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PREFACZE

This project report is a consequence of UMDU's current efforts
aimed at initiating and encouraging internationzl induscrial
co-operation at enterprise-to-enterprise level. tbviously it is a
radical but welcome departure f--m traditional international
industrial cooperation wkricl is normally chanelled tt.rougl.
governments eithter on bilateral or multilateral basis. Tte
rapidity whicl shtould ideally characterise resource flows arising
from the new UNILC initiative should extremely be instrumental in
ensuring timely economic recovery in benefieiary ThLird world

countries like Zambia,

Tte report 1s quﬁggg in five chrapters. The first chapter outlines
tr.e country!' s Btructure and organisation. This is necessary

because any international techknincal and industprial assistance flows
fLave to be contextualized within tre recizient country's political
ancd ideological framework. Like ir any co untry, economic policy
generation, promulgation and execution arc greatly reflective cf

the existing pelitical enc 1devlogical tpirlirs of CRI. (Cerse-
Clerntly, liecl ¢f epprenicilcer ¢© “te iere iy O LT e Yo
detrimental to the smootl administration of foreign assistance.
Cragcer tweo on the otier rand, gives & pel're end arelysin ¢©  che

Ll e Lol i 1T

SR | . - e e .
SCUr Tl 'l Lint ond Lor i

i
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Tre resume sumgarisecs.the otterwise long Fistery of economic
Folicy cerivation in Zambia. In a nutslrell, tle conclusion is trzt®

frer an Iritiel enprasic or the public secsor, “le Coverrrer: of

,

the repvlic ¢ Tarbile Cil) rov place:z cot.eiruiry Lirece o b
rpererae ¢ 2oon’r . the public and private seczors ate
cLianliiel ff par.res r o the woan o seel sosioonslr oo KR RO

process. Tre thiru chapter proéoffers thre existing institutional
setting for international industrial and technical cooperation,

What comes out from the chapter is that GkZ ras managec to stream-
line an< centralise tre solicitation and dispensation c¢f foreign

tecrni~a1 and industrial assistance .in thre wministry of Finance
and hational Commisssion for Levelopment ?lanning (NCLP)




At the non-governmental level, hLowever, thre zambian inctssrial
and Commercial Association i1ZiINCUOws), whic is the rational
umbrellla for Chambers of Commerce and industry and Traders
issociations is increasingly complimenting GRZ efforts

in initiating international resource in-flows.
Lastly, chap&ggéfour deals with the write-ups on the ®nternc
crises whict. / sampled for the project. As will be Seen
from thre same, the enterprises included in the study are
among the most promising and whicl. stand well placed to

benefit from international financial and capital flows. “te

project TePCTrt eles vitl. & conclusion.
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in effect, *hen, yYNIP s Suprene Sver all otner {nssjisy-
tions in Zamwbia. It fulfils its policies and guidelines
formulation zandate through an elaborate structure whizh
stretches from the section in a residential area at the

lowest scale to the Qquinguennial Party Congresss

The Annual Party National Council formulates policies

2and guidelines during the five-year intervals of the

Party Congress. The Cencral Comsittee, on the other hand,
sees to it that the policies and guidelines thusg stipulated
are implemented by executing ministries, departments, and
agencies. The Central Committee effects this mandate
through its various standing Committees.

The Central Coamittee consists of 68 aembers, 23 of whon
are full time while the rest are part time. Of the 23
full time meabers of t-e Central Coamittee 10 are Chairmen
of the Sub-Committees and Party Con:crol Coamission indi-
cated at appendixl - and 9 head provinces as Provincial
Meabers of the Central Committee. The short all is made
Up by the President of the Party and the Republic of
Zambia, the Secretary-General of the Party, the Prine

Minister, and the Secretary of State for Defence and Security,

Forty (40) of the Members of the Central Coamittee are elected
at the gquinquennial party congress while the President
appoints 27 froa among Cabinet Ministers and notable per-

sonalities in the country.

The policy execution arm of Zambia's Political Strycture

is made up of Governaent Ministries, their Departments

and Agencies. The ministries fall under the Cabinet

0Ffice which is administratively headed by the Secretary

to the Cabinet who is responsible to the Prime Minister

as head of the Government. The Central Comnittees and
Cabinet meet jointly from rtime to time as 3 means of inter-

gratiag poiicy surveillance and execution.

3/...
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CHAPTER TWO

The complexion of Zambia's Economic Poalicies have greatl]
p 3 Y

been (and continues to %e} conditioned by the country's
colonial legacy on one ~and, and the ideological and

philosophical posture of UNIP againit the same on %he grther.

Upo . the attainment of political independence in 19§64,
the economic ownership pattern was such that all the
strategic enterprises, including the copper mines, were
owned and controlled by foreign interests. Mindful of
its slender hold over the comsanding heights of the
economy, the Government used the first few years to study
the situation with a view to coming up with a package of
suitable policies to indigenise the economy. The indi-
genisation of the econoay was UNIP's long term prograsse
even well before the attainment of political independence.
In its 1962 Iandependence Manifesto, for instance, UNIP

had committed itself {though cautiously) to this objective.

The concretisation of post-independence economic policies
came with the Mulungushi Economic Reforas Mazr) of 1968
under which the State took controlling shareholdings in
25 major enterprises in all sectors of the economy. The
Nationalisation was heralded by the promulgation of the
philosophy of Humanism in 1967 whose theme was the
eventual socialisation of the econonmy. Consequently,
there emerged a2 kind of mixed economic structure in which
the private sector continued to exist alongside the para-
statal sectors. The Mining Industry was drawn into the
web of nationalisation by the Matero Economijc Reforms
(Magm ) of 1969. Under the Reforms the Government acquired

51% shareholding in the mining companies

6/....




.
2.5
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The Goverament executed the forggoing T2<2overs Throujh
its newly formed holding company, the Injustrial Develos
ment Corporatiaon {(INDECO!. Tne natiognalisation af the
aines in 1969 issued into the formation of the Zampia

. . . . C e
Industrial and Mining Corporation \“”CO)Which in turn tecate

the holding company for INDECO.

Since the Mulungushi and Matero Economic Reforms, Party
and Government fZconomic Policies had for a long time
tended towirds the expansion of the parastatal sector

as had been evidenced by the disproportionate support

for the public ~:ctor on one hand, and the lack of
ostensible institutional support for the private sector
up until the dawn of the 1980s. The underlying desire

of Government had been to deliberately build the para-
statal sector into a leading instrument for industriali-
satior and equitable distribution of wealth and resocurces

in the country.

The International O0il Shock of 1973 and the collapse of Co-
poer prices in 1974 due to sweeping recession in major
industrial countries tragically shook the foundations of
the parastatal edifice and for the first t.:me brought its
economic leadership role into question. The effects
saere particularly devastating because of the econcay's
heavy dependence on the mining industry as the principal
foreign exchange earner {92 per cent on average) the
traditional reliance on industrial countries for the
procurement of capital goods, spare parts and critical
raw materials and ultimately the capital intensive nature
of the parastatal sector. Consequently, the NCOP lamented
in its 1986 review of the econosy that:-

The lambian Economy has suffered a prolonged state

of contraction since 19765, The economic reliance

on a single commodity, copper, for its export

earnings and on jn industriel sector heavily depe-

ndent on imported inputs, has made the country highly

vulnerable to a combination of deteriorating expoert

/...




2.7 The

cti

to

prices (especially of minerals) increasing costs

of ieported raw materials... lack of budgetary
funds and foreign exchange has impaired the rain-
tenance and effective utilisation of the exsting
infrastructure developed after independence and has
led to the deterioration of social services in the
health, education and agricultural sectors .

(NcDP JANUARY, 1986:8).
following table depicts the effects of the contra-
on on copper production, revenue and its contribution

Governaent budgets between 1970 and 1983.

