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FOREWORD
During my visit to Zimbabwe in January 2010, the Government requested the African Development
Bank (AfDB) to prepare a major report on the state of infrastructure in the country. The Bank
accepted this request, cognizant of the fact that policy actions and investment in infrastructure
have important roles to play in the development of continental trade and in promoting economic
linkages within Africa. The Bank recognizes that poor infrastructure is a critical barrier to
accelerating growth and poverty reduction in Africa. Studies have shown that increasing the stock
of infrastructure by one percent can add up to one percent to gross domestic product. Infrastructure
is considered a key component of the investment climate by reducing the costs of doing business
and enabling people to access markets. It is a precondition for private sector development and a
key enabler of integration of regional sub-regional markets for intra-African trade, and positioning
of a competitive Africa in world markets. Investments in infrastructure are critical to advances in
agriculture and fundamental to human development, including the delivery of health and education
services to poor people. Infrastructure is an enormous untapped potential for the creation of
productive employment. In recognition of these facts, the development of Africa’s infrastructure
and economic integration are key components of the strategic direction being pursued by the Bank.
In this regard, besides various normal lending and non-lending instruments offered by the Bank to
its regional member countries, the AfDB leads on several key continental infrastructure initiatives.
It has a mandate from the African Union to implement the infrastructure component of the New
Partnership for Africa’s Development (NEPAD), and it hosts the secretariats of the Infrastructure
Consortium for Africa and of the African Water Facility.
Shortly after its formation in February 2009, Zimbabwe’s Inclusive Government (IG) approached
the Bank to assist and advising on re-engagement with the international community. Within
this context, the Bank has been providing technical assistance and capacity building support to
Zimbabwe aimed at improving economic governance and effectiveness of public service delivery.
The Bank sought to deepen and broaden its analytical knowledge base, which has been depleted
during the decade-long economic and political crisis, by undertaking economic and sector work
in areas deemed as critical for enhancing competitiveness and public sector effectiveness. This
Flagship Report, entitled “Infrastructure and Growth in Zimbabwe”, is part of such analytical
work designed to enable the Bank to strengthen its knowledge base in Zimbabwe’s infrastructure
sector. The Report serves four purposes by providing: (i) the Government with a master plan for
rehabilitation of infrastructure assets and recovery in infrastructure services in Zimbabwe in the
decade ahead; (ii) the underlying framework for a major conference scheduled for March 2011
on infrastructure development and related investment opportunities, which would be attended by
Government officials, international and domestic private investors, and the donor community;
(iii) a game plan for re-engagement with the international community in the field of infrastructure
in the event that the Government moves ahead with arrears clearance in 2011-12; and (iv) a
platform from which a strategy for possible AfDB and other donor operations in Zimbabwe can
be drawn up.
The focus of this Report is on the services associated with transport, electric power, information
and communication technologies (ICT), and water and sanitation in Zimbabwe. The Report provides
a detailed assessment of the current status of the infrastructure and services in these four sectors
in the country and their role within the Southern Africa region. It sets achievable objectives for
Zimbabwe’s infrastructure by 2020, and lays out an action program for achieving these objectives
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that includes policy and institutional reform, capital expenditure programs for rehabilitation and
new capacity, and increased resource allocations for maintenance of these facilities. It provides
options for financing the proposed program, identifies the specific areas where there is a role for
private investment, and discusses improvements in the operating environment that will be required
to attract this investment.
The Report is important for several reasons. First, it provides the Government, the donor
community and the private sector with a detailed assessment of infrastructure investment
opportunities in Zimbabwe. Second, it proposes an Action Plan to develop these opportunities,
and in so doing, helps fill the gap created by the absence of master plans for the development of the
four sectors. Third, it can be used to inform and support the Government’s dialogue with donors
and the business community about further development of these sectors. Increased coordination
within this partnership can improve the alignment of investments with the national objectives, as
set out in Zimbabwe’s Medium Term Plan, currently under preparation, and regional priorities for
infrastructure development within the Southern African Development Community (SADC). In this
way, the Report can contribute to the overall efficiency of the development process in Zimbabwe.

Aloysius Uche Ordu
Vice President, Country and Regional Programs and Policy
African Development Bank Group
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PREFACE
Economic growth and development cannot be achieved without the availability of appropriate
economic and social infrastructure. The need to improve the quality of infrastructure services
in Zimbabwe is, therefore, the cornerstone of the Government of Zimbabwe’s policy, strategy
and programs to promote sustained and shared economic growth in the country. This has been
articulated by the Government in its Medium Term Plan, currently under preparation, ShortTerm Emergency Recovery Programme (STERP) and the Three Year Macroeconomic Policy
and Budget Framework 2010-2012 (STERP II). In line with the Government’s commitment to
address infrastructure bottlenecks in the country, this publication seeks to contribute to the body
of knowledge regarding this complex sector, and to assist by providing current information and
analysis in order to inform and facilitate decision making.
The report provides a detailed assessment of the current status of infrastructure and services
associated with water and sanitation, transport, electric power, and ICT in Zimbabwe and their
role in facilitating regional integration in the Southern Africa region. The main report is divided
into two parts. Part A reviews country context issues, including infrastructure and growth issues
in Zimbabwe, and the proposed policy options and action plans that can be pursued by Zimbabwe
in order to strengthen the sector. Part B of the report provides detailed data and assessment of the
current status of the infrastructure and services in the four infrastructure areas under review. A
separate summary report is also available. The full report and a detailed Annex to the report are
available online at http://www.afdb.org/en/countries/southern-africa/zimbabwe/.
The preparation of the report was based on a broad stakeholder participation and consultation.
This involved numerous rounds of consultations with Government officials and various key
stakeholders between May and November 2010, including a consultative workshop, to forge a
consensus on the actions to be taken and to adequately reflect them in the report even though,
by necessity, some of the things are left out. In recognition that this report is not an end in itself,
the African Development Bank looks forward to continued dialogue to develop bold and new
approaches towards addressing infrastructure deficiencies in Zimbabwe.

Ebrima Faal
Regional Director,
Country and Regional Programming,
South African Region I

Zimbabwe Report v

ACKNOWLEDGEMENTS
The Infrastructure and Growth Flagship Report was prepared by a team of staff and consultants
from the African Development Bank (AfDB) led by Ebrima Faal, at the time Lead Economist in the
Regional Department – South A. The AfDB staff in the team comprised of: George Honde, Senior
Country Economist; Augusto Maquengo, Portfolio Data Analyst; Rhoda Mshana, Economist;
and Neema Siwingwa, Economist. Special thanks go to Benedict Kanu, Lead Economist, for his
invaluable input. The Team was assisted by consultants namely, Russell Cheetham, Lead Consultant
to the Department and prime author to the Report’s sections on infrastructure, Bizuneh Fikru,
and Colin Benham. The project also benefitted from the support provided by Damoni Kitabire,
Head of the Zimbabwe Extended Mission, and Caleb Makwiranzou, a local consultant who served
as a liaison/point person to facilitate communication and follow up of any outstanding issues,
including providing maps and photographs of key sectors to be covered in the report. The Report
also benefitted from the general direction provided by Abdirahman Beileh, Director of ORSA at
the time the project started.
The work undertaken for this Report was initiated at the request of the Government of Zimbabwe.
It was carried out under the leadership of Aloysius Ordu, Vice President for Operations I, Country
and Regional Programs and Policy, and the guidance of the Zimbabwe Task Team – Bank-wide
team charged with overseeing the AfDB reengagement with Zimbabwe. The preparation of this
Report also benefitted from comments, insights and generous support of other AfDB staff too
numerous to mention, but by this acknowledgement, their contributions are recognized and the
team’s appreciation is registered. The team appreciates the strong support of Ms. Kazumi IkedaLarhed, Head Partnerships and Corporation Unit of the Bank, and her dedicated staff that raised
the Funds needed through the Japanese Trust Fund to make this report possible.
A large number of Government of Zimbabwe and state enterprises representatives also provided
extremely valuable inputs and comments at various stages of the Report, including during the
Consultative Workshop held on 15 November 2010 in Harare. The list is not exhaustive, but
the team is particularly grateful to the following key officials: Honorable Tendai Biti, Minister
of Finance, and Mr. W. Manungo, Secretary to the Treasury, Ministry of Finance; Dr. D.
Sibanda, Permanent Secretary, Ministry of Economic Planning and Investment Promotion; Mr.
J. Mupamhanga, Permanent Secretary, Ministry of Energy and Power Development; Eng. S.
Kundishora, Principal Secretary, Ministry of Information and Communication Technology; Mrs. S.
Tsvakwi, Permanent Secretary, Ministry of Lands; Mr. P. Mbiriri, Permanent Secretary, Ministry
of Transport, Communications and Infrastructural Development; Mr. E. Mutowo, Permanent
Secretary, Ministry of State Enterprises and Parastatals; Mr. M. Matsepe, Director - Road Network
Development, Ministry of Public Works and Transport; Professor P. Mavima, Principal Director,
Office of the Deputy Prime Minister; Mr. V. Guvakuva, Chief Executive, Rural Electrification
Agency; Dr. P. Chikumba, Group CEO, Air Zimbabwe; Mr. D. Chawota, General Manager/CEO,
Civil Aviation Authority of Zimbabwe; Mr. C. Nduku, Executive Officer, Central Vehicle Registry;
Mr. C. Chikaura, CEO, Industrial Development Bank of Zimbabwe; Rtd. Air Commodore, General
Manager, National Railways of Zimbabwe; Eng. C.M. Sibanda, General Manager, Postal and
Telecommunications Authority; Mr. B. Rafemoyo, Group Chief Executive Officer, ZESA Holdings
(Private) Limited; Mr. R. Mubaiwa, CEO, Zimbabwe Investment Authority; Mr. F. Chitukutuku,
Chief Executive Officer, Zimbabwe National Road Administration; and Mr. J. Takavarasha,
Manager, Zimbabwe National Statistics Agency. The dedication and untiring efforts of staff of the

vi

Zimbabwe Report

Ministry of Finance officials, in particular Bothwell Nyajena, in assisting the team throughout the
preparation of the Report is highly appreciated.
Ms. Imen Chorfi provided excellent research and logistical support for the project. She
painstakingly completed all data used in the report and organized them in the easy to read tables
and charts in the Report. We also thank her for meticulously formatting and organizing several
versions of the draft document and manuscript as it went through the internal review processes.
The valuable editorial assistance of David Driscoll deserve special acknowledgement, as does
the AfDB’s Statistical Department (ESTA), which provided the statistics and other background
information on Zimbabwe.
The country and regional maps were produced by Knollmaps.com. The maps and diagrams
used in this publication in no way imply recognition of any states or political boundaries by the
African Development Bank or the authors. One of Zimbabwe’s most renown photographers, Mr.
Tsvangirayi, provided most of the images in this report.

Vice President:
Regional Director:
Country Manager:
Lead Consultant:
Task Manager:

Aloysius Uche Ordu
Ebrima Faal
Mahamadu Bawumia
Russell Cheetham
Ebrima Faal

Background Papers: Ebrima Faal (Lead Economist at the time), Russell Cheetham (Lead Consultant), George
Honde (Country Economist), Augusto Maquengo (ICT Consultant), Bizuneh Fikru (Power Consultant), Colin
Benham (Water Consultant); and Imen Chorfi (Research Assistant).

Zimbabwe Report vii

Table of Contents
PART A
A PROGRAM FOR SUSTAINED ECONOMIC RECOVERY
FOREWORD ........................................................................................................................................

iii

PREFACE .............................................................................................................................................

v

ACKNOWLEDGEMENTS ..................................................................................................................

vi

ABBREVIATIONS ...............................................................................................................................

xx

Chapter 1: From Stagnation to Economic Recovery
1.1

1.2

1.3
1.4

1.5

1.6

PATTERNS OF GROWTH AND DEVELOPMENT SINCE 1960......................................

2

1.1.1

Overview ................................................................................................................

2

1.1.2

From Strong Growth to Economic Decline ...........................................................

2

1.1.3

A Weak Investment Performance ...........................................................................

4

1.1.4

The Incidence of Poverty has increased.................................................................

4

THE CHANGING ECONOMIC STRUCTURE ..................................................................

5

1.2.1

Overview ................................................................................................................

5

1.2.2

Primary Production ................................................................................................

5

1.2.3

The Industrial Sector ..............................................................................................

7

1.2.4

The Services Sector................................................................................................

8

SOURCES OF ECONOMIC GROWTH SINCE 1960.........................................................

10

1.3.1

Evolution of Sources of Zimbabwe’s Economic Growth ......................................

10

ECONOMIC RECOVERY AND MACROECONOMIC STABILITY ...............................

12

1.4.1

Economic Recovery in 2009 ..................................................................................

12

1.4.2

Return to Macroeconomic Stability .......................................................................

13

1.4.3

External Accounts continue to be a Major Concern ..............................................

14

ECONOMIC OUTLOOK FOR THE SHORT- AND MEDIUM-TERM..............................

14

1.5.1

The Challenges Ahead ...........................................................................................

14

1.5.2

Government’s Plan for the Medium-Term .............................................................

15

POTENTIAL CONSTRAINTS TO LONG-TERM GROWTH ...........................................

16

1.6.1

16

Challenges for the Longer-Term ............................................................................

Chapter 2: Status of Infrastructure Services in the Economy
2.1

2.2

THE SETTING......................................................................................................................

18

2.1.1

Background ............................................................................................................

18

2.1.2

What is Infrastructure? ...........................................................................................

18

2.1.3

The Impact of Infrastructure on Growth ................................................................

18

STATUS OF INFRASTRUCTURE AND SERVICES IN ZIMBABWE .............................

20

2.2.1

20

The Setting .............................................................................................................

viii Zimbabwe Report

2.3

2.2.2

Transport ................................................................................................................

20

2.2.3

Electric Power ........................................................................................................

22

2.2.4

Water Supply and Sanitation ..................................................................................

23

2.2.5

Information Communications and Technology......................................................

23

2.2.6

Service Levels for Zimbabwe and Other SADC Members....................................

24

MAJOR CHALLENGES IN REBUILDING BASIC INFRASTRUCTURE.......................

25

2.3.1

The Key Challenges ...............................................................................................

25

2.3.2

Decline in Infrastructure Quality and Capacity .....................................................

25

2.3.3

Low Levels of Maintenance...................................................................................

27

2.3.4

Costs of Infrastructure Services are High ..............................................................

28

Chapter 3: An Action Plan for Infrastructure
3.1

KEY ELEMENTS OF THE PROGRAM..............................................................................

30

3.1.1

Priorities for the Program.......................................................................................

30

3.1.2

Program Expenditures and Funding Development expenditures...........................

30

HIGHLIGHTS OF THE SECTORAL PROGRAMS............................................................

33

3.2.1

Water Supply and Sanitation ..................................................................................

33

3.2.2

Electric Power ........................................................................................................

35

3.2.3

Transport Sector .....................................................................................................

36

3.2.4

Information and Communications Technology......................................................

39

IMPROVEMENTS IN THE OPERATING ENVIRONMENT ............................................

40

3.3.1

Overview ................................................................................................................

40

3.3.2

Private Investment and Public-Private Partnerships ..............................................

41

3.3.3

Restructuring of State Enterprises..........................................................................

43

3.3.4

Strengthening the Institutional and Regulatory Environment................................

44

3.3.5

Technical Support for the Program .......................................................................

47

IMPLEMENTATION OF THE PROPOSED PROGRAM ...................................................

48

3.4.1

Importance of Sequencing Program Implementation ............................................

48

3.4.2

Overview of Program Implementation ..................................................................

48

3.5

DRIVERS OF ZIMBABWE’S FUTURE GROWTH ..........................................................

50

3.6

TRADE AND OPENNESS ...................................................................................................

56

3.7

KEY POLICY MESSAGES ..................................................................................................

56

3.2

3.3

3.4

Chapter 4: Support for Institutional Reform and Regulation
4.1

THE SETTING......................................................................................................................

58

4.1.1

Regulatory Reform for Infrastructure: The Challenges Ahead ..............................

58

4.1.2

Lessons from International Experience..................................................................

58

Zimbabwe Report ix

4.2

4.3

4.4

4.5

REGULATION OF THE TRANSPORT SECTOR ...............................................................

59

4.2.1

Background ............................................................................................................

59

4.2.2

The Approach to Regulation in the Transport Sector.............................................

60

4.2.3

Possible Next Steps ................................................................................................

61

4.2.4

Illustrative Arrangements for Regulation of Civil Aviation ...................................

61

REGULATION OF THE ELECTRIC POWER SECTOR....................................................

63

4.3.1

Current Arrangements for Regulation of Electricity Services ...............................

63

4.3.2

Measures to Strengthen the Regulatory Environment ...........................................

66

4.3.3

Possible Next Steps ................................................................................................

68

REGULATION OF WATER SUPPLY AND SANITATION SERVICES.............................

69

4.4.1

Current Arrangements for Regulation of the Sector ..............................................

69

4.4.2

Transition to a More Effective Regulatory Environment.......................................

72

4.4.3

Policy Issues Related to the Design of a Regulatory Framework ..........................

73

4.4.4

Possible Next Steps ................................................................................................

74

REGULATION OF COMMUNICATIONS SERVICES ......................................................

75

4.5.1

The Setting .............................................................................................................

75

4.5.2

Emerging Issues for ICT Regulation......................................................................

76

4.5.3

Guiding Principles for Design of the Regulatory Agency .....................................

77

4.5.4

Creation of a Single Regulatory Authority ............................................................

83

Chapter 5: Expanding Private Sector Roles in Infrastructure
5.1

5.2

5.3

x

A TRANSITION TO PUBLIC-PRIVATE PARTNESHIPS ..................................................

85

5.1.1

Mobilization of Private Investment Faces Major Challenges ................................

85

5.1.2

Dominance of State Enterprises in Service Provision ...........................................

86

5.1.3

Poor Performance by Public Sector Service Providers ..........................................

87

5.1.4

Strategy for Accelerating the Transition to PPPs ...................................................

90

RESTRUCTURING STATE ENTERPRISE PARTNERS ....................................................

92

5.2.1

Zimbabwe National Water Authority .....................................................................

92

5.2.2

Zimbabwe Power Company ...................................................................................

92

5.2.3

Zimbabwe Electricity Transmission and Distribution Company ...........................

94

5.2.4

National Railways of Zimbabwe............................................................................

96

5.2.5

Civil Aviation Authority of Zimbabwe ..................................................................

97

5.2.6

Air Zimbabwe ........................................................................................................

97

5.2.7

Tel*One and Net*One ............................................................................................

97

BUILDING THE FRAMEWORK FOR PPPs ......................................................................

98

5.3.1

An Historical Background ....................................................................................

98

5.3.2

Current Status of the PPP Framework ...................................................................

99

5.3.3

Choice of Formats for Private Participation in PPP Arrangements .......................

101

Zimbabwe Report

5.3.4

Mobilizing Private Finance ....................................................................................

102

5.3.5

Managing Fiscal Risks Associated with PPPs .......................................................

103

5.3.6

Management of PPP Processes ..............................................................................

103

5.3.7

Renegotiation of PPPs............................................................................................

104

Chapter 6: Economic Impact of the Program
6.1
6.2

6.3

BASE CASE AND ALTERNATIVE SCENARIOS .............................................................

106

6.1.1

Overview ...............................................................................................................

106

ECONOMIC IMPACT OF THE INFRASTRUCTURE PROGRAM ..................................

107

6.2.1

Alternative Growth Scenarios ................................................................................

107

6.2.2

Implications for Public Finance Policies ..............................................................

108

6.2.3

Employment Impact and Business Development ..................................................

108

BENEFITS FROM THE PROPOSED PROGRAM .............................................................

109

6.3.1

Overall Economic Impact ......................................................................................

109

6.3.2

Increased Business Opportunities in Service Provision and Construction ............

109

6.3.3

Support for a Strong Domestic Supply Response ..................................................

111

PART B
ACTION PROGRAMS FOR INDIVIDUAL
INFRASTRUCTURE SECTORS
Chapter 7: Water Resource Management, Supply and Sanitation
7.1

THE SETTING......................................................................................................................

114

7.2

CURRENT POLICY AND INSTITUTIONAL FRAMEWORK .........................................

114

7.2.1

Policy Framework for Water and Sanitation ..........................................................

114

7.2.2

Institutional Arrangements for the Sector ..............................................................

116

7.2.2.1

Management of Water Resources ...........................................................

116

7.2.2.2

Urban Water and Sanitation Services .....................................................

119

7.2.2.3

Rural Water and Sanitation Services ......................................................

120

7.2.2.4

Irrigation Services ..................................................................................

120

WATER RESOURCES AND RELATED INFRASTRUCTURE .........................................

121

7.3.1

Water Resources of Zimbabwe ..............................................................................

121

7.3.2

Hydrological and Climatic Variability ...................................................................

124

7.3.3

Regional Cooperation on Water Use ......................................................................

127

7.3.4

Pricing Policies for Water Supply ..........................................................................

127

7.3.5

Proposed Action Plan for Management of Water Resources .................................

128

IRRIGATION AND INDUSTRIAL USE OF WATER .........................................................

133

7.4.1

Exploiting the Potential for Irrigation ....................................................................

133

7.4.2

Proposed Action Plan for Irrigation .......................................................................

134

7.3

7.4

Zimbabwe Report xi

7.5

WATER SUPPLY FOR URBAN AND RURAL AREAS .....................................................

136

7.5.1

Increased Access to Improved Water ....................................................................

136

7.5.2

Collapse of Water Services and a Cholera Epidemic .............................................

137

7.5.3

Rebuilding Water Services: The Challenges Ahead...............................................

138

7.5.3.1

Rehabilitation of the Existing Water Distribution Network ...................

138

7.5.3.2

Choice of Technologies in Urban and Rural Areas ................................

139

7.5.3.3

Institutional Capacities and Performance of Service Providers .............

141

7.5.3.4

Price Policy and Cost Recovery .............................................................

141

7.5.3.5

Clarification of Responsibilities for Rural Services ...............................

143

7.5.3.6

Choice of Targets for Access to Improved Water ..................................

143

An Action Plan for Improved Water Services ........................................................

144

7.5.4.1

Building Urban and Rural Infrastructure for Water Supply ...................

144

7.5.4.2

Strengthening Capacities for Service Delivery ......................................

145

SANITATION SERVICES ....................................................................................................

147

7.6.1

Status of Sanitation Services ..................................................................................

147

7.6.2

Major Challenges in the Provision of Sanitation Services.....................................

149

7.6.2.1

Rehabilitation of the Existing Sanitation Infrastructure .........................

149

7.6.2.2

Reducing Dependence on Unimproved Pit Latrines ..............................

149

7.6.2.3

Strengthening Institutional Capacities and Coordination ......................

150

7.6.2.4

Choice of Targets for Sanitation Services ..............................................

150

An Action Plan for Improved Sanitation................................................................

151

7.6.3.1

Improving Infrastructure for Sanitation Services ...................................

151

7.6.3.2

Strengthening Capacities for Delivery of Sanitation Services ...............

151

7.6.3.3

Expand Ongoing Hygiene Education Programs .....................................

153

EXPENDITURE PROGRAMS FOR WATER AND SANITATION....................................

153

7.7.1

Development Expenditure Programs .....................................................................

153

7.7.2

Requirements for Routine Maintenance ................................................................

154

7.7.3

Sources of Funding for the Program ......................................................................

155

7.7.3.1

Funding Arrangements for the Water Resources Program .....................

156

7.7.3.2

Financing the Capital Expenditure Program for Water Supply
and Sanitation .........................................................................................

157

7.7.3.3

Role of the Rural Capital Development Fund (RCDF) ..........................

158

7.7.3.4

Funding the Recurrent Cost of WSS Service Provision .........................

158

An Increased Role for the Private Sector ...............................................................

159

MANAGEMENT OF RISKS AND UNCERTAINTIES ......................................................

160

7.8.1

Hydrological and Climatic Variability ...................................................................

160

7.8.2

Mobilization of Funding for the Proposed Program ..............................................

161

7.8.3

Building Institutional Capacities ...........................................................................

163

7.5.4

7.6

7.6.3

7.7

7.7.4
7.8

xii

Zimbabwe Report

Chapter 8: Rehabilitation and Recovery in the Power Sector
8.1

8.2

8.3

8.4

8.5

8.6

8.7

THE SETTING......................................................................................................................

164

8.1.1

Institutional Arrangements for the Energy Sector..................................................

164

8.1.2

Policy Framework for the Power Sector ................................................................

165

8.1.3

Pricing Policy for Electricity Services ...................................................................

166

ENERGY RESOURCES AND EXISTING POWER GENERATION .................................

167

8.2.1

Energy Resources ...................................................................................................

167

8.2.2

Domestic and Regional Power Generation Capacities ..........................................

168

8.2.3

Status of Current Supply Capacities ......................................................................

171

ENERGY DEMAND AND ELECTRIFICATION ...............................................................

173

8.3.1

Energy Consumption..............................................................................................

173

8.3.2

Current Trends in Electricity Consumption ...........................................................

173

8.3.3

Rural Electrification Program ................................................................................

176

MAJOR CHALLENGES IN THE POWER SECTOR .........................................................

177

8.4.1

Rehabilitation of the Power Sector Infrastructure..................................................

177

8.4.2

Balance between New Domestic Supply and Imports ...........................................

178

8.4.3

Improve the Performance of the Power Utilities ...................................................

179

8.4.4

Reduce Under-pricing of Power ...........................................................................

180

8.4.5

Improve the Power Sector Regulatory Environment and
Investment Framework .........................................................................................

182

AN ACTION PLAN FOR THE POWER SECTOR .............................................................

182

8.5.1

Projected Demand for Electricity...........................................................................

182

8.5.2

Rehabilitation and Expansion of Generation Capacity ..........................................

182

8.5.3

Rehabilitation and Expansion of the Transmission Grid .......................................

184

8.5.4

Rehabilitation and Expansion of the Distribution Grid .........................................

187

8.5.5

Demand Side Management ...................................................................................

188

8.5.6

Commercial Performance and Restructuring of Power Utilities ...........................

188

8.5.7

Institutional Capacity Building Programs ..............................................................

190

8.5.8

Implementation of the Proposed Program .............................................................

191

CAPITAL EXPENDITURES AND MAINTENANCE ........................................................

192

8.6.1

Capital Expenditure Programs ...............................................................................

192

8.6.2

Financing for the Capital Expenditure Program ....................................................

193

8.6.3

Routine Maintenance Requirements and Funding .................................................

195

MANAGING RISKS AND UNCERTAINTIES ...................................................................

195

8.7.1

196

Growth in Demand for Power ................................................................................

Zimbabwe Report xiii

Chapter 9: Road Transport Services and Infrastructure
9.1

OVERVIEW OF THE ROAD TRANSPORT SECTOR .......................................................

198

9.1.1

The Setting .............................................................................................................

198

9.1.2

Legal and Policy Framework .................................................................................

198

9.1.3

Institutional Arrangements .....................................................................................

203

9.2

CONDITION OF THE ROAD INFRASTRUCTURE .........................................................

207

9.3

ROAD TRANSPORT SERVICES ........................................................................................

209

9.3.1

Growth of the Vehicle Fleet ...................................................................................

209

9.3.2

Road Traffic Densities............................................................................................

211

9.3.3

Road Transport Industry ........................................................................................

212

IMPROVING ROAD SAFETY ............................................................................................

215

9.4.1

Institutional Arrangements .....................................................................................

215

9.4.2

Recent Improvements in Road Safety....................................................................

215

9.4.3

Expanding Road Safety Programs .........................................................................

216

CAPITAL EXPENDITURE PROGRAMS FOR THE ROADS SECTOR ...........................

217

9.5.1

Rehabilitation of the Network ................................................................................

218

9.5.2

Periodic Maintenance Programs ............................................................................

221

9.5.3

Expanding Capacities of the Network ...................................................................

222

9.5.4

Funding for Capital Expenditure Programs ...........................................................

223

MAINTENANCE PROGRAMS FOR ROAD INFRASTRUCTURE .................................

227

9.6.1

Routine Maintenance Programs and Costs ............................................................

227

9.6.2

Funding Arrangements for Maintenance................................................................

229

INSTITUTIONAL REFORM AND CAPACITY BUILDING .............................................

233

9.7.1

Institutional Reform in the Roads Sector ...............................................................

233

9.7.2

Improving the Management of Road Infrastructure and Services .........................

234

9.7.3

Strengthen the Human Resource Capacities of Road Authorities..........................

234

ROLE OF THE PRIVATE SECTOR.....................................................................................

236

9.8.1

Role of the Private Sector in Construction and Maintenance ................................

236

9.8.2

Public Private Partnerships for the Roads Sector...................................................

238

RISK AND UNCERTAINTY IN THE ROADS PROGRAM...............................................

239

9.9.1

Availability of Funding ..........................................................................................

240

9.9.2

Weak Implementation Capacities...........................................................................

241

9.4

9.5

9.6

9.7

9.8

9.9

Chapter 10: Restructuring and Recovery in Railway Services
10.1

xiv

OVERVIEW OF THE SECTOR ...........................................................................................

242

10.1.1

The Setting .............................................................................................................

242

10.1.2

Institutional Arrangements and Policy Issues ........................................................

244

Zimbabwe Report

10.2

10.3

10.4

10.5

10.6

10.7

FREIGHT AND PASSENGER SERVICES ..........................................................................

246

10.2.1

Freight Services and Prices ....................................................................................

246

10.2.2

Passenger Services and Costs ..............................................................................

248

MAJOR CHALLENGES IN REBUILDING THE RAILWAY NETWORK .......................

248

10.3.1

The Setting .............................................................................................................

248

10.3.2

Dilapidated Condition of Infrastructure and Assets ..............................................

249

10.3.3

Financial Constraints of NRZ ................................................................................

251

10.3.4

Role of Private Concessions ..................................................................................

253

AN ACTION PLAN FOR THE RAILWAYS SECTOR .......................................................

257

10.4.1

Rebuilding Railway Freight and Passenger Services ............................................

257

10.4.2

Proposed Action Plan .............................................................................................

258

10.4.3

Management of Railways Infrastructure ................................................................

259

10.4.4

Restructuring of NRZ and Creation of RICZ.........................................................

263

10.4.5

An Expanded Role for Private Concessions in Zimbabwe ....................................

264

10.4.6 Institutional Improvements and Capacity Building....................................................

269

10.4.7

Implementation of the Action Plan ........................................................................

271

CAPITAL EXPENDITURE AND MAINTENANCE PROGRAMS ..................................

272

10.5.1

Capital Expenditure Programs ...............................................................................

272

10.5.2

Maintenance Programs ..........................................................................................

272

FINANCING ARRANGEMENTS FOR RAILWAYS..........................................................

273

10.6.1

Funding for the Development Expenditure Programs ...........................................

273

10.6.2

Funding for Routine Maintenance .........................................................................

275

MANAGING RISK AND UNCERTAINTY IN THE RAILWAYS SECTOR .....................

275

10.7.1

Restructuring the Railways Sector .........................................................................

276

10.7.2

Growth in Demand for Rail Services .....................................................................

277

10.7.3

Design of Concession Arrangements ....................................................................

277

10.7.4

Public Funding for the Railways Sector ................................................................

278

Chapter 11: Civil Aviation Industry
11.1

11.2

AIR TRANSPORT IN AFRICA............................................................................................

280

11.1.1

The Yamoussoukro Decision..................................................................................

280

11.1.2

Trends in the African Air Transport Market...........................................................

280

OVERVIEW OF CIVIL AVIATION IN ZIMBABWE .........................................................

282

11.2.1

Institutional Arrangements for Civil Aviation .......................................................

282

11.2.2

Existing Aviation Infrastructure .............................................................................

283

11.2.3

Air Transport Industry............................................................................................

283

11.2.4

Transport Costs and Prices .....................................................................................

286

Zimbabwe Report xv

11.3

11.4

11.5

11.6

11.7

GROWTH IN PASSENGER AND FREIGHT TRAFFIC ....................................................

286

11.3.1

Decline in Passenger Traffic and Freight in the Past Decade ................................

286

11.3.2

Projected Growth in Demand for Aviation Services ..............................................

287

ACTION PLAN FOR CIVIL AVIATION .............................................................................

288

11.4.1

Strategy for the Decade Ahead and Related Policy Challenges.............................

288

11.4.2

Rehabilitation of Civil Aviation Infrastructure and New Facilities .......................

289

11.4.3

Air Space Management and Improved Air Safety .................................................

291

11.4.4

Liberalization of the Air Transport Market ............................................................

294

11.4.5

Role of the National Flag Carrier...........................................................................

294

11.4.6

Institutional Reform and the Regulatory Environment ..........................................

295

11.4.7

Skills Development for Civil Aviation ...................................................................

296

11.4.8

Implementation of the Action Plan ........................................................................

297

EXPENDITURE PROGRAM FOR CIVIL AVIATION .......................................................

298

11.5.1

Capital Expenditure Programs ...............................................................................

298

11.5.2

Funding for Development Expenditure Programs .................................................

299

11.5.3

Maintenance Programs for Civil Aviation .............................................................

300

RESTRUCTURING THE CIVIL AVIATION SECTOR ......................................................

300

11.6.1

Regulation of Civil Aviation ..................................................................................

300

11.6.2

Transformation of CAAZ to an Airport Services Company ..................................

301

11.6.3

Private Sector Participation in Airport Operations ................................................

302

RISK AND UNCERTAINTY IN THE CIVIL AVIATION PROGRAM ..............................

307

Chapter 12: Information and Communications Technology
12.1
12.2

12.3

12.4

xvi

THE SETTING......................................................................................................................

309

12.1.1

Communications in the Southern Africa Region ...................................................

309

POLICY FRAMEWORK AND INSTITUTIONAL ARRANGEMENTS ...........................

309

12.2.1

Policy Framework for the Telecommunications Sector .........................................

309

12.2.2

Institutional Arrangements for the Industry ...........................................................

310

EXISTING ICT SERVICES IN ZIMBABWE ......................................................................

312

12.3.1

Voice Services ........................................................................................................

312

12.3.2

Internet Services.....................................................................................................

313

12.3.3

Data Communications Services .............................................................................

316

12.3.4

Broadband Services................................................................................................

316

12.3.5

Cost of Services .....................................................................................................

317

12.3.6

Status of e-Applications in Zimbabwe ...................................................................

318

MAJOR CHALLENGES FACING THE ICT SECTOR ......................................................

319

12.4.1

Overview of the Issues ...........................................................................................

319

12.4.2

International Connectivity and Domestic Backbone Infrastructure.......................

320

Zimbabwe Report

12.4.3

Ensuring Low Cost Access to Infrastructure..........................................................

322

12.4.4

Revise the Regulatory Framework.........................................................................

322

12.4.5

Reform of State Enterprise Service Providers .......................................................

323

12.4.6

Promoting Universal Access ..................................................................................

323

12.4.7

Building Institutional and Human Capacities ........................................................

324

AN ACTION PLAN TO ACCELERATE ICT DEVELOPMENT........................................

324

12.5.1

Strategy for the Decade Ahead...............................................................................

324

12.5.2

Improve International Connectivity and Construction of Domestic Backbone .....

325

12.5.3

Promoting Investment and Competition in Backbone Networks...........................

327

12.5.4

Restructuring of State Enterprises .........................................................................

330

12.5.5

Revision of the Regulatory Framework .................................................................

331

12.5.6

Promote Universal Access to ICT Services ...........................................................

331

12.5.7

Development of e-Government and Other Applications........................................

333

12.5.8

Institutional Capacity Building and Skills Development.......................................

333

IMPLEMENTATION OF THE ACTION PLAN ..................................................................

334

12.6.1

Execution of the Action plan..................................................................................

334

12.6.2

Assessing the costs and the benefits ......................................................................

336

CAPITAL EXPENDITURE PROGRAMS FOR ICT ...........................................................

336

12.7.1

Capital expenditure program..................................................................................

336

12.7.2

Cost of Rollout to Underserved Rural Communities .............................................

337

12.8

FUNDING ARRANGEMENTS FOR THE PROGRAM .....................................................

338

12.9

ECONOMIC IMPACT OF THE ICT PROGRAM ...............................................................

338

12.10

MANAGING RISKS AND UNCERTAINTIES IN THE ICT PROGRAM .........................

340

12.10.1 Adoption of the Draft ICT Bill .............................................................................

340

12.10.2 Strengthening the Operating Environment for ICT ...............................................

340

12.10.3 Establishment of a Single Regulatory Authority....................................................

342

12.10.4 Privatization of Net*One and Tel*One ..................................................................

342

12.10.5 Access to Electricity Services ................................................................................

342

12.10.6 Availability of ICT Skills .......................................................................................

342

12.5

12.6

12.7

PART C
ANNEXES

Zimbabwe Report xvii

ABBREVIATIONS
AACL
ACMA
ADF
AfDB
AIDS
AIPPA
APDIP
ARDA
AREX
ARV
AS
ASCZ
ASI
ASO
AVSEC
AWF
AWOS
AZFA
BAZ
BBR
BF
BIPPA
BOOT
BOT
BPC
CAAZ
CARAZ
CC
CCFB
CCZ
CFL
CFM
COMESA
COP
COSCAP
CSO
CTC
DANIDA
DC

Association of African Communication Lawyers
Australian Communications and Media Authority
African Development Fund
African Development Bank
Acquired Immunodeficiency Syndrome
Access to Information and Protection of Privacy Act
Asia Pacific Development Information Program
Agricultural and Rural Development Authority
Department of Research and Extension Services
Anti-Retroviral Vaccines
Air Safety
Airport Services Company of Zimbabwe
Air Safety Infrastructure
Air Safety Operations
Aviation Security
African Water Facility
Automatic Weather Observation Systems
Austria Zimbabwe Friendship Association
Broadcasting Authority of Zimbabwe
Bulawayo-Beitbridge Railway
Broadcasting Fund
Bilateral Investment Promotion and Protection Agreement
Build-Own-Operate-Transfer
Build Operate Transfer
Botswana Power Corporation
Civil Aviation Authority of Zimbabwe
Civil Aviation Regulatory Authority of Zimbabwe
Catchment Council
Companhia dos Caminhos de Ferro da Beira (Mozambique)
Consumer Council of Zimbabwe
Compact Fluorescent Lamp
Caminhos de Ferro do Mocambique
Common Market for Eastern and Southern Africa
Catchment Outline Plan
Cooperative Development of Operational Safety and Continuing Airworthiness
Program
Country Status Overview
Centralized Traffic Control
Danish International Development Agency
District of Colombia

xviii Zimbabwe Report

DDF
DID
DME
DOI
DOR
DRC
DSL
DSM
DTR
EAC
EAI
EASA
EBITDA
ECHO
EKOWISA
EMCOZ
EREP
ESAP
ESKOM
EU
FAA
FAMW
FAO
FDI
FIDS
FM
GDP
GLTFP
GMB
GNSS
GoZ
GPA
GTZ
HCB
HDM
HDM
HIPC
HIV
HUG
IAEA
IATA

District Development Fund
Department of Infrastructural Development Services
Distance Measuring Equipment
Department of Irrigation
Department of Roads
Democratic Republic of Congo
Digital Subscriber Link
Demand Side Management
Development Trough Radio
East African Community
Environmental Impact Assessment
European Aviation Safety Agency
Earnings Before Income Tax, Depreciation and Amortization
European Community Humanitarian Office
E-Knowledge for Women in Southern Africa
Employers Confederation of Zimbabwe
Expanded Rural Electrification Program
Economic and Structural Adjustment Program
South African Power Utility
European Union
Federal Aviation Administration
Federation of Media Women
Food and Agriculture Organization
Foreign Direct Investment
Flight Information Display System
Frequency Modulation
Gross Domestic Product
Greater Limpopo Trans-Frontier Park
Grain Marketing Board
Global Navigation System Satellite
Government of Zimbabwe
Global Political Agreement
Deutsche Gesellschaft für Technische Zusammen arbeit
Hydro Cahora Bassa
Highway Design Model
Highway Design Model
Heavily Indebted Poor Countries
Human Immunodeficiency Virus
Harvard University Guide
International Atomic Energy Agency
International Air Transport Association

Zimbabwe Report xix

ICAO
ICOLD
ICT
ICT4D
IDA
IDBZ
IFI
IMCCPP
IPP
IPTV
IRF
IRWSSP
ISP
IT
ITC
ITU
JHEA
JMP
Km
MAED
MDC-T
MDG
MEPD
MIC
MISA
MLGRUD
MMS
MOHCW
MoLGPWUD
MoTC
MoTCID
MSTD
MT
MTCID
MTP
MW
MWRDM
NAC
NCU
NECF
NGO’s

xx

International Civil Aviation Organization
International Commission On Large Dams
Information and Communications Technology
Information and Communications Technology for Development
International Development Association
Infrastructure Development Bank of Zimbabwe
International Financial Institution
Inter-Ministerial Committee on Public-Private Partnerships
Independent Power Producer
Internet Protocol Television
International Road Federation
Integrated Rural Water Supply and Sanitation Program
Independent Service Provider
Information Technology
Independent Transmission Company
International Telecommunications Unit
Journal of Higher Education in Africa
Joint Monitoring Program
Kilometer
Model for Analysis of Energy Demand
Movement for Democratic Change-Tsvangirai
Millennium Development Goal
Ministry of Energy and Power Development
Middle Income Country
Media Institute of Southern Africa
Ministry of Local Government, Urban and Rural Development
Maintenance Management System
Ministry of Health and Child Welfare
Ministry of Local Government, Public Works, and Urban Development
Ministry of Transport and Communications
Ministry of Transport, Communication and Infrastructural Development
Ministry of Science and Technology Development
Metric Ton
Ministry of Transport, Communications and Infrastructure Development
Medium-Term Plan
Megawatt
Ministry of Water Resources Development and Management
National Action Committee
National Coordination Unit
National Economic Consultative Forum
Non Governmental Organisations

Zimbabwe Report

NMPWS&S
NNAP
NOCZIM
NRZ
ODA
OECD
PAZ
POSA
POTRAZ
PPP
PSB
PSC
PSIP
PSO
PTC
R&D
RBZ
RCDF
RDC
REA
RF
RICZ
RMRP
RSRDP
RTRN
SACAA
SADC
SANRAL
SAPP
SAR
SARP
SHA
SIDA
SMEs
SNEL
SOE
SSA
STERP
TFP
TRAZ
TRC

National Water Master Plan for Rural Water Supply and Sanitation
NGO Network Alliance Project
National Oil Company of Zimbabwe
National Railways of Zimbabwe
Official Development Assistance
Organization for Economic Cooperation and Development
Privatization Agency of Zimbabwe
Public Order and Security Act
Postal and Telecommunications Authority
Public Private Partnership
Post Savings Bank
Passenger Service Charge
Public Sector Investment Program
Public Service Obligation
Post and Communications Corporation
Research and Development
Reserve Bank of Zimbabwe
Rural Capital Development Fund
Rural District Councils
Rural Electrification Agency
Road Fund
Railway Infrastructure Company of Zimbabwe
Road Maintenance and Reform Project
Road Sector Reform and Development Program
Regional Trunk Road Network
South African Civil Aviation Authority
Southern African Development Community
South Africa National Road Agency Inc.
Southern Africa Power Pool
Search and Rescue
Standards and Recommended Practices
State Highways Authority
Swedish International Development Agency
Small and Medium Enterprises
Société Nationale D’Electricité (DRC Power Company)
State-Owned Enterprises
Sub-Saharan Africa
Short-Term Emergency Recovery Program
Total Factor Productivity
Transport Regulatory Agency of Zimbabwe
Tanzanian Railway Company

Zimbabwe Report xxi

TRN
TSCZ
TV
UC
UCAZ
UDI
UN
UNDP
UNICEF
US
USAID
USD
USF
VAT
VHF
VID
VoIP
VOR
VSAT
WASH
WEF
WES
WI/R
WSIS
WTO
ZCIC
ZERC
ZESA
ZESCO
ZETDC
ZFIR
ZID
ZINARA
ZINWA
ZPC
ZRSC
ZUPCO

xxii

Talk Radio Network
Traffic Safety Council of Zimbabwe
Television
Urban Council
Urban Council Association of Zimbabwe
Unilateral Declaration of Independence
United Nations
United Nations Development Program
United Nation’s Children’s Agency
United State of America
United States Agency for International Development
United States Dollar
Universal Services Fund
Value Added Tax
Very High Frequency
Voltage Identification Digital
Voice over Internet Protocol
VHF Omni-directional Radio Range
Very Small Aperture Technology
Water, Sanitation and Hygiene
World Economic Forum
Water, Environment, Sanitation
Wireless Internet Connection
World Summit on Information Society
World Trade Organization
Zimbabwe Construction Industry Council
Zimbabwe Electricity Regulatory Commission
Zimbabwe Electricity Supply Authority
Zambia Electricity Supply Corporation
Zimbabwe Electricity Transmission and Distribution Company
Zimbabwe Flight Information Region
Zimbabwe Infrastructure Dialogue
Zimbabwe National Road Administration
Zimbabwe National Water Authority
Zimbabwe Power Company
Zimbabwe Railway Services Company
Zimbabwe United Passenger Company

Zimbabwe Report

PART A
A PROGRAM FOR SUSTAINED
ECONOMIC RECOVERY

CHAPTER 1:

From Stagnation to Economic Recovery
1.1

PATTERNS OF GROWTH
AND DEVELOPMENT
SINCE 1960

1.1.1

Overview

Prior to 1990, Zimbabwe experienced periods
of strong and weak economic performance.
Real GDP growth rates averaged nearly 4.5
percent a year during 1960-80, reﬂecting
deliberate policies that promoted large-scale
investment in domestic manufacturing and
agriculture. The latter policies were motivated
in large part by a need to achieve self-sufﬁciency
following international sanctions against
the Unilateral Declaration of Independence
(UDI) Government. Since 1980, Zimbabwe’s
performance has been mixed, reﬂecting
policy lapses and adverse weather conditions
that affected agricultural output. The country
recorded its strongest post-independence
growth performance during 1980-90 with gross
domestic product (GDP) growing by an average
of around 5.5 percent, higher than the average
for Sub-Saharan African (SSA) countries,
while the population grew at about 3 percent.
Real GDP growth was, however, characterized
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by considerable volatility inﬂuenced by
weather conditions and high levels of foreign
capital inﬂows at independence in 1980. It was
also driven by redistributive ﬁscal policies that
focused on increased Government spending
on health, education, and other social welfare
programs within the framework of a command
economy. Since 1990, the poor policy
environment, government controls, droughts,
and measures to address social inequalities via
the provision of basic and social services at the
expense of production, combined to cause the
poor performance of the economy.

1.1.2

From Strong Growth to
Economic Decline

The above summary of Zimbabwe’s recent
economic history is reﬂected in Figure 1.1,
which highlights the evolution of GDP during
the post-independence period and shows the
growth rates for different sub-periods. Four
distinct episodes can be distinguished during
the 1960-2008 period: two pre-independence
sub-periods covering 1960-72 and 197379, and two post-independence sub-periods
covering 1980-97 and 1998-2008.

From Stagnation to Economic Recovery

Map 1.1: General Map of the Southern African Region

● Episode 1: Gross domestic product (GDP)
increased at an average of 4.5 percent a year
during 1960–70, reﬂecting interventionist
and protectionist policies designed to propel
the manufacturing sector. These succeeded
From Stagnation to Economic Recovery

in promoting domestic manufacturing
and self-sufﬁciency in consumer goods,
while investment increased signiﬁcantly,
as reﬂected in the steady increase in gross
capital formation throughout this period.
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● Episode 2: Growth slowed to 3.8 percent
a year during 1970-79, reﬂecting the war
of independence and economic sanctions
against the UDI government of Rhodesia at
the time.
● Episode
3:
Independence
brought
resurgence in economic activity, with GDP
growth averaging about 5.5 percent during
1980-1990. Economic growth in Zimbabwe
surpassed the average for Sub-Saharan
Africa during this period. The economy
rebounded signiﬁcantly in the early years of
independence averaging 10 percent growth
during 1980-82. This was inﬂuenced by
favorable domestic and external conditions,
including the lifting of economic sanctions,
stimulation of overall demand in the economy
with redistributive ﬁscal policies, and the
opening up of external markets, fuelled
activity. Thereafter, until towards the end of
1990s, growth was, characterized by periods
of economic booms and busts corresponding
essentially to periods of good weather or
severe drought. The general trend of the
1990s is that the economy showed signs of
weakening on account of low investment, an
adverse internal environment and cutback in
production by manufacturing industries due
to foreign exchange shortages.
● Episode 4-the Lost Decade: Between 2000
and 2008, a sustained and broad-based decline
in economic activities led to a cumulative
decline of nearly 50 percent in real GDP
growth. The crisis can be attributed largely to
a combination of factors, including economic
mismanagement, poor governance mainly
arising from weaknesses in the rule of law in
the context of the Government’s fast-tracked
land reform program, the concomitant loss
of support from the international community,
capital ﬂight, and low investment. The
inﬂation rate increased substantially from
2000, reaching triple ﬁgures in 2006. It then
moved to severe hyperinﬂation in 2007
before peaking at ﬁve hundred billion percent
at end-2008. It was fueled by years of money
creation to ﬁnance public expenditures and
quasi-ﬁscal spending by the Reserve Bank of
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Zimbabwe (RBZ). Sustained high inﬂation
contributed to real output contraction,
while widespread controls of producer and
retail prices accentuated shortages of most
consumer items. Expropriation of farm
land and resettlement in communal and
commercial agriculture exacerbated the
decline in food output.

1.1.3

A Weak Investment
Performance

Zimbabwe’s poor growth performance also
reﬂects a low rate of investment. Gross domestic
investment averaged about 18 percent of GDP
during1980-89 and 19 percent during 19901999, respectively. It fell drastically to about
3 percent of GDP in 2000-06.The investment
rates in recent years are below the average for
low income Sub-Saharan Africa of about 19
percent of GDP. The level of investment since
2000 has therefore been inadequate for the
maintenance of the existing stock of capital, let
alone for the expansion of the productive base.

1.1.4

The Incidence of Poverty
has increased

As a result of the drastic decline in economic
performance in the past decade, Zimbabwe
experienced a rapid increase in poverty, and
real per capita income fell sharply from about
US$644 in 1990 to $433 in 2006 and to an
estimated $338 in 2008 (Figure 1.2).
The poverty rate has increased from 42 percent
in 1995 to 63 percent in 2003 and is currently
estimated to be over 70 percent. Inequality is
very high, with the Gini coefﬁcient estimated
at 57 percent in 2003, one of the highest in the
world. Some estimates put unemployment at
80 percent. An estimated 1.2 million people,
nearly 10 percent of the population, live with
HIV/AIDS in Zimbabwe. In 1980, Zimbabwe
had the tenth highest gross national income
(GNI) per capita in Sub-Saharan Africa, but by
2005 it ranked 34th out of the 48 Sub-Saharan
countries. An extended period of strong
economic growth will therefore be required
to raise incomes to the levels prevailing in the
1980s and early 1990s.
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1.2

THE CHANGING
ECONOMIC STRUCTURE

1.2.1

Overview

Whether Zimbabwe’s economic growth
was balanced across productive sectors and
especially whether the slowdown affected
equally all areas of the Zimbabwe economy are
interesting questions that provide important
insights into the nature of the development
process over the past half century.
The following sectoral analysis sheds
some light on the long-term evolution of
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Zimbabwe’s economy, and gives insights
into changes arising from economic crises,
macroeconomic adjustment, and reform.
From 1999 to 2008, the country’s key sectors
(agriculture, manufacturing, mining, and
services) shrunk signiﬁcantly as a result of
shifting government policies that weakened
the economy’s ability to weather external
shocks (Figures 1.3 and 1.4).

1.2.2

Primary Production

Agriculture is the key sector of the Zimbabwe
economy. Although its share in GDP is now
lower than that of the manufacturing sector, it is
Zimbabwe Report 5

the most important sector in terms of
contribution to exports, provision of livelihood
for many Zimbabweans, particularly in the rural
areas, production of the bulk of the country’s
food requirement. The agricultural sector also
has linkages with the manufacturing sector as
a supplier of a sizeable proportion of the raw
materials required in the industrial sector, as well
as a consumer of a large portion of industrial
sector output (fertilizer, chemicals, stock feed,
machinery, spare parts, and liquid fuels).
Agricultural production has declined steadily
and drastically over the years. While the share
of agriculture in GDP was about 22 percent in
2001, it fell to about 10 percent in 2008. The
sector’s value added contracted by 66 percent
during 1999-2008, with most of the contraction
occurring in commercial and communal
farming. The contraction was triggered mainly
by the fast track land reform program, erratic
weather, limited access to ﬁnance, infrastructure
bottlenecks, control of producer and food
prices, and large-scale underutilization of land.
Lack of security of tenure adversely affected
investment in agriculture.
The mining sector remains small and
largely underdeveloped. It contributed less
than 3 percent of GDP in 2008, down from a
peak of over 8 percent at independence1. This
is in spite of the fact that Zimbabwe is rich

in mineral resources. Major resources of the
sector include gold, diamonds, coal, iron ore,
chrome ore, nickel, and platinum. Others,
such as silver, cobalt, tin metal, limestone,
phosphate, and lithium, also exist, but only in
small quantities. The mining sector contracted
by a cumulative of 81 percent during 19992008. In addition to an uncertain investment
climate, performance of the mining sector has
been hindered by the stiff foreign currency
surrender requirements of the Reserve Bank of
Zimbabwe, increased government control of
the sector, and lack of clarity over the royalty
and tax regime. Consequently, the production
of all minerals has fallen well below their peak
levels. Gold production dropped from 27 tons
in 1999 to 3.6 tons in 2008, with similar trends
in the output of all other minerals. In this regard,
Zimbabwe lost a golden opportunity to take
advantage of the lengthy sustained worldwide
commodity price boom during 2003-08.2
Despite these challenges, the sector is also
expected to be the primary driver of growth in
the near term and will attract the most foreign
direct investment (FDI), assuming uncertainty
over the controversial Indigenization Law
(which is discussed in Chapter 5) and structural
constraints, such as a lack of electricity,
a shortage of skills, and limited access to
domestic capital, are addressed.

1
2

Mining’s value-added processes fall under manufacturing.
Recently, the business climate for mining companies has been adversely affected by the uncertainties regarding
the implementation of the Indigenization and Empowerment Act passed in 2010.
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Map 1.2: General Map of Zimbabwe

1.2.3

The Industrial Sector

Under heavy protection, the manufacturing
sector grew rapidly in the 1960s. However,
From Stagnation to Economic Recovery

since independence in 1980, manufacturing
output has grown very slowly. In the 1980s
it grew at an average of only 2.7 percent
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compared with the rapid growth of 11 percent
per annum during 1965-75. Growth was
constrained by scarce foreign exchange and
an overvalued exchange rate. Manufacturing
value added grew even more sluggishly in
the 1990s at the time when the authorities
undertook a series of partial reforms aimed
at liberalization of the economy and removal
of restrictions to import. Manufacturing was
the leading sector until late 1990s despite its
share of GDP having declined signiﬁcantly to
about 18 percent in 2000 from 23percent in the

1980s.3 The declining trend in manufacturing
can be attributed to a combination of
challenges stemming from unstable and
unpredictable policies that had led to high
and unpredictable inﬂation, acute shortages
of foreign exchange, an overvalued exchange
rate, persistent fuel shortages, inadequate and
costly infrastructure services (particularly
power and water), inefﬁcient transport, as
well as price controls and shortage of skilled
labor associated with brain drain and tough
labor regulations.

Box 1.1. Linkages between Agriculture and Manufacturing
The manufacturing sector has always had strong linkages with the agricultural sector, with agriculture sourcing
from it over half of intermediate goods, such as insecticides, stock feeds, and fertilizer, while nearly half of
agricultural produce is supplied to the manufacturing sector. The performance of the two sectors is, therefore,
closely correlated. The collapse of agricultural activities associated with the implementation of the fast track
land reform program by the Government had a devastating impact on the manufacturing sector in the past
decade. Between 1999 and 2008, manufacturing activities experienced a cumulative decline of 92 percent. It is
also estimated the capacity utilization in the sector collapsed to less than 10 percent by 2008.

1.2.4

The Services Sector

Services accounted for an average of about
48 percent of GDP during the 1980s and
49 percent during the 1990s. Although the
service sectors value added contracted by
a cumulative of nearly 18 percent during
2000-08, the share of the sectors’ in GDP
increased to an average of over 54 percent
during the same period due to the fact that
the other key sectors (mainly agriculture
and manufacturing) shrunk relatively more
rapidly during the economic crisis. The
services sector comprise economic activities
including transportation and communications,
tourism, ﬁnancial services, and electricity that
have sharply deteriorated over time, as well
as community and personal services, which

are sensitive to weaknesses in law and order
and in governance.
The services sector is likely to continue
to dominate the Zimbabwean economy. The
recovery of infrastructure services along
the lines discussed in this Report, ﬁnancial
services, tourism, and community services,
would ensure that the sector continues to be an
important source of growth and employment
creation in Zimbabwe going forward. Strong
backward linkages with the agricultural and
manufacturing sectors and the potential for
developing the Victoria Falls, water-sport on
Lake Kariba and the Zambezi River, game
reserves, hunting and photographic safaris,
and proximity to South Africa are major assets
in this regard.

3

Still, roughly three times as large as the average for Sub-Saharan Africa. In fact, Zimbabwe was SSA’s second
most industrialized country after South Africa in the 1990s.

8

Zimbabwe Report

From Stagnation to Economic Recovery

From Stagnation to Economic Recovery

Zimbabwe Report 9

1.3

SOURCES OF ECONOMIC
GROWTH SINCE 1960

1.3.1

Evolution of Sources of
Zimbabwe’s Economic Growth

For Zimbabwe, an important question is
whether its growth has been driven by labor
and capital accumulation or by productivity
growth. The aggregate output of an economy
may be characterized as the product of all
employed inputs, usually categorized as
capital and labor (Solow 1957). The growth
accounting procedure breaks down output
growth into shares accruing to the growth
of capital and labor and to a portion that is
not accounted for by increases in the use of
these inputs. This unexplained part of output
growth is usually considered as the growth in
total factor productivity (TFP), and is taken
to represent productivity improvements or to
be a measure of broadly deﬁned technological
progress that explains the growth in output
over time, while holding input levels ﬁxed.
The vague nature of TFP has provoked long
debate on the role that it plays in promoting
overall economic growth. It is a residual that
drops out of the growth accounting procedure,
representing the difference between overall
economic growth and the sum of the
contributions of growth of the input factors.
Nevertheless, empirical evidence indicates
that it accounts for an increasingly large
share of output growth in countries that have
been able to sustain their economic growth
rates over time. Efforts to better explain what
TFP is and the role that it plays in economic
growth have thus become important exercises
in growth theory and development economics.
On the one hand, endogenous growth models
4
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point to improvements in, say, the quality of
physical infrastructure and human capital
stock as well as broader and deeper ﬁnancial
development as possible ways by which the
rate of innovation (or TFP growth) can be
accelerated. Conversely, accounts in the new
institutional economics literature suggest that
institutional change that promotes broad-based
property rights or solves coordination failures
in an economy enhances the economy’s
overall efﬁciency and its growth prospects.
From both interpretations of TFP, however,
the message is clear: A better understanding of
the determinants of TFP growth is important
for designing better policies to strengthen and
sustain future economic growth.
A growth accounting exercise has therefore
been undertaken to provide insights about
the historical growth trends and mediumterm growth prospects for Zimbabwe.4
Assumptions of constant returns to scale and
competitive factor markets make it possible
to calculate the growth rate of output implied
by the growth of physical and human capital.
The analysis below estimates how much of the
growth in output in Zimbabwe is associated
with increases in physical capital and labor
inputs, and how much is due to technology,
institutional change, and other factors. The
growth accounting exercise was performed for
the 1960–2007period,
Table 1.3 shows the contributions of the three
factor inputs to GDP growth from 1960 to
2007. The analysis indicates that the growth in
labor and capital were the main sources of GDP
growth in this period. The ﬁrst decade marks the
strongest growth in real GDP for Zimbabwe,
Total factor productivity (TFP) contributed
signiﬁcantly to output growth in this period
increasing by 2.7 percent year for the decade

The framework used for the growth accounting analysis assumes that output (Y) follows a Cobb-Douglas
production function and is measured as deﬂated value added. The Cobb-Douglas function was assumed to have
output elasticities of capital and labor of 0.33 and 0.67 respectively. Capital stock is derived from data on gross
ﬁxed investment using the perpetual inventory method, with an assumed depreciation rate of 5 percent. The
derived capital-output tatio in 1960 is 3.1. The labor input is the labor force proxied by data on the economically
active population. All data except for capital, which are derived, are from the AfDB Data Platform and the World
Bank Development Indicators Report. Total factor productivity is derived as a residual.
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as a whole. In the subsequent decades, the
growth in the labor force made an increasingly
signiﬁcant contribution to real GDP growth,
In other words, Zimbabwe’s GDP growth
during this period has been achieved largely by
adding labor to production. The decline in the
contribution of capital in the post-independence
period reﬂected the earlier-mentioned declining

levels of investment that stemmed from the
generally poor investment climate, consecutive
droughts, and weak demand for Zimbabwean
exports. During the 1990s, the small increase
in capital’s contribution to growth in the 1990s
was most likely the result of policy reforms at
that time which were aimed at increasing private
investment.

The most striking result from the Figure 1.6 is
that the estimated size of TFP growth and its
relative contribution to Zimbabwe’s economic
growth fell markedly after 1990. This implies a
shift in the sources of the Zimbabwe’s growth
from capital accumulation to sharp declines in
TFP growth. Prior to 2000, expansion of the
capital stock and labor were the main sources
of output growth in Zimbabwe; after 2000,
the contribution of capital accumulation was

negligible and the negative impact of TFP
growth offset the effects of the growth in the
labor force and dragged down the overall
economic growth rate. However, the sharp drop
in GDP during this period may be distorting the
results. Essentially, because TFP is measured
as a residual, business cycle effects (that is,
the economy’s move below potential growth
during the recession) may be mixed with
productivity growth effects. The business-
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cycle adjusted TFP, however, supports the
view that a decline in the productivity of labor
and capital accounted for most of the decline
in economic growth during this period.

1.4

ECONOMIC RECOVERY
AND MACROECONOMIC
STABILITY

1.4.1

Economic Recovery in 2009

The reforms, in particular the multi-currency
regime and the cash budget system, adopted
by the Inclusive Government (IG) in March
2009 have helped to restore macroeconomic
stability and support an emerging economic
recovery. In response to the more stable and
liberalized economic environment under the
Short-Term Emergency Recovery Program
(STERP), real GDP grew by 5.7 percent in
2009 and is estimated to have risen strongly by
about 8 percent 2010, compared with a decline
of about 14 percent in 2008.
The economic expansion is broad-based,
with agriculture estimated to have grown
by 14.9 percent in 2009 on a strong maize
crop yield. The liberalized grain market
environment, improved support and timely
availability of inputs through the open market
contributed to the improved production of
maize in 2009. However, although at 1.2
million tons maize crop doubled in 2009, it still
fell far short of the national cereal requirement
of 1.95 million tons. In 2010, agriculture is
expected to register a strong growth of about 34
percent, mainly driven by a strong production
of tobacco, sugar, maize and cotton by 110
percent, 35 percent, 34 percent and 23 percent,
respectively, underpinned by higher hectarage.
Manufacturing grew by 10 percent in
2009 after capacity utilization rose from less
than 10 percent in 2008 to levels in the range
of 30-50 percent. Manufacturing activity
beneﬁted from the removal of price controls
on basic commodities, the ability to earn
revenue streams in foreign currency and the
possibility of using foreign currency for the
12
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purchase of inputs on liberalized markets. The
sector’s recovery momentum has, however,
not been sustained and manufacturing is
estimated to have posted a modest growth
rate of only 2.7 percent in 2010, reﬂecting
competitive hurdles the sector is still facing,
including liquidity constraints, competition
from imports, high costs of borrowing, and
infrastructure bottlenecks (in particular erratic
power and water supplies). Mining rose by
8.5 percent in 2009, taking advantage of the
removal of forced foreign exchange surrender
requirements and full retention of market
proceeds. It is estimated to have registered
a very high growth rate of47 percent in the
2010, in spite of investor concerns over the
Indigenization and Empowerment Regulations
and liquidity constraints which made mediumto long-term ﬁnance for plant refurbishment
largely inaccessible. The sector’s strong
performance was inﬂuenced by continued
bullish mineral and metal prices.
The tourism industry also registered its ﬁrst
growth in a decade, thanks to current political
stability. It grew by an estimated 6.5 percent in
2009 and growth is expected to be subdued in
2010 estimated at only 0.5 percent reﬂecting
capitalization constraints facing the sector and
slow recovery in the global economy. Since the
onset of the economic crisis, the performance
of the sector has been adversely affected by
the country’s image internationally and the
increase in the number of travel warnings
issues against Zimbabwe.
The ﬁnancial turmoil of recent years had
resulted in sharp curtailment of banking
activities, and ﬁnancial intermediation
started to recover only in 2009. Total bank
industry dollar deposits grew very rapidly
reaching US$1.35 billion by 31 December
2009 and US$2.3 billion by September 2010
from US$297.6 million as at 31 January
2009, reﬂecting increased conﬁdence in the
banking system, the elimination of surrender
requirements, and short-term private inﬂows.
The increase in deposits, together with foreign
credit lines, allowed the commercial banks to
From Stagnation to Economic Recovery

expand their portfolios. As a result, total loans
and advances grew from US$79.6 million in
January 2009 to US$738.9 million in December
2009 and US$1.42 billion by September 2010.
This, however, is not sufﬁcient to fund lending
requirements to restart the economy. Although
the loan-to-deposit ratio of about 63 percent
in September June 2010 compares favorably
with the levels obtaining in the neighboring
countries, the ﬁnancial turmoil of recent years
has resulted in sharp curtailment of business
sector access to conventional 90 and 180 day
external trade ﬁnancing facilities with longerterm loans accounting for only less than 3
percent of overall loans. Lending rates of as
high as 30 percent are extremely prohibitive
against deposit rates of as low as 2 percent,
which tend to discourage saving. This cautious
approach by banks reﬂects high credit risks
and the liquidity crunch in the economy, as
well as the absence of overnight central bank
facilities and an interbank market.

1.4.2

Return to Macroeconomic
Stability

The hyperinﬂation of 2008 was brought to a
halt in 2009, reﬂecting the dollarization of the
economy, the end of monetary injections by the
authorities, and the increase in food crops and
in the supply of goods in the shops. Year-onyear inﬂation fell to -7.7 percent in December
2009, but picked up during the ﬁrst quarter of
2010 reaching -4.8 percent in January, -0.7
percent in February, and 6.1 percent in May
2010. The upward trend was being driven
by rising prices of food and non-alcoholic
beverages, a reﬂection of signiﬁcant wage
increases awarded to public and private sector
employees in the ﬁrst quarter of 2010 and the
appreciation of the South African rand against
the U.S. dollar. It also reﬂects tariff adjustments
for public utilities. Annual inﬂation, however,
registered a downward trend from June 2010,
easing to 3.6 percent in October. It is estimated
to remain within single digits in 2010, reﬂecting
favorable developments in food, housing and
utility prices.
From Stagnation to Economic Recovery

Fiscal discipline was imposed in 2009
through strict adherence to a cash budget
system and the halting of Reserve Bank’s quasiﬁscal activities by the authorities. Although the
ﬁscal position was broadly balanced in 2009,
difﬁcult ﬁscal challenges remain. Revenue
collection increased from less than 4 percent
of GDP during hyperinﬂation in 2009 to
US$973.0 million (about 19 percent of GDP)
in 2009, but it fell short of the budgeted amount
of US$1.9 billion. Value added tax (VAT)
was the main source of revenue, contributing
39 percent of total collections in 2009. The
improved revenue collection was boosted by
the stabilization of prices and strong tax policy
and administration. Total expenditure (and
net lending) amounted to US$920.9 million
in 2009, of which about 53 percent was spent
on civil service wages, the highest in SubSaharan African countries. The wage bill is the
single largest component in the Government
budget and crowds out a signiﬁcant portion
of capital expenditures. As a result, capital
expenditures accounted for only about 5
percent of the total budget (1 percent of GDP).
Thus, the Government has little ﬁscal space
to increase spending for infrastructure and for
many socially oriented programs. The 2010
budget proposed total expenditure of US$2.25
billion against revenues of US$1.44 billion in
2010. The ﬁnancing gap was expected to be
ﬁnanced by drawing down part of Zimbabwe’s
SDR holdings and/or through donor loans
and grants. While total revenue receipts for
the period January-October 2010 were above
target, amounting to US$1.79billion, ofﬁcial
inﬂows during the same period performed
poorly with only US$360 million received,
compared with US$810 million that was
budget for 2010. Total expenditure during the
period January-October 2010 amounted to
US$81.46billion, of which US$677.7 million
represented employment costs (about 46
percent of actual total expenditures). Given
that the authorities are operating a cash budget
system, the ballooning wage bill will continue
to crowd out budgeted capital expenditures,
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particularly for ﬁnancing urgent infrastructure
maintenance and rehabilitation projects critical
for economic recovery, as well as for essential
social programs.

1.4.3

External Accounts continue
to be a Major Concern

Zimbabwe’s external position remains
precarious. In 2009, total exports amounted
to about US$1,591 million, compared with
US$1,657 million in 2008. The weak export
performance is attributed to lower export prices
as a result of the global economic downturn,
decreased output volumes of selected
agricultural and mining export products, as
well as limited access by businesses to both
domestic and offshore credit lines. Imports
increased substantially by about 22 percent from
US$2,630 million in 2008 to US$3,213 million
in 2009, reﬂecting the need to compensate for
shortfalls in domestic production of agricultural
goods and raw materials and increased demand
for rehabilitation or replacement of capital
equipment. The current account deﬁcit widened
further to nearly 17 percent of GDP in 2009
from 16 percent in 2008. It was largely ﬁnanced
by short-term private inﬂows, SDR allocations,
external payment arrears, and reduction in
banks’ foreign assets. Developments in the
capital and ﬁnancial accounts continued to
be dominated by the accumulation of arrears
in 2009, increasing the balance of payments
deﬁcit in the absence of substantial inﬂows
from disbursements of public sector loans/
grants as well as from foreign direct and
portfolio investments. In 2010, the current
account deﬁcit is estimated to remain high at
almost the same level as in 2009 on account
of increasing imports estimated at US$3.6
billion against exports of about US$2.0billion
and a slowdown in private transfers, such as
remittances, to about US$660 million, compared
with almost US$1.0 billion in 2009. The capital
account is, nevertheless, expected to move to
a surplus of US$578.5 million in 2010 from a
deﬁcit of about US$560 in 2009, on account
of improved inﬂows in portfolio investment
14
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and short-term capital. Accordingly, the overall
balance of payments deﬁcit is projected to
improve to a deﬁcit of US$462 million from
that of US$1.9 billion during the same period.
Gross international reserves are projected to
remain very low, estimated to equal less than
1.4 months of imports in 2010, compared with
1.2 months in 2009.
Zimbabwe’s external debt remains highly
unsustainable and continues to grow owing
to accrual of arrears and new payments of
interest and penalty charges on existing
payment arrears. The country has made only
limited payments on its external debt since
2000 owing to the prolonged political and
economic crisis. Its total external debt is
estimated at about US$6.9 billion by October
2010, of which over two thirds are arrears to
most of Zimbabwe’s creditors. The arrears to
international ﬁnancial institutions (IFIs) are
estimated to reach US$1.5 billion (US$0.5
billion due to the AfDB, US$0.1 billion to the
IMF and US$0.7 billion to the World Bank).
The country is in debt distress.
Cognizant of the need urgently to resolve the
debt overhang, the Government is considering
adopting a comprehensive “hybrid” strategy,
which will include a request for debt relief under
the HIPC Initiative to resolve external payments
arrears and the use of mineral resources
to achieve sustainable development. The
Government is also in the process of setting up
a Debt Management Ofﬁce, with AfDB support,
which will be responsible for implementing
the country’s arrears clearance and debt relief
strategy, reviewing and strengthening the
statutes and regulations, and giving advice to
Government on public debt issues.

1.5

ECONOMIC OUTLOOK
FOR THE SHORT- AND
MEDIUM-TERM

1.5.1

The Challenges Ahead

Zimbabwe’s short- to medium-term economic
growth outlook is subject to a variety of
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threats. First, the ﬁscal scenario is likely to
remain unsustainable if public sector wage
costs are not contained and indeed reversed
to create ﬁscal space for urgent growthoriented investment programs and social
projects. Second, the stability of the ﬁnancial
sector needs to be preserved through the
intensiﬁcation of measures to contain rapidly
rising liquidity and credit risks to the banking
system by stepping up supervisory efforts
and addressing governance weaknesses at the
RBZ. The increased vulnerabilities of banks
emanate from the rapid growth of credit since
the introduction of multi-currencies and the
resultant balance of payments deﬁcits, which
can have serious consequences on Banks’
foreign assets. Third, measures to promote
signiﬁcant improvement in the business
climate need to be pursued aggressively,
especially with regard to property rights,
the clariﬁcation of the regulations under the
indigenization legislation, and security of land
tenure. Fourth, the lack of access to medium- to
long-term ﬁnancing for critical investment in
infrastructure rehabilitation and maintenance
and upgrading of power generation capacity,
as well as limited access by business to lines
of credit, needs to be addressed.
The Government is acutely aware of
these concerns and is drawning up a plan for
the medium-term that aims to address these
challenges.

1.5.2

Government’s Plan for
the Medium-Term

The draft Medium Term Plan (MTP) for
Zimbabwe sets out the national priorities and
guidance for government policy documents and
the national budgeting process for 2010-15. It
responds to the mandate set out in Article III of
the Global Political Agreement to support the
restoration of economic stability and growth
in Zimbabwe and builds on the foundations
laid by the Short-Term Emergency Recovery
Program (STERP) adopted by the Inclusive
Government in March 2009. The MTP is
guided by the Vision 2020 and linked to the
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Millennium Development Goals (MDGs).
The theme of the MTP is the restoration and
transformation of capacities for sustainable
economic
growth
and
development.
Government anticipates that economic growth
will be broad based and private sector driven,
with strong performance in the four key
sectors of agriculture, manufacturing, mining,
and tourism. The MTP includes the following
macroeconomic targets:
• A rise in GDP to US$ 9 billion by 2015;
• An average GDP growth rate of 15 percent
per annum to achieve the targeted level of
income by 2015;
• Revenue (including grants) and total
expenditures of up to 30 percent of GDP;
• Savings and investment of up to 25 percent
of GDP;
• Budget deﬁcit of 5 percent of GDP by 2015;
• Single digit inﬂation ﬁgures; and
• Three months of import cover.
The Plan also gives particular emphasis to
the following programs: (i) infrastructure
development with emphasis on rehabilitation
and completion of outstanding projects; (ii)
implementation of pro-poor strategies as a
fundamental factor for poverty reduction;
and (iii) promotion of programs that endure
gender parity in access to education, health,
and other social services. The MTP recognizes
that these issues should be complemented by
distributive measures through special welfare
programs that will be provided to meet the
needs of the most disadvantage individuals
and communities in the country in order to
make them self-reliant.
The realization of this ambitious growth
scenario is based on a number of key
assumptions, including: political stability
through successful implementation of GPA;
continued implementation of a supportive
monetary and ﬁscal policy framework;
continuation of the present multi-currency
regime; improved governance; creation of a
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conducive business climate through strong
policy and structural reforms covering
areas such as tax, mining, land, property
rights, public enterprise, and ﬁnancial sector
development; reversal of the brain drain;
and successful re-engagement with the
international community.
The implementation of the MTP will
require a total of US$15.8 billion of recurrent
and capital expenditures. Since this cannot be
ﬁnanced through public resources alone, donor
inﬂows and private sector ﬁnancing, especially
through private-public partnerships (PPPs),
will play a critical role.

1.6

POTENTIAL
CONSTRAINTS TO
LONG-TERM GROWTH

1.6.1

Challenges for the Longer-Term

Despite the nascent recovery since 2009, and
the ambitious growth target set forth in the
draft MTP, Zimbabwe faces many hurdles to
sustain growth in the longer-term. The crisis
of the past decade reversed the country’s
progress in raising living standards and put
at risk its achievements in poverty reduction.
Deeply embedded structural constraints
prevent it from reaching its full production
potential and attaining the maximum possible
outputs that its vast resources are capable
of producing. The presence of structural
constraints and the severe deterioration in the
basic infrastructure of the country in the past
decade has eroded Zimbabwe’s international
competitiveness, an issue of major concern
given the importance of export markets for
sustained long-term growth
Zimbabwe continues to be among the
least competitive economies in the world.
This is evidenced by the 2010-2011 Global
Competitiveness Report by the World
Economic Forum5, which ranked Zimbabwe
136th (out of 139 economies) in terms of the

Global Competitiveness Index (GCI). The
weak competitiveness of the Zimbabwe
economy reﬂects several constraints that are
critical to determining the level of productivity
of the country, including inadequate supply of
infrastructure facilities (which is ranked 129).
The country also scores low on a number of
other indicators, such as macroeconomic
environment (ranked last at 139), technological
readiness (135), market size (134), goods
market efﬁciency (130) and labor market
efﬁciency (129). Most of these issues have
some linkages with the quality of infrastructure
in the country (see Figure 1.6).
To accelerate growth and reduce poverty,
Zimbabwe must address the limitations it faces
in promoting the efﬁcient use of resources and
in raising productivity. Continued reliance on
expanding the factors of production—that is,
a growing labor force and capital stock—is
essential for increasing long-term supply. But
more than simple accumulation of factors,
efforts to use these resources more efﬁciently
and spur innovation hold the key to sustaining
high growth over the longer term. Expanding
trade would also allow Zimbabwe to transition
away from labor-intensive to more capital- and
knowledge-intensive manufacturing and put
the country on a higher growth proﬁle.
Zimbabwe supplies cheap labor to South
Africa and other neighboring countries, but the
sharp deterioration in the educational systems
and inﬂexible labor laws are hurdles to further
progress. Overhauling the educational system
would contribute to the quality and quantity
of its rich resource base of highly skilled
professional and educated workforce. Poor
infrastructure and high infrastructure costs
present key binding constraints to sustained
growth. By rehabilitating and strengthening
its infrastructure, production and trade costs
are reduced, which in turn attracts FDI and
has a direct impact on productivity and trade.
Another binding constraint arises from decades
of bank-dominated ﬁnancial intermediation

5. See http://ww3.weforum.org.
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and government-directed lending that have left
domestic ﬁnancial systems underdeveloped.
Complex
institutional
and
regulatory
frameworks have further limited the scope for
continually expanding growth. Modernizing
the ﬁnancial system would increase
intermediation and lower lending rates and so
allow it to launch Zimbabwe toward a highergrowth path as the future unfolds.
As Zimbabwe’s reform of institutions and
economic policies and its resulting recovery
gather momentum, medium- and long-run
growth will reassert itself as the overriding
concern of policy makers. Understandably, the
policy makers were preoccupied with stabilizing
short-run output during the depths of the crisis
over the last decade, as exports plummeted and
growth stagnated. Prudent ﬁscal and monetary
policies have so far led to a resurgence of real
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GDP growth. Zimbabwe can now build on these
gains and return to its growth agenda unﬁnished
at the time of independence. While the shortterm recovery measures can help revive the
economy somewhat, they cannot sustain growth
over a longer time horizon. While short-run
output ﬂuctuations are determined primarily by
aggregate demand, long-run growth depends
largely on supply-side factors, which augment
an economy’s productive capacity. Long-run
growth reﬂects the combined effects of the
accumulation of factors of production─capital
and labor─and productivity improvements,
and involves structural supply-side strategies
that enable individuals, ﬁrms, industries, and
the entire economy to become more productive
on a sustained basis. For Zimbabwe, this
would require a major improvement in its
infrastructure. 
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CHAPTER 2:

Status of Infrastructure Services in the Economy
2.1

THE SETTING

2.1.1

Background

This Chapter begins by brieﬂy discussing
the role that infrastructure plays in economic
development and the impact it can have on
growth. It ﬁrst provides a deﬁnition of the word
“infrastructure”, discusses how infrastructure
supports economic growth, and then reviews
the current status of infrastructure in
Zimbabwe. It concludes with an assessment of
the major challenges associated with the further
development of the country’s infrastructure in
the decade ahead.

2.1.2

What is Infrastructure?

The usage of the word “infrastructure” has
evolved quickly in the past two to three
decades, especially between the 1980s and
1990s. According to Wikipedia1, infrastructure
is now widely deﬁned “as the basic physical
and organizational structures needed for
the operation of a society or enterprise, or
the services and facilities necessary for an
economy to function”. Wikipedia further states
that the term typically refers to the technical
structures that support a society, such as
roads, water supply, sewers, power grids, and
telecommunications. Viewed functionally,
infrastructure facilitates the production of
goods and services.
The focus of this Report is limited to
economic infrastructure, which is economy’s
capital stock that produces services to facilitate
economic production or serves as inputs to
production. The economic infrastructure
refers to assets held in transportation
services, electricity, water and sanitation,
and telecommunications sectors. The Report
gives particular attention to three aspects of
economic infrastructure: (i) the role of public
utilities and the private sector in creating and
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maintaining the infrastructure; (ii) the extent
to which these infrastructure assets promote
productive economic activity by the business
community and households, and provide
basic services for the nation as a whole; and
(iii) the extent to which the provision of these
services is efﬁcient and reliable, which is
critical to unlocking bottlenecks, improving
productivity and competitiveness, and
achieving sustained economic development
in Zimbabwe.
Another dimension of infrastructure not
covered in this Report is social infrastructure,
which provides services, such as health,
education and recreation, and has both a
direct and an indirect impact on the quality of
life. Directly, it increases economic activity
and employment creation, and indirectly, it
enhances broader developmental outcomes.
There are strong linkages between the
economic and social dimensions infrastructure
services; for example, ICT also facilitates
investment in human capital by using some
of the economy’s physical capital stock to
raise productivity of the workforce. The
impact on growth is similar to an increase in
the supply of capital; a higher capital-to-labor
ratio enables a given number of workers to
produce more per capita.

2.1.3

The Impact of Infrastructure
on Growth

The amount and quality of a nation’s economic
infrastructure has an important bearing on
economic growth in both the medium- and
longer-term. It is often viewed as the wheels
of economic activity since it provides the
environment for productive activities to take
place and facilitates the generation of growth.
Box 2.1 provides a brief review of the ﬁndings
of various studies and reports that have found
a positive association between infrastructure
and a country’s growth.

See http://en.wikipedia.org.
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Box 2.1. Literature Review: The Impact of Infrastructure on Growth
The impact of infrastructure on long-run economic growth has been studied extensively. The basic theoretical
framework of the impact of public capital on economic growth was developed ﬁrst by Arrow and Kurz (1970).
Based on this framework, the endogenous growth literature shows that an increase in the stock of public capital can
raise the steady state growth rate of output per capita, with permanent growth effects (Barro 1990, 1991, and Barro
and Sala-I-Martin, 1992). Other studies focus on the differential impact of capital and current components of public
spending on growth (Devarajan et al., 1996), showing a positive effect from capital expenditures and often negative
effects from current or consumption expenditures.
The empirical research on the role of infrastructure in economic growth started after the seminal work by
Aschauer (1989). Since then, the body of empirical literature on infrastructure and its link to economic performance
has adopted various estimation methodologies on a variety of data (panel and time series data) and measures of
infrastructure. Empirical studies in regard to the impacts of infrastructure on growth and productivity include:
Aschauer (1989), Easterly and Rebelo (1993), Canning and Fay (1993), Canning (1999), Sanchez-Robles (1998),
Demitriades and Mamuneas (2000), Roller and Waverman (2001), Esfahani and Ramirez (2003), Calderon (2008),
Calderon and Serven (2004, 2008).
Most of the literature ﬁnds a positive impact on the relationship between infrastructure and output, growth,
or productivity. However, the results largely depend on the measures of infrastructure employed in the analysis.
The empirical literature uses various measures of infrastructure, such as physical units of infrastructure, stocks
of public capital, and infrastructure spending ﬂows. Some studies use the indices of infrastructure as proxy for
infrastructure.
Sanchez-Robles (1998) constructed an index of infrastructure stock by using transportation facilities, electricity
generating supplies, and communications. Calderon (2008) and Calderon and Serven (2004, 2008) build synthetic
indices that capture the stock of the different types of infrastructure assets and the quality of service in different
infrastructure sectors.
The results are less conclusive when infrastructure spending ﬂows are used as proxies for infrastructure.
Straub (2008) claims that the positive effect of infrastructure on growth is often obtained when physical indicators
of infrastructure are used. The results are not so clear when infrastructure spending ﬂows are used as proxies for
infrastructure. This might be due to the fact that political and institutional factors (i.e. inefﬁcient government, not
the level of infrastructure investment) often affect the level of infrastructure stocks.

The common argument is that a large increase
in public spending in infrastructure services
may have a strong growth-promoting effect.
Conventional channels that macroeconomists
normally emphasize through which public
infrastructure may affect growth relate to:
(i) a direct productivity effect whereby a
higher stock of public capital in infrastructure
tends to raise the productivity of other
inputs, such as labor and the stock of private
capital, thereby reducing unit costs; and
(ii) complementarity effect whereby public
infrastructure increases marginal productivity
of private inputs and, in so doing, raises the
perceived rate of return on physical capital
by the private sector. In addition to these
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effects, several other channels have been
identiﬁed by new research, including the
indirect effect on labor productivity, effect on
the durability of private capital, and impact
on the social sectors (education and health).2
Cross-country analysis by Leipziger, (2005)
has indicated that there is a direct correlation
between infrastructure accumulation and
growth, as measured by improvements in
GDP per worker and growth in infrastructure
stocks per worker. Conversely, comparative
analysis of Latin America and Asia has
shown that under-investment in infrastructure
has serious consequences for growth and
competitiveness, particularly when inventory
holding costs are taken into account. These

See Agénor, P. and Moreno-Dodson, B (2006) and Straub (2008).
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studies suggest that the availability or absence
of the “right” infrastructure often inﬂuences
the decisions of producers and consumers
about where to live or work, whether to
produce and what to produce. This, in turn,
affects the ability of the economy as a whole
to adjust to changes and external shocks.

2.2

STATUS OF
INFRASTRUCTURE AND
SERVICES IN ZIMBABWE

2.2.1

The Setting

Zimbabwe is a landlocked country with an
area of about 391,000 square kilometers
and a population of almost 13 million.
Agriculture and mining and their related
industries, as well as Zimbabwe’s geographic
location, are the main factors that have had
a profound inﬂuence on the spatial and
modal development of the transport system
in Zimbabwe. This situation is not likely
to change in the near future. Prior to the
economic difﬁculties experienced in the past
decade, Zimbabwe’s economy was mainly
agrarian, backed by a strong commercial
farming sector. Maize was the country’s
largest crop, while tobacco was the largest
export crop, followed by cotton. The country
is endowed with a wide variety of mineral
resources, and there is extensive mining
of coal, gold, platinum, copper, nickel, tin,
clay, chromium ore, and iron ore. Among
Zimbabwe’s industrial products are steel,
wood products, chemicals, fertilizer, clothing
and footwear, foodstuffs, and beverages.
Much of the country lies on a high plateau
with the central plateau forming a watershed
between the Zambezi and Limpopo river
systems. The Limpopo and the lower Zambezi
valleys are broad and relatively ﬂat plains.
The eastern end of the watershed terminates
in a north-south mountain spine, the Eastern
Highlands, which have some of the most
productive agricultural areas of the country.
The northwest portion of the country consists
20
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mainly of plateaus interspersed with giant
granite outcrops. The southern portion of the
country consists of the level savannah that
drains into the Limpopo River.

2.2.2

Transport

The three main transport modes that serve the
Zimbabwean economy are roads, railways,
and aviation. Inland water transport is limited
and takes place mainly in man-made water
bodies such as Lake Kariba. Zimbabwe’s road
network was once considered among the best
in Africa and it was a signiﬁcant contributor
to the growth of the Zimbabwe economy.
The provision and upkeep of the network
was backed by intensive research, good
experience, and the existence of appropriate
technical standards and skills in the country.
The railway network connects Zimbabwe with
all its four neighbors and beyond. It is a major
factor in trade and economic growth within
the region. Within Zimbabwe, it connects all
major mining areas, heavy industrial centers
as well as the major agricultural collection
centers and provides much of the transport
of mineral exports to seaports in South
Africa. The use of rail for the transport of
freight also improves road safety and reduces
road damage and congestion. The aviation
industry provides international and local air
transportation links, with Harare International
airport as the main hub. The other important
airports are Joshua Nkomo International
Airport in Bulawayo, Victoria Falls, and
Buffalo Range. In addition more than 200
airports and aerodromes of diverse standards
and capacity are scattered throughout
the country. The airports are particularly
important for the country’s tourism industry.
Air transport also provides essential services
to the mining industry in Zimbabwe with
links between Harare and the major mining
provinces.
The Government is a signatory to a number
of SADC protocols that have implications for
the design and implementation of infrastructure
policy and programs within Zimbabwe.
Status of Infrastructure Services in the Economy

Most of these protocols were established in
the 1990s. Action was taken on a number of
policy fronts in the years immediately after the
protocols were signed, but in the past decade
there has been very limited further policy
reform. The SADC Protocol on Transport,
Communications, and Meteorology (1996)
is a regional protocol that committed all
SADC member states to compliance with
its requirements by 2010. In the case of
the transport sector no published policy
document covers the overall transport sector
in Zimbabwe. However, two important draft
policy documents present the Government’s
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long-term approach to the management of the
sector: the “Road Sub-sector Policy Green
Paper” of March 1999 and “Draft National
Transport Policy” of September 2005 that
sought to align national transport policy
with regional initiatives such as the SADC
Protocol on Transport, Communication, and
Meteorology, and national policies such as
“the Zimbabwe Millennium Development
Goals (MDGs) and the Macro Economic
Policy Framework 2005-2006.” The purpose
of the Draft National Transport Policy was to
promote “long-term sustainable development
in the transport sector.”
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2.2.3

Electric Power

The availability of electric power is a
basic requirement for all Zimbabweans.
Power supplies underpin all other services,
and there is undeniable evidence that the
development of reliable, adequate, low
priced power can contribute signiﬁcantly to
the efﬁcient and effective functioning of the
Zimbabwe economy and the maintenance
of Zimbabweans’ standard of living, as well
as to stimulating the expansion of existing
businesses and the establishment of new ones.
However, to operate efﬁciently businesses
and factories need electricity supplies that are
free of interruptions and shortages. In the past
decade, domestic power generation capacity
has fallen far below demand as a result of lack
of maintenance of aging generation plants,
and transmission and distribution facilities,
as well as disruptions in the supply of coal for
generation. Only 1,000 MW out of 2,000 MW
of installed generation capacity is currently
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available, leading to unreliable power supplies
and severe electricity shortages. The ongoing
electricity supply interruptions in Zimbabwe
continue to have serious repercussions for
efforts to turn the economy around and achieve
sustainable economic and social growth in the
medium- and longer-term. An efﬁcient and
viable electricity sector will ensure economic
stability and growth, given the forward and
backward linkages with the rest of the economy.
On the institutional front, a new Electricity
Act was promulgated in 2002. It provided
for restructuring the power utility, ZESA,
creation of the Rural Electriﬁcation Agency,
and establishment of an autonomous regulatory
commission that was expected to encourage
investment in the power sector by putting in place
an appropriate regulatory framework that was
compatible with those of other SADC countries.
Zimbabwe is also signatory to the SADC
Protocol on Energy and an operating member of
the Southern African Power Pool (SAPP).
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2.2.4

Water Supply and Sanitation

Zimbabwe has limited water resources and
generally depends on surface storage for its
water needs. All of Zimbabwe’s major rivers
are shared with other members of the Southern
Africa Development Community (SADC).
Zimbabwe cooperates actively with other
members of SADC on the shared management
of the region’s river systems, and it is a signatory
to the Shared Water Course Systems Protocol,
which provides the basis for management of
the international rivers in the SADC countries.
It is also an active member of the Limpopo and
Zambezi basin communities which oversee
joint management of these international rivers.
The largest user of water in Zimbabwe is the
agricultural sector which accounts for about
three-quarters of total consumption, followed
by the domestic sector which accounts for
about 15 percent and industry the remaining
7 percent. It is a major national resource and,
up until the economic crisis of the previous
decade, it was a crucial factor in Zimbabwe’s
agricultural and industrial competitive
advantage in the region. Access to improved
water and sanitation has a direct positive
impact on health in Zimbabwe, particularly
among children. It also tends to raise school
attendance rates, particularly for girls, and the
ability of children to learn. Improvements in
such areas in turn may have a high payoff in
the long term in terms of productivity.
In the past decade, the water supply and
sanitation systems in many urban and rural
areas in Zimbabwe have deteriorated and waterdependent businesses have been adversely
affected by shortages. Sewerage systems have
experienced large-scale blockages, water
treatment plants are dysfunctional and lack
chemicals; and many distribution systems
have fallen into disrepair. The failure of the
electric power system to provide a regular and
reliable supply of electricity has compounded
the problem of operating the water supply
and sewerage systems of urban areas and has
contributed to collapse of the system. Erratic
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water supply has led to decreased industrial
production and breakouts of water borne
diseased exacerbated by overstretched systems.
On the policy and institutional front, there
is no one document that provides a framework
for the management of the country’s water
resources and for the provision of water and
sanitation services. A number of Acts of
Parliament has addressed various aspects
of policy, organization and administration
of services in the sector. These include the
following: the Water Act and the National
Water Authority Act, both promulgated in
1998; the Land Acquisition Act of 2000; and
the Environmental Management Act of 2002.

2.2.5

Information Communications
and Technology

Equitable and adequate access to ICT is
essential for growth of the Zimbabwe economy.
Globally, ICT has become an important
technological focus and its accessibility and
affordability has increased exponentially in
the past quarter century. With greater access
to technology, workers are able to perform
many everyday jobs much more swiftly and
extra tasks away from the ofﬁce. This, in turn,
tends to increase productivity and enhance
growth. For businesses, reliable and widely
available ITC facilitates the rapid and free ﬂow
of information, which impacts positively on
efﬁciency by helping to expedite communication
and decision making by economic actors on the
basis of readily available relevant information.
ICT is also increasingly becoming an important
instrument that is challenging the traditional
methods of the commercial world. Greater
accessibility to information through the use of
computers also helps to enhance the quality of
learning. It is also transforming the way students
are being taught and the way governments are
delivering services to people.
The SADC Protocol of 1996 called for
member states to create a “harmonized regional
telecommunications policy.” Subsequently, the
Government did adopt a sector reform policy
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that called for universal access to affordable
telecommunications and postal services
and emphasized the need for improvements
in service availability and quality and the
development of new services through demonopolization and privatization. However,
in the past decade Zimbabwe has lagged
behind its regional counterparts in terms of
ICT service penetration, and the rate at which
new technology was adopted. This is mainly
due to lack of resources for maintenance and
signiﬁcant new investment. As a result, there
are a number of serious challenges in both the
data and voice arenas, which are manifested
by congestion and slow connections due to
inadequate infrastructure. The usage of ICT
services remains beyond the reach of most
Zimbabweans and broadband penetration,
in relation to international benchmarks, is
also low and costs signiﬁcantly more than
recognized benchmarks.

