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• Real GDP growth was 2.9% in 2017. The 2018 estimate 
and 2019 projections show economic expansion of 0.9% 
and 1.1%, respectively. 

• In 2016 and 2017, the economy continued to experience a 
volatile macroeconomic environment, though with single- 
digit inflation. However, political transition in November 
2017 fostered optimism for quick economic recovery. 

• Zimbabwe has a weak infrastructure, but has potential to 
improve given its central position in the southern Africa 
region. 

 
OVERVIEW

Real GDP growth reached 2.9% in 2017, compared to 0.7% in 
2016 (Table 1). This improvement was underpinned by stronger 
performance in agriculture, mining, and electricity and water 
sectors. Economic performance in 2018 is likely to be affected 
by the political changes that occurred in November 2017 and 
the results of the General elections which are currently slated for 
July 2018. Real GDP growth is projected to average 0.9% in 2018 
and 1.1% in 2019. In spite of the improvement in 2017, the econ-
omy continues to face structural challenges arising from high 
levels of informality, weak domestic demand, high public debt, 
weak investor confidence, and a challenging political environ-
ment. The country is experiencing a liquidity crisis which is the 
effect of structural deficiencies and distortions prevailing in the 
economy. Some progress on improving the business climate has 
been made but governance and accountability remain an issue.

RECENT DEVELOPMENTS  
AND PROSPECTS 

Real GDP growth continues to be subdued. It rose to an esti-
mated 2.9% in 2017 from 0.7% in 2016, and is projected to 
be 0.9% in 2018 and 1.1% in 2019. Zimbabwe’s main drivers 
of growth continue to be agriculture, mining, and the electric-
ity and water sectors. The political outcome of elections in July 
2018 could impact positively or negatively economic growth. 
This will depend on whether the elections are considered free 
and fair and their outcome. CPI inflation is expected to remain 
in single digits in the next eighteen months. It is believed that 
economic recovery is likely to shadow the political transition.

A modest recovery in international commodity prices is 
expected to spur growth in the mining industry. Energy pro-
duction is also expected to improve following the anticipated 
completion of the Kariba South Extension Plant in 2018. In 
agriculture, output growth will be supported by strengthened 
co-ordination between the Government and the private sector, 
and increased investment in irrigation. Additionally, growth in 
the manufacturing sector is expected to be underpinned by a 
protectionist policy framed by Statutory Instrument 64 of 2016 
which supports local industry. The policy has already caused 
capacity utilization in local industry to increase from 34.3% in 
2015 to 47.4% in 2016, before declining marginally to 45.1% in 
2017. Progress was made in clarifying the indigenization policy 
(which increases the participation of indigenous Zimbabweans in 
the economy) and establishing a one-stop window for investors.
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Weak economic activity in 2016 caused revenues to fall by 6% 
(in nominal terms), exacerbating liquidity shortages. The intro-
duction in 2016 of bond notes pegged to the US dollar led to the 
emergence of a parallel market for foreign exchange, owing to 
shortage of foreign currency. A four tier pricing system emerged, 
in which the actual price paid by a consumers depends on the 
mode of payment and currency used (dollar, rand, bond notes 
or plastic cards). The real exchange rate remains overvalued, 
undermining external competitiveness. The external sector posi-
tion remains also weak. Net international reserves declined from 
USD 339 million in 2015 to USD 310 million in 2016, which is 
equivalent to 0.6 months of imports cover. According to the World 
Economic Forum’s 2017-2018 Global Competitiveness Report, 
the most problematic factors for doing business in Zimbabwe 
include policy instability, inadequate foreign currency regula-
tions, inefficient Government bureaucracy, difficulties in access 
to finance, inadequate supply of infrastructure, restrictive labour 
regulations, and inefficient tax administration and regulations. 

Fiscal policy remains highly consumption-oriented, leaving 
limited fiscal space for capital and social expenditures. Total 
expenditure picked up as the Government expanded the Com-
mand Agriculture Programme and maintained its high public 
sector wage bill (around 19% of GDP). With limited access to 
foreign inflows, the fiscal deficit reached 9.0% of GDP in 2017, 
up from 8.2% of GDP in 2016. The 2018 elections are likely to 
put further pressure on the budget, and the Government has 
resorted to domestic borrowing to cover fiscal deficits. The 
Government has cleared its debt arrears with the IMF and a 
strategy is ongoing to clear arrears with the African Develop-
ment Bank and the World Bank. Monetary financing of the fiscal 
deficit led to sharp increases in money supply (by about 24%) 
in 2017, which fuelled inflationary pressures and undermined 
banks’ ability to finance private sector activities.

The peaceful political transition in November 2017 led stake-
holders to feel optimistic that Zimbabwe will soon be ready to 
embrace the measures required for economic recovery. The 
new Government has made statements and acted to promote 
peace and social cohesion. In addition to his commitment to 
ensure peaceful elections, President Emmerson Mnangagwa 
signed into law enabling legislation for the National Peace and 
Reconciliation Commission (NPRC) in January 2018, and in 
February appointed a new NPRC Chair, filling a vacancy that 
had existed since 2016. The President also appointed a Special 
Advisor on Peace and Reconciliation to facilitate Government 
outreach and initiatives with civil society, political parties and 
other key stakeholders during the transition period. The Gov-
ernment has provided funds to enable the NPRC to begin pro-
vincial consultations in February 2018, as part of an visioning 
process leading to the preparation of its strategic plan.

