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This report is 3 cove inq report zo the :ocment
 
entitled 
"Rural Small Enterpris,.s in 
 ambia: Results of the
 
RDSB Survey", September 1985.
 

The publication of 
the CDSS for FY 1965 in January 983
 
drew attention to the 
Informal Sector 
in-Zambia. 
 "I: view
 
of its importance and its relative neglect by the GRZ and
 
other donors, AIF should he tc CR" sponsor some survey

and analytical researcni tork -D :;- e 
 sect
Iu 
 ector, coth
rural and urban. The Government 
 -.eeds to undersanj better
 
how this sector works and how it 
might be oncouraced to
 
imprc,,e its productivity 
 and increase employment. At a
 
later date, AID should consider how it be
ght able to 
assist in the development of 
the rural informal sector, 
as
 
an activity complementary 
to its efforts in agriculture.'/
 

The informal sector was discussed further in 
two reports
 
produced by the Regional Development Serviceb Office/East
 
and Southern Africa (REDSO,'ESA:, durng the fl-st half of
 
1983.2/, 3/. While 
a continual emphasis by AID on 
the
 
agricultural 
sector was recommended in 
the
 
Evaluation Report
 3/ it was also recommended that 
a
 

(1) Country Development Strategy SLatement 
- FY 1985 - Zambia.
January 1983. AID/Washington. <Page 51)
 
(2) "Major Zambian Development Problems". 
 C.S. Callison, D.


Dijkerman and 
B. Robinson. REDSO/ESA. Nairobi, 
Kenya. April

1983. 

(3) "Evaluation of AID's Assistance Strategy for 
Zambia". R.
Aulakh, C.S. 
Callison, C. Claude and D. Dijkerman., RFDSC/ESA.

Nairobi, Kenya. 
 June 1983.
 



close examin ition of the informal .ecr.r oe carr .d out in 
view of its role .n pro-,' ng I. 3, markets, c,isu . 
goods an,_7 services and off--f_ ment. EmphIasif wa.s 
to be given to the rural and agr: 4Itrurally-relate(-l Frts 
of the urban informa. sector. 
 "Such an examination should
 
provi "e basic information and analysis that c~n be used to
 
design fuLure development interventions to improve the
 
informal sector's oroductivi-v and t--n incomes of those who 

Jep,nd on it"
 

The first stage of the examination was a report" which
 
investigated the role and definition of 
the informal sector
 
in Zambia together with topics for future .research. This
 
was followed by a visit to Michigan State Uni' -rsity to
 
discuss the rural 
informal sector which the Uhiiversity had
 
been researching under a Cooperative Agreenment with USAID. 2/
 

The "in-house" stage was concluded by a report 
on the
 
rural informal 
sector in Zambia and the potential role of
 
AID/Zambia should the Mission decide to proceed in 
a more
 
formal way with the 
topic. 3/ The report identified and
 
evaluated the GRZ policies towards the rural non-farm
 
employment sector; 
 reviewed the institutions involved with
 
rural non-farm employment and identified those institutions
 
that could carry out future field work and surveys.
 
Further the report made recommendations to AID/Zambia
 

1/ "Literature Review and Factors 
to be included in an
 
Informal Sector Survey of Zambia". B.C. Baldwin. 
Report.
for USAID/Zambia under Contract CO--611-30028. July 1983. 

2/ "Worklng Paper -- Visit to %MichganState University to 
discuss Rural Non.-arm Employment". B.C. Baldwin. 
Prepared for USA(D/Zambia undc-r Contract CO-61l-30015. 
January 1984. 

"The Development of Rural Small Enterprises ('T" ?ural 
Informal Sector) t- 7ambia and the Potential Rcle of
AID/Zamba". B.C. Baldwin. Propared for US.' TD/"abi 
under Contract CO-.611-30,15 ';.ork e uest. No., . Apr '9a4.. 

3 



concerning areas of research, policy dialogue and
 

institutional assistance. On basis cC
the this report it 

was decided by AID/Zambia to proceed with research into 

rural small enterprises and closely monitor the GRZ 

policies and institutions affecting the sector. it was 

also recommended in the report to use the terminology 

rural small enterprises - to identify the target 4rouo 

rather than some of the more ill-defined terms previously 

used. (l) 

Subsequently a contract was signed (September .984)
 

between AID/Zambia and the Rural Development Studies Bureau
 

(RDSB). The RDSB would "ccnduct a survey to obtain an
 

accurate assessment of the type and extent of small
 

enterprises in rural Zambia and prepare a report which will
 

provide to the Zambian Government and other organizations
 

interested in rural small enterprises information which is
 

vital to planning development strategies".( 2 ) The Director
 

of the RDSB, Dr. J. Mulimo and an AID consultant, B.
 

Baldwin, visited Michigan State University (M.S.U.) to
 

discuss the proposed survey questionnaire and sampling
 

methodology. An amendment to the Cooperative Agreement
 

between M.S.U. and AID/Washington allowed M.S.U. to provide
 

technical support both before and during the survey it!the
 

form of a M.S.U. staff member attached to the RDSB. On the
 

l/ The term "informal sector has consistently required
 
definition when used as it has different meanings to
 
different people. The term, rural small scale enterprises,
 
is meant to be a "neutral" term embracing all activities in
 
an economy, regardless of officicl.reaistration, type,

legality and location. The only stipulatior is that the 
enterprise employs less than 50 persons. 

2/ AiD/Zambia Contract No. CO-611-4-,-,'011 
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basis of the V13sA-.,to .S.U. a s, Qf Jguidel.es fnr the
 
survey was drawn4un ilich gav_, details of the
 
questionnaire, 
 samp2 Ing methodolcqy, !ersonnel and Jata
analysis. (i)
 

The survey fieldwork comrmenced in May, 1985 ;1d 
was
 
completed in August, 1985. 
 The 'iata was analyzed on 
a
 
mainframe computer -rider The iusu-cCes Co the Central
 
Statistical Office (C.S.o.), Zambia. and the report,
 
entitled 
"Rural Small Enterpr-ses in Zambia: Results of the
 
RDSB Survey" was 
published in September 1985.
 

This present report, as 
stated initially above, is 
a
 
covering report to 
the "results" report. 
 It is useful,
 
though not obligatory, to have the 
"results" report while
 
reading this report. 
 The purpose of this cove.:ing report,

entitled 
"The current state (September 1985) 
of factors
 
affecting the development of 
rural enterprises in Zambia
 
and options for 
future assistance by AID/Zambia", is 
to
 
enable the Mission to 
decide on what courses of action will
 
be appropriate in the future. 
 During 1986, the Mission

aill be formulating a new CDSS in which assistance 
in this 
area may well be included. This covering report first
 
7eviews the policies and institutions involved with, and
 
iffecting, rural small enterprises. In effect,
 

/ "Guidelines for survey of 
Rural Small Enterprises in
 
Zambia, April-August 
1985" Prepared under Contract
 
CO-61.1-30015 
(Work Request No. 
I) for AID/Zambia.
 

January 1985.
 

http:guidel.es


this is an ';--date on ihe *vaiuarjon 
o,- these Doiices arC.
 
Lnstitutions :I-rriej out: 
 mr-hs previously>, 
Monitorinq the 
changes that" have 
occuri-d d.ring tha 
 time 
will give an assessment 
of -he role of 
these inS---Ut ions
 
and policies .as well as the 
over.. (;,RZ 2volv 
 '. t-ne
 
r-ural small enterprise s-ctor. h.: currnt state )f the
 
data base of rural enterprises :s reviewed, in 
 the light of 
RDSB survey, and 
the implications 
for future AID/Zambia
 
assistance are 
identified.
 

Following this 
review and assessment the report 
w.'ill
 
identify and comment 
on future AIDi.,ambia options. 
 These
 
will include further 
investigation, policy *ialogue,
 
project and 
financial interventions. 
A conclusion will
 
make final recommendations.
 

i/ B.C. Baldwin, April 1984 
'op cit'.
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S JIMARY 

Following the FY 
1985 - Zambia CDSS, AID/Zambia has
 
developed a program of 
investigation which 
has studied the
 
policy and institutional environment affecting the development
 
of rural small enterprises in 
Zambia and supported research
 
into the 
 cale, type and extent of such enterprises in Zambia. 
This report i.s intended as 3 covering report to she survey 
results of that research. The objective of 
this covering
 
report is to 
review the current state of the factors affectin
 
the development of 
rural small enterprises in Zambia and 
to
 
provide AID/Zambia with options for future strategies. 
 The
 
factors 
include GRZ policies, institutions and the state of the
 
data base of statistics and 
information. During the last 18
 
months 
(since the previous AID/Zambia assessment) there has
 
been little development of 
the policies and institutional
 
framework affecting the 
sector. While there has 
been no overt
 
discouragement of small enterprises (both urban and rural)
 
there haL 
been little overt encouragement. SIDO, the main
 
institutional initiative of 
the GRZ, has been created in a
 
policy environment which remains unfavorable 
 and there has
 
been no concomitant initiative on 
policy,.
 

The World Bank, in its recent study on Zambian Industrial 
Policy and Performance, identifies several key policy 
recommendations which if 
accepted by the GRZ 
could radically
 
alter the industrial structure of 
"ambia. Su,-i overall -olicy
changes will affect the environment in which rur-rI srmal1 
enterprises operate as with agricultural policy, 
--soecial'y 
pricing policy. While pricing policy has become more 
realistic, low rural development expenditures, poor weather and
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poor marketing have created 
a recession 
in rural aroas with a

corresponding disincentive to rural 
small enterprises. 
 it is
anticipated that the Fourth Naticoial Development Plan, to be
published in February/March 1985. will give AIDiZinia a formal 
statement 
Df GRZ policy towards rural 
small enterprises. These
 
policy problems and potential changes 
are discusse,] 
in Chapter
 
One.
 

Apart from the problem of SIDO being establishedi in an 
unfavorable 
 policy environment SIDO also has 
major funding

problems compounded by poor planning and management.

Consequently SIDO, despite its aspirations, has 
only developet]

limited services and confined these 
to Lusaka and the
 
Copperbelt with only limited involvement in 
rural areas. No

other institution, either public or 
private, has developed to

assist rural small 
enterprises in 
an effect..ve manner 
although

Small Scale Enterprise Promotions Limited has begun to
 
successfully develop larger small enterprises in 
Lusaka and on
 
the Copperbelt. 
The developments in 
institutions relating to
 
rural small. enterprises are discussed in Chapter Two.
 

Chapter Three reviews the 
state 
of the data base concerning

rural small enterprises in 
the light of the AID supported Rural
 
Development Studies Bureau 
(RDSB) study. 
 The results of the
 
survey are 
briefly examined with the 
objective of 
identifying

key points which will enable AID/Zambia plan future
to 

assistance. 
The future studies of the Central Statistics
 
Office are discussed and the final section 
in the Chapter

identifies future data and information requirements for both 
GRZ planners and AID/Zambia.
 

The main opt ions for future assistance by AID/Zambia 
concern 
policy dialogue and research. Although *roject

interventions 
are discussed they 
are not recommended 
as the 
poor policy and institutional 
setting, 
the lack of background
studies and 
lack of previous interventions do not promote the
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ideal conditions for interventions. 
 USAID e::perience in
 
neighboring countries 
(Malawi, Bctwana, Kenya) in rural
 

enterprise supports 
 this recommenat .on. 

The establishment of 
a policy dialogue with the GRZ 
-

recommended as it is already used by AID/Zambia to discuss
 
other issues; the small 
 enterprise sector (rural and urban),
 
can benefit oreatly from 
 changes and init.iatives. Apoli-c dialogue agenda has been ir-awn up wihicn could omnmence 
with the publication of the Fourth National Deveiopmen- Plan in 
February/March 
1985. With the anticipated content of 
the Plan
 
AID/Zambia, might encourage the GRZ 
to launch an internal
 
review if the 
IDA Act, SIDO and VIS. 
 AID/Zambia could support
 
a series of amendments to 
the SID Act and support the policy
 
recommendations of the World Bank 
for 
the overall industrial
 
sector. At the same 
time AID/Zambia could continue to support
 
realistic agricu.tural-'p--- ar prices. 

The research recommendations involve AID/Zambia supporting
 
further statistical research, based on 
the RDSB study, to
 
improve the data used by GRZ planners. This also involves
 
support to the Central Statistics Oftfice 
(C.S.O.). The
 
research recommendations also support further study on 
the
 
characteristics of 
the constraincs affecting the small
 
enterprises and how best 
these problems can bt,
 
alleviated/reduced. 
These options and recommendations, 
discussed in Chapter Four should aliow AID/Zarnbia to develop u 
realistic and appropriate strategy towards the 'ievelopment of 
rural small enterprises in Zambia over 
the next 5 ,ears. 



CHAPTER NE
 

REVIEW OF CURRENT GRZ DOLICIES AFFEC"ING RURAL S..ALL E' RPPTsE 

1.1. 	 Introduction
 

This chapter reviews the GRZ 
policies that.irctly .fect
 
rural small enterorises and what 
charaes have 
occu-rec 'n tnle 
past 
18 	months. However, :.ile sector is also 	affected
 
indirectly by policies that 
-re 
ained at the cuunry as 
a
 
whole. The 
state of 
the 	formal industrial (publi and rivato 
and 	agricultural sectors will strongly influence the 
rural
 
small enterprise sector. 
 Therefore this introduction will
 
briefly review 
the 	current 
industrial and agricultural
 
policies. 
 The 	private industrial policies 
that 	directly affect
 
rural small enterprise will be reviewed 
separately in 
a later
 
section as 
will the basic outline of 
the 	future Fourth National
 
Development Plan.
 

