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ZIMBABWE THE UNCUT GEMSTONE 

 

Introduction 

The most known gemstone in Zimbabwe is the diamond.  Diamonds have become 

well known because of Chiadzwa.  Diamond mining in Zimbabwe has been marred 

by allegations of conflict and human rights violations.  The Zimbabwe experience 

is that the perception of the value of diamonds has differed from the actual value 

realized from the sales.  Some may choose to refer to the rough and uncut 

diamonds as dirty little pebbles like Naomi Campbell did.  Thus, there are too 

many variables in the way of realizing the value of diamonds.  In this context, I 

would struggle to equate Zimbabwe to a gemstone. 

In any event, once a gemstone is cut and polished, it can not be referred to as rough 

and uncut as much as a woman who has a child can not be referred to as a virgin 

again.  If Zimbabwe was indeed a gemstone, it was cut and polished to a 

significant degree before and after independence.  There is no way we can refer to 

it as uncut again. 

But the objective of the theme is well understood.  It is to discuss the intrinsic 

attractiveness of Zimbabwe as an investment destination and what needs to be 
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done to improve the outward appearance of the country.  Since mining terminology 

is appropriate at this winter school, I would choose to look at Zimbabwe as a vast 

gold deposit that was mined before.  Some shafts were mined properly while others 

were mined dangerously.  The full extent of the resource is not known.  A lot of 

exploratory drilling needs to be done to establish the size of the resource.  Very 

little development work was done, and a lot of capital is required to kick start 

production.  

Intrinsic mineral value 

 

The country’s mineral wealth is much talked about.  Words such as “vast mineral 

resources” have been used.  Among the precious minerals, gold, platinum, and now 

diamonds are the most notable.  There are also some base minerals the most 

significant of which are chrome and nickel.  The country also has significant coal 

resources. 

 

However, a recent paper by the African Department of the IMF entitled 

“Zimbabwe: Challenges and Policy Options after Hyperinflation” offers some 

sobering thoughts regarding our mineral wealth.  Applying a discount rate of 17%, 

the GPV of our gold, platinum and diamond wealth is estimated at $9.154 billion 
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and the NPV (after taking into account the extraction costs) is estimated at $5.4 

billion.
1
 

The estimated contribution from each of these minerals is as follows: 

 

 

 Gold 

US $millions 

Platinum 

US $millions 

Diamonds 

US $millions 

Total 

US $millions 

GPV using 

17% Discount 

rate 

4,854 3,067 1,233 9,154 

NPV using 

17% Discount 

rate 

2,432 1,858 1,110 5,400 

 

 

What is sobering about this analysis is that: 

                                                           
1
 International Monetary Fund, African Department, “Zimbabwe: Challenges and Policy Options after 

Hyperinflation”, page 44 
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- Although we talk much about our mineral resources, not much has been 

spent in exploration to establish the full extent of our resources.  Without 

clarity on the full extent of our mineral wealth, policy formulation becomes 

difficult and perhaps presumptive and speculative.  Policy makers must 

deliberately create an environment that is conducive to private sector 

investment in exploration.  Rather than focusing on participating in mining 

ventures in competition with the private sector, the government should 

consider focusing on regulation, and promoting an environment conducive 

to private sector investment in exploration. This is a better way of dealing 

with speculative asset holdings that government is so worried about.  The 

accounting profession should therefore take a leading role in developing 

appropriate models under which government can add value to the realization 

of our mineral wealth. 

 

- The $3.754 billion difference between the GPV and the NPV relates to 

estimated extraction costs.  Thus, extraction costs constitute 41% of the GPV 

of this mineral wealth.  The accounting profession has a role to play in the 

development of management and accounting systems that help cut and 

manage costs in the mining sector.  Finance Directors need to develop labor 

engagement and management systems that avoid or manage costs during 
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down time induced by power failures or other capacity related constraints.  

Perhaps a working day, week, or month now needs to be redefined more in 

terms of production output than in relation to time.  Consequently, 

remuneration packages have to be output based and not time based.  The 

sourcing of equipment and inputs becomes critical.  Even the West is 

increasingly looking towards the East for cheaper alternatives.  A balance 

has to be struck between cost saving and quality.  Time has to be spent in 

studying and understanding why the East, particularly China is able to 

produce at very low costs.  Commercialization of our prison services 

focused on training convicts and hiring out labour services on terms that do 

not compromise the ILO Standards are all options that require close 

examination.  We must develop business models that focus on high volumes 

and low margins. 

 

- The risk free rate of return based on the US 30 Year Treasury bond rate was at 

4.5% at the end of 2009.  The traditional risk premium above the risk free rate 

of return is 4.5% per Damodaran’s estimate.  We have to urge government to 

create better political certainty, or rather to agree politically neutral zones 

relating to business that they should enshrine into the constitution as zones that 

no government is allowed to interfere with.   Such zones should include rule of 
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law issues and respect for rights to private property.  Although these rights are 

currently protected under the bill of rights, the permissible exceptions have 

become too broad so as to scare off both local and foreign investors.   

 

Intrinsic Agricultural value 

 

During the ’70s, the agricultural industry grew on the back of the following 

factors: 

 

- Cheap labour supplied by Africans who needed to raise money for the hut 

and salt taxes.   The model used to mobilize cheap labour involved 

incentives such as food rations and the allocation of pieces of land to 

laborers within the farm that they were allowed to till for own subsistence. 