The 2018 elections will potentially be a turning point in the coun-
try’s transition and its efforts to reengage with the international 
community. The Government has continued to declare that the 
elections will be credible, transparent, inclusive and peaceful, 
and has invited election observers from both the region and 
the international community. However, the legislative reforms 
required by the new Constitution, particularly the electoral law, 
have not yet been fully enacted. Zimbabwe still has to earn 
global approval of its efforts to improve governance. Trans-
parency International’s Corruption Perceptions Index for 2017 
placed Zimbabwe among the weakest performing societies, 
ranked 157 (out of 175 countries). Zimbabwe’s corruption rank 
averaged 121.65 from 1998 until 2017, reached its nadir in 2008 
(166) and its peak (43) in 1998. Although the 2017 Ibrahim Index 
of African Governance (IIAG) placed Zimbabwe among the best 
performers in Africa, its ranking is still low, with an overall gov-
ernance score of 45.4 (compared to 40.4 in 2014). 

TABLE 1. Macroeconomic indicators

 2016 2017(e) 2018(p) 2019(p)

Real GDP growth 0.7 2.9 0.9 1.1

Real GDP per capita growth -1.6 0.6 -1.4 -1.2

CPI inflation -1.6 0.5 0.7 1.1

Budget balance (% of GDP) -8.2 -9.0 -9.8 -10.1

Current account (% of GDP) -4.0 -5.6 -5.9 -5.7

Source. Data from domestic authorities; estimates (e) and predictions (p) are based on the authors’ calculations.



32018 African Economic Outlook Country Note 

 
Zimbabwe

Agriculture remains critical for Zimbabwe’s economy, because it 
feeds into other sectors of the economy. Zimbabwe used to be 
the breadbasket of Southern Africa with agriculture contributing 
about 18% of GDP, over 40% of export earnings, and 60% of 
inputs into manufacturing. It is also a major user of industrial 
outputs. By 2004, agriculture’s contribution to GDP had fallen to 
about 10% and it remains low. The sector’s underperformance 
has had ripple effects on the rest of the economy. To improve 
their productivity, resettled new farmers require better access 
to advanced implements, technologies, agricultural infrastruc-
ture, markets, inputs and market information. Completing the 
process of establishing a legal framework for the establishment 
of 99-year leases and putting an end to farm repossessions will 
bring certainty and facilitate access to financing.

The services sector leads contributions to GDP (table 2), fol-
lowed by agriculture, mining and quarrying, and lastly manufac-
turing. Before the economic difficulties experienced in the last 
decade, Zimbabwe’s economy was mainly agrarian, backed by 
a strong commercial farming sector. Maize was the country’s 
largest crop, while tobacco was the largest export crop, followed 
by cotton. The country is endowed with a wide variety of mineral 
resources, and there was extensive mining of coal, gold, plati-
num, copper, nickel, tin, clay, chromium ore, and iron ore. Zimba-
bwe’s industrial products include steel, wood products, chemi-
cals, fertilizer, clothing and footwear, foodstuffs, and beverages. 

MACROECONOMIC POLICY

Fiscal policy 
Between 2013 and 2017, fiscal pressures persisted on the back 
of declining revenues due to the slowdown of the economy and 
high recurrent expenditures. The budget deficit stood at 9.0% 
of GDP (Table 3) at the end of 2017 (compared to 1.0% in 2015), 
and has been mainly financed by domestic borrowing. To deal 
with this budget deficit, driven largely by a wage bill that con-
sumed 90% of revenues, in 2018 the Government proposed to 
put in place strong fiscal consolidation measures, including a 
freeze on recruitments, retirement of all staff older than 65, and 
the introduction of a voluntary retirement scheme. To increase 
the transparency and accountability of revenue mobilization, 
the Government also proposed that from 2018 the budget 
should fully capture and account for all public revenue inflows 
and expenditures, including revenue retentions. Further meas-
ures have been proposed to improve administration of the tax 
system, to enhance tax collection and provide relief to taxpayers. 

Total revenue as a percentage of GDP is expected to average 
19.4% in the next two years. Conversely, total expenditure and 
net lending will remain around 29.3%, and the average overall 
budget deficit will therefore remain above 9% of GDP. The 2018 
national budget projects total revenue of USD 5.1 billion, com-
prising: USD 4.3 billion (tax revenue), USD 237.2 million (non-tax 

TABLE 2. GDP by sector (percentage of GDP)

2011 2016

Agriculture, forestry, fishing and hunting
of which fishing

11.8

–

11.1

–

Mining and quarrying 
of which oil

9.7

–

8.4

–

Manufacturing 12.4 9.7

Electricity, gas and water 4.2 2.0

Construction 2.8 3.0

Wholesale and retail trade; repair of vehicles; household goods; restaurants and hotels
of which restaurants and hotels

13.4

–

15.2

–

Transport, storage and communication 12.7 10.4

Finance, real estate and business services 8.4 9.6

Public administration and defence, security 8.8 11.1

Other services 15.8 19.5

Gross domestic product at basic prices / factor cost 100.0 100.0

Source. Data from domestic authorities.
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revenue), USD 456.7 million (retained revenue); and USD 100 
million (grants). Expenditure of USD 5.8 billion is proposed, 
including USD 456.7 million under retentions. If the plans are 
maintained, the authorities expect a budget deficit of USD 672.3 
million in 2018, down from USD 1.7 billion in 2017.

