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THE ZIMBABWEAN ECONOMY
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Definition: Economy
An economy is the total wealth of a given country at a given time. It
includes a country’s resources such as capital, labour (human resources),
and, minerals, goods and services.

Pre-Independent Zimbabwe: The Inherited Economy

The colonial government was characterized by the unequal distribution of
economic resources. There was uneven distribution in terms of land,
capital, skills, jobs, national wealth, social and basic infrastructure. The
economy was designed to promote the supremacy of white people.
a) Land Distribution
Land ownership in the pre-independence era clearly shows the disparity in
asset distribution between the black majority and the white minority.
Through the Land Apportionment Act (1930) and the Land Tenure Act
(1969), 18 million hectares of land were allocated to blacks and an equal
share given to whites, whilst 2 million hectares were reserved for game
parks and government land. The injustice emanated from the relative
population densities of the blacks and whites in the country. Blacks
constituted 95% of the total population, whilst whites were only 4.5%. To
make matters worse, blacks were located in the poor agro-ecological zones
of the country, with whites occupying the prime lands. This unequal
distribution of land meant that the black population were disadvantaged in
terms of wealth and food production. This lack of wealth meant that the
black majority lived in poverty and could not afford any other means of
production, nor essential services and basic necessities such as; food,
accommodation, sanitation, education and health.
b) Income Distribution
The disparity of income distribution in the pre-independence era also
indicates the dual economy inherited by the independent Zimbabwean
government. Wages were skewed in favour of white workers.
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Your race determines your weight and your sources

While blacks constituted 95% of the population, they received a
disproportionate share representing 60% of the total wages and salaries. In
contrast, the whites’ share in salaries and wages was 37%. Overall, it was
estimated that 4% of the total population controlled two-thirds of gross
national product.
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c) Social and Basic Infrastructure
There was unequal provision of social and basic infrastructure between the
two races. Blacks were not provided with adequate health and social
services. There was almost no development in terms of; transport and
communication networks, health delivery systems and education facilities,
both finance and institutions. Blacks were not provided with an equal
opportunity to acquire a decent education. Before independence (pre-1980),
human resource development was predicted on a policy of white supremacy. In
line with this principle, human resources amongst blacks were extremely
underdeveloped. It is reported that 25% of black children never went to school,
while over 60% did not complete full primary education, with only 4%
completing four years of secondary education. This was deliberately designed to
ensure that no competition evolved between blacks and whites. Furthermore, the
Apprenticeship Training System that was established in 1934 was not only
racially biased, but was also designed to produce only a few graduates. Thus, of
the 5 103 apprentices in Zimbabwe in February 1981, 56% were Europeans, 26%
were Africans, 7% coloureds and 1% Asians.
Post-Independent Zimbabwe: Phases of Zimbabwe’s Economic Development:
1980-2007
Five distinct phases can be identified in Zimbabwe’s development. These phases
are based on fundamental changes in policy and economic management. Table 1
summarises these phases, the policy orientation and key drivers and the
performance of the economy during this period. The phases are closely related in
that developments in one affected those in the other(s). For instance, the
unsustainable budget deficit that emerged at the end of the pre-Economic
Structural Adjustment Programme (ESAP) period of the 1980s, depressed
investment and employment creation and shortages of foreign currency
necessitated the introduction of reforms in 1991. The hardships associated with
ESAP, poor performance during this period and the rise of civil society groups
resulted in the abandoning of the market reforms and ushered a period of
management by crisis, political expediency and crisis since 1997. The turn of the
new millennium saw an intensification of the management by crisis approach,
exacerbated by the implementation of politically expedient policies. The issue is
that while the policies of the pre-ESAP period were politically understandable,
they were economically unsustainable. By the same token, while the policies of
ESAP were economically understandable, they were politically unsustainable.
Those of the crisis period – post-1997 – were neither economically nor politically
sustainable. Thus, though the paper focuses on the experiences of the past decade,
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it is informative to briefly discuss developments before then as they had a huge
bearing on what transpired thereafter.
Table 1: The Five Phases in Zimbabwe’s Economic Management and
Performance, 1980-2007
Page | 5 Phase
Policy orientation & key
Performance
drivers
Post-independence, Socialist rhetoric combined Stuttering growth (high
Pre-ESAP – 1980- with conservative policies on growth of 11% & 10% in
90
the ground coupled with 1980
and
1981
welfarism
and
limited respectively followed by
redistribution
of
resources depressed
growth
(continuity as opposed to averaging 1.9% (1982transformation). Adoption of 85).
Real
economic
‘Growth with Equity’ economic growth averaged 4.6% for
blueprint in 1981, Transitional the
period
1986-90.
National Development Plan Expansionary
incomes
(1982-85) & Fist Five Year policy
(1980-1982),
National Development Plan adoption of IMF-inspired
(1986-90).
Highly
labour stabilisation programme
protective labour legislation – in
1983,
second
the Labour Relations Act of agricultural revolution.
1985.
The key drivers of policy were
conservative elements: the
Ministry of Finance headed by
the influential Dr. Bernard
Chidzero, powerful employer
lobby groups such as the
Confederation of Zimbabwe
Industries
(CZI),
the
Commercial Farmers’ Union
(CFU), Zimbabwe National
Chamber
of
Commerce
(ZNCC),
international
financiers and especially the
World Bank and IMF.

ESAP – 1991/96

Market-oriented
economic
reforms at the behest of the
IMF
and
World
Bank,
liberalisation
of
markets
(privatisation and public and
parastatal reforms not fully
implemented).

Stunted economic growth
averaging 1.4% during
1991-1995, the official
ESAP period, against
planned average annual
growth of 5%.
Shift from food self5

The key drivers were the IMF
and World Bank, powerful
lobby groups such as CZI,
CFU, ZNCC, Ministry of
Finance under the architect of
ESAP, Dr. Chidzero, investors
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etc. Increased agitation by civil
society and emergence of strong
opposition politics.
Post-ESAP Crisis – Management by crisis – policies
1997-1999
adopted
largely
not
implemented (ZIMPREST) and
development partners withdrew
their support.
Establishment of the National
Economic Consultative Forum
(NECF) in 1997 and the
Tripartite Negotiating Forum
(TNF) in 1998 as platforms for
stakeholder participation in
economic
decision-making.
Withdrawal of development
partners beginning 1999.
The key drivers were agitated
and
better-organised
civil
society groups such as the
Zimbabwe Congress of Trade
Unions (ZCTU), the war
veterans,
the
National
Constitutional
Assembly
(NCA) launched in 1997,
landless peasants and the
emergence
of
a
strong
opposition
party,
the
Movement for Democratic
Change (MDC) launched in
September 1999.
Millennium Deep Land
redistribution,
the
Crisis Period – adoption
of
politically
2000-2003
expedient policies, strongly
anti-market
and
‘imperial’
sentiments.
Adoption of the Millennium
Economic
Recovery
Programme (MERP) and the
National Economic Revival
Programme (NERP) – though
not implemented. Appointment
of some technically-oriented
Ministers to key economic

sufficiency to deficiency.
Increased poverty from
afflicting
40.4%
of
households in 1990/91 to
63.3% by 1995/96.

Real economic growth
slumped from 9.7% in
1996 to –3.6% by 1999
(average real growth of –
0.7% during 1997-1999).
Budget deficit peaked at
23.7% of GDP in 2000
due
to
unbudgeted
expenditures.

Real GDP growth further
declined by an average of
6.2% and a cumulative
24.8% during the period.
Second
Poverty
Assessment Study Survey
(PASS) of 2002 found
80% of Zimbabweans to
be poor, up from the first
PASS level of 74% in
1995. Annual average
inflation reaches 365%,
up from 58.5% in 1999.
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Ministries (Simba Makoni Finance, Nkosana Moyo –
Industry & Trade, and Joseph
Made - Agriculture), but to no
avail. The key drivers were the
competing political parties
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(ZANU PF and MDC), civil
society groups such as the
ZCTU, NCA, CFU, CZI,
ZNCC
and
Employers’
Confederation of Zimbabwe
(EMCOZ).
Deep Crisis and Appointment of a combative
False Hope of Governor of the Reserve Bank
Recovery Period – of Zimbabwe (RBZ) Dr.
2004-2007
Gideon Gono in December
2003, sharpened contradictions
between pro-market and antimarket positions in government
and the ruling party.
Adoption of the National
Economic
Development
Priority Programme (NEDPP).

Real
GDP
growth
averaged -4.1% during
2004-2005
and
is
projected to fall by at
least 3.5% in 2006.
The budget deficit, which
had almost balanced at
0.3% of GDP in 2003,
peaked at 24.9% of GDP
in
2005
due
to
unbudgeted
for
expenditures,
fiscal
indiscipline and droughtinduced import of grain.

Source: Own categorisation and characterisation.
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ECONOMIC GROWTH

The Structure of the Zimbabwean Economy
Having discussed the background of the inherited Zimbabwean economy, it
Page | 8 is now important to review its changes after the colonial rule. The analysis
begins by defining an economy and how its performance is measured. It
will finally analyse how it has been managed since 1980.
Definition: Economic Systems
There are three types of economic systems. These systems are used
by a country to organize the production, allocation and distribution
of goods and services. These are: the mixed economy, the market
economy and the command economy. Zimbabwe’s economy is a mixed
economy: goods and services are produced, allocated and distributed
using the market, but with government intervention.

There are basically three main economic sectors in Zimbabwe. These are the
primary, secondary and tertiary sectors. The sector that contributes the most to the
economy is the primary sector. The country relies on agricultural output. This is
why Zimbabwe is said to have an agrarian economy. The three sectors have been
reviewed below:
Primary Sector
This includes agriculture, forestry, mining and fishing. The
primary sector contributes 70% of the total GDP. Agriculture alone in 2004
accounts for approximately 10.9% of GDP, 33% of foreign exchange
earnings and 19% of employment. The primary sector is Zimbabwe’s major
source of exports and hence foreign currency earnings. In the year 2004,
approximately 23% of the total labour was employed in the primary sector
(Agriculture and Mining) representing 244,340 workers. The total labour
force then was estimated at 1 067 900. Unfortunately, the sector was hard
hit by the Land Reform and Resettlement Programme introduced at the
beginning of the year 2000 (the ‘farm invasions’).
The Secondary Sector
The secondary sector includes the manufacturing or conversion of goods
produced in the primary sector into finished goods. This includes millers, bakers,
engineering and the construction industry. The Zimbabwean economy does not
have a good secondary sector and hence the need to import manufactured goods
e.g. cars, radios, agricultural machinery, petrol and electricity, which in turn
depletes the resources earned from the selling of primary products. The
8

Secondary sector (Manufacturing, Electricity, Water and Construction)
accounted for 22.5% of the total Zimbabwean workforce in 2004.

The Tertiary Sector
Page | 9 This sector includes those activities that do not produce tangible goods

directly, but provides a service e.g. banking and teaching. Most developed
economies have a strong tertiary economy that culminates from
automation and is usually heavily dependent on the service industry e.g.
consulting engineers, computer programmers, scientists, economists and
accountants. The tertiary sector accounted for 48% of the workforce in
2004, representing 509 360 workers. Civil servants form the majority of this
workforce and are not directly involved in production processes.
Measuring the Size and Structure of Zimbabwe’s Economy
The size of the economy is measured by adding up all the output from all
the sectors in the country i.e. output from the primary, secondary and
tertiary sectors. The values of all the output is what is called the Gross
Domestic Product (GDP). The structure of Zimbabwe’s economy is the
contribution of each economic sector to the final value of GDP. This can
be illustrated using a bar graph. The bar graph below shows the structure of
Zimbabwe’s economy, thus the percentage contribution of each sector to
the GDP in 2004.
Figure 1: The Percentage Contribution of each Sector to the GDP in 2004

Source: CSO National Accounts 2004
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The sector that contributes the most to Zimbabwe’s GDP is the
manufacturing sector; it contributes approximately 19.3% annually. The
second and third greatest contributors are the finance and insurance and
distribution, hotel and restaurant sectors respectively. The agricultural
industry used to be a good contributor to annual GDP but has declined
Page | 10 substantially due to the land reform programme. The structure of the
economy changes over time depending on which sectors are performing
well over that period. Hence, changes in policies that either promote or
discourage performances in each sector, will determine the overall structure
of the economy.
Information Box
Problems with Measuring and using GDP
It has been debated whether it is effective to use GDP as a measure of economic
performance. There are many technical problems that make it difficult to measure
and use GDP figures, this is because:
 GDP does not accurately account for goods and services produced at a
subsistence level. This is particularly so with the advent of the agrarian reform
programme in Zimbabwe. Women’s work is also marginalised and is not considered
to add to a country’s total output.
 GDP does not reflect whether national income is distributed equitably amongst
the population.
 It is difficult to measure goods produced in the informal economy since these
sectors do not declare their annual output and or sales figures to the Central
Statistical Office e.g. Siya-so in Mbare, and Gazaland, Western Triangle in
Highfield, Harare. This is despite the fact that the informal sector is playing a
more influential role in our economy since the majority of the labour force is
employed in the informal economy.

