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PREFACE
 

Study 	Objectives
 

This report presents the findings of a case study of the Zambia
 
PL 480 Title I program.* It is the fourth in a series of five
 
case studies designed to meet the following objectives:
 

o 
 To assist AID and host countries to understand better how
 
PL 480 resources are being programmed, including the
 
identification, : gotiation and monitoring of self-help
 
provisions and the mechanisms developed to program and
 
manage local currency sales proceeds.
 

O 	 To 
provide other USAID Missions and host countries with
 
information useful for replication of successful
 
experiences in the use of Titles I and III as development
 
tools, for improvements on past performance, and for the
 
identificat.Lon of likely pitfalls in the process that may
 
be guarded against.
 

0 	 From lessons learned from each case study, and from a 
comparative analysis of all five cases, to provide the 
Agency and host countries with an improved understanding
 
of some of the implications of this kind of program

assistance which may be useful for the 
 design,
 
implementation and evaluation of other kinds of
 
non-project assistance.
 

Country Selection
 

The Agency used the following criteria to select countries for
 
the case studies:
 

o 	 Country pLograms would be selected from several
 
geographic regions;
 

o 	 The PL 480 orogrmnis would have been in rperation long
 
enough fcr sufficient data to be available zor analysis;
 

o 	 There was consensus in the Agency that the programs had
 
been successful;
 

0 	 Programs selected would represent different approaches to 
using PL 480 resources for development; and 

The study also examines the programming and management of
 
local 	currencies generated under the Missions's Title II
 
monet.zation and CIP programs since these 
are closely
 
integcated.
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o Programs would be 
 sufficiently representative that

generalizations from the 
studies would be useful for otner
 
country settings.
 

Zambia's program 
was 
chosen for the Africa region because it
had a reasonably long 10-year period 
of continuous operation;
it was generally 
 considered to have sufficiently specific

self--help commitments to permit appraisal of probable impact;

and it appeared to exemplify the type of integration of PL 
480
and other US resources that 
the Agency is seeking increasingly

to 
attain in those country assistance programs where a variety

of resources are available.
 

Study Approach
 

Based 
on the first two pilot case studies--one of the Title I
 program in Tunisia, 
and the other of the Title II, Section 206
 program in Mali--a methodology 
for the next three case studies
 was developed. The major sets of questions, organized 
in terms

of key issues to be addressed, are included 
on page 6 of the PL

480 Pilot Case Study Report, RONCO, January 1985. 
 These sets
of questions are 
used as a. guide for all of the case studies.
 
However, the nature 
of each individual country program and 
tne
types of data available condition the relative weight given to

each issue. The Scope of Work of this study is includea as 
Annex A.
 

Team Composi tion
 

The evaluation team Zambia wasfor composed of an Agricultural
Development 
Officer and Economic Consultant (team leader); an
Economist from the 
Policy, Planning and Evaluation Division of
the Bureau for Food for Peace 
and Private Voluntary Assistance
 
in AID/W; and a Political Scientist 
 from Michigan State
University. 
 The latter two had spent considerable time in
Zambia in development work prior 
to this assignment.
 

Methodology
 

Discussions were 
held initially in Washington, D.C. with USG
officials from different 
agencies familiar the
with program.

The team then traveled to Lusaka 
in late November for three
weeks of 
intensive study. Discussions were held 
with personnel

at all levels 
in the GRZ and USAID who had seen involved witi

the program. Discussions 
also were neld with other memibers
the donor community located in Lusaka. 

of
 
After the return of the
team, additional contact.s were 
made with AID personnel in Kenya.
 

Unfortunately John Patterson, the principal 
 architect and
administrator of the PL 480 
program, was on
away consultation
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when the team arrived and his return wau unexpectedly delayed.
 
The team was very disappointed that it was impossible,
 
therefore, to explore issues more directly with him.
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COUNTRY BACKGROUND*
 

The population of Zambia 
is 6.6 million with a growth rate of
about 3.2 percent per annum. 
 Over 45 percent of the population
lives in urban areas, making Zambia one of 
the most urbanized
societies in Africa 
south of the Sahara. Zambia's per capita
gross domestic product (GDP) is 
 estimated at slightly under
K700 for 
1984 and about i5-20% higher in 1985. At a ratio of
about K2:US$i early 
 in 1985, per capita income would oe
$400-450. However, the
at 
 exchange rate prevailing after

October 3, 1985, 
it would be about $200 
per capita.
 

Mining is most
the important 
 sector and accounted for 32
percent of 
GDP for many years. After a period 
of decline in
the 1970's, the relative share of mining in GDP has recently
begun to some
snow improvement due 
to devaluation as well as
increased efficiency in industry.
the Despite the significant
decline in copper prices, 
the copper industry earns 
over
percent of Zambia's foreign exchange 
90
 

and remains the primary
determinant 
of Zambia's economic and financial performance.

Other major contributors 
to GDP in 1984 were manufacturing, 19
 
percent; and agriculture, 17 percent.
 

The Zambian economy is 
further characterized by extreme 
dualism
between 
 an urban-oriented 
 modern sector 
 and the rural
agricultural sector. 
 Moreover, ooth the urban 
 and rural
sectors are dualistic. Both sectors are 
split between a formal
and an informal subsector: in general 
 the former consists of
larger, more modern, capital-intensive, higher wage 
activities,
while the latter sector involves 
relatively low-skilled and
 
more labor-intensive activities.
 

The agricultural 
sector retains the same structure it had at
independence (1964). the
On one 
hand are large commercial
farmers, located 
mainly on the line-of-rail and other major
arteries, using modern and 
capital-intensive methods 
to produce
cereals, beef, poultry tobacco.
and On the other hand, there
 are approximately 
 600,000 smallholder subsistence 
 farmers,
widely dispersed on land 
 of varying quality, following

traditional 
 methods of farming 
 to produce maize, cassava,
millet, grounanuts, sorghum and free-grazed 
beef. There is,
however, a growin- emerging farmer 
 group whicb uses 
 both
traditional and rnodern 
techniques in producing for 
the market.
 

* This section was extracted largely from the "Zambia Auction
Program Support" PAAD; Lusai{a USAID/Zambia, October 1985.
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The fundamental development problem in Zambia is to diversify

the economy by reducing dependence on the mining sector and
 
increasing emphasis on the high potential yet low--performance

agricultural sector. Of Zambia's estimated 75 million hectares
 
about one third are well suited to agriculture. Of the 25
 
million hectares well suited to agriculture, 12 million are
 
cropped intermittently but only about 2 million ace cropped
 
annually.
 

Zambia's landlocked position and heavy economic dependence 
on
 
copper Lnas made it particularly vulnerable to events outside
 
its control. Factors inhibiting growth have been the country's
 
dependence on copper and on imported goods; sectoral income
 
differentials; wage adjustments which were often unrelated to
 
productivity gains; and rapid urbanization. The manufacturing
 
sector's dependency on imported inputs has placed increasing
 
demands on scarce foreign exchange. Given the economy's
 
inability to meet the sector's requirements, capacity
 
utilization, manufacturing output and employment have fallen.
 

Severe balance of payments deficits made it necessary to search
 
for sources of external financing. This in turn led to
 
mounting foreign debt and debt service requirements which the
 
economy was not 
able to meet. The fall in mining revenues 
negatively affected the domestic economy and contributed to 
large gaps in the public budget between revenues and 
expenditures. The government's response was to reduce capital 
expenditures and borrow from the domestic banking system, which 
led to monetary expansion and inflationary pressures. Faced
 
with a declining mineral resource base, deteriorating terms of
 
trade, falling incomes and level of living, and growing
 
unemployment and underemployment, the need for economic
 
diversification could not be further postponed.
 

The Government of the Republic of Zambia (GRZ) has recently
 
undertaken a substantial number of pricing and other economic
 
reforms and has agreed to implement still more reforms within
 
the next two years. These include:
 

0 	 Providing incentives to producers and exporters of 
agricultural and industrial products, taking into
 
consideration market forces;
 

o 	 Ensuring the competitiveness of exports through an active
 
exchange rate po'.icy;
 

o 	 Using tariffs and interest rates to reverse past trends of
 
import dependence and capital intensity;
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o 
 Liberalizing administrative restrictions 
on foreign trade
and the licensing of production in order to 
improve the
allocation of resources and to 
 encourage investment in
 
productive activities;
 

o Reducing the Government's deficit and 
 domestic bank
borrowing by reducing 
expenditures 
 on personnel costs,

subsidies and other 
recurrent outlays;
 

Improving 
 olanning and budgetary procedures to shift
 resources to productive uses 
and economic investments;
 

o Allowing greatez: 
 competition in 
 the procurement and
selling of food 
 crops. The National Agricultural

Marketing Board 
(1,AMBoard) 
will move towards Lhe role of
buyer 
and seller of last resort, using system
a of floor
and intervention-selling 
prices for agricultural produce

and inputs, respectively;
 

o Strengthening the 
 technical and managerial capacity of
Zambia Industrial and Mining Corporation (ZIMCO), which is
the holding company of 
most state-controlled enterprises;
 

o Restructuring tine energy sector to brina about lesser
 
dependence on imported oil.
 

On October 4, 1985, the 
GRZ put a new foreign exchange rate
auction system into effect 
to allow internal market 
forces to
determine 
 the kwacha value 
 and distribution 
 of available
foreign exchange. 
 This major and bold reform, given that
kwacha was significantly and chronically overvalued 
the
 

under
previoLIs, controlled system, 
the
 

is the linchpin that underlies f-e
viability of the agricultural pricing and marketing reforms.
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I. EXECUTIVE SUMMARY
 

A. 	 General
 

This report is the fourth in a series of five case studies
 
aimed at identifying how PL 480 programs can be better designed

and managed to increase their developmental effectiveness.
 
Zambia's Title I Program was 
chosen because it had a reasonably

long period of continuous operation, called for sufficiently

specific self-help commitments to permit an appraisal of
 
effectiveness, and appeared to exemplify the type of 
overall
 
program integration the Agency is seeking to attain. The
 
evaluation examines the processes by which Self-Help Measures
 
(SHMs) and local currency uses are identified, negotiated,

implemented, and monitored; assesses the congruence of SHM3 and
 
government actions; examines the adequacy of analyses

supporting the SHMs; and identifies lessons learned.
 

B. 	 Country Background
 

Zambia is a country of 6.6 million with a growth rate of 3.2
 
percent per annum. 
 Over 45 percent of the population is
 
urbanized. Per capita income was estimated at 
about $400-$450
 
in 1985. However, it would be about $200 per capita at the
 
exchange rate prevailing after October 3, 1985.
 

Zambia's economy is characterized by:
 

0 	 Heavy dependence on copper, an export subject to wide 
price swings on the international market; 

0 	 Dup.:I.sm between an urban-oriented modern sector and the 
rural agricultural sector; and 

o 	 Dualism within the agricultural sector between a small
 
number of expatriate commercial farmers using modern,
 
capital-intensive techniques and the vast number of
 
Zambian farmers using traditional, subsistence technology.
 

The fundamental development 
problem in Zambia is to diversify
 
the economy by reducing dependence on the mining sector and
 
increasing emphasis on tihe high potential yet low-performance
 
agricultural 
sector. Toward this end, the Government of the
 
Republic of Zambia (GRZ) recently undertook several oold
 
economic reforms and has agreed to implement still more over
 
the next two years. Western donors, particularly the Worlu
 
Bank and AID, view Zambia's market liberalization program as a
 
major test case for the kind of policies they believe are
 
necessary throughout sun-saharan Africa. They are placing high
 
stakes on chances that Zamnia's program will succeed.
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C. Program Development
 

From FY 1977 to 
FY 1986, the U.S. Government provided Zamoia
With 448,300 metric 
tons of PL 480 Title I wheat, rice, and
 
vegetable oil valued at 
$90 million. This assistance comprised

23 percent 
of total U.S. economic assistance to Zambia over

this period. Other assistance included economic support funds
consisting of commodity 
import programs, 51 percent; Project
aid, 14%; AEPRP Funds, 6%; and Title II emergency food aid, 6%.
 

The development of the Zambia 
 PL 480 Title I program is
conveniently viewed in terms of 
 three time periods: FY
1977-1979, 
 when Zambia's economy suffered a severe economic

crisis; FY 1980-1984, a period 
 of continuing economic

deterioration; and FY 1985-1986, 
a period during which the GRZ
undertook major economic reforms 
to stabilize, restructure and
 
revitalize the economy.
 

From 1977 1979
to the GRZ experienced severe financial
difficulties due to continuing 
depressed world copper prices
and the political and economic strains caused oy the
 
independence struggles 
in Southern Africa. The zrimary purpose
of the PL 480 Title T program during thLs period was 
to provide

balance of payments arid budgetary support. Self-Help 
M.easures

(SHMs) mainly supported institutional and 
 numan resource
 
development activities 
in the agricultural sector; no major
policy changes were sought. Local 
 currency generations

supported tne GRZ's agricultural and rural development oudgets

although specific 
uses of local currencies werA not stipulated.
 

PL 480 Title I aid during this and the subsequent periods 
was
 
as follows:
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U.S. Economic Assistance to Zambia
 

FY 1977-FY 1986
 
(U.S. $ Million)
 

FY FY FY FY
 
PROGRAM 1977-1979 1980-1984 1985-1986 1977-1986
 

ESF (CIP) 70.0 72 101.4 54 30.0 26 201.4 51
 
AEPRP - - - - 25.0 22 25.0 6
 
ESF Pro­

ject 0.4 18.3 39.5 35 58.2
- 10 .1.4 
PL480 1 23.9 25 46.5 25 20.0 17 90.4 23
 
PL480 II 3.2 3 20.4 11 0.0 0 23.6 6
 

TOTAL 97.5 100 186.6 100 114.5 100 
 398.6 100
 

Source: AID Congressional Presentations FY 1981-FY 1986.
 

The table shows that PL 480 Title I comprised about one-fourth
 
of total economic assistance to Zambia until FY 1985 when ESF
 
obligations increased substantially their relative share.
 

From 1980 to 1984, Zambia's economic situation continued to
 
deteriorate. The GRZ responded by issuing a three-year

investment plan to promote agricultural and rural development,

and to diversify the economy. This prompted a transition in
 
the AID program whereby balance of payments support would
 
continue on a diminishing scale while project assistance
 
gradually increased. The AID program aimed to increase food
 
production and small farmer income. All program elements--ESF,
 
DA and PL 480--were closely integrated to contribute to these
 
goals.
 

SHMs during this period centered mainly on policy initiatives
 
to improve producer prices and reduce subsidies. Beginning in
 
FY 1981, the CIP agreements 'ncluded "support measures" which
 
paralleled the PL 480 SHMs. PL 480 LCs supported policies 
to
 
increase the productivity of small farmers and improve food
 
distribution systems. However, a "special account" was not
 
established and generations were accounted for by

"attributions" to GRZ development 
budget items satisfying the
 
above stated criteria.
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The GRZ undertook a bold economic reform program in 1985 to
restructure 
 and "privatize" its public 
 sector-dominated
 
economy. This effort has 
won substantial support from the U.S.

Government (USG) other
and donors. The USC responded with a
$25 million AEPRP commodity aid program (FY 1985) in exchange
for major policy reforms, and a $15 million untied cash

transfer 
grant (FY 1986) to support a foreign exchange auction
 
program.
 

The FY 1985 PL 
 480 SHMs and CIP support measures were

reoriented to conplement 
 the market liberalization 
measures
negotiated 
under tne $25 million commodity aid program. 
 The

cash transfer grant substituted for the CIP program in 
 FY
1986. The new FY 1986 SHMs 
mainly filled in not
gaps covered
under the 425 
million commodity agreement. Local currencies

continued to allocated
be oy attrioution to jointly agreed

budget activities.
 

D. Self-Help Measures
 

The mission processes for identifying, negotiating,
implementing, and monitoring SHM's were 
 given particular
attention in this evaluation. USAID/Zambia's approach

identifying SHMs involved reliance 

to
 
upon -.nalyses prepared in
large part oy outside consultants; recurrnt of
use tioe same
consultants; a conzinuing informai 
dialogue with GRZ
tne and
other donors; and establisnment of a SHM committee to insure
SHMs were well integrated into the mission's overall
 

development strategy.
 

The negotiation 
 process involved a mixed informal/formal
approach whereby negotiations were 
pursued informally up to six

months before the PL 480 -
agreemen is sijned. Only when the
prospects were for final
good agreement did the parties sit
down to a session of formnai negotiations. 
 Policy dialogue took

place at three levels: oetween 
the USAID Mission Director an5
the Permanent Secretaries of and
Finance Agriculture; Oetwee.
the USAID technical staff 
and GRZ counterparts; 
and within the

Ministry of Agriculture and Water Development 
(MAWD), between
personnel assigned 
 to USAID-supported projects and 
 their
 
Zamioan counterparts.
 

Methods of monitoring imfpj.erientation 
incluaed the escabiisnment

of benchmarks, tfie commissioning 
 of in-house analyses,
procedures 
for follow-up, and schedules for the disoursement of
 
commodities and local currency.
 

The examination of these processes yielded several lessons
learned tnat may be of interest to 
other missions, particularly
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smaller ones managing sizable programs. The following lessons
 
learned are especially noteworthy:
 

0 	 PL 480 Title I and overall program management can be 
facilitated if program activities are integrated and 
focused on one or two key objectives or sectors. 

USAID/Zambia's PL 480 and other assistance programs were
 
tightly woven and focused on increasing small farmer
 
productivity and income. This permitted complementarities and
 
"economies" of analytical effort in identifying SHMs and other
 
program initiatives. It also enabled USAID/ZamDia to
 
strengthen its negotiating position. Once agreement was
 
secured on one program, agreement proceeded more smoothly on
 
other programs that followed,
 

On the other hand, integration can cause implementation delays
 
if progress in one program is linked to that in another. For
 
instance, the Ministry of Finance (MOF) was unsympathetic to a
 
USAID request to improve monitoring of one program until USAID
 
released funds under another.
 

0 	 A small post can strengthen its analytical capability to 
identify SHMs through regular periodic TDY's of direct 
hire officers and consultants. 

USAID/Zambia tended to use the same TDY personnel to assist in
 
identifying and redesigning SHMs. This was advantageous
 
because consultants arrived with a working knowledge of the
 
country and an. established rapport with key GRZ and USAID
 
officials.
 

o 	 Informal discussions with HG counterparts in advance of
 
the SHLM negotiations can provide insight into the host
 
government's receptivity to contemplated SHMs. They also
 
allow time for ideas and concepts to be vettea within the
 
government.
 

USAID/Zambia held informal discussions up to six months before
 
formal negotiations. Discussions were held at several levels
 
ranging from the technician level to the cabinet level, and
 
sometimes includeo tne Economic Advisor to the Presiaent.
 

0 The SHM identification process can be s,:ren thened in 
larger missions by appointing a committee to identify 
SHMs. 

USAID/Zambia's Mission Director appointed a committee to
 
identify SHMs. The members included the Assistant Director,
 
the Regional Food for Peace Officer, the Agricultutal
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Economist, and the 
Agriculture Officer. 
 The committee prepared
a matrix indicating the and
SHMs measures negotiated under
Ather programs. SHMs were eliminated that had been met 
or were
likely to oe met. SHMs which 
required continued emphasis

retained. Most important, the 

were
 
committee identified "missing
pieces" that were needed 
 to fill "gaps" not addressed in
 

existing agreements.
 

o Mixing informal and formal negotiating approaches 
 can
facilitate agreement and leave the nost government
feeling they were 
 involved more in "dialogue" than
 
"leverage".
 

The USAID/Zambia negotiating strategy 
shifted over time from a
formal to 
 a mixed informal/formal approach. 
 Informal
dicussions took place by appointment at the MOF and anaMAWDduring encounters at official or 
social functions. Only 
wnen
prospects were good 
for final agreement did the parties 
engage
in formal negotiations. One senior 
Zambian official compared
this approach favorably to stricter
the style of negotiation

employed by the World Bank. 

A more informal approach 
is not without pitfalls. Negotiations

can suffer if mission staff 
 do not keep each other fully
informed 
 about their discussions with host gove-rniclen tofficials. To avoid 
this problem, Zamoia's Mission Director
prefered to policylean negotiations himself rather thandelegate this responsibility 
to other Mission staff members.

Mission staff discuss policy 
issues with their GRZ counterparts

but have had a more limited role in negotiations.
 

o 
 Projects provide useful mechanisms for supporting and
 
implementing policy reform initiatives.
 

USAID/Zambia's development strategy 
offers an excellent example
of integrating PL 
 480 Title I SHMs with o-her 
 program
activities. Implementation of SHMs 
 could be furtherfacilitated if additional 
project aid made
were available and
if existing project aid 
were drawn upon to a greater extent.
 

Implementation 
and monitoring considerations 
snould oe
 
part of the 
policy and program dialogues.
 

The GRZ viewea self-help reporting more in terns of a need tofulfill an AID requirement than as a useful device for

improving its implementation performance.
 

o SHMs shouio include secific benchmarr~s andceadiines zufacilitate implementation ano monitoring. 
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Over time, and to the credit of USAID/Zambia officials, SHMs
 
have been expressed increasingly in terms of more precise
 
evaluation criteria.
 

o 	 Measuring the degree of cause and effect between
 
self-help commitments and host government policy reforms
 
is difficult. Nevertheless a strong and continuing U.S.
 
commitment to major policy reforms can produce successful
 
results.
 

The evaluation team found a very high level of congruence

between commitments contained in U.S.-GRZ agreements and GRZ
 
performance. These commitments included measures to: improve
 
research; reduce levels of spending on food subsidies,
 
especially consumer subsidies; improve price incentives for
 
farmers; increase private enterprise involvement in marketing;
 
reduce input subsidies (with some variations); reduce or
 
eliminate spending on subsidies for parastatals involved in
 
marketing and transport; reduce the domestic budget deficit,
 
and narrow the BOP gap.
 

0 	 Continuity of SH9Ms over a period of years probably is 
essential for successfully promoting policy reform. 

As a general rule, individual SHMs should continue only

minimally changed in annual agreements until the issue is
 
satisfactorily resolved or until it is established that a poor
 
choice was made originally in including the particular SHM.
 

Continuity in the Zambian case n~as been outstanding, both taken
 
alone and in conjunction with other U.S. assistance. The U.S.
 
assistance program has focused heavily on the development
 
policy theme, particularly on policies affecting agriculture
 
and food. Policies receiving major emphasis included consumer,
 
producer and input prices and their relationships to producec
 
incentives and production; imports and the balance of trade;
 
subsidy costs; and internal economic stability.
 

E. 	 Adequacy of Supporting Analyses
 

Analyses supporting the Zamoia Title I SHMs and other policy

and program activities were conducted largely by contractors
 
and TDY officials from REDSO/ESA and AID/W4. IBRD and IF
 
studies were drawn upon as weji. These analyses, together witn
 
"in-house" analyses by Mission professionals, constituted a
 
substantial body of documentation upon which to oase policy and
 
program recommendations.
 

USAID/Zambia has been an exemplary Mission in terms of the
 
amount of resources committed relative to the number of U.S.
 

-7­



direct hire personnel. Nevertheless, this situation gives rise
to the question of whether the quality of SHMs might have been

improved had the 
 USAID had more professional support from
within and outside the Mission. From within, the addition of
 
one or two professionals beyond 
those allowed would have seemed
justified given the level of program 
resources. Outside

Mission, greater 

the
 
use couli have been made of the analytical


cap'bilities of dozen
the TA's currently in Zambia on the
 
ZATPID and ZAMARE projects.
 

Some SHMs received more supporting analysis than others.

Substantial evidence 
was marshalled concerning the effects of
subsidies and foreign exchange rates 
on the GRZ budget and
balance of payments. 
 Less attention was given to estimating

the likely outcome of a) the decontrol of prices and the
auctioning of foreign exchange, b) the of
opening agricultural

markets to private and cooperative traders, and 
c) the transfer
oL responsibility for agricultural inputs, 
 including
fertilizers, to the private 
 sector. The following are
illustrations 
 of areas in which further analysis appears

desirable:
 

- The capacity of existing rural enterprises to handle
 
trade in agricultural commodities;
 

- The economic impact of grain market liberalization on
 
small farmers;
 

- 'he efficiency of fertilizers in terms of the balance
 
chemical input and crop production; and
 

- The soil acidity problem and the potential for

developing a limestone 
 processing and marketing
 
capability.
 

F. PL 480 Local Currency Programming - Lessons Learned
 

Local currency (LC) equivalent to $82 million 
in Title I aid
 was generated from FY 
 1975 to FY 1985. Local currency

generated under Title TI totalled 28.3 million Kwacha. CIP programs generated che equivalent of about $200 million overthe same period. In general, LCs generated under a i.loan-funded 
programs were "attriouted" zo jointly agreed 
items

in the GRZ ouudget. 
 Azi Title i ana CIP programs were loans
until 
FY 1984; no special accounts were established to program

the resulting LCs. 
 A shift was made to speciai accounts

CIP LCs as the USG provided CIP assistance 

for
 
sLnifted to a grant
basis. Tne USAID and GRZ 
establisned a special account for

generated under grant-funded Title 
LCs 

II programs beginning after
1979, just under NAMBoard and later under 
the MOF control.
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PL 480 agreements through FY 1982 provided that LCs finance the
 
SHMs and development activities in the agricultural and rural
 
sectors. These agreements also placed emphasis on improving
 
the lives of the poorest and their capacity to participate in
 
the country's development. The FY 1983 agreement specified
 
priorities to support agricultural price incentives, strengthen
 
agricultural marketing infrastructure, and improve agricultural
 
management and technical capabilities. The FY 1984 agreement
 
added 	the strengthening of agricultural credit institutions and
 
included cooperatives under the marketing infrastructure
 
priority.
 

USAID and the MOF jointly reviewed the GRZ budget to identify

and negotiate items for attribution. Reports of LC have tenced
 
to be perfunctory and USAID monitoring limited to insuring that
 
it receives periodic attribution reports., USAID/ZamDia nas
 
always considered the SHMs to be more important than the LC
 
uses. As long as tne GRZ performed on the SHMs, USAID placed
 
little emphasis on LC use.
 

Lessons learned from Zamoia's LC experience follow:
 

0 	 LC programming can be both an asset and a liaoility.
 

It is an asset if tne host government perceives it as bringing

additional resources permitting modification of uses in
 
directions the recipient agency desires. It is liability to
a 

the extent it reduces the budgetary authorities' control over
 
the total allocation of resources and, as sucn, diminishes the
 
va .ue of tne resources to these authorities. The real value of
 
the resources, and the extent to wnich leverage exists, lies in
 
the commoaities financed, not the LC.
 

Ir the Zambian case, the GRZ viewed LC programming more as a
 
liaoility and protected their authority over LC uses. Thie
 
Government was concerned that other donors might argue for a
 
special account if USAID insisted upon one. The GRZ feared
 
this would speli chaos for the government's budgeting process
 
to the extent that this occurred. Further, the GRZ believed
 
the Title I LC that was theirs to allocate because the Title I
 
loans were repayaole in foreign exchange.
 

0 	 Local currency programming can produce serious, possiuly 
destaoilizing uncertainty in tne HG's Dudgetary process
when LC generations are large compared to tota± resources
 
and AID must approve LC uses.
 

USAID/Zambia adopted an attribution process for Title I LC
 
because efforts to program LC (together with CIP LCs) would
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seriously distort the 
GRZ's budget and development priorities.
Nonetheless, about 
 K250 million generated from LC programs
other than Title 
I will accumulate 
in special accounts over the
next year or two. This 
is an amount equivalent to the GRZ's
total 1984 dev-dlopment budget. In 
 such cases, it may be
prudent to require special 
account deposits only in 4:'nounts the
mission can reasonably expect to manage. The balance would be

accounted for by attribution.
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II. PL 480 Title I Program Development
 

A. 	 1976 - 1979 

At the start of the PL 480 Title I program in late 1976,

Zamoia's economy was still suffering from the same structural 
problems it had inherited at independence in 1965, namely:
 

o 	 Heavy dependence on copper, an export subject to wide
 
price swings on the international market;
 

o 	 Dualism oetween a rich mining sector and a poor
 
subsistence agricultural sector;
 

o 	 Dualism within the agricultural sector between a small
 
number of expatriate commercial farmers using modern,
 
capital-intensive techniques and the vast number of
 
Zambian farmers using traditional, subsistence technology;
 

o 	 Large income differentials between urban and rural
 
workers; and
 

o 	 Heavy reliance upon expatriates because of shortages of
 
skilied Zanoian laDor. 

The major aim of government economic policy from 1965 to 1978 
was to use the country's mineral wealth to diversity the 
economy and to advance the economic and social weifare of tile 
entire country. AIthough progress was made in building
physical infrastructure and expanding social services, it made 
little progress in improving economic productivity. 

