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ABSTRACT

Zimbabwe's pre-independence economy was characterized by centralized
controls established to avoid international sanctions and to benefit the ruling
minority. The 1980s saw these controls further entrenched, albeit with some
effort to improve racial equity and considerable investment in rural infrastructure
and social services. Disappointing economic and employment growth, arising
from severe foreign-exchange constraints and barriers to entry, led to the
implementation of structural and policy reforms beginning in 1891. The effects
of the reform program during the early years were severely distorted by a
devastating drought in 1992, but there was response to the lifting of the most
important of these barriers; namely, the limited access to foreign currency and-
subsidies directed only to formal-sector producers. The most obvious benefits
were reduced transport bottlenecks, considerable increases in employment in
the informal urban sector and opportunities for small-scale milling. and
commercialization accompanied by strong multiplier effects in the rural areas.:
The strong response to maize deregulation resulted in reduced prices,
particularly for the rural and urban poor who could easily access hammer-milled
maize. The increased cost and deterioration in education and health services,
however, had large negative consequences for the poor. Unemployment, low .
growth rates, and corruption are the most visible outcomes of the reform
process, despite some successes. The inability of the economy to respond
more effectively to the decontrols arose from the inconsistencies of the
government and serious fiscal indiscipline. Zimbabwe has considerable natural,
human and infrastructural potential for development, but these can only be
realized with a reduction in the fiscal deficit which in turn will reduce
government borrowings and the interest rate. In addition, outdated restrictions
on land subdivision and state ownership of natural resources, centralized
controls, and corruption must be addressed if Zimbabwe is to avoid economic
disaster.
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AGRICULTURE AND MACRO-ECONOMIC REFORMS IN ZIMBABWE:
A POLITICAL ECONOMY PERSPECTIVE

INTRdDUCTION

Events i-n Zimbabwe during seven ygars from the start of economic
reforms in 1921 have highlighted the contradictions in the ideologies underlying
economic development and institutional reform in the country. They have also
hrghllghted the futility of undertaking partial reforms.

Zrmbabwe embarked on Ilberallzatron of its foreign exchange, banking,
rn'alr:!.(eting and pricing policies in the_early 1990s. Hovve’ver, the _flscal deﬂcrte
continued to increase and key resource allocation systems remained centrally
controlled. The gains from liberalization have been disappointing. The benefits
were. ondermined by high.inf‘lation and interest rates, caused by excessive
government borrowing. High interest rates, together with the rigidities that
prevent resources from moving efficiently, make investor response to. the
liberalized markets very difficult and haphazard. The uncertamty created by |
confhetlng messages portrayed in the rhetoric and actrons of the government
further reduce investor confidence. This paper traces some of the emergmg
political and institutional forces that have influenced economic polie; and

considers the success, constraints and potential for agriculture in Zimbabwe.



government with little to change except to try to reorient the existing state
controls to benefit black Zimbabweans. The economy was already largely under
the control of the State with all utilities, communications and most transport
and agricuitural marketing owned by State monopolies. These state owned and
controlled entefprises had been established to servirce the ruling white elite and
as a result of the international economic sanctionsr they were inward-lool;ing.
Local industries and established commercial enterprises were heavily protected
and subsidized. There was a system of price controls throughout the economy
with very strict limits on imports, effectively excluding thé deveiopment. of any
competition since most_ production involves some imported inputs. Accerss to
foreign currency was rationed, favoring companies in operation in 1966. Price
conirols, based on costs of production and fixed mafk—ups, encouraged high-
cost processes with reéearch biased toward increasing yield or quality rather
than decreasing costs (Muir and Blackie, 1994}, The economy was severgly
constrained by the distortions, controls and isolation from. the world‘econom'y.
Poor economic performance contribute& to bringing thg l':_ihodesian government
to the negotiating table. |

The euphoria of Independence in 1980 brought with it a brief respite, and
it was widely believed that with access to foreign investment, aid, a peace
dividend, and more active parficipation in the world trade, Zimbabwean

economy would boom. This it did in 1980 and 1981 with economic growth



economic rents made from military equipment purchases led to continued heavy
military expenditure throughout the 1980s aﬁd into the 1990s.

