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1. Introduction
"International finance capital has, since the Lancaster House Agreement, been the major factor in the internal and external policies of the state in Zimbabwe." So pronounced political-economic analyst Ibbo Mandaza (1986b, 53), as early as the mid 1980s.


Most commentators, in contrast, cite the 1990 adoption of ESAP (the Economic Structural Adjustment Programme) as the point at which policy-makers ─ either through "homegrown" compulsion, or pressured by the World Bank, International Monetary Fund, US AID and other "donors" (an inappropriate term for what are in fact bilateral lenders with a neo-liberal agenda) ─ embarked upon a no-going-back switch from traditional import substitution industrialisation to what was intended to be a manufactu​ring-based export-led orientation (ie, an attempt to mimic Newly Industrialising Coun​tries). The point is of potential political importance, for in contrast to those who harbour doubts about the "sustainability" or desirability of the local capital accumulation process dating to the mid 1970s, some "post-1990 critics" (especially Colin Stoneman, 1990, 1992) have invested enormously in the contrary argument that post-independence Zimbabwe harboured a coherent, successful economy until it was forced ─ or suicidally chose ─ to liberalise.


If one easily grows weary of Zimbabwe's "were they pushed or did they jump?" debate (see Dashwood, 1996, for a summary and critique), questions of "structure" and "agency" in relation to international financial pressure are nevertheless explicitly taken up below. But to provide some initial context, John Week's (1996, 116) summary seems reasonable, looking back on Zimbabwe and most Third World countries during the 1980s and early 1990s:


The result of structural adjustment programmes, implemented at the national level, is to deprive governments of country status. The effect of trade liberalisation and eliminating capital controls is to render each government's fiscal and monetary policy increasingly derivative from the norm established across countries by structural adjustment programmes themselves. If a government cannot run a fiscal deficit over (say) 5% of GDP for fear of capital flight, if the monetary authorities cannot set a prime rate below the London inter-bank rate for the same reason, if the state cannot tax mining companies in excess of the level prevailing in (say) Peru for fear they will relocate, then governments retain their country status in little more than form.

Regardless of the balance of local and international power, it is critical that we record the numerous premonitions of structural adjustment prior to Finance Minister Chidzero's July 1990 budget speech. For objectively, Mandaza is correct to prefigure ESAP in social and economic policies adopted just a few years after independence. Moreover, with the Third World debt crisis unfolding throughout the post-independence era, Zimbabwe's own experiences dabbling in international financial markets were indicative of increasingly universal power relations leading, in the main, towards accentuated uneven development throughout the world. The rapid intensification in the unevenness of "globalisation," after all, coincides with the 1980s onset of structural adjustment policies, especially those central features aimed at manipulation of space and time, namely trade liberalisation and financial deregulation.


There is a voluminous literature and confusing array of arguments regarding aspects of adjustment that bear relevance to Zimbabwe. Tackling this literature can be attempted, by highlighting some of the most decisive aspects of Zimbabwe's international financial relations. For example, it was an early (1984) debt crisis that raised awareness (but no real contingency plans) about the dangerous path ahead. The growing role of foreign loan "conditionality" during the 1980s set the stage not only for specific sectoral policy interventions (documented here are energy, transport, health and education, construction, posts and telecommunications, and foreign consultancies more generally.


In addition, the far more self-destructive loosening of financial and trade regulati​ons was central to ESAP, although again precursors could be identified during the 1980s. Subsequently, the failure of the first round of ESAP to bear fruit during the period 1990-95 can be understood as a logical consequence of dynamics operating at both local and global levels. The Zimbabwe case is particularly important because of its once-strong possibilities for resistance along the way, heightened by the country's symbolic role in the community of Third World nations.


The story begins, however, with a survey of the variety of alliances between international financiers ─ mainly in the World Bank ─ and Zimbabwean bureaucrats, financiers, and some national capitalists. These alliances help explain the surprisingly weak response of Zimbabwean leaders to historic opportunities in the mid and late 1980s in which there was a real possibility of catalysing Third World resistance to international finance. They reflect both the difficult constraints imposed locally by economic stagnati​on, as well as the local class-forming process. The result was an intensification of conditionality measures on loans to specific sectors of the economy, which then set the stage for financial deregulation, trade liberalisation, and finally for ESAP itself.

2. Alliances and conflicts in Zimbabwe
The 1979 Lancaster House compromise and its various aborted predecessors reflected an understanding by geopoliticians like Henry Kissinger and later, Margaret Thatcher, both that Zimbabwe's reintegration into the international economic system should be a priority, and that an infusion of a £750 million World Bank-managed "Zimbabwe Development Fund" (promised but never delivered) would be necessary to accomplish this by, in effect, bribing the liberation movement and the Rhodesian Front to maintain links to the West during a period when this was by no means certain. As Robert Mugabe commented at the time, "It seems to us as if its purpose is to bind Zimbabwe politically and economically and it would compromise our independence" (Martin and Johnson, 1981, 255).


A revealing aspect of political transition concerned repayment of the existing Rhodesian foreign debt, which amounted to £102.3 million of pre-UDI London stock market securities and R315 million borrowed from South Africa during UDI. One pre-Reagan era US Agency for International Development (1979, 55-56) report to Congress suggested that Zimbabwe's debts at independence would be substantial (deferred servicing costs were R$139 million in 1977 alone), with the danger that "financial resources are diverted away from development efforts and the provision of services which could benefit the poor." However, in what was one important early test of Mugabe's political will, the Rhodesian foreign debt was paid nearly in full. As the former chief economist in the Finance Ministry, Norman Reynolds, confided, "That was one of the crucial decisions. We had to have people talk to Mugabe to persuade him not to default on that debt" (interview, July 1987).


A significant reason for placing stress on moderation was Zimbabwe's relevance to South Africa and the rest of the region. The Reagan-era US AID (1985, 44) (as one example) displayed a strong geographic consciousness in the mid 1980s:  "A successful multi-racial political model in Zimbabwe can set a positive example for peaceful change in South Africa. A successful mixed economy in Zimbabwe can have beneficial spillover effects within the region and can demonstrate an alternative to failed Marxist economies."


South African apartheid-era rulers were apparently opposed to any peaceful model (Hanlon, 1986a, 1986b; Johnson and Martin, 1989). Colin Stoneman (1985, 10), moreover, noticed a short-term convergence of the programmes of devaluation (Internatio​nal Monetary Fund) and destabilisation (South Africa):  "there can be no doubt that Zimbabwe's [1984] payments crisis was partly caused by South Africa, and that this was the means whereby the IMF gained a lever on Zimbabwean economic policy" (see also Maganya, 1987). But the longer-term perspective prevailed, and once the ANC and other radical South African political parties were unbanned in 1990, they were bombarded by conventional wisdom to the effect that only an international infusion of funding under the direction of the IMF and World Bank, followed by an unequivocal export-orientation, would provide the breathing space that a new, highly unstable democratic government might need to ensure the continuity of capitalism (Bond, 1994a).


Along with Weeks (1996), taking into consideration the global processes, we might conclude that the Zimbabwean economy's turn to foreign debt dependence during the 1980s was structural in nature, preordained to a certain degree by the necessary displacement of overaccumulated capital (in various settings across the world) into global financial circuits (Bond, 1991b), enthusiastically facilitated through the bourgeoisification and compradorisation of once-radical government leaders. This is not to say, of course, that the only important determinants of Zimbabwe's emerging geopolitical status were international financial relationships. In addition to South African destabilisation Zimbabwe also committed a few diplomatic transgressions in the post-independence period, which Herbst (1990, 231) refers to as "high-profile statements with little actual costs." The Reagan administration cut aid to Zimbabwe on occasion based, for example, on a Foreign Ministry official's insult to former president Jimmy Carter on US independence day (over the issue of Reagan's reluctance to impose sanctions on SA) and on Zimbabwe's 1983 Security Council opposition to Reagan's invasion of Grenada and failure to condemn the Soviet shooting of Korean Air Lines flight 007 (Anonymous, 1985).


Moreover, the extent of Zimbabwe's debt dependency was continually mediated by alternating alliances and conflicts, especially involving the government bureaucracy. For example, although the World Bank's Whitsun Foundation proxy was looked upon with disdain by ZANU leader Mugabe during the late 1970s, a new round of alliances between local elites and the World Bank began forming in earnest six months after independence when Zimbabwe formally became a member of the Bank and IMF. Another five months later the first major Bank loan had been signed. A year after independence, six Bank and IMF officers appeared at the Zimbabwe Conference on Reconstruction and Development ("Zimcord"), organised by then-Minister of Planning and Economic Development Bernard Chidzero for the purpose of drawing in development funding from governments and international aid agencies.


Zimcord (1981, 87,91) generated commitments of Z$900 million in loans and grants over the course of three days, and both Bretton Woods institutions heaped praise on government plans for the economy, including the extraordinary presumption that the economy would grow by 8% annually for the foreseeable future. The Bank staff were "in complete agreement with the diagnosis presented by [Chidzero] and in the documentation for this Conference" and the Bank promised US$120 million per year in new loans. The IMF representative was particularly pleased that "it is the government's objective to promote growth within a context of price and financial stability." As Stoneman (1988c, 55) put it, "A perhaps cynical view might be taken that, in encouraging borrowing, the IMF recognised that it had as yet no means of exerting leverage on Zimbabwean economic policy."


By mid 1982, Chidzero was arranging an IMF loan but denying that "the IMF would impose any conditions as Zimbabwe was already restructuring its economy." Though it was "a sensitive issue not for public debate," he made statements to Parliament claiming "devaluation of the dollar is not imminent and is not being contemplated." But less than three months later Chidzero announced a 20% decline in the currency, conce​ding that it "had been under consideration for some months." Also in late 1982, interest rates were pushed up to 9.5%, a move Chidzero pointed out with pride to the World Bank in private correspondence (World Bank, 1983a, Annex IX). Soon afterwards, an editorial by the government-owned Herald (26/3/83) complained that "Zimbabwe has a democratically elected people's government and therefore, the people, its supporters have the right to know what the IMF asked of this country."


The effective devaluation reached nearly 40% within eighteen months, and was accompanied by cuts of US$200 million in development spending and a reduction of the maize subsidy. Other effects were quickly apparent to poor and working-class people:  the price of the staple maize meal increased by 100% from 1982-83, bread 30%, and cooking oil 25%. The much-heralded public health programme, which had seen state spending increases of 27.5% and 47% the first two years after independence, suffered a 9% decline in spending in 1982-83, which reduced its share of the budget to pre-independence levels (Davies and Sanders, 1987, 12-15). The main beneficiaries of the devaluation were agricultural and minerals exporters.


As austerity was experienced in many aspects of life, so too government's servicing of the foreign debt became increasingly difficult. In early 1983 Chidzero predicted Zimbabwe's ratio of debt payments to export earnings ─ which had soared from 4% at independence to 16% ─ would "decline sharply until we estimate it will be about 4% within the next few years, depending on the world's economic position... Zimbabwean manufacturers would be in a position to capture the (export) market when the world economy reflated and recession receded" (Herald, 22/2/83). The World Bank (1982b, 3) issued a report which concurred:  "The debt service ratios should begin to decline after 1984 even with large amounts of additional external borrowing."


The bait was taken, and large new foreign loans flowed into Zimbabwe. But in point of fact, even as the world economy began to pick up nicely, the predictions were found wanting. Zimbabwe's debt servicing ratio spiralled upwards to an untenable 37% of export earnings by 1987. Moreover, manufacturing exports (aside from ferrochrome and cotton lint) withered in relation to other exporters (Riddell, 1990, 345).


Indeed manufacturers found themselves in a somewhat contradictory situation under these conditions. Thanks to the inward-orientation and limited but powerful tools of financial regulation in the Rhodesian UDI economy, the residual power of national productive capitalists ─ particularly manufacturers ─ continued to fundamentally influence Zimbabwean political economy. Encompassing a quarter of national economic activity and represented by the powerful Confederation of Zimbabwe Industries (CZI), manufacturers were as fully able to enforce their interests as the export-oriented (mainly white) farming elite and the multinational mining giants. As Reginald Green (1987, 264) reported, "The internal lineup is not stable ─ the Reserve Bank of Zimbabwe has for some years seen external debt service and external debt reduction as absolute priorities, while enterprises (who face reduced import allocations) back either rescheduling or replacement borrowing."


On the whole, productive enterprises did not do badly, notwithstanding continual complaints about the shortage of foreign exchange and the doubling of interest rates. Manufacturers had access to a World Bank Manufacturing Rehabilitation Loan (1981), a Bank Manufacturing Export Loan (1983), and the Export Incentive Scheme, as well as enjoying the very generous depreciation allowances introduced at the trough of the late 1970s crisis (thus keeping fixed capital costs extremely low). And they prevented implementation of a controversial 1983 World Bank deindustrialisation initiative by arguing that notwithstanding monopolies and high protection, much of Zimbabwean industry was indeed internationally efficient.


This latter conflict is a good example of how the material interests of Zimbabwean manufacturers inherently contradict Bank philosophy, and thus of how tenuous were the alliances between national capitalist class fractions and international finance in the early 1980s. In particular, the "Jansen Report," a study by Doris Jansen (1983, 109) commissi​oned by the Bank, targeted iron, steel and non-ferrous metals:  "The country would save foreign exchange by closing them down instead of running down their fixed capital. The ensuing massive lay-offs of workers would be undesirable but a study of alternative product lines and more efficient use of existing plant and machinery should be underta​ken."


The CZI's response was swift and sharp:  chief economist Roger Riddell objected in the strongest terms to Jansen's methodological approach and conclusions. Where Jansen (1983, 128) argued that "the ultimate goal should be to end price control and to let market forces set all prices," a tough rejoinder characteristic of (the often-sought, rarely-identified) "patriotic national bourgeoisie" was provided by Riddell (1983, 21):  "Both these statements are derived directly from a neo-classical perspective of efficient resource allocation in the context of perfect competition ─ a situation far removed from the workings of the present Zimbabwe economy."
 


The rather fragile balance of forces at that stage mainly reflected the combination of endogenous overaccumulation crisis and exogenous pressures (mainly drought and increased defense spending arising from South African destabilisation), which together pushed the Zimbabwean budget deep into deficit by 1984.

3. The first crisis
The IMF responded to the 1984 fiscal deficit by terminating a US$315 million line of credit (an action hushed up for six months, and then downplayed by Chidzero) (Herald, 23/8/84). Subsequently, reports Stoneman (1990, 2), "the government took care to meet all debt obligations in full, without any rescheduling, and established a high (and rising) credit rating." Chidzero went on to organise what he termed "very constructive, friendly and frank" talks involving Mugabe and the IMF in late 1984, in which the Finance Minister denied differences in basic policy orientation, stressing mainly disputes over timing:  "We had differences of views on the size of government expenditures on subsidies ─ not food subsidies as such, we have no problem with the IMF over that" (Herald, 18/4/85).


Mugabe's own recollections, interestingly, were different:  "There is current pressure from the IMF to cut government spending on education and defence but the government has a way of overcoming this pressure" (Herald, 13/2/85). Yet within a few years the much-trumpeted education subsidies were indeed under threat as World Bank "cost-recovery" policies gained momentum. The budget cuts were hitting hard elsewhere as well; food subsidies, which had risen from 5.2% of total government spending at independence to 7.7% a year later, subsequently fell to 5.3% by 1985/86 (Davies and Sanders, 1987, 9).


With intensified restrictions applied to profit repatriation (from 50% to 25%) during a forex crisis in 1984, a substantial current account surplus emerged in 1985. Indeed 1985 was a good economic year, and ZANU won the second national election handsomely. But renewed creditworthiness and Chidzero's continuing refusal to reschedu​le the foreign debt (against the wishes of many in industry) did not make foreign borrowing any cheaper.
 When the debt payment/exports ratio rose to 32% in 1987, it was at a time when real global interest rates had reached levels of 6% (after an average of 0-1% during the 1970s). At this stage, Chidzero turned in desperation to Standard and Barclays for short-term loans, and attempted to improve relations with international commercial banks (Figure 11.1).


Surprisingly, however, Zimbabwe was rated only "C" quality by Euromoney debt evaluators in 1987, on the basis of the following criteria:


Who holds the decision-making power in a country and what approach do these power figures take toward foreign creditors? Incorporated into this is the degree of nationalism and anti-Western sentiment displayed by key political actors and their attitude toward foreign investment and foreign business in general. This factor also encompasses the degree to which key actors display pragmatism in their actual dealings with foreign businesses and creditors. A specific issue is the politicisation and visibility of the debt issue, in particular, the level of domestic hostility toward the IMF and how much this is reflected by leading power players (Hughes, 1987, 1).

By such subjective measures, Zimbabwe earned "C+" on position of power structure, "B-" on political turmoil, "C-" on debt, "C-" relations with the international financial community, "C+" on regime stability. Zimbabwe's sovereign risk rating was 47 (compared to South Africa with 38), largely based on the high debt service ratio and a debt/GDP ratio of 46%. Foreign debt at that point was US$2.2 billion, but Euromoney also noted that "Despite its rhetoric and a heavy debt service burden the debt issue does not appear to be politicised and no prominent actor advocates repudiation given the country's dependence on foreign aid inflows" (Hughes, 1987, 38,39).


Nevertheless, intellectual critics multiplied quickly. "It seems the government was too anxious to establish its credentials with the financial world," Thandike Mkandawire (1984, 40,43) concluded. "Although the question of whether IMF staff or local econo​mists devised the austerity programme touches upon the very important issue of national sovereignty, it is probably no consolation to the victims of such programmes that they are `home-made'." Arnold Sibanda (1989, 153) was more explicit:  "Such packages reveal the ready formation of class alliances, and that a developing country that does not restructure its internal economy, and its relations with imperialism, will find itself forced to do so as a matter of course."


Even Chidzero seemed to confirm this:  although Zimbabwe was "a blue-eyed boy" to the IMF until the 1984 budget deficit, the IMF soon created "if you like, a psychological-political situation which we can't ignore" (Herald, 23/8/84, 18/4/85). With such widespread sentiments, mixed with anger over the short-circuiting of the post-independence socio-economic transformation, expectations were high that Zimbabwe would play an important international role in contesting Third World debt and structural adjustment during the crucial period of the mid and late 1980s.

4. The fiction of Third World solidarity
It is arguable that ZANU leadership won ─ and then squandered ─ far more significant opportunities to resist conditionality, both for Zimbabwe and for allies in the Non-Aligned Movement, which Mugabe chaired from 1986-89. Zimbabwe's representatives also chaired the seventh session of the United Nations Conference on Trade and Development (1987), the IMF/World Bank Development Committee (1987-90), and the UN Security Council (1990-91). There were occasional outbursts at the IMF and Bank during this crucial period, even by Chidzero,
 reflecting intrinsic conflicts between Zimbabwe and the multilateral agencies. But a brief survey of rhetoric and actions taken suggests that constraints Zimbabwe faced in challenging international finance were overwhelming.


The central issue was posed in the broadest possible terms in 1983:


We must ask ourselves:  How much pressure can these nations be expected to bear? How far can the poorest peoples be pushed into further reducing their meagre standards of living? How resilient are the political systems and institutions in these countries in the face of steadily worsening conditions? I don't have the answers to these important questions. But if these countries are pushed too far, and too much is demanded of them without the provisi​on of substantial assistance in their adjustment efforts, we must face the consequences. And those will surely exact a cost in terms of human suffering and political instability. A cost eventually to be paid by themsel​ves and by the rest of the world, which may well prove far greater than the cost of helping them NOW... The economic distress of the poorest nations is a time bomb ticking away. We delay defusing it at our peril!

Thus the president of the World Bank, A.W. Clausen (1983, 9,15), addressed his board of directors, who proceeded to adopt a series of holding actions on the debt crisis. With no meaningful debt relief on the table, by the mid 1980s international financiers had reached mythical proportions in anti-imperialist discourse. Tanzanian president Julius Nyerere labelled the IMF "a neo-colonial institution which exploits the poor to make them poorer and serves the rich to become richer," and even Nigeria's military ruler complai​ned of the "bad doctor who administers the same treatment to all patients, no matter what their ailments. Following IMF lending conditions leads to street riots here tomorrow" (Herald, 13/2/85).


Such complaints had little effect. Following appeals by Julius Nyerere and Fidel Castro in 1983 for a Third World debtor's cartel ─ considered far too radical by many leaders with substantial personal foreign bank accounts ─ IMF pressure on Latin nations was intensified in the mid 1980s in order to avoid a major case of debt repudiation, no matter what the social cost. At the 1985 World Bank/IMF meeting in Seoul, for example, the "Baker Plan" was introduced, and won Chidzero's praise, even though it would not apply to Zimbabwe due to insufficient foreign debt and relatively high average incomes (Herald, 6/11/85, 12/12/85).


Chidzero was subsequently offered the chair of the 22-member IMF-Bank Development Committee at the institutions' October 1986 annual meetings. The advanced capitalist countries were, at that point, searching far and wide for US$50 billion in fresh capital to bail out the World Bank (it later emerged that US$85 billion would be necessa​ry). This entailed the appointment of a new Bank president, former US Republican Party backroom congressman Barber Conable, who would be sophisticated enough to sell the Bank to hostile fractions of the US Congress and international political establishment. In taking the Development Committee post, Chidzero noted the obvious:  "Developing countries are exporting capital back to the industrialised countries, almost subsidising them. We will have to do something dramatic about this" (Herald, 23/10/86).


In fact, nothing dramatic to halt reverse flows of capital was tried; instead the committee's executive secretary travelled to Harare in 1987 to bask in what he termed the "new era in cooperation between developing countries, donors and the IMF and World Bank" (Herald, 19/12/87). The only sour note, perhaps, was Chidzero's position against debt-for-nature swaps (which reflected widespread Third World nationalist sentiments, particularly in relation to proposals to turn the Amazon over to international sovereignty) (Southern African Economist, October/November 1989).