1.1.1. 
 Industrial Development Policy
 

Industrial strategy in 
Zambia has, 
since independence, bef-en
 
towards 
import substituting industrialization. 
This has
 
produced a relatively large manufacturing sector 
(18% 	G.D.P., 
only Zimbabwe and 
Ivory Coast 
are 	larger in Africa"; a base of
 
technological competence; and 
a relatively diverse
 
manufacturing 
sector (especially with the chemical and metal
 
products manufacturing). 
 Yet 	the manufacturing se-ct.or 
still
 
has 	the 
following, negative, characteristics:
 

A doniinance- of 
tha, su b:,.ctO-.- an !actur ingr 
 onsu, - gouL~S, 
in 	particular food, 
bev 	-r3ges, and tobacco which 
accourn
 
:or 	46% of total manufacturing output (1.983 - currt-nt
 

prices).
 

http:se-ct.or


-- 

A dominance of the subsectors manufacnLr'L- "or-s:se gcods, 
in particular food, b,-:verages, and tooaccc which a cou-.
 
for 46% of total manufacturing ouzput 	(1. cr,8,3 

prices ).
 

Consequently, 
limited impcrtance of 
basic industries
 
producing intermediate inputs for 
other industres. 
Metal,
 
textile and chemical products 
account 
Cor 254, !4% nd '19 
of total manufact-ured output respectively ('. cUr..2z.
 
prices).
 

Relatively high capital-intensity of production;
 

The neglect of 
locally available resources 
for production.
 

In a recent reportl/ the World Bank has 
identified 
three
 
major areas where industrial policy has intervened since
 
independence:
 

i) 	 by limiting the degree of 
competition, ,-th Lnt'-rnal
 
and, particularly, 'external, to which the industrial
 
sector 	has been 
exposed through 
a trade strategy
 
which has emphasized import substitution supported
 
by high levels of effective protection'
 

ii) 	 by reducing the role of market mechanisms (and
 
relying on administrative mechanisms) 
in guiding the
 
allocation of 
economic resources 
in industry;
 

iii) 	 by expanding the 
role of public investment in
 
establishing both 
the level (large scale) and 
composition (public sector) -)f industiial 
development. 

I/ World Bank 
 Zambian Industrial Po]icy and Performanciii" 
Washington August 1984.
 



The lffacts of these pol 'cv "nterventions have affecte
 
rural small enterprises, 
as ueta- !d in .revious s:s, and
continue to co so . arle rWorld Ban , re o t - / notesan dn 

"the obstacles to tne deveopment of smalla-sole :.;rfc'uri.g


industries in 2ambia are formidable. n generl, e,<:stina
 
policies discriminate 
 against indiaenous small enterps
 
relation to large ubi , ent: : r s s and to ]oini yenr r r
 

pro2ects "
 

The recent (1984) World Bank report
2/, however, has
 
developed a strategy 
for industrial development with the 
principal objective of "reducing reliance on 
import

substitution, administrative control, and public 
industrial
 
investment". 
 Specifically the main objectives in 
the short
 

term are:
 

(a) To strengthen the existing 
industrial structure by

increasingcapacity utilization, by making firms 
more
 
competitive at international prices through
 
restructuring investments, by phasing out those that
 
cannot operate economically, and by enhancing
 
managerial skills and productivity.
 

(b) To initiate reform of the incentive structure by
 
replacing quantitative restrictions with 
tariffs and by
 
selective changes in 
the tariff structure.
 

(c) To promote industrial exports by prov.,_;ng incentives 
desiqned to offset the entores bias in the protelctie
 
structure against exports.
 

(d) To limit new projects in the public sec,-r 
ind -c 
exercise strict economic cr tferia their
in slecticn
 

1/ World Bank. "Agr.cculrurnl nd lr uml Sector .:rw yVol.II, Annex 
10. Washingron. Octonht.r "o')7.

21 World Bank 
"Zambi a Indu'sr'a I Po -c, andC PC-rf. mnc
 

Washington, Aunust, 
 )H;
 



-- 

-- 

The policy reommendations in 
supporr 
o- these objectives
 
includes:
 

i. Improvement of 
forei-nn exchange aloca:or,
sstem
 

improving foreign exchange budgetil)g;
 
elimina ting curr,nt 
licenses not backed by forcin *'Tqe; 
shortening te 

thu r o vernang o ,r 

aury of mport l' ense; 
-- separating a, ocaTions for capital goods fron, 

those for intermediates; 
and
 
introducing greater flexibility ana
 
responsiveness to 
users' needs in 
the allocation
 
procedure.
 

11. 
 Tariff Reform (Short Term)
 
establishing a "minimum tariff" concept by
 
eliminating the zero-duty categories 
for- capital 
goods and Lntermucliate g3oods imp(;rt-s; 

-- shifting the tariff basis from FOB to 'IF; and 
-- unifying domestic and import sales 
tax rates.
 

iii. Tariff Reform 
(Long Term)
 
-- formation of 
a Tariff Commisslor (to 
ov-rsec 
a 

compreiensive program of tariff 
reform); 
-- import surcharges; 

-- auction of import licenses.
 

iv. 
 Export Promotion 

improved export retention schemes; 
-- an export revolving fund 
for purchnase of importedi
 

intermediates;
 

a workable duty drawback 
system;
 
-- a possible subsidy 
to value added;
 



-- 

-- 

export cree!,t guarantee schemes;
 
marketing assistance.
 

v. 
 Project Appraisal Unit 
-- to analyze new projects an_4 existing performance
 

in the public/parastatai holding companies.
 

vi. Review of 
Industrial Development Act.
 

(The final recommendation, intended 
to improve the balance
 
between the public and private investments in industry, has
 
specific consequences for rural small 
enterprises and will 
be
 
discussed in a 
later section.
 

Taken 
together, these policy recommendations represent the
 
first major attempt to alter industrial strategy in 
Zambia
 
since Independence. 
 It requires both political priority and
 
broad-based support if the 
industrial sector s to be reformed
 
to 
fulfill its role in sustained economic growth. 
 An improved
 
export retention scheme is already working and 
a revised
 
Industrial Development Act is 
currently before the Cabinet.
 

1.1.2. Agricultural Policy
 

Agricultural policy, and 
specifically agricultural pricing
 
policy, will affect rural. small ent,.rprises. Research carried
 
out 
by Michigan State University in Sierra Leone supports the
 
contention that the scale of 
disposable rural incomes will
 
affect the scale of the 
rural informal sector. "The rura]

income elasticity of <lemand for mcst sma ! indus-rv p: rrcts S 
strongly posit:ve; this result thus 

C. t 

indicates thar tie demand 
for these products should be expecteci to Increase sr-ronaly s 



rural incomes increase'. J/ 
SU seQue , ime-s: i-s ar.ta]v.Rs
 
established 
that a 10% inc'rease in agricultural incomes
 
generated a 
16?. increase in 
demand for small-scale industry
 
pruducts in 
rural towns.-,
 

Over the last 
2/3 years in Zambia the Government of Za:..b,::
 
has taken positive steps 
to 
improve the income earni.ng
 
potential of rural 
agriculture. ?roducer prices ha,.- U-:an
 
increased and 
the 'traditional' crops 
(cassava, sorghum
 
millet) have 
been given official 
 nrnduce- The U;2ArD
mrices. 

Zambia Multi-Channel Agricult-,ral %larketina (/AMvCI',, 
 Procrnir
 
will provide further incentive or he GR: to 
proirote reatisri.
pricing and marketing policies. Hot/ever, two further fact-ors
 
have affected 
the level of rural incomes in Zambia. The poor

rainfall that affected agricultural production in the 
82/Fn. and
 
83/84 seasons 
has been compounded in 
the 83/84 and 84/85
 
seasons by 
the marketing organizations' (the Cooperative Unions
 
and Namboard) 
failure to promptly pay farmers for produce.

During both 
the last two seasons, 
the Eastern CoopeLative Union
 
(ECU) has issued cheques to farmers which have Younced he r
 
presented 
to the local banks by farmers. 
 This has produced,.m-11
immediate drop in farmers' confidence whose reac-'on therefo
 
is to only plant crops 
 fcr 5;rs s-cnc: requi-emen and-:. 
the market. The GRZ must ensure that Namhcar,.] has suff[cl=nt

funds both to buy crops dcir-:t inld to Iisburse to :2uoperat . 
Unions. 

1/ Liedholm, C. & Chut-,, 17. "',e F-:co;onics of Pu.r-,' and Ur j-,irSmall Scale Industries in Sierra -Leone". Afrcmn Rural
Economy Paper No.14, 
1976.
 

2/ Liedholm, C*, Chuta 
E., Robrt,, 0., & Tommy, j.
"Employment Growth and (hanqe in ',>rra Leone £mall ScaleIndustry 1974-1980" Wor kincj Paper 37. Michigan Stat
University. August 1.981.
 

http:earni.ng
http:ar.ta]v.Rs


Although the RDSB did ot investrate leve!s ." i L
 
income 
 in their survcv th_,:rc was ev (lCno t, s, ,qe) r '., th&' 
rural areas a in :ecession. The §orthcomina ;Arr Il%
 
F-irvey on household incomes 
 and ud( ets bero con( uc y thc 
-zantral Statistical Office (C.S.O.) should provide tIe Ls c
 
information to 
determine the situation 
as well as the -x×ent cf
 
the recession.
 

q 

..2 The Small 
Industries Development Act 
(S.I.D.)
 

The S.I.D. Act, which established 
the Small. i:.dustries
 
Development Act 
(S.I.D.O ) and the 
Industrial Developmenit Act
 
(I.D.A.) are 
the two GRZ policy initiatives which d.irectly.

affect the rural small 
enterprise sector. 
 Over the pas- 1
 
months the operations of 
SIDO have been adversely affected by

the registration requirements of 
the S.I.D. Act. 
 Small scale
 
enterprises cannot register with SIDO unless they have 
a Trades
 
Licence and less 
than 30 prospective enterprises have 
Culfilled
 
this criteria.,/ Non-registered entL-rprises 
cannot receive any
SIDO services or assistance and woul be ineligihe for
 
assistance from future SIDO operaticns, e.g., 
a credit Cunc.
 

1/ To receive a trades license an 
enterprise must meet a
series of conditions qoverning the 
structure of a tradinc
-!nterprise, e.g., 
a manufac-urinq 
license from the Yr'
i.ry
of Commerce and 
Industry; 
 health regulations; water
supply regulations; and 
to comply with the Town and
Country Planning Act which enacts 
the land use zonino laws
which, 
for example, prohibits small scale manuf:icturinq
activity in residential 
areas 
and the sale of (joods from
 
homes.
 



The Board of SI ; 
presented to the Iinisr.er of Cemnerce ind Il . 1 "" 
amend the SID Act 
to dielet , t:.u r'.an:i.renaenr ,. "inpi .

with the pr.ovision of 
the Trades LJ-,inq AT-. C'Iin 
agreement, the Minister would tL,,n petition 
 .1 istr.: 

Legal Affairs). Instead, 
as .he case "'I.lage
enterprises" under the 
.t 


SID Act, 
 :-rma. '. * nnto-'i e 
'egistered by SIDO would he L:QwIpt frm. 17, Such
 
an amendment would 
 be an impirtJnt . '0 ,-id,-IUr~'r; c; 's,,
 
its credibility with both onterprise, an
 

A further ampendment that could also br. co.r,: 
 ed ,..t

all enterprises who register with SIDO wou. 
1. , F onr. all
 
other Acts,' e. .
 r the Market Act 2nd 
the vari us "zr.int" 
laws. 
 Currently, many small enterprises 
,ace th., posiLbil-,,i:


,of prosecution under various 
laws, which, with the exce-)tion of

healthrlaws, &'re 
of littlei,,ractical use. 
 The La,. Dev e I',0..

Commission are 
still studying the laws affectir- si- .].

enterprises but have yet to present their recomme:;d,ttJ 
ns
 

"' the Ministry of Legal 
Affairs. 
 The Commissiol., 
 ., 
and poorly equipped, has yet 
to successfully pnLc, r'.....r
 
legal amendment.
 

Apart from the registration requirement 
SIDC :ii. " .. .,e

'to interpret the SID Act flexibly an 
 function ,r-ur'liic'.l
 

*(e. g., no major problems have Fedc
occuIr concrrI-,u "0., :'ton (.f

*enterprises). 

'A 
 iowNe,,e-, the ActSID st-ill ofters. z' rea
incentives to prospec4
-ve enternrises apart %ton 
arc_ .
 
,
technical assistance. 
 The financial ;.ncertives L'e
, va-" ,'

to registered enterprises from the 
Inclisti'I,) e, I 
"'but as 

'C 

has been stated in 
 arI 1r reorts sc r Cwithout exception,, of no beS~it- tn, ra.1 
 s ai pr .. .
 
Indeed, 
there ane few e~nrF.,rprises of ,n , or
 
have benefited rom the Ir:V.
 

http:Iinisr.er


In September !984, 
a o.'nsho0 ., held ner ,e aus)iceE
of the insti u-j for African Stucies of the Uni',-rsity oi 
3imbia on 
"Legal Constraints for Small Scak cnterprises
arabia". Its r.on1m-nnat-icns conl:inhe(] :.Or(Droosais

amendments of the SID Act covering de:-rnit-cn, rgis'ratic
 
criteria, licensina procedure 
 and incentives, insteai of rhe
 
current (constraining registration procedure, it 
was p)roposed
that an enterprise coul be rLE-e with SIDG . rr-' 
SIDO as a small scale - ITo 2 a7proVed as cT,

scale enterprise, the .enterprise snould 
 have -he oten tc 
fulfill development priorities as de-f:ned 
by the GRZ; use
 
loch: raw materials and 
labour intensive orocesses. 
 Proposed
 
incentives include preferential treatment 
for GRZ and
 
)arastatal purchasing as 
well as the granting of import
 
licenses; rebate 
on excise and customs duty; and tax
 
concessions. 
 Following the Workshop, specific amendments to
 
the SID Act were urafted and sent 
to the Minister for Commerce,
 
Industry and Foreign Trade for consideration.l/ 
No further
 
developments have occurred.
 