Efforts to diversify the economy and lessen its dependence on 
copper were disappointing. Investment priorfiries continued to
 
be placed on mining and developing the modern urban sector,
particularly the industrial parastatal corporations. In the 
agricultural sector, dualism was promoted through the use of 
capital intensive agricultural technology and subsidized 
fertilizers. Simultaneously, the traditional farm sector 
doclined due to low producer prices, limited access to credit 
and subsidized inputs, and general neglect by the government. 

As a result of this pattern oZ development, tile economY 
continued to be dominated by the mining sector .rci cI 
contributed 34% to GDP in 1976 compared to 41% in 1965; i/ 

I/ Largely offsetting this decline in mining's relative share 
of real GDP was the services sector which rose from 9% to 13% 
and manufacturing which rose from 7% to 10% over the same 
period.
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real per capita income 
in 1976 was only US $250/per annum
compared 
to US $243 per annum in 1965; and gap
the between
urban and rural 
incomes was wider in 1976 
than it had been at
 
independence.
 

The economy suffered 
a major economic crisis 
beginning in 1975
when world copper prices plummeted and remained low 
 until
1978. The impact 
was severe on Zambia's copperbased economy.
Budget revenues and 
foreign exchange earnings fell dramatically
and economic growth declined further. 
 The GRZ responded with 
a
stabilization 
program 
in 1976 and later with a two-year IMF
stand-by arrangement (April 1978 
- April 1980).
 

The political climate in 
the Southern African region during the
1970's further exacerbated 
 Zambia's economic 
 difficulties.
Being a land-locked 
country, Zambia is dependent upon rail
links *through neighboring states 
to reach seaports. When the
independence 
 struggles in Angola, Mozambique and Rhodesia
disrupted these 
access routes, 
Zambia incurred 
heavy costs
maintain existing routes (when they were 
to
 

open) and to develop
and ,iaintain an aliernate route, the TAZARA cailway, toDar-es-Salaam, 
Tanzania. Economic 
sanctions against 
Rhodesia
also proved costly as traditionally traded goods and serviceshad to be procured elsewhere--'r be produced locally--at :nigner
costs.
 

Under chese economic and political 
 strains, the GRZ-- implementedits Third National Development Plan (TNDP)- 1979-t983. Ttieobjective was "to diversify 
the economic structure in order to
reduce 
the economy's dependence on 
copper and to undertake a
crash economic program of promoting agriculture and industryoased on the use of local raw materials and the establishmentof the necessary capital goods industries". 
 The Planacknowledged that highest p-riority should be given toagricultural and rural development.
 

U.S. -conomic assistance to 
 Zamoia up to 1979 had consisted
solely of non-project aid (see Taole I). A commodity importprogran (CIP) begun
was in 1973. 
 Most of the CIP commodities
supported the development of the agricultural sector;
fertilizer, stockfeed, e.g.,spare parts and equipment for vehicesused in agricultaral production. CIP assistance totaleo $75million from FY 1973 to 
FY 1979.
 

modest 480
AID began a PL Title II program in 1975 (see Table
II and footnotes). The first PL 480 Title I program toilowedin 1976. PL 480 aid through FY 1979 totaled $30 million,including $4.3 million Title II. Commodities incluaed wheat,
rice and vegetable oil.
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In addition to providing essential agricultural inputs and food
 
supplies, the primary purpose of these early programs was to
 
provide balance of payments and budgetary support to assist the
 
GRZ in overcoming its financial crisis. Politically, the
 
underlying justification for U.S. assistance was Zambia's
 
constructive, moderating role in promoting 
 a peaceful
 
transition to majority rule in neighboring states.
 

Self-help measures (SHMs) negotiated under these early PL 480
 
Title I agreements were oriented mainly toward institutional
 
and human resource development activities in the agricultural
 
sector; no major policy changes were encouraged. The CIP
 
programs did not include "support measures" as they would in
 
later years. Local currency generations under both the PT. 480
 
Title i and CIP programs were used to support the GRZ's
 
agricultural and rural development budgets. However, 
specific
 
uses were not stipulated.
 

AID first established resident representation in Zambia in 1978 
when one AID officer and one secretary were officed in the U.S. 
Embassy. Prior to this time, AID affairs were administered 
from REDSO/EA in Nairobi and AID/W with caretaker assistance 
from U.S. Emoassv staff.
 

Zambia received economic assistance from many countries--East 
and West--and multilateral agencies in the late 1970s. The 
composition of commitments in 1977 totaled $235 million as 
follows:
 

Technical Assistance $40.5 million
 
Capital Assistance $123.0 mllion
 
Commodity Assistance $71.5 miiion
 

Assistance in 1978 and 
 1979 continued at about $200-$250
 
million annually. Project aid was primarily targeted at
 
agriculture, forestry and fisheries; education; and transport

and communications. The GRZ also signed a SDR 250 million,
 
two-year stand-by agreement with the IMF in April 1978.
 

B. 1980 ' 1984
 

From 1980 to 1984 Zambia's economic situation continued to
 
deteriorate. World copper prices remained stagnant low
at 

levels; budgetary discipline was not maintained; the oalance of
 
payments situation grew worse; and externa± Jeot rose 
 to
 
unmanaaeaole levels necessitatiAg debt resciheduling. In May
 
19Si, the GRZ signed a SDR 800 million three-year Extended Fund
 
Faciity (EFF) with the INF. After drawing SDR 359.3 on the
 
EFF in i981, the EFF was cancelled in i982 because agreement
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TABI.I' I 

I1. 400 ASSISIANCE T() ZAMIIIA 

AC'I'IJAI. PIICIIASI -i' 

FY 1977 - FY 1.906 !_ 
FY 1977 FY 1978 FY 1979 FY 190) FY 1901 FY 1982 FY_ 1913 FY 19114 t.'Y 19852/ FY 19d6 ' 'Y7-8 

II. S. MILL.IONS 

Title I $ 5.4 $ 8.5 $10.0 $12.5 310.0 $ 7.0 $ l.0 $10.0 $10.0 $10.0 $ 90.4 

Wheat 
Rice 
Vegoil 

Feedgrains 

Title II 

2.1 
-

3.3 

-

0.2 _ 

4.1 
1. 1 
3.3 

-

4.3 
1.1 

4.4 

-

3.0 

--
--

-

12.5 

9.9 

10.0 
-
-

-

3.1 
2.1) 
1.9 

--

-

2. 0 
1 .0 
2.4 

5.4 

2.7 
L . 
5.5 

5.1 

-

5.0 
-

5.0 

-

5.0 
-

5.0 

40.7 
8.0 

30.0 

12.5 

23.6 

Total $ 5.6 $ G.5 $13.0 $22.4 $10.(1 $ 7.0 $12.4 $15.1 $10.0 $10.0 $113.9 

Title I 

Wheat 
Rice 

VjegoiL 

Feedgra ins 

Tile II 

21.5 

16.5 
-

5.0 

-

45.2 

37.5 
3.7 

4.0 

Ti-A 

-

40.0 

29.0 

4.0 

7.0 

-

60.01 

I11,.0 

-

-

10.I 
110-600 

TlOiSANI) 

57.0 

57.0 
--

-

-

21.5 

ME'II1TC TONS 

311.4 

20.6 

6.5 
4. 3 

-

-

29.0) 

16.01 
6. 1 
5.9 

15.0 

32.9 

17.4 
7.0 
8.5 

32.3 

-

417.3 

30.4 
-

0.9 

-

40.10 

32.0 
-

0.0 

-

-

4,10. 3 

26 3.2 
21.5 
51.6 

104.0 

141.0 

Total 21.5 45.2 100.0 10.1.0 I8.5 31.4 61.0 65.2 47.3 40.0 597.1 

Source: All) Congressibrl. Present.at iol I.'Y 19111 --
1/ 't iot to FY 1977, PI. 4B0 aid Lo Yamlaia tt-il,:,! 

TiLl(! 1I. Ct,,,laLive ll, 400 a jdI ZdIml)jd 
2/ EStimate 
I Less thaln $50,000 

.Y I'16 
$2.1 iii 

, F1 1 '7,,. J"Y 

I io n (FY 19"I;--1Q 976) i.:lt.Inia ,l 

|IM6 i:,itals $116., ''illito,. 

$1.6 1ii I ita, TiLl' ,! 1 a3.! $1.1 milli,,ta 



could not be reached on a stabilization program. Later,
 
however, in 1983, the GRZ signed a one-year stand-by agreement
 
with the IMF. Agreement was reached on a new stand-by 
agreement in July 1984. The GRZ also issued a Three-Year 
Investment Plan (1981-1983) to implement the TNDP's objective 
to diversify the economy. 

The GRZ began to take actions in 1982 to encourage agricultural
 
production. The government increased maize producer prices and
 
offered early delivery bonuses and tax incentives. Farmers
 
responded by increasing acreage planted by 25 to 30 percent.
 
Unfortunately, a region-wide drought kept Zambia from reaching
 
self-sufficiency in maize (the principal staple) in 1982.
 
Additional price increases were announced in 1983 and 1984 but
 
the drought continued to affect production adversely.
 

In addition to substantial production shortfalls, the GRZ faced
 
major agricultural marketing problems posed by the inefficiency
 
of its agricultural parastatals and the excessive subsidies
 
required to support them. In 1980, these subsidies were
 
equivalent to 132 percent of the total capital budget. By 1984
 
tney had been reduced but were still equivalent to 41 percent
 
of the capital budget. These subsidies were a major issue
 
between the GRZ and the donor community as they ausoroed GRZ
 
resources that could otherwise nave funded development programs.
 

The U.S. economic assistance program charted a new course in FY
 
1980. The TNDP's emphasis on agriculture and rural development
 
prompted a transition of the AID program whereby oalance of
 
payments support would continue on a diminisning scale while
 
project assistance gradually increased. The program aimed to
 
increase food production and small farmer income.
 

Project and non-project assistance were structured to operate
 
on a "policy front" and an "action frnnt". On the policy
 
front, the Zambia Agricultural Training Planning arid
 
Institutional Development (ZATPID) Project (FY 1980) provided
 
technical assistance and training to strengthen the GRZ's
 
capacity to analyze, define, and implement development policy,
 
particularly as it related to rural development.
 

On the "action front", the Agriculture Research and Extension
 
(ZAMARE) Project (FY 1980) was iaunched to establish a
 
crop-specific research capacity as well as an on-farm research
 
approach in one or two geographic areas. It also aimed to
 
increase small farmer income and to increase the GRZ's capacity
 
to manage and replicate such programs. AID/Zambia also
 
approved an O.P.G. with Africare for a pilot agricultural
 
production project (FY 198i) in the north-eastern part of
 
Zambia.
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Lastly, AID/Zambia launched 
a Human and Institutional Resources

Development Project 
 in FY 19L4 to provide training
opportunities 
 in a variecy of development fields such as
economics, engineering, management, etc.
 

The CIP and PL 480 programs complemented the above activities
 on both the policy and action 
fronts. Beginning in FY 1.977, PL
480 Title I SHMs were used 
 to influence GRZ agricultural
policies. 
 From 'FY 1980 to FY 1984 the SHMs centered mainly o
policy initiatives to 
improve producer incentives and reduce
subsidies. On action
the front, 
SHMs called for strengthening
the GRZ's agricultural planning capacity and 
 agricultural

research and extension capability. Beginning FY
in 1981, the
CIP agreements included 
"support measures" which paralleled the
PL 480 SHMs during most of the FY 1980 
- FY 1984 period.
 

PL 480 Title 1 local currencies were 
used "in support of those
policies and 
projects which increase the productivity of small
farmers and improve 
food distribution systems". However,
special a
account was not established to 
monitor the allocation
of local currencies, 
 nor were specific uses stipulated.

Instead, sales proceeds 
 were allocated by attribution to
activities satisfying the above 
criteria. 
 CIP local currencies
 
were 
similarly programmed by attribution.
 

From 
FY 1980 to FY 1984 PL 480 Title I aid totaled $46.5
million compared 
 to $101.4 million for CI? 
 programs.
Commodities imported under 
both programs were 
the same as those
financed 
in earlier years. AID/Zambia seriously considered a
PL 480 Title III for Zambia in FY -982 but concluded it would

be too complex for the GRZ and AID/Zambia to manage.
 

Donor technical, 
capital and commodity aid rose significantly
in the early eighties overall. 
 For example, agreements totaled
$665 million in 1981 compared to $233 million in 1979.
Bilateral project assistance by economic sector was 
as follows:
 

Agriculture, including forestry and 
fishing 40%

Transport and Communications 
 26%

Health 


10%
 
Education 


8%

Industry 


5%

Other 


11%
 

Multilateral 
 assistance was heavily toward
skewed general
development policy and planning 
because of the influence of the
SDR 800 million three-year EFF agreement with 
the IMF. The GRZ
drew SDR 359.3 million against the EFF oefore it was
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cancei].ed. The one-year IMF stand-by agreements signed in 1983 
and 1984 totaled SDR 211.5 million and SDR 225 million 
respectively. 

C. 1985 

1985 may represent a major turning point in Zambia's economic
 
history. After two decades of tight central government control
 
over the economy, the GRZ introduced bold economic reforms to
 
allow the private sector and market forces to regulate economic
 
activity. These reforms include the establishment of an
 
auction system to allocate foreign exchange and establish
 
exchange rates; the decontrol of prices on consumer goods; and
 
the repeal of laws prohibiting private traders from engaging in
 
the marketing of goods heretofore marketed only by government
 
parastatals.
 

In the agricultural sector, maize prices will no longer be
 
controlled, although a floor producer price will be set each
 
year. The marketing of maize and agricultural inputs will be
 
opened to the private sector. The marketing parastatai,
 
NAMBoard, will oecome a buyer of lNst resort and will function
 
primarily to manage a grain reserve. The GRZ will increase its
 
support to the development of regional cooperative unions and
 
will encourage the establishment of more primary societies to
 
assume agricultural marketing functions.
 

The GRZ's bold 1985 actions were taken in close consultation
 
with donors. Policy reform to equalize markers, for example,
 
was an agreed condition for U.S. approval of the $25 million
 
Zambia Multi-Channel Agricultural Marketing Program (ZAMCAM) in
 
FY 1985. This program, funded under the Africa Economic Policy
 
Reform Program, provides commodity aid in exchange for ma3or
 
policy reforms including price adjustments and subsidy
 
reductions on maize and fertilizer; reduction of the role of
 
the food marketing parastatal NAMBoard to. buyer and seller of
 
last resort; and free entry of private traders into maize and
 
fertilizer marketing.
 

In support of the auction program, USAID and the GRZ signed an
 
agreement in November 1985 for a $15 mil2,ion Zambia Auction
 
Program Supporc (ZAPS) Program. Funds under Lbis cash transfer
 
grant are untied as regards type and source of commodities 
imported. Project aid through the ZATPID, ZAMARE and Human 
Resources Development Projects continued in 1985. It is 
anticipated that the former two projects will be extended into 
Phase II activities after FY 1986.
 

-16­



The FY 1985 PL 480 SHMs 
and CIP. support measures shifted
somewhat from 
the approach on 
incentive prices and subsidiesthe FY 1980 - FY 1984 agreements. 
in 

They complement the market
liberalization 
measures under 
 the 'AMCAM program. The cash
transfer ZAPS program 
substituted 
for the CIP pcogram in FY
1986 and did not include support 
measures. 
 The FY 1986 PL 480
Title I SHMs filled in "gaps" not 
 covered by 
 the ZAMCAM
 
agreement.
 

Other donors also participated 
 in the dialogue to 
 launch
Zambia's market 
 Liberalization 
 policies. The 
 World Bank
approved a $72.3 
million Agricultural Rehabilitation Project
provide farm mac'Ainery, spare 
to
 

parts and agro-chemicals
support the prog.-am. The Bank also 
to
 

approved a $75.0 
million
Industrial 
 Reorientation 
 Project to raise 

and 

the capacity
utilization 
 production levels 
 of efficient industrial
parastatals. 
 The project 
 provides technical, training and
commodity assistance. 
 Great Britain and 
Canada are considering
reprogramming current project 
aid in support of the auction
system. The 
IMF is currently negotiating with the GRZ on a new
standby 
and is reportedly well pleased with Zambia's recent 
per formance.
 

Western donors, particularly 
 the World Bank and AID, viewZambia's market liberalization program as a major test case forthe kind of policies they believe are necessary throughout
sub-saharan 
Africa. 
 They are placing high stakes 
on chances
that Zambia's program will 
succeed.
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III. SELF-HELP MEASURES!/
 

A. 	 Identification Process
 

Approach
 

OSAID/Zambia's approach to identifying SHMs over the FY
 
1977-1986 period can be characterized as follows:
 

o 	 Use of both "ex ante" and "ex post" analyses to identify
 
and redesign SHMs;
 

o 	 Reliance upon tEohnical analyses of closely related
 
program activities (CIP support measures, ZAMCAM support
 
measures, ZATPID and ZAMARE projects) to facilitate the
 
identification of SHMs;
 

0 	 Frequent reliance on outside analytical assistance due to
 
the small size of the USAID staff relative to the scope 
and size of the overall assistance program;
 

0 	 Recurrent use of the same technical personnel to 
estaolish continuity and rapport with USAID and GRZ
 
personnel;
 

o 	 A continuing informal dialogue with the GRZ to assess 
governmen receptivity to conuemplated SHM's; anu
 

o 	 Consultation with other donors on the complementarity of
 
SHMs relative to tneir programs.
 

The foiLowing sections describe tne kinds of data and analyses 
used to identify SHMs and the entities involved in the 
identification process. 

Data and Analysis
 

1. General Characteristics
 

The data and analyses used by USAID/Zamoia (USAID/Z) to
 
identify SHMs over the FY 1977-1986 period shared several
 
general characteristics. Data upon which the analyses were 
based were usually weak; SHMs were based on botn "ex an,e" and 
"ex Post" analyses; analyses tended to be framed in terms 	 of 
the conseauences of not taiking prescribed actions; ana analyses 
reflected the influence of AID/W policy directives. 

2/ 	 Self-help measures included in the FY i977-FY 1986 
agreements are presented in Annex B.
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As in most tnird world countries, the data base for 
Zambia's
agricultural sector weak.
is Recognizing this constraint,

AID/Zambia designea the ZATPID 
project to strengthen the data
collection 
and analysis capability in MAWD's Planning Division

and tne Central Statistical Office (CSO). 
 The project provides

technical assistance, training and commodities, including 
two
recently-arrived mini-computers. 
 The project is also funaing 
a
food consumption and income expenditure survey .underway to
now 

collect more reliable data on the 
eating ano spending patterns

of the poor in Zambia. Additionally, SHMs have included

specific 
 measures to strengthen the data 
 collection and
analysis capability of 
MAWD's Planning Division and the CSO.
 

USAID/Z used "ex
both ante" and "ex post" analyses to identify
and redesign SHMs over the FY 
1977-FY 1986 period. This was
largely 
the result of the integrated nature 
of the overall
 program and 
the use of the same or similar SHMs over several
 years. Analyses for one 
program element were often relevant to
others, and these
in instances, 
the analyses would sometimes

further justify an existing SHM or provide the oasis for a 
new
 one. This is demonstrated frequently 
in the description of
 
analyses below.
 

Conceptually, the analyses of AID ano other 
aonors tend zo oe
framea more in terms 
of wnat wili be the consequences of not
taking certain policy actions rather 
tnan the results to ue
expected 
 from following recommended policy cnanges. For
example, 
to encourage maLket liberalization, the Mission and

other donors point :o Mozambique's disastrous experience In
controlling prices and markets and suggest Zambia may 
meet a

similar 'ate if it continues the same type of policies. 
 Donors
 
follow this approacn because 
 Zambia's unreliable data oase
limits the precision with wn]ich economic 
projections can be
 
made.
 

Analyses 
and SHMs over tne FY 1977-FY 1986 period also reflect
the influence of 
AID/W policy directives. This is seen 
in the
early, relatively stronger emphasis 
from FY 1977 to FY 1981 on
agricultural research and extension; 
 the focus on agricultural

price and suosidy issues from FY 1980 
to FY 1984; and the snift
to broader market liberalization 
initiatives sincc FY i934.
These reiatLve changes in closelyemphasis paralilel chose ofthe AID Administrator over che same period. AID/W guidance
issued on the integration of PL 480 resources (1980) and

self-help measures 
(1984) were influential as well. This is
 

-19­



reflected in the integrated nature of the program and the
 
increasing sLecificity of SHMs in recent years.
 

The identification of SHMs can be conveniently divided, on the
 
basis of content, into three time periods. The following
 
sections identify the analyses used in each period.
 

2. FY 1977 - FY 1979
 

SHMs during the FY 1977-FY 1979 period were influenced largely 
by AID-contracted studies completed in 1977 and 1978.2/ 
These studies were prepared in conjunction with a major U.S. 
initiative to identify ways in which AID could support economic 
self-reliance among the majority-ruled st.ates in the southern 
Africa region. AID incorporated the 1978 studies into a
 
region-wide "Report to Congress on Development Needs and
 
Opportunities for Cooperation in Southern Africa."
 

The FY 1977-FY 1979 SHMs calling for economic stabilization 
efforts were further supported by macroeconomic assessments 
included in the annual CIP PAAD's, U.S. Embassy economic 
reporting, and World Bank and IMF economic appraisals. The 
GRZ's "Third National Development Plan" (1979-1983) was also 
influential in suggesting SHMs that would suppor e 
government's development goals. 

3. FY 1980 - FY i984
 

The SHM identification process from FY 1980 to FY i984 was
 
influenced strongly by the Mission's strategy to:
 

o :ntegrate its ESF and PL 480 assistance;
 

o Maintain the focus of its policy dialogue in the same key 
areas from year to year; and
 

3/ "Transition in Southern Africa: Zambia", USAID, 1977;
 
"Agricultural Sector Assessment: Zambia", USAID, August 
i978; "A Report to Congress on Development Neecs and
 
Opportunities for Cooperation in Southern Africa, Main 
Report and Annex A: Zambia, USAID, March 1979.
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0 Pursue similar policy initiatives under the 
PL 480 Title
I and CIP programs to strengthen 
 the Mission's
 
negotiating position.
 

This approach 
resulted in complementarities 
and "economies" of
analytical 
effort because most 
CIP support measures and 
PL 480
SHMs were 
the same during most 
of these years. The analysis
for SHMs usually was done in 
conjunction with 
the CIP program
design 
 because analytical justification 
must appear in CIP
documentation but 
not in Title I proposals.
 

Although the CIP PAAD's 
have provided the supporting analyses
for SHMs in recent years, the FY 1980 PL 

the 

480 Title I agreement
identified 
 policy areas that the 
subsequent

agreements emphasized 

CIP and PL 480
 
over the FY


1980 PL 480 Title I SHIs were 
1980-FY 1984 period. The FY
 
based in on
turn analyses
undertaken in 
1980 to support the 
ZAMARE and ZATPID projects.
 

Project analyses thus made 
 important contributions 
 to the
identificatic. 
of SHMs. 
 The FY 1985 CDSS, prepared in 1982,
also reinforced 
the analyses that had been done 
to date. Tne
cormon thread linking 
all these activities and analyses was
their concentrated 
focus on the Mission's 
goals to increase
small facmers' productivity and income.
 

4. FY.L985 
- FY 1986
 

This integration process 
has 
continued with the identification
of the FY 1985-FY i986 
SHMs. Analyses supporting these SHMs,
oriented toward 
market liberalization, 
becan in late 1982 with
the preparation of 
the FY 1985 CDSS. The 
CDSS drew attention
to the need foc 
 market l'iberalization 
 in the agricultural
sector. Market 
 liberalization 
was further supported in two
major 1983 REDSO/ESA studies, one 
 a major evaluation of
USAID/Zambia's assistance strategy4/
 

4/ "Major Zambian Development Problems", 
C.S. Callison,
Dijkerman and B. D.
Robinson, REDSO/ESA, Nairobi, Kenya,
April 1983.
 

"Evaluation 
of AID's Assistance Strategy for Zambia", 
R.
Aulakh, 
 C.S. Callison, 
 C. Claude and D. 
 Dijkernan,

REDSO/ESA, Nairobi, Kenya, June 
1983.
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The principal analyses underlying the FY 1985-FY 1986 SHMs 
were
 
the IBRD's Zambia Agricultural Rehabilitation project paper and
 
work related to the ZAMCAM PAAD. 
 These studies were also the
 
basis for the FY 1985 CIP support measures and the FY 1986 ZAPS
 
program.
 

Entities Involved
 

1. U.S. Mission and Consultants
 

The scope and size of the total economic assistance program to
 
Zambia is substantial relative to the U.S. AID staff assigned
 
to implement it. Tha Mission has therefore relied heavily upon

outside technical assistance to undertake analyses supporting
 
SHMs. However, with the addition of an agricultural economist
 
in FY 1985 and a commodity management specialist in FY 1986,
 
the Mission's technical staff has begun to take a more direct,
 
analytical role in the identification process. The Commodity

Specialist took over management of the CIPs thus permitting 
the
 
agricultural economist to time to work.
devote more analytical 


Before FY 1978, REDSO/EA (later REDSO/ESA) had implementation
 
responsibility for the Title I program, with the U.S. Emoassy's
 
Economic Officer playing a "caretaker" role between REDSO/EA

visits. From FY 1978 to FY 1979, when the AID 
Representative
 
and an AID secretary constituted the "U.S. Mission", the AID
 
Representative was responsible for identifying SHMs. He 
was
 
assisted by the Regional Food for Peace Officer 
posted in
 
REDSO/EA, the U.S. Embassy staff, and consultants preparing
 
AID's 1978 agriculture sector assessment and country study
 
noted aoove.
 

AID strengthened Mission the FY -984
the staff over i980-FY 

period by adding a Regional Food for Peace Officer (RFFPO) for
 
the Southern Africa region, a General Development Officer, and
 
an Agricultural Officer. The RFFPO assisted the AID
 
Representative in identifying and drafting SHMs. The General
 
Development Officer and Agriculture Officer reviewed 
proposed

SHMs to insure they were compatible witn AID/Zambia's project
 
activities.
 

REDSO/EA and AID/W TDY personnel contributed to the process via
 
their assistance in analyzing and recommending language for the
 
CIP support measures. The CIP support measures originated in
 
the FY i980 PL 480 Title I agreement but were modified and
 
strengthened each year thereafter oy the CIP design teams. The
 
same language was used for the PL 480 and CIP agreements during
 
most of the period.
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The AID Representative 
remained the key decision-maker in the
identification 
process, consulting mainly with 
the RFFPO, U.S.
Embassy staff, 
TDY personnel, 
and, on an informal basis, GRZ
 
counterparts and other donor representatives.
 

Notable during this period 
was the Mission's desire to use 
same 
TDY personnel and consultants to 
the
 

assist in identifying and
redesigning SHMs. For an
example, agricultural economist from
REDSO/EA was used the
on CIP design team each year from FY 1980
to FY 
 1983. He also made major contributions to the
development of the Mission's 
CDSS strategy, the design of 
an
agricultural 
sector grant proposal 
(which wasn't implemented),

and other selected studies. 
 Similarly, the 
 same AID/W
economist was a member of 
the CIP teams from FY 1980 to 
FY 1982.
 

This same approach has been followed in the project design and
implementation areas. The advantages 
of this process are that
the consultants 
arrive with a working knowledge of the country
and familiarity with key GRZ and 
USAID officials. 
 This enables
them to work more efficiently and effectively 
given time
 
constraints.
 

Still, since 
FY 1984, the Mission's technical 
staff has oeen
 more active the
in identification process. In 1966
FY tne
Director appointed a PL 480 SHM 
committee consisting of tne
Assistant Director, 
 RFFPO, Agricultural Economist, 
 and
Agriculture Officer. 
 The Agricultural Economist 
 provides
valuable technical 
input given the economic policy orientation

of the SHMs. The General Development Officer and Agriculture

Officer assist by identifying SHMs which would 
oe supoortive of

tneir respective project activities.
 

The RFFPO is responsible for reviewing and editing the 
proposed
SHMs to insure they 
are specific, measurable and additional to
actions the would
GRZ otherwise 
take. After agreeing on SHMs,
the committee 
 focwards the proposed SHMs 
 to the Mission
 
Director for approval.
 

The approach the committee used to identify the FY 1986 
SHMs is
noteworthy. The committee prepared 
 a three-column 
 matrix
indicating 
 the SHMs and support measures that had been
negotiated in the recent 
PL 480, CIP and ZAMCAM agreements.
Suggested Title I were
SHMs eliminated 
that had been met or
 
were likely to be met.
 

