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I. . GENERAL OVERVIEW- OF THE FRAKEWORK

1. This rather brief paper addresses itself to the objective of the radically
restructured cconomic system of the Union of Soviet Socialist Republics
{USSR)  from the point of vieéw of poSsihle'traée'prospects for the Zimbabwean
SCONOmY » Basically |because according @ to Hr.  Hikhail Gorbachev} - his
apnouncement represented a definite “Radical Restructuring Econcmic
Kanagement",l/ that was never before maglned by the Sov:.et people and even
the worldé at largu.

2. HoWever it is importént'to staté from the outset that  the changes have
not. paved the way for the emergénce of private Soviet enterprises 1like is
the . practlce in the market cconomy countries. ~ What has been attcmpted is

to. give more leeway to them than had hitherto been the case. They are bcing_'7

allowed to enjoy more commerc1a1 freedom agalnst proved efficient management
of their respective enterprises. It is therefore these rnew - leeways and
others which this papex will attempt ‘to exaimine more c¢losely with a view
to suggesting ways in which Zlmbabwean business ‘houses can exploit its
advantage within the context of the country's resources endowment.

3. MGanwh1le alsoe it shoulfi be pointed out that economic and political
relatlonshlpq between Africa and the socialist countries of Eastern Europe
{(including “the UQSR) only accelerated from about the late 1950s. It is
therefere not surprising that formal .contacts on the other hand, between
Zlmbabwe and the soC1allst countries of 'Eastern Europe, especially with the
USSR only dates back to the year of Zimbabwe ‘s own independence. Perhaps
thaet is what explains in part the presericé of the USSR gdelegation at the
Zimbabwe Conference for Reconstruction ané Developmernt (ZIMCORD]. Since
then, thére have heen several bilateral contacts. between the. two countries
both at official and " private levels.

4, Thé importance of developing trade and economic relations with Africa's

non-traditional partners especially with the USSR needs no further stressing

2/.. First apd foremost, trade creation and diversion offers tremendous
opportunities -in lessening. the vulnerabzllty of many an Afrlcan economies
who are . characteristically. dependent .on. one trading partner. Second,
increased protectionism in the principal traditional export markets to
commodities of African interest nrecessitates a search for alternatives.
Third, the USSR is not only the largest buyer or importer of many African
primary commodities but that its own envisaged expansion -cffers further
prospects for increased exports even if not necessarily foxr African end
products. Fourth, the current restricted interpretation of interdependence
can possibly be’ nuftu:ed on a more mutually advantagecus basis to both

17 mMikhail Gorbachev, “On . the -Tasks of the Party in the Radical
Restructuring of Econcmic Nanagewment®, - The Report -and Concluding
Speech by the . General Secrctary of the CPSU Central Committee,
June 15-26, 1%87., Wovosti Press Agency Publishing House, Llioscow,
1987. : ) . .

2/ ©See ECA, Prospects for Developing wraae between African Countries

and the USSR and Major Market QOpportunities, E/ECA/TRADE/90Q, Addis Ababa

28 August 1987.
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parties. 'The other assumption in this is that such a course of action offers
opportunities for the rules of the game to be structured and to avoid the
entrenchment of "the rider and horse® mentality. In. other words, where the
former, the developed incustrialized countries and especially their
transnationals take such a situation for granted as they rlde on the less
develcped Dartneru

5. Conseeuently there have been a number of resolutions adopted by the various
African leégislative bodies. Emphasis in each case was put on the need to
promote trade relations with the region's non~traditional partners. Thus:

{a) The Eighth Session of the Conference of African Ninisters
of Trade in Brazzaville in the Republic of the Congo from
28 to 31 .October 1%85 called upon both ECA and the OAU
secretariats in co-operation with UNCTAD to assist with},thé
promotion of  trade between the African and the socialist
countries of Eastern Europe. Among other things in which
they called for action were: ‘ ' ' - L

~. - "“finding ways of persuading the socialist countries of Eastern
" .Europe to. abandon - their attitude based on historical =
‘consideration -towards global proposals by . the developing
countries and .towards African exporis of. manufacrures_ and
semi-manufactures; seecking  ways of fac111tat1ng the access
of Akfrican commodity exports to soc1allst countries of Eastern
Europe, and

- encouraging trade missions and business tours between these
two groups of countries” '

(b) ECA resolution B68(X¥I) of 19 April 1986 on -trade and
development finance, not only endorsed and reiterated the
" above, but alsc proceeded to request that in promoting trade -
between the African and the socialist countries of Eastern
Europe and with China, concrete measures were to ‘include: - '

(i) ‘“Development of - effective ways of expanulng trade flows
. especially  in . semi-processed, orocess ad and
semi-manufactured products; and

(ii)- Encouragement of trade missions and business tours between
Africa and these countries.®

(c) ECA resolution 591(XXII). in considering the needs of African

' countries in this field, requested "OAU, ECA  and UNCTAD

sécretariats and the:  socialist countries of Eastern Eurcpe

to. intensify their technical assistance- act1v1t1es in this

area... to fully implement their programme f tralnlng,

dissemination of imformation and adv;sory services :on na\t;u:mal.r
.reglonal and 1nterreg;ona1 1evels
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‘6. : It was- partly in response to the above that ECA .in collaboration with
the other UN secretariats has. undertaken a number of activities. For example,
. a number of analytical ‘studies have been wundertaken for' the benefit of member
“States. ' Similarly, national and ‘interregional meetings and seminars have
been -conducted  enabling. officials to ‘exchange .and share experiences.. - In
‘addition: to ‘the: above have been. business and’ study tours for 'African
businessmen organized in a number of socialist ‘countries. = The latest. of
these 'African business tours tock place in Moscow and liinsk from 28 September
to 6 October: '1987.. This Workshop and :study tour was. -attended: by 23
partzcipants from‘ the following 18  African countries? - ‘Botswana, Burkina
Faso, - Egypt, - Ethiopia, Gabon, Ghana, Guinea, Kenya, Madagascar, lMorocco,
Nigeria, Senegal, Sudan, Togo, Uganda, Zaire, Zambia and Zimbabwe. 3/

