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I.A. Introduction 

This analysis was undertaken in October 1982 by REDSO/ESA 

at the request of the AGI.D. Representative in Zambia to help 

elucidate the causes of the current economic crisis in that 

country , shed di n.g f u_r the r 1 i g ht upon : 1) the nature of the 

economic deterioration, 2) the main .weaknesses in the 

macroeconomic policy framework, and 3) possible A.r.n. measures 

that could help improve the situation and policy 1framework. Part 

I looks at the general macroeconomic situation and attempts to 

place it in historical P.erspective, while Part II looks at the 

Agricultural Sector alone in more depth. Stu Callison and 

Brandon Robinson are responsible for Part I, Robinson doing 

Section I.F. on GRZ fiscal policies and Callison th~ rest; and 
\ 

Dirk .Dijkerman concentrat~d on Part II. Many of the sources used 

are cited at least once in the ·footnotes, although some very 

helpful· and more recent material was provided confidentially by 

sources who asked that it not be referenced. 
\ 

\ 
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Many of Zambia's current problems date back to the 
British colonial period and the brief interlude of federation 
with Southern-Rhodesia before Independence in 1964. The British 
needed cheap labor to work in the copper mines~ so they imposed a 
Native Tax payable only in cash to force the Africans to work for 
pay. They res~rved the best agricultural land for large-scale 
expatriate far~ers and relied on them to produce cheap maize 
instead of developing the indigenous farming system. The 
European producer price for maize was higher than the African 
producer price, although both of them were kept below the import 
price and maize consumption was subsidized to -keep the cost of 
labor down. Tax revenue, much of it coming from the mines, was 
spent on urban infrastructure and services for the chlef benefit 
of the mostly Europe~n elite, while the rural areas and African 
agriculture and education were seriously neglected. Traditional 
systems of agriculture actually eroded due to the loss of labor 
from the rural areas, their exclusion from the main market&, and 
a deliberate policy not to develop a rural road network. 

For several years after independence rising copper prices 
kept government coffers well filled with revenue. Large amounts 
were invested in education, transporcation and energy facilities 
and a variety of rural initiatives and projects. Despite the 
latter, the fundamental rural problems remained. Urban 
improvements were primarily focussed on large-scale projects and 
modern industry. The development prbgram failed to.achieve a 
solid base for expansion of employment and income-generating 
opportunities. In .the woFds of President Kaunda himself," ••• 
most of the industries set up •• are heavily dependent on imported 
raw materials and other essential production inputs; the 
technology imported has been capital intensive and least suited 
to the Zambian fuarket.· Above a11; the planning process has 

~/ The following discussion is based on an .excellent summary 
contained in ILO, Basic Needs in an Economy Under Pressure, 
IL 0 I J As p A , Ad di s A b'rib;:--1 9'80-(P;;n:·;--:LnaryDr~Tt)-, -! -·----~---
PP· 5-6. 

?:_/ F r o m IL O , £.E..:_~!_!_. , p p • 6 -11 • 
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remained weak, both in terms of its impact on decision~making and 
in terms of its ability to establish a system of monitoring 
progress of implementation of development projects and 
programmes.".!./ 

Longstanding rur~l/urban disparities h~ve persisted and increased 
enormously, as have the wage differentials between those employed 
in the so-·called "formal sector" of th.e economy and in the 
informal sector. Government services have remained much less 
effective for low-income groups, particularly for the rural 
majority, than for high income groups, and have probably 
deteriorated since independence. 

Despite the recent international shocks it has suffered, the 
basic weaknesses of the Zambian economy are internal and 
structural. This can be highlighted in terms of four critical 
trends: 

1) The continuing adverse movement of the rural/urban terms of 
trade against the rural populationo From 1965 to 1980 the prices 
of agricultural goods generating income for the rural population 
declined by around 65 percent relative to the prices they must 
pay for urban products they need. 

2) The rise of average.real urban wages in the formal sector by 
an average of 9 percent a year to a peak in 1973, thereafter 
falling by nearly 20 percent but remaining 40 percent' above their 
1965 level; has been matched by little or negative increase in 
labor productivity. Zambia became a high-wage economy as far as 
the "formal" sector was concerned, despite the rapidly growing 
numbers of unemployed and underempl_q.yed low-income workers 
accumulating in the urban and ~ural informal sectors. 

3) The rapid expansion of\. industry has been based largely on 
large-scale capital-intensive techniques, depending heavily on 
imported inputs, thus providing little employment per unit o..f 
investment and Iesulting in a very small income multiplier effect 
from domestic sources of supply. Only 23~000 jobs were created 
in the manufacturing sector during the 14 years from 1965 .to 
1979, despite the huge sums invested initially in new enterprises 
and the continuing huge subsidies required to maintain production 
in some of them. \ 

11 Rep. of Zambia, Third National Development Plan, 1979, P• iii. 
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4) Government expenditure, both recurrent and capital, has 
remained heavily biased towards urban centers, with the 
proportion going to rural areas actually declining in many 
respects and the bulk of agrieultural expenditures going for 
subsidies. 

These four trends result not so much from impersonal market 
forces as from a series of political and administrative 
decisions. They refect the relative ~olitical weakness of the 
,majority rural population vis-a-vis.urban residents and the 
·strength of the £-0rmal sector-;rb;; workers and their labor 

unions. They may also reflect a lack of an a priori 
,understanding of the effects of economic polici;~··";"-which have had 

results quite the contrary of the of ten-reiterated official goals 
of satisfying the basic human needs of all Zambians. 

~he high cost and ca~ital intensity of modern industry have 
resulted from unbalanced development, creating few jobs and an 
increasing dependence on imports when the country needed more 
jobs and reduced imports. Yet the high level of domestic saving~ 
and investment achieved in the first decade after independ~nce 
indicates that a substantial investible surplus was available to. 
the country. The extent of this surplus has declined in more 
recent years and, unfortunately, much of it is now preempted by a 
steady growth of regul~r claimants, so that even when copper 
prices are reasonably high, little of the surplus remains for new 
development initiatives. Three groups account for the bulk of 
these preemptive claims: 

1) Inefficient and/or inappropriate ·industries which require 
annual subsidies, often hidden, or ustained protection to remain 

in operation; 

.2) UrbAn consumers and those (mostly commercial and 
"emerging") farmers· receiving subsidized agricultural commodities 

or fertilizer: and 

3) The "social bureaucracy"--the growing numbers of 
government and parastatal employees receiving high wages and 
salaries but contributing little to production or to the 
effectiveness of essential government services. 

Thus the large inv tible surplus, which was once thought to give 
Zambia high potential for fairly rapid economic development, has 
been largely pre-empted by thi u~ban, ipdusirial and mostly 
higher income s~ctions of the Zambian economy~ leaving the 
deprived rural and low income gr~ups to subsist on what remains. 
Within the rural areas themselves, limited resources and 
inadequate market, transpor.tation and other basic facilities 
interact to reinforce poverty and inhibit attempts to escape from 
it. 
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The continuing decline in external terms of trade and the 

world-wide recessionary demand for exports have exacerbated the 

adverse trends summarized above during the last two years. GDP 

per capita declined another 5.5 percent while Gross Domestic 

Income, adjusted for the changing terms of trade, declined 

another 11.9 percent. Net national savings went sharply negative 

as recurrent expenditures cre~ted budgetary deficits and the 

level of private savings dropped below capital replacement 

requirements. Formal sector employment continued to decline as a 

proportion of th~ total labor force while the low-income urban 

informal ~ector employment and unemployment continued its 

dramatic increase. Pr-oductivity per worker continued its steady 

drop, particularly in the mining and quarrying sector. The 

external surplus on the merchandise trade account disappeared, 

with the dollar value of total exports declining and of impbrts 

rising with almost equal speed, leaving the UeS• $0.6-o7 billion 

deficit of the invisibles to. dominate the current account 

balance. Mounting external deficits were financed by almost 

doubling out~tanding foreign debt and its debt service payments. 

the latter reaching around 40 percent of export earnings i~ 1981, 
as total foreign debt almost equalled annual GNP. Meanwhile, the 

real, trade-weighted foreign exchange rate of the Zambian kwacha 

appreciated by 21 percent, moving in a direction that would 

;;rmally~nd to worsen a balance of payments deficit instead of 

c,orrecting it. 

1. Performance ...._...._ .... _..._ .. _________ _ 

In constant 1970 prices Gross Domestic Prod~ct (GDP) 

grew by an average of 2.7 percent annually between 1965 and 1975~ 

but then fell by 1.9 per2ent a year for the next few years. 

After rising 3 percent in 1980 the growth rate turned negative 

, a'ain (-1.8%) in 19810 Constant prices ignore changes in 

"·,,.._p e 1 a t iv e imp o r t and expo rt pr i c e s , how eve r , the e ff e c ts o f which 

have been almost overwhelming in Zambia's extremely open economy, 

where exports plus imports equalled about 90 percent of GDP in 
the late sixties and early seventies, and still came to 80 
percent in 1981. Th~ external terms of tr&de facing Zambia 

declined by a staggering 69% between 1970 and 198le Real Gross 

Domestic Income (GDY), adjusted for changes in the terms of 

trade, fell at an average annual rate of 3.8 percent during these 

last eleven years, to a 1981 ievel 35 peicent below that of 

1970. Real GDY· per capita has (allen by 60 percent since 1965, 

and 54 percent during the last eleven years alone. (See Tables 1 
and 2). 
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As estimated in the GNP accounts, the contribution of the mining 
sector to GDP diopped from 41.0 percent in 1965 to 18.1 percent 
in 1979 and 7.6 percent in.1981. Construction activiti~s, which 

!had grown rapidly between 1965 and 75, fell by·l981 to only 55 
1 percent of their 1975 levele Manufacturing, which grew by 11.5 
·percent a year in the late 60's and 4.1 percent through the early 
70's, has also been declining since 1975. Agricultural output 
declined in the late 60's, expanded in the early 70's, levelled 
off in the late 70 1 s and has finally begun to grow again in 1980 
and 81 (mostly in the small "commercial'* sector, with growth :i.n 
the rnuch larger subsistence sector remaining a very modest 1.2 
percent per year). As a proportion of GDP, however$ agricultural 
output rose from 10~7 percent in 1970 to 17~9 percent in 1981, 
due mostly to the decline of other economic sectors. (GNP 
estimates of agricultural output are of doubtful accuracy, 
however.) Electricity, gas and water is the only sector that 
gre~ consistently throughout this period. The services sectot, 
though it also stagnated in the late 1970's, boosted its 
contribution to GDP from 25.4 percent in 1965 to 41~8 percent in 
1981. (See rable 3). 

This discouraging· performance has occurred despite a rather high 
level of Gross Fixed Capital Formation throughout this period, 
averaging well above 20 percent of GDP. But after deducting the 
relatively high factor for replacement of fixed capital consumed 
(depreciation) of 15 or 16 percent (of GDP), a positive net 
investment level only. around 5 percent of GDP was recbrded which, 
even given much more ef ~icient capital/output ratios than Zambia 
has achieved in recent years, was not enough to keep output 
gr-0wth ahead of population growth. The failure of such a high 
level of gross investment to generate a higher or even positive 
rate of GDP growth is indicative of-··zambia's serious economic 
problems. (See Table 4.) 

\ 

Gross National Savings wete also very high in 1965 and 1970; · 
reaching 33 and 34o5 percent of GDP, respectively. Between 13 
and 14 percent was attributable to the central government 
(recurrent budg~t surpluses), while more than 20 percent of GDP 
was saved by the rest of the economy -- an unusually high savings 
rate. The large surplus of domestic savings over investment must 
have been due to the transfer of savings abroad, however, 
following independ~nce. 

\ 

This performance declined in the 1970's, with gross national 
savings reaching 17.5 percent pf GDP in 1979, only slightly more 
than the 14.6 percent needed to replace.fixed capital. Since the 
rest of the economy was still saving 25Gl percent of GDP, the 
national decline was due solely to the drop in central government 
savings from +13.9 percent in 1970 to -7~6 percent in 1979. 
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Government savings continued in the red through the next two 
years, as recurrent expenditures outpaced revenues, while savings 
in the rest of the economy also began to decline, \reaching only 

, 8.5 percent of GDP in 1981. After deducting depreciation 
allowances, this pushed net national savings into the red, -6.8 
and -9.9 percent of GDP r~-1980 and 81, respectively. A positive 
rate of net domestic investment depended solely on net borrowing, 
credits and increases in arrears from abroad. (See Table 5). 

aa Inappropriate Pricing Policies 

Factor and commodity pricing policies since .independence 
have resulted in a number of distortions in the allocation of 
productive resources that have reduced both the efficiency of 
investment and the rate of overall economic growth by 
a) incresasing the capital intensity of production and reducing 
the rate Qf employment generation, b) increasing the import 
dependence of domestic industry and discouragin6 production of 
domest~c inputs, c) discouraging agricultural ptoduction, d) 
protecting high-cost manufacturing production, e) discouraging 
production for export, f) resulting in a suboptimal mix of 
commodity production within agriculture, and g) perpetuating 
highly skewed distribution of income that results in higher 
demand for imported products than for lower-qual·ity domestic 
goods~ Producer prices for major agricultural commodities, with 
few exceptions, have been held significantly below world market 
price equivalents,~/ even as viewed through the overvalued 
official exchange rate. This has reduced investment incentives 
to increase production in the agric~_ltural sector and, by keeping 
farmer incomes low, has reduced farmer demand for (and therefore 
local investment in the manufacture of) farm implements~ supplies 
and consumer goods, many of which can be produced locally. The 
main exceptions to this piice policy have been for tobacco and 
wheat (1965-75) and for maize, wheat and rice (1975~79)~ with the 
recent increase_.in producer prices and fertilizer subsidies for 
maize production, the Zambian staple crop, being the most 
important. While corn production has grown rapidly in response 
to recent increases in price and subsidies, it has done so partly 
at the expense of production in other crops that have a higher 
net social valuel/ than maize, but which still suffer from 
artificially low oflicial prices, since f~rmers are quick to 
switch crops to the higher income earner. 

!_ / S e e W or 1 d Bank , ~~~.£.!,~_Qe,~~!:.E..l._~~~~~~£.~~~~?-!.~~~~~-, Rep o rt No • 
3 0 0 7 --Z A, Feb • 2 7 , 19 81 , pp • · 2 2· - 3 • The weighted average ·producer 
price for ten majoi crops was 25% below import/export parity 
prices from 1965/6-1974/5 and 16% below from 1975/6-1978/9. 
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Since the early 1970's the authorities have also followed a 
policy of uniform pricing throughout the country, ,for both 
commodity inputs like fertilizer and gasoline and the final 
product, ignoring sometimes large differentials in transport and 
handling costs. This has the effect of subsidizing most heavily 
those crops with the lowest value per ton and discouraging the 
production of crops with higher net social value as well as 
production for local markets within the more remote regions. 

The overvalued foreign exchange rate and protective trade regime 
serve to dampenAomestic investment and production further by 
artificially skewing price~ in favor of final manufactured 
products, relative to agricultural products, and by lowering 

imported capital and intermediate input prices relative to the 
cost of using domestic labor and domestic sources of input 
supply. The high effective tariff rates on final goods, caus~d 

by the cascading tariff system of imposing higher nominal tariffs 
on final manufactured goods than on intermediate and capital 
inputs~ together with quantitative licensing and other import 
restrictions~ defend a significantly overvalued exchange rate, 
which makes agricultural parity prices cheaper in kwacha terms 
than their true world market value, while maintaining relatively 

·higher prices on manufactured items~ This artificially reduces 
the rural/urban terms of trade and further discourages investment 
in agricultural production in favor of of ten high-cost 
manufacturing products that have a lower net social value of 
output per unit of investment. 

In addition, by making imported inputs look cheaper relative to 
potential domestic sources of supply, the overvalued exchange 
rate also discourages demand for locally produced inputs that 
could generate more domestic employment and raise the domestic 
value-added portion (and thus the contribution to GDP) of the 
final goods produced. 

Interest rates represent the price of capital for new physical 
investment and for working capital needed by on-going 
activities. B~ maintaining ceilings on the interest rates paid 
ort savings deposits below the rate of general price inflation, 
the banking system is providing negative real remuneration to 
savers, thus discouraging higher rates of savings that could be 
mobilized for investment purposes and resulting in higher levels 
of monetary demand \for consumption goods, which, in the absence 
of higher productiori, is inflationary. By maintaining similar 
ceilings on interest rates fo~ investmen~ loans well below 

1/ 0 Soclal value" is said to differ from market value when 
;ignificant externalities are present or, as in this ca~e, when 
prices are controlled at levels which do not balance supply and 
demand. 
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market-clearing levels, and often negative in real terms as well, 
the authorities have created a situation where the demand for 
credit far exceeds its supplya This results in credit rationing 
to favored ~lients to whom the credit provided is\heavily 

1 subsidized, thereby encouraging the purchase of more 
capital-intensive equipment and other inputs than is socially 
desirable and discouraging investment in more labor-intensive 
technologies and production activities that would generate morB 
employment and higher incomes for larger numbers of people. 

Other, less-favored loan applicants who are denied access to the 
limited supply of credit may have less collateral and somewhat 
more risky investment proposals, the expected economic returns on 
which, however, may be considerably higher than the projects 
funded and may be therefore well worth the investment at much 
hi_gher rates of interest. Such investors also tend to be smaller 
firmst farmers or businessm~n, as well~ who normally ~ursue more 
employment-oriented activities and require less capital per job 
created. Thus, artificially low interest rates such as· those 
found in Zam~ia distort savings and investment incentives away 
from socially optimum· levels in several dire~tions, much reducing 
the output efficiency of investment and the amount of employment 
generated.'!:) 

In addition to the interest rate subsidy for capital investment, 
the use of capital equipment instead of more labor is also 
encouraged by fiscal i.ncentives such as tax deducti.ons, 
depreciation allowances and duty-free privileges on imports, all 
of which tend .to lower the cost of capital-intensive technology 
relative to production processes that would employ more workers. 

The price of labor is of course the-·-prevailing wage rate(s) .. The 
wage level, compared with the relative costs of oth~r factors of 
production, is important pot only because it determines the level 
of income received by those households dependent on wage labor, 
but, even more importantly, it helps determine the relative 
attxactiveness of more labor-intensive production activities and 
technology vs. those more capital- and/or land-intensive, and 
thus to .a great degree it effects the rate of growth of paid 
employment in the economye If, as in Zambia, wages are 
artificially maintain~d at too high a level (significantly higher 
than the market-clearing level in the "informal" or rural 
sectors, for exampl~), the rate of employment growth in the 
modern sectors of the economy will be reduced and, despite the 
fact that those workers who are fortunate enough to have jobs in 
that sector are earning relatively high'incomes, the total wage 
bill could very well be declining over time compared with what it 

2/ Prof. Michael J. Applegate has provided a good discussion of 
t.h e s 0 c i a 1 in e f f i c i e 11 c i e s and mi s a 11 0 c a t i 0 n 0 f r e s 0 u r c e s ca us e d 
by current Zambian interest rate policies in "Restructuring of 

Interest Rates in the Republic of Zambia: Some Policy Proposals," 
USAID/Zambia, September 1982. 
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could have been with a higher rate of employment at somewhat 
lower wages. Aside from the inequities of the improverished (and 
in Zambia, growing) ranks of ~nemployed a~d underemployed workers 
seeking jobs closed to them by the high wage ·rates demanded by 
powerful labor unions, such a wage policy limits the overall 
growth of employment and income accruing to the masses of people, 
thereby limiting the growth of effective domestic demand for 
domestically produced goods and services of all kinds, and 
providing a strong d~sincentive to further investment and 
production. It also perpetu~tes and increases urban/rural 
disparities of income, especially in conjunction with low 
producer prices in agriculture, since the high-wage formal sector 
is predominantly an urban sector, and such disparities draw 
excessive labor migrants to the cities looking for highly paid 
jobs that don't exist, instead of encouraging more of them to 
stay on the farms to increase food production. 

b. Production Inefficiency 

Because!of their importance in the Zambi~n economy, the 
efficiency with which the parastatals are run significantly 
effects the rate of growth of GDP. The parastatals employed 43 
percent of the "formal" sector of the ec.on.omY. (although only i.8 .. 0 
percent of the entire labor force) in 1979.l/ ~heir efficiency 
has been less than desireable due to the scarcity bf experienced 
management (which is discus~ed more below)) to poor project 
choices, to lack of timely investment funds for improvement 
(often due to official pricing policies) and ·to 

under-capitaliza~ion together with weak debt managment capacity. 
In addition, their dependency on imported inputs and 
capital-intensive technology has limited their linkages with the 
test of the economy and reduced thel~ overall production 
efficiency, especially when faced with severe shortages of 
foreign exchange and the consequent import restrictions. 

The high levels of effective ~ariffs together with quantitiative 
import controls .on final goods have protected inefficient, 
high-cost produ~tioµ pro~esses, since the costs could easily be 
passed on to consumers. 

Some progress has been made recently in improving the productive 
technology of comme.rcial agriculture, but in general agricultural 
productivity per he~tare remains very low, particularly in the 
subsistence agricultural sector~ for which applied research and 
extension efforts have so far been minimal. The informal urban 
sector has also been neglected. and suffers from inefficient 
technology, lack of credit, lack-of management and technical 
skills, and from a public policy bias favoring larger firms and 
the "formal" sector. 
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c. Transportation Problems 

For a landlocked county Zambiats high level of 

imports a ud imports comp a red to GDP ts exc ep 0tional and magnifies 
the importance of any problem that may arise with its overland 
routes through neighboring counties to the sea. Such problems 
have abounded since 1965, when Zambia deliberately began to 
reduce its dependence on the route through Southern Rhodesia to 
Beira in Mozambique after the Unilateral Declaration of 
Independence by the white-dominated regime in Rhodesia. The 
border with Rhodesia was closed completely from 1973 until the 
political settlements of 1980. Subsequent port congestion in 
Lobito and the Angola War disrupted traffic in that direction 
until i~ stopped completely in 1975. The opening of the TAZARA 
railway through Tanzania to Dar es Salaam facilitated shipments 
through that port~ but inadequate port handling capacity and 
inefficiency have been problems. The roadways to Malawi rail 
links with Beira and Nacala and to the Kenyan port of Mombasa 
have handled some of the traffic, but are less economical. 
Continuing unrest and insurgency in ola, Mozambique and parts 
of Zimbabwe are still causing transportation difficulties. · 
Domestic transport facilities are fairly well developed along the 
"line-of-rail" (the three ·major mining provinces), but roads in 
the more rural areas are much less adequate. This adds to. the 
economic costs of agricultural production in the latter areas 
relative to the more central regions. 

d. Political Turmoil in Neighboring States 

By permitting Zimbabwe guerilla units to use Zambia 
as a sanctuary and openly supporti their struggle for majority 
rule ·in Southern Rhodesia, Zambia was drawn increasingly into the 
conflict until open warfare broke out in 1977, with Rhodesian 
ground units attacking and air raids pounding Zimbabwe guerilla 
bases deep inside Zambia. Mounting defense expendituures 
exacerbated mounting economic difficulties, as did the closure of 
the southern ra~l links with Mozambique and South Africa and the 
loss of export markets in those countries. 

A somewhat less intensive, but similar involvement in support of 
independence struggles in Angola, which ended successfully for 
the Soviet and Cuban-backed faction in 1975, and in Namibia, as 
yet still unsettled~ has imposed additional defense costs and 
trade losses on Zambia during the last decade and has impeded 
economic development. The instirgent movement in Mozambique 
affects trade routes through that count~y. 

e. Scarcity of Foreign Exchange 

The increasing scarcity of foreign exchange available 
to finance imported materials needed in domestic production 
activities, relative to the demand for such imports, has imposed 
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a serious cou3traint on the continued growth of the Zambian 

industrial sector, especially given its present highly 

import-dependent structure,. and is even partially ,to blame for 

the reduced exportable production of the copper mines. Key 

manufacturing industries are reportedly operating at only 25 or 

30 percent of capacity now, due to their inability to obtain 

foreign exchange allocations for needed inputs. 

f. Public and Private Sector Management Constraints 

One of the key problems facing government, the 
parastatals, and private sector organizations is the scarcity of 

technical and management expertiseo While the country ha~ been 

beset with serious changes in the world economy and costly 

political dlfficulties among its neighbors, it is also suffering 

from a set of economic polices that, while imposed to achieve 

legitimate social and political goals of equity and industrial 

development, have resulted in significantly undesirable side 
effects.that are not well understood and are poorly articulated 

within high government circles. Since the impact of economic 

policies often pervades the entire country, Zambia could 

substantially improve its overall economic performance with a 

better designed and better integrated set of policies to achieve 

its stated· objectives. 

Although many expatriate managers and supervisors have remained 

on the job or have been recruited since independence~ many others 

have left thP- country. The shortage of such expertise seriously 

hampers the efficiency with which the country's major industrial 

activities are run. Especially acute is the lack of Zambian 

supervisory and managerial talent, as well as other 
entrepreneurial skills required for-·-the. more rapid development of 

the more labor-intensive small and medium-scale industries all 

over the country, which cannot afford to hire expatriates (nor, 

indeed, should they, if the Zambians are to develop their own 

economy). 

g. Rapid Population Growth 

Underlying the urgency of achieving faster economic growth 

and employment generation is the high rate of population increase 

in Zambia, which averaged 3.1 percent annually between the census 

yea rs of 19 6 9 and 1·~ 8 0.. A;-the denomi na tor of per ca pi ta income 

and the engine behind the ever-increasing need for more 

productive jobs, the high ratef of populat,ion growth makes 

satisfactory economic performance incre~singly more difficult. 

