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I. Overview of Special Factors Affectina the USAID Prouram 

The major factors affecting USAID implementation of the bilateral 
economic assistance program are: a) the GRZ's economic 
stabilization and structural adjustment program; and, b) slow 
progress in the areas of public service reform and other 
institutional reforms required to improve governance and reduce 
the widespread perception of abuse of public office. 

Zambia is in the second year of an ambitious economic 
stabilization and structural adjustment program. Bold economic 

.+ reform measures have been effected with evident stabilizing 
impact. Exchange rates are market-determined; import and export 
licenses have largely been abolished, and tariffs have been 
lowered and simplified; price controls and subsidies have been 
abolished; and, tax reform has lowered rates, widened the base 
and provided relief to low wage earners. At the same time, 
government appears to have radically reduced inflation with its 
commitment to a cash-based budget; and, commercial interest rates 
are now in decline. - - . _ _ 
Limited government administrative capacity has stifled 
implementation of the social action program which is designed to 
improve schools, health services, road infrastructure and other 
traditional public services and, in the short-run, i'compensate" 
the public for harsh economic austerity measures. Civil service 
reform, which aims to transform the civil service into a leaner, 
better paid, and more efficient bureaucracy, has only just been 
launched. Poor management structures, lack of qualified 
personnel, and hesitant decision-making have hindered 
privatization, revenue collection, and legal reform. 

The government has drafted leqislation which aims to establish 
a code of conaucr for holders of public office. The Government 
Ethics Act along vith other administrative measures. are being 
--promotedto improve governmental transparency and accountability. 

Zambian agriculture has made a solid recovery from the drought, 
and a bumper maize crop has been harvested. Crop marketing has, 
however, been a problem as the private sector response to the 
opportunities of a liberalized marketing system has been 
constrained by very high interest rates and limited availability 
of credit. 

' Other measures include the updating of the handbook on 
procedure for Ministers of Government; establishment of a Human 
Rights Commission; establishment of a Constitutional Reform 
commission; electoral law reform; and formulation of a technical 
assistance program for the strengthening of the Anti-corruption 
Commission, the Ombudsman, the Drug Enforcement Commission, the 
Zambian Police, the Auditor General's office and the National 
Tender Board. 



11. Prouress Toward Overall Proqram Goal 

Recognizing the changes taking place in Zambia today and the 
social and political factors necessary to make the changes 
successful, the goal of the bilateral economic assistance program 
to Zambia is a socially stable, economically productive, and 
politically active population. While the primary goal indicator, 
GDP per capita, measures economic growth and productivity of the 
population, the Mission is also monitoring living standards as 
reflected by the incidence of poverty, and public stewardship in 
the interest of consolidation of democratic processes. 

Economic contraction is to be expected under current 
stabilization and adjustment measures. Indeed, a further 
contraction of percapita GDP of about four percent is expected 
for 1993, following on neaative ~ e r c a ~ i t a  arowth rates of 6.1 
percent in 1992 and 4.8 percent in 1991. Negative growth in 1993 
is attributable mostly to declines in industrial output as 
manufacturers struggle to cope in-a fast changing and uncertain 
market. The copper sector is maintaining good production levels 
but copper prices have dropped sharply leadinq to lower revenues. 
Higher than expected production and prices for copper and cobalt 
in 1992 countered a sharp drought-induced downturn in 
agricultural output to keep GDP from falling further than 
anticipated. - --I__-- - 
Living condition standards have been falling for more than 2 0  
years for the average Zambian. A November 1991 survey found 67.4 
percent of all Zambian households livina below the Dovertv line 
with an average urban monthly wage equivalent to less than $29. 
The Zambian spirit remains, nevertheless, unbroken. In a June 
1993 country-wide survey conducted under USAIDts Democratic 
Governance project, respondents expressed a moderately positive 
view of their circumstances, with 58.9 percent saying they are 
IoveryM or "fairlyu satisfied with the lives they are leading. 
The poor are evidently finding ways to cope with economic crisis 

3 
and to changed incentives caused by adjustment. Consumption 
patterns are changing and new income-generating activities are 

: being developed, albeit almost exclusively in the informal 
sector. 