II. THE GENERAL FRAMEWORK

'f(é} Africa's trade structures

7. Trade and economic relations between Africa and especially in the case
of Zimbabawe, with the Soviet Union is part and parcel of such relations
-at the -global level. Needless to say; it is a sum total of disaggregation
and aggregation equations, depending’ on what is to be achieved. ' First and
foremost , © . - .- :it ought to be regalized that Africa's main traditional
trading partners are the members of the Organization for Economic Co-operation
and Development (OECD). .They constitute Africa’s main markets for its exports
and . source of imports.  This group is made up of countrles of Western Europe,
North Amerlca and Japan. :

B8, 'In*dlscu551nngfr1ca!s trade structures it is also important to take
-a close look at the region's commodity composition, especially the existing
difference in each of the markets. -One most. glaring difference concerns
the low .level or -share of petroleum exported by Africa to the socialist
countries of - Bastern Europe.. This -is 'because the structure - of these

countries’ intra-regional. trade is not only of great: importance but also greatly

-determines what items they must .buy . or import from each other.. Consequently,
their import of fuels. from the USSR accounts for the bulk of the USSR and

East European foreign trade. Between 1980 and 1986, their . intra-¥egional

trade increased at an average annual‘rate of & per cent in dollar terms.
The  increase in  exports recorded for the. USSR economy was mainly. due to

the sales of fuels to the other six countries (CMBA) which increased at an' ‘average

annual rate of about 10 per cent. Implied in this also is the fact  that
African producers and exporters as well as others with a potential to export
.petrcleum may have better. prospects but' uniikely to gain a foothold as 1ong
“as the above situation continues. unchanged. : :

9. Perhaps some of these trends are better appreclated agalnst general
‘trends at the global level. For instance in the period '1980-1986 world
trade in export goods was estimated by various organizations to have averaged

3/ 'United Nations, Report of the Training Wbrkshqp on Trade Expansion
: "*j:fand -Study- Tour for Afrlcan in _-Businessmen in  the USSR {Moscow and
.TE£QQELL 28 September - 6 October 1987}, . E/ECA/TRADE/IOl, December
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3 per- cent per annum. Growth in 1985 and 1986 respectively was estimated
at a little higher than average, at 3.5 per cent. . There is however a need
for caution regarding the interpretation of statistics on annual trade values
because  of  certain va.rzatz.ons ‘between sources. It is significant however
that 1n‘Afr1ca © - . primary commodities account  for nearly 20 -per -gent

‘of < foreign exchange earnings. :On the other hand, the volume of _Amports
was -down by about one third in -1985 from . their peaks in 1982 and 1981
‘respectively. .. The - s:.gm.f.l.cance of the. adverse . trends emanates £from 'the
‘fact . since. 1980, the combined .share of exports of petroleum and _non-fuel

primary commodities has declined. A trend which reflects the world's general

depressed market . .conditions in "as far ‘as these preduct categories -are

concerned. This c¢an be said. to be a manifestation of a collapse in commodity
prices. In addition to the above is tha observad trend that in over twenty-
five developing African countries, a certain number of manufactured exports
in the importing countries have come under increasing pressure., liost of
the compelling factors in these countries have to do with measures of
liquidity and credit control designed to. restrict "non-essential” imports
in response to the above {iower export earm.ngs) ‘and decline in net capital

:lnflows.-

10. It:"-isf important. also-to note that these developments take- place"within'
a set pattern of the so called international trading system. A system which

- .according to, UNCTAD.. has. been described and discussed variously. It is a

system -that characteristitally reguires :(a) correcting the adverse tendencies
of its. own operational structure (it being understood that ‘it is circumscribed

by the rules :of the Brdtton Weods) which gave birth to the International

Monetary Fund and the International Baxik for Reconstruction and. Development
on the one hand. ©On the other hand, to the so called principle of "non-

discrimination” as .enshrined in. the -General Agreément on Tariffs and- Trade
-{GATT} to .méan: pursuance of "the most-favoured nation clause"; (b) ensuring

that appropriate ‘reforms are- implemented +to -it.-with a view o ensuring its
continued relevance to changing structures of world trade; (c) dealing with

the procblems arising from the inherent inadequacies and limitations of the

system; and (d) establishing a mechanism. to deal with d&evelopments which

oceur ocutside the field of trade policies but which affect the functioning
" of the- trading -system; so0 as to “cushion"™ their impact on the operation

of the system. 4/ -

1l. .- Admittedly, available .data is- far from being . complete. . It is

.nevertheless evident, that. since the  early 1970s, 'the composition of -the
‘region's output. has -not made’ much significant. changes.  In particular,” in

terms of both .the .region's spectrum of exports and. imports. For example,

on the import side during . the. 1983-1986 'period, machinery and transport

equipment and other manufactured goods comprised on: average, nearly 60 per
cent of total imports. A relatively new phenomenon beginning in 1984 was

‘the "increased share of food.imports, including higher levels of food aid.
These ‘increased by 2 per cent points in 1985 from 16 per cent in 1983. . This

trend was in itself a ‘reflection of the region's continuing decline in its
food output.

