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SPEECH TO BE DELIVERED BY THE HON. CABINET
MINISTER OF COMMERCE AND INDUSTRY HON. R.

¥. CHONGO, MCC, MP AT THE OFFICIAL OPENING

OF THE NATIONAL WORKSHOP ON INDUSTRIAL STRATEGY

MR. CHAIRHMAN,

YOUR EXCELLENCY THE UNDP RESIDENT REPRESENTATIVE,
THE DIRECTOR UNIDO,

THE CHAIRMAN ZACCI,

DISTINGUISHED GUESTS,

PARTICIPANTS,

LADIES AND GENTLEHEN,

IT IS Y GREAT PLEASURE 71 DBE ASSOCIATED WITH TODAY'S
OFFICIAL OPENING OF THE MATIONAL WORKSHOP ON INDUCTRIAL
STRATEGY. AS HOST OF US MUST BE AHARE, THE PERFJIRMANCE OF
THE MANUFACTURING SECTOR #ILL TC A LARGE EXTENT DTTERMINE
HOW SUCCESSFUL QUR EFFORTS WIL. BE IN RESTRUCTURING OUR
CCoNony.

1MR. CHAIRHMAN, MAY YOU THEREFORE ALLOW ME TO OUTLIME THE
HISTCRICAL CHARACTERISTICS OF THE HMANUFACTURING SECTOR IN
ZAWBIA.




AT INDEPENDENCE THE CONTRIBUTION OF THE MANUFACTURING SECTOR
T0 ZAMBIA'S GROSS DOMESTIC PRODUCT (GDP) WAS A MERE SEVEN PER CENT
(7%).

AFTER INDEPENDENCE, THE MANUFACTURING SECTOR EXPANDED RAPIDLY.
THERE WERE SEVERAL FACTORS THAT STIMULATED THE RAPID EXPANSION OF ‘*
THE MANUFACTURING SECTOR:-

(i) THE DECLARATION OF UDI, IN RHODESIA IN 1965 BROUGHT
A NEW SENSE GF URGENCY TO THE DEVELOPMENT OF LOCAL
MANUFACTURING CAPACITY.

(ii) THE HIGH COPPCR PRICES OF THE 1960'S ENABLED GOVERN-
MEMT TO EXPAND INVESTHENT IN THE MANUFACTURING SECTOR.

(iii) AS WAGES AND SALARIES ROSE IN ALL SECTORS, DEMAND FOR
CONSUMER GNODS EXPANDED, THIS DEMAND PUSHED FURTHER
INVESTHENTS INTQ THE SECTOR.

COMRADE CHAIRMAN, DESPITE THIS RAPID GROWTH IN MANUFACTURING
SECTOR, A CLOSE EXAMINATION REVEALED SEVERAL UNDESIRASLE FEATURES

0F THE SECTOR:-~
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(i) IT BECAME INCREASINGLY DEPENDENT ON IMPORTED MACHINERY,
SPARE PARTS AND RAY MATERTALS.

' (ii) LOCAL VALUE - ADDED ACTUALLY DECLINED FROM HALF TO
A THIRD OF THE GROSS DUTPUT OF MANUFACTURING INDUSTRY

(iii) ZAMBIA'S POST-INDEPENDENCE MANUFACTURING INDUSTRY
DEVELOPED AS A CONSUMER OF THE PRODUCTS OF THE METRO-
POLITAN ECONOMY OF EUROPE. THERE WAS LITTLE OR NO
LINKAGES WITH THE DOMESTIC ECONOMY.

AS A RESULT OF THESE FACTORS, COMRADE CHAIRMAN, ZAMBIA'S
ECONOMY BECAME EXTREMELY DEPENDENT ON INTERNATIONAL TRADE.
EXPORTS AND iMPORTS CONTRIBUTED UP TG 48 PER CENT OF REAL GROSS
DOMESTIC PRODUCTS (GDP)

AS A RESULT OF AND IN ADDITION TO THE PROBLEMS MENTIONED
ABOVE NEW PROSLEMS HAVE DEVELOPED. THE CURRENT PROBLEMS, COMRAD
CHAIRMAN, INCLUDE: UNDER UTILIZATION OF INSTALLED CAPACITIES;
THE HIGH COST OF INMDUSTRIAL RAW MATERIALS; INADEQUATE PHYSICAL
INSTITUTIONAL IMFRASTRUCTURE; INSUFFICIENT SKILLED MANPOWER,
ESPECIALLY TECHNOLOGICAL CAPABILITIES; LIMITED FIMANCIAL RESOURC
AND HIGH DEPENDENCE ON THE EXPORT OF SINGLE COMMODITY NAWELY
COPPER, TIIIS SITUATION COMRADE CHAIRNAN, COUPLED WITH THE LACK ©
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REQUISTE HINIMUM INDUSTRIAL BASE, MACE THE COUNTRY MORE
SUSCEPTIBLE TG CHANGES IN THE INTERNATIONAL ECONOMIC ENVIRON-
MENT.

IT IS AGAINST THE ABOVE BACKGROUND COMRADE CHAIRMAN,
THAT THE UNITED NATIONS INDUSTRIAL DEVELQOPMENT ORGANISATION
(UNIDG) iIN CONJUCTION WITH THE GOVERNMENT OF THE REPUBLIC OF
ZAMBIA HAVE ORGANIZED THIS IMPORTANT JORKSHOP ON INDUSTRIAL
STRATEGIES AND POLICIES. EXPERTS WHO WILL BE PRESENTING PAPERS
AS WELL AS THE PARTICIPANTS TQ THE MORKSHOP HAVE BEEN DRAWN FROM
A WIDE CROSS-SECTION OF THE ECONOMY.

FOR EXAMPLE, WE HAVE EXPERTS FROM : NATIONAL COMMISSION FOR
DEVELOPHMENT PLANNING (NCDP), UNIVERSITY OF ZAMBIA (UNZA),
INDUSTRIAL DEVELOPMENT CORPORATION (INDECO), ZAMBIA INDUSTRIAL
AND MINING CORPORATION (ZIMCO), ZAMBIA CONSOLIDATED COPPER MINES
LTD (zcCctt), BANK OF ZAMBIA (B0Z), TECHNOLOGY DEVELOPMENT AND
ADVISORY UNIT (TDAU), ZAMBIA CONFEDERATION OF INDUSTRIES AND
CHAMBERS OF COMMERCE, UNIDO, TO MENTION BUT A FEW.
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I THEREFORC, URGE THE HORKS!IOP, COMRADE CHATRMAN TO FOCUS
ATTENTION ON:-

(i) ASSESSING THE NATIONAL INDUSTRIAL OBJECTIVES AND
PRIORITIES.

(ii) IDENTIFYING MEASURES FOR ADJUSTING OR REFORMULATING

THE INDUSTRIALIZATION STRATEGIES AND POLICIES IN
ACTHRUAMCE  WITH (d).

(iii) LAYING THE GROUMD HWORX FOR THE PREPARATION OF AN
IMNDUSTRTAL MASTER PLAN HWHICH ROULD PROVIDE THE
FRANE HORY FOR TilE JOPLEWMENTATION OF THE GOVERNMENT'S
INDUSTRIALIZATION PREGRAMHE.

(iv) IDENTIFYING HAYS AND KEARS OF ENSURING THE OPTIMUI
CONTRIDBUTION OF THE EXTSTING INSTITUTIONS IN TiE
INDUSTRIALIZATIOM PRGCESS.

COMRADE CHAIRMAN, LET #E NOW CONE TO DATA COLLECTION AND
MANITORING. THE PREZPARATION, EVALUATION AND MOMITORIMG OF
INDUSTRIAL PERFORMAMCE IS AM ESSENTIAL ACTIVITY OBOTH FOR
PUBLIC AMND PRIVATE SECTCR IMVESTHEMNT. IWRDUSTRIAL NONITORING
ACTIVITIES HAVL BEEN AN AREA RF RATHIR SLOM DCYELOPHMENT IN
THE COUNTRY.




CHAPTER THIRTY {30) OF THE FOURTH NATIONAL DEVELOPMENT
PLAN (FNDP) ADDRESSES THE ISSUE OF MONITORINC AS AN IMPORTANT
100L IN THE REALIZATION OF TIIE 0SJECTIVES OF THE PLAN (FNDP).

THERE ARE ADDITIONAL ADVANTAGES OF PROJECT MONITORING AND
EVALUATION SYSTENMS:-

(i) FOR EXAKPLE; TO HELP ENSURE CLOSE SUPERVISION OF
PROJECT IMPLEMENTATION BY MONITORING PROGRESS
DURING THE PROJECT LIFE.

(ii) IT ATTEMPTS TO COMPARE PROJECT IMPLEMENTATION PLAN
AGAINST ACTUAL PCRFORMANCES.

12
S~

(ii: IT PROVIDES TIMELY FEEDBACK MECHANISH SUCH THAT TIME
LAGS AND BOTTLENECKS IN PROJECT IMPLEMENTATION ARE

IDENTIFIED EARLY ENOUGH TO ENABLE CORRECTIVE ACTION.
FINALLY, IT ENABLES THE GOVERNMENT OR DONORS TO ASSESS

THE MATERIAL NEEDS OF THE PROJECT AND HAKE PROPER FINANCIAL
ASSESSMENT.
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IT IS TAEREFORE, AN IMPORTANT TASK FOR THE WORXSHOP,
COMRADE CHAIRMAN, TO COME UP ¥WiTH A COMPREHENSIVE PROJECT
EVALUATION AND MONITORING SYSTEH.

COMRADE CHAIRMAN, ALLOW ME TO DISCUSS YET ANOTHER VERY
IHMPORTANT BUT IGNORED FACTOR IN THE ERA OF INDUSTRIALIZATION
CSPECTALLY IN DEVELOPING COUNTRIES LIKE ZAMBIA. RESEARCH AND
DEVELOPHMENT ACTIVITIES ARE ESSENTIAL NOT ONLY TO DEVELQP
APPROPRIATE TECHNOLOGY ALSO TO FIMD LWAYS AMD MEANS GF SATISFYIN
THZ REQUIRED STANDARDS.

AT PRESENT VERY LITTLE EFFORT IS HMADE TO PROMOTE INDUSTRI-
ALIZATION T{HROUGH THE ADAPTION OF EXISTING OR DEVYELOPHENT OF
NEK PREDUCTS.

CONRADE CHAIRMAM, DESPITE CLEAR GOVERNMENT POLICY
RCGARGING THE IHPORTANT ROLE OF SIMPLE SCIENTIFIC RESEARCH,
THERE 15 VERY LITTLE INVDLVEMENT BY INDUSTRY Ik RESEARCH.

THIS LACYK 0OF INVESTHINT 1IN THE NEVELOPHMENT OF DOMESTIC
SCIENTIFIC SUPPORTIVL IMSTITUTION T0 SUPPORTTIVL

PRODUCTION, DOES NOT ONLY LINTT THE ECOMOMIC USE 0OF DOMESTIC
RESOURGES OHT ALSC RESTRICTS THE ACCUMULATION OF TECHNOLOGICAL
UNOY-HOU,
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COMRADT CHALKRHAN, 1T IS IMPIRAYIVE rOR ZAHBIA TU INITIATE
A COMPREMENSIVT PROGRAIME TC PROMOTE AND ENCOURAGE THE
APPLICATION OF ART AND SCIENCE TO PRODUCTION.

COMRADE CHAIRMAN, MAY I DRAW THE ATTENTION OF THE WORKSHOP
T0 ANUTHER AREA OF CONCERN - LINKAGES. GREATER SECTORIAL LINKAGE!
ARE NECESSARY FOR THE ACHIEVEMENT OF A GROWTH - GENERATING INDUS-
TRIAL SYSTEf. EACY SECTOR SHOULD RECEIVE ITS INPUTS FROM THE
OTHER SECTORS AND SUPPLY ITS QUTPUT TO THE OTHER SLCTORS. IN SUCE
A SYSTEM. COMRADE CHAIRMAN, EVEN A SHALL INVESTHENT HAS A CONSI-
DERASLE NET OR MULTIPLIER EFFECT ON THE ENTIRE ECONOMY.

AT THE HOMEMT, ZAMBIAN ECONOMY CANNOT FULLY AVAIL ITSELF
OF SUCH A KULTIPLIER EFFECTS B3ECAUSE OF ITS LOOSE AND UN-
INTERCONNECTED NATURE OF THE ECONONY.

IT IS UP TO THE WORKSHOP, COMRADE CHAIRHAN TO HORK JUT A

COMPREHENSIVE SYSTEM MHICH WILL ACMIEVE THESE DLSIRED SOCIO-
ECONOHMIC GCALS.

[eeeenn
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LET MC CONCLUDL BY THANKING UNDP U0 WERE GUMNOROUS
ENJUGH TO SUTPORT THIS SENINAR. HE LOOX FORMARD TO EVEN
MORE CG-OPERATIOM WITH THEHM.

IT IS NO¥ MY HONOUR AND PRIVILLEGE TO DECLARE THIS
NATIONAL WORKSHOP ON INDUSTRIAL STRATEGY OFFICIALLY OPEN.

THANK YGU.




IDDA NATIONAL WORKSHOP ON INDUSTRIAL STRATEGY

Hon. Minister,
Ladies and Gentlemen,

Distiquished Guests,

It is my pleasure to be among you on thisoccassion.

As we have limited time and also no doubt that participants
are aware of the nature of this Workshop, neverthefess let

me briefly say a few words on the Programme of the Industrial
Development Decade for Africa. As this Workshop has been
organized by UNIDO under IDDA programme jointly with Ministry
of Commerce and Industry. UNIDO has with the assistance of
Governments Q*,other countries in Africa has hosted similar

Workshops.

1. As early as 1971, the First Conference ofAfrican Ministers
of Industry adopted the "Adagls Ababa Declaration on Industrial
Development in Africa”, which reiterated the industrialization

as top priority for African economies. Realizing that unless a
major change in the strategies for economic and social development
is ushered in, the chance of a better future for their peoples
are endangered, subsequent meetings of AfricanMinisters and Heads
of States and Government deliberated more on alternate patterns
of development and living conditions in the African region. 1In
1979 the Fifth Conference of Ministers of the Economic

Commission for Africa adopted a resolution on a strategy for the
African region within the framework of the International

Development Strategy for the Third United Nations Development




Decade. A call was made at this meeting Dy the UNIDO delegate

in his general statement to declare the period 1980-1990 as the
IndustrialDevzlopment Decade for Africa, for the purpose of
focussing greater attention and evoking greater political
commitment ard financial as well as technical support, at the
national, recional and internationl levels forthe industrialization
of Africa. Ia response to the decision and deciarations of the
foregoing meetings,the Third General Conference of UNIDO at

New Delhi in February, 1980 and the O0AU Economic Summit at

Lagos later :a the year endorsed the decision to take appropriate
steps to have the years 1980-1990 declared as the Industrial

Development Lecade for Africa.

The United Nations General Assembly, responding to the
requests of the QAU and UNIDG, proclaimed, in its resolution
35/668 of 5 Cecember 1980, the period 1980-1990 &as the
Industrial Development Decade for Africa thus giving world-wide
recognitién to the Decade. This was strongly supported at the
thirty-third ordinary session for the purpose of focussing politice
commitment and financial as well as technical support, at the
national, regional and international levals . for the industrialization

of Africa.

2. Essentially, the strategy for Africa'self-sustained ind ustrial
development calls for an integrated appproach to and interdependence

of industrial and allied activities.

3. Greater sectoral linkages are necessary for the achievement of a
growth-generating industrial system because a stimulus 1n one sector,

for example, an increase in the demand for products in a given sector,




Is passed on tc the ocher sectors.

4.The objective of the Workshop is to discuss ways and reans of
promoting strategy and planning for Industrial Development of

Zambia and to address the problems. We hope that recommendation
will be in the area of priorities for policy framework for promotion
for institution mechanism. Such as research development,standardiza.
tion .of products, information system, joint venture investments,
marketing and industrial fairs and infrastructure development. The
recommendation to overcome the existing uncertainity and lack of
control over the economy by insufficient planned strategy. [ am
sure the recommendation will take in account various past and existing
national plan, policy and strategies drawn by the Government and the
snportfalls. With the view to identify those elements that are
inconsistance for sound strategy and planning. In order to make
recommendations it will first be necessary to explore the policy
requirements to define some of the implementation problems.

Local resource based industries are most important for Zambia

at the same time industrial policies and incentives, promotions of
institutional framework for planning machinery for rehabilitation of
industrial sector and improvement of management, including fisical
growth by raising capacity utilization and to diversify exports

by use of local raw materials, and other measures to increase the
Government capacity to manage the economy.

All developing countries face a set of shared problems in
elaborating economic strategies such as the fundamental orientetion
and the kind of economic growth chosen, combining optumum rates of
accumulation, steadily increasing consumption, employment and
per<nnal development opportunities and change in Social Structure,

and above all the choice of technology for economic growth, with




little or no flexibility to accomodate internal and external
conditions such as change in consumer demand ., new technologies and
products, deterioration of external market conditions.

These are the areas that would require to be examined during this
Workshop for one set of recommendation aimed to transform the
mechanism to promote economies of Zambia through industrial

development.
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The need for an Industrial Develupment Strategy

(Paper to be presented to the National
Workshop and Industrial Strateqy to
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J. Nakalonga

SENICR ECCNCMIST

MINISTRY CF COMMERCE AND INDUSTRY
P.C. BOX 31968
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1.0 INTRODUCTION:

Enhencement of production in both quantitative and
qualitative terms is the basis for industrial development in
the economy. Manufacturing enterprises, as producers, are
therefore the agents of industrial development. The performance
of these enterprises is very much dependent on the economic/
technical environment under which they eperate. This is because
the economic/technical environment offers opportunities or
bottlenecks with respect tc¢ Manufacturing Pre-requisites such as

availability of raw materials, technology, markets, finance skilled
labour etc.

Promoting Industrial Development at the National level must
therefore, out of necessity be concentrated at creating the
enabling environment for manufacturing activities to flourish.

The fact that the enviromment cam be created, or rather that it
can be changed so as to facilitate manufacturing emphasises that
Industrial Development is an activity that can and should be
consciously and deliberately planned for if maximum results are
to be achieved.

Apart from accelerated growth, industrial development
also constitutes the attainment of specific National objectives such
as increased generation 6§;Z§;§gnge, higher living standards for
workers etc. The need to influence manufacturers so that their
performance is geared towards meeting national aspirations
further strengthens the case for conscious planning of Industrial
Development.

Although the Manufacturing secto:r is a component part
of the Annual and medium term (5 year) National Develdpment Plans,
it must be emphasised that this planning process is just one

aspect of government intervention in the manufacturing sector.,
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There are also other aspects such as legislation, fiscal and
monetary policy and statements from politicel authorities. This
inevitabily means that apart from the Development Plans, we also
bave other documents/forumswhere National objectives and measures
are outlined. A first step towards creating an enabling
environment must therefore be to co-ordinate and where possible,
integrate the various forms of Government intervention so as

to prevent possible contradictions. The second, perhaps more
important step is to integrate the various forms of Government
intervetion into institutional and administrative structures and
activities., Without this intergration, one should only expect
National élaﬁs which are never fulfilled or legal requirements
which are never followed. One approach to facilitate this
integration is to devise a National Industrial Strategy which
will specify as far as possible the required programmes
and projects, the responsibilities of various institutions and
the mode of interaction and cooperation among the various
institutions. Based on an evaluation of the historical evolution
of Government intervention and the related performance of the
industrial sector, this paper attempts to stimulate discussion
which could facilitate identification of elements for a National
Industrial strategy. In the paper, the sum total of Government
intervention will be termed as' INDUSTRIAL POLICY.

2.1 PIONEER INDUSTIES ACT (PIA)

The Pioneer Industries Act came into effect in 1965, The
major objective was to encourage the establishment of NEW
industrial and cosmercial enterprises byway of relief from income
tax. Of immediate concern was therefore the need to set up
capacity in areas where they were gaps. New Investments were

therefore channelled into areas which were deficient through the
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use of the Income Tax :ncentive. Furthermore, the Minister
responsible for Industry had absolute power under the act to

approve the setting up of industrial projects.

2.2 FIRST NATIONAL DEVELOPMENT PLAN (1966 - 1970)
The First National Development Plan (FNDP) was launched

in 1966. In consistency with the PIA, the major aim of the pian
was to create industries which would substitute locally produced
products formeny of those imported, The plan thus defined more
clearly the overiding policy of import substifhtion for consumer
goods which was adopted. Apart from import substitution there
were other secondary objectives such as geographical
diversification so as to promote rural development and the
development of export capacity in new industries. It was assumed
that a number of the new industries could develop exports provided
their prodccts were competitive in terms of price, and quality.
The role of the Government was recognised as that of providing
encouragement and assistance to the private sector and in

certain cases to undertake direct responsibility in establishing
new industries. Government Investments in industry later became
80 significant that state participation became a major policy.
Through the economic reforms of 1968 His Excellency the President
announced the formation of INDECO a state enterprise which would
not only be the Government arm for industrial investments, but
would also play the role of transfering economic power to
indegenous Zambians.

A review of the FNDP indicates that the plan targets were
not only fulfilled but they were even exceeded, There was rapid
expansion which led to the local production of previously imported
products, Apart from the food processing sub-sector which remained
static, there was significant expansion in all the other sub-sectors,

especially Metal Engineering and Textiles.




2.3 S3CUND NATIOFAL DEVELOPMEWT PLAN (SNDP 1972 - 1976)

The Second National Development Plan was launched in 1972
primarily to consolidate the gains of the FNDP. The plarns
objectives were therefore identified as follows:

1, Fuller utilisation of set up capacities

2. Extending import substitution to cover gaps which still
remained.

5. Extending import substitution to production of intermediates
and capital goods.

4. Processing of local agro and mineral resources

5. Promotion of export of manufacturers

6. Establishment of small scale industries in rural areas.

During the SNDP industrial production was less than
anticipated. The average growth rate of 4.5 was significantly
lower than the planned target rate of 14.7% and it was also lower
than the growth rate of 4.9% registered during the FNDP. This
poor_performance reflected the dependence of the manufacturing
sector on imported inputs and it was closely related to the
serious shortages of foreign exchange which emerged after the
catastrophic fall in copper prices during 1974. The dependency
on imported inputs and the high capital intensiveness which
characterised manufacturing also reflected failure to make
substantial progress in the achievement of the objectives of:-

a) Exports of manufactured goods

b) Production of intermediates and capital goods

¢) Processing of local agro and mineral resources

d) Development of small scale industries.

WAZTITRIRR




In a nutshell, therefore the SNDP failed to consolidate

the gains of the FNDP. A major reaction to this state of affairs
was the introduction of the INDUSTRIAL DEVELOPMENT ACT (IDA) in

1977, which repealed the Pioneer Industries Act.

2.4, THE INDUSTRIAL DEVELOPMENT ACT

A major characteristic of the IDA was the wider incentive
framework which apart from income tax exemptions available under
the PIA, also included the following:

1. relief from sales tax

2. relief from selective employment tax

3., rebates on Cuctoms duty payable on equipment and inputs

4, preferential treatment with respect to granting and processing
of import-licences.

5. preferential treatment with respect to Government purchasing.

These incentives were also tied to the achievement of the
objectives of maximum utilisation of domestic raw materials,
production of intermediate gcods, diversilication of a given
company's operations, improvement of dcmestic induc*rial skills
(or foster.:ng development of domestic tecanology) and the promotion
of industrial development in rural areas. There were also
specific incentives for exporting enterprises, training, rural
enterprises, foreign investmeut, research and development.

Apart from a wider incentive framework tailored to meeting
National objectives, the Act also introduced the licensing of
manufacturing enterprises, provided for the regulation of
contracts related to transfer of foreign technology and
expertise, both of which were aimed at increased Government
Control over the direction of industrial activity. Through the

licensing system, the Minister for Industry retained the pewer

' to approve the establishment of industrial enterprises.




2.5 THIRD NATIONAL DEVELOPMENT PLAN (1972 - 1983%)

Following the poor performance of the SNDP the TNDP was
formulated to integrate the policies of import-substitution
export primotion and the maximum use of domestic raw materials.
The plan also emphasised on small industries development,
particularly in rural areas. The plan recognised the need for
the establishment of a National-Agency to provide services to
small scale industries. These services were identified as
Consultancy (Projects identification and provision of
information on technology, markets etc) Financial services,
procurement services, marketing services, and industrial estates.

The plan also emphasised on the need to facilitate genuine
domestic technological development. To that end, INDECO was
expected to select at least 5 companies to set up research and
development units. Furthermore technical expertise in project
promotion would be built in the following institutions:

Ministry of Commerce and Industry

INDECO

A National consultancy agency would also be established,
Industrial performance during the TNDP was dismal. At
0.5%, the annual growth rate was far below the planned growth
rate of 8% and was also unfavourable when compared to the
growth rate of 4,5% registered during the SNDP. The most
important factor responsible for this dismal performance was
the low level of achievement of some important TNDP objectives
like export promotion, utilisation of local raw materials,
appropriate choice of technology, establishing linkages betweer
agriculture and industry and import substituticn. A sub-sector
analysis shows that fabricated metal products an. textiles

registered the highest growth rates of 7.0% and 4.8%, respectively.
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Industrial performance was alsc characterised by low capszcity

utilisation and was affected by increased costs of rodectinon,
Y p

2.6 THE INVESTMENT ACT AND LIBERALISATION

After the TNDP period - (1983-1979), poor performance remained -
a characteristic of the manufacturing sector. This justified the
revision of the legal framework for promoting Industrial Froduction.
Thus in 1986, the Industrial Development Act was repealed and
replaced by the Investments Act.

In order to attract Investments the Investment Act reduced
the regulatory tone and arbitraly nature of the IDA. Thus under
the Investment Act, the licensing system would no longer be used
to restrict projects establishment but merely to reg&ster enterprise:
and the incenture framework was made as non-discretinary as possible
(Automatic incentives.)

In essence, the revision of the IDA was part of the
reberalisation measures which were taken when Auction of foreign
exchange was introduced in 1985,

Major areas of interest for industrial performance during the
auction of foreign exchange period were the Liberalisation of
imports which created competition for local industrv, the
instability of foreign exchange rate which made it difficult to plan
operations; and the decontrol of prices which promoted trading
rather than production oriented businesses, The liberalisation
measures therefore created an environment which was hostile to local
manufacturers. ‘Therefore not only was industrial performance
affected, but the future growth of the sector was also threatened.

The Hostile environment was recognised and hence in 1986, A
Tarriff Commission of Inquiry was appointed to investigate and

report in relation to the Tarriff structure on the following matters:-




1. division of the economy into sectors and sub-sectors

2. Identification of enterprises and products requiring

protection.

3. Examination of the entire tarriff structure and other

relevant issues,

The Report of the Tarriff Commission of inquiry
identified the need for reforming the Tarriff structure so as to
facilitate:-

1. Protection of local industry without sacrificing product
avalability, and competitiveness in terms of quality and
price.

2 Broadening of tax base for government revenue

3. Creation of conditions conducive to maximum utilisation
of local raw materials

4., Encouraging import substitition.

In essence, the Report of the Tarriff Commission of Inquiry
highlights the importance of the customs tarriff structure which
if "out-moded, can seriously obstruct development". The customs
tarriff structure in Zambia was successfully used to support and
consolidate the import substitition policy through imposition of:-
1) High import duties on locally manufattured commodities.

2) Léw or Zero import duty on raw materials, intermediates and
Machinery.

As the industrial sector deversified, and as the need to
localise raw materials and intermediate inputs increased, the
imposition of 1low import duties on inputs which could be
manufactured locally has become a bottleneck rather than an
incentive enhencing industrial develcpment, depending on the

product or subsector being referred to. 1iuus for inputs where

the technalogical and economic conditions permit localisation
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to large import duties should be charged in order to promote
local production which those where conditions for local
production do not exist, lower duties must be charged.

Determination of the tarriff levels which are conducive
for promoting industrial development therefore requires an
extensive analysis of each product or Company involve. Furthermore
give the fact that economic and technical conditions change over
time, it means that tarriff levels are bound to become out of
date as new conditions emerge, hence there is need for periodic
review, Furthermore it is important to realise that while
imports could discourage local production, thus negatively
effecting industrial development, they could also exert the
pressure necessary for maintaining and improving productivity
and product quality in local production. The process of
economic development thus demands that a balance must be struck
between excessive protection and excessive importation.

It should therefore become apparent that determination of
the customs tarriff levels that are coriucive to industrial
development in particular and economic development in general is
a continous exercise whose importance and volume increases as the
economy diversifies and becomes more sophisicated. There is
therefore need for full time personnel to be employed sdely for
determination of the terriff levels and the related industrial
research and company inspections. This probably explains why
the Report of the Tarriff Commission of enquiry recommends the
establishment of a permanent Tarriff Commission with sgtatutory
powers where functions will include periodic review of the
terriff structure, receipt and review of applications for

imposition or reduction of duties from manufacturers, producers

importers and advisors, undertaking of inspections of Industrial
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Ir conciusion the liberalisation measures taken in 1985
did therefore not promote growth in the production sectors. To
reverse the trend, the New Economic recovery programme was

launched in 1987,

NEW BECONOMIC RECOVERY PROGRAMME (NERP)

In Jjune 1687, the new economic recovery Programme was
launched. This programme to a great extent reversed the
liberalisation measures that were characteristic of the Auction
system. The economic environment thus became more favourable and
the result was increased in Manufacturing output during the first
phase (Interm Plan). The improved performance was attributed to
the increased avalability of foreign exchange to the sector,

This points to the fact that performance during the second phase
(Fourth National Development Plan) will still to a large extent

depend on availability of foreign exchange.

