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Zambia: Commodity Import Loan 

I. Political and Economic Backgr_ound 

The situation in southern Africa has been changing rapidly over the 
last two years. In the early 1960's it appeared that the countries 
of southern Africa might follow the rest of Africa toward indepen­
dence and majority rule within a fairly short period. By the early 
1970's, however, the regimes of white-ruled southern Africa seemed 
firmly entrenched, and capable of staying in power possibly for 
decades. This all changed abruptly with the decision by the 
Portuguese (following the overthrow of the Caetano regime in 1974) 
to withdraw from Portugal's African colonies, including Angola and 
Mozambique. Angola gained independenc~ in November 1975 in the 
midst of a three-corner struggle among different guerilla groups 
which brought about armed Cuban intervention on behalf of the 
victorious faction. Mozambique became independent in June 1975. 
The existence in Angola and Mozambique of independent governments 
which came to power after a decade of guerilla warfare has greatly 
in<ereased the pressure for military solutions to the problem of 
white minority rule in Rhodesia and Namibia (South West Africa). 
It is now clear that unless a peaceful solution can be found quickly, 
both Rhodesia and Namibia will be plunged into large-scale guerilla 
warfare, leading possibly to further outside intervention and 
eventually to racial warfare in South Africa. 

The U.S. has consistently encouraged a peaceful transition to 
majority rule in southern Africa. In response to the increased 
urgency of a peaceful solution, Secre~ary of State Kissinger 
travelled to Africa in April 1976 to confer with leaders of the 
independent countries bordering southern Africa, and subsequently held 
talks with South Africa's Prime Minister Vorster. In his maj0r 
address on southern Africa, delivered in Lusaka$ Zambia on 
April 27, 1976, Secretary Kissinger reiterated U.S. support for a 
peaceful transition and spelled out U.S. policy toward Rhodesia, 

Namibia and South Africa. With respect to Rhodesia, where the situa­
tion is currently the most critical, the major elements of U.S. 
policy include support for majority rule within two years of the 
conclusion of a negotiated settlement, assistance to bordering 
countries which sustain economic losses in enforcing sanctions 
against Rhodesia, a pledge of aid for a newly independent Zimbabwe, 
and assistance to facilitate protection of minority rights. 

The pursuit of a negotiated settlement requires the vigorous support 
of neighboring independent states, which must maintain sanctions 
against Rhodesia and encourage all parties to move toward a peaceful 
settlement. One of these states is Zambia, which borders Rhodesia 
along the Zambezi River and was previously joined with Rhodesia (and 
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Malawi - then Nyasaland) in the Central African Federation. Although 
Zambia hae had to bear an extremely heavy financial burden to maintain 
sanctions since Rhodesia's Unilateral Declaration of IndepeHdence (UDI) 
in 1965, Zambia's President Kenneth Kaunda has always supported a po­
litical solution in Rhodesia and has provided moderate leadership for 
African efforts to bring about a negotiated settlement. However, 
President Kaunda's continued ability to play a constructive and 
moderating role in the Rhodesian situation is threatened by Zambia's 
worst economic crisis since independence. The crisis is partially 
attributable to the continued heavy cost of sanctions against Rhodesia, 
and to other factors, but is primarily the result of a rapid decline 
in copper prices since mid-19i4. Zambia has introduced a series of 
austerity measures, beginning in early 1975 and culminating in a 20 
percent devaluation of the Zambian Kwacha in July 1976. Zambia has 
also turned to multilateral and bilateral donnrs for assistance. 
Thus far the International Monetary Fund (IMF) has provided the 
largest amount of short-term assistance, including a recently­
negotiated standby arrangement for $71 million. The World Bank has 
just approved a $30 million program loan and other bilateral donors 
have provided about $30 million on loan and grant terms. 

The U.S. has not had a bilateral development assistance program in 
Zambia, but did provide a $5 million program loan in 1973 following 
Zambia's decision to close her border with Rhodesia and cease using 
the Rh0desian railway. Zambian officials first approached the U.S. 
for financial assistance in late 1975. Following further discussions 
during Secretary Kissinger's visit in April Zambia submitted a request 
for about $140 million in financial assistance for 1976 and 1977. In 
June the U.S. made available a $10 million Housing Investment Guarantee 
for Zambia, and in August signed a PL-480 agreement for 3,000 tons of 
vegetable oil valued at $1.6 million. During the February-June 1975 
period, the Export-Import Bank authorized for Zambia $15 million in 
credits for mining machinery and equipment and $10 million for civil 
aircraft. The proposed $20 million Security Supporting Assistance 
loan, which is specifically provided for in AID's FY 1977 appropria­
tion bill, supplements the other U.S. assistance and is intended to 
support the financial and economic program agreed to by the Government 
of the Republic of Zambia (GRZ) with the IMF and the World Bank. The 
program should enable Zambia to maintain economic and political 
stability. 

II. Loan Analysis 

A. Proposed Commodity Import Loan 

AID proposes to lend the GRZ $20 million from Security Supporting 
As.sistance funds on standard concessional AID tenns. The primary 
purpose of the loan is to provide balance of payments assistance by 
financing high-priority imports of equipment, materials and spare 
parts. An additional purpose of the loan is to support budget 
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expenditures for development programs through the generation of local 
currency (Zambian Kwacha) counterpart funds. The dollar value of 
U.S. exports to Zambia has risen :rapidly in recent years from less 
than $50 million in 1973 tc $120 million in 1975. U.S. ex~nrts to 
Zambia are made up largely of mining and transport equipment, indus­
trial and agricultural chemicals, and spare parts. All com.1odities 
normally eligible for AID financing will he eligible under the pro­
posed loan. Because many mining .and transport equipment items are 
covered under Export-Import Bank financing, the proposed AID loan 
will be utilized primarily.for other items, including fertilizer, 
agricultural and industrial equipment and spare parts, and chemicals 
(see Section 111.B.). 

B. Zambia's Economic Situation 

Zambia's economy is heavily dependent on copper, which in normal years 
accounts for nearly one-third of GNP, over 90 percent of export 
earnings, and up to half of government revenues. By contrast, manu­
facturing accounts for 13 percent of GNP and agriculture for less 
than 10 percent. Fluctuations in world copper prices are reflected 
in wide fluctuations in export earnings and government revenues, 
which makes good economic management an extremely difficult task. 
Since independence in 1964, copper prices have peaked three times 
(1966, 1969/1970 and 1973/1974), with the highest average annual 
prices nearly twice the level of the lowest. The latest cycle began 
in mid-1973, when copper prices turned sharply upward in response to 
strong demand in the industrialized countries. Copper prices rose 
to a post-independence high of $1.52 per pound in early 1974, then 
dropped rapidly as most industrialized countries moved into recession 
following the oil price increases of late 1973 and early 1974. Copper 
prices remained low throughout 1975 and into 1976. The average price 
in 1975 was $0.56 per pound, as compared with the annual average of 
$0.93 for 1974; in real terms, the 1975 price is the lowest annual 
price since 1957. 

The impact of the drop in copper prices was magnified by a decline in 
copper exports from 673,000 tons in 1974 to 630,000 tons in 1975. 
The drop in export volume was largely a result of transport dif ficul­
ties. Since the nearest seaport is 1,000 miles from Zambia's copper­
belt, transport has always played a particularly critical role, both 
for the import of equipment and materials for the mines and for the 
export of copper and other minerals. In the past most imports and 
exports used the railway connecting the copperbelt via Rhodesia with 
the Mozambique port of Beira. After UDI in 1965, Zambia began 
attempting to develop alternative transport routes, but as of January 
1973 (when the 2.ambia/Rhodesia border was closed) the Beira route 
still accounted for about half of Zambia's imports and exports. 
Following the 1973 border clcsure, this traffic was diverted to the 
railway route to Lobito in Angola (l,600 miles from the copperbelt) or 
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the road route to Dar es Salaam in Tanzania (1, 200 miles from the 
copperbelt). In mid-19i5, howevt"'r. the civil WRt' :ln An~ola r(lsult~d 
in the closure of the rnilway to L0bit0 And th~ loas ~f QubstAntinl 
amounts of Zambia-bound cargo. Copper exports were then routed en­
tirely through Dar es Snlnam, but port congestion there resulted in 
copper stockriles awaiting shipment averaging 70,000 tons (as compared 
with a more :ormal 30,000 tons). 