Capitulating to nearly any initiative emanating from international financial centres, Chidzero accepted an inferior European Community debt relief proposal (later approved by the G-7 countries in Toronto) for the rest of Africa during his first Development Committee meeting in early 1987 (although he ruled out the possibility of debt relief for Zimbabwe) (Herald, 10/4/87). He advocated moderate reforms (such as the "menu approach" with its exit bond buy-backs, debt-equity swaps, interest caps, etc), and was clearly opposed to even raising the possibility of stronger relief or Third World solidarity (Herald, 28/1/88).


Tellingly, the 1989 IMF/Bank annual meeting was characterised by Chidzero in the following terms:  "Curiously enough, debt was not the central issue. It was at the back of everyone's mind. But those who are primarily concerned with the debt issue have been saying:  `Look, the game is being played. Don't upset the apple-cart too much'" (Southern African Economist, November 1989). Meanwhile, however, the commercial bank loan tap had been turned off and even conditional aid to the Third World was slowing by the end of Chidzero's reign as Development Committee chair in 1990. Indeed the transfer of net financial resources from South to North soared from nothing in 1987 to in excess of US$50 billion in 1989.


This was also the period of Mugabe's portentous but ultimately overrated reign as leader of the Non-Aligned Movement (NAM). "Both [the NAM and the Development Committee posts] will enable Zimbabwe to provide an input into global discussions and negotiations on issues of trade and finance that reflected NAM and North-South preoccu​pations," claimed Chidzero (Southern African Economist, November 1989). Immediately following Mugabe in the hierarchy of the 1986-89 NAM was Peruvian president Alan Garcia, an enthusiastic though unsuccessful promoter of a unilateral debt repayment limitation of 10% of foreign currency earnings. The NAM 1986 conference in Harare produced strong rhetoric but no substantive collective action on the debt. As Zimbabwe Congress of Trade Unions general secretary Morgan Tsvangirai later complained, "At the time of Zimbabwe's leadership of the NAM, this was our worst period for debt servicing. We paid 35% of our forex earnings to the banks. But the government's priorities of that time were misplaced, so we missed the opportunity to lead the Third World" (Southern Africa Report, July 1991).


Another opportunity for action arose while Chidzero chaired the important seventh meeting of UN Conference on Trade and Development in mid 1987. He mulled over a proposal for converting debts to grants under terms of "co-responsibility" for the debt crisis, but ultimately remarked, "contrary to what some people expected, there was no confrontation between the developed and developing countries" at the UNCTAD meetings (Herald, 6/6/87, 24/7/87, 20/8/87).


There could well have been such a confrontation, as this was at precisely the moment that Zambian president Kenneth Kaunda publicly broke with the IMF, accusing it of "conducting a smear campaign" against Zambia. "It was our genuine desire to work with the IMF and World Bank," complained Kaunda, "and we did so honestly but reached a stage where the programmes headed by the IMF became completely unbeara​ble." The Zambian position was supported by Zimbabwe's Herald newspaper and by Zimbabwean Foreign Minister Nathan Shamuyarira, by public demonstrations of ordinary Zambian workers, and by the secretary-general of the Organisation of African Unity. But without a concerted effort at UNCTAD, Zambia ultimately succumbed to pressure and returned to the fold of international finance a few months later (Sunday Mail, 17/5/87, Chronicle, 8/5/87, Herald, 12/5/87, 7/5/87).


Shortly afterwards, at the September 1987 meetings of the Commonwealth group of nations, Britain's Nigel Lawson announced a plan to reduce the interest (not capital) burden of Third World debt, and the IMF's Michel Camdessus promised to search for more fresh loan money from central banks (Herald, 25/9/87). Chidzero overstated the gains from these inconsequential schemes:  "Even though the new solutions were not always perfect, they generated a feeling of optimism among developing countries" (Herald, 5/11/87).
 In reality, oft-made promises to debtors ─ new direct foreign investment, new flows of financial capital, better interest rates and borrowing terms, greater power and respect within international economic fora, a return to economic growth, etc, etc ─ in exchange for punctual repayments and endorsement of structural adjustment all generally failed to materialise.


Worse, evolving international trade relationships would make debt even harder to bear. Terms of trade fell dramatically from the early 1970s through the late 1980s. Then, according to even the World Bank and OECD, the December 1993 General Agreement on Tariffs and Trade (GATT) agreement would cost Africa a net value of US$2.6 billion in trading revenue annually by the year 2002, not including the social costs of associated unemployment and adjustment or the lost import tariff revenues. At the same time, Zimbabwe suffered the loss of the 1964-92 trade deal with South Africa (which privileged textiles), and in response (along with Zambia) raised tariffs on South African imports. Visions of regional trade harmony ─ either from the neo-liberal African Development Bank or the far more progressive African National Congress (as spelled out in its 1994 Reconstruction and Development Programme) ─ were likely to disintegrate as individual Southern African countries aspired to export-platform status or fell into submissive bilateral relations with either South Africa or their traditional colonial trading partners (Bond, 1994b).


Thus by the time Zimbabwe surrendered its leading positions in most of the international fora where debt could be raised, Third World external finances were in such tatters that what had seemed unreasonable and excessively cheeky in the mid 1980s ─ namely, stating the absolute impossibility of foreign debt repayment ─ was obvious. The United Nations "New Agenda for Development of Africa in the 1990s" even argued that the US$270 billion African debt should be canceled outright. The United States had, after all, found it feasible to cancel half of the Polish debt and US$7 billion in Egyptian military debt (the latter for Gulf War support). In such cases excessive external indebted​ness served as the basis for positive incentives to support blunt American ideological and geopolitical interests. Of course, most Third World countries could not attract such incentives and instead were subject to the less-forgiving power of financial markets.


Then in 1995, the unthinkable happened when World Bank staff let leak a paper promoting a "Multilateral Debt Facility" for Africa that would write off US$11 billion of multilateral debt (the catch, of course, was that recipients would include only those countries committed to orthodox structural adjustment) (African Agenda, October 1995). The reasons for the new proposal were simple. First, as the report conceded, "The fragmented approach followed thus far by the international financial community to address the debt problem of the poorest countries has reached its limit." Second, the Bank perhaps realised that it had created a bureaucratic monster in the form of 8,000 debt rescheduling negotiations in Africa alone between 1984 and 1992. With African finance ministry staff thus deployed, the Bank witnessed a corresponding decline in the number and quality of new loans negotiated, and with US$4 billion in new Bank loans earmarked for Africa annually it was embarrassing that by the early 1990s, US$14 billion in funds were still awaiting disbursement due to the limited absorptive capacity of many African countries' civil service (practically wrecked as they were in the early 1990s by wage, benefit and morale cuts). (As noted below, such bottlenecks were also internal to the Bank, and Zimbabwe suffered enormously due to the Bank's failure to disburse 1990-91 loans until March 1992.)


No matter the merits of the case, the US$11 billion proposal still fell far short of Sub-Saharan Africa's total foreign debt (and was only a third of outstanding debt to multilateral lenders), although the document also expressed a vain hope that the Paris Club of donor countries and the London Club of commercial bankers might follow suit with debt relief.
 Perhaps more importantly, upon mention of the proposal in the Financial Times in September 1995, the Bank's new president, James Wolfensohn, instantly clarified that this was merely a discussion document; he then failed to table the idea at the next month's IMF/World Bank meetings. Instead, under the guidance of leading US Treasury Department official Lawrence Summers (formerly Bank chief economist and author of the internal December 1991 memo arguing that "The economic logic of dumping a load of toxic waste on Africa is impeccable"), most of the donor country surplus funds which would have been contributed to such an African Multilateral Debt Facility were instead being pledged to a US$50 billion bailout fund. That fund, to be run by the IMF, was solely devoted to protecting international private sector investors who were sinking billions of pension and money market funds into the emerging financial markets. Such a fund was deemed necessary in the wake of the US$57 billion US-led bailout of the former structural adjustment poster-child, Mexico, earlier in 1995. Debate on African debt relief would simply be postponed again, until at least late 1996.


It was clear that Zimbabwe's role in the cruel international fora which devised and endorsed such redistributive, reverse-Robin Hood policies had apparently mattered very little to either the welfare of Third World peoples or to its own international balance sheet. Instead of being rewarded for adopting painful economic policies or for "letting the game be played" (as Chidzero had put it) ─ rewards perhaps in the form of debt cancellation in the early 1990s ─ Zimbabwe's ostensible honor was merely gaining access to additional, potentially crippling amounts of new foreign credit, tightly regulated by loan conditionality.

5. The omen of conditionality
The international financial agencies' desire for control of the direction of Zimbabwe's economy is so great, Green (1987, 255) concluded, that even when Zimbabwe declines to take on excessive short-term credit, "the Fund, Bank and several bilaterals oppose this apparently orthodox approach to the use of Fund credit presumably because it would limit macroeconomic conditionality leverage especially if Zimbabwe sought neither a SAP nor a Paris Club rescheduling." In the years prior to ESAP's introduction, microeconomic project loan conditionality was even more common, and was so widespread in most foreign-funded sectors of the economy as to provide a disturbing omen for the macroeco​nomic conditionality that was inevitably imposed in the early 1990s.


Zimbabwe was not unique, for as Joe Hanlon (1991, 198) observes, "The IMF and World Bank have tried to muscle in and take a dominant role through `conditionality'" in many places. In 1990 the Bank's chief economist, Stanley Fisher (who lived for many years in then-Rhodesia), explained two new ways to "maintain overall leverage" through conditionality:  "slow disbursement loans" in which money is released only in response to agreed policy changes, and "hybrid loans" in which project loans are linked more directly to conditionality. In addition, "coordination" and "co-financing" are used to harmonize policy approaches and to leverage existing donor funds into World Bank projects.


To illustrate such ambitious conditionality goals, which reflect the agencies' aims of creating a free-market "enabling environment," US AID found that its "achievements in project implementation have influenced the evolution of housing policy in Zimbabwe" (Abt Associates, 1988, 56). The World Bank (1995a, 17) was ultimately to boast that although "During 1980s, the policy dialogue between the Bank and the government was, at times, strained due to differences of view regarding the appropriate timing, sequencing and pace of macroeconomic and structural reform," the Bank's focus on sectoral lending gradually "fostered an awareness of the need for a broad-based economic policy reform" and "in conjunction with the informal work and advice provided by the Resident Mission, was instrumental" in shaping ESAP.


The Bank ─ Zimbabwe's single largest project lender with more than US$700 million in credits during the 1980s ─ had initially provided loans "confined largely to sectors where there was some agreement on policy and where some success was possible in the prevailing distorted macroeconomic environment," as one report (World Bank, 1995c, 16) put it. These sectors included energy, railroads, agriculture, health and family planning, urban development, infrastructure and small business. The manufacturing sector was temporarily supported, as discussed below, by a US$75 million Export Revolving Fund.


But conditionality was imposed on many of the Bank loans which included:  a 25% increase in interest rates for urban small businesses; an end to official support for agricultural cooperatives and tougher repayment conditions for peasant borrowers; and a veto of a proposed light commuter rail line for Harare's distant Soweto-style black township just as a crippling transport crisis threatened the township's future (Maliyami, 1990a). 


Although Mugabe occasionally protested ─ for example, during his first state visit to post-apartheid South Africa, he told parliament that the IMF and World Bank were becoming "less and less accountable" (FG, 18/8/94) ─ and his ministers often deeply resented the interference, his government did nothing to extricate itself from conditionali​ty. As in the case of housing and rural credit, the same general lessons ─ the ability of the Bank to gain power through debt, and impose conditions ostensibly aimed at solving "dualistic" development problems through expansion of the market into undeveloped areas ─ are evident in sectoral lending such as energy, transport, health, education, constructi​on, and posts and telecommunications, and in the requirement that foreign consultants be utilised. Each is considered in turn.

6. Energy
Energy was one of the primary sectors of Bank interest, responsible for more than US$150 million of loans during the 1980s. The Bank was active in energy lending during the colonial era, and at independence immediately returned to the Hwange colliery for a huge expansion project that was essentially an extension of UDI-era plans.
 A strategy for energy began to emerge shortly thereafter. The Bank (1982a 68,71) and United Nations Development Programme conducted an energy sector assessment which stressed the extraordinary damage done to the environment through energy-related deforestation. The logical conclusion of this might have been to increase the retail supply of electricity to deprived urban and rural areas. To the contrary, however, the Bank and UNDP found that "income levels will not rise sufficiently to encourage fuel substitution by the African population" and that therefore "an extensive reforestation program is urgently needed." These conclusions were based on the assumption of "rational energy pricing policies" (to replace the subsidised rate structure then in operation), by which the Bank and UNDP revised the income elasticity demand for energy down from 1.5 to 1, which in turn justified a far smaller emphasis on providing retail electricity.


At independence, only 14% of households ─ and virtually no households in rural areas ─ had access to electricity, due largely to the combination of Rhodesian racial discrimination and high connection fees. There was clearly room for growth in the energy sector through residential electrification ─ with resulting multiplier effects in electrical machinery and appliances as well as increased local entrepreneurial activities ─ but this depended on a strong political commitment that would extend electricity provision beyond market determinations of affordability.


Instead, in 1982 the US$105 million Bank loan for the expansion of the Wankie power plant called for the Electricity Supply Commission (ESC) and Zimbabwe Electrici​ty Supply Authority (ZESA) to raise retail prices by 60%. The Bank's (1982c, 33,40-41) objectives were to avoid debt-financing for investment until the point at which ZESA's debt/equity ratio fell below 60/40, and to keep short-term debt lower than 10% of total debt (both of which were provisions explicitly included in a nine-point conditionality menu).


The result was a flat energy consumption growth rate from 1981-84, in compari​son to 9% annual growth from 1971-81. The Zimbabwe government, assisted by the Federal Republic of Germany, attempted to get a rural electrification scheme going in 1985, but two years later still only 20% of households were electrified. In 1987 the Bank granted a US$44.4 million loan for refurbishing the Kariba facilities conditional on "economic pricing for energy products" based on a study prepared by Coopers and Lybrand which anticipated an 18% economic rate of return (in contrast to an "estimated opportunity cost of capital in Zimbabwe of 5%" at the time).


At this point the Bank (1987b, 14,15,19,33,39) expressed reservations over "institutional risks related to ZESA, which may have difficulty in properly and efficiently administering project execution," notwithstanding the fact that "the Bank has made a strong impact on strengthening the organisation of the power subsector and its financial situation." It was subsequently revealed that Bank energy sector funds were being diverted by top ZESA personnel to London bank accounts (FG, 13/8/92). Moreover, from December 1992 through February 1993, ZESA defaulted on Bank loan repayments worth Z$150 million (FG, 18/2/93).


While ZESA certainly deserved blame for the breakdown of much of the electrici​ty system in mid 1992 ─ and for other occasional periods when rationing was imposed due to inadequate contingency measures ─ there was also substantive criticism levelled at the Bank. For example, Dan Ndlela (1984, 73) found that local manufacturing linkages to the energy sector were virtually ignored in Bank energy sector lending:


The metal product branch was perhaps the worst casualty of the foreign aid boom. Exceptionally large projects resulting from the external aid boom have definitely worked against the prospects of the metal branch, eg the acceptance of the World Bank funded project of the Hwange Thermal power complex on the World Bank rules of the best tender was taken without due consideration of the key role played by this branch in the economy. That these terms have been used to exclude local firms with a capability of constructing certain components of the Thermal Power Project does not augur well with building up national production.

The Bank's bias towards thermal power was revealed in the veto of a proposed expansion of the Kariba South hydroelectric plant in 1989. According to the Financial Gazette (19/5/89), "The World Bank is understood to be considering the withholding of all future loans for Zimbabwe's electric power projects because the Zimbabwe government, against expert advice, has decided to proceed with the Z$300 million Kariba South Extension scheme." Soon frustrated ZESA researchers complained publicly that the bias towards thermal power and other aspects of conditionality had resulted in an "apparent inability of the Bank to carry out timely reviews and decisions on ZESA's investment programmes" (Energy and Communications, March 1991).


Furthermore, the Bank's external financing guideline represented "an extremely onerous condition as it imposes high tariffs on consumers, with negative consequences on the economy." In sum, the researchers continued, "The World Bank's influence and policies in the electricity sector are therefore inconsistent with the Bank's supposed support for the country's economic structural adjustment programme" (original emphasis).


More importantly though, retail consumers were the main victims of Bank conditionality on loans to an electricity system which at independence had the potential to help lead a basic needs economic strategy, but which failed to expand to unserved areas and which failed on administrative and management terms where the Bank exercised considerable clout. ZESA was later "permitted to adjust consumer tariffs to cover specific cost categories agreed with the Bank" thanks to a conditionality on the second tranche of the Bank's (1995a, 27) ESAP loan, and as a result, "large tariff increases [were] effected."


One result was that by early 1996, ZESA was only providing electricity to 21% of the population. Promises continued; within a decade electricity would reach half the population and within four decades all Zimbabweans would have power. This would depend in part upon a proposed 1600 megawatt dam and hydropower station planned for the Batoka Gorge, to be financed by the Bank (in the process destroying Africa's greatest whitewater river run, directly below Victoria Falls) (FG, 25/1/96).

7. Transport
Another example of the Bank's failure to properly carry through its own programme was a US$43 million Bank loan to rehabilitate Zimbabwe's rail transport sector. Not only were there long delays and alterations, US$6.2 million of the credit was ultimately canceled. The loan, meant to raise the availability of locomotives in the National Railways of Zimbabwe (NRZ) fleet from 55% in 1981 to 75% in 1984, unveiled the flexible manner in which Bank project lending can swing in vain from objectives such as export-oriented infrastructural development (the original purpose) to what became the crucial subtext:  ending government subsidies more generally.


"The key objective of the programme loan was achieved but not through the means envisaged during preparation of the programme," according to the Bank's own review (1989e, i,ii,5,6,13,25). "Since the problem of subsidies was pervasive in the economy and the effect of removals of subsidies on the rest of the economy was highly uncertain, government and the Bank agreed that the best way to tackle the issue was to undertake a study of the problem in the railways and to implement its recommendations in a subse​quent railways project." The Zimbabwe government agreed that subsidies (especially on transport of agricultural produce) should be phased out ─ from 17% in 1981 to 10% by 1982 and nothing by 1983 ─ and apparently "complied with" all covenants in the loan agreement. Yet when the Bank looked more closely in 1989 it discovered that "NRZ's reliance on government subsidies increased throughout the program."
 Also of note is the fact that, reminiscent of Ndlela's critique of the Wankie Colliery deal, Zimbabwe firms received only US$2.5 million in contracts relating to the project (7%, in contrast to India's 29%).


It was back to the drawing board for another round of restructuring in the early 1990s, and in its 1994 report, Adjustment in Africa, the Bank noted that the NRZ had now become a "model" for other African parastatals on the basis of having raised its revenue by 75% and cut its deficit in half after one year of adjustment (this was shortly after having refused to make payments to its pension fund of at least Z$40 million, or as the workers alleged, Z$196 million) (FG, 13/5/93). Meanwhile, tariffs had been increased by 50% over 18 months in 1993-94 and the work force cut by 3% (FG, 2/6/94). However, another early 1994 Bank report noted that the NRZ's financial situation was actually much worse than indicated in its financial statements (because the return on capital was based on book value, not market value, an accounting technique adopted because the Bank now insisted on an internal rate of return of 12%). Moreover, the NRZ's request for government subsidies ─ to serve as debt relief on Bank loans ─ would not help matters, according to the Bank itself (FG, 17/2/94). Indeed, the NRZ's loss of several million dollars in 1994 (at the time the Bank lauded NRZ as a model) was the result of "rampant unaccountability," according to Coopers and Lybrand in that year's audit (FG, 12/1/95). In February 1994, 48% of the NRZ's locomotives were out of service (Hawkins, 1994, 49).

8. Health
With respect to ending state subsidies more generally, some of the most controversial aspects of Bank project loan conditionality affected areas where Zimbabwe was making progress in meeting basic needs, including health and education. The subsidy cuts that accompanied IMF macroeconomic conditionality were mentioned earlier, but microecono​mic project loans also represented powerful levers on social programmes, for while they did not reduce the scale of the programmes, they often threatened to denude them of their ability to provide basic services at little or no cost to the very poor.


For example, a Bank (1990c, iii) health-care financing programme argued for an "increase in user charges" and the establishment of insurance programmes as a means of reducing government involvement. The philosophy of cost recovery, initially adopted by the Ministry of Health in 1985, began to be applied with a vengeance from 1991. Official fee exemptions for the poor were erratic. In 1992, within a year of the implementation of user charges, the maternal mortality rate had doubled even in Harare due to fees imposed for ante-natal checkups and hospital care. In early 1993 fees at rural clinics were temporarily suspended as a drought-recovery measure, but by early 1994 the fees were reintroduced and increased (in some cases by more than 1,000%) (Bijlmakers, Bassett and Sanders, 1995, 1996).


By early 1994, Health Minister Timothy Stamps readily admitted that the (nomi​nal) per capita spending on health had fallen by 37% since 1990 and medical services were now inaccessible to the majority of Zimbabweans (FG, 13/1/94). The government, Stamps said, was now "so miserly that we are killing ourselves because we want to save a few cents." Stamps called the Bank's 1993 report Investing in Health a "Catch 22" because it praised Zimbabwe as a model for health care at the same time other Bank ESAP policies were destroying the health system. Oxfam issued a 1994 report highly critical of the Bank on health policy, and as Minister of Mines Eddison Zvobgo observed in January 1994, Zimbabwe's post-independence slogan "Health for All by the Year 2000" had become "Death for all by the year 2000" (EIU, 3/94).