The Economy’s Performance

Zimbabwe’s economic performance is measured by using Gross Domestic
Product (GDP) figures. By comparing GDP over a period of time,
economic performance can be analysed.
Table 2 shows the trend in Nominal GDP between the years 1990 and
2005. Nominal GDP means the GDP figures have not been adjusted for
changes in price levels.
Table 2: Nominal GDP for the period 1990-2005
Year
1990
1995
2000
GDP at market prices
21.5
(Z$ billion)
Source: Selected Economic Indicators: CSO

62.0

361.4

2005
2,567.0

In the year 1990, Zimbabwe’s GDP was ZW$21.5 million and rose to
ZW$2,567.0 million in 2004. This reflects a nominal increase in GDP.
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Without further analysis, it can be concluded that the economy’s
performance did improve during that period, as the value of total output
had increased. However, it is important that nominal GDP is converted to
Real GDP. This means that changes in prices need to be considered or
factored in, in order to determine the economy’s true performance.
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Working Example:
If one loaf of bread was selling for $ 5000 in 1995 and now sells for $ 12000
in the year 2004, this does not mean an increase in wealth or output in real
terms, but it is referred to as a change in price levels. In this respect, the
GDP figures in Table 1 will need to be adjusted for changes in price levels
so as to reflect changes in the real GDP.
It is important therefore to take into account price changes (inflation) and
use the value of real GDP. Real GDP is calculated from nominal GDP
figures using the GDP deflator.
Calculation of Real GDP
Real GDP =

Nominal GDP
Price Level (GDP deflator)

The price level involves prices of some years being
expressed in terms of one base year. The price level is
calculated as follows:
Current year CPI value X 100
Base year CPI value

After calculating the values for real GDP, percentage changes can be
calculated and used to measure economic growth over a chosen time
period. If the percentages are increasing, the country’s output is increasing.
An increase in real output signifies economic growth. Table 3 illustrates an
example of real GDP figures and economic growth rates for Zimbabwe for
the period 1990-2005.
Table 3: Real GDP trends for the period 1990-2005
Year
1990
1995
2000

2005

Real GDP (Z$million)
Real GDP growth (%)
Real GDP per capita (% change)

21.5
22.8
22.7
15.6
7.0
0.2
-7.3
-4.4
5.9
-12.9
-1.8
-0.01
Source: Selected Economic Indicators: CSO & Reserve Bank of Zimbabwe, April 2003
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From Table 3, it is clear that the figures for real GDP are declining. This
indicates that the economy’s performance is poor as output is declining. If
the figures were increasing each year, the economy would have been said to
be growing. Comparing Table 1 and 2 reveals that an increasing nominal
GDP does not necessarily reflect an improved economic performance.
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Per Capita GDP
If the total GDP of Zimbabwe was to be divided equally amongst the
country’s population, the share allocated to each individual is referred to as
per capita GDP. It is calculated as follows:GDP
Total Population

= Per Capita (person) GDP

A higher population growth rate that is not matched by an increase in total
GDP will yield lower levels of per capita GDP. It therefore follows that if
the rate of increase in the GDP is less than the population growth rate, then
the per capita GDP will decline despite increases in GDP. As a result,
Zimbabweans can in fact be poorer despite an increase in real GDP over
the years. From Table 2, the real GDP per capita (person), has been
declining for the period 1990-2005.
A declining economy often leads to poor employment opportunities and
rising poverty levels. High or low GDP figures coupled with massive
unemployment reflects a poorly performing economy. Having concluded
that it is important for the economy to perform well, it is essential to
understand the macro-economic variables that are important to attain
growth. These are inflation, investments savings and export growth among
others.
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INFLATION
Definition: Inflation
Inflation is defined as the persistent increase in prices.
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Inflation and its Impact on the Economy
Government and citizens are always annoyed by persistent price increases.
Price increases tend to erode the purchasing power of consumers and
reduce investor confidence. Inflation is measured by calculating the
changes in the Consumer Price Index (CPI).
Figure 2 shows the trend in CPI for Zimbabwe for a period between 1995
and 2007.
Figure 2: CPI inflation for the period 1995- 2007

Source: CSO

From the graph, the CPI curve is clearly stepping upwards. This indicates
that CPI/prices are rising. From the graph, one can also tell that the rate
seems to be faster for the period between the year 2005 and 2007. This is
because the CPI curve is much steeper for this period as compared to the
other time periods. A comparison between the CPI and the rate of
economic growth suggests that price increases have not been matched by
increases in production. Therefore, prices remain inflationary, (too much
money chasing too few goods).
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Causes of Inflation in Zimbabwe
A major contributor to inflation in Zimbabwe has remained food inflation,
Page | 14 which averaged 39.4% in 1998 compared to 17.6% in 1997. Much of the

country’s inflation has been driven by cost-push factors associated with the
devaluation of the local currency such depicted in Table 4.
Table 4: Major Causes of Inflation in Zimbabwe
Major Demand-Pull Factors
Major Cost-Push Factors
1. Excessive
money
supply
1. Fuel prices.
growth.
2. ZESA tariffs.
2. Bank financed fiscal deficit.
3. Wage increases.
3. Quasi-fiscal operations of the
4. Coal prices.
Reserve Bank,
5. Rates and rents.
4. Fiscal indiscipline,
6. Sharp
exchange
rate
5. Drought,
depreciation.
7. Ad hoc service charges.
8. Cost of money.
9. Logistical rigidities-NRZ.
10. Irrigation capacity.
11. Distribution Channels.
Source: RBZ Monetary Policy, Jan 2005 & 2006
It is apparent therefore that inflation adversely reduces workers’ disposable
income. Rising prices erode workers’ real wages if nominal wage increases
do not factor in inflation. The reduction in money’s buying power has been
most dramatic on workers’ pensions and savings.
Inflation also erodes other incomes such as profit and rent that are
necessary to reward factors of production (capital and land respectively).
Inflation discourages investment and savings, hence impacting negatively
on economic growth. High inflation has not only fostered the high cost of
borrowing, but also generated uncertainty over the country’s economic
prospects. This has contributed to the instability of the exchange rate and
the prevailing low business confidence.
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SAVINGS & INVESTMENT

Savings are mainly generated from the public. These are made in the form
of medium-long term bank deposits. Deposits are then lent out to the
private sector and to government for investment purposes. Domestic
Page | 15 savings are therefore very important in promoting higher levels of
investment. It is necessary for the central bank and the government to
promote a stable financial and economic environment, which promotes
savings. For example, the rate of inflation should be significantly low, so as
not to discourage savings, whilst interest rates should be positive (i.e.
higher than the rate of inflation) to encourage people to save more money,
i.e. there should be a reasonable rate of return to money saved.

Definition: Investment
It is the procurement of goods and services for future use. Investment
expenditure is usually on stocks, capital goods (e.g. machinery) and on
residential investments (e.g. on housing and buildings). In most instances
this type of investment is most desirable as it indicates how much
confidence investors have in our economy. It also leads to long-term
economic growth. It is important to analyse why countries value
investment, both domestic and foreign. This can be done through listing
the possible advantages and disadvantages of investment.

Advantages of Investment
 Investment is expected to lead to economic growth as a result of
increased provision of goods and services;
 Investment is expected to create employment;
 Investment can lead to growth and development, i.e. investing in
technological goods;
 Investment can improve the standard of living of the people through
increased incomes from better (increased) employment and through the
improved provision of goods and services;
 Investment can generate foreign currency injections (from foreign
partners or investors); and,
 Can also improve the infrastructure of the country.
Disadvantages of Investment
 Investment in stocks and financial assets does not promote real growth,
development and employment. Unfortunately, this is the most common
type of investment that investors opt for because of its higher immediate
returns;
15

 Foreign investment often compromises workers’ working conditions. If
investment becomes more capital intensive, it might end up replacing
labour/employment (creation); and,
 Foreign investment can kill local investment that is important for
improving living standards for the local people.
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Neo-liberal policies are believed to encourage foreign capital inflows
(Foreign Direct Investment). The increase in foreign investment is expected
to compliment domestic savings; lead to higher levels of investment and
consequently result in increased economic growth. Table 5 traces the levels
of savings and investment in Zimbabwe between 1990 and 2005.
Table 5: Savings and Investment as a % of GDP
Year
Savings
Investment

1990
15.7%
18.2%

1995
20.6%
24.4%

2000
11.7%
10.3%

2005
4.8%
10.3%

Source: Selected Economic Indicators, the Reserve Bank of Zimbabwe

Figure 3: Savings and Investment as a Percentage of GDP

Source: Selected Economic Indicators, the Reserve Bank of Zimbabwe

In any one given year, in order to sustain current consumption levels,
investment (and savings) must equal or exceed 25% of the Gross Domestic
Product. However, we have not been able to meet this target and hence our
production levels have continued to decline. In essence, economic reforms
have not resulted in increased investment. The end result has been the
failure to stimulate economic growth and development.
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THE EXTERNAL SECTOR (TRADE)

To promote domestic growth and development, it is vital to have a strong
external sector.
Page | 17
Definition: Trade
The exchange of goods and services across international boarders.

Balance of Payments
A country’s balance of payments account records all the inflows of money
between the residents of that country and the world. Money flowing into
the country is considered as receipts and is credited in the balance of
payments accounts, whilst all monies flowing out, are debited. There are
two main parts in a balance of payment account; the current account and
the capital account.
a) The Current Account
The current account records all the imports and exports of a country
including incomes from property or investment flowing into or out of the
country. Exports and incomes flowing into Zimbabwe from foreign
investment are recorded as credits as they increase incomes. Imports and
incomes flowing outside the country (reward to foreign investors) are
recorded as debits.
Exports
Goods and services sold to other countries are termed exports. The
government can foster economic growth by creating conditions that are
conducive for local companies to export local goods and services. When
this happens, local companies are in a position to secure foreign exchange
and hence be able to source foreign goods that are not available locally e.g.
fuel.
The Foreign Exchange Parallel Market and Its Effect on Exports.
Most exporting companies in Zimbabwe are heavily dependent on imports
e.g. tobacco farmers need chemicals, mining companies need specialized
imported machinery and spares.
In recent years, our main exports have been derived from tobacco and
mineral ores. The land reform programme implemented during the year
17

2000-2002 negatively affected the levels of tobacco and mineral ore
production, resulting in diminished foreign exchange inflows. This resulted
in massive foreign exchange shortages and the emergence of the parallel
market. By the end of the year 2007, the rate of exchange for export
proceeds was officially pegged at ZW$ 30,000.00 to 1 US$. In reality
Page | 18 however, exporters were paying for their inputs at a conversion rate of
ZW$4,2million to 1 US$. It therefore meant that exporters were incurring
losses from buying foreign exchange at the parallel market price of
ZW$4.2million to 1 US$ for their imported inputs and at the same time,
receiving only ZW$ 30,000.00 to 1 US$ when they sold their goods out of
the country.
Government’s desire to increase exports has been evidenced by the
introduction of preferential exchange rate system for exporters and
increased foreign currency retention levels. Ideally, this measure was
expected to lead to an improvement in exports and hence economic
growth.
Imports
These are goods and services produced out of Zimbabwe and purchased by
Zimbabweans. Imports generally tend to replace goods that are normally
produced in Zimbabwe and hence threaten local employment levels.
Companies facing foreign competition often appeal to the government for
protection. The government, in turn will impose heavy tariffs (tariffs are
often in the form of duty and tax rates on imported goods) on the imported
product thereby making it expensive to import these goods and services.
However, tariffs can also be used to encourage the importation of goods
and services that are used as inputs into the production process. This is
done by lowering tariffs i.e. through charging low import tax rates or duty
paid on imported commodities.
Nonetheless, because imports deplete our foreign currency reserves,
government, in order to enhance economic growth, will always try and
ensure that exports exceed imports. This means that there is more money
flowing into the country than that flowing out and Zimbabwe is therefore
getting richer. Where exports exceed imports, this is referred to as a trade
surplus. A trade deficit is where the value of imports exceeds the value of
exports. Trade deficits cause the economy to decline and are therefore not
favourable.
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Figure 4: The contrast between exports and imports trends for the period
1995-2006.
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Source: Selected Economic Indicators, the Reserve Bank of Zimbabwe

For example, the graph shows that Zimbabwe had a trade surplus in 1999
and 2000 but carried trade deficit for the period under review. A trade
deficit will also exacerbate the problem of poor economic performance and
unemployment. A trade deficit is reflected in the national accounts as a
balance of payments deficit.
b) The Capital Account
This account is also referred to as the transactions in external assets and
liabilities. It records the cross border changing of shares, property (physical
assets), bank deposits, loans and government securities. The difference
between the capital account and the current account is that, the former is
only concerned with incomes earned abroad, whilst the latter is concerned
with the buying and selling of assets.
What are the examples of entries made in the capital account?
 Direct investment- if Zimbabwe invests or buys assets in other
countries, this is recorded as an outflow of money (however, the
profit made on this investment is recorded in the current account as
an inflow of income). If other countries invest in Zimbabwe, this is
recorded as an inflow, (profits on these investments leaving the
country are recorded as outflows in the current account).
 Portfolio investment- this records the buying and selling of shares or
‘paper assets’. If Zimbabwe buys shares in foreign companies, the
transaction is recorded as an outflow of income.
19

Table 6 shows the current and capital account balances for Zimbabwe, for
the period 1995-2005.
Table 6: Zimbabwe’s current and capital account balances in US$ for the
period 1995-2005
Page | 20
Year
Current
Account
Balance
Capital
Account
Balance

1995 1996 1997 1998 1999 2000 2001 2002

2003 2004 2005

-368

-180

-827

-354

29

-135

-87

-217

-346

-417 -528

480

87

-64

74

189

-315

-403

-233

-221

-244 -82

Source: Selected Economic Indicators from the RBZ and Min of Econ Dev Publication

The current account has not been performing well, mainly because of the
decline in exports, whilst imports remain greater than exports. The capital
account balance declined from US$480 million in 1995 to –US$82 million
in 2005. The deficit from the current account has resulted in an overall
balance
of
payments
deficit.
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EMPLOYMENT

Employment remains one of many important measures to ensure that
people receive a share in the national wealth. The type of employment and
wages determines the extent to which these standards are commendable.
Page | 21 Clearly, formal employment plays a crucial role in poverty reduction.
Disappointingly, the relationship between employment and GDP in
Zimbabwe has over the years been insignificant. Any increases in real GDP
were not associated with substantial increases in employment.
Which sectors employ most workers?
Only 998 000 employees of the country’s population works in the formal
sector. The majority of the population is found in the communal areas and
in the informal economy. Unfortunately, these two sectors are largely
ignored in terms of economic and social policy (see illustration below).