The combined effect of the decline in copper prices and in export volume 
was a drastic drop in export earnings. Copper export earnings declined 
by 44 percent, from $1,303 million in 1974 to $726 million in 1975, and 
total exp.-,rt earr.ings declined from $1, 506 million to $883 mi 1.lion (see 
Table I, Annex B). At the same time, imports increased by 20 percent, 
resulting in Zambia's first trade deficit ever, and a swing in the cur­
rent account (which includes freight and travel payments, investment 
income, salary remittances, etc.) from a slight surplus in 1974 to a 
record deficit of $719 million in 1975. This deficit was partially 
offset by capital inf lows attributable to government borrowing and 
borrowing in the Eurodollar market by the two major copper mining 
companies. Nevertheless, over half of the current account deficit had 
to be financed by drawing down foreign exchange reserves (by $213 
million) and by accumulating arrears on payments for imports and trans­
fers ($156 million). At the end of 1975, Zambia's foreign exchange 
reserves stood at $147 million (equivalent to about one month's 
imports). 

The decline in copper export earnings has also had a substantial impact 
on GNP and on government revenues. Although final figures are not yet 
available, per capita GNP probably declined by about 5 percent (to 
$430 at the old exchange rate, or $345 at the new C>xchange rate). If 
increases in import prices are taken into account, the decline in 
average real incomes was even greater. Government revenues from 
minerals declined from $530 million in 1974 to less than $100 million 
in 1975, resulting in a decline of nearly 30 percent in total revenues. 
At the same time recurrent expenditures rose by about 30 percent, 
leading to a record budget deficit of $490 million (equivalent to 
over 22 percent of the estimated 1975 GNP of $2,159 million). 

C. Zambia's Financial and Economic Program 

The GRZ has introduced various policy measures as the dimensions of 
the current crisis have become more apparent. The most important 
stages in the development of the current financial and economic pro­
grams have been a drastic cutback in import licenses in January 1975; 
the decision to devote increased efforts to agricultural and rural 
development announced in President Kaunda's "Watershed Speech" of 
June 1975; the austerity program introduced with the 1976 budget in 
January 1976; and finally the policies and targets worked out with 
the support of the IMF and the World Bank, together with the 20 per­
cent devaluation of the Kwacha on July 9, 1976 (from Kl = $1.56 to 
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Kl m $1.24). The program is designed to permit the Zambian economy to 
overcome the current balance of payments and budget crises while laying 
the basis for a pattern of development less dependent on copper 
(particularly through increased agricultural production for import 
substitution and for export). 

The major elements of the financial or stabilization program, in 
addition to the devaluation, include increases in consumer prices and 
a reduction in consumer subsidies; a freeze on salaries of government 
employees; reductions in recurrent and capital budget expenditures; 
increases in customs duties and in excise and income taxes; and in­
creases in interest rates; and a restriction o~ the expansion of 
credit. The quantitative criteria for the IMF standby arrangement 
include limits on th~ overall expansion of credit and on the expansion 
of credit to the gwvernment, and targets for the phased reduction in 
payments arrears. 

The major elements of the economic or development program are not as 
specific, primarily because the government has not completed its work 
on the Third National Development Plan (TNDP), which will cover the 
period 1977-1981.. The major emphasis in the plan will be on rural 
development, and agriculture is to be the main source of economic 
growth. Major objectives of the TNDP will be to raise income levels 
in the subsistence sector, reduce disparities between rurrl and urban 
areas, and eliminate the gap between domestic agricultural demand and 
production. (Food imports now Tuake up over 5 percent of total im­
ports and account for 40 percent of market demand for food). The GRZ 
has already taken a major step to increase agricultural production by 
announcing (February 1976) increased producer prices for rr~jor agri­
cultural commodities. In its discussions with the World Bank con­
cerning the IBRD program loan, the GRZ has agreed to keep agricultural 
prices under review and to announce them well in advance of the 
planting season. The GRZ has also agreed to take steps to strengthen 
the Ministry of Rural Development and to improve provincial adminis­
tration. 

The GRZ stabilization program has already reduced the budget deficits 
to more manageable proportions. As a result of additional measures 
taken subsequent to the introduction of the budget in January 1976, 
the GRZ now estimates that 1976 non-mineral government revenues will 
be nearly 15 percent above their 1975 level, and will roughly equal 
recurrent expenditures. Recurrent expenditures have been budgeted 
at a figure about 10 percent below the 1975 levels and development 
or capital expenditures at almost 25 percent below 1975, leaving a 
projected overall deficit of about $250 million (or roughly half 
the level of the 1975 deficit). 

The stabilization program has also improved Zambia's balance of pay­
ments prospects substantially. The restrictive fiscal and credit 
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polic"tes are expected to reduce merchandise imports from $950 million 
in 197 5 to roughly $700 million in l. 976. On the export side, earnings 
from copper should improve somewhat. Exports are projected to increase 
slightly to around 650,000 tons, and the op~ning of the Tanzania-Zambia 
railwny in July 1976 together with the recent elimination of congestion 
at the port in Dar es Salaam should make it possible to avoid the 
marketing problems of 1975. If copper prices continue their slow re­
covery from the 1975 lows, the annual average for 1976 could equal the 
World Bank .:orecast of $0.67 per pound, compared with $0.56 per pound 
in 1175. As of mid-October 1976 the price of copper was $0.60 per 
pound. On the basis of these assumptions fp~ imports and exports, 
the IBRD has projected a decline in Zambia's curnmt account deficit 
to $310 million, 60 percent below the 1975 deficit of $720 million 
(see Table 1, Annex B). Allowing for payment of $76 million in 
arrears and a reduction in reserves equivalent to the $55 million in 
net 1976 drawings from the IMFt the IBRD has estimated that Zambia 
will require about $380 million in financial assistance in 1976. 
Roughly $270 million of this amount is expected to be covered by dis­
bursements from existing loans leaving an external gap for 1976 of 
about $110 million. 

D. Economic Prospects 

As discussed above, copper production accounts for over 90 percent of 
Zambia's export earnings and about one-third of GDP. Given this 
dominance, Zambia's economic performance is necessarily highly depen­
dent upon the behavior of the copper p~ice. Fluctuatioi.s in the world 
price of copper will be transmitted into the economy and manifested as 
fluctuations in the economy--particularly in foreign exchange earnings 
and the balance of payme.1ts. The volat .f le nature of tr.-i? world copper 
market and the linkages to the economy suggest the likelihood that 
Zambia's economy will continue to exhibit a substantial degree of 
economic instability. The magnitude of the impact on foreign exchange 
receipts of copper price fluctuation can be illustrated as follows: 
In recent years Zambian copper exports have been averaging about 
650,000 metric tons per annum or about 1.42 billion pounds. Since the 
level of exports has been largely unresponsive to price changes, a one 
cent change in the average annual price results in a $14.2 million 
change in foreign exchange earnings. Thus the 38 cent/pound decline 
experienced in the average copper prices (from 93 to 55 cents/pound) 
between 1974 and 1975 was largely responsible for the reduction in 
~opper foreign exchange earnings of $577 million. (Part of the re­
duction--about 10 percent--was due to a decline in quantities exported). 

Using the IBRD forecast of copper prices, Zambia's medium-term economic 
prospects are rather bleak. The extremely depressed price of copper 
which generated a current account deficit of $719 million in 1975 has 
shown only a marginal improvement in 1976. The 1976 current account 
deficit is projected to be $310 million. The projected current account 
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deficits appear in Table 11, Annex B. Using the IBRD forecast of copper 
prices and assuming a modest increase in copper exports, Zambia's cur­
rent account deficits are projected at $167.4 million and $82.5 million 
for 1977 and 78 respectively. Should copper prices fail to rise as 
t:vrecaet, the deficits would, of course, be larger. The current account 
deficits for 1980 and 1985 are projActed at $138.2 million and $105.2 
million respectively. These figures are based upon the IBRD copper 
price forecasts which project the nominal 1985 copper price to be about 
$1.92 per pound. This forecast suggests that the economic U?lift th8t 
copper provides the economy is likely to deteriorate through time. 

Line (7) of Table 11 projects Zambia's debt-~ervice ratio. Although 
the project ions indicate debt levels within Za·.nbia 's repayme1t 
capabilities, the high debt-service ratio reflects the relative de­
terioration of Zambia's foreign exchange earnings potential over time 
as the role of copper declines. 

E. Other Donor Assistance 

A number of donors are assisting Zambia in financing its external 
resources gap. As noted above, the World Bank recently approved a $30 
million program loan. Canada has extended a $10 million commodity 
import loan, and European donors have provided $23 million, including 
a $10 million grant from the U.K., a $3 million loan from Germany, a 
$2 million loan from the Netherlands, and an $8 million grant from the 
European Economic Community. Thus the loans and grants made available 
to Zambia for balance of payments assistance so far total $63 million, 
and cover over half of the external financing gap. The proposed $20 
million U.S. loan would increase total balance of payments assistance 
to $83 million. 