Zimbabwe’s public financial management system (PFM) man-
ages substantial public expenditures, including central Gov-
ernment expenditures that amount to 27% of GDP. Currently, 
Zimbabwe faces difficulties redirecting public expenditure from 
Government consumption to investment. During the hyperin-
flation period (2007-2008), most parts of Zimbabwe’s financial 
management system for budget execution, control and report-
ing collapsed, and all Government transactions had to be man-
aged and authorized manually. Since 2009 (post-hyperinflation), 
core components of the PFM have not fully recovered. Key PFM 
functions such as public procurement and state audits, as well 
as technical capacity at line ministry level, need considerable 
strengthening. Moreover, multi-currency tax assessments are 
creating uncertainty about the revenue side of the budget. 
Given Zimbabwe’s large public sector, a sound PFM system is 
critical for effective service delivery. 

Monetary policy 
Inflation is mainly driven by money creation to finance fiscal 
deficit. It stood at 0.06% in February 2017 and closed the year 
at 3.46% before climbing to 3.52% in January 2018. Inflation 
is projected to remain in single digits in 2018. The economy is 
suffering from severe liquidity issues and the existence of sep-
arate currencies. Deposits in Zimbabwean banks function as a 

separate currency and a parallel exchange rate has emerged for 
cash withdrawals and payments abroad. A street-based parallel 
market has also emerged to exchange bank deposits into U.S. 
dollars (cash). The street rate is illegal and is rarely used by cor-
porate customers who account for almost two thirds of bank 
deposits. While the new bond notes introduced in November 
2016 somewhat eased liquidity shortages by increasing cash 
supply, they have not addressed the underlying macroeco-
nomic imbalances.

Putting in place a sustainable currency regime should remain 
a priority for the new Government. The other major currency 
concern is the inability of importers and exporters to access the 
liquidity they need to make and receive payments. As a result of 
depleted balances and the stock of hard currency in the system, 
exporters, businesses and the public receive most of their earn-
ings in the form of electronic real time gross settlement (RTGS) 
entries or through other payment platforms such as mobile 
money. This makes it difficult or cumbersome, particularly for 
importers, to pay for critical raw materials sourced outside the 
country, since foreign payments are regulated by the central 
bank through the foreign currency allocation priority list. The 
critical shortage of hard cash, especially USD, has also given 
rise to multiple pricing, rent seeking behaviour, and the emer-
gence of a foreign exchange parallel market. In addition, a lot of 
cash circulates in the large informal economy, outside the bank-
ing sector. It is estimated that RTGS, unsupported by cash, cur-
rently amounts to around USD 3.5 billion. Given the hardships 
involved in obtaining cash from banks, economic agents prefer 
to keep their cash outside them, exacerbating the cash shortage. 

TABLE 3. Public finances (percentage of GDP)

2009 2014 2015 2016 2017(e) 2018(p) 2019(p)

Total revenue and grants
Tax revenue

Grants

11.3

10.2

0.5

23.7

22.1

0.0

23.9

23.0

0.0

21.1

19.5

0.0

20.1

18.5

0.0

19.6

18.0

0.0

19.2

17.6

0.0

Total expenditure and net lending (a)
Current expenditure

Excluding interest

Wages and salaries

Interest 

Capital expenditure

13.3

12.7

10.5

4.7

2.3

0.5

25.1

23.0

22.1

13.3

0.9

2.1

24.9

23.0

21.9

14.1

1.0

1.9

29.3

24.1

23.3

13.7

0.8

5.2

29.1

23.9

22.7

13.4

1.1

5.2

29.4

24.6

23.5

14.0

1.1

4.8

29.3

24.9

23.8

14.2

1.1

4.4

Primary balance 0.3 -0.5 0.0 -7.4 -7.9 -8.7 -9.0

Overall balance -2.0 -1.4 -1.0 -8.2 -9.0 -9.8 -10.1

(a) Only major items are reported.

Source. Data from domestic authorities; estimates (e) and predictions (p) are based on the authors’ calculations.
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Economic co-operation, regional integration  
and trade 
Being a landlocked country, regional integration is important for 
Zimbabwe’s growth and development. Its central geographic 
position in the Southern African Development Community 
(SADC) region makes it a critical transit country and therefore 
vital to regional trade. However, the country’s infrastructure 
has deteriorated, with the result that transporters have to take 
longer routes around Zimbabwe to move goods, mainly from 
South Africa into the sub-region. With regard to power trans-
mission, Zimbabwe has a major opportunity to draw power from 
the Grand Inga as well as the Batoka Gorge Hydro Generation 
projects. Timely implementation of the Zimbabwe, Zambia, Bot-
swana and Namibia (ZIZABONA) interconnector scheme, and 
strengthening the National Transmission Central Corridor, will 
remain fundamental components of this growth path. 

Given the weakening external position, the Government of Zimba-
bwe has applied import controls, placing it on a collision path with 
its trading partners, especially South Africa. In terms of fragility, 
Zimbabwe’s weak economic performance has negatively affected 
the whole sub-region, while weakening economic conditions in 
South Africa also create increasing challenges for Zimbabwe.

