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I, INTRODCCTION AND QPENING SPEECHES

.. .atrogustian

industrial r=habilitation of agro-based manufacturing in Zamtia was the
focus of a three day Round Table Meeting held in Lusaka from 3-17 March 1989,
Yrgzanized by INIDYO, in :n-cperaticon with Zambia's Ministry of Commerce and
Industry and the industrial Deveiopment Zorporation (INGECO), the meeting
reviewed the tindings and re-cmmendaticns of & r=pori =utizled "The
Regeneraticn >i Zambian Yanufucturing Irdustry with Erphasis ' igrao-based
Industries” prepared by UNILN's Regional and Country Studies ‘ranch (REG).=’
This diagnostic survey, which addresses hoth the major probizms »f Zambian
manufacturing and the potential for regenerating the sector, was prepared
after a month-iong ri2id mission o Zambia from May-June i988. Applying a
"top-down" approacit to industrial rehabilitation, REG reviewed four piants in
their rotal working environment. I[ssues and problems at the macro-economic,
sector, sub-sectcr and branch leveis were analysed as well as technical and
physical aspects of plant recovery. The plants that were studied by the
mission were determined to demonstrate good rehabilitation potential and
linkages, and were viewed as priority industries by the Government, INDECO and
the Zambian Industrial and Commercial Association (ZINCOM). These four plants
were: Zambia Pork Products Ltd., E.C. Milling Co. Ltd., ZATCO Stockfeeds
Ltd., and Kabwe Industrial Fabrics, Ltd.

The meeting provided the opportunity for representatives of the Zambian
Government, the four firms, INDECO, and UNIDO to review the findings and
recommendations of the report in order to determine follow-up action in the
form of technial co-operation and assistance. Other participants included
representatives from the World Bank; banking institutions; embassies of the
Federal Republic of Germany, the Netherlands, Finland, India, and the United
States; and multilateral and bilaterai organizations (ILO, SIDA, FAQ). The
meeting presented a concrete programme for implementing the recommendations of
the report in order to provide a lasting ~ontribution to Zambia's economic
develcpment, especially its policy of development based on its own resources.

- The Regeneration of Zambian Manufacturing Industry with Emphasis on
Agro-based industries. Sperial reports on industrial rehabilitation
No. 1, PPD/R..7; 14 October 1988

Seiplan of Attion te- ARtabilitation, .0
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The Round Table Rehabtilitaticn Meezing was opened on 3 March 19897 by
Zambia's Minister of Zcmmerce and Industry. Honourable Minister Musaka, MCC,
stated that the gquest “uor survival and a nsetter standard of living were the
driving forces beniud industrialization. for Jeveioping cuuntries there is the
pressure to restructure quickiy in order to narrow the zap berween themselves
and the .aveloped .ountries. de commented criticaily on the history ot this
development zap Dy pointing to the direct correlation between colonialism and
econ~mic development. Since the poor countries of the worid were often rich in
raw materials, “he decisive factor for the development status of a country was
not primarily the possession, but the utilization of iccal raw resources.
Another priority in Zambia's Government policies was the promotion of
non-traditional exports, thereby increasing its foreign =ichaug=-earning
capacity. Both political aims could not be effacted without industrial
rehabilitation. The Honourable Minister stressed that in order o attract
investment into a mixed economy as promoted by the Zambian Government,
industrial rehabilitation had to pave the way. He therefore looked forward to
the recommendations of the meeting and hoped it would prove to be a successful
investment promotion exercise.

3. Openiag sveech and iatroduction to UNIDO's rehabilitation progrimme by

the de3sd of the URIJ)0 Deleqstion snd UIIDO's Regqionai and Country

Studies 3ranch

In his opening address the Head of the UNIDO delegation and UNIDO's
Regional and Country Studies Branch explained UNIDO's rehabilitation
programme, the aim of which is to identify the major constraints for industry
in the overall economic and policy framework, Zo assess prospests and
constraints in individual, key agro-industrial plants, and then to mobilize
and concentrate national and internaticnal rescurces and cfforts vo
rehabilitate these plants. lntensified and focused international co-nperation
could generate a multiplier effect in industry and agriculture, thereby
endorsing efforts to be undertaken by Zambian entities. The Head of the UNIDO
delegation proposed, as a tfirst step in this direction, a detailed short-term
rehabilitation programme, including measurss such as management consulting,
assistance in financial and cost accounting, sales/purchasing,
maintenance/repair, training of various -ategories of staff, and various
external support measures. The next step would involve teasibility studies to
determine the viability of investment in new equipment for the longer-term
regeneration of the plants. The coincidence of the meeting with International
wWomen's Day further suggested, within the framework of UNIDO's rehabilitation
programme, efforts toward increased partxc1pdtlon of women in the industrial
development of African countries.
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The Co-Chairman explained that is was for this reason UNIDO took a
"zop-lown"” approach to rehabilitaticn. 3tarting it the macro level with the
macro-e:scucmic and institutional factors which impinge on the performance of
piants, the anaiysis descends through the sector, sub-sector and branch level
analvses, .4nd tinally reaches the plant level. In order to determine
environmental ~onstraints to plant performance, UNIDO then assesses the
rehabilitation requirements of individual plants in the opposite direction,
frem the bottsm apwards. In so doing, UNIDO tries to assess what changes in
the economic and institutional environment are required as a pre-condition for
successiui plant-ievel rehabilitation. This double perspectve - top-down and
bottom-up - in the rehabiiitation approach ensures a thorough identification
of requirements for the long-term economic viability of individual plants.

The Co-Chairman continued thzt in order to maximize the effect of
rehabilitation evpenditures and particularly to maximize the external or
spread-over =2ffects, UNIDO seleczed the plants ac-crdirg to two main <riteria:
first, they were within the agrc-based industry which the Zambian Government
has declared a priority industry which should receive speciai attention;
second, the firms are interrelatzd, with strong backward linkages to
agriculture and forward linkages: to other firms, industries and sectors.