2.2.6

Service Levels for Zimbabwe
and Other SADC Members

In the early 1990s, the coverage and quality
of the basic infrastructure of Zimbabwe was
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among the best in the region. In the past
decade, the quality of these infrastructure
assets has deteriorated. As things now stand,
the amount and quality of the country’s
infrastructure is roughly in line with that
of other Southern African countries (Table
2.1), but as with many other Sub-Saharan
countries, Zimbabwe now lags behind most
other regional groupings in the world in
infrastructure service coverage and quality.
Zimbabwe does have one of the largest road
and rail networks in the Southern Africa
region. Although airport density is low and the
related infrastructure dilapidated, railways,
roads, and access to ports are somewhat
better relative to conditions in other countries
in the region. Access to power, water, and
sanitation services is roughly comparable
with other countries in the region. In the case
of communications, mobile phone densities
were among the lowest in the region in
2006, but access has improved sharply in the
past few years. Use of the internet per 100
people, on the other hand, was the highest
in the region in 2006, perhaps in reaction to
inadequate access to mobile voice services.
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2.3

MAJOR CHALLENGES
IN REBUILDING BASIC
INFRASTRUCTURE

2.3.1

The Key Challenges

The Report has undertaken a detailed
examination of the development of basic
infrastructure for the transport, power,
water and sanitation, and information and
communications technology sectors in the
past decade, as well as the management of the
services associated with this infrastructure. A
number of basic ﬁndings have emerged from
the assessment:
• The sustained deterioration in the quality
of infrastructure assets stemmed from very
inadequate levels of public expenditures
for routine and periodic maintenance of
the infrastructure networks, especially in
power, water and sanitation, and transport.
• Infrastructure services in road transport and
communications that are provided by the
private sector are now more expensive than
in neighboring countries, reﬂecting in part
the economic costs of the deterioration.
• In other sectors such as power, rail
transport, and ﬁxed line communications,
where services are provided by parastatals,
prices have been kept low, and as a result,
the economic costs of the deterioration have
emerged in the form of large and, in some
cases, unsustainable operating losses for
these parastatals.
• The deterioration in the physical
infrastructure has been accompanied by
lack of progress in building institutional
capacities for management and regulation
of the basic services associated with these
networks. Problems in this area stem
from a disjoined approach to regulation
and oversight among the ministries
responsible for these sectors, compounded
by a substantial loss of skills in the public
workforce.
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• The deterioration in Zimbabwe’s basic
infrastructure in the past decade has, in turn,
had a serious impact on other productive
sectors of the economy and on the level and
quality of services to the public at large.
• It has also resulted in minimal amounts of
investment by the private sector in basic
infrastructure, despite periodic efforts to
attract such investment, for example, in the
transport and communications sectors.

2.3.2

Decline in Infrastructure
Quality and Capacity

Figure 2.1 illustrates aspects of the deterioration
in infrastructure over the past decade and the
resulting decline in levels of service. Highlights
that emerge from these trends are as follows:
• The share of the total road network of
almost 90,000 km in fair to good condition
declined from 73 percent in 1995 to about
60 percent for much of the past decade. The
additional 12,800 km of road network that
was reclassiﬁed to poor condition requires
complete rehabilitation, the cost of which is
about $1.1 billion at 2009 prices.
• The economic collapse of the past decade
also led to very large declines in rail
and aviation services. In the case of the
railways, for example, freight carried in
the mid-1990s was about 14 million tons,
equivalent to almost 80 percent of the
network capacity. By 2009, the amount
of freight carried was 2.7 million tons,
equivalent to 15 percent of the original
design capacity of the network. Demand for
rail freight services was substantially larger
than the 2.7 million tons that was actually
carried. The problem was that the available
locomotive and rolling stock capacity was
not sufﬁcient to meet this demand.
• Electricity consumption per capita in
Zimbabwe was 738 kWh in 1995, when the
average for low income countries around
the world was 414 kWh per capita and the
average for Sub-Saharan Africa was 437
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kWh. By 2008 per capita consumption in
Zimbabwe had declined to about 600kWh
per capita, only marginally higher than the
average for all of Sub-Saharan Africa.
• By the latter part of the 1990s, the levels
of service coverage for water and sanitation
were among the highest in Sub-Saharan
Africa. The country was widely seen, within
Africa and internationally, as a leader in
innovation, policy reform and service
provision in the water sector. However, the
fortunes of the sector were reversed in the
past decade as a result of very limited new
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investment and maintenance for services
and inadequate revenues of the institutions
responsible for service provision. In
2000, 85 percent of the population had
access to safe water and 68 percent had
access to improved sanitation. By 2008,
access to safe water had declined to 74
percent of the population, and access to
improved sanitation stood at 41 percent.
This deterioration culminated in a serious
cholera epidemic in 2008 that affected more
than 100,000 people and killed more than
4,000.
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• Until very recently, Zimbabwe also
lagged behind other African countries in
the development of the communications,
especially in voice trafﬁc. In 1995, Zimbabwe
had 0.1 mobile phone subscribers per 100
people, similar to the rest of Sub-Saharan
Africa. By 2005, the number stood at 5.6
per 100 for Zimbabwe, 12.5 per hundred
for Sub-Saharan Africa, and 30.6 for lower
middle income countries around the world.
As Figure 2.1 indicates, in the past few
years, there has been a push to expand access
to mobile telephony in Zimbabwe, with
coverage standing at 28.4 per 100 by 2009.

2.3.3

Low Levels of Maintenance

Low levels of periodic and routine
maintenance over the past 10-15 years have
been the main cause of the deterioration in
the quality of the basic infrastructure of the
country. This decline is well illustrated by the
experience of the transport sector. The current
replacement cost of the transport infrastructure
and facilities is estimated to be in the range
of $12 billion. The current estimated cost of
rehabilitating these transport sector assets is
about $4 billion at 2009 constant prices. Once
fully rehabilitated, a well-managed program of
periodic maintenance of these transport assets
would require capital outlays of about $550
million a year.3 The latter, equivalent to 15
percent of current annual GDP, is large relative
to the size of the economy and to the amount
of funding currently allocated to rehabilitation
of the transport infrastructure network. As the
subsequent analysis indicates, the high cost
of rehabilitation relative to the GDP of the
country and its related ﬁnancing capacities
poses a major challenge for policy makers.
Total capital spending by the National
Government was about $45 million in 2009
(up from an estimated $7 million in 2008). The
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portion of this total devoted to rehabilitation of
the transport infrastructure is not available for
2009, but the Ministry of Finance has reported a
transfer of $6.4 million from ZINARA for road
rehabilitation.4 A plausible estimate for total
public spending on rehabilitation of transport
infrastructure would therefore be in the range
of $10 million–equivalent to about 2 percent
of the above-mentioned required annual level
of spending on periodic maintenance.
Lack of routine maintenance of the transport
infrastructure over the past decade also
contributed substantially to the deterioration in
these assets and the current very large backlog
of capital outlays required for rehabilitation. As
Figure 2.2 indicates, in 2009 the spending on
routine maintenance of transport infrastructure
and facilities was estimated to be about $24
million, which was about 16 percent of the
required level of annual maintenance.

Subject to the availability of adequate levels of
funding, the proposed rehabilitation program
for the decade ahead would restore these assets
to full working condition. The challenge will
be to ensure that there is adequate provision
for maintenance of these rehabilitated assets.
This will require a major reassessment of the
manner in which maintenance requirements
for the transport sector are funded.

This estimate assumes an average life of 20 years for road and civil aviation assets, and 40 years for rail assets.
See Ministry of Finance (2010), Fourth Quarter 2009 Treasury Bulletin: October-December, 2009. Ministry of
Finance, Harare, 2010.
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2.3.4

Costs of Infrastructure
Services are High

The direct and indirect costs of these
infrastructure services are high. In the case of
road freight services provided by the private
sector, responses from private companies
suggest that the average cost of road freight
within Zimbabwe is in the range of 10 US cents
per ton kilometer. These rates are substantially
higher than those that apply on the regional
road corridors in Southern Africa, which
are typically in the range of 3 to 6 US cents
per ton km. However, the indirect costs of
transportation can be substantial; for example,
there is scope for reducing transit freight
rates between South Africa, Zimbabwe, and
Lusaka in Zambia. The 2,300 km journey can

In other cases where parastatals provide
services, prices may be set at low rates but
the indirect costs of service provision may be
high. These costs arise in a variety of ways,
including, for example, from supply problems,
such as frequent electrical power outages,
dependence on high cost power from private
generators, and failure to supply water to ﬁrms
and households on a regular basis. Systematic
data on these types of costs are not readily
available, but anecdotal evidence conﬁrms
the impact of these failures on costs for ﬁrms
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take as much as nine days for freight trafﬁc,
half of which is spent at border crossings at
Beitbridge and Chirundu. According to the
World Economic Forum (2009), the country’s
border administration is inefﬁcient by regional
comparison. Clearance by customs and other
border agencies is excessively burdensome,
costly, and time consuming; for example,
it takes 67 days and costs $2,420 to import
goods into Zimbabwe. In the case of mobile
phone services provided by private operators,
the World Bank (2009) reports that the price
of a 3-minute local call during peak hours
averaged $7.62 during 2000-06, and the cost
of a connection charge for mobile services was
$166.70 for the same period, both of which
were the highest of any country in Africa by a
very large margin.

and households. As indicated in Chapter 1,
an indirect measure of these types of costs is
suggested by the rankings for Zimbabwe in the
African Competitiveness Report of 2009. The
quality of electricity supply, for example, has a
very low ranking.
One of the major challenges facing the
country in the decade ahead is the rehabilitation
of the existing economic infrastructure and the
addition of new capacity to meet existing and
future demand in both urban and rural areas. 
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Map 2.1: Border Crossings and Customs Stations in Zimbabwe
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CHAPTER 3:

An Action Plan for Infrastructure
3.1

KEY ELEMENTS OF
THE PROGRAM

3.1.1

Priorities for the Program

The proposed Action Program for Infrastructure
for the decade ahead is comprehensive and
ambitious. It aims to rehabilitate and upgrade
the bulk of the basic infrastructure assets of the
country in the coming decade and reinforce
the existing integration of Zimbabwe’s
infrastructure network with the other countries
of the Southern Africa region.
The key features of the proposed program
for 2011-2020 are as follows:
• Full rehabilitation of the national power
grid and by 2020 addition of new generation
capacity required to sustain strong economic
growth;
• Rehabilitation of a large part of the national
road network;
• Rehabilitation of the railways network and
restructuring of the industry through the
creation of a new public entity that would
own, maintain, and manage the basic track
infrastructure, the restructuring of the
National Railways of Zimbabwe (NRZ)
into a privatized railway services company
and the award of concessions for freight and
passenger services on the entire rail network;
• Early action to upgrade the status of air trafﬁc
communications and safety in Zimbabwe to
a standard consistent with the requirements
of the ICAO, the award of concessions for
the upgrade and operation of the Victoria
Falls and Buffalo Range airports to promote
the growth of tourism, and the rehabilitation
and upgrade of the remaining nine airports
that would continue to be managed by the
Civil Aviation Authority of Zimbabwe
(CAAZ);
• Substantial investment in storage and
transport of water resources to meet
increased demand from agriculture, industry
and households;
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• Rehabilitation of the existing water
supply and sanitation infrastructure and
improvement of services in urban and rural
areas to ensure that the MDG goals for the
sector are met no later than 2020;
• Development of a national communications
grid for ICT based on a ﬁber optic network
linked to the submarine cables now in
place along the eastern seaboard of Africa.
The grid would lay the foundations for
a major expansion in access to reliable
communications at reasonable cost for a
majority of Zimbabweans, the business
community, government and civil society;
• A substantial program of institutional
reform and strengthening that includes
measures to streamline the regulation of
basic infrastructure services, promote
private investment in infrastructure assets
and services, as well as training and other
capacity building measures to expand the
skills required within the public sector
for continued effective oversight and
management of the basic infrastructure of
the country.

3.1.2

Program Expenditures
and Funding Development
expenditures

Table 3.1 provides a summary of the costs of
the proposed infrastructure program during
the decade ahead for capacity building and
technical support, rehabilitation of existing
infrastructure networks, and increases in
network capacity. The total cost is put at about
$14.2 billion at 2009 constant prices, including
$4.6 billion of private investment in upgrade
of existing infrastructure and new capacity.
The water resource management, including
water storage and transport, would require
outlays of $2.2 billion for capital works and
related technical support. Rehabilitation and
expansion of the water and sanitation service
network would require outlays of about $2
billion. The power program would require
about $4.3 billion, including $2.1 billion of
An Action Plan for Infrastructure

private investment in new generation capacity.
The transport sector would require a total of
$5.6 billion, including $970 million of private
investment in railway and civil aviation
concessions. The communications sector
would require about $116 million, primarily to
the creation of a national ﬁber optic backbone
network. Not included in these estimates is
about $400 million for completion of the
rehabilitation program for the tertiary road
network in 2021-25.

The bulk of the public expenditures of about
$9.6 billion are intended for capital outlays
on rehabilitation of the existing infrastructure
network. A total of about $260 million is
included for a wide ranging program of
institutional and human capacity building
and various technical studies and support,
especially in relation to the proposed private
investments in new capacity for power
generation, railways, and airport services.

Successful implementation of the proposed
program will bring a range of beneﬁts to
Zimbabwe, including improved transport
services and lower costs for the movement of
cargo domestically and internationally, reliable
supplies of electricity, improved access to low
cost communications networks, and improved
access to safe water and improved sanitation
in both urban and rural areas. Indirect
beneﬁts include an improved environment
for tourism and business activity in general.
A high proportion of these expenditures will
be for civil works that includes the supply of

materials and provision of construction-related
services. The proposed program is therefore
expected to provide an important stimulus for
economic growth in Zimbabwe in the decade
ahead.
Funding arrangements for development
expenditures. Table 3.2 provides a summary
of the funding arrangements proposed for
the program. The state enterprises involved
with service provision in these sectors and
new private investment would account for
$7.1 billion of the total requirement of $14.2
billion. The national government and local
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authorities would account for a further $4.3
billion, with donors providing the balance
of about $2.8 billion. For the program as a
whole, the national and local governments
would fund about 30 percent of the program,
state enterprises would fund about 18 percent,
and private investment would account for
about 32 percent of the total requirements.
The donor community would provide the
remaining 20 percent. This level of donor
support would require average annual
commitments of about $275 million a year
for the decade ahead. Assuming an arrears
clearance process is initiated in the near
future, and full donor support is restored,
the proposed infrastructure program would
require an allocation of about 40 percent of
donor funding for infrastructure programs.
The bulk of the donor funds would be
allocated to water, power, and roads.
Two important issues emerge from this
funding proposal. First, a substantial part

of the cost of rehabilitating the national
road network stems from secondary and
tertiary roads that are the responsibility
of local authorities. The amounts required
for rehabilitation of these networks are
almost certainly well beyond the ﬁnancing
capacities of these local authorities. If the
rehabilitation is to go forward, it is likely that
the national government budget would have
to make provision for transfers to these local
authorities for road rehabilitation. Second, the
state enterprises are called upon to provide
about $2.5 billion of funding, $1.4 billion
of which is for the power sector. Moreover,
these state enterprises would be partners with
private investors in power generation and
in airport and railway concessions. If these
large investments are to go forward, it will be
essential to undertake ﬁnancial restructuring
of the state enterprises concerned before
serious negotiations with potential private
investors can be successfully concluded.

Increased emphasis on routine maintenance.
A key part of the proposed Action Plan includes
concerted efforts to strengthen funding
provisions in the public sector for routine
maintenance of infrastructure assets already
in good condition and those that are being
rehabilitated in the decade ahead. Failure to

increase maintenance budgets will repeat the
cycle of the past decade. As Annex Table 2.3
indicates, the current value of infrastructure
assets in the public sector is estimated at
about $13 billion at historical cost. The value
of public assets in 2020 is estimated at about
$20 billion after allowing for new capacity
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and rehabilitation of currently degraded assets.
New infrastructure capacity as a result of
private investment in power, railways, airports,

and communications is projected to be about
$4.6 billion by 2020. (All valuations are at
2009 constant prices.)

Total public expenditures on routine maintenance
of infrastructure assets are estimated at about
$330 million for 2010, equivalent to about
2.5 percent of the historical cost of assets.
The proposed Action Plan calls for a steady
increase in public sector allocations for routine
maintenance to almost $700 million a year by
2020, equivalent to about 3.4 percent of public
sector asset values at that time. Maintenance
spending by the private sector on newly created
assets in the decade ahead would rise to about
$220 million by 2020.
As the subsequent analysis indicates, with
total maintenance expenditures projected to
rise to about $910 million a year by 2020, the
public and private sectors are each likely to

contract out a large part of these maintenance
services. Such contracting will present very
substantial opportunities for the development
of domestic trade services that can respond
to the large increase in this type of business
activity.
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3.2

HIGHLIGHTS OF THE
SECTORAL PROGRAMS

3.2.1

Water Supply and Sanitation

The Action Plan for water resource management
and delivery of water and sanitation services
has four main components: (i) a major program
to support the storage and transport of water

Zimbabwe Report 33

resources to meet current and future demand;
(ii) rehabilitation and expansion of the water
supply and sanitation network of the country;
(iii) formation of an independent regulatory
authority for water resource management, and
provision of water and sanitation services;
and (iv) a substantial institutional reform and
capacity building to strengthen service delivery
capacities throughout the sector.
Storage and transport of water resources.
The emphasis at this stage is on strengthening
capacities for water resources management
and the further development of the country’s
water resources to meet existing and future
demand and reduce Zimbabwe’s vulnerability
to hydrological and climatic vulnerability.
Full rehabilitation and development of the
basic infrastructure for water storage and
transport will take much of the decade ahead
to complete. Once the basic infrastructure
is in place, the emphasis would then shift to
management of these resources and facilities.
The key elements of the proposed program are
as follows:
• A program of analytical studies, technical
support, and capacity building for
institutions with responsibilities for water
resource management;
• An inspection program for all of the major
dams in the country to assess risks to public
safety, extent of water losses, and extent of
siltation;
• A rehabilitation program to remedy
deﬁciencies in existing water storage and
transport infrastructure. This component of
the program would include rehabilitation
of existing dams, water transport facilities
such as canals and pipelines, and treatment
plants
• Drilling and hydrological investigations
and expansion of hydrological stations to
provide basic information for improved
management of national water resources;
• Expand the availability of raw water with
completion of dams whose construction
was discontinued in the past decade because
34
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of funding shortages, new dams and water
transport facilities, and new treatment
plants;
• Increased commercialization of ZINWA
operations to ensure full recovery of the
costs of supplying raw and treated water for
agricultural, household and industrial use.
As noted in Table 3.1, the total cost of this
program is put at $2.2 billion for the decade
as a whole. About $820 million of the program
would be funded from the national budget,
ZINWA and international donors. Private
investment in the range of $1.38 billion is
proposed for new investment in dams and water
transport facilities under PPP arrangements
with ZINWA.
Water supply services. The proposed
Action Plan for provision of water services
has three key objectives: (i) to complete the
rehabilitation of the existing urban and rural
networks within the next four years; (ii) to
expand access to improved water in urban and
rural areas and meet the MDG targets by 2020,
or sooner if the required funding is available;
and (iii) to implement a range of institutional
and commercial measures that strengthen
implementation capacities within the sector
and improve the ﬁnancial performance of the
entities responsible for the delivery of water
services. Table 3.3 sets out key indicators for
the water services program. The capital cost of
the proposed program for water distribution
is estimated at about $860 million (at 2009
constant prices), including $325 million for
rehabilitation of existing facilities. The bulk of
the funding for the program would come from
the national government, international donors,
and municipalities that are service providers.
Modest provision is also made for the entry of
private sector suppliers of water services.
Sanitation services. The proposed Action
Plan for sanitation has four key objectives:
(i) to complete the rehabilitation of the
existing urban and rural network of sanitation
facilities within the next four years; (ii) to
expand access to improved sanitation facilities
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in both urban and rural areas, with particular
attention to reducing open defecation in
rural areas; (iii) to implement institutional
reforms that will strengthen coordination and
implementation of sanitation programs and will
expand ﬁnancial support for the program; and
(iv) to expand the on-going hygiene education
programs for urban and rural communities. The
capital cost of the sanitation program is estimated
at about $980 million (at 2009 constant prices),
including about $440 million for rehabilitation
of existing urban and rural facilities, including
rural latrines. The bulk of the funding for
these capital expenditures would come from
the national budget and the donor community,
with modest contributions by the municipalities
responsible for service provision.

3.2.2

Electric Power

The proposed Action Plan for the electric power
sector has three key objectives: (i) complete the
rehabilitation of the generation, transmission
and distribution network within the next four
years; (ii) to meet existing and projected future
demand for power, make substantial new
investments in generation capacity and expand
An Action Plan for Infrastructure

the capacity of the transmission and distribution
network; (iii) implement a program for demand
side management to ensure more efﬁcient use of
power supplies among consumers; (iv) improve
the ﬁnancial performance and commercial
orientation of the power utilities with adjustments
in pricing policies that ensure that the cost of
power supply is fully recovered from consumers;
(v) complete a major ﬁnancial restructuring
in the power generation utility (ZPC) to lay
the foundations for privatization of the utility;
(vi) implement a comprehensive program of
ﬁnancial restructuring for the transmission and
distribution utility (ZETDC) to ensure that it
has the capacity to enter into power purchase
agreements with private suppliers of electricity
under take-or-pay contracts; in addition to the
privatization of ZPC (vii) attract additional
international investors to operate as Independent
Power Producers (IPPs) within Zimbabwe;
(viii) strengthen the enabling environment for
private investment in the power sector; and (ix)
strengthen the existing regulatory arrangements
for the electric power sector as part of the
ongoing preparation of a new regulatory agency
for the entire energy sector in Zimbabwe.

Zimbabwe Report 35

Table 3.4 provides a summary of selected
performance indicators for the power sector
for the decade ahead. As indicated in Table
3.1 the total cost of the proposed power
program is $4.33 billion, which includes $2.1
billion of private investment in generation and
other facilities. It includes $450 million for
rehabilitation of existing generation facilities,
about $2 billion for new generation capacity
to meet existing and future demand, about

$1.77 billion for upgrade and expansion of
the transmission and distribution network
and for demand side management, and about
$160 million for capacity building to enhance
the ﬁnancial and technical performance of
utilities, complete technical studies, and
fund transaction advisors teams needed for
the proposed privatization of ZPC and the
proposed move to use of IPPs for power supply
in Zimbabwe.

3.2.3

and the primary and secondary road network
would be fully rehabilitated over the next ten
years (2011-20); but that full rehabilitation
of the tertiary road network would not be
completed until 2025. The full rehabilitation
of the road, rail, and aviation infrastructure
will require capital outlays in the range of
$4.3 billion at 2009 constant prices. Given
the magnitude of these requirements relative
to the GDP of the country and its ﬁnancing

Transport Sector

Rehabilitation of the road network. The
key objective of the very large rehabilitation
program for the transport network is to improve
service levels for business and communities
throughout the country by improving access
to transport and lowering its current high cost.
The Action Plan is based on the assumption that
the rehabilitation of the rail network, airports,
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capacities, it is proposed that the rehabilitation
of the road network is implemented over a 15year period, 2011-25. Given the overall cost
of rehabilitation, clear priorities will need to
be established for the rehabilitation program,
especially for the tertiary roads of some 63

thousand kilometers, or about 70 percent of
the entire network. Priority will need to be
given to those parts of the tertiary network
that are most important for access to markets
and services by rural communities and rural
business activities.

Action plan for road transport. The road
transport chapter proposes a six point
program for recovery and reform in the
road sector: (i) rehabilitation of the primary,
secondary and urban road network over the
ten year period, 2011-20, and rehabilitation
of the tertiary network over a 15 year
period, 2011-2025; (ii) expansion of network
capacities in critical areas, (iii) strengthening
of ﬁnancial and institutional capacities for
regular maintenance of the network and
for oversight of the road transport industry,
(iv) implementation of reforms in the roads
sector to align Zimbabwe more closely with
the requirements of the SADC Protocol on

Transport, Communications and Meteorology,
to which Zimbabwe is a signatory, (v)
development of urban transport services,
and (vi) implementation of a comprehensive
program for road safety. Rehabilitation
of the network is estimated to cost about
$2.7 billion, while clearing the backlog of
periodic maintenance will cost about $560
million (both at 2009 constant prices). The
cost of routine maintenance of the portion
of the network currently in good condition
is estimated at $90 million, but in 2009 the
total spending on routine maintenance was
less than $15 million. By 2020, the cost of
routine maintenance is estimated to be in
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the range of $280 million a year (at 2009
constant prices). The mobilization of funding
for these programs will be a major challenge.
The proposed Action Plan sets out a number
of funding proposals for cost recovery for
road users.
Rehabilitation and restructuring in the
railways sector. There has been substantial
deterioration in the railway network of
Zimbabwe in the past decade. The problems
with the infrastructure stem from aging
track, including insufﬁcient ballast, rail wear,
deteriorating earthworks, and rail signaling
and communications with obsolete equipment
and lack of spare parts. Rolling stock suffers
from low availability and utilization and,
as a result, the railway is not able to meet
current demand for freight services. The cost
of rehabilitating the infrastructure network
is estimated at about $1.14 billion at 2009
constant prices, which is high in relation to
existing trafﬁc volumes and revenues. The
cost of upgrading and replacing the rolling
stock is estimated at $870 million at 2009
constant prices. A fundamental question
for the Zimbabwe railways is whether the
rehabilitation can be funded and whether
such funding arrangements are sustainable.
The position taken in this Report is that one
or more private concessions could make a
substantial contribution to rebuilding rail
services in Zimbabwe. The Report sets out
a proposed program for the rehabilitation of
railway infrastructure and assets that is built
on the assumption that freight and passenger
services on the entire public network of
2,760 km would be operated by one or
more private concessions. The Government
would, however, retain ownership of the
rail infrastructure. The NRZ would be
restructured to reﬂect the shift to concessionbased services on the main rail routes of the
country. The restructuring of NRZ would
result in the formation of two new companies:
(i) the Railway Infrastructure Company of
Zimbabwe (RICZ), a state owned company
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that would own the track and related
infrastructure and would be responsible
for its operation and maintenance; and (ii)
the Zimbabwe Railway Services Company
(ZRSC) which would be a private company
that would operate as a freight and passenger
service concessionaire on the entire public
rail network. Concessionaires would pay
maintenance and concession fees to RICZ
for the maintenance and operation of the
network.
A program for civil aviation. The civil
aviation of Zimbabwe has been severely
affected by the economic decline of the past
decade, as the number of passengers declined
from a peak of 2.6 million in 1997 to a low
of 846,000 in 2009. One consequence of
this decline has been deterioration in the
ﬁnancial position of the CAAZ, essentially
the only source of funding for the upkeep of
aviation facilities in Zimbabwe. As a result,
the ability of Zimbabwe to meet international
air safety and communication requirements
has been eroded and rehabilitation of airport
facilities has been postponed. A four-pronged
approach to rebuilding the civil aviation
industry is proposed in this Report. First, a
high priority is assigned to expenditures on
air safety and communication equipment to
lay foundations for an early reclassiﬁcation
of Zimbabwe to a Category 1 country with
good aviation oversight. Second, given the
ﬁnancial difﬁculties of CAAZ, the award
of private concessions is proposed for the
rehabilitation and upgrade of the Victoria
Falls and Buffalo Range International
Airports, both of which are expected to
play a major role in rebuilding the tourism
trade for Zimbabwe. The cost of upgrading
these two facilities is put at about $230
million (at 2009 constant prices). Under the
proposed contract, the concessionaire would
be responsible for mobilizing the funding
required for the rehabilitation and upgrade
of these airports. Third, with the creation in
2012 of the proposed independent regulatory
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authority for the transport sector as a whole
the CAAZ would then be restructured into
the Airport Services Company of Zimbabwe
(ASCZ) and would be responsible for the
operation of the nine domestic airports not
subject to concession arrangements. Fourth,
Air Zimbabwe would intensify its search for
an international investment partner that could
contribute to the modernization of its ﬂeet
and to the provision of competitive regional
and international services.

• Open the domestic market to increased
competition by removing limits on the
numbers of network licenses, encouraging
entry of additional service providers, and
removing restrictions to allow operators to
buy backbone services from and sell services
to other operators. These moves will help
consolidate trafﬁc and provide incentives to
upgrade networks to ﬁber optic cable and
thereby reduce communications costs and
improve service quality.

3.2.4

• Set clear targets for universal access to the
communications network, including access
for communities that are disadvantaged
or isolated. A number of options for
implementing this policy are set out in
Chapter 12, along with the pros and cons
of each approach and the arrangements for
meeting the cost of universal access.

Information and
Communications Technology

The proposed ICT program has six key
objectives: (i) expand access to the global
communication network of submarine cables
with a national broadband network of ﬁbre
optic cable; (ii) improve and expand access
to communications throughout Zimbabwe,
including rural communities; (iii) promote
competition among service providers to
ensure that the costs of service delivery are
reduced; (iv) privatize the two state-owned
service providers, Net*One and Tel*One; (v)
consolidate arrangements for regulation and
oversight of the industry; and (vi) expand the
range of e-applications that are available. Key
elements of the proposed program include the
following:
• Expand the number of landing platforms
for access to the international submarine
network from two at present (Botswana and
Zambia) to at least six with links to South
Africa, Mozambique, Malawi, Namibia,
and a second link with Zambia.
• Complete the construction of a domestic
backbone ﬁber optic network of some
5,280 km by 2015, thereby laying the basis
for rapid expansion within the country to
access to low cost communications with
regional partners and with the international
community.
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• Consolidate the existing duplication of
regulatory and oversight responsibilities
shared by the Broadcasting Authority
of Zimbabwe (BAZ), and the Postal and
Communications Authority (POTRAZ)
by creating a single regulatory authority
for the ICT sector. With appropriate use
of technical services and support, amend
and strengthen the regulatory framework,
amend licensing rules and their
enforcement, and improve information
collection and evaluation by the integrated
single regulatory authority.
• Government and non-government entities
would collaborate to broaden the range of
e-applications that are currently available
throughout the country. The program would
expand the existing range of e-government
applications, and promote development
of additional applications for the business
community, for health, education and
other institutions, and for the population
at large.
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Figure 3.3 sets out plausible targets for levels
of access by 2020 if the proposed program
is successfully implemented. Almost twothirds of the population would have access
to voice communications by 2020, compared
with about one-third at the present time. This
growth is in line with the projected increase
in the electriﬁcation rate for the country as
a whole by 2020. The penetration rate for
mobile phone use of 57 accounts per 100
people in 2020 would put Zimbabwe at a level
roughly comparable with the current rate for
middle income countries around the world.
The penetration rate for ﬁxed line accounts,
on the other hand, would be low relative to
current rates for middle income countries in
other regions of the world. Access to internet

and broadband services in 2020 would be
comparable to current penetration rates for
other middle income countries. Achievement
of these targets would transform access
to media and communications throughout
Zimbabwe, especially when accompanied
by increased competition among service
providers and lower overall costs for access
to these internet and broadband services. The
effects would be profound since it would
lay the foundations for widespread access to
information in urban and rural areas, including
education and health services in schools and
community centers in rural communities, and
improved access to information about market
opportunities for farm products and other
rural-based production activities.

3.3

IMPROVEMENTS
IN THE OPERATING
ENVIRONMENT

3.3.1

Overview

growth. An important ﬁnding that emerges
from the detailed analysis undertaken for this
Report is that there is a clear need to improve
the operating environment for provision of
infrastructure services if the proposed $4.6
billion of private investment required for
new capacity in power generation and for
upgrade and new capacity in rail services and
airport management is to be mobilized. In
particular, there are three closely related sets
of concerns that will require early attention.
These are:
• Strengthening the policy framework
for private investment in infrastructure

As Chapter 2 indicates, analytical studies
support the view that there is a strong link
between the improvement in infrastructure
services and economic growth.1 However, a
strategy that focuses only on rehabilitation
and maintenance of the basic infrastructure
of Zimbabwe is unlikely to be sufﬁcient for
a transition to sustained strong economic
1

40
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services under partnership arrangements
of one kind or another with government
entities;

• Strengthen the legal, regulatory, and
administrative environment applicable to
the provision of infrastructure services.

• Technical and ﬁnancial restructuring,
including privatization, of state enterprises
that are likely to enter into partnerships with
potential equity investors, or that will need
to go to the ﬁnancial markets for long-term
funding for infrastructure projects;

The position taken in this Report is that the
above-three issues will need to be acted
upon prior to the completion of negotiations
with potential private investors in PPP-type
arrangements that will be required for the
proposed infrastructure program.

3.3.2

from other countries. Service provision in the
power sector is dominated by governmentowned parastatals, as is the case for railway
services. In the case of water and sanitation,
involvement by the private sector is very
limited as most service provision is provided
by municipalities and other local authorities.
There were a number of initiatives in
Zimbabwe in the 1990s aimed at expanding
the role of the private sector in the provision of
infrastructure services, but these were largely
inconclusive. The most prominent example of

Private Investment and
Public-Private Partnerships

At the present time in Zimbabwe, the private
sector is most active in providing road
transport services and communications. A
substantial part of the road transport services
are provided by domestically owned entities,
but because of its central position in the
regional road network, service providers from
other countries — especially South Africa —
are also important. The bulk of the airlines
services are provided by international carriers
An Action Plan for Infrastructure
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the use of PPP-type arrangements from that
period was the private concession that began
providing rail services in 1998 on 385 km
of track between Bulawayo and Beitbridge
(BBR). On the policy front, the “PublicPrivate Partnerships Policy and Guidelines,”
published in 2004, presents the Government’s
approach to collaboration with the private
sector for infrastructure provision. However,
this policy statement and guidelines have not
been translated into a legal and regulatory
framework for PPP-type arrangements. After
a long lapse, the Government has renewed its
interest in expanding the role of private sector
provision of transport services, development,
and ownership of transport infrastructure. A key
objective is to mobilize private sector funding
to compensate for the severe constraints on
the availability of public funding for the
rehabilitation of the infrastructure network
and for the large backlog of required periodic
maintenance.
The bulk of the private funding to be
mobilized under PPP-type arrangements will
be in four sectors: water storage and transport,
power generation, concessions for railways,
and concessions for airport services.
• As noted elsewhere, this Report proposes
new private investment of $1.375 billion
for the storage and transport of water, the
most important component of which is the
proposed 400 km pipeline from the Zambezi
River to Bulawayo that is estimated to cost
$1.2 billion. Successful implementation
of PPP arrangements for the water sector
will require close attention to take-or-pay
arrangements that will be attractive to
potential private investor;
• In the case of the power sector, about $2
billion will be required for new generation
capacity in the decade ahead. The proposal
seeks to have private investors develop the
not insigniﬁcant domestic energy resources
to meet these future generation requirements.
This would be done under a PPP arrangement
in which private investors would build and
operate individual generation plants and sell
42
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power to the national grid under take-or-pay
contract arrangements with the ZETDC.
As part of the proposed program, the ZPC
would be privatized and with a possible
international partner it would also enter into
a IPP arrangements with ZETA;
• In the case of the railways sector, the
program calls for the long-term contracts
with concessionaires to provide passenger
and freight services on the mainline public
rail network and, subject to further analysis,
on some or all of the spur lines. As noted
earlier, the proposed new parastatal, RICZ,
would be responsible for the operation and
maintenance of the public network, while
the concessionaires would be responsible
for the provision of freight and passenger
services and would own the rolling stock
required for these services;
• In civil aviation, CAAZ would transfer its
existing responsibilities for regulation of
the aviation industry to a newly created
regulatory authority for the transport
sector (see discussion below). CAAZ
would continue to be responsible for the
rehabilitation and maintenance of facilities
at nine of the eleven airports that it
currently operates. Concessionaires would
be contracted to operate the remaining two
airports (the Victoria Falls and Buffalo
Range International Airports).
Mobilization of some $4.6 billion of investment
from private sources will be a major challenge
for two reasons. First, there is no clear legal
and regulatory framework in place for these
types of investments; and second, partnerships
with the government in water storage and
transport, power, civil aviation, and railways
— the main areas where private investment is
to be mobilized — will involve dealings with
the parastatals that currently own these types
of infrastructure assets and, with the exception
of the BBR concession, have monopoly
arrangements with respect to service provision.
As the consideration below indicates, the
current ﬁnancial position of these parastatals
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is unsatisfactory. In their present ﬁnancial
condition, it is unlikely that they could form
successful partnerships with private investors.
From the perspective of potential private
investors, the combination of the unsuitable
legal framework, uncertainty about the
regulatory environment, and the weak ﬁnancial
position of the public partners translate into a
high degree of risk and uncertainty about the
attractiveness of these PPP opportunities. This
Report therefore calls for the early launch
of a comprehensive program that addresses
these concerns.

3.3.3

Restructuring of
State Enterprises

In addition to the role of regulatory
agencies, POTRAZ, BAS, and ZERC, nine
state enterprises play important roles in
the provision of infrastructure services in
Zimbabwe. These are the NRZ, CAAZ, Air
Zimbabwe, ZESA Holdings, ZPC, ZETDC,
Tel*One, Net*One and ZINWA, most of
whom have been identiﬁed as candidates
for restructuring.2 If there is to be sustained
progress in rehabilitating and rebuilding
the infrastructure assets and services of the
country, there is a clear need for early action
on the ﬁnancial and technical restructuring of
these enterprises.3 Potential private investors in
water storage and transport, power generation,
railways, and airport concessions will require
ﬁnancially sound public partners for the types
of PPP arrangements currently envisaged by
the Government. As the analysis in Chapter 5
2

3

indicates, the restructuring process will have
to be undertaken on a case-by-case basis,
with close attention given to the full range of
stakeholder interests, including, for example,
the manner in which staff redundancies will
be managed. Long delays in restructuring the
SOEs that are potential partners with private
investors in PPP-type arrangements will
simply delay efforts to upgrade and increase
capacities in key infrastructure areas such
as power generation, railway services, and
airport capacities and services at key tourist
destinations in Zimbabwe.
The proposed action plan for state enterprise
restructuring set forth in this Report for each
infrastructure sector is as follows:
• Water supply. A key objective is to enable
ZINWA to construct and rehabilitate water
infrastructure, with particular emphasis on
the network of dams throughout the country,
and to provide water supplies consistent
with speciﬁc quality standards. The
proposed restructuring for ZINWA would
involve the recapitalization of the company
and separation of its current responsibilities
for regulation to an independent regulatory
authority for water and sanitation;
• Electric power. In the case of ZPC, the
proposal is to privatize the company by
private sale of government shares to a
strategic partner or joint venture that has an
interest and capacity to undertake further
investments in power generation under takeor-pay supply arrangements. In the case of
the ZETDC, the company would remain as

See Inter-Ministerial Committee on Public-Private Partnerships (IMCPPP) “Memorandum to the Inter-Ministerial
Committee on Commercialization and Privatization of Parastatals.” Minister of Finance and Chairman of the
IMCPPP, 2010. See also, Minister of Economic Planning and Investment Promotion (MEPIP), “Medium-term
Plan Vision, 2010.
There is already a long history of proposals for state enterprise reform in Zimbabwe, and an extensive literature
on the subject. See for example, Government of Zimbabwe (2009), Performance of Major Parastatals and State
Enterprises. Ministry of State Enterprises and Parastatals. August, 2009; UNDP (2009), Restructuring Public
Enterprises and Rehabilitation of Infrastructure in Zimbabwe. Comprehensive Economic Recovery in Zimbabwe
Working Paper Series. Working Paper 8. UNDP Zimbabwe, 2009; and Zhou, G. (2000), ‘Public Enterprise Sector
Reforms in Zimbabwe: A Macro Analytical Approach’ in Zambezia, XXVII (ii) pp.195–219. In reviewing this
experience, the UNDP (2009) has noted that although the need for restructuring public enterprises was highlighted
at the onset of reforms as early as 1991, nothing of signiﬁcance has been achieved to date.
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a state owned entity, but would undertake
ﬁnancial and technical restructuring that
involved cleaning the balance sheet of the
company through the transfer of speciﬁc
debt obligations to a Special Purpose Vehicle
to be established by the Government. ZESA
Holdings would also undergo technical and
ﬁnancial restructuring along the same lines,
with disposal of non-core assets to private
investors;
• Transport sector. As noted earlier, the NRZ
would be split into two separate companies:
RICZ would be the owner and manager
of the railway infrastructure, and ZRSC
would be a privatized company that would
provide passenger and freight services on
the entire rail network of some 2,760 km
in competition with other concessionaires.
In the case of CAAZ, its current regulatory
responsibilities would be transferred to a
proposed new regulatory authority for the
entire transport sector. The commercial
arm of CAAZ would be subject to ﬁnancial
restructuring to strengthen its balance
sheet and lay the foundations for the
formation of concession arrangement for
the management of the Victoria Falls and
Buffalo Range International airports. The
restructured CAAZ would aim to attract
a strategic investment partner that would
inject additional equity into the company.
It would be responsible to the provision of
airport services at the nine other airports
currently managed by CAAZ. In the case
of Air Zimbabwe, the proposal is modeled
along the lines of the privatization of Kenya
Airways in 1995-96. It would aim to bring
in another international airline as a strategic
investor, with the latter holding a substantial
portion, but not necessarily a controlling
interest in the company;
• Telecommunications. Both Net*One and
Tel*One would be privatized by private
sale of government shares to domestic and
or international strategic investors that have
an interest in expanding their role as service
providers in the ICT sector.
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Chapter 5 sets out a clear timetable for
implementing these restructuring and
privatization programs. The key point is that
they all need to be completed within the next
three years to lay the foundations for the
proposed build up of private investment in
new capacity and improved service provision
by entities such as ZETDC and ZINWA that
would remain as publically owned companies.

3.3.4

Strengthening the Institutional
and Regulatory Environment

Reconsideration of regulatory arrangements.
The Action Plan calls for important institutional
changes in the regulation and oversight of
infrastructure services. In the case of water and
sanitation services, the proposed program for
water supply in urban and rural areas includes
a range of measures aimed at strengthening the
policy environment and building institutional
capacities for service delivery. There is an
increasingly important need to strengthen
regulatory arrangements for the sector. A
strong case can be made for the creation of an
independent regulator for oversight of water
resource management and provision of water
and sanitation services. The activities associated
with an enhanced regulatory capacity would
include, for example, assessment of current
pricing and cost recovery arrangements in
urban and rural areas and establishment of
tariff guidelines and performance benchmarks
for service providers. The latter would cover
three broad areas: (i) service coverage and
quality, including such things as quantities
of water delivered on a per capita basis and
responses to customer complaints; (ii) ﬁnancial
performance which would include preparation
of audited accounts for urban suppliers,
standard ﬁnancial ratios, cost recovery, and
collection of accounts receivable; and (iii)
operational efﬁciency which would include
standard measures such as the amount of nonrevenue water used, stafﬁng efﬁciency, and
maintenance performance.
In the case of the power sector, the
Government has already decided to create a
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single regulatory authority for the entire energy
sector. Work is underway on the preparation of
legislation and regulations for this initiative.
A review of existing regulatory arrangements
for the power sector undertaken for this Report
suggests that a number of enhancements
should be considered. These proposed changes
in arrangements for regulation of the power
sector could then be included in the new law
and regulations for the energy sector.
The changing role of the government
in the transport sector, with increasing
participation by the private sector, calls for
early reconsideration of arrangements for
regulation of transport services. In the case of
the transport sector, the Report proposes the
creation of a single regulatory authority for the
entire sector, including roads, rail, civil aviation,
and ports. Under the proposed strategy, the
Government would retain ownership of the
transport infrastructure and therefore would
have the ultimate responsibility for its upkeep.
The Action Plan calls for the creation of a
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separate regulatory authority that would be
responsible for the entire transport industry,
rather than separate authorities for road, rail,
and aviation services. Creation of a single
regulatory authority for the transport sector
is not uncommon: for example, countries as
diverse as Brazil, Argentina, Tanzania, and
Singapore are served by authorities with broad
sectoral responsibilities for regulation within
the transport sector. Given that Zimbabwe
has a single ministry responsible for all
aspects of transportation, there is merit is
having a comparable regulatory authority.
This proposed new institution is referred to
as the Transportation Regulatory Authority
for Zimbabwe (TRAZ). New legislation
would be required to create the proposed
independent regulatory authority. Careful
consideration of the degree of independence,
autonomy, expertise, and accountability for
the authority will be required; for example,
international experience suggests that creation
of a regulatory commission with three to ﬁve
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members is preferable to the appointment of a
single regulator. A more detailed discussion of
the respective responsibilities of TRAZ for the
road, rail and aviation industries is discussed in
Chapter 4.
In the case of the ICT sector, a number
of issues and concerns about the regulatory
environment for ICT services have emerged
in recent years and have become more
pressing since the creation of the Ministry for
Information and Communications Technology.
First, the Ministry does not have formal
oversight of the two regulatory bodies active
in the sector. Second, no laws govern cyber
transactions in the following areas: digital
signatures; contracts made over the internet;
a framework covering issues of convergence
of telecommunications, broadcasting, and
computing. The Minister for Information and
Communications Technology has committed
to enact laws that control and manage online
transactions. Third, both POTRAZ and BAZ
regulate ICT activities. There is overlap
and duplication of functions between these
agencies, and the fragmented nature of these
arrangements impedes efﬁcient development
and harmonization of efforts. Both POTRAZ
and BAZ manage radio frequencies and
regulate electronic transmission of information
and data. International trends recommend one
national body to coordinate ICT related issues
at national level, a situation that is in line
with convergence of technologies. Wastage
of both ﬁnancial and human resources stems
from the current overlap in responsibilities
and duplication of effort results. The ICT
Ministry and other stakeholders advocate
the merger or convergence of BAZ into
POTRAZ for better coordination of activities
in the ICT Industry. Fourth, though there is
some degree of infrastructure competition in
the telecommunications sector, the creation
of effective competition among backbone
network operators is needed. This lack of
competition is constraining investment in
high-capacity networks and preventing the
market from achieving economies of scale.
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It also has a knock-on effect in the providers
(ISP) and the data services market as a whole.
Fifth, the existing framework does not address
adequately the emerging regulatory issues that
arise from impeding transition to a ﬁber optic
backbone network for the country. With the
rapid development of high capacity backbone
networks in the Southern Africa region,
Zimbabwe has the opportunity to improve
substantially its communications services and
lower the cost of these services. At the present
time, the small amount of backbone network
already established is used mainly to provide
backbone services for the operator’s own
retail customers, most of whom are mobile
subscribers. Wholesale markets in backbone
capacity do not exist in Zimbabwe at this
time. Sixth, where ﬁber backbone network
development has taken place in Zimbabwe, it
has been concentrated in urban areas and on
interurban routes, leaving smaller towns and
rural areas dependent on low-capacity wireless
backbone networks. A new ICT Bill has been
drafted, but it does not spell out how the
various ICT Acts would relate to each other or
even indicate which ones would be repealed.
An important principle for the design of
these regulatory authorities is that it would
have access to its own funding sources and
not be reliant on budgetary transfers from
the national government. The most common
approach, to impose fees on the regulated
industries or the consumers of regulated
services, would be mandated to generate its
funding requirements from a range of user fees
in the road, rail, and aviation industries. Other
sources of revenue could include charges for
various services: for example, in the aviation
sector, aircraft registration fees, fees for the
examination and registration of pilots, and
various other licensing activities.
The other aspect of regulation that requires
further consideration concerns issues that
emerge from increased regional integration
of economic activity. The quality of regional
transport infrastructure is critical for linking
land-locked Zimbabwe to regional markets
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within Africa and to international markets. This
is particularly the case for Zimbabwe’s links to
South Africa. Over the past two decades, there
has been a dramatic increase in the importance
of Zimbabwe’s trade with South Africa,
which has increasingly replaced international
markets for Zimbabwe’s exports and imports.4
Regulatory and administrative hurdles continue
to inﬂate costs and prolong delays for freight
movements along the strategic road and rail
routes used by Zimbabwe. Delays at border
crossings and ports increase substantially the
time required to transport goods to and from
Zimbabwe and to transit the country. Moreover,
within the Southern Africa region there has
been only limited progress in implementing the
Yamoussoukro Decision of 1999 concerning
liberalization of airline services in Africa. In the
case of air transport, even with a strong recovery
in tourism in the decade ahead, the size of the
Zimbabwe market will remain small. These
realities point to the need to develop regional
hubs that serve multiple countries.
Another important institutional change in
the transport sector concerns the Department of
Roads (DoR). The proposed program calls for
transformation of the DoR into an autonomous
road agency responsible for procurement of
services from the private sector, rather than
continuing with the current practice of relying
on in-house execution of works. This change
would help build the substantially larger
construction and maintenance capacities
that will be required in the decade ahead. An
enlarged private sector capacity in these areas
will also beneﬁt the urban councils and RDCs
that face large construction and maintenance
programs, but are currently hampered by a lack
of force account capacity and limited supply of
services from the private sector.
4

5

3.3.5

Technical Support
for the Program

The Action Plan proposes a program of
institutional and human capacity building,
technical studies, and services for the
infrastructure sectors in the decade ahead.
As Annex Table 2.1 indicates, the proposed
program is in the range of $260 million for the
decade as a whole, with much of the support
required in the start-up phase of the program
in 2011-13. As the discussion in Chapters
4 and 5 indicates, a substantial amount of
support will be required for the development
of stronger capacities within the various
regulatory authorities already in place or that
are proposed under the program. The other
large claim on funding for technical support
will be for teams of specialists that include
lawyers, ﬁnancial specialists, and technicians
to advise and assist the government in
the design and negotiation of PPP-related
contracts, including arrangements for take-orpay contracts in water storage and transport
and power generation, and concession
agreements for provision of railway and
airport services. International experience
indicates that successful PPP programs require
good public sector management systems, and
especially transparent tender processes and
enforceable contracts, the use of transactional
advisors, minimum political interference, and
a relationship of trust between the public and
private sectors, all areas in which Zimbabwe
could beneﬁt from access to the experience
of other countries and best international
practices. The total amount of funding
proposed for transactions advisory teams in
the various sectors is $90 million.5

As Annex Table 4.5 indicates, South Africa now supplies about 60 percent of total imports into Zimbabwe, and
now accounts for more than 50 percent of Zimbabwe’s exports. By way of comparison, South Africa accounted
for about 20 percent of Zimbabwe’s imports in 1990, and as recently as 2000 it was a market for only 10 percent
of Zimbabwe’s exports.
Experience from the United Kingdom suggests that the cost of these transactions teams are likely to be in the
range of 2 percent of the capital costs of the projects. With a total of $4.6 billion proposed for private investment
in PPP-type arrangements, the cost of transactions teams could be in the range of $90 million in the decade ahead.
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In the case of the power sector, for example,
a total of $156 million is proposed for capacity
building and technical support and studies;
a total of $60 million is proposed for the
upgrade of commercial aspects of the ZETDC
operations, including enhancements to billing
systems and record keeping in conjunction with
a move to installation of a system of prepaid
meters aimed at reducing the very high levels
of accounts receivable. Transaction advisory
services for the privatization of ZPC and the
development contracts with IPPs are projected
to cost $40 million. Technical studies amount
to about $46 million and include $25 million
for feasibility studies for new generation and
related preparation of PPP arrangements for
these new investments. The balance of the
funding would be devoted to training and
capacity building.

3.4

IMPLEMENTATION
OF THE PROPOSED
PROGRAM

3.4.1

Importance of Sequencing
Program Implementation

One of the key points about the proposed
Infrastructure Action Plan for the decade
ahead is that the funding requirements are very
large. These funding requirements exceed
the ﬁnancial capacities of any one group of
stakeholders involved with infrastructure
services
in
Zimbabwe.
Successful
implementation of the proposed program
will require a partnership that involves the
National Government, state enterprises and
local governments with responsibilities for
infrastructure services, the donor community,
and private investors.
Successful implementation requires that
the proposed Action Plan be implemented in
a carefully phased manner. The immediate
priorities are threefold: (i) move ahead with
rehabilitation programs as quickly as funding
and institutional capacities permit; (ii) enter
into an arrears clearance process with the
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international ﬁnancial community as early as
possible; and (iii) lay the policy, regulatory
and institutional foundations required for a
subsequent successful build-up in private
investment in new infrastructure capacity
and in the private provision of infrastructure
services. If these elements of the framework
are put in place in the next two to three years,
the prospects for mobilizing the $4.6 billion of
private investment required for expansion of
infrastructure capacity and service provision
in the decade ahead will be enhanced
considerably.
Without early progress on the operating
environment for infrastructure service
provision along the lines discussed elsewhere
in this Chapter, potential private investors
will be uncertain about the manner in which
the existing incomplete framework for private
investment in infrastructure will evolve. This
continuing uncertainty will heighten investor
perceptions about the risks involved in making
major new commitments in Zimbabwe.
Comparable
investment
opportunities
elsewhere in the region and in other parts of
the world will be viewed by potential investors
as more attractive.

3.4.2

Overview of Program
Implementation

Table 3.5 sets out an indicative set of timelines
for implementation of the proposed Action
Plan. The key elements of the operating
environment for infrastructure service
provision include the proposed program of
reform for the regulatory environment, the
commercialization and or privatization of the
nine state enterprises involved with service
provision, improvements in the legal and
regulatory framework for private investment
in PPP-type mechanisms, and various
initiatives aimed at ensuring that a strong
domestic supply response ﬂows from the
proposed build-up in infrastructure-related
spending. The Report proposes that this set
of reforms is completed within the next 3-5
years.
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The second component of the proposed
program is the rehabilitation of the existing
infrastructure assets. The Action Plan calls
for the rehabilitation of the bulk of the water,
sanitation and power facilities within the next
three years, subject to the availability of funding
for the work required and implementation
capacities within the government agencies
responsible for these types of initiatives.
Rehabilitation of the rail and civil aviation
infrastructure would be completed over the next

ﬁve years. Rehabilitation of the road network
will take at least a decade, and in the case of the
tertiary network, very likely about 15 years. A
clear set of priorities will be required for this
extended period of rehabilitation within the
roads sector. Chapter 9 sets out guidelines for
these priorities. At the same time, the level of
ﬁnancial support for routine maintenance will
grow steadily throughout the decade ahead
as the rehabilitation and backlog of periodic
maintenance is completed.

The third major component of the Action
Program is the $4.6 billion of investment
in new infrastructure capacity and service
provision by the private sector. In the case of
the power sector, long lead times are involved
in the construction of new generation plants.
Under the proposed Action Plan, the dates for
commissioning of the Kariba Plant extension,
Units 7 and 8 at the Hwange Thermal Plant,
and the Greenﬁeld investment in the Gokwe
North coal-ﬁred plant, are 2015, 2017 and
2018 respectively. Construction of these
plants will require 3-4 years. The implication

is that work on the Kariba Plant extension
would need to start by about 2012, which
is why Table 3.5 includes a start-up for
PPP-related investment activities in 2012.
The implication is that a well qualiﬁed
transactions advisory team will need to be in
place in 2011.
A high priority would also be accorded
to increased numbers of communications
platforms with links to the global network
of submarine cables, and to the installation
of a national ﬁbre optic broadband backbone
network by 2015. In the case of the railway
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and civil aviation programs, the proposal is
to complete the restructuring of NRZ and
CAAZ before end 2012. Assuming that the
proposed new law for PPP-related investment
activities is promulgated in 2012, work would
start on the design and award of concessions
for railways and airport services in 2013.
Transaction advisory teams for these projects
would need to be in place by 2012.

3.5

DRIVERS OF
ZIMBABWE’S
FUTURE GROWTH

Zimbabwe can count on several assets to boost
productivity and output growth: a relatively
young population, a highly educated diaspora,
and regional connectivity within its subregion, in particular proximity to South Africa.
However, given the neglect of infrastructure
assets in recent years, the changes in the
regulatory environment, and rapid changes
in technology over the past two decades, it
would be hard for Zimbabwe to reap these
beneﬁts without signiﬁcant improvement
in the country’s regulatory framework and
provision of good quality infrastructure. In this
context, an understanding of the contribution
of infrastructure to output growth would
be of great use to policymakers. Relatedly,
a number of key policy and structural
weaknesses will need to be addressed, in
particular, a sound macroeconomic policy
framework and healthy ﬁnancial system, the
low level of human capital, a large informal
sector, and widespread poverty. Furthermore,
poor physical infrastructure (including
transport, telecommunications, energy and
water), restrictive regulations, and insufﬁcient
competition in key sectors are hindering
productivity growth. In this environment,
larger ﬁrms are likely to successfully navigate
around costly administrative burdens and
manage to overcome infrastructure lags,
while many small- and medium-scale ﬁrms
face severe constraints to investment and
expansion.
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Several factors affect productivity.
Empirical studies cite a diverse set of
factors from external shocks, to changes in
government policies, political disturbances,
and conﬂicts, to the quality of a country’s
economic, social, and political institutions.
The preceding sections discussed how the
low growth rates in Zimbabwe may be
accounted for by both a signiﬁcant slowing
of capital inputs and falling productivity
growth. This section provides a broad
overview of some of the key determinants
that explain Zimbabwe’s performance. For
the purpose of this study the section will
focus on only three key factors, namely
structural reforms (including governance
and investment climate), human capital, and
physical infrastructure.

Structural Reforms
Since 2009, Zimbabwe’s new government
has instituted several reform initiatives
aimed at rebuilding and reviving economic
growth in the country. In the government’s
STERP and MTP, the importance of
improving institutions that foster investment
to enable Zimbabwe to reach its aggressive
growth targets has been highlighted.
However, challenges still remain including
pressures from a large public debt, the wage
bill, and political roadblocks in achieving
objectives of the Global Political Agreement
(GPA). Therefore, as recognized by the IG,
additional reforms will be needed to bring
growth rates up to the higher level required to
sustain improvements in per capita GDP and
to reduce poverty. Some of these reforms are
reminiscent of those rejected in the 1990s,
with dire consequences for growth and TFP.
The following consideration highlights
several key areas for further reform.

Physical Infrastructure:
An adequate supply of infrastructure
services is an essential ingredient for
productivity and sustained growth. Poor

An Action Plan for Infrastructure

economic infrastructure contributes to high
production costs for businesses, raising unit
production costs and making the country
uncompetitive. Growth requires investment
in physical capital—in plants, machinery,
raw materials, and the like that are central
to production and investment. Countries,
such as Singapore, China, and India, that
have achieved sustainable growth have
managed a signiﬁcant increase in the levels
of both domestic and foreign investment as
a percentage of GDP. Conversely, restricted
or expensive access to ﬁnance is a major
constraint on such investment, particularly
for small and medium-sized enterprises and
for the informal sector. A well functioning
ﬁnancial sector enhances economic growth
through ensuring that capital is not left
idle, that it is directed to where it is most
beneﬁcial, and that risks are borne efﬁciently.

Alongside the quantity, the quality of
investment matters.
Deterioration across all major infrastructure
services in the country has been marked over the
past decade, reﬂecting poor maintenance and
limited new investment in key infrastructure
such as power and transport services. In the
power sector, the deterioration of generation
capabilities coupled with degrading of the
transmission and distribution network has
resulted in unreliable power supplies and
severe electricity shortages. Only one half of
Zimbabwe’s installed generation capacity of
about 2,000 MW is available and in reliable
condition.6 Frequent power interruptions
have sharply increased production costs for
manufacturing and other enterprises, making
them uncompetitive in many areas. A large
number of ﬁrms are forced to operate their
own power generators

Box 3.1. Infrastructure Improves Nonagricultural Earnings for the Poor
Increasing access to infrastructure (especially roads combined with electricity) linking rural areas to small towns
and urban centers, along with strong nonagricultural growth, contributed to rising informal sector employment in
rural Bangladesh, India, Vietnam, and El Salvador. In contrast, the lack of infrastructure in Africa constrained access
to informal employment in rural areas and kept the rural poor engaged in more traditional and lower return nonfarm
activities linked to agriculture. As such, lifting infrastructure constraints to improve market access, as well as
increasing access to electricity and education in high density rural area and small towns, may raise nonagricultural
earnings for the poor. But improving access to infrastructure requires more than expanding public investments—
it also requires higher institutional quality. Keefer (2000) has argued that poor institutions in Uganda may have
prevented improvements to the power infrastructure in the 1990s.
Source: Pro-Poor Growth in the 1990s: Lessons and I insights from 14 Countries, A joint product of AFD, BMZ
(GTZ, KfW), DFID and The World Bank.

At independence in 1980 through the early
1990s, the coverage and quality of transport
infrastructure of Zimbabwe were among
the best in the region. The lack of routine
and periodic maintenance of the transport
infrastructure for a decade or more, however,
has resulted in serious deterioration in the
quality of these assets.
In terms of the road network, the state
road network constitutes about 20-25
percent of the total road network for the
6

country but carries more than 70 percent of
all person journeys and over 80 percent of
all goods using roads. Thus this network is
most important and constitutes the economic
artery of the state. Surfaced roads in
Zimbabwe are designed for 20 years. Most
of the state roads have outlived their design
life by more than 10-15 years. The current
condition of the network is not known with
accuracy, but it is clear that it has declined
signiﬁcantly since the mid-1990s as a result

See chapters 9-11 for a discussion of the transportation sector.
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of the lack of funding for routine and periodic
maintenance. Most of the deterioration has
occurred on urban roads and on the unpaved
rural road network.
The railway network of Zimbabwe has
also seen a dramatic decline in the past
decade. This decline is mainly due to aging
track, including insufﬁcient ballast, rail wear,
deteriorating earthworks, and rail signaling
and communications with obsolete equipment
and lack of spare parts. Rolling stock suffers
from low availability and utilization and, as a
result, the railway is not able to meet current
demand for freight services. The freight
carried dropped from more than 14 million
tons in 1990 to 9.4 million tons in 2000 and
to 3.8 million tons in 2008. Up to 20 percent
of the track has speed restrictions and only
24 of the 85 mainline locomotives are
operational. This adversely affects business
costs incurred to ﬁnd alternative transport
means, as well as the time cycle for goods to
get to market.
As a result of the economic problems of the
past decade and sharp decline in tourism in
Zimbabwe, international and domestic aircraft
movements have declined sharply. The former
declined from about 31,000 in 1999 to about
16,000 in 2009 (Chapter 11). The decline in
domestic movements was even greater, owing
to diminished domestic travel by tourists
and the adverse effect of domestic economic
difﬁculties.7
The large contraction in demand for
air services to and from Zimbabwe has
contributed to a sharp reduction in the number
of international airlines that service the
Zimbabwe market. During 1997-2007 more
than twenty scheduled airlines discontinued
services in Zimbabwe, including major carriers
such as Air France (1997), KLM (1998),
Lufthansa (2000), Swiss Air (2000), and
British Airways (2007). At present, 12 airlines
operate services to and from Zimbabwe. These

7
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include Air Zimbabwe, which is the primary
domestic carrier owned by the Government,
Kenya Airways, Air Malawi, Botswana
Airline, South African Airways, South African
Airlink, Comair (which is a franchise partner
with British Airways), Air Namibia, Fly
Kumba, Zambezi Airline, Ethiopian Airlines,
and Angola Airlines.
The political and economic crisis
experienced in Zimbabwe in the past decade
has also reduced the growth of ICT. Limited
depth of innovation has been shown to restrict
growth and this can be particularly relevant
in Zimbabwe’s case as the country school
enrolment and literacy rates still remain high
in comparison with other African countries.
An area for focus emphasized in the
country’s new ICT policy has been to enhance
the current education curricula to include more
emphasis on technology oriented subjects
including more funding and support for R&D
initiatives.

Financial Development:
Financial development promotes economic
growth by improving the efﬁciency, stability,
and accessibility of the ﬁnancial system. An
efﬁcient ﬁnancial system reduces information
and transaction costs by performing the
following ﬁve core functions well: producing
ex ante information about possible investment
and allocating capital; helping to monitor
investment and provide corporate governance
after providing ﬁnance; facilitating the trading,
diversiﬁcation, and management of risk;
mobilizing and pooling saving; and easing the
exchange of goods and services.
Financial repression over the last decade
and high ﬁnancing costs have discouraged
domestic investment. High real interest
rates continue to limit private credit growth,
despite low ﬁnancial intermediation due to
the lack of effective competition and high

See chapter 11 for a thorough analysis of the state of air transport in Zimbabwe.
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level of non-performing loans. What has been
the impact of ﬁnancial repression on growth?
International evidence is mixed. While the
effects of mild, periodic ﬁnancial repression
on growth is ambiguous, there is adequate
evidence that large negative interest rates
cannot be sustained and will eventually lead
to reduced growth. In Zimbabwe, the gap
between average real lending and borrowing
rates is still too large, suggesting room for
efﬁciency improvements. Nominal and real
lending rates have also become needlessly
high in view of high and variable inﬂation and
resultant uncertainties about price stability.
In Zimbabwe, tight liquidity constraints and
wide intermediation spreads have further
discouraged savings deposits, leading to a
vicious circle of tight liquidity constraints.
The slow execution of due process, lenders’
inadequate access to timely foreclosure
procedures, the absence of credit assessment
information, and weak enforcement of
property rights all undermine ﬁnancial
intermediation.
In contrast, an efﬁcient ﬁnancial system
enhances a country’s growth prospects by
channeling resources to their most productive
uses, thereby fostering a more efﬁcient
allocation of resources. It also helps boost

aggregate saving and investment rates, thus
speeding up the accumulation of physical
capital. Finally, it enhances growth by
strengthening competition and stimulating
innovative activities, so promoting dynamic
efﬁciency.

Investment Climate:
It has been widely accepted that poor
governance deters investment, undermines
competition,
encourages
rent-seeking
behavior, and distorts public expenditure
in an economy, and as a result, negatively
affects productivity. Political interference
in the civil service and politicization of
decision making hampers effective public
administration. A major concern for many
economic actors in Zimbabwe centers on
the land reform policy and indigenization
bill. The uncertainty as to direction and
implementation of these critical pieces of
legislation act as a major disincentive for
any long-term large private investment,
particularly in the form of FDI.
FDI can positively affect TFP in the form of
increased capital accumulation, improved
efﬁciency of local businesses, technological
change, and human capital accumulation

Box 3.2. Improving the Investment Climate
Improving the investment climate stimulates growth, inﬂuencing the size of the formal sector and the composition of
formal employment. In Vietnam, Bangladesh, and Tunisia, investment climate improvements, trade liberalization,
and special incentives for manufacturing industries signiﬁcantly increased unskilled manufacturing employment,
particularly for women. In Senegal, rising urban employment reﬂected high levels of investment, a competitive
exchange rate, and a fairly good investment climate. By contrast, policy uncertainty and macro instability
constrained nonagricultural investment and employment in Zambia, increasing urban poverty. In Ghana, private
investment remained low (undermined in part by persistently high inﬂation and a poor investment climate), causing
manufacturing employment to contract in the late 1990s.
Source: Pro-Poor Growth in the 1990s: Lessons and I insights from 14 Countries, A joint product of AFD, BMZ
(GTZ, KfW), DFID and The World Bank.
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Governance issues are also reﬂected in
the ease with which the private sector can
conduct business. Allegations in the private
sector about irregular application of law and
regulations, and lax enforcement of prohibiting
bribes to corrupt ofﬁcials are commonplace in
Zimbabwe.
Figure 3.4 provides a snapshot of the
business environment across a number of
indicators in Zimbabwe in comparison with
other countries in the region. Zimbabwe
ranked 159 in the 2010 Doing Business
Survey, a move up of one position from the
2009 Report. Its ranking however is still
well below those of neighboring countries
South Africa (34), Namibia (66), and

Botswana (45). As highlighted in Figure
3.4 the country’s regulatory framework is
a signiﬁcant stumbling block for operating
a business in Zimbabwe. The Government
adopted an indigenization law that set a
goal of 51 percent domestic ownership of
business ﬁrms. The responsible minister has
discretionary authority for the implementation
of the law, but the implementation regulations
are not yet in place and it is not clear how
this discretion is to be exercised. While the
liberalization of the economy launched by
the IG is a step in the right direction, urgent
regulatory reforms are essential to untangle
the costly and complex web of regulations
that govern business activity at present.

Human Capital

and higher education are more signiﬁcant in
raising long-term growth rates and income
levels as they play a key role in the creation
and application of new knowledge and
technologies. This effect occurs primarily
through people’s improved capabilities to
absorb technological advances.
Access to and quality of education are
major factors that impede productivity growth.
Post-independence (during the 1980s) the
Zimbabwean government recognized this and
to reverse the racial imbalances in education
adopted a policy of universal primary school

A wide range of labor skills is needed to
catalyze and sustain economic growth,
including education at all levels from
primary schools through to universities, and
including technical and vocational training
as well as ‘learning by doing.’ Unfortunately,
progress in overcoming shortages of skilled
and trained manpower in the world’s
poorest countries has been disappointingly
slow. Although basic education is widely
considered to be critical for reducing poverty,
there is emerging evidence that secondary
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enrollment. Tertiary education also faced
policy actions which included the building of
more technical colleges and revamping the
apprenticeship system—all to redress racial
imbalances. Severe economic challenges since
2000 eroded Zimbabwe’s gains with regard to
historically high literacy rates of 98 percent
(which had beneﬁted from high investment
and appropriate policies in education during
the 1980s), leaving the country with the current
skills deﬁcit.
There are multiple avenues by which
human capital—the ability and efﬁciency of
people to transform raw materials and capital
into goods and services—affects economic
growth. The accumulation of human capital
improves labor productivity and increases
returns to capital. A well-educated workforce
also facilitates the adoption and diffusion
of technology. Less often noted is that a
critical threshold for human capital stock
may be a precondition for growth because
low education levels may act as a barrier to
imitation, which may prevent the diffusion
of technology. Larger and deeper stocks

of human capital may also have spillover
beneﬁts. A prime example is that more
educated mothers tend to have children with
better health and education outcomes.
Education increases an individual’s
probability of being employed in the labor
market and improves earnings capacity. Since
human capital encompasses skills that can be
acquired through the educational system, at
the micro level education contributes to an
individual’s labor productivity and earnings as
well as to the level of production. That said,
human capital development is intrinsically
welfare enhancing. The Government has
prioritized the rehabilitation of schools,
construction of new schools, and capacity
development of public administration
(including teacher training, review of existing
curricula, among others). Investment in
education and skills can be as important
as investment in machinery and plants in
delivering growth. Investment in this”human
capital” is especially appealing as it directly
leads to improved human development as well
as helping to drive growth.

Box 3.3. Rebuilding public sector capacity
Zimbabwe lost nearly a ﬁfth of its population, including personnel with technical, professional, and managerial skills,
owing to brain drain during the political and socioeconomic crisis. The low pay of civil servants and associated low
morale, absenteeism, and high staff turnover also continue to exacerbate the capacity problem. The public sector
also lags behind in upgrading ofﬁce technology, skills, and related infrastructure. Priority should be given in the
short- and medium-term to strengthening the government agencies that will be in the forefront of the civil service
capacity development and rehabilitating tertiary education institutions so that they can continue to produce quality
technicians and professionals for the private and public sectors.
The ﬁscal space is severely limited given the many competing public expenditure demands. Unsustainable wage
demands would need to be contained to generate savings needed for capital expenditures for emergency rehabilitation
of infrastructure and social expenditures. Measures to strengthen government capacity to efﬁciently and effectively
manage all public resources, including mineral wealth, need to be pursued vigorously.
Source: Pro-Poor Growth in the 1990s: Lessons and I insights from 14 Countries, A joint product of AFD, BMZ
(GTZ, KfW), DFID and The World Bank.
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3.6

TRADE AND OPENNESS

For most of its history over the past 50 years,
Zimbabwe’s integration into global markets has
been partial. This has impeded integration into
goods and input markets, notably integration
into ﬁnancial capital. Openness of a country’s
goods markets encourages growth, facilitating
technology transfer and competition, and
beneﬁting consumers. Zimbabwe has followed
a policy of ‘import substitution,’ deliberately

shielding many industries from international
markets to allow them to develop. The success of
such policies has been mixed. As protection has
costs in terms of lost growth, such policies were
harmful. Similarly, capital market integration
that allows smoothing of living standards,
risk-sharing among countries, and technology
transfer from the developed world has been
signiﬁcantly impeded by political sanctions at
various times in Zimbabwe’s history.

While, the liberalization of the economy
launched by the Government is a step in the
right direction, more urgent regulatory reforms
are essential to untangle the costly and complex
web of regulations that govern business activity
at present. The challenge for Zimbabwe in
both of these areas is to design proper reforms
that take into account the proper sequencing
and pacing of reform to smooth the adjustment
for domestic producers.8

inputs such as seeds, fertilizer, and fuel. In
drier areas water scarcity is a major challenge
for farmers. Drought has exacerbated an
already difﬁcult situation and has made it
harder for farmers in dry areas to increase their
productivity. Food insecurity continues to
worsen both for urban and rural populations.
Zimbabwe has become a net importer of food
products and many millions of people are now
dependent on food aid.

Agricultural Policies:

3.7

The uncertainties and disruptions of land
reform, erratic weather, HIV/AIDS, the high
and unpredictable inﬂation, and unstable
agricultural policies have undermined
agricultural production and productivity and
resulted in persistent food shortages in the
country. Agricultural production in general has
suffered as a result of weak support services,
lack of credit, and acute shortages of essential

Zimbabwe has recovered from the over a
decade of economic decline and stagnation.
As it emerges from this lost decade, mediumand long-run growth will reassert itself as the
priority concern of policy makers. Short-term
aggregate demand management will have to
give way to structural policies that augment
the economy’s productive capacity. It is thus a
good time to take stock of Zimbabwe’s growth

8
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This is especially important for capital market integration. Rapid liberalization of capital markets facilitated many
ﬁnancial crises over the past decade, which signiﬁcantly curtailed growth.
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prospects further out and to reconsider its
pathways to growth. Inward-looking policies
that were effective in the period just after
independence are likely to be less effective in
today’s environment.
Zimbabwe’s historical economic growth
pattern, though, suggests that swings in growth
are mostly accounted for by a signiﬁcant
slowdown in capital input and sharply
negative total factor productivity growth. It
also suggests that raising real GDP growth
will require increases in both investment levels
and productivity. With a ratio of investment
to GDP of 13 percent during the last decade,
signiﬁcantly higher productivity growth and
investment will be needed to sustain GDP
growth rates at 5 percent or higher. The
historical performance also indicates that, in
the absence of structural reforms and strong
institutions, higher rates of productivity growth
would be hard to achieve.
The government has started to implement a
number of reforms designed to alleviate some
of the constraints to export performance aimed
at improving competitiveness. Important
efforts are ongoing to improve access and
affordability of basic physical infrastructure.
In parallel, the government is processing key
reforms aimed at improving the business
environment in the areas of the judiciary
and administration of justice, the ﬁnancial
sector, and the land tenure and mortgage
regimes. These reforms should also improve
the availability of ﬁnance. Further efforts are
still needed to exploit the growth potential
of the rural economy, improve the regulatory
and institutional framework, strengthen
transportation links to South Africa, enhance
education and skill development programs,
raise labor productivity, and accelerate
diversiﬁcation.
Productivity growth, in particular, will play
a bigger role as a driver of economic growth.
Structural policies that promote productivity
growth therefore hold the key to sustaining the
country’s growth that, in turn, will reduce the
numbers of the poor and spread the beneﬁts of
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economic progress to more people. Four speciﬁc
areas—trade, human capital, infrastructure,
and ﬁnancial development—are signiﬁcant
in this respect. Although the four areas were
examined separately, much interdependence
exists between them, and progress in one area
will facilitate improvements in another. For
example, a major impediment to trade in many
parts of the region is inadequate transport
infrastructure. Improvements in this area,
both domestic and regional, can stimulate
and catalyze intraregional trade and trade in
general. Similarly, ﬁnancial development,
especially the development of bond markets,
which provide a stable and secure source of
long-term ﬁnancing, will have a positive impact
in addressing the country’s need for transport,
communications, and energy infrastructure.
Financial development can also promote the
accumulation of human capital by channeling
resources to individuals who want to invest in
their own education. Progress in the four areas
will thus be mutually reinforcing and jointly
push out Zimbabwe’s production frontier.
Finally, good governance and institutions
matter for growth. In particular, government
effectiveness and control of corruption have
signiﬁcant positive impacts. In addition,
governance has a bigger effect in developing
countries where the government tends to play
a larger role in the allocation of resources.
Competent and honest governments that
efﬁciently deliver basic public services, such
as administration, education, and health care,
raise the productivity of all ﬁrms and industries.
Such governments are also more conducive for
political stability and a more benign investment
climate. Increasingly, an important dimension
of strong governance and institutions will
be the capacity to deliver inclusive growth
which spreads the fruits of growth to the wider
population. As conditional cash transfers
show, well-designed inclusiveness-promoting
programs can make a big dent on poverty at
manageable ﬁscal cost. By promoting social
stability, such programs can foster a more
conducive environment for growth. 
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CHAPTER 4:

Support for Institutional Reform and Regulation
4.1

THE SETTING

4.1.1

Regulatory Reform for
Infrastructure: The
Challenges Ahead

As the discussion in Chapter 3 indicates, a
strong sustained improvement in the quality
and quantity of infrastructure services in the
decade ahead will require a substantial increase
in private investment in infrastructure assets
and services, especially in electric power,
railways, civil aviation, and ICT. It will also
require signiﬁcant progress in restructuring
the parastatals operating in the infrastructure
sectors. This combination of events raises
a range of key policy issues related to the
regulation of public and private services in
these sectors. At present, regulatory entities
monitor civil aviation, electric power, and
ICT services. There are no formal regulatory
agencies for water and sanitation services or
road and rail transport.
The reality is that the regulatory environment
for infrastructure service providers in
Zimbabwe is deﬁcient. The WEF (2009) report
on African competitiveness ranked Zimbabwe
112th out of 118 countries included in the
survey, with a regulatory environment ranked
as the poorest within the entire 118 countries
whose data were used to construct an enabling
trade index. The ﬁndings of a 1998 study of
the regulatory environment of Zimbabwe by
Godana and Hlatshwayo continue to resonate.
They concluded that the legal and institutional
framework for public enterprises imposed
constraints on the effectiveness, autonomy,
and accountability of these enterprises.1 They
observed that to alleviate budget deﬁcits,
parastatals were urged to compete effectively
and turn a proﬁt, but from an administrative
point of view parent ministries continued to

1
2
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regard their public enterprises as coming under
the relevant Acts of Parliament in such matters
as labor law, investment, borrowing, reporting,
supervisory mechanisms, and the rules and
regulations governing public procurement.

4.1.2

Lessons from International
Experience

One of the important challenges for the
medium-term is to strengthen the regulatory
framework of the country. In doing so,
Zimbabwe can draw on a rich background
of analysis and assessment of the regulatory
experience of other countries over that past
50 years. The World Bank (2010) reports
that “The standard infrastructure reform and
policy prescription package of the 1990s —
market restructuring, private involvement up
to and including privatization, establishing
independent regulators, and enhanced
competition — yielded … positive results in
Africa.” 2 Further research by the World Bank
(2010) indicates that there is evidence of “…
strong links between institutional reforms …
and improvements in the quantity and quality of
infrastructure services.” Experience elsewhere
in Africa indicates that most African countries
have undertaken preliminary institutional
reforms, mainly the broader sectoral policy
and legal measures, but regulatory and
governance reforms have taken much more
time to produce results. The World Bank report
goes on to say that: “Typically in Sub-Saharan
Africa, new laws and regulatory bodies have
been introduced for telecommunications and
electricity, whereas few countries have created
water or transport regulators. On the technical
side, regulation needs must employ solid
methodological tools with resulting decisions
clearly communicated to the business
community and public at large. On the political
side, regulation requires a degree of autonomy

See Godana, Tekaligne and Ben Hlatshwayo (1998), “Public Enterprise Reform and Privatization in Zimbabwe:
Economic, Legal and Institutional Aspects,” Zambezia (1998), XXV (1).
See World Bank (2010), page 105.
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from government interference while remaining
accountable to society.
International experience suggests that an
essential element of an effective regulatory
framework for the development of adequate
backbone infrastructure in a liberalized
competitive environment is to place the
responsibility for regulation in an agency
with the required independence, autonomy,
expertise, and accountability. The standard
recommendations for the creation of a
regulatory agency are straightforward and
revolve around the following three broad
principles: (i) the regulator’s sectoral breadth
of authority, (ii) the desirable qualities of
a regulator, and (iii) the division of labor
between the regulator and the government.
These basic principles have provided a guide
for the assessment in this Chapter of the future
regulatory environment that may be best able
to meet Zimbabwe’s evolving needs in the
infrastructure sectors.
The regulator’s sectoral breadth of authority
can be industry-speciﬁc such as rail and
electricity; sector-speciﬁc such as transport
as in the case of Argentina and Peru; or multisectoral with a single regulatory agency for all
or most infrastructure sectors as in Australia,
Canada, Costa Rica, and Jamaica. In the case
of transport, it is often the case that a single
government ministry is responsible for the
sector, in which case it makes sense to have a
regulatory agency with the same coverage.
In determining the desirable qualities of a
regulator, a few minimum requirements must
be addressed for regulation to be successful.
These include independence with a reasonable
amount of discretionary powers, autonomy
and expertise, and accountability. Regulators
should have an arm’s length relationship with
ministries and with the business entities in the
sectors being regulated and they must have a
degree of discretion in making decisions. The
rules pertaining to the role and responsibility
of the regulator must be clearly spelled out
in the charter or contract that establishes the
regulatory agency. Autonomy can be facilitated
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by ensuring that the regulatory authority has
access to its own sources of funding and
is not depend on annual transfers from the
national budget. In monitoring compliance and
enforcement, the regulatory authority must be
able to impose penalties according to clearly
deﬁned rules.

4.2

REGULATION OF THE
TRANSPORT SECTOR

4.2.1

Background

At the present time, civil aviation is regulated
by the Civil Aviation Authority of Zimbabwe
(CAAZ), which is also the operator of airport
and navigation services for the industry. In the
case of railways and road transport there are
no formal regulatory bodies. In the event that
customers wish to lodge complaints about the
quality of price of services, the only avenue
is the Competition Commission. In the case
of the roads sub-sector, responsibility for
technical standards for road construction and
safety rests with the Department of Roads
(DoR), while responsibility for oversight of
the road transport industry is dispersed among
several entities.
The current and prospective constraints on
the ability of the Zimbabwe Government to
fund the very large backlog of rehabilitation
and periodic maintenance required for the
transport sector has led to a renewed interest in
mobilizing private investment for this purpose,
especially in the railways and civil aviation
sub-sectors. International experience since the
1970s suggests that with a signiﬁcant increase
in the role of the private sector in provision
of transport services and infrastructure, there
will be a need for a careful assessment of the
regulatory environment within which these
services are provided in Zimbabwe.
This renewed interest in the role of the
private sector in transport services and
infrastructure stems, in part, from international
experience over the past four decades during
which there were dramatic changes in the
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provision of transport services. As Estache and
de Rus (2000) point out, at the end of the 1970s,
most countries relied on the public sector to
build the basic infrastructure in airports, roads,
railways, and ports, and to produce the related
transport services. In this environment, the role
of private ﬁrms in transport was secondary. In
the 1990s liberalization of transport policies
took place and the role strengthened of
private operators and investors in transport
infrastructure throughout the world. A major
driving force in this process has been the effort
by governments to ﬁnd alternative sources
of funding for the development of transport
infrastructure and services. After the extensive
period of privatization in the 1980s and 1990s,
the private sector became the main provider of
transport services and in many cases assumed
a leading role in the provision of infrastructure
as well. In many developing countries, publicly
owned companies were sold and many transport
services were contracted to private operators
under concession arrangements, especially
in Asia and Latin America. These changes
often created new transport monopolies or
oligopolies in which the price, investments,
and service quality commitments of operators
required supervision to protect transport
users. As the same time, governments had
an obligation to ensure that the rights of the
transport operators that entered the transport
industry under these liberalization programs
were also protected.
In response, many countries reassessed the
role of their regulatory bodies and created new
regulatory agencies or units. To be effective,
these regulatory bodies have had to ensure that
prices are neither excessive nor inadequate,
that services meet the desired standards, and
that governments and investors comply with
the commitments they make. A number of key
lessons have emerged from this experience
(Estache and de Rus 2000):
• Regulatory concerns must be addressed
during the formation of these public-private
collaborations. It is important to ensure
that regulatory needs are built into the
60

Zimbabwe Report

obligations of operators during the transfer
of responsibilities. Privatization teams
and regulators must ensure that investors
receive fair treatment and returns on their
investment. If investors lack that conﬁdence,
they are likely to demand higher returns
to hedge against regulatory risk or further
increase the risk that they will simply not
choose to invest enough;
• There is also a need to ensure that these
collaborative
arrangements
provide
protection against excessive or abusive
prices or declining quality of service. In
this connection, it is important to ensure
that the regulatory regime and process
allows users to voice their concerns
through formal channels rather than leaving
them to informal channels susceptible to
manipulation by interest groups;
• In many instances, civil servants recruited
to staff regulatory agencies have not had
the necessary technical skills to become
effective economic regulators. Demands
for training and training materials to
develop regulatory skills in the transport
sector often went unmet, and as a result,
the effectiveness of regulatory bodies was
undermined.

4.2.2

The Approach to Regulation
in the Transport Sector

This Report calls for the creation of a single
regulatory agency for the entire transport
sector, including roads, rail, civil aviation, and
ports, because the role of the private sector in
provision of services in these sub-sectors, as
well as increased responsibility for some of
the transport infrastructure, will likely expand
substantially in the decade ahead. Under these
circumstances, an integrated approach to the
regulation of transport services, with due
attention to inter-modal competition, would
appear to best serve the country at this time. For
the purposes of the Report, the new regulatory
agency is called the Transport Regulatory
Agency of Zimbabwe (TRAZ).
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In addition to the above-mentioned
lessons from international experience, the
effectiveness of a regulator also depends
on the clarity with which the sectoral
responsibilities have been divided between a
regulator and a transport ministry, and with
other government agencies. Table 4.1, devised
by Estache and de Rus (2000), provides some
practical guidelines for such division of
responsibility for the transport sector. They
note that their suggested framework entails a
degree of subjectivity and that adjustments are
needed for country-speciﬁc circumstances;
for example, should the regulatory agency
be involved in the design of privatization and
concession contracts because it would have
the main responsibility for implementing these
provisions? The position taken in this Report
is that a transport regulator in Zimbabwe
should be in place prior to the design of the
concession contracts for railways and civil
aviation.

4.2.3

Possible Next Steps

In the event that the Government decides
to set up a regulatory agency for the
transport sector, the ﬁrst step would be the
preparation of a detailed business plan. The
follow-up work would include drafting of
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new legislation for the establishment of
such an agency, along with decisions on
the organizational structure of the agency.
With respect to the latter, the agency would
likely have separate technical units for road
transport, railways, civil aviation, and ports.
It would also have a number of support units,
including ﬁnance, legal, human resources
and communications. A substantial amount
of work will also be needed on the speciﬁcs
of the agency’s responsibilities, stafﬁng
requirements of each of the units and
recruitment, and funding arrangements. An
early start on such an initiative would have
the advantage of helping lay the foundations
for the design of concession contracts in
the transport sector and for the reporting
obligations of concessionaires.

4.2.4

Illustrative Arrangements for
Regulation of Civil Aviation

For the purposes of this Report, some indicative
work on regulatory arrangements has been done
for the civil aviation sub-sector. The transport
regulatory authority would be charged with
promoting, regulating, and enforcing civil
aviation and security standards consistent
with the requirements of the International
Civil Aviation Organization (ICAO). The key
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objectives of the authority would be threefold:
(i) to promote and maintain a safe, secure
and sustainable civil aviation environment
while adhering to international standards, (ii)
to regulate and oversee the functioning and
development of the industry in an efﬁcient,
cost effective, and customer-friendly manner,
and (iii) to promote an enabling environment
for development of the air services industry.
To exercise its oversight responsibilities
for civil aviation, the new regulatory authority
could have several technical units for civil
aviation, namely, Air Safety Operations,
Aircraft Safety, Air Safety Infrastructure, and
Aviation Security.
• Air Safety Operations (ASO). The ASO
would perform oversight on scheduled
ﬁxed wing aircraft, helicopters, and ﬂight
schools. The unit would also establish
testing standards and administer pilot
exams. Another important function of ASO
would be the ﬂight inspection unit. This
unit would calibrate navigation equipment.
It would also regulate the medical aspects
of airline operations.
• Aircraft Safety (AS). The major role of the AS
unit would be to license aircraft and perform
oversight activities on aircraft maintenance
organizations or similar institutions.
Other activities of the unit would include
certiﬁcation, management and standards
development, and certiﬁcation engineering.
The unit would also be responsible for
aviation environment protection.
• Aviation Security (AVSEC). The AVSEC unit
would provide security oversight in various
areas. One of the important functions would
be to ensure safe transportation of dangerous
goods. Other important functions would
include the direct oversight of airlines and
airports in order to prevent unlawful acts of
interference, the training and certiﬁcation
of personnel, and the approval and or
accreditation of training organizations.
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• Air Safety Infrastructure (ASI). The ASI
unit would perform various safety oversight
functions in the aviation infrastructure.
One of the main duties would be to license
aerodromes. In addition, the unit would issue
annual licenses to commercial airports after
having successfully concluded oversight
duties. Communication, navigation, and
surveillance oversight would be performed
on designated airports of the country.
The regulatory agency would be mandated to
generate its funding requirements from user
fees from the civil aviation industry, including,
for example, a charge on departing scheduled
passengers and a fuel levy payable by the
general aviation industry. Other sources of
revenue could include various service charges,
for example, aircraft registration, examination
and registration of pilots, and various licensing
activities.
An indicative ﬁnancial plan has been
drawn up for the civil aviation portion of
the regulatory agency (Table 4.2). The
assumptions used to develop this indicative
ﬁnancial plan are based on comparable
revenue and cost data for the South African
Civil Aviation Authority (SACAA). The total
revenues are based on the projected growth
in passenger trafﬁc as set out in Figure 4.1
below. The safety charge currently applied
by the SACAA is 12 rand per passenger
ticket issued (US$1.55). The security fee
accounts for 77 percent of total revenues. For
the purposes of this Report, the same safety
charge is assumed for TRAZ and receipts from
this fee are assumed to be 77 percent of total
revenues. The indicative cost structure of the
civil aviation unit of TRAZ is also assumed
to be comparable to that of the SACAA, with
personnel costs accounting for 75 percent of
total revenues. Regulatory activities for civil
aviation are assumed to run a small operating
surplus each year.
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Figure 4.1 sets out the basis for estimating the proposed safety charges levied on passengers by the
regulatory authority.

4.3

REGULATION OF
THE ELECTRIC
POWER SECTOR

4.3.1

Current Arrangements
for Regulation of
Electricity Services

Institutional arrangements. The Electricity
Act of 2002 provided for the creation of the
Zimbabwe Electricity Regulatory Commission
(ZERC) as the regulatory body for the electricity
sector. The Commission became operational
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in 2005. ZERC was expected to promote the
efﬁcient provision of safe, secure and reliable
electricity, promote competition as well as
private sector participation in service provision.
It has the following speciﬁc objectives:
• To ensure a fair and balanced regulation
for licensees, consumers, investors and
stakeholders in the electricity sector.
• To pursue efﬁcient industry and market
structures and to ensure the optimal
utilization of resources for the provision of
such services.
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• To optimize access to electricity services
(in both urban and rural areas) and ensure
adequate supply of electricity.
• To ensure fair prices that also are sufﬁcient
to ﬁnance operation, maintenance and
investments, and obtain reasonable earnings
for their efﬁcient operation.
• To ensure safety, security, reliability, and
quality of service in the production and
delivery of electricity to consumers.
Although the regulatory provisions state that
the ZERC must be independent, it is under
the direct control of the Minister of Energy
and Power Development. As a result, there is
overlap between the regulatory roles of ZERC
and the Minister. The Electricity Act gives the
Minister of Energy and Power Development
the authority to issue regulations on many
aspects related to the power sector, including:
the Commission’s administrative affairs;
the duties, powers, rights and obligations
of a licensee; the procedure for applying,
amending, or canceling licenses; price and
tariff setting by licensees; fees, levies, ﬁnes,
and penalties that may be payable by licensees
of consumers; the regulation of investments,
assets, and properties, and the interest in such
assets and properties, held in connection with
the electricity industry; customer-related
matters, including complaints, practices
concerning customers that are having difﬁculty
paying bills, and connection and disconnection
procedures; the regulatory treatment of rural
electric schemes and investments; procedures
for addressing licensee mergers, acquisitions,
and afﬁliate relationships; procedures for
monitoring and mitigating market power;
and terms and conditions to access to the
transmission and distribution networks.
The absence of a comprehensive set of
regulations hampers ZERC from performing
its duties. The ability of ZERC to discharge its
responsibilities effectively has also been limited
3
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by human resource constraints, and in particular
the shortage of regulatory professionals in the
country and lack of operational autonomy.
Moreover, the Commission’s members have
not been reappointed since the end of their last
ofﬁcial term several years ago.
Licenses. The regulatory framework
requires that any operator in the sector must
be issued a license. ZERC issues licenses
for the following: generation located in the
country or abroad (to supply electricity to
any transmission, distribution, or supply
licensee);3 primary transmission (in charge
of generation scheduling, commitment
and dispatch, transmission scheduling and
generation outage coordination, transmission
congestion management, power pooling, and
ancillary services scheduling, among other
responsibilities); independent transmission;
bulk supply (traders); primary distribution (to
connect customers to the network, metering,
billing and collection, and so on); independent
distribution; and retail supply (to trade
electricity at the retail level). Key features of the
licensing arrangement include the following:
• The primary transmission operator may
purchase power for the purpose of reselling
in bulk to one or more licensees, in which
case it must purchase power in an open,
transparent, and competitive manner,
subject to the review of the Commission;
• The distribution operator may provide
electricity to its distribution customers, in
which case it must purchase power in an
open, transparent, and competitive manner,
subject to the review of the Commission.
In such cases, and under exceptional
circumstances, the Commission may allow
an alternative method;
• Whenever there is interaction between
the primary distribution operator and
independent distribution operators, the
former is considered the default service

All operators with capacity to generate, transmit, distribute, or supply more than 100 kW of electricity must hold
a license.
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provider for end users, including those who
chose an alternative provider that failed to
meet its obligations.
• Any license transfer, including the purchase
of a licensee by a current licensee (that is,
a horizontal or vertical merger) must be
approved by the Authority;
• There is some room for the Authority’s
discretion on the licensee’s running
business, since the Act allows for the
possibility of an exclusive area (which is
reasonable in some cases), for all or part
of the period of the license, for a speciﬁc
purpose, for a geographical area.
Licenses are valid for up to thirty years (they
are currently set at 25 years), with a possible
twenty-year extension if the Commission
agrees. Licensees shall comply with consumer
standards, as well as health, safety and
environmental standards, set forth by the
authority. There is a list of conditions of
enforcement and cancellation of a license that
is lax. For example, a cause of cancellation is
that “the ﬁnancial position of the licensee is
such that it is unable to fully and efﬁciently
discharge the duties and obligations imposed
on him by his license”. This is a subjective
criterion for an important event like the
cancellation of a license.
Competition and market power. ZERC
oversees whether electricity services are
provided competitively and determines
whether a service with ﬁxed price can be
provided competitively – in which case, ZERC
may deregulate it, subject to the approval of the
Minister of Energy and Power Development.
Also, the Commission has the authority to
monitor electricity markets to determine the
presence of dominant market power – in which
case, it may issue cease and desist orders,
levy monetary penalties (in concurrence with
the Competition and Tariff Commission), or
refer the matter to the Competition and Tariff
Commission for investigation.
However, as Chapter 8 indicates, there is
practically no private supply of electricity to
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the network in Zimbabwe. There are several
reasons for this situation: (i) the wholesale price
paid from ZTDC to ZPC is low (lower than the
average import cost). For ZESA Holdings, this
is an internal transfer from one unit to another;
for a private generator it results in a price that
does not cover its costs; and (ii) the return on
capital recognized by the regulator is only 8.5
percent, which is lower than the return used
by other regulators in Zimbabwe and likely
to be below the opportunity cost of capital in
the country.
Regulation of power tariffs. The regulator
is also responsible for setting tariffs. ZERC
is responsible for deﬁning the pricing
methodology and sets prices and tariffs (after
consultation with the Minister of Energy and
Power Development). Currently, under the tariff
schedule, marginal rates increase with volumes;
this design aims to discourage consumption.
Formally, tariffs are to be set on a cost-plus
principle. However, they are being revised
once a year to cover budget costs and capital
expenditures partially, with an 8.5 percent rate
of return. All components of the tariff, including
the price of the electricity, are revised and
approved at the same time because there is no
need to distinguish between the cost components
of generation and those of transmission and
distribution at the present time.
According to the regulatory framework,
tariffs across categories should be set to phase
out or substantially reduce cross-subsidies, while
allowing for lifeline tariffs for some customers
and subsidies under the Rural Electriﬁcation
Fund. However, there is resistance to tariff
increases that would impact adversely on
consumers. As a result, the average tariff is low
compared to domestic estimates of costs. In
2009, the average end-user tariff for ZESA was
6.5 US cents per kWh, while ZERC estimated the
economic cost to provide the service at 9.8 US
cents per kWh. Subsequently, price adjustments
were made to bring the average price to about 7.5
US cents a kWh in 2010. Rough estimates put
the generation cost of a new thermal plant based
on coal (excluding the environmental cost) in
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the range of 12 to 15 US cents per kWh. The
average residential consumer should therefore
have paid a higher price than the average of
6.5 cents that prevailed in 2009. Tariffs in other
parts of the region range between 8 and 12 US
cents a kWh. The implication is that the present
economic signals to potential private investors
in power generation in Zimbabwe are poor.