Formal
Sector
*male
dominated
sector

Developmental policies
Monetary & fiscal policies
Wage & employment policies
External & Internal policies
Savings & Investment policies

*focus of all
*economic
&
Income
developme
nt policies
998,000

Informal
economy

Communal Sector

this is a woman
dominated sector

*women dominate this sector
*sector totally ignored
8.4 million

million

1.9

The illustration shows the three sub-sectors in Zimbabwe’s employment
Total population
economy. These are the formal, informal and communal sectors.
The Formal Sector
The majority of workers employed in the formal sector are found in the
agricultural sector. This sector is also the major employer of female labour,
(32% of the employees in the agricultural sector are female). This reveals
that the agricultural sector remains a strong source of income not only for
the whole working population, but also for women workers. Unfortunately,
this is the sector with the least paid employees.
The land reform exercise has also worsened the plight of agricultural
workers. Prior to the land reform programme, the situation of farm workers
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was improving. The trade union had worked relentlessly for the
improvement in working and living conditions. Many employees were
displaced under the exercise. Just before the fast-track land reform
programme, the agricultural sector employed an estimated 320,000-350,000
workers on commercial farms. Adding their dependents, the total number
Page | 22 of people dwelling on farms was estimated at between 1.8 and 2 million
(nearly 20% of country’s population).
A study by the farm Community Trust of Zimbabwe (FCTZ) (March 2003)
revealed that the programme disrupted 90% of white-owned commercial
farms and 70% of the farm workers. By the beginning of 2003, it was
estimated that only 100,000 farm workers were still employed and only
25% of the displaced farm workers were compensated by the end of 2002.
Other sectors accounting for a significant number of employees include the
manufacturing and mining sectors. The services sector has grown over the
past five years, especially the financial sector. Nonetheless, due to the
current economic hardships being faced by the country, employment
growth rates in the major economic sectors have been tremendously
reduced, with negative figures.
In order to analyse the impact of formal sector employment in Zimbabwe
an investigation of the total percentage of the population employed in this,
collectively with the trend in wages is imperative. Table 7 shows the trends
in minimum wages for the period 2004-2007 (these are the end of year
figures).
Table 7: Trends in Minimum Wages, 2004-December 2007
Year
Inflation (Year on Year)
(%)
Average Minimum Wage
(Z$)

2004

2005

2006

Dec 2007

132.70

585.8

1,281.10

66,212.3

800,000.00

2,466,000.00

7,028.70

48205.6

57,000.00
665,774.1
0

CSO PDL (Z$)

11,382
1,702,627.0
1

5,116
17,263,940.5
5

8.56
344,256.0
0

240.1
28,000,000.0
0
441,490,118.
5

CSO FPL (Z$)

610,773.50

6,792,421.35

94,125.00

46.99
130.98

14.28
36.31

16.56
60.56

All items CPI (2001=100)
Avg. Min. Real Wage
(2001,Z$)

Minimum wage/PDL (%)
Minimum wage/FDL (%)

6.34
420,124,452.
2
138,568,937.
2
6.66

Source: Calculated from CSO statistics
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If the trend in the CPI (Consumer Price Index) is increasing, this indicates
that prices are rising. The increase in prices should be matched with
increases in wages. The real wage of the employee should increase and not
decrease if living standards are to improve. Another method to dictate the
real trend in wages is to analyse whether wages are in line with the changes
Page | 23 in the Poverty Datum Line. The PDL remains the weighting average that
indicates the minimum income required by a household to meet its basic
living needs. Wages set below the PDL mean that workers are earning
incomes that do not cover their basic human requirements to survive. Table
7 reveals that workers in Zimbabwe at the end of December 2007 earned a
wage that was only 25% of the PDL!
The Informal and Communal Sectors
16% and 72% of the population is ‘employed’ in the informal economy and
communal sectors respectively. Unfortunately, both sectors are almost
totally ignored, with most socio-economic policies being geared towards
the formal sector, (a sector that employs only 11% of the total population).
Employment and developmental policies should be aimed at the informal
economy and communal sector if the government wants to attain real
improvements in the living standards of the people of Zimbabwe.
Unemployment: Contestable Data
Unemployment is one of the most formidable problems facing our economy. One
major problem for policy makers is the absence of a comprehensive and reliable
data base on unemployment in Zimbabwe. Labour force surveys are not
undertaken on a regular basis. When these are undertaken, the methodologies
and types of data collected are so different that they defy comparative
analysis.
Unemployment in Zimbabwe is very high. Available data suggests that of all the
unemployed, above 80% are within the 15-24 age group. Figures on the rate of
unemployment differ from source to source. Even different government sources
quote different figures, making it very difficult to ascertain the actual levels of
unemployment. The Central Statistical Office estimated unemployment at 11.6 in
2004. These levels of unemployment are contestable. The Central Statistical
Office concedes that its latest estimates are very low, suggesting this could
have arisen from the following factors:
(i) The good rains recorded during 1994 imply a higher proportion of the
economically active population was occupied, thus resulting in a lower rate of
unemployment. The international definition of unemployment, which says one is
employed if s/he works for at least an hour during the reference period inflates
the employment situation, thereby under-estimating unemployment;

23

(ii) The definition used is such that a person who worked at least a part of the
reference period (one week) is considered employed, thus inflating the figures
on employment; and

Page | 24 (iii) Discouraged job seekers, who have not been looking for a job in the last 7

days are not included in the figures on unemployment. The discouraged job
seekers should have increased with the introduction of economic reforms, which
resulted in massive retrenchments.

These official figures tend to grossly under-estimate the unemployment
situation in the country, given the developments in the economy, especially
during the period 1997 to 2007. Worse still, the problem of
underemployment is very serious in the economy, and there are no
statistics reflecting this
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THE NATIONAL BUDGET

Definition: National Budget
It is the procurement of goods and services for future use by a
country. Investment expenditure is usually on stocks, capital goods
(e.g. National Budget is a national policy document that shows
government revenues and its intended expenditures. The national
budget is used to implement growth and development policies
according to outlined national priorities.)
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The Drafting of a National Budget in Zimbabwe
Inflows into the national budget are from tax revenues whilst its outflows
are expenditures by government on public goods, services and expenditures
by line ministries in priority areas, such as health, education, trade, finance,
commerce and defence. The National Budget is drafted between February
and October each year. The following table summarises the activities
undertaken during this period:
Table 8: Budget Preparation Schedule
Key Player

Key Role

Period/Month

3.
4.

Ministry of Finance
Cabinet and Ministry of Finance

5.

Ministry of Finance and the
National Economic Planning
Commission
Public Sector Expenditure
Public
sector
expenditure/Ministry
of
Finance
Ministry of Finance

Stakeholders hold their pre-budget
discussions
Review the forecast for revenue and
expenditures
Develop the budget framework
Analyses presentation on the budget
framework by the Ministry of Finance
Call Circulars

Feb - April

2.

All
stakeholders
(gvt,labour,business)
Ministry of Finance

Ministries prepare and submit bids
Budget allocations to ministries

June -Sept
Sept-Oct

Preparations and consolidation of
budget estimates
Printing of budget estimates and
presentation by Ministry of Finance

October

Stage
1.

6.
7.
8.
9.

Treasury

April
April to May
April to May
April to May

October

Stage 1
Stakeholders give their inputs into the national budget to the Ministry of
Finance. The Ministry of Finance has been seriously criticised for failing to
incorporate non-state stakeholders’ contributions into the national budget.
The formulation process itself has been deeply flawed.
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Stage 2 & 3
The Ministry of Finance develops a budget framework. This framework
should reflect what the Ministry is estimating will be the total value of
revenue collected and what it will be used for. The budget framework also
goes further to determine the outcomes associated with the various levels of
Page | 26 revenue and expenditure.
Stage 4 & 5
The budget framework is presented to the Cabinet for any changes and
approval. After the cabinet approves the framework, the Ministry of
Finance gives each ministry a copy of the budget framework as a guide for
them to prepare their own bids.
Stage 6
Ministries prepare their bids. The bids should show the budget allocation
that the line ministry needs in order to meet its ministerial objectives. The
bids are presented to the Ministry of Finance between June and September.
Stage 7 & 8
The Ministry of Finance makes the final budget allocations to line
ministries. These allocations should be made according to resources
available and the objectives of each ministry against the overall national
objectives. The Ministry then consolidates all the budget allocations for all
ministries into one national budget.
Stage 9
The budget is sent for printing and should be
presented on the last week of October by the
Ministry of Finance to parliament in public
(i.e. through national broadcast: radio and
television).

The Main Objectives of the National Budget
The key objectives of national policies implemented through the national
budgets are stabilisation and economic growth. The budget aids the
government to respond proactively to dealing with business and economic
cycles and in addressing socio-economic problems such as recession,
unemployment, inflation and welfare. Fiscal policy (government
expenditure) executed through the institution of the National Treasury,
deliberate government taxation and expenditure programmes allows public
policy to respond to concerns of society on issues that directly impinge on
welfare such as inflation, incomes, employment, investment, economic
growth and development.
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The various uses of public funds in Zimbabwe are on common public
services that are essential for the orderly function of a modern society such
as, in the case of Zimbabwe:
 Public health and education
 Defence
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 Security
 Environmental control
 Housing
 Posts and telecommunication
 Public transport and
 Welfare support for the poor.
Has the Zimbabwean National Budget achieved its objectives?
Recent national budgets have been drafted against a multiplicity of
problems bedevilling the economy. Despite the crucial role that the budget
should play (stabilisation and growth), national budgets remain a shortterm instrument for the realization of development objectives. The national
budget seems to continually miss targets, especially on stabilising macroeconomic variables. The country is faced by many problems: high inflation,
negative interest rates, low investment, negative growth, high
unemployment, low foreign currency earnings, rising debt, social costs to
adjustments and the HIV/AIDS pandemic.
Past budgets have failed to encourage economic growth and development.
They remain gender blind, with social sectors suffering the most from cuts
in real monetary allocations. Fiscal indiscipline continues to rise, resulting
in colossal domestic and foreign debts. The country continues to incur a
large budget deficit each year, despite the fact that the primary objective of
setting a national budget is to eliminate unplanned for expenditures. Each
year, the Ministry of Finance continues to formulate supplementary
budgets. Expenditures in supplementary budgets often outweigh planned
expenditures and have worsened budget deficits. This has shown lack of
good planning, formulation, implementation, monitoring and evaluation
processes of the national budget. Stakeholders concerned should play a
participatory role in the formulation and implementation of the national
budget.
The Role Played by the ZCTU in the National Budget
The ZCTU is one of the most crucial stakeholders in the Zimbabwean
National Budget. Workers’ welfare is impacted directly through policies
implemented in the national budget each year.
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The ZCTU actively contributes to the national budget each year. For the
trade union’s contribution to the 2003 national budget, wide consultations
were made with its members. The union has a total of six regions
countrywide and a series of workshops were held in each region. These
workshops facilitated the collection of inputs necessary to draw up its
Page | 28 perspectives and expectations from the budget. The workshops proved
fruitful and produced impressive results. Below is a summary of inputs
made by the union that were included in the 2003 national budget:
 Increased budget allocations to developmental line ministries e.g. the
Ministry of Health and the Ministry of Education.
 The Ministry of Health should be given a higher budget allocation
for the procurement of medical drugs including anti-retroviral drugs
for the HIV/AIDS pandemic
 Reducing taxation on earned incomes (on wages and salaries).
 Low taxation on pensions and retrenchment packages.
These were a few successes attained through the national budget. The 2003
national budget contained some measures that would provide some relief
for workers and businesses. Nonetheless, it failed to address the main
problems facing the economy, namely macro-economic stabilization and
recovery.
Conclusion
The trade union should continue to actively participate in the national
budgetary processes each year. It is this participation that can enable the
trade union to fully take part in national policies that affect all macroeconomic variables covered in this sector: economic growth, employment,
inflation, interest rates, trade and poverty alleviation. The trade union is
faced with ever increasing challenges that meet its members. It should have
the power and knowledge to influence national policies that impact on the
living standards of workers.
The Way Forward
a) Rethinking Structural Adjustment
It has been shown that the failure of ESAP was not only associated with
faulty implementation, there were also serious problems of design.
Interestingly Zimbabwe was involved in the SAPRI (Structural Adjustment
Programme Review Initiative), exercise, whose mandate was to review the
experiences of ESAP and come up with alternatives.
It is therefore important that Zimbabwe comes up with a development
strategy that is nationally owned. Since SAPRI already carried out a
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national review of ESAP and developed alternatives, it will be useful to use
the outcomes of the exercise in charting the way forward.

b) Creating Macroeconomic Stability
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The Zimbabwean economy is in crisis. With inflation levels continuing to
soar, and negative interest rates, declining growth rates and deteriorating
living standards, the macroeconomic environment is indeed destabilising.
Two factors have largely been responsible for inflation in recent years,
namely, exchange rate depreciation and excessive borrowing to finance the
budget deficit.
The only effective way of stabilising the Zimbabwean dollar is by
encouraging exports. Fixing the exchange rate is not a sustainable solution.
On the other hand, government has to be committed to fiscal discipline to
reign in on runaway expenditures and desist from unplanned expenditures.
Public enterprise reforms need to be expedited and a transparent and
stakeholder-driven privatisation process should be put in place in order to
deal with the problems of parastatals, which have drained the fiscus.
c) Infrastructural Development
Infrastructural development is a prerequisite for competitiveness. There is
need for reliable, fast and cost effective transport corridors to the main
harbours in neighbouring countries. The availability of electricity at
competitive prices, availability of water, good communication and efficient
transport networks is essential.
d) Stakeholder participation
It remains important for stakeholders to actively participate in the
formulation of national social and economic policy. The government
should encourage all relevant stakeholders to contribute to the formulation
and implementation process of national policies. Alternative polices should
mainstream gender issues and cater for the requirements of the
disadvantaged groups.
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GLOBALISATION

