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-SU-IJYA)') AN 1)N 1 H 10NM .]NI ) A, F I () 1 S 

OBJECTIVES:
 

'Ihe agric"l Iura sctor occIup iLs an import int r)l( 
 in the Zalhinil;m
 

economy. IL s 
 importance haI Iutsbeen ehliaunced retent ly by produLtiiin aid
 

iarketing '155,i, . i It e i lit
ii ctoir, iciit,:-itn b~y J}al) allc . paymnt.il ,.t;
 

diffii:culti vH, alnd IQ. 
 ra pid growt L hi i)opul ition a I l )l fIorce. Th
 

Governmecnt 
 of UP Repul, icL of Za:;mb}ia: is. f~ull conn(}:.i:s t of1 Wet~majo r 

conIiri.i)lLioj i cLtagr,ictLure canlt make Zamiill economic pro'rss. yVur tilt 

' 'ears, i Lh .s at. iv _elv sougchas iit i) shape anntt pr)mLtJ .e ;, icu't I u N at livi ty 

A a v,'riv:' oi mad surs nd scheimes , includintig ti. uS Latli, ))mun of 

producti on anti ma rket:Ln; parastaa Is fr lnputs and agriiulLural produce,
 

;II~ill i!;;I(! 
 p r'ic' ill ,, :: b -[id L ,.; and cr'',di L. 

ticsiVt I , utati ,Ha Iin I i it lin tIhsp. 'ICd[I l P1 u i li ia'it ,,,a In' , ii at, 

of Au i.l:t-1 re aid ia1:11. DevLeIopmnIt .in coo:u AIIi)!.usakar po'[ion with U 

Iow; SatLLe an ivenus: v Lo comnl.ss i i s study i "gr i : tLural -.i:n iel 

.Zmbi;a, Th' abjuc: .iL's a Lii sLudy to apprais(, t;Ii)ns o.e wrc ,he op ti(. 

Iin;ancia's!: ,I'': ; it p i ns I.nto Lu cc' La' [L VI a ,i":ic" I aIctiv ity, Io r e t'i nIII'..Iid 

cha;ges In il Ir}va ng the s',,'sten, :und I) atoivi:; on adciti olnaI studi.s cisignid 

tLo improve dc.L si-oan making MHe lwi Lh inane ii system. 

http:comnl.ss
http:paymnt.il
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MEI'IlOD AND I)W.,R\'' I-ON OF.' TilE STU)Y: 

The fundl'm 1nlILn] con tL{)Lual appro:ai ! th.iiis study is Lu vI w tilt 

sy.stem V o!'ricu Itral I illins as an WegtI~i-L', d whole. A thin this syst.i 

finan:IICin. i ,gI,'n:;o ou ar dectermiiined hv ,r icViLv I . ,,"level )rodu:t ion, 

ma rktiLng :a ,ddiL:ri t ioii .. tiiLurp.rises, Ibycomlmodity pi rini pll i cies nid 

paylmn t lpra:i [,L,.,, ainl Ibyv hantges inl ulpL i I ices. I niiionlc iln' ti qiI i'L.n It s ar7c, 

cunlblu of h, ing, stisf d by i\' co inatio I suelF-finuc.e(I lolIgJh us5-;e of 

fina..ncita lsavin;s' or reso rce sitives e.g. cattleo rls),_cru dit,'ind 

gO\_'Iur umcL j, lts Or sublsijlius. Aut -diL opera Lions Mov Lhtins.ulveS he linnced 

through l idib1 it i- issucd to individual savers, private insi LULi nS ;11( 

governmntllto'1:,'At1 juS, cal di through budgetary Lrraiisui:s, I mom I I orci gnca ,r 

govermlients.. I.:red it sti. Lutions are only financ5ia lly viale I wh.Aien tle:ir 

.inomCs exceed thl costs of tlheir crudit ' r,ti ni. 

The b sic me tiodology for tie study w r v da l,.I 'oisu tt Ai.'i L.II 

il S itli.j)Il:-; :lmd individuac tls5rt:)r2 t'iiot iret l m nst , il tnL Nil , M( MUlMill 0,-; 

the aigri c "I r. .l I i s '-'Vs um (see I ist iinAppI d i:: IBof L; it R p rt) , anni ,s is 

of accouO ting and other staitist Ical data , and revi ew W i N umihr ol previous 

studies and o.reports on the Zalal).niil eLonom.y in genetra In on theper i odical 

gricult:ural and Fiancial. scctors in pa rticular. 

Ti study was conducted in Zambia during the priod Maoy .16 L .Juie 

1.1, 1983. 
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MAI N 	FIIND INS: 

1. 	 The financing recquirements f 'r ;agricuilture, includin, Wie input siippl v 

a.uid coinmnidi .LV marketiOLi ,ngsystems, arc very large. Basd on nLpnlt evol: 

andi~chexi.;t ig con t tmn~ Lh. iane rejLi relain i o , Lug Ls fo cropsi on(.! 

iivestock p,odtct.Lonl ;l.onu arc esLimiatld to have bee'n h9i hillion during, 

the 1981/82 produt loll season. The requlremnLnts ol the ; ,ctulLural 

prlast; Lals M.:e'xisting eL.i.ciuncy leveils opera.tion oulof 	 od ddd,otlur 

K42 millon. Cap it 	 in the secion 1. expansion tor would inc-rease I-inarjn, 

reqIn. 'mentLis eve Uine iute . 

2. \ 	 5n1Stanil capCaitv exists Cor partly seLf-I lenriig curn~ft Iproduion. 

At the ,g,rtLe fevl, the ratio of seull-Iinanci.n, out of financial ,Savi ,s 

anrid Ieso'rce rIe:AuL'fV appears to bv in viciniLv of 63the per cu I . 3Irv. 

resi lts for smi 	 f rLmes in the sLtLern Province indicate S hi-FI nNnlw'' 

ratios of 77 per centL. Field i ntervi eWS alIso uncovered evidenee [ha I 

emnelrgent esimmercial Farmers have Se_1. I--llinanuid si t'pII t] t':xp(..ndi inre.-; 

(KHilO -J'0Ou ) . The :xistencc f a :apNciL, for -;,If-f inn.g. :i 1 :Ijw

that in IIhav: cases tLhc current: practice of lOth ealimating (:c'r.ci l dmnd ::1 

of providing credit on the assnumption [flat tIere is no seJf-fin;nHcins, 

capacitv is unjiustified . Credit subI.id. ,'s Lhrouq,h the prcLwiCe o'
 

niega;tive real loain rites oh intrest 
 ha eilioiirag'e( utr-Maj 1cu onl 

creditL in preference .iI;incin' Theto self-- . real rNe of interest oil 

;gric'.ultural loans was negive 3 pur cent in IP);'" 



ii 

(v) 

3. RItra i /iav in ,,. a' nut iinco.n uq unit:W , runt riry Lu ,'htitnuon1)I. ol 

: Nilli. It Nppt):irs-, tLat cons W atiltIc SiJV 1 s x is L inu Lhe Ii o -m ricur ' 

in a 1 (, 11 r("; " f ma L L I ' , . oL I r m stn r c rut.'s . 1 also:; r O u
 

s'avi ng,,s .ir,- so,',m
, i us diw,cut d into lnInla',licultur"l'; lpurs;uiL_, 
 hv the, 

I Irill.i , o '!:111i L':. A prLme -'eqi i r'm Lt'ii is Lo iipr v . tli ' mwt.ll m- i
inii , 

W PM'll[von: 
 I ,r-cihanne II ing*' savings,,: into h l'iFI W 1'1i":te r.mp di A r 1us; iI 

order tu iupruv.' the su Lnii ifFfit Lency olf rural:sa'inis. Tlis w-.' dwo 


involv.i a in
, incr,., u depusit: i.1.it ies in rura. distr ct.; as wel] ,us
 

the p,,i'i'it of pusit.Live real rates uf Mnterest: in sav;ing and Limse d'p:;is. 

\ L Vtl-, ,prus,, -: I 1 ba t ki ic hes ;ar' maili nnii u n :i and riural L owl, 

and ,ial 
 r ateis t( i':t.:s t range i).Lwu . .ga L.11y' I Per "".u[of .nteresL 

;And 

li.Utpiv t.,P p r Cu'L. 

Insufl icip.L, :iv,Wilab.Lility uf forei gn ec:-:.-i:pnt,, :Lis been ;A m r, n' t:;raint 

on the t',nricultur1a sector, wiich i; Aci orded 
a lw l-rj. riLv ratiun' , tM . 
f:oreign oxc:¢hang,, ,:l c"ioL n authorM .i,, 
P'aradox-ica,.lly:. Lh 
 F-oreign,
 

t isis s r v A hi'u reii-cface't ol[ massH:-iVv. f i 
t hetiti ma- onIisaLti ciAn in Pn ~p rsdebt. pn;yMUl S- 'gn.'.J, / )hl iial-uLs|. equal to 6h 

in I 
]pur 'cent[ ol
 

export us cii'. '.,'si I 982, can be substauia Ly rul Iljvud by food import-

sulbsti.Lutiona nd Iy the rev 
iw L,ol a' r'ri aculLurilu:p rL;.
 

Tie du l d Cur ,i-,ricultural. credit: ha~s 
beLen iten arged b,' wr.liu ,ss ilt 

pricing p ilc ieus,,and pam nnts primicos,. :I Y S'tMi .A itU; by thie' 

commrcial[ 
 seem
O h . LIo demand cre'd i t 
 -Lr
W W to h , ullI.d) as
 



(vi) 

StUP PIVi-T- it;I I .ii Oliit: granLs. ilotiiii IUlnuconom )l,[ratiny margins or1 in put1 

o 1/ )! x't i i[ -;( ll r < " li ic Li,.ljir , 1 t): < .(; ;iSV i f! 51 'i i j til I ( ltj;('i' hctiH. 

0 i) r d it,; ';liO; of ii:; L IIA ori l itiiil : ii .u"i: I i l n. I a eiils l It*" 

addI.tion, crop pa ''Inc s an otl. i Lu IioI pA c\t s Lo pt ili rr an the 

Imi kti n', w Lc'lrrisr 1 arc Ltpicalll Ing dl. ay Vt;;ti ingiru inl f" l llii 

gaps wh iii hive L he mL I)v crud iL. 

6. The !in sflourcest; f ;Igr jt ,l tLurli creditU arc the comriCjal baiksni- d t 

Ari clri tr: l i lance(t! lX)i ill l cd wCli icl sulile itd 1( ti rtnt ,nd V5 

pir ctnt uspect i vt:l\, af Lotla agriti Ilral crt lt id 19 81/82. (:cedit is 

also )rtv I b-, the D lt:ulie'tl)liilt Bank l /.imlija , [it (UtLMI "lliisni

(tilp"Iiy alnd tIic L:c ra Livc tireW AdiIa_LL Schemelt'. NLB .i np i; I.non Iou L tlie 

ili; li ltu )I - inforl creiliL Lri;lniatt.ins, tlitgli I Iic' (v' t ll v sat

ruiri;al murctl h;I it:,. flTcrc isi a k-sind ol i; I. Itutni JI nl 'idliz u io.Ai mongtuuui Lih 

s ct)lit.<s; icrtiti T.h.' omi r:tlcui lnk iili m l theitt c -mu c il
'tti;i Iiua 5.v 

farmet'irsl . 'lhiIe AlM: tilds Lu IIuetiim .ti(an s m l l s ,lt I , Im .; ti- l I :;, w ilei 

the Cup a)t-:ilyve Credit Sc:hl t ii.es e ,;i i scalea Iu tslcst-',malfarIu . 

7. F'.slierl.c-; and liv L ck pro ctlcLion reccive; pruptrL-J' nli l Iv le'ss- crodi.t. 

Lhan is; :i.rr;intd b W ii p- i afTit (Iii; ith h-,ss ct i- in LuLa l agriculturN I 

prdt ic lnii, thue Lf it- iclcy of puil I y And I i u-li prl 'tI:;A,;a i- I-(t! tf 

plotc i , and Seu t-tnt-i ain lc iI i it i; Iprunt rIVus - of animal 

tiraft poer., 



(v.i. I) 

lii l t-. t Ip[I).Iy an(I cm)iiod Ly ma;i I e in g par tiI 
 al s an Well, as; th cooperti -ve 
,union.s 
,o:zpwriunca,coni;derabt!le difficuilties: inl i~ot ingl, c:rudil wicho Mt 

uI Vt I'r i -, t l .I ill[ Co.;, Til i i no- d h t) aniy qu ;nlId i 5Pt i i 1, Ic mn L 

Of t !; :;uh-t;C,c' L r but .iu wLSd is- th e r,u l L of .its d.is;ma l I re'l 

pui- Cor lt ... (p 'erationali t. inuff i ,_;, unrumuluuil iv p rgiual,rat icea , 
i.rr'g'F, rp;,'ts M U.LL[onl pay",l/t.UlL-S, and uns,'-tale~,buld t rv s;ubs'-idlies- have W tl, 

lmo:st ,enterprises, in thils sub-s-;cc~or "nu, di~ t-whtly, Nh'L [,, ;.,oullru'd 

are "ot spac,,ial cre.dit faclc~ ities hu.t pric'ingV :and~ other, ,purmclon
 

rt2 )-fl-s to .. t: 
 lI)[ i-;h tl.,- d-iiL-hu;iirj ,, o,:icapac.1; I Lh se unLturprix,-.:. 

9 ]['Interest. ItCs alre set hY ]t.Blink of 1:.Zaia) Nomin;[ l quote(d rates of 

int_,rust on du sliLs and loans have tended to bu rigid, and Lou low 

relaLiVe to the rate of inla'tTionl. Real quoLed ratus of in-tresL have. 

t'll~itqtt_ Il ,, h o nlu.u l', [ Ve, No'nI-ilIn t-ru ;I ]loanl chari,,cs': -lld !;ume~t ]lull 

p]"Iit V-c-,;s ha ;: caiel d M u vet loan LniLer;s ras- t o betL i ieiur tlhan 

qtioucd rates v as unch as 2 per celL for cjmmllr,i-ia bgaLks, 5.7 per {cu nt 

for the AFC, and 5 pr cent For thu CS. Agricultural oa rlN 01 tofite 


.re 
2 per ccut. u, pointsl ower thani thjose. on un-agricliII'Lural iudi t . Ii 

htddjtir 
 to iisuoura , Lu, f:in:ncial 'savings and also discouraging sell-

In ino f a gricult urall producti on, 1 Iici.es "l n Iat ive run! ra.vs A 

in t -r;t hav , i:sud r.1eorcetii a 1II o l i;t iCv'byic-I i i'lI'' -:-; ,LAIocncv 
 .ninig 

tinanc A I !;ill 'Oli-t.l ThIe rl'i .nu ol ieit ive Itu5 ofr . Fl i; ituy rcu L Oin 

.t)-osed SiiStln Lil. capital losses on finacIal ,:ivers (in te order of: 

(8 nillion in 1982 for bink depositors) and has conl-tiid suba;ntiatl 

http:Ip[I).Iy
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ncome subiieis on credli t c lplLILs. Bucrusv many low 1income ind1ivi duni 

arc s vplr-'lwhi lu, un1 I few and ela
2 a. 1,' y weal thLy iIdlividua ls;NI-P bur- nwurs, 

neogativ P' ra .tesof inturuc:L lave incrU,,ased ilcome, in..lillt
i i V in! ,:ll iQl. 

L.O, nL2s-;: raw sprads, i.e. t.ie di.flcrunc. beLwci .inLrL't costs of ftds 

,1n1d intere : ruLturl' On loan11s, [haVe l)teni lan.jsll lIC IIit to co.Ver 

adinilstr:t icon costs and risk costs in the crudiL pxrliasi AMIS aid ic CCS, 

vun 
A llwing ,, tlWe reldut.tion of risk cost s; to ;ltcceptaleI lev -s. M.Ih 

i 98 our c uL ! el cvu rawtc'cc anid exi sL' loan id-i-s-siiLi-ing i co[s L -A. 

interest spre,.d .ti lhav to bu at Least 12 per cenit ITor the :\( Siltd tt
 

least 8 per wen for Cooperaivte (Ctedit chlim'.(iLe Inadequate MinLurps; 

rawt spiwtds i \w ron;ulted in Se'iotus op)eralt-.tIng ots5 .;by' Litit:l.L
 

psi lasw l. a a
an and orresdl na irn_ dejnden c ibd s ,\r'in1 L 5,  l Iu{ [tol.s, 

aldt In;Iv lhiiv, d LerL. tlie crillli 171l> bi-ks- fFlli j iWlll 'ill.' u ailery'ulnt 

colllhlIcj Itc'iNt] I Fier. 

11. Tlere- 1H :cup'c f furtlher in erl2. Isc siIl olinalin 1 
 iL us.. of illte(i., M erst 

cos11ts a11"iS swt-II5 1 Ci'l)o ro lon ) r)i'oductl n cost-t;s (in" ll , I LiSn 10) i

ca intforelar,e r i o ' anncs(Ic o siLde raly ll Uss 0 il i LI Icet f or snal 

farmers .l~.;v'hio:se o~f crei~c(i, t.) finniing.lii'nit~o 
 r'uqti itmtvl is,< nv;n;r'iv tN;lt
 

tlil of !:l-, Ii (farmers).e-;). onseqtlycl 
 , evel a dhii lI iii,, o cIt ent ninallili 

-Loan rtes uof in1ter es1:-twouldn I)tI. ,i ilii-ic.lil LI y ledlute l ' l i t lor
raise 

produc'Lr pIL ces. ;Inst(wad,IproiduCLion lay ris eo, afI ter N ;htlfi I:g, in 

respolnt' 10 iill'Oeelu1101tsove end ill Iip crydit svtLi L l. 

http:finniing.li


12. Th u cred :t paras taLala I s have very high lan i i ni: -t.rat:iin (or Ioan 

tiransactions) costs. 'l'lesL' add cons diderl. y to ovralt l ]lending co,'sts01. 'Thw 

AFC.. ons costs dWi.g L,982/8i -rsacL acco.u1n eng'J('rowr100 K(. 

or 1.0.5 p.r con pc.r . A !LnLi. 'lThis compa e i ih;5.'6i.6.5 pi r ('ent 0',r 

tle (,oopC'r: t: ve (re dL " M en , ndeiLn ld.es s f o ' h co mmi rcii al'i I fi . 

HIijt,g L-r;iLLt ; o; .; ci.so S itOan Lhrt hebriIk-uvc'n l an raLn of interst or 

alternativelyv pit pressure on the finlanci;l 'iia LItv ni telic'r ,dit: prnigr, . 

l'Or 1. ..\]Ai(: L)L0 i)]'eake'uV Wi L 1Ii au S,-;illd.1 11 L1i1.i 'ate c'I" CiwH L 

intrel stV o -;i u Kinds c'(jli.i to I0. p.r 'clL. alld a luau rate of fiitc'r't 

sot at 1 arV c"t , t!I,:L SicLii,,S C ' S s:; oi.uld no(t c'c:;cclud I.55 Do,.r cent, 

tiha it. s-;,, 0;r,-n(I '.' r ilL I.W as Lita ln e cu rnitll I tii f.L ania tiio ; .os t; 

per Kwaci;ih lIoiL. I t. is a oi'csliaiVy I Lii r scin[ s cost so;[- i'i r i I 

w ith ii t ii, cred it ia. t:;Ia l,lta . ,Sinc,.e I 'rgu' .-sa, tl.; ',,e 'l i1' ' Q "l'f;f' InI 

111"111V U 11, on I II i k[: h)lali. l'] fI]r i.u ,. NIl.nd sill'. I 1 u A(;li' fl't t I1 lt. Vd dua .i I'ana rp m o 

C hiUS.'St-Cor i ,., per ini L transac L Ons cost v , Lihiow u arc L iv. mn j'r arun,,, 

13. i Inr re'iicl i I i 1)ll ( I iq lci icy 1) ,Ims t onil rin LiL ei lit.N r uii Li i i"UI r rc 

sy stitem. 'iulic A,,C's loan dl'Jiquenc:y 'atLe ''as .;ppi'ti>jim i ,teiy53 per cent .ili 

1981 and 39 per cunt in 192. Thu CattL e Finaiice copiny has experieIced 

se lrius diffleiau tue- .in recovering loan:;. The YN;,. has a 1 per conc Wlan 

del inqunic' ral' in a good year, :l( h.'[rc'ii /ta) i and r40t p)r cnti 59 pr i lc 

ini had y''rs. The CoupeoraL.ivu, C rO;dil Scit m,o whiich is pu.t I. y fIiancei('cd 

by the governmeniitL- curri ly averages a 28 per7 on lan':ll dcili ii.eiicV rae(. 
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Thei cost of thiis high incidence ofl oan1 do.inquoiiry are~ :ct [ein ' 

budnouto Weo crediLut insALi~ois. For theo * lstAFC Jioani deinqecijiti'. 

per[lciin b)( ! . I' ) Pcih -9 p - coI~iio ll d i ;lt i uiilli.ll-;. ]vo- Li:I iuo t.r- t iv, 

cr[i o cp c-soil. iacvdu. withi schi I i( higli (i iul L costs,. n creitti
 

inst [ituio iii 
 i ke' the Al woI d hliive to hluiitup u iti- ic " n Iprs M Ii
Wan e 

inteitost just Lo( I)Eouckc'vun and rincvi ani onugoing credit. iootcurii 

L C c if' I Y ; Li Li l - etloiaCii iuo n lcy toto
is osso t ibl; plli-pmaag eaiJ' r I ,,tI:;. 