The provision of basic food, clothing and shelter requirements, 

even more than the basic social services, requires ever more 

investment and productive effort, leaving less and less.available 

for per capita income growth and improved social services. 
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Furthermore, as population pressure builds in the more volatile 
urban areas, social and political difficulties accompanying 
economic failure to perform satisfactorily become more intenseo 
Rapid population growth intensifies economic failure and itself 
becomes a serious constraint to better performance. 

Probably the most important measuie the government could 
undertake to improve the performance of the economy would be to 
adjust commodity, exchange rate and factor prices to more 
accurately reflect their true value to the society. Price 
signals to producers and consumers are most important 
determinants of the levels of both production and final demand 
for each commodity and also, with respect to factor prices (such 
as wages, interest rates and the kwacha cost of imported capital 
goods)> of the labor-, import- or capital-intensity of the 
production function chosen. Aside from the proper adjustment of 
domestic prices in relation to each .other to achieve a more 
efficient mix of domestic production, the more realistic 
alignment of the foreign exchange rate is doubly important ·to 
reduce demand for foreign goods and inputs and to substitute a 
higher demand for domestic products, as well as to encourage the 
development of more diversified production for export in or

1

der to 
earn more foreign exchange. Inattention to such implications 
permits the cumulative effects of distorted investment and 
consumption incentives ~o build into the very kinds of seemingly 
intractable difficulties presently faced in Zambia. Since the 
government will want to continue· to exercise some degree of 
control over at least the key price variables in the economy, as 
all governments do, it urgently needs to develop better in-house 
capability to analyze and understan~ the underlying market trends 
and both the sho and long-run economic implications of its 
price deci~ions. 

Tariff reform should accompany the exchange rate adjustment in 
order to reduce .the uneven levels of protection favoring imported 
over domestic c~pital and intermediate goods. Interest rates 
should be allowed to rise sufficiently to provide a real level of 
reward to savers and also to signal investors that capital goods 
involve a positive real cost to society. Tax incentives favoring 
capital investment should be reversed, and instead redesigned to 
favor the employment of Zambian labor. Rural incomes should be 
increased by allowing agricultural prices to rise relative to 
prices of manufactured goods. This will not only stimulate 
higher levels of agricultural productio~, but by raising farmer 
incomes it will also enhance their effective monetary demand for 
urban products. Further increases in urban wage rates should be 
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f i rm 1 y r e s i s t e d , how eve r , i n o ·r de r t o r e du c e · t he ex c e s s i v e 1 y 

attractive urban/rural wage differential, while at the same time 

encouraging more urban employment generation by reducing the 

financial cost of labor. Further increase~ in wage rates can 

quickly neutralize the beneficial effects of an exchange rate 

devaluation, as well, and for this reason a firm incomes policy 

should be a concomitant of exchange rate and tariff reforms. 

More market-·oriented· pri.ce reforms are relatively easy to 

administ~r and can be expected to achieve significant gains in 

economic efficiency from better. allocation of resources, although 

finding the right price levels and obtaining political acceptance 

of needed reforms can be difficult. Increased production and 

effi.ciency is more d:lffic.ult to achieve and takes more long-term 

effort. While more market-oriented pricing policies and reduced 

subsidies will point incentives in the right direction, improved 

management and the technical efficiency of production will take 

more effort. By reducing the effective level of tariff 

protection on final commodities, domestic industries will be 

faced with healthy competition from abroad (assuming foreign 

exchange limitations are eventually overcome) and will be forced 

to become more cost-efficient or operate at a loss, but .the 

adjustment process takes time. There appears to be good 

potential for increasing agricultural productivity, but this 
requires a substantial effort to improve Zambia's agricultural 

'research and extension programso Private sector manufacturing 

performance can be improved in many ways, but this also requires 

a concerted long-term effort on the part of government, 

particularly in trying to stimulate better performance in 

small~~scale "informal" activ:i.ties. This is not to say these 

measures should not be undertaken; indeed, they are important for 

successful long-run development, bu they obviously require a 

substantially higher level of effort than simple price· changes do 

and the response can be expected to be slower. 

Zambia is proud of her record of support for majority rule in 

neighboring coQntries, at considerable sacrifice to her own 

economic interests. Unrest and insurgent movements continue to 

harass ·her transportation routes to the sea. Zambia must 

continue to use diplomacy wherever possible to seek solutions to 

these political problems so she can normalize relationships with 

neighboring states as quickly as possible, reestablish the 

alternate trade ro4tes so vital to her economic health, and 

undertake to further improve the transportation facilities and 

arrangements upon which she dependso 

The promotion of non-mineral exports should clearly receive high 

priority in view of the severity of the foreign exchange · 

constraint and the declini~g earning performance of copper 

exports .. 

The GRZ should undertake a well-designed training program to 

improve both its own capacity and the capacity of the parastatals 

and private sector firms in financial and economic analysis, 
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policy determination and administration, and overall economic 
management. The resources required for such training are minor 
compared with the waste that could be avoided with better 
management and more timely and better designed policy reforms. 

A reduction of the population growth ~ate would reduce the burden 
of providing for basic human needs and permit a higher rate of 
new investment in productive technology. The GRZ should continue 
to pursue its current population progtam and liy the 
informational basis for an expanded program in the near future. 

1. Performance .... _-.. _ _._ ....... &~ .. ,,..,.,,. ____ .._. ~ 

Zambia's record in providing productive employment for 
its labor force has been pretty dismal over the last decade • 

. · ·'· De s p i t e inc ·e s s a n t. p r e s s u r e f r om p owe r f u l 1 a b o r u n i o n s , re a 1 w a g e s 
have declined in :=very sector. "Formal" sector employment has 
failed to ke~p pace with the growing labor force and actually 
declined in ~he late 1970's9 As a result> it dropped from·27 
percent of the labor force in 1970 to 21,5 percent in 1981, 
forcing 78~5 percent of all workers to remain unemployed or 
underemployed in the "informal sector" -·-·mostly subsistence 
farming, but with rapidly growing numbers in the urban "informal" 
sector~ The informal sector has had to absorb more than 100 
percent of the new entr~nts to the labor force since 1975. Of 
these, about 80 percent have been seeking work ln the urban 
areas, indicating a failure of the rural informal sector, as well 
as the formal sectors~ to provide sufficient employment. In 
fact, the proportion of new job seekers absorbed by the rural 
informal sector declined from arouncf 30 percent between 1965-75 
to only 20 percent between 1975 and 81. (See Table 6 and 7). 

\ 

The effect of this failure on economic productivity and incomes 
has been drastic. In real terms, productivity (value-added) per 
worker for the whole economy has been dropping at steadily 
increasing rate~ since at least 1965 and reached an average rate 
of decl:ine of ~-4.2% annually between 1975 and 81. Every "formal" 
sector of the economy, except the small transport, communication 
and storage sector, which employs only 1.2% of the labor force, 
and commercial agric~lture, which employs only 1Q9%, experienced 
negative rates of change in productivity per worker during the 
last 6 yearso Prodrictivity per worker in subsistence agriculture 
has remained at the same extremely low level during this peroid, 
after fallj_ng by 28 percent in: the late '1960' s. (See Table 8). 
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a. High formal sector wage rates 

In an attempt to reduce the gap between Zambian and 
1 expatriate.wage ratest Zambia labor unions demanded and were 

granted large wage raises during the post-independence period. 
Although these have not kept up with the high rates of inflation 
experienced in the 1~70's, thereby declining somewhat in real 
terms, "formal" sector wage rates remain well above average labor 
earnings in agriculture and the "informal" sectors of the 
economy, and they even differ significantly among themselves. In 
1977, for example~ Zambian workers iµ mining and quarrying earned 
2.9 times as much as those in construction and 4Q2 times as much 
as those in "formal" sector agricultureg Wages in "formal 11 

manufacturing were 2 .. 4 tim 1~s those in "formal" agriculture., On 
the other hand, wages in "formal" agriculture ·were some 1 ... 7 times 
higher than average productivity per worker in subsistence 
agriculture (roughly estimated from GNP and employment data)~~/ 

The artificial enforcement of such comparatively high wages in 
the modern sectors of the economy operates to reduce the 
attractiveness to prospective employers of hiring wage labor so, 
that far fewer jobs are offered than is socially desire~ble, and 
an increasingly large proportion of the labor force is left 
without productive employmento Employers consider the cost of 
labor so high that they avoid hiring more workers in order to 
keep costs as low as possible, and they tend to prefer more 
automated machinery over more workerso 

It is particularly revealing that the average labor cost per unic 
of value-added increased by 362 per~~nt between 1965 and 1977 in 
mining and quarrying, by from 44 td 56 percent in illanufacturing, 
construction and services~ and by up to 243 percent in transport 
and communicationso ll Those Za~bian workers fortunate enough to 
be employed at such high wages in t~e formal economic sectors 
have priced the~r less fortunate brethren out of the marketo 

bo Capital-intensive bias of investment incentiveso 

Investm~nt in the formal sectors of the economy has 
been biased in the. capital-intensive dlrection~ thus generatj_ng 
much less employment than is socially desireable. This has 
resulted from a whoie set of incentive factors, which have been 
working against the best inter~sts of the Zambian workers. In 
addition to the relatively high cost of 'labor discussed above, 

ll World Bank, Zambia Country Economic Memorandum, 
3007-ZA, Feb. 27, 1981, p. 77, and Table 8. 

Repor:t 1fo .• 

~I !£.!.~. p • 7 9 • The t i me s e r i e s d at a f o r t r ans p o rt and 
communications results in a biased estimate (too high)Q 
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interest rates on capital loan$ have be~n either negative in real 
terms or barely above the rate. of inflation, in effect susidizing 

the use of capital equipment. In addition} such low interest 
rates require bankers to ration the limited credit available 
(relative to demand); and the larger, more "credit-worthy" firms, 

which also tend to be those that invest in more capital-intensive 

activ:lties, are usually favored wi.th credit approvals over the 

smaller, higher-risks (but often more profitable) firms that tend 

to employ more workers per unit of investment~ The overvaluation 

of the foreign exchange rate together with low or zero duties on 

imports of capital goods further reduces the cost of capital 

equipment ~~£~~~that of labor in the productive process. Tax 

deductions, depreciation allowances and other fiscal incentives 

have favored and encouraged investment in capital equipmentrather 

thau in more labor-intensive modes of productiono Parastatal 
investment policies, responding in part to the financial 
iucentive structure facing them, have not often been very 
employment-oriented~ Government-sponsored credit programs and 

incentive and promotion schemes have favored investors in the 
modern, "foi:mal" sectors, to the virtual exclusion of the large 

and growing (and more labor-intensive) informal sectorst making 
it relatively more difficult for the latter to expand and improve 
their operations~ 

c. Import-intensive·bias of industrial sectoro 

In addition to being too capital-intensive, Zambian 
industry is highly depe~dent on imported inputs of various kinds, 
to the virtual exclusion of domestic sources of supply that would 

provide more employment for Zambian workers9 This bias toward 

imports has resulted from the overvaluation of the exchange rate, 

which has made im~orts cheaper in kw~cha terms than they would 

normally be, together with a tariff and trade regime which favors 

imported inputs over fina~ goods with lower duty rates and more 

liberal quantitative controls (import licenses, etc.)@ ·In 
addition, the parastatals have not gone out of their way to 

develop domestic sources of input supply, relying heavily on 
artificially ch~ap imports and on their ability to obtain favored 

treatment from the authorities approving import licenses and 

foreign exchange allocations. 

The skewed distribution of income in Zambia, with urban and 

skilled workers earriing so much more than the vast majority of 

people, also contributes to. the import-intensive bias of 

production) as those with high~r incomes tend to demand goods 
with a higher import component than low~income groupso In the 
case of Zambia, the income levels of the lower groups are so low 

they can't provide effective market demand for much more than the 
most essential basic commodities. 
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d. Lack of managment and te~hnical skills in manufacturing. 

As mentioned above~ Zambia has suffered from the loss of 
management and tech~ical skills since independence, at a time 
when her development goals required more of such expertise each 
year. This has tended to reduce the level of new investments 
below desireable levels and to render less efficient those 
investments tbat are undertaken as well as on-going activities, 
again reducing overall levels of employment and productivity. 

e. Low pro<:luctive .technology in subsistence agriculture. 

Despite a considerable potential for higher productivity 
per hectare in the subsistence agricultural sector, which may 
employ up to 54 percent of the labor force, at least on a 
part-time, seasonal basis, its productivity has remained at a 
very low level throughout the 1970's, after declining sharply in 
the late 60's. The total production of subsistence agriculture 
is estimated to have increased by about 1.3 percent annually 
during the last decade, while productivity per worker has 
remained flat. _This sector has failed to provide more productive 
.employment for its existing workforce, let alone for the new 
labor force entrants looking for work each year. It must be 
noted, however, that this analysis is based on published GNP and 
employment figures, which are little more than rough guesses with 
respect to the subsistence agricultural sectorQ (See Tables 1, 
6, 7 and 8.) The agricultural sector is analyzed in some depth 
below ... 

f. Marketing constraints 

Lack of storage, inadequate transportation and 
communication facilities (especially in the rural, subsistence 
agricultural areas), poor'_product quality, design and packaging, 
and other marketing deficiencies contribute to the poor 
employment and productivity performance record. 

The most promising corrective measures again seem to center 
around pricing policies--the need to achieve more appropriate 
price signals to potential investors in the economy, particularly 
with respect to the'.factors of production.. The purchase price of 
labor, wag~ rates, must be held down to encourage more 
employment~ Interest rates should be raised to provide positive 
real incentives to savers and to allow the marketplace to ration 
scarce capital to the most efficient users -- those willing to 
pay the true scarcity value of investment credit for the 
privilege of using it -~ an~ io raise the cost of capital 
relative to labor so as to encourage greater use of the latter. 
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The kwacha cost of foreign exchange should be raised 

substantially to discourage the use of imported equipment and 

other inputs and encourage the development of employment-

' generating domestic sources of supplyo For the same seasons, the 

tariff sttucture should·be reformed to eliminate the preferential 

treatment of capital and intermediate goodso Tax incentives 

favoring capital investment should be reversed, and instead 

redeHigned to· favor the employment of Zambian labor .. 

In addition to restructuring the entire factor price matrix, the 

authorities should seek ?ther ways to actively encourage 

investment in the more labor-intensive sectors of the economy, 

e s p e c i a 11 y the s o -·ca 11 e d " i. n f o rm a 1 " s e ct o r s , b o th urban and 

rural, heretofore so badly neglected, including rural industries 

and other off-farm employment activites. They should reorient 

the parastatals. to an active policy of seeking domestic sources 

of supply' and looking for mo·re laho:r··~lnte.nsive types of 

investment, and of avoiding the further waste of scarce capital 

resources on large projects that employ very few people. 

Aside from factor pricing and investment policies, by raising 

agricultural producer prices enough to increase incomes at the 

lower end of the distribution scale, as suggested above to 

stimulate production, effective (as opposed to the present 

"latent") market demand will be increased for the goods and 

services produced by rural industries and other informal sector 

activities, which tend to employ more labor and tq require fewer 

imported components per unit of output value~ 

Tax incen ives can be designed to encourage the private sector 

and the parastatals to step up 'their training programs in 

technical and managerial ields, au efforts can be launched to 

improve relevant government and academic training programso 

In agriculture, improved basic and applied research capability 

and a more concerted effort to relate extension activities to 

improving the ~roductivity of the small-farm and subsistence 

sector would have the potential of improving productive 

employment and income for far more people than the present system 

which benefits mostly the small number of workers and farmers in 

the commercial farm sectord 

Finally, recognizidg the importance of improved marketing 

arrangements, services, and activities~ the government could 

sponsor a detailed study of the present marketing conditions in 

the country, particularly tn the·· rural 'and "informal 11 sectors 

where the entrepreneurs are typ~cally too small in scale and 

resources to be able to do much along these lines for themselves, 

in order to identify the o~portunities for government a~sistance 

and lmprovement. 
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1. Performance 
~--_,, ...... ---. ....... "' ..... """"...__,.,.._...._ 

Except for a temporary improvement in 1979 thanks to 
higher copper export pric~s, the Zambian balance on current 
account has steadily deteriorated since 1974, despite strict 
controls on consumer goods imports and administrative rationing 
of foreign exchange for intermediate inputs and capital goods. 
The deficit rose to U&S.$567 million in 1~80 and $686 million in 
1981, or 43 and ~5 percent of exports, respectively. (See Table 
9). During this same two-year period the real purchasing power 
parity of the kwacha foreign exchange rate increased by- from 21 
to 26%, depending whether one looks at a trade-weighted basket of 
currencies through U.So dollars or SDR'S. (See Tables 10, 11 and 
l2o This is accepting the kwacha consumer price index as 
reported. If the actual inflation rate in Zambia has been higher 
than reported, as some believe, these figures must be adjusted 
upwards~) While the real value of the Kwacha was being revalued 
upwards, the:dollar value of exports declined by 25 percent and 
that of imports rose by 33 percent. At the same time the Zambia 
terms of trade declined by another 38 percent, after falling by 
50 percent between 1970 and 790 !/ · 

The actual movement of the real, trade-weighted ~oreign exchange 
rate has differed substantially from the apparent nominal rates9 
While the nominal SDR value of the Kwacha declined by 30 percent 
from 1970 to 1978, and then levelled off at its present official 
value of ~9763 SDR per kwacha, its real, trade-weighted value, in 
terms of the relationships of its trading partner currencies to 
the SDR, deflated for their relative (also trade-weighted) rat~s 
of inflation, decline by 42.5% from-·-1970 to 1980, before jumping 
back up by 26o5% in 19810 (See Table 11). 

\ 

If look~d at through the U.S. dollar, the nominal value of the 
kwacha appreciated in the early 1970's (by 11 percent between 
1970 and 1975) and depreciated in the late 1970's (by 26G8 
percent from 19j5 and 1979), before bouncing up (by 11~5 percent) 
in 1980 and back down again (by 9.6 percent) in 1981. Its real, 

1/ National Commission for Development Planning (NCDP), Economic 
[~P-9-!.~ __ !_2._g, Rep u b 1 i c of Z am b i a , Lu s aka , Jan • 1 9 8 2 , p ,, 1 4·:~~-a--
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trade-ueighted foreign currency value, however, denominated in 
dollars and adjusted for relative inflation ratesi declined by 

l9a4 percent from 1970 to 79 and then rose by 2006 percent in 

1980 and 81~ finishing only .2.9 percent below its 1970 level (See 
Table 10),.!,7 

Thus, while the kwacha depreciated slowly (by an average of 2~4% 

a year) from 1970 to '79, it regained most of its lost value in 
1980 and 1981~ moving up sharply in the latter two years in a 

direction contrary to that required for satisfactory adjustment 
to Zambia's mounting balance of payments probl~msg 

Various restriction~ had reduced the volume of consumer goods 
imports by 61% between 1974 and 78, to only 18% of total imports, 
while capital goods and intermediate inputs were cut back by only 
39% and comprised 82% of total imports in .l978e The Zambian 
authorities had little room left for further cuts without 
reducing capaciti utilization of existing capital stock and/or 

slowing the growth of additional capital investment. Yet, 
despite the obvious need, there has been little improvement in 
export perfo~mance~ and this country still relies almost 
exclusively (9 ). on the volatile copper export market for its 
earnings of foreign exchange. With the real value of the kwacha 
increasing, imports are looking even cheaper than before and 
kwacha export earnings are further depressed, discouraging any 

new investment in potential export crops or manufacturing. 

In order to finance its growing current account deficits Zambia 
has borrowed heavily from foreign sources and accumulated a 

sizeable arrears in external payments. Arrears, IMF drawings, 

publicly guaranteed and government medium- and long-term, 
cl :t s bu r s e cl , o u t s t and i n g de b t t o t a 11 e d~ U S $ 3 • 1 7 b i 11 i o n in 1 9 81 , 

according to a reliable source, which was equal to 94 percent of 

GDP.at the official exchapge rate~ (This would be much more than 
GDP if the kwacha were mo~e realistically valued.) The ratio of 
public external debt to GDP has increased rapidly from 17 percent 
in 1965 and 34 percent in 1970 to its present alarming levei.1/ 

1/ This is probably the most appropriate indicator of the 
~urchasing power parity of the kwacha, since the IMF calculates 
the SDR value of most member-country currencies from their 
relationship to the ·us dollar and current value in SDR's, arid 
also since not many int~rnational transactions are denominated in 
SDR's. 

!I World Bank, Zambia Country Economic Memorandum, February 27, 
1 9 81 , p "P • l 0 3 - 5 • --------·----·--------~,-~·-·----··.-·-··._,._._, __ _ 
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Debt service payments (ammortizations and interest) have likewise 

risen rapidly f~om only 2e5 percent of export e3rnings in 1965 
and 11 percent in 1975 to an estimated 21 percent in 1979!/ and 

40 percent in 1982. In view of Zambia's dire need for more 

intermediate commodity imports to keep its industrial sector 

functioning, the high debt service ratio itself seriously reduces 

the ava~lability of foreign exchange for other purposes. 

The basic causes of Zambia's balance of payments 

difficulties and the constraints impeding improved performance 

are well known a~d need only be summarized here~ The country 

still depends too heavily on one commodity for export earnings, 

with copper comprising. 95 percent of commodi.ty 'export value in 

1981. This places Zambia.in a.very vulnerable situation as world 

market prices for copper fluctuate and as the more easily 

exploited reserves of copper are depleted~ The steady decline in 

Z am b i a ' s t e rm s o f t r a d e - ~--by 6 9 % b e t Tlf e en l 9 7 0 and 1 9 8 1 ·~ - ha s b e e n. 

noted above.! This has been due to rising dollar pric.es of 

Zambia's imports)_ such as petroleum, mariufacturing inputs and 

fertilizer, and the relative deeline in the dollar prices of her 

major mineral exports--trends which are not expected to r~verse 

themselves significantly in the near future. The current~ 
recessionary demand situation in major world markets has 

depressed export prices still further, but hopefully on a more 

temporary basis .. 

The excessive import dependence of the industrial sector has also 

been noted, itself due in large part to 1) the import

substitution policies which have resulted in a cascading tariff 

structure protecting domestic indus·t-ry against imports of final 

goods~ but favoring imports of intermediate and capital goods, 

and which have protected ~n overvalued foreign exchange rate, 2) 

subsidized (via artificially low interest rates) capital 

investment financing imported machineri and intermediate inputs, 

and 3) a fiscal incentive structure promoting capital investment 

which largely finances imported machinery. 

In addition, while its import requirements are less than those of 

the industrial sector as a proportion of final output, the 

agricultural secto~ needs a certain amount of importe~ machinery, 

fertilizer, insecti~ide and petroleum to keep its production of 

food at desired lev~ls, and these cannot be delayed without 

undesireable results. 

Adding to these difficulties and-constraints, the disruption of 

trade with and transportation difficulties through neighboring 

countries deprived Zambia of some export earnings and c~eaper 

sources of import supplies, _as well as increasing the cost of_ 

trade with other countrieso 
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Finally, the extraordinarily high level of accumulated foreign 
debt and its ~equired debt service payments, reaching 40 percent 

of export earnings in 1982, has itself become a ~ajor constraint 

to reducing the overall balance of Rayments deficit and even to 

financing further deficits on current account~ 

There is not much Zambia can do about the decline in its 
terms of trade but adjust to it, This means it must develop 

other exports to .earn foreign- exchange and conserve its ·use of 
imported items as much as possible~ Likewise, like most other 

countries it must wait out the recession and hope the business 

upturn comes sooner rather than later.. It can, ho·wever, take 
s e v_e r a 1 s t e p s now . to p _o s it ion i t s e 1 f to r i de t he next upturn 
higher on the export side by reforming its domestic policies so 

that they will promote, rather than discourage, export 
diversification; and it can take steps to discourage further 

investment in industrial and agricultural activities with a high 
import demand and to actively encourage the development and use 
of domestic ~ources of supply and factor inputs, 

The first step, and administratively (though not necessarily 
politically) the easiest one to undertake is to straighten out 
the price structure to reflect more accurately domestic costs and 

~elative scarcities and to give the appropriate signals to 
investors and consumers. The kwacha exchange rate badly needs to 
be reduced to a more realistic level in order to encourage export 
development and domestic import substitution of production 
inputsll and to discourage imports, and it needs to be placed 

on a more flexible or floating regime to keep it properly in line 
~n the future and to avoid the need for further large, traumatic 

devaluations after a crisis has already developedQ At the same 

time a thorough tariff reform should reduce the favored treatment 

of imported capital and intermediate goods and subject high-cost 

domestic producers to more competitive pressure from abroad, in 
order to direct new investment into more efficient areas wherein 
Zambia has a c6mparative advantagea The cost of capital 

utilization relative to labor should be raised by increasing 

-·~--__ .,,, _____ .. _ .. ~-----....._.--.....,..._..-~_.._ 

\ 

ll As noted above, ~hese are now so cheap in kwacha terms to 
import that there is little incentive to develop domestic sources 
of input supply. 
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interest rates, reducing tax deductions and credits for. capital 

investment, and by holding the line on demands for further wage 

increas~s. Positive inducements could be provided for projects 

which generaie more employment per unit of invest~ent. In the 

a g r i cu 1 tu r al s e c t o r , an exchange rat e de v a 1 u a t i on a c.c o 111.p an i e d by 

the appropriate upward price adjustments for both fa~m products 

and imported supplies> such as machinery, petroleum and 

fertilizer, would improve the relative profitability of 

production in the much larger small and subsistence farm sector, 

which is more labor-intensive, as compared with the commercial 

sector, which relies more hea~ily on imported machinery and other 

foreign-made inputs~ 

Such an overhaul of the price matrix should be accompanied by an 

energetic program of export promotion and diversification to 

encourage and assist. potential exporters) bo~h large and small, 

to better identify market Jemand, design and package and 

advertise their products, and finance their operations. The list 

of policy and administrative reforms and active forms of possible 

assistance has bee~ discussed at length in recent World Bank 
papers and need not be repeated here. 