At this stage, a public squabble broke out between Stamps and the World Bank's Zimbabwe mission chief, Christiaan Poortman, regarding the health budget. When Stamps complained that the Bank considered health a social expenditure which "had to be cut" (FG, 13/1/94), Poortman took the rare step of denying the criticism:  "Over the last several years, the Bank has consistently defended the need to maintain real expenditures in Zimbabwe's social sectors" (FG, 3/2/94). And by the time of the Bank's April 1995 Country Economic Memorandum, an entirely different tune was indeed being played. For poor households, the Bank scolded, health fees "have been high" and the fee exemption system "does not function effectively," with young mothers the most likely to be excluded by high user fees. Thus all maternal and child health fees "should be suspended and free basic health services, including immunisations, preventive care and [treatment of] infectious diseases, should be maintained." Citing a United Nations finding that 30% of Zimbabweans have no access to health services, and with infant and maternal mortality rates "unacceptably high" in rural areas and increasing in Harare, the Bank suggests reversing the trend in health spending (World Bank, 1995b, vII, 56-61).


More generally, ESAP intensified Zimbabwe's (and indeed Africa's) health problems, for as Sanders and Sambo (1991, 163) point out, "the current AIDS epidemic in Africa is inextricably linked to socioeconomic and political factors" attributable to structural adjustment such as


urban drift, mainly as a result of increasing landlessness, and urban poverty as a result of contraction of cash incomes and inflation. Accompanying declines in formal sector employment in most of Africa have led to increa​sed dependence on informal income, which for women has often meant resorting to prostitution.

Of Zimbabwe's eleven million citizens, approximately 10% were HIV-positive during the early 1990s, a situation that dramatically reduced income-generation and added new expenditures to the already overstretched budgets of affected households and kinship networks. The particular features of Zimbabwean political economy ─ such as the migrant labour system and the vulnerability to drought suffered by peasants with no access to irrigation ─ can be blamed for the high rate of infection, but there can be no doubt that ESAP exacerbated the susceptibility of poor Zimbabweans to disease.


Government's response to decaying health conditions and to adjustment-related poverty in general ─ aside from lower per capita spending, the November 1991 "Social Dimensions of Adjustment" programme and the October 1993 "Poverty Alleviation Action Plan" (relaunched in January 1995) ─ was underwhelming, even the World Bank (1995c, 10) conceded (at the same time it was judging ESAP "highly satisfactory"). As Bijlmakers, Bassett and Sanders (1996, 70) remarked, "the proposed measures hardly involve any structural changes that may improve the plight of the poor."

9. Education
State-funded education was another important site of struggle over loan conditionality. Facing the first debt and conditionality crisis in 1984, Mugabe explained that "The argument put forward by the IMF is that the money should be used in the productive sector but we insist that education is equally productive since it produces men [sic] who serve in all sectors of the economy" (Herald, 13/2/85). There followed a sustained attack by international funders on various aspects of Zimbabwe education policy, ranging from teachers' salaries to school computers. Education Minister Fay Chung (1992, 20) complained, "The Zimbabwe government insisted on maintaining its pay scales, although the World Bank equally adamantly insisted that too much education and overpaid teachers were the main causes of Zimbabwe's budget deficit... Today the World Bank is advising us to retain unqualified teachers, not because it is educationally better to do so, but because it is financially better to do so."


Chung, however, was by no means against the Bank's overall approach to education, including cost recovery.
 It is noteworthy that in contrast, the CZI publicly rejected the introduction of school fees at primary level as "detrimental to ESAP in that the future employment of children dropping out of school for failure to pay school fees would be severely affected, thereby creating a shortage of badly needed trained manpo​wer" (FG, 12/12/91).
 But Chung's opposition to certain aspects of conditionality was well known. Political scientist Jonathan Moyo (FG, 9/7/92) noted that her removal from her ministerial position in mid 1992 "has fuelled theories that the demotion was because of her opposition to World Bank policies on education."


But in the 1995 Country Economic Memorandum, the Bank again appeared to get the message, acknowledging that "the quality of education has suffered in recent years due to budget cutbacks." Spending on primary schooling fell from 5% of GDP during the late 1980s to 3.6% in 1994, and should, the Bank suggested, be raised back to 4-4.5%. Moreover, the new school and exam fees "are causing serious hardships for low-income households," and primary fees should thus be canceled in high-density suburbs (World Bank, 1995b, vII, 50-56).
 The Bank (1995c, 29) also acknowledged that "The intro​duc​tion of school fees has led to concerns that poorer parents may limit the number of children educated and further the existing gender bias, which favours the education of boys."

10. Construction
It would be a mistake, hence, to suppose that the Bank had a monolithic market-driven (gender-insensitive) approach to all aspects of the economy and society, particularly in view of the "kinder, gentler Bank" strategy unveiled in the 1995 Country Economic Memorandum.
 On occasion the Bank applied conditionality of a rather different sort than that described above. For example, the Bank (1995a, 33) had prohibited use of its ESAP financing for the import of tobacco processing machinery, due to the health effects of smoking. Another example is the Bank's support for what it termed "affirmative action" in the construction industry.


The 1991 Bank loan of the equivalent of Z$100 million to support the Zimbabwe​an construction industry carried with it conditionality to the effect that black contractors get preferential treatment on major tenders for all public sector works.
 How did the affirmative action programme fare?


The code was formally introduced in 1993, and required that all government construction projects below Z$10 million (later Z$3 million) be contracted to members of the Zimbabwe Building Contractors Association (ZBCA)
 and that provisions be made on larger contracts to subcontract at least 7.5% to its members. More than 360 black contractors joined the ZBCA, but 300 of these failed to renew their membership a year later because only three companies received the bulk of the benefits. As Simbarashe Makunike (1994, 4) observed, "A lot of the contractors have watched with resentment and frustration the creation of elite black contractors and the invasion of their market by some foreign contractors, mostly from the former Eastern European countries."


Major construction firms responded to the code by selling or offering shares to indigenous entrepreneurs. Emblematic of the process and outcome was the case of Leo Mugabe, the president's nephew, who bought a 51% stake in Wallen Construction (insisting, at the same time, that he would "never be a front for anybody"). In 1994, Leo Mugabe successfully intervened to force a reevaluation of construction bids for a new Harare International Airport, with support from most of the cabinet, and in 1995 his syndicate won formal approval for what would be a Z$1.2 billion project even though it finished behind three other tender offers in the ratings and was described by Ministry of Transport officials as architecturally "over-scaled and ill-considered" and as entailing "one of the least desirable procurement methods" (FG, 16/12/93; 19/10/95).

11. Posts and telecommunications
It would also be a mistake to discount the role of resistance to the Bank offered by those in the bureaucracy who had both different visions (and in some cases material interests), and a sense of the long-term implications for their jobs.
 For example, a 1990 Bank study (financed by Japan) on proposed Cotton Marketing Board adjustments was, a year later, "gathering dust at the Ministry of Agriculture," according to one report (Herald, 4/7/91). Moreover, the Bank did not get its way on proposals to restructure the National Parks and Wildlife Management in 1994, as opposition from hunting tour operator (and Vice President) Joshua Nkomo materialised (FG, 24/11/94). When in 1994 the Bank's International Finance Corporation prepared a privatisation package for the government-owned Sabi Gold Mine, this was also rejected (FG, 15/12/94). And, conceded the Bank (1995c, 31) ruefully, "due to government's reluctance, the Bank was not able to prepare or provide support for a comprehensive public expenditure review [during the first phase of ESAP], which was critically needed prior to major budgetary cuts."


Perhaps most revealing of intragovernmental power relations is that when the Bank over-reached on privatisation ─ for example in its initial effort to split the Posts and Telecommunications Corporation (PTC) into a (profitable) phone company and a severely-rationalised postal service acting on cost recovery principles
 ─ sufficiently strong resistance emerged from within the parastatal itself. Yet that particular suggestion was opposed by the PTC board not out of its desire to better serve the Zimbabwean public, but on grounds that "it is a strategic industry." The majority of Zimbabweans without personal telephone access who would logically have united with the board ─ for fear that Bank recommendations would forever preclude expanding services to the poor, as is the case internationally ─ were prevented from doing so because PTC acting chairman Edward Makoni initially lied when he denied a Financial Gazette report on the proposed privatisation.


Jonathan Moyo (1992, 4) responded, "Just imagine the chaos that would result from this proposal!" In the spotlight, suddenly, was not merely the economic philosophy of privatisation, but the broader question of the social distribution of the country's resources:


Maybe the World Bank's rationale is that Zimbabweans will get their mail at workplaces. The trouble with that assumption is that it fails to recognise that, because of other World Bank policies, many have no workplaces because they are unemployed or are about to be retrenched. No sensible Zimbabwean politician would run for public office on the platform that if elected he would ensure that the PTC does not deliver mail to the homes of citizens as a cost-recovery measure. Only an unaccountable foreign institu​tion such as the World Bank would insist on such measures and this goes to show that, contrary to its propaganda about structural adjustment with a human face, the World Bank is in point of fact an enemy of democracy.

Later, an opening emerged for private cell-phone systems (against government's wishes) when in 1995 the Supreme Court deemed the PTC's erratic phone service monopoly to be a violation of constitutional rights of expression. This would have much the same effect as privatisation in intensifying the PTC's latent commercial instincts, and would further exacerbate unequal access to telecommunications between the small elite market and the vast majority of Zimbabweans. Fearful of private sector competition (in particular, an alliance between Strive Masiyiwa and two foreign companies) and probably desiring an option for state officials and friends to get in on the cell phone action, the government temporarily squashed the initiative, again anecdotally suggesting the occasional limits of international financial power against local bureaucratic and patronage-related sabotage.

12. Consultancies
Another aspect of conditionality that riled leading Zimbabweans was the Bank's habit of force-feeding consultants, usually foreign-based with good personal connections to Bank staff.
 It was becoming obvious that "The donors and African governments together have, in effect, undermined capacity building in Africa. They are undermining it faster than they are building it, or at least as fast," acknowledged the Bank's Africa chief, Edward Jaycox, at a Washington, DC conference in 1993. Technical assistance "is not welcome, there is no demand for it really, except on the donor side," he conceded, while promising, "We are not going to write these [macroeconomic and sectoral] plans anymore. This is a wake up call on that. We are not going to do that anymore. Africa will have to find that domestic capacity" (FG, 27/5/93).


And yet in a 1994 review of its housing programme, the Bank (1994, 11) rigidly criticised the Zimbabwe government for rejecting its advice that the huge sum of US$7.5 million ─ a full 20% of the US$36.5 million Urban I loan ─ be spent on consultants to help implement the poorly-designed programme.
 To enhance government cost recovery on the agricultural services programme, the Bank deployed the most controversial foreign consultant Zimbabwe had ever suffered, Doris Jansen (who wrote the 1983 report CZI feared would deindustrialise Zimbabwe), for the purpose of measuring ─ again using the discredited domestic resource cost methodology ─ where to seek a greater return on public investments in small farmer irrigation (World Bank, 1995b, vII, 109). And by 1995 the Financial Gazette (9/11/95) expressed annoyance that the Bank and IMF


have mooted another suspicious idea of recruiting retired banking "experts" to serve in needy countries... Obviously these jobless men and women, grouped under a new World Bank organisation named the Senior Volunteer Advisory Service, will be transported, housed and salaried out of the donor funds granted to the recipient country by the World Bank itself. Thus it is being said that the new scheme is an attempt by the World Bank to create jobs in the Third World for the jobless aged from donor nations. What most developing countries need today is tightly focused funding aimed at greater self-sufficiency, not elderly advisors alien to the needs and conditi​ons of recipient countries.

What is important in all of these examples of project and sectoral conditionality is not merely the specific issue at hand, but also the evidence of the Bank's ability to recom​mend and usually (though not always) enforce changes in government policy. It should be clear from the examples, as well, that the Bank sometimes went about its work in a seemingly haphazard manner. Yet there were at least two areas where conditionality was both consistent and unyielding:  trade liberalisation and financial deregulation. The early manifestations of pressure in these areas will be examined next, beginning with finance.

13. Financial regulation and monetary stability
Even though ESAP was crafted to suit the wishes of global-scale banks and corporations, their domination of time (through finance) and space (through trade) would not be an easy accomplishment in a country whose state financial controls and import-export system had together developed as one of the world's most rigorous regulatory regimes during the 1960s and 1970s. It is appropriate to consider the Zimbabwean government's finance and monetary policies in this recent historical context, for a full decade of pressure was required before international financiers fundamentally weakened the system inherited from Rhodesia. During the 1980s, a number of short-term financial management measures were gradually taken ─ of which steady interest rate increases and a few non-interest controls of financial ratios (when it was necessary to stave off crisis) were the most important ─ which led, ultimately, to the full-fledged deregulation of finance and establishment of high, positive real interest rates alongside trade liberalisation and price decontrol during the 1990s era ESAP.


Upon taking power, Zimbabwe's state financial bureaucracy maintained the bulk of Rhodesian-era regulations over financial institutions and even added a few others. The additional controls stemmed from the Finance Ministry's realisation, from early 1984, that growing imbalances in flows of financial funds would have to be dealt with in an interventionist manner. This was a result of increasingly speculative economic tendencies and growing inequality in access to financial assets. Zimbabwe was also faced with a foreign exchange crisis at that stage which required proactive measures to prevent outflows of corporate profits and foreign share investment funds.


In March 1984, for example, the Finance Ministry acquired Z$200 million in overseas stock market shares private held by Zimbabweans, and also imposed a variety of other stringent "blocked funds" controls on foreign remittances (including the pension benefits of ex-Rhodesians). The occasional tightening of exchange control regulations generated some grumbling among elites, but all things considered the regulations were supported by domestic capital in view of chronic foreign exchange shortages (which in turn stemmed, in large part, from excessive post-independence luxury consumption imports by the minority of wealth-holders; the trade-off was evident enough). For capital, a reassuring conclusion about those interventions was offered by accountants Deloitte Touche (1990, 5):  "A close analysis of post-independence Zimbabwe reveals a pragmatic and indeed conservative government policy as far as monetary and financial strategies are concerned."


This attitude was also evident with respect to new institutions created by the Finance Ministry and Reserve Bank to support financial, trade and local commercial liberalisation (eg, the Zimbabwe Investment Centre in 1987, the Indigenous Business Development Centre in 1990, and Zimtrade and the Venture Capital Company of Zimbabwe in 1991). In addition, it must be added that during the early years of ESAP, Zimtrade nearly closed down due to delays in the provision of anticipated government support, while the Zimbabwe Investment Centre was criticised for neither succeeding in reducing red tape nor for reversing the disinvestment trend (FG, 19/9/91, 4/6/92).


Regarding the "pragmatic and indeed conservative" monetary and financial regulation, there are several categories to consider, which broadly fit a chronological evolution of policy choices. On the one hand, the state maintained an unsure hand on the reins of financial capital, ensuring that its only routes for speculative investment were at least local ones (the stock exchange and real estate), as opposed to following international capital flight to offshore financial centres, as was underway across most of the Third World at the time. On the other hand, however, the strategic direction of the new policies was set at a bad time in the early 1980s, during a brief period of excessive monetary laxity. The tools utilised ─ mainly manipulation of interest rates and requirements relating to liquid assets and prescribed assets ─ did not address the underlying problems of productive sector overaccumulation and its displacement into financial circuits.


In 1980, the money supply (M1) rose by 34%, in part because of deficit-financing directly through the banks. In February 1981 the Reserve Bank imposed the first Bank Rate increases in two decades (from 4.5% to 6%) The next rate increase, from 6% to 9%, quickly followed in mid 1981 and had a dramatic impact on liquidity in the econo​my, as the money supply declined by 10%. In August 1982, further measures were adopted and M1 growth declined abruptly while M2 increased by just 1% from September 1982 to September 1983 (compared to a 19% increase over the previous twelve months)​.
 The Economist's (21/8/84) comments on Zimbabwe's monetary slowdown are revealing:  "To an outsider, that looks like overkill."


By late 1983 the deep recession forced a reversal of monetary strategy. Commerci​al banks' minimum liquid asset ratio was dropped from 35% to 30% (though it was increased again to 40% in the late 1980s). The banks lent much more aggressively during 1983, increasing their outstanding advances from Z$375 million to Z$450 million. The drought-ridden agricultural sector borrowed 50% more, as did the distribution sector (RAL EGE, December 1983, March 1984). Indeed, bank liquidity remained high throughout much of the decade, as reinvestment of profits into new plant and equipment was spurned by productive capital. As the government's budget deficit mounted in the mid 1980s, the Reserve Bank in 1987 forced banks to buy 91-day, non-interest bearing (and non-liquid) "special bills" to mop up liquidity and to finance government.


Such non-interest regulatory controls "caused banks the most headaches," according to bank economist Girdlestone (1990). But both interest rate changes and non-interest controls were ultimately ineffectual in addressing the tensions between rising financial and declining productive circuits of capital. In sum, the sorts of policies adopted in the early years of independence were badly suited to addressing the underlying problem of emerging financial overaccumulation (which in turn largely reflected the limits to reinvestment of productive capital). The subsequent higher interest rates and monetary tightening had an unwanted effect on both growth (especially in the black housing market) and, surprisingly, inflation.


Inflation quickly became a key monetary target, notwithstanding the fact that, according to Rob Davies (1983, 7), "in Zimbabwe there does not appear to be even a statistical relationship" between money supply and inflation, much less a causal relations​hip. The deeper-rooted problems in the economy ─ such as corporate concentration and disproportionalities stemming from generalised overaccumulation ─ were not seriously addressed, and instead a temporal fix began to emerge through expanding financial markets. State policies could seemingly only adapt to such financial expansion ─ misdirecting it into speculative markets through the higher interest rate structure ─ rather than attempting to control it and channel it more effectively into the productive circuit of capital.


Thus even as rising inflation dragged real interest rates down to negative levels, the Finance Ministry and Reserve Bank reduced financial capital's earnings through higher liquidity requirements (which meant banks had to maintain more cash in their vaults) and prescribed asset requirements (by which institutional investors had to invest a larger share of their assets in government securities). Yet the banks apparently deemed this situation acceptable, for meanwhile, their rate spread (the difference between what banks charge borrowers and what they pay savers) increased substantially. Speculative investment markets had become extremely attractive, and banks prospered through increased loans for trading in real estate and share. Moreover, sufficient amounts of the banks' "substantial" profits continued to accrue to overseas headquarters (Government of Zimbabwe, 1990). The financial system remained "nicely protected and profitable," the World Bank (1989d, 23,56) confirmed, in part because "the depth of the country's capital market places Zimbabwe ahead of many countries, including Chile, Korea, India, Singapore and Greece." 


Thus although the state intervened in the financial markets, it largely corroborated rather than challenged the markets' dynamics. Prescribed assets were an important example of the temporary equilibrium established between financial control and speculati​on in the context of the deeper crisis of overaccumulation. Notwithstanding prescribed asset rates for institutional investors of up to 60%, "It should be emphasized that there is little evidence of direct crowding out of the private business sector, owing to its weak demand for credit in this period [1980-87]," the World Bank (1989d, 23) conceded.


But even if regulations such as prescribed assets were relatively unimportant to the direction and tempo of funding flows in the Zimbabwean economy, financial institutions were nevertheless still viewed by black bureaucrats with a certain amount of hostility, largely on the basis that such a tiny percentage of loans were available to black borro​wers. The World Bank (1989d, 55) reported "considerable mistrust between the govern​ment and private financial sector ─ especially the foreign-owned part that accounts for the bulk of the monetary system ─ and a strong feeling that it could not be entrusted with implementing the government's priorities."


Thanks to the Bank's tutelage, however, those priorities would change dramatical​ly during the 1990s. Not only did they entail profound changes in financial regulation that served to shorten the temporal horizons of investment capital, they also conclusively lengthened Zimbabwean capital's spatial reach, through promotion of more extensive trade relations. Again, though, the seeds of the new policies were sewn during the first decade of independence.

14. Trade promotion
The linkages between the two types of liberalisation, finance and trade, are important. Chidzero spelled these out as early as 1982, in a self-imposed promise of conditionality (in a letter to the World Bank [1982, Annex IX, 39]):  "We are convinced that we could appreciably increase the volume of our exports through liberalisation of credit facilities." But there was not much choice, for in subsequent years, according to Davies, Sanders and Shaw (1991, 21), "Relations [between Zimbabwe and the World Bank] deteriorated somewhat when attempts to borrow further in order to increase the Export Revolving Fund were met by greater Bank conditionality, with an insistence on moves towards trade liberalisation."


In a sense, trade liberalisation began in late 1982, with the high-profile devaluation of the Zimbabwe dollar. The World Bank (1983, 3,13) soon heralded "important policy directions ─ including an outward-looking, export-oriented industrial strategy." Indeed, the list of conditionality on a 1983 Export Revolving Fund loan gave a sense of the priority that devaluation took:


The government is discussing with the IMF a stabilization program which stipulates a number of measures including:  an exchange rate adjustment (as a result of the dialogue, the government devalued the Zimbabwean dollar by 20% on December 9, 1982 in order to restore export competitiveness that had been eroded by large increases in labour costs and high domestic inflation); an adjustment in the basket of currencies on which the value of the Zim dollar is determined; a reduction in the budgetary deficit; limitati​ons to wage and salary increases; and ceilings to short-term external debt and domestic credit. The negotiations are at an advanced stage and are expected to be successfully concluded shortly.

Devaluation was to be one of the most contested aspects of international financial conditionality, for it represents the fastest means of devaluing a country's labour power, and since the power of local manufacturing capital was often mobilised to oppose further devaluations. It was not merely progressive economists such as Ndlela (1986) or Davies (1983) who took public stands against devaluation. For udc Ltd chairman (and former CZI president) Alan Paterson, devaluation was "an unacceptable alternative... Perhaps by liberalising external borrowing and improving the speed of decision making, government would encourage the private sector to take a greater role in this vital enterprise [foreign exchange generation]" (Industrial Review, July 1987).