The new government produced a number of policy documents outlining
their intention of combining growth with equity rather than undertaking a radical
redistribution. “The cenfral objectives are to foster rapid economic growth, full
employment, - dynamic efficiency in .resource allocafioﬁ' and an equitable
distribution of the ensuing benefits” (Zimcord, 1981:1). Animportant part of the
strategy for achieving greater equity between rural and urban areas, and of
raising_the standards of living for the poor, was the reconstruction bf damage
from the war, the provision of better in.frastructure' in the rdral areas, and
investment in social services, especially health and education. These objectives
did not change in the 1990s but the approach to their attainment did. The
structural adjustment process, theoretically, focuses attention on market-based
growth, transparency, and access to resources. |

Few of the eaﬂy policy documents stressed food self-sufficiency or even
food security, which was taken for granted after dec-ades of assured food
supplies. However, after the poor harvests in 1982-84, food self-sufficiency
became one of the most oft-stated goals, making it politically essential to ensure
affordable, assured access to basic commodities.

The decade of the. 1980s was disappointing on both the grbwth and

equity fronts. The average annual growth rate was 2.9%, which was barely



sector in the 1980s. Despite the redirection from large to small farmers, the
resources available were inadequate to begin to meet the needs of a sector so
ignored and undeveloped for decades. By 1989 there was still only an average
of one extension worker for every 800 farmers and there were few technical

packages relevant to communal farmers in the drier areas.



The main focus of the development strategy to achieve these objectives
was to reduce government participation in the economy and to increase the rate
of savings and channel them to productive investment, to expand trade and to
encourage the operation of market forces. A!tho‘ugh not clearly articulated in
the plan, there was an increasing focus by the government after 1990 on the
need to redress raciél inequity. There was some effort to pfﬁm'ote génder
equity but less on reéional and.income equity, and very little atteﬁtioh was given
to the poor either rhetorically or in practice. |

In _1 992 the country experienced the worst drought of the century which
came after several dry years and.the country’s water and food réserv:els were
low. Mass starvation was avoided bui the cost to tHe economy was enormous
as reflected in the sha_rp decline in GDP (see Table 1). The substantially
increased government expenditure to feed the nation, combined with a .tight'
monetary policy and continued increases in military and other government
expenditure, forced -ub interest rates. Thus, while import barriers V\Vrere‘being :
lifted, high interest rates reduced investment, making 1t especially difficult for
new entrants with a low asset base. In addition, the drought diverted foreign
currency reserves th food imports. The effect of the drought was particularly
severe fér the poor as they lost more than 6_0% of their cattle and other
Ii'vestock. In 1996 mahy households had still not recovered their asset base and

in a survey of the poor, the majority considered the 1992 drought to be the



However, key elements of the reform program were not implemented and until
these are addressed, there is unlikely to be a strong response in the formal
‘sector. These reform failures, in addition to the drought, contributed to
Zimbabwe's poor economic performance since 1991. |
Trade and -.Exchange Controls
The most significant.reform under the ESAP was the devaluation of the
Zimbabwe dollar, which was accompanied by the Iiftihg of cbntrols on access
to foreign currency and the lifting of import controls. These changes removed
the most restrictive supply constraint in Zimbabwe, encouraging new
investmént and a more broadly-based expansion of the economy. . |
- The exchange rate was devalued in the 1980s at around 10% per annum
in the first five years and at about 5% per annum in the later half of the decade.
In 1990 it was devalued by 14% and in 1991 by 449%, which brought it into
line with the normally accepted currency overvaluation of arouhd 50% in the
late 1980s (Jansen and Muir, 1994). Gradual freeing of the exchange controls
took place starting with the retention of export earning‘s, the opening of local
foreign currency denominated accounts and a dual exchange rate system (an
official rate for government imports and debt service and a marked-based rate
for all other transactions). By July 1994 only one rate remained in place and
expor.fers were effectivel-y allowed to retain expdrt earnings in foreign currency

