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ABSTRACT This paper focused on the effectiveness of foreign aid in the developing countries with particular
emphasis on Zimbabwe. The background of the paper is that, Zimbabwe as a developing country received and
continues to accept foreign aid but is still underdeveloped. The investigation was based on a historical narrative of
foreign aid in Zimbabwe between 1965 and 2000. It argued that the idea of granting and withholding of aid were and
is still being used to influence the macro-economic policies of developing countries. This paper is essential largely
due to the fact that many developing countries clamor for more foreign aid yet little economic growth is being
achieved. The paper argues that foreign aid’s effectiveness can only be seen if people’s livelihoods are changed for
the better. The paper discovered that, foreign aid was granted to the Zimbabwean government and it made
tremendous contributions to the economy although it was largely tied to certain stipulations by donors which
impacted negatively to its purpose resulting in the Zimbabwean government becoming dependent on foreign aid.
The authors concluded that foreign aid is beneficial though its effectiveness is prejudiced by donor’s control.

INTRODUCTION

Among African experts, the belief is that the
more the developed north co-operated with the
south, the poorer Africa became. Increasingly,
even tangible western generosity has failed to
impress development experts and academics.
Foreign aid to Africa has generally benefited the
ruling elites, enabling and perpetuating corrupt
governments” hold on power, thereby entrench-
ing the pervasive under-development that has
ravaged the continent. Over the past five de-
cades, emergency assistance from the devel-
oped west, has helped avert hardships for many
of Africa’s poor, but failed to promote any sig-
nificant economic development. Foreign aid is
provided with sincerity that real economic de-
velopment begins when aid is directed to poor
and vulnerable communities in Africa.

Zimbabwe (formerly known as Rhodesia) is
a developing country in Sub-Saharan Africa
which has evolved from a colonial government
to a fully independent state. The British South
African Company (BSAC) had ruled Rhodesia
from 1899-1923 under an assumption that Afri-
cans would eventually assimilate into white so-
ciety. The belief in eventual assimilation ended

when Rhodesia became self-governing with
loose ties to Great Britain in 1923, an arrange-
ment they termed Responsible Government. Al-
most immediately, the relationship between the
government and Africans changed as separate
development became the rule between whites
and blacks (Kriger 1992).

Zimbabwe’s struggle to attain its indepen-
dence was spurred by self-determination and a
desire to bring development to majority of the
people. The liberation struggle (also known as
the Chimurenga) brought together the Zimba-
bwean people to fight against a system which
oppressed them. The war was fought on several
fronts by the military wings of ZAPU and ZANU
during the 1970s. The Zimbabwe African Peo-
ple’s Union (ZAPU), led by Joshua Nkomo, was
formed after the Government banned the Na-
tional Democratic Party (NDP). The Zimbabwe
African National Union (ZANU), founded and
led by the Reverend Ndabaningi Sithole, split
off from ZAPU in 1963 when a group of nation-
alists became unhappy with Nkomo’s leadership
and policies. Robert Mugabe replaced Sithole
as leader of ZANU in 1975. The two armies re-
mained at odds until 1976, when they joined forc-
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es against the Rhodesian Front. They named
the unified party the Patriotic Front (PF). This
united front renewed its attacks with vigor and,
for the first time, their efforts began to have a
demonstrable effect in Rhodesia.

The greatest challenge for the freedom fight-
ers was how to adequately equip, feed, clothe
and provide health services to thousands of
potential freedom fighters languishing in refu-
gee camps in neighbouring countries. The solu-
tion lay in taking maximum advantage of the bi-
polar conflict and appeal for military assistance
from whoever was willing to assist in the war of
liberation. Military offers with strings attached
to them were declined. Some countries offered
troops to fight on behalf of the freedom fighters
but such offers were not entertained in fear of
internationalizing the conflict. In addition, the
political leadership successfully avoided swoop-
ing colonial masters by adoption of the slogan
‘we are our own liberators’ (Mandaza 1978).

The Rhodesian conflict was waged against
a background that African colonies had partici-
pated in the two World Wars in defence of Brit-
ish, Belgian and French independence against
German domination. World War 1l had a particu-
larly significant impact on the colonized Afri-
cans. They participated in some of the bloodiest
campaigns where they witnessed for the first
time their white colonial masters in a state of
shock and fear. Seeing the white soldiers dying
in large numbers was hitherto unimaginable to
the colonized Africans. The long-term signifi-
cance of this experience was that the Africans
also demanded independence from their colo-
nial masters. Where this was not granted, the
resort to armed struggle was considered a via-
ble option. This was in line with Clausewitzian
thought which stated that:

“Armed conflict is adopted as a means to
impose our will on the enemy”” (Mandaza 1978).

Zimbabwe gained its independence in 1980
and this was a critical turning point not only for
the country but for other struggles in the re-
gion. During the armed struggle, approximately
80,000 Zimbabweans died in the fight for freedom
and Zimbabwe’s continuing solidarity with the
struggles in South Africa and Namibia claimed
many lives and partly contributed to economic
hardships. It is therefore, against this background
that foreign aid was granted in Zimbabwe.
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The developing countries (especially Afri-
ca) are struggling with chronic poverty since
the advent of political independence for more
than fifty years, and many Africans view this
chronic problem as Africa’s own making. Afri-
can development experts and academics have
blamed foreign aid for the continued and seem-
ingly intractable crisis of poverty that is con-
fronting the continent. Africa’s war on poverty,
funded principally by foreign aid, has led to re-
forms which have made Africans poorer. Africa
presents a glaring paradox. It has received around
$1 trillion of aid in the last half century, equiva-
lent to $5,000 for every African living today if
distributed in today’s prices. However, it is the
only continent in which the proportion of poor
inhabitants has grown over the past thirty years,
and is expected to increase by 100m by the year
2015. Nearly eighty percent of the world’s heavily
indebted poor countries are to be found in the
African continent (Commission for Africa Report
2005: 174).

However, it is in comparison to Eastern Asia
that the most glaring of disparities comes to light.
In 1975, the average income in Africa was twice
that of East Asia. In spite of having a much larg-
er population and receiving of aid worth only
one-fifth of that received by Africa over the same
period of time, average incomes in East Asia are
now more than twice those of their African coun-
terparts. The pursuit of economic growth in East
Asia has lifted countless millions out of abso-
lute poverty, especially in countries like China
where output per head has boomed (OCED 2001).