Devaluation was not the only means of promoting trade liberalisation. In 1984 the Export Incentive Scheme was introduced (allowing exporters to retain hard currency) and by late 1985, dubious comparisons between Zimbabwe and Asian Newly Industrialised Countries were ventured (Herald, 12/12/85). A joint World Bank and UN report on Zimbabwe noted possible "success stories" in manufacturing exports (Sunday Mail, 6/10/85), although no marketing studies were subsequently carried out indicating sure-fire "success stories" (indeed no marketing studies were released at all in the lead-up to the full-fledged trade liberalisation of the 1990s). So whereas in late 1986 and thereafter, the Bank threatened to withdraw the Export Revolving Fund if Zimbabwe did not more decisively liberalise, there was no firm proof of even the likely effect this would have on industry (Herald, 23/10/86, 2/4/87, 29/5/87). Nevertheless, according to the Bank (1995c, 16), the 1986 debate with government officials "intensified the Bank's policy dialogue, but it was not supported by the Bank's senior management, essentially on the grounds that it was too risky to proceed without a demonstrated commitment to trade liberalisation."


More vague promises were still ahead. The following year, the Bank (1987c, 70) report A Strategy for Sustained Growth ─ credited with winning over a critical mass of government bureaucrats ─ suggested that "it is highly difficult to predict which manufac​turing subsectors will enjoy rapid growth, but there is sufficient evidence on the responsi​veness of Zimbabwe's manufacturing sector to be optimistic on its export prospects... The European market is likely to be central to growth in manufactured exports."
 Former CZI chief economist Riddell responded, "Strikingly, the Bank fails to provide evidence to support such a bland conclusion." Indeed, if the Bank's Strategy for Sustained Growth was adopted, Riddell (1990, 382-383) predicted,


there would be a major loss of control of major aspects of the economy, making planning for the future direction more difficult and increasing external vulnerability. Second, [new foreign borrowing to pay for imported capital goods] would have adverse implications for debt servicing just at the time when the country's dangerously high debt-servicing ratio would be falling. Third, the World Bank's own estimates suggest that their proposed 20% devaluation would induce a 6% fall in real wages while the price increases of the parastatals would be expected to add a further 2% to the cost of living of low-income groups... It therefore needs to be asked whether the marginal changes predicted would be worth the extremely high level of risk involved.

The risks included a major restructuring of Zimbabwe's manufacturing plant and equipment. By 1990, (pro-liberalisation) CZI chief economist Mike Humphrey was compelled to warn, "In the early phase of the programme an extensive process of rationalisation will have to occur in many of the existing manufacturing companies. Companies will have to concentrate on a much-reduced product range, with greater production runs" (Africa South, May/June 1990). All of this fit the broad contours of what the Bank and other international financiers were promoting across the globe. Humphrey's otherwise credulous (and very high-profile) promotion of ESAP was one way of differentiating the CZI of the late 1980s/early 1990s (especially following an April 1988 memo) from the CZI of a decade earlier (Skalnes, 1993). By 1987, according to Peter Gibbon (1995, 9), white CZI leaders "could distinguish themselves from the remnants of UDI-style politics" by working more closely with government on potential (but always theoretical) sanctions against apartheid South Africa, on the operation of the Beira Corridor Group (to permit an alternative export route than through Johannesburg), and on the design of industrial policy in roundtable discussions also involving the World Bank and United Nations. The Bank (1987a, 1987c) converted CZI to liberalisation using the argument, oft-repeated by Humphrey, that earlier rounds of (Rhodesian-era) import substitution were now essentially exhausted, and that there was no alternative but for Zimbabwe to face outward (Stoneman and Cliffe, 1989, 137).


In addition to making amends with manufacturers, the Bank had much greater access to the Zimbabwe government during the late 1980s, and in 1991 claimed ─ as Lionel Cliffe (1991, 28) put it ─ to be "`much more on the inside' than in earlier years. In late 1990, for example, there were, in the course of one month, thirty World Bank missions looking at some aspect or another of the economy." 

15. Premonitions of economic collapse
The World Bank was accompanied by other international institutions in its imposition of conditionality on project, sectoral and macroeconomic loans. Of greatest importance, perhaps, the IMF continued to monitor Zimbabwe even after cutting off its credit line in 1984. According to Riddell (1990, 383) the IMF "sees the problems of public finance and of an `overvalued' exchange rate as critical, while it advocates, more specifically, a simplification of investment procedures, an ending of all price controls as soon as possible and, for manufacturing specifically, a more outward orientation." 


Zimbabwe accepted these macroeconomic recommendations (even before receiving a US$484 million IMF structural adjustment loan in January 1992), and went even further. The 1991 "Framework for Economic Reform" promised that by the end of 1995 there would be a 25% cut in the civil service, and the demise of all labour restrictions, price controls, exchange controls, interest rate controls, investment regulations, import restrictions, and government subsidies. Privatisation of parastatals was practically the only major ingredient in the typical structural adjustment recipe that Zimbabwe was able to forego (but even so, parastatal commercialisation was pursued with vigour and by 1995 "rapid privatisation of the key parastatals" providing telecommunications, electricity, water and transportation had become a central World Bank demand) (World Bank, 1995c, 35).


Stoneman's (1990, 5) prediction should be noted at this stage:  "Historically, structural adjustment policies have no record of success, whereas Zimbabwe has been following proven policies of industrial protection... By 1995 the failure of World Bank policies will be indisputable." In fact, the date at which such a conclusion could have been reached was probably closer to late 1991.

16. The Economic Structural Adjustment Programme
"Deep down," the novelist Chengerai Hove divulged (1994, 71),


I harbour fear, a persistent fear which, like an ominous shadow, refused to abandon me. There is the smell of the Structural Adjustment Programme in the wind, with its flags swamping those of political independence. "Sure Advice to Poverty" local pub humorists have nicknamed this World Bank-IMF economic beverage. It tastes sour from the beginning, a cartoonist once wrote as he watched friends and foes losing jobs in Harare's indus​tries under the banner of "die today so as to live tomorrow."

ESAP was most often redubbed "Eternal Suffering for the African People" in colloquial discourse, but 1991-95 was also a period of eternal suffering for at least some badly-exposed fractions of overaccumulated capital, as devalorisation finally began in earnest. What, one may ask in retrospect, was the point of it all?


Introduced by Finance Minister Chidzero in 1990, ESAP's formal programmatic shape and projected results were only revealed in the January 1991 Framework for Economic Reform, 1991-95. That supposedly "homegrown" document (tellingly, written in American English, as are all World Bank documents) offered the following predictions: 


• Reaching 5% growth annually, the economy would have grown in excess of 4.3% for eight consecutive years (1988-95) ─ in spite of the fact that the longest stretch of positive growth since 1973 had been just three years.


• The overall budget deficit would shrink to 5% of GDP. And although Zimbab​we's foreign debt would initially increase from US$2.4 billion in early 1991 to a projected US$4 billion in 1995, repaying the debt would become easier. The debt service ratio (repayments as a percentage of export earnings) ─ which peaked at 35% in 1987 and fell to 24% in 1990 ─ would drop further, to 18.5% by 1995, in spite of the addition of US$3.5 billion in new loans in the intervening years (US$1.9 billion of which would meanwhile be repaid).


• Private sector investment would rapidly overtake government investment, doubling from levels of the late 1980s, and total investment, which averaged less than 20% of GDP from 1985-90, would reach 25% by 1993 and remain there.


• Inflation, running at 20% in early 1991, would be down to 10% by 1994.


• Relative to the rest of the economy, exports would grow by about one third from late 1980s levels; specifically, mining exports would increase from less than US$400 million in 1990 to more than US$500 million in 1994, manufacturing exports would double from US$400 million in 1988 to US$800 million in 1995, and agricultural exports, which were in decline since 1988, would grow steadily through 1995.


• Except for 1991, Zimbabwe would have better terms of trade in its dealings with the world economy over the subsequent five years.


• New direct foreign investment would flood in (US$30 million a year from 1992-95) notwithstanding the fact that such investment flooded out during the 1980s.

Considering what actually transpired during the first half of the 1990s, a similarly-optimistic but farfetched prediction made by Chidzero precisely a decade earlier ─ 8% annual economic growth through the 1980s ─ springs to mind, as does the resounding endorsement of Chidzero's planning by the World Bank and IMF at the 1981 Zimcord conference. From the late 1980s, the Bank promoted ESAP with as much temerity as did Chidzero, notwithstanding the fact that from 1989 rather mixed signals were emerging from a general equilibrium econometric model used to simulate Zimbabwe's economy. This is worth a moment's consideration, for in the scenario that most closely resembled ESAP, Bank modelers Elbadawi and Schmidt-Hebbel (1991, 55,57) forecast the follo​wing:


Reducing the consolidated public sector deficit over 1991-95 has major benefits for macroeconomic stability and long-term growth prospects in Zimbabwe. The domestic debt to GDP ratio starts to decline, allowing domestic real interest rates to fall, which reinforces the initial fiscal adjustment and spurs private investment... One final word on investment and growth is in order. Our simulations show a slight decline in GDP growth over the 1991-95 projection horizon, reflecting the contractionary effects of lower public consumption. However, lower real interest rates spur private fixed capital investment, raising the share of total gross fixed capital investment in 1995 from 23.3% of GDP in 1988 to 24.8% under fiscal adjustment (emphasis added).

To translate the formal economic argument, in short, cutting government spending would limit growth, yes (though the Bank never revealed this finding to the Zimbabwean public), but private sector vitality would compensate soon enough.


In reality, growth only reached 5% during one year (1994), and averaged just 1.2% from 1991-94 (the last year full data are available; 1995 was flat while in 1996 generous rains generated hopes for a more substantial upturn). Inflation averaged 29% from 1991-94, and never dropped anywhere near the 10% goal. The budget deficit was nearly 9% of GDP from 1991-94 (with no prospect of getting down to the targeted 5% from a drought-related high of 13% in 1994/95). Investment in 1993 was less than 19% of GDP, far short of the 25% target (Zimbabwe Economic Review, September 1995). But to get a more nuanced picture reflected in these disappointing numbers, it is worth looking more closely at the results of ESAP in the fields of trade, foreign debt, industrial output, investment and employment. Following this exercise, it will be helpful to reconsider the roles of time and space in reorganising the ESAP economy, and later to document the hopes and ambitions, actions and reactions of different social forces.


What we will conclude from examining trade, debt, output, investment and employment is that Zimbabwe suffered continuing overaccumulation of capital, intensified international competition, and yet profoundly uncompetitive production processes during the early 1990s. But while the ESAP experience was certainly bedeviled by these underlying dynamics of capitalist crisis, ESAP's defenders will reply that other forces external to the logic of reforms ─ the drought, durable fiscal deficits and severe losses by parastatals ─ all threw the model off track. True, yet the 1992-93 and 1993-94 rainy seasons were fine. Moreover, in the field of trade, enormous (unanticipated) devaluation of the currency should have boosted exports dramatically. Instead of growing, as discussed in more detail below, the real value of exports crashed and the visible balance of trade ─ which had been positive through 1988 (when the surplus was an impressive Z$923 million) ─ immediately went into deficit and plummeted to negative Z$1.9 billion in 1991 and negative Z$3.9 billion in 1992. The trade deficit remained deeply in the red in 1993 (negative Z$1.6 billion) and 1994 (negative Z$2.1 billion).


And this was accomplished by mortgaging the future at a rate unparalleled in the country's history. ESAP was to require US$3.5 billion in new foreign loans over five years (as against existing external debt of US$2.5 billion in the late 1980s). Initially, government had experienced severe liquidity problems because foreign donors delayed making ESAP-related loans or grants. These were ostensibly to become available in 1990-91 but did not, in fact, transpire until May 1992 (in the case of the Bank) and June 1992 (in the case of others), apparently because of both distrust that the programme would truly be implemented, and the funders' need to maintain leverage over the Zimbabwe budget. As a result, government repeatedly turned to (inflationary) financing from the domestic banking sector ─ where real (after-inflation) rates of interest regularly reached unprecedented levels of 10% ─ as well as to an expensive US$155 million foreign commercial bank loan in mid 1991 (Gibbon, 1995, 13).


As a result, in the 1992/93 fiscal year, interest payments on both foreign and domestic debt soared 15% more than projected due to exorbitant interest rates and dramatic (downward) exchange rate movements (World Bank, 1995a, 35). The ratio of foreign debt repayments to export earnings, which Chidzero had promised would stay below 20% during the 1990s, climbed to more than 30% by 1992, with no prospect of coming back down to the "safety zone" around 25% before the 21st century. By April 1994, foreign debt was US$4.2 billion, with projections of reaching US$5.2 billion by April 1995 (FG, 20/10/94).


One of the main causes of untenable foreign debt was that with financial liberalisa​tion, large domestic corporate borrowers (including banks) began seeking funding overseas, discovering in the process that the nominal cost of overseas funds was as low as 7%, compared to in excess of 35% for domestic loans.
 The Zimbabwe Reserve Bank subsidised, on an immense scale, protection against currency devaluation on behalf of domestic banks' offshore borrowing (the subsidy essentially amounts to the difference between the seductively low "nominal" interest rate on foreign loans and the "real" rate at which the loans must be repaid, in hard currency, as the Zimdollar plunges in value). Reserve Bank losses in buying forward cover were Z$2 billion in 1991 alone, and were still estimated by the World Bank (1995b, vII, 21) at Z$600 million in 1994.


Meanwhile, overaccumulated manufacturing capital devalued dramatically in 1992 (the manufacturing growth rate was -9.5%) and again in 1993 (-12.5%). A slight recovery occurred in subsequent years (led by textiles, which were momentarily competi​tive after the massive currency devaluation). The 1992 depression (-6.3% overall GDP growth) was followed by a mediocre upturn in GDP in 1993 (recorded optimistically at 4.3%) and somewhat stronger growth (5%) in 1994 (following another 13% currency devaluation). But with 86% of manufacturing and mining firms below capacity in May 1993, World Bank Harare representative Kapil Kapoor begged for "a recovery in fixed investment, especially in the productive sector" (FG, 27/5/93, 15/7/93) on grounds, as a 1995 Bank report (1995b, vI, 6) alleged, that "The manufacturing sector uses capital very inefficiently and has a very high incremental capital to output ratio." 


Yet the Bank (1995b, vII, 129-130) also acknowledged that ─ based on its 1993 sample of manufacturers ─ Zimbabwean firms could increase their output by as much as 80% (an astonishingly high figure) before hitting technical barriers, by using existing equipment and modes of operation. In other words, notwithstanding the unprecedented industrial devaluation that occurred during the 1992-93 manufacturing depression, Zimbabwe's fixed capital stock had still not suffered sufficient destruction to meet the competitive demands of the lean, mean, global economy.


After a rise in manufacturing output during 1994, the devaluation of chronically overaccumulated industrial capital resumed in 1995. The manufacturing output index fell 20% from 1994 levels, at one point (January 1995) dropping to a level 5% lower than in 1980 (and during the first half of 1995 averaging just 7% higher than in 1980). Good rains in early 1996 would slow the deindustrialisation process, but as noted below, several sectors still went to the wall.


The devaluation of labour was also proceeding apace. As the first five years of ESAP drew to a close, the Bank (1995b, vII, 3) boasted, "Labour intensive sectors, such as wood products and textiles, have benefitted from the sharp reduction in real wages, reinforcing the expansion of exports." (Textiles, we shall see, may have benefitted, but not enough to offset the damage done by trade liberalisation.) The major factors in lowering real wages were soaring inflation and rising unemployment. Inflation ravaged workers, with the Zimbabwe Congress of Trade Unions reporting in 1996 that their members found themselves on average 38% poorer than in 1980 and 40% poorer than in 1990. According to the ZCTU (1996, 68), the biggest losers in direct standards of living (average annual earnings) as a percentage of 1980 levels were civil servants (-65%), domestic workers (-62%), construction workers (-56%), teachers (-50%), and farmwor​kers (-48%), with miners (-20%) and manufacturing employees (-19%) the "best off." Adding this to the falling "social wage" ─ thanks largely to new cost recovery policies for health, education and many other social services, as well as the unprecedented interest rates on consumer credit ─ workers and poor people faced an unprecedented financial crisis during the early 1990s.


But dramatically lower wages did not, as orthodox theory would suggest, translate into more jobs. Unemployment remained rampant, with a tiny fraction of the 200,000 annual school-leavers able to find formal sector employment. Based on data from the Bank and International Labour Organisation, the ZCTU (1996, 15) estimated a crash in non-agricultural sector employment from 939,800 in 1991 to 844,000 in 1992. According to Bank (1995b, vII, 14) estimates, of a total labour force of about 4.1 million, only 1.244 million were formally employed in 1991, and this dropped to 1.217 million in 1993. Indeed, notwithstanding a reported US$800 million in new investment during a 30 month period in 1992-1994, just 35,000 new jobs were created (Hawkins, 1994, 52).


These are only some of the preliminary indications of the impact of Eternal Suffering for the African People. Prior to examining how the process was understood by Zimbabweans themselves, we next review the two areas ─ finance and trade ─ in which time and space were most actively manipulated by international financial power to exacerbate Zimbabwe's uneven development. Then the pro-ESAP perspective of the World Bank and government is considered, followed by a catalogue of complaints about structural adjustment from business, labour and more eclectic popular perspectives. A concluding attempt is made to sort out the divergent discourses and attribute blame, so as to better move forward with alternative policies.

17. Financial deregulation and sado-monetarism
Arising from the legacy of growing speculative bubbles in certain financial markets and strict controls in others, the Finance Ministry's 1990 plan for the deregulation of finance would, in theory, be more sophisticated than simply an immediate decontrol of interest rates, exchange controls and exchange rates. The Zimbabwe programme was aimed at correcting "a number of inherent weaknesses," according to the Finance Ministry (Government of Zimbabwe, 1990, 20-21):  "A corset of controls... limited entry of newcomers... bias against small and aspiring entrepreneurs and the rural sector... The Stock Exchange has not been used as an active vehicle for the redistribution and broade​ning of the ownership of the productive base of the economy." 


To address such problems, there would be additional forms of state intervention ─ particularly in establishing new institutional forms (such as the IBDC, Venture Capital Company, group credit schemes and the like) ─ but within the broader context of a market-oriented philosophy. Of course, most of the institutional reforms specified in the 1990 Finance Ministry plan seemed to have been drawn directly from the previous year's World Bank (1989d, xiii) report on the financial system, which advocated


measures to encourage more, and more innovative, investment finance, especially by the capital market; this could include a gradual reduction in prescribed assets requirements, the encouragement of the use of the stock exchange and corporate debentures, and the encouragement of new and riskier lending activities through allowing new institutions (subject to appropriate prudential requirements), new instruments and greater interest rate flexibility.

In this spirit, the Finance Ministry's financial deregulation plan aimed to persuade banks to "display a national character in their allocation of credit without of course compromi​sing prudence and sound banking practices... (Credit controls) will be relaxed enough to encourage productive borrowing while at the same time remaining strict enough to dampen any potential inflationary pressures." The Finance Ministry also requested that the "highly concentrated" banks establish a much larger, decentralised branch network. International banks would be warmly invited to enter Zimbabwe, and yet notwithstanding periodic relaxation of currency controls ─ such that by 1995 Zimbabwe boasted a relatively convertible currency, with full repatriation of earnings and dividends to foreign investors ─ capital transfers still faced restrictions. And internal to the ZSE, government would initiate "deliberate policy measures" to increase "attractive script on the market," including the possibility of tax breaks for privately-owned companies to go public (Government of Zimbabwe, 1990, 21-22).


In short, with financial speculation such a powerful force in the economy at the time the plan was drafted, there would be no "free-for-all" market solution (Financial Times, 21/8/89). The Finance Ministry instead recognised the need for


synchronisation of the financial liberalisation policy with the reductions in the fiscal deficit. Thus the financial liberalisation, whether in regard to monetary policy instruments or the institutional structure of the financial system has to be gradual, increasing its speed when the fiscal deficit is drastically pared down. It is also necessary that the financial sector should be operating competitively eliminating opportunities for collusion amongst banks, so liberalised interest rates would be determined freely by market forces (Herald, 28/2/91).

Zimbabwe's banks celebrated the proposed trade and financial liberalisation (FG, 12/4/90, 10/8/90), even as the Finance Ministry (correctly) predicted that their non-performing loans would rise. (No one had any suspicion, however, that debt-related defaults would be threatened as early as mid 1992 at two of the country's largest export-oriented companies, Cone Textiles and Hunyani paper and packaging.)
 The financial liberalisation plan posited that the antidote for non-performing loans would be a strong "secondary market" in which such paper could be bought and sold (Herald, 28/2/91). At that very moment, interestingly, such secondary financial market activity (sometimes called securitisation) was wreaking havoc in the US, and by the mid 1990s the secondary market ─ now taking the form of "derivatives" of other financial paper ─ would cripple major internati​onal investors ranging from Orange County, California to England's Barings Bank to Japan's Daiwa Bank (US AID was a recklessly enthusiastic sponsor of this aspect of financial liberalisation). At least during the first phase of ESAP, the secondary market failed to get off the ground in Zimbabwe, fortunately.


Notwithstanding some efforts by the Finance Ministry and Reserve Bank to control the pace of financial deregulation, contradictions quickly emerged. Monetary policy again became a much more activist ─ and dangerous ─ tool in the liberalisation process. There was initially, in late 1989, a rearrangement of controls over financial flows, as some interest rates increased but as finance houses experienced cuts in their base lending rates from 20-23% to 14% (supported by a 5% cut in liquidity rates to 15%), which would free Z$30 million for new lending. Financial institutions were then caught off guard in mid 1990 when deposit rates were allowed to rise by 2%. Lending rates for productive investment increased 0.5%, except for consumption lending, where the interest rate cap was removed.