-_4_/Un1ted ., Natlons, ”Rev'ii;éli zing - Develojﬁment,_ Growth and _International -

Tradez Assessment ~and Policy Options, United Nations Conference
on Trade and Development, New York; 1987, pp.. 143-4. .
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12. Needless to say also about the announced changes in the ‘Soviet Union
economy ‘is that Africa has bemoaned its earlier acceptance of the concept:
of interdependence. In 'practice, it tends to apply mainly among the -
. industrialized countries themselves of which the ‘Soviet. Union "is an integral
part whilethe-majority of the developing countries continue to be on the
periphery. ECon_sequé.ntly,.‘ﬁ. shifts in policy among the industrialized _cbuﬁtries',‘l
despite the pious hopes which. are sometimes raised about the ‘mutuality of
inteérest, have only ended up. in_ creating a sort of pessimistic atmosphere
among the fragile African -economies. -Particularly since there are no visible
signs about the ability and willingness of the “international community ‘to
genuinely " restructure  the system ~of - international trade. - Let ‘alone ‘to -
encompass. .trade in primary commodities which- continue to be -  -Africa’s =
lifeblood 5/.. U L e N

(-;_:f_)

Trade and economic relat'iong wj.th---i:h_e USSR -

13.  Ssome of the ways: and means - of promoting . trade between Zimbabwe and
the Soviet Union ‘are inseparable from many of the elements briefly analysed
& little earlier.. As stated . above, . ..  the USSR is the largest trading
partner of . developing. Africa among the group of socialist countries of h
Eastern Europe. - in 1360; the Soviet Union had formal trade relations with
only six African .;:oiintrj.'e.s. Before: then also, products of the’ USSR ‘and -

other East European countries. were hardly found on the- shoppiht_‘;""list**bf SRR R

most present independent African countries.

14. Exports by thei "Séviet;:Unién to ._Afi_-ica_ in 1980 were about US_'$.1,3'5"2 ‘million
or about 1.8 per cent of its. total world exports. -These rose to US§1,614

million or 2.0 per cent in 1981, to US$1,794 million or 2.1 per cent in @

1982, to US$2,111 million or 2.3 per cent in 1983 but declined “to Us$1,763
million . or 1.9 per cent in 1984 and to US$1,567 million or 1.8 per cent
in 1985. African exports to the ‘USSR on' the ‘other hand, weré “about USS1,572 _
million ‘or 2,3 per cent in 1980, - about ‘USS1,634 million 6r 2.2 per cent
in 1981, about US$2,412 million.or 3.1 per cent in 1382, but declined slightly
to 'US$2,297 million or 2.9.per cent in 1983 and -then rose to about us$2,405
million or 3.0 per cent in 1984 and: declined again in 1985 to US$2,253 million
or 2.7 per cgnﬁg;,t: S o : R

15, On the basis of the brief statistical analysis given in the accompanyihg
tables, expott‘;-ggd .import trends do not reveal as much as is necessary about
the relative importance of the overall trade flows between this group of
countries. They do- however show certain relations -and that they''are a.
siginificant factor to envisaged economic development. The ‘overall picture
als¢e hides a number of differences which exist in the trade flows between
these two groups, - . For  instance, the 1l per cent decline in 1986
in the USSR's terms of trade (the ratio of export unit values to import
unit values) was compensated for by. large increases and opposite. movements
in the volumé of ‘exports and Amports which resulted in a doubling . of trade -
surplus. According to estimates put out by the General Agreement on Tariffs

3/ ~See Jonathan H. Chileshe, "Primary Commodities: Africa's Lifeline

~and  South-South Co-operation®, pPrimary  Comnodities: ~ Challende

to _Coroperation among Developing Countries, Research Centre for

: Co-operation with Developing Countries, Ljubljana, 1986, pp. 289-
- “ 300,
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and Trade. (GATT}, the value reached more  than - US$6 billion in that year.
6/ In the meantime also, USSR's trade surplus with the developlng countries
expanded nearly- threefold to almost US$7 blllzon and was’ the hlghest level
ever recorded with the later. -

16, Avallable data -show that Afrlga s exports to the USSR con51sted mainly

of the- follow1ng aqucultural raw materlalsﬂ cocoa, coffee; spices; natural

rubber;’ cotton;- hides .and skins. The composition differs with that destlnedr
into Afrloa s tradltlonal market of . the market economy countr;es which includes

a. large share of . petroleumand tropmoal “timber. Ba51ca11y Eecause ‘the Soviet

. Un1on is- ltself a major producer and sxporter ‘of petroleumi: Slmllarly. the

Soviet . Union does not . encourage the import of hard woods for ‘its furn1ture 
and timber 1ndustr1es. However consumption data of some of these items namely,

fibres, coffee and cocoa which rose at rates higher than average 1n the

period 1980 to 1985 also need to be treated with great cautiom: ' It is also -
perhaps most. interesting to observe other aspects of these trends. Not least

+of all the per capita consumption of  these restricted: products in the USSR
was much below the levels reached in most developed market economy couhtrles.'
1he questlon that we should try and answer is whether any such: 11ke1y increase

or rlse would be to Africa’s advantage° “In other words would a potentlal

for increased African exports exists’ only where ways can be found to, raise
the - per . caglta consumptlon rate. 'in the ‘USSR assuming that - the. partlcular_
1mport1ng country makes it a dellberate course of actron ;n favour of an‘
african exporter. >