Foreign Aid

It is a form of assistance by a government or
financial institutions to other needy countries,
which could be in cash or kind (Ajayi 2000: 117).
Lancaster (2007:9) defines foreign aid as a vol-
untary transfer of public resources, from one
government to another independent govern-
ment, or a Non-Governmental Organization
(NGO), or to an international organization (such
as the World Bank or The United Nations De-
velopment Program (UNDP)) with at least a 25
percent grant element, with the goal of which is
to improve the human conditions in the country
receiving the aid. Such a definition is inclusive
since it includes activities intended primarily to
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address global issues such as Human Immune
Virus/ Acquired Immune Deficiency Syndrome
(HIV/AIDS) and global climate change, democ-
racy promotion, and support for economic and
social transitions in former socialist countries.
Moreover, the definition is more expressive in
what it embraces.

Foreign aid refers to the transfer of real re-
sources from governments or public institutions
of the richer countries to governments of less
developed countries (LDCSs) in the Third World
(Riddell 2007). Foreign aid is an important for-
eign capital in developing countries (Chenery
and Strout 1966). The Organization of Economic
Cooperation and Development (OECD) define for-
eign aid as flows to countries and multilateral insti-
tutions provided by official agencies and govern-
ments. Foreign aid must be developmental (which
excludes military and private investment). Itis also
concessional that is the terms and conditions of
the finance package must be softer than those avail-
able on acommercial basis.

Development Assistance Cooperation (DAC)
defines as Official Development Assistance
(ODA) official flows with a grant element of greater
than 25 percent at a 10 percent discount rate
(Grant, 1999). Aid is defined as official develop-
ment assistance (ODA). ODA consists of flows
of resources to developing countries and multi-
lateral institutions provided by official agencies,
including state and local governments, or by their
executive agencies, each transaction of which
meets the following criteria:

a) Ifitis administered with the promotion
of the economic development and wel-
fare of developing countries as its main
objectives and;

b) If it is concessional in character and
contains a grant element of at least 25
percent

Foreign aid can also be in the form of eco-
nomic assistance such as:

a) Investment in the economy of the needy

country.

b) Loan.

¢) Infrastructural development, etc. (Fuhrer
1994:11-12).

In terms of the International relations theo-
ry, foreign aid is defined as voluntary extension
of resources from one individual or society to
another (Mauss 1967). This comprises econom-
ic exchange. This includes social relations which
are narrowly defined by contractual agreements,

with redistribution and it is defined by political
rights (Sahlins 1972). Foreign aid is viewed as a
useful policy instrument because it is relatively
benign, flexible and multi-purpose (Grant 1998).

Aid can be provided as cash grants, conces-
sional loans, debt cancellation or relief or in the
form of commaodities such as road construction
(Lancaster 2007). It can be used to finance re-
search, technical assistance and training for in-
dividuals in recipient countries or it can be pro-
vided as an incentive from recipients to adopt
policies favoured by the donor. Loan is money
or other valuable item that an organisation, indi-
vidual or a country lends out usually with inter-
est. However, it is important to appreciate that
loans granting is connected to debt servicing
(Oyejide et al. 1985: 9).

Aid can be multilateral or bilateral. Bilateral
aid is when one state (such as a Britain or Aus-
tralia) gives directly to another state (Kanbur
2003: 2). Multilateral aid is when assistance is
given by an organization consisting of more than
one state such as the World Bank, IMF (Interna-
tional Monetary Fund), or assistance provided
by development agencies of the United Nations
such as UNDP and the World Food Programme
(WFP), as a concessional assistance provided
by limited membership multilaterally established
by the European Community and members of
the Organization of the Petroleum Exporting
Countries (OPEC) (Kruger and Ruttan 1989: 33).
Multilateral aid is preferred to bilateral aid. The
latter is, more often than not, tied to specific
conditions, which invariably result in a depen-
dent relationship by the receiving country. How-
ever, multilateral aid may not be either in terms
of meeting certain conditions by the recipient
countries. For example, the IMF and World Bank
have very stiff conditions that borrower-coun-
tries must satisfy to be able to enjoy their credit
facilities. This investigation focuses on foreign
aid granted for developing purposes irrespec-
tive that it is bilateral or multilateral. Therefore,
the project looks at the macro- economic impact
of foreign aid.

Obijectives of Foreign Aid

According to the US Congress Budget Of-
fice Report (1999) before World War 11, the basic
objective of foreign aid was for political and mil-
itary support. After the war, attention turned to
the provision of immediate disaster relief to the
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countries devastated by war to help Western
European countries to rebuild their shattered
economies. During the 1990s most countries
changed their primary objectives of giving aid
to improvement of the lives of the poor (Sogge
2002). Sogge (2002) identifies three basic objec-
tives of the World Bank and OECD countries in
giving aid, namely:

a) Reducing material poverty, chiefly
through economic growth, but also
through the provision of public infra-
structure and basic social services

b) Promoting good governance, chiefly in
effective, honest and democratically ac-
countable institutions to manage the
economy and the legal order, but also in
promotion of civil and political rights

c) Reversing the negative environmental
trends (Sogge 2002).

Foreign aid is seen as motivated by the dis-
parities that exist between the living standards
across countries in the world which have be-
come spectacularly large. The disparities have
been promoted by the following four factors:

a) Productive capacity — poor countries
do not produce very much.

b) Lack of physical capital

c) Lack of human capital

d) Lack technology and functioning insti-
tutions (Tarp 2009: 20).

As aresult of the lack of these four attributes,
the mass of unskilled labour present in the coun-
try is highly unproductive with negative impli-
cations for nearly all aspects of well-being. In
addition, accumulation of the above mentioned
attributes relies on public-private partnerships.
Even strong market oriented economies, such
as the United States, rely on the public sector to
supply basic economic infrastructure such as
roads, bridges, education, to fund research and
development for new technologies. This high-
lights the important role of institutions both for
current and future production levels (Tarp 2009:
20). However, Rakner and Mulaisho (1999) show
that some foreign aid donors have provided aid
with the sole objective of having influence on
the recipient countries. They refer to this as con-
ditionality-based foreign aid.