It should also be emphasised that for the manufacturing
sector increased use of local resources which is a basic
objective under NERP is in essence a Combination of the policy
of consolidating the sector through intergrating the import
substitution policy with the objectives of increased reliance
on utilisation of local resources and the related development of

technology, capital goods subsector and small scale development.
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An important aspect of the NERP is that depite measures
that halted the liveralisation process during the Interim Plan,
in terms 57 overall objectives, the Commitment to entual
increased liberalisation has remained. This is reflected both
in the FNLP and in the 1989 June 30 measures which re-introduced
Fri te-decontrols. A major conclusion that can be drawn is the
the fact that for liberalisation to achieve the required objectives,
there is need for creating certain conditions through such
measures 3s legislation, new institutions etc. Examples in this
regard are the need to introduce Anti-Monopoly (or fair Zompetition)
Act so as to promote competition and protect ccnsumers, and the
need to create a steck exchange sc as to facilitate channelling

cf savings into productive ventures,

3.0 LESSONS AND CONCLUSICNS.

While the policy of Import-substitution was highly successful
during the first National Development Plan, Performance in
sudbsequent Plans has been progressively declining. This is
attributed to the inadequacy of foreign exchange which effected
the whole economy. However, when it is realised that the
manufacturing sector, as one of the productive sectors, and also
as the source of high value added products, has a significant
role to play in generating foreign exchange for the economy, it
should be apparent that the poor Performance should also be
attributed to the failure to reorient the sector towards export

activity,
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Progress on industrial exports has been poor, despite the fact
that export growth has been appearing as an objective of the
manufacturing sector in the Development Plans. Apart from the
objective of increased exports other objectives which have not
been fulfilled are those of increased utilisation of local inputs
development of Small Scale Industries, technological development
and local production of machinery.

Successful implementation of these objectives would have
gone 3 long way in consolidating the gains of the FNDP and in the
same manner in ensuring that the import substitution policy
continued to guide the sector towards higher performance levels.
The intergration of these objective with the import substiturion
policies was therefore (and still remains) the basis for further
industrial progress.

A major reason while the above objectives were not
integrated with the Import substitution policy was the lack of

institutional -~apacity which meart that there were no institutional

and
programmes/activities designed to persue the objectives. It must

be realise&?ﬁgz of the reasons for the success of the Import-
substitution Policy during the FNDP was the creation of INDECO,
which provided the Institutional capacity for channelling and
monitoring Government investments in industry. Over the years,
industrial diversification has raised the need for new institutional
capacity. This need has been recognised hence the following
organisations have been established - Small Industries Development
Organisation (SIDO), Village Industry Service (VIS) Zambia Bureau
of Standards (ZABS) Investment Council of Zambia, Export Board of
Zambia (EBZ) (Export and Import Bank (EXIMBANK) However, so far

the impact of these new institmtions has not been felt mostly

because in terms of facilities available and services offered,

all these institutions have still to consolidate themselves.

e —




Successrul intergration of the Plan objectives with the
Import-substitution policy demands that the various programmes
and activities to be undertaken in the pursuit of these objectives
should be closely coordinated. This is because all these
objectives are inter-related. For example

(i) The increased use of local resources may be affected

by the ability to import machinery (i.e. need for rorex)
for undertaking new projects or it many be affected by
the level of development of local technologye.

(ii) The Development of Local technology may itself be
affected by the level and direction of the local
capital goods industry.

The inter-l!inkages between programmes and activities which
will be undertaken by different institutions raises the need for
strong leadership not only to ensure co-ardination but also to
give the required National Direction in industrial progress.
Although the Department of Industry is recognised as the feacal
point in promoting industrial Development, its impact and
influence has so far been very limited. Although the limitations
of the Department were recognised and highlighted in the TNDP
where implementation of the Industrial Programme would involve
building up "the necessary technical expertise in the Ministry of
Industry, Commerce and Foreign Trade....” to date institutional
inadequacy has remained.

Over the years, despite the fact that performance has been
declining, the manufacturing base has become more diverse and
sophisicated. This has occured because of the fact that despite
the problem of foreign exchange inadequacy, new capacity for
manufacturing a wider range of Commodities has been created

through both Parastatal and Private sector investments., The fact
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that the Projects which have been established so far have done little
to help achieve the objectives of export Promotion, small scale
development reflects the lack of institutional capacity which
could have facilitated channelling the investment resources
towards Projects which could have fared better vis-e-vis the
objectives. On the other hand, it also means that Actual
Investments h-~ve fallen far short of the required Minimum
Investment levels. This could be explained by the fact that a
number of Projects which have been proved to be viable in both
the Parastatal and Private Sector have not been implemented mainly
due to foreign exchange limitations which prevent importation of
machinery. The pending list of Projects which have Kwacha Cover
but no foreign exchenge cover while reflecting the unavailability
of foreign exchange in the economy, also reflects that Foreign
exchange sources such as Commodity Aid, Bilateral Trade Agreements,
external loans and other similar faciiities have not been vigormusly
persued to ensure that external resourcesiiﬁannelled into the
manufacturing sector in propotions which are comensurate with the

status and significance of the sector. This has partly
been due to the institutional inadequacy of the Department of
Industry. Furthermore it also means that Foreign Investments,
which is a worldwide popular mechanism of attracting Capital into
an economy, has been below expectations.

To facilitate successful execution of the Import substitution
Policy, Industries which were established were protected fron
both local and foreign competitoin, Initially, this
Protection was based on customs Tarriffs and the legal and
administrative framework provided by both the Pioneer Industries
Act and the Industrial Development Act, As the foreign exchange

crisis depended, the foreign exchange regime gained the
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upperhané as the leading machanism for orotection. This
protection, together with the policy of establishing large scale
parastatai Companies, helped to create a Monopolistic structure
which in principle had neither the need nor the competitiveness
to participate in export activity. It is therefore not
surprising that promoting Industrial production was based on
administrative rather than Market oriented mechanism.

As the sector became more diversideed, the need for foreign
exchange increased and in the face of the forex crisis, the need
for localiising imports also increased. However the policy of
protecting and promoting lccal production of consumer goods
through high tarriff on consumer gocds and low terriffs on imports
became inconsistent with the need to promote localisation of
imports. Thus some imported inputs were cheaper than locally
broduced inputs.

Despite the heavy government Investment input, An investment
gap still remained which the private sector had to fill. This
exposed the linations of public finance in investment and
development requirements of a country. This need to reinvest in
existing plant raised the need for Public enterprise to generate

its own resources, hence the need for market oriented mechanism,

Over the years, the tendency has therefore been to shift
towards market oriented promotion of industrial production.
However this shift has been attempted without a vigorious analysis
of the institutional environmental requirements necessary for
success of market mechanisms. Por example establishment of market

forces oriented institutions like the stock exchange need to be

evaluated,
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4,0 TOWARDS AN INDUSTRIAL DEVELOPMENT STRATEGY.

4.1, THE RATIONALE

The conclusions 4drawn reflect and highlight the existence
of an industrial base whose full potential is not being utilised.
In comparison to many other African Countries, Zambias industry
structure is relatively large, and diversified with a base for
technological Competence. One indicator of this potential is
the possibiiities of exports of Industrial products to countries
in Eastern anrd Southern Africa. Despite the problems of
Re-investments to facilitate replacement and Foderrisation of
machinery over the years Capacity in new products hes been
established, tnus creating a tendancy to widen the gap between
Potentiai and Actual Performance. The issues which need tc be
addressed so as to tap the potential in the short run and to
ensure accelelerated growth and development in the long run are
those of facilitating growth, increasing capacity utiiisation
and enhencing procductivity.

Al)l these issues have been addressed to by the fourth National
Develcpment Plan through the objectives of Export Promotion, Small
Scale Development etc. There is however need to transform those
Plan »bjectives into institutional Programmes and activities.

The following is therefore an attempt in this direction.

4,2, STRENGTHENING OF INDUSTRY DEPARTHMENT

The need for direciing the Industrial development process,
co-ordinating activities of institutions directly involved in
implementing industrial programmes and projects, and continously
facilitating the existence of a conducive climate for industrial
development all call for a strong Department of Industry. A strong

Industry Department will not only provide effectively leadership
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but will also effectively influence the activities of local and

international instituions at both the policy and the implementation

levels.

In order to enable the department effectively undertake the
responsibilities comensurate with its mandste, there is need to
enhence its rroffessional Capability. This should involve
increasing the number of proffessional staff in the establishment
from the current 11 to at least 20,. Purthermore Proffessional
staff should apart from Economists also include Engineers. The
increase in proffessional Hanpéﬁer should also be accompanied
by the strenthening of linkages between tne department and the
institutions directly involved in industrial development.
Furthermore tnere is need to enact legslation so that the
department can have a legal framework for faciiitating its

activities.

There is also need for equiping the department witn the
necessary facilites to enable in establish in industrial
information system which will facilitate the collection, processing,
storage, retrieval and dissemination of information. The minimum
amount of budgetory resources, vehicles and other operationail

requirements must also be made aviilable.

AR strengthed Department of Industry will have capability
in industrial research, evaluation of sectoral and subsectoral
performance, monitoring and sectoral industrial promotion which
will enable it initiate, co-ordinate, monitor and evaluate the
following programmes which should constitute the National

Industrial strategy.
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4.3 INDUSTRIAL EXPORT DEVELOPMENT PROGRAMME

Based on close consultation with relevant institutions,
especially Depa~tment of Trade, Export Board of Zambia, Bank
of Zambia, Export and Import Bank, the department of Industry
must draw up a programme of facilitating increased industrisl
exports. Such a programme must indicate target groups,(which
could be subsectors, or product group), inputs and services
required from various institutions and the targeted Export levels

to be realised within a given time framework.

4.4 SMALL SCALE INDUSTRIES DEVELOPMENT PROGRAMME.

Based on the activities of Institutions such as  SIDO,
VIS etc. There is need to have a small Scale Development Programme:
which must include the following:-~
(i) Areas where SIDO and VIS should concetrate their
activities. In this regard funds for Project
financing to be used as a revolving fund for
implementing the programme should be provided through
the Government budget.

(ii) 1Identification and financing of infrastructural support
required by small scale Industries at each lev,l of
development, e.g. construction of industrial Estates,
shopping malls.

(iii) A specific programme for promoting linkages between
Small Scale Industries and medium/large scale industries.

(iv) A gpecific programme facilitating the transtion of
small scale industries into meduim/large scale
industries., Pacilitating expansion of SSI should
involve identification of existing SSI with potential

for growth, an indepth study in*o their expansion

requirements and the mobilisation of resources recquired.
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4.5. LOCALISATION PROGRAMME

The need to localise imported industrial inputs lends strong
rationality to the import substitution policy in general and the
need to grow from our own resources, This programme should
not only emphasise localising raw materials, but it should also
include localising other vital industrial inputs such as industrial
technology and machinery. The localisation programme should

therefore involve:-

1. Identification of resources with potential industrial
use,
2. Identification of imported inputs which should be
localised
3. Jdentification of technological requirements for
localisation

4, Enhencing Enginineering Design capability so as to
facilitate growth of a Capital goods industry.

Se Preparation and Promotion of Project ideas which could
be based on expansion or diversification of existing
enterprises, or the establishment of new projects
or enterprises to facilitate creation of capacities
for implementation of the programme ,

4,6 INVESTMENT PROMOTION.

It should be apparent that under the programmes of Industrial
Exports, Small Scale Developmént and localisation, a significant
aspect will involve the identification and promotion of specific
projects. At each peint in time, there will therefore be a 1list
of projects which need to be implemented. Preparation of a National
priority list of Projects ena regular basis, will therefore be an
important measure of the Industrial strategy. The strengthened

Department of Industry should use its investment promotion
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programmes (investment tours/international meetings etc.),
knowledge and linkages to help finance the projects.
Furthermore there will also be need to create machanism
for facilitating flow of financial resources into the
industrial sector. For example the need tc establish a

stock exchange should be appraised.

LA AR R XN 3§
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INTRODUCTTION

Planning of economic development at the national level
is new phenomenon in the history of mankind. 1Its
emergence was related to-the first half of the twentieth
century. Like the new discoveries in the fields
of natural sciencies as well as results of the
current scientific-technical revolution, planning of
economic development has become one of the most
important scientific and practical aspect of our time.

The role and place of economic planning in
societies with different socio-political systems are
different. The contents, forms and methods of
National economic planning on one hand ard programming
or. the other reflect all the sundry salient features of
production relations in a given mode of production.
Economic Planning therefore is not and cannot be neutral.
This in turn accentuates the need for a careful study of the
process of economic planning as well as programming
not only in developed socialist and Western States but also

in developing countries.
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During the part thirty years planning of
socio-economic progress in developing countries has become
quite widespread. If in 1960 economic development
pxans existed in 7 African, 14 Asian and 2 Latin
American countries in the mid 1960's the numbers were 26,18,
20 respectively. At present there is not single
developing ccuntry which has not tired to formulate plans
and programmes of economic devélopment (1,3). Sundry
reasons both internal and external, objective and
subjective are attfibuted to this trend.

Government of the Republic of Zambia, right at
the time of the attainment of political independence, re-
cognised the need for balanced proportional development
of the national economy. Faced with the need to
redress socio-economic backwardness as well as into
inbalances at an accelerated pace the government opted
for a planning approach of economic development
Experience has shown that young nations that undertook

a planning approach of economic development.

Pilbmavy
1. SEE: V.A. YASHKIN, E.A. CHEREVIK, PLANNING OF ECONOMIC
IN DEVELOPING COUNTRIES. M., 1986. R
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The author does claim conclusive of all
aspects of such a difficult and complex topic.
Attention has been directed on three important

areas which the paper briefly examines. These are*-

1. theoretical aspects and practical experience
of planning national economic development in
Zambia;
2. implementation of plans as a crucial stage of
the planning process;
3. contradictory nature of bilateral and multilateral

assistance in achieving the end results of the

planning process.
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THEORETIC ASPECTS AND PRACTICAL EXPERIENCE OF PLANNING

ECONOMIC DEVELOPMENT iN ZAMBIA

The process of national liberation does not eni
with the attainment of political independence. Procurement
of political sovereignty simply marks the end of the
first phase of that procéss and the beginning of the
second phase, namely social economic liberation. And
when in October 1964 political indevendence was procured,
Zambia opted for a planned form of economic development.

Planning means the formulation of plans as well
as their implementation through human activity in a
specific system during a definite period of time
in future. 1Inclusion of implementation in the planning
underscores the result oriented character of that process.
Development Planning therefore is an act of relating
a given set of economic goals reflecting the interests of
a given society to the resources available in the economy
The gosls are usually spelt out by the political system.

The magnitudes and concentration of production
have reached such high levels that the entire economic
mechanism has become quite complicated. The obtaining
levels of productive forces, the internationalisation
of economic life and the social character of modern
production entail proportional development of the national
economy. And planning of economic development essentially
amounts to conscious maintainance of proportionality
of all elments of national economy for the sake of

achieving the set goals.
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The need for proportional development of national
economy is an objective one and is experienced in both
developed and developing economies. In the circumuststances
of public ownership of means of production conscious
maintaince of proportionality has proved to be a stimulating
factor of accelerated growth rate of productive forces.

This trend is partricularly evidenced during the early

stages of soveeign development. For example by 1940 the
gross industrial output of the scviet Union increased

by 670 percent and its output-of means of production

went up by 1,240 percent as compared to the 1913 level (1,85).
On the whole the process of industrialisation was completed
within a brief period of about 20 years and USSR was

turned intoone of industrially advanced countries

in the world. Between 1922 and 1976 national income in

the Soviet Unicn rose by 128 times. Evidently these achieve-
ments were as the result of radical social restructuring
which paved the way for systematic proportional develop-

of productive forces. Planned form of management of

the national economy founded on cognance as well as utilisat-
ion of objective economic laws became the most function

of the socialist government.

1. SEE: KHARIS SABIROV. THE ABC OF SOCIAL AND POLITICAL

KNOWLEDGE, M., 1986.




- 43 -

In the process of social restructuring and rapid
development of productive forces of the society socialist
planning was transformed into a comprehensive and directive
one. The rational economy began to be managed on the
basis of a state plan which is achieving sundry goals
simulatneously through intensive :-utlization of all
the available resources. Emphasis of the whole planning
activity centres on the process of creating conditions
for an all round development of an individual. In this
context planning becomes not an end in itself nor
only production as well as resource but also and more so,
socio-economic oriented.

The adoption and application of economic programming in
Wastern countries are aimed at ensuring the required
proportionality (1,25 - 41). Under private ownership
of means of production it is just not practicable to have
an overall plan of economic development at the national
level. Thus clements of superstructure are constantly

being adapted to the requirements of the expanding product-

ive forces but only to such an extend that they facilitate
the preservation of private ownership of means of production.
This explains the prevalent interference by national
governments of the West in the economic life during

the process of reproduction. Large national resources
controlled by these governments constitute solid base

of active government interference and influence in the

economic sphere.

vV
1. SEE: U.M. Sﬁ}ROCOV. SOCIALIST PLANNING AND CAPITALIST

PROGRAMMING. M., 1978.
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Attempts by western governments to formulate and impleme-
ent programmes of economic development at the national
level are a way of adapting production to new conditions.
Reference to this effect can be made to well known medium-term
economic programmes in France, Italy, United Kingdom, annual
programmes in the Netherlands and Scandinavian countries
long-term economic programmes in Japan. Practically every
state in the West undertakes in one way or another
economic programming as a way of exerting influence on the
whole process of reproduction. In fact economic programming
has an important aspect of management in the west.
Economic programming commensurate with the nature of capitalist
production evolved from traditional forms and methods of
state interference in the economic life under the circumstance:
of private ownership of means of production. The evolved
system of measures for indirect regulation of economic deve-
lopment in the West is referred to as indicative planning
in contrast to centralised directive planning in the eastern
countries. Recommendatory character of indicative planning
emanates from the nature of private ownership of means
of production which cannotes stiff competition among
individual entrepreneurs.
Evolution of economic programming therefore has
been dictated by high level development of productive
forces, strong interaction between the state and the
monopolies and the Bast-West economic rivalry which
inspired the West of strive for stable economic growth rates.
In developing countries economic planning is

dictated by different reasons namely the need to liquidate
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socio-economic bhackwardness and to achieve economic
independence. Experience of economic plannirj in the
east and in particular the spectacular results scored
in the early stages of economic development had a demonstrativé
effect on developing countries and motivated them to make use
of the methods of planne& management of the national economy
Since the Great Depre¢sion of 1929-1933 which rocked
the west at the time when centrally planned economies
witnessed the unprecedently rapid economic growth rate
the the free market mechanism as the main driver of
development process became more than obvious. Stae planning
regarded by developing éountries as a more than effective
method of accelerating socio-economic progress as well
as effecting the required radical socia! restructuring.

The essence of planning in developing countries is
reflected by the world-wide tendency to have some control
of the affairs of national economy. An important feature
of developing states is that economic planning in them
is related to specific functions of the government such as
resolution of fundamental social problems which can be carrie
out through systematic economic measures by the government.
Apart from directing the overall general development, the
government should also play an active role in effecting
integration of the various sectors of the national economy.
Under the circumstances of unintegrated economy policy
directions become the sole national factor capable of
initiating the process of radical socio-economic restructur-
ing.

The emergence of the state (government ) sector in

Asve)oping countries, the expansion of state ownership of the
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of the means of production and the growth role of the

state in industrialisation, in process of reproduction

of the natioanl income and in foreign trade all point to the
necessity of having economic development plans and
programmes. Besides, developing countries are executing
extensive and costly proj;cts in the areas of agrarian
transformations, industrial development, education,

public health and so forth. Evidently there is need to
marshal financial resources and put them to more stringent
use in the form of state investment programmes with clearly
defined targets.

The dawning of scientific technical revolution at the
beginning of the secon half of XX Century also changed the
substance of underdevelpment and thus posed new problems.
These include the need to select the type of technology to be
applied, the line of specialised production, the approach
to set up national scientific base. Evidently the tackling
of these problems require the infusion of some elements
of planning and mapping out of the long-term programmes
for a period of years ahead. The internationalisation of the
economic life in generai and production in particular as well
as the emergence of various integration groupings in the
developing world coordinating economic policies of different
states. The general trend for dveloping countries is that of
a combined action against the inequitablz status in the world
division of labour and their struggle for the new inter-
national economic order.

Finally, developing countries have to take into account
the time factor. These countries are not prepared to take

alone centuries to overcome the acute socio-economic problems
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and wait for the slow processes of accumulation of capital
and industrialisation to take their own course along the way
while the west once traversed:.. There is a strong feeling

. for accelerated pace of their economic development and
elimination of socio-economic backwardness.

The foregoing bears a clear testimony that state
development planning has a firm place in developing countries
however difficult, problematic and sometimes contradictory the
plans may seem tc be it is definetly not as aspect of wishful
thinking. However the process of creating material and social
conditions of state planning in these countries will depend on

the choice of the mode of development.
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Sirce Znmhia rrocaured politicsl indezerience, for sodiun-term

oz of five-rear durstion have besn prepared, namelv:

Firs* Yaticnzl Development Plan (FIIDP) for the period 1966-1270;
Second Naticnal Development Plan (SHDF) for the veriod 1972-1976; )

Third Kational Development Flan (TKCP) for the period 1980-1984; and

Tourth Mational Dev. Plan (FNDP) for the reriod 1988-1993,

Short-term (annuzl) rlans were intrcéuced st the bheginning of the

Third National Development Plan while long-term persrective plans have

not yet beer intrcduiced,

The creation of a relatively large parastatal sector in the
country constitutes an objective eccrnomic basis fcr under .aking
developrment planning at the national level. State ownership of means
of production through paraststals encompasses almost all sectors of
tne naticnal econcmy. Most of the parastatals zre more than
5C nercent state-owned. Besides, the wmolicy of participatory
derocracy, which assumes co-existence of centralised planning and
private entrepreneurship in the nztional economy, remains the guiding

orinciple of development planning in Zambia (1, 47-58),

Formulation of a national development plan is normally done
tarough a broad based participation from a cross-section of Zambian
society., It normally begins by setting up planning committees in
both sectoral ministries and provincial administration. It has been

the government policy to establish planning units in all ministries,

1 SEE: KAUNDA K,D. BLUEP“INT FCR ECCNOMIC DEZVELOPMEFT, A GIU'IDE

CMN HCW TO CLEAR O3STACLES.  ADDPZ5GE PO THE 14TH NATICHMAL COUNCIL

(N UNIP, L. 1979,
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provinces, districts, villages and parastatals organisations. 4And

by 1081 the first first five out of the nine provircial plsnning

units wcre set up., These are professional bocdies meant to assist
rrevincial autherities in plan formulation. Planning units have

2Yso been established in 2 number of ministries. Thus while the

final processing including testihg for interral consistency and
drafting of plan document is done by National Commission for
Development Flan (NCDP), the vlzn usually represents by and large

the consensus cof various planning committees. For instznce during the
forﬁulation cf the Fourth National Develorment Plan (FNDP) in all
twenty fcur planning committees were constituted and these included
officiale from Goverrment iministries and departments, recresentatives
of parastatsls, the private sector, trade unions, University of

Zambia and sundry other institutions. The role of National Commission

for Develorment Planning was that of a secretary of the committee,

4t the provincial level formulation of the National Development
Plan begins at district level. District Development Committees (DDC)
suggest projects and programmes to respective Provincial Development
Committes (PDC). These suggestions are considered at PDC level
and wherver possible are included in the final recommendations to the
central Government, On the other hand plar for agricultural sector,
for instance, would be initiated by people working in this sector
including civil servants, formers, financial institutions, workers
interested in agriculture and so forth under the chairmanship of the
Permanent Secretary of the Ministry. 1In this way sectoral and
regional asnects of a develonment plan are formulated by the sector

or Province which is also charged with the responsibility of its




implerentation, Similarly “uvring the fumulotion of a rrovincial
plar exrerts from the n-ovince snd other citizens accuinted with
the problems of the provirce focrm a rlanning committee under the
chairmanship of the rrovincial Fermanent Secretary. Thus the plen
for the develorment of a sector of province is formulated by the
implemerters therselves who are aware of the problems, bottlenscks
and sources of inconsistencies writhin the sector or province,
However, the plan formulated by the implementers at sectorzl and
provincial levels have to be consistent with the overall strategy
of the Plan. Hence the formulation of a national developmert plarn
at the natiomal level generally begins with the fixing of

growth rates broken cown per sector and setting out capital projects
and programmes. Sirce 1980 production targets in both physical and

firancial terms have been indicated in National Development Plans.

Wnen sectoral and prcvincial plans are received at Nationa?
Commission for Development Plzrning they are subjected to the
resource constraints anc growth goals. The goal of economic growth
must take into account the oconomy's saving ratio and capital
output ratio. In other words, the resources available and efficiency
off resources' use determine the level of economic growth, After the
resources reguired for the implementation of sectoral and
provincial plans are calculated, these are then comnared with tctal
resources available in the whole economy and if necessary
adjustments are made. The guiding principle for such adjustments is
the plan strategy, The plan strategy would indicate somewhat which

sectors should reduce their torpets and which sectors should increase

their tarcets., 411 this is done in order tn Tit in with the ~veeall
-

rrowth rate, Tn thig way the rlan strategy acts as an insnrance of

rlzn's consictency,
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Cnce a ririg*ry ol nrevirce knz 1aid down what it wants te
nchisve over the nlen -riod znd reconurces are macde availsble to it,
t en trhe imnlementation of the plan should begin. In 2 way such a
ninistry of province has entered into a kind of "secisl contract®

whereby a promise is made thne ziven the resources under the

[{/]

-ecified overall stratecy, the ministiry of prevince will achieve the
l12id dowr targets (1), Thzt is why fulfillment of a plan shoulé be
oblisatory. In some cnuntries where a natiorzl economic plan is a
legal dccument a miristry of province which dces not accomplish the
targets Permancnt Secretsry must explain why targets were not met.
Yhere such accountability exists, the top administrators have an

obligation to ensure totzl implementation of the plan.

INSTITUTIONAL FRAMEWORK FCR PLAN IMPLEMENTATICN IN ZAMBIA: PRCBLEMS

When a2 five-year plan for socio-economic develovment has been
adopted, its implementation is car 1ed out by a series of annual
plans. An annual plan is normally based on the targets given in a
five-year plan and adjustrments arising from the actual economic
situation, Annual plan rrouvides the fracework of tne budgetary
allocations and, derending on the sectors ané provinces of priority
as indicated in the five-year plan, stipulates areas bf priority
in the budget. That ic why the budget should form part of and should

come after the annual plan,

1 SEE: NCUBE P.D. THE DESIGNING AND IMPITNINTATION OF THE NATIONAL
PIAN: OPTICNS, POSSIBILITIES AND CLiISTRAINTS. (FAPER FOR
DISCUSSION), L., 1984,




The budget represents ar instrument throuch which the
covernment can realise its =2concomic policies, It is usuzlly divided
into revenue side (sundry forms of taxaticns), recurrent budcet and

carital budget.

Tagztion can be used to achieve gonls related to income

distribution. This is done in varicus wars: by 2aving prcpressive

3]

tax, by riving tax incentives to comranies engagsd in groduction
ventures in rural areas in corder to bridge disrarities, by giving
tax rebates of different types to small-scale incdustries, by
introducing negative tax for certain commodities such zs subsidies.
Since targets set out in =annual =lzn can be reszlised ma2inly

through the use of national budget, it is important that tax

instrument is used in accordance with the priorities put ferward in

the Annual Plan.

Recurrent expenditure is a major corpencont of exgenditvre in
Zambian economy. It encompasses such items =2s sz2laries and wages,
all Government purchases, running costs and incentives to top civil
servants, The higher the recurrent expenditure the lower the
capital exgenditure, In Zambia, when Government revenues started
falling drasticsally in 1975, most of the funds have been used to
maintain recurrent costs. As a rerult little was available for

capital costs,
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Carital budget in Zambia has received less resasurces than
would be required. In fact since 1975 there ‘'ias been deficit financing
of the recurrent costs year in year out. This practive has led to

two deficiencies in the national economy:

-

1. Lack of investrments funds leacing to negative growth
in the resocurce base of the economy which in turn led
to caracity underutilisation ard lack of rehabilitation

of capital assets;

2. Lack of investments funds for the non-governmental an
private sector. Evidently when the goverbment overspends
its removes some resources from the non~-government sector
whereas when the government underspends then more resources
can be available for the non-government sector. Thus when
the government overspends on consumption then not only are
investments affected but also resources for the private

and parastatal sector.