The rationale, according to one account, was that "The higher deposit rates would encourage savings while the punitively high interest rates on consumption lending would make it more costly for people to buy luxury vehicles or boats." The Finance House Association welcomed the policy shift, although its "members would have preferred to see the cap also removed on productive expenditure so that rates could follow or equal the degree of risk" (FG, 16/8/90). Commercial bankers complained, however, about paying the new minimum requirement of 5% interest on current-account demand deposit accounts was too high (African Business, October 1990).


As never before, government policy, as expressed for example by Reserve Bank chair Kenneth Moyana, was caught between a rock and a hard place:  "It is absolutely necessary that the Reserve Bank actively pursue a restrictive monetary policy, with a view to curbing money-supply growth and inflation without at the same time choking off the desirable real growth and structural transformation of the economy" (African Business, October 1990). But "transformation" would have to wait, since speculative markets continued bubbling. A final burst of speculation pulled the money supply up 35% from mid 1990 to mid 1991. With the abandonment of key price controls in early 1991, the inflation rate also rose above 30% for the first time in living memory. As even bank economists pointed out, price decontrol "did more to add to inflation and distortion of relative prices than it helped business viability. This approach also puts into question the credibility of the whole programme in the eyes of the general public and market partici​pants" (Zimbank Review, Third Quarter 1991).


This was the point that exceptionally harsh monetary tightening was deemed necessary by authorities with more power than Chidzero and Moyana. When the IMF and World Bank insisted on still tighter monetary policy in mid 1991, interest rates on certain government securities rose from 27.5% to 44% in a single day, rates on bankers acceptances soared, and the average rate paid on 90-day NCDs swelled from 32.5% to 40%. The reverberations shattered the stock market and led merchant banks to "sharply curtail lending to clients pending the stabilisation of the money market" (FG, 31/10/91).


Anticipated international financial support was not immediately forthcoming (although as noted earlier, soon foreign debt would reach untenable levels). Donors assembled at the annual meetings of the IMF and World Bank in October 1991 to ostensibly provide Zimbabwe with Z$4 billion in foreign currency loans and aid. Even so, according to Elisha Mushayakarara of the Finance Ministry, "To date [November 1991] only a few [donors] have translated their pledges into disbursable resources" (FG, 14/11/91), and it was only in the middle of 1992 that most promises were finally kept (Gibbon, 1995, 14).


Thus to lubricate an otherwise strait-jacketed economy, bank minimum liquidity rates had to be lowered dramatically at the end of 1991, from 40% to 10%. But with far higher interest rates in the money markets, the private sector remained paralysed, and government borrowing from domestic markets ─ largely a function of delays in disburse​ment of foreign-pledged loans and grants ─ was therefore important simply to mop up the available funds (FG, 5/12/91).


The issue for firms in the productive sector wasn't, therefore, the oft-cited but rarely-documented allegation that government "crowded out" the private sector credit markets,
 but rather the high rates. As Zimbabwe Development Bank managing director Rindai Jaravaza explained, "The effect of these [monetary] measures will be to discourage capital investment for cost reasons but may also increase the risk of project failure given the potential for increased product market competition that the overall reform programme entails" (FG, 12/12/91). Later, confirmed a ZCTU (1996, 54) study, "Firm-level evidence now points to high interest rates as one of the major constraints to investment." 


The policy of "sado-monetarism" ─ as it was termed in other lands ─ was so severe that even some financial institutions faced crisis. Building societies suffered serious losses of deposits in the financial shake-out beginning in 1991, since the Post Office Savings Bank and money market offered savers substantially higher returns. "The monetary authorities do not appear to be willing to accord housing finance any degree of priority in the short-term, and the situation has become extremely serious," complained the outgoing president of the Association of Building Societies, Richard Parke (FG, 12/12/91). The general manager of Founders, Keith Evans, added, "We accept that with ESAP they are putting rates up to get real rates. But when you do that you can't leave one sector behind." Evans demanded building society access to the money market since "the over-the-counter retail market was proving inadequate." For obvious reasons, the turbulent monetary policy left Evans and his colleagues "apprehensive as to additional measures which can be expected during the remainder of the restructuring period" (Herald, 12/12/91).


One of the underlying arguments for raising interest rates ─ to stimulate savings ─ also came under attack (and this time correctly so) by Financial Gazette commentator Eric Bloch:


By far the greater part of Zimbabwe's population exists at or below the Poverty Datum Line and, unavoidably, must therefore spend what funds as they may be able to obtain on meeting the costs of the absolute essentials of life. Therefore, no matter how much they may desire to do so, they are unable to save and invest, irrespective of the attractiveness of interest rates (FG, 11/6/92).

Similarly, Joseph Muzulu's (1993) econometric study of the relationship between interest rates and savings in Zimbabwe found no statistically significant link. Rates of saving remained below 20% of GDP throughout ESAP. But bank spreads (the difference between the rates paid to deposit and charged to borrowers) rose when the commercial bank lending rate soared to a peak of 47.5% in November 1992; the rate remained above 30% over subsequent years even when inflation subsided to 20-24%.


One way in which high interest rates did affect savings, however, was in attracting a flood of "hot money" to Zimbabwe. During 1994, the increase in funds in bank Foreign Currency Deposit Accounts following currency liberalisation was responsible for raising the level of the broad money supply (M2) by a full 5%, which in real terms was three quarters of the money supply increase in the economy that year (ZCTU, 1996, 86). And this required yet higher interest rates (to "sterilize" the hot money inflows) so as not to contribute further to inflation.


As Financial Times correspondent and University of Zimbabwe business professor Tony Hawkins conceded, "The irony of the Zimbabwe case is that although liberalisation appears to be working in attracting capital inflows and the return of capital flight, it has been having a perverse effect on inflation and the exchange rate, leaving industrialists muttering gloomily about de-industrialisation" (FG, 28/6/95). (This would not be considered "ironic," of course, from the standpoint of the theory and extensive historic evidence in this book, showing precisely such a role for finance in exacerbating uneven development.)


In sum, as a result of treating symptoms of the financial overaccumulation phenomenon with mild and uneven reformist medicine ─ and notwithstanding govern​ment's expressed attempts to moderate the potential ill-effects of financial liberalisation ─ something close to a free-for-all did in fact result in the early stages of the programme:  capital flight and hot money in-flows, deindustrialisation and extremely high interest rates, and the crash of financial speculation. As the government itself later admitted to the World Bank, there was "inadequate preparation of a financial sector reform strategy, to provide for the institutional reforms needed to complement the interest and exchange rate deregulations implemented early in the programme" (World Bank, 1995a, 48).


These financial and monetary phenomena were all the more extreme because they were accompanied by trade liberalisation, which added to the growing disaster two other distinct features:  conspicuous luxury goods consumption; and the demise of basic industries (such as textiles) which could have been a backbone for a better-articulated combination of local production, employment and consumption.

18. The failure of trade liberalisation
The World Bank (1995c, 7) expressed delight in 1995 that "trade liberalisation proceeded without delays... [and] the foreign exchange control system has been largely dismantled. All current account transactions have been freed from exchange controls and import licensing and the exchange rate is now market-determined" (although "anomalies remained in the tariff/tax structure). Yet it should have been fairly obvious right at the outset of trade liberalisation, in late 1989, that tampering with the complex system of protective tariffs, duties and quotas would have disastrous results. With the first serious reduction in import controls ─ instead of Z$500 as the minimum amount requiring an import license, the new figure was Z$5,000 ─ the hedonistic tendencies of Zimbabwe's elites were given free reign. According to Stoneman (1990, 5),


there is evidence of a big increase in the importing of luxury consumer goods, especially computers, video recorders and colour TVs, and a halving of the black market value of the Zimbabwe dollar as those with spare local funds try to mobilise the necessary foreign exchange. This may be only a small foretaste of the consequences of liberalisation, should the phasing, monitoring, or consequent corrective action prove deficient. It may thus be one of history's ironies that the African country which best showed the viable alternative to World Bank structural adjustment policies, itself embraced them just before they became widely discredited.

Stoneman's predictions appear to be correct, particularly regarding conspicuous consump​tion in the midst of intensifying poverty.
 Following the 1991 introduction of the Open Guaranteed Import License (OGIL) to allow yet more imports, one manufacturer complained (FG, 21/11/91), "This particular World Bank scheme is a recipe for disaster. That is, unless you would rather buy a bottle of scotch to drown your troubles than buy a spanner, a nut and bolt or spares for your car." He criticised the profusion of


expensive motor cares, of which we seem to see more and more new BMWs and Mercedes on the road than ever before ─ more it seems even than in rich countries like Germany. Every such car I see makes me think of the twenty or more people I could employ if I were granted the forex for raw materials for my factory. The haphazard introduction of certain goods on OGIL, and the panic that followed are indicative of a total lack of foresight and planning. It was blatantly obvious that introducing certain items to the OGIL list whilst actually reducing real import licenses would create havoc. Was this a crazy World Bank scheme, or a crazy Reserve Bank scheme?

In the same spirit, asked a letter-writer (C.Frizell of Harare) to the Financial Gazette (18/2/93), "How can our professional beggars so abjectly and convincingly beg for international aid (because they have so mismanaged our country) when Australian beer, French brandy, SA wine, German luxury cares and many, many other trinket items are freely available? The mind boggles ─ one either needs aid, or has enough money for luxury goods." Added columnist Di Mitchell (FG, 15/12/94), "ESAP has yet to deliver. The supermarkets and boutiques; the luxury stores of the low-density suburbanites contrast glaringly with the hordes of young people toting their vegetables, fruit, flowers and trinkets around the streets in a desperate endeavour to stay alive. Beggars, street kids, vagrants, common sights in the major capitals of the world, are now here to stay in Zimbabwe."


Excessive imports of luxury goods were just the beginning of the miscalculations. Perhaps the most striking reflection of the coming trade crisis was the widespread abuse of the OGIL system to stockpile raw materials and machinery. Cement is a good example of the speculative purchasing problem associated with OGIL. The Zimbabwe Building Contractors Association quickly expressed its "deep concern" that "A lot of big contrac​tors in the country have imported a lot of cement which is more than they can consume. What is eventually going to happen is that these contractors, on finding that the cement has lost its potency, will sell it to the small contractors who will be desperate for their commodity to complete their projects" (FG, 26/9/91).


Bloch complained that in assessing import priorities, government had not analysed production inputs effectively:  "The OGIL imports are of no benefit to production and market shortages continue to prevail" (FG, 28/11/91). Later, according to the ZCTU (1996, 3), "tariffs on imported inputs were raised so that by 1995, tariffs on inputs were generally higher than those on finished products."


The trade deficit exploded during the early 1990s, and not only because, as Gibbon (1995, 13) reports, the "increase in imports was roughly double that anticipated." In addition, rather than demonstrating the potential for export-led growth, ESAP had ensured export-led decline, as exports dropped a crippling 17% in US dollar terms between 1990 (US$1.753 billion) and 1992 (US$1.531 billion), with projected 1993 (post-drought) figures barely improved from the year before (at a level just 9% higher than in 1981) (World Bank, 1995b, 163). This was not purely due to agricultural failure (or the temporary rise in demand for formerly-exported food products) in 1992, for manufactured exports fell 19% in US dollar terms in 1991 (from US$537 million to US$434 million), although they recovered somewhat (to nearly US$500 billion) in subsequent years (ZCTU, 1996, 52). The demise of some export incentives was often blamed, and government succumbed to pressure to provide export incentives in its 1995/96 budget.


Even the World Bank (1995a, 29) began to recognise that the anticipated benefits of trade liberalisation were not materialising as planned:


Having now moved rapidly to establish an economy that is subject to international competition, sustained growth will depend on promoting exports to maintain an external equilibrium. At present, the underlying capacity to export is weak... In aggregate, these concerns appear to contribute to the more muted supply response than would have been desired at this time of the program's implementation.

The capacity to export was weak partly because the favourable 1964 trade agreement Zimbabwe had enjoyed with South Africa expired in 1992 and was not renewed until mid 1996. This was due to the fact that the textile industry had by then restructured such that its own local production inputs had dropped from nearly 100% of the finished product to less than 25%. On the grounds that Zimbabwe had become a thorough-fare for dumping, South African producers successfully lobbied their own government ─ including post-apartheid trade and industry ministries headed by nominally-progressive ANC leaders ─ to delay the extension or renegotiation of the 1964 agreement.


A related problem, as the ZCTU (1996, 62) put it, was that Zimbabwe failed to qualify as a "least-developed country" except for the purposes of gaining additional World Bank loans (at a lower interest rate):  "Countries in this category escape most obligations under the GATT/WTO, and even ordinary developing countries are allowed a wide range of concessions. Thus, although the international institutions in theory recognise the vulnerability of poorer countries to free trade, they continue to force Zimbabwe to take risks and deny itself concessions that it could benefit from."


In contrast, during the decade of the 1980s ─ when protective tariffs prevented many Zimbabwean exporters from access to cheap inputs ─ manufactured exports had risen by an average of 5% annually (led by non-traditional exports), and total exports rose by 9% annually from 1985-90. Based on this momentum, Colin Stoneman (writing for the ZCTU) aptly concluded of the subsequent 1990-94 results that, "This is a dismal record for a policy whose main raison d'etre was salvation through higher exports, and cannot simply be blamed on the 1992 drought, for exports fell by over 3% in 1991 before any impact of the drought could be felt, whereas in the comparable drought year of 1987 they had actually risen" (ZCTU, 1996, 61).


Likewise, in late 1995 Zimtrade's Mike Humphrey now acknowledged the need for "a much greater involvement of the state" in industrial policy, in view of the fact that


export performance over the period of ESAP had not been impressive, even in terms of the limited targets set... In many of the regional markets we have lost market share to various other countries, not least of which has been South Africa. This has been due to a number of factors which have made our products increasingly uncompetitive, such as poor quality, poor delivery times, bad customer service and follow up, price and lack of competitive suppliers' credit (CZI Industrial Review, November 1995).

All of this should have been easy to predict in advance. (While feverishly working to shift CZI's position from inward- to outward-looking, Humphrey had notably failed to generate marketing studies for Zimbabwe's exports.) As Stoneman (ZCTU, 1996, 49) concluded, trade liberalisation "has tended to turn manufacturers into traders... (as) firms have tended to stop manufacturing products locally, preferring to import them directly and then sell them to local consumers." 


Meanwhile, much other evidence began to accumulate on the efficacy of ESAP, not merely in terms of the enormous disruptions in financial and trade patterns just reviewed, but with respect to the vast gamut of official controls and private sector norms that ESAP was meant to revolutionise. Such evidence would be seen from rather divergent perspectives, however, and it is worth reviewing commentary and analysis by the government and World Bank, by business interests, and then by representatives of ordinary people.

19. The discourse of adjustment 1:  The government and World Bank
In order, first, to understand the growing hegemony of neo-liberal discourse (the "Washington Consensus") ─ particularly the ubiquitous assertion that orthodox, market-led structural adjustment is the only route to economic prosperity ─ it is useful to briefly survey the World Bank's own evaluations of its first ESAP loan. The first evaluation included an 18-page contribution by the Zimbabwe Finance Ministry, possibly the government's most thoughtful and self-critical review of economic policy.


Even a cursory survey helps situate the ongoing failures of Zimbabwean socio-economic policy-makers within a global context, for it was not merely direct World Bank or US AID loan conditionality on projects (or within financial and trade liberalisation) that was responsible for the terribly unsuccessful and unjust outcomes. More importantly, it was the sense that Zimbabwe had joined the group of nations "undergoing economic reform"; that in spite of the 1992 drought there remained a "firm official commitment" to liberalisation; and that Zimbabwe's elites were now responsible international citizens, promoting the noble causes of open markets and foreign investment.


Rewarding such widespread sentiment within what Mugabe (1989, 358) had termed ZANU's "very powerful bourgeois group," the Bank's (1995a, 23) Project Completion Report for ESAP gave the best possible final grade for the first stage of the utterly failed programme:  "highly satisfactory." How could this be? How, when even among Zimbabwe's business intelligentsia Bank advice came to be regarded as a bad joke (as we shall see below), did its staff continue to dispute the obvious? 


The answer may partly have to do with vanity ─ or, more precisely, the need for loan officers to justify their and their colleagues' work ─ for the Bank (1995a, 17) acknowledges playing "a key role in the dissemination of the programme and in building support amongst the wider donor community." Hence Bank staff (1995a, 24) also rated their own performance as "highly satisfactory" (again, top marks) for identification and appraisal, and "satisfactory" for preparation assistance and supervision.


As for Zimbabwe government officials, the Bank (1995a, 23-24) was just as generous, rating ESAP's preparation as "highly satisfactory" and its implementation and operation as "satisfactory." The Bank concluded that macro and sector policies and financial objectives were "substantially" achieved (again, the highest mark), and that institutional development, poverty reduction, public sector management and private sector development were "partially" accomplished. Project sustainability was deemed "likely." 


Interestingly, government's own contribution to the ESAP Project Completion Report,
 written in June 1994, was rather more defensive, for it complained that the "poorly articulated framework for dealing with the social dimensions of adjustment priorities for alleviating poverty... left the government vulnerable to ─ generally unfounded ─ accusations regarding its investments in human resources, and pressures to adopt ill-thought out programmes." Hence from government's perspective, the framework was not wrong, merely "poorly articulated" and hence criticisms were "generally unfounded."


As for implementation problems, the government rationalised, they occurred because "the starting position [not a full-fledged crisis] muffled the sense of urgency needed to implement the wide ranging and complex elements of the programme," in particular deficit shrinkage, privatisation, and the Social Dimensions of Adjustment (SDA) fund. Over time, government continued, "the sense of urgency at the decision-making level began to accelerate. However, the analytical base for decision-making was not always in place, so policy reforms were delayed, or made on the basis of incomplete evaluation of options and implications" (World Bank, 1995a, 48-50).


And yet, the government insisted, had ESAP been implemented more forcefully and if "pursuit of programme targets" had been more aggressive, this "might have placed the whole programme in jeopardy" because


an underlying risk associated with the programme, that of perceptions of a skewing of benefits in favour of the white minority and black elites, was not adequately catered for in the early development of the programme. This perception has arisen despite the fact that the privileged position of minori​ties was being sustained by the regulatory regime being dismantled under ESAP. As a result, some measures have had to be introduced to more explicitly cater for indigenous business interests (World Bank, 1995a, 49).

The argument, implicitly, is that the skewed benefits in favour of white and black elites were merely a (presumably incorrect) perception, devoid of reality in light of the dismantling of previous regulatory privileges which hurt those very elites. (Government's only apparent concession to this "perception" was the rapid attempt to create a black petty bourgeoisie.)


If the government bureaucrats who contributed to the report truly believed that ESAP did not result in more uneven distributions of income and wealth, they did nothing to document this extraordinary, counter-intuitive belief. The Bank's own Project Comple​tion Report assessment failed to conduct any income or racial (or gender) income distribution so as to determine whether or not the widespread "perception" of skewed benefits to elites was correct. As argued below, there was certainly a degree of suffering by a few unfortunate white and black elites, namely non-competitive manufacturers and those speculators whose financial bubbles burst. But such nuanced "class fraction" analysis would have no place in such an evaluation; instead, government favoured outright denial that Zimbabwe's uneven development was intensifying due (even in part) to ESAP.


Observers may shake their heads in wonder at the myopia of a report which, after all, "has a restricted distribution and may be used by recipients only in the performance of their official duties. Its contents may not otherwise be disclosed without World Bank authorisation."
 This was government confessing to the World Bank, not to Zimbabwe​an society at large, for aside from some belated coverage in the Financial Gazette (22/6/95), the evaluation was indeed kept out of the hands of the millions of Zimbabwe​ans adversely affected by ESAP.


A few months later, the Bank's June 1995 Performance Audit Report (conducted by a different set of staff) offered much the same line of analysis, alleging ─ without any supporting evidence ─ that "Most people agree that the reforms were relevant and necessary" and that "For most firms, there have been clear gains resulting from the trade and exchange rate liberalisation..." (World Bank, 1995c, 8, 10). The report contains no polling data or firm cost-benefit analyses (contrasting the costs of high real interest rates and benefits of collapsing real wages, for example, with the skewed benefits of increased access to luxury goods and other imports).


On the one hand the Performance Audit Report confirms a key Bank (1995c, 7) justification:  "ESAP's implementation was complicated by a severe drought, which hit Zimbabwe in 1992. The drought contributed to a major fall in GDP that year, leaving the country in its worst recession since independence in 1980." The passive wording here ─ ESAP was "complicated by" drought, which "left" Zimbabwe in recession ─ is slippery but effective.


On the other hand, though, the report (World Bank, 1995c, 10-13) does acknow​ledge some severe problems. "In reviewing the considerable literature on ESAP and discussing its impact with various groups in the field, what emerges is a sense that ESAP has, to date, entailed considerable pain but little visible gain." Moreover, "it would appear that some basic questions were not explicitly addressed at the outset," namely job creation, income earning abilities of "informal sector participants" and prospects for residents of the communal areas. The Bank also considered ESAP an example of failure to accomplish "proper sequencing," specifically in reducing the fiscal deficit first; yet the same report advocated increased state spending on education, health and civil servant salaries (the wage bill of government had fallen from 16% of GDP in 1990 to 12% in 1995).


Finally, the Bank concedes, "The failure to address these issues squarely means that ESAP (along with other ongoing government initiatives) may not be sufficient (sic) to better the lot of the majority of Zimbabweans and progressively eliminate the socio-economic dualism underlying present economic disparities and social tensions within a politically acceptable time frame." The semantic elision here implies that orthodox macroeconomic policies are "necessary but not sufficient" to reduce poverty; this is a seductive way to avoid the more appropriate conclusion that such policies cause pover​ty.


