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INI'RODlCI'ICN 

'Ihis reµ:irt contains the findings of a mission to Zarrbia which took 

plaCE: M:ly 15 to June 6, 1982 by IB'lis M. Gallagher, Consul~ant, Technical 

Assistance Progran-m::, Caras Trachtala/Irish Exp:Jrt Board. It was tmdertaken 

at the request of tre Governrrent of Zarrbia and fr,1anced b) the World I3ank/t1NIOO 

Co-operative Pro::rrarme. It has served as a cantcibuticm to the overall findings 

and rec.ut1rendations of the world Bank Industrial Polic3_r~s Missior.. that visited 

Zarrbia concurrentl~i with the author and Hugo M'Jlina, s 1..:aff Ji"CITber of the 

World Bank/UNIOO Co-operative PrCXJra.rmE. 

Tenns of Reference 

Tne Terrrs of Peference for the assigrurcnt P.JaY ~ sunmrrize<l as follo.-:s: 

- To ana.lyze Zarrbia Is past t£rfonronce in rnc111ufactured exrorts i 

- To reviar existing c,overnrrcnt incentives inclu:Unq Governrrcnt-supr:orted 

exr:ort prCITDtion activities; and 

- To identify the ma.jar constraints and r~1 r:olicy reforms which 

could help enhance the ability of Zarrbi.an firms to develop and 

di versify manufactured exp::irts. 

A copy of the r1'errrs of Peference is at :\nnex VIII. 

The rrethodology used in the preparation of this rep::irt included: 

(i) ~ research; 

(ii) Collection and review of official data; 

(iii) Interviews and discussions with relevant Governm::mt officials, 

(iv) Field visits and discu.c;sicns with individual parastatal/private finrs; 

(v) 1Jetailed discussions with public and private financial institutions. 

Fbnnat 

'!he rep::irt is divided into three parts. The first part gives an overall 

assessrrent of recent developre.1ts in the Zarrbian econany; reviews his~orical 

trends of Zarrbia's exp:>rts, concentrating on a selected group of ma:1ufactured 

eJ<PQrts; and describes arrl assesses current O::>vernrrent incentives to the 

exporting ccmrunity. 

I 
1 
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Part two cx:ntains a brief financial analysis of three of zarrbia's 

largest exporting firns, inclu:ling the major CX11Stra.ints faced by exporters, 

and assesses the strucbrral weaknesses within the existing inoenti ve syst.an. 

Part three presents :ixssible p:>licy refonns to enhanre Zanbia's climate 

far exporting. 

'!he designaticns enployed and the presentatim of the material in 

this cbctm:m.t do not inl>l y the expressicn of aey c.yinicn whatsoever en the 

part of the Secretariat of the United Natiais a:nceming the legal status 

of any comtry, territory, city or area or of its autlx:>rities, or a:nceming 

the delimitatirn of its frontiers or bomdaries. 

'!he cbservaticns and c.yiniais expressed in this rep:>rt are those 

of the author arrl. do not necessarily reflect those of either rnI00 or the 

World Bank Group. 

'Ihe m:rietary unit in Zanbia is the kwacha (K) • 

l 



- 3 -

Part I 

1. THE ZAMBIAN ECONOMY 

Detailed analysis of Zambia's historical economic perfo'"lllance is not within 
the scope of this report. Reference to various World Bank reports, 
in particular the 1981, • Country Economic Memorandum Zambia (Report 
No. 3007 - ZA) 1

, should be consulted to obtain further details of the 
present state of the Zambian economy. 

The following description is intended to provide the setting within 
which Zambia's export performance, policies and incentives may be more 
fully understood. 

General 

The Republic of Zant>ia is a large land-locked country situated in 
Central/Southern Africa. ZamJia has coR1110n borders with eight surround­
ing states and is sparsely populated with approxi~tely 6.2 million 
people in an area of 752,614 sq. km. 

The country gained its independence in 1964 and established a one-party 
state dedicated to the principles of Humanism and Socialism. Zambia is 
an active member of the UN, OAU, CoR1110nwealth and ACP group associated 
with the European Economic Con111unity. 

The Economy 

Zambia's economy is based on copper, the mining of which dominates 
economic activity in the state. Mineral exports in 1980 accounted 
for over 97% of total exports and are the major earner of foreign 

exchange. 

Zambia's economic growth measured at ~P during the first decade 
after independence grew at an average rate of 2.3%. 1 HowP.ver, since 
1974 the general world recession has severely dampened demand and price 
of copper on the London Metal Exch~nge (LME). Th)s has contributed to 
a negative annual growth rate of -1.17%. 2 

The Gc>'ltr:iment debt services ratio ;s growing rapidly, the 1981 estimate 
(including repa~nt to the IMF) is abowe 30%.3 The balance of payments 
situaticn continues to deteriorate, and' the current account balance for 

I 
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1981 had a deficit of K478 million. 4 The accumulated payment arrears 
were approximately K632 million in May 1982, and the time period for 

expected payment of foreign exchange creditors for imported goods was 

thirty (30) months. 

Population and Employment 

The population is 6.027 million with an annual growth rate of 3.3i. 5 

I I 

I 

~er capita income has declined steadily since independence, the average 
annual decline for years 1974 - 1931 is - 10.0% at GDP. 6 The number of 

Zambians in paid employment (1981) was 371,630 with an estimated labour 
force of l,824,200. During the years 1977 - 1981 Zambians employed grew 

by 26,310 while labour force grew by an estimated 238,200. 7 

Manufacturing 

In the first decade after independence, 1964/74, the sector's contribution 

to GDP grew at 10% per annum. 8 The years 1974/78 saw an average annual 

decline of - 4.4%. 9 Since 1978, real growth has stagnated showing a 
modest decli~e of -0.8% in 1980/81. 10 The sector contributed 11.2% to 

GDP in 1981. 

Capacity utilisation of plant varies enormously with a realistic 

estimate of 30 - 50% within the sector. The primary reason cited by a 

cross section of mdnagement is the lack of foreign exchange. While thi5 
is certainly true, contributory factors, such as lack of preventative 

maintenance and ineffective stock-keeping played a significant role in the 

low utilisation of productive capacity. 

Agriculture 

Zambia is recognised as having good agricultural potential. In 1981, 

agriculture contributed Kl72 million (1970 prices) or 12.7% of GDP. T~is 

showed a healthy increase of 9.8%-over the sector's 1980 contribution.
11 

The Government h~s recognise~ that setting producer prices significantly 

below world and border prices has dampened agricultural productivity. 

I 

I I I I 
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This sharp upturn in the sector's fortunes is a direct result of the 

gradual but steady increase in producer prices set by Government in the 

past few years. 

World Bank Report No. 3007-ZA 
Zambia Country Economic Memorandum, 1981. 

2 Mission estimates, EcoP.omic Report, National Corm1ission of 
Development Planning 1981. 

3 Ibid 

4 Ibid 

5 Ibid 

6 Mission estimates Zambia National Accounts. 

7 National Commission of Development Plann~ng 1981 

8 World Bank Report No. 3007-ZA ibid. 

9 Ibid 

lO National Corrrnission of Development 1981. 

11 Ibid. 

' 
' ' 
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2. MANUFACTURED EXPORTS 

The Products 

Statistical data on the value. trends and market destinations of Zambia's 
principal manufactured exports is very weak. To obtain a reasonably 
clear picture on the size, structure and past growth of Zambia's export­
ing conmunity. it was felt that only exporters who consistently exported 
in excess of KS0,000 per annum during the years 1977/80 would r.ome under 
review. 

Examination of the statistical data provided by Government sources and 
company v~5its to a number of Zambian manufacturing firms revealed a very 
small export base. There are only six (6) product groups which have re­
corded consistent export sales and some growth over the last five years. 
They arP.:-

(1) sugar, molasses 
(2) crushed stones, lime 
(3} explosives 
(4) cement 
(5) copper cables (wire) 
(6) menswear 

The data and company visits did reveal sporadic exporting of products 
such as wood (railway sleepers), tyres, battery components and bottles, 
but either due to pressure of domestic demand, lack of imported inputs 
or company mis-management, there is little sustained export activity in 
these products. 

Table l shows the valuP. of manufactured exports for the years 1977/80. 

As the T~ble illustrates consistent export growth has been achieved in 
only four of the six produr.t groups. All the aoove groups except 
menswear, are based primarily on domestic inputs and all except 
crushed stones/lime represent export activity by a si"gle firm. 

I 

I I I 



TABLE I 

SELECTED MANUFACTURED EXPORTS 

K 

1977 1978 1979 1980 

1. Sugar 17 ,202 67,500 450,398 1,374,506 

Molasses 49,355 142,808 232,464 685,550 

2. Crushed stone 1 • 974 ,672 231,227 24,000 

Lime 221,434 34,503 31,685 43,916 

" I 
3. Explosives 32,387 518,442 546,833 

4. Cement (ii) 1,419,537 1,235,843 3,852,658 l ,8H~,952 

5. Copper cable 283, 180 4.54, 129 472,624 532,927 

6. Menswear 29,827 14,060 18,885 102,598 

SUB-TOTAL (i) 4,027,594 2,G98,512 5,62~.547 4,558,444 
(iii) 5,394,000 1,748,000 1,633,000 2,379,000 

TOTAL 9,421,594 4,446,512 7,262,547 6,937,444 

Sources:- (i) Department of Foreign Trade (ii) Company Visits . 
Ministry of Commerce & Industry (iii) SITC categories 5-9 {exclud1ng 6.8) 
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The most disturbing fact revealed in the analysis of actual mJnu­

factured expor·ts for the years 1977/80 is not only their relative 

insignificance (see Table 11) as a percentage of total Zambian exports, 

but their comparison against the stated export potential perceived by 

Zambian firms then1selves. 

In 1979, the International Trade Centre (ITC/UNCTAD GATT), undertook 

a survey of all known and potential exporters in Zambia. The sur~ey 

identified 113 firms who stated they were interested in exporting, and 

353 products which those companies considered exportab1e. The gap 

between actual and potential in Zambia is enormous. The lack of foreigr: 

competition through quantity restrictions on imports, the absence of 

border price comparisons and the highly protected and lucrative domPstic.. 

market has generated an air of unreality within the Zambian indust~ial 

community. 

Table II below segregates statistical informatior1 on exports for the 

years 1977/80 which was suppli~d by the Ministry of Commerce and 

Industry and the Central Statistics Office, Lusaka. The breakdown of 

the data accords with the World Bank report ' Accelerated Development in 

Sub-Saharan Africa' 1981 which classified manufactured exports as 

SITC categories 5 through 9, excluding ~ection 6.8. 

As previously noted, statistical data available in Zambia is very weak, 

often contradictory and should be treated with caution. 



Due to inconsistent data collection and processing within Zambia, coupled wit~ differing 
=~~rces of information presented to the Mission team, some explanation of Table II is required. 

Two product groups Sugar/Molasses and Crushed Stones are classified in SITC catcqories - O -
and - 2 - respectively. These are then tabulated outside the standard manufacturing classi:1c­
ation of SITC 5 - 9. Likewise, included within SITC categories 5 - 9 (excluding 6.68) are 
such by-products as chemicals which are re-exports from Zambian refineries or the heavy lo.; 
making fertilizer plant. Also, in 1980 category S!TC 9 contains by Zambian standards a sig-
nificant export of gold bars. 

Taken together with the small and sporadic exports of products cited earlier, the above 
statistics might tend to distort the picture of the true extent of the development of 
manufacturing exports. For the years 1977/1980 manufactured exports have rang~d between 
0.5 - 1.0 % of total exports and have yet to attain a value above K 10 Million per year. l.O 

_j 
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TABLE II 

TOTAL ZAMBIAN EXPORTS 
-
- -

K 

1977 1978 1979 1980 
Section Code 

0 - 3,815,147 0 - 8, 176 ,945 0 - 938, 778 0 - 2,357,275 

l - 5,783,276 l - 3,388,465 l - 1,739,143 1 - 2,713,550 

2 - 8,620,314 2 - 11,162,680 2 - 7,707,126 2 - 23,843,838 

3 - 2,094,059 3 - l l ,061 ,550 3 - 13,235,266 3 - 21,285,851 

4 - 100,032 4 - 28,082 4 - - 4 - 70,377 

5 - 2,455,840 5 - 2,107,612 5 - 1,245,646 5 - 683,666 
...... 

4,6~6,633 
Q 

6 - 4,409,796 6 - l,322,135 6 - 6 - 2,675,294 I 

140,696 

6.68 -(663,185,000) 6.68 - (608,960,000) 6.68 -(G98,685,000) 6.68 - (859,840,000) 

16,225,958) ( 34,679,338) (129,891,000) ( 75,647,000) 

= 7 252,261 - -- 7 - 423,691 7 - 487,318 7 - 558,885 

8 - 123,887 8 - 152,051 8 - 167,201 8 - 217,608 

9 - 749,805 

-
TOTAL 707,202,000 TOTAL 681,462,000 TOTAL 1058,750,000 TOTAL 990,643,000 

(5-9) . 7,380,000 (5-9) . ·.4 ,005 ,ouo (5-9) 6,556,000 (5-9) 4,885,000 

{ 1.04%) (0.587%) (0.619%) (0.493%) 

-

-
-
- -

_J 
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Export Markets 

Tne market distribution of actual manufactured exports is almost 

entirely ta surrounding African states. An analysis of the export 

markets for the product groups under review is given below:-

l. Sugar/Molasses 

In reviewing the trade data supplied by Government sources and 

discussions with the management of the Zambia Sugar Co., the sole 
exporter of these products, it was found that Burundi and to a 
lesser extent Zaire proved the most lucrative markets for ZamLian 
refined sugar. Malawi and Zimbabwe to the south are major sugar 
producers and competition from these countries as well as the 

Republic of South Africa would preclude penetration of the 
southern markets. 