The other major source -:,f balance of payments support has been the IMF, 
which is included in the balance of payments table under the "chanee 
in reserves" item in Table 1. In November 197 5 the IMF agreed to 
drawings by the GRZ under the oil and compensatory facilities and 
under the first credit tranche. Net use of IMF resources by the end 
of 1975 amounted to about $23 millio~. In July 1976 the IMF approved 
a $71.3 million standby arrangement for Zambia which permits drawings 
from the second and third credit tranches and gives the GRZ access to 
IMF resources totalling $55 million in 1976. The IMF will review 
Zambia's situation in December 1976 to determine what further steps 
should be taken in 1977. 

F. Debt Service 

Zambia's debt service ratio (service payments on government and govern­
ment guaranteed debt as a percentage of export earnings) has remained 
relatively low in recent years (4-5 percent), but is now rising due to 
large Zambian borrowings in 1975. As noted in Section II.D. above, 
projections of Zambia's debt service ratio depend heavily on assumptions 
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concerning copper production and prices; these will be the most 
important factors affecting the evolution of Zambia's balance of pay­
ments and rc~ated borrowing requirements. The IBRD•s analysis of 
Zambia's debt service prospects assumes that copper production and 
exports will expand to 800.000 tons by 1980 and increase at 2 percent 
per annum thereafter, and that the move1.11ent of copper and other inter­
national prices will result in a strong improvement in Zambia's terms 
of trade. On these assumptions Zambia's debt service ratio will rise 
from 8 percent in 1975 to 16 percent in 1980, and then decline to 13 
percent by lC'l85 (see Table II, i\nnE~x B). If copper prices or produc­
tion fall below projections, of course, the debt service ratio could 
be higher. While Zat.~ia should have no difficulty in servicing the 
proposed U.~. loan, the uncertainty of the debt service prospects 
underlines the importance of providing the proposed loan on conces­
Rional terms. 

III. Loan Administration 

A. Loa~. :mplementat ion Proce1. ures 

A.I.D. 1 s Standard Commodity F~nancing Procedure as set forth in A.I.D. 
Regulatton 1 shall be applicable in its entirety. All public sector 
procurement will be by formal competitive bid procedures. For pur­
poses of implementing the loan, all parastatal agencies in Zambia 
which are more than 50 percent owned by the GKl will be treated as 
public sector entities. Since all procurement by these organizations 
is normallf turned over to the Central Supply and Tender Board and 
carried out by formal tender p~ocedures, tre&ting the parastatal as 
members of the public sector will not present any departure from the 
normal procedures. Procurement by the pardstatal sector if any will 
be carried out under normal commercial practices, observing the require­
ments of A.I.D. Regulatio11 1. 

-;~,e GRZ remains well aware of probl~ms that dt:clayc.:! i~plPmentation of 
the 1973 $5 million loan, notably bureaucratfr difficulties in 

selecting essential commodities for public secL~r end use. Intent on 
preventing such a reoccurrence, the GRZ has already identified specific 
req~irements of both the public and parastatal sectors. A substantial por-
tion of the loan has been tentatively earmarked for fertilizer, pro-
vided procurement lead time from the U.S. can be fitted into the 
planting season schedule in Zambia. An alternate list of essential 
commodities is presently being reviewed by the GRZ and A.I.D. 

The administrative responsibility for the loan will rest with the 
Ministry of Finance, and will include preparation of all reports and 
assuring compliance with all A.I.D. requirements. Also, the Ministry 
of Finance will participate with the Ministry of Economic and Technical 
Cooperation in allocation of the funds. It is now anticipated that 75 
percent of the loan funds will be allocated to the public sector and 
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the pacastntals and the remnining 25 percent to private secJiPr importers. 

Primary responsibility for fulfilU..ng A.I.D.'s part of the implemc>nta­
t ion function wi 11 rest with RED SO/EA in Nairobi, which is able to 
furnish extended TDY services during the critical periods of implemen­
tation. A.I.D./W will provide additional TOY support as necessary. 

Following i8 the proposed implementation schedule: 

Loan Authorization 
Loan Signing 
CP's met 
1st L/Comm opened 
1st L/Credit issued 
First Shipment 
First Loan Disbursement 
Final Shipment 

B. Commodities 

November 1976 
November 1976 
December 1976 
January 1977 
February 1977 
June 1977 
July 1977 
June 1978 

The authorized source of procurement under the loan will be A.I.D. 
Geographic Code 941, subject to A.I.D.'s more restricted source re­
quirements for certain commodities. Although all commodities in the 
A.I.D. Commodity Eligibility Listing will be eligible for financing under 
the loan, it is anticipated that the funds will be used primarily to 
finan~e the following categories of commodities: 

(1) Fertilizer 
(2) Agricultural and industrial equipment, and spare parts 
(3) Chemicals 

C. Zambian Import Procedures 

At present, all imports into Zambia are subject to license control. 
This involves a process of first applying for a foreign exchange allo­
cation through the GRZ's Technical Committee andp if su~cessful, then 
applying for an import license through the Ministry of Commerce. 
Licenses are issued qua~cerly on the basis of quotas set jointly by 
the Bank of Zambia and the Ministry of Commerce. The actual release 
of foreign exchange is controlled by the Bank of Zambia; the release 
need not necessarily be at the time payments are due. However, imports 
tied to certain foreign loans, such as this one, are handled separately. 
A ministerial committee will allocate specific amounts for previously 
agreed upon end uses, and an approv<:!d import license will insure the 
immediate opening of a Letter of Credit against AID-issued Letters of 
Corrnnitment. Thus, it is anticipated that importers will save a sub­
stantial amount of time in getting orders placed and Letters of 
Credit opened under this modified procedure. 
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D. Loan Disbursement 

The proceeds of the loan nre expected to be disbursed within on 18-month 
period ofter the time the loan agreement is executed. However, in view 
of the fact thnt a considerable amount of the loan is to be utilized by 
the public sector (which will involve the more time-consuming process 
of formal competitive bidding) and taking into account possible delays 
in the delivery of heavy equipment with long lead times, the terminal 
disbursement date will be set 24 months from the loan agreement date. 
The terminal date for requesting disbursing authorizations will be 
set at 18 months from the loan agreement date. 

The method of disbursement will be through A.I.D.'s standard Letter of 
Commitment/Letter of Credit procedure. Direct A.I.D. Letters of 
Commitment to suppliers will be used for the procurement of fertilizer. 
The approved applicant for the Letters of Commitment will probably be 
the National Commercial Bank of Zambia, which is wholly owned by the 
GRZ and was the approved applicant under the last program loan. 

Currently, as a result of the shortage of foreign exchange, some 
LetterE of Credit are being opened on the basis of 90 and 180-day 
time drafts, i.e., payment is made to the suppliers by the opening 
bank 90 or 180 days after the date of shipping documents. However, this will 
not be the case with the Letters of Credit coverec by the loan, since 
the funds will be immediately available from A.I.D. and payment will 
be made by the U.S. bank upon presentation of the required documentation. 

E. Commodity Arrival and Disposition 

Since 1973 Zambia has been faced with several problems in moving imports 
from the sea to their landlocked country. However, now that the Tazara 
railroad between Dar es Salaam and Zambia is operation~!, and coupled 
with the fact that the port of Dar es Salaam (where Zambia is allotted 
two berths and storage facilities) is now relatively clear, transpor­
tation of the A.I.D.-financed commodities to Zambia is not expected to 
be a problem. Also, it is anticipated, on the basis of the current 
situation, that once the goods arrive in Zambia they will be promptly 
cleared through customs. 

IV. Other Considerations 

A. Impact on the U.S. Balance of Payments 

Procurement under this loan will be limited to A.I.D. Geographic Code 
941 (the U.S. and most developing countries). However, given Zambian 
import priorities, the entire amount of the loan is likely to be spent 
in the U.S. The short-run and long-run impact of the A.I.D. financing on the 
U.S. economy will depend on the items imported. To the extent that 
the loan is used for fertilizer, U.S. exporters will benefit by 
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displacing traditional European suppliers, although U.S. exporters would 
not necessarily be able to establish a longer-run market in 7.ambia rlul" 
to the transport cost advantage of European auppliera. Util!rntion of 
th<' loan for imports by U.S. firms operating in Zambia might result in 
some substitution of A.LD.-fina.nced transactions for commercial tJ.S. 
exports, but substitution should be minimal due to the extremely tight 
foreign oxchange controls now in effect. In any case~ the longer-run 
impact would be favorable since imports by agents of U.S. firms would 
enable them to maintain the market positioa of U.S. equipment suppliers. 
Imports by parastatals and Zambian government agencies would also re­
sult in a favorable impact on the U.S. balance of payments, since it 
would permit U.S. suppliers to establish new relationships and would 
result in follow-up orders for U.S. spare parts. 