Foreign aid’s main role was to improve living
standards significantly so that poor countries
can produce more. To produce more, poor coun-
tries must initiate and maintain long run cumula-
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tive processes to build physical capital and hu-
man capital. This is done by acquiring technolo-
gy, and cultivating institutions that facilitate
growth. The role of aid for development, broad-
ly conceived, is to support these long run cu-
mulative processes. The success of the aid en-
terprise in accomplishing this objective is the
focus of this message (Tarp 2009: 21).

Economic growth and social distribution is
often viewed as the primary driver of poverty
reduction and therefore assumptions of the im-
pact of aid on poverty are commonly drawn from
the impact of aid on growth. However, foreign
aid can reduce poverty through other channels
than growth. For example, foreign aid can finance
projects which directly benefit the poor. Alter-
natively, aid can have an indirect effect by fi-
nancing areas of government spending which
are likely to benefit the poor. Kosack (2003) not-
ed that aid can directly increase welfare but only
in democratic countries. This line of thinking
stems from the work of Burnside and Dollar (2000)
who stated that “good policy countries can
achieve economic growth while maintaining ac-
countability of the government to its people”.
However, there is strong evidence that foreign
aid has an indirect impact on poverty and well-
being through its impact on pro-poor expendi-
tures of recipient countries (Mosley and Hudson
2001).

Since foreign aid therefore supplements gov-
ernment revenue, it is very hard to isolate the
effects of aid from the impact of other govern-
ment expenditures. The general perception is that
foreign aid has little impact on growth and pov-
erty reduction since successive governments
directed little expenditure towards the social sec-
tors. Foreign aid can boost development and
growth by funding the expansion of crucial in-
vestments, such as in education, health or infra-
structure (Roberts 2003). Aid can even fund ex-
panded consumption, which again, under the
right circumstances such as wages or salaries
for teachers and health workers can foster eco-
nomic progress.

According to OECD (2002), approximately
one third of all foreign aid from Development As-
sistance Committee (DAC) members was used
for social and administrative infrastructure in
2000. This includes education, health, popula-
tion, and other social expenditures. About 16
percent went towards economic infrastructure,
and the remaining amount was divided fairly
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equally among production, multi-sector program
assistance, debt relief, emergency aid, adminis-
tration, and other sectors.

Foreign aid is something which is supple-
mentary on to something which increases and is
extra to what the aid-recipient country has been
providing in resources (Riddell 2007). Foreign
aid can be considered as a subsidy. As such, aid
is supposed to provide temporary financial as-
sistance in order to encourage certain long-term
behaviours: revenue collection, investment in
physical and human capital, and establishment
of institutions of a developmental state (Moss
etal. 2006).

The importance of foreign aid can be seenin
bringing transformation in the livelihoods of the
recipients. Effectiveness cannot be measured
only by the change of the Gross Domestic Prod-
uct (GDP) without emphasizing the need to de-
velop the once underdeveloped nations. Ac-
cording to the United Nations the quality of aid
is important as its quantity (United Nations 2006).

The paper takes the reasonable position
that aid is helpful unless evidence renders it to
be ineffective.

Economic Impact of Foreign Aid

Most studies show that where aid has dom-
inated, pride and ambition have given way to
dependence and deference, and where it has
been targeted, public management and services
have either decayed or collapsed, poverty and
inequality have worsened, and insecurity has
prevailed (Sooge 2002).

Rwanda as an example where many devel-
oped countries helped to position the country
at the edge of the abyss of genocide only to
disclaim any responsibility in the aftermath. With
a few exceptions, Korea, Botswana and Hondu-
ras where aid has had a significant impact on
poverty reduction, improved social services and
competent public institutions, in a much larger
number of countries (Cuba, Zambia, Democratic
Republic of Congo, Haiti, Sierra Leone, Somali)
western aid has played a minor role in building
efficient public sector and in lifting millions out
of poverty. In some cases, states that were ma-
jor recipients of aid are today collapsed states
(for example Congo DR, Sierra Leone, Somali),
(Sooge 2002).

Empirical evidence is mixed, with different
studies reaching different conclusions depend-

ing on the time frame, countries involved, and
assumptions underlying the research.

Four broad views have emerged to disen-
tangle the complex relationship between aid and
growth. Aid has a positive relationship with
growth on average across countries (although
not in every country), but with diminishing re-
turns as the volume of aid increases (Radelet
2006). These four broad views on the effect of
foreign aid on economic growth as follows:

(a) Aid increases investment finances invest-
ment, and adds to the capital stock

(b) Aid increases the capacity to import cap-
ital goods or technology.

(c) Aid does not have an adverse impact on
investment and savings.

(d) Aid increases the capital productivity
and promotes endogenous technical
change (Mavrotas 2010)

Singh (1985) also found evidence that, for-
eign aid has positive and strong effects on
growth when state intervention is not included.
Burnside and Dollar (2000) pointed that, aid
works well in a good-policy environment. This
has important policy implications for donor com-
munity, multilateral aid agencies and policymak-
ers in recipient countries. Good policies are low
inflation, zero or low budget deficits with an open
trade regime, a liberalised financial sector and a
private sector friendly government. Developing
countries with sound policies and high-quality
public institutions have grown faster than those
without them, 2.7 percent per capita GDP and 0.5
percent per capita GDP respectively (Burnside
and Dollar 2000). One percent of GDP in assis-
tance normally translates to a sustained increase
in growth of 0.5 percent per capita. Some coun-
tries with sound policies received only a small
amount of aid yet still achieved 2.2 percent per
capita growth. The good management, high-aid
groups grew much faster, at 3.7 percent per cap-
ita GDP (World Bank 1998).

However, it must be noted that, large aid in-
flows do not necessarily result in general wel-
fare gains and high expectation of aid may in-
crease rent-seeking thereby reducing the expect-
ed public goods quality. Moreover, there is no
evidence that suggest donors take corruption
into account seriously while providing aid
(Svensson 1998). A permanent rise in foreign aid
reduces long-run labour supply and capital ac-
cumulation. Furthermore, it increases long-run
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consumption and has no impact on long-run
foreign borrowing. Gong and Zou (2001: 118)
noted that foreign aid depresses domestic sav-
ing; it is mostly channelled into consumption
and has no relationship with investment and
growth in developing countries. Gong and Zou
(2001: 105) also pointed a negative relation be-
tween aid and growth. While it is acknowledged
that aid have both positive direct and negative
indirect effects on growth.