Actual economic situation in the country is analysed annually in
Economic Report. Economic Report usually represents both the inter~
national and domestic performance of the economy. And it is on the
basis of this report that the targets in the annual plan can undergo
some modifications which in turn become the basig of the budget.

Economic Report is a document for economic analysis and is meant to

bring the planning process closer to realities,
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Cther instruments av:ilable for realising development plan
include money surply, exchange rate controls, foreign exchange
controls, interest rates. All these need to be manipulated in
accordance with the principles laid down in the development

Flan.

f1though in theoretical terms the time frame for the
imrlerert=tion of *he Third National Development Plan lasted until

the end of 1984, the last two years of TNDP were taken up by the ‘

Internztional Monetary Fund/World Bank sronscied
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structural adjustment ai.d policy reform programmes. A
three year adjustment programme 1983-1985 was agreed
upon with IKF/World Bank. Besides, apart from a one
year stand-by arrangement agreed upon in 1983 to restore
financial stability, a new stand-by arrangement was
agreed upon for the perioad 21st .October, 1985 - April
1987.

Unlike the Third National Development Plan which
emphasized the diversificatiorn of the national econony,
the IhF/Worla Bank sponsored programmes unforturately
focussed on economic and policy reforms. Worse still
the 1IXF stabilisation programme and conditionality clauses
attached to it failed to take cognance of structural
problems of developing economy like Zambia's aud the
need to focus on pressiung social issues. The common
tendency by the two international financial institutions
to extrzapolate theoretical concepts related to cdeveloped
economies on to developing economies often make the
proposed adjustment programmes look like 2 misplaced
pill. No wornder therefore that such adjustment programmes
have not yielded the desired results anywhere they have
beer tried in the developing world. And as the economic
situation moved from bad to worse the Zambian Government
on 1st May 1987 decided to abandon the IKEF/World Bank
programmes and replace them with the New Economic Recovery
Programme (NERP) on the bases of which future short-term
and medium-ierm development plars would be drawn.

Before launching the Fourth National Development

Plan, however, there was need for a transitional period
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to move from the disorderliress brought about by the
IXF/World Bank sponsored "adjustment" programmes to
oraerly way of managing the national economy. It was
precisely for this reason that an Interim National
vevelopment Plan (INDP) was prepared and implemented.
This short-term plan, whose implamentation started on
1st July, 1987 anad came tc an end in 31lst L=2cember,
1989, was, therefore, meant to be a bridging instrument
between the earlier Ik¥F/World bank supported programmes
and the Fourth Natioral Development Plan (FNDP). Tﬁe
prime objective of the INDP was to halt and stabilise
the worsening socio-economic situation in the country
so as to create a stavle economic enviromment for the
launching of the FNDP (1,6-8). The Interim National.

The Fourth National Development Plarc was thus launched
at a time when the national economy was beginning to
recover. The Fourth Nationazl Development Plan seeks
to bring zbout genuine structural change in the national
economy in order tc make it self-reliant and self sustairing
in line with the New Economic Recovery Programme themé
of "Growth from Own Resources'.

The Plan dccument is divided into two volumes.
The first volume which is also divided into three parts,
presents an overall review of the performance of the
Zambian economy during the Third National Development
Plan (TNDP) and post TNDP period, that is including
the Interim National Development Plan. The first volume

also presents objectives and strategies of the Plan.

T /
‘ﬂ NEW ECOme/(_ 2;'{09&1"
1965
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Apart from the micro-economic ard financial policies
which are to be pursued during the Plan period, the
volume contains the sectoral development objectives,
Strategies, targets and investment programmes. Volume
two of the Plan presents the more general policy issues
such as Women in Developmernt,.Youth in Development,
Science and Technology, Parastatal Development and the
Private Sector. The machinery for plan implementation
is also spelt out in this volume. Volume two contzirns
also the regional development strategy and provincial
investment programmes and projects.

The Fourth National Developmert Plan contains a
cumber of chapters which aid not appear in the previous
medium term plams. For the first time tk ere are chapters
on Women in Development, Development of Cooperatives,
Population and Developmert, Development Cooperation,
Evnrionmental Protection a2nd the development of the
Private Sector. 1In terms of presentatior each sectoral

chapter is self-contained. The chapters analyse and
assess the past performance of each sector prior to

stating the objectives and strategies including developmental
activities tc be carried out during the Plan period.

At the end of every chapter, investment programmes

and projects are presented. Besides, the Fourth National
Development Plan sets out a system of Annual Plan and

Action Plars as the operational tools of planning. Within
the priorities and directicns set forth in the five

year plan, the National Commission for Development Planning

should draw up Annual Plans and Action Plans which will
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elaborate the fiscal and firnancial targets, programmes
and projects planned tc be implemented in the ensuing
year taking into consideration the avaiiability of resources
both domestic and foreign and the prevailing ecoromic
circumstances.

Lack of sufficient quali;ied indigenous Zambians
in the art of economic plarning 2t the national level
and inabiiity to retain the few qualified ones in the
civil servicg contircue tc affect the performance of
Natipnal Commission.for Development Planning. Previous
attempts to redress the gap by recruitirng qualifiec
manpower from both the East and the West on contract
basis have nct yielded the desired effect. xajority
of specialists recruited frcm the West seem to have
little or vague knowledge about economic planning at
the national level. Orn the other hand many specialists
from the East have the tendency of applying theories
of economic planning as they obtain in socialist countries
to a developing economy. Evidently such a mechanical
extrapolation cannot give the desired results simply
because developing economies of the "Third World" are
neither capitalistic nor socialistic. The development
of productive forces a productivity of labour in developing
economies have not reached the level of either developed
capitalism or socialism.

Though corporate planning has been introduced in
parastatals to date still just a small percentage of
the parastatals prepare such plans. Furthermore often
sach plans 2re not preapred according to the specifications

anc requirements of the National Commission for Development
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The mono economy Zambis inheritea from the colonial
days meant that the main parameter of national development
were rendered extremely vulnerable to external factors
which are above here control factors which are above
her contrcl anyway. Among these are the frequent fluctuation
of commodities prices on the wq;ld market. For instance
in early 1980s the fall cf prices of copper on the world
market by one pound sterling meant a loss to Zambia
of foreign exchange earnings worth 0.5 million pound
sterling. And since implemetation of the plans in the
country depends largely on the price of copper an element
of dependence and instability sets in the state planning
systems. Possibilities by the goverrment tc mobilise
internal resources for plan implementation are rather
limited. As a result external financing continue to
play a predominant role in plan implementation. These
external resources come in terms of loans, credits or
donations.

Finally the process of developing the planning
system is a difficult. In order for state planning
to become a real instriment of development it is necessary
to coustantly improve upon the methodlogies and pianning
institutions themselves. Attempts to simply copy planning
methodologies from abroad tend to pose confusion rather

than assist resolving the acute socio-economic problems.
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Planning. This makes the integration of such plans
into the national development plan problematic. As

a result often the National Commission for Develcpment
Planring is compelled to obtain fresh data from the
parastata2ls a2nd rewrite the corporate plans before they
can be integrated in the overall national development
plan.

In the Fourth National Development Plan a practical
step of integrating private organisations in the naticnal
planning system has been undertaken. For the first
time a seperate chapter has been directed to the private
sector. Nonetheless, theoretical as wel as methodological
issueé related to the integration of the pirvate organisations

into the national planning system remain open.

CONCLUSION

Development planning in Zambia centres on the formulation
of five-year development plans intended to embrace all
sectors of the national economy. However that irtention
remains a mere formality mainly because state control
in Zambia refers only to certain isolated levels of
the economy and not to all macro-economic prportions.
Historically, state planning in the country evolved
under great influence of private ownership of means
of production and often forieng experts played an importan
role in formulaiing the plans. Besides, it is not uncften

that foreign mouopolies interfered with the planning

system and manipulated it to their advantage.
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UNITED NATIONS INDUSTRIAL DEVELOPMENT ORGANIZATION

The Strategic Management of the Industrialization Process

within the context of

Structural Adjustment Programmes

Industrial Planning Branch

May 1990

(*) Draft, not to be quoted
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. B GROUN

The economic crisis of Af.-ica has revealed the fragility and
inefficiency of the region’s industries: deteriocration of the means
of production; de-industrialization in some sectors such as the
metallurgical industry; low rates of capacity utilization; and the
like. In the ultimate analysis, African industry finds itself facing

shrinking markets in which it cannot compete with its rivals.

How has this situation come about? First and foremost, there
has been a lack of consistency in terms of policies, legislation and
incentives. This shortcoming has been compounded by red tape and
excessive protection, none of which is conducive to developing
competitive industry. Secondly, there are certain environmental
deficiencies. Both the organizational prerequisites and the
physical, human and technological capacities necessary for the
emergence of efficient industries are inadequate. The structures and
mechanisms for supply, distribution, financing, transportation,
communications and external services have failed to meet business
needs at competitive prices. Training systems, technological support
and promotion have not always matched the requirements of industrial
development in Africa. The initiative and financial resources needed
to establish effective entrepreneurship have often been lacking. All
these weaknesses have given rise to extra costs, uncertainties and
organizational deficiencies.

The structural adjustment programmes (SAP) recently
introduced in many countries have triggered major changes in
industrial policies and legislation. There is a significant shift to
market economy principles. Many countries have thus done away with
over-protective tarifis and quotas, and with them the distortions
they caused. Free prices are being increasingly accepted.
Bureaucratic restrictions have become less burdensome. Private
initiative, be it domestic or foreign, takes on growing importance
and, with it, responsibility.
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The establishment of an open and competitive economic
framework, however necessary it may be, is not sufficient to promote
an effective and competitive industrial sector. 1In fact, analysis
reveals that the reponse of the industrial sector has failed to meet
the expectations of the adjustment programmes.

A.2. The Regional Workshop on Strategic Management of the Adjustment
p ss i . .  ca.

A.2.1. Assessment of t o itus:

Tentative explanations emerged from the large research
programme carried out by UNIDO in the context of the December 89
"Regional Workshop on Strategic Management of the Adjustment Procass
in the Industrial Sector in Africa":

- he new patter ices generated by the SAP reforms, aimed at
providing economic agents with a new pattern of signals expected
to lead to a distribution of economic activities and allocation
of resources according to efficiency criteria. Yet the agents
may simply not be equiped to realize what move is expected from
them, and if ever they are, they may not have the means (in
terms of financing, of access to technology or strategic
information, in terms of human resources,...) to adjust and
restructure their activities accordingly.

- Inertija intrinsic to the sector led to different time-responses
to the new set of signals. 1Indeed if the depressive effect on
domestic absorption was quickly felt, the supply-side response
was much slower to appear, implying additional stresses in the
sector. |

- The observed sluggishness of the supply response was due not
only to internal rigidities, but also because the international
markets may not be ready to absorb significantly larger intakes
of African manufactured goods, even at prices reduced through
the consolidated effects of currency devaluation and local
industrial restructuring. In several instances, these markets
are %rotected by entry barriers of various kinds, which make
them indeed little sensitive to the mere "price" variable;




- 64 -

- In _prevjously sheltered markets, the profitability was sometimes
very high and much more rewarding than any risky venture on
foreign markets. Hence the sudden and often unforeseen
withdrawal of protections and privileges was hard if not
impossible to bear for the firms.

- The existing lack of (backward) linkages in the industrial

sector: the manufacturing sector operated mostly at the last
stage of transformation processes, from imported semi-final
products whose prices increased with devaluations, which led to
squeezed profit margins.

In this context, the introduction of competitive pressure is
probably a necessary condition to foster economic growth, but it is
certainly not a sufficient one. 1In certain instances, proper
guidance and intervention by the State is still needed.

Indeed, it is apparent that in an increasingly complex
environment, marked by rapid technological change and keen
competition, liberalization policies should be supportecd by specific
action programmes which enable industries to become more efficient
and more competitive.

UNIDO is already assisting a growing number of African countries
such as Burkina-Faso, Cameroon, Congo, Cbéte d’Ivoire, Guinea,
Madagascar, Niger, Nigeria, Senegal and Zaire in improving the
strategic management of their industrialization processes in order
to set African industry on a path towards self-sustained growth.
This new path often requires that industry is restructured, making
it more competitive, particularly by addressing a whole range of
structural constraints and organizational deficiencies which still

hamper the revival and development of industry in Africa.

The problems of adjustment faced by the industrial sector in

the eighties and the effectiveness of a strategic management
approach to support a positive ad iustment process of the industrial
sector were examined at the UNIDO regional workshop on strategic
management of the adjustment process in the industrial sector in
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Africa held in Vienna, from 11 to 15 December 1982, and attended by
delegates (one senior official and one industrialist from each
country) from 21 African countries, as well as representatives from
international organizations such as the World Bank.

The workshop participants endorsed UNIDO’s assessment of the
situation of the industrial sector in Africa and emphasised that
there could not be a real and positive adjustment process of the
industrial sector without complementary measures addressing the
specific constraints and prcblems of industry and its environment.
They approved the strategic management approach developed by UNIDO,
especially the elaboration and management of integrated, industrial
sectoral stracegies and action programmes suitably inserted into a
broader scheme of global economic reforms and other sectoral
policies. They strongly supported the organization of consultation
mechanisms involving all economic agents operating in the industrial
sector.

In addition, the participants:

- Requested UNIDO to evaluate and disseminate the experience of
those countries that had already started strategic management
in their industrial sector;

- Wished that UNIDO would assist other requesting countries in
the organisation of a strategic management approach to their
industrialization process:;

- Recommended that UNIDO improve, consolidate and disseminate the
methodology and instruments underlying the strategic management
of industrial development:

- Urged UNIDO to finalize and distribute a comprehensive report
of the workshop, including the background documentation:;

- Called fo. tighter co-ordination and co-operation between UNIDO
and the World Bank in assisting African countries in improving

their industrial strategies and policies.
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A.3. Toward a Strategic Management of the Industrial Development:

the approach and the methodology.

The strategic management of industrial d~velopment is an
action-oriented approach to support the restructuring and
development of an industrial system in the context of the programmes
of reforms initiated by African countries to improve the situation
and management of their economies. This approach is based on a
system of co-operation between the Government and the public and

private actors operating in the industrial sector.

The overall objective of the strategic management approach to
the industrialization process i- the development of an efficient and
competitive industrial system, which will contribute to the overall
modernization and growth of the economy. The main features of this

approach are as follows:

1) It focuses on the formulation and implementation of
strategies and action programmes for the restructuring or
development of specific industrial subsystems which offer
opportunities for efficient and competitive industrial
activities (1). The action programme aims at improving the
organization and functioning of the industrial subsystem, in
particular, at developing new industries; expanding existing
industries, and developing the required technological,
marketing, managerial and other capacities.

2) The strategies and action programmes are formulated and
monitored by strategic consultative groups which are
established for each industrial subsystem. These include the
key public and private actors operating in the subsystem:
industrialists, suppliers, distributors, and financial,
technology and training institutions.

(1) An industrial sutsystem is a necwork of productive and service
activities which develops around a basic resource and/or a final
market and/or a technology. The subsystem includes not only the
industrial activities but also all the supporting services (supply,
distribution and marketing, transport, financing, development of
technology, training).
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The Government, with, if necessarv, the technical and
financial assistance of donor countries and institutions, can
support the operators of each industrial subsystem in the
implementaticn of their strategies and action programmes with
specific measures and policies. This Government supporting
programme should, however, be linked with, and monitored in
relation to the realization of specific performance targets
and be consistent with the overall framework of

macro-econonic and sectoral objectives and policies.

The basic organizational framework supporting the strategic

management of the industrialization process includes three

interrelated organization systenms:

1)

2)

3)

A technical support and information system, usually based at
the ministry of industry and working in close co-operation
with the actors operating in the industrial sector and with
the other ministries concerned. 1Its main responsibilities
are to assist in the identification, within the sector, of
relevant industrial subsystems and the in-depth diagnosis of
these among them that have been selected as deserving
priority action (see item 2 below). Its respon-.ibilities also
include the organization of strategic consultative groups,
the preparation and implementation of the strategies and
action programmes by the strategic consultative groups and
the preparation and monitoring of the Government supporting
policies and measures.

An intergovernmental decision-making system for the selection
of priority industrial subsystems to be included in the
strategic management process and for the approval and
monitoring of the programmes of policies and measures to
support the implementation of the strategies and action
programmes for the restructuring and development of the
selected industrial subsytems.

A consultative system between the Government and the actors
operating in the industrial sector to review regularly the
performance and development of the industrial sector.
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A.3.2. The methodology

The methodology underlying a strategic management process relies
or a consultation system that carries out the various steps of
strategic analysis, strategic choice and strategic implementation
through a steady process quite akin to corporate management.

Although there is clearly a sequential chain of different phases
to go through, this should not be viewed as a once-for-all process.
Indeed, the consultative mechanism allows for a steady, recursive
reference to the process, with quick response to changing
environmental conditions and exogeneous shocks whatsoever, or simply
to the upgrading of available industrial information. Altogether,

one may distinguish three phases in the process:

Phase 1: jndustrial survey - identification of priority subsystems

We adopt from the start a systemic approach: we do not pretend
to consider the industrial sector as a single entity, but rather,
for operational reasons, do we handle it as a -more or less-
organized network of various subsystems.

A subsystem, as introduced above, is defined as a consistent,
integrated set of economic agents which has developed around certain
resource(s)/product(s), a certain technology or certain markets.
Clearly within a subsystem, one can find a dense network of business
relations among the economic agents, whereas different subsystems
may be entirely independent from one another. Note that as a broader
concept, the term "subsystem" includes what is traditionally called

Y"subsector".

The first phase of the process actually entails two steps: (1)
the identification of relevant subsystems and (2) the selection of
priority subsystems. Both the steps rely to a large extent on
quantitative techniques. As for the selection of priority
subsystems, its aim is to concentrate efforts and scarce resources
on targeted clusters within the industrial fabric, chosen according

to economic, technical and sometimes political criteria.




hase 2: ulatio f strateqgies

For each of the priority subsystems, an in-depth analysis
will then be carried out, to highlight its organizational structure
and reveal its strong and weak points, its resources in terms of
investment capacity, skilled manpower ..., its bottlenecks and
opportunities for further growth.

Given the current situation of the subsystem, we shall then
formulate strategies aimed at setting the entire subsystem on more
appropriate tracks for its further development. This includes
identification of new markets, perhaps of market niches for very
targeted products, the design of new products to respond to the
changing demand, the required technological back-up, etc.

Objectively, the right strategy may not be unique, insofar
as several alternatives may yield interesting results. Hence we
formulate different scenarios of growth and let the host government
choose among these alternatives.

At this level we have worked out, for each of the priority
subsystems, a specific group strategy. The next step is to convert
these strategies into integrated, consistent action programmes, and
to design the set of incentives that may be required tc conduct the
members of a subsystem to select individual strategies compatible
with the group strategy that has been worked out.

Pl . £ lati : . o] £ 3
.

The action programmes basically translate the recommended
strategies into their operational requirements.

Typically, an action programme encompasses three components:
- an investment programme,aimed at the productive capacity of the

subsystem (restructuring/rehabilitation, expansion or creation
of new plants,...);
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- support activities aimed at the subsystem support services:
banking institutions, training, transportation,
infrastructures,...;

- a package of reforms to be carried out by the Government in
terms of industrial taxation, protections, tariffs and quotas,
forex policy, regulations and incentives, administratives
procedures,etc.

If the recommendations pertaining to an investment programme to
be promoted in a specific subsystem may reasonably be designed at
the level of that particular subsystem, it goes without saying that
whatever reforms concern either the environment of the subsystem or
the Government’s expected role in its development go well beyond the
boundaries of the subsysten.

Indeed, the homogeneity of the latter class of recommendations
across the various subsystems has to be established, so that the
actions programmes represent altogether a fully integrated package
of reforus, which is consistent at both macro- and micro-economic
levels.

The steady process of consultations that is at the core of the
strategic management approach allows for, not a unique "top-down,
bottom-up" process, but rather a sequence of such processes,
ultimately converging to those actions programmes that meet both
macro- and micro- requirements.
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THE CHAMUER WOVEAENMT [ ZAABIA: AEAJER SERVICES
AlD OPPORTUKRITILES

1.0 14ToDyCTION

1.1 The Chasber Noveseat in Zambia has come a long vay. The
Lusaka Chasber of Comeserce and Iadustry (LCCI) was foraed :
just fter the Great VWerld depression on May 15, 1933. The
fersation of the LCCI gave inspiration teo other business-—
sca to comstitwte thesselves ia Chasbers ia sajor industrial
and Coamercial ceatres in the country. Eversimce the

Boseatme of the Chaaber Moveseat ha s never slackened.

1.2 1Im 1935, as a comsequeace of a felt necd to put im place
a2 matiomal body, the Associated Chambers af Commerce and
Industey (ASCIA) wes formed. However. for sose reason or
the other. ASCOA was disbanded in 19357 only to re-emerge
in ihe same year uader the name of Coasercial aad

Industrial Association of Morthern Rhadesia (coniaor).

1.3 Un dctaber 24, 1954, Northern dhodesia became the
independent and sovercign Republic of Zambia withia the
Comsonveal:h of Nations. #aturally and to coafora with the
mew sovereign status, CJOALAIR was changed to the Zaabian
Indesirial and Co."%-cial association {ZINCON) on

Septesbec 20, 1964. ZINCOW existed uatil September, 15
1989 when it was changed te the Zogkia Confoderatisn of

imdustries and Chanbers of Cosmerce (ZACCI).

1.4 The Change 0 ZaCCl case as a resulc of the aeed to accord che
national Chaaber a2 name befitting its scatus as an
ssbrella for all town and district chasbers of cosserce
and indusiry, on ene hand, and Trade Associations an

the ocher.

2.0 CONPOSITIVA
IACCI, as a anatianal Chasber of Cosmerce and Indusiry is
constituted by town and discrict chagbers of commerce and
industry situaced in sajor towns and citicy of lambia, on one
hand, and Tradc Associatdons, on the ocher. The full lists of

Chasbers and Trade Associations are at ‘he appendix to this

paper.
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3.0 MEAJERSHIP

Mesbership inio ZaCCl is effected by way of joiming the
local Chaaber of Coseerce and induscry. a ocher words
spom joiming .ne local Chasber, ome aucomatically becoses
a menber of ZaCCi amd deserving of all the comcssitaat
privilc 988 aal obligatiens. However, busimess eaterprises
. are at liberty :o apply for direct corperate sesbdership
after joimiag their local cnasbers. The advantage of
direct corparate sesdership is that coasunication is faster
than i3 the case whea this is dome through :he mesber”s

lecal Chasber.

4.0 ZacCi 0RGANS

The policy forsulation and orieantation of ZACCI ace
executed by the ZACCl Joard. The Joard comprises all
Chairsen of 1acal Chasbers and Trade Assotiatioms. The
Board in turn has varilous Cossictees which deal with
specific sacrers. ac presemt, ZACCI has Six (5) Cowmitcees

as follows .

(1) Governsen: Lizison Cossittee.

{11, Finance and nanagesent Cossitcee,

{ii: )Aenbership and Public Relations Cossitiee,

{iv) inceraal Trade and Jusiness Developscnc/SADCC Commiitee:
{(v) Iaternatisnal Irade Vevelopsent/PTA Comaittes

(vi) Transpor:, Emergy and Coesumica:zions Cosmittee.

5.0 WERJERSHIP SERVICES_ANO 0PPIRTUSL.IIES

Like any Bational Chasber in the World, the fundasental
sandate of ZACCi is to facilitate orderly and profitable
beusimess operacions for its sesbers. In :his respect, ZACCI

keeps its esesbers inforned of developsencs which are likely to

negatively affect their busincsses, on ons haad, and
briangs cto their attemtion opportunicizs which say enhance their

profitabilicy on the acher . This zverall and Ffar-reaching

objective is achieved thraough che many ani varied serviges

which ZACCI puts at cthe disposal of iis mcabers,the principal

of which arc given below: -




(a)

(b)

Represencatioa

IaCCl represeats its meabers om the followiag Goverasmeatal
and quasi-Coveramental ergaas -

(i) Foreiga Excaange fanagenent Committee

(ii) Prices and Incoses Comaission

(i3d) Zambie Jeén,and Sssed Asthoricy,

(iv) Zaebia 3wreaw of Standards

(v) Managesent Services Joard

{vi) Zasbia Cemctre for Accowatancy Scwdies -

(vi1) Seall Scale iadustries Oevelopaent Jrgamisation.
Trade Missioens

in its comtimows efforts co keep its sesbers abreast
vith scientific and techmological developumeats ZACCH,
vith che g2merous assistance of the URDP, has pst 1ia
place a prograsse of In-ward and Juc-ward Trade -asd

Jusiness Hissioms.

The Aissions eadeavour %o oring Zasbian busimessscen and
vosen face-to-face with dusinesssen and wosen of other
couatries. la 1349 alone. ome in-wari s1ssion and cwo

out-ward missions were sudcessfully executed.

The In-ward Hissiom imvolved a grouwp of Japamese Dusinessaen
and busimess correspondencs who came to explore investsent
opportunities/joint ventwres aad otherwise in Zambia.

The uis:i;u which took place in #arch was later

reciprocated by a delegation of Zambias Jusinessuen in

Juae 1939. The Owc-ward Mission covered Po~tmgal, Cuba,

the USA and Guyana.

In these mission exchanges, tremendous information was
exchanged with regard to receat developsents ie science
and technology. Equally significamt, is the Fact that some
Zasbian compasies sanaged to conclude joiat veature and

techanology transfer agreesents with 2 nwaber of eaterpriges

in the countries visited.
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ZaCC: . om the other hand sanaged to facilitate the
participacion of a ausber of its meaders in the $aOP
sponsored European [mnvestment towr which was led by
the MHomowrable diaister of Commsrce and ladustry i
doveaber, 13d3. Again the scientific and
techaological awaremess which the participanats

gaimed fros the towr is tresendowrs. [t is eavisaged
that with the comtimwed assistance of YAOP and other
Imcernacional aid Jrganisations, ZaCCI will imecrease
the frequeacy of Trade »ad Jusiness dissions for the

benefit of its seabers.

Joiat Vemtures

ZACCL stromgly delieves that 1t is fundasentally
isportant for Zasbian Cospamies, both in the putlic
and private sectors, to keep abreast with the state

-~ of-the art in as Far as technological and scientific
developseats are comcerned yorlduwide. Indeed with

2 populatios growth of 4% per anmum aad a crushing
external devt of US$5.9 billion, which works out co

2 US3353 per capital exteramal indebtedness, Zasbia

is in 2 Wurry to develop its socio-ecomosic iafras-

trycture.

In its eandeavour to ecaplement Party and Goveraseat
efforts, ZACCI is actively encouraging the solicitation
and couclusi;n of joimt veamtyres asoag its members

and interested parties worldwide. In this respect,
IACCI manmaged to successfully comduct a pioneer study
of che efficacy of direct international industrial
cooperation asomng Zasdiaa enterprises and their
counterparts in the industrialised couwntries of the
vest. Jetuwses the 18th and 20ch of Oeceabder, 1339,

the Executive Assiscant (Economics), whe mag exgcuted
the study, was iavited to participate in an

intersational ad-hoc Expert Group deeting (EGA) on

Enterprise-to-Enterprise Cooperacion (ETE) im Vieana,

Ausitria.




td)

The EGA yielded conclusive evidence about ETE as a
sijinificant supplesear ts cradicional foras of
internaiional resource Flows. 1 is eavisaged that
what has deen put ia place will issue ints an avalanche
of capital in-flows. ZACCL. an ics parct  has wmade

an uwadertakiag that a1t will readily cooperate with

aad offer 1ts professional expercise to local and
forcign dusimess parties/concerns who eay de desirous
of getting am insight .ints the availadle wealth

of investment 3pporzunities in Zaadia. dacurally,
ZACCI will remain indeoted ta UNIDJ for haviag kindly
draun it iato the Ffacilitation of ETE.

‘arket_gesgrﬂcq

The callectinm and callation of macket data and
infarsation and ctne sudsequent disseaination of che

same acre equally among the k2y sandates of ZaCCI.

Usingits limited resaurces, IACCI, fros tiee to tinme
conduccs coasddity macker SUPVEYS yi.h a view 1o
h.ghligh.ing exiscing and pocencial dusiamess
opporiunities doth for lacal and foreign business
¢oncerns. In Jctoder,1333, 2ACCL was fartunate to be
avarded a consultancy o execute 4 FPIA Desand Survey

on Leather Products in Zaabia.