1.3. 
 The Industrial Development Act (I.D.A.)
 

The weakness of the 
IDA has 
already been discussed in
 
earlier AID reports and World Bank studies. 
 The IDA is "highly

regulatory in 
tone and arbitrary in nature; 
 in this sense it
 
may discourage rather than encourage investors 
in industry". 2./

Its existence signifies both 
that the GRZ acknowledges the 
existence of mixedthe economy in amhjia and the necessity .to 
control it. Revisio- of IDA, Worldthe Ainder Bank technirc-al 
assistance have been 
underway since November 1984. 
 After
 
discussion and redrafting 
a final version is currently before
 
Cabinet for approval. 
 In its broadest sense 
it 's intended t.
 

1/ A copy of these amendments is aivCn in Appendix I. 

2/ World Bank 1984 'op cit'
 



be as unregulatory atnd nc-discretionary as posshie, in its 
narrowest sense it may specifically define a private sector 
subject to only the most_ Lasic ,ov rnmen .invelemenr. ?he 
radically new definitions are believed to be the reason for the 
continual re-drafting that has been required over !:he past nine 

months. 

In f~nal version it 's unlikely that there will be specific 
clauses pertainina to rural small enterprises. There will only 
be details of tax incentives for rural location of industries.
 
In this respect a revised 
IDA will have few incentives for SIDO
 
registered enterprises and subsequently SItDO will still have
 
little to cffer apart from its 
own in-house services. However,
 
a revised IDA, together with some of the policy reforms
 
recommended by the World Bank would create 
an industrial
 
environment which would benefit the 
rural small enterprise
 
sector through backward and forward linkages, i.e. raw material
 
supply; sub-contracting; markets.
 

1.4. The Credit Guarantee Scheme
 

An amendment to the Bank of Zambia Act to 
allow the Central
 
Bank to operate a credit guarantee scheme (C.G.S.) is currently
 
before Parliament 
though 4t has riot yet (9/1/95; been 
proposed. When passed by Parliament the Bank of Zambia wi] be 
able to launch the scheme. As reported in the Drevious studyl 
there were several drawbacks in the design of the scheme ar it 
appeared to be a commercially unat tractive proposition for
 
local banks. Suggestions for changes in collatera] ,:onditions
 
and other propositions (to increase the percentage of
 
guaranteed loan loss to 8u%, including principa] :nre:st 
arrears (up to three months) and a]i legal costs) were 
:-..a,]e in 

the report.
 

// B. aldwi.. Aprl-i 1984 'op citt 



Over the Dast e i - :ho,, h.r itit ' _ars 

been few changes in the original -,aiin o . h,, sch*ee 
 -cn: 
more ccnsUlt3-ticns wh -c(rer, 	 h-anksL have cec jrv:i.
 
Therefore once tie schem,,I . I _ Iauns oe: o'C ,
 
how many lendinc organizatir ns use t1e aci ,. Althcuh -h( 
role of credit as a constraint Ln rural (ani urbar) sna:.
 
enterprise has 
 not been ful lv examine-i -'err" are 'CI'h
 
expectations i:i small enterpr>tse s:utcns thsuch a
 
scheme 	 will be a anacea f,<r stia l en se prohLems.
 

1.5. Fourth National Devr1.lopmenr Plan
 

The Fourth National Development Plan (FNDP) will 
adopt the
 
year 1984 as the base year 
and will cover the 5-year period
 
1986-90. A first draft will be 
submitted to Central
 
Committee/Cabinet-before the end of 
December, 198".
 
Publication will be 
February/March i19'6. 
 Guidelines for
 
formulation were published earlier in 
1985.1//
 

The primary objective of the FNDP is 
to achieve a viable
 
and sustainable balance of 
payments equilibrium. This will be
 
achieved through:l/
 

i) 	 restructuring agriculture and acro-based industries;
 

ii) 	 internal integration of the domestic economy through 
a systemati c dev' !oni ant (-C inter-sectoralink,ge-] 

and 

iii) 
 intensified development ofC the three directly 
orcductive sec aqriculture, mininq in] 
manufacturin. 

1/ "Guidelines" for Formil ar1 on of th, Fnurtih Nr,a

Development Finn" 
 OffIc 	 o -h ?r,'; (Ient. Nt ron;Commission for Deveonient Fl,.-nning. Lusaka. ;,rch 	 L .95. 
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According to the "Guidelines" the role of rural small 
enterprises is identified 
in the elaboration of strategy. 7n
 

the agricultura1 sector, where the prior, ty is incrr.ased
 
production, 
 resources W111] be charneLer! to Speci fic iL 1-.m5, 

including the: 

Establishment of industrial estates where 
feasible, provi(Jing accommodation a:nd .,,cr 
service fsc to scalelities smal-I 
industrial servicinq agriculturaL machinery 
and processing local materials 
into
 
finished goods 
for local consumption and
 

surplus for exports."I!
 

The sectoral strategy for agriculture does not identify the
 
role of agriculture in rural development, or .n the context
 
of income and employment generation for 
farm families.
 

In the manufacturing sector the role of small 
scale and
 
village enterprises is to complement the large scale
 
manufacturing sector 
in providing "intra-sectcral
 
integration". This to
is correct the past over-emphasis on
 
large scale industrial plants and will be achieved "through
 
setting up medium, small scale and 
village industries in all
 
parts of the country based on 
locally available raw
 
materials. Thus 
the small scale industries should play a
 
crucial role in 
diversifying the manufacturing sector" 
 / 
The effect of this emphasis on 
small ;cale and village
 
industries should develop the distribution of such
 
enterprises "throughout the country and particularly in 
rural areas should enable a' . -tion of a larje part of the 
presently unemployed labour force into gainful employment 
and also make fo-r wider snrea] (1 .ncomes and thusm, 
contribute to t-he bui Ici n u of i.n :nalitat in scu:2:y 

1/ "Guidelines ......" oo.cit. 



"lie z l De e o me~ ,-,stc-, Ssa] f(: I~ tr 1,-_S
 
Development 
 Act and the Small mnduszies Deveiopment
 
Organization (SDO) set 
 upt- und(irt _ . ,t -,- andt--- la tev, , Vi1]aae 
industries Ser%-ices VLS shoulj as polic,
instruments for recrga D-,za rion dO;i-s ticof thle .ar.ufactu r -,c 
sector". I
 

It is imnortant to note that, with the .xuep~ion of the
Industrial Development Act, these "policy str,.v ts" 3 re

in tact institutional 
 "structures" whose e--ectiveness s.i
function of the management, finances and oraanizaron'- of the 
institution.
 

The "Guidelines" also indicate that the p-ivate 
sector
 
will he allowed to play 
a "complementary" rcle 
in the
 
development of 
the domestic economy. Small scale
 
enterprises should be given all "assistance to grow and make
 
their full contribution to 
the achievement of 
the Fourth
 
National Development Plan targets". 1/
 

1.. 6. Conclusion
 

Over the past eighteen months there has been only limited
 
changes 
in the actual policy environment affecting rural 
small
 
enterprises. Conversely, there are several changes beino

proposed for 
the future but 
their effort- and extent in pbracftice
 
can, at this stage, only be 
estimated.
 

The agricultur.-ilector is .n y secor to hae had
 
policy changes that effect rura. small enterprises.
Agricultural pricinq policy has been rndif-i? but pc:, weathr, 

1/ "Guidelines ......." op.cit.
 



poor ma rketing procndur,.-s -ir(d jen,a]v low rural e I-C.'olpm -.,rexpenditures Ilave 
prevented r.ural incomes i.Icreasina an, :er se, the development oC ,.ra] small er!.-rpr.ses. t the same
time as aQrIc:Itiral nrces re ma.:. , at rr'a Ustic 
unsubsidized 
levels, there must be '2untnuLnr GRZ expenditure
for rural infrastruczuie, and services and the necessary
financial 
measures 
to 
ensure prompt and regular oayment to 
farmers for produce. 

As has been noted, the "GuiCdeilne' 
 for the forthcorino
 
FNDP indicated that agricultural producTon is 
the primary

objective for the agricultural sector. 
 While rised farm
 
incomes will stimulate the small enterprise sector there 
is
 
also a requirement for continued, and 
improved, rural
 
infrastructure expenditures.
 

The remaining policy changes are 
all. future events and
 
their 
input can only be estimated 
now.
 

The policy recommendations promoted by 
the World Bank,
will, if accepted by the haveGPZ a major eff 2ct on the
 
industrial 
sector as 
a whole which will 
Lj. ira Ism.itted 
 t.) ":he

small enterprise sector, both urban and 
rv1*ai. 'fso 
recommendations 
are currently with 
the GR, is .and it -ssure.
 
that no 
further initiatives will 
be mae by the Bank until tt.
GR2 has responded. 
 However, 
one of tihe rc'ommendaticns, tuiere-draftinq of 
the Indusr-a] DeveloFpnent Act, has alrrad 
carried out and 
is now before C-,.nzt for discussion. T s
likely that the revised IDA will corra.in some comments on small
enterprise policy but 
there are like.y to be of 
a r:e-e: a
 
nature only. 
 The only specii c,. concr-Ia ii C t,1
incent.ives tor re ional -'iterprise esta shent.i Thu, ,',oWr

Bank recommendations 
 Li, the f r , LUco e -.efr. St.L-,:T( daic,

chanaes in the Indust:,r Il !-r IC 1/ !,v"\ I ronmCch,I o1 I. -..
 
rural small sos n ,'- rOc ;.\' 

http:corra.in


The amendmerns 
ro _h, S Act ccuI:, h.,,t.v , aU>(.'- s.7enterprises direct ,, Tha.e are two init:ari-.'s current 
-_ 

, one 
from the Board cf SIDO anlone 
from UNZA 
 he D

ini!-iatlve, currently ha .,, e hy the (.o,-.rKof STDO,
consists of a proposal to amend the f-israt: on requirr-.t
for a small enterpjrisP. If the Board approves thri aendpent
 
proposal will sent
be to t_.he .- lniSter of Commerc-e, Cndustry 
 andForeign Trade fcr 
considertion 
 vj n- : 
received the ULNZA pro-osal which inc'u-]es not on'> aregistraticn amendment but definiton, incent.:ve, and the
formation of a licensing co!nmitn(e arve.dments The propsal
amendments are already legally drafted (Acper, i.:: T) and te
registration amendment does not 
differ from -he SIDO propcsal.
The UNZA proposal has potentially more impact on 
the SID Act
and 
SIDO than the SIDO proposal. However, the 
issue is raised
 
as 
to whether these amendments 
can be seen as 
policy changes or
only as 
changes in the institutional structure of SIDO.

Clarification of this 
issue comes 
from the "Guidelines" 
:o the
FNDP, where both SIDO and Village Industries Services 
(VIS) are
regarded as 
"policy instruments" for 
reorganization of 
the
domestic manufacturing sector. 
 SIDO and VIS therefore 
are
regarded as 
virtually small 
enterprise policy in themselves.

In support of this is a recent comment by the Finance Mini:ster 
concerning the establishment of the credit guarantee scheme

which 
"was part of te gcve2.nment's proaramme to encour.?ce
 
people to take up self-employment in viewV of the prevaillna
economic recossion. 
 An cricouraainq start to make people go 

Initiatives through rhe Law
been largely 

DeFo ,m.nmnt 2Commissica, [i,,'ineffectual and 
to study 

th- ste ',L:. Q committee formedthe constraints a:f-ectinc he smaI .nterprisesector has 
never met.
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into self-emoloyment ha(:lre_ ci beer mrle wi7-h ", formation 
of Small Zndust: -,'s Developnnent rarisa n {SiDO) , Vi] ag ,_
indust-rv Ser',,cr, [,$ an7i t-h. Sma!I]-Sea E nternr _ , -sc t i oC
(SEP) which falls under the Develc inn.,t Bank cf Zambia (Dp ,.),,I/ 

it would appear from this and the "Guidelines" to the FNDP 
that, when the full Plan is pukl sheK, In Fe!rua,-y/['.ar-n 986,
the "government's prooramme" For emp] Dyment anci the
 
intra-sectoral integration of manufacturinc; 
 will be SIO ann
 
VIS. The next chapter points 
 out the weaknesses cf SIDO ann
 
VIS which puts into 
doubt the anticipated position of SIDO/VIS
in GRZ policy (and, per 
se, the policy). 
 A close inspection of
 
the FNDP will be required when it 
is published to ascertain
 
what the policy is and what the position ot SIDO/VIS is. 
 As an
 
advance check-list, the following 
are issues of small
 
enterprise policy which should be 
clarified, as 
indicated in an
 
earlier report.
 2/ The issues3/ are:
 

a) What retailing framework is in accordance with 
Government policy and appropriate for small 
sector
 
village enterprises? 
e.g. wholesale, private stall, 
or
 
Government 
store.
 

b) What enterprise structure best reflects the 
 policy of 
the Government and is also appropriate for smalj sc.c. 
and village enterprises? 
 e.q., coorerative, comp;ailv, 
partnersh, p ,nd.or vi dua] c:wnership. 

1/ "Informal Sector May Get Loans". Zambia Da- .y .'ai]. 
September 10, 
1985.
 

2/ B. Baldwin. April 2984. 'op r-l ' 

3/ Turner K. "The Legal Framework Within Which tie rnfc.,-:Sector of the Economy Opora.,2s". Institute (4 -Af:caStudies. University n- Z,',af . usaka 191H". 
i. 
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c) What should be the appropriate criteria for the 
licensing and registration of enterprises that fujfil.ls

Government policy towardsl small enterpri-ss (.-:rquabv 
this is employment, and income generation a, 
encourages participation from a sector that
 
traditionally distrusts authority andsees t 
mnimiz 
official contact. 
 Furthermore, what shou'd be ' 
level at which registration is 
required; compatibi.,
 
with Government and small ente:rprise charecteristics.
 

d) 
What should be the role of District Councils in

-promoting 
small scale and village enterprises that
 
fulfill Government policy and also enab]es tlie 
Councils
 
to carry out their functions under the Local
 
Administration Act.
 

h.
 