Measures 
 which needed further encouragement were retained.
Most important, the committee identified "missing pieces"
were 
 needed to fill "gaps" not addressed in existing
that
 

agreements. The resul:ing 
FY 1986 SHIs were'relatively modest
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as the Mission believed the donor community was already asking
 
a lot of the GRZ and USAID/Zambia did not want to "overload the
 
system". Moreover, it was felt key measures, for example
 
decontrolling maize prices and market liberalization, had been
 
covered adequately in other agreements. This process seems to
 
work well and is one other missions might consider.
 

2. Other Country Team Members
 

During the FY 1977-FY 1979 period and the early years of the FY
 
1980-FY 1984 period, the U.S. Embassy staff played a more
 
active role in the identification process than in recent
 
years. This is attributed to the more limited size of the
 
AID/Zambia staff in the earlier years of the program. In
 
recent years, 'embassy staff involvement has consisted mainly of
 
reviewing and clearing cables proposing SHMs.
 

USDA participation in the identification process is nil at the
 
country level. The regional USDA Agricultural Attache posted
 
in Nairobi visits Zambia periodically to prepare the bi-annual
 
Attache Reoort on Zambia's agricultural situation. However, he
 
is not actively involved in the SHM identification process.
 
USDA concurs qith the identification of SHMs via t.e
 
Development Coordinating Committee (DCC) approval process in
 
Washington.
 

USDA/Washington reviews the proposed SHMs carefully and
 
occasionally exerts strong influence on how are
they 

presented. For example, USDA would not accept a SHM proposed

in the FY 1981 agreement to use PL 480 and CIP local currencies
 
to 
 partially suosidize consumer maize prices in conjunction
 
with the GRZ's agreement to progressively eliminate thle
 
subsidy. The measure was recast to support higher incentive
 
producer prices and the elimination of the subsidy.
 

In 1985, USDA/W and AID/W raised an issue with the Mission over
 
SHMs to increase the capacity utilization of Zambia's edible
 
oil processing facilities. In contrast to previous years,
 
AID/W and USDA/W cabled these SHI-Is with negotiating

instructions to the Mission. This was not well received as the
 
Mission believes that the proposed action was inappropriate ard
 
that Mission staff is in a better position to identify SH1s.
 
If such situations develop in tne future, USAID/Zamnia might
 
consider inviting AID/W or USDA/W to send represenzatives to
 
Zambia to discuss problematic issues on site.
 

3. Host Government
 

The SHM identification process is largely an "in-house"
 
exercise within the AID Mission. At the same time, the
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Government of 
 Zambia (GRZ) participates indirectly 
 through
informal discussions 
 with the 
 Mission Director and other
Mission staff. 
 These informal discussions 
are held at several
levels ranging from the technician 
level to the Cabinet level,
and sometimes include the 
Economic 
Advisor to the President.
In this way, the Mission gets sense of the GRZ's
some 

receptivity to 
contemplated SHM initiatives. They 
also allow
time for ideas and concepts to 
be vetted witnin the government.
 

4. Other Donors
 

The identification of 
PL 480 SHMs and CIP support measures .,as
come, over time, to reflect a concerted effort between AID,
other donors 
and the multilateral 
financial institutions..
various parties apparently 
The
 

find little difficulty in agreeinq
on a package of 
policy measures which, according to one Mission
officer, "any Western-trained 
economist would arrive at". The
only note of dissent heard the
by evaluation team was an
assessment by EEC
an official that, while supporting policy
reforms, the would
EEC not take the political risks of "being
in the forefront of policy reform" had
as the IMF, IBRD and
USAID. The IMF 
has also been careful to maintain official
impartiality and independence from oilateral donors.
 

In the early 1980's, AID/Zambia took its own 
initiatives

identifying policy measures, and an 

in
 
took early lead in
promoting changes the
in GRZ's agricultural price and 
suosidy
policies. 
 In recent years, however, USAID/Z 
has more ofteni
"ridden the coattails" of IBRD I4F.
the and For example, -he
market liberalization thrust of the FY 1985 SHMs and 
tne !985
ZAMCAA support measures 
 were derived directly from The
provisions of tne 1985 World Bank Agricultural RehabilitaiionLoan Agreement. At the same time, the World Bankrepresentative in 
 Lusaka commented that "it 
 woula not be
possible to bring about this 
far-reaching policy 
revolution


without assistance from o-her donors".
 

The formal forum for 
 coordination 
 is a Joint Monitoring
Committee comprised donors
of and government. But this
committee is unwieldy (more than 
 30 of the 68 diplomatic
missions in Lusaka 
have "aid" programs) and meets 
sporadically
(only twice 1985,
in both 
times at the behest of the iBRD).
Effective interactions occur more frequently on informalan
basis on the diplomatic "cocktail 
 circuit" 
 and in other
informial meetings. On questions of macroeconomic policy suchas balance of payments and budgetary performance, the IMF and
IBRD clearly take the lead.
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Lessons Learned
 

o A small post can strengthen its analytical capability to
 
identify SHMs through regular periodic TDY's of direct
 
hire officers and consultants.
 

o A Mission can improve the efficiency and effectiveness of
 
outside technical assistance by recruiting the services 
of the same persons on a recurriag basis. This approach
mainia. analytica1 continui _y and facilitates the 
establishment of rapport with 
host government and Mission
 
staff.
 

o 	 The SHM identification. process can be facilitated if
 
program activities are sharply focused on one or two
 
key objectives or sectors. 
 This permits "economies"
 
of analytical effort. It also strengthens the
 
analytical base underlying 
all program activities as
 
additional analysis is undertaken.
 

o 	 Informal discussions with host government counterparts

in advance of the negotiation of SH~s can provide
insight into the host government's receptivity to
 
contemplated SHMs. They for
also allow time ideas and
 
conceots to be vetted within the government.
 

o 	 In larger missions, the identification process can be
 
strengthened by appointing a SHM identification team
 
to 
identify SHMs and prepare supporting analyses.
 

o Overall program coherence can be facilitated .y 
comparing policy changes being sought unaer non-PL 480 
agreements with those being considered for PL 480 
agreements. This promotes program integration and
 
enables the Mission to identify "missing links" needed 
to strengthen the overall program. 

B. Negotiation Process
 

Entities Involved
 

The key GRZ entities involved in the SHM negotiations are the 
Ministry of inance (MOF) and the Minist"ry of Agrict.Iture and 
Water Deve!lopment (MAWD) and through them, the Cabinet. The 
Ministry of Cooperatives (created in 1983) participates when
 
issues within its purview are involved. Discussions with the
 
GRZ on self-help measures (SHMs) usually begin with MAWD. This 
was particularly the case during the period 1977 to L979 when 
SHMs emphasized institutional development in the areas of 
agricultural research, extension and planning. Even in the
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period 1980 to 1985 when SHM's 
shifted in emphasis to price

deregulation and market liberalization, MAWD remained centrally 
involved.
 

In the final analysis, however, MOF the
the was dominant
 partner on the Zambian side 
as it was responsible for the

allocation of government 
resources to the agricultural sector.

The MOF initiated formal requests 
for PL 480 assistance and
signed 
Title I and Title II agreements on behalf 
of the GRZ.

The MOF was the decision-making hub of 
the Zambian bureaucracy,

especially during the budgetary austerity of the early 
 1
L980 s.
 

Initially, the vested
GRZ responsibility 
foc PL 480 requests

and negotiations in the 
National Conmuission for Development

Planning (NCDP) . A close working 
 relationship was 
 never
estaolished, however, 
between USAID/Zanbia and tne NCDP. There
 were various reasons thisfor situation, including differences 
of personality and professional backgrounds between key 
actors

in each organization, as well 
as divergences of opinion over
such basic 
issues as the role of central planning and market
incentJyes in agricultural strategy. USAID/Zamij.a founddiffict -ty in placing personnel for the ZATPID project 
,Ywithiin

the NCI P and, during one nine-month period, .1naole getwas to
NCDP t 1 produce a ietter of request for PL 480 resources.

These uifficu.ties were resolved wnen GRZ decided to transferresponsibilities 
 to other ministries. In this 
case, ZATPID
 
came to be centered in the Ministry of Agriculture and PL 480
 
in the Ministry of Finance.
 

By 1985, the MOF was the dominant partner on tne Zambian side 
as the agency responsible for the allocation government
of 

resources to the agricultural sector. The MOF initiated for.nal
requests for PL 480 assistance and signed Ti.tle 
 i and Title ITagreements on behalf of the 
GRZ. If SHMs reIinfocced GRZ policy
as outlined in the current national plan, tie MOF and MAWD were
able to make an administrative decision to adopt them. If tne
SHMs departed from the prevailing government strategy, however,

the decision was referred to an interministeriaj committee oythe relevant Minister and then to the Cabinet. If a major
policy decision 
 was needed it would ultimately reacn 
 tne

Central Committee of the United National Independenice Party(UNIP) or tne President of tne RepuDlic of AZambia. written
understanding was reached that, in that case, USAD iZamD iawould not 
be privy to the content of Ministry recommendations
 
to higher authorities. In practice, however, the USAI has
been well informed of the policy options 
and recommendations
 
forwarded by MAWD.
 

For the most part, negotiations have been conducted with
technical officials thein Zambian bureaucracy. The pace of 
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technical assistance and trdining to strengthen the GRZ's
 
capacity to analyze, define, and implement development policy,
 
particularly as it related to rural development.
 

On the "action front", the Agriculture Research and Extension
 
(ZAMARE) Project (FY 1980) was iaunched to establish a
 
crop-specific research capacity as well as an on-farm research
 
approach in one or two geographic areas. It also aimed to
 
increase small farmer income and to increase the GRZ's capacity
 
to manage and replicate such programs. AID/Zambia also
 
approved an O.P.G. with Africare for a pilot agricultural 
production pro3ect (FY 1981) in the north-easuern part of 
Zambia. 
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the negotiations and the content of 
agreements has therefore
 
come to 
depend critically on the willingness of these officials
 
to support and promote particular SHMs. rare
In instances
 
where an SHM is sufficiently important to require 
the attention
 
of high-level 
Zambian authorities, USAID/Zambia, directly 
or

through the U.S. Ambassador, has sought 
to reach and influence
 
the President of the Republic rather members
than 
 of the
 
Central Committee. In negotiating the current measures to
 
reduce fertilizer subsidies, the key individuals approached
 
were the Economic Advisor to the President and the Governor of
 
the Bank of Zambia (BOZ). Both reportedly welcomed the thrust
 
of the current policy reform program.
 

Policy dialogue ha.s taken place regularly at three levels. At
 
the first and highest level, the AID Mission 
 Director
 
interacted officially via correspondence with the Permanent
 
Secretaries of the Ministries of Finance and 
Agriculture. In
 
practical terms, direct consultations and discussions held
were 

with less senior officials, namely the Senior Undersecretary of
 
the MOF and 
the Director of the Planning Division, MAWD. The
 
former official served intermittently as Acting Permanent
 
Secretary of the MOF and held seat the
a on Foreign Exchange

Control Commission. The aiscussions at this level concerned
 
the general policy content of the SH.1s.
 

At the second level, the professional staff of USAID/Z

interacted with their counterparts within the GRZ. From the 
USAID side the Agricultural 
Economist was concerned with CIP
 
agreements, the Agricultural and General 
Development Officers

with project agreements (ZAMARE and ZATPID), and the Food for
 
Peace Officer (FFPO) with PL 480 
agreements. Their 
contacts
 
were with 
 the GRZ officials mentioned above ana with 
 the
 
technical and administrative 
staff of the relevant GRZ units.
 
The FFPO, for example, made the procedural arrangements for

signing PL 480 agreements 
with the personal assistant to the
 
MOF Undersecretary and monitored 
the allocation ot PL 480 local
 
currency 
proceeds with the Director of Planning, MAWD. Whhile
 
the Agricultural Economist 
was primarily responsible for CIP
 
agreements, he also brought his professional knowledge to bear
 
in the PL 480 negotiations. 
 This overlap of personnel probably

helped to ensure consistency across SHMs negotiated in the
 
course of implementing different 
 USAID/Zambia crograms and
projects.
 

The third level of policy dialogue was witil[n the MAWD itself
and was conducted from 
 the USAID side by the technical
assistants (TA's) appointed on long-term contracts under tile
ZATPID and ZAMARE projects. Their counterparts on the Zambian
side were economists in the Planning Division, Department of 
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Agriculture (ZATPID) aad 
senior research and extension officers
(ZAMARE). Whereas seven of the eight ZAMARE TA's 
were assigned
to field positions at regional 
 research stations, all six

ZATPID TA's were stationed at MAWD Headquarters in Lusaka.
Central location 
 and daily contact with Zambian 
 planners
afforded the team more
ZATPID opportunities for 
policy dialogue

than their ZAMARE colleagues. Indeed, the 
 provision of
technical analysis improve
to 
 the quality of agricultural

policy decisions was an explicit goal of 
the ZATPID project.
 

The question remains, however, as what the
to extent
decision-making 
process in Zambia is influenced by technical
 
analyses or is driven 
 ny other, more pressing, political
imperatives. A nu*mber of possibly conflicting 
considerations

have to be taken into account and balanced at Cabinet level:

the technical advice of 
 MAWD (which tends favor
to high
producer prices 
to stimulate production); the 
fiscal objectives

of the MOF 
(which favor subsidy removal); and the political and
social concerns of UNIP leaders 
 (which favor low consumer

prices and 
uniform product prices). It is important that USAID
participants in the dialogue 
 maintain a knowledge of and
 
sensitivity to the various forces.
 

Approach
 

The 1982 AID/W policy paper Approaches to the Policy Dialogue

makes a useful distinction between "leverage" and "policy
dialogue". Whereas 
"leverage" 
refers to the capacity to have
 one viewpoint dominate over another, "dialogue" refers to the
interchange of ideas 
 and information. 
 There is always a
temptation to on where
rely leverage 
 one party (usually the

donor) has substantial economic resources 
that are urgently

required by the 
other (the liost government). On the other
hand, dialogue may be a preferrable alternative where 
the first
party (the donor) 
has broaa foreign policy objectives, lacks

information on local 
economic conditions or requires conformity

to a schedule for performance and reporting. The USAID
relationship with 
the GRZ can best be described as a policy

dialogue that is underpinned by a potential use of leverage.
 

In terms of procedure, 
 two approaches to negotiation are
possible, 
 each of which can be observed in the Zambian
 
context. Negotiations can be:
 

(a) Formal. Formal negotiations take place between 
teams of

professionals 
in which the members may not be personally

acquainted. An official setting 
is provided, usually a

conference 
room in wnich the two sides ace 
seated at

either side of 
a table. Discussions ace limited to 
a
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single meeting or series of meetings with a fixed agenda
 
and a deadline is set for reaching an agreement.
 

(b) 	 Informal. Informal negotiations often occur "one-on-one"
 
between individuals. The parties are often well known to
 
one another because they have met on numerous previous
 
occasions. The setting is a routine professional
 
interaction in the office of one of the parties or a
even 

relaxe.d social setting. The discussion is open-ended and
 
on-going, is not limited to a written agenda, and 
is not
 
constrained by an impending deadline.
 

Over time, the USAID/Zambia strategy for negotiating PL 480
 
agreements shifted a to. a more informal
from formal approach.
 
In the early 1980's the process of negotiation was initiated
 
with a large meeting presided over by the Permanent Secretary
 
of Finance. The GRZ side was represented by all those involved
 
in the implementation 
of SHM's, that is, MOF, MAWD, NAMBoard
 
and the National Milling Company; AID representation included
 
the Mission Director, FFPO and REDSO personnel. A draft
 
agreement was circulated in advance of the meeting and the
 
agenda comprised detailed discussion of every proposed SHH. A
 
second, smaller formal meeting was later scheduled to sign the
 
agreement.
 

By 1985, the process had become much more informal. The first
 
contacts 
with the GRZ may begin up to six months before the
 
annual PL 480 agreement is due. These discussions take place
 
by appointment at MOF/MAWD or during encou*nters at official or
 
social functions. Only after informal agreement is reached on
 
broad principles does the Mis-sion Director 
 send written
 
proposals to the PS, MOF with copies to the Undersecretary, HOF
 
and Planning Director, MAWD. When the Mission feels it has an
 
adequate understanding concerning the appropriations and
 
feasibility of alternative SHMs, these are cabled to AID/W and
 
approval is received thereafter. If at any stage changes are
 
made at GRZ behest, the Mission in Lusaka must refer to AID/W
 
for approval.
 

Only when the prospects are good for final agreement do the
 
parties sit down to a session of formal negotiations. At this
 
juncture, details of wording in the proposed SHM's are hammered
 
out. A senior USAID/Z official expressed the opinion that
 
formal negotiations were useful in encouraging GRZ to
 
acknowledge its commitment to SEMs. The the
fuller 

understanding of the GRZ of the implications 
of an agreement,
 
the less likelihood that misunderstandings would arise during
 
implementation.
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The key element in the negotiation process seems to be the
establishment 
of rapport among the key actors. Individuals on
both sides told this evaluation team that, 
 as might be
expected, they found certain 
of their counterparts easier to
work with than 
others. With reference to MAWD, 
better personal

relationships seem 
to have been established at the 
Mission
Director level at the
than either professional staff TA
or
levels. This may 
 in part be a function of the Mission
Director's position, his seven-year 
tenure in Zambia, and his
preference 
to conduct policy negotiations himself rather than
delegate this responsibility 
to his suaff. To all appearances,

however, 
Mission and GRZ negotiators have worked out a method

for mutual accommodation that works 
in the Zambian context.
 

The mixed formal/informal approach used 
by OSAID/Zambia was
compared favorably by 
 one senior Zambian official to the
stricter style of negotiation employed by the World Bank. 
 The
 
presence of an AID Mission in a
Lusaka with growing staff, and
relative stability of personnel 
on the Zambian side, have
facilitated 
continuity of discussions among 
the same peopie
over time. Un:il 1985 the had a
IBRD only single
representative in Lusaka and was unable 
to invest much effort

in setting the 
stage for successful negotiations.
 

USAID/Zambia 
has also sought to make tne 
pace of negotiations
relatively leisurely by early initiation and thus 
to allow both
sides to reflect on the ramifications of proposed policy
changes. By contrast, the 
IBRD/IMF negotiations are conducted
by visiting from
teams Washington 
under tignt time limits.

This intensive approach is interpreted on the Zambian side as
imposing too much 
outside pressure in too short a 
time for
adequate review and appropriate level concurrenice.
 

Finally, the total 
 amount of resources committed Dy
USAID/Zambia in any given year 
($57 million in 1985) is not as
large as the IBID 
($300 million in 1985) or IMF 
($225 million
for 1984-85). This reduces the 
relative capacity of AID to use

leverage, 
 even if this approach were deemed 
preferable to
 
dialogue.
 

A more informal approach, however, not
is without pitfalls.

Sometimes, USAID/Zambia officials have kept other
not each
fully 
informed about their discussions with GRZ officials. in
the period 1980-1983, for example, there was 
 occasional

disagreement between Mission
the Director and FFPO
the with
regard to PL 480 discussions with 
the GRZ. One of the problems
with informal exchanges is 

the 

that since success often depends on
personalities, professional 
 backgrounds and personal
relationships of 
 particular individuals, there be
can 
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disruption when staff changes are made. The arrival 
of a new
 
FFP officer in 1984 appears to have improved the situation
 
described above, but it is unclear what the effect of the
 
appointment of a new Director of Planning, MAWD in late 1985
 
il be on policy dialogue.
 

Perhaps the most serious breakdown of dia-Logue occurred in 1984
 
with the failure of ZATPID personnel to ooserve the official
 
channels of administrative communication within MAWD. A U.S.
 
contract economist made the mistake of going directly to the
 
Permanent Secretary over the head of the Director of Planning
 
with a policy model which ultimately failed to perform as
 
promised. The GRZ demanded that the economist leave the
 
country, and used the occasion to express dissatisfaction with
 
other members of the ZATPID team. Moreover, general concerns
 
were expressed to tnis evaluation team that all USAID/Zamoii
 
officials needed to spend more time out of the office on rural
 
field visits and in discussions with MAWD pe:sonnel. Tne
 
Zambians felt the need for further improvements in the USAID
 
staff's appreciation of tne constraints faced by GRZ in rapid
 
policy reform.
 

Despite setbacks, however, the mixture of informal and formal
 
approaches adopted by USAID/Z has led to a genuine aialogue.
 
Most of the SHMs adooted between 1978 and 1985 appear to have
 
adherents among the professionals in MAWD and the MOF. Indeed,
 
tne insistence by donors on policy reform probably strenglhened
 
the hand of technically oriented officials in internal GRZ
 
policy discussions. When a particular policy reform departed
 
too sharply from current political thinking, however, the MOF
 
and MAWD negotiators declined to support it. In other words,
 
progress on reform ;as only possioie
policy .. wien there was a
 
strong domestic "constituency" within the relevant Zamoian
 
administrative agency.
 

Differences of opinion did arise between USAID/Zamoia ana the
 
GRZ over the substantive content of SHMs. In each case,
 
however, there was "give and take" oetween the parties. In
 
some cases USAID/Z acceded to the GRZ position, for example,

that the Zambians had the principal, almost exclusive, say in
 
the programming of local currency oroceeds from PL 480 Title I
 
loans. in the case of grants (Title !I, ES-), however, USAID/Z
 
was aole to ensure that it retained a significant voice in the
 
use of -Local currency.
 

In other cases, tne GRZ acceded too quickly to tne AID position
 
in order to gain access to urgently-needed PL 481) resources.
 
For example, in negotiating with ':ne World Bank and
 
USAID/Zambia on tne measures calling for the removal of
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fertilizer subsidies 
 and the introduction 
 of spatially

differential producer for
prices maize, 
the GRZ approved the
 measures before reaching 
a full consensus 
within the Cabinet.
 

A third alternative to concession by either side was to 
find a
middle position. 
 This was often effected by the inclusion of
ambiguous wording--"the 
 GRZ will consider", "take 
 into
account", "appropriate incentives", 
 "phased feasible

reduction"--in the annual PL 480 agreements.
 

In sum, a negotiation 
 process has been institutionalized

between OSAID/Zambia and GRZ has
the that become relatively

routine. By 1985 
 the Mission claimed "no substantial
disagreements" on the self-help measures. 
 As evidence,. Mission
officials cited 
the 1985 PL 480 discussions in it
which proved
possible 
to dispense with formal negotiations entirely. The
proposed SHMs were submitted in writing to the MOF and 
were
returned, without significant changes, 
within three weeks. In
this case GRZ
the had little difficulty in accepting the 
terms
since they had already committed themselves to more stringent
measures under 
 the World 
 Bank Agricultural Rehabilitation

Agreement. 
 Indeed, PL 480 agreements were always easier to
obtain if similar SHMs, 
for example under the CIP program or
the ZATPID/ZAMARE projects, had already been 

in
 
secured earlier in
 

the same year.
 

The converse 
was also 
true, namely, that PL 480 agreements
achieved 
early in the year could open 
the door for other
 programs in the USAID/Zambia portfolio.

of 

One of the advantages
an integroted assistance 
 strategy 
 is that successfu±
 agreements on one 
program can the for
reduce need 
 negotiation
 
on other, related programs.
 

Over almost a decade of 
policy dialogue concerning PL 480 and
other USAID programs, 
 a gradual but substantial 
 shift nas
occurred in GRZ agricultural policies. 
 The GRZ has moved from
a rhetorical commitment 
to agriculture to real to
a willingness
create conditions favorable 
to the development 
of that sector.
Even though several 
rounds of annual negotiation were required,
the GRZ ultimately decided, at least 
on paper, to adopt a
policy reforln package 
that closely resembled the measures

had been promoted by donors and lenders. 

that
 
Until such time ai
the existing agrce.Ients are largely impiemended, it is unlikely
that either side will propose or accept new 
support measures.
 

Lessons Learned
 

o Consistency of self-lelp 
 measdres across 
 different
 
programs 
can facilitate negotiations. Once 
agreement is
secured on one 
program, agreement can 
proceed smoothly on
 
other programs that follow.
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O 	 Overlapping personnel (e.g., the AID Director, 
the Ag

Economist, the FFPO), in negotiating SHMs for different
 
programs can facilitate agreement.
 

o 	 Mixing informal and formal approaches can facilitate
 
agreement and leave the host government feeling they were
 
involved more in "dialogue" than "leverage".
 

o 	 Interagency communication is very imoortant in informal
 
dialogue as well as in formal negotiation.
 

o 	 The key element in the negotiations process is the
 
establishment of rapport among the key This is
actors. 

likely to arise when negotiations are conducted between
 
individuals of similar rank and professional background.
 

o 	 Negotiations can be impaired if U.S. country 
team members
 
or consultants do not observe ofiicial channels 
 of
 
communication within host government institutions.
 

o 	 AID officials need to be very sensitive to the
 
administrative workload imposed on tne time of senior 
officials by requiring many and complex iiiplementation 
procedures and by commitments that take substa;ntial time 
to analyze. (The newness, large size, and complexity of 
aid in Zambia make this a potentially serious problem.) 

C. 	 implementation and Monitoring Process
 

Entities Involved
 

The Ministry of Finance nas served 
as the supervisory and
 
monitoring agency for policy adjustments made throughout the
 
GRZ, for example, in MAWD, NAMBoard, and the Ministry of
 
Cooperatives. The is to annual
MOF required provide certified
 
financial statements on local currency attributions; MAWD is
 
required to provide annual progress reports on Title I
 
activities. USAID/Zambia is responsible for monitoring the GRZ
 
ooth in respect to the implementation of agreed-upon self-help
 
measures and in the timely submission of reports.
 

In September 1982, the Regional Inspector General for Audit,
 
Nairobi recommended that USAID/Zambia put "increased pressure"
 
on tie GRZ to meet the provisions of PL 480 agreements. This
 
evaluation concluded that (a) the GRZ's self-help reports had
 
not oeen punctual or precise; (h) the GRZ has never submitted a
 
certified statement of receipts and expenditures on local
 
currency use; and (c) USAID/Z needed to formalize and improve
 
the monitoring of self-help "projects".
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It must be noted that 
the Zambia Mission disagreed with most of

these conclusions 
and recommendations. 
 It pointed out that
timely reporting by the AID/W annual 
deadline (then December

15) was not 
realistic when Title I agreements in Zambia 
were

usually signed in June, July 
or 
August and when commodities did
not arrive until October, November or December. (It should be
noted, however, that by FY 1986 USAID/Z 
had accelerated its
planned schedule for PL 480 negotiations and delivery 
 of

commodities in order to 
 respond to USDA early progra.aming

initiatives and spread workload
to the 
 in the Mission more
evenly over the financial year.) 
 The Mission also claimed that

AID/W or USDA had 
never insisted on the strict enforcement of
financi.al reporting requirements worldwide. Finally,

USAID/Zambia argued the referred
that SHMs to policy reform
rather than 
to project activities and thus were not 
verifiable

by field trips and onsite inspection as recommended in the
evaluation. 
 The 1982 and 1983 reviews of 
the CIP loan program

recommended 
that the USAID hold quarteLly meetings with GRZ to
discuss and determine the 
use of local currency generations,

although it unclear
is whether this provision was intended to
 
apply also to PL 480 
Title I loans
 

Tmplementation
 

Over the ten years 
of the PL 480 Title I program, two factors
 
appear to have affected the 
ease with which selfhelp measures
 
have been implemented. The 
first and most important is the
relative ease or 
difficulty of the negotiations over specific
measures. In 
 cases where USAID the were
and GRZ in basic
 
agreement from the outset 
 or where the measure ,aas
non-ccntroversial, implementation proceeded 
 relatively

smoothly. In 
 cases where the initial positions of the two

parties were far apart, 
perhaps because the proposed policy
measures were politically sensitive, 
 implementation became

slower, and sometimes stalled. The 
existence 
of a written
agreement did not necessarily signify that all elements 
within
the GRZ had "lined up" in full support of the SHMs. Indeed,

the implementation process has often 
required that specific

measures be renegotiated, point by point 
 and with new
compromises, at the 
time they are scheduled to be put into
 
effect.
 

The second factor is the extent to which policy-oriented SHIMs
 can be complemented with 
project assistance. Although tne

USAID/Zambia program offers 
an excellent example of programintegration, implementation P d monitoring could be facilitated
 even more if additional 
project aid were made available to
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supplement the current program and if existing project aid were
 
drawn upon 
to an greater extent. This might require additional
 
technical staff being assigned to USAID/Zambia as well. Now
 
that the GRZ has agreed to undertake the difficult policy
 
reforms that AID and other donors have promoted in recent
 
years, increasing project support directed at the private and
 
cooperative sectors would seem appropriate.
 

