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FY 1983 ANNUAL BUDGET SUBMISSION

TABLE I - LONG RANGE PLAN BY APPROPRIATION ACCOUNT ($ Thousands)
Country/Office AID/Zambia

DEVELOPMENT FY 1981 FY 1982 FY 1983 REQUEST PLANNING PERIOD
ASSISTANCE EST EST MIN CURR AAPL 1984 1985 1986 1987
Agriculture, Rural
Development and
Nutrition
Grants -_— -— —_ — - - _— 15,000 15,0060
Loans -— —_ — — — — -_— 20,000 20,000

Economic Support Fund

Grants 5,535 10,000 — = 15,000 15,000 15,000 — -
Loans 15,000 10,000 - == 10,000 10,000 20,000 -— -
Total DA and ESF 20,535 20,000 - = 25,000 25,000 35,000 35,000 35,000

PL 480 {non=add)

Title I (10,000) (11,000) — = (12,000} (13,000 {14,000) (15,000} (15,000)
Title II {5,000) — —_— - — - - _ -
Title III — (11,000) — — {12,000) (13,000 (14,000} (15,000} (15,000)
Total Persornel 10.8 17.3 — — 19,5 21.0 21.0 19.0 19.0
USDH 5.3 6.5 — -~ 8.0 9.0 3.0 8.0 8.0
PNDH 4.9 9.7 — — 10.4 10.9 10.9 9.9 9.9
Part-time 0.6 1.1 - — 1.1 1.1 1.1 1.1 1.1
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TABLE IIT - PROJECT OBLIGATIONS BY APPROPRIATION ACCOUNT
FY 1981 to FY 1983
{(§ thousands)

Country/0ffice__AID/Zambia
FISCAL YEAR 1983

APPROPRIATION ACCOUNT FY 1981 FY 1982 MINIMUM | CURRENT AAPL
Economic Support Fund
611-0070 Cormodity :
Import Program (L) 15,000 10,000 | — —-— 10,000
611-0075 Agricultural
Training, Plamning and
Institutional Development (G)| 2,000 1,785 - -_ 4,990
611~0201 Agricultural
Development: Research
and Extension (G) 3,000 2,347 _ — 4,168
6110203 Agriculttural .
Sector Support (G) — 5,215 — — 5,842
611-0204 Chama Area
Development (PVO) (G) 535 653 - — -
Total ESF 20,535 20,000 - — 25,000
PL 480 (non-add)

Title I (10,000) [(11,000) ! - —_ (12,000)

i
Title II (estimate) (5,000) -— L e - —
Title III — (11,000) - - {12,000}




(18-

Ll uiy

—_] - — ~— 1000’s ) 000°0T) 000‘0T | 000’01 00O‘ST| 000'sT] TL2'S unorT
— | —000‘0T] 000’07 0000T| 000°'5T] 059°6 | 0000 L¥L'T | SES’S |Lvz’y Ry
~ | ~-1000‘0T] 000°07 000‘ST| 000°SZ 059°8T} 00007 LyL 9T 5507 8156 1L pusto
— - _— -— - - - - |eve — iy T¥3QL UOTIvTIdaIddy
s -] =] - - — - - ~— iy — vz vZelvZEl 6.6T] 6L61] o {oad) png
UOTIONTE SUORIaN) ~ U
HoTeasq U ueuDM I0F BuTuTRI), Z020~119
FOINOSE] UANH Y UOTIRNpy
IR TeTY JusudoTanag
-] =] - ~— | oo0’s Sa.& 000°0T | 000’07 000‘sTY 000'sT| TLZ'S ueo]
~ | — o000t} 000‘0f 000’0t | 000‘sT] 059’8 | 000‘0T 00S‘T ] ses’'s |ooo‘y HeIo
— § — ] o000t} 000’0l 000‘sT] 000‘sZ}os9‘at ] 00070 00s 9t | ses’ozl TLzte ™ ruotietadoxddy
8TIT
—_] - - —_ - — Jose £59 005 SES ol 1 7 Z86T| 718611 9] (Ond) IUSuDOTaNs] Wwary wumyg Y0Z0-T19
. boofot
te | — | —]o00‘0t} 000‘0Y 000°OT| Z¥8‘s JO00‘E | STZ'S| -—- -1 - [ *IB6T| ZB6T | O JXIMNS aono0g Temymorsty | £0z0-TT9
Wﬁm zT
889 §j — | —JF — - — Y &9t’y Joos’e | L¥e’z | oos 000°c Jooo‘e KIS{ZT | »£86T] o0g6T | o UOTBUDRGE 9 Yoawrsay
IusudoTana TR TNOTIHY 1020~T19
TAL) JussdoTanag
g | ~] —] - - — jo66‘y JooB‘T |ssL‘T Joos 000 {000'T [EaLir Z86T| o861 | © TRUOTINGTISUL ¥ Suyu
-wetd ButuTRil [RmM3nopiby SLOO~TTY
foo GET
%9 | —|] —] - ~— }ooo’s | 000‘0Tj000’0T | 000‘0t] 000'sT | 000 sT]TLZ S woo OET] »S861 aL 1 umRIboxd xcdy ArpounnD 0L00~-1T9
B PN 3309dng OTWou00g
1avy Tod|unw] TveId | ™A ) F - - tﬂﬁ!ﬁ\l..
i
# |msmancfsoe1) 9961 | ca6r | wes1 | €861 | axz { w0 oa | oo | CWE e
WLl INTT2414 | Loarowd 1iva
SHOLLYDI'IRO Ad P61 Al 1861 Ad L hu.. NOLLVOIIS0 Loafous
Eu A0 WV MY § Y ALYNILSY