14. Zambia)lii)LI t' it;armrisf i for7 ilUltlbr ci n)be o _ sf, . Thu(cn-; iii:] ud inidtci t:l .l l 


p)rodu c ai1:;V Iliiimarg insliic dt
dtc tLc, pcic LY _o lwh ayy., iire doli'. in i.iWays 


pciymelIi L s wh c 'ause iatLe re'pymnit: of ic ni - . )Lhioi: r:ccit;iii1- in"iz o hia 

ra[ nsa5 cti inni s oc.; . ; IilsliL t oni btorrowe vs t ii ough l ngt aIn'n d o;st I 

'Ic I ci',vs in Ii l ircesi; I ng andU .olPu iitiL , adtis f pii o cili i u * O-uioi I I. iwc .. 

15. W ikonussiv ; ini L ,I i-tsc lpp g at -" yc; i I, mo ni1ori !r ss t 1 i1 

tihe2 
c-ooi i.t Iicil' ; citci Is il' ci iiiO.jO.)e" reai l i 0 lioo '1H'r)\o i'v. o Ima iiinOf 

ii 17tI )l 111,1i CR . ci P)Lc, ii, lavL' IIl M d ) i v]V (i ii lackctll ('i*icilt i i I sI 

Inur.-it.ec;.nI" ictci l farmingi tyl biil cutA o s tPi,1 ic Isf , r). to 

Lo:., andt , tir i. ; wolstis scaile of oiltp L ici Iio isc- o iiIm.to L(i ''L icI to' 

aidequa'teci 'tcaliciymit 'iiv t/-piyo .y, in tlhese- kinds of r:i.l-,, L.' r ici l ssfs1Ncn-c 'ii rt 

wILii pr[od ~ainL10i on d mci itoLi.i , ori*I svci I g i0Ls or suibs~idies-, [ra t'e Matliii 

t[elit , ir' neededotl. It is aiwak es;; ill cted it /ioji i tl auLn[oil not to) 

5':],' s : i i f ct i i ; i lt-o. c i. sl. dci' i . I c.i t . . 1ii1 i l ' tI , ; '' ;c-c t : i; L i I ' i c; fi I) 

'n id I c itni,,,ioy c n cpp 1 c.iiito .o .ii a t c-c pl Vclti: (o l i S L i;,!- i l *d:-.i- t, 

Yiuihiiitics, piresent ciffil . aiiid oni thiiri 'iii-I c-si ii1,rii~n' -
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16. With respect to Loan monitoring, the main weakness is 
Lhe viirtaul absence 

of any monitoriig of loan use and of cha:sL; in the loan ulistomer's f-irincial. 

and p roduct lo~n :; itiaLionl afILte 7 thu o'in hI;I.; hie ll io 5 j. 'li_ I(,'i11 

recov rV svstmIi for .Olln;prodtucti on Loans (li 1'l-; [Lit c.i tics] dL U(Ct Of 

entrust ing Lhc 1uncL ions oi loan !7uov."y Lto synci o .1ike the coopuritlive 

Imarketing on js:; that are thLem:selves not- inanciallv nor lu:rallyIBMIish 

to t hode '2 al:u s.'d i ;c.ei iu This- scpiralI ;on oi duties and finan Lial 

respoi sQihi.U ity violaKts a fiiidiuucnital ma:im o crudit administratitn, 

naly.thit luni[bing aut hit, and Qcoo\ ru:5"sponsihilit, should go 

togeLt. Thuo N;nc V Lhlt is responsible ior UXLtiSioin ol credit slould 

be resposi:;blue for tLcl coction o- tlh loan. 

17. Loan del.inquency is due also to borrowe:s' perceptiol tlt loan contr;Lcts 

are not eniorcun.'ile. Tlhere i .istti col itaeral availahl e fur
 

production and capita.l investment 
loans, partly )clt se of ZaIbi an I and 

law a id pojlicy. A ;Asa coIIsequence, tLhre is liUtl that the len(dr can 

repos:sess iin c:isc; oi loaii dufJa"IIt. Furthermore , pelips parL Iv bhcalusc 

of the Vi.rtul I ahscaiu F ro)i l ilsabh colI.tlur.l, tAw par asLata I :crodit 

institLtiions do not Aggress ively plr suo lcgal. Sc Ljon apainJl. deunltv,'s. 

18. A reliteCd conplicaLtion of over-r;iding iimpiloltance is Lh Iotentiil foar
 

political OLterfurence with credit dci isions and Laun contract enij01npcl' .
 

Rightlv or wrongly, both borr!owers arid credit ulfi*lr.s in tiem privat, nsnd 

the publ. ic .Suc Lorl pcru-ivc polit ical floifoo::; il;s[fsunl. ili, p a stt 

iendirit tdci..'sioiis and loan Lou.e r nrrmnii. iuohli;.ourBoth rou 


and cred(1it administratLion ref leut 
 tMuse purupL ions. 
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19. As a result of limited enforceability of loan cont ract
s and of credit 

behaviour modifled by tLe ILMdci hat pol itics determines tle alloca t.ion 
and repiaymet of government crdiL funds, i "grants syndrome.",i e 

nuttitudes and bhip<i'.uir hascd on lit Oli that iunidE disbuirscdvby credit , 


paris Cat;als arc not: nCended Lo be ra pa id and are 1!i17. or:grantCs not 

loans, peirmeatas the public sector componentl of Che 'gricultural 

credit system. 

20. Witlhin reasonable bounds, ag.M Cu ral. c red it a gencries can minimise 

their tranan1cCions costs, miii.nmi.ise crcdit r is Icsk, reduce loai
 

delinquency costs, a.ici 
 mprove operatClog ing; by loan portJo:io 

diversif catLoiWa:nd bV ruqtif iig;i Liri loan stoliers pri cliase c rop 

insurance. Because Lransac Lons costs va fv amlong; B 1.Urent s:izes~ ol 

lOLIIIs, lie poten~tial c':Jists for icliei.v cross-.su sidiza:i Lon and )utt: 

operating marginsLby a careful La)lancing of the loans portfoi]o btleWnO 

small.], meiuml larige larmers.,11and sca L.e By choosinJig a laii> of varioius 

crop and liveoc- ,k ent erplrlse.-s and by divo--ifyi ig ,eogripliica IxIy, cfcti C 

institutions can miimi[0 . credi, r.isks On Co 1toi jci ros or mNrkfI:tjLilnft 

problcens. (r'op in1su-ailcelarail e tgu arm ilicomg Lees ome in th1tVient oI

perils cased L fire and weatliei: conid itions and .licuruby protctCs Che 

lender's capiCal. Block Ilonais to coopeaL'ivcu un ion; for rIlondin 

to I ,ciallII b Iso tsIlns bo l f'tjrs can aa sac 1ctnc< l: c i-s wIst lec 

imiiprovi.ng, ciedi apr,iI)pi'tiisal and lti ruc v\i , p rlft~clilimiiic. 

http:imiiprovi.ng
http:cross-.su
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21. Unlike the commercial banks "whiijch ar, fououd throu.hI local privatn 

savins, A:u c:rudit prasta:.LIs and the C(opcra: ',,Cred:it Schmo rel]v 

heal IVly o i ,cal qvc rnn n I ..,j.'.ii :hti ',; of funds. TdV 

conseukm
(n;H* nI iregulIarity''. in rsi-'u 511W. Lruioi -, 

izs:'t]'iCtr iLonoi ('cr : ) rt-l .io choice and .intcrt; r L, pr im' nolicies, 

inani i.t,' of Lhe crecd.it a;!geni(:es LIo dIrive thlulot' iOfrmvaLMiA;j 

ndvmranc'a . :,'eiaoL. \:.j;.l hile r)roVLsion of s''i.-g:: l id pus f.: i. Lies 

to Ioan cunowrs;, and les(5scopet for I LtPrri i-J:Isa1 '.Lif 

Fumr Lha~rmr re a iqufr IO has ini soma;,WsHLa~, ru1:'i It e in nnor n 

for -Ln Y'".i.sf.. 'r h'frming C'OMi.iW L of
g I :'L.i:i - is:S le: . 'IW SW& ]O Ul':S ,r']!:it 

A M' : ;; ri '::e hciangu' risks on WIan cusL-l:o'm , e.g. til' MIiI's 

IND.I Fundadt. frNi-n,,di,, w.heat credfit tLranh.cW:,l~ve 
 lsslnl. cy.p,.rfunced
 

I III'L)u '! tiud ; 'LInd lieu. Lru t Wn d-sp i w ut W i Sru i tN I boncl 1 W 

to, c diriv,:2 frow;l the c;arl!u crheduxp:ditire.:;. A :;ith:ume wherbb'. thIit, 

ahJ' L APLending M InP; Ml! ,i,]- /P; H OWt. govurnmaull ,liabsorblllhllt lh]1e f,:,ruign
 

Id b.,
'. :>,z-: U uc , vailuable JIli iivmen t 

alnIo
I. The mos. fnamii nt<i recommendat ions in LiltRepo rtUperL a in to the 

instituLWLuA. istructure of lihe rural credit sysLmii. I L i proposed thaL 

the AFC hi w I Mciinatied and Lhat Lhe d irct airic lilIt ira I crLdi L 

a'ctivitiis ,f tLIe C"C,, DBZ, ZSIC and ot:, a; Nuli Lrns ic.lL or partial 

agricl, Iturc;iL l.enders cease. Thu ZADB slrim d become ui)pra tiinal]. 

http:Y'".i.sf
http:crecd.it
http:throu.hI


(xiv) 

2. The prefcr.red strucLure recomimendeccd woli Ivuae tLhreea componont:L 

(1) rat .vr droLL0 Sche.clsme, c, willI)be Iunded by savings 

direc t I A iA d from, 'tira I Aud vjd s;aand the coo Ii aItje 
LauI 

. ill]ioins, biV 

b lock loins:; ohbcais romucd fT hie ZADB, and by bMock JrJill,, 01bLainud from 

ZCF ;'in ani ,l Ser"v.ices Limited. lie CS vwou.d I;,rv pr ime respons I) ].i.lty 

for sorv ic.nZh tradiLilna aand eme'gen t fariC.rs. 

(2) '['ie Connecria. Banks which will1e fun ded by savings direct] 

mobilised froM Lhu nat.ional communliLy at large, and by loans from 

Z.\DB. The com;eLrcial hnks willba have primp ru,;ponsiLbi.Lty for siprvic.inv 

large scalYe ouuerliii If iarmersand cie Inlority o1 a t m -:ale..I] andi mod i 

commerca I. -rucrs . Their lunding from tLe ZA/DB will he sprA ]li 

arg tteol to the Iatter groul) . 

(3) The ZADB whose functLions wil.t preclude direct l.endinlg to agr icultural 

producers, but includos loans to input s;upp.l.ier3 and ma r.eui ng agenc ies. 

The prOnr fu ct:.ion of the Z.DHW in rlaLion to farmers would le to 

provide block loans to An eCoopurvc CYCrldit cl iiI and he commerc ia] 

banks. 
 t would assist tL',d.L:ijal oid omergunL 'ers not direcily, 

but ind~i remly: 1h-o:.,;tihrug 
 ltunding mechanism.
 

The ma:in advantage s of structurethi s a re Lhe s.[g!E Iic ,:lvings n 

loan t-ausnc ions costs for b,,loth crict nsLitioniols ntid loan uustottlci; 

that result from the denionstratod supeior cost--eflfecliveiess of Liie C(.S 

http:fariC.rs
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and the commercial, banks and Lhe rudtctLon of dul.inquuncy c ost,s as a 

result of better loan admin.i strntion, c s) ec.ia.lly inI the areas of credit 

ap)i lr sa I aid (Ontract enorce:m nintl, andlt1 a 1s a.'o a t Su] L oI Lhe 

avolidance o Che 'grin-s syididroii. 

3. If thii Vs preferred ins.LLu ion l,. sLtlrctlre .is decimed lpo) it-i] ly 

U1a cceptbL) y th gvernment, then the Rport ri ommi:inds seonCHd 

best alternative striutLure in which onl\, hue three components 

identif Led in the preferred structuir ie; t: , but- in which in addition 

to its bloc:k Lending to thu CCS, the ZAi) diruc.,LLy on lends to farm 

I'ro(hu.ers. observance inrjn
of uei:ta:lu oert nis~tional and ope rti onil 

guide lines is essu.n Ia]. for th success of tie ZA)DB in iMe Me.l of direct 

lender to f irmers.rs These nay be b1irc ly l i MLud as: (L) c'EilnrustinenLt of thu 

res)onsii il ity,' of IneuVuig' AM('s overdu lle il " Nn agec yL ih Li thanu1 

tile ZADl) ; (:i) the 7.AB's Freedom to s lect only the most- suitable aind 

nooedud s.tif IFrom tuCe AM's pinesent: porlsonuL , (.iM.i) L.in. /.d)BDs absorpl:;oilo 

of onlv Vi oIr tent LaillI vviable .\'. d is li t li Ice ;(iv) non

provision W1 F..t.ili ;N.:S;,Ltaiice servics iAy >1.\h1 ; (v) the oetal, I illhmen 

of stroi'11 creldi , andappraisal loan lfl'ii itorL;.; and recovery systeims; and 

(vi) impl unentaL on of cred ip licies which eiiphasize loan portfoli o 

diversifical-ion, crop L.;tsrilace, borrower's cotnLerpariti linincin';, 

and re;':.---,'ln !'in pir L ir., 

4. PMuch more omprirR Lr.i i nowled-., is re(luireod in a number of2 d1cir': -ior-mkiii 

areas than is pesont:Lv a'v,'liable. The Riiolot recommends thore top ics'

for early ,avestijat ion. These are (i) Effi'.ciency in Crudit 
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Utilization and Impact of Interest Rates on CrediA Use and Output; 

(ii) Farm Liquidity, Interna FIn':icl;, Potujt,i:AJ, and Demand fol: Credit; 

(:i..) Esti[matLon Borrowin,, Cuostsdii,-nsCtsof (o:ol 

The first sLudy would help to provide :nswers to cri[tical issues; 

such as whIether credit should be allocated more to sjmait l than to 

1larg e fat rms , the relat±ve productivity of addikLioinal fulds for 

different types aod sizes of farlms, an( Chule.ikely re sponse of farmers 

to chang.,es in the l.vel of intereAL raites. The second studv would 

ass.Lit Lu ' tiiingi Lhe 1.finlncing IIedLs and credLt demands of till& 

agr1. LI Icu, I l. prodi C sectr Tr, i woulcd estalb lsil level" 1 iOn L htlii study tile 

and lhe sLtcuLire ) lending costs for various types A ci.red it 

inst .t:ions and lh, .Ievel. and structLurle of borrowin, cost ior 

diiffr'nt: si ze fItr1., With this; informaLMoloaani I yLii bais 

would be availabl, Lor lproving the perltomilwo of crdit in,lssi t ions 

and for mod if\'ilg the stYIcLurc o fl W;l ' i.-Ilorl: A'ludit systLm. 



INTROIICI'I ON: 

'Te;g;ricultural economy of Zambia Ias sLIagnatcd in recent years
 

as a result of unlfavourable weather 
 condiions, indcquaLu investments 

in rural inr: Lrueture, p)rofens in ehplc)emllnti and d(1] LribuLon of 

"
inputs and p'roduc.qs, iaLdeqli te pr '[c iIcnILvIe.'.s tlougt,,Ihour 1th1 protclitt'Lion 

and li kt'L i 'm 'IHltcIL en,,'"ourage'.lu! llod :tiv itv and telci i nlLcy, and I on tLcd 

and :iiw-ictfuLiivL' ruseh; ixtnlnitu i Vi ofnlldte.cl ac .ic:;. Poll ImI s inadut.( lI' 

fore i ',in :: rii g ;u;a 'Cc , L toO Inclamian oLi otII Ltip l illheLI c.ouIlIt' i l1 In
this 

heavily import d(.)tpenoLunit c'oulltry, parLticuftar ly in recent years witI 

dec lining cOp)e2r ,Lnd cobal t uxporL volulLe aild world i 1)1>'ic. 

dlny have Cxprssd concerln LiiL the alajlfl) Li it y At cred!iL in aI at) 

a constraint on agriultuirl]. productiOll anll roductivli. .in Zambia. Ati, 

credit is onIy Onurce of funds to f lil iW; prodlc . ievc,nLivi Lies; 

additional funds .in some cases i gn .ll p rIpI L'id a aii o1) IofIhiinds 

to finanec ai niculura p riLduction Uo1s.'h l :;:IV iii's -- S. Fi lauie', 

The 'tlFprpo c of is ivtua tIuL :Le I p'r isi epoirtitlL to iI illnlit'AIiln.,I I clll:; ald 

opporLUn.it L's lI *gtllIIIi..'1ii :QgZim licuuL' nLc I II"d l I lorodiuct ion, inputg 


procu rement aild prodiuct IiI:rkLLci ,LvivLi s. OurI lllluwork will OneCbe 


ain: rl
of L La., IntL'llediition - teL il\vlllnt oI Fnmlilds 10Iil savers to 

borrowers.F -- nlot jiusL LhlIL of creditLextension. 

http:opporLUn.it
http:ourage'.lu
http:p'roduc.qs


Furthermore, tihe fr;imework will eps-:plici:ty rec, gnie that an important source 

of funds to I innce .individual puduction or mar' ting firems is .intvrrna lv
 

generated savins. This concept 
 of sel f-F1inanciig as not been -I-plic:it V
 

recogiised in previos
mos.L sLudi s of the [inj ii pirolemis of- Zam.ian
 

agriculture. In .Alt it appears that, 
 pnrt iculNl ]iy witL torespect seasonal 

conc elcredit, the p init:e fi nal.inancianal is niot a well IdLerstood comiiponen(lt
 

of the lending and 
 credit pol icies ofL mostLfin:nia la [istitotLions that
 

provide futnds lin
Vo 7! agri culLLii re . 1lhe n will:inl l,.si; alsa u l.:ize the wel 

accepted ronc ptfor vpr Inat .0:1', the perForiiaHlnl of f i ianc a L intermel irips 

the concel)ts of 9_l* iciernc and Ie'iSOlilabi riiis: ,! ion costs, matchin F t hr 

matur itv stLru'Luru. ortl. t I h lo'ainsK o the borroe'.l.s leeds, liitching theof 

size of loan of tie bIrrower's rei-remeintsl, the level of d Q :0is [hror 

rveviverv rate, aii th:ie avai.lab .itity of credi it funds wlieii teiy, a rc i iled 

by the Ix)Orrowue . 

A lction IfI o the report provides an overvi w of the cotemali gnar 

structure ind recent )et I olrlance of the Zambian economy, wtli spec iaI 

attention t-o the .'., ricultural sector. Tlie soirc's of cirdit fIir ag ricunIltute 

are theni in ActLo tIidntIil llowng ii nifi.. The se t .is.iss.s Ihe 

central pil ) I ens a d iSueS Ol Ilanlcing agr icult ure ini imbmi;i . [lese 

include theiinfi ncing requii-eilents ol tie sect or, the degree I internal 

fina n ci ii, p esibIer, ci.'edit impl ica Ltiois of commod i t-y mla rketi, pracLices 

ind pr iing iccil i r and ri7sk;IK s-"ionu ic -havioutr of L riler:;. 
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Section IV al-so examine's; intecrest rate practices and p()1lI:ies, uosts o! 

lending a1nd horrowing Lncluding transactions costs: and tihe vosts of 1on.;r 

del nquenL c, , c rd I Lai )1)raisal , poritfol o dilve rs i Leation, andl the fund ing 

of ag rOIL.tur.l ro''crdcit irist[tut ionirs. S ction V plroposes a prueITrrci 

strouture of th, Zamb ian ag.LlL.t toral crdit SyS Len, as; wll assugges ts 

a second bust (or lessc prercd) NJ ll.naLLvu. lihu final suction of tie 

report Ldenthif ie: and outlL I icS t 'ure ropics for firrLiulr inves l~ Cli n,. 