Zimbabwe’s current account deficit widened from 4.0% of GDP 
in 2016 to 5.6% of GDP in 2017 (Table 4) despite the introduc-
tion of Export Incentive Schemes (EIS) in May 2016. In 2018, 
the current account deficit is projected to rise to 5.9% of GDP, 
though the Government expects to enforce new limits and 
import controls (Statutory Instrument 64). Merchandise imports 
(mainly finished goods, fuel and electricity) continue to exceed 
exports, putting pressure on the supply of urgently needed for-
eign exchange. About 85% of Zimbabwe’s foreign exchange is 
generated by five products (tobacco, gold, platinum, chrome, 
and diamonds); it is therefore critical to diversify exports. 

Debt policy 
As of 30 March 2018, total public debt (domestic and external) 
was estimated to have reached 86% of the GDP, up from 70.6% 
at the end of December 2017. Such a high public debt rela-
tive to GDP has put the country in a situation of debt distress, 
affecting its capacity to unlock resources for investment in criti-
cal infrastructure and social expenditure. Since his inauguration, 
the new President, Emmerson Mnangagwa, has expressed 
a strong commitment to undertake economic and structural 
reforms including external debt arrears clearance. 

Zimbabwe’s large public debt burden and arrears significantly 
limit fiscal policy options. By the end of 2017, total public and 
publicly-guaranteed external debt stood at USD 7.7 billion 
(42.6% of GDP), of which USD 5.5 billion is in arrears. Domestic 
debt increased by 15 percentage points of GDP to USD 7.1 bil-
lion at the end of 2017 (compared to USD 4 billion in 2016). The 
public sector’s exclusion from most international capital markets 
also makes it vulnerable to fiscal shocks due to the country’s 
small domestic capital market. In his inaugural speech, the Pres-
ident expressed his commitment to clear these external arrears 
and normalize relations with Zimbabwe’s creditors. In the 2018 
budget speech, the Government reconfirmed its commitment 
to reduce the budget deficit and move to sustainable policies. 
Efforts to re-engage and normalize relations with creditors and 
the international community have been intensified, but are still at 
a preliminary stage. Zimbabwe remains in debt distress, accord-
ing to the IMF’s July 2017 Debt Sustainability Analysis (DSA), 
which has constrained the country’s ability to attract investment 
and access fresh capital. International Financial Institutions 
(IFIs), including the African Development Bank Group, have been 
leading Zimbabwe’s reengagement with creditors since the first 
Friends of Zimbabwe High Level Debt Forum held in Tunis in 
2012. A staggered arrears clearance strategy started to clear 
arrears to the IMF on 20 October 2016. Efforts are also being 

TABLE 4. Current account (percentage of GDP)

2009 2014 2015 2016 2017(e) 2018(p) 2019(p)

Trade balance
Export of goods (f.o.b)

Import of goods (f.o.b)

-18.3

19.0

37.3

-17.2

22.5

39.7

-15.0

22.2

37.2

-9.2

22.3

31.5

-11.0

23.0

34.1

-11.5

24.6

36.1

-11.2

25.2

36.4

Services -4.6 -6.1 -3.3 -2.7 -2.2 -2.1 -2.1

Factor income -5.3 -4.3 -4.1 -3.7 -3.8 -3.8 -3.7

Current transfers 14.8 12.5 13.3 11.7 11.4 11.5 11.3

Current account balance -13.3 -15.1 -9.2 -4.0 -5.6 -5.9 -5.7

Source. Data from domestic authorities; estimates (e) and predictions (p) are based on the authors’ calculations.
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made to clear arrears to the World Bank and the Bank Group 
before the end of 2018. Consultations with Paris Club credi-
tors are critical to clearing arrears of more than USD 5.5 billion. 

ECONOMIC AND POLITICAL 
GOVERNANCE

Private sector 
Policy-related macroeconomic instability, lack of funding, land 
tenure and conducive investment regulations, high input costs, 
outdated machinery, inefficient Government bureaucracy, and 
inadequate infrastructure (particularly in energy) remain key 
challenges for private sector development. This is actually 
reflected in Zimbabwe’s low ranking in the World Bank’s Ease 
of Doing Business index. Small improvements in the categories 
that considered ‘construction permits’, ‘property registration’ 
and ‘resolving insolvency’ were outweighed by lower ranking in 
all the other categories (except ‘enforcing contracts’ where the 
score remained the same). Confronted by high credit risk, and 
lack of credit, private investments were severely depressed. In 
2018 the index ranked Zimbabwe 159 (out of 190 countries), a 
slight improvement on 2017 when it scored 161.

Weaknesses in the provision of business services, the legal 
and regulatory regime deter foreign direct investment (FDI), and 
barriers to trade and integration in value chains, pose major 
challenges for the private sector as well. There is a wide rec-
ognition that in the main Zimbabwe’s economic recovery will 
be led by the private sector, but to attract needed investments, 
the business and regulatory environment must be significantly 
improved; it must provide coherence and certainty on economic 
policy, and guarantee property rights. 

Policy needs to focus on improving Government to business 
services, as measured by the Doing Business indicators, nota-
bly by providing infrastructure that helps businesses to operate. 
The chief needs are to provide access to energy; improve the 
insolvency regime; review and reform tax policy and tax admin-
istration, and avoid overburdening the few remaining formal 
businesses; remove policy, legal and institutional deterrents to 
FDI (notably by aligning policy, legal, regulatory and institutional 
measures with the announced amendment of large parts of the 
Indigenization and Economic Empowerment Act); and remove 
barriers to trade and barriers to integration in value chains by 
liberalizing the trade regime (notably by ending import licenses, 
and implementing trade regulations transparently and predict-
ably). Similarly, Government institutional reform needs to focus 
on developing the institutional capacity to create opportunities, 
target prospective investors, facilitate their interest and inquiries, 
follow up, and provide aftercare.