accounts {(FCAs). All foreign exchangs requirements for external payments were



The quantitative restrictions were initially replaced with some increases
in appl-ied tariffs. The Minister of Finance has the power to adjust the tariffs
{except GATT- bounded tariffs), and the statutory rates were raised, some to -
over 100% in December 1993. The tariff structure is highly complex, making
it extreme!y dlfflcult to denve a generai tanff rate applicable to a group of
commodities. One of the objectives of the reform is both to lower and simplify
the tariff levels over time. This process was started in 1994, However, in
response to requests for.domestic protection, tariff rates were broadly adjusted
in 1996 as follows: 5% for raw materials, 15% fqr partly processed goods and
conSumabIes, 30% for intermediate goods, and 50-110% for finished goods.
{EIU, 1996). Somé of the categories of intermediate goods were subsequently
revised downwards and those for finished goods up_wa-rds as a result of strong
protests by local industry. The value of tariffs and import surcharges were

approximately Z$500 million in 1991 and by 1993/94 were over Z$2 billion.?

. The free access to foreign CUrrehcy‘and open import Iicensing resuited in
se\}ere competition for Iocél manufacturers whd had beéﬁ protected for so long
*rom both internal and ekternal competition. Few companies were able to
compete successfully, especially with the very high interest rates and strong

labour unions which made restructuring and retrenchment difficult, despite

'Cafculated from the duty drawbacks in GATT {1995}



unnecessary. However, those competing with South African firms considered
their retention important to reduce the impact of South African export incentives
and internal subsidies. Export permits are still required for most agricultural
commodities and various minerals. An 0.1% levy is collected on all imports and
exports to fund trade promotion but no other lexport taxes are applied.
~ However, commodity taxes were introduced in 1996 in the form of a 10% levy
on tobacco, a principal export {tobacco contributes around 25% to total
exports). Although the levy is not an export tax it has the same effect since
over 95% of toBacco is exported. Government has proposed other agricultural
commodity taxes, with export crops as the main target.
Monetary Policy

Inflation intensified in the 1980s. By 1991 the annual inflation rate was
about 23%. Government expenditure was identified as the major source of
increasing inflation, especially as to accommodate this, money supply grew |
at around 35%. The introduction of ESAE With deregulation of i-nterest rates,
aeva!uation, and lifting of price controls, combiﬁed witt.1 the drought, resulted
in an inflation rate of 42% in 1992, The early inflationary pressures were
expected since the economy was heavily reliant on imported inputs and the -
competitive price effects from the opening of the economy would take some
time to be realized. The Reserve Bank responded by raising reservé requirements

and the rediscount rate, selling government stock, and taking other measures



rates as the Reserve Bank relies on monetary policy in the face of increasing
fiscal deficits to hold down infiation. To reduce the negative effects of high
interest rates on investment, the government allowed certain exporters, with
various limitations, access to the cheaper international financial mérkets.
Fiscal Policy

Fiscal policy has been dominated by the increasi'ng‘deficit finaﬁced mainly
from local borrowing. Under the ESAP, government expenditure was supposed
to fall to 38% of GDP and thé deficit to decrease to 2.4% (Table 2). In fact,
it has continued to escalate and at' over 10% of GDP, the deficit ié the main‘_
cause for the disappointing supply response and growth in the economy since
the ESAP was int-roduced., The budget deficit is expected to be between 12-

15% of GDP for 1998.

Table 2. Reform targets by 1995
{in 1990 prices)

Indicator Target

GDP growth '4.6% per annum

Investment $6,900 m. in productive sectors (83% by private sector)
Foreign mvestment $300 million

Savings: 24% of GDP {19% in 1985-1990) .

Govt. expenditure 38% of GDP {46% in 1990)

Budget deficit 2.4% (8.9% in 1930)

" Inflation ' 9% (25% in 1990) ~
Employment resettlement 108,500 new formal sector jobs and 50,000 new entrants to

informal sector
87,000 resettled smallholders (52,000 in 1990)

Source: Govt. of Zimbabwe, Second National Five Year Plan 1990-95.



deducted at source. In addition, there is a sales tax of 15-25% on all goods and
services®. Thus the consumption income of wage and salaried workers (those
with the highest propensity to consume locally produced goods} is severely
eroded. The negative demand effects are probably less restrictive than the
continued supply constraints, but they do affect dynamic incehtives to invest
- for the local market.