To eliminate "dualism" and combat poverty, the Performance Audit Report recommends more power for the World Bank:  "Although the Bank encouraged the government to incorporate an SDA programme under ESAP, it was less effective in influencing its detailed design and monitoring its implementation through appropriate conditionality" (World Bank, 1995c, 10). In other words, the social wage would not have crashed quite so far had the Bank been more involved in confirming the need for social investments.


Is this credible? After all, the Bank's Manuel Hinds (1990, 15) once candidly explained the objectives of both liberalisation measures and "the overall model chosen to integrate the economy into the international markets... These measures should aim at avoiding the appropriation of rents by suppliers of nontradables and workers. That is, they should maintain the real wage low, so that excess profits accrue to capital." Such objectives were met, with the proviso that "excess profits" accrued not to productive capital necessarily but largely to financiers (domestic and especially international). With labour now harshly disciplined and overaccumulated capital suffering sharp devaluation, Zimbabwe's economy was now sufficiently open that, as the 1990s progressed, perhaps the World Bank could afford to become somewhat kindler and gentler.


But a neo-classical economic "human capital investment" approach underlay this rhetoric, with consequent limits for redistributive social policy. For when it came to deregulation of markets, the Bank barely budged from orthodoxy. In November 1995, Bank Poverty Mission consultant Tony Addison (1995, 4-8) asserted, "When we assess the impact of adjustment policies on the poor, it is also important to keep in mind what would have happened to poverty in the absence of ESAP (the `Counterfactual')." The answer, he argued, was to be found in the example of maize market deregulation (ironically, the Bank had earlier in 1995 suggested direct subsidisation of yellow maize at 30-40% below market prices).


Addison demonstrated to audiences of civil servants, NGOs and academics that following the early 1990s deregulation, "hammer‑milled" maize (mugayiwa) became available to consumers at dozens of small local black-operated mills at a much lower price than state-subsidised roller meal. The latter originated from Grain Marketing Board maize (bought from commercial farmers), was milled by large-scale corporate millers, and was sold in ordinary shops. The price of roller meal soared in the early 1990s when the subsidy was removed (at the World Bank's insistence). Prior to that, in 1990, a 5 kg bag of roller meal cost Z$5.16 (in 1993 dollars), but as Addison put it, "Poor consumers therefore helped to pay for the monopoly profits of the large-scale millers." When the subsidy was lifted in June 1993, the price rose by 55%, to Z$8.83. By that time, newly‑deregulated mugayiwa cost an average of Z$5.50 per 5 kg bag. Hence the mugayiwa appeared to be less expensive than roller meal (after the maize subsidy was cut), and because it was less refined had more nutritional value as well.


But in warmly praising the deregulation, Addison not only failed to take into account the fact that Bank-supported ESAP deregulation had caused the roller meal price to soar, he also ignored the cost of maize distribution and sales (typically included as a "mark‑up" on roller meal sold to consumers in shops). For consumers of mugayiwa, additional costs now included the expense in transport and time that consumers faced trying to get hold of unmilled grain and bring it from the countryside (or alternatively buying it in urban areas); the time and expense of travelling to and from the hammer mill; and the cost of time spent queuing for the grain to be milled (at that time conservati​vely estimated by UNICEF at three quarters of an hour). Addison did not acknowledge these additional costs ‑‑ or that they were mainly borne by women ‑‑ and hence his claim that unsubsidised mugayiwa was "20‑47% cheaper than roller meal" was most questiona​ble. Nor, on the production side, did he address what even the pro-liberalisation Financial Gazette (10/6/93) conceded was the "widespread exploitation of communal farmers by businessmen being reported in many parts of the country" following the deregulation of maize.


Nevertheless, the Bank did recognise the rapid rise in poverty during ESAP and took some measures to adjust its own stingy image. But the combination of Bank and government excuses for ESAP's failure, and their mutual insistence upon continuing along the neo-liberal path, meant that a full-fledged economic strategy debate could not begin, no matter the quality of opposing arguments (which in the case of the ZCTU, as described below, was quite impressive).


In a far more thoughtful review of ESAP's implementation than the Bank or government mustered, Gibbon (1995, 13-14) listed the three most important mistakes:  donor failure "to punctually disburse the [ESAP] funding"; the Bank's "apparent second thoughts on the programme's content"; and the Bank's foolish recommendation that the Grain Marketing Board sell off 600,000 tonnes of accumulated maize stocks (at a loss) just prior to the devastating 1992 drought.
 Each mistake sharply exacerbated Zimbab​we's financing and balance of payments crises. But even if implementation had been less flawed, ESAP probably would have generated sharp criticism from its many victims ─ particularly poor and working people, but also (to a degree) business elites. In stark contrast to the Bank's narcissism, their evaluations were often quite bitter.

20. The discourse of adjustment 2:  Victimised businesses
What had appeared to be relatively warm relations between business and government as ESAP began, broke down quickly. By the middle of 1992, the Financial Gazette (23/7/92) surmised that economic policy mistakes were bringing the entire economy to the edge of an abyss:


The private sector has evidenced tremendous resilience over the past 27 years but we doubt that it will be able to sustain the latest blow [another interest rate hike], or if it does, how long it will go on like this and whether the sacrifice is necessary. The Reserve Bank's monetary policies have created a minefield out of the money market. Company liquidations have become the order of the day as heavily borrowed companies fail to meet the increased interest rates and send workers onto the streets to swell the ranks of the unemployed. The retrenchments, together with the increa​ses in the prices of the public's daily necessities, have extensively eroded consumer demand. Many companies are sitting on stocks that nobody will buy. Still, they have to service the loans with which they purchased the stock. The Zimbabwe stock market, a barometer of the economy's health, has been in a downward spiral, indicating that the economy is in terminal stress. Some banks would have long since closed shop were it not that they have stopped competing against each other. They are leading a hand-to-mouth existence, occasionally throwing a lifebelt to those most threatened with extinction.

There is revealed in this excerpt a healthy dose of realism, yet nevertheless also a continuing failure by business analysts to recognise and reconcile the principal contradicti​on that had emerged with the displacement of overaccumulated capital into Zimbabwe's financial sector:  the self-destructive tendencies embedded within the power of money.


Yet to have suggested, at the outset of ESAP, that such classically Zimbabwean "despondency" (as it is so often termed) would characterise the business community within two years, would have been to attract great scorn. Capital's initial confidence in ESAP was impressive, especially in the brief period from mid 1990 (when the brunt of the programme was unveiled) to mid 1991 (just before the financial markets crashed). Although doubts about implementation capacity may have worried some, there were few critics. Speaking to the Confederation of Zimbabwe Industries in November 1990, even economist Rob Davies remarked, "Now is a good time to implement ESAP" (though he warned the industrialists to beware of potential "political unrest sparked off by a vocal middle class urban constituency") (CZI Industrial Review, December 1990).


The February 1991 interest rate increase passed almost unremarked, and when a Paris donor conference in April 1991 provided Chidzero with US$700 million in loan commitments, businesses prepared for a major foreign exchange spending spree (Africa South, May 1991). Imports picked up dramatically. Although the Central Statistical Office's regular poll of business confidence covering the period May-August 1991 recorded negative levels for transport equipment and foodstuffs industries, there was overall positive feedback and clear signs of business confidence for the chemical, petroleum, and paper, printing and publishing industries (Herald, 28/11/91). One indication of ESAP's success to that point, in the words of Eric Bloch, was that "goods in short supply ─ packaging materials, textile inputs ─ are now readily available" (FG, 26/9/91).


However, confidence eroded extremely quickly when monetary variables ─ soaring inflation (in the wake of the lifting of price controls) and money supply aggrega​tes ─ led the Reserve Bank of Zimbabwe to devalue the currency by more than 35% over a period of three months and to double short-term interest rates in September 1991, both apparently at the behest of the World Bank. By late 1991 a barrage of complaints surfaced.


Most importantly, perhaps, it quickly became clear to many inward-oriented businesses that effective demand was now slipping away. According to Peter Johnston, managing director of clothing producer Saybrook, the OGIL system had not helped his industry (even though clothing had been championed by the CZI to become a major exporter):  "The unemployed will probably not buy much of our products, whilst the few breadwinners will find it difficult to buy clothing for their dependents" (FG, 28/11/91); Worse, the effective demand constraint generated a new market in second-hand clothing, an unintended consequence of foreign charitable donations (FG, 18/3/93). Clothing also suffered from high interest rates, the removal of some export incentives and the four-year termination of the South African trade agreement (exports actually fell from Z$400 million in 1993 to an estimated Z$290 million in 1994). From 1992 to 1994, more than 60 clothing firms shut down (FG, 24/11/94) and by 1995 the industry was operating at only 65% capacity (ZCTU, 1996, 48).


Businesses began to realise that, in the words of the Financial Gazette (21/11/91), "sufficient time and finance may not be available to allow them to re-tool and re-orientate before competing imports enter the local market." The only bright spot was that thanks to currency devaluation the tourist industry boomed (visitors rose from half a million in 1989 to 750,000 in 1992 and more than one million in 1994).


The consensus among corporate opinion-makers, increasingly, was that liberalisati​on was good in principle but that the government was implementing ESAP with its usual ham-handedness. And there can be doubt that during the fragile period from mid-1991 through early 1992, some of the problems with ESAP were undoubtedly the government's fault. The Southern African Economist (December 1991/January 1992) cited


piecemeal and uncoordinated and even panicky responses. Some economists blame such panicky responses on the fact that a government used to running a command economy finds it hard to allow market forces to operate. At the first sign that it is losing control, the government moves quickly to impose controls in different forms. This has been the case in the 5% penalty on second drawings for tobacco paper, the 50% deposit on OGIL imports, which was quickly dropped and the 10% surcharge duty on OGIL imports and an additional Z$0.70 per kilogramme duty on all imported cement and clinker.

In this erratic context, the government's perpetual tendency to raise expectations about ESAP and its vulgar marketing of the programme were also objectionable to the more enlightened among Zimbabwe's corporate elite.
 Meanwhile, the Finance Ministry's failure to control OGIL abuse ─ speculative purchasing and stockpiling of raw materials and luxury consumption goods by firms and wealthy individuals ─ severely prejudiced the anticipated capital goods investment drive.


Predictably, the World Bank (1995a, 48) blamed the continued investment strike on the "lack of confidence in the government's commitment" to ESAP based on "a weak partnership between government and the private sector... [and] mutual suspicion, feeding on poor communications." But the Financial Gazette (26/9/91) conceded that in reality "There has been a large element of irresponsibility on the part of some concerns in the private sector, which will go a long way towards undermining the reform programme."


In another camp altogether, indigenous business leaders and black corporate managers had become among the most acerbic critics of ESAP, for now their prized access to regulatory favours, foreign exchange and state patronage relationships were thrown into question. The Financial Gazette (28/10/93), in a controversial editorial, conceded that "There is a real danger of this peaceful country being plunged into ugly and destructive racial animosity" because "With ESAP, the black bosses have become a liability rather than being an asset." In the past, "Black executives were used to window-dress white companies. In this way they would be conduits to government when it came to negotiations on price control, labour disputes and foreign currency allocations."


In the same spirit, entrepreneur Sam Gozo turned this balance sheet on its head,


ESAP is now more of a burden than an asset. I would say it should be scrapped and emphasis placed on self-reliance where Zimbabwe should put together available resources to good use and actually engage in a policy of regional economic integration and close cooperation with the new South Africa... There is no small black business which can survive under the present regulations. The money is scarce and if you get it, it would be so expensive that you cannot afford to pay it back (FG, 3/2/94).

With growth and restored profitability nowhere on the horizon, it was not long before even large-scale capital began questioning the programme.
 Just two months after ESAP's official launch, Sam Moyo (1991, 2) had reported "signs of division among the business groups... segments of the CZI not having been consulted are not in step with the general agreeability of the CZI to the programme." By late 1993, the Financial Gazette (16/12/93) declared that the CZI was itself "one of the victims of the economic reform programme" in the wake of membership criticism and desertion, financial mismanage​ment, and a crisis of staff morale, not to mention (white) ethnic leadership squabbles.


Even more strikingly, several Zimbabwean financiers rapidly deserted their hard-won (if uneasy) alliance with the state and international finance. Founders Building Society prepared for the worst by developing a "Job Loss Mortgage Protection Plan" to protect the newly-unemployed from default on their housing bonds (FG, 12/9/91). And a new complaint emerged:  monetary policies had become so tight that they were "fuelling inflation and further depressing the economy," as conservative commentator Eric Bloch put it (FG, 11/6/92). Inflation was measured by the IMF at 43% in mid 1992, but when a group of bank chief executives pleaded to the Finance Ministry for lower interest rates, the response was "that the recommendations were in conflict with the proposals and targets set down by the International Monetary Fund." The bankers responded by informing IMF officials visiting Harare that "ESAP does not mean destroying the productive sector which is what is happening at the moment. What we are saying is that there is no point in achieving targets only to find that the productive sector is no more" (FG, 6/8/92).


As documented below, large-scale deindustrialisation appeared a likely possibility as trade deficits soared, debt repayment levels reached unprecedented heights, and interest rates remained extraordinarily high (often more than 10% in real terms). Jonee Blanch​field, deputy president of the CZI confirmed:


The single most troublesome feature for industry this year [1992] has been interest rates. Zimbabwean industry should now be investing heavily in new capacity, in new capability and in training, if we are to meet the challenge of a free market economy. Instead, most of us are working ourselves into the ground just to repay the banks... High interest rates threaten to derail ESAP and threaten to deindustrialise this country (FG, 7/1/93).

Standard Bank economists continued to worry in early 1993 that "unless government abandons IMF-stipulated monetary targets, real money supply growth will continue to fall this year with a consequent decline in output" (FG, 18/3/93). The Financial Gazette (17/6/93) soon protested the secretive manner in which interest rates were determined:  "Monetary policy is the domain of the general public as well and should be kept fully involved, through debate, in the formulation of such policy." Naturally the "public" was not involved in any manner, and as a result smaller retail and commercial businesses became increasingly angry about the high rates. As Zimbabwe National Chamber of Commerce president Ted Makoni complained in late 1994, "This situation does not enhance the country's capacity to retain the existing infrastructure as too many businesses are going to the wall" (FG, 22/12/94).


When an Oxfam report appeared in 1993 that was critical of the impact of structural adjustment policies on African economic growth, the Financial Gazette (13/5/93) joined the chorus of business critics concerned about the overall direction of policy:  "Oxfam's forthright report should be used by African countries to draw the world's attention to the economic malaise that has been inflicted on Africa partly by the World Bank and IMF." At the end of 1993 the Financial Gazette (30/12/93) editorialised, "The IMF and World Bank continue to express faith in the reform process because they have no real alternative to putting their money where their mouth is. But throwing billions of dollars at Zimbabwe every year is simply enabling the government to avoid the hard choices it needs to make about spending."


Perhaps most bluntly, Financial Times correspondent and University of Zimbabwe business professor Tony Hawkins angrily traced government's ESAP boosterism to its source in Washington:  "Every year, the World Bank officials dutifully prepare invariably over-optimistic assessments designed to show the worst is past and that the client state, whose economy is under the microscope, is on the brink of sustained recovery." Added UN Development Programme resident representative to Zimbabwe Carlos Lopez, "The World Bank figures are always exaggerated to give a rosy picture of whatever it is they are involved in" (FG, 27/1/94).


Hawkins went on to lambast the Bank for pretending ─ at a Paris Consultative Group donor meeting in March 1995 ─ that ESAP was still, as ever, "on track." Eight weeks later the IMF suspended US$120 million in a credit line to Zimbabwe due to both budget overruns and ─ ironically, to be sure ─ excessive foreign borrowing. Commen​ted Hawkins,


Either the Bank knew in March that all was far from well, but refused to let on publicly for fear of undermining the donor meeting, or it hopelessly misread the situation. If it chose the first route of not letting on publicly, then its newfound commitment to transparency is not worth the paper it is written on. Either way, the World Bank's credibility has suffered an enormous setback, and the money spent on employing public relations experts to rebuild its image and credibility would be better spent on poverty alleviation. The World Bank's conduct in the Zimbabwean case raises a very serious issue. If the Bank had done its job properly, then Zimbabwe's budget and public sector crises need not have reached the dimensions that they have since. The debt burden would be less; the new taxes to be imposed would be less severe and the public spending cuts less drastic... the Bank has needlessly delivered 11 million Zimbabweans into the hands of harsher austerity than should have been necessary (Southern African Economist, June/July 1995).

Reactions by international financiers to the emerging problems and criticisms were somewhat underwhelming, as the World Bank failed to make logical alliances with Zimbabwe's private sector elite. The Bank's Poortman, desperate for an African success story, appeared as little more than a propagandist when (in contrast to the CZI) he claimed in November 1991 ─ with inflation and interest rates soaring and financial markets and production crashing ─ that Zimbabwe's economic reforms were "on course" (FG, 7/11/91). By 1993, this refrain had become unconvincing, Financial Gazette editorialist Iden Wetherell (1993, 4) contended:


Everybody repeats the official mythology that the recent drought has slightly derailed ESAP, while insisting (the wish being father to the thought) that economic reform is otherwise on course. The most notable representative of this starry-eyed approach is the World Bank's chief in Harare, Mr Christiaan Poortman. His emollient statements over the past 18 months reflect the devotion of a faith unmoved by facts.

Business confidence sagged further in 1994 due to the demise of export incentives and the continuation of extremely high interest rates (EIU, June 1994). Manufacturers complained about "the high cost of money, lack of export incentives, high duties on raw materials and the adverse impact of the delayed re-negotiation of a trade agreement with South Africa... [while] the overall situation of capacity utilisation remained negative" (FG, 1/12/94).


Matters degenerated further still for industry in 1995, as First Merchant Bank announced that without "the reintroduction of subsidies or export bonus payments to give the [manufacturing] companies a fighting chance of survival" (ie, without a reversal of ESAP in key areas), the result would be full-fledged deindustrialisation:  "After the businesses, jobs and export revenues have been impaired or destroyed, manufacturers point out, a far greater investment of funds will be needed than the amount needed now to prevent the current situation from getting to that crisis point" (Quarterly Guide to the Economy, June 1995).


There were signs that it may have been too late for at least two of the sectors for which ESAP proponents had generated great export hopes in 1990. Using an index which sets the 1980 volume of manufacturing output at 100, clothing output in early 1995 was 80 (compared to the 1991 peak of 190) while textiles fell to 75 (from 1991 production levels of 250). The Financial Gazette (22/6/95) now even called for new protective tariffs ─ "The threat of deindustrialisation is real, as evidenced by the textile industry, and now the automotive sectors" ─ and listed a full set of criticisms of government's policies, which are worth citing at length:


The government goes to Paris in March with its economic credibility in tatters. It has failed to meet all key targets it set itself at the commence​ment of the reform programme... All pronouncements of uniformity of purpose between the government and the donors are now a mere facade... [as witnessed by] the rushed and uncoordinated introduction of consumptive taxes over the past two weeks. An income tax surcharge to raise desperate​ly-needed revenue to balance the books has been brought in under the guise of a drought levy. Announcement of intentions to privatise or liquidate loss-making parastatals have been part of last-minute attempts to satisfy donor demands. The cancellation of the entire Public Sector Investment Programme in addition to these other rushed decisions so close to March cannot be mere coincidence. Contrary to World Bank assertions that these measures should yield growth in the medium to long-term, we see a reversal of the economic resurgence which commenced last year (FG, 9/2/95).

By late 1995, CZI president Jonah Wakatama listed further complaints about the imple​mentation of ESAP:


implementation of policy decisions still slow, rampant inflation eroding real disposable incomes; resultant high interest rates inhibiting economic growth; unclear tariff regime threatening existing industries; flight of capital from productive sector to money markets; poor financial manage​ment in the public sector; and increased unemployment with a number of companies going under (CZI Industrial Review, November 1995).

At the end of the day, however, Wakatama's deputy, Blanchfield (1994, 11), was perhaps most honest: "We in the private sector accept all the goodies but carp ad infinitum about the inconveniences and the often necessary, unpopular decisions. We make press statements with zealous hyperbole. We overreact without understanding." Indeed, the occasional victims aside, leading members of the business community ─ particularly holders of financial assets ─ were after all the greatest beneficiaries of luxury goods imports, declining real wages, the new-found ability to move money out of the country, commercial deregulation and so many other aspects of liberalisation.


But for whatever reason, we can safely conclude that in seeking "to maintain the real wage low, so that excess profits accrue to capital" both the World Bank and Zimbabwe government ignored perhaps the most important implementation advice tendered by the Bank's Manuel Hinds (1990, 17), which was, simply, "In carrying out all these activities, a close alliance between government and private agents must be develo​ped." The same failure to make "popular" alliances ─ notwithstanding yearnings from organised labour ─ is evident when considering bottom-up perspectives on ESAP.

21. The discourse of adjustment 3:  Popular anguish and official reaction
A third of Zimbabweans are today unable to afford a basic food basket (60% of house​hold expenditure), shelter (another 25%), minimal clothing, education, health care and transport. Price increases over the five years from 1990-94 amounted to 173% for all goods, but 237% for food and 316% for medical care (Bijlmakers, Bassett and Sanders, 1996, 64). As even the World Bank (1995b, 30-35) had to acknowledge, poverty increased sharply during the period of ESAP and "Programmes set up to help alleviate these transitional problems have not been as effective as planned."


Consumption remains extremely skewed, with the top 10% of Zimbabweans consuming 34% of all goods and services, and the bottom decile consuming just 3%. "This level of inequality is high," the Bank recognises, ranking Zimbabwe among the world's most unequal countries (Botswana, Brazil, Chile, Guatemala, Honduras, Kenya and South Africa).