Financial sector 
Since external payment arrears limit access to international cap-
ital markets, Zimbabwe’s fiscal deficit is largely financed domes-
tically by local banks. The banks appear to be profitable because 
their profits have been boosted by large interest rate spreads 
and the purchase of treasury securities T-Bills) that are issued 
to pay for Government expenditures. Since 2016, the Govern-
ment also borrowed on a large scale directly from the Reserve 
Bank of Zimbabwe (RBZ) in addition to commercial banks. 

Despite cash shortages and liquidity constraints, the banking 
sector has remained stable, having adequate capitalization, 
improved earnings and asset quality. Non-Performing Loans 
(NPL) declined from a peak of 20.5% in 2014 to 7.1% by the end 
of 2017, as a result of strengthened credit risk management. 
Recognizing that cash shortages were due to a widening mis-
match between electronic money balances created to finance 
the budget deficit and the physical stock of foreign currency, 
the Government urged continued use of non-cash (plastic and  
electronic) payment methods while working to boost exports 
and manage foreign exchange reserves (for example, by 
introducing arrangements for repatriating expatriated foreign 
exchange and assets).

The annual growth rate of Zimbabwe’s broad money supply 
(M3) increased from 36.6% in August 2017 to 41.4% in Sep-
tember 2017. This was due to higher Government spending, 
and money creation through bank loans and overdrafts. Interest 
rates declined significantly from 14.2% in January 2015 to 8.9% 
in September 2017, as local banks reduced lending rates and 
bank charges to ease access to credit. Nonetheless, growth in 
private sector credit was modest at 8.9% in September 2017 
(up from 8.5% in August 2017), because the preponderance of 
short-term banking deposits (71%) constrained credit for long-
term development projects. The banking sector’s loan portfolio 
improved significantly over the year. 20.45% of loans were NPLs 
in December 2014, but only 8.6% by the end of 2017, after the 
Zimbabwe Asset Management Corporation (ZAMCO) acquired 
from all banks NPLs valued (on 30 June 2017) at an estimated 
USD 568.3 million.

Public sector management, institutions  
and reforms 
Zimbabwe’s public sector includes the budgetary central Gov-
ernment (CG), local authorities (LA), and commercial state enter-
prises. It accounts for approximately half of the country’s GDP. 
Zimbabwe has 107 State enterprises and parastatals (SEPs), 43 
of which are commercial enterprises operating in transportation, 
energy (the largest sector), mining, communications, and agri-
culture. They produce about 14% of Zimbabwe’s GDP. Though 
they play an important role in the Zimbabwean economy, poor 
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financial and operational performance has limited their impact; 
most SEPs have lost equity, accumulated short-term debt, 
and made significant losses (totalling about USD 280 million in 
2015); they have become a source of fiscal risk. The Govern-
ment has declared its intention to streamline its SEP portfolio to 
reduce losses and improve performance, which may create an 
opportunity to support a range of important transactions.

LAs play a crucial role in enabling the economic growth and 
promoting the social well-being of municipalities, cities, towns, 
and local boards, by providing local services, notably housing 
and land management, road networks, public lighting, solid 
waste disposal, water supply and sanitation, health and educa-
tion. While at least 5% of national revenues must be allocated by 
law to LAs, intergovernmental transfers do not always reach this 
level, resulting in capacity constraints for LAs. Consequently, 
most LAs raise the majority of their revenues internally through 
fees, levies, fines, permit and license charges, property taxes 
and asset sales. Efforts are being also made to (a) strengthen 
expenditure controls and internal audit; (b) pilot rollout of the 
public finance management system (PFMS) to LAs; and (c) pilot 
programme-based budgeting (PBB) in the ministries of health, 
education, and social welfare. 

Natural resource management  
and the environment
Zimbabwe has rich natural resource endowments. It produces 
more than 40 types of metals and minerals and has extensive 
reserves of gold, platinum, Chrysolite, asbestos, chromite, 
iron ore, lithium ore, and coal. Yet, there is a large discrepancy 
between the country’s resource base and actual production, 
reflecting chronic underinvestment that has prevented devel-
opment of the sector. Important policy reforms have been 
announced, including the removal of the 51% indigenous owner-
ship requirement for all minerals (except platinum and diamonds). 
In addition, although it provides livelihoods to a large number of 
people, the country’s informal artisanal and small-scale mining 
sub-sector is unregulated, inefficient and harms the environment. 

Volatile weather patterns, environmental degradation and a 
decline in forest resources are partially the effects of climate 
change. The majority of Zimbabweans (67%) live in rural areas 
and depend on rain-fed agriculture for their livelihoods; they face 
the greatest risks. The Environmental Management Act provides 
a framework and enforcement mechanism for the protection of 
forest resources, but it has not been strictly applied. Illegal mining 
activities, especially gold panning, have helped to silt up some 
rivers; illegal settlements have damaged marshland habitats.