The major market for molasses is the UK. This is under some 

threat, however, if the proposed ethanol plant project is undertaken, 

Nhich will require diverting this product to be used as an input 

in the production of ethanol fuel. 

It was further learned from discussions with the management of 

Zambia Sugar Co., that an estimated 10 - 15,000 tons of refined 
sugar are illegally exported to Zaire annually, 2/3 times the 

volume of all recorded exports. A major incentive to this illicit 
trafficking is the low Government control domestic price which bears 
no relationship to market prices prevailing in Zaire. 

2. Crushed stone/lime 

Again the major markets for crushed stone and lime are Zaire to the 

north and Malawi and Botswana to the south. There are five firms in 
the Copperbelt province which service the Zairean market in crushed 

stone and lime. Two 0ther firms, the largest being the parastatal, 

Crush Stones Sales Ltd., are located in the Lusaka region and 
service the southern markets. 

rxports have declined alarmingly i~ recent years due to lack of 
production from poorly maintained and aging plants. The parastatal 
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finn, Crush Stones Sales Ltd., has ~eer. its costs rise to an 

uncompetitive leve1 for the southern markets resulting in a 

very unsatisfactory situation of pending Government subsidy to 

cover losses incurred in exporting to these markets. 

3. Explosives 

Until recently there had been a healthy level of exports to Zaire 
-

by the sole explosives producer, Kafironda Ltd., located in the 

Copperbelt province. However, this has now completely ceased due 

to a number of factors which include:-

(i) Lack of foreign exchange 

(ii) High costs 

(iii) Difficulty in 5ecuring payment from Zairean buyers. 

4. Cement 

A similar pattern of exporting to both the northern markets 

(Zaire, Burundi/Ruanda) and Malawi to the soutli has developed 

for the country's cement producer, Chilanga Cement Ltd. The 

Nortnern markets are supplied by Chilanga's moderr. 

while Malawi is serviced from the olJer headqua· 

just outside Lusaka. 

, works, 

..:hilanga 

The transport costs involved in the export of cement are high by 

the nature of the product. Therefore, to remain price competitive, 

Chilanga is forced to export at just above variable cost. Since 

domestic demand is depressed due to the fall off in construction 

activity in Zambia, exports allow Chilanga to maintain relatively 

high output which is required in this continuous process industry. 

5. Copper Cables 

Metal Fabricators of Zambia Ltd. (Zamefa), are by international 

standards a medium sized producer of both semi-processed copper 

rods and an extended range of copper wire cables. 



I I I 

- 13 -

Zamefa, which is a parastatal firm with a large private sector 

shareholding, was the only company visited by the mission which 

included an export marketing strategy in the preparation of its 

corporate plan and objectives (including new investment decisions). 

The company's export marketing activities are directed towards: 

Exisiting 

Malawi 

Tanzania 

Kenya 

Zimbabwe 

Rumania 

New 

Nigeria 

Egypt 

Zamefa has consistently increased its exports to surrounding 

African markets and participates in a Government spon'>ores 'barter' 

arrangement with Rumania. Due to a planned doubling of production 

capacity, -;;he firm has actively sought markf:t penetration in 

Nigeria and Egypt. 

6. Menswear 

The leading exporter of quality mens and boys ready t•l wear is 

Serioes Ltd., a private foreign owned enterprise. Tht· f i rrn has 

developed a small but consistent level of exports of: 111ilian dres'., 

to neighbouring markets concentrating on Kenya, Tanzarii.i and Zaire. 

Additional export orders are actively sought from the,r· and other 

regional markets for the company's 1 ;ne of uniforms. 

Serioes is developing a new capacity with a foreign pMtner to 

produce fashion ladies wear for the European market. lhe success 

of this operation will be crucially dependent on estal·lishing 

favourable arrangen.ents for c.Juty free importation (in h:ind) of 

raw materia 1. 
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3. CURRENT GOVERNMENT INCENTIVES TO EXPORTERS 

1. The Industrial Development Act, 1977 

The Industrial Development Act, 1977 contains specific, if limited, 
incentives for Zambia's exporting enterprise. These jnclude: 

-
{I) Relief from any tax or customs duty payable on import~tion 

of machinery used in the production of export products; 

{II) Relief from Income Tax; 

{III) Adjustment in any Export tariffs which apply; 

{IV) Relief from import tariffs on raw materials; 

{V) Preferential treat~ent in regards to the import 
licensing system. 

The granting of the incentives contained in the Act are at the 
discretion of the Minister of Conmerce & Industry. As such, and in 
the absence of detailed statutory or administrative mechanisms ensuring 
the granting of these incentives for a reasonable length of time, 
uncertainty prevails greatly diminishing the incentives to the exporters 
as contained in the Act. 

It is understood that a revised Industrial Development Act has been 
drafted and is about to be presented to Parliament. Unfortunately, the 
Mission was unable to obtain a copy of the draft and can only hope that 
the act contains much more explicit incentives and streamlined adminis­

tration systr.ms to encourage exporters to strengthen· Zambian efforts of 
export development and diversification. 

2. Export Subsidies 

The government of Zambia has instituted a system of cash subsidies to 
exporters. The finance authorized in the Government Budget for the years 

I 
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1980 - 1982 was: 

1980 - K200,000 
1981 - Kl00,000 

- 15 -

1982 - Kl00,000 (estimate}. 

Actual expenditu~e figures for FY 1980 revealed that only K35,0001 was 
appropriated for export subsidies. In discussions with officials of the 
Department of Foreign Trade it was stated that cnly two (2) parastatal 
firms had received any cash subsidy and that private sector enterprises 
were unlikely to receive favourable consideration. Likewise, it w~s 
impossible to obtain a written statement of the criteria used in selecting 
which firms were to receive cash subsidies. 

Due to the fact that Government revenue generating capacity has become 
increasingly strained in recent years, it is thought unlikely that 
financial allocations for increased export subsidies can be realised in 
the forseeable future. 

3. Foreign Exchange Credit Scheme 

The Government of Zambia has recently introduced a fore:gn exchange 
credit system as a financial inventive to the exporting community. This 
follows a speech by His Excellency President Kaunda on the 14 December 
1981 which stated:-

1 This lack of alertness to the export opportunity is understandable 
considering the transportation and other problems that we have had in 
the past. But this indifference must end now if we are to survive. 
From now on it's EXPORT OR PERISH'. 

The credit scheme as outlined in the budget address of the Minister of 
Finance, 29 January 1982, called for 'the introduction of foreign credit 
system by which any exporter who earns foreign exchange will be given 
credit up to 50% of the net foreign exchange earned.' 

1 Ministry of Finance: Financial Report 1981, Lusaka. 

I 

I II I I 
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This scneme is intended to replace a previous system instituted by the 

Bank of Zambia whose object was to allow retention by exporters through 

their co1~ercial banks of 10% of the F.O.B. value of their exports. In 

practice, the Bank of Zambia and the commercial banks established a 
'gentleman's agreement' by which the commercial banks would retain a major 

portion of export earned foi·eign exchange (75-100%) to cover previously 

approved letters of credit for the imports of those individual exporters. 

Following the January 1982 Budget Address, the Bank of Zambia ( see 

Annex II ) has issued an administrative order whirh deviates 

cons1derably from the wording of the 1982 Budget Address. The Bank of 

Zambia's order also established a fundamentally different administrative 

arrangement with the commercial banks than that previously applied under 

the old 10% scheme. 

In the first regard, the Bank of Zambia's order states that '50% of the 

tot~ foreign exchange proceeds received from exports will be credited to 

the exporters. Two points need to be highlighted:-

(i) the 1982 Budget Address explicitly states that the concept of 

net foreign exchange will be used in the credit system. 

{ii) the Minister's wording also implied an element of discretion in 

allowing 'up to 50%' to be credited to any exporter earning foreign 

exchange. 

The administrative arrangements established with the convnercial banks 

states that all foreign exchange must initially be paid over to the 

Bank of Zambia. A register has been opene~ recording the 50% credit 

which is intended to be used to by-pass the foreign exchange queue. 

This 'queue' results from the fact that the issuing of import licences 

is not linked to the availability of foreign exchange needed to cover 

approved letters of credit. The intention of the Bank of Zambia remains 

unclear on two points:-

l 
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(i) Will exporters who have qualified in the foreign exc~ange credit 

scheme still be subjected to import licensing on the use of their 
7oreign exchange earnings in addition to their normal allocations 

of foreign exchange? 

(ii) Does the Bank of Zambia intend to deduct from these expcrters 

normal and regular request for foreign exc~ange cover of their 

letters of credit, the amount credited to them from the new 

scheme? 

The element of uncertLinty introduced in regard to the relationship 

between the new foreign exchange credit system and 'normal' 

administrative allocation of foreign exchange for the import needs of 

exporters greatly diminishes the incentives to these exporters from the 

new scheme. Further, the replacement of the concept of net foreign ex­

change which is the difference in foreign exchange used in the produ:tion 
and the F.O.B. value of the export unit is unwise. The maintenance of 

the 'net concept' encourages the use of domestic resources by rewarding 

those exporters who reduce the import content of their export products. 

In later sections, possible new strategies to enhance the 'net concept' 

as well as streamlining of the admini~trative system of the new credit 

scheme will be examined. 

4. Priority Status and the Allocation of Foreign Exchange 

The 1977 Industrial Development Act allows for 'preferential treatment 

with respect to the granting and processing of import licences', 'to 

any enterprise which satisfies the Minister that it exports a substantial 

amount of its products'. 

The issuance of an import licence is a prerequisite in Zfmbia's 

administrative system to the allocation of foreign exc~ange. This is 

done by the import licensing unit of the Ministry of Colllllerce & Industry 

acting under instruction from the Ministerial Foreign Exchange Convnittee. 

This high level Ministerial Cor.vnittee was constituted by a presidential 

directive in 1981 to supercede a Technical Cow.r.:ittee of Permanent 

i 
: 
I 

I 
' I 

l 
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Secretaries which had been administratively accomodated in the Ministry 
of Commerce and Industry. 

The scope and policy direction of the Ministerial Committee in the 
allocation of foreign exchange is defined as follows: 
(paper presented by Ministry of Convnerce and Industry - Annex III) 

(a) it is responsible for all foreign exchange allocation and not 
only allocation for imports. 

{b) being constituted at such a high level it has a policy ~aking 

and coordinating prerogative that was not within the reach of 
the former Technical Conmittee. 

(c) Its Secretariat is a permanent body with the status of a 
Ministry section and is responsible for the implementation of 
all decisions made by the Ministerial Committee. 

(d) The Committee determines the conmodities to be imported in 
addition to the value limit by selecting commodities from a 
list submitted by the applicants. 

The Ministerial Cormlittee has directed the Import Licensing Unit 
to give priority iP the issuing of import licences and to the Bank 
of Zambia in appropriating foreign exchange in three areas (see Annex 
III):-

(i) essential commodity producers/importers 
(ii) essential commodity support industries 
(iii) other (pre-selected) priority areas 

The essential commodities include, foodstuffs, cooking oil, soap5/ 
detergent, crude oil, fertiliser, medicine etc. and the support 
industries receiving priority are largely services and packaging 

to ensure the production and distribution of essential conmodities. 

' ' 
I Ill 

' " 
' 
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The priority areas selected are largely in the manufacturing sector 

which due to employment or revenue generation are considered 
'indispensable to the national economy'. Additional criteria in 
selecting between individual firms is based on the level of employment 
and type of investment deemed by the committee to contribute signific~nt­

ly to the economy. 

The Exporter 

The practical effect or incentive this system provides to the exporter 

remains to be seen. The day to day bureaucratic hurdles to overcome 
in obtaining import licences seems to have been overlooked in addition 
to securing available foreign exchange from the Bank of Zambia. This 
issue will be reviewed in some detail in later sections. The following 

diagram illustrates the present situation:-

MINISTERIAL CJMMITTEE 

~ SECRETARIAT 

1-IM_P_OR_T_L_l_C_EN_C_I N ..... G--UN_I_T_ I 

EXPORTER/ 
IMPORTER 

.J BANK OF ZAMBIA 

In the ranking of the areas to receive priority in the allocation of 
foreign exchange, after the needs of essential corrrnodities and support 
industries have been met, the status of 'e~porting comµJnies' remaini 
low. Of the twelve (12) areas and eighty four (d4) co111µt1riies 9iven 
prfority status by the Committee, L'r·~ six export companies are grouped 

' 

number twelve (12), the last to rec,eive con';ideration. 

l 
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The Ministerial Committee recognises that quantity restrictions 

(QR's) through import licensing is a cumbersome mechanism to control 

the level of imports. However, instead of moving towards a more 

unifonn system of tariffs, the Committee intends to take a more 
direct control of importers themselves:-

"The Committee is of the opinion that a effective 
control over importing can be exercised t~ rloser control 

over importers rather than i ndi vi dual transacti 011s". 

The Committee intends to use a computerised registration system as 

a data base to rank and reduce the number of importers. Thus in the 

name of 'more equitable distribution of foreign exchange' the room 

for flexibility and enterprise in the business community will continue 

to be curtailed tl1rou9h a more sophisticated administrative allocation 
s_ys tern. 

Zambian Export Promotion Council (ZEPC) 

The Zambian Export Promotion Council (ZEPC) is the nationJl 

institution whose purpose is to advise and assi~t the Ministry of 

Commerce and Industry in the promotion and development of Zambian 
exports. 