The first PL 480 agreements in the late 1970's gave prominence
 
to Essentially non-controversial issues: the acceleration of
 
applied research on food crops, the strengthening of
 
agricultural planning and the forging of links between research
 
and extension and unspecified measures for increased economic
 
staoility. These measures were subsequently reintorced with
 
AID funded projects (ZATPID and ZAMARE) approved in 1980. The
 
latter project was implemented with speed and effectiveness.
 
By June 1985, a mid-term evaluation of ZAMARE noted that the
 
overseas training of Zambians was on schedule ana that nuw
 
varieties of maize and soybeans had already been released to
 
small farmers. Obstacles to project success--the persistence
 
of an institutional gap between research and extension and the
 
weakness of tie extension operations ft field level--are
 
expected to be addressed if a second phase of the project is
 
approved. The ZATPID project has moved more slowly, but Dy tne
 
time of the midterm evaluation of Marcn 1984, seven imajor

policy studies had been completed.
 

Some more controversial self-help measures, however, require

protracted negotiations and prove difficult to implement. The
 
toughest negotiations occurred in 1981 when USAID/Zambia oegan
 
to push hard for specific benchmarks on subsidy reduction for
 
maize and fertilizer. . The top administrators in HOF/'MAWD
 
initially were reluctant to take tne lead on measures 'ditn
 
which they as professionals may have disagreed or whicn tney
 
thought were unlikely to command support in the Cabinet. By
 
1982, however, the Minister of Finance and the Minister of
 
Agriculture had come out openly in favor of price reform and
 
the climate for discussions of such measures had improved
 
substantially. Indeed the 1983 self-help report noted that "it
 
is the desire of the party and its government to provide strong


"
producer price incentives to farmer . By 1985, the President
 
of tne Republic of Zamoia had also out hLs own consideraDle 
prestige on the line--against strong opposition witnin UHIP--in 
favor of measured price deregulation, incluaing the auctioning

of foreign exchange. He also appears to nave personally made
 
the decision to raise the 1986 maize producer price from K45 to
 
K55.
 

On the other hand, in practice the complete removal of
 
fertilizer subsiaies has yet to occur and plans for phased
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reductions have 
fallen behind schedule. In 1981, 
the GRZ first
undertook to aim for 
real prices for fertilizer and advised the
IMF that all subsidies 
including those for transportation and
handling 
costs would be removed by 1984. 
 The ZAMCAM agreement
included a 
condition precedent to reduce the fertilizer subsidy
by one-third but by late 
1985, the question of whether 
tne GRZ
had complied was holding up 
the release of funds.
 

The GRZ nad delayed raising fertilizer 
prices for the 1985/86
season until 
after the farmers had already made 
most of their
fertilizer 
 purcnases. Nonetheless, 
 for the year the IBRD
apparently decided to relax the 
same condition, included 
in
their ARP agreement and release funds the
on basis of general
compliance 
with other conditions precedent and the Cabinet's
decision to 
raise fertilizer prices in 
January 1986. For a
variety of reasons the 
Lusaka AID Mission was willing to follow
suit but, at the of
time this writing, AID/Washington did not
accept the Mission's recommendation 
 on this matter. The
release 
of ZAMCAM funds was frozen until such time as the GRZ
made a puolic announcement 
that fertilizer subsidies had been

reduced by 
at least one-third.
 

Delay in the implementation of ZAMCAM 
in this case "spilled
over" 
to affect tne imple-mentation 
of other GRZ-AID programis.
The Undersecretary, 
 MOF was uncer pressure both from his
superior and the end-users 
of foreign currency (in this 
case,
transport companies) to 
 release funds. 
 He was therefore
unsympathetic 
 to appeals 
 by the RFFPO to improve PL 480
monitoring procedures until 
such time as ZAMCAM funds arrived.
In this of
type case, the tight integration of programs 
witnin
an overall assistance strategy 
may iead to some implementation
bottlenecks. 
 The host government can argue 
that it will not
respond to AID's request 
on one program until own
its demands
 
on another program are met.
 

By 1985, the policy deoate had come to include private 
sector
marketing 
of maize and fertilizer 
and the reduction ot the
NAMBoard marketing monopoly. 
 Yet senior officials 
 in the
Ministry of Cooperatives 
were not 
aware of the iioeralization
policy. The GRZ 
agreed to PL and
the 480 ZAMCAM agreements.
USAID/Zambia invited 
Ministry 
of Cooperatives representatives
to tne ZAMCAM 
and Title I negotiations out 
the latter did not
attend. Nevertheless, 
 the aewly-appointed 
 Director
Cooperatives, 
who had been informed in his previous position 
of
 
as
M-1AWD Director of Planning, expressed 
grave doubts about
capacity 
 of the private the
 

sector to respond to market
opportunities 
and the ease with which the government would
able to monitor production 
be
 

and maintain a national grain
reserve. 
 in other words, 
 difficult negotiations 
 can oe
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anticipated in the years ahead, 
as AID and other donors attempt

to pin down the GRZ on measurable commitments and firm
 
deadlines on market liberalization. Illustratively, it seems
 
debatable whether GRZ be
the will able to comply with
 
agreements 
on the removal of all subsidies from cooperatives
 
and parastatals by 1988.
 

One harbinger of 
 success in the government policy of
 
privatization of parastatal operations 
 is the current
 
negotiations 
 between ZIMCO and a consortium of Heinz and
 
Colgate-Palmolive under 
which the consortium would take over
 
and operate the ROP LTD. oil processing facilities. At the
 
time of the evaluation the negotiation was down to the final
 
issue of who gets 49% and who 
gets 5L% of the stock. The
 
latest word was that ZIMCO agreed turn 51%
to over of the

ownership and control. This 
would remove one PL 480 issue
 
raised by Washington on the need for GRZ 
or USAID to take
 
direct steps to improve ROP operatiors.
 

Implementation 
 problems are sometimes attributed by zhe

Zambians to the USAID/Zambia side. In December 1985, for

example, the MOF was seriously concerned about delays in the
availability and draw-downs from USAID loans and grants.

Commitments had been made by the 
GRZ to orovide commodities to
 
the trucking industry the had beenbut funds not released due 
to GRZ failUre to meet conditions precedent (CPs) . Two 
agreements had been signed in CY from1985 which resources were
not yet available: the ZU.MCAM for $25 million in September and
the ZAPS for $15 million in November. It was claimed by L1OF
that financing from other donors, notably SIDA and EEC--wnich
do not include conditions precedent in their agreements--moves
much more quickly and easily. A senior MOF official complained
that "before signing you (AID) pash us very hard; but as soon 
as we have signed, everythirg stops". Problems relate to 
conditions precedent, the procedures for release of funds and 
to the verification of performance of 
self-nelp commitments.
 

It appears that SHMs are sometimes prepared by MOF and donors
 
without adequate analysis 
of the practical implications of
 
putting them into effect. It was noted that, 
while there were
 
some aelays 
 in draw-down on the IBRD Agricultural

Rehaoilitation loan, the Industrial 
Reorientation program 
was
 
moving rapidly. The problems linthe agricultural sector are
 
that farmers are 
 reluctant to draw on available foreign

exchange because of the high exchange rate, the uncertainty of
 
future prices, and the fact that farmers alreadyhave made most 
of their purchases oy this time of the crop year. Industry
already has, or has been offered, lioerty in pricing to
 
recapture its higher Kwacha ourlays for imports.
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Methods of Monitoring
 

Of the entities involved, USAID/Zambia has had 
a more explicit
concern than 
the MOF with the monitoring and implementation of
SHMs. 
 A senior MOF official conceded that "we review PL 480
agreements 
but. we do not go deeply into them". 
 The MOF lacks
the staff 
to do much more than inform implementing agencies
within the GRZ of the agreements reached: "we do 
not follow up;
we are 
 under too much pressure from donors for new
agreements". 
 The only time that the 
MOF has further contact
with implementing agencies is 
if foreign exchange is required.

Within recent months the staffing position 
had improved at MOF
with the transfer of personnel from NCDP; even though the MOF
would 
 like to play a proper advisory role, vis-a-vis

implementing agencies, there 
is still insufficient staff to do
 
an adequate job.
 

In an assistance strategy 
which rests principally on policy
dialogue, implementation 
 is in the hands of the host
government. Unlike a project-led strategy, where 
TA personnel
occupy operational positions 
within HG institutions, in th is
case AID is in a weak Position 
to follow up. The process of
monitoring HG implementation therefore *ecolmes critical.
Monitoring should be 
more 
than a mere paper exercise to satisfy
standard 
reporting and evaluation requirements. lhen linked

phased disbursement of funds, it main, 

to
 
is USAID's and possibly


only, method of post-agreement control.
 

On the USAID/Zambia 
side, methods of monitoring include the
establisnment of 
 benchmarks, the commissioning of in-house
analyses, procedures for foliow-up and scneduies 
 for the
disbursement of commodities 
and local cucrency. Each will be
 
considered in turn.
 

Over time, and 
to the credit of USAID/Zambia officials, in
general SHMs have 
been expressed in terms of increasingly more

precise evaluation criteria. The first 

in 

time a measure appears
a PL 480 agreement it may be included 
in somewhat general or
ambiguous 
language. In subsequent agreements, however, the
language is tightened and more 
 specific performance

requirements are added. This eitner 
 takes the form of a
measuracle benchmarK 
 ("increase nrofessional 
 ana
non-professional 
 s taff positions"; "reduce the fertilizer
subsidy by one-third") or an explicit 
deadline ("advise USAID
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of such decisions by June 1, 1983"; "complete studies by July
1, 1986") .5/ 

The Mission jealously guards its independence in establishing
 
benchmarks. On several occasions USAID/Z has resisted the
 
imposition of additional or more rigorous benchmarks by AID/W
 
on the grounds that officials in Zambia are better able to
 
judge what performance can realistically be expected under
 
prevailing local conditions.
 

Not all targets are met. It is clear, for example, that the
 
GRZ has not started to develop a program to address the soil
 
acidity problem in Zambia, due before 1986 as spelled out in
 
the 1984 PL 480 agreement. But the provision of a benchmark
 
clearly has increased the ability of USAID/Zambia to hold the
 
GRZ accountable for performance on SHM commitments. However,
 

5/ While the CPs agreements appeared quite specific, i.e., a
 
one-third reduction in the subsidy on maize and
 
fertilizer, how tnis was to be interpreted, as it turns
 
out, is not so clear. The GRZ normally sees the kwacha
 
cost of the subsidy as its budget outlay which is the
 
difference between total K costs inciuding distriotion 
ccsts of fertilizer (or aiaize) and the neo sales proceeds 
in kwacha. In effect, first in, first ouC (FiFO) 
accounting is used: (A) AID/W argued that cost should be 
based on the net sales proceeds compared with cost of
 
replacement of stocks, last in, first out (LIFO); (B)
 
There were two years stocks on hand and the kwacha had
 
declined by 65% in Occober 1985, with the initiation of
 
the FX auction system. This AID/i position on fertilizer
 
seems inconsistent since it apparently has not objected
 
to FIFO Zor maize and mealie meal. An ailernative
 
interpretation might have included the first FIFO
 
approach, but conversion of the suosidy cost into dollar
 
values at. the prevailing K exchange razes for 1984/85 and
 
1985/36, (C) Another alternative would be to apply the
 
second method (B), but then again convert total kwacha
 
costs for 1954/85 and 1985/86 into dollar values, (D).
 
AID/W has argued for (B) the most extreme interpretation
 
while the IBRD apparently ha2 accepted progress to date
 
as meeting rhe requirement. Any of tie other 
alternativjes suggested acove would show Mucil more 
progress in meeting the commitment than does the AID/! 
proposal. 
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there is little point 
having measurable 
evaluation 
standards
unless data are gathered to trace 
actual performance. This
task of analysis 
 has fallen exclusively to USAID/Zambia
personnel and consultants. 
 There 

in 

is limited technical capacity
the Mission, however, to undertake "in-house" monitoring and
evaluation studies 
on more than a selective or 
ad hoc basis.
 

One exception should 
be noted. The 1984 
CIP agreement and the
1985 and 1986 PL 480 agreements 
in
called for real increases
GRZ budget allocations 
 and expenditures 
 for agricuitural
research, extension 
 and planning. A staff assistant
USAID/Zambia analyzed the GRZ budget 
at
 

for the 
period 1980-1985
and found that allocations 
to MAWD had declined on average by
more 
than five percent per 
annum. 
 The GRZ therefore did
have a record of meeting this support 
no­

measure as specified in
written agreements. 
 The USAID/Zambia 
 analysis nonetheless
concluded 
that, since the budgets for research and statistical
services had 
declined 

wnole, 

less than the government budget az a
the GRZ had complied with the 
spirit of the agreements
by making efforts to fund key agricultural agencies.
 

When targets are not oeing met in a 
timely manner, USAID/Zambia
nas several methods 
of follow-up 
action at its disposal. ThJis
is best illustrated with 
reference 
to a deadline that was 
abou:
to fall due wnile this evaluation 
team was in Zamrbia. The 1985
PL 480 agreement called 
for the GRZ, in this case 
the ,',inistry
of Legal Affairs, to promulgate procedures and 
criteria for the
licensing of private 
 agricultural traders 
 by December 3V
1985. 
 The GRZ has decided to 
amend the National AgricultUral
Marketing Soard 
 Act, an approach which would 
 involve <
time-consuming 
 parliamentary passage through tNational
the
Assembly. USAID/Zamoia 
was concerned 
chat the deadline was
approaching without 
 the necessary action 
having been taKen.
Based on 
similar past experiences, several 
stages of follow-up
were envisaged. 
 First the Undersecretary, 
 MOF would be
reminded informally by telephone. 
 A letter would next 
be sent
to the Permanent Secretary, followed, necessary, by
if 
 letters
to the Ministers of 
Finance and Agriculture. If this 
failed to
get results, 
the Mission Director would 
seek meetings with tne
Ministers and 
 offer local currency to help expedite the
arrangements for 
implementing the 
support measure.
 

At least one USAID/Z official predicted that "delaying
disbursement". would 
become an increasingly important tool 
 as
more stringent self-help measures 
come due for implementation.
The inclusion of "conditions precedent" in SHM agreements
provides 
a ouiit-in mechanism for maintaining direction and
speea. "Conditions precedent", wnch 
can Z1e monitored more
closely than covenants, have 
been found by the Zambia Mission
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to be both an asset and a liability. On the one hand they

permit AID to hold the GRZ accountable to specific wording in
 
SHM agreements but, on the other, they sometimes become
 
inappropriate when the situation that obtained at the time of
 
agreement has changed by the time of implementation. For
 
example, the 1985 CIP agreement required the GRZ to provide
 
full cover in kwacha before a letter of credit could be opened
 
for the imoortation of commodities. The foreign exchange
 
auction, huwever, depressed the value of the kwacha by a factor
 
of 3 (from OS.50c to US.16c) which in turn required the GRZ to
 
set aside prohibitive amounts of local currency as a
 
precondition for CIP imports.
 

AID's insistence on local currency programming, resented by the
 
GRZ in the case of other donors, has increased the GRZ
 
management and reporting load and complicated the budgetary
 
process to the point when these requirements soon may begin to
 
prove counterproductive. Where amounts of LC are as large as
 
they are in Zambia it might be better to argue that a small
 
percentage of the LC from ESF and PL 480 could be seriously
 
programmed for jointly agreed-upon uses and the oalance simply

attributed to the GRZ's development oudget with minimal budget
 
reporting requirements or better the remainder might be
 
attributed to the overall budget with no reporting requirements

beyond review of total allocations by sectors.
 

The final step in the annual monitoring cycle is the
 
preparation of a self-help report. Responsibility for
 
preparation of basic information 
for this report appears to
 
rest with the Planning Division, MAWD. However, MOF must get
 
the report finalized as a precondition for futu ' negotions.
 
Reports on local currency attribution emanate from MOF. On at
 
least six occasions over the last eight years the report has
 
been submitted lat , usually by March or April rather than by
 
Decemoer 15. The 1985 report, due now an earlier
by deadline
 
of November 15, had nct been received at the time of writing

and the person responsible was on an overseas assignment. On
 
at least one occasion an interim report was prepared by the AID
 
until such time as the GRZ report arrived. Indeed, several
 
Mission officials expressed the view that it was more efficient
 
for USAID/Zambia to prepare drafts of routine documentation for
 
GRZ signature in order to ensure that they include tie content
 
and format suitable for monitoring of USAID assistance programs.
 

In sum, the GRZ has adapted its own procedures to provide a
 
minimum level of monitoring in the form of annual selfnelp 
reports. It seems that even in the instance of se±i-nelp 
reports, however, the GRZ involvement is motivated more to 
fulfill a AID requirement than to develop an iiterna1 
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monitoring system 
of 
its own. The quality of the reports has
not changed markedly 
since the 1982 audit report commented that
"those submitted 
 were not complete, lacking 
 specific
information 
on some 
self help activities".
 

In other 
respects, monitoring performance has improved over the
situation noted 
 in the same report. For example, greaterattention 
is now paid to the monitoring of 480
PL local
currency proceeds. During the visit of 
the evaluation team the
RFFPO was tryinq to establish 
a system for tracKing local
currency deposits in the Special 
 Account 
 of the BOZ. It
appeared that the necessary information 
was available within
MOF, 
but a method was required for 
recording and submitting it
to AID. As further support of 
improved monitoring,.the MOF for
the first time submitted reports 
on the attribution 
of local
currency proceeds. Improvements in reporting were only
achieved, however, a
as result of repeated reminders by the
FFPO and other Mission staff. All told, 
the monitoring of PL
480 SH.Ms is one of the 
weaker parts of the interactive process

between USAID/Zambia and GRZ.
 

Lessons Learned
 

o Where the donor and HG are in 
oasic agreement on SHMs,
ilplefrentation proceeds smoothly; 
where the donor 
ana HG
initially disagree the
and SHMs remain controversial,

implementation problems are encountered.
 

o The integration 
 of several programs into 
 a coherent
assistance strategy 
 can sometimes contribute to
implementation delays--the HG can delay proceeding on oneprogram until 
 the donor responds to HG requests 
 on

another program.
 

o Well-selected and caretully-designed projects are auseful supplement to policy dialogue and reform 
because
they reinforce 
 mechanisms 
 for implementation 
 of
 
negotiated reforms.
 

o While it may 
be desiraole at first to state 
SHMs in
general terms secure
to agreement,

of 

the gradual injection
more specific benchmarKs ana deadlines may oe
desirable later 
 to faciliate 
 Lmolementation 
 anu
monitoring. The 
country mission should oe the
in best
position to 
 judge whether 
 specific requirements

suited to 

are

the particular country circumstances.
 

o IE monitoring is focussed 
 only on tne sunmission 

self-help reports, 

of
 
the HG is likely to r2gard monitoring
as a fulfillment 
of a donor requirement rather than as a
 

-43­



useful device for improving its own implementation

performance. Implementation and monitoring discussions
 
can and should be an important part of the policy and
 
program dialogues.
 

D. Congruence of Self-Help Measures and Government Action
 

Cause 
 and effect between self-help provisions or other

commitments contained agreements
in and host government (HG)

action are at best very difficult to establish even by those in
 
a position to observe events directly. Arriving years later,

with most of the principal actors no longer around, making 
a
 
reliable determination of directions 
 of cause and effect
 
becomes even more difficult. The team has opted instead, for

this exercise, to examine the record 
and attempt to gauge
 
congruence 
between GRZ policies and the commitments contained
 
in PL 480 agreements. Beyond this congruence 
with respect to
 
the initiation of new directions, it is possible to identify

instances where US aid has been 
supportive of implementation

actions regardless 
of the source of the impetus for the new
 
policies or other reforms.
 

Review of the Government's various 
five year and interim plans,

the self-help provisions of the PL 480 agreements,

self-help reports covering 1977 to 1983, the 

tile
 
various CIP
 

authorization documents, Project Papers, PAAD's and evaluation
 
reports indicates that indeed there a
is very high level of
 
congruence between commitments 
contained in US-GRZ agreements

and GRZ performance. Further, while there have been some
 
delays, the Government has done a respectable job in r.eportin g

specifically on implementation of the self-help measures 
in the
 
PL 480 Title I agreements despite the large number of 
measures

included over time and, in years,
some virtually total change

in the specific self-help agenda within the overall

stabilization and development policy 
theme. However, some SHMs
 
dropped from subsequent agreements sometimes appear to 
 have

been overlooked by the GRZ although the 
issues continued to be
 
current.
 

Disregarding 
the question of which reforms, if any, can be
 
shown to originate with the PL 480 negotiations, it is clear

that the US has been extremely supportive of Zambian efforts to
 
recover from the disastrous economic problems resulting from
 
mostly international events beyond its control--decline in
 
copper demand, sharp increase in prices of oil and other
 
imports, regional high and
instability, cost 
 uncertainty of
 
links to the sea. 
 It is evident too that many of the resulting
economic proulems--oalance of payments, domestic deficit, large
 
net agricultural import requirements (it could not
finance)--were greatly aggravated by the choices made in
 
economic organization and development.
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The supported reforms center around above
the choices. There
 seems to been
have substantial agreement on the diagnosis of
the problem and the prescription for the cure by the late
1970's when 
the US began its rapid increase in financing. The

US has applied its resources in support of measures 
to improve

research, 
extension and planning capability; reduce levels of
spending on food subsidies, especially consumer 
 subsidies;

improve price incentives 
 for farmers; increase private
enterprise involvement in marketing; 
 reduce input subsidies

(with some variations); reduce or 
 eliminate spending on
subsidies for parastatals involved in 
marketing and transport;

reduce the domestic budget deficit; and narrow the BOP gap.
 

The US has provided a great deal of continuity in its emphasis
on improvement in economic policies though spicific items
changed considerably. The Government has 
 taken significant

steps to 
 implement improved policies, e.g., better, more
appropriate and 
 timely farm price adjustments, austerity

budgets, control of imports and, 
most recently, freeing of the
exchange rate the
by introduction 
of a FX auction system,
measures (albeit as yet feeble) to make 
parastatals more
 
efficient 
and reduce their roles, attempts to improve the farm
credit system, stimulation of cooperatives, development
 
programs specifically directed to small farmers 
(e.g., LIMA),
reduction in agricultural subsidies from 
t154.5 million in 1982
 
to K82 million in 1983 (-47%)* to name a few.
 

In 1985 the IMF and IBRD have established a position of
leadershio of 
the donor community in negotiation of and support
of an intensified 
program of economic reform. The 
US provides

major bilateral 
donor support to the new initiatives whicn in
1985 have established an exchange auction system 
and aim to
eliminate all suosidies 
by 1988 including food, agricultural

inputs and parastatals in all 
 areas. Whether these
 
comprehensive reforms be
can 
 carried out without unacceptable

economic, social and political consequences is yet seen.
to be 


The reduction in agricultural subsidies followed 
 a
 
commitment of 1981/82 
to make a 50% reduction by 1983.
After declining from K154.5 million in 1982, to K82

million in 1983, the subsidy went up to K91 million in

1984, 
out given the decline in the value 
of the kwacha,

this was a reduction from US $160 million in 198i/82 
to
 
$51 million in 1984 (-68%).
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The introduction of the FX auction in October, 
that resulted in
 
a 
65% devaluation, is having rapid repercussions throughout the
 
economy since commercial agriculture, industry and mining are
 
so heavily dependent on imports for intermediate production

goods. The large drop in the exchange rate has created serious
 
new distortions in prices and made some 
of the very commendaole
 
early progress on stabilizatio appear insignificant, e.g.,

fertilizer 
prices were morn than tripled during 1982-1984
 
(which might have been enough 
to eliminate subsidies), but the
 
sharp decline in the value of 
the kwacha and high transport and

distribution 
costs have now raised the anticipated future costs
 
to over -double these 
new prices. That the strong medicine of

the FX auction was correct can be argued, of course. It was
 
taken with donor Now
widespread support. 
 perhaps retention of
 
scme of the suosidies on inputs to 'cushion the shock is called
 
for, at least until the GRZ can force 
greater parastatal

efficiency, 
e.g., in local fertilizer production, import and
 
distribution. The US has 
taken a tougher stance on adherence
 
to the letter of commitments than 
have other donors including

IBRD. Further study of the fertilizer situation in conjunction
 
with limestone seems desireable.
 

The interim report of the consultative group for tne
 
mid-December 
±985 meetings speaks very favorably of GRZ policy

reform to date. The price of maize has been 
increased from, K28
 
to K55 
per r g for tne next year, (AID has long pushec for
 
incentive prices for crops). 
 The mealie maize price has been
 
similarly increased and now is about 
douole the price at .vnich
 
NAMBOARD purchased the current crop. However, 
 the report

indicates that the progress made in reducIng the maize suosidy

appears likely to be largely offset by increased cost of
 
marketing, transport and processing operations resulting from
 
the large devaluation. Increase in costs also has led cne GRZ
 
to double maize prices to farmers. This may require another
 
doub±ing of retail prices in mid-1986.
 

NAMBoard's future role will 
 be restricted to tnat of a

purchaser of last resort (to support prices), 
something AID has
 
long advocated. 
 Floor price support systems at increased
 
levels will apply also to other 
 crops. There is a GRZ
 
commitment that in the future private 
traders and cooperatives

Ire to play 
the major role in marketing of fertilizer and

maize. Improved policies, along with improvea weatner thLs
 

creditea record crop and
year, are with a marketing or maize
 
and ±arge increases in many otner crops. In recent years small
 
holders nave made major advances in production of cash crops

(most notably cotton), but appear to nave deciined in the share
 
of total output.
 

-46­



Studies have 
been commissioned 
to design improvements in a wide
 range 
 of parastatals including divestiture of some public
functions. Research, 
 extension and credit are 
 being
strengthened 
and directed more to smallholders. Clearly, the

PL 480 self-help measures have covered a large part 
of these
reforms and the US Mission has consistently been a part of the
forefront on identification and support of these and 
other

reforms reported by the aid consortium.
 

In the rest of this section, some of the specific SHMs and

Government plans and actions 
are reviewed.
 

In 
 studies of the first three countries included under the
current PL 480 review, continuity was reported to be highly

regarded by host country officials. Measured broadly against
this criterion, 
 the Zambian PL 480 program has been
outstanding, 
both taken alone and in conjunction with other US
assistance. The US assistance program has 
 focussed

heavily on the development policy theme, 

very
 
particularly on
policies effecting agriculture and food. Consumer, 
producer
and input prices and their relationships to producer incentives
 

and production, imports 
and the balance of trade, suosidy costs
 
and internal economic staoility have received major emphasis.
 

Supporting grant-funded assistance 
was provided outside P- 480
in improving agricultural development planning and 
statistics,

agricultural researcn 
 and extension. W1here it 
 appeared
appropriate, 
commi tments were obtained and included 
in PL 480
 agreements for specific 
GRZ support of these undertakings and
 some 
 PL 480 local currency was supplied (Title I) or
attributed (Title I) 
to these efforts. However, there also 
are
instances where specific S-Ms 
included in agreements over a
period of years involved shifts in approaches or priorities,

some of which do not appear 
 to be supported by underlying

analysis or changes in 
economic conditions.
 

Early self-heip 
 measures included in PL 480 commitments
 
emphasized economic 
stabilization 
and reduction in inflation
which 
at that time were the primary concerns of both the GRZ

and the donor community. (A brief GRZ
summary of agricultural

plans and indicators of progress made is 
included in Annex I to
assist the 
reader.) Other PL 480 measuras mentioned included
studies of programs and policies especially to improve

marketing and 
steps to improve research and extension in order
to increase output. Over 
the next several years, incentive
 
measures became more 
specific. Early announcement of incentive
prices, commitment to reduce food subsidies and direct inputsubsidies more low farmerstoward income 
 ,ere incorporated

(1980) wnile a variety of institutional commitments and the
specific commitment to economic stability were dropped.
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In a 1981 CIP, it was reported that the GRZ had taken a series
 
of measures to stabilize the economy. These included 
an
 
initial 1976 stabilization program and, 
in 1978-80, a two-year

IMF standby agreement. It reported that in 
 the TNDP

(1979-1983) measures were planned 
to diversify the economy and
 
increase food production. Further, 1979 brought improvements

in the BOP. IMF 
standby performance was reported satisfactory
 
except on agricultural pricing policy and subsidies. 
 At that
 
time it was intended that subsidies would be eliminated by

1980, but instead (in 1980) they were forecast to reacn $i87.5
 
million. Major causes of the high subsidies were reported to
 
be uneconomic pricing of maize and fertilizer (1981 CIP paper
 
p.2, prepared in late 1980).
 

The 1981 agreement stressed reinforcement of the MAWD planning

unit and review of the maize and fertilizer subsidies to
 
determine if there are sufficient incentives to reduce 
the
 
maize production shortfall. A significant shift from concern
 
over suosidy costs to concern over the adequacy of production

incentives was clearly implied and item V.IA.3 changea
was to
 
"(3) Adopt a selective approach to the suosidization of
 
fertilizer and input in to
other costs order provide all

categories of farmers with the necessary incentives to increase
 
the production maize to reduce subsidies toof and manageable
levels". (Previously the concern expressed in item VBIO nad 
been to direct the remaining sabsidies to small farmers.)
 