B. Use of U.S. ~overnment Excess Property 

Given the nature of the items the Zambians are interested in purchasing, 
it is unlikely that U.S. government excess property would be appropri­
ate for financing under this loan. However, A.I.D. will review the 
possibilities for the financing of excess property under the loan. 

C. Use of Procurement Consultants 

The loan agreement provides that loan proceeds may be used to finance 
the services of a U.S. firm or firms to assist the GRZ in the prepara­
tion and issuance of IFBs, the analysis of awards, the execution of 
supply contracts, etc. Although the GRZ has no current plans for the 
utilization of procurement consultants, A.I.D. will encourage the GRZ 
to do so if appropriate. 

D. Relation to Export-Import Bank Credits 

The EXIM Bank has no applications from Zambia pending Board action at 
this time. The Bank expressed no objections to the proposed loan. 
A.I.D. will closely coordinate its loan with EXIM credits and guaran­
tees so that A.I.D. will not finance items which EXIM has already 
agreed to finance. 

E. Counterpart Generation 

The Kwacha counterpart generated by private and public sector imports 
under the loan will accrue to the GRZ for allocation to development 
activities included in the GRZ budget. Since the GRZ budget is based 
on the calendar year, and given that most of the counterpart should 
be generated in 1977, the bulk of the counterpart funds is likely 
to be utilized to support the 1977 budget. Although utilization of 
counterpart under the IBRD program losn is restricted to capital 
budget items, the GRZ has requested that counterpart funds under the 
A.I.D. loan be available for recurrent budget items as well, since the 
difficult budget situation has forced the GRZ to cut back drastically 
on many critical development-related recurrent expenditures (e.g., rural 
road maintenance and betterment, operating expenses of the agricultural 
extension service, etc.). 
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The GRZ will establish a separate account for the counterpart ~enerated 
hy thl"' loan funds. The cciunterpart will be dt>positeJ by the rutilk sector 
and p~rnstntals upon the foreiRn exchange from the lnnn beinR mnde nvnil­
able to them. An exception t<' this procedurt" m.1y ht .. n ctHH' whi?rl~ it \•'\'\lld 
hr ne~essAry for nn or~nni~ntion to obtnin a supplemPntnl hud~et, ~1icl1 
could delay the llep0sit of the counterpart by two to three months. 
F. Performance C· j teria 

T~e proposed A.I.D. program loan provides additional support for the 
financial and economic program whtch Zambia has adopted with the assis­
tance of the IMF and the IBRD. Although the A.I.D. loan agreement will 
not contain any additional policy conditions or covenants, it will pro­
vide for consultations between the U.S. and the GRZ concerning the 

Borrower's progress in meeting the targets and objectives of the 
stabilization program and the Borrower's progress il1 meeting the targets 
and objectives of the economic program. 

As noted above 1 the quantitative criteria for the IMF standby arrangement 
include a phased ceiling on overall credit expansion, with a sub-ceiling 
on credit to government, and a phased reduction of payment arrears. The 
program implies a reduction in the rate of credit expansion from 72 per­
cent in 1975 to 17 percen~ in 1976, and a reduction in arrears in foreign 
exchange payments from a~out $200 million in December 1975 to about $90 
million in December 1976 and under $40 million by the end of March, 1977. 
The GRZ has also agreed to eliminate direct import controls gradually as 
the balance of payments situation improves. 

The IBRD performance criteri.a cover agricultural pricing policy, policy 
toward rural development and provincial administration, and budget 
policy. A clause on pricing policy is included in the loan agreement 
between the IBRD and GRZ, which states that the GRZ shall " •.• adopt and 
implement all measures which are necessary to maintain adequate price 
incentives for agricultural production." The other performance cri­
teria are included in separate letters. In the first letter the GRZ 
has noted its intent to strengthen project planning in the Ministry of 
Rural Development, to carry out a management study of the Ministry with 
a view toward possible reorganization, and to strengthen planning and 
administration at the provincial level. In the second letter, the GRZ 
has noted that it has decided to insulate the recurrent and development 
budget from the revenue impact of copper price fluctuations by estab­
lishing a special Development Equalization Account. In years when the 
recurrent budget surplus plus mineral revenues exceed the amount needed 
to finance the development budget, the excess amount will be used to 
build up balances in the Development Equalization Account. These 
balances will be used in years when the recurrent surplus and mineral 
revenues are insufficient to finance development expenditures at an 
appropriate level. 

The nature and frequency of consultations between the GRZ and A.I.D. 
will depend upon the direction in which U.S.-Zambian relationship 
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evolves during the two-year period of the loan. However, the first 
discussions will ~robably be held in late 1976 or early 1977, to coin­
cide with the release of the IBRD Basic Economic Report on Zambia, and 
review by the IMF of Zambia's progress under the Stand-by Arrangement. 
A.I.D. will be particularly interested in those aspects of the program 
which relate to agricultural and rural development. 

G. Loan Terms 

The previous SS million program loan for Zambia was extended on standard 
A.I.D. concessional terms, i.e., 40 year amortization including a 10-year 
grace period, with interest of 2 percent during the grace period and 3 
percent thereafter. Current Security Supporting Assistance loans to 
Middle Eastern countries and Zaire have also been extended on standard 
concessional terms. Givan Zambia's current financial and economic posi­
tion and prospects, and the loan terms made available to other A.I.D. 
borrowers, the proposed loan should be extended on standard concessional 
terms. 

Recommendations 

It is recommended that you authorize a $20 million loan to the Government 
of the Republic of Zambia subject to the following terms: 

a. Repayment to A.I.D. in U.S. dollars within forty (40) years after 
the first disbursement, including a grace period not to exceed ten (10) 
years. 

b. Interest payable to A.I.D. in U.S. dollars at two percent (2%) 
during the grace period and three (3%) thereafter. 

c. Commodities and related services financed under the loan shall 
have their source and origin in the countries included in A.I.D. 
Geographic Code 941. 

d. Such other terms and conditions as AID may deem advisable. 
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Table I 

ZAMBIA: BALANCE OF PAYMENTS, 1974-7f· 

Exports, Goods & NFS 
of which: Copper 

Imports, Goods & NFS 
Net Factor Services and Transfers 

Current Account Balance 

Debt Repayment 
Other Net Capital Flows 
Chanoe in Reserves (+ = decrease) 

of which: IMF, net 

Financial Assistance, gross 

Disbursements from Loans 
Committed bv end 1975 

Suppliers Credits 
Financial Institutions 
Official Assistance 

of which: IBRD 

Others: 
Canadian Loan 
German Loan 
UK Grant 
EEC Grant 
Netherlands Loan 
IBRD Program Loan 

Remaining Gap 

(l)S S mil Hon) 

1974 
Actual 

1,506 
(1,303) 
-1,198 

-240 

+68 

-35 
-173 

-9 

149 

137 

{2) 

(135) 
50 

12 

1975 
Preliminarv 

883 
(726) 

-1,402 
-200 

-719 

-31 
119 /2 
213 
( 22) 

418 

339 

(48) 
(153) 
(138) 

50 

79 

/1 Including repayments of arrears estimated at $76 million. 

ANNEX B 

197G 
Projected 

950 
(780) 

1,020 
-240 

-310 

-126 /1 

55 
(55) 

381 

269 

(41) 
(31) 

(197) 
57 

G3 
{10) 
( 3) 
(10) 
( 8) 
( 2) 
(30) 

49 

/2 Including an accumulation of payments in arrears estimated at $156 million. 

Source: Bank of Zambia, IBRD estimates. 



Table II ANNEX B 

Zambia: Surrmary Balance of Payments Projections 

(Current dollars, million} 

1975 (prelim.) 1976 !/ 1977 1978 1980 1985 

{1) Exports (Incl. NFS) 883.0 950.0 1,331.4 1,728.7 2,102.3 3,559.0 

{2) Imports (Incl. NFS) -l,402.0 -1,020.0 -1,243.8 -1,543.9 -1,935.5 -3,274.2 

(3) Net Factor Services and Transfers - 200 - 240 - 255 - 270 - 305.0 - 390.0 

(4) Current Account Balance - 719 - 310 - 167 .4 - 85.2 - 138.2 - 105. 2 

{5) Net Capital Flows, 
n 
-i ' 

excluding reserves 506.0 + 255.0 + 233.0 + 159.5 + 120 + 120 

: (6) Change of Reserves (+=Decrease} 213.0 55.0 - 65.6 - 74.3 + 18.2 + 14.8 ;· 2/ 
{7) Debt Service Ratio 8 18-- 15 13 16 13 

li IBRD Estimate 

2/ Includes payment of the $76 million in arrears outstanding at the end of 1975. 



