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tural performance. Among those most affected have been grain processing, sugar refining,
meat and dairy products, tobacco processing, and the textile and clothing industry.

Finally, the extension of farm invasions to industry, under the guise of labour disputes,
has seriously affected manufacturing performance. Many firms have received huge claims
for past-due wages accompanied by threats of violence from war veterans if the claims are
not settled. 

Financial sector—captive to government
Before the first-era reforms beginning in 1991, the financial sector was tightly controlled
and highly oligopolistic, dominated by Barclays and Standard Banks. Market entry was
restricted, and competition therefore limited. The sector’s operations were distorted by ceil-
ings imposed on lending and deposit rates, portfolio restrictions on financial institutions,
and the government’s directed lending programmes and selective credit policies. The gov-
ernment prescribed the investments of many pension and insurance funds, making them
captive to the government debt market. Stringent administrative controls depressed capi-
tal market activity. Small firms and poor and marginalized groups had little access to credit,
and rural areas were neglected. 

Initial reforms—produce 3% growth

The first-era financial reforms sought to deregulate lending and deposit rates, remove credit
controls, relax foreign exchange controls, open the capital market to foreigners, reduce
restrictions on pension and insurance funds, allow new entrants into the sector, and permit
domestic borrowing by non-resident firms. The reforms led to growth in the financial sec-
tor averaging 3% a year at a time that other sectors were contracting. Commercial banks
still dominate the market, but new merchant banks and several finance houses have
emerged. Other financial institutions have also been established, including unit trusts, leas-

Figure 4.2
Manufacturing production, Zimbabwe, 1990–2000
(index: 1990 = 100))
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Source: Zimbabwe, Central Statistical Office. 

Chap 4  4/22/02  3:03 PM  Page 21