However, a commitment to continue to reduce 
subsiay costs on
 
maize and fertilizer 
was included with a further commitment to
 
reach agreement witn AID by June 
1981 on the schedule for
 
reduction of maize subsidies. The agreement further stipuiated
 
use of PL 480 LC -to increase maize prices without increasing

GRZ treasury costs. It also commited review
to other prices,

improve credit for small 
farmers, improve crop forecasting, and
 
improve grain storage.
 

The 1982 CIP loan paper reported substantial progress on the
 
principal commitments included in the 1981 PL 480 and CIP
 
agreements. More significanL, it reported an announcement of
 
the GRZ of June 7, 1981 that it would immediately eliminate the
 
negative differential oetween the producer price and the resaie
 
prices to millers. Mealie meal other
ana consumer price

increases were reported. However, progress on some
 
commitments, e.g., marKeting, was aisappoirlting (±982 CIP pp.

42-48). As already noted, in Septemoer 1962 the AID auditors
 
ouservea that GRZ self-neip reporting 
was not adequate. (This

continues to be a proolem, but a minor one).
 

The 1982 and 1983 agreements continued to emphasize improving

MAWD planning and price 
 incentives but with a substdntially
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broadened range of commodities included. They also called for

reduction in and subsidies
fertilizer maize 
 and improved crop

forecasting. Prices of fertilizer were raised between 20 
and
45% for the 1981/82 crop year and again
raised in the 1982/83
 
crop year 
for a total of the two seasons of nearly 150%. The
early commitments to marketing, storage, 
 credit for small
 
farmers and 
improving research and extension were not continued
 
(except for 
LC for research and extension).
 

Progress as reported the 1983 is in
in CIP brief and, general,

relatively modest. Prices 
have been raised somewhat, early

delivery bonuses been for
have given maize (using PL 480 LC)

and credit increased somewhat (1983, CIP, p. 48). AID

considered progress made to 
 be adequate for program
 
continuation.
 

The 1984 report on past performance on CIP loans only discusses
 
use of dollars for procurement (p. 51). However, 
the diagnosis

contains specific reference to policy measures which reflect
 
significant progress (under PL 480), e.g., a 
real increase in
maize prices and other commodities. Fertilizer prices were
 
increased from K14.95 to K24.l0/bag resulting in a 60%
reduction in fertilizer subsidies. It is noted that this may

reduce fertilizer use but make 
 use more economic. Soil
fertility as a problem is mentioned. It is also reporzed 
that
 
since January 1981, NAMBoard has assigned cooperative unions
responsibility for primary-level maize procurement 
 whicn
 
enabled the board 
to reduce its workforce. Further, it was
reported that many producer price 
controls had been eliminated
 
leaving controls mainly on maize and wheat and 
their milled
products and candies. This, was
it stated, has pecmitted

somewhat greater latitude for 
private shopkeeper operations and
 more freely determined prices. Progress and further GRZ
 
commitment to reduce maize 
 and fertilizer subsidies are
 
reported (1984 CIP grant paper, pp. 
27-33).
 

While emphasizing somewhat similar 
policy arnI program terms,
the 1984 and 1985 agreements are substantially more specific in
 
terms of their policy 
and output targets and schedules. These
 
are reproduced in full 
on the following pages.
 

1984 Self-Help Measures
 

1. The Government of the Republic of Zambia agrees to
 
undertake self-help measures to improve the
production and 
marketing of agricultural commodities.
 
The following self-help measures shall be implemented
to contribute 
 directly to development in
 
underdeveloped 
 rural areas' and to enaole the
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underprivileged to participate in 
 increasing

agricultural production through small farm
 
agriculture.
 

2. 	 In implementing these self-help measures, which
 
complement the overall objectives of the Government
 
of the Republic of Zambia Expenditure Program,
 
greater emphasis will be placed on increasing
 
agricultural production by small scale farmers.
 

3. 	The Government of the Republic of Zambia agrees to
 
undertake the following activities and in doing so to
 
provide adequate financial, technical and managerial
 
resources for their implementation. The Government
 
of the Repuolic of Zambia will:
 

a. Follow an economically rational pricing policy by:
 

o 	 Continuing to improve local agriculture
 
producer price relationships with due
 
consideration given to the prevailing prices
 
on the worla marKet as well as at Zamia's
 
borders. The purpose ot such efforts is to
 
insure that sufficient incentives are provided
 
to encourage production by the small scale
 
farmer of those crops in 4hnch they have
 
comparative advantage, such as sorgnum,
 
groundnuts, cotton, millet and cassava.
 

o 	 Instituting regional prices, which will
 
reflect The costs of storage, transportation
 
and handling, by the 1987/88 crop year for
 
major agricultural commodities for both
 
producers and consumers.
 

b. Encourage efficient resource allocation oy:
 

o 	 Continuing to adjust the relative 
 consumer
 
price of food products to reflect the real
 
costs by progressively reducing the Government
 
of the Repuolic of Zambia's subsidies to
 
fertilizer and maize hanalina. Suosidies are
 
to oe eliminated oy 1988.
 

0 Continuing the move toward economic efficiency
 
oy eliminating subsidies (restitution
 
payments) to cooperatives by ±988 in order
 
that they might become economicaliy viable in
 
their cwn right.
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o Encouraging managerial and economic efficiency
in agricultural parastatals by removing 
subsidies by 1988. 

o Encouraging the 
technology by the 
providing credit at 
in 1985 which are 

adoption of improved 
small farm sector by 
economic rates beginning 

aimed at maintaining the 
initial funds. 

c. 	Develop a program to strengthen the capacity and
 
capabilities of the Central 
 Statistical Office
 
within the 
 National Commission of Development
 
Planning in order that 
CSO generate the necessary
 
data for 
sound poli-y analysis and decisions.
 

The following 
 items will be considered in
 
determining progress toward item 3 above:
 

o 	 A reduction in the length of time from the end
 
of a given survey to the issuance of the
 
report of that survey.
 

o 	 Increase in the number of studies and reports
 
submitted to the Government of the Republic of
Zambia.
 

o 	 Increase in the number of 
professional staff
 
and survey supervisors.
 

o 	 An increase in the number of 
 staff with
 
advanced training (degree and nondegree).
 

0 	 An increase in the number of in-service
 
training opportunities.
 

o 	 An increase in real budget allocations and
 
expenditures.
 

o 	 An increase in the number of programmers and
 
systems analysts.
 

o 	 An ir ease in the numoer of publicauons.
 

d. 	Continue 
to expand the capacity and capaoi'lity of
 
the Research and Extension Branches within the
 
Department of Agriculrure Jn the Ministry of
 
Agriculture and Water Developiient co generate and
 
disseminate improved technology to 
the small scale
 
farm sector.
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The following items will be considered in
 
determining progress toward item 4 above.
 

o 	 An increase in real budget allocations and
 
expenditures.
 

o 	 An increase in professional and
 
nonprofessional staff positions.
 

o 	 An increase in yield rates after adjusting for
 
other factors.
 

o 	 An increase in the percentage 9f professional
 
staff with advanced training (degree and
 
nondegree).
 

o 	 An increase in the in-service training
 
opportunities.
 

e. 	Develop 
a program before 1986 to address the soil
 
acidity problem in Zambia.
 

f. 	Continue to encourage efficiency in resoucce
 
allocations by maintaining the progress toward tie
establishment 
of a positive real interest rate for
 
both savings and loans.
 

By late 1985, progress had been made on several of these
 
commitments. There appears to have 
been a general agreement in

Government circles to more closely follow world prices in
 
setting local 
prices (IA), out the recent decision on L986
maize prices was largely a negotiated price based on expected
 
supply response, not the CIF price, which would have 
been about
twice the actual price (of slightly under $100/MT). The
 
concept of instituting regional pricing by 1987/88 (iB) was

replaced in the 1985 agreement by commitment to allow
 
cooperatives, processors and dealers to operate 
more freely.

It is expected that MAMBoard will perform a price support role
 
with minimal related storage and 
transport activity. In such a

role it may buy nationally at a single price and allow the
 
private trade to establisn regional and seasonal differentials
 
above the minimal.
 

Thme GRZ now appears convinced that measures to reduce subsidies
 
and force parastatals to become more efficient are necessary,

and has made specific commitments in US, IMF and IBRD
 
agreements (see 2A, B, ). Substantial progress is reported.
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It is not clear 
what action was intended by including item 2D
in the 1984 agreement. "Encouraging the adoption of 
improved
technology by small sector
the farm by providing credit at
economic rates beginning in 1985, 
 which are aimed at
maintaining the initial fund". First, 
 it has not been
established that credit is 
a major constraint for much of
improved technology, (except 
the
 

for major investment items like
farm machinery and draft animals). Second, 
the low interest
 
rate has been 
a relatively insignificant factor 
in credic fund
decapitalization compared with 
low and rapidly declining levels

of repayment, (reportedly now 
in the 30% to 50% range). It is
likely some action will be taken on 
credit, but the direction
is not yet clear. if
It would be unfortunate 
 the concern
expressed in the PL 
 480 agreement on the modest interesc
subsidy were divert
to concerns 
 for, and action on, the
repayment problem, or costly
if credit 
were to be substituted
for prompt NAMBoard payment, would
which eliminate many credit
 
needs.
 

Progress on commitments to improve 
the Central Statistical

Office 
 (3), and Research and Extension Branches (4) is
inevitably slow, but there 
 has been marked improvement in

training and in numbers 
of more highly-trained personnel
various 
positions. Increases in agricultural 

in
 
sector budgeus
have been made difficult by 
te general austerity programs.
 

As of December 1985, significant efforts had been to
not made

address the acidity
soil problems. 
 However, the evaluation
team's widespread questioning on this 
 topic surfaced a
suostantial underlying concern and interest among Governmentofficials. In Hay, 1986, USAID reported that tne CRZ nad
established an "Agricultural 
Minerals Department", had held
seminars and 
 had made recommendations 
 to small farmers on
 
liming, (Lusaka 2619).
 

While continuing the basic theme of market 
liberalization 
and

elimination of subsidies, the 1985 
PL 480 Agreement introduced
essentially a totally 
new set of commitments. Emphasis is
placed on substantially 
freeing up agricultural markets to
private cooperatives, processors and 
licensed dealers 
and to
gradual elimination 
 of subsidies to parastatal t::ansooct
 
companies.
 

The 1905 commitments 
 shown below are supportive of thecommitments in 1985the AID, CIP, ZAMCAM and TAPS programs andthose included under the IBRD Renabilitation program.
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1985 Self-Help Measures
 

1. 	 The Government of the Republic of Zambia agrees to
 
undertake self-help to the
measures maintain movement
 
toward the goals of increased food production and small
 
farmer incomes through improvements in the marketing of
 
agricultural commodities. 	 following
Th,2 self-help
 
measures shall be implemented to contribute directly 
to
 
development in under-developed 
rural 	areas, and to enable
 
the underpriviledged to participate in increasing

agricultural production through small 
farm agriculture.
 

2. 	 The 3overnment of the Republic of Zambia agrees to
 
undertake the following measires and in doing to
so 

provide adequate financial, technical and managerial
 
resources for their implementation. The Government of
 
the 	Republic of Zambia will:
 

a. 	 Encourage efficiency in marketing by allowing
 
Cooperative Unions to sell agricultural commodities
 
across provincial bordersc and allowing millers and
 
processors to buy from their preferred sources.
 

The above agricultural marketing lioeralizaion
 
measure will be implemented within one year of the
 
signature of this agreement.
 

b. 	 Encourage efficiency in transportation by eliminating

subsidies to road transportation parastatals, and
 
requiring that they charge full-cost pricing.
 

Subsidies to road transportation parastatals will oe
 
eliminated completely by December 31, 1987, by 
means

of 	yearly phased reductions as follows:
 

o 	 Year one--total reduction of road transportation

subsidies in calendar year 
1986 by at least one
 
third of the 1985 level.
 

o 	 Year two--total reduction of road transportation
 
subsidies in calendar year 1987 by at least
 
two-thirds of the 1985 level.
 

o 	 Year three--transportation parastatals to receive
 
no subsidies in calendar year 1986.
 

c. 	 Allow 
licensed private trading in ail agricultural

commodities throughout Zambia.
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Procedures for licensing private traders will 
 be
adopted by the concerned GRZ Ministries and Agencies
and the criteria 
for licensing promulgated to the

private sector by December 31, 1985.
 

This market liberalization 
measure will 
 be fully
implemented, 
 as evidenced 
 by the issuance of

licenses, by April 1, 1986.
 

Leasons Learned
 

o Measurement 
of the degree of and
cause effect between
self-help commitments 
and specific 
HG policy reforms is
difficult. Regardless of 
 where the 
 initiative
originates, strong and continuing 
US support can result
in implementation of major 
policy 
reforms in developing

countries.
 

o Continuity 
of general dirc-Ttions 
and major commitments
 
over a period of years pro'.ably is essential 
for success
in stimulation of significant policy 
 reform. As a

general rule, individual sIf-hElp 
 measures should
continue only minimally changed 
 in annual agreements

until the issue is satisfactorily resolved or it 
 is
reasonably estaibished 
 tnat a 
 poor choice was made
originally in 
including the particular SHM.
 

o Multidonor 
support greatly enhances the likelihood 
of
 
positive HG performance 
 aimed at the fulfillment
commitments made as a quid pro quo aid 

of
 
for and prooaoly


makes the clear proof of such 
linkages less unpalataoie.
 

E. Adequacy of Supporting Analyses
 

Evaluation of Conclusions and Options Chosen
 

The US assistance program 
in Zambia has been 
consistent 
in the
sense that its prevailing theme 
has always been policy
policy dialogue. There and
has been a substantial degree of
continuity from 
year to year in some areas, for example,
measures to improve the agricultural planning capacity 
of the
GRZ. However, there have been many 
self-help items, such
tne important acidity study as
commitment of 1984, which have

included in one year and dropped in next 

been
 
the year. ThIere
also been cases where have
the position varied considerably


time. Subsidization 
over
 

of fertilizer 
is one such issue on wiich
the US position has changed 
over time 'qithout tnere being 
a
clear analytical basis presented for 
tne differing positions.
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The main point, however, is that from the start there was
 
substantial integration of PL 480 and other US assistance
 
including ESF, CIP and most recently ZAPS and ZAMCAM. 
 Further,
 
over time the degree of integration has increased.
 

The USAID/Z Mission has sought ways to run a relatively large

assistance program with a small professional staff. This
 
apparently influenced the decision to focus on policy reform in
 
the agricultural sector on the assumption that design and
 
management of program aid can be conducted without the large

technical assistance staff normally required by a
 
project-oriented strategy.
 

USAID/Zambia has been an exemplary Mission in 
 terms of the
 
amount of resources committed relative to the number US
of 

direct hire personnel. Further, the Mission has moved perhaps
 
as far as any in Africa in honoring the intention of AID/W to
 
make reform of agricultural policy the centerpiece of
 
assistance, and it has honed in on many of the 
key policy
 
issues.
 

In a situation such as this, there is always the question

whether too much has been attempted with too small a
 
professional staff. US assistance in FY 
1985 peaked at $66 
mii.ron for the year and totalled $350 million over 9 years 
(1977-1985). A great deal of intellectual and professional

effort is required to design and etfectively monitor
 
responsible policies. While evaluation did nave
this team not 

time to review in detail all the supporting studies to which
 
the Mission had -access, it was clear that there were a
 
suustantial number of such studies involving highly competent

professional efforts. After the initial 
 sector assessment
 
completed in August 1978, the principal data collection studies
 
and analyses have oeen presented in the annual CIP
 
authorization documents. nonetheless that
It seems the quality

of SHMs might have been improved had the USAID had access to 
more professional support from within and outside the Mission.
 
The addition of one or two professional people would be a small
 
cost to pay if it could increase oy a small amount the
 
effectiveness of a program worth $66 million in 1985.
 

In the Zamoian case, reliance was placed on analysis conducted 
by contractors and TDY officials from REDSO/ESA ana AID/W and 
on studies commissioned oy the IBRD and IMF in conjunction with 
programs for structural adjustment in the Zambian economy.
Taken together witn "in-house" analysis by Mission 
professionals, a substantial body of documentation was 
assembled as part of the process of arriving at 
recommendations
 
on macroeconomic policy reform.
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Greater use 
could have been made by the USAID of 
the analytical
capabilities of dozen
the TA's currently in Zambia on the
ZATPID and ZAMARE projects. This appears to been
have done
only in rare instances. The objective of both projects 
is to
generate knowledge for purposes 
of policy improvement. The
opportunity 
should be taken, not only 
by the GRZ but also by
the USAID/Z Mission, to call for an take 
advantage of the
 
knowledge.
 

Given 
 the wide range of measures included in PL
the 480
agreements between 
1977 and 1985, it is not suprising that 
some
policy issues received more supporting analysis than 
others.
For example, evidence was marshalled by the IMF, IBRD and in
the 1981 CIP 
PAAD and 1983 AID Strategy Evaluation concerning
the effects of subsidies 
and foreign exchange rates on the
Zambian government budget 
 and balance of payments. Less
attention appears 
to have been given, however, to attempting to
estimate the likely outcome of 
(1) decontrol of prices and the
auctioning of 
 foreign exchange, and (2) opening 
 the
agricultural markets 
to private and cooperative traders and the
transfer of responsibility for agricultural inputs, including

fertilizer, 
to the private sector.
 

With increasing numbers of donors and the 
tendency of some 
to
shift from projects to programs with 
more emphasis on complex

and broad policy and programmatic commitment, the responsible
GRZ agencies have 
also found it increasingly difficult 
to do
the necessary pre-agreement analysis 
of the various policy and
prk jram commitments proposed 
by donors and to understand and
 manage the implementation procedures required.
 

With full recognition that it is the a-m of 
 AID/W ani
USAID/Zamoia to emphasize policy 
reform programs, there
question 
 whether a more appropriate and effective mix 
is 

of
a
 

programs and projects may have Deen foregone 
Ln Zambia. With
the exception of a small 
allocation for ZAMiRE research 
and
extension, AID has 
programmed 
the entire US assistance from all
sources toward 
policy changes, mainly in agriculture. This has
been well orchestrated 
 and considered 
 with other donors,
expecially IBRD and 
IMF. Such overriding adherence 
to a single
objective offers 
 possibilities 
 for major gains but also
involves risks, including 
the risk of being too far out in
front on ome 
 issues that are politically very sensitive.
There may be other (usually project 
type) activities in which
 
greater gains for the US and 
Zambia might 
have been made. The
question is whether 
existence of such possibilities has been
 
adequately explored.
 



It is difficult to predict what the responses of different
 
types of farmers will be to policy reforms now being

implemented or planned for the future. But. there is a backlog

of five years of experience in Zambia in which a number 
of
 
innovative price and other reforms have effect.
taken Not all
 
farmers will respond in predictable or "rational" economic
 
fashion, especially given that approximately 85% of Zambian
 
farm households produce principally for subsistence and are
 
beyond the reach of national agricultural markets. Further
 
analysis is needed to ensure that 
price deregulation meets the
 
requirements that SPMs "benefit the needy".
 

In addition to the shortage of information on economic impacts

of policy reforms, the question of political feasibility seems
 
not to have been explicitly addressed in 
the USAID's supporting

analysis. Our discussions with Mission officials 
revealed that
 
in day-today decision making such factors are always taken 
into
 
account. Nonetheless, a number 
of senior Zambian officials
 
expressed the view that donors did 
not adequately appreciate

the political costs of proposed economic reforms. The Zambian
 
govtrnment has moved a substantial distance in recent years
and, in some instances of policy reform (foreign exchange
 
auction, price deregulation), has been weli in the lead of
Other African countries. USAID/Zambia recognizes that the time
 
is not always right to be bearing down hard on tne GRZ to
fulfill specific policy commitments on a tight time schedule.
 
What may be required 
 instead is a greater measure of
understanding for GRZ concerns about moving too fast with
 
measures that lead to
could political unrest and

destabilizaton. The ultimate 
logic -of development assistance,
 
to enhance the development prospects of a friendly and stable
 
government in an unstable region, should be kept firmly in mind.
 

USAID/Zambia recognizes 
that it is sometimes more productive to
 ease up on the pace and specificity of reforms than to insist
 
on strict performance. 
 Indeed, they have sometimes made

representations to on The
AID/W this point. IMF and World Bank
 
are both reported to be very concerned about the political

ramifications of ti,e rapid increase 
in prices--about 70% since
 
the introduction of the FX auction. There is concern too that
what has beer, 
relative price stability could degenerate into
 
run-away inflation and, hence, caution in pushing for 
 more

Price decontrol is called for. 
 The Mission is already

systematically monitoring, in conjunction 
 with the Embassy

Political officer, (a) changes 
in the consumer price index and
 
(b) the incidence of political protest and violence. The
incorporation of such information at a higher level 
 of
 
visibility 
in the Mission's analysis and communications with
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Washington 
would provide an objective basis for determining

when and how hard to urge furtner policy reform and strengtnen

the Mission's 
 case for moderation. In this regard, the
 
agreement with the GRZ to program 
a portion of local currency

proceeds to a food relief scheme 
for urban consumers hardest
 
hit by food price inflation is welcomed.
 

The policy reforms in Zambia are innovative, deep and

compreiensive and tney represent 
a tremendous achievement on

the .rt of the USAID, other donors and the 
GRZ. They cannot
 
be allowed to fail. The reforms will take many years to 
come
 
to fruition. Constant attention will be needed 
to monitor and

institutionalize them. The effects on the small farmer and the
 
urban consumer will remain a recurring cause for concern.
 
Unless donors, USAID included, 
make a long-term commitment to

give practical support 
 to Zambia through the focthcoming

difficult period of transition, there is 
little likelihood 

the policy reform experiment will 

tnat
 
be seen to have succeeded.
 

If this happens, governments elsewhere in Africa will be
 
reluctant to follow in 
Zambia's footsteps.
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IV. PL 480 LOCAL CURFENCY PROGRAMMING
 

A. Local Currency Use Negotiation
 

Primary emphasis has been placed on the self-help measures 
contained in the PL 480 agreement. Each agreement through 1982 
contained simijar general wording on the use of LC to finance 
the self-help measures contained in each agreement--for 
agriculture and (later) the rural sector. Emphasis was to be 
on improving both the access of the poor to an adequate diet 
and their capacity to participate in the development of the 
country (essentially the boilerplate used worldwide). Taken 
literally, application of the LC to SHMs in tne agreement could 
have created some accounting difficulties since the specific 
SHMs within the continuing economic development policy theme 
varied substantially from year to year. Thus, if the resources 
were to be used foc the SHMs in the agreement it would seem 
necessary to treat LC from each agreement separately. However, 
the broader wording noted above permitted a wide range of uses 
including agriculture, rural development, small farmer credit 
and improved diets for the poor. In early years these tended 
to oe guiding. Thus, the negotiation of the self-help measures 
in early years did not significantly !..mit the application of 
the LC.
 

The specific self-nelp measures to be includeu nave always been
 
considered to be much more important in tne Zambian PL 480
 
Title I program than the uses to be made of the local
 
currency. Througn 1982, negotiation and agreement on the LC
 
use was handled quite informally, usuaiiy starting. with a
 
(sometimes joint) review r f the budget co identify qualifying

budget items to which the LC could :e attributed (ana hence
 
disposed of). Of course, at the start of thle PL 480 program

AID was less involved in the process than normally is the case.
 

Reports of LC use have tended to oe perfunctory and USA7D 
Tr 'itoring limited to insuring that it receives periodic
t rts on attribution and use. PL 480 evaluation and 
reporti ng emphasize progress against specific self-help 
measures included in agreements. This seems appropriate given
the high priority assigned to these commitments. The position 
taken appears to have been that as long as the GRZ performed on 
the crucial self-help commitments in the agreements, AID would 
not concern itself aoout LC use. Whether the position would 
have changed in the event of a major instance of nonperformance
is not clear. The 1983 agreement introduced much more specific

wording on the use of the LC from Title I. The agreement

speciffied that GRZ and AID were -o decide jointly on use with 
priority to oe given to the support of agricultural price 
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incentives, 
the strengthening 
of agricultural infrastructure
through assistance to the marketing system, and assisting 
with
the improvement of 
 agricultural management and 
 technical
 
capabilities.
 

By 1985, two changes had 
been made. Cooperatives were 
included
under the marketing system priority and 
a new item--increase in
the availability 
of agricultural 
credit at economic rates by
strengthening 
 ZADB and 
 other agricultural 
 credit
institutions--was 
added. However, the concept 
of these being
GRZ resources continues 
and the and
AID Ministry of Finance
officials joint decision process 
 continues 
 to be limited
largely to identification of budget items 
to which funds 
can be
attributed. 
 No separate LC 
account is maintained 
for Title I
LC as in 
the case of the grant-funded 
CIP. Given the large
amount of grant-source LC, 
this appears to be a reasonable way
to handle the funds. It 
 might be better in the
Situation Zambia
if there were no 
programming requirement 
at all for
the LC from Title 
I; that is, if funds were simply attributed
to 
the budget with no reporting on use required. With 
large
amounts of 
local currency from PL 480 
and other sources, the
programming and 
accounting 
has become a burden 
on both sides.
In 
May, 1986, USAID reported it Pad decided to require zhat 
PL
480 
Title I LC be deposited in a special 
account beginning 1986

(Lusaka 2619).
 

B. Local Currency Use
 

PL 480 assistance 
to Zambia has included major amounts of both
PL 480 Title I 
and PL 480 Title Ii.
approximately K28 Title II generated
million in local currency in 1979-84. Title
,began 
with $1.6 million in the transitional quarter i977,
-0.4million over and
the FY i977-85 period with annual commitment
ranging from $5.4 million 
(in 1977) to a high of 
$12 million
(in 1980).
 

To a considerable degree treatment
the of local currency has
followed historical precedents. That
funds were is, in general, where
provided as loan,
a 
 even 
a very soft loan, the HG
played 
the major role and AID participation

programming was 

in local currency
minimal. 
 in tne case of loans the process was
largely one of attribution 
of LC to specific items
budget. Where resources were provided as a grant, 
in the
 

USAID played
a greater role 
in the LC programming. This 
same approacn nas
been applied to LC generated by the CIP program. 
 Tnrough 1983
these 
funds were provided as long-term loans and simply
into the oudge -, but beginning in 1984 
went
 

tney were provided as
grants and L5aced in a special account.
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Since all of the Title I commodities are loan funded, none of
 
the local currency funds have been deposited in a special
 
account nor has AID taKen a strong position in the decisions on
 
the 	"attribution". To the extent USAID has participated, it
 
generally appears that it has reviewed the budget and offered
 
suggestions as to most appropriate items for attribution. The
 
early justifications given were that:
 

(a) 	The amount of LC involved (taken with the CIP loan
 
Program) is so large that efforts to program it would
 
seriously distort the budget and the Government's
 
development priorities. (This would seem to imply that
 
the GRZ has acceptable procedures for establishing
 
priorities and budgeting.)
 

(b) 	 It is unfeasible for AID to manage and monitor such a
 
large amount of resources.
 

Added, of course, has been tne GRZ argument that since it is a
 
loan and "repayable" in full in FX, the LC resources are theirs
 
to allocate. It was also intimated that if the GRZ permits
 
this for AID loans other donors might argue for tne same and
 
that would spell chaos for the budgeting processes.
 

In the 1982 CIP loan paper, the country team and project aesign
 
team set forth their rationale for not requiring a special
 
account as follows:
 

I. 	 A record of good compliance by the GRZ with past
 
commitments.
 

2. 	 Problems created oy USAID involvement in the decision
 
making process (on use of resources).
 

3. 	 Audit and monitoring requirements which exceed USAID's
 
capability and the extent to which a special account
 
requirement would burden a weak and already overburdened
 
manage.ient and accounting capacity of the GRZ.
 

4. 	 Limitations a special account places on USAID's
 
flexioility in the application of resources, e.g., (a) to
 
rectify proolems of crop supply imoalance, (b) to
 
strengthen GRZ resolve on consumer price lioeralization,
 
(c) to use LC to meet local currency needs of present or
 
new USAID projects, an( (d) to reduce tne impact of tne
 
GRZ commitment (to the '?iF) to reduce fertilizer suosidies
 
Dy 50% Dy 1983. (1983 CIP Loan Paper, p. 53a.)
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These justifications basically resulted in support of the

earlier decision to leave the LC programming largely to the GRZ.
 