While giving their GRZ leadership a better than. average 
performance rating, Zambian survey respondents made it clear that 
a solution to the problem of falling real living standards 
remains the key to their political satisfaction in the long run. 
They have also expressed their concern about perceived corruption 
among public officials, as well as their desire for stronger 
measures to ensure democratic accountability. A sweeping 
majority (70.7 percent) of survey respondents opposed the 
statement that "bribery is very rare among public officials of 
Zambia." Indeed, there is a streak of deep cynicism in the 
Zambian populace about the motivations of political leaders, with 
most respondents (72.5 percent) supporting the notion that "most 
government officials and politicians are mainly concerned with 
enriching themselves." Nevertheless, a large majority (74.5 
percent) of Zambians willingly credit the political transition 
of 1991 with the installation of real democratic aains: far from 
glbecoming another single-party stateoo the current regime offers 
Zambian citizens ''a real choice amonq different political parties 



and candidates. I' 

Visible improvements in the quality of life are critical during 
this period of economic restructuring to reinforce public 
confidence and attitudes for continuation of the program. 
Because the change to a market-driven economy and improvements 
in the quality of life need to occur simultaneously, the Mission 
is supporting two subgoals: a market-oriented economy with broad 
participation, and sustainable improvements in general health 
status. New productive investment and growing domestic saving 
rates will indicate progress toward subgoal one. An array of 
broad health measures, including mortality, life expectancy, HIV 
sero-prevalence rates, and fertility are used for subgoal two. 

New investment 1s a prerequisite for sustainable economic growth 
in Zambia; and, domestic savings, partjcularly of longer-term 
maturity, are key to ensure an adequate pool of financial 
resources for private sector investment expansion. The 
investment /GDP ratio for Zambia measured be low sub-Saharan Africa 
averages at 13 percent in 1991, far below the 29.5 percent 
average attained over the 1965 - 1991 period. Private investment 
as a Dercentaue of GDP for 1993, as projected by the World Bank, 
is ex~ected to be seven Dercent, rising from five and two percent 
in the two preceding years respectively. Gross domestic savinus 
as a Dercentaae of GDP ~resentlv calculate to less than 10 
percent. This ratio needs to double-4~-tRe sty percent level 
if adequate investment is to be attained to ensure long-term 
sustaiqable growth. 

Predictably, as economic problems have worsened, there has been 
an erosion in the quality of health care servlces 'in Zambia in 
recent years. The country's health statistics now reflect this. 
For example, life exDectancv ( 5 2 . 9  vears for men and 55 vears for 
women) and infant mortalitv (107 Der 1000 live births) are now 
comparable to those of other low income countries, whereas 
Zambia's health sector investments in the 1960's and 70's had 
paid off in significantly better performance until recently. The 
public health care system is suffering from under-investment and 
over-subscription. The HIV/AIDS pandemrc aqgravates the 
situation, increasing demand on the already over-burdened system. 
Available data, as shown, and other anecdotal evldence suggest 
that the incidence of HIV and AIDS in the ~opulation is already 
hiah and on the rise. 

Zambia's high rate of ~ o ~ u l a t i o n  growth. 3.2 Dercent Der veaE, 
together with the high dependency ratio of over 100 percent, 
makes the objective of positive percapita growth a difficult 
challenge. The 1992 Demoqraphic and Health Survey found evidence 
though that fertilitv levels have declined over the past decade. 
If fertility were to remain constant at the levels measured in 
the survey, a Zambian woman would bear 6.5 children in her 
lifetime. This is lower than the rate of 7.2 estimated from the 
1980 census data, implying a decline of about 10 percent over the 
past decade. 



111. Proqress Toward Strate~ic Obiectives and Related Indicators 

Four strategic objectives (SO) and two targets of opportunity 
(TO) delineate tne bilateral economlc assistance program to 
Zambia. 