VIQWZATIV
UE\P:E.

]

VIVQ 132ang LJAr0¥d AL Z78V]

NOLSSIRENS 1320ANE TVANNY €861 Ad



»
{(18~%) 60851 A1V

I3J S,ET ¥ UO POTIIeRD aue auucsiad Iyl {eTqURZ UT
did pye ped YL | -~ (6020-069) Io0(0xg peoy wez-wrz TeuwoTbod
pue SPNTIUT sTelal  “s3oefoxd HUTNUTIUCO se [Tam se

7 ‘uxsaqed
arexbotd JIV SaT3TA
AN I0F IPOUT e pud Odiid
autrtadrd x se 20I0J¥I0oM I3 U ST yws.ﬁm TIwsead se ‘ueibalg eTqURZ/QIV R SOUTS &
*SOTITATIOE UCTEueunTAUT
. jos e I E%m vI/0s@ uodn AfTAaesy ATeI 03 SnuTjuco [T
TIQURT, /AIV a3 jo Abeagmas Blitsy pUR UWOTITIUAIRTANl wexbald a3 UT pejou sy
mmoﬂ.nﬂwm _ j pue ubtseq 309{0xd 107 FUSRIOUT 90I0INIOM
+WoT V8 000°s2 S0IOFAOM peneTay 3 abesped 'IdV¥ [230L
(z1) (zD FJUSUBIOUT SOIOINIoM 20TII0 werbard
(—) (—)] 000°sZ ve’s Jasq 9 0 Jxoddng xogoes exny (0wiify £0Z0-TI9 g
{z1) {(Z1)] 881’61 89T‘¥ Jsq 9 0 UOTSUSIXH ¥ UoXeosay
;uaudoTanaq TR oTIbY T0Z0-T19 ¥
,”, () (—)} oe6’vt | ooo’or | asz 171 o weibarg Iodur ATpowmmd 0L00-T19 | €
! (zZ1) (ZT) (000'2T) III/1I 9T3TL 08¢ 1d 4
(zV) (z1)| 066°F 066'Y Jsd 3] 0 Juaudotaasaq TeuoTINITISUT 3
Bururerd ‘Bururerl Tem3ToTItY GL00~-T19 | T
syoolong BupnuTIUveD
»PPT] V0T | «F8 | «¥8 [ (S8E‘¥T) syooloxg autTadig
TAVY FOMIOVd NOTSIOE |
S ...ﬂﬂ.. Lt : NOLILANOSEa
Beu a0 i UL ) oy LN ANV
{Syjucuniion JO Jaqumy) ‘d0dddV YNV
IDR0IXIOM Uz—nzgﬁgu d —~ _ >h_>_.5%|:2,<m00xm\ wuwior‘m. Zo_m_um.m._ ....... 1
ﬁaﬁu\ﬂm 99T 330 /£x3un0n ONDINVY WYHDO0UL ISOJ0Ud €861 Ad - A TTAVL
NOISSIW4ns

IE90NE TYNNNV €861 Ad



- 6 - Office/Qourtry: AID/Zarbia

TABLE V NARFATIVE

The AID development assistance program in Zambia is changing.
As the country's econamy recovers slowly, the Agency's procram is
gradually moving fram non-project econcmic stablization assistance
to a more program-ariented and project-based effort directed toward

agricultural and rural development.