,K
 
44'
 

K
 

;}444' 4.
44 

http:fujfil.ls
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:::iii. :. " INSTITUTiONAT,." CHAN1GES AND D)EVLLL)P'kENT". RFL ,, L( 


.K';, 

'*i
 

••. ntroductiOn
 

i , :' : :Th ischapter:, reviews 
 the changes, and developmeznt s thar-ae .
{;2-ioccurred in institutions that. are n o ed di ct 
 v w th rIa
 
< ,small enterprises over4- of tL-1e( rast. .eighteen months. - ''these organizations have been gi 

The r et ls /'
in an
 

i~i~iThere is still only one main institution ':-,mall"...
i...

-:!<.enterprises <and 
that is ti,:2 Sm lndustries Dev-"- " -
elop ef't
 

oO0rganioccu r zationT Smal I.n2.2. inComstitutons(SIDO):, su p r ethative by h ogopnt Iinttutive t 
 ore n t 
R th e 14smallr y
 

Tis cheapterd rebewthe chage1'evelpnststg(eg.;V.I.S.). and li andayited toanhay
ino scope of activities and , 
 -
.
 furthermore are all connected to Government.T
private-organizations, such
slenterprises overnthe aspast eighteen months. the1exist, in .FYenya, to assist sm'a1ll
~ti~ ' 

ither-eeistlell
t8lenerpr lses".d . ne" ..i ..C;institution 
 nvcbem hve cotinued~l
 
i:f.' eocntrien
':<' 2.•2. th rais thion Sm eall sies
i hveomei
The Small Industries DevelopmentOrganization (SIDO) 
 ::
dicse 
 supotdaythlier.o~hte 


iisr
 
SIDO, 
 -14 1-) 1981.anSIDO,
s -t r 1.of Commerce r e tA
:'. .major c andSIndustr( l o iter. emains the' only9 isiinslae small
.GRZ institutional initiative in theidevelopment of small 
 - "
 enterprises. 
.During the past ~eighteen months, the"
:i.inter-related legal, 
institutional and polshe
The targetsaare cotne 

i::il:/to. cons'train . 
the- organiza tion:..The 
 Iegal :isse h"ve 
bc:" 
 '
 
-"<... di.scussed 
earlier.
 '. . . -" " 
 ....:•.. ., < :
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i) to establish 500 ca Iosinsi 1 idustries hy the cnd 
of the plan periud; 

ii) to create new employment urpportnit,: for 3,40; 
persons;
 

iii) to increase the conti iitio.,P or srria IJt>: scale 
sector tc the narional GDP from K% fl]l,0219{5 in 
to K.30 million in :989, whicIi 21ulC cOr1t -ute 
about 37.5% -he totalof ind11s riaI contri utiCn to 
the GDP; 

iv) to set up 17 industrial estates by the end of the 
plan period. 
 These estates are expected tc
 
accommodate about 170 
small industr.ial units;
 

v) to provide common faci lity services in each 

industrial estate;
 

vi) 
 to supply plant and machinery to small industries on
 
hire purchase basis up to 
the value of K2,! million
 

during the plan period;
 

vii) to procure and supply raw 
materialis to small ,,a.e
 
units of the value of F48 
million during tie 
pl-n
 

period; and
 

viii) to undertake an area survev' of the whole country ;V 
.986. The survey is meant to assess pctentia~i-ies
 
for the grcwth of various industries in th
different parts of 
the country.
 



Despite the budgetary Cnstraints that have seve'el
constrained SIDC since its establirilre the Five 'e-:r 2i.2 
uuts 1],, 1< Hiorwarlna;,- a 1 Ja -. .ihiev, o . thesC, 
targets. 
 It is estima that K 11.2 m 1lion will be r -j 
over the plan period as investment capital 
(94% "to be raises

from financial institutions and othlers"). Furthermore, K9

million is reQuir'<- by ST)0 for i wo 
 cov -
its headcuarters c'rra-ions reaaona o:fi"e r ns, ranstor-
and r current costs. 
 The ''485 STD(, r-qu--ement -s 9
 
million whereas actual 
allocation. 
 has been KI.0 ruili1on
(K45,000 as "capital expenditure" and IKI miii on as "arants anci 
other payments"). This represents a 13 reduction from the 
K1.2 million allocated to SIDO in its 
first ooerational year 
1983)
 

The shortfall in allocation of 
funds has cbvious
 
consequences for the operational program yet 
to date no

contingency plan beenhas prepared. One theof main componerts
of the operational program is the estahlishment ot ;7
industrial estates 
throughout 
the country to serve as conters 
for the development of 
small enterprises. 
 There are no

guidelines 
on now 
these estates will be 
established, operated,
 
or how enterprises will pay rent. 
 The budgeted fixed 
costs of

these estates is 
K71 million over 
the five-year plan Period 
for

the creation of an (estimated) 3,400 jobs (i.e. K26,.890 per 
job).
 

The 
funding shortfall has also affected manpower piann
as the total staff in 1984 (69) was e:pected to expand] to 12.5 
in 1985 and 221 by :981 Furter, the trainingiprocucti, 
centers (six) will not be built with no subsequent -s*i[s
training for the anticipated entrper,:ur 
 (60 in l9H5, f; 
rising to in110 198'/90). 

"Estimates"/ of Rev,-2nue an(i F7 .. - t iranC"..,, I t. 
December 3' , (; 1L.5"... 
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Finally, 
the Plan identifies policy areas 
 c t._Z toconsider taking action On. These include: :r
 

to reserve production of, certain i.tems to rur2a 
areas 
and/or small enterprises;
 

,ii 
 improve rural production incentives, e.g.,

preferences 
in GRZ Durchases/contracts; 
 subsiy i.n
 
transport costs; 
 subsidy in workshop construct:rn;
 
exemption from certain 
taxes and concessonaJ 
interest rates; 

ii) Amending the registration requirements of thC D 
Act, 

iv) Establishing the Credit Guarantee Scheme.
 

Some further generalized comments
' ~section of h on Policy ccnclude thj s
.. • : . 
section of the SIDO Five Year Plan, 

" : 
However, , . ,disappointing to 
note that. there is 
no elaboration on 
the
Policies listed aboe and in their present state they nmainr,vague, ;i.e., how is production "reserved" and*how are "certainitems" identified. 
 More disconcerting, in the present 
ambian
economic context, is 
the recommendation that subsidies


(transport c'osts, 
workshop construct ion.ar iinterest rates) be

used as incentives for rural production.
 

The United Nations Industri 
I Dn,(UNIDO)has
had two projects associated with SiDO and has
 
'recently 
evaluated 
these projects With 
specific h norr: •-C) 

SIDO (as opposed to the UNIDO prot!. , ):1the U'Nj(iD s.qicomments that ,"It seems that ait . resenit
-~ time SICO rioU~r
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not try to expand' furt-er,fi i < 1.ut~rathier consli:iate .. .fr .. .. . . . u .. .... ...... .. . .
 

act~ft-isco cenc~te 
on u'pgrdiinq the
staff. SIDO 

ad 
should- concentrate on 

capah ilit~ ' of ts 
providing techrLical 
 rvices
 

to clients, supervise the implementation of prO.ects and t 

establish confidence in 

to
 

,-


the capabilities of the organization.

Specific attention should be given 
to the actual needs 
o. ;:ie

entrepreneurs and the most cost-effective ways to 
satisfy
 
them. "l/
 

The World Bank, in its 
latest report concludes, 
wt , reard
 
to SIDO, that: 
"The Small Industries Dovelopnrnt Organiz..-ti-1On

(SIDO) is addressing itself to many important constLraints cn

the development of small and medium enterprises, but such

-organizations are 
not automatically successful. 
 SIDO w,as
organized 
on 
a model suited to relatively abundant high-levej

manpower, which is extremely 
scarce 
in Zambia. It needs,

rather, to concentrate its efforts 
on 
types.of assistance that

fill immediate needs 
of small enterprises, 
such as technical
 
services and 
improving input supplies, rather than on

identification and evaluation -of new Projects 
. F4na ci
 
intermediation by SIDO is probably not appropriate".2
 ,
 

2.3. The Cooperative Credit Scheme
 

2. -3
 

A medium term loan program was srat-ted by the Zambta
 
CooperativeuFederation 
 ( ZCF) Ltd. , in the 1980/81 agricuj' turalseason 
and has now been handed over 
to ZCF Finance Services to
 
carry out the loan administrat.ion. Loan purposes include funrs 
for hamermills, oxen and x-equipment, ,,holesarlg and! tailfr. 
operations, 
 -hardware,
ca t. marketin(" 
n oduc..
d .. f.... d"ri.

* The loans are 
for a maximum of throo 
t~i~.K6.M

in 1984 and K470,000 is programnneU 
 fcr 11185, iir I 1r 0 0 0 
for village workshops in Southern P-c v nc-) Teb
17 
sumrmary of these loans 

Report of 1Eva luaic n Ml is-iocn -,':nJj2* 
 s&
Draft. UJNIDO. Jn21~3
 
<2 ."Zambian, Indust-rialVPolc"c rir(1 PFrn,r Lo ,nei 1'[Pcin'-.

August& 19834. 

http:types.of


__ 

-- 

__ 

__ -- 

-- 

-- 

-- 

Summarv-Me ,ium 
 erm Loans  'CF.o-

(kwacha) 

Year 
 1981-83 
 198-4 
 i3. Totaj
 

Item
 

Hammermi'ls 
 141,02 
 00 222,O]ui.00 172,Gmy"j' 400! 02 0. 
Wholesale 
 4 4 ,000.00 
 30,0 G.0(] 74,000..
 
Retail 


22,000.00 
 84,000.00 
 106,6.%0.;
 
Oxen 
 42,870.00 
 70,100.00 


112,970.0
 
Marketing 


30,000.00 
 30,000.r
 
Hardware 
 10,000.00 -

0000,0(
 
Cattle Marketing 


45,000.00 
 45,000.0o
 
Hanunermillspare 


55,00o.o 
 I5,000.0(
 
Workshop 


-_ 53,000.00 
 53,000.0
 

193,000.00 
 248,100.00 
 470,000.00 
 911,990.
 

(1) "Activity Plan 
1985: 
ZCF Finance Services Limited, Lusaka
 
February, 1985.
 

It should be noted that the largest 
loan I:em, hammermilis,
is 
concerned with agro-processina enterprises 
 nti that the
wholesale, retail, nlar.eting and 
hardware 
loarn 2tems wl1 a so

provide raw materials and 
 tools -' other enT',rpriss.
(Agro-processing industries 
ir,- r-caried ura sna]is 
enterprises and have been -IcIluCie,: i thc PDSB Su: vey.
CCS is the first institution o devccp a ending progr.
the caoacitV 

, 
to ru'nch rural. sma [L ,:r'r:

demand for me(Iume trm loans, onc, ".vn thr -, ;;co.pt 1 ;L.: 
.oan applications :.s rejected. 

http:470,000.00
http:248,100.00
http:193,000.00
http:53,000.00
http:45,000.0o
http:45,000.00
http:10,000.00
http:30,000.00
http:70,100.00
http:42,870.00
http:84,000.00
http:22,000.00
http:222,O]ui.00
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Other Inst-iutions and Donors
 

2.4.1. Vil] ace Srv, %ndustry=es
 

The problems noted in 
the earlier AID reportl/' and the
 
Buijs report to AID/Zambia in December 1981 
still affect VIS.
 
Budgetarv prcblems are 
st-13 ma lor rhe GRZ
and contributjoio has
 
been redcuced from K70,0P0 
to K6(;,WJC -.4% for 1995
 
operations. 
 The Small Sca E,t,2rpr 3ses Promotion Ltd.
oiEP),
 
has assisted VIS by aiving 7!IS 
staff rraining in book-keeping
 
skills and 
in also requesting ViS to 
assist SEP in the
 
development of small enterprise 
industrial estates. 
 If VIS can
 
successfully participate in 
this program it will give an
 
indication that VIS has 
bequn to 
overcome the constraints that
 
have hindered the past VIS performance and effectiveness.
 

2.4.2. 
 Small Scale Enterprises Promotion 
(SEP)
 

Over the past eighteen months, SEP, with assistance from
 
the Development Bank of 
Zambia, the Fried.-ich-Ehert Foundation
 
(West Germany) and the Netherlands Development Finance Company
 
has made good progress in 
"fostering and encouraging" thie
 
development of 
small industries. 
 SEP has recently formec 
a
 
private company, Minta Transport and iarehousinq Ltd.,
 
(registered undei 
the ompanies Act in order -,o
transport and
 
store essential 
raw in--terials For th[e .'nterprises now
 
affiliated 
to SEP. The company wi ] .,i-run as a prof it ma inq
organization and will 
nor b subsi-ioize bv SEP. SEP has aso
 
formed SEP Real 
Estates L"d. in order to establish a site for 
an industrial estate Lor SEP a Iia,.i ent(!rrises . r is 
this program whlich .,'SS has .,en requested to assist. 

1/ Baldwin, F. A-ri 
1]924. 'or ci ' 



SEP however has only neon involvec' so -ar with enterp-isEs 
in Lusaka and the Copperbe it, i.e., essnt;.all i rban, an] .,' th 
enterprises that reou r-, on oanis -,verf,KM' C0T.
 
future plans of SEP .ci1visacie averlac -n ,. },on r
z 
enterprise. 
 SEE' take a 51* equity share and provide nanaaer_,i 
and book-keeping seminars. The size of the enterprises that
 
SEP has been involved w.ith 
 and the urban location has prevente,-
AID/ZamBia, with -re.-2nttheir emphas.s or sine','.'
 
enterprises, from cons der ig assistance to fc . ]l.t ,t r e-.. 

SEP wish t.o expand tne'r operaticns -o other areas ano- naii_
enterprises. (They currently have a small 
turd for- loans of
 
K500-K5,000 to smaller enterprises in Lusaka 
over a period from
 
30 days to one year). SEP have emphasized the use of 
unsubsidized private companies both 
to strengthen existing
 
enterprises and provide services 
(cost effective) to rhese
 
enterprises. In 
the future SEP would like their service
 
companies to be available to all enterprises, not just SEP
 

clients.
 