This paper will attempt to assess if foreign
aid is effective by stimulating economic growth
in Zimbabwe.

METHODOLOGY
Participants

The paper did not use any participants since
it was a content analysis based research, which
evaluated relevant information.

Instrument

The instrument used in this paper was his-
torical research approach. This approach will
look at the historical development of foreign aid
in general and will investigate its effect on recip-
ient countries. The paper will look at how for-
eign aid was received in Zimbabwe and how the
economy evolved.

RESULTS AND DISCUSSION
Foreign Aid Inflows in Zimbabwe

Foreign aid is an important source of finance
to a majority of developing countries since it
supports the budgetary process and therefore
enhances the development of these countries.
Foreign aid is attractive to the developing coun-
tries because of the benefits it bestows on them.
The most vital benefit of foreign aid is the trans-
fer of technology which facilitates developing
countries to exploit their natural resources and
transform them into useful products (Lyanda
2001).

Zimbabwe at independence saw an increase
in development assistance particularly within the
frame work of the 1980 UN decade for develop-
ment in the Third World. Individual states had
supported the new government on various
fronts. Both IMF and World Bank have been
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foreign aid donors to Zimbabwe. The World Bank
has been the largest donor to Zimbabwe since
1980. Between 1980 and 1981 Zimbabwe received
14 Bank loans and four IDA credits totalling
US$657 million (Dashwood 2000). During that
period, US$51 million went towards promoting
agricultural development in the communal ar-
eas, US$136 million to the rehabilitation and ex-
pansion of exports of the manufacturing sector,
US$150 million to the energy sector, US$141 mil-
lion to the transport sector, as well to the other
smaller projects, such as urban development and
support to small scale enterprise (Dashwood
2000: 68).

Table 1 shows the foreign aid inflows en-
joyed by the Zimbabwean government from
multilateral institutions (World Bank, Interna-
tional Monetary Fund and African Development
Bank). From Table 1, Zimbabwe has received high
levels of foreign aid for a long period. Table 1
also shows that the granting of aid was stopped
after 2000 largely because of the deepening cri-
sisin Zimbabwe. Lancaster (1999: 67) states that
any disruption of foreign aid can disrupt the
growth of the economy. The country’s land re-
form programme in 2000 triggered, declared and
undeclared sanctions against Zimbabwe. These
sanctions were imposed on Zimbabwe by multi-
lateral financial institutions. The sanctions meant
that Zimbabwe was ineligible for access to fi-
nancial, technical assistance, suspension of
voting rights and suspension of balance of pay-
ments. This meant that after 2000 Zimbabwe was
isolated and which precipitated the economic
crisis in that country. Dependency is regarded
as impacting on the initiative and accountability
of recipient government (Lancaster 1999). There-
fore, the crisis of Zimbabwe can be viewed as a
break of ties between multilateral financial insti-
tutions and Zimbabwe.

The introduction of foreign exchange ration-
ing in Zimbabwe was ill-advised. This came
about with the devaluation of the dollar and other
measures of austerity. According to Tandon
(2008) this was the first step on the slippery road
to dependence. The structural adjustment pro-
grams made Zimbabwe to be accountable to the
multilateral financial institutions. This is regard-
ed as creating a mentality of entitlement (Lan-
caster 1999). This is when foreign governments
and international institutions finance a signifi-
cant proportion of government expenditures,
particularly investment expenditures, and where
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Table 1: Foreign aid inflows by multilateral financial institutions (US$)

Year Imf World Bank African Development Bank
1980 0 0 0
1981 0 104,917,535,8 0
1982 0 45,478,573,51 25,342,914.53
1983 0 133,760,761,05 57,22,913,63
1984 2,058,441.000 36,467,113,09 0
1985 0 9,668,219,07 67,798,983,37
1986 0 10,000,000,00 0
1987 0 0 0
1988 0 130,121,817,97 28,612,977,32
1989 0 0 19,286,995,95
1990 0 127,243,010,98 145,027,034,56
1991 0 62,386,243,86 15,218,604,29
1992 216,150,000,00 299,810,150,15 180,428,222,49
1993 65,656,168,00 226,592,641,86 37,966,823,,47
1994 76,642,125,00 0 11,090,644,2
1995 75,492,900,00 0 11,686,232,22
1996 0 32,99,074,25 0
1997 0 4,037,287,79 1,940,910,99
1998 53,802,392,00 5,796,928.56 39,074,27
1999 32,233993.40 88,856,697,27 0
2000 0 0 0
Total 522,036,019,40 1,348,062,768,39 524,789,416,76

many decisions on governments are left to those
foreign governments and institutions. The struc-
tural adjustment programmes which had condi-
tions reduced responsibility and accountability
of Zimbabwean government to its own popula-
tion. It meant that external forces were to solve
national problems (Tandon 2008).

Zimbabwe received a lot of development as-
sistance mainly within the framework of the 1980
UN decade for development in the Third World.
Zimbabwe had been supported also by inde-
pendent states on various fronts. It is mentioned
that at launch of Zimbabwe on Reconstruction
and Development (ZIMCORD) in March 1981
the United States pledged $225 million over a
three-year period towards government goals of
post-war reconstruction, distribution and devel-
opment of land, and the development of skilled
manpower. It is stated that of the amount con-
tributed 94 percent came from western countries.
By the end of 1986 the US had contributed $380
million, the majority in grants, with some loans
and loan guarantees. Such evidence shows that
Zimbabwe received foreign aid and was direct-
ing it towards its reconstruction and develop-
ment. The question remains whether foreign aid
that was received in Zimbabwe was able to meet
its expectations (Chigora and Dewa 2009: 1-2).

