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Develop A Global
Partnership For
Development

8
GOAL

TARGETS:

12. Develop further an open, rule-based, predictable, non-discriminatory trading and

financial system.

13. Not Applicable

14. Address the special needs of the country’s landlocked status.

15. Deal comprehensively with the debt problems.

16. In cooperation with strategic partners, develop and implement strategies for decent

and productive work for everyone.

17. In cooperation with pharmaceutical companies, provide access to affordable essential

drugs.

18. In cooperation with the private sector, make available the benefits of new technologies,

especially information and communications.

INDICATORS:

36. Total Trade to GDP ratio

37. Not Applicable

38. Cost of transport per kilogram per kilometre by rail, road and air

39. Total debt as a percent of GDP

40. Overall structural unemployment

41. Proportion of population with access to affordable essential drugs on a

sustainable basis

42. Personal computers per 1000 people

43. Real GDP Growth

STATUS AND TRENDS

Zimbabwe is facing serious socio-economic and

development challenges. These have been

compounded by general international isolation and

a changing political landscape.  Rekindling

relations with the international community is

important in addressing the issues of finance,

trade, investment debt and aid flows, which are

critical for economic revival.

Finance and Investment: In the last five years,

Zimbabwe has witnessed dramatic drops in the

flows of both Official Development Assistance

(ODA) and Foreign Direct Investment (FDI).

For example, ODA flows declined sharply by 67%

from a peak of US$400.31 million in 1995 to just

US$132.98 million in 2001, while Net FDI

experienced a 95% decline from about US$98

million in 1995 to US$ 5 million in 2001.

Moreover, gross capital formation (total

investment) declined significantly from 24.9% of

GDP in 1995 to just 8.8% of GDP in 2002. Much of

the decline in capital formation is attributable to

the sharp fall in private investments, which fell

from 18.8% of GDP to 5.3% of GDP between 1995

and 2002, as compared with public sector

investment, which experienced a lesser drop from

6.2% of GDP in 1995 to 3.5% of GDP in 2002.

The decline in public investment can be explained

by recurring drought and floods in the region,

which diverted resources towards drought relief

, while the sharp decline in private investment is

linked to the unstable domestic macroeconomic

environment. Capital formation has declined as a

result of the depreciation of the local currency,

which has resulted in resources being channelled

largely to consumption spending rather than

investments. Furthermore, the negative

perceptions by international community on issues

of political and economic governance have dented
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the country’s image. Confidence in the economy

is at its lowest ebb as a result, adversely affecting

private investment and tourism.

Consequently, Zimbabwe’s level of openness, as

measured by total trade to GDP, has been on

a downward trend since the mid-1990s (see

Figure 8.3).
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Trade: Zimbabwe is committed to maintaining an

open trade system that is beneficial to developing

countries. This is reflected in her membership in

various regional and international bodies such as

SADC, COMESA, WTO and ACP-EU.

The Government has established and maintained,

since the conclusion of the Uruguay Round (1994),

a permanent structure to monitor and review

developments in the Multilateral Trading System

(MTS) in the form of a multi-sector/multi-

institutional ‘National Standing Committee on

Trade Policy’. At the regional level, Zimbabwe has

signed the Free Trade Agreement on Trade within

SADC and COMESA.

However, recent economic decline associated

largely with foreign currency shortages, and a

severe budgetary constraint, is impacting negatively

on trade. Since 1995, export earnings have dropped

by 40%, while imports have declined by 21%. This

has put pressure not just on resource availability,

but it has also starved industry and forced numerous

company closures, further worsening

unemployment and poverty (see figure 8.2).
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Competitiveness: Zimbabwean industry is largely

uncompetitive mainly as a result of inheriting

import substitution practices, which used to

guarantee most firms the domestic market. On

the international market, a small number of firms

are sustained through past arrangements such as

the Zimbabwe-South Africa Trade Agreement

and, recently, the Lome Convention. These

characteristic features have made Zimbabwean

industry unable to compete in a fully liberalized

trade regime.

The current unstable macroeconomic

environment  has further exacerbated industry’s

poor competitiveness. Zimbabwe’s compe-

titiveness problems are further worsened by its

lack of access to the sea. High transportation

costs and fuel shortages have meant that most

goods in the country are either traded far above

their market value or are in short supply. It is

currently estimated that Zimbabwe has 41.3

telephone lines per 1000 people and 12 personal

computers per 1000 people, well below global

averages. It has been suggested, therefore, that

achieving the world average of 70 personal

computers per 1000 people  would help enhance

the country’s competitiveness (see Figure 8.4).
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The role of the financial sector is pivotal to

enhancing competitiveness in Zimbabwe. Though

Zimbabwe’s financial system is open and fairly

liberalised, the country’s financial coverage has

stagnated at around 42% of GDP for the last ten

years. An expansion of the financial sector to make

it more supportive of the Small to Medium

Enterprise (SME) sector would contribute

immensely to the growth stimulus, while making

significant inroads to poverty reduction.

External debt: Zimbabwe’s total external debt is

currently estimated at US$5,182 million as at

September  2003, of which external arrears

amount to some US$1,682 million. The total

external debt to GDP ratio has worsened from a

high of 64% of GDP in 1998 to 173% of GDP in 2003.

This suggests that Zimbabwe’s debt is currently

unsustainable, based on international criteria.

CHALLENGES

The greatest challenge for Zimbabwe’s future

development is formulating a global partnership

strategy, in the context of a broad-based, pro-

poor macroeconomic policy framework. The global

partnership strategy should seek  to address the

following:

Enhanced market access from the ACP/EU

Economic Partnership Agreement (EPA)

negotiations.

Benefits of the WTO Doha negotiations for

Zimbabwean agriculture, industry (including

pharmaceutical manufacturing) and services;

The impact of regional trading bodies (SADC,

COMESA, TICAD, SOUTH-SOUTH Cooperation

etc.) on Zimbabwean industry;

To extract maximum benefits from  New

Partnership for African development (NEPAD)

for Zimbabwe; (forging economic linkages with

global economy)

Opening new markets for Zimbabwean

products (south-east Asia, Central Asia etc.).

SUPPORTIVE ENVIRONMENT

To lay the foundation for economic recovery and

to prepare the country for the challenges of

globalisation, decisive action is needed. The major

issues to address in the medium to short-term

would be to design and implement a broad-based,

pro-poor macroeconomic policy framework that

would guide the economy towards full recovery

and lay the foundations for macroeconomic

stability, sustained economic growth and

development for poverty reduction. So far,

building blocks are being put in place in the form

of a National Poverty Reduction Strategy and a

Macroeconomic Consistency Framework. In the

meantime, there is in place short-term measures

to address economic recovery under the 12-month

National Economic Revival Programme (NERP).

In addition, given the country’s advantage of its

existing human resource endowment, physical

infrastructure and natural resource base, there

is the strong possibility for a quick turnaround of

the economy to support the attainment of the

millennium development goals and 2015 targets

set out in this report.

Develop A Global Partnership For Development

As a Nation with Oneness
of Purpose, Together we

can Score this Goal!
“

”
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