Introduction
What is Globalisation?
Page | 30 Globalisation in literal sense is the process of globalising, transformation of

some things or phenomena into global ones. It can be described as a
process by which the people of the world are unified into a single society
and functioning together. This process is a combination of economic,
technological, socio-cultural and political forces. Globalisation, as a term,
is very often used to refer to economic globalisation that is integration of
national economies into the international economy through trade, foreign
direct investment, capital flows, migration, and spread of technology
Following the collapse of communism, globalisation is largely presented as
a fait accompli, (something that cannot be avoided). It has been notably
debated that, developing countries do not have much room to manoeuvre
and should therefore integrate themselves into the global economy.
Globalisation derives its benefits from a simple assumption that economic
integration will result in improved economic performance. As countries
reduce their protective barriers to trade (refer to notes on the external sector
(trade) on page 16) and open their economies to international capital
inflows, growth will follow, and in the process poverty is reduced as the
standard of living improves for all. Indeed, this assumption is not new,
hence the counterargument that globalisation is not a new phenomenon.
Although globalisation is not a new phenomenon, the intensity and quality
of the process distinguishes the current state of globalisation from earlier
ones. New technologies have greatly reduced the cost of transport,
telecommunication and other related costs of business, thereby facilitating
global transactions.
The distinctive new features of globalisation are:
a) new markets – foreign exchange and capital markets are now
integrated and work around the clock;
b) new tools – internet connections, cellular phones and media
networks;
c) new actors – the WTO has authority over governments, and
multinational corporations which are more powerful than states
e.t.c;
d) new rules – multilateral agreements on trade, services and
intellectual property rights, with strong enforcement mechanisms
and more binding for governments therefore reducing the space for
national policy.
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What are the supporters of globalisation saying?
The main supporters of globalisation are those that think
they stand to benefit most from the globalisation process.
The major supporters of globalisation are: the corporate business
community, transnational companies, international financial institutions,
Page | 31 right wing institutions such as the US Treasury, the University of Chicago
and Western governments. They argue that globalisation will result in
economic growth and therefore an increase in world prosperity. They also
add that it is not feasible to avoid technological and economic
advancement, hence it would be detrimental for a country not to embrace
the phenomenon.
Supporters of free trade claim that it increases economic prosperity as well
as opportunity, especially among developing nations, enhances civil
liberties and leads to a more efficient allocation of resources. Economic
theories of comparative advantage suggest that free trade leads to a more
efficient allocation of resources, with all countries involved in the trade
benefiting. In general, this leads to lower prices, more employment, higher
output and a higher standard of living for those in developing countries
What are the opponents of globalisation saying?
The opponents of globalisation are mainly those that are
against the expansion of capital at the cost of labour and
better living standards. The major opponents are: popular
civil society groups, non-state actors, community based
organisations, trade unions, consumer associations, environmental
organisations, women’s organisations and indigenous groups. However, it
is imperative to point out that some of these groups may in different
countries actually support globalisation, depending on how they view its
impact on themselves. The opponents of globalisation have viewed it as a
phenomenon that continues to push for the implementation of neo-liberal
policies. Neo-liberal (market driven) policies have often been characterised
by declining living standards and working conditions, hence their
unpopularity with social groups. The economies of developing countries
have continued to stumble under the implementation of neo-liberal
policies.
Critiques of the current wave of economic globalization typically look at
both the damage to the planet, in terms of the perceived unsustainable
harm done to the biosphere, as well as the perceived human costs, such as
increased poverty, inequality, miscegenation, injustice and the erosion of
traditional culture which, the critics contend, all occur as a result of the
economic transformations related to globalization. They point to a
"multitude of interconnected fatal consequences--social disintegration, a
breakdown of democracy, more rapid and extensive deterioration of the
environment, the spread of new diseases, increasing poverty and
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alienation," which they claim are the unintended but very real
consequences of globalization.
Who are the drivers of the globalisation process?
'Drivers of the globalisation process' refers to those institutions that are
Page | 32 most advocating for globalisation and creating the necessary policy
framework that supports the process. The WTO remains the major
international institution driving the globalisation process. Other parties that
stand to benefit from globalisation are also defined as drivers of the
globalisation process, such as the Transnational Corporations, the World
Bank (WB) and the International Monetary Fund (IMF).
The grouping of the financial institutions (the WB and IMF), the United
States Treasury, the WTO, the European Union, the Japanese government
and other elite clubs form the Washington Consensus. The main agenda of
the Washington Consensus is to maintain overall pressure to apply neoliberal policies. They have been driving the globalisation process. As a
result of internal disputes and external pressure, (opposition to
globalisation by activists), the grouping has reconvened as the PostWashington Consensus. This ‘new’ consensus still seeks to push forward
neo-liberal policies, but now advocates for sustainable development and
creating social safety nets to address the negative impact of neo-liberal
policies.
It is necessary to realise that some governments are also drivers of
globalisation.
Governments in industrialised countries have given
transnational corporations massive support in order for these companies to
invest in other countries, whilst governments in developing countries have
created policy frameworks that promote the expansion and the free
movement of this capital in their respective countries.
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GLOBALISATION POLICIES

This part of the manual reviews the policies that are recommended by
international financial institutions and international trade organisations for
implementation by countries that are to be integrated into the global
Page | 33 economic system. The notes review the national policies and trade policies
being implemented in both developed and developing countries to push the
agenda of globalisation.
National Policies
Globalisation promotes market liberalisation. This is often referred to as
neo-liberalism. Market liberalisation advocates for the opening up of
economies and allowing the market forces of demand and supply to
determine the production, distribution and allocation of goods and services.
Market theory advocates that, for the market to guarantee effective
production, distribution and allocation of commodities, distortions created
by government’s regulations and interventions should be reduced.
Market liberalisation is generally characterised by the implementation of
neo-liberal policies such as privatisation, market deregulation, reduction of
government expenditure, increases in foreign direct investment, trade and
financial liberalisation.
Privatisation
Definition: Privatisation
The sale, sub-contracting or outsourcing of government assets to
private individuals or companies.
The main objectives of privatisation are: to liberalise the economy
 to reduce government spending
 to open up markets to foreign and domestic investment, and
 to develop a stronger private sector.
International financial institutions (the WB and IMF) have called on
governments to reduce expenditure. Parastatals are discouraged because
they are seen as inefficient and ‘costly’ to maintain. Therefore,
governments are being encouraged to sell parastatals to reduce expenditure
while simultaneously promoting private investment. Privatisation has
meant the introduction of user fees for social goods and services. Now
people have to pay relatively more for education, health, accommodation,
water and electricity.
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Deregulation
Government deregulation refers to policies implemented to reduce the role
of government in the production, distribution and allocation of goods and
services. Governments are urged to remove market distortions such as:
price controls, subsidies, the removal of laws that are prohibitive to foreign
Page | 34 investment (for example high labour standards), the reduction of taxation
on profits and investment. Market deregulation supports the use of markets
to determine the production and distribution of commodities. Markets are
assumed to be the most efficient way to distribute commodities with low
costs. This is assumed to generate higher profits that can be used for
reinvestment and employment creation.
International Policies
Since globalisation involves the integration of economies into one ‘global
village’, trade liberalisation plays a very important role in the globalisation
process. Trade liberalisation is defined as the reduction in the incidence of
protection for the domestic market. It is also being driven by many bilateral
and multilateral trade agreements.
Definition: Bilateral and Multilateral Trade Agreements
Bilateral trade agreements are trade agreements signed between two
countries, while multilateral trade agreements are signed amongst many
countries.

Many of these bilateral and multilateral trade agreements are governed
under the rules of the World Trade Organisation (WTO).
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THE WORLD TRADE ORGANISATION (WTO)

The WTO was created in 1995. By September 2001, the WTO had 144
member states with 28 countries aspiring to join. The WTO is the successor
Page | 35 to the General Agreement in Trade and Tariffs, (GATT). Before the WTO,
the rules of trade were set under GATT. GATT was established in 1948 to
set trading rules mainly for the movement of goods. However,
transnational corporations grew increasingly disgruntled about the slow
pace and inability of GATT to fully liberalise trade in goods and services,
hence the 1994 Uruguay round that led to the creation of a more aggressive
institution (the WTO) that would guarantee more progress in the market
liberalisation process.
Role of the WTO

Administering the
implementation of signed
trade agreements

Dispute settlement

Providing a forum in which
further negotiations can be
conducted

Reviewing progress made by
countries in liberalising trade

member

Additionally, it is the WTO's duty to review the national trade policies, and
to ensure the coherence and transparency of trade policies through
surveillance in global economic policy-making. Another priority of the
WTO is the assistance of developing, least-developed and low-income
countries in transition to adjust to WTO rules and disciplines through
technical cooperation and training. The WTO is also a centre of economic
research and analysis: regular assessments of the global trade picture in its
annual publications and research reports on specific topics are produced by
the organization.
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I. Trading Rules
The WTO sets the framework for trading relations amongst its
member states. The institution is also responsible for monitoring the
implementation of signed concessions. Members are expected to
conform to the set rules. In the event of member countries violating
these trading rules, the WTO acts as judge and jury.
Principles of the trading system
The WTO establishes a framework for trade policies; it does not define or
specify outcomes. That is, it is concerned with setting the rules of the trade
policy games. Five principles are of particular importance in understanding
both the pre-1994 GATT and the WTO:
1. Nondiscrimination: It has two major components: the most
favoured nation (MFN) rule, and the national treatment policy. Both
are embedded in the main WTO rules on goods, services, and
intellectual property, but their precise scope and nature differ across
these areas. The MFN rule requires that a WTO member must apply
the same conditions on all trade with other WTO members, i. e. a
WTO member has to grant the most favorable conditions under
which it allows trade in a certain product type to all other WTO
members.
2. Reciprocity: It reflects both a desire to limit the scope of free-riding
that may arise because of the MFN rule, and a desire to obtain better
access to foreign markets. A related point is that for a nation to
negotiate, it is necessary that the gain from doing so be greater than
the gain available from unilateral liberalization; reciprocal
concessions intend to ensure that such gains will materialize.
3. Binding and enforceable commitments: The tariff commitments
made by WTO members in a multilateral trade negotiation and on
accession are enumerated in a schedule (list) of concessions. These
schedules establish "ceiling bindings": a country can change its
bindings, but only after negotiating with its trading partners, which
could mean compensating them for loss of trade. If satisfaction is not
obtained, the complaining country may invoke the WTO dispute
settlement procedures.
4. Transparency: The WTO members are required to publish their
trade regulations, to maintain institutions allowing for the review of
administrative decisions affecting trade, to respond to requests for
information by other members, and to notify changes in trade
policies to the WTO. These internal transparency requirements are
supplemented and facilitated by periodic country-specific reports
(trade policy reviews) through the Trade Policy Review Mechanism
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(TPRM). The WTO system tries also to improve predictability and
stability, discouraging the use of quotas and other measures used to
set limits on quantities of imports.
5. Safety valves: In specific circumstances, governments are able to
restrict trade. There are three types of provisions in this direction:
articles allowing for the use of trade measures to attain noneconomical objectives; articles aimed at ensuring "fair competition";
and provisions permitting intervention in trade for economic
reasons.
II. Forum for negotiations
The WTO provides the forum for member states to negotiate trade
agreements and their implementation procedures. Agreements are
forged at WTO ministerial meetings. Ministerial meetings are held
for ministers of trade or trade representatives from all member states.
They are held mainly for negotiation purposes, but may pave way
for other non-trade related agreements between and/or amongst
member states.
III. Dispute settlement
The WTO’s dispute settlement committee is comprised of three
unelected persons. It rules over arguments between and among
member states. For example, if a member country feels that a trading
partner has violated trade concessions and has failed to resolve this
amicably, the matter can be presented before the dispute settlement
committee for judgement. Ruling by the dispute settlement
committee is enforceable because the committee has the authority to
issue sanctions against member states that do not comply with the
judgement, rules and regulations of the WTO.
IV. Reviewing country performance
The WTO has the responsibility to investigate whether member
countries are implementing procedures agreed on in negotiations.
The WTO also monitors each member’s progress in market
liberalisation i.e. whether member states are implementing neoliberal polices to support globalisation by removing tariff barriers,
promoting foreign direct investment and implementing national
policies which promote the operation of markets.
The overall role of the WTO is to promote trade and financial
liberalisation. Member countries sign concessions to reduce and/or remove
barriers to trade. This is to encourage the free movement of goods and
services across international borders. Trade liberalisation is viewed as
necessary in creating a global economy.
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Issues of concern about the WTO
a) The WTO Agenda
Opponents of globalisation have argued that, there are great risks for
developing countries when they liberalise their economies in ways that
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they are not fully prepared for. Many developing countries have
experienced financial instability and speculative attacks because of
opening up of economies and being unprepared for the resultant risks.
There are also many social and economic dislocations when countries
rush to open up their economies. Often, local firms fail to compete with
transnational corporations or imports and end up closing down.
Of great concern is that trade agreements seem to be about more than
just trade, i.e. governments sign agreements that affect more than just
the trading sector. For example, the WTO agenda on investment, trade
in services and on intellectual property rights has direct negative
implications on labour standards, and on the provision of social services
(e.g. health and education). Labour standards and living conditions
should not be for sale. They are values that ought to be highly
maintained in developing countries.
Information Box

Intellectual property rights
Intellectual property rights are taken as a ‘reward’ to an inventor for creating a new
commodity. For example, if a company ‘invents’ a ‘new’ medical drug, it is given
intellectual property rights (if it applies for them). This means that only this company can
produce and sell this drug. If any other company intends to produce and sell the same drug,
it has to appeal to the inventor for permission to do so, but is not authorised to sell the drug
in other countries or locally as its own product. Unfortunately, many developed countries
hold the intellectual property rights to many essential drugs (e.g. retroviral drugs for
HIV/AIDS), and developing countries cannot afford to import such expensive drugs nor can
they afford scientific research to ‘invent’ alternative drugs. This is why there is a lot of
argument against intellectual property rights especially on issues of health and food security.

b) Power Imbalances
The more powerful states and economic blocks, (United States, Canada,
the European Union and Japan) also referred to as the QUAD, often
steer negotiations and decisions in their favour. Concern has been raised
about the fact that negotiations in the WTO do not pay enough
attention to the needs of developing countries. Developing countries
have often advocated that negotiations should also focus on developed
countries removing subsidies on agricultural commodities and exports.
Tariffs on primary products in developed countries continue to be high,
thus making it prohibitive for developing countries to penetrate the
markets of developed countries. On the contrary, developing countries
are urged by developed countries to liberalise their markets and
dumping has increased.
38

Many developing countries lack the adequate human and financial
resources to effectively participate in negotiation processes at WTO
meetings. This further widens the gap between developing countries and
the developed countries.
Page | 39

Definition: Dumping
Dumping is when imports flood the local market at much lower prices.
The risk of dumping is that the domestic firms may fail to compete
with the imports and end up down sizing or shutting down.