When first created by Ministerial decree in 1977/1978, the invnediate 

tasks set out for it by the Minister of Commerce and Foreign Trade v1ere:-

(i) To promote and encourage Zambian exports; 

(ii) To encourage the establishment of export oriented industries; 

(iii) To organise the provision of information and government 
support services; 

(iv) To arrange for the training and development of Zambian 

personnel suitable for export promotion; 

(v) To coordinate the country's export activities. 

Structure 

The ZEPC organisational structure comprised:-

l 



Genera 1 Council 

Technical 
Committees: 

Secretariat: 

Activities 

- 21 -

- whose Chairman was the then Minister of Commerce 
and Industry and Vice Chairman the Permanent 
Secretary of that Ministry. The membership was 
drawn from the heads of economic Ministries, trade 
organisations and individuals interested in trade 
promotion. 

Six technical co11111ittees were formed to oversee 
(1) Manufactures (2) Agriculture (3) Trade . 
Facilitation (4) Transport (5) Export Incentives 
(6) Export Financing. 

The formation of the ZEPC coincided with the 
u;:>grading tu Deoartmen' . ..1 l Status of the Foreign 
Trade Section of the Ministry of Commerce and 
Industry. A large number of personnel within the 
Department of Foreign Trade also Qssume duties 
within the ZEPC Secretariat. The Director of the 
Dept. of Foreign Trade is the Executive Secretary 
of the ZEPC. 

The general council of the ZEPC met twice annually during 1978/79 to 
discuss reco11111endations arising from the technical committees. There 
is no record of a council meeting since 1979. The technical corrrnittees 
have teen largely inactive for a number of years, and the LtPC has been 

reduced in status and operational effectiveness. 

It is unclear whether the continuing provision of the (1) Trade 
lnfonnation Service (2) Publication of the "Zambia Export News"; 
(3) Marketing Assistance in Trade Fairs/Exhibiti0ns and (4) Training, 
are carried out under the auspices of the secretariat of the ZEPC or 

the Department of Foreign Trade. 

Staff and Budget 

As previously outlined, the ZEPC has no full time staff. The 
organisational chart of the Department of Foreign Trade is provided 

in Annex V. 

The Budget of the ZEPC is provided as an annual sub-head provision 
of the Department of Foreign Trade. Even takina into account the 

' 
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absence of staff renumeration. office accolTlllodation and general 
utilities, the funds provided are dismally small:-

1980 

1981 

1982 

K 18,000 

K 16,500 

K 20,000 (estimates) 

Additional funds are provided through the Department of Foreign 
Trade for a variety of export promotion activities. These include:-

Trade Fairs and Exhibitions 1980 

1981 

1982 

Trade Delegations 1980 
1981 
1%~ 

Trade Fair Grant in Aid 1981 
1982 

Export Subsidy 1980 
1981 
1982 

The Exporter 

K 200,000 

K 180,000 

K 170,000 (estimates} 

K lS,000 
K 11'000 
K 20,000 (estimates) 

K 30,0UO 
K 30,000 (estimates) 

K 200,000 
K 100,000 
K 100,000 (estimates) 

The current structure and activities of the ZEPC provide little 
assistance and less incentive to the Zambian export colTITlunity to 
pursue ~xport opportunities. The provision of technical assistance 
of trade promotion advisers from the International Trade Centre and 
the Cormiission of the European Communities has had some beneficial 
effects in regard to t1e provision of a Trade Information Service and 
various export or·ientated development projects. Further reco11111endat ions 
to streamline trade documentation in particular await government 
reaction. 

The most prominent area of activity is the participation in Trade 
Fairs and Exhibitions, which also use the lion's share of funding 
provided for marketing assistance to Zambian exporters. A list of 
trade fairs at which Zambia participated are contained in Annex VI 

l 
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However, it was found through discussions with a representative 
cross section of Zambian exporters that little or no benefit was 

derived from participation in such trade feirs. It was th0ught 

that participation in national exhibitions in surrounding countries 
was motivated primarily by prestige and political reasons without 

any clear commercial objectives being used. This was confirmed in 

discussions with officials of the Department of Foreign Trade. 

Finally it must be noted that individuals working within the 

Department of Foreign Trade and some overseas tr~de attaches, 
most notably in Zaire, provide useful assistance and receive much 
praise from the exporting community. However, the export promotion 

activities of the ZEPC and the Department of Fvreign Trade are 

generally dismissed as ineffective. 

Folicy reco11JT1endations to enhance Government sponsored export 

promotion activities are contained in Section III. The objectives, 

r~Jg~ of activities and guidelines for optimal organisational 
structures for Government sponsored export promotion organisation 

is contained in Annex VII. 
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Part II 

4. MAJOR CONSTRAINTS 

l. The Export Firms 

In chapter 2, ta~le II, a breakdown was given of six product groups 

which have shown some growth in exports. The following subsections 

attempt to illustrate the cost constraints for the three leading 

Zambian firms involved in exporting. For each firm an analysis is 

provided for: 

( i) Capacity Utilisation 

(ii) Cost of Production 
(iii) Imported materials as a percentage of total materials used 

(iv) Exports as a percentage of the total value and volume of 

sales 

(v) Comparison of export price/domestic price; and average 

total and variable C)St per each unit of production. 

(vi) Foreign e~change. 

The financial data for each of the firms was obtained through a 

completed questionnaire provided to the World Bank Mission team. 

There are serious inconsistancies both in the information contained 

in the questionnaires and in their comparison with data provided by 

the Ministry of Commerce and Industry, the Central Statistics Office, 

Lusaka and through the Mission team's interviews with senior 

management of the firms. 

Nevertheless, the analysis of the cost of production and the foreign 

exchange requirements of the firms can be used to illustrate the 

high cost operations of these companies. Likewise, the relationship 

between the foreign exchange used in production and that obtained 

through export sales is crucial to certain policy recommendations 

contained in Section III. 

l 
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A) Chilanga Cement Co. 

Capacity Utilisation 

Production of portland cement at the Chilanga Cement factories 

is approaching 70~ of installed capacity. Though this is high 

by Zambian standards, discussions with the management reveal that 

major constraints to increasing production were the depressed 

domestic demand and the relative poor state of the Chilanga works 

as ~ompared to the company's modern Ndola plant. Re-habilitation of 

the older Chilanga plant is being hampered by the inability of the 

Bank of Zambia to release foreign exchange provided through a 

European Investment Bank (EIB) loan. 

Cost of Production 

Nearly 70% of the total production costs are made up of material, 

labour, and miscellaneous (thought to be primarily power and 

transport). Nevertheless, the firm is profitable on the domestic 

market where unit price covers total unit cost leaving a profit 

margin of 19%. 

Management has recently applied to its Board for a price increase 

in excess of 20%. The primary objective is to match anticipated 

inflation and generate sufficient internal savings to accelerate 

the plant rehabilitation project. 

Imported Materials 

Imported inputs represent about 10% of variable cost. Likewise, 

imported materials which make up 14% of total materials used in 

production is required chiefly for the packaging of bagged 

portland cement. 

Exports 

The export price charged by Chilanga Cement exceeds variable cost 
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by 23%. While this still represents a loss at total unit cost, 

it would be reasonable to continue e~porting in anticipation of 

an exchange rate adjustment thereby increasing the profitability 

of expo·ts. A more important aspect is the use of exports as a 

mechanism to sustain production during a time of depressed domestic 

demand for this continuous process industry. 

Since Chilanga Cement is essentially a domestic resource user, the 

foreign exchange use in production represents about 5% of total 

unit costs. Therefore, any increase in exports is likely to allow 

Chilar.ga Cement to become an important foreign exchange earner to 
the Zambian economy. 
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CHILANGA 

A) Capacity Utilization (tonne) 

Products 
Portland Cement 

B) Cost of Production 

1980/ 1981 68% 
1981/1982 69% 

(1980/1981) % 

( 33. 7) 
( 9.3) 
(18.4) 
(16.4) 
( 8.9) 
( 6. 7) 
( 6.4) 

100 

c) Imported Materials as (1980/1981) 
·% TQtaLMaterial s 

Imported 
Domestic 

Total 
% 

Full --
460,000 
460,000 

ic·ooo 
Total 

7331 
2037 
4008 
3580 
1940 
1462 
1396 

21754 

K'OOO 

1029 
6302 

7331 
(14) 

D) Exports as % Total 1980/ 1981 Sales/Volume 
Sales 

Domestic 20414 
Export 1932 

Total 22346 
% (8.6) 

E) Export Product (Bagged Portland Cement) 
K/MT 

Export Price K 42 
Domestic Price K 85 
Unit Cost (Tot) K 69 
Unit Cost (Var) K 34 

Export Price % of 
Unit Cost (Tot) 
Unit Cost (Var) 

F) Foreign Exchange Used In Production 

(0.6Q) 
( l . 23) 

Unit Forex Cost K 3.25 
% Total Cost 4.7% 
% Var. Cost 9.5% 
l Export Price 7.7% 

Vol 
263.5 
46.5 

-
315 0 
(14 .. 7) 

Actual 
315,000 
319,000 

Unit 

23.27 Materials 
6.46 Local Svces/Supplies 

12. 72 Miscellaneous 
11 . 36 Labour 
6 .15 Depreciation 
4.64 Interest 
4.43 Indirect Tax 

69.03 

1980/1981 

Sales Vol 
22661 266 .5 
2366 52·5 

25027 319. 0 
(9.4) (16.4) 

I 

I I 
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B) Zambia Sugar Co. 

Capacity utilisation 

- Production capacity at the Zambia Sugar Co. plants at Ndola and 

Nakambala are relatively high by the Zambian "norm". Management 

has estimated that installed plant capacity has a potential to be 

increased by as much as 25~. However, increased util~sation of 

plant depends on the availabiiity of raw sugar cane which is subject 
to perioaic climatic constraints. Further, the existing cane 

plantation at Nakambala can be developed to yield only an 

additional 50,000 tonnes of raw cane per Jnnum. 

Sost of Production 

The analysis of the cost of production ir the accompanying table 

reveals a fairly high level of labour intensity and long tenn 

indebtness. Miscellaneous costs were described by management to 

the Mission team as containing the cost of plant repairs, haulage, 

marketing and interest on short-term finance. (working capital) 

The scarcity of working capital is caused by a strict price 

control of refined sugar on the domestic market. Both domestic 

and export price per tonne of refined sugar, reveals a profit 

~argin of less than 3% when compared to total unit costs. With 

significant short and 1 ongterm deb\:, the Government imposed price 

restrictions presents a danger to the profitability and viability 

of the finn. 

Imported Materials 

According to the information supplied in the above mentioned 

questionnaire, imported inputs represent 10% of variable costs. 

Imported materials used for packaging represent 22% of total 

materials used in production. 

l 
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Exports 

- The export price of refined sugar is stated to be the same as 

the domestic price both of which are above total and variable 

costs per tonne. 

Unlike the price charged on the domestic market, the export 

price is determined by market demand and will continue to be only 

marginally profitable at the current exchange rate. It should be 

noted that the price of cane sugar is usually governed by special 

agreements between producer and consumer countries and only a 

small percentage is traded on the 'free' world market. 

Zambia Sugar Co. is a high domestic resource user evidenced by 

the low foreign exchange content in the production of refined 

sugar. While increased exports would allL~ the firn to become 

a major foreign exchange earner, even at the current exchange 

rate, this is unlikely for three reasons: 

(i) Sugar consumption in Zambia is estimated by management 

to be increasing at 7.5% per year. With continuing 

Government policy directing the firm to satisfy local 

demand, production for export is being curtailed. 

(ii) The development potential of existing plantaticn is 

limited and the cost in developing new areas for 
plantation is beyond the firm's financial resources. 

(iii) Both exports of molasses and refined sugar are currently 

threatened by the proposed ethanol plant project. It is 

thought likely that production, which had been export 

orientated, will now be diverted to be used as the raw 

material for what must be considered as a questionable 

development project. 
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ZAMBIA SUGAR 

1980/1981 

66 
83.8 
68.2 

Full 

48,000 
76,000 

150,000 

Actual (tonne) 

31,738 
63, 761 
102,318 

B) Cost of Production (Refined Sugar) (1980/1981) 
Average for both Plants 

% 

(10.7) 

( 42. l ) 
(22 .2) 
(10.4} 
(12.8) 
( 1. 7) 

(100) 

C) Imported Materials as % 
of Total Materials (Refined Sugar) 

Imported 
Domestic 

TOTAL 
% 

* D) Exports as % (Refined Sugar) 
Total Sales/Volume 

Total --
4 .122 

16. 158 
8.511 
3.991 
4.912 
0.659 

38.35~ 

Unit 
43.17 

169.20 
89.12 
41.80 
51.44 

6.90 

401.63 

10.05 
33 .12 

43.17 
(23} 

Materials 
Local Svces/Supplie~ 
Miscellaneous 
Labour 
Depreciation 
Interest 
Indirect Tax 

Sales (K'OOO) Volume (tonnes) 

Domestic 39.075 93044 
Export .762 1365 

TOTAL 39.837 94409 
% ( l. 9) ( l . 4} 

* Statistical Data from questionnaires is not in accord with published Government 
·Data, or Company interview. 