Moreover, the trends generated by Zimbabwe's exemplary social policy during the first decade of independence ─ reducing infant mortality from 86 to 49 per 1,000 live births, raising the immunisation rate from 25% to 80% and life expectancy from 56 to 62 years, doubling primary school enrollment, etc ─ witnessed ominous reversals. The problem, according to the Bank (1995c, 9), was that "Budget cutting appears to have been an end in itself," leading to "the widely reported `brain drain' of experienced teachers and health workers in the public sector, despite no official retrenchments in these areas." This was particularly true during the brief reign of Ariston Chambati, but the Bank's innocence is questionable.


Crime statistics are also revealing. From 1989 to 1993 (the latest available data), the number of house or car break-ins soared from 43,274 to 65,392 (51%); incidents of stock theft rose doubled from 6,765 to 13,776 (105%); and robbery also doubled from 5,842 to 11,564 cases (98%).


But unemployment was the most glaring reflection of ESAP's failure. It was worsened not only by the shrinkage of the civil service, but by private sector retrench​ments, which accounted for eight out of ten lost jobs during the first two years of ESAP (World Bank, 1995b, vII, 14). The CZI experienced some confusion on how to handle the issue of widespread retrenchment, witnessed by the change from Humphrey's honesty in March 1990 about anticipated employment cutbacks to, in September 1991, a deceitful quote from the CZI's in-house magazine (The Industrialist, September 1991):  "Much harm has been done by the disaster rumour-mongers prophesying massive retrenchments as a result of ESAP."


More harm than the retrenchments themselves? Between January 1991 and July 1992, more than 4,000 private sector employees lost their jobs. Attempts to sort out the resulting problems through collective bargaining (rather than through traditional Ministry of Labour decree) were ineffectual in the new environment, because, according to then-Labour Minister John Nkomo, "Unfortunately our confidence has been betrayed. Our social partners have not conducted themselves in a responsible manner" (FG, 20/8/92).


One clear indication of the breakdown in the social accord between government and business was the tendency of companies to price-gouge after controls were lifted, and to stockpile to create artificial shortages. There were frequent allegations of such behaviour by the Consumer Council of Zimbabwe ─ essentially a market-oriented middle-class group in the tradition of the Western-style consumer movement ─ and these were given a relatively high profile in the state-controlled media, although in a manner mainly designed to persuade consumers that their interests were being protected within the framework of ESAP.


Other social forces increasingly voiced discontent. Students chimed in as expected:  "ESAP has also severely affected the student," remarked a writer in the University of Zimbabwe student magazine. "Few, if any, will manage to buy textbooks this year... ESAP tends to mean Especially Students Are Prone to Suffering" (Focus, v.1, 1992). As noted, opposition also emerged from black entrepreneurs. Douglas Ruhukwa, vice president of the Indigenous Business Development Centre argued, "ESAP is an animal we don't know. All we know is it has been a failure in Africa and has recorded a few successes elsewhere. It is well known that IMF and World Bank recipes do not bring dramatic economic changes in countries they are prepared for, and it won't be different with Zimbabwe" (FG, 5/12/91).


As for the middle classes (especially civil servants left unprotected), according to Sam Moyo (1991, 11), "It remains to be seen how, in the absence of widespread consultation, the government will contain their pressures. Special subventions for the amelioration of the problems confronting this class may become necessary for the political stability that the programme requires."


As ESAP generated economic fallout unprecedented in recent memory, substantial political instability emerged, worse than anything experienced since the mid 1980s ZANU-ZAPU conflict. As early as September 1991, the Financial Gazette (5/9/91) editorialised frankly about a possible scenario:


The socio-economic hardships may force many Zimbabweans to go into the streets and show their disenchantment with the system. Many will remem​ber the so-called IMF riots in places like Sudan and Zambia... While we do not advocate the oppression and suppression of the masses, it would be very unfortunate if the government were to be swayed by the popular view to abandon the programme because of the difficulties that it would have necessitated.

Indeed two years later, bread riots broke out in high-density suburbs of Harare, skillfully deflected by ZANU into attacks on bread suppliers. But already, deep-rooted alienation and jokes about ESAP reflected the popular desire to simply abandon the reforms. Nearly nine out every ten trade unionists polled by Lloyd Sachikonye viewed ESAP negatively. But, noted Sachikonye (1995, 127-128), "much of the workers' understanding and critique of ESAP relates more to its effects rather than [to] its rationale and objectives," and hence when organised resistance did emerge (such as a banned May Day 1992 anti-ESAP demonstration that led to the prosecution of the "ZCTU Six"), its "amorphousness and porousness to state manipulation proved a weak basis for sustainability."


Notwithstanding a weak legacy of trade union organising and advocacy, worker confidence and unions' ambitions were by no means snuffed. In 1994 industrial action was revived by postal and telecommunications workers, Air Zimbabwe engineers (four days), bank employees (six days), construction workers (four days), and physicians (which led to the firing of all junior doctors). Strikes were down in 1995 (as they were, too, and quite dramatically, in South Africa, after a very active 1994). But rather than signalling the acquiescence of trade unionists to ESAP, this may have been more a reflection of an unusual and temporary conjuncture, in which the demotion of Nathan Shamuyarira from Foreign Minister to Labour Minister generated a need to rapidly reestablish a power base. The ZCTU had long been under attack ─ through powerful divide-and-rule tactics ─ from Shamuyarira's predecessor Nkomo, and its critique weakened steadily during the early 1990s until it finally won a begged-for corporatist-style pact with government. By mid 1995 its paper The Worker was proudly declaring the unions' new-found influence.


But corporatist philosophy would not thrive under conditions of continuing structural crisis. Another major burst of unorganised social protest occurred in November 1995, along Samora Machel Avenue and other streets of Harare's financial district. Catalysed by police brutality but grounded in socio-economic desperation, a large protest march called by the ZimRights human rights group against careless police shootings of civilians was haplessly deflected by Home Affairs Minister Damiso Dabengwa. As Horizon (December 1995) reported, "frustration over the unemployment rate, soaring prices and poverty created by structural adjustment" was the basis for the destruction of property (especially government vehicles) that followed:  "Jobless masses in the capital's burgeoning population were motivated by `survival instincts' to loot shops in the city centre." According to ZimRights' Reginald Matchaba-Hove, "structural adjustment and the ethics of materialism had created `a culture of violence' in society."


The only concession to the ugly mood was a realisation of the need for consultati​ons with non-governmental organisations and representatives of impoverished social forces, particularly in official poverty studies and, perhaps, even in the design of the next stage of ESAP. Necessary as it was, though, this slight opening would not be sufficient. With growth and profitability finally returning thanks largely to good rains in 1996, but with inflation still above 20% and public sector wage offers in the low single digits, unprecedented civil service militancy emerged, signalling the great gap between rulers and subjects. For nearly a fortnight in mid 1996, a strike of more than two thirds of the civil service paralysed government. Daily demonstrations in downtown Harare attracted the support of ZCTU leadership, who had grappled unsuccessfully for several years to incorporate the civil servants' organisation into the trade union movement. ZCTU president Gibson Sibanda threatened a general strike in solidarity with the civil service, and public sector workers refused to compromise on wage demands and protection for strike leaders. Just back from a honeymoon after a lavish wedding, Mugabe revealed his lack of comprehension of civil service grievances. The government quickly folded to worker demands.


But the occasional victory from below did not sway political elites from the neo-liberal path. Aside from occasional populist posturing by Mugabe ─ whose oft-repeated land reform promises kept rural hopes high and whose May 1996 doubling of the minimum wage boosted spirits (until for most workers it was revoked, on grounds the announcement had been a press mistake) ─ Zimbabwean officials did not appear sympathetic. Emblematic of the elites' venal attitude were remarks by Tichaendepi Masaya, Minister of State for Finance, Economic Planning and Development, who when confronted with evidence of problems caused by ESAP in 1994 was adamant that the policies ─ especially intensified cost recovery efforts in urban areas ─ would not budge. According to the Southern African Economist (May 1994), Masaya openly bragged


that some of these measures were introduced to encourage people to move out of towns and "go back to the rural areas" to make use of the infrastruc​ture which the government has built over the years to uplift the living conditions of the rural folk... "To those able bodied people who choose to be idle in towns I would say, let them rot."

Amongst ZANU politicians, the exception proved the rule. Thus Sidney Malunga, a progressive MP until his suspicious 1994 death in a car accident, could be brutally honest because of his long isolation from power:  "To the masses of Zimbabwe, the poor people of Zimbabwe, the sum total of ESAP can best be described as a loathsome economic monster which is ravaging and destroying decent lives by incapacitating the poor and further condemning them to abject poverty" (FG, 10/3/94). And things were not impro​ving by the time ESAP 1 entered its final year, as preparations were made for ESAP 2 (a new five-year plan in the same spirit). In a late 1994 Gallup International poll, 62% of Zimbabweans anticipated increased hardship in the future, higher than any of the other 45 countries surveyed (FG, 5/1/95).


Hove's "persistent fear" appeared increasingly universal. According to a survey of 200 poor people by the Africa Community Publishing and Development Trust (1995, 1),


ESAP was listed as a cause of poverty even more often than drought and the shortage of land. The combination of retrenchment on a large scale, with a sharp increase in the price of basic goods and having to pay for health and education, has driven many families into poverty.

And the future? With ESAP II looming in 1995, Professor Hawkins spelled out the challenge:


Its provisions will mean a great deal for those still at school, those seeking tertiary education, those desperately hunting for work, those needing land and water, homes and telephones. Who is fighting in their corner? Where is their voice in the debate? (Southern African Economist, June/July 1995).

Sadly, the answer was to be found neither in the traditional left intelligentsia nor in the unions. With a few exceptions ─ many in the University's Institute of Development Studies ─ the former largely suffered the classic "failure of analytic nerve." And reflecting its continuing corporatist orientation, the ZCTU commissioned a report in 1996, Beyond ESAP, that contained some powerful critiques of ESAP but yet that reflected a naive faith ─ reminiscent of modernisation theory ─ in "the economy's" ability to reverse "enclavity," "dualism," and uneven development more generally:


The evolution of a well articulated economy on the path towards economic development requires that the impetus for growth involve the incorporation and participation of the majority of the labour force in productive activities. It is this bottom-up approach to economic transformation that smooths out the discontinuities in the economy thereby leading to the evolution of an inter-linked and mutually reinforcing gradation of activities based on all scales of production (ZCTU, 1996, 16).

Blinkered by the need to remain relevant to reforming ESAP, Beyond ESAP in fact codified many of neo-liberalism's worst conceptual errors and policy recommendations, such as avoiding "subsidisation of nonproductive uses," means-testing "welfare and relief funds," "trimming the public sector," "repeal any regulations... that discriminate against non-formal sector activities or small-scale firms" (there is no mention of whether these include worker safety and health measures), "have the peasant captured by the market," "close government collaboration with private business" on industrial policy (with no mention of labour's involvement!), and the like (ZCTU, 1996, 20-21, 58).


The ZCTU's surrender was particularly disturbing in the field of finance, where notwithstanding sensible advice to avoid foreign borrowing, options to promote "financial resource mobilisation" included "government selling off its assets using the proceeds to reduce the stock of debt" and "encourage people to save by providing incentives that would encourage them to invest in shares quoted on the Zimbabwe Stock Exchange." Regarding fiscal policy, "current debt needs to be reduced substantially" and there is a "need to redirect government funds away from recurrent towards capital expenditure" ─ but without considering the potential harm to social programmes that would logically result.


Worst of all, the ZCTU (1996, 61) effectively conceded that "There can be no return to pre-ESAP policies, partly because of the stranglehold that foreign creditors have on policy through the substantial debt that has accumulated, paradoxically, because of the failure of the policy." Instead, it was the ZCTU's own failure to give content to the popular anti-ESAP outrage that reflected not the "failure of the policy" but instead ESAP's success in reducing all analysis to modernisation theory and all policy discourse to facilitating capital accumulation.


Reactions are sometimes as revealing as events themselves, for a society defines its prospects in large part through its understanding of its problems. And here, most representatives of officialdom and corporate Zimbabwe ─ and even to an extent the ZCTU leaders and technocrats ─ were blind, in comparison to those suffering most.

22. Conclusion:  Blame for ESAP?
In the wake of this review of ESAP's abject failure, the logical task of a conclusion is to show how the different discourses surrounding economic policy provide divergent intellectual grounds for attributing blame, and hence, thus, for crafting future policies. Assuming that conceptually, one can begin to control for the drought factor,
 the challenge is to sort out the different ways in which failure was comprehended and in which a way forward was suggested. For aside from a natural disaster (drought) theory of economic crisis (to which Zimbabwe's state-owned press was prone), we have come to recognise three sets of questions that emerged during the 1990s to shed light on the economic and social crisis:


• Were structural barriers to capitalist growth responsible for the disappointing record of market liberalisation?


• Or was ESAP's design "necessary but insufficient" for both growth and development?


• Or instead was the culprit ESAP's half-hearted implementation by government bureaucrats who had different agendas or insufficient capabilities?

We have provided cross-cutting evidence of all three sentiments, emanating at different times from at least three different sectors of the Zimbabwe economy and society. To begin with the last, was ESAP's implementation sabotaged by lack of commitment? After all, warned Michel Camdessus of the IMF in 1990, "There is no `third way' between central planning and a market economy. [It is] a mistake to take a piecemeal approach" (Financial Times, 20/4/90). In Zimbabwe, this reservation was widely expressed by business elites in the run-up to the introduction of ESAP. Zimbabwe Quarterly editorialist Mervyn Thompson, for example, had remarked in mid 1989,


We are surely at an economic reform crossroads. The strong suspicion is that government does not wholeheartedly accept economic reform ─ because they do not believe in it. The current system works perfectly well for a small clique of politicians and bureaucrats who have no interest in change... There is still a suspicion that government will only undertake any form of liberalisation as a stop-gap measure and revert to some form of state ownership/control of industry at a later date (Zimbabwe Quarterly, v.3, #3).

Although tempered during first months of ESAP, this theme was repeated again and again in bourgeois argumentation as the contradictions embedded within the programme became overwhelming. Even for perceptive observers such as Hawkins (1994, 50-52), the impression left was of ESAP's "uneven implementation... Some of the policies are open to criticism, but for the most part it is implementation that is at fault":


Where for instance is the promised tariff commission, and the threatened monopolies commission?... Where is the new banking act; where is the Securities and Exchange Commission? What has happened to the frequently promised export processing zones?... Where too is the government headed on privatisation? What is the point in transforming a parastatal into a 100% state-owned private company?... Here again government is perpetuating uncertainty, sending signals that suggest that its commitment to reform is less than whole-hearted, with adverse ramifications for private sector investment.

But was Hawkins missing the wood for the trees? For ESAP was, in fact, largely implemented. The three exceptions usually cited are fiscal discipline, parastatal privatisati​on (subsidies were meant to have fallen from Z$629 million in 1990/91 to Z$40 million in 1994/95, but instead increased over the period) and the Social Dimensions of Adjust​ment strategy (as if this were indeed a genuine goal of ESAP, which is most doubtful). These three defects aside, the government was able to claim, by mid 1994, the following accomplishments:


• 18,000 government jobs were abolished (with retrenchees numbering 7,000) and the civil service wage bill was reduced from 15.3% of GDP in 1990 to 11.3% in 1994 (World Bank, 1995c, 20);


• the foreign exchange control system was dismantled;


• tariffs were lowered (except for some "import-competing activities") to the 15-25% range (ie, even below the GATT requirement of 30%, which was only meant to take effect by the year 2005), 


• there was extensive liberalisation of foreign investment regulations;


• price controls were eliminated;


• many local zoning and trading restrictions were abolished; and


• labour markets were largely deregulated (particularly regarding wage determina​tion and employers' rights to hire and fire).

Yet as noted above, the devastation of both the real wage and social wage caused by such measures did not necessarily serve all capitals' interests. We have observed discourses of victimised businesses, which generally reflected dissatisfaction that the vision of manufac​turing resurgence through liberalisation proved ultimately no more than a mirage, and that instead, a shrinking domestic market and rising imports threatened dozens of established firms' very survival. But how to articulate this, particularly when the major voice of industry ─ the CZI ─ had shifted its position so emphatically in favour of ESAP (Dashwood, 1996)? 


If there was such a creature, the "patriotic national bourgeoisie" could doubtlessly have improved profits by advocating economic restructuring to kick-start local industrial accumulation; financial reforms to blunt speculation and reduce interest rates to levels approximating the real growth rate; new tariff policies to enhance local production; spatial reorganisation to reduce the colonial-era geographical inefficiencies; labour market reforms to enhance skills and productivity; substantive land reform to generate a stronger rural kulak class; and better targeting of housing subsidies and credit flows to provide a stronger and far more sustainable basis for accumulation in the construction sector, to name a few examples. These reforms were not terribly difficult to conceptualise (Robin​son, 1988), and were pursued in countries such as South Korea without apparent economic distress. But such a programme would have threatened too many sectoral interests, particularly the increasingly powerful financial industry, and only the ZCTU (1996) began, in a very tentative manner, to develop an alternative along these lines.


Instead, and notwithstanding the barrage of grievances from producers facing extinction, a laissez faire brand of business ideology prevailed. For when not demanding further shrinkage of the state, the most powerful of Zimbabwe's capitalists ─ financial and commercial fractions ─ had every reason to celebrate. "The economy has evidenced some dramatic advances" under ESAP, asserted their leading spokesperson, Eric Bloch (FG, 5/1/95).


The extent that inflation has declined, the significant reductions in direct taxation, the liberalisation of trade and virtual elimination of import controls with a consequential elimination of most shortages, the immense relaxations of exchange controls, a somewhat more stable currency exchan​ge rate environment, and the extent of new investment in the last two years are but a few indicators of the achievements of ESAP to date.

More sober observers ─ including even the World Bank at times ─ would have acknowledged the terrible social costs of such achievements. But clearly, the benefits of ESAP were real for a substantial section of the Zimbabwean capitalist class. For others, if benefits were not yet apparent and costs were mounting heavily, it would be easy to retreat to the hope that the market reforms were "necessary but insufficient," hence maintaining the possibility that if ESAP could be augmented with other measures not envisaged by the programe's architects, growth and development would finally emerge in a virtuous synthesis, as opposed to Zimbabwe's actual early 1990s record of economic decline and underdevelopment.


This second sentiment was the position adopted, at the end of the day, by the Zimbabwe Congress of Trade Unions. No matter that it may have been misleading to trade union constituents, and politically would exacerbate corporatist processes that tend to generate greater "insider-outsider" polarisation. In the wake of more than a decade of debilitating paternalism and outright repression, including sophisticated attempts to tear the union federation apart through divide-and-rule strategies, it may be easier to under​stand ─ though not condone ─ the ZCTU's confusion.


In contrast, the third perspective was that ESAP was misguided from the start, serving bankers' needs above all others, destroying local productive capacity and setting real standards of living (and "human capital investment") back decades, and focusing on exporting to an increasingly hostile international economy which was mired in recession, at a time international competition was tougher than ever and commodity prices at their lowest in history. This perspective has informed the critique that has emerged throughout this book, regarding not only many components of ESAP but also finance-driven economic and social policies more generally.


Jameson Timba (1992, 4), an employee of the Collective Self-Financing Scheme (a small NGO funder of agricultural cooperatives) expressed this view simply, but quite accurately:


Zimbabwe's economic structural adjustment programme came in part as a result of the lame economy that the new government inherited, and the inappropriate economic policies adopted at independence. From a financial perspective, the money market in Zimbabwe has been awash with liquidity, meaning that the economy has been able to mobilise savings, however no sizeable investments have been channelled back into the economy... This Economic Structural Adjustment Programme, dubbed "Economic Structural Acquired Poverty," is supposedly a home-grown set of economic measures designed to make the Zimbabwean economy more competitive. However its prescriptions are in no way different from the prescriptions of the IMF and the World Bank which have caused havoc and continued marginalisation of the poor of most Third World countries. The only difference between the Zimbabwean prescription from that of the IMF is that the policy document on ESAP is published on Zimbabwean newsprint.

And in a sense, Zimbabwe was "in no way different" from many other societies which permitted financial power ─ global and local ─ to reign at key moments.

Endnotes



�.Hanlon (1991, 177) reports that "By 1986 the World Bank had abandoned the narrow deindustrialisation strategy it had tried to impose on Zimbabwe and other Third World states." Indeed, notwithstanding the Bank's miscalculation in circulating the controversial Jansen Report, there was always room for an alliance of some sort between national productive capital and international finance. CZI leaders like Alan Paterson (president in 1982) knew that the discipline of international finance ─ even enforced currency devaluation which would raise manufacturers' input costs ─ could serve his constituents' interests against a potentially "socialist" state:  "If it brings in assistance from the IMF it's perhaps a good thing for the country" (Herald, 9/12/82). Paterson was subsequently head of udc, Ltd ─ a finance house partly owned by the Bank's International Finance Corporation ─ and may not have exemplified the Zimbabwean industrialist. But by the late 1980s, the CZI had convinced the Bank to take a much more sympathetic view of local manufactu�rers as potential exporters.


�. The World Bank (1987c, 20-22) noted that with regard to external private debt, Zimbabwe had adopted a "highly conservative policy." Of US$420 million per annum in new loans during the 1980s, an average of US$110 million came from commercial banks. The cost of both commercial bank and World Bank loans were high:  "Multilateral borrowing is almost entirely on non-concessional terms to Zimbabwe ─ a reflection of her creditworthiness ─ but has the major advantage of long maturities." 