4.3.2

Measures to Strengthen the
Regulatory Environment

The Government is currently drafting a new Bill
that provides for the creation of the Zimbabwe
Energy Regulatory Authority, a single regulator
for the entire energy sector, including electric
power, petroleum products and all other forms
of non-renewable and renewable energy.4 The
proposed Authority will be the successor of
the current Electricity Regulatory Commission
and the Petroleum Regulatory Authority. The
proposed responsibilities of the new Authority
are set out below in Box 4.1. The proposed
move to a single regulator for the entire energy
sector offers an opportunity to address a number
of concerns about the existing regulatory
environment for the power sector.
A key issue going forward is the extent to
which the current regulatory arrangements
for the electric power sector will be carried
forward into the operations of the new
Authority and whether these regulations will be
seen as adequate by potential investors in new
generation capacity under IPP arrangements
or in additional transmission capacity that can
facilitate wheeling of power across Zimbabwe.
The position taken in this Report is that
establishment of independent regulator for the
electric power sector is essential to ensure a
level playing ﬁeld to attract investment. The
current overlap between the Minister and
ZERC in regulating the electricity system and
4
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market should be minimized. In this regard, a
particular concern about the current draft of the
Bill is the degree to which the Authority will
have autonomy as an independent regulator.
Some of the key features of the proposed
new authority appear to give the Minister
considerable authority over the operations of
the Authority.
• The draft Bill proposes that the Authority
reports to the Minister of Energy and Power
Development;
• The draft Bill speciﬁes that “the Minister
may give the Board such general directions
relating to the policy the Authority is to
observe in the exercise of its functions as
the Minister considers to be necessary in
the national interest;”
• The members of the Regulatory Board will
be appointed for a term not exceeding ﬁve
years by the Minister of Energy and Power
Development with the approval of the
President;
• The Minister will be responsible for
appointing the chairperson and vicechairperson of the Board;
• Regulations issued by the Board pertaining
to its operations must be ﬁrst approved
by the Minister before they can become
effective.
In the case of the Energy Regulatory Board
of Zambia, for example, the Regulator reports
to the Parliament which gives it autonomy to
play a fair arbitrator role in conﬂict resolution
in the sector. Another option might be the
establishment of a Tribunal which looks
into conﬂicts that might arise between the
Authority and the MEPD. This mechanism
is used in Tanzania and Kenya, which have
similar institutional arrangements.

The draft Bill deﬁnes the energy industry to mean persons in Zimbabwe who, in the private or public sphere are
concerned with the generation, procurement, distribution, transportation, transmission and production of energy.
It deﬁnes renewable energy to include energy generated from natural resources such as sunlight, wind, rain, tides,
geothermal heat, plants and biomass which are naturally replenished, and in particular includes any renewable
fossil fuel.
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Box 4.1: Functions of the Proposed Energy Regulatory Authority
The functions of the proposed Energy Regulatory authority include the following:
•
•
•
•
•
•
•
•
•
•
•
•
•
•
•
•

Regulate the procurement, production, transportation, transmission, distribution, importation and exportation
derived from any energy source;
Create, promote and preserve an efﬁcient energy industry market for the provision of sufﬁcient energy for
domestic and industrial use;
Promote the procurement, production, transportation, transmission and distribution of energy in accordance
with public demand and recognized international standards;
Promote coordination and integration in the importation, exportation, and pooling of energy from any energy
source in the SADC and COMESA region;
Exercise licensing and regulatory functions in respect of the energy industry;
Ensure that prices charged by licensees are fair to consumers in the light of the need for prices to be sufﬁcient
to allow licensees to ﬁnance their activities and obtain reasonable earnings for their efﬁcient operation;
Maintain and promote effective competition within the energy sector;
Promote and encourage the expansion of the energy industry and advancement of technology relating thereto;
Promote, identify and encourage the employment and development of sources of renewable energy;
Advise the Minister on all matters relating to the energy industry;
Advise and educate consumers and licensees regarding the efﬁcient use of energy;
Ensure the maximization of access of energy by all consumers that is affordable and environmentally
sustainable;
Establish appropriate consumer rights and obligations regarding the provision of energy services;
Establish or approve operating codes of safety, security, reliability, quality standards and any other sector
related codes and standards;
Arbitrate and mediate disputes among and between licensees and consumers; and
Assess, promote and advise the Minister and Licensees on environmental impact of energy projects before
licensing.

There are several other aspects of the existing
regulatory framework for electric power that
need to be reviewed in the course of preparing
the new Bill. These include the following:
• Transmission operators are currently able
to mix physical and commercial operations
(trades bulk energy), thereby creating a
risk of double-sided monopoly. It is better
to separate physical operation of the
transmission system from its commercial
aspects, with the latter left to traders and
distributors.;
• The existing framework, which requires the
primary distribution company to be default
provider, raises the risk of the operator;
for example, the entry of traders or other
distributors may result in the primary
distributor being left with insufﬁcient funds
to ﬁnance operation and expansion.;
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• The Electricity Act allows entities to
disconnect consumers that do not fulﬁll
their ﬁnancial commitments; however, this
is not respected in practice, with serious
ﬁnancial consequences for the distribution
company;
• A revision of energy price and distribution
margins to cost-reﬂective levels may
facilitate entry of private investors in
the medium-term. The agency should
be ready to reﬁne the operational rules
for the generation segment (dispatch,
pricing). The possibility of writing the
details of power supply agreements into
a license may be an example of reducing
opportunistic risk-taking by the dominant
public ﬁrm if private generation of
electricity increases.
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4.3.3

Possible Next Steps

The position taken in this Report is that
the proposed new Bill that provides for the
creation of the Zimbabwe Energy Regulatory
Authority represents an important shift
towards an integrated approach to the
regulation of the entire energy sector. Before
the new legislation is ﬁnalized, a thorough
review of the current regulatory framework
for the electric power sector will need to
be undertaken to ensure consistency and
compatibility with the regulation of other
industries in the energy sector. As with the
regulatory environment for other infrastructure
services reviewed in this Chapter, the essential
element of an effective regulatory framework
for energy infrastructure and services is to
place the responsibility for regulation in
an agency with the required independence,
autonomy, expertise, and accountability.
The agency must protect the interests of
both users and investors, and must do so in
a fair and transparent manner. The standard
recommendations for the creation of such an
agency are straightforward and revolve around
the following three broad principles: (i) the
regulator’s sectoral breadth of authority; (ii)
the desirable qualities of a regulator; and (iii)
the division of labor between the regulator
and the government.
The revised version of the Bill that deals
with electric power will therefore need to give
attention the following types of concerns that
were identiﬁed in the preceding Section:
• Creation of an authorization framework that
provides opportunities for new companies
and investors to establish power supply,
transmission and distribution businesses.
Given the importance of the proposed
private investment program for the power
sector, as outlined in Chapter 8, the revised
bill will need to give close attention to
potential legal and other regulatory and
policy impediments that may restrict
private sector participation in the power
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sector, in addition to the requirement for
an Independent Power Producers (IPPs)
policy that clariﬁes the roles of various
participants;
• Regulating competition (including tariffs)
involving the effective enforcement of fair
and equitable competitive market principles,
restraining the power of dominant suppliers
and leveling the playing ﬁeld for new
entrants;
• Interconnection of power generation,
transmission and distribution networks and
facilities;
• Promoting universal access to electricity
services, either as part of a national network,
or through the development of solar power,
micro-hydro plants and other forms of
renewable energy for those communities
isolated from the national network;
• Minimizing the burden and costs of
regulation and contract enforcement.
The next steps should also include decisions
on the organizational structure of the
regulatory agency. The new entity would
likely have separate technical units for the
various industries within the energy sector. It
would also have a number of support units,
including ﬁnance, legal, human resources
and communications. A substantial amount of
work will also be needed on the speciﬁcs of the
agency’s responsibilities, stafﬁng requirements
of each of the units and recruitment, and
funding arrangements. Early decisions on
these arrangements will, in turn, facilitate
the design of IPP arrangements for potential
investors in the power sector, thereby laying
the foundations for the design of contracts
in the power sector and for the reporting
obligations of IPPs.
The proposed Action Plan includes funding
for a detailed assessment of the regulatory
requirements for the power sector within the
context of regulation of the energy sector as a
whole.
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4.4

REGULATION OF
WATER SUPPLY AND
SANITATION SERVICES

As Chapter 7 indicates, access to improved
water resources has declined during the
past decade, together with the capacity for
management of water resources. There has
been deterioration in the quality of water due
to poor sewage treatment and conveyance. The
decline of the sector has been accompanied by
lack of regulatory resources and intermittent
changes in the policy and institutional
environment for the water sector.

4.4.1

Current Arrangements for
Regulation of the Sector

Regulation of water supply and sanitation
services is dispersed among various acts
of Parliament. The Water Act regulates the
management of water resources, while the
regulation of water and sanitation services
is guided by other Acts (including the Mines
and Minerals Act, Urban Councils Act, Rural
District Councils Act, and Environment Act).
The Water Act of 1998. The forerunner to
the Water Act of 1998 was the 1976 Water Act
that primarily protected the water interests of
commercial farmers. The 1998 Act replaced
the earlier Act and included the following
general provisions:
• The nation’s water resources are vested in
the State;
• There will be equal access to water by all
Zimbabweans as a basic right, regardless of
economic and historical status;
• Decision making on the development,
management and use of water resources
shall be undertaken at the local level,
through the creation of catchments and subcatchments councils;
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• The water resources of the nation shall
be developed and utilized in line with the
principles of integrated water resources
management;
• The Water Act vests the Minister of Water
Resources Development and Management
with the development of policies to ensure
the availability of water and its equitable
and efﬁcient allocation, subject to quality
and environmental requirements. The
Minister regulates quality and consumerprotection standards for water supply
provided by any person and ensures
that affordable clear water reaches
underprivileged communities.
The Water Act does not make reference to
issues of regional integration. Of particular
importance for Zimbabwe is the fact that
more than 70 percent of the water resources
are in shared river basins. There is scope
for integrated planning and management of
shared water resources that can be built on the
existing regional water course commissions
(the Zambezi Water Course Commission,
Limpopo Water Course Commission, and
the Mozambique-Zimbabwe Water Course
Commission).
The Act creates a Water Fund to clean up
pollution and alleviate environmental effects
associated with water. The main source of
funds is fees imposed to permits to discharge
or dispose wastewater. It would appear that
a substantial portion of these funds have not
been used for the intended purposes, resulting
in some disgruntlement among those paying
the fees and ﬁnes.
Water Resources Management Strategy
for Zimbabwe of 1998 complemented the
Water Act. It provided a framework for
implementation of the provisions of the Water
Act. The strategy addressed the following set
of issues in water management:
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• Water resources were to be viewed from
a complete hydrological perspective;
groundwater and surface water were to be
treated as part of a uniﬁed hydrological
system;
• There was to be equitable access to water
for all legitimate users in catchments. Water
was no longer privately owned, and water
rights were replaced by water use permits.
Permits would be issued for a limited period
and could only be renewed subject to water
availability and evidence of efﬁcient use;
• Increased emphasis on demand management
to ensure sustainability of the water
resource;
• Development of ﬁnancing mechanisms for
water resources development through the
recognition that the water sector contributes
to public health and economic growth;
• Greater consideration of environmental
aspects of water use, with more control over
pollution and the adoption of the principle
that the “polluter pays.”
• Increased emphasis on integrated land and
water use planning;
• Strategies for dealing with shared transboundary water;
• The decentralized stake-holder Catchment
Councils and Sub-Catchment Councils
would have more say on water allocation
and general water management on a day-today basis.
Zimbabwe National Water Authority. The
Prior to the Water Act of 1998, the Zimbabwe
National Water Authority Act of 1996 had
led to the establishment of the Zimbabwe
National Water Authority (ZINWA), whose
responsibilities were as follows:
• Assume responsibility for operational
aspects of what was then part of the work
of the Department of Water Development.
Responsibilities for water policy and
regulation were to remain with the
Department of Water Development;
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• Develop and manage the national
water resources. In discharging these
responsibilities, ZINWA was to operate
on a commercial basis, except for certain
non-commercial functions for which levies
would be imposed on certain groups of
water consumers.
The provision of both raw and clear water
and sanitation was handed to the Zimbabwe
National Water Authority (ZINWA) in 2006,
but handed back to local authorities (such as
the Harare Water Authority and the Bulawayo
Water Authority) at the beginning of 2009.
ZINWA continues to hold residual obligations
on raw water (to farmers and towns) and
clear water (to end-users in small towns,
rural and growth areas). ZINWA operates
at the national level in the development of
small and large dams, and boreholes that are
sources of raw water for the urban, rural and
mining water supplies, as well as agricultural
irrigation water. It also develops and operates
distribution systems for some urban and rural
water supplies. The treatment and distribution
of water to clear water reservoirs is also the
responsibility of ZINWA.
ZINWA and other operators need a
permit to extract and use water, and dispose
of wastewater. The Minister may also
issue regulations regarding permits (issue,
amendment, or withdrawal) and the fee
charged to permit holders. The permits last for
25 years and may be renewable. These permits
are for own use and sale, in which case the
permit must include such authorization.
The Environmental Management Act
was promulgated in 2002. It provided for
the establishment of the Environmental
Management
Agency
(EMA)
whose
responsibilities included: (i) providing for the
sustainable management of natural resources;
(ii) protecting the environment; (iii) preventing
pollution and environment degradation; (iv)
preparation of a National Environment Plan and
other plans for the management and protection
of the environment; and (v) establishment of
an Environmental Fund.
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4.4.2

Transition to a More Effective
Regulatory Environment

The foregoing series of legal and institutional
reforms have had substantial implications for
the development of the regulatory environment
for the supply and use of the country’s water
resources. Unfortunately, the economic
deterioration of the past decade, compounded
by the substantial lost of skills in the sector
as a result of migration out of the country,
severely hampered the further development
of the regulatory environment for the four
distinct areas of service in the sector: (i)
water resources management; (ii) rural water
supply and sanitation; (iii) urban water supply
and sanitation; and (iv) irrigation. As things
now stand, there is neither a uniﬁed Act for
regulation of water and sanitation nor a formal
Regulatory Agency that is responsible for the
sector. As Chapter 7 indicates, there is overlap
in the roles of the agencies that participate in
the sector and there has been deterioration in
coordination arrangements. The National Water
Policy has remained in draft since 2004. And
institutional arrangements need clariﬁcation
as there are conﬂicting roles between ZINWA
and local authorities related to mandates and
ownership of water supply infrastructure.
The key issue for Zimbabwe at this juncture
is the choice of the set of rules and organizations
that will set, monitor, enforce, and change
allowed tariffs and service standards for water
and sanitation service providers. There have
been proposals to create an independent Water
and Sanitation Regulation Commission, but a
rigorous analysis of the extent of centralization
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or decentralization of arrangements for service
provision is still pending, along with questions
about the extent to which private utilities and
service providers will be encouraged in the
decade ahead.
International experience with regulation
of water and sanitation services. There is an
extensive literature on the various approaches
regulation of water services that have adopted
in developed and developing countries.5 As
Groom et al (2006) have noted, there are a
number of general lessons from international
experience with the regulation of water
and sanitation services. These include the
following:
• Economic regulation should be clearly
deﬁned. While there is overlap with other
functions (for example, consumer dispute
resolution and social policy), the domain of
economic regulation should be kept narrow,
clearly speciﬁed and distinguished from
policy and governance functions;
• Designing effective regulation starts with
an identiﬁcation of the WSS objectives and
a careful consideration of both the extent to
which regulation can facilitate achievement
of these goals and its attendant costs.
• WSS services typically require economic
and technical regulation, but it is not
necessary that all regulatory functions be
undertaken by a stand-alone regulatory
body. Legal rules and instruments can be
used to set key regulatory parameters,
especially in the case of privately owned
water utilities. Assignment of functions will

See for example, Groom, Eric, Jonathan Halpern and David Ehrhardt (2006), Explanatory Notes on Key Topics
in the Regulation of Water and Sanitation Services. World Bank Group, Washington DC, Water Supply and
Sanitation Sector Board Discussion Paper Series, Paper No. 6, June 2006; Stone and Webster (2003), Introduction
to Regulation of Water Supply and Wastewater Utilities. Asian Development Bank: Capacity Building for the
MWSS Regulatory Ofﬁce TA 3703-PHI; Castalia (2004), Final Report on Key Contract Provisions for Long-Term
PPP in the Water and Sanitation Sector. Vol. 1, main report, Report to the World Bank and Operator Roundtable.
Castalia Strategic Advisors; Collignon, Bernard and Marc Vézina (2000), “Independent Water and Sanitation
Providers in African Cities: Full Report of a Ten-Case Study.” Water and Sanitation Program, Washington DC,
2000; Trémolet, Sophie and Catherine Hunt (2006), Taking Account of the Poor in Water Sector Regulation.
World Bank, Washington DC, Water Supply and Sanitation Working Notes, Note No. 11, August 2006.
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typically take account of a country’s social,
political, and legal traditions; the capability
of existing agencies; and potential impacts
on sector reform programs. In the case of
the WSS sector, there is no single “best
practice” model for the allocation of
functions to agencies or instruments.
• Where in-country capacity is scarce,
there may be opportunities to use existing
organizations, international panels of
experts, or regional bodies.
• Where legal and governance traditions
are supportive, as is the case in
Zimbabwe, contracts can be an effective

As Table 4.3 indicates, there is a range of models
in use for the regulation of water supply and
sanitation services. The institutional models for
regulation tend to vary depending on the market
structure for service provision (municipal,
regional, or national), and the ownership of the
service provider). As a practical matter, in most
countries water services are provided at the
local level either by the municipality itself or
a corporatized (but publicly owned) municipal
utility. In some cases, municipalities have
delegated the management of these services to
a private operator, using a variety of private
sector contracts. And in some countries, water
services are provided by regional or even
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regulatory mechanism. However, if these
are to be combined with the creation of
regulatory agencies, care must be taken
to avoid inconsistencies.
• International experience suggests that
economic regulation can function well for
extended periods without a “regulator.” In
such cases, the regulatory mechanism may
be a contract with a privately owned service
provider, a process for decision making by
a department or minister, or a performance
contract/license with a publicly owned
service provider.

national utilities, which provide services to
a number of municipalities and can be either
publicly or privately owned.

4.4.3

Policy Issues Related
to the Design of a
Regulatory Framework

As the discussion Chapter 7 indicates, a
number of key decisions about the overall
objectives for the supply of water and
sanitation services, including the manner
in which the services will be provided, are
required before deﬁnitive positions can be
taken on the most appropriate arrangements
for regulation of these services.
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The range of issues includes the following:
• The extent to which services will be
provided by privately operated utilities. For
these types of services, there are two distinct
traditions with respect to regulation: one
that relies on courts or arbitrators to fulﬁll
the regulatory functions when the parties
cannot agree; and the other that relies
upon government-established regulatory
agencies. The approach taken to regulation
of such private services will depend on
whether the government retains ownership
of the assets with service provision
provided by private suppliers under contract
arrangements; or whether the assets of the
utility are owned by the investors;
• The manner in which tariffs will be set
and periodically adjusted. Most successful
WSS programs have used a cost buildingblock approach that sets average prices
or revenues on the basis of forecasts of
reasonable costs by broad categories
(operational expenditures, depreciation
or renewal expenditures, and return on
assets). Because it is forward looking, it
provides incentives for a utility to improve
its efﬁciency, and because it is reset on the
basis of utility-speciﬁc costs, it provides
some assurance that the utility will be able
to recover reasonable costs (including the
cost of capital);
• The approach to be taken in the event that
the bulk of the WSS services continue to be
provided by national government or local
government utilities. As the experience of
Zimbabwe indicates, government provision
of WSS services is no panacea for acceptable
levels of service. In some countries,
governments have established independent
regulators for their water utilities. These
arrangements can increase transparency,
reinforce incentives for utilities to operate
within a framework of good governance,
and create more political space for tariff
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increases. But reviews of international
experience indicate that the approach is not
without difﬁculties. Much depends on: (i)
the overarching sectoral objectives; (ii) the
extent of separation between governance,
policy and regulatory functions; and (iii)
institutional and capacity constraints within
the country.
• The role of regulation in improving
wastewater services in the decade ahead.
International experience points to the fact
that wastewater services often lag well
behind access to water services. There
are strong public health beneﬁts from
providing wastewater services, but their
provision by a centralized network can
be prohibitively expensive. Improving
wastewater services may be a matter of
improving or extending existing smallscale systems: for example, septic tanks,
latrines, and small-scale local systems. In
these cases, economic regulation may not
be critical, but centralized environmental
regulation may be necessary to ensure that
health objectives are achieved. Recovery
of the full costs of sanitation services may
not be possible, or desirable (because of
the community health beneﬁts). There
may therefore be a role for government
subsidies in the provision of wastewater
services.

4.4.4

Possible Next Steps

The position taken in this Report is that in the
decade ahead the emphasis would be on the
decentralized provision of water and sanitation
services, either by municipalities themselves
or under contract arrangements with private
providers. More work is required on the
details of an appropriate regulatory framework
that would support this model for service
provision. The proposed Action Plan therefore
includes funding for a detailed assessment of
these options.

Support for Institutional Reform and Regulation

4.5

REGULATION OF
COMMUNICATIONS
SERVICES

• To maintain and promote effective
competition between persons engaged in the
provision of postal and telecommunications
services;

4.5.1

The Setting

• To monitor tariffs charged by cellular
telecommunications and postal and
telecommunications licenses with a view to
eliminating unfair business practices among
such licenses.

The legislative framework for regulation of
ICT. Four separate pieces of legislation have a
bearing on the regulatory environment for the
Information and Communications Technology
industry in Zimbabwe. These are the Postal
and Telecommunications Act of 2000, the
Broadcasting Services Act of 2001, the Access
to Information and Protection of Privacy Act of
2002, and the Interception of Communications
Act of 2007. At the present time, regulation
of the ICT sector is divided between the
Broadcasting Authority of Zimbabwe
(BAZ), the Postal and Telecommunications
Authority (POTRAZ) and the Media and
Information Commission (MIC). POTRAZ is
accountable to the Minister of Transport and
Communications, while BAZ and the MIC
report to the Minister of Media, Information,
and Publicity.
The Postal and Telecommunications
Authority (POTRAZ) was established under the
Postal and Telecommunications Act of 2000.
The responsibilities of POTRAZ are as follows:
• To exercise the licensing and regulatory
functions of postal and telecommunications
service in Zimbabwe;
• To exercise the licensing and regulatory
functions of the allocation and use of satellite
orbits and the radio frequency spectrum in
Zimbabwe, including the establishment of
standards and codes relating to the same;
• To secure that reasonable demands for
postal and telecommunications services are
satisﬁed;
• To promote the interests of consumers,
purchasers, and other users, in respect
of the quality and variety of postal
telecommunications services provided and
telecommunications apparatus supplied;
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The Broadcasting Services Act outlines the
functions of the BAZ:
• Preparation of frequency allotment and
license area plans;
• Ensuring economic and efﬁcient use of the
broadcasting frequency spectrum;
• Issuance of broadcasting and signal carrier
licenses.;
• Monitoring of the conduct, quality, and
program standards of broadcasters;
• Licensing, promotion and monitoring
of marginalized community-based radio
including promotion of local languages and
local content;
• Creation of a Broadcasting Fund to help
ﬁnance local broadcasting and related
initiatives and to provide for matters
incidental to or connected with the
foregoing.
The Access to Information and Protection of
Privacy Act provides members of the public
with the right to records and information
held by public bodies. It makes public bodies
accountable by: (i) giving the public the
right to request correction of misrepresented
personal information; (ii) preventing the
unauthorized collection, use, or disclosure
of personal information by public bodies;
and (iii) protecting personal privacy. It also
provides for the regulation of the mass media
and establishes a MIC whose purpose includes
the following:
• Foster freedom of expression in Zimbabwe;
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• Make information readily available to
anybody requiring it;
• Foster a Zimbabwean national identity and
integrity;
• Enforce and monitor the enforcement of
provisions of the Act;
• Develop mass media and uphold
professional and ethical codes of conduct;
• Ensure unbiased and balanced reporting by
the mass media in Zimbabwe.
The MIC is under the control of the Minister
of Media, Information, and Publicity, with
the Minister responsible for appointing all
MIC Board members and setting their terms
of ofﬁce — arrangements that leave the MIC
open to political interference. In fact, media
registration and accreditation of journalists
have been contentious issues for MIC in
the past, with representatives of the media
accusing the government of actions aimed at
controlling both local and international media.
The Interception of Communications
Act provides for the lawful interception and
monitoring of certain communications in
the course of their transmission through a
telecommunication, postal, or any other related
service or system in Zimbabwe. It also provides
for establishment of a Communications
Monitoring Center. Enforcement of this Act
now rests with the Ministry of Information
and Communications Technology. There
has been criticism of the Act by the media
watchdog body Media Institute of Southern
Africa to the effect that Act does not contain
basic safeguards against the invasion and
unwarranted intrusion into privacy as found in
countries with similar Acts.6

4.5.2

Emerging Issues for
ICT Regulation

Issues and concerns about the regulatory
environment for ICT services have emerged
6
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in recent years and have become more
pressing since the creation of the Ministry
for Information and Communications
Technology. First, the Ministry does not have
formal oversight of the two regulatory bodies
– POTRAZ and BAZ. The Media Institute
of Southern Africa (MISA) represented in
Zimbabwe describes the existing legal and
regulatory framework as “one of the few in the
region with virtual government monopolies
in broadcasting and ﬁxed telephone service
provision.” A new ICT Bill has been drafted,
but it does not spell out how the various ICT
Acts would relate to each other or indicate
which ones would be repealed. Second, there
are no laws that govern cyber transactions in
digital signatures, contracts made over the
internet, and a framework covering issues
of convergence of telecommunications,
broadcasting, and computing. The Minister for
Information and Communications Technology
has committed to enact laws that control and
manage online transactions.
Third, both POTRAZ and BAZ regulate
ICT activities. There is overlap and duplication
of functions between these agencies and the
fragmented nature of these arrangements
impedes
efﬁcient
development
and
harmonization of efforts. Both POTRAZ and
BAZ manage radio frequencies and regulate
electronic transmission of information and data.
They each require resources from Government
to perform most of their functions, including
human resources with similar qualiﬁcations.
The duplication of functions between POTRAZ
and BAZ also spills over into relationships
with international and regional bodies, such as
the International Telecommunications Union
(ITU), the Common Market for Eastern and
Southern Africa (COMESA), and the Southern
Africa Development Community (SADC).
International trends recommend one national
body to coordinate ICT related issues at
national level, a situation that is in line with

See MISA (2007).
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convergence of technologies. Wastage of both
ﬁnancial and human resources stems from
the current overlap in responsibilities and
duplication of effort results. The ICT Ministry
and other stakeholders advocate the merger or
convergence of BAZ into POTRAZ for better
coordination of activities in the ICT industry.
Fourth, as discussed in Chapter 12,
though there is some degree of infrastructure
competition in the telecommunications sector,
the creation of more effective competition is
needed among backbone network operators.
Lack of competition is constraining investment
in high-capacity networks and preventing the
market from achieving economies of scale.
It also has a knock-on effect in the providers
(ISP) and the data services market as a whole.
Fifth, the existing framework does not
address adequately the emerging regulatory
issues that arise from the impeding transition
to a ﬁber optic backbone network for the
country, as proposed in Chapter 3. With the
rapid development of high capacity backbone
networks in the Southern Africa region,
Zimbabwe has the opportunity to improve
substantially its communications services and
lower the cost of these services. At present,
the small expanse of backbone network
already established is used mainly to provide
backbone services for the operator’s own
retail customers, most of whom are mobile
subscribers. Wholesale markets in backbone
capacity do not exist in Zimbabwe at this
time. In many parts of Sub-Saharan Africa,
and in Zimbabwe, the prevailing regulatory
environment does not actively encourage the
development of such backbone networks, and
in many instances, these frameworks actively
constrain efforts to do so. In some cases,
mobile operators are allowed to build their own
backbone networks for provision of services to
their retail customers, but are prevented from

selling backbone services to other operators
on a wholesale basis. This form of regulation
actively constrains the development of a
market in backbone network services. Such
restrictions also limit opportunities for taking
advantage of economies of scale in network
infrastructure and reduce incentives for
private investment in high capacity backbone
networks. As a result, in Zimbabwe and
elsewhere, mobile operators have built their
own networks that operate parallel to each
other and there is very little consolidation of
trafﬁc onto core backbone networks. Sixth,
where ﬁber backbone network development
has taken place in Zimbabwe, it has been
concentrated in urban areas and on interurban
routes, leaving smaller towns and rural areas
dependent on low-capacity wireless backbone
networks.

4.5.3

Guiding Principles for Design
of the Regulatory Agency

In many parts of the world, the substance of ICT
regulation has evolved rapidly in recent decades
in response to advances in communications
technologies. The liberalization of ICT
markets has stimulated cumulative interacting
innovations in products, services, and
technologies with a general convergence or
blurring of distinctions between platforms,
products, and services in an IP or net-centric
world. These developments necessitate some
form of regulatory response either to support
or impede them.7
Responsibilities of the regulator. Often
there are sector-speciﬁc regulators, general
regulators (such as competition authorities),
and special agencies or ministries charged with
speciﬁc tasks (such as spectrum management),
that all share common duties. The UN Task
Force on Financing ICT has noted that the most
important duties of the regulator(s) include:

7. For an extensive discussion about evolving experience with the regulation of communications networks, see
Cohen, Tracy (2007), “Next Generation Networks NGN) Regulation Overview.” Independent Communications
Authority of South Africa (ICASA), February, 2007; the International Telecommunications Union (ITU), and
in particular on the ICT Regulation Toolkit of the ITU; and Williams, Mark D. J. (2010), Broadband for Africa:
Developing Backbone Communications Networks. World Bank, Washington DC, 2010.

Support for Institutional Reform and Regulation

Zimbabwe Report 77

• Implementing the authorization framework
that provides opportunities for new
companies and investors to establish
ICT businesses. Simple authorization
procedures tend to maximize new entry;
• Regulating competition (including tariffs)
involving the effective enforcement of fair
and equitable competitive market principles,
restraining the power of dominant suppliers,
and leveling the playing ﬁeld for new
entrants;
• Interconnecting networks and facilities.
Normally transparent rules are established
for interconnecting all types of traditional
and new communications networks and
associated cost-based payments;
• Implementing universal service/access
mechanisms to ensure the widespread (and
affordable) diffusion of ICT;
• Managing the radio spectrum effectively
to facilitate new entrants and new
technologies; this is particularly relevant to
new broadband wireless opportunities such
as Wi-Fi and Wimax;
• Establishing sufﬁcient safeguards to ensure
that consumers, particularly children, are
protected against bad business practices,
cyber crimes, and violations of data
privacy;

• Minimizing the burden and costs of
regulation and contract enforcement.
All of the above continue to evolve and to
present new challenges in the context of
market and technological developments,
especially the growing availability of
broadband and the increasing prevalence
of convergence. Many countries have
adopted consumer protection regulations
speciﬁcally designed for ICT customers,
which are enforced by the ICT regulator and/
or a designated consumer protection agency.
The Australian Communications and Media
Authority (ACMA) has instituted measures
to protects consumers’ interests in the Internet
Age by investigating complaints about online
content and gambling services, encouraging
the development of codes of practice for ISPs,
and educating the public about internet safety
and privacy risks, particularly for children.
To better adapt to the new converged landscape,
governments have also been developing
coherent national broadband strategies as a vital
component of overall deployment and access to
broadband services. For instance, those OECD
countries leading in broadband penetration rates
have typically established national broadband
policies. These countries include Korea,
Denmark, the Netherlands, Sweden, Finland,
and the United Kingdom.

Box 4.2: The Experience of the European Union
The evolutionary nature of regulation is evident in the European Union (EU). There have been successive “packages”
updating the regulatory framework for communications from 1987 to 1998 and, most recently, to 2002. Increasing
numbers of countries are adopting this framework as they accede to the EU or become candidate members. The
EU regulatory approach is also reaching outside of Europe and inﬂuencing the frameworks that other countries are
adopting. Consultations and recommendations on a new framework with new subjects took place in 2006 with a
continued shift to less sector-speciﬁc and more ex post regulation in the European Union. Signiﬁcantly, these EU
regulatory packages have been forcefully linked to broader policy objectives concerning inclusiveness, innovation,
job creation, growth, energy, and environmental issues in the New Economy or Information Society. The EU is not
alone in this process; most ITU members have also implemented ICT strategies.
Source: International Telecommunications Union: www.ictregulationtoolkit.org.
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The role of the regulator in broadcasting is
similar to some of the functions of the ICT
regulator, such as allocating and managing the
radio spectrum, licensing service providers, and
ensuring universal access. But broadcasting
regulators have additional duties regarding the
social and cultural impact of the sector. They
are also charged with overseeing content and
ensuring diversity, protecting minors, the right
of reply, and so forth. Furthermore, if there
is a Public Service Broadcaster (PSB), the
regulator performs some form of oversight of
it and private channels.
The proliferation of broadband and the
digitalization of content are bringing about
a profound and rapid transformation of the
media/content landscape, which may change
regulatory functions. Russia, for instance, has
issued several Internet Protocol Television
(IPTV) licenses. It is quite common for a radio
“chat show” to take a call from someone living
overseas and listening to the program on the
internet. Both the Russian TV and the chat
show channels are licensed but many service
providers are not. The aggregate audience
for the unlicensed, self-produced content
exceeds that of traditional broadcasters in
some countries. For example, in July 2009
alone, YouTube’s audience exceeded 120
million people in the United States — or
approximately one third of U.S. population.
The explosion in content provision is a huge
challenge to content regulation; it is made
even more difﬁcult because a large proportion
of the content may originate in other
jurisdictions. As “mass markets” retreat, it will
be necessary to reconsider the regulation of
national broadcasting institutions and thereby
the functions of the regulator. Where PSBs,
cable and satellite channels remain in a strong
position, the regulator(s) will have a role to
play in the application of competition policy,
including merger control. This competition

policy issue centers on the relationship between
dominant/non-dominant access providers and
dominant/non-dominant content providers.
In light of the recent global economic crisis,
regulators can also play a key role in increasing
conﬁdence, reducing risk, and encouraging
investment in the ICT sector overall. In
particular, regulators are able to play a role in
investment by: (i) lending ﬁnancial support
through “stimulus packages” and public
private partnerships; and (ii) lowering the
costs of doing business by deferring license
fees and taxes, as well as implementing rules
that enhance efﬁciency.
Measures to ensure an independent
regulatory authority. According to the
Association of African Communications
Lawyers (AACL), in a liberalized environment
the concept of regulatory independence is
paramount for a country that desires to realize
key socioeconomic objectives. The AALC
deﬁne an independent regulator as one that
is: (i) independent from those it regulates;
(ii) protected from political pressure; (iii)
given full ability to regulate the market by
making policy and enforcement decisions;
and (iv) adequately funded from reliable and
predictable sources.
The UN Task Force on Financing ICT
supports the introduction of independent
regulators, linking such independence to
growth in the market. It observed that: “The
introduction and strengthening of independent,
neutral sector regulation has helped to reinforce
investor conﬁdence and market performance,
while enhancing consumer beneﬁts.”8 The
rationale for establishing independent, often
sector-speciﬁc, regulatory institutions is based
on ensuring nondiscriminatory treatment of all
players in the liberalized market. At the outset
of the transformation process the pre-existing
monopoly structure allows for discriminatory
behavior. The emphasis on nondiscrimination

8. ITU, World Summit on Information Society, The Report of the Task Force on Financial Mechanisms for ICT for
Development at http://www.itu.int/wsis/tffm/ﬁnal-report.pdf.
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arose from four sources which, in part, reﬂect
different constituencies in the market. These
four broad imperatives are to ensure that:
• Cooperation is enabled in a competitive
environment to ensure that a level playing
ﬁeld exists between unequal entities in the
marketplace.
• All equipment suppliers are treated equally
where the market is dominated by a single
buyer with strong pre-existing relationships
with suppliers.
• All new entrants and investors in the
telecommunications service sector are
treated equally by the dominant competitor,
who will be a supplier of inputs (e.g.,
interconnection) to the businesses of the
new entrants.
• All customers have a “voice” and their
complaints and interests receive an adequate
response.
Independent regulators are expected to be
subject to government oversight and a system of
checks and balances. Effective regulation that
supports sustainable investment requires
some independence from political inﬂuences,
especially on a day-to-day or decision-bydecision basis. The regulatory body must be
an impartial, transparent, objective, and nonpartisan enforcer of government-determined
policies by means set out in controlling
statutes of the regulator, free of transitory
political inﬂuences. The regulator should also
be independent from the industry that supplies
ICT services.
The regulator should implement the
policy of the government and only make
decisions that are within its legal authority.
However, regulators need insulation from
political intervention, so that the regulatory
process is not politicized, its decisions are not
discredited, and the policy of the government
is implemented. A balance is needed to
ensure that the regulator is both independent
and responsive to the broad policies of the
government. Several formal safeguards have
80
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been employed to achieve such a balance,
including:
• Providing the regulator with a distinct
statutory authority, free of ministerial
control.
• Prescribing well-deﬁned
criteria for appointments.

professional

• Involving both the executive and the
legislative branches of government in the
appointment process.
• Appointing regulators (the Director
General or Board/Commission members)
for a ﬁxed period and prohibiting their
removal (subject to formal review), except
for clearly deﬁned due cause.
• Where a collegiate (Board/Commission)
structure has been chosen, staggering
the terms of members so that they can
be replaced gradually by successive
governments.
• Providing the agency with a reliable and
adequate source of funding. Optimally,
charges for speciﬁc services or levies on
the sector can be used to fund the regulator
to insulate it from political interference
through the budget process.
• Exempting the regulator from civil service
salary limits to attract and retain the best
qualiﬁed staff and to ensure adequate good
governance incentives.
• Prohibiting the executive from overturning
the agency’s decisions, except through
carefully designed channels such as new
legislation or appeals to the courts based on
existing law.
There are currently far more regulatory
authorities independent from ministerial
control around the world than dependent
regulators. According to the ITU, 153 countries
have established regulatory authorities that are
separate from the ministries. There has also
been a steady rise in the number of separate
regulators over the last 20 years; 125 of these
countries with separate regulators have also
Support for Institutional Reform and Regulation

ensured that the regulator is autonomous —
or independent — in the decision-making
processes. In the other 28 countries, the
separate regulator must get approval from the
relevant ministry or other ofﬁcial body prior to
issuing decisions.
Accountability,
transparency,
and
predictability.
The
independence
of
the regulator must be balanced with
accountability. In addition to independence,
an effective regulator should demonstrate
other characteristics, including accountability,
transparency, and predictability. These traits
should be enhanced by a clear division of
responsibilities between the ICT regulator,
ministries, and other regulatory agencies, such
as the competition authority or radio spectrum
management body where relevant.
The regulator’s authority provides it with
signiﬁcant power to redistribute income among
different constituents in the economy.
Therefore, safeguards are required to ensure
that the regulator does not become corrupt or
inefﬁcient. Citizens and regulated ﬁrms must
know who is responsible for a decision and
the reasoning behind the decision. Interested
parties must be able to provide relevant input
to a decision through consultation processes.
They must be able to obtain redress easily and
quickly when the regulator has acted arbitrarily
or incompetently. These types of safeguards
produce a balance between independence and
accountability. Examples of such safeguards
are as follows:
• Publishing the statutes of the regulator that
clearly specify the duties, responsibilities,
rights, and obligations of the regulator, as
well as differentiating between primary and
secondary regulatory goals where there are
multiple goals.
• Ensuring that the decisions of the regulator
are subject to review by the courts or some
other non-political entity although some
“threshold” should be established to deter
frivolous challenges that simply delay the
implementation of decisions.
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• Requiring the regulator to publish annual
reports on its activities and requiring a formal
review of its performance by independent
auditors or oversight committees of the
legislature.
• Establishing rules for the removal of
regulators if they show evidence of
misconduct or incompetence.
• Allowing all interested parties to make
submissions to the regulator on matters
under review.
• Mandating that the regulator publishes its
reasoned decisions.
Transparency in interconnection, authorization
and licensing practices, and universal service
obligations is a speciﬁc requirement of the
World Trade Organization (WTO) and a general
requirement of the EU regulatory package.
Transparency entails the regulator making
available all relevant information in a timely
fashion. Transparency enhances the conﬁdence
of interested parties in the effectiveness and
independence of the regulator and strengthens
the legitimacy of the regulator. Consequently,
all regulatory rules and policies, the principles
for making future regulations and all regulatory
decisions and agreements should be a matter of
public record. ICT regulation is an important
policy issue, and all citizens need information
about the policy to evaluate the performance
of government.
Transparency is an important contributor
to good governance in general. Importantly,
transparency reduces the probability that
interested parties, especially those adversely
affected by a regulatory decision, will
believe that decisions are biased, arbitrary, or
discriminatory. The reasoning behind regulatory
decisions, including the principles and evidence
that guided them, will be apparent when they
are clearly presented in the public record.
Discriminatory or corrupt decisions will become
evident and more difﬁcult to substantiate once
transparent processes are in place.
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A successful market that attracts investors
requires a predictable regulatory process.
Independent regulators are predictable if they
adhere to the rule of law. The most important
features of the rule of law are respect for
precedent and the principles of stare decisis,
particularly in common law jurisdictions.
Respect for precedent means that regulators
do not reverse policy decisions unless there
is evidence that those decisions have led to

signiﬁcant problems or that new circumstances
warrant a change in the rules. The principles
of stare decisis require that cases with the
same underlying facts be decided in the same
way every time. This is of particular relevance
in the resolution of disputes. Adherence to
these principles enhances conﬁdence in and
the credibility of the regulator and reduces
regulatory risk, which reverberates positively
with investors.

Table 4.4: Illustrative Division of Labor Between Regulator and Government
Features

Government

Regulator

Other entities

Legal framework & sectoral policy
Creation of new regulatory authority for ICT
Subsidies for ICT services to rural communities
Planning & implementation of ﬁber backbone
Broad band ﬁber optic links to cities and towns
Inclusion of ICT curricula in education system
Ensure compliance with international standards
Promote inter-operability & system integration
Accelerate ICT support for SMEs
Establish ICT techno-parks & incubation hubs
Ensure security on the cyber network
Source: Estimates by authors.

Division of labor between regulator and
government. As noted earlier, one of the
issues related to regulation of the ICT sector
is the lack of clarity about the division of
responsibilities among existing regulatory
entities and the various government agencies
with responsibility for ICT policy and
services. Table 4.4 set out an illustrative
framework for the division of responsibility
between a regulator and the government. As
with Table 4.1 for the transport sector, there
is a degree of subjectivity in the suggested
framework. Adjustments may be needed to
reﬂect speciﬁc decisions that are made about
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the further development of ICT services in
Zimbabwe.
Convergence and regulators. Platforms
fulﬁlling different functions have traditionally
been regulated differently for many
reasons. For example, telecommunications
has been regulated in a different manner
than broadcasting. In the context of
convergence, where a single platform is
capable of delivering all forms of electronic
communications, should separate regulatory
bodies merge or remain distinct institutions?
Or should there be one regulator for platforms
and another for content?
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Box 4.3: International Experience with Convergent Regulation
At present, there are many multi-utility regulators, including telecommunications, although the number of
“converged” telecommunications regulators has grown over recent years. In Malaysia, the issue of a converged
regulator was addressed at an early date when the Communications and Multimedia Act 1998 established the
Malaysian Communications and Multimedia Commission (MCMC) as the sole regulator of telecommunications,
broadcasting, and computing industries. In 2008, the Korean Government created the Korea Communications
Commission (KCC) by consolidating the separate telecommunications regulator and broadcasting regulator, which
were the Ministry of Information and Communications (MIC) and Korean Broadcasting Commission (KBC),
respectively.
The KCC merged telecommunications, spectrum allocation and broadcasting, including content, under a single
regulatory authority in order to adapt to the rise of converged technologies, particularly Internet Protocol Television
(IPTV). The introduction of IPTV in Korea had been delayed for several years owing to disputes between the MIC
and KBC over jurisdiction.
Within a few months of the KCC’s creation, however, the converged regulator ﬁnalized the rules enabling operators
to provide IPTV. By the end of 2009, Korea had over one million IPTV subscribers. Establishing converged
regulators in the EU has been more challenging. Although EU Member States are implementing a “future-proof”
single regulatory framework for electronic communications, only four out of 27 Member States (as of 31 December
2009) have what could be regarded as “converged” regulatory bodies. These are Finland, Italy, Slovenia, and the
United Kingdom. It is not just the EU that lacks converged regulators since most OECD Members have not yet
implemented laws to consolidate regulators. Only seven of the 30 OECD Members have single bodies dealing
with all four regulatory forms of telecommunications, broadcasting carriage, broadcasting spectrum allocation,
and content. These countries are Australia, Finland, Iceland, Japan, Korea, the United Kingdom, and the United
States. For each of the EU Member States listed above, at least one of the four regulatory functions lies outside the
“converged” regulator.
Source: International Telecommunications Union: www.ictregulationtoolkit.org.

Converged regulators — with responsibilities
for media and content as well as ICT services
— face a daunting challenge by taking on
extensive, and often complicated, workloads.
However, in a converged environment,
traditional telecommunications regulators
may struggle to resolve certain issues, such
as consolidation between media content and
telecommunications service providers. Further,
the absence of a converged regulator allows for
the possibility of unequal regulatory treatment
of different platforms delivering overlapping
content or unequal regulatory treatment of
different content delivered over any platform.
Here there is the issue of technology-neutral
regulation, meaning that the regulatory
treatment of a particular service, regarding
authorization, spectrum, interconnection,
universal service, and numbering, is the same
irrespective of the technology used to deliver
it. Convergence poses challenges to both
the structure of regulatory bodies and the
instruments they use.
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4.5.4

Creation of a Single
Regulatory Authority

The position taken in this Report is that
serious consideration should be given
to liberalization of the communications
industry, along with restructuring and
privatization of parastatals that currently
provide ICT services in the domestic market.
Once the decision to liberalize the market
has been taken, the next step is to provide
an appropriate regulatory framework and
institution(s) to implement the decision.
This Report proposes the creation of a single
regulatory authority for the communications
sector in Zimbabwe. The convergence of
POTRAZ and BAZ is proposed to ensure
better coordination of the ICT industry
in a rapidly changing ICT environment.
International trends point to the beneﬁts of
one national body to coordinate ICT related
issues at national level, a situation that is in
line with convergence of technologies.
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The policy should recognize the importance
of conceiving a legislative framework that deals
with aspects of individual privacy, security,
cyber crimes, ethical and moral conduct,
encryption, digital signatures, intellectual
property rights, and fair trade practices. These
issues used to be addressed and administered
under several acts of parliament, but now there
is a need for one regulator. There appear to be
differences within government on how these
issues should be addressed in the ICT Bill.
Since legal and regulatory frameworks
dictate how people access and use ICTs, they
create an environment in which people intersect
with ICTs. Where that environment is limiting,
the full potential of ICT is not realized and
this problem manifests itself in various ways
through an inefﬁcient telecommunications
sector, poor services offered to consumers, and
stiﬂed growth of the ICT sector, among others.
The use of ICTs may actually promote existing
imbalances in society if the frameworks are not
responsive to such imbalances. Certain sectors
of society, namely the poor, aged, women, and
those living in disadvantaged communities or
rural areas (no infrastructure to access ICTs)
remain untouched by ICT.
One of the key constraints on the
development of the market in backbone
network services in Zimbabwe has been
difﬁculty in enforcing contracts and service
level agreements owing to lack of an instrument
which could be used for the courts to enforce
legal actions. To enable legal measures in the
market, the regulatory authority to be formed
could improve the situation through several
measures, such as:
• Establishing
clear
regulations
interconnection at the backbone level.
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• Amending licenses to increase the
enforceability of such rules, if necessary.
• Setting out effective quality controls and
clear dispute resolutions procedures.
• Collecting accurate quality of service
information to facilitate market functionality
and dispute resolution.
A competitive regulatory environment needs to
be combined with targeted pro-poor policies,
clear and enforced legal frameworks, and
licenses for operator and service providers,
including obligations to contribute to services
in disadvantaged areas.
Possible next steps. There is no simple
sequencing for the drafting and adoption
of the proposed regulatory framework
since several issues must be addressed
simultaneously. Interconnection, universal
access and service, regulatory processes,
means of dispute resolution, market deﬁnition
methodologies,
licensing/authorization
procedures, and tariff-setting principles all
need to be resolved in a fairly compressed
period. Furthermore, most of these issues
interact with, relate to, or rely on the other
components of the body of regulations. The
body can then be amended in light of market
and technological developments. A start may
be made with issues related to the regulatory
agency, the characteristics that enhance its
legitimacy, and the functions performed
by the regulator and others, as well as the
supporting legal environment. The next
step would be to address regulatory issues
related to authorization and competition,
interconnection, universal access, the radio
spectrum, and ﬁnally, the impact of new
technologies. 
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CHAPTER 5:

Expanding Private Sector Roles in Infrastructure
5.1

A TRANSITION TO
PUBLIC-PRIVATE
PARTNESHIPS

5.1.1

Mobilization of Private
Investment Faces
Major Challenges

Full implementation of the proposed Action
Plan for Infrastructure will require substantial
investment by the private sector in new
infrastructure capacity, especially in power
generation, telecommunications, and railway
and aviation services. As Chapter 3 indicates,
a total of about $4.6billion (at 2009 constant
prices) of private investment is required for full
implementation of the proposed program. The
mobilization of this amount of private funding
presents a major challenge for the country. A
number of key issues need to be addressed at
the outset if there is to be a successful outcome.
First, the operating environment for private
investment in infrastructure services must be
improved. Private investors will not join PPP
arrangements unless the perception about the
investment climate is positive. At present,
Zimbabwe ranks very low on most international
business environment indices. According to the
recent African Competitiveness Report 2009,
for example, Zimbabwe ranks 112th out of 118
countries included in the survey. Improvement
of the investment climate will require actions on
several fronts. The Government will need to ensure
that policies are formulated and implemented in
a consistent and predictable manner in order to
improve investor perceptions about Zimbabwe,
especially with respect to safeguarding property
rights. One area of concern relates to the
Indigenization and Economic Empowerment
Regulations that became effective on March 1,
2010. According to the law, which was passed
by Parliament in September 2007, all ﬁrms in the
country with a value in excess of $500.000 are
required to have more than 50 percent of their
1

equity held by indigenous persons within ﬁve
years (that is, by March 1, 2015). The Regulations
met with some apprehension among local and
international investors. Until the Regulations
are clear, foreign investors may be reluctant to
commit large investment to Zimbabwe. In view
of earlier experience in Zimbabwe with land
policies, there were concerns in the private sector
that part of foreign-owned businesses could be
seized without compensation. The Regulations
were subsequently amended with a proposal
for sector-speciﬁc committees tasked with
recommending thresholds for foreign-owned
ﬁrms.1 In November 2010 the IG announced that
these committees had completed their analysis.
The IG intends to publish guidelines on the
parameters of local ownership for various types
of companies.
Another concern relates to Bilateral
Investment Promotion and Protection
Agreements (BIPPAs) that have been signed by
the Zimbabwe Government. The Agreements
commit Zimbabwe to the protection of
investments under international law. They
contain clearly deﬁned and enforceable
property rights and disciplinary measures for
breach of investment. In May of 2010, for
example, a BIPPA between the governments
of Zimbabwe and South Africa was ratiﬁed.
It seeks to create favorable conditions for
investments for South African investment in
Zimbabwe. Anecdotal evidence suggests that
South African investors remain skeptical, citing
Zimbabwe’s past poor record of adhering to
international agreements. In rebuilding these
relationships, the IG will need to demonstrate
a commitment to upholding the rule of law and
respecting property rights. These commitments
will need to be communicated assiduously to
the international investment community.
A number of other issues will need to be
addressed as part of the program of rebuilding
investor conﬁdence in Zimbabwe. These
include the following:

The regulations have also been ‘softened’ by replacing the word “cede” with “dispose” to remove concerns about
asset seizure.
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• The current dominant role of state
enterprises in the provision of infrastructure
services is an obstacle to an enlarged private
sector presence in these areas, especially
where services are heavily subsidized
by the state. The policy framework and
institutional arrangements that support the
current dominant role of state enterprises
in infrastructure service provision need
to be reviewed and revised. Key elements
of a program to reform this framework
include pricing policies and cost recovery,
competition policy, and the commercial
orientation of the parastatals concerned;
• The current regulatory environment needs
to be revised, along the lines discussed in
Chapter 4. In the above-mentioned African
Competiveness Report, the regulatory
environment in Zimbabwe is considered
to be the poorest within the entire 118
countries whose data were used to construct
the enabling trade index. Appropriate
regulatory frameworks need to be in place
for all of the basic infrastructure sectors. In
all cases, there is need for clear separation of
regulatory functions from those of service
provision. And there is need to ensure that
public and private service providers are
subject to the same regulatory standards;
• The framework for participation by private
investors needs to be strengthened. Direct
participation by private investors will
require an adequate legal and regulatory
framework for the various forms of publicprivate partnerships (PPPs), such as
management contracts, concessions, BOT,
BOOT, IPP, and other vehicles.
• All nine of the parastatals currently
engaged in provision of basic infrastructure
services will need to undergo some form
of restructuring. Continuation with the
current structures will leave large areas of
uncertainty for potential private investors
that, in turn, will undermine their willingness
to consider entry into appropriate PPPtype arrangements with state enterprises.
The restructuring will involve increased
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emphasis on commercialization and
competition, and in a number of cases,
privatization. In all nine cases, restructuring
will also involve some combination of
technical and ﬁnancial change, although the
details vary among the various enterprises.
Early action on this agenda is a prerequisite
for the creation of the kind of operating
environment that will be required for successful
mobilization of the proposed $4.6 billion of
private investment in infrastructure services in
the decade ahead.

5.1.2

Dominance of State Enterprises
in Service Provision

A total of nine state enterprises have a direct
role in the provision of services in the basic
infrastructure sectors reviewed in this Report.
These are the Zimbabwe National Water
Authority ZINWA in the case of water; ZESA
Holdings, the Zimbabwe Power Company
(ZPC) and Zimbabwe Electricity Transmission
and Distribution Company (ZETDC) in the
case of electricity; the National Railways of
Zimbabwe (NRZ), Civil Aviation Authority of
Zimbabwe (CAAZ) and Air Zimbabwe in the
provision of railway and civil aviation services;
and Tel*One and Net*One in communications.
With the exception of communications,
where there is substantial private sector service
provision, and air travel where Air Zimbabwe
competes with other regional and international
carriers, the remaining state operated
infrastructure services face little or no private
competition. ZINWA has a monopoly in the
provision of raw water and clear water for small
towns and rural areas. Other public entities
have a monopoly in providing clear water and
sewerage services for urban centers, including
for example, the Harare and Bulawayo Water
Authorities. In the case of electricity, ZPC and
ZETDC have a monopoly in the generation,
import and distribution of electric power as
there are only very small private generation
capacities in the private sector that are designed
to meet private demand. Except for some 385
km of rail service operated by the BeitbridgeExpanding Private Sector Roles in Infrastructure

Bulawayo concession under a 30-year BOT
arrangement, the NRZ has a monopoly on the
provision of rail services in the country. CAAZ
is responsible for the eleven major international
and domestic airports that account for the
bulk of the trafﬁc in the country. Tel*One has
a state monopoly on the provision of ﬁxed
line communications services and Cell*One
accounts for about 14 percent of the mobile
phone market in Zimbabwe.

5.1.3

Poor Performance by Public
Sector Service Providers

The performance of a number of these
public enterprises deteriorated over the past
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decade and by 2007-08 several were failing
to deliver services, while at the same time
most constituted a major burden on the public
accounts of the country. Figure5.1 provides a
summary of the ﬁnancial performance of these
enterprises in 2009. For the group as a whole,
operating expenses exceeded income, resulting
in a net operating loss of $41 million in 2009.
Tel*One had a large operating surplus, with
ZINWA, ZPC and Net*One also recording
small surpluses. The other ﬁve parastatals
had a combine operating loss of $240 million.
Earnings of the nine parastatalsbefore
interest, taxes, depreciation, and amortization
(EBITDA) were about $58million for the
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year as a whole. However, net income was a
negative $101million, with loses recorded by
all companies except Tel*One and Net*One.
These nine enterprises have infrastructure assets
whose value at historical cost is in the range of $4.3
billion (Table 5.1). Under normal circumstances,
spending on routine and deferred maintenance
of these assets would require outlays in the
range of $150-200 million a year. For much of
the past decade, these enterprises operated with
large negative cash ﬂows and limited access to
the imports of spares and equipment needed for
maintenance and rehabilitation of these assets.
The lack of maintenance for a decade or more
resulted in a steady deterioration is the ability
of many of these enterprises to provide basic
services. The inability to generate cash ﬂow was

compounded by government policy of setting
prices for many basic services well below the cost
of service provision, but not compensating the
enterprises for these public service obligations.
This was particularly the case for electric power,
and passenger services provided by the railways.
The end result was a large build-up in accounts
payable to private suppliers, other public
enterprise service providers including those
involved with infrastructure service provision,
and substantial tax arrears with the National
Government. As Table 5.1 indicates, by end 2009
these nine parastatals had current liabilities of
$1.84 billion, including $1.24 billion of accounts
payable. Analysis of these accounts payable
undertaken by the World Bank (2010) suggests
that most arrears are held by private parties.2

At end 2009, accounts receivable of these nine
enterprises stood at $800 million. The average
collection period for these receivables stood
at 180 days, the lowest being 70 days and the
highest being 360 days.
There is scope for netting out some of the
network of obligations within the public
sector; for example, at end 2009 these nine
parastatals had deferred tax obligations to
the National Government of some $446

million. At the same time, various national
and subnational public entities have accounts
payable to the power utilities, and the power
utilities themselves have substantial accounts
payable and receivable with each other. The
long-term debt obligations of the group also
mounted as failure to make service payments
resulted in a steady build-up in arrears. In
the case of CAAZ, for example, the original
amount of long-term loans contracted with

2

World Bank (2010),“Financial and Regulatory Challenges in Infrastructure Parastatals and Sectors.” Zimbabwe
Public Expenditure Notes, World Bank and Analytical Multi-Donor Trust Fund, Zimbabwe, Report No. 2.
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foreign suppliers was $110 million, but, with
no service payments on the debt, the arrears
due to creditors now add another $90 million
to the outstanding obligations.

5.1.4

Strategy for Accelerating
the Transition to PPPs

Full implementation of the proposed
Infrastructure Action Plan in the decade ahead
will require mobilization of about $4.6billion
of new investment by the private sector, most
of which will require PPP arrangements of
one kind or another. To lay the foundations
for successful mobilization of these funds,
the Government will need to take action on
three inter-related fronts: (i) subject all nine
of the parastatals involved in infrastructure
service provision to technical and ﬁnancial
restructuring, the details of which vary
among these enterprises; (ii) strengthen the
role of regulatory authorities in each of the
infrastructure sectors, with emphasis on
increased independence of these bodies; and
(iii) create an appropriate legal framework for
the types of public-private partnerships that
will be required for this program.
Restructuring of state enterprises. The
restructuring of state enterprises has been
identiﬁed in the Government’s MTP as one of
the priorities for the medium-term. The need
for reform of the public enterprise sector is
an issue of long standing with a track record
in terms of progress that has left much to be
desired. It was identiﬁed as an important policy
issue at the launch of the Economic Structural
Adjustment Program (ESAP) in 1991.
Zimbabwe’s institutions and procedures for
restructuring/privatization and infrastructure
development were developed in an ad
hocmanner, are cumbersome, and in terms of
public transparency requirements leave much
to be desired. Many of the existing policies
and legal frameworks were developed during

3
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the period of state intervention, and hence do
not reﬂect the current context in which publicprivate partnerships are to be given a role.
It is extremely unlikely that large amounts
of private investment can be mobilized
for public-private partnerships as long as
the current unsatisfactory ﬁnancial and
commercial status of many of the nine
parastatals persists. The position taken in
this Report is that substantial ﬁnancial and
technical restructuring of these parastatals
must be undertaken prior to concerted efforts
to mobilize the private investment required
in the decade ahead. In recognition of this
reality, the Inter-Ministerial Committee on
Public-Private Partnerships (IMCCPP) earlier
this year outlined the Government’s proposed
approach to the restructuring of the public
enterprise sector. The Committee proposed
classiﬁcation of parastatals into the following
three categories:3
• Category I in which enterprises will remain
as publically owned entities, but will be
exposed to commercialization by charging
fees or prices that will cover their costs of
operation;
• Category II in which enterprises are
candidates for privatization with the
expectation that there would be an
improvement in the ﬁnancial and operational
performance of these ﬁrms. Firms in
this category include ZPC, Tel*One and
Net*One, for example;
• Category III in which ﬁrms are deemed to
be of strategic importance, but would be
candidates for restructuring. This category
includes such enterprises as ZESA, ZINWA
and NOCZIM.
In those cases where state enterprises are to
be privatized, the design of the programs will
need to take account of the earlier-mentioned
indigenization law. The working assumption

Those parastatals that are listed on the Zimbabwe stock exchange are not included in the proposed program for
restructuring.
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in this Report is that the bulk of the $4.6
billion of private investment required for
new capacity in infrastructure services in the
decade ahead will have to be mobilized within
the international investment community.
Some general principles will therefore need
to be established to guide the design of the
privatization arrangements in ways that allow
compliance with the indigenization law. As
the subsequent discussion indicates, it is very
likely that there will be a variety of models
adopted for these privatization programs that
will range from continued public ownership of
infrastructure assets, with private involvement
under management contracts, concessions, or
variations on these commonly used techniques.

In other cases, there may be outright sale of
the equity of the state enterprise concerned.
In some instances, the government may retain
a portion of the voting stock of the company
and in others it may dispose of its entire equity
interest. A variety of techniques can be used
to ensure compliance with the requirements
of the indigenization law. These will center
on the proportions of voting and non-voting
stock to be issued by the privatized company
and the extent to which government equity in
the existing state enterprise can be converted
into voting or non-voting stock at the time of
privatization and then transferred at a nominal
purchase price to mutual funds or other entities
on behalf of indigenous Zimbabweans.

Strengthening the regulatory framework. As
Chapter 4 makes clear, there is a compelling case
for strengthening the regulatory environment
for infrastructure service provision in an
environment in which there is need for
movement away from service provision by state
monopolies to public-private partnerships. The
Report therefore calls for clear separation of
regulatory functions from service provision
and the location of these regulatory functions
in independent regulatory authorities. The
Report proposes creation of separate regulatory
authorities for the transport, energy, water and
communications sectors, the energy sector, the
water sector, and the communications sector.

Under this proposal, the current regulatory
functions of CAAZ would be transferred to the
proposed new transport regulatory authority,
the regulatory authority for electric power
would be incorporated into the proposed new
energy regulatory authority, and the separate
regulatory authorities in communications
would be merged into a single agency. The
separation of regulatory responsibilities in
these sectors will facilitate efforts to mobilize
the required private investment for the
decade ahead.
Strengthening the framework for publicprivate partnerships.Full implementation of
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the proposed Action Plan for Infrastructure
will require substantial amounts of private
investment in power generation, railway services,
airport operations, and communications. Section
5.3 below outlines the proposed approach for
strengthening the PPP framework.

5.2

RESTRUCTURING STATE
ENTERPRISE PARTNERS

The proposed program for the nine
parastatals involved in service provision in
the infrastructure sector would all undergo
substantial ﬁnancial and technical restructuring,
the speciﬁcs of which will vary among these
enterprises. The design and implementation of
the state enterprise restructuring program can
draw on the extensive international experience
with privatization of state entities over the past
two decades. The challenge is to put the lessons
from experiences elsewhere into practice,
reforming the sector through both divestiture
and non-divestiture methods, in light of the
tension between purely economic and wider
social goals. The review of this experience
undertaken by the UNDP (2009) suggested
that the results of past privatization programs
around the world were often sub-optimal,
especially with respect to infrastructure.
Where competitive markets operated, the
outcomes were generally superior to those
achieved during the pre-reform period. One
important lesson from these experiences is
that restructuring should not be pursued in a
doctrinaire manner, but rather on a case-bycase basis.

5.2.1

Zimbabwe National
Water Authority

At end 2009, ZINWA had assets of about $37
million, three-quarters of which were accounts
receivable, and liabilities of about $26 million,
two-thirds of which were accounts payable. In
2009, revenues were about $48 million, with
a quite respectable operating proﬁt margin of
22percent. However, net income was a negative
$600,000, largely because of a charge against
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income for some $11 million of doubtful
payments of accounts receivable. As Chapter
4 indicates, the proposal is to strengthen the
regulatory capacities within the water sector by
creating an independent regulatory authority.
This would allow for the transfer of the current
limited range of regulatory responsibilities held
by ZINWA, thereby allowing the parastatal
to focus on service provision of raw water
and perhaps clear water as well for some
communities. With increased emphasis on
restoring the commercial and ﬁnancial capacities
of the parastatals, the ﬁnancial restructuring of
ZINWA would be primarily concerned with a
reduction in accounts receivable to 30 days or
thereabouts. If all outstanding accounts were
settled, accounts receivable would decline to
about $4 million and the resulting increased
revenues would allow for a substantial reduction
in accounts payable. The result would be a
company with assets in the range of $15 million
and liabilities of about $10 million.

5.2.2

Zimbabwe Power Company

The proposed strategy for restructuring
the ZPC is to lay the foundations for an
outright sale of the company to a strategic
international investor that has a record of
investment in IPP arrangements. The main
challenge at this stage is for ZPC to undergo
a program of ﬁnancial restructuring that will
strengthen the attractiveness of the company
to potential investors. At end 2009, ZPC had
$1.023 billion of assets and $474 million
of liabilities. The cost basis of ﬁxed assets
(mainly the Hwange and Kariba power
plants) is reported at $987 million. In 2009,
revenues were about $210 million, mainly in
sales to ZETCO, but net operating income
was only $2.2 million and net income was
a negative $11.5 million. Investment returns
were therefore very low.
Given the poor state of the generation
plants as a result of a prolonged period of
little or no maintenance, potential investors
would very likely apply a heavy discount to
the value of the plant and equipment. The
Expanding Private Sector Roles in Infrastructure

ongoing efforts to rehabilitate the Hwange
and Kariba plants must therefore have a high
priority not only to meet domestic demand
requirements, but also to enhance the value
of the investment opportunity. In addition,
there will be need for careful reassessment of
the sale price of electricity from ZPC to the
national grid operated by ZETDC. Given the
reported supply of domestic power in 2009

of 7,165 GWh, and power sales revenues of
$188.5 million, the implied revenue collection
for power was 2.6 US cents per kWh. This
is substantially lower than the cost of supply
and the reported average tariff of 6.5 US cents
per kWh for 2009. The ﬁnancial restructuring
would also need to strengthen the balance
sheet of the company. Two key actions are
required on this front:

• First, the large amount of accounts
receivable, mainly from ZETDC, need to
be reduced. The average collection period
of about 120 days needs to be lowered to
30-40 days through prompt payment for
power supplies by ZETCO. A continuing
poor track record of delayed payments by
ZETDC will undermine potential investor
conﬁdence in the effectiveness of IPP
arrangements for sale of power to the grid
on a take-or-pay basis. An improved track
record of payments by ZETDC needs
to be in place before the start of serious
negotiations with potential investors;

program for new power generation in the
decade ahead. Actions on this front would
include a reduction in accounts payable,
mainly to coal and other suppliers, and a
reduction in the current burden of long-term
debt. At 46 percent, the debt ratio of the
company is not unduly high. The problem is
that in the past decade the parent company of
ZPC, ZESA Holdings, has not made service
payments on the foreign and domestic loans
used to fund expansion and rehabilitation of
the power network. As Table 5.4 indicates,
at end 2009 the total amount of long-term
(LT) liabilities was $324million (including
about $200 million of foreign loans). The
loan agreements stipulate that in the event of
default in service payments, the full amount
of the loan becomes due and payable. ZPC
therefore had payments of $176 million

• Second, the burden of liabilities on the
company needs to be reduced to improve
cash ﬂow, thereby ensuring that the company
has a capacity for internal ﬁnancing of a
portion of the proposed $2 billion expansion
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due on LT loans within 12 months as of
December 31, 2009, along with another
$26 million not classiﬁed for payment in
full. The recommendation of this Report
is to transfer the full amount of LT loans
that are in default to the proposed Special
Purpose Vehicle to be set up by the National
Government.
With ﬁnancial restructuring along these lines,
the attractiveness of ZPC as an investment
opportunity will be improved substantially.
The proposed approach would be to attract a
suitable strategic investment partner that has
relevant experience with IPP arrangements
in other parts of the world. Further work
is required on the ﬁnancial structure of the
new company. In deﬁning the ownership
arrangements, three types of contributions are
typically considered in project ﬁnancing for
PPP-related ventures of this kind: (i) paid-in

5.2.3

Zimbabwe Electricity
Transmission and
Distribution Company

The ZETDC came into existence in January
2010 with the merger of the transmission and
distribution companies (ZETCO and ZEDC).
The Report proposes that ZETDC remain as a
publically owned power utility responsible for
the maintenance, rehabilitation, and operation
94
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equity; (ii) subordinated debt that has some
equity beneﬁts; and (iii) contributions in kind.
In the case of ZPC, the strategic investment
partner would be expected to contribute with
paid-in equity, perhaps along with sale of
subordinated debt to other investor interests.
To the extent that government wishes to retain
an equity interest in the company, this can be
accommodated with contributions in kind. As
noted earlier, one issue here will be whether
to transfer, at a nominal price, ownership of a
portion of the existing government equity to
domestic mutual funds or other entities that
have broad-based participation by Zimbabwean
households and SMEs and in this way meet
the requirements of the new indigenization
law. This equity may not necessarily be voting
stock; an important attraction for Zimbabwean
households may be the prospect of strong
earnings from the investment.

of the transmission and distribution grid, and
for the supply of power to customers. At
end 2009, ZETCO and ZEDC had combined
assets of $1.33 billion, including about $520
million in accounts receivable (Table 5.1)
As Table 5.5 indicates, in 2009 the average
collection period for accounts receivable for
ZETCO and ZEDC was 362 and 203 days
respectively. Liabilities stood at a little more
than $1 billion, including $580 million of
Expanding Private Sector Roles in Infrastructure

accounts payable $216 million of LT loans all
of which were in arrears, and about $50 million
in deferred taxes due to the government. With
the merger of ZETCO and ZEDC, the debt
ratio of ZETDC was about 76 percent at the
time of the merger.
The Report proposes that ZETDC would
remain as a public utility responsible for the
entire transmission and distribution network
of the country. It would also be the buyer
of power from various IPPs, such as the
privatized ZPC, under take-or-pay contracts.
Prior to entering into such contracts with
private suppliers, ZETDC would need to
undergo substantial ﬁnancial restructuring to
improve its capacity for service delivery and
to strengthen its commercial orientation. Key
elements of the ﬁnancial restructuring would
include adjustments in the pricing of its
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electricity supplies to customers, consistent
with the costs of supply, along the lines outlined
in Chapter 8. It would also need to reduce
substantially its accounts receivable to a more
acceptable level of 30 to 40 days and with
these additional payments from customers,
reduce substantially its accounts payable.
The balance sheet could be strengthened
further by transferring all the LT loans in
arrears to the proposed Special Purpose
Vehicle of the government. Consideration
could also be given to removing the deferred
taxes from the balance sheet by cancellation
of this obligation. A series of actions along
these lines would improve the ﬁnancial
strength of ZETDC and thereby making it a
more attractive partner for investors who are
considering investing in IPP arrangements in
Zimbabwe in the decade ahead.
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5.2.4

National Railways of Zimbabwe

As Chapter 10 has outlined in some detail,
this Report proposes a vertical restructuring
of NRZ along the following lines. A new
state enterprise would be created as the
owner of the entire railway infrastructure
network (except for the Beitbridge-Bulawayo
concession). The new state enterprise would
own, operate, maintain, and rehabilitate the
existing railway track, communications
and signaling systems, and electriﬁcation
of the rail network. It would not have any
ownership interest in locomotives, rolling
stock and coaches, or in related facilities such
as maintenance shops and so on. The proposal
is for this new public company, referred to
in this Report as the Railway Infrastructure
Company of Zimbabwe (RICZ), to come
into existence from the beginning of 2013.
Chapter 10 sets out an indicative income
statement for RICZ for 2013-20 (Table 10.15)
and the details of the $623 million capital
expenditure program for which the company
would be responsible in this period. The
company would rely primarily on concession
fees to meet its operating costs and to fund a
portion of the required capital expenditures
on the network.
In parallel with the creation of the RICZ,
the residual part of NRZ would be restructured
and transformed into a private company
that would provide passenger and freight
services throughout the entire rail network as
a concessionaire, in competition with other
concessions. For the purposes of this Report,
the restructured service provider is referred to
as the Zimbabwe Railway Services Company
(ZRSC). The restructuring will need to address
the commercial issues that currently affect the
ﬁnancial performance of NRZ. As discussed in
Chapter 10, chief among these is government
policy on passenger tariffs. In the event that
the government decides to continue its heavy
subsidization of passenger tariffs, it will need
to include in the concession agreement a
commitment to compensate ZRSC for losses
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incurred on these services. If that is not done,
the ZRSC concession will be at a severe
ﬁnancial disadvantage relative to competing
concessions that concentrate on provision
of the more proﬁtable freight services. In
the absence of such a commitment, it is very
unlikely that ZRSC will be able to attract a
strategic private investment partner because
the prospect of continued substantial losses
on passenger trafﬁc would undermine the
proﬁtability of the ZRSC-led concession. The
other aspect of ﬁnancial restructuring that
will require attention is the $173 million of
deferred tax obligations to the government.
The issue here is whether the government is
prepared to write off these tax obligations in
order to improve the balance sheet of NRZ and
increase the likelihood of attracting a strategic
investor interested in a partnership in a ZRSCled concession.
Annex Tables 6.9 and 6.10 provide
indicative projections of revenues and
expenses for ZRSC and other concessions that
may operate in Zimbabwe. The discussion
in Chapter 10 indicates that concessionaires,
including ZRSC, would need to spend about
$875 million on new locomotives, rolling
stock, passenger coaches, and related facilities
during 2013-20. With a prudent debt ratio of
70 percent, the discussion suggests that about
$260 million of equity and $615 million of
debt would be required for these concessions.
Against this backdrop, the NRZ would transfer
assets with a book value of about $470 million
to ZRSC at end 2012. Given the age of some
of the equipment, this book value may be
written down to approximate the cost of new
purchases made by NRZ during 2010-12. As
with the privatization of ZPC, some of the inkind capital contribution from NRZ into the
ZRSC could be converted to non-voting stock
with an attractive yield that, in turn, could be
sold to domestic mutual funds for a nominal
price, thereby broadening the ownership base
of the ZRSC in line with the indigenization
policy.
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5.2.5

Civil Aviation Authority
of Zimbabwe

The ﬁrst step in the proposed restructuring of
CAAZ would involve splitting off its current
regulatory responsibilities and moving these to
the proposed new regulatory authority for the
transport sector. As the discussion in Chapter 4
indicates, the new regulatory authority should
become operational in 2012. This includes a
detailed indicative ﬁnancial plan for the civil
aviation part of the new regulatory authority.
With the transfer of these responsibilities for
regulation of the civil aviation industry in
Zimbabwe, attention would then turn to the
restructuring required for the residual CAAZ
organization. For the purposes of this Report,
the new company is called the Airport Services
Company of Zimbabwe (ASCZ). As Chapter
11 discusses in some detail, the ASCZ would
continue to own the airside infrastructure at
all 11 of the airports in Zimbabwe currently
managed by CAAZ. It would also provide
landside services at nine of these 11 airports.
Two of the international airports, Victoria Falls
and Buffalo Range, would be candidates for
PPP arrangements that would have one or more
concessionaires operating these two airports.
There are several possible approaches to
the design of the ﬁnancial structure of ASCZ.
One is that the government continues to own
all equity in the company. Another would be
to seek partial privatization of the company
by bringing in a strategic partner that has
experience with the operation of airport
concessions in other countries. In the case of the
Victoria Falls and Buffalo Range concessions,
decisions would be required on whether the
ASCZ would be a minority shareholder in these
two concessions. To strengthen the balance
sheet of the proposed new airport services
company, the Report proposes that the existing
$147 million of LT loans held by CAAZ be
transferred to the proposed Special Purpose
Vehicle that would hold loans from public and
private creditors that is in arrears. This action
would strengthen the balance sheet of ASCZ
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and make it a much more attractive partner
for potential private investors interested in
operating airport concessions in Zimbabwe.

5.2.6

Air Zimbabwe

The Report proposes the privatization of the
national airline, Air Zimbabwe. The approach
to be taken could be modeled on the experience
on Kenya Airways in 1995-96, which involved
a trade sale to a strategic investor (KLM), and
after some restructuring, a public offering of
shares. The end result of the privatization was
that the Kenyan Government had a minority
stake with 23 percent of the issued share
capital, 34 percent was held by the owners
of shares issued under the public offering, 40
percent was held by KLM and other foreign
owners, with the remaining 3 percent held by
employees of Kenya Airways.
A major challenge for such a privatization
will be to put in place actions that can reduce
the very substantial operating losses that Air
Zimbabwe is experiencing. As Annex Table 7.3
indicates, the airline had a negative net income
of $33 million in 2009, owing in part to limited
amounts of passenger trafﬁc. The presence
of a strategic partner with a well established
international operations network may help
overcome the weak revenue performance
by boosting passenger trafﬁc carried by Air
Zimbabwe. A stronger revenue performance
would, in turn, allow for a reduction in the
substantial level of accounts payable, which at
end 2009, stood at $53 million.

5.2.7

Tel*One and Net*One

The Report proposes the full privatization
of both Tel*One and Net*One. One possible
option to consider is the merger of these two
state enterprises and their sale as a single entity.
The total assets of the two companies at end
2009 were about $550 million, with liabilities
at $613 million, largely because of the weak
balance sheet of Tel*One. In 2009, these
two enterprises had revenues of about $360
million, despite the fact that prices charged by
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Tel*One for domestic and international calls
are very low by regional and international
standards. Operating costs were about $180
million, and as a result net income was about
$125 million. Prior to privatization, a number
of actions would be needed to strengthen the
balance sheets of the two companies. At end
2009, they had a combined total of $90 million
of deferred tax obligations to the government,
almost $240 million in accounts payable, and
LT loans of $255 million, about $140 million
of which was payable within 12 months
because of delinquent debt service payments.
The attractiveness of these two enterprises for
full privatization would be further improved if
the government were to take action to reduce
the $130 million of accounts receivable. A
reduction from the 135 days average collection
period to 30-40 days would generate enough
funds for a reduction accounts payable of about
$100 million. Other actions to be considered
include a write-off of the $90 million in
deferred tax obligations, and transfer of the LT
loans in arrears to the Special Purpose Vehicle
to be set up by the Government. These actions
would reduce total liabilities by about $320
million compared with assets of about $450
million, giving a debt ratio of about 70 percent,
compared with the average of 111 percent at
end 2009. Financing restructuring along these
lines may boost the sale price substantially.

5.3

BUILDING THE
FRAMEWORK FOR PPPs

5.3.1

An Historical Background

There were a number of initiatives in the 1990s to
expand the role of the private sector in provision
of infrastructure services, but these were largely
inconclusive. The most prominent example of
the use of PPP-type arrangements from that
period was the private concession that began
providing rail services in 1998 on some 385 km
of track between Bulawayo and Beitbridge.
4
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PPPs failed to take off in Zimbabwe for
a number of reasons, including investor
perceptions of high political risk, lack of
political commitment, lack of clear legal
and policy frameworks, lack of ﬁnancial
resources within the government, currency
risks, lack of expertise and capacity within the
government, and lack of policy consistency.
In 2004, the Government revisited the issue
and in December 2004 issued a revised
policy statement for the use of PPPs in
various sectors to promote economic growth
through collaboration with the private
sector in the provision of infrastructure.4
The goal of the policy document was to
“promote sustainable economic growth and
development through mutual collaboration
between government and the private sector
in the efﬁcient management and operation of
infrastructure and other development projects
in the country.” The document provided a
framework for private sector participation to
“take care of the interests of all stakeholders,
including service providers and consumers.”
It provided for several forms of public
private partnership, including management
contracts, leasing, concessions, and “new
entry” through de-monopolization. PPPs were
envisaged in a wide range of sectors, including
transportation, water, telecommunications,
and energy. The document provided
guidelines for the approval of projects
identiﬁed by government agencies and project
promoters, including a tendering process for
the selection of the private sector partner
and rules governing unsolicited proposals
emerging from the private sector’s own
initiatives. Tax incentives are provided for
investors engaged in approved Build Operate
Transfer (BOT) schemes. Other incentives
were to be provided on a case-by-case basis,
including duty exemptions. The remittance
of dividends and disinvestment proceeds was
to be in accordance with Exchange Control
Regulations.

See Government of Zimbabwe (2004), Public Private Partnerships Policy and Guidelines. Harare, December
2004.
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A review by the UNDP in 2008-09
concluded that there was a continuing lack of a
clear legislative and regulatory framework for
PPPs.5 The report went on to say that for PPPs
to realize their full potential in Zimbabwe
the guidelines developed in 2004 needed
to be revised, since these did not cover in a
comprehensive way the legal and operational
modalities of the program. Capacities within
the public sector to carry out the necessary
due diligence work are also limited. The
registration, conduct of feasibility studies, and
project procurement are done haphazardly,
added to which the necessary human and
ﬁnancial resources to manage the program are
not in place. According to the UNDP at that
time, committees responsible for PPP processes
were not functioning, and as a result, there was
some risk that sub-optimal concessions could
be concluded that would ultimately lead to
lengthy re-negotiations.

5

5.3.2

Current Status of the
PPP Framework

A renewed push for use of PPPs. Following
the formation of the Inclusive Government
(IG) in early 2009, there has been renewed
interest in the use of PPP arrangements for
infrastructure services. The new government
recognized that the lack of clear guidelines
and transparent processes would continue to
hinder any investment into Zimbabwe and
will hamper the implementation of PPPs. The
Short-Term Economic Restructuring Program
(STERP) of March 2009 recognized that it has
become necessary and prudent to adopt PPP
guidelines to provide the public and private
sectors with step-by-step guidance on the
preparation, approval and implementation of
PPPs. Shortly after the formation of the IG,
a series of initiatives were undertaken by the
new government to address these concerns.

UNDP (2009), Restructuring Public Enterprises and the Rehabilitation of Infrastructure in Zimbabwe.
Comprehensive Economic Recovery in Zimbabwe Working Paper Series, UNDP, Zimbabwe, Working Paper 8,
2009.
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These initiatives resulted in three important
reports on various aspects of the PPP process
in Zimbabwe.6 The reviews have made an
important contribution in clarifying the current
framework within which PPP-type initiatives
must operate.
There are three major motivations
for moving to much greater use of PPP
arrangements in Zimbabwe. These are: (i) the
investment requirements for the rehabilitation
and expansion of infrastructure in the decade
ahead are well in excess of the amount of
public resources that will be available for
these activities during that period; (ii) the
presence of private providers of services under
competitive arrangements will help lower the
costs of service provision for the economy
as a whole and for services beneﬁciaries;
and (iii) the presence of substantial private
service capacities will help offset inadequate
technical and management capacities in
the infrastructure sectors that have been
exacerbated by the very large emigration of
skilled labor out of Zimbabwe in the past
decade.
The legal framework for PPPs. One
of the above-mentioned government
reportsprovides a detailed assessment of the
current legal framework that is applicable
to PPPs (Government of Zimbabwe, August
2009). An important conclusion of this paper
is that at present there is no legislation,
policy, or institutional framework that
pertains speciﬁcally to PPPs in Zimbabwe.
The concessions that have been implemented
to date have all been undertaken within the
framework of existing procurement laws.
The paper identiﬁes the various pieces of
legislation that have a direct or indirect
bearing on the use of PPPs as an instrument for
forming public-private partnerships. These
include the Procurement Act, the Income
6

Tax Act, the Indigenization and Economic
Empowerment Act, the Reconstruction of
State Indebted Insolvent Companies Act,
the Zimbabwe Investment Authority Act, the
Urban Councils Act, and the Rural District
Council Act. The report then identiﬁes the
following three options for moving forward
with the development of a legal framework
for PPPs: (i) make use of the current
legislation; (ii) draft a new Act speciﬁcally
for PPPs; and (iii) draw up a speciﬁc set of
regulations under the Procurement Act or the
draft Public Finance Management Act. The
proposal of the paper is to adopt the third
option and draw up regulations under the
Public Finance Management Act. The main
concern about the second option of drawing
up a speciﬁc Act for PPPs was that it may
take several years to have the legislation
enacted and this may introduce delays in the
PPP program.
In making a ﬁnal decision on these
options, several related concerns that affect
the timetable for PPPs need to be taken into
account. First, as noted earlier, it is very
unlikely that any major PPPs can move forward
until after the formal launch of the arrears
clearance process. Prior to this happening, the
continued accumulation of arrears on public
and private creditors accounts will make it
very difﬁcult for interested private investors to
mobilize the large amounts of debt ﬁnancing
that will be required either on a corporate basis
or with the use of non-recourse or limitedrecourse loans by the international banking
community. At this stage it is not clear when
the arrears clearance process may be formally
launched. The second concern is that it is
essential that the revamp of the regulatory
framework proposed in Chapter 4 is put in
place before entering into individual large
PPP contracts with investors. Introduction of

Government of Zimbabwe (2009), Public-Private Partnership (PPP): Guidelines. Harare, Zimbabwe,
2009; Government of Zimbabwe (2009), Public-Private Partnership: Legislative Review for Zimbabwe. Harare,
Zimbabwe, August 2009; and Government of Zimbabwe (2009), Institutional Framework: Public Private
Partnership (PPP). Harare, Zimbabwe, November 2009.
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a new regulatory framework after the start of a
series of major PPP projects will create serious
difﬁculties for the new regulatory authorities,
especially if the provisions of the PPPs are
at odds with the regulatory structure on such
matters as competition and/or pricing policy,
or technical standards for service delivery by
suppliers. The reality is that the proposed new
regulatory regimes for infrastructure services
will also require new legislation.
With these concerns in mind, the position
taken in this Report is that work should proceed
as a matter of priority on the necessary acts
for the proposed new regulatory authorities,
together with a new comprehensive Act for
PPPs. The target for passage of these new acts
should be no later than end 2012.
Recurring issues related to the launch
of the PPP program. These various reviews
have, directly and indirectly, also raised
a number of basic issues on the approach
required for successful implementation of
PPPs in Zimbabwe in the decade ahead.
These include:
• What are the most appropriate formats for
private participation in the infrastructure
sectors under consideration in Zimbabwe,
and what can be said about international
experiences and best practice on these
choices?
• What are the most appropriate mechanisms
for mobilizing the private ﬁnancing required
for various types of PPPs?
• What are the lessons from international
experience in managing the ﬁscal risks that

7

governments may take upon themselves
under various types of PPPs?
• What are the most appropriate arrangements
for the management of PPP processes from
inception to ﬁnal approval and subsequent
implementation?
• How should the management of various
phases of a PPP be handled within the
government?
• How should re-negotiation of PPP
arrangements be managed, in the event that
such re-negotiation is required?
There is a substantial body of literature on
these issues and the successes and failures
with PPPs in various parts of the world over
the past few decades.7 The discussion below
draws heavily on Delmon (2009).

5.3.3

Choice of Formats for
Private Participation in
PPP Arrangements

The experience of the past two decades
indicates clearly that there is no universal
norm for the most appropriate design of PPP
arrangements. As Delmon (2010) has noted,
the analysis must be made on a countryby-country, sector-by-sector, and projectby-project basis. When seeking private
participation to deliver infrastructure services
a government agency or state enterprise (the
grantor or grantors) has a variety of options
for the structure of the project. Box 5.1 above
sets out the most common types of PPP
arrangements.

See, for example, Delmon, Jeffrey (2009), Private Sector Investment in Infrastructure: Project Finance, PPP
Projects and Risk. Kluwer Law International,The Netherlands, 2009; Guasch, J. (2004), Granting and renegotiating
Infrastructure Concessions: Doing It Right.” World BankInstitute Development Studies, Washington DC, 2004;
World Bank (2006), “Review of Selected Railway Concessions in Sub-Saharan Africa.” World Bank, Washington
DC, June 2006; OECD (2007), OECD Principles for Private Sector Participation in Infrastructure. Paris,
OECD, 2007; Bayliss, Kate (2009), “Private Sector Participation in African Infrastructure: Is It Worth the Risk?
International Policy Center for Inclusive Growth, School of Oriental and African Studies, London, Working
Paper No.55, May 2009; Delmon, Jeffrey (2010),”Understanding Options for Public-Private Partnerships in
Infrastructure. Sorting Out the Forest from the Trees.” World Bank, Washington DC, Policy Research Working
Paper 5173, January 2010.
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Box 5.1: Common Types of PPP Arrangements
The selection of the appropriate design may require a signiﬁcant amount of time and effort by the grantor. The most
common forms of PPPs are:
•

Management or operation and maintenance contracts where a private entity provides some operation and
maintenance services for a fee usually based on delivery of satisfactory services. These types of contracts can
cover a particular service or an entire utility.
• Affermage arrangements where a private entity builds and or refurbishes and operates a service usually delivered
directly to consumers, and the grantor ﬁnances any major capital expenditure. The private entity generally
collects tariffs directly from consumers.
• Build-Operate-Transfer (BOT), Build-Own-Operate (BOO), Build-Own-Operate-Transfer (BOOT), Design-BuildFinance-Operate (DBFO), Design-Construct-Manage-Finance (DCMF).
• In these arrangements, a private entity ﬁnances and builds/refurbishes a facility that provides services to a single
or small group of large off-takers (often a public utility) or directly to consumers (e.g., toll roads, bridges and
airports).
• Lease arrangements where existing assets and or land is leased to a private entity for construction of new assets
or refurbishment of existing assets to be used to provide services to a single or small group of large off-takers or
directly to consumers.
• Concession in which a private entity ﬁnances and builds and or refurbishes and operates a service usually
delivered directly to consumers. The private entity generally collects tariffs directly from consumers.
• Divestiture where the assets are sold to a private entity who provides services directly to consumers and collects
tariffs directly from consumers.
Source: Delmon (2009).

5.3.4

Mobilizing Private Finance

In many instances, the ﬁnancial structure
of PPPs relies heavily of debt ﬁnancing,
typically mobilized in international ﬁnancial
markets. The most common forms of private
ﬁnancing for PPPs are corporate ﬁnancing
and project ﬁnancing. The expectation is that
the design of some PPPs in Zimbabwe will
provide opportunities for corporate ﬁnancing,
wherein a participating company borrows
money against its proven credit proﬁle and
ongoing business and invests it in the project.
One concern about this mechanism is the
potential high cost of such ﬁnancing. The
other option is the use of project ﬁnancing
techniques where non-recourse or limitedrecourse loans are made directly to a special
purpose vehicle created for the PPP. Lenders
rely on the cash ﬂow of the project for
repayment of the debt; security for the debt
is primarily limited to the project assets
and future revenue stream. Investors use
this technique to reduce substantially their
equity investment and exposure to project
liability. However, project ﬁnancing typically
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requires a complex structure of contracts,
subcontracts, guarantees, insurance, and
ﬁnancing agreements in order to provide the
lenders with the security they require and the
risk proﬁle necessary to convince them to
provide the funding.
The Government may want to consider
a number of other options to facilitate the
mobilization of private ﬁnance for the
proposed PPP program. These options may
include some form of direct public support,
particularly in the case of speciﬁc risks that
private investors or lenders are not well
placed to manage (for example, aspects
of political risk and environmental risk).
The Government may also want to look
to an intermediary to mobilize some local
ﬁnancing for PPP projects. It may be possible
to look to the Infrastructure Development
Bank of Zimbabwe (IDBZ), for example,
to play a role in mobilizing resources from
local corporations that have a direct interest
in seeing improved infrastructure services,
or from international partners, including
institutional investors that are unable to invest
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directly in a PPP-type project.8 A variation on
this approach might be for the IDBZ to step in
after the completion of construction of a major
infrastructure project and reﬁnance a portion
of the commercial bank debt mobilized in
international ﬁnancial markets at the outset.
This would provide international lenders
with relatively short exposures and may
facilitate their re-engagement in other PPP
opportunities within Zimbabwe.

5.3.5

Managing Fiscal Risks
Associated with PPPs

A key feature of PPP design is the apportionment
of risk between the government and the
private investors involved in the project. The
Government of Zimbabwe will want to manage
carefully the provision of such government
support, and in particular contingent liabilities
created through such support mechanisms,
for example, the contingent liabilities that can
stem from government guarantees of grantor
payment obligations or debt repayment.
Progress on arrears clearance with the
international donor community will inﬂuence
the extent to which the Government can
assume contingent liabilities associated with
PPP projects. Prior to the formal launch of
an arrears clearance process, government
guarantees and other assurances are unlikely
to facilitate transfer of some risks to the
government. An inability to engage in
meaningful risk sharing arrangements will
almost certainly raise substantially the cost of
PPP ﬁnancing. A successful launch of PPPs
with international investors must await the
formal start of an arrears clearance process
with the international donor community,

hopefully in 2011. The launch of the process
will then improve the prospects for the use
of government guarantees and other ﬁnancial
undertakings associated with the PPP
program.
The Government will need to assess
the type of support to be provided for each
proposed PPP project. Assessment of direct
liabilities (for example, the provision of an
access road to a particular site, or school
or hospital at the site) is straightforward.
As noted above, the Government may also
provide investors with various kinds of
guarantees.9 Such contingent liabilities are
more difﬁcult to assess, given the events that
give rise to them are uncertain. A number of
techniques have been developed to put a price
on such guarantees.10 Once the likely cost of
the guarantees has been assessed, the issues
then are: (i) how will the government protect
itself; and (ii) who will pay for the cost of the
guarantee. Delmon (2009) provides a detailed
discussion of the options for dealing with
these two concerns, including for example,
requiring the PPP project to pay fees for the
issue of guarantees, the use of guarantee
funds, and accessing partial risk guarantees
offered by international ﬁnancial institutions
such as the African Development Bank and
the World Bank.