2.4.3. International Labour Organization (ILO)
 

The ILO through the Southern African Team for Employment
 
Promotion 
(SATEP) has examined small enterprises in Zambia but
 
specifically in the urban 
(Lusaka and Copperbelt) areas. 'This
 
has been part of the broad ITLO investigation into the urban 
informal. sector. 
 SATEP has produced several reports on tI;is
 
sector. 1/ Over the past m.'jh-t'ton a 'rthex ropr-t haswoniths 

been written (awaiting publication) on Yourl- Tralninri :, 
Zambia, focusing on the unemployment among Grade 7 school 
leavers and the lack of arpropriate trainino and establish
ments. SATEP are cur:ently divers1*,!i.L ,;nd aru: cn"  to 

1/ B. Baldwin. July 1983, Anr I 1Q 8 4 . 'OD .'ir 



dve1o pro jec. czLcposL1 S' ~r 11r t~.w f~thr 1~
informal sector and ot rrlabr 7S.tt 
basis for a project. 

2.4.4. United Nat.i ols in~dustrial Dv~onE...rjriz< 

(UNIDO) 

UNIDO, as indicated earlier,, has directly 
u orc ,20

through 
two technical assistance projiects "at,. 
 *. h 
present project to the end oF~1986. LiNIEDO haS ~. '~r

short-term 
 technical assistance2 to VIS,~we 1 ~s t
 
short-term and 
long-term technical assistance tc 1:l
 
of Commerce and Industry and parastatals. 'Although no ftr

project has yet been identified in SIDO it Is lik:rIy 
<-h&- UNIDO
 
support will continue in 
some form.
 

.,, ,
. y ...<,, -. 
 ,:,. Va;
 - :, :. .,, ¢v ,z -,< ;...:-.t<- , ,.: 
_ , ,,.: .,,'...,. .-- ... .r 
 t ,-. << % ;
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Bilateral donors involved,-in integrated agricultural

devel~opmnent projects have 
increasingly been aware co, 
 uh"]roe

of rural small enterprises in 
income and eniploymerit gjenrraticon

in their project areas. Consequently the Dutch, ..lw(,dEs arid
 
West Germans have developed small assistance progr~ims 
ffor rural
 
enterprises in their respective 
area projects in Western,

Eastern and North-Western Provinces. 
 The Intern~ltionai 
F'und1
 
for Agricultural Development (IFAD)) 
has a small ernte:prjses

advisor attached to 
its area clevekpnient proj.±c:t
 
North-Western Province.
 

The Indian Government had 7,econclied f'i-.,. re.s 
i- T 
a period of 
two years until Septenib~r 1985. SD~h~ ~rre
 
UP the salaries of the experts andc has r'aid for 1
 
'international 
 t~ravel1 and housing. A]! I-but onc w
 
have left Zambia and have. not hIL-2n r~ pI o'd 7T
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suitable cCnt:acua arC,.n>:nt is arrjnucd betw ,n O (
Indian Government i- Is un , .kelv hhat he re w1 Le '-,u e:r 
secondment of 
Indian stif .
 

2.5. Conclusion
 

Over 
the past eighteen months instoad of the expected
 
institutional growth of small 
enterprise institutions thrK. has 
been relatively little proaress. 
 PrimaiIy thi.:i-s clue to the 
slow development of STDO "ecaus of the i'and
 
legal difficulties of 
the organization. Evidence of t>ese
 
problems is apparent with 
 The publicatioi, of 
the SIDO F.,e Y-,
 
Plan. The Plan is 
financially unrealistic and 
as a plannirc
 
document gives little guidance lo SIDO staff, donors or
 
non-SIDO institutions. 
 However, to disregard S7DO is to ignore
the first, major institutional initiatjve that the h:asC(RZ made 
towards 
the small enterprise sectors, both urban and 
rural.
 
Further, SIDO and VIS 
are regarded as 
the main "policy
 
instruments'" (together with the 
IndustLiai Development Ac-.) for 
the reorganization of domestic manufacturing accor(iing to the
 
Guidelines 
 for the FNDP. 

There is currently no institutional alternative to SIDO and
 
bearing in mind the 
"Guidelines" it 
is unlikely that GRZ will
 
create any more 
institutions. 
 SIDO's mandate is broad enough. /
 
to imply that another institution would be regarded as 
a direct
 
competitor. 
The only institution that has 
shown progress over
 
the past eighteen months, SEP, has 
similar objectives to SIDO
 
and is now becomino r' garder as a cnmpetitor. onse'quentlv, 
the relationship between the 
two organizations has 
not
 
developed as anticipated. 
 As SEP is invclved with 
larger,

urban enterprises there thereforeis rio private, institution 

I/ For example, the S1 P Act_ .t 1 .ws CT,-) *,,t) "for. lla teco-ordinate ind impl.-m-n:t r~atJ ora po o]A - s and pc rar S 



t-at ca Dov, ce t-~ >rvzfl7 %kIa~i el~e z~;~e' 
re develore~l of rural sri-12 2 l~ I:~ses(u ieKnawhr. 
thert. -ire sevi.rji 1 ) arKnu M.,.'s. 



THE DATA BASE JPURAL ... ENT.PPpiE 

3.1. Introduction 

Th s' chapter :i.-e ievelom.- s o-, .-- C.:.
 
eighteen months 
in r'j ava .

small enterprises. 

abj .-


The maI2 change Tt-r-,the data 
' 

Iby
 

the Rural Development Studies Bureau with the AID/z7mrna
 
supported rural 
small enterprises survey. 
 A summary of the
 
major findings is 
aiven, :;.rticu.larly with 
respect t.) zhe 
insights that are ai,;o:-, 'a AID/Zambia in planning futuLre 
AID/Zambia strategies. Prior to the RDSB survey there was
 
no data available for GRZ 
planning purposes and 
the survey

results fill an 
immediate gap. 
 The Central Statistical
 
Office (CSO) are 
Planning 
 utLfr- surveys which 
are relev::,.
 
to small enterprises anci 
t,:es- are discussed.
 

3.2. The RDSB Survey
 

3.2.1. General Survey Pesuits 

The report of 
survey results gives €!etailed firiding!-.

from the survey and ,!taws oevra]l conclusions. 
 The
 
discussion below is 
irtn-ie, :o 
pick c-ut specific pcirts and
 
trends that gives AID!,amb.,i the bas'.s tc plan future
 
assistance.
 

Table 3.1 
shows the ov,-ral 
survey rc.sulrs. 
 A totl. oIf

50,8G0 households were 
visited in th.-
 thre,. ru.ra] 2opu ,
 
strata of which 16,819 i 73') had D smI ] ,rt'rnrise cche: 
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TABLE . 

RURAL SMALL ENTFPPRISES AND EMPLOYMENT ,N ?AMBiA-

SURVEY SAMPLE AND ".ATIONA!, ESTIMATE DY PO[-UA':I.. S'TA'!A 

SMALL RURAY PRAi STUANDAPD
TOWNS TOWNSHIPS ELVM>r'In TO, 

STRATA (12-$C,( 000) (0-, 2,00o A :.,,S ,-.s LA F' 

HOUSEHOLDS 1N
 
SURVEY SAMPLE
 

Households sampled 23,500 22,100 
 5,300 50,900
 

Sample households
 
as % of total
 
Str-ata Population 59 
 47 1 6
 

Households with
 
small enterprise 8,572 6,857 
 1,390 16,8.19(% of sample) (36) (31) (26) (33) 

Employment in
 
small enterprises 15,215 1.,705 
 2,300 29,220
 

ESTIMATE FOR
 
RURAL ZAMBIA
 

Total small
 
enterprises 14,281 17,145 
 192,564 222,990
(%) (6.4) (7.6) 
 (86) (100)
 

Total employment in
 
small enterprises 25,359 29,262 
 3]8,642 373,263
(%) (6.8) (7.,9) i8 .4 100
 



than aaricul'--, I ardor i:-'.'-soroc. tro(!c: U:- zn. A <.oral or
 

2,0 persons ,c-e *-ljlC2" (: in these... -r so. ,he
survey divjd-eJ] :he ro tu 1at ,r. in to th-,., z-rat-a to 

nea-e
e th- , 
 ., tc'....sh s .: rural areas in
 
order to focus on t'j:ccions " hF; iese Cop 7ulation 
groups. 
 The Provinces of Lusaka ,nd Copperbelt were 
excluded from the survey :Is w..ere tiie la ur!ban towns of 
Kabwe and Livincstone; a-herwise a1j other r~rovinces ann 
towns were i2clude(] 1U Kh" ave" tro-: ,.'ih t± -urvev
 
sample w,{aa drawn. 

From the first strata (small towns, " 1- - , ] f
which there 
are onl.y 
10 such towns in 
rural Zambia, 6 were
 
sampled giving 
a 59% sample of this population group. 
 Of
 
the second strata 
(rural townships, 0-12,000) 47% 
of the
 
households in this group were sampled. 
 In the third
 
group, 5,300 households were sampled, giving a 1% sample
 
of the population group.
 

In the overall 
sample surveyed, one in 
every thr=,e
 
households had a small enterprise. 
 This 
was the case for
 
the small towns 
and rural townships as well but 
in thie
 
rural areas 
there was one Lterprise in -,very four 
households visited. The level of enterprises in t r.
ura
 
areas, although slightly lower than in and
the small towns 

townships, kept at 
a consistent level 
in all the rural
 
standard enumeration areas 
'iSEA's) sur:veyed. Therrforo,
 
while the sample of rural areas 4S relatv.nly o. tli 
similar enterprise level in ,ac,, ,iesp ; v1,: v" ' r
geographical locations, allows the r-'suirs to be a r:asis 
for an estimatlon of ent(_,rprises throuqhcut 'ura1 

-,:is.
 

The trends evi deni. -rom 1,-h ,ur i ar-aas a!7r ]so .
 .
 



- -'-other 
 Ia - W I-i c h .i -t-t - he.hi-r la r - sair 1 :esi.e 
support the 
use 
of the survey data 
as a stati...tical 
basis
.,22, on which to estimatE. rural 
small 
er(,rrses 
 in crab-.j j 

From the survey data, 
i. is estimated 
(Table 3. I' that
there 
are 223,990 small 
eIterprises in 
rural zambia. 
employing 
over 
373,000 persons'. 
 T!e r;a jO]lity of these
 
enterprises (96%) 
are 
in rural areas. However, as ":i(2

bottom lines 
on both Tables 32 -n 
3.3. indicate, iI
enterprises involving beverages -(primariy 

thc
 
r, r i, I. ber-breb ing

and vending (the selling of any item but essential in very
small quantities) 
are 
excluded the estimates''Frrural
 
Za-nbia 
are reduced 
to 
101,700 enterprises employing
!ii 183,500 persons.l/ 


'"-


A 50% and 55% 
reduction in enterprises and employment

' respectively. 
Therefore the ratio of small enterprises to


rural households changes from 1 in 3 to-
 enterprise in 
7 

households 

2.
 

3.2.2. 
 Estimated Size of Industria.] Groups 
 :
 
(2 

Tables 3.2 and 3.3 give the estimated size of
enr'erprise and employment 
in rural Zambia by 
industrii.
 
groups based on 
the RDSB survey results.2 /. As note(' above

the tables show the effects of excluding vending 
i d
0. beverages from the 
survey results. 
 A .though
both
 
enterprises proN.ide income and employment 
their 
sc t2:1
,

(vending in small towns and 
rural townships and
 
beer-brewing in 
rural areas) can disto--rt the overall
 survey 
 into giving an impressi-on that does
 

1/.Therationale~$~2%is : 

given inthe 
for the exclusion fthesenextL. section'. e, ntirrJ se 

/
2 " he types of~ente rprise in each i!rdustrial group .~Sgiven- in ,Appenclix I. ~2~~22-~2' 
, 



ESTIIATE OF E,41ERP:ISS BY INDUSTRIAL GPOUP 
AND PCPLA0,TON RATA :N RURA, 

Small Towns 
 Rural Townsh:; Rurl SE- - 1ra].amb,
 

MANUFACUURING
 

Garment 
 1,212 8. 1,393 ; * 7,(97 4.1 !:,501 "
 
Forest Based 613 1,140 51,675
4.3 6.7 26.9 53,428 2.
 

Metals 193 l..t 193 
 1.1 8,035 4.2 8.421 3.8 

Repairs 263 1.8 
 305 1.8 
 1,662 0.9 
 2,231 1.0
 
Foods 
 942 6.6 
 1,290 7.5 
 5,126 2.7 
 7,358 3.3
 
Beverages 
 1,943 13.6 
 3,850 
 22.5 84,087 
 43.7 89,880 40.1
 
Leather 
 128 0.9 
 123 0.7 
 970 L.5 
 1,221 0.5
 
Ceramics 
 50 0.4 
 60 0.4 4,849 2.5 4,960 2.2
 

Other

Mfg. 
 27 0.2 43 
 0.2 277 
 . 347 0.
 
Sub total 5,371 37.7 
 8,397 
 49.0 164,578 
 85.4 178,347 79.6
 

SERVICES
 
Catering 167 
 1.2 185 1.1 1,247 0.6 I 6. 0.
 