To address the main challenges of climate change and manage 
the country’s natural resources sustainably, Zimbabwe will need 

to complete the national water resource master plan and assess 
its water resource infrastructure, including dams. Institutional 
strengthening should focus on coordination across Govern-
ment institutions to develop integrated interventions, strengthen 
groundwater monitoring and governance systems, engage with 
transboundary river basin authorities, and develop the capac-
ity to attract climate finance and green investment. Investment 
needs to focus on scaling up integrated landscape programmes 
for increased resilience and improved livelihoods, expanding  
climate services, strengthening early warning systems, and 
rehabilitating dams.

Political context 
Zimbabwe is undergoing a political and economic transfor-
mation following the resignation of former President Robert 
Mugabe on 21st November 2017 and the death of Morgan 
Tsvangirai, leader of the MDC-T Party in February 2018. 

Political activity since 2017 has remained volatile but the tran-
sition in November 2017 gave new impetus to political reforms. 
President Mnangagwa has declared that he is committed to 
political, economic and structural reforms. In particular, rebuild-
ing confidence by restoring private property rights; ensuring 
macroeconomic stability and growth; achieving fiscal consolida-
tion and clearing external debt arrears; and improving govern-
ance and the business environment to generate broad-based 
growth and jobs have been identified as priorities.

The Government has undertaken to pursue amicable settlement 
arrangements, including compensation of farmers whose land 
was expropriated during the land reform programme. In Janu-
ary 2018, the National Investment Policy was launched, which 
guarantees the safety of all investments in Zimbabwe, including 
repatriation of profits from investments. The policy emphasizes 
the need to pursue market-based approaches to economic 
management, supported by an efficient public administration. 
The Government has also launched a campaign against corrup-
tion, led by the country’s anti-corruption watchdog, which has 
opened investigations into high profile cases of corruption. As 
part of efforts to create a transparent and accountable work-
force, all senior public sector officials have been required to 
declare their assets. Finally, the Government has committed to 
peaceful, free, fair and credible elections, to which international 
observers have been invited. 

Ahead of the elections, opposition political parties intensi-
fied their criticisms of the ruling party ZANU-PF. The reported 
re-entry into politics of the deposed President, Robert Mugabe, 
through an opposition party, created anxiety in political par-
ties, including in the ruling ZANU-PF. In April 2018, interna-
tional observers begun arriving to monitor the elections. The 
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international community continues to call on the Government 
to hold free and fair elections in order to open the way to full re- 
engagement. The Electoral Commission will manage the elec-
tions, which will make use of biometric registration of voters. 

SOCIAL CONTEXT AND  
HUMAN DEVELOPMENT

Building human resources 
At 92%, Zimbabwe has one of the highest literacy rates in 
Sub-Saharan Africa. This means that Zimbabwe’s labour force 
has basic skills, although its quality has been affected by a mas-
sive brain drain as lack of formal job opportunities have driven 
an estimated three million Zimbabweans into the diaspora, yet 
unemployment pressure in urban areas continues. Both skilled 
and unskilled labour has emigrated, largely to South Africa, 
but also to other regional and overseas countries. As Zimba-
bwe’s formal economic activity declined, so have opportunities 
for young people, who are increasingly being absorbed into 
the informal sector. Youths are therefore engaged in relatively 
unproductive activities, which do not pull them out of pov-
erty. Limited access to credit and financing affects their abil-
ity to exploit entrepreneurial skills to create employment. The 
diaspora community is nevertheless a potential source of both 
skilled labour and investment capital.

Despite the multiple insecurities that Zimbabwe faces, its people 
have demonstrated tremendous resilience and their coping strat-
egies have helped to avoid large-scale violent conflict in the face 
of severe economic and social stress. The society benefits from 
a high level of social capital in families and communities, a skilled 
and well-educated population, and a private sector that has his-
torically been robust and competitive, and which, under the right 
conditions, can be an engine of economic recovery and growth. 
There is also a successful and engaged diaspora that could be 
leveraged of future political, social, and institutional progress. 
Zimbabwe continues to invest about 11% of GDP in education, 
one of the highest proportions in Africa, and has the third-high-
est average adult length of schooling in the region. It has a 
strong and fairly modern institutional framework that rebounded 
from economic collapse, despite persistent corruption.

The economic challenges of the past decade undermined the 
health system and contributed to a deterioration in health indi-
cators. Maternal mortality remains high at 651 deaths per 100 
000; under five child mortality stands at 75 per 1000 live births 
(compared with a target of 43). The ratio of health workers to the 
population has remained at 1.3 per 1 000 people, which is well 
below the WHO threshold. In recent years, a concerted effort 
by the Government and development partners has stimulated 

signs of recovery in the health system. A higher number of 
high impact interventions has started to depress mortality. Note  
that inefficient spending compounds the sector’s lack of ade-
quate funding.

Poverty reduction, social protection and labour 
Following poor harvests in 2015 and 2016, the number of Zim-
babweans in extreme poverty was estimated to have risen 
from 2.8 million in 2014 to 3.1 million in 2016, before dropping 
to 3million following good rains in 2017. Rural households are 
more vulnerable to rainfall patterns. In 2017, at the peak of the 
lean season (January to March), after two consecutive years of 
drought, the number of people experiencing food insecurity had 
increased to an estimated 4.1 million, or 42% of the rural popu-
lation. This number dropped to 1.1 million after the subsequent 
bumper harvest in 2017.