Despite the constraints which restricted
growth rate, Zimbabwe had been just success-

ful enough from 1984 to 1987 to do without the
IMF programme and therefore remain resistant
to IMF leverage. The Zimbabwean economy was
inadilemma. At one side it had to provide for the
majority of its disadvantaged peasants and at the
same time comply with the demands of the Inter-
national Financial Institutions (Colin 1988). De-
spite experiencing internal and external imbalanc-
es the economy was manageable. Zimbabwe had
agood credit rating, and that it was not reliant on
a single primary commodity export, reduced its
external vulnerability. Zimbabwe was thus in a
better position to resist the leverage of foreign
donors than most other developing countries.
One of the examples was when the World Bank
refused to refinance an extended Export Revolv-
ing Fund (ERF), originally set up in 1983, unless
Zimbabwe agreed to adopt trade liberalization.
However, the Zimbabwean government was
not prepared to liberalize in 1987; it secured com-
mercial credit from Barclays Bank and Standard
Chartered, both British banks, to finance ERF.
This remained the situation until it succumbed
in 1991 through implementation of the structural
adjustment programme in dealing with the World
Bank which has been the largest world donor
(Colin 1988). The total amount of aid could be
seen from the debt structure. Zimbabwe by 1992
had accumulated a debt of Z$14.2bn including
the Z$1.2bn inherited at independence under the
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Lancaster House commitment. Tied to the aid
that has continued to flow to Zimbabwe particu-
larly in the first decade of independence, it is
argued that despite dramatic changes of regime
goals and values the newly emergent Afro-Marx-
ist regimes find themselves not capable of break-
ing out of a structure of dependency and un-
equal exchange (Schwartz 1999).

It is important to note that Zimbabwe’s de-
pendency was defined by aid which had condi-
tions attached to it. The structural adjustment
program conditions did not favour the Zimba-
bwean government but rather the donors. The
idea that no issues are purely technical holds
ground. Hayter (1971) argued that the policies
of the World Bank, International Monetary Fund
responded to the political interests of the Unit-
ed States and other developed countries (Hay-
ter 1971:151). This meant the Zimbabwean gov-
ernment became more accountable and respon-
sive to its donors rather than to its people.

The economy of Zimbabwe was better com-
pared to its African counterparts in its ability to
manage its debt. In addition to Zimbabwe’s trad-
ing position, the government was not over-
whelmed by the global crisis in the early 1980s.
Itis argued that because the Zimbabwean econ-
omy was sound in the late 1980s it came to con-
sider market based reforms. However, it can be
pointed out that this makes it implausible the
argument that there was pushed in to implement-
ing reforms by the International Financial Insti-
tutions. Rather the government was motivated
to promote faster economic growth and to make
the economy respond better to changing inter-
national conditions (Dashwood 2000). Nzira-
masanga (1998) states that during the 1980s pro-
ductivity was generally low in Zimbabwe. Hence
capital formation was the main factor driving
economic growth.

The dependence of foreign aid on develop-
ing countries has led them to seek more aid with-
out any development (Lancaster 1999). It is ar-
gued that although more foreign aid has been
received in developing countries, it has not been
effective. This has led many to view foreign aid
with scepticism of its role in promoting econom-
ic growth. Zimbabwe is no exception to this since
it has received foreign aid, the gap between the
poor and the rich has not been closed but in-
stead it has widened. Effective foreign aid will
promote growth and hence create opportunities
for the poor. This line of thinking is borrowed
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from the modernisation theory which perceives
capitalist development as possibility for all na-
tions. Despite this, many developing countries
are yet to experience the tide of economic growth.

Foreign aid to Zimbabwe in the late 1980s
averaged about US$200 million (Lundahl 2001.:
203). When ESAP was launched foreign aid start-
ed to flow in, raining the value to close to US$500
million in 1991 and to over US$800 million in
1992. The Zimbabwean government had defend-
ed it policies of being home grown although
close involvement of the World Bank in its for-
mulation (Gibbon 1995). Pledges were made af-
ter its first donor Paris conference in March 1991,
including US$125million from the World Bank
(Bond 1998).

These pledges of finance seemed to signify
donor approval of the pace and content of Zim-
babwe’s reform programme. However, it is out-
lined how increasing reliance on donor funds,
as ESAP began to be implemented, led to the
control of the program being transferred to the
World Bank and IMF (Stoneman 1991). Donors
had become reluctant to release the support
pledged in March 1991 on the argument that
government monetary policy was too wayward,
although a desire to have the IMF involved in
the programme was also evident (Gibbon 1995).
By June the World Bank was pressing for faster
implementation of the reforms and by mid-1991
slow disbursement of the donors’ financing was
causing serious Balance of Payments problems
(Bond 1998).

In October 1991 the government was forced
to seek balance of payments support from the
IMF. In November the World Bank, which had
not released money pledged in March, now
made its US$125m conditional on an IMF loan
and the United States and United Kingdom re-
fused to release funds until the World Bank did
(Stoneman 1991; Zwizwai 1991; EIU 1992: 1). Fol-
lowing an IMF mission in November 1991, IMF
funding was finally agreed in late January 1992,
worth US$484m over three years. The extra con-
ditions were necessary for this was not made
public although they included devaluation, fur-
ther budget deficit cuts, trade liberalisation and
parastatal reform (EIU 1992: 2). The US$700m
already pledged in March 1991 now began to be
released to Zimbabwe (EIU 1992). This in effect
transformed support for a home-grown adjust-
ment programme promised in March 1991 into
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support for an IMF programme in 1992 (EIU 1992;
Africa Economic Digest 1991).

Through 1992-94 the reform programme con-
tinued with a third round of Paris talks in

December 1992 at which US$1.4bn was
pledged for ESAP support (Gibbon 1995) and a
fourth round in December 1993 (EIU 1994: 1).
Throughout this period donors urged an accel-
eration of the reforms including more rapid liber-
alisation of imports, liberalisation of foreign ex-
change regulations and liberalisation of profit
remittances by foreign companies in early 1994
(EIU 1994: 1). However, a persistently high gov-
ernment deficit led to the suspension of Zimba-
bwe’s IMF agreement in June 1995 with disagree-
ment continuing until 1998. In 1995 the IMF de-
clared Zimbabwe off-track because the fiscal
deficit had risen.

Itis viewed that the effectiveness of foreign
aid can only be present if there is good gover-
nance. Good governance and external factors
influence aid’s effectiveness (Lundahl (2001,
204). According to the UNDP (2008) recipient
countries such as Zimbabwe need to manage
their aid flows carefully in order to benefit in
poverty reduction and growth. Political factors
which undermine governance have disrupted the
economy of Zimbabwe making it impossible to
promote growth (Lundahl 2001). The Zimbabwe-
an government benefited from substantial in-
flows of foreign aid after 1980 for reconstruction
and development these inflows were not suffi-
cient to prevent a huge increase in foreign bor-
rowing, which created another burden in the
form of a radical jump in the debt service after
1982 (Dashwood 2000).

