
Zimbabwe—a Crumbling Economy 29

lowing a surplus of $178 million in 1999. Merchandise exports fell by 6.9% in 2000, while
imports increased by around 25%. The capital account also deteriorated, going from a sur-
plus of $189 million in 1999 to an estimated deficit of $298 million in 2000, mainly because
the World Bank, the African Development Bank, and other multilateral agencies discon-
tinued their support.

As a result of these developments, Zimbabwe’s foreign exchange reserves fell from
around $450 million to $340 million (one and a half months of import cover) between
January and June 2000 (Reserve Bank of Zimbabwe 2001a). The foreign exchange reserves
fell further to an estimated $167 million by the end of April 2001, but the IMF believes
that a significant share is in illiquid assets and therefore cannot be used on short notice
(EIU 2001). 

On the export side manufactures have been the hardest hit, mainly because of increased
competition, difficulties in accessing new markets, high inflation, firm invasions, and a hos-
tile macroeconomic and political environment. Traditional exports have not fared any bet-
ter. Zimbabwe has been losing more through the deterioration in its terms of trade than it
could ever make up for by improving market access for its traditional exports. The world
prices of Zimbabwe’s commodity exports have been on a downward trend, and most have
fallen below 1990 levels. In response to the declining export performance, the government
provided tax-based export incentives in the 1999 budget (readjusted in the 2000 budget).
But this policy has failed to stimulate exports. Exports were projected to fall further in 2001,
to $1.60 billion, down from $1.63 billion in 2000. 

Policy reversals—so little support 

The mixed results of trade reforms have played into the hands of those who initially opposed
liberalization as having been imposed from outside, and many liberalizing policies have
been reversed (table 4.8). These policy reversals have been associated with poor macroeco-
nomic policies, shortages of foreign exchange, deficiencies in trade policies, fiscal indisci-

Figure 4.6 
Exchange rate of the Zimbabwe dollar against major currencies, 1995–2000
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