E) Export Product (~efined Sugar) 
K/MT 

Export Price 
Domestic Price 
Unit Cost (Total} 
Unit Cost (Var) 

F) Foreign Exchange Used in Production 
{Refined Sugar) (K/Tonne) 

K 412 
K 412 
K 401.43 
K 94 .15 

Unit Forex Cost 10.05 
% Total Cost 2.5% 
% Variable Cost 10.6% 
% Export Price 2.4% 

Export Price % of 
Unit Cost (Tot) (l.02} 
Unit Cost (Var) (4.37) 

l 
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C) Metal Fabricators of Zambia Ltc. (ZAMEFA) 

Capacity Utilisation 

Capacity utilisation at ZAMEFA varies significantly within the 

product mix. The main constraints inJicated by management were 

the limited availability of foreign exchange for imported raw 

materials, difficulty in obtaining spare parts from distant 

suppliers, and the uncertainty of de~and projections of the 

Zambian Mining Industry which is the primary consumer. 

ZAMEFA has recently undertaken a K 3 million investment in plant 

which is aimed at overcoming a production bottleneck which has 
seriously affected domestic and export sales in bare copper cable. 

Presently, the firm is forced to use copper billets, a semi-processed 

product obtained from the mining refineries at a higher price than 

refined electrolytic copper wire bars. This curtails long-run 
processing of copper cable which is generally sold by the kilometer, 

and reduces product quality by requiring additional welding in 
high voltage cable. The new plant will allow the firm to purchase 

electrolytic copper wire bars and produce copper cable at 

international (world's best) standards both reducing costs and 

increasing the finn's competitive position on the international 

market. 

Cost of Production 

- ZAMEFA is a capital intensive firm producing low value-added products 

as evidenced by the low labour component in the cost of production. 

Cost of materials represents th~ most significant cost component and 

the import content is relatively high. 

The materials component is made up primarily of domestically 

produced copper and imported PVC and steel wire. There is little 
likelyhood of reducing the import content through securing local 
suppliers but the purchase cost of domestic materials (copper) 

should be reduced by the above mentioned r:Pw plant development. 



- 32 -

Exports 

- The export price within the firm's product mix ~s significantly 

lower than domestic price. This may indicate a fairly high 

level of protection on the domestic market and internatior~l 

over production depressing demand in the firm's export markets. 

According to information obtained, ZAMEFA currently exports 

at a loss in all product groups und, significantly, only covers 

variable costs in the export of bare copper rods. However, fixed 

costs are low and it is likely that an exchange rate adjustment 

may allow exports to become marginally profitable. 

Foreign exchar.~e component 1n the cost of production while not low 

is modest, and significant increase in exports should allow the 

firm to become a net earner of foreign exchange. 

l 
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ZAMEFA 

Capacity Utilisation 
1980/1981 Full (Tonne) Actual (Tonne) 

Products: 

(1) Bare Copper 
(2) Unarmoured Copper 
(3) Armoured Copper 
( 4) Other 

c, 
lo 

10% 
76% 
41% 
62% 

3204 
336 

1332 
1250 

B) r.ost of Production Products (tonDe) 

321 
257 
551 
775 

(l) (2) (3) (4) 
(59.5~) 162J.49 (46.9) 2776.QO (52.7) 3416.25 (60.5) 2166.40 Materials 

l27.3%) 743. 98 (36.9) 2184.00 (38.2) 2475.95 (28.5) 1021 .00 
3. l % ) 84.34 ( 3.8) 

( 6.7%) 183.73 ( 8. 2) 
( 3.3~~) 90.36 ( 4. 0) 
( 0.1%) 3.01 I - ) \ 

TOTAL 2728.91 UNIT COST 

C) Imported Materials as % 
Total Materials 

* D) Exports As % of Total 
Sales/Volume 

224. 00 ( 2. 1) 139.30 ( 2.5) 9208.00 
488.00 ( 4.6) 301 .82 ( 5. 4) 
240. 00 ( . 2. 3) 149.25 ( 2. 7) 

4.00 ( 0.1) 

5916.00 

(50%) 

5.63 

6489.20 

Products 

2 (50%) 

( 

Products Domestic 
K'OOO/M tonne Sales Volume 

2 
3 
4 

768 
2105 
5259 
1664 

9796 

153 
241 
603 
247 

1244 

- ) 

TOTAL 
% (83.2) (63.9) 

195.48 
98.55 

3.23 

·3575. 76 

3 ( so:q 

Sales 

450 
33 

822 

1305 
(11.7) 

Local Svces/Supplies 
Miscellane0us 
Labour 
Depreciation 
Interest 
Indirect Tax 

Exports 
Volume 

180 
9 

372 

561 
(31.l) 

* Statistical Data from questionnaire 
Data or Company Interviews. 

is not in accord with published Government 

E) ExEort Products 
(per tonne) K (Product 1 ) (Product 2) (Product 3) (Product 4) 

Export Price 2500.00 3667 .00 2ZIG.uo 
Domestic Price 3639.00 8734.00 8721.00 6737.00 
Unit Cost (Total) 2725. 90 5912.00 6482.60 3573.50 
Unit Cost (Variable) 2454.82 5196.00 6038 .15 3282.71 

Export Price as % of 
- Total Cost 91. 7 % 62 % 61 .8% 
- Variable Cost 102 % 70.5% 67 .3% 

F) Foreign Exchange used Products 
in Production (K/Tonne) ( 1 ) (2) (3) (4) 
Unit Forex Cost 813.25 1388.00 1708.13 1300.48 
% Total Cost (Production) 30% 23.4% 26.3% 36.4% 
% Var. Cost (Production) 33% 26.7% 28.2% 39.6% 
% Export Price 32.5% 37.8% 58.8% 
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2. Exchange Rate Policy 

- The Zambian Kwacha is clearly overvalued as evidenced by the 

perisitent balance of payments deficits over the last few years. 

Total expenditure far exceeds domestic production and imports have 

consistently outstripped export earnings (primarily copper). 

Recent reports indicate that the mining industry is experienci~g 

huge losses as domestic costs have increased making the industry 

unp~0fitable at the existing exchange rate (approx. U.S.$.85 per K). 

There have been suggestions that Zambia must devalue significantly 

to allow the mining industry to become ~arginally profitable, thereby 
laying the foundation for economic recovery. 

Likewise, the Zambian inflation rate as compared to the US for 

the years 1970 - 1980 rose to s1:ch a degree that the Kwacha has now 

apprecicted (in real terms) by as much as 35% against the US $. 

Clearly at this level of dis-equilibrium an overvalued Kwacha has 

made exporting increasingly unattra~~ive while enha~cing the profit­

ab1 l1ty ot production for the domestic market. It is not within the 

scope of this report to prescribe the extent of a possible exchange 

rate adjustment which must consider the effects likely on other 

sectors of the econoray. However, without a much more realistic 

exchange rate, exporting from Zambia will continue to be both 

unattractive and unprofitable. 

3. Import and Export Licensing 

- As previously described in Chapter 4 the Government of Zambia has 

developed an import licensing system as the principle mechani~m for 

the imposition of quantity restrictions on imports. The twin purpose 

of this mechanism is:-

(i) To restrict a range of imports generally and particularly 

to prohibit importation of certain 'luxury' or 'non-essential' 

goods thereby saving foreign exchange. 

l 



- 35 -

(1i) To provide a high level of effective protection to 

manufacturing industry. 

A full list of the restricted imports is provided in Annex IV 
This section attempts to describe the impact of this policy in cost 

terms to the exporters, and the bureaucratic constraints imposed by 

the existing system. 

The Cost 

The cost effects of import licencing on the manufacturing exporter 

includes:-

(i) Raising the price of domestic inputs through protecting 
local producers from cheaper more efficient foreign 

competitors; 

(ii) Causing undue delays in the importation of r~;2ian inputs 
thereby reducing manufacturers ability to establish effecti~:::: 

production planning systems; 

(iii) Forcing the exporter to pay premium prices to foreign 
suppliers where uncertainty of continuous import orders 
and timely payments allows the supplier the price flexibility 

of a 'sellers market'. 

(iv) Reducing manufacturers' output thereby i,ncreasing unit costs. 

The overall effect on the price of Zambian exports caused by the 
inflationary impact of the export licensing regime within the economy 
is difficult to quantify. However, taking into account the disincentive 

of the (overvalued) exchange rate and the imposition of a strict 
import licensing regime, the competitiveness of Zambian exports on the 
international or regional markets is seriously undermined. Likewi~e, 

the attractiveness of the highly prote~-ted domestic market strengthens 
the anti-export bias inherent in the economy. 
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The System 

For the Zambian firms still willing and able to engage iD exporting, 

the b~reaucratic procedures involved in obtaining an import licence 
are daunting. The Import Licensing Unit of the Ministry of ColTlllerce 

and Industry requires the applicant to:-

(i) Register as an importer; 

(ii) Present a completed application certificate for foreign 
exchange cover from the newly established Ministerial 

Committee on Foreign Exchange alloca:ion; 

(iii) Complete a detailed application form for the import licence; 

(iv) Enter into ne9Jtiations via his commercial bank with the 

Bank of Zambia to secure available foreign exchange cover 

for the araount stated in the import licence; 

(v) Pay a 5% govern~ent levy on the F.O.B. value of the 

imported goods cited in the import licence over and above 

any customs or any other duties payable. 

In practice the i~suance of import licences which ?.re not tied to the 

availability of foreign exchange cover from the Bank of Zambia has 
greatly undermined the orderly administrative allocation of foreign 

exchange. 

Firms routinely apply for import licences as a matter of course. 

They retain these licences in anticipation of the general foreign 
exch3nge allocation to their commercial bank or more often to increase 
their ability to pressure the Bank cf Zambia to provide direct foreign 

exchange cover. 

A more disturbing development reported by a number of industrialists 

was the growing 'illegal market' in import licences. Naturally this 
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cannot be verified but the frequency by which it was cited 
illustrates a serious area of abuse inherent in a situation of scarce 
foreign exchange and a continuing policy of quantity restrictions. 

Further the 'premium' payed for import licences on the illegal 
market increases the real cost to the exporter in obtaining letters 

of credit for his imported inputs. 

Export Licensing 

Zambian exporters are required to obtain an export licence fro~ the 

Export Licencing Unit of the Ministry of Commerce and Industry. 
Zambia's policy ~f import substitution has required that manuf~cturing 

firms must endeavour to satisfy domestic demand before engaging in 

exporting. 

His ExcPllency the President's recent statement, 'if we are to survive 

from now on it is export of perish', would indicate that export 

licensing of manufacturers is no longer appropriate. 

4. Foreign Exchange Allocation 

The administrative allocation of foreign exchange at the national 

level through the Ministerial Co111T1ittee on foreign exchange has been 
described previously in Chapter 4. What is attempted here is an 
illustration of the actual foreign exchange allocation system by the 
Bank of Zambia, and its effects on the country's exporting community. 

Once an exporter has received his import licence from the Ministry 
of Conmerce and Industry there are two options available to secure 

adequate foreign exchange to cover letters of credit opened by his 

conwnercial bank:-

(i) The exporter requests his conmercial bank to approach the 
Bar1k of Zambia for the amount of foreign exchange to the 

kwacha deposited covering that amount stated in the approved 

import licence; 
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(ii) The exporter approaches the Bank of Zambia directly to 

obtain a 'specific' order to his commercial bank to open a 
letter of credit in the amou~t cited. 

In either case, the exporter (importer) is required to deposit the 

kwacha equivalent at his commercial bank to be converted into foreign 

currency at the current official exchange rate. The difference in the 
two approaches is important:-

(i) Approximately 90% of all foreign exchange allocated by the 

Bank of Zambia is directed towards 'specific' requests of 
individual importers. 

(ii) The Bank of Zambia seeminsly does not produce a written 

priority list of individual firms receiving 'specific' 
allocations. 

(iii) The general allocation (approximately i0%) made by the 

Bank of Zambia to the commercial banks is intended to 

(1) aliow the commercial banks to service the import 

requirements of their customers; (2) allow the colTlllercial 

banks to reduce accumulated payment arrears owed to foreign 
suppliers. 

The administrative system in the allocation of foreign exchange 

subjects the Zambian exporter to conditions that would be intolerable 

unde· ~ny normally recognised commercial climate. The level of 

uncerl .inty created in the timely execution of export orders. the 

lack of planning and the waste of valuable management time, are the 

most appurent casualties of this system. The actual financial and 
economic costs to the individual firms are unknown. 

5. Transport 

Zambia's external trade has in the past been adversely affected 

by disruption to its transport links caused by the political upheavals 

l 
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in the then Southern Rhodesia. However, serious problems have 
continued especially on the Tanzara rail system, due to poor 
management and technical problems arising from inadequate maintenance, 

unsuitability of rolling stock, insufficient spare parts and the lack 

of skilled personnel. 

A detailed analysis of the cost of transport on imported inputs in 

production of export products is beyond the scope of this report. 

However, as seen from the previous section on export markets, the 

exports of finished manufactured products are concentrated in the 
surrounding markets of Zaire, Malawi, Burundi and Rwanda which are 

primarily serviced through road haulage. Thus immediate improvement 

in the carrying capacity of Zambia's road haulers and a reduction in 

the price charged to Zambian exporters will be of direct benefit to the 

exporting community. 

A breakdown of Zambia's external routes and import/export tonnage 

is given below, Table III. In the following sections, a brief 

description including quoted transport tariff for road haulage and 

container rail services are provided. 

Road Transport 

Production of finished goods for the Zairean market is concentrated 

in the Copperbelt province which, due to close proximity to the 

border, makes the test of transport relatively cheap, though trans­

porting itself remains problematic. 