A. Target of Opportunity fl: Improved democratic governance. 

This component of the program strategy targets both civic society 
and the governmental sector in a *ldemand/~upply~~ relationship to 
improve democratic governance. Specifically, USAID seeks to make 
public decision-making more accessible and effective. by- 
increasing citizen awareness of rights and responsibilities, 
enabling independent journalism, enhancing legislative 
performance, and improving public policy implementation. Public 
surveys of citizen perceptions and confidence in their 
government's ability to bring about positive long-run change in 
the manner in which political, economic'and social institutions 
function will be used to measure performance generally. Other 
measures are absolute in terms of key actions taken, i.e. actions 
will be monitored and assessed as having occurred or not. 

As cited previously, Zambian public o~inion is favorable toward 
the Movement for Multi~artv Democracv and its handling of 
governmental affairs since coming to power in free and fair 
elections in October 1991. Some44 -percent-of the population 
assess the performance of the MMD as @lgoodw or "very goodt1, while 
half as many believe performance has been "poor1* or "very poorm. 

Constitutional reform 1s the foundation upon which the GRZ has 
proposed to guarantee basic human rights and democratic 
processes. While the debate on constitutional reform is on, it 
has not yet moved beyond procedural considerations. 

Similarly, work in the area of civic education is just beginning, 
but baseline survey work has been completed. Following are 
selected results on Zambian citizen ~olitical knowledue and 
part iciwation: - "A soiid majority of Zambians are attitudinally predisposed 

to become active citizens; - while the evidence is mixed, Dany respondents express a 
set of political values that form a basis for the emergence - of a democratic political culture; - there is considerable confusion among respondents about 
the distinct functions of political parties and government, 
and between central and local governments; - between elections, mass political participation is quite 
extensive in community arenas, but rarely involves contacts 
with elected representatives; - about one-third of eligible voters are not registered to 
vote. 

Initial efforts to achieve the media inde~endence target are 
focussed on policy reform. Assistance has been provided for,the 
preparation of Cabinet memoranda on the privatization of the 
state-owned print and broadcast media and for regulatory and 
legislative change to improve access to, and dissemination of, 
public information as well as to remove restrictions on freedom 
of expression. Although the GRZ seems to be vacillating on 



privatization of state-owned media, an open opportunity for 
private media to operate is sougnt ac minimum. Several private 
newspapers are now publishing regularly, despite regulatory and 
legislative constraints which could conceivably be enforced to 
make the cost of doing business prohibitive. Performance 
indicators which reflect what is expected to be an increasingly 
competitive and private market have been identified. 

A more active and critical role in policy-making and oversight 
is expected of the National Assembly as a result of program 
strategy on legislative reform, but USAID-supported activity is 
essentially suspended on this front due to a perceived Jack og 
commitment to ~roiect objectives bv the lona-time Sneaker of the 
Parliament. Strategic subtargets include reorganization of 
structures and the opening of procedures within the Assembly, and 
a more active opposition and backbench. U S A I D  is nevertheless 
encouraged by individual members of Parliament that opportunity 
to reactivate project support will come as the participatory 
process of constitutional reform can be expected to raise issues 
on the separation of governmental powers and expose the weakness 
of the National Assembly vis a vis qhar of the strong Executive 
branch. 

- Taken together, activities targeted to improve public policy 
implementation will enable Cabinet Office to more effectively 
perf o m  its role of "nerve center" -.-a .-g~vernment , i. e. 
coordinating and monitoring the implementation of public policy. 
In particular, the Cabinet will attain better understanding of 
the implications of ministerialproposals, ministries will become 
accountable for specific tasks, and in general, the business of 
government should become more transparent. Eventually, there 
should be evidence that Cabinet Office 1s playing a more active 
and effective role in policy coordination and implementation. 
To date, accomplishments are unmeasurable as they relate only to 
early oraanizat ional strenathenina and mana-ctement svstems 
plannina for Cabinet Office and liaison offices of line 
ministries. 