In an effort to increase revenue the Government introduced a 10% non-
tax deductible levy on tobacco; 5% on tobacco farmers and 5% on tobacco
buyers. This effectively t-rans!ates into a 10% tax on farmers since the buyers
are able to offset the tax by reducing the price paid. This tax sets a dangerous
precedent since it affects resource allocation, moving resources out of tobacco
which has a strong comparative advantage, into -other .commodities. The
government is also considering commeodity taxes on all unmanufactured
agricultural exports in an effort to raise revenue and encourage invéstment in
higher value-added industries. The experience of other African countries

regarding export taxes has been so negative that it is surpfising that the

*An additional 2.56% was added to sales tax plus an additional levy of 5% on income
tax in December 1997, but the levy was subsequently removed after mass protests. These tax
increases are to fund the benefits to be paid to ex-combatants and have been strongly opposed
by workers, ' :



concessions to new entrants and small farmers to avoid undermining the recent
progress in wider participation in the industry.

It is obvious from the graph that fiscal policy has not been corrected in
line with the stated policies. The expenses on the administrative and security
ministries have incréased or remained stat_ic whereas those in the productive
and social sectors héve declined. This reflects the lack of accountability
inherent in a system where the ruling elite are so firmly entrenched. Despite ali
the policy statements to reduce government expenditure an.d to reduce state
interventioh, resources continue to be dir_ected to those well-connected to the
political and military elite.l The expenditures in these service ministfiés were
diverted to personal gains, while resources which woq:Id benefit economic’
growth and the poor were reduced. This is done in total disregard of the
impacts on the economy, Zimbabwe's poor, or iﬁternational opinion. Thé
rapidly increasing corruption and misdirection of resources have contributed to
increasing budget deficits.°

A much greater sale of government asset# in o;'der to try to increase

revenue will probably take place in 1998. This is, however, not a long term

Diplomatic mission staff were pald excessive salanes ‘with the highest pald earning
more than the U.S. President. Rents from military expenditures, the sale of State assets,
access to War Veterans injury compensation, housing schemes and others misappropriated for
select individuals who, and even after being publicized, remain unpunished. With the economy
on the brink of collapse in late 1997 and early 1998, new top-of-the-range vehicles were
imported for Ministers, These are a few examples of recent maladministration.



the disappointing response of the industrial and commercial sectors to trade
liberalization. |
The first five-year period of reforms resulted in the commercialization of
some state entities and the reduction of previously very large parastatal
subsidies. Agricultural marketing boards and electricity were the first to
undergo these changes, along with the railways and airlines. In due course -
~ these State commercial enterprises are to be partially sold to the private sector
but with specific provisions to ensdre preferential access to shares for black
Zimbabweans in order to try to address racial equity. Even where these entities
are no -Ic;nger de jure monopolies, they remain de facto monopolies énd the
costs of these inefficiencies could, and have been transferred, from the State
- to the consumers as subsidies are converted to price rises.

The structural adjustment program is premised on a movement away
from a centrist state-controlled economy to a market economy. The inherited
colonial, settier and UDI institutions and modus. operandi, together with the
Marxist orientation and background of those in power, ha;ve made the transition
extremely difficult. Some seven years after the introduction of the ESAP, there
is still a culture of licenses, controls, order, and a paternalistic attitudewhiéh
assumes responsibility for the survival of individual entities, even when they are
ineffiéient. There is oﬁly a limited understahding of competition and' how

essential the removal of barriers to entry are to the successful working of a



considerabte. However, they are probably far less than the losses which result
from the dyrl1amic effects of poor communications on development. With the
liberalized agricultural markets, access to market information is critical and the
smallholders cannot be expected to participafe effectively in modern
devélopment without betilcer comrhu‘nic.atio'r;ns-".systems.

The government’s commercialization of some parastatals greatly reduced
the subsidies but several of these still remain a heavy drain on the government
budget, in particular Zisbo Steel and the Grain Marketing Board (QMB). Most
parastatals have been commercialized and a few (including Dairy and Cotton
Marketing Boards) privafized. Cotton prdducers have benefited from more open
#ompetitibn although entrance is limited by high initial capital costsr. However,
both dairy farmers and consumers are not yet benéfitting as there is little
competition in the dairy indusfry. The pressure on commercialized enterprises
is to make profitsr and to cut back on some services; for example, AFC loans
to the comm'unal sector dropped'from an éverage 26% to. 12% pre-19291 to
post-reform (Oni, 1997:70 }. The enormous Iosées of tl;e GMB came from the
~ drought relief programs and the servicing of those debts. The GMB is required
to hold combined financiél and physical stocks of the_equivalent of 936,000