Information Box
The European Union (EU) is made of a group of countries in Europe that have
joined the regional group. As at December 2007, the EU had a membership of
27 countries:
Austria
Denmark
Belgium
Estonia
Bulgaria
Finland
Cyprus
France
Germany
Latvia
United Kingdom

Greece
Lithuania
Hungary
Luxembourg
Ireland
Malta
Italy
Netherlands
Poland
Spain
Czech Republic

Portugal
Romania
Slovakia
Slovenia
Sweden

Any decisions made and agreed upon at the WTO regarding the European Union
will affect and /or are implemented by all the countries under this regional
grouping.

c) The Voting System
The issue of transparency remains a thorny issue. Anti-globalisation
activists view the WTO as a non-transparent institution. The method of
voting is often deemed to be unfair. Voting is done by consensus rather
than vote counting, i.e. silence means consent. Many decisions are
made prior to ministerial meetings in the greenrooms, (these are private
meetings held mainly by the QUAD with other invited member states)
which exclude many developing countries that are often negatively
affected by negotiated outcomes. Many trade representatives of
developing countries have told of ‘blackmail’ tactics used by developed
countries to win votes from developing countries. Developing countries
are threatened with withdrawal of aid, grants and loans if they do not
support decisions made by the stronger states.
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Developing countries are advocating that the voting method (vote counting), be used
instead of using the consensus method. This is expected to increase transparency in
d) WTO
Dispute
Settlementprocess and may reduce the use of ‘blackmail’ tactics used
the
decision-making
byOne
stronger
to concerns
increase consensus
trade
decisions.
of thestates
main
raised byonthe
‘weaker’
member states is that

The dispute settlement procedures are not fair. Developed countries
often have the upper hand in dispute resolutions. Many judgements
have been made in their favour, with many weaker nations disputing
the fairness of the judgement. However, even if developing countries or
weaker countries were to win and resolve to impose sanctions, they
would stand to lose more. For example, if we assume that Zimbabwe
wins a trade dispute between itself and Europe, and given the authority
to impose sanctions on Europe, Zimbabwe would stand to lose
substantially as it relies much more on the European market than
Europe relies on the Zimbabwean market for trade. Therefore
Zimbabwe might not impose sanctions on Europe, even if Europe has
violated bilateral trade concessions.
Duration of a Dispute Settlement procedure.
These approximate periods for each stage of a dispute
settlement procedure are target figures. The agreement
is flexible. In addition, the countries can settle their
dispute themselves at any stage.
Totals are also approximate.
60 days
Consultations, mediation, etc
45 days
Panel set up and panellists appointed
6 months Final panel report to parties
3 weeks
Final panel report to WTO members
60 days
Dispute Settlement Body adopts report (if no appeal)
Total = 1 year (without appeal)
60-90 days
Appeals report
30 days
Dispute Settlement Body adopts appeals report
Total = 1 year 3 months (with appeal)

Source: www.wto.org
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THE IMPACT OF GLOBALISATION

This part of the manual will review the general implications of globalisation
policies. It is important to remember that globalisation policies are neoliberal. This makes it much easier to analyse the impact of globalisation on
Page | 41 different socio-economic sectors, refer to the notes under economic policy
in the chapter on “The Zimbabwean Economy”.
Globalisation and economic growth
Globalisation is assumed to be an essential measure to promote economic
growth. Supporters of globalisation argue that liberalising the economy will
increase foreign direct investment, improve the balance of payments
account and result in increasing economic growth. Profits made by the
private sector are assumed to be reinvested and therefore to increase levels
of investment and employment creation. Following market and trade
liberalisation, it is expected that more players enter the production markets
thereby increasing efficiency and competition. Diversity in goods and
services will increase as producers compete for increased market share,
resulting in lower prices.
In addition, liberalising the trade sector is expected to act as an export
incentive, while discouraging importation of goods and services by the
local population. Improved balance of payments will mean an increase in
economic growth and improvement in welfare. These are very simplified
assumptions that do not take into account other factors that might act
against promoting exports, such as macro-economic instability and other
distortions in economic markets.
To analyse the impact of globalisation on the economy, one has to review
the performance of the trading sector (global economic integration),
economic growth figures, trends in savings and investment. This analysis
ought to be done against the background of the policy framework of a
country under review. It is imperative to review whether the country had /
has implemented neo-liberal policies, or the extent to which the country
has been integrated into the global economy.
Information Box:
Global Economic Integration
The three conventional measures of economic integration are:
1. Share of trade in GDP
2. Capital flows
3. Foreign direct investment
High values will indicate a greater degree of global economic integration, whilst
lower rates will indicate lower levels of global integration.
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The Sub-Saharan African experience
The notes will provide a detailed analysis of the extent of global economic
integration. However, the notes do not review the economic performance
of the region in terms of sectorial analysis i.e. analysing the performance of
each sector for example, the manufacturing sector over a chosen period
Page | 42 during which neo-liberal policies were implemented. Nonetheless, such an
analysis would be imperative to give an overview of the country’s
economic performance.
Table 9 below illustrates the global economic integration of selected regions
and for Zimbabwe. The table provides a good example of how global
economic integration is measured.
Table 9: Global Economic Integration, 1981-83, 1990 and 2000 (all measures are % of
GDP)

Region

Trade in Goods

Gross Private
Capital

Gross FDI

Period

1981/83

1990

2000

1990

2000

1990

2000

1
2
3
4
5
6
7
8
9

27.3
24.6
29.5
34.8
22.4
34.3
14.0
28.8
29.3

32.4
48.8
32.0
28.7
23.2
45.4
16.5
41.2
40.7

40.0
65.6
37.1
65.6
37.7
51.6
24.3
56.8
44.9

10.3
5.3
11.0
7.9
11.5
1.4
5.1
1.7

29.1
13.3
33.6
13.6
10.5
7.5
3.1
11.0
-

2.7
1.5
3.0
0.9
0.9
0.1
1.0
0.1

8.8
3.9
10.1
3.8
4.5
1.0
0.6
1.8
-

Source: World Bank, 2002 and 1997: World Development Indicators, the World Bank,
pages 334 & 294 respectively.
KEY: 1 denotes world, 2 East Asia & Pacific; 3 for high income; 4 for Europe & Central Asia; 5 for Latin America;
6 for the Middle East; 7 for South Asia; 8 for Sub-Saharan Africa; 9 for Zimbabwe. FDI denotes Foreign Direct
Investment. Trade for 1990 & 2000 is the sum of merchandise exports and imports (excluding services) at US
dollars FDI and Gross private capital include both inflows and outflows.

From Table 9, Sub-Saharan Africa has been integrated into the global
economy at a ratio, which is much deeper than that for the world.
However, it has lower figures for Foreign Direct Investment, (FDI) and
Gross Private Capital, indicating the lack of investment in the region.
Foreign direct investment in Sub-Saharan African countries also remains
far below the levels invested in East Asia, Europe and Central Asia. In
1999, Capital inflows into Sub-Saharan African countries amounted to
US$8 million, compared to US$56 million for East Asia and the Pacific.
This poor foreign direct investment profile was also matched by poor
economic growth figures.
Table 10 shows the output figures for the selected regions (in Table 9) and
for Zimbabwe. Output figures tabulated are for the overall Gross Domestic
Product (GDP) and for the agricultural, manufacturing, industry and
services sectors.
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Table 10: Average Annual Growth Rates of Output by Region, 1980-2004
Region

GDP

Agriculture

Industry

Manufacturing

Services

198090

19902000

200104

19801990

19902000

200104

19801990

19902000

200104

19801990

19902000

19801990

19902000

200104

1

3.3

2.7

2.5

2.5

1.4

-

3.1

1.5

-

3.6

1.3*

3.4

2.9

-

2

7.9

7.2

7.5

4.4

3.1

15

9.3

9.3

49

10.4

9.9

8.6

6.4

36

3

3.3

2.5

2

1.4

0

-

2.9

0.7

-

3.5

0.5*

3.4

2.3*

-

4

-

-1.5

5

-

-2.3

8

-

-3.8

31

-

-

-

1.6

61

5

1.7

3.3

1.5

2.3

2.3

7

1.4

3.3

23

1.4

2.6

1.9

3.4

70

6

2

3

4.5

5.2

2.6

14

0.3

0.9

39

5

3.8

2.4

4.5

47

7

5.6

5.6

5.8

3.2

3.1

22

6.8

6.2

26

7

6.6

6.5

7.1

52

8

1.6

2.5

3.9

2.3

2.8

13

1.2

1.6

28

1.7

1.6

2.4

2.6

58

9

3.6

2.5

-7

3.1

4.3

17

3.2

0.4

24

2.8

0.4

3

3.1

59
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Source: World Bank, 2005, 2002 & 1997: World Development Indicators, The World Bank, pages
206 & 132 respectively.

From Table 10, Sub-Saharan Africa has the lowest annual growth rate
figure for the period 1990-2004. The growth rates are even lower for the
crucial sectors (industry and manufacturing). This also reflects that
although the Sub-Saharan African region is deeply integrated into the
global economy, globalisation has not resulted in achieving high economic
growth rates for the region, an observation that also includes Zimbabwe.
Despite the depth of global economic integration, Sub-Saharan African
countries failed to improve their trade balances under neo-liberal policies.
Out of the 31 African countries whose trade statistics are recorded in the
1997 World Development Report, 31 derive approximately 70% of their
total export earnings from primary commodities. In the context of
declining terms of trade for primary commodities, this leaves most of these
economies exposed to the vagaries of international commodity markets.
Globalisation and Labour
The liberalisation of the labour market has a lot of implications on workers
and on working conditions. Supporters of globalisation have argued that
liberalising markets will result in an increase in profits that will be
reinvested to create more and better employment opportunities. In order to
analyse whether this has been indeed the result of globalisation, it is
important to review employment figures, working conditions and living
standards. These should be weighed against the conventional measures of
globalisation, namely trade, capital flows and foreign direct investment.
Neo-liberal policies have failed to create employment, improve workers’
welfare and their working conditions.
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According to the ILO, workers are interested in seven types of security,
namely:
a) Labour market security - refers to the opportunity to participate in the
Page | 44 b)
c)
d)
e)
f)
g)

labour market;
Employment Security - workers are protected against any arbitrary loss
of employment;
Job Security - protection against any arbitrary transfer between sets of
work tasks and loss of job-based rights;
Work security - covers working conditions and safety & health
protection at work;
Skill reproduction security - refers to access to skill acquisition and
retraining to ensure skills do not become out-dated;
Income security - refers to protection against arbitrary reduction of
income and upholding equity;
Representation Security - refers to the availability of the capacity to
bargain and influence the employment environment.

It is therefore important to safeguard these securities wherever possible. It is
most unfortunate that globalisation has often resulted in these securities
being undermined in the labour market.
The Zimbabwean Experience
Research has shown that liberalising the labour market has resulted in
increasing unemployment in Zimbabwe. In order to improve the quality of
products, many firms have resorted to using the new technologies and
shifting the organisational structure. This has often meant replacing labour
with capital and the replacement of unskilled labour with skilled
labour/professionals. Unemployment figures continue to rise and the living
standards of the people continue to decline. Trade has also failed to
generate employment.
Many firms have failed to survive the competition from imports and
transnational companies that have invested in the country. Firms have
been forced to either close down or reduce their operational size so as to
reduce the total costs of production. The end result has been that the formal
sector has failed to absorb the increasing number of the economically active
group seeking employment. Globalisation has also brought with it the use
of non-standard forms of employment, such as casual labour and contract
employment. Such a shift in the forms of employment has resulted in poor
working conditions and trade unions have been weakened as organised
labour is discouraged under globalisation.
Unemployment remains rife. Unofficial statistics quote the unemployment
rate as 75% at the beginning of the year 2003, (official statistics recorded
unemployment to be 6%). Any marginal increase in employment figures in
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certain sectors of the economy has been mainly from the growth rates in
contract and casual employment. However, many of the economically
active have been absorbed into the informal sector. In Zimbabwe and many
of the developing countries, the informal economy has grown rapidly over
the past decade. The informal economy is usually dubbed the ‘survivalist
Page | 45 sector’, mainly because it seems to grow more rapidly as unemployment
and poverty levels increase.
Information Box
The Informal Economy
The International Labour Organisation (ILO) defines the informal economy as
very small units producing and distributing goods and services. They employ
usually less than ten employees, which are often family members. These small
units use very little capital, professional labour, and technology. They are termed
informal mainly because they are either not registered or licenced to operate. It
is now recognised by the ILO not to be accurate to include illegal or underground
activities as part of the definition of the informal economy.
In Zimbabwe, women dominate the informal economy. Almost 50-60% of the
economically active population are employed in the informal economy .

The informal economy continues to grow as long as it remains an
alternative to unemployment or to low remuneration.

Informal market places such as these have become more common in many urban centres
in the country.
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Thousands of school leavers join the informal economy so as to earn an
income every year. Unfortunately, the working conditions in the informal
economy are often repressive and it is almost impossible to
unionise workers. The informal economy is often excluded under social
and economic development policies.
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Globalisation and gender
Developmental policies have different impacts on men and women, more
so on disadvantaged groups. In many developing countries, women
constitute the greater percentage of the population that is poor. In
Zimbabwe, almost two thirds of the poor population is women. This is why
social groups have advocated that developmental policies should be gender
sensitive and should be geared towards poverty alleviation of the
Zimbabwean women. It is imperative that impact assessment studies be
carried out on how globalisation affects women. Such an assessment would
need to review the role of women in societies and the impact of neo-liberal
policies on women in the various socio-economic sectors.
The roles of women and their challenges
Women are exclusively in charge of the reproduction of the labour force
and caring for families. They participate more in the non-monetary
economy, i.e. subsistence agriculture, bearing and raising children, home
making, home caring, and tending to the sick. Women also play an
important role in the monetary sector through trading, formal employment,
and in the informal economy.

An
educator

Child minder

Homemaker

Nurse
Promoter of the
family unit

Child
bearer
r

Farmer

Paid employee

Farmer

46

Much of the work done by women is neither recognised nor does it receive
much support. It is difficult to classify women’s work as either productive
or non-productive. Women remain very important in terms of promoting
growth and development. They support the economy.
Page | 47 The Experience of Women in Developing Countries

Women in developing countries have borne the brunt of economic
hardships. Under globalisation, the implementation of neo-liberal policies
has impacted negatively on them. Neo-liberal policies have made it more
difficult for women to effectively fulfil their roles.
Employment
An analysis of employment figures of women in different periods and in
different countries helps reflect the employment status of women in many
developing and developed countries.
Table 11 shows the percentage of females in the labour force in selected
regional groupings and for Zimbabwe for 1980 and 1999.
Table 11: Percentage of Females in the total Labour Force for selected regions

Region

1980

Female
% Of labour force
1990
2000

World
39
40
39
High income
Low income
37
Lower middle income
41
Upper middle income
42
East Asia & Pacific
43
44
Europe & Central Asia
47
46
Latin America & Caribbean
29
34
Middle East & North Africa
20
23
South Asia
33
31
Sub-Saharan Africa
43
43
49
47
Zimbabwe
Source: World Bank, Databank of Gender Statistics 2008

40
44
45
39
26
29
42
45

2004
40
44
35
42
41
44
45
40
27
29
42
44

From Table 11, the number of women in paid employment in developing
countries has increased over the period 1980-2004. This has been greatly
prompted by the need for women to add more income to meet the
households’ income requirements. Unfortunately, women who are
employed in the formal sector are poorly paid and work under deplorable
working conditions. Often socio-economic pressures and discrimination
against female employees ‘force’ women to ‘accept’ poor wages and
working conditions.