The Co-Chairman stressed that a major goal! of the meeting was to
eicourage response from the participants, particulariy bilateral and
multilateral agencies, and to elaberate tollow-up activities. In the long
term, the most impcrtant zoal! cf UNIDO's repabilitation programme is to enable
African countries, in this cas< Zambia, to do their own diagnostic surveys and
be their own renatilitaters. The altimate objective i3z to iz2ave behind a
lasting capacity and capability for Zambians to help themselves.

tater in the weeting the Co-Chairman resumed the idea of cnabling 7ambia
to formslare its Hwn consistent .and ~oherent programme ot industrial w
rehabiiitation and guidance. He iisted varicus UNLG proferts assisting the
Investment 2ulicy Cepartment of <he Naticnal fommission for Jeveicpment
Plane ng (IYD/NCDP) and the Industrial Flanning it 1iPLU) in the Ministry of
Lommerr- andg industry and pointed »ut INDECO's rols in the =z~2onomic !
regeneration process, All erforts toward rehabilitating 'individual plants and
strengthening Jampia’s manufacturing sector ultimate'y depend on the overall
long=-tarm recovery of the economy, he. :ver, Berause the rountry's current
resources are insafficienat %o tackle such large-s-ale récovery, the
cuLhu$iasL§r support‘ut:Lhe intc%nnliunul community is crucial,
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Mr. Almquist, consultant and member >f the UNIDG fiald mission to Zambia,
then made observatious on Zambiz2's economic environment and its prospests and
deficiencies with respect :» azro-based industries. After pointing aut the
importance of 2conomi: linkage ctfects demonstrated ty the z2xampl=s of the
tibre-processing industrv, and the relevance of developing a dcaestis
renewable raw material base, Mr. Almquist focussed :n the reasons far low
capacity utilization in Zambia. They are reflected in the foliowing
recommendations intended to improve the overall performance of plants:

- Repair of individual equipment and provisicon of necessary soare
parts;

- redesign of process flow for greater efficiency and capacity;

- installation of equipment originally omitted;

- replacement. of obsolete or undersized equipment;

- establishment of an in-house laboratory, and implementation of a
quality control programme for routine monitoring and control of raw
material and fiscal products. In addition, existing specialist
laboratories should be strengthened and central laboratories should
be established in the major provinces and Lusaka to provide analysis
services.

- weasures to improve personnel safety and health, including provision
of protective equipment and enforcing their use; and

- appropriate measures to minimize the generation of in-plant solid,
liquid and gaseous waste, including the installiation of pollutica
control devices.

Furthermore, there is a need for increased utilization of professional
expertise, a field where UNIDO might assist and co-operate.

Spare part constraints frequently result in production stops and
substantial economic losses. Mr. Almquist gave the following major reasons for
spare parts shortages:

- Insufficient domestic spare part capacity, combined with import
dependence threatened by lack of foreizn exchange;

- Zambian plant conditions causing increased wear and tear of
machinery, which was built in industrialized countries for
conditions prevailing there;

- shortage of spare part suppliers, especially tor machinery that is
no longer produced;

- bureaucratic nurdlexr in the timely importation of spare parts;

- trequent damage or .oss of imported spare parts due to inadequate

storage, handling or organizational control; and
- import duties increasing the cost of plant maintenance, therety
discouraging it and reducing capacity utilization.
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“he UNIZO consultant favoured the idea of an in-depth investizaticn and
detail=sd :lassification of soaraz parts production, supply and ne=2ds ia Zambia,
and suggestad this as a future fieid tor UNID) assiszance. His recommendations
for meeting the spare gpart bottlenecks inciud=:

ll

s non-competing imports;

duty regulations {cr competing vers:
centror workshops;

2) .L-hcuae workshops and regionai
tment i a Spare TFarts sgeacy within the 3ADCC regicn,

pcssic v with NI assistance;

4) maintenanse routines, including prevsntion maintenance. reducing the
nead Tor spares; and

3) 13

al. istment 3f Zambian standards for equipment, which would
iitat-: their replacement.

Mr. &lmgquist concluded his presentation by stressing the importance of
improving agri:uiture simultaneously with the rehatilitaticn and development
of agro-industries. Reuu:ed impcrt dependence demonstrated by the example ot
the :ibre-prac=ssing industrv ind improved quaiity of raw materials such as
maize and suntlower seeds would be beneficial not only to agriculture itself,
but to the venebilitation process, due %o the linkage eftfect.

" -

2. dsn3gezent. organization sng mezeltiry 90.:icies By Ms. Fe.sn D'leill,

WD censuitiat

Ms. O'Neill, UNIDO consultant and member of the diagnostic survey team
presented the team's major findings and recommendations regarding management
and organization, arketing, import dependence, access o foreign exchange,
and prices and pricing policy.

With respect to management and organization, the UNIDO consultant
observed that weaknesses are found at the middle management and foreman and
supervisory levels. The division of labour between senior and middle
rnianagement should be improved sc each can do a better job. At the plant level,
lack of management information is a major weakness leading to unrealistic
budgets - a situation which could be alleviated by introducing and utilizing
computers irn the management precess.

with regard to marketing, Ms. )'Neill askea the crucial question: "How
much marketing, if any, is nenessary and at what point should the marketing
effort in a ~ompany ke aceelerated?” The four firms - ZAPP, £.¢7, Milling,
ZATCO ané KIFC. - ~ad weak or nen-axistent sales and marketing poiicies. In
order for the ptput resulting trem rehabititation to be sold ‘n a timely
ménner. the marke ting functicn would have %o improve. A simuitanenus
improvement in mars-ting, <upp.y it inputs and sopely o tinisbed goods woild
promote Iaster _urnover anG a4 cotler cash oow position in e ccmpanies, At
the national level., Jambia newds <o streqetlien jts oxport mark-ting codics.

. Arcnrding o the new agro-iased industrislization strategy, import
dependence is to be met Sy increased processing of domestic resources and b
using the ovtputs of the agricraiture <ector as inpats Ly the manutfsataring
sector, whereas import depeadence on raw materials varied among the tour firms
examined, dependence on machinery and spare parts imports was common to ail of
them, Some spare parts can b dade in Zambia, and ta the axtent that this is
50, their production should be supported and protected, However. the




L716r -9 -

importation of machinery and soar2 sars which are at oresent not -uipable of
being produced in Zambia shouid bYe Tacilitated with impedimen:s such as
tarifts, taxes, 2r bureaucrati: procedures Xept to a minimum.

The shortage of foreign exchange prevaiiing since 1380 was due t2 a
general «downturn in the econemy and :he collapse in the Jrice of :opper which
provides over 30 per cent of Zambia's foreign exchange earnings. By promoting
and diversifving its export base, Zambia wou'd promote tareign exchange
earnings. This, in turn, depends on the existence of 4 supporting =cconcemic and
policy =nvironment for manufacturers.