5.3.6

Management of PPP Processes

An important point about the use of PPPs is
that the Government of Zimbabwe will be
responsible for a substantial number of tasks
at various stages in the life of the PPP. The list
of activities that a government must manage
typically includes:

8

In July 2010, there were a number of media reports about the possibility that the IDBZ may reach an agreement
with China for access to substantial lines of credit for infrastructure funding. If this opportunity is realized, it may
open the way for the IDBZ for participate in some the proposed infrastructure PPPs.
9 Chile, Columbia, Korea, and Spain have provided revenue and exchange rate guarantees for toll road projects.
These guarantees would compensate facility operators when revenues fall below a given point or when the
exchange rate between local currency and the currency of debt exceeds a given ceiling.
10 See, for example, IMF (2005), “Government Guarantees and Fiscal Risk.” International Monetary Fund,
Washington DC, 2005.
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• Development of PPP policy and strategy
• Promote and market the use of PPPs within
the government itself and in local and
international markets
• Standardization and dissemination
• Project origination
• Project analysis
• Procurement
• Transaction management
• Contract monitoring and enforcement
• Transition on termination or expiry.
For each PPP, the government will need to
form a project team, with an appropriate
set of skills and familiarity with project
contracts, which will be responsible for
work on the transaction. The team will need
to include ﬁnancial, legal, and technical
specialists with access to external advisers.
Sufﬁcient budget resources must be
allocated for such transactions teams. The
working assumption used in this Report
is that the cost of a transactions team is 2
percent of the capital value of the PPP
project. With about $3 billion of private
investment for infrastructure services under
PPP arrangements (concessions in railways
and airport management, and IPPs in power
generation), the total cost of these teams will
be about $60 million.11
The Government of Zimbabwe has drafted
a very detailed set of guidelines to be followed
in the preparation and implementation of
individual PPPs (Government of Zimbabwe,
2009). The guidelines are structured
sequentially, commencing with project
initiation and registration with the PPP Unit,
appointing a Transaction Advisor, conducting
a feasibility study/PPP assessment, the PPP

procurement process, contract management,
and procedures to be implemented at the expiry
of the PPP agreement.
The importance of having a strong
transaction team in place can be illustrated
with the following example. There have
been a number of proposals in the past
year or so to use PPP-type arrangements to
attract substantial private investment for toll
roads in Zimbabwe. The reality is that there
are uncertainties about the attractiveness
of these opportunities in Zimbabwe at this
time. As Chapter 9 indicates, experience
elsewhere in Africa indicates that a trafﬁc
density of at least 15,000 vehicles a day is
required to generate revenues sufﬁcient to
attract potential investors. In Zimbabwe at
the present time, the highest trafﬁc density
is about 4,000 vehicles a day on the 290
km Harare-Masvingo route, followed by
a little over 3,000 vehicles a day on the
240 km Harare-Nyamapanda route. Even
with very rapid growth in the trafﬁc ﬂeet,
it is unlikely that these required densities
will be achieved in the decade ahead. In
these circumstances, a potential private
investor would very likely seek a number
of guarantees from government designed to
ensure proﬁtability while the trafﬁc densities
are low. The transactions team would need
to undertake a very careful analysis of the
potential contingent liabilities for the ﬁscus
that would be associated with a toll road
project with low trafﬁc densities.

5.3.7

Renegotiation of PPPs

One of the lessons from international
experience with PPPs over the past two decades
is that a substantial number of these long-term
agreements have been renegotiated. In fact,
Delmon (2009) reports that recent data suggest

11 In the case of the United Kingdom, which has been very active in the use of PPPs, the average cost of these
expert teams has been about 2.6 percent of the capital cost of the projects. And the average time required from
prequaliﬁcation to ﬁnancial close has been 36 months. The foregoing is cited by Delmon (2009) and is taken from
National Audit Ofﬁce (UK), “Improving the PFI Tendering Process,” March 2007.
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some 75 percent of transport PPP contracts and
87 percent of water and sanitation contracts
are renegotiated at some point. A common
perception is that renegotiation implies a
failure or fundamental ﬂaw in project design
and or implementation. Delmon argues that
such judgments are erroneous. Renegotiation
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is typical for long-term arrangements of the
kind embodied in PPP contracts. Renegotiation
provides an opportunity to adjust the terms of
a project to address the needs of the project
and circumstances of the parties involved to
the beneﬁt of these parties and the intended
beneﬁciaries. 
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CHAPTER 6:

Economic Impact of the Program
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 ﬁnancial community that affects
the degree of donor support for infrastructure
and other development initiatives in the
country, and limited institutional, ﬁnancial, 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 ﬁnancial
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 ﬁnancial
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
ﬁnancial 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
Economic Impact of the Program

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 ﬁnancial
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 identiﬁed as essential in this regard.
This is partly because of their direct and shortterm employment effects in the building and
construction industries and the substantial
spillovers in terms of improving efﬁciency 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 ﬁnances of the key state enterprises and
the creation of the sound regulation framework
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needed for private investment to ﬂourish. 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 identiﬁed 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 capitaloutput 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 ﬁscal
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 ﬁscal
position. Debt indicators, for example, are
likely to improve sharply to levels that provide
a signiﬁcant buffer against external shocks and
lower the current vulnerability to debt distress.
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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 sufﬁciently 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 signiﬁcant 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 beneﬁts.
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
Economic Impact of the Program

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 beneﬁts 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 ofﬁce 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 qualiﬁed national
ﬁrms 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 ﬁrms.

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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ﬁxtures, 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 beneﬁts for the domestic business
community. These actions include the
following: (i) improvements in the business
environment and information about business
opportunities that ﬂow from the proposed
program; (ii) programs to ensure that small
and medium business entities in Zimbabwe
are able to beneﬁt 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 speciﬁc actions
on areas where Zimbabwe’s ranking is poor;
for example, the amount of time required
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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 speciﬁc 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 qualiﬁed 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 speciﬁcations 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.
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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 qualiﬁed local ﬁrms in the various
infrastructure sectors, initially for a year or
less. As the capacities of these ﬁrms 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. 

Economic Impact of the Program

PART B
ACTION PROGRAMS FOR INDIVIDUAL
INFRASTRUCTURE SECTORS

CHAPTER 7:

Water Resource Management, Supply and Sanitation
7.1

THE SETTING

Zimbabwe is a semi-arid country heavily
reliant on regular rains (generally November
to April). Mean annual rainfall is low and
many rivers in the drier parts of the country are
not perennial. Zimbabwe has made extensive
investments in large, small, and medium dams,
though current utilization is only about 22
percent of mean annual run-off. Zimbabwe’s
management of its water resources is critical to
its economic growth. Droughts and inability to
manage its water resources cost Zimbabwe a
signiﬁcant percentage of its GDP. The country
has a forward-looking Water Act and undertook
signiﬁcant reforms in the 1990s to create a
Zimbabwe National Water Authority (ZINWA)
to manage the national water resources. But
the water resource sector has been badly hit
by the economic downturn and the lack of
investment has nulliﬁed many of the reform
gains. Rivers are now unregulated, inadequate
attention has been given to the maintenance
of key water resource infrastructure with a
high risk to public safety from the breach of
dams, catchment plans are not implemented,
and signiﬁcant pollution has occurred in some
major water bodies.
In the 1980s, Zimbabwe launched an
ambitious program of development of its water
supply and sanitation infrastructure; by the later
part of the 1990s the levels of service coverage
were among the highest in Sub-Saharan Africa.
The country was widely seen, within Africa
and internationally, as a leader in innovation,
policy reform, and service provision in the
water sector. However, the fortunes of the
sector were reversed in the past decade as
a result of very limited new investment in
services and inadequate revenues of the
institutions responsible for service provision
that led to a sustained decline in operations and
maintenance of assets. The progressive decline
in water and sewerage services culminated in a
serious outbreak of cholera in the 2008/09 rainy
season. With almost 100,000 cases of cholera
and about 4,280 deaths, international attention
was drawn to the extent of the decline in the
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sector. The result was a large scale mobilization
of humanitarian assistance by the international
community to help the country address the
immediate risks posed by the cholera outbreak
and to support the rehabilitation of water
supply and sanitation services in urban and
rural areas. As a result, the number of cases
reported in 2009-10 declined substantially. The
challenge for the decade ahead is to rebuild the
existing dilapidated infrastructure and access
to services to the levels that prevailed more
than a decade ago.

7.2

CURRENT POLICY
AND INSTITUTIONAL
FRAMEWORK

7.2.1

Policy Framework for
Water and Sanitation

There is no one document that provides a
policy framework for the management of
the country’s water resources, and for the
provision of water and sanitation services.
The Water Act of 1998 reformed the water
sector to ensure a more equitable distribution
of water and a stakeholder involvement in the
management of water resources. Water was
no longer privately owned. The prior system
of water rights was replaced by water permits
of limited duration which are allocated by
Catchment Councils. Water was to be treated
as an economic good and the principle of “user
pays” was to apply. Pollution of water became
an offence under the new Act which adopted
the principle of “polluter pays.”
The Zimbabwe National Water Authority
Act of 1998 led to the creation of ZINWA,
a parastatal agency responsible for water
planning and bulk supply. ZINWA was to
manage water resources on a catchment basis
with involvement of stakeholders in each
catchment area. Other responsibilities of
ZINWA included the management of the water
permit system, the pricing of water, operating
and maintaining existing infrastructure, and
executing development projects. ZINWA was

Water Resource Management, Supply and Sanitation

to devolve responsibility for managing river
systems and enforcing laws and regulations at
the local level.
The Land Acquisition Act of 2000
empowered the government to acquire any land
for resettlement purposes under the land reform

program. The land redistribution program
has resulted in an increase in the land under
irrigation that is operated by smallholders as
a result of commercial irrigated farms being
acquired and subdivided into smaller parcels
of farm land.

The Environmental Management Act
2002 provides for the establishment of
the National Environmental Council, the
Environmental
Management
Agency,
Environment Management Board, and the
Standards and Enforcement Committee.
The Environment Fund, provides for the
formulation of environmental quality standards
and environmental plans, provides for
environmental impact assessments, audit, and
monitoring of projects, and for other matters

related to management and conservation of the
environment.
The Act empowered the Government to
command public and private development
institutions to undertake an Environmental
Impact Assessment (EIA) before undertaking
any activity and adhere to mitigating activities
to protect the environment as recommended in
the EIA. Irrigation development is one of the
activities that require an EIA.
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7.2.2

Institutional Arrangements
for the Sector

7.2.2.1

The institutions of the water and sanitation
sector are organized by law and policy
according to their responsibilities for service
provision. There are four distinct areas of
service and related institutional arrangements:
(i) water resources management; (ii) urban
water supply and sanitation; (iii) rural water
supply and sanitation; and (iv) irrigation. The
detailed arrangements for each of these service
areas are set out below.
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Management of Water Resources

Figure 7.1 sets out the organizational
arrangements for the principle institutions
with responsibilities for the management
of water resources in Zimbabwe. These
arrangements stem from the Water Act of 1998
and the Zimbabwe National Water Authority
(ZINWA) Act of 1998. For the purposes
of managing the nation’s water resources,
Zimbabwe is divided into seven catchments
that are based on the six major river basins in
the country. Each catchment is administered by
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an elected catchments council, with technical
support from ZINWA. The Minister for Water
Resources Development and Management

(MWRDM) provides guidance on policy
matters through the Department of Water
Resources (DWR).
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The Department of Water Resources assists the
Ministry to carry out the following statutory
functions:

• To effect the joint management of
international water resources, as directed
by the Minister.

• Development of water policies, laws and
regulations and general directions to guide
the orderly and integrated planning of the
nation’s water resources to ensure their
optimum development, utilization and
protection;

The head ofﬁce of ZINWA is located in Harare
and it has a branch ofﬁce in each of the seven
catchments headed by a Catchment Manager.
The multidisciplinary staff of the latter is
responsible for the statutory functions of
ZINWA. The staff typically includes expertise
in hydrology, hydrogeology, water supply and
quality, and administrative support.
Each Catchment Council (CC) is established
by a statutory instrument under the Water Act.
The councils are composed of representatives
of those sub-catchment councils in each
catchment. The Catchment Manager’s ofﬁce
provides technical and secretarial services to
the respective catchment councils. The main
responsibilities of each council are: (i) to
prepare a Catchment Outline Plan (COP) for its
river system; (ii) to determine and grant water
use permits under criteria set by the Department
of Water Resources (DWR); (iii) to regulate
and supervise the exercise of rights to, and use
of water in respect of its river system; and (iv)
to ensure proper compliance with the Act and
to supervise sub-catchment councils.
The sub-catchment councils (SCC)
are established by the Minister through a
statutory instrument under the Water Act for
any part of a declared river system that falls
under the catchment council. The SCC is the
operational arm of the CC. Its main function
is to regulate and supervise the exercise of
rights to water within the area for which it
was established. It also performs any other
functions that may be conferred upon it in
terms of the Water Act.
The stakeholders comprise the water users,
members of government departments with
legal responsibilities in the management of
natural resources, and private organizations
that represent interests in the basin or otherwise
have a direct stake in water management
in the catchment. The SCC is elected from
representatives of water users.

• Ensuring the availability of water to all
citizens for the primary purposes with due
regard to environmental requirements;
• Ensuring the equitable and efﬁcient
allocation of available water to all users;
• Giving effect to any international water
agreements to which Zimbabwe is party;
• Fixing the criteria for water allocation and
the issue of permits by Catchment Councils.
The main responsibilities of the Zimbabwe
National Water Authority (ZINWA) are as
follows:
• To advise the Minister on the formulation
of national water policies and standards;
• To exploit, manage, and conserve water
resources in order to ensure security of
supply and to facilitate equitable access
to water by all sectors, and its efﬁcient
utilization, while minimizing the impacts
of drought, ﬂoods and other hazards;
• To provide specialist advice and technical
assistance to local authorities and
catchment councils in matters concerning
the development, management and
environmental protection of water resources;
• To provide design and construction services
for new works and to operate and maintain
water supply facilities owned or managed
by ZINWA;
• To carry out and publish hydrological
and geographical surveys, including
water related research, for the purposes of
planning, development, and exploitation of
water resources;
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Zimbabwe is bordered to the north by the
Zambezi River and to the south by the Limpopo
River, both of which ﬂow through Mozambique
to the Indian Ocean. Table 7.1 describes the main
river systems in Zimbabwe. These major river

systems form the basis for the above-mentioned
seven catchments of the country: Save, Runde,
Mzingwane, Gwayi, Sanyati, Manyame, and
Mazowe. These major rivers feed into either the
Zambezi or the Limpopo.

7.2.2.2

towns the ZINWA responsibility is restricted
to bulk water supply, with the local council
responsible for distribution and billing. In
addition, ZINWA has supply responsibilities
for 534 “ZINWA Stations” supplying small
settlements that may comprise growth centres,
health centres, and small units at border
crossings, National Parks, and police posts in
strategic locations.

Urban Water and Sanitation Services

The major urban areas are divided up into the
following 31 administrative units: (i) six cities,
nine municipalities, 13 town councils, and
three local boards. Each entity has a statutory
requirement to provide water and sanitation
services to their communities. ZINWA has
supply responsibilities for water and sewerage
in some of the smaller towns, but for other
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7.2.2.3

Rural Water and Sanitation Services

Over the past two decades, there have been
changes in responsibilities for various aspects
of the supply of rural water and sanitation
services. As things now stand, there appear
to be overlapping responsibilities and lack
of clarity among the various entities now
involved with service provision. The key
entities active in rural water and sanitation
are the National Action Committee (NAC),
the Rural District Councils (RDCs), the
District Development Fund (DDF), and the
Water Environmental Sanitation Working
Group (WES).
The National Action Committee was set
up in 1987 to manage the implementation
of the Integrated Rural Water Supply and
Sanitation Project (IRWSSP). The NAC
was largely funded from bilateral aid. With
the withdrawal of donor support in 2000, its
activities collapsed. The NAC was re-launched
in October 2010 under the Deputy Prime
Minster (Infrastructure Cluster). Because eight
ministries are involved in the cross-cutting
nature of water and sanitation, the MWRDM
was made Chair of the NAC and supported
by a Secretariat. The NAC’s responsibilities
include the review and approval of all rural
water and sanitation project proposals and
plans originating at district level, setting of
policies and standards for the rural water and
sanitation sector, and formulation of strategies
for the delivery of rural water and sanitation
projects.
Rural District Councils are responsible for
all development activities in their districts.
They are required to ensure the right to access
to basic water and sanitation services, and
formulate development plans that integrate
water and sanitation services. RDC Water and
Sanitation programs are funded through the
Department of Infrastructural Development
Services (DID) of the Ministry of Local
Government, Urban and Rural Development.
They co-ordinate the activities of NGOs
in the districts, and liaise with the District
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Development Fund on development and
maintenance needs.
District Development Fund is responsible
for the development and maintenance of
non-commercial water supplies in communal
and resettlement area and research and
development of appropriate technologies.
Development funds for water and sanitation
are channeled to the RDCs through the Rural
Capital Development Fund (RCDF) for minor
activities. Major capital items are funded
through the Public Sector Investment Program
(PSIP).
With the re-engagement of the donor
community in support for water and sanitation
in recent years, there was need for coordination
of donor activities. The Water Environmental
Sanitation Working Group was established
in 2008. It is coordinated by UNICEF and
includes private sector representatives. It helps
to facilitate a coordinated and collaborative
humanitarian response, resource mobilization,
networking, and sharing of information and
lessons learned. The primary focus of WES
is rural communities, but its activities include
support for urban activities. The main objective
of the Working Group is to ensure coordination
of all humanitarian-related water and sanitation
interventions being implemented by donorsupported NGOs. It ensures that the NAC and
UN country team are kept informed about these
activities, and it promotes linkages with other
relevant sector working groups, especially
those responsible for health, HIV/AIDS, food
security, agriculture, and nutrition.
7.2.2.4

Irrigation Services

The Ministry of Agriculture, Mechanisation,
and Irrigation Development has overall
responsibility
for
development
and
implementation of irrigation policy and
services. Responsibility for various aspects
of irrigation services is shared among units
within the Ministry, as follows:
• The Department of Research and Extension
Services (AREX) provides extension
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irrigation activities in the country which
include planning, identiﬁcation of schemes,
designing, construction, operation and
management of existing irrigation schemes.

services to all irrigators and its research
section is responsible for soil surveys and
testing for irrigation development;
• The Agricultural and Rural Development
Authority (ARDA) is a parastatal agency
responsible for the operation of governmentowned irrigated estates and farms. It works
closely with the Department of Irrigation;
• The Grain Marketing Board (GMB) is a
parastatal agency in charge of marketing
the country’s strategic crops. All controlled
crops such as maize and wheat from
irrigation schemes are sold to the GMB at
regulated prices. The GMB also administers
the government input credit scheme
for irrigators;
• The Department of Irrigation (DOI) is a
new department which was initially in
the Ministry of the then Rural Resources
and Water Development (MRRWD) and
was recently moved over to MAMID.
The Department is mandated with all the

1

7.3

WATER RESOURCES
AND RELATED
INFRASTRUCTURE

7.3.1

Water Resources of Zimbabwe

According to FAO estimates, the total surface
water produced annually is 11.26 million km3,
while annual ground water production is 6.00
million km3.1
After allowing for an overlap between
surface water and groundwater resources
estimated at 5.00 million km3, the total
renewable water resources produced annually
in Zimbabwe is estimated at 12.26 million
km3 (Table 7.2). The surface water entering
the country each year is estimated to be

FAO (2005), Irrigation in Africa in ﬁgures —– AQUASTAT Survey 2005. Food and Agriculture Organization,
Rome, 2005.
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7.74 million km3, to give a total supply of
renewal water resources of 20 million km3.
On a per capita basis, the total available
renewable resource was 1,605 m3 and the
total withdrawal was 337 m3. Zimbabwe’s
available resources are low relative to
many other SSA countries; for example,
Mozambique which had available resources of
5,208 million km3 in 2002. Zimbabwe’s rate
of withdrawal of 337 m3 per capita compares
with an average of 173 m3 per capita for SubSaharan Africa for 2002 (FAO 2003), but this
withdrawal rate is very low in comparison
with other parts of the world.2 As with other
SSA countries, utilization of renewable water
resources in Zimbabwe is low, as reﬂected by
the fact that only 5 percent of Zimbabwe’s
cropland is irrigated.
The overall groundwater resource of
Zimbabwe is small when compared with
estimates of surface water resources, mainly
because the greater part of Zimbabwe consists
of ancient igneous rock formations where
groundwater potential is comparatively low.
According to the FAO, the estimated available
groundwater potential is between 1 and 2
million km3 per year. Four aquifer systems
of relatively high groundwater potential are
known. These are:
• The Lomagundi dolomite aquifer which
occurs northwest of Chinhoyi, about 120
km northwest of Harare.

Given the limited potential of groundwater
resources, it is clear that adequate storage in
reservoirs is required for the full utilization
of the country’s water resources. There has
been an aggressive program of construction
of medium- and large-size dams for irrigation
and other purposes, although funding shortfalls
in the past decade have resulted in cessation of
ongoing construction work. Dams can be owned
by commercial companies, local authorities
and ZINWA. The owners have a responsibility
to ensure that the dam is maintained and ﬁt for
purpose. Extraction of water from dams is limited
by the permit, and charges are levied by ZINWA.
Table 7.3: Dams Classified by Size and Ownership
Ownership

Type of dam
Large
Medium/small
Total

Government

Private

Total

250
600
850

10
1340
1350

260
1940
2200

Source: ZINWA.

As Table 7.3 indicates, there are about 2,200 dams
in Zimbabwe, 850 of which have been constructed
by the Government. Most of the 1,350 privately
owned dams are small. The International
Commission on Large Dams (ICOLD) reports a
total of 253 large dams in Zimbabwe; 100 of these
are owned by the Government of Zimbabwe or Capac
government parastatals (including the Zambezi
Num
River Authority which owns the Kariba dam);
seven are owned by city governments; and 146
are privately owned. As noted earlier, the total
• The Forest sandstone which occurs in the
capacity
of damsOwnership
in Zimbabwe
is estimated
of Large
Damsatin Zimba
Zimbabwe:
Save, Limpopo, and Zambezi basins. Figure 7.2:
103 million km3, including Lake Kariba which
• The Kalahari sands which are widespread
accounts for 90.30 million km3. . Not including
in the southwestern part of the country and
Lake Kariba, the large dams listed by ICOLD
where exploitable groundwater resources
account for 9.08 million km3 of this capacity.
are related to the thickness of the sands.
The large dams owned by the Government of
Zimbabwe and city governments account for 7.61
• Alluvial deposits which occur mainly in
million km3 and 0.22 million km3 of capacity
the Save valley where they form a local
respectively (Figure 7.2). The key point about
aquifer, along the Zambezi, Manyame, and
these ownership arrangements is that national
Musengezi rivers.

2

For example, the available renewable resource per capita for Asia in 2002 was 4,079 m3 and the per capita
withdrawal rate was 631 m3. For North America, the comparable per capita rates for 2002 were 19,993 m3 and
1,663 m3. See FAO (2003), FAO Statistical Database.http://www.fao.org/corp/statistics/en.
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and local government own almost 90 percent of
the existing dam capacity of the country, other
than that of Lake Kariba which is owned jointly
by the Governments of Zambia and Zimbabwe.
These publicly owned dams account for most

of the stored water supply in the country. Their
condition and that of pipelines and canals that
carry water from these dams are central to
Zimbabwe’s water resource management and
supply capacities.

As with other types of infrastructure assets,
there has been a lack of maintenance of dams
over the past decade. Zimbabwe now faces a
situation where there may be a serious public
safety risk from breach of some of these dams.
The lack of maintenance has also resulted in
loss of large volumes of water that in turn have
affected services to populations dependent on
the supply of water from these dams. Moreover,
a high proportion of the medium- and smallsized dams face operational difﬁculties
because of high levels of siltation that, in turn,
stem from inadequate attention to sustainable
management of watersheds.

of net annual pan evaporation range from
about 1,400 mm in the Eastern Highlands up
to 2,200 mm in the lowveldt. Only 37 percent
of the country receives adequate rainfall for
agriculture. For the rest of the country the
rainfall pattern is insufﬁcient, erratic and
unreliable, making supplementary or fulltime irrigation indispensable for successful
agriculture. In the drier parts of the country,
most rivers are not perennial. Only the major
rivers such as Munyati, Manyame, Mazowe,
Save, and Runde are perennial. However, even
in dry years these large rivers may dry up in
the months of August to November.
A high climatic variability is one of the major
challenges facing Zimbabwe in its management
of water resources. As noted earlier, Zimbabwe
depends heavily on surface water to meet its
various requirements. However, rainfall is
variable and unpredictable. This hydrological
variability is important for Zimbabwe,
given the very small share of cropland that
is irrigated. As discussed elsewhere in this
Chapter, the arable and permanent cropland of
Zimbabwe is about 3,327 thousand hectares,
of which only 11 percent (366,000 hectares)
currently has a potential for irrigation. Current
information is not available for the amount
of land that is currently being irrigated, but

7.3.2

Hydrological and
Climatic Variability

Climatic conditions in Zimbabwe are largely
subtropical with one rainy season, from midNovember to March, a cool winter season
from April to August and the hottest and driest
period from September to mid-November.
Average annual rainfall is 657 mm, but ranges
from over 1,000 mm in the Eastern Highlands
to around 300-450 mm in the lowveldt in
the south. Rainfall reliability in the country
decreases from north to south and also from east
to west. Evaporation varies over the country
to a much smaller extent than rainfall. Values
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estimates for 2002 indicate that 173,500
hectares were equipped for irrigation, but only
124,000 hectares were actually being irrigated.
In other words, only 5 percent of the cropland
is irrigated. Given the substantial declines in
agricultural output in the past decade, and lack
of funding for maintenance of infrastructure,
it is very likely that the area of cropland that
is currently under irrigation has declined from
the 2002 level.
As Figure 7.3 indicates, Zimbabwe faces
year-to-year variations in rainfall that exceed
30 percent of the mean. High seasonal
variability compounds these effects, causing
ﬂoods and droughts. The hydrological
variability experienced by Zimbabwe causes
signiﬁcant economic shocks. As Figure 7.3

3

indicates, the ﬂuctuations in GDP growth
during the 1981-98 period were closely
linked to rainfall variability. As discussed
in Chapter 1, the continual decline in GDP
for most of the past decade stemmed from
the economic policies of the country rather
than hydrological variability. Nonetheless,
it is clear that improved water resources
management is critical to the stability
and security required for sustained strong
economic growth. A number of studies have
been published on the effects of climate
change on agriculture in Zimbabwe, the most
recent by the World Bank.3 The ﬁndings
indicate that climatic variables (temperature
and precipitation) have signiﬁcant effects on
net farm incomes in Zimbabwe (Table 7.4).

See Mano, Reneth and Charles Nchemachena (2007), Assessment of the Economic Impacts of Climate on
Agriculture in Zimbabwe. The World Bank, Washington DC, Policy Research Working Paper 4292, July 2007.
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The results showed that farms with irrigation
are more resistant to changes in climate,
indicating that irrigation is an important option
for reducing the impact of further changes in
climate. Studies for a number of other Southern
Africa region countries have similar results.4
With only 20 percent of renewable water
available each year being used, it is clear
that there is substantial scope for increased
investment in infrastructure to store and
transport water. The storage capacity of the

country remains underdeveloped. As noted
earlier, the total storage capacity of Zimbabwe’s
dams, excluding Lake Kariba is about 9 km3,
which is equivalent to 719 m3 of storage
capacity per capita. This is roughly the same
as in South Africa (Figure 7.4). Zimbabwe’s
share of Lake Kariba accounts for more than 90
percent of the country’s storage capacity, and if
that is included, the storage capacity per capita
increases to 7,500 m3, which is comparable to
the level of storage in North America.

The subsequent consideration in this Chapter
about investment priorities for the decade
ahead includes a review of the Government’s
proposed investment program for new
water storage and transport capacity. To
the extent possible, future water storage

infrastructure should be developed as multipurpose facilities in a basin- or catchmentwide context. In this way, the needs for ﬂood
control, salinity repulsion, development of
irrigation, and environmental requirements
can be addressed.

4

Mozambique’s GDP growth is reduced by more than 1 percentage point annually because of water shocks (World
Bank 2007). In Zambia, a study of hydrological variability found that rainfall variability will cost the country $4.3
billion in lost GDP over 10 years, and it lowers the country’s agricultural growth by 1 percentage point each year
(World Bank 2008).
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7.3.3

Regional Cooperation
on Water Use

The other major challenge for the management
of the country’s water resources relates to
arrangements for sharing the resources of
the major basins that serve countries in the
southern Africa region. As Table 7.1 indicates,
since Zimbabwe is a land-locked country, all
its major rivers are shared with neighboring
countries. Zimbabwe cooperates actively
with other members of the Southern Africa
Development Community (SADC) on the
shared management of the region’s river
systems. The country is a signatory to the
Shared Water Course Systems Protocol, which
provides the basis for the management of
international rivers in SADC. It is also an active
member of the Limpopo and Zambezi basin
commissions which oversee joint management
of these international rivers.
Given the current very low levels of storage
capacity per capita in Sub-Saharan Africa,
the expectation is that many SSA countries
will want to reduce their vulnerability to
hydrological variability through increased
investment in infrastructure for storage and
transport of water. The challenge will be to
strengthen these existing arrangements for
managing the international river basins to
ensure that increased investment in storage
does not cause increased tensions and possible
conﬂict among riparian states.

7.3.4

Pricing Policies for
Water Supply

A major concern in the past decade was the
increasingly large gap between the price of
water charged by ZINWA and the domestic
inﬂation rate. However, the past 18 months
has seen an improvement in the ﬁnancial
position of ZINWA. As Table 7.5 indicates,
revenues from the sale of water were $47
million in 2009. With operating expenses of
$37 million, net operating income was $10.4
million. As a result, ZINWA had an operating
proﬁt margin of 23 percent – one of the

better performances in 2009 among the nine
parastatals involved with infrastructurerelated service provision. Water prices in
2009 were sufﬁcient to cover operating
costs, but a provision of $11 million for bad
debts resulted in negative net income of
about $600,000.

Going forward, ZINWA must address three
particular ﬁnancial concerns. The ﬁrst is
that it had some $27 million of accounts
receivable, including a substantial amount
due from public sector agencies. The average
collection period for these accounts was 220
days. A reduction in the average collection
period to 30 days would generate about $20
million of additional receipts, sufﬁcient to
reduce accounts payable to more manageable
levels. The second issue is that the level of
maintenance spending by ZINWA is low.
In 2009, ZINWA reported outlays of only
$540,000 on maintenance of the publicly
owned dams for which it is responsible.
Among the 250 major dams in the country,
those owned by the Government account
for more than 80 percent of the total storage
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capacity of all dams (excluding Lake Kariba).
As Annex Table 3.15 indicates, the capital
value of the dams managed by ZINWA is
estimated to be about $700 million at the
present time. With routine maintenance and
repair estimated at 4 percent of their capital
value, the current level of maintenance
spending by ZINWA should be in the range
of $30 million a year. A substantial increase
in maintenance outlays on existing and
proposed new dams will be required in the
decade ahead. A detailed assessment of these
future maintenance requirements is set out in
Annex 3.F.
The third concern stems from the abovementioned inadequate levels of maintenance
spending by ZINWA. It would appear that
the tariffs for raw water supply are low in
comparison with other countries that also price
water on a volumetric basis for agriculture. In
a recent study of irrigation potential in SubSaharan Africa, the working assumption for
an evaluation of the feasibility of large scale
investment in irrigation was that the cost of
water delivery and conveyance was $0.25 per
m3 (World Bank 2010). Another study cited a
price of $0.065 per m3 for irrigation water in
a Tunisian irrigation project.5 These compare
with the raw water price for commercial
agricultural estates reported in Table 7.6
of $0.01268 per m3 (equal to $12.68 per
million liters) — a level that is one ﬁfth of
the Tunisian example. A further complication
is that the raw water supply of ZINWA is
not metered.6 The low prices for raw water
reduce the revenues of ZINWA. While
ZINWA recorded a net operating income of
$10.4 million in 2009, the surplus came at
the expense of an allocation of only $540,000
for maintenance and repair of dams that, in
turn, stemmed from the very low raw water
charges for various user categories.

5
6

The implication is that ZINWA will need to
increase the price charged for raw water if it is
to cover operating costs that include realistic
levels of maintenance spending on water
resources infrastructure while at the same time
continuing to generate a ﬁnancial surplus that
would be available to cover some of the capital
costs of the program.

7.3.5

Proposed Action Plan
for Management of
Water Resources

With a 30 percent increase in urbanization
in the decade ahead and sustained economic
growth, demand for water will continue to
grow steadily. As noted elsewhere in this
Report, demand has exceeded supply capacity
throughout the past decade. The challenge
for the decade ahead is to close this gap with
rehabilitation of existing WSS facilities,
increased investment in new infrastructure
for water storage and transport, and improved
conservation of existing resources. These
measures will need to be complemented by
improved institutional arrangements for
management of water resources and service
delivery and improved cost recovery in

Easter, K. William, and Yang Liu (2005), Cost Recovery and Water Pricing for Irrigation and Drainage Projects.
Agriculture and Rural Development Discussion Paper 26, World Bank, Washington DC, 2005.
The price is calculated from the maximum capacity of pumps working for a speciﬁed period of time. In the event
that a pump is not working or a raw water source is not available, the charges continue to apply.
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the sector. Without substantial additional
investments in water resource infrastructure,
including storage and transport capacities, it
is very likely that water demand will continue
to exceed supply and, as a result, the current
unregulated use of water resources will
persist.
Future demand for water. Reliable
estimates of the current use of water resources
for agriculture, mining and industry, and
domestic purposes are not available. The
annual drawn-down of renewable resources of
4.2 million km3 reported by FAO for 2002 is
the most recent information available. There
are no up-to-date estimates of water use for
irrigation, industry, and households. Nor are
there any projections of likely future use.
For the purposes of this Report, a very rough
estimate of current water use has been made,
along with a projection of the growth in use
for the decade ahead. Annex 3.C contains
a detailed outline of the assumptions that
underpin these projections.
Given the very substantial declines in
agricultural and industrial production in
the past decade as discussed in Chapter 1
of the Report, and the 16 percent decline in
household access to safe water during 2002-

09, the current annual drawdown of water
resources has declined since 2002, although
the full extent of the decline is not known with
any degree of accuracy. Table 7.7 suggests
that the current level of water use is about 50
percent of the 2002 level, largely because of a
sharp decline in the use of irrigation. A decade
ago some 50,000 tons of wheat was cultivated
under irrigation, with annual production in the
range of 300,000 tons. Current levels of wheat
production are in the range of 10,000 tons a
year, implying a very large decline in the use
of irrigation. The second most important crop
under irrigation at the start of the decade was
sugar cane, with about 35,000 hectares under
cultivation. Current levels are about half that
of 2000.
Overview of proposed Action Plan. The
Report sets out a proposed Action Plan for
water resource management in Zimbabwe in
the decade ahead. The emphasis at this stage
is on strengthening capacities within the sector
and the further development of the country’s
water resources. Once the basic stock of
water infrastructure has been developed, the
emphasis would shift to management of these
resources. The key elements of the proposed
program are:
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• A program of analytical studies, technical
support and capacity building for
institutions with responsibilities for water
resource management.
• An inspection program for all of the major
dams in the country to assess risks to public
safety, extent of water losses, and extent of
siltation.
• A rehabilitation program to remedy
deﬁciencies in existing water infrastructure.
This component of the program would
include rehabilitation of existing dams,
water transport facilities such as canals and
pipelines, and water treatment plants.
• Drilling and hydrological investigations
and expansion of hydrological stations to
provide basic information for improved
management of the national water resources.
• Expand availability of raw water with
construction of additional water supply
infrastructure, including completion of
dams whose construction was discontinued
in the past decade because of funding
shortages, new dams and water transport
facilities, and treatment plants.
Capacity building and technical support. A
clear strategy is also required to address the
vulnerability of the Zimbabwe economy to
water shocks and the constraints to growth and
poverty reduction imposed by an inadequate
stock of water infrastructure. A multi-pronged
approach to technical support and capacity
building is proposed. The Report proposes the
preparation of a water resources strategy for
the country. The main thrust of the assessment
would be as follows:
• Analysis of future water demands by sector,
including speciﬁc demands of major new
investment projects;
• Analysis of water infrastructure investment
needs consistent with the foregoing demand
analysis;
• Identiﬁcation of priority investment
requirements and opportunities;
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• Financing options for the proposed program;
• Development of a consensus among
stakeholders on the way forward.
The second element of the strategy would
focus on a range of interventions designed
to strengthen the policy framework for water
resources management, including in particular:
(i) development of an appropriate regulatory
framework for water resources management
that includes processes for permits and
standards in construction of dams and other
hydraulic infrastructure, dam safety, and
water licensing; and (ii) a clear institutional
framework for integrated management of the
nation’s water resources that includes deﬁnition
of institutional roles and responsibilities, and
processes for prioritizing major investments
that support improvements in integrated
water resource management. In the past
decade, there has been substantial unregulated
development of the main river basins of the
country, including for example, extensive
artisanal mining activities along rivers. These
unregulated activities have led to deterioration
in water quality and may pose increasingly
important threats to ecosystems and human
health. Given the magnitude of investments
in water resources, consideration should also
be given to promotion of possible private
investment in major dams and pipelines that
would contract with ZINWA for the supply
of water. The proposed Action Plan includes
$27.5 million of funding for an assessment
of the requirements for such investment and
a transaction advisory team for the design
and negotiation of speciﬁc proposals. (As the
discussion in Chapter 4 indicates, the cost of
these services is typically about 2 percent of
the capital cost of the proposed investments.)
These policy and institutional initiatives will
require support for capacity building. Currently,
many water-related policies and programs are
poorly integrated and not well coordinated.
Capacities for planning, monitoring, and
oversight of the water resources sector are
weak. The objective of this part of the program
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would be to strengthen capacities for water
resource development and management,
including coordination among agencies within
the sector and cross-sectoral coordination,
pricing policies for water supply, as well as
capacities to monitor water resource use and
compliance consistent with the provisions of
the Water Act and related legislation.

The Report proposes a total of $55.5
million for these studies, technical support,
and capacity building initiatives for the decade
ahead. As Chapter 3 indicates, particular
attention would be given to strengthening
institutional capacities for regulation and
oversight of the management and use of the
country’s water resources.

Inspection program for major dams. A high
priority is attached to an inspection program
for all of the major dams in the country to
assess risks to public safety, extent of water
losses, and extent of siltation. The objective
is to avoid the risk of loss of lives, property
damage, and overall public peril from
breach of dams. Priority would be given
to inspection of the 250 large public dams
with holding capacities of 1 to 6 million

m3. Under the MDTF-A, the World Bank
is providing technical assistance to ZINWA
for safety inspections of 25 large dams in
Zimbabwe that are known to have problems
and a potential for damage in the event of
failure. The budget for these services is
$400,000. These activities will provide early
information of rehabilitation requirements for
these 25 dams. However, the other 225 large
public dams need to be assessed as well. The
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inspection of these dams would be undertaken
by highly qualiﬁed and experienced dam
engineers, if need be recruited internationally.
ZINWA would be expected to undertake a
phased inspection program of all medium
and small dams using its own technical staff.
The resulting safety reports would provide
the basis for decisions about rehabilitation
requirements and priorities among the dams
that require rehabilitation. A total of $5
million is proposed for this program.
Rehabilitation
of
water
supply
infrastructure. The development of reliable
estimates of the possible cost of rehabilitation
of the 250 large public dams must await the
ﬁndings of the proposed inspection program.
Once that becomes available it will be
possible to set out a proposed rehabilitation
program for implementation in the decade
ahead. However, the Government has put
forward a number of proposals, including
rehabilitation of the 538 supply stations
operated by ZINWA, repair and rehabilitation
of pipelines, canals for provision of raw water,
and related treatment plants. The estimated
cost of these projects is $9.13 million (See
Annex Tables 3.5 and 3.6 for details on these
proposals).
Hydrological investigations and data
collection. A major effort is required to
rebuild Zimbabwe’s once comprehensive
water resource data gathering and monitoring
network. Detailed and up-to-date information
on hydrological and hydro-geological
conditions is essential for effective planning,
development, and exploitation of water
resources, as well as effective management
of water allocations among competing users
and monitoring of water quality. A total of $2
million is proposed for this program.
Expansion of water storage and supply
capacity. As Table 7.7 indicates, the level of
water use is expected to recover in the nearterm with increased emphasis on rehabilitation
7

of the water resource infrastructure. By 2015,
water use is projected to be back to the levels
that prevailed a decade ago. By 2020, total
water use is projected to be about 6.74 million
km3 — a 60 percent increase over the level
of 2002. For the near- and medium-term, the
strategy is to rehabilitate existing storage and
transport infrastructure and get the utilization
of existing storage capacity back to about 45
percent. Among other things, the rehabilitation
program would give close attention to reducing
the current extensive water losses that stem
from leakage at dam sites and from pipelines
and canals.
The large increase in water use in the latter
part of the decade ahead will require addition
water storage and transport capacity. As Table
7.7 indicates, new storage would be required
from about 2015 onwards and by 2020 an
additional 5.75 million km3 of capacity
would be required to meet these demand
projections. The Government has proposed
a list of some 13 dams for completion in the
decade ahead.7 These would add about 5.965
million km3 of new capacity at an estimated
cost of $614 million (at 2009 constant prices)
— sufﬁcient to meet the projected demand
in Table 7.7. Contracts had been awarded
for the construction of 11 of these dams
in the past decade, and construction had
begun on a number of them. As a result of
the Government’s past ﬁnancial difﬁculties,
work on these 11 dams was discontinued. As
Table 7.8 indicates, about $350 million of
the program is reserved for single purpose
dams that supply irrigation water. These
dams would increase storage capacity for
irrigation by 4.05 km3 which would add
substantially to the current annual use of
3.32 km3 of water for irrigation. Only three
of the projects listed in Annex Table 3.5
are classiﬁed as multipurpose dams. The
construction cost of these dams is put at $46
million.

Government of Zimbabwe (2010), “Project Summaries Under the Government’s Investment Proposals for the
Water Sector in Zimbabwe”, Harare, July 2010
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Annex Table 3.11 includes a number of projects
put forward by the Government to rehabilitate
and expand the water transport infrastructure of
the country. The current deﬁciencies in the water
transport infrastructure are well known. Without
a substantial increase in these capacities, the
economic beneﬁts of new storage capacity
will be reduced. The Government’s proposed
expansion of the country’s water infrastructure
includes $1.4 billion (at 2009 constant prices)
for water transport infrastructure. As Annex
Table 3.11 indicates, four new pipelines are
proposed, the most important of which is the
400 km Zambezi River-Bulawayo pipeline.
The draft national budget for 2011 calls for
the construction of the $1.2 billion ZambeziBulawayo pipeline to commence in 2013. Other
high priority projects are the Mtshabezi pipeline
to Bulawayo, and the Kunzvi and TokweMkosi
dams. The budget proposes that construction of
these projects begins in 2010-11.

7.4

IRRIGATION AND
INDUSTRIAL USE
OF WATER

7.4.1

Exploiting the Potential
for Irrigation

More than 60 percent of the population lives in
rural areas and depends primarily on agriculture
for their livelihood. Zimbabwean soils are
derived predominantly from granite and are
often sandy, light textured, and of fair agricultural

potential. However, soils with signiﬁcant clay
content and of excellent agricultural potential
are also found in all regions of the country,
including Natural Farming Regions III, IV
and V that receive relatively small amounts of
rainfall in most years (see Map 7.2).
Irrigation is of particular importance for
successful crop production these three regions.
Even in Regions I and II, which typically receive
larger amounts of rainfall, supplementary
irrigation is important because mid-season
droughts are common. The major irrigated
crops in the country are wheat, cotton, sugar
cane, tobacco, soybeans, fruit, vegetables, and
maize. Supplementary irrigation is also used
to extend the growing season of certain crops,
such as tobacco and cotton. Crops grown under
irrigation constitute almost half the total value
of marketed production. Crop yields under
irrigation are also higher than those grown
under rain-fed conditions.
Investment in irrigation facilities has a long
history in Zimbabwe. Before independence in
1980 the then government invested heavily in
dam construction and irrigation infrastructure,
although this mainly beneﬁted large-scale
commercial farmers. From 1980 onwards,
the government recognized the importance of
extending the beneﬁts of irrigation to the smallscale farming sector. Intensiﬁed efforts were
made in the ﬁrst two decades after independence
to expand these services. A variety of
arrangements have been used for the program.
Up-to-date estimates of the extent of irrigation
were not available at the time this Report was
prepared. According to the FAO (2005), at the
end of the 1990s, the industry was organized
along the following lines: (i) farmer-managed
schemes accounted for 50 percent of the
number of irrigation schemes in the country; (ii)
government-managed schemes accounted for
32 percent; and (iii), jointly managed schemes
accounted for the remaining 18 percent.
The irrigation potential of the country
is substantial. Zimbabwe has a total of
3,327 thousand hectares of arable and
permanent cropland, which is about 9
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percent of the total land area of the country.
According to the FAO, the overall area of
soils in Zimbabwe classiﬁed as irrigable is
estimated at 600,000 hectares, of which the
currently estimated irrigation potential is
estimated at 365,624 hectares – equivalent
to about 11 percent of the total cropland
of the country. Opportunities also exist in
the country for the cultivation of wetlands
or dambos. These cover a national area of
1.28 million hectares according to the FAO
(2005), of which about 260,000 hectares
are in communal areas, with the remainder
in commercial farming areas. About 20,000
hectares are cultivated in communal areas.
There is no national legislation and policy to
promote the sustainable use of these areas.
In 1999, the total equipped area under
irrigation was estimated at 173,513 hectares,
equivalent to about 5.2 percent of the total
cropland.8 At the time of the FAO estimate,
about 49,650 hectares was equipped for
irrigation but was not functional because of
damages to the equipment. That left about
123,870 hectares as the operational area under
irrigation in the country — equivalent to about
one third of the area identiﬁed as suitable for
irrigation.
Most formal irrigation schemes in the
country depend on water stored in small- and
medium-sized dams. Other important water

8
9

sources are boreholes and deep wells, direct
diversion of river water, shallow wells and
springs, and sand abstraction systems.9

7.4.2

Proposed Action Plan
for Irrigation

The MTP emphasizes the importance of
irrigation. The implication is that wherever
possible, agriculture in the country will be
irrigation-based. As Table 7.8 indicates,
the Government has proposed $350 million
of new investment in sole purpose dams
for irrigation in the decade ahead. If these
projects were to go ahead, they would add
about 4 million km3 to the existing irrigation
water storage capacity of the country. The
proposed Action Plan includes $2 million
for detailed feasibility studies for each of the
seven single purpose irrigation dams listed in
Annex Table 3.10. These assessments would
need to determine the economic and technical
feasibility of the projects and whether any of
the dams can be designed to operate as multipurpose dams.
A number of technical studies of various
aspects of water resources management are
proposed as part of the Action Plan, all of
which have important implications for the
design and implementation of the proposed
program for irrigation. These are listed in
Figure 7.5 above.

The area subject to dambo irrigation is not included in these ofﬁcial estimates. Informal estimates put the area
involved in the range of 20,000 to 50,000 hectares.
Sand abstraction systems extract water from sand layers in river beds through a network of perforated pipes buried
in the river bed that collects water into a sump from which it is then pumped.
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7.5

WATER SUPPLY
FOR URBAN AND
RURAL AREAS

7.5.1

Increased Access to
Improved Water

At independence in 1980, about 10 percent of
the population, predominantly in major urban
centers, had access to improved water supplies.
In other words, among the total population
of 7.282 million people, about 730,000 had
access to safe water. In 1982, Zimbabwe
adopted the declaration of the International
Decade for Drinking Water and Sanitation.
Under this program the Government set out to
provide every household with protected water,
with the source located at a maximum of 500
meters. The commitment led to the adoption
of the National Master Plan for Rural Water
Supply and Sanitation (NMPWS&S) in 1985
and the Integrated Rural Water Supply and
Sanitation Program (IRWSSP). During the
period 1980-2000, Zimbabwe registered one
of the highest rates of growth in water supply
and sanitation services among all developing
countries. With 100 percent coverage for urban
areas by 2000, Zimbabwe was a world leader
in provision of urban water supply services
among developing countries. In these two
decades, the urban population increased from
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1.6 million to 4.2 million. The authorities in
Zimbabwe planned for urban resettlement and
most areas were provided with water supply
(and sanitation) facilities. In contrast to many
Sub-Saharan countries, there were only a few
isolated cases of “urban squatter settlements”
in Zimbabwe at that time. The dramatic
improvements in access to water were not
conﬁned to urban areas. By 2000, 77 percent
of the rural population had access to improved
water supplies, compared with an average of
41 percent for Sub-Saharan Africa.
As Table 7.9 indicates, within the Southern
Africa region only Botswana and Namibia had
100 percent access to improved water in urban
areas by 2000. And in the case of rural access
to improved water, only Botswana, Lesotho
and South Africa had higher levels of access in
2000. These dramatic improvements stemmed
from strong government leadership in the
sector with support from the international donor
community, NGOs, and local stakeholders.
During this period, rural water (and sanitation)
programs were funded by bilateral aid programs
and NGOs under the coordination and direction
of the National Action committee (NAC) that
had been created by the Government. Urban
programs were supported by the international
donor community led by the World Bank, and
were co-funded through the Public Sector
Investment Program (PSIP) of the Government.
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7.5.2

Collapse of Water Services
and a Cholera Epidemic

The year 2000 was a turning point in the
provision of water services to urban and rural
communities in Zimbabwe. Zimbabwe fell
into arrears in its debt service obligations to
the donor community and this led to closure
of most international assistance programs,
including donor support for water supply (and
sanitation) services. In the ensuing decade,
there was a rapid decline in the quality of
water services that were provided, along with a
reduction in the number of people with access
to improved water. There was virtually no new
investment in service delivery for most of the
past decade. Moreover, with only minimal
levels of spending on maintenance and repairs,
the condition of the existing infrastructure

deteriorated steadily. As Figure 7.6 indicates,
access to safe water in urban areas levelled
off in the 1990s and then began to decline in
the past decade. In rural areas, the contraction
in access began several years earlier than
in urban areas. The extent of the decline in
service coverage is not known with any degree
of accuracy. These various estimates do not
give the complete picture about the decline.
There has also been a signiﬁcant decline in
the quality of urban and rural services (poorer
water quality, intermittent supplies, and longer
walking distances). The full extent of the
deterioration became clear in August 2008 with
the onset of the nationwide cholera epidemic
that resulted in more than 100,000 cases of
cholera and about 4,300 deaths. The national
outbreak spread to most districts in the country
and to neighboring states.

Estimates of the current levels of access to
water vary according to the source and timing
of the surveys undertaken. Table 7.10 reports on
recent estimates made by the Joint Monitoring
Program (JMP), the National Action Committee
(NAC), and the Vulnerability Assessment
Committee (VAC). The WHO/UNICEF Joint
Monitoring Program (JMP) presents a relatively
optimistic assessment, whereas the estimates of
government agencies are more pessimistic. A
second, considerably more pessimistic, scenario

uses coverage data derived from local surveys
and inventories of infrastructure. Derived from
MOHCW data on sanitation coverage, the
NAC inventory and urban council estimates
that in 2008 only 46 percent of Zimbabweans
had access to improved drinking water. A third,
less gloomy assessment, was completed in May
2010 by the VAC. According to this assessment,
the national average for access to safe water
is 67 percent and for rural areas the average
is in the range of 63 to 77 percent. Although
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no estimate was provided for urban areas, the
urban population data used in this Report gives
an implied estimate for urban areas in the range
of 51 to 74 percent. For the purposes of this
Report, it was assumed that in 2009, 75 percent
of the urban population and 67 percent of the
rural population had access to safe water. The
implied national average for 2009 was therefore
70 percent. These assumptions are broadly
consistent with the VAC estimates in Table 7.10.

Rapid assessments of urban services undertaken
in 2009 by the donor community give a clear
picture of failure of waste water treatment
plants, with efﬂuent and raw sewerage entering
the rivers and dams. Lack of water ﬂow led to
frequent blockage of the sewerage systems.
Water treatment plants were found to be
dysfunctional and many distribution systems
were found to be in need of repair. As service
levels deteriorated so too did revenue collections,
with unaccounted-for water at 40 to 50 percent
of supply. In rural areas, lack of maintenance and
government provision of spare parts meant that
an increasingly large number of rural boreholes
and wells —the cornerstone of the rural water
supply network — stopped functioning.
What is clear at this stage is that without
restoration and a strong recovery in the WSS
sector, Zimbabweans will continue to face the
risk of further cholera outbreaks with more
deaths and illnesses, and negative impacts on
livelihoods, industry, tourism, food production
and agriculture, pollution of rivers and
water courses.

7.5.3

Rebuilding Water Services:
The Challenges Ahead

7.5.3.1

Rehabilitation of the Existing
Water Distribution Network

The cholera epidemic resulted in a substantial
international response with the provision of
humanitarian assistance. Since the outbreak of
cholera in 2008, the primary focus of the donor
and NGO communities has been on emergency
support to contain the disease and its possible
recurrence. A Water, Sanitation and Hygiene
(WASH) cluster of donors was created in 2008 to
coordinate the international response. UNICEF
has played a leading role in coordinating these
activities. An Emergency Rehabilitation Program
was drawn up in 2008, the focus of which was
supplying chemicals to local authorities in
urban centers, drilling boreholes, and cholera
educational programs. Rapid assessments were
undertaken in urban centers and these laid the
basis for a planned program of support for 15
urban settlements. With strong support from
donors, the NGO community is reported to have
provided an estimated $85 million of emergency
assistance in 2009 for these programs.
With the worst of the epidemic under control
by the latter part of 2009, the challenge now is
to rebuild the urban and rural water supply and
sanitation infrastructure and strengthen local
government capacities for service delivery.
There has been a series of assessments by
members of the WASH cluster. In the latter
part of 2010, the World Bank proposed a
program of some $216 million for high priority
interventions in the urban water and sanitation
sector and a companion program of about
$190 million of support for the rural WSS
program.10 In early 2010, the WASH cluster
issued a report on the current status efforts
to rebuild WSS infrastructure and services
in Zimbabwe.11 The CSO report included an

10 World Bank (2009), “Joint Aide-Memoire of the Multi-Sectorial World Bank Missions, October 5-November 12,
2009.” Zimbabwe: Priority Investments and Policies in Infrastructure. World Bank, Washington DC, 2009. See
also Annex E to this report: “Zimbabwe: Water and Sanitation Sector Budget Review.”
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estimate of the expenditures that would be
required to meet the MDG goals, either by 2015
or at a later date. The estimates are reported
as annual expenditure requirements needed to
meet the goal. These are reproduced in Figure
7.7, which indicates that the required annual
capital outlays for the water sector are about

$450 million a year, the largest component of
which is an annual outlay of $300 million for
rehabilitation of existing assets. The report
does not provide separate estimates for the
total funding required for new connections
and facilities, or for the related total cost of
replacement and rehabilitation expenditures.

In the absence of detailed assessments of
rehabilitation requirements for all major urban
and rural areas, there is a degree of uncertainty as
to the required amount of work that is required
and its cost. For the purposes of this Report, rough
estimates have been made for the current value of
the urban and rural water supply infrastructure.
The estimates put the total value of these assets
at about $800 million on a replacement cost basis
with the urban component put at about $530
million. The working assumption in this Report
is that a substantial part of the urban and rural
water supply and distribution networks require
rehabilitation and/or replacement. The Report
therefore puts the rehabilitation and replacement
requirements for urban areas at $250 million,
which is broadly in line with the CSO estimate
in Figure 7.7. A portion of these needs is already
being met by the donor community. In response

to the results of the rapid assessments of about
20 towns and cities made in 2009, donors
committed a total of about $45 million for high
priority rehabilitation and replacement in these
communities. In the case of the rural water supply
network, the replacement cost of the present
network is estimated at about $130 million. For
the purposes of this Report it is assumed that
$100 million is required for rehabilitation and
replacement of the existing network.
7.5.3.2

Choice of Technologies in
Urban and Rural Areas

There have been important changes in the relative
importance of various sources of water over
the past two decades, in part in response to the
deterioration in service delivery capacities (Table
7.11). The recent report by WHO/UNICEF
provides a detailed analysis of these trends.12

11 UNICEF et al (2010), Country Status Overview: Zimbabwe. Nairobi, Kenya, Draft 1, 30 March 2010.
12 WHO/UNICEF (2010), “Estimates for the Use of Improved Drinking-Water Sources.” Joint Monitoring
Programme for Water Supply and Sanitation. WHO/UNICEF, Zimbabwe, March 2010.
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In the case of urban areas, more than 90 percent
of the population using improved water has had
access to piped water in the past two decades,
although there has been a small reduction in the
relative importance of this source and an increase
in the use of stand posts, wells, and boreholes in
urban areas. Increased use of the latter facilities
in urban areas reﬂects the erosion in capacities
of utilities to provide piped water services
and declining capacities of local governments
to plan for growth in urban populations. In
the past decade, the urban population of the
country increased by about 540,000 persons. In
rural areas, wells and boreholes accounted for
two-thirds of the sources of water used in the
1980s, but this dependence increased steadily
to more than 80 percent by 2008. At the same
time, there has been a steady decline in the use
surface water and other sources of unimproved
water. These are encouraging trends.
These types of access to water services in
Zimbabwe are in stark contrast to the situation
in many other African countries. According
to the World Bank (2010), for 2001-05, 39
percent of urban dwellers in SSA had access
to piped water, with almost 50 percent using
stand posts or wells and boreholes. In rural
areas about 50 percent of the population used
stand posts, wells or boreholes, and 42 percent
used surface water.
The increased use of wells and boreholes
in both rural and urban areas raises a number
of policy issues for the future development of
these resources. There appears to be extensive
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unregulated access to these groundwater
resources that may raise issues concerning
the most effective choices for use of this
water. Large numbers of private wells or
boreholes may prevent municipalities from
achieving economies of scale in groundwater
exploitation and for ensuring that
groundwater can provide back-up supplies
in times of drought. The potential problems
associated with the effective management of
these aquifers are illustrated by the manner in
which the Harare Aquifer is being used. As
Table 7.12 indicates, permits issued for use of
water from the aquifer were about 14 million
m3 in 2007, but the estimated actual level of
withdrawals was put at about 57 million m3,
or 96 percent of the recharge volume. There
is an urgent need for a careful assessment of
the extent of groundwater withdrawal in the
country and the vulnerability of these aquifers
to pollution from the land surface, especially
in urban areas.
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7.5.3.3

Institutional Capacities and
Performance of Service Providers

As noted earlier, urban councils and ZINWA
are responsible for service provision in urban
areas. ZINWA provides bulk water supply to
many cities and towns, and in those towns
where the local authorities either cannot, or do
not wish to, assume responsibility for service
provision, ZINWA operates the water supply
systems. Councils manage services from
municipal water and sewerage departments
and derive revenue from water sales. There are
no independent or autonomous water utilities
in Zimbabwe, although larger municipalities
can access capital from ﬁnancial markets. The
provision of urban water services has been
characterised by a considerable degree of
independence. Local authorities are responsible
for ensuring provision of adequate water
supply within their jurisdictions. Generally,
municipal departments are responsible for
delivering services, operating and maintaining
facilities, collecting revenues and managing
expenditures.
There appears to be a need for careful
assessment of three aspects of these institutional
arrangements as a part of the ongoing
effort to forge a strategy for institutional
development for the decade ahead. First, the
requirement that ZINWA is a service provider
for small towns and other communities
should be reviewed. The experience of recent
years suggests that the urgency of service
provision in these communities has diverted
ZINWA attention and resources from its
primary mandate which is the development
and management of the country’s water
resources. Consideration should be given to
alternative arrangements for the provision of
services to the towns and communities that
are currently the responsibility of ZINWA.
Second, there is scope for promoting greater
private sector involvement in the provision
of services in the major urban areas of the
county. Consideration should be given to
creation of autonomous water utilities in
these major centers that are privately owned

or operated under management contracts by
private entities. As the subsequent discussion
indicates, full implementation of the proposed
program would mean that the number of
people with access to water services in
urban areas will increase from 3.6 million in
2010 to 6.2 million by 2020. This very large
increase will impose substantial strains on
the capacities of urban councils for service
delivery at acceptable standards.
The same concerns arise in the case of
service provision in rural areas. With full
implementation of the proposed program, the
number of connections in rural areas increases
from 5.3 million in 2010 to 8.0 million by
2020. The existing arrangements for service
provision in rural areas involve overlapping
responsibilities that are shared among the
MTCID, MLGRUD, MOHCW, ZINWA and
DDF. Effective monitoring and evaluation of
the performance of the rural program faces
challenges similar to those in urban areas.
7.5.3.4

Price Policy and Cost Recovery

A comprehensive set of ﬁnancial accounts
for the provision of water (and sanitation)
services for urban and rural communities was
not available at the time of writing this Report.
An assessment of the operating revenues and
expenses of the various service providers
were therefore not possible. The World Bank
(2010) reports that average water tariffs
in Sub-Saharan Africa are about $0.67 per
cubic meter, two-thirds of the cost recovery
threshold of just over $1.00 per cubic meter.
The same report indicates that tariffs of about
$0.40 per cubic meter are generally considered
more than adequate to cover operating costs in
most developing country contexts. The high
operating costs within sub-Saharan Africa
reﬂect inappropriate choices of technologies,
low population densities, and high costs
of inputs.
The cost of treated water is an important
determinant of the overall cost of service
provision, especially for those communities
that have access to piped water. As Table
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7.11 indicates, about 90 percent of the urban
population that has access to improved water
use piped water. Table 7.13 reports on the cost
of treated water provided by ZINWA to various
categories of consumers. Consideration is
being given to increases in these rates. This
would include increases in the ﬁxed monthly
fee plus introduction of a price range for the
variable part of the formula; for example, in
the case of high density domestic consumption,
the ﬁxed price would increase to $7 per liter
and the variable price would range from $0.4
to $1.29 per liter.

Anecdotal evidence suggests that the
municipalities responsible for service
provision in Zimbabwe may be pricing water
services below the cost of service provision,
although the full extent of the under-pricing
is not clear at this stage. In the case of the
City of Bulawayo, the ﬁxed monthly fee paid
by consumers is substantially lower than the
ZINWA ﬁxed fee for supply of treated water
(Table 7.14). There is a compelling case for
reassessment of water prices charged by the
municipal service providers and arrangements
for cost recovery. Continued large operating
losses will perpetuate the current problem
of insufﬁcient funding for maintenance and
operation of the facilities and service, thereby
setting up conditions that will require another
large round of rehabilitation expenditures
several years from now.
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The Ministry of Water Resources
Development and Management (MWRDM),
has recognized the need to review and update
procedures for adjusting tariffs for water and
sanitation services to take into account changes
in the economic situation in which service
providers now operate and advances in thinking
on tariff and subsidy issues since Zimbabwe’s
water tariff structures were designed. The
Ministry has requested assistance from the
World Bank to support a tariff study due to
start in early 2011.

The objective is to assist the Ministry of Water
Resources in developing guidelines for tariff
setting that will allow for full cost recovery,
taking into consideration affordability and
social constraints. Among the principles
which should guide tariff setting are the
following: (i) provision for full cost recovery
to ensure ﬁnancial viability of service
providers and to enable them to fund ongoing
maintenance of facilities and renewal and
replacement of assets from revenues and
attract funding for expansion and upgrading
of service over time; (ii) ﬁnancial and
managerial autonomy of service providers
with full accountability to stakeholders;
(iii) incentives for efﬁciency and quality
performance by service providers; (iv)
incentives for efﬁcient use of water resources
by customers; (v) affordability, (vi) equitable
cost sharing across categories of customer;
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(vii) transparency in provision of subsidies;
(viii) ease of understanding bills; and (ix)
transparency and stakeholder participation in
the tariff setting process.
7.5.3.5

Clariﬁcation of Responsibilities
for Rural Services

Zimbabwe was a forerunner in establishing
a
system
of
government/community
collaboration for the management and
maintenance of the rural WSS infrastructure
in the 1980s and 1990s. These arrangements
involved community water point committees,
pump-minders, and DDF maintenance
units. In the past decade, these maintenance
arrangements broke down. The 2004 WASH
inventory estimated that 75 percent of the
47,000 hand pumps in the country were not
functioning. There is broad agreement that the
condition of rural assets has eroded further,
except in those areas where NGOs stepped in
with programs to maintain and or rehabilitate
systems. Pilferage has affected many of the
rural water systems. The challenge now
is to re-establish an effective policy and
system for provision of maintenance and
spare parts. This involves clariﬁcation of
ownership of rural assets. The position taken
in this Report is that ownership of rural assets
should devolve to local authorities along
with responsibility for the maintenance and
operation of these assets.
The other area of concern relates to
arrangements for ﬁnancing of rural services.
In the past, there have been efforts to use the
Rural Capital Development Fund (RCDF)
as the main instrument for rural water (and
sanitation) ﬁnancing. The RCDF holds
transfers from the Treasury and allocates
these funds to agreed projects, based on
national criteria. Funds can be disbursed to
contractors who win tenders, or transferred
to those Rural District Councils (RDCs) that
are deemed to have the requisite capacity for
these activities. The District Development
Fund (DDF) has also received capital and
recurrent budgets for drilling operations and

O&M expenditures. With the deteriorating
economic conditions of the past decade, these
transfers declined sharply, and according to
the recent WHO/UNICEF Country Status
Overview,
Government-led
ﬁnancing
processes had become dormant. Subsequently,
a number of channels have been used and in
the 2010 budget process, requests for funding
for the rural WSS program were put forward
by MOHCW, MTCID, DDF and MLGRUD.
At the same time, off-budget ﬁnancing by
donors and NGOs increased substantially
after the cholera outbreak in 2008. In its 2009
review, the World Bank proposed that the role
of the RCDF be revived to allow pooling of
funds into a single facility for rural areas.
The position taken in this Report is consistent
with the World Bank proposal.
7.5.3.6

Choice of Targets for Access
to Improved Water

The MDGs were inaugurated by a resolution of
the 55th session of the United Nations General
Assembly in September 2000. The targets
were to be achieved over a 25-year period
from 1990 to 2015. Zimbabwe embraced
the targets and incorporated them into the
policy framework for the water and sanitation
sector. This included halving the proportion
of people without access to safe drinking
water and sanitation by 2015. The November
2004 Macroeconomic Policy Framework
of Zimbabwe subsequently adopted revised
targets for 2015, the objective of which was
to have 100 percent access in both urban and
rural areas at that time.
Because of capital and implementation
constraints, there is considerable uncertainty
about the prospects for meeting these goals
by 2015. Meeting the 2015 MDG targets
for access to improved water would require
capital outlays of about $380 million
during 2011-14 (at 2009 constant prices).
Meeting the 2004 mandated national targets
would require an additional $80 million
over the four-year period. Achievement of
these targets will, in all likelihood, require
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ﬁnancial support from donors. In the event
that Zimbabwe launched an arrears clearance
process with the international donor
community in 2011, a substantial amount of
donor support for improved water services
in urban and rural areas would very likely
be forthcoming, but until there is clarity on

the arrears clearance process, the prospects
for substantial amounts for donor support
for rehabilitation and expansion of the water
distribution network are uncertain. Given
these uncertainties, the position taken in this
Report is that the MDG goals would be met
by 2020 (Figure 7.8).

7.5.4

on expanding the on-going program of support
for rehabilitation of the existing urban and
rural network. An amount of $325 million is
proposed for this part of the program which
would be implemented as a matter of priority
and would be completed by 2014, or sooner,
depending on the availability of funding. This
program would replace or rehabilitate existing
water infrastructure, including for example,
water treatment plants, distribution lines,
and boreholes and standpipes in urban and
rural areas.
At the same time, a program to expand
connections to improved water sources would
be implemented. The objective would be to
have 100 percent of urban dwellers with access
to safe water by 2020, and 85 percent of rural
inhabitants with access to safe water. The latter
would make use of boreholes and wells to meet
these objectives. The program would aim to
reduce the dependence on unprotected sources
of ground- and surface-water in rural areas

An Action Plan for
Improved Water Services

The proposed Action Plan for the water
services sector has three key objectives: (i) to
complete the rehabilitation of the urban and
rural networks within the next four year; (ii)
to expand access to improved water sources
in urban and rural areas and meet the MDG
targets by 2020, or sooner if the required
funding is available; and (iii) to implement a
range of institutional and commercial measures
that strengthen implementation capacities
within the sector and improve the ﬁnancial
performance of the entities responsible for
delivery of water services.
7.5.4.1

Building Urban and Rural
Infrastructure for Water Supply

A two-pronged approach to rebuilding and
expanding the urban and rural water supply
network is proposed. A high priority is placed
144
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that are currently used by 33 percent of the
population.13 The cost of the new connection
program is put at about $530 million (at
2009 constant prices), some $390 million of
which would be for urban areas. Successful
implementation of this program would ensure
that all but 1.5 million of the 15.5 million
people projected to live in Zimbabwe in 2020
would have access to improved sources of
water.
The total cost of the proposed program for
2011-20 is estimated at a little more than $850
million at 2009 constant prices (Table 7.15).
Funding arrangements for the program are
discussed below. The value of capital assets
of the water distribution infrastructure of the
country is projected to increase from about
$800 million at end 2010 to about $1.33 billion
at end 2020 (on a replacement cost basis at
2009 constant prices).

7.5.4.2

Strengthening Capacities
for Service Delivery

The proposed program for water supply in
urban and rural areas includes a range of
measures aimed at strengthening the policy
environment and building institutional
capacities for service delivery. There is an
increasingly important need to strengthen
regulatory arrangements for the sector. As
Chapter 3 indicates, there is a strong case
for creation of an independent regulator for
oversight of water resource management
and provision of water and sanitation
services. The activities associated with an
enhanced regulatory capacity are outlined in
Chapter 3, but would include, for example,
assessment of current pricing and cost
recovery arrangements in urban and rural
areas and establishment of tariff guidelines
and performance benchmarks for service

13 See ZimVAC (2010), Rural Livelihood Assessments, Harare, May 2010.
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providers. The latter would include the
following: (i) service coverage and quality,
including such things as quantities of water
delivered on a per capita basis and responses
to customer complaints; (ii) ﬁnancial
performance which would include preparation
of audited accounts for urban suppliers,
standard ﬁnancial ratios, cost recovery, and
collection of accounts receivable; and (iii)
operational efﬁciency which would include
standard measures such as the amount of nonrevenue water used, stafﬁng efﬁciency, and
maintenance performance.
The ambitious program required to
achieve the MDG goals and ensure adequate
capacities for acceptable levels of service
provision by local authorities will require
substantial capacity building. The program
would include the following: (i) improving
capacities for investment planning; (ii)
project identiﬁcation, preparation, and
management; (iii) developing capacities for
sound use of public procurement procedures
for award of construction, maintenance, and
service contracts; and (iv) strengthening
capacities for site supervision of construction
and maintenance activities, including the
use of private contractors for actual site
supervision. With increased emphasis on
decentralized provision of urban and rural
services, there is also a need for a monitoring
and evaluation system at the national level to
provide information on a regular basis about
progress towards achieving the MDG goals,
mobilization and allocation of funding for
various program components, adequacy of
service provision, and so on.
For major urban centers, the Report
proposes a transition to the use of independent
water utilities for service provision under
PPP-type arrangements. Initially, these
utilities may be owned by the municipal
authorities, but operated on a commercial
arm’s length basis with management of the
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utility contracted out to the private sector.
At some point, these utilities could be fully
privatized. The program includes provision
for funding transaction advisory services
required for these activities.
There is also need for clariﬁcation of
roles and responsibilities for rural water (and
sanitation) service provision. A multiplicity
of agencies currently share responsibility
for these services, including NCU/DID,
MLGRUD, MOHCW, ZINWA, and DDF. As
noted earlier, this Report supports the proposal
made by the World Bank in 2009 to rebuild the
role of the Rural Capital Development Fund
(RCDF) as the central vehicle for transferring
national government and donor funds to rural
water (and sanitation) programs. Within this
framework it proposes that local authorities
assume ownership of the rural WSS assets
and are then responsible for their maintenance
and upkeep.
To support these various initiatives, a
comprehensive program of technical support
and capacity building is proposed. Figure
7.9 provides the estimates cost of the various
programs. The capacity building component
amounts to $12 million (at 2009 constant
prices). These include direct support for
regulatory reform and capacity building for
local government service providers. The
proposed program also includes support for
developing a larger role for the private sector
in service provision in the sector and for
work on the details of a PPP framework for
water supply and sanitation services. Once a
suitable framework is in place, transaction
advisory teams would be required for each
PPP project entered into with a private
investment partner. The arrangement
may range from management contracts,
to concession arrangement in which the
municipalities retain ownership of assets, to
full private ownership of utilities.
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7.6

SANITATION SERVICES

7.6.1

Status of Sanitation Services

The development of urban and rural sanitation
services also experienced two decades of
impressive improvement in access and service
delivery, followed by a decade of decline. As
Figure 7.10 indicates, only 5 percent of the
population had access to improved sanitation

in 1980. At the time, a very large share of
the population practiced open defecation. By
2000, 97 percent of the urban population had
access to improved sanitation. In rural areas,
4.4 million people had access to improved
facilities, compared with 142,000 in 1980. One
of the key characteristics of the Zimbabwe
sanitation service is the high proportion of
sewerage coverage compared with most other
SSA countries.
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The impressive gains made during the 19802000 period have eroded in the past decade.
Sewerage services have been under-funded
because of low water and sanitation tariffs, low
rates of collection of accounts receivable, and
weak operational performance. As Figure 7.10
indicates, the share of the urban population
with access to improved sanitation declined to
about 60 percent in 2008, although there was
been a sharp recovery in 2009 as a result of
the very large emergency assistance program
mounted by donors following the cholera
outbreak in 2008. In rural areas however, there
has been steady decline in access to improved

services. By 2009, only 25 percent of the rural
population had access to improved services,
compared with 53 percent in 2000.
As Table 7.16 indicates, in the past decade
Zimbabwe has had levels of access to improved
sanitation in urban areas that has been roughly
comparable to that of other countries in the
southern Africa region. In the case of the rural
population, the most notable trend has been
substantial erosion in levels of access for SubSaharan Africa as a whole, from 47 percent in
1990 to only 24 percent by 2006. The erosion in
access in Zimbabwe, while substantial, has not
been as severe as in many other countries in SSA.

As with the water supply service, there has
been debate about the current levels of access
to improved sanitation in urban and rural
areas. Table 7.17 reports on recent estimates
by JMP, NAC, and VAC. The JMP estimates
for the national average are considerably
higher than those of NAC and VAC which put
the access levels at 30 percent and 45 percent
respectively. The VAC survey did not report
on rural access, so the population data used
for this Report was used to derive the average
implied by the VAC data.
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7.6.2

Major Challenges in the
Provision of Sanitation Services

7.6.2.1

Rehabilitation of the Existing
Sanitation Infrastructure

As the earlier discussion of the challenges
associated with the rehabilitation of water
distribution infrastructure and services
indicates, the cholera epidemic is under
control. The main challenge for sanitation
services, as with water supply, is to rebuild
the infrastructure and strengthen local
government capacities for service delivery.
The CSO (2010) report included estimates of
the cost of rehabilitation of sanitation services
and of meeting the MDG goals. As Figure 7.7
indicates the required annual outlays for the
sanitation sector are put at about $350 million
a year, the largest component of which is $280
million a year for rehabilitation of existing
assets. The CSO report does not provide
separate estimates for the total funding
required for new connections and facilities,
or for the related total cost of replacement and
rehabilitation expenditures.
The working assumption in this Report is
that a substantial part of the urban and rural
sanitation network requires rehabilitation
and or replacement. The Report puts the
cost of rehabilitation and replacement fof
the sanitation infrastructure at about $430
million (Annex Table 3.14). The bulk of the

expenditures are required for rehabilitation
of urban sewerage systems ($280 million),
and replacement of latrines in rural areas.
As noted earlier, a portion of these needs are
already being met by the donor community.
The recently established Zimbabwe MultiDonor Trust Fund managed by the AfDB
is expected to give a high priority to
rehabilitation of the WSS infrastructure,
including sanitation.
7.6.2.2

Reducing Dependence on
Unimproved Pit Latrines

Since the mid-1980s, the urban population
has relied primarily on ﬂush toilets for their
sanitation service, with the remaining urban
population of less than 5 percent relying on
dry latrines. In rural areas, there has been
very limited access to ﬂush toilets, but
there was a steady increase in access to dry
latrines until about 2000, at which time these
facilities were used by almost 60 percent of
the population. In the past decade, access to
dry latrines has basically levelled off (Table
7.18). The most recent survey data for 2008
suggest that about 54 percent of the rural
population have access to dry latrines. The
remainder of the rural population continue
to practice open defecation. As of 2008,
survey data suggest that about 41 percent of
the rural population meet their needs in this
manner.
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Further progress in reducing reliance on open
defecation is not simply a matter of more facilities
in rural areas. Experience from other countries
indicates that sustained increase in the use of
improved facilities must also be accompanied by
hygiene education programs. The World Bank
(2002) reports that a study in southern India
showed that a large public investment in latrines
without accompanying hygiene education led to
only 37 percent of men using facilities despite 100
percent coverage.14 Because of its importance in
Zimbabwe, the Action Plan includes provision
for a continuing hygiene education program for
both urban and rural communities.
7.6.2.3

Strengthening Institutional
Capacities and Coordination

Institutional arrangements for the provision
of sanitation services in urban and rural areas
will need to be strengthened. The humanitarian
assistance program that has been mounted by
donors in response to the cholera outbreak
has been implemented primarily by NGOs
in close collaboration with UNICEF. The
donor community channeled sector support
mainly through NGOs — arrangements that
played a vital role in protecting the welfare
of vulnerable groups since the outbreak of
the epidemic. The arrangements provided the
means for a rapid response to the epidemic.
However, they have operated in parallel with
government entities that have responsibilities
for urban and rural sanitation. Continued use
of these parallel service channels will detract
from the capacity building of the responsible
national and local government entities in the
longer run. Efforts are now needed to build
the capacity, accountability, and credibility of
the public entities responsible for provision of
sanitation services in urban and rural areas.
The Government has supported the re-launch
of the NAC. The experience with the NAC in the
1990s was that it was effective in coordinating
the efforts of individual government departments

involved with various aspects of sanitation
services. However, the current capacity of
the NAC is limited by lack of resources. The
Report proposes a program of support to rebuild
these capacities and to strengthen its role in
ensuring effective coordination with the donor
community and NGOs.
The ability to service the demand for
sanitation (and water) is also constrained by
the earlier ﬂight of skilled labor. This has left
the sector with limited institutional capacity
in terms of human resources, ﬁnancial/
managerial skills, monitoring, and evaluation
systems. The proposed program will require
substantial additional skills for successful
implementation. More work is needed on the
detailed arrangements required for mobilizing
these additional skills.
7.6.2.4

Choice of Targets for
Sanitation Services

As with the ofﬁcial targets for access to
improved water, there is considerable
uncertainty about the prospects for meeting
the MDG and national goals for sanitation by
2015. Meeting the 2015 targets for access to
improved sanitation would require substantial
additional capital outlays during 2011-14. As
noted earlier, achievement of these targets will,
in all likelihood, require ﬁnancial support from
donors. In the event that Zimbabwe launched an
arrears clearance process with the international
donor community in 2011, a substantial amount
of donor support for improved sanitation
services in urban and rural areas would very
likely be forthcoming, but until there is clarity
on the arrears clearance process, the prospects
for substantial amounts for donor support for
rehabilitation and expansion are uncertain.
Given these uncertainties, the position taken in
this Report is that the MDG goals for sanitation
would be met by 2020. Figure 7.11 sets out the
targets proposed in this Report for access to
improved sanitation.

14 World Bank (2002), “Urban Environmental Strategic Sanitation Planning: Lessons from Bharatpur, Rajasthan,
India.” Field Note 23771. Water and Sanitation Program – South Asia, New Delhi.
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7.6.3

An Action Plan for
Improved Sanitation

The proposed Action Plan for sanitation
has the following four key objectives: (i)
complete the rehabilitation of urban and rural
network of sanitation facilities within the next
four years; (ii) expand access to improved
sanitation facilities in both urban and rural
areas, with particular attention being given to
reducing use of open defecation in rural areas;
(iii) implement institutional reforms that will
strengthen coordination and implementation
of sanitation programs and expand ﬁnancial
support for the program; and (iv) expand the
ongoing hygiene education programs for urban
and rural communities.
7.6.3.1

Improving Infrastructure
for Sanitation Services

As with the water supply program, a high
priority is attached to expanding the ongoing program of support for rehabilitation
of the existing urban and rural network of
sanitation facilities. An amount of $325
million is proposed for this component, and
subject to the availability of funding, it would
be completed by 2014 or sooner if practical
(Table 7.19). At the same time, a program to
expand access to improved sanitation facilities

would be launched. The objective would be
to have 100 percent of urban dwellers and
80 percent of rural inhabitants with access to
improved sanitation facilities by 2020. The
cost of this expanded access to sanitation
facilities is estimated at about $540 million at
2009 constant prices. Setting the rural service
coverage at 80 percent in 2020 reﬂects the
remoteness of parts of the country and likely
difﬁculties of access. Beyond 2020, the goal
should be to provide the remaining 2 million
people with access to improved sanitation
facilities.
The total cost of the proposed sanitation
program for 2011-2020 is estimated at about
$980 million at 2009 constant prices. Funding
arrangements for the program are discussed
below.
7.6.3.2

Strengthening Capacities for
Delivery of Sanitation Services

As noted earlier, there are 31 urban centers
in Zimbabwe ranging from the major city of
Harare to the three small Local Boards. Full
implementation of the proposed program
will provide an additional 1.6 million urban
dwellers with access to improved sanitation –
an increase of 35 percent over existing levels.
A concerted effort will be required in the next
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ﬁve years to build the services capacities of
these 31 urban jurisdictions. At the present time,
weaknesses in capacities to delivery adequate
services are widespread and include lack
of ﬁnancial resources, manpower, technical
skills, and equipment. The Institute of Water
and Sanitation is running courses for water
treatment plant operators and, depending on
their skill level, these range from short courses
for operators lacking any formal qualiﬁcations
to two-year diploma courses for qualiﬁed staff.
With the large increase in the numbers of people
with access to improved sanitation, a substantial
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expansion in these training programs will be
required for personnel responsible for operation
and maintenance of urban facilities. When
town councils resumed control of sanitation
from ZINWA, much technical support was no
longer available. The role of ZINWA could
be expanded to provide technical support
to local governments through the UCAZ
and engineering support department. For
smaller local councils without well-resourced
engineering departments, ZINWA or UCAZ
could be contracted to provide engineering
support and be remunerated for such support.
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Delivery of sanitation to the rural communities
is more challenging. The technology is simple,
but the introduction (or reintroduction)
of sanitation into these communities in a
sustainable way is more complex. To construct
a Blair VIP requires a variety of materials. The
cost of each latrine will depend on distances
from the supply center plus the base unit cost
of each item. The ﬁnancial capacity of rural
communities to collect and have delivered the
items required to construct a latrine is usually
limited. Cash transfer systems could be used to
stimulate interest in the local economy. Such
approaches (in partnership with the donor
community) use direct payment to individuals
within the community to organize and
implement the repair or replacement of latrines
under the oversight of an NGO. The NGO will
pay cash for the functioning latrine. This would
be an extension of the “cash transfer” payments
already being undertaken in parts of the rural
community.
7.6.3.3

Expand Ongoing Hygiene
Education Programs

The Environmental Health Service of the
MOHCW is responsible for all Governmentbased hygiene education programs in rural
communities. All urban councils have similar
departments. Historically, there were only
two grades of Environmental Health workers
responsible for a range of public health
activities ranging from education, enforcement
of standards of compliance with the Public
Health Act, and testing of water and food. At the
District level an Environmental Health Ofﬁcer
(EHO) is responsible for coordinating activities
of all the Environmental Health Technicians
(EHT) and one EHT is posted to each of the
Wards. This requires a staff comprising around
65 EHOs and 2,500 EHTs. There are currently
359 EHTs in the Wards (that is, only 14 percent
of posts are ﬁlled in the Wards).
Owing to the chronic shortage of skilled
operatives and the urgent need to reinforce the
fragile government rural environmental health
systems with staff, ECHO ﬁnancing of €1

million is being used to train 510 individuals
as Environmental Health Assistants (EHA).
Once they complete the basic ﬁrst year of
college training they will be sent to Wards
under supervision to get hands-on experience.
A second batch of EHAs is being recruited
and will be trained in 2011. After one year’s
experience, the EHAs will return to college
for a second and third year of training and if
successful in the exams, will leave college
with a National Diploma in Environmental
Health and, subject to opportunity, be
promoted to EHT. Further training is possible
for EHTs to convert the qualiﬁcation to Higher
National Diploma allowing promotion to the
EHO grade. The MOHCW estimated it costs
$5,000 per student to train to an EHT over
three years, with additional ﬁnancial resources
also required for ﬁeld test kits and transport
in the form of a motorbike. MOHCW advised
that a combined ﬁeld test kit for testing both
water quality and food quality was desirable as
stored food can cause complications similar to
those of water borne diseases.

7.7

EXPENDITURE
PROGRAMS FOR WATER
AND SANITATION

7.7.1

Development Expenditure
Programs

The proposed program for water resources and
water and sanitation services amounts to about
$4 billion for the decade ahead (Table 7.20).
About half of the proposed program is for
urgently needed investments aimed at improving
the supply and delivery of water for agricultural
and industrial use and for use in urban and rural
water and sanitation services. The continued
rapid growth in urban population and expansion
of access to improved water and sanitation
services by 2020 is the main driver behind the
proposed expenditure of $1.84 billion on water
and sanitation services. A total of $50 million is
proposed for capacity building, technical studies,
and hygiene education programs as well.
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A rapid build-up in expenditures is proposed
for the next ﬁve years. The build-up is driven
by full implementation of the rehabilitation
and replacement program in water supply and
sanitation of some $760 million over the next
ﬁve years, and by outlays of $460 million for
new connections. In the second half of the
decade, the proposed program of spending
on new water resource storage and transport
arrangements is under full implementation. As
a result, total spending peaks at about $600
million in 2019.

7.7.2

Requirements for
Routine Maintenance

The deterioration in the water and sanitation
infrastructure over the past decade stemmed
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from the lack of maintenance of these assets.
A central objective of the proposed Action
Plan for the decade ahead is to ensure that
routine maintenance is undertaken on a
regular basis and that funding arrangements
for these activities are adequate. For the
purposes of this Report, it is assumed that
routine maintenance is equivalent to 4 percent
of the value of the water and sanitation
infrastructure. Figure 7.12 sets out the
required maintenance outlays for the decade
ahead. (Actual data for 2010 are not available;
the estimate of $101.4 million is an indication
of the level of maintenance spending that is
required. Anecdotal evidence suggests that
actual spending may be no more 10 percent
of this required amount.)
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In the case of the water resources infrastructure,
the cost basis of these assets is put at about
$950 million as of end 2010, which suggests
that routine maintenance should be in the range
of $40 million. It would appear that actual
spending on maintenance is substantially
lower. According to the income statement
of ZINWA (Annex Table 3.3) spending on
maintenance of dams was about $540,000 in
2009, while maintenance outlays on property
plant and equipment, which would include
water treatment works (WTW), pumping
stations, and related facilities, was about $3.2
million. As the earlier discussion about the
ﬁnancial position of ZINWA indicated, the
basic problem is the low price set for the sale
of raw and treated water. Full implementation
of the proposed investment program in water
resources would raise the required level of
spending on routine maintenance to about
$125 million by 2020.
In the case of the urban water supply
and sanitation network, the cost basis of the
infrastructure assets is put at $1.2 billion.
Routine maintenance requirements would
therefore be in the range of $50 million a year
at the present time. Information is not readily
available on the current level of spending by
local authorities on routine maintenance, but
informal estimates suggest that it is much less
than $50 million a year. Full implementation

of the rehabilitation program and increased
access to improved water and sanitation in all
urban centers in the decade ahead would raise
the required level of maintenance spending to
about $74 million a year. Again, the issue is
the low levels of tariffs for provision of WSS
services in urban areas.
The value of the rural WSS infrastructure
is put at about $360 million at the present
time. Routine maintenance requirements are
therefore put in the range $15 million a year.
This expenditure requirement would increase
to about $30 million a year by 2020 with full
implementation of the proposed rural WSS
program.

7.7.3

Sources of Funding
for the Program

There are three distinct, but closely related,
sets of issues related to arrangements for
funding the proposed program for water
resources management and water and
sanitation services: (i) funding arrangements
for capital and recurrent expenditures for water
resources management; (ii) arrangements
for covering the recurrent costs of water and
sanitation service provision by municipalities;
and (iii) funding sources for the WSS capital
expenditure program.
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7.7.3.1

Funding Arrangements for the
Water Resources Program

The development of these water resources in
the decade ahead is essential if the proposed
expansion in access to water and sanitation
services is to be achieved and if the supply
of water for irrigation is to be increased
as well. Successful implementation of the
water resource investment program is a
prerequisite for improved water security
in the decade ahead. The total cost of the
proposed water resources program is $2,142
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million (Table 7.21). The Report proposes
four sources of funding for the program:
• Private investment under PPP-type
arrangements in the amount of $1.375
billion for the Zambezi River pipeline and
one or more multipurpose dams;
• Direct funding by ZINWA in the amount of
$265 million for dams and water transport
facilities;
• Donor support of $200 million for
multipurpose dams;
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• A little over $300 million of support from
the national budget to meet the balance of
funding requirements for the program.
Governments have traditionally assumed
responsibility for ﬁnancing large water
resource projects, often with assistance from
international ﬁnancial institutions. The Report
proposes a concerted effort be made to mobilize
private sector funding for one or more of the
dams to be constructed in the decade ahead,
as well as the $1.2 billion Zambezi-Bulawayo
pipeline. As Table 7.21 indicates, the Report
assumes that construction of the Zambezi
pipeline project would begin in 2015 and
would be completed by 2019. The proposed
program also provides for $150 million for
possible private sector participation in one
or more storage dams, and $100 million for
private investment in a water utility that would
provide water and sanitation services in a
major urban center.
7.7.3.2

Financing the Capital
Expenditure Program for Water
Supply and Sanitation

In the past two years, the bulk of the funding for
water supply and sanitation services has come
from the donor community and NGOs. As
noted earlier, the international community has
made a concerted effort to meet the immediate
humanitarian needs associated with the cholera
outbreak in 2008. South Africa Government
ﬁnanced the emergency rehabilitation works
for the water and sanitation infrastructure in
Harare. The German Government through
GTZ provided funding for the rapid review
assessment of eight of the largest urban areas
in the country, including Harare, and provided
US$6 million to ﬁnance the emergency
rehabilitation of the WSS systems in urban
areas of Gweru, Kadoma, and Kariba. The
Australian Government contributed US$10.2
million towards rapid assessments, chemical
provision, and rehabilitation works for
various towns through UNICEF and NGOs
and provided US$4.15 million for further
investment in the rehabilitation of the Bulawayo

water and sanitation systems and the expansion
of the UNICEF ERR&RR program to include
Masvingo. The World Bank committed US$3
million to ﬁnance works for Beitbridge Town
and is supporting the Analytical Multi-Donor
Trust fund (A-MDTF) which is providing
funding for WSS-related technical assistance
to Harare City ($300,000) and to the Ministry
of Water Resources. The AWF ﬁnanced €2
million for the rehabilitation of water supply
and wastewater systems within Chitungwiza
Municipality. The AfDB provided two
consecutive emergency relief interventions
valued at US$2 million to help contain the
cholera outbreak of 2009 and strengthen the
GoZ cholera response plan in 2010.
Donor assistance was also channeled
through the Water Sanitation and Hygiene
Cluster (WASH) with UNICEF with OXFAM
GB as co-leaders. The members of the cluster
include UNDP, WFP, WHO, Governmental
organizations, and international and local
NGOs. The WASH partners are currently
concentrating on rehabilitating water points,
distributing non-food items, and providing
safe water to communities, including drilling
of 200 boreholes in urban areas. Training
in hygiene promotion has been extensively
carried out to help prevent the return of another
cholera outbreak.
The proposed water supply and sanitation
program calls for total expenditures of $1.84
billion in the decade ahead, including $1.15
billion for the urban program and about $700
million for the rural program. The Action
Plan calls for a major expansion in the level
of support by the donor community in the
decade ahead. As Table 7.20 indicates, the
proposal is for mobilization of $1.1 billion
from within the donor community for the
urban and rural WSS programs during 20112020. This would cover 60 percent of the
cost of the proposed program. Assuming
that an arrears clearance process is agreed
with donors and then launched in 2011, the
expectation is that the donor community
would provide strong support for a sustained

Water Resource Management, Supply and Sanitation

Zimbabwe Report 157

program of rehabilitation and expansion for
water and sanitation services.
The program proposes the establishment
of one or more water utilities in the major
urban centers of the country under PPP-type
arrangements with participation by private
investors. A notional amount of $100 million
of private investment is proposed. It is assumed
that such utilities would become operational
by 2015. As noted above, a substantial amount
of work will be needed in the next few years
to create the required operating environment
for these investments, the details of which are
discussed in Chapter 4.
ZINWA would contribute a total of $40
million for rehabilitation in those towns
and communities for which it is currently
responsible for service provision. However,
as noted above, this Report proposes that
these responsibilities be transferred to other
entities, leaving ZINWA to concentrate on the
management and supply of water resources in
the country. It is assumed that these alternative
arrangements are in place by 2014, or at an
earlier date, at which time ZINWA would cease
to disburse funds for capital expenditures on
the water supply and sanitation network. To the
extent that ZINWA funds rural components of
the program, responsibility for these activities
would be assumed by the RCDF as discussed
below.
The municipalities would contribute a
modest portion of ﬁnancing for rehabilitation
and expansion in those urban centers not
covered by the proposed private utilities.
Implementation of these proposals would
leave an unfunded amount of about $500
million which would be covered primarily by
the national budget. For the rural component
of the program, the RCDF would become the
mechanism for prioritizing the use of these
funds and for their disbursement.
7.7.3.3

Role of the Rural Capital
Development Fund (RCDF)

There is a strong case for rebuilding the
role of the RCDF as the primary vehicle
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for channelling funds from donors and the
national budget into the rural WSS program.
As the World Bank (2009) has noted, the RCDF
has an existing constitution, implementation
guidelines, and accounting procedures. And
there are existing mechanisms whereby
projects are developed at the district level,
reviewed at provincial and national levels,
and prioritized by the NAC. This type of
mechanism has worked well in the past and
has been successful in other countries.
As Table 7.21 indicates, the cost of the rural
WSS program is put at about $700 million for
the decade ahead, with the donor community
and national government contributing at
least $620 million of the required funding.
Assuming that there is an arrears clearance
process in place, and that donors were able to
step up their support for rural WSS activities,
the national budget could make annual
allocations to the RCDF and these would then
be matched by donors on a one-to-one or twoto-one ratio.
7.7.3.4

Funding the Recurrent Cost
of WSS Service Provision

At this stage, there is not enough up-to-date
information about the ﬁnancial performance of
each of the urban and rural service providers
to determine the extent to which these services
have prices that are designed to cover operating
costs and the extent to which a large amount of
accounts receivable are more than 60 days due.
As Figure 7.10 indicates, there is provision in
the program for a full assessment of the ﬁnancial
accounts of each of the service providers. This
information would then clarify the extent
to which national budget resources may be
required to fund shortfalls in operating revenues
until remedial plans can be implemented. The
latter would be drawn up once the results of the
ﬁnancial assessments of service providers are
completed. These remedial programs would
involve some combination of increases in prices,
improved collection of accounts receivable, and
efﬁciency improvements that lower operating
costs.
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7.7.4

An Increased Role for
the Private Sector

The proposed build-up in the program for
water resources management and urban and
rural water and sanitation services offer
substantial opportunities for an expanded
role for the domestic private sector. As
Table 3.1 indicates, about 30 percent of the
$4.5 billion program for rehabilitation and
new construction will involve civil works
for construction of dams, pipelines, and
water and sanitation service facilities that
includes pumping stations, water reservoirs,
sewerage plants, borehole drilling, supply
and installation of latrines, and so on. The
position taken in this Report is that the bulk
of these activities should be undertaken by
private contractors. For large civil works
projects partnerships between domestic
and international contractors would be
attractive. Many of the contracts will not be
large enough to attract major international
contractors and would provide considerable
opportunities for local business. In the case
of borehole drilling, for example, there is
little justiﬁcation for retaining the continued
use of government entities to provide this
service. The objective should be to contract
out these activities for urban and rural
programs. With the use of competitive
tendering processes, a signiﬁcant domestic
borehole drilling and maintenance industry
can be developed in the decade ahead. Larger
ﬁrms would then have the capability to bid
on contracts in other SSA countries as well.
Similar opportunities arise with respect
to routine maintenance of these assets.