17. . It 1s ‘therefore not without reason to reiterate doubts. regardlng prospects
for © Sovret-Afrlcan trade expansion in the  absence of such delrberate
engrneerxng. .- Perhaps it will ultimately dJepend on the paoe and scope’ of f
economic development in. the -African ‘countries themselves, - Sim;lariys‘
how the pattern of structural changes in the Soviet Unioh will be 1mp1emented,l
notw1thstandlng certain  traditional : commitments. It can hot be denied that
there "is : tremendous _potential ' for expan51on of Sov1et-21mhabwe ﬁraee'.
relatlons;f But that such a poténtial can be better:exploited where' condltionsr
are not only condu01ve _but also :where account is taken of Africa's speoral'
c1rcumstances,, These c1rcumstances include the 90551b111ty of "joint venturesf'
and counter trade arrangements. This is why it is not -enough to stop at

° the announcement of radical economic changes in the Soviet Union. It is

therefore imperative to ensure that provision is- specifically made 1n orderl'
to answer to the special dlfflcultles of the Afrlcan trade partners." :

III.  -e THE FOREIGN TRADING SYSTEM OF SOCIALIST COUNTRIES

18, To better appre01ate some of the 11ke1y zmpllcatlons of the radlcalﬁ;

- economic changes: of the Soviet Union requires more than background 1nformatlon_r

of the previous -gituation. . In other ‘words, the new - changes must be seen
agaznst other : chanqes Wthh may have taken place 1n terms of attrtudes ,and

" &/ - See GATT, International Trade 86-87, General Agreement on
Tarrffs and Trade, Geneva, 1987, p 106. ' S

P L )
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modifications to the structures. Events that have taken place in the USSR
in recent times seem to bear a nmssage of optimism for the world at large.
In particular the économlc reforms associated with Mr. Mlkhail' Gorbachev
-since he became the first General Secretary of a new breed of world les”~~-~.
. More so as a member of the postwar, generatlan with a different outlook on
the world. For one thing, his approach to fcrelgn affairs would be difficult
to understand ‘without reference to his economie policy. -

19. In a nutshell, his view point of development of the Soviet economy is
' determined by his . country's interest in the 1nternat10na1 arena. We will
therefore be forgiven, some of us,if we stress the absence of the African
interest in those priorities. It'is from this stand point, that this analysis
intends. to proceed in the hope; not only of generating full and fruitful
‘debate ‘but also’ to ohta;n wise counsel on how those chanqes can, be prof:tably

-ureprOLted._

: wi(ai Tradzng with the Socia 115t Countries of Eaatern Eurogg

20. Trade by Afrlcan countries or for that matter any other country of the
world with-the ‘socialist countries of. Eastern: Europe. iz a sum total of the
flow of exports and imports. It involves ways and means of effecting payments
o and- getting those goods and services | to - their end-uéers.- Each transaction

-is ‘a. result ‘of hard-nosed- haxgaznlng' ‘aven 1f some. will ‘try ‘and’ Dlay down

this element. . This ‘particularly is “h- case for those who e _~entiments
. of soyereign eaual;ty even 'when they krow deep in the;r hearts’ that there
are maxn dafferences between ‘the partner states.""

21. Nevertheless the structures of fore1gn trade in the sovialist countrxes
of Eastern Europe are basically the same.  They are ‘all very closely 1inked
with'nationa1~producticn ‘entities. Producers {who ‘use raw material” 1nputs
to produce whatever is eventually traded) on the onme hand ‘and these who engage
 in . foreign trade ‘(by way of exports and 1m3@rts) on the other hand, are
‘conceived and ‘considexred as nmtually responsible for the total: package of
commerclal ‘deals. The third arm of these institutions comprises the financial
mgchanisms through Wthh it in ohligatory' ta pass a11 payments for such
: transact:cns. :

2%, According to a recent study of the United Nations ‘Conference on Trade
and Development, a lot- is given about the main- framework of trading with

- socialist ‘countries of Eastern ‘Europe. 2 For instance. there has been .

‘tremendous ‘increase in the number of entitites entitled %o carry ‘out foreign
trade ogerations in many socialist cnuntries of Bastern Europe. Perhaps,
‘triggered by the. need to perform different- functigns -to-ensure the expansion
of forezqn ‘trade. 'These entities ocan be | grouped in ‘the following broad
- categor cg. “In terms’ of those whach operate in forelgn markets, they 1nc1ude.

’(i)' Specialzzed forelgn trade organi:at:ons (FTGS).

tzil FTOs or their inﬁependent off:ces 1ncorporated into industrial
‘ associations.

"52/' United Nations,’ al ading with the
c of Eastexn Euroge, UHCTAD{ST/TSC/I/ReV.l, pa:a. 10.;:1_
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(iid) JIndustrlal enterprises w;th‘ the right of  direct access to
foreign markets,-- : T : : = - '

{iv) FTos dealianwith errced veriety ofugocds (trading houses);
and : '

{v) . Foreign trade cooperative organizations.