B. strategic Objective ll: The state removed fromthe provision 
of private goods and services. 

Undoing the inappropriate policies of the past and extractingthe 
state from what should be private markets is the first step in 
reviving private sector investment in Zambia., Acknowledqing that 
parastatals are a drain on the national budget and a barrier to 
private sector growth, the GRZ has committed to divestiture of 
the 170 parastatals which have dominated economic activity for 
twenty years in Zambia. Currently targeted are the 152 
subsidiaries of a large holding company which are involved in 
every sector from mines to bakeries. All of these parastatals 
are to be sold, liquidated or contracted out to private 
management within five years. The aim of USAID strategy is to 
ensure that necessary conditions for privatization are 
established, firms are prepared for divestiture, and deals are 
consummated. Target indicators identify step-by-step progress 
toward divestiture, while the indicators for the strategic 
objective report the relative size of the private and parastatal 
sectors. 



of the total 170 ~arastatal com~anies. s i x  -.qere ~rivatized in 
1993. Lv'hiie donors are relieved chat the process is finally 
underway, the completion of only srx sales in FY 1993 is 
disappointing. Donors, following the USAID lead, are now 
questioning the political w l l l  of the GRZ on this key component 
of economic restructuring, and confronting leadership at the 
highest levels to secure renewed statements of policy. Further, 
clear direction to parastatal management and key ministerial 
leadership and staff ro cooperate in and expedite the 
privatization process is required. 

protracted negotiations are another reason why more sales were 
not completed. This is due to three factors: First, a swift and 
unexpected appreciation of the kwacha led to increased prices to 
be paid for the parastatals being sold as all prices were tied 
to the dollar. Some bidders subsequently dropped out at very . 
late stages of negotiations due to lack of funding, leading to 
re-tender or fresh negotiation with an alternate bidder. Second, 
there was occasional confusion'or disagreement within the 
independent and support negotiating teams on the government side. 
Third, there have been signing delays due to legal action from 
losing bidders, and to lack of an effective tracking mechanism 
for the approval of agreements by the Attorney General and the 
Minister of Finance. These problems are being resolved by better 
tracking mechanisms and clearer guidelines for negotiations 
within the Zambia Privatization-Acjenty -4 ZPA)  , provision of 
negotiations skill training by USAID, and better documentation 
of bidder financing before negotiations start. 

Supportive public opinion is critical if privatization is not to 
be derailed. Recent research and press show that there is 
suspicion of foreign investors and of some domestic minority 
groups buying SOEs; in fact, only 39.4 percent of survey 
respondents said they supported privatization. U S A I D  is 
financing technical assistance to educate the public on the 
privatization process and the expected benefits of economic 
restructuring. 

TO ensure naximun opportunity for Zambian participation in the 
privatizat~on program, .Jarlous investment and financing schemes 
are being established to complement existing methods of 
divestiture already included in the Privatization Act.' These 
include privatization trust funds, investments funds, unit 
trusts, and venture capital funds. A Privatization Trust Fund 
has already been established. It is designed as a warehousing 
facility whereby small holdings of company shares will be held 
in trust for sale to ordinary Zambians as the security market 
develops. 

The assessment of potential environmental liabilities as a step 

Methods approved in the Privatization Act are: public 
offering of shares, private sale of shares through negotiated 
competitive bids, offer of additional shares in a SOE to reduce 
government share holding, sale of the assets and business of the 
SOE, reorganization of .the SOE before the sale of the whole or 
part of the SOE, nanagement or employee buy-outs, and lease and 
management contracts. 



in the preparation of the state owned enterprises for divestiture 
has already resulted in the identification of two significant 
polluters. One is a cement plant with excessive dust problems 
and the other is a chemicals plant which produces explosives for 
the mining industry. An existing minority share owner of the 
cement plant which will be buying the majority holdings of the 
government has agreed as a condition of sale to clean up the dust 
problem to international standards. The fate of the chemicals 
plant remains to be determined. 

C, Strategic Objective #2: Appropriate policies, laws and 
regulations promulgated and enforced for increased agricultural 
production. 

Zambian agricultural production has recovered fully from the 
exceptional drought of the 1991/92 production season. A bum~er 
maize crop of an estimated 1.62 million metric tons has been 

- produced; a record crop of 60,000 tons of sorghum has been 
harvested; the tobacco crop is the largest on record at 10,000 
tons; and, hectarage planted in cotton, wheat, groundnuts and 
sunflower was up 10-40 percent from-the previous year with good 
harvests in all cases. 