Despite these arguments 
against a special account, the CIP
 program has followed the ioan/grant dichotomy. A special

account and greater AID participation in local currency

programming began wth 
 FY 1984 when the CIP financing was

changed from long-term dollar repayable 
 loans to grants.

Currently, 
some $5 million of the 1984 CIP generations have

been put into the special 
account but to date, agreement nas

been reached on use of K300,000 LC funds to 
meet USAID Mission

LC needs and MOF 
has reported payment for construction of three
 
houses for the HIRD project (499,500K) and Central Statistics
 
Office (KI,190,430), In. 1985, there 
was a CIP grant of $10

million to support agribusiness, particularly marketing 
by

private enterprise. In 
FY 1986, $15 million has already been

obligated as a cash transfer grant to 
support the FX auction

(ZAPS) with no 
 ties whatsoever to US procurement. Both the

ZAMCAM and ZAPS agreements 
also provide for the deposit of the
 
money in a special account and GRZ and 
USAID agreement on uses
which, in general, are consonant with, or support the thrust 
of
 
1984 and 1985 PL 480 
self-nelp provisions. In FY 1986, toe CIP
will be 
 replaced by a dollar transfer program with no US
 
procurement ties.
 

There have been substantial delays in programming and utilizing
the local currency from tne Title II grants which--as
 
grants--are more subject 
to ]oint-programming than Title

Assuming the delays in dealing with the 

I.
 
Title II grant LC wilL
 soon be resolved, 
there will still be prospectively about $60
 

million in local currency from 
the 1984 and ±985 CIPS, toe ±9E5
 
ZAMCAM and the 1986 ZAPS. The latter 
is designed to be fairiy

quicK on draw-down. Thus, GRZ and USAID will nave about 
K250
 
million in special account(s) 
to deal with from agreements

already signed. This is about 20% of the 
total 1984 GRZ budget

and equal to the total 1984 development and lending budget. 
 Of
 
course, these funds will 
not ali become availaule in a single
year. ZAPS should move 
fairly quickly, generating K75 million
 
by April-May. However, ZAMCAM is tranched and probably 
will
 
only generate K30-40 million by mid-1986. The two CIP programs

also are slow disbursing. While the situation through tbe next
 
year probably 
will )e manageable, further large accumulation
 
from future ESF assistance 
along witn PL 480 could crea:e

serious management and accounting proolems 
for USAID and the

GRZ. It 
 also might strain bilateral relations as the GRZ
 
attempts an austerity 
oudget in a situation of substantial

uncertainty with respect to US concurrence 
on increasing parts

of that budget.
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1979 - 1981 Use of LC
 

The manner of handling local currency from early Title I
 
agreements follows along the lines of the perfunctory wording

of the local currency use in the agreement. A letter of 15
 
June, 1982 concerning outstanding local currency suggests the
 
minimal AID participation in programming of local currency that
 
prevailed in early years regardless of source of funds.
 

1. 1979 Agreement on PL 480 Title II
 

There is an outstanding balance of KI,673,419 on which we are
 
obliged to provide utilization details. We had agreed to use
 
part of the funds under this agreement to provide local
 
currency funding for expansion/construction of storage

facilities for which major funding was expected from other
 
donors.
 

The Canadian-financed storage development program which was
 
discussed at this time got delayed for a variety of reasons but
 
is gaining momentum from early this year.
 

NAMBoard is maintaining, for this project, a special oank
 
account which will inter alia account for oth direct and
 
indirect GRZ fundings. A certificate on the uti.iization of
 
Ki,673,4i9 will therefore be furnished by 1 June, 1983.
 

2. 1981 CIP Agreement for US $15 million
 

Under the agreement, the local currency equivalent

(Kil,802,000) 
was to be used to partially suosidize i931 maize
 
producer/consumer prices. The expenditure incurred by us in
 
such subsidies in ±981 amounted to K39,914,000 as under:
 

Handling costs (producer) subsidy paid
 
to NAMBoard in 1981: 
 24,914,000
 

Cash 
 19,500,000
 
Book adjustments

(IDC No. 15342) 5,414,000
 

Total 
 24,914,000
 

Price differential (consumer)
 
subsidy paid to NAMBoard in 1981: 15,000,000
 

Cash 
 5,355,126
 
Book adjustment
 
(IDC No. 135542) 9,614,874
 

Total 
 15,000,000
 

Total 39,9144000
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The amount of K111,802,000 
under the CIP Agreement is therefore
 

fully attributed in subsidies duly paid.
 

1981 PL 480 Agreement for US $10 
m~ilion (Title I)
 

The local 
currency equivalent (K7,868,000),

partially pay for increases in maize 

was to be used to
 
producer 
price effective
in 1981. The producer 
 price increase implemented by the
Government 
in 1981 resulted in 
an investment of 
K13,840,285 in


the economy as follows:
 

Unit price increase
 
(from Ki1.70 to K13.50) 
 K1.80 per bag
 

No. of bags procured 
 7,689,050
 

Total value
 
7,689,050 x K1.80 
 K13,840,285
 

The covenant under 
tne 
subject agreement is therefore deemed
be fully met. to
 

1982 Use of LC
 

For the 20 June, 1982 PL 480 Title 
I signing a
of $7 million
agreement, attribution apparently was
oy December 31, 1982, most of the 
quite quickly reached and
 money had been spent as shown


in the statement 
below. However, it appears little
change occurred or no
in the 
budget or in expenditure relative

budgets as a result of 

to
 
the local currency commitments.
 

1983 Use of LC
 

Agreement on the attribution 
of LC from a February 18, 1983
agreement came 
before 

letter from the AID 

the end of CY 1983 as reflected in a
Representative 
 to the PS 
 of MAWD of
December 20, 1983, 
confirmed (by MAWD) by a
Office of letter from 
the
the 
Permanent Secretary to USAID on 16 January, 1984,
a letter from the 
 PS, Ministry of Cooperatives
Ministry of to the PS
Finance of 20 January, 1984 
and finally, by a
letter 
 from the PS to USAID Representative
confirming of 23 January
the allocation 
 with minor exceptions (mostly
wording) and including a statement 
of expenditure against 
theline items as of '?ecember 3i, 1983.
 

There are some differences between the
18 and USAID letter of December
the Ministry of Finance 
 letter of January 23 
 as
explained in the footnotes 
to the Ministry of Finance letter
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shown below. Also the USAID proposed a miscellaneous item for
 
MAWD (K.430 million) not included by the Ministry of Finance.
 
There is in this, as in the earlier response, a large

unexplained discrepancy between funds allocated 
 and funds
 
expended. On some line items, 
much more was spent and, in
 
others, much less while overall 
about 75% was spent. The
 
largest shortfalls on reported expenditure were for research
 
and extension (60% spent), and NRDC College plant and vehicle
 
maintenance (50% spent). These would seem 
to be the same
 
recurrent costs that the World Bank reported as being least
 
adequately funded, to the disadvantage of agriculture progress.
 

-66­



--------------------------------------------------------------

STATEMENT OF SUMMARY OF EXPENDITURE
 
INCURRED AS OF 31ST DECEMBER, 1982
 

PL 480 DATED 20TH JUNE, 1982
 

RECURRENT CAPITAL BUDGET ITEMS
 
DETAILS OF EXPENDITURE 
UP TO 31ST DECEMBER, 1982
 

Recurrent
 
Head/Subhead 
 Alloc. Supplem. Total
 

Alloc. Alloc. Expend.
 
K'M K'M 
 K'M K'M
 

089/01/202 
 0.165 0.079 
 0.244 0.310
 
089/03/202 
 0.580 0.170 
 0.750 0.586
 
089/04/202 
 0.078 0.008 
 0.086 0.083
 
089/05/202 
 0.115 0.016 
 0.151 0.141
089/06/202 
 0.361 0.017 0.378 
 0.335
 
089/07/202 
 0.191 0.039 
 0.230 0.271

089/08/202 
 0.049 0.018 0.067 
 0.083

089/09/202 
 0.018 0.006 
 0.024 0.018
 

Total 
 1.557 0.353 
 1.910 1.827
 

Capital
 

3 21/89-L&I/Prov.Coops 1.200 - 1.200 1.200
 
389/01-ZAN-CAN Wheat Sch. 
 0.067 - 0.067 0.117389/02-Dpt of Agric. 
 0.942 - 0.942 1.675
 
389/03-Dpt Vet & Tse Con 
 1.040 0.528 1.568 
 !.436
38 9/04-Trg. Inst. 0.200 
 - 0.200 0.252
 
389/05-Ag. Research 
 0.715 ­ 0.715 0.90i
3 8 9/06-Dpt Water Affairs 0.967 
 - 0.967 0.940
 
389/07-Dpt Mark & Coop 
 0.274 
 - 0.274 0.616
3 8 9 /09-Fisheries Dpt 
 0.254 
 - 0.254 0.129
 

Sub-Total 
 5.659 0.528 6.187 
 7.266
 

Grand Total 
 7.216 0.881 
 8.097 9.093
 

Notes:
 
(1) The overspent subheads 
are covered by variations.
 
(2) Item 389/09-Fisheries Department changed 
to 389/10
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--- ----------------------------------------------------------

STATEMENT OF SUMMARY OF EXPENDITURE INCURRED
 
LOCAL CURRENCY ATTRIBUTIONS DATED FEBRUARY 18, 1983
 

TITLE I AGREEMENT
 

CAPITAL BUDGET ITEMS DETAILS OF EXPENDITURE UP TO 31ST
 
DECEMBER, 1983
 

Head/SubHead Allocation Expenditure
 
K'M 014 

321/- Ministry of Finance (L&I)
 
321/36 Min. of Coops (Prov. 0.800 0.850
 
321/89 (415) MAWD (NAMboard
 
Storage) 1.200 1.140
 

321/37 (108) (ZADB) Zambia
 
Agr. Dev. Bank 1.000 1.000
 

386- Ministry of Cooperatives
 
386/02 Dept. of Cooperatives
 

& Marketing 1.048 0.866
 
*386/03 Cooperative College 0.293 0.132
 

(A) Total 4.341 3.988
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Recurrent Budget Items
 
Details of Expenditure up to 31st December, 1983
 

Head/SubHead 


*086/- Ministry of Coops
 
(Rural Storage) 


Sub total 


089/-	 Ministry of Agriculture &
 
Water Development
 
08 9 /0 2 /206-Mechanization Unit.
 

002 Materials 

003 Other charges 


08 9/02/207-Field Service (Gen)

002 Materials 

003 Other charges 


08 9 /0 2/208-Palabana Dairy
 
002 Materials 

003 Other charges 


08 9 /02/209-Field Service (Trng)
 
002 Materials 

003 Other charges 


089/02/210 KaLulushi 
Farm Col.
 
002 Materials 

003 Other charges 


089/02/1211 Popota Tobacco Col.
 
002 Materials 

003 Other charges 


Sub total 


089/04 Training Inst.
 
089/04/201 General Expenses 

089/04/202 Travelling on Duty 

089/04/207 Maintenance of
 

Plant & Vehicles 

089/04/209 Training Expenses
 

(Mazabuka College) 

089/04/210 Training Expenses
 

(Monze College) 

089/04./211 Training Expenses
 

(Mpika College) 


Sub total 


089/11/025 Training Expenses 

(NDRC)
 

089/11/207 Maintenance of
 
Plant & Vehicles
 
(NRDC) 


Sub total 


Allocation 


K'M 


0.375 

0.375 


0.006 

0.005 


0.113 

0.021 


0.070 

0.010 


0.113 

0.040 


0.030 

0.009 


0.030 

0.010 

0.457
 

0.062 

0.057 


0.010 


0.185 


0.336 


0.281 


0.931 


1.099 


0.040 

1.139 


Expenditure
 

K'M
 

-

-


0.006
 
0.003
 

0.075
 
0.062
 

0.060
 
0.007
 

0.084
 
0.027
 

0.013
 
0.004
 

0.020
 
0.020
 

0.063
 
0.088
 

0.019
 

0.127
 

0.271
 

0.268
 

0.836
 

0.579
 

0.026
 
0.605
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089/05 Agricultural Research
 
089/05.202 Travelling on Duty 

089/05/207 Field Service (Gen) 

089/05/209 Seed Control Serv. 

089/05/210 Tree & Plant Res. 

089/15/211 National Irrigation
 

Research Station 

089/05/212 General Research
 

Team 

089/05/213 Oil Seed Research
 

Team 

089/05/214 Fibre Cross
 

Research Team 

089/05/215 Vegetable Research
 

Team 

089/05/216 Tobacco Research
 

Team 

089/05/217 Roots and
 

Research Team 

089/05/2.18 Animal Husbandry


& Pasture Research 

089/05/219 Stored Products
 

Research 

089/05/222 Plant Protection
 

Research 

089/05/223 Weed Research Team 

089/05/224 Soil Productivity
 

Research 

089/05/225 Inter-cropping
 

Research 

089/05/226 Biometrics
 

Research Team 

Sub Total 


(B) Total 


Grand Total (A) + (B) 


0.118 0.135 
0.402 0.u35 
0.095 0.211 
0.053 0.012 

0.157 0.145 

0.203 0.052 

0.031 0.089 

0.049 0.021 

0.012 0.008 

0.024 0.002 

0.042 0.022 

0.129 0.034 

0.019 0.009 

0.030 0.010 
0.007 0.003 

0.044 0.010 

0.010 0.007 

0.003 0.001 
1.428 0.806 

4.330 2.628 

8.671 6.616 
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PL 480 Title II Use
 

There have been some K28.3 million of local currency generated

under the Title II agreements of 1979, 1980, 
1983 and 1984. To
 some extent the difficulty in handling the PL 480 Title 
II LC
justifies the 
argument concerning administrative and monitoring

capability and 
management difficulty 
in jointly programming and
managing local 
 currency generations especially where 
 they

involve major levels of funding.
 

Under Title II, which 
is a grant, it was agreed 
that there
would be a special account and 
that AID would participate fully

in the programming decisions. However, 
 the correspondence

suggests that the GRZ 
initially. interpreted this to apply to
approximately K28.3 
million from agreements beginning in 1979
whereas AID interpreted it to apply 
to some K19.3 million from
agreements of 1983 
and l9bi. There are counter proposals from
the GRZ (Exhibit A) and the 
USAID (Exhibit B) which have
yet been reconciled. 

not
 
However, the difference is more one of
accounting than of substance. 
 The GRZ proposal covering
larger figure is basically in agreement the 

the
 
with uses in
 

smaller figures from AID.
 

This correspondence suggests 
that as of FY 1986, there still is
 
not a full understanding 
on the handling of the LC generations
going back as 
far as six years. 
 The 1979 and 1981 commitments,

according to 
USAID, went directly to NAVIBoard and were already
spent by NAMBoard (approximately K8.6 
million). The difference

between items 
5 and 6 if. A and B reflects the 1979 and 1981funds 
retained and controlled by NAMBoard. Ir was 
decided in

1983 that NAMBoard would no 
 longer control the funds. 
 The
amounts in Exhibit A for items 
5 and 6 is the amount from the

1983 and 1984 agreements 
 put into the special account
controlled by the Ministry 
of Finance. 
 One item of concern is

low levels of expenditure 
from the allocation for agricultural
development (2) compared with 
other areas. The other is 
that

of FY 1986, programming of LC going back as far as 1979 had
as 

not been completely agreed upon, spent and accounted for.
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EXHIBIT A
 

TOTAL PL 480 TITLE II PROGRAMMING/DISBURSEMENTS
 

Programminq Amount 
 Disbursed Comments
 

A. 	 Emergency Famine Relief
 

1. 	 Contingency Planning 

300,000 to WFP
 

2. 	 WFP 500,000 

3. 	 Vo)ags 636,807.76 

4. 	 Total 3,085,187.76 


B. 	 Ag Development
 

i. 	 Extension 850 000 

2. 	 Planning 1,300,000 

3. 	 Research 1,745,000 

4. 	 General Ag Development 

5. 	 Total 5,960,000 


C. 	 Farm Credit
 

1. 	 ZADB or DBZ 

ZCF coops credit 

Storage coops 

Storage Primary societies 

Total 5,450,000 


D. 	 Training
 

I. 	 Ag Education/training 

2. 	 Total 750,000 


E. 	 Early Delivery Bonus
 

I. 	 Coops 1,276,286 

2. 	 NAMBOARD 8,232,109.35 

3. 	 Total 9,508,395.35 


F. NAMBOARD Storage 

2,573,419.90
 

G. 	 Total 


1,948,380 948,380 

500,000 to C.P. 
0 

1,448,380 

0
 
400,000
 
800,000
 

2,065,000 800,000
 
2,000,000
 

1,050,000 	 0
 
3,000,000 2,500,000
 

500,000 0
 
900,000 900,000
 

3,400,000
 

750,000 0
 
0
 

1,276,286
 
8,232,109.35
 
9,508,395.35
 

3,573,419.90
 

28,327,003.06 13,930,195.30
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EXHIBIT B
 

PL 480 PROGRAMMING/DISBURSEMEDTS--TAS 4606, 3605 AND 3604---

CONTROLLED BY THE MINISTRY OF FINANCE
 

NEW PROMWMING (TAKING 1985 EARLY DELIVERY BO,1tS INTO ACCOUNT)
 

Programming 
 Amount Disbursed Comnents 

A. Emergency Famine Relief 

i. Contingency Planning 
 1,948,380 948,380 300,000 to WFP2. WFP 
 500,000 500,000 
 to C.P.
3. Voiags 
 636,807.76 
 0

4. Total 
 3,085,187.76 1,448,380
 

B. Ag Development
 

Extension 
 850,000 
 0
2. Planning 
 1,300,000 
 400,000

3. Researcn 
 1,745,000 
 800,000
4. General Ag Development 2,065,000 
 800,000
 
5. Total 
 5,960,000 2,000,000
 

C. Fatr Credit
 

i. ZADB or DBZ 
 1,050,000 
 0
.' ZCF coops credit 
 3,000,000 
 400,000

3. Storage coops 
 500,000 
 0

4. Storage primary societies 900,000 
 900,000

5. Total 
 5,450,000 3,400,000
 

D. Training
 

I. Ag Education/training 
 750,000 
 0
 
2. Total 
 750,000 
 0
 

E. Early Delivery Bonus
 

i. NAMBoard 2,500,000 2,500,000

2. Total 
 2,500,000 2,500,000
 

F. Storage
 

1. NAMoard 
 1,900,000 1,900,000
 
2. Total 
 1,900,000 1,900,000
 

G. Total
 

H. Unprogrammed balance 
 0
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D. Lessons Learned
 

There appear to be fairly clear limits on levels of local
 
currency (from PL 480 and other assistance) beyond which US
 
involvement in on
decisions application and US requirements for
 
accounting, reporting and monitoring not only are not
 
practical, but are likely to be 
 counter productive. As a
 
corollary, it probably would be desirable to attempt to 
decide,
 
in each program, how much local currency can usefully be
 
jointly programmed to effectively supplement resources for
 
specific uses and put this in special accounts to be used to
 
increase resources for a few carefully selected development
 
purposes.
 

Participation in programming of local currency can be an asset
 
in achieving program objectives but it also can be a major

liability. To the extent that leverage exists, it relates to
 
the resource transfer, which in the case of PL 
480 is the
 
commodities financed. The requirement that the local currency

generated by their sale must be programmed jointly reduces the
 
control of budgetary authorities over the total allocation of
 
resources and, as such, diminishes the value of the resources
 
to these authorities (in this case the Ministry of Finance)

with whom AID normally directly negotiates agreements,
 
including self-help measures. These authorities are looked to
 
as the likely proponents (for budgetary reasons, 
 if not
 
otherwise) of the policy reforms proposed or supported.
 

Local currency programming may involve some leverage and/or

good will at the level of the final recipient if it is
 
perceived as bringing additional resources or permitting

modification of uses in directions the recipient agency desires.
 

Where amounts of local currency become very large, compared

with the local resources, as they are in Zambia, and approval

of their use by AID is required, they can introduce serious,
 
possibly destabilizing uncertainty in the budgetary process

unless agreement on use is achieved well 
in advance of resource
 
generation. The likely near term local currency situation in
 
Zambia is reminiscent of the situation in India some 15 years
 
ago, where local currency levels, over wnich the US could
 
exercise a substantial degree of control, had reached a level
 
considered by some Indians to oe potentially dangerous.
 

Perhaps an intermediate solution should be sought oetweern
 
simple attribution and having very large amounts in special

accounts to program, monitor and account for. In cases such as
 
Zambia, a small par: of the local currency might oe put in a
 
special account 
or allocated to agreed uses, preferaoly in ttne
 

-. 
'_ 



agreement, with a clear means 
for verifying additionality. The
 
percentage to 
go into the special account might depend on the

significance of the undertakings that 
the funds support and the

effectiveness of the 
country in its performance against prior

commitments. Such a procec'ure might be applied equally 
to PL
 
480 Title I and II and ESF and 
other assistance, especially

that directed primarily to policy reform.
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ZAMBIA 11, 480 -TITfEI S -LF-Flr.pF.ASUS 

SF.LF-i;r.1 UIPASUP. 

FY 1977 - FY 19S6 

FY: 77 78 79 8U 81 82 83 84 85 86 

A. In l1ln nt pnqhme If-hlp nsr. cspeci fIc n ,phI::is wi l be placed oncontriHut I directly to developrinnt progress in tm)or rural areas and enabllnq thn poor to p-irticipat- artively In increaning aqriciiltiral production through nmIllfarm agriculture. 

1. 'lh1-rovrnnwsnt- of the Republic of 7,amu)ia a rees to: 

A. Thlie Govorneni of Zambia agrees to undertake sri f-help mea.1;lrosto improve the poduction, storage, and] distribution of agricultural connodities.
lhe following self-help measures shall be Implerrnted to conf-ribribute directly todevelnreo-nt progres. In poor rural areas and enable the poor to particlpate inincreasing agricultural production through small farm agricimlLure. 
TI'E: FY 1983 Agreement omits reference to storage. 

A. The Govornme.nt of the ~p-4blic of 7ambia agrees to undertake self help measlres toimprove the production and marketing of agricultural conmmdlIles. The followingself-help moasurns shall be implemented to contribute directly to developme.nt Inunderdeveloped rural areas and to enable the inderprivlleged to *artilcipate Inincreasing agriculiural production through small farm agriculture. 

A. Tle Covern.T-nt of the Republic of 7arrbia aqres to indertake self-help meanures tomintain the movement toward the goals of Increased food production and small farmer
incom s through Inprovemints in the marketing of agricultural comnodities. Thefollowing self-help measures shall he Implemented to contribute directly to dovelopi,-ntin undpr-developo.d rural areas, and to enable the underprivilfrdged to l-irticipate inIncreasing agricultural production through small farm agrir-ulture. 

D. In Implementing these self-help measures, which complement the overall objectives ofthe Third National Dvelopiient Plan (MJDP), greater emphasis will be placed onincreasing agricultural production by smaill scale farmrs. E: FY 1984 Agreemenptslibstlttites "Covernment of the Republic of zambia Fxpenditure Pro.gram" for "Thirdlational rDevelopment Plan (TMNP)". 
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X 
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•SrI.F liIFP MFASIHE 

n. '111-G'v,;rnwi of I:hn P'ptihlic of Zar.)ia a.3rns to llndlrtak. the 'olinwingartivition and in doin-I :--# to provide ad'-1qat" fillanT(-ia l, I'"chniical, andminniiagnrial r:nitirr-rz for Ihir inmpirrntat:inn. IXvr:: FY 19F14-86 Aqrve:irnl-radd "Ib- GOver rn'lut of Ipo P poubl ic of Zambia will: 

FY: 77 78 79 O0 

X 

81 

X 

02 

X 

83 

X 

84 

X 

85 

X 

86 

X 
rcm(.lc qrAnlIZATTC(I 

xX x 

1. Continue to tak effer'ctivo actions to stabiliz itF. Pfomoify and to guard
against inflation. 

2. COntlnue its ,ffort. to stabilize Lhi economy by Undertaking measures 
designed ti: 
(a) Podilci- tie hal.ii-n nf 1ayurmits (]ef iit; 
(h) P-fhicrl the irlqnt (Inficit­
(c) Reduce inflationary presstlres. 

FSEARCII AND EXTIISI(I 

x 

X 

x 

X 

X X X X x 

3. Accplrate applied rpsniri on food crops to determine [ertilizer
reguir-ment.s to find higher yielding varipties. and to diss'minateInformation for better crop and soil mnanagement practices. 

s(W-1 
X 

4. Improve linkages hetwpn the research 
operating in the t. ttkuilu areas. 

program and the extension services 

X 

5. Perfect programs to improve range management practices, incluling pa-.storalseeding, upgrading local breeds and assuring disease control. x 
6. Accelerate applied resparch on basic food crops, (especially maize, rice

ant] wheat), focuising an the use of fertliz-r and improved varieties by thesm1 farmer. 
X 

7. Fase shortage of trained agr!ciltural mrntri-r, 
and other agricuiltural officers, using external
institions where available and necessary. 

through courser. ivr extension 
a.sisttance and training 

x 

8. Strengthen capacity of the Ministry of rands and Agricultureimlement projects and to provide extension services. 
to design and 

X 

9. Reaffirm the need for action to develop tHit huran resources of Zambia throughtraining and education at all levels, including the following categories: X 



(a) 11d, 1r, ,ftnaj,-,",t wr :onnr] in th, Miniqstry of A,iric"utur,, and Water 
IYveimnt- , ospcial ly the Departrpn- of Aqr Irn,-turr-, should contiruo to he
trai nerl in lMc i nnmAk i n,;,program inVpl r -Mat ion, abhni ni sUrativn, and Uh­
tMclhniral knnwl.'-d"," nocnnn.ary to function Iofect ivr ly in gOvn1n1inermt. 

FY: 77 78 79 80 0J 82 03 84 85 86 

(h) F.xtaiiinn wrkeri 
conthinun to le tanqiht 
at thr farm level. 

for vi llagye and req'i-il lrvel aisiqnm.nls
basics in agriculture and the diffusion of 

smould 
:echnolojy 

(c) Renrvarrch workers and research centprs hold c'rml nue 
of the plnLtialn fr Internat-ional 'oprativp efforts to 
sLengthon those arivas m.ntionrd in the, sel f-hplp measures 

o take ;Iralntage 
compliment and 
related to rpsnarclh. 

(d) Farmers should continue to be included In the 
efforts hy such mrthodn as village level training 
of nvw toichnoloqies on locally owned lands. 

extension 
meet ings, 

and 
arnd 

edcation 
depnstratinn 

10. Frnicoirage res.arch programs for the deve1ol-ronf of improved varielies of foodi 
crops and of new uses for frrd and feed crops and their by-prxucts. These 
research programs will focus on applying useful technology on sma'll production
units so that the smtill farmers will have the opt"rttnity to reap the research 
benefits, especially in the following areas: X 

I 

(a) New stronger, and more diverse strains of corn should be 
enhance overall corn production and to guard against further 
shnrtfalls. 

developod to 
production 

(b) 1 ie oil seeds proqram will be encouraged for such crvp with proven
potential as sunflower srd.s. Research should be undertaken to find methods 
to efficiently produce, process, and utilize oil seeds for both edible oil 
and as a high protein feed for poultry. 

11. Provide adoquate budget allocations to the agricultural extension service 
to expand present training opportunities for small scale producers.
As pIrt of this effort the Government of the Republic of Zambla will: XCQ 

* C" indicates same or similar measure was included In Conmmidity Import Program agreemet 



(a) Incr.vne Lrai1ilivi npjtrtuni tips for om-r~qent farmn-rs off-rrd Iby 
t1hp Kalillis:hi Farm col I,,, c ipo'ii Farmi col 1 tjo and th 7..nih.zi 
Training Far a'n 

FY: 77 78 79 80 81 82 83 84 85 86 

(11) Ni rnarwo lit, ntiror or two-year exteori,,n aqr'llt acLIv'ly involv r] InruIlvI of the mi,,rqront farmors in the Kahwe and kiisIh ritral dl tricts.Dylplvai- h'y thn~o oxfnrninn a-ents will he plac"(] on impr"vinq and omp.Indinq
l1;si 7.'pr ,luirl'l: on. 

12. Ontl Inne to onpand the capacity an(] callabi lity of the Researrh and .xLen.-lonDranch'-s within tho r'irlment of Agrioltire In -hv linlstry of Agricnlturpand Water l"Plopurnt- to g'-nerate and disn'minate improve(] technnirkly to the.mill scale farm sector. 

Thirfollowing ititem,will he considered in determining progress toward Item 12 
aboive: 

XC 

(A) An incrpase In rpal hudget allocations and exT-nditures. 

(n) An increaso in professional and non-profesional staff p.sItlons. 

(C) An increase in yield rates after adjivting for other factors. 

(D) An Increase in the percentage of professional staff with advancod 
(dqree and non d.yree). 

training 

(E) An Increase in t-he In-service training opportunities. 