- 4

[I. OVERVIE ! n1 Z.\A>TAN ECO)NOMY:
 

Several rcnt stud ies and reporvs provide ,uduqU:,et.,. duscriptzions 

of the sLtIcti.. ofl the ,mbi.an (U.g. o[,od St rZ'a economy, tIVe',i: id[ ,iandi 


[C0 li.,<so. t i1). Loif scTlh objec \tive is t.iou is t " prvide a brief 

review of ['LtIt Lru ,uitteIcic p)orforiaii Ce aind Lo hi llt tl ' pr,,,;I iv( rle 

of th2 age Lunii( l t-o in I.ILuvitin., the current eCo(oIIc(' probl m;.t rura sc 

I F RECENT MACH)-EC)NOMEt:C PiRsFORMA1\NCE: 

By inost lIn aI aCoiiVunt j il-Ic macroe'colnomi t-rlhtrs of: ep.i riance, the 

Zanbian econonmy has perfrimed pool y ii receintI Limes. Rea .lgrioss domcestic 

producL de(] 1.nc. d IFroi K1500 inLI.Lion in 1976 to K131 4 million :i.. L.979, and has 

onLy recovered .;] itI ..'..to K1.406 million Ripi ipop on 

annual. ,vera ii , of 1 per cit resiulLed in oven faster dee iies in real per 

capiLa (DP from K296 in 19A toL.2 ii 982. 

in 1982. ai]tL growth at an 

Good OstiiaLt..:s of lie unnipl ov-

Ilint ra are not av: ilnb lu, bi i lc'iili:;tzi St C iindid ca tatlia: i8 Ihiu di 

persons (28 per cent oi the labour force) wore nuimpl yid in 1976. Given ;hor 

orce growth :id lhe gene LIfa 11in domes Lc ot t ,.L is a Itos: cur taioL l)iL i1<at 

the level and Ilie rate of u neimployient li 1.982 ti (to:iiining 1976.uncd d ho; ) in 

InlaLion ratos a[so uin sharply 9 pCi vnt per :Nieuin in 197rased from 

to I8 per uct: in [976. Tlioul i the rate 01 pe ice ;.iiCi.a-;S ,.s; :of:;wa\eq'en 

sppl))re-e;(d '. aaI .b:;ytin L Lu:s:-; I ''i . '.CIprcoliC ' ; anid q.o'"-i' e tl-di,i-: 

to prlodiicers, c li.innl. I. pr.icuCU iii Iation ;iccordI ing il iiLo te , i al K U;Ltis c's 

ranged btLween W per cent a'nd 14 pcr cenut: 1et.en 19/89 ;mncld .92. 'Tie true 

rate of in lial:-ion was probably much hi igher . Sta;itilng inii 3, pri es were 
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de-contro[1ll 
 M:u't
tu some nt ire'sulting 
in ra tes of nlation raniging from
 

between 20 
to 28 per unt accordilng L inforind obsrvers.
 

Stattioy inlcrea in) routicer p~ri:ces l r u:1.,ri (utI 
 Lomr;l. c ori 


sharp illrtr laInpi.uL 


s 
lidities, 

; Il!ipl-t no! c ,'.;n iiia I I Y 


(I(1l',es1 tjO lifltl l Ilit Lu :;Nt 


. , u"cId f:astei r g owti of run I 

iply ;ppuar LO heu tleInn lu I:nituors ontriblt'jil,
 

to ctur reu o t L L jul.l
ioti. tvudi ini.ini irouducie p2 ice Ioodi,r for ta)) w;
 

such as lmlizu i crl sed b 
IV50 per cnt hr iW 1977 ,id 1982, whil.e the
 

pr ices fur roudnu',Ino t andt .. iweaL rose by L92 per runt 
aid 1(0 per c(ullt
 

respect ivelv. 
 increases ill1h " agriclltural produceitr pr .:F, in so far as theY 

reverse a u.c. c in. i;nnll i cura'tIliuI '1].ou l t:iUand SL A, l ;:llate vdi i 't t put , shlolnid 

serve L dampen luttlrvc Ktil ti 1. It is criti ci I however, ti rl'tlt.. ;ill' hli(t pil 


]i ti i.Liu Lont' 3 he in
s-5t iniij;td if slpplv gains ;lrc 
U" Ih rI fL t od jil 

rI';l:3 ll h Ict iaI pr t ow-. Iiip)tl'[ I r 1ic ; in ru I O it I-r lc, I he I O T.' 'h :itI 

1982, the in ex noving from 217 tL b95. WithI r uspect to r.:,;it -'ggi,, . ium,.l:ii 


upply inbihel:lnluie , rual (umi'lnd (measured hQi) ' itt mlptilil 
 Ilus rUCF-i c t ital
 

form1 Lion) exce.,ded real I:upply (JIN:; d t I rv ('l' piu ; imp niin ' uxp.t, ) 

iin 1976, I977, 1981 al I1 982. Iovver , isince th,; v.... ilvi n,,td.,-as invar:ialblv
 

a smal] 
 p ,prtion ol supply, ,ag',re'ate cilominl~lli d ,t\ i llll2an'cs w,u rlearly luss 

illIpor'talnt;lL in We )Lofl;V JdOdlv fiod price iporlli,t pr ices. 

ihte , 1'siii:it l i;Vci,)iiit ii;is experiect? I dcucsUriou Ia; l e fi al menYlilt p rbl)ms 

diulrinog the ti' tJ)tr .Iil 'ilF t'' lrF lo a:ot'cFFrrevi. w.eCite lt illlt. ii tI ie e leW i i];lirge, P'g. 

K542 mill i in 198)., -; is been) Liir owv -511 p-uo'lvlal It) 
 du.h.I i,t iclh jinc')oas-id 

from K27) nliin En 119)8 to K192 rail1 ill 19,6P
n I)n .',.,'I lio:0r. 

conLriLbuted t the tetu-l. WiS[tml', hal1cll_" vmunLsIbiico M t L-;i.U St ep (ecl inesL
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in export price,-;, particulariV tor lmitya'lx, I which accoteitod for 95 per cent of 

total Ime l'chal;ndisne *xports, depressed export per iorml1nce . l iether with 

contin uous i no'ran.;' Importprice;, an 81) pur nt duc lint in export priess l1a morL c 

between 1976 and 1982 rus;ulted in til neL barter te~rm,. o tr;lde t-ai.lng from 

to 26, Ls 92 ir:l ceit .al.1 the )lr7chsinIg lower." of46 tiat a in Zambianl exports. 

E~xporCt per:'.formancte was asi ;o band ica7pped by a rg~i i on aPn d Iiput supply p roblamsw 

withina the mini saenctor. Furthe~rmore, g [vvn the aut daIUJLitll00 of lhe
 
(O10 10:1V\ nfl ,I::s ' a" i 811 ii t o l-i ;
lmlpo 'rt; oV.aicLit !Ict .": I ,I aI pII Lo 

dult . i, ,I,:i in ( .32. in 197h) , tl re is I i LL :I;ccope flr lI --dtiflaLt all i po!rt111)01L 

res0ta:1 in t ; iA I ant II i17j0 A L onii 1 LIt:r W t -it L 11)1 in food supply. Some 

import curtNl i.lcL has ,cOl'ulro d. Rea l imllports. t i twro K26() .in 1979 to 

K196 million .982and01 imlo)rL oi ftinal dmani0d deca'se d to 21inl 1 , tile content 0 

per cent. Noniethelesso, tlhis kind of adjustmtlent stra.tegy is del i0'ient on two 

counts: tile f ilr;t 1ei) .I h, at it ha:s led to s- , iu :; siSI;t I Lv if 7.; il:iJ1i pl'd(lcl, 

goods inI Nil suIr otf.I2 tile ucaltll\ 19L11Vl InotaIt I tSIIc an 111110~ru Id ir Q, 

iolit ically unsus;ta1inale10 beclus tr thlie extrumpt ltllI' oc 1omi0: hard'ships it il)os-tes. 

The MYtinIerorllmllce-Ltndicator deallt with is the lubl.ic ex tTern;l debt. 

The Government oIl tie.ipublic c Zambia re lied Iavily n foreign loan t its 

L.o 1i eYis i ]'inef 'frts t 111 lo1:1 its i.nSt econol mic 0..;t r t:o.,. ,111l1 e::lMtl 11] ioulituru p 1I9cl' t1;

ifn tlhe . inelastic fiscal andtlliti-,ad11 i lnuing .xport 0 n11.;li i-. T110rc t o reve ,'11 

extern; ! i ,e in wasi 11 ,n, 197I) it had ris,;en to ,76(,puibl d t 1974 1 ,illfi hit b1 

mi[ tllion. us717ln: ing eve n flurl e to i 141h mil ion in I9W2. 'ile I reigtn debt 

to GiP ratlLio .s ' consequent 11cehas0 been e:trmelyl, v Ia:I ," - ') p 1 ut 11 n11 1976 a1n1 

45 per cent n I1992. Such hii,,l levels o1 dt ,bt nd Li r on-collmmit;lntlv O .. 

debt serTv ice obl igations suverisly con'tttrainl1 the usie foreign e×xch1ange en11n11 ,I . 
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Lt is est un;ited thit /ambia's. foreign duht-servicp rnL" i.e. the ratio of 

amorizttion .NIQ i ntere(st p.i'Iyiints LO :X)orts I ouls; and seric , 1l 1982 wna 

48 per C ent. T I IW Jifent of tLiesuj unor"8t il i,atg iis Mieans that onlV 1i2 

per cent of t:h, : read, 10 , level of foreign ie-change warn ,. isis ;vailaib e 

for support:ing donstLi. econeoiI C actiLvity It is not surprising in the
 

Cir7CUI5stancOs theat the CoVornmiient 
 hies tind iL necessary to r(negotiate iiiii(hi 

ef its foreign de)t.
 

KEY SEC'TRS OT FHERTi.AN1AG"RI
.ULTURE:
 

'ieasured hV their. slhre o gross dome"stic plt and umlpllili)oyment,ta rew 

sectors are )rowinunt in the economy. ''hesesector s are (1) mining, (2) 

comnuniLty, -oc ia! and personal services," (3) m nufa'tri ig, (0) agricutLure, 

livestocki iiii I f,A I;i[I1n and (5) f :inacIal iIns t itnti ls, relei s s and
 

business serviccs. To.(et1er they ;iccoun ted for 74 per cnr " 
I run! gross 

domestic product and 
71 per cent of fiormatI. employm''ent il 1981, evelolpueuts within 

these sectors have had inwill continue to have a major impact on the pwrtorMnH,,, 

of the economy. 

The mininp qector is the predoIminant sector. 
 IDspit! sltgn;itnt out.plLU :i i'< 

1976, the mining,, sector in L98] contributed 26 her cent ofI (Mal. perttil GOPI d 16 


cent of formal 
ckp i~leet . It erccouutil 1e a lmost at ofiimerchandise vz-ports. 

The importance of this sector w [tle1 lcoomlV h,,es beuI its di'vl onribuI]t ion 

to .)t-ii t unemIp ','Iilot and ftor ig;n x gel ( 1nc~lgi ie inl s. Inoliki:'s i t eil i's
 

this 
sector are a major s:ource of1 governieitit[ rv'eueslll2., aid if cierived ailnd f-inal 

Zi c LI w ieSdnd. ibed asLi d t being; del)el lndtt on tle iinin sec tor, 

alind, since c(opiper is, Li p reemiinent/Lt iini g act ivity, of I)ing L COpier-dJoltiud(oen 
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economy, Th is dopendence has had serions consoq(.bnc.s for lie country hos-e 

economic act Lvitv h:as been vutl.norle.I to intr entaitojnal price :nd domand trends
 

for copper, zi nc, lead and cobal t, [nd 
to tle \.p't l) dicLio_ pOll0- o17111a11.e of
 

Cte sector. Short fal ls .n fi.s'al I 
 '11 Vo'h Ii ing r1o11 tiii) I pOor 1m:IorcO
 

of the m.in in s.u r have 
 rosu lte.d in excessiv. dic it tinan'in,, which il
 

tulrn hi; red'l((I Lth fl 
 of rPeSOLrcos to pirodotLivu: ativictyiLant has pressured 

the bal] one .olon t 

'[he 11:011Ia'.c torli n; s ecto , wlhi:ch in 1981 g eneratel directly I1 per cent
 

of real CDP and 12 per ,n u of orml: t employmuni , has,; loit exhibi ted th ru .a(ljcitv
 

tO SubstOnLia l 
 nuanL-rV'v UIOltMt ,:l.c' I idiffiicultio; ReaIl flanuiactorkI' 

Lnacy 1oo(iP has been StLa t. s .978 at arond iK l ill ion. MAY] because of 

diffilclui tu.s of o0-1. ini ,ng1oTrigI exc[Ionh ;c: allnoa ioni: lor illported raw malrri 

and sparo parts , uil-al1so hoc auso plant ca pat y is t" larg re'lative to 

defmai (, the 11 I a a ch'otori is'_) ractLrL itsold by exc ess: ta)cLi[ prodIu iIi ,. 

1O17 e-,mpl] , a1l the comp)liC ini the INI)lCWI grnup [I 1981-82 p -ii'1iird 

subst.n t l.lv W ow their :nnua l rite.d capact ,i A bule I prets t Is Cc i,tr'lu.
1 

blutio oi 41 1 0 , .1WL tpos pro'(,duced lNI)ltu uiby o)I iin 1981-H2. It can b, 

seen that there wis xco;s produLtion capacit gVratccl than 40 per cent for 2( 

of the 41. protduct.l ineS. Tie mlann cto i s.t i disl ly,ays litt 1e l.Cluir 

absorptive pa' I.Lv tIl. coo'tlo,, tow;ont:nr il I., 'tcaust IA was; c(,moo.vol in 

telillS of iniptrti-siiLh LiIiitiii, [ii li.tqi< I izatioli, ite Sector of fts I 1:!.!o 

O';it()1c1i1,gIprospect for ',r i t' (:,i,'iilqIc' 

The overnmental sector pI nays :a cntrOtL role Vij thw ambltan eooy.'
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'TAB!2LE I - }ISTi' I I!, (IO PIODIJCTS BY EX{:ICSS PIOI' :'rJON CA AC TY 981-82::A'A: IN 

II,{:(;IE(- ()[: S:
T!)O ,',1NIIF,1 

!1_,¢ _t .- No. P:1r',,di; o!:
_.':: .,;: of uc Pe rce{n tag ,
 

0 - 20 3 / 

21 - 40) 12 29 

6 / - 60 1:3 5.i 

61 -- 80 9 ') 

81 - tO 

/ll. I ({}{} 

Sour{ce: B;s'd o) d:1ta in Ta'Ibl e VIII 7. I ncwwi Ruj:l rtI N02, )1II 

(i' the Ptr2s;iLet., N(:I , , sak. 

Il sh IdIIII dl,uiio illIn add:iL ion , t.h arge e of .strat ive and u servicte; t,t U 

exlpu.lditttreq, ,and ,.cmp] ,luvmv t , anld inl addti on[}lLo the gune{.ral] regu3I.latory' : LI
 

!i-ng1.i., t thu rnm 8ove' ee2rin ) I . g'ov i' t:, paiI:astatl:. u I,"-Li tuilvi{ a maju.or p v'orIV1rnt 

prLeS2ne: . prdIctIC[ve and 1allac[s.2C .'s., iHt.;a h iven iii fici ?u.Viu-; ('stec V;jw 

manOIO olv F U , tie IIF.J olma ..pld 11 : Iultu raI ,,mI.ot inq,, p}oWets .. I foodI Uii" g: cm. iIjl 

otIher t!h an K ou,'). W'a;'aat a I s trat',l(l ' iit ' it'nIia {huvomcrPI' I-I j I ,' ]i . U 

[udustr- . .,ii ti B LIWr. W8;1k, : ;i ,lm- 78(5lM 1::inn con'drg Ihs t. it itH U1F:lFt':I. I,,.., 

atgr ! c:redlit Plrat;;tat a- are I
in t:he tIu'LII ,,.sturn. l, ,'Isa d t:soinnit in Lil. 

public s-o.c'_ , . of' thteL onw r.lpr'is-,ov irnr {b., ticiv ,t
M.lan,, p~ub>li:, {.u"n! H L ,'nd.inll;. 

'li, .S . ., ,' nij:;t, ' 'i al(I,,t-:drait a gar j s a , in' to i . .. I'''l 
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2,'TI RNO'VE,
T LB 2_ 11.J l A,\E\,.) INI, RIEVIENIIE 01' .ll, i,,WTAT.;'IOFLL ,,IAL.
(.KM llion) 

Apri_- S ,I . 198.1 A:ir(:l'I81 ShIl 19H'.) 

N e t: Nt 
Se t r 
 i ri vvre Reveii'l.I u irNVj, 

Min Lug 
 524.0 -57.8 
 1(05.7 -170.8
 
l.ndustry 313.9 
 2.8 
 604.9 
 32.3 

Eeg 282.8 - 8.] 597.7 15.0
 

Transport 
 109.1 
 - 4.6 246.8 - 27.2 

Finantce 
 27.4 
 1.9.2 5.7 36 .3
 

lot'l s 
 8.7 
 - 18.1 
 0.6
 

Agr:rtu'ltiLre 16.9 12.9 10.2 - 1.9
 
Tr':lin. 
 104. 6 - 2.1 2 12. 9.3 

Vu ant Iin ) 
55.7 

) 
5.0 

'25.8 -Real Estate ) 
0.3 

1.6 0.1
 

A Li 'lF3.3 -38.0 2779.() 1 '2.8 

Source: Economicr RepurL .1 atd 1982, NCI'lU, OrrLce of the I'ri~dt. 

The Lr l lar oe is (Je.:si-ve and contributes tLhe Inar,+ share of public 

c'onsmIIltl)L-!II t.xpendii l-trts inl tut:; I mlt i: ws:-:p,-nI iiitu p. Pu'bl c sei :t:or M.rw,,I 

duri.ng the eativ 19 70s and tle maint,enance ofof:i I :;A r n ine thie mid-1970s 

has l,.e tI.bteeLa.:t:he tlse,cof pI v;te produti'tiom ,' l ivitv. Utt:il Lie jnst: itutio ni 

ofll. in;',- in govern ntl def'c: it: finani ng, the governmelnt absorbed anl 
t'crua proportio o net domes credit-, much o it-chntneled as 

susthnie tonIinfue Fioln ocgawl-siei pa ralnLI. 
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lihi t i.na:ial ect.oir by the vVry iiature ol iiice hc;a: a peru;si Ave
 

iil 'fI .nlce o1n t.ilt tr "ItlHiN sYsLuiji. Its iipact in greater Lhan Oi I ; of
sari re;al 
G;D)P and ujlllp! ,,m ,nt '-ul,':,,, .- , . Th 'l ll/,ilbian~ finanlcial ,s s;~uLv .is f~airly, : My Q 

ientr-I hank.:iit, I" n i !t; W re u,, t i i 1.i , 'ii di li i.m I:lutdiiu, V i -. il ial1r; Li 

hanks compri:c the main s-;ut e of.';creudit lt maii it! diieps,, instliitutillSon. 

lourl Wic thia 1:t1l"k rtr t of ;rc:ici nll i.l' ii , ti lii Hil ISWihl, istiL ;i l T
 

two 1mrIovLs Lizik " 
I. 1III lon iiustt.tiilisho. t 1i ititoi Lai ai , : d iiie rt. l'cii i i n 

es Utaah l ishedi -parL as :,nt l Wi liii ommiiit' rc:1Li ilLrt aba11n1 hivc Vrnii .:; branchIa,'la itwi
 

iitti ii p ri ma ril I v i nl'utiaii : a i iu ral towns 
 wI ii v ist(1 i l riii:; I ri iW NiO'i .., 

publ1ic scvt o c red it l i IQ l ,iota]t hi evelopmt ea Bank of -d n, MeZamtbiil a 

K' provid ii lnge t Uter d11tevv HltO l it ONi11 i Iti in i , p2 ai I :wd i ; i :; ii Ii 

pesio ons aiv! pl vitien t Funid p rovid1titi InI- 'au; I resor vtlli rce ,. Iila iii: Oi N 


to t'he c.ret!iL pa rosiawtls. 
 Tliu ijet' opmlenL IUtik of Zamiiiiia Iatlt irins
 

consideriable loa reiitsources 1from1 iiiternina i~ souircesi: such theas IHHD!, 

Afi ican D~evelopmet'i U I k , ad Forlue in govt ~ntaiis. uIn 1982 , foreiJgn 

rusoiitce u t i-jill uto 29 pier con'i of the DR18's Lt~xt liiiii 

A f1w fio':Liui'es o! tihe recent nope-;t-lui s i the Finanl cia' l sys''Steimi tL 've 

comment it this a:g:L7e. Fir lt, it is eviteidi t that it.,ix' i..-:. llt:CiN i nllinl:! ten 

grotwth t) F lot dotiiie. ticri-edit, from 1K765 million it)/ I 19-259 miiiioni in 1981. 