As Figure
7.12 indicates, outlays on
maintenance are projected to increase to
about $230 million a year by 2020 (at 2009
constant prices). These activities can all be
contracted out to the private sector under
competitive bidding arrangements. As the
discussion in Chapter 3 indicates, the size
of individual contracts can be varied to meet
the capacities of local ﬁrms. Over time, the
size of contracts can be increased and in
this way, the capacities of the local industry
can grow. Initially, such maintenance
contracts may be for a period of 12 months.
But as the discussion in Chapter 9 on road
maintenance indicates, period contracts can
be used for maintenance of a portion of the
urban or rural WSS networks, and dams and
pipelines. The duration of these contracts
could be extended to two years and then,
say, three years. These types of measures
have been used with great success in Asia to
build the domestic capacities of companies
that provide maintenance services.
A third area where there will be substantial
opportunities for local business is in billing
and collection activities. In urban areas, for
example, full implementation of the program
would mean that there would be about 1.14
million household accounts to be serviced
by 2020.15 Billing and collection on this
scale offers considerable opportunities for
efﬁciency gains and cost reductions for
municipalities or water utilities by contracting
out services to qualiﬁed private companies
rather than building small units within every
municipality.

15 This estimate assumes that the 6,172 thousand persons with access to improved water in 2020 have an average
household size of 5.4 persons.
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7.8

MANAGEMENT OF RISKS
AND UNCERTAINTIES

A number of risks and uncertainties are
associated with the proposed program for
water resource management and provision
of water and sanitation services. For the
purposes of this Report, these risks and
uncertainties can be grouped into three broad
categories. First is the impact of high climatic
variability in Zimbabwe on the availability
of water and economic performance of the
country, and the implementation of measures
required to mitigate this risk. Second is the
availability of funding for the rehabilitation
of existing infrastructure and construction
of new facilities, the total cost of which is
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estimated at about $4 billion for the decade
ahead. Third are the prospects for building
the institutional and human capacities
required for effective implementation of the
proposed program.

7.8.1

Hydrological and
Climatic Variability

As indicated elsewhere in this Chapter,
high climatic variability is one of the major
challenges facing Zimbabwe in its management
of water resources. The country depends
heavily on surface water to meet its various
requirements; but rainfall is variable and
unpredictable. Only 37 percent of the country
receives adequate rainfall for agriculture. For
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the rest of the country the rainfall pattern is
insufﬁcient, erratic, and unreliable. Many of
the rivers in the country are not perennial, and
even major rivers may not ﬂow in dry years.
The evidence from the past 30 years indicates
that hydrological variability experienced by
Zimbabwe causes signiﬁcant economic shocks.
There is a strong correlation between rainfall
variability and ﬂuctuations in GDP growth.
Improved water resources management is
therefore critical to the stability and security
required for sustained strong economic growth.
Irrigation is indispensable for successful
agriculture and signiﬁcant quantities of stored
water are required to meet agricultural and
non-agricultural requirements. Currently,
the supply of water is not sufﬁcient to meet
demand. To meet these existing shortfalls and
the expected growth in aggregate demand for
water resources, and to reduce the vulnerability
of the economy to water shocks, the country
will require an increase of some 6 million km³
in the stored water capacity of dams by 2020.
A substantial investment in pipelines and other
means of water transport will also be required.
The total investment in water storage and
transport for the decade ahead is estimated at
$2.142 billion (at 2009 constant prices). The
indicative ﬁnancing plan for this component
of the program calls for $1.375 billion of
investment by the private sector, including $1.2
billion for the proposed Zambezi-Bulawayo
pipeline, some $570 million of funding from
the national government and $200 million of
support from the donor community.

7.8.2

Mobilization of Funding for
the Proposed Program

The proposed ﬁnancing plan for the $4 billion
program for the sector calls for $1.48 billion
of private investment, $1.34 billion of donor
funding and $1.22 billion of funding by
national and sub-national government entities
(all at constant 2009 prices). The mobilization
of these funds poses a signiﬁcant challenge
for the decade ahead. With the support of the
donor community, the Government will need

to draw up a detailed master plan for the sector
and translate that into a coherent set of followup actions that include policy and institutional
reforms and a series of program and project
proposals that can then be funded from these
various sources.
Private funding. Mobilization of $1.48
billion of private support will require
concerted efforts to strengthen the supporting
environment for such investment. As Chapter
5 indicates, there are a number of important
pre-conditions for the successful launch of a
program of private investment in the supply
and transport of water resources. The most
urgent include: (i) early approval of a law and
regulations that will govern PPP investments;
(ii) improvements in the regulation of services
related to the water resource management and
supply; and (iii) ensuring that ZINWA or other
public partners are seen by potential investors
as ﬁnancially sound and reliable and able to
comply with the contract obligations of one or
more PPP arrangements.
International experience suggests that
private sector participation under PPP-type
arrangements is possible for these types of
water supply projects; however, the projects
must have clearly identiﬁed revenue-creating
components, such as the supply of water
for irrigation and for consumption in urban
centers. A potential investor in a stored water or
water transport project would typically expect
to have an off-take purchase agreement that
secures a revenue stream for the project. The
most likely arrangement would be a take-orpay contract with ZINWA, which would look
for a guaranteed long-term supply of water
from the project. The implication is that early
action would also be required to strengthen
the ﬁnancial position of ZINWA and focus
its responsibilities for the management of
the nation’s water resources and the supply
of raw and treated water to various types of
users. Lack of progress in establishing these
enabling requirements would very likely lead
to delays in mobilizing the required private
funding.
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Donor support for water and sanitation
services. The $1.34 billion of donor support
proposed for the Action Plan for the decade
ahead includes about $1.1 billion for
rehabilitation of existing, and construction of
new, infrastructure required for provision of
water and sanitation services for households
and industry. This represents a substantial
ramp-up in donor support for these basic
services in the decade ahead. However, on
an annual basis the average of a little over
$100 million a year is not inconsistent with
the level of donor support in the past two
years. As noted elsewhere in this Report, the
launch of an arrears clearance process in 2011
will be central to sustained donor support at
this level for the decade ahead. There will,
of course, be other competing demands for
donor funding so a clear set of priorities
will be required for management of these
various claims. Assuming that an arrears
clearance process is launched and the total
average annual inﬂow of donor assistance in
the decade ahead is about $50 per capita for
Zimbabwe – equal to the current average per
capita inﬂow for Sub-Saharan Africa – the
total donor funding available to Zimbabwe
may be in the range of $650-750 million a
year. An allocation of about 20 percent of this
annual level of donor funding would then be
required to cover the cost of the proposed
donor-funded component of the program for
the decade ahead.
Funding from government sources,
pricing policy and cost recovery. The
remaining $1.22 billion required for the tenyear program, equivalent to an average of
about $120 million a year, would have to
be mobilized by the national government
and municipalities responsible for service
provision. In addition, expenditures on routine
maintenance of the water- and sanitationrelated assets will need to increase from
current very low levels to about $230 million
a year by 2020. This build-up in maintenance
outlays will be essential to ensure that the
asset deterioration of the past decade does
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not recur. The starting point for this part of
the program must be a careful assessment
of pricing policy for water and sanitation
services and arrangements for cost recovery.
The objective would be to ensure that the
operations of municipalities and ZINWA
generate modest ﬁnancial surpluses each year
that can then contribute to the funding of the
capital expenditure program.
At the present time, average tariffs for
water and sanitation services are signiﬁcantly
lower than average production costs in
almost all cities and towns. Because of the
low tariffs and low collection rates, service
providers are not able to cover their costs of
basic operations and maintenance, let alone
fund renewal and replacement of facilities
and system expansion. The price of raw
water provided by ZINWA also needs to be
reviewed. The proposed Action Plan therefore
calls for increases in the pricing of services,
including provision of raw water and water
and sanitation services for households
and business. The program provides for
evaluations of the cost of service provision
and the design of appropriate pricing policies.
A related issue is the ability of municipalities
and ZINWA to ensure timely payments by
clients. Anecdotal evidence suggests that
many service providers have large levels of
accounts receivable. Lack of progress on
this front will also undermine the ability of
service providers to fund their share of capital
expenditures and to meet the costs of routine
maintenance.
In the event that price adjustments are
not made, and there is lack of progress in
keeping accounts receivable at acceptable
levels, it is unlikely that the proposed level of
donor support will be forthcoming. Proposed
capital expenditure programs would have to
be cut. The implication is that increases in
access to services will grow more slowly, or
even stagnate at current levels. Moreover,
there is a serious risk that assets that are
rehabilitated will deteriorate through lack
of maintenance. This combination of events
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may also deter private investors because of
concerns that the government counterparts in
PPP arrangements may not be able to meet
their contract obligations.

7.8.3

Building Institutional Capacities

Successful implementation of the proposed
$4 billion program for water resource
management and water and sanitation services
for the decade ahead will require a sustained
commitment to building institutional and
human capacities within the sector at the
national and sub-national level of government.
It will also require development of private
sector capacities for service provision. The
existing capacity constraints will need to
be addressed in the near- and medium-term
to ensure successful implementation of the
ambitious program for the decade ahead. Slow

progress in addressing these issues will result
in smaller programs for the supply of water to
agriculture, industry and households, lower
levels of water and sanitation service provision.
It will also increase the risk poor overall
economic performance because of climatic
variability and associated water shocks.
The proposed Action Plan sets out a
wide-ranging and comprehensive program
of capacity building in the decade ahead and
proposes outlays of about $70 million to fund
these activities. A high priority should be
attached to the detailed design of these capacity
building programs, to the mobilization of the
funding required for them, and for their early
implementation. It is proposed that the donor
community provide the necessary technical
support required for this program and the bulk
of the funding. 
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CHAPTER 8:

Rehabilitation and Recovery in the Power Sector
8.1

THE SETTING

The power supply in Zimbabwe is sourced
from local generation and imports. The
domestic generation comes from Kariba
Hydropower, Hwange coal-ﬁred power
Station, and three small thermal power
plants. Supplementary power is imported
from Mozambique, Democratic Republic of
Congo (DRC), and Zambia. There have been
very large reductions in the supply of power
within Zimbabwe in the past decade. The
domestic generation has been reduced owing
to lack of regular maintenance and imports
have been cut back because of the inability of
Zimbabwe Electric Supply Authority (ZESA)
to settle its bills regularly. Because electricity
is fundamental to Zimbabwe’s economic
and social development, the persistent lack
of adequate and reliable supply has resulted
in signiﬁcant losses to the economy. The
shortage of power supply has affected people’s
quality of life and business and industrial
development, contributing to the economic
decline of the country over the past decade.
An efﬁcient and viable electricity sector will
assist economic stability and growth, given its
forward and backward linkages with the rest
of the economy. A reliable electricity energy
source has a direct bearing on national income,
hence ensuring uninterrupted production
essential for sustained economic growth.

8.1.1

Institutional Arrangements
for the Energy Sector

The energy sector in Zimbabwe is supervised by
the Ministry of Energy and Power Development
(MEPD). The mandate of the Ministry includes
policy formulation, performance monitoring
and regulation of the energy sector, as well as
research and promotion of new and renewable
sources of energy and energy conservation.
It supervises the activities of the various
specialized agencies and parastatals with
responsibilities in the energy sector (see Chart
8.1). In conjunction with the Zambian Ministry
of Energy and Water, the MEPD supervises
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the Zambezi River Authority (ZRA) which
operates, monitors and maintains the Kariba
Dam complex and other dams on that part
of the Zambezi River shared by Zambia and
Zimbabwe.
A new Electricity Act was enacted in 2002
bringing about the restructuring and unbundling
of ZESA from a vertically integrated utility
into separate successor companies under ZESA
Holdings. The companies included: Zimbabwe
Power Company (ZPC), responsible for all
generating stations and for the supply of power
to the transmission grid, Zimbabwe Electricity
Transmission Company (ZETCO), Zimbabwe
Electricity Distribution Company (ZEDC),
and Powertel which was primarily responsible
for providing communication services to
the power companies, but was to use excess
capacity in the grid to offer data services to the
public.
The Rural Electriﬁcation Fund Act of 2001
was passed in January 2002.The Act established
the Rural Electriﬁcation Agency (REA),
mainly responsible for grid extension in rural
areas and for supplying speciﬁc institutions,
such as schools, clinics, government ofﬁces,
and community-initiated projects. REA
covers the cost of its operation through levies
on electricity and petroleum sales and from
ﬁnancial support it receives from Government
and donors. As of end October 2010, REA
had electriﬁed more than 6,000 rural centers,
including schools, health centers, government
ofﬁces, businesses, and irrigation schemes in
the rural areas covering the eight regions in the
country.
The Electricity Act also provided for the
establishment of an autonomous regulatory
body that would encourage investment in the
power sector by putting in place an appropriate
regulatory framework harmonized with
those of the Southern Africa Development
Community (SADC) countries and through
strategic partnerships. Accordingly, the
Zimbabwe Electricity Regulatory Commission
(ZERC) was established in 2005. It reports
to the Minister of Energy and Power
Rehabilitation and Recovery in the Power Sector

Development. The mandate of ZERC includes
promotion of competition and private sector
participation in the power sector, licensing
and regulation of businesses engaged in
generation, transmission, distribution, and

supply of electricity, arbitration and mediation
of disputes, establishing operating codes and
standards for the sector and issuing guidelines,
and advising stakeholders about electricity
services.

In January 2010, ZETCO and ZEDC were
merged into a single company, the Zimbabwe
Electricity Transmission and Distribution
Company (ZETDC), which is now responsible
for transmitting and distributing electric power
and for its sale, including meter reading,
billing, cash collection, and credit control of
the retail business. It is also responsible for
regional trade in power. In addition to these
government entities, a number of independent
private producers (IPPs) are active in power
generation in Zimbabwe. The Nyamingura IPP
(a 1.1 MW hydroelectric plant) and the Charter
IPP (500 MW co-generation plant) both sell
power to the national grid. Other small IPPs
dispose of their power independently.

8.1.2

Rehabilitation and Recovery in the Power Sector

Policy Framework for
the Power Sector

The Government has drafted a revised National
Energy Policy (NEP) Paper which seeks to
promote supply and utilization of energy, in
particular the use of indigenous sources of
energy, for socioeconomic development in a
safe, sustainable, and environmental friendly
manner. The main objectives and policy
measures as outlined in NEP are set out on Box
8.1 below. The policy paper is well formulated
and addresses the policy issues related to
the current unsustainable operation of the
electricity supply industry. The Policy Paper is
to be approved by the Cabinet by end of 2011.
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Zimbabwe is a signatory to the SADC
Protocol on Energy and one of 12 operating
members of the Southern African Power Pool
(SAPP). In line with regional trends towards
the establishment of an all encompassing
energy sector regulator, the MEPD is in the
process of drafting the Energy Amendment

Bill which seeks to synchronize the Petroleum
Act, the Electricity Act, and other renewable
energy acts that will provide for, among
others, the setting up of an energy regulator to
harmonize regulation in the energy sector as a
whole. The functions of the ERA are described
in some detail in Chapter 4 of this Report.

Box 8.1: Main Elements of the National Energy Policy
Policy Objectives
•
Ensure availability, affordability and accessibility of electricity for all consumers
•
Provide a platform for adequate and reliable access to electricity to all at competitive prices
•
Allow access to IPPs and Private-Public Partnerships (PPPs), Private Public Associations (PPAs), and
other joint ventures.
NEP Policy Measures
•
Maintain a dynamic system development planning process
•
Facilitate efﬁcient use of existing infrastructure
•
Classify vandalism of transmission and distribution systems as economic sabotage
•
Promote and protection of private sector participation in the electricity sector
•
Adopt a pricing mechanism for electricity that is cost reﬂective
•
Adopt energy efﬁciency on the supply side
•
Promote regional and international integration and co-operation
•
Improvement of investment opportunities to attract partnerships and mitigate costs of capital intensive
power projects
•
Develop local capacity for manufacturing of electricity equipment
•
Observe environmental regulations in all power sector projects

8.1.3

Pricing Policy for
Electricity Services

Pricing policy for electricity services is an
important issue in Zimbabwe. The regulatory
authority for the sector, ZERC, is responsible
for the design of the pricing policy and, after
consultation with the MEPD, sets prices
and tariffs. A number of principles have
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been established for the pricing of electric
power. The standard tariff structure in place
at present distinguishes between residential
users who pay a ﬁxed charge and a variable
increasing-block charge based on the level
of consumption. The ﬁrst 50kWh per month
for all resident users is subsidized at one US
cent per kWh. Low demand non-residential
users pay a mix of a ﬁxed rate and ﬂat variable
rates. High demand non-residential users pay a
combination of ﬁxed and capacity charges and
a variable seasonal price; the latter includes a
standard price and prices for on-peak and offpeak usage. The value of off-peak and standard
charges, at 2 US cents and 3 US cents per kWh
respectively, are very low in comparison with
the average tariff of 6.5 US cents per kWh.
Existing pricing policy calls for setting
tariffs on a cost-plus basis. In practice, tariffs
are revised once a year to cover operating costs
Rehabilitation and Recovery in the Power Sector

and some capital expenditures. In 2009, the
average end-user tariff for ZESA is estimated
at 6.5 US cents per kWh, while the economic
cost of service provision was estimated at 9.8
US cents per kWh.1 The price of electricity in
Zimbabwe is also low in comparison to tariffs
set by a number of other countries in the region.
As Figure 8.1 indicates, the average tariff in the
region is in the range of 8-9 US cents per kWh.
There is a case for providing certain groups in
Zimbabwean society with access to affordable,
low-cost power. However, as the subsequent
analysis of the ﬁnancial performance of the
power utilities indicates, the provision of
subsidies for almost all users in Zimbabwe has
serious consequences for the ﬁnancial position
of the utilities, given that the government does
not compensate the utilities for these heavily
subsidized prices.

8.2

ENERGY RESOURCES
AND EXISTING POWER
GENERATION

8.2.1

Energy Resources

In 2004, fuel-wood resources in accessible
woodlands covered about 20 percent of the
total land area, representing a stock of 320
million tons, with a sustainable yield of 13
million tons per annum. Total national fuelwood consumption is estimated at around 9.4
million tons per annum. On a national level,
the sustainable yield can meet Zimbabwe’s
total fuel-wood needs. While problems of
resource depletion are partly regional, there
is increasing trade from fuel-wood surplus to
deﬁcit and urban areas.
Fuel-wood availability is complemented by
the availability of biomass-based renewable
energy technologies such as timber waste,
urban waste, bagasse, and biogas. Over 70,000
tons of biomass waste is produced annually
1

from timber plantations, and more than 2.5
million tons of household and industrial wastes
are produced per annum in urban areas. Some
of this waste material has the potential to fuel
power plants to create electricity or other forms
of energy. Bagasse is currently used to generate
72.5 MW of electricity in the Lowveld. Biogas
offers an option for supply of household and
agro-industrial energy in Zimbabwe. More
than 400 biogas digesters have been installed
in Zimbabwe, which range in capacity from 3
cubic meters to 16 cubic meters.
Zimbabwe has no proven oil reserves. All
reﬁned oil products are imported and the bulk
of liquid fuels are used in the transport sector.
Most imported petroleum products are piped
over 280 km from Beira port in Mozambique to
the receiving terminal at Mutare in Zimbabwe.
The oil products are further transported over 260
km to the main consumption centre in Harare.
The piping facility is used by the National Oil
Company of Zimbabwe (NOCZIM) and about
70 private companies operating in the country.
The import capacity of the pipe is about 108
million liters per month while the average
import in 2009 was 30 million liters per
month (about 30 percent of capacity) against
the breakeven import of 67 million liters per
month. It is therefore economically justiﬁed
to consider using the spare capacity to wheel
oil products to neighboring countries. The
country’s main storage depots, which have a
total capacity of about 538,000 cubic meters,
are located in Mutare and around Harare.
Zimbabwe is endowed with a wide variety
of conventional energy sources for electricity
generation, of which the main ones are coal,
hydro, and coal-bed methane. Coal reserves
are estimated at about 10.6 to 26 billion tons in
situ in 21 deposits, of which some 2 billion tons
are considered mineable by opencast methods.
To date, only 3 million tons per annum of the
coal resources are used to generate power at

The under-pricing of electricity in Zimbabwe is a long-standing issue. According to the World Bank (2010), the
average tariff was 2.6 US cents per kWh in 1996-97, while the fully loaded cost to cover operations and capital
development programs was estimated at 6 US cents per kWh.
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Hwange power plant and the small power
plants in Bulawayo, Harare, and Munyati.
Zimbabwe is also endowed with coal bed
methane deposits, which are located at Lupane,
Chiredzi, Hwange, and Beitbridge, estimated
at more than 600 billion cubic meters. These
can also be used for generation of electricity.
Other available renewable energy sources
include hydroelectricity, solar radiation, and
wind. Hydropower potential on the Zambezi
River, to be shared equally between Zimbabwe
and Zambia, is estimated at 37 TWh per
annum, of which about 10 TWh per annum
have been harnessed. Potential for small-scale

hydropower also exists in Zimbabwe. Because
of the terrain and rainfall pattern, the small
hydropower potential is mostly concentrated
in the Eastern part of the country. Solar
radiation is available at an average of 2,000
kW per hour per square kilometer per annum,
spread over roughly 3,000 hours per annum.
At this rate, photovoltaic cells could generate
the current total electrical energy consumption
of 10,000 GWh with efﬁciency of 10 percent
and by installations covering 1.3 percent of
Zimbabwe’s total surface land area. There is
also considerable potential for wind energy,
particularly for water pumping.

Map 8.1. Electric Power Transmission Grid of the Southern African Region

8.2.2

Domestic and Regional Power
Generation Capacities

Electricity supplied by ZESA is generated
through one hydroelectric station and four
thermal power stations with a combined
installed capacity of 1,960 MW (Table 8.1).
The power stations include: Kariba South
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Hydro-power (750 MW), Hwange Thermal
Power Station (920 MW), Harare Thermal
Power Station (80 MW), Munyati Thermal
Station (80 MW), and Bulawayo Thermal
Power Station (90 MW). The thermal power
stations are all coal ﬁred. Both the hydropower
and thermal power stations are old: the small
thermal plants were commissioned in 1942-57,
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Kariba in 1959-62, and Hwange in 1983-87.
The most reliable plant is Kariba hydropower
station, which has an available capacity of 746
MW. The supply form Hwange power station
is intermittent, primarily owing to the age of
the plant and lack of regular maintenance. The
operation of three small thermal power plants
has been sporadic because their high generation

cost (the cost of these plants is double that of
the Hwange plant) resulting from old age (over
60 years), lack of up-keep, and an unsteady
supply of coal. The location of electricity
generation potential and the existing power
generation stations in Zimbabwe are shown in
Map 8.2.

As can be seen from Table 8.1, the average
availability of the power stations during the
past decade was 64 percent, with a range
between 53 percent and 72 percent. The age
of the power stations, coupled with lack of
their regular maintenance due to a shortage
in ﬁnancial resources, contributed to these
low availability levels.2 Load shedding of

customers is a daily occurrence because of
lack of domestic generation at the Hwange
Power Plant, sometimes running at about 10
percent of installed capacity. In the absence of
other sources of power, on some occasions up
to 600 MW has had to be curtailed to ensure
the safe operation of the system.

2

Stage II Units which had been overhauled in 2003 were supposed to be overhauled after 55,000 service hours were
overhauled in 2007 after 77,000 service hours.
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Map 8.2. Existing Plants and Energy Potential Sites in Zimbabwe
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In 2007, ZESA borrowed US$ 40 million
from NamPower (Namibian Power Utility)
to maintain Stage II units (Units 5 and 6)
with an agreement that ZESA would service
the loan by supplying NamPower with a
ﬁrm capacity of 150 MW for ﬁve years.
This supply of power to NamPower puts an
additional burden on generation shortage for
domestic supply.
Zimbabwe is an operating member of the
Southern Africa Power Pool (SAPP). Because
of its geographic location, Zimbabwe’s power
network infrastructure is also vital to the
movement or “wheeling” of power to and
from neighboring countries within the pool.
The domestic generation is augmented by
imports. As Table 8.2 indicates, over the last
10 years Zimbabwe imported 29 percent of its
power supply from the neighboring countries
(with annual dependence on imports ranging
from 21 percent to 42 percent). These supplies
came mainly from Mozambique, Democratic
Republic of Congo (DRC), Zambia, and
South Africa. More recently, imports from the
Rehabilitation and Recovery in the Power Sector

neighboring countries have been substantially
reduced because of shortages of power in the
region. The availability of imports is further
constrained by existing arrears in import
payments by ZETDC to suppliers. The continued
existence of the arrears has put ZETDC in a
weak position to negotiate for future contracts,
given that other more proﬁtable and arrears
free utilities are competing for the same power.
The net effect has been that ZETDC imports
what it can afford.

8.2.3

Status of Current
Supply Capacities

Domestic power generation in Zimbabwe is
mainly from Hwange Thermal Power Plant and
Kariba Hydropower Plant. Kariba is the most
reliable power station with available capacity
of 746 MW. Hwange has been experiencing
frequent outages because of lack of regular
maintenance which sometimes limits the
output to 100 MW. Normally, the small power
plants at Harare, Bulawayo, and Munyati
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have not been running owing their lack of
maintenance and high operational costs. The

cost of generating power from these power
plants is about double the average tariff.

With aggressive measures taken by ZPC, the
domestic power generation in September 2010
improved signiﬁcantly compared with the
situation prevailing in May. Hwange power
station, which had been running one out of
six units (generating 100 MW) in May 2010,
was running ﬁve units generating 560 MW in
September 2010. Kariba hydropower plant
which was under the yearly programmed
maintenance in September 2010 was generating
650 MW only. At the same time, ZPC was
running one of the two units of Munyati power

station generating about 32 MW in spite of
high operational costs. At that time, ZETDC
could only import a ﬁrm supply of 150 MW
from Mozambique. Out of the supply available
from domestic generation and import, ZPC
had to provide NamPower (Namibia) 150 MW
to meet the agreed payment arrangements for
the loan provided by the Namibian utility to
rehabilitate Hwange power station. Hence,
the net power available to the national grid
was 1,242 MW, which was 72 percent of the
demand of 1,730 MW (Figure 8.2).
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The implication was that 488 MW had to be
curtailed to safeguard the operation of the
system and avoid total system collapse that
invariable occurs when supply does not match
demand. The response to the power shortages
has been to import power from other regional
utilities. However, tapping this source of
supply has been constrained by shortage of
power in the region and ﬁnancial limitation in
ZETDC to settle its import bills. Hence, load
shedding of customers is a daily occurrence
because of the shortage of domestic generation
and constraints to import from the region.
It is expected that ZPC will shortly put in
service the last unit (160 MW) in Hwange power
station and this will augment the ﬁrm supply
from the power station to 720 MW. Kariba will
provide its regular supply of 746 MW when the
ongoing regular maintenance is complete. ZPC
intends to rehabilitate the Harare and Munyati
thermal plants in partnership with the mining/
industrial customers. Under the arrangement,
the power plants will be rehabilitated with
funding from the mining/industrial customers
to be ring-fenced to supply these customers at
cost reﬂective tariffs. When this arrangement
is realized ZPC will generate 64 MW (80
percent of 80 MW) from each power station.
ZPC is also negotiating with Botswana Power
Corporation (BPC) for BPC to ﬁnance the
rehabilitation of Bulawayo power plant (90
MW). It is expected that the rehabilitation
of Bulawayo plant will provide 72 MW (80
percent of 90 MW). Under this arrangement,
the two utilities will equally share the output
of the plant until 2012 when Botswana will
be able to meet its demand by commissioning
Morupule power station. With implementation
of the measures indicated above, the domestic
generation would reach 1,592 MW, raising the
domestic generation availability to 83 percent.
In the immediate future, ZPC is expected to
maintain the current level of import of about
150 MW from Mozambique and at least 50
MW from DRC, when the contract terminated
in 2010 is reinstated. After allowing for
exports of 150 MW to Namibia and 36 MW
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to Botswana, the available supply for the
national grid in 2011 will be about 1,610
MW, equivalent to 84 percent of the domestic
demand of 1,921 MW projected for 201. This
power demand forecast does not include the
reserve margins speciﬁed in the Operation Rule
of SAPP, which requires member countries to
retain a reserve margin equal to 10.6 percent
of thermal generation capacity plus 7.6
percent of hydropower generation capacity.
Measures that can be taken to augment supply
in Zimbabwe in the short-term will be through
implementation of demand side management
and accessing power available under the SAPP
short-term trade mechanism.

8.3

ENERGY DEMAND AND
ELECTRIFICATION

8.3.1

Energy Consumption

In 2004, ﬁnal energy consumption in Zimbabwe
was estimated at 6.94 million tons of oil
equivalent (toe). The main energy consumption
is drawn from wood and coal, which is mostly
used by households, accounting for 47 percent.
The next largest type of energy consumption
was coal and coke, accounting for 21 percent,
followed by motor fuels accounting for 20
percent. Electricity, which is used exclusively
by industrial and public services, accounted for
12 percent. In terms of end use consumption
by sector, the residential sector accounted for
47 percent followed by industry (19 percent),
transport (15 percent), agriculture (11 percent),
commerce (4 percent), mining (3 percent), and
others (1 percent).

8.3.2

Current Trends in
Electricity Consumption

There are a number of estimates for the current
level of electriﬁcation in Zimbabwe. ZETDC
reports that 81 percent of urban households
and 10 percent of rural households had access
to electricity in 2009. Analysis undertaken
for this Report indicates that the foregoing
urban and rural electriﬁcation rates imply that
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about 37 percent of Zimbabwe’s population
had access to electricity in 2009—a relatively
high level of access compared with many
Sub-Saharan
countries.
The
average
electriﬁcation level in the Southern Africa
region is estimated at 30 percent. However,
the draft NEP referred to in Box 8.1 reports
that the national electriﬁcation rate is about

40 percent, with the rural electriﬁcation rate
at a little below 20 percent. These estimates
imply an urban electriﬁcation rate of 76
percent, which is somewhat lower than that
reported by ZETCO. For the purposes of this
Report, the urban and rural electriﬁcation
rates reported by ZETDC have been used in
Figure 8.3 below.3

Figure 8.3 presents past trends in customer
connections. Total connections to the ZETDC
network increased by about 77,105 in 2000-09
reaching about 577,00 in 2009—an average
increase of almost 1.6 percent per annum.
In the past decade, almost all of the growth
in connections came from households. The
household connections of 437,860 in 2000
increased to 512,753 in 2009 registering average
annual growth of about 1.8 percent. During

the 2004-09 period, there had been ﬂuctuation
in government connections. The number of
government connections had decreased from
2,014 in 2004 to 1,597 in 2009, a decline of
about 20 percent. The number of business and
other connections showed marginal change
over the decade with 14,316 in 2000 declining
to 14,039 in 2009. The lack of growth in the
latter is indicative of the limited operation of
the existing business and less progress with

3

Annex 4 includes a detailed discussion of these various electriﬁcation rates and sets out the basis for estimates for
the national electriﬁcation rates used in this Report.
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new business formation in Zimbabwe over the
decade. Lack of electricity and its unreliable

supply have been major deterrents to private
sector investment.

Trends in electricity consumption are presented in
Figure 8.4. The overall consumption of electricity
over the last decade has decreased at an average
of over 3 percent a year. Except the household
consumption and that of “other accounts,” the
consumption of all accounts decreased. The
household consumption marginally increased
with average less than 1 percent.
As Table 8.3 indicates, average annual
consumption of electricity per connection
decreased from about 21,000 kWh in 2000

to about 13,400 kWh in 2009, equivalent to
a decline of 5 percent a year. This decline
was registered in all consumer categories and
stemmed from the decline in economic activity
and the inability of ZESA to meet demand
for power. The other point about these trends
in consumption is that annual consumption
of electricity per person in Zimbabwe had
declined to about 600 kWh by 2008 (Figure
8.4), which is only marginally higher than the
average for all of Sub-Saharan Africa.
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8.3.3

Rural Electriﬁcation Program

The ongoing rural electriﬁcation program
was launched in 2001 following the creation
of the Rural Electriﬁcation Agency (REA).
The primary objective of the program has
been to extend the power grid to about 10,000
rural public institutions such as schools, rural
health centers, government extension ofﬁces,
and farming communities. The full cost of
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these extensions was to be covered by the
REA program which is funded by levies on
electricity use. The locations to be electriﬁed
were those with the greatest demographic
densities. The total scope of the program
involved construction of 25,000 km of 11 and
33 kV distribution lines and installation of
425 MVA substation capacity. The program
promotes the economic use of electricity in
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rural areas through the development of energy
intensive irrigation schemes, and cottage and
agroindustries. By October 2010, the REA
had extended the grid to 6,083 rural centers
across the country, including 1,523 of the
3,891 primary schools in rural areas, 888 of
the 1,267 secondary schools, 580 of the 897
rural health clinics in the country. A total of
8,000 km of 11 kV and 33 kV distribution
lines had been constructed and 190 MVA of
substation capacity had been installed. In
addition 222 mini grid solar systems had been
installed at remote rural schools and clinics.
Final connection of all customers is done by
ZETDC, which at end 2009 had 112,806 rural
customer accounts.

8.4

MAJOR CHALLENGES IN
THE POWER SECTOR

The electricity sub-sector suffers from
unsustainable operations owing to ﬁnancial
constraints as a result of non-cost reﬂective
tariffs, collection inefﬁciencies, and vandalism
of distribution infrastructure. The loss of
experienced staff in the last decade also
contributed to the sub-standard performance of
electricity supply industry. The unsustainable
performance of the sub-sector is reﬂected in
the low investment in infrastructure and substandard poor delivery of service.
A substantially improved performance
of the power sector is of fundamental
importance for sustained economic recovery
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in Zimbabwe. The key challenges facing the
sector are: (i) to implement a comprehensive
program to rehabilitate the existing power
sector infrastructure as soon as possible; (ii) to
restructure the state enterprises responsible for
power supply, transmission, and distribution to
improve their ﬁnancial and technical capacities;
(iii) to reduce the under-pricing of power;
(iv) to improve the performance of the power
utilities by reducing distribution losses and
improving cost recovery; and (v) to improve
the regulatory and investment framework
for the power sector to lay foundations for
mobilization of large amounts of private
investment in new generation capacity.

8.4.1

Rehabilitation of the Power
Sector Infrastructure

The foregoing trends in electricity consumption
underscore the extent to which lack of
maintenance and rehabilitation in the past
decade has eroded to capacity of the power
utilities to meet the demand for power. The
rehabilitation of the electric power network
is widely seen as a high priority for the
immediate future. An improved technical and
ﬁnancial performance by the power utilities
is critical for sustained economic recovery.
The power utilities face numerous challenges
in implementing a rehabilitation program,
including security of supply, system reliability,
and operational and ﬁnancial constraints that
stem from under-pricing of power services to
all categories of consumers.
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The economic losses from the current power
sector crisis in Zimbabwe are large. These
are illustrated in Figure 8.5 which shows the
monetary value of production gains (in US$)
arising from the consumption of 1 kWh of
electricity by various sectors.4 It therefore
puts a value on the production losses at the
sectoral level that stem from a reduction
in supply of one kWh of electricity. In
agriculture, mining and manufacturing, the
losses to the economy arising from the current
inability to meet demand on a continuing
basis is signiﬁcantly higher than ZEDTC’s
average tariff of 7.53 US cents per kWh.
The implication is that increases in the price
of power to cover the full cost of supplying
these types of consumers will not undermine
the proﬁtability of production.

8.4.2

For the decade ahead, demand for power is
projected to grow by about 8 percent a year
in the base case used for this Report (Figure
8.6). At the present time, the cost of providing
electricity from the main thermal plant at
Hwange is in the range of 8 US cents a kWh,
including about 6 US cents a kWh for the
fuel cost of operating the plant. As Table 8.4
indicates, the current prices paid by ZETDC
for power imports range from a low of 1.9 US
cents a kWh from ZESCO in Zambia to 5.3
US cents a kWh for imports from SNEL in the

DRC. A key issue going forward for Zimbabwe
is the trade-off between increased dependence
on imports and investment If the projected
increase in domestic demand by 2020 is to be
met entirely from new domestic generation,
an additional 2,300 MW of capacity at an
estimated cost of $2 billion (at 2009 constant
prices) will be required by 2020. At say, 3.5
US cents a kWh, the annual import cost of the
same quantity of electricity would be about
$35 million a year.

4

Balance between New Domestic
Supply and Imports

Key for Zimbabwe in the decade ahead are
decisions on the balance to be struck between
increased domestic investment in new power
supply and increased purchase of imported
electricity. As Table 8.2 indicates, imports
accounted for about 40 percent of total
supply in 2000; by the end of the decade,
imports had declined from 5,000 GWh a year
to about 2,000 GWh a year, and accounted
for about 20 percent of total supply. The
primary reason for the decline in imports
was the increasingly difﬁcult ﬁnancial
circumstances of ZETDC and its inability to
pay for imported power.

These data are for 1998 data when production ﬁgures were stable and energy consumption ﬁgures were normal.
These ratios therefore provide a reliable indication of energy requirements when the economy is functioning
normally.
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8.4.3

Improve the Performance
of the Power Utilities

Regardless of the decisions about what is an
acceptable degree of dependence on imported
electricity supplies, an essential requirement
for the immediate future is to restore the
two power utilities, ZPC and ZETDC, to
ﬁnancial health. In the case of ZPC, the issue
is to address the current ﬁnancial problems
and through ﬁnancial and perhaps technical
restructuring, and prepare the company for a
possible partnership with a strategic investor
interested in investment.

Table 8.5 provides an overview of the ﬁnancial
position of the utility in 2009 when the net
income of the company was negative. Almost
$70 million of the $77 million of current
assets are accounts receivable, the bulk of
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which were due from the ZETCO and ZEDC.
With a current ratio of 0.24, the company
had only US 24 cents of current assets for
each $1 in current liabilities. Moreover, the
average collection period for receivables was
121 days, which is far below the normally
acceptable level of 30 to 40 days for collection.
As of end 2009, the company had about $200
million of long-term liabilities ($176 million
of obligations in arrears that were therefore
payable within one year), $144 million of
accounts payable (mainly to suppliers of coal
for the Hwange Thermal Plant), and more
that $120 million in deferred taxes due to the
government. The return on equity in 2009 was
minus 2 percent. Given these rather serious
ﬁnancial constraints, including a weak cash
position and large amounts of long-term
debt payable within one year, the ZPC is not
able to generate the funds required for the
rehabilitation of almost $1 billion of power
sector generation assets that it currently owns.
In 2009, total spending on maintenance of
these assets was about $6 million—less than
one percent of the total cost of assets. Under
more favorable circumstances, maintenance
outlays would be in the range of $30-50
million a year, equivalent to 3-5 percent of
the cost of assets. Early action to improve
the recovery of the receivables would allow
ZPC to generate sufﬁcient funds to undertake
regular maintenance on the generating plants
and hence improve reliability of supply and
enable gradual clearance of liabilities.
In the case of ZETDC, ﬁnancial and
technical restructuring must ensure that it has
the capacity for the unencumbered purchase
of electricity from foreign and domestic
sources of generation, including IPPs under
take-or-pay contract arrangements. As noted
earlier, ZETDC was established in January
2010 as a result of a merger of transmission
and distribution utilities, ZETCO and ZEDC.
Table 8.6 provides a summary view of the
ﬁnancial condition of these two utilities in
2009.
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had accounts payable of $295 million, most
of which was due to ZETCO, and ZETCO
had accounts payable of $237 million, most
of which were due to ZPC and suppliers of
imported electricity. The current ratio of
these two utilities averaged 0.63 in 2009; in
other words, they only had about 63 US cents
for each $1 of current liabilities. The large
amount of accounts receivable resulted in a
debt ratio of about 100 percent for ZETCO in
2009. These two utilities also had about $220
million of long-term loans at end 2009, all of
which were in arrears and therefore treated
as payable within one year. In addition, they
had about $50 in taxes due to the National
Government.
A key challenge for ZETDC in the near
term will be to improve substantially its
commercial performance. This will require an
upgrade of its billing system, the introduction
of pre-paid meters, and enforcement of
disconnections for seriously delinquent
consumer accounts. The earlier mentioned
problem of low tariffs for electricity sales
is compounded by substantial non-technical
losses that further erode the cash position of
the utilities. These losses are estimated to
account about 11 percent of the operational
expenses. Early action is called for on
measures that will reduce these losses.

8.4.4
In 2009, both utilities had operating losses,
the combined total of which was about $150
million. Net income was also negative. In
the case of ZEDC, the number of employees
averaged about 5,770 in 2009. With 579,000
customer accounts, there were about 100
accounts per employee. This compares with
an international benchmark of 150-250
accounts per employee for a well managed
utility. The current assets of the two utilities
were about $600 million at end 2009, of
which $525 million were accounts receivable.
The bulk of these receivables were internal
to ZESA Holdings. The distribution utility
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Reduce Under-pricing of Power

As noted earlier, electricity tariffs in
Zimbabwe are well below the cost of service
delivery. ZETDC’s current average tariff of
US$ 0.0753/kWh is about 65 percent of the
cost recovery tariff estimated at US$ 0.116/
kWh. A long history of tariffs in Zimbabwe
(and elsewhere in the Southern Africa region)
at sub-economic levels have not been able to
provide the right signals for optimum use of
electricity and attraction of new investments.
Similarly, the sub-economic tariffs have led
to adverse consumer behavior that involved
inefﬁcient use of electrical power.
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The introduction of cost reﬂective tariffs
will be required to put ZPC and ZETDC on
sound ﬁnancial grounds to become acceptable
partners in the PPP arrangements. If the
ﬁnancial position of ZETDC is to be improved,
adjustments in power tariffs will be essential.
The required adjustments will need to cover
the entire pricing structure for various types of
customers. An off-peak charge of only 2 US
cents per kWh for large industrial consumers,
for example, needs to be reviewed and raised.
In the course of reviewing the tariff structure,
consideration will have to be given to provision
of services for low income households at
subsidized rates.
Adjustments in tariffs will also ensure that
Zimbabwe moves in consonance with other
members of SADC and SAPP. The SADC
Council of Ministers has given directives for
member states to gradually migrate to cost
reﬂective tariffs on the basis of the agreed
regional framework in order to attract private
sector investment to the region. The utilities
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are now implementing programs to raise
tariffs gradually with a target of reaching
cost reﬂective tariff rates by 2013. SAPP,
with the assistance of the DBSA, carried out
a tariff study that was designed as a limited
scope, fast-track assessment of the tariff
setting principles and methods in a sample
of SADC member countries. The purpose of
the study was to assess the extent to which
wide variations in the tariff methodologies
among the member countries may be acting
as deterrents to regional electricity trade and
overall investment in the power sector in the
Region. To complement the study, the Regional
Electricity Regulator Association of Southern
Africa (RERA) has undertaken a review of
the tariff setting principles for the region
and proposed a migration path towards cost
reﬂective tariffs. The study seeks to promote
the use of cost reﬂective tariffs to generate
funds to support investment for the new power
projects in the region.
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8.4.5

Improve the Power Sector
Regulatory Environment and
Investment Framework

As the consideration in Chapter 4indicates,
there is need for adoption of measures that
will strengthen the regulatory authority of
ZERC and reduce the current overlap between
the MEPD and ZERC in regulating the power
sector and market. The Electricity Act states
clearly that the authority must operate as an
independent body, not subject to direction
or control of any individual entity or body.
However, the Minister exercises considerable
inﬂuence over the operations of ZERC, with
Board members being appointed by the
President after consultation with the Minister.
Chapter 4 includes a detailed discussion of
the current regulatory arrangements for the
power sector and sets forth actions that may be
considered to improve the current institutional
arrangements.

In the base case scenario, the demand for
power is projected to grow at an average rate
of almost 8 percent per annum over 2010-20
from 8,302 GWh in 2009 to 18,629 GWh by
2020, which translates into a peak capacity of
3,174 MW (Figure 8.6).

5

8.5

AN ACTION PLAN FOR
THE POWER SECTOR

8.5.1

Projected Demand
for Electricity

ZESA has prepared forecasts for energy and
peak power for 2010-20. The projections have
been prepared forthree scenarios, including
a base caseand low and high alternative
scenarios.5 Annex 4.C includes a discussion of
the assumptions used for the different scenarios
and the supply-demand balance for the three
scenarios. The working assumption used in this
Report is that the base case prepared by ZESA
would apply for 2011-20. The alternative
scenarios are discussed at greater length later
in this chapter in the section that deals with
risks and uncertainties.

8.5.2

Rehabilitation and Expansion
of Generation Capacity

ZPC will rehabilitate and renovate the existing
Hwange and Kariba power plants and build new
power plants during 2011-20. The intention is to

The forecast methodology for deriving future energy demand is based on the Model for Analysis of Energy
Demand (MAED). This is a standard demand simulation model that has been developed by the International
Atomic Energy Agency (IAEA). A description of the MAED methodology is provided in Annex 4.C.
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improve the supply situation in the short-term
(2010-12) through rehabilitation of the existing
plants, and implementation of enhanced DSM
measures. In the medium-term, ZESA plans
to improve the supply condition through
increased domestic generation by adding 300
MW at Kariba South and 600 MW at Hwange
and increasing electricity imports from within
the region. In the longer term, ZESA will
commission Gokwe North coal-ﬁred plant
(1,400 MW) and the 250 MW Lupane gasﬁred plant. The timing for commissioning the
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Batoka power plant will depend on the growth
in power demand in the decade ahead. In the
event that demand is higher than envisaged
under the base case, the Batoka plant would
need to be commissioned by about 2020. The
generation projects identiﬁed for short- to
medium-term development are presented in
Table 8.7. The proposed program has been
prepared in line with the criteria adopted by
ZESA and takes into account the realization
of the DSM program for “virtual power
generation”.
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As Table 8.7 indicates, the cost of the
rehabilitation program is estimated at about
$450 million, while the cost of the proposed
2,300 MW of new capacity is put at $1.956
billion (all at 2009 constant prices).

8.5.3

Rehabilitation and Expansion
of the Transmission Grid

ZETDC is responsible for the development,
operation, and maintenance of the transmission
and distribution network in Zimbabwe. The
transmission system is made up of 420kV,
330kV, 220kV, 132kV, 88kV and 66kV lines
and substations. The transmission lines have a
total length of about 7,274 km. Table 8.8 below
show the size of transmission and substations.
ZETDC will strengthen and extend the
transmission and sub-transmission networks
over 2010-20.
Rehabilitation of the existing network.
More than 50 percent of substations do not
have ﬁrm capacity. This means that in the event
that one fails, large portions of the country will
have no power for prolonged periods. Also,
new customers cannot be connected owing
to lack of transformer capacity at a number
of substations. The installation of additional
capacity at strategic bulk supply points will
address the substation capacity constraint.
There is need to address capacity constraints
on existing sub-transmission networks to
support national electriﬁcation in line with
the Expanded Rural Electriﬁcation Program
(EREP).Because of rural electriﬁcation
developments, the existing network can no
longer take any additional load owing to
inadequate capacity.The 33kV and 11kV lines
feeding these areas extend beyond 100 km and
can no longer take any new load. In some cases,
voltage regulators and boosting capacitors
have been installed, but the networks have
failed to cope because of voltage and capacity
problems. The proposed sub-transmission
lines and associated substations will allow the
connection of new loads as anticipated under
EREP. Maps 8.3 and 8.4 depict the existing
and planned transmission network expansion.
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Expansion of the transmission grid. The
transmission grid expansion program has
been prepared to meet the demand projected
under the three scenarios, namely: a low
case, base case and high case for 2010-20.
The Company’s planning criteria stipulates
that the system should remain stable under
all load conditions following the loss of the
most critical circuit or element (N-1 Criteria).
However, short of elaborate transmission
studies, the expansion plan highlights the
transmission projects necessary to connect the
recommended generation expansion projects
to the grid and load centers in a reliable, safe,
and economic manner. The expansion plan has
also taken into account the fact that the system
should operate within acceptable voltage
limits and without dangerous overloads to
equipment both under normal conditions and
during emergencies. It should also maintain the
capability of transactions with neighbouring
systems as well as wheeling within SAPP.
Zimbabwe lies at the epicenter of the SAPP
transmission grid, with power from the north
to the south through the ZETDC network;
hence the need to expand and reinforce the
transmission grid to ensure system stability and
security of supplies. The ZETDC transmission
systemprovides a wheeling corridor for
transactions from SNEL and ZESCO via
Kariba North-South and from HCB via the
Rehabilitation and Recovery in the Power Sector

MAP 8.3. Existing Transmission Grid of Zimbabwe

Songo–Bindura 400kV line, as well as from
ESKOM via the Matimba–Insukamini 400kV
line. Currently, wheeling operations from
north to south on the Zimbabwean Network
are limited to 350 MW because of the limited
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capacity of the transmission network. The
proposed wheeling projects will allow ZETDC
to increase its tradable energy from 350 MW
to 1,050 MW as well as address some network
constraints on the ZETDC Network. The
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proposed wheeling projects have been identiﬁed
to facilitate power transfers as well as improve
wheeling through the Zimbabwean network.
The estimated cost for the rehabilitation and
upgrade of the transmission network is about

$650 million at 2009 constant prices (Figure
8.8). The rehabilitation and upgrade of the
transmission network is estimated to cost
about $285million, with the sub-transmission
network estimated at about $360 million.

Map 8.4. Existing & Proposed Power Generation Sites in Zimbabwe
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8.5.4

Rehabilitation and Expansion
of the Distribution Grid

ZETDC is responsible for the development,
operational and maintenance of the
transmission and distribution network in
Zimbabwe. The distribution system is made
up of 33kV, 22kV 11kV and 0.380/0.220kV
lines. The distribution lines have a total length
of over 119,784 km servicing a base of close to
600,000 customers.

To meet a higher level of reliability for the
distribution system and to ensure that the
distribution system is capable of meeting the
future electrical requirements, short-, mediumand long-term master plan studies have been
prepared by ZETDC. The studies show the need
for the implementation of projects to ensure
reliable supply and the growth of the main
cities. Accordingly, ZETDC will strengthen
the existing distribution networks and replace
the vandalized distribution materials to
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address capacity constraints. ZETDC will also
extend the network to connect new customers
including households, small business,
industries, and agricultural establishments.
REA, in line with its mandate and the
objectives of the EREP, is now embarking on
Phase III of the rural electriﬁcation program
for the country. The objective is to extend
the medium- and low-voltage distribution
networks to supply the remaining 5,000
rural centers that do not yet have access to
electricity. REA estimates that this will require
construction of more than 15,000 km of 11kV
and 33kV distribution lines. The agency intends
to expand its support for energy intensive rural
projects including rehabilitation electricity
supplies to an estimated 50,000 hectares of
communal irrigation, and provision of power
for 61,000 hectares of new irrigation. The
program will also expand access to electricity
for cottage and agro-industries in rural areas,
and through collaboration with ICT service
providers, the REA will expand its support
for access to the national communications
grid. The REA requires technical services to
support for a comprehensive assessment of
economic feasibility of expanding the use of
renewable energy sources, including solar and
mini-hydro sources in rural areas. A business
plan for the integration of these sources into
the main power grid is also required.
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There is a signiﬁcant shortage of distribution
materials to restore power, improve reliability of
supplies, and meet new customer connections.
Moreover, a number of existing customers
are without supply owing to vandalized
distribution materials. ZEDTC will therefore
procure the necessary distribution materials to
extend and strengthen the networks to remove
the capacity constraints on the distribution
networks.

8.5.5

Demand Side Management

ZETDC will also implement demand side
management (DSM) programs with a view to
reducing energy consumption and improving
the Company’s operational performance. The
Company is facing serious revenue collection
challenges as the majority of customers are
failing to settle their bills on time. As of March
2010, these receivables stood at $340 million
and are projected to be about $290 million by
the end of 2010. The proposed DSM program
may reduce demand by as much as 350 MW in
the decade ahead.
The program will involve replacing
incandescent lamps with energy efﬁcient
CFLs and installation of a ripple control
system to control critical loads during peak
hours. The estimated cost of these components
of the program is $27.7 million (at 2009
constant prices). The program also includes
replacement of credit meters with pre-paid
meters to encourage consumers to manage
their bills. The installation of pre-paid meters
will also improve revenue collection rate and
reduce the costs involved in meter reading
and avoid conﬂict with customers who are not
settling their bills. The pre-paid meters will
also assist in reducing nontechnical losses,
which are estimated at about 11 percent,
equivalent to $4.5 million monthly revenue
loss. If these nontechnical losses were reduced
to a minimum, the cost of the pre-paid meter
program would be recovered in a little more
than one year. The estimated cost of the pre-
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paid meter program is $63.9 million (at 2009
constant prices).

8.5.6

Commercial Performance and
Restructuring of Power Utilities

The reality is that the commercial performance
of ZETDC and ZPC must be improved in the
near term if there is to be an early launch
of the proposed rehabilitation program for
the power sector. The reason is that, except
for modest amounts of support from the
newly created Zimbabwe Multi-Donor Trust
Fund, the bulk of the funding requirements
for rehabilitation in 2011 and 2012 will
have to come from the power utilities with
perhaps a modest degree of support from the
national budget. Consideration should be
given to the launch of the following threepronged program in 2011 to strengthen
the commercial performance of these two
utilities:
• Improve collections from ZETDC
customers with rapid implementation of
the pre-paid meter program, upgrade of the
existing billing system, and enforcement
of the disconnection policy for seriously
delinquent accounts. A reduction in
accounts receivable to 40 days would bring
in about $250 million if accounts were paid
in full.
• Replace the existing tariff structure with
one that moves the pricing of power
towards full cost recovery, while at the
same time preserving price subsidies for
low income households. If the average
tariff were raised from the current level
of 7.53 US cents per kWh to 8.5 cents in
2011, the increase in ZETDC revenues
would be about $90 million. If it were
raised to 9.5 cents, the increase in revenues
would be about $180 million. An increase
in the average tariff to the current cost of
service provision of 11.6 cents per kWh
would raise revenues by $370 million in
2011.
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• Use the increased revenues of ZETDC to
increase spending on the most urgently
needed rehabilitation requirements for the
transmission and distribution grid, and
reduce its accounts payable to ZPC to 30

days and thereby reducing ZPC’s accounts
receivable by $40-50 million that, in turn,
would allow for a substantial reduction in
its accounts payable.

In addition to these high priority short-term
measures, the Report proposes early action
on the ﬁnancial restructuring of the power
utilities, along the following lines:
• Strip long-term liabilities that are in arrears
and owe accrued interest charges from the
balance sheets of ZPC and ZETDC and
transfer these to a Special Purpose Vehicle
to be created by the Government in support
of parastatal restructuring, as discussed
in Chapter 5 of this Report. This would
remove $176 million from the books of
the ZPC and $267million from ZETDC.
Along with the foregoing measures to
improve commercial performance of the
two utilities, the transfer of these long-

term liabilities would bring a signiﬁcant
recovery in the ﬁnancial health of the two
utilities;
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• These
measures
would
strengthen
substantially the prospects for a successful
privatization of ZPC. A privatization
strategy could be developed along the
following lines: a trade sale of perhaps 40
percent of the equity in ZPC to a potential
strategic investor with a track record of
investment in IPP arrangements, along with
subsequent listing of 35 percent of the stock
on the Zimbabwe stock market. ZESA
Holdings may then hold the remaining 25
percent of the equity;
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• At the same time, the resulting sharp
improvement in the commercial viability
of ZETDC would reduce substantially
investor concerns about the potential risks
associated with sale of electricity to the
ZETDC grid under a take-or-pay contract
arrangement;
• These measures would need to be
accompanied by a restructuring of ZESA
Holdings, perhaps along the following lines.
The non-core business activities of ZESA
Holdings that currently result in substantial
operating losses should be closed down or
sold off. ZESA holdings would continue as
the primary shareholder in ZETDC. It may
also remain as a minority shareholder in the
privatized ZPC.

8.5.7

Institutional Capacity
Building Programs

It has been recognized that the energy
institutions require capacity building
in order to effectively discharge their
responsibilities. The capacity building
program involves billing and commercial
enhancement, training and analytical
technical studies. The cost of this item over
2011-20 is estimated at $150 million (Figure
8.9). The key elements of the proposed
program include: (i) improvements in billing
and commercial operations; (ii) support for
institutional capacity building; (iii) training
programs; (iv) a series of analytical and
technical studies; and (v) retention of a
team of transaction advisers with extensive
international experience.
Billing/commercial
enhancement.
Improvements are needed in meter reading,
billing, revenue collection, cash management,
and customer service to improve performance
and revenue generation. The investment
addresses the implementation of an efﬁcient
billing system as well as undertaking a
customer data base sanitization exercise and a
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public relations campaign. In addition systems
and processes in the area need to be reviewed
and optimized.
Capacity building and training. This
item will provide technical assistance to the
Energy Regulator and support ZETDC, ZPC,
and REA in their planning and operational
activities. The institutional capacity building
is linked to expanded training programs.
There has been substantial loss of technical
and ﬁnancial skills in the sector in the past
decade. Although some have since been
re-engaged, the number of returnees has
been very small owing to very attractive
packages offered by other regional utilities.
Enhancing staff effectiveness is a top priority
for ensuring effective deployment of the
emergency investments.
Analytical technical studies. Under the
proposed program, ZESA would undertake
a number of analytical and technical studies.
These studies will provide guidance on the
strategies to be followed in the development
of the sector and the generation of bankable
project documents. The main components of
the program are as follows:
• Need
assessment
for
immediate
rehabilitation of generation, transmission
and distribution networks;
• Preparation of strategic framework and
development program for the power sector
for the short to medium term;
• Preparation of transmission and distribution
master plans;
• Feasibility studies for generation and
transmission projects;
• Feasibility studies for expansion of the rural
electriﬁcation program, including increased
use of solar power and other renewable
energy sources;
• Institutional and tariff studies.
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Transaction advisory services. International
experience with PPPs points to the importance
of providing adequate funding for expert
advisors to help a government or related entity
in the development and tendering process
associated with the design and implementation
of a PPP-type arrangement. These services can
be expensive. In the United Kingdom, where
there is a signiﬁcant degree of standardization
in PPP-type arrangements, the costs of a
transaction advisory team amount to about

2.6 percent of the capital cost of a PPP-type
project over the period from prequaliﬁcation
to ﬁnancial closure.6 Figure 8.9 includes $40
million for the cost of the advisory services
that will be required for the Gokwe and
Lupane IPP projects, the estimated investment
cost of which is $1.62 billion. In the event that
the Batoka hydro-power project is launched in
2018 as proposed in Table 8.7, this may require
an additional $30 million for transaction
advisory services.

8.5.8

of the high priority rehabilitation programs
for generation, transmission, and distribution.
Given the timetables for launch of tenders
for the new generation plants, the ﬁrst of the
transactions advisory teams would need to
be established in 2012. Construction of the
new generation capacities would begin with
the Kariba extension in 2013. Although the
Batoka hydro-plant may not be needed until
2023, construction would need to start in 2018
to meet the target date for commissioning the
plant.

Implementation of the
Proposed Program

Table 8.10 sets out an indicative set of
timelines for implementation of the proposed
Power Sector Action Plan. The program calls
for an early start on the various capacity
building programs, including in particular
the billing and commercial enhancement
of utility operations and the demand-side
management program, the restructuring and
privatization of ZPC, the detailed design of
the format for IPP agreements, and completion

6

See also, National Audit Ofﬁce (UK), “Improving the PFI Tendering Process.” London, UK, March 2007.
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8.6

CAPITAL EXPENDITURES
AND MAINTENANCE

8.6.1

Capital Expenditure Programs

The proposed development expenditure
program for the power sector for the decade
ahead amounts to about $4.3 billion at 2009
constant prices (Table 8.11). It includes
about $150 million for capacity building
and technical services, $450 million for
rehabilitation of the Hwange and Kariba
power plants, about $2 billion for the new
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power generation capacity required to
support strong sustained economic growth,
about $640 million for rehabilitation and
expansion of the transmission grid and $610
million for the distribution grid, about $480
million for the rural electriﬁcation program
with its links to the objective of universal
access to the national communications
network by 2020, and about $28 million
for demand side initiatives to reduce
nontechnical losses and reduce substantially
accounts receivable for the ZETDC.
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8.6.2

Financing for the Capital
Expenditure Program

Table 8.12 sets out an indicative ﬁnancing
strategy for the proposed $4.3 billion program
of rehabilitation and development for the power
sector in the decade ahead. The key elements of
the funding arrangements are as follows:
• The $156 million for capacity building and
studies would be funded primarily by ZESA
Holdings, with a modest amount of support
from REA and the donor community,
including the recently established Zimbabwe
Multi-Donor Trust Fund and the companion
trust fund managed by the World Bank;
• The $450 million required for rehabilitation
of the existing power plants would be
7

funded primarily by ZPC, in partnership
with the donor community;
• The $1.96 billion required for the
proposed three new power stations in
the decade ahead would be funded by
private investment. As discussed earlier,
the privatized ZPC would be expected
to play a major role in the proposed new
generation plants. In the case of the Kariba
extension and Units 7 and 8 at Hwange,
as owner of these plants, the privatized
ZPC would mobilize the $820 million
required for their construction.7 For the
Gokwe North and Lupane Gas plants,
these Greenﬁeld investments would be
tendered internationally to attract one or
more additional IPP investors.

The proposed funding arrangements for these two projects might evolve along the following lines. In the course
of the privatization, ZPC would partner with a strategic investor that would put $300 million of equity into the
company. With the existing long-term debt currently in arrears removed from the ZPC balance sheet, the newly
privatized company would be able to use the equity contribution to raise about $600 million of debt ﬁnancing for
these two plants that once commissioned, would sell power to ZETDC under a take-or pay contract arrangement.
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The rehabilitation and expansion of the
transmission and distribution grid would be
funded primarily by ZETDC. Its ability to
mobilize the $725 million of funding required
in the decade ahead depends heavily on early
implementation of the ﬁnancial restructuring
measures outlined earlier in this chapter. With
a successful program of arrears clearance
underway in 2011, as assumed for the base
case in this Report, the donor community

would be approached for a continuing program
of support for further development of the
grid. A notional amount of $120 million of
private investment in the transmission grid is
also included, given the ongoing signiﬁcant
interest within the Southern Africa region in
“wheeling” arrangements for the transmission
of electricity across borders of the member
countries of SAPP.

For the purposes of this Report it is assumed
that 45 percent of the proposed $484 million
program for rural electriﬁcation would be
funded by REA using funds mobilized through
the 6 percent levy on electricity sales and fees
imposed on the communications industry
service providers and paid into the Universal
Fund. (See Chapter 12 for a further discussion
of these arrangements.) It is assumed that the
balance of the program (of $266 million) is
funded by donors. In the event that donors do
not support the rural electriﬁcation program,
the balance of the funding would have to come
from the national budget.
Implementation of the foregoing ﬁnancing
plan would mean that the power utilities would

provide about $1.2 billion of the funding
required, and private investment would provide
about $2.1 billion. The donor contribution
would be modest at about $600 million for the
ten-year period.
As Table 8.11 indicates, the proposed
program calls for an early start on the
rehabilitation of the power sector network
with expenditures of $315 million on the
transmission and distribution grid, $100
million for rehabilitation of the existing power
plants, $12 million for the DSM program,
and $21 million for the ﬁrst phase of the
technical support required for the program.
A modest amount of funding for these
initiatives can come from the newly created

194

Zimbabwe Report

Rehabilitation and Recovery in the Power Sector

Zimbabwe Multi-Donor Trust Fund and
perhaps some bilateral support by individual
donors depending on early progress on arrears
clearance arrangements. But the reality is that
up to $400 million of the required funding
for the 2011 program will have to come from

the power utilities and, if need be, from the
national budget. A successful early launch of
the power program depends heavily on the
early implementation of measures to improve
the commercial performance of the power
utilities, as discussed earlier in this chapter.

8.6.3

full time employment for some 9,000 people
with skills in the electrical services ﬁeld, many
of whom would require accredited trade skills
such as electricians. The issue then is whether
the educational institutions in Zimbabwe have
the capacity to ramp up their training and trade
certiﬁcation capacities quickly so as to respond
to this increased demand.

Routine Maintenance
Requirements and Funding

Spending on routine maintenance by ZPC and
ZETDC is projected to be about $90 million
in 2010, up from $16 million in 2009 (Figure
8.10). The cost of existing assets in the power
sector is estimated at about $1.73 billion, which
suggests that spending on routine maintenance
in 2010 will be about 5 percent of the cost of
capital. For the purposes of this Report, it is
assumed that routine maintenance outlays
will remain at 5 percent of the cost of the
capital stock each year for the decade ahead.
The implication is that outlays on routine
maintenance will rise to almost $300 million
by 2020 (at 2009 constant prices).
As discussed in Chapter 2 of the
Report, labor services for the power sector
maintenance program are projected to be
about $620 million in the decade ahead, which
implies average outlays on the services of
electricians and others involved in provision of
maintenance services of $62 million a year (at
2009 constant prices). Assuming an average
annual cost per person of $7,000 for skilled
and semi-skilled trades people, this implies
Rehabilitation and Recovery in the Power Sector

8.7

MANAGING RISKS AND
UNCERTAINTIES

There are a number of major risks and
uncertainties associated with the proposed
Action Plan for the electric power sector. As
with the other infrastructure sectors reviewed
in this Report, the risks and uncertainties
of greatest interest at this stage relate to the
design, funding and implementation of the
proposed program. Of particular importance
are the prospects for early action that will
improve the commercial viability of the two
power utilities, the prospects for restructuring
these utilities and for transferring their current
long-term liabilities to a Special Purpose
Vehicle that would hold such liabilities, the
growth in demand for power driven by overall
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economic growth and by increased rates of
electriﬁcation in urban and rural areas, and the
prospects for mobilizing the large amount of
private investment required for new generation
capacity in the decade ahead.

8.7.1

Growth in Demand for Power

To evaluate the impact of these various
concerns, two alternative projections for
the growth in demand for power have been
prepared by ZESA. These are referred to as the
low case and the high case, the details of which
are summarized in Figure 8.11 and discussed
at some length in Annex 4

This modest increase in domestic demand could
be met with additional generation capacity
unless of course, the operating environment
for private investment in power generation
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Under the low case scenario, there is
only very weak growth in demand because
there are serious delays in implementing the
high priority reforms aimed at improving the
commercial performance of the power utilities
and in the proposed restructuring program.
The slow progress on these fronts results in
continued power shortages that constrain the
recovery of the economy. In this scenario,
demand grows at an average rate of 3.3 percent
per annum during 2010-20, reaching 11,545
GWh by 2020.

was judged to be unsatisfactory by potential
investors. In this case, Zimbabwe would have
to meet the increased demand with additional
imports of electricity, assuming that ZETDC
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had the ﬁnancial capacity to pay for imports,
which by 2020 would require annual payments
in excess of $100 million a year if the import
price was 3.5 US cents a kWh. In the event
that the increased demand is met by additional
domestic supply, the required installed capacity
would be 3,520 MW by 2020, an increase
of 1,600 MW over the current level. This
additional capacity would have to come from
the construction of the Kariba and Hwange
extensions and commissioning of 700 MW
of thermal capacity at the Gokwe site. A total
of $1.388 billion of new private investment
would be required for these plants, compared
with $1.956 billion in the base case. The other
point of interest that emerges in the low case is
that the current level of power consumption per
person increases by a total of only 20 percent
by 2020, leaving Zimbabwe with continued
very low levels of electricity consumption
relative to many other developing countries.
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In the high case scenario, the demand is
projected to grow at an average rate of 8.6
percent per annum during 2010-20 reaching
20,303 GWh by 2020, which translates into
an installed capacity of 4,520 MW by 2020.
To meet the additional demand from domestic
generation capacity, the Lupane Gas-ﬁred plant
of 300 MW would need to be commissioned
by 2019, the cost of which is estimated at $480
million at 2009 constant prices (see Table 8.7).
In the event that there is a lack of investor interest
in the additional generation capacity required,
and as a result all the additional demand has
to be met by imports, the total import bill in
2020 would be about $400 million a year at an
import price of 3.5 US cents per kWh. In the
high case, consumption of electricity would
more than double to about 1,300 kWh per
person by 2020, which is roughly comparable
to consumption levels among lower middle
income developing countries. 
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CHAPTER 9:

Road Transport Services and Infrastructure
9.1

OVERVIEW OF THE ROAD
TRANSPORT SECTOR

9.1.1

The Setting

There are 88,100 km of classiﬁed roads in
Zimbabwe, 17,400 km of which are paved
(Table 9.1).About 5 percent of the network is
classiﬁed as primary roads and has some of the
most trafﬁcked arterials that link Zimbabwe
with its neighbors. A portion of the Pan-Africa
Highway passes through Zimbabwe (see Map
9.1). This part of the road network plays a
major role in the movement of the country’s
imports and exports as well as transit freight.
Some 14 percent of the network is classiﬁed as
secondary roads that link the main economic
centers within the country, enabling internal
movement of people and goods. The primary
and secondary roads are collectively referred
to as the trunk road system; they carry over 70
percent of the vehicular trafﬁc (measured in
vehicle kilometers) and they are managed by
the DoR (DoR). A little more than 70 percent
of the network is made up of tertiary feeder
and access roads that link rural areas to the
secondary road network. These are managed
by the District Development Fund (DDF) and
by the District Councils (DC). The tertiary
access roads, together with the unclassiﬁed
tracks, typically with trafﬁc volumes below
50 vehicles per day, provide for the intrarural access movements. They link rural
communities to social economic amenities,
such as schools, health centers, and markets,
and enable government services to reach rural
areas. The remaining 9 percent of the network
are urban roads managed by urban councils.
As Figure 9.1indicates, the road density in
Zimbabwe is about 0.23 km per square km.
This is high compared with many developing
countries; it is comparable to that of the high
income, non-OECD countries and lower
middle-income countries. Only OECD
countries have a substantially higher road
density than Zimbabwe. The implication is that
a relatively high proportion of the population
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has access to the road network of the country.
Moreover, Zimbabwe has a very substantial
road network relative to its gross domestic
product (GDP). The replacement value of
the road network asset is estimated at about
$10 billion, equivalent to almost three times
the current level of GDP. This ratio is high in
comparison with many developing countries,
and it gives some insight into the current large
economic burden of maintaining the road
network.

9.1.2

Legal and Policy Framework

Zimbabwe is a signatory of the Southern
African Development Community (SADC)
Protocol on Transport, Communications,
and Meteorology (1996). When the SADC
Protocol was adopted in 1996 it set out
signiﬁcant changes to road sector management
and ﬁnancing in the region. The agreement
commits the SADC states to the reform of road
sector institutions, in particular the separation
of responsibilities for funding, implementation,
and the commercialization of road sector
activities. The Protocol was developed
in response to recognition that traditional
approaches, whereby road management was
carried out by government departments using
general budget allocations, were not effective.
The SADC Protocol includes these features:
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• Establishing an autonomous Road
Authority which is representative of the
public and private sectors and is responsible
for strategic management and planning
the development, maintenance and
rehabilitation of the network;
• Adopting
commercial
management
practices to foster institutional, economic,
and technical efﬁciency; introducing
competition in undertaking road-related
activities and adopting a preference
for contracting out of all types of road
construction and maintenance activities;
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• Adopting appropriate ﬁnancing principles
and practices to secure adequate and
sustainable sources of funding through
incremental expansion of road user charges;
• Dedicating revenues from roads to their
provision, operation, and maintenance;
• Ensuring that economic criteria are used
when deﬁning the scope, design, and timing
of the road program;
• Harmonizing technical standards for road
and bridge construction among member
states.
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Shortly after signing the SADC Protocol on
Transport, Communication, and Meteorology
in 1996, the Government of Zimbabwe
(GoZ) initiated the Roads Sector Reform
and Development Program (RSRDP). The
RSRDP consisted of four main components:
(i) institutional development and capacity
building throughout the sector; (ii)
establishment of a RF to address routine and
periodic maintenance needs; (iii) rehabilitation
of priority road sections throughout the

country; and (iv) limited development of
new roads. The process was supported by
international donors—principally the World
Bank, the Swedish International Development
Agency (SIDA), and the Danish International
Development Agency (DANIDA) through
technical assistance.1 A new Road Act was
promulgated in 2001. The purpose of the Act
was to create the Zimbabwe National Road
Administration (ZINARA) and the Road
Fund(RF).

Map 9.1. Road Transport Network of the Southern African Region

There is currently no overarching policy
document for the road sector in Zimbabwe.
However, there are two important draft policy
documents that present the Government’s longterm approach to road sector management.
They are the “Road Sub-sector Policy Green
Paper” of March 1999 and the “Draft National
Transport Policy” of September 2005. The
1

Green Paper was part of Zimbabwe’s response
to the signing of the SADC Protocol. The
Paper is not in itself stated government policy,
but is a “consultative document” designed
to “provide a framework for focused policy
discussions.” It was published after signiﬁcant
efforts on the part of the Government to engage
with a wide stakeholder base to ensure a broad

Under the program, a total of some nine technical studies were prepared in 1999-2000, several of which are still
relevant to current discussions about the future direction of reform in the roads sector.
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consensus of opinion. The Green Paper calls
upon the Government to sustain and develop
an adequate road network in support of
national and regional socioeconomic goals
by providing, maintaining, and regulating all
roads in order to: (i) ensure access to centers
of economic and social importance in rural and
urban areas; (ii) ensure access to neighboring
states; (iii) provide an adequate level of service
and minimize total transport costs; (iv) preserve
assets vested in road infrastructure; (v) provide
an acceptable level of safety to road users;
and (iv) minimize detrimental impacts on the
environment. The paper sets out the following
institutional structure for the road sector:
• The Ministry responsible for transport shall
be the National Roads Authority which will
have the overall responsibility for the subsector.
• Rural District Councils and Urban Councils
will be deﬁned as road authorities.
• The DoR will be transformed into a State
Highways Authority.
• The
Zimbabwe
National
Road
Administration will be created to solicit
funds from road users for the maintenance
of existing road infrastructure.
• A Road Fund to provide an adequate, stable,
secure, and sustainable source of funds for
the maintenance of the road network.
The paper also describes a process for
commercialization of road works operations. It
notes that: “in the past, Government has acted
as a provider of services, sometimes in direct
competition with the private sector. Government
now recognizes that it is more cost-effective to
split the political role of government from that
of management, implementation and provider
of services.” Policy statements are suggested in
the Green Paper concerning road safety (“the
road network will provide an acceptable level
of safety to road users”) and the environment
(“works on the network will be undertaken
in such a manner as to minimize detrimental
impacts on the environment”).
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When the Green Paper was published
in 1999 it was anticipated that it would be
approved by the Government and be published
as a “White Paper” of stated government policy.
Legislation would then be enacted to support
the implementation of the various policy
statements. The Paper was not approved and
to this day remains a draft policy document.
The Government elected to proceed with
partial implementation of its recommendations
with the enactment of the Road Act in 2001.
Proposals to commercialize the activities of
the DoR through the establishment of a State
Highways Authority were not implemented.
The Road Act of 2001 superseded the
previous Road Act from the pre-Independence
era. The purpose of the Act was to establish
the Zimbabwe National Road Administration
(ZINARA) and the RF. The Act also provides
for road authorities and their functions, and for
the planning, development, construction, and
maintenance of the road network. This includes
the regulation of standards, classiﬁcation of
roads, safety and environmental considerations,
control of entry upon roads, and the acquisition
of land and materials for road works. The Act
covers all regional, primary, secondary, tertiary
and urban roads in Zimbabwe, except those in
the national parks and wildlife estates. The Act
was amended in 2002 to include two important
new measures affecting the road sector: (i) the
District Development Fund was nominated as a
Road Authority, and (ii) the deﬁnition of “road
user charges” (due to the RF) was changed to
include all fees charged and collected in terms
of the Vehicle Registration and Licensing Act.
Previously the RF could only collect vehicle
license fees and heavy vehicle surcharges.
The Road Sector Reform process slowed
after Zimbabwe went into a non-accrual status
with the World Bank in October 2000. The
Government proceeded with the establishment
of the RF and ZINARA, but since then progress
on further institutional reforms has been very
limited. The transformation of the DoR into an
autonomous State Highway Authority has not
taken place, and capacity building programs
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in the Rural District Councils and the other
road authorities were curtailed owing to the
withdrawal of donor funding.2 However, a draft
National Transport Policy paper was issued in
September, 2005. The policy objectives for the
road sector, as set forth in this document, are
as follows:
• Provision and maintenance of high quality
road infrastructure.
• Enhance accessibility to centers of economic,
social and recreational importance in rural
and urban areas.
• Promote interstate trade and smooth ﬂow of
transit trafﬁc from neighboring states and
seaports.
• Promote safety on new and existing road
network.
• Improve the management of the road
infrastructure.
• Promote the safe usage of the roads.
• Minimize detrimental impacts of road
construction on the environment.
• Enhance employment creation opportunities
and poverty alleviation.
Progress on implementing the provisions of
the draft National Transport Policy was also
constrained by the subsequent deterioration in
the economic conditions in the country.

9.1.3

Institutional Arrangements

The Road Act. The Act speciﬁes that
responsibility for the management of the total
road network of some 88,100km is as follows:
• The management of the primary and
secondary road network of 16,660 km
is the responsibility of the DoR in the
Ministry of Transport, Communications
2

and Infrastructural Development. The DoR
is also responsible for some 1,800 km of
tertiary roads.
• The 8,190 km of urban roads are managed
by Urban Councils (UC), under the Ministry
of Local Government, Public Works and
Urban Development (MoLGPWUD).
• The bulk of the unpaved tertiary road
network is managed jointly by the DDF
and by RDCs under the MoLGPWUD. The
DDF manages a core network of 25,000 km
of tertiary roads, while the RDC manage
the balance of some 36,000 km of tertiary
roads.
The institutional structure for the road sector
is shown in Figure 9.2. The DDF, RDFs,
and UCs are referred to in the Act as “local
road authorities” and are eligible for direct
allocations from the RF. The Minister may
direct the DoR to undertake works on roads
under local road authority jurisdiction if the
local road authority has failed to comply
with a directive from ZINARA to undertake
the work. The Minister may also designate
the District Development Fund (DDF) as the
road authority in respect of urban or tertiary
roads that were not constructed, maintained, or
rehabilitated by the DDF immediately before
the commencement of the Act. The RF is the
only institution that does not report directly
to a government ministry, though roads
departments in local authorities also report to
their elected councils.
Role of the Zimbabwe National Road
Agency. The operations of ZINARA are
controlled and managed by a Board comprising
twelve members appointed by the Minister
responsible for roads. The functions of
ZINARA are deﬁned by the Road Act. They
include:

A draft Project Appraisal Document was prepared by the GoZ and World Bank in May 2000 to support a program
of institutional capacity development and road works, which was to be implemented between 2001 and 2006.
The part of the program was to be funded by an IDA Credit. Other major investments in road rehabilitation were
planned by DANIDA and the Nordic Development Fund.
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• Fix road user charges and collect such
charges, fuel levies and other revenue for
the RF.

• Monitor the use of funds by the road
authorities including the implementation of
road maintenance works.

• Allocate and disburse funds from the RF to
the road authorities.

• Assist road authorities to prepare road
maintenance plans and approve such plans.
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• Assist the Minister to set out technical
standards for roads and ensure that the road
authorities adhere to these.
The key fund-raising instruments have been
the fuel levy, transit fees, overload fees, and
abnormal load fees. The fuel levy accounts for
about 45 percent of ZINARA’s revenues and
has been its main source of revenue. The Fund
has access to the following sources of funds
in accordance with the Road Act: (i) road
user charges, including fuel levies, fees paid
for exemption from axle load limits, heavy
vehicle surcharges, all fees charged under the
Vehicle Licensing Act, and international transit
fees; (ii) funds appropriated for the RF by Act
of Parliament; and (iii) grants and donations
approved by the government. The Road
Act empowers the Minister to approve the
imposition of the fuel levy as recommended
by the ZINARA Board. This requires the
agreement of the Minister of Finance. The
Minister is required to prescribe the basis for
calculation of the levy, persons responsible for
paying it, and the mechanisms for collection.
All amounts collected by way of the fuel levy
must be paid into the RF.
Department of Roads. The DoR has
signiﬁcant inﬂuence in the road sector.
It has a proud history of achievement in
road construction and maintenance, having
developed a national road network that was
once considered among the best in Africa.
The development of this network was a
signiﬁcant contributor to the growth of a
modern economy in Zimbabwe in the 1950s
and 1960s. Research and ﬁeld experience
carried out by the DoR resulted in road design
standards and construction methods that are
based on international standards, yet adapted
for local conditions. These standards and work
methods are well documented and are well
understood by practitioners in the government
and the private sector. The DoR is responsible
for the development and maintenance of
primary and secondary roads, which form
the most strategically important part of the
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national road network. The DoR is therefore
a major recipient of government funding.
The Department maintains the roads through
a network of maintenance camps based on
a force account system. As a force account
operator it also has some ﬂexibility in the use
of these resources.
District Development Fund. The DDF
was established by the government in 1981 to
handle the development agenda in rural areas
by supporting the development of communal,
resettlement, and small-scale commercial
farming areas. Its functions, institutional
structure, and reporting lines have evolved
over time. The organization reports to the
Ofﬁce of the President and Cabinet, but its
status is unique in that it is neither a parastatal
nor a government department. It is responsible
for a multiplicity of functions which focus on
assistance to communal resettlement and small
scale commercial farming areas. Its activities
include land preparation, rural water supply,
irrigation, and the provision and maintenance
of some 25,000 km of unpaved rural roads in
all the 60 districts of the country. The DDF is
managed centrally from Harare, but encourages
the participation of communities in decision
making through decentralized planning
structures such as village and area development
committees. The DDF works closely with
RDCs. In the past it was mainly funded by
donors, but presently, its main source of
funding for roads is ZINARA. Although a main
stakeholder in roads, DDF is not represented
in ZINARA’s board. It works closely with the
district councils, but the councils’ capacities
to manage road maintenance funds are low
and there seems to be a lack of clarity in the
councils’ understanding of the extent of their
road network responsibilities.
Urban Councils and Rural District
Councils. These local authorities are designated
as autonomous road authorities under the Road
Act. They have autonomy in the management
of infrastructure services in their jurisdiction,
but they are subject to policy directives from
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the MoLGPWUD.3 The RDCs were formed
from an amalgamation of Rural Councils and
District Councils in the mid-1990s. In former
Rural Council areas the local authorities
received support from large-scale commercial
farmers for road maintenance. Farmers’
contributions included taxes paid to local
authorities and assistance with equipment and
materials for road maintenance. This support
has diminished owing to the amalgamation of
local authorities and the land reform program.
The RDCs are direct recipients of maintenance
funds from the RF and are able to deﬁne their
own standards for road works. The UCs use
a combination of force account operations
for routine maintenance and small works and
contracting for larger projects. Most RDCs
have limited technical capacity to implement
road works either by force account or by
contracting. The RDCs are responsible for the
maintenance of tertiary roads that are outside
of the network of 25,000 km maintained by the
DDF. This includes the planning, selection, and
construction or roads, and the establishment
of periodic and routine maintenance systems.
Some RDCs are well established and have
a good revenue base and have reasonable
technical capacity. RDCs that have a low
revenue base cannot retain technical staff. Some
have no qualiﬁed engineers on their staff. There
is also very little private sector contracting
capacity in these areas. It is primarily for these
reasons that the Government decided that the
DDF should continue to take responsibility for
a large portion of the tertiary road network.
Many RDCs had little success in outsourcing
works. In many cases, no contractors were
available in remote areas, and in other cases,
contractors only offer tenders at very high
rates because of high mobilization costs and
lack of competition. As a result, many RDCs

3

have paid unnecessarily high prices for works
and have often resorted to force account works,
which they are not equipped to manage.
Role of the Road Fund (RF). The
establishment of the RF in 2001 was a key
institutional reform in the road sector. Prior
its establishment, maintenance of the road
network depended entirely on treasury
allocations by the National Government and
local authorities.
The RF can be used for the following
purposes: (i) grants to road authorities for
routine and periodic road maintenance or
emergency works;(ii) road safety activities;
and (iii) salaries, allowances, and other
expenses of ZINARA (which must not exceed
2.5 percent of the revenue of the RF). The
Zimbabwe National Road Administration
(ZINARA) is responsible for reviewing annual
works programs and budgets submitted by
the road authorities and consolidating them
into a single national road maintenance work
program. The Board prescribes the criteria
used to allocate grants by percentage spliting of
total funds available between roads of different
classes, by formulae that take into account the
class of road, its length, width, surface type,
and trafﬁc level, and by identifying needs
based on the condition of the network. The
Board must ensure “an equitable distribution
of funds” between the road authorities. The
Board may determine priority works by taking
into account Government priorities, the need
for effective use of the RF, vehicle license fees
collected by local authorities, and performance
of road authorities in the use of RF money.
The Board may allocate funds in accordance
with the road authorities programs or may
allocate funds according to its own identiﬁed
priorities. The Board is required to provide for

For instance, the Ministry issued a directive in 2004 which requires urban councils to accept lower standards for
road works, particularly for new high-density housing areas. This included the use of unpaved roads. (Previously
the policy of Urban Councils was to service every individual stand with a paved road.) The purpose of adopting
lower standards was to increase the length of road that can be constructed with the available budget. The implication
is an increased maintenance burden for the local authorities.
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emergency works that might arise during the
year. RF revenue has been allocated to road
authorities in approximately these roportions:
DoR 40 percent, rural roads 40 percent, and
urban roads 20 percent. The RF is also used
to support ZINARA operational costs and the
Vehicle Inspection Department. Contributions
have also been made in the past, though not at
present, to the Trafﬁc Safety Council. ZINARA
is required to disburse funds for routine
maintenance to the road authorities in advance
on a quarterly basis. Funding for other works
is disbursed on the basis of completed works
certiﬁed by ZINARA. The Authority also has
the power to direct the road authorities in the
planning, implementation and supervision of
works funded by the RF, and may carry out

technical, environmental, or ﬁnancial audits
on this work.

In general, the paved trunk road system
managed by the DoR was maintained to
reasonably high levels and suffered minimal
deterioration between 1995 and 2005. During
this period, there was a drop of only 10 percent
(from 90 to 80 percent) of the proportion of
primary roads in “good” condition. However,

according to the World Bank (2006), only 24
percent of the entire network was in “good”
condition in 2005 and 40 percent was in “poor”
condition. By 2005, the part of the network
with the highest proportion of roads in “poor”
condition was the secondary unpaved roads
with 55 percent in “poor” condition. Overall,
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9.2

CONDITION OF THE
ROAD INFRASTRUCTURE

The current condition of the network is not
known with accuracy, but it is clear that it
has declined signiﬁcantly since the mid1990s as a result of the lack of funding for
routine and periodic maintenance. Most of
the deterioration has occurred on urban roads
and on the unpaved rural road network. Figure
9.3 gives an indication of the extent of the
progressive deterioration in the road network
since 1995.
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the paved urban roads and the unpaved rural
road networks were most affected by the lack
of funding for maintenance.
The period 2005-08 was characterized by a
sharp decline in the state of an already ailing
economy and in general, little was done in terms
of road rehabilitation and maintenance. For the
purposes of this Report, the DoR prepared an
estimate of the condition of the road network
in 2009 (Table 9.2). In the absence of detailed
assessments of actual road conditions, the
estimate is based on the extrapolation of the
pre-2005 data in combination with limited
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informal visual surveys. Only about 20 percent
of the total network is in good condition
and therefore requires only regular routine
maintenance. A little less than 40 percent of
the network is judged to be in fair condition at
this time and therefore in need of a sustained
program of periodic maintenance in the decade
ahead. The bulk of the roads in fair condition
are unpaved secondary roads, paved urban
roads, and the tertiary roads. About 40 percent
of the network, equivalent to about 36,000 km,
is in poor condition and requires a sustained
program of rehabilitation in the decade ahead:
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• The paved section of the primary road
system is in relatively better condition than
the rest of the network. About 25 percent of
the unpaved truck network remains in poor
condition as was the case a decade ago.
• The bulk of the rehabilitation problem
stems from the secondary and tertiary road

9.3

ROAD TRANSPORT
SERVICES

9.3.1

Growth of the Vehicle Fleet

Information about the total number of vehicles
and motor cycles registered in Zimbabwe as
of end 2009 is reported by the Central Vehicle
Registry to be 828,395 (Figure 9.4). Details
about the growth in the vehicle ﬂeet during
the past decade are not available because of
deﬁciencies in the vehicle registration database.
For the purposes of this Report, therefore, a
rough estimate of the annual vehicle ﬂeet has
been made using data from a variety of sources.
The Annex 5 on road transport provides the
basis for this estimate.
As Figure 9.4 indicates, the number of motor
cycles has remained relatively stable at a little
Road Transport Services and Infrastructure

networks, where about 45 percent of the
network is believed to be in poor condition.
• The bulk of the urban roads are paved, but
about 25 percent of this network is judged
to be in poor condition.

below 200,000 in the past decade. The vehicle
ﬂeet (excluding motorcycles) is estimated to
have increased from about 442,000 in 2000 to
about 629,000 by 2009, an average increase of
about 4 percent a year. The most rapid growth
has been in buses and kombis, both of which
have doubled in numbers in the past decade,
and in heavy trucks with weights of more than
9 MT (Annex Table 5). Much of the growth in
this part of the trucking industry has occurred
in the past four years in response to the sharp
decline in the capacity of the national rail
system to meet demand for freight movements.
The other notable point about these trafﬁc data
is the number of motor vehicles per 1,000
people in Zimbabwe—at an estimated 48 in
2009—is in line with the average for lower
middle income developing countries around
the world, and is higher than many countries
in Sub-Saharan Africa.
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At present, Zimbabwe has about 7 vehicles
(other than motorcycles) per kilometer of road.
This ratio would rise to about 12 vehicles per
kilometer by 2020, assuming that the ﬂeet
increases by only 5 percent a year in the
decade ahead.4 As Figure 9.4 indicates, the
total ﬂeet, including motor cycles and trailers,
would be about 1.4 million vehicles by 2020.
Several important implications ﬂow from this
4

rather conservative scenario for future trafﬁc
growth. First, trafﬁc densities on the primary
road network, which carries the bulk of the
trafﬁc, will increase. Sections of this part of the
network will require upgrades and expansion
of the ongoing dualization program. Second,
the increase in the number of vehicles on the
road will allow for a substantial increase in
revenues from vehicle registration fees. As

The underlying assumption here is that GDP grows at only 4 percent a year in real terms during 2011-20. With a
multiplier of 1.25 for the transport sector, the vehicle ﬂeet grows at 5 percent a year. If the GDP growth rate was
5 percent a year in real terms, the vehicle ﬂeet would increase to about 1.6 million by 2020 at an average rate of
increase of 6.25 percent a year. The stronger economic growth and larger ﬂeet would have important implications
for government revenues from road user charges and for trafﬁc densities on the primary road network.
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the subsequent discussion indicates, these fees
could make a signiﬁcant contribution to the RF
and to future road maintenance programs.

9.3.2

Road Trafﬁc Densities

Trafﬁc densities are available for most sections
of the regional road network (Table 9.3). With
the decline of the economy in the past decade,
average trafﬁc density on the regional network
declined steadily until 2009 when there was
a sharp recovery in transport activity that
reﬂected the reversal in economic decline
of the preceding decade. Trafﬁc volumes
in Zimbabwe, as in other parts of Africa,
are heavily concentrated on the primary
network. The average trafﬁc count on the
regional network in Zimbabwe in 2009 was
substantially higher than that for the primary
and paved networks of low income and lower
middle income countries in Africa.
There are no recent data for trafﬁc densities
on the secondary and tertiary road network in
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Zimbabwe. Figure 9.5 compares densities for
various types of countries in Africa. In most
African countries at least 90 percent of reported
trafﬁc on the classiﬁed network is carried on the
main networks. Rural networks typically carry
less than 10 percent of the classiﬁed network’s
trafﬁc. A similar situation exists in Zimbabwe.
Rough estimates of the likely trafﬁc densities
for secondary, tertiary, and unpaved networks
in Zimbabwe are included in Figure 9.5.
The projected 70 percent increase in
registered vehicles set out in Figure 9.4 above
suggests that there will be a substantial increase
in trafﬁc densities on the main road networks
of Zimbabwe, for example, the trafﬁc on the
regional trunk network would likely increase
to an average of about 3,000 vehicles per day,
a level that would be roughly comparable to
the average for upper middle income African
countries.
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9.3.3

Road Transport Industry

A key issue for the transport sector is the
extent to which roads support efﬁcient,
reliable, and safe transport services for various
kinds of freight, as well as for urban and rural
populations. The private sector of Zimbabwe
is expected to provide the bulk of these
services. The poor condition of a large part on
the road network in Zimbabwe has had direct
and indirect impacts on the transport service
industry. But rehabilitation of the road network
is not a sufﬁcient condition for a strong and
competitive road transport industry. As the
World Bank (2010) has observed, governments
have a critical role to play as regulators and
facilitators of service delivery.
Public transport policy and services.5
Under a World Bank supported Economic
Structural Adjustment Program (ESAP), the
urban public transport industry in Zimbabwe
was deregulated in 1993. The deregulation has
caused a signiﬁcant increase in the number of
privately operated public transport vehicles
(mostly mini-buses) and a substantial increase
in capacity, an expansion of the urban transport
network as new services were introduced
by local authorities that were not served by
public transport prior to deregulation, and
a considerable reduction in average waiting
times for passengers. There were, however,
a number of adverse effects, including
rapid growth in the number of small public
transport vehicles that had an adverse effect
on the environment. Furthermore, the newly
introduced omnibuses threatened the survival
of the Zimbabwe United Passenger Company
(ZUPCO), the government parastatal that
provides public transportation services in
Harare.
For much of the past decade, public
transport services in urban areas of Zimbabwe

5

have been on a declining trend. The decline in
these services has resulted in high transport
costs as well as an inadequate and unreliable
public transport system. Most of the public
transport vehicles that were acquired following
the deregulation in 1993 had reached the
end of their economic life and needed to be
replaced. However, the replacement programs
of private operators were adversely affected by
the deterioration in economic conditions and
by erratic fuel supplies. Moreover, the ZUPCO
bus ﬂeet has been depleted and its services
reduced drastically. As a result, peak periods
are once again characterized by long queues
of passengers and excessively long waiting
times. People are compelled to walk for long
distances and travel in all sorts of vehicles,
including lorries and pick-ups, a practice that
has compromised the safety of travelers.
There is a clear need for a sustainable urban
public transport system in Zimbabwe. The
current challenges include the need to reduce
costs, encourage the development of cheaper
modes, and give increased attention to land
use planning in urban areas so as to ensure
residential areas and commercial development
are integrated. A more comprehensive
policy framework is required, along with a
transparent partnership between central and
local governments, the private sector and civil
society.
The road freight industry. The structural
adjustment policies and programs introduced
in Zimbabwe and neighboring countries in
the 1990s had a large impact on the patterns
of both trade and transport in the region.
A related change that has also shaped the
Zimbabwe industry has been the growth in
trade with South Africa, which has increasingly
substituted for overseas trade. Between 1990
and 1996, Zimbabwe’s imports from South
Africa increased from 20 percent to 38 percent

This section draws heavily on a paper prepared by T. C. Mbara (2006), Coping with Demand for Urban Passenger
Transport in Zimbabwe: Challenges and Options. Proceedings of the 25th Southern African Transport Conference,
Pretoria, South Africa, 10-13 July, 2006.
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of all imports.6 This trend has continued in the
past decade. As Annex Table 5.5 indicates,
South Africa now supplies about 60 percent
of total imports into Zimbabwe. In the case
of exports, only 10 percent of Zimbabwe’s
exports went to South Africa in 2001. In 2009,
more than 50 percent of Zimbabwe’s exports
went to South Africa.
Rapid growth in the Zimbabwean trucking
industry followed the liberalization programs
of the 1990s and the subsequent increase
in trade with South Africa. The number of
trucks registered in Zimbabwe increased from
27,400 in 1990 to 52,100 in 1999, and to an
estimated 75,000 by 2009. In the course of
this expansion, the Zimbabwean trucking
industry has undergone signiﬁcant structural
change and now has three rather distinct types
of enterprises, cross-border trucking, national
trucking, and domestic distribution companies.
Within the Southern Africa region, the
north-south corridor serves as an intraregional trade route between Zambia (and
further southeast, the Democratic Republic of
Congo and western Malawi) and its neighbors,
Botswana, Zimbabwe, and South Africa, and
as a link to the port of Durban for overseas
imports and exports. Beitbridge, which is one
of the two main crossings from south to north,
is the busiest border post in the region, handling
as many as 500 trucks per day. Operations
to and from South Africa are governed by
bilateral agreements that provide for sharing
information on trafﬁc development and deﬁne
the types of permits that can be issued. This
system restricts the carriage of bilateral trade
to operators from the two countries concerned
and prohibits the provision of transport within

6
7

a country by a foreign operator (a practice
that is also known as cabotage). Unlike West
and Central Africa, the Southern African
agreements do not establish quotas. This
enables direct contracting between shippers
and transporters and creates incentives for
transporters to be more efﬁcient.
From a rather dominant position in the
1990s, Zimbabwe’s long haul trucking
industry has been increasingly controlled
from South Africa.7 The growth and structural
change in this part of the industry has been
greatly helped by the increased importance
of South Africa as a source of imports and
as the primary destination for exports. Prior
to the liberalization in the 1990s, incoming
freight was predominantly from overseas
exporters who had to rely on containers for
their shipment of goods, thereby favoring
the use of rail services from Durban, and to a
less extent the port of Beira in Mozambique.
Imports from African suppliers were not
containerized at that time, so the subsequent
shift to imports from South Africa favored the
trucking industry. Moreover, the cross-border
trucking industry has been willing and able to
take return-freight at rather low rates, further
eroding the role of rail services.
Transport prices and costs. High road
transport costs and prices are widely seen
as a major obstacle to increased trade and
economic growth in many regions in SubSaharan Africa. In the case of the northsouth corridor, freight rates are comparable
to those in many advanced economies (Table
9.4). The World Bank (2010) has noted that
the Southern African international transport
market is a good model for the rest of the

Data from the Central Statistical Ofﬁce of Zimbabwe, as reported by Pedersen (2002).
The Chirundu One-Stop Border Post Initiative Monitoring Project reported in 2007 that almost 80 percent of the
trucks monitored at the border crossing are registered in South Africa and Zimbabwe, each making an almost
equal contribution. South African transporters dominate the refrigerated and tanker markets, while Zimbabwean
truckers have a larger presence in the break-bulk/consolidated freight markets. See Transport Logistic Consultants
(2007), Chirundu One-Stop Border Post Initiative Monitoring Project. Sub-Saharan Africa Transport Policy
Program, Stakeholders Brieﬁng Note, First draft report, July 2007.