PHOJLCT curer.LIST 

A. GENJ::;{AL CRITERIA FOR l'ROJl:CT. 
~-·~ -~,...- _,._-----....--~ ........ --------~-

1. !.\.tP-~.~l'C...:.__L l). J)esc r ibe hl"'W t lw C·'!Hlll it t N's on 
Appr,ipriat ir'nf~ of the Scnnt<' nnd Hou~t' h;1\·1.· 

bPrn or will be notified .:oncerninb thr-

2. 

proj c•ct. 

F:~L-~'1.:::_. __ (1_llj.1) (l)_. 1'rilH. to oblig;1tfon in 
PX<'l'SS 0( $100,QQQ, ''i!l there be (a) e11gineer­

ing, financial, and 0ther plans necessary 
to carry Pot tlH~ nS1>istance ond (b) a rei1:-nnabl'>' 
fin1 estin.ate of the cost to the U.S. of the · 
assistance? 

3. FAA Sec. 6ll(a) (2). If further legislative 
action is required within recipient country, 
what is basis for reasonable expectation 
that such action will be completed in time to 
permit orderly accomplishment of purpose of 
the assistance? 

'•· FAA Sec. 61l(b); App. Sec. 101. If for \\'ater 
01· w,i ter-H~ lated land resource construe tion, 
is thC're a benefit-cost computation made, 
insofar as practicable, in accordance with 
the procedures set forth in the Memorandum 
of the President dated .May 15, 19627 

5. FAA Sec. 6ll(e). If loan is for capital 
assistance, (e.g., construction) project, 
and all U.S. assistance for it will exceed 
$1 million, has Mission Director certified 
the country's capability effectively to 
maintain and utilize the project? 

6. FAA Secs. 209, 619. Is project susceptible 
of execution as part of regional or multi­
lateral project? If so why is project not so 
executed? Information and conclusion whether 
assistance will encourage regional develop­
ment programs. If assiet~nce is for newly 
independent country, is it furnished through 
multiJ.ateral organizations or plans to the 
maximum extent appropriate? 

FY 10 7 l 
Con it r l' :• s i Pllll l 
Prci;1•nt nt ft\n 

Yes. if npplicabl e 

No further 
legislative action 
is required to 
implement the 
program. 

Not applicable 

Not applicable 

Not applicable 
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7. E-~~-s.£~:..:_Q.01 (aj_. Inf1'rmt\ti<'n E1nd .::onc111~\~·11:; 
wh<'th"-'r projl"d \d l l C'111:·0urn~n' C'ff Prts of thc­
country tn: (a) increase the flow of int~r­

nntion11l trade>; (b) foster private initiative 
anJ cnmpetition; (c) encouragl" development 
and use of cooperatives, credit unions, and 
savin~;s and loan associations; (d) discourage 
monopolist 1c practices; (e) improve technical 
efftcicncy of industry, agriculture and 
commerce; and (f) strengthen free labor unions. 

8. 'FAA _S_ec. 601.(b). Information and conclusion 
on how project will encourage U.S. private 
trade and investment abroad and encourage 
private U.S. participation in foreign 
aHsistance programs (including use of private 
trade channels and the services of U.S. 
private enterprise). 

9. FAA Sec. 612(b); Sec. 636(h). Describe steps 
taken to assure that, to the maximum extent 
possible, the country is contributing local 
currencies to meet the cost of contractual 
and other services, and foreign currencies 
owned by the U.S. are utilized to meet the 
cost of contractual and other services. 

10. FAA Sec. 612{d). Does the U.S. own excess 
foreign currency and, if so, what arrange­
ments have been made for its release? 

11. FAA Sec. 6/iOC. Will grant be made to loan 
recipient to pay all or any portion of such 
differential as may exist between U.S. and 
foreign-flag vessel rates? 

(a) Ll'lll\ w I 11 
f im1111.: e i m1·0 n "f 
c orrunod it i c ~~ \>:it Ii 
long-term objective 
of increasing 
Zambia's ability to 
engage in inter­
national trade. 
(b) Under AID Regu­
lation I procedures, 
private initiative 
and competition will 
be fostered. 
(c) No direct imp3ct. 
(d) No direct impact. 
(e) Loan will promot• 
efficiency through 
imports of needed 
commodities. 
(f) No direct impact 

Regulation I assumes 
there will be maximur 
private participatiott 
in transactions fin­
anced under the loan. 

No contractual or 
other services are 
being financed under 
the loan. 

No 

No 
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1. F/\.i\ ~e~_._)O;'_(sl.; Sec. JJ_l.:_. Extc-nt to which 
~ctivity will ~ffectively involve the poor 
ln d~velop~e~t, by ext~nding ncc~ss to 
econc•nq nt loc;\l level, increasing labor­
i1nf'n:i i w.: pro\1\lc tior~, spreading :l nveHtr:ient 
ou~ fro~ citie~ to e~~ll towns and rural 
nrea~: e),.tcnt to which it wtll help 
devPlor cooperatives, especially by 
techntcnl n~sistnnce, to nssist rural 
nnd urban poor to help themselves toward 
helter life. 

2. FAA __ 8'_ . _lQ}.L.J OJA 1 10~].0S ,_j_Qi) 1 107. 
ls as:1 istance being made available: 

a. f:)r aptculture, rural development or 
nutrition; if so, extent to which activity 
is spt"'C '.f ic:illy desir,ned to increase 
productivity and income of rural poor; 
if for agricultural research, is full 
account taken of needs of small farmers; 

b. for popul~tion planning or health; 
if so, extent to which activity extends 
low-CtlSt, integrated dt:>livery systems 
to provide lwalth and furn i ly planning 
servjct~s, esp,_ ~·ially to rural areas. 

• and poo:-; 

c. ior eclucntion, puhllc ndministration, 
0r h111acin resnurces dPvt•lopment; if so. extent 
to wh Leh .:ictivj ty strengthemi non-formal 
euucation, rnakes formal e(lucntion more 
relP.v:int, pspecially for rur:il familles 
and urh:i.n poor, or strenf',thens manage-
m~nt c:i.puhllity of institutions 
enahling thP poor to participate in 
dP.velopment; 

d. for technical assistance, energy, 
resParch, reconstruction, and selected 
dPvelop1!i.:~nt problems; if so, extent 
activity is: 

Not applicable 

Not applicable 

Not applicable 

Not applicable 

Not applicable 



(1) tcchnicnl C'O(T~~r,,t10a nn-1 d<•ve1opm•:-nt, 
esp~cinlly with U.S. privnte And 
voluntary, or rcglonnl nnd inter­
nationel development, orgunlzatl0ns; 

(2) to help alleviate energy problem; 

(3) resenrch into, and evaluRtion of, 
econo~ic development processes 
and techniques; 

(4) reconst~uction nf ter natural or 
ma_1made u is aster; 

(5) for special development problem, 
and to enable proper utilization of 
earlier U.S. infrastructure, etc., 
nssistance; 

(6) for programs of urban develop~ent, 
especially small labor-inter.sive 
rntcrprlses, marketing systems, and 
iinancinl or other institutions to 
help urban poor partlci~ate in 
ec0nomic and social development. 

e. hy Rrants for coordinated private 
ef for-t to develop and dissemin.:ite 
interracdi~te technologies appropriate 
for dcvelopLng countries. 

'L, £.~\___S~·-~·-...:ll_OC1)_; _ __5ec..: _?:_OHJ0_)_. ls the 

4. 

recipient: country willing to cnntriirnt•· 
funds to the µroject, and ln w~1at. manner 
has or will it provide assurances that it 
will provide at least 25% of the costs of 
the progr:un, p1oject, or activity with 
resppct to ~hich the assl~t~ncc is to be 
furnishec! (0r has tlw l:ittP1· cost­
slrnrinr, requ in·ment heen w.1 .... ved for a 
"rel at ivcl y least-dcve lo;i°-d" country)? 

FA.\ S~.f.-~- lcJ.lHb2. Will r,r;mt capita] 
a~sistance be disbur~e<l for project ov2r 
more than 3 years? If so, has justification 
sdtisfHctory to Congre~s b~en made, and 
efforts for other financing? 