Infonnation regarding the cost of road transport to the two most 
important southern markets of Malawi and Zimbabwe were obtained 

from Leopold Waldford (Zambia) Ltd. These rates should be considered 

the current 'norm' and are negotiable. Likewise, any significant 

increase in Zambian exports should result in a decrease in the unit 
cost price of transport both for imports and exports, since presently 

haulers must re-adjust their tariffs to service the overwhelming one­
way import traffic. 
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Curre~t Rates:-

(a) Lusaka - Har~·c .:imba~we, 

f.55 per ron 

c . . .. a 1 i 

lC negwe per tor per k~. 

Due to Je~ays, pilferag~ and ~is-handling sf the tran~port of 

ma11Lcactured imports ana exports are incrc2s1ngly being containerise~ 

on the Tanzara system. The rail link to Dar-Es-Salaa~ is the only 

cGntainer service presently cperating in/oLt Zambia. 

The fellowing costs are approximate and pertain to a 20 ft. full 

container load (FCL) holding 18 tons. 

Current Rates:-

(a) Lusaka - Dar-Es-Salaam - K 2,500 

(b) Dar-Es-Salaam - Rotterdam/London - K 2,350 

(c) Port charges - Dar-Es-Salaam:­

Wharfage 0.125% C.I.F. 

Shore Handling - K 1.6 per ton weight/volume 

(d) Agency charges - K 130 per container 

TOTAL:-

A) 

B) 

C) 

D) 

K 2,500 

K 2,300 

K 30 

K 130 

K 5,Gl~ nlus (0.125 C.I.F.) 



Tl=' 
'~ --

' : :'. i. l) 

: ~,-ibabwe 
3Juthern) Road 

~ ~1'.b:Jb:Je 

· -"outhern) Rail 

-i.r Freight 

T 0 T A L 

- 4l -

• :: : _J 

- ,_CJ 

2~ 1 ,3~4 =-[,231 ~~~ -zo 
:__ ,. E: , 7 13G ; 

'_ - ) 

- ' -
... r: -: ·--. 

' --. - , --. ' " 
--- ,' 7 = '___, . ~: 

--r- ~ .; ,.-,r-i 
- ) -' ' '~ 

:::,-t:-J1~' 

~' ·-~ "'. r_: 
,, ' .:: .. -::; ) 

_,.': 

~ --:. ,. r. --·' _./ '-

(i+) (-) 

342, 728 

23,665 

7:,255 
(GS, 20':1) 

2~4,~g2 37C,~55 
(303' 5lJ7) 

8 , 6 19 19 , GI, 6 

~. 1~3 50,955 
( 550) 

:::r:.5,838 214,619 
c =~·o, S4J) 

3,4'37 9,027 

981,738 766,259 880,387 790,508 533,611 

(699,426) (615,578) 

--

·The3e figures represent exports to ~nd imports from Zaire. 

~8 Figures in brackets refer to nine months period of 1980. 

Source: Contigency Planning Unit. 

":45,~CJ1 

2,935 

485,752 



- 42 -

5. WEAKNESSES IN THE INCENTIVE STRUCfURE 
AVAILABLE TO ZAMBIAN EXPORTERS 

The following are some of the major weaknesses in, or lack of specific 

export incentives availat·1e to Zambian firms. Access to such incentives 

would not represent effective subsidy to exporters but should be 

intended to compensate exporting firms which are now subject to the 

strong anti-export bias of the Zambian economy. 

1. Finance 

If export marketing is to be successful, Zambian exporters must have 

access to finance on terms no less favourable than their competitors. 

Availability of pre-shipment finance for exporting firms appears 

limited to conventional overdraft facilities offered by commercial 

banks. Many existing and potential Zambian exporting finns are 

deficient in managerial expertise, their level of retained earnings 

and other co11atera1 which would form the basic criteria for normal 

banking credit. 

2. Export Credit Insurance 

An export credit insurance scheme does not operate in Zambia. This 

jeopardises the Zambian export effort in particular through the lack 

of security for bank finance used in the production of manufactured 

products destined for export. In addition, the absence of such a 

scheme curtails Zambian firms from offering credit terms to 

potential buyers in the surrounding regional markets. 

3. Export Payment Guarantees 

A more serious constraint on the development of Zambian exports s 

the complete absence of a payment guarantee scheme. Many of 

Zambia's most important surrounding Afric3n export markets are 

themselves facing serious foreign ~xcbange difficulties. 

l 
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In discussions with a cross section of existing and potential 

exporters, the real threat of lack of timely payment for export 

orders delivered poses a strong disincentive to eng0ge in exporting. 

Normal export credit insurance schemes do not cover a 'transfer delay' 

- the time lag in securirg payment of export orders. A government 

back payment guarantee scheme is crucial to the development of inter­

regional trade for Zambia. 

4. Customs Duty Drawback 

The 1977 Industrial Development Act and the Customs and Excise Act 

allows for the refund of duties paid on imported inputs used in the 

manufacture of export products. 

The sche~e now in force has been identified by the International 

Trade Centre, UNCTAD/GATT as being extremely complex to administer. 

An exporter attempting to avail of the scheme has to undertake a 

number of steps which include:-

(i) Registering with the Department of Customs ,ind Exci<;e 

(ii) Declarin9 at the time of import that amount of duty 

likely to be claimed as a drawback at the t 1me of export 

{iii) Filing a number of copies of the drawback <1pplication 

along with the export bill of entry 

(iv) Negotiating with the Customs Department tht· link betwe1!n 

the export and import bill of entry to est,wlic;h the 

value of the duty-r1·IJted import within the ex1•ort product. 

Not surprisingly, only r ;,c.• exporter of Dilrment:. has r1t i o·mpted to 

claim duty drawback an<i :he s._heme as it J~·er,lft', 1HCSc'.1Ls no 

incentive to the exporf.i;1g cur111T1unity. 
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5. Marketing 

In wide ranging discussions with management of a number of Zambian 

manufactur'~g enterprises one is str~ck ~ith the almost com~lete 

proauction orientation of management personnel. 

Marketing and export ~6rketin~ in part~cJlar is a serious and 

comp~ex ~us·ness. The irn~crtance of ~ar~et ng tra~ning and up-to-date 

infc~atian ~n which to base ~arketing Jecis'ons cannot be over-stresse~. 

In view of :ne past 'nvestn~nt perfcr~a~ce cf many Zambian firms, the 

acsence 8f the marketing furc:ion 2t ~i~~-~evel management must be 

viewec as a serious deficiency. 
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Foreign Exchange Credit System 

The recently promulgated foreign exchange credit system ( "Yf: Lhaptt>r 

3) remains an inadequate incentive to Zambian t ir1~'" in the 

development of exports. 

The Government of Zambia may give consideration to:-

(i} Introducing a foreign exchange credit system \;,,J" lows 

a substantial portion (75 - lOO"q of the net f' , 1' exct:,inc, 

earned by exporters to be retr:1ined b; then1 fo. 

the management of those firms deems ci1::.ir1blf· 

: , er u· 
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(ii) Allcwina such retained foreicm exchanqe to be lcrlaed directly 

in the exporter's commercial bank without first being paid 

over to the Bank of Zambia. 

( i i i ) ~tennining on an annual basis a sinple fornula whidl will 

establish the net percentage of foreign exchange to be 

retained by each exporting firm for all exports realised. 

(iv) Assuring that the oi:~ning of letter::; of credit by those exrort 
finns using their retained foreign exchange will not be 

subject to import licensing requirements. 

( v ) _"\ssurinq that the normal administrative allcx::ations of foreicm 

exchange required by exporting firms participating in this 

scheme will continue to be treated as a priority area to 

ensure increased utilisation of productl'le capacity. 

Net Foreign Exchange 

(i) A simplified formula which might be considered to detennine 

net foreign exchange would include: (1) the Zambian export 

price minus directly imported materials used in production; 

and (2) less the foreign exchange earnings foregone in the 

processing of traditi0nal export co11111odities (e.g. copper etc.). 

(ii) In putting forth this recorrrnendation it is recognised that 

foreign exchange costs which may be incurred in depreciation 

on imported machinery or interest due in foreign exchange is 

not taken into consideration. It is felt that the inclusicn 

of such items, while theoretically appropriate, would rrake the 

scherre too CC1t1Jlex to administer under Zarcbian ooncliticns. 

Export Development Fund 

The Government of Zambia may give consideration to establishing a 

revolving Export Development Fund to allO\~ preferential access to 
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foreign exchange for the import needs of exporting firms. 

The fund should:-

(i) Be a Government owned legal entity administratively 
accommodated and operated through the Development Bank 
of Zambia. 

(ii) Seek assistance from international financial institutions 
for a secure foreign exchange credit line and technical 
assistance in the operations of the fund. 

Export Credit Insurance and Guarantee Schemes 

(i) The Government of Zambia may consider establishing an 
export credit insurance facility within the Zambia State 
Insurance Corporation. 

(ii) The Government may direct the Bank of Zambia to enter into 
negotiations with the Central Banks of neighbouring states 
to secure adequate payment arrangements in regard to inter~ 
regional trade. Under Article 22 and the related Protocol 
VI of the recently formed Preferential Trade Area of 
Eastern and Southern Africa suitable facilities are called 
for in this regard. 

Duty Relief On Exports 

The Government of Zambia should consider as a general proposition: 

(1) Exempting from duty all imported materials us2d in the 
production for exports realised within an agreed time 
period (12 months), and at a prescribed production quantity. 

(ii) Introducing a streamlined duty drawback scheme including any 
indirect taxes, utilizing a simplified automatic formula for 
generalised categories of exportable products. 

l 
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(iii) Establishing a system for duty-free i~pcrtation (in bond) 

for manufa~turers of products solely destined for export. 

(iv) The government should seriously consider the recommendations 

on a new effective dut) relief scheme proposed by tne Export 

FinancinQ Advisor of the International Trade Centre, UNCTAD 

GATT who visited Zambia in November 1979 and October 1980. 

Import/Export Licensing 

Tne Government of Zambia may wish to consider:-

(i) Transferring the functions of the Import Licensing Unit 

of the Ministry of Commerce and Industry to the Bank of 

Zambia to ensure that the issuing of import licences will be 

matched to the availability of foreign exchange. 

(ii) That the Bank of Zambia publish on a quarterly basis a 

list of importers who have received import licences and 

the value of the allocated foreign exchange. 

(iii) That export licensing be abolished for all manufacturing 

firms involved in exporting. 

~arketing Assistance 

At such time as the Government of Zambia states clearly its coliJTlitment 

to export-orientated economic growth, signalled by an effective 

exchange rate adjustment, it may wish to consider reconstituting the 

Zambian Export Promotion Council or a similar export promotion organ­

ization as a 'statutory' entity outside the confines of the Civil 

Service Structure. 

There are many forms an export promotion organisation may take which 

include:-

{i) An entirely state or parastatal agency. 

-1 

I 
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(ii) A joint public/private venture with a nominated Board 

of Directors answerable to the Government. 

(iii) A private colTITlercial organisation acting under 'contract' 

to the Government. 

It is neither desirable nor appropriate to prescribe which legal 

form or optimal organisational structure is most suitable in the 
Zambian context. However, it should be borne in mind that most export 

promotion organisations have only two basic resources:-

(i) Finance 

(a' 

Export promotion organisations can be funded in various ways: 

(a) By Government grant 

(b) By levy on imports 

(c) By levy on exports 

(d) By subscriptions of members 

(e) By charging for their services 

Whatever funding arrangement is decided the most appropriate. 

it should fully cover the cost of providing the range of 

services as described in Annex VII on 'Export 

Promo ti on'. 

(ii) Staff 

The staff of an export promotion organisation must have 
c0111T1ercial and desirably export marketing experience. They 

must be well paid, capable of providing adequate if limited 

market advice and act in a strictly corrrnercial manner with 

the Zambian industrial corrrnunity. Civil servants have not 

and probably cannot enjoy the confidence of the country's 

manufacturing exporters. 
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~ 1"70 .!ill. llli llil ~ .l1Z2 ~ 2:;Jil 1978 22Z2 19Bo .!i!!"' I 
vu. OOl'J:STIC Ell tNDITURES 

(Mational lccounta) 

!!.l!.!. 
•· at eurrect pricea lt 1 M mo 1,211t 1,,21 1,}40 1'714 1,892 1,844 1,95, 2,218 2,358 2,9B6 2,990 
boat con~tant (1970) prices K'H 1 ,063 1,122 1,16} 1,109 1,256 1,280 1 ,o46 988 1,036 e15 1 ,025 965 

of vn1cb1 

,_ Gow•rn•e•t Con~umttioa 

•· at curr•nt pricee l'M 1~·9 2?0 }15 345 }58 436 ;01 55} 591 6Bo 841t B:n 
boat conataat (1970) price-a K'H 206 255 269 273 259 287 292 277 256 ?48 258 219 

~. Pri•ate Coneu~£lioa 

•• at currPnt price• K'H 481 493 536 530 664 815 737 725 97?. 1. ?79 1,609 1 ,717 
ti. at con11ta11t cl~O)pricea lt 1 M 494 lt65 480 443 5C1 565 4}2 4C8 476 524 575 571t 

'· Grose Fize• Carital For11•tia11 

a. at current prices K'H 372 '9:~ 445 42} 502 602 600 668 555 472 646 725 
ti. at conataat (197u) pricee K'H ya 355 390 }62 359 394 ~31 }04 213 154 162 166 

_J_ I 

Jl 
.;.) 