47

In developing countries, women are often employed in communal /
subsistence farming, commercial agriculture and Export Processing Zones
(which are mainly in the agricultural sector). These sectors usually do not
offer permanent employment to women, pay very low wages, offer very
little in terms of working conditions and fail to improve the living standards
Page | 48 of female employees.
There is a prevalence of gender biases and prejudices. Any gains that have
been made by women are often eroded by globalisation. There is a
tendency for women to be the first employees to be laid off under
retrenchment and restructuring. This is mainly because female employees
are often at the lower ends of the employment grading structures and their
jobs are not ones that require many skills.
Health, education and homemaking
Since neo-liberal polices encourage reduction in government expenditure,
debt repayment and privatisation, there are usually cuts in social services
and social security. Privatisation has led to increases in user fees for social
services, coupled with spiralling inflation, which is usually characteristic of
many developing countries. Therefore, the cost of living has continued to
rise tremendously. Unfortunately, because women are usually the providers
of food, and healthcare in the family, their burden is increased. It is
therefore imperative to analyse the trend in social service provision so as to
present the impact of neo-liberal policies on social services, hence the
burden on women in providing these services in the household.
Table 12 shows the social indicators for selected African countries and for
the world. The table has also included a developed country (the United
States) for comparative purposes.
Table 12: Social indicators
Country

Prevalence of
Child
malnutrition
% Of children
Under age 5

Access to
sanitation
% Of
population

30
World
1
98
US
16
23
Zimbabwe
24
66
Zambia
48
8
Ethiopia
Source World Development reports.

Public expenditure on
education % of GDP
1980
3.9
6.7
5.3
4.5
3.1

1997
4.8
5.4
4.0
2.2
4.0

Population below
the national
Poverty datum
Line, (%)
<2
64.2
91.7
76.4

From table 12, the developing countries have poor social indicators (of
welfare) as compared to the developed country (the United States). Poverty
levels remain higher in developing countries compared to developed
countries. Malnutrition in the three developing countries remains much
higher as compared to the United States. In 1996, Ethiopia had only 8% of
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its population accessing sanitation! Unfortunately, these social services are
also at the centre of women’s roles in society. It makes it only more difficult
for women, if the government and developmental policies do not support
this role. For example, many governments have cut down expenditure on
education (refer to table 11). This adds to the many burdens carried by
Page | 49 women in providing their children with the opportunity to access
education.
Globalisation and the role of the trade unions
Trade unions are facing many challenges under globalisation:  Labour market flexibility
Globalisation advocates for labour market flexibility. There has been a
global increase in the casualisation of labour, contract employment and
lower working standards. This often means that employers now have the
ability to hire and fire easily so as to improve operational efficiency.
Frequently, casual, contract, part-time or temporary employees do not
enjoy the benefits of permanent workers and representation by trade
unions.
Supporters of labour market flexibility argue that these measures are
necessary to cut down on labour costs so as to boost investment,
production efficiency and finally increase economic growth. Unfortunately,
women are the greater percentage of employees in work that is often
contracted on seasonal or short-term basis and are the first to be retrenched
on work reorganisation. Labour market flexibility has caused a lot of job
and employment insecurities.
 Poor remuneration for employment
The struggle for survival under globalisation has often resulted in
competition by developing countries to lower labour standards, (beggarthy-neighbour policies). The result has been declining remuneration and
poor working conditions.
 Retrenchments
Opening up economies in developing countries has made it difficult for
local firms to thrive on the domestic market. Many firms have failed to
compete and have been forced to either close down or to reduce their
operational size. These measures have meant the laying off of employees
(retrenchments) and have resulted in increased unemployment, therefore
weakening trade unions.
 Declining union strength
The trade union derives its strength from its membership. The increases in
the casualisation of labour, retrenchments and the high unemployment
prevailing in many developing countries have reduced the size of current
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and potential union membership. This weakens the trade unions. In
addition, employers tend to be anti-organised labour, arguing that it creates
costly distortions in the labour market.
 Increasing poverty levels
Page | 50 As the role of government has shifted from that of being provider to being

the regulator, government has reduced its expenditure in social sectors,
(refer to notes reviewing the impact of structural adjustment programmes
under the Zimbabwean Economy). The private sector is being promoted to
take up social service provision, on both the domestic and international
market. This would mean that those who cannot afford these services
would be forced to do without them. Therefore, the poor who cannot
afford healthcare, education, water and sanitation would be forced to do
without them! These developments, together with high unemployment,
retrenchments and declining economic performance have resulted in
increasing poverty levels. This list of challenges is not exhaustive.
What is expected of trade unions?
There has been much debate on whether the globalisation phenomenon
should be supported. Some governments have taken the stance that
globalisation is a phenomenon that cannot be avoided. The quote, ‘…there
seems to be no alternative to globalisation…’ has become very popular
amongst many African heads of states, hence the adoption by the African
Union, (AU) of neo-liberal policies like the New Partnership for Africa’s
Development, (NEPAD). Should trade unions therefore adopt this stance?
Experience has proven that globalisation may enrich the economies of
some countries, but will result in many negative social costs. Globalisation
has made it difficult and impossible for many people in developing
countries to access basic human requirements, e.g. food security, housing,
water, sanitation, health and education. The trade unions’ main objectives,
(under the globalisation era) should be:  Protecting the rights of workers;
Trade unions should aim to improve the working conditions of workers.
Workers remain entitled to durable jobs and employment security. Trade
unions should advocate for collective bargaining agreements that improve
the livelihood of the working populace, (refer to notes under collective
bargaining). Again, the introduction of labour market flexibility means that
trade unions should begin to lobby for better employment terms for
contract workers that do not exclude them from benefits that promote
better living standards. Trade unions should be able to monitor and
advocate that parties concerned (government, employers and employees)
implement ratified International Labour Organisation (ILO) conventions.
Trade unions in countries where the main eight ILO conventions have not
been ratified should continue to advocate for their ratification, (Zimbabwe
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has already ratified the main eight ILO Conventions). Nonetheless, trade
unions ought to promote the implementation of the ratified ILO
conventions.
There has been a lot of debate whether rules on minimum labour standards
Page | 51 should be included in trade agreements under the WTO. If they were to be

included, they would be referred to under a social clause. Supporters of the
social clause view it as a way to maintain or improve labour standards in
export oriented industries, whilst opponents of the clause argue that it
would only result in the protectionism of developed country markets. The
debate on the social clause does not fall along the conventional lines of
debate on globalisation, i.e. other trade unions, governments and non-state
actors support the social clause in some countries whilst the same groups in
other countries are against the inclusion of the clause in trade agreements.
 Trade union participation in decision making processes
Trade unions should begin to play a more active role in decision-making
processes, nationally and internationally. Decisions made at national and
international levels often have implications on the working populace, and
this should therefore urge trade unions to be more involved in processes
where such decisions are made. For example, the trade unions should be
effectively involved in the formulation, implementation and monitoring of
the annual national budget. It is imperative for trade unions to contribute to
policies that impact on the daily lives of the working people.
At an international level, trade unions are encouraged to play a more
participatory role in trade negotiations/agreements. Trade agreements
cover more than just the trading sector. Trade liberalisation policies impact
on working conditions and the standard of living. For trade unions to
influence trade and developmental policies that address social concerns,
they need to be involved in the decision making processes. For example,
the Zimbabwe Congress of Trade Unions (ZCTU) is part of the Non-State
Actor’s Forum (NSAF) which is involved in analysing and participating in
the African Caribbean Pacific –European Union trade agreement (ACP-EU
trade agreement), popularly known as the Cotonou Agreement. NSAF is
involved in formulating possible policy alternatives in trade agreements,
which take into account social issues.
 Educational programmes
Trade unions should educate their members about globalisation and on
other relevant areas of interest. It is imperative that workers understand the
phenomenon. This will make it easier for grassroots participation and aid
in formulating an overall trade union position on globalisation.
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 Collective bargaining
Collective bargaining should incorporate changes in the economy, for
example working conditions need to be specified for casual labour,
industrial processing zones, transnational corporations and for the informal
economy. Collective bargaining should begin to focus on non-wage issues.
Page | 52 Wages and salaries are not the only important factors that improve the
livelihood of workers. Negotiating for educational assistance, housing
allowances, medical aid and better organisation at work, can improve the
welfare of the working people.
The struggle against the negative implications of globalisation policies
should not be carried out by trade unions only but also by; civil society,
students, scholars, women organisations, consumer organisations,
churches, communities and other relevant stakeholders. It is important that
people have a common voice when fighting for social justice.
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The Way Forward
Having reviewed the impact of globalisation on the various social and
economic sectors, it is now important to map a way forward: Page | 53

 Trade unions’ responsibilities
The trade unions should carry out their responsibilities to the best of their
ability, (refer to the notes on what is expected of trade unions page 51).
Trade unions should aim to be proactive rather than reactive. It would also
be emulated to have trade unions advocating that employers provide
employees with training on new technologies, transitions within the
companies. Employers should assist in the redeployment of retrenchees.
Trade unions should also organise workers in the informal economy and
improve their working conditions. Unless the informal economy becomes
part of the formal sector, trade unions cannot continue to exclude it from
the fight for better remuneration and better working conditions.
 Joint responsibilities
Joint responsibilities refer to the responsibilities of employees and
employers. Employers are urged to provide the necessary resources for
workers to be able to undertake training requirements, whilst workers are
recommended to undertake continuous on the job-training, educational
training and skill training, so as to move along with the new labour
requirements, i.e. new technologies that require new skills. Finally,
workers are recommended to unite and defend their rights not only in the
work place, but also in the economy. They should be part of national
decision-making processes, not only through the trade union, but also for
example through women organisations, local communities and churches.
 Alternative policies
Trade unions and civil society groups should begin to formulate alternative
polices to the neo-liberal policies currently being implemented. It is rather
redundant to criticise existing policies without presenting solutions. Drivers
of globalisation have always used the acronym TINA-There Is No
Alternative, whilst trade unions should adopt TATA-There Are Thousands
of Alternatives! Nevertheless, it’s imperative that the policies formulated as
alternatives are; gender sensitive, address social concerns as well as
economic growth and development.
 Government’s responsibility
Governments should begin to be conscious of its social responsibilities. i.e.
provision of health, education, transport, communication, provision of
infrastructure, housing, lighting, water, sanitation and improving the
welfare of the people. The government should also provide a stable macroeconomic environment, (refer to notes under the Zimbabwean Economy).
It should also provide the necessary platform for interested stakeholders
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(non-state organisations/departments) to take part in national decisionmaking processes. Governments should also mobilise stakeholders on
regional and international trade issues.
 Social Networking
Page | 54 Social networking amongst trade unions and civil society groups with a

common agenda on globalisation is important to promote social and
economic justice. This type of networking is also important to challenge
international institutions (i.e. the World Trade Organisation, the World
Bank and the International Monetary Fund), and transnational companies
that ignore equity, poverty reduction and promotion of the human capital
base.
Information Box
Examples of Social Networking
The World Social Forum
The World Social Forum held in Brazil in the year 2003, is an example of social
networking amongst trade unions, civil society, scholars, community groups
women’s’ organisations and churches that managed to voice out against social
injustice.
The Battle In Seattle
Another good example of good networking is the ‘Battle in Seattle’ held in
December 1999 at the World Trade Summit in Seattle. Thousands of opponents to
globalisation and the WTO gathered in Seattle to demonstrate against the WTO
and its unfair trade practices towards developing /weaker members in the WTO.
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COLLECTIVE BARGAINING
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Definition: Collective Bargaining
It is a continuous social process that brings negotiations between
representatives of management and labour to produce a written
agreement covering terms and conditions of employment.
As Zimbabwe’s economy continues to decline (refer to page 10), trade
unions need to adjust their system of collective bargaining so as to retain its
efficacy. Collective bargaining remains the most
effective way in which trade unions
Collective bargaining
can participate in influencing
can aid to improve
health & safety at the
management to provide workers with
work place
better living standards through the
promotion of better working conditions. As the
corporate world expands at the expense of workers, it
becomes important for workers to unite and establish
powerful trade unions that can protect and defend
them.
Origins of Collective Bargaining in Zimbabwe
In the pre-independence era, the formal sector had different labour acts
governing work relations. The Industrial Conciliation Act covered workers
in the private sector, while those in the public sector were under the Public
Service Act and Local Authorities were governed by the Urban Council’s
Act.
Before independence, the economy was characterised by racial inequalities.
Access to resources and social services was organised along racial lines,
with the minority whites getting the lion’s share and holding the majority
of the white-collar jobs. Table 13 shows the ratio of European to African
wages.
Table 13: Ratio of European to African Wages, 1981
Sector
Agriculture
Manufacturing
Finance
Public
All sectors

Professional &
technical
(males)
3.7
2.3
2.3
2.3
2.7

Clerical
(males)

Skilled
(males)

Semi-skilled
(males)

Overall
(persons)

4.8
3.1
1.7
2.3
2.8

8.5
3.9
3.5
3.1
4.2

8.2
4
3.4
3.9

24.5
7.3
3.5
7
10.4

Source: World Bank: 1987, Annex 1, Table 6:25
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From Table 13, it is apparent that the ratios of European workers’ wages
were greater than those of their African counterparts. For example, in the
agricultural sector, European skilled agricultural workers earned 8.5 times
more than their African counterparts. Whilst for all sectors (overall
persons), European employees were paid earnings 10 times more than their
Page | 56 African counterparts!
There was unequal access to all means of production, namely land, skills,
business and income. Collective bargaining in the pre-independence era
was very constrained and limited to benefit white-collar jobs, which were
held by whites.
At independence in 1980, the government adopted a policy to improve the
living standards of the majority of the people and to ensure employment
security. In the same year, an amended Industrial Conciliation Act, the
Employment Act and the Minimum Wage Act governed industrial
relations. These acts specified the conditions of work and the minimum
wage.
However, between 1985-92, government enacted new labour laws in the
form of the Labour Relations Act No. 16 of 85, and an amendment to the
Labour Relations Act of 92. These labour laws replaced all the industrial
relations acts of 1980. During this period, there was institutional wage
setting, with employment boards determining wages and the conditions of
service. The laws then, tended to be more protective of workers. Employers
began to protest about the rigid procedures of this system. It did not make it
easy to hire and fire, a condition they claimed was necessary if they were to
change along with changing economic situations.
Today, most wages and conditions of work in Zimbabwe are determined
by the outcomes from collective bargaining agreements.
Reasons for Collective Bargaining

In developing countries, more than 842 million people live below the
poverty datum line (PDL). In Zimbabwe, more than 75% of the working
population earn a wage below the PDL. Thousands suffer from insecure
food supplies and insufficient incomes. In the year 2002, the country only
managed to produce 500,000 tonnes of grain, yet the annual grain
requirement is 2,5 million tonnes. Unemployment rates continue to
increase as the economy fails to create employment for the increasing
volume of the labour force. There is a global call to commit to peace,
development, equity and justice. Achieving these attributes is expected to
result in the reduction of the incident of social and political unrest in the
global community. Collective bargaining can at least enhance equity and
social development.
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The political climate, economic environment and the relative power of
workers, (as compared to their employers) determines whether or not
workers will earn a decent wage and improved working conditions. Active
participation by workers in improving their conditions of work is often the
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political participation. Labour standards attained in one enterprise filter
into other enterprises and end up influencing the rest of the sectors in the
society. The main reasons for practising collective bargaining include:
1. protecting and defending workers’ rights;
2. improving workers’ conditions of service and living standards; and,
3. improving working relations and increasing productivity through job
satisfaction.
1. Protecting and Defending Workers’ Rights
Many countries have adopted various conventions under the International
Labour Organisation (ILO). Zimbabwe has ratified the eight core ILO
conventions, and some of these are enclosed in the Labour Act. ILO labour
conventions lay down the foundations for the basis of workers' rights in a
global economy. The following is a list of some of the basic global workers’
rights:
The right to freedom of association and collective bargaining
The right to organise is covered under convention No. 87 of 1948 and No.
98 of 1949. According to ILO, freedom of association is necessary for
workers and employers to defend their interests, organise joint activities
and participate in negotiations and discussions affecting their interests.
Hence, workers should have the right to form a trade union and become
members of it. They should also have the right to negotiate and make
collective agreements. Workers are also entitled to take collective action
including the right to strike. In Zimbabwe, the Labour Act indicates that
workers can take part in a collective job action, although the management
of such action will remain under the provisions of the Public Order and
Security Act (POSA). They should be allowed to exchange views amongst
themselves, provided that the functioning of the operations and the normal
procedures, which govern relationships with representatives of the workers
and
their
organisation,
are
not
prejudiced.
Freedom from forced labour
There is a provision in the conventions (Forced Labour Convention, 1939;
No. 29 and the Abolition of Forced Labour Convention, 1957; No. 105)
that provide for the abolition of forced labour in all forms. This convention
calls for the immediate abolition of compulsory labour for political
purposes, as a method of mobilising and using labour for purposes of
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economic development. The Labour Act in Zimbabwe now includes a
section on forced labour, section 4 in Cap. 28:01.
2.