tonnes, and will continue to need a subsidy after clearing the debt even if it



The reforms wofked more effectively than even the most ardent free
market advocates had anticipated. The controlled agricultural marketing system
had been inimical to both growth and ecjuity. It was not only the static impact
that had discouraged specialization, growth, and output. The dynamic effects
resulted in few opportunities for any expansion of Ibcal exchange and no local
integration and few, if any, multiplier effects in the rural areas from surplus
production. The dynamic effects of a free market system have already begun
to have a beneficial impact on rural development.'®> The market no longer
operates along a single channel between major cities and the rest of the
country. As the marketing of major commodities opened up for local
investment -and development, traders became -estabiished and marketing of
other commodities and opportunities for local production, trade and exchange
are beginning to widen.'

The decontrols Were also effective because they were accompanied by
Vthelifting of restrictions on fofeign currency and imports, allowing for ﬁurchase
of transport, processing equipment and other inputs .‘b\.I new entrénts. _Rural

entrepreneurs were able to take advantage of the investment made in road

BThere was an increase of 115% in the number of hammer millers betWeen 1992 and

1995, the surplus grain areas having the strongest response {Zimbabwe National Hammermiller
Status Study, USAID, 1996},

“Opportunities form informal competition have ekpanded after price rises in the formal
sector of over 50% on oil, soaps and other basic commodities in 1997/98.



agreements With proéessors. However, participation requires better access to
information and involves more risk, since prices are not known in advance.

The 1980s resulted in implicit taxation of most agricultural commodities
except wheat, and the post-reform period has reduced these cohsiderably.
There are still distortions fesulting from the macro-environment which makes it
difficult for new business and competition té be established. The adjuéted
nominal protection coefficients (NPCs) for agricultural commodity exports in the
19_805 averaged aroﬁnd 0.6 whe_feas in the 1990s they have probably remained
closer to 1, except for tobacco which varied between 0.8 and 0.9, depel;ding
on éssumptions.

On the whole, most farmers have benefitted from decontrol although it
is too early to carry out any reliable analyses, particularly as no data is
systematically collected on the average producer prices paid. The first year of
private trading following the good 1994 harvest resulted ih maize producers
being paid a little less than the GMB price by priVate traders in communél areas.
{ZFU Marketing Survey}. However, the main advantages to producers of using
~ private traders are instant payment, farm-gate collection, packaging and grading
services. The 1995 harvest was poor and the pricés paid to producers by
private traders was more than double those paid by GMB by early 1996. In
1995/96, prices rdid not drop for maize in nominal terms and for .most

commodities they actually increased (Table 3), despite very good rains and large
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marketing of higher-value commodities and services. In the poor rainfall, deficit

areas, the producers have benefitted frdm the opening of markets and even the
closure of depots since they can now legally take advantége of the high demand
for grains in those areas.

Thé most remarkable result of decontroi has been the significant increase
in rural and urban small-sbale millers, the increase in the nuhber of rural
traders, and the opportunities for real growth with equity as the multiplier
~effects and options for local specialization and exchange exband. The supply
response was almost immediate and occurred despite the high interest rates
which particularly affect Vnew enterprises, the stringent health rgguiations‘7
which effectively mean that every urban small miller is operating illegally, aln.d‘
the many other bureaucratic and financial problems facing their entry. Barriers
to entry for rural ltraders are significantly reduced by the lack of any !iceﬁsing'
requirements, thus allowing the market to be highly competitive. There is some
lobby for licensing to reduce operations of unscrupulous traders and tc-)'raise

" local district revenues. However, experience eisewhere indicates that the

. "There are over 23 stipulated requirements to meet urban health regulations.. These

are brogdly applied to all food processing and many of the requirements are unnecessary. Their
existence, however, makes investors vulnerable to arbitrary closure by politicians and
bureaucrats with other agenda. The regulations may even be inappropriate to large, industrial
manufacturers. They were introduced during the era when prices were controlled and based .
on costs of production such that their costs were borne by consumers or government subsidies
and attracted no objections from the industrialists.