I 

.!!Q!!I 

Source a Mo11thl7 Dig.at of Stati tica (19?0-1981) c.s.o, and Econo11ic Reper ta ( 1975-1·,'81) N,C.D,P. except where indicate& 

(,) Meat of tbe 1981 figures ere pro•iaion•l 

(2) Exclude• K1BO.? million "tal<eo~er. lo••" to Nitrogen Chemical11. 
Oreaa tiguree 1tlt06 aillion· <Reco1pte), Gross fi~ure11 K575.6 Million (Expeaditure), 

( ") Sollrce I Tin•nci•l Raporta (1977-1980), 1981 provisional Ministry o! Financo 

( 5) Mone7 Supply !igllraae Jank of t•mbia, lruiual Reports. (1~79 - 1980) 

_j 



• Year Labour Force 

1977 1,586,000 
1978 1, 641, ODO 
1979 1,698,300 
'1';18U 1, 761, 400 .. 

1981 1,824, 200 

. ESTIMATED INDEX OF UNEMPLOYMENT OF ZAMBIANS, 1977-·1981 

BASE POPULATION, 1977 

+ 
! Employed % of Labour Farce Unemp - 2d % of Labour Force 

345' 320 21. 8 1,240,680 78.2 
344,480 21.0 1,296,520 79.0 
351, 420 20.7 1,346,880 79.3 
367, 101a 20.8 1,394,390 79.2 
371,630b 20. 4 1,452,570 79.6 

• Source: SCO, 1976, Projection of the Labour Farce, 1969-84 
+ 

a 

b 

Average number of employees for Quarters ending June; CSO, Monthly Digest of Statistics 
Revised 

Preliminar~ 

Index of 
Unemployment 

100~0 

I 104.5 

103. 9 I 

104. 2 

104.2 

•• The projection when compared with 1980 census count, was found ta be on the higher side. Hence the entire eat.irna~ 

index of unemployment is adjusted accordingly. 

U1 
~ 

I 

_J 
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ANNEX II BANK OF ZAMBIA STATEMNI' CN FOREirn EXCIWJGE CREDIT SYSTEM; 

OOI'ICE 'IO EXPORI'ERS 

RE: REI'ENTICN OF FOREirn EXOIANGE FAmED BY EXPORI'ERS 

THE BANK OF ZAMBIA HAS ADVISED AS FO~ REGZ\RDING THE PROCEOORES 

FDR MMINISI'ERING THE EXPORI' N:ENI'IVE INVOLVING RETENI'ICN OF FOREICN 

EXOIANGE FAmED BY EXPORI'ERS:-

OPERATirnAL PRXEDURES ARISlNG FI01 THE BUIXEI' CCNCESSICN 'ID 

EXPORI'ERS IS THAT IN THE FIR.ST ThlS'rnNCE ALL FOREICN EXCHANGE FARNINGS 

SHALL BE PAID OVER 'IO THE CENI'RAL BANK BY CCM1EICIAL BANK OF EVERY 

EXPORI'ER. A REGISI'ER HAS BEEN OPENED AT THE BANK OF ZAMBIA IN WHICH 

.ML REX:EIPI'S WILL BE REGISl'ERED IN THE NAME OF A PK>SPErl'IVE EXPORI'ER 

AND HIS BANKERS AND THE EXPORI'ER' S ACCOUNl' IN THE CENT.rW.. BANK'S B(X)KS 

WILL BE CREDITED WI'IH THE SUM OF 50% OF THE 'lUI'AL FOREICN EXCHANGE 

PRXEEDS REX:EIVED FI01 EXPORI'S. 

WHEN EXPORI'ERS WAN!' 'ID BUY MJRE RAW Ml\TERIALS THEY SHOUID APPLY 

'I'HROlUf '!HEIR BANKS WHEN THEY WIIL ~TIC.ru.LY REX:EIVE FOREI<~ 

EXCHANGE 'IO ENABLE 'l'HE1'1 'IO PAY FDR THEIR CDJDS. SUClf EXPJRI'ERS WILL 

001' BE KEPI' CN A C(.,1ElJE FOR Su:H ALIOC.ATION "PNl ImGER. 

(SOUFCE: BOZ/E/27 D1\TED 23RD APRIL 1982) 

7TH MAY 1982 

FOREirn TRADE DEPARIMENI' 

MINISTRY OF c:..'CM-1EICE AND INDUSTRY 

LUSAKA 





In tl 

adn1ir · 

Cc:m:'j' 

Xi\t:::·: l'. 

'1v~ rericrl 19( )-·;:: 

(a) .i tliir this ; ;, •. " u1 .. tL· .lcrjrXJ 1CJ65-73 s;r...: irrqcrt n'ntrols 

'P~'lffi'Ci"1ted J!, l! c.Lr 1nn1.r·.::r1tionaL se.rise. !m inµ)rt licence iss11ed 

:n U1J s I:€r ic• j •,·T:; aur anat~i erJ.lly a licence to acx:ruire foreiqn 

(b) 

X< :hancre rrr y; I· ' : otJ: 'T dncurrentation was Cl.Vailab le. The object 

c: licenci'". r ·:' to implerrcnt C:01errurent rQlicy on sanctions Cl:lcr 

.!'. r. and ' · · t:ion the <:millable transport capacity by cxmtrC'J.limJ 

Jin t·mtin; ,.; ·1<xxls. 

payrrent:s problems of 1973 led to a total recall of 
1 j · ~nces and U1cl'.'eafter saw the foport licence tLlkc on 

. ; 
'· 1 ·, 21 · ' 1 .i ous function of a regulatory doa..nrent limi t:ing t11e 

,. I . :11'. .• f. n~iqn exd1angc available to an individual Unp'Jrter. 

l'f•lwecn 19i~-75 based an the balance of payrrents forecast, inrort 

· ic.:cno·s vJC·.re isstEd against allocation quotas whicil wt~re mudc on 

a quarterly basis. 'Jhese allocations were divided arrong crrrm:xlity 

groups (using SI'IC Code) which in turn were further sulxlivided 

according to their end use t::.t:ctor of destinatim) . 'Ihe administration 

of these CCJTTTO:lity groups and the decisicns on t.he value of import 

J icenoes issued to cad1 :importer ~re the res1xJ11Sibili ty of various 

agencies, earn agency CUltrolliJ g a range of camvn groupings. 'I'hese 

agencies YJer~ in the majority parastatal organisaticns whicil had been 

entrusta:l wit.h pi1rticu1ar inport rronopolies or the developrent of 

intemediate input prc:ductirn which had been il 1: r Jided by the pd vate sector. 
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The Pericxl 1975-80 

(a) In 1975, a second irrport licence recall exercise becarre necessary 

as a result of the inp:>rt licence issuing process oontinuing to outstrip 

the availability of foreign exchange. 'Ihis seoond recall was aca:npanied 

by the centralisaticn of inp::>rt controls and the abolition of the agency 

system. The resµ:nsibility of detennining the limits en the value of 

.inµ)rt licences issued to an individual inp:>rter was given to a 

Technical Camri.ttee administratively accamodated in the Ministry of 

CrnnErce and Industry. Allocations of Foreign Exchange also changed 

fran being "cxmrcdi ty based" to "activity based" and irrporters ~e 

divided into 14 sectors of activity. 

(b) The allocations between the various sectors of activity were detenni.ned 

largely by overall derrand d0N11Wardly adjusted acoording to the anticipated 

foreign exchange receipts and also the historical rerords of in{.orts 

by inporters in a particular sector. The first year of operation of 

this system saw large fluctuaticns beu..een quarters and between sectors. 

Although overall allocations for inports conti.'1ued to fluctuate in 

subsequent years, the ratios be~ sectors remained fairly constant 

and fonn the basis of those being used by the present Ministerial 

Ccmni.ttee. 

(c) The Technical Ccmni.ttee and its servicing Sub-Camd.ttee detennined all 

allocations of foreign exchange for inp::>rts between 1975 and 1980. 

It did not determine allocations of foreign exchange for invisibles. 

Its allocation function was also limited to allocations by value and 

not by ccnmrlity. Chee an i.rrp)rter had been notified as to the ceiling 

of his inports for a particular quarter, the ccnm:xli ties which were 

.inµ)rted against that allocaticn were detennined by the Ministry of 

Camerce and Industry. As a rolicy of protecticn ta.Tards local industry' 

the Ministry published a list of certain camodities for which inport 

licences would not be issued and as an exchange cantrol rreasure also 

ruled that the inportaticn of oortain luxury ccmrodities was prohibited. 

HCMever, beyond these restrictioos an inµ)rter was free to vary 

ccnmrli ties as he chose. A feature of the Teclmical Ccmni. ttee was 

that it was an ad hoc a:mnittee whidl rret cnly to c nsider the allocaticn 

process every quarter and after 1978 every half year, disbanding when 

this work was carpleted. All administrative functions relating to i.np:>rt 

control were left to the Ministry of camerae and the Bank of Zanbia. 
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The Af¥?intlrent of the Ministerial Ccmnittee - 1981 

In 1981, tlv= Technical Camtl.ttee was disolved by His Excellency 

the President and replao:rl by a Ministerial Camtittee serviced by 

a Secretariat. The new Carrn.i.ttee differs fran its forerunner in 

rertain major aspects:-

(a) It is responsible for all foreign exchange allocaticns and not only 

allocations for inport.s. 

(b) Being ccnstituted at such a high level, it has a rx:>licy-making and co­

ordinating prerogative that was not within the reach of the forrrer 

Tedmical ccmnittee. 

(c) Its Secretariat is a permanent body with the status of a Ministry 

section and is responsible for the irrpleICaltation of all decisions 

made by the Ministerial carrn.i.ttee. 

(d) The Crnmittee determines the ccrcm:xlities to be inµ>rted in addition 

to the value limit by selecting ccrcm:xlities fran a list sutmitted 

by the applicant. 

Activities of the Ministerial Ccmnittee, February - July, 1981 

It is within the tenrs of referenre of this Ccmnittee to restructure 

the a::lministrative allocaticn system. Ha-.iever, its first responsibility 

was to authorise a limited issue of :inµ>rt licences to enable the fl~ 

of inports to ccntinue. In this exercise, the Ccmnittee determined 

its priorities in the follCJNing manner:-

(a) !ITµ)rt licences ~re first issuea to r..ine inµ)rters and producers of 

essential cx:mn::xlities (l\fp:!ndi.x A). 'Ihe camri.tt.ee recognises the 
inherent difficulties in detennining the "essentiality" of any 

mmolity and o:nsiders that ultimately the decisicn is cne of a rule 

of thtmb based en the practical exferience of arry country. The 

mmalities listed in Appendix A are c:x:mn::xlities shortages of which 

wru1d seriously inCXIlvenienoe the majority of the pq:W.aticn as 

guida:i 1:7::' Zall'bia's own experience. '!he value of the allocatiCl'lS 

was det:ermi.nsi acrording to detailed sul::missicns ccnoeming derrand, 

prodtcticn levels ar¥i current world prices fran each of the irrporters. 



dem.md f( their :·rcducts. e the l. lS i :; of tJ1c.sc SOOT i.ssi(flS 

i.rnp::irt L. nces YJere authoris~'-J to r suJ.'l"Drt ~riies pn:."\bcing 

gocd.c; ar.·.' ervices (largely ! x.1ckaqinn) indispensably relat0.1 to 

the :·t-c:rl:! LOO of essential ccmrr::di~.i(:;. !;\;p2ndix 3). 

(c\ A fi_:rthcc · 'urteer 3reas were t.1en ox·~ •'1 ~, 1 l:u _rely i:: +:h~· ··anufactur ,, J 

Sector, 1,,1 ·re, 0.-Jin<l to ('iT!plC':-TCnt CF. li..L'.'11 1 
1.ir'..kaqe f.iCt.O ;; Or rC.'.TCI~\IC 

gencratir.l'; the Camuttee co.nsidcn?i1 t> ,, :fl.::•y }•laycd .::m in•!'spensablc 

role i:1 th. national econatrj. ThE· tl:L··t··~r' :1n:'CJS of .:x:1 .iT··1 and tJ:c· 

nurrtxr of ::cnpanies in each area cnf~ r)[(1.·::·r .Jc~m in 1\rp~ndi: C. 

(d) The '.OCctuc:; of activity in which .impor+:.c1 ::.; conf_ im.ie to 1 e dassified 

h:.lve been .-irranged in order of prioril-y <•.nd al l1·catior-.:~ rn..1 l,, to inp:Jr ter3 

in t'1ose :;cctors accorclingl y. With U-1c E.'...'<CCJ )ti.on of th_, a<rricul tLrre 

sector, C1e Ccrrrnittee has authorised the issue of impxt licences for 

six rrontltly operation. In the case of lhc aqri.culturc c~ector, the 

Cannittec has authorised the rclea&:, of .irnp;rt Licences eqtial to the 

tot.;1 value of what would nonmlly be issuoJ in a year in order to 

allo.v agricultural inputs to arrive in tinE for the forthcaning 

agricultural season. 

(e) With regard to the criteria for naki.nq ::xmrr:rl.ity alloc<"tion...s, the 

Cantittee ackno.vledges that the expertis0 lies in thE 1 ·rivate sector 

and t.hat no Governnent bcdy can possihl y f"X)SSess all th: kncMledge 

whic;h would be required to prescrihe allocations for cc1'.11Dlities 

to all inrx:>r+-..ers. 'Ihe Ccmnittee ccnsideres tJiat it can h~ adopt 

certain reasonable restrictive cri ter i ::l. 