Not applicable 

Not applicable 

Not applicable 

Not applicable 

Not applicable 

Not applicable 

Not applicable 

!~ot applicable 

Not applicable 
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). X!~A_:~!:_s_. _£_Q?__;_ ;; __ 1 • f.x:tent to \·:hich 
n5sist~nu' r1>f 1e.cts ilr1pro1•riate e~:.phasis on; 
(.:l) 1•nc11ur.1g!n;~ devel1)1n:1ent of d .. ~nmcr;itic, 
c>c0no1.1lc, political. ,1nd soc::lal instituUnns; 
(h) :~plf-hc>lp in meet1nr, the C"Ot111try's fch'<l 
nr'c>ils; (c) jmproving n'.lail:1hi1 i ty of tr:dncd 
mrnpn•,·pr I 1 th~ count;:y; (d) programn clesl1;ned 
to mi> Pt the c011ntry' ~~ hea1 t·h needs; (e) other 
i::ipnrtnn'° nrpn·> l~f eC.<'n<'mlc. poli.ticnl, and 
~PcL1l d1'\'t.•1npment, fnrluc.!lng lndustry; free 
l nhPr union~:, coopernt i.ves 1 and Voluntnry 
A/',en.: i 29; t rnnsportat ion n:id conmiunica ti on; 
pL'lllnin;~ 1nc\ public aJ::11inlstration; urban 
rlevf'1l•;: .1t 1 and modcrnizat icm of existing 
laws; oi ( f) integrating women into the 
recipient country's national economy. 

6. F.\.ll. -~c·_c::_._?~~l (n2_. Extent to which the assist~nce 
will contribute t) objective of assuring r:ia:ximu..n 
Farticipation in t~e task of e~onomic develop­
ment on the part of ~i1e people of the countr:v. 
throu~h the encouragement of democratic, 
private and local governmental institutions. 

7. T.!~~_P_£.:__~£JJ .. hl.· Describ<:.: N:tent to which 
proftr~m r~cngnizes the µarticul~r needs. 
duslr<'s, and capacttie::; of the people of < ne 
C'(ninti-y; ut~lizes the country's intellectual 
r('~;•Hn·c('3 to cncoura~e in~~ tit ut ional deVt' lop­
men t; :in:i s11pj 1nrts civic educ3tlon and tndning 

8. 

• in .:-kills requlrf'd f0r: i"ff~ctiv·~ participation 
in govt·rnr:i~ntal <md pol it Leal processes 
essential to self-govtrnillent. 

_______ . __ 2l!_;LU.>)_(_:l}_.i__Se_c. 211 (n) (1). 'ln \-:'hat 
\.lays does the activity give rensonable promist> 
of concrlbuting to the development: of economic 
res~urces, or to the fncrrase of productiv~ 
capncities; or of educationRl or other 
institutions directed toward social progress? 

9. }=.:·~~.:~!'.'~_J_Ql~_l:~).,('.D_; __ S r:_c_. _ _ 20 !( ~]-~ec ~-?!J_ ( n) ( 3 l_. 
Infon1atlon and conclusion on an activity's 
economic and ter~nical soundness. 

Not applicable 

Not applicable 

Not applicable 

Not applicable 

Not applicable 
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ltl. L\A }_»' · '.. _.'~ii. \h) iJ• )_; ::_1'<'_. _ .: l l \ 1.)_\.~J. Inf cq 1' 't L'n 
nn•; cc:·\Jw:1011 l·11 ,.,1·tl\·lty 1 s 1cL1tinn:•hlp l1"l• 
;ird c«nsi~tc11c': \Jltt1, otlF•r d•.'Vl'lop::ient ~h·ttvitie:;, 

01HI it~ rontrlln•tion to r~aliznble long-rnnge 
oh_1t>ctivf's. 

11 . X!~1\._ _ ___:~('_c .__2_Q -~_(t~l.~ C)) i S '~S:-!-.. ~)~t@. Inf c r ·•at ion 
nnd Cl•nclun:fo11 on whetho:>r the nctivity will 
contrlhnte to the achievement of self-sustaining 
p,rowth. 

12. FAA_~_P~~Ol~Ll6); Sec_. ~!l(a)(.'i), (6), lnform­
nt ion <1nd cone lusion o.-, possible effects of the 
ass is t1nce on U.S. econoniy, with special reference 
to areas of substantial labor surplus, and extent 
to whlrh U.S. commodities and assistance are 
fur11lshed in a manner consistent with improving 
or s;ifep,unrding the U.S. balonce of payments 
posi.tion. 

l l. !::_1\J\ __ ~:_.'_1·_. __ (i_~)_ilil· Is assistance within country 
or intPn1ationnl organization allocation for 
Fiscal ycnr reported to Congress (or not more 
than $1 mllllon over that figure plus 10%)? 

(h) pcve_lop.ne11 t ./\~sis tance Project Criter l.'.1 _(1_.oans ol!..hl 

1. _FAA 8'_C_:___?.QJ_(p_li:!]_. Information and conclusion 
on nv?llablllty of financing from other free­
world sources, including private sources 
within U.S. 

2. F1\./~-~~-c-~_Zc!l_l_(li_Llli. Inf orrrJ<1 t ion and co;1clusion 
011 capacity of the country to repay the lo;ln, 
including reason.Jblene<:>s of repayment prospects. 

3. FA,\ Sec. 20] (<il. Info::-•nation and conclu:.1-on on 
reasc1~~-hl ~-n.»~s and legality (under laws of coun::. ry 
and U.S.) of lending and relending terms of tlw loan. 

4. FA/~- _Sr:_~:'._.'._ ?n}_(.el. If ln;m ls 1wt rn;1de p11r~:wn1t to 
a rn11lt ll;1tcu1l plan, c-wd tlie <1111c.1n:t of th·· lo.111 
f>XCCt?ds $1'10,(ln(i, h;i~; COllP.iTy suhi:iitti::cl to r .. I.D. 
;rn appJ ic~ t ion for such funds to~;ether with 
assurance:: to indicate that funds will be u~;e<l 

Jn an economically an<l technically sound rn<lnner't 

Not applicable 

Not applicable 

See (c)2., below. 

Not applicable 

Not applicable 

Not applicable 

Hot applicable 
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S. J'AA ~lS~~::_filO.· Drscrlr!"' lw·,.. prc'j<;!\'t ·,.:tll 
pr01'.'0tc the cc1111t ry' r: t>cn11o:::ic devcl(;p:nent 
t<ikinr. tntt' .H:CD\\Ot thi: country'~' hurr.r111 and 
nlterlnl re~ources requlrcr~nts and relation­
~hlp bi!t\..'C\'.11 ultimate ohjectives of the project 
ond uv;:rnll economic dcvelopinC:'nt. 

6. ,\,\ ~·'S....!.._~9J_{f).. What provl:lions have been 
~~<le for n~proprj~te purticipation by the 
rcclplent couut1y 1 s pri\ate enterprise? 

7. f1~!\ __ ~.!~.s._ :~Q_2_(2~. Tot[ll am0unt of money under 
10:1n t•hkh is goin»~ dir('('.tly to private enter­
pri sc, j :> f,Olnf, to intermediate credit 
lnstitutions or other borrowe!'s for use by 
prl•;;it1• cntPrprise, is bt>tng us~d to finance 
imp.•rt~~ fnH:1 private sources, or is otherwl!~e 
(,c- lPg 11:-:C',i to f lnance procu::-emt:nts from 
priv;1t e sources. 

8. FAA _.\!-;E._:_Ji20~-· If assistance is for any 
productive enterpri~e which will compete in the 
U.S. witl> ll.S. enterprise, is there an agreement 
hy tr,f' recipient country to prevent export to 
the U.S. of more than 20% 0f the enterprise's 
annual pF•<luction during the life of the }').in? 

(c) _!'roj_L'!.::t _ _fJiteria Solelv for Securit\' Supportir~i.~ 
Ass i·;t :i1H't.• 

1. FAA Sf~c. I! o-..: w i 1 l r t: i :.; as s i. st :1 n c e trn ;~po r t 
ec-?nomic or polit! cal s ta}dl r ty? 

XA,\ ~:'.f~C_:_G51_Q:l. Is ac;s istance within country 
or. inu~rnat Lonal organizutlon allocaticm fnr 
fiscni year reported to Congress (or not ~nre 
th:m $1 milllon over that figure plus 10%)'! 

Not applicabir 

Not applicable 

Not applicable 

Not applicable 

See Sect. I and II 
of Project Paper. 

Yes 



Cll£CKL1ST OF STATCTORY CRITERIA 
' -· 

COtNTRY CHECKLIST 

A. GENER.At CRITERIA FOR COt'NTRY 

L FAA l'C. L6. If assistance is to a goverrunent, 
bas it f'ngt1gcd in crmsistent pattern 0f gross 
vinlatlons of internationally recognized l~uman 

rirhts'? If so, can it be demonstrated thnt 
sncl1 nssistuncc will directly benefit the 
needy? 

2. FAAS . 481. Has it been determined that 
the governent of recipient country has 
failed to take adequate steps to prevent 
narcotics drugs and other controlled 
substances (as defined by the Comprehensive 
Drug Abuse Prevention and Control Act of 1970) 
pr0duced or processed, in whole or in par.t, 
in such c0untry, or transported through ~rnch 

country, from being sold illegally within 
the jurisdiction of such country to U.S. 
Government personnel or their dependents, 
or from entering the U.S. unlawfully? 