1.. Contintip to strengthn, by means of increased bud]gntary
and other stipporting measures: 

(3) 3fio felearch and Extrnsiorn branches (if the Ministry 
DeveIo rlmnl:. 

resnirce allocations 

of Agriculture and Water 
X 

14. 

T'he 1986 budgets will he increased in rpal teri above th 1985 levels for 
each of the above organizations. .119E: See Item 22 for parts (A) and (C).
rvelop a program before 1986 to address the soil acility problem In Zambia. 

XC 



FY: 77 78 79 80 01 82 83 84 05 86 
AGP'IUIIIJPAT, PIANPIll +.'AI'ACITY
15. In cono'rat ion with aprnpriate natitnil/int "rnairinal orglnizatinns and tie

('vor ,tinrnt( i IiItrd a:tes of America, namely ti-b Unil-d Statps Vnpi-rtnlan
of aricullfnre/lnito .tat's Aqency for intornat inal IX'vol'rnnt, cndirt .riof ii al review of thp current- suppi y/dIsiriiNlion and Wda] date In the
Agricuui itiral] S-ctor to drNtmine conpiptness and vai] iity fot it-s utilization
for econlomiliC dpvv mero-F and related resarch analysis and projpctions and for 
Nlbii jlaw 4811 typr- prqrl, rsing. rartirular iPllasls will h. aiven to updat:n-lSupply/rlimnand and tratle data for conmodities ptposed for tublic law anil prograroning. X X X X X X X X 

16. Adopt ;'rocr',iurps wilhin the Ministry of Agri ,til tiire and] Watrr l.,eloliro'nt to
improve the gathering, analysis, and publiation of aqrlculturil statistics.
In addition, th, planning init of ti Iinistry will tm-Inue to advise onmarketing policios, develop marketing courses, and establish a market news service- XC 

17. The Government of th P"pthilc of Zamida will adlopt procedures to improve the
Ministry of Agriculture and Water nrvelopnt's crop forecvanting ability byimproving thn accuracy of the data base and the tinrliness of the publicationof the rorecaqt. 

XC XC x 
18. Ilfiroiugh the Ministry of 

markt ncwn service. 
Agricultnre and Water Developm-nt revive a rpg'ilar 

x XC C 
U, 

19. Ppin[orc- the planning "rnit within tie Ministry of Agricult-ure and WaterD-velor,- ',t charged with undertading cumprehensive annual and ad hoc reviewqof agricultural producer prices and fertilizer sUbsidies. XC 

20., The Government of the Republic of Zambia will continue to reinforce the Planning
Unit within the Ministry if Agriculture and Water Developnent charged with
undertaking comprehensive annual and ad hoc reviews o agricultural producerprices and maize and fertilizer subsidies. 

XC XC X C 



XC 

F=: 77 78 79 0f 81 02 83 84 85 862 1. f)vp l n p a p rn -r a U str "t th n t h ,ca' i r t y a nd valf h i l i ir o,. f i h e C o nt ra lnm" 
S tati- Isi:al ioff Wi thin !h'q fat itin al wn,ninnrd-r that c..0 qn'",ral- the necesnary dal a 

.ion for ovpn qmnI,-,t Planning intfor nn"d ll iry analysis and rl-cisjini. 

1hio Fol lowini ito.'- will hnoConuid'red in ntrrininitirJ pzo)qrnf: toward itpmn 21 

(A) 	 A rWI=,:tinn in IN Il1rnlyth WF tim- frowm the 'and nr a 
 q ivp'n nwrvoy to the
i.s.,anc- of thp rnfrt of that surVyy.
 

(B) Tiw:r-asn in hn nimll;wr of studies and rrports sulv'itto,1 In the CovernrnW­of the RoI!hlic of 7-.umia.
 

(C) Inrcrpas in t:ho nutldior of professional staff anld survey siipo'rvisors.
 

(D An i:nctra-s in the "tmher of slaff with advanced traininq (dogrrn

and nondldrgrn). 

(El An increase In th- n"nher of in-servts,training opprtunities.
 

(F) An increase in 
ra lhbd t all cations an diexpenditurns.
 

(G) An increase In the numb'eir of programmors and sys analysts.
srr' 


(in) An in.crease In hn nmber of pibllcations. 

22. Continue to strengthen, by means of increased budgetary resource allocr.tions

and other support ing m-astzrps:
 
(A The Planninq Unit of thp ministry of Aqrictlr.ni rr and WaLer v-velopmrnut;
and 

(C)The Central Statistics Office of the National Comm.ision for Devnlopment

Planning/Ministry of Finance.
 

lie 1906 hidgots will he Increased In real terms abtve the 1905 levels foreach of the above org-inizations. t JrTE: See item 13 for part (W). 

http:Aqrictlr.ni
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ArRICiiT;IlIPAr, 'l CIR'iAtlII) SuJnS DY POLICY X X X X X 

21. Increas,-.Solf-uff[icifo"I.y in hasic foorl ccops throuii'h appriipriatq
aid -i.per- to n-mil1 farmrs, irclu'lillig annalt, 1 rev irw of prtoc('ucrr 
thleir aoinnuncm.-ilnt in t htrv to encouraqe produr ion. 

incontiv,s 
pricc-. nld! 

X 

24. Conu:inun r,(o-nt effort .­to adjust agrilcultural pric- 1Nlicic's and slbmi cinr to 
rncourq- increased doitv-st- productinn of food cro,!. As [vir of this effort,
i*.:' Cov.'runent cf tile lopul )] ic of Zambia will ronti i ne to: XC 

(A) .*inl ain tim planning unit within the Ministry of Agri culture and Water 
D-veloliuput to uindertake' a comprehensive study of thn a'jr!cullurai price 
rolicter of the (;nvertimmn of the Rnpublic of 7.anbi)a anfr thp r relaiionshipto costs of producti'-n, rtturns to producer, and levels o, domestic igrlcultural 
product lo. 11'e st-urly will pr-)vide quida.nce to the cxvernment of the Republic 
of Zamhia during futuire decisions on prlcinq policy and subsidy adjuntnent:s. 

(13) Determine and puJbli!;h, on a ';,",ely bawls, producer prices 
to costs of production and which insure an adr-quaLe return on 

whlrh are relaled 
investment. 

(C) Adopt a selective approach to subsidizatlon of Input cost: which will 
provide emerging si all and medium-size farmers with the necessary Incentives 
to Increase proc!uction of food crops. 

(D) Adjust co;,sUm-r suhr;idios on basic coirloditis, Inclding maize, 
at *ligning retail prif:#,s more closely to producer prices. 

aimed 

25. (l) Continue to condiict a comprehensive review of maize producer prices and 
fertilizer subsidle:; to determine if there is sufficient ihcentive to reduce the 
prevailing maize production shortfalls; (IT) consider during the course of the review 
the following factors: (A) CurrEnt production prices In the neighboring countries: 
(3) Self-sufficiency, (C) The cost cF production plus a reasonable profit margin 
to producers and (0) Couipar-tive costs of imprtation: and (Ill) Keep AID advisprl
of the findings of the review during The preparation and complete these discussions 
with AID on agreed upon time schedule. (It is understood that discuissions wit-h 
AID will not include consideration of Ministry reconvm-ndatlons to cabinet". XC 

-6. Adopt a selective approach to the subsidization of fertilizer anl other input 
costs in order to provide all categories of farmers with the necessary Incentives 
to increase the production of maize and to reduce subsidies to rmna;eable leve!s. XC 



F: 77 78 79 80 81 82 83 84 85 86 
27. nnt inuc with Hih pfl icy to reduce 

by r.-sing th rest-ctiv" consuiwr 
closely to producw-ir pric's. 

connumr stiffidir'.s oil iwliz" an0 ff'rtilIi"r 
prc'ns t-o al gn rc'IaiI pri cc.s Do'arn' 

XC 

28. contintir 
within a 

with .icr plicy 
p'-rind to be 

to reduce proqrcfsiv-ly thr' rwr 
aqrer, d with AID by June, 1981. 

unir r aize subsidy 

XC 

29. Permit crninenstirate incrrasps In mliz produce pric-,! in real terms which willstimulate productlon, wlthoilt sirmnltareously Pnlarginq Zamhian budgetary deficitscaiasd by differenc:es betw-en D-mize consumpr and prr'dlucer pricos, utilize local
culrr'ncy attrihutabl' to this saler agreemnt to pirtially pay for increasrin n-aize producer prics. This payment is to Fe adyiusted on a droclinlng graduatuith.1qis in accordaneo with a scheduile to he adoptr-d in coicsultatioi with MU on an
agreed ,icon tfhx sch-'duler. The results of the review ci t -er in 2S atovo will h"instruct ;ye in thtis rgqr-id. 

XC 

If. CndulilcU- a rpvirw o[ producer prices, maketing an, processing for cassava,and sorqhum In ordor to cortmercialize these agricultural coryn!oitiPs. 
millet 

X 

31. In O(tobor of 1981, 
of the R'puhlic of 
27 - 3U). 

furnish AID with a statement of Vhe prograss; the Government 
7.anhia has made in carrying out the above measures. (Measures 

XC 
32. Continuo to conduct a comprehensive review of all agricultural producer prices to(A) dletermine if there Is sufficient Incentive, especially for small rural farmers,

to Increase agricultural production, airtlcu!arly maize, and (B) to implementtimely, comnrrnsurate producer prices Increase baserd on sound principle. ofagricultural econtxr.Ico. 
XC 

33. Advise AID of such decisions In Julne of 1982. 
X 

34. Continue to make it a practice to announce a comprehensive se- of producerprice Incentives for a range of agricultural coraorlities (for examjple: maiz,
wheat, rice, soybeans, sunflower, milk, meat, honey, fish, sorghum, cassava,
millet, cotton, groundnuts, etc: these being illustrative hut not comprehensive)early enotugh In the year to allow farmers to make their Investment decislo;. whichwill sustain satisfactory levels of agrioultural produrction. 

X X 
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(1i) (fnnt)r nuing th- mr)v-ri-(rard 'conomic efficienry by ,'1iminal-in. Smubqli's
(rO!;ItitIlt iUnI paynV'nt.s) t:ncooperativen by I '3PS in ordrr tha- they milht tmc,m 
econtnii.-illy vi.ihl, in t h'Ilr own right. 

((:) rnr-urai n rmvlr'ria1 and 
by rnmoving subhsirlivr; by 198O. 

CRII)IT IX)SMIAIL FARUMI S 

econtmi" pfficim'mcy in ariricu;.iiral par;msttal­

x x 

XCz.* 

x x 
41. Provide at ieast t2.0 million funding to the zarbian Agricultural i _vc lopment

ink for the speciric purpo:e of providing credit to sivll farmers for the
pirchase, of production inputs. In addition , the Government of the RPpublic or 
Zanlbia will support technical assistancr effortc for continuous review of 
credit del iv-ry, rfI-ym-nt criteria and loan supervliion, and thle 
dratin/itirrnven-nt of a credit, staff and physical facilitis operations
plan for the Agriczltural neveiopment P nk. XC 

42. Cont inur' to enpmhasize provision of credit to sm-0l1 farmers through appropriate
financial institutions for the pzrchas, of prodict,.'en inputs. x 

43. Encouraging the ad-rttin of improved technolgy by the small farm sector by
providing credit at economic rates beginninig in 198 which are aimed atmaintaining the Initial funds. x 

C 

44. Continue to encouraqe efficiency in resource allocations by maintaining the 
progress toward the establishment of a positive real Interest rate for both 
savings and !onns. 

45. Complete those studies anr1 analyses necessary to effect the irrger to which 
the GRT,has agreed of the 7arian Agricultural Dlevelol".nt [Rank and the 
Aqricultural Finance Corporation. The above studies -mdl analyses, including
specifically the new organizatlonal structure, rharter and operating procedures
for Issuing and collecttn, loans, will be nmade available to USAID/Zanbia by
July 1, 1986. 

XC 

x 

"7, indicates same or similar measure included in 7arima 14alti-Channel Agricultural Miarketing Program agreement. 
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P r - r cIt ' .fo r I h ij. n 4 ivate t rad r rs w i ll 
Hini m rij and A.Irll, an, th, cri torl for 
privatr, ,rior by -cor- er 31, IQRP9. 

II ,, a l pl 

I ir:pn: i n 

r hy !the r inor nrn- l1 

prPntl.qat-)dr to the' 

FY: 
Y.: 

77 78 79 80 81 82 03 84 05 86 

1hi 
t 

narkot 
ivarl"o 

Iih,-'a izal inn mc'asilre will t fill 
, I 'n15,!, by April i, 11C6.Z 

lly ­ 11-1,n1!.,,a; "virlrnr.,I hy 

51. tym ,i,"tr -Httilir'" of ma mlr agricultural Ivira;LaI al an t.ial iftnry
to dt,,rmi no til" vrl.lienViabi lity or non-viahility of each, and 
snllit iolm to idolifi iid problem. 

ar. koti'q I",,r '" 
to r cirutl, 

52. 

Shi'1ir'; of at 1rm:" thre of the following paranf atals .ini m-rketinog boards wi Ithe rof,,.',t-d an, ir rl, avalhlatir to tUSAIl/7.ambia within onn yar of sign-tiro
of thin aqreenno. - rp, L ltl onal Milling comJpny, (cnntrar-t Iailaqn, Z,-mnilaFtirk Prodncts, LUntro, T-1bacco Board, and the Cold Storaq- Board. 
ConpIete a ,r.tll]y of tlAMS-rd to determino the ormarIzational stznjr-cre nerdo,
to perform tho? role of holdor of national socnrity stocks and biyor of last rnsrt. 

x 

1lie ato ve stldy will h- cnomleted animade ava one y-,ar of siqnatnr- of th!s agrcement. 

x.:r, CURPF!1ICY F['(r:PAt2II ;I 

lable to U ATD/Zan bl|a wil hin 

X -

53. 1n Oc.ober the CGovernn-'it of the ilfpublic of zanrbia will urnish AID with a
staretit of the pro,!rors the Covern mnt has na o in carrying nut tho alove
measlres. "lhis Soll'-frlp Pe,ort will include a dota I lr report on lo-al currencyatltrthit-ion. 

X Z X 

54. The "overnment of the Pepifflic of Zanbia will utiliz- the local cuirrency procrerlnattrjbtitabln to this agreement to suprport mrutually agreoel agriculture projects and 
progarl:; for example, Agriculture Training Institutions, Agriculture Research,
Department of Marketing and Cooperatlvvs and other exrenditures In the m.nistry
of Agri clture's renrrentl burqet. The utilization of the local currencyattributions is morp fuilly describedt In the agreed rinlutps of the negotiations. x 

55. E-tablish, In conjunct ion with tJSAID/Zanbia, new procedures fnr allocatingand uftilizing the local cuirrency genorated under IJSAID/C.RZ a.sistance aqr-c--ns. x 



liii.hill y svrnir-niircrtr. will bn *idrt('(1 wivf-iiii fliat "nyfliiLlIvI t ti,' 

FY: .71 78 79 80 8-1 02 83 84 85 86 

?Y7irE: fli 
cnjfinctio wit1h 

r.,raraf1- langiq-i 

ipr, on loc~al ciu rfticy projr.wini shii d I-r read 
1h' tahlr "Loal~~nir rfiiry Prrrji 'inn~cz. '111^ 1.i! -r~r 
frtmi S-ctir~f vi of the saI"s acr'sretnnt. 

in 
I n'-l :'l-i 

x 

56. P.rjIIo'.f ftlir 
st,:liorF of 

r'f:tfjop,, in 

-Isnincta.l-o of appropriate InftinaF- ional orqclni~af-ionsz to luJ~typlrr~nt 
it!; a'jr riil iiral proqr1rn. and ryilicy, e9 n~.i yof the? matknzitiq 
orilor to infrnvq efficiency and to artilrr' optimim produoct ion lov-1n. 

57. Finitinn ,myinq of rl'oi-
inf-r -minji4or iil 

'iiarftnnistrat ion of itural rl-vtrii)Vrt
pcFraf-ion anO: local qnverniw-oiit-irt iripat-ln at 

to iTr~ 
the Incal lr'vil . x 

58. F.xpond domnrstlc olls-d crt'shinql capacity 
vegetabl oil production. 

to permit reir-surficiency In 
X 

51) 

GO. 

61. 

Exivnd and tipqrard- thn io rtritrition of qnrxL- and serviros within 7Zinibia which 
will diroctly honvf it Lhn rural poor pop~ilat ion. 

continuro to arihorn to tli- Gove~rnmnent ot 7.ariTbia's llirpe Tn';o-tment Plan, 1901 
to 1982. 

Appropriately incrpar thle Recurrent Drpartrrnntal cliargen budget allocations 
in the Ministry of Agriculture and Wi'-er Devnlo11-iit with thl? view towards lrKrP 
effect iv~ly stipporting small farm devflopnf-ent. 

XC 

x 

x x 

I 
-
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LOCALr. uCrniUREY PRVI: I( t:; 

ZAMIIA P. 41WUTITLE I I'X;'Ar-

FY 1977 - FY 1q86 

rY: 77 78 79 FHU81 82 83 84 85 86 

FCOt' f-lTC( Dr.V-.I nntwtrr 
ACC'F lm 'i Ir"i"'l-

PURIXV)ES 
Ct(,rr,,Y 

FOP 
APM 

WITCI PRXRrI's.. 
1 ) BE USED: 

A. Thue procrr'dl accruing to tli? importing cnuntry from thn qnlr or ccndlitles 
fina:tcod :mler this ajrPor.nt will he iiled for financing th- rowl f-help 
uwasures '-'t forth in the agreenment and for U-l," following ec'onounic ciev,?lopTYnr 
nrctors: aqricilture an- rural develorpu;fni . IMFF.: FY 197? doos not inrluile 
zoference to *rtira! dr-velonFvet" sector. x x x x 

A. Ifhe proc-dnr accruing to the Republic of Zauirtua from tihe sal of roflmuodltio 
finance(] 'undrr this aurecment will he used for financing tile self-help 
nsimuurcs set forth in the agreenent, and for developrtit In t:he agriculture
and rural spct:ors In a rrkinner desiynd to Incroane thie access of the' poor In 
recipient country to an adf-qvate, nutritious and stabIn food supply. 

th, 
X X X x x X 

13. In the us- of prceeds for these purp ses enphasin will be plarced on directly
improving the lives of the poorest of the rpcipi'nt country's p,ople and th-ir 
cap-city to participate in the developr-ni: of their couunry. X X X X x X X X X X 

C. The Government of thrc- Polqhlic of Zanbhia ill dfcido jointly with USATD/ZartFia the 
itilizatIon of the local currency attributable to this loan Agreement and mont 
periodically to review the progress made to date. rtlo priorities are: lb supp-tt
agricilture prodicer price incentives: to strengthet the agricultural Infrastructurn 
through assistarnce to the markpttng systen, and to assist with the Improvemont of 
agric ltural mnagement and technical ca.pabilities. x 

C. 	 The Government of thp Republic of Zarria wiil decide jointly with AID the 
utilization of the local currency attributable to this loan aqreenkent and will meet 
periodically to review th progress made to date, or to adjust the program as may 
be required. 'hi priorities are: 



FY: 77 78 79 ,90 8] i2 133 84 65 86 

1. t io u.1;r i t arri l inceltive. 

2. T1o st-mr'lhrn th,, aqricuttural infra;triicturr 
,-arkotingJ syl,,m, including roolowrativrn: 

thrrujqh assistance Io the 

.. 'ro increa.-' th- availability of agricilLural cr-dit at 
. tronnt-honing Z7AI)fl, and other agr icil aral crrdil I. is 

alIncation of loral rtnrrency qnvioratcd by thin *lirornnt: 

economic 
Itiit- ons 

and 

tates by 
tihrou qh th 

4. To a.sist with 
rapahi I i tI. 

Lho iupro'-enmn t of agrltiituural rmiunaqcr5'yell- afndtechnlcal 

11he specific lev-ls 
priorities above. 
Ins-i tiution. 

of 
ic" 

loc:al currency atttititon 
ahsorptive rapacity for 

are not lt1pli-d by Lh­
in'al curren:y varies by 

x X 

C. Within the purpo. s agre-1 upon in this Item VI, use of Ihe salns proceeds will h­
decided upon jointly hy represenLat!ves of the Pwornment of the Republic of Zaidila 
and of AID, who will meet periodically (or that purpose, to review progress maidn; 
or, within the terms, of this agreent, to adjust the program of u1ses under thin 
agrement. 1he priorit-y areas within the uses stated in this !tem VI, althngh not 
necessarily in rank nrder based on projected levels of ex-enriltures hereunder, are:- I, 

I. To support agricultural incentives; 

2. To .ztrengthen th ,- agricultural Infrastructure 
marketing systtem, including cooperatives: 

thtough assIsLance to the 

3. To Increase the availability of agricultural credit at economic rates by 
strenqthening agricultural credit institutions through the att-ribuitton of 
local currency generated by this agreement, and 

4. To assist with 
capabilities. 

the improvement of agricultural m-nagement and technical 
X 



ANNEX D 

DONOR PARTICIPATicN IN POLICZ REFCRM 4EASUPES IN Z 2AIA 

PROBLEM AREA POLICY MEASURE XDNOR PARTCIPAIC.N 

Overvalued Devaluation (1983) I:,1F, IBRD
 
Exchange Rate Foreign Exchange Auction IMF, 13RD, USA7D, U-K,
 

(1985) CIDA
 

Consumer Price Subsidies General Price Decontrol IMF 

Interest Rate Subsidies increase Lending/Denosit Rates i.!F
 

Low Agricultural Develop Producer Incentives 73PD, USAID, SIDA, C::A
 
Producer Prices Geared to Border Prices
 

Inefficient Agricultural Transfer Marketing co i-3RD, USAID, SIDA, FAO
 
Marketing Cooperatives and Private Traders
 

Insufficient Agricultural Increase Funding for Research I3RD, USAID, SIDA 
Technology and Extension 

Inadequate Budget 
Allocations for 

Phase Out Maize and 
.Fertilizer Subsidies 

'SAID, :.!F, :3PD 

Agricl ture 

Weak Capacity for 
Policy Analysis ani 

Improve Data Analysis, 
Planning and Implementation 

USAID, -3RD, 33-1_A, C-:A 

Planning Capacity 
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AINEX E 

PERSONS CONTACTED
 

WASHINGTON, D.C.
 

Mr. L. Pompa 

Ms. G. Frazier 

Ms. D. Rosa 

Mr. P. Reiley 

Mr. D. Walker-Riggs 

Mr. R. Peterbaugh 

Ms. C. Delaplane 

Ms. V. O'Donnell 

Mr. D. Pickett 


GRmZ 

Mr. F. Siame 


Mr. Y. Libakeni 


Mr. F. Mbewe 


Mr. M. Lungu 


Mr. Kasungu 

Mr. P.W. Silavne 


Ms. N. Sialumba 


UJSAID/Zambia
 

Mr. j. Patterson 

Mr. '. Dean 

Dr. J. Snell 

Mr. J. Jenks 

Mr. W. Cook 

Mr. V. Chella 

Mr. L. Simonda 


AID/AFR/SA
 
AID/FVA/FFP
 
USDA
 
USDA/ERS/IED
 
USDA/FAS
 
USDA/FAS
 
USDA/FAS
 
USDA/FAS
 
USDA/FAS
 

Senior Undersecretary, Ministry of 
Finance 
Permanent Secretary, Ministry of 
Cooperatives 
Director of Cooperatives, Minisr" of 
Cooperatives 
Director, Planning Division, Minisc:y
 
of Agriculture and Water Development
 
Economist, Ministry of Finance
 
Undersecretary, Ministry of Agri­
culture and Water Development
 
Economist, Ministry of Finance
 

Mission Director
 
Deputy Mission Director
 
Agricultural Economist
 
Regional Food for Peace Officer
 
Agricultural Office.
 
Assistant Agricultural Economist
 
Assistant Agricultural Development
 
Officer
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Other
 

Mr. U. Mbanefo 
Mr. Chilomo 

Mr. H. Swift 
Dr. j. Milimo 

Dr. M. Ndulo 

Dr. R. Krenz 
Dr. M. Applegate 
Dr. E. Loher 
Mr. J. Hartley 
Mr. J. Hicks 
Mr. J. O'Rourke 

Representative, IBRD
 
Research Officer, Zambia Coopera:ive
 
Fedecation
 
EEC Delecate 
Director, Rural Development Studies 
Bureau, University of Zambia 
Chairman, Decartmen" of Economics, 
University of Zambia 
Agricultural Economist, ZATPID P=> ect 
Chief of Party, ZATPID Projec: 
Agricultural Adviser, EEC 
Economic Officer, U.S. £.::ssy 
AID Representative, Malawi 
Food For Peace Officer, USAID/Kenya 
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AGREEME MT ON I'PROCEDURES FOR ALLOCATION
 
AND USE. OF .OCAL bURRECIS GE"RATED UNDER 

> A.NUSA0D FINANCEDASSIST ROGRAMs. 

W;¢HE.REAS.q - counterpart funds -'are generated in Zambia ,' virzu', o 
*various assistance orogzams!!financed,-by the Government of :ne
 

United States, acting through t. e Acency foc In?ern'aina .
"
 
Development (herein2fter referr'ed tL as USAID), ncludi: 

Focd-Aid Programs, Commodity Import Programs, and othe r:,.
 
orograms;
 

WHEREAS USAID and the Government of the Republic of Zambija
 
(G..R.Z) are desirous of setting up mutually agreed-uoon
 
orocadures for allocating, disbursing and accounting Lor the
 
use 0f such counterpart funds;
 

WHEREAS the amnunts of such c.ounterpart funds gen'.rated ea_.. 
year under USAID financed assistance programs are expected -c 

over the levels,
-ncrease1985--1990 period from pr'sent which 

will necessitate fle6xible and resconsive o.rocedures for
 
allocation and use of.. 'ounternart funds;
 

-
WHEREFOR , the -eartishelaeo agree as follows:
 

PART ---GENERAL
 

-. This Agreement, as detailed ,elcw, sets Cut agreec
 
procedures for allocation disbursement of, -'"
the and 1 
accounting for counterpart'funds generated, in accordance With 
t~e teems of arious USAID-financed'l assistance programs ,a
 

Zambia. The provisions of this Agreement will apply to the
 
allocat.on and use of all ccunterpar- unrds generated n-r
 
Agreements entered into by USAID and the G .R.Z. after the
 
erfective date of this Agreement (unless otherwise orovided cr
 
-n the ,alIcab"e Agreement), and to' counterpar: fun~s
 
generated under Agreemen.ts in: effect but not: specificall'y
 

located at the ','me 'this Agreement is sic-ned, unless
 
otherwise agreed by the parties. The reporting a, d acccuntinq

recuirements of this Agreement wil be applied, to the maximum 

extent aplicable, to counterpart .-unds gener ted au r!=.
soeciricaliy allocated orier to the e .fective__a.e .f thi.


Acreement.
 

2. All z within the scoDe of 'this Agreementcounternat unds 

.5
will be deposited bv the G.R.Z. in the soecial account No. e4 ,
 

entitled '1983 ,'iaize Grant" in the Bank of Zambia in accorda-ce
 
with 'he terms andconditions of the Agreement under ..hich the
 
funds, are generated. Insofar as counter=art funds generations
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r 
1 
r~oZ, Can ont Agreement are to be deposited5 in6 thes
 cec- a account, thea G..R.. " .i..w sa t 
 raintinC" swil mlctnct arynari4 separat
 

e~oosited into the social account by Agreement 
numbrer, a nd .y 
. dc~ctor. 

, ' .. , is the resconsib:lity of the G.R.Z. Minis-r, ," 

to 

accordance with the governing 

. ensure .haz t counterpart funds are decosied . 

Agreements, and in acc-..or:,-nc =
 W-th the timetables for deocs.tt :or counzerpart funds I.
speci'

in those Agreements. 

PART IT ,L0,C-%_IOMS FOR AGR-EED0PROJECTS/ACTIVITIES 
4. Counterpart funds 
 generated under USAID financed assist.anc 
programs to be used for economic developmentI purposes will ..nl,;be allocated for use by mutual agreement:of thepe parties seli 
on the submission and review- of specific project or aczivitv
proposals. in cases in which the "parties have agreed t,:general uses to be made of the counterpart funds as part of the
Agreement under which the funds are generated, or by means of 
some other orogramming document(s), the proposals fcr szeci-ic
-se oi the funds must .all within those a9greed gener" :uses, 
unless otherwise agreed by, the pa-;es. 

The organization or acency which is to be resoO:l:ze -or 
carryinq out a prcject/activity using counterpart funds 
 and --or
managin, those funds shall submit to USAID/Zambia a co.r-nltec
project/activity description (Anne:, A) fully descrih.-inc theP_,0oject/activizv, including the project/activity rationale, itsestimated ccst and duration, and operational modalities. TheProposal will also be accompanied by at Specia PrcIsiCna".Warrant form, for G.R.Z. budgetary purposes. Projiic z." _t
descriotions will reflect concurrence(s) in the prcuoonsal ..
applicable Ministry( ries) or Office(s) in charge Cf t eoriginator's activities, and concurrence from the inistrv cF.Finance. For the purposes of this Agreement, the fclic.-ing
inistries/Offices will orovide concurrence 
 on rzosn!­
submitted by the following organizations and agencies:
 

a) Ministry of Agriculture and aler Development:,
 

ZADB
 
(SAID/GRZ ZATPTD P-roject No 611-0075
 
USAID/GRZ ZAMARE Project No 611-0201
 
Allocations to MAND itself;
 

b) Zambia CoopertIve Federation (ZCF):
 

Primary Societies
 
Cooperatives

AllcCations to 
ZCF itself, and it subsidiaries;
 

.v.........i .................... i :._. 
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c) Off'ce of Con't.ncgncy Planning: 

UN. Organizations , 
Allocat-ions to Contingency Planning itseli; f" 

d) Ministry of Finance: 

Direct budgetary support. 

Other Ministries 
subsecuently, .il l 

and/or Offices, 
provide concurrence 

as 
for 

may be acreed upcn 
prooosals for use of 

counterpart funds by other organizations or agencies not
 
mentioned above.
 

6. Upcn receiot of a project/activity summar, from an 
organization or agency for the " use of counterpart funds, the
4inisery of Finance will, within fift een _(15)days, eihex
 

transmit the prcoosal to *USAID/Zambia for
 
-approval/non-approval, or return tha'-s project/activity su.mar 

-
to the originating office detailing t son or
 
non-concurrence in the project/activity.
 

7. 	USAID/Zambia will review proposals submitted and -. 21 notify 
-. Within (I5) days,he Ministry of Finance, by letter, fifteen 
of approval or non-approval of the prcject/activit%, '¢ih a 
copy to the oroposal's originator. 

8. Upon receipt of notification from USA_D/ZambLa o" 
project/activity approval, the Ministry of Finance will within 
seven (7) days release the funds from 6he special account to 
the organization or agency responsible for implementing the
 
project/activity. Other than for purpces of disbur'sing funds 
:rom the special account for such trust funds maintained by 
USA-D/Zambia, no disbursement of funds shal be ffec:e• 
through any other mechanism other than the one described i­
this Agreement. 

9. In the event that an USAID-financed assistance Agreement
 
s)eci4fes that a certain amount or percentage of the
 
counterpart funds generated under the terms of that assistance
Agreement will be released to USAID/Zambia for such purposes as
 
may be needed to support the bilateral Mission and its
 
activities in Zambia (trust funds), the funds specified in that
 
Agreement will be. promptly released to USAID/Zambia upon
 

written reouest to the Ministzy of Finance.
 

PART 111--EXPENDITURES OF FUNDS
 

10. Once counterpart funds are released toan oranization or1 
agency for an approved project/activity, the in;p lementing 
agency will need no further authorization to expend those funds 
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-in -accordance, W' i. tiei approv.d budge Lor te
 
.. pro jec-/activi~y. Exr'encttdu.e yt. een~ gamegr,cy w-411
 

_. .mad
i n accordance with establihed G.A.Z. procedures o, ,.
?,,, s ab,1,. , he ,. edures 	 - nc .w--.i.. a...,<7xc,,',: o -cf-c.*-e,--implemen---4nq--	 .:I 

non-G.R.Z. ent-y. -n the event that funds are made avatiib-o 
:oorganizn:ions which are.. no .entibs of t G•R.Z.,G Rhc 

agreement e tthe . G.R-.Z. and tha t *or-,anzalt.. .'. c , 
prosject/activit :3ummar) conCatin aporopriae.lanC-'age 
ensure that the funds provided ,will be used in accordance with 
this Agreement,' and the Agreemndnt under which Che arC u::, 

funds were generated. -


The users o: counterpart f,--nds may keec those :nn. 
appr riate accoun(s) in the ban-: or financial "inst z--in 
their choice. 

12. An int-erest tat accrues to organiza tionz or Jgen,;i'.s 
implementing projects/activities using counterpart funds as a 
result of the cerms of deoosic of those funds ';ill be -xpended 
for the same general, purposes as th'ne original ccunter.ar. 
funds, and thebi~~raccouncing-soeae thereof will be ref lected_c_ n the,-t"il ore 
bi-annual reports prepared by the implemeni:: cL-arn:zac.on or 
agency.. 	 ,
 

"3. Unless otherwise agreed by USA.:D and the G.R..Z., any "funidsremaining uncc'iunirted by " emen tin encrc y b i e 
pro ject/activity 
proposal will 
special account. 

co
e 

uletion 
refunded 

ua,,e 
"iin 

snecified 
thirty 

in 
(30) 

their 
lays 

an r
-o 

o ed 
the 

PART 	VI--REPORTS AND ACCOUNT!MG
 

14. 	 The Ministry of Finance will submit to U..D/,a. , on . 
.onthly cozies and evidcnce of a-lbasis, of bank statements, 

deposits and di-bursements with regard to all cunte-erpa ffunds 
managed by it. -n additior., :he Ministry. cf Finance will 
submit to USAiD, on a bi-annual basis, beginning w4. the date 

effectiveness of ts areement, Summary Financial Status
 
Reports (Annex C) detailing all deposits to, and allocations
 
and disbursements from the special account.
 

15. The G.R.Z. will ensure that organizations and agencies
 
implementing projects/activities financed 'from counterpart
 
funds special accounts prepare and submit bi-annual
 
comprehensive reports detailing and accounting for the
 
,xoerxditure and use of such funds orovided to them. These
 
reports will be prepared in accordance with ,the format(s)

contained in Anne:, (B) here2to and will -be submitted to the
 
Ministry of Finance with a copy to USAID/Zambia. The G.R.Z.
 
agrees that the implementing agreements (project/acti-ity
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summaries'. with all organizations that are not agencies of theS 

G.R.Z. 	 include provisions r equirin,: the i p einent_4ngWI 

. , -agency to submit these bi-annu,\l reports. 

16. The, G.R.Z. agrees that USAID, or its .designatc.d agz;,ts, 
.	 shall have tne r i ht at all reazonable t *mes ,o auc t ai .. 

inspecr. all documentation and records pertaining .o uhe. 
allocation, use, and expenditure of, and accounting f,.r 
counterzart funds, and tc insoect activities financed fcm such 
runds. The G.R.Z. will ensure that these rights of audit and 
.nspection are fully understood by all GR.Z. enci-s 
implementing projects/activities financed frCm countarzat'= 
funds and that these rights are agreed,to and ncludcd in al1 

agreements with non-G.R.Z. .mp em en ing agencies aIocaEd 
counterpart funding. 

7. I. n e case 	 of counterpart. fun:ds which-n of "any expenditure 
is nct supported by valid documentation in accordance with this 
Agreement, or which is not made or used for agre-ed curposes 
under this Agreement or tne appicable oroiect/'ac~iv" ­
summary, the G.R.Z. "'agrees, upon the request of USAD, to 
promptly redeposit into the appropriate special account from 
non-USAID sources an amount eaual to the amount of funds which 

Vhae been misused or whose ,se has not bean properly 
documented: such am.runt to be used ""thereafter for agreed-uzzna~~_ '.,c i.tn this AgA;*eme .. 
ldevelooment purposes in a-ccordance with thi.... ernt­
.8. Fr the purposes of ensuring that non-G.R.Z. organiations 

have in place adequate financial manag7ement and a ccounting 
procedures; which will enable these organizations to manage and 
account for counterpart funds released to them i.n accordance 
with this Agreement, and the Agreement under the term.7 of wh":, 

were originally generated, the inistr'/ off Financethe 	 funds \
may agree 	 to. contract withand USAID ma jointlyjhoe4caijIicnsfor the G.R.Z.idev__., 

private accounting firms to rev-e'. those organ;z=,.cn(s)'
 
management and accounting procedures to determine the adecuacv
 
oI. those ccntrols, or for other pur-poses r e lati n to t.e
 
accounting for and management of counterpar--t funds as may be
 
agreed to by USAID and the Ministry of Finance, which contracts
 
will be financed from counterpart funds resources.
 

19. The Ministry of Finance will designate specific orficials
 
w_..hin that Ministry (a counterpart funds Secretariat) to be
 
res.onsible for all monitoring of the special account, and
 

other counterpart funtds issues, and for providing the 
accountability detailed in this Agreement. 

PART 	 VI--FINAL PROV.ISIONS 

20. 	 USAID and the Ministry of Finance will meet periodically as
 
*needed to discuss matters pertinent to zhis Agreement. The
 
carties agree to appoint coordinators for counterpart funds
 

Gatters.­



'2 No provision 'of this Agreement wi1' be construed -as 
~idfy- r uoceding any of I C anthe terms and condi tin 
assiStance Agreement which requires the generation cof< ~uutratfunds. In the 6venr__of a. ccnflicbet e e..

t 	 rms of this Agr.ement and the terms of an ,greem.ent ,ich

qui.es the .genration and depcsit of counturpart funcs o
Special account, 'he r.erms of the Ia Z:er Acremenz sha.1 
r.revai\.1 

22. This Agreement is effective as o1: the date o: 
 Last
 
signature hereto.
 
23. This Ag-eeme-t may be terminated by either pa " : 7: a..
 

zime upon si<y:v ,60) das written notice. In -he event this 
Agreement is terminated eursuanr to this c]ause, the rwov'cv;cin 
hereof will continue nevertheless to applly wrh respect to 
counterpart funds cenerated, deoosited., or disbursed om the
 
special account prior to .he effective date of temination,
 

u. unless otherwise agreed by the parties.
 

IN W:TNESS WHEREOF, the parties, each acting throu.gh its dul'­
authorized reoresentative, have caused this Aree to bt 

gned in their names and delivered as of the date of last
 
signature below.
 

THE REPU3LIC OF ZAMBIA THE UNITED STATES OF AI.ER-CA 

BY: 	 BY:
 

TITLE.j 	 TITLZ: UJSA'" DIRECTOR
 

DATEC 	 'T­
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~~7T7COccuNT RPAR~T F'U SOET'CVIt'SLC~ 

Cescritnior. of ?roJeCt,/ACtit/2'ft: 

Estimated Pr-oject/Activ;.ty Cost:
 

Pro4ect/Activitv - Duration: (to include da: . of a. , '.-liz
 
Zzunus
G
 
S O~eational Mcc.ities: (a descrip:ion o. wn..cn
 
:or:ice/d'apamtn..i co i/orgaiizanion :.will cont-rcl -no = " ih 

he UzC.
which accounts the funds 4ill reside; what h unds wi] 

or; procedures for expenditures; etc)
 

Reoortina on Useaces of Funds: (acreement by the -arent Minisr' *r 
OT-ze cna,:, .Te ozzce In c.narce of the acti ity w,12 sucmi 
bi-annual cornxrehensive reocrts accounting for runds made ava.iab e 

Finance with & copy to USA.DZam i.z.to them, to jt-tne Ministry4 c 'hr th ofFice cha:*Ie'ccounab c-

Accountability: (statements indicati.ng that. h_ oien
 
nenac:1vi:v purees to keeputhe M4nistrv cf Finance and USA-D/Zam z
 
aooraised or the poges o- imlementa-ion of this ac.iv_-y, anc.
 
-ht..,.he office in charge or nh project/activity agr-es that
 

-all records anc
OSAI/mbia retains the right to insoect and au 

documentation pertaining toa:his acti.;ity at any reasonable zime.)
 

Office in Charge of Activity:
 

:
GRZ arent Ministrv/Office Direct!y Resnonsible fcr Ac:iv' 


SA.iT
The atsistance described herein is hereby requested from 

,counzerpart funds.
 

For (Officean Charge of Activi:v./)
 

~ :e• ".:-: 


See.-n and Aooroved
 
for fo~(?atent' 1 n s ry!
(Pais --irtrv/O!*f'"£cice" 

Authorised
 

For Ministry of Finance
 

Cla Ce
 

Maximum lenath: 2 aaes
 

Budaet: (attached)
 

Special Provisiona. Warrant: (attached)
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AZINEX H
 

SOIL ACIDITY AND LIMING
 

The 1981 CI? Loan Paper prepared in CY 1980 reviewed the
 
status of soil fertility research. The team classif'ie
 
the level of research on fertilkzer as adequate and we_!

ahead of most other developing countries in Africa-

Crop responses to NPK and S have been identified" (ambia
FY 1991 CIP Loan, p. 64). It was noted that boron on
 

cotton is necessary on some soils. :T was noted also 
:hat
 
lack of involvement of the fertilizer distribution system

in 
 agronomic research on fertilizer was a serious

deficiency. (N.B. This was drafted in 
August 1980 while
 
NAMBoard had a 
 domolete monopoly on fertilizer
 
distribution. Later cooperatives were allowed 
to retail
 
fertilizer). The analysis noted 
 "crop resoonse to
 
applications of lime is significant at the lower scol 
on
 
levels, and at these levels the 
crop response to lime can

exceed the response to NPK. Although limestone deposits

have been 
identified in all of the provinces, Zamtia does
 
not have a lime industry. A plan for developing a lime
 
quarry and distribution network for agricultural use co
 
be a highly successful USAID agriculture project.'
 

Some data available on response of maize, 
cotton and
 
groundnuts to lime were presented 
in the 1981 recor: in
 
support of the conclusions on effects o lime
 
application. The comment was made that:
 

"Nitrogen, phosphate and potash plus sulfur and some coron
 
are receiving :s
all the promotional activities.. There 

not a liming industry, although -- was reported that cod

calcium carbonate deposits are available in each of the
 
proVinoes." 

While fertilizer response research 
 at medium Zevel
 
application rates were reported, functions at higher level
 
were unavailable. Similar conclusions were reached in :he
 
1978 Agriculture Sector Assessment 
 prepared b'y Dean
 
Tuthill, et. al. for AID.
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Response of Mai7;e, Seed Cotton
 
and Groundnuts to Lime
 

A) Lime Maize - yield 90 kg bags/ha (PH 4.5)
 

Kg/ha
 

Monze magoye Misamfu
 

0 26 5 8 
1000 47 28 19
 

Seed cotton - yield KG/ha (PH 4.6)
 

1968/69 1969/70
 

3) 0 923 982
 
700 1622 1253 (residual)
 

Groundnuts - Makulu Red - Yield Kg/ha (PH 

4.7) 

Magove
 

C) 0 1123
 
2000 2023
 

Source: 1981 CIP. p.169
 

these data are anywhere near accurate, the return o liing
 
would be very hich especially if done on a scale large enough
 

:o achieve major scale economies in handling lime. The data on
 
Lhe above table show returns of nearly 2 tons of maize per ton
 

of lime, a large scale method of applization that would mean
 
:-e eauivalent of about $10 of maize for ti of liminc csz:.
 

-7alue of marginal returns on seed cotton and groundnuts for
 
each dollar spent for lime appears to be even better. This
 
contrasts sharply with the generally disappointing returns to
 
fertilizer (1981 CIP PAAD PP 64,65, 168, 169). While the
 

acidity problem is not the total answer to the meacre response
 
to fertilizer in many areas, this data indicate it clearly is a
 
contributing factor.
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The 1981 CIP goes on to 
 oint :o data and ana!'y:ical

deficiencies for management of the fertilizer suppIy 
 and
 
distribution. "Accurate base data are not avaiAIe 
f D 
managing a successful fertilizer marketing organizatnio. :aCa 
are needed for understandina :he fnrmer and his -arkers, saes

forecasting, efficiency of applications and 
 co :ienC-f*/

constraints. Information is available in the present 
system

but not in a ready-to-use form. The CIP team recommends thaz
 
the in depth study incl.ude an analysis of the aocumencacion
 
procedures and outline 
a system of reporting essent aI base 
data." (1.981 c:! 0.65) 

1/ The team proposed support for a fertilizer study

which however was not carried out because of the high

estimated cost. Ultimately an -AO was
study

commissioned and comolered in 1935.
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AINNEX i
 

GOVERNMENT PLANS
 

Plan Periods
 

1964-1965 Emergency Plans
 
1965-1966 Transitional Plan
 
1966-1970 First National Plan Period
 
1971 Consolidation
 
1972-1976 Second National Plan Period
 
1977-1978 Interim Plan Period
 
1979 Delay start of Second Plan
 
1980-1984 Second Plan Period
 
1985 Extension of Second Plan Period since TNDP was
 

not yet ready
 
1986-1990 Prospective TNDP period: apparently may still
 

be delayed one year
 

Source: TNDP Act 1979 p.iii and verbal information on current
 
status of TNDP and li~ely scheduling.
 

The stated objectives of the first plan were to "minimize the
 
inherited imbalance between the urban and rural sectors,
 
develop production in agriculture to increase rural incomes and
 
reduce the country's dependence on copper exports". The stated
 
objective of the Second National Development Plan included
 
"improving rural standards of living, creating employment
 
opportunities in rural areas in order to counteract the drift
 
of population to urban areas, increasing the contribution of
 
agriculture to GDP, and developing self-sufficiency in Staple
 
foods to create a self-reliant and progressive rural society.'
 

Growth .n Agriculture
 

Production of major commodities during the first plan period
 
was a major disappointment. However, growth during the second
 
plan period (1971-1976) leading up to the initiation of PL 430
 
Title I was iimpressive measured by marketings (000 'T).
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Agricultural Marketing in T.'ousand MT
 

1965 1971 1976

Maize 
 273 340 750
 
Rice (paddy) 
 - 0.2 2.1
 
Groundnuts 7.5 6.8 0.Z
 
Sugarcane 
 - 331 780
 
Fruits 
 2.4 5.6 6.4
 
Vegetables 13.0 
 24.1 30.0
 
Seed Cotton 
 2.1 1.7 3.9

;heat 
 - 0.0 3.9
 
Sunflower 
 - 0.01 16.1 
Soybeans 
 - 0.0 1.0
 
Beef 
 12.4 13.2 13.9
 
Pork 
 0.7 1.5 3.5 
Poultry (dressed) 1.2 
 6.7 21.5
 
Eggs (million eggs) 23 -7 11
 
Milk (million litres) 
 20 16 12.7
 
Tobacco 
 9.1 6.3 6.5
 

-------6---------

Source: TNDP p. 140
 

During the FNDP, significant growth accrued only for sugarcane,

fruits and vegetables, pork 
 and poultry products (!argel';

import substitutions)., in the second 
plan period, markeced
 
output doubled for maize, sugarcane and cotton. Wheat,

sunflower and soybeans were introduced as new crops and began

Co show substantial production. Li7estock production,

especially pork 
 and poultry, continued an impressive growth

rate. Milk continued the decline of 
the first ocriod.
 

In the SNDP agricultuzal production 
grew at a 5-6% annual rate

with the commercial seccor growing at 9.3% and 
the subsistance
 
sector at 1.1%. The agriculture share of GDP increased 
from

13.7% to 14.2%. However, contrary to intrasectoral objectives

of enhancing the subsistance section, it declined from 11.1% to

8.7% of GDP while the commercial sector grew from 2.6% to 5.5%

of GDP. Traditional farmers did 
make notable progress in some
 
areas. Their share of cotton grew to 90% (while raw cotton
 
outputs increased by 125%) and the area in 
maize in traditional
 
areas increased from 40% to 50% of the total, (data from a TNDP
 
paper of October, 1979, Chapter VIII.)
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The TNDP was delayed because of the precipitous decline in
 
copper prices, rise in oil prices and international economic
 
difficulties. It was duly noted that, while planning had been
 
weak, no implementation and implementation monitoring was a
 
more serious obstacle to achievement -;f objectives. While :e
 
public sector was to continue to "occupy the heights", :he
 
private sector must play a greater role in the transition from
 
"capitalism to socialism". Further, a shift in investment
 
pattern must be made to favor "agriculiure, industr'y and
 
mining". That is more emphasis on the productive sectors ana
 
less on the social sectors (foreward to the TNDP by he
 
President).
 

The 1976-1979 period was one of sluggish growth and serious
 
foreign exxchange and, domestic financial difficulties arising
 
from the disruption in Zambian supply routes (to the sea), the
 
oil crisis,, world recession and collapse of copper prices. in
 
this situation the principal preoccupation of the GRZ at the
 
end of the SNDP, the interim 2 years (1977-1978) and at the
 
time the TNDP was being written (1979) continued to be with
 
balance of payments and internal financial problems. The Ierms
 
of trade had dropped from 94 in 1966 (1969 = 100) to 36 in 1976
 
(TNDP p.8). However, in preparation of the TINDP, the GRZ becan
 
to look beyond the crisis. Beginning in 1974 government
 
expenditure to the productive sectors had begun to d:p
 
precipitously (from 24% in 1979 to 12% in 19.6), while social
 
sector increased from 14 Lo 18%. The period from 1965 to 1975
 
had been one of assumption by governments of an increasing role
 
in the economy. A major part of the industry and commnv-re had
 
been nationalized. in the 1968 reforms the government acquired
 
control of 26 major companies in wholesale, retail, industry
 
and transport followed by acquisition of majori-y compa ny
 
control of mining companies and partial cont-rol over several
 
new industries financial In . .
and institutions. 1Q69 .. er
 
reform gave the government increasing control over mining and
 
ultimately, after 1973, it became complete.
 

In 1972 retail trade was reserved solely for Zambians.
 
Parastatals were rapidly created. In 1975, in another
 
watershed decision all land freeholds were abolished and a.1
 
vacant or underdeveloped land reverted to the 1tate.
 

In 1978 the financial losses achieved such serious proportions
 
that assistance was sought from tha IMF, other multinational
 
and bilateral donors. It was decided as the TNDP was beina
 
written that the economic malaise is far deeper than that
 
attributed to collapse of copper prices and a reorientation of
 
the country's economic strategy and social and economic
 
priorities is called for (TNDP May 1979, pp. 17-19).
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The TNDP document proceeds from this to state the objecti;es of

the TNDP which stress the use of improved planning to actain
 
socialism, including consolidation of governmenc control.
 

While the existing conditions warrant t.je existance of orivate
 
sector and call for economic incentives, -his must be winh a
 
framework of the humanistic society and the main thrust must be
 
strengthening the commanding public sector role (ibid p. 23).
 

At the same time the establishment of agriculture and the rural
 
oopulation and employment as primary targets is Strongly s:aCed.
 
The 1980 annual plan strategy for agriculzure stresses improved
 
planning.
 

In agriculture strengthening:
 

o 	 Extension service especially for small farmers
 

o 	 Medium- and small-scale irrigation to permit year round
 
production
 

o 	 Develop agricultural research on plant and animal
 
diseases. (Under the agricultural sector Chapter
 
multi-disciplinary teams emphasized dealing with cereals,

tillage, soil fertility, oilseeds, legumes, plant

protection, vegetables).
 

o 	 Adequate credit for all farmers
 

Studies leading to opening large scale production in a!­
areas (the latter apparently refers to. stace farms).
 
(1980 Annual Plan, pp. 13-15, 19, 20.) Extension is to 
place more emphasis on small scale producers and the .Lima 
program (a l/4 ha production unit). 

However, parastatals continue to receive a major part of the
 
total agricultural budget, (ibid pp. 17, 21, 22).
 

1981 Annual Plan reported GDP growth in 1980 of 0.9%. Though
improved over earlier year declines this was still far short of
the 4% target. Agriculture and manufacturing were the 
principal growth sectors, (agriculture + 8.5% and manufacturinc 
-4 .6%). 

The BOP was considerably worse because of the worsening trade

balance (a sharp increase in imports with little changed in
 
exports). The total investment in 1980 was K521 million of

which parastatals accounted for K293 million, government K194
 
million and private sector only K34 million, (1981 Annual Plan
 
pp. 3-11).
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Under the sectoral olans of the 1981 general plan, :he 
following are emphasized: 

"(a) 	 Large scale state farms (2 per province with 20,000
 
ha each. Details on each are contained in -he
 
report).
 

"(b) 	 Rural reconstruction centers labelled coooeracives.
 

"(c) 	 Zambia national Service or- duccion uni-S
 
reinvigorated.
 

"(d) 	Producer cooperatives - collective S~pply of inputs 
and marketing of services. 

"(e) 	 Farmers cooperating in production by sharing
 
production services.
 

"(f) 	 Large commercial farming-improved incentives include
 
imput subsidies, eliminate ducies on farm machinery,
 
regular review of producer crop pric:es to insur­
incentives while being conscious of consumner prices
 
(ibid pp. 14-15).
 

Under agriculture sector plans:
 

o 	 Reduce levels of pacastatal subsidies both on
 
production and processing.
 

0 	 More credit especialy for small farmers. T: was 
reported that the ADS had been established and will 
be operational in 1982. 

o 	 Agricultural research: Long-cerm crop breeding :o
 
increase yields (30% increase in research budget;
 
K800,000, K2,000,000 to be used .n conjunction wi-h
 
USAID project).
 

0 	 Extension emphasizing better use of inputs and 
production practice, K6 million budgeted with '2.5 
million of this for training). 

o 	 Improved marketing strategy, using CIDA and I ' B -r 
funds. Following the decision to decentralize 
marketing and introduce provincial marketing unions, 
it was considered necessary to allocate Kl.6 millicn 
to old and new cooperative unions to take over 
responsibility from NALMBoard. This is in addition to 
K3.1 million allocated to the Department of Marketing
 
and Cooperatives for ongoing projects.
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The 	annual plan includes detailed desciptions of the land
 
planned for state farms. An interesting asect i.s :e
 
widespread existance of soil acidity problems and reccgnizei

need 	for liming of these lands to be productive.
 

1982 	Annual Plan
 

The GDP declined by 1.8% in 1981 due largely zo coninued 
economic difficulties in the mining sector. GD? in 19M1 was 
only 94% of the 1977 level; terms of trade (1973 = 100) here 9 
an all time low of 31 as import prices rose by .20% and exort 
prices declined by 2% (1982 Annual Plan p. 11).
 

Inefficiency of the parastatals was recognized and early in
 
1982 the President announced several steps to coe wih this

situation. These included provision of three pubLic sector
 
undertakings: (i) ZamTbia National Tender Board, (ii 7ega"

Service Corporation, and (iii) Zambia National Audit Services.
 
The objective is for these three institutions tc assist
 
oarastatals and become more efficient (ibid pp. 11, 12).
 

M4ajor agriculture approaches include.
 

(a) 	Strengthening extension services
 
(b) 	An increase in area tilled
 
(c) 	Timely supply of inputs
 
(d) 	Appropriate produce price and incentive adjustments

(e) 	Further development of state farms and other
 

production units
 
(f) 	Lima program, etc., to publicize targets and
 

improvement methods.
 

mphasis continues on small farms, with adequate credi: and
 
inputs and adequate incentives for all farmers.
 

The Agriculture Sector
 

Party and Government considers the agricultural sector should 
have too priority as the cornerstone of a strong and !e1 
sustaining economy. Rural priority and food shortages are
 
identified as principal manifestations of underdevelopment in
 
the sector. Major approaches:
 

o 	 Stimulate rural poor to produce their own food pls a
 
surplus
 

0 	 Stimulate and support agricultural exports
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o Maintain fair and economic prices to ZtimuLaCe
 
agricr'itural production
 

o 	 Divert financial resources zo improve ex ensi:n,
 
inputs, marketing, credit and storage faciliies
 

State farms, as a means of achieving humanistic objectives, 
have high priority. Several donors were reported :o be 
nterested in supprot of these programs (e.g., Iraq, 3ulari, 
Japan Yugoslavia, Africa Development Bank, 7taly, ISSR, 
Czechoslavakia and Romania). 

o 	 NAMBoard will hand over some of its marketing and
 
input functions to cooperative unions.
 

o 	 The GRZ will continue to offer early delivery bonus
 
for maize.
 

o 	 Farm credit will be improved.
 

o 	 Oxen tillage by ox training and supply of equipmenr.
 

o 	 Continued expansion of extension and training efforts.
 

o 	 increased budget for research focusing on crops and
 
problems of small farmers. Adaptive Research
 
Planning teams to follow-up on surveys;
 

0 	 Planning and Central Statistical Office to improve 
data. 

o 	 Planning Division will begin analysis for the Fourth
 
Plan.
 

o 	 Planning activities include limina, oilseeds
 
production and processing, market informacion for
 
linofficials marketing matters, cassava, goundnu.s,
 
sweet potatoes, beans, other crops, livestock.
 

o 	 Small allocations ara made foai storage and t.anspor:
 
in provincial cooperation unions (1982 Pan, p.

11-65).
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