23, Other 1mportant po1nts of departure or channels apart from the above
flve broad categories include the institutions of Chambers of:- Commerce and
each country & trade representatives abroad. This battery would be’ lncomplete
without the contribution of such instruments as signing of intergovernmental
treaties and agreements, spec1f1ca11y desrqned to cater for trade and economic
cooPerat1on° o :

- The Chambers of . COmmercea -These .institutions are considered
as non-governmental organ;zatlons. Their membership draws £from each country's
forelgn trade  organizations, industrial and. commercial .institutions. - Their
responsrbllltles Ainclude among others: promoting domestic trade and foreign
trade relations; providing information. to foreign' - firms .- and "' national
ﬁ w1th a view. to. astablishing business . contacts and . finding
additional markets, establishing . relations with foreign- 1ndustr1a1 and
commercial organizations and international organizations. They are also
responsible for arranging business visits for foreign ‘commercial and industrial
.delegations in their respective countries on the one. hand and . foreign visits
for. the1r own. nat;onal -delegations that go - to. investigate possibilities of
forelgn markets on the other hand.  Furthermore, they are responsible for
arranglng lnternatlonal trade fairs and exhibitions as. . well as dealing with
‘the  foreign trade . documents and certlflcates necessary for international
bus;ness contacts. Sl S

- Trade representatlves abroad- They are a maJor instrument
of the forelgn trade structure of socialist countries. They compllment the
-work  of the chambers of commerce and in their own right, represent their
respect1Ve country s 1nterest in . foreign trade. - They specifically promote
the development of trade and economic relations as well as forergn exchanges
with the host country. : : :

FEE - The_ 1nstrumentality of __.intergovernmental - treaties  and
agreements- - This is another  important feature :of trading ‘with* socialist
-countries of Eastern Europe which developing African countries are expected
to adjust to. HMost commonly used, are bilateral long-term trade treaties
and - agreements which - elaborate. and regulate trade and economic relations
- between them and their foreign partners, Nany of the bilateral agreements
‘have been  for periods of 10 or 15 years. In certain instances also, joint
commissions have been established between signatory . courntries to compliment

these agreements with a view to monitoring progress or implementation
of such agreements. Payment clauses form part of those agreements. A system
of clearing ,arrangements predomrnated in the initial stages but were
: suhsequently replaced by new agreements durlng the 19705 w1th the stipulation
that payments be effected in convertible currencies.
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{(b) Zimbabwe's trade with the USSR

 24. “The history of Zimbabwe's trade and economic relations with the USSR
.is relatively short: By and large, it is part of the country's relations
with most other non-t_radit-idna:l partners-and especially, Eastern Europe.

25. . Trade of the USSR is mainly with other members of thé Council for Mutual
Economic  Assistance (CMEA). There Has however been substantial trade with
the." developed : market economy countries, 'a factor which any ‘African country
contemplating to do business with the USSR is ‘bound not to overlook because
all 1likely  future trends are bound to be affected by it both in terms of
trade diversion and/or creation. Soviet trade with developing countries
has ‘been- expanding in. recent years, except for the rather low level with
develop:mg Africa.. . . e

26. Furthermore,! the ‘export commodity structure of the USSR in the period
1980-1986 was dominated by fuel and energy,  followed in second place by

.. machines’' and equipment. - Other significant®' exports - incliided ferrous metals,

;- wood and paper. products as well as chemicals. On the other hand, Soviet
- imports are characteristically dominated by engineering products. The bulk
‘of which are obtained from the other socialist countries’ of Eastern Europe.
The ‘remaining one-third are imported from. the developed market~economy
.countries., . In- other words, items imported by the USSR from sources other
than the two above include: phosphate fertilizers; natural rubber; a ‘very
limited amount. of  tropical - timber ({(which may’ seém likea contradiction of
what 'was. stated a little earlier) and paper; grain; meat and meat products;
- sugar: (mostly ' from .Cuba:on the basis of bilateral agreements); wvegetable
.oil; wegetables; cotton  textiles; clothing;. footweari: furniture’ and other
consumer ifems.: | - : : : : e : -

27. . b'_Tor-what extent therefore can some of the available: statistical data
be a useful measure of the potential of trade and economic ‘relations between
Zimbabwe and the Soviet Union depends on how the trade:is to be initiated
and sustained? Answers to some of these gquestions, could perhaps help with
the analysis of what lies ahead in the context of the recently announced
radlcal economic management of -the Soviet Union. : i .

28. Z:Lmbabwe s total world exports in 1980 was about US$1414.5: mllllon but
. then declined all through the 1980-1986 period reaching US$999.5 million
‘in 1986. The percentage share of its trade with the Centrally Planned
~.Economies was lowest in 1982 (0.8 per cent) but rose to 3.6 per:cent in 1983.
. Hence, not even. the slight increase in 1985 to US$51112.7 million was able
to improve the country's overall export performance_. ‘Zimbabwe imported from
the world in 1980 about US$12%90 million and in 1681, US$1472 million. 1In
the following years the trend was one of decline; US$1430 million in 1982;
Us$1052 million in 1983; and US$959 million in 1984 before rising slightly
~in 1985 to US$964 million and to US5985 million in 1986.
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29. On the other hand, Zimbabwe 1mported fxom the USSR durlng this perzod

-relatively more than it exported to that country. However, data in the table

-shows a relatively hlgher percentage -for . the 1986 period. Thus Zimbabwe's
1mports were: in 1981 (US$0.8 million); in: 1962 (US$2.5 million); :in 1983
{U580.7 million})s in 1984 (US30.6 million}; in 1585, the same as in '1983;
and in 1986. {about. US$0.5 million). . Zimbabwe's exports on the other hand.
were of -the. order of US$0G.6 million in 1981, about US$0.1 million .in 1982
and much less than in 1982 in the three years following -(1983, 1984 and 1985}
‘but then reached their highest level in 1986 at .an -estimated value cf U°$1
mllllono o . . ; . . S .