However, other views show that the foreign
aid regime perpetuated dependency to the mul-
tilateral financial institutions. Tsvangirai the
leader of the opposition states that:

“...if we want to be a government our phi-
losophy would be based upon defining our own
priorities and going to our international aid. |
realised this when Zimbabwe attained its inde-
pendence. It actually became, dependent rath-
er than independent. For 15 years the Smith
regime, let’s forget about the horror of it all for
a minute, there was not a single item of foreign
aid to this country. Yet, during that period, the
country was able to develop although only in
the minority sense. But the infrastructure was
laid, not because of aid but because of the in-
genuity, the entrepreneurship, that was dem-

onstrated and developed, during that period.
What | am trying to say is that, based on aphi-
losophy that was proven, Aid dependence can
be a hindrance, if not properly administered it
can actually damage” (Extracted from: Chan
2000: 65).

Development assistance resulted in depen-
dency as it induces a lazy, slavish, dependent
mentality and culture across society from gov-
ernments to villagers. Moreover, this undermines
the peoples’ faith in themselves and the fact that
they can make it on their own. It is also viewed
that development should be situated within the
context of the country concerned (Karikari 2002).
It is argued that people can best develop from
the foundations of their indigenous knowledge
which is embedded in the culture of the people,
adding that imposing a notion of modernity on
Africa will not yield desired results. It is also
argued that the African elites who are regarded
as surrogates of the Western culture to fashion
indigenous development plans (Prah 2002).

Evaluation of Foreign Aid and its Effectiveness
in Zimbabwe

The Zimbabwean economic policy and so-
cial goals believed that the economy would grow
at a fast rate enough to generate sufficient reve-
nue to fund development. Such hopes were not
speculative at the beginning of the indepen-
dence decade. In the immediate post-indepen-
dence period growth in Growth National Prod-
uct (GNP) was achieved, mounting to 11 percent
in 1980 and 12 percentin 1981 in real terms (Mlam-
bo 1997: 40). However, the economy’s boom
ended in 1982 when the nation plunged into an
economic crisis. This was largely contributed
by the severe drought which incapacitated the
economy; this resulted in many people facing
death because of lack of drinking water, hunger,
malnutrition and disease. This disaster led to
the diversion of considerable financial resourc-
es from economic development towards drought
relief, spending an estimated US$209 million on
food imports. Mlambo (1997 estimates that the
total financial costs of the 1982-83 drought to
Zimbabwe was approximately US$479 million. It
is noted that such expenditure, coupled with loss
of export earnings due to the drought, increased
the country’s balance of payments deficits over
30 percent. Zimbabwe battled battling with neg-
ative impact of the drought; a world recession
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compounded the country’s woes by reducing
the volume of Zimbabwe’s exports (Mlambo 1997:
43).

According to UNDP (2008: 59) the effective-
ness of official development assistance in
achieving economic development and broader
development objectives can be divided into the
process of delivering aid and the impact of aid in
achieving development objectives. The process
or efficiency of delivering aid relates to how var-
ious actors especially the recipient and donor
countries can strengthen coordination mecha-
nisms, reduce transaction costs for partner coun-
tries, improve aid predictability, and support
home-grown development plans. The impact of
aid relates to the current evidence of the effica-
cy of aid in achieving intended objectives and
outcomes.

The effectiveness of foreign aid in Zimba-
bwe was largely influenced by economic reforms
which were not internally oriented. Collier (2007:
109) states that when the government of Zimba-
bwe launched economic reforms in the early
1990s, the Minister of Information told the local
press,

“They’re not our reforms, and they’re the
IMF’s. We had to do them”.

Such a statement made the government deny
responsibility if they fail to achieve the desired
objective. In terms of economic results in Zim-
babwe, the reforms have been disappointing.
By the government’s own targets set out in the
1991 Framework document, ESAP was seen to
be failing, one commentator dismissing the eco-
nomic targets as ESAP’s fables (Gibbon 1995).
Growth averaged 1.7 percent per year from 1991-
1995 (over the period of IMF support) compared
to the ESAP target of 5 percent per year. Despite
a recovery to 7.3 percent in 1996 growth was
down to 3.5 percent in 1997 with projected fur-
ther falls in 1998 (World Bank 1998; IMF, 1998a).
IMF (1988b) states that per capita income was
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estimated to have fallen by 9 percent over the
period 1990-1996.

The budget deficit remained stubbornly high
atan estimated 13.4 percent of GDP in 1995 and
still over 10 percent in 1998 (EIU 1995:4; Gibbon
1995: 123). Inflation was an estimated 18 percent
in 1997 rising to over 30 percent by the summer
of 1998 with interest rates similarly high (World
Bank 1998). Yet this poor economic performance
has been on the basis of hugely inflated foreign
borrowing. The original ESAP target of a fairly
low proportional level of foreign financing for
the reforms (US$3.5bn out of US$16bn) and the
maintenance of a fairly low debt service ratio of
20 percent, has in fact seen Zimbabwe turn into
one of the most indebted countries in Africa (Gov-
ernment of Zimbabwe 1991).

Table 2 demonstrates the contributions of
the three factor inputs to GDP growth from 1960
to 2007. The analysis reflected that the growth
in labour and capital were the main sources of
GDP growth in this period. The first decade
marks the strongest growth in real GDP for Zim-
babwe, Total Factor productivity (TFP) contrib-
uted significantly to output growth in this peri-
od increasing by 2.7 percent year for the decade
as a whole. In the subsequent decades, the
growth in the labour force made an increasingly
significant contribution to real GDP growth. In
other words, Zimbabwe’s GDP growth during
this period has been achieved largely by adding
labour to the production. The decline in the con-
tribution of capital in the post-independence
period reflected the earlier-mentioned declining
levels of investment that stemmed from the gen-
erally poor investment climate, consecutive
droughts, and weak demand for Zimbabwean
exports. During the 1990s, the small increase in
capital’s contribution to growth in the 1990s was
most likely the result of policy reforms at that
time which were aimed at increasing private
investment.