Rezarding prices and pricing policy, a complex battery of price
distortions and the inhereat lack of svnchrenizarion creat2s serivus problems
tor many manufacturers. when input prices increase and output prices are
fixed, orofits shrink or sven turn into losses. Uitimately, selling crirss
have o cover costs as well as allow 1 level of vrofits o enmatle a firm to
maintain its plant in good working >rder and rzpiar= it over zime. (he
emergence of hidden subsidies, which might serve as 21 snort-ferm remedy o
survival, is a reaction to the widespread =2xistence of price distorrtions, the
ultimate cause of which is an aver-compiex poliicy on pricing and an
institutional mechanism which is incapabl= of coping with it.

3. Presentitioa of UNIJ0 proects gy tze Uili20 Interregicna. Adviser

for Pre-lavestzeat 3na.ys:s

The UNIDO Interregional Adviser for Pre-investment Analysis presented
UNIDO's new and integrated approach to industrial rehabilitation in developing
countries, putting UNIDO's Zambian rehabilitation study in the context of this
overall tecinical assistance approach.

Stressing that UNIDO is first and foremost a technical assistance agency,
with the main assistance being of a projact nature, the speaker estimated some
50 per cent of UNIDO's both purely technical and economic projects to be
devoted to rehabilitation. New in UNIDO's rehabilitation approach is the fact
that it no longer tackles technical/economic gevelopment problems in isolation
from each other, but rather acknowledges their interrelation. This integrated
assessment is supported by a complex reservoir of resources both in technical
areas such as agro-industry, metallurgy, engineering and the chemical
industry, and in economic-related areas such as pre-investment analysis,
management advice, small- and medium-scale enterprise development assistance,
industrial planning, training, and environmental and energy assessment.
UNIDO's industrial rehabilitation assistance 'must be viewed within the broader
framework of government policy rowards industrial restructuring in general,
and the question of whether it is economicalily ratic 'al to rehabilitate an
enterprise at all is inherent in the new approach.

UNIDO's Interregional Adviser oxplained that UNIDO’s approarh to
industrial restructuring and rechabilitation has four stages. The first is the
pre-diagnostic stage in which a survey is made of the country, sector and/or
sub-sector to identify the potential candidate firms and subsequently choouse
the enterprises to be rehabiiitated.
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The second is the diagnostic stage in which the diagnostiz rshabilitation
analvysis .< made, short-term recrganization and rehabilitation measur=s
carried out, and detailed medi:mm- and long-term rehabilitation work placs for
2ach asgect oi the firm's aperation are eiaboratad (management, pre-:nves:tment
aralysis, maintenance, IS, piant layout, marketing and technolcgy). Jnce the
labour-intensivediagnosti: anaivsis has teen zompleted, a rather
capital-intensive invastment Sromotion fgrem Is asld as a third stage,
bringing together aoLenti;l }:iz -venture partners, r2presentatives of
biiateral and multilatera g nizaricns, [oca: indusctrialists, and
representatives of de"ezcome Tinance ipstitzations o assist the country in
the fiancing of the planred Tcdi m- and iong-I=rm rehabiiitation measures. As
the fourth staze of the rszhaniitation programme, -he internationai expercs
invoived in the first and seccond pnase assess the training needs in the area
under rehabiiitation.

f'Y

n the case of Zambia, UNIDD was able to allocatz resources from i
regular budget -o the rehabilitation survey as stage e of the overail
renabiiitation orogramme, and additicnal resourcss wiil be provided to recruit
a team of international experts to carry ou: she shert-term rehabilitation of
Kabwe Industrial Fabrics. However, UNIDO's :ivanciai resources are iimited. To
render the rehabilitation programme sucressfui, the Covernment of Zambia and
UNIDO depend on contributions from developed donor -ountries to UNIDO's
Industrial Development Fund and other UNIDO trust funds.

141

4. Presentation of oroiect conceots by Ms. 0'Jde::ii UdIDO comsultant

Ms. O'Neill, UNIDO consultant, presented the general oroject concepts
elaborated by the field mission to Zambia. One repeated theme in the mission's
general findings and recommendations was the need for specific policy changes
at the national level. In many instances, what was called for was the very
careful fine-tuning of policies already agreed upon in principle or actualy
being implemented. The governient measures should also include an improvement
of policy analysis capabilities, which could be strengthened by the following
project concepts:

- Provision of :xpertise to rede:ign the tariff structure;

- provision of expertise tor the synchronization of price changes fmr
manufacture:s’' inputs/outputs;

- examination of the impact of a modified company taxation poliry in
order to promote the ~ompany's internal financing of rehabilitaticn
and, at the naticnal level, to generate revenue rrom tax profits.

Furthermore, the roles of INDECO's Economic Evaluation Unit and the
Ministry of Commerce and Industry's Industrial Planning Unit should be
expanded and strengthened.

Strengthening management :apabilities is a ~rucial task to be tackled.
Pertinent international zo-operatiin project concepts would involve assistance
ia in-house training of middle nanagement, study tours tor middle manag=men:

personnei, and installation of romputer systems for routine work and training

for users. !
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Mr. Nduio and Mr. Alaonist, LNIDO consultants, summarized zhe riadings of
the UNIDO rfieid amission for the fcur -cmpanies - ZAPP, KIFCO, E.2. Milling and
ZATCO Stockfeeds Ltd. They present=d the mission's recommendations and the
project concepts tor =2ach piant, —overing the rfirm's management, organizaticn,

marketing, cost and price structure, physical plant and inputs.

:I1, PRESENTATION OF OTHER INDECO AND ZINCOM PROGECTS

INDECO and ZINCOM presented for the participants' information 4 ccher
rehabilitation projects currently underway invoiving a milling plant, 2dible
oil plant, sawmill, and int:zverncus tiuids tactory. Threae projects {or
feasibility studies include expaunsion of a cannery, wine production, and a
talc-mining and -processing piant. (See Annex 2 for detailed descriptions.)

IV, CONCLUDING DISCUSSION

As a result of the original diagncstic survey and discussions held during
the meeting, the parties agreed to a set of detailed recommendations and an
Action Plan to implement the recommendations. it was also agreed that (1) a
follow-up meeting should be held in Vienna; (2) appropriate Zambian
authorities should initiate requests for international technical assistance to
be implemented; (3) appropriate Zambian authorities should undertake those
actions recommended in the Action Plan which do not require external
assistance; and (4) plant management should continue to carry out
recommendations made in the diagnostic survey.