The survey, which was conducted by the Executive
Assistant |Economics) was ason) scher Pin caesadity
demand and Surgiys vhich were cabled and discussed
during cthe ¢Ta duyer/Seller Colloquius shich tagk
place concurrently with the Firs: ever 2la Leather
Fair tn addis-ababa, Ethiopia between the 25th and
3dth 2f Ganuary 13399, 2aCCH eacsuraged and helped
L3 expedite the participation of four (4) of its

sesbers (Kaora UL-d, liezi Led, asaria Leather

Induscries Ltd and Zaabia Jata Shoe Co Lcd).
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ZACCl, on cthe other hand, has been publishing the

ZAd3lad JUSIHESS journal which i: wses to educate

1is mesbers. and the genecal public at large,

about che general ctremds and topical issues in the

lasbian 2condmic envirommeat. in additiosa, a

ME4SLETTER will s39m go inza priat to reimnforce

the jowramal. The dewsletter will entirely cosprise

data and inforsalion on trade and imvestaeat

opporiumities in Zasbia and che world. It is gratifying
to mate chat the Uniied dacions Jevelopaent Pragrasae
\UNJP; under its institucional dbuilding programaee

has kindly extended pact of i:s Fimancial fesaurces

to ZaCC1 to facilateche escablishaenc of a trade

data anJ iaforsation mecwork. Jdbviosusly, chis will
dynamise the capacity 2F ZaCC! c2 answer to ics amesbers-

needs in a cimely and efficient manner.

Trade Fairs aad Exhibitions

ZaCCl also realises che 1mportance of saketing

through trade fairs and exhibitions. Codsegquently,

1c actively prosaotes its mesbers! participation

in local 3nd intermatiomal trade fairs and exhibitions.
Indced, nst only does ZaCCI wrge its mesbers to
participate in fairs and exhibitions organised

by others, but also orgamises its own exhibitions.

In May 13383, far instance, 2aCC: organised and
execuied a2 highly successful exhibition at the
Aulungushi [acernational Conference Centre. The
objective of cthe exhibitiisn was tuo-Fold, tc wuppsa.
the cop leadershiy in the Party and its Governseat to
vhat 1s and can be produced by Zasbiam Coaspanies

Jin line wicn the neuEr.onomic & :covery

'&'agranne these >f ‘Growth from our Ressurces . and
to equally enlighcen 2aabian Cimpanies about what
resources chey can procure fros each other which

they asay have peen 1@8)art.ng hicherta.
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ft is gratifying ¢3 note cthac chis two-proanged

abjeciive was fully and sactisfaczoraly achieved.

in the new year LaCCl has plans o assist ics
comnstitueas. Chasbers t3> srganise and hos: siailar .

exhibicioms in their localirties.

if) Sesinars and Jusimess Luacheans

Like any oacther Cua-be; Advesent, 2ZaCCl also

organises Semimars and Jusiness Luncheons as media

for exposing its sesbers to conctempirary socio-econoaic
developments in the councry.Xey spcakers at sesinars
and Jusimess luncheons are noraally high ranking
officials in the Party and its Governmeatr ani the
Private sectar aad residenc international

organisations.

S.0 LJICaL CHAAJER ACTLV(TLES
The activicies of local Chasbers of Cosaerce and
fndus:iry are maturally concentrated on the
facilitation of busimess operatisans in their localities.
Given resourceS chkey replicate at a lowver scale,

some of the servises which are offered by ZaCCl.

in serving their sesbgrs, local Chasbers keep
contindus dialogue with cheir local Party and
Gavernment authorities wich regard to all satters

of mutual interest. Such cooperation nad issued

{and continue te issue)into scronger Local authorities'
superintendency of business operations withia cheir
jurisdictions. A case in paint is the an-going
resurfacing of dountsum pavesments in Lusaka. The
directive to busimessaen to effect the resurfacing was
comsunicated in close liaison wich Lusaka Chamier

of Cosaerce and tadustry. againsc :zhis background,
one would like to seo local Chasbers incorporaced

in:o organs of lacal avthorities wich a view >
s.reng.nening the prsicive coniribucian of resypective

residen: business cossunicics.
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THE QJLE OF TdE 2QIVATE SECHIR

7.1 Tne discussion of the Chamder Jdoveszat 1a lamold can aever

de abszractel) froe the 1ap0rtant role of che private sector 1n

the resuscitatioan of the Zasdiaw cconomy. Like any couatry in the

dorld, Zamdia cam nd¢ have any edre resyurces cthan what its citizeas

have. Consequently. tme exteat ¢ which individual citizeas are

sorivaced ta exart theaselves in the process of resource sodilisation
and socio econadmical productisa will eveanrually deteraine

the level of Jevelopuent of thne econoay.

7.2 f[n Zasdia, ome mpy wish to arguz that the Jeterioration in

the performance of the economy vegining in 1373 bgs Ve a very large
exteat dcen 1afluences by the uudérdevclog.eut of private 1mitiative.
The pre-1375 peridd was characteorised oy positive wJP grawth rates
sainly because of high 1aternat:anal Copper prices. The collapse

of the same im 1374, exposed cthe valncrability of an econosy devoid
of a strong private sector.

7.3 Efforts at puttiang in place a viavle private sector have
however. Deen thwarted oy incessan: covernsent palicy shifte which
had bred am atmosphere of business uaconfideace amdony actual and
potential i1nvestors. The on and off price contrals, che bascy
exprapriactions, etc, anly managed co further put off the day when
the private ousiness cossuaity would d22come a stronyg ally of
Government in -watrucizz.ag che country's calonially bequetted
1afrastructure whecih is incapapdle of rperating Jutside the orbit
of descern financial and econseic inscitutions.

7.4 The nced for an econosic znabling emavironment canm hardly be

over capkasised siace it is the sin jua non of private initiative
and the benefits associated with it. Ihe fundasencal advantages

of privace sector 1miCiative wfr< expartly put by Toa Jethell when
he ar jycl that

de can best appreciate the advantages of private property by
considering che drawbacks cf a saciety without it. [a such
a sociecy, individuals are frejuently ~disconnected - fros

the consequences of their actions - wh:other chose consequences
be advaatageous or detr.senczas... Jy this i mean that they

will niether have to pay C)diimsurac:ly Far cheir O0Xxirayangagee
asor will tney oe paid coaasaseracily  for their effarts. The
revards of ilabor amd self-é=nial. 2ad the penalties of idlzness
and self - indulgence will noc :ccru:z  to chosc whd have

~earned- such sutcomes (Journal of Zconosic Growth , Vol. 2
do. 1 1337:4)

7.5 The above 3rja433T3c a0n UNCEPSCures (pe 1dezas of responsibility
and revars upon which the cancep: aad practice pf private initiative
are based. It is unfortunate thac chis: cwd strategic Pillars of
economic grouth hawve aot been developed in Zaebia because of bosh

the parastatalisation of the economv and the adscncc of gomamensurate
renueseration for skills and specialisations. The Fact thact this

#s the case is acceptaole, what 1s moc acceptavle 1s to let it
continue yaysmcd-
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7.3 9Juarcte clearly tne Party and its Jovernaent should syste-atically
eater upon a prycess 2f liasenrn] Che monopely gr1p 5f the Parasiatals
sectar over certaia ecJndelC arz2s. it 1S incoaceivadle, far

instance. €O persist with (Che Zawvira 3tate [asurance Ceroration(lSlC)
as the only dealer 1n irsuranc: services. derther 13 12 esonosically
feasible to sustain the aonopoly of Zawd:2a Jreweries Lisited 1a cthe
brewery imdustry. These and osther son)pviles wece constitseted when
the papularien of Zasdia was araund & aillion pedple. Javiously, 2t
is swlikely thac che eonopalies can have the capacicy, even taking

into account expamsians. ©J serve 4 population that 1s alaost tuice
what it uwas uhem Chey were escablished.

7.1 Viewed against chis dackgrounl. _cies has come ta eepeal the
Insurance Companigs (Cessatian and Teansfer of Jusiness) act Cay 711

of the Laws of Zamdi2 which eashrines the aonopely of IS1C Limited.

Jn the other haad, the 3recuvery industey aad ather iadustries in which
sonopblics persist, should pe apencd €2 coaperitidn. [ndeed, it would
ne Jdesirable ta lisic State participatidn T majar pudlic ptilities

and those sectars where the nature >f i1nvestaeat capital sutlays
relative to imitizl recurns 83y a5t be attractive €2 the private sector.

7.3 The urgency of instituting such economic policy can nardly be
doubted especially in the Face ofrzceal develoypmentis osch in the

region and veyand.

7.9 To starc with Che successful ar-sel of tne diseancling af the
abosinasle apartheidcregiae 32 South nfrica and che indeyendence of
Namibia will certainly alger cnec cconlatc cosplexion and forrunes of
the econdmies of he sud region- Jicn apartheid out of the way cher?
will pe no carchly justification o sustain che econdmic 23ycoct and
isolation of Souch wfrica. 3axC and the 2Ta. far instance. which w2re
formed partially vecause of the iaperative »f reducing 2conomic ti1es
vith che racist regise. witl naturaliy and willynillyapen their doors U2
the new and free 3Souch arica and damidia.

7.1 dow with the dasic infrastruccural advancage of South Africa
in the region coupled J1th 1ts 3pen aconomic palicaes. 214 and nevw
invescaencs will sovisusly head chera.

7.11 Jy the sase ceken, cthe heroic dissancling of the Jerlin wall
and the overpawering wind of Percstroika in che East nave unavoidadle
sacial ccanomic srepercussions sn the Jorld econdey. uhether one likes

it or ndt.

7.12 Prior to the eveals 1t the East. the dorld zcondeic 83p had b
been patterned on Capitalise versus Ciemuniss Dasis. The inward

looking econdmic Jolicies of the Last pased on Central plaaning and
public ouwaerahip had inevitally kecpi at bay sassive Vestern investaents.
Ia the process Third dosld Countries, including laebra, had consti-
tuted 2 vent for destern 1avesTasals in tight of protectionist policies
asoay Western econosies. douw, chis faresula is ao longer tenable 19

the face of reforas in the Coesunise Jorld.
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7.13 alr2ady Jdestern econseics a-e jarliny theaseives in re-diness

to tak: advancage of the massive mackers of the casc. Indecd. anocher
darshail a1d (PL&JU) is wadaruay 22 521l sul the Easc. The availabilicy
of develeoped tasces which had ean Jeni-uy ynder rehodox Crgmunisae

and cthe highly Jdeveloped economic infrasctruccure censcltute a package

of variables wnicn will wmake the Third 4>rld aJacacaitias 1a the
compeliLian L2 attract imternstional resource flows.

7.14 Vicwed agaimst thia backdrop, Zamdia sheuwld not fall back froa
the general trend in as far as pucting in place ccanomic policies to
eacourag: loscal eaterpreacuralship and to attract incernational
capital.

7.15 ia doing so, there is an uirgeni aced > duiid a busisess
enabling eaviranmsnc chat will inceralia, guarantzz uniaterrupted,
business speracians. It is wot cnough t> sisply scatz that private
lsvescacacs are welcome. Jhat is impsrtant is to imcludz ia the
3ia-estecat dec a clause explicicly guaramteeing against undue
expropriazion. This will estanpiish canfidence aadag lacal and foreign
eaterprencurs and ensure aucual parcaacship becwean the puvlic aad
private sz2ciars in cthe process :f acsnsmic reciyvery and future
develojmenc. This argumentatisn was apcly put oy che Enadliag
Eaviryaaca. Conference when it assorced thac:

---the tuin challenges >F cecovery and devalopmenc cannot

22 3t Jy State iniciacives alone. The fPrivata Sectar -

bo:h ausiness and privace deveoilopment agencios {PIOA!S) - ausk
csllapsrate actively aajng cheaseclves and wich Gevenpment t>
achizve these abjectives {Tac Enablieg Edavironment Conference,
daird3di, XEdY4, 21 - 24 Jdccader 1935:4).

7.135 dhilsc on the saae. it is impsrtast to highlight che pasitive
aad cospliscatary rale th:t the privace sectar can perfore in un-
burdening Sovernment and local auchoricies of certain budgetory
constratais.

A particular cxaaple in this regard is the feasipility of contracting
the privatc sectar to execu.e dJuiics which aay ¢radicionally be chought
of as sandaces for che Central vovarnmeat or local authorities. There.
is @m0 reason, for instance, why local authorities {Jistrict Councils)
in Zaabia cannot comtracc privace eatcrprises to cellect refuse and

do gencral cleaning in cheir towns.

7.17  The norsal explanatian fir che failure by Councils ts callect
garbage is chat they da not have sufficient fuads :co byy gambage
collectisn trucks. Unfarcunately what they fargec is thac they can use
the litrlz soney they have to pay private eaterprises co collect
garbage aad keep their touwns clzan




8.8

- 82 -

SUARARY JOF PROFOSARS FOR ENHANCIAG THE CFFECTIVEMESS
JF THE CHadoz? MOVEAGST Ia Zaddla

7.1 Mhilst cecoagr sing and lauding the loag history of
the Chasber Hovement in Zambia, ome has te at the
sasetise appreciate the fact that there is alot of

distance yet to be covered before we cam begim to talk
of ZaCCI as an all-embracing NHatiomal dusisess

Orgamisation.

7.2 Currently, the organisation has difficulties relating
to too maamy enterprises operatiag outside its asbit,
insufficieat staff, inadcquace fimancial and saterial
resources, to nase, buct a few. daturally, ZACCI is
saking all efforts to solve some of these and other
constraints. MHowever, chere is need for strong and
consisteat imstitutional supporc to the Chasber

Aovement. in this regard,one would like to recosaend

that : -

{a) cthe party and 1ts government should sake it wmandatory
for all existing and upcoming enterprises to belong to
the Chasber Hovesent in their localities. The advantage

of such a seasure is sulci-pronged,

i) 1t will make it extremely easy for the Government

to monitor the activities of the busimess
community 1ia the country. At preseat there

are too l.%z{efcase conpanies/t&%ﬂ% operations

the Govermeent knouws next to nothing. In
reference to the sase, the recent asseably of
the PIA/Federation of Chasbers of Comserce and
which was held in Bairabi, Kenya, even went
ferth~r and argued chac

Govgragents ‘n che PTA sub-region are struggling

to - 'tain(si¢c) with bogus or briefcase’ business

peoplc who have been able to obtain isport
dereits or Foreign exchange at the expense of

organised and properly regiscered operators

and ill mally using such licerces/foreign currency..
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in some cases che persicts and the foreigm currency
has (sicj bees sold at bdblack sarket rates to
legicisate operateors who are aluways desperate due
to limited availability (PTA/FCC{ Gemeral asseably.

fairobi, J3ch - 12¢h dovesber. 1333

Following chis observation the asseably had likewise

urged Pla aemder countries to make 1t mandatary for,

.---.anyone in farsing. comsme-ce sznufaccturing

professional wadertaking etc. &> be a registered

aesber of t(heir respeccive daczional assaciations before

they are allowed ¢5 aperate recognised and exposed to

licences fareign currency, tenders ecc(ibid).

Secondly, the measure will streng.hen the positioa and

role o5f ZaCC1 in its dusiness regqulatsry and advisory femctiems.
The concinued exisience af che larges:z proportion of

businessz2s outside ZaCCI has a. _imes eroded cthe capacity af
ZACCi as an uedrel!a dody for Dus:.acss organisations ia che

couniry.

(i11)Equally significant is the facc tha: ZACCI will providé-

(iv)

The

the

a2 one-siop-office for che Governmen: in as far as gawging
apinions of the business cassuniZy in the country is cenceraed.
in che present circusstances therc are far oo sany

discrece and discordant voices f.eding into the Sovernment

sachinery froas the business comauniiy.

Lasctly, it will beos: the financial saterial and
resource levels of ZaCcCl.
Party and its Governsemt should aiso consider

incorporating local Chasbers of Cosserce and Industry in

operatiomal organs/coamittees of local Auchorities/

ODiscrict Councils. FThis is especially important with

regard to those orgams which deal with socio-econzaic

developeenc issues. The imcsrparation would greatly enhance

the

sonitoring of dusimess operations at the local levels.
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(c) The Government shouly consider taking further steps along the
road to full econosic liberalisation oy iucludiag a clause ia
the Investseat Act that will guaraatee actual and poteatial

local amd foreign iavestors agaiast undeue expropriations;

(d} It is tise also that the Govermmenmt's liberalisation touched
the dosinamce of the ecomosy by parastatal somopolies with a
view to enly eacouraging state participation imn key and
strategic sectors. To facilitate Jdemomopolisation of the
ecomosy amd to quickly mobilise fismancial resources, the
Governsent should establish a stock-exchaange; even one that

say operate at appointed times only; and

{e) The Central Governsent and Local Authoribygs/Jdistrict Councils
should learn to contract th:z private sector to execute certain
public utility services 2s a means to lessenr budgetory pressures
and to avoid calling upon the private sector only when the

crisis has struck.

16/2/90
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Introduction.

In this paper the actual and possible role of the Technology
Development and Advisory Unit (TDAU) in the industrial
development of Zambia are assessed.

The history of TDAU is shortly reviewed.

Much more attention is given to the present place of the unit in
industrial productive Zambia.

Its connections with the different group of manufacturers and the
strengths and shortfalls of this programme are evaluated.

Possible developments which could increase TDAU’s contribution to
a qualitative and quantitative grow of Zambia’s industry are
mentioned.

One of the developments which needs separate attention is the
possibility of transferring or extending TDAU to a National
Centre for Engineering Design and Manufacturing.

The origin of the idea for such a centre is traced.
The reasons for such a Centre and its functions as identified by
a consultancy mission are listed.

It is then assessed whether TDAU would be a suitable core for
such a Centre.
Problems and preconditions are summarized.

The conclusions and recommendations are finally gone through
again.
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Short history of TDAU.

The technology Development and Advisory Unit (TDAU) of the
University of Zambia (UNZA) was established in 1974 as part of
the School of Engineering.

The main goals of the unit could be summarized as:

1. To help and advise on the design and production of
agricultural and household equipment locally.

2. To serve as a development centre for new equipment and
processes aimed at replacing imported models.

3. To act as a clearing house for designs and prototype
development for other organizatiocns.

4, To stimulate grass-root development of rural areas
towards self-sufficiency.

S. To serve as a centre to pool advise from UNZA to

various local industries.

These goals can still be considered to be valid for the unit as
it is today, although major changes occurred were it comes to the
actual way in which TDAU tries to reach these goals.

The first years at the unit were governed by the idea of
*Appropriate Technology” defined as implements which had to be
made from materials and tools which were commonly available in
the rural areas of the developing countries.

Already then TODAU tried to improve on designs forthcoming from
this trend. A small design section was established.

A metal workshop and later a wood workshop were established in
order to make the production of piototypes and small series
possible.

At the end of this first phase TDAU had an infrastructure with a
good potential for the production of implements referred to in
its adopted goals and with a modest design section which was
prepared to give its contribution to the development of new,
lZambian products.

Lacking was a clear insight in what the Zambian society really
nseded and the instrumentarium to acquire that particular
knowledge. The choice for TDAU’s production package was governed
by what the international literature offered in the field of
*Appropriate Techriology’.

This led to an accumulation of both useful and useless gadgets
which did not find their way out of the workshop into the Zambian
society.

In the second phase the sub contracting of need survey studies to
other institutions within Zambia gave a better insight in the
problems and the state of development in the rural areas of
Zambia, but the mainly social and economic analysis, because of
their distance to the practice of technological design and
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development, were not translatable in technical requirements.

TDAU felt that it was necessary to have both disciplines under
tha same roof and attached a new section to the unit: the
Assessment and Extension section.

The emphasis in the activities of TDAU thereby shifted from pure
technology to technological extension.

The output of the unit had to be not only technologically sound
but also economically viable and socially acceptable.

The involvement of TDAU did not longer stop with a material
prototype but in addition advice, training and backstopping had
to be provided.

Within the unit the different activities were coordinated to form
a continuous and coordinated circle of need surveying,

designing, production, laborataory and field testing and
extension.

The attention of TDAU shifted to craftsmen and small and medium
rural and urban industries as their immediate target groups.
Through these groups the farmers should be reached.

Noticeable is alsoc the fact that TDAU concentrated more and more
on the assessment and testing of already existing designs from
abroad.

The emphasis in the design section shifted to redesigning the
most promising implements to better suite the specific Zambian
conditions or to make them more suitable for production within
Zambia.

This new outward bound, output and client oriented approach
coincided with the wish cf the UNZA authorities that TDAU should
become an independent and completely self supporting unit within
the University. Working to the same formulated goals in a much
more commercial and market oriented way.

TDAU has been given a period of four years to reach this
situation.
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The place of TDAU in industrial productive Zambia.

TDAU is in the first place a development institution, established
to give its contribution to the process ecof development going on
in Zambia.

Furthermore it is a workshop with design facilities. In the wood
and metal divisions of the workshop prototypes and small series
are produced. In the design section existing designs are
evaluated, modified, adapted t& the requirements and praduction
capabilities in Zambia and when necessary new designs are made.

In Zambia there is a big gap in the market for those second
mentioned activities and TDAU has proven to be able to fit in
that gap in the market.

These days were there is pressure on TDAU to become commercial
and financially self supporting, it is very tempting to forget
about the task as development institution.

In order to judge whether that would be a gain or loss for the
industrial development in Zambia it is necessary to clarify the
position of TDAU as a development institution and to bring ocut in
the open here the new philosophy which has replaced the idea of
"Appropriate Technology”" of the early days.

This philosophy of TDAU links up with the developments in the
thinking about industrial development in Africa.

In 1980 the Lagos plan of Action was drawn up by the Head of
States of the Organization of African Unity. The Plan is a firm
expression of Africa’s political will to improve on the quantity
of food products, self- sufficiency and assurance of food
supplies; development of employment, income , living conditions
and all other measures needed to modernize agricultural life and
make it more attractive for people who will otherwise swell the
exodus to the towns.?

The way to reach these goals leads via agricultural development
and mechanization, implying a wide variety of agricultural plant
and equipment to assure food supply, reduce losses in storage,
ensure transport and distribution, improve physical
infrastructures and control water supply and irrigation.

The Lagos Plan emphasizes that these processes can only lead to
success if they are integrated with the whole social and economic
development process, in particular with the rural development.

For the African industry this demands for the local production of
agricultural tools and machinery, integrated in the society as

' Cited in: UNIDO, Agricultural machinery and rural

equipment _in Africa a new approach to a growing crisis, SECTORAL
STUDIES SERIES No.i, Vienna, 25 March 1983 (121)
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mentioned above.

Questions that have to be answered are:

a. what type of mechanization are appropriate and subsequently
which agricultural equipment is needed?

b. how can the equipment be designed and produced in adequate
quantities, using local, human, natural and financial resources®?
and

c. Who will be the producer of the equipment and where will the
production take place. *

Here, at this moment, the answer on the latter question is the
most important.

The UNIDO report: AGRICULTURAL MACHINERY AND RURAL EQUIPMENT IN
AFRICA A NEW APPROACH TO A GROWING CRISIS (Vienna, 1983),
elaborates on several studies done into this field and presents
an interesting proposition for the organization of a local
production capacity.

A translation of this organization to the practice of Zambia
would give a division of production possibilities in:

1. Large scale industry.

2. Medium scale urban workshops.

3. Small scale rural workshops.

Two principles should govern the division of the tasks amongst
these three production possibilities:

a. Production units should not work above nor below their
capabilities.

b. Production units should be situated as close as possible to
the users.

Ad a. The principle that a producer should not try to manufacture
quality and quantity which is beyond his capability is well
understood although not always obeyed.

Working below the capability is too frequently seen: medium scale
industries making hoes, large scale industries making ox-carts.
It is not enough realized that this is a waste of modern
industrial capability and capacity on one side and an
embarrassment for the development of the small and medium scale
industry on the other.

Ad b. There is a great diversity of requirements and an extensive
heterogeneity in production units. Adequate production of
equipment is only possible if the producer is closely in touch
with his customers.

With the enormous problems concerning the infrastructure this
large country has it is moreover the only possibility to solve

*UNIDO, 1983 (128)
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the problem of repair and maintenance.

TDAU as a production unit positions itself amongst the medium
scale urban workshops. This determires to a great extent the
conception of TDAU's task with respect to the other producers.

In its role as development institution TDAU wants to act as a
central workshop for decentralized small rural workshops.

On this idea the unit started a rural workshop programme.

The most obvious need in the rural areas is to repair the
equipment the farmers do have. In the repair and maintenance the
local craftsmen have to play a major role. These tasks can be a
stepping stone towards rural assembly and rural production.

TDAU will start next year with assisting 6 selected craftsmen in
repair and maintenance. TDAU’s mcbile workshop will regularly
visit these craftsmen. The tools will be made available for the
craftsmen and where necessary he will get an on the spot training
from the TDAU staff.

Suitable designs will be offered to the craftsmen and guidance
will be given in the first production and marketing exercises.
Examples of such designs are the adjustable groundnut—-sheller and
the ox—cart with hard wooden bearings and flexible wheels.

The craftsmen will be enabled to buy the same equipment which he
will use from the rural workshop.

This program should be seen as an experiment to determine to what
extend the strategy described in the UNIDO report can work within
Zambia.

For the medium scale urban workshops TDAU is acting as a
development institution for new products.

Medium scale producers are not in a position to pay much
attention to research and development of new items.

TDAU has proven to be able to test implements, available on the
international market, to advise on the most suitable apparatus to
be locally made. Hand operated maize grinders, oil-expelling
equipment and groundnut shellers have been tested. On the program
for next year are the testing of human powered irrigation pumps,
sorghum dehullers, manually operated maize shellers and ox-
powered maize grinders.

Where necessary redesigning is done to replace parts in a product
which cannot be made locally e.g. on ox carts ball bearings are
replaced by hard wood plain bearings and the vulnerable pneumatic
tires by flexible wheels.

Thereby the principle is adhered to that only those parts with a
lifetime comparable to the lifetime of the whole product can be
imported.

Sometimes redesigning is also necessary to make a product
suitable for the prevailing conditions in Zambia, like with the
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Bielenberg ram press a very promising machine for the extraction
of vegetable o0il from sunflower seed.

After making a prototype and a small series of a product it is
supposed to be handed over to the Zambian medium scale production
units.

Research and dJevelopment as described above is implemented for
different institutions, often sponsored by donor organizations
and is mostly done an a comme-cial basis in the form of

consultancy. It is, in principle not excluded that on the same

basis the entrepreneurs themselves could seek the services of
TDAU.

Large scale industry should be able to possess its own research
and development facilities. If these production units are seeking
advice it will be in very specialized areas.

Special expertise available within TDAU can, of course, be
offered and TDAU can coordinate in finding the expertise
available in the University. Such special, well identifiable,
units are well known at the universities abroad and have proven
to facil’tate the way to make use of the experience and expertise
available at a university.

A service which TDAU can offer to the consumers of Zambia and to
the Zambian industry in general is that of quality control.

Both the quality of imported and Zambian manufactured implements
vary widely. Too often some of the products made are of such bad
quality that the task they are meant for cannot be properly
performed.

The fact that these products are marketed is much to the
disadvantage of the customers and the bonafide part of the
Zambian producers.

It is not in the line of an institution as TDAU to lay down the
minimum demands for products offered on the Zambian market, nor
to impose sanctions if these demands are not met.

This is more in the line of a body like the Zambia Bureau of
Standards.

TDAU as an independent institutions could however be used for the
testing of the equipment against the standards set.

In view of the capacity and capabilities of TDAU such a testing
should be limited to small scale agricultural and processing
equipment.

In the above the possibilities and strengths of TDAU are dealt
with.

It is also only fair and wise to alseo point at our weaknesses.
We are strongly limited in our activities, mainly because of our
capacity.

Being a part of the university has the advantages of a possible
independence in judgments and the direct access to the expertise




available. It has however also the disadvantages of a complex and
rigid set of rules necessary to run such a large organi but
restraining for a unit which operates on and in the vicinity of
the economic market.

The University has seen this problem and has set the first step
to give TDAU organizational and operational autonomy.
Institutionally TDAU remains within the University.

TDAU often has to disappoint customers which are bringing in both
too small and too big jobs but we want to concentrate on our main
tasks and we do not want to contend dishonest competition to
other workshops.

TDAU is sometimes blamed to have only attentinn for "simple” and
manual and animal powered implements.

Experts in the field know that these implements are far from
simple and that they offer the same challenge to engineers as
high tech does.

The choice of TDAU’s activities is, certainly after 1987,
governed by the demand of institutions and companies active in
the Zambian society and on the Zambian market. If TDAU thus
concentrated on the products mentioned this is because of the now
existing demand.

Because of this orientation the possible assistance in other
fields is limited, but TDAU will adapt itself to a changing
demand and is able to acquire experience in any other field.




The place of a National Design Centre in Zambia.

The idea of a National Design Centre originates from the
Conference of African Ministers of Industry held at Nairobi in
December 1975. On this meeting the subject of creating capital
goods industries in the different African countries was
discussed.

One of the conclusions was that one of the ma jor constraints for
such an industry was the absence of adequate engineering design
capabilities in most of these countries.

From this Conference the idea originated to create a regional
institution to promote the development of machine design
capabilities within the African countries.

ARCEDEM (African Regional Centre for Engineering Design and
Manufacturing) with its Secretariat in Ibadan, Nigeria is the
materialization of this idea.

The main objective of the Centre is to assist Member States of
the Organization of African Unity (0AU) to identify and to
develop their capability for engineering design, manufacturing,
training for engineers and technicians in the field of industrial
and agricultural machines and equipment, including production of
spare parts for already existing machines>.