Table 2: Zimbabwe: Sources of Growth, 1960-2007 (in % per annum)

1960-1970 1971-1980 1981-1990 1991-2000 2001-2007
Real GDP growth 6.1 4.3 0.9 -5.0
Factor growth rates (pcecent)
Capital 4.7 0.4 1.5 0.4
Labor 2.7 3.2 4.2 2.4 2.3
TFP 2.7 -0.7 1.4 -1.1 6.6
Trend TFP growth 0.9 -0.2 -0.5 -0.9 1.8
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Table 3 shows the change of production in
the GDP of the Zimbabwean economy. There is
a sharp decline of the agriculture and manufac-
turing sector which are the main sources of em-
ployment. It contributed 18 percent in 1985, 19
percent in 1990 19 percent again in 2000 and
finally 11 percent in year 2010. Construction con-
tributed 2 percentin 1985, 3 percentin 1990, 2
percentin 2000 and 1 percent in 2010. Manufac-
turing contributed 21 percent in 1985, 20 percent
in 1990, 18 percent in 2000 and 15 percent in
2010. Services show a respectable increase with
48 percent in 1985, 47 percent in 1990, 53 percent
in 2000 and 55 percent in 2010.

Table 3 : Zimbabwe Structure of Production, 1970-
2009 (Percent of GDP)

1985 1990 2000 2010

Construction 2% 3% 2% 1%

Agriculture forestry 18% 19% 19% 11%
and fishing

Manufacturing 21% 20% 18% 15%

Services 48% 47% 53% 55%

In his arguments pertaining to foreign aid,
Moyo (2009) perceives that foreign aid for alle-
viating poverty is a myth since it has been and
continues to be, an unmitigated political, eco-
nomic and humanitarian disaster for most devel-
oping countries (Moyo 2009). The vicious cycle
of aid is viewed as one that chokes off invest-
ment, encourages dependency and facilitates
corruption. In addition this cycle perpetuates
underdevelopment and guarantees economic fail-
ure in poor regions. Moyo (2009) also touches on
the paradox of plenty, insisting that aid instigates
conflicts in Africa. This raises questions as to
why the same continent that receives the largest
amount of aid is the most conflict ridden place in
the world. Knack (2000) estimates the costs of
armed conflicts in Africa between 1990 and 2005
exceeded US$300 billion an amount which is al-
most equal to overseas development assistance
in the same period (UNDP 2007). This raises a lot
of questions for example the crisis in Zimbabwe.
It can be argued that foreign aid should work
since it supposed to be given in a good policy
environment (Burnside and Dollar 2000).

However, it can be argued that Zimbabwe
was given foreign aid when its policies were
regarded as good but this escalated into a cri-

sis rather than development. Moreover, the cri-
sis was caused when Zimbabwe became respon-
sive to the peoples demands and which led to
fallout with the multilateral institutions.

It is viewed that the fiscal policy of Zimba-
bwe never supported growth. Instead of being
supportive of growth and poverty reduction, the
government’s macro-economic policies have
often constituted the main binding constraints.
During 1980s, Zimbabwe’s record of social ser-
vice delivery (education, health, basic services
and infrastructure) and public sector growth (civil
service, parastatals) was ostensibly impressive.
However, this was achieved at a high cost in
terms of unsustainably high budget deficits,
whose harmful effects were high inflation and
the crowding out of private sector credit. With
the drying of capital flows since 1997, this has
led to low economic performance of Zimbabwe
(UNDP 2008).

The question on effectiveness of foreign aid
becomes important when one looks at the rea-
sons it is being granted. Foreign aid is viewed
as a medium that promotes economic growth
hence promoting development. In other words
foreign aid is seen as a tool to modernization.
Mosley and Hudson (1992) suggest that there
are four stages of foreign aid effectiveness:

a) low aid, low growth stage where a near
subsistence economy is cut off from aid
because of war, political instability, or
economic mismanagement,

b) high aid, low growth stage in which in-
creased aid flows have no immediate im-
pact because of gestation lags;

c¢) high aid, high growth stage in which aid
flows remain high, and became more ef-
fective as lags unwind and,

d) Low aid, high growth stage in which aid
diminishes but growth continues at a
high pace (Botswana and Mauritius as
examples of countries that have recently
entered this stage) (Mosley and Hudson
1992).

From the above suggestions by Mosley and
Hudson (1992), Zimbabwe received high aid but
experienced low growth. At the same time Zim-
babwe has been cut off from aid since 2000. This
isolation from the multilateral institutions has
led to the economic meltdown of the country.
The effectiveness of aid is important because it
gives the justification of giving it. Thus many
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writers like Cassen (1994) and Riddell (2007) have
tried to provide a meaningful reason of granting
aid. Aid works much better where the reform is
initiated or internalized by local government rath-
er than when it is imposed by outsiders. There-
fore, aid is normally more effective when it facil-
itates efficiently and timely reforms triggered by
the local authority (World Bank, 1998). Howev-
er, despite World Bank Zimbabwe’s involvement,
the structural adjustment programs show the
non-existence of the neutrality of the multilater-
al institutions. The IMF adoption of their poli-
cies seal was necessary to attract foreign capi-
tal. The structural adjustment programmes shift-
ed the focus from relying on the people to rely-
ing on donor funds. This was largely because of
the need to solve the temporary balance of pay-
ments problems. Foreign aid is regarded to be
available to countries whose internal political
arrangements, foreign policy, alignments, treat-
ment of foreign private investment, debt align-
ment, treatment of private investment, debt ser-
vicing record, and export policies are consid-
ered desirable (Hayter 1971: 72).

It must also be noted that, large aid inflows
do not necessarily result in general welfare gains
and high expectation of aid may increase rent-
seeking and reduce the expected public goods
quality. Moreover, there is no evidence that sug-
gest donors take corruption into account seri-
ously while providing aid (Svensson 1998). A
permanent rise in foreign aid reduces long-run
labour supply and capital accumulation. Further-
more, it increases long-run consumption and has
no impact on long-run foreign borrowing. Gong
and Zou (2001) show that foreign aid depresses
domestic saving, mostly channels into consump-
tion and has no relationship with investment
and growth in developing countries. Gong and
Zou (2001) show a negative relation between
aid and growth using an optimal growth model.

