
March 25, 2002 

Dr. Jambo Ngambo 
Minister, Ministry of the Interior 
Suite 405 
Government Administration Building 
Mambo 
Mazingira 

Subject: Negotiations on the tourism project with Holdev 

Dear Mr. Ngambo: 

I cannot thank you enough for providing us with this wonderful working environment in this 
hotel. That has really been much help for us to prepare our meeting with Holdev. As you re-
quested at our dinner last month, I’ve enclosed a report on how the negotiations with Holdev 
have been doing, and I hope the following will satisfy your needs. 

We are glad to report that our negotiations with Holdev are progressing positively, from the per-
spective that we are getting closer to an agreement that will be beneficial to Mazingira’s econ-
omy. Through several meetings, Holdev and our team have reached a satisfactory agreement on 
the substantial employment of Mazingirans.  

Some background information on the negotiations with Holdev will help you understand more 
clearly how they have developed. Knowing that Holdev is more than ready to invest money and 
experience in Mazingira, we focused our negotiations on our hope that Holdev will play a great 
role in reducing unemployment in Mazingira. A survey by World Federation of Labor showed 
that, in some countries such as Poland, Cambodia, and Lithuania, where Holdev has invested in 
tourism, the unemployment rate has been decreased by 3.6%, 3%, and 2.7% respectively. In 
addition, we were hoping that Holdev’s project will help unskilled Mazingirans become more 
qualified for other industries; they could acquire some basic skills and experience through 
Holdev’s internship program and through work in Holdev’s resort. In a survey by Polish Labor 
Ministry, 75% of Polish local workers in Holdev’s workforce answered in favor that working in 
Holdev’s resort was helpful for them to be hired in other companies. At last, in planning meet-
ings with Holdev, we looked at the employment issue from two angles: lower positions and 
higher positions. We did this because we expected that Holdev would be rather reluctant to ap-
point Mazingira’s unskilled labors in higher positions requiring highly skilled workers.   

Currently negotiations have been developing in a positive way. The main point of discussion, 
the number of Mazingirans that will be employed by Holdev, was determined according to both 
job status and project phase--higher and lower positions in each of construction and operation 
phase, and involved two other points, namely land and taxes. In the lower positions in construc-
tion phase, as for land, Holdev has willingly accepted our proposal to give Mazingirans jobs in 
60% of construction workforce, on condition that Mazingira let them use its land free of charge 
during the construction period. (Both Holdev and our team estimated a 3-year construction pe-
riod.) Concerning the acreage and location of land, we took up Holdev’s offer. We promised to 
rent 100,000m² of land-- including 5,000 m² for golf course-- free of charge. As specific 
agreement on Holdev’s construction project, it has been agreed that a hotel, 3 swimming pools, 
and a marina will be built near coast, and a golf course in the suburbs. 



In addition to the employment of lower positions in construction, regarding operation phase, 
Holdev approved our initial proposal that 40% of the lower status workers in operation work-
force will be Mazingirans—we asked smaller percentage than that of lower positions in con-
struction phase since manual works in construction need less qualifications than those in opera-
tion positions such as waiters and maids, with the proviso that, from the year 2005, Mazingira 
lower the current 15% tax on land to 8%, which both sides estimate would be approximately 
$100 per square meter a month. (Since the construction will be over, Holdev will have to pay 
for using land.) As for the tax reduction, we offered additional tax cut of 7% in every 10% in-
crease above 60% in employment, regardless of the sector.  

Other than the agreements on employment in lower positions in both phases, Holdev and our 
team have reached a consensus on the employment rate of the higher positions. Holdev and we 
have finally reached a compromise that 30% of higher management positions in their operation 
workforce come from Mazingira and that they provide us with a 5-year training program. (Our 
team requested employment only in operation phase, since immediate use of untrained local 
labors for construction seemed to be very difficult; it will take a long time to train these unskill-
ful workers in the higher managerial positions in construction phase, which will be conducted 
before long.) With regards to the low qualifications of Mazingirans for these managerial works, 
we couldn’t but accept that only those who finished the required management-training program 
would be the administrative workers in the operation workforce. In return for the agreement on 
30% employment and for the training program, we pledged to give tax cut. We will lower the 
current 15% tax rate on whole profit by 7%. And here also in higher positions as lower positions, 
we pledged to give additional tax reduction in the same manner as the lower positions. 