Zambia should cont~nue to use diplomatice means to seek more 

political stability in the region, so she can reestablish and 

promote more trade with her southern neighbors and improve her 

more economical lines of transportation to the ports of 

Mozambique and Angolao 

Regarding the mounting debt service problem~ in addition to 

greater efforts to reduce import demand and increase export 

earnings to help free more foriign exchange for the required 

payments,. as discussed above, it see-ms at. this point that Zambia 

has no choice, other than outright default, but t6 i~ek debt 

rescheduling and ·still mo~e concessionary loans from official 

donors. This will be much easier to negotiate if the GRZ is seen 

to be "biting the bullet" and launching the politically 

difficult, but erionomically essential, reforms outlined above. 

By labelling the re.forms "politically difficult" reference is 

made to.the temporarily adverse affects that some of the reforms 

mentioned, such as a significant devaluation and tariff 

restructuring, will have on segments of urban workers and on 

consumers of imported products. In the longer run, if current 

policies are not chhnged, it would seem that the continuation of 

the current downward spiral in per capita income and the 

increasingly restricted import~ availability for either 

consumption or production would have an'even greater and more 

permanent adverse effect on the entire population, the dire 

political consequences of which and their precise timine can be 

better predicted by Zambian·politicians themselves, 
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a. ·Performance ------..... ~--------......._.,..~....._ 

A general insufficiency of.information, and uncertainties 
about the accuracy of the available data, place obstacles in the 
way of an analysis of GRZ fiscal policies. Resolution of the 
conflicts among quantities reported in different data sources 
would require substantial researcho Improvement of the fiscal 
data base at numerous levels is needed, and this need should be 
kept in mind when assessing the 1970-1980 estimates that follow~ 
Much of the preliminary 1981 data appears to be too rough and 
tentative to be usefully included. The basic data reported is 
sufficiently robust, however, to allow confidence in the overall 
trends and problems discussed below. 

The year 1975 can be viewed as a watershed within the 
1970-1980 period. Total central governmertt expenditures as a 
percentage of GDP peaked in 1975 at 51~1%. In real terms GDP in 
1975 was slightly inferio~ to 1974 and 1975 was the year in which 
a general economic decline began. The average annual GDP growth 
rate ~as +2.9% for 1970 74 and -1~0% for 1975-80.~ The depressed 
world market prices for copper and the related Zambian economic 
depression was bound to have a powerful effect on total revenues 
which declined in real terms during this latter period. 

Many, if not mostt of Zambian fiscal problems are 
deep-rooted and rather complex$ Nevertheless, they have been 
aggravated by the recent economic decline and can therefore be 
examined in terms of a comparative!~ prosperious 1970-74 period 
and a distinctly recessional 1975-81 period. 

The total domestic budgetary deficit will be considered 
first. Prior to the seventi~s, large domestic deficits did not 
characterize th~ Zambian economy. For the 1970-74 period, 
current account revenues were 2,089 million kwacha (MK) and 
capital ·receipts were 99.8 MK for a total of 3,087 MK. 
Recurrent expenditures were 1,929 MK and capital expenditures 
1184 MK for a total of 3,113 MK. The total deficit of 26 MK for 
the period represented only o.4% of the sum of the yearly 1970-74 
GDPs. \ 

For the 1975-80 period, c4rrent account revenues were 3~301 
MK and capital receipts 1., 113 ·MK for a total of 4, 414 MK. 
Recurrent expenditures were 4,371 MK and capital expenditures 
were 1143 MK for a total of 5,514 MK. The 1975-80 deficits 
totalled 1,100 MK. 

In absolute and comparative terms the 1975-80 deficit 
reveals that a serious fiscal deterioration followed the 1970-~4 
period. The 5 year total gap betwen expenditures and revenues 
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increased from K26 million to Kl.l billion and rose from 0.4% to 
8. 3% of corresponding GDPs. The GRZ r1ow has a major fiscal 
problem on its hands. 

The pre~ipitous expansion of the deficit from 1975 through 
1980 can be attributed to the fact that, in real termsj the 
expenditure level was sustained as the level of revenue dropped. 
For the 1970-74 period, the total expenditures of 3,113 MK 
represented /i.3, 3% of· GDP. The expenditure decline, in relative 
terms, for the 1975-80 period was surprisingly slight. The total 
expenditure of 5,514 MK represBnted 4108% of GDP -- a reduction 
of only 1 .. 5%3 

The increase in the deficit during the latter period was due 
to the relative decline in revenues~ The total receipts of 3~087 

MK in 1970-74 represented 42.9% of GDP. The total receipts of 
4,414 MK in 1975-80 represented 33.5% of GDP - a drop of 9~4~~ 

It may be useful at this point to underline the distinction 
between short-range fluctuations, insufficiencies and problems, 
and those defects and deficiencies which are more structur~l and 
enduring~ For example, it would be a mistake to select the 
1975-80 relative drop in receipts as the main indicator of poor 
management and performance. 

The drop in world market prices for copper) which was the 
consequence of external factors, resulted in a steady decline in 
mineral revenues: 251 MK in 1970; 59 in 1975; 42 MK in 1980; an 
estimated 2 MK in 1981~ There has been a substantial Zambian 
effort to compensate fo this loss by raising other-taxes. As i 
percentage of GDP, the Income Tax r~~e from 5~4% in 1970 to 9Ql% 
in 1980; Excise and Sales Taxes and Customs Duties climbed from 
5o3% to 12.3%; and other non-mineral· revenues increased from 3$4% 
to 4o3%. The total non-mineral revenue increase from 14al% of 
GDP in 1970 to 25o7% in 1980 reflects a commendable effort on the 
p~rt of the GRZ to compensate for the losses in mineral revenue. 

The ~ighly cantralized nature of the Zambian economy has 
permitted t~e collection of revenue to support public spending 
that from certain perspectives could be considered excessiveo In 
1977 the share of government recurrent expenditures in GDP was 
30.5% for Zambia as, compared to 1605% for Sub-Sahara Africa, 
15.8% for middle-in6ome oil-importing Africa, 15.2% for Kenya and 
18~5% for Tartzania. If the official statistics for ~ubsequent 

y e a r s a r e c o r'r e c t , t li i s p e r c en t a g e w a s ~ 6 • 8 % f o r t he 1 9 7 0 - 7 4 
period and as much as 33.1% for the 1975-80 period. Helping to 
finance this spending effort has·been the sharp increase in the 
external public debt from 10% of the GDP in 1970, to 26% in 1975, 
~-~dt;-3· 5 % in 1 9 8 0 • The in t e r n a 1 pub 1 i c debt du ring th i s p er i o d 
has been rather stable. It was 14% of GDP in 1970 and 15% in 
1980. 



~- 2 7. -

The most significant weaknesses in Zambia fiscal policies 
and operations do not pertain to the overall fiscal effort. They 
pertain to the allocations and utilizations of this huge, 
possibly ex~essive, amount of public resources. The distribution 
and inter-relations of capital and recurrent expenditures in each 
sector, the economic and social consequences of specific 
expenditures, and estimates of the cost and benefits of actual 
and potential expenditures, whether recurrent or capital, require 
much more comprehensive and detailed analyses than can be 
provided here~ Such analyses are urgently needed. 

It is, nevertheless, significant that the share of total 
recurrent expenditures provided to economic services 
(agricultural and rural development, land, mining and natural 
resources, trade and industry, transport, communication and 
power) declined from 30% in 1970 to 22% in 1979, whereas the 
axpenditure share of general services rose from 37% to 48%. 
Recent trends within the economic classisif ication of net 
recurrent expenditures are equally or more-disturbing. From 1970 
to 1979, personal emoluments declined from 28% to 22%; recurrent 
departmental charges (goods and services-used to operate acid 
maintain the government's capital stock and permanent labor 
force) dropped from 30% to 20%; and constitutional statutory 
expenditures (this includes expenditure for defense and ce~tain 
salaries and interest paymenis on the public debt, but is net of 
amortiz.ation and sinking fund payments on internal and external 
debt) rose from 20% to 36%. The full significance of these 
variations cannot be determined without a major accounting and 
analytical effort that overcomes current data limitatio~s, 
including inter alia) the lack of cash flow infomati6n on the 
pa.rastatalss 

b. Constraints to Better Performance 
..__..,,_..._--~--... ... --.. - .......... _ ......... ~..._-- .......... -~-.--..-·----- ... _...__~-.. 

The ~ajar weaknesses in Zambia's overall fiscal performance 
lie in the kinds and composition of expenditures~ The revenue 
effort is satisj:actory. The excess of certain kinds of 
expenditures are wasteful not only -in that they are not available 
for more productive purposes, but also in that they have a 
depressing effect on Zambia growth and employment. 

Many of Zambia:s fiscal problems are indistinguishable from 
the problem of grow~h, employment and external balance, dealt 
with the previous sections. Were the funds that are used to 
cover the losses of ·inefficient capital~intensive parastatals 
otherwise employed, they would be making greater contributions to 
income and employmento Similarl~, the chronic failure to balance 
external accounts leads to new external debts, an increasing debt 
service burden, and the con~eiuent loss of resources for 
productive investment. In sum, most of the macroeconomic 
policies that work against growth, employment and an adequate 
balance of payments have fiscal symptoms, if not origins. · 

,· 
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The key constraints to bettet macroeconomic and fiscal 
performance· fall into three main groups: (1) informational 
constraints; (2) institutional and procedural constraints: and 
(3) vested interests in the major ongoing misallocations of 
resources. 

These three kinds of constraints, although conceptually 
distinguishable, do not reside in separate, watertight 
compartments,. Some -of the existing institutional and procedural 
arrangements can have the effect of widening information gaps. 
An example of this is the discontinuity between capital or 
investment budgeting and budgeting for recurrent expenditures • 

. Selecting the capital and recurrent expenditure items., and 
reconciling and balancing these two kinds of expenditures, in 
order to achieve the highest possible overall cost/benefit ratio 
is an extremely difficult art to practice under the best of 
circumstances. In Zambia the complexities and difficulties would 
appear to be compounded by an institutional arrangement under 
which the two budgeting functions are rather sharply divorced. 
The Ministries make out their recurrent cost budget requests and 
the National Commission for Development Programs (NCDP) 
apparently has considerable autonomy in the preparation of the 
capital budgets. Consequently, both the institutional and 
informational constraints need to be addressed in order to bring 
about better internal selection and a better external fit between 
the capital and recurrent expenditure budgets of the various 
ministries. 

The insufficiency of the presently available informatiori for 
policy making purposes is another key coristraint. As noted in 
the previous section, the share of total recurrent expenditures 
provided to economic services declined from 30% in 1970 to 22% in 
1979, whereas the expenditure share of general serv{ces ros~ from 
J7% to 48%0 Although these major shifts may be indicative of 
basic misalloc.ations, much more inforrnati;;-Ais required before 
the desirable policy changes can be identifiedo The general 
paucity of detailed data and insufficient analysis of the 
~mplication of ~h~ available data for policy are serious 
constraints to improved Zambian macroeconomic and fiscal 
performance. 

Although the p~ovision of certain subsidies may constitute 
impediments to gene~al growth and employment, they also benefit 
special interestso ·This is another major constraint to better 
macroeconomic and fiscal performance that must be carefully 
examined to determine where and when it 'can be eased, and where 
and when it cannot be eased. 

In the attempt to deal with these constraints priority 
should be given to an easing of the information constraint. 
There are two main reasons for assigning priority to the 
information constraint. First, insufficient knowledge of the 
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relevant economic facts and principles and the consequent failure 
of the Zamb~an policymakers to fully understand their problems 
are serious obstacles to better macroeconomic and.fiscl 
performance. Second, information about the institutional 
obstacles and vested intere.sts are needed for the easing of those 
constraints. General confusion about what is happening, and·-;hy~ 
often contributes to the strengthening of vested interests and 
the consolidation of institutional obstacles. 

The improvement of macroeconomic and fiscal poli~y is a 
complex and politically delicate task~ This is one of the 
reasons that donors should not attempt to carry out this tas~ for 
Zambia. The donor task should be a different one: to help Zambia 
establish the p~ocess of data collection, tabul~tion and analysis 
reqtiired to improve its macroeconomic and fiscal management. 

2 • ~-~~~:~!~E.l.-9_Ll~~E.~~!.~~E.~!}.~_,!i.~!.~-E.-~~~~.£.R~~~E.-.~J:!.A~~2. 
Finances · 
~,,,_--...... .. -~ .. --~ ....... 

a. Performance 
_..__~ .......... _.,__~ 

There is a tendency among donors to make judgements about 
the adequacy of the host cou~try agricultural effort on the basis 
of agricutlural's share of central government expenditures. 

This informational item is only one of of the many 
statistics needed to obtain a picture of the agrictiltural 
effort. Using it in isol~tion to arrive at a judgement is a 
simplistic and misguided approach to the problem. Detailed 
knowledge about the nature of these expenditures can have the 
e f f e c t o f c om p 1 e t e l y a 1 t e r i n g p re vi _'?Y s j u d g em e n t s c o n c e r n in g the 
adequacy of the level. 

In the case of MAWD,\ the average annual growth rate in real 
terms for recurrent budgeted expenditures was +19.6% for 1970-75, 
and -11.3% for 1975-800 The corresponding rates for budgeted 
capital outlays.were lJ.7% and 5.6%. During 1970-74 average 
recurrent ·budgeted expenditures were ·9o5% of total government 
recurrent budgeted expenditures. In 1980 they were 15.0%. 

Since there ·appears to be considerable discrepancies bet~een 
budgeted and actual_ expenditures for agriculture, these budgetary 
aggregates may not ~e very meaningful. Even if they were actual 
expenditures, or approximated actual, taking them'as indicators 
of effort would be a mistake. f An enorm?us portion of MAWD's 
recurrent expenditure is constituted by subsidies and grants that 
cover operating losses of parastatals and cooperatives handling 
agricultural products, inputs and finances. Estimates from the 
published data indicate that in 1980 these subsidies represented 
91% of MAWD' s actual recurrent expenditures; in 1981 ·they 
represented 83%. (See the agricultural sections below for an 
analysis of the subsidies.) Since the time available for the 
preparation of this document was not sufficient to examine prior 
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year publications and make the corresponding percentage estimates 
of actual expenditures, and since the GRZ publications do not 
specifiy these sub-totals and shares, review uf MAWD expenditure 
p e r f o rm a n c e w j. 11 be 1 i m i t e d · t o t he y e a. r s 1 9 8 0 and .l 9 81 ( a s 
presented in Tables 13 and 14). 

It would be useful if the GRZ "Final Report" on central 

government expenditures were to total and summarize the year's 
distribution of expenditures for each ministry or agency along 
the line of Tabl~s 13 and 14. Nev~rtheless, the value of this 
data is limiited; and it should not b~ assumed that detailed 
information on distributions is sufficient to arrive at final 
judgements concerning the adequacy of the level and the 
appropriateness of its distribution. For example, some donor 
reports refer to the relation of personal emoluments (PE) to 
recurrent departmental charges (RDC) as if there were a fixed 
proportion to which every ministry and agency should conform. It 
should be obvious that the proper amounts and proportions should 
v a r y a c c o r d in g t o e a ch mini s t r y ' s s p .e. c i f i c. £ u n c. t i on s an d t a s k. s .. 
For example, RDC sub-item "travelling on duty" should be greater 
in absolute and relative terms in a ministry with a national 
extension service~ such as MAWD, than in the Treasury. 

Again, the most significant fact revealed by the tables is 
that the bulk of MAWD's recurrent expenditures were spent for 
subsidies: 91% in 1980, and 82.6% in 1981. The issue of the 
relations between PE and RCD shrinks to insignificance in view of 
the magnitude of the su~sidies. The frequently mentioned fact 
that PE and RCD were both greatly under-funded takes on a new 
meaning when viewed in the light of the sub~idy. The fact that 

the bulk of the expenditures was for subsidies is largely 
responsible for key positions in th~ field and MAWD headquarters 
not being filled and for extension agents and other agricultural 
officers not being able tp travel as much as needed to provide 
planned assistance to far~ers. The main judgement concerning 
to t a 1 c en t r a 1 g o v e r nm en t exp end i tu re s a 1 s o a pp 1 i e s to HAW D : t.h e 
basic problems reside in the kinds and distributions of 
expenditures) nbt in the overall level. For example, in 1980 the 
Kl9,761,100 spent on both PE and RDC represented only 9.7% of the 

K204,643,400 spent on subsidies. IN 1981 the K22,186,900 spent 
on PE and RDC was 20.4% of the Kl08 1 419)900 spent on subsidieso 
Had there been no subsidies in 1981} PE and RDC expenditures 
could have been al~ost 500% greater ... Had the subsidies been 
halved, PE and RDC ~xpenditures could have been increased by 
about 250%. 

The many constraints to better performance at the sectoral 

level can be grouped as they were at the overall macroe~onomic 
and fiscal levels. These are informational constraints, 
institutional and procedural constraints, and vested interests. 
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At the sectoral level the informational constraints are more 
numerous and in certain respects more complex than at the overall 
level. In part because more sustained analytical.attention has 
been given to general macroeconomic and fiscal ph~nomena, the 
major errors in overall policy that LDCs are prone to commit are 
easier to identify. In LDCs the predominance of a smallholder 
subsector with a rapidly growing population that is dedicated in 
great part to subsistence farming poses complex problems, the 
solutions of which have been eluding many LDCs. The tendency of 
e a c h d o no r t o p r o p o s e i t s a c t i v :L t :L e s a s !:_~~ s o l u t i o n s ha s o f t en. 
led to an excess of uncoordinated projects. 

Like any other country,. Zambia, by default or intent, has an 
agricultural "policy 0 

--· which, like all polici.es, is a mixture 
of two kinds of elements: the results of inquiry and reflection, 
and the consequences of the pressures of interests and 
circumstanceo Increasing the first element at the expense of the 
second to make agricultural policy more coherent and effective 
may depend in great part on an analytical process which 
identifies and quantifies the constraints to· increased 
agricultural production and smallholder income. 

Once again, the institutional and procedural constraints are 
in part reflect~ons of the information constraints and 
vice-versa. First, it seems clear that the large supplemental 
budget provided to MAWD is a last-minute decision that depends on 
the amount of the subsidy required to cover the producer-consumer 
price tag for domestic and imported maize and fertilizer. 

Second, since capital revenues and expenditures depend so 
greatly on donors, adequate planni for their use may be 
difficult under the present circumstances of insufficient donor 
coordination. Third, the large role played by donors in the 
agricultural sector·may h~ve the effect of generating demand for 
recurrent expenditures gr~ater than availabilities. As the 
AID-supported Zambian Agricultural Trai ng, Planning and 
Institutional D~velopment (ZATPID) Project begins making 
estimates of total MAWD availabilities and needs, it should 
contribute to an easing of these institutional and procedural 
constraints to a better p~anning and budgeting process. 

The most important vested interests in the present 
allocation of resou~ces are those that enjoy short-run benefits 
from the fertilizer subsidy and the maize consume~ subsidy. A 
complete and precise identif ic~tion of the beneficiaries of the 
fertilizer subsidy is impeded by the lack of adequate information 
concerning the purchasers and recipients of the fertilizer. It 
is ~idely believed, however, that these are primarily comm~rcial 
farmers. If this is correc~, then·the recurrent expenditure in 
question subsidizes a rather small group, the members of which 
are comparatively wealthy$ The lack of political or economic 
rationale for this arrangement should be obvious. 
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The vested interest co~straint associated with the maize 
consumer subsidy is deeper and broader. This makes it 
particularly important to estimate the full consequences of the 
subsidy and to specify as precisely as possible the groups that 
are affected positively (the "beneficiaries") and the groups that 
are affect~d negatively (the "taxed'') in the short, medium and 
long run. It is naive to presume that these estimates have been 
made carefully and correctly by shrewd policymakers.- "Political" 
decision~ can be -- but are not invariably nor even usually -- at 
odds w:Lth '";~onomic" decisions that favor growth with equity .. 
When so-called economic and so-called political choices are far 
apart, fuller information tends to bring them closer together. 
Consequently. analysis of the magnitude and locus of the 
production and transfer effects of the maize consumer and other 
subsidies should be carried out under the ZATPID project as soon 
as possible. 

As already suggested, improving MAWD fiscal performai1ce is 
tantamount to making Zambia agricultural policies more 
effective.. Greater coherence ·among policies is a sine qua non .. 
Policies which prima facie are unrelated to central government 
resource allocations can have major effects on these allocations, 
the most obvious example being the subsidies engendered by 
~urrent consumer and producer prices. 

It would be a grave mistake to underestimate the 
difficulties and complexities involved in im~roving agricultural 
policies. This will require a substantial increase in the 
p r e s e n t s t o ck o f a g r i c u 1. t u r a 1 • e c o n_ Q m i c and s o c i a 1 i n f o rm a t i o n , 
major institutional developments, and new patterns of official 
support for smallholder activitites. Despite the present 
imporiance of the subsidy issue, a resolution of it should be 
viewed as no more than a needed first step in the establishment 
of a continuous Zambian process of experimentation, research> 
data collect:ton_, processing, analysis, policy formulation and 
implementationo AID/Zambia's two projects are aimed at the 
establishment of such problem-solving processes: one in the area 
of agricultural research and extension; the other in the area of 
agricultural policy. 

\ 

\. 
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II. MAJOR ZAMBIAN AGRICULTURAL DEVELOPMENT PROBLEMS* 
---~-.---..--...---·--··-""""'"-....,_ __ ._..t..n .. --..._ __ ,. _____ lf.._.~--"""-~--...... ._ ... _....._~--'""' .... ___ _ 

The purpose of this part of the paper is to prov:Lde an 

.update of the events and trends in the Zambian agxicultural 
sector; to analyze their impact, and to identify areas where the 

'performance of the sector could be significantly improved in the 

short run. 

After a brief review of the structural characteristics of. 

the sector, the sectorts performance against the goals of 
increased produc~ion and increased in~omes is reviewed. Next, 
constraints to improving the sector's performance are 
delineatede Reviewed are both the long run and short run 
problems facing agriculture in Zambiao Lastly, measures to 
improve agriculture's performance are identified and impact 
explainedo The identified measures are those short run measures 
believed to hold the greatest potential for rapidly improving the 
sector's performance~ 

A. STRUCTURAL CHARACTERISTICS ____ ,. ___ ....... ___ .... _..__.,,. .... ,...,,,_~~-"""' .. __ ....._ ____ ~_.,.~---~ 
1. Land Use ..... _____ ,~..._...._ 
Roughly one third of Zambia'~ surface area is well suited to 

agriculture.!/ The other two thirds of the country is either 

infested with tsetse fly, is devoted to forests or game reserves, 
is permanently under water, or is excessively rocky. Of the 
roughly 25 million hectares presently suited to agriculture> 12 
million hectares are cropped intermittently and 2 million 
hectares are cropped continuously. The amount of land used for 
agriculture varys greatly between different agro-ecological 
zones. Overall, land use relative to potential remains low as 
evidenced by the fact that.only 8 percent of the land presently 

suited for agriculture is. continuously cultivated. In major 
part, this reflects the production technologies presently 
available; the skills of most of the rural producers; the 
economics of location, and the government's policies with respect 
to agriculture.·· · 

Zambia can b easily divided into four major agro-ecologicai 
z one s • ( See map 1 ) \ The No rt he r n z one ha s high r a inf a 11 , 1 ow 
soil fertilityt limited ~;;11r;:;;, and tsetse fly throughout the 
region. Shifting cultivation ~s the pred9minate form of 
agriculture. In the Western z~ne, low rainf~ll, low soil 
f e rt i 1 i t y , w i de t em p e 'i?at~r~~ var i at ions and 

*Prepared by Dirk DijkermanJ Agricultural Economist> Ag~icultural 

Division, REDSO/ESA, AID, N~vember, 1982 at the request of 
A ID I Z a'm bi a • 

l/riDevelopment Needs and Opportunities for Cooperation in 

Southern A~rica: Zambia," USAID (March 1979). 