Various representatives of organizations in attendance (Polimex-Cekop,
Poland; the Embassy of the Federal Republic of Germany; Standard Chartered
Bank; CDC; FAO; and NCDP) expressed their satisfaction with the meeting and
offered their co-operation and support. The Chairman of the meeting, Mr. Yamba
of INDECO, concluded by emphasizing that follow-up action should be ‘
expeditiously undertaken and cailed upon INDECO, ZINCOM and UNIDO to jointly
fulfill the tasks formulated during the meeting. ‘

Each of the General Managers of the four companies expressed theic
agreement with the conclusions and recommendations of the UNIDO report as they
related to their individual plants. They also endors=d UNIDO's programme of
industrial rehabilitation which they saw as a new departure and a valuable
basis for the regeneration of Zambian manufacturing industry.
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The UNIDO ~oneept for

recsonstruction and upgradia

(ii) necessary measures o
quality at :the appropriate
orzanization and marketing c
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toliow-up re cssential, and et
that mcmentum is not lost.
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The Plan

cf Action preovides zuaidanc2 rezarding actions o B2 taken by the
different parties involved. I: inci:des projects which are ~iewed as
rehabilitation sub-proijects as we.l varicus measures wiii~h are esssential o
an overalil rehabilitation pilan. Che preijsct framework has been preparzsd for a
number of identified renhabilitation sub-orojects: in such cases, the UNIDO
project aumter is indicated in brackets after the projsot titie.

tUnder each sub-project or action, the related propesed actions :zre
enumerated to iilustrate the action pattern. TtThis turther emphasizes the
necessity to co-ordinate, monitor and tc low-up the plan of action.

The time frame provided is based on the fact that the Zambian Zovernment
and enterprises accepted in general the UN7:0 proposals tfor individual plant
rehabilitation during the cenference. According te official procedures, the
starting point of an activity must be requested by a Ministry, a parastatal
orzanization, or the enterprise subject to rehabilitation. Due to the
unavoidable time lag between reception of a request and its implementation,
the requests should be presented well ahead of time. As the projects are
inter-connected, delay or failure to comply with the Plan of Action will
ultimately have a detrimental effect on the rehabilitation procedure nd its
surcess.

Once the rehabilitation project is accepted, UNIDO will prepare project
documents. The documents are used in the final procedure to attract the
interest of potential financiers in the project(s) and to determine the scope
of UNIDO/UNDP assistance. The project documents are made available to
interested pctential financiers, internaticnal lending institutions, hiiateral
aid organizarions, and other commer=ial interests., It s anticipated that
commitments wiil be made by tinanciz2rs during or shortly after a Round Tatle
conference, leading the rehabilitation project into its impl:amentati:n pnase.

The linkages between 2APP, FCM, ZATCO and KiFCO are describied in the “ull
rebabilitation report The Regeneration of lambxan,Janutact iring (ndustry with
emphasis on Azr--hased Industries, [4 tctober 188 = . 9 reap fuil
domestic benefit from the :inkage erfects, ~he vo-ordination of timing between
ZAPP, ECM and ZATCO in particular is of ‘rucial importance. Assistiance ‘rom
other international organizations - UNCTAD, I7C and FAO - is required, as well
as from Zambian Ministries, authorities and organizations. UNIDO will assist
in co-crdinating and monitoring the preparation and implementation of the ?.an
of Action for Rehabilitation.

1/ UNIDO, PPD/R. 19
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2247 0F ACTioN

A. Geners:
l. Provide expertise to radesign tariff structure.

(a) Related proposed actions:
Rehabilitation of ZAPP, ECM, ZATCO, and KIFCO.
(p) Proposed implementation: 1989
(¢) Action/Initiative: MCI request UNIDO/UNCTAD assistance.
(d) Financing: UNDP and/or other international sources ‘

» = - 3 » - 3 |
2. Investigate reasons for PIC delays in implementing price increases.
Provide expertise to sychronize caanges in prices and costs for
manufacturers. !

(a) Related proposed actions:
Rehabilitation of ZAPP, ECM, ZATCO, and XIFCO.
(b) Proposed implementation: 1989
(¢) Action/Initiative: INDECO request UNIDO assistance.
(d) Financing: UNDP and/or other international sources

3. Modify company taxation policy to promote internal financing of
rehabilitation.

(a) Related proposed actions:
Rehabilitation of ZAPP, ECM, ZATCO, and KIFCO.
(b) Proposed implementation: 1989
(¢) Action/Initiative: INDECO request UNIDO assistance.
(d) Financing: UNDP and/or other interna:iomal sources

4. Expand the role of INDECO's Economic Evaluation Unit, and further
strengthen the role of the Industrial Flanning unit of MCI and the
Investment Policy Department of NCDP. ‘

(a) Related propose¢ actions:

Rehabilitation of ZAPP, ECM, ZATCO and KIFCO.
(b) Proposed implementation: 1989/9C J
(¢) Action/Initiative: INDECO request UNIDO assistance.
(d) Financing: UNDP and/or other international sources

5, Technical assistance in planning and design of plant rehabiiitation.
including contracting and commissioning procedures and specification
of construction works and equipment. (ZAM/TAS/88/05)

I

(a) Related proposed actions: ‘
Rehabilitation ot ZAPP,ECM, ZATCO and KIFCO. \

(b) Proposed implementation: 1989/90 |

(c) Action/Initiative: INDECO, in co-operation with ZINCOM, request
UNIDO assistance on behalf of ZAPP, ECM, ZATCO and KIFCO.

(d) Financing: UNIDO/UNDP (est. USD 157,200) y

) [T N
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Techniral assistance in the development of maintenance procedures and
training focused 1 prevsntive maintenance. (ZAM/TAS/88/03)

{(a) Related proposed actions:
Rehabilitation 3¢ ZAPP, ZCM, ZATCO and KiFCO.

{(b) Prepused implementation: 1939790

{e) ActicnsIaiziative: (NDECYJ, in ca-operaticn with ZINCOM, request
INIDC sssistance on penalf of ZAPP. ECM, ZATCO aud KIFCO.

(d) rfinanciag: UNIDO/UNDP (est.USD 137,200)

Teasibility s%udy for establishirg spare parts producticn in Zambia.
(ZAM/EST,38/C)

{a) Relat=d cropased actions:
Rehatiliizazisn ot ZAPP, ECM, ZATCO and KIFCO.

