Zimbabwe economy declined 30% in four years

AFROL News, 28 July 2003 - The latest review of Zimbabwe's economy during the last years reveals that GDP has declined by 28,90 percent between 1999 and 2002, in great contrast to all neighbouring countries. The tendency of economic decline is only enhancing.
According to the latest review of the economic performance of Zimbabwe by the Monetary Fund (IMF), published today, the country's economy "has deteriorated progressively over the past four years. Real output has dropped by one-third." 
Real GDP declined by 4.4 percent in 1999. This increased to a reduction of 6.8 percent in 2000 and of 8.8 percent in 2001. Last year, Zimbabwe's economy dwindled by a record 12.8 percent. Thus, the total drop in the Zimbabwean GDP has been a startling 28,90 percent during the last four years reviewed. 
The IMF review adds that two-thirds of Zimbabwe's population required food aid in 2002/03." The balance of payments has been under severe pressure since 1999, when Zimbabwe began to accumulate payments arrears. There is little productive investment in the economy, and there are reports of significant capital flight and emigration of skilled labour." 
The Fund places the sole responsibility for these unique economic trends on the government of President Robert Mugabe. "The economic crisis reflects to a large extent inappropriate economic policies," the IMF concludes. 
It mentions several examples of these "inappropriate" economic government policies, including "loose fiscal and monetary policies, the maintenance of a fixed exchange rate in an environment of rising inflation, and administrative controls." 
Increased regulations and government intervention had driven economic activity underground and contributed to the chronic shortages of goods and foreign exchange, the Fund holds. The impact of these policies had been "exacerbated by the fast-track land reform program, recurring droughts, and the HIV/AIDS pandemic." 
Meanwhile, investor confidence had been eroded by "concerns over political developments, weak governance and corruption, problems related to the implementation of the government's land reform program, the push for an increased indigenisation of the business sector, and the selective enforcement of regulations." 
Also, Zimbabwe's external position had become increasingly constrained during the last four years. "Pervasive shortages of foreign exchange in the official market, partly owing to a decline in exports of 35 percent since 2000, have resulted in a compression of non-food imports of 15 percent," the IMF review says. 
In response to the deteriorating economic situation, the government adopted the National Economic Revival Program at end- February 2003. Immediate actions had included a devaluation of the Zimbabwe dollar, a doubling, of fuel prices, and sectoral policies to stimulate production. 
These actions were followed by some rise in interest rates, an increase in the producer prices of grain in March, and another doubling of fuel prices in April. In early May, controls on most prices were removed. Prices of five basic food items remain controlled, but were increased by substantial amounts. 
The IMF today expressed its "deep concern" about this continued deterioration of Zimbabwe's economic and social situation, "with declining output and per capita income, high and rising inflation, and the further accumulation of external payment arrears." 
- Unemployment and poverty have risen sharply and the HIV/AIDS pandemic is worsening, and Zimbabwe's economic problems have had repercussions in neighbouring countries, the IMF had observed. The Fund concluded that "this sharp deterioration primarily reflects the government's inappropriate macroeconomic and structural policies."
Finally, the IMF urged the Zimbabwean authorities to take "decisive steps to restore confidence in the government's economic policies, including enhanced governance and transparency and respect for the rule of law, and broad ownership of the reform process."