Improving

Workers’

Conditions

of

Work

Page | 58 Wages

There must be an obligation by the employer to pay the workers at least the
minimum wage (Convention No. 138 of 1973). There must be a provision
for income security. Workers' incomes should be protected against arbitrary
reduction and there should be an uplifting of the workers' living standards.
In Zimbabwe, minimum wages registered with the Ministry of labour by
NECs, are legislated in collective bargaining agreements, for each sector in
the
economy.
Hours of work and holidays
The Labour Act of Zimbabwe dictates the leave days and holidays, whilst
hours of work are stipulated in collective bargaining agreements for each
sector. The Labour Act specifies that workers should be given 12 days
special leave for various reasons (business and compassionate reasons);
oneday weekly rest; one-month vacation leave and an extension of paid
sick leave from one month to 6 months (3 months on full pay and 3 months
on half pay).
Occupational
health
hand
safety
The ILO convention 155, 1981 covers Occupational Safety and Health.
Protection comes not only in the form
of protection of labour against exploitation
I wonder if this
by capital, but protection from
means a pay rise
or a date with the
exploitation of ‘man by man’. By
morgue
the end of 2001, the global risk of
accidents, illness or invalidity faced
by workers showed no sign of
declining. There have been high
official statistics of accidents in the
workplace: - More than 1.2 million
workers continue to die each year
as a result of non-sustainable means
of production. Around 335,000 of
these are accidents at work (12,000
are
children).
Occupational
illnesses kill a further 325,000
people and generally stem from
exposure to hazardous substances (e.g. asbestos accounts for 100,000 of
these deaths). It becomes important to attract attention to the plight of
workers in countries that do not heed workers' rights to occupational health
and safety. In Zimbabwe, 22,000 cases per annum are reported to the
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Workers’ Compensation Insurance Fund, this is excluding thousands of
cases
that
re
not
reported
or
recorded.
Maternity benefit
Women need to be protected from abuse in their conditions of work,
Page | 59 particularly in the case of maternity. It has always been difficult for union
negotiators to reach an agreement on maternity leave. Through successful
lobbying and campaigns by the ZCTU, women workers now receive better
maternity leave conditions such as; full pay during the three months
maternity leave and 1 hour daily breaks for breast feeding for three months
or when the child stops breast feeding, whichever is sooner. Nevertheless,
there are still more issues that the trade union needs to lobby for, for
example; paternity leave.
Child Labour
Debate around child labour remains one of the most controversial issues,
with very little consensus. Despite this, the protection of children remains
crucial. Even with the best of intentions and efforts, the effective abolition
of child labour will still take time. Though poverty is the root cause, the
HIV/AIDS pandemic, ignorance and lack of awareness of the ill effects of
early work or employment is another staunch reason. Nonetheless,
Zimbabwe has a section on child labour in the Labour Act (section 11 of
Cap.28:01). The minimum age for employment ranges between 13-15
years,
depending
on
the
type
of
work.
3. Improving Working Relations and Increasing Productivity through
Job Satisfaction.
Collective bargaining opens dialogue between management and workers.
This dialogue aids to promote better working relationships between the two
groups. Workers’ queries that are addressed quickly and amicably are
bound to ensure job satisfaction and indirectly increase the level of
productivity and loyalty to the company.
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Key Players and the Levels in Collective Bargaining
There are two key players in the collective bargaining process. These are
the employees and the employer(s). Sometimes the concept is expanded to
include government or a third party.
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These players meet for negotiations at different levels of collective
bargaining. There are three levels of collective bargaining: shop floor,
industrial and national level.
Shop Floor Level
Negotiations at the shop floor level are done between management and
workers’ committee representatives in a works council meeting at the
company or production site. In a company where 50% or more of the
workers are unionised, workers’ committee representatives should be
elected from within the trade union membership. This helps strengthen not
only the trade union, but also the workers’ committee. The main objective
of collective bargaining at the shop floor level is to promote workers’
participation in decision making processes on various issues that directly
affect them, these include: restructuring of the work place, product
development plans, job grading, training, educational schemes affecting
workers, partial or total plant closures, mergers, transfers, voluntary and
compulsory retrenchments, the criteria for merit increases and the payment
of bonuses. Worker participation aims at improving working relations
between management and workers by increasing the level of job
satisfaction. The quality of agreements depends on the negotiating skills of
the workers’ representatives and their bargaining power (also refer to notes
under bargaining power). Conciliation, mediation and arbitration
procedures are to be encouraged. Workers’ representatives should not be
hindered from meeting for consultation.
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Industrial Level
Negotiations at the industrial level can only be done by registered trade
unions and employer organisations (National Employment Councils). The
conditions for work and employment are negotiated for each sector in the
economy through sectorial NECs. For example: If the NEC for the catering
Page | 61 industry agrees on conditions of service and wages in a written collective
bargaining agreement, the agreement becomes applicable in all firms in the
catering industry.
National Level
Negotiations at the national level are done amongst the government, labour
and business representatives (tripartite negotiations). In Zimbabwe, this is
referred to as the Tripartite Negotiating Forum (TNF). The TNF in
Zimbabwe was reconvened in July 2001, after the Zimbabwe Congress of
Trade Unions went on a successful stay away against an increase in the
price of fuel by a staggering 70%. Tripartite negotiations mainly focus on
national socio-economic growth and development policies. TNF outcomes
are designed to set minimum labour standards, unfortunately TNF
outcomes
are
not
always
enforceable
by
law.
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BARGAINING POWER

These notes review a trade union’s
bargaining power.
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Definition: Bargaining power
It is the strength of a trade union to steer negotiations to successfully meet
workers’ demands, with as little sacrifice as possible.

The bargaining power of a trade union depends on many factors. These
include: membership strength, industrial action and a strike fund,
negotiating skills, demand and supply of labour and the labour cost of
product.
Membership Strength
The volume of union membership can be used as a proxy to measure the
relative strength of a trade union. There is need for unity of purpose
amongst union members to advance their agenda. It is a wrong perception
that union leaders are the trade union, it is rather the members themselves
who are the union and should advance their cause. More members can
signify an increase in the trade union’s bargaining power. Workers that do
not want to join unions, but still enjoy the concessions won by unions
weaken the labour movement.
Industrial Action and a Strike Fund
Although most collective bargaining agreements
are concluded without employees resorting to
industrial action (e.g. lockouts, picketing, strikes,
stay aways, go-slow), this remains the ultimatum
sanction workers can give to management in the
event that they have failed to resolve their
differences. Workers’ threats of industrial action
should be sustainable. In case
workers fear a financial penalty for striking,
It is important that everyone be involved
in an industrial action
having a strike fund can help improve mobilising
workers to participate in an industrial action. Workers usually go on strike
for more realistic awards by employers. It is important that the spirit of
solidarity be rekindled and unions support each other during distressing
situations.
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Negotiating Skills
Workers should have adequate negotiating skills. If negotiators do not have
these skills, their bargaining power is weakened. Best practices in collective
bargaining are essential to avoid irreconcilable differences, (refer to notes
under Collective Bargaining Best Practices).
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Demand and Supply of Labour

Definition: Demand and Supply of labour
The demand for labour refers to the amount of labour employers are willing
and able to hire at a given wage rate in a given time period. Labour supply
refers to the number of workers willing and able to work in a given
occupation or industry for a given wage.

If the demand for a certain type of service is greater than its supply (for
example in Zimbabwe, the demand for medical doctors is greater than the
supply) the bargaining power for wages will be stronger because the
employer cannot easily replace his workers, as they are in short supply. The
converse could be true.
The Labour Cost of Product
If labour accounts for the smallest proportion in total costs for producing a
product, wages are non-inflationary and this reflects them to be almost
insignificant in the production process; the bargaining power of the workers
will be much stronger. If wages are significantly higher than other costs of
production, the bargaining power of the workers is weakened.

Approaches to Wage Negotiation
The advocate's approach
In the advocacy approach, a skilled negotiator usually serves as advocate
for one party to the negotiation and attempts to obtain the most favorable
outcomes possible for that party. In this process the negotiator attempts to
determine the minimum outcome(s) the other party is (or parties are)
willing to accept, then adjusts their demands accordingly. A "successful"
negotiation in the advocacy approach is when the negotiator is able to
obtain all or most of the outcomes their party desires, but without driving
the other party to permanently break off negotiations, unless the best
alternative to a negotiated agreement (BATNA) is acceptable.
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Traditional negotiating is sometimes called win-lose because of the
assumption of a fixed "pie", that one person's gain results in another
person's loss. This is only true, however, if only a single issue needs to be
resolved, such as a price in a simple sales negotiation. If multiple issues are
discussed, differences in the parties' preferences make win-win negotiation
Page | 64 possible. For example, in a labor negotiation, the union might prefer job
security over wage gains. If the employers have opposite preferences, a
trade is possible that is beneficial to both parties. Such a negotiation is
therefore not an adversarial zero-sum game.
The "win/win" negotiator's approach
During the early part of the twentieth century, academics such as Mary
Parker Follett developed ideas suggesting that agreement often can be
reached if parties look not at their stated positions but rather at their
underlying interests and requirements to reach a decision that benefits both
parties.
In the 1970s, practitioners and researchers began to develop win-win
approaches to negotiations. Win-win is taken from Economic Game
Theory, and has been adopted by negotiation by North American
academics to loosely mean Principled Negotiation. This approach, referred
to as Principled Negotiation, is also sometimes called mutual gains
bargaining. The mutual gains approach has been effectively applied in
environmental situations as well as labour relations where the parties (e.g.
management and a labour union) frame the negotiation as "problem
solving".
NOTE: A balanced, win-win approach to collective bargaining requires that a
vision-of-the-whole (holistic) approach be taken in negotiating conditions of
employment for workers. Two sets of factors play a critical role in determining the
outcome of a collective bargaining exercise, namely, positive / external / push
variables and internal / permissive variables. External / positive / push variables
are those variables emanating from outside the sector in which negotiations are
taking place such as inflation, Poverty Datum Line (PDL), comparative sectorial
analyses etc. Internal / permissive variables are those factors that reflect the internal
performance of the sector in which negotiations are taking place. These include
measures of output, productivity, profitability, rate of return among others.
While the positive / push factors are external to the sector of negotiations, they
impact on the well being of vehicle manufacturing industry workers. The human
factor, as reflected in the mental well being of employees, is increasingly seen as
important and decisive in the productivity and economic performance of enterprises
and nations. Good working conditions, good (corporate) governance, and good
management-employee relations promote a positive attitude among employees,
resulting in increased motivation, improved work ethics, efficiency, productivity and
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profits. It is therefore imperative that the wage negotiations be conducted in a holistic
manner with due regard to the above mentioned variables.
Emotion in negotiation
Page | 65 Emotions play an important part in the negotiation process, although it is

only in recent years that their effect is being studied. Emotions have the
potential to play either a positive or negative role in negotiation. During
negotiations, the decision as to whether or not settle rests in part on
emotional factors. Negative emotions can cause intense and even irrational
behaviour, and can cause conflicts to escalate and negotiations to break
down, while positive emotions facilitate reaching an agreement and help to
maximize joint gains.
Preparing for Collective Bargaining Negotiations

Preparing for collective bargaining negotiations does not mean setting a
percentage increase in wages and setting off for the negotiating meeting. It
takes a lot of hard work to put the workers’ demands together and even
more to justify those demands to the employer. It is very important for
negotiators to have all the information that influences their wages and
working conditions on their fingertips. Good background planning and
research is important. It will help in increasing negotiators’ bargaining
power. This section will present the steps that trade union negotiators need
to follow to become more effective in collective bargaining negotiations.
Step 1: Legal Framework
Negotiators should be very familiar with the legal principles that bind
working conditions and collective bargaining. The first set of principles is
the workers’ global rights enshrined in the labour laws of Zimbabwe.
Currently, labour laws in Zimbabwe are contained in the Labour Act, (refer
to notes under “Protecting and Defending Workers’ Rights”). Each
negotiator should have a copy of the Act and be able to comprehend each
labour law. However, this does not mean that workers should cease to
negotiate for better working conditions if the ILO has not yet set them.
Step 2: Economic Framework
Negotiators should be able to understand economic indicators and their
implications on wages. A review of the current economic position is very
important. (This is covered in the chapter on “The Zimbabwean
Economy”).
Step 3: Writing a Position Paper
Writing a collective bargaining position paper for the union is an important
step that negotiators should adopt. The paper should clearly show the
union’s position and be representative of all union members.
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Position Paper Contents:
(a) Wages
The paper should begin by stating the plight of workers in the sector. This
can be done by showing the trend in workers’ wages and working
Page | 66 conditions for the sector that they represent. It is important that future
negotiations be based on past and current collective bargaining agreements’
results. It was agreed at the TNF level that minimum wages should be
linked to the Poverty Datum Line (PDL)

Definition: PDL
PDL refers to the minimum income for a family (Zimbabwe approximates
that a family has five members) that is necessary to meet their basic
human requirements per month. Its calculation is based on the Consumer
Price Index.