(b) Propcsed impiementation: 1990791

{c) Acticen/Initiative: INDECO, in co-operation with ZINCOM, request
UNIDGC assistance on behalf of ZAPP, ECM, ZATCO and KIFCO.

{d) Financing: UNIDO/UNDP (est. USD 38,600)

Technical assistance for technolegical assessment and appraisal of
standardization.

(a) Related proposed actions:
Rehabilitation of ZAPP, ECM, ZATCO and KIFCC.
(b) Proposed implementation: 1990/91
(c) Action/Initiative: INDECO request UNIDO assistance.
(d) Financing: UNDF and/or other international scurces

Studies to determine the need for regional maintenance centres,
workshops and laboratories. (ZAM/STU/%8/06)

(a) Related proposed actions:
Rehabilitation of ZAPP, ECM, ZATCO and KIFCO.
(b) Profcsed implementation: 1990/91
(c) Acticn/Initiative: INDECO request UNIDO assistance.

(d) Financing: ©NIDO/UNDP (est. USD 53,800)

Assistance ftor in-house training of middle management in
manufacturing.

(a) Related proposed actions:
Rehabilitation of ZAPP, ECM, ZATCO, KIFCO and activities
proposed under A Ll below,

(b) Prupnsed implementation: 1339/4)

(¢) Acticn/Initiative: INDECO, in c¢o-uperation with ZINCOM, request
ZIMCL assistanae,

Arrange study “ours ‘or middle-management in manutacturing.

(a) Related roncsad actions:
Rehabiiitation :t 1APP, ZCM, ZATCO, KIFCO and activities
proposed aacar A 1Y) above,

(b) Proposed implementation: 1989/90

(e) Action/Initiative: INDECO, in co-operation with ZINCOM, request
UNID( assis-ance,

(d) Financing: MBP and/or plher international sourres




3. For 3il enterprises studied

L. Management training in computer-aided managewent, such as accounting,
purchases, sales and maintenance. (ZAM/TAS/88/04)

(a) Related proposad actions: 2 7 and C 3l

(b) Proposed impiementazicn: 1990-1993

(c) Action/initiative: INCECQ, ir co-operation with ZINCOM, request
CNIDO assisctance.

(d) Financing: UNIDO/UNDP (est.USD 372,400)

C. ?lsnt levei oroiects

rJ
&
-
e -/

1. Advertise extensively through Zambian press, racio and TV.

(a) Related proposed actions: C.2
(b) Proposed implementation: 1989/90
(c) Action: ZAPP

2. As soon as possible, improve packaging and introduce taste-stands in
supermarkets and townships to make ZAPP's name known.

(a) Related proposed actions: C.1
(b) Proposed implementation: 1989/90
(c) Action: ZAPP

3. Programmed course of training over a period of two years for local
sales personnel as well as sales representatives in the provinces.

(a) Related proposed actions: -
(b) Proposed implementation: 1989-91
(c) Action/Initiative: ZAPP request ZIMCO assistance.

4, Perform a market survey in neighbouring PTA and SADCC countries.

(a) Related proposed actions: C.5

(b) Proposed implementation: 1992 - 94

(c) Action/Initiative: ZAPP request ITC assistance throvgh ZEB.
(d) Possible financing: ITC

5. Promote sales in neighbouring countries through the creation of sales
outlets and a system of representatives.

(a) Related proposed actions: C.4
(b) Proposed implementation: 1993 < 95
(c) Action/Initiative: ZAPP in co-operation with ZEB.




10.

11.

Provide refrigerated trucks to improve the system of transportation
and deliveries.

(a) Relared proposed actions: C.5

(b) Propused implementation: 1990/91

(¢) Activn/Initiative: ZAPP request funding through INDECO -
assist. UNIDG.

(d) Financirng: =zilateral funds

Upgrade skills in accounting department; switch pricing function to
accounting department.

(a) Related proposed actions: 3.1
(b) Proposed implementation: 1989 - 91
(c) Action/Initiative: ZAPP request assistance from ZIMCO/NIPA/CBU.

Assistance in procuring egquipment and supplies for an appropriate
quality control laboratory, and training of laboratory technicians.

(a) Related proposed actions: 4.3, C.?, C.10

(b) Proposed implementation: 1989/9¢

(c) Action/Initiative: Z\PP request UNYDO assistance through
INDECO.

(d) Financing: UNIDO/UNDP (incl.in A.5 est. cost).

Feasibility study to determine the viability of expanding the
processing department with a canning line zud a line for prepared
foods, in connection with assistance for planning of physical plant
rehabilitation.

(a) Related proposed actions: A.5, C.4, C.5

(b) Proposed implementation: 1989/90

(c) Action/Initiative: ZAPP request UNIDO assistance through
INDECO.

(d) Financiug: UNDP and/or other international sources

Assistance in procuring finance for rehabilitating all plant,
machinery and equipment.

(a) Related proposed actions: A.5, C.8, C.9

(b) Proposed implementation: 1990/91

(c) Action/Initiative: ZAPP request UNIDO assistance through
INDECO. ‘

(d) Financing: UNDP and/or other international sources.

(e) Possible funding organizations
- Domestic: DBZ
- International: ADB, bilateral funds, foreign commercial

participation |

Adopt necessary measures to make good quality stockfeed évailable at
all times to the pig producers.

(a) Related proposed actions: C.12, C.l4
(b) Proposed implementation: 1989 onward
(¢c) Action/Initiative: LAPP request MAWD/ZCF action through INDECO.




13.

15.

16.

l7‘

18.

Implement, as soon as possible, the Pig Production Assistance
Project (PPAP) currently under review.

{a) Related proposed actiens: C.11, C.13, C.14
(5) Z>roposed implementation: 1989 ouward
(c) Action/Initiative: ZAPP

Incorporate in the PPAP a breeding scheme organized 1d monitored ty
7APP.

(a) Related proposed acticuns: t.12

() Proposed implementation: 1%%0)

(¢) Action/Initiative: JaPP request HAWD/FAD assistance
through IXDECO.

(d) Financing: %o be included in request.

Establish and enforce stricter and more specific rules for grading
pig carcasses; introduce payment according o grade.

(a) Related proposed actions: C.12, €.13
(b) Proposed implementation: 139G onward
(c) Action/initiative: ZAPP request MAWD action through INDECO.