Road Transport Services and Infrastructure

Zimbabwe Report 213

continent because liberalized entry with
enforced quality and load-control rules
applies to all operators.8 According to the
World Bank (2008), there is scope for further
reduction in freight rates on the Southern
Africa corridors. Reductions in border
crossing times would have the biggest impact
on prices. This is mainly because the current
delays in the north-south corridor (especially
at Beitbridge and Chirundu) are at least twice
as long as at the Malaba border post in East
Africa (four days compared with a maximum
of two), and because of the more modern
trucks used in Southern Africa. According to
the World Bank (2010), a journey of 2,400
kilometers from Lusaka, Zambia, to the port
of Durban in South Africa takes on average
eight days, four days of travel time and four
days spent at border crossings entering and
departing Zimbabwe. This compares with
land border-crossing times of no more than
half an hour for industrialized countries. The
investments required to develop one-stop
border facilities and to modernize customs

8

procedures are relatively modest and have
a high payoff in the form of reduced costs
of transport. Creation of one-stop border
posts would be the ideal solution for this
corridor. The second most effective measure
is a reduction in fuel prices. Improvement
in road conditions has a lower impact in the
Southern Africa corridor because the road
is in fair or good condition along the whole
corridor.
At present, there appears to be a signiﬁcant
difference between road freight rates that
apply within Zimbabwe and those that apply
on the north-south corridor that transverses
Zimbabwe. In response to enquiries in the
course of preparing this Report, domestic
freight companies quoted freight rates of 1011 US cents a ton km for domestic freight
movement. According to the Commercial
Farmers Union of Zimbabwe, the domestic
cost of road transport is now about one and
half times that of the regional average. These
concerns are consistent with the data reported
in Table 9.4.

Operations to and from Southern Africa are governed by bilateral agreements. Unlike West and Central Africa,
the Southern African agreements do not establish quotas. This enables direct contracting between shippers and
transporters and creates incentives for transporters to be more efﬁcient. The agreements contain the following
provisions, among others: they restrict the carriage of bilateral trade to carriers from the two countries; prohibit
cabotage; provide that the regulatory authorities of the two parties shall share information concerning trafﬁc
development; deﬁne the types of permits that may be issued, namely 14 days, short term (3 months), and long
term (12 months); state that cargo rates and charges shall be determined by the market; and provide for the
establishment of a joint route management group to determine transport needs on a route, among other things.
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9.4

IMPROVING
ROAD SAFETY

9.4.1

Institutional Arrangements

The Trafﬁc Safety Council of Zimbabwe
(TSCZ) is the foremost institution in Zimbabwe
for promoting road safety. It was established by
the Trafﬁc Safety Council Act of August 2000.
The Council is overseen by a Board appointed
by the Minister of Transport, Communications
and Infrastructural Development. The
functions and powers of the Council include: (i)
promotion of safety on roads; (ii) publication
of the Highway Code; (iii) dissemination of

9.4.2

Recent Improvements
in Road Safety

The TSCZ has maintained relatively
comprehensive data on road accidents since
early 1990s. The average number of accidents
between 1993 and 2008 was 37,000, resulting
in an annual average of 17,740 injuries and
1,386 deaths. While the Council admits that not
all collisions are recorded, Figure 9.6 suggests
that there has been steady improvement in
road safety in the past decade. This could be
associated with the poor performance of the
economy and reduced trafﬁc ﬂows on major
thoroughfares.
Figure 9.7 provides information for 2007
on the number of persons killed per 10,000
vehicles for Zimbabwe and other countries
by income category.As Figure 9.6 indicates,
Road Transport Services and Infrastructure

information on road safety; (iv) advising the
Minister on matters relating to road safety;
(v) control and regulation of driving schools;
and (vi) establishment of standards for testing
of persons for the issue of learners’ licenses
andcertiﬁcates of competency. The Council
has no powers to enforce safe driving practices
or inﬂuence engineering design of roads to
improve safety. Dialogue between government
agencies on road safety is currently achieved
on an informal basis, with little coordination
on issues such as the linkage between accident
rates and road condition, functioning trafﬁc
signals, vehicle condition.

in the ﬁrst half of the decade the incidence of
deaths per 10,000 vehicles was comparable
to the average for low income countries, but
by 2007 the incidence of deaths had declined
sharply and was comparable to the levels of
other lower middle income countries.
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Nonetheless, the national cost of road accidents
is high. Assuming that the average cost of
repairs to vehicles involved in accidents is
$500 per accident, the total direct cost of
vehicle repairs due to accidents has been about
$14 million per annum over the past ﬁve years,
most of which are foreign currency costs. The
cost of health care, funeral costs, etc., for
victims of accidents is probably a similar or
higher amount.
Stakeholders in the road sector have
identiﬁed inadequate coordination and
communication between government and
private sector agencies, and poor driver
attitudes as the main reasons behind the high
accident rates. Institutional restructuring
has been proposed to resolve this problem,
through the establishment of a road safety
coordinating committee or authority. Social
and environmental issues have not yet been
mainstreamed in road sector activities.
There is no speciﬁc Road Safety Policy in
place at present in Zimbabwe and therefore no
comprehensive legal instrument covering all
aspects of road safety policy implementation.
The Draft National Transport Policy contains,
as an objective, “protection of life and
property through improved trafﬁc/transport
safety and security”, but makes few further
references to road safety. Current legislation
covering aspects of road safety include the
Roads Act, the Police Act, the Trafﬁc Safety
Council Act, the Road Trafﬁc Act, the Road
Motor Transportation Act 1997, the Vehicle
Registration and Licensing Act, the Urban
Councils Act, the Municipal Trafﬁc Laws
Enforcement Act, and the Regional Town and
Country Planning Act.
Design manuals for roads in Zimbabwe
incorporate accepted international standards
for road safety features, including, for example,
road widths, horizontal and vertical curvatures,
and minimum sight distances. In some cases,
these standards have been adapted for local
conditions. Zimbabwe has adopted the SADC
Guideline for Low-Volume Sealed Roads
(July 2003), which highlights the “overriding
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need to incorporate road safety measures in
the geometric design process.” The guideline
notes that “road safety and enforcement are key
factors which can have a major inﬂuence on
road safety, and should be given high priority
in order to promote a road safety ‘culture’ for
all ages and road users.”
The Vehicle Registration and Licensing
Act and portions of the Road Trafﬁc Act set
out the requirements for vehicle standards.
Commercial vehicles carrying passengers must
be inspected for roadworthiness twice a year
by the Vehicle Inspection Department. Other
commercial vehicles must be inspected once a
year. Legislation is currently under preparation
for annual roadworthy inspections of all
private vehicles. All motor vehicles are subject
to compulsory third party insurance, though
the value of the insurance is not stipulated in
the legislation. The majority of vehicles in
Zimbabwe are currently either underinsured,
or uninsured, because motorists cannot afford
the premiums.

9.4.3

Expanding Road
Safety Programs

The Trafﬁc Safety Council has a Strategic Plan
that includes awareness creation, improved
driving standards and coordination of SADC
regional efforts. However, its operations are
constrained by inadequate funds. Its recurrent
budget is ﬁnanced primarily through the
Motor Insurance Levy. As noted above,
private insurance is not a signiﬁcant source of
revenues. Furthermore, government agencies
such as the national army, which operate large
vehicle ﬂeets, do not purchase insurance. The
Council is therefore signiﬁcantly under-funded
and has not been able to roll out its Plan.
The proposed program for road
maintenance, especially on the trunk roads,
may reduce the risk of road accidents. The
apparent improvement in road safety in the
past decade notwithstanding, there is need for
a comprehensive strategy for improved road
safety in Zimbabwe, especially as economic
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recovery expands and trafﬁc volumes rise.
Such a program would need to be built around
promoting safety on the proposed new and
existing road network and promoting the safe
usage of the roads. The ﬁnancial resources of

the Council will also need to be strengthened.
The lack of funding for the road safety program
could be overcome if ZINARA were to ﬁnance
the program.

Programs aimed at promoting safety on the
new and existing road network would need to
include: (i) increased road trafﬁc surveillance
to control overloading; (ii) strengthened
capacities to enforce vehicle safety regulations;
(iii)regular trafﬁc counts on major highways
and the use of weigh-in-motion and mobile
weighbridges by enforcement agencies; (iv)
encouraging the private sector to invest in
weighbridge infrastructure so as to increase
the availability of services to complement
enforcement efforts; (v) introducing stiff
penalties for transport operators who operate
overloaded vehicles; and (vi) harmonizing
axle load limits within the region.
Promoting the safe usage of the roads would
involve ensuring that road authorities install
and maintain appropriate road signs on new and
existing roads, encouraging road authorities to

install visible road markings and signs that are
less prone to vandalism,implementing trafﬁc
management measures including trafﬁc signs
in line with regional standards, and ensuring
that all possible engineering deﬁciencies on
“black spots” are rectiﬁed in order to reduce
occurrence of accidents.
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9.5

CAPITAL EXPENDITURE
PROGRAMS FOR THE
ROADS SECTOR

A conservative replacement value for the road
infrastructure would be about $10 billion. It is
unlikely that there exists another single public
infrastructure asset in Zimbabwe worth nearly
this amount. Preservation of this valuable
asset is important. Almost 70,000 km of
roads—equivalent to about 80 percent of the
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total network—is in need of rehabilitation or
periodic maintenance. Tertiary and urban roads
account for 85 percent of the roads that need
rehabilitation or periodic maintenance. The
Action Plan therefore calls for implementation
of a program in the decade ahead that would
rehabilitate all 36,000 km of road currently
classiﬁed in poor condition and reduction of
the backlog of some 33,000 km of road in need
of periodic maintenance. But as discussed
below, funding constraints could result in
delayed implementation of this ambitious plan
that, in turn, could have an adverse effect on
the economic recovery.

9.5.1

These unit costs have been used to estimate the
total cost of rehabilitation of the road network.
The results are set out in Table 9.5.
Total cost of rehabilitation is high. The
total cost of rehabilitation is estimated to be
about $2.7 billion, with the bulk of the funding
required for the secondary, tertiary, and urban
roads. This is a huge backlog that exceeds

competing needs for rehabilitation of other
infrastructure such as water and power. It also
represents a substantial increase in the cost
of rehabilitation, compared with the estimate
reported by the World Bank in 2006. At that
time, it was estimated that $1.7 billion would
be required to restore road network to good
condition (Figure 9.9).

9

Rehabilitation of the Network

Unit costs for rehabilitation. Estimates of
the unit costs of rehabilitation of the various
categories of roads in poor condition were
prepared by the DoR for the Report. Figure
9.8 compares these estimates with those
prepared by the World Bank (2006) for 2005.
This comparison indicates that the overall unit
cost of rehabilitation has increased by about
60 percent since 2005. The estimates for 2009
are broadly in line with the ﬁndings of a recent
report by the World Bank (2008).9

The World Bank study found that road construction and rehabilitation costs in Sub-Saharan Africa have
been escalating. See World Bank (2008), Unit Costs of Infrastructure Projects in Sub-Saharan Africa. Africa
Infrastructure Country Diagnostic, World Bank, Washington, DC, June 2008. Using data for actual construction
and rehabilitation programs in 2006, this study ﬁnds that construction costs for a paved road range from about
$209,000 to $614,000 per lane km of paved road. Rehabilitation costs were reported to range from $195,000 to
$505,000 per lane km of paved road. The escalation in construction and rehabilitation costs appears to stem from
a combination of factors, including domestic inﬂation and currency appreciation, limited capacities within the
construction industry relative to demand, the increase in the international oil price and the knock-on effect on
domestic diesel prices.
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In its present state, the Zimbabwean
economy cannot be expected to support such
large investments. Sector investment choices
would therefore have to include a careful
consideration of the relevance of the sector
on the performance of the economy as well
as the effect of a rebounding economy on the
sector itself. Ideally an economic evaluation
of the road investment options would have
been carried out to determine the optimal
investment scenarios. These databases and
analytical tools of the various road authorities
have deteriorated or are out of date. A priority,
therefore, is to upgrade these tools and
databases. The pragmatic approach would
be to assess broadly the possible beneﬁts
and impacts associated with the various
intervention scenarios. In terms of beneﬁts
to the economy, low cost interventions on the
highly trafﬁcked roads would yield the most
savings to the economy, owing to reduced
vehicle operating costs and curtailment of
further pavement deterioration that would
cost more in the future.
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Typically, such interventions would
result in high internal rates of returns and
net present values. In addition, a costeffectiveness analysis for low-volume rural
roads serving the rural population would result
in justiﬁable investment cost per capita. There
foregoing approach is further supported by the
Government’s agenda to promote growth in
the rural areas with special focus agriculture. A
robust rural road network would result in higher
agricultural production and this would have
the desired spinoffs including employment
creation, availability of raw materials for
the industry and access to amenities such as
health, education, and markets: for example,
the road network serving the northern and
the north-eastern highlands, where signiﬁcant
agricultural activities take place, is of particular
importance to the economy. The District
Development Fund (DDF) had ongoing road
rehabilitation and bridging works that were
stopped after the economic downturn. These
projects need to be restarted with special
attention to boosting agriculture.
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Priorities for rehabilitation in the near term.
In the absence of comprehensive assessments
of road conditions, the strategy of the DoR is
to give priority to those sections of the road

network that are most in need of rehabilitation
and that may have a high payoff in terms of
reduced transport costs, improved market
access and safety.

Against this backdrop, the World Bank
recently undertook an assessment of the high
priority requirements for rehabilitation in the
roads sector for consideration in the 2010
national budget.10 The guiding principle in
the selection of interventions for the 2010
budget in the roads sub-sector was to choose
low cost actions that would de-clog or
facilitate better ﬂow of vehicular trafﬁc along
the highly trafﬁcked primary and secondary
roads and to indentify activities on tertiaryfeeder and tertiary-access roads serving high
population densities and rural areas with high
agricultural potential. Such activities include
extensive routine maintenance (resurfacing,
pothole patching, edge repairs, crack sealing,
road signage, access controls) on the poorly
maintained highly trafﬁcked trunk roads.
Close attention is also being given to
“ongoing” road projects where substantial

amounts of work had been accomplished,
but could not be completed because of the
changing economic circumstances in the past
decade. Such interventions have the advantage
of preventing further losses through wastage
of completed pavement works and providing
a higher level of service that reduces operating
costs. Equally important is the rehabilitation
of damaged sections of the trunk road system
starting with uncompleted projects and the
completion of the upgrading of unpaved trunk
roads to surfaced standards. A priority has
also been assigned to uncompleted bridge
construction along highly trafﬁcked roads to
prevent further loss as the uncompleted works
are exposed to the elements.
Priorities for the medium and longer
term. The objective is to complete, within the
next ten years, all remaining rehabilitation
work on those sections of the network in poor

10 World Bank (2009), “Republic of Zimbabwe: Rationalization of the 2010 Budget Transport Sector Mission Note.”
World Bank, Washington DC, November 2009.
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condition. As Table 9.6 indicates, a total of
almost 36,400 km of the national network
requires rehabilitation, the total cost of which
is estimated at $2.7 billion at 2009 constant
prices. The bulk of the expenditures is related
to paved section of the secondary network, the
tertiary network, and the paved urban network.
To meet this objective, an average annual
outlay of $270 million a year for rehabilitation
would be required (at 2009 constant prices).

This level of annual spending would be well
beyond existing force account capacities of
the various road authorities in the country.
Successful implementation will therefore
require a series of large contracts let to the
domestic and international private sector.
At present, there is a relatively low capacity
within the domestic construction industry
for road construction and rehabilitation. A
major concern going forward is that these
limited domestic construction capacities may
result in lack of competition in bidding for
rehabilitation contracts, and as a result, further
sharp escalation in prices and/or serious cost
overruns in road works. As noted earlier,
lack of contractor capacity has been one of
the major reasons for the sharp escalation
in the cost of road works in Africa in the
past decade. To meet the immediate needs
for rehabilitation, the World Bank therefore
proposed assistance to the DoR and the City
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of Harare through acquisition of vehicles and
plant to boost their internal capacity to manage
the roads under their care. The subsequent
consideration of capacity building initiatives in
the construction industry for road rehabilitation
and maintenance addresses these concerns.

9.5.2

Periodic Maintenance Programs

The DoR estimates that about 33,000 km of the
road network is in fair condition, and therefore
in need of periodic or deferred maintenance
(Table 9.7). Completion of periodic
maintenance on this portion of the network is
estimated to cost about $565 million at 2009
constant prices.
The largest backlog of deferred maintenance
is in the tertiary road network; about 25,000
km of these roads need periodic maintenance,
the estimated cost of which is about $380
million at 2009 constant prices. The primary
network is estimated to have about 540 km
of roads, most of which are paved, in need of
periodic maintenance, About 45 percent of the
secondary network, mainly unpaved roads,
is in need of periodic maintenance. About 40
percent of the urban network is also in need of
periodic maintenance.
The proposed Action Plan attaches a
high priority to early implementation of the
periodic maintenance program. Its objective
is to ensure that even larger portions of the
network do not continue to deteriorate to the
point where they require full rehabilitation. If
periodic maintenance on the above-mentioned
33,000 km is not undertaken, the cost of full
rehabilitation of these roads would be about
$2.67 billion. In the case of the urban network,
for example, the current cost of the required
periodic maintenance is estimated at $98
million; full rehabilitation of the 3,266 km of
roads currently in fair condition would cost
about $1.14 billion at 2009 constant prices, a
tenfold increase in expenditure requirements
on this part of the network.
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9.5.3

Expanding Capacities
of the Network

To pre-empt further trafﬁc congestion on
sections of trunk roads near major cities, there
is need for selective expenditures that increase
road capacities in the near term. The recent
World Bank assessment assigned a high priority
to completion of the stalled dualization of the
trunk roads to Gweru and Masvingo. As with the
proposed rehabilitation program, in the near term
at least, new construction would have to be done
mainly through force account units operated
by the DoR.Given the existing trafﬁc densities,
the earlier-mentioned rather conservative
projection for the growth in registered vehicles
in Zimbabwe, and continued steady growth
in freight movements on the north-south road
corridor, that the primary road network will
experience sharply higher trafﬁc volumes in the

decade ahead is expected. Some sections of the
network will require new construction to expand
capacities of the network.11
Decisions on increasing the capacity of
existing roads and expansion of the network
should be based on these objectives:
• Enhancing accessibility to centers of
economic, social, and recreational
importance in rural and urban areas. This
part of the program would include upgrading
gravel roads linking growth points to major
highways and major economic centers to
surfaced road standard, linking centers
of economic and social activities such as
mines, rural health centers, and schools
with all weather roads, and improving road
access to major tourist centers.
• Promoting interstate trade and smooth
ﬂow of transit trafﬁc from neighboring

11 The DoR has prepared a schedule of roads that may require dualization. This includes the North-South Corridor
(2,025 km), the Beira Corridor (271 km), intercity links between Harare, Gweru, Bulawayo, and Plumtree (549
km) and the Limpopo Corridor (447 km). The cost of these dualization programs is put at $650,000 to $700,000
per km. Given the current relatively low trafﬁc densities on many of these road sections, a new round of studies
is required to determine the economic feasibility of these various proposals.
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states and seaports. These programs would
include upgrading the Regional Trunk
Road Network (RTRN), where necessary
including the dualization of the network to
increase road capacity and improve the ﬂow
of trafﬁc, and removing non-trafﬁc barriers
by promoting “one stop” border posts. In
that connection, the DoR has indicated
that the Development Bank of Southern
Africa has made $500 million available
through the Infrastructure Development
Bank of Zimbabwe for a study and possible
upgrade of the north-south regional routes
of Beitbridge-Harare and Harare-Chirundu
and the urban ring road around Harare.
More work is needed on assessing the road
requirements for urban areas in the decade
ahead. As the consideration in Annex I of
this Report indicates, the urban population of
Zimbabwe is estimated at 7.8 million for 2009,
which implies an urbanization rate of about 62
percent. The urban population is projected to
increase by about 2.2 percent a year to about
10.2 million in 2020 (Annex Table 1.1). Such an
increase may have signiﬁcant implications for
construction and upgrading of the urban road
network. As Table 9.1 indicates, the urban road

network of Zimbabwe currently stands at 8,194
km, almost all of which is paved. This implies
a population density of about 950 people per km
of urban road. If the same density were to apply
to the projected urban population for 2020, an
additional 1,540 km of urban roads would be
needed at that time. At the prevailing cost of
$350,000 per km for paved roads in urban areas
(see Table 9.5), this would involve a capital outlay
of about $540 million in the decade ahead by the
urban councils responsible for these networks.12
A key policy issue for the future development
of urban areas involves assessment of the
options for managing the growth of urban areas,
including, perhaps, increased housing densities
and improved links between the location of
new industrial employment opportunities and
housing development.

9.5.4

Funding for Capital
Expenditure Programs

For the purposes of this Report it is convenient
to review the funding requirements of
the proposed rehabilitation and periodic
maintenance programs for each of the
designated road authorities, the DoR, the UCs,
RDCs, and the DDF.

12 The capital cost of such an expansion could be lower than the estimate of $540 million if the MoLGPWUD were
to direct that these new urban roads should be gravel rather than paved.
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Funding requirements for the DoR. As Table
9.8 indicates, of the 18,462 km of road for
which the DoR is responsible, about 6,680
km (36 percent) are in poor condition and
therefore in need of rehabilitation, and about
5,240 km (28 percent) are in fair condition and
in need of periodic maintenance. The total cost
of rehabilitation and periodic maintenance of
the DoR portfolio is estimated at $1.06 billion.
The proposed Action Plan set out in Table
9.8 calls for completion of the backlog of
rehabilitation and periodic maintenance by
2020. Clear priorities will need to be established
for the program. Subject to additional ﬁeld
assessments of the sections of road in need of
rehabilitation and periodic maintenance, the
proposed implementation strategy is to give
priority to the rehabilitation of the 270 km of
primary road network, the cost of which is
estimated at $107 million, and to complete the
periodic maintenance of all 5,242 km of roads
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in fair condition, thereby preventing further
deterioration in these roads, especially in the
secondary network. The total cost of this part
of the program would be a little more than
$200 million. The proposed timeline would be
to start this part of the program in 2011 and
complete it in 2013. In the absence of donor
funding, the program would require budget
allocations of about $70 million a year.
The rehabilitation of the secondary and
tertiary road network could then begin in 2014
and be completed in 2020 at a total cost of
about $860 million (at 2009 constant prices).
This would require average annual capital
outlays of about $120 million a year. Assuming
that Zimbabwe’s current problems with donors
relating to arrears clearance are resolved
before 2014, the Government could propose
a partnership arrangement in which donors
funded half of the program, with the remainder
being funded from the national budget.
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Table 9.9 sets out the details of the proposed
program for 2011-20. The national budget
would provide a total of $600 million and donors
would provide the balance of $460 million.
Several donors have a history of involvement
in the primary road sector of Zimbabwe, for
example, World Bank involvement in the
sector dates back nearly to the 1980s. Major
projects ﬁnanced by the Bank in the 1980s
and 1990s included the Highways Project
(1988-95), which involved rehabilitation and
resealing of paved roads, and re-gravelling and
improvements to secondary and tertiary roads.
Funding requirements for Urban
Councils. Urban Councils are designated as
autonomous road authorities under the Road
Act. As noted earlier, local authorities have
autonomy in the management of infrastructure

services in their jurisdiction, but they are
subject to policy directives from the Ministry
of Local Government, Public Works and Urban
Development (MoLGPWUD). The City of
Harare has about 3,000 km of roads under its
jurisdiction and Bulawayo has about 1,700 km.
Other urban centers account for the remaining
57 percent of the urban network. They use a
combination of force account operations for
routine maintenance and small works and
contracting for larger projects.
As Figure 9.10 indicates, of the 8,194 km of
road for which the UCs are responsible, about
2,050 km (25 percent) is in poor condition and
therefore in need of rehabilitation, and about
3,280 km (40 percent) is in fair condition and
in need of periodic maintenance.

The total cost of rehabilitation and periodic
maintenance of the road portfolio of the UCs
is estimated at $813 million at 2009 constant
prices. Implementation of the proposed
rehabilitation program over the next decade
would require outlays by the UCs of about
$80 million a year. Details on the costs of
rehabilitation and the backlog of deferred
maintenance are not available on a city-bycity basis, but on a pro-rata basis, about $300
million of the program could be attributed to
Harare, about $170 million to Bulawayo, and
the balance of about $340 million to the other
urban centers throughout the country. The City

of Harare had a $50 million road development
budget for 2009. The main concerns of the City
are the poor state of the streets in the suburbs,
the dilapidated trafﬁc signaling system, and
the low trafﬁc volume capacity of the main
streets and intersections.
The foregoing estimates of the cost of
rehabilitation do not include capital outlays on
new urban roads. The 2009 budget included
the completion of Harare Drive, High Glen
Road, and Arcturus Road, which are either
missing parts of a ring road around Harare
or links aimed at decongesting the highly
populated parts of the city. Among other
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projects under execution in 2009 was the
dualization of the Airport Road. At the time
the budget was prepared, it was unclear how
the road development budget in 2010 and
subsequent years would be funded. As noted
earlier, growth in urban areas in the decade
ahead could require construction of perhaps
as much as 1,540 km of new roads at a cost
of about $540 million. More work is needed
on these possible new road requirements for
urban areas.
The key issue here is the manner in which
these capital outlays by the councils would
be funded. Local authorities generate funding
through rates and local taxes. They are also
able to borrow for capital investments on
approval of the MoLGPWUD. This facility
is, however, limited by high interest rates,
which became unaffordable with the declining
economy. More work is needed to assess the
capacity of urban councils to meet the cost of
rehabilitation. The working assumption used
in this Report is that urban councils would
be able to cover no more than 20 percent of
the total cost of rehabilitation, equivalent to
about $160 million over the ten-year period.
The implication is that the balance of the funds

would have to come from the national budget
and or donor support. In the event of an early
resumption of donor support for infrastructure
rehabilitation and development in Zimbabwe,
the UCs may be able to mobilize some of these
funds from donors. There is a history of donor
support for urban infrastructure. The Urban
Project of the World Bank (1989-99) supported
the development of basic infrastructure
including roads and water treatment works.
Funding requirements of the RDCs and
DDF. As Figure 9.11 indicates, the rehabilitation
of the secondary and tertiary road network for
which the RDCs and DDF are responsible is
estimated to cost about $960 at 2009 constant
prices. The cost of completing the backlog of
deferred maintenance is estimated at about
$370 million. Implementation of a program of
this magnitude in the decade ahead poses very
substantial challenges for the mobilization of
the required funding and the implementation
of a program of this magnitude. Given these
potential constraints, the working assumption
used in this Report is that the rehabilitation of
the tertiary network will be completed over a
15-year period, 2011-25.

The RDCs are responsible for the tertiary
roads that are outside of the network of 25,000
km maintained by the DDF. This responsibility
includes the planning, selection, and

construction of roads and the establishment of
periodic (and routine) maintenance systems.
Some RDCs are well established and have a
good revenue base and reasonable technical
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capacity, but most have limited technical
capacity to implement road works either by
force account or by contracting. RDCs that
have a low revenue base cannot retain technical
staff. Some have no qualiﬁed engineers on
their staff. There is also very little private
sector contracting capacity in these areas. It is
primarily for these reasons that the Government
decided that the DDF should continue to take
responsibility for a large portion of the tertiary
road network. Many RDCs have little success
in attempting to contract out works. In many
cases, no contractors are available in remote
areas, and in other cases, contractors will only
offer tenders at very high rates owing to high
mobilization costs and lack of competition. As
a result, RDCs that face the prospect of paying
unnecessarily high prices for works often
resort to force account works, for which they
have limited managerial capacity.
As with the UCs, the working assumption
used in this Report is that the RDCs and DDF
would cover no more than 20 percent of the
total cost of rehabilitation, equivalent to about
$280 million over the ten-year period. The
balance of an average of $110 million a year
would have to be mobilized from the national
budget and or donor support. In the event
that donors resume support for development
programs that are implemented by government
entities in Zimbabwe, it may be possible to
mobilize donor support for the rehabilitation
and deferred maintenance program for some
of these jurisdictions. Again, there is a long
history of donor support in these areas. The
RDC Pilot Capital Development Project of the
World Bank (1997-2000) sought to develop
the capacity of RDCs to plan, implement, and
manage service delivery.

9.6

MAINTENANCE
PROGRAMS FOR ROAD
INFRASTRUCTURE

A key element of the Action Plan is the
adoption of a set of measures that will improve
substantially the capacity of Zimbabwe to
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ﬁnance road maintenance programs at a level
that will ensure the roads remain in good
condition. The critical questions that need
attention are: (i) How to close the gap between
current funding and the requirement for road
maintenance budget? (ii) How to prioritize
the available maintenance budget? and (iii)
How can the RF become more effective? The
consideration below sets out a strategy for
funding the future cost of routine maintenance
from road user charges.

9.6.1

Routine Maintenance
Programs and Costs

There are currently about 18,600 km of road
in good condition in the country that require
routine maintenance. The estimated cost of
routine maintenance for this portion of the
network was about $90 million in 2009 (Table
9.10). Only about 15 percent of this amount
was actually spent on routine maintenance.
Table 9.10 also includes an estimate of the
annual cost of routine maintenance if the
entire road network of 88,100 km is to be
fully rehabilitated and subject to routine
maintenance on a regular basis. The cost
for the entire network is estimated at about
$320 million a year at 2009 constant prices.
As noted earlier, one of the major challenges
for the decade ahead will be to put in place
arrangements that can ensure that the required
levels of funding are available for routine
maintenance of the road network.
Routine road maintenance activities
(grading, pothole patching, crack sealing,
drain cleaning) are relatively inexpensive,
and if carried out regularly and properly, they
result in major cost savings. The substantial
under-funding of routine maintenance poses a
major problem for the country. Lack of routine
maintenance for extended periods is increasing
the share of the network that requires deferred
or periodic maintenance, the costs of which are
substantially higher. The resulting deterioration
in the road network is also adding signiﬁcantly
to the cost of vehicle operations in Zimbabwe,
and hence the competitiveness of the country
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in international markets. The cost to the
economy of a poorly maintained road network
is the aggregation of all costs related to longer
journey times, higher fuel consumption,

damage to vehicles, and accidents. This is in
addition to the cost of eventual repairs and the
implications of the reluctance of transporters
to use such roads.13

The fact that much of the road network
continues to provide a reasonable level of
service is attributable to high standards
adopted in the construction of the network and
low trafﬁc levels on the roads in recent years.
Some routine maintenance of the network has
continued despite economic constraints. This
is an indication of government commitment
to the sector. However, it is debatable whether

these maintenance systems would have
prevented the network from collapse if the
trafﬁc levels on national roads had not declined
signiﬁcantly over recent years.
The routine maintenance that has been
undertaken in the past decade has been funded
largely through force account operations under
the DoR, DDF, and local authorities. Progress
has been slow, with the units signiﬁcantly

13 The South African National Road Agency Ltd. (SANRAL) estimates that repair costs rise to six times that of
maintenance costs after three years of neglect and to 18 times after ﬁve years of neglect. See World Bank (2005)
Transport Note No. TRN-4.
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under-funded. According to the World Bank
(2006), the total annual requirement for routine
maintenance in 2005 by all road authorities
was about $40 million, whereas the combined
budget allocations for all the road authorities
and RF, was less than $10 million for routine
maintenance in 2005. The DoR maintenance
budget has been used for upgrading rural
roads to low volume sealed road standards
based on the justiﬁcation that this reduces
maintenance costs. The ability of the DDF and
RDCs to maintain the unpaved rural network
has been threatened by their inability to
procure fuel and to replace aging equipment.
The road maintenance system adopted by the
DDF is based on dividing the country into
200 maintenance unit areas, each typically
including between 120 km and 160 km of

road. Work gangs based in these locations are
responsible for routine maintenance. Each
maintenance camp is equipped with a tractor,
trailer, towed grader, and tire drag. Periodic
re-gravelling is managed separately but is
carried out by DDF units.
Figure 9.12 sets out estimates of the annual
cost of meeting requirements for routine
maintenance for each of the designated road
authorities. In the case of the RoD, a relatively
large part of the network for which they are
responsible is already classiﬁed as being in
good condition. As a result, the conversion of
sections from poor and fair to good condition
in the decade ahead only increases the total
routine maintenance cost from an estimated
$60 million in 2010 to about $74 million by
2020 (at 2009 constant prices).

In the case of the other categories of road
authorities, who are primarily responsible
for tertiary and urban roads, the much lower
portion of these roads currently in good
condition means that routine maintenance costs
rise sharply as the roads currently in poor and
fair condition are restored to good condition.
As a result, the cost of routine maintenance
for these road authorities increases from an
estimated $46 million in 2010 to $190 million
by 2020.

9.6.2
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Funding Arrangements
for Maintenance

Funding for routine maintenance declined
during the past decade, notwithstanding
the existence of the RF. As a result, road
authorities are still heavily dependent
on budget allocations for their routine
maintenance requirements. The inadequate
funding to road authorities over the past
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decade for routine maintenance has led to
the major rehabilitation requirements and
the backlog of periodic maintenance across
the road network. The key policy issue is
the manner in which the costs of routine
maintenance will be funded, both in the near
and longer term. As Table 9.10 indicates, the
cost of routine maintenance on the 18,600
km of road currently in good condition is
estimated at about $90 million a year. If the
entire road network were fully rehabilitated,
the annual cost of routine maintenance would
be about $320 million at 2009 constant prices.
Role of the RF. At the time it was
established in 2001, the RF was expected to
provide a secure, predictable, and transparent
source of funding for maintenance. During
initial discussions about the operation of the
Fund it was clear that it would initially require
signiﬁcant support in order to establish itself
as the primary funder of road maintenance.14
The intention was to enable the RF to establish
credibility with road users by being able to
deliver improvements throughout the country
from the outset. It was assumed that locally
generated revenues to the Fund would increase
from about $3 million in 2001 to about $71
million in 2006, thereby reducing the reliance
on external support.
Revenues for the RF come from fuel levies,
road access fees, toll gate collections, and fees
from the issue of annual vehicles licenses. Not
all road user charges are being collected by the
RF, with some being retained by the MoTC
and local authorities. These include vehicle
licensing and registration fees. International
transit fees, which are collected in foreign
currency by the MoTC, are not being transferred
to the RF owing to disagreement between
ZINARA and the Ministry of Transport and
Communications (MoTC) on the appropriate
exchange rate.

The RF therefore relies primarily on the
fuel levy for most of its revenue. As Table
9.10 indicates, fuel prices in Zimbabwe
were signiﬁcantly higher than for SubSaharan Africa as a whole in 2000, and were
comparable with the average for high income
countries. But since its creation in 2001, the
operation of the RF has been hampered by
fuel shortages, subsidized fuel prices, and
devaluations. Chronic fuel shortages and
subsidized fuel prices have led to a signiﬁcant
reduction in potential revenues from the fuel
levy. Furthermore, a large proportion of fuel
used in Zimbabwe is imported by individuals
in small quantities from neighboring countries.
ZINARA does not have the logistical means
of collecting the levy on these small amounts.
By 2006, Zimbabwe prices had declined
substantially while the averages for SubSaharan Africa and the high income countries
had increased signiﬁcantly. As a result, the
actual contribution of the Fund to routine
maintenance has been very different to what
was envisaged in 2001. The total RF revenue
for 2009 was $15 million, $12 million of
which was allocated to the road agencies, with
31 percent of the funds going to the DoR, 34
percent to RDCs, 16 percent to UCs, and 19

14 This led to the inclusion of a component within the proposed IDA-funded Road Maintenance and Reform Project,
which would have provided $317 to the RF on a declining basis over a ﬁve-year period.
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percent to DDF. The amount mobilized was
less than 20 percent of the above-mentioned
routine maintenance requirement of about $90
million in 2009.
It is clear that substantial additional
resources are required for routine maintenance.
Policies are therefore needed to improve
the level and reliability of funding for road
maintenance. The two main policy constraints
are the inability of ZINARA to raise realistic
road user charges commensurate with road
usage and maintenance needs and the lack
of full control by ZINARA over collection
of road user fees and their remittance. The
mobilization of additional resources will
involve increasing and restructuring the user
charges that accrue to ZINARA. A number
of actions have been taken in the past year to
improve revenue collections for the RF.

• Toll gates were introduced in August 2009
and are reported to have contributed about
$5.6 million to the Fund in 2009. There are
24 toll gates under construction, 3 in each
province. On an annualized basis, these toll
fees would generate about $12 million a
year at the present time;
• Substantial increases were made to the
pump price of fuel. However, the current
levy of about 5 percent of the cost of fuel
is below the 10 percent stipulated by the
ZINARA law.
Vehicle licensing fees are the most important
road user tax. Until recently, these were set
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at $80 a year for all types of vehicles and for
motor cycles. Given the estimated ﬂeet of about
828,000 vehicles and motorcycles in 2009, the
revenues from this tax should have been about
$66 million, if all fees were collected. Actual
collections are not known with any degree of
accuracy, because responsibility for annual
registration and fee collection rested with local
authorities. The extent to which fee income
was then allocated to road maintenance was
also not known. Recently, ZINARA has taken
two important measures to improve funding
for road maintenance: all vehicle registration
fees are now collected ZINARA,and vehicle
registration fees have been revised upwards.
These new fees are reported in Figurev9.13,
along with an estimate of the revenues that
would be collected in 2010 if all vehicles were
registered. Revenues from the new license fees
are estimated at almost $60 million for 2010.
This implies an average of about $68 a vehicle,
which is lower than the previous level of $80
for all vehicles. As Figure 9.13 indicates, with
the full transfer of vehicle licensing fees to
the Fund and their subsequent application to
routine maintenance, and with a full year of
toll gate collections, the total revenues from
user taxes on the road transport industry
would amount to about $84 million in 2010.
The routine maintenance requirements for
2010 are estimated at about $106 million. If
the bulk of these funds are allocated to routine
maintenance, it will be an important step
forward in containing the deterioration of the
road network and the need for substantially
larger outlays in the future for rehabilitation.
Table 9.11 provides a scenario in which
the full cost of routine maintenance would
be covered by road user fees. The key driver
is a steady increase in the annual license
fees for all categories of vehicles. The rates
proposed in Table 9.11 for 2020 are not out
of line with practices in many other countries
and are therefore not likely to undermine the
competitive of Zimbabwe. Indeed, having
a network of well-maintained roads will
ensure lower transport costs and improved
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competitiveness. The annual license fees rather
than fuel levies and toll collections generate
the funds needed to cover the cost of routine
maintenance. Given the projected growth
in trafﬁc in the decade ahead further modest
increases in annual license fees translate into
revenues from license fees alone of $245
million a year by 2020 (at 2009 constant

prices) when total routine maintenance outlays
are projected to be about $280 million. In the
scenario set out in Table 9.11, revenues from
user fees exceed maintenance requirements by
almost $20 million a year, sufﬁcient to meet
other claims on the RF, including for example,
an expanded road safety program.

Key issues then are whether the various
designated road authorities have the capacity
to make effective use of a large increase in
maintenance funds and whether ZINARA itself
has the capacity to manage a much larger fund.
The section below takes up these questions
about institutional and human capacities and
the need for additional support.
Funding
arrangements
for
local
authorities. The foregoing analysis suggests
that in the absence of increased road user

charges, some of which would be transferred
to local authorities, the problem of funding
routine maintenance of the urban and tertiary
road network is likely to be especially acute.
The UCs are heavily dependent on allocations
from their own budgets for road maintenance.
They generate funding through rates and local
taxes. However, these revenue sources are
inadequate; in the past decade, annual rate
increases were constrained by the inability of
residents to pay, and were rapidly eroded by
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inﬂation. UCs are required to collaborate with
the DoR for the maintenance of national roads
where they pass through urban areas. The
Government provides part of the cost of this
maintenance to the urban council, though in
recent years these contributions have not been
received by the councils. The City of Harare
gets road maintenance funds from ZINARA.
For over a decade, the city’s requests for roadrelated budgetary allocations from the central
Government could not be met. According
to the World Bank (2006), the allocation for
routine maintenance in the City of Harare
had a value of about $500,000 in 2005, which
met about 10 percent of the requirement for
routine and periodic maintenance. This was
a signiﬁcant decline since 1997, when the
allocation was nearly $10 million. Allocations
for road maintenance in Bulawayo have
also declined signiﬁcantly since 1996. The
annual requirement for routine maintenance
in Bulawayo at that time was about $680,000
for a road network of about 1,700 kilometers,
but the allocation was the equivalent of about
$200,000.
The DDF depends on the RF to sustain
its operations. The reduced level of funding
in recent years has led to a reduction in the
frequency of maintenance activities. When
funds become available they are normally used
to procure fuel for the grading program. This
happens often at the expense of employing
labor for off-carriageway maintenance such as
grass cutting and maintenance of the drainage
system. Many of the roads constructed in
the early part of the program now require regravelling, yet funding is not available for this
important activity. Meanwhile, the DDF is
unable to replace its equipment ﬂeet, which is
now reaching the end of its life.

9.7

INSTITUTIONAL REFORM
AND CAPACITY BUILDING

The proposed Action Plan for the roads
sector calls for a series of measures aimed
at improving the management of the road
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infrastructure. These include institutional
reform in the road sub-sector, strengthening the
human resource capacities of road authorities
in the planning, management, and maintenance
of road infrastructure, and use of appropriate
technology to improve the management of
road infrastructure through research and
development. Successful implementation
of the proposed programs aimed at clearing
the very large backlog of rehabilitation and
periodic maintenance, while also ramping up
the scale of the routine maintenance programs,
will exceed current capacities of the various
designated road authorities. A key component
of the proposed Action Plan therefore is a
series of measures that involve a much larger
role for the private sector in construction and
maintenance activities related to the road
infrastructure.

9.7.1

Institutional Reform in
the Roads Sector

As noted earlier, the SADC Protocol on
Transport, Communications, and Meteorology
of 1996 called for the reform of road sector
institutions of member states. Since the
establishment of ZINARA and the RF in 2001,
progress on institutional reform has been
slow. A key institutional change required for
successful implementation of the proposed
program in the decade ahead will be the
transformation of the DoR into an autonomous
agency as proposed in the Draft National
Transport Policy. Transformation of the DoR
into a commercial road agency responsible
for the procurement of services from the
private sector, rather than continuing with
the current practice of relying on in-house
execution of works. This change would help
build the substantially larger construction and
maintenance capacities of the private sector
that will be required in the decade ahead.
An enlarged private sector capacity in these
areas will also beneﬁt the UCs and RDCs that
face large reconstruction and maintenance
programs, but are currently hampered by lack
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of force account capacity and limited supply of
services from the private sector
With the proposed major expansion in
construction activity in the roads sector in
the decade ahead, it will also be necessary to
strengthen institutional capacities related to
the impact of the work on the environment. A
three-pronged program to build institutional
capacities will be required to ensure that all
major road construction projects go through
an Environmental Impact Assessment (EIA)
prior to implementation, to ensure that
road contractors are closely monitored and
supervised by road authorities to safeguard
the environment; and to ensure that property
owners whose properties are affected by
new road works or rehabilitation programs
are adequately compensated. As Chapter 4
indicates, this Report proposes the creation of
a single regulatory authority for the transport
sector, including road transport. Responsibility
for technical standards, and elements of the
foregoing concerns about the environment
impact of road transport activities would rest
with the proposed new regulatory authority.

9.7.2

Improving the Management
of Road Infrastructure
and Services

None of the road authorities is currently
operating modern information systems for
the management of the road infrastructure. A
central database of roads does exist, but it has
not been updated in recent years. Key actions
required include:
• Set up of a Highway Management System
(Geographical Information System and
HDM4) forprioritization of work programs
and investments in the road sector.
• Update of road condition data, based on
instrumental surveys, required for the input
to the highway management system.
• Regular trafﬁc counts on the primary
and secondary road network to provide
information that can then guide decisions
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on evolving requirements for maintenance.
• Periodic surveys of passenger and freight
services and information about the costs
of these services. Such surveys will allow
comparisons with competing services in
neighboring countries and with alternative
transport modes, such as air and rail, and
will facilitate the development of policies
and programs for the further development
of the transport industry.
The prioritization of road works by the
DoR should be based on economic criteria,
including for example, regular trafﬁc levels,
assessments of currentroad conditions, and
accident records. Aprioritization system using
the Highway Design Model (HDM), which
was introduced in the late 1990s, is no longer
functioning. This is partly because of lack
of resources to undertake regular condition
surveys. The DoR operates an in-house
computer-based management system for the
preparation of works programs. In recent years
the system has not been fully utilized owing to
staff shortages and problems associated with
road costing when the country experienced
hyperinﬂation. There is no internal data
management system (intranet) within the
DoR and most staff use out-dated computer
hardware and software. A Microsoft Access
based Maintenance Management System
(MMS) was installed in some RDCs during
2002 and 2003under an initiative by a local
consultant group. However, resources were
not available to support the extension of the
system to the remaining RDCs and to UCs,
and the system has since fallen into disuse.

9.7.3

Strengthen the Human
Resource Capacities of
Road Authorities

The signiﬁcant “brain drain” of experienced
road sector professionals from Zimbabwe of
the past decade has affected all road sector
institutions and the private sector. The DoR
has continued to lose qualiﬁed and experienced
staff since independence in 1980. Initially
Road Transport Services and Infrastructure

most of this loss of staff was to the private
sector within Zimbabwe. In recent years there
has been a signiﬁcant loss of staff to foreign
countries both in the region and abroad. The
Department has had to engage less qualiﬁed
staff in key posts in “acting” capacities for
long periods. Junior engineers, who previously
served a two-year probation period under
the supervision and mentoring of a more
experienced colleague, have been sent directly
into the ﬁeld, where they have been required to
operate independently from the outset. Areas
in which capacity building initiatives will
likely be needed include:
• Management of technical assessments and
feasibility studies such as bridge inventories
and technical surveys, transport studies and
master plans, including evaluation of design
work required for roads and bridges;
• Management and oversight of prime
contractors and quality control inspectors in
project funding activities. This will require a
build-up in capacities for road rehabilitation
contracts, bridge design and construction
contracts, management of transport master
plans, and so on;
• Oversight of the various environmental and
social assessments that will be required as
part of the proposed program to rehabilitate
road transport and infrastructure.
There are major capacity constraints within
ZINARA. There has been high staff turnover,
and because of low remuneration levels, the
organization is not well placed to attract the
required skills. The proposed Action Plan
calls for a signiﬁcant increase in the resources
of the RF. It is essential that the capacities of
ZINARA to manage a much expanded facility
are enhanced as a matter of priority. There
is also need for capacity building programs
in DDF and the RDCs. Capacity building
programs in local authorities were largely
disbanded when donor support to the road
sector was withdrawn in 2001. Since the closure
of the capacity building programs it has been
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increasingly difﬁcult for RDCs to attract and
retain qualiﬁed technical staff. Most engineers
that have elected to avoid the “brain drain” and
remain in Zimbabwe would prefer to live in
the cities rather than in remote rural centers.
The World Bank supported the institutional
reform process in the road sector of Zimbabwe
through the 1990s. The Rural District Council
Pilot Capital Development Building Project,
which was supported by the World Bank,
sought to “develop the capacity of all RDCs to
plan, implement, and manage the sustainable
delivery of essential services”. The project
consisted of institutional and human resource
development components, complemented by a
capital development component. The project
started in 1997 and was closed in 2000. In
2000, GoZ and the World Bank prepared
a Project Appraisal Document for a Road
Maintenance and Reform Project (RMRP).
Its goal was to promote “public/private
partnership in the provision of efﬁcient and
cost effective infrastructure.” The $435 million
program included $42 million for institutional
development
and
management.
This
component was to support the establishment of
the proposed ZINARA and the State Highways
Authority (SHA). The RMRP was expected
to become effective in 2001 and to close in
2006. However the program was shelved when
Zimbabwe went into non-accrual status with
the Bank in October 2000. This was followed
by the withdrawal of bilateral donor funding to
the road sector in 2001.
Other
capacity
building
programs
were funded by the Swedish International
Development Agency (SIDA) and Danish
International Development Agency (DANIDA).
The “Young Engineers” Program that was
supported by SIDA was intended to give all
RDCs the opportunity to secure the services
of a qualiﬁed engineer, together with technical
advice from advisors based at regional centers.
Several RDCs participated in the program until
2001, when it was closed before it could be
expanded to the rest of the country. DANIDA
supported a program aimed at the development
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of small local contractors and promotion of
labor-based technology through the Labor
Based Development Unit in the DoR.
The proposed Action Plan therefore calls for
an expansion of capacity building programs for
the road transport sector. Table 9.23 provides
an indicative estimate of an initial round of
capacity building activities and information

collection and management that would be
needed in the near term to complement and
support various reforms proposed under the
Action Plan. The estimated cost of the program
is $11 million. Additional capacity building
and training may be required subsequently but
no estimates have been made for such followup programs.

9.8

ROLE OF THE
PRIVATE SECTOR

9.8.1

Role of the Private Sector in
Construction and Maintenance

year by 2020 (all at 2009 constant prices) will
require an expanded role for the private sector
in road construction and maintenance. The
Draft National Transport Policy encourages
the commercialization of the management
of road infrastructure. The process of
commercialization would include a reduction
in reliance on the force account approach,
with road authorities becoming procurement
agents for consulting and contracting services,
rather than implementers of maintenance and
construction works.
Recent experience with the private sector.
As noted earlier, all of the road authorities under
the Road Act are eligible for direct allocations
from the RF. At present, they implement

It is clear that the existing public sector
capacities for force account work will not be
able to cope with the proposed large build-up
in expenditures on the road infrastructure. In
the decade ahead, successful implementation
of the proposed program of some $2.7 billion
of road rehabilitation, $560 million of periodic
maintenance, and an annual program of routine
maintenance that would increase from $10-20
million a year at present to $250-300 million a
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the majority of their maintenance and road
improvement works by force account methods.
The DoR uses traditional force account
methods for most of its works programs. This
includes routine and periodic maintenance,
rehabilitation and road developments. Works
programs have operated on a “piece-meal”
basis, with unpredictable funding, shortages
of basic inputs like cement, reinforcing steel,

bitumen, and fuel, and until recently, rapidly
increasing costs. The Department has in-house
capacity for road and bridge design, but also
contracts out these services to the private
sector. The DoR continues the operation of
force account construction units based in the
provinces, but because of shortages of funding
for rehabilitation and maintenance, these units
are working well below their capacity.

In the construction, rehabilitation, and
maintenance of road infrastructure, the private
sector has suffered in the past decade owing
to a declining workload, the inﬂationary
environment and loss of skills, plants, and
equipment. Work with the public sector
has also been characterized by long delays
in receiving payment. There are concerns
in some quarters of government about the
capacity of the private sector for an expanded
role in road rehabilitation and maintenance.
The City of Harare, for example, considers

the capacity of medium- to small-sized private
construction ﬁrms to provide road maintenance
services is weak and unreliable. As a result, it
has enhanced its internal road maintenance
equipment pool to enable the city carry out its
road maintenance functions in-house.
The Zimbabwe Construction Industry
Council (ZCIC) was established as a forum
for dialogue between the Government and
the private sector in the construction industry.
The ZCIC comprises representatives of key
government ministries, contractor associations,
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and professional associations. In 2006, private
sector representatives had indicated that there
is little dialogue between the private sector and
the government on road work opportunities
funded by the government.15 This was linked to
the continued use of the force account system
by the DoR, which provided few opportunities
for private sector involvement.
The private sector is conﬁdent that it could
restore its capacity quickly with the prospect of
steady growth in the public sector contracts for
construction, rehabilitation, and maintenance.
The industry has shown signiﬁcant resilience
in the past. This resilience is partly due to a
strong skills base built in previous years,
and partly due to the ability of local ﬁrms
to ﬁnd work in neighboring countries. A
consortium of local ﬁrms recently completed
the construction of the Selous-Ngezi road for a
platinum mining company. This 77 kilometer
road was built to high standards, including
high-level bridges, in only seven months. The
“brain drain,” which on the surface appears
the most signiﬁcant constraint affecting the
industry, could be reversed if local companies
were able to offer competitive remuneration
packages.
Strategies for private sector development.
The proposed creation of a National Roads
Authority would need to be accompanied by
a clear deﬁnition of the respective roles of the
government, the roads authority and the private
sector. Government and the roads authority
must still carry out key functions, including
determining road standards, carrying out road
classiﬁcations, formulating transport policy,
overseeing road institutions, and setting longrange planning goals.
Sustained development of private sector
involvement in construction, rehabilitation,
and maintenance of road infrastructure will
require increased emphasis on contracting
arrangements. In the case of routine
maintenance, for example, consideration should

be given to the use of multi-year contracts for
speciﬁc sections of the national and urban
road network. Longer-term contracts will
reduce unit costs for road maintenance, permit
contractors to purchase necessary equipment,
and locate staff close to road sections rather
than operating only from the major cities.
As Table 9.10 indicates, the primary and
secondary road networks respectively require
about $26 million and $17 million a year in
routine maintenance each year. Three-year
“period” contracts for the maintenance of
these roads would involve a series of contracts,
the total value of which would be about $130
million. Individual contracts could range
from say $5 million to $20 million, with
provision for sub-contracting to promote the
development of small- and medium-sized
domestic construction companies. Contractors
may also be required to use local communities
for appropriate activities such as clearing
drains and vegetation. Such contracts would be
tendered for domestic and international bidding
to ensure competition among contractors.
It would also provide useful information
about the capacities of individual ﬁrms in the
construction industry.
Increased use of these types of contracts
would require that the Roads Authority has
a sufﬁcient number of works supervisors to
manage the maintenance contracts and perform
regular site supervision of the work to ensure
compliance with required standards for road
maintenance. The proposed capacity building
program reﬂected in Table 9.23 includes
funding for this type of capacity building.

9.8.2

Public Private Partnerships
for the Roads Sector

Given the current severe shortage of public
funding in Zimbabwe for road rehabilitation
and maintenance, there is considerable interest
in the scope for the use of toll road concessions
operated by the private sector. There is

15 See World Bank (2006).
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some experience in Zimbabwe with private
concessions in the roads sector. However,
project proposals devised by the private sector
under the PPP Guidelines have progressed
very slowly. Table 9.23 includes a notional
amount of $1 million for technical and legal
services that may be required for the design
and negotiation of PPP-type arrangements for
the road transport sector.
Experience with private concessions. PPP
arrangements in the roads sector in Zimbabwe
include the Newlands Development Project in
Harare and the Limpopo Bridge Project which
was set up under a 20 year build-operatetransfer (BOT) arrangement and connects
Zimbabwe and South Africa. The Newlands
Development Project brought together the
private sector and City of Harare Council.
The latter provided the land, while the private
sector concessionaire funded the development
of a shopping centre and construction of the
Newlands by-pass road of four lanes, which
diverts trafﬁc around the busy suburban
shopping centre. The construction of the bypass
road involved the sale of land to fund the
development of the road. To ensure ﬁnancial
transparency, a trust fund was established
and administered by both the Council and
the private concessionaire. The by-pass was
completed in November 2007. Successful
implementation of the project points to the
collective capacity of stakeholders, including
National Government, the local authority, and
private sector, to implement infrastructure
projects on a PPP basis. Nonetheless, the
project was completed some 13 years after its
inception in the mid-1990s.
A consortium of locally based companies
has been negotiating with the government
for several years to upgrade and operate the
Harare to Beitbridge road. Road users would
pay a toll to the consortium to use the road.
After the concession period the road would
revert to the government. The negotiations
are continuing with ﬁnal agreement pending.
Consortium representatives are reported to
be frustrated by the delays in granting this
Road Transport Services and Infrastructure

concession. Government is concerned about
the level of user charges necessary to make the
venture ﬁnancially viable, taking into account
the perceived ability of road users to pay.
Issues with the use of PPP arrangements
in the roads sector. A number of issues emerge
from the experience with PPPs in the roads
sector in Zimbabwe. First, the long delay in
the Newlands Development Project raises
questions about government procedures for
dealing with PPP-type concessions. Second,
the Harare-Beitbridge Project highlights the
importance of the link between trafﬁc volumes
and ﬁnancial viability of such projects. As
Table 9.3 indicates, the most recent trafﬁc
counts indicate an average of about 4,000
vehicles a day between Harare and Masvingo,
and a little less than 1,400 vehicles a day
between Masvingo and Beitbridge. According
to the World Bank (2010), there are only a few
successful toll-road concessions operating in
Sub-Saharan Africa. These are almost entirely
located in South Africa, which is the only
country where the road networks attract the
15,000 vehicles a day that private investors
typically regard as the minimum trafﬁc ﬂow
needed to make concessions economically
viable. Without some form of government
support to offset high user charges, some years
will pass before the transport volumes on this
route will be attractive to potential private
investors. For example, trafﬁc growth of 1215 percent a year would be required to get
volumes on the Harare-Masvingo section of
the road to an average of 15,000 vehicles a day
by 2020. In these circumstances it may be more
attractive for the government to ﬁnance the
road capacity enhancement and rehabilitation
work prior to the award of concessions so as to
attract more competition and thus ensure better
deals for government.

9.9

RISK AND UNCERTAINTY
IN THE ROADS PROGRAM

A 15-year program of this magnitude
inevitably faces a range of risks and
uncertainties, large and small, foreseen and
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unforeseen. For the purposes of this Report,
the risks and uncertainties of greatest interest
at this stage relate to the design, funding,
and implementation of the program. Perhaps
the greatest uncertainty is the availability
of funding for the various types of projects
proposed. The other key concerns center on the
capacity of the Government of Zimbabwe and
local authorities to manage the formulation,
design, and implementation of the proposed
program, and the capacity of the domestic
private sector to respond to substantially larger
business opportunities that would ﬂow from
the program.

9.9.1

Availability of Funding

Funding for routine maintenance. The ﬁrst
concern about funding relates to the proposed
increase in the annual fees for vehicle licenses.
A sharp increase in the availability of funding
for routine maintenance is central to the
strategy for the decade ahead. However, there
may be opposition from owners and operators
of vehicles to these proposed increases,
especially to the cross subsidies involved. The
tertiary road network will continue to account
for only 10 percent of the trafﬁc, but would
account for about 50 percent of the costs of
routine maintenance in the decade ahead. The
users of the primary, secondary, and urban
networks are, in effect, taxed to pay for a
portion of the cost of maintaining the tertiary
network, whose trafﬁc volumes are well below
the levels required to generate sufﬁcient funds
for routine maintenance of this network.
Under-spending on road maintenance
represents a major waste of public resources
because the cost of rehabilitating road
infrastructure is several times higher than
the cumulative cost of sound preventative
maintenance programs. As the earlier
discussion on the costs of routine and periodic
maintenance and rehabilitation indicates,
spending a dollar on maintenance can avoid
about $3 on rehabilitation costs—a very
substantial saving for the economy. The road
authorities will need to implement sound
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public information programs that explain the
way in which increased user fees will be used
to improve road maintenance and in so doing
generate savings in rehabilitation, improve
road safety, and reduce transport costs in the
economy as a whole.
The other concern about the proposed
build-up in routine maintenance is the need to
ensure that the funds are well used. As noted
earlier, the proposed build-up from less than
$20 million a year on routine maintenance to
almost $300 million a year within the next ten
years will require a large increase in domestic
capacities for implementing maintenance
programs. The position taken in this Report
is that award of competitively bid contracts to
private suppliers of road maintenance services
is likely to produce better results than continued
reliance on work done by force account. There
is a risk that if routine maintenance remains
the primary responsibility of national and local
government entities, funds raised from road
users can be reallocated to nondiscretionary
spending driven by political or social pressures.
A sound system of public procurement
with competitive award of contracts can
help mitigate inefﬁciencies within public
expenditure management systems.
Funding for rehabilitation. As the
earlier discussion indicates, the full cost
of rehabilitation over the next 15 years
is estimated at about $2.7 billion at 2009
constant prices, $2.3 billion of which would
be used to rehabilitate all of the trunk roads
and a portion of the tertiary network in the
decade ahead. Assuming that Zimbabwe is
able to launch an arrears clearance process in
the near term and expand its relationship with
the international donor community, it may be
possible to mobilize up to $500 million from
donors for the road rehabilitation program
over the next 10 years. A key element in this
undertaking will be the existence of a credible
program for routine maintenance of roads
that are rehabilitated with donor support.
Even so, the Government will be faced with
the need to provide about $1.8 billion for
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road rehabilitation during 2011-20, or about
$180 million a year. This will pose a major
challenge, given the competing demands on
the national budget.
In the event that the Government is unable
to mobilize funding on the scale required, there
are two possible choices: (i) extend the period
required for rehabilitation of the network; or
(ii) maintain the existing schedule but use lower
cost technologies to complete the rehabilitation
programs. If the rehabilitation program were
extended to 20 years, for example, the annual
outlay for rehabilitation would be reduced to an
average of about $130 million a year (at 2009
prices). A strategy along these lines would
result in much slower rates of improvement
in the secondary, tertiary, and urban networks
which account for the bulk of the rehabilitation
program. Informing the public at large that it
may be another 15-20 years before roads are
fully rehabilitated is unlikely to be well received
by the affected communities. The alternative
is to maintain the current schedule and use
alternative technologies to lower the costs
of rehabilitation. A reduction in engineering
standards can result in cost savings. The
World Bank (2010) cites, for example, that a
construction cost reduction of some 30 percent

Road Transport Services and Infrastructure

can be obtained if a single-surface-treatment
road in fair condition is substituted for a goodcondition asphalt road in good condition.

9.9.2

Weak Implementation
Capacities

A range of concerns may arise regarding
arrangements for implementation of the
proposed program. These may include
problems with the capacities of line agencies
to oversee the design and implementation of
the program that, in turn, may result in cost
overruns in the program, delays in start-up and
completion of work, or use of sub-standard
materials or civil works activities that are
not in accordance with the required technical
speciﬁcations of a project. These shortcomings
may result in a waste of public funds, or
premature deterioration of roads that are
rehabilitated, and sharply higher maintenance
costs. The proposed program proposes about
$11 million of spending on a range of capacitybuilding measures in the ﬁrst ﬁve years to
reduce these risks. Early agreement on donor
support that can bring access to best practice
in other countries can play an important role in
reducing these types of risks. 
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CHAPTER 10:

Restructuring and Recovery in Railway Services
10.1

OVERVIEW OF
THE SECTOR

10.1.1 The Setting
Although continental rail master plans have
existed for more than a century, most of the
African railway network remains disconnected,
operating within a single country, or linking
a port and its immediate regional hinterland.
The only signiﬁcant international network is
centered in South Africa and stretches north
to Zimbabwe, Zambia, and the Democratic

Republic of Congo (DRC) (See Map 10.1).
As a result, the national railway of Zimbabwe
has been critical to the growth of the country’s
domestic, regional, and international trade as
it connects all major economic centers and
provides transport for bulk raw materials,
ﬁnished goods, and passengers. As in most
other African countries, the Zimbabwean
railway system served as a primary conduit
for agricultural and other natural resources
and this largely accounts for the standards and
routing that were adopted.

Map 10.1: Railway Network for the Southern Africa Region

Within Zimbabwe, the railway network
connects all major mines and heavy industrial
plants, as well as major collection points for
farms. The system has three well connected
hubs, Bulawayo, Gweru, and Harare (See
Map 10.2). The railway is at the centre of the
international rail routes linking the DRC and
Zambia to Botswana, Mozambique and its
ports of Beira and Maputo, and South Africa
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and its ports of Durban, Richards Bay, and Port
Elizabeth. It is also at the centre of shorter and
cost-effective railroad links between Malawi
and South Africa through Bulawayo, the port
of Beira through Harare, and Lusaka and the
port of Durban through Bulawayo. The line
from Zambia through Victoria Falls, the line
from Botswana through Plumtree, the line
from South Africa through Beitbridge, and
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the line to the central parts of Zimbabwe
through Gweru meet at Bulawayo, where
the headquarters of the National Railways of
Zimbabwe (NRZ) is located. The north-south
main line from South Africa into Zimbabwe

joins the network at Gweru while the line
from Mozambique through Mutare joins the
network in Harare. Little expansion has taken
place since these lines were constructed in
mid-twentieth century.

Map 10.2. Existing Railway Network in Zimbabwe
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In the past decade, the capacity of the railway
network to provide services has been severely
eroded. The deterioration in track infrastructure,
signaling, and telecommunication system is
due to lack of regular repairs and maintenance
resulting from ﬁnancial constraints on the NRZ.
Rehabilitation of the network and rebuilding
the services offered by the rail network are
therefore major priorities for the country.

10.1.2 Institutional Arrangements
and Policy Issues
Currently, the only institutions that have a
role to play in the railway sector are NRZ,
the Bulawayo-Beitbridge concessionaire, and
the Ministry of Transport, Communications,

Through most of the 1990s, organizational,
operational, ﬁnancial, and human resource
restructuring was undertaken, though to a
limited extent, to improve the performance of
the railways:
• Organizational restructuring comprised
separation of road services department
from the railways leaving NRZ to focus on
railways, signing of performance contracts
between the Government and the general
manager of NRZ, and setting performance
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and Infrastructural Development (Figure
10.1). Institutional reform initiatives in the
railway sector so far have included internal
restructuring of NRZ so as to make it operate
more efﬁciently, regulating the industry in a
meaningful way so as to protect and enhance
the interests of the customers, and use of
concessions followed by privatization of the
freight and passenger operations. Most of the
emphasis has been on the internal restructuring
of NRZ. There is no separate regulator for
the railway sector and the only recourse for
the customers against unfair trade practice or
monopoly behavior by NRZ is to appeal to the
Competition Commission.

targets for department heads and making
them more accountable for performance;
• Operations
restructuring
comprised
introduction of a ﬂexi system for the
allocation of drivers, increasing the number
of block and customer-dedicated trains,
increasing the minimum chargeable load to
correspond to the capacity of wagons, setting
stiff targets for availability, utilization, and
reliability of locomotives and rolling stock,
using cost-beneﬁt analysis as the basis
Restructuring and Recovery in Railway Services

for investment decisions, introduction of
commodity-based tariffs, and moving away
from general tariffs to customer contracts;
• Financial
restructuring
comprised
debt restructuring to maintain NRZ’s
responsibility for servicing debt pertaining
to active revenue-generating assets only,
and stricter expenditure control.;
• Human resource restructuring focused on
staff reduction so as to lower human resource
expenditure from close to 70 percent of
revenues to less than 40 percent. These
measures helped to bring down the overall
deﬁcit, reduce the rate of fresh investment,
and enhance management capacity, but the
goal of complete ﬁnancial self-sufﬁciency
has yet to be achieved.
However, there is substantial government
involvement in the operational policies of
the NRZ, which is not free to take action
without speciﬁc government approval towards
closure of branch lines and stations, setting of
passenger tariffs, and changing frequency and
timings of passenger services or their closure.
These are long-standing issues. The World
Bank (2006) identiﬁed several critical areas in
the railway policy domain, namely, absence of
a policy regarding third party operations and
determination of track access charges, absence
of a policy regarding contracts for public
service obligations (PSO), and lack of parity
between the road and rail services with respect
to ﬁnancing arrangements for maintenance of
the infrastructure.
Provision of seamless services. Zimbabwe
is one of the 14 member states that are
signatories to the SADC Protocol on Transport
Communications and Meteorology. The
protocol recognizes that transport is key in
promoting economic growth and development
in the region and calls for increasing private
sector involvement in railway investment with
a view to improving railway work and service
standards and lowering unit costs. Chapter 7
of the protocol deals speciﬁcally with railways
and Article 7.1 states that:
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Member States shall facilitate the provision
of a seamless, efﬁcient, predictable, costeffective, safe and environmentally friendly
railway service which is responsive to
market needs and provides access to major
centers of population and economic activity.
The view of the World Bank (2010) is that
seamless travel is essential for the railways to
compete effectively with the trucking sector.
Agreements between the respective railways
are designed to provide the member states
with seamless operations (that is, no change in
locomotives) at border crossings. For example,
Botswana Railways has operated from
Plumtree into Bulawayo, Trans Africa trains
from South Africa to Zambia and Tanzania
transit Zimbabwe over NRZ lines, and luxury
passenger trains such as Spoornet’s Blue Train
and Rovos Rail safari trains operate on the
northern line to Victoria Falls. However, if the
railways in the region are to realize the desired
goal of seamless operations as articulated
in the SADC protocol and as agreed by
most countries, further action is required by
governments in the Southern Africa region.
Treatment of public service obligation
contracts. For many years, the Government
has set passenger tariffs at levels that are well
below operating costs for passenger services.
It is clear from the analysis later in this Chapter
that NRZ continues to incur signiﬁcant losses on
passenger services, particularly the commuter
trains. Even though there is provision in the
Railway Act for compensation for services
provided as PSOs, no such contracts have
been signed. PSO contracts are essential
whether the services are performed by NRZ
or by concessionaires at a later stage. Absence
of a clear policy and associated contracts
results in reduced accountability and distorted
evaluation of the railway’s performance.
The NRZ needs to be compensated for these
losses. If the Government were to sign public
service obligation contracts with the railways
and agree to compensate NRZ for the losses
incurred in operating loss-making passenger
services, stations, and lines on GovernmentZimbabwe Report 245

determined terms, the ﬁnancial position of the
NRZ would improve signiﬁcantly.
Lack of parity between rail and road
services with respect to funding for
maintenance costs. The World Bank (2006)
noted that policy was not clearly stated with
regard to ﬁnancing of the rail infrastructure
at par with that for road infrastructure. Like
many railways around the world, NRZ has
been making a case for the Government to
assume responsibility for the maintenance
of rail infrastructure at par with that for road
infrastructure. In its view, that would have put
rail and road modes on a level playing ﬁeld
and enabled NRZ to increase substantially its
share of the freight trafﬁc, thus beneﬁting the
economy through lower transport costs, lower
pollution, reduced congestion on the roads,
and fewer accidents.

Freight services. The main commodities
transported by rail are coal, fertilizer, chrome

ore, ferro alloys, granite, raw sugar, maize,
and wheat. The reduced economic activity
over the past decade has had a substantial
impact on the utilization of the freight
services provided by the railways. In 1990,
the total amount of freight carried by rail
was 14.3 million tons, which translated into
a capacity utilization rate of about 80 percent.
During most of the 1990s, NRZ faced many
challenges. As a result of the liberalization of
the economy in general and the transport sector
in particular, the trucking sector emerged as a
strong alternative mode of transport in direct
competition with the railways. NRZ’s trafﬁc
was further adversely affected by a number
of developments beyond NRZ’s control, such
as the commissioning of an oil products pipe
line between Mutare and Harare, discovery
of iron ore deposits closer to the steel plant
than the original iron ore mines served by
the railways, production problems at the
steel plant, slow growth of the economy, the
closure of the local ferro-chrome industry for
a considerable time, and the worsening of the
economies of Zaire (now DRC) and Zambia
with a consequent reduction in long-haul
transit trafﬁc.

As a result, freight volumes declined to 9.4
million tons by 2000 (Figure 10.2).The decline
in freight has continued in the past decade with
about 3.8 million tons being carried in 2008
and only 2.7 million tons in 2009, equivalent

to about 15 percent of the original design
capacity of 18 million tons. Coal and other
mining products account for about 40 percent
of the freight being carried, with agricultural
supplies and products accounting for about one-

10.2

FREIGHT AND
PASSENGER SERVICES

10.2.1 Freight Services and Prices
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third of total freight and transport of various
manufactures accounting for about 15 percent
of trafﬁc. Transit freight across Zimbabwe is
relatively unimportant at this stage, accounting
for less than 10 percent of the freight carried.
Part of the decline in freight, and hence
revenues of NRZ, stemmed from the downturn
in the economy, but an important part of the
decline was due to the railway not being
able to carry all the trafﬁc on offer. Revenue
generation from freight services was further
adversely affected by the fact that the average
haul also declined from 391 kilometers in
1990 to 279 kilometers in 2004, a 30 percent
decline. As a result, the revenue generating net
ton kilometers in 2004 were only 25 percent of
those in 1990. Part of the reason for the decline
in the average haul was the introduction of the
new route from Bulawayo to Beitbridge under
a concession agreement, the new route being

200 km shorter. However, the average had
recovered to 308 km by 2009, largely because
of a recovery in export and import trafﬁc.
Freight rates. The NRZ freight rates
are based on recovery of full cost plus a
modest mark-up. Factors such as the type of
commodity, its loadability, type of wagon
used, and distance travelled have a bearing on
the freight cost. As a result, rates for rail freight
vary according to the commodity carried, in
contrast to road haulers who maintain a ﬂat
rate per vehicle per km, regardless of the
commodity carried. As Table 10.1 indicates,
shorter distances typically have substantially
higher charges per ton km for rail freight.
Medium-distance freight must typically be
transported by road to and from railheads,
thus adding to the cost of moving such goods
and reducing the attractiveness of rail freight
services for shorter distances.

The average railway tariff is about 6.3 US
cents per ton km, which compares with an
average of 9 US cents per ton km charged
by the Beitbridge Bulawayo Rail concession.
The average speed for the freight hauls
reported in Table 10.1 is about 35 km per
hour. The World Bank (2010) reports that
for rail to be competitive with road freight
services, average commercial speeds must

be in the range of 30-40 km per hour, which
suggests that freight services can compete
with the road freight industry, especially in
bulk cargo movement. In general, NRZ’s
tariffs compare well with those of railway
concessions in Sub-Saharan Africa. As Table
10.2 indicates, however, there is considerable
variation among corridors with respect to the
margin between road and rail freight rates.1

1

The NRZ reports that the current average rates for the CFM and CCFM concessions in Mozambique are 6.9 and
9.0 US cents respectively.
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Nonetheless, road freight rates put a limit on
the rates that can be charged for rail freight.
It is widely accepted that for distances over

500 km, railways continue to offer the most
economical solution to transporting non-time
sensitive bulk freight.

10.2.2 Passenger Services and Costs

ﬁxed by the Government are very low and
cover only a fraction of the operating cost,
ticketless travel is rampant, and utilization
of resources is also low. As a result, the sixfold increase in passenger trafﬁc in 2004
compared to 1990 did not translate into a
substantially improved revenue position for
NRZ.

NRZ provides suburban commuter services
in Harare and Bulawayo, both introduced in
2001, and inter-city services. NRZ operates
the following mainline passenger services:
inter-city services operate between Bulawayo
to Harare, Victoria falls, and Chiredzi
and between Harare to Mutare, daily each
way. Passenger trafﬁc was boosted by the
introduction of suburban services in Harare
and Bulawayo in 2002. Most of the increase
in trafﬁc resulted from introduction of new
commuter trains around Harare. However, the
expansion of these services caused shortages
of locomotives for the freight trafﬁc. From
a peak passenger trafﬁc of 17.4 million in
2007, the number of passengers declined to
about 2 million in 2009. The large subsidies
provided for rail services notwithstanding, the
decline in passenger trafﬁc has stemmed from
a combination of unreliable passenger services
and strong competition from buses and shared
taxis in terms of price and service frequency.
Bus fares may be typically up to 50 percent
higher than an economy rail fare, but on many
routes they are faster and more frequent despite
delays, breakdowns, and overcrowding.
The commuter trafﬁc has generally been a
loss-making activity for NRZ because tariffs
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10.3

MAJOR CHALLENGES
IN REBUILDING THE
RAILWAY NETWORK

10.3.1 The Setting
The technical, operational, and ﬁnancial
performance of NRZ has been adversely
affected by the macroeconomic instability of
the past decade and, in particular, the critical
shortage of foreign exchange. As noted above,
these problems were exacerbated by the
imposition of public service obligations on
NRZ, without compensation for these losses.
With the sharply diminished ﬁnancial capacities
of NRZ, there has been a major deterioration in
railway infrastructure and assets as a result of
lack of maintenance and periodic rehabilitation
of the track. The deteriorating state of the
railways infrastructure has, in turn, resulted in
accidents and derailments.
Restructuring and Recovery in Railway Services

The MTP identiﬁes a number of key
obstacles to the full recovery of the railway
network. These include: the dilapidated
rail infrastructure and obsolete equipment
and locomotives, coaches and wagons;
ineffective safety programs; and theft and
vandalism of equipment and signalling and
telecommunications systems. The absence
of a regulatory agency with responsibility
for oversight of railway services is seen as
an increasingly important shortcoming in the

sector. The NRZ has also been affected by a
substantial ﬂight in key personnel and skills.
In 2000, the total staff of NRZ stood at about
9,420; by 2009, it had declined to about 8,680.
However, this modest decline does not reﬂect
the fact that over the past few years NRZ has
been hard hit by the exodus of critical skills. A
substantial number of engineers, artisans, and
train drivers have left the country to join other
railway bodies in the region.

10.3.2 Dilapidated Condition of
Infrastructure and Assets

comprising 1,881 km of mainline and 878 km
of branch lines. Some 313 km of the route
length, from Dabuka to Harare, is electriﬁed.
This line has been vandalized and is no longer
in operation. In addition, there is 385 km of
track operated by the Bulawayo Beitbridge
Railway concession. The total track length
is 4,313 km. The Zimbabwe railway gauge
of 1,067 mm is the same as in all southern
African countries. It supports an axle load of
18.5 tons on the main line and most branch
lines, this being more than or equal to the
axle load in all other countries except South
Africa. Zimbabwe also had a well developed
signaling and communication system prior to
the deterioration of the past decade.

Besides the country’s economic performance,
which had a signiﬁcant effect on railways, low
availability of locomotives and other rolling
stock and the old and poorly maintained track
have been among the main causes of the decline
in service levels of the railway. The substantial
deterioration in locomotives, wagons, and
coaches over the past decade was the result of
inadequate maintenance and non-replacement
of obsolete assets that, in turn, stemmed from
the weak ﬁnancial position of the NRZ.
Track: The NRZ-operated railways in
Zimbabwe have a route length of 2,759 km,
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There has been continued deterioration
in the condition of the track over the past
decade (Table 10.3). The percentage of the
route length with speed restrictions increased
steadily from about 4 percent in 2000 to 21
percent in 2007, and has since declined as a
result of rehabilitation efforts. At end 2009, up
to 98 sections, a combined distance of 451 km,
or about 16 percent of the entire mainline, was
under speed restrictions. These are, on average,
5 km long sections where the operating speeds
vary between 10 and 20 kilometers per hour.
The worst affected is the line from Gweru to
Masvingo. With the sharply reduced trafﬁc
ﬂows at present, these speed restrictions
are probably not having a major effect on
operations. However, when trafﬁc starts
increasing again, the risk is that these speed
restrictions could become a serious capacity
constraint and could erode the competitiveness
of rail services relative to road transport. In the
absence of timely action, removing the speed
restrictions will also become increasingly
costly. To eliminate these restrictions, a total
of about 658,000 concrete sleepers need to be
replaced on the total affected track. According
to NRZ, the estimated cost of this replacement
is about $70 million.
Locomotives: Locomotive availability
and utilization are the most critical areas
in operations. The locomotive ﬂeet of 168
includes 61 that are in service, 85 mainline
locomotives, 28 of which are in service, 73
shunt locomotives, 33 of which are in service,
and 10 steam locomotives, none of which is in
service (Table 10.4).
At the end of 2004, NRZ’s locomotive
ﬂeet size was 213, comprising 149 diesels,
30 electric and 34 steam locomotives. At that
time, locomotive availability was 67 percent,
but it had dropped to 38 percent by 2008.
Analysis of locomotive availabilities indicates
that in 2004 the railways could provide only 67
percent of the total locomotive requirement: in
other words, the railways could have carried
50 percent more trafﬁc if adequate numbers
of locomotives had been available. The most
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crippling constraint to carrying all the trafﬁc
on offer has been the poor availability of
locomotives. Moreover, the utilization of
locomotives was between 60 and 80 percent
of the peak utilization achieved earlier. The
World Bank (2006) estimated that by restoring
utilization to previous levels and with the same
availability, NRZ could have carried close to
7 million tons in 2004 and 8 million tons in
2005. Low reliability of locomotives is one
of the main causes of poor utilization and this
continues to be of serious concern. Locomotive
reliability has signiﬁcantly deteriorated from
its peak ﬁgure, i.e., from 57,000 kilometers
between failures to just 16,000 between
failures. Even the peak ﬁgure achieved in the
past was not a satisfactory achievement as the
normal target of reliability in an efﬁciently
run railway should be more than 100,000
kilometers between failures.

Wagon productivity: The wagon productivity
indicators continue to be low; in fact, the best
ever achieved were still much lower than
those of the best-run railways in the world.
NRZ’s entire wagon ﬂeet is older than its 40year design life. The wagon ﬂeet in 2000 was
10,529, but the availability has deteriorated
signiﬁcantly in the past decade, declining
from 91 percent in 2000 to 59 percent in 2005.
Restructuring and Recovery in Railway Services

Currently, the total ﬂeet size has shrunk to
8,752 and availability stands at 53 percent.
Wagon utilization declined from 36 kilometers
per wagon per day in 2000 to 21 in 2005 for
high-sided wagons and from 49 kilometers/
wagon/day to 23 for other types of wagons.
This deterioration has been a matter of concern
for NRZ. The 2009 utilization rates are not
available, but owing to poorer locomotive
turnaround times, it is likely to be lower than
33 percent.
Some clients, especially those in mining
for whom there are no good transport
alternatives, have assisted NRZ overcome
some of its logistical and service limitations.
Such interventions by the private sector
included funding for the repair of wagons on
condition that such wagons would be set aside
for use by the entities providing the funding.
In more recent years, poor reliability of NRZ
services has affected some of these working
relationships between NRZ and its clients.2
Signaling,
telecommunication,
and
overhead electriﬁcation cabling. Much of the
Zimbabwe railway network uses a centralized
trafﬁc control (CTC) signaling system, but
much of the CTC is inoperative. Old copper
wire communications and electriﬁcation
networks have been vandalized, and the
microwave backbone radio network is obsolete
or inoperative.

10.3.3 Financial Constraints of NRZ
A brief history. The ﬁnancial problems of the
NRZ are one of the major constraints on efforts
to rebuild the railway services of Zimbabwe.
These difﬁculties are not new. The NRZ has
a long history of operating losses. Until 1990,
in spite of holding a virtual monopoly over the
2

freight and passenger trafﬁc in the country,
NRZ incurred a net deﬁcit of close to US$100
million equivalent per year, this being about
65 percent of NRZ’s gross revenue and 3.5
percent of Zimbabwe’s GDP. The huge deﬁcit
was caused by lower revenues due to transport
by rail of less than the freight trafﬁc on offer,
a rigid and inefﬁcient tariff structure, higher
costs due to the heavy interest accruing on
uneconomic investments made in the past,
and excess staff at all levels, poor utilization
of assets, and inefﬁcient operations in general.
During 1990-99, supported by the
Railways II Project (co-ﬁnanced principally
by the World Bank and USAID), NRZ was
able to improve its ﬁnancial and operational
performance. The net deﬁcit declined to about
US$20 million for the ﬁnancial year 1998.
This was achieved through a combination
of tariff rationalization and signiﬁcant
improvements in operating efﬁciency and
operating costs, including a reduction in staff
from 17,000 in 1990 to about 10,000 at the
end of 1998. Responding to the declining
trafﬁc, the NRZ management also decided
to cancel/defer many of the investment
proposals, such as acquisition of new
locomotives, wagons, workshop equipment,
and extension of electriﬁcation. At the same
time, there was a substantial improvement in
NRZ’s institutional capability, mainly as a
result of performance contracts between NRZ
and GoZ, training of NRZ’s top and middle
management through secondment to foreign
railways, the use of foreign technical experts,
and installation of more advanced computers
and software for analytical work.
However, these improvements could not be
sustained. Trafﬁc has declined continuously

Under these arrangements, a customer (partner) pays for spares for supplies required to refurbish either locomotives
or wagons and NRZ provides the labor. The refurbished resources are then dedicated exclusively to the customer’s
trafﬁc or business, while at the same time offering NRZ a loan advance against rail age for the trafﬁc moved by
refurbished resources over the agreed period of time. Since the inception of the program, 12 locomotives, 33
tankers, and over 1,000 wagons have been brought back into service. More recently, declining trafﬁc volumes
have forced some partners to abandon the program. Partners are also refusing to commit themselves for long
periods of time for fear of losses.
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in the past decade, in part because of a sharp
decline in production in the economy, hyperinﬂation, and an acute shortage of foreign
exchange. There were further reductions in the
staff strength of NRZ to about 9,000 personnel
in recent years. NRZ also took a number of
steps to improve operational and ﬁnancial
performance, including encouraging customers
to invest in locomotive and rolling stock
overhaul and buy their own fuel, proposing
to the Government to agree to exporters
paying in foreign exchange, hiring additional
locomotives, reintroducing the caboose
system, and frequently adjusting tariffs in
line with inﬂation. However, the progressive
decline in the availability and utilization of
locomotives and wagons and resulting inability
to meet demand for rail freight services, have
had a severe impact on the proﬁtability of
NRZ operations. As Table 10.5 indicates,
NRZ continued to experience operating losses
through 2009. Even with substantial reductions
in staff numbers, personnel costs still account
for almost 60 percent of operating expenses.
To cover these continuing losses, NRZ has
resorted to commercial borrowings and bank
overdrafts.
The NRZ projects a sharp improvement in
its ﬁnancial position in 2010. If the earliermentioned recovery in freight services is
realized, NRZ projects an operating surplus
of some $8.8 million in 2010, the ﬁrst such
surplus in many years. After allowing for
interest payments on the increasing amount
of debt held by NRZ, net income for 2010
is projected to be about $8 million, while
Earnings Before Interest, Taxes, Depreciation,
and Amortization (EBITDA) would rise to
$26 million, thereby giving NRZ a signiﬁcant
improvement in its cash ﬂow.
Passenger services. In contrast to freight
services, passenger services have generated
operating losses for the past decade. The World
Bank (2006) review of passenger services
concluded that operating losses for passenger
services jumped to US$10 million equivalent
in 2004 from US$1.65 million in 2003 because
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expenditures kept pace with inﬂation while the
Government did not allow commuter tariffs to
be adjusted for inﬂation. Even if the overhead
costs for management and maintenance of
buildings, tracks, and signaling were allocated
entirely to the freight business, passenger
services still operated at a loss in that period,
albeit at lower levels.

With continued government controls on
passenger tariffs, only a small increase in
passenger revenues is projected for 2010,
despite an increase of more than 50 percent in
projected number of passengers to be carried.
Revenue per passenger is projected to decline
from $1.68 in 2009 to $1.34 in 2010/11. With
no change in government policy regarding
passenger tariffs, the operating cost of the
service is projected to increase to about $24
million, which would result in an operating
Restructuring and Recovery in Railway Services

loss of about $20 million in 2010, compared
with $9 million in 2009.

The Railway Act provides for Public Service
Obligations (PSO) in terms of uneconomic
branch lines and passenger services. The
extent of Government support for these lossmaking activities is unclear, but it appears to
have been minimal. In the absence of correct
computations and PSO contracts, the adequacy
of the support cannot be veriﬁed. The absence
of PSO contracts also leads to incorrect
appreciation of the cost of operating passenger
services and dilution of accountability for
performance by NRZ.

Freight services. Transport of freight at various
times in the past has been a proﬁtable business
for NRZ, but the deterioration in recent years
has undermined the business. There was a $2.9

3

million net operating loss from transport of
freight in 2009 (Figure 10.4). As noted earlier,
NRZ projects a sharp recovery in the amount
of freight carried in 2010 (from 2.7 million
tons in 2009 to 6 million tons in 2010) as a
result of improved availability and utilization
of rolling stock and progress in improving
track conditions. Average revenues per ton are
projected to rise from $22 to $26, with total
freight revenues increasing to $158 million,
compared with $59 million in 2009. If the
large recovery in freight trafﬁc is realized, net
income from freight services would be about
$29 million in 2010. The implication is that
net income from freight would be almost $5
per ton in 2010, compared with a loss of $1 a
ton in 2009. It is the prospect of a proﬁtable
freight trafﬁc service that may attract private
investment to the concession arrangements
discussed below.

10.3.4 Role of Private Concessions
Until the 1980s, almost all African railway
companies were publicly owned corporations,
with varying degrees of ﬁnancial and
management autonomy. In many cases,
attempts at commercialization while retaining
public ownership were unsuccessful. As a
result, concessions were introduced in many
countries in the 1990s. Under the most common
forms of concessions the state remains the
owner of all or some of the existing assets,
typically the infrastructure, and transfers the
other assets (usually the rolling stock) and
the responsibility to operate and maintain the
railway to a concessionaire.3
Evolution of policy in Zimbabwe. In
accordance with the SADC protocol, GOZ’s
stated policy since mid-1990s has been to
privatize (concession) the railways. The
process for the privatization of NRZ was
ﬁrst launched in the latter part of the 1990s

For a detailed assessment of the experience of a selected group of railway concessions in Sub-Saharan Africa, see
World Bank (2006), ‘Review of Selected Railway Concessions in Sub-Saharan Africa.’ World Bank, Washington
DC, June 2006.
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with the support of the World Bank. The
Railways Act was modiﬁed in 1997 to allow
for a concession for the railway. Consultants to
support the process carried out several studies,
funded by the World Bank. The Government
granted a Build, Operate, and Transfer
(BOT) type concession for the BulawayoBeitbridge line in the late 1990s.4 In 1998, the
Government sought to privatize the railways
based on a vertical-separation strategy, the key
features of which were unbundling of NRZ
and incorporation of three new companies
to manage three main railway functions—
infrastructure provision, equipment supply
and maintenance, and operations, transferring
of assets and staff from NRZ to the new
companies and the eventual winding up
of NRZ after retrenching excess labor and
disposing non-core activities, concessioning
of infrastructure, private sector participation
in the other two companies, licensing of more
private service providers to introduce intra-rail
competition, and setting up a regulatory body to
ensure smooth operation of various parts of the
new structure. This proposal called for radical
reform in the railway sector. Not only would
the private sector manage the infrastructure
and operations, but there would also be open
access leading to active competition on rail
road service and improvement in the provision
of services to customers as envisaged in the
SADC protocol. In late 1998, the Government
issued a request for proposals for the concession
of the infrastructure based on the foregoing
design. There was considerable interest in the
concession and more than ten potential bidders
bought the bidding documents. However, in
December 1999, while the bids were under
evaluation, the Government decided not to
pursue the concession process. As a result, and
4

because of the political situation, the World
Bank withdrew its support for the railways
privatization project in Zimbabwe.
The Government subsequently came out
with another privatization option. Instead of
the vertical separation model proposed earlier,
it opted for one passenger concession and
two vertically integrated freight concessions;
one for the eastern region and the other for
the southern regions. The Government held
workshops in December 2000 and January 2001
in order to have extensive consultation with all
stakeholders, explore other possible options,
and reach a consensus among stakeholders on
the way forward. No ﬁrm consensus/decision
on the privatization option was reached. One
paper did recommend the earlier option based
on vertical separation, but with the difference
that the infrastructure, freight operations,
and passenger services were to be offered for
privatization simultaneously instead of one
after the other.
The “National Economic Development
Priority Program” issued in March 2006
listed NRZ as a candidate for a concession.
Later that year the MoTC ﬁnalized a
proposal to restructure NRZ along business
lines. The proposal included establishment
of NRZ as a holding company with four
autonomous subsidiary companies to manage
freight, passenger, infrastructure, and other
miscellaneous businesses respectively. The
proposed restructuring was aimed at bringing
a renewed focus on different businesses
within NRZ and at improving performance.
However, the proposal was not cleared by the
cabinet. It was not clear whether the proposed
restructuring was in lieu of a concession or a
prior action to enable subsequent privatization

The Bulawayo-Beitbridge Railway (BBR) was built between 1996 and 1998. It connected Beitbridge to the
industrial heartland of Zimbabwe, Bulawayo, direct through West Nicholson where the NRZ line ended. The
BOT concession to build the 385 km railway line was awarded to New Limpopo Project Investments, a company
registered in Mauritius. The company laid the tracks, provided an additional 10 locomotives, and serviced the
route through this PPP program. The Government took a 15 percent stake in the partnership. The concessionaire
received a number of incentives, including duty exemptions on imported rail equipment and spares, discounted
tariffs and priority service for investors in rolling stock, and tax holidays.
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of the different businesses. Although a
consensus to create a railway concession had
been reached through extensive discussions
over the past ten years or so with stakeholders,
a similar consensus had not been reached on the
proposed organizational structure. Attempts

to proceed with the creation of concessions
were abandoned under heavy criticism from
the unions who complained about the lack of
transparency and their non-involvement in the
processes. As a result, no further action has
been taken on privatization.