At the request of the Minister of Commerce and Industry a
consultancy team from ARCEDEM visited Zambia in 1987 to assess
the needs and possibilities for a National Centre on Engineering
Design and Manufacturing in Zambia.

After discussions with many organizations they concluded that
their was a very apparent need®.
The reasons for setting the Centre where therefore formulated

as”:

a. for the enhancement of engineering design and
manufacturing capabilities in Zambia;

b. for possible linkage between research institutions, the
University and Industries;

c. upgrading of programmes in design and manufacturing;

d. for increasing activities in machine design/development

as well as the involvement of Zambian engineers in
industrial projects which are beneficial to the
country;

°ARCEDEH/UNIDO/ECA, Establishment of National Design and

Manufacturing Centres, Lome, April, 1986.

“ARCEDEM, Report for pre-feasibility studies for creation of
National Centre for Engineering Design and Manufacturing in
Zambia, Ihadan, June 1987.

®ARCEDEM, 1987 (10)




e. possible linkage with other National Centres in Africa
and the regional centre ARCEDEM.

Further details of the Zambian centre were then worked aut in the
definition of the functions of the centre as to®:
1. Provide and run training courses in engineering design
of machinery and machine components for qualit+ied
professional mechanical engineers.
2. Provide and run training courses in the design of
machinery and machine parts for qualified mechanical
engineering technicians.

3. Provide and run courses for the training of mechanical
engineering draughtsmen and tracers.
4. Provide a service to industry to undertake the design

and production of spare parts for capital machinery and
equipment where these are no longer obtainable from the
ariginal suppliers.

S. Undertake the adaptation design and development of
machinery and equipment imported from other countries
at the request of Government or private sector
companies, or on its own initiative as thn case may be.

6. Collzborate with universities and other research
institutions in the develcpw=2nt and production of
machinery and equipment based on indigenous design or
research.

7. Liaise and collaborate with the Regional Centre
(ARCEDEM) in programmes and activities for the
promotion of engineering.

Interesting is also to quote what the Zambian centre should not
do: "It should not act as a Centre fcr general engineering
training, but for specialized trainimrg and professional
specialization for mechanical engineers and technicians who are
entering ‘nto machine design ard production as a career, after
obtaining heir basic degrees or diplomas.

Furthermore the National Centre should under no circumstances
undertake craft training. This should be left to the trade

centres”".

As target groups for the National Centre the regional centre
ARCEDEM point at the larger scale industries®;
- the engineering core industries engaged in the
production of rpare parts for the rehabilitation and
repair of capital equipment and machinery, industries

“ARCEDEM, 1987 (1)

7ARCEDEM, 1987 (15)

®ARCEDEM, 1986 (29-30)
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engaged in the mamufacture of components for
agricultural equinment and industries manufacturing
general engineering accessories and tools.

— the resource based core industries engaged in
Processing agricultural raw materials and products and
industries engaged in the processing of mineral and
other non-organic raw materials.

Mind you that all these are only the findings and suggestions of
the consultancy team of ARCEDEM. They are not yet sanctioned or

commented on by Zambian institutions nor the Ministry of Commerce
and Industry.

This also holds for the proposed structure. Therefore from this
structure I only name their suggestion about the place of TDAU.
According to the consultants the Technology Development and
Advisory Unit of the University of Zambia should form the seat
and main coordinating body of the National Centre. This is due to
the fact that TDAU is presently engaged in consultancy work in
design and manufacturing and its objective is to service the
industrial sector in the country including the small scale
industries. Secondly, accessibility to TDAU by any private
industry or individual is easy and possible”.

YARCEDEM, 1987 (11)




-~ 98 -

TDAU as a possible core for _a National Desiqgn Centre.

Comparing the presented shaort history of TDAU and the ideas of
the National Centre for Engineering Design and Manufacturing the
idea of choosing TDAU as a core of such a centre is not strange.

TDAU already works in part of the field described for such a
Centre and performs some of the tasks attributed to it.

But there are differences. -

TDAU restricts itself to the medium and small scale producers,
and even there the confined capacity of the Unit al!lows only for
a limited reach.

Except for indoor training of own staff TDAU is not involved in
any training activities. -

The question should be put which problems can be foreseen if TDAU
would be extended to become the National Design Centre.

The capacity problem is in principle soluble except for a very
vital part of such a centre: the design section.

The recent past has proven that it is very difficult to recruit
staff on the level of project engineer design. Not very strange
because an identified shortage of designers for the Zambian
industry applies even stronger for an institution like TDAU.

I1f TDAU is chosen as the core for the National Design Centre it
should therefore first start to train designers or have them
trained outside.

Designers trained within TDAU, as for that matter all other
qualified members of staff are very attractive for the industry
which after all has a shortage of this kind of personnel.

The past has clearly shown that in the struggle for good staff
TDAU always loose since it is not (yet) in the position to
compete with the conditions of service offered by the private and
para-statal sectors.

Training courses in engineering design, machine design and
mechanical engineering draughtsmen could very well be organized
by TDAU. But it would be a gross undervaluation of the School of
Engineering of the UNZA and a waste of resources if in these
courses the expertise available on the School of Engineering of
the UNZA would not be used.

Apart from a coordinating and an organizing position, TDAU could
be given the task to organize practical training and offer
trainee posts. This could be combined with the work done for the
lZambian industries.

The consultants emphasize that the Design Centre under no
circumstances to undertake crafts training.

However TDAU has experienced both indoor as within several
Zambian industries that good designs are finally rejected because
of the poor craftsmanship in manufacturing the designed item.




In a strategy to upgrade Zambians engineering design and
manufacturing capability an upgrading and a revaluation of
craftsmanship cannot in any way be overemphasized.

If the National Design Centre should not take up crafts training
itsel¥ it should be strongly liaised to a centre, which offers
further training for promising craftsmen from the trade centres,
which should be simultaneously developed.

The craftsmen from such a centre could also be offered trainee
posts at the Centre. -

From the point of view of TDAU there are good possibilities to
develop the unit to a National Design Centre. Although there are
some constraints and conditions.

One of the conditions which is not yet mentioned is that an
extension of TDAU should not jeopardize TDAU’s present task of
stimulating small and medium scale industry and by that,
stimulating Zambia’s most impcrtant resources: the farmers.

If this would be a serious thread it would be wiser to establish
the National Design Centre as a separate institution, independent
of TDAU.

The ultimate decision can only be taken by the Zambian government
after a careful further evaluation of the ideas.
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Summary of conclusions.

Looking back on the history on TDAU one should conclude that the
unit has developed itself from in introvert appropriate
technology centre at the side of the Zambian society to an
independent consultancy unit in the middle of productive Zambia.
It is now a serious partner for Government, International
organizations and Zambian small and medium scale industry in the
development of industrial production.

In its present form TDAU is in the first place a development
institution.

Rural craftsmen will be assisted in an upgrading to the level of
rural workshops where repair and maintenance of equipment,
already existing in the rural areas.

Eventually the workshops will be also start production of
implements. TDAU will assist in making suitable (re)designs
available.

Zambian industry as well as Governmental and International
organizations can seek the assistance of TDAU in testing,
redesigning and production of prototypes.

This is done on a commercial basis in the form of consultancy.

TDAU is also a well equipped workshop with design facilities.
Industries which have no adequate own waorkshop facilities can be
assisted with the production of spare parts.

A service which TDAU can offer to the consumers of Zambia and to
the Zambian industry in general is that of quality control.

It is recommended that the Zambian Bureau of Standards works out
whether they can set standards and minimum requirements for the
quality of small and medium scale agricultural and processing
equipment. TDAU could be involved in technical matters and be
given the assignment for the quality control.

As the situation is now TDAU does not focus on the large scale
industry. On one side because the capacity of TDAU is limited on
the other because the idea exists that these industries have
their own access to research and development and their own
sophisticated workshops.

There are however good reasons to verify this presupposition,
especially in the light of the findings on the consultancy
mission which concluded that there is a definite need in Zambia
for a National Centre for Engineering Design and Manufacturing.

If the suggestion of the consultancy mission to make TDAU the
seat and main coerdinating body of this National Centre is taken
over by the Zambian Government TDAU itself can see possibilities
to transfer or extent the unit in such direction.
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Solutions have then to be found for the extension of the capacity

of TDAU, the recruitment ar training of design engineers and the
retainment of personnel

Training courses in engineering design, machine design and
mechanical engineering draughtsmen should be organized in close
cooperation with the Schaol of Engineering of UNZA.

There is little use in improving the design capacity in Zambia if
at the same time the craftsmanship necessary to implement these
designs is not upgraded.

Therefore a National design Centre should include or be directly
related to an institute which offers training courses to
promising craftsmen from the trade centres.

A condition which must be strictly adhered to is that extension
or transferring of TDAU does not in any way jeopardizes the
present task of stimulating small and medium scale industry and
by that, stimulating Zambia’s most important resources: the
farmers.

If this would be a serious tread the National Centre should be
established as a separate institution.
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ASPECTS GOVERNING DEVELOPHENT STRATEGY WITHIN THE MINERAL SECTOR

by John Tether, Deputy Director

Geological Survey Departsent

Introduction

lambia’s econoay has been so long been dominated by a one aineral industry,
copper, that the potential for cther aineral based industries has been dwarfed.
While copper will continue to play the paramount, thoujh gradually disinishing role,
in the econoey in the years to coee, it is isportant that Zaabia diversifies not
only from eining but within aining. The rise of gemstone activity has given one
alternative and there are plans now well on to develop a dosestic ircn and steel
industry based on local raw saterials. The on-line advantages to the country are
reckcned to justify the considerable initial capital expense. Siamilarly aminerals
constituent to agricultural developaent cannct be reckoned in simple economic teras
as the advantage of their application is long tera and not totally quantificable.
With other ainerals the principal remains that they must be worked on a viable basis
and the challenge remains to develop thes for export, as the basis of neu
industries, or to use thea to substitute for raw aaterial iamports, all for the
general advantage of the country. However it is isportant that the mechanisas for
assessaent and assistance towards establishaent of such enterprise should be
efficient and co-ordinated so that the saximium possible benefit will resuit.

Industrial strategy within the aineral sector is a complex subject which pulls
together very many disciplines. It also has several different dimensions and
principals according to the mineral sought, size of the enterprise, value of
commodity, grade of ore, location and many other factors. It is therefore only
possible to give a gliapse of the subject in such a general paper as this, which
presents the various steps that lead to mineral developaent, how they are executed
and the specific issues involved in different sectors.

Provision of Base Inforamation

A glance through any gazetteer of emining locations will always show a fair
crop of names like “Lucky Strike®, "Bonanza® and "Eureka® which isply that
exploration for aminerals is a totaliy haphazard business with valuable finds
relating sore to chance than any systesatic approach. There is no denying that sany
spectacular aineral discoveries owe themselves to chance encounter. Examples are
the famous Klondyke gold discoveries or, nearer to hose, the apocryphal story of
James Collier’'s luckless roan antelope which fell dr:ad onto the green outcrop where
tuanshya stands now. Even today remarkable discoveries are maade in ground
supposedly already dismissed as barren as is the case with Zasbia’s Eastern Province
gesstone finds. So Providence certainly does seea to play a role.

Host mineral discoveries however are not made this way but by detailed and
painstaking study of the ground. It is only by careful assimilation of informsation
in the form of geological maps, research into rock types encountered and their
sutual disposition that an understanding can be reached on how those sinerals that
are of economic advantage to mankind accusulate. Known mineral deposits have to be
examined in detaii and used as archetypes for comparison with parallel geology
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elswhere. It follows that sethodical qeological mapping and gathering of all
aineral data 1s fundemental to any mineral resource strategy.

Between the two world wars a considerable amount of prospecting was undertaken
in (ther) Northern Rhodesia by the various "concession companies®. They took
sineral concessions over vast tracts of the country, efrectively carving up most of
it between them. Essentially they were looking for another Copperbelt. The style
and approach to gathering inforeation varied, but typical aaongst thea were those of
British South Africi Coapany, nicknamsed “Bancroft's Circus®, which consisted of
squads of young geologists following exactly straight, pre-defined, parallel
traverse lines each about a quarter-sile apart and simply noting everything they saw
on the ground. This information foraed the basis of our understanding of the
qeclogy of Zasbia and was inherited by the Ceclogical Survey when it was foraed in
1951. Today the approach is not quite so rigid because sodern fieid geologists have
the advantage of relating ground information tc (hat gathered from the air by way of
airborne geophysical surveys and satellite image-y. More esphasis is iaid now aon
remote methods of collecting inforsation such as using geochemical signatures of
soil and streas samples. Therefore present-day geologists are allowed a lot amare
discretion on how they should tackle an area of poorly known geology, but the
orisary need to collect and interpret base information on the surface remains. #ith
lambia now about sixty percent mapped geologically at 1:100,900 and 1:250),000
- scales, the 6eological Survey has the duty to continue the task to completion,

These maps and the accompanying reports provide the startiag point of most mineral
procspecting and also often play an essential role in agriculturai development,
engineering projects and sometimes other aspects of economic planping.

Another facet of base inforsation collection is that which is reported by
rural residents and travellers. there a mineral does becomes econoamically important
in an area there inevitably results several self-taught "barefoot prospectors®.
Many of the gemstone locations in the Copperbelt and Eastern Province have been
discovered in this way as have, probably, sany of the longer known mineral deposits
too. [t would greatly assist both interest amongst the general population i soae
basic facts about rocks could be included in school core curriculue so that the
villager especially car recognise what sight be geologically unusual and is able to
advise his headsan - and so on up the systes - until it comes to the notice if the
Geological Survey. One would not expect a primary seven boy to interpret a
geological map but it might help if he could distinguish a sandstone fros a granite
and still better recognise an occurence of a glittering, metallic mineral as
sosething worth telling the authorities about.

Data Asseably

Collection of base information is not enough unless it can be presented and is
accessible in a coherent and intelligible fora. With regional mapping work the
intention is to produce 1:100,000 maps of the solid geology with an accompanying
explanatory report for each quarter of each latitude-longitude degree square. In
recent years the Geological Survey has had severe difficulties in saintaining output
of published reports through logistic probleas of editino capacity, draughting
capability and eap printing ability. Steps have been taken with aid agencies to
resedy these deficiencies but in the meant:me for those areas aapped but not
published the information is available upon recuest for inspection, Of course, it
is intended eventually, to have it anre generally available, for purchase.

Other mineral data for the country is considerable. It starts with that
inherited from the concession companies: continues with reports resulting from
specific Government sponsored projects and the routine reporting which, by law,
private and parastatal prospecting and mining companies are obliged to provide on a
periodic basis. ‘It presents a formidable task to cullect this into a form useful
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for the person enquiring i1nto a particular eineral or piace. Historically it was
done in the form of books on mineral occurrences compiled by amineral type and/or
location - each with a short description. Although these still fore isportant
sources, the advent of modern computer techniques allows much more flexibility and
the Geological Survey 1s currently setting up a data bank of all this i1nformation to
enable selected maulti-access retrieval. This should allow auch more rapid
torrelation of facts and tes'ing of theories. Parallels will be aore easily
coepared.

The cost of the maintenance of a data bank on mineral inforsation, as indeed
that of ground collection of base information by Geological Survey, is maintained a
public expense. It is justified by the long tere returns to the Exchequor through
fiscal dues paid by the eventual beneficaries (successful miners). It is a rather
loose caonnection with sany qualifications but it is based on the essential preaise
that some national organisations exist for the benefit and well-being of the whole
community, however indirectly trat benefit is derived.

Mineral Exploration

Very many minerals have some economic use in some circumstances, but where and
how each becomes viable relates to very complicated balancing of earket forces. In
rather simplistic terms the the factors to be considered are :-

(a) the iatrirsic value of the amineral

(b} the grade and quality of the ore

(c) the configuration and dispersal of the ore

(d) the quantity (reserve) of ore

(e) how easily it can be processed

(f) the cost of setting up a mining operati.n

(g) the cost of sining

{h) the market potential

(i) the distance to the market and the cost of transportation

To some extent these criteria overlap, in other cases one or other will become
unimportant. Very often there is a choice of routes, or strategies, depending what
technical approaches are chosen. Mostly, though, these are the hard economic
factors that influence whether a mining venture is practical. Rarely do other
concerns enter the evaluation although there are cases where a competitive land use
interest (eg. wildlife, agriculture or tourism) will prevail over a mining venture,
but it is unlikely that the above econosic paramseters will not also have been taken
into account in deciding whether or not to allow mining. Sosetimes pollution, or
environsental concerns, are given as reasons to prevent an otherwise viable aining
venture. The potential siners counter that they are prefectly aware of pollution
controls. They undertake to effect "clean® aining and rehabilitate the area
despoiled by excavations and mine plant after operations cease. Indeed legislation
exists to insist this happens. Whether these proaises are really aet in the long
tera varies fros case to case but very rarely are they so disbelieved at the outset
as to inhibit mining. Yhere they effect any influence at all pollution efforts tend
to be remedial rather than inhibitive.
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Between them the ex,.loration gqeologist, the setallurgist and sineral econosist
will attempt to gather all the relevant information on a proposed eining venture so
that an evaluation of its viability can be made. This is expensive and becoses
progressively more so as interest in deposit is maintained through the successive
stages of:-

(a) detailed surface sapping,

{b) geosmhysical and geochemical support,
(c) drilling,

(d) feasibility studies and

(e) pilot experimentation.

Private nining companies take these costs froam the profits of successful
operations elsewhere in their organisations; another factor that has to be taken
into the budget of an gperation that reaches viability. The larger companies apply
rigorous tests to determine when they should cut their losses and quit.an
exploration regime. It is often a difficult decision to sake which in marginal
cases can rest on prejudice and say even be subjective. With the seall operator it
is even more agonising as he finds it difficult to credit the money and effort he
has spent have not reaped any reward. In so many cases he will continue exploration
well beyond the point where obiective reason would tell hia to cease, the final
decision being made for him as he runs out of funds or sponsorship. This is a
distinct problem faced by so sany would-be small siners in Zambia and a component to
be tackled in any strategic advice to thes.

Hineral Classificiation

Exploitable minerals are divided for convenience loosely into groups according
to their eventual use, value and chemical affinity. It is not at all a cliean
division as some minerals and rocks can be found in more than one group while others
do not fit easily into any group. The subdivision also varies somewhat according to
the needs and economy of each country. However, for convenience and in the lambian
context, they can be grouped in rough order of descending intrinsic value, as in the
paragraphs below. The most promising locations for mining developaent for each
sineral are given in table 1. As each each group is considered it will be seen how
the exploration and sining strategy differs according to the various controlling
econosic factors that influence the viability equation.

Noble Metals

Starting with gold, as an exasple of a noble eetal, it is now extreaely rare
to find a high grade accusulation and sining companies are now 1argeting deposits
with grades down to 2 gpe. The larger the deposit, and the easier it is to work,
the lower the grade of interest. With this cosmodity transport costs of the
finished metal are so sesall compared with its intrinsic value as to be effectively
discountable. The expenses come with the mining and beneficiating plant required.
Beneficiation is always done at the mine. Gone are the days when a man with a pan
were enough and instead sophisticated crushing and separating equipment i: needed.
This puts gold mining really beyond the reach of the very small miner. However
recent technological advances, as well as the increase in the world gold price, has
brought several hitherto sub-economic or worked-out deposits back into econoamic
reckoning. The new technology, carbon-in-pulp and carbon-in-leach sethods, allow
virtually all the gold to be taken froa the rock instead of leaving the last 2 pps
or so in the waste as used to happen by older methods. Even old tailings have
become interesting for reworking and may spearhead the source raw aaterials for a
re-opened operation.




In lasbia there are five old gold mines that are in various stages of re-
examination; Dunrobin, Matala, Chuabwe, Chakwenga and Sasare. There is an active
research project to determine the particular provenance of gold along the apparent
alignment that joins thea all and is sub-parallel to a geological shear feature, the
Kweabeshi Shear Zone. It is hoped to establish 1f there are cosmon paraseters that
may lead to other discoveries between those presently known.

At present smost of Zasbia's gold, and all the silver, coses not froe discrete
gold and silver amines but as a bi-product fros copper mining. The very samall
amounts of gold in the copper ore is separated fros the copper in the electrolytic
refining process and therefore accusulates (with silver and selenium) in the tank
house slises. Here it is in sufficient concentration to warrant refining at a
special Precious Metals Plant in Ndola.

Geastones

Exploration for geastones is mostly a rather randoa, haphazard business
although note should certainly bhe taken of evidence and leads in the known geology.
A more systematic approach than that adop:ed here would probably be of advantage to
aost geastone prospectors. However finds are so notoriously capricious in quality
and quantity that it is rare to be able to predict a specific grade or budget with
anv real accurancy.

Mining of geastones has some parallels with gold in that the cosmodity, when
found, is too valuable to have transport costs crnsidered a bar to viability, but
there the parallel ends, at least as far as present gemstone aining development 1in
lasbia is concerned. Mine plant recovery methods are siaple, at most sose motorised
earth moving equipment, and ore treatment consists essentially of wasting before
hand selection, with possibly also some sieving and grading. More sophisticatea
sethods based on the physical properties of the sinerals do exist for separating
soae gemstones from rude ore but these are not appropriate to the gea species so far
found in lambia. Zambian eseralds are now reckoned to constitute 207 of the world
market. Unfortunately euch of this is not realised even for the partial benefit of
the country because of illegal aining and clandestine marketing. In recognising the
disincentives to using the legal outlets provided, the Governaent has recently
improve. the deal for gesstone ainers by the reducing RMC commission to 51 and
allowing the miners to retain 20X of the foreign exchange earned on their stones.

It remains to be seen if these seasures are sufficient to abate the illegal trade

The insistence on processing all emeralds through IEIL is based on the
financial benefit to the nation of exporting cut stones compared with rouah, a
factor that can be as much as tises five. This is a very basic and extreme example
of the value of local "fabrication”. At present the lapidary is having difficulty
coping with all the potential material available for cutting, especially the lower
valued stones, but it is hoped these probleas will be solved by the expansion and
rehabilitation of another lapidary, in Lusaka. An aspect of the gemstones market
that seeas to have little capitalised in Zambia is tourism. It would be reasonable
to expect tourists to spend freely on well cut and mounted lasbian stones but these
are not readily obtained at the tourist outlets. A visit to Kenya shows how this can
be done.

Base Hetals

lasbia‘s huge copper mines still contribute over 907 of the country’'s foreign
earnings. With any mining enterprise of this dimsension all parameters are tested
exhaustively before any sove towards mining a new area i1s commsenced. This 1s partly
because of the size of the operation where a 0.01%L inaccurancy in an average assay
of a msineral block could result in 3 substantial loss (or gain). Accurate
predictions are essential for forward planning which in turn relate to capital
investment and socio-economic consequences. Technological advancement 15 also
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important. In Zambia recent technalogy has allowed previously discarded tailings to
be remorked and amore cost-effective extraction aethods to be used in the copper
sines. The ICCH conglomerate has scih fundemental influence on the econoaics of
lasbia that when it sneezes the whole ccuntry catches influenza, yet it is also
vulnerable to the same mineral sarket forces as operate on all other sizes of
sineral producers. The most fundamental problea ICCM has is the lonyg lead time it
needs to develop or close any operation without foreknowledge of the prevailing
econoaic paraseters at the end of the period concerned.

In recent years it has becose apparent that cobalt has featured more
prominently in ICCM’s economic equation. In fact it has buoyed msetal production at
somse aines when copper prices have been particularly depressed. This shows the
isportance of co-production of ainerals, emphasising the point that no aine should
be assessed on the basis of a sole product where sore than one exists. It aight be
that neither is economic individually but collectively they are. Co-production is
long familiar to Zamsbia with the Kabwe lead-zinc aine which has also produced
cadaium, silver and vanadius in the past.

Saall scale, base aetal mining really has the sase problems as the giants but
scaled down. Sometimes there is advantage in having a major producer ‘"nearby’ who
can take over the sineral concentrate to metal on a toll basis and incorporate it
into its own smelting process. This prucedure is being followed at Star Zinc Mine
and Kansanshi Copper Mine and it is possible it couid be developed in other places
where conditions are favourable. The Kansanshi exercise is particurlarly
interesting because it is a deliberate eaployment exercise run by ZCCH via COMET.
It openly acknowledges that the mine is not viable as a conventional operation but
does make econosic sense as a labour intensive, low technology enterprise, (though,
it should be noted, it still has the “protective’ technical support of ICCM}. The
first 28 tonnes of copper concentrate were as recently taken fros Kansanshi to the
Mufulira saelter.

Where there is no local smelting facility within the country for a particular
aineral, yet there is some small production and potential for consumption, as in the
case of tin in Zambia, a decision has to be made as to how to deal with the sineral
concentrate. The alternatives are that:-

(a) it may sold abroad (for foreign exchange},

(b) it is processed under 3 toll agreement in a neighbouring
country with spare capacity and the metal returned to Zambia,

(c) a smelting facility be introduced to the country.

With the last option it is necessary to determine if there is sufficient
potential to justify local investasent in the appropriate plant. With the present
levels of cassiterite production in Zasbia it does not seem worthwhile investing in
plant, but this situation could change if substantially more cassiterite reserves
were discovered and exploited.

The esphasis with base setals has been sainly to earn foreign exchange by
exporting the pure, but unfabricated metal. Some of it is manufactured into
finished articles (eq electrical cable) even for export to neighbouring countries
but this is a relatively minor portion. Possibly this could be increased to
advantage, providing the cost of the parallel imports needed for the production
process do not exceed the value added to the metal by fabrication.

Ferrous Metals

The aain mineral within this category is iron. Titanium and manganese are put
in the same bracket because they are cosmonly used in steel alloys. Compared with
base metals the scene 1s totally different, at least in the lambian context. Here
the plan 1s to utilise the country’'s known resources of iron ore and coal in order
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tu develop a steel i1ndustry as an industrial base. This is regarded as so important
to the future econoay of the country that a large initial capital deficit is
accepted as being a justified when compared with the long term benefits. The
development of a steel industry in the country will also expand local production of
lasbian limestone, fluorite and, possibly, manganese deposits.

The intention is to use the 52 Mt. of 421 Fe grade ironstone at Nambala
deposit, south of Mumbwa, as the principal ore source. This will be blended with
iron scrap and higher grade ore to bring the iron content up. The ore will be
transported to Kabwe where it will be saelted in a modern direct reduction furnace
using Maamba coal and local limestone. The anticipated production level will be
200,000t of fabricated steel products each vear. It is reckoned the identified iron
ore source will last at least forty years. Soviet experts are being employed to
assist the lambian Governsent design and iaplesent the proiject. Within the Zasbian
systea there has been high-level co-ordination between Geological Survey, Minex,
NCSR, ICCH and the School! of Mines at UNIA on the proiect.

Fossil Fuels

In Zambia coal is the only fossil fuel that has so far proved to be
econosically exploitable and presently only from one eine Maasba. This produces up
to 390,000 t/a of coal with quite high ash content (161 - 18%). Several industries
have adapted to the particular type of coal present at Maamba which causes the
corrollory that sufficient dependable reserves have to be identified to maintain a
supply of similar material for these industries into the future. The two main
consceers are IC .1 and Nitrogen Chesicals while the others are Chilange Cement,
Dunlop, Fremiua Dil and ROP. The demand from Nitrogen Chemicals is likely to
increase into the next century but fros other consumers demand should remain static
although the projected iron and steel project could push the annual requiresent up
to 700,000 t/a. Current easiiy accessible reserves at Maamba are adaquate for the
next 25 years at this higher production rate. The Geological Survey is currently
proving up reserves west of Maasba with the intention of prolonging the life of
lambia’s coal industry for several more years.

The Maamba coal operation also produces much waste in the form of dust and
slurry too fine grained for the present consusmers. Consideration has been given in
the the past to using this as fuel for a thermal power station at Maamba. Another
use, for which there has been considerable, pilot scale testing, is to briquette it
as a hosuehold fuel substitute for charcoal. Although this has proved practical in
technical terms the product cannot match charcoal econoamically at the urban market
place as yet. However, with the destruction of woodlands through charcoal burning
now becosing an environmental worry, there may be a case for positive prosotion of
such a charcoal substitute.

Agricultural Minerals

The are parallels with the econosics of exploiting agricultural sinerals with
those of ferrous aetals in that a long ters view of the general economic advantage
to the country has to be taken. W®hile it is true that fertilisers have their own
basic comeodity price, which a highly organised comsercial farmer can relate through
his budget to an increased income through higher crop yvields, it is auch sore
difficulty to quantify the benefits of soil improvement in the less formal sector of
farming. The three most significant compounding factors with agricultural sinerals
are availability, transport costs and suitable technology. They can be well
illustrated wity limestone, a rock that is quite comson in lambia and when
pulverised and added to soil reduces the acidity - a benefit to most soils in the
region. At present crushed limestone for agricultural use is produced only at
Lusaka, Yabwe and Ndola. Transport of a mere 200 kilometres from the plant doubles
the cost of the commodity at its destination. In a recent costing exercise for the
commerci1al development of Matanda limestone deposit 1t was shown that to produce
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crushed limestone there at a cost equal to transporting it from Kabwe very auch eore
would need to be produced than the apparent present deaand from Luapula Provinceat.
Production would have to be sultiplied several-fold to be cospetitive with Kabwe
lime price at plant. Clearly there has tc be auch proesotional work and, probably,
initial subsidy to get the demand in Luapula Province up to the level where the
operation becoaes economically viable. There is no denying the need for lising
there.

