.iﬁonomicsmw

Sovereignh Debt News Update No.
180: Zimbabwe’s Re-engagement
Agenda: Debt Distress,
Institutional Reform, and the
Politics of Economic Recovery

By:

The African Sovereign Debt Justice Network

October 07, 2026

Zimbabwe’s renewed engagement with international financial institutions and
creditors in 2026 represents one of the country’s most significant attempts at
economic and diplomatic re-engagement in over two decades. Against the
backdrop of a deepening debt crisis, persistent macroeconomic instability, and
longstanding governance concerns, the government has intensified efforts to
advance arrears clearance, restore investor confidence, and rebuild relations
with multilateral and bilateral partners. Recent developments, including the
approval of an IMF Staff Monitored Program, renewed African Development
Bank support for the arrears clearance process, efforts to secure bridge
financing, and compensation initiatives linked to land reform disputes,
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collectively signal an attempt by Zimbabwe to reposition itself within the
international financial system. At the same time, concerns remain regarding
debt sustainability, institutional accountability, policy credibility, and the social
consequences of economic reform measures.

This update examines Zimbabwe’s evolving debt and reform landscape by
analysing the IMF Staff Monitored Program, the country’s broader arrears
clearance and debt restructuring strategy, governance and fiscal reform
commitments, and recent developments relating to property rights and investor
compensation. It further considers the domestic and international reactions to
these processes, as well as the political economy risks that continue to shape
Zimbabwe’s long and uncertain path toward economic recovery and financial
reintegration.

The IMF Staff Monitored Program

Zimbabwe’s re-engagement with the International Monetary Fund through the
approval of a 10-month Staff Monitored Program (SMP) communicated on 16
April 2026 marks a significant, though cautious, development in the country’s
long struggle toward macroeconomic stabilization and international financial
reintegration. The SMP, approved by IMF management is a non-financial
arrangement intended to help Zimbabwe establish a credible policy
implementation record without immediate access to IMF resources. This
development comes amid a deepening debt crisis, with Zimbabwe’s public and
publicly guaranteed debt estimated at more than US$23 billion, including
substantial arrears owed to multilateral and bilateral creditors. The IMF stated
that the program seeks to “restore macroeconomic stability, strengthen
governance, and support the authorities’ arrears clearance and debt resolution
efforts.” The SMP therefore serves not merely as a technical exercise but as a
political and institutional credibility test for Zimbabwean authorities after
decades of strained relations with international financial institutions.

AfDB Approves US$4 Million Grant to Advance Zimbabwe's Debt
Arrears Clearance Process

The SMP also intersects with Zimbabwe’s broader Arrears Clearance and Debt
Resolution Process championed by former Mozambican President Joaquim
Chissano and African Development Bank President Akinwumi Adesina. In May

Page 2 of 7


https://www.imf.org/en/news/articles/2026/04/16/pr-26122-zimbabwe-imf-management-approves-a-staff-monitored-program

2026, the African Development Bank (AfDB) approved a US$4 million grant to
support the technical and institutional aspects of Zimbabwe’s arrears clearance
process, dubbed Zimbabwe Arrears Clearance Dialogue Enhancement Project
(ZACDEP). The AfDB noted that the funding would help “sustain momentum in
the reform agenda and support dialogue between Zimbabwe and its creditors.”
ZACDEP is set to be implemented by the government over a 36-month period
(June 2026-May 2029) and comprises three components. First, Enhanced
Dialogue, supporting engagement through the Structured Dialogue Platform
and Sector Working Groups covering economic growth and stability,
governance and land tenure reforms. It will also include advisory services, legal
support, communication and diplomatic outreach. The second component,
Strengthened Capacity, will support upgrades to debt management systems,
reinforce parliamentary oversight, and strengthen anti-corruption measures.
The third, Project Management, will cover coordination, procurement, financial
management, and monitoring and evaluation.

Analysis

Zimbabwe enters the SMP under conditions of persistent macroeconomic
instability characterized by inflationary pressures, exchange rate volatility,
weak investor confidence, and severe fiscal constraints. Although the
authorities have presented the SMP as evidence of renewed international
confidence, domestic critics argue that the country’s structural vulnerabilities
remain largely unresolved. At the same time, concerns are growing regarding
the sustainability of Zimbabwe’s debt trajectory. A May 2026 analysis, the
AfDB’s Africa’s Macroeconomic Performance and Outlook 2026, warned that
Zimbabwe’s public borrowing continues to rise against the backdrop of weak
economic fundamentals and limited fiscal space. Critics argued that despite
reform rhetoric, debt accumulation continues without sufficient transparency
regarding loan terms, contingent liabilities, and state guaranteed obligations.
The Zimbabwe Coalition on Debt and Development (ZIMCODD) said
Zimbabwe’s deteriorating position would likely unsettle investors already wary
of policy inconsistency, governance concerns and unresolved arrears that have
kept the country locked out of international capital markets for more than two
decades. Analysts also expressed concern that reliance on external borrowing
without structural transformation may reproduce cycles of dependency and
austerity rather than sustainable recovery.
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Civil society organizations have welcomed aspects of the reform agenda while
simultaneously cautioning against elite driven debt negotiations that exclude
public participation and accountability. ZIMCODD has continuously argued that
arrears clearance and debt restructuring must not occur “at the expense of
citizens’ social and economic rights,” emphasizing the need for transparency in
all debt related negotiations and borrowing decisions. Governance advocates
have also stressed that debt sustainability cannot be separated from broader
democratic and institutional questions, including rule of law, property rights
protections, and public sector accountability. These concerns remain
particularly relevant given Zimbabwe’'s long history of contested governance
practices and uneven reform implementation.