!I IBRD report 84la - ZA (October 20, 1975). 
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little tsetse fly are the best descriptors. A livestock based 
economy has d~veloped in this region. The Central, 
Southern, and Eastern provinces form a zone ~ihi'~-hls by· far the 
m-;;t:·-~-~~ 1 o g i c ;rr:y---r;:; ore d . in z am bi a • It has re 1 El: t iv e 1 y go o d 

soils, rainfall, and sunshine. Also as a result of containing 
the major urban areas, it has developed into the most important 
agricultural region in the country. The last zone, formed by 

the Luangwa-Zambezi Rift Valley along the Sduthern East border 
·contains extensive broken escarpmen~se This region is of 
marginal significance agriculturally. 

The country, as a whole, has above average water resources 
when compared to similar regions elsewhere~ However, its lack 
of availability on a year round basis io of ten a serious 
problem. Along the same lines, Zambia's soils have a generally 
low inherent fertility.ll No large areas of naturally fertile 
soils, where good yields can be obtained without the use of 
fertilizers. are found in Zambia. The ~oils do have a high 
potential for crop production provided that fertilizers are 
used. In ad4ition, the major nutrients, except for nitrogen 1 

are required.in relatively modest levels~ 

The country's potential for growing a wide.variety of crops 
is large~ A major reportil, which identifies the rainfed 
production possibilities of ~leven major crops in Africa found 
that Zambia as a whole has suitable to very suitable (the 
highest rating) condition~ for growing millet, sorghum, maize, 
beans, sweet potatoe, and cotton·. The conditions for growing 
rainfed rice and wheat are not· suitable (the lowest rating) in 

most of Zambia. 

3. Rural Labor Force ___ ... _____ ~,.,_...._ ____ _ 
Zambia's rural populace is highly dualistic. At one 

extreme are about 600,00~widely dispersed small-holder 
subsistence farm families. Traditional farming methods are 
practiced using hand tools and generally work is unassisted by 
~ither animal OT mechanical power. This group chiefly produces 
such staples as maize, millet, sorghum, cassava, beans, and 
peanuts, and in tsetse-free areas they also raise open range 
cattle. Of the traditional farm families, about three fourths 
are believed to be farming less than one hectare at any one 
time. Only 40 per~ent of these farms sold or bartered any part 
of their produce in.the early 1970's and less than half were 
believed to have produced any ,surplus. For those who produced 
s u r p 1 use s , the cash v a 1 u e was ·es t i mat e d · t ·o be between K 6 0 - 7 0 a. 
year per farm (US$66-77). It is. estimated that they farm about 
75-80% of the total cultivated land~ Although this group 
accounts for the majority of total production, they supply 
little to the of~icial marketing channel. 

37-:r:1z-:·-g; Ph fIT i p s , " Fer t i 1 i z er Rec o mm end a t i on s and Cr o p Yi e l d s 

in Z am bi a , " MAW D ( u n d a t e d , 1 ate ·-1 9 7 0 ' s ) • 
!:.J "Report on the Agro-ecological Zones Project, Volume I," FAO 

(Rome, 19 7 8) • 
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At the other extreme are 600-800 capital intensive 
commercial farmers including about 100-200 non-Zambians. Their 
high technology operations account for roughly 5% of the total 
cultivated land areaG They grow maize, wheat, idyabeans, rice, 
and in some areas they rai~e cattle. Gross annual sales from 
commercial farms average about K25,000-30,000 a year per farm 
(US$27,S00-33,000). In terms of the volume of officially 
marketed production, this group suppl~es upwards of 60% of the 
total. Annually, they produce for 30-40% of the couutry's 
preferred staple - maizeo 

Between the subsistence and commercial farmers groups is a 
s ma 11 but g r ow i ng gr o ·up o f " em e r g en t " f a rm e r s who a re u s in g 
improved seeds, oxen oi tractors to produce the same range of 
crops as commercial farmers, in addition to cotton, which 
remains a small-holder crop in Zambiao There are roughly 
60,000-120,000 emergent farm families. Gross annual sales from 
this group varies widely but lie typically in the range of 
Kl,000-3,000 per year (US$ 1,100-3,300). They account for 
roughly 15% of the total cultivated area. 

No t mu c h m·o re i s known ab o u t t he three cat ego r i e s o f · r u r a 1 
producers. In factt the Ministry of Agriculture an~ Water 
Development now (1982) divides the producers into two 
categories: subsistence and commercial producerso Under this 
classification system, a commercial farm is any operation that 
~ultivates 5 hectares or more, or earns Kl,000 or more ann~ally 
from crop sal~s-~/ 

The distrib~~ion of the rural population reflects the 
relative production capabilities o~_Zambiavs agricultural 
zones~ The highest density is in the relatively fertile 
central, southern, and eastern province zone, followed by the 
northern zone, the western zone and lastly the Luangwa-Zambezi 
Rift Valley zones. · 

~~E.~~--E~l?~~ 1 a ~i.~~-~-~~!.!_!_~~-~£.Z~Ag_E.~§.s~~9..~i:,~~J:.._~~~~-§. I 
area in 'OOO rural Population 

9_9~~~~. f.~E.~l~~~~~ 1?..~.E.~§.g_~~~ 
Central, Southern and 

Eastern 94 810 8.6 
Northern 350 1,220 3 .. 4 
Western 308 500 2 .. L~ 

Luangwa-Zambezi Rift Valley 101 230 2.3 

57-·7·-F"i~;-r-c; o p Fore c a s t in g Rep or t : 1 9 81 I 8 2 c r op s e as on , " MAW D 
ZJune 7, 1982). · 
ii Data from 1969 Census. The 1980 census data has not yet been 
processed. 
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The growth of the rual labor force has been low relative to 
the country•s population growth rate of 3.1%. During the 1960s, 
the annual rural growth rate was about 0.5%, while it increased to 
just over 1% during the 1970s and early 1980s (See Table 1). This 
reflects the relative attractiveness which urban areas have. 
Rutal areas have higher infant mortality rates and possibly lower 
bitth rates due to the relative scarcity of young males who have 
migrated to urban centers. The negative effects of migration on 
the supply of labo~~ for agriculture is perceived by various 
sources to be critical in some places at certain times of the 
year. There is no evidence of migratory labor 
between rural areas which would alleviate the problem~ 

There remains a need for additional information concerning the 
precise nature of the rural labor supply, not only because they 
produce the majority of the country's food, but also because they 
are the majority of the population in Zambia, 

I 

Zambia's.rural markets operate on two tiers. The first is the 
collection and distributiort of cammoditiesj primarily 
agricultural, by parastatal organizations~ The second is the 
private ~arketing system~ Not much is known about the latter 
system. However, it is generally accepted that it has been 
adversely affected by monopolistic marketing policies. favoring 
parastatals and by the GRZ uniform price structure for many 
commodities which is enforced on a nationwide basis and which 
makes no allowance for differing distribution costso Many 
observers point towards a decreasing availability of essential 
goods such as salt, oil, soap, etc~ in the rural .areas as evidence 
of the impact that this policy has ~ad on the private marketing 
system which tends to handle such items. This point is discussed· 
in considerable detail later in the paper~ 

\ 

The most visable agricultural produce marketing organization 
is the GRZ. Working through parastatals and their appointed 
agents (i.e~, c~operatives) and via legislated uniform national 
prices, the system tries to control the marketing of major crops, 
with particular attention to maize which is the country's single 
largest food crop. Uniform national pricing and controlled 
marketing is not universal in Zambia. The GRZ does not set ihe 
prices of vegetabl~~, noi does it control its marketing. The 
marketing of vegetables is left to the private sector, including 
cooperatives. 

The marketing of sorghum, millets, bearts, and other food crops 
apart from maizer also is dominated by the private sectoro This 
is because official producer price~ for these crops have tended to 
be below the prevailing prices in rural markets and reg~lations 
requiring that those food crops to be marketed through officials 
channels have not been enforced~ Hence, the official marketing 
aiencies become buyers of la~t resort for many of the other major 
food crops. such as sorghum, millets, etco Even though this 
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a~rangement allows som~ room for the small private trader to 
operate, the environment, on the whole~ does not.appear to be very 

supportive of their activities~ Again, this point is discussed in 

considerable detail later in the paper. 

s. I .. ocation • 
..._._._ .......... _~,,----

A significant ch~racteristic of Zambian agriculture, as well 
as the overall economy, is its concentration in one 
agro-ecological zone: the central, southern, and eastern province 
z one • Thi s a r e a.. a c c o u n t s f o r o v e r 5 0 % o f o f f i c i a 11 y ma r k e t e d 
production, only 16% of the land, 29% of the rural population, 
most of the urban population and jobs, and contains the majority 
of the major transportation arteries. This implies that there is 

not much out in the rest of Zambia of service to over 70% of the 
rural population. 

This distribution of the majority of the rural population 

(about half of the total population) has significant implications 

regarding the development prospects of these people. The 
transportation cost is a significant element of the total cost of 
undertaking any activity which links or tries to link the rural 
areas with the present center of Zambia '-s economic activity. This 

fact is particularly important since Zambia is totally dependent 
on imports of petrol, oil, and lubricants (POL). 

Even though the land to population ratio appears favorable, 

the generally weak soil structure~ the current cultivation 
practices of the majority of Zambia's agricultural families, and 

the availability of agricultural laborers are factors working such 
that any significant and sustained increase in production and or 
a c re age in mo s t of Z am b i a w i 11 re q i.JT re mo re c om p 1 ex . f arm 
management techniques and increased inputs (ioe. fertilizer, 
improved seeds, etc.) in order to assure that the productivity of 
the resource base does not deteriorate. 

Thus, while some studies have estimated that 90% of Zambia is 
potentially arable, there are serious questions about the economic 
costs and returns from bringing these lands into productiono 

Given these ~haracteristics of Zambia's agricultural sector, 
it becomes re 1 e van t. to as s es s how the ·sector has p e r f o rm e d , 
particularly since 1979/80 when AID/Zambia changed its development 
f o~us from one of sirictly balance-of-payments support to a 
development oriented strategy ~n support of the agricultural 
sector. 

Be AGRICULTURAL SECTOR'S PERFORMANCE 
----------·~....._.----------... - ........ ----~-------

Accurate data about total agricultural activity in Zambia is 
not availableo However, the available estimates are believed to 
be sufficiently accurate to indicate trends. Comprehensive 
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analysis of the sector.remain suspect unless improvements are made 
in the quality of data and information.LI Among the significant 
unknowns are: the importance of non-official marketing channels; 
-the importance of unregistered border ~rade in major crops; the 
impact of official producer prices on producers' marketing 
decisions, particularly with respect to the level marketed through 
official channels. 

Although over 60 percent of Zambia·'s population is dependent 
on agriculture for its livelihood, the contribution of the sector 
to GDP has been low since Independence, annually accounting for 
only an ~stimated 12 to 14 percent~ Since mid-1970s, 
agriculture's contribution to GDP has increased slightly from 
12.4% duri~g 1973-76 to 15~4% during 1976-790 The drought and 
other factors in 1979 and 1980 caused a slight decline~ but the 
normal to good weather in 1980 and 1981 along with increased 
producer ?rices resulted in a rebounding to 16~2 percent of GDP. 
The relative increase of agriculture's contribution to GDP must be 
kept in perspective with the relativ~ decline of the other sectors 
of the econo~y~ particularly mining, manufacturing and 
construction~ ~·;rhic.h have all declined in importance during .the 
1975-81 period. To determine what actually has pened in 
agriculture, the sector's performance is compared against two 
goals: ·increased agricultural production and increased 
agricultural incomes. These goals aie also the GRZ's and 
AID/Zambia's s~ctor goals. 

Total output (value added in const~nt prices) in the 
agricultural sector has increased since 1979 by 3~4% and 9u8% in 
1 9 8 0 and 1 9 81 , re s p e c. t i v e 1 y ( S e e T a·o1 e 2 ) .. Th l. s :i. s a t. u r n a r o u n d 
from the 3.2% average annual decline experienced during the 
1976-79 period .. 

The major source of change in total agricultural output 
historically ha~ been the commercial farmer group. Ou average 
they account foi an estimated 30-3 of total output- During 
1976-79~ this group's output fell by nearly 11% per year~ The 
rebound since 1979 was again led by this group whose output grew 
by 9.8% and 28.6% in 1980 and 1981, respectively. 

The traditional'or subsistence farmer group's contribution to 
total output remain~ dominant (65-70% of the total), while their 
annual changes in output are much less than that of the commercial 
farm sector's. The traditionai sector'§ change i~ output usually 
is around 1-2% per year. This partially reflects the sector's 
relative lack of dependence on the modern sector and partially 
reflects a lack of knowledge about this group's behavior (hence, 
small stable changes are assumed). · 

··z}_A_r;;~;;;_ t ( 1 9 8 2 ) W F P f o o d as s e s s men t t e am re p o r t e d that the 
quality of agricultural crop forecasts were inadequate to draw 
firm conclusions regarding the food situation in the countryo (See 
Lusaka 3708). 
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Estimates of offi6ially marketed production are more reliable 
than total production estimates which of ten vary by 100+% between 
the various services in the. GRZ. In 1980/81 and 1981/82~/ the 
level of officially marketed production for most of Zambia's crops 

. rose back towards or above their respective 1972/73-1979/80 trends 
(See Table 3). The majority of the officially marketed production 
is processed and sold in Zambia's large urban sector (40% of the 
total population). 

The increase in officially marketed production was 
' particularly important ~ith respect to maizet which in any given 

year accounts for at lea~t 90 percent of the total volume marketed 
through official channels. Furthermore, maize is the staple of 
the majority of the urban sector and thus its availability is a 
sensitive political issue~ Officially marketed production of 
maize in 1979/80 was 336~000 MT or roughly 61% of the 
1972/73-1979/80 production trend. In 1980/81 and 1981/82, it 
increased to 70% (383,000 MT), and 128% (693,000 MT--provisional) 
of trend, respectively. Although the data are not available, most 
of the increase probably came from the commercial farm sector, 
which now also includ~s a proportion of those farmers form~rly 
labeled .. emergent farmers." 

None of the other crops marketed through official channels 
accounts for more than 5% of the total volume of crops marketed 
bfficially, while most average less than one ?ercent.21 As a 
result of the low volumes marketed, the percentage changes in 
these figures are not as meaningful since a small quantity change 
can result in a large percentage change. However, the case 
remains for most crops, that the level of officially marketed 
production has increased significan_:~ __ ly since 1979/80 (See Table l~). 

The difference between total marketed production and 
officially marketed production for the various crops are not known 
since the GRZ does not maintain statistics on these nor makes 
public any estimates it might make~ Observers opinions as to the 
importance of the non-official marketing channels vary 
significantly. For example, the estimates of the quantity of 
maize illegally exported to Zaire each year ranges between 
45,000-90,000 MT. This is roughly 10-30% of total quantity 
marketed officially, depending on the year chosen for comparison. 
For other crops, su~h as rice, groundnuts, sorghum, millets, and 
cassava, even less ~s known (See Table 5). Most observers would 
agree that the quantities of these crops marketed outside the 
official channels are significhnt, parttcularly for sorghum, 
millets, and cassva, which are an important part of the diet in 
many parts of ·the country, (i.e.~ in the northern and western 
agro-ecological zones). 

-~37--T~ crop s ea son runs f r om 0 c to be r 1 through S e pt em be r 3 0 (MAW D 
report, June 1982). 
~/ Seed Cott6n is the exception~ 
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Productivity per worker in the agricultural sector provides 
auouther indicator of the.efficiency of the se~tor. Total 
productivity. in agriculture declined continuously, as it did for 
the entire economy, from Independence in 1964 to ~979 (See Table 
6)~ Beginning in 1980, produ6tivity per worker in the 
agricultural sector rose 2.6% and another 7.6% in 1981, while the 
economy's productivity as a whole continued its long decline. 
Howe~er, between 1964 and 1981 th~ average productivity of a 
worker in the agricultural sector has still declined about 9ol%, 
while for the economy as a whole, it declined by 29%$ 

Not unexpectedly, the gains in agriculture's productivity came 
frofil the commercial farm sector. Its productivity grew by an 
estim~ted 15~5% and 22.6% in 1980 and 1981~ The traditional 
se~tor's productivity which had been declining since Independence, 
has held even since 1979~ In fact, the commercial sector's 
productivity index has risen continuously since Independence 
except during the 1975-79 period. 

The valu~ of output per worker in the commercial sector has 
been above ti1e average. for the economy slnce around 19700 , It now 
(1981) stands at Kl,842 per worker, while it is Klll in the 
traditional sector, and K737 for the entire economy. 

A~ with all analyses of agricultural sectors, the importance 
of weather, availability of inputs. on a timely basis, attractive 
producer and input prices and a series of other factors cannot be 
ignored. A preliminary analysis of weather in Zambia since 
1976/77 reveals that rainfall patterns and officially marketed 
production are not closely correlatedo In fact, the average 
rainfall was the lowest in 1976/77 when officially marketed maize 
was the highest ever at 750,000 MT~- Weather cannot be blamed for 
the mat4 ority of the changes in the level of officially marketed 
ma i z e • _QI 0th e r fa c t or s , , such a s the e. x t en 1: t o w hi ch GR Z 
pricing policies act as a·- constraint to improved performance of 
the agricultural sector, will be examined in the next section (C)~ 

Since 1979, total real income in the agricultural sector once 
again started rising relative to the rest of the economy. 
Increased income comes from two sources: increased production·and 
increased prices f~~ that proportion of value added by the sector 
(e.g., increased pet unit prices for that proportion of value 
added to the product by the agricultural _sector) .. 

Between 1973 and 1976, total- agricultural production increased 
as well as the average per unit price for goods from the 
agricultural sector. During this period, the per unit price in 
the agricultural sector rose by 9o4% per annum, while i~ rose only 
by 2.7% for the economy (See Table 2). 

lQf S e ;-o:· Di j k e rm an , "Ma j or Fa c t o r s Exp 1 a i n in g the Leve 1 of 
Offictally Marketed Maize in Zambia," (Forthcoming, December, 
1982) for further details. 



This changed during 1976~79 when the price gains in the 
economy were greater than in the agricultural sector. 
Production during this period declined by 3.2% per year~ in 
part as a reaction to the loss in income due to the relative 
decline in the value of the output of the agriculture sector. 

By 1980 and 1981, the continued GRZ legislated producer 
price increases resulted in increases of the per unit value of 
production in the s~ctor which were greater than in the economy 
as a whole. In 1980 and 1981, agriculture's average value 
added price increases were 12~3% and 11.4%, while the economy's 
average increases were 11.5% and 2QO%, respectively~ Partially 
as a result of these real increases, total agricultural 
production rose, thus further increasing total income in the 
sec.tor. 

Most of the increased income has gone to the commercial 
farm sector. In 1980 and 1981, the price for that proportion 
of agricultural value added by the commercial farmers increased 
by 21.4% and=lS.4%, while it rose by only 8ol% and 9~8% in the 
traditional farm sector~ The major reasons for the unequai 
distribution of the price gains are: (a) not all the country's 
farmers are able to capitalize equally on the higher producer 
prices because of differences in access to the GRZ's marketing 
facilities (e.g., most commercial farmers have better access · 
than traditional farmers); (b) not all the price increases· are 
on crops that the traditional farmer can grow effectively with 
his resources and capabilities (i.e.~ wheat, rice, etc.); and 
(c) many of the large price increases were n6t for major crops 
that the traditional sector grows (i.e., millets, cassava, 
sorghum, cotton, etc.). 

When coupled with the fact that productivity in the 
commercial farm sector ro~e by 2.6% in 1979-80 and 7.6% in 
1980-81, while the traditional sector's productivity remained 
stagnant, the observation that most of the increased 
agricultural income went to the commercial sector becomes even 
clearer. Even though the traditional sector did not do as well 
as the commercial sector, it did better than the economy did as 
a whole in 1981. That was the first time since the 1973-76 
period, that the traditional sector did better than the economy. 

' 
3. GRZ Role 

\ _ .... _ .... _______ .._......_ 

The sector's performance since 1979.has clearly improved 
over its performance during the previous several years when 
agricultural production and inco~es were falling. Agricultural 
policy adjustments by.the GRZ have played a major role in· 
bringing about this turnaro~nd. 

Real producer price increases for various crops, 
particularly maize, probably contributed significantly to the 
s~ctor's improved performance. Although the GRZ has been 
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actively using price increases as a tool for increasing 
production since 1974/75, it was not until 1980/81 that the 
increases represented increases in real terms (See Table 
7--analysis utilized implicit GDP deflatior calculated from the 
IMF's data on Zambia). The producer price increase in 1980/81 
slowed the rate of decline for wheat and rice, while others 
increased in real terms (i.e. maize, soyabeans, groundnuts, 
sorghum). If inflation does not rise significantly over 
p r o j e c t e d · 1 e v e 1 s , t h·e p r ice inc r ea s e s an noun c e d up t o t he 
1983/84 crop season will amount to real increases for most 
crops during 1981/82-1983/84. 

Th~ real price of maize has increased 8.8% per year during 
1979/80-1981/82 and is projected to increase another 3.4% per 
year during 1981/1982-1983/84. This compares to the real 
decline of 4.4% per year experience during 1973/74-1979/804 

On average. the real producer price increases announced for 
the other crops have not been as large as those for maize. For 
the 1981/82-1983/3!1- period, some of the big "gainers" were rice 
at 30.8% per year and sorghum at 1848% per year. Unfortun~tely 

real seed cotton and millet prices continued their declines · 
which began back in the mid-1970s. These changes suggest that 
the GRZ's actions did not account for the relative price 
~elations these crops had traditionally. 

Analyzing past sales reveals that the GRZ has imported and 
produced sufficient quantities of fertilizer to allow sales to 
increase by a compound rate of 7.3% per year since 1972-73 (See 
Table 8). The preliminary results of an analysis suggests that 
fertilizer sales are a major facto explaining the changes 
in officially marketed production. Thus, the GRZ's 
continued efforts to supply fertilizer to farmers at subsidized 
prices has certainly helped increase agricultural production 
ind incomes of those farmers that can obtain fertilizer. 

The GRZ has .. also continued its policy of supplying 
f~rtilizer at a subsidized price to Zambia's farmers, although 
several reductions were made in 1982. Data on the amounts sold 
to traditional or commercial farmers is not available. It is 
believed, however, that roughly 50-70% is bought by commercial 
producers. Fertilizer demand at the present subsidized rate 

\ 

has never been clearly established because each season the late 
arrival and/or inadequate distribution of supplies have acted 
as an impediment to revealing ~ffective.demand. 

!I7-n-.-Dijkerman. Ibid. 
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The effect of the GRZ fertilizer subsidy has been to 
increase the real price of maize to those farmers that use it. 
Fertilizer in Zambia tends to be U$ed primarily on maize, hence 
the impact of the subsidy on maize productian is· significant. 
For example, if the .GRZ increases the fertiLlzer subsidy during 
the 1981/82-1983/84 period in order to keep fertilizer prices 
constant, it will have the impact of raising the real price of 
maize an average of 13% per year above the real price increase 
already legislated~ 

To improve the efficiency of the official marketing system) 
the GRZ began a major reorganization of its largest 
agricultural marketing parastatal, NAMBOARD, in 1980a Since 
January 1981, the provincial coo~erative unions have been 
assigned the responsibility of becoming the oficial purchasers 
of maize and other crops at the provincial level while NAMBOARD 
retains its national level responsibilities. 

The cooperatives are not permitted to charge a fee for 
marketing and handling services and instead must rely upon 
government transfer payments to cover expenses. These exp~nses 
are negotiated by the cooperatives on an estimated cost plus 10 
percent formulation known as the 11 restitution" system. 
Briefly, the amount each cooperative receives from Covernment 
for its handling 6f marketing services is a function of its 
operating expenses and v~lumes handled~ This, of course, 
varies by region and and cooperative union. 

The benefits of this change were that NAMBOARD was able to 
reduce its work force by several thousand, and the 
responsibility of marketing was partially decentralized to the 
reg i on a 1 1 eve 1 • Un f o rt u n a t e 1 y 7 u o t- ·-a 11 t he c o op er a t. i v e uni on s 
are ready for this responsibility. Furthermore, the GRZ has 
been slow in reimbursing ~he cooperatives for their expenses, 
hence placing them into s~vere cash flow problems~ With regard 
to ca.sh flow, one of NAMBOARD' s .. Problems has been transferred 
to the cooperat~ves, but no improvement has been made. 

Whether or not this change has been beneficial remains an 
emp·irical question.. However, those cooperatives who have been 
able to as~ume their expanded role seem to be pleased with 
having a greater role in the management of their affairs. 