Slow progress in implementing railway
concessions is seen as a major obstacle for
recovery in the sector. Given the experience
of the past decade, there are serious doubts
whether the NRZ in its present form,
constrained as it is by internal rules and
procedures, heavy government involvement
in operational matters, and a weak ﬁnancial
base, will be able to operate the railways at
the peak of efﬁciency and productivity. Private
sector participation in the management and
operation of the railways remains as justiﬁed
as before in order for the railways to realize its
full potential. According to the World Bank, a
privately managed revitalized railway network
working on commercial principles would not

only support economic recovery in Zimbabwe,
but it would also strengthen the regional rail
corridor and help regional integration.
The lack of progress on concession
arrangements also means that Zimbabwe is
failing to meet its obligations under the SADC
Protocol on Transport, Communications, and
Meteorology. As noted earlier, the protocol
speciﬁes that member states should facilitate
the provision of a seamless, efﬁcient, costeffective, safe, and environmentally friendly
railway service. The protocol also encourages
governments to grant autonomy to the railways
so that they can achieve full commercialization,
increase private sector participation, and
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enhance operational synergies amongst railway
service providers, promote fair competition,
and strengthen the government regulatory
function.
The
deteriorating
railway
service
and infrastructure has had an impact on
interregional trade ﬂows, which of necessity
must pass through Zimbabwe. Its impact is
already being felt and will affect ongoing
attempts to establish the Limpopo concession
in Mozambique, as well as efforts to
concession the Beira line. The value of the
Zambia concession is diminished, and NRZ
arrangements with BBR have diminished the
value of any future concession in Botswana.
International ﬂows from the copper belt will
be determined by NRZ’s ability to move
trafﬁc in a timely manner. Without further
action to strengthen rail services in Zimbabwe,
prospects for improvement in interregional
trafﬁc ﬂows are bleak.
Creating a larger role for private concessions.
Given the heightening inter-modal and interroute competition, it will be difﬁcult for the
railways to sustain progress within the existing
public sector framework. The current ﬁnancial
outlook for NRZ suggests that, even with
quite optimistic assumptions about the growth
in freight and its proﬁtability, rebuilding
the railway infrastructure and asset base is
well beyond the ﬁnancial resources of NRZ.
Some combination of increased government
support for the railways, together with the use
of additional concession agreements appears
to offer the best prospect for rebuilding these
services. Experience from the increasing
number of concessions in Africa suggests that
they can improve operations and efﬁciency
with improved labor and asset productivity.
The fundamental issue now is whether
the deterioration in the assets of the railway
network over the past decade is approaching
5

a point where it will be difﬁcult to attract
qualiﬁed concessionaires. A number of
African countries with dilapidated networks
have had difﬁculty in attracting more than a
few bidders. Responsibility for the ongoing
rehabilitation and maintenance of track has
been a major issue for some concession
agreements. In some cases, the ﬁnancial
resources of bidders have not been sufﬁcient
to ﬁnance the major investments required.
Even in those circumstances where the State
has provided guarantees for the investments,
mobilization of the funding has been slow.
Other challenges that have arisen include a
lack of enthusiasm among concessionaires
for operation of passenger services that do not
generate revenues comparable to that from
freight services, lack of agreement about the
payment of government compensation for
unproﬁtable services, differences regarding
the level of concession fees and the duration of
the concession, and arrangements for, and the
cost of, redundant staff.5
Experience from other concession
arrangements in Africa points to several policy
issues for the GoZ that have an important
bearing on ﬁnancing and management
arrangements for the proposed program:
• Major track renewal and rehabilitation.
Most concessionaires operating in Africa
take the view that track rehabilitation
and, especially, track renewal should be
ﬁnanced by governments. The 40 to 50
year life expectancy of these assets often
precludes operators from being able to
mobilize and pay for the private capital
required to ﬁnance track rehabilitation and
renewal. This is particularly the case when
the ratio of initial track investment over
revenues is considered too high to mobilize
sufﬁcient private ﬁnancing. This is the
situation that applies to Zimbabwe. In these

The high cost of compensating redundant staff was one of the reasons for the failure of the 1999 initiative to award
a concession for the railways in Zimbabwe. This cost was estimated at $75 million. The plan called for World
Bank funds to be used to ﬁnance the retrenchment, but as noted earlier, the Bank withdrew from the program.
Without donor funding of retrenchment, the prospects for a successful concession were very doubtful.
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circumstances, governments may agree to
fund the initial ﬁve-year investment plan,
often by mobilizing loans from international
ﬁnancial institutions and on-lending the
proceeds to the concessionaires.6 Given
the current challenging environment for
rail services in Zimbabwe, the working
assumption used in this Report is that the
Government retains responsibility for
track rehabilitation and renewal, but that
concessionaires would be responsible for
funding track maintenance.
• Financing of passenger services. Passenger
services in Zimbabwe have been operating
at a loss for many years because the
Government sets passenger tariffs at
levels well below the cost of providing
the service. Recent studies of Sub-Saharan
Africa railway performance suggest that
the prospects for proﬁtable non-urban rail
passenger services are poor. According to
Amos and Bullock (2007), rail services
start competing with road services for
passengers at speeds higher than 70 km
per hour. The average speed for passenger
trafﬁc in Zimbabwe is substantially lower
than 70 km per hour. The cost of maintaining
track and signaling systems that would
enable these commercial speeds is much
more than the cost of maintaining the 30- to
40-km per hour commercial speed needed
for a freight railway. The implication is
that if existing passenger services are to be
maintained, operating losses will continue.
If the Government wants concessionaires to
operate passenger services, concessionaires
will expect to be compensated for the
losses that stem from such pricing policies.
The concession agreements will require
clear compensation arrangements that can
be monitored and timely payments by the
Government.
6

• Seamless operations for freight movements
in the region. The SADC Protocol
on Transport, Communications, and
Meteorology calls for seamless operations
among member countries. Open or limited
access is a prerequisite for seamless
operations. Progress on implementation
of the protocol has been slow. It is often
the case that concessionaires are awarded
exclusive rights for provision of services for
a number of years following start-up of the
concession. The GoZ will need to reconcile
such incentives to attract concessionaires
with these wider obligations associated
with the unimpeded movement of freight
on the regional networks that pass through
Zimbabwe. This may require entry into
reciprocal arrangements with other railway
networks for operating seamless services.

10.4

AN ACTION PLAN FOR
THE RAILWAYS SECTOR

10.4.1 Rebuilding Railway Freight
and Passenger Services
NRZ has ﬁxed a freight target of 6 million tons
for 2010. Achieving this target requires action
on refurbishment of an adequate number of
locomotives and wagons, but if that would
take time, lease of locomotives and wagons
on appropriate terms or in consultation
with the Government, suspension of some
passenger services, and improved utilization
of locomotives to at least the highest level
achieved in the past. Availability of the
necessary foreign exchange and fuel would
also be important and would require close
monitoring.
For the decade ahead, the objective is to
build freight services to the original design
capacity of the rail network of 18 million tons

In some cases, for example, Zambia Railways and the Tanzanian Railways Corporation (TRC), governments do
not ﬁnance initial track renewal but commit to compensate concessionaires for their investment by the end of the
concession. In these cases, the initial amount to be invested is relatively small in relation to expected revenues,
and as a result, it is expected that concessionaires will be able to secure private ﬁnancing based on the business
merits of the concession.
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(Figure 10.5). There is a broad consensus that
an efﬁcient railway system will address the
bulk transport needs in agriculture, mining,
and manufacturing and to a less extent the
electric power sector.7 The target of 18 million
tons of freight implies an average growth in
trafﬁc of almost 20 percent a year during 201020, which is much higher than the projected
growth in GDP. The underlying assumption is
that as service capacity and quality improve,
the railways will be able to attract freight from
the road transport industry because of lower
freight rates.

The target for passenger trafﬁc is equally
ambitious. It is projected to rise to 24 million
passengers by 2020, an average growth rate
of 26 percent a year. In the event that fares
continue to be set well below the cost of
service provision, the operating losses of NRZ
from passenger services would rise steadily in
the decade ahead in the absence of subsidies
from the National Government.

10.4.2 Proposed Action Plan
The MTP calls for sustained improvement in
the performance of the railways. To rebuild
7

the Zimbabwe railway network and services
to its original freight capacity and to expand
substantially passenger services, actions will
be required on a number of fronts. According
to the MTP, these include rehabilitation of the
existing rail track infrastructure, signalling and
telecommunications systems, and reduction of
track cautions, increasing the availability of
locomotives, coaches, and wagons, review of
the regulatory framework governing railway
transport and establishment of a Regulatory
Authority, establishment of a PPP framework
to facilitate private sector participation, and
formation of strategic partnerships that involve
one or more concessions for sections of the
track, establishment of a separate body to own/
operate infrastructure while rail services are
opened up to a number of private concessions
for a fee, introduction of a national rail safety
program with safety and security regulations,
and adoption of environmental best practice for
rail construction and maintenance, including
environmental impact certiﬁcation by the
Environment Management Agency before
commencement of projects.
The proposed program set out in this Report
expands on these proposals and sets out a
detailed Action Plan for their implementation
in the decade ahead. The proposed program
is one in which the restructuring of the
railways is based on vertical separation. In this
scenario, the management and ownership of
the infrastructure facilities is separated from
the provision of rail services. The key features
of the proposed new institutional arrangements
are as follows:
• The Government would continue to
own the track and related infrastructure
such as signaling, communications, and
electriﬁcation. A new public entity would
be established and would be responsible for
the management and upkeep of this basic
infrastructure. For the purposes of this

There are only four coal power generation plants (Hwange, Bulawayo, Harare and Munyati). The largest one at
Hwange (installed capacity of 920 MW) is located on the coal mine and the other three are low capacity generation
plans (with total installed capacity of 290 MW). Owing to the age of these plants, in addition to other operational
inefﬁciencies, improved rail transportation will likely yield only marginal beneﬁts for power generation.
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Report, this new state enterprise is called
the Railway Infrastructure Company of
Zimbabwe (RICZ).
• Concessions would be granted for private
operation of rail services on the entire
network. There would be open access for
freight concessions on the entire network
of some 2,760 km of the national route.
The 385 km of the Beitbridge Bulawayo
concession would be excluded from these
arrangements because it has exclusive
rights to operate on this line for the 30 year
life of the concession.
• The existing NRZ would be restructured
to become a provider of freight and
passenger services. Private equity would be
brought into the company at the time of its
restructuring. As a commercial company,
the restructured NRZ would operate on
strictly commercial principles comparable
to those of other concessionaires. For the
purposes of this Report, the restructured
NRZ is called the Zimbabwe Railway
Services Company (ZRSC).
• In the case of passenger trafﬁc, the ZRSC
would continue to provide existing
commuter and passenger services. The
concession agreement between the ZRSC
and the Government would provide for
payment of subsidies for operating losses
incurred in the event that passenger tariffs
continued to be set by the Government.
ZRSC and other concessionaires would be
able to operate high-end passenger services
catering to the tourism industry and luxury
travel on the entire 2,760 km network.
One of the important advantages of this
approach is that such vertical unbundling puts
rail transport in a situation that is similar to
road transport. Separating infrastructure from
services facilitates the entry of more than one
operator on a single route. Direct competition
among operators offers the possibility of
improvements in efﬁciency and lower costs.
In the case of Zimbabwe, a possible source
Restructuring and Recovery in Railway Services

of competition is rail services offered by
neighboring countries in an environment in
which Zimbabwe implements the seamless
travel policies of SADC and sets competitive
access fees.

10.4.3 Management of Railways
Infrastructure
Ownership of the railways infrastructure.
The working assumption in this Report is
that the Government would retain ownership
of the track and related facilities and would
therefore be responsible for the design,
funding, and implementation of rehabilitation
and maintenance programs. As proposed in
the MTP, the Action Plan calls for creation
of a separate government agency, referred to
in this Report as the Railway Infrastructure
Company of Zimbabwe (RICZ) that would be
responsible for the maintenance and operation
of the railway infrastructure.

Rehabilitation of the track. Under normal
operating conditions with regular maintenance,
the track network would have an average life
of at least 40-50 years, given the relatively low
trafﬁc volumes of Zimbabwe. A substantial
portion of the track is approaching the end
of its economic life. The cost of periodic
reconstruction is currently estimated at
about $350,000 per km, so the annual cost of
periodic rehabilitation is about $8,000 per km.
The proposed program would rehabilitate the
total route length of some 2,759 km over a
20-year period. The total cost of the program
is estimated at about $1.14 billion at 2009
constant prices.
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The immediate priority is to remove the
speed restrictions on some 420 km of track at
a cost of about $70 million, and to begin the
rehabilitation of the track, including signaling
and communications and electriﬁcation
infrastructure (Table 10.7). The rehabilitation
program for the CTC would involve a shift to
some combination of ﬁber optic cables and

wireless communications. The line between
Harare and Mutare would be a priority, as
would the section between Harare and Gweru
and Gweru to Beitbridge. Other low cost
interventions like stabilization of electric
power supply and signaling could also be
funded on a priority basis.

The proposed rehabilitation program is based
on the assumption that the entire network of
2,759 km of track and related facilities would
be replaced over a 15-year period, 2011-25.
The proposed program would start in 2011
or 2012 following a detailed assessment of
priorities for rehabilitation based on trafﬁc
forecasts and track condition. In the ﬁrst ﬁve
years (2011-15), the program calls for capital
outlays of about $370 million on rehabilitation
of the infrastructure. In the following 10 years
(2016-26), a total of about $770 million would
be spent on the rehabilitation of the remainder
of the track and related facilities.
There is one important qualiﬁcation
to the proposed expenditure program for
rehabilitation of the track and related facilities.
More work is needed to determine whether, in
fact, the rehabilitation and upgrade of the entire
rail network is economically justiﬁed. The
ﬁrst priority would be to allocate the available
capital to the rehabilitation and upgrade of the
mainline network. About 70 percent of the
total route length of 2,759 km is accounted for
by the mainline network, most of which serves
domestic and regional rail transport needs.

There is little doubt about the justiﬁcation for
periodic rehabilitation of this portion of the
network, given its pivotal role in the regional
rail network of Southern Africa. However, the
economic justiﬁcation for rehabilitation and
upgrade of the entire domestic branch line
network of some 878 km does need further
evaluation to determine whether any of these
lines have low trafﬁc volumes and short hauls
that will not be competitive with road freight
services. To reinstate relatively short spurs that
will have difﬁculty in competing with road
transport may be very expensive. Low trafﬁc
densities on these spurs may not generate
sufﬁcient revenue to cover operating costs
and, in addition, generate sufﬁcient revenue to
justify the above-mentioned cost of periodic
rehabilitation.
Expansion of the existing network. There
are a number of proposals for expansion of
the rail infrastructure network, including
construction of new links to provide shorter
routes to/from the seaports to develop
Zimbabwe into a viable and efﬁcient regional
hub (See Map 10.2). Figure 10.6 lists the
various proposed extensions. These seven
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extensions would add about 1,340 km to the
existing network of 2,759 km. The highest
priority is the development of the Lion’s
Den-Chirundu rail link with an extension to
Kafue in Zambia, a distance of approximately
260 km.8 A key issue that will require further
careful investigation is the ﬁnancial and
economic viability of these various extensions.

8

The provisional estimate for the Chitungwiza
commuter line is $400 million. According
to the World Bank (2010), the cost of new
construction of a single-track, non-electriﬁed
railway on relatively ﬂat terrain is at least $1.5
million per km, increasing to about $5 million
per km in more rugged country. The total cost of
these extensions, including the new commuter
line, is therefore in the range of $2.5 to $6
billion at 2009 constant prices, depending on
the type of terrain. Some of the extensions will
provide bulk transport for mineral products
and may therefore be economically viable
investments. But others will compete with
existing road routes where freight rates may
be constrained by competition to perhaps 6
US cents per ton km. The proposed program
includes funding for detailed studies of the
economic justiﬁcation for these extensions, but
does not include funding for their construction.

The Government is reported to have signed a memorandum of understanding with Espol Africa Consortium
in September 2010 for the construction of a line from Lion’s Den to Chirundu. The Espol Africa Consortium
reportedly comprises Zimbabwean and Chinese ﬁrms, and the China ExIm Bank. The project would be constructed
on a BOT basis. At an average construction cost of say, $5 million per km, the capital cost of the track could be
in the range of $1.3 billion. After allowing for investment in rolling stock and other facilities, the total cost of the
project could be in the range of $1.5 to $2 billion.
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Map 10.3. Proposed Expansion of Railway Routes in Zimbabwe
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Routine
maintenance
of
track
infrastructure. The current value of the track,
signaling, electriﬁcation, and related assets
are estimated to be about $685 million at end
2009.9 Total spending on routine maintenance
on track and related facilities is estimated at
about $2 million for 2009—equivalent to
about 0.3 percent of the capital stock. As Table
10.8 indicates, NRZ is proposing a major stepup in spending on routine maintenance of track
and related assets in 2010 to about $16 million,
equal to about 2 percent of the capital stock.
The proposed Action Plan calls for a steady
increase in maintenance outlays in the decade
ahead, relative to the value of the capital
stock. As Table 10.8 indicates, implementation
of the rehabilitation program in the decade
ahead would mean that the capital value of the
track and related assets would be about $1.45
billion by 2020 (at 2009 constant prices). For
the medium and longer term, a reasonable
target for routine maintenance may be about 4
percent of the capital stock.
Successful
implementation
of
the
rehabilitation program would imply that
outlays on routine maintenance would rise to
about $60 million a year by 2020. A total of
about $400 million (at 2009 constant prices)
would be required for routine maintenance
of the rehabilitated rail infrastructure in
the decade ahead. Table 10.8 provides a
summary of the proposed capital and routine
maintenance expenditures for the railway
track and related facilities that would become
the responsibility of the RICZ from 2013
onwards. Total spending on capital works
is put at about $740 million at 2009 prices
for the decade ahead, while total spending
on maintenance rises steadily to about $60
million a year by 2020, and totals about $400
million for the decade as a whole.

9

10.4.4 Restructuring of NRZ
and Creation of RICZ
Financial constraints on NRZ. What is quite
clear is that the funding requirements for the
improvement of railway services are well
beyond the projected ﬁnancial capabilities
of NRZ. As the foregoing consideration
indicates, the total cost of rehabilitation and
increased emphasis on routine maintenance
of the railway infrastructure alone comes
to about $1.15 billion in the decade ahead;
as the subsequent analysis indicates, the
estimated cost of replacement of the rolling
stock is estimated at about $870 million (all
at 2009 constant prices). Mobilization of the
required $2 billion in the decade ahead is well
beyond the ﬁnancial capacities of the NRZ
even under the optimistic assumptions about
the future growth in trafﬁc set out in Table
10.9 above.
If NRZ is able to rebuild the freight business
to close to the original design capacity of
the rail network as per Table 10.9, NRZ
projects continued operating surpluses for
the enterprise. Operating income would rise
to almost $30 million a year by 2020 (Table
10.9). For the decade as a whole, the EBITDA
would be about $700 million. The implication
is that NRZ would have to raise an additional
$1.3 billion for rehabilitation of the railway
infrastructure and its routine maintenance, in
addition to servicing the current long-term
debt of almost $180 million. In the unlikely
event that the government made payments to
NRZ to cover the projected losses on passenger
services, these would total about $150 million
for the decade as a whole, in which case the
new funding required by NRZ would be about
$1.3 billion.

This estimate is at historical cost. In the case of the track itself, the current value is put at $288 million. Given the
age of the track, these low values are to be expected. The replacement cost of the track, however, is much higher.
At a cost of $350,000 per km, the replacement cost is estimated to be about $960 million.
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In the face of these realities, the Government
announced in the MTP its intention to
proceed with the restructuring of NRZ.
The restructuring of NRZ would result in
formation of two new companies: the Railway
Infrastructure Company of Zimbabwe
(RICZ) and the Zimbabwe Railway Services
Company (ZRSC). The RICZ would own the
railway infrastructure (other than that of the
Beitbridge-Bulawayo concession that operates
under a 30-year BOT arrangement). It would be
responsible for rehabilitation and maintenance
of the railway infrastructure.
The proposed new ZRCZ would be
privatized and would operate as a freight and
passenger service concessionaire on the entire
national network, other than the BeitbridgeBulawayo concession, in competition with
other concessions. The details of the proposed
technical and ﬁnancial restructuring of NRZ
are discussed in Chapter 5.

10.4.5 An Expanded Role for Private
Concessions in Zimbabwe
PPP framework and role of concessions.
The Medium-Term Plan of the Government
implicitly recognizes these severe ﬁnancial
constraints on the NRZ. It calls for the award
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of concessions for railways services and
proposes actions on:
• Establishment of a PPP framework to
facilitate private sector participation;
• Pursuit of strategic partnerships by awarding
concessions for sections of the track.
The immediate priority is to put in place a legal
framework for the use of PPP arrangements
in Zimbabwe. The requirements for this
framework are discussed at some length in
Chapter 5. The Government will have to decide
on a range of important policy issues in the
design of the PPP framework and within that
the treatment of concessions. Useful insights
can be gained from the experience of other
railway concessions in Sub-Saharan Africa
(see Box 10.1 below). International experience
with such concessions suggests a number of key
issues need to be considered in the design of an
appropriate railway concession: (i) the choice
of the potential concessionaires; (ii) passenger
service requirements; (iii) arrangements for
ﬁnancing track rehabilitation and maintenance,
(iv) the level of concession fees; (v) the
ﬁnancial structure of the concessions; and (vi)
reporting obligations of the concessions.
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A simple model was used to facilitate
evaluation of these various options. (See
Annex 6 for details.) Ten simulations were
run with the model to examine the ﬁnancial
impact of different assumptions about the
policy regarding subsidies for passenger

fares, the concession fee, the debt ratio of
the concessions, and the interest rate on
liabilities of concessions. A summary of the
key assumptions used in the simulations, along
with key outcomes, is presented in Figure 10.7.

Box 10.1: Experience from Railway Concessions in Sub-Saharan Africa
Since 1992, 16 rail concessions have been established in Sub-Saharan Africa, of which two have been canceled and
six have operated for ﬁve years or more. According to the World Bank (2010), the creation and operation of these
concessions has not been problem free. In many cases, attracting more than a few bidders has been difﬁcult, and
in several cases, bidders’ ﬁnancial resources have been insufﬁcient to ﬁnance the major investments required. In a
number of cases, the State has had to guarantee these private investments or to fund them. Concessionaires have
shown little enthusiasm for running passenger services which do not generate the same revenues as freight, and
there have been delays and disputes about the payment of compensation by governments for unproﬁtable services.
Problems have also arisen over the level of concession fees, the duration of the concession, and arrangements for
redundant staff. Financial projections produced during the concession bidding process often overstated revenues
and understated costs, and as a result some concessionaires found themselves in a liquidity trap. In some cases, the
latter required a complete restructuring of the concessions. In reviewing these experiences, the conclusion of the
World Bank is that despite these difﬁculties, the results to date are encouraging.

The key characteristics for eight concessions in Sub-Saharan Africa, most of which began operations in the past
decade, are set out in table above. The length of these concessions has been 20 or 25 years. The start-up capital
contribution by the concessionaires ranged from $5 million to $20 million, with an average of $12 million for the
group as a whole. The share of equity held by governments at start-up ranged up to 49 percent; however, the equity
of these governments typically involved in-kind contributions (e.g., rolling stock, spare parts, or buildings), most
of which had a very limited cash value. In a number of cases, Sub-Saharan governments entered into negotiations
with potential concessionaires with a railway service that had a high ratio of initial track investment compared with
revenues. This is likely to be the case for Zimbabwe. Experience has shown that in these circumstances concessions
are unlikely to be able to mobilize sufﬁcient private ﬁnancing for the program. Governments in this situation have
opted to ﬁnance initial track rehabilitation and renewal costs, typically by securing loans from international ﬁnancial
institutions. These loans are then on-lent to private operators. Under these arrangements, the most common practice
has been to cover only the ﬁrst ﬁve years of funding for infrastructure renewal, in the hope that the investment
will lead to higher trafﬁc levels that, in turn, generate additional revenues that concessionaires can then apply
to infrastructure renewal. Governments have usually agreed to purchase at the end of their concessions the nonamortized portion of any infrastructure investment that concessionaires have ﬁnanced. In some cases, governments
have been able to obtain partial risk guarantees from international ﬁnancial institutions to ensure payments to
concessionaires.
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Choice of potential concessionaires. There
are several options available for contracting
with the private sector for concession services.
The ﬁrst option, and the one advocated in
this Report, would be to tender the proposed
concessions under international competitive
bidding procedures that included the Zimbabwe
Railway Services Company (ZRSC) as a prequaliﬁed bidder. In the event that international
railway operators/investors are not interested
in bidding independently, or in partnership
with ZRSC on the concession, another
possibility might be a bilateral deal involving
an extension of BBR rights to operate on the
entire 2,760 km of the grid in competition with

ZRSC. A third possibility is that a Spoornet
subsidiary might have interest in extending
the Spoornet reach into Zimbabwe, again in
competition with ZRSC.
Investments by concessionaires. The
primary capital outlay for the successful
concessionaires will be on locomotives, rolling
stock and related facilities. For the purposes
of this Report, the NRZ has estimated the
locomotive and rolling stock that would be
needed to meet the projected growth in freight
and passenger trafﬁc during 2011-20 (Figure
10.7). These costs are put at about $870
million for the decade ahead, with the bulk of
the outlays on locomotives.

As noted earlier, the NRZ is currently
unable to meet current demand for services
because of problems with the availability and
utilization of locomotives and wagons. In
order to meet the present trafﬁc demand and

to build additional capacity, a high priority
should be given to improving the availability
of locomotives and rolling stock in the near
term. Prior to the proposed restructuring in
2013, NRZ would therefore continue the
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actions it has already initiated to increase
locomotive availability and utilization.
The Government has already made certain
contractual commitments towards acquisition
of ten mainline locomotives. Technology
has evolved and the new acquisitions will
enable NRZ operate more efﬁcient modern
equipment. Because the in-house capacity for
the rehabilitation of locomotives and wagons
is quite limited, the allocation of resources for
this work would be spread over a three-year
period. As Table 10.10 indicates, to rebuild
freight and passengers services consistent with
the projected growth in demand (Table 10.9),
capital expenditures by NRZ would need to be
in the range of $160 million during 2010-12.
For 2013-20, when the concession
arrangements would apply, capital outlays
on locomotives, rolling stock and related

facilities are put at $875.5 million at 2009
constant prices. A prudent debt ratio of
70 percent implies that the concession
arrangements would require about $260
million of equity and $615 million of
debt. If, on the other hand, the concession
agreements were based on a debt ratio of 80
percent, about $175 million of equity would
be required, along with $700 million of debt.
The proposed restructuring of the NRZ into a
concessionaire with a private equity partner
will require close attention to ensure that an
adequate amount of the equity injected into
the company is in the form of cash-equivalent
instruments. This issue is closely related
to decisions about the amount of equity in
ZRSC that will be held by the government
and the extent to which it will take the form
of existing equipment.

Track rehabilitation and maintenance. The
general experience with concessions in Africa
is that few, if any, generate sufﬁcient proﬁts to
fund long-term rehabilitation and renewal of
track and related facilities. The issue, therefore,
is whether the concession is designed in a way
that boosts the proﬁts of the concessionaire
in return for which, the concession then
contributes to track renewal, or whether the
Government assumes responsibility for track

renewal. The working assumption in the
indicative program set out in this Report is that
the Government assumes responsibility for the
$1.14 billion required for track rehabilitation
over the next 15 years, but the concessionaires
would be responsible for the full cost of routine
maintenance. Under the indicative program
outlined here, the concessionaires would be
required to cover the annual cost of routine
maintenance on the 2,760 km of the network
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that would be operated under competitive
concession arrangements. The levy would be
paid to the RICZ who, in turn, would contract
out (to concessionaires or other entities) for the
maintenance of the track and related facilities.
(See Table 10.8 for details on rehabilitation
and maintenance costs for 2011-20.)
Concession fees. Concession fees are a
key element of the ﬁnancial arrangements for
concessions. Usually, the level of these fees is
set to represent the cost to the concessioning
authority of providing assets (rolling stock,
track and related facilities, and equipment) to
enable a concessionaire to operate its railway
service. Fees are usually set as a percentage
of net revenues. Among the nine concessions
included in Box 10.1 above, concession fees
range up to almost 14 percent of revenues.
Concession fees need to be set in a manner that
will ensure the proﬁtability of the concession.
Some of the Sub-Saharan Africa concessions
with high fees have found that the proﬁtability
of their operations has been severely eroded.
An unduly high concession fee will further
constrain the ability of concessionaires to
contribute to track maintenance and renewal.
For this reason, consideration must also be
given to other forms of payments to government
that may be required of the concessionaire
(income and other taxes and fees).
In the particular case of Zimbabwe,
simulation of the various scenarios indicates
that a concession fee of 13 percent would be
required to cover the operating costs of the
RICZ. This puts Zimbabwe at the high end of
the range of concession fees charged in other
Sub-Saharan Africa concessions. Concession
fees of 15 percent or more enlarge the ﬁnancial
surplus of the RICZ and hence its ability to
fund rehabilitation of the rail network, but
as Table 10.11 indicates, the cash ﬂow of the
concessions is adversely affected and as a
result, the return on investor equity declines.
Provision of passenger services. The
concessionaire model was used to evaluate
two options regarding the policy for passenger
tariffs. In Scenario A, passenger tariffs continue
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to be set by government at levels that are
substantially below the operating cost of service
provision, but the government compensates
concessionaires for these losses. In Scenario
B, passenger tariffs are raised steadily each
year during 2011-20 to the point where they
cover the operating cost of service provision
by 2020. The results of the simulations show
that with a concession fee of 13 percent the
RICZ can cover the full cost of its operations
during 2011-20; however, in a number of the
simulations for Scenario A, the net income of
the concessionaires is negative, and in all but
one case (Scenario A.4), the return on investor
equity is low or negative. In Scenario B where
the subsidy is phased out, the cash surpluses of
RICZ are substantially higher than in Scenario
A, and with one exception (Scenario B.5), the
net income of concessions is positive.
The working assumption used in this
Report is that the ZRSC will be the sole
provider of commuter services and inter-city
passenger services. Under the concession
agreement with the ZRSC it is essential that
there are clear compensation arrangements in
place and that these can be monitored. In these
circumstances, the concessionaire should be
able to retain passenger revenues and beneﬁt
from a Government funded compensation
program to cover operating losses. In the
absence of a clear contractual arrangement with
the government on the issue of compensation
for losses, the risk is that ZRSC would not be
compensated. Uncertainty on this point would
almost certainly deter potential investors
from a partnership with ZRSC. Without the
necessary injection of investor funds, the
ﬁnancial position of ZRSC would very likely
be one in which there was a continual risk of
liquidity problems and an inability to make
the necessary investments in new locomotives
and rolling stock. This would put ZRSC at
a substantial disadvantage vis-à-vis other
concessions that provided only freight services
on the network.
Financial structure of the concessions.
Prudent ﬁnancial management suggests that
Restructuring and Recovery in Railway Services

during the design and negotiation phase, close
attention be given to debt-equity ratios to
reduce the risk of severe liquidity problems
once the concessions are operational. The
World Bank (2006) reported that six of
the nine concessions reported in Box 10.1
above had actual or projected debt-to-equity
ratios greater than 80:20 from the start of
their operations. A debt ratio of 80 percent is
typically regarded as the higher end of what
is desirable for any ﬁnancial venture. These
high debt ratios had an adverse effect on the
share of the investments that were privately
ﬁnanced. In some cases, the weak cash
positions of concessions were compounded
by government equity contributions in kind.
Those concessions with liquidity problems
have then been vulnerable to delays or nonpayment of government subsidies associated
with passenger service obligations.
Comparable issues are evident in the case
of the proposed concession arrangements
for Zimbabwe. As Table 10.11 indicates, at
debt ratios of 70 percent, the most attractive
outcomes are Scenarios B.1 in which the
concession fee is set at 13 percent and B.2 in
which the fee is raised to 15 percent. The latter
scenario also has the lowest level of ﬁnancial
support required from the government. The
problem with these two scenarios is that the
returns to equity investors are at best marginal.
By 2020, the return on equity is only 14 percent
for B.1 and 12 percent for B.2. With debt ratios
of 80 percent, the outcomes are very sensitive
to the interest rate on the debt. Scenario B.3,
with a debt ratio of 80 percent and an interest
rate of 6 percent, has a return to equity of 19
percent by 2020. The scenario that offers the
most attractive return on equity is B.4. In this
scenario, the concession has access to loans
from government at a below market rate of
3 percent and the resulting return on equity
is 28 percent by 2020. If, on the other hand,

the interest rate is set at 8 percent, the return
on equity drops to 13 percent by 2020 and the
cash position of the concessions is very weak,
suggesting the potential for liquidity problems
in the concession arrangements.
As a practical matter, it is very likely that
potential investors will look for returns on
equity in excess of 20 percent after the initial
start-up phase of the concession arrangements.

10.4.6 Institutional Improvements
and Capacity Building
Strengthening the regulatory framework. As
noted earlier, no one agency is responsible for
regulation and oversight of railway services
in Zimbabwe. At the present time, the only
recourse for the customers against unfair trade
practice or monopoly behavior by NRZ is to
appeal to the Competition Commission. The
justiﬁcation for strengthening these regulation
and oversight functions will be even greater
in the event that private concessions provide a
large part of the passenger and freight services
in the decade ahead.
Prior to the proposed restructuring of
the railways, Zimbabwe will need to create
an appropriate regulatory capacity. As the
discussion in Chapter 4 indicates, this Report
proposes the creation of a single entity that
would be responsible for regulation of the
entire transport sector. The design of the
regulatory framework will need to be aligned
with the form of restructuring adopted by the
Government.10 The guiding principle should be
that regulation of the railways services is not
complex and has the ﬂexibility to protect the
railway’s share of transportation markets. The
regulatory framework should therefore provide
a stable legal and institutional framework
and should foster competition and market
mechanisms. The main responsibilities of the
regulator would include regulating quality

10 For a more detailed consideration of the choice of appropriate regulatory systems, see Estache, Antonio, and
Ginés de Rus (2000), Privatization and Regulation of Transport Infrastructure: Guidelines for Policymakers and
Regulators. World Bank Institute, Washington, DC, WBI Development Studies, 2000.
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(service levels, safety, and environmental
and
technical
standards),
controlling
monopolistic behavior, and determining the
overall characteristics of the sector’s functions
consistent with established competition rules,
and with antitrust and commercial legislation.
Such an entity would need to have a capacity
to impose annual independent ﬁnancial and
operational audits as part of concession
contracts. The regulatory body should have
the necessary political and technical powers
to coordinate and oversee government actions
towards private rail operators. Experience
from railway concessions in other African
countries is relevant here. These concessions
typically have a long list of requirements
for the concessionaire to meet. According to
the World Bank (2010), many concessions
in Sub-Saharan Africa ignore most or all of
their reporting obligations under concession
agreements. In some cases this stems from
intransigence on the part of the operators,
and in other cases it stems from capacity
limitations within governments. Careful
consideration will need to be given to the rights
and obligations of concessionaires and the
RICZ and the related reporting requirements.
These obligations should include ﬁnancial
and operational information required for
independent annual calculations of concession
fees and government subsidies, if necessary, as
well as technical matters such as price policy
and controls under the contract, arrangements
for quality control, and access to infrastructure.
Improving safety and security and
strengthening environmental safeguards.
Safety is an important part of operational
performance of the railways. Rail travel is
safer than road travel, but the rail safety
record in Zimbabwe is worse than comparable
railways elsewhere in the world. The
inadequate safety record stems from obsolete
track infrastructure, poorly maintained rolling
stock, and lack of operational discipline.
An important responsibility of the proposed
regulatory authority would be the formulation
and oversight of a range of regulations related
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to safety and environmental concerns. A range
of issues arise in the case of environmental
concerns, including, for example, engine
pollution, noise, and transport of hazardous
materials. Similarly, a range of issues arises
with respect to regulation and safety. The
deﬁnition and enforcement of safety procedures
includes a system of operational and technical
standards to ensure safety and safe operation
throughout the network. In the event that the
Government opts for an open access system
for provision of rail services, there must be
suitable arrangements for a rail track controller
to ensure safe coordination among different
operators using the same tracks or stations.
Capacity building and technical studies.
A key set of activities is the various technical
studies that will be required in the ﬁrst
phase of the Action Plan, including a Master
Plan for the restructuring NRZ and further
development of the sector, a business plan
for the award of concessions, and a detailed
assessment of freight and passenger trafﬁc by
route. The analysis of existing and projected
trafﬁc ﬂows will provide insight about those
branches that will be proﬁtable and those that
may be loss-makers because of a combination
of short distances and competition from the
road freight industry. The design work will
need to address the proﬁtability of passenger
and freight services on these routes. The lossmaking branches may not attract the services
of concessionaires in the absence of speciﬁc
agreements in the concession agreements,
including in particular the nature of the PSO
contracts for the provision of passenger
services. Other aspects of these studies would
include arrangements for the technical and
ﬁnancial restructuring of NRZ, including
injection of capital to bring the assets to
acceptable and agreed standards, arrangements
for funding staff retrenchment, establishment
of a framework for track access charges that is
consistent with the longer term objectives for
seamless operations in the region, licensing
of operators, safety and economic regulation,
and inter-ﬁrm pricing for use of locomotives
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and other services. In addition, the various
proposals in Table 10.12 for some 1,340 km of
extensions to the network will all need detailed
technical, economic, and ﬁnancial evaluations.
With these various studies and training
programs in place during 2011, the key policy
and institutional changes could be undertaken
during 2011-12. These include the creation of
the transport regulatory authority, restructuring
of NRZ into two separate companies, and the
formulation of the policy framework required
for the award of the concessions for freight
and passenger services. With the policy and
institutional framework in place during 2012,
the Government would then be able to launch

the contract award process for concessions.
The target would be to complete the award and
negotiation of these concessions during 2012,
with mobilization by the concessionaires in
2013.

In the ﬁrst two years of the program, the
emphasis would be on the various technical
studies and capacity building initiatives
outlined in the foregoing consideration. The
rehabilitation of the track, beginning with
programs to upgrade track and remove speed
restrictions, would begin in 2010 and would be
completed over a 15-year period in 2025.

The program for track rehabilitation
would have to be coordinated closely
with the proposed program for attracting
concessionaires to operate rail services in
Zimbabwe. A key issue that may emerge
in negotiations with concessionaires is the
amount of track to be rehabilitated prior to the
grant of a concession agreement. The proposed
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10.4.7 Implementation of
the Action Plan
Table 10.12 sets out an indicative set of
timelines for implementation of the proposed
Railways Action Plan. The program proposes
an early start on expanded programs of staff
training to build the internal capacities required
for effective implementation of the proposed
Action Plan.
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program set out in Table 10.8 calls for the
Government to complete the rehabilitation of
about 400 km of track during 2011-15. There
may be important implications for the amount
and timing of rehabilitation of the additional
track to be used by the concessionaires. The
possible options for these arrangements are
discussed in the section below on risks and
uncertainties.

10.5

CAPITAL EXPENDITURE
AND MAINTENANCE
PROGRAMS

10.5.1 Capital Expenditure Programs
The proposed development expenditure
program for the railway network amounts
to about $1.6 billion for 2011-20 (at 2009

As noted earlier, a high priority is attached
to track repairs that remove the current speed
restrictions and on a start on repairing and
replacing locomotives and wagons. In its
recent assessment of high priority capital
expenditures for the 2010 national budget, the
World Bank (2009) identiﬁed some $40 million
for repair and replacement of rolling stock and
track infrastructure. The priority interventions
for 2010 in Figure 10.8 are consistent with
those proposed by the World Bank.
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constant prices). It includes about $740
million for rehabilitation and replacement of
track, signaling, and communications facilities
and upgrade of the electriﬁcation network,
$490 million for replacement of locomotives,
about $355 million for wagons and passenger
cars, and $9 million for capacity building,
technical studies, and support for policy and
institutional reforms in the railways sector. A
notional amount of $30 million is included
for renovation of buildings, rail stations, and
other facilities (Figure 10.8). Implementation
of this program would improve availability
of locomotives and wagons that, along with
improved utilization of rolling stock, would
provide the railway with the capacity required
to meet the projected demand for freight and
passenger services.

10.5.2 Maintenance Programs
As Table 10.13 indicates, the cost of the railway
infrastructure and related assets was put at
about $1billion at end 2009. Total spending on
routine maintenance by NRZ was about $5.5
million, equivalent to about 0.5 percent of the
capital stock. The NRZ is proposing a major
step-up in spending on routine maintenance
in 2010 to about $40 million, equal to about
3 percent of the capital stock. The proposed
Action Plan calls for a steady increase in
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maintenance outlays in the decade ahead. For
the medium and longer term, a reasonable
target for routine maintenance may be in the
range of 4 percent of the capital stock. Full
implementation of the rehabilitation program
in the decade ahead would mean that the total
assets of the railway network would be about
$2.66 billion by 2020 (at 2009 constant prices).

Successful implementation of the rehabilitation
program would imply that outlays on routine
maintenance would exceed $100 million a year
by 2020. A total of about $750 million (at 2009
constant prices) would be required for routine
maintenance of the rehabilitated rail network
in the decade ahead.

The working assumption for this Report is that
NRZ would be responsible for all outlays on
routine maintenance during 2010-12. From
2013 onwards, RICZ would be responsible
for maintenance of the railway infrastructure,
while the ZRSC and other concessionaires
would be responsible for maintenance of
rolling stock and related facilities. As noted
earlier, concession fees would be paid to the
RICZ for the upkeep of the network.

and studies. There are four potential sources of
funding for the railways program: the National
Government; National Railways of Zimbabwe
and its successor entities, the Railway
Infrastructure Company of Zimbabwe, and
the Zimbabwe Railway Services Company;
private concessionaires and commercial banks;
and the international donor community. Table
10.14 sets out an illustrative ﬁnancing strategy
for the proposed $1.63 billion program. There
is of course, a range of possible outcomes
with respect to the amounts of funding that
may be available from each of these sources.
The working assumption that underpins the
scenario set out below is that one or more
concessions would be granted by 2013, and
that the Government of Zimbabwe would have
entered into arrangements with the international
ﬁnancial community regarding clearance of
its arrears, thereby opening the way for donor
support for the railway rehabilitation program.
Funding arrangements for rehabilitation
of rail infrastructure. The total cost of the
rehabilitation program for 2011-20 is about

10.6

FINANCING
ARRANGEMENTS
FOR RAILWAYS

10.6.1 Funding for the Development
Expenditure Programs
Implementation of the proposed railways
program calls for the mobilization of about
$1.63 billion of funding for track rehabilitation
and repair and replacement of rolling stock
and other equipment and facilities in the
decade ahead, as well as for capacity building
Restructuring and Recovery in Railway Services
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$740 million at 2009 constant prices. As Table
10.14 indicates, the funding requirement of
$100 million for 2011-12 would have to come
from NRZ. The proposed program includes
$100 million of donor funding, equivalent to
13.5 percent of the cost of the program the
rehabilitation of the railway infrastructure
managed by RICZ. The balance of the funding
would have to come from RICZ. The timing
of access to such donor support is uncertain

at this time, because it will be affected by
the pace at which the Government enters into
agreements with the international ﬁnancial
community with respect to an arrears clearance
process. The working assumption used in this
Report is that such a process would be in place
by end 2011 and that the Government would
then begin to access donor funding for railway
rehabilitation in 2012.

Table 10.15 sets out a projected income
statement for RICZ for 2013-20 based on a
concession fee of 13 percent of total revenues
of the concessionaires. Receipts are sufﬁcient
to generate a modest surplus on the EBITDA
account, thus providing some funding for the
capital expenditure program. It is assumed
that RICZ will begin operations in 2013 with
a clean balance sheet that has physical assets
of some $825 million as of end 2012 and no
liabilities. (As the consideration in Chapter 5
indicates, it is assumed that the liabilities of
NRZ would have been transferred to a special
purpose vehicle managed by the National
Government.) With a modest positive cash
ﬂow and substantial ﬁxed assets, the RICZ will
very likely be able to take on some commercial
debt to ﬁnance part of the rehabilitation
program. If $100 million of donor funding can

be mobilized as proposed, consideration could
be given to a package that included access to
commercial markets and the donor funding.
Depending on terms and conditions, RICZ
may be able to mobilize $100-150 million of
commercial loans at start-up to accelerate the
rehabilitation of the rail infrastructure. This
would leave an unﬁnanced balance of about
$400 million, which may have to be met from
allocations from the National Budget of $50
million a year during 2013-20.
Funding for the railway concessions.
During 2011-12, the NRZ would continue to be
responsible for the rehabilitation and upgrade
of the ﬂeet. The Action Plan calls for outlays
by NRZ of $135 million for this purpose. From
2013 onwards, the concessionaires would be
responsible for funding a proposed outlay of
some $740 million. Table 10.14 provides an
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indicative ﬁnancing plan along the following
lines:
• At end 2012, the capital cost of assets
transferred from NRZ to ZRSC would be
about $470 million. The value of these
assets may be written down to approximate
the cost of new purchases of $135 million
by NRZ during 2010-12. Equity investment
by private investors would amount to $10
million at start-up, bringing the total value
of equity to $145 million;

• Commercial debt of $155 million would be
mobilized to fund the purchase of additional
locomotives and rolling stock in 2013;

10.6.2 Funding for Routine
Maintenance

also be responsible for maintenance of their
ﬂeets and related assets.

As Annex Table 6.3 indicates, spending on
routine maintenance for the railways network
would rise steadily from $5.5 million in 2009,
equivalent to about 0.5 percent of the asset
value of the network, to about $106 million
in 2020 (at 2009 constant prices). At that time
maintenance outlays would be about 4 percent
of the value of the network assets.
As Table 10.15 indicates, maintenance
outlays on the track infrastructure would be
ﬁnanced from the fees paid by concessionaires
from 2013 onwards. Concessionaires would

10.7
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• At end 2013, the concessions would hold
$300 million of assets, with a debt ratio of a
little over 50 percent;
• By 2020, total equity would be about $200
million, with long-term liabilities of about
$680 million, equivalent to a little under 80
percent of total ﬁxed assets.

MANAGING RISK AND
UNCERTAINTY IN THE
RAILWAYS SECTOR

A number of major uncertainties are associated
with the proposed program for rehabilitation
and restructuring of the railways sector, and
implementation of the Action Plan must
contend with a number of risks. As with the road
transport program, the risks and uncertainties
of greatest interest at this stage relate to the
design, funding, and implementation of the
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proposed program. Of particular importance
are the arrangements for restructuring the
railways sector, the prospects for growth in
demand for rail and passenger trafﬁc, the
design of concession arrangements and their

attractiveness to potential investors, and
mobilization of the large amounts of public
funding that will be required for rehabilitation
of the infrastructure.

10.7.1 Restructuring the
Railways Sector

of attempts at restructuring the railways
sector since the mid-1990s. At the time, there
was opposition from a number of quarters,
including political interests and labor unions,
and as a result none of these attempts was
successful. In the light of these past endeavors,
the Government will ﬁrst need to develop fully
the details of the proposed program and then,
through consultations with the various interest
groups, build a consensus for moving forward.
In developing the details for the program,
attention will have to be given to particular
concerns among these interest groups,
including, for example, the extent of staff
redundancies in the restructuring process and
the manner in which these would be handled.
The second important point about the
proposed restructuring program concerns its
timing. Slow progress on institutional reform

The proposed major restructuring of the
railways sector during 2011-13 involves
splitting the NRZ into two separate entities:
the Railways Infrastructure Company of
Zimbabwe (RICZ) and the Zimbabwe Railway
Services Company (ZRSC). Moreover, as
noted in Chapter 4, a regulatory authority
for the entire transport sector is proposed to
oversee the provision of transport services,
including those provided by the RICZ and
concessionaires such as the ZRSC.
The Government has stated clearly in its
Medium-Term Plan (MTP) that it intends
to restructure the industry along these lines.
However, as the discussion elsewhere in this
chapter indicates, there have been a number
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will inevitably translate into slow progress in
mobilizing private concessions for provision
of railway services. A credible action program
must be prepared for mobilization of the
$740 million of private capital required for
a successful transition to a concession-based
railway service. Until there is clear evidence
of progress in implementing a program of
institutional reform and restructuring in the
sector in which the roles and responsibilities
of the new entities are clearly deﬁned, the
business community and potential private
investors will very likely defer decisions about
possible partnership arrangements with these
new entities.

10.7.2 Growth in Demand
for Rail Services
The proposed program calls for the development
of a capacity to carry 18 million tons of freight
a year by 2020. It is clear that current demand
for railway freight services exceeds the
capacity of NRZ to meet this demand. Some
informal estimates put the total demand for rail
freight services at 8-9 million tons a year at the
present time. The NRZ is aiming for a recovery
in freight trafﬁc to 6 million tons in 2010,
compared with the 2.7 million tons carried
in 2009. The current unmet demand can only
be satisﬁed if there is substantial investment
in rehabilitation of the railway infrastructure
and replacement and upgrade of locomotives
and rolling stock in the near term. If, over the
medium term, the economy grows by about 5
percent a year in real terms, growth in demand
for transport services will grow by 6-7 percent
a year in real terms. This suggests demand in
the range of at least 15 million tons within 10
years. The position taken in this Report is that
in a recovering economy, demand for railways
services will continue to outstrip service
capacity unless and until there is substantial
investment in rebuilding this capacity. Slow
progress on rail services will add signiﬁcantly
to challenges associated with rehabilitating
the primary roads network of the country,

Restructuring and Recovery in Railway Services

and will undermine efforts to reduce transport
costs and promote domestic and international
competitiveness.

10.7.3 Design of Concession
Arrangements
Experience with concessions elsewhere in
Africa and the analysis of options for the design
of the Zimbabwe concession agreements in
this chapter (see Table 10.11) all point to the
importance of ensuring an appropriate balance
between the roles and responsibilities of
government and concessionaires. Elsewhere
in Africa, problems have arisen over such
matters as the level of concession fees,
the duration of concessions, compensation
by government for unproﬁtable passenger
services, arrangements for redundant staff, and
unduly heavy dependence on debt ﬁnancing
by concessionaires and the attendant risks of
liquidity problems. The analysis done for this
Report suggests that these issues may arise in
the case of Zimbabwe as well.
In the event that the Government
maintains its current policy of setting low
tariffs for passenger trafﬁc and not providing
compensation for the resulting losses, it is clear
that private concessions will have no interest in
this portion of the rail services. The implication
is that it would be very difﬁcult for the newly
constituted ZRSC to create a partnership with
a potential private equity investor. Lack of
access to private capital on the part of ZRSC
will undermine its ability to expand rail
services in competition with other potential
concessionaires who would concentrate on
the more proﬁtable business of freight trafﬁc,
leaving the loss-making passenger services to
ZRSC. The position taken in this Report is that
to ensure a successful role for the ZRSC as
a provider of passenger and freight services,
passenger tariffs should be gradually adjusted
to at least cover the operating costs of service
provision. In these circumstances there is
the possibility of attractive rates of return on
private equity investment in the ZRSC.
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The other major concern that emerges
from the analysis is the importance of the
level of debt taken on by the concessionaires.
It would appear from the analysis earlier in
this Chapter that relatively high ratios of
debt to equity will be needed to generate
sufﬁciently attractive investment returns for
equity investors; but the concessions are then
exposed to the risk of liquidity problems if
revenue growth is impaired for any length of
time. A key issue here then is the extent to
which the government may be able to on-lend
funds to concessionaires at below-market
rates and in that way boost returns on private
equity while avoiding excessively high debt
ratios. Several African governments have
been able to mobilize donor funding for such
arrangements.
Another key issue for the move towards
concession-based provision of freight and
passenger services relates to competition
policy in the provision of these services.
The position taken in this Report is that the
entire rail network (except for the 385 km
currently under a 30-year concession with
exclusive access rights) should be open
to concessionaires who can then compete
for freight trafﬁc and high-end passenger
trafﬁc. (Private entry into the provision of
commuter services will depend very much on
government policy regarding tariffs.) In these
circumstances, users of freight services will
beneﬁt from competitively based freight rates,
perhaps in the range of 4 to 5 US cents per
ton km. Opposition to this open competition
approach could perhaps result in series of
monopolistic arrangements in which one
or more concessionaires each get exclusive
rights for service provision on speciﬁc
sections of the network. The obvious risk here
is that freight rates would be higher than they
would be under a competitive arrangement
for concessions. In the case of the BeitbridgeBulawayo monopoly arrangement, for
example, freight rates are reported to be as
much as US 9 cents a ton km.
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10.7.4 Public Funding for the
Railways Sector
As noted earlier, the proposed program for
the sector calls for a total of $1.63 billion
of development expenditures in the decade
ahead. Even if there is strong interest among
concessionaires and good prospects for raising
the proposed $740 million of private equity
and commercial loan funding, the remaining
challenge will be to mobilize the almost $900
million of public funding required for the
program. The immediate concern is that NRZ
will require about $235 million over the next
three years to address the most urgent problems
related to the rail infrastructure (for, example,
removal of speed restrictions on some 16
percent of the track), and expand locomotive
and rolling stock capacities. If the actions
already underway do translate into increased
freight income in the near term, some of the
funding required could come from retained
earnings of NRZ, but much depends on the
government’s policy regarding passenger
tariffs. With no adjustments in these fares,
much of the proﬁt from freight services will
continue to be eaten up by losses on passenger
services and will not be available for urgently
needed rehabilitation.
Assuming that the RICZ comes into
being in 2013 as proposed in this Report, it
will have to mobilize about $640 million of
funding for continued rehabilitation of the rail
infrastructure. With concession fees set at 13
percent, there is sufﬁcient revenue to cover
the operating costs of the agency, including
maintenance costs for the network, but there
would be only very modest surpluses available
for capital investment. The RICZ may be able
to raise $100 million or so in commercial debt
markets on the basis of its balance sheet, but
it will still face the problem of mobilizing the
remaining $500 million or more from other
sources. The ﬁnancing plan proposed in this
Report includes about $100 million of donor
support for the RICZ. At this stage it is not
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clear whether such funding would be available
from donors, given the status of arrangements
for arrears clearance by Zimbabwe, and
competing demands from other sectors for
donor support. The implication could be that
the RICZ will need support from the National
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Budget in the range of $400-500 million
during 2013-20, if the network is to be fully
rehabilitated. Failure to move forward with the
infrastructure rehabilitation work would add
to the uncertainty associated with efforts to
mobilize private investment for concessions. 
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CHAPTER 11:

Civil Aviation Industry
11.1

AIR TRANSPORT
IN AFRICA

The poor state of land transport infrastructure
and freight and passenger services in much
of Africa appears to offer a promising
opportunity for the further development of air
transport services throughout the continent. At
this stage, the key policy issues for Zimbabwe
are the ways it can beneﬁt from the ongoing
liberalization of civil aviation within the
continent called for in the Yamoussoukro
Decision of 1999 and the actions it needs to
take in the decade ahead to ensure that the
beneﬁts of liberalization are realized.

11.1.1 The Yamoussoukro Decision
Over the past three decades, much of the
world has moved from a strictly regulated air
transport industry to a more liberalized one.
Civil aviation in Africa has also embarked on a
process of deregulation.1 In October, 1988, the
ministers in charge of civil aviation in African
states met in Yamoussoukro, Côte d’Ivoire, and
expounded a new African Air Transport Policy,
later called the Yamoussoukro Declaration.
The United Nations Economic Commission
for Africa initiated a further conference in
Yamoussoukro, which resulted in the historic
agreement on pan-African liberalization of air
services, the so-called 1999 Yamoussoukro
Decision. Zimbabwe is a signatory to this
agreement and is therefore committed to the
liberalization of the international civil aviation
regime in Africa.

1
2

3

The main objective of the decision was
the gradual liberalization of scheduled and
non-scheduled intra-African air services,
abolishing limits on the capacity and
frequency of international air services within
Africa, liberalizing fares and universally
granting trafﬁc rights up to the ”ﬁfth freedom
of the air.”2 Signatory states were obliged to
ensure the fair opportunity to compete on a
nondiscriminatory basis. A monitoring body
was to supervise and implement the decision,
and an African air transport executing agency
was to ensure fair competition. Even though
the decision was a pan-African agreement
to which most African states are bound, the
parties decided that it should be implemented
by separate regional economic organizations.
The monitoring body has met only a few
times. Competition rules and arbitration
procedures are still pending. A recent World
Bank report has observed that although an
executing agency was ﬁnally created in 2007
by assigning the responsibilities and duties
to the African Civil Aviation Commission,
a specialized institution of the African
Union, the commission has yet to prove its
effectiveness.3

11.1.2 Trends in the African Air
Transport Market
The number of carriers within Africa increased
steadily in the past decade and by 2007 stood
at about 160, compared with about 100 in
1997 (Schlumberger 2010). Moreover, the
structure of the industry has evolved with

For a detailed review of the status of civil aviation liberalization in Africa, see Charles E. Schlumberger (2010),
Open Skies for Africa: Implementing the Yamoussoukro Decision. World Bank, Washington DC, 2010.
The regulation of international air transport is guided by the so-called eight “freedoms of the air.” The ﬁrst and
second are technical freedoms to over-ﬂy a foreign country or to land for refueling. The third and fourth are
commercial freedoms to carry passengers from a carrier’s home country to another or vice versa. The ﬁfth, sixth
and seventh freedoms concern the rights to carry passengers between two foreign countries, either as an extension
of a ﬂight from the home country (ﬁfth), through a stop in the home country (sixth), or without ongoing service
to the home base (seventh). The eighth freedom, pure cabotage, is the right to carry trafﬁc between two points in
a foreign country.
World Bank (2010), Africa’s Infrastructure: A Time for Transformation. African Development Forum Series,
World Bank, Washington DC, 2010.
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South Africa and Kenya gaining market
shares in their respective regions. One of the
important consequences of the liberalization
program over the past decade has been the
strengthening of a small number of African
carriers, such as Ethiopian Airlines and
Kenya Airways, relative to other carriers in
Africa. These airlines were helped by their
geographic location, ﬁnancial, commercial,
and managerial strength, and access to
intercontinental markets (Schlumberger 2010).
As Figure 11.1 indicates, available seats of
Air Zimbabwe total less than 1 percent of the
comparable capacity of the airlines of Africa,
and this capacity is small in relation to that of
major countries such as South Africa, Nigeria,
Kenya, and Egypt.
All segments of the air transport market
in Sub-Saharan Africa have been growing
steadily since 1997, with a notable acceleration
in growth since 2004 that includes domestic,
international, and intercontinental trafﬁc
(Boﬁnger, 2009). The growth in trafﬁc has
been accompanied by increased concentration,
with fewer routes being served. According to
the World Bank (2010), lack of competition
has kept costs high. The combined effect of
airline failures and regulatory restrictions on
competition has been to increase concentration
in the market as a whole, and on individual
routes. The big three airlines (Ethiopian
Airlines, Kenya Airways, and South African
Airways) account for almost 60 percent of
capacity serving the international market.
Structural changes in the airline business
have been accompanied by changes in the roles
of airports in Africa. Addis Ababa, Nairobi,
and Johannesburg now act as gateways to the
continent for international trafﬁc and as hubs
for its distribution. About 40 medium-size
airports, including several in Zimbabwe, are
connected to these hubs and primarily serve
international and domestic trafﬁc. Africa also
has more than 200 small, and often nonviable,
airports that act as the distribution points for

Civil Aviation Industry

low volumes of domestic air trafﬁc. A number
of Zimbabwe airports are in this category.
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11.2

OVERVIEW OF CIVIL
AVIATION IN ZIMBABWE

11.2.1 Institutional Arrangements
for Civil Aviation
In 1999, the Government of Zimbabwe
established the Civil Aviation Authority of
Zimbabwe (CAAZ) through the Civil Aviation
Act of 1998. The CAAZ is the main provider of
civil aviation services, serving as the regulator
of the industry, managing the civil aviation
infrastructure, including the main airports, and
providing airspace management services. The
goals and functions of CAAZ are detailed in
the Civil Aviation Act and include:
• Regulatory and Advisory Services
Regulates the operations of all
Zimbabwean registered aircraft
Regulates the aviation industry
Licenses aircraft maintenance and ﬂight
personnel
Advises the Government of Zimbabwe
on all matters related to civil aviation.
Ensure and enforce the maintenance of
safety standards in relation to personnel,
aerodromes, and aircraft
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• Air Services Development
Regulates and promotes the development
of air transport
Negotiates air services agreements
• Airport Management and Development
Plans and develops airport infrastructure
ahead of demand
Enforces high performance standards
for efﬁciency in airport operations
Provides high quality aviation services
Promotes and facilitates the development
of air cargo
Provides the highest standard possible
of airport emergency services
• Air Trafﬁc and Air Navigation Services
Provides air trafﬁc control services to
ensure a safe, orderly, and expeditious
ﬂow of aircraft movements within the
Zimbabwe Flight Information Region
(ZFIR)
Provides air space management
Provides air navigation equipment
Provides Search and Rescue (SAR)
service to aircraft in distress within the
Zimbabwe airspace (ZFIR).
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The Civil Aviation Authority has a Board of
Directors that is appointed by the Minister of
Transport, Communications, and Infrastructural
Development. The Board, in turn, appoints the
Chief Executive Ofﬁcer. CAAZ’s organization
structure comprises seven units: Air Navigation
and Technical Services, Airport Development
and Operations, Flight Safety and Standards,
Air Transport Development, Finance, Human
Resources and Administration, Corporate
Services, and Customer Services and Public
Relations.

11.2.2 Existing Aviation Infrastructure
There are over 200 airports and aerodromes
spread across the country. The CAAZ owns
and manages eleven airports in Zimbabwe
(Table 11.1). The original design capacity of
the various terminals was sufﬁcient for up to
3.8 million passengers a year. Harare is the
main hub, but its operations and that of the
other major airports have been affected by
the poor performance of the economy. Civil
aviation infrastructure in Zimbabwe is in need
of rehabilitation and regular maintenance.
A particular concern is air trafﬁc control
and safety, as equipment is old and in need
of replacement. Closely related to trafﬁc
surveillance is the capability for aircraft
communication to and from the ground. The
entire airspace of Zimbabwe has not been
Civil Aviation Industry

covered by existing facilities, and what does
exist is deﬁcient. The airspace surveillance
equipment is not well maintained, and while
repairs have been carried out at Harare, work
on the system at Joshua Nkomo International
Airport
(Bulawayo)
is
incomplete.
Shortcomings in surveillance also raise
concerns about search and rescue operations.
Weather installations are inadequate, and
broadband infrastructure is not available at
most airports. An ongoing program of CAAZ
is making progress in addressing deﬁciencies
in the ground to air communication system,
but much remains to be done in this area.

11.2.3 Air Transport Industry
As a result of the economic problems of the
past decade and sharp decline in tourism
activity in Zimbabwe, international and
domestic aircraft movements have declined
sharply. The former declined from about
31,000 in 1999 to about 16,000 in 2009
(Figure 11.2). The decline in domestic
movements was even greater, owing to the
decline in domestic travel by tourists and
the adverse effect of the domestic economic
difﬁculties.
The large contraction in demand for
air services to and from Zimbabwe has
contributed to a sharp reduction in the number
of international airlines that service the
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Zimbabwe market. During 1997-2007 more
than twenty scheduled airlines discontinued
services in Zimbabwe, including major carriers
such as Air France (1997), KLM (1998),
Lufthansa (2000), Swiss Air (2000), and
British Airways (2007). At present, 12 airlines
operate services to and from Zimbabwe. These
include Air Zimbabwe, which is the primary
domestic carrier owned by the Government,
Kenya Airways, Air Malawi, Botswana
Airline, South African Airways, South African
Airlink, Comair (which is a franchise partner
with British Airways), Air Namibia, Fly
Kumba, Zambezi Airline, Ethiopian Airlines,
and Angola Airlines.

Air Zimbabwe Holdings is a group of
companies made up of ﬁve business units,
Air Zimbabwe Passenger Co, Air Zimbabwe
Cargo, Air Zimbabwe Technical, National
Handling Services, and Galileo Zimbabwe.
Air Zimbabwe Passenger is the ﬂagship of
the holding company. The airline provides
services for domestic, regional, and
international destinations.4 Its ﬂeet is small by
international standards, with two B767-200
ERs, three B737-200 ADVs, and three MA60
airplanes. The average age of the Boeing ﬂeet
is 22 years. Service delivery by the airline is
acutely affected by regular down time of the
4

aging Boeing ﬂeet which requires frequent
maintenance.

The Air Zimbabwe passenger, cargo and
technical units incur operating losses, while the
other two units are self sustaining. As Figure
11.3 indicates, the airline had an operating loss
of $5 million in 2009. With operating losses
for most of the past decade, the airline incurred
substantial debt obligations. At end 2009, total
liabilities stood at $58 million, more than 90
percent of which were accounts payable.
A large drop in passenger trafﬁc is the
main reason for the decline in the ﬁnancial
fortunes of the company. From a record
700,000 passengers in 1996, the number of
Air Zimbabwe passengers declined to about
300,000 in 2009. It carried about 35 percent
of the 846,000 international and domestic
passengers in 2009. The Airline’s current
forecast is for 210,000 passengers in 2010
owing, in part, to stiff competition from the
three main African airlines, Kenyan Airways,
South African Airways, and Ethiopian Airlines.
Air Zimbabwe now faces the following
challenges:.
• An aging ﬂeet which is very uneconomical
in terms of fuel consumption and often
breaks down. Service delivery by the airline
is affected by regular down time of its ﬂeet,
which requires frequent maintenance and
affects reliability of the service.

These include Harare, Bulawayo, Victoria Falls, Johannesburg, Lusaka, Lubumbashi, London, Singapore, Kuala
Lumpur, and Beijing.
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Map 11.1. Main Airports in Zimbabwe

• Poor load factors that are well below 75
percent on most domestic and international
routes, further eroding the ﬁnancial position
of the company. In the ﬁrst four months of
2010, the airline had an operating loss of
Civil Aviation Industry

about $2.4 million a month. On some routes,
Harare/London for example, the economic
sanctions applied by the United Kingdom
and European Union appear to have had a
signiﬁcant impact on passenger trafﬁc.
Zimbabwe Report 285

• Under-capitalization and a debt overhang.
The airline owed CAAZ and other suppliers
almost $62 million at end May, 2010. It was
suspended from the IATA clearing house
in March 2009 owing to its failure to pay
$3.4 million for tickets and other services
supplied by companies that participate in
the IATA clearing house. Many suppliers
have put the airline on a cash basis, or have
suspended services. Some have taken court
action.
• An erratic supply of jet fuel.
• A pricing policy that has led to operation of
unproﬁtable routes.

11.2.4 Transport Costs and Prices
Air travel within Africa generally is
considerably more expensive per mile ﬂown
than intercontinental travel, especially on
routes of fewer than 4,000 km.5 This differential
arises because intercontinental routes serve
larger markets than international or domestic
ones and thus have more competition among
carriers. In some countries, domestic fares
are kept artiﬁcially low by subsidized or ﬁxed
pricing on some routes.

5
6

11.3

GROWTH IN PASSENGER
AND FREIGHT TRAFFIC

11.3.1 Decline in Passenger Trafﬁc
and Freight in the Past Decade
The sharp decline in aircraft movements in
the past decade has been associated with an
equally sharp decline in passenger travel. At
its peak in 1997, total passenger trafﬁc was
2.6 million people. As Table 11.2 indicates, by
2009 passenger movements had declined to
about 846,000. The decline in domestic travel
has been especially large. These large declines
reﬂect the major contraction in international
and domestic tourism activities in Zimbabwe
in the past decade and economic decline within
Zimbabwe that has had a signiﬁcant impact on
business and tourism travel. Zimbabwe’s loss
of its share in the international travel market
in the past decade has been substantial. Had
international travel through Zimbabwe airports
in the past decade increased in line with the
rest of Sub-Saharan Africa, total international
trafﬁc by 2009 would have been in the range
of 1.8 million passengers, compared with the
actual number of about 700,000 in 2009.6

See Boﬁnger (2009).
According to Boﬁnger (2009), international trafﬁc in Sub-Saharan Africa grew at about 3.35 percent a year during
2001-07, and at 6.5 percent a year from 2004 through 2007.
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11.3.2 Projected Growth in Demand
for Aviation Services
Projected growth in trafﬁc. CAAZ has
prepared projections for the growth in
passenger and freight trafﬁc for the decade
ahead (Table 11.3). At the time the projections
were prepared, a recovery in passenger trafﬁc
was expected during 2010 in connection with

The role of international tourism. Tourism
arrivals from Europe, the Americas, and Asia
are expected to play a central role in the recovery
of the civil aviation sector in Zimbabwe in the
decade ahead. The Southern African region is
seen as very appealing because of its excellent
and diverse eco-tourism products, mainly the
game parks, historical and heritage sites, and
the world’s seventh wonder, the Victoria Falls.
Tour operators, tourism products developers,
and the World Tourism Organization have
predicted that pollution and lack of naturebased products in developed countries will
see many people coming to Africa on “back
to nature” holiday packages. Long haul ﬂights
into Southern Africaare projected to increase
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the 2010 Soccer World Cup. In the ensuing ﬁve
years, a further gradual recovery in passenger
trafﬁc is foreseen, followed by an extended
period of sustained strong growth. By 2020,
total passenger trafﬁc is projected to be about
2.3 million, which would approach the 1997
peak level of travel. The average annual growth
rate for 2011-20 is about 9 percent.

for both tourism and speciﬁc events like the
2010 Soccer World Cup hosted in South
Africa. The region has already taken concrete
measures to utilize fully the “back to nature”
campaign by creating peace-parks, the biggest
one being the Great Limpopo Trans-Frontier
Park.
However, Zimbabwe faces major challenges
in taking full advantage of the natural and
cultural heritages that the country has to offer.
Annex 7 includes a brief assessment of trends
in tourism trafﬁc to Zimbabwe and the 2009
assessment of the domestic environment for
tourism and travel recently reported by the
World Economic Forum.
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11.4

ACTION PLAN FOR
CIVIL AVIATION

11.4.1 Strategy for the Decade Ahead
and Related Policy Challenges
The Civil Aviation Authority is emerging from
a long period of declining business volumes
that stemmed from the decline in passenger
and aircraft movements. In the short term,
the strategy is aimed at steering the business
out of the current economic challenges that
the country is facing. For the longer term, it
is pursuing a strategy underpinned by market
growth, new product development and limited
diversiﬁcation, and introduction of airport
concessions.
Apart from these bilateral initiatives,
the extent of liberalization of air transport
in the SADC region will likely have major
implications for Zimbabwe. Air transport has
become indispensable for the development of
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the tourism industry. According to the World
Travel and Tourism Council (2007), more
than 50 percent of tourism spending comes
from visitors traveling by air. If Zimbabwe is
to rebuild its tourism industry in competition
with other African states, sustained
improvements in air safety and security and in
airside and landside facilities are essential. For
the SADC region as a whole, Schlumberger
(2010) cites a 2006 study by Myburgh and
others that indicates that liberalizing air
services within the SADC region would
result in a substantial increase in employment
and economic activity throughout the region
The study estimated that more than 500,000
additional foreign tourists would arrive by
air and would spend more than $500 million.
Improved aviation services will be central
to efforts by Zimbabwe to build exports of a
large range of perishable products and high
value manufactures that depend on efﬁcient,
on-time delivery.

Civil Aviation Industry

The marketing and growth strategy of
CAAZ for the decade ahead will require
substantial additional resources to build a
sustainable competitive advantage through
the provision of world-class facilities and
customer service. The funding requirements
for the proposed program are discussed later
in this section. The Authority recognizes that
Zimbabwe civil aviation operates in a global
industry, hence the airport and air navigation
systems have to be of international standard.
A seven-pronged approach is proposed for
the Civil Aviation Action Plan for the decade
ahead:
• Complete the substantial rehabilitation and
upgrade of aviation infrastructure at the
airports controlled by CAAZ.
• Improve airspace management and airport
operations, especially with regard to safety
and security.
• Liberalize the air transport market and
decide what to do with the national ﬂag
carrier, Air Zimbabwe.
• Implement institutional reforms that would
separate the regulatory functions of CAAZ
from its commercial interest in airport
operations.
• Develop and maintain the requisite skills
for the civil aviation industry.
• Launch a privatization program to attract
much needed private sector funding for
rehabilitation and upgrade of airport
facilities to accommodate the projected
growth in passenger and freight movements.
A key objective of the proposed Action Plan
is to meet the minimum requirements of
7

International Civil Aviation Organization
(ICAO) by 2013 and have Zimbabwe reclassiﬁed
by the Federal Aviation Administration (FAA)
and the European Aviation Safety Agency
(EASA) from the current Category 2 rating to
Category 1.7

11.4.2 Rehabilitation of Civil
Aviation Infrastructure
and New Facilities
Earlier this decade, the Authority launched
a substantial program of rehabilitation of
the civil aviation facilities in Zimbabwe,
funded in large part from its operating
surplus. Implementation of the program was
compromised by the subsequent major decline
in international and domestic trafﬁc and the
erosion of the ﬁnancial position of CAAZ.
Rehabilitation work has continued, albeit at
a much slower pace. The proposed program
for upgrading, modernizing, and rehabilitating
the airport terminal buildings, runways,
and taxiways is estimated to be about $260
million at 2009 constant prices (Table 11.4).
The rehabilitation and upgrade of the Victoria
Falls and Buffalo Range International Airports
account for $226 million of these expenditures.
As the analysis below indicates, the intention
is to develop and manage these two airports
under public-private partnerships.
Implementation of this program during
2011-15 would create capacity ahead of demand
and would improve substantially Zimbabwe’s
competitiveness in the Sub-Saharan tourism
market. In the longer term however, as trafﬁc
builds up, there will be a need for further
enhancement of airport infrastructure capacity
at various locations in the country.

A Category 2 rating means that the country’s civil aviation authority (CAA) does not provide safety oversight of
its air carrier operators in accordance with the minimum safety oversight standards established by the ICAO. This
rating is applied if one or more of the following deﬁciencies are identiﬁed: (i) the country lacks laws or regulations
necessary to support the certiﬁcation and oversight of air carriers in accordance with minimum international
standards; (ii) the CAA lacks the technical expertise, resources, and organization to license or oversee air
carrier operations;; (iii) the CAA does not provide adequate inspector guidance to ensure enforcement of, and
compliance with, minimum international standards; and (iv) the CAA has insufﬁcient documentation and records
of certiﬁcation and inadequate continuing oversight and surveillance of air carrier operations.
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An ongoing concern of CAAZ relates to
power supply at all of its airports. The electricity
supply from the national grid is unreliable and
the airports are often run on locally generated
power. This is both expensive and subject
to other external factors such as mechanical
failures and fuel supply. An early return to
reliable supply of electricity from the national
grid will improve services at airports and reduce
the operating costs of CAAZ, thereby freeing
funding for the rehabilitation program.
Harare International Airport. Modernization
work on the terminal building was completed
in 2001. Subsequently, it has been well
maintained. The design capacity of the
terminal was for 2.5 million passengers a year,
but at current levels of trafﬁc it is operating
well below this capacity. The proposed
rehabilitation and improvement program for
the airport includes the following:
• The rehabilitation of the existing runway
and taxiways serving Harare International
Airport is a high priority. This will safeguard
the weakening structural integrity of the
pavement, prevent further damage and preempt an aviation catastrophe. The 4,725
meter runway was constructed in the 1950s. It
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has received varying degrees of maintenance
and rehabilitation over the years and major
rehabilitation work commenced in 2002.
The project involved the reconstruction and
strengthening of the runway and taxiways
that were past their design life. Owing
to the economic environment in the past
decade, available funds for the work were
insufﬁcient. The rehabilitation contract was
therefore suspended, with only 2,100 meters
of the runway having been completed (1,000
meter at each end). The contract included
the taxiways, which were only partially
completed, necessitating the use of the
runway as a taxiway. About 2,600 meters
in the middle remains to be completed,
along with the taxiway. The total cost of the
remaining work on the runway and taxiway
is estimated at about $24.4 million.
• Rehabilitation of the water and sewerage
facilities at Harare International Airport
is also proposed.The rehabilitation
program undertaken in 2002 excluded the
construction of water and sewerage systems
commensurate with the size and demands
of the modernized terminal capacity at
that time. Even though passenger trafﬁc
Civil Aviation Industry

declined sharply after 2002, CAAZ still had
to improvise by constructing soak pits to
cope with the demand. It is now necessary
to augment the water supply, improve the
efﬁciency of the sewer lines, and expand
the capacity of sewer ponds.
Airport Terminal in Bulawayo. CAAZ started
on modernization work at Joshua Nkomo
International Airport some years ago. The
program included the rehabilitation of the
runway and construction of a new terminal
building. The capacity of the existing terminal
is about 100,000 passengers a year. About 88
percent of the work had been completed before
the economic collapse of the past decade
affected the cash ﬂow of the Authority. The
proposed project entails the expansion of the
terminal building and the refurbishment of the
existing structure. The car park and landside
roads also have to be upgraded. The total cost
is estimated at $9.1 million. Completion of the
ﬁnal work at the Joshua Nkomo International
Airport could follow after the Harare
International Airport upgrade is completed.
Victoria Falls Airport. The current capacity
of the terminal is 500,000 passengers a year.
The proposed program for the Victoria Falls
airport includes some $90 million for airside
development and $35 million for the upgrade
of the terminal and other landside facilities:.
• Victoria Falls Airport has a 2,286 meter
runway, which is not sufﬁcient for widebodied transcontinental ﬂights into and
out of this airport. CAAZ therefore plans
to construct a new 4,000 meter runway
parallel to the current one, which would
then be converted into the taxiway. The land
earmarked for the runway has been cleared.
• Expansion work on the terminal building had
commenced earlier in this decade, but was
discontinued because of funding shortfalls.
The proposed project consists of upgrading
the terminal building to cater for the
anticipated growth in passenger movements.
8

The capacity of the terminal would then be
about one million passengers a year.
Buffalo Range Airport. Buffalo Range Airport,
located in the south east, close to the South
African and the Mozambican borders serves the
surrounding area and the Gonerezhou National
Park, which is part of the tourist system that
includes the Kruger National Park in South
Africa. The Buffalo Range Airport needs to
be upgraded to make it the main gateway into
the Great Limpopo Trans-Frontier Park. At the
present time, the terminal has capacity for about
200,000 passengers a year. CAAZ proposes to
carry out rehabilitation and expansion works
at the Buffalo Range Airport similar to those
at Victoria Falls Airport. The proposed work
includes rehabilitation and extension of the
existing runway and the extension of the terminal
building. The designs for both the terminal
building and the runway have been completed.

11.4.3 Air Space Management
and Improved Air Safety
Safety is widely seen as the most notable
problem of the African air transport industry.
Several articles of the Yamoussoukro Decision
address safety and security directly and
indirectly.8 Throughout Africa, the quality of
these services is uneven. South Africa and
Kenya have several radar installations and
are among the few countries in Africa that are
able to monitor trafﬁc actively and have good
oversight. However, as Map 11.2 suggests,
many parts of Africa are not in full compliance
with ICAO requirements for safety and security.
In the view of Schlumberger (2010), probably
the most signiﬁcant element of concern is the
prevalent poor safety and security record in
most African countries. High accident rates
and poor safety and security ratings throughout
Africa may seriously hinder full application of
the Yamoussoukro Decision. The decision does
not directly establish the condition that all party
states must comply fully with all ICAO standards

See, for example, Article 5.1 and Articles 6.9, 6.10, 6.11 and 6.12.
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and recommended practices (SARP) and that
accident rates must remain at acceptable levels.
The decision addresses safety and security by
setting down several conditions that, if not met,
mostly entail sanctions of a bilateral nature: for

example, a state entity may revoke, suspend, or
limit the operating authorization of a designated
airline of another state entity if the airline fails
to meet the criteria of eligibility, which include
maintenance standards set by ICAO.

Map 11.2. Quality of African Aviation Oversight
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In the particular case of Zimbabwe, air trafﬁc
control infrastructure, as in other parts of
Africa, is deﬁcient. Closely related to trafﬁc
surveillance is the capability for aircraft
communication to and from the ground. The
lack of adequate surveillance raises questions
about search and rescue operations. Weather
installations are also deﬁcit. In the past decade,
Zimbabwe made progress towards ICAO
compliance in the areas of safety and security.
Following the recommendations of an ICAO
Universal Aviation Security Audit in 2005,
the Authority prepared and implemented a
Corrective Action Plan. The follow-up audit
noted that Zimbabwe had made substantial
progress towards ICAO compliance. However,
Zimbabwe continues to be classiﬁed by
the Federal Aviation Administration (FAA)
and the European Aviation Safety Agency
(EASA) as a Category 2 country. A Category
2 rating means that a country does not comply
with ICAO aviation safety standards. A key
objective of the proposed Action Plan for Civil
Aviation is to meet these ICAO requirements
and thereby be reclassiﬁed by FAA and EASA
as a Category 1 country.9
CAAZ recognizes that the projected strong
recovery in passenger trafﬁc in the decade ahead
is closely linked to the adoption of measures
that ensure that air services in Zimbabwe meet
international standards for passenger safety
security. In recognition of these concerns, the
Authority has embarked on a modernization
program for air navigation system. Some new
communications and navigation equipment has
been installed, but more equipment is required
to enhance safety and efﬁciency of aircraft

operations in Zimbabwean airspace. The
Authority has therefore drawn up a domestic
program of some $36 million that, when fully
implemented, will contribute signiﬁcantly
to improved safety for airline travel and air
space management within Zimbabwe. The
main elements of the proposed program are set
out in Figure 11.4. Annex Table 7.8 provides
the details of the program for each airport.
The program includes improved lighting for
runways, surveillance radar located at the
Harare Airport, enhanced security systems,
and improved communications capacities.10 It
also includes $6.6 million for the rehabilitation
and upgrade of meteorological equipment and
related systems necessary for safe over-ﬂights
and take-off and landing at Zimbabwe airports.
Because of the interaction among national
aviation systems in Africa, issues related to air
safety also need to be addressed regionally. In
recognition of the regional nature of air safety
and in response to the various deﬁciencies that
have been exposed during ICAO Safety Audits,
the Cooperative Development of Operational
Safety and Continuing Airworthiness
Program (COSCAP) has initiated programs
for the SADC and Economic and Monetary
Community of Central Africa. The objectives
of these programs include measures that
address deﬁciencies in oversight of safety
in civil aviation, development of regional
capacities in personnel licensing, airworthiness
certiﬁcation, surveillance, and harmonization
of regulations, and training of personnel in
personnel licensing, airworthiness certiﬁcation,
and surveillance.

9 Countries in Africa classiﬁed as Category 1 include Cape Verde, Egypt, Ethiopia, Morocco, and South Africa.
10 There is need for further review of the case for new radar installations. According to the World Bank (2010),
radar is now an obsolete technology. Newer, much more accurate, and much less costly technologies are now
being installed, as in the United States. Similarly, navigational aids are being supplanted by technologies based on
global positioning systems in modern aircraft. Boﬁnger (2009) makes the point that African airports may not need
to invest in radio-based navigation and surveillance infrastructure, such as very high frequency omni-directional
radio range (VOR) or radar technology. They now need to obtain less costly, satellite-based replacements such
as the global navigation satellite system (GNSS) and the automatic dependent surveillance-broadcast (ADS-B)
technologies.
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11.4.4 Liberalization of the Air
Transport Market
There has been progress in implementing
aspects of the Yamoussoukro Decision by
various regional economic bodies, including
the two of which Zimbabwe is a member.
The Common Market for Eastern and
Southern Africa (COMESA) has agreed
upon full liberalization of the Yamoussoukro
Decision, but implementation is pending until
a joint competition authority is established.
Liberalization of air services within COMESA
is also pending. When it is applied, operators
will be able to serve any destination (all
freedoms), and tariffs and capacity and/or
frequency of services will be unregulated.
The Southern African Development
Community has set up the SADC Joint
Competition
Authority
to
oversee
implementation of the Agreement, but there
has been only very limited progress to date.
According to the World Bank (2010), the
dominant position of South Africa remains an
obstacle to implementing the Agreement.11
Having a range of international and
regional carriers is a vital component of

reinvigorating the national tourism industry
and of providing the air cargo capacity for
the export of horticultural and other high
value export products. Attracting back some
of the international carriers that have ceased
providing services to Zimbabwe will require
sustained progress on adoption of an ”open
skies” policy for Zimbabwe.

11.4.5 Role of the National
Flag Carrier
The main challenge facing Air Zimbabwe is
its inability to attract passengers and cargo.
The Airline currently carries a little over
200,000 passengers a year. The critical mass
needed to eliminate the current operating
losses is estimated to be about 500,000 a year.
In the short term, the Airline is taking steps
to improve its ﬁnancial viability by lowering
costs, restoring services that can generate
revenue, and improving productivity. These
measures include the following:
• Mobilizing $8.5 million as quickly as
possible to meet critical obligations and
restore services disconnected or withdrawn
for non-payment of accounts.

11 World Bank (2010), op cit.
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• Rationalizing routes to reduce operating
costs and replace aging, high cost planes
used on domestic routes with smaller planes
that will operate with higher load factors.
One possible option may be to lease such
equipment.
• Subject to the availability of funding,
retrenching approximately 400 employees,
the estimated cost of which is $8.2 million,
or $20,000 per employee. Agreement has
already been reached on the retrenchment
of 58 employees. Air Zimbabwe reports
the estimated cost at about $35,000 per
employee and therefore requires $2 million
to meet these retrenchment costs.
• Converting a substantial portion of accounts
payable to medium- or long-term debt
through reﬁnancing. Such an arrangement
would provide Air Zimbabwe with the
funds required to meet all of its overdue
obligations for accounts payable and
restore services that can generate revenue.
However, given the parlous state of Air
Zimbabwe’s ﬁnances, access to such term
ﬁnancing may only be possible if the airline
can arrange for a guarantee from a credible
source.
The management of Air Zimbabwe has
recognized that as air transport routes in Africa
are opened to increased competition under
the Yamoussoukro Decision, the airline will
need to enter into some form of partnership
arrangement. It has therefore proposed that
a strategic investor be identiﬁed, citing the
example of Kenyan Airways, which teamed up
with KLM to turn around its performance. Such

a partnership would give access to modern
aircraft, an expanded route network, and a larger
market.12 The objective of such a partnership
would be to attract and boost trafﬁc by building
connecting hubs, code sharing, joint loyalty
and lounge programs, and joint branding. Air
Zimbabwe management is actively searching
for such a partner and has entered into
discussions with several international airlines,
including Malaysia Airlines, RAK Airways
of the United Arab Emirates, and Hainan
Airlines of China. There may be obstacles to
the proposed privatization, given the small
size of Air Zimbabwe, its under-capitalization,
and poor ﬁnancial performance. The options
would then be to continue to operate a weak,
subsidized state-owned carrier, or whether to
withdraw from the market and leave it to other
private operators.

11.4.6 Institutional Reform and the
Regulatory Environment
Three possible scenarios for the future
institutional arrangements for civil aviation
have been considered by CAAZ (Table 11.5):
• In Scenario A, the underlying assumption is
that the current weak demand for aviation
services would persist for an indeﬁnite
period. CAAZ would continue to face
considerable ﬁnancial strains as a result
of weak demand for services. In this case,
judgment of the CAAZ management is to
leave the existing structure in place.
• In Scenario B, the underlying assumption
is that there would be a steady recovery
in international and domestic demand

12 The Kenya Airways privatization involved both a trade sale and a public offering of shares. In the trade sale
(in December 1995), KLM acquired 26 percent of the shares of the airline for US$26 million in cash and the
provision of various services to the value of US$3 million. The trade sale followed a period of restructuring and
rationalization under a management contract with Speedwing Consulting (then owned by British Airways). The
public offering took place in March 1996 with a ﬂotation of 34 percent of the company’s shares on the Nairobi
stock exchange, as well as an international sale of a further 14 percent of shares and an allocation of 3 percent of
the shares to employees. This left the Kenyan Government with a minority stake of 23 percent of the issued share
capital, and limited foreign ownership to a maximum of 40 percent. For more details of the privatization, see
Morrell, Peter S (1997), Airline Finance. Ashgate Publishing Ltd., Aldershot, England.

Civil Aviation Industry

Zimbabwe Report 295

for services and in this environment,
CAAZ would be able to mobilize the
funding required for a resumption of the
rehabilitation programs that were begun
some years ago using its own resources,
and through the use of PPP arrangements,
additional funding would be available for
creation of new capacity at the Victoria
Falls and Buffalo International Airports.
In this Scenario, steps would be taken to
separate the regulatory functions of CAAZ

For the purposes of this Report, the base case
for the civil aviation sector is Scenario B,
under which a separate civil aviation authority
would be created by 2012. The regulatory
functions of the current CAAZ would be
moved to the proposed new regulatory agency
for the entire transport sector, as suggested in
Chapter 4. The commercial activities of the
current CAAZ would be grouped together in
a new entity. For the purposes of this Report,
this new entity is referred to as the Airport
Services Company of Zimbabwe (ASCZ). At
the time of the separation of regulatory and
commercial functions, ASCZ would begin as
a government-owned enterprise with some
private equity participation if interested
investors are available. As the civil aviation
market recovers, ASCZ could then be fully
privatized. The creation of such an entity
in 2012 that is divorced from regulatory
functions and is responsible only for the
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by forming an independent regulatory
agency for civil aviation. The remaining
aviation sector services would remain with
the reconstituted CAAZ.
• In Scenario C, the arrangements in Scenario
B would be further modiﬁed by creating a
separate entity for air trafﬁc and navigation
services. The assumptions for growth in
passenger and freight services would be the
same as for Scenario B.

commercial aspects of airport operations and
services then opens the possibility of bringing
private investment into the airport operations
in partnership with ASCZ under some form of
PPP arrangement.

11.4.7 Skills Development
for Civil Aviation
The CAAZ has a staff of about 650 and
authorized positions for about 890 staff—a
ﬁll ratio of about 73 percent. It embarked on
a program of staff training and development
to keep staff abreast with latest trends and
developments in the world of civil aviation.
The Authority is also developing a program
of succession planning. The objective is to
expand training to cover the full range of skills
needed by the authority. These include air
trafﬁc controllers, ﬂight operations inspectors,
air worthiness inspectors, airport engineering
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and design, aeronautical information services,
air navigation systems installation and
maintenance, aviation security, ﬁre and rescue
services, ﬁnance and marketing, and human

resources development. Implementation of
these programs is currently constrained by a
lack of funding.

11.4.8 Implementation of
the Action Plan

Subject to the availability of funding from
CAAZ, an early start would be made of the high
priority rehabilitation and upgrade programs
for airport infrastructure. These would include
implementation of the proposed $35 million
of improvements in air space management,
communications, and safety.
With the bulk of the preparatory work
completed in 2010 and 2011, the proposed
institutional and policy reforms could be
launched in 2012. Negotiations with potential
private sector partners could be completed in
2012 as well, thereby laying the foundations for
the launch of the rehabilitation and upgrade of the
Victoria Falls and Buffalo Range International
Airports in 2013. With increased emphasis on
training, creation of an independent regulatory

Table 11.6 sets out an indicative set of
timelines for implementation of the proposed
Civil Aviation Action Plan. The program
proposes an early start on expanded programs
of training and on the preparation of a master
plan for the development of the civil aviation
sector in the decade ahead. The completion
of the master plan would then lead into the
preparation of a business plan designed to
attract potential private investors interested in
managing, ﬁnancing, and developing airport
infrastructure. Completion of the master plan
would also lead to a review of the future role
of Air Zimbabwe.
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authority, and completion of rehabilitation and
upgrade of air safety and security facilities,

Zimbabwe would then seek reclassiﬁcation to
Category 1 in 2013.

11.5

about $300 million at this time (Table 11.7).
The bulk of the new capital outlays would be
for the upgrade and expansion of the Victoria
Falls and Buffalo Falls International Airports,
the combined cost of which is estimated at about
$226 million. If international investors can be
mobilized for these two projects, the remaining
capital spending that would need to be met by
CAAZ amounts to about $72 million.

EXPENDITURE PROGRAM
FOR CIVIL AVIATION

11.5.1 Capital Expenditure Programs
As the foregoing discussion indicates, the
future development of airport infrastructure and
services in Zimbabwe will require a large amount
of new capital spending, roughly estimated at
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As noted above, the total development
expenditures for the proposed program amount
to about $300 million. The projected cash ﬂow
of CAAZ and of the proposed Airport Services
Company of Zimbabwe (ASCZ) will not be
sufﬁcient to cover the total capital investment
requirements of the proposed Action Plan.
Given the very large competing claims on the
National Government, it is very unlikely that
the required amounts will be available from the
national budget. Furthermore, the support for

rehabilitation of the civil aviation infrastructure
is not a priority for the donor community at
this time, or in the foreseeable future. In 201112, CAAZ would need to mobilize about $56
million to cover capital expenditures proposed
for this period, the bulk of which relates to the
urgently needed actions to improve air safety
and communications. The ﬁnancing plan does
include $1 million of funding by donors in
support of the preparation of business plans
and related proposals for the creation of the
regulatory authority in 2013, and the award of
concessions to the private sector.
In these circumstances, some form of
private participation in airport operations
will be required to mobilize the necessary
funding for the airport rehabilitation and
upgrading program. A likely option would be
a concession arrangement, the details of which
are described below. The proposed separation
of the regulatory function for civil aviation and
creation of ASCZ that would be responsible for
the commercial aspects of airport operations
will enhance prospects for attracting potential
investors.

The company, or companies, formed for the
Victoria Falls and Buffalo Range International
Airports would have to mobilize a total of $226

million for new capital investment. Assuming
that the PPP used for these two airports is a
concession arrangement, the project company

The Action Plan calls for a high priority to be
given to the $35.7 million required to upgrade
air safety and communications equipment in
order to facilitate early compliance with the
requirements of the ICAO and an upgrade by
the FAA and EASA to Category 1. As Table
11.7 indicates, these high priority programs
would be implemented in 2011-12. The key
issue related to their early implementation is
the mobilization of the funding required for
the program, which is discussed below.

11.5.2 Funding for Development
Expenditure Programs
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would ﬁnance and build the required airport
facilities, and would then operate a service
that would be delivered direct to customers
from airside (airlines) and landside operations.
The proposed project or projects would
involve some combination of equity and debt
ﬁnancing. For the purposes of this Report, it is
assumed that the debt ratio of the concessions
would be 60 percent.

11.5.3 Maintenance Programs
for Civil Aviation
The CAAZ projects total spending on
maintenance to be about $3.13 million in 2010
. This is equivalent to about 2 percent of the
current value of airport infrastructure. For the
purposes of this Report it is assumed that future
outlays on maintenance would gradually rise
to a level equivalent to 5 percent of the value
of infrastructure assets in aviation. Given the
projected capital expenditure program, the
value of aviation sector assets will be about
$450 million in 2020 (at 2009 constant prices).
On this basis, maintenance outlays would
increase to about $22.4 million a year (at 2009
constant prices). An annual program of this
magnitude would create opportunities for a
substantial domestic industry geared to airport
construction and maintenance.

11.6

RESTRUCTURING THE
CIVIL AVIATION SECTOR

The proposed program for civil aviation calls for
action on creation of an independent regulatory
authority with responsibilities for civil aviation,
the details of which are considered in Chapter
4, a restructuring of CAAZ into the Airport
Services Company of Zimbabwe (ASCZ), and
concession agreements for the operation of
airport facilities at Victoria Falls and Buffalo
Range.

