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imbabwe, once the breadbasket of Africa, is unable to feed its own population.
Government confiscation of white-owned farmland without compensation has led to a
man-made famine of historic proportions, with 5 million Zimbabweans facing starva-

tion. Unemployment stands at 80 percent, and inflation is running at over 200 percent. The
Economist Intelligence Unit expects the economy to contract further in the next two years.
Real GDP is forecast to decline by 8.8 percent in 2003 and 4.7 percent in 2004. President
Robert Mugabe has earned his reputation as Africa’s most brutal dictator. His Zimbabwe
African National Union–Patriotic Front (ZANU–PF) rules with an iron fist, suppressing
political opposition and quashing dissent. The United States, Great Britain, and other lead-
ing Western nations refuse to recognize Mugabe as the country’s legitimate ruler, and the
ruling elite remain the target of stringent U.S. and European Union “smart sanctions.”
Despite his advanced age (79), Mugabe is expected to cling to power, driving the nation into
further ruin, rather than step down. The opposition Movement for Democratic Change
(MDC), led by Morgan Tsvangirai, continues to enjoy widespread support despite a massive
campaign of intimidation against its supporters. Polls suggest that the MDC would win a
huge majority if free and fair elections were to be held. Zimbabwe’s wages and prices score
is 1 point worse this year; however, its fiscal burden of government score is 0.9 point better,
and its government intervention score is 1 point better. As a result, Zimbabwe’s overall score
is 0.09 point better this year.

TRADE POLICY
Score: 5–Stable (very high level of protectionism)

The World Bank reports that Zimbabwe’s weighted average tariff rate in 2001 (the most
recent year for which World Bank data are available) was 15.6 percent. According to the U.S.
Department of State, the government “maintains a ‘negative list’ of prohibited items that
require special permission from the government to import.” The same source reports that
customs corruption acts as a non-tariff barrier. The government also restricts trade through
foreign exchange controls.

FISCAL BURDEN OF GOVERNMENT
Score—Income Taxation: 4.5–Worse (very high tax rates)
Score—Corporate Taxation: 4–Stable (high tax rates)
Score—Change in Government Expenditures: 1–Better (very high decrease)

Final Score: 3.4–Better (high cost of government)

Zimbabwe’s top income tax rate is 45 percent, up from the 40 percent reported in the 2003
Index. The top corporate income tax rate is 30 percent. Government expenditures as a share
of GDP decreased 11.9 percentage points to 38.1 percent in 2001, compared to a 12.7 percent-
age point increase in 2000. On net, Zimbabwe’s fiscal burden of government score is 0.9
point better this year.

GOVERNMENT INTERVENTION IN THE ECONOMY
Score: 4–Better (high level)

The World Bank reports that the government consumed 19.3 percent of GDP in 2001, down
from the 24 percent reported in the 2003 Index. As a result, Zimbabwe’s government inter-

SCORES
Trade Policy 5
Fiscal Burden 3.4
Government Intervention 4
Monetary Policy 5
Foreign Investment 5
Banking and Finance 5
Wages and Prices 5
Property Rights 5
Regulation 4
Informal Market 4

Population: 12,820,650

Total area: 390,580 sq. km

GDP: $7.2 billion

GDP growth rate: –8.4%

GDP per capita: $559

Major exports: tobacco,
gold, textiles and clothing

Exports of goods and ser-
vices: $3 billion

Major export trading part-
ners: South Africa 14.1%,
Japan 6.6%, Germany 6.5%,
UK 6.0%

Major imports: transport
equipment and machinery,
chemicals, manufactures,
petroleum products

Imports of goods and ser-
vices: $2.98 billion

Major import trading part-
ners: South Africa 44.5%,
Mozambique 4.6%, UK 4.1%,
Germany 3.5%, US 3.4%

Foreign direct investment
(net): $8.9 million
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vention score is 1 point better this year. According to the U.S.
Department of State, “Regarding privatization of
Zimbabwe’s parastatal companies, progress has been very
slow in the decade since it was identified as a priority, with
only six organizations out of the 57 earmarked making the
transition.”