\ 

In addition to the above actions. the GRZ has legislated a 
wide ran~e of reforms to make investment in agriculture more 
attractive. These changes include: (a).maize producer bonus in 
foreign exchange of us$o.so per bag for each bag over the first 
5,000 delivered to an official marketing agency depot; (b) tax 
laws adjusted to be more fa~orable toward farmers; and (c) 
liberalization of depreciation allowances and write-offs on 
agricultural investments 

The agricultural sector appears to have begun to reverse 
its decline which is significant in light of the continuing 
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The effect of the GRZ fertilizer subsidy has been to 
increase t~e real price of maize to those farmers that use it~ 

Fertilizer in Zambia tends to be used primarily on maize, hence 
the impact of the subsidy on maize production is significant. 
For example, if the .GRZ increases the fertilizer subsidy during 
the 1981/82-1983/84 period in order to keep fertilizer prices 
constant, it will have the impact of raising the real price of 
maize an average of 13% per year above the real price increase 
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To improve the efficiency of the official marketing system, 
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agricultural marketing parastatal, NAMBOARD> in 1980. Since 
January 1981, the provincial cooperative unions have been 
assigned the responsibility of becoming. the oficial purchasers 
of maize and other crops at the provincial level whtle NAMBOARD 
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The cooperatives are not permitted to charge a fee for 
marketing and handling services and instead must rely upon 
government transfer payments to cover expenses. These expcinses 
are negotiated by the cooperatives on an estimated cost p~us 10 
percent formulation known as the "restitution" system. 
Briefly, the amount each cooperative receives from Government 
for its handling of marketing services is a function of its 
operating ~xp~nses and volumes handled. This, of course, 
varies by region and and cooperative union. 

The benefits of this change were that NAMBOARD was able to 
reduce its work force by several thousand, and the 
.responsibility of marketing was partially decentralized to the 
regional level. Unfortunately, noi all the cooperative unions 
are ready for this responsibility. Furthermore, the GRZ has 
been slow in reimbursing the cooperatives for their expenses, 
hence placing them into severe cash flow problems. With regard 
to cash flow, one of NAMBOARD's problems has been transferred 
bo the cooperat~ves, but no improvement has been made. 

Whether or not this change has been beneficial remains an 
empirical question. However, those cooperatives who have been 
able to assume their expanded role seem to be pleased with 
having a greater role in the management of their affairs. 

\ 

In addition to the above actions, the GRZ has legislated a 
wide range of reforms to make investment in agriculture more 
attractive. These changes inciude: (a).maize producer bonus in 
foreign exchange of US$0.50 per bag for each bag over the first 
5,000 delivered to an official marketing agency depot; (b) tax 
laws adjusted to be more fa~orable toward farmers; and (c) 
liberalization of depreciation allowances and write-offs on 
agricultural investments 

The agricultural sector appears to have begun to reverse 
its decline which ~s significant in light of the continuing 
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decline in the rest of the economy. However, ~here are areas 
where substantive changes could easily improve the performance 
of the sectoro Considering the sector's large potential·and 
the problems in the rest of the economy, it would~be of 
considerable value for Zambia's leaders to re-examine the 
constraints to improving the performance of this sector~ 

c. CONSTRAINTS TO IMPROVING PERFORMANCE 
._,.__ ... _..._~-.. ~~ .. ---·~-.-.------- .. ---------.. --~--- ......... ---
The attempts to implement Zambia's humanist political 

philosophy has ~esulted in the development of a series of 
policies which have had t.he net ef f.ect of supressing 
agricultural ~reduction and incomes below what thay could be. 
Although many of the policies affecting this sector were 
designed specifically to alter an agricultural activity or 
practice, they have not always had their intended impact. 
Furthermore, there are other policies designed specifically for 
other sectors which have had negative effects on the 
agricultural sector~ 

The altering of prices to achieve certain goals such as 
increased income equality has become an accepted role of 
government. In practice, all governments distort prices in one 
form or another to increase the total welfare of society. 
However, when the net effect of the governments actions are to 
frustrate the achievement of the very goals it sets for itself, 
then a reassessment of its actions is warranted. 

G i v en Zam bi a ' s go o d a g r i cu 1 tu r a_):_ p o t en t i a 1 ~ t he f a c t t hat 
its agricultural output grew by about 1.5% per year during the 
1970s, while its population grew by over 3% per year suggests 
that the GRZ has not beew succeeding in fulfilling its role. 
The present package of agricultural and agriculturally related 
commodity prices fixed by the GRZ are provid~n, incentives for 
the misallocation of the sector's resources.l~ 

(a). Uniform National Producer Pricing. Although 
adopted for re~-;~;-;r-J;~;;;;r~g'i"~~om~·-r;;q~;lities between 
agricultural producers, particularly the commercial farmers and 
traditional farmers, uniform pricing has not had its intended 
effect~ As was see~ in th~ previous sections, the major 
beneficiaries of the present sy~tem appear to be the commercial 
farmers .. 

Uniform national producer prices also has the impact 
of ignoring the comparative advantages different regions 
throughout the country have'fdr growing various crops. ·In 
Zambia, this negative impact is exacerbated because producer 
prices are based on the estimated cost of production on large 
commercial farms. Transportation, handling and distribution 

1I/-D;fi;ed as an allocation of resources to sub-optimal uses. 
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prices against maize prices wa.s 0 8. 2% per year during 
1967/69-1979/80 and the loss increased to 9% per annum during 
1979/80-1981/82. 

This pricing policy provides additional incentives for 
maize production ·at the expens,e of other crops. If the 
availability of labor is an important constraint to increasing 
production, then these policies would .tend to reduce the 
acreages of other crops as producers shift into maize 
production because the per unit return for maize are higher and 
farmers do not have to grow as much to achieve the same level 
of cash income~ This becomes particularly important if there 
is little on which the farmer can spend his income (other than 
taxes, scho~l fees, etc.)--something which seems to be the case 
in many areas .. 

A point frequently made is that dome~tic producer 
prices should at least approximate the import parity prices or 
world equivalent prices of those goods. The rationale is that 
the agricultural sector is being implicitly taxed if domestic 
prices are below import parity and this acts as a disincen~ive 
for increased production$ This argument becomes particularly 
applicable when the government has to import the same food at a 
hi~her price to meet domestic demand which is the case in 
Zambiao In Zambia, during the late 1970s, domestic prices were 
below import parity prices for most crovs, the exceptions being 
wheat and rice (two crops for which Zambia does not seem to 
have any real agro-ecological potential for producing 
effectively). The GRZ prices increases since 1979/80 has 
resulted in gains on the world prices for most goodso (See 
Table 10) •. 

During 1980/81-1981/82, Zambian producer prices were 
above import parity for most crops except sorghum and seed 
cott6n (two crops for which Zambia has a significant 
agro-ecological potential fo~ producing effectively). The 
domestic maize price has improved steadily against the import 
parity prices, rising from an average of 59% during 
1973-1976/77 to 118% during 1980/81-19~1/82~ 

An important assumption of this comparison is that the 
present exchange ra~e properly reflects the value bf the 
Kwac~a. There is c~nsiderable evidence that is not the case. 
Some observers (IMF in particular) feel the exchange rate may 
be over valued by at least 30 bercent~ .The extent ~o which 
this is true effects the above comparisons. In essence~ the 
effect would be to reduce the gain.the GRZ has made on import 
parity prices. (See Table 10). For example, if the actual· 
"shadow" exchange rate was equivalent to a 30 percent 
d~valuation of the Kwacha, then maize price including the 
fertilizer subsidy would be only 6 percent above the import 
parity price in 1981/82, down from unadjusted level of 51 
percent. Even if this.is the case, it should not be forgotten 
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The final beneficiaries of these GRZ policies are the 
urban populace who pay lower food prices,· particularly for 
maize~ However, the low staple food prices have not guaranteed 
sufficient quantities of staple foods at official prices. 
Parallel markets have risen in these and other. "controlled" 
food commoditiesli/, although they are thought to be 
relatively small due to the GRZ's policies .which have reduced 
the import~nce of the private traders in agriculture. In rural 
areas sorghum, beans, and millets are often more expensive than 
the controlled price for maize. Even in cities, the unofficial 
market price of cassava flour, if and when available, has been 
reported at roughly two times the official consumer price of 
maize £lour .. 

The consumption of these staples of ten is constrained 
to .. filling in" the market when maize or other cheap.foods are 
not available. Even though these staples can be grown more 
cheaply than maize in many areas, it is difficult to compete 
with the GRZ's relatively high ~roducer prices and relatively 
low consumer prices for maize .. l2../ 

To summarize, the main impact of the GRZ's pricing 
policy has been to favor maize production (due to the 
relatively high producer price) and favor maize consumption 
(due to the relatively low consumer price)~ This has reduced 
the profitability ~f producing and distributing other crops. 
It also results in· the country becoming more of a mono-culture 
crop economy. Alth-0u not discussed here, there are probably 
significant nutritional implications of this trendo 

z. Uneconomic Markets . .,...._._ ____ ._...._..._,._..,..___,__~--....-..-
The GRZ's history of playing a major role in the marketing 

of agricultural products ~egan at Independence. However, major 
involvement in the marketplace was a policy inherited from the 
previous governmenta After Independence, the GRZ's humanist 
philosophy and their desire to control the economy led to 
further increas~s in the involvement of government in marketing 
and distribution of outputs and inputs (fertilizer, credit, 
seeds~ etc.). NAMBOARD became the largest marketing para~tatal 
until the beginning of 1981. In addition to NAHBOARD and the 
provincial 

·r47-5;;-; e cent F o o d · S t rat e g y S tu d y ( 1 9 8 2 ) f or more de t a i 1 s Q 

lS/ This conclusion is also su.pported by Alan Martin, "Cassava 
or Maize: a comparative study of the ec6nomics of production 
and market potential of cassava and maize in Zambia," Rural 
Development Studies Bureau, University of Zambia, 1978 and 
Doris Dodge, ,.Zambian Agrictiltural Pr1.cing and Marketing 
Policy," (July, 1979) .. 
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\ 

\ 

14T-s;;-;ecent Food Strategy Study (1982) for more details. 
15 I Thi s co n c 1 us i on i s a 1 s o s u,p po rt e d by Al an Mar t in , " Ca s s av a 
or Maize: a comparative study of the economics of production 
and market potential of cassava and maize in Zambia," Rural 
Development Studies Bureau, University of Zambia, 1978 and 
Doris Dodge, "Zambian Agricultural.Pricing and Marketing 
Po 1 icy, " (July, 19 7 9) • 
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reimbursing the cooperatives for their expens~s, hence placing 
them into severe cash flow problems. 

The GRZ has publically stated that it. wants the 
cooperatives to play a major role in agriculture.. However, the 
present situation requires that the cooperatives receive 
support to survive and grow. Although the Cooperative 
Federation (the umbrella organization for all provincial 
Cooperatives) actively works for its members interests, it 
still could turn irito an organization which responds obediently 
to GRZ demand·s .. - If this occurs, then Zambia will once again 
have a NAMBOARD, but with a different name .. 

( b ) • Q~!:..e.~E.e..!.!.1d~~~J!~£1< e ~ i n ~--~~l.~~~-1!.. The re s u 1 t o f the 
GRZ's uneconomic price structure for essential goods such as 
salt, soap, oils, as well as other goods is such that it has 
reduced the size and importance of the rural private marketing 
systemo To make no allowance for distribution costs in Zambia 
where the population density, hence consum~r density is low by 
most standards, is a very questionable policy. Without much to 
purchase with his cash, the rural traditional farmer cannot be 
expected to grow more~ Money is o~ly a medium by which things 
can b(~ gotten .. 

Every study of the agricultural sector has, without 
exception, called attention to the importance of improving the 
collection, processing and analysis of agricultural 
statistics. It is significant that every major study of 
agriculture has been done by foreign experts whom 1 in most 
cases, had to make special arrangen1ents for collecting data. 
There is no doubt that improvements_in agricultural data and 
analysis are among the ne~essa;y conditions for the development 
of sound agricultural str~tegi~s. 

Since 1979 AID/Zambia has made the resolution of this 
problem one of its highest assistance priorities. The 
Agricultural Training and Planning Project (611-0075) directly 
addresses this problemo After various delays beyond 
AID/Zambia's control the project has finally begun to make 
headway in 1982.~L( 

\ 

£f7-Th;--;;;p-~.~T s i on of two U • S • .'Em b a s s y dip 1 om at s in June , 1 9 81 t 

resulted in a temporary cooling off us~zambia relations. 
However, relations have been progressing back toward the levels 
enjoyed prior to June 1981. 
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4 " I!~~~E_-~p P.~£.E.!.~!_~-~g_E,1-_;:_::!_l:_E_~l~~~.~~-E.~J}._~s__!.~~~r:_~. 
Extension Services 
.__.._._·-~-----------...._.-......... -

The MAWD agricµltural research division has i_ts main. center 
at Mount Makulu and has 23 other regional stations scattered 
throughout Zambia. Currently, there is a lack of continuity in 
the research program, owing in part to the large number of 
expatriate professional staff working on short-term contracts. 
Several other problems also have hampered research. Although 
capital funds are being approved for new schemes or buildings, 
the recurrent budget continues to be cut, and programs underway 
are seldom fully and effectively completed. Though this is a 
general trend in government financing, it has particularly 
serious effects on agricultural research$ Furthermore, 
research is still primarily oriented tow~rd the commercial 
sector. Research of value to the traditional farmers is sorely 
lacking. For example, there is almost no research on the 
intercropping that is practiced by a ~ajority of the rural 
people, nor is there research on the problems confronted in 
operating a ~ubsistence plot under sub-optional levels of 
inputs and management. Furthermore, there is a serious gap 
between the output of the research unit and ext~nsion service 
needs~ Communication of usable advice is minimal and the 
connections or linkages of the extension branch with research 
are extremely weak. Very little is known about the environment 
in which the traditional farmer operates, though much of 
government policy· hinges on assumptions made about their 
behaviour. 

The MAWD extension infrastructure, located on over 450 
locations called "village camps" throughout Zambia, has the 
potential of reaching a large prop~rtion of the traditional 
sector. In 1975 there was an average of less than one field 
employer (excluding comm~dity demonstrators) per village camp 
resulting in an extension·· worker per farmer ratio of roughly 
1:1380. The TNDP goal is to reduce that ratio to the order of 
1:400 by 1983. Several problems confront the service in 
meeting its opt~mistic objective. It remains questionable 
whether the service can reach its goal, though they supposedly 
hire all agricultural college graduates (2 year) and their 
staffing calculations find the goal attainable. Also, 
oper~ting funds for visits and transport for both central and 
provincial staff ha~e been seriously curtailed. One report 
states that in 1964.the ratio of staff salari~s to travel 
expenses was almost 1:1 and by1 1974 it had passed 4:1. Low 
salaries, difficult living co~ditions, inadequate and 
inappropriate training, and lack. of communications with the 
provincial leaders have contributed to lowering the service's 
morale (for further details· see B •. Robinson's Budget Paper). 

Extension training problems stem from trainers not knowing 
much about the traditional farmers, thus not knowing what to 
teach. Though 70% of the food grown in the traditional sector 
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is raised by women and over 25% of the hfruseholds in some 
areas are headed by women, there are very few women agents and 
the differential ef fec~s that could be had by women agents is 
not known. 

AID/Zambia has begun an agricultural reserch and extension 
project (611-0202) to address the major problems of the present 
system: lack of appropriate technology for the majority of the 
producers, and lack of coordination between research> extension 
and small holder farmers& The project got underway in 1982~ 
after a difficult period (See section 3 above)Q 

s. Restrictive Land Tenure System 
-----~-~~--··-- ........ ~ ... '!'~ ... --......... ---~~'"'----._,,. 

The implementation of the present land tenure system makes 
it difficult for many farmers, commercial as well as emergent, 
to obtain long term (20-99 years) rights to the land ~hey are 
farming. The present trend of granting only 3-5 years leases 
reduces the incentive a farmer has for improving his farm with 
capital investments. This not only constrains a farmer•s long 
term plans, but also contribute to the abuse of the natural 
resource base.~8/ 

Adequacy of the\supply the of agricultural credit was a 
concern mainly for smali holders until 1979~ Now it is a major 
concern for all producers. The GRZ's tendency has been to cite 
the IMF limitations on credit expansion as the cause of credit 
supply problems. While it is the case that GRZ adherence to 
the IMF ceilings hastened the prob , two interrelated 
problems are of more fundamental importance; The first i~ the 
poor debt servicing performance of borrowers. The second is 
the heavy dependency of NAMBOARD and the parastatal 
agricultural lending institutions ~.!J../ on budgetary 
allocations.from the Government. Poor debt servicing 
performance, exacerbated to some extent by unrealistically low 
on-lending rates ·charged by parastatal lending agencies~ has 
resulted in both operating losses and significant 
decapitalizatton of parastatal lenders. As a result,. between 
1971 and 1978 ACF and CFC accumulated losses, including 
provisions for bad debts, totalling nearly Kl6 million. 

\ 

l~/ See Dutch Food Strategy,fo~ more details. 

!2_/ Information from thls section comes largely from, IBRD 
report 3007-ZA (February 17, 1981). 

20/ About half of the total agricultural debt is owned by the. 
Agricultural Finance Comp~ny (AFC), and another one-fourth by 
the Zambia State Insurance Company (ZSIC), the Development Bank 
of Zambia (DBZ), and the Cattle Finance Company (CFC), three 
more parastatals. 
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Decapitalization of agricultural parastatal lenders 
occurred steadily during the 1970s but was usually offset by 
additional loans and/or equity capital from Government. 

•Beginning in late 1978, however, the GRZ, (its own response to 
the financial crisis) caused reductions in agricultural 
credit. Cash allocations and short-term lending to NAMBOARD 
were reduced, a move which severely delayed crop payments 
causing large numbers of farmers to default on loan 
repayments. The GRZ· also restrained its own lending and equity 
participation to the agricultural parastatal credit 
institutions such that decapitalization was not offset, and 
increased its share of borrowing from the commercial banks, 
thus restricting another possible source of increased 
agricultural credit. As a result credit disbursements in 1979 
fell drastically, perhaps by as much as 35 percent~ 

The GRZ's reaction to these problems has been to establish 
a new parastatal credit organization, the ricultural 
Development Bank (ADB), which is expected to open up new 
sources of f ~nds for agricultural credit and to expand lending 
activities so as to supply the neglected credit needs of 
smallholder and emergent farmers. Although the Bank is not yet 
functioning, legislation for its creation has been passed and 
it seems that it will soon be expected to take over most of the 
functions of existing parastatal credit institutions in the 
sectoro If things are to improve, however) the Bank must . 
succeed in opening up new sources of funds and in increasing 
efficiency and/or on-lending rates so as to cover the cost of 
operations. · 

Capital funds for the newly planned ADB will be sought 
from external agencies. At present~-MAWD is specifying the 
needed tasks and preparirig job descriptions. Other details of 
planned operations such a? new operating procedures to assure 
ADB of reaching its target group, inter-agency coordination and 
responsibility, if specified, have not been made public. Past 
history sugiests substantial improvements need to be 
forthcoming if fhere is to be any improvement in agricultural 
credit delivery to the traditional farmers. 

\ 
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(a)~ Dairy and Livestock. There is a strong domestic 
demand f o r b o t h'-J; i r :y-;~J-'b;;;r-p-; o du. c t s ~ In the c a s c~ o f mi 1 k , 
domestic supply is not satisfying·the demand. Fresh whole milk 
sold to the Dairy Produce Board (DPB) has declined from some 18 
million litres per year during the mid-sixties to some 12 
million litres in 1975, and 7 million litres in 1979. Although 
demand for milk has ·increased from 20 million litres in 1966 to 
approximately 46 million litres in 1975, the gap is being 
filled by imports of milk powder and butter oil which are 
reconstituted into fortified milk products. 

Of the approximately 2 million head of cattle in 
Zambia, traditional farmers raise some 1.7 million head. 
Indeed, it is within thls group that the potential rests for 
increased beef and dairy production. The GRZ introduced the 
National Beef Scheme in 1967 to boost production from 
traditional farmers. It has some 2,500 farmers as members and 
involves about 100,000 head of cattle. The GRZ admits that the 
scheme has not been successful~ 

The GRZ also has a Rural Milk Production Scheme (some 
100 small dairy farmers over the coun~ry) and tenant dairy 
schemes to encourage production and marketing from traditional 
producers--neither has been successful according to plarts9 

Both the Nat!onal Beef Scheme and the Rural Milk 
Production Scheme will receive increased emphasis during the 
TNDP, with changes designed to improve performance. FAD, SIDA. 
IBRDi CIDA, the U.K. and the other Anstitutions are assisting 
Zambia in different areas of the livestock sector particularly 
in technical areas like artificial insemination, 
cross-breeding, veterinary services, forage, production 
research and.in other technical areas on the state cattle 
farming units. Pricing policy procedures for milk and beef are 
regulatedt but ~re in reality different. Whereai government 
dairy prices are fixed and dairy products must be sold to the 
DPB, government beef prices are regulated, but there is a 
substantial quantity sold on the unofficial marketo 

(b)o [~~~~£i~~· The FAO reports fish provides about 
half the animal pro~ein in the diet of the population. Dried 
Kapenta fish are a popular dietary item, though both urban and 
rural dwellers enjoy fresh fish when it.is available through 
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market channels. Unfortunately production is low and probably 
relatively stableo The major problem is low official fish 
prices which are enforced by the national party members and GRZ 
officials.. Additional problems are the high cost· and lack of 
availability of basic necessities such as nets, boat engines, 
etc. 

In addition to the policies designed to imp·act directly on 
the agricultura~ sector there are policies which were designed 
for other purposes, but which ~mpact the sector~ These 
policies are discussed in greater detail elsewhere and thus 
only are briefly mentioned below.~h/ 

(a). Overvalued Exchange Rate. The maintaining of an 
overvalued exc ha~g;--~;;t:;-Jr~~co~~;-g;;.-~the development of 
alternative exports) a_s well as encourages· imports D 

Agriculutral exports are a real posibility for Zambia. Cotton 
and groundnuts are among the several which have export 
potential, but are less favorable to outside markets (at l~ast 
legally) dqe to the precent exchange system. 

(b). Low Interest Rate Policies for Deposits and Loans. -ni-----·-----..... -·---~------·------------··----··---~~,---~-~--,---
A recent paper -- summarizes the problems of t·his policy as: 

"(i) .. Saving rates are depressed and consumption 
is encouraged. This results in a shortage of credit available 
f or in v e s t m e.n t • S inc e 1 9 7 5 , t he p e r cent age o f t o t a 1 c re di t 
utilized by the public sector including the parastatal 
organizations has increased from 4~_percent to 73 percent in 
1980. This increasing share of cr~dit going to the public 
sector implies that the current interest rate policy works 
particularly hard against1 development of the private sector 
which includ~s agricultur~. · 

zf7-5;;-5t;ward.Callison's "Major Zambian Development 
F~-o b 1 em s , " ( d r a .f t , N o v em b e r 1 9 8 2 ) • 
22/ Michael Applegate, "Restricturing of Interest Rates in the 

_i;public of Zambia: some Policy Proposals." USAID/Zambia 
(September 1982). pp.6-8. 
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"(ii).Current interest rate policy results in 
credit rationing which intensifies risk aversion and liquidity 
preference on the part of intermediaries. This places 
agriculture at a disadvantage because of· risk as~ociated with 
factors beyond the control of farmers. Alsot credit rationing 
means that a high expected rate of return on a proposed 
investment project is not sufficient to attract the required 
f in an c i a 1 re s o·u r c es t o imp 1 em en t the p r oj e c t • Non~ e c on om j_ c 
£actors such as social influence can play as significant a role 
in the allocation of credit as ~conomic rates. of return. Also, 
lending institut.ions favor larger established borrowers (i .. e. 
commercial farmers) which biases credit allocation against new 
and smaller borrowers. This retards the development of groups 
such as the operators of smaller commercial farms which 
includes the increasingly important group of "emergent" 
farmers. This bias towards larger established borrowers and, 
therefore, unequal access to credit and capital for smaller and 
more recently established investors results in a tendency for 
the distribution of in~ome to become more unequal over time. 

"(iii) .Cr.edit rationing also results in self. 
financing of investment projects. Not all investment projects 
with high rates of return will receive financial backing from 
the financial sector. Therefore, only those enterprises which 
can generate internal financing will be assured of obtaining 
the necessary funds. · Again, this results in ~ bias against 
smaller prod~cers who may have a worthwhile project but 
insufficient funds to implement it in the absence of access to 
credit. This also contributes to a more urtequal distribution 
of income .. "Also, ~ome project.s may have higher rates of .retu.rn 
than those being financed but go unimplemented dde to 
insufficient internal resources. Tliis results in inefficiency 
in the allocation of resources which implies a real loss to the 
economy. 

"(iv) .. Artificially low rates on borrowing make 
capital investm~nt relatively more attractive because the price 
of capital is ~ower relative to the price of labor. Therefore, 
even though capital is scarce and labor is relativelly 
abundant, credit tends to flow to capital intensive 
production. Thetefore, employment generation not only is 
retarded due to slower growth resulting from shortages of 
capital, but becau~e of the resulting factor price distortions, 
growth that does take place tends to be more capital 
int en s iv e • Th a t i s , because o,f art i f i ca 1.1 y 1 ow int e re s t . rat e s , 
the price of capital tends to be lower relative to the price of 
labor so that on the margin capital intensive production is 
encouraged. In agriculture this means that these farmers who 
do get loans, usually commercial farmers, face an incentive 
system that favors· he.avy capitalization of their production 
operation." 
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(c). General Bias Toward Urban Sector. Although not 
an exp 1 i c i t y s t;'t;<l~~µ;;-rtzy-;-~t'h"~·-c;R'z'·;-'-·;zt:T;;; since 
Independence reveal a clear bias towards ·the urban sector at 
the expense of the rural populance. The 1980 ·TLO report?]_/ 
analyzed this tendency and found four trends: 

" ( i ) • The c o n t in u i n g movement o f the r u r a 1 -· urban 
terms of trade against the rural population. From Independence 
to- 1973 prices of agricultural goods g~nerating incomes for the 
rural populati?n declined by nearly 54 percent relative to the 
prices they had to pay for the urban produced goods they wanted 
to purchaseo •• estimates of th~ changes since 1973 suggests 
th~t, with some fluctuations, the trend has continued, with a 
further deterioration of 23 percent - a total decline since 
1965 of 65 percent. 