Beraus-e :ctitlh orF Lhi (6I per cent ini 1981) pricnt:;iltdi nI ofiii.: a'i :iallItre i it flto thit



govxernmunt the ntr row money sup)'ly .2. cur'VIrency plus ducull;iIi de it Jpn:..]d](!s.i-

from K26h, million in I 977 tLo K6.88 ti~l ili ini 19 .. Motatiy e>pans ion 
 VcL d.
 

IWincreasedr i Od I Ic t',-I iriI q)i .VfcW l r'uiI,urlmic: i 1970LiiSe 1lrl i, !mvclI ald "t, ,r1'ea ,+I'1. j An-ui d1210li. IO,;( in(10)i ;wpt.rhi in InnqL .' ltl.;n c'(i 

d ro lpp edI ( 6 0 o t i 1 9 A i I u e A 're~l o f(,' :,I : r-op Ic e t n ! ) " h ( C I ll ,s e I' r onl 3 ( ) l,]-U 

cent : t',o i<3" tl: H'-4.Lained fo reign'j boiritmw ',), has:.- W,:cupi Ip;.rLictil;Irh r2cen of1'.c~in! goenmn fci F in~ veas sarancing squn hnpccut 


A+i:ze,'ht+,l sifnco l<J7Q) w..h't fo 'reign d,+_bv lptourmda< ofl K197 mill iont co<mprised~t
 

Third, I r,.uiln e:-:c)hange shortg;e2,s IICC:IIIIW, II hirtOLi vt' l]nlrJy bi i n,ntc-on stUl-int. 

on the Lc iv -itics co t.iL' t..ltinc iai[. sector an(1 on other A';s oii Litii vo'nflcci'. 

(;tos foretz' ignt ' ,'s'IrvL. Ait 19 7 wrel_ [ 5 itd] or 1 )0 cult ofii"W ei counittKt5l-ti|o ,'r 

:ttt hl t I tIh i Nclw, i.Uticlucc + K,5 i" ii i I nlI'U 17t hii I 1981, corest' po'pcind nig S i 

5 pr c'"tnL. cr ~uetnUdecreased ici KIN;VLI Milli,on tO MiNnt) Wtig'n ciucvo; Hom 

K7/i 2 ove+,r the 5:11w' pe cid. The M1+th' Inn V no LII)rit I +. tanickLij 'iisiS t. ilontar, 

I'or~e +g.n ex-c..hange+'c ra;LTti ing..inl 198 . which:l .supplrussod both(l [l imor Andl:d<[ nt, . 

der,a d %thl.iinl c , i ,u'rvic li IC',L),' 2151 Til.' (tItiereb fo-+I"o I):rih o it. 

FouriI17thi, Its i C0ItiCons Iequc e of! the Coviitl tctn IGe'cu)til-Ic.' toi F tIIliLuI 

;aSS ISL ltice If.olm tihe Initera tihLi oth'/I lonetarv 'tillcd, iC l iat ionn .'iloc""llic sttbi 


t' 1'i , .:1'. i i V oiot.I (i ' ' oil [i Lii hot I t+lcIi ( icli I 'ciil ltllVil t,,i tSn *1]1, + 

KW,;i'ti; , ,11 !il !1 (10110litFi redttli~L t > I i~h ic' anditpriv.'tt s., A' [ c Lo h ithep :-c inus:, ,i 

graut aiti elimiinaii hit of Airrt; on forL in i );liit~Ilytw H , uctc&.inI ruvc ioin o it rt('t 

t lte s ont deh i- s nid lIants , i duct ionit i) IudtI.tiny stli idii-i, aund Lhtc dtecintitrol 
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of conumr p r Li. Thu gene ral in tent of the stabi~Uilizaion p rngram K U 
nch'iii AVLha i li; [a tI tyi ld' , Lii rdIcIt 11onctirv pr ,,a;itI il1l ton lt, i c i 
palI'n~ s and: )] icc' ' ,tWll jl 
 ut sLt;imnIalll 'o sai nns)',V,cap 1 Lall I orN'L funl ,'Nnd p))rodutl 1011, 

* . A(\,k tLCU li~tx: ';i.iti"D;[ t)U~t.\:" ";\" I)NA ,\S>Uti'g ,,U) U,, i, , 

A-GR.1-CUL-T.U. M Y TH. T1--A . ........SP 
 N .GNIS 

lTe Final kc,, 
ectorUt o he 'e.:mineod is rho Agic ultulr:al tciti .. 

At p resent. ithe a,,r iitLtu FOi rm vy i
-,i a i siir i 1tr cut
seci- o s follrll
t
. p)r 

eCl t of rem I ( v Hdi I Id JIL'r" ttit 0 " wr0A I CiDlt I ','mi It II :-;1)cI I 1 .il.1t:t,t
 

(conomi C rL) 1 )t o .982LhaLt. A fut ier 3 per 'cun A.o tilt Ioc a 
Ib i folicn 'lV
 

he emp lo eid ini tho comii.trcial 
 arms Agr iult ur. i::; th, 
Fii sub-sectorl'. 


+
poteni:lia! f+Iir W i'z, it,! n ; -il.ra InL-consulbl L " tei ciin Citi.ri ot ix.. t.,+ti ii 

theo. W economy imp'rl.t-" s-ihs t+itit io i h food inIt t trv :s weI ,s ti, i l, 

tI -l.Ve!rai t.caLion flcxjitp L:. Ut i: LO he itil t i tI lUll,. 'n t-t , M IU two
 

ii cU uI t I w, t!:t iul 
 s , n"mlt I \'1.ltiac.( i ) al ti iN h, ei hit UiKthe p t wia t 

as ilDUh as N 3 mi I i 'i init+ :'l IioUn VeIiltl -;. IIT aA ri.cl l u 'l u-;i i :K'"U l"r /i h(C 

IIceras.il 
 C uponi ttoNV. t't i a:i)ori b Lthe grow i p. I i ,hoiu CriUorce tAid to f:etd An 

e:.:pand;: i ri:, 'uralp 3tiuiiat tll.
 

lhle, exte . w:
Lo hith till agri "IltiMcl 
 S _i vli'iC, 
ietc,It tt u:ial;.'n4. 

dupends upon Lhie dtg;ree oi elfii.iency o"or 0|9:11 '"c.t LiI IJj i it t:i e Ctalor and 

upon the econIom!ic rusoirces allocte i u;ICtrIi iniit'' NvlitmitLiito 
Ai ct)Impri

hunsi.vo 
report ii thitleor'i4pclisiatljoit 
i saridl mljior )ttolm, 1 tilh ;tgriui t tur ] 

:secto hiirPi 
 beten r e tintly lidoptud by the (ovt. lViM'IUL . We Uhkeo.uii' cnlinii e
 

ou..rselvesa to nmtrizitt severa<l key aecit)c Landii issues aisd 
oi tii productillit 

l thiAnl Appra isal,+,o ; ' cullricill l iiaui il.t". i n oi1 ,llr'l u llcil-e . 

http:hunsi.vo
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tLim atedttha, numbprad'613' , 

J Stdy 7i pe~r 

It is:; tl agri cu lt url- p ro d uJcerq,,in t1980) , 8,,(} 


exclud ing~ f Whri2: 1 Straeg ~hl . Aiprox inttl cunt of t 

wer'e clas:is'; i f f d'uhs ; , in:.ton'e or ii ili.il til, ,. 'l :1 ; s',alfC l iN,' 

r111 I , II L I m ik' im ) I - I ItI ;!st' i I i I :L .ki ! II , s I II - I I u.iu11iI 1) 1 -r ; 

c L i on 1 • ! , or 

thir cr(' p i 1:1 uI, incomei' Lcvi AM! on C.or~iI ILe uin SUItIISKI 

p.r duul t 
ii i o2( i suii thFi r Mi or ii l , t ipLi p oiporti oin of 

LIM I Lari'' IC r . 

theGcc t V :a .,i fa rins , I to: i,.ex tl ci A, Fiir i Iculti In i n i g a'sis, 
p.rllt.ii I L!,ii C:2 tjVil] ,n in'qh tk(in tin ;!. L- i; .,coz:; .i110" itI[ x'ili ii'Li V It' Vi C i 
product:[in units. W S.S:thanl five' hectares,'.; andH h!"vc' cash;l Lun! ar I(,- I hliless\.C!': 

K:GOn. V\ry- itt OI oi t ;i i i tliiiC : iSu iii rktel id, han cutil vat id ii r ' i',id, 

;rl t hurc is'- tus; of p)urchase..-d! inlputs Smal~ll sca,'let. ('nmmert al" "r!;tclv Novl\ . i 


1t1't1. A 1 lt ;i1"iiih 'I ' 1 I :i pr ii i N I [.,-io; I*;i1, luit Ii bii I cu, 1 v P h."i lC I,,t't ;I bv ) 

signuificant (n piir ni is td c W O;iCA i proporioIn :i i; 25 Ciii C) 01 tpil mi 

L i IurntV 1r" i t W.1 K I- ()C) i) i to ,(1(1) . Mod ti sl cN I o iji uu u1 NtI ri tlN; 0'ivt. 

faii -lzs; tzsLl' ( : ii(d :ec:n The,ir Wblli"ir is largelI irwiNsd.si . 20) 50 ares;. iplut 

iFrtilizer.i ill to s:c d re A imcd N i w ith lu'i tl$,,gil:.;C.l t utL!I I.On iilhimal po e.I 

:\lmtl ii ii ic I", iuC i; ulllirk.tlilt.t d Cash(All m;niuriuri' ' I(),())() :nIdiVs ma;rk Cheir .
 

<35,000). Thi.' 1;i".' u i co mertuci:i~ui I,;ic'i'r:; h:iv farm;; six: .cd 'n 5) 

nlt~tt~t;iVi . Ci ta ILi. , iCii. , llt',i lliC li Ci ;.' Andi is u 'i;; i i-u iL , i I'tC'i N1111 

marAll'Ckeitit'heir ' is;Their casiVih t liilhhIC ir I000I tu.itliiii. ;ibiiil. L c c 

of these. c;i Ie:,,, CIrCSiof produciters, ,'lt oughiui L, is C-Vieqiucit I y. p)ruLst.; ill t : inpitC

'li tI m i. r su-:; ia Ionce qiiOtltp l Vol :; Iywsonev e Iids Ii '' 1nj i t; I imur ;inI,' Ii iii 111i1 
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inI~e 981) hh ,tii ['lab:o'Ire , .
 

is~itlt, i i , '.,'I I
l.i il I iii i 


make ta'i1L.u si Ittl trl ! 

21 pero'iLma tied alt tltrke wh 


!psot'ess";I- piil Is: 1 i i ,i
, i- .... 

beilefitI t , i.i i uTeI 


po '.e Th ',',l rlt iiw ,hAl eCI'cLt: nidlii i W'i 


ciIni ] l ' -;l lil]i ill itIt j cciii;, ,I 

(lt ilt gri', tni i Ci' I I ;N 


I ple solt t nl i l ltii- iiit" n ii' ciiiti ~I t~d i] ,t't',lliii 'I
 

: till { t I i lliii' l I
Ul l],t i l i.i;t ' ma I) Ii s l] li'ii: iS)!l It '1"(]t li. 

Ii) t oil tt a rtic'l rial ."iv,ti , i-. idii S O'i. 

ILe , iid di mikvea I 'o pt's nodiii I, ; I90.p.i, nir or' 

t e ntra iso.! Pctil:-;t cii ci[,-; i., * .. \.!,vI cititi Y~lcili.st't'tt
 
i 'i liout u s pt"'l t 11er ii ] i c l t i'ciiii
t I ! !I,,0, ,iw 

Fo avgr; ul(,r) commod,]i ',..,lIi tu r ns andi riii s t : s aie' i'' t, i I ,i i i : iiaI r ou t "r or
i ii , l t' It iii
 

I wiIte;II fet i ta i l. rt l il lt iii ' ct s i 
 ill:' :1'.':,; . it }i .' . 

II ltis n tl i h al t'll ii I I .
r lllK i tu rIi olitlpliii ii
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di-str[Ilut rs' marg.,ins has rrc'aLt d a sitI;ltiou, in wi i hei ari .Lta ;
 

an.l ti Ie ns f
unh io (inaniall\' we(k :4nd dpulll(Ii lI upoln lhe (vlur4n1('nt or
 

d irvuCI subs. idl itus4 ru: i [;tw Qtl ayments,l, 
 andl ai" I);tJ ut)an } ; i l[nt.W 'S 

pi. 

(omme rc i drsi,:ti o t' ra 71. 

Kin li 

rops 55 .8 37 95. 6'3
 

!Lvstocti. 70.7 40 10 
 I Of) 

F isheries: 2. 6 /12.0 9/4
 

HLhLle 
 I 3.1 21 /9.9 79 

Tta l 142.4 :13 292. .6 1i 

Source: 'l'bl 1.2. LOSS Voumi!ne L. 

l'e agriculLural siecLor has not rcu:alisud its:- full . poLuti.growth 

Real (G, in agricultutre, instead of increasing -L:u Ily has u .,:d' to orl inc. 

Prodc tLonI1)1o stuvi:- I major comIIIIIiutid it iecs dc reasedt or grorw sl(4w ly f romi 1976 to 

1982. St:nt stic's on mrk -od production do not ;irrtutIN', represent I';vpl "t 

('01111u1"d i ou t.t.v :pu'tci. ' , t Lh Ii rg' st lhlI :;t. ,rul n-I'l:1 ',1i;ii !ltout !'o itI liIhu 

food stLples . Nevertele s, tYV do g',; I a i riv I-rird ' . ' vv K "I sut it Ip1 

trends. laht, I A'" r ,,ea.l Lhi:t m:rketed producit ion c ul iza i.CI 5 .;C"(i I li 

746,000 tonncs in 197o ) , tonnes in 1982; grouuoui .If ell Irom 8,371 

tonnes to 810 Li"itln '; stud pigs flron 50,246 head s t 40,0() .eads.:,-. T'he. msrit, 



(1'? (): t c'lll ' : in llilO t<o 61 'I "", W n loy, i 8 . d y rie,"H uf
 e d e ,
 

; n , I I Ct ",. :;0111} I:.:h l ' "t' ]: .. wi i ( .llvc ,(I :; l : I :i.'I I v e ",\ I)V H I(. " : !. I 

ofI the 19S's
) : I! no*t hlo rn,. Pa:rt 1cu lINH Y no fu"Nb(.lp( is; ' ( iot}, 4(w iow rii:;e it! 

sugar" u,tpur hr.L,,,u,,n 19.78 andl 1979. (hutptlV in o her'Z ,',w Ii (idI " ; ro(II :p ";n h'l .Is; 

:a ttle, su nIlow, r , -udi c oIttoI1, sova ita nIs and who;t ilcr;als i cout iituoiIs \V 

since 1976. Ov-rill , therefore, the production ppr'rfor-manic(e of the.. Mric(u]t uran 

sectai nas. not beenJ unfo~rmly strongp nor7 uii(arimt. wenk. 

Tabl.e 4 - VI:\KEI>T ) .AGRICU1'LTURAIL PlIIHC']'ITON 1976 - 1982: 

C.ommnod ity Uni t 1976 19771 I978 1979 11980 1981 1982 

Mn-BeiZ00 t0(1lt,,; 746 693 657 331 383 693 ';01 
Wheat 000 Ltouie. 3.4 64.7 .i 4.3 63 11.5 ' 5) 

;Kr',abean s 000 tonnes .9 1..3 2.8 1.3 2.0 3.7 5.1. 

G;rOu;idntuL0 00 tonnes 8.4 7.2 2.2 2.7 2.0 1 .3 . -

Sun f I V,'cr 000 tolnuS 13 13 11 13 28 19 20 

Secd Cu<t (son 000 cuuines 4 9 I(10 15 15 17 .Fi 

VirgnLtia 'lTobcco 000 tonnes 6.3 5.6 3.7 4.6 4.2 2.3 1.9 

Sugar 000 tonnes 84 71 73 102 1.1 102 117 

Milk 100 litro 1.0 10 9 9 1(0 1.2 15 

Source: Central. Statistical Office and MAWI). 
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There is widespread dissatisfaction withL 
 ;gr icl I tural pr'oducer prices. 

As the data in 'abl.e 5 show, producer prices for os tomodllit. hawe 

risen steadi.ly in recent year:-;. The maii ramp lainl is: W ,.L Lheau pri ccs have
 

not kept pace with agricultural production costs, 
 re Q;i, in 'Alirinkinp prv'ft: 

margins. Some prducer also I)e!.lve that dom stic producer pr:ice.s shon Id he
 

inde::ed to horderc prices for 
the comimlod itLies. T1h is has notreport a:e:tmiLed to 

ilves.tigate ie nl. SIcy_jof pr ice Cost ma rgi.nl s nor the t, fhacet; of 

ag c('JItl ii raI p rU[icrepol cv. tIn that tlheIL do es Ippe aV., wove , CRZ i act vit' lv
 

reviewi.ni ts pol i ciles towards 
 Iroducer p'i c(s w.,,iLta toview imliproing the 

incentives for a:rcuiltural product ion. 

TABE AGRCULURA PRODUCERL PRICES: 1976 - 19825 (-waclia): 

(oi..o(I 1976 1977 .nt.978 1.979 .980 1981 1982 

Maize 90 Kp, b;g 6.30 6.80 9.00 9.0(0 11 .70} 13.50 16.00 

Whea t 90 tg bag., 16.00 18.00 A0.00 20.00 24.00 2(i.00 32.00{ 

Soyabeans 90 17.00g bag 
 21.50 25.50 33.00 33.00 36.30 42/.21 

Gro ndnutS oC3Kg_; ', 25.00 28.60 32.00{} "2.00 35.00 46.05 48.001 

Virg:ina Tobacco K, 1.0 1.45 1.45 1.51 1.57 1.65 2.41 

Seed Cotton Kg 0.40 0.46 0.46 0.46 0.46 0./6 0.47 

MliI.k Litre 0.18 (0.20 0.21 0.25 0.25 0.36 0.43 

Sunflower 50 Kg bag 10.00 12.50 1".70 13.70 16.60 17.60 20.75 

Source: Cent ral StatList icalI. OiFice and MAWI.
 

http:reviewi.ni
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Two p)oss5ib.e c'-onst' ai L-ts 
on ll'.tnrI l llx' OlOutplL re uilre greatr IlL-Loll[1(iol. 