However, as lots of details haven’t been fully discussed yet, in future negotiation sessions we 
will discuss and finalize the acreage and location of land, import of construction materials, the 
nature of the lower status jobs, duration of the tax reduction, amount of expected income, other 
kinds of tax such as tariff, criteria for lower and higher status positions, within what range of tax 
exemption we are prepared to bear, who will bear the training cost, and other such minor but 
crucial details that require further attention. 

Our assessment of the present state of negotiations is quite positive. The Minister of Economic 
Planning Board said that Mazingira would boost its current 11% employment by 3% through 
provision of job openings. Although we haven’t achieved an ideal employment rate in Holdev’s 
industry, and cannot but content ourselves with the rather small allocation of higher manage-
ment positions—only in construction phase-- to Mazingirans, we have succeeded in accom-
plishing our initial proposals that Holdev hire Mazingirans in 60% of lower positions in con-
struction workforce, in 40% of lower status jobs in operation phase, and in 30% of higher posi-
tions in operation workforce. In addition, the tourism project will serve as a stepping-stone to 
educating our unskilled local labor resources. Then, consequently in near future Mazingira will 
be able to negotiate under much more favorable conditions with other companies. 

Our team recommends that Mazingira try to increase the percentage of employment at Holdev’s 
resort, showing how the additional tax reduction will be of benefit to Holdev. Moreover, it 
would be much better if we specify the criteria between lower positions and higher positions, 
and along with that, detailed percentage of employment in specific positions like executive di-
rector, department manager, and chief of a section, so that we can understand exactly what kind 
of increase we want. In addition, in our view, it is high time that Mazingira government starts a 
careful inspection on the square meters and the location of land, which will be rent to Holdev. 
On closer examination, it was proved that the whole square meters of land, which Holdev re-



quested, was unrealistic. We found that the reasonable square meters for each construction is: 
about 300,000 m² for a hotel, 1,000 m² for a swimming pool, 20,000 m² for a marina, and 
44,000,000 m² for a golf course, which comes to around 45,000,000 m² as a whole. In addition 
to the total square meters, proper location should be decided. And as our last recommendation, 
we strongly recommend that government ask the Holdev representatives to stay in Mazingira 
two more weeks and allocate additional funds for meeting expenses, so that we can discuss and 
finalize some of the crucial details in future negotiations.  

In conclusion, we’d like to say that the negotiations have developed to a point that both Holdev 
and our team can work on satisfactorily. At last, Holdev and our team have agreed that Holdev 
will hire Mazingirans in 60% of the lower positions in construction workforce, in 40% of the 
lower positions in operation, and 30% of the higher positions in operation. In return for employ-
ing Mazingirans in Holdev’s resort, we are more than ready to rent our 100,000m² of land free 
of charge and exempt Holdev from taxes during the construction period. Plus, Mazingira will 
lower the tax both on land and on their whole profit by 7% respectively. Our team believes that 
Holdev’s tourism project would be very helpful to Mazingira in boosting its employment, in 
training our workforce, and at last in strengthening Mazingira’s position in the future with other 
companies, yet we’d like to remind you of our recommendations that Mazingira government 
keeps trying to increase the employment rate and makes a detailed inspection of our land in or-
der to negotiate better over the land. 

Everyone on the team hopes that the business is not keeping you too busy, as you were last time 
we met. And we really appreciate your concern and help during the negotiation session. If you 
have any questions or suggestions, please feel free to call me, at 123-7777. We are planning to 
be at this hotel until Sunday. 

Sincerely, 

Lee Og-young 
Member 
Mazingira National Tourism Development Board 
Mambo 
Mazingira 
LOY/jch 

Enclosure: Present state of developing countries that introduced tourism last decade  