"(ii).The rise tn average real wages in the 
formal sector of the economy, by 9 per cent a year to a peak in 
1973. Thereafter real.wages fell by nearly 20 percent, though 
remaining 40: percent above the level of 1965·1' There is little 
to suggest that labour productivity has increased in line ~ith 
these increases in real wages. The result is that Zambia 
compared with its neighbours and in spite of recent declines .is 
a high wage economy. 

"(iii) ·~The rapid expansion of industry has in 
most cases used large-scale capital-intensive techniques~ 
providing relatively little employment in relation to the 
capital investment required and depending heavily on imported 
inputs. The result is that from 1965 to 1979, only 28,000 jobs 
in manufacturing were created, yet huge sums have been invested 
and of ten are still required as sub~~dies to maintain 
production. Moreover, in some cases, the products being 
produced are primarily ones for the luxury end of tl1e market, 
while production for Basic Needs is held back through lack of 
foreign exchange. As a long term trend this reflects the share 
of high income consumers in total national consumption as much 
as government p~licy. (In 1964, over half of the wage bill 
went tb ·~mployees with average incomes at least 8 1/2 times 
those of low wage earners. By 1977, this proportion had fallen 
- but high incom~ consumers still received incomes which were 
on average at least. 4 1/2 times those of low income consumers 
and often much more\ In total, the incomes of high wage and 
salary earners still accounted for over a quarter df the total 
wage bill and again, probably _much more~" 

"(iv).Finally, government expenditure, both 
recurrent and capital, has remained heavily biased towards the 
urban centers. From the re~iew of past government plans, 

2S7~":B;;r;--Human Needs in An Economy Under Pressure," ILO 
(September 1980) pp.7-11. 
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including the TNDP) it is clear that intentions to achieve a 
be t t e r re g i on a 1 d i s t rib u t i o n o f exp end i tu re have. been v e r y · f a r 
from achieved. In many respects there has been a deterioration 
in the proportion of total expenditure going to the rural 
areas, not merely a stagnation. 

"Each of t.hese factors r:eflects not so much 
impersonal forces as the results of a series of political and 
admin1strative decisions, heavily influenced by economic 
structures and pressures but in the last resort, not determined 
by them. Ne~ertheless~ if the trends are long term, it tells 
something about the relative strength of the groups involved. 
The first of these factors is an indicati~n of the relative 
weaknesses of the rural population; the second of the strength 
of the urban labour force 1 both in mining and elsewhere in the 
modern sector. The other two factors are more complicated~ 
The high cost and capital intensity of modern industry, 
combined with its rapid growth following independence is 
clearly a sign of unbalanced development, creating few jobs and 
continuin~ d~pendence on imports, when the country's needs were 
for expandin~ employment and reducing imports. Yet more 
significantly, the larg-scale and capital-intensive pattern of 
Zambia's industrial development is an indication of the 
existence of a substantial investible surplus on which the 
country has been able to draw. Zambia, for all the 
difficulties following UDI was and, to a considerable extent, 
still r~mains a country of substantial resources, with an 
economic core in the miriing industry which generates a surplus 
in a form on which the State can readily draw. 

" 'fh e extent of this s u r p 1 us is now , through a 
comb~nation of both national and international factors, much 
smaller than it was ten rears ago. Moreover, through a number 
of unfortunate tendencie~, the greater part of this surplus has 
now been preemptive by a steady build up of regular claimants, 
so that even in a year of reasonable copper prices, little of 
the surplus remains for new development initiatives or for 
shifting price and resources towards the vast mass of the 
rural population. 

"Three groups account for the bulk of these 
preem~tive claims: 

"that part of industry which is inefficient 
or inappropriate and which therefore 
requires a~nual subsidies, open or hidden, 
or sustained protection, in order to remain 
in production; 

direct subsidies to cons~mers and 
agricultural producers, mostly urban 
consumers and farmers using fertilizers; 
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the 'social bureaucracy, - the growing 
numbers of government and parastatal 
employees receiving a regular wage or salary 
but contributing little if anything to the 
effectiveness of essential-governments 
services ••• 

"Such·therefore are the long run tendencies and 
magnitµdes by which ~urplus is being pre-empted by the urban, 
industrial and largely higher income sections of the Zambian 
economy, thereby leaving the rural and low income sections to 
exist and subsist on what remains." 

9. Net Effect of the Present Constraints 
"'-~_ ... _............,..._ ..... ~-·~----T-~~~----,,,_-...""""""'~J ............... ..._ ..... __ ~.....,_.,,...,.._..._V __ ...,.,..,. .. 

The net effects of the GRZ policies on the agricultural 
sector have been to suppress total production and incomes, 
exacerbate the tendencies toward the development of a 
monoculture economy of maize, increase the diffe.rential between 
incomes in the low cost production areas and the more distant 
high cost products areas, stimulate ~ m6re capital import 
dependent commercial farm sector than is warranted on economic 
grounds, and above all, maintain the level of the urban 
populace's life style at the expanse of the agricultural 
populace. It would appeAr that the results are not consistent 
With the intentions of the GRZ's Humanist philosophy. 

The relatively dualistic economy inherited at Independence 
has been perpetuated and exacerbated by the GRZrs present 
policies. The dualism in the agricultural sector between 
commercial and traditional farmers also remains. 

\ 

Although the constraints to improving the sector's 
performance appear to be large, in fact, they are not. 
Considerable opportunities for improvement exist. What is 
fortunate about- the nature of many of the constraints facing 
the sector are that they were superimposed by the GRZ. By the 
same token, tl,le GRZ can, with a ·concerted effort, alleviate 
many of these coristraints and form a policy environment 
conducive to improving the sector's performance to be more in 
line with its poted~ial. 

Restructuring the specifi~ policies of the agricultu~al 
sector will increase producti~n and inc~me. If a number of 
adju~tments are made in the GRZ's macro-economic policies, in 
particular, exchange rate and interest rate µolicies, 
agricultural production and' incomes would increase further. 

By no means is it suggested that all the reforms will be 
politically easily in the short run. But, continuing its 
present policies is probably politically unsustainable in the 
long run. The choice, of course, remains with the GRZ's 
decision makers. 
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The major agricultural sector policy adjustments which 
would rapidly stimulate production and increase incomes are 
those dealing with pricing and marketing. The overall goal the 
GRZ should seek is to promote an efficient alioca~ion of 
resources. To that end, the GRZ can work to have producer and 
consumer prices for basic commodities and crops, particularly 
maize, which reflect the economic costs of production, 
marketing, and processing. The implementation of policy 
adjustments to attain that ~oal can take various forms. The 
final form qf the changes can include combinations or 
variations of the mea~ures presented below. The measures 
listed are not all or nothing propositions. Different 
variations of the measures will yield different results whose 
impacts should be analyzed carefully. 

By allowing regional producer price variations based on 
transportation and handling costs the GRZ will present farmers 
with a more accurate picture of what the value of their , 
production is to the country. It will also redu~e transport 
and handling subsidies to parastatals and their agents (i~e., 
cooperatives). 

With this altered in~entive structure) fhrmers will produce 
those crops in which they have a comparative advantage for 
produ~ing. For example, in a rural area off the major 
transport arteries, this policy will result .in a lower p'roducer 
price of maize, because of the high transport and handling 
costs, thus reducing the profitability of maize productiono 
Farmers might then decide to produca another crop for marketing 
which would be lower in bulk and higher in value, such as seed 
cotton, and which would be more suitable to the ecology ~f the 
land. One study, which t'ook into ·account transportation costs, 
found that in some areas cassava ~reduction would be more 
profitable than maize production.~/ Thus, it can be 
expected that a_.proportion of farmers would switch from maize 
production into other f oodcrop production. 

The preferred methodology of implementing this policy 
adjustment would be to let the producer prices for most crops 
such as sorghum, mi~lets, beans, cassava, etcQ be determined in 
the market place. tn essence 1 this would give the unofficial 
markets, hence the private sactor, a greater roleo Because of 
the sensitivities regarding maize, the GRZ would probably 
retain control of the pricing of this crop, but would take into 
account the costs of transport a~d handling._ The focusing of 
the GRZ's limited manpower the managing of information in order 
to set prices for only one ~rap would ease its administrative 
burdens considerablyo 
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By more accurately accountin~ for the relative price 
changes, the GRZ would help assure that the production of one 
crop is not undertaken at the expense of other~ because 
uneconomic policies. 

The preferred method of implementing this policy measure 
would be to set a wholesale price of maize (before adjusting 
for internal transport and handling costs) at levels consistent 
with long t_e.rm trends in world markets (e .. g .. world border 
p r i c e . equiv a 1 e rrt s ) • T h.i s would do s ever a 1 thing s .. Fir s t , i t 

would protect Zambian farmers from sharp fluctuations in the 
international·marketso Furthermore, the farm gate price 
offered to the farmer by traders and cooperatives would then 
reflect the transport. handling and distribution costs. 
Second, it would provide a proxy of the value of maize to the 
country, be~ause if there was a domestic shortfall the price at 
which maize was imported would probably not be that 
significantly different from the domestic producer price. 
!hird, if the GRZ had reduced its p~ice setting 
responsibilities on most crops (as recommended in ~.l.), it 
would be well within its capabilities to manage this system. 
Finally, the market place would determine the relative crop 
price relationships, thus relieving the GRZ of another major 
headache. 

By reducing subsidies on agricultural inputs, the GRZ will 
present the 1armers with a more accurate picture of cost of 
using that input to the society as A whole. It might reduce, 
for example, fertilizer consumption somewhat, bui the resulting 
allocation of resources would be more efficient for the 
country. The impact of r~ducing fertilizer subsidies on
fertilizer sales, hence production, is not believed to be 
significant according to one study .. ~~./ This further suggests 
that changing the policy will not have any immediate large 
negative impacts. Reduced subsidy outlays by the GRZ also 
means more resources are made available for potentially 
productive propo~es. 

By reducing the incentives to consume those a~ricultural 
products that are heavily subs-ldized, tl,1e· demand for 
substitutes will increase. 

The effect of the GRZ decision to reduce subsidy payments 
and let the cost be borne b~ {he consumers who elect to· 
purchase those sub~idized commodities is to alter the 
consumer's preference. Consumers' economic behaviour his shown 
thqt they respond to price increases by reductng purchases· of 
that particular item and seeking increasing purchases of 
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substitutes. Although this means an alteration in the 
consumption patterns for those Zambians livin~ in areas where 
subsidies are important, this is not an unfamiliar evento 
Rural and urban Zambians regularly experience shortages 
ofcommodities such as cooking oil, sugar, salt, soap, food 
crops, etc. at official priceso These commodities, however, 
are sometimes obtainable at higher prices on the parallel 
market. Furthermore, in many areas alternatives to maize, 
wheat and rice, such as sorghum and millets already are a major 
element in t.heir diet.'2:..§.J 

This ~ltering of consumers preference (based on price) 
would be occuring at the sam~ time that producers would be 
responding to alterred input costs (i.e., higher fertilizer 
prices) and product pricing (ioe., relatively lower maize 
prices and relatively higher prices for other crops) to varying 
degrees thioughout the countryo In the face of such changes, 
the country's marketing system would have to adapt~ 

s. Alter the Role of Parastatals and Increase the Role of 
._ ____ . ..._ __ .. ~_ ..... __, .. ____ .. ___ ... ~ .. ---..... -,,,.,...,_.. ... ~..._---....,..,_, __ ..._.,. .. ~·,~~ .... _,,,..,~~~~- ... -.........,_ .. ..,...~--...---_........-._,..,..._,.~-"""""'~ ........ "---"---~'~---

R.E.~~~ t e _!E. a d ~E.~L__l~w~l~~?~~l__f9..9J~.~~-~:.LY..~n~ 

Zambia'~ present marketing system would constrain the 
parastatals and their agents (cooperatives) from responding to 
the above changes. Current regulations are such that they may 
only pay official prices for certain crops whether or not the 
price is realistic. In order to enable the present rural 
marketing system of cooperatives to adapt to the changing 
stituation, the GRZ will have to allow official marketing 
agencies (NAMBOARD and the cooperatives) to pay market prices 
for crops such as sorghum, millets, beans and cassava& The 
effect of this decision would be t~-immediately increase the 
size of t~e marketing system which could respond to ·the 
expected increased suppl~ and demand ~or alternative food 
crops. This decision by the GRZ would further help 
"legitimlze" the activities of the unofficial markets (see 
D.l.). The cooperatives and the remaining few NAMBOARD depots 
would be respon~ible for making the decisions regarding how 
much to pay producers for a particular crop in their respective 
regionso The marketing units working in a particular area can 
respond more quirikly and accurately to market conditions than 
can the centralize~ pricing system currently in place~ This, 
of cours~, is something Zambia's private traders and producers 
already do each ·era~ season. By allowing official marketing 
agencies to freely interact i~ the marketplace the competition 
(demand) to purchase these com~odities ~ill increase. It is 
expected that the official marketing organizations will enter 
the market because in most regions, particularly in the 
northern and western parts of the country, the market 
determined producer prices are already above the ciff icial 
prices for sorghum, millets, beans, rice and cassava.· 



- 63 -

The GRZ would phase out subsidies to the cooperatives to 
cover the costs of these operations. Thus, the cooperative 
organizations will have to continue to assure that these added 
operations cover their costs and provide a return 
to the coo~erative shareholders--the local farmers~ This 
provides the nec~ssary incentive to cooperative managers to 
maintain and improve the efficiency of their operations. 

~y allowing the prices of essential c6mmodities such as 
soap, oil, ~alt, etc. to reflect the cost of transport and 
handling, trader~ (including cooperatives) will once again have 
an incentive to deliver the goods to rural areas and~ just as 
important, the farmers will have something to spend their 
cash on. 

I 

7 • l~£.~£E.._£.~2!.~~~~~~-

Measurable impacts are expected as a result of tbe aboye 
measures. First, production and income in the rural areas will 
increase. Second, GRZ per unit budgetary subsidy outlays for 
commodities (agricultural inputs and food crops) would decline 
as the GRZ reduces such payments to organizationso Third, 
these changes would increase the production (supply) and sales 
~demand) of other crops, particularly sorghum, millets, beans 
and other crops which are presently significant alternatives to 
maize. 

A fourth effect would be increased regional food 
self-sufficiency as would be evideneed by reduced interregional 
food transfers. The production of alternative crops would 
increase most ~here the maize price increases would be the 
largest--the northern and'. western parts of the country. These 
regions, which have been deficit maize producers, would become 
less dependent on maize imported into the region from surplus 
production regions. A fifth result would be the expected 
decline of the maize monoculture since maize w6uld no longer be 
receivirig the relatively high production and consumption 
incen~ives. This probably would also have positive dietary 
implications. 

I 

\ 

Sixth, the GRZ managerial and technical resources would 
have reduced responsibilities which would be more in line with 
their work load capabilities., /Seventh, ·and lastly, the country 
probably.would, once again, beco~e self reliant in food 
cons u_m p t i on • 

It is important to mention again that the extent to ·which 
these changes would actually occur would be determined to a 
sign~ficant degree by the other needed changes in the GRZ's 
macro-policies (e.g., interest rates, exchange rate, etc.) If 
these changes are m~de, one could expect, for example, an 
increase of agricultural exports. 
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In summary, the net effect of these pricing and· marketing 
policy adjustments would be to r~duce the attractiveness of 
maize consumption and production and allow the system 
(production and marketing) to respond to these changed 
incentives. 

The fo~using of this section on pricing and marketing 
policies is not meant to suggest that the other areas 
identified as constraints to improved performance are not 
important. It is just that the expected iricrease in production 
and income will-be affected more by pricing and marketing 
policy changes in the short run than from changes in the other 
constraints. In the long run all of these factors are 
important to the improvement and maintenance the sector's 
performance. 

\ 

\ 
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Table 1. ZAMBIA - Real Gross Domestic Product (GDP) by Sector 
.and Average Annual Rates .of Growth, 1965-81 

(in constant prices) 

In Millions· of 1970 Kwacha: 
Sector 1965!.r--' 1970 1975P..T 197.9P} - -1930£/ 

Agricult., Forestry, Fishing 
(Commercial Sector) 
(Subsistence Sector) 

Mining and Quarrying 
Manufacturing 
Construction 
Transport, Commun. & Storage 
Electricity, Gas & Water 
Services 

(Cormnunity, Social 
& Personal)!:./ 

(Other Services)l/ 
Other.~/ 

TOTAL GDP 

Adjustment for Changes in 
Terms of Trade 

Gross Domestic Income 

151 .1 
(28., 7) 

(122. 4) 
452 .. 2 

75.0 
64~0 

50.7 
8.8 

279.,l 

(99o3) 
(179s8) 

22.1 
TfoJ~o 

+187.2 --1290.,2 

136.1 
(41.5) 
(9406) 
[i.60 .. 3 
129.2 

90.3 
48~8 

15.5 
372.,9 

(151. 7) 
(22L2) 

15 J~ 
126.8.Q 9 

h57.o 
(56.3) 

(100 v 7) 
427.9 
157.6 
138.5 
59.6 
!+8 0 9 

439. Lt. 

(180.6) 
(258.8)°' 
·13~3 

1438 :-1 

151. 2 
(45.0) 

(1061 .. 2) 
391~0 
151.9 

69.3 
62.2 
62.6 

435 .. 7 

(192 .. 3) 
(21f3.4) 

.. 7. 0 
----
132 9. 2 

..:.t~S4 ~ 4 
874.8 

Average annual rates of.cha~e (%): 

Agricult., Forestry, Fishing 
(Commercial Sector) 
(Subsistence ·sector) 

Mining and Quarrying 
Manufacturing 
Construction 
Transport, Commun, & Storage 
Electricity, Gas & Water 
Services 

(Community, Social & 
Personal)'}) 

(Oth?r Services)l/ 
Other_:. 

TOTAL GDP 

Gross Domestic Income 

P - Provisional 

1965-7 0 
---~ 

-2. l 
(7 0 7) 

(~~SeO) 

0 "'~· 
11.5 

7" 1 
-0.8 
12£0 

600 

(8~8) 
(4.2) 
-·LO 

2.8 

-3.0 

1/ Former System of National Accounts 

1970-7 5 ----
2.9 

(6.3) 
(1. 3) 
-1.4 

fi ... 1 
8.9 
4.1 

25.8 
3.3 

-3.7 

197 5·-79 
-0.9 

(-5,;l~) 

(1. 3) 
-2. 2 
-0.9 

-15.9 
1.1 
6.4 

-0.2 

q. v6) 
(-i..5) 
-lfl·o 8 ---

-1..9 

-4.5 

1979~·80 

3.4 
(8.9) 
(1.1) 
1.9 
L6 

14.l 
3.9 
7.3 
LS 

(3.5) 
(--0 0 2) 

4.3 
3-0 

7.2 

156.4 
(49.0) 

(107.4) 
398.6 
154.4 

79.1 
64.6 
67.2 

q.l~2 .. 1 

(199ui) 
(243.0) 
.. 7~3 

l369 .7 

--432. 0 
-937 .7 

1980-81 
-g:g-

( 28. 6) 
(~.2) 

-1L8 
-0.8 
-3 .. 0 
-4.0 

7,, 7 
2 .f.i. 

(1.0) 
(366) 

.:..35. 6 ---
-1..8 

·-12,,0 

1981.E./ 

171. 7 
(63.0) 

(108. 7) 
351.5 
153.l 

76.7 
62.0 
72. 4 

li.S 2. 8 

(201.l) 
(251. 7) 

4.7 
134Ll-:9° 

-519 .. 8 
825 .. l 

I! Includes public administration,. defense, sanitary services. educational, health, 
- recreational and personal servies. 
3/ Includes finance, re.al estate, commerce and trade 
4/ Import duties less imputed ba.nd charges o 

Sources.: World Bank, Zambia Countr'{ Economic M.~mo_~jum, 2/27/81, ppo 55-6; 
RepA of Zambia, Econo_E1ic Report 1981, Jan. 1982, p~ 17; and Central 
Statistical Office, Monthly Digest of Statistics, lAfskaka, July/Dec., 1981 

REDSO/ESA} A.I.D~; C.S. Callison, 10/13/82 



Tabie 2~ ZA..'\IBIA - Estimated Urban and Rural Labor Force and.Per Capita GDP and GDY, 1965-81 

1963 1965 196.9 1970 1981 
1. Total Census Population (l000 1 s) •' 3490--::-2 4057.0 
'} Urban 715.0 1192.1 "-• 

3. Rural 2774~5 2864. 9 3239.4 
4. -- % Urban 20.5 29.4 

.. 
43.0 

·. 

2.540 3.106 
·s.893 6.730 

7. Rural t 0.536 1.123 

Esr.:in1ated Inter-Census Population (lOOO!s): 
8. Urban 847.8 12 72. 3 1762.l 2286.5 2604.6 

9. Rural 2804.3 2897.l 3203.5 3275.8 
10. Total 3652.l 4169.4 5489.9 5880:4 

11. Total Labor Force (lOOO's) 1063.0 1264.0 1503.0 1698.3 1761.4 1824.2 
12. Labor Force Participation Rate (%) ' 

29.1 I 30.3 31.l 30.9 31.0 --n.o 
13. Estimated Urban Labo~ Force (lOOO's) I 2l:-6. i \ 385.5 548.0 706.S 756 .5 807.4 
14. Estimated Rural Labor Force (lOOO's) 816.1 877. 8 952.7 989.9 1004.2 1015.5 

15. Total "Formal Sector" Employment (lOOO's) 216.1 372. 0--, 389.0 391.8 

16. 11 Formal 0 Agriculture, Fores try & Fishing 32.7 34."°6 32.6 ~2 
17. Est. Urban ''Forma 1 11 Sector Employment 228.4 308.4 357 .4 337.4 356.4 357.6 

18. Total "Informal Sector" Employment 
& Unemployment (lOOO's) - 921.0 1109. 5 1326.3 1372.4 1432.4 

19. Urban Informal Sector. -77.l 190.6 369.l 400.1 449.8 
20. Rural Informal Sector 783.4 343.2 916.6 955.3 971.6 981.3 

21. Gross Domestic Product (GDP) (1970 Kw M) 1103 .o 1268.9 1438. 1 1329.2 1369.i 1344. 9 

22. Gross Domestic Income (GDY) (1970 Kw M) 1290.2 1268.9 1050.9 874 .. 8 937.7 825.1 
23. CDP per (1970 Kw) 302.0 304.3 '298. 0 242.l 241.2 228.7 
2Lf. GDY per capita (1970 Kw) 353.3 304.3 217.8 159.3 165.1 140.3 



Notes to Table 2. 

Line 

1 - 4 ' 

5 - 6 

8 

9 

10 

11 

12. 

13. 

14. 

15 -- 16 

17. 

18. 

19. 

20. 

21 - 22 

23. 

2L~. 

$ource and/or Derivation 

CSO, 1980 Census of Population and Housing_t. 
Preliminary R~ort_, Rep of Zambia, Jan. 1981 p. 8 

Calculated from Lines 1-31 

Calculated for Lines 2 and 6 

Calculated from Lines 3 and 7 

Line 8-+ Line 9 

World Bank, Zambia Country Economic Memorandun!, 
Report No. 3007-ZA, 2/27/81, p.6, and NDCP, 
~CC!.£1_£mic ReE_or.!:_~98l_, Rep. of Zambia, Jan. 1982, 
p. 55. 1965, 1970 and 1975 figures are 
interpolations of 1969 and 1976 estimates 
reported in World ~auk report. 

Line 11 divided by Line lO(x 100) 

Line 8 x Line 12/100 

Line 9 x Line 12/100 

Wor.ldBank, .?..E.! ci_!., p. 75; NDCP, op._cit., p. 
56, and CSO, Mon~hly Dii~st of Statistics, 
various issues. 

Line 15 - Line 16. 

Line 11 --· Line 15. 

Line 13 - Line 17 

Line 14 -· Line 16. 

World Bank, _?_P~_£i t • ~ PP• 55-9; NDCP, OE· cit., 
P• 19j and cso, OE· ciL 

·Line 21 divided by Line 1 or 10. 

Line 22 divided by Line 1 or 10. 