The CDSS strategy is an ewolutionary one in support of the
joint AID/GRZ objectives to increase food production and raise amall
farm incame. For several years prior to FY 1980, the AID program
in Zambia consisted primarily of commodity import and PL 460 balance
of payments and budgetary support. During those years, Zarbia's
econanic and financial crisis was sc severe that stabilization
assistance was a critical requirement. During this period the need
for structural adjustment and diversification of the econcy especially
towards agricultural and rural development became more and nore
apparent. This cbjective is the central thame of the GRZ's Third
National Development Plan (1979~1983) and Three Year Investment Plan
(1981-1983) developed in conjunction with the recent IMF agreement for
800 million SDR. Under the Plans, pricrity is given to revitalizing
the agricultural sector. This recrientation of development: focus and
the prospect of a steady although heretofore slower than anticipated
econamic recovery has prampted a complementary transition of the AID
program. This transition inwlves a gradual evolution fran purely
non-project stabilization assistance to more development program and
project-based activity.

A cambination of non-project and project assistance as shown in
Table V is especially appropriate at this time in order forr AID to
function in both the policy and action arenas. Technical assistance is
needed not only to help the GRZ implement agricultural programs at to
pramwte needed policy changes. Continued commodity import proxrams
and PL 480 food aid offer foreign exchange and local cwrrexy assigt-
ance to support and influence agricultural policies and initiatives.
Directly complementing these activities are technical assistance and
training programs designed to strengthen GRZ analytical and decision—
making capabilities in relevant policy areas.

The FY 1983 program of § 25 million as reflected in Table V will
allow AID/Zambia to continue the transition toward a more development
oriented program. AID will continue to assist Zambia's economic recovery
through the Cammodity Import Program ($ 10 million) and ths PL 480
Title I/III program ($ 12 million). Both programs will be used to
encourage the GRZ to further rationalize its agricultural oricing policies
and agricultural development strategy. The local currency proceeds will
be utilized in support of these policies and those projects which are
also in line with the AID/GRZ cbjectives of increasing food production
and small fam income. Funds will also be utilized to support the cbject-
ives through the technical assistance, training and other elaments of
an—going projects in Agricultiral Training, Planning and Institutional
Develomrent ($ 5.0 million); Agricultural Develomment - Research and
Estension ($ 4.2 million), and Agricultural Sector Support ($ 5.8 million).



For the above reasons and because of the essential linkages
awong all elements of the AID/Zarbia program and the amall ATD/Zambia
staff to implement it, only an AAPL level is shown in Table V. To do
less is to diminish the influence afforded by the CIP and PL 480 pro-
grams and the key analytical tools, technical expertise and training
needed to influence and guide GRZ policy changes. In addition, it is
extremely difficult to work through the decision package process in a
realistic fashion in light of the vicissitudes of the ESF planning and
allecation of funds processes.

The AID workforce level in Zambia is small given the size, com-
plexity and inter-relationships of all elements of the program. The
projections are the minimm needed to effectively program, monitor and
appraise the program.* This will not be sufficient, however, if
ATD/Zambia does not have the support of cutside resources, especially
from REDSO/EA in Nairobi, and +0 a lesser extent EAAC. If those services
are not available or markedly diminished, the AID staff in Zambia will
need, at the very least, to be doubled. Reliance on a variety of
regional support services is characterized by the following:

(1) Critical support services are provided, e.g., design, con-
tracting, engineering, procurement, legal, financial, etc.

(2) The swport services are furnished and coordinated largely
by REDSO/EA. The proximity of regicnal services has, cn more than one
occasion, allowed AID/Zambia to be responsive to a variety of urgent
requirements in a timely fashion.