It is also imperative that negotiators show the trend in Real Wages (wages
that have been adjusted for inflation) and the Real Wage Index. Using
mathematical calculations helps to strengthen arguments. Using the
following hypothetical figures, the formulae for calculating real wages, the
real wage index, minimum wages as a percentage of PDL and minimum
wages as a percentage of FPL are as follows:

(i)

(ii)

Real Wages
Divide the nominal wage by the CPI for the year under review
Nominal Wage in Year X
CPI in Year X
Multiply the resulting amount by 100
Answer from (i)

x 100

A worked example: the Real wage for the year 2000 at 1990 prices (the
base year is 1990) will be:
3480 x 100 = ZW$221.15
1573.6
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(i)

Real Wage Index
Start by calculating the nominal wage index
Nominal Wage in Year under review x 100
Nominal Wage in base year
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(ii)

Divide the nominal wage index by the CPI for the year
under review and multiply the answer by 100.

A worked example: the Real wage index for the year 2000 will be:

A good idea would be to plot
your results in a visual chart
graph that clearly shows the
trends in real wages.

3480 x 100 = 1422.32 index points
244.67
1422.32 x 100 = 90.4
1573.6

Plotting the results from all your annual calculations will
show the visual trend in real wages and the wage index.
The negotiators should always negotiate for wages that
are increasing in real terms each year. Therefore ideal
wage increases will show an upward sloping trend line.
Declining real wages indicate that the purchasing
power of workers is being eroded by inflation and
should therefore be restored. Remember: Minimum wages
should be linked to the PDL.
Another necessary value to show the trend in the purchasing power of
workers’ income is to calculate the real value of the Zimbabwean dollar.
When the local currency loses its value, it indicates that the purchasing
power of available income has also declined. The value of the Zimbabwean
dollar is calculated using the following formulae:-

(i)

Real Value of the Zimbabwean Dollar
Divide one dollar with the CPI of the year under review

For example the Real value of the dollar for the year 2000 would be:
100cents = ZW$0.06
1573.6
This means that the Zimbabwean Dollar in the year 2000 was worth six
cents in 1990. This implies that, what 6 cents could buy in 1990 is what 100
cents buy in the year 2000.
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Do not forget to link your final wage demand percentage to the current
rate of inflation.
Table 14 shows an analysis of the minimum wages, real wages, real wage
index, minimum wage as a percentage of PDL and minimum wages as a
Page | 68 percentage of FPL in 2007.
Table 14: Minimum wages, real wages, the real wage index, minimum
wages as a percentage of PDL and minimum wages as a percentage of
FPL in 2007
Month
Inflation (Year on Year) (%)
Inflation (Month on Month)
(%)
Average Minimum Wage (Z$)
All items CPI (2001=100)
Avg.
Min.
Real
Wage
(2001,Z$)
CSO PDL (Z$)
CSO FPL (Z$)
Minimum wage/PDL (%)
Minimum wage/FDL (%)
`
Month
Inflation (Year on Year) (%)
Inflation (Month on Month)
(%)
Average Minimum Wage (Z$)
All items CPI (2001=100)
Avg.
Min.
Real
Wage
(2001,Z$)
CSO PDL (Z$)
CSO FPL (Z$)
Minimum wage/PDL (%)
Minimum wage/FDL (%)

Jan'07
1,593.6

Mar'07
2,200.2

Apr'07
3,713.9

June'07
7,251.1

45.4
110,000.00
968,338.9

50.5
220,000.00
2,008,932.1

100.1
220,000.00
4,032,633.7

86.2
616,000.00
11,666,826.7

11.36
566,400.00
160,700.00
19.42
68.45

10.95
1,715,100.00
500,000.00
12.83
44.00

5.46
2,600,000.00
950,000.00
8.46
23.16

5.28
8,000,000.0
3,085,000.0
7.70
19.97

July'07
7,634.8

Sept'07
7,982.1

Oct'07
14,832.6

Dec'07
66,212.3

31.6
2,336,422.00
15,358,172.2

38.7
5,700,000.00
23,808,624.60

135.5
12,000,000.00
56,068,474.30

240.1
28,000,000.00
441,490,118.50

15.21
11,000,000.00
4,067,000.00
21.24
57.45

23.94
22,658,409.45
7,473,384.85
25.16
76.27

21.40
53,360,554.25
17,599,821.32
22.49
68.18

6.34
420,124,452.22
138,568,937.21
6.66
20.21

Source: Own Calculated using CSO Data

Justification for wage demands
Negotiators should be able to further justify their wage demand through the
use of the following factors:
Company’s Ability to Pay
If the firms within the industry you are representing are performing better
and are attaining higher profit margins, this may show that the company’s
ability to reward its factors of production has increased. This can be the
justification for a wage increase and better working conditions.
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Productivity
If workers are in sectors where it is relatively easy to measure productivity,
they can base their wage negotiations on productivity. However, it becomes
the task of the trade union to promote worker productivity so as to enable
justifying wage increases and better working conditions. This method of
Page | 69 justifying wage increases is not encouraged for sectors where productivity is
not easy to measure, for example in the educational sector. It is difficult to
measure the productivity of each teacher at a given school. There are many
factors that determine whether a student does well in school other than the
teacher being ‘productive’.
(b) Non-wage Demands
It is important for negotiators to include non-wage issues that are directly
related to overall working conditions.
Technological Capacity Building
At the international level, consensus has now emerged on the importance
of re-organising the industrial structure towards technological intensive
production techniques. In terms of labour, workers are required to acquire
multi-skills so that they can perform several tasks. New forms of work
organisation must be encouraged to an extent that does not constitute
exploitation of workers.
Recent studies show that new techniques require radical changes in
management attitudes. Within the framework of the fashionable Japanese
approaches, firms are shifting from the traditional vertical organisational
structure towards a horizontal one, with emphasis on teamwork. It is
important for workers to acknowledge that skill requirements are changing
everyday as the economic activities change to meet with global competition
(refer to notes under ‘Globalisation’). National Employment Councils,
which are composed of both worker and employer organisations, should
play a more active role in designing workers’ training curriculum for their
specific sectors. This will reduce the need for employers to seek external
services or resort to retrenchments and employing another set of skilled
labour.
Retrenchments, Retraining and Redeployment
Negotiators should learn to negotiate on issues of retrenchments, retraining
and redeployment of retrenchees in order to minimise the social costs
involved. There is a legal framework that governs retrenchments, and
negotiators should be knowledgeable about the procedures for
retrenchment exercises. Retrenchment laws have not been changed in the
Labour Act. However, tax levied on retrenchment packages is subject to
annual change through the national budget.
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Privatisation and ESOPs
For unions representing parastatal employees, union negotiators should be
able to negotiate for better packages under the privatisation and
commercialisation process. This is in regard to; retraining, redeployment,
Page | 70 working conditions, retrenchment, shares (under Employee Share
Ownership Plans) and benefits accruing to employees if the parastatal goes
private. It is important that employees draft their position on privatisation
and any demands they have that will improve the welfare of employees.
Negotiating for Women and other Disadvantaged Groups
Negotiators should acknowledge the different sets of workers that they
represent. Disadvantaged groups in the work place often refer to women,
children and disabled workers. Negotiators need to protect these groups
against discrimination. These workers are usually found in the lowest
grades and should be more sheltered from income disparities and poor
working conditions. Female workers face a lot of problems at the
workplace, unfortunately, statistics show that less than 5% of total industry
negotiators are women. Negotiators are encouraged to protect female
workers during collective bargaining negotiations irrespective of the fact
that none of the negotiators are female.
Sexual harassment at the workplace
One of the main problems faced by women in the workplace is sexual
harassment.

Definition: Sexual Harassment
Section 8 of the Labour Act (in Zimbabwe): Sexual Harassment
“An employer or any other person,” demands from any employee or prospective
employee any sexual favour as condition of;i.
ii.
iii.

The recruitment for employment; or
The creation, classification or abolition of jobs or posts; or
The improvement of the remuneration or other conditions of
employment of the employee; or
iv.
The choice of persons for jobs or posts, training, advancement,
apprenticeship, transfer, promotion or retrenchment; or
v.
The provision of facilities related to or connected with
employment; or
vi.
Any other matter related to employment
Will be considered as an unfair labour practice (sexual harassment).
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It is important that trade unions advocate for strong
employer/union workplace policies against sexual
discrimination. Workers can appoint a union
Page | 71 representative to deal with sexual harassment claims.
However, it is crucial that a climate that promotes
victims of sexual harassment to come forward be
created. It is also important that these complaints be
taken seriously. The law against sexual harassment
and discrimination should not only be considered a
‘necessary’ written law, but be practised at the
workplace.

You know what, if we went
out for a drink at my place
sometime, we could end up
discussing among other
things a wage raise for you.

Remember: Other non-wage issues that can be raised during negotiations
depend on the level of collective bargaining (refer to notes under Key
players and the level of Collective Bargaining).
Step 4: Collective Bargaining Practices
Now that the position paper is complete (assuming that negotiators have
consulted fellow union staff and members), it becomes important to know
the best and bad practices of collective bargaining. These are never the rules
that are legally mandated, but they are the necessary human techniques
necessary for a negotiator to have recommendable negotiation skills.
Best Collective Bargaining Practices
 The (workers) collective bargaining team should always avoid
divisions within itself, and avoid fighting for glory. Usually its best to
appoint a spokesperson for the group as long as one is representing
the points that you have agreed on. It is important not to show
confusion, be organised.
 The sitting arrangement can determine the outcome of negotiations.
All parties to collective bargaining must treat each other as equals,
and sit around a table. It need not look like a classroom situation;
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 Negotiators must represent all the members in their union, (if there is
more than one registered union). Remember: if none of the
negotiators present are women, it does not mean that negotiators
should not negotiate for better working conditions for female
workers.
 The dressing of members is very important. All parties need to be
presentable, and should not feel belittled because of inferior dressing.
By the same token, over dressing can compromise your negotiation
power. Poor dressing can compromise your confidence;
 The language used can also affect the outcome of negotiations. This
also involves the way negotiators from both camps address each
other in such a meeting. Meetings should be attended, and on time.
Coming late for a negotiation meeting can generate wrong
perceptions about individuals or groups;
 There is need for tolerance i.e. negotiators need to be good listeners,
and tolerant of diverging / opposing views. A positive attitude
towards negotiations is critical. People should not be temperamental,
but always maintain their composure. The two sides should look for
common issues / interests and place more emphasis on these. This
helps in creating an atmosphere of togetherness;
 Negotiators need to have all their facts on their fingertips. It does not
pay to present arguments that cannot be substantiated. The team
needs to have up-to-date statistics and facts about performance of the
sector;
 All information that will be used in collective bargaining
negotiations must be checked for correctness and negotiators must be
able to interpret and explain all the information they bring to the
negotiations; and,
 Unions should not depend on the same negotiators. It is crucial that
unions train as many negotiators as possible. This will strengthen the
overall bargaining power of the union.
Bad Practices of Collective Bargaining
 Being unprepared for negotiation meetings is the worst of the bad
practices of collective bargaining;
 Parties should base their arguments on facts, and avoid using data
that they are not able to interpret;
 Giving unsustainable threats (of industrial action) should be avoided
at all costs;
 Sealing the agreement outside the mandate granted by the
constituency;
 Members of the same team should not give conflicting positions, for
it shows confusion and can weaken the side's position;
 Negotiators should not present half-truths; and,
 Personal attacks should be avoided.

72

Step 5:
If you have completed step 1 – 5, then you are ready to become an effective
negotiator and you can confidently begin collective bargaining
Page | 73 negotiations. It is also useful to have labour and economics specialists have
a look at your position paper if you feel it needs another person’s opinion.
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DISPUTE RESOLUTION

Sometimes collective bargaining agreements are not easily attained. Both
parties may fail to agree on the terms being stipulated by either party. This
may result in a labour dispute. It is imperative that negotiators know how
to deal with each type and level of dispute to solve it amicably. Dispute
resolution becomes one area that negotiators should be capable of
managing. Both employers and employees see dispute resolution as an
alternative to industrial action. Industrial action has risks for both the
employer and the employee. The former risks losing in terms of
productivity and sales, whilst the latter may risk an unsuccessful industrial
action, due to lack of workers’ solidarity or from a poor bargaining power
of the trade union. Dispute resolution becomes a better option to resolve
differences amicably.
Causes and Types of Disputes
Labour disputes are defined from their causes. Each type of dispute has
specific settlement procedures. There are two methods used to determine
the type of dispute:
Method I
The first method is based on the number of persons involved in the dispute,
which will determine whether it is an individual dispute or a collective
dispute. A dispute is individual if it involves a single worker or a number of
workers in their individual capacities or in relation to their individual
contracts of employment. A collective dispute involves a number of
workers collectively.
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Method II
The second method is based on the nature of issues involved, for example:
Conflicts of workers’ rights arise from either applying/interpreting workers’
rights. They may also be a result of establishing new workers’ rights.
Interest or economic disputes refer to disputes that arise from negotiators
Page | 75 failing to reach a common agreement under collective bargaining, that is,
their negotiations end in a deadlock.
NB: As collective bargaining negotiators, main focus should be on labour disputes
arising from collective bargaining procedures.
Dispute Resolution Procedures
Conciliation and mediation are the accepted collective bargaining dispute
resolution procedures for conflict on workers’ rights. For economic or
interest conflicts, the procedure for private arbitration is recommended.
Conciliation and Mediation
Conciliation and mediation refers to where a labour practitioner provides
assistance to resolve disputes between the parties involved, hence
reconciling parties to settlement. While the terms are used interchangeably,
the main distinction between them is the degree of involvement of the third
party (labour practitioner). Conciliation is where the third party brings
together the two parties in a dispute to discuss their own problems and find
their own solutions, whilst in mediation the third party goes further to
assist them in finding the solutions. However, in practice the two are one
type of procedure.
Arbitration
The procedure is when the third party (an arbitrator) is empowered to take
a decision, which disposes of the dispute. An award considered by the
arbitrator to be appropriate therefore replaces collective bargaining
negotiations.
In Zimbabwe, the Labour Act places emphasis on conciliation before
arbitration. Labour officers will not be issuing determinations (that override
negotiations), but will be considered as conciliators. Labour officers will be
required to conciliate disputes in 30 days instead of the previous 12
months.
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