The firs t Ls th e av ail la il)itv OiI iip )rt ed i np u ,L"or 11 lilt uil ex s.i. ,llrc , of i 

Level ori aut.&vIt v and for iN pail ion. Thibo is ev idetniliy a sihort age o I
 

I.or Lgni ilelitn th!
in ecOlo til [, bu ncidlne of Wit tei c
 

ratloning so'.vis 
 to have FallIen ulhispropori nnatev llron We tll sl. oi.Iltic'li 

The secltor does iltot t ';_tnur eplic,it:y ill tie ankLi Zah bil s priority list
 

for foreign xii ' aillo
uii Ij ltiClns, aind lile agI tll-it tlll Iihli';. t1i S ri 111111Liip be 

sIupp etd A il,:;1( t: :il I y loss tilal thaniWLIeth " rI'irei el- ;i'ge reqi remntsn. (i ti 

ValIlL s "I I:Io rt -:tI ;:11ili ar2 lod CclL ili ix:r; w Il I rl.tl 'i 1979nor lhan in
 

1975, ali ilrlint' 
 i A A Id folloi cI'ic l di gratLilv btwc 19 7/ ;Id 1976 and
 

than again het-a'u' 1978 
 and 1 K().nerailly , or i; v"ideulire of an aicutO
 

shortage o[ ani!AI fO.s veteri
eoto ""y :R;odis,, ie.mnicl inpL and a . pail,,
 

for agricultunralI miou jnlt. ant i pmentl
.1111 

In 1.981 , Ii (o.' , 1i11 ; iltlodiiici d a special meii t
a ci , whi l producers ar 

)Oermltii d lo i n 
 hll'll't. o "illlllv:H it I Kt.. ai ri I( ll eah, th lili 'tijal i")Utll! 


exceed ing, ,00(),0t00 Ismai.e, 21(1)1) h gs wheatl, a d I,(M1 Ia;gs ns. 1ie.:tli. Uhile
 

this arran eent cases Lhe ftig 
 n change prolimsu of I lrge collerc i l 

producers, it: i1 -iiimii ca ,e small p
i,0 il~.st roducers. 

The seconl nllisltIra iIt iS a1 0. (lidli.i namlily Ithe se-em1 ingy]more lint, l\es
 

1cy igenito s wi liin the publi slt'o rL. Tle tI Neltl mliln i II 1 iii itll-i s 'elo 

in the 101i'r i In :A nqIni i 1ini Iioi plaro,, s is "R, indi ..l itii I h It : it ItivI1 

of pll icy L.ilule l-tat i hi rFe is Fi l oir mwilel' , nuli i la t b ,'i; ;it ' ; in n. i,; 

lot dlire.'Li iripon l; ir,, ible for aIi) Lu',, Anhil trl i o 'i ia L n ilspiovidld lMv 
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Lhe1i.nsi; stLunce hy the ()BZ, I present Ll lre;st'L* L r2u c itlit (of 1i] a(1nd
 

fori'(".nl gYOV(ol-meit, ori,.}" siL
;-govurn" mentL11 !lans- and(. grts'l[ , LIhmI it 
 is' N.il
 

U
S W11. MI[Idel opmen~{~cxt: bank., _evonh Llhotu,, :its I'llIt'LI do)es'.not, ec..luldo the 

f ,Ln n g F]NIgIr1uuItI ulr P :I ii(I I&, 1) 1 L-;t u t h u IN'uL .Lil )rC:L. i VL(I Md s n i L I: FIU1 

.tluLt.ic 1 )1 :f(o;rricu lLuaItl lending. 

http:fori'(".nl


hTHE SOURC'ES OF AGRCIIIULJUA C.8IRED)IT: 

'I'T2 cit.d .i t ,lfl I fo farmer11 s l.ncltuIldcs a IIliber f private (andI gVnll llu r 

sponsored [Lnding. institLltions. Thu prilary private sc tor Iud.is a ru th 

commerc ial1 bAnkS: their seasonal .loa" vol ume in 1981-198 . taLl .II 

appr'ox imte1 ,lu. W'L.8 nillion, about 54 percent Ai the to l-Ase;ls;onlli cred It 
ex te dled t fai el. (Ta ble.. 6). Tihu l"ov'rtimunlt Spnlisored.I +a r:.;t -ti ,nd:,a.,: 

inc 11(11 the Ar i cl .1Lir&IFi nanice Comp any (AFQ. wit \.).006 m illion of sesoallni 

1o ii vnlum ( IH -827[n I931i (4a4 porFcenlt U o La I volumec) ; andl thc CnL t 1u ii in 11 

(Comilpaniry (CI. I ucVcthe ltjllopit :;ank or' ul) ia (MhZ) ad Lt e Zamb[i;i State 

In~surance:~ Coriporatiion (MC~.) wh!Iichi iiikus meium~ii andic iiiIou, t.Lri l oains but verY 
feW seson' I ,lns. 'Tl.u Cooperat ve Comiiponent of tle syitum is the 

(ooperative CM A L schemeu (CCS) which -9 loanelin I I-82 jalp r:ximatlyIv KI .6 

mil lion Lo rrm -rs-- :Nip)roA:; mai ,lv . p r cen't or thu :;w;":wo l cr dit. HSI WN 1,0.: 

of the toital mleid iumno a on;I Ial wLur credit xrendedd o r.' inFrtmrsInc /ambi a , Ir1t P 

readil.y ava lbL)I, Altiough tlhe AIC e'xtended K5.7 million, thu C, 0.2 million, tIVh 

ZSIC K].. mi. .i.ion, and 0IZ K5.9 ili on primaril.y o I onu'.r term c redi.t to 

farmers. h in [981 .. t Least 1K96.8 mil. ion of ses;ial ' Ionger tr ri 

Lnr i t Lut[.linal crled t utiwas lized by the a:r cultural Iprlduction sector. 'Thu., 

or.,an isatfu: 1struitl-u. , history and cu',rrent ,,lien in focus I the :iagrictz urtn 

lenling, inst i tlt inns arc w, I ,ocum:ntedd. [2 5-uwle re,. Wl:u,.ti nll,,, only a brief 

descr pti ,u ry iew wi.l,I. he providud herea. 'Tlhe AFC was ilit i tcd in 197) Lo 

siucceed : h.tlnLctt*d u Credi.t )rganisation o Zamb ia (tCMZ) sL primHe:N,;sl; 

pI"rastaL at l o udeL ) a'griciLuIeu . I.-ts primac r'V i. i.i, u cLiviLv is s.ason; ll 

i.l;ans to Lr s"l: (about 85 p it i1rul of Lo1a I Iconll ltota)K.Sit!I tll, I.iuimi111cr 

being inter-me dime and long. term f~ina ncing,. 1,laus: nr,, malde. pr~m:rlil3, in k:ind, 

http:Wl:u,.ti
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;:rmers: ra in :particular, in 
4 ) 

allI areas 
I 

of tne icountry,- soithsbe focd o '

nd.doeratea' number of unviable offices. the loan volu 6 ffA ha poever 
if,"'" ' f .j,,if 

in lcas (Central Southen and Lusaka P r ovinces) n In recente toerhe sA 

ii ! has: encountered svr eoeypolm ihdfutrtsapocig5 e 

ens iTheCFC lsal so allarta o thender cutrh a spe i e fasioed todii 

maeea limietrednubo medium ad lngscele faes tno fahersIitsrecoer 

saller nmberofborrowersfndbofces eerloan volumewCFCperformance nd reover 

~raehas alsobeen veryc' 

A.F.C.43.3 4 

!::~ ~ TBL::=SOURCES 6:., OF, CREDIT TIO AGRICULTURE.:-1981/82 SEASON :; 

price( Amount enyeae C 

-

hasmecounBaks r r 
or'sanlngtr crppdidfor the 

y..dp ew d4ap 
redit~ Agdenctie.goat&.Bcueo 

c 5e 
te i f 

Nmaler numer fbroesadla CFC oue lonibreetsi'91Uaecnierfryanceow' rheovy 

rate s~bee muc bettvel.-brthan toswen 'AFC.miIC, banoten parata, has 

mae lmied mber of,8mediu and long ter oan to 0ames'iseovr 



I 
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Tih commercial banks, primari.lIy, Bat.-lays, ,-Landaird and,1 Zambia NaLnti 


Comimercitl Bank, provid, loanis; 
 primii ly tr [i Cii icL' i:irnl_,Iurs;. Mucni of this 

cr4edilt i.s sisna ine of crdi.L o.r o',rdi::ft Finajict, Leov r. ra;; hive
 

been re!laLivulv ;o d 
 cU:.:repL fori diugi ht: po-iodr . Ba .Na a ,d Za mbii a ; I in:]:il
 

Commer iaL H.ank hiave spar i a 
 luIan pmr~Ams Fo smAI I. a tOFS ; Ilic B.-'C :
 

Limna programinludcned :ippmo:.nia I 2,500 14 t
borwr7 :itit Zitihia Nat jicV& had 

aibout 600 ,m;:::ill. sce 1 it 


a man.jor expa:ns L )Io [ 


Farm, bori4 'ower- 1981/8"2 . t.l r b N an Li ' pa Le, 

,o :;ci;iL I. .xcat.e Larmitlndi, pii:I ogF8rams.
 

The Devc, lwtit Ba. 
 of Zabil a ()!HZ), pima liv an ildust, rial1 Jend.'
 

ints titu tion , pr,vLduq(.-; a -et.' I initL d atiounit I ei,. i ci d ]ein'l term Fu nds For
 

agricultural -4l4 .:iL 
 . li ,se loancics ha ., been t ;torlist I l f large s(ale produc.t ioii 

projiectsw iL IIU.V' a L-.' ih:-;4s oi IVUs,. Lo I p , ,diu,.': ion. 

The (( cofl)i on nt Lf the credit s l.-ewi has Alb, d t. ca.v biiLb .enn olI1 'd 

growth sLnceL its iini.t aion in the mid-1970s. iri sscl, Ctb C(, p(og',l: 

involves hl)ck loa;n; fromin Zambia Coopelrativ Feieai.onl "lniiaiau( N...vi ite, a 

subsidiar'y of the Zaimibiatin C r ltiv.ye d Liu'uii *, to lIFncl conperativo tinlin,; 

which l. Lent: Istunds t. S;oc tlceS Whn L" Ll'l ]I't the fuid, to Mui',:iAMl 

society iiiibers. Most of the ind.s tre disbt ed Lo Smal lI se Iaa "t'.,t (Faamelrs 

Si.Ze averagc; abouI: 2.5 hec.tares and loan size K365). I,oa:n; are mi:idec in kind 

rather Cian a l. Recovery rate were quiiLe liigL in ,arlIfur yca;rs, d:ipp)ed d i , 

Lhe I Wa71)'cc,HY nA liive inceasl recenti t,,. lhe Iunt dr.-b p f Ml0e US-;N 

hesi LinL to :- .tiij LO.hi i-U icd ic:, "incLiviL. i,; veiry itiptidly r .n".as Lie Ne.i Lh
 

t)Cr l[44ii:1Uir.e of t:lif , , depenids ill pai'r,,tL M .liesvs ail tl-niic 1. "U I ocal 

cooi -vi el so ities, andli liit 'rowt-I I I loca ,l i cL i) n painst.kiingly s'-;low. 



A recent add it ion to setthe ottf FinancialI in'stitutionbs to provide
 

credit to farmers tis the Zambian A,ricil i1 Dl)evelopment Bink (ZAI)H). ThLs 

parast;tal enti1ty, was. cruted in 1979 with II, Uniihcirg, eveUntual l take ov.r, 


the functi,uns of AFC and CFC. Howver, delays ini(oVt.rnimuir funding and the
 

developmentof() oper.at ing procedures and pol iy doenmtnls have resulted in 

inaction, and Z,.l)lB still. is not 
operat:iona.lI as a lendi ng insti tution. Currently, 

personnel inithe >inistr-y of Agri.cuLture and Wattr l npmentoVw' are assist-ing
 

personnel 
in ZAI)B in the dtevelopinuint of 
the stateent or operat:i.ng po]Icvy
 

and pr'ocedtlrs.
 

Credit funds for the input supply and product imiarketing and ptroctssin 


firms have been avai.lable pr imarcily 
 from commerc-ial banks (b'ased on Cove rnment. 

guarantees), the 
Bank of Zaubia and the l)evelopment Bank of Zambia. Much
 

of the ec edit ,.:UxtUendud froma lies.,
s thl iing ii.stilU i L" thio ws . IIO 1. iu ilutply 

and marketinig se tor 
has beenu se;soiial or illVe'ltory finai/nc ing, althou ,tthe 
Develiopmi ent ,:ui.: o Zn /r iiambia
in parti.'ul ar lia, provide d calp:ital e:,pend i trure 

Lunds for ilcl'.rsed proluct protessing capacity 

At present, very litLFe I.s knowun a bout tihe in formal credit market in 

rural Zambia. t is commonly bel:i.eved withii the country that in formal credit 

activities, particulirly tlhose, involvig:; minieyleiiders, are insignificant. Yet 

even a superf: icial probiniig sugests that Li is v:iew iN not well -ounle andmnv he 

quite ero no u.s. ; m W il.ies do .t,Ld ci't'd i of rei at iveIv Siaill amliuluit . 

in boLh rri e','ncyand 'iflhiic itU , to oUhoc tae i I W s I ',,K s';i;NI v ai u at1 e 

of Iinritruest. Alsot, cO liodUIitLe'S, e.g. cl t htu, arte SOllt'Ulplies aequired Oil credir 

From merchants in nearby towns . For those t raIlsactLions, N iiteret cuharlge :is 

http:operat:i.ng
http:operat:iona.lI


not usuall staLted expL,ictly but thu impi it ratCe of :inte'sut may ]e qhei (' 

high. Furthermiore, therle is evidwc, that ';ubsLan:tjinl birLu: act:ivitv u::i sts 

in rural cominti it Les (YFor e:-xample the tricliii, (d1 o.ue se;rv Was fo fr l iI "ier, 

seed or labour). A lthough credit is not involvedIn such Lit iviLius, btLPr:

or r source tradin , does reduce the (lillaid for mneOtiLary credit Iroli fmail] 

(r i fOrli:i imar ets,i .uca"ts it would have been too upniiv ie and Limu

consumi io! tir i i.i. ci:: y gather ilforma t ion on theV ii urmijtl (:1, dit !i1orku L 

and hart er netiviLL.o<s, the attention oI the rLport co)nlinie(d to formal 

credit l)rog;ramns nd instiutiOis. 
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IV. AIT OR FIXN.N:I ( ; t 1, .1 A L )'hPR0 ANI), 

A\ pr stu-lli)! n of w1 s pre: ius stud t, Isf tlei p"l[)u e1cl(')llol1 ! 

in3 financinq [ ,
, Unh;!in Ngricu[..
L urcI' is ILhnu all o)ppri nin lputs'Im sL,lhe alc'quired(
 

usinig credit. In I ilV,i iii ,some ope rating in , may b by bar erts. :cquired 


and othiers Wa\' 1w1 i'ircilasld w ith inlternally\ gelltlrle Fuinds. 

to) aqul i-e istli.lILs, a simiiplii. ''-Ciiiurv , NnL-; iss funds: ricpdirii 'l 

used. This )rflCdltu is,,i ti ]il ,ilrgLtL Iotal ,us s orWie ont Hen.1was fund,; 

tO ac Loi re -; t ni L tP.1 p rodi 1 S (Lot a I sea;sona I f 1na'n u ,g) d I r 1l N yon,-rI n, he

",4,laI to SO'i'res 0 u to ac oaso 


I c;lied i I ) . TI-c: i : s : nl1 1 i ua lie, i y 


i mIs :I ie , I lulilt Is ( ll Prn I sav nu "sp: I "s 

ril idqd ro , I yfIl I,w I(- I a o rh I1W 

as the sum of tlL. ;gqr at,_ W.at iil prondiit.itI l"I Produilln aod rlll''lct s
 

tilies Se!pi un it of proldulct iol ca5sh (ipe rit- iii, (osts. In en-p. Ii.
s c. 


calcelation as sImd: :,ed in Table 7
i z;It ind i cate; ite lWiti I ltUtlit oI i ids 

r01 . l Filni ',1liii',th Ia til 0 :1111 i iC(. Ii Iii0 i was jI rql It p lulliet la,,lI IlI t~ l Ilp la ioll, 

IAIIIl 7 l'lI'N\>'INl,:I RIFI. INTS ANN INTERNAI, I-I.NANC INC: 198 1: - \It 

'lc1 a[ F.Ii.ii; ni[i ii ,; e d 

Total. 

Cr)p Pro lu .,titoll) ) ji)). 


Livestock l t iiu 
 I , ;63 ,7()'/ 

ITo II 1< ', ,a I ) 

Minus To' .1.Cred it lsccd - , 2, 1 .(I 0 

' Internal tiL, : 1F:; ,fl/' ,n,)1) 

Internal . F.inancing Rati.c: 62,0-)42-,01 3
 
1I/i4 i 7,2,'(1 7
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The next stop in the procedure was to estimate the total seasonal 

credit e:tended ,v all .igricultura . creditors to all farmers in Zambia during 

the year; AhN,; d ut. is reported .ii 'Tbi. 7. inc, total seasonalf inanurin;' 

needs mluls;t equil I asonl credit pl us Ia ernal 2. viny;t, ,n tfla[ ofa h 

amount of ijinterniL nav.V ::; that must have been ov;Ialal I.Lu inluc 2'IssOu.

input p rcli ., can be 
 cal culiated a;-; sea.oial1 fivlao in; w eod m;hieinus2 s nvonal
 

credit extended. This c otatjiM1n i's shown in 'JoTabl( 7. 
 Thu results suge-:: 

that a sublitntial I niOUhL 0A int liui i n o ;av i ;,.; ln Won a va I 1aI [tiic - has be ]hi 

in the p:st to f inacnce the pircnasc VHr opLeria ll:' inits . TIhe rropulrtrin ol 

total seasonl Finaneli'l that wa oWS.aimel from eld i'sou rces ( ho In minl 

financing ratio) seems in the order of 43 per cn.ur The calc.Iuar ins are nt
 

fully accurate 
 use-S firm data werr. u,,'.:vtallabdli ror p,'orlict[Wln costsO for 

pork, poultry and feedlo,(t cattle. Nonetheless they do l:-;, p)rvuv t entlaive
 

estimates of nnnull1, rquIreiumelts and "f the scope For
fi . internal inancing. 

S0ome- add tio al ,+,vilane is "v i dhIv fio N saiplI' survey of H6 sm:o.l1 

farmiersin t1 e io UiKas;;er'roLie. e Thiis surly VIA
'lii; onUIve',' xthi wPv:; once'Lt(:as 

with ,routlnl"n product: gnoutLed the Flino ic i data On Wh ichi the 

calcultLios ini'lbe r based. it can be seeni that those smna].l farmers 

who prod ced m Ie, a rouondnttts, and suntiflower hao d total financing requirements 

of K26,690 which they nut larguly (77 per cent) ott of thei r own resolc s.; 
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TABLE 8 - SMALl SCALIE FARM JHANCI N( R"QUIREQLJIMFNl,'S AND I NTR'AL FVI.NANCN 

FOI, (b:F)P !1NOi)IC'PION (N. PINOVINC: SAl': SRVEY lWUNIJNINT STUI)Y 1983): 

RequLremn~ts 

188.9 Ha Ia 
 IeKI6,23] 

33.9 lIe gro'ndnut s K 4,997 

59.7 Ha.sun flow r K / ,6.
 

Tota eI qu i romunt 
 K26,690 

Minus Credit LcI -Ud5,374
 

AIIoulI!- WiiancedI lnv
nt r K2(0, 690
 

Av ragc! I)Ql 111.1sICh IOld
l 
 K 27'
 

Internal F in ce R.Ltio: 
 20,690
-0.-6- , 77 . 

NOTE: Tie data wa:s 
co I. ctud from a saml)l.e or 76 f:arners. 