 

- The demand for agricultural produce within the region which earned the 

country the reputation of being the bread basket of Southern Africa. 

 

- Government pursued policies that promoted the sector as it helped sustain a 

government that increasingly came under siege due to the international 

sanctions imposed on it. 
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The growth in this sector continued after independence.  Tobacco, cotton, maize 

and horticulture emerged as key products in this sector.  The sector is no longer 

performing as much as it used to.  For Zimbabwe’s status as the bread basket of 

Africa to be restored, we have to address the following issues: 

 

- The moral issue, namely that as a people, we are perceived to have taken 

land away from other people without regard to how each individual got their 

land in the first instance, without regard to the personal circumstances of 

those that owned it, and not withstanding that we had previously guaranteed 

their rights to that land with various constitutional provisions, and without 

paying adequate and timely compensation.  Without addressing this 

historical moral issue, it will be difficult to attract investment to this sector.  

Both foreign and local investors would tend to have a tentative approach to 

their investments in the country as they will be worried that we can change 

the ground rules on them.   

 

- Land tenor is an issue.  The land tenor system should guarantee security of 

tenor and transferability of the interest in the land, at the same time limiting 

Government discretion on the curtailment of rights to land.  The previous 
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system of certificates of no present interest was quite appropriate if 

Government conduct would remain consistent with the interests expressed in 

the certificates.  

 

There remain some vast pieces of land under the control of local authorities, both 

urban and rural.  Perhaps strategies by investors that focus on acquiring rights from 

these local authorities on commercial terms could be suitable alternatives for 

investors. 

 

Intrinsic value in Manufacturing 

 

The economic sanctions against the UDI resulted in accelerated growth in the 

manufacturing sector.  This growth was also driven by local investment into the 

sector as FDI declined and local investors lost the option to invest outside the 

Country due to Economic sanctions.  In our case, the environment became so 

unsettling such that there was not only a flight of foreign capital, but also of local 

capital including human capital. 

 

The revival of the manufacturing sectors is heavily dependent on the restoration of 

confidence to a level that is enough to attract back into the country the skills that 
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were exported, the capital from local investors, and foreign direct investment.  

Statements relating to the possible review of our currency in 2013 tend to send 

shock among both local and foreign investors.  Even local companies would start 

to view Zimbabwe as a less appropriate permanent domicile with those that 

manage to grow internationally opting to select more favourable domiciles. 

 

Legislation such as the introduction of fiscalised till points contribute to the 

increase in the cost of establishing a business in the country.  Currently, the cost of 

establishing a business in Zimbabwe is estimated at 499.5% of per capita income, 

which is the highest in the region.
2
  Public companies that are subjected to annual 

audits do not see any justification for the expenditure associated with buying and 

installing the machines, and establishing network connectivity with ZIMRA.  Such 

companies are not likely to falsify sales records.  Strategies aimed at formalizing 

the informal sector by encouraging stock exchange listings or the creation of 

alternative exchanges for small companies are more likely to result in higher 

revenue collection.  Better still, the Ministry of Finance should have considered 

introducing periodic sales audits by external auditors.  Such an approach would 

have added value even to the retailing companies themselves.  The new policy is 

                                                           
2
 Zimbabwe: Challenges and Policy Options after Hyperinflation, p36.  Zimbabwe 499.5%, Angola 151.1%, 

Botswana 2.1%, Lesotho 27%, Namibia 20.4%, South Africa 5.9% and Swaziland 33.9% 
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likely to target businesses that are already over burdened by tax obligations and 

that pay their VAT religiously. 

 

Indigenization 

 

Any discussion about the potential of the Zimbabwe Economy will be incomplete 

without covering the indigenization issues.  Our current indigenization thrust 

overlooks one critical lesson we aught to have learnt from the land reform 

program.  Although ownership is important, land reform seems to have given 

undue preference to ownership over return on investment.  The land reform 

exercise has taught us that our ownership or possession of assets alone is not 

enough to create wealth for us.  It is productivity, or the generation of a return on 

our investment that matters more.  I respectfully submit that share ownership 

schemes and profit sharing arrangements that are performance focused are more 

empowering than the control focused indigenization thrust advocated by our recent 

laws.  I am concerned that the emphasis on control overlooks the need to 

recapitalize the businesses in which ownership is sought.   Our market does not 

have the capacity to fund the acquisition of controlling interests in businesses and 

at the same time, fund the recapitalization of the businesses.  This would be a sure 

way to impoverish our people.  This could result in the collapse of the businesses 
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soon after their take over.  The cost of acquiring controlling interests in foreign 

owned businesses in Zimbabwe probably exceeds the country’s GDP.  There is no 

internal capacity to fund such takeovers. 

 

Conclusion 

 

At the end of the day as much as the wealth of a country may be in its natural 

resources, it is also in the resilience, patriotism, and skills of its people, and in the 

responsible policies pursued by a country’s government.  Policies that support 

investment in infrastructure and human capital and the creation of an environment 

that is conducive to both local and foreign direct investment.  Accountants have a 

critical role to play.  The profession must develop systems, work processes, and 

models that will cut costs of production, increase efficiency and increase output to 

make us competitive in the face of an onslaught from cheaper goods imported from 

the far East.  Our textile industry is already a casualty of this onslaught.  Many 

more manufacturing sectors will face the same fate unless we become more 

innovative on the management of costs of production, quality and production 

output.  We are fast becoming a nation of traders and exporters of unprocessed 

natural resources. 
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