International observers similarly view governance reform as central to
Zimbabwe’s reintegration prospects, with the IMF and AfDB both linking future
progress on arrears clearance to demonstrable improvements in governance,
fiscal management, and institutional credibility. The emphasis on governance
reflects a broader recognition that Zimbabwe’s debt distress is not simply a
macroeconomic problem but also an institutional and political economy
challenge shaped by weak accountability structures and longstanding policy
inconsistencies.

Arrears Clearance, Bridge Financing, and International Diplomacy

Zimbabwe’s arrears clearance strategy remains closely tied to efforts to secure
bridge financing from bilateral partners and international institutions.
Interestingly, while the AfDB was yet to extend a US$4 million grant to
Zimbabwe, Zimbabwean authorities had been reportedly seeking
approximately US$2.5 billion in bridge financing from countries including the
United Kingdom, Germany, France, Japan, and Algeria to clear arrears owed to
the AfDB and the World Bank. Finance Minister Mthuli Ncube explained that the
proposed “set aside mechanism” is a repayment structure linked to
Zimbabwe’s planned US$2.5 billion bridge financing facility for clearing arrears
owed to the World Bank and African Development Bank.

Under the arrangement, concessional financing windows within the African
Development Fund and the World Bank would earmark or “set aside” resources
that would later be used to repay the short-term bridge loan provided by
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external sponsors. Ncube described the bridge loan as effectively a “24-hour
loan” used to immediately clear arrears, after which the lenders would be
repaid through the pre-arranged set aside facility within the multilateral
development bank framework. He emphasized that the mechanism is designed
to reassure creditors and reduce risk by ensuring there is already a guaranteed
repayment source attached to the bridge financing arrangement. Undoubtedly,
the proposed set aside mechanism forms part of Zimbabwe’s broader strategy
for eventual arrears clearance with institutions such as the African
Development Bank and World Bank. While arrears had not yet been cleared as
of May 2026, the AfDB approved a US$4 million grant to support the technical
and institutional processes underpinning the country’s debt resolution and re-
engagement agenda.

Land Compensation, Property Rights, and Rebuilding Investor
Confidence

Alongside macroeconomic reforms, Zimbabwe has sought to address
longstanding disputes arising from the Fast Track Land Reform Programme
initiated under former President Robert Mugabe in the early 2000s. In May
2026, the government announced the return of 67 farms seized during the land
reform period to foreign investors under bilateral investment protection
agreements. Treasury data separately showed the payments would settle
claims by property owners from Denmark, Germany, the Netherlands,
Switzerland, and the former Yugoslavia. Authorities framed the move as part of
broader efforts to restore confidence in Zimbabwe’s commitment to property
rights and investment protections. The government stated that the decision
was intended to demonstrate seriousness regarding compensation
commitments and re-engagement with international partners.

This development followed Zimbabwe’s payment of US$146 million in
compensation to foreign farmers whose land had been expropriated during the
land reform period. According to government officials, the compensation
process forms part of efforts to improve relations with Western governments
and international financial institutions as Zimbabwe pursues debt restructuring
and re-engagement. Analysts observed that resolving compensation disputes
has become increasingly important within Zimbabwe’s broader strategy of
restoring investor confidence and rebuilding diplomatic credibility. However,
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critics noted that questions remain regarding compensation for local farmers
and the broader structural inequities associated with land redistribution
policies.

The land issue remains politically sensitive within Zimbabwe and internationally
significant in shaping perceptions of rule of law and investment security. For
international creditors and investors, property rights protections are closely
connected to broader concerns regarding governance, policy consistency, and
legal predictability. Consequently, the government’s recent compensation and
farm return measures are likely intended not only to address historical
grievances but also to strengthen Zimbabwe’s reform narrative within ongoing
debt negotiations and international re-engagement efforts.

Conclusion

Zimbabwe’s IMF Staff Monitored Program represents a potentially important
turning point in the country’s long and difficult relationship with international
financial institutions and external creditors. The SMP, combined with renewed
support from the African Development Bank and ongoing diplomatic
engagement around arrears clearance, sighals growing international willingness
to support Zimbabwe’s reintegration into the global financial system. Recent
measures regarding land compensation and property rights disputes further
demonstrate efforts by authorities to improve investor confidence and rebuild
international credibility.

Nevertheless, the reform process remains highly fragile and contingent upon
sustained implementation. Persistent macroeconomic instability, governance
concerns, institutional weaknesses, and social pressures continue to pose
serious challenges to the country’s recovery prospects. International support
alone cannot resolve Zimbabwe’s debt crisis without credible domestic reforms
capable of restoring confidence in fiscal management, monetary policy, and
governance systems. The coming months will therefore be critical in
determining whether Zimbabwe can convert cautious international optimism
into durable economic stabilization and meaningful progress toward debt
resolution.

Ultimately, the SMP should be understood not as a final solution but as an initial
test of Zimbabwe’s willingness and capacity to pursue long term structural
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transformation. The credibility of this process will depend not only on technical
compliance with IMF benchmarks but also on broader questions of governance,
accountability, and political commitment to reform.
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