.r 
The increase in hectaraqe planted was a positive resbonse bv 
farmers to sectoral adiustments. Liberalization of marketing 
structures has failed though to qarnerSkesame-kind of private 
response. Chief among the problems for the marketina of the 
s t a ~ l e  maize croD has been the uncertain and tentative position 
of prospective private buyers who are constrained by lack of 
financing and storage facilities. The lingering effects of the 
inherent mentality of a command-driven system on the part of the 
politicians has contributed in no small way to market 
uncertainties; and, now, after much confusion, the bulk of the 
crop is again being purchased by government agents. 

~arqe-scale industrial maize millinu is laraelv state-owned. but 
due to be urivatized within the next twelve months. Improved 
crop processing efficiencies coupled with higher production 
levels and improved marketing systems are the means to lower food 
prices to the consumer. These developments are critical, as free 
market pricing and the discontinuation of processinq and consumer 
subsidies on the staple maize meal has resulted in commercial - prices which the typical Zambian household finds difficult to 
afford. Food security at the household level is thus rightfully 
an issue with which the politicians are concerned. 

Small-scale private hammermillers are ca~turinu a arowinq 
percentaae of the ~rocessins market as policy reforms have 
allowed hammermillers to compete freely with the parastatals. 
There are now about 5,000 hammermills empl'oying some 8,000 to 
10,000 workers. They provide close to 100 percent of rural 
resident processinq needs and an increasingly important share of 
urban processing requirements, They are as such providing a key 
source of relief to the high prices of the ineffectively managed 
commercial mills. Although the longterm prospects for the urban 
based hammermills are dubious because of the economies of scale 
advantage of the industrial mills, rhe rural hammermills offer 
sound investment potential. Already, a growing number of rural- 
based hammermillers have proven themselves to be successful 



businessmen, and expansion of nilling operatlons and auxiliary 
or additional businesses is becoming more common. Project 
monitoring under USAIDfs ZAMS (Agricultural Marketing Support) 
project has found that up to 35 percent of the rural millers 
have ventured into ancillary entrepreneurial efforts. It is 
clear that hammermills are now the predominant rural non-farm 
agribusiness in Zambia. 

The experience of the 1993 maize marketing season indicates how 
far the country needs to go yet to establish a fully operational 
competitive market. Twenty-five years of state dominance of the 
economy has left both the public and private sectors ill-prepared 
to act in a market economy. The overriding question for the 
transition period is how government can refrain from direct 
intervention in the economy but still ,provide support for the 
market'to allow economic growth. While USAID'S ZATPID I1 project 
provided the technical capability for the identification, 
development and promulgation of important fundamental sectoral 
reforms, it remains clear that 'if the structural adjustment 
program is to have the desired effect of creatlnq sustainable 
growth, increased employment o~portunities and economic 
prosperity, the reforms will need to be deepened and effectively 
implemented. This is a difficult and painful process for a 
country that had, until recently, actively and aggressively 
discouraged entrepreneurship, institutionalized state control 
over the factors of production md-monopolized the productive 
sector, including agriculture. USAID is now considering means 
by which to support second generation reforms and policy 
development to effect the needed change and prevent policy 
reversals as implementation problems are encountered. 

D. Strategic Objective #3: Increased use of modern 
contraceptives. 

The GRZ adopted a population policy in 1989 which among other 
objectives specified the following: reduction of population 
growth to 2.5 percent by the year 2015; and decline in total 
fertility from 7.2 births to 6.0 and 1.0 by the years 2000 and 
2015 respectively. USAID authorized the bilateral Family 
Planning Services (611-0235) project at the end or FY 1993 to 
assist the GRZ in meeting these targets by addressing the 
constraints to increased use of modern contraceptives. Four 
components are encompassed within the overall project: 
contraceptive social marketing; information, education and : 
counseling; service delivery; and, policy development. 