(f) As far as possible, the Comnittef' wishes to reduce the averall mmber 

of iltµ)rters and reap the benefits of •_'COI'lanies of seal£'. '!hus the 

allocation of inport licences for exp· nsive capital equi rxrPTlt in the 

agriculture an:i constructicn sectors has been restricted bi 0..stablisll1?"1 

agents and franchise holders. In pmsuit. of this policy in the 

agriculture sector, the Ccmnittee has increased the issue of inport 

licences to the Ccroperati ve Unions whir::h are taking over t J ie 

marketing functicns of the National Agrkultural Mn"keting 1'.oal:d. 
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(b) The Camri.ttee also int.ends that the canputerisatiai prograrme will 

oorrect ancrnalies in the existing system and sinplify the process for 

those involved. It is recognised, for exarcple, that oontrol over 

camo:lities at the allcx::aticn level has lerl to a duplicaticn in that 

the infonnaticn contained an both the authority to irrp:>rt and the 

inport licence is identical. It is the intenticn of the CC11pUterisaticn 

progranrre to nrluce the inefficient flow of nurrerous oopies of a 

licence between the various inporting agencies and replace tlese 

with nore direct camunicaticn fran the Camri.ttee. 
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ESSENTIAL ::11r.~MODITY IMPCJRffRS A.ND PRODUCERS 

ORGANISATIONS 

National Milling Co 

ROP 

NEC 

Namboard 

Medical Stores 

Zambia National Energy Corporation 

Dairy Produce Board 

Zambia Sugar Corporation 

Zambia Textiles 

COMMODl1IlS 

\Jheat 

Stock feed 

Rice 

Salt 

Soap 

Detergent 

Cooking Oil 

Cooking Oil 
l1etergent 

'oap 

Maize 

ferti I iser 

MPdicines 

Crude Oil 

Baby Food 
~·k immed Milk Productc; 

Mnchinery 

Yarn for blanket production 

I 

I I I 
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A P P E N D I X 8 

ESSENTIAL COMMODITY SUPPORT INDUSTIRES 

ITEM 

D2gs for sugar 

Milling Companies and b~gs for 

MEa~ie Meal 

Other detergent producers 

Containers for cooking oil 

Candles 

Toilet Paper 

Matches 

Tea, Coffee, Baby Food 

Glc:,ss Bottles 

Batteries 

NO, OF CONPANlES 

3 

8 

4 

7 

2 

3 

1 

2 

1 

1 

l 
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µ P P E N D I X C . ·--·-.. __....__ ___ _ 
PRIDfHTV ARlnS 

AREA NO OF COMPANIES 
~ ..,- _,,,__ ----- -

1. Producers of me2t, bakEry 2nd othBr 

food products 17 

2. Prociucers of b~er 8nd liquor 3 

3. Producers of soft drinks 5 

4 .. Produce:i:-s of tobr.cco fJ::.'Oducts 1 

5. Spinning and weaving cf Textiles 15 

6. Producers of FootL.1eor 5 

7. p2per, Board and Printi~g Industries 11 

8. Produce~s of tyres and rubber products 

9. Pro duce:rn of cement and building 

products 3 

10. Metal febricators 10 

11. Strategic industries, explosives, 

oxygen, car ~8tteries, bottle tops 4 

12, Exporting companies 6 
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l\NNEX 1\1" 

'i'Ll:_]!!'HCi\.L Z.:G1f.11'L'i'l::L 

LIS'T UF RES'CTUCI'ED* L'·ll'I 11n·s 

a.ASS 1 WXlJRY ru\[) :JON ESSEN'I'L'\L CX.) _J[lS 

The T~dmicill c,)nmitlcc •.vill n;)t- ;;r·,1nt .. ll ! lC:tt.i:ms .jf 1 t, i ::1 

exch.:111c1'-' fur th~ L)lla.'1inr cLts~:c:~; uf q(o .. · u.s iJE'Y .:u.· '' 1:1;.id<:r(·d 
to be luxury u11c1 nm Psscnti,11 iltH'>. 

s. J. T.c~. nor: --------
011.U .00 to 0 l l. CJ Cl •. HJ 

U37 .1 i CJO tu ll :7. l9 . . hi 

048. l J .• '0 to ,i:u. 1:2. Ji) 

048.41 _lQ I- ()itH.42.:1r1 

048. 80. lO t- ().jf, ,80. •)(1 

054. l <). 00 

054.29.00 to O'Jt;.49.9J 

056. 51. 90 to 058.29.00 

058.53.10 to 058.99 . .!0 

058.99.90 

073.0l.OO to 071.02.90 

074.21.00 + 074.22.00 

075.11.00 

081. 43. 00 

081. 99. 11 to 081.99.20 

090. 81. 14 

098. 01.10 to 098.01.1() 

098.04.10 to 098.05.10 

098.07.00 to 098.0<J.90 

lll. 01. 00 + lll.02.00 

269.01.10 to 269.02.00 

291.16. 20 

291.99. 91 

' 

F'n•.oh i!~:~.:t, ft>t:l t.C/ .u1c1 ~tl L • ! ~ ; 

Fruit juicC>..:; ant pre~-;ervvd t'1 :11 t 

Fruit ,md nu t·s, 1 xcscrvecl 

Ma.tc 

Chilli l~~; 

Pct f<•JCls, in1_•:lil·lc c,ffctl; 

DcxJ bic;cuit~; i1nd d.hl·r p. t t(c:.l.; 

Fn1i t, ·jcl l ic r;rquri ·d f< ,,- trtLmU; 

Meat .• md fjsh tir,_'ti...1rat:iun.; :.)r· 1:1Lu 1 '.-; 

Sauces, ::;. Hif!'.> d1td bn ,t_hs 

Food prqu1·.1t i1)11;; dnd t!S:',<·nct·:; 

Spa and uet<lb.d v;att~r:; a11, l ltm in:tde 

Secnndhand c1()LhLnq, tcxt-i Le:c; 111d r.1 JS 

Ivory 

Pel frx xL; rt• 11•1 uii.rno.l matl~ri.1L; 

I I I I 



292.71.00 + 292.72.00 

522.29.32 

553.00.30 to 553.00.90 

635.49.50 + 635.49.30 

642.83.00 + 652.84.10 

665.82.10 to 665.82.90 

666.62.00 

667.11.00 to 667.28.00 

667.39.10 to 667.49.00 

699.83.47 

781.02.10 to 781.02.90 

781.03.20 

782.13.20 + 782.19.20 

893.99.30 

894.22.00 to 894.24.10 

894.25.00 

897.21.00 to 897.49.90 

899.11.10 to 899.19.20 

899.94.00 to 899.96.90 

971.01.10 to 971.04.00 
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cut flowers and foliage 

Sparklet bulbs 

Perfune, dentifrice, oosrretics, etc. 

\baden beads arrl articles of adorrurent 

Paper tableware, serviettes, doilies 

Glass beads arrl deoorative glassware 

Ceramic articles for adorrurent 

Pearls and diam::mds (Except industrial) 

Precious stones 

Hangers 

Passenger road rrotor vehicles secondharrl 

Passenger road rrotor vehicles secondharrl 

Trucks, vans seoondhand 

Plastic beads 

Dolls and toys except educational toys in 

which case a precise description of the 

toy nust appear in the application. 

Cami val articles, Christmas decorations 

Imitation jewellery and precious rretal 

except 897.41.00 for laboratory use. 

WJrked lxme, ivory, etc. 

Wigs, hair pieces, fans/screens, etc. 

Gold. 
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CTA5S 2 PROrErI'ED AND OI'HER RESI'RICTED cn::DS 

The Technical O:mnittee will not normally grant allocations of 
foreign exchange for the following classes of goods, the majority 
of which are produced locally. In a few cases the inµlrt of 
certain goods has been restricted to a particular organization. 
Inporters rnay apply to the Technical O:mnittee for the narres of 
the industries which have been protect--...ed. '!he Tedmical Ccmni ttee 
will consider an application for any of these item:; only if the 
application is aco::npanied by a letter fran the protected 
organization indicating the reasons why they are unable to supply. 

S • I. T. C. CX>DE 

023.01.00 to 024.09.00 

025.11.00 to 025.20.00 

041.00.90 + 042.00.00 

045.10.00 to 047.01.90 

048.30.00 

058.31.00 + 058.39.00 

058.99.40 + 058.99.30 

061.10.00 to 061.59.00 

061.92.00 to 062.02.90 

071.11.00 to 071.20.32 

081.20.00 to 081.42.00 

081.49.00 

091.31.00 to 091.49.10 

112.31.00 + 112.39.00 

121.11.00 to 122.39.00 

222.11.00 + 222.12.00 

278.93.11 + 278.93.12 

423.20.00 to 424.40.00 

533.20.00 

533.41.00 + 533.42.90 

533.44.11 + 533.44.19 

554.31.00 to 554.39.00 

DE.92RIPI'ION 

Butter, ghee and c ""eese 

:Eggs 

wreat arrl rice in the grain 

Rye, oats and cereal flours 

Macaroni, spaghetti, etc. 

ManM.lades arrl jams 

Pineapples + citrus fruits preserved 

Sugar, candy, treacle+ ITDlasses 

Syrups, treacle flavoured, etc. 

Coffee 
Bran, oil seed cake, fishneal 

~at + fish, inedible rreals 

Lard, fats and margarine 

Opaque beer arrl ale, beer + stout. 

Tobacco arrl toba.coo products 

Grourrlnuts 

Talc 

All vegetable oils 

Printin:J inks 

Water thinnable paint, paints, enarrels, etc. 

Dist~s 

Soouring po.o.tler, l::xx>t, floor +other µ:ilish 



'i7:?.1l.OO to 572.20.40 

';8.2.03.11 to 582.03.19 

583.03.11 to 583.03.lq 

')') l. 11. ()() 

')')2. 25. 31 t1.': 592.29.02 

l~l l.20.00 to 611.83.00 

(,)'). 20. 00 + 625.99.98 

(. ~S.4!J. lO to 635.49.30 

i 3'i.91.10 

•"12.] 0. 21 to 1~42.111. 90 

1;'\;'.43.10 -+ G42.43.20 

1vLl • 8 'i . lO 

f,):'.14.00 + fi52.27..00 

052.24.10 + 653.15.20 

r,s \.22.00 

(57.52.10 

fi 5 7. 71 • 30 

G57.72.10 

6S8.ll.OO to 658.13.90 

658.31.00 to 658.38.00 

(i'J8.40.20 

G58.40.30 

f>S8.40.90 

658.98.90 to 658.99.20 

f>S!J.20.10 

659.60.10 + 659.60.20 

659.70.21 + 659.70.22 

661.29. 00 

661.83.11 to 661.83.90 

Explosives and detonatc·rs 

Garden hose and plastic r•ir;es 

Garde11 hose and 0U1cr piPPS 

Insecticides, aeroscJls 

Glue 

LeaU-1cr 

Tyres 

li:xxlen curios, wooden f un1iturc, lamp~~, etc. 

Broan and similar handlt'S, VJt)(x:ien 

Boxes <md cartons 

Toilet and face tissues 

Sani ta}-/ towels arid pads 

f'i:lbric~;, cotton, teny fabrics 

I3lanJ.:etinq 

Blankctinq 

Fish nets and nettinq 

Sanitary pads, tillTI!XJns, etc. 

Candle wick 

Sacks + bags, jute, hessian, cotton, etc. 

Blanket.s, finished 

Towels 

Lampshades 

Household linen and napery 

Cheese cloths, sanitary towels except barrlages 

Hand made carpets, etc. 

Ma.ts, sisal, etc. 

Split cane and w~etable mittinq 

Cerrent 

Asbestos product~ 

l 



665.11.10 

674.21.30 + 674.21.40 

678.21.00 + 678.31.00 

679.43.00 

684.22.00 + 684.26.90 

691.11.30 

691.19.00 + 691.21.00 

693.11.10 

693.51.13 + 693.51.14 

694.01.20 

695.12.00 

695.41.10 

697.43.10 to 697.43.90 

699.11.00 

699.12.90 

699.63.10 

699.79.30 

699.85.11 

761.01.00 to 763.18.10 

771.10.91 

773.10.00 + 773.21.00 

778.11.19 

778.12.10 + 778.12.90 

781.01.10 to 781.02.10 
781.03.10 + 781.03.90 

782.12.20 + 782.12.90 

782.13.10 + 782.18.00 
102.19.10 + 1s3.20.oo 
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Glass containers, jars, carooys, etc. 

Iron and steel sheet galvanized 

Mild steel tubes and pipes 

Manhole oovers 

Aluminium plates, fittings 

Doors, windows iron/ steel frarres 

SLructural ironwork/aluninium door frarres 

Wire~~ 

Wire Iresh fencing 

Wire nails, iron or steel 

Hoes (This itan is protected by law and an 
:inµ)rt liC'ell03 carunt be issued under any 
circumstances) 

Diarrond bits and crowns 

Aluminium dalesticware 

M:Jrtice locks (not padlocks or nightlatch) 

Safes 

Crown corks 

Zinc doors and insect screens 

Televisions, radios and grarrophones 

Transfonrers under SKVA 

Insulated electric wire and oon::iuits 

Cells and batteries priidry other 

Accumulators 
Passenger road not.or vehicles new nay be 
inµ>rted by appointed dealers r·' 1.y and. ate 
restricted to one m.Jdel of ea6. :ot:rm' ... _tx 
range. 
Tankers and tanker lorries 

Trucks, vans, Irechc. 
inµ>rted by appoi· 
of nodels is rest 

.::. oorse~ new may be 
uealers only and the range 

' ...... -0. 