Assuming the internal 
 iLnanciug raltio-; ren in relative] stable over ti,.e, 

estimtes of 
f turcseasonal cred!IL needs can be deLermined. First future
 

expected e ,ric Iturel- product ion is usLtialed along w[Ih expected cash cost s of 

product ion. mh wtp1 iotl o r th se two ,ies.,; for :Il c rops resu 1s in ill 

estima1 te1.1 to se soinl IC t:l naili,'ncinug necd:s. Boy alppl ,,,ing lie ihe. ti'm l i llcill' 

matiho 
 S C ole:Of S is "H h.11Ma 1 f 1in11ci1, ilt l';, ain iliS Ceo or1 ii tur'la 

f-inanc:iii; Is W N;ined. The reslidu,.NI u:tU ((0)10 Irol l-lit ;uu ':;, an1 all 

esLitmatc if se:asonal credit needs in obtainuid I.y sbLract in, intu rncl'iI 

financing from Lotu;il L HL ln l lfinan
'.S(ea ing needs;.
 

http:reslidu,.NI
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This s ltimnlt ion lroce dure is crudce and iklds furthcer rolocfinument, bit it 

focuses on Llo ity tLh toth oqqri) lor I irm use iiosll_rnal I as uxteron 1 

(c redit) fii i 'i he 'c:results imnLy . rowinro in, ut 'o n ,li,I credit teds For 

Zaminbian n ri ii tort-, blut Lh tL int e rnal or SVII-i -I in K,i Iso In 

!"tirtiorzl'io , nic'tllth l:-to improve i.n:ternal 1fii gii} iigi ,g 

ver', i opt, rn t . 

i b., jelitint higler income,, 

tlrol tllh. :1,101 ii, c1 iiltprit t'rt triltI pirodt in(l praril jt ; tor b ighelr" comitii t tV 

)L Os may n;iib nr!.: reduce need 'lsoilt:inv thlei for l clditli 1. The restlts,, ;ilso 

sgg.1est; LIiNL rt' i m ra-n ttbe as important a tonstra;' il I"u illcres: in; 

I Li I .na gr i r p r w iti Zai: i a; ,,-me mii t I I iik '. i i: does t)t imply thatIt
 

credit: is; tunimp~ru,, -tiit,bttt thalt mieansl.' f 1:ti1anc..;
otherlt.t are'tNvail;ah t.1 W(+r 


o thatalgr 121icultura pwdali and1iiL pric ol Iicy aiid Ir(iytralui toi enhanciie prodtiivi I\' 

iay he equ1n I .. i l.y t il crredit Iy iil-Ii oit r tpla , niip . ite il OrKI ;: 

i t rlli: t l. i , i iL (: a~,-;qjtivnIf-llN1iii l oi' , t rw N ]iir l a., I . tilli nrl A W h 

lot newiw r, ritlcos I Is L s lo'tssi , and1l1 mialy v' mi t it) cim it rt iir rt5 i ,ils 

tltvc, rtc t o :n-Ngrkcui lttiX Il uses, an0d to I,: :;lesially effii(nt is: i, (otW 

country 'i-; Ffina:lil ,.;ollcei.i l:i y , o,;I.llciLe:-; ti'.ll
li tiht iQ amlltniit 

in telilai iiit iistsl tureiing uisect in.iii siiequt,,lLi ois a, I:a lie amoiln t fLo o 


infoirimal or io.-inoti Ltional. credit Lhat is lvailabl to li lrirmers. 

V.2 SCOPE 1OR I:l N( II.VITOtCK lRlOtIJ(1'lON: 

Mo pais isclssions 0of Ihe ctred it an l id: o i nlli oa Zill'iirt.di-; o aiin 

agricuIi i'.r' .' t 'oci ei ton te rrlI 'tOL ti icro lit. for ,mi nasoon"I i;, to 

acqu r l ii l:cso ipllstl . htolioivli it itIl S in:t (Al va i i ii ti:i IWtrli. IWit) ii 



ConL.nt of the /.:ibilan diet Is not dericirunt (Foo(d Strltegy StLudy), ith 

opportunitv1 to ':;il..t itulte lllimal;l I j'Ituprloteinll for plan L irl in does e:is: r:. RLVF P; 

thet preferred imt2:t of the Zamib ian consuiil- ,' athoiugh f~ish1, ponultry andl daliry 
product:-; ;aIso ;xli)it- m ro1' , .]un id . Ii Lri lh. L quantLLI ity; o, ni v1ur Ili' 

,an5d g r; alan(1 , L o,:;' I LIty tth c IleI lrodliction c'mld VIP z:-!j);l 11('(01u s -1gCnI i' i I vLlV 

with adlduq;ua i 'nk,, adoption of apprprl- tt' liaii; el.Im.II ph' Lic's w iLh 
re!;pe tU to hirucI ii'l,, p'eriot!L cs l li g of Ani 0:a lra ther tha ;ncumu!Ll ion, 

anid mifnia ;suppkmu it-:nutrcit ion. Concerln Fieun liin::ft(( buVoaxrsa 

off'ic~ienr(,, c'{,nver;:ion ofl pooor-
 tlatLI h ,r, i';i nt[, :nim all produc(t s~,-. Howe"ve, , 

th11e high l i - [' U .. it- p,till try )f i isl illn, c nvertin I''g Lull ; into an m
111l1[ 

protcL l 8tle',1',o:; t Ij t ":]l iitlii du ttitilion 0o t pr;LthaS;Co
. pr would iiHiot p ,]a 

sigi f iLant: st I:;; ot tlh) upli)eso f matIC:jzo' herandl ot11 lt. i:riI), ;wi ii a lhIpl o 

bIIl (!V LIl ft crtdi (Ia)l
un " 1 Jiexl i o Pol:;r(.tl IM 1'n, p {.1lr aid fish 

)roduction lv W I of th ina ia:l 15" instiutionlll rkg ,',s IK ,llV AgrI ciut re. 

A'IL ! I 1 I i [o su(s" f atlea t.rimaU l l '.;i d Vra ft pi 'Wiu l Fo tl', 

eerlhl2gntt and 
s:! 1scalI Colllllmtmrcial Ifluriicr , aima01ldr ft[)(I/t.lpower (oxun) won]d appear 

tO ie the apJ)pro-p-jite tchno-ogV comllpared wit ImechanI1 ic;lI power luc;liks, oIf 

siZe CoIl deai~ ;on; ;ndl -Lh restrictions oni foreign exchiy
to: lI,', 11) Icqlir mlh ni.c1a.;
ii' 

)owe,r, spI'V p'rt:; alId! tr'tCi.'I ixp:an) 11ii o I ti c 'ii loitl Ftlll~llo :tuniandl inalt 

ca l l(2 As '51e of aiO :h] Cl W V hdraft powe 1nia:;
beIe 0vu' (tFood I t 'v , S. Irev) 

The a vati.I;ofbilII of,., l1,Interm d. l IIa uterm r' Ito l I call (Isl nMe Acqu iti ant 

http:Pol:;r(.tl
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producti vit, ;iud total 
Output of lthe emergent arid sina.ll. scale conmmercial
 

farmer. Frtherm''ore, 
r cattl tl.e.mise lves could he liet:o llateral Or 

uch a o:in, aItn i ). r rii d(.kli due Lo disi-;-; or m"I nut:iFiLiLon, would 

provide rei.oiinla : seenr[ty tL ther eni lug, insl.iILion Lo reduce the ristk 

of recovery if dIltIt shunould occur. 

IV.3 FINANCI...NG LAINiK SM5>1.ALL.. VS FARMS:.
 

lIn r(: t ','t:s,./;llll)i:ihas be-comie ilcreas ingly conceinetd ahI"L 

aintaii 1 ft-s cencv in Food )rotuct ion. IFroma the perspec ive of 

o.taini-i-, thela rgest LoLal agricuillurail tpullt wiLthe I Wited amount of 

enpit'a an d -dir avaiiable, th e ctp i[cilI p rod u Ltivity of tl e rgico m er ci,'largc 

fa 11 ,.; lll)p'IIto hIt.- lt rod I I eLrl,.1]I,et III Igeni 
 :IIlII ;L I)t- e val ate[-(d. I)at.i w 'cr 

not ;a IVl 1lI o:co t:e ci
pop isuch a1 vi "t i n bl s(,In, 'I .,(l, I'-,; canI :t i !I 

he iImade. It both the lIargL and l I I :;cIl e prd(lciers have the same or vi'I' 

simi 1ar produrke ,.Iresponse FtuneLionS (the te LLinsi.I p beLWteei onutulL and 

capital inu tts) . tie adi it-ional product ivitv iiid ouLpuL Iroimi lo'at:in, 

addit i ,ona pital Lo sml.l ;scaluI ,Farmers would proba bl,, exce
'd that of1large
 

scale armors h ans e of Lii, decliniiig li nar:ii;l aidue'livit'* " I "pit:-l and LII' 

signi fJi-nt- v Iwer level of capit:al inilit:; ,i lic;:t i'SiionI I cut' paemd I large 
s. e farms. However, if Sou productLioiv'tsi) ' fulniction or t e Ial

farms is sh:L;ta ii: Iv auove othat ;mall
u Li;L W Li Famis, whicl qiuit e piss i i mav 

be th case, thn the larger farms may ex.lhibhit Iinhlier i1i"'.ii;i I Product iviry of 

capit al in spitLe or their cuiirrenit hi' capital i lunsi v. If tlhis i-;the cas,, 

a cl air co ri ie t he we''i tie nit ional .',o;i I i I(., -;t'II-;II ii'it'l', (And p IussIl v 
even e-'x:ortLs 1i ta e goal or" plovidinug c'edit I" s,mal I I tiIeuw' ' :-:isis. A IIh ro t:h 

analysis o1r the productivity o1 capital anti dil lfor small andantiI .m.r 

wonuld he iso IiiI t o :ss is I: i reso I v iug tiIs po trti r I irtiW Ii c"i 
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IV.4 FINANCIAL POlEt_'S O THIE INPUT SUPPLY AN!) Pla.I.I.' MARKTI!:'NG SJ -SC'_OP: 

Tie ,;r Lcul turail Lnput: .supply ani1d pt-tg U"'q' L I Oni. and process ing 

sctcors V doare 
 Lc(! by\ ((topu'Vit:I o LiuionsISI\C17 O1 it'- i ibiili[ .t I u nodl t)IVai-tIil1\'Jir jil\, €' p organ',iisationst.' ' t pV}Cll:i;Itilt i}i:;','l.;l:;2( l ,.*I Llii .t).I thait~ 01~ 
]luV1 C.: L td I Il,.,n . pr, hIl01nis' . Thiku p,:r';sl U - .;iUtl ilneb Li 'IiLh.jorlit3 of'" 

thei u 'ds Frol thlile (;u .llWmnmto lun t i)t hl anIl fromtloll i ; n , oilir Zamb I rldilret 

been obta iii
r!. .rom .ti,;I gu(t1,:ii iliJ;i l:- I ; t[uwltsriSti,ll lul banin gol,r41, ,illW I k t W et'iuit: gi 01 t . > I I'Ct~t Ite[an insistedt[ [L Iiit-;Jlit[-l .', ..ii , 

presttu t i a shiith a e .Governmen.it ol a im inh enopVat.V'ull. Wiellja t on In rno; Indst ' y theseI. Iui lye w fbuill:i;i t Thu eveIuie(lopmentav NW, 

projects or lhu: p.glll: itl[ s,-. Thie 
 ct)qOuper tiv uV'tlli,lns' hav\et ob [lta i a1 lrge
 

sha;re of: e i,r borrowed:, fundsc:- from~ilNAM\l]oald., Xamb1i 
 uop~~tl:lvrw
n Cil .v F"u-durl-ion(l'
 

Finna[l. Services ind t~he co~mmurv i-0 
 banlks, aga.,inl wit{rthe ru~quiremeu, of7
 

a Govtiuelncn U,1 gaanteet'.
 

A funodamuenaL, .issue in the f.inanc ing ciof th:Ie 
 inpu t.siulj] , and market:lng Firm

is the:iir ;llpaLrent Lutef'f i.clun.e v aind rtelat:ivetly weak fi na cia l condit::io . The d;it 

iin "'lb I e ls w i a.; V Lilltrict pUii't:-; L s ave; h:: si e sI't.'iIh:a l Ia,I -. I a oms ; 

in recet: ,tear ; (in pa rt hiu) lti t (1 i-'t' iluwts illil 
 l t'd porI,'.iicilo, :),
 

sll' s;.l!, 'IF;t hermore, :li! :lj! r'e llt'silbil Mi\, For ii nq agiiI, t coitlies.t',I llu"'I 

I-'l I i l ir 511 I.:c LJ)l tib [i iU mv lllc Vi.-f :i) Ii my i i'iw il rtV _' lii:;( I tI t:oili[iht Iti 

from NAMt i t [1o Lll e cooiper aULt h ; t'Iiv Ion VtI 11 I i inco fuioni ,ill I ':.lati

vii v'X'r ;:;iof sc iL ces and s csli 'pa . In addit ii tht' Vti ubit ant-; i 'Mta'sS 

input-L proce"";,s;InZ' pl;r~ist-Ki 
 , I iP'<l;ls,; Thi,t CL~ miki.< t dJill I W l i f r Ithe m'mmiinorvl&
 

r
hankst~ Lo treatl the, ,agric'"ll ur;.l ,'l L-- i l ,pa~ s N~ s asl ,'r'',ln t risks.: v.ilinti
.;p~ , cridit. 
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i go vernment g,L ri FIee. Tilpr'OVeInlts-. in ti eff icien cy ud performa nce of tLI 

parsL taIlIs is esse;LL.al for themn LIto in more reI jable' sotlrcos delbt
 

I in;i.c 1. ._ nw L rcust iand
.ova tu'LIion I beenLenn ii vmu nl-l have oten I ec u l\nydt 

part v10raus of shorFtfalls Ii IVO iiiirnult royur FL 
an i a We( ruqut.'nl I hu n
 

indequat L".cove
t\exp:~enses. The parastawl I. uIisti5 aI:j sholdt p rouhl% 

becoeHin less. depene t o n gove n 1gl] IlLaIiialnllt n;II id llin.Ir el i- to lf in mlove Lcmpl y 


couin rc l soirces,
I in { but icohtliallIC l banks . wiI I v ow them as Fop :1bleai: 

risks on Yi- ,, deIelop moi k!Y! a .li.d equitv canpitalI base :ltl(I .improve
 

off. Lien andy r'. inq purfJormanc s.
mlpe 

TABI3LE 9 - ::ET OPE ATIN(G '; IW A(:RH(I:tN:IURA I P:RAWYAL; K{}OO: 

Jn - Sep-t. 1981. Mi-clh - Sept:. 1982
 
lPorn I I)ch< omut}1:| ( nrp'ut-l: [,Io -2, f5(O( "-- ,89{
 

ambi It urk Pruh ; I. I T.'5 - 22 

Poultry IDeve lInpint Co. Ld. - 351 - 13 

AVE L.,i teo - 25 - 177 

Zambia Aric"zhlitral )ev. Ltd. - 250 393 

Kawamh: o : n . I,td. NoL known - 238 

Cat:LIe I Inance No. ItdI. NoL known - 20 

Agriculture Finance Co. LtC. Nut- knuwn - 1.73 

Sou rce: Economn ic Reporlt, 198L and 1.982, N(3) P , Office of: Like Presid,enL. 

http:esse;LL.al
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With attractiLce 
prices to produce rs and an efficient d(ist ribnt oil and 

col lect ion not:woriz, tlie parastaals shmould have no cron iC difnficultv in 

obtain ing Carm produce or in .scl i ng injputs. ret%;'i i. Ofai ii i:W IIwl. 

p rocessing ;const , the., should aIlo he able rc' ,t ro i: cti levt.ls of
I 

prof t.its
or uijl" Witing ;uri).u,;e . WiLh impji ovuid i;qv!,mtii i I c 1 1:ni s(r;tr'iiU 

financ: ial perormn ie,, the ;grincul tural. marl 
 tnii ig and d iisLii Liin ontorp ri e s
 

wOuldi 
 (51 Jplu)of attra ctLing funds on aunimol-ci a Ilam is rom pr iVate and 

pub lic sector criul i L: inst it Lions w tht L ciiim 1 Lu ; 'g li oiI. 'gliaranL .co,
 

1( tl( Itioand neeoc : ,uI "oV,.riilI I[ It i:80 I ;I ; L 1i -(. Tilier is clt?'iV'1;Iv'aed il( 

to study tioroutt li%,I te le1 :0 ioni ;Ind I ltii l iin f tiinim mnh--enor Ao 

order to esaliI 
 ooh g ld(I iod; Ior Wcorms thia-t can improve thoHe finaial 

per forin e aii Inire, I,
he deb t-hearing 
S;i)aviiy r enliterpi-rises; 4 Li e,wth 

ilaiketi g nd
Liioga-ml i ibuiioi h iii ym iitll. A study rI"the rf rLt ilxi l iliumL1y s;oon
 

to be cd(clilLd lv a MAWt leam should meiC aiiiuusfu ei ri inition to these 

issues. 

The cooperative unions ii hold al.s" Illirov, tiheir e ilf:iciu n' and 

performance that tle canso 
 oxpai their credit lins withl ZC, iii;inncia
 

Servies and tih t'Hliiiiidc Lii b!,, 1banks; ,
,ciictLI,ir dC, iHQiilci On NAllOiild. 

Furtherici-e, wi Li exiem, cipsi ityl- in th [li[irot iKoi , t ilni pIil-t-; iiio le 

input. .ii]pp v inldu i vst, lnrw projects:,to borrow tiindsm Irom th:e DeJoveloplne.nL. 

Kink of X iib i or ,lily t li r I 1 1ickur I :L Id l i tr L . cI ' UII . iiiiMed. 

http:DeJoveloplne.nL
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IV.5 CREDIT IMP I.ICAl' MfNS OF COMMODITY PR ING P0:ICY:
 

Ft must h ' rcco;i)54ed LhLi t p ricing poll cy 
 in Z:m iaL alnd thLe idm:iHit r: n:ii 

of thaLt piLcin, p'1[vcy :re L tcu:; l\rc I i::i -; 1rid ylcdL it ic: icy. (]omnlodiI y 

pr:ice s Ir dtmhinistrat i\clv st.I, )bLso in pat i owt i,'La.i*:; of LIIt (i: I 

production. nterest
III LLH; c; on seaso:1- nal I :liasi w.l1lI as an ol-l) it , (osto u 

on illVost f nd u are iAcI ded .in Li. COSL ofi ril)t tloll ('aI (Lu ;I iiills .;o 

interest r:teu pUolicy clearly affects tli Ithv i ol ('OIl oditL y pric:s. 

FqAIi lly ipiop irtaiit: [,s Lic dmi"ii .r:tion ot )ri .ciingpol icy ic. The goveur-l'2meii 

cont rolled p;-ira t: l, NAM;oatd, haz:s Lie resposib:;ilitv anid muonopoly ip. wer to 

ptrchlse i 1 Iiall f.!20 li ;l i lo i,.ilep 'tp, l lain the ' Ilocal ;l v 'troppl:-ive uiii on.'l 

who l;IVU icUli:lasd h, ctimmdj I t oi I he f N-l h:;, 1 In : ipdsL., NAMlhoa d has 

be2n1 rucl4'1-'Uitrd t Fct..rIlesell Lt: h-; cr pop LI) ilow tietir cost, or ;It iiI;(I(,(jli;,'"1 

marg ins to c'ver 
dist r1l~lA Li.u tiln expensesot1 w i [Ith I ni, tiI sho;lit aill to hb 

cove're(i Ly t'Y*11 l_]L.Li p .:i.Fromiiymelnti):_ l g). vt nil'litl.. Itc' usle-.of cash1l flow 

problmIci n ctmn140(1i 4,I A' NAMllod, I L n, partC hcai I lay ini~du0! I rvvkv1.1 ng 

rn t~ uLi .o p tt':yw~i t fro [lir dwllit " mt, dk,.v havel. (.,l~riinL .y beein. unro iulrrl l 

] I O Lynq t) IVIntiiLs Ivetiu lt2i ,OlW( M e - ,o t ti lsl 4 ' Ifor 1;iciiL ,(-; :l;iUin tlurn4 :;ol' 44 


aftlerC ( '.lcrop l,'l L$ This
Wen t .e II 4d"li, ' : delay in paymety o I oi ,l; 1me no tt: thle* 

only 
[esn


l( ,.;c tl, not: p )rice he rc2ev I)42C;ISl !o.l"LIic'Uie oppit1 i ,' cs)t oi 

dhe!laVed pro' -4_,I.ds; orl Lh,- a dd itiona l inlterest'-t col oi/ htttwl illind!:, it ,;!Is(, 

re'tsu~lts inl dl a;vN- inl repaymnt'],lc an bl ont utd creit' duId hl'~ltl,ct',llls;i. IIte 1-:rlerltl 

mnus~t putrchase:; Inpts four the "p om n lcrop011l.~4 w4ll) I-1'lk I', Ilorill 

ops[ ~l r-o ic p ilti u ts en "u at Lime (ay11142 114, l laI, .LV( 1' ou. tsiliL t i !r I o.' 
crops during. patrt of[ the year -- thle one hc haes dp'livered but lnut ye~t hounl pai.d 



for, and the one he is currently growing, and had touI)noriow money to p anl: 

because of the ,Iela' in receiving, payvment for Wii: d l ivered crop. ,imi Lar 

delays in payment can reuluI if NAMIiuarl doeis l tceive :it tnoVeIIneIint 

subs:idy Payment.; on fert:ili.er purchases in a L imel y fashion, a'in res.';ult1in, 

in cash flow p 001)1 t ii roLugholL the ma rke LMi cgh'ain. 