TABLE ONE

COPPER EARNINGS 6OVT. SHARE OF SHARE OF
(xn) REVENUE COPPER COPPER(Z)
(xn) (xm)

668 632 251 58
454 309 114 37
679 315 54 18
703 385 108 28
847 647 3137 52
479 648 59 13
705 643 12 3
bbl 699 - -
634 550 - -
1,027 595 - -
940 768 62 5
875 220 11 1
981 840 - -
959 157 62 4

Central Statistical Office, Lusaka




2.8

To manage the contraction, the Government entered into a balance

of payments adjustment programme with the I MF in 1976 which issued into
a 20% devaluation of the kwacha. Neve:theless, the measure did not
immediately stimulate demand for the country's exports due to the
persistence of the recession in major industrial consumer countries.
This led to another devaluation of the kwacha in 1978 by another

10%. Jowever, the exchange rate adjustment, almcst coincided with the
1979/80 international oil price crisis which further worsened Zambia's

external payments position as is evident from the table below.




TABE TWO : ZAWBIA'S OL INPORTS AND MET EXPORTS 1974 -1983
» U C L L b G
- VOLUMF VOLUME VOLUME ¥89°8§55V?EA" FXI URTG I AS PER-
: ‘ . k. : S). F.u.i (K'yU G A'UUL)  CLNTAGL UF L
liff ( BARRELS ) (m T&{L TUNNES) R 3 (k'400) : ) ( )
1974-75 6,197,577 807,930 46, 204 - 905,091 5.1 |
\
1975-76 6,803,789 880,605 52,828 6,624 $21,049 10.1
1976-17 65,628,665 868,578 68,800 15,850 751,850 9.2 :
1977-78 6§.079,399 798,543 68,470 300 708,016 9.1
|
1978-79 5,748,309 755,020 67,971 499 566,808 9.8 |
1979-80 5,588,735 736,182 117,239 49,268 1,090,006 10.8
1980-81 5,680,282 150, 167,202 49,967 1,023,276 16.3
1981-82 5,690,175 748,149 196,106 28,984 936,276 21,0
1982-83 L.668,446 608,225 205,365 9,259 950,456 21.6
1983-84 4,619,859 503,768 217,103 11,738 1,047,545 20.7

*SOURCE: COWMPILED FROM THE ECONONIC REPORT  NCOP 1983; 194.
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2.9 Fortunately, the devaluation was assisted by the rises
in copper prices by 44 per cent in 1379 and 3 per cent
in 1980 to ameliorate the effects of the energy crisis
which was. however, shortlived as the world entered
another round of economic recession at the end of 1980.
The net effect was drastically reduced copper earnings
and consequently the depening of the structural probless
of the various sectors in the econonmy. The inflatiaonary
effects triggered bty the 1976 and 1978 devaiuvations only
worked to push up the cost of ieported raw materials,
capital goods. tools and spares the resultant of which
was an unbearably high cost of living for the ordinary
citizen. The table below offers a gliapse of this trend.
JABLE TRREE
DORESTIC INFLATION REASURES - CONPOSITE CONSUNER INDEX®

(1975 _=_100)
YEAR CONPOSITE CORSUMER RATE OF IBFLATION

S— ] % | OVER_PREVIOUS_ YEAR

1980 203.7 12
1981 232.1 14

1982 262.56 13

1983 306.9 19.4%

1984 368.6 c0.0

1985 504.,7 37.0

1986 769.1 53.0

1987 1,110.% 5.0

1sewrce; FNDP,NCOP JAWNUARY 19894

11/...




2.12

In the eaployment sectorthe contraction of econaoxic
activity in Zambia had the net effect of reducing
formal eaploysent fros a high of 384,900 to 2 lew ef
only 363,800 in 1983. The eguivalent figure for 1988
was 351,139s. While this was happening the population
of the country continued to increase at an annual rate
of 3.6 per cent which made the national population to

swell to 7.6 sillion at the end of 1988,

In terms of intermational paysents, economic contractions
caused lZaambia to accelerate its indebtedness to bijateral
eultilateral and private creditors. from only uS§1l.8
billion in foreign debt in 1980 Zambia had by the end of 1937
accrued U5$6.0 billion in foreign debdt.

A combinmation of the above and other econosic contraction
related difficulties resulted in chronic underutilization
of installed production capacities im all manufacturing
industries across the board fros as low as 19 per cent

to 78 per cent among the most adversely affected and

soderately affected enterprises, respectively.

In a bid to improve enterprise profitability the Govern-
sent promulgated a price decontrol policy in December
1982. The decontrol, however, did not arrest the downward
trend in enterprise utilization of installed capacity

due to the high imported component of inputs. The
decontrol only succeded in aggravating the cost of

living as can be seen from table three. ihe other

reason was that the decontrol case too late and in
insufficient measure. “he Government had rigidly stuck
to the policy of price control and subsidisation as a
double-edged tool against - and for affordable
cost of living. The policy had not, however, equally
placed alid over costs of local and imported inputs

which meant that for along time enterprise product

prices drastically fell below the unit cost of producing

thenm.

12/...




.14 Faced with such constraints, the Governsent put in
place another set of economic policy T1easyres in
January 1983 with the assistance of the IMF and the
World Bank. The measures, included, interalia, the
further devaluation of the kwacha by 23 per cent.
The results of the devaluation were uniepressive. In
fact in 1984 aggregate GOP declined by a sargin of
0.35 per cent while consumer price jindeces for the low
and high incose groups incread by 20 per cent and 21 per

cent, respectively.

2.159 In the face of sustained foreign exchange constraints

" despite the devaluations, whose principal objective

had been to stisulate export earnings, the Governaent

decided to libralise interest rates and the “oreign exchange

allocative mechanism. From October 5, 1985, a foreign

exchange auctioning system was put in place. Under

the system, foreign exchange was allocated beginning

with the highest bidder until the available foreign

exchange got exhausted. The system was later altered

to ensure efficiency and accessibility. Of consequence,

however, is the fact that the auction period sa: a

drastic devaluation of the kwacha from a bottom line

of slightly over K2 to US§1 at the first auction in

‘. October 1985 to a staggering K21.01 as at April 1987,

2.16 Here again, the inability of the country to earn suffi-
cient levels of foreign exchange attenuated the mecha-
nisms impact on the econony. If anything, structural
and Government budget difficulties persisted and in
sany ca2ses worsened. In the face of mounting external
payments arrears vis-2a-vis snstricted capital inflows,
the country in 1986 recorded an overall balance of pay-
ments adeficit of X2.1 billion (FNOP,NCOP JANUARY 1989:5),
This was aside from downward trends in employment, econo-

aic and social services,

13/....




2.18

0i may 1, 1988 His Excellency, the President Or « 0
Kaunda at 2 Press Conference announced the dramatic
abandonsen: of the INF/wp Sponsored Structural Adjust-
sent Projramm: which had been subsisting since 1983,

In its place *ne President announced a new package
dubbed the Ne, Econgsmic Recovery Prograsme (NERP) whose
these was "Growth from Oun Resources", The arquaenta-
tion basically was that the package of economic progra-
mses which the Government had been putting in place with
the assistance of foreign donors and resources, including
the INF and the World Bank, had not succeeded in increa-
sing the in-flow of capital and financial resources
relative to the country's external pPaysent position

and actual resource outflows.

Anong other prescriptions the NERP entailed the :

(i) reactivation of the economy through dependence

on local human, financial and natural resources;

(ii) reorienting consumption patterns froa isports
to domestically produced goods and services, and
(iii) designition of foreign exchange as a strategic

Tesource and rationalisation of its use

In effecting the third objective, the NERP promulgated
the limitation of foreign debt servicing to 10 par cent
of net foreign exchange earnings i.e after deducting
from gross earnings operational costs of ICCH,2A (IaTTA)
Bills), ZIMOIL and Tertilizer: Imports. Secondly, the
foreign exchange allocative mechanism was
fixed at K8 - yssy. Finally, interest rates were

fixed between 15 and 20 per cent.

te/....




2.19

The NERP was finally effected in the Interia National

Development Plan (INDP, JULY, 1987 - OECEMBER 1938).

The INDP was basically intended to prepare the groung

for the <ubsequent reinstitution of rational econonaic
planning which had been disrupted when the Third National
Oevelopment Plan (TNDP 1980 -1984) was overtaken by

the implementation of the IMNF/WB Structural Adjustment
Prograsme in 1983. The results of the INDP were sixed

as scme sectors (mining, agriculture, real estate,
ranufacturing) sarginally improved while others {constru-
ction, transport and cosmunications and wholesale and

retail trade) actually recorded declines.

Faced with persistent sluggish growth rates in the
econosy, the Government turned full circle from the
policy of price controls on June 30, 1989, In a nation
wide radio and television broadcast His Excellency, the
President, Dr K D Kaunda, announced the lifting of price
controls on commodities across the board with the excep-~
tion of mealie-meal. He also announced the devaluation of
the kwacha from K10 to one US Dollar to K16 to one US
Dollar. Again the rationale was the need to dynasise
industrial production levels and to saximise export
earnings and especially the profitability of zCCwM.

These twe principal measures are part and parcel of the
provisions of the Fourth National Development Plan

(FNOP 1989 -1993) which, at the time of compiling this

report, is only six msonths old.

From the foregoing, it M2y be evident that the Government
macro-economic policy framework hagd for a long time
centered on the envisiond creation of a viable parastatal
sector which would thean act as the leader of and engine
for socio-economic growth, The economic crises of the aid

1970s and early 1980s, however, had attenuated the capecity

15/...
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of the parastatal bodies to realise this oniective.
Consequently, increasing attention has bSeen given o
the private sector as an important partner in the

process of the country's development.

This new attitude was clearly manifest at the baginning
of the 1980s when the Government began to put in place
policies designed to stimulate and dynamise the private
sector. The 1931 Small Scale Industries Development
Jrganisation (SIDQ) Act whrse objective is to promote
private sector initiatives and the 1986 Investment Act,
are a2 few cases in point in the changed institutional

perception of the private sestor.

Consequently, the Government has for the first tiame

since independence included private - ector projects in

the National Development Plan. The FNDP has committed

a whole chapter to the private sector which also includes
105 major projects spread over nearly all sectors.

Equally important is the fact that the private sector is
now regularly consulted on major socio-economic policy
issues and is represented on national economic commissions
and commsittees. The new favourable institutional approach
to the private sector is a radical departure from the
tolerance of the sector which characterised the early

years of political independence.

Viewed within the context of the new UNIDG enterprise-
to enterprise industrial cooperation initiative, one say
see that the Government is seriously comamitted to the
creation of an enabling environment in which the private
sector will benefit both from official and private
external assistance. In such an environment, it is

envisaged that the new initiative will issue into prompt

and efficient requlation and delivery of external assistance

to individual enterprises which may not have been possible
due to the long and audious negotiation process which

now characterises external assistance chanelled through
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Government bureaucracies. The ~ther azvanrtaze is

that even sTall amounts of industrial or technical
assistarce can be chanelled to an enterprise unlixe

huge official assistance prograsaes which need processing

through the Government.

CHAPTER THREE

The solicitation and negotiation for and disbursesent

of external assistance is vested in the Ministry of
Finance and National Commission for Development Planning
{NCDP). The solicitation and negotiation functions

are exclusively the mandate of the NCDP. The disburse-
aent is executed by the Mi-istry through 1ts loans and
investments section which in addition performs the

accounting role.

Other equally important institutions are the Ministry

of Foreign Affairs and the Ministry of Commerce and
Industry in as far as the autheatification of technical
assistance (eg. personnel status) and issuance of work
peraits are concerned, respectively. The Bank of Zambia
(BOZ) , which falls under the Ministry of Finance and »CDP
is also - heavily involved in external assistance
programsmes in as far as monetary exchange facilitation

is concerned.

The foregoing institutional arrangement has so far
worked guite well in the sense that the Government now

is able to keep track of capital and financial in-flovs.

At the non-governmental level, ZINCOM has gained

tremendous prominence as a conduit for husinesg 274 invest-
ment promotion. As the umbrella for eight town and

district chambers of commerce anc¢ industry and a host
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of traders associations, ZLNCOM has achieved a larje
measure of success in promoting enterprisa-to-enter-
prise industrial and technical cooperation. Far
example, 1n March of this year ZINCON played host to

a group of Japanese Businessaen and Noaen who had coae

on a business and investment sounding tour to zasbia.

In June, 1989, the Japanese trade Mission Was recipro-
cated by an Outward Trade Mission by a group of Zambian
Businessmaen who went to Japan under the leadership of
ZINCON. Another Zambian Trade Mission facilitated by
ZINCOM this year was to Portugal, Cuba and the USA. 111
the Zambian Missians in which the UNDP has actively

been involved were extresely successful.

The prominence of ZINCOM is also manifest in its election

to sit on the following Government econosic institutions:

(i) Foreign Exchange Manageant Cosmittee (FEMAC):

(1i1) Prices and Incomes Commission (PIC);
(i1i) Seall Scale Industries Development Grganisation
(s100);
(iv) Zambia Bureau of Standards (28S):
v ) Zamhia International Trade Fair {(ZITF): and
(vi) all Joint-Permanent Commissions (JPC) with other

countries.
The increasing role of ZINCOM is explained by the
Government's accomsodating approach to the private

sector as a ZINCON is thus a filter for

“whole.
policy, information from the Government to the private
business comaunity on ong.hand and for reactions and
recosmendations from the private sector to the Government
on the other. Because of its long history of private

business coordination, ZINCOM is playing this role

quite well.
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6.2

CHAPIER FOUR

The choice of enterprises for the study was delibarately

done as per the project aide memoire.

To start with three priority sub-sectors were identified
in light of the country's macro-eccnosic policy of
dynasising the agricultural and sanufacturing sectors.
The sub-sectors identified were crop production and

food processing, textiles and footwear, and engineering.

Subsequently, specific enterprises were sampled as fFollows:

A Crop Production and Food Precessing
(i) Lilyvale Farms Limited

(ii) Speciality Foods (Zambia)Limited

(i) Vimal Textiles Limited

(ii) Kasra Limited

c ENGINEERING

M O M Engineering Contractors Limited.

I ik S P =R Al A Al Y

As already noted in the introduction to this chapter,
the choice of sub-sectors was done against the back-
yround of the GRZI's new emphasis on its perceived
leading economic sectors in the economy in view of the

diminishing foreign exchange returns from the copper

mining industry,
19/...




in this regard the agricultural seccor ang i<Ts syi-

sectors have been prioritised as the most viable
alternative ts the copper mining industry. Ingeed,
GRZenvisages that the agricultural sector, given
appropriate and adequate resources, can in no time g4t
all become the bass for the development of non-copper
(non-traditional) exports. The sector has almost:
lisitless potential. This is especially true when one
considers the fact that Zambia has a total of 42 million
hectares of arable land out of which onlv 2.5 aillion are
currently under cultivation. This leaves 94 per cent of
untapped arable land. Consequently, the agriculturatl
sector only contributes 15 per cent and 10 per cent to
GDP and formal sector enployment, respectively. The
tapping of the agricultural rotential that exists 1is
also equally important in reversing the rural-urban drift
that has characterised Zambia since the attainment of

political independence in 1964.

The two enterprises which had been chosen in this regard
Lilyvale Farms Limited and Speciali“y Foods {Zambia)
Limited are among a score of extremely procising agro-

based economic ventures in the country.,

On the other hand, the manufacturing sector was included
in the study because of its observed contributions to

the economy both in employmen*t creation and GOP. On
average the manufacturing sector contributes 21} per cent
to GDP and 14 per cent to eaployment. This makes it
third most important sector after agriculu®re and mining

in terms of sectoral contributions to aggregate GDP.




However, the sector s “rezsendous potential 23 dynaa.se

and maximise its net output especially in =ns “ielz 3F

consumer goods.

1.°.5 Presently, the under utilisation of installed carcacizies
referred to earlier in Chapter Two which has been crysta-
llised by the lack of adequate foreign exchange resoLrces
to service existing machinery and to install new capacities
had led to generalised shortages of essential goods and
services in the country. It has equally issued into the
reduction of formal employment levels and thus aggravating
the uneaployaent problem now calculated at 17 per cent

. of the total labour force.

4.2.% It is against this background that GRZ continues to renew
its emphasis on the manufacturing sector. In the same
vein this study isolated the sector as being asong the
most prosising potential beneficiaries of UNIDO's new
international enterprise -to-enterprise industrial
cooperation programsae. The textile and footwear sutb-
sector was sampled in this regard. Vimal Textiles Limited,ar’

Kamra Limited

. 4.2.7 Specifically, Vimal Textiles Limited was included in the
study because of its engagement in the production of
canvas and tarpaulins which are mainly used to cover
agricultural produce {(especially grains). The enterprise
has managed to gain prominence and institutional recogni-
tion because of its forward linkage to the agricultural

sector.,

4.2.3 On the other hand, Kamra Limited is an emergent enterprise
which deals in the manufacture of leather footwear. In
just over one year of operation, Kamra Limited has acquired
local and international reputation desoite its small size.
It produces extremely good quality leather footwear which
it sells locally and exports to countries in the sub-
region. [t is envisaged that international enterprisea-

to enterprise industrial cooperation can assist to




2.2.9 Lastly, the engineering sector was also included in the sample
mainly because of its linkages to all the sectors in terms of
industrial inprt support. In an industrialising country like
Zambia the establishment of a viable and sustainable engineering
capacity can hardly ngxenghasised, In the Zambian case the
engineering capacity that had existed until of late had turned
on or related only to the copper mining industry. However, with
the Government's policy of diversifying the economy into other

. sectors, the country has in the last ten or so years seen a rapid
emergence of engineering enterprises which now administer to
industrial needs totally unrelated to the copper mining industry.
In this respect, MDM Engineering Company Limited is among the few
concerns which have acquired local and international repute in the
field of designing and manufactruing agricultural and industrial
tools and components. As will be shown in the outline the enterprise’'s

product range is very crucial to the country's agricultural sertor.
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5-0 LILYVALE FARRS LINITED _
P.0 80X 80287

KABWE, ZAMBIA
TELEPHONES : 222231 /¢4

224225

224785

TELEX: Zr8105¢0

5.1 PROFILE

5.1.1 Lilyvale Farms Limited was established in 1975 with a

paid up share capital of K500,000.00. It is a totally
‘ lambian owned enterprise and is _Strateqica]:].y located
in the Central Province of Zambia about 22 kilometers
from Kabwe, the proviccial capital. In 21l it has
4,048.6 hectares of excellent soils wvhich are suitable
for cultivation of a range of craops. Apart from one
large dam, the farm has several boreholes which yjeald
abendunt water fer both domestic and commercial uses.
It 1s also endowed with rich and extensive deposits of
dolomitic limestone whose chemical analysis has been
proved excellent for both agriculture and industrial
uses. Other infrastructure include 8 senior staff
houses, &5 workers' houses, a ware house, drying sheds,
. workshop and lime flour processing plant. It has a

total of 266 employees.

5.1.2 Currently, the farwm has 1619.4 hectares of cleared land
which is yielding various crops including maize, seed
maize, soyabeans, cotton and vegetables. On the other hand,
the farm is mining limestone which it crushes and processes
into lime flour for both agricultural and industrial uses.
Its clients for lime flour include ZCCHM, Kabwe Division,
Kapiri Glass Products Limited, Milling Companies (for
stockfeed production), major commercial faras, and a host
of industries in limbabwe and Malawi. Its capacity to
satisfy local and international demand is, however, limited
by the lack of adequate and appropriate plant machinery
for mining, crushing and processing, skilled manpower, and
foreign exc hange constraints.
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PRODUCT RAMNGE
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As nrted above, the farm has tuo production lines, it e

crops and industrial and agricultiral liae flour.

The raw materials for the production of lime flour are
sourced locally. Limestone which is the main ingredient
is mined on the fars itself. The market for lime flour
in the country is lisitless. This is especially in light
of the country's enhanced emphasis on agricuture as the
eventual base of the econonmy. Secondly, lime flour is

in high demand due to the nature of goils in Zambia smost
of which are subejct toleaching . On the other hand, the
demand for lime flour is increasing in the production of
stockfeeds by milling companies. And, of course, this

is aside from other equally pressing demands in a range of

industrial production processes in the country.

Presently, Lilyvale fares Limited is only meeting a
s®all portion of the available desand. Consequently,
with the availability of adequate machinerys crushers,
spareparts, etc and skilled management, the enterprise
within no time at all, can become an extremely viable
venture. This is the more so considering the scanty and
tenuous competition that is offered by only two comcanies
in the coutry- ( Ndola Lime Corpany Limited and
Crushed Stones Sales Limited) let alone the exparding
market offered by the Southern African Development Coor-
dination Conference (SADCC) and the Preferential Trade

Area (PTA).

It is important to nocte, however, that Lilyvale Ffarms
Limited may only rise to this challenge if (and only if)
it manages to acquire the necessary limestone mining and
crusing equipmert that it so desperately requires.
Currently, the enterprise is using very simple local
technology to mine and crush limestone. Noting the non-
availability of suitable mining and crushing machinery
and Spareparts locally, the foreign component is vitally

necessary to dynamise the operations of the enterprise
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under review. Yiewed against the vachdrop of the
generalised foreign exchange constraint which vas
alluded to in Chapter Tuo there is an urgent need for
external assistance both i. terwns of sachinery and

foreign exchange funding,

The other lime of production (crops) is just as profi-
table uhen seen in light of the country's stress on
food self-sufficiency. In this respect, it is iampor-
tant to note that Zamdia is still inm the initiation
stage in as far as commercial food production is con-
cerned. Consequently, the nation fros time to time
isports food, especially wheat. With so much arable
land and plentiful water resources, Lilyvale Faras
Limited can treeendously assist to bridge the gap

that now exists between food supply and dewmand. In
this regard, the enterprise plans to expand and diver-
sify its agricultural production activities to include
wheat and other exotic crops. Future plans also
include diversification into silk production (seri-
culture). Again the market potential for silk and

silk products is vast. Traditionally, Zaabia's textile
industry has concentrated on cotton Fabric and cotton
related materials and nylon products. All silk garments
are isported. Consequently, the establishaent of a
silk production line by Lilyvale Farmes Limited could
be a serious contribution to the country's textile

industry.

lilyvale Farms Linited is desirous of a partnership
with any willing foreig¢n enterprise. It is ready to
offer tremendous production capacities both in line
mining and crushing limestone flour production and

agricultural production.
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5.3.1

The partnership or International Indus*rial fosperatian
that is being sought include asanageaent, ‘aint ventures,
expansion of capacity, rehadilitation of existing

machinery, modernisation 6f production lines, neuw tech-

nology, training and joint sarketing.

CORRENTS

The Manageaent of tLilyvale Faras Limited are totally
cossitted to cooperate with any willing and viable
foreign enterprise both in the aining of limestone and
production of agricultural and industrial lime flour, on
one kand, and in the production of 2 wide range of

agricultural crops on the other.

The attraction of the enterprise is that it can easily be
turned into a ver*ically integracted agro-based economic
venture. The aining of lime and processing of the same
into agricultural and industrial laiwme flour could issue
into the reduction of production costs vis-a-vis high
returns. The saultifaceted uses of lime flour is an added
advantage in the sense that the enterprise can readily
diversify into other production lines like stockfeed pro-
duction, poult ry prccessings etc. . Equally important is
the extent of the farm land (4048.6 hectares), which

is vast enough to be converted to other agricultural and

industrial uses.

Having looked at the Farn's financial operations and
sanagesent I am confident that the enterprise 1s viable
and conseguently can put to good use any ircernational
industrial cooperation resosurces which a willing foreign
partner may wish to offer. I have appended hereto the
enterprise's Balance Sheet and Profit and Loss Account

as at Septeaber 30, 1988 together with its management
structure for the purposes of affording a bird's eye view

of financial operations and management organisation,



Debtors, Deposits ¢
Prepayments

Due fron
Associated Companies

Cash and Bank Balance

Creditors €& Accruals

Due to Associated Companies

Bank Overdraft

LOANS

APPENDIX ONE

2,225,620.35

760,075.40

638,524.47

345,702,148

1,360,357.04
758,070.43
--385.967:398_

2,646,395.45

500,000.00

(232,391.02

1,059,217.933




LILYVALE FARMS LImiTED PROFIT AND LOSS ACGUUNT FOR THE FERIUD

ENLING 30 SEFTERBER, 1988

Turn Over

Less:

Farming Expenses

Profit before Tax

Less: Provision for Taxation

Profit After Tax
Less: Loss B/Forward

3,985,889.51

3,726,143.00

259,746.51

259,746.51

(492,137.53)




ATFENDIXN GHRLF

ORGANISATIONAL STRUCTURE OF LILYVALE FARMS LTD
BOARD OF DIRECTORS

MANAGING DIRECTOR

FNMH\NA‘E! (AGRICLLIUFE) PRODUCTION'ENGINEER (MINING)

ADMIN QLERK
ASSISIWT FARM MANAGER ' JM
ORGP CHIEF HEAD AMNISIATIVE  MINDG CUSHING PLANT ~ MUNTENANGE  HEAD
I N | |
MECHANICS SEURITY CFFICERS mlm ml-s HASIER  PIT SFERVISRS SHIFT SPERVISRS HOIUR  DRIVERS/
] Bk I MAKER CPERATORS
ASSISDWIS SEORITY DROLERS  GENERAL GAGS &!rsrmxs

GUARLS WORKERS




6. SheCLtLiT/ FuuLs ZAMBIA) Lin.TcL

P.0O BX 22421 KI TWE ZAME A
TELEB] ONE : 214655 TELEX S PECFD Z2AS1980

S peciality Foods (ambia) Limited is a wholly Zambian owned enterprise.
It was incorporated in 1966 with an initial capital of K 800,000.00.

It is based inKitwe on the Copperbelt and currently employs 154 workers.
It has two large factories andthree built up residential . plots ip

the same city. The nature and valuation of the company's assets structure

is as follow:-




H XED XS EE

CBT

At beginning of year
&lditions at cost
Revaluation
Disposals

At 2nd of year

Cost or valuation at
30 5 eptember 1988 is
represented by:

OB T

valuation 1984
1986
1988

Depreciation

At »eginping of year
Charged Quring the year
Eliminated in respect of
Bisposals

E}iminated cn Revaluation

At end of year

Net Book value
At end of year
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The net book value of leased assets amounted to X 423,430.

With the exception of the leasdio 1d properties, furniture and fittings and certain items of plant and machinery,

the company's fixed assets were revalued at 30 S eptember 1984 by professional firms of valuers and industry

Long leasehold Plant & Machinery Motor Vehicles Furniture capital total
properties & fittings work in
Progress
2,815,168 2,084,469 1,042,501 77,905 - 6,020,043
- 731,844 1,099,950 89,309 926,746 2,827,849
5,896,167 - - - - 5,896,167
= - (71, 500) - - (71, 500)
8,711,335 2,816,313 2,050,951 167,214 926,746 14,672,559
157,335 1,260,711 1,904,951 167,214 926,746 4,416,957
- 1,555,602 146,000 - - 1,701,602
194,000 - - - - 194,600
8,360,000 - - - - 8, 360,000
8,711,335 2,816,313 2,050,951 167,214 926,746 14,672,559
45,274 620,310 348,532 11,868 - 1,025,984
56,304 529,344 527,738 25,082 - 1,138,468
a3,q07) - - (13,407
901068) - - - - (90'068)
11,510 1,149,654 862,863 36,950 - 2,060,977
=8:623.823 1.686.832 1,188,088 139,284 =226,746 12,611,382




experts on a depreciated replacement cost basis.

The revaluation of the company's long leasehold properties was carried
out at 30S eptember 1986 by recognised firms of valuers on an open

market value basis for existing use.

6.2 The company's main line of operations is food processing and pickaging.
It produces various brands of high quality confectionaries; baby
’ porridge powders, sweets, beverages, snacks and peanuts, to name but

a few. The fullproduct ragne is as follows;
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PROSUCT RANGE

CRISPS

POP iT YQURSELF
SUGARED POPCORN
CORN PUFFS
NIBELE STIX

PEANJTS
PEANUTS
PEANUT BUTTER

POWDERS
JELLIES

BAKING POWDER
CUSTARD POWDER
CORNFLOUR
BICARBONATE OF SODA
CASTOR SUGAR
ICING SUGAR
VINEGAR

HONEY

HARRICOT BEANS
MILK SHAKE

BABY PORRIDGE

BEVERAGES
TEATIME TEA
JACARANDA

WILSCNS (CONFECTIONERY)
WILSON ROLLS

WILSON SUCKERS

BUBBLE GUM

TOFFEE

FRUIT BON BONS



Most of the basic raw materials for the production of food fproducts
given in the schedule are sourced locally. These include groundnuts,
soya beans, sweet beans, bee honey, tea leaves, and corn. d owever,
the enterprise imports certain raw materials which are not locally
available, or if they are, are in insufficient quantities. The
schedule below gives what the enterprise imports in terms of raw
materials together with how much foreign exchange is spent on the

same.




CCCN

170290
110800
330410
480724
390500
040220
291611
291411
180510
284CG11
284211
350311

IMPORTS OF RAW MATERIALS

COMMODITY

LIQUID GLUCOSE
MAIZE STARCH
FOOD FLAVOURS
PACKAGING .
GUM BASE

ORIED SKIM MILK
CITRIC ACID
ACETIC ACID
COCOA POWDER

- ACID SOCIUM PYROPHOSPHATE

SODIUM BICARBONATE SQCA
GELATINE

SOURCE

RSA/EUROPE

ZIMBABWE/EUROPE

SPAIN
RSA/EURCPE

EUROPE

RSA/EUROPE

ANNUAL FOREX
REQUIREMENTS

us$ 250,000.00
240,000.00
85,000.00
25,000.00
85,000.00
230,000.00
6,000.00
8,000.00
70,000.00
45,000,00
11,000.00
__10,000.00

us$ 1,065,000.00
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6.3.2 Rcause of the huge amounts of foreign exchange that the enterprise spends

on the importation of raw materials, plans are under way to find alternative
local sources. In this regard, the enterprise would like to start producting
some of the raw matetfials it is importing now. These include glucose, corn
starch and sk.mmed milk. The constraint so far has been the lack of a
suitable foreign partner to assist with the execution of the plan.

3 pecifically, the enterprise continues to lack the foreign component of the

project, especially foreign exchange to purchase machinery and equipment.

¢.3.3 It is against this background that > peciality Foods (@ Limited would like to
enter into a joint venture or partnership with a foreign -enterprise which
will consequently help with the installation of new technology, expansion of

capacity, rehabilitation of existing machinery and manpower training.

6.3.4 On its part, S peciality Foods (2 Limited is ready to provide counterpart
financing, Currently, the enterprise has a base of qualified technical

personnel who are capable of easily adopting new technology and modern mana-
gement skills.

6.3.5 In terms of future plans, Specility Foods & Limited wishes to diversify into

the production of various types of biscuits, cookies, chocolates, ice creams,

breakfast cereals, jams, and marmalades.

6.3.6 Speciality Foods @ Limited presently mainly competes with Lyons Rooke Mond
(@ Limited, Copper Harvest (? Limited, Sunrise Hscuits (@ Limited, K awambwa
Tea Company Limited, and twreakfast Foods (@ Limited, Nevertheless, despite
this competition the enterprise faces no difficulties in selling its products.
I ts annual turnover is in the neighbourhood of X54 million. This is
expected to drastically increase in the face of the new GRZ policy of price

decontrols and devaluation of the gwacha.

The profit and poss account for the year ended S eptember 30, 1988, the Balance
Sheet for the same period and Management S tructure of the enterprise are

appended hereto as indeces of financial operations and management organisation.




APPENIX X ONE
SPECIALITY FOODS (ZAMBIA) LIMITED

PROFIT AND LOSS ACCOUNT
FOR THE YEAR ENDED 30 SEPTEMBER 1988

NOTES Year ended 6 months to

30.9.88 30.9.87
Turnover K29,885,847 K 9,116,760
Profit before taxation 2 K1,843,435 K 416,494
Taxation 3 (893,281) (254,602)
Profit after taxation 7 950,154 161,892
Proposed dividend 600,000 -
Retained profit for the period 11 K 350,154 K 161,892




APPENII X T IO

SPECIALITY POODS (ZAMBIA) LIMITED

BALANCE SHEET AT 30 SEPTEMBER 1988

30.9.88 30.9.87
PIXED ASSETS K12,611,582 K4,994,059
CURRENT ASSETS
Stocks > 6,150,782 3,227,807
Debtors 6,718,917 5,716,546
Cash 2,164,537 10,317

15,034,236 8,954,670
CURRENT LIABILITIES
Creditors 10,126,492 5,739,192
Dividend proposed 600,000 -
Taxation 914,998 397,317
Bank overdraft 2,658,748 1,059,634

14,300,238 7,196,143
NET CURRENT ASSETS 733,998 1,758,527

Kl3.345,580 K6,752,986

Pinanced by:
Share capital K 800,000 K 800,000
Reserves 12,288,975 5,952,586
SHAREHOLDERS' INTEREST 13,088,975 6,752,586
LEASES 256,605 -

Kl3.345,580 K6,752,280




APPENIY X TIREE
- SPECIA_ITY FOODS (Z) LIMITED

CoMPANY STRUCTLURE

eXECUTIVE CHAIRMAN

SENERAL MANAGER .

] |

TECHNICAL PRODUCTION ENGINEERING MARKETING CHIEF

MANAGER MANAGER MANAGER MANAGER ACCOUNTANT
LABORATORY Siééﬁlﬁ?én PLANT MARKETING  COST/FINANCIAL PERSONNEL
TECHNOLOGIST At 1N engIneen ANALYST ACCOUNTANT OFFICER

SUPPORTING STAFF AND OTHER OPERATIVES
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6. COMMENTS

[ In._ommenting on the operations of 5Speciality Fcods ){Z) Limited,
it is important to appreciate the fact tkat the development of &2ZI'iZ-
uvlivre, let alone food processing, are in their elementary
stages. Consequently, tremendous amounts of agricultural products
go to waste. Obviously, this should not have been the case if Zambia
had the capacity to process and preserve agricultural products to the

extent that is desirable.

6« .2 The efforts of Speciality Foods (2 Limited at processing and
preserving agricultural products, together with those of its few
. competitors, fall far below the desirable national capacii,. .ir a
highly urbanised gountry like Zambia @3 per cent), it is socially
important that there exists a veritable food processing base to

match the rising demand for pre-processed foodstuffs.

6...3 Viewed against the foregoing remarks one may see that the request
by 3 peciality Foods (@ Limited for international industrial
cooperation/assistance - should be accorded the attention that it
deserves. The running theme in this report is that the Zambian

consumer market for nearly all products remains far from being

satisfied.




YIRAL TEXTILES LIRITED

P.0 680Xx 31488

LUSAKA, ZAMBIA.

TELEPHONES : 218826
216487

PROFILE:

Visal Textiles Limited was constituted in 1874 with a
share capital of X9 aillion. Currently, it has a labour

force of 92. Its property includse.

a. Presises:
(i) Own plot at Stand No. 5257 Mukwa Road, Lusaka.
The extent of the plot is approximately two
hectares. On the premise is a large factory
which houses weaving and finishin, machines for

canv~s tarpaulinsS 304 bed sheets, and

{(ii) Rented premise at Stand No. 2384, Longolongo
Road, Lusaka. The premise contains offices
and stitching and eyeletting machines for

tarpaulins.

(i) 32 Picanol Weaving Loonms;

(ii) 2 Sectional Warping Machines;
(iii) & Pirn Winders with 32 spindles;
(iv) I Cone-to-cone winder;
{v) 1 Assembly winder;
(vi) I Two-for-one twisting machine:
(vii) 1 Yarn Dyeing Plant;
(viii) 3 Dyeing Jiggers;
{ix) 1 Padding Machines;
(x} 2 Cylinder ODyers;:
{xi} 1 Jet Dyeing Machine; and

(xii) 1 Stenter.



(]
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7.2 Predect Range

7.2.° Vimal Textiles Limited manufactures C20V23 |, a3ter~ial, zarpaulins
and bed sheets. Annual turn-over froa the sale of the produccs
azounts to well over X668 million. Presently, i1z does nox
export any of its products because of the rapidly increasing
local desmand. The firm's annual imported ravw material needs are

as follows:

RAW MATERIALS CCCN NO. FOREIGN EXCHANGE

REQUIRERENTS (usSes)

Dyes, water proofing
chemicals 32,05.90 875,000

Polyster yarn (man-

nade) 51.01.00 500,000

erers parse on

venvins cavipnent aran oo
@ e e oove

o evsee
p22 o sareeses o interastionsl insvrtrial cosperation, vinal

Textiles Limited would like assistance in its plans to expand

its capacity to produce canvas material and tarpaulins. this
is precisely because of the increasingnational demand for
canvas and tarpaulins to cover agricultural produce (especially

maize) during the rainy season.

In this respect, the enterprise would lixe to install new
canvas weaving and waterproofing capacity. Equally important
is the need to increase the production of tarpaulins. In view
of the lack of the necessary maachinery and spare parts on the

local market, let alone the persistent nation wide foreign




7.3

7.4

7.6

7.6.1

7.6.2

exchange constraint, Vimal Textiles Limited will greatly benefit from

international industiral assistance.

The market potential is vast. For instance, the country presently needs
well over 16000 tarpaulins and canvas tents annually. Of this Vimal
Textiles Limited supplies only 4,000 leaving a shortfall of over 12,000
which is made good by imports. Given adequate and appropriate plant machi-
nery and spareparts the enterprise has potential to satisfy national demand

for canvas material and tarpaulins.

In terms of the local market, Vimal Textiles Limited faces no competitors
in as far as actual prodection of the two products is concerned, Bonar
Ccanvas Limited and Gourock Rope (A Limited only deal in imported water-

proof canvas and tarpaulins.

In view of the above, the enterprise is looking for international industrial
assistance in expanding its canvas and tarpauling production capacities and
rehabilitation ~nd modernisation of its existing machinery, some of which

has been in operation for over 20 years.

The 1988 Hlance sheet and Profit and Loss Account together with the Mana-

gement S tructure are appended hereto.

COMMENTS

The canvas and tarpaulin ;production sections of Vimal Textiles Limited
are crucially important when seen against the backdrop of Zambia's policy
to inten sively diversify its economy from copper mining and sale into

agriculture.

Already, this institutional policy stress has borne tremendous fruits over
the past few years. Maize grain output, for instance, had increased from
insignificant levels in the 1970's to an impressive figure of 15 million X
90kilogramme bags by the end of the 1987/88 planting season. Neverthelesc,
despite this phenomenal increase, the nation has not as yet come round to
putting in place permanent grain storage facilities. Consequently, huge
amounts of maize grain get soaked and go to waste every vear. Obviously,
this would not have been if Vimal Textiles Limited were assisted with the
procurement of the necessary equipment and machinery that it requires to

step up its waterprooof canvas and tarpaulin production capacity. As




w
<

already indicated, the enterprise only produces less than 25 per cent of total
national demand. It is its connection to the agricultural sect:zr that makes Vimal

Textiles Limited an attractive economic proposition even in the eves of the

Government.




APPERDIX ONE

VINAL TEXTILES LINITED BALANCE SHEET AS AT 31ST DECERBER, 1988.

IS €11 S §:1- LA
K X K L§
ASSETS EMPLOYED
FIXED ASSETS 3 138 538 2 914 215
CURRENT ASSETS
'. Stocks £ ¥Work jn
Progress 8 295 5S4l 2 951 613
Debtors & Prepay-
aents 3 097 265 2 245 767
Cash &€ B8ank Bala-
nce 3 056 483 251 1381
14 449 289 S 448 S61
LESS:
CURRENT LIASBILITIES
Creditors &
Accruals 3 920 070 3 825 555
" Bank Overdraft 1 894 150 88 348
Taxation 2 712 670 307 951
Insecured Loan - 200 000
8 526 890 b 421 B854
CURRENT ASSETS . 5 922 399 1 026 707
97080 937 37940 922
FINANCE O BY:
SHARE CAPITAL 3 900 000 1 925 000
BESERVES 5.160_937 2.015_922
3HARE{ OLDERS ' FUNIB § 160 937 3 960 922
DIRECTORS

— e e -

§7660°337 I73L07927




“OPENDIX TVWO

YIAAL TEXTILES LINITED PROFIT ANOD LOSS ACCOUNTY FOR THE YEAR ENOED

31ST DECENBER, 1988

1388 1387 _

K K
TURNOVER 12_11e 581 3 974 819

® OPERATING PROFIT FOR THE YEAR 8 180 555 2 252 646

INTEREST PAYABLE ( 222 670) ( 178 686)
TATATION (3 437 870) ( 307 951)
RETAINED PROFIT FOR THE YEAR .5 120 01S 1 766 009
SYATERERT OF WOVERERT IR RESERYES

1988 1987

X X
RESERVES AT | JANUARY 198 2 015 922 269 913
ALLOTMENT OF BONUS SHARES (1 975 000) -

.
h J

RETAINED PROFIT FOR THE YEAR ~° "% 120 015 1 766 009
RESERVES AT 31 DECEMBER 1988 5 160 917 2 015 922




APPENDIX THREE

BOARD OF DIRECTORS

GENERAL RANAGER (DIRECTOR)

HIEF ACCOURTANTY WORKS RANAGER ADRINIBTRAION RNANAGER

!, - : .

: ; [ |
SENIOR SENIOR HEAVING NEAVING
ACCOUNTANT ACCOUNTANT TECRHRI - TECHRICIARN

CIAR
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8.0 KARRA LINITED

P.0 80X 33805

LUSAKA, RZANMBIA TELEPHONES : 211047
217353
TOLEX: IA4199%
PROFILE.

XKasra Limited is a leather products manufacturing concern. It

vwas established in 3988 with a share capital base of XK500,000.00.
It is wholly owned by Zaambian ationals and employs a labour

force of 100 among whom is an expatriate production manager. The
enterprise has 1ts own factory, an unexploited plot and residential
property which are all in Lusaka. Currently, expected annual
turnover,is K7.5 maillioen. The management structrure of the
enterprise is attached at the appendix. Glimpses of the latest
financial annual report could not be procured as the enterprise

only began operations at the beginning of 1988.

PRODUCT RANGE

The company produces gents', ladies' and children's shoes. Sales
asount to K7 million and 4S $30°000 locally and abroad, respec-
tively. To produce the said products, the enterprise imports

the “ollowing:-

RAW RATERIAL SITC NO. ANNUAL FOREIGN EX-
CHANGE REQUIREMENTS
SRR+ SIS 3 S
UNIT SOLES INSOLE 660510 180,0000

BOARDS & STIFFENERS

PVC & PU MATERIAL

AND GLUE 411000 50,000
TOTAL - 230,0000
NB : Processed leather is sourcen .- -11lly at a cost of

K1.5 Million
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of plasztic shoes Wwha- -he three snte prises 3ro0luce. nhowever, .,
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&l
n
[=8
n
]
v
"~
w
(=]
-
=
a
o
3
(n
LY
E 4
x
o
hl
o
0
T
n
b1
1]
»
]
L )

¢ Europe and -he Un:
~eady markecs. iz is enviczaged :thaz -he exporta:ion of uppers
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having -eady foreign exchange -esources
equ:pnen- and sparepa“=ts. Currently, ope-aczion
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8.3.1 The prcposed lea-her shoe upper and sole produc:ion uni by
Kam~a L.m.ted s an ex--emely wvwiable p-ocposizion .n view of
~he coun-ry s r~ising demand for foo-wear. The limicted produ

c-ion capacizy of Kamra Limized and -haz of :
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‘Ba-a Shoe Conpany Linm: d. Copperbel: Shee Conpany Limiced,
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an? Tuwinkle Shoes Limited: con:inues %o 5e a source of conce-n

of a rapidly rising popula-ion.
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Presenzly, the difference be-yeen nazional cdewmana ana supaoly
is being wmade good Sy impo-c:s. This 1s achievez 37 --e-verazys
fo-eign exchange cos-:. In view of :-he nationaizs fg e 30
exchange cons:zrain:, inzerna-ional indus-zrial assis-ance -o
fam-a Limited aioed at Inc-easing .-s procduc-ign capac.-y will

consequently helip -he councry -0 cu: dowun on -he level of fo-e.gn

exchange <that t finished leathe fooc-wear.
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Secondly, :*he readily avialable ~aw h.de -esou-~ces 1S ano-he-
va~table in favour of -he propcsiton by Kamra Limlzed. The
country has an eszinma-ed 2.6 z:llion caztle populaczion. Ou:z of
this 80 per cen: are in :he hands of -raditional farme s who
no-mally leave hides to decay after slaughtering -heir animals.

The situazion is. however, changing in light of the increasing

[ad
-~
[y
3
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tannery capaci country. [ 1s envisaged that in -he near
future there will be a plent:ful supply of processed qualicty

hed

“w

leather for final processing into semi-Finished and fin:
footwear produrn:s. This analysis is pre~ sed on -he nuamber of

companies which are venzuring inzo the talnery business.

>

As already indicazed *he marke- for su-plus leather uppers and

IR

e

soles is readily abundan- in the USA and Europe. the rela-ively
low produccion cos<s will obviously make -he proposed ven:ure

lucra-ive.

The management of Kamra Limited are eagerly looking forward -0
en-ering in-o0o a mutual inte-nazional indust :al coopera ion
agreemen- . My analysis is -hat given the desired inzerna-ional
cooperaction the encerprise can become an excremely viable venzure.

In -his regard, Kamra Limited has an added advantage in the sense

1

that it has experience .n wo-king with inzernational 3-aff (-he

ente-prise has an expazria*e P-ogduc*ion Manager in .ts .emplqy)'




A PENDLIX

/ amrqh‘

d

A, W ISTRATCR

1

SECURTTY

~
PRESENT ORGANIZATION STRUCTURE AND INFORMATION FLLOW
.. R
MANAGING
DIRECTOUR
: ~ SECRETARY
i ; .
AT LT TorLITION
l i [ MANAGER J
SECRETARY ] AJ
i ]
b —————————
ATCCLNTD JLERk CLTALER
CAZ-~::% CFPIZE CpLE?
. . MAINTENANCE | | MARKET ING «| STCRES OFFICE
. TECHNIC AN CFFICER
- STORES
WCRKER
JCLTTING SECTICN]  [PPER FREFARAT{ STITCHING LAST ING SECTTCN FINISHINGSECTIC
S.TIRUISTR ON. SECTION SECTICON SUPERVISCR
HPERVISCR SUPERVISOR SUPERVIS(R
FACTCRY FACT(RY FACTLRY FACTCRY
4IRKERS LCRFKERS WCRKERS WORKERS

) _,.ﬂ._..__,__'_'




3.0

9.2

9.3.1

9.3.2

mLm FRGINFERILG ComFALL 4imiTEL

P.O BOX 21997 Xitwe, ZANKBIA.
TELEBiONE: 214888/214569/214126/214938

TELEGRAM : “EMII EM:
TELEX: Za52034
I3 (O P

" MDM- Engineering Company Limited is a designer and manufacturer of

various types and models of steel products. The enterprise was
established in 1959 and the present paid up share capital is K2
million, and is wholly owned by Zambians, In 30 years of operation
the enterprise has gained experience and engineering know-how which

make it ~o be among the most refined engineering concerns in

" the country. Buildings and installations include one forging shop,

one machine shop, office block and a big warehouse, The enterprise
currently employs 100 people among whom are design engineers,

artisans and qualified administrators.

The company:produces harrows, ploughs, cultivators, planters, fastners
and general forgings. Local sales of these agricultural and industrial
products give the enterprise an annual turn-over of well over

X9 million. However, the enterprise is potentially able to achieve
turnovers ten times this level if it were afforded the necessary
resource levels in terms of foreign exchange to import machinery,
equirment, and 3pareparts to service the same. Moreover, some of the
existing capacity cannot be fully utilised due to the foreign

exchange constraint. The foreign exchgpnge constraint.is particularly
severe in light of the fact that the country has not yet managed to
develop and establish a raw steel production capacity. Consequently,
the enterprise imports all its steel requirements or buy the same

from local importers. ~

¥Aw WATERIALS

At the time of the study the enterprise was spending 5 $1.1 million to

import various grades of steel, steel pipes, bolts and nuts fiv

In getting around the current production difficulties, the enterprise
would like to have international cooperation assistance in the
rehabilitation and modernisation of plant machinery with a view to

increasing its production




9.2.3

9.4.2

of agricultural tools and implements and a range of industrial spares. In
this respect MDM Engineering Ccmpany Limited is looking for international
partners who can either enter into joint ventures with it or supply it with
new and modern technology. The enterprise is willing to offer its land

and buildings, existing assets and manpower resources for the purpose of

international industrial cooperation.

Lccally, the enterprise does not face any serious market competition.
Currently, only Northland Engineering Limited is producing ploughs, culti-
vators and harrows. Don Engineering Limited, Demar Limited, Copperbelt
Metals limited and a few other enterprises only import and sale these
implements. Consequently, one may see that the market for agricultural

tcols and implements is far from being satisfied.

In terms of financial operations the enterprise is comparatively above
board as may be seen from appendix one. The relative profitability of the
company is backed by a wide base of fixed assets (c.f. Appendix three) .

The management structure of the enterprise is attached at appendix four.
COMMENTIS

MDM Engineering Company Limited indeed offers a lot of potential for willing
international partners. Viewed against the backdrop of its long track record
in engineering, the enterprise will have no difficulties in absorbing new
technology. Equally important is the offer of assets (land, buildings, etc)
to intending cooperation partners by the enterprise. It is envisaged that
the offer will provide a propitious environment for a meaningful transfer

of science and technology. On the other hand, the product market is

almost limitless.

This analysis is premised on the fact that most of the agricultural activity
in the country is cartied on by rural based peasant farmers. These account
for 60 percent of the marketed maize output in the country. As a staple
food, maize production enjoys priority status in the eyes of the Government.
dowever, the peasant producers use only hoes and axes to produce maize

and other agricultural ow put. The current system of cultivation is extre-

1ely inefficient and the peasants account for such a high proportion of
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marketed maize ow put only because of their numbers relative to the
size of the Commercial sector. The policy of GRZ is to dynamise
peasnant agricultural production through producer price incentives
and more importantly through the provision of affordable, suitable
and easy to use hand-operated agricultural tools and implements
{ploughs, harrows, planters, etcd . It is important to note that
this is the line of production in which MDM Engineering Company

Limited wishes international industiial assistance.

9.4.3 As already indi:ated, the market potential is vast. Apart from peasent
farmers who desparately need ploughs, harrows, planters, etc, MDM

Engineering Company Limited has a broad based clientele among the

many agricuttural youth schemes which GRZ has established in all the

nine provinces of the country. Any further investments will, therefore,
be worthwhile.




APPENLCIA UNE

THE D& ENGINFERING CO#PAMY LINITED PROFIT AND LUSS
ACCOUNT FOR THE YEAR EMNDED 31ST sARCH, 1988.

1988 1987
K K
Turnover 8,743,781 3,742,006
Profit before Taxation 340,888 307, 340
Taxation 82,000 104, 398
Betained Profit for thre
Tear __258,888 202,532 _

STATEMENT COF RUVEMENT iMN RESERVES

Reserves at 1st April, 1987 1,759,323 998, 791
Capitalisation Issue {1, 000,000
Surplus ‘on valuation - 558,000

Retained Profit for the year 258,888 202,532

Reserves at 31st March 1988 _1,018,211 1,789,323 .




APDPENIT X TD

mDh ENGINEERING CCMPANY LImiTED BALANCE SecET -31MARCH, 1983

Fwpployment (f Capital

‘Fixed Assets

-investrent in fdllow-erbsidiaries

Ctirrent
Liabilities
3 tock
Debtors

S ubsidiary Company
Bank Balances and Cash

ket current Liabilities

Creditors
Holding gnd Fellow Subsidiary
companies

mnk Overdraft

Taxation

hNet current Liabilities

vapital emplayed

-Srare capitel

keserves

1988 1987
K ke
2,790, 782 1,946,854
36,000 36,000
2,752,284 2,475,576
2,206,649 994,601
- 449,259
370,213 . 2,459
5,329,146 3,921,895
1,615,872 2,087,363
2,889,845 1,243,580
988,737 213,220
143,263 191,263
5,637,717 3,645,426
( 308,571) 276, 469
2,318,211 2,233,323
1,500,000 500,000
1,018,211 1,759,323
2519 /211 2,259,323
2,518,211 2,259,323




APPENI Xy opp

THE ML Ei.CINEERING CUMPAN:Y LImiTED

FIALL ASEETS

Summary .Leasehold and Plant & Furniture & Motor
& Rmildings Machinery Fittings Vehicles
X K X < X

Cost or Valuation
AS AT 1 AFRLIL 1378

CCST. - 191,085 116,986 395,536 704,207
Valnation {1983) - 180,100 - - 180, 10G
WLy 1,405,000 - - - 1,405,000
1,405,000 371,185 116,986 395,936 2,289,107
Additions 231,165 735,158 22,248 256,554 1,225,125
Disposals - - 6,200 (185,300 ) 191,500
At 31 March 1988
Cost 231,165 926,243 133,034 467,190 1,757,632
Valuation (@1983) - 180,100 - - 180,10C
1e87 1,405,000 - - - 1,405,00¢
1,636,165 1,106,343 133,034 467,190 3,342,732
begreciation
At 1 April 1987 - 138,017 80,299 123,937 342,253
Crharge for the year - 138,293 29,461 89,310 257,064
Disposals - - 2,067) 45, 300 . 47,36"
At 31 March 1988 - 276,310 107,633 167,947 551,9¢
et Book Value :
At 31 March 1988 1,636,165 830,033 25,341 299,243 2,790, 7¢

At 31 March 1987 1,405,000 233,168 36,687 271,999 1,946,85:¢
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MO ENGINEERING CuUinkAn Y LImITED MANAC'MENT STRUCTUKL

GENERAL MANAGER
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10.0

The project survey confirmed oneof the most citec
problems in Zambia, 1i.e, ttat enterprises in various
economic sectors are operating under installed capacicties.
In all cases, this has been caused by persistent lack of
rforeign exchange to import critical raw raterials on
one rand, and spareparts to SerVice maclinery, on tlre
other. Obviously, at thLe root of tLe difficulties are
are the declining fortunes of copper which Lad for a long
time been sustaining other sectors in the econamy.
Conseguently, the level of supply of basic needs and
social services has drastically declined. in its efforts
to redress the situation, GRZ hLas been putting in place
reroic economic policies and measures the success rate

of whicl is chequere¢ due to budget and other resource

constraints.

It is in 1ight of the foregoing that international indu-
strial assistance to individual enterprises in Zambia

would contribute greatly to ameliorating thre fcreign
exchange bottleneck whicl is being experienced now. The
enterprises surveyed are more than willing to enter into
mutual economic partnerships witlh their counterparts in tlre

industrial world.