The primary indicators for the strategic objective are couple 
years protection, and the contraceptive prevalence rate among 
women. Target indicators will measure intent to use family 
planning, beneficiary satisfaction with access to family 
planning, range of services offered, and retention rates among 
family planning acceptors. 

E. Strategic Objective 4 :  Improved HIV/AIDS/STD control 
practices by high risk individuals. 

The AIDS epidemic in Zambia is among the worst in the world. 
Although epidemiologic data concerning HIV/AIDS are not 
comprehensive and, at times, are conflicting, GRZ sentinel 



surveillance surveys conducted in 1990 indicate HIV prevalence 
rates ranging from 13 percent (Mukinge rural) to 30 percent 
(Solwezi peri-urban) among pregnant women attending antenatal 
clinics. Prevalence rates among patients attending STD clinics 
in the provinces ranged from 33 percenr to 71 percent in 1991. 
A s  of October 1993, 29,734 cumulative cases of AIDS and AIDS- 
related complex had been officially reported. 

Late in FY 1992 USAID obligated the HIV/AIDS Prevention Project 
to improve public health education, provide greater access to 
condoms, reduce HIV transmission through cost-effective STD 
treatment, and strengthen multi-sectoral support for 
implementation of the National AIDS Prevention and Control 
Program. The Morehouse School of Medicine was awarded a 
Cooperative Agreement in late FY 1993 to implement the project. 
Establishment of baseline data for program monitoring and 
evaluation purposes is just getting started. Measures at the 
objective level will gauge high-risk sexual behavior. Target 
indicators will measure knowledqe about ways of protecting 
against HIV infection, access to condoms, cost-effective control 
of STDs, and improved policies which will facilitate 
implementation of the National AIDS Prevention and Control 
Program. The USAID-sponsored condom social marketing program, 
which is being implenmented by PSI under cooperative agreement, 
sold 4.2 million condoms in the first eleven months of operation 
to surpass the first year goal of four inrllion--- - 

F.. Target of Opportunity 62: Child Survival Enhanced. 

Given high and rising levels of infant and child mortality, and 
identified gaps in donor funding, USAID plans to assist the GRZ 
in developing programs to improve the health of children. Such 
assistance can complement the GRZ health reform program and 
address sustainability issues of primary and maternal child 
health care. USAID1s plan is to focus on three major causes of 
infant and child mortality: diarrheal diseases, malaria, and 
acute respiratory infection. In addition, USAID gill become 
proactive in public policy development affectinq health care 
financing. While program reasibility and preliminary design work 
has just bequn, possible measures to be tracked may include 
quality of care and treatment of diarrheal diseases and ARI, 
treatment protocols and diagnosis of malaria, and identification 
of a strategy to increase the funding available for PHC/MCH 
programs. 



IV. other Prouress in Prioritv Areas 

The A.I.D. Administrator has established four priority areas 
which the Agency is emphasizing in pursuing sustainable 
development: encouraqing broad-based economicgrowth; protecting 
the environment; stabilizing population growth and protecting 
human health; and, building democracy. The Zambia bilateral 
program corresponds weil to these Agency priorities; and, 
bilateral proaram impact as it relates to Aqency priorities is 
presented within the preceding reporting context of bilateral 
objectives and the two targets of opportunity. 

The Zambia bilateral program strategy and its relation to Agency 
priorities is summarized as follows. Economic arowth is sought 
by: a) satisfying the major prerequisite to the establishment of 
a market-oriented economy, i. e. the removal of the state from the 
provision of qoods and services which the private sector can 
otherwise provide more effectively ; and, b) legal, regulatory and 

- : systemic changes to deepen economic reform and support 
agricultural sector liberalization. In the area of environment, 
sustainable resource management will feature heavily in USAID'S 
work on Zambia's land tenure system, and industrial-source 
pollution is being identified and damage assessed as part of 
USAID8s work on the packaging of firms for government divestiture - of state-owned enterprise. USAIDrs democratic aovernance program - 
in Zambia targets improved accesf- t~--anheff ective decision- 
making by government. Health sector investments aim to a) reduce 
fertility rates, b) reduce HIV/AIDS transmission rates, and c) 
improve infant and child mortality and morbidity rates. 
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