30, It is these.rather negative growth rates, when taken together with data
given in the tables that can be used in assessing Zimbabwe's trade ‘expansion
prospects in the context of the recent economic changes announced -in the
- Soviet Union. .Waturally, such an assessment will have to:bear in mind first
and foremost, Zimbabwe's natural resources endowment and also what clianges
the Zimbabwean economy must introduce. to be -effectively .competitive.  This
is particularly important..for such sectors as .agriculture  where Zimbabwe
has a dgreat potential (meat and meat products, tobacco, cotton,  sugar cane,
wheat). . -Similarly for certain minerals (asbestos, coal, chrome, iron ore,
© tin and gold}. In addition is the fact that Zimbabwe has a very well developed
rmanufacturing  sector with a proven capability of meeting competitively a '
variety of items .which the Soviet Union- imports from other CHEA membérs: and
also certain developed market economy countries. Some of the studies conducted
-in - this area in 1985 put . Zimbabwe's manufacturing - sector "in iterms - of
,sophistication‘and:diversity,'second;only to Cote d'Ivoire in -  -Sub-Saharan
Africa. Another_importaht-element-of the Zimbabwean economy -is .its tourism
sector as a major earner of foreign exchdnge. The gquestion becomes  one of
establishing the extent to which some of the liberal policies announced in
the Soviet Union can-rub off and. benefit the Zimbabwean tourism ‘industry?

- It will therefore be necessary. to enqulre into some of the likely inhibiting

. factors -to exploiting the tourlsm potentlal, assuming that the Soviet cxtlzens
.arethe target points.

31. _What should also not be too easily overlooked in cbnsidering'?ényi of
these factors is the fact that the USSR has most of these constituent elements
in abundance.. Furthermore, the USSR is also trying to step out of its. own
shell to become an export giant. Conversely, to become less as a major
. importer of. products of others. It therefore becomes another guestion of
- reconciliation of two opposites. How, may we ask would Zimbabwe's export
prospects fit in this: puzzle?  Some of the answers to those questlons are
‘part of the ana1y51s in the chapter whlch now follows. :
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IV. LIKELY IKPLIED MEAMING OF THE SOVIET. ECONOMIC REFORMS

.32, . It is rather too early for any cne to be categoric "about what lies in-
store for countrles iike Zimbabwe. It is.also difficult to establish criteria:
in whlch or against which ‘the: economic reforms -announced by ‘the Soviet Union
.should be assessed. - Perhaps some painstaking at analysing. what was :said

at  the’ Plenary Meetlng of the CPSU Central Committee on 25 and 26 Jupe 1987

would ‘be a good basis. - In the meantime, several scholars and@ other interest

groups have taken some trouble to understand what these reforms are about.

33. There are many other questions which go: béegging for answers. HNet--least
of these 'is the likely envisaged changes for both the Soviet Union’s fraternal
states, members of the CHEA and those who are not. In particular if the
changes ‘have. Made very significant departures .from what. is. stated in Chapter
II1 abkove? This is why' it becomes necessary to devote -a: little. space to
restating some of the main or salient: features. of the reforms themselves.
The  few sources to which we have turned to agree in part but also disagree over
certain areas. Thus there is a lot of room for other analysfs to put forward
their own assessed view on the subject.

34, . However . there is some sort of. general agreement in the light of the
various comments as p01nted out by . Roderic Lyne .that “in. economic policy,
Mr o Gorhachev has érawn & sharp elstlnctlon between his . own approach {and
Andropov' s} and the p011c1es of Brezhnev.ﬂ . &/ His conclusion is based in
the main.-on the, contents of the "Political Report“ to the 27th Party. Congress.
In hls opinion, it made no bones - about the negative- processes that had surfaced
in the late 1970s and the early 1960s. .In. other words, he openly drew a
line using 1983 as watershed for the packaqe of economic reforms his regime
wanted to_see_lmplemepted u/_

35, Therefore some cautlon ought to be’ exerc1sea by those outsxde the Soviet
Union struoture in assessing the reasons behlnd the nece551ty and essence
of the “Reform®. Particularly since there is no mistaking the fact that
it was intended first and foremost to cater for the wellbeing of the Soviet
Union's own economy.' Hence - it ‘was 1ntentlona1 ‘that lr. Gorbachev reminded
his countrymen ‘as regards the intended ‘objective of the'radical reform of
economic management. He is ‘on record’ saylng'"Comradesy today as we discuss
radical restructuring of economic ‘management we must keep & realistic picture
of the state of our economy as we entered the 1980s. By that time the rate
of economic growth had dropped to the level which v1rtua11y‘ signified the
onset. of'eoongggc stagnation.: . ¥We began to concede one p051t10n after another,
and the gap we knew in production efficiency, output guality and in:technology
as. compared withimost developed countries began to widen®. 10/

&/ Roderic Lyne, "Making waves: Mr. Gorbachev's public dlplomacyp 1985~
86" Infernatlonal Affalrs, Vol. 63, No. 2, Sorlng 1987. p. 210 - N

2/ For 1nstance, at ‘the Central Commlttee Plenum. on 23 Aprll 1985 hr.
. Gorbachev said: . "Thanks to, the Party's active work, beglnn1ng Ln
1983, we .have been. ablerto stralghten out the work of many segments

of the natlonal economy"” ,

;Q/ Mlkahll Gorbachev, op.cit., p. 36.
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3€. It is thus evident that the aim ‘of restructuring economic management
is to re-orient the economic growth of the Soviet Union from intermediary
to final, to  bring about ‘sociailyj significant results and meet the. public
needs, promote ‘all-round .development of the -individual, making technology
advancement fundamental to econemic growth and creating a dependable cost—w1$e
mechanism.  Implied in :these  changes as admitted by the Sowviet Union
authorltles is renovation of their ecornomic¢ forms of socialism, proceeding
from “"the -requirements of Soviet society's development...and thereby fund
the.scope for an economic everhaul" 11/.Tc achieve these objectives it was
considered prudent thau the system should  focus 'at least 'in the follewing
areas- : . e . . . ‘ :