becomes clear that poor consumers have benefitted financially and nutritionally
from decontrol.'®

in January 1998 the GMB increased nominal selling prices of maize grain
by 30% to $2900 and, as a result, roller meal prices were increased by 20%.
These increases were subsequently reversed by government in the face of
strong protest from low-income urban wage workers who find it more difficult
to access the cheaper, hammer-milled maize. The GMB did. not release more
maize on to the market at prices related to the $1200 purchase price but rather
it related these to import parity prices needed to replace the grain exported to -
Zambia. The price increases have resulted in renewed calls for maize meal
subsidies which would undermine all the new informal millers and do little to
contain prices over time. The government may take a political decision to
reintroduce subsidies. What is required, however, is a more effective floor and
ceiling price system to be establlished to ensure that the GMB fulfills its price

stabilization role.®

=,

®The hammer-milled maize contains more vitamins and nutrients, although it is often
less preferred and does involve much more time investment to obtain.

YReaders are referred to Child, Muir and Blackie {1285: 371) for recommendations on
trigger price levels,



meeting and exchange of other commodities. The increased competition has
also forced industrial millers to become more efficient, reducing real prices but
with some costs to formal sector emp!oyme_nt. However, more people have
been employed in the informal sector, although at lower wage rates.
Fiscal Impact and the. Role- oerovernment in:;\griculfural Marketing

' Tﬁe drought of 1991/92 made the achievément of the reduction of
agridultural subsidies impossible. As the worst drought in writfen record, it
came after almost a. decade of below average rainfall so that both the surface
and undergr_ound wafer supplies were also very low and families were holding
no stocks of food from previous years. This involved the gqvernment in a large
and expen's_ive supplementary feeding program. Another drought in 1924/95
also affected the subsidy position. _The'government ciid not provide the GMB
with the funds to repay its bdrrowings and, given the very high interest rates,
the accumulated debt forced it into a situation of ever-increasing deficits. The
government now finances this deficit and the GMB is expected to make profits
on its commercial 6perafions and to receive governmei;lt funding to maintain
specific basic services to émallholders énd to maintain a national strategic food
and food-financing feserve. However, in general, subsidies to agricultural

paraétatals have been reduced significantly in the 1990s, the losses {except the



and inefficiencies. Ther negative dynamic effects could offset any gains.
However, it is possible for the government to invest in infrastructure, research,
training, provision of information on prices and opportunities through the radio
and to reduce import taxes on vehicles for trucks registered in rural areas and
reduce excise taxes on fuel sold in rural areas. Theére would be leakages into:
private benefit but these cohcessions would be concentrated in rural areas and
may attract investment into these areas. .The government must avoid enacting
any legislation or policies which may introduce barriers to entry, and provide an

enabling environment for the provision of private-sector credit in rural areas.



Land is regularly used in-political -polemic as a diversion from government
failures. However, an analysis of government actions would indicate that they
are more concerned with maintaining political control than with redressing the
land imbalance. By 1984, 65% of the land targeted for resettlement by 1995
had been purchased, moetly with British funds. Very little land was resettled
between 1990 and 1995. The rhetorical r'esponee to the limited success wifh
resettlement has consistently been the unavailability of land, despite the fact
that government was offered 1.7 million ha. in Natural Regions |, Il and Il
between 1986 and 1989, but purchased only 540,000 ha. (Maposa, 1995).
There is much evidence that shortage of Ian’d was not the main facior in the
slow pace of resettiement. In 1294 the goyernment-owned 345 farms, of
which 29 werelvaeant, 64 were on offer for Iease, and of the remainder, 71
farms (97,000 ha.) had been specifically acquired for resettlement but were
leased out. These were in addition to the State farms, which have to be
subsidizee in most years. In 1993 the éomptroller and Auditor General’s Report
shows that of land purchased for resettlement, 236,006 ha. were idle and 52,
000 were leased out to private individuals and organizations. Analysis of
successive government budgets shows very small allocations of government
expenditure to land and resettlement (less than 0.02% in most years}). The

limited budget for land purchase and resettlement indicates the lack of



* the government has the right and duty to “protect” farmers from bankruptcy;
and
¢ the country does not wish to change the highly dualistic land allocation
system. The basic structure is to remain the same as that found in 1980: a
few relatively large, capital-intensive, highly profitable farms and a mass of
| siﬁall, communally or state owned subsistence fafms with very low incomes.
The 6nly difference Will be improved racial equity and some fnore land for
smallhol.ders but the inefficiencies of the past are perpetuated. A land reform
based on political patr-onage is maintained.