Several lisestone deposits have been idertified, sapped and quantified close
to areas where liming is required (Table 1}. At some of these ,laces projects have
been adopted by interested local communities of farmers to develop working quarries
yet it appears to be extreamely difficult for thea to achieve anything. The reasons
aprear ta relate to lack of capital and suitable plant availability. Perhaps it
also relates to difficulty in co-ordination for 1f the projects could work on soae
aspects of their development collectively it may be possible for thea to share tosts
and even some of the plant if this could be made suitably mobile.

Another agricultural mineral we have in Zasbia i1s apatite the prise source for
phosphate based fertilizer. 2.5 Mt of 127 grade ore has been identified at
Chilesbwe, north of Petauke, and a ssall reserve of similar grade has been located
north of Musbwa. The Chilembwe reserve represents half of lasbia's current
(imported) annual phosphate need if exploited over fifteen years. The feasibility
of working the Chileabwe deposit was tested out by JICA for two eni-product routes,
but reckoned to be uneconomic by both. VYet it i1s difficult to accept that a msineral
reserve, recognised as being of potential economic benefit to the nation, should
remsain untapped. In fact there may now be a solution in that a new, low technology
approach te apatite digestion into a soil dressing commodity is being considered.
The product, partially acidulated phosphate rock (PAFR), has been shown to be
beneficial in other Third World countries and there seeas no reason why it should
not be equally so in Zambia. Soae pilot scale manufacture and pot testing indicates
positively. An econosic evaluation of the project is still necessary but is
compilicated by the full benefit of PAPR being so gradually achieved (over three to
five years) cospared the amore traditional phosphate based fertilisers. As it may be
difficult to sell a product which does not demonstrate an ismediate return, it will
have to be “promoted’, by subsidy and advertising, on the basis of a conviction held
within Government that the long return will be worthwhile

Cheaical and lndustrial Minerals

These two groups are distinct only by their different process routes and end
uses. In econosic teras they have some parallels with agricultural ainerals in
being essentially high bulk, low value commodites. They constitute collectively a
large nuaber of different minerals several of which are found in Zambia. Several
are presently exploited coosercially (table 2). However according to the Central
Statistics Office import figures, quantities of gypsum, cerasic clay, abrasive
esinerals, graphite, salt, barite and talc were al] imported in 1987. These are all
ainerals that are known to exist in minable quantities within Zasabia. Because
several of our industries have been importing the ainerals there has been positive
effort to prosote these domestic resources to substitute for the imports. Other
industrial minerals not presently used in any industrial process within Zasbia are
nonetheless “consumed’ in finished articles isported here and there say be
pussibilities to set up manufacturing processes to provide these lorally. The next
stage is to produce sufficient to export to countries of the reqion and then those
beyond. In some circusstances lasbia eay provide insufficient potenyial to justify
the establishment of a production facility alone but, as a region, Southern Africa
say provide enough market.

Many of lambia"s industrial and chemical mineral deposits have been quantified

thoroughly and the information about them can be found at Geological Survey. The
process of evaluation of deposits still continues however, with eaphasis now turning
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to those previously dississed as “remote” but which have become mare accessible with
the improved road and rail network, and those hat have bezoae more 1mportant as
industrial esphasis, the consuser markets and technological application have changed
over the years. A aajor problea in getting laabian ainerals into the industrial
aarket 1s persuading aanufacturers to adapt their product precesses tu use the local
aaterials. This is because asany manufacturers, and particularly the transnationals,
have imported plant and pocesses geared specifically to a particular supply line -
often one vertically integrated with the parent company. Fost proabably their
process cannot accomaodate raw eaterial froam another source, with Jdifferent
specifications without there first being soae adoptations made. Experimenting with
process routes to make thes work optimally with local raw material costs time and
money and appears to be a step many manufacturers, particularly the transnationals
are hesitant to take. Sose cospanies have adapted to local materials, for instance
virtually all ceramic ware is now made from local clays. But others still resist.
It is here that our local research facilities, such as NCSR, can desonstrate how
local alternatives to mineral raw materials currently imported can be used, as well
as show how other eineral cossodites could be utilised of in new dosestic
industries.

Construction Materials

With one prosinent exception, these are all very low value, lacally utilised
comaodites for which transport costs are the most crucial economic factor.
Generally they are produced by basic sethods from many small scale extraction pits
{san¢, gravel, laterite) and quarries {(stone, aggregate) as close as practical to
the place where thev are needed. The are produced “as required’ and are essentially
followers not leaders in economic and developaent fortunes.

The one exception is, of course, ceeent, which is made in large plant geared
to limestone, phyllite, gypsus and coal consuaption. There are two cesent works in
lasmbia, at Chilanga and the Ndola. Transport costs are still critical with the
soving of both the raw saterial and the finished product so cement works are sited
close to both the main rock supply and the principal consumers. Cesent is essential
in virtually all permanent construction but the asount used can be reduced i1f bricks
or natural stone are substituted for to concrete blocks. Many brick clay deposits
have been identified in laabia but few have advanced to brickworks, despite general
agreement that brickwork is aesthetically pleasing in urban facings. The difficulty
in proaoting good brick manufacture probably relates to it being questionable
whether it is cheaper to build with brick rather than concrete blocks Quite apart
from the large capital cost of setting up a brickworks, there are the negative
points that bricks are vulnerable to breakage in transit (concrete blocks can be
cast at the building site) and that bricks, being sealler tkan blocks, require amore
labour to asseable.

6ood natural stones for building (slabstone, flagstone and slate) are known in
several places but, at least since early missionary building, has been little used
except for decorative facing work and pavings. There is no doubt that in some
places rural asenity buildings, like schools and rural health centres, could be
solidly, yet cheaply, constructed with local stones. This seems to be 2 priae case
for education by practical deamonstration and then advertising the result so that
other places where suitable stones occur will show interest in eaulating the
achievesent. As always the economic balance in producing brick or stone has to be
judged against the cost of bringing in cesent (or concrete block) but in places more
distant froe the cement works the alternatives could be considered.
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Legislation

It is popularly conceived that the current legislation for the Zasbian aining
industry i1s out-dated and inappropriate, particularly when it comes to saall scale
aining. It is true that the laws preseatly in force were drafted without the
recognition that small scale geastone mining would becose so prevalent and many
small scale operators sees to find it onerous to confora with all the reporting
requireasents of the law. It is conceded that these are excessively demanding and a
sore realistic systeas should be introduced. There is no point in having law that
has no practical enforcesent value. All it succeeds in doing is alienating one
secto. of the cossunity it is supposed to serve to the extent that they resort to
illegal activity. This triggers a msorc general lawlessness and makes the original
law self defeating. Appropriate changes to the statute are being actively
considered now within Hinistry of Mir~< with a view to producing separate and
suitable iegislation for gemstone prospecting and mining.

With this exception, and the fact that the fiscal desands and penalties within
it have not kept pace with inflation, the Mines and Minerals (1974) Act is a
comprehensive controlling docusent for prospecting, exploration and sining in the
country. Its intentions are four-1o0ld. It directs mining activity to what is
considered the sost suitable sectors of the community; it protects the rights of the
miner; it protects the safety of the miner, his esployees and the public and finaliy
it causes i1nforsation derived from prospecting and sining to join a general
repository of data for use later by subsequent interested parties.

Probleas of Mine Developaent

Further development of the mining industry in Zaebia is appropriate at all
levels, large, msedium and seall scale mining, according the viable size of the
perceived operation and its National benefit. Large scale enterprises are
undertaken as a consequence of National policy by major mining houses, or sometiames
with bilateral aid. Although they do face essentially the same technical probless
as those eencountered by smaller ventures these are usually challenged within the
capabilities of the organisation, or institution invoived. They are not, or shouid
not becose, matters that rancern particularly the dosestic network of public
technical services.

The immediate policy criteria for small scale sining say not sees so
prominant as for large scale aining but, in a sense, the sector is equally
important. Among other considerations there is always is the possibility of a ssall
aine developing into a much larger enterprise as we have begun to see in Zaabia in
eserald sining by Kages advancing froa seall beginnings. Sose of the benefit
factors of developing seall scale mining have already been mentioned, the most
fundasental being that it precipitates an increased industrial base for the country
and proaotes rural development. This fits well with the principal of "Growth from
our own resources”. Small scale sining has some advantages over larger enterprises
in that it can be more responsive to market desands, adapt its labour force sore
readily to immediate needs and concede to seasonal closures due to the clisate,
accessibility or depletion of labour due to other demands (eq. crop harvesting).

However saeall scale mining is probably the sector where probless amost clearly
seen and least easily solved. Obviously, if we wish developaent, much National
effort to must be directed towards it. Many of these problem areas are certainly
not unique to mining but are seen 1n many other areas of seall scale i1ndustrial
developsent. Several have already been mentioned above as distinct difficulties
within 3 specific sector of mining, others are more general. They are catergorised
below.
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Stortage of sufficient funds to explore and developg is particularly acute in
saall scale ventures where generally there 1s a high risk factor. Banks and
investrent houses require detailed and convincing feasiblity reports before they
will lend and most other lenders are no less cautious. It is a difficult issue to
solve and would seea to rest on the ability of the candidate ainer to produce
convincing evidence that his operation will succeed. Here there appears to be a
gap. While it would be irresponsible to suggest that aoney should be lent without
some security of return, there appears to be a case for more syspathetic financing.
Perhaps this should be linked to a feasibibility testing and sonitoring service
which, 1t 1s suggested, could be set up within a revolving fund arrangeaent under
parastatal auspices.

Lack of Mining Experience, Expertese and Hanagesent Skills

These deficiences can result in inefficient, wasteful and dangerous eining.
Though legisiation exists to penalise such activities, with the present
proliferation of saall gemstone aines the policing for poor mine practise is not
tully effective. It is far betier to prevent rather than cure so clearly samall
scale ainers would be better trained at the appropriate level in the skills
necessary to sine. Sose efiort to do this has been msade in workshops and sesinars.
A more comprehensive approach would involve a 'school’ for sine artisans and a
deaonstration, "model®, active ssall mine whera these skills could be seen properly
applied and then learnt by practise.

Lack of Cupital

Insufficient Technical Back-up Services

Lack of assay and experimentation facilities result in the mine product (and
waste) having no proper quality control. One of the factors that coseonly make
saall eine product unpopular with eineral consumers is the varying quality or purity
of the product thus causing difficulty in the production lines. The small miner who
has insufficent resources to set up his own quality control facility should have
recourse to a conveniently placed assay laboratory where tests can be run at
reasonable prices. It could be conceived this could be established as a comaunity
facility by a group of miners within one area, offered by an independent operator,
available at a ‘neighbouring” large mining tacility or, as now, provided by
Governaent (at Beological Survey and NCSR). It is also important for such an
enterprise to keep abreast of technical developaents relevant to the sine operators
its serves so that any positive, practical developments can be advised and, where
possible, applied. This should also involve an experiaentation facility where
trials can be made on the mine product in order to adapt and esploy new technology
to the best advantage

Inadequent and Inefficient Plant

Deficiency in mine eachinery and repair facilities is not only due to lack of
tinance it also relates to operations being too small to occupy fully all this
sachinery they require. The answer to this is sharing or hiring of plant froe a
central pool in the vicinity of several proximate aines aiong the lines of the Flant
Hire Scheae ICCM is setting up in the emerald area and the sharing of equipment at
Kansanshi.

Harketing Probless

Hiner3l commodity prices are notoriously susceptable to fluctuations of demand
through econosic forces quite unconnected with the mineral sector itself. Several
international cartels have been established to atteapt to protect the value oi sose
of the world's major mineral comsmodities such as o1l (OFEC) and copper (CIFEC). In
the small mining sector of lasbia this insecurity 1s made worse by there being poor
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aarketing li1aison ior sany sinerals. At the two extremes the ainer a3y be at the
aercy of unscrupulous eiddlemen of have toc scout personally for an outlet for bhis
aine product. Essentially there is an inforeation gap between supplier and
consuser. It would appear to be to the advantage of all to bridge this with a
aineral bureau or some other {ora of aineral earketing agency whose role would Lc to
eansure both stable prices for the producer and steady, reliable supply of raw
saterial for the consuaer. Unly with base wetils and gesstones does soeething of
this sort exist in laabia today.

Inadequent Local Services

The lack of decent cossunity infrastructure by way of good access, electrical
power and social facilities etc. are often under-rated in aine developaent yet can
effectively becose the aake or break factor. The problem is that it is a “chicken
and eqQ" conundrue and that these facilities are provided by other authorities not
specifically concerned with mining. Nevertheless it is important to assess at the
outset of a mining venture what will be the advantage to the whole local community
of any isproved infrastructure necessary for eaining. If there can be shown also
specific advarntage to another economic sector in the same area (say tourisa or
agriculture) so much the better. Thus potentially viable mineral deposits have to
be considered within framework of intergrated rural developaent.

Linkages

Table J lists, in approximate order cf mineral developsent/utilisation
sequence, the organisations within Zaebia that have aljor interest in sinerals. The
list is by no means exhaustive and does not cover all aspects of each organisation’s
interest and capability. Between near neighbours in the listing there exists a
cosprehensive network of ameetings and comsittees that ensures reqular comaunication
of inforsation. Aamong thea are several agencies whose mandate is to discover,
evaluate and develop aining enterprise and to carry out related experiamentation.
Some of thea also offer support services to the saall entrepreneur either as a free
service, as consultancy or on revolving find basis. Therefore to a considerable
extent the probleas listed in the previous section are recognised and an
infrastructure exists to resolve thea although several of the organisations are
hampered by lack of resources, sanpower, finance and transport and are therefore not
operating at saximum efficiency. There do however appear to be gaps in the network
of services particularly with low level training, financial support, extension
services and market co-ordination. Cosaendable efforts towards overcoming these
deficiencies have been made in some specific comsodity areas, for instance by Mines
Developaent Departaeent and ICCH with the Plant Hire Scheae in the eaerald area and
the COHET "technically sheltered® enterprises., However, to date these have had
limited impact. It is suggested that use could be made of the organisations that
already exist to further development in rural cossunities and saall industry (c#.
VIS and SID0) to move their interest intc sineral sector. Alternatively, or
additionally, a new parallel Governsent sponsored organisation could be established
within Ministry of Minec to work towards these same ends

In promoting maineral de..lopment there is need for information and expertese.
The information sust be collected in a systematic manner by Government agencies such
as Geological Survey at National expense, and gathered into a fore suitable for
digest for forward planning. This aeans there must be the facility to retrieve
selectively what is relevant and to collect it without burdening the enquirer with
irrelevant information. Testing out the viability of a mineral deposit ertails
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sainly the quantification of the aineral reserve and therefore its valuve set against
the capital cost of plant plus the recurrent costs of operation, labour and
transport. The responsibility for collecting this inforeation resains principally
that of exploration companies. beth parastatal and private, and the exploration
wings of coapenies already involved in sineral extraction.

For ainerals where there is not already an established local or export
consuaption there is also need to test out beneficiation and setallurgical process
routes to sake the cosamodity usable in industry either as the basis of new
production process or to substitute for raw material currently imported. This is
probably best done in a laboratory saintained at public expense with projects
specifically sponsored, or sucessfully the developed technolagqy, 'soid’ to
interested parties in the comasercial sector to defray expenses. Such laboratories
do exist at NCSR, UNZIA School of Mines and Geolcgical Survey, but all could probably
benefit from eore input with equipeent and techanical expertese.

The next link in the viability chain is earket quantification which also say
have s strong element of earket promotion. This does not only relate to detersining
what the domestic market requires but also the scope for exports and particularly
whether the consumer needs raw materials (mineral concentrate or metal) or totally
fabricated products. It is obviously of econoamic benefit to Zasbia to sell finished
goods as it adds considerably to the value of the aineral right back down the line
to its explo‘tation. It also expands the industrial infrastrusture and capacity of
the country as weli as putting more people in employeent.

Pernaps this demoastrates the weakest link in development of sineral based
industries in lambia - the apparent lack of ability to utilise many of the known raw
materials. No doubt this relates to an extent to the depressed economy and
consequent lisited consumer market. As resultant capital for entrepreneurial
investment is so deficient that it is difficult to see how to redeea the situation.
Nevertheless 1f al] relevant inforeation can be assesbled, and appropriate linkages
made, the wmost preopitious areas for developaent could be precented for advanceaent
by carastatal agencies if private finance is not forthcoeing.
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TARLE 1 : NOST PROSPECTIVE ANDMINERAL NINING LOCATIONS IN IAMBIA

5old Batala (Musbwal, Chasbwe (Lusakal, Duarobin (Musbwa), Chakwenga (Lusaka), Sasare {Pztauke)
and other saall shows between Musbua and Chipata. Senga Hill. Bi-prodect of copper sining

Silver Excelsior (Lusaka), Kabwe sine. Bi-product of copper sinriag

feerald Ndola Rural

Asethyst twakasbiko {(Kaloeo-Gwesbe), Siavonga, Nchinke (Ndola)

Towraaline Hofeeyer (Petauke), Lundazi District

Garaet tundazi District, Nyisba

Copper aad Cobalt

Copperbelt, Mkushi, Luswana (Solwezi}, Kamsanshi (Soiwezi), Chifuspa (Kasespa), Sealler
occurences in North Western and Lusaka Provinaces

Lead and linc Kabwe, North of Musbwa, Star liac (Lusata)

Nickel Munali (Mazabukal

Tin Chos: District

Iron Nisbala (Mushwa), Elseshere in Muebwa District, Solwezi District

Nanaganese Mansa District

Titanive Chinkosbwa {(Petauke)

Coal Naasba, Mulungwa (Gwesbe}, Nkadabwe (Guwesbe)

Phosphate Chilesbwe (Pekaukel, Musbwa North, Kaluwe (Luangwa}

Lisestone tusaka, Munsakasba (Mkushi), Kabwe, Ndola, Matanda {Mansa), Msoro, North West Frovince.
Southern Province

braphite Rjoka (lLundazi), Kajusba (Chasa), Petauke %istrict, 01d Wkushi

Barite Chasefu {Lundazi), Wdabala (Serenje), Lumangu

Fluorite Siavonga, Sinyoolo (Gwesbe)

Talc Copperbelt, Lilayi, Chipapa {(Lusaka}, Musofu (Mkushi)

Gypsus Lochinvar, Mutinondo (Mpika), Copper eiae product

Feldspar Southera, Central, Eastera Provinces

Kyanite Chipapa (Lusaka), Legpards Hill fiysaka)

Cerasic Clays
Salt
Pyrite (for S)
Bica

Eisauth

Hasuku (Choaa), Mkushi District, Solwezi, Loshi (Mansa)

Kaisbxe (Kasespz), Kaputa, Chienge

‘Naspundwe {Lusaka), Copper mines

Southern, Central and Eastern Provinces

Nchoncho {Lusaka)
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TABLE 2 : SUNMARY OF INDUSTRIAL NIMERAL PROBUCTION FOR 1988

NINERAL QUANTITY (Toases) VALUE (K)
ANETHYST (KS) 4,701 1,845,350
BERYL (Kg) 1,343,307 110,745,454
ROUGH ENERALD (Xg) 1,039 391,844,900

TOURMALINE (Kg) - -

ROUANARINE (Kq) 56 1,123,600
FELDSPAR 120 34,800
FLUDRTTE - -
6YFSUN - -
LIKE 238,633 156,982,931
LINESTONE 998,733 52,905,649
CEMENT 404,500 165,958,190
PRYLLITE 25,066 12,534
SILICATE 8,121 889,564
1AL 7 36,500
MABNETITE M5 93,450
PYRITE 67,487 14,860,637

! NANGANESE 502 1,637,524

Source: Mines Developsent Departeent




University of lasbia
Copperbelt Universit;

Ministry of Mines

beological Survey

Hydrocarbon Unit

Prescribed Minerals and
Katerials Commission

Ninex Departeent of
1inco

Agip, Cogema, Mobil etc

Hines Developaent
Departeent

p{dx |

Maaaba Collieries
Crushed Stones Sales,
Kapiri 6lass Products,

Chila~ga Cesent etc

Mindeco Saall Mines

Seall scale siners

Nines Safety Departsent

National Council of
Scientific Research

fEMACO, Reserved Minerals

Corporation, Kariba
Asethyst Marketing,

lasbia Eeerald
Industries Ltd

Hoore Potteries, Duniop,
Nitrogen Chesicals,
lasefa, etc

TABLE 3 : 2AMDIAN ORGANISATIONS COMCERMED WITH WIMING

Stateory
Bodies

Bavernaent

Government

Governsent

Bovernaest

Parastatal

Transnationals

bovernsent

Parastatal
Parastatal

Parastatals

Parastatal

Co-operatives,
coapanies and
individuals
Governsent

Statatory
Body

Parastatals

Parastatal

Private and
Parastatals

Training in high level exploration, simiag and technical
skills

fiverall co-ordination within the sineral sector
National geological mapping,

Identilying sineral deposits,

Collating geological and eineral inforsation

Co-ordination and prosction of search for hydrocarbons

Co-ordination and prosotion of search for fuel raw saterials

Exploration of eineral deposits

Exrloration leading to esploitation of large aineral bodies

Coatrol of exploration and sining

Nining of copper, cobalt lead and zinc

Production of coal

Exploitation of local raw saterials for dosestic
sanufacture

Exploitation of industrials sinerals and gesstones

in saall operations.

Exploring and eining of cossodities to be sold (initially)
on the dosestic market

Nonitoring of sine safety

Experisentation with raw saterials towards developsent
of practical local application technology

International sarketing of lashian aineral and eetal
coasodities

Processing of gesstones for international sarket

End users of dosestically produced sinerals
and eetals
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PRICE POLICY AND INFLATION IN THE 1980s

INTORDUCTION

Price controls have been the official price policy that has
regulated the price mechanism for most of the period that

Zabia has been independent. Of central concern has been the

need to control inflation and the perception that the price control
policy offers the best strategy against inflation. On the

other hand, a liberalised price policy has been perceived as being
inherently inflationary as it gives business houses the ahlity to
set prices at will.

The concern with inflation arises from the fact that high rates

of inflation quickly erode the incomes of the citizens of a

nation. Wages and other forms of earnings fail to rise fast enough
to match the skyrocketing prices. It also robes iirms the ability

to plan and rationalise their business activities. There is a loss
of business confidence in an inflationary atmosphere that discourages
new investment. Galloping inflationary rates alsc tend to fuel
capital flight because residents find their wealth safer kept in
foreign DPanks than in the domestic banks where it is denominated in

a local currency whose value is fast being eroded.

Thus therm is strong justification to view a price policy that
would enhance rather than abate galloping inflation with revulsion.
It appears that this is the view that most people hold against

a liberalised price policy. But since the decade of the 1980s

saw Zambia move between price control and decontrol polcies

in a seesaw fashion we have an ooportunity to see the effect of
these two policies on inflation. Are price controls the best

and effective instrument to contain inflation ? What does Zambia's
experience in the 1980's reveal ?

In trying to answer these questions, the paper tries to make

a brief outline of tiie economic policies pursued in the 1980s
viz-a-viz price policy. Statisties on inflation are reviewed to

see how the rate of inflation responded in the periods in which the
different ( alternative ) policies on price were pursued. It is
concluded that the price control policy was not effective in

curbing inflation when it was applied between May 1987 and May 1989.
But the liberalised price policy that preceded it was equally
inflationary. The loose monetary policy pursued throughout . most of
the decade appears to be the adequate explanation of most of the
inflation experienced in the 1980s. In the light of this explanation,
the paper makes a submission that the current liberalised price
policy being pursued is likely to contain inflation because of the
measures to restrain money supply.
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THE PRE - 1987 STRUCTURAL ADJUSTMENT PROGRAMMES

Between 1978 and May 1987, Zambia pursued varying structural
adjustment programmes under the supervisor of the IMF and

the World Bank. These programmes seemed to have prefered

price liberalisation rathe: than price controls. The backg-
round to the introduction of structural adjustment programmes

is the 1970s economic problems that Zambia started

experiencing. These forced the country to seek assistance

from the IMF and the World Bafik. The programmes were

initiated in 1978 when Zambia concluded a two year stabilisation
programme that had three basic aims:-

(i) to restrain growth in demestic demand through
limitation of deficit financing of the Government
budget and the mining industry;

(ii) to encourage production through progressive reduction
of payment arrears which were inhibiting the inflow
of imports and contributing to inflation and foreign

exchange shortage through penal rates of interest;
and

(1ii to discourage imports and stimulate exports by the
devaluation of the Kwacha.

Various other agreements with the IMF were concluded and had
similar objectives. In 1982 Zambia initiated a gradual remwal
of price controls under these stractural adjustment programmes.
But it appears that Zambia had difficulties with the
application of the IMF programmes even in the early 1980s
because she failed to meet the IMF's quantitative performance
criteria especially with the reduction of the budget deficits.
Thus Zambia could only partially draw upon the 1981 Extended
Fund Facility and the 1983 stand-by Agreement. Zambia

argued that the full application of the IMF's prescription was

having adverse social effects on the population, especially
the vulnerable groups.

Perhaps the most extensive structural adjustment programme
that Zambia embarked on before lst May, 1987 was the stand-by
agreement initiated on 21lst October, 1985 which had the
following prescribed policy measures:

(1) devaluation of the kwacha;

(ii) price and interest rate liberalisation
(1ii) import liberalisation
(iv) reduction of the role of development planning and making

the Government budget as the major instrument of
managing the economy;
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(v) reduction of government expenditure by the remgval
of subsidies;

(vi) reducticn of the overall government budget deficit;
(vii) Privitisation of state owned enterprises.

The Zambian Government impgemented the measure to devalue the
Kwacha through weekly auctions of -foreign currency - which saw
the kwacha depreciate from K2.38 per US$1.00 in September 1985
to K21.00 per US$1.00 in April, 1987. The Zambian Government
appeared unsatisfied with the results of the application of the
October 1985 stand-by agreement with theIMF and World Bank. It
pointed out that the whole policy prescription seemed to have
created a situation of growing unemployment, galloping inflation,
rising malnutrition, a sharp upturn in the mortality rate as
hospitals failed to import essential drugs and other requisites
necessary to support life and general disintergration of Zambia's
social fabric. With this explanation, the Government abandoned
the structural adjustment programme on lst May, 1987 and ushered
in the New Economic Recovery Programme which aimed restructuring
the eccnomy through administrative means.

THE NEW ECONOMIC RECOVERY PROGRAMME

The New Economic Recovery Programme that replaced the free market
system had two main objectives:

(1) To manage foreign exchange as a strategic resource by
allocating it to designated high priority sectors; and

(i1) To stabilise the economy by controlling inflation

NERP contained five basic policy measures to achive the above
objectives:

(1) Limiting external debt servicing to 10% of net export
earnings on all existing loans.

(ii) Introduction of stable exchange rate-of the kwacha by
fixing it at K8.00 to US$1.00. This measure cancelled
the auctioning of foreign currency.

(1ii) Introduction of price controls and a price freeze on all
products with interest rates fixed at 15% with a 5%
margin. Collective bargaining was reaffirmed as a measure
determining wages and conditions of service.

(iv) Restrictions of the No Funds invdlved imports permits to
imports of essential consumer goods inputs and machinery not
available in the country.




(v) Restructuring the economy to raise capacity
utilisation of selected sectors and industries
within those sectors and improve the productivity
of the economy. The short-tempriority were
sectors producing essential and basic needs goods.

In applying the price control policy, twelWe basic goods were
designated controlled commodities. The list was later extended
to eleven other commodities at a later date. All the other goods
that escaped this list came under a general price freeze.

The Prices and Incomes Commission (PIC) was given the respon-
sibility to oversee the Price control policy. To increase the
price of a controlled commodity, a company had to apply to PIC
which conducted a cost audit to determine the validity of the
application. If the price was found genuine,PIC would then
recommend the price to the Minister of Comm2rce and_ -hdustry
that the price be approved. Tk= Minister later gazzeted the
price change. For the other products under the price freeze, it

was only enough to obtain ratification from PIC before raising the
price.

4 PRICE POLICY AND INFLATION

Having dicussed the outlines of policies pursued under a free
market system and an administrative market system it is important
that we examine their effectiveness in curking inflation in the
periods in which they were applied. Both the IMF/World Bank
structural adjustment programmes and the New Economic Recovery

Programme put a lot of emphasis on controlling inflation. But how
did they perform ?

An examination of the trends in year - on inflation provides some
insight to this question. Table 1 gives the annual rates of
irflation between 1981 and 1989. It is clear from the table that
by the turn >f the decade inflation in Zambia had started

assuming significant proportions as it became double-digit. The
rate of inflation was 12.5% for the low-income group and 13.7% for the
high-income group in 1981/82. The table indicates that inflation
had started entering unmanageahle margins by the middle of the
decade. From 18.2% and 19.5% for the two respective income groups
in 1983/84 it jumped to 38.0% for the low-income group and to
31.9% for the high-income group,By 1985/86 galloping inflation had
become a permanent feature in the Zambian economy and has been
mostly above 50%.