Despite the economic slowdown, Zimbabwe’s score on UNDP’s 
Human Development Index improved (from 0.452 in 2010 to 
0.516 in 2015), mainly because life expectancy had increased 
from 49.6 years (in 2010) to 57 years. The country has also 
made encouraging progress on universal primary education, 
promoting gender equality and empowering women, and com-
bating HIV/AIDS, malaria and other diseases.

Fragility in Zimbabwe has economic, social and political dimen-
sions that mutually reinforce each other and are exacerbated 
by external shocks. The main stakeholders – political parties, 
regional and overseas partners, multilateral financial institutions, 
liberation war veterans, civil society organizations, and busi-
ness associations – have complex and competing interests. The 
complexity of the political economy and the causes of its fragil-
ity mean that it is difficult to identify a simple path to resolution 
of the country’s problems.

Zimbabwe is generally a youthful nation, with 35.7% of the pop-
ulation being young adults aged 15 to 34 (Zimbabwe Population 
Census, 2012). Approximately 300 000 young graduates from 
secondary schools and higher and tertiary institutions enter the 
job market every year. Of these, only 10% are absorbed in the 
formal economy while the remaining 90% resort to vending or 
earn their living from informal sector activities. According to the 
Ministry of Youth, Indigenization and Economic Empowerment, 
67.9% of youth in resettled areas often engage in small-scale 
farming. Without significant changes to agriculture following  
the land reform process, agriculture is unlikely to provide youth 
with employment.

The Government has taken important steps to address histor-
ical grievances associated with human rights abuses and land 
reform. A National Peace and Reconciliation Commission has 
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been created and mandated to ensure justice, healing, and rec-
onciliation, and to promote unity and cohesion as well as the 
peaceful resolution of disputes. The Government has started to 
return seized farms to their owners and is taking steps to update 
information on farm inventories and valuation to prepare for a 
dialogue with former commercial farmers on the issue of com-
pensation. It has also begun to lift restrictions on foreign owner-
ship of Zimbabwean assets. These initiatives have created high 
public expectation of democratic and economic reforms. 

Gender equality 
Zimbabwe has made encouraging progress on gender equality. 
It has achieved gender parity in primary school enrolment and 
literacy. More women also participate in political decision-mak-
ing while their representation in Parliament more than doubled 
between 2008 and 2013 (from 17% to 35%). The country is 
ranked 27 (out of 188 countries) in the IPU’s World Classifica-
tion of Women in Parliament and 4 among SADC countries. 
The 2013 Constitution declared gender equality as a founda-
tional value and affirmed women‘s rights. The Constitution also 
affirmed the principle of equality and prohibited discrimination 
on grounds of age, sex, marital status, pregnancy, disability, 
or economic and social status. However, in the Human Devel-
opment Report’s gender inequality index for 2016, Zimbabwe 
ranked only 112, mostly due to its relatively high maternal mor-
tality rate and relatively low reproductive health status.

To invest sufficiently in gender equality, and address multi- 
dimensional gender and youth issues, official policies need to 
focus on updating and enforcing existing protocols, laws, poli-
cies, and action plans on youth, gender, and gender-based vio-
lence; and ensure that budgets provide resources for gender 
and youth (as foreseen in the PFM Act). Institutional strengthen-
ing should make Government ministries responsive to gender 
and youth issues by harmonizing approaches and applying 
shared skills and tools, and should also strengthen the capac-
ity of the Ministry of Women and Youth Affairs to handle multi- 
sector co-ordination. 

THEMATIC ANALYSIS: 
INFRASTRUCTURE FINANCING 

Zimbabwe is a landlocked country with an area of about 
391 000 km2 and a population of almost 17 million. Agriculture, 
and mining (and industries associated with them), as well as 
Zimbabwe’s geographic location, have had a profound influence 
on the spatial and modal development of the country’s trans-
port system. This is not likely to change in the near future. 

Zimbabwe’s economy is principally served by roads, railways, 
and aviation. Inland water transport is limited and is mainly 
confined to man-made bodies of water such as Lake Kariba. 
Zimbabwe’s road network was once considered among the 
best in Africa and contributed significantly to the country’s 
growth. Design and maintenance of the network benefited from 
research, experience, and appropriate technical standards and 
skills. The railway network connects Zimbabwe with all its four 
neighbours and beyond. It has played a major role in trade and 
economic growth in the region. Within Zimbabwe, the railway 
connects all major mining areas, heavy industry centres, and 
agricultural collection centres, and transports a large proportion 
of Zimbabwe’s mineral exports to seaports in South Africa. The 
use of rail for freight transport also improves road safety and 
reduces road damage and congestion. The aviation industry 
provides international and local air transportation links. Harare 
international airport is the main hub; other important airports are 
at Victoria Falls, Buffalo Range and the Joshua Nkomo Interna-
tional Airport in Bulawayo. In addition, more than 200 airports 
and aerodromes of different quality and capacity are scattered 
across the country. The airports are particularly important 
for the country’s tourism industry. Air transport also provides 
essential services to Zimbabwe’s mining industry, linking Harare 
with the major mining provinces.

The Government is a signatory to a number of SADC protocols 
that have implications for the design and implementation of Zim-
babwe’s infrastructure policy and programmes. Most of these 
protocols were established in the 1990s. Action was taken on 
a number of policy fronts in the years immediately after the pro-
tocols were signed, but in the last decade there has been little 
policy reform. For example, the SADC Protocol on Transport, 
Communications, and Meteorology (1996) is a regional proto-
col that committed all SADC member states to comply with its 
requirements by 2010. In the case of the transport sector no pub-
lished policy document covers the transport sector in Zimbabwe.