The o_riginalrprohibition on subdivision Was implemented in the 1950s in
reaction to the findings in the United States on the economies of scale
associated with large-scale agriculture. It did not, hoWever, take into account
the very different resource scarcity in the two countries. The strong support for
this probably came from attempts to maintain.de facto segregation sincé. at the
time there was no de jure 'segregation on land ov'vﬁérship. By the 1950s there,
were black Zimbabweans who could affdrd to buy Asm-all f.arm's'. Legislation
preventing subdivision ensured that black farmers remained in the Purchase
areas since. very few could afford to buy the farms in the Iérge. farm-sector

uniess they were subdivided.



The recently declared government policy is to purchase 50% of the
remaining large farms and to utilize some as State farms, an unspecified number
to remain as large farms allocated to selected individuals, others sub-divided and
allocated as medium sized farms to selected agricultural graduates, and some
to be allocated to smaliholder resettlement. The pdsition of farm workers on this
remains unclear. There is every possibility that of the 1,503 farms {about 4
million hectares) designated for purchase in December 1997, less than a quarter
will be used to resettle smallholders. Government policy documents and
statements refer to the need to maintain productivity by allocating land to State
farms and to large-scale indigenous farmers. Land, therefore, is not part of the
reform process towards a more market-based economy nor to reducing pdverfy
but is designed to increase political patronage and to some extent to address”
racial equity. As a result, a key resource in the economy is immobile and the
structure remains essentially unchanged, although it now serves a different.
elite.._ Recent findings show that smallholder resettlement in Zimbabwe can, and
have, led to:higher incomes and more equally distributéd incomes and that
resettled households crop twice as much land and earn three times the unit
revenues of communal area farmers in the same natural region.r(K'insey, 1997).
There is much evidence that small farms in Zimbabwe can be efficient and that
subdivision could significantly increase agricultural outﬁut given the right
circumstances and sup.port..

There is a strong political imperative that hinders the introduction of sub-

division and land taxes. The Land Tenure Commission has recorhmended their



patronage and involves the political elite in the payment of land taxes, it is
unlikely to be implemented without pressure from the electorate and donors.
Another formidable task in addressing the land issue in Zimbabwe relates
to ténure in the communal and resettled areas.?® There has been some action
promised on reformulating the leases in resettled areas but less is being done
to address the anomalies in the communal sector, particularly with respect to
the allocation and control df natural resoufces. These resources are currently
owned by the State and are essentially open access and the cause of friction
between various state, political and traditional leaders and line ministries (Bond,
forthcoming). There could be effactive common property regimes if 'tgnure is
changed and more control is given to the local communities.
Government Expenditure -
Fiscal policies continue to undermine the economy and the reforms. The
targeted 4.5% GDP growth rate per annum for five years was not achieved;
instead, real per capita incomes declined over the pe-riod. The budget deficit has
remained high at around 10% of GDP instead of being reduced to 2.4%. The
policies and institutions reflect a political system that allocates resources to
powerful political lobbies. However, unlike the system in the United States, the

Zimbabwe system is geared to the benefit of powerful individuals rather than

voter blocs, and the checks and balances that restrain any one individual or

®This issue was thoroughly investigated by the Rukuni Commission (1994).



statements of forthcoming fiscal prudence and budgets which promise high
growth and lower government expenditure. This is also rarely translated into
practice, but foan officers appear to require only stated intentions in order to
expand their portfolios and loan funds to the government. Of particular concern,
as it relates té the expected expansion of the' e?:onomy in response to decontrol,
has been the increasing local financing of the defibit, fue-ling inflation and
interest rates and discouraging new domestic investment.