" (a) ‘Firstly, a drastic  éxtension . in the margins of independence for.
- - amalgamative and factories, their ‘conversion to full-scale profit- -
" “and-=loss ~accounting  and self-financing, increased Tesponsibility-
for ‘high end results, fulfilment of obligations'to clieﬁts, a direct
linkage of the collective's' income level to its work .performance

etc, s . R : -

o (b)__Secondly, a radically restructurlng of the centrallzed economlc

o management, raising the qualltatlve ‘level and focusing it on “the

- main issués that determlne- the strategy,' quallty,' pace “and

proportlons of development for ‘the natlonal economy as a  whole

and its optimal . balance, while at- the same time decisively relleVLng

" the ‘centre of 1nterferenre;-in' the day-to-day act1v1t1es of
"subordlnate economlc bodles, :

(c) Thirdly, a cardinal reform of planning, pricing, financing and
_oredltlnq,.tranSLtlon to; wholesale trade in productive goods, and
"reorganlzed management over scientific and technologlcal progress,
_forelgn economic act1v1t1es etc.;_

_(a) FourthlyF the.creation of,new organizational structures to ensure
deeper. specialisation and more reliable  co-production schemes,
the direct involvement of -science in production and on this basis
a breakthrough_in_woxld-standa:d guality; and -

{e) Flfthly, g01ng over from an exce551ve1y centrallzed -command- system

court of mahageiment. to- a democratié¢ one,: promeoting- ‘self-administration; '
‘ereating ‘a . mechanism for - activating -the individual’s potential;,
clearly delimiting  the functions and .fundamentally changing the-
style and methods of work of Party, local government and economic
bodies.

37. The 'new system talks liberally of democracy as defined in its own terms.
Implied by the shift of democracy under the fifth area of attack above is
1ts being llnked indivisibly ‘with the active use of the various forms of
cooperatlve and’ 1nd1v1dual enterprase projects) alongside State ownership.
In’ other words, the reforms reject the emergence of prlvate enterprlses.
- What the reforms are intended to have done 15' pav1ng the way for State

1l/ Gorbachev, Ibid., pp.43-48.
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enterprlses to be able to deal dlrectly where there is such a need, with
non-state. enterprxses and prlvate in@ividuals as well as private enterprlses
of other countries. . This. includes entertaining joint. ventures with non Soviet
private enterprises in the Soviet Union.

V. SUMMARY OF. THE OBSERVATIONS

533. There are-. fundamentally two areas .to- whlch attentlon has been focused
in thls analysis. The first one is that the reforms are intended, as stated
above, to help the Soviet Union's own economy. In other words, the reforms
‘are 'bent..on helping reverse the impending. danger that has. been ‘perceived
that  the . Soviet Union could  suffer. further economic - stagnatxon. . The aim
therefore is . to stem or stop the. loss or: conceding by the Soviet economy
of che position or economic, advantage after another to other world exporters.
. vParticularly .because this has resulted in widening, . the gap. in production
.efficiency between the Soviet Union -on  the one hand and - other competitors
on the .other  hand. Secondly and not any less . 1mportant is that the USSR
has reassured its other CMEA members that the reforms are not intended . to
;‘change the status quo, exlstlng between them.

) 39.7 Some of the answers to these perplexlng quest*ons as well as the doubts
we 'ralse can be better prov1ded by none other than the off1c1als charged
.,'w1th manning the Soviet Union enterprises. Nonetheless Zimbabwe has made
a good start with this seminar which pr0V16eS a forum. Another starting
point ought to be its export potential, analysed briefly earlier which Zimbabwe
~can claim to have. For instance, how possible -is it for Soviet Union
A “enterprlses, glven' the heralded democracy, be. able to'. 1mport Zimbabwean
fproducts without first having’ exhausted supplles from other CHEA countries?
‘The 'reality of ‘adherence - by CMEA memhers, to suppllers from within their
own arrangement is enshrined in’ the protocols of their association. It is
an open -secret that "in matters of raw materials and energy, the aim of
socialist countries (members of the Counc11 for Mutual Economic Assistance)
:was to make the best use’ of the resources available in each socialist country
© as c1ted in the action which had been taken in respect of Pollsh coal...when
“all soc;alzst countries need1ng coal were obligated to supply capltal goods
‘to the POllSh coal mines to recelve in eXchange shlpments of Pollsh coal

etc.f 12/

40. Zimbabwe has a very sophisticated manufactur1ng sector.; ItS"prodoots
are of very high guality and therefore 11ke1y ‘to be competltlve in  Soviet
Union market. This is why we would like +to suggest for a course of action
to be’ 301nt1y ‘undertaken by the two countries with a view to examlnlng ways
Cdin which szbabwean products could begin to be 1mported in the Soviet economy.
'Aﬁmlttedly. there is no ignoring the temptation that officials in the Soviet
Union are pre-occupied with the task of narrowing the gap and therefore could

12/ See Jopnathan H, Chileshe, The Challenge of Developing Intra-African
Trade, +East African therature Bureau, Nairobi, 1977, p. 70.
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£ind this a llttle'dlfflcult. There is also very little 1nformat10n on- which
‘ to base these considerations about prospects ‘of expanding or taking advantage
" of the new Soviet Unlon reforms ‘as in the case of the tourism sector°

41. It is clear at least on the basis of.the-foregoing, that “treatment of
any of these issues would be no different from what takes place in dealing -
with- any other commercial transaction.. Perhaps the most likely lines of
little resrstance 1n thls partlcular case falls in one of the followrng three
opt;ons. ‘ : s SR :

{a) Government credits granted by the USSR Government through the State

Bank' on fixed terms and conditions, usuvally _ for' the financing of

- projects covered under long-term agreements. The rates of interest’

are normally fixed between 2.5 and 3.0 per cent, with amortization

periods of up to 10 or 15 years with a grace period of up to 5 ‘years.