784.20.00 

784.99.92 

786.12.10 

786.12.30 + 786.14.10 

786.14.20 + 786.14.30 

786.81.10 + 786.89.50 

786.89.19 

821.10.10 + 821.10.90 

821.91.10 to 821.99.90 

842.10.10 + 842.10.21 

842.20.00 to 844.30.30 
844.30.90 to ~15.90.99 
846.50.90 to 846.89.00 
847.12.10 to 847.13.00 
847.14.90 to 847.19.90 

848.11.10 + 848.19.00 

848.22.21 + 848.22.40 
848.22.90 

848.41.00 to 848.48.00 
848.49.90 

885.11.10 to a85.29.oo 

893.11. 20 + 893.15.00 

893.99.11 + 893.99.19 

895.11.10 + 895.11.90 

895.21.20 

395.91. 00 

898.32.19 + 898.32.20 

899.32.00 

899.72.29 
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Bodies for road nntor vehicles 

r-t:>tor vehicle radiators (not fans) 

'lW:> wheeled scotch carts 

Trailers for cycles and animal drawn vehicle 

Sani. trailers arrl trailers 

Wheel.ba.rrCMS arrl parts 

Parts for animal drawn vehicles 

Chairs and seats iretal and other 

Off ioe arrl other furniture 

Dust coats arrl overcoats (oot macs) 

Readymade clothing arrl accessories 

Gloves, accessories 

Gloves, h:x:>ds arrl apparel of unhardened 
rubber 

Hats arrl headgear (except safety) 

Watches and clocks to be i.rrported by dealers 
and agents with established repair facilities 
only. 
Plastic reels arrl buckets 

Plastic garden hose 

Filing cabinets arrl office equipnent of 
base rretal 

Ball µ:>int pens 

Inks, other than printing inks 

Reoorded tafes arrl grarrophone records 

Matches 

Broans arrl brushes 

I 

I I Ill 
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*RESI'RICI'ED rreans a restriction in the allocation of foreign exchange. 
Any of the restricted iten.s listed above with the exception of hoes 
may be i.rrp:)rted by any person provided that the goods have been paid 
for with externally held funds and that all laws relating to Exchange 
Control and the inµ:>rtation of goods have been ccmplied with. 

K.S.B. NYIBENDA 

PERMANENT SECREI'ARY / MINIS'I'RY CF CXM1ERCE AND INDUSTRY 

AND CHAIRMAN / TB:HNICAL CXM1ITI'EE 

' 
''' 
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ANNEX VI - LIST OF Y'N\DE FAIR3 

GOVERNMENT OF THE REPUBLIC OF ZAMBIA (MIN OF COMMERCE AND INDUSTRY) 

(i) Government Supported International Trade Fairs 1977 - 1981 

Name of Trade Fair Period 1977 

l. Swaziland International Trade Fair 
2. Botswana International Trade Fair 
3. Nairobi International Trade Fair 
4. Tanzania International Trade Fair 
5. Malta International Trade Fair 
6. Consumer Goods Fair - Gottenberg 

Period 1978 
1. Swaziland International Trade Fair 
2. Botswana International Trade Fair 
3. Nairobi International Trade Fair 
4. Tanzania International Fair 
5. Mozambique International Trade Fair 
6. Cairo International Trade Fair 

Period 1979 

1. Holiday Tourism and leisure fair 
2. Brussels 3rd Forum of Nations 
3. Tanzania International Trade Fair 
4. Botswana International Trade Fair 
5. Swaziland International 
6. Mozambique International Trade Fair 

Location 

Swaziland 
Botswana 
Kenya 
Tanzania 
Malta 
Sweden 

Swaziland 
Botswana 
Kenya 
Tanzunia 
Mozambique 
Egypt 

Belgium 
Belgium 
Dar-es-Salaam 
Botswana 
Swaziland 

l 



- 76 -

GOVERNMENT OF THE REPUBLIC OF ZAMBIA (MIN. OF COMMERCE 
AND INDUSTRY) 

Period: 1980 

Name of Trade Fair 

1. Nairobi International Trade Fair 
2. Cairo International Trade Fair 
3. Tanzania International Trade Fair 
4. Swaziland International Trade Fair 
5. All African Trade Fair 
6. Zimbabwe International Trade Fair 

Period: 1981 

1. Leipzig Spring Fair 

2. Zimbabwe International Trade Fair 
3. Tanzania International Trade Fair 
4. 7th Kinshasa International Trade Fair 
5. Botswana International Trade Fair 
6. Mozanbique International Trade Fair 
7. Nairobi International Trade Fair 
8. India International Trade Fair 
9. Tokyo International Trade Fair 

(ii) Government Supported Trade Delegations 1977-1981 

1977 Buying trip to China 
1978 Buying trip to China 
1979 Buying trip to China 
1980 Trade trip to China 

Location 

Kenya 
Egypt 
Dar-Es-Salaam 
Swaziland 
Khartoum 
Zimbabwe 

German Democratic 
Republic 
Zimbabwe 
Dar-es-Sal aarn 
Zaire 
Botswana 
Maputo 
Kenya 
India 
Japan 

1981 Buying Trip to Rumania and Bulgari1; Trade Delegation to Zaire, 
Malta, Algeria and Nigeria 

1982 Zambia/Zaire trip week, proposed trip to China. 

SOURCE: MINISTRY OF COMMERCE AND INDUSTRY 

II 
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ANNEX VII 

EXPORT PROMOTION 

It may be useful at this point to clarify what is meant by 
export promotion in the context of this report. This will also 
prove useful in setting into perspective the subsequent 
description of the major constraints facing the Zambian 
exporting corrmunity and the possible remedial policy 
recolTITiendations addressing them. 

Government assistance in overcoming both externally and 
internally imposed constraints will doubtless be required. 
The creation of a focal point institution enjoying the 
confidence of both government and exporters will be crucial 
in attaining Zambia's stated objectives of economic 
diversification.and increased growth in manufactured exports. 

Export promotion is concerned with a whole range of activities 
directed at a profitable movement of goods from their 
country of origin to overseas markets. A distinction is 
sometimes drawn between the supply aspects (export development) 
and the marketing activities (export promotion), but for the 
purpose of this report export promotion should be understood 
as referring to a total process extending from design and new 
product development, through manufacturing, packing and 
shipping, to advertising and after sales service. The 
function of export promotion is to optimise all these factors 
to the benefit of the exporter and the economy as a whole. 

As export promotion serves the objective of creating and 
maintaining employment, earning foreign currency, contributing 
to the balance ofptyments and diversifying the economy, it 
is being accorded a high priority by most developing countries. 
There are, in fact, no exporting countries of significance 
where particular consideration is not given to exporters and 
very few where specialist institutions have not been established 

l 
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to give expression to this concern. While the establishment 
of these institutions varies greatly an examination of the 
organisation and operating methods of the most successful 
reveals a number of corrrnon factors:-

(i) They enjoy a large degree of autonomy 
(ii) They have the confidence of Government and exporters 
(iii) They employ highly qualified staff 
(iv) They provide a range of relevant services to exporters 
(v) They are represented in the main export markets 
(vi) They are adequately financed 

The range of relevant services provided to exporters by 
many export promotion organisations would include:-

provision of a trade information service (TIS) 
research capacity 
marketing advisory service 
overseas representation 
promotion programme 
l. inward and outward missions 
2. trade fairs and other promotions 

Other activities undertaken by export promotion organisations 
and which may be regarded as optional compJnents are:-

design and new product development 
shipping and warehousing services 
export credit insurance 
import and export trading 
joint ventures 
cooperative marketing 

The essential factor is that whatever services are offered 
are geared to the needs of the exporters, and the assistance 
is flexible and delivered speedily and efficiently. The needs 
of exporters are not constant but vary according to market and 
domestic conditions. A1ccordingly, it is essential for export 
promotion organisations' to be in close touch with exporters 

I 

l 
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and the market place in order to tailor services to changing 
conditions and, desirably, to anticipate them. 

Marketing Advisory Service 

The key service in a programme of export promotion is, the 
marketing advisory service. Unless this exists and is 
effecti"Je the information and promotiona1 services cannot be. 
The marketing advisor acts as a bridge and channel of instruction 
and communication between the exporter and these 'back-up' 
services. By constantly feeding back the exporters' needs 
he also ensures the continu0d relevance of the services 
provided. The marketing adviser is also the essential 
link man betweer the exporter and the overseas representative. 

Overseas Representation 

Expor~:~~ is initiated at home but takes place overseas. 
Consequently, any export promotion organisation must have an 
overseas arm which is directly under its control. Without 
this it cannot offer the specific up-to-the-minute guidanr.e on 
foreign markets which is essential for exporters. The ideal 
arrangement is for an export promotion organisation to maintain 
its O«n offices in key markets, but several countries have 
successfully located their conrnercial representatives in 
diplom~tic establishments where they are under the general 
dire~tion of the chief of mission, but, operationally, receive 
their instructions from and report to the export promotion 
organisation. 

Cooperation 

Exporting is carried out by the individual enterprise whether 
public or privately owned. International organisations, 
Governments, industries or promotional bodies do not export. 
Individual exporters will normally cooperate only where there 
is a clear co111T1ercial advantage in doing so. This applies both 
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nationally and regionally. Cooperation, whether in terms 
of joint purchasing, marketing or promotion, which has its 
roots in administrative or political convenience is usually 
unsuccessful; the 'economies of scale' which attract the 
administrator are not always apparent to the entrepreneur. 
Enforced cooperation in a free enterprise system always fails. 

Some Principles 

The foregoing may be summarised by suggesting some principles 
which should underline any national or regional export promotion 
programme:-

exporting is done by individual enterprises 

the aim of export promotion is the provision to the 
exporter of a package of services of comparable quality 
to those available to his competitor elsewhere 

the heart of an export promotion programme is an 
efficient advisory service directed towards the 
individual exporter 

export promotion requires representation overseas 

cooperation between exporters takes place in response 
to commercial needs and opportunities. It cannot be 
legislated for. 

One might also add, with some qualification, that in a situation 
of scarce resources assistance should be directed towards those 
enterprises most capable of utilising it. 

l 
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ANNEX VIII 

The cxnsultant will report for duty in Lusaka on 15 M:ty. 
Field work is scheduled for 15 M:ty - 5 June. He will in particular: 

(a) Collect data en past exp:>rts including past trends and 
oontributian, breakdo,.m by principal ::m:rlucts, major rrarkets, 
profitability, and ccrrp:rrison of exp:>rt prire to darestic prire. 

(b) Analyse the main oonstraints an exp:>rt expansion including 
crnpetitiveness in teITIE of cost and quality, availability 
of inµlrted inputs, trans!;nrL, credit and insurance, and 
marketing. 

(c) Ieview current exrort incentives and pronotion policies to 
describe existing financial inrentives, preferential 
inµlrt and credit allocation, and various prarotional 
activities, the administrative procedures to qualify 
for them, the extent they have been granted and their cost. 
The review should also assess the irrpact of these tx)licies. 

(d) M:tke reCXllTUE11dations on tx)licy reforns to overcare the 
oonstraints identified. 

After oonpletian of field -work, the oonsultant will prepare 
his report in Dublin over the follc:Ming two weeks. Upon catpletion 
of the retx)rt, he will send one copy to Mr. H. r-blina, World Bank/UNIOO 
Co-operative Prograrme. ~ will then proceed to the War ld Bank in 
Washington for another two weeks to discuss his retx)rt and make any 
changes required. After debriefing in Washington, the consultant 
will care to Vierma for two days to present his report to ICPB 
staff and discuss the final version to be published. 
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ANNEX IX 

LIST OF ORGANISATIONS CONTACTED IN ZAMBIA 

Ministry 
Mr. K. 
Mr. M. 
Mr. C. 

of Commerce 
Nyiranda 

and Industrv 

X. Mufwaya 
Daka 

Ministry of Finance 
Mr. Maganda 
Mr. I. G. Mwanabale 

Central Statistics Office 
l·ir. Banda 

Bank of Zambia 
Mrs. Matale 

Development Bank Of Zambia 
Mr. Nyambe 

Barclays Bank (Zambia) 
Mr. C.H. W~11is 

Standard Bank 

Permanent Secretary 
Under Secretary for Industry 
Director, Department of Foreign Trade 

Budget Di rector 
Senior Economist 

Di rector 

Director Imports/Exports Division 

Managing Director 

Foreign Exchange Manager 

Chairman 

8. United Nations Development Program 
Mr. D. Drajic Resident Representative 

9. United Nationa Industrial Development Organisation 
Mr. K. C. Sen SIDFA 
Mr. R. Dolozewski Senior Technical Advisor, 

Ministry of Commerce and Industry 

10. Delegation of the Commission of the European Community 
Mr. H. Swift Delegate 

11. International Labour Organisation 
Mr. B. Martens Progra111ne Officer 

12. Zambia Industrial and Mining Corporation Ltd. 
Mr. I. MJpona Director General 

13. I NDECO Ltd 
Mr. A. D. Zu 1 u Managing Director 

14. Zambia Industrial & Commercial Association 
Mr. V. Mwaanga Chairman 
Mr. M.L. Sanderson Secretary 

15. Zambia Sugar Company Ltd. 
Mr. D.A. Tate Managing Director 

l 
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16. Chilanga Cement Ltd. 
Mr. D. B. Mhango General Manager 

17. Zamefa - Metal t~~ricators of Zambia Ltd 
Mr. P.C.G. uougherty Marketing Manager 

18. Crushed Stone Sales Ltd. 
Col. A.A. Lukobo General Manager 

19. Kapiri Glass Products Ltd. 
Mr. K. Mwila General Man3ger 

20. S~rioes Clothing Ltd. 
Mr. F.A. Dursch General Manager 

21. Zambia Saw Mills Ltd. 
Mr. D. Grosta General Manager 

22. Bata Sho~ Company 
Mr. F. Tomsin General Manager 

23. Kafue Textiles Ltd. 
Mr. Karb Technichal Manager 

24. Leopold Walford (Ltd.) 
Mr. C. Morgan Managing Director 

I 

I I 
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