MONETARY POLICY
Score: 5–Stable (very high level of inflation)

From 1993 to 2002, Zimbabwe’s weighted average annual
rate of inflation was 113.46 percent. According to a July 31,
2003, Economist article, “Bad governments, when they run out
of money, print more. But Zimbabwe’s government has run
out of the ink and special paper needed to print enough notes
to keep pace with inflation, currently 365% and rising.”

CAPITAL FLOWS AND FOREIGN INVESTMENT
Score: 5–Stable (very high barriers)

The government will consider foreign investment up to 100
percent in high-priority projects but applies pressure for
eventual majority ownership by Zimbabweans. A new for-
eign investment code was enacted in 1998, but significant
restrictions on foreign participation remain in effect.
According to the U.S. Department of State, “There is growing
hostility to foreign investment; priority is given to economic
nationalism over competitiveness, resulting in the rise of
cronyism and corruption in government and the private sec-
tor.” The government re-imposed exchange controls in
November 2002. According to the U.S. Trade Representative,
“The Government of Zimbabwe has also placed severe
restrictions on exporters, who are required to remit 50 per-
cent of their foreign currency earnings to the Central Bank for
exchange at the official rate.” The official exchange rate is
Z$55 to $1, but the parallel exchange rate is Z$1,500 to $1.
Virtually all capital transactions between residents and non-
residents are subject to controls and government approval.

BANKING AND FINANCE
Score: 5–Stable (very high level of restrictions)

Zimbabwe’s relatively sophisticated financial system, devel-
oped under British colonial rule, has been squandered in
recent years as the government has become ever more
involved in the financial sector. The Reserve Bank of
Zimbabwe has allowed the government to use it to finance
deficit spending and direct loans to state-owned enterprises.
Rising debt has exacerbated the instability of an already
shaky sector and could lead to the collapse of the system. The
Economist Intelligence Unit reports that “one of Leonard
Tsumba’s last actions as governor of the Reserve bank was to
warn the country’s commercial banks that the Reserve Bank
was considering withdrawing their licenses or imposing
heavy fines if they are found to have breached exchange con-
trol regulations.”

WAGES AND PRICES
Score: 5–Worse (very high level of intervention)

The government is expanding its use of price controls.
According to the International Monetary Fund, “the govern-
ment in 2001 established a Price Surveillance and Monitoring
Unit…. [I]ts tasks are to closely monitor prices of basic con-
sumption items, recommend reasonable increases, and iden-
tify businesses that deviate from these prices…. [T]he gov-
ernment introduced direct price controls in October 2001 on
a number of items, such as bread, maize meal, sugar, cooking
oil, margarine, salt, washing powder, bar soap, milk, meat,
and generic drugs…. Producers have to make their case for
price increases to the Ministry of Industry and International
Trade (MIIT) with profit margins not exceeding 20 per-
cent….” Approximately 70 percent of the items in the con-
sumer price index were subject to price controls in 2002.
Zimbabwe maintains a minimum wage. Based on the evi-
dence of widespread and expanding use of price controls,
Zimbabwe’s wages and prices score is 1 point worse this year.

PROPERTY RIGHTS
Score: 5–Stable (very low level of protection)

According to the U.S. Department of State, “[judicial] cases
involving high or prominent ruling party or government offi-
cials usually do not reach court, regardless of the magnitude
or egregiousness of the offense.” The Economist Intelligence
Unit reports that the government ended its land reform pro-
gram—a program that consisted of expropriating commercial
farmland from white owners to give it to black peasants—at
the end of 2002. Apart from being a massive violation of
property rights, this program led to massive starvation since
the peasants do not have the means to work the land. Since
June 2000, reports the U.S. Department of State, “the
Government has orchestrated a campaign of violence and
intimidation against the judiciary….”

REGULATION
Score: 4–Stable (high level)

Businesses face considerable impediments in Zimbabwe. The
bureaucracy is extremely arbitrary and not transparent. The
U.S. Department of State reports that “many bureaucratic
functions in this still heavily controlled economy are less than
fully transparent and can by no means be considered stream-
lined. Corruption within the regulatory system is increasing-
ly worrisome.”

INFORMAL MARKET
Score: 4–Stable (high level of activity)

Transparency International’s 2002 score for Zimbabwe is 2.7.
Therefore, Zimbabwe’s informal market score is 4 this year.
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