(3) As the ATD/Zambia program shifts more and more from balance
of payments support to a development program, REDSO is continuing to
provide a range of design and technical skills needed to formulate and
implement the development program. The experience brought to this effort
from Nairobi is based on area specific knowledge and continuous involve-
ment.

In sum, AID/Zambia's program and the Table V ranking of projects
emanate fram the CDSS objectives and strategy by utilizing the various
tools at the Agency's disposal (loans, grants and food) in a coordinated
and integrated fashion. Continuing support to a recovering econcmy is
recessary to provide AID with the means to influence and reinforce GRZ
policy reform, At the same time key projects have been put in place to
carry out the analyses and provide the training and technical expertise
which is necessary if AID is to assist the GR? to implement needed policy

charges.

* The staff includes a RFFPO and a Project Officer to manage the Regional
Zim-Zam Road. While regional in scope both activities and the
expertise of the incumbents are crucial and an integral part of the
ATD/Zambia program.
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“« 1l - Office/Country: AID/Zambia

PL~480 NARRATIVE

The PL 480 program in the 1970's was used to support the Zambian
econcmy by helping to: (a) narrow wheat, vegetable oll, rice and maize
import deficits; (b) provide balance of payments relief; (c) support the
GRZ agricultural and rural develomment budgets: (d) improve GRZ national
rolicies which provide the framesork for alleviating the need for food
aid; and (e) in the case of Title II, provide humanitarian assistance in

regponse to emergency conditions.
Below is a statistical sumary of recent PL 480 programs in Zambia:

Title I METRIC TONS
Date Signed $ Level Maize Wheat Rice Veg, 0il
12/3/76 $ 5.4 -0~ 16,000 =0~ 5,000
8/4/78 $ 8.4 -0~ 30,000 3,000 4,000
7/18/79 $10.0 -0~ 29,000 4,000 7,000
12/2/79 $12.5 84,000 -0~ ~0- -0~

FY 81 (Est} $10.0 -0~ 57,000 -0~ -0~
Title IT

FY 79 and 80 (Est)* $15.0 48,000 ~Q~ -0- -0~
FY 81 (Est)* $ 7.0 21,450 ~0- -0 -0-

During the 1980's, the PL 480 program will be used to achieve the
above same objectives. However, as the nature of the AID program in Zambia
gradually shifts fram general econcmic support to specific development
activities, PL 480 will be used to complement more directly than it has
in the past specific elements of AID's strategy to (a) increase total food
production and (b} increase the incame of the rural poor.

Recently the GRZ began to reorient its agricultural policies and
initiated a variety of agricultural develomment projects. However, further
improvements in pricing policies and increased GRZ investment in the
agricultural sector are needed to fully tap Zambia's farm potential. For
the past several years producer prices have been consistently below world
market equivalents and this has resulted in implicit taxes on farmers,
subsidies to urban consumers (their numbers tripled in the last 15 years),
lower incomes and rural fammers, reduced incentives for private invest-
ment in the agricultural sector and low levels of agricultural production.

* Includes transport costs.
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Producer prices for agricultural goods need to be réised in
oréer to improve the terms of trade of the farmer vis-a-vics the urban
sector. Furthermore, the difference between the actual coet of pro-
dueing food and the fixed consumer prices results in significant GRZ
subsidy recquirements. For the most part GRZ budget allocations to the
agricultural sector have consisted of these subsidies and rot
agricultural development activities per se.*

In FY 81 the PL 480 Title I and II programs, in con’unction with
the CIP loan and supported by the technical assistance proZects, were
linked to {(a) further GRZ initiatives to rationalize its acricultural
pricing policies, (b) improve terms of trade for the small farmer, (c)
increase producer prices, and (d) a reduction in the size of the GRZ's
maize subsidy. During the FY 82-84 period AID intends to develop, if
possible, a Title I/IIT program that "ties" local currency generations
through a Special Acoount to additional GRZ activities which further
AID's strategy cbjectives. Although there should be less need for maize
imports during these years, deficits in wheat, vegetable o:1 and rice
are expected to continue through the 1980's. The following are rough
projections of food import needs during the early 1980's.