It is clear from the table that the period of the October stand-by
arrangement with the IMF that brought about a complete price
liberalisation saw an intensification of inflation. It is
important to note that inflation in this period was more for the
high-income group. The explanation for this lies in the
depreciation of the Kwacha that came with the auctioning of the
foreign currency.
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Goods with very high import content had their prices move higher.
The high-income category is more affected by this kind of goods
than the low-income category.

TABLE 1

YEAR-ON INFLATION RATES FOR THE LOW AND HIGH INCOME
GROUPS BASED ON THE CONSUMER PRICE INDICES (1981-89)

-

PERIOD LOW-INCOME GROUP HIGH-INCOME GROUP
SEPT' 80-SEPT’'El 14.6 11.5
SEPT' 81-SEPT'82 12.5 13.7
SEPT' 82-SEPT'83 14.2 13.4
SEPT' 83-SEPT'84 18.2 19.5
SEPT* 84-SEPT'85 38.0 31.9
SEPT' 85-SEPT’'86 51.5 66.6
SEPT*' 86-SEPT'87 52.0 57.2
SEPT' 87-SEPT'88 50.7 41.1
APRL' 88-APRL'89 85.7 67.7

Source; Central Statistics Office, Consumer Price Statistics,
Various issues.

It is also obvious from table 1 that the- period of price controls
although had the main objective of curbing inflation failed to
bring the rate down. By April 1989 inflation had moved up to

85.7% for the low income group and 67.7% for the high income group.
The strange development during this period is that inflation went
up higher for the former than for the later. This is inspite of
the fact that the gnods under price controls had more weight in the
low-income groups consumer price index than in that of the high
income group.

The Statistics indicate that the poor had their standards of
living more adversely affected thanpeople in the high income
category during price controls. The actual rates of inflation for
the low-income group should have been more than what the efficial
record shows because this group relied more on the black market.

Besides not having the intended effect on inflation, the policy of
price controls introduced an element of erratic supply in the

economy as it robbed firms the ability to revise the prices of

their products with the necessary speed and flexibility as production
costs changed.
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Although the institutions involved in the implementation of

price control policy responded with good speed the procedure

of applying for price changes was inevitably slow. There was

an inevitable time lag between the change of cost of production

and the time the new price was finaly approved. This forced

some firms to operate at a loss as the process of price

approval was going on. The firms ability to generate and plough

Lack profits to finance new investments and expanding production dasnhat

From the Statistics examined above it can be concluded that

both the liberalised and control price policies failed tc have

the desired impact on the rate of inflation. Instead inflation
surged on throughout the decade inspite of Zambia's experimentation
with both policies. This is enough evidence that the cause for
inflation could not be found in the price policy being pursued

at any particular time. Instead explanation should be sought
elsewhere.

In trying to explain the impotence of price controls the

Progress Report on the Interim National Develcpment Plan

cited the low capacity utilisation as the main cause of inflation.
Firms produced at much less than half of their installed
capacities creating shortages and laying a fertile ground

fcr price hikes. Thus the progcess Report saw supply bottlenecks
as the main explanation of inflation during the period of price
controls. . This explanation, however, also applies to the

pericd when prices were allowed to freely seek their own ceiling.
Low capacity utilisation that has resulted mainly from the
shortage of foreign exchange to bring in the required production
inputs hal been a problem right through the whole decade.

But it is 1mp0551b1e for scarcity to be translated into inflation
of demand remains low. After all scarcity means that demand is
excessive at that point of supply. Thus attention must also

be given to the demand side of the issue.

Throughtout the 1980's money supply in Zambia remained very high.
Whereas in the 1970s the annual percentage changes in money supply
(M1+M2) plus quasi-money was mostly although not always kept

below 20%,the case had been different for the 1980s. The rate of
change stayed mainly above 20%. The percentage change between
May 1986 and May 1987 was 78.6% for M2 alone. This was reduced
to 42.7% between May 1987 and May 1988 according to some calculations.
Although this decline is substantial it still remained very high.
It is clear from this that expansion in money supply was the main
cause of excessive demand in the 1980s which in turn fuelled
inflation. Milton Priedman's dictum,"Inflation is always and
everywhere a monetary phenomenon" remained true in the case of
Zambia.
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5 THE JUNE 30TH PRICE LIBERALISATION AND THE HGHT AGAINST
INFLATION

After the New Economic Recovery Programme failed to achieve
the stated objective of reducing inflation the Government
on the 30th of June, 1989 decided to take the rollowing

measures:
(i) decontrol prices on all goods and services except
on mealie meal
(ii) devalue the kwacha fro; K10 per USS$1 to K16 per US$; and
(iii) raise interest rates.

The measures taken on 3fth June also included a raise in the salaries
of employees in the formal sector pegged at 30% and 50% for high

and low wage earners in the Government while private and parastatal
companies were to rcise salaries according to their ability to pay. The
measures were later followed-by a demonetisation exercise that
replaced the old kwacha notes with new ones. The exercise was held in
a period of only ten days and helped to bring out large sums of money
held out of the banking system and gave the Government a historic
opportunity to have effective control over money supply. The

Central Bank has ever since followed thic up with various measures

to curb money supply by restricting commercial banks ability to

extend credit.

In the wake of the 30th June Presidential announcement the immediate
impact was to send prices skyrocketing. This appeared to confirm

the widely held belief that price liberalisation is inherently
inflationary. But the whole package taken if seriously adhered to by
the Government offers Zambia the hope of reducing inflation to a single
digit rate by the mid of 1990 decade. Certain considerations ought to
be taken into account when analysing the impact of the measures on
inflation.

It is important to differentiate between real price increasead prices
of goods in the authorised retail shops. One characteristic of the
period of price controls was the fuelling of the black market. Goods
were quickly s apped from authorised retail shops and later resold on
the black market where people paid as much as four times the official
price.. .But these prices were difficult to capture in official
statistics. After the liberalisation of prices for most essential goods
the increase in prices was not outrageously different from that which
the black market had already been charging. The black market has been
drastically reduced in the wake of price liberalisation. Although
statistics are yet to be compiled, there have been indications that
prices somewhat stabilised in the later part of 1989. It is too early
to be optimistic but this might be taken to indicate that the June 30th
measures are already having a desirable impact on inflation. The reason
is that the measures as a whole are deflationary.
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The Government has shown a resolute determination to cut down
drastically on money supply. This should severly reduce effective
demand and hence pressure on prices.

But we must be quick to point out that caution should be taken so
that the supply of money is nct reduced to a point where the whole
economy is thrown into a severe recession:. Farallel to the efforts to
reduce money supply must be measures that help directly to boast
production by applying the available resources most efficiently.
There is need in this reqgard to encourage competition in all markets-
of the economy.

A big area of concern in this environment of a liberalised pricing
system is the dominance of monopolies in the Zambian economy. Most
of the present monopolies were created with the 1968 reforms which
had the noble objective of giving economic power to the indigenous
Zambians who at that time lacked the necessary capital. These are
not the conditions ruling at the moment as thereare many Zambians
with both capital and managerial skills. It is necessary that we
take drastic measures to reduce the monopolistic dominznce. Ail
statutory restrictions that prevent investments in certain markets
must be urgently repealed. The Government must also investigate ways
that would make it easy for companies to raise the required capital.
A good measure worth considering is the establishment of a stock
exchange market. This will allow the private sector to grow to
compete effectively with parastatal companies.

6. CONCLUSION

Both policies of a liberalised pricing system and price controls
proved ineffective in curbing inflation. This is because a
pricing system can never be the instrument to fight inflation.
It was impossible for a pricing system to have had a favourable
impact on inflation in an environment of loose monetary policy.
The Government having realised this has now taken measures to
restrict money supply while allowing prices to find their own
levels. This strategy is likely to prove more effective in
fighting agaiinst inflation than price controls. But there is
need to accompany this strateqy with measures that have a
direct effect on production to boast the supply of goods.
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COMMERCIAL BANK'S AND INDUSTRIAL
FINANCING IN ZAMBIA*

Most developing countries are experiencing a massive deterioration
of the international terms of trade. Whilst the prices of the
manufactured goods from the North are.rising, those of tﬁe export
commodities from the South have been declining. Nonetheless,
experiences in the South-East Asian block, which has achieved
spectacular stfideé in industrial development are 1ncre5singly
being seen as the most approptiétq_steps to follow. Though Zambia
is basically an industrial country, in the sense that the wmining
sector still accounts for more than 902 of the foreign exchange
earnings, the mode of'-iugrai trading is srill in the raw form,
i.e. commodity state. Yence, like any other dgveloping country,
Zambia needs to put a lot of attention at the diversification

from copper and indeed at the development of the industrial sector.

Consequently, other support services, like banking, should be
expected to play their part.

HISTORICAL BASIS

In another study (Banda, 1989) it has been shown that credit policies,
and indeed the nature of the financial structure, is a manifestation
of the economic 6rientation of a particular economy. Im this

regard the credit policies of Zambia are also a legacy of the
economic policies of the colonial period, and those that-are being

pursued by the independent govermment since 1964.

At the turn of the century, the business community, largely relied
on credit services based in South Africa and Southern Rhodesia
(zimbabwe). The first commercial bank service was introduced

by Standard Chartered Bank in 1906. Barclays Bank came in 1918
aud Grindlays Bank Internatioaal in 1953. Theresfter, there has
been a steady increase, in the number of commercial banks, which
has been heightened in the late 1980's (Table ).

The views expressed in this paper, and indeed their interpretacion,

do not in any way reflect the official view poinc of the Zambia
National Commercial Bank Limited.




The commercial banking sector in Zambia (from the colonial period)
developed in response to the financial requirements of the mining
industry and the support satellite activities which provided gooés
and services to the principal economic sector (mining). The white
settler farming community and the Asian trading sector all fall
under the latter category. This business framework was reinforced
by the colonial governnént policies which discriminated against
the -indigenous population and those activities which were seeh

not to be compartible Qith the colonial government economic

hegemony. Hence it was a clear case of fimancing export - import

.production and trade enclaves (Seidman, 1974; Jucker-Fleetwood 1964).

The operations of the banking sector followed similar lines. 1In
o.der to consolidate the patterm, the colonial goverﬂment established
sector financial institutions to provide investment c#pital. In '
1953 the Land and Agriculfural Bank and the Industrial Lzons Board
were created. These institutions aimed at giving start-up capital

to white settlers who could invest either in the agricultural or in

the industrial sectors, respectively.

Soon after independence the name and oriemtation of the Land
Agricultural Bank was changed into Credit Organizétion of Zambia
with a mandate to provide loaprs only to indigenous Zambians.
Earlier on, the Industrial Loans Board has also gone through ﬁome
changes. The name was changed to Industrial Development Corporation
(INDECO). Instead of promoting private entreprenuership, INDECO
started to invest directly into industries. This was mainly due to
the limited in-roads that the ingenous businessmen had wmade in
industrial establishment and of course the limited exposure to
industrial management as compared to the running of grocery shops
and agricultural producé broking. Indeed, this orientation was
enforced in the 1969 Economic Reforms, in which the state took over

a number of foreign owned companied and turned them over to INDECO
to rum. ‘

In an effort to promote indigenous industrial entreprenuership the
gerrnment established ‘the Industrial Finance Company, Development
Bank of Zambia, Small Enterprises Promotion,Village Industry

Services and other facilities like the Industrial Estates in the
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Provinces, Credit Guarantee Scheme. Indeed, support has glso
been given to the Non-Governmen: Organization fraterq;ty to include

credit components in their development programmes.

These institutions were created because it was realised that in spite

of the existence of the commercial banking sector, their conventional
operations do not confirm to the industrial development goals of a
developing ccuntry like Zambia. In norwal circuustances, tiz commercial
banking sector just speéialises in the provision of short-term

working capital for the day-to-day operation of the industry. Some

of the most common facilities provided by banks are the

following:

1. Overdraft Facilities

Overdrafts are a means of providing finance on an operating
account for the working capital requirements of a client.

These facilities normally run for a period of twelve months.
2. Loans

Commercial banks normally offer short and medium term loans.

The fornér run for a period of two years whilst the latter run
for three to five years. Wirh the involvement of other banks, it
is common to arrange consortium lohné, which normally tend to be

for medium and iong-term financing facilities.

3. Letters of Credit

The purpose of a letter of cradit is to finance the importation
of goods and services. When a letter of credit is issued on
behalf of a customer the Bank is committed to honouring all

drawings which are in accordance with the terms of the credic.

The main conditions are that the bank should take security to
guard against unforseeable risks and that there should be

exchange control approval from Bank of Zambia.

4. Guarantees

Bank guarantees are issued to enable clients to receive their
supplies without production of bills of lading or parcel
receipts before goods are paid for. The main conditions of
this servi:e are that the liabilities of the bank should be
discharged by payment of a specified sum of money and the
expiry date of the guarantee should be specified.




Leasing

Leasing is a new form of credit which is becoming increasingly
popular in Zambia. A lease is a contract between the .Bank and
its client to hire a specified item which the B2ak retains
ownership and the client possesses the right of usage of the

asset upon payment of rentals over a period which normally rum
for three years.

In a lease agreement the bank -does not demand any security
since it retains title over the leased item. However, the

bank has to be satisiied with the integrity of the customer.

In the first three years, i.e. primary period, the customer pays

fixed monthly rentals to the bank. The lease can be extended

for two more years, i.e. secondary period. In this period the
leasee pays his rentals in two instalments of 17 of the total

cost of the leased item. Thereafter the leased item 1s to be sold
tc a third party. During the life of the lease the leasee meets
the running cost, including maintenance and repair as well as
meeting the insurance cover. Banks expect the leasee to submit

annual accounts of the operations of the enterprise in which
the leased item is utilized.

There are a number of advantages for a leasing facility. On
the part of the “leasee, the facility avoids the need for heavy
cash outlay which could have been used for outright purchase of
the leased item, since the Bank finances 1002 of the total cost
of the item. In view of the technological changes, the leasee
if afforded an opportunity of replacing the equipment at the
end of the primary period. The facility also affords gteatef
tax relief because rental paid out is charged against pre-tax
profit. On the other hand a lease facility enables commercial
banks to go beyond the normal working capital provision. Since
the bank can now.marshal resources for the financing of
equipment and machinery and still ~xpect to be repaid within a
short period of time. Hence circumventing th: long iead time
that could have been required if a medium or long term loan
facility had been given.
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The major drawback of the leasing facility in Zambia, is that

in almost all cases, the required item has to be imported. Due
.to the scarcity of foreign exchange, in Zambia, the usage of this
facility is limited. On the part of the leasee this facility
does not bestow ownership of the equipment, thus limiting the
the leasee 8 flexibility to dispose of the equipment. Though
rentals are made there is no inculcation of the spirit- of
ownership. Hence, there could be laxed in proper-usage and

maintenance of the leased equipment.

RELATIONSHIPS WIT% OTHER RELEVANT INSTITUTIONS IN
FINANCING INDUSTRIAL PROJECTS

In normal circumstances, commercial banks, merely provide facilities
for working capital purposes only. Investors are expected to obtain
medum and long term loans from irvestment financing institutions,
like Development Bank of Zambia. Other non-bank finance institutions
like Zambia State Insurance Corporation, Zambia National Provident
Fund, -Workmens Compensation Fund, etc, at times also provides

investment finance to big industrial projects.

In the provision of credit to operating or new companies, banks
request and accept guaréntees from conglomerates or holding companies.
It 1s quite common, in Zambia for ZIMCO and INDECO to provide
guarantee cover for loans obtained by their snbs1diary companies.

The same applies for reputable companies in the private sector.

In Zambia there has also cases where a number of banks come together
to finance large industrial projects. In such a case the financing
package is apportioned amongst the participating banks according to
capability. It is also common for the government tnrough the
Ministry of Finance and National Commission for Development

Planning, to guarantee loans of Some.state owned statutory companies.

STRENGTH OF COLLABORATION

Collaborative financing 1s advantageous in a number of ways. Thé
participating institutions finance only that portion of the project
in which they have special expertise (Jucker - Fleetwood, 1964).
For example, investment banking institutions have the expertise and

experience to appraise a long term loan whilst a conveational
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commercial bank only specialises in short term working capital
requirements. A merchant bank can also be involved in the

arrangement of foreign financing .

In the case of consortium lcans, large sums of mounwy can be
mobilised and made available to finance large industrial projects

without putting undue pressure on the financial capabilities of
the.participating banks,

The involvement of conglomerates, in the absence of permissable
security by the principal borrower, gives banks assurance that in
case of default the banks will have recourse to the guarantor.

Nonetheless, banks prefer such guarantees to be supported by
tangible securities.

WEAKNESSES OF COLLABORATIVE BANKING

In cases where different financial institutions participate in the
financing of industrial projects, sharing of security poses major
problems. Most financial institutions fo not accept the sharing
of securities pari-pasu. And they do not easily accept second or
third legal mortgages bécause of the bottlenecks associated with

such securities. -Where a bank accepts a second legal mortgage it

is feared that it could end up losing, in case of a default, to

first legal mortgage holders advante.
conglomerate guarantees have their own porblems. They tend to
be too bureacratic and tedious. Even where the government is

involved, it is normally very difficult to recover dues in time.

MAJOR BOTTLENECK IN INDUSTRIAL FINANCING

In spite of the myriad facilities that commercial banks provide to
the business sector, their financing capabilities are severely
impaired by the import dependent structure of the Zambian economy.
The most profound bottleneck is the scarcity of foreign exchange.
-Taking the case of the Zambia National Commercial Bank, for instance
whilst the proportion of industrial exposure was 62.2 per cent in
1980/87 by 1984/5 it had come down to 25.9 per cent and by 1988/9

it was down to 14.8 per cent. This trend has got.nothing to do with




- 135 -

the bank's attitude towards the industrial sector considering that

as a state owned bank it has to work closely with other companies

in the ZIMCO conglomerate. The basic problew is the import dependent
structure of the Zambia industries and also the scarcity of foreign
exchange which has deteriorated in the last few years.

The only options which can lead to an enhancement of the commercial
banks exposure to industriy is either to localise industrial
requirements or to put more efforts in the promotion of foreign
exchange earnings, or both. The Zambian govenaent is already putting

a lot of attention at the promotion of non-traditional exports as a

way - of supplementing mineral exports earnings. The industrial sector

s also expected to contribute by reducing upon their imported industrial
requirements.

SUMMARY AND CONCLUSION

In this paper an attempt has been made to look at the historical
development of the Zambian commercial banking sector. The services
that the banks provide have been described. The paper has also sliown
the advantages and weaknesses of collaborative banking. In the last
part the paper tries to highlight that the major limitation of
commercial bank exposure to the industrial sector is the import
dependent structure of the economy and the scarcity of foreign exchange.

It is suggested that the only option of enhancing industrial financing

is the localisation of industrial requirements.
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TABLE | PROFILE OF THE EXISTING COMMERCIAL BANKS IN ZAMBIA
NAME YEAR OF OPENING
1. Standard Chartered Bank 1906
2. Barclays Bank 1918
3. Grindlays Bank International 1956
4. Zambia National Commercial Bankl 1969
5. Natiomnal Savings and Credit Bank2 1970
6. Citibank 1980
7. Bank of Credit and Commerce 1982 i
8. Indo-Zambia Bank 1984
9. Meridien Bank 1984
10. African Commertial Bank 1985
11. Export and Import Bank 1987
12. Lima Bank® 1987
13. Finance Bank 1988
14. cCapital Bank 1988
‘ 15. Manifold Investment Bank3 1988
NOTES

1. Formed through the amalgamation of the Commercial Bank of Zambia
the National Commercial Bank.

2. Operates through the network of the Post and Telecominications
Corporation.

3. Operates like any other couaventional Commercial Bank.
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TABLE 2 ZAMBIA NATIONAL COMMERCIAL BANK INDUSTRIAL EXPOSURE
1980/81 - 1988/9
TOTOAL ADVANCE TOTAL EXPOSURE TO PERCENTAGE EXPOSURE
YEAR (K lillion) INDUSTRIAL SECTOR TO INDUSTRIAL SECTOR
(K million)
1980/81| 170.7 27.17 62.2
1981/82| 208.4 56.7 27.2
1982/83] 261 68.8 26.4
1983/84| 317.2 62.9 19.8
1984/85| 374 98.3 25.9
1985/86] 416 102.3 24.6
1986/87| 713 99.9 14
1987/88] 1024.1 153.2 14.9
1988/891 1225.3 181.74 14.8
SOURCE: ZNCB, LUSAKA 1990.
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I. INTRODUCTION

Generally the role of a Central Bank in a 'developing' country

like Zambia significantly differs from the role a Central Bank plays
in a developed economy. '

In a country like Zambia, the Central Bank's role has to be thought
of quite differently given the existing financial system which has yet
to evolve to a stage reached by the currently classified 'developed'
industrial countries. As against the c:rthodox central banking functions,
the role of the Central Bank in Zambia cannot be restricted to that
of a regulator in that, the institutions to be controlled and credit system
to be regulated have still to evolve to necessitate a regulaotor. In this
t2gard, the Bonk of Zambia's role has to be conceived in the context
of evoivihg @ sound financial infrastructure conducive to rapid eccnomic
development. It is the Central Bank that has to take the lead in
evolving the Credit Institutions instruments and yield structure that
are essential for the efficient mobilisation of savings; and the allocation
of resources consistent with the outlined development objectives. This
developmental function need is performed in such g way that the Central
Bank still maintains close, continuous and active contact with the Credit
system so essential for the success of its regulatory function.

Having noted, briefly, some of the pertinent issues with regard
to Central Bank's role from a developing country's perspective, it becomes
inevitable that from the very outset we bear in mind the fact that the
Bonk of Zambia is not a promotional institution and as such it hardly
carries out any direct promotional contact with any specific sector.
The Bank's role primarily assumes o macro-economic dimension in that,
it being the custodion as well as implementor of the country's monetdry
policy, any benefits which o sector may enjoy as a result of Bank of
Zambia's policy initiatives has to be in line with the overall Monetary
policy being pursued at the time. |

What this implies is that the Bank of Zambia primary  allegionce
is to the overall Monetary Policy the country is pursuing rather than

to the development or promotion of any specific sector, be it industrial
or otherwise,
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2. THE ROLE OF THE BANK OF ZAMBIA IN FINANCING INDUSTRY

In Zambia, as is the case in most countries, commercial banks
are the principal mobilisers of savings and cs such they are the ones
who should be in the fore-front in meeting the credit needs of various
sectors for financing investment prcjects. With their nationwide network,
it is the commercial banks which have close and intimate contact with
agriculture and industry as well as the capacity to meet the term credit
needs of these sectors. In this regard, the Central Bank's policy
instruments to affect the cost as well as availability of credit would

be much more effective if they are directed through the commercial
banks.

Three factors, amongst others, are vital to any Central Bank's
ability to regulate and influence the targeting of credit to preferred
sectors. These include, the policy instruments available to the Central
Bank, the extent of reliance of the specific sector on bank credit,
aond the dependence of commercial banks on Central Bank assistance.

The policy instruments used by the Bank of Zambia have generally
been based on administrative controls of one form or another depending
on the overall monetary policy being pursued at the time. In the pést
few year-, extensive reliance has been place on the use of minimum
reserve requirements. These requirements on which no interest is
paid presently stand at 35 percent for demand deposit, and 26 percent
for time and savings deposits. There is also in force a statutory liquid
assets rctio that is presently set at 55 percent. The Bank of Zambia
also sets maximum commercial bank lending and minimum savings rotes,
which at present stoand at 35 percent and 23 percent respectively,
all other commercial bank rates are negotiable.

2.1. STRUCTURE OF COMMERCIAL BANKS ADVANCES

Table 1 in the appendix shows the percentage share of total advances
accruing to various sectors over a period of 19 years from 1970 to 1988.
Clearly, the table reflects a relatively healthy picture in that manufacturing
has been- accounting for quite a reasonable share of the total advances
to the private sector.
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The percentages in table 1 indicate a general declining trend over
the period up to 1983 when the trend began to show an upturn. During
the 10 years from 1970-1979 the manufacturing sector accounted for
on average of 20 percent of the total commercial bank advances to the
private sector. This compares unfavourably with the 17.2 percent
on the average which accrued to this sector in the years between 1980
and 1988. A further breakdown into the five year periods beginning
1970 brings out the picture more clearly as this average percentage
share the manufacturing sector was accounting for persistently declined
from 21.4 percent between 1970-1974; to 18.6 percent between 1975-1979;
and further to 15.4 percent between 1980-1984 before iie five year

average increased to 17.2 percent in the four years between 1985 and
1988.

Several reasons, other than just strict commercic' bank lending
conditions, could be attributed to this development. Hecwever, paramount
amongst these is the availability of foreign exchange to the sector in .
that this has a direct bearing on the performance of the industrial
sector in view of the sector's high dependance on imported inputs and
Spare parts. ’

The linkage between the quantum of advances accruing to the
industrial sector and the availability of foreign exchange could be viewed
from the side of demand for credit by the sector. Since the bulk of
the sectors inputs in terms of raw materials and other spares are imported,
the effective demand for credit will be determined by how accessible '
this sector is to foréign exchange. This is so in that most of the demand
for advances from commercial banks by firms in this sector would be
made to enable these firms finance the purchase of foreign exchange
to facilitate the importation of raw materials and other inputs as well
as the replacement of machinery. '
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To some extent this view is supported by the trend implicit in table
1. As the table indicates, the declining trend in the share of credit to
the industrial sector become more pronounced in the post 1974 era which
witnessed @ progressive contraction in the economy as a result of the
reversal of the favourable trends which marked the performance of the
mining sector up to 1974. This was the period when the country's export
earnings were declining rapidly in view of the decreasing price copper
was fetching at the London Metal Exchange. The reduced export receipts
meant a contraction on the import bill. éonsequently, those sectors highly
dependant on imports, of which the industrial sector is one, were negatively
affected. In line with this, effective demand for credit by the industrial
sector became affected -ince, as noted earlier, this demand is directly
linked to availability of foreign exchange.

However, as the table indicates, the picture slightly changes from
1984 onwards when the manufacturing sectors share began to increase.
The sectors shares increagsed to an average of 19.4 percent in the four
years between 1985 and 1988. This period (beginning October 1984) reveals
a period when the country's policy developments made it relatively easie-
for firms in this sector to have access to foreign exchange. Two major
policy developments characterise this périod. Firstly, this was che period
during which the Auctioning of foreign exchange was introduced; secondly,
this period also witnessed the launching of the New Economic Recovery
Programme (NERP) on May 1 1987 after the Auction of foreign exchange
was discontinued.

During the Auction system, the bidding system enabled firms with
enough Kwacha cover to compete effectively and hence have access to
foreign exchange. Before the Central Bank baned firms from getting

commercial bank loans/overdrafts for this purpose, it was relatively easier
for firms to get credit specifically for bidding purposes. This practice
to o certain extent had a positive impact on the quantum of advances
accruing :to:-the manufacturing sector during this period.

On the other hand, the NERP set a limit on external debt servicing
to 10 percent of the country's net export earnings after the ‘foreign exchange
requirements of ZCCM, ZIMOIL, Zambia Airways and Fertilizer imports
were taken into account. This measure according to the NERP, was meant
to reactivate the economy in that the balance remaining after the 10 percent

for debt service deduction,. was to be 'ploughed back into productive ventures'.
ploug
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The Foreign Exchange Management Committee (FEMAC) was assigned the

task of deliberately biaising the allocation of foreign exchange to predetermined
priority areas, Ranking high amongst FEMAC priorities was the

manufacturing sector in general and those enterprises producing essential

or basic goods for domestic consumption in particular. Clearly, FEMAC
enabled a lot of firms in the manufactufing sector to have access to foreign
exchange and it would not be surprising to note that a large number have

had to resort to commercial banks for loans to finance their foreign exchange
purchases.

From what is discussed above, it is clear that the advances pattern
should not only be looked at from the restricitve nature of commercial
Lanks loan appraisal methods, but should also be viewed as highly influenced
in the Zambian case, by the lack or availability and accessibility to foréign
exchange which has a direct bearing on the effective demand for cre-'.t
by the industrial sector. -

»

2.2, LINKAGE BETWEEN BANK OF ZAMBIA AND OTHER FINANCIAL
INSTITUTIONS IN FINANCING INDUSTRY

In Zambia, our development plans have been for a long time reflecting
industrial development as one of the major priority areas, and of late
emphasis has been specifically on the development of Small Scale Industries.