11.6.1 Regulation of Civil Aviation
As Chapter 4 indicates, the Report proposes the
creation of a single regulatory authority for the
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entire transport sector. New legislation would
be required to establish the proposed authority.
This new authority, referred to as the Transport
Regulatory Authority of Zimbabwe (TRAZ),
would be responsible for the regulation of
road, rail, and civil aviation services. In the
case of the latter, it would be responsible for
promoting, regulating, and enforcing civil
aviation and security standards consistent
with the requirements of the International
Civil Aviation Organization (ICAO). The
authority would be mandated to generate some
of its funding requirements from user fees, a
charge on departing scheduled passengers,
and a fuel levy payable by the general aviation
industry. Other sources of revenue would
include charges for various services, for
example, aircraft registration, examination
and registration of pilots, and various licensing
activities. The new regulatory authority would
likely perform its civil aviation oversight
duties through four technical units, namely,
Air Safety Operations, Aircraft Safety, Air
Safety Infrastructure, and Aviation Security.
The new entity would also have a number of
support units, including ﬁnance, legal, human
resources, and communications:.
• Air Safety Operations (ASO). The ASO
would perform oversight on scheduled
ﬁxed wing aircraft, helicopters, and ﬂight
schools. The unit would also establish
testing standards and administer pilot exams.
Another important function of ASO would
be the ﬂight inspection unit (FIU). This unit
would calibrate navigation equipment. It
would also regulate the medical aspects of
airline operations;
• Aircraft Safety (AS). The major role of the AS
unit would be to license aircraft and perform
oversight activities on aircraft maintenance
organizations or similar institutions.
Other activities of the unit would include
certiﬁcation, management, and standards
development and certiﬁcation engineering.
The unit would also be responsible for
aviation environment protection;
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Aviation Security (AVSEC). The AVSEC unit
would provide security oversight in various
areas. One of the important functions
would be to ensure safe transportation of
dangerous goods. Other important functions
would be the direct oversight of airlines and
airports in order to prevent unlawful acts of
interference, the training and certiﬁcation
of personnel, and the approval and or
accreditation of training organizations.;
Air Safety Infrastructure (ASI). The ASI unit
would perform various safety oversight
functions in the aviation infrastructure.
One of the main duties would be to license
aerodromes. In addition, the unit would issue
annual licenses to commercial airports after
having successfully concluded oversight
duties. Communications, navigations and
surveillance oversight would be performed
on designated airports of the country.

11.6.2 Transformation of CAAZ to
an Airport Services Company
The creation of the regulatory authority in
2012 would be accompanied by a restructuring
of the existing Civil Aviation Authority into
the Airport Services Company of Zimbabwe
(ASCZ), which would come into existence in
2013, following the launch of the regulatory
authority. One of the major challenges
associated with the restructuring of CAAZ
stems from the need to strengthen its ﬁnancial
position.
Current ﬁnancial position of CAAZ. The
ﬁnancial position of the authority deteriorated
during the past decade. Contributing factors were
the impact on revenues and costs of the sharply
declining passenger and aircraft movements,
hyper-inﬂationary conditions within Zimbabwe
and the decline in the value of the Zimbabwe
dollar against major currencies. There was
growth in CAAZ revenues and a net surplus
up to 2005, but it has had operating losses each
year since 2006. As Table 11.9 indicates, the
operating loss in 2009 was $45 million, with a
loss of $37 million projected for 2010.
Civil Aviation Industry

At end 2009, the bulk of the assets held by
CAAZ were airside and landside infrastructure
whose historical cost is estimated at about $454
million, and much of which is fully depreciated.
The Authority had liabilities of $150 million,
including $147.4 million associated with eight
foreign loans, and about $7 million of equity
at end 2009. As a result of the economic
problems of the past decade, CAAZ has not
been able to service these loans. TAshe loans
(with and original value of $110 million) are
all in arrears, the amount of which now stands
at $90 million. With these substantial arrears
and a debt ratio of 96 percent of assets, the
ﬁnancial position of CAAZ is weak as is its
ability to mobilize additional funding required
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for the rehabilitation and upgrade of aviation
infrastructure. As the consideration in Chapter
5 indicates, this Report attaches a high
priority to early action by the Government to
remove all loans that are in arrears from the
books of infrastructure state enterprises such
as CAAZ and put these in a separate Special
Purpose Account to be created by the National
Government,13 and to launch an arrears
clearance process with the international donor
community in 2011.
Removal of these loans from the CAAZ
balance sheet would address a portion of
the current ﬁnancial problems of CAAZ.
The other challenge relates to its continued
large operating losses. The Authority’s major
yardstick for measuring performance is through
passenger and aircraft movements. Revenues
are projected to be about $25 million in 2010.
The striking feature of the CAAZ income
statement is that fees for aeronautical services
account for the bulk of revenues. In 2009, they
accounted for more than 90 percent of revenues
and in 2010 they are projected to account for
85 percent. Income from concessions and rents
in terminals and other sources are projected
at less than $5 million for 2010. One of the
major challenges for CAAZ and its successor,
ASCZ, is to build revenues from concessions
and other non-aeronautical services as quickly
as possible. The reason is that the International
Civil Aviation Organization (ICAO) requires
member states to charge aeronautical fees on
a cost recovery and not proﬁt-making basis.
Given this requirement, the proﬁtability
of airport operations therefore turns on the
amount of income that can be generated from
airport concessions and other services such as
car rentals and parking services.

Given these ﬁnancial circumstances, the
management of CAAZ is pursuing the route
of public-private partnerships to expedite
completion of the capital development program
for the Victoria Falls and Buffalo Range
International Airports. The expectation is that
such arrangements will attract private capital
for rehabilitation as well as increases in the
capacity of facilities. Under this arrangement,
the proposed Airport Services Company of
Zimbabwe would enter into a concession
agreement with one or two concessionaires
for the operation of the Victoria Falls and
Buffalo Range International Airports. The
ASCZ would continue to operate the other
nine airports currently under the jurisdiction
of CAAZ. The ASCZ may consider making an
equity investment in the company or companies
formed by the successful concessionaire(s).

11.6.3 Private Sector Participation
in Airport Operations
Options for private sector participation.14
Decisions will be required regarding the
desired type of private sector participation
in airport management and expansion in the
Victoria Falls and Buffalo Range International
Airports. There is no universal agreement
on the most appropriate approach to the role
of PPPs in civil aviation. The analysis must
be done on a project-by-project basis. The
options to be considered include concessions,
management and lease contracts, and outright
divestitures:.
• Concessions in which the Government
retains ownership of assets have been the
most common form of private participation
in airport infrastructure in developing

13 CAAZ inherited the eight long-term loans from the Government of Zimbabwe in 2003, the original amount
of which was $110.4 million, some $41million of which is due to KfW of Germany. The loans had been used
to ﬁnance capital works, including construction of the new international passenger terminal at Harare Airport,
navigational and surveillance equipment, and ﬁre and rescue vehicles and equipment.
14 This section draws on a number of sources, including: Delmon, Jeffrey (2010), “Understanding Options for
Public-Private Partnerships in Infrastructure.” World Bank, Washington DC, Policy Research Working Paper
5173, January 2010; and Silva, Gisele, F.(1999), “Private Participation in the Airport Sector—Recent Trends.”
World Bank Group, Public Policy for the Private Sector Series, Note 202, November, 1999.
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countries. They accounted for more than 40
percent of airport contracts and 60 percent
of investment commitments in 1990–2005.
Developed in Latin America and SubSaharan Africa in the 1990s, the concession model is increasingly used in Eastern
Europe and Central Asia and in South Asia.
Some of the recently awarded concessions
involve a greater role for the government.
Under the Budapest airport concession, for
example, the government took a 25 percent

stake in the concession holder. The Indian
transactions followed a similar approach. A
minority stake of this size is usually viewed
as giving veto rights over strategic decisions
affecting the business and changes to the
corporate constitution. But any beneﬁt to
the government from these rights needs to
be weighed against the resulting risks and
obligations of ownership and any adverse
implications for the government’s policy
and regulatory roles (Box 11.1).

Box 11.1: International Experience with the Private Sector in Airport Operations
The private sector has played a growing role in airport infrastructure over the past two decades. The United Kingdom
launched the trend with the privatization of the British Airports Authority in 1987. Australia, Austria (Vienna),
Denmark (Copenhagen), Germany (Frankfurt, Hamburg), Italy (Naples, Rome), and New Zealand followed.
Private participation in managing and developing airport infrastructure in developing countries has expanded
since 1990, with the growth accelerating in the past few years. During 1990–2005, 38 low- and middle-income
developing countries entered into more than 100 airport contracts ranging from short-term management contracts
to long-term build-operate-transfer (BOT) arrangements, concessions, and divestitures. These transactions attracted
investment commitments of more than US$18 billion. Private participation in airports has generated signiﬁcant
funds for governments. Of the US$18 billion in investment commitments in 1990–2005, half reﬂected the price
paid for the value of the existing business (or a share of it) through purchases of government equity or through
concession and lease fees; commitments for modernizing and expanding airport infrastructure accounted for the
other half.
Most of the private sector management and ﬁnancing of airports in Sub-Saharan Africa occurred in the 1990s,
mainly through concessions. Since 2002 only one transaction (a concession for a terminal in Nigeria) has taken
place.
Long-term concessions for airports are the predominant model today, with governments often taking a minority
shareholding in the venture. Experience from these activities shows that careful attention to policy design, regulatory
issues, and management of concessions is important in ensuring that private participation delivers efﬁcient and
effective airport infrastructure services. Because concessions can be complex, governments should be clear about
their policy objectives and structure the contracts accordingly. They then need to manage their ownership rights and
obligations over the life of the contract so that the incentives of the private participants are effectively aligned with
government objectives. Governments can also achieve their objectives through airport divesture, a simpler option.
But to do so, they need to design and implement a regulatory regime that assures efﬁcient investors a return on, and
the return of, their investment.

• Management and lease contracts have
become more common, increasing from
7 percent of transactions in 1990–2001 to
more than 20 percent in 2002–05. Countries
as diverse as Bangladesh, China, Djibouti,
and Egypt have awarded management
contracts for airports since 2002.
• Divestitures have become less frequent,
declining from 17 percent of transactions
in 1990–2001 to less than 10 percent in
Civil Aviation Industry

2002–05. Among divestitures, the sale of
airport assets (as in the privatization of
the British Airport Authority) has played
a minor role. Most airport divestitures in
developing countries have been structured
as the sale of minority, non-controlling
stakes, aimed at raising capital rather than
transferring control.
The airport sector has seen less contract
cancellation and distress (international
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arbitration or formal request for cancellation)
than other infrastructure sectors. Of the 104
airport contracts granted in 1990–2005, only
four—representing 4 percent of investment
commitments—had been canceled or were in
distress by 2005. Some other airport contracts
have been affected by major renegotiations,
though only anecdotal information exists.

Two high-proﬁle examples are the Lima
airport concession in Peru and the 33-airport
concession in Argentina, both renegotiated
almost immediately after start-up. In both
cases the winning bids were perceived as
ﬁscally attractive but raised questions about
fundamental ﬁnancial soundness.15

Contract arrangements. Given the importance
of mobilizing the capital required for upgrade
and expansion of the two international airports,
the working assumption used in this Report is
that the Government will adopt a concession
arrangement in which the concessionaire will
assume responsibility for both airside and
landside development.

Table 11.10 sets out an indicative ﬁnancial
plan for the concession. Annex 7 provides an
explanation of the key assumptions used to
construct this indicative ﬁnancial plan. The
number of passengers, primarily international
tourists, is assumed to grow to about 1.15
million by 2020, equivalent to 51 percent of the
total passenger trafﬁc projected for Zimbabwe

15 In Peru, for an airport with US$54 million in annual sales in 2000, the winning bidder offered an annual payment
to the government of 47 percent of annual gross revenues and a commit¬ment to invest more than US$1 billion,
including construction of a second runway by the ninth year of the 30-year concession. In 2003, after two years of
renegotiations, the concessionaire and the govern¬ment agreed to adjust the payments and delay the investment
obligations (Guasch 2004). In Argentina the concessionaire offered to invest US$2 billion and pay annual
concession fees of US$171 million during the 30-year concession granted in 1998. But once the peso crisis hit
in 2000, these terms were under continual dispute. By mid-2006 the concessionaire and the govern¬ment ﬁnally
agreed to lower concession fees and investment commitments. Both this case and the Peruvian one show that it is
in the interest of governments to assess carefully the underlying ﬁnancial and economic viability of proposed bids.
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in 2020. The concession has modest losses in
the ﬁrst few years of operations, but with the
capital development program completed in
2015, net income improves steadily to about
$12 million a year by 2020.
A number of key policy issues will need to
be addressed prior to issuing invitations for
bids from potential concessionaires. These
include, for example, a decision on whether
the Government would take an equity stake in
the concession, arrangements for meeting the
cost of possible labor force redundancies, the
duration of the concession. A key design issue is
whether the project company would be subject
to public control, for example, through a joint
stock company. An issue typically associated
with government shareholding in the project
company is a possible conﬂict of interest
between the government as shareholder and
the government as the public initiator of the
project.16
Choice of concessionaires. Most airport
contracts have been awarded to consortia of
local companies and foreign construction
and airport companies. The top ﬁve sponsors,
ranked by number of projects, accounted
for less than 20 percent of transactions in
1990–2005. These top sponsors were Spain’s
ACS Group and Aeropuertos Españoles y
Navegación Aérea, France’s Aeroports de
Paris, Germany’s Fraport, and Argentina’s
Corporación America. Recently, new sponsors
have emerged. Hochtief AirPort has played a
key role in concessions of Albania’s Tirana
airport. The state-owned Malaysia Airport
Holdings has taken equity positions in the
Delhi and Hyderabad airport contracts. Grupo
Ferrovial and Macquarie Airports have been
active in airports in developed and, to a lesser
degree, developing countries. Also noteworthy
is the emergence of specialized infrastructure
consortia, led by ﬁrms like Macquarie, that take

over airport businesses through transactions
usually ﬁnanced with large debt relative to the
value of the airport’s assets. What these highly
geared ﬁnancial structures will mean for the
performance and development of airport
infrastructure remains unclear. But if adverse
shocks occur, such structures may increase
the challenges facing not only the airport
businesses but also governments, regulators,
or both. This underlines the importance of a
clear, coherent, and robust policy framework
for introducing private participation.
Indicative ﬁnancial accounts for the
Airport Services Company of Zimbabwe.
An indicative ﬁnancial plan for the CAAZ
(for 2010-12) and the ASCZ (for 2013-20)
is set out in Figure 11.5. With the creation
of the independent regulatory authority in
2012, the working assumption in this Report
is that CAAZ is then restructured to become
the Airport Services Company of Zimbabwe
in 2013, with responsibilities for the nine
airports that remained under the jurisdiction
of CAAZ following the proposed concession
arrangements for the Victoria Falls and Buffalo
Range airports. The assumptions that underpin
this projection are discussed at greater length
in Annex 7.
As noted earlier, a key element in the
restructuring of CAAZ will be to remove the
$147 million of long-term liabilities from the
balance sheet of CAAZ prior to its transition to
the Airport Services Company of Zimbabwe.
Without debt restructuring prior to serious
negotiations with potential investors, CAAZ
would very likely appear to be unattractive as a
private sector partner. For the purposes of this
Report, it is assumed that after the ﬁnancial
restructuring, the newly created ASCZ is
able to attract private equity. More work is
needed on the precise form of the privatization
strategy. Options to be considered include:

16 An example of potential conﬂict of interest would be difﬁculties for the government as shareholder to agree for the
project company to sue the government as the public initiator of the project (sometimes referred to as the grantor).
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• A trade sale of say, 30 percent of total
shares to a private investor, and following
further restructuring, ﬂotation of 40 percent
of ASCZ shares on the Zimbabwe stock
market, thus leaving the Government with
30 percent of the shares. The Government
may then dispose of these remaining shares
to the existing private owners or to new
investors.
• Outright sale of ASCZ to a private
investment group.
• The ASCZ remains as a fully commercialized
public company with Government holding
all the equity.
In the illustrative income statement set out
in Figure 11.5, revenues rise steadily to
almost $60 million by 2020, with revenues
from commercial activities accounting for
an increasingly large share of total earnings.
As noted earlier, it is important for ASCZ to
change the revenue mix so that the bulk of the
revenue comes from non-aeronautical sources.
The worldwide minimal benchmark for the
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revenue mix is 55 percent non-aeronautical
and 45 percent aeronautical. Major sources
of non-aeronautical revenue are real estate
developments, car parking, concessions,
and other types of airport service activities.
In the scenario set out in Figure 11.5, nonaeronautical income is projected to increase
from the current 15 percent of total revenues
to about 25 percent by 2020. Tight control of
personnel expenses is assumed for the decade
ahead, but even with these controls, a recovery
in spending on routine maintenance of airport
assets from less than 1 percent of the capital
stock at present to 5 percent by 2020 results
in an increase in routine maintenance to about
$22 million by 2020. The large increase in
maintenance expenses constrains the ability of
ASCZ to generate a positive cash ﬂow until the
latter part of the decade.
In this illustrative ﬁnancial plan for ASCZ,
Earnings Before Interest Payments, Taxes,
Depreciation, and Amortization (EBITDA) for
the company is negative for the ﬁrst two years
of operation, but by 2015 the EBITDA records
a small surplus. As commercial revenues rise,
Civil Aviation Industry

there is an increasingly large EBITDA surplus.
The improved cash position of the company
would allow the start of dividend payments to
shareholders during the 2015-20.

11.7

RISK AND UNCERTAINTY
IN THE CIVIL AVIATION
PROGRAM

For the purposes of this Report, the main
risks and uncertainties to be considered are:
(i) the extent to which CAAZ can implement
needed improvements in air trafﬁc control
and safety to ensure compliance with ICAO
requirements;, (ii) prospects for a recovery
in tourism and passenger trafﬁc; (iii) whether
measures needed to clean the balance sheet
of CAAZ can be taken prior to staring
negotiations with potential concessionaires;,
and (iv) what form of restructuring and
privatization will be decided upon for CAAZ.
All of these concerns are directly linked to the
way in which potential private investors will
view investment opportunities in civil aviation
in Zimbabwe.
Improvement in air trafﬁc control and
safety. Continued lack of compliance with
ICAO requirements is a major concern. The
Authority and industry as a whole faces the
risk of having major airports and aircraft
maintenance entities closed owing to failure
to meet international regulatory requirements.
Such action would undermine efforts to rebuild
the tourism trade and to attract potential
private investors. The proposed rehabilitation
program calls for outlays of about $36 million
(at 2009 constant prices) for urgently needed
improvements in air trafﬁc control and safety.
The problem is that CAAZ has no obvious
source of funding to upgrade and modernize
these facilities. Financial restructuring of
CAAZ is urgently needed to provide the
ﬁnancial space needed to mobilize the funding
required.
Restructuring of CAAZ. In the mid-term
budget review of the Government, CAAZ
was identiﬁed as one of the state enterprises
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to be considered for restructuring. A number
of options for such restructuring are set out
elsewhere in this chapter and in Chapter 5.
Early decisions are needed on the speciﬁcs
of the proposed restructuring to enhance the
capacity of CAAZ to mobilize funding for the
urgently needed upgrade of air trafﬁc control
and safety facilities and to lay the foundations
for attracting potential private investors to the
proposed concession arrangements for the
Victoria Falls and Buffalo Range Airports.
Until there is clarity on these issues potential
investors will be deterred by the uncertainty
surrounding the nature and timing of the
restructuring.
Management of CAAZ liabilities and
ﬁnancial restructuring. The ﬁnancial forecast
for 2010 is that the EBITDA of CAAZ will be
about $1 million and its level of debt is about the
same as the value of its assets and it is in arrears
with its service obligations on this debt. Hence
there is no capacity to borrow the required
funds. A key issue is early action on removal of
the long-term liabilities on the books of CAAZ
that are currently in arrears. If that action is
not taken, it is very unlikely that the ﬁnancial
position of CAAZ can be strengthened in the
short- and medium-term. In the short-term,
this will undermine efforts to mobilize funding
for the urgently needed improvements to air
trafﬁc control and security and thereby be in
compliance with ICAO requirements. In the
medium term, lack of progress on these issues
will inhibit efforts to attract potential investors
for the proposed concession arrangements.
Formation of a successful partnership with
one or more concessionaires will require a
ﬁnancially sound CAAZ.
Shortages of critical aviation sector skills.
As noted elsewhere in this chapter, there has
been a serious erosion of critical aviation sectors
skills required for air trafﬁc control and safety
and other critical airside services, as well as
erosion of skills required for effective landside
services. This loss of skills has stemmed from
the deterioration in the domestic economy and
the inability of CAAZ to provide remuneration
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packages for skilled staff competitive with
those of similar organizations elsewhere in
Sub-Saharan Africa. A continuation of the
current ﬁnancial difﬁculties will exacerbate the
current problems faced by CAAZ in retaining
skilled staff and recruiting new staff with the
required skills.
Forecast of passenger trafﬁc. There are
two plausible alternatives to the projection of
passenger trafﬁc given in Table 11.3. One is
that the recovery in passenger trafﬁc is much
stronger than the average growth rate of a little
less than 9 percent a year assumed in Table
11.3. An average growth rate of 12 percent a
year, for example, implies passenger trafﬁc of
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3 million a year by 2020, a level that would
exceed current airport capacities, but one that
would very likely be attractive to potential
concessionaires. On the other hand, at a growth
rate of only 5 percent per year, passenger
trafﬁc would be 1.6 million by 2020, well
below existing airport capacities. At low levels
of market development, the attractiveness of
investment in airport concessions in Zimbabwe
would decline sharply. In this latter scenario,
it is unlikely that the ﬁnancial position of
CAAZ would improve, perhaps giving rise to
pressures for retrenchment, low staff morale,
and loss of shareholder value. 
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CHAPTER 12:

Information and Communications Technology
12.1

THE SETTING

12.1.1 Communications in the
Southern Africa Region
For Sub-Saharan Africa as a whole, there has
been remarkable growth in Information and
Communications Technology (ICT) services
in the past decade. Most of the expansion in
ICT services has been in voice services with
mobile networks. Fixed line telephone services
and access to the Internet have grown more
slowly.
Southern Africa relies heavily on satellites to
manage its long distance telecommunications.
Nowadays, a modern optical ﬁber digital
telecommunication network, consisting of

domestic or cross-border terrestrial links and
international undersea highways, is recognized
worldwide as the main catalyst of ICT
development and as enabler of development
policies that beneﬁt both corporate and private
users. For this reason, broadband network
projects are especially relevant for the region
and form part of the NEPAD agenda in the ICT
sector within the Southern Africa region.
At the same time, there has been a
major push by African leaders to accelerate
development of the communications industry.
At the October 2007 Heads of State Summit
meeting in Kigali, it was agreed that the World
Summit on the Information Society (WSIS)
targets would be framed around ﬁve basic
goals for Sub-Saharan Africa (Box 12.1).

Box 12.1: Goals of the Connect Africa Summit (Kigali, 2007)
Goal 1: Interconnect all African capitals and major cities with ICT broadband infrastructure and strengthen
connectivity to the rest of the world by 2012.
Goal 2: Connect African villages to broadband ICT services by 2015 and implement shared access initiatives such
as community telecenters and village phones.
Goal 3: Adopt key regulatory measures that promote affordable, widespread access to a full range of broadband
ICT services, including technology and service neutral licensing/authorization practices, allocating spectrum for
multiple, competitive broadband wireless service providers, creating national Internet Exchange Points (IXPs), and
implementing competition in the provision of international Internet connectivity.
Goal 4: Support the development of a critical mass of ICT skills required by the knowledge economy, notably
through the establishment of a network of ICT Centers of Excellence in each sub-region of Africa and ICT capacitybuilding and training centers in each country, with the aim of achieving a broad network of inter-linked physical and
virtual centers, while ensuring coordination between academia and industry by 2015.
Goal 5: Adopt a national e-strategy, including a cyber-security framework, and deploy at least one ﬂagship
e-Government service as well as e-Eucation, e-Commerce, and e-Health services using accessible technologies
in each country in Africa by 2012, with the aim of making multiple e-Government and other e-services widely
available by 2015.

12.2

POLICY FRAMEWORK
AND INSTITUTIONAL
ARRANGEMENTS

12.2.1 Policy Framework for the
Telecommunications Sector
In response to the Southern Africa Development
Community (SADC) Protocol on Transport,
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Communications, and Meteorology of 1996
that called for member states to create a
“harmonized regional telecommunications
policy,” the Government adopted a sector
reform policy that called for universal access
to affordable telecommunications and postal
services. It also emphasized the need for
improvements in service availability and
quality, and the development of new services
through de-monopolization and privatization.
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Implementation of these policy objectives
began with the Postal and Telecommunication
Act of 2000. The bill effectively ended the
monopoly of the Post and Telecommunications
Corporation, which was split into three
commercial units, the ﬁxed telephone provider
Tel*One, the mobile cellular company
(Net*One), and the public postal operator
(Zimpost). This bill also provided for the
creation of the Postal and Communications
Regulatory Authority of Zimbabwe (POTRAZ),
which was created to ensure a level playing ﬁeld
in the posts and telecommunications sector.
Its mandate is to license operators and ensure
that the services provided are of an acceptable
standard. Its operating budget is funded through
revenues from licensing and a levy on the gross
turnover of operators in the ICT sector. Those
granted licenses are required to contribute
to a Universal Service Fund (USF) designed
to support the expansion of communications
services to under-funded areas.

The privatization of Tel*One and Net*One
was approved by the Government in
November 2001. The planned equity structure
was to leave the Government with 70 percent
shareholding with the remaining 30 percent
offered to a strategic partner. International
tenders were called for in January 2002,
inviting potential partners to express interest.
From 12 applicants, four companies were prequaliﬁed. Negotiations with these bidders
were, however, unsuccessful and all eventually
withdrew their offers. Subsequent attempts by
the Government to attract other investors were
also unsuccessful, with potential investors
deciding, at the time, that Zimbabwe was not
conducive to such investments.
During the latter part of 2008, POTRAZ
took a major step towards unifying existing
licenses to allow licensed operators to offer
all types of services that can be supported
by their existing networks.

12.2.2 Institutional Arrangements
for the Industry

Tel*One, Net*One, Powertel/ZESA, and the
Zimbabwe Broadcasting Corporation. Before
the creation of the Ministry of Information
and Communications Technology (MICT)
in April 2004, responsibility for information
and technology policy and activities in
Zimbabwe was fragmented among various

Currently,
regulatory
MIC) and
providers
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the Government controls the ICT
agencies (POTRAZ, BAZ, and
a number of the dominant service
in the market. These include

Zimbabwe Report

Information and Communications Technology

ministries, including the Ministry of Science
and Technology, the Ministry of Media, the
Ministry of Transport and Communications,
and the Ministry of Finance. The creation of
the new ministry has resolved a number of
the issues related to divided responsibilities,
but some responsibilities for ICT policy
and programs remain with the Ministry of
Transport and Communications and the
Ministry of Media, Information, and Publicity,
each of which oversees the regulators for the
ICT sector.
Legislative framework for regulation
of ICT. There are four separate pieces
of legislation that have a bearing on the
regulatory environment for the Information
and Communications Technology Industry
in Zimbabwe. These are the Postal and
Telecommunications Act of 2000, the
Broadcasting Services Act of 2001, the
Access to Information and Protection of
Privacy Act of 2002, and the Interception
of Communications Act of 2007. At the
present time, regulation of the ICT sector is
divided between the Broadcasting Authority
of Zimbabwe (BAZ), POTRAZ, and the
Media and Information Commission (MIC).
POTRAZ is accountable to the Minister of
Transport and Communications, while BAZ
and the MIC report to the Minister of Media,
Information, and Publicity.
The Media Institute of Southern Africa
(MISA), Zimbabwe, describes the legal and
regulatory framework as “one of the few in the
region with virtual government monopolies
in broadcasting and ﬁxed telephone service
provision.”1 Some of these may be taken up in
the draft ICT bill that is under consideration
at present. However, the draft bill has
attracted considerable debate on the issues of
independence, how the governing body would
be elected, and the nature of its relationship to
the implementers. There are calls for the
new ICT bill to be clear about these issues.
1

Separation of power and authority will help
decrease instances of regulatory confusion
in cases where one institution oversteps
its legal mandate. Chapter 4 provides a
detailed description of the existing regulatory
framework for the sector and identiﬁes a
number of emerging issues that need to be
addressed in the near future
Broadcasting Fund . BAZ is mandated
to establish and manage the Broadcasting
Fund (BF) whose main purpose is to provide
disadvantaged communities’ with access to
television and radio services and provide funds
for the development of Zimbabwe’s ﬁlm and
music industries. The Fund is not required to
make its accounts available to the public, so
there is no clear record of the extent to which
Fund resources have been used in the manner
intended.
Universal Service Fund. In 2001, the
Government announced a policy on
universal services that was modeled along
the universal service guidelines of SADC
and created the Universal Service Fund (USF).
Operators contribute 5 percent of their gross
revenue to fund projects in underdeveloped
areas. According to the policy, the regulator,
POTRAZ, should have achieved the following
community access targets: (i) increasing
teledensity in urban areas to 10 percent in 2006
from 6.3 percent in 2003,; (ii) increasing rural
teledensity to 3 percent in 2006 from 0.4 percent
in 2003,; and (iii) doubling Internet access to
500,000 in 2006 from 206,078 in 2003. The
USF was also designed to ensure that gender
dimensions in ICT policy were addressed and
access, availability, and affordability are
extended to all Zimbabweans regardless of
their geographical, local, and physical condition
or literacy levels. However, the USF policy
lacked a clear implementation framework.
The targets were not achieved as the money
collected in 2001-08 was eroded by inﬂation
before the implementation of any universal

Media Institute of Southern Africa, Zimbabwe (2007), Access to Information: A Comparative Analysis of
Zimbabwe’s Media Laws with Other Jurisdictions. www.misazim.co.zw.
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services projects.2 According to MISA (2008),
there is no provision for public scrutiny of how
USF have been administered and used. There
are calls for the above-mentioned draft ICT
bill to include such provisions and mandate the
regulator to ensure that the funds are disbursed
to universal services projects on a regular basis.

12.3

EXISTING ICT SERVICES
IN ZIMBABWE

The ICT services have been affected by the
political and economic crisis experienced in
the past decade, as have been all other sectors
of the economy. The country’s economic
challenges resulted in near stagnation in the
growth of the ICT sector, mainly because of
foreign currency shortages that hampered
efforts to expand and modernize existing
networks. Owing, in part, to the crisis, the
country missed the opportunities and beneﬁts
that accrued to other countries that harnessed
ICTs for the wellbeing of their populations. The
beneﬁts that accrued to other African countries,
such as creation of employment, greater social
interaction, improved business efﬁciencies,
access to information and knowledge, and
widening people’s freedoms, largely escaped
most Zimbabweans.

2
3

12.3.1 Voice Services
The ﬁrst mobile operator, Net*One, was
established by the Government in 1996, with
100 percent ownership by the state. In 1997 the
sector was opened to full competition following
a challenge in the courts by Econet Wireless.
Telecel became the third mobile operator when
it entered the market in 1998. Tel*One, which
is the sole supplier of ﬁxed line services in
Zimbabwe, is owned entirely by the Government.
In mid-2000 the Government approved a
Second Public Fixed Telecommunication
Services license for privately-owned company
TeleAccess Zimbabwe (Pvt) Ltd. TeleAccess
originally aimed to invest up to $540 million
to set up infrastructure throughout the country,
targeting the corporate market, but also offering
telephony services with a combination of phone
shops and phone booths installed in major
stores.3 The TeleAccess license was not issued
until December 2002 owing to a dispute over
the license fee proposed by the Government.
Eventually, a 20-year license was issued, but
this was withdrawn in December 2005 because
of failure to achieve the level of expansion
required under the agreement. TeleAccess is
challenging this decision through the courts.

Sandu, N. (2009), “Zim Lagging Far Behind in ICT.” The Standard Newspaper, April 4, 2009.
Source: Paul Budde Communication Pty., Ltd. (2006), Zimbabwe-Telecoms Market Overview & Statistics.
September 2006.
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In the past decade, the growth of mobile
telephony and services was substantially
lower in Zimbabwe than in many other parts
of Sub-Saharan Africa. Mobile usage has been
growing by an annual average of 52 per cent for
Sub-Saharan Africa since 1998 (ITU, 2009a).
With only one million subscribers in 1996, the
continent had registered 100 million by 2005.4
Available estimates suggest that by June 2009
there were about 289 million subscribers in
Africa.
In 2000, Zimbabwe’s three mobile operators
had 266,441 subscribers, accounting for 2.1
mobile phone subscribers per 100 people
(Figure 12.2). By 2007, total subscribers
were around 1.2 million, indicating that only
one million new subscribers were added in
seven years. However, the number of mobile
phone accounts grew rapidly during 200709, increasing by an average of more than 60
percent a year. This contrasts, for example,
with average annual growth rates of 102 per
cent recorded in Nigeria since 2006. Even so,
the number of mobile subscribers in Zimbabwe
increased to 28 per 100 people by 2009.
As Figure 12.2 indicates, the market for
voice services in Zimbabwe is increasingly
dominated by one provider, Econet. By 2009,
Econet Wireless had a 73 percent market share
of mobile subscribers and 66 percent of all
telephone subscribers. Growth in the mobile
sector has outperformed that of ﬁxed lines.
Mainline accounts have grown less than 3
percent a year in the past decade. In 2000, they
accounted for almost 50 percent of total voice
service accounts in Zimbabwe, but by 2009
they represented less than 10 percent of total
voice service accounts. The ﬁxed line network
continues to be dominated by the governmentowned monopoly, Tel*One.
Despite the dramatic changes in the
composition of voice services in the past

4

decade, anecdotal evidence suggests that
there are continuing difﬁculties with service
provision. Accurate data on effective demand
for telephony in Zimbabwe are not available,
but it is clear that all the operators suffered
capacity constraints. Demand for telephony
far outstripped supply, creating a suppliers’
market. Poor service quality, especially network
congestion, has been a feature of telephony in
Zimbabwe. Furthermore, the fact that demand
for services far outstrips supply has generated
a thriving black market for the few mobile
phone lines available, which by 2009 retailed
at US$50 to US$100. This compares with other
countries, such as Uganda and Kenya, where
mobile lines are ubiquitous and retail at less
than a tenth of the cost found in Zimbabwe.
Clearly, the crisis created a service capacity
gap that needs to be addressed.

12.3.2 Internet Services
Internet services were ﬁrst introduced in
Zimbabwe for academic purposes in 1991.
Commercial service providers were gradually
introduced using leased lines through South
Africa. In 1997, the PTC launched an Internet
hub connecting directly to the USA. The
national internet backbone was upgraded to
2Mb/s in 1998 and expanded to 11Mb/s by 2003.
Subsequently, there has been consolidation in
the Internet service provider (ISP) market with
larger ISPs buying smaller ones to strengthen
their positions in an increasingly competitive
operating environment. The main service
providers in the ISP market are M-Web (part
of the South African based MIH Group),
Zimbabwe Online, Africa Online, ComOne
(operated by TelOne), and Ecoweb (part of
the Econet Wireless group). There are also a
signiﬁcant number of smaller ISPs based in
Harare, Mutare, and Bulawayo.

International Telecommunication Union (2009), Manual for Measuring ICT Access and Use by Households and
Individuals. ITU, Geneva, Switzerland, 2009.
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Measuring internet use in Africa is highly
speculative, but estimates suggest that by the
end of 2007 more than half of the 50 million
users were in North Africa and South Africa.5
In Zimbabwe, available statistics suggest the
country had about 1,422,000 Internet users
in 2009, compared with only 50,000 in 2000
(Figure 12.3). This gives an Internet penetration
of 11.9 per cent and would make Internet
penetration higher than mobile penetration for
comparable time periods.
The estimate for Internet users in Zimbabwe
is higher than that given for other countries
such as Zambia, Tanzania, and Uganda, which
have experienced signiﬁcant mobile growth
rates. The explanation for this is not clear, but it
could be that in the absence of access to mobile
telephony, people used the Internet through
cybercafés as an alternative communication

5

channel, particularly when communicating
with the Zimbabwean Diaspora. The major
impediment to Internet usage in many
developing countries, and in Zimbabwe, is
cost. Because of the scarcity of broadband,
most Internet access is dial-up, and most
countries charge for dial-up at conventional
voice calling rates. A monthly usage of 20
hours of Internet access costs about US$50 in
Africa, almost twice as much as the next most
expensive region, the Americas.
The number of personal computers per 100
people has risen from 1.5 per 100 in 2000 to
6.5 per 100 in 2007. This is higher than the
average of 1.8 per 100 for Sub-Saharan Africa.
This may have a correlation with the higher
levels of literacy in the country and may be
a good sign of the adoption readiness, should
other inhibiting conditions be addressed.

International Telecommunication Union (2008), ITU World Communication/ICT Indicators Database. Geneva,
Switzerland, 2008.

314

Zimbabwe Report

Information and Communications Technology

Map 12.1. Communications Network of the Southern African Region
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12.3.3 Data Communications Services

In recent years, there has been substantial
progress in providing the eastern Africa
seaboard with access to the international

submarine cable network. The Southern
Africa Telecommunications Association
(SATA) Backhaul Links project is closely
linked to the Eastern African Submarine
System (EASSy) project which entails the
development of an optical ﬁber submarine
cable network with onshore landing points
at strategic locations along the entire
eastern seaboard. It will cover a distance
of 9,900 km running from Mtunzini in South
Africa to Port Sudan in Sudan (see Map
12.1). A complete broadband connectivity
system entails, on top of a submarine cable,
the development of a backhaul transmission
system/network through which landlocked
countries will access the sea cable via landing
stations. The backhaul networks are crucial to
the achievement of the overall development
objectives because they would bring to the
EASSy Project a backup route, allowing
trafﬁc to be rerouted in most of the cable
cut cases, and by enabling connectivity
of land-locked countries, they would ensure
the existence of sufﬁcient overall accessible
market demand to sustain the subsea cable
investment.
Within Zimbabwe, connectivity to the
regional ﬁber optic network is quite limited at
this time, as is the existing domestic backbone
network. As a result, the development of
broadband Internet services is constrained.
Mobile operators do not require highcapacity backbone networks to carry voice
trafﬁc and have developed their own using
wireless technologies. Cross border backbone
connections into Zimbabwe include the
Mozambique connection up to the border near
Mutare, the Harare to Plumtree connection
operated by Econet, which is fully functional,
and the Harare to Zambia connection. The
latter has a very low capacity and cannot be
used to carry simultaneously voice and data
trafﬁc. An upgrade will be needed for this
connection if Zimbabwe desires to have a
high capacity backbone into the country.
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There are currently four licensed data
communications providers and three Internet
Access Providers (IAPs) in Zimbabwe. The
Data Operators are Africom Zimbabwe,
Powertel Communications Pvt Ltd (a
subsidiary of Zimbabwe Electricity Supply
Authority), DataOne (owned by TelOne),
and Broadlands Networks Ltd. The IAPs are
Ecoweb (owned by Econet Wireless), ComOne
(owned by Tel*One), and Telco Internet
(Telconet). Africom Zimbabwe was awarded
the country’s ﬁrst data communications
license in 2001, allowing it to build a public
data network and international gateway. It
uses cable networks and licensed broadband
radio frequencies for applications such as
Internet access, ﬁle transfers, and ﬁnancial
applications such as Point-of-Sale and ATM
transactions.
The Zimbabwe Electricity
Supply Authority (ZESA) started Powertel
in 1999. The service uses ﬁber optic and
copper cables, power line communications,
and wireless systems. It has established a
ﬁber optic network linking main cities and
towns in Zimbabwe and has a ﬁber optic link
between Harare and South Africa. Powertel
leases spare capacity on its Gweru-Bulawayo
link to Tel*One. Privately owned Telco
Internet provided Zimbabwe’s ﬁrst national
integrated voice and data network via a
ﬁber optic cable network with links to the
main commercial centers. Telco Internet is
licensed to provide Internet access via dial-up
accounts and broadband access. Broadlands
Ltd is Zimbabwe’s newest private telecom
operator, with an LMDS (Local Multipoint
Distribution System) wireless broadband data
network connecting Harare with Bulawayo.

12.3.4 Broadband Services
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12.3.5 Cost of Services
Among the countries of the Southern Africa
region, Zimbabwe has the lowest rates for local
and international ﬁxed line calls, whereas the
cost of local call by cell phone is substantially
higher than any other country in the region.
The cost of access to the Internet is lower
than all other countries in the region except
Botswana (Table 12.1). Internet pricing shows

Information and Communications Technology

a very wide variation among African countries,
but more than one-third of the economies have
monthly price baskets of more than 25 percent
of per capita income. The price basket for
Internet per month in Zimbabwe was $24.6 in
2007—much lower than the $29.2 average for
the lower income countries, and even lower
than the $42.1 for the Sub-Saharan countries.
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The very low prices for ﬁxed line services has
obvious implications for the ﬁnancial position
of Tel*One, the parastatal service provider.
POTRAZ has tried to balance the legitimate
demands by operators for a tariff structure
that ensures their viability with an obligation
to ensure an affordable service for the
consumer. It has often failed to satisfy either
of the parties; for example, pricing regulations
implemented in July 2007 forced operators
to charge the equivalent of US$0.005 (half a
US cent) per minute against an international
average of US$0.15. In an attempt to
resuscitate the sector, the Government, in
January 2009, granted mobile phone networks
permission to bill subscribers in foreign
currency. The requirement to pay in foreign
currency for mobile telephone use meant that
communication was no longer affordable as
the majority of Zimbabweans had no access
to foreign currency, and the majority of
Zimbabweans have no hope of using a mobile
phone at such costs. The Media Institute of
Southern Africa (MISA) slated the move as a
6

violation of the rights of impoverished citizens
to communicate.6

12.3.6 Status of e-Applications
in Zimbabwe
Simply deﬁned, e-Government is the use
of ICT integrated web-based applications
to promote more efﬁcient and effective
Government, facilitate the accessibility
of government services, allow greater
public access to information, and make
governments more accountable to citizens.
The implementation of e-Government in
Africa, including Zimbabwe, has progressed
steadily over the years. Zimbabwe currently
has an e-Government development index of
0.3230. In Africa, the top four ranked countries
are Tunisia (0.4826), Mauritius (0.4645),
Egypt (0.4518) and South Africa (0.4306). The
Government has acquired computers, software
applications and other ICT related equipment
and facilities that can support e-Government
services to citizens. Because much of the

MISA (2007), op. cit.
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equipment no longer functions, the capacity of
government agencies to provide such services
is impaired.
The second phase of the World Summit of
the Information Society held in Tunis in 2005
afﬁrmed its commitment to developing and
implementing e-Government applications. It
endorsed the use of open standards to enhance the
growth and inter-operability of e-Government
systems at all levels, thereby furthering access
to government information and services.
Moreover, the Doha Action Plan (DAP),
adopted by the World Telecommunication
Development Conference (WTDC) in March
2006, has resolved to conduct detailed studies
on various ICT applications giving priority to
e-Government, without however neglecting
other applications.
Zimbabwe has also put in place a number
of initiatives to build public understanding of
and capacity for the use and beneﬁts of ICTs.
These initiatives include:
• The African Virtual University (AVU)
Education Project which established
an ambitious teacher education project
involving ten African countries, in
partnership with the African Development
Bank (AfDB) and the NEPAD in 2006.
Zimbabwe is one of the ten countries
involved.
• The College IT Enhancement Programme
(CITEP), which is a local capacity-building
project supported by the Flemish Ofﬁce for
Development Co-operation and Technical
Assistance (VVOB) in ten Zimbabwean
colleges. The focus is on developing
capacity to maintain and manage ICT
equipment and strategies for effective use
of ICTs in the colleges.
• The Kubatana Trust of Zimbabwe, which
includes an NGO network organization
called the NGO Network Alliance Project
(NNAP), has been established to strengthen
the use of e-mail and Internet among
Zimbabwean NGOs and civil society
organizations and to provide human rights
Information and Communications Technology

and civic education information and
materials.
• World Links Zimbabwe is part of the
international network of World Links
organizations and has historically been
a pioneer in the promotion of education
through ICTs. The organization has been
active in Zimbabwe since mid-1999 when
12 ICT centers were established with
the support of the World Bank and in
partnership with the Ministry of Education,
Sport, and Culture. Each of these World
Links centers was established near schools
so that they could service both the schools
and the community.

12.4

MAJOR CHALLENGES
FACING THE ICT SECTOR

12.4.1 Overview of the Issues
It is widely acknowledged that ICT
infrastructure is a key determinant of
development in the knowledge era. Africa has
lagged behind in the past century in that regard.
This trend needs to be reversed by intensifying
heavy investments on infrastructure in this
crucial period when Africans need to catch and
capitalize on the opportunities offered by ICTs.
Zimbabwe lags behind other countries
in Sub-Saharan Africa in its efforts to
take full advantage of the remarkable
transformation made possible by information
and communication technologies in the past
two decades. Like many other countries in
the region, Zimbabwe has introduced some
degree of infrastructure competition in the
telecommunications sector, but the domestic
market has not been liberalized to the extent
required to create effective competition
among backbone network operators. In the
absence of further liberalization, investment
in high capacity networks will very likely be
constrained. Slow progress on this front will,
in turn, constrain the development of Internet
service providers (ISP) and a data market.

Zimbabwe Report 319

Going forward, the agenda for Zimbabwe is
similar to that of other countries in the region,
the main elements of which are as follows:
• Ensure low-cost international access
infrastructure by preventing monopoly
control over bottleneck facilities.
• Establish full competition throughout the
sector.
• Revise the regulatory framework to
accommodate rapid technological change
and emerging competition.
• Reform the state enterprises that are
involved in service provision in the sector.
• Stimulate innovation in the use of wireless
technologies by reforming the way the radio
spectrum is allocated and managed.
• Promote universal access to ensure that ICT
availability is as extensive as possible.
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12.4.2 International Connectivity
and Domestic Backbone
Infrastructure
At present, Zimbabwe has discrete
communications infrastructure owned by
various public and private sector players.
There is need to harmonize the infrastructure
and establish a national communications
backbone that reaches all corners of the
country. This would become the highway
that facilitates high speed communication for
improved and reliable services countrywide.
Zimbabwe is currently connected to the rest
of the world through expensive and often
unreliable satellite connections with poor
quality of service. Satellite connections provide
restricted capacity, and the major satellite
station of Tel*One has not been operating for
over a year. The total amount of international
Internet bandwidth available per Internet
user in Zimbabwe is 42 b/sec compared with
810 per user in Botswana, over 55,000 in the
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UK, and over 62,000 in Sweden. There is no
broadband connection in Zimbabwe to the
global network. The SEACOM submarine
cable arrived at the east coast of Africa in
July 2009, and EASSy is expected to arrive
soon (most operators in Zimbabwe have
some form of relationship with the operators
of these systems). These submarine cables
provide extremely high levels of capacity at
signiﬁcantly reduced costs. The establishment
of international ﬁber optic links to submarine
cables would transform the functioning of
Government, social inclusion, economic
growth, and diversiﬁcation. Linkages to these
networks offer the prospect of sharply lower
prices for broadband services in Zimbabwe.
Furthermore, there is insufﬁcient national
backbone in terms of coverage and capacity.
Numerous operators in Zimbabwe have some
national backbone infrastructure and are
generally willing to lease this to other operators.
All the operators have identiﬁed the urgent
necessity of installing signiﬁcant international
broadband access (with at least 2 connections)
and generally agree that a collaborative effort
between them would provide the optimal
solution. However, the operators have failed to

reach internal agreement on the development of
a domestic backbone network and continue to
pursue individual projects in an uncoordinated
manner.
As noted earlier, the present development of
the communications network in Zimbabwe has
been led by mobile operators who have built
a predominantly wireless network to carry
voice trafﬁc. These voice services of mobile
operators require much less backbone capacity
than broadband data services. The emphasis
on wireless backbone networks in Zimbabwe,
and elsewhere in Sub-Saharan Africa, stems
from these lower bandwidth requirements,
combined with the need to cover dispersed rural
populations. If Zimbabwe is to move forward
in its efforts to provide broad-based access
to ICT services with improved international
connectivity, there is a clear need for concerted
efforts to build a consensus within the industry
on the future design of the ﬁber optic and
wireless broadband networks. Williams (2010)
provides a very useful framework within which
to determine optimal choices for the backbone
technology of a country such as Zimbabwe
(Figure 12.5).
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12.4.3 Ensuring Low Cost Access
to Infrastructure
The typical tariff for satellite connection in
Zimbabwe is $5,000 per MB per month. When
available, broadband in Africa can be very
expensive. The average price for an entry level
broadband (256kbps) is US$100 per month,
while the average for the OECD countries
is US$45. Price variations are widest in the
broadband market, ranging from US$18 per
month in Morocco, to US$40 in Senegal to as
much as US$1,000 in Zimbabwe.7
The challenge for the Government is to
promote private investment that creates the
international access and domestic backbone
infrastructure. But the development of this
infrastructure will not, on its own, guarantee

cost effective services to customers. There
are two sets of issues to be addressed for
a land-locked country such as Zimbabwe.
First, the cost of Zimbabwe’s access to the
submarine cable network depends, in part, on
the cost of transmission through neighboring
countries. In the event that these services are
not based on open and competitive pricing,
Zimbabwe may face higher costs (see Box
12.2). The Government will need to ensure
that there is competition among submarine
cables and landing stations, given that there
is the possibility of multiple entry points
for the connectivity cables. Second, on the
domestic front, the Government must promote
arrangements that ensure that domestic
competition produces low cost access to the
national backbone network.

Box 12.2: The Case of the West Africa SAT-3 Cable
The experience of the South Atlantic 3/West Africa Submarine Cable (SAT-3) cable on the west coast of Africa
shows that physical access to a cable is necessary but not sufﬁcient for low-cost connectivity. A consortium of private
operators with little direct regulation controls access to the SAT-3 cable. Because these operators are protected
from competition on the cable, customers have not received the full potential beneﬁt of access to the international
network of submarine cables.
Source: World Bank (2010).

The cost to operators in Zimbabwe of access
to global markets via these submarine cables is
estimated at $500 per MB per month. If these
cost reductions are passed on to end users,
(including Government) this could produce
signiﬁcant multiplier effects for Zimbabwe,
especially where capacity is offered on an
“open access” basis. Open access means that
whatever legal or ownership structure is used
for the infrastructure, all operators and ISPs are
guaranteed equal access to the infrastructure,
with non-discriminatory pricing and technical
conditions. Open access provides for a
competitive telecommunications environment
for access to and resale of capacity in the
country so as to maximize the impact of such
infrastructure on sector development and
economic growth.
7

12.4.4 Revise the Regulatory
Framework
Zimbabwe has taken some steps to liberalize
the ICT sector and create effective competition
in the industry; but more needs to be done
if there is to be widespread ICT services
available at affordable prices. One of the
most important items on the reform agenda
is to increase competition through further
market liberalization. This can be achieved
by issuing more licenses and reforming the
licensing structure to allow operators more
freedom to innovate and compete across a
range of services. As the earlier discussion
indicated, there has been dramatic growth in
the mobile market in recent years, but much
less impressive growth in access to the Internet

ITU (2008), op cit.
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and in broadband services. There is a clear
need to improve the framework for regulation
of the industry to ensure that ICT services are
available to all at affordable prices.
The issues related to regulation of the
industry are discussed at greater length in
Chapter 4: for example, there are overlap and
duplication of functions between POTRAZ and
BAZ. The current ICT draft Bill does not spell
out how the various ICT Acts would relate to
each other and provide a framework for further
liberalization and competition. Moreover, no
laws govern cyber transactions in digital
signatures, nor in contracts made over the
Internet. Nor is there a framework covering
issues of convergence of telecommunications,
broadcasting, and computing. The Minister of
Information and Communications Technology
has promised to enact laws that control and
manage online transactions.

12.4.5 Reform of State Enterprise
Service Providers
The need for reform of the Tel*One, the stateowned ﬁxed line operator, and Net*One, adds to
the challenges currently facing the Government
in its efforts to promote major improvements
in ICT infrastructure services. As Figure 12.2
makes clear, Tel*One now plays a relatively
small role in provision of telecommunication
services. At a minimum, the services provided
by the state enterprises should be subject to
the same regulatory requirements that apply
to private service providers. The extremely
low prices set for land line calls, for example,
can lead to serious misallocation of scarce
resources because of the effect on the ﬁnancial
position of the company and its resulting
dependence of budgetary and other forms of
ﬁnancial support.
In mid-2010, the Government listed
Tel*One and Net*One as candidates for
privatization. Experience from elsewhere
in Africa indicates that as governments have
8

reformed the institutions for regulating ICT
markets, many have also privatized the state
entities that provide services. According to the
World Bank, 15 African countries had sold
shares in their state-owned telecommunications
operator to the private sector by end 2006.8
The details of these privatizations have varied,
as has the subsequent performance of the
privatized entities.

12.4.6 Promoting Universal Access
Backbone networks are concentrated in
urban areas for commercial reasons related to
both the demand for services and the cost of
providing them. The experience in Zimbabwe,
and elsewhere in Africa, has shown that service
providers are focused primarily on intra- and
inter-urban markets and on commercially
attractive cross-border links. A large proportion
of the rural population currently does not beneﬁt
from this competition as they live beyond the
range of these networks and there is no visible
interest by operators (government-supported
or private) to extend services to more isolated
rural areas.
The challenge will be for the Government
to decide on targets for universal service
coverage. As noted earlier, the Universal
Service Fund was set up in 2001 to provide
funding for expansion of services to isolated
communities. The extent to which this Fund
has been able to extend services to these
communities is unclear. Moreover, experience
with such funds in other Sub-Saharan countries
indicates that this mechanism has had very
limited success, compared with arrangements
for service provision that are commercially
driven. The alternative would be some form
of direct incentives for operators to deliver
services to rural areas. These options may
involve government ﬁnancial support. The
options are reviewed as part of the proposed
Action Plan for ICT discussed in the Section
below.

World Bank (2006), 2006 World Development Indicators. World Bank, Washington DC, 2006.
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12.4.7 Building Institutional and
Human Capacities
Zimbabwe had a substantial pool of human
resources for the ICT sector, but there has been
a serious exodus of experts, especially in the
ﬁeld of science and technology. Since 2000,
many of these professionals and experts have
migrated to other countries in the region and
overseas. There is a continuous loss of skills
from Tel*One to Net*One, and from Tel*One/
Net*One to the private sector and the Diaspora.
The private operators are also losing staff to the
Diaspora, particularly in South Africa. There
is now a serious shortage of professional skills
related to the regulation of the ICT industry, at
a time when substantial improvements will be
required on this front. Loss of skills at Tel*One
has been especially serious. The skills shortage
is contributing to slow network development
by Tel*One as management efforts concentrate
on “ﬁre-ﬁghting” activities such as service
restoration. Many of the faults on the network
are induced by manpower shortages. There is a
rapid deterioration of network elements due to
inadequate maintenance.9 Furthermore, the loss
of skilled staff in the commercial department
of Tel*One has signiﬁcantly reduced its ability
to negotiate interconnection arrangements
with the mobile networks. Tel*One’s business
operations and investment intentions are also
constrained by the continuation of obsolete
services such as telegraphy. As government
owned companies, Tel*One and Net*One
are required to supply the Government
with services at non-commercial rates and
must comply with bureaucratic government
procurement procedures. Tel*One continues to
act as a training ground for the sector, but the
costs of training staff are high and they cannot
be fully absorbed by the company. As a result,
the quality of training offered by the Tel*One
training centre in Harare has deteriorated.
Substantial technical support may be
required to address the wide range of
9

policy issues that are arising in connection
with Zimbabwe’s efforts to accelerate the
development of the sector, while at the
same time, attracting private investment and
promoting increased competition among
service providers. Zimbabwe faces numerous
challenges to adopt and adapt E-Government
applications and seize the opportunities
presented by substantially enhanced ICT
capacities, as proposed in this Report.
There is also a need for increased emphasis
on development of professional networks
that can contribute to the development of
policies and program for the ICT sector.
The networking of trained individuals is
critical for organizational cooperation and
the development of the sector. There is need
for more forums to bring the majority of
networking managers together. Although
there are IT workshop and exhibitions being
held in the country, such as IT Africa and
some workshops by the Computer Society of
Zimbabwe, most organizations are reluctant to
participate.

12.5

AN ACTION PLAN TO
ACCELERATE ICT
DEVELOPMENT

12.5.1 Strategy for the Decade Ahead
Three main themes have been identiﬁed in the
analysis of backbone networks and regulatory
framework in Zimbabwe. First, the fragmented
nature of the regulatory authority (POTRAZ
and BAZ who both regulate the ICTs) impedes
efﬁcient development and harmonization
of efforts. Second, though there is some
degree of infrastructure competition in the
telecommunications sector, there is a need to
create effective competition among backbone
network operators. This is constraining
investment in high-capacity networks and
prevents the market from achieving the
economies of scale that can ﬂow from this

Source: Interview with Tel*One representative.
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technology. It also has a knock-on effect in
the ISP and the data services markets as a
whole. Third, where ﬁber backbone network
development in Zimbabwe has taken place, it
has been concentrated in urban areas and on
interurban routes, leaving smaller towns and
rural areas dependent on low-capacity wireless
backbone networks.
Successful implementation of the proposed
program for ICT over the next ﬁve years would
provide Zimbabwe with a sound ICT policy
that ensures a central role for ICT in national
development. The establishment of the
Ministry for Information and Communications
Technology in 2004 has created an institutional
base from which to direct a sound policy
environment for the sector.
In the absence of any ofﬁcial targets
for improved access to communications in
Zimbabwe, Figure 12.6 sets out some plausible
objectives, given the proposed program to
increase access to electricity outlined in Chapter
8 and the proposed completion of a backbone
network for the country by 2015. Achievement

of these targets would transform access to media
and communications throughout Zimbabwe,
especially when accompanied by increased
competition among service providers and
lower overall costs for access to these Internet
and broadband services. The effects would be
profound since it would lay the foundations
for widespread access to information in urban
and rural areas, including education and health
services in schools and community centers in
rural communities, and improved access to
information about market opportunities for
farm products and other rural-based production
activities. The penetration rate for mobile phone
use of 57 accounts per 100 people in 2020 would
put Zimbabwe at a level roughly comparable
to the current rate for middle income countries
around the world. The penetration rate for ﬁxed
line accounts, on the other hand, would be low
relative to current rates for middle income
countries in other regions of the world. Access
to Internet and broadband services in 2020
would be comparable to current penetration
rates for other middle income countries.

12.5.2 Improve International
Connectivity and Construction
of Domestic Backbone
The proposed Action Plan for ICT calls for
accelerated efforts to access multiple entry
points for the backbone ﬁber optic cables that
provide access to the international network
of submarine cables and the completion of

a domestic backbone network of ﬁber optic
cable that allows for universal access within
the country. The indicative plan for improved
international connectivity would involve
creation of six links to neighboring countries:
Botswana, Malawi, Mozambique, Namibia,
South Africa, and Zambia. For the purposes
of this Report, the length of the domestic
backbone network is roughly estimated at
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5,280 km, the cost of which is estimated at
about $63.4 million at 2009 constant prices.
(See Annex 8 for details on these estimates.)

The proposed target date for completing
the international connectivity and domestic
backbone network is 2015.

Map 12.2. Existing and Proposed Fiber Optic Network of Zimbabwe
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The program would cover the entire country and
would be executed in phases. The immediate
requirement for the proposed program is
an agreed communications master plan to
ensure reliable and efﬁcient communication
and applications development throughout
Zimbabwe. The proposed program can then
be implemented in phases by private service
providers with government support and under
appropriate partnership arrangements with the
Government as necessary. In the ﬁrst phase,
a ﬁber optic cable would be laid from Harare
to Mutare, servicing all towns and business
centers along the way, and linking up to the
undersea ﬁber optic cables operated by EASSy
and SEACOM through Beira in Mozambique.
This is the shortest route to the submarine
network. This would result in a substantial
increase in capacities along this route, which at
the present time has minimal capacities. This
phase is estimated to cost approximately $10
million. There is also need to lay a high speed
ﬁber optic link between Harare and Beitbridge
to open trafﬁc coming to Zimbabwe through
the country’s major trading partner, South
Africa, and to provide multiple accesses to
the submarine cable network of the southern
Africa region. This is the heaviest international
trafﬁc route and will provide services to towns
and business centers along the route and also
facilitate connectivity to the undersea cables
that pass along the coast of South Africa,
particularly the SEACOM cable. The estimated
cost of this link is $13 million. There is also
an urgent need for a ﬁber optic link between
Bulawayo and Victoria Falls to provide support
to the most popular tourist destination and also
provide a link for trafﬁc in and out of Zambia
through the town of Livingstone. The link
will cost approximately $13.5 million. The
route between Harare and Kariba is critical
since it provides for bulk international trafﬁc
from the north to either South Africa or to
the undersea optic ﬁber cables through Beira.
This link will cost approximately $6 million.
Other important phases of the communications
master plan would link Harare to Mtoko,
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Harare to Bindura, Kwekwe – Gokwe – Binga
to Dete, Mutare – Chipinge – Chiredzi –
Triangle to Masvingo, Harare - Bulawayo to
Plumtree. There are also other smaller rings
that form part of the communications master
plan to cover the entire country.

12.5.3 Promoting Investment
and Competition in
Backbone Networks
In addition to the expansion of the ICT network
for Zimbabwe along the lines outlined above,
the critical issue is to open the market to
competition and create a policy and regulatory
environment that is investor friendly. The
growth of ICTs in African countries such as
Nigeria has been directly linked to creating a
competitive environment, lowering barriers to
entry, and allowing market forces to determine
the pace of growth. Experience in other parts
of Africa is clear—competition encourages
investment and reduces access costs for
consumers. The telecommunications market
in Zimbabwe cannot be said to be competitive
with only one dominant player.
The proposed Action Plan calls for
concerted efforts over the next ﬁve years to
ensure there is broad-based competition in
the industry that will lead to affordable voice
and data services throughout the country.
Encouraging effective competition among
backbone networks would allow market
forces to aggregate trafﬁc onto high-capacity
networks, thus reducing costs and stimulating
downstream investment and competition
among IPSs and other data users. The proposed
program of policy reform to achieve these
objectives encompasses removal of regulatory
obstacles, reduction in the cost of investment,
removal of political and commercial risks,
and promotion of effective competition in
the downstream market. The proposed policy
of promoting infrastructure competition to
support development of the backbone network
is consistent with the experience of developed
countries. For example, in a 2006 report, the
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Organization for Economic Cooperation and
Development (OECD) observed that “opening
markets to facilities competition and the
rapid development of technology has resulted
in highly competitive backbone markets in
most OECD countries.10 The development of
geographically dispersed Internet Exchange
Points (IXPs) in larger countries has further
assisted the development of a competitive
market.”
Removing regulatory obstacles to
investment and competition. The proposed
Action Plan calls for a range of initiatives aimed
at improving the regulatory environment in the
sector and eliminating obstacles to increased
competition and expanded service delivery.
• Remove limits to the number of network
licenses. There is little economic
justiﬁcation for limits on the number of
licenses issued. This is particularly true for
ﬁber optic cable networks that do not use
radio spectrum. Experience also indicates
that where multiple licenses have been
issued, operators are willing to invest a
substantial amount of ﬁnancial resources in
ﬁber optic cable network infrastructure.
• Encourage the entry of alternative
infrastructure providers into the backbone
network market. Electricity transmission
networks pools and railway networks have
a major cost advantage in the development
of ﬁber optic backbone networks. In
practice, a number of infrastructure
companies in Zimbabwe are already laying
ﬁber optic cables as part of their internal
communications systems, and many of
these cables have substantial unused
capacity. By encouraging these (in this
case state-owned) networks to establish
operating companies to run the ﬁber assets
and by licensing them, they can be brought
into the formal telecommunications market
as providers of backbone capacity. An

institutional environment that gives these
companies sufﬁcient political incentives
and regulatory freedom will allow them to
become successful commercial operators.
• Remove constraints on the backbone
services market. The constraints identiﬁed
in Zimbabwe include restrictions on the sale
of network services and requirements to
purchase backbone network services from
speciﬁc operators, usually the state-owned
incumbent operators. The Action Plan
proposes the removal of these restrictions
to allow operators to buy backbone services
from and sell services to whichever operator
they wished. By doing so, trafﬁc could
be consolidated, providing an incentive
to upgrade networks to ﬁber optic cables
and thereby reducing average costs and
improving quality of services.
• Improve the regulation of backbone
networks. One of the key constraints on
the development of the market in backbone
network services in Zimbabwe has been
difﬁculty in enforcing contracts and
service level agreements owing to lack of
an instrument which could be used for the
courts to enforce legal actions. Chapter 4
outlines a detailed program for reform of the
regulatory framework for the ICT industry.
To enable legal measures in the market,
the proposed new regulatory authority
could improve the situation through several
measures, such as:
Establishing clear regulations on
interconnection at the backbone level
Amending licenses to increase the
enforceability of such rules, if necessary
Setting out effective quality controls and
clear dispute resolutions procedures
Collecting accurate quality of service
information to facilitate market
functionality and dispute resolution.

10 OECD (2006), “Classifying Information and Communication Technology (ICT) Services.” Working Party Paper
on Indicators for the Information Society. DSTI/ICCP/IIS(2006)11/FINAL, Paris, 2006.
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Reducing the cost of investment. Fiber
optic cable networks are usually built along
existing infrastructure networks such as roads,
railways, pipelines, or electricity transmission
lines. Most of the cost of constructing ﬁber
optic cable networks along these alternative
infrastructure networks lies in the civil works,
which typically account for about 70 percent of
total cost. These costs represent a major ﬁxed
and sunk investment for service providers.
The Government can increase incentives for
private investment in backbone networks in
three ways.
• By making rights-of-way readily available
to network developers at low cost.
Obtaining these rights-of-way is often very
difﬁcult because of the lack of a clear legal
framework and the multiple jurisdictions
involved. By simplifying the legal process
and limiting the fees that can be charged by
local authorities for granting rights-of-way,
the government can reduce signiﬁcantly the
cost of backbone network development.
• By providing direct access to existing
infrastructure which it owns through
state-owned enterprises. For example, the
railway company could partner with one
or more operators to build a ﬁber optic
cable network along the railway lines. This
approach has been used very successfully
around the world to develop extensive
backbone networks at relatively low cost.
• By providing speciﬁcally for a backbone
network development in the design and
construction of other types of infrastructure;
for example, by pre-installing ducting when
new roads are built and then leasing these
ducts to operators wishing to lay ﬁber optic
backbone networks, the Government can
signiﬁcantly reduce costs.
Steps can also be taken to promote
infrastructure sharing where it does not have
an adverse impact on competition. By sharing
network infrastructure, builders of backbone
networks can signiﬁcantly reduce costs and
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make investment in them more commercially
viable. This is particularly relevant for ﬁber
networks in urban areas where the revenues
generated by such networks are typically low.
In some cases, operators have a commercial
incentive to enter into these sharing
agreements. For example, in Nigeria, where
there has been extensive ﬁber optic cable
network rollout, operators have entered into a
variety of network-sharing agreements aimed
at reducing costs and improving quality of
supply. However, to avoid an unwillingness by
some operators to share, the Government may
need to consider the use of legal mechanisms
that will facilitate these arrangements without
compromising competitiveness in the market.
Reducing political and commercial risks.
To reduce political and regulatory risks,
consideration can be given to the use of
risk guarantees and insurance. Companies
operating in risky environments are likely to
place a premium on scalability and reversibility
in their network infrastructure investment
decisions. Scalability means that network
investment takes place in small increments,
rather than large one-off expenditures. Scalable
investments allow operators to expand their
network as demand develops, hence reducing
risk that networks are over dimensioned.
Reversibility reﬂects the ability of a network
operator to reverse investments and sell or
reuse capital equipment if necessary.
Some types of network investments are more
reversible than others. Microwave and satellite
transmission equipment can be moved and
used in another part of a network if necessary.
Since most of the capital cost of a ﬁber network
lies in civil works, such as construction of
trenches and installation of ducts, that cannot
be moved once built, investment in such
networks is largely irreversible. In this case,
investment has to be well planned and rolled
out in a systematic way to avoid future lose of
investment cost and infrastructure by any other
construction works along the road or railway
lines.
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Another measure to be considered is the
reduction of commercial risk through demand
aggregation. Two key risks faced by entrants
into any market are the risk that demand does
not develop as anticipated and that the cost
of obtaining customers turns out to be higher
than anticipated. These risks can signiﬁcantly
raise the economic cost of an investment and
create a disincentive for operators to invest in
infrastructure, particularly in physical assets
that may constitute a sunk cost. One way that
the Zimbabwe government can reduce these
risks is to act as a central purchaser of services
on behalf of all public institutions at all levels
(including, for example, schools, health
centers, and local government). By doing
this, operators effectively deal with a single
large customer rather than multiple smaller
customers, hence reducing commercial risks.
Such a strategy or policy has been adopted
by various countries where the governments
promoted the rollout of high-speed backbone
infrastructure by acting as a single purchaser
of broadband connectivity on behalf of public
institutions, hence reducing operator’s risk of
investment.
Promote effective competition in the
downstream market. Network operators and
service providers who enter the downstream
market (that is, build access networks and
offer services to customers) must either own
backbone network or access the network of
another operator. The terms under which
operators can obtain access to the backbone
networks of other operators will have a
signiﬁcant impact on the success of their
business and will inﬂuence whether effective
competition in the downstream market
develops. At the same time, the demand created
by these downstream operators will affect the
ﬁnancial viability of the backbone networks,
since they are the entities that generate trafﬁc
and revenues on the network. By promoting
effective competition in the downstream
market, the Zimbabwe Government will help
stimulate backbone network development.

12.5.4 Restructuring of
State Enterprises
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The position taken in this Report is that
Net*One and Tel*One should be privatized by
sale of all government shares to domestic and
or international strategic investors that have
an interest in expanding their role as service
providers in the ICT sector. This proposal
differs from the one that was approved by
the Government in November 2001 in which
only 30 percent of the planned equity would
be offered to a strategic partner. Following
an international tender in January 2002,
negotiations with bidders were unsuccessful,
largely because of investor concerns about the
operating environment for such investment.

As the discussion in Chapter 5 indicates, the
challenge now is to draw up credible programs
for the privatization of these two parastatals.
Each of these entities might be privatized
separately, but the other option to be explored
further is to merge the two parastatals and
privatize the resulting company. What is clear
is that the two parastatals will have to undergo
a signiﬁcant degree of ﬁnancial restructuring
prior to their privatization. As Table 12.2
indicates, they have combined assets of about
$550 million, and liabilities of about $610
million, to give a combined debt ratio of 111
percent.
After excluding long-term loans payable
within one year from end 2009, current
liabilities of about $270 million exceed current
assets by about $100 million. On this adjusted
basis, the current ratio is 0.62, that is to say, for
each $1 of current liability there 62 US cents
of current assets. The total amount of longterm loans stood at $255 million at end 2009,
$139 million of which was payable within one
year. The latter represents long-term loans that
are in arrears.
A two-pronged approach will be required
for the restructuring needed to make the
investment attractive to potential private
investors. First, there must be a substantial
improvement in the collection rate for accounts
receivable and elimination of the current policy
that prevents disconnection of customers with
delinquent accounts. In 2009, the average
collection period for Net*One receivables was
154 days and for Tel*One, it was 123 days. If
disconnections were allowed, and receivables
were brought down to 30 days, the additional
collections would amount to about $90 million.
A substantial improvement in collection of
receivables along these lines would allow for
a substantial reduction in the $240 million
of accounts payable at end 2009. The second
initiative would be to strip long-term liabilities
(including the $138 million of long-term loans
due in 2010 and the $90 million of deferred
taxes due to the Government) from the balance
sheets of the two parastatals and place these
Information and Communications Technology

in the Special Purpose Vehicle proposed in
Chapter 5 of this Report. This would remove
almost $345 million from these balance sheets.
As a result, the combined debt ratio for the two
parastatals would be reduced from 111 to about
50 percent. A revised valuation of the two
companies after such a restructuring would
then provide a basis for negotiating their sale to
domestic or international investors interested
in the opportunities for service provision in the
Zimbabwe market.

12.5.5 Revision of the Regulatory
Framework
As the consideration in Chapter 4 indicates,
the Action Plan proposes the creation of a
single regulator for the ICT sector. This would
involve the merging of POTRAZ and BAS
responsibilities. A revised legal code will
be required for this purpose. In the course
of drafting such a bill, it will be important
to deal with various other shortcomings of
the existing regulations for ICT activities,
including for example, aspects of individual
privacy, security, cyber crimes, ethical and
moral conduct, encryption, digital signatures,
intellectual property rights, and fair trade
practices. These issues used to be addressed
and administered under several acts of
parliament, but now there is a need for one
regulator. The role of the single regulator is
crucial, since the regulator often deﬁnes and
enforces the terms of access. The decision
about whether to regulate directly the terms of
access to infrastructure has a major effect on
the investment incentives.

12.5.6 Promote Universal Access
to ICT Services
A key element of the proposed Action Plan
is to set clear targets for the promotion of
universal access to the backbone network that
is to be in place by 2015. The key issue then is
to decide on the best method for implementing
this part of the program over the next ﬁve
years. Experience from other countries in
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Africa suggests that the use of state enterprises
to extend high-capacity backbone networks to
low density populations in villages and rural
communities is unlikely to be successful.
Partnerships with the private sector are more
likely to succeed. The World Bank (2010) has
set out three possible partnership arrangements
that can be used to achieve universal access to
the network.
Competitive subsidies model. Under this
approach, a license to build and operate a
backbone network is awarded. The licensee
would also be awarded a contract to build out
a network of speciﬁcations, deﬁned by the
Government and meeting its policy objectives.
The Government would give some resources
to this licensee, through in-kind or cash
payments. The contract design would also
include the terms on which backbone network
services are provided.
Shared infrastructure/consortium model.
In this model, private operators form a
consortium to build and operate backbone
networks in underserved areas. By providing
public resources to the consortium, the
Government can ensure that the network
meets public policy objectives (i.e.,

focusing investment into areas that are not
served by private operators, ensuring costoriented wholesale prices, and ensuring
non-discrimination between purchasers of
services). All of this regulatory protection can
be written into the consortium structure through
the leverage obtained by public support to the
operator.
Incentive-based private sector model. In
Zimbabwe, as in other countries, operators are
required to pay taxes and levies that typically
consist of both general taxes, applicable to all
companies in the economy, and sector speciﬁc
taxes or levies. The Government could give
operators an incentive to develop backbone
networks in commercially unattractive areas
by offering to reduce these levies in exchange
for the operators meeting speciﬁc targets.
This can be done on a competitive basis, i.e.,
a limited number of companies are awarded
the levy-reduction and they have to compete
for it, or it could be available to all. Such
“pay-or-play” schemes are not common in the
telecommunications sector, but have recently
been receiving an increasing amount of
attention.

In implementing the proposed program for
universal access, there will be considerable
scope for close collaboration with the programs

of the Rural Electriﬁcation Agency (REA). As
the consideration in Chapter 8 indicates, the
REA program has provided electriﬁcation for
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a substantial number of rural institutions in
the past decade. It has an equally ambitious
program for Phase II which will be implemented
in the decade ahead. As Table 12.3 indicates,
electriﬁcation rates are high for secondary
schools, rural health centers, government
ofﬁces and business centers, but are much lower
for primary schools and villages. Successful
implementation of the REA program for the
decade ahead will allow for a substantial
increase in access to communications services
in these communities.

12.5.7 Development of e-Government
and Other Applications
Implementation of the proposed Action
Plan over the next ﬁve years will allow
Zimbabwe to improve its e-Government
services. The Government is currently
working on an e-Government framework
and strategy for implementation. In the draft
ICT bill, the Government had planned to
deliver to e-Government strategy as well as
an implementation plan by June 2010. This
strategy is still under review but is expected to
be made public shortly. The plan is expected to
address the following issues:
• Developing an e-Government strategy,
including, for example, the adaption and
strengthening of the legal framework digital
signatures and combating cybercrimes.

Other areas of concern include (i) use of
e-Government to transform cumbersome
public administration and service delivery
processes and thereby increase efﬁciency
of government operations; (ii) promotion
of the empowerment and participation of
citizens, thereby contributing to strengthening
democratic processes; (iii) promotion of
increased transparency and accountability,
thereby leading to better governance and
reducing opportunities for corruption; and
(iv) promotion of the use of ICT applications
in other development sectors (e-Business,
e-Health, e-Education), thereby opening
opportunities to expand access to social
services and promote business opportunities
through, for example, online notices on
public procurement opportunities. A detailed
list of possible application for enhanced
e-Government is set out in Annex 8.

12.5.8 Institutional Capacity Building
and Skills Development

• Promoting the use of e-Business services
and products to at least 20 percent of all
services/product ranges for all public
entities by January 2013 and 30 percent by
January 2014.

Successful implementation of the proposed
Action Plan for the ICT sector will require
support for a number of capacity building
initiatives. Key institutional and policy-related
activities to be undertaken include the revision
of the draft bill for the ICT sector, the creation of
a single regulatory authority for ICT, the design
and implementation of policies and programs
to enhance competition, the design and
implementation of the privatization program
for Net*One and Tel*One, the preparation of
a master plan for the domestic backbone ﬁber
optic network and mobilization of funding for
the program, and various initiatives aimed at
accelerating the development of e-applications
for government, business, health and education,
and other activities.
These various initiatives will require an
early launch of capacity building programs
within the public sector. The proposed new
regulatory authority, for example, will require
well-trained (and experienced) staff familiar
with the wide range of technical matters,
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• Developing and implementing functional
websites with communication portals for
each government ministry.
• Establishing and linking at least one
community information center in each
province to government websites/portals
for the provision of e-services by December
2011.

including establishment of service standards
for the industry and design and enforcement
of competition policies. The design of
the parastatal privatization program and
negotiation with potential investors will need
to be supported by a team that embodies legal,
ﬁnancial, and technical expertise. If need be,
the services of specialists with appropriate
international experience will be required
for these negotiations. Arrangements for the
development of e-applications will also need
to be put in place as well.
Increased emphasis within the Government
on the use of information and communications
technologies will require development of
training programs for the signiﬁcant numbers
of civil servants that would make use of
these technologies or be responsible for their
introduction and subsequent management.
Given Zimbabwe’s loss of these types of
technical skills during the past decade,
speciﬁc training programs will be needed to

rebuild communications technology skills
within Government and in the workforce at
large. Such initiatives will need to extend
beyond the civil service and will need to
involve a variety of educational institutions,
including those noted earlier in this chapter
that are active in building public awareness
and skills.

One urgent requirement concerns the
development of an action plan for the creation
of the national broadband backbone. An initial
benchmarking of the current state of network
development against other countries could

provide an assessment of how the broadband
market is performing relative to other countries
and what the future requirements may be. This
could be followed with an analysis of the
constraints on network development that, for
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12.6

IMPLEMENTATION OF
THE ACTION PLAN

12.6.1 Execution of the Action plan
The policy options and programs presented in
this Report indicate that achieving the objective
of widespread broadband service availability
involves a number of interrelated decisions
the implementation of which is likely to be
challenging. The indicative schedule for the
Action Plan is set out in Table 12.84.

example, may stem from lack of international
connectivity, shortcomings in the regulatory
framework, competition policy, and related
issues. Once a clear diagnosis of the situation
is available, a menu of policy options can
be designed to address the problems. Before

options are selected, a clear assessment of the
costs and the beneﬁts of these options would
be required. The ﬁnal stage in the process is to
select the appropriate set of policies that will
address the problems identiﬁed.
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Another high priority is to undertake
an assessment of the current draft bill for
the communications sector in the light of
decisions that the Government may make
about action on the various proposals set forth
in this Report, especially with respect to the
regulatory framework, competition policy, and
policies related to promoting universal access.

12.6.2 Assessing the costs
and the beneﬁts
A key step in implementing the backbone
policy framework will be an assessment of its
costs and beneﬁts. It is challenging to estimate
the value of the beneﬁts for two reasons.
The ﬁrst relates to deﬁning the beneﬁts of
backbone networks. As one element of the
broadband supply chain, backbone networks,
on their own, do not deliver the ﬁnal product
to customers (i.e., broadband connectivity).
If backbone policy is not placed within
the overall context of broadband policy,
it is unlikely to be effective in increasing
connectivity to end users. However, by doing
so, it is difﬁcult to attribute causality directly
to the backbone policy since the beneﬁts could
be equally ascribed to policy actions taken on
international connectivity or access networks.
The second reason relates to the uncertainty
surrounding future broadband development
in Sub-Saharan Africa. Since the economic
beneﬁts arise from lower prices and greater
consumption of broadband connectivity,
estimation of the beneﬁts of backbone policy
will require a forecast of broadband take-up
following policy implementation.
Notwithstanding these challenges, a
basic analysis of the costs and beneﬁts of an
overall policy designed to boost broadband
connectivity should be undertaken. The
starting point of this analysis would be an
assumption that the Government would
undertake a comprehensive approach, aimed
at all the major potential bottlenecks in the
broadband market. The potential beneﬁts
of this type of broadband policy lie in the
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additional consumer surplus that would be
generated by meeting increased demand for
broadband connectivity and the long-term
boost to economic growth that might accrue
from increased broadband connectivity. There
are few robust estimates of the parameters
required for such calculations, so there would
be a considerable margin of error surrounding
any such estimate of the beneﬁts. Estimating
the costs of broadband policy initiatives,
however, is likely to be more straightforward
since these are based on deﬁned actions by
the Government to which cost estimates can
be attached.

12.7

CAPITAL EXPENDITURE
PROGRAMS FOR ICT

12.7.1 Capital expenditure program
The total cost of the proposed Action Plan is
put at about $82 million for 2011-20 (Table
12.5). This includes $8 million for technical
support and training for institutional initiatives
and capacity building and $5 million for
the launch of a series of new e-applications
that support the overall policy of promoting
universal access in the decade ahead. The
main item is the installation of the ﬁber
optic backbone network, the cost of which
depends on the topography and availability
of ducts or other structures. The average
cost of burying ﬁber optic cable is assumed
to be $12,000 per km (at 2009 constant
prices). Where the pylons of electricity
transmission networks are available the costs
of installing backbone is around $4,500
per km. the table below shows the total
investment cost needed to lay ﬁber-optic
on major and primary routes in Zimbabwe.
As Table 12.5 indicates, the estimated cost
of the landing platforms and backbone is about
$70 million at 2009 constant prices. About
70 percent of the cost of the ﬁber network
is expected to be for civil works associated
with laying the cable. These costs do not vary
with respect to the volume of trafﬁc that the
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network carries. In fact, the only costs in ﬁber
networks affected by capacity are the costs
of transmission equipment, which typically

comprises less than 10 percent of the total cost
of the network (Williams 2010).

The cost structure of wireless backbone
networks is very different. A much lower
proportion of the total costs are ﬁxed with
respect to the capacity of the network, so
total costs are more directly affected by the
volume of trafﬁc carried. The cost of wireless
networks is therefore more scalable. This
is an important reason why, in an uncertain
market during the early stages of network
development, operators are more likely to
invest in wireless-based backbone networks
than in ﬁber-optic networks, even if from
an ex-post point of view, it might have been
cheaper to use ﬁber. A consequence of this
scalability is that operators are less likely to
have excess backbone network capacity than
might have been the case if they had invested
in ﬁber networks.
This fact has implications for the market in
backbone services because the marginal cost
of capacity on a network in which there is
large margin of spare capacity is much lower
than on a network that is scalable. Operators
with spare capacity have a strong commercial
incentive to sell that capacity and, since its
marginal cost is low, any competition among
operators could be expected to reduce prices.
An operator with a predominantly microwave
backbone network, on the other hand, is likely
to install the amount of capacity that it requires

to meet its own trafﬁc needs. If it were to decide
to sell backbone capacity on a wholesale basis,
additional capacity would have to be installed.
The operator has less incentive to enter into
this market and, if so, competition with other
operators would be less likely to drive prices
down as quickly or as far.
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12.7.2 Cost of Rollout to Underserved
Rural Communities
As noted above, the length of the network
that would link about 30 towns and regional
and primary routes will involve about 5,280
km of ﬁber optic cable. The average cost of
capacity on the network is a function of both
the length of the network and the volume of
capacity being carried. Because trafﬁc volume
would be much lower and the network length
longer in the periphery of the network than in
the core, the cost per unit of capacity would
be approximately 180 percent higher. This cost
structure also determines the proﬁtability of the
network and therefore the subsidy that would
be required to make it ﬁnancially viable. In
this scenario, the required government subsidy
is estimated to be in the range of $20 - $28
million at 2009 constant prices, equivalent
to about 30-40 percent of the total network
investment required.

Zimbabwe Report 337

12.8

FUNDING
ARRANGEMENTS FOR
THE PROGRAM

The bulk of the funding for the program would
come from private investors (Table 12.6).
There are a number of options for the design of
the ﬁnancing program. One is that a consortium
of investors that fund the entire program, but
receive a government subsidy estimated at $25
million for extension of the network into more

Another possible option might be for the
Government to initiate the rapid deployment
of submarine connections by issuing a tender
for the construction and operation of the links
under a Public Private Partnership (PPP)
arrangement. A consortium could be formed
to supply and operate the links (within given
speciﬁcations and on an open access basis). In
this model, the Government would contribute
funds for the universal access program. The
Government would award the contract to
the bidder requiring the lowest government
contribution. In this case, a Special Purpose
Vehicle (SPV) would be established to
construct and operate the infrastructure, in
which the Government would have an equity
stake and would receive a share of the returns.

remote and less densely populated areas of the
country. The $43 million of private investment
required might come in the form of $13 million
of equity and $30 million of debt ﬁnancing
(that is debt ratio of 70 percent). In negotiating
such an arrangement it would be important
for the Government to ensure that there is an
open access policy with respect to the landing
station. Such a policy would ensure that
additional service providers have the option of
operating on the national backbone.

The advantage of this option is that it leverages
relatively small budget supported ﬁnance
to achieve a much larger investment whilst
ensuring open access. At some stage in the
future a proportion of the SPV could be offered
to the Zimbabwean Stock Exchange.

12.9

ECONOMIC IMPACT OF
THE ICT PROGRAM

A key conclusion of the two World Summits
on the Information Society (WSIS) in Geneva
in 2003 and Tunis in 2005 was the recognition
that ICTs are not only drivers for economic
growth, but a key component in addressing
development challenges.11 Although there is
still debate on whether growth in ICTs causes

11 OECD (2009), Guide to Measuring the Information Society. Paris, France, 2009.
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economic growth or economic growth leads to
ICT growth, some available evidence suggests
that GDP and telecommunications growth
have causal effects in both directions.12
The economic impact of this proposed
program is expected to be substantial. With
respect to mobile telephony, which has greater
relevance for Africa, the available evidence
suggests that a 10 percent difference in mobile
penetration levels translates to a 0.6 percent
difference in economic growth rates.13 When
the same (Waverman) model was speciﬁcally
applied to developing countries, it was found
that the impact was in fact double the average:
a boost in economic growth of 1.2 percent for
every 10 percent rise in mobile users (GSMA,
2007). Recent studies have concluded that, in
fact, the development impact of mobile phone
technology is understated by as much as 75
percent, because analyses have tended to focus
only on the direct impact on GDP, and have
ignored the indirect impact on downstream
industries and consumer beneﬁts.14 Considered
together, the impact of mobiles on economic
development comes to 8 percent of GDP
(McKinsey, 2006; Waverman, Meschi, and
Fuss, 2005). Empirical evidence from the
East African countries of Kenya, Tanzania,
and Uganda shows that in 2006, a 10 percent
increase in mobile penetration was estimated
to have contributed as much as 1.25 percent to
GDP (Deloitte, 2007).

In a GSM Association report in 2008, it is
estimated that for every dollar invested in the
mobile industry in Africa between 2000 and
2012, US$0.80 will be earned as tax revenues
by governments, with more accruing indirectly.
The report argues that lower taxes will increase
usage and in turn increase revenues, as more
people can afford to be connected. It is further
argued that the “dead weight” loss caused by
mobile taxation is likely to be more signiﬁcant
when demand is relatively elastic, and when
industry has relatively high ﬁxed costs and
relatively low marginal costs.15 Clearly, a
case can be made for the growth-enhancing
potential of telephony and ICTs in general. A
key question, however, is whether this growth
generated by ICTs and telephony can be linked
to poverty reduction efforts in post-crisis
Zimbabwe.
Investment
in
telecommunications
infrastructure, such as backbone infrastructure,
is considered part of productive spending,
as it has an effect on long-run aggregate
supply. Such investments were found to have
signiﬁcant effects on growth.16 The impact is
twice as large for those economies that already
have a substantial network infrastructure
in place, and/or have achieved universal
coverage. A study of OECD countries over
1985-97 observed that a 1 percent change
in GDP corresponds to roughly an 8 percent
change in investment, demonstrating large

12 See, for example, Hardy A. P. (1980), “The Role of the Telephone in Economic Development,” Communications
Policy, December, 1980; Cronon W. (1991), Nature’s Megalopolis: Chicago and the Great West. Norton, New York,
1991; Norton S. W. (1992), “Transaction Costs, Telecommunications, and the Microeconomics of Macroeconomic
Growth,” Economic Development and Cultural Change, 41 (1), 175-196; and Alleman J, C. Hunt, D. Michaels,
D. Mueller, P. Rappaport and L. Taylor (1994), Telecommunications and Economic Development: Empirical
Evidence from Southern Africa. 10th Biennial International Telecommunications Society Meeting, Sydney,
Australia, 1994.
13 Waverman , Leonard, Meloria Meschi, and Melvyn Fuss (2005), “The Impact of Telecoms on Economic Growth
in Developing Countries,” The Vodaphone Policy Paper Series, (2), pp. 10-23.
14 McKinsey & Company (2006), “Wireless Unbound: The Surprising Economic Value and Untapped Potential of
the Mobile Phone,” McKinsey & Company White Paper, December 2006.
15 Hausman J. A., G. K. Leonard and J. G. Sidak (2007), “Patent Damages and Real Options: How Judicial
Characterization of Non-Infringing Alternatives Reduces Incentives to Innovate,” Berkley Technology Law
Journal, Vol. 22 pp. 825-853, Fall 2007.
16 Röller, L. H. and L. Waverman (2001), “Telecommunications Infrastructure and Economic Development: A
Simultaneous Approach, ” American Economic Review, 91,4, 2001.
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telecom investment sensitivity to the economic
climate (OECD 2009). Indeed, the economic
decline in Europe in the year 2000 saw severe
declines in telecommunication investments.
Work by Quiang and Rossotto in 2009,
shows that access to affordable, high quality
broadband and mobile phone services promotes
development across all levels of an economy.
A 10 percent increase in high speed internet
connections is shown to result in an increase
of up to 1.3 percent in overall economic
growth. The evidence also shows that different
ICT technologies have different impacts on
growth, with ﬁxed telephony having the lowest
impact and broadband the highest impact.
Such evidence suggests that embracing new
ICTs could enhance productivity growth and,
depending on how the beneﬁts of growth are
distributed, could help reduce poverty.

12.10 MANAGING RISKS AND
UNCERTAINTIES IN
THE ICT PROGRAM
A number of risks and uncertainties can
impede progress towards a well-integrated
and competitive communications network in
Zimbabwe that is widely accessible. For the
purposes of this Report, risks and uncertainty
associated with the design, funding, and
implementation of the proposed program are
of particular interest. In that connection, the
most prominent risks and uncertainties center
on (i) uncertainty about the prospects for
modifying the present contents of the draft
ICT Bill and securing its subsequent approval
and adoption, (ii) delays in actions designed
to improve the operating environment for ICT
services, (iii) prospects for early establishment
of a uniﬁed regulatory authority to facilitate
the convergence of ICTs in Zimbabwe, (iv)
the extent to which restructured Net*One
and Tel*One will attract private investors, (v)
extent to which a policy of universal access
will be constrained by inadequate access to

electricity supply on a regular basis, and (vi)
shortages of skills required for implementation
of the ICT program.

12.10.1 Adoption of the Draft ICT Bill
To accommodate the full range of proposals
set forth in this Report for the reform of the
ICT sector, the current draft of the ICT Bill
would need further review and modiﬁcation.
Early action on these modiﬁcations is required
to expedite the implementation of the proposed
Action Plan for the ICT sector. Adoption of
the current draft without modiﬁcation would
pose difﬁculties for full implementation of the
program in a timely manner. Early approval of
the modiﬁed Bill will facilitate implementation
of the Action Plan.

12.10.2 Strengthening the Operating
Environment for ICT
The introduction of advanced IT applications
requires an enabling environment of
business process change and human resource
development, as well as the careful design of
appropriate applications themselves. If the
applications are to interact with the wider
world, a range of technology, ﬁnancial, and
skills requirements needs to be satisﬁed by
suppliers and consumers as well. All too often,
these requirements are lacking. It is essential
that Zimbabwe is cognizant of these pitfalls as
it moves ahead with its ICT program. Many
developing countries still have yet to extend
the beneﬁts of well-regulated competition
throughout the ICT sector. It is clear that this
broader environment becomes ever more
important with the ongoing convergence of
technologies in the industry. Recent World
Bank surveys of more than 20,000 businesses
in roughly 50 different low- and middleincome countries indicate that ﬁrms using ICT
see faster sales growth, higher productivity,
and faster employment growth (Qiang, Clarke,
& Halewood, 2006).17At the same time, the

17 Qiang, C., G. Clarke and N. Halewood (2006), Information and Communications for Development: Global Trends
and Policies. World Bank, Washington, DC, 2006.
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record indicates that the introduction of ICTs
is highly complex, with evidence from both
developed and developing countries alike
of signiﬁcant failure rates. One study of the
introduction of online purchasing systems,
for example, found that only 40 percent of
companies saved money when they deployed

systems as part of a change management
process. Even more revealing is that only 3
percent of companies managed to save money
from online procurement systems, if they were
introduced without an accompanying process
of change management.
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12.10.3 Establishment of a Single
Regulatory Authority
An early decision on streamlining the regulatory
processes and responsibilities for the ICT
sector will facilitate implementation of the
proposed Action Plan. Delays in key decisions
about these institutional arrangements will
slow the overall development of the industry
and impede its competitiveness with these
industries in neighboring countries.

12.10.4 Privatization of Net*One
and Tel*One
Early action on the manner in which Net*One
and Tel*One are to be restructured and
privatized will remove uncertainty about the
manner in which ﬁxed line services will evolve
and the future role of Government in the actual
provision of mobile and landline services. A
decision to leave the provision of these services
to the private sector, and conﬁne the role of
Government to regulation, oversight and
support for skills development will improve
the prospects for additional private investment
in the industry.

12.10.5 Access to Electricity Services
Electricity plays an important role in all ICT
applications. Inadequate power generation
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and unreliable transmission and distribution
capacity have had a direct impact on ICT
development strategies in Zimbabwe. There
cannot be a meaningful digital revolution
if there is no electricity in full supply. Mail
servers, web servers, routers, switches, and
base stations all need electricity to operate.
For full implementation of the proposed ICT
strategy, Zimbabwe will need reliable power
supplies and broad-based access to these
services, including in rural areas.

12.10.6 Availability of ICT Skills
There has been a signiﬁcant exodus of ICT
skills from Zimbabwe in the past decade.
Successful implementation of the proposed
Action Plan will require a concerted effort
to rebuild these skills in the workforce in
general. It will also require a broad-based
program of training for large numbers of civil
servants. Delays in developing these training
and education programs will impede full
development of the proposed Action Plan and
as a result, the gap in ICT services between
Zimbabwe and other African countries may
persist. This risk highlights the importance
of skills development and related business
processes within companies and Government,
as well as programs to improve ICT awareness
and skills in the workforce at large. 
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ANNEXES

Please see website
http://www.afdb.org/en/countries/southern-africa/zimbabwe/
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