3. FAA Sec. 620(a). Does recipient country furnish 
assistance to Cuba or fail to take appropriate 
st~ps to prevent ships or aircraft under its 
flag from carrying cargoes to or from Cuba? 

4. FAA Sec. 620_(!1_1· l f assi 3t:rnce is t'J ;-i rovern­
ment, has the Secretary of State deternd ned 
that it is not controlled PY the international 
Communist movement? 

No 

No 

a. No 
b. Zambia has no 
ships under its 
registry. 
e. The question of 
Zambian aircraft 
carrying cargo to or 
from C·c1b<1 h:1S not 
arisen to our know­
ledge. However, 
Zambia has diplo­
matic relations with 
Cuba and would bL' 1111 

likely to enft1r 1·c 
sanctions against 
Cuba at our behest. 

Yes. ~ecretarial 

Dete11nln:1 lion No. 
77-1 dated 10/28/7~ 
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5. f,\A Sec. b20(_s:). If asHistance is to ce•:ern­
na•nt. l!: th<.> govf'rnment lh1blc as debtor er 
lmc11ndltionnl p.l1rinwtc-r on on~· d<:l~t tl' 11 l'.S. 
cit i?.en fL'r ~\''N's or s\•rvices furnished ('r 

or\h>n·d ~herl' (a) sud1 cit 1 i:t.'n has exhauf:t t•d 
av.i1 l:lhle lcr,.11 rcmellil·~• nnd (b) dt.•bt if: 1hJt 

lh>nit•J t•r cnntested by such government? 

6. Fi\.!.~~-<:'~~. 6 20 ( l') (1) • If assistance is to a 
g<.'vcrnmPnt, ltas it (including government 
agencies or subdivisions) taken any action 
Fllich hns the eff cct Clf nationalizing, 
rxprnpriating, or otherwise seizing 
ownership or control of property of 
ll. S. citizens or entities benef ically 
owned by them without taking steps to 
discharge its obligations toward such 
citizens or entities? 

7. FAA Sec. 620 f . Is recipient country a 
Communist country? 

8. FA~~--§£!('. 620 (i). Is recipient country in any 
way involved !•, (a) subversion of, or military 
aggression against, the United States or any 
country receiving U.S. assistance, or (b) the 
planning of such subversion or aggression? 

9. FAA Sec. 620 (j). Has the country permit tcd, 
or failed to take adequate measures to prevent, 
the dtl~age or destruction, by mob action, of 
U.S. property? 

10. FM Sec. 20J~ If the country has fai]ed to 
institute the inves ':111enr guaranty pror: n.1m for 
the specific risks of expropriation, in-:.-:otr~rti -­
bi l i ty or confiscation, has the A.I.D. 
Administrator within the past year considered 
denying assistance to such government for thiF, 
reason? 

11. FAA Sec. 620(0); Fishermen's Protective A•t, 
Sec. 5. If country has seized, or imposed 
any ppnalty or sanction against, any U.S. 
fishing activities in interna t i.onal l.;a tcrs, 

a. has any deduction required by Fisher­
men's Protective Act been made? 

b. h;rn complete denial of assistance ~>!?en 

considered by A.I.D. Administrator? 

We ore not a~are of 
any i::ud1 ca!!c. 

No 

No 

No 

No 

No, because no recen· 
effort has been ~ade 
by the U.S. to 
undertake an Invest­
ment Guaranty Agree­
ment with Zambia. 

Not applicable 



12. fAA_f'-'E..:.-~~QJgJ_. Is tl~,- f,C'\·crn~'t::tH cf tht.' 
rt:clricn~ cout~try in default on interest \'r 
frfv-fpa1 of am• /\. J .t'. }.)'.111 t0 th(> C"tmtr:.'7 

l 3. ~-ss:.<:_· 620(s)_. Wh;i.t prrcentage of rount ry 
b11dp.,et is for military expenditures? How 
much of foreign exchange resources spent on 
milltAry e~uipment? How much spent for the 
purd111Re C'f sophisit:icated 1.,reapons system? 
(Consideration of these points is to b<.! 
coordinated with the Bureau for Program 
nnd Policy C0ordinetion, Regional Coordi-
1rnttlrs <ind Ni 1 itarv Assistance Staff (PPC/RC).) 

14. fAA Sec. 620(t). Has the ~ountry severed 
diplomatic relations with the United States? 
Tf so, h.-ive they been resumed and have new 
bilateral assistance agreements been 
negotiated and entered into since such 
resumption? 

15. FAA Sec. 620(u). What is the payment status 
of the country's U.N. Obligations? If the 
country is in arrears, were such arrearages 
taken into account by the A.I.D. Adminis­
trator in determining the current A.I.D. 
Operational Year Budget? 

16. FAA Sec. 666. Do~s the country object, on 
basis of race, religion, national origin 
or sex, to the presence of any officer or 
employee pf the U.S. there to carry out 
economic development program under FAA? 

l?. FAA Sec. 901. Has r-h~ country den-!_rd :it!'; 

citizens the right or opportunity to 
emigrate? 

B. FUNDING CRITERIA FOR C1UNTRY. 

(a) Development Assistance Cetff!try Criteria 

1. FAA Secs. 102(c), (d). Have criteria been 
established, and taken into account, to 
assess commitment and progress of country in 
effectively involving the poor in <level ep­
ment, on such indexes as: (1) small-farm 
labor intensive agriculture, (2) reduced 
infant mortality, (3) population growth, 
(4) equality of income distribution, Rnd 
(5) unemployment. 

No 

Under the FY l 9~5 
assessn:ent cf 
def e11se expenditutl:'f: 
as required by Sect. 
620(s), it was con­
cluded that there is 
no impediment to 
conrddcration of 
eco1iomic aid to 
Zambln. 

No 

CL rent 

No 

No 

Not applicable 



~. l::)f\.~i'C~ .'~tll.(h)J.:?)_._J_!}_~:_ .\.~Qi. S'-~,S_:,_20~; 
2. l_l_\\)J.4).L (7J_. Ucse d.lw <:.'{lent tCl which 
country is: 

(a) Making appropriatl! effort~ to incre;ise 
food production and ir'prove meam; for food 
stortJ~e nnd dlstributinu. 

(b) Cre~ting n favornbte climate for 
for('ign ancl c\omest1c privHtf! enterpri.se 
and inv~stment. 

(c) Increasing the public's role in the 
devplopmentnl process. 

(d) (i) Allocating available budgetary 
resources to develop111ent. 

(il) Diverting such res0urces for 
un.1ecessary militnry expenditure 
.m.:. intervention in affairs of other 
free and independent nations. 

(e) Making ec0nomic, social, and political 
reforms such RS tax collection improvements 
and changes in land tenure arrangemePts, and 
makini progress toward respect for the rule 
c.f law, f ree<1orn of e:xpresslon anll of the 
?ress, and recognizing the i~portance of 
in~ivlduel freedom, inltintJve, ~nd privnte 
enterpris!2. 

(f) Clth~rwise r.;>~;poI1ding to the vitnl 
ec01wmic, politJcal, and social concPrns 0f 
its peop~e, and demonstraring a clear 
determination to take c:ffective self-
help measures. 

3. FAA s~.:::.>.:._ 20l.(J2_L.. 211(;,,!_L· ls the COllntry ;q;ionp, 

tbe 20 c0nr1trl<~s in which ckn:1ur·mcnt assi:.tance 
locins ~1.1y be Ei-Hle in thi.-: f .ls cal year, or ;nr.ong 
th 0 liQ in which <leve:Jn11·n-·;1t a;~d~>::-an,-e ft:Jnts 

(othec th,1.n for self-hf~lj) projects) u:,1y be made? 

4. Fi\!:_\_~-:.£.!_ 115. Will codntry be furnished, in 
same fiscal year, either Hecurity supporting 
assi~:tnnce, or Hldd1e East peace fun~s? If so, 
js nssistnncc for populai~ lon pror,rams, h.1.1m;mi­

tr1rian aid thniugh tnt'.:!nwtion:-d organizntlons, 
or r~gion~l programs? 

Not applicable 

Not applicable 

Not applicable 

Not applicable 

Not applicable 

Not applicable 

Not applicable 

Not applicable 

Not applicable 
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1. ]'t\L~-fu~-· 50~~· ll3s the country cngat;e<l in a 
coo9lbtcn~ pattern of gross vlnlntions of 
in ter:rn t bnn 1 ly recogn lzed human rights? 

2. .F.1\A ~r~c:: __ 5~~. Is the nsHl~1t:uH;e to bP furtil5hed 
to 11 friendly r.ountry, or1~'.11dzation. or hc)<ly 
f'lir,lhl~ t0 rect'lve n:1!'l{stunce? 