Pedersen (1996) asserts that it is still not
possible to conclude that aid affects growth
positively. Pedersen argues that the problems lie
in the built-in incentive of the aid system itself.
The aid conditionality is not sufficient and the
penalties are not hard enough when recipient
countries deviate from their commitments. In fact,
there are incentives for aid donating agencies to
disburse as much aid as possible. This hinders
the motivation of recipient countries and raises
the aid dependency, which in turn distorts their
development. Easterly et al. (2003), using a larger
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sample size to re-examine the works of Burnside
and Dollar (2000), found out that the results are
not as robust as before in terms of foreign aid
linking with good policy governments.

Prior to 1990, Zimbabwe experienced periods
of strong and weak economic performance. Real
GDP growth rates averaged nearly 4.5 percent a
year during 1960-80, reflecting deliberate poli-
cies that promoted large-scale investment in
domestic manufacturing and agriculture. The
latter policies were motivated in large part by a
need to achieve self-sufficiency following inter-
national sanctions against the Unilateral Decla-
ration of Independence (UDI) government. Since
1980, Zimbabwe’s performance has been mixed,
reflecting policy lapses and adverse weather
conditions that affected agricultural output. The
country recorded its strongest post-indepen-
dence growth performance during 1980-90 with
gross domestic product (GDP) growing by an
average of around 5.5 percent, higher than the
average for sub-Saharan African) countries,
while the population grew at about 3 percent.

Real GDP growth was, however, character-
ized by considerable volatility influenced by
weather conditions and high levels of foreign
capital inflows at independence in 1980. It was
also driven by redistributive fiscal policies that
focused on increased government spending on
health, education, and other social welfare pro-
grams within the framework of a command econ-
omy. Since 1990, the poor policy environment,
government controls, droughts, and measures
to address social inequalities through the provi-
sion of basic and social services at the expense
of production, combined to cause the poor per-
formance of the economy.

The fundamental objective of introducing
economic reforms has not been met. According
to the CSO (1998) the incidence of poverty in
Zimbabwe increased from 40.4 percent in 1990-
91 to 63.3 percent by 1995-96. This shows that
the situation has deteriorated rendering the tar-
gets of ESAP seem ambitious. The structural
adjustments programs were conditional. This
meant for Zimbabwe to get the foreign aid it re-
quired to cut back on government’s unneces-
sary spending.

The notion of leverage leads to foreign aid
being ineffective for donors often use foreign
aid, especially developmental aid, as leverage to
induce an aid recipient to follow a certain course
of action. It is argued that the motives behind
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leverage can be broken into three broad catego-
ries: for donor self-interest, for recipient inter-
est, and for efficiency and good management.
Donor self-interest, commonly seen in bilateral
aid, refers to the distribution or withholding of
aid for political, strategic or economic means.
This practice is perhaps the most inefficient and
unscrupulous form of aid. In his analysis, Mc-
Neil (1981) describes the construction of a new
metro system, which is described as a new metro.
This is financed not because it is economically
feasible, but because such a project is in the
commercial interest of the donor (McNeill 1981).

Donors are in a position to demand certain
policies and practices in return for aid, penalis-
ing recipients by withholding aid if these condi-
tions are not met. The practice of attaching pol-
icy conditions to development finance is a ma-
jor barrier to implementing the ownership princi-
ple. Conditions mean that aid is disbursed only
if recipient governments implement particular
policies. This denies governments and citizens
in developing countries the right to freely
choose the policies best suited to their econom-
ic, political and social situation (McCann and
McCloskey 2009: 75). Conditionality takes poli-
cy decisions away from sovereign governments
and places them in the hands of unelected do-
nor officials. This makes recipient governments
accountable to donors instead of their citizens.
Conditionality also imposes huge transaction
costs on often already over-burdened govern-
ment administrations. It is observed that ac-
countability in the current aid system flows up-
wards, with Southern governments accountable
to donors, as opposed to being accountable to
their own citizens on whose behalf aid is accept-
ed (McCann and McCloskey 2009: 76).

CONCLUSION

This paper found out that, Zimbabwe has
received foreign aid since independence up to
2000. The empirical data shows that even though
Zimbabwe has been able to receive large quanti-
ties of foreign aid this has not been effective. It
was also evident that, although Zimbabwe was
able to have considerable growth in the 1980s it
experienced a sudden decline in economic
growth in the 1990s. The paper went on to show
that Zimbabwe’s crisis which was guided by
populist policies led to the stopping of granting
of aid by donors. The stopping of foreign aid

led to Zimbabwe’s economy collapsing since it
was dependent on foreign aid. Social indicators
show that Zimbabwean economy was collaps-
ing at the same time there were no foreign aid
inflows coming in which exacerbated the eco-
nomic situation.

The dependency of foreign aid renders it in-
effective largely due to the fact that Zimbabwe
could not control its policies. Instead, as the
IMF and World Bank’s structural adjustment
programmes show, donors dictate economic and
financial policies, based on their own world views
and interests. The structural adjustment pro-
grammes, imposed by the IMF and World Bank,
are areflection of that reality. As already indicat-
ed this has worsened the economic crisis and
deepened external dependency, while the con-
ditions attached to such multilateral aid are the
principal cause of the abject poverty affecting
more than half of the African population. It is
crystal clear that, much of the so-called aid giv-
en by Western countries and the loans made by
multilateral institutions are not based on devel-
oping countries real needs, nor on any perfor-
mance criteria, but primarily on the interests of
donors.

RECOMMENDATIONS

From the findings of this paper and also based
on the observation of the researchers, the fol-
lowing recommendations can be made. Zimba-
bwe must not be solely dependent on donor
fund from one organisation nor develop poli-
cies that are favourable to a specific funder. It is
however noteworthy that, in as much as foreign
aid caused dependency in Zimbabwe it was also
beneficial hence the recommendation that its
effectiveness has to be further investigated. The
researchers also recommend policy formulations
that are donor friendly coupled with the devel-
opment of political conditions that are favour-
able for foreign investment. Itisalso imperative
that the researchers recommend foreign aid free
from rigorous conditions for it hinders indepen-
dent economic development of the developing
nations. Furthermore, the funded or beneficial
nations must be left to decide on how to utilise
the aid given to them although there is a need
for continuous monitoring to ensure account-
ability and transparency distribution of funds
to the general populace. Finally, the researchers
recommend that the beneficial governments



186

must not develop a dependence tendency for
this has a way of backfiring in the event of the
funding nations deciding to pull out their fund-
ing or becoming hostile.
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