'14 7 0 ° .1, 6 . o
 

Trade ],385 9.5 
 1,438 R.4 
 3,265 2.7 
 8,08- 3.6
 

Other

Services 
 128 0.9 
 ] 
 % 


Subtotal 


3. 2. i.7 . ]6
 

1,680 11.7 
 1,733 10.1 9 ,-37 
 50 S, .-

VENDING 
 7,230 50.6 
 7,'1- ;0.9 18,I 
 ha 32,39- 1 

rota ...14,281 0 17,145 
100.........
92,564 ]00 22,990 


Total without
 
Beveiages and
Vending:: 5,.1]0 " -- 6,280 
 (), --1225 7]
 



~~2.~~ 4 
'~ 

ESTIMATF. ~ 1£~ DU STPI T, qpOiE.r~~,ij:,7~ 

ANI[) PO'PULATION STRAT-j. rN~PI 

SM~AL.L RURAL RURAL !UPRA1,;:A1191~A %FEMwALE 
SRrATOWNS TLOWVN S EA- TOTA L OWNEF.SHiSHIPS (EST.TM1ATF) OF GROUP 

KAN UFACTUR IN
 

Garment 
 1,923 2,182 
 13,023 17,.18Forest Based 
 1,378 
 1,910 88,250, 91,530
Metals 14
342 290 10,390 11',2
Repairs ,.* 662 4 
595 1,940 " 3,197,Foods 12,012 2,607 13,f-257 17,876 70) 

evtera e
- ----/%
'HL: .----------iii,::! -:i :'o; 3,037. ,: ,6', 023 99IKI-:.LI .! !------ :!:/,", ' 131,517 140,577.... ,",•"" -----------.------------------"-------------------------------./
eahr150 ' , •• . ' ,, : h" , ',,
i ! /------------------------------------ :. -/¢7 .. .G; :
188 1,108 - ' i-".! ! !i '
 
%'- .' 

------------------ 1,446, 0
" ,I..''.. : '.:",,Ceramics 
.
 
" .
215 ,v ,':'.. ,' 

, ' ' /

'/ ,', . L 


r; .


Other 
. ... ;' tL : 


90 6,788 7,093 96 '' L?,
 

Manufacturing-

Y ' < : 'H L 

53 83 277 415-,'A 

: . ' 
i / ,. / ,"i , ,• , - - ",'"i , iii ,H -:L
SUB-TOTAL 

, 


4 :i'".: ?: .... : 9,774 .. .. 13",968 266,550
r ' '....
 L .'. = ''i 290,292 '"''"' 63
'-7i"jii -,::;'; . /';i
 

SERVICES
 

Catering 
 818 802 
 3,325 4,9i45
Trade 163,609 ,709,28Z2
. 

16,631 2
Other Services 
 318 
 322~ 11,638 12,278 
 5
 
SUB-TOTAL 4,737 4,864 
 24,245 33,854.22
 

VENDING, 10,840 1. C. ,I 
 27 8 7 49 1 7 
 . 7 

TOTAL 25,359 -912~2 318,64237 ,2 > 

TOTAL WITHOUT."..
 
BEVERAGES .AND.
 
VENDING 
 11,482 12,809 
 135,278 183,5691
 

http:33,854.22


_not refiec, ; c- aCod 'aietvQ,r o' . 3 ,thCr s.r1 r". 
Neither entercrise can rreatly ncroase 'aue adc>eK' to 
either income or emPlcyment anCd their e:<(C1usiOn gives a mort
reaIistic es-:--L'on o the ot jhr "t-- rp rie, e 
especially :-acturi ant pr1ses , (,ch are caal.e of 
increasing absolute 
income and emplo, n. 

The services 
sector "sestlmated to account for
the enterprises and 9% of 

-z f 
the emp lo'ment in rural ?arabia

with 70% (approximately) of the service enterprises aF
employment occurrina in 
the third, rural 
area straits. 
 The
point to note is the position of trade nterprises -
employment in 
the small 
towns and rural 
townships.

Excluding vending and 
beverages, trade is 
the major

enterprise and employer (25% 
and 30% respectively for 
the
 
towns 
and townships combined). Indeed, 
if only beverages
 
are excluded the small 
towns and rural 
townships become
 
distinct service and trade centers wiJth manufacturing 
a

secondary activity (only 282 
and 34% of- enterpris-.:; 
are
 
manufacturing ente.,upr,_s(os).
 

The predominance of 
the rural area 
strata, 
noted above,

affects 
the estimates for 
all groups of enterprises.

Excluding beverages and vending, 89% of enterprise and 
of employment are the
Ln rurl areas. F'urthermo-,, t-:1rural areas strata have a 9re:ater proporti on of rnr.rpri sesinvolved in manufacturing than the smr.ail towns and townships

(excludino beveraaes, 
74% of rLral ,-r ,nturprises -remanufacturina). 
 The credornnance 01 r,.irijl areas is loe 1o 
the sample size but as stated. 1 he continuity o! 
survey resiuIts, the similar trens h)zt, -,nstrata , u 
observation Jiurlnrvu,, ric,.'. estao ishe ,-ho ;u'' aF a basis for estmat~un at national levya. rureIn T'nhc
ther, are over q, ;V(0 rura] standa'- .. nuprat on , i-,: w th 
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an average of !_)i0 households in each area. This ncwnurv. 
estimates that (e:xcluding beveraces and vending) there is an 
tnterprise in ever} a-: hth nous,.,ho I: an! ' ne ,,,a )o :: .' -4T" 
are manufac--'r, ter:;r.qs The scale ani tpVMc o
 
enterprises 
 in rural areas, comparedi to the smali towns an6 
rural households, has implications for planning and
 
assistance ancl: these bewill Jiscussc',! later. 

ror ,''he estimates Lc.:arurina .en ,r~r - s: u,' i:-:
 
bJe-2raqes) shows 
 that thee are approxiate:ly .3d, nn
 
manufacturing enterprises 
 in rural <arnia employing 150,00f, 
persons but the majority (90%) are situated and employed 
in
 
rural areas. 
 The primary industrial 
group of enterprises
 
are forest-based (furniture, crafts, charcoal) and 
secondary
 
enterprises include garments and 
foods (bakeries, food
 
processing). In small towns 
and townships the forest based
 
enterprises come 
third in importance after garment (I) and
 
food (2) enterprises. The estimates indicate that the 
rural
 
areas employ 135,000 persons in manufacturing (excluding
 
beverages) as opposed to 
only 14,650 in the combined
 
manufacturing enterprises of 
small towns and 
rural
 
townships. As stated 
 eirlipr, the small towns and townshios
 
are more trade/services orientated than manufacturing.
 

The estimates fCr the small towns and townships (based 
on large samples of 59k 
and 47% respectively) are 
both
 
relarively and absolutely small for both manufacturinq 
employment and rnt-rprises. For example, throughout the 
small towns and rural townships in rural Zambia The 
estimated total 
for all metals, leather, repair and ceramics 
(including bricks) manufacturing enterprises Ls 1,315 wi. 
2,532 persons employed. These towns and towrships rance 
from provinc.a] towns ' ac~ana, S',,zi ) t- tuwnsh r t.ns 

http:ter:;r.qs
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center of 
rurai areas 
,? bompo) 
and from line o rai -w,(Monzeo off-ral' (Petauke, soka). fourhe 

manufacturing ente:n-rises 
a .'en above all reprs.nt

Dotential income _and employmenrmeandal qen,:-i
e 1. 
 -et Armetals and . ...ai oI. nIss
leather have 
beel . ent-:] by SIDO as 
taroet
industries. 
 (Prier to 
.he survey 
iT was anticipateI that 
-te rural townshins wou'>2 have a grearer concenrIt:cn ofenterprises and certainvl. :,Gre manufacr1r na -n: :;r r. S.S 

The main manufactJr-n--(enterprises In the sma I townsand townships are garment, forest-based and foodmanufacturing and 
account for 
83% and 
82% of manufacturing

enterprises 
and employment respectively. 
Garment
 
enterprises are 
the most numerous 
(2,605) but food
 
enterprises employ the most 
persons (4,619).
 

Table 3.3 
also shows the percentage of 
female ownership

of the groups of enterprises; 
63% of manufacturing

enterprises are femae-owne<r as opposed] to 22' of sr.r vjceenterprises. 
Within the manufacturing enterprises,

garments, food, beverages and 
ceramics are 
all predominantly

female-owned; with the exception of ceramics these

enterprise groups 
are tra(itonally 
women nperatcu.
 

Approximately 7S of enterprises are one man/womanoperations and the remaind,.;r are 2-5 persons. The lattergroup are principally composei(i of se-_,rvicr, entcrprises. The
enterprises are nearly a-ill r1in thjrOughout th, 
y, at , theaverage operational time is between 10-1, months a y'ear. 

For 66', o manufacturir,1 unterpri ses the inunr- fromenterprises 'he was only a minor source of household riome. (fthe remainino Pnterprises, 31 regarcled the inccmc as mn jor 

http:reprs.nt


and 3% the same. Conversel,, 
 Ln service enternrises 
(excluding vendina) 
for 59% af enterprises rhe income was o
 
major source cf family incom,2 compaid to 
351 for whom it. 
was a minor source. 

3.2.3. Conclusions on Survey Results
 

The estimates for rural ambia, based on the si-,,ev
 
results, aive 
a Clear ind'cat.on of The type, exter,., nu
 
employment of sraell enterprises in three distinc7t r.Jlt.on 
groups. This -s the 
first -ime such information has beer: 
available in Zambia and it can nave an immediate impact on
 
both planning and research. There are 
several conclusions
 
to 
be drawn from the survey results and estimates with
 
implications for AID/Zambia. 
 The main conclusions of the
 
survey are presented in 
the report of survey results.
 

It was anticipated before the survey that the rural
 
townships may haie the highestconcentration of small
 
enterprises, and consequently the rural 
areas would have
 
relatively few enterprises. However-, on the basis of the
 
survey results it is estimated that throughout rural Zambia
 
the dispersal of enterprises is npproximately I in every 7 
households, (enterr-i sos excludi,j hcev, rages ano vend mq) 
and this dispersal i.s evenly ditst:-1buted among ,- three 
distinct population groups (Ratios of 1:8, 1:9, 1:8 for
 
small towns, rural townships arnd stind]jrd enunerra t.r! 
areas, respect v,l .
 

With the even distribution of enterprises arrionq
 
households, 
the rural areas (whe,e .A-ulation is 
approximately 3 mllion) are roprsentcd hv th& m.,jority cf 
enterpri srs, (Hence the. -st fitat,, o- )o, , en to,-rnr-s-sS 

http:r.Jlt.on
http:ind'cat.on
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rural reas compared to 11,400 
 sc. in.. 
towns/townshiPS combined.) 
 Furthermore, the mnaor'tv ot
these rural 
area enterprises 
are manufacur-
 Wri ) he
potential for generation of 
furf her 
; Icven 
 anc! ":
 
all 
other factors being equa l.
 

The institutional and policy initiatives 
 .t h-,ve
occurredin Zambia, insofar as they have 
rural areas 

been ,]re--. .ohave concentrated on 
the small tow-ans 
 ru1.3townships. 
 with the prominent positJrcr. Of rura' e ::1y.identified there will have to be 
attention given 
-o
.developing this potential against the background of
constraint, the dispersal- and small scale of these 
ira br
 

.enterprises. Conversely the potential role of 
'
 

th- smrra.1
towns and rural townships is lessened due to 
the esti.ates
(now available) of the 
strength of the services and 
tr;.-ie.
enterprises 
as opposed 
to manufacturing. 
Secondly 
 he
absolute (and relative) small. numbers of enterpris.s in tk'c
small towns 
and rural townships means 
that planninq.inc:'
policy initiatives must be clearly defined in order to
target on specific enterprises and remain cost effective.
 
For example the SIDO plan to 
establish regional offices
should now 
be considered in relation to 
the scale,
 
distribution and type of enterprises estimated from the
survey results. This will economically allocate the scarce
resources of SIDO to achieve the optimum generaticn of
employment and "
 income from 
the relatively few maruCfcct,;r.no, 
 .
enterprises. 
 In this respect STDO may consi(
e the ro
 
the rural township rather than the 
small towns.'
 

The service/trade and vending enterprises rl 
.. twsand raltownshipswl 

oFhE 
. 

5 not olfrte1c.Snfafor employment and inc'ome gen,,-ratcn. Ye-t Ie 
 rn,~mi~ 

f::j/,. ; , , ,,*1 ' 
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etpr imehtr 'rirse cons traints-suopplv Of r

tools - there may be an opportunity to
.. tilize c1l 

enterprises to alleviate these constraints. This coi 
bsa
 cost effective way 
or assisting both .loca]. Ia;lu " "-u r 
manufacturers in surroundig u areas.
 

3.3. Central Statistical Office 
(CSo) Surveys
 

In 1986 and 1987 the CSO will carry out . t. .. 

which will fur.ther develop the data-bas;. r I-L ,

enterprises. 
 In April 1986 the"
CSO will.
" 
 " "
 national (sampled) survey Qf household budgets,-h

study has--a-Iready-taken- place 

,-,"
 
The survey will record tiiLe. 
 .series data on household member's primary and 
secon ory


occupation, incomes, household consumption and expenditure,

and barter trade. 
 An additional questionnaire will be
carried out in rural 
areas 
to record agricultural production

,costs and returns, 
source of non-agricultural inccme,

constraints of agricultural production and 
local
 
infrastructural facilities. 
-The same industriai.codes, -o

record primary and 
secondary occupation, will be used 
"
 
this survey as were 
used in the RDSB survey.
 

The C.S.O. Labor Force National (sampled) Sur'iy will.
 
not commence 
until June 
1987 although 
a pilot, study, to be

done in Lusaka, will begin before the end of 
1985, The
 
survey will record details of all household memb(.-rs 
including-education, technical training, econom.,~ Ct vitv 
self employment, apprenticeship, income, n atUr0 
unemployment, and migration. 

K,.Both surveys will 
us the. C.S.o "m-.... "r "i. t d,r their samples which will 
ensure 
that rural area....

included. The RDS survey was based on c," ... ..,,. : , .. . ..:..: .. ral ..., . ...5 -: .:. tv.. , .. ... -.-. : : : ... .- ; .,,at... r . ar~= ... .,,, , .. . .. :.. :::,: .. 

!.1,'.(,.{: . .; .. :: "; ;" :< .> t::.ElIl~ ¢I ,,'W i:,;':Wi . ,:{ " 

" ~~~~~~~~7.':: : ' . " : ' -i -- 7 { . ., -': : .., 4A,: ' 



t•esame "Master 
 rame. Therefore the results of 
 these
 
studies will develop the data-base alrEady establ.s,i dar 
add 
further information airid iL;sights. Al ot-ughu g L.will not 
carry out a natioJal agricultural census .
will continue with the annual agricultural (sampe) surve.
 