Organize effective sales network.

(a) Related proposed actions: B.l, C.19
(b) Proposed implementation: 1989 omward
(c) Action/Initiative: ECM

Advertise through nation-wide press, radio and V.

(a) Related proposed actions: C.15, C.19
(b) Proposed implementation: 1990/91 onward
(c) Action/Initiative: tCM

Perfr~m market surveys in neighbouring countries.

(a) Related proposed actions: C€.18, €.22 (zc-ordinate)

(b) Prcoosed implementatinn: L1992

(¢c) Action/Initiative: M request [TC assistance through ZEB.

Initiate sales prometinn in neighbeuring countriszs if market surveys

are positive,

(a) Related propose! a-tiomst f.in, T..7, Lle, T.I3 4o crdinats)

(b) ?2roposed impl meatiticns Femding res.lt tvom coroand whlen
domest s availai-iiity 07 stockie=d lnir-cients permits.

(¢) Action/Initiative: & M request ZIP assistance.
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19.

20.

24,

Improve the distribution system.

(a) Related proposed actions: .13
(b) Eroposed impiementation: {3%)
{(c) Action/iInitiative: =CM

Assistance in procuring finance for rehabilitation of plant and
machinery.

(a) Related praposed actions: A.>
(b) Proposed implementation: 1389/30
(c) Action/lInitiative: £CM reguest UNIDQ assistance through I[NDECO.
(d) Financing: UNDP and/or other intermationai sources.
(e) Possible funding organizations
- Domestic: DBZ
- 1Intermational: ADB, bilateral finds, foreign commercial
participation

Advertise in domestic press, radio and TV to make ZATCO known.

(a) Related proposed actions: -
(b) Proposed implementation: 1991/92
(c) Action/Initiative: ZATCO

Conduct market surveys in PTA countries.

(a) Related proposed actions: C.17 (co-ordinate), C.23

(b) Proposed implementation: 1991/92

(c) Action/Initiative: ZATCO request ITC assistance through ZEC.
(d) Possible financing: [TC/UNDP

Initiate sales promotion in neighbouring countries if market
outlooks are favourable.

(a) Related activities proposed by UNIDO: see C.18 (co-ordinate),
C.22

(b) Proposed implementation: 1992/93, or when the plant processing
capacity and ingredient supply relative to domestic demand
permits.

(c) Action/Initiative: ZATCO

Install bulk storage for grain and soyabeans, initially with
capacities corresponding %o about 50 per cent of annual demand,
planned for later expansion.

(a) Reiated proposed actions: A.53, C.26

(b) Proposed implementation: 1990/91

(c) Action/Initiative: ZATCO, alt.l - action as deemed appropriate
with the view of self-financing, alt.2 - ZATCO request UNIDO

' assistance to ensure co-ordination with rehabilitation action.

(d) Financing: alt.l - self-financing, alt.2 - to be included in
rehabilitation programme.
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25.

26.
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Establish an in-house !aboratcry at ZATCC, and train laboratory
staff.

(a) Related proposed actions: A.3, 8.1, C.26

(b) Proposed implementation: i990/91

(c¢) Action/Initiative: ZATCO request UNIDC assistance in
conjunction with A.5

(d) Financing: INILO/UNDP (traianing comporent); 2quitmeatl <2 be
inciuded in funding of rehabilitation progcramme.

Assistance in procuring finance for renabilitation of piant and
machinery.

(a) Reiated proposed acticms: A3, C.26, 7.35
(b) Proposed implementation: 13%:/#)
(¢) action/Initiative: ZATCO r2cuest UNIDD assistance.
(d) Financing: UNDP and/cr other ‘aternational sources.
(e) Possible funding organizations
- Domestic: EBZ
_ iIntermationai: ADB, biiateral funds, foreign commercial
participation

28.

30.

In addition to direct personal sales, undertake an extensive
advertising campaign through press, radio and TV.

(a) Related proposed actions: C.30
(b) Proposed implementation: 1990/91
(c) Action/Initiative: KIFCO

Perform market studies in neighbouring countries.

(a) Related proposed actions: C.29

(b) Proposed implementation: 1993 or later, depending on
availability of products for export.

(¢) Action/Initiative: KIFCO request ITC assistance through CZEB.

(d) Possible financing: [TC/UNDP

Promote export sales by narticipating in trade fairs and
establishing sales outlets in neighbouring countries.

(a) Related proposed actions: C.28
(b) Proposed implementation: Pending result from activities C.28
(c) Action/Initiative: KIFCO request ZEB assistanc:.

Programmed course of training over a period of two years for local
sales representatives in the provinces.

(a) Related proposed actions: (.27

(b) Proposed implementation: 1990/91

(¢c) Action/Initiative: KIFCO request 2!MCO assistance through
INDECO.




3l. CUpgrade skills in accounting depariment.

{a) Related sropos=d actians: 3.1

(=) Proposed implementation: 1939/90

(¢c) Aczion/iInitiative: XIFCO request ZIMCU/NIPA/CBU assistance
through INDE).

32. Investigate altarnative sources of synthetic raw materiais, rather
than relying on internaticnal trading agencies.

(a) Related proposed actions: -

(b) Proposed implementation: 1989/90

(c) Action/Initiative: KIFCO request I[TC assistance through ZEB.
(d) Possible financing: [TC/UNDP

33. Assistance to the Kenaf Development Programme for plant improvement,
development of better cultivation practices adapted to small farms
as well as commercial units, and the adoption of appropriate
processing technoiogy at farm and factory levels.

(a) Related proposed actions: C.34

(b) Proposed implemeuntation: 1990 onward

(c) Action/Initiative: KIFCO request MAWD/FAO/UNIDO assistance
throcugh [NDECO.

(d) Possible financing: FAO/UNDP

34, Studies o improve processing and bag manufacturing methods to widen
the use of kenaf fabric bags to include their use for commodities
such as mealie meal and sugar.

(a) Related activities proposed by UNIDO: C.33

(b) Proposed implemeatation: 1990

(c) Action/Initiative: XIFCO request UNIDO assistance through
INDECO.

(d) Possible financing: UNDP and/or other international sources

35. Assistance in procuring finance for rehabilitating all plant
machinery and equipment.

(a) Prelated activities proposed by NIDO: A.5

(b) Proposed implementation: 1989/90

(c) Action/Initiative: KIFCO request UNIDO assistance through
INDECO.

(d) Financing: UNDP and/or other international sources




J. Asssciated pro‘ects

1. Feasibility studv for a .egionai slaughterhouse rendering plant in
the Lusaka region.

fa) Related prcposed actions: rzhabtilitation of ZAPP, ECM and 2ATCO.

(b) Proposed impismentation: 1:%9/30
(c) Action/Initiative: ZAPP request UNIDO assistance through
INDECO.

(d) Financing: UNDP and/or other international sources
2.  Assistance to procure finance Ior establishment of a rendering plant.

(a) Related proposed actions: D.1

(b) Proposed implementation: 1939/90

(c) Action/Initiative: ZAPP request UNIDO assistance through
INDECCQ.

(d) Possibie financing: UNDP and/or other international sources

3. Assistance for design, procurement, supervision and commissioning of
a rendering plant.

(a) Related proposed actions: D.1, D.2

(b) Proposed implemenation: 1990

(¢) Action/Initiative: ZAPP request UNIDO assistance through
INDECO.

(d) Possible financing: UNDP and/or other international sources

4, Improve the yuality of grains and oilbearing seeds; specifically,
remove impurities as early as possible in handling chain.

(a) Related proposed actions: rehabilitation of ECM and ZATCO.

(b) Proposed imhlementation: 1990 onward

(¢) Action/Initiative: INDECO in co-operation with ZINCOM request
MAWD/ZCF action.
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A - Rehabilitaticn

(a) INDECO Milling Ltd.

(b) ROP-Edible 2il Plant

(¢) Intravenous Fluids Factory
(d) Zambezi Sawmill

B- Feasibility

(a) Expansion of Mwinilunga Canneries Ltd.
(b) Masuki Wine Froject
(c) Talc-Mining andé -Processing Plant

A summa:y cf these projects is given in the following.

A - Rehabilitation projects

(a) INDECO Milling Ltd. Maize Mill

Plant

The INDECO Milling Maize Mill Plant
maize meal in the Copperbelt region

in Ndola is one of the major producers of
of Zambia. Market shares are distributed

almost evenly between the six major miils at 14-18 per cent since 1953.
However, INDECO Milling's share has steadily tfallen w#with production output
declining by 5 per cent between 1983 and 1987. The quality of the products has
also been deteriorating over the same period.

I't has been established that the decline in voth quantity and quality of
ﬁroducts has been due to the poor technical state 2f the plant. The
rehabllxtatzon is, therefore, aimed at refurnisning it in order :o improve its
operatxonal efficiency. Consequently, mariet share wiii be restored o i per
cent. and the quaiity of the maize meal wiil be improved. There will be slight
increase in capacity from 240 MT/24 hours to 264 MT/24 nours.

The total project cost is estimated at US $3.8 million, US 33.4 miilion being
the foreign cost ~omponent, and the balance of US $0.% millijon teing local
cost. A detailed feasibility study is available on the project as completed by
GOPA Copnsultants of West Germany in September, 1988,

(b) ROP's Edible 0il Plant

The project concept is to rehabilitate the cotton sesd and soya bean plants
and instal a solvent extraction plant. This will enhance the processing
facilities for cotton seeds and soya beans 50 as Ln permit ~ontinuous
operation and increase the processing ratio to its fuil rapacity of 48 t/d for
cotton seeds and 24 t/d for soya heans.




In order to improve the yield ¢r edible 2il, a solvent extraction device wil'
be installed. As a resuit, juality of animal feed, a by-product, will aiso be
improved.

The project cost is estimated at Y 1,280 Million (K 105.39 Million) for plant
and machinery cniy. It is recommended that the project be financed either
thrcugh a grant or a iong-cerm, interest-free loan. A teasibility study is
available on the project as rompleted by the Japan Consulting Institute (JCI)
in January, .98Y.

(c) Intravenous Fluids Factory

The Intravenous Fluids Factory has production capacity of 1500,000 bags per
annum. However, due to oid age cf plant and machinery (installed more than !0
years ago), the production capacity has deteriorated by 10 per cent annually.
Plans to rehabilitate the plant were mooted wayback in 1987 but they have not
materialized due to lack .f finance.

The objectives of the IVS factory rehabilitation are as follows:

(a) To arrest deterioration in plant capacity and restore capacity to
installed iavel.

(b) To save maintenance costs of various equipment including the steam
generator, autoclaves, water treatment plaats and compressor.

(c) To assure supply of vi:al life-saving drugs, namely intravenous fluids.
(d) The renewal of the equipment will also ensure the <mooth running of the
injectables manufacturing plant, which will depeni for some of its
services on the IVS plants such as the water treatment plant and steam

generation unit.

Total project cost is estimated at K 8.6 million, of which K 5.6 million

is in foreign currency. The foreing currency portion is mainly for
procurement of replacement machinery.

(d) 2ambezi Sawmills

The original project concept was to rehabilitate the two sawmills at Sesheke
and Mulobezi and the factory at Livingstone. However, this was not realized
due to lack of finance.

The management of the rompany has therefore proposed to carry out a
mini-rehabilitation in order to arrest the fall in production estimated at a
rate of 15 per cent annually.

The company has capacity to produce 5000 ccm of seepers and 7000 ccm of
sawntimber, but present production levels average about 30 per cent of the
installed capacity. The local demand for sleepers is estimated at 11500 ccm,
while sawntimber demand is estimated at 3000 ccm. However, there is a lot of
export potential tfor sawntimber in Europe and RSA.

The total project cost is estimated at K 15.7 milifon, out of which K 6.L9
million is the foreign cost component and K 8.64 million the local component.
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A feasibility study repert on a rehahilitaticn -ompiz=ted by BC 2erlin Consult
is avaiiable.

B. Proiects for Feasibility Studies

(a) Expansion of Mwinilunga Canneriz=s i:id.

Mwinilunga Cannaries Ltd. has been in cperatinn since the warly 1370s. The
initial investment was dedicated 10 a ciant rapabls of proczssinz 30 Mu of
raw pineappies into various canned pineapple products such &s SnOnKs, TiNgS

and juice.

The main objective of this project is o re-orient the core busi: ess of the
-ompany from canning operations to production of concentrated bulk pineapple
juice for soft drinks manufacturing -ompanies based in the Copperbelt and in
lusaka. The plant is estimated tc process 20,000 Mt of pineappies into juice
concentrate annually.