The " guestion 'is can Zimbabwe "obtain ‘any better’ terms than. these?
‘Alternatively what can Zimbabwe offer'to attain this later goal? -

(b) Bank credits usuvally granted to’ developing countries to enable them
~ to finance their trade under terms of trade agreements with the
_Soviet Union itself. ‘These credits are for periods of about two
years. and at most not more than three years. They carry rates of
interest whlch generally follow trends 1n the world money . markets,
‘and :

(c) Commerical credits which the BSoviet Unlon s foreign trade
organizations (FTOS) are permitted to extend no different from any
other -world, commerc1al enterprise.. Interest rates are negotlable
but are never below the ones referred to 1mmed1ately above.

;42."It is lmportant therefore for Zlmbabwe to reflect on many of the 1ssues
fﬂ.highllghted. There is no doubt. that great potential. exists for. promoting
- and expanding trade with . the Soviet Union, 13/ even if we have not touched

on some of. the problems in the transport sector.. Equally important in

discussions with the Foreign Trade Organizations. of the USSR is that these

" institutions are made aware that mutuval cooperation should not start from
the point of their wanting. to narrow the Soviet Unlon s economic gap at . the
expense of the Zlmbabwean economy.

‘43. Given these circumstances it becomes _evident to relterate once more
that  both private and public Z;mbanwean export firms will requlre to. examlne
all p0551b1e available methods, necessary. in 1ntrodu01ng thelr export products

- -in, the Soviet market. For example:

13/ See ECA Propsects for Developing Trade between African. Countries and
the USSR and Major Market Opportunities, E/ECA/TRADE/90, Addis Ababa,
28 August 1987. )
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Where a trade or economic agfeément between Zimbabwe and the USSR
exists, every effort should be made to have the Agreement revised
to specifically  include: thosée export products - with specific FTOs

“assuming that these Soviet enterprlsea are now able to operate

more liberally under the "Radically: Reéstructured Economic Management"
and therefore free from interference from the top;

Zimbabwean firms should promote their export products through the
effective use. of  joint/mixed commissions but not overlooking the

‘other side of the “equation® which implies the Soviet Union'’s own

desiré to bridge their declared econcmic gap;

zlmbabwean flrms should Sponsor t*ade delegatlons from the USSR
to acquaint them with Zimbabwean. products as is the case with this
Seminar held in conjunction with the current natlon s Trade Fair;
and : ‘

The issué of credit and forms of settlement as well getting the
goods to and from, deserves equal attention.
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Tablec 1
Trénéé of-A£rica's and Zimbabwe's Trade
(#alu§ in.m111ions,of Us doiléﬁs): '
1980 1981 . 1982 . 1983 1984 1985 1986
World '
Imports 2049760 2034650 1907893 1878706 19387234 202§382 2219708
Exports 1990568 1972439 1830879 1507880 1902043 1924406 2123118
Balance of '
Trade _ -58213 -62210 =77015 -70827 85191 -102576 -96590

Developing Africa

imports = 1/ .
(Zimbabwec) 74615 85957 - 75814 68817 62836 61044 62198
(1290)  (1472) © (1430)  (1052)  (o59) (969}  (085)

Exports , 94632 75985 66011 61270 62251 61060 57923
(Zimbabwe ) (1423) (1406) (1273) {1128) {1003) {1053) (1019}
Balance of :
Trada 20017 %972 S503 ~7547 ~585 16 -4275
( Zimbabwe) (132} (=67} { 157) {77) (44) (84) {34)
Sources: {1) UN, Monthly Bulletin of Statistics, January 1988 ,

(11} UN. Monthly Bullatin of Statistics, November 1947,
(iii) UN. Monthly Bulletin of Statistics, August 1987,
{1v} UN, Monthly Bulletin of Statistics, May 1984,
{v) UN, Monthly Bullectin of Statistics. August 1983
(vi} UN. 1985 International Trade Statistics Yearbook,
Volume I, 1987 , .
(vii} ECA., Statistics Data base.

1/ 1Imports f.o.h..
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Table 2

Yecar to Ycar Changés(Grthh_Ratqs)of’Trades:=Africa and ' Zimbabwe

{per cent)

1580/8%1 1981/82‘ 1982/83 1683/84 1984/85 1985/86

- IMPORTS

world . T L0.7 6.2 1.5 5.8 2.0 9.5
Developing Africa : 15.2 -11.8 -9,2 ~5.7 L =209 1.9
Zimbabwe . 14.1 ~2.8 -26.4 ~8.8 . 1.0 1.6
EXPORTS _ :
World ~0.9 -7.2 1.3 5.2 1.2 10.3
Developing Africa -19.7 -13.1 ~7.2 1.6 - =-1.9 -5.1
Zimbabwe - 1.2 ~-9.4 - ~11.4 -11.1 5.0 -3.2

Sourca: Derived from Table 1. - = 1
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Table 3
Selécted Portion of-Zimbabwe’s-Direction of Trade Flow
(US$ million)
1980 1981
World '  1414.8 - 1407.9
Centrally planned y ‘
cconomics e - 59,7
% Centrally Planncd . 4.2
Specifically USSR (%) <o 0.8

1012.5 1010.7 1112.7

‘gpurceé IMF, Dircction of Trade Statistics, 1987,

Symbols used:
.o = data not available
. = necgligible