Each year specific "schedules" may be added to this i .-veY

concerning other aspects of agricu1tural production.
 

3.4. Future Data and Information Requcr:iert -' 

While the RDSB survey has given the first estimiates 
for
 
rural enterprises in Zambia and this will have an 
immediiate"audience" with planners (1) there is further 3 ata iah 
information that is now identified as being required. This
data will provide more information on the characterist.ics
 
and problems of small enterprises for improved planning and
 
design of ippropriate assistance measures..Te 
 ...

estimates showed the Predominance of the rural areasxfor
 
small enterprises, especially manufacturing enterrises.
 
The largest group of manufacturing enterprises, forest
 

._ based, account for 64% 
(excluding beverages) ofmanufacturing enterprises in rural 
areas and employedCIver
88,000 persons. 
 The Food and Agricultural Organization

(FAO) of the U.N., together with the RDSB, Plan 
 to carry out 

a survey, of this group of manufacturing enterprises 
in
detail. The results should be available by December 1985
 
giving valuable information on 
the largest manufacturin

enterprises-and also identifying'po-e 
 -i areas of .pote
 

assistance.
 

The Nationala Conmissi on for Development Plannina (tJCDP
will use the data in the preparati ion of the 2'
minq ,orthcFourth National DevelopmE'nt PLan 



The other manufact-urirq 
' nt':-rpr---es .n rural a1reas
 
.. small in comparison wit 
 forest-based actiVities '(64) but 

include garment (10%), metals 
 E(%),foods (6%), and
 
ceramics (6%). 
 Two of these enterprise groups, metals 
an
 

*ceramics, .are relatively more numerous in rural areas 
E.an*
 
i~n the small towns and 
townships. Ccversely garment 
 d
 
food enterprises are 
more numerous in towns (and in fact 
are 
first and second 
largest manufacturing enterprises). 
 With
 
the predominance of the rural 
areas strata, the role of
 
manufacturing in income and employment generation, and 
:he
 
relative importance of metals and ceramics enterprises in
 

*rural areas as 
opposed to 'small town/townships, these 
two
 
* enterprises should be researched 
 further. 
Metals
 
(including agricultural implements) and ceramics 
(including

roofing and building materials) are acknowledged as typical

rural enterprises in Zambia and 
a survey, initially based 
on
 
the RDSB sample would Identify the main development
 

constraints.
 

The supply 'of raw materials and tools is regarded as 
a
major constraint to 
Zambian small enterprises and
 
observations during the RDSB survey supported this
 
assumption. Further, while credit is no 
 a cosnstraint, tht
affects all small enterprises (in 
some its importance is
 
negligible) 
it can be the major constraint.fr a 
selectedlz
 
number of enterprises. 
 More informaton.is needed 
abouti 
 .ll

these inputs, the extent 
to which they are a constraint,, 

... 

. (especially credit) and how nest the constraints can 
be
 
alleviated and what assistance may berequired.
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CHAPTER FOUR
 

OPTIONS FOR FUTURE ASSISTANCE BY AID/ZAMBIA
 

4.1. Introduction
 

This, 
charter concludes 
the discussion on 
the current

position of 
the rural small enterprise sector in 
Zambia.
 
The discussion has covered three main topics and has
specifically focussed on 
changes that have occurrecl oxer t
last 18 months on these topics, the topics being. the- : 

1. 
 GRZ policies affecting rural small enrtrprisea4' 
2. institutions involved; and
 
3. current level of data and irforratj-amr,.x t 

the scale and dymiamics. of' ruxa ]j
 
enterprises.


The objectives of reviewing these three topics 1ias-.oemtoJ=-t 
present to AID/Zambia the salient, current situatiomn tbat-:tdetermines the state of development of the- sector,
 
that AID/Zambia 
can best determine its future strat 

Based on this review, this concluding chaptexaalrs
the various options that AID/Zambia may conside. az futu&:
 
strategies, and makes recommendations.
 

4.2. 
 PolicyDialogue on Rural Small Scale Enterpriseos
 

A policy dialogue 
initiative by AID/Zambia has two
immediate positive aspects. 
 Firstly, policy dialogue is arrestablished part of AID/Zambia strategy in promoting
development in 
Zambia and secon(ily, experience has 
shown
 



that the policy environment surrounding i ',JI.sma .J 
enterprises sector is 
the key determinant of The develoom(n: 
of that sector.
 

The GRZ with the creati6n of SIDO through the SI) 
Act in
 
, 
1981 made the first, major public step in the development .
 r
 .sma ll enterprises. -Initially, 
the creation of 
SIDO was
 

regardedas an institutional initiative and not a polic.
 
initiative; 
 there are no 
clear policy objectives in the
 
Act. The purpose of the SID act 
was to establish SIDO. 
 Yet
 
it is increasingly apparent that the creation of SIDO is now
 
regarded as 
an unannounced policy initiative. 
 Press
 
releases, statements from Party and Government officials and
 
the "Guidelines for Formulation of the FNDP" all support the
 
contention that SIDO is central to 
the GRZ policy on small
 
enterprise. 
 The SID Act allows SIDO to "formulate, 
coordinate and implement national policies and programs
Further, there is 

" 

no overt disqouragemenc of small
 
enterprises and this is regarded by scnie 
small businessmen
 
as 
Government approval of private, small enterprise.
 

However, the overall industrial policy environment has
 
remained unchanged and therefore SIDO has 
been attempting to
 
establish and operate a new 
institutional/policy initiative
 
for small industry when the overall 
policy environment h
 
favored large scale public/parastatal ownership. (This

policy bias is 
confirmed 
in the Guidelines 
for the FNDP whei
 
outlining the requirement to broaden the type and 
scale of
 
the manufacturing sector. 
 "In the past, there -has beer
 
emphasis on 
setting uplarge scale, ca.pital int"nsivc ,
 
industrial plants based on 
imported raw materials
 
Moreover, in, reality, 
 policy formuli-itijn by SIDU wouldi only 

h e<!~i~;{ •:S
be, done with,:7¢theo nMinistry>!g of Commerce<i!:i:::!::):i:{ .ind ,Industr'i,<:: Ci riai t 

7, ';: ;£c '. 
 ..•... "
 "
....b<-!i
 



">"unlikely that the oth~tir 
institut:ons and lve s of 
-he Part
 
and Government would ailow SIDO to 
implement national
 
policies. 
 SIDO realizes it is not 
in a posi j - 'b
 
"formulate national polcy" 
and in the 
 Yoa' 
 of

SIDO the organization states 
that "the impleentct'on-of

this plan will greatly depend on 
the Government's support

mechanisms particularly around the 
foilowi nolicy
 
directions".
 

From the Guidelines for the FNDP it appears that SIDO

and 
VIS will become the main policy instruments, coyether

with the Industrial Development Act, 
for small enterpwietse

development. 
 This will be confirmed with the pubiicLt-ion ,i)f

the FNDP in February/March 1986. 
 If, as expected, SIDO is

given the major policy instrument 
role then the prob.ems

noted earlier on 
SIDO's performance together with the

admission by SIDO that it is not 
in a position to furmulate
 
policy will immediat'ely cause problems for the
 
implementation of the FNDP.
 

4.2.1. Policy Dialoue(Aend1a
 

The topics for a policy dialogue betw-, n AID/,'Zabia and

the GRZ 
are outlined below in a recommended agenda of acticn
 
for AID/Zambia 
to follow.
 

1Item One:
 
The start of 'action will . t ,
occur 
 the pubii: of 
 "
 

the Fourth National Development Plan 
in Februa1ry/,,arch
 
1986. AID/Zanmbia 
should review 
the Plan and 
note thle 
 "Lic
 
recommendations for 
the aqriculturaj 'rid 
 m',;nufacturin: 

sector. Therole of 'the 

.
 

evclopment
Industdrial '
 
Act. i;aA
,
SI0 !andj V S s o 14o so i nts,-

I S ii -so i
 

-J2 

", 
'': ".b : , : " ... : 
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the Plan will o.staj.lI '-P broau n,-oIl C 
- q i ~ y~ f~ ~I . ~xca LC

and village industries an the role o!' ir'IDA, SiDO. 
 V7 1; 
as the _pol'icy instruments t---ac-ie- thee--

Effectively however, AlTD/tr'a a 
 -vi l h ,. a" Formal sta e;-j
*Of GRZ towards iural small enteL-,rr. sec r-in -W 

able to react accordingly. -The main issue that ATD/Zan '.. 
can raise with the GRZ based on'the anticipated content of 
the FNDP, concerns the substance of the pcJicy and rhe
 
of the IDA, SIDO and 
VIS.
 

'If the IDA, SIDO and VIS are identifiied as the main"policy instruments" there is serious dout that SIDO and 

VIS can carry out their responsibilities effectirely -: based 
on 
this report and past evaluations. 
 The IDA in its current ,.
 
format has little effect on 
the industrial sector and its
anticipated redraft will have few real incentives for rural
 

small enterprises. 
 Despite these problem's the GPZ will i
undoubtedly wish to 
retain these ,instruments" as central to 
Simplempentation of policy. 
Therefore AID/Zambia should
 
encourage the GRZ 
 to carry its own internal review of SIDO
 
and VIS in order that the GRZ 
should-recognize 
the inherent
 
weaknesses of its main pollicy 
instruments. 
Until the GZ 

. -recognizesthat the two main"policy instrum-nt's of the now
 
"]Plan 
cannot fulfill their expectations 
the GRZ will continue
 
to promote rural ;small enterprise developmenL o no effect.'
 
AID/Zambia should offer support ,for this 
internal review
 
financially, should conside, defining a 
scope of work and
 
make available reports and information that AID/.Z.mbia
 

regard as appropriate.
 

AID/Zambia should ialso encourage th(.. GRZ to revPi 1:tie
 
role of the IDA "'n the assistance that it gives 
 t-v rura3. . 
smaL\ enterprises as. part 'the above review . , A' ,.-a 

http:o.staj.lI
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shouId indicate that improvedincentives be
 
consderd forual small 
 enterprises, ~as iclc-.nti f ied r;Agenda. item -- Two;-_-'____ 

I terr T-wo 

The s
second item on 
the agenda for Policy dialogue

concerns 
the support of AID/zambia for amendments
Act. This to the SID
should not become a subject for POlicy d ia ] O
 gue
 
until 
the GRZ has agreed to an internal revieW 
o S-Dn and

VIS. 
 The amendments 
concern enterprise definition,'
 
registration criteria, incentives and a 
licensing committee

(Appendix I). 
 At this stage, AID/Zambia should also discuss
with the GRZ the funding problems of SIDO 
so 
that SIDO i.ill'

be in line with its planned financial Position and not
 
totally bereft of-funds as 
at-_. sent.,, 


.
 

As a final issue in this agenda item-, AIDZambia should

Jrequest the Government that the Law Development Commission
 
be fully staffed and supported and the 
'ad hoc .comm.itteeon
constraints 
in the 
informal sector be convened.
 

Item Three 

AID/Zambia 
... d'support, and enter into a dial'-ogue
concerning, the World Bank policy recommendations concerninc-
 "
 the restructuring of industry. 
 The recommendations'(discussed in section 
 ... 
 ae.
.... a creation of, newpolicy than an amendment of old but could have a Eu.n'damen. ai
 
impact on 
ihe industrial sector..
 

Item Four 

AID/Zambia, sho~ld ,Con'z nue c~g witthe, 4 d It11r C en 4' 

eal'stic agricultUiral prices rdrr1cev]Ofrt 
) 

4 



48
 

expenditures complemented Iv a commitment by Govorn.-.r to ensure sufficientr 
funds for 
regional marketing institutions 
to purchase croduce from farmers.
 

4.3 Project Interventions
 

There are continued project requests 
for assist-ance 
!-c
rural 
small enterprises being directed at aid donors in
,Zambia at the :no0rent. The :.eQuest:: ranae from 
thousand kwacha :or a specific project to sever. mi .11 ffrom institutions such 
as SIDO 0;h.; are trying te ,stabLsh

entire assistance programs, 
 Specific projects include
 
funding of private industrial 
estates where individuals wish
 
to establish 
areas of 
'common facilities' 
for small
 
enterprises and cannot raise the necessary funds from
 
commercial sources. 
 Existing estates 
are already

successfully operating and 
are having to 
turn away

prospective clients due 
to lack of capacity. 
 SILO requires

funds to carry out 
its basic functions dnd 
is the
 
Government's principle institutional 
initiative in 
the small

enterprise 
sector. 
 However, unless the policy and

institutional framework are correct, unless all aspects. of
the project 
have been analysed and understood and unless 
the
donor has some experience in the sector the project may be a
failure at worst or only have minimal (rarely cost
 
effective) impact at 
best.
 

USAID has rural anterprise projects r. three neic.hbori-no
countries, Kenya, Botswana and Malawi and ill projects ha.been conceived and established in conditions current,, .1ot present, or sufficient, in Zambia. in all cou1tries, for 
example, the Government has 
a clear policy to assist small
enterprises e.g., the Botswana Fifth 
National Develon.,ent



an ruindus try L ..O ~Ect n sn-a4-and the M&I , WiI Government ha epasize 
- sca Ei 

the needee 
tpronlot sia I ltr scal e priLVa~r sec11" 1OM7P.countries have lA 

nst.i-tuonl supr

both have Rural Industrial Extension Offices funded 
and
operational in rural. areas). 
 Moreover 
 SAID interventions
 
were based on 
detailed research and previous intervention.
 
The Mai'Wi rural. enterprise prejeSci: w ase(1 ons four main
research reports and previous xperience. Thc i.. [o.rtsincluded work on the various types of assistance nc:...dec ,.
expand rural enterprises (AFRICARE,; demands for small
enterprise loans and 
loan institutions 
assessments
(Deloitte, Haskins and 
Sells); Credit Cooperative assessmge.ft-.
 . (Private Consultants); Analysis of Malawi.union of Savings.
and Credit Cooperation (Price Waterhouse). 
 All reports
exce-t the Africare report were USAID/Malawi financed.
 