Com

In the mid-1970's Zambia was a surplus producer of its staple, corm. By
1979 only about 50% of the nation's marketed corn consurption

ments (estimated at 720,000 M) were met with domestic procuction, and
the 1980 perfomance was not much better. Although there has been some
recovery in 1981, local supply has still not reached demarxl, which
(given nomal economic conditions) increase at approximately 5% per
annum. Maize self-sufficiency should be achieved by 1982, but even if
there is a shortfall, it can be met with imports fram Zimbabwe or South
Africa. Therefore, corn will probably not be included in the FY 82-84

PL 480 program.
Wheat/Vegetable 0il/Rice

Demand for wheat, vegetable oil and rice far outstrips domestic production,
and foreign exchange shortages have prevented Zambia from purchasing im-
ports necessary to make up the deficit. BAs a result, thes: comodities
are normally scarce even though demand for them is strong. In short, the
supply of these comodities dictates demand.

* According to a recent World Bank report, during the 1975-80 period over
80% of the Ministry of Agriculture's recurrent budget was used for
subsidies, while only 20% was spent on providing actual agricultural
services to the farmers.
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Estimated Average Annual Sml% Demand
Whea.t, Vg. o Oe - -

Est. Annual Actual Annual Imports as %
Demand Supply of Supply
Wheat 160,000 MT 95,000 MT 94%
Vegetable 0il 23,000 Mr .
Rice 18,000 MT 6,770 M7 70%

For FY'82, '83 and '84 ammual Title 1/III shipments of the
following approximate amounts are contemplated:

Wheat 40,000 - 42,000
Veg. 0il 2,600 - 2,700
Rice 2,000 ~ 2,200

Distributicn and Storage

In the late 1970's hostilities in Zimbabwe, Namibia, and Zngola
severely limited Zambia's transport route options which are inherently
complex. With the returm to normal of the lines of cammmications
through Zimbatwe and Mozarbique, however, Zambia's transport constraints
have eased somewhat, and movement of PL 480 food from Indian Ocean ports
to distribution points within Zambia are less risky. However, the per-
formance of East and Scuthern African ports isspotty at best, and, as
a landlocked country, Zambia always remains vulnerable to conditions in
its 8 border nation states. A thorough review of transport conditions
is therefore, required prior to any PL 480 shipment.

There are no serious shortages of physical food grain storage
space in Zambia, although warehouse mismanagement is responsible for
sizeable losses of corn during harvest. Storage capacity should also be
reviewed prior to any PL 480 shipment.

Disincentive Effects

Food grain shipped in the amounts indicated should not result in
any disincentive to domestic food production. On the contrary, the PL 480
program, in conjunction with AID CIP loans and technical assistance
projects, are a means through which ATD is encouraging Zambia to ration-
alize its food policies, producer prices and reduce it agricultural
subsidies. In addition, through demand creation, wheat, rice and vege-
table oil imports during the 1970's served to stimulate domestic production
(e.g., tntil 1975 there was no marketed production of wheat in Zambia;
from 1975 to 1978 wheat production increased an average of 200% per year),
and, if carefully programmed with due consideration for other
agricultural policies should continue to do so in the future.
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VEGETABLE OIL/RICE/WHEAT
MARKETED PRODUCTION AND IMPORTS - 1975/76 to 1983/84

Wheat Veg 0il Rice

1975/76: Domestic Prod. 934 — 9980

Total Supply 63,971 -— 9,990

1976/77: Domestic Prod. 3,459 -— 2,224

Imports 104,905 - 6,000

Total Supply 108,364 - 8,224

Total Supply 99,683 - 8,558

1978/79: Domestic Prod. 6,400 -_— 2,770

Imports 120,235 —_ 5,669

Total Supply 126,635 -— 8,439

1979/80: Domestic Prod. 4,322 -— 1,686
Imports 69,594 —_— -0-

Total Supply 73,916 -— 1,686

1980/81: Domestic Prod. 9,576 — 1,900

Total Supply 79,576 - 4,000

1981/82: Domestic Prod. 10,100 -— 2,800

Total Supply 114,100 -_ 6,300

1982/83: Domestic Prod. 12,000 —_ 3,000

(Est) Imports 100,000 - 5,000

Total Supply 112,000 — 8,000

1983/84: Domestic Prod. 14,000 3,400

(Est) Imports 102,000 —_ 5,000
Total Supply 116,000 —_ 8,400
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