Increased defense'expenditure was anticipated in 1980 to accommodate
the returning freedom fighte'rs. The justification for continued high defense
spending in the 1980s was the implicit threat from South Africa. Ho'wevgr,_
since the peace accord in Mozambique and the majority rule government in-
South Africa, there is no Ionger any justification for'the very hiéh levels of
defense expenditure. Military leaders are enriched by providing lucrative
opportunities through payments received on equipment orders. Everyone,
including government spokespersons, accepts that the Iargé government deficit -
is a major stumbling bIock to increases in incomes, emx;loyment and equity in
Zimbabwe. However, the reality is that the gdvernment has made' little effort
at expenditure reduction and that which has been carried out has affected the
productive and social sectors and capital expenditure rather than the non-

economic sectors, wages, and recurrent expenditure.



individuals and individual groups in the light of corrupt allocation of tenders,

housing, compensation, land, etc. and anomalies in government expenditure.?*
The informal sector and the deregulatiori of markets appear to haVe been the
only positive factors to have resulted from the partial macro-economic reforms
implemented in Zimbabwe. Until government expenditure is reduced and there
is a real commitment to systems which are transparent and encourage efficient
resource allocation, it is unlikely that the Zimbabwean economy will fulfil its
considerable potential. The future of agriculture in Zimbabwe is uncertain.
Unless the collateral value of land is certain, production of high-value, export
¢ommodities is‘_like'l\./ to decline. This will have severe impacts on growth
because of the strong multiplier effects of agriculture and the importance of
adequate foréign currency reserves in the Zimbabwean economy. The partial
reforms have had some benefits, but without increased mobility of resources
and reduced inflation and interest rates, economic growth will continue to be
slow. The current and proposed institutions may address racial equity but are

likely to increase poverty and income inequality. -

“The government recently decreed that all municipalities were to build official
residences for the “executive mayors”, The one in Harare is expected to cost over Z$20
million; this is against the backdrop of severe housing shortages for the poor and declining
basic services and rates escalating faster than inflation, The 1996 national budget provided
four times more for a State Guest house to be built in Gweru than for the acquisition of land
for resettlement. The list of such gratuitous expenditures at the expense of urgent
development investments is lengthy. '



commitment to a market economy and to the implementation of social programs
that will ensure effective “trickle-down.”

There are many similarities between Indonesia and' Zimbabwe, which
highlight the incompatibility of the conflicting ideologies of market-based
econdmies operating under corrupt dictatorships, supported by international
donors, faced with very skewed income distributions, where the rich comprise
ethnic as well as political elites. An aconomy can only benefit fully from
reforms when there is a decline in governmént expenditure on administrative

sectors, free mobility of resources, assured property rights, and deliberate

mechanisms to promote growth with equity.

The informal sector in Zimbabwe did gain considerably from the reforms.
The position of agricultural workers in wage negotiations improved because
other-opportunities became available through the informal sector. The position
of the unemployable has declined as domestic prices increase and access to
social benefits are directed to associates of the elite. The real incomes of wage
and salaried workers have been eroded while those of the poli'tical‘elite and -
corporate exécutives have fisen. The reforms negatively -affected formal-sector
employment. With increasing population, particularly of literate school leavers,
demands for formal-sector jobs and higher incomes have increased.

The crises in Zimbabwe in 1997/98 were brought about by a comb‘fnatioh
of excessive government expenditure, corruption, and a government afraid of
losing power. Until a conducive environment for investment is established, it

is unlikely that Zimbabwe will attain its economic potential .
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NOTES FOR FIGUREL: BUDGETESTIMATES FOR VARIOUSMINISTRIES

1) The ministries titles change but the breakdown approximates to the following:

~

Productive Ministries

& all the political ones

Agriculture and Security Social Spending Administrative Ministries
Lands Ministries | Ministries Ministries , :
Agriculture Cefence .| Heaith " Finance Transport,
Lends Heme Affalis | Education Legal, Energy.
"Social Welfare Foreign Affairs, P.T.C,
Housing Justice, Ministry of Informsation,
Construction Law & Qrdoer, : Roads,
Local Government | Constitutional & Statutory Natienal Supplies,
l.abour President Natural Recources,
Manpower Cabin etc, Water works,
Public Sarvice Parliament, Mines,
EmploymentCreation, Incustry and Commerce
CombinedQOperations
National Affalrs )

2) Social spendicg ministries include Local Government, part of which should go to administratior
Social spending is overstated and administration is understated,



Fig 3: Real GMB Maize Producer Prices.
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