The re-orientaticn of Mwinilunga Canneries Ltd. from canning cperations to
production of hulk juice for soft drink manufacturers has very good prospect
as a viable venture both financially and economically.

The major raw material in the form of pineapples is available in the
Mwinilunga area. The project will contribute to increasing the income of
peasant farmers in the area. It will also enhance the economic development of
the district. The firm would therefore require funds for a feasibility study
on this project.

(b) The Masuku Wine Project

Following the successful producticn of wine from Masuku under laboratory
conditions jointly by the National Council for Scientific Research (NSCR) and
National Breweries Ltd. (NBL), it has been decided to evaluate the feasibility
of Masuku wine production on a commer:ial scale.

Consequently, "CSR and INDECO have agreed to undertake a feasibility study to
evaluate the following major areas:

- Confirm the wine market size, establish market segments, orire levels,
distribution channels and determine plant capacity.

- Assess raw material requirements, including availability, organization
and supply of Masuku fruits, as weil as the cost of these raw materials.

- Establish the requisite plants and equipment, sources of supplv, rost etc.

- Design plant lay-outs, and estimate costs for rivil works and plant
construction.

- Identify manpower requirements, training needs, labour rosis 2ic.

- Establish investment costs and identify the means to finance them.

- Establish the operating cosis of the plants with regard lo raw materials,
labour power, utilities, factory overheads, administrative overheads etc.

- Carry out a financial appraisal of the project to enable an informed
decision on the prcposed investm:nt.

INDECO is soliciting possible financial assistance for the envisaged
feasibility study. ‘
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(2) Talc-Mining and -Processinz Plant

:n line with the new Economic 2ecovery Prngramme, which emphasizes excort
promotion based on iocal resources, INDEC) beiieves that the available talc
deposits and processing base zive scupe for attaining these two gzoals.

in order to .ichieve this, however, additional investment is necessary to mine
and process the talc to export juality levels, particularly with regard to
cocsmetic zrade talc. Consequentiy, there is need for a feasibiiitv study to
determine the market demand, plant capacity, production processes, investment
l2vels and prices of the talc to be produced.

The terms of reference for the study are the fsllowing:

- The studv will identify the types and quality of talc »:nd its total
effective demand in the PTA, SADCC and West European markets. n this
basis the study will compute salable volumes and determine the optimum
plant capacity to satisfy this marke: demand at =2conomic prices.

- Describe the availability, quantity, quality and cost of raw materials
and inputs tc be used in the production of talc;

- Describe and justify the location of the talc-mining and -processing
plants taking into account proximity to raw materials, markets, transport
costs, and other socio-economic infrastructure;

- Select and describe the propcsed production programme, and on this basis
select and justify the technology to be employed. Determine the requisite
plants and equipment, and estimate the associated investment costs of
both civil works and plants equipment;

- Describe the operations and services required to achieve target
production, and group these activities into cost centres or functional
groupings. Select an optimum organizational structure;

- Translate the operational and service activities into requisite skills
and manning levels;

- Determine and provide a programme of project implementation and supply a
time-related budget;

- The study will calculate the total investment of the project in both
foreign and local costs, compute the total production costs and generate
pro forma financial statements including profit and loss accounts,
balance sheets, cash flows, etc.

In conclusion, the study will demonstrate to :NDECO the feasibility .f :he
project and recommend any appropriate course of action. INDECO requires the
necessary financial assistance to carry out the feasibilty study.
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n behalf of ZINCOM, Mr. Bbenkele, Lhief Executive of the
organization, presented projects for the following firms:

{a) Apollo Steel Company Ltd.

th) MDM Engineering Company Ltd.

(c) Northland Agricultural Ltd.

A summary of these projects is given in the following:

(a) Apoilo Steel Company Ltd.:
Local manufacture of agricultural implements

Apollo Steel Company Ltd. is a whollv ‘ndigenous, private
company. It speciaiizes in mechanical engineering, construction and
manufacture of a range of steel produc:s.

The project is meant for the rehabilitation of =xisting
capacity to enhance the production of agrirultural implements and
hence does not require additional installa.ion of equipment. The
prime objective is to increase capacity utilization which now stands
at 50 per cent due to foreign exchange constraints.

The US $251,762 being requested for in form of foreign
assistance is for the importation of replacement machinery and
financing of overhead costs. The company alsc needs technical
assistance (support personnel) especially in the initial design
phase,

Prefeasibility studies have been done and the proiect has been
in progress over the last two years. The 1989/90 turnover is

. =

projected at K 5 million

(b) MDM Engineering Company Ltd.:
Expanding MDM'S engineering capacity

The company has many years of experience in the forging and
machine industry. In 1988 the turnover was K 8.7 million.

The project wishes to rehabilitate and expand the production
of, inter alia, forged spike hoes, axes, hatches, picks, shovels,
spades, hand agricultural toonls, disc ploughs, cultivators, narrows,
planters, shellers, threshers, and soil preparation equipment. The
company is seeking S $1.94 million in foreign assistance to import
machine shop and auxilliary equipment from the Republic of South
Africa, India, and the United Kingdom.
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The project aims at reducing the importation of basic
agricultural implements, creating new jobs and earning the country
roreign exchange through export of its products into the SADCC
region.

The company envisages a 33 per cent pre-tax profit, a 17 per
cent post-tax profit and a return on investment of 26 per cent.
Project pre-tzasibility studies have already been done.

(c) VNorthland Agricultural Ltd.:
Manufacturing agricultural hand tools

The company has more than ten years of =xperience in the
manufacture of agricultural equipment. [t has also tremendous
experience in the manufacture of mining equipment and has been a
regular supplier to the mining industry on the Copperbeit for over
twelve years.

The objective of the project is twofold: to rehabilitate
existing capacity; and for small-scale farming, to diversify
production into the manufacture of a wide range of agricultural hand
tools like picks, mattocks, axes, matchets, hoes, ploughs, harrows,
etc. These are presently being imported. However, estimated output
is also earmarked for export to SADCC member countries.

The total foreign assistance requested amounts to US
$1,796,000. This figure would cover costs for the importation of
machinery, tools, spare parts and critical raw materials. The
implementation has been spread over two years (1989/90) and will
create 150 new jobs.

The company has a full complement of highly qualified staff and
consequently does not require personnel reinforcement.

The assistance beeing requested will also regard expansion of
the company's inputs into the mining industry.