There has been little periodic or routine maintenance in the last 
20 years. This is the main reason why the basic infrastructure of 
the country has deteriorated. The transport sector illustrates this 
well. The current replacement cost of the transport infrastructure 
and its facilities is estimated to be more than USD 12 billion. The 
current estimated cost of rehabilitating transport sector assets 
is more than USD 4 billion (at 2009 constant prices). Once reha-
bilitated, a well-managed programme of periodic maintenance 
would require capital outlays of about USD 550 million a year. 
The latter, equivalent to over 15% of current annual GDP, is large 
relative to the size of the economy and exceeds the funding 
currently allocated to transport infrastructure rehabilitation. This 
presents a major challenge for policy makers.
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Subject to the availability of adequate funding, rehabilitation of 
infrastructure assets in the next ten years would restore them to 
full working order. The challenge will be to finance and organize 
adequate maintenance. This will require a major reassessment 
and prioritization of maintenance requirements and their cost.

In 2015, the African Development Bank’s Africa Infrastructure 
Development Index ranked Zimbabwe’s infrastructure quality 20 
out of 53 countries with a score of 30 points. Its low ranking was 
due largely to continued deterioration in the quality of public 
infrastructure assets resulting from inadequate levels of routine 
and periodic maintenance. The infrastructure has deteriorated 
in both urban and rural areas, which has seriously affected pro-
ductive sectors of the economy as well as the level and quality of 
basic services. Poor coordination, management and regulation 
of the infrastructure, and the emigration of skilled labour, also 
contributed to infrastructure deterioration. The report ‘Infrastruc-
ture and Growth in Zimbabwe – An Action Plan for Sustained 
Strong Growth’ (AfDB, 2011) estimated that about USD14.2 
billion was required to close Zimbabwe’s infrastructure gap.

The energy sector, critical to economic productivity, has expe-
rienced significant difficulties. The entire energy value chain, 
including generation, transmission and distribution is in need 
of rehabilitation and expansion. Consequently, power supply 
is inadequate and unreliable and this has impacted the overall 
economy. As a result, other areas of service delivery (including 
water supply, sanitation, and agricultural irrigation) have been 
severely undermined. 

A functional and efficient infrastructure is critical to Zimbabwe’s 
economic and social development, including livelihoods and 
delivery of social services. The transport system (regional trunk 
roads, air and rail) form the backbone of the transportation net-
work in Zimbabwe, while primary, secondary and feeder roads 
provide links to urban and provincial centres and rural settle-
ments. Transport services are principally provided by the private 
sector; the Government functions as the sector regulator and 
provides and maintains the public infrastructure. Zimbabwe is 
endowed with a wide variety of energy resources for electricity 
generation and, because of its geographic location, is also an 
excellent location for construction of new regional energy gen-
eration and transmission projects in the context of the South-
ern African Power Pool (SAPP). Currently, the bulk of electricity 
is generated by one hydroelectric power plant and four coal-
fired power stations. However, significant deterioration of Zim-
babwe’s energy infrastructure has occurred in both urban and 

rural areas as a result of inadequate maintenance, amplified by 
institutional weaknesses. The impact of the energy sector on 
the economy has been disproportionately large and has been 
compounded by an ageing plant and transmission and distri-
bution infrastructure. The sector’s resulting inability to supply 
consumers with adequate or reliable power has had a serious 
impact on virtually all sectors of the economy as well as on the 
level and quality of basic services.

Alongside Government endeavours to improve infrastructure 
availability and quality, several sectoral policy, institutional, and 
infrastructure needs and opportunities have been identified. 
Public investment decisions and financing practices should be 
reviewed to ensure that procurement processes identify com-
petitive and low cost options. The road network management 
must be improved by making the road fund sustainable, dedi-
cating more resources to maintenance, and making the Ministry 
of Transport and Infrastructure Development fully responsible 
for all categories of road (including tertiary feeder and urban 
roads). In rail, a policy is required that will enhance service per-
formance. In aviation, it is important to refine the current civil 
aviation reforms and finalize the separation of regulatory and 
operational functions. In energy, a mutually exclusive and com-
plete legal and policy framework is required to resolve the status 
of the Zimbabwe Electricity Supply Authority. Revised policies 
should also seek to foster private sector engagement, including 
through financing and management. 

Initiatives to strengthen institutions and organization need to 
improve the capacity of key actors. In transport, the Depart-
ment of Roads should be reformed into a corporatized entity. In 
energy, sector organization and key actors should be strength-
ened, including notably ZESA’s planning function, to increase 
integration of regional projects. Similarly, investment needs 
should focus on key maintenance and rehabilitation activities, 
on improving the transport network and on new electricity gen-
eration and transmission projects.

A needs assessment spearheaded by the African Development 
Bank Group and its partners is due to be completed in May 
2018. It will establish the financing needs in infrastructure sec-
tors (including roads, civil aviation, railway networks, power and 
water utilities) that have not been significantly improved or mod-
ernized due to capital shortages. In the interim, the Government 
plans to increase spending on infrastructure from 11% in 2017 
to 15% in 2018 and 25% by 2020. 