One problem that Zambia has faced especially in the post 1974 era
has been the scarcity of domestic capital-in relation to the size of investment
required to achieve high and self sustaining .rates of growth in the industrial
sector. Generally, industrial enterprises both large and small suffer from
similar handicaps in that they lack the technical skills and access to
technological information and capital. Additionally, industrial znterprises
have difficulty in acquiring machinery and raw materials which mostly
have to be imported. These problems are compounded by the limited access
to foreign exchange enterprises have. However, of all the problems,
the difficulty which such enterprises have in obtaining credit has been
identified as the most serious handicap faced by enterpreneurs more so
those in the small scale industry category in that it limits their ability
to obtain the services necessary to operate their enterprises. A small
scale enterepreneur needs capital to acquire machinery equipment and
factory premises as well as for the day to day management of the business.
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This has mainly been because, even though financial institutions do realise
the importance of this sector, they are compelled to only assist in a way
conducive to their own viable existence. To ensure this, they have laid
down a strict criteria which they adhere to when .considering the eligibility
of an applicant for loan facilities.  This small enterprises normally fail

to satisfy.

The obstacles. to the financing of such enterprises are thus well known.
Besides the general scarcity of financial resources which affect industries
of all types and sizes, commercial banks are reluctant to grant loans because
the risks of lending to small and weak enterprises are relatively higher.

The means of overcoming these obstacles are either to create public financial
institutions with sufficient resources and libral lenaing policies or to ensure
the cooperation of commercial banks through Credit Guarantee or Insurance
Schemes. In either case the condition for effective operations is that
technical and managerial assistance must-be closely linked to financial
assistcnce both at the stage of applications for luons and at the stage

of use of funds.

In this regard, the main concern of a country like Zambia should
therefore be to develop appropriate channels for mobilizing capital from
outside the industrial sector for use by industrial enterprises to supplement
reinvestment of profits from this sector.

To ensure an adequate supply of financial resources for industrial
development in the private sector, the main need is to provide an appropriate
set of financial institutions and ensure that they have adequate resources
at their dispozal. However, not only must sufficient volume of finance
be made available it 'must be made available in appropriate forms. The
promotion of industrial development in the sector requires an adequate
supply of risk capital in the form of equity investment, long-term loans
to finance the purchase of fixed assets and short or medium-term loans to
finance inventories and other working capital requirements.

To ensure the sufficient supply of risk capital in the form of equity
investment, the government through its policies has 'tried to create conditions
in which investment in the industrial sector is more attractive than other
forms of investment such as trade, and real estate. A group of incentive
measures have often been used for this purpose. The government through
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the Bank of Zambia have been trying tc encourage commercial banks and -
other financial institutions to lend a sufficient proportion of their resources
to the industrial sector, through establishment of schemes such as the
Credit Guarantee Scheme. For the large enterprises, recourse is normally
made to some other specialised financial institutions such as the Development
Bank of Zambia which often supply a major part of the fixed capital required
in view of the unwillingness by the commercial banking system lo supply
industrial enterprises with long-term loans. Such institutions play a major
part not only in supplying finance, but also in promoting and follow up

on the implementation of new industrial projects.

2.3 THE CREDIT GUARANTEEE SCHEME

Commercial Banks have generally been reluctant to extend finance
to small scale industries due to the relatively high risk involved in lending
to small units. The security offered is often inadequate, the loans are modest
in size, and the cost of processfng them is relatively high. Small enterprises
are generally inefficient in their accounting and book-kecping and often
find it difficult therefore to satisfy the lending conditions of commercial
banks. Commercial banks also tend to adopt a conservative attitude in
assessing the credit worthiness of Small Enterprises and are inclined to

impose more strict conditions on advances to them.

In view of these constraints faced by the Small Scale Industrial Sector,
and to effect the government objectives, it was felt that a non-traditional
approach to institutional credit was required. It was invitable that a special
system be developed to address complex problems of offering credit to a
large number of smali scale idnustries who lack -collateral security and need
only small amounts of capital on a timely basis. It was thus necessary for
the government to give inducement to credit institutions to advance loans
on more libral terms to small enterprises. This was seen as a more useful
and effective arrangement than for the Government to assume direct
responsibility for credit assistance. The Credit Guarantee Scheme concept

was thus adopted. The scheme was primarily established to create a healthy
financial environment to enable commercial banks provide credit facilities

to the otherwise financially starved small-scale enter~rises. In view of the
commercial banks insistence on particularly collater.:: -- urity, it was felt
that the scheme could substitute this by offering a 4. + :¢on a




substantial portion of both the principal and interest components of the loan
such that the lack of tangible secuirty does not become too primary in the
commercial banks advancement of credit to this sector. The Central Bank
being the custodian of this country's monetary policy was fhe best placed
institution to opercte ~such a scheme. Since central banks traditional
functions give no aliowance for such operations, the Bank of Zambia .Act

was amended in 1985 to enable the Central Bank go into this kind of venture.

Since the amendment of the Bank of Zambia Act, various developements
have taken place which have necessitated further amendments to be made
to the Act. When the idea of the Credit Guarantee Scheme was initially
conceived, emphasis was solely placed on those small-scale enterprises in
the industrial sector engaged in mdnufacturing. Those enterprises in sectors
like agriculture were considered to be adequately catered for in terms of
credit fccilities and other production inducement incentives whilst those in

the services sector were totally excluded from the scheme.

In view of these short comings, a further amendment wes made
to the Act in 1989 with a view to broaden the coverage of sectors benefitting
from the scheme. As a result, the foliowing changes have so far been

made:

( i) The term enterprises now means an ui.dertaking engaged in

manufacturing, agriculture or in the provision of services;

( ii) A small scale enterprise now mears an enterprise having capital
assets not exceeding one and half million Kwacha or such higher

amounts as may be prescribed from time to time.

(iii) the guarantee cover is now 70 percent of the total loan

amount or 70 percent of the amount in default.

(iv) the need for an enterprise to be registered with SIDO
as previously required was rescinded and as such there is
now no need for ¢ SIDO or VIS recommendation

( v) Eligible financing institutions were increased to include the
following in addition to those indicated in the Banking Act.
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( i) Small Industries Development Organisation
( ii) Finance Bank Limited

(iii)  Capital Bank Limited

( iv) Lima Bank Limited

( v) Development Bank of Zambia

(vi)  Manifold Investment Bank Limited

(vii)  Zambia State Finance Company

Since the scheme became operational, 88 applications have fHeea
received as at end of October 1989. These were valued at K6.57 million.
Of these, 54 or 61 percent were approved with a total amount of K2.08
million or 34 percent of the total amount seeking guarantee coverage.
The distribution amongst- financing institutions of the successful
applications is as follows:

Financing Institutions . No %

( i) Zambia National Commercial Bank 20 37

( ii)  Small Enterprises Promotion 30 55

(ii)  Standard Chartered Bank 2

( iv) African Commercial Bank 1

( v) - Meridien Bank 1 2
TOTAL 54 100

The major reason for rejecting the 34 other recommended projects
was due to assets disqualifications in the sense that the total value
of fixed assets for the affected firms exceeded the then stipulated
limit of K250,000.00. The other reason was that of incomplete
information on the applications submitted.
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CONCLUSION

Having noted the significance of financial assistance to the
development and enhancement of the industrial sector, it is important
to bear in mind that, even though capital is- considered to be a primary
need for industrial progress, it must not be viewed as an end in itself.
Project management does not only need | financing but other factors
necessary for a firms successful operational existence do exist. As
such, promotional activities are needed to devise wiys and means of
ensuring that firms with access to finance are able to utilise it adequately
and ensure susifnance of their projects. This makes the creation of
_promotional institutions necessary to direct enterpreneurs, especially
those in-the:small-scale sector,on.aspects. concerning management,
marketing, finance etc. Apart from this, for this nation to realise
the objective of industrial development, practical efforts have to be
made on improving the industrial envronment, especially the infrastructure
which is indespensible for industrial and overall development. Inadequate
infrastructure can prevent the establishment of new firms or even cripple

the exisiting ones, particularly in the more remote areas of the country.

However, it is hoped that the creation of promotional and financing
institutions such as SIDO, SEP, VIS etc. will, to some extent, contribute

to the achievement of some of the development objectives addressed
in this paper.
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APPENDIX
TABLE 1
COMMERCIAL BANKS ADVANCES BY BORROWER GROUP
AS PERCENTAGE OF TOTAL ADVANCES
End of | Agric Manufac- | Mining & Bulidingé | Transport Financlal Personal Other GCovern Non- Distri-
Period ) turing Quarrying | Construc- Communi- | Institu- Accounts ment resident | butlon
tion cation tion

1970 2 55 27,15 3.13 13.85 3.24 4,18 8.01 9,37 0.24 0.16 25,00
1971 11.67 19.60 9.54 10.00 2.%0 3.86 7.24 7.5 4,08 0.005 23,48
1972 5.37 18.80 15.00 6.75 2.74 5. 47 8,04 9.10 4,31 - 24,06
1973 6.02 18.41 16.45 3.69 3,98 7.51 6.94 8,95 1,30 0.78 26,24
1974 6.00 22.8% 19,73 2.55 3.86 1.66 8,02 12,77 3,10 0.43 18,97
1975 3.36 20,33 28.31 2. 14 5,04 4,85 7.82 7.48 1,25 0.02 19.07
1976 3.05 20.64 24,13 2.43 5.12 3.60 7.40 11.62 3.75 0.008 18,28
1977 3.8 16.70 24,67 2.00 5.74 4,53 9.54 8.13 8.97 0.003 15,86
1978 5.75‘ 18.99 12.51 3.10 13.64 2,54 10,58 13.34 5.63 0.008 13,85
1979 8.39 15.59 8.39 2.98 5.92 4,08 7.91. 16.79 18,24 0. 0005 15,99
1980 6.75 19.04 11,56 2,75 5.41 4.05 11,03 20,25 3.20 0.04 15.87
1887 13.50 11.35 17.40 1.74 6.0 4,28 7.43 18,80 3.00 0,011 16,44
1982 15.27 14,61 16.92 1.65 4,88 2,52 13.33 14,3 2.08 0.00017 14,29
1883 13.15 15.32 12.94 1.63 4,46 4,17 3.75 22,96 6,29 - 15,29
1984 11.74 16.85 9.80 1.80 7.16 2,97 4,66 19.47 2.40 0.30 22,78
1985 14.55 18.61 9.56 4,65 3.09 4,48 10,47 4,99 .12 - 28,45
1986 14.96 19.83. §.04 4,26 2,07 3.16 13,23 13,38 0.90 - 22,12
1987 11.%7 24,00 4.0 2.5 2,80 - - 17.6 - - 13.30
1988 14.70

- 691 -~



COMMERCIAL BANKS ADVANCES TO THE MANUFACTURING SECTOR TABLE 2
¢'000)
End of Period Total Manufacturing % : 10-Year mean % 5-Year mean %
1970 91,175 24,759 27.15
1971 139, 466 27,334 19.60 . 21,36
1972 156,282 29,389 18.80
1973 140,479 25,872 18,41
1974 241,026 55,058 22.84 19.9
1975 293,873 59,746 20,33
| 1976 311,427 64,283 20.64
1 1977 319,510 53,382 16.70 18.45
| 1978 ) 273,57 51,962 18.99
{ 1979 415,363 64,781 15.59 .
1980 354,296 67,466 19.04 z
1981 498,687 56,640 11.35 .
1982 598, 447 87,462 m 61 15.43
| 1983 690, 058 91,942 15.32
i’ 1984 754,979 127,235 16.85
‘ 1985 607,051 112,982 18.61 17.26°
i 1986 894,978 177,497 19.83 19,29 b
| 1987 2,396,060 . 572,360 24,00 '
i 1988 4,231,000 579, 800 14,70
|
|

a Nine year mean (1980 - 1988)
b  Four year mean (1985 - 1988)
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TABLE 3

COMMERCIAL BANKS ADVANCES BY BORROWER GROUP
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~n  elalf ot the Develupment Fanl of- Tanb:a (DET YL L slesd o
Sl Sehasld I would like to thank oo ™Mr Chizir:
ER ahare with  you '
= ' na irn Sar

lrve to firstly
c=LGomeEnt
shizent anc aperational

: enly In the last IS5 vyears that Development ol
I rtutione have received world—wide acc Ceptante and populerit,
in  the Developing countries. DFI’s have come to b2 regarded as
cetrumente for espeeding up econcmic Srowih, ezpsciallis
Susloial growiii,  in their respective courntries. They heo oo Sees
i o make an imgpact on employment and have cStimulales  saall
£ Enclerprisecs,
iWdern  times z2re characterised by specialisziicr ir ail fielddz,
2t Development Finance Institutions are ite reflectiocn im  the
fi=ld of finance. In Zambia we have the Banlt of Zambiz a3 ths
cartral Fank and we alsc have a number cof commercial banbs. Ye
also have non-bank financial institutions like the Zambia Nzationz
Tuilding Society, Zambia Maticnal Frovident Fur2., Zambic State
: arrce Corporat:on and the Export and Import Sank.All thezs
¥ cial institutions have their estaSlicshed functicns and & ver
important role to play ir our ecoromy.

itz therefore not a negation of their importance when I state tha
development +inance is not their primary function.Commercial banl
prefer to provide short term finance and leave medium to long-
term finance to specialised institutions. These specialised
institutions again, generally lend for very special purposes, as
for 1nstance wmortgage financing for buirldings by the Building
scciety. The gap the Development Eank hacs come to fill within
this financial system is the mobilisation cf domestic and for zigr
rErorces 1n grder to provide mecdium and long—term -“unrde for
proiEct investment.

zoetabiished in 1972 by an Act cf parliament the Devi lopgm ot
Baned of Zambia commerced cperaticns in 1978, The Zanb was created
to promote ecornomic devalopment Ly mch1lising botis domostic oo
toreragn financ:sl resource= {or or lernZing to the following aicr

"

(]




- 154 -

—marpfacturioag
~M1ring &0 GuUsTr ool
-tcurlsm

—~transpart and storag:
—large scale corporats szeizulto
—fareztr, anrd
—fickino

creration:l policiss  are
development sricritizs 2o
Flans. Froiecte whoch =ati
criteria arz financad:
—utilis DR 1Tl S
mater:
—expar-t ocrosction
—fosterina 1i-lacszs with oitbsr
Industirise
—encouraging rodus i
ication ang Zecente
—crzat:on of peronan
-Jeveiopment of 1o
znd mansowzr ckiils
—import substitutic
Frozects assisted by the Bank cshould alwayz hs
viable, technically feasible and sociallyv desirabl
£2!1 »ithin the following categories:

Tre Development Bank of Zambia grants m an g foans
to private limited liability companiss/na-asztatal
organisations/co operatives. It alec investzs in the share-capital
of sone deserving enterprices. The Banit’c tcoctal zutstarding
commitments in  favour of one sirgle entercrice neither e:icsszds
Z0% of the Fank’= net-worth nor 727 of the 2ntergrise’s tived
essets.Further.the PBank’s tcotal investment in form cf s=squity
participation doecs not excead 257 of its networth. DRI s ma.iaun
equity investment in a single enterprise does not excesd St of

its networth nor 2357 of the cshare capital of the enterprisse.

It should be mentioned here. that the Bank’'s funde arz not
normally committed specifically for financing of working «
Wnere appropriate, DEZ may jain  witn other £1
institutions, local or foreign in financing projects.

Besides the lernding function, DRI also provides technsical and
advisorv services to potential i1nvestors., azs:ct inm obtaining and
placing foreign investment and undertalbe: carch Yo promcete
investment opportunities. The Bank also carriec out & wmenis toiamng
function to ensure succezsful iaplexentation anld managament 67
proyects 1t finances.

=
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approy=d, ES TN
wort!, mentiogric
zub-z=ectcrs:

—manuy
=&
—hanu
bt 1 =Y SR
nECEs <
-saw walls, olai.irng a: i
Canning ard preesiag Tastal e
—manufsstura of rubks
—€pinniNg.weEaving and iss
C. 2]

S L - nGcLhe
7 were those thet save on importse. This =mphaszices the Baik’ s
commai tment to national pricritiecs.
All the grsjects have beern fir thaorough ERFE- M
wart, evalusting thes not onl anc:al snd  tec I.nut
zlsc by economic and €aCio-=Ccon a.
Th= small scale 1ndustrial ssctor hez =2 grezt sSotentiel Lo
zontribute in a variety of weys to production. In recognit:on of
the i1importance of this sector, & fully {ledaed 2mall =z=cate
industries lending programme was established irn 1233, Th.g
devel ogment followed from the discussions with Government end 'he
DEZ Act was accordingly amended by parlizament :r 1555,

Ccornisequently the Development Eanik of Zamsia

Special Fund for Rwal DPevelopment (5FFD) as a sort of a
window"” throcugh which emall scale loans t COnCEessSionary
conditions and termes can be granted. The SFRED i1g a revoalving fund
created out of donations, grant=sz and locans on  concessichary
terms.The fund is used to provide loans., eguity participation and
technical assistance toc rural bacsed small scale entrepreneures
The eligible borrowers under SFRD include:

-smeall scele agro-
irnduztries
- ED! sCalo indistrie:

monufacturing agricul tur Al
replemante :nd toals
—amal l siiale e st
workshops
~zm&l t srale trennpint

i orural areas
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fund=s for

the sus

Developme

firancad.

Cimall Indu

Thz Ezaibs i

nurturing of renes z=riil

scale industriz! projects: 1o b=

Small Scale Erntergrices: Freoemciion

Eank in conijunction wWwith the Frisd = Foun W=t
Sermaeny i1 1203, SEFR s zn; =it and  gr company
whaose overs:l ochjesttive 1s to =23 =mzil scsie ses  to
set wup or improve their cacazilities. Thz szsicta: ist cof:
i’ LGiirect pa-ticipstion in egeity 1 of - isEs.
it} Frovieicn of loans.

::11) Frovision a7 amanagansst an ounting mervices.

iv? Trairning in managemen. =li

SEF's participation in =scuitv is intended 2 be for a limited
periocc during which time the Zambh.an entireprensur receives
intensive trainjing from SEF <o that eventually he will not only
Lz the sole owrer of ths coapany Sut alzsc will have been
trained to run the company independently. Thus the DHZ initiated
small <ccale inducstrv prograame through SEF, ig intendeda to
complement the efforts of SINO promoted projects.

However. the Bank does nrnot work 1n a vacuum. 1t works 1in a
political, ecornomic and institutional environment.As such, it has
linkages with other rslevant institutions in financing inductrial
projects. I have already mentioned that other thar the
granting of medium and lcng term loans the Fank mav Jjoin with
other financing instituticons, looal cor foreign, in $inancing
projects. Where appropriat=. the Banl has beern 1nvoived in equity
investment tocether with  other 1nstitutions. This kind of
10ve) vaement hat oo far worred well.

JLive borrower:z are
Lal el ther {0

As = long and mediun term onder, DBEI dore not provide shiort tzrm
loanz specifically for worbing capitel. Frospe
requrred to find own cources of worbind
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Though tihe decontrol of prices has 1ts cwn advantzge:z to the
ecorcasy. we cshould appresciste thst 1t may have zdverze effects of
cormsumers 1in the short run. In this connection. the upward trend
of € of raw materizle and the devaluation of the kwacha
SGal1T forrsian cwrsnoies haz sdversely affect=d cur clisnts in
the mentztion ongd operation of their projects. Some S+ ths=
SrGt the Lsn:y nes financed., ozpacially those that are nzw and
thi=se that ted machinery anc equignent have
sxperiencsg entat:onal problems because ¥ the
rieing pric ! uctuzting exchange rate of the bwaches
egainst international cuwrenciez. While thes Bank is sympathetic t:o
thizs s2tuatiocn, itz bevend ite ju-isdiction to do anvything. Thece
s»ternal i1nfluencs:s has adversely affected the Parnk’™s operationss.

The adverse effect tricklecs down to DBZ’s profitability in the

firal anslvyzis becavssz, TEBEI has to repay 1its forzign currency

lozans at the current market exchange rate, while its cliente

resay their loans to DBZ at the rate w@which was ruling at

the time of iepayment., which, may be several years back. This

means DBZ hasz teo zover the differenze between the current exchange
rate and the ocld suchange rate. hence the loss

These externalitiss dictate thst the Bank makes 23 deliberate move
to divarsify 1te operationie and seel other ways of rescurce
mobhilizsation. Irn thie regard. it may rot be asliing tooc much for
an  institution which <since :ncepticrn has not rece:ved any
Government grant, to sugacst that the Development  Rank  of

lamblia be cons:dered for placewent of scme of the funds svailable
te the Government e cugh the counter velue fund zcheme. b

througty  the vears, the Baalb hoo demonctrated -ts maturstiy ond
capac3tyv  to haoandle and channe! any funde mobilised b 1t te
product)ve rnvestoznt . Futharamore  the Governmont shaoata g1 .
conerderation for abeortbing the foreign cochiangs lowso oo ed
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MANUFACTURE CF MADE-UF TEXTILE GOOLS
EXTEFT WEAVING AFFAREL.
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GZTIC FRODUCTS NOT
IED.
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ECTURE GF gTFUrTMFQL £
FACTURE OF LIME, CEMENT = 5
FACTURE OF NON-METALLIC MIMERSL
UCTES NOT ELSEWHERE CLASSIFIED.
Y BYTEEL BASZIC IMDUESTRICS,
EREOUS METAL BASIC INCUSTERIES.
! FEAZTURE OF CUTTLERY, '4SRND TS &
G:NE:A' HGRDWARE.

MANUFACTURE CF FURNITURE % FINTUSET
F”IMQEILY OF METAL.

MANUFACTURE OF STRUCTURAL METSLL
FRODUCTS.

MANUFACTURE OF FABRICATED METSH
FRODUCTS EXCEFT MACHINAFRY & =0UIEME
MCT ELSEWHERE CLAGSIFIED.
MAMUFACTURE OF SFECIAL INDUCSTRIAL
MACHINERY & EQUIFMENT EXCEFT METEL &
WOOD-WORKING MACHIMERY.

MASNUFACTURE OF MACHINERY EQUIFMENT
“XCEFT ELECTRICAL, MOT ELSEWHERE
CLASSIFIED.

MANUFACTURE OF ELECTRICAL AFFARATUS ¢
SUFFLIES NOT ELSEWHERE CLASSIFTED.
AHNUFACTURE OF MODTOFR VEHICLES.
MANUFACTJRE OF MOTOR CYCLES & BICYCLES.
MANUF SCTUREZ DOF FROFESSIONAL &
SCIENTIFIC, 2 MEASURIMNG AMD COMTRGLL ING
EDUIFMENMT MOT ELSEWHERE CLASSIFIEND.
HDIELS, RDOMING,HMOUSES, CAMES & OTHCR
LODGIME Fi_ACES.

OTHER FASGSENGEFR LAMD TRAMSFORT,

FEEIZHT TRANSFOET BY E0AD.
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SMALL SCALE INDUSTRIES AND THE INDUSTRIALISATION
PROCESS OF ZAMBIA

INTRODUCTION

Industrialisation has long been identified as not only the major
venicle for but also a consequent of accelerated economic development.
It is onlv a fact to state that all developed countries are also
industrialised and all less developed countries are not. This state
of affairs is attributed to the major role that the manufacturing
sector plays in creating greater linkages within itself and with
other sectors of the economy. This obviously leads to greater

mobilisation and more effecient allocation and utilization of resources
in the economy.

Technology, which is now considered an important factor of production
enolves around the manufacturing sector and its benefits accrue to
other economic units resulting in economic development. It is there-
fore on the bhasis of this apex position of the manufacturing sector
that less developed countries are striving and must strive to

industrialise as a matter of priority and urgency.

Zambia's manufacturing sector which could be considered to be fairly
well diversified has however nct been able to creat a major impact

on the economy as would have been the case. For irstance, manufacturec
exports are negligible, 1In general terms however, the sector has

the following characteristics which have great implications on the
industrialisation process :

a. Many large scale industries, a few medium scale industries
without a well develped small scale sub-sector. This means
that these large scale industries have to rely op their inputs

and components on foreign suppliers.

b. As a consequent and in addition to thelr inability to earn

foreign exchange, there is great capacity underutilization of plant.

c. Lack of finishing capabilities so that finished products are
exported.
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It is also necessary to point out that for industrialisation to

take place a large market base is a pre-requisite. Therefore,

for small markets like Zambia's, it is essential to export
manufactured products so that a greater market to sustain ihdustrics
is achieved. However, the existing industrial structure in

Zambia as pointed cut in (a) above, does not offer opportunities

for exports of manufactured products. In order therefore to redress
this current position and facilitate industrial developed it is
being suggest here that a pyramidical structure of the industrial
sector be encouraged. This means that the missing link, small

scale industries be developed to supply inputs and subcontract

processes to large scale industries.

SMALL SCALE INDUSTRIES, INDUSTRIALISATION AND THE AGRICULTURE SECTOR

Zambia‘'s agricultural potential is immense but largeiy not fully
exploited. It is the reliance on agriculture therefore that holds
the countries industrialisation process. The agriculture sector
depends on the manufacturing sector for the supply of &agriculturel
machinery and tools and for processing of agriculture produce.
This means therefore greater dependency between the two sectors.
The 1increased incomes in rural ares as a result creat a market

for industrial products which could accelerate industrialisation
process.

The small scale industries in particular have a major contribution
to make this effort. The agriculture sector, over the years has
received a iot of resources from the government with support of the
international community. This support has been in form of provision
¢f loans especially to small scale farmers, establishment of
fertilizer plants ané seeds, strengthening of training of farmers

and extension services and agricultural subsidies.

However, these efforts have not corresponded with those directec

at 1mproving agricultural eguipment and machinery especially for sma
scale farmers in rural areas. Neither have efforts to help produce
reach markets been amplified, resulting in a great deal of wastage
of produce 1n rural areas and conseguently lower output overt:ime.
The third component of agricultural support has been that of storacc

facilities for grains which have almost permanently been in short
supply.
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To redress this situation the small scale manufacturing sector

has the potential to make a major contribution to this effort
because:

a. They have a much wider coverage in rural areas and can. therefore

have immediate and direct complimentaries with small scale farmers

b. The present utility infrastructure facilities in these areas

is not very adquate to support large scale industries but 1is
fairely sufficient for small scale ‘adustries.

c. Technology in small scale units is low enough to be mastered
by relatively lower skilled personel such as is available

in rural areas.
Small scale industries therefore could: .

a. provide requisite agricultural tools and machinery

b. process and preserve agricultural produce especially in
remote rural areas

c. provide more permanent and relatively cheaper grain storage
facilities in rural areas.

PRESENT LIMITATIONS OF SMALL SCALE INDUSTRIES TO FULLY
CONTRIBUTE TO INDUSTRIALISATION

——

——— -

Inspite of this great potential the small scale sector has in the
strategy of industrial development presently major constraints
exist which render the sector less potent than would have and

should be the case and these constraints are:

a. FINANCIAL : the sector has received negligible funding which
has led to a wide range of problems such as lack of adequate
machinery, lack of materials, consequently poor guality procducts

and inaoility to create links within the manufacturing sector ard
with otner sectors.

b. TECHNOLOGY : As a consequeat of the above, the sector lacks
modern technology in terms of skills process and equipment
to make them attractive enough for subcontracting activities

and also produce high quality final products for the market.

C. WORKSHOP SPACE: lack of proper workshops with adequate facilities

d. MANAGERIAL SKILLS : lack of adquate managerial skills to

smoothly operate business.
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SMALL INDUSTRIES DEVELOPMENT ORGANISATION

The government with the intentions to promote small-scalc industrice.

established SIDO as the apex body in the promotion and development

of the sector. SIDO also coordinates and directs policies related

to the sector. The organisation offers the following services:

a) 1identification of production lines

b) Carrying out feasibility studies

c¢) Preparation of project.profiles

d) Selection of machinery

e) Technology development

f) Technical, Management, Marketing and Accounting Consuitancy
and Extension Services

g) Estaviishment and management of Industrial estates

h) Mobilization of finance

i) Legal services

j) Project financing

k) Project implementation and management

i) Entrepreneurial training

The organisation therefore, has 2 comprehensive package of
assistance to the sub-sector and this makes it idezal to

implement and supervise small scale programs.

PROPOSED STRATEGY

Tne long-run strategy for strengthening the SSIs to help in

incustrizlisation are:

1. Financial: a) The government needs to mobilise funas
and create a special fund for smail sce:.s
industries. Responsibility for financing
SSI's has always been a governmenti one
the world over.

b) A small-scale bank be established urnder
SiD0 would ensure that projects also
receive package assistance from the
organisation

¢) Institutional strengthening of SIDO anc

Zreater resource allocation in its activities.
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Technological: An intergrated technology development and

ing centre for SSI's be established under
auspicies of SIDO. The Centre will

a) Serve a cross-section of production 1i-
b) Build indigeneous technology capacity

c) Diseminate technological information

d) acquire, adopt and adapt foreign
technologies

e) serve as the base for entrepreneurship
development

f) carry out activities in the improvezen
of skills, process, equipment ancg rew

materials.

As a specialised centre, it will have the advantages of

economies of specialisation, closer links units

Investment Targetting

A strategy to direct investments in selected mzaufacturiars
activities is required. Such activities would be:

a) those with higher value added

b) those with major local raw material base e.g. woo0I-D-

brass, textile-based etc.

Local Content Program

A systematic program to increase the local content in
selected products over time. This would help i promci.c

contracting activities and greater domestic depencency.