'.l. l~.~\.._~l'f~ __ G'l'.l· If c'c.HnrindJt:l!:!s nre to be gr:inte1l 
90 th·1t sale procet:?ds wi 11 accrue to the 
rec lp lcml country, havr• ~;pee. inl Accou11t 
(counterpart) arrangements been made? 

No 

Yes 

Not app lieut:. le. 
This assistance is 
to be a loan. 



ST .11..:·; D ,\ •.: D 1~~>1 CHECKLIST 

l. l-'AA S1.'c_. t>Oz. i\1'<"'! there :1rra11bn;:c11ts to pt•rmit. U.S. ~:·:;111 h1?d1wss Y,·s 

Lu r;\l·tj1· ;l',llC 1 '11ii.t.1hly in the funli~;hjng of ~lHHls ;111d :;l'l'\'Ji'l'S 

f i 11:1 nl· vd 7 

2. FM fi•'l'. f.011(;1). \..'lll nll co~1r.1odity procurement financed be from Yes 

th~, U.S.- c.:\•·· p-t ;1S nlh·::n,•ise d1"'tcnnined by the rrcsidcnt or under 

1klq~:1tion from him? 

3. F,\A Sec_'._ t~Q_~ (<i.2._. If the cooper;; ting ccun try d i:::c drr.ina tes against Yes 

U.S. ;;iarine insur<1nce companies, will 2greL'rcent require that 

marine insurance be placed in the U.S. on COEtl:,odities financed? 

Ii. ].'/\A __ ~c-_£_. __ ~Q~_(tl. If off shore procurcracnt of :1r;ricultural ccrr:modity Yes 

or product is to be financed, is there provision 2gainst such 

procur1'ncnt v;hen the domestic price of such colllfilodity is less than 

p;1ri ty? 

'). F/1/\ S1'r. (08(:1)_. Will U.S. Govcnuncnt f'xccss personal propL~rty 

l11~ 11tili;..1·d \,·J;i,·l:v1·1· pr3clil·;1b1c jn lieu of the procurC'ment of 

Iii W f tt·1:1S? 

,.;ith rl'quir1•mt>nt thnt at least 

•,o l'l'l•• 11!:•,;1 ,,f t·he t;t·,,:·s t.1•n11;11;c of c1'11·1 ... 0<l:lt:les (1·011~putcd 

:., i r· I ,·ly ,.Ill' ,:ry h11k 1«Hr-i1 i·s, c1ry c1rgo l:l1wrs, and t~nkPrs) 

11.""'""J ::'..-•ll ~c !•;·n~:pc1rted 1•11 i'r:i.vately O\\ill'd U.S.-flag 

"" •.; ... rci.;11 ''"~~.:,·ls to the <'XtL·nt th<lt such veEsels are available 

at f:d.r :ind rc:1son3ble rates. 

7. f/1!\ Sf:C. 621. If t•·ch·,Jci'll ;>'.:-:~>is:·;::nce is f:inc.nced, will such 

;,:3! . .d ·-;t..>r11..:2 be ft;rn;_:c;i1cd to the fullest extent practicable as goods 

~md professicnal .:rnd other 8f'P1ices from privote enterprise on a 

contract basis? If the facilities of other Federal agencies will 

be utilized, are they particularly suitable, not competitive with 

private enterprise, and made available without undue interference 

with domestjc progru.ms? 

Yes 

Not 
;o ppl i­
Ccble 



2 

l. _l~\;\_Sf'_C_~_f~Ol_(Ql. If a c.:ipital (e.g., ('onstruct:fon) projeC't, -are 
t•ngir1t:cring ;iud p1·ofC"ssional services of U.S. firms and their 

afftliatcs to be used to the max{r;ol1m C'xtcnt consistent 'With 

') . 
tlw n:ll ic:1,1l :tntt•rpst? 

F :\•\ _Se~.~ _(11 _l_ (cl. 
\Jill tl;c:y be let 
p l .'1 c t i l' :\ h l c 7 

If contr:.tC'.t9 for construct:l.on are to be fin.'.lncC'd, 

on n CCJi1Tf'tit i.ve b..-i~•is to max:liimm extent 

). _F~~ .~.E'.f.~.f~_?q(kl. If for C'On'.;t.n1cUon of p:roductive entcrprlse, 
wlll 3f;grq~atc value of ass{st:-ince to be furnish~d by the U.S. 

:int c>:cced $100 million? 

11. lq~~· __ S_Pc_. __ l_OJ_. If for capital (e.g., construct-fan) project, is 

there provision for A.I.D. approval of contract terms and firms 

to provide engineering, procurement end construction services? 

5. _-'"~'P.·. _S_P_c~_ lO~. Co:-;;pli<!nce with regulations on employment of U.S. 
;}:Hi 1oc.-tl p.:~.:-~•cni1el'1 (A. I.D. Regulation 7). 

(C) Clrlii:>r Re! tr{ct-f0ns 
- ----------- ------- -- --

1. F.\_:\ :,,,c-._ /l)l (1l)_. lf l1L·V:•1•':·i':,·nt 11':in, is int1·r1·~;t r<lte :it lenst 

)/,; 111·r ;·n1n1i'l 1luring ~~1-;11·e pc1-i11ll <\ild at 1c;;st 'ii. pe1· :1nnum 

l l•,·1 e;i(I pr? 

2. _F1\A Src. _ _1_01 (<U_. If fund is establish•_'d !:olely by U.S. conlri­

],1jt i1~.~s .-mrl ;-dr:dnist.rri>d hy an int·ern•3tjonal org:1nization, 

.•,,,,~, Cl);;iptlo.l]Pr G.:·n2ral have :~1H.Jit r:ir,hts? 

3. T!~A 1'~~~ __ 6_20(h). Do arrang2rr.ents preclude promoting or asslsting 

the forejgn nid projects or activities of Co~ITTunist-Bloc countries, 

co,1trdry tc, the best interests of the U.S.? 

4. I·~AA __ Sec ~ _ _i>36_fil. Is fjn:rnc:!ng 1!nt pcnr.i t tcd to be used, without 

waiver, for purchase, long-term lc~se, or exchange of motor 

vehicle manufuctured outside the U.S. or ~uaranty of such trans­

action? 

Not 
app}'i.-­
Ci!b lc 

Not 
appli­
c:1b le 

Not 
appli­
cable 

Not 
appli­
cable 

Not 
2.ppli­
c:;.b le 

Not 
;1pp1 i­
c:ible 

Not 
appli­
cah 1 e 

Yes 

Yes 
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{<t) f:\:<\ ~t~C._ ll~: to pay f,,r pt>rfo\x.;mc~ <'f 11 ·,q t f•'n:~ l'r to 

H<'l \vatc or cc1,'l'l't~ p.r::l'~\8 to pr.1ct ice :ll•L'i\ {pns? 

(h) F.\\ ·!,'f', f/O(!tl_: to cu:»p,Ji!:;1tc mrncrs for 0· .• pi•'PLL\t•·d 

1v\ lt·11·i1l:·l'•l prt'·perty? 

(t~) t.'.:\ '.~»f'. fCO: Io fi.~.•nce police tr:t:tning or other 1.:iw 

1''.\fu 1 ·ct·i..1·nt :)(;:: lstancc, exec-pt for narcotii::s progr::17:s? 

(d) F1\A Sl'C. 662: for Cl A activities? 
~-------

(c) AJ:P.· SPc. 103: to 
W,•--d-~-~

--

pay pcn.sJons, etc., (or military 

pt·r~0 0 1 ~iH!l 7 

(f) ~\j~p-. ~.·c. 107: to pay U.N. i1SSC'5SUH::n ts? 

Yes 

Yes 

Yes 

Yes 

(1~) '-pp. ~N'. _110: to c:n-.:y out pr0vi!>l0ns of FA.A Secs. 209(d) Yes 

. 1d /')l (h)? (tr:L1::[!·r to~ Hltl1;~tcl:al nrr,:rnfz;:ition for 

,,'·ti~ t1ig). 

(h) \·,~). c:,.,~. ')Ol. to h.! u~::.·tl for ~1;~1lixf1y Pr prq1:lg;H1da 

1'.11pt•~·•'S wit ldn ll.S, not :<utlll'rf::(·d by CPn;_~l'l'~:s? 

(!) ~'PP· :; .. f'. ~,nf~: ~o f1:"; i·:h l',·11.•l1.·1•m f1·.·l:; p;'i•1h1ccd in 

th,· l"·nt { i...::1tal ll.S. ti..~ S"•llt1: .... 1st A~;ia f1'( •::;e by r.on·­

ll . f , nn t it •na 1 s? 

Yt'S 