IrrlespectLve )f I:lie iho Liici.ei-ius tllat ru,;nl.t Iromi :diinist rod pricos 

and a system of subsli.es.C ad lestitutLion to cctvr thi cost of n-cssarV 

services, the admin istrat:ion of that priciag poI i'v adds furlher ineffici.e ; 

that resul t in in.rel:s d co-:s aind n!h i gher 0lrvdii d[uiiids. i'rompt nJtllll(nt 

subsid:ies and roLiLtlLion by ie govl'llOMl1_ tould rcett privato suco cLrelit

demands s ign ificantly . Chiai in pricing policy to r'diuce ini tellftlLudaiat- Iove 

subsidies ind Imar
allow 1,1gins nay onrulii gv prdilctLivity and reduce payment: 

de lays, " a -lihn y consieredli: l d.,irail- Lo r d (redllcllle " pr ites, i t Il'in is _ a aL o 

he more effic:ient: to diroctly subsidizeIfod pIlrthassC at the consumer I ,vl. 

.6TVA INANCIL BHIOIUR AND RISK iRiSPONSI;' 

I,1 cl1i017s NII1' Vt)y 10170 of r ink ini devlVoIp ing Ns5 wellc as: developed111( 

cou.nties. in i i cass mnage ent:
: jl deci sions IhNt scp. I.icu L ltl1e \liiit 


incomlle enhaciin goals ,11.0, 'ty, 
 Wc I :, 

analyses,(.g. lopkins et :l) have doculmlent-d rho llinaiial iLgiio:ies that call 

be used 

ini rua aIo irnp,, ct o risk. ec nt 

to reduce the dj liSatl- ecolinmilic ontuilustnquc of isk and iliioerta'inLtx, 

)artiLcularLy tWe hold in; of .iquidity rough' i V Iirltiiih ul'qlc: o trvrs rves 

Those coincepts may )e juit: Ul"L:ii lI ' appro))riate h i r.:ot,il.Zamiu irregul, i- lair 

paymenii ()i ', irlllloll: 'eu-;Lilt-M , liovc ;uhsIdis
I onid 0111 (i N sIvIIiii rcc-livQir, 

coIpenstio [.fo ro)tls't : re lt in sigi iCiNlicome rink for Farmers. 

http:fert:ili.er
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To reduce the clantces that funds may m.nt be2 availal. to p1urcha1se'
 

inptis when nh the Inx, l a rUr
(ict'nslryV, fLrm"er hold ,t! v1.ltoLoi:2 tha otld hIn
 

sold if n!oclesarv,. :,vunt:or Le- or crops might. in n
iQ, sold lh urlnoral] mrknt
 

Wh rj prR :s25 max'i t,,h hi wir ind payment is iu:idc in 'a:: i n. ; .inr,.jitlon 
 (w L c 

may )e useod not a of aits a ofonly :.s store wuA{h L a]o as source l:i.qtidiy 

if funds ar. l W(I(Id Lto h)1U(Cha:JSC or-Mts:li.r iliptits-; " :i;UL: I:n 1 plLs; S !A
 

as ferti lizer m:!y he held over to Iloj..ing years5 to ,,ri:iilot, ;upp i e aSpii
 

prtLtet- a:.:ji iist p)rice inc:rea:se:s. i u:i.qidiLy is olt liel d inia finni al form
 

(sav:ingsac'lciotun , tC.) because ofl ie; i, 
 rtil:lW-; 01 rese t. S terl:u wh :ch l 

in docliiii g rie'.al ti'c his i pwero r.ci finC al avi.ngs~i*.. i ;t('( i iqui Qi:V 

.S lminLta1iined in the ldm fi resourc reserves -.- real ;.n s tl. dot ln,!. 

declieiO in lV lti, .. Lb [infl aton. I"iit'-Iini-- iorn , iuieL Vi rol; faros of .rwiitit l 

1il borrhw.",i full !:; eucoilia ,.; teno s blini L;uHt i o, 'redit. For i ii. i ] . 

geLneratedu sa'vii,:; ;in:;te.:W.;il sl vin's" are ai nedt mai :t Iv.- of real 

assets. 

Higher real ira te.s of interest on savings and loans obiineliUd with more 

p redi..ctable gvernmeviineit pr ice iid ]J-i2ienL po.I h jnwoul d reduce the eited Lo 

hold c'rrecmv riiel res;erves, [lie it il i;.iLioii oh imilemial Ivnd rusIrce ilicrease h 

:) andgcn [erait t,undt-',, :uer'rvis inani il I sac iigs oh i twi lte i heli 


zed.i/.,]th roui the nci:i ,,:-; rL idt av;ivmid inmii f inii ali n ilablc tilL: form (of. 

cre i:Lt it to Firmers,who h [aiidoq ta 1liiWiiilv geetiated linds o 

f:inance thoir opcrat.ion. 
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IV. 7 CROP fNSURANCE AND THE CREIT SYSTEM: 
ll)1ui(,quae:I 2ur n 1-,'.Ltes have beenI1avv persisLent pro[l).em o1 most of the 

govelnmet 
 len-inM <tpli's in Zambia . As is note(2(d I Lur, nllmerous reasonsl; 
For th l wI reoe'r'
y 21lto s can h, idet(1.1 i I ifI. Il rv,, t Vyll 
 -rs, tle revov,-vv 
rates or th, co(mlnerCial bjks ,s well ,.a ; he Ml)Vv lt, lL e211 ingsnd il g L UjIt.; 
hove dew.e( ( arIlyl du, 1ti;,to d ' i t Jnd[0)1. I .ijILl ha ve,' r u IulLud
in ) oor
 
yields. One m tIn tha t II1Igi heIiug-liod sed Lut Olnianll rc((Vvt I'-l.'r11 ; in y'arEs ) 

adverlse weltler or otlher Crop )erl s 
is crop insurll nc. . I ;ii; 1-2C21100 Ho itS ar(! 
nloL newt /lll);lll /I) ',r l Lure11172.Many Ilenders reqluir We b rrower c;olurh as 
li fe ilN;jll;! [2] pny blo Lu thle I ond to cover 1, IUloan ini case5(2 
 of- the )o rower's 

dea Lh . IlLi-puril crop Insurance is ;a Iahib Wr5! spol2 crohps 
on N .limited 
sctale (Economic ReporIt I98MI). IIw VO [-, such insll ncei ib a'iln , oI Yv ,'" 
alclOag s in x.c :;s o a I i mutlfll ,;Z( (si () l ,ciL i ,, ol maize, Io Ox:,inlu ) and 

even for those w11o quali.f1Ly the t'2em Imn l2e)i).' ILebhe Ii.Lglh colmpjar-ed to t:he 
indemnity or protet-I (1n iec,.. ',.,. Farmer11s whi rtLiv. 1t( Less than 16 
hect"ares can als -( II' ;l In surlnce against fi 1"an.d li t,ling . The premiu7Lm1 

for this pol ic ;1less tLhain t hat 1or onI i-pril;. 

ill Man'.' CoUltrie,, cirop in.suracel(so L a n1,1inltgraJ p)rIL OpaI IIrILcred(1iL 
program for rarmtur ;a pr((utci is r'a1qt1il-ed(( to puchase crop hlnsurace as ; 
condition of oli[:i .iLn., cred it m l like h is r'equi i rel d Lo0 pnrclh:i;e life 
insUrlance . I mnrovo'nor1f>l - [I [11(2t pricing a dJ)1ejtl it'-_ 2't1 [1 :inli .heIii or(I1 LIe crop 
1 5ins lilo: prog' LIIm71111 Zalui:a, in(l( ud 
 l(Ic iy .ing ti(aIion oi rdut -i.on (f 
the min:lIimuml 

sLze frmlIn ht would qua lify If[ insuraince , would make it It l'oreaigtl. .ItL\v to 

http:pro[l).em


- 39 

flarurstIIld In'LIe d r a!iIMh: o . SIpeifiaL ly,jro v iding insainliiiet servi: es dir ectI 

tho hilt he c red it in:h -;LLi.oi., (n l: 
 ' wi soI;.;ln onsibl
 

for c r ple Ur for;s otih o alurrnL u poIll icy 


t a li U ouIa d;( he Irelp 

1 r ing 


wilul LIIu. I nm, r iL t Iv 


doIl e Leiremi~ ) 

ini F. 
 o tpns:h es, Telie AM, lH;ready rayi i d,s Il Isa gen
 

sLervi '.11 Ii
on Wha' " Ft'iiiC il~I I Pro [lWoie isi ifludeti iin the loan Lan i( 1
 

(delulcted L We . huLs' 
 I) A t Officers l etet'UIIL' compl i lt' licaiLtn o ri
 

for t.e F I e I. n the cais of pr .I: l.ie - imst- mii.
ltrougL, ' it a h I(lit,' ss 

for s;ii iarmers' mi:hit il lLtn L
he do ieo FC';i.dl' , - t i. Iii ivl.i L r .li FNI-1iti 

j .iLts, ind 1ncr ease'd elr [nld h ic c roill) drlI iiVl WIw Ivnl 'd, . ) FLd ic" t C.LrF. at 


potetial .ii" L (ILIl?-Ly 
!" vI'Leiit h tilnsurance co 
pa a thiIIustl I Lhed l; :iI 


coanilf l dJIce ireiminlil-.A clit -. fcctive and'
tol e' UL:a 
 .. ]
ell d m.;id Il;ist crop[ljl 

_IoI_,_r'
inr ance I i ..acouldI siuiiif.icn1Ll(y incraseIu.l.y_. r.LL.s in Years f: 

i (nuti , 1For1i'rm ; Lo lho,eSlrLod iiinicnjn or re'seI'rhve:sI L) covIji sioc 

llil, resoices: for s.l',;iiiccgLu SC] fr n dr -'de We1 demandi fori;Ie;a on I redidit. 

IVNTE'IREST' RATEl ltiRA.> C S A\ND l'OI, CES: 

Quot(ed [lOll)jil rites of11iterest have tended Lo b~e low relaiv ]Vt I 

thu rate aori Lfl":iLion (TabiIle 1II0). As a resutt., real rates or inuterest i.e. 

ibm i.iiai rates aidjulsted for1 the expectLed ra Le of fiiftLi Oi, haLve been'i negatLive
 

.n rec i' eat.,,irs;Th' (I'itLL'd
. riLe on usLJV igs dltposits ,iL vulliLli',1rci h iiis ; 

the Iowe t itse.eli per c'".il Tin deIlL:( L'(I .sIl'; ;t'' oIl'u <a r tue of LoIll ; 

one-hallf t on aad c u, rLLu Fowei- agel iil r
p tl t tt L Iii I L.n' hF sil-;ltWIt Vlii,', 

deposiL rt e. it hu mili.iiim[ll LF i .s the thtoilmii l W HI,L.ILi lilt)lai raVte of' 

http:FC';i.dl
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10.5 per cent. OnLy a few private debtors and tie hankparastatals receive 


credit at this. interest rate. 
 A suetoral ,i 1ltfl(renltiaL.ed ral:. structure is 

mainta:inm d for 'll otlher (comlllrrl i bank credit. 'lhu Wan rul t noI gr:1,icu:i ltire 

is onet pur'cun.l~ig' p-ointz ab~to prime, ? nrllI 10 mvEI:. imumll r",1 Iho- " W i0ly, W1 [}t 

rema ini.inl secto rs is thltre pe reen t"ge po int s ah v, prime. (CldIit par;is u N ,; 

also naintain tE is Loan rate st ructu el. 

TABLE 10 - (MM~ERCTAT, YANKS 01ffTICB INiiR ESI' RAT ES ANI) INFL AlTION: 

Nominal. Rates of Interest Real IRkate; of Interusl.
 
Year Savings 6/12 
 Prime ligher Say i nPr; i Irime

Deposit month Loajn 1ncome Iepos it monl tI Loan 
'Ti me a Lec Consumer T i Ile( IaIC 
I)eloS it i ce Depos i.t 

11Li o 

1.975 4.00 5.0 7.50 8.4 -- 4./,) -3 .40 -).90
 

1976 6.00 7.25 8.25 16.1 
 -10.10 -8.85 -7.,i 

1.977 6.00 7.25 6.25 1.7.1. --11.10 -9.85 - )10.85 

1.978 7.00 8.25 9.50 12.2 - 5.20 -3.95 -2.70
 

1979 7.00 8.25 9.50 
 i.3 - 4.30 -3.05 -1.80 

1980 7.00 8.25 9.50 11.5 - 4.50 -3.25 -2.00( 

198. 7.00 8.25 9.50 10.4 - 3.40 -2.15 -0.90 

1.982 7.00 8.25 9.50 13.2 - 6.20 -4.95 -3.70 

Source: Bank of- Zambia Annual Relport I98I and l.inanci al Rllrt, 

February, 1983. 

http:1ltfl(renltiaL.ed
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Quoted ra es of interest understate .oan clarges. Zambian cred-iL ngunc'.: 

iSpose i numbur of fees!; which .su4i;t-antina lly r:N No.tLu effect N ouminal rat. ol 

interes2t. 1i e inc.l.ude h:udli., 
 4:s,ha rges,: hpp ij It1()III*(4 ;, ('01i1111ii ll I, I (4 4< 

penl: It 	 i ,on .,kvu rd rwn . n n W .I OIAH 1-00n for7 	 '11 ai;, ,aId I 47 4Ij"Ll'4 i4 ' or. : (. .4) 0 

for credit:-Wi.-ki nd tr17a4 ;ct 1.)4,;. I lol L e o o'.I ;L r:lLtm :4) :r ,5 ri -; 4 I'." 

not (711 L g in, :_rc:sl 	 :o,l 1 redi ngi,,ll e HOI).:Ss i I i. , 4,;4.4t; :ba by 4-14,1m,.:im ,,: 

caLculnting. iiturust for a 	 lomer periud.l Lan tWe ncLal. dur:t inn of tMe I(mn." 

s W ricul t 1'1:1 l ns, eflfectFor t h, iW ax' . p:14' 	 I nominIl loan:i n rat(s of 

intll e::;stm , ' u ]uIoted n l11 it 5 .I)oxc ' I I h;,/ .'4Lup'4'YCvl I.1,,4) poil,ILm for c' 1114lm) Feiv
 

banks, 5.7 plerveitage ,,4)its For the AFC, aod 5 porcenai;gr points for lie ((.
 

The level and strueture of quoted nominal rates of int, r4,St Lhrou;fhout
 

the formal FinnuciaL s.;stem is setU by the l:tnk 
 oE ZaRbia. IiLptre.%s; rate p1licy 

lppearS , hIav,. WonC21bas;ed oH 1lh fol !mWi n '4 ili ,urt ion,', a ad .andanlpt- i n:. 

111 	 f amiIa o: d1The Ba k *,4F wls1411) Ii 1440(1rage 1)4(rodi-W1 i i n u ic4444is4ti Ni d tol 

taIICa.it ,'r:14 ' '0 '.HS . [L t ('42k Lii )1..) rO.-;l'' m IS iv4 at sati11. u' p)'1444 V , []I ;' I 44 

ced:i.t The14.loe..,,tr L.oan r7Oatee 1 int-ret For ;;i .It: t!t i, inip o,:hr Ail t 

:l 'tti t - . 4 1•11-,.l.[ ll') : 1-;'eri7'.41 tct. i.V i 1'v ) l" lLhiglt {II: K,;d-!, -'4:"4;II 40.';1.4.;.4-1144S 1iil~i l 

ng:1t'rit:u.i LLi ,lc (OI '1[t.. t.,O-7 .4(7IUI11 17olc s r'tl~rln "L_ Lt . o41 thban nr:" s t'or.: of vile 

economy. 
 'TiOl' l;ank of Z;mbia also assmet.s tila L ia.0;i si;ave.,rs- doI n l not 

1. 	 l'ie,\I.( 1,.4.; :h l.d&gr oo1 ofi I:Z, ;tind lso-'lltr l; KI i4'r ea:ch appl.icg t ion 
fo1m1:,:1" (I '. ) 'W IL,(). The) C(" (illr,'SM' 0N".44:4 1iC,, 40 or ..pe.r Irindeach 

10.441. Ca4!:: ,. iuIj h 1.."(' LI 1 	 comiII i t1111,1.I to-; ' I It-n ilI y;(117 2 )1 ',) .. i4I- .11 111 - II: ap,' : 4 4 l l I(4) l 1r d r 'I OL:44( . ,-r9 ; t14 .hA ':" Is,;I1 
-i1 f'o . ,11 Ia l:)1141lc !: it')l'l4e 1 ('11 1 . , ,1 1000 ,r:,(' 	 V i 1" tj;,il . ,a 0(.11i 

. t (]'.'.'; [meu. 

eVeH kha 4'4, lmst;I lo41!,4.1[1he mdh(- i11 9 ]l li i-;
 

2. 	 Both II- A.id WiCI 03 c[,-ruj C444 12liI4444tIsea.; on-;L onal [0,111:I 

http:taIICa.it


recognise thit Hfia tiun erodes the rentI vi LIi' u1- their s:v:i igs -- they suffer
 

money illusion . As part of its currfenit iidI, r: tn wLh tiLe IMF,11,
tudingo the
 

centrl- bank hLas sought L,) hr jug nolniLn l itilt rs L 
 t..;u Lor' Lin I io t tiLe
 

rate oI p icei in I m ost-tio[.tlIes wer'l'' 'l in = HILIL1;1L 983.
[llOIX'SL 
, 1L' lower't' 

,ddditifonial interest:; W el. ridjut mulnts mnay het w./l"r'rNlH (ud .L"furthe c ourage(1ll'l}t
 

efficient savings mobiiza1 kit io ,'.1(1 treedNit: ii 
 I CiL ion, ;nd Lo un'isure consistency
 

with tei equity objecti.vles o1f the Govurlomen.
 

Provided the c:redit iechanisims; Iunctiol prp'erly, savin gs wil I 

Ltalblne
cnIrI'' _l)I{0 11101L2 L4 /ii ilbcllii (mro mic Lr'g,l-42re L ti r ei Li.'r is tihe' I15 41U 1Lf4ll 

of savings in linancia;ll it .iL ti4 ,Ll l , i : i-hu 


f ninanilal sa51ving.. TLhrieIILO 170 1 l nn1(1OIL t l01:; Lit .,rcL 


n Ldth 4, 4,a Li .IIVliLv s-truc4'tluVre (f 

i ;Lh 7:7;vin 7sv becole,L 

ncii izud and Litiomore filn l 111(1 the IsII'[I. v L[I.'LLII'o 44l lF 4incial IavLLs 11115 

1 L. ln , nd , t h r ; iio'e I or fl 4(1,4 1ii)', of iLL'7.thiL r 4 ul LV he' l'71t I) iof 

curreni' V (lt most "] iquid finania'.1 Il ss :,t:) LLI) oil 1 InlcV plius tJImei aid sa7lVins' 

dep sit I: is71;s ' 1 ,i !i, (.261 in mi82). I ' nuL ;UI AI s) ci II ban.:s 4' 171im thait) th u Ko't' 

a s ignLif-icant Vi"l, qu, of tcurr nc:v fromi themi Lot U Pltrura';l pnhllic. W; Lh ",I those; 

rvaitions: imiplv tlie ox:.i - elicO Oft a suihst.iin. villo, g 

f inanci lI savtii s., 41 1141 -iiv 

obs il ", iiigti I. li iq i 

5 I]I' H 7 St iL ;, I I is 

rural
evidlle t tit;L m1II;III' Y ' ZIIIhib:ILIs a;nlV1 iLL lOnl-I' iLLll "! FllIl ;, LLot;lIa ly LtOtL l . 