REDSO/ESA, A.I.D.: CSCallison) 11/4/82 



Table 3. ZAMBIA - Gross Domestic Product (GDP) by Sector, 
and Percentage Contribution of Each Sector, 1965-81 

(in current prices) 

Sector 

Agricult., Forestry, Fishing 
· ( Connnercia.l Sector) . 
(Subsistence Sector) 

Mining and Quarrying 
Manufacturing 
Construction 
Transport, Commun. & Storage 
Electricity, Gas & Water 
Services 

(Community, Social 
& Personal).~./ 

(Other Services)l/ 
Otherf.l:/ 

TOTAL GDP 

97.4 
(18.3) 
(79.1) 
291.8 
48.0 
40. 9 
32.8 
5.4 

180. 3 

(64.0) 
(J.16.3) 
· v~ ~ s 

711.1 

136.1 
(41.5) 
(9406) 
lj.60. 3 
19 2. 2 
90.3 
48.8 
15.5 

37 2. 9 

(151. 7) 
(221.2) 

15J+ 
1268. 5 

/206. 4 
(62.9) 

( 14 3. 5) 
215.2 
250. 3 
151. 2 

88.S 
43.0 

585 .. 8 

(268.5) 
(317.3)'
.. 43~ 0 
1583.4 

Percenta~e of Total: 

AgriculL, Forestry & Fishing 
(Corrnnercial Sector) 
(Subsistence Sector) 

Mining and Quarrying 
Hanufac turing 
Construction 
Transport, Commun. & Storage 
Electricity, Gas and Water 
Services 

(Comm.unity, Social & 
Personal)?::./ 

(. . ) 3/ Other Se.rv1.ces. ·~· 

0 t. ~-/ tu er_. 

P ~ Provisional 

13. 7 
( 2., 6) 

(lL 1) 
4.i.o 

6.8 
5.8 
406 
0.8 

25G4 

(9.0) 
(16.!+) 

2.0 
ioo:-6 

1/ Former System of National Accounts 

10.7 
(3.3) 
(7. 5) 
36.3 
15.2 

7.1 
3.8 
L2 

29.4 

(12.0) 
(17.ti-) 

L2 
Ioo-~ 

13.0 
(4.0) 
(9.1) 
13.6 
15.8 

9.5 
5 .. 6 
2.7 

37.0 

(17~0) 
(20e0) 

. 2. 7 ---
100.0 

37 5 .o 
(105.0) 
(270,.0) 
469,~ 7 
433.3 

95.0 
16 2.. 8 

51.8 
978 .. 8 

(420.2) 
(558.6) 
·. 3L2 
259 7 .-6 

14.4 
(!+. 0) 

(10.4) 
18.1 
16.7 

3.7 
6.3 
2.0 

37.7 

(16.2) 
( 21. 5) 
·L2 
--~ 

100.0 

1980.P./ 

435.0 
(138.8) 
(295.0) 
483.7 
502.1 
126.0 
193.0 
54.4 

.-1136.9 

(l~99.4) 

(637.S) 
·s4.5 

2986.3 

14. 6 
(!+. 6) 
( 9. 9) 
16 .. 2 
16.8 

Li-• 2 
6.5 
1.8 

38.1 

(16.7) 
(2L3) 

L8 
loo-:o 

1981.l~/ 

53L1 .• 0 
(206.0) 
( 108 0 7) 
226.3 
542.1 
130.0 
196 .o 

58.6 
1250.9 

(572.9) 
(678.0) 

5LO ----·--2989 .9 

17.9 
(6.9) 

(11.0) 
7.6 

18 .. 1. 
4.3 
6.6 
2.0 

41.8 

(19~2) 
(22. 7) 

L7 
---~ 

100,,0 

ii Includes public administration, defense~ sanitary services) education, health., 
recreational and personal services 

3/ Includes finance, real estate, corrunerce and trade 
~/ Import duties less inputed bank charges .. 

Sources: World Bank, Zambia Country Economic Memorandum, 2/27/81, pp~ 55-6; Rep of 
Zambia, Economic Report 1981 ~ Jan. 1982, p. 17; and Central Statistical 
Offi.c.e, }i~n.thly -Digest:---;f Stat:isEic~, ·Lusaka, July/Dec. 1981. · 

REDSO/ESA, A.I$D.: CSCallison, ~0/13/82 



Table 4 • ZAMBIA E~penditure on Gross Domestic Product, 1965-31 
(millions of current kwacha) 

Expenditure 
at Current Prices: 

Government Consumption 
Private Consumption 
Gross Domestic Investment 

(Change in Stocks) 
(Fixed Capital Formation) 

Exports of Goods and Services 
Less: Imports of Go & S. 

TOTAL GDP 

Percentage Shares: 
·~ver;me-;t Conw~pt ion 
Private Consumption 
Gross Domestic Investment 

(Change in Stocks) 
(Fixed Capital Formation) 

Exports of Goods and Services 
Less: Imports of G. & S. 

TOTAL GDP 

Trade Balance: ---------
Exports minus Imports (MKw) 
-- % of GDP 

83.2 
344.2 
17 3.1 
(35. 5) 

(137.6) 
373.3 

-262.7 
711.1 

11. 7 
~-8.4 
24.3 
(5.oL. 

(19.4) 
52.5 

-36. 9 
100:0 

+110.6 
+15 .6 

p Provisional and lik,..•ly to be revised 
1/ Former System of Nationa: Accounts 
2/ Recurrent budget surpluses 
ll 1965-6·fiscal year 

1970 

198.5 
494.3 
360.8 

(-11.5) 
(372.3) 
6is5.4 

-470.5 
1268.5 

15.6 
39.0 
28.4 

(-0.9) 
(29.3) 
54.0 

-37~1 

100.0 

+214.9 
+16.9 

197 5p_/ 

435.7 
814.5 
61+2. 0 
(40.0) 

( 60 2. 0) 
575.0 

-883.8 
1583.4 

-27. 5 
51 .4 
40.5 

. ( 2. 5) 
(J~LO) 

3~.3 
-55.8 
100.0 

-308.8 
-19.5 

197 gr_/ 

680.8 
1308.8 

376.0 
(-74.0) 
(450.0) 
1209.3 
-977.. 3 
2597.6 

26.2 
50. l+ 

14.5 
(-2.8) 
(17.3) 
411.6 

-3'6. 6 
100:0 

+232.0 
+8.9 

198or./ 

81+4.0 
1608.9 

701.0 
(55.0) 

(646.0) 
112 9. 2 
~1296.8 

2986.3 

?..8.3 
53.9 
23.5 
(1.8) 

(21.6) 
37.8 

-43.4 
100.0 

-167.6 
...:.5 .6 

Sources: CSO, ~?._nthly Digest of Statist~_::_~' Rep. of Zambia, July/Dec. 1981, pp. 50-51; 
World Bank, Zambia Country Economic Memorandum, Feb. 27, 1981, pp. 57-60; 
and NCDP, !i<;:on.~nn~c Rep_?rt J}Sl, Rep:-of Zambia, Jan. 1982, p. 39. 

REDSO/ESA, AID~ CSC~llison, 1/3/82 
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1981.£/ 

833.0 
1717 .1 

695.0 
( -.,JQ .o) 
(725.0) 
1.063.5 

-13HL7 
2989:9° 

27.9 
·57 .4 
'23. 2 
(-1. 0) 
(24.2) 
35.6 

-·44.1 
100.0 

-·255. 2 
-8.S 



Table 5. ZAMBIA - Gross 'National Savings, 1965-81 
(millions of cui.-.rent kwacha) 

Gross National· Savings (MKw) 
Consumption of Fixed Capital 
Net National Savings 
Central Govt .3./ 
Rest of Economy 

Gross Domestic Product 

Percentage of GDP: 
Gross N~d.onal Savin~ 

Consumption of Fixed Capital 
Net National Savin~s 
Central Governmene:.1 
Rest of Economy 

l965.!.f 

234.7 

95.~/ 
171.ol/ 

711. l 

33.0 

13.41/ 
24. o'.?..I 

P PI·ovis ional and likely to be. revised 
1/ Former System of National Accounts 
I/ Recurrent budget surpluses 
Y>_I 1965-6 fiscal year 

1970 

176.3 
261.5 

34.5 

13.9 
20.6 

1975P 

179 .8 
243.0 
-63.2 

-161.3 
341. l 

1583.4 

11.4 
15.3 

. -4.0 
.:...10 .2 

21.5 

1979P 

453.7 
380.0 

7 3. 7 
-198.3 

652.0 

2597.6 
~--

17.5 
14.6 

2.8 
-7.6 
25.1 

1980P 

212.2 
435-:0 

-·202.8 
-314.3 

546.5 

2968. 3 ----

7.8 
]Ji.. 6 
-6.8 

-10.5 
18.3 

1981P 

180.6 
478:6" 

-297. l~ 
-73.8 
254 .• 4 

29.89. 9 -·--·--

6.0 
16.0 
-9.9 
-2.5 
'8.5 

§ourceE._: CSO, Month!Y Digest of Stat_~stic~, Rep. of Zambia, July/Dec., 1981, pp. 50-51; World Bankj 

_Zamb_ia Country Economic Memorandum, Feb. 27, 1981, pp. 57-60; and NCDP, Economic Re.port 198_t, Rep_._ 

of Zambia, Jan. 1982, p. 39 

REDSO/ESA, A.I.D.: CSCa1lisc~, 11/3/82 



Table 6. ZAMBIA - Employment By Sectot', 1965-31 

Sector 

(Formal) Agriculture, 
. Forestry and Fishing 
Mining an.d Quarrying 
.. Manufacturing 
Construction 
Transport.and .communications 
Electricity and Water 
Services!./ :: 
Total Formal Sector 

Informal Sector & Unemployed 
(Urban)l/ 
(Rural).~/ 

Total Labor Force 

(Formal) Agriculture, 
Fores try and Fishing 

Mining and Quarrying 
Manufacturing 
Construction 
Transport and Communications 
Electricity and Water 
Services.!/ 
Total Formal Sector 

Informal Sector & Unemployed 
(Urban)l/ 
(Rura.l).Y 

'fotal Labor For<.:e 

1970 1975 1979 1980 
-!..000 1 s...,:of Workers "f~;p'foyed: __ _ 

32.7 
52.4 
27.8 
45.3 
14.6 

2. 7!) 
85.5 

261.1 

34.6 
57.6 
38.2 
68.7 
22.3 
3.2 

118.3 
343:0 

801.9 921.0 
(18.3) (77.1) 

(783.4) (843.2) 
1063.0- 1264.0 

3.1 
4.9 
2.6 
4 3 
l.l+ 
0.3'!:./ 
8.0 

24.6 

2.7 
4.6 
3.0 
5.4 
1.8 
0.3 
9.4 

27.1 

36.l 
64.8 
l.4. 3 
71.8 
22.1 

5.1 
149.4 
- 39 3. 5 

1109 .5 
(190.6') 
(916.6) 
1503.0 

2.4 
4.3 
2.9 
4.8 
1.5 
0.3 
9.9 

26:2 

7 5 .1+ 
(1. 7) 

(73.7) 
100.0-

72.9 73.8 
-(6. l) (12. 7) 
(66. 7) (61.0) 
ioo:cl -100. o 

j4.i6 
52.2 
50.7 
40.1 
21.9 
7.8 

157.6 
37 2 ~O 

32.6 
63. 3 
46.8 
43. 2 
24.2 

7.·9 
171.0 
3s9-:o· 

1:126.3 1372.4 
(369.1) (400.1) 
(955.3) (971.6) 
16 9 8 • 3 l 7 6 L 4-

2.0 
3.1 
3.0 
?.4 
1.3 
o.s 
9.3 

2:::9 

78.l 
( 21. 7) 
(56.3) 
100.0 

1.9 
3.6 
2.7 
2.5 
L4 
0.4 
9.7 

22. l 

Tl. 9 
<22. n 
(55.2) 
-100.0 

1981 

34.2 
6L7 
48.7 
45.2 
22. 3 
8.0 

171. 7 
391:8 

1432.4 
(l,t!-9.8) 

"(981.3) 
-l82l}. 2-

1. 9" 
3.4 
2.7 
2.5 
1.2 
0.4 
9.4 

21::-s 
78.5 

(24.7) 
(53.8) 
100.0 

1_/ Excluding domestic services, estimated to be 35,000 in 1965 or 3.3% of the total 

labor force 

2/ Includes sanitary services 
I/ As estimated on Table 2. Urban and Rural Components of Informal Sector 

and Unemployment do not add exactly to sector total due to rounding errors 
in estimation process. 

I 

Sou_~: World Bank, Zambia Country Economi~ Hemorandm~, 2/27/81, p. 75; 
NCDP, Economic Report 1981, Rep. of Zamb.ia, Jan. 1982, pp • .53 .. •8; and 

CSO, ~ont~~es~~Statis~~.:?._, Rep. of Zambial various issues. 

REDSO/ESAi A. LD.; CSCallison, 11/ 3/82 



Table 7. ZAMBIA - Employment of New Job Seekers 
By See:tor, 1965-81 

Sector 1965-70 1970-5 1975-80 1980-1 
--1000 1 s of Additional W~ EmploYed:-

(Formal) Agriculture, 
Forestry and Fishing 1.9 1.5 -3.5 1.6 

Mining and Quarrying 5.2 7.2 -1.5 -1.6 
Manufacturing 10.4 6.1 2.5 )..9 
Construction 2 3.4 3.1 -28~6 2.0 
Transport and Conununications 7.7 -0.2 2.1 -1.9 
Electricity and Water 0.5 1.9 2.8 0.1 
Services.lf 32.8 31.1 21.6 0.7 
7otal Formal Sect.or 81.9 50.5 -4.5 2.8 

Informal Sector & Unemployed 119.1 188.5 \ 262.9 60.0 
(Urban)_?./ (58.8) (113.5) (209.5) (49. 7) 
(Rural)'!:.! (59.8) (73. 4) (55~0) (9.7) 

Total Labor Force Increment 201.0 239.0 258:4 _§2.8 

Percentage of Increme1~ t to ~'...abor ·Force Employed_:_ 

(Formal) Agriculture, 
Forestry and Fishing 0.9 0.6 -1.1~ L.5 

Mining and Quarrying 2.6 3.0 -0.6 ··2. 5 
Manufacturing 5.2 2.6 1.0 3.0 
Construction 11.6 1.3 - -ll. l 3.2 
Transport and Communications 3.8 -0.1 0.8 -3.0 
Electricity and Water 0.2 0.8 1.1 0.2 

. Servic.es.Y · 16.3 13.0 ·s.4 1.1 
Total Formal Sector 40. i 21.1 -1..7 4:"5 

Informal Sector & Unemployed 59.3 78.9 101. 7 95•5 
(Urban)_y ( 29. 3) (l~7.5) (81.1) (79.1). 
(Rural)'!:/ (29.8) ( 30. 7 ~ ( 21. 3) (15.4) 

Total Labor Force Increment foo.o·· 100.0 ToCT"" 100.0 

1/ Excluding domestic services 
II Urban and rural components of informal sector and unemployed do not add 

exactly to sector total due to rounding errors of estimation. 

Source: Calculated from Table 6. 

REDSO/EAS, A.I.D.: CSCallison, 11/3/82 
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Table 8. ZAMBIA - Productivity (value-added) per Worker, 
By Sector, 1965-81 

Cin constant prices) 

In· 1970 Kwacha · Eer worker: 

Sector 1965 1970 1975 1979 1980 1981 

· Agricu 1 t. , Fores try, Fishing 186 156 166 153 157 169 

(Commercial))) (878) (1199) (1560) (1301) (1503) ( 1842) 

(Subs is t.ence )'!:./ (156) (112) (110) (lll) (111) _(111) 

Mining and Quarrying 8630 7991 6603 7490 6303 519.5 
Manufacturing 2698 3382 3558. 2996 3291 3142 

Constr~ction 1413 131.L. 1953 1728 1829 1704 

Transport, Commun. & Storaj;!,c. 3473 2188 2697 28!~0 2686 2780 
Electricity, Gas & Water 3259 4843 \ 9588 8026 8506 9050 

Services 3264 3152 2941 2765 2585 26~'7 

TOTAL GDP /Worker'?./ 1038 10otl' g54 783 -778 -737 

INDEX (GDP/Worker) 100 96~7 91.9 75.4 75.0 71.0 

Av~ra~e Annu~l Perc~utage Chanae: 

1965-70 1970-75 1975·~79 1979-80 1980-81 ---- --- ----
Agricult., Forestry, Fishing ~3.5 1.3 -2.0 2.6 7.6 

(Commerdal)l./ (6.4) {5.4) (-4.4) (15.5) (22.6) 

(Subsistence )_y (-6.4) (-0.4) (0.2) (0.0) (O.O) 
Mining and Quarrying -LS -3. 7 3.2 -15~8 -9.5 
Manufacturing l~. 6 1.0 -(J ... 2 9.8 -4.5 
Construction -1.l~ 8.2 -3.0 .5 .8 -6.8 
Transport, Commun, & Storage F•s. 8 4..,3 1.3 -~s .4 3.5 

Electricity, Gas & Water 8 .. 2 14.6 -t.;..3 6.0 6. t. 

Services -o. 7 -l.4 -1.5 -6.S 2.0 

TOTAL GDP/worked./ --:::o-;y -LO - -4.8 --=o.6 ~-~5.3 

l/ Value-added of cormnercial agr.i.culture divided by, "formal. 11 agricultural employment 

.IJ Value-a <lded of subsistence agriculture divided by' es ti;:na ted rui:al labor forc.e 

less those employed in the 11 formal 11 agricultural sector. 

2_/ CDP divided by the total labor force, which includes "informal 11 urban workers 

not otherwise accounted for above (and which comprised some 25% of the total 

labor force in 1981). 

Source: Calculated from tables 1 and 6. 

REDSO/ESA, A. L D.; CS Call is9n, 11/3/ 82 



Table 9. Zambia Summary Balance of Payments (million U.S.$) 

Merchandise Trade Balance, fob 
Exports, fob 
Imports, fob 

Other Goods, Services & Income, net 
Unrequited transfers, net 

Current Account Balance 
Capital other than Reserves, nie 

Direct Investment 
Portfolio Investment 
Other long-term capital 
Other short-term capital 

Net Errors & Ommissions 
E_ounterpart Items, ne_s 

~ent Ar~~'.?_ 
Loans Received to finance BOP 

Average 
t970-73 1974 ; 1975 

337 
876 

-539 
-253 

- --llt-0 

-56 
40 

-57 
10 

605 
1396 
.:.791 

15 
154 
38 

-6 
43 
79 

-144 
8o3 

-947 
-449 
-127 

-720 
42li-
38 

-6 
339 

53 
-47 

29 
159 
115 

Total Change in Reserves (-=increase) 62 23 41 

Foreign Exchange Rate: 

1976 

361 
1029 
-668 

-124 
47 
31 
-5 
98 

-77 
-92 
-Ts 
143 
-=-21 

71 

1977 

214 
\ 897 
-"683 
··3li-9 
-82 

-217 
62 
18 
-1 

l} 

41 
-99 

7 
198 
19 

1978 

209 
·a17 

--608 
-!-1-66 
·-60 

-317 
48 

-2 
24 
26 

-84 
-T9 
179 
-24 

31' 217 

1979 

635 
1410 
-775 
-559 
-105 

-29 
133 

-3 
22'~ 
-88 
-20 

-188 
-30 

72 

1980 

208 
1329 

-1121 
-603 
-172 

-567 
433 

-3 
297 
139 
-92 

29 
143 
·56 

-27 

1981 

22 
lOSS 

-1033 
l 

-686 

SDR' s per- Kwacha,-End of Period 
U.S. Dollars per Kwacha, period 

ave. 

1.3165 1.2693 1.3275 1.0848 1.0848 .9763 .9763 .9763 .9763 

1.5541 1.5541 1.4019 1.2675 1.2307 1.2621 1.2682 1.1466 

Source: International Financial Statistics, IMF 

REDSO/ESA·, Anal. Div.> CSCallison, 10/12/~~ 



Table 10. ZAMBIA - Foreign Exchange Rate Trends, 1970-81 
Nominal vs. Real Indices (1975=100.00), 

Converted in U.S. Dollars 

Ratio 1970 

1. Nominal Exchange Rate 
a, US$/Kw, period ave. 1.4000 
b ~ Inde-;z-

(% change) 
(ave. annual % change) 

2. Foreign Currency/US$, 
trade~weighted, period ave. 

Index 107 .6 
(% change) 
(ave. annual % change) 

3. Nominal Foreign Curre!:£Y 
Kwacha Index (lb) x (2) 96.9 
(% change) 

(Ave. annual % change) 

4. Zambia CPI iod ave.) 70.6 
<~r change) 
(ave, annual % change) 

5. Trade Partners' CPI, 61.0 
trade-weighted 1 period ave 
(% change) 
(ave. annual % change) 

6. Zambia CPI/Trade Partners' 
CPI C4)/(5)___ 115.8 
(%-change) 
(ave. annual % change) 

7. Real_!orei$n Currencyj_ 
Kwacha Index (3) x (6) 112.2 
(% change) 
(ave. a~mual % change) 

1975 --..--

1.5541 
100.0 
11.o 

2.1 

100.0 
- -7 .1 

-1.5 

100.0 
...... 4L6 

7.2 

100.0 

63.9 
10.4 

-·~100 .o 
_13-;6 
-2.9 

100.0 
-10.9 
- 2.3 

1979· 

1.2621 I. 

~ 
-26 .• 8 
-7.5 

102.7 
-2.7 
. o. 7 

75.2 
-24.8 

6.9 

181. 7 
81.·7 
16.1 

151.1 

51. t 
J0.9· 

120.2 
20.2· 

4.7 

-2.5 

1980 

1. 2682 
81.6 

11.5 

106~4 

3.6 

86.8 

202.!_2 

11. 7 

174. 2 

15.3 

116.S 

-3.1 

101. 2 

11.9 

l.1466 
73.8 

-9.6 

127.9 

20.2 

94.4 
(+25.5 Since'79) 

8.8 

23L3 

14.0 

200.3 

15.0 

115 ~5 

-0.9 

109.0 
(+20.6 Since'79) 

7.7 

SOURCE: IMF, International Financial Statistics and Direction·or Trade Statistics 
REDSO/ESA, An-;L Div., C.S.Callison, 10/12/82 --·----~· -----~--



Notes to Table 10: 

(1) Although the k~1acha is pegged to the SDR, a·nd the Central Bank of Zambia calculates the 
U.S. dollar exchange rate based on t~e fluctuatin& dollar value of the SDR, there has in 
pr~ctice peen some divergence between the officiali SDR/kw x US$/SDR relationships reported 
and used in Zambia and the actual USS/SDR ratios reported in IFS. The USS/Kw rates used here 
are those reported to the IFS by Zambia. 

(~) Calculated as the weighted average index of the US dollar exchange rnte of the currencies 
of 23 Zambian trading partners. The weights used are the percentage of eacn country's share 
of total Zambian exports and imports (fob) for the 3 years 1978-80. The 23 countries 
totalled 93.2;~ of all Zambian trade for thoee 3 years and included all countries with a 1% or 
larger ~hare eicept the People's Republic of China (1.7%), for which price and exchange rate 
data was not available. 

(3) 100 x Line (lb) /100 x Line ( 2)100, since FC/US$ x US$/KW = FC/KW 

(4) Consumer Price Index (CPI) for lower income groups irl Lusaka and other towns. 

(5) Calculated as the trade-weighted average CPI for the same 23 trading partners used in 
Line (2), using the same weights. 

(6) 100 x Line (3) /100 x Line ( 6) /100, thus deflating the nominal exchange rates of Line (3) 
with the crimparative price index of Linc (6) to obtain the real purchasing power parity of 
the kwacha with respect to her trading partners. 

\ 



Table 11. ZAMBIA - Foreign Exchange Rate Trends, 1970-81 
Nominal vs. Real Indices (1975=100.00), 

Converted in SDR's 

Ratio 

1. Nominal Exchange Rate 
a. SDR/Kw> period ave. 
b. Index 

(% change) 
(ave. annual % change) 

2. Foreign Currency/SDR, 
trade-weighted, period ave~ 

Index 
( % change) 
(ave. annual % change_) 

3. Nominal Foreign Currency/. 
Kwacha Index (lb) x (2) 
( % change) 
(Ave. annual % change) 

1970 

1.4000 
109.4 

123. 8 

135.4 

4. Zambia CPI .(period ave.) 70.6 
(% change) 
(ave. annual % change) 

5. Trade Partners' CPI, 61.0 
1 trade-weighted, period ave. 

(% change) 
(ave. annual % change) 

6. Zambia CPI/Trade Partners' 
cPI<4T7-C5) us .a 
(% change) 
(ave. annual % change) 

7 ~ Real Foreign Currency/._ 
Kwacha Index (3};;-(6) 156. 8 
( % change)--
( ave. annual % change) 

1975 

1.2800 
100.0 
---.:S:-6 

_, .8 

lOO;O 
-19.2 
-4.2 

100.0 
··--26.l 

-5.9 

100~0 
-41.'"6 

7.2 

100.0 

63.9 
~ n 4 

-·-100.0 
·-13.6 

-2.9 

100.0 
-36:2 
- 8.6 

1979 

.9763 
76.3 

-23.7 
-6_.5 

98.5 
:-1.5 
·--0.4 
\ 

75.2 
-24.8 
-6.9 

13L7 
- 81. 7 
16~1 

151.1 

51.S 
10.9 

120.2 
ZO:-i 

4.7 

90.4' 
~-9 .6-
-2. 5 

1980 

.9763 
76. 3 
T.o 

o.o 

101. 3 

2.8 

77.3 

2.8 

202.9 

1L7 

- _15. 3 

116.5 

-3.1 

90~1 

-0.3 

1981 

.9763 
76.3 
o:o 
o.o 

129.3 

27.6 

93.7 
(+J'f. 3 Since'79) 

27.7 

'231. 3 

14.0 

20b.3 

15.0 

115 ~ 5 -

-0.9' 

li4.0 
(+26.1 Since'79) 
+26.5 

SOURCE: IMF, International Financial Statistics and Direction· of Trade Statistics 
REDSO/ESA, An.al. Div. J C. S. Calfison, 10/12/82 



Notes to Table 11: 

(1) The Kwacha has been officially pegged to the SDR at .9763 SDR per kwacha· since 1978. 

( 2) Cal cul ate d as the weighted average index o [ the currencies of 23 Zarnb ian trading partners 
in relationship to the SDR, as seen through the period averages, of each country 1 s currency 
exchange rate with us dollar and the USS/SDR ratios for the sam~ periods. The weights used 
are the percentage of each country 1 s share of to ta 1 Zambian expo'rts and imports (fob) for the 
3 year 1978-80. The 23 countries totaled 93.2% of all Zambian trade for those three years 
and included all countries with a 1% or larger share except the People's Repubic of China 
(1. 7%), for which price and exchange rate data was not available. 

(3) 100 x Lin~e (lb)/100 x Line (2)/100, since FC/SDR x SDR/KW = FC/KW 

(4) Consumer Price Index (CPI) for lower income groups in Lusaka and other towns. 

(5) Calculated as the trade-weighted average CIP for the same 23 trading partners used in 
Line ( 2), using the same weigh ts. ' 

(6) 100 x Line (4)/1.00 x Line (5)/100. This index measures the rate of Zambian price 
inflation relative to that of her trading-partners. 

(7) 100 x Line (3)/100 x Line (6)/100, thus deflating the nominal ex~hange. rates of Line (3) 
with the comparative price index of Line (6) to obtain the real purchasing power parity of 

. the kwacha wi~h respect to her trading partners. 
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Table 12. ZAMBIA - Direction of Trade - Exports and 
Imports (f.o.b.) - 1978~80 

World 
Indus tilii Countries 

U.S. 
-Canada 
-Aus trali.a 
Japan 
Belg:i.um 
France 
Ge.rm.any 
Italy 
Netherlands 
Sweden 
Switzerland 
U. K. 

Oil-Expor~~~g Devel. Co. 
Saudi Arabia 

Non-Oil Devel. Co. 
Africa ----
Kenya 
S. Africa 

...---Zaire 

Asia 
China, People• s Rep, 
'India 
Korea 

Portugal 
Yugoslavia 

Middle East 
Bahrain \ 

Wes te_!:"n Hem:i.s:t:here 
'"~-Brazil 

(Millions of u~s.$) 
Exports and Imports (fob) 

Total % of 
1978 - 80 World Total ----

60R5.3 100.0 
l't61+6 .4 76.4 
613.6 10.1 

26. 7 o.1+ 
28.5 0.5 

834.3 13.7 
164. 7 2.7 
511.6 ~ .l~ 
535. 7 8.8 
428.l 7.0 
72.3 1.2 

158.2 
-~ __.w 

2.6 
56.9 0,,9 

1103. 9 18.l 

292.2 4.8 
-271.l ~5 

1117. 9 18.4 
-259.4 4.3 

52. l 0.9 
110.9 1.8 
30.8 0.5 

465.0 7~6 
9r;:1; 1.6 
257.7 4.2 
54.8 0.9 

27L2 4.5 
-29.9 o:-5 
102.0 1.. 7 
B5.8 2.2 

100.8 L7 
7 3.5 1:2 

21. 7 Oo4 
21.1+ 0~1; 

26.3 0.4 
14-:8 0.2 

Addendum: EEC 2870.5 47.2 !/ Most countries with less than 1% of world total arc excluded. 
Source: Calculated from 

~----~-·-~~·~~---·~·~-.. -Ye ctr hook 1981, IMF. 
REiiSO/ESA, A .. I.D.: CSCnllison, 1li4/82 
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Table hl-

ViAWD: Actual Recurrent Expenditures: 198Jg · 
(Thousand Kwacha) 

Personal 
Emo 1 un1en ts 

1. Headquarters 667.0 

2. Dept. of Agriculture 3,64209 

3. Dept. of Veterinary 
& Tsetse Control 

4. Trng. Institutes 

5. Agriculture Research 

6. Dept. of Water 
Affairs 

7. Dept. of coops 
& Marketing 

8. Nat Frming 
Info Service 

Totals 

Percentage 

1,748.4 

421.2 

702.7 

549.l 

966.2 

165.7 

8 ,.8 63. 2 

3.9% 

Recurrent 
Depaxt.rnen t 
Charges 

417.5 

3,321.4 

2,156 .. 1 

1,019.4 

1,178.0 

2,277.6 

413.6 

114.3 

10,897.9 

4.8% 

111 Travelling or Duty" is a sub-total 
within "recurrent departmental chargestl 

(Travelling 
.:-i.;Qn 1 
Duty_._) 

(147.6) 

(764.2) 

(297. 9) 

( 4 0\. 6) 

(67.2) 

(241.6)' 

(131.7) 

(34.9) 

(1,707.7) 

(0.7%) 

Grants 
S,ub~i~ie~ 
& Other Pa:yments 

204,964.8 

(S.unsidies'. only) 
(204,643.4) 
(91 .. 0%) 

58.2 

13.9 

137 

15.5 

10.0 

15.0 

205,213.7 

91.2% 

Totals 

206,049.0 
91.5% 

7,022.5 
3% 

3,954.4 
2% 

1,577.6 
1% 

1,896.I 
1% 

2,836.7 
1% 

1,437.5 
1% 

295.0 

225,001.5 

I 
I 
l 
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Table 

M..~WD: Actual Recurrent Expenditures: 1981 
(Thousand KwachaJ 

Recurrent (Travell Grants 
Personal Department on- Subsi-dies 
Emoluments Charges 

-'j_ 
.Duty ) & other pa~ents> · Totals 

1. 

2. 

3. 

4. 

5. 

6. 

7. 

8. 

Headquarters ' 866.0 490.2 

. of Agriculture 4,181.5 3,565.6 
' 

Dept. Veterinary 
& Tsetse Control 2,035.0 2, 278 .. 7 . 

. Institutes 506.3 1,298.4 

Agriculture Research 842.4 1,128 .. 3 

Dept. of Water 
Affairs 617.7 2,549.5 

Dept. of Cops 
and Marketing 1,086.9 441.7 

I 

Nat Farming 
Info Service 177.2 121.5 

'rota ls 10,313 .. 0 11,873.9 

Percentage 7.9% 9 .. 1% 

111 Travelling 0.1\ Duty" is a sub-total 
within "recurrent departmental 

charges" 

(302.4) 108,642 .. 2 109,9Q8.3 
( Subsi~is;$ Only) ·84% 

(108 r 419. 9) 
(82.6%) 

(786.5) 199.6 7,746.6 
6% 

(360.5) 10.0 4,323.7 
3%-

(5 ) 55.0 1,859.8 

\ 
1% 

(91.9) 1.3 1,972.0 
2% 

-

(247 .1) 6.0 3,174.0 
/ 

(125. 0) _.. ~,528.5 
1% 

(36.5) 13.7 $12.5 

(2,006.2) 108,927.7 -131,115.4 

(O.l.5%) 83.1% 



,Table 15.POPULATION GROWTH, 1969-1980. 

Total Zamb 
Urban 
Rural 

Total Zambia, 
of which 

Urban 
Rural 

. 1969 1980 

-----in 000---:--'"" 

4057 5600 
1192 2440 
2865 3239 

-----in percent----

29.4 43. 0 
70.6 . 5 7 eO 

Average Annual 
· change in % 

3.1% 
6.7% 
1.1% 

Source: calculated from GSO report on 19'80 census. 
RlmSO/ESA, Ag, Div., DDijkennan, 11/10/82. 



A. 

B. 

Table 16 .GROWTH OF AGRICULTURE COMPARED TO THE ECONOMY, 
1973-81 

In Current Prices 
GDP 
Agriculture 

Connnercial 
Traditional 

as percent of GDP 

Agriculture 
Commercial 
Traditional 

as percent of Agricul-
ture 

Commercial 
Traditional 

In Constant Prices 

GDP 
Agriculture 

Commercial 
Traditional 

as percent of GDP 

Agriculture 
Commercial 
Traditional 

as percent of Agricul-
ture 

Commercial 
Traditional 

1973-76 1976-79 1979-80 1980-81 

-------- annual;; percentage changes --------

\ 
\ 

5.6 11.5 15.0 0.1 
15.0 lLl 16.0 22.8 
15.3 3.3 32o2 L1-8. 4 
14.9 14.9 9.3 11. 2 

_____ """ ___________ 
period averages --·------------

12.4 15.4 14.5 16.2 
l.1-. 1 4 .. 9 4.,lt- 5.8 
8.3 10. 5 10.l 10 .Lt. 

33.5 31.0 30. l 35.6 
66.5 69.0 69 .. 9 64.4 

-------- annual percentage changes 
_____ .. ..,. __ 

2.8 -4.0 2.9 -L8 
5.1 -3.2 3.A 9.8 

10.8 -10. 9 8.9 28.6 
2.1 0.9 1.1 ; 1. 2 

--~-----------period averages -------------

10. 6 
3.8 
6.8 

35.5 
64 .• 5 

34.1 
65.9 

11.4 
3.5 
7.9 

30. 6 
69.4 

12.1 
4.1 
8.0 

34.1 
65.9 

C. Change in the price 
per'uuit of value added. ---------annual percentage changes---------

GDP 
Agriculture 

Commercial 
Traditional 

2.7 
9.4 
4.3 

12.5 

16.1 
14.9 
15.9 
13.3 

11. 5 
12.3 
21.l• 
8.1 

2.0 
11.4 
15.4 
9.8 

Source: cal~ulated from various Monthly Statistical Bulletins, C4S.O. 
REDSO/ESA, Ag. Div., DDijkerman, 11/10/82. 



Table 17:0FFICIALLY MARKETED PRODUCTION OF SELECTED CROPS COMPARED TO 

1979/80 - 1981/82 TREND!/. 

1979/80 1980/ 81 1981/82 

Actual as Percent of Trend ------- in perc/ent -------

Maize 61 70 128 
Wheat 95 118 125 
Rice 72 76 98 
Millet ll~O - ~./ 
Sorghum 29 16 88 
Soyabeans 88 204 169 
Groundnuts 61 47 36 
Seed Cotton 149 208 139 

!I base period was 1972/73 -1979/80. 
2/ data not collected, but believe volume dropped substantially. In 
terms of volume, millet marketed through official channels is very 
low, hence small changes cause large percentage changes. 

Source: MAWD Agricultural Statistical Bulletin, 1980, and AID/Z 
records. 
REDSO/ESA, Ag.Div., DDijkerman, 11/10/82. 



Table 18.CHANGES IN OFFICIALLY MARKETED AGRICULTURAL PRODUCTION OF SELECTED 
CROPS, 1973/74 - 1981/82 

Annual Percentage Changes 

Maize 
Wheat 
Rice 
Soyabeans 
Groundnuts 
Sorghum 
Millet 
Seed Cotton 

Crops as Percentage of 
Total Officially Marketed 
Production 

Maize 
Wheat 
Rice 
Soyabeans 
Groundnuts 
Sorghum 
Mil let 
Seed Cotton 

1/ 1975/76 - 1976/77 
ii 1974/75 - 1976/77 

1973/74-
1976/77 

19 76/77- 19.79/ 80- 1980/81-
1979/80 1980/81 1981/82 

------~----------in percent------------~---

23.4 -23.5 14.0 81.2 
322.7 1/ 18.2 46o7 23.2 
82.4 -14.1 19.5 29.0 

309.6 '}:./ 28. 9 17 3. ~ 74.7 
43.3 -33o9 -25.9 -·35.0 
44.7 12.0 -Li-Oe 0 2l~A.. 4 

110.6 -58.5 132,000.0 N/A ?._/ 
-9.4 56.6 53 .. 6 -25.0 

percent, period aver age--·-----

98 .. 2 95.l 90 .s. 94.6 
0.2 0.9 2.3 1.6 
0.2 0.3 0.5 0.4 

+O.O 0.2 0.8 0.9 
LO 0.6 0&5 0.2 

+o.o 0.1 +O.O +O.O 
+o.o +o.o +o.o N/A 

0 .. 4 2.7 5.4 2.3 

3/ N/A ~ not available. Also, since so little millet is marketed through 

.~fficial channels, small volume changes result in large percentage 
changes 6 

Source: HAWD Agricultural Statistics Bulletin 1980, plus AID/Z records. 

REDSO/ESA, Ag. Div., DDijkerman, 11/10/82. 



Table 19 :COMPARISON OF TOTAL PRODUCTION AND OFFICIALLY :t1ARKETED PRODUCTION, 
1981/82. 

Maize 90 Kg bag 
. Wheat 90 Kg bag 
Rice (Paddy) 80 Kg bag 
Soya Beans 90 Kg bag 
Groundnuts 80 Kg bag 
Sorghum 90 Kg bag 
Millet.Y 90 Kg bag 
Seed Cotton MT 
Cassava.!./ 

]j not monitored by MAWD. 

Production Officially Marketed 

8, 159,000 5,109,000 
157,000 15 7 ,000 
66,000 41,000 
74,000 71,000 

117,000 19)000 
155,000 3,£100 

14,800 14,800 

% Officially 
Marketed 

62.6 
100.0 
62.l 
95.9 
16. 2. 

2,. 2 

100. 0 

Source: Calculated from "Final Crop Forecasting Report: 1981/82 Crop Season," 
MAWD, ,June, 1982. 
REDSO/ESA, Ag. Div., D. Dijkerman, 11/1.0/82. 



Table 20. PRODUCTIVITY (VALUE ~DDED) PER WORKER IN AGRICULTURE, 1965-1981: 

GDP total 
Agriculture, total 

( Conunercial) 
(Subsistence) 

Index (GDP/Worker) 
Agriculture/worker 
Commercial 
Subsistence 

GDP, total 
Agriculture, total 

( Conunerc ial) 
(Subsistence) 

------------
1965 1970 1975 1979 1980 1981 

---------------------in 1970 Kwacha-----------------------

1038 1004 954 783 778 
186 156 166 153 15 7 

(878) (1199) ( 1560) .(1503) ( 1503) 
(156) ( 112) ( llO) ( 111) ( 111) 

100.0 96.7 91.9 75.4 75.0 
100.0 83.9 89o2 82.3 84~·4 

100. 0 136.6 17 7. 7 148.2 171.2 
100.0 71.8 70.5 7L2 71. 2 

\ 

1965-70 1970-75 1975-79 1979-80 1980-81 

--·-------average annual percentage change·-----------

- 0.1 
- 3.5 

(6.4) 
(-6.li.) 

- 1.0 
1..3 

(5.t+) 
(-0.4) 

-4.8 
-2 •. 0 

(-4.4) 
( 0. 2. 

-0.6 
2.6 

(15.5) 
( o. 0) 

·-5. 3 
7.6 

(22.6) 
( 0 ~ 0) 

737 
169 

( 1842) 
( 111) 

71.0 
90.9 

209.8 
71. 2 

Source: Calculated from various Monthly Statistical Bulletins, c. S.O. (See Stewart 
Callison's report on macro~economic situation). 
REDSO/ESA, Ag. Div., DDijkerman, 11/10/82. 



T?ble 2l:CHANGES IN AGRICULTURAL PRODUCER PRICES, 
1973/74-1983/84. 

1973/7L~- 1976/77- 1979/80- 1981/82-
1976/77 19 79 I 80 1981/ 82 1982/84 

\ 
\ In current prices annual percentage changes----

Maize 20.8 12.6 
Maize, adjusted.Y 13. 0 22 .. 1 
Wheat o.o 3./ 7.6 
Rice 19.8 'l:_/ 3.7 
Soyabeans 26.7 13.7 
Groundnuts 25.6 8.5 
Sorghum 8.8 o.o 
Millet - f±/ 0 .o ~/ __ 
Seed Cotton 30.5 4.8 

In Constant prices~/ 
Maize -· L*.4 - o.o 
Maize, adjusted - 4.4 o .. o 
Wheat -17. 2 'l:_/ - 4.5 
Rice - 0.5 :!/ - 8.0 
Soyabeans 7.5 1.0 
Groundnuts 6.3 - 3.6 
Sorghum - 7.8 ~11.1 

Millet .. !±I -10.8 ~/ 
Seed Cotton 10.4 - 6.9 

1/ adjusted for fertilizer subsidy. 
21 1975/76-1976/77. 
3/ 1981/82-1982/830 
~/ No official prices offered. 
5/ 1978/79 - 1979/80. 

22.5 16.3 
9.0 30.5 }_/ 

14. l 5.6 
7.7 fi.6. 6 

20.4 1L7 
15 .5 13.5 
22.2 33.4 
o.o o.o 
o.o 6.3 

8.8 3.4 
- 3.9 '16.4 }_/ 
-4.2 Lh4 

- Lj .• 8 30.8 
8.7 - 0.3 
2.3 1.4 
2.7 18.8 

-16.2 -10.l 
-16.4 - 4.9 

~/ for constant calculations beyond 1980/81, inflation 
expapolated at 1980/81 rate. Inflation rate calculated from 
IMF "International Financial Statistics" by calculating GDP 
deflater .. 
Source: calculated from MAWD Agricultural Statistical Bulletin, 
1980, and supplementary reports. 
REDSO/ESA, Ag. Div., DDijkerman) 11/10/82. 



Table 2~ :FERTILIZER SAtES AND CERTIFIED SEED PRODUCTION, 

1972-1981. 

1972-
1973 

1973-
1977 

1977-
1980 

i 

. 1980-
1981 

1972/73-
1981 

average ----------perc~ntage change--~-------

in MT 

Fertilizers, 
total 98' 9 71 11+ .1 5.4 -11. 7 7,.3 

Maize mixture 
and others 93,695 lL~. 8 5.2 -12.2 7 .4 . 

Tobacco mixtures 5,276 -LS 12.2 0.1 3 ,-6 

average in 
50 Kg. bags 

Seed Production 64") 892 17 .s 12. 7 }j N/A 
SR-52 53,942 1805 -·- 10.6 N/A 

·ZH-1 10 '9 50 12. ti. 24.9 N/A 

]:/ data available till 1979/80 only. 

Source: MAWD Agricultural Statistics Bulletin, and 1980,. various AID/Z 

CIP PAAD's. 
REDSO/ESA) Ag. Div., DDijkerman, 11/10/82. 



Tab 23 • SELECTED OFFICIAL AGRICULTURAL COMMODITY PRICE CHANGES RELATIVE TO 
OFFICIAL MAIZE PRICES, 1973/74-1983/84. 

197 3/74-
1976/77 

1976/77-
1979/80 

1979/f;t0-
1981/ 82 

1981/82-
1983/84 

1973/74-
1983/Blt 

--------·---annual percentage changes---------

Changes Relative to 
the Maize Price 

Wheat 

Soyabean 
Groundnut 
Sorghum 
Millet 
Seed Cotton 
Average (annual) 

Changes Relative to 
the Maize Price, adjusted 
for fertilizer subsidy 

Wheat 
Rice 
Soyabean 
Groundnut 
Sorghum , 
Millet 
Seed Cotton 
Average (annual) 

-19.9 
- 4 .. 2 

11.6 
10.8 

- 5.9 
!:J. 

15.0 
1.2 

- 9.4 
8.9 

12.9 
11. 2 
0.4 

1_/ 
15.5 
6.5 

"J:._/ no official millet p:cice offered. 

-4. , .. 
-7.9 

1.0 
-3.6 

-11.3 
-23.9 

.o 
- 8.2 

-11. 7 
-15.1 

-608 
-11.1 
-17.9 
-35.li. 
-14.1 
-M 16. 0 

- 7.0 l.Q. - 5.8 
-12.0 26 .. 0 - 1.1 
-L8 - 4.0 2.4 

- 5. 7 - 2. t+ 0.3 
-· b.o 14. G - 2.0 
-18.0 -14.,4 -17.8 
-18.4 .. 8.5 - 3.7 
- 9~0 1.8 - 4.0 

4.6 -5.3 6.1 
-1.2 15. 7 4.0 
10.4 -10.8 2.5 
6.0 -13.9 - 0.8 

12.3 -24 .. 5 - 8.0 
-8.7 -22 .. 9 -19.7 
-8 .. 3 -21.5 -· L~. 8 
2.2 -11. 9 - 5.8 

Source: calculated from MAWD Agricultural Statistical Bulletin, 1980 and 
subsequent announcementso 
REDSO/ESA, Ag. Div .. , DDijkerman, 11/10/82~ 



Table 2 4 • ZAMBIA 1 S AGRICULTURAL CO"NMODITY PRICES COMPARED TO WORLD 
PRICE EQUIVALENTS, 1973/74-1981/82. 

1973/74-
1976/77 

1076/77- 1079/80- 1980/81- 1973/74- 1980/81- 1973/74-
1979/80 1980/81 1981/82 1981/82 1981/82 l/1981/82 ~/ 

Period Averages . 
(Domestic Price as 
Percerit World Price) --------------------------in percent--------------~-----------

I Maize 
Maize, adjusted }:_/ 
Wheat 
Rice 
Soyabeans 
Groundnuts 
Sorghum 
Millet 
Seed Cotton 

Average Annual Change 

59 76 
80 106 

123 '!) 149 
113 '!:./ 92 
69 82 
53 67 
62 59 
N/ A !±_/ N/A 
23 27 

95 119 83 
166 151 106 
159 161 113 

72 107 75 
118 141 97 

67 118 83 
60 65 45 
N/A N/A / N/A 
24 26 18 

of Domestic Price against 
the World Prices. --------------------annual percentage changes------------------

Maize 
Maize, adjusted.~/ 
Wheat 
Rice 
Soya.bean 
Groundnuts 
Sorghum 
Millet 
Seed Cotton 

20.3 
19.9 
9.1 
3.6 

19.3 
31. 9 
16.3 
N/A 

20.5 

1/ adjusted for fertilizer subsidy. 
21 1975/76:-1976/77 only •. · 

2$0 
10.8 
-9~1 

-11.8 
10.7 
12.0 

-16.6 
N/A 

-5.0 

11.8 25.3 12.6 
22. 1 -9.0 12. 7 
17 .. 8 1.3 -0. l~ 
-8.9 48.6 -0~6 

19.2 19.5 16.0 
23.0 76.1 20.2 

.:.~9. 5 8.3 L1-. l 
N/A N/A N/A 

+O.O 8 ~ .3 6.3 

J/ calculated using a shadow exchange rate which is equivalent to a 30% 
devaluation of the Zambia Kwacha. 
!.!:_/ N/A=not available. 

NI~: World price equivalent was. calculated by using IFS world commodity 
prices and multiplying them by

1
Zambia's CIF factors, also reported by IFS. 

Because agricultural products tend to be of higher bulk and lower value 
than the average commodity mix (e.g., IFS' s /C. I.F. fact.or), the actual 
import parity or world equivalent prices are probably slightly higher 
than calculated in this table. 

Source: calculated IMF International Fin~ncial Statistics, various months . 
and year book, and MAWD repo't"fs. 
REDSO/ESA, Ag. Div., DDijkerman, 11/10/82. 

L~. 2 10.1 
-2L1 .• 1 10.2 
-lLJ.. 5 -3.2 

25.0 -3.4 
+o.o 13. L~ 
47.8 17.6 
8.3 2~0 

N/A N/A 
-15 ~ L~ L~ .1 



Table 25 .MINISTRY OF AGRICULTURE AND WATER DEVELOPMENT SUBSIDY 
EXPENDITURES FOR NAMBOARD AND OFFICIAL GRZ MARKETING 

AGENCIES, 1972-1981. 

1972 1976 1980 1981 

NAM.BOARD Subsidies ----in millions of Kw ach a---~-

Maize Price Differential 66.3 15~0 

Maize Handling Differential 30.9 24.9 
Subtotal 8:4 22.o 97 .2 39 .. 9 

Fertilizer Price 
Di fferentia 1 36. 2 27.5 

Fertilizer Handling 
Differential 13.8 10. L~ 

S'U'btOtal --s-:7 21. l 50.0 37. 9 

Marketing Agencies 
(Cooperatives)l/ -·-

Ncu_Y 1.5 2 .. 0 
ECU 2.8 3.2 
scu 7.0 5.2 
LCU 0.2 

0 ·'· 
K-ECU 0.1 +o .. o 
New cu 0.8 

Subtotal 9.9 9.5 TI:6 TI:-6 

Total· Subsidy Expenditures 22.0 52.6 158.8 89 .l~ 

N.B. :Annual percentage 
changes 

1972-76 +24.4 
1976-80 +31.8 
1980-81 -43. 7 

!/ Covers subsidies on a variety of minor crops and agricultural 
inputs, mostly channeled through rural cooperatives. 
2/ Northern Province Cooperative Union. 
Source: various GRZ budgetary expenditure reports. 
REDSO/ESA, Ag .. Div., DDijkerman, llil0/82. 
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