. Finally, E.SAID/Malawi 
has experience with small 
rural
 
entrepreneurs through grants 
to private voluntaryKorgan zaltions (P.V.O. 's).' 
Therefore urtil these conditions
are 
associated with a project in Zambia, AID/Zambia car'yhav
 
no confidence that 
a project intervention 
can have the
impact intended, 
to the 
extent intended or 
the target 
 -roup
intended. Policy dialogue may devlop2 the process of policy"
and institutional development but there will have to
concommitant advances in 

be
 
background data 
and research before

the first prcject interv.ntion can be identified. 

4.4 Research 

:The research options. that, h SIJ/aould ConIIsider can
be divided into tocae ar2 e eeac hawl dee'tedtbase frua
ba-e mIIc erprises a w I si~ aI~~~~~n Vc~iV rovide nor., r.hrh ef c:~i~n;.or or~. e~taur thatc< out. spcc ic c 1ti 


.,he a!,a sm II &-c<t>,'+ofc
ru , : "'1terprtUc!-; 'S r;o or The (rr -"ec i 
(5< A 5*1<''' t 
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develops z:he U.i-2 base r.r: bl, of uULSi 

planners 
 and researchers anci cont"iued tiu fu t :
 
ob jective 
 set out in the CLOSS FY 198r)o: ;ba , assist 
the GRZ to understand better how sector Thethe wcrks. 

research that 
 provides information or; char?--terJst.c_ of
 
enterprises will bealso of use to the GR iutr will also 
provide AID/Zambia with 
some cf 
the necessary background
 
information needed 
to design a project intervention.
 

4.4.1. DAta-base Research
 

AID/Zambia should consider supporting the 
following
 
studies 
in order to further develop the data-base for rural
 
small enterprises established by the RDSB Small Enterprise
 
Survey:
 

The C.S.O. household budget survey 
(as described in
 
Section 3.3). 
 Estimated cost K300,000, excluding
 
transport, ($140,000)
 

The C.S.O. labour 
survey 
(as described in Section 3.3).
 
Estimated cost, 
1987 prices, K650,000, excluding
 
transport, ($300,000).
 

A survey to be carried out by tne RDSB to study in
 
greater detail the metal and ceramics enterprises 
in the
 
rurl areas as established in the RDSB Survey.
 
Estimated 
 cost, K10,000 ($45,000). 

4.4.2. Background Studies
 

AID/Zambia should consider suppoitino the st1J]ios rc 
provide background information noi only to the GRZ iut as a
basis for future projects. These studies 4 ,rud,:,.. 



- A study: by the Cc-operative Cred 4t Scheme ofr m,- anin
Cooperative Federation, (CF)'cfE, 
 th present &dftr
dean 
 anc. mediur scbale-rural enterprise;
loans. The study woulr alo-e>amine how the C.C.s.
would deliver 
such assistance 
t.o entrfpr,::neur,, 
ilf the

study identified that 
credit supply was 
a constraint to 
certain small enterprises. (Estimated Cost K15,000 
,nd

$11,000).
 

study by 
a U.S.
-A Non-Proft Organization (e.g.,

Technoserve, Africare, Partnership for Productivity 
-all AID registered) of the 
raw material supply and tools
availability constraints among 
 rura2. small en.terprises
 

i Zambia. 
'The study would suggest alternative
assistance measures 
(based on AID experience) 
to
 
overcome 
these constraints. 
 Estimated 
cost $80,000.
 

- / A study that will 
 summarize the relevant experience for

AID/Zambiaj of the USAID',project 
interventions in Kenya,

'Botswana 
and Malawi concerning rura] 
small enterprises.
 

Estimated co6st 
$12,000).
 

4.5. Recommendations
 

The current state of 
the policies and 
institutions 
that
 
C,affect the rural small enterprise sector combined with the
limited availability.of background data and 
information 
on
AI/ amithin,'srxpa
the sector does not' favor ata project intervention by
AID/Zambaat i
tage. 
 USAID expe rince in neighboring

countries in 
ruralf small enterprise assistance confirms
 
this. However, 
there arevarious institutions 
a projects
 

in ~rlsal 
eterprises ~which do rquire- imxnediijtefunding. assistanc76 and while-all previous discussion: remainvafid,,AID/Zambia ".should -be orepared -o state its 
 s ition C-)~ Cthe GRZ as to the circumstances Lnde r whi C.h project 

interventions woul, be cor'si'der
 

http:availability.of
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:, :- : <T h e .de v e l o pme llL ' { , ' 
The..... .... . .... . . . a olicy dialc n-ue th-reforc. .ecomes:-a~n - mp o r-t an t- if-s s uee i--b t h -- -- ,a .....---- .... 

'o- r Otion ad
as a strategy to create the opti--al Policy and.. ..:..itutiona.

a : 

environment for th'e development ofrural suuall er,-rpr i ses_ 
The Policy dialogue agenda will be bas",:,d on buulIit~ 
in February/Nlarch 1986 of the GRZ's Fourth Natiori-.. 
Development Plan. It is anticipated that SIDO, VIS and the 
IDA will be identified as the main "policy instruments". Asathe first item on the agenda, AID/Zambia will encouracie-th -

a,, _ 

GRZ to internally review these three poicyi.
order that GRZ realize that their small. enterpr.se, 
development policy is unlikely to be attainable wit-h 
current performance of the main policy instruments.., 

the 

- "a 

The second item for AID/Zambia to ra conc:r. the. . a .t o , .r~~ai s e c o n c e r n s - . e 
amendments to the SID Act These amendments will mak. it 
considerably easier for small. (both urban and rural)
enterprises to register With.SIDO and offerAlthe small 
enterprises realistic incentives and support. 

-: " i{ . 

a 

! .? < The third item on the agenda for policy dialogue with 

the GRZ will be support for the World Bank policy
recommendations (details section 1...). Final!,,

.AID/Zambiasouldcontinue the policy
shouddalog"ue 

with t GRZon realistic agricultural producer prices and an ae.equate 

marketing system.. 

As an indicationof continuing AID/Zambia inte,rest and 
assistance for rural small t-nterprise d.:dlcp"Vni:.in . a i 

.AID/Zambiashould continue to promote researchardstuies 
. 

a'in, the sector. There is an idniidrqieetfor 

futhrstatistical data (based on athp findirigsosuported RDSB study) that wil1l be, of-iet -e 
~aakGRZ, planners, )-and fo-r furthe background Gat~:~-rduGre S'a' 

the 
r.c~ 

All)
fc 

- -

a 



planners. 
 The background information will also provLde
 
necessary information for AID/Zambia to 
beoin preli.mina,,

formulation of project interventions, if the policy 
 andinstitutional envonment is sunn tlv,,,. The re2earch would
look at specific enternri. es ,n rura as 7f -)JaZmh 
household budgets and 
the labor force and 
the studies would
 
-look at the constraints of 
raw materials supply,

availability of tools 
and cre.it. 
 The studies would examine
the nature and extent of the constraints and how o
 
alleviate/remove the 
constraints.
 

This 
'portfolio' of recommendations shouid allow
 
*-,D/Zambia to develop a realistic and appropriate strategy

towards 
the development of rural small enterprises 
in Zambia
 
over the next 
5 years.
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U±iAki AMENDMENTS TO THE SMALL 

INDUSTRIES DEVEI-P:.IpNT ACT NO. 1i GF I9 , ] i 

1. PROPOSED AMENDMENT TO SECTION 2 ,DF-'TTuN) 

Small scale enterprise' is an enterprse in respect 
of which SIDO is satisfied that it 

(a) is meeting or has 
the potentia) to meet
 
development priorities 
as establisned 
from time
 
to time in 
the National Development Plan;
 

(b) 
 uses local raw materials as far as practicable; 
(c) uses 
labour intensive processes 
as L-ar as it
 

practicable; and
 
(d) has capital 
assets -not excroeding three hundred 

and fifty thousajrid Kwacha ,:<cl udina Land ino; 
buildings, 
or such other amount as may be Fet
 
by the Minister from time 
to time.
 

1/ if and when USAID/Zambia consider formally putting
 
this draft amendment to 
the GPz as a topic for policy 
dialogue the permission of the iuthcrs of "hese
 
proposals shall 
be obtaine(.". Th.,, are Dr. John
 
Mulwila (School of Law, 
 UNZA), Jonathan Kokowe (Small 
Industries Develooment Organ;zation), Kayf- Turner
 
(School of 
Law, UNZA), Norman Shachile (for Opa

Kapijimpanga, Small-Scale Enterprises Promotion 
 Ltd.) 
and Beate Forster (Tnsti ute for Afri can Stud :, 
UNZA).
 



2. PROPOSED ANENDENT TC SE 	 ., RE 7 SEGSTSPAT , 
PROCEDURES AND CRITERIA)
 

S.18 (I) An enterPnise shall be rt-gisteredi !s a 
small sca]b enterprise if it is ctr:.reveO 
in writing by SIDO as 
a small sca],
 
enterprise.
 

(2) Applicat.on for registration "rnd]ur 	 this 
Par: may be made o .rndSIDO shal-1 . 
the prescribed form.
 

(3) 
 In assessing applications for
 
registration, SIDO shall have regard for.
 
the following criteria:
 

(a) 	 that the enterprise in question
 
satisfies the definition of 
a
 
small scale enterprise as 
set out
 
in Slection 2 ot this Act; 

(b) 
 that 	the enterprise in 
question,
 
or 
the proposed enterprise, is
 
economically viable;
 

(c) 
 that 	the entre-preneur/s involved
 
in the enterprise or the prpos,o ' 
enterprise Ls,'are appropriat-e 
perscn(s) to be engagc-d in -he 
type of busir.-ss concerned; 

(4) SIDO shall give 1'j- itino reascr-; Co
its decision in the ,-vent cf c!,-c,.s*cn 
t o refuse to reg r -jn o.,t , s, i sc, as ,
small scFIz r!tep[ :se. 

http:Applicat.on
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An appefj3aganst reLusal tc r-2:is <u

any sr.-]l scale 1 trnris nv made 
to the 	Ninister in the manner uresciber, 
and the J&clsion ct "Ie Mir- .s 
be f i I . 

PROPOSED AMENDMENT TO SECTION 19 
(INCETITVES)
 

S. 	 19 (1) Any smail scale entjLpr.s reo-:s
under the provisions cf 
 rhis Part tay 
apply in the prescriLed manner f:cr any 
of the 
following incentives:
 

(a) 	 preferential treatment with
 
respect to 
Government and
 
parastatal purchasing;
 

(b) 	 preferential t'reatment with
 
respect to the granting and
 
processing of 	import licenses;
 

(c) rebate 	on 
excise and customs duty
 
and relief from sales 
tax on 
capital equipment and iocally
 
produced intermediate goods;
 

(d) 	 favorable 
 adjustment to 
export
 
tariff rates for 
small scale
 
enterprises which 
ire also
 
exporting enterprises;
 

(e) 
 in order to encouraae
 
reinvestment in :he 	 enterprise, 

enhanced capital and 
investment
 
allowances after the 
tax holiday
 
period 	is ended, 
as follcws:
 



"L(- I S j r -in, 
tear at on20; writ-en dowr. 

Va,_ .fn V(ear; 

- plant, fachjn,..-y and. 
%'ear i roar at :_,OI on writt,.n 
down value each year; 

(ii) investnnt a] ]owa1ce: 

- indus: ric1 buildings: :50 on 
cost in tje- fqrst two yars 
of ownership;
 

- plant, machinery and equipIn:
50% on 
cost in the first twc
 
years of ownership
 

4. 
PROPOSED NEW SECTION (LICENSING COMMITTEE)
 

A Committee shall he established for the purpose of 
assessing applications for 
licences by small 
scale
 
enterprises registered with SIDO, conposed of
 
representatives from the 
following institut'ons:
 

- Small 
Industries Development Oruanisaticn (chair)
 
- The Ministry of Commerce and industry
 
- Small Scale Enterprises 
 Pronmoti.on Lim'teK
 
- The Division of Provincial 
 and Tocal Cover-,rnent 
- The Bank of Zarnbia: 
- The Inspectorare.or F,.c-or a, .1n(I 
- The Insnectorate of Pt:bi.c Healh 

http:Pronmoti.on


APPL',, D]T[ : Np[p! : CPIbC: 

L. 

2. 

Ga _n t s 

Tai Ior ina 

DressmakingKnitting 
Crotcheting 

Other (arrient 

Fores t- as(1 

5. Foods 

Raker-/o 

Meat processing
Milk processing 
Condinents 
Grain miill 
Confectioner-! 
ther fois 

1]. Trade 

r ia 1I 
Groc ,r
Ha rc%,are 
Forest-P!-cmwucts 
('C l nt 

Othc r 

3. 

Lzci n a
,Motor sawwrilLing 
Pitsawing 
Carpenrry 

Furniture
Upholstery 

Carving
Basket/mat making 
Charcoa I 
Bamboo- cane 
Tine/rope 
Other forest-based 
Metals 

6. Beveraces 

Traditional 
Tea 

7. Leather 

Shoemakinn 

Leather 
Other 

8. Ceramics 
Pottery 

beer br(, ing 

12. 

13. 

O h r 3 £ _ ' 

Dr,/ clea-ir.T 
hir , sr., 

Cons.t ruc- ... 

PI u -nbinqPthbin 

VenjJ nC 

Coppersmith 
Tinsimith 
Blacksmith 
Welding
Other metals 

Bricks 
Blocks 
Stone Carving 
Other 

9. Other inufacturingi 

4. Repairs Chemicals 

Auto 
Tyre 
Bicycle 
Electronic 

,7ewel leryWatch
Other repairs 

Photo studio 
Printinq 
Other 

1O. Caterinq 

Restaurants 

Bars/Taverns 
Hote c] 