�. In late 1985, for example, Chidzero complained of "the IMF breathing down our necks" as balance of payments problems developed, and he remonstrated that in economies like Zimbabwe's, "market forces tended to mean market power, which was concentrated in the hands of dominant groups and monopolies... Naturally this line of thinking is not accepted by the IMF or the US, but this is the reality of developing countries" (Herald, 12/12/85). 


�. Yet by early 1991, Chidzero was seriously considering a debt-for-nature swap on Zimbabwe's debt (Sunday Mail, 21/4/91). Strong critiques of such swaps can be found in Potter (1988) and Anonymous (1987).


�. The full name of the Development Committee, ironically, is the "Joint Ministerial Committee on the Transfer of Real Resources to Developing Countries." It is interesting to note, in the same spirit, that although a major Bank (1984, 38) statement on Africa, Toward Sustained Development, argued that "The starting point [for state investment] has to be a realistic assessment of expected resources," the Bank (1984, 7) estimated a positive net capital inflow to Africa of US$5 billion in 1985-87, and soon thereafter (1986, 40) estimated a projected net annual inflow of US$8.5 billion from 1986-90.


�. "Optimism" could certainly not be attributed to ordinary citizens of Third World countries. For example, the late 1980s witnessed major trade union conferences on Latin American debt, and, according to International Labour Reports, "Most of the trade unions at all three meetings proposed one radical solution to the problem of their countries' debt problems:  non-payment. After all, they argue, workers have already paid more than enough. Nothing has improved since Third World countries, especially in Latin America, got their first loans from Europe in the 1820s" (Farge, 1990, 17).


�. Instead, typical of financial market attitudes was the successful early 1990s gambit by British banks ─ including Barclays, Standard Chartered and Grindlays which had exposure in Zimbabwe ─ to draw US$350 million out of Third World governments in loans the banks had previously acknowledged to be unrepayable, and for which they had received tax credits for writing off as such (FG, 29/4/93).


�. Some of the energy sector's early foreign liabilities were simply unnecessary. International agency financing for the Hwange power plant came from the Bank's International Finance Corporation (a US$20 million loan, its largest in Africa) and the US Export Import Bank, and included a guarantee to Anglo American Corporation that its nearby coal mine would attain a 12.5% profit rate. As Makgetla (1983, IX, 24) remarked, "Serious questions arose about the project's impact on the government budget and the Zimbabwean economy as a whole," since it was easier to approve the Rhodesian-era project than consider a variety of alternative energy sources.


�.The Bank's NRZ loan ─ mooted in 1980, begun in 1981, meant to conclude in 1984, and actually concluded in 1986 ─ was only reviewed in September 1989. In 1986, the subsidies were still at least 7% of NRZ expenditures, and accounted for a quarter of all government parastatal subsidies.


�.The Bank blamed many of the problems (especially the long delays) on the "NRZ's slow preparation of tender documents... [and] NRZ's non-compliance with agreed procedures. In many respects, NRZ senior staff never fully accepted the rationale for Bank procedures and their relevance to NRZ's situation." Yet it is in just such administrative areas that the Bank typically excels, and ─ had it been involved in closer monitoring ─ could easily have intervened to ensure that simple tenders were issued. To illustrate, in the early 1990s, staff shortages became so severe that NRZ spent nearly Z$1 million between 1991 and 1993 on repairs, of which "more than half were sent to backyard garages, where NRZ employees received kick-backs," according to a report by an internal committee. "Owing to lack of panel-beaters and spray painters, every job to repair accident damages was sub-contracted," the committee reported (FG, 24/3/94).


�.On the Bank's 1988 Education in Sub-Saharan Africa:  Policy Adjustment, Revitalisation and Expansion, Chung (1989, 25) said that "On the whole I like it," and was then asked by an interviewer, A pervasive theme of the Report is the promotion of private schools and the increased privatization of finance. Zimbabwe has one of the largest private school sectors in Africa. In addition, much of the responsibility for school construction is currently passed on to local communities. Many families are hard pressed to meet the costs of school fees and uniforms. What are your reactions to the World Bank recommendation is this are? CHUNG:  I feel that to some extent they are correct, because the responsibility for children must remain with the parents who decided to have them. I think it would be wrong for the government to take over all responsibility from the parents.


�. This was unusual, for typically, business concerns about the withdrawal of subsidies were immediately self-interested. In his effortless manner, Eric Bloch complained at length in a Financial Gazette column about the pain of cost recovery, mentioning in passing education and health but focusing mainly on National Parks entrance fees, the nonresident airport departure tax, and the 2,000% increase (from 10c to Z$2) in the fee he was charged to enter the bar at the Bulawayo airport (FG, 14/7/94).


�. As for university fees, however, the Bank argued that these should rise to 50% of actual costs.


�. For example, yet another surprising attack on cost recovery was found in the Bank's 1995 Country Economic Memorandum analysis of urban infrastructure. Moreover, in rural areas, the Bank argued, "the public sector could continue to assume capital costs for the construction of water points" while communities should pay maintenance costs. And the Grain Marketing Board ─ which suffered enormous annual deficits (Z$1.4 billion in 1994) ─ received unusual praise, for playing a "social/developmental role" in marginal areas. More generally, the Bank recommended "a social safety net which can ensure a socially acceptable minimum consumption level" and slated ESAP's Social Dimensions of Adjustment (SDA) programme for incompetent targeting, excessive administrative costs and its lengthy application forms. It also condemned the SDA fund for carrying "a social stigma, which ought to be avoided" (World Bank, 1995, 61-67).


	The most logical explanation for this string of reversals was the intensity of unending public attacks (by President Mugabe and his cabinet, the Financial Gazette and CZI, trade unions, and high-profile NGOs like Oxfam) on the Bank's role in denuding Zimbabwe of its best-recognised social investment programmes, while the economy remained at pre-ESAP levels of output.


�.More consistently, however, the Bank also argued that Zimbabwean construction firms should attempt to divert 20% of their business to export markets, while making virtually no linkage between the construction industry and the low-income housing crisis (FG, 7/9/90, 19/9/91).


�. The ZBCA as an institution left much to be desired; perhaps predictably, one leading white construction official concluded that it was "so weak that it amounts to nothing more than a paper administra�tion office. As an organisation, they have very little credibility in the professional contracting industry. Their leaning towards politics and the current infighting do not auger well for their image and reputation" (FG, 16/6/94).


�. Resistance was not limited to conditionality by the Bank. In 1994, the PTC declined a Z$150 million loan from the Commonwealth Development Corporation due to what were described as "harsh" conditions (FG, 6/1/94).


�. The FG (9/7/92, 16/7/92) reported that the Bank "is understood to have recommended the abolition of the door-to-door delivery of letters and proposed that Post Office Savings Bank be converted into a commercial bank." 


�. This was in order "to maintain healthy relations with government because the issue was `very sensitive,'" according to the Financial Gazette (16/7/92). Makoni later explained to the newspaper, "We are 100% owned by government and we have to be very careful in how we deal with them. We do not want to deal with government in the Press... I was not up to doing your paper any harm at all."


�. The author was offered (and rejected) one such consultancy by the Bank in mid 1992, in the course of an on-the-spot interview with its main agricultural officer; the consultancy would have entailed attempting to persuade Harare commercial banks to open their doors to the top fraction of small farmers. What with the Bank having recently acknowledged 80% default rates for peasant farmers in its AFC programme, and given Zimbabwean bank attitudes to such borrowers (see Chapter Ten), this appeared a classic case of programme design in H Street, Washington DC, with very little prospect of success in the field.


�. The main foreign consultants who did get jobs through Urban I were assigned to transport, road safety equipment, and motor vehicle administration, areas in which Zimbabwe had plenty of excess domestic capacity. The Bank's locally-based Urban I consultants were employed to carry out "aspects of civil engineering," and the Bank failed to document in its Project Completion Report (1994, 12) why a foreign currency loan was required to pay for such services.


�. There were, however, few other changes in interest rates during the 1980s. At the end of 1989, commercial banks were required to reduce their minimum overdraft rate ("base lending rate") to 11.5% and were prohibited from charging interest rates in excess of 14% for productive investment purposes (as against 15.5% for consumption). The hire purchase lending base rate was reduced from 20% to 14%, with a maximum of 18%.


�. Interestingly, reflecting the Bank's (1991b, 15) easy approach to data interpretation, a report on South Africa aimed at a rapprochement with the liberation movement draws a wholly different lesson about Zimbabwe's prescribed asset requirements:  "the more important long-run effects was (sic) to allow an unsustainable accumulation of public debt and diverted [sic] resources from investment into public consumption." And of course ESAP, warmly endorsed by the Bank in early 1991, included a dramatic increase in public external debt.


�. Such optimistic projections continued during the 1990s, no matter the profusion of evidence to the contrary. A few months after Zimbabwe's volume of manufacturing output fell by 20% during early 1995, the Bank (1995c, 35) intoned, "The potential for higher exports exists in several sectors ─ mining, agriculture, tourism and manufacturing," if only Zimbabwe would "provide a more market-friendly environment" and private firms would modernise and seek "foreign partners and external markets." Agricultural and mining products were specified (cotton, horticulture, sugar, oilseeds, platinum) but notably, the Bank again provided no examples of potentially-successful manufacturing exports.


�. Privatisation had been justifiably delayed, as International Finance Corporation's Southern African representative Mwanghazi Mwachofi recorded, because its beneficiaries would be "perceived to be the rich and privileged" of Zimbabwe and because the existing political leadership preferred to use parastatals "to perpetuate existing jobs" (FG, 14/7/94). Later, Mugabe conceded to privatisation on grounds that the proceeds would go into a National Investment Trust to advance the economic interests of black Zimbabwe�ans" (FG, 11/1/96).


�. The econometricians, it must be noted, proceeded to test their work by considering "a worsening external environment resulting from a prolongation and deepening of the current oil price shock" (which in reality, at the time of the Gulf War, was but a momentary blip). 


�.This caused ongoing confusion. In 1994 Barings termed Zimbabwe's record as a debtor "virtually immaculate" (FG, 15/12/94), and the World Bank (1995b, vII, 9) confirmed that Zimbabwe "has remained current on all external debt obligations" ─ perhaps forgetting ZESA's failure to repay Z$50 million in Bank loans for several months during 1992-93 (FG, 18/2/93). Just as the Bank's Zimbabwe office gave a clean financial bill of health in 1995, its Johannesburg mission chief Isaac Sam lumped Zimbabwe with Nigeria and Tanzania as countries that are "not likely to obtain any more finance in the international capital markets as long as they are debt ridden and demanding that the debts should be written off" (RSA Review, March 1995).


�. Harare alderman John West was one of a very few government officials who recognised the problem:  "When the government borrows from foreign sources there is a real problem. Every US dollar borrowed is a claim on Zimbabwe's goods and services and can only be repaid, with interest, out of this country's visible and invisible exports. This is the worst feature of ESAP" (FG, 17/2/94).


�.Cone eventually shut down in late 1994, unable to repay Z$266 million in debt ─ the local IFC representa�tive considered that it "could never be competitive" ─ and with it, brought down 6,000 jobs and a good part of Chitungwiza's economy. Hunyani stumbled precariously but managed to convert Z$60 million in bank loans into a 37% dilution of the company's equity, with other major government sharehol�ders ─ the Mass Media Trust and the IDC ─ bailing the company out at the request of Foreign Minister Nathan Shamuyarira (in 1994 a controlling share in Hunyani was purchased by the rapidly-growing tobacco-based conglomerate TSL Ltd) (FG, 26/1/95).


	The textile industry was perhaps an extreme case, given its role as the primary manufacturing victim of ESAP. The chair of David Whitehead Textiles Ltd complained in the company's 1994 annual report that return on capital of 11% was "well below money market rates" which in turn led to "continued deferral of necessary capital expenditure." Indeed David Whitehead's fixed assets actually declined from 1992-94 by Z$8.5 million (to Z$151 million). The poor 1994 results (which, however, were twice as good as those recorded in 1993) were blamed on declining consumer buying power and the fact that "The international market for textile products was generally stagnant" (FG, 8/12/94).


�. Even progressive analysts, such as ZCTU (1996, 7) and Saunders (1996), adopted the crowding out thesis uncritically, notwithstanding all the evidence to the contrary.


�. Ironically, however, at roughly the same time, Stoneman was reported saying that ESAP "will be generally beneficial" if implemented correctly and if sensitive to the vulnerable (Financial Gazette, 7/9/90).


�. The January 1995 Project Completion Report (World Bank, 1995a) (by the Bank's Southern Africa Department) covers the Bank's US$175 million 1992-94 (first tranche) structural adjustment loan, the linchpin of a multi-donor credit agreement in excess of US$500 million. The Zimbabwe government contributed a major statement on its accomplishments to the report. This was followed by a less-sanguine Performance Audit Report (World Bank, 1995c) by the Operations Evaluation Department in June 1995, which termed the first tranche only "marginally successful" and which the Zimbabwe government decided not to formally respond to. The second report highlighted problems with government fiscal policy, parastatal reform, and the social dimensions programme. Inbetween, the Bank's Southern Africa Department issued a Country Economic Memorandum on Zimbabwe entitled Achieving Shared Growth (World Bank, 1995b).


	There were other donor assessments of ESAP, including by the powerful United States Agency for International Development and the secretive International Monetary Fund. The Bank's view, is most important because of its proximity to government officials and its leadership among donors.


�. The only even mildly-negative self-appraisal was the Bank's (1995a, 18, 30) admission of Danish funder DANIDA's criticisms (that Bank coordination of other donors was too slow, that donors lacked consistency in their approach "to major areas of economic policy," and that the Bank did not "accommodate their desire to provide grant [instead of loan] finance"; telling flaws, these, but apparently not deemed sufficiently fatal to omit from the first evaluation, or on the other hand to rebut.)


�. This was apparently a highly-valued contribution, for the letter of transmittal from the Office of Director-General for Bank Operations Evaluation cites the government's "excellent assessment of the programme's performance and implementation lessons"; the Director-General's reading of the report was not terribly accurate in other places either, for it claimed, "Overall, the project outcome is rates as satisfactory" when in fact the Project Completion Report had cited ESAP as "highly satisfactory" (World Bank, 1995a, Memorandum to the Executive Directors and the President, 22). The second evaluation also made this mistake.


�. Without a trace of irony, the Bank (1995c, 13) concluded that among ESAP's lessons are "the importance of popular ownership and participation throughout the process of adjustment.. An open, transparent dialogue can help generate realistic expectations, reduce uncertainty, and contribute to a unified sense of national ownership for reforms." What an open, transparent dialogue should apparently not contribute to, however, is a decision that the reforms are too costly, and the benefits too skewed; hence specific information critical to such a cost-benefit analysis is studiously ignored.


�. The most obvious way to cut the government budget was a reduction in defense spending, particularly in light of the diminished regional threat (what with peace in Mozambique and a political settlement in South Africa). But notwithstanding growing pressure from the Bank and corporate media ─ "government has no qualms about allocating over Z$2 billion to defense," complained the Financial Gazette (21/9/95) ─ other powerful forces prevented this. After all, Chidzero had conceded in a rare unguarded moment, defense spending was necessary "to purchase the loyalty of generals and servicemen" (FG, 4/8/94).


�. There were many taken in by the middle-ground approach, in part because it combined apparently constructive criticism with an ongoing engagement with power. The once left-leaning cabinet minister Fay Chung (1993, 1) argued that "The transition from a largely centrally-controlled economy to a market-based economy in Zimbabwe was a necessary step, but it was not without many painful teething problems." The generally pro-business commentator Tony Hawkins (1994, 50), too, found that "Structural adjustment is a necessary ─ but not a sufficient ─ condition for self-sustaining economic growth." Similarly, the oppositional sensibility of ZCTU secretary general Morgan Tsvangirai had waned to the point, in 1996, that he conceded in his foreword to Beyond ESAP, "While acknowledging that SAPs are necessary, the study shows that they are insufficient in fostering development" (ZCTU, 1996, i). And from an academic perspective, in their survey of Southern African structural adjustment programmes, Thomas Ohlson, Stephen John Stedman and Rob Davies (1994, 252, 303) observe that Zimbabwe's structural adjustment programme "led to increased disease and food insecurity at a time of reduced state spending on health and medicine" but that, nevertheless, "The crisis of economic productivity is so vast and compelling that it is impossible to counsel against the structural adjustment programmes of the international financial institutions." Missing here is any sense that SAPs may have intensified the productivity crisis via deindustrialisation stemming from poorly phased tariff removals, extremely high interest rates, emasculation of state education and health programmes, and the general promotion of speculative, acquisitive tendencies which accompany the prosperity of tiny petty bourgeois and bourgeois enclaves, while workers and peasants surrender a third or more of their standards of living. The "necessary but insufficient" argument falls apart under closer scrutiny.


�. Although there is no mention of the maize fiasco in the Bank's input to the Project Completion Report, the lessons learned by the government (as told to the Bank [1995a, 50]) are revealing:  "Given the drought cycle in Southern Africa, it was reasonable to suppose that a drought could occur during the life of the programme... Lack of a coherent contingency plan has led to a `knee-jerk' reaction ─ in the form of excessive and underfinanced stock building ─ by the Grain Marketing Board, which threatened the fiscal foundations of the recovery from the drought." Diplomatically, nothing is mentioned of the Bank's prior role in depleting the GMB stocks.


�. Ironically, within the next months, Zimbabwe's largest packaging company (Hunyani) and textile firm (Cone) would effectively go bankrupt.


�. The Financial Gazette (21/11/91) was especially derogatory:


The little that has been made public about the campaign indicates that this is going to be one of those propaganda exercises with government manifesting its usual but deplorable intolerance of views contrary to its own. The present campaign appears aimed at treating ESAP as some form of magic wand, some form of religion. Indeed the campaign aims at commercialising and trivialising a very important reform programme. The government seems keen to portray ESAP as a wholesome and faultless commodity, such as a detergent or toothpaste, which the public is being exhorted to get hooked on.


�. Partly this reflected the fact that "Zimbabwe's top managers face a decline of between 25% and 30% in real incomes" according to Green Line Salary Surveys in 1993 (even though "purchasing power" remained equivalent to Japanese executives). Other anecdotal evidence of corporate stress emerged from a huge downturn in the casino industry, "as a result of falling disposable incomes in the upper-middle income group which forms the bulk of its domestic clientele" (FG, 25/2/93, 20/5/93).


�. On the other hand, successes achieved to date included:


reduction almost to a level of elimination of regulatory controls; broadening of business perspective to regional and international levels; competition promotion which induced improved management practice and improved customer care; and investment inflows even though they remained lower than expected.


�. As something of an alternative to the Consumer Council, the Finance Ministry also established a monthly "watchdog group... billed as the think-tank on ESAP" in May 1992, but it was delegated to the Zimbabwe Association of Business Organisations (also headed by Chidzero) which had no particular interest in representing the majority of Zimbabweans. Other members of the committee came from the Commercial Farmers' Union, the CZI, the Zimbabwe National Chamber of Commerce, the Chamber of Mines, and banks. In its first three months, the group ─ chaired by the deputy secretary in the Ministry of Finance ─ held just one meeting, and was subsequently rarely heard from (FG, 27/8/92).


�. Such sentiments show the limits to the CZI strategy of promoting small entrepreneurial finance ─ one of Humphrey's main contributions to the 1990 debate on ESAP, as noted in Chapter Seven ─ as a means of forging alliances with this ideologically-important sector of civil society.


�. Shamuyarira was named Minister of Industry and Commerce in 1996, and for the first time brought organised labour into international trade negotiations, leading to a long-awaited rapprochement with South Africa. At the same time, the ZCTU (1996, 8) requested "a truly national compromise" on economic policy with government, employers and other civic groups along the lines of South Africa's (ultimately extremely weak) National Economic Development and Labour Council.


�. To what degree was the early 1990s (especially 1992) drought responsible for ESAP's failure? Economically, the ratio of agricultural production to total production (at constant 1980 factor costs) fell from a post-independence high of 16.1% in 1985 to 12.2% in 1991 to 9.9% in 1992, before rising to 14.4% again in 1993. Within the agriculture sector, multiplier effects are more important for non-tobacco crop production. (Indeed, commercial tobacco farmers drained most of the country's scarce irrigated water during the drought and hence increased production steadily from 135,000 tonnes in 1989/90 to 235,000 tonnes in 1993/94.) Maize fell from its record high of 1.8 million tonnes in 1985/86 to 900,000 in 1989/90, 780,000 in 1990/91, 605,000 in 1991/92 and just 12,615 in 1992/93, before recovering to 1.3 million in 1993/94. The three other major crops by weight ─ wheat, cotton and sunflower ─ followed a similar, but less extreme, pattern as maize. Yet as the World Bank (1995b, vII, 84) noted, "The average annual national rainfall has been only moderately lower since 1986 than during the early 1980s... [and] climatic factors cannot explain the broader contrast between the early 1980s agricultural growth and the virtual stagnation since then."


	Socially, it is difficult to assess the drought's destruction in comparison to the devastation caused by ESAP. But to cite just one control group indicator (the only one the author has encountered), health researchers discovered that during the early 1990s "almost a third of the households in Chitungwiza [Harare's main satellite township] said they had reduced the amount of sadza [the staple maize meal] they consume. In [rural] Murehwa district this was only 5%. It is argued that if reduced sadza consumption was to be attributed to the drought, the reverse would have been found, as most of the rural population relies on agriculture. One can only conclude that the harsh economic climate is responsible for the reduced food consumption" (Bijlmakers, Bassett and Sanders, 1995, 253).


	Historically, the previous period of sustained economic crisis ─ 1974-78 ─ was a time of extremely good rains, while the late 1960s and early 1970s period of booming growth witnessed years of severe drought.


�. On this latter matter it was apparently true that the January 1991 Framework for Economic Reform was actually typeset (if not printed, and even written) by the Bank, for it appears in American (not British) English. 