Eveni tlougl t. dii[i olli u i doLibtedLyI alrttly ex I:pl!iin; tihi:; Il-efeen.e for non1

illl-ln t i7:7su sLIL;,it 'dluld he I'1c'cgnI11 (ltilIG o I '4':L.cS thlII' v;lues11 -; iof those 

ass ts ire pos L ivel v 'Irrelalu' i wi Lh ithe ; ,' t, 1 ii IItlii, t V S erIe Voe is 

infltit 1n liccIugs;. It is1 th L' I)irI, 1 )1n 11b, Ilct sma1;ll stffer1)1'iI th uvcul snv_'r;s 

l'ronil]l 'Illo ' LII.'H (I,; () l ill .'.i )r1Jr 0 , wiLh l4w or1"lcgatll, t:ru 1nteruSL r;n! ii Los 
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on e plOl n .A. :1w' c A farmer'sI wh II n o lt I ae I Iii; I linlI l I 11 l i uIt ,;I r-I I.:;1, 

are" mlor-e. inl' I O ,N, I" use;t ll;these ll'fun F ]IfW '~' inltms r on-{t~lloff',-f.II rat iln ,' l ,'1t1O 

il hank pot ; tiI . b~LtL' 10111 l iIAn cadd i ~i! a IIII Cal LIIb For 11 I d toIlN,'rtion u,-)I 1h u ; i t:;.t : mol tI. Cai'll llade 'r lioill'llnIn lI I ,'i-pr ; i 'll
 

ef :i1ntere . Siiavor. v,_I lr lferI: hold 
 LcIII r'l"e tItlh [:V r u -. fit1)liil' 

oin dup ,;rl:,s. 'I'It(- r d pos i L .aLi s s'2i ( rr lia L i c, I-;, ,ci I Iv Ior r raI' 

There fore,, if, t.Ns.; i a aikl.ltd' e,,l ie'LI. ;Icq; g, l lre'" llaltl,iitll:; ' c11"1 


numI .'ll ofkiave ltc vI "Ill lIVill,, delo.sits Illa
an InteviIresit
, reisolnWt' r sli
 

and. t tl saviLt,ni.
 

Dtl!-;p)i Le. Ir,'{'onit [Iti'll ;I:;e-is ilu noi l
aIl I oall ra;Les,; I'.) IJ o'l i ,rl.iv, I al;l r:lt es" 

o)f inl:urest are, s tU l ve~ry low and{. ar1e( neg-atiLve' in' some11(instances (!:. "LoopII r'to 

ca.refutl s;L~ldV I :;-ue, needs[:
A i ss ILu. be d"HWl,. No,'( olwsbI.'iltdoes
:, ; appl~iarI
 

I';lO:; ll, .' Lu(r"n(1I iL L I.s - L L :11. ' iaU }l {Ii'lu;;.1tC-1 2.11 ,II"
,') a_,-; I I I ( 'Vet.] II. ',)l I n ,,,

ca;pitall s;I.o(:i toJ inVeL; III t inl s;p}'rP( p) rll--
 :;Y.St ,lIP li'c: 

which purm[L-; iIHfl perC'tL'nt wr t-{{"If of machl;I.II]ner i nV tw1 voI5irs, Furtherl vn Ii'lril gull,t 

this: tu.ndit,Hcv. E'ven. i 

. 'I'lto of l iln(.vnr] ,'{:
 

l {),,lce
en A..}tow is; made~ll forl .lte poss;-ibility thatl{ the, r','ll i l
 

o +
1. Mob.[:[.!i ank [the
ll ha;veJ potentl.I f r retdtlvilng unn';lll
;;l in c(I;iosts: For) 

dIepos;i~ltors but AE is;not. ;It all c!(lar thatll G o11sameIK or1 e.venI greater'l u' t.t; 

s:¢hiftedt the: ilIt;I i n(H. a nl{ ot o Llc de:poi tory 


http:off',-f.II
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heutrunnu[tvy char'al:tturin,;tic 
of Zambia n ~ommrn'c inI agJricuI Lure mnly reqtuire 

lIarer thin I:1lllul l;l nlitolries (fn ell\ spares, O 
 I n vot.ment:Line. i aidVehilicles 


eu"(liplmullt 
 in ha {t hI
For'l~t 1;{u tional eco.(lnmy,
 It absoI';rbs;
' scarce': F(orignLI
 

e-cha 
 ,t ii, li,,, it . Iv I nlarges; cro it dermand , ,nlh d..pI-i uWt, r prl ducers 
of s]horL'I-[uIrmI 
 I lans,. 
 Pu ,aslll ong as't'ci:e]diL Is: r '! 
tiwv.v cheap(], commeialCti l
 

farimLrs w ll t.vlic .vr- invu L.en Li) .OW real of ltcr'iv, raltes 
 f int c st: Im.v haIvo
 

lsO (c.iil l excessive l de:e;:lduVcv'ilV i el (l bank it,rdAl', le.s; r' 
 'tc (rlaon self--


I 'i Iition L" itI iill "ll 'M)lH t 'v Kl' i :, . Lle' re ime' of negat;llive
 

real ra tes )P iii:t::r .t wosl ns' ill i l ) iid'si ( ,.1)4O. Nuumg Iv\, r'i deposit 

rates or intere'Ist ip iu: e e ri-i nlc; 'll osse' (nIon't'; :i'" ,; Luto W e t t [alavers Lhs 

lf lat Lon- i dul'ui t' ''t Lit io u) rtIlL' ;i I valuew (It (h.,pois iA-; is ) t olfst 

)y Co FEus)p uii i innteslt ,PLFor, e l rst' . xam':p:;ill.' , I11;1t :ur i ng 198.,!
 

the Hialit.ion rit., w;'. 11 per ('cnt and the savii g ls , itlepo r :e ul in t L -,:. 

7 per cutl (7,i, ldin, a llgaL.it.ive run L!rate ofI'( pll 
 LMeit
c'ent ), re,,il VII p i f 

sav in gs ri!JWIsits helI i.n )ecellbL 'r, 198 Idepre-ciate d rom
h',ill M million1 ,t: I 

million, a loss of K8 nil l.:ion.Savins del IiL4_,llS heli hii
i ,l v umeru-s Inw-incllollk 
i indn Is wlhoi c:l'n Ila:; : a fford year lousses, u I iLii :; Illi g n itiide. To ('oitlippluid 

thL prbl mi, n . uv I'll lo;n r;l of: M ere st sulls.uid-;tizri h .:;lL; l'e 
few,
 
pri vilu:t,{, and~ u ;ulallv t'.-co (n ic'al]V b)et': r OFF: borro'(wers,. In essece,';''. negt:,';
ive'
 

in :11,in ret ';it(tes 'e;:sutlt WI :;uili:;iili:::i 1) 1 tilt'I, tc' richfLw 1) 11hp P1,
1anv '. 

A colliull linLrib"IV
I to LLop;al .jus i- re.,qil -'s A L ;i11
i ti:iwI 'e;l I'a t'; O'
 

intlere 
-; hu st; Lab lihi:i. ud . 
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(.rudit i.n:-;Littutojis ln lutali a spread btwv ,on lluir inlL-T:: ;t costis anid
 

tihe int:er(st rutrirn,,; oi tL ir Ioni capital. In /: ibia, 
 this: inte.reso t r"ace
 

spread is lInr i. 1d( , the ii;L iuitiiori Lv. l tL' ,ic'Ht e; ,jlil (I s(;rea 
Ih - ' 


ilteeClnded Lo ('( \'v ,admlinitr;S ti.vu cos;t:; a costs, wle're rh l 1:t:er
inl risk 


inl udtie nil:
o i l,' Lh, pro ba ilistica:illy calcutil, .,d lo a ; of iivatr's. I -1.a n ;111d 

Itoai cap tli thlrounhl ['fui IL, but al so theios I;tsi Lh lilor iinurs in 

purstLni, del:iquvull h.tutors . 1t We :inli:r st ri;LP s ra i,'L qiudt-e Lto
 

cover" th. o; ' 
 n,;t::,Lh 0urd it insthiut ioin ilose, i5;a'capitalit'I. b;Il e and runsW 

thne r i sk of e*venitua lK nruptcy An a.;douliLL iiterrtst r"ii spread is thus

c:rucial for Ltit 'th:e lj. I l,.c systemiL:hL oi. Finni i . 'The aa.t';.et'(d spread is'licI.ronso 

Mie1n in so- sinceFlaifi si s:c. :rises istrative co ;ts WoLId.hdmin :Lso hu ris:ving, [ :lso 

ilcorse wLIs Lwhen
r oani1 arreairs or.defauI.t rate rises. ActuiaI in erI;t
 

spralds ha5ve I 12e1Iss a:]l wiV l ,rranLed 
iin A/,; Ni,'. 

I L :iapp al;ar s t h a'lu tI e i L es tt h t r I :te sp1"rre'i ah s r; Ira ema i n'd ro l g l; ty 

con.s;t'nt !es;piN incL:r:aso:.; in loan ,.liiii 1 r(ti".t iii 1111 co ; t n's & L.,, j 977 am 19H2. 

For comme1Hrcial l);ilks, Wo sprouid IhiiWo'Il the mIIiimumI dpponsii lrnu iid Iii. 

mix timui [la rieu was .2' 0 1: ipFro 978 to 9)2, W, W e, fin lly liOLOi5J1', 

to 5 pI r: nt in 1981. Tlhu Ai"C:s iA :lefd was (,llCtero s s .,:, oIe ;i.Iaid ir J-hp . cent 

(borrowing rit, t IO', per cent ni inns oi lu -di. , i t o 12 puloc.iL), lnt:il 19H3 

whencispc i loans funds ait Q1 per coin were ofii"bWind from1
jthji Bank LII. /iN.lo 

For the A thi, :, dhalis I)Ot; ;iLLt I 'igc op rLiin, S:ll'S i :; iroml :h. (oVcl.' 

.uhsidi i s::; for alm ,:ii:;t . tivo o %,pel; s w [re,0 0{.1 K().! . I FI I'ii- It -rmol , . .lI ' I iI 

there is ntoLi ;iaaccepal.. [:a ul ilo..t coIver Il,rneto IiI, ldutndjusl 

large risk cosl s o1 somi c redit. pm i..; laLi ] 1 o.nA there Wo :i.b1",ll ri sk promi,I 

http:puloc.iL


for some credit cu;nmers, loan char".- shol01d l!Ipiintue orI"r' aiu'levels 

of risk costs. Adiitinally, c re.! it . inslit ii t i,(n wlosw :dmi.n i;traL:on cms:.s 

are higher Mhan oLihci- c'rd i Li:;ti ut:kions (I t ill :,. reaisoi btlu levels) or 

whose loan port:l oion are i -ini.cln l,v r. it r slllld lhav. highirt loa.n raets
 

Of interest than other inst ttions. A so, 
 because adiminist:ration costs and
 

risk costs vary among :;toin wcstlmi.snag iven credit institution, the
 

insti.tutions should l t:Iter pr'e t_
1 discrii.minate :tamiong their ctll omiers to reI(l tc 

differences nI ows or :t I erni v shlId charge a ui nir Wan rateI
 

so Ft iceLunv hIiih to mover aiverage~ costs. iTeu Inte apprioach imp11lies 
some
 

degree of cross-subhsidi.zalio i .e., Lower cos_ clustOlmters du facto subsidizie 

hiigh(er Cost ci S toIIC'rs. 

Zanmbian econon:ic au thorities Flavour 
un ilformity of l.oan rates:o acros 

and WON 11 insi-tut Thin polIicy should1( bp aP-:nmiIned on severai I OninLiiions. 

II 


contribu t:edi to NK: tan t LaP;eItiuit o 


loan rate un ifiriLY across w idulIy d Issfmlar i1st itot bus and pror~ramni 1105 

)o g lt 
 riLi lit oe t ivyt liii ic sttir 

sginent of thec~ ri.t.
L'': sLem. Moreover, tie uniformli rat.r t ; not be.n i hI 

en~ough for fl I interna I ross-niihsidizait 0iii ini. ceit itpla Al so,mt I tatai. 

the inabI tr ' f ,o' inuertci.al h:iki; tt chaiirgt_ disrimin,'ator- prices accordjn ,, 

to diffterences in ;llii ni,-trAlve aind riik cost.r i liht hiave dieterred them From 

providi.i; crpd t Lo: i it oS to enimrge:nLt commiiie r'iil Farmers on a grea1teir 

scal e Liii1ur'.rnI I'. 

(;aii.totd the desir:bililtv "I fuirLhzle- itn m' s ralt' reforits, ;n ilpuriait 

practical qucestio n is what magnitude of revision is dosirahl l and feasible. 

http:inuertci.al
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i'.irrin flll:.;Wtl': iil Iii ,.L t i'ic2flhi', ' Ht ti:-; IC, I t.12 [:ilrt 'nitcLi) (jm.iC;t ii.fjlI t'lll r.flhlj) ;l. 


w to req" We re tLi c lte i-i. pI.-a
FL)irm~ nn r I h Isicpcs 1" v ii mo'IiiI~ sys it 1, im in 

Account Q ;;; ([ than
compul.:tt'io.n oft ,l~l!!, Iheldiavi~turaf rvl;IN i.:-;Lu ips; this; ru.port 

r),)vide ,hi it ' ,vail .cou.t o w2.,ith' in the- timLet, riesources :i nd i tint L int r- ':Ndily ,i' 

N'one..the~cless., r'ur,.,II n LL llzL,' ),Ili- canii,. m,. w. Ii ;L., prlo'vida{.,dAl at !v PO;L,., be n F r 

:i nfiI rateso le the iured illln tion ma ,ge,; ab:tv p ro]portionsi, -e(It :iinc're:ses 

nonl i ,~n I InL:c' t; L t'; Le.w Nr' uli kel I ,to l,,, la'g!,e. ,,cliti , reatsOnle:i1) 

re(1hiner: Iv i ', pr odii pr'l.'rIcs'}) 'on'N e i'N Les of rLt. ttt;i ' woiL,i d I e'( econoti L I niigp 

fut erLing tt'(ih(!l'.' LecolmL e i i"of 1!c'itt lL. Third, a nmi ber of po'tudtL.iont toni: 

es-tiritesi.; iicate that intorets cos ire A1 anil prit irtIon (no thinIl. more 

L.O per ccn:t)of{ M Al:. producrtioni costs. W e",,{thlis wery low ,. :ig,,ll of. 

Int et -[ costs-L. [in L l_({.l costs.:-; qtlit, s-ixe(ble' Jlln l'rWl.;t ; iln W in'l (Qhuirgit.s; 

do€ not inrJl.iu OW N1i pro'ducti~on} costs' gret' ;ly>. {,',r example ', oven'x if" wec 

assumed unreaisinI.cally tha Inai ', 'nloa chiatrges ihot ii p riiduii costs wouldi 

IiCIica Is'1' (on'ly 7 per 1(1)11rig, pion.cent, h:rdlv enot gh tL, {)i O(IU('t in -I 

ful'l'I. ens:" it' K H Llt;a tu to , cols-tte'r prI c would r isHe ciit'l il'Oqi(r )iiliyi'i\ toI)priciI 

the II.;), iIpri h il itli , -. T h ist; we,i. 'ak ;ii it iii pod utcei' ptrices.:C;,M { r 

rate reform d ii in .c c'rel it (cIchargc'nL "IV l ,'-;e {hi F uilth, ,igo iO; ,:do 

(tjhan ited rates , wo.ldolroe lItt quo l ra Lu::; olof inte rt. ittdiv';' Upljw;ard; Irat'revision 


nii.i i' l ci toot '.it ' Ait;i l- lfonL-vnd
'edutice. Lilt tii nm ui' i'ot lt '0i tirough M N 

o;ding of {, it cia g',2s. I L wCo'tld il).io lt ';.:ii i'il t , in ch owijugig, 1 : : 

uLruiL i',' Iml icit and ,HiitUtiolt'; ul V , : d thereby induce ',''L r 

(uFfIcIliiC *, in i t nct* l oi 1 L'iJIii .ri }auni 

http:inrJl.iu


- 48 -

IV. 9 LTNHI)!'T ' I(),N;IA( (CS'1'S: 

A key c, n: idIurat1)i in Lhe cvLuain L Lor I i i,ancilall
i ifLen edi 1(t )n 

I)roces:; ()1 tilt. l-t ht ) t J)Ull'L ui c e i iaIri tR .Li"l
I- :1 prt(i (.UI, i the 

Lransall" Costs - the adni .si co stst ly r (24 \,2,2ili hnk i 0), : (l420 andI 

recOveril' tihe 1on)pIroc e.edtls. Thi s Lrll q Ii I' C.illiL ex'eedi 
 li lla r' in 

between the 
cost of funds 
and thue i.i _ret r~ti
I . Ilc;1ir8 .d' t ( h1 b)orrower,1 it' 

the landi inst.ng ution 1s he
Lo eco.nJmic:2 ly viahl .
 

T1raaLction 
cost.s include a number o. eMsWll - the salaLrens a nd 

perquisi Lies of personnel, huilding rent:i, 
 t;,rave expenss, paper and 

li-, , a Iount InigsCrvic.e;,SUp) etc. Tabl I I1 oiai z., tslit,We est: iiat's or the 

tLransact:iLon cost for the AN.for II years 1980/1 aid I982./83. DataI f r 

1981./2 was L :vailabIle. Tie C,(l t'l 04115 :are based oin cc' in'the tt.I 

statements pro'vi .d t),,'
.ft.
AIM t)iI uta:t ,0;IIonssuges 1 that in I98()/H."I AM;(
 

Lncu-redu tr1:an-sac: ion cos,ts of approi: matl y 9 .5 g per Kwacai ent or 9. 5 

per cent per KwinI'a. In 1982/83 r:}s: (the -L tjon 1st w alulaI ed 10.5 n,. per 

KWaiha I4(? L, or 10. 5 per Cent pa r IKw;cha ila i
. Si t'ransact in cost 4,5 t0SHi 1h) ,
 

were deve2louped for the , Sa I1IIaiidZd in Tle 12 from d~Ll pi.' 1ded \' 
ZCF Inancial Suervie(,. The, GS ians;it .l4n ('(t), ra'et if lll .3.8 ng to 7.0 g 

p)r*Kwacliei I epenlit ) uoI) let)l Cooper;t ive So;c4(iet y as i llust rated in 
TaL)ble 
12. l'he e transactlio costs are suh.sLait a] I liower thai those 

i n(ur red by the AVG. 
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TABLE 11I- APC TRANSACT [ONS -COST1 ESTi'IMAYES: 

1980/81 

'[ota 1. expens;es K3,64 1.0% 

Les; 1.nternest paid 1K I 11.9910 

Tot'll Non [nterest Expenses K3,5327.108 

l:shbursemlwunt; - 1980/8 [ 1(17, 09/i .000 

tKxpense.<i/,wci eha lo aned: K 3,527.108 
K. 095 or 9 .5 iw ee

K3 7,044, 00 

1_982/83 

Total .lsuei ,,; (15 montlhs) 1(7,4i4. I07 

Less IlUrUS..:L pal.;td (15 monitsi- ) I(I,71 [.277 

Total Noc LerusI:" expense:s 
(15 moiths) KS, 702.830 

Adju;ted to a 12 montLh bisis: 

K5,702,830 x 12/11.5 = K4,562.264
 

D)isbu rsemen ts - 1982/83 
 1(K43,348.000 

Expenses/Kwacha loaied 1(4, 562. 2 64. 
,, 0 K. 105 1r 10.5 nwe 

Source: Audited Financial Statement, AFC 1980/81 and I198/83. 
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'ABLE 1.2 - CCS TRANSACTI ON COST ESTIMATES: 1982/83: 

Union Lo:n Noni- in tvr ,m I_Lx.l-;,s 

(K()0 )I I I!,) lo;-a (I 

SPCMU 4,00) 155 3.87 

CPCMU t.,600 65 4.06f 

ECU 3,0OO 115 3.83 

NCU 600 31 5.17 

LPCMU 400 21. 5.25 

ICU 10( 7 7.00 

CCU 100 7 7.00 

NWCU 10.0O 7 7.00 

WPCMtU 100 7 7.00 

Union Tota.l In, O(00 1.5 4.15 

ZCF FiLance Services - 150 -

CCS Total. I,00o 565 5.65 

Source: Budgetary Forecas't Data provided by ZC 1' Finance Services Limited. 
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The I eve I of trLnsa1ct Lon cost tIht is a;cclutlIable io iave an econoin Icall' 

viable lending, inastitutiin depe'nds upon the cost; of funds, te Mntrest raIl
 

charged the )oiiW'rF. lild hL 'e vtrNv Fr~ 
 T;ibl .i!
t . Tabl 13elustei. I thu: 

ca. cul tiWi t ofl maili. ilIm :a pLc;il)aI tirlansact[on o Ls unIer d i Il liL sets 

o1 cond it i ,in .; 1.',Io 'iv of currenti the f [nanu LaI environi ent in Zanhlia. Tie 

calcul:1tion 
 * 's mieLi:ith e rud it i i;:itution in eal irA i/l d witl 10 per ent 

equ ity rapkt ni d 90 pcr cent borrowed lirini" i '.l,hihi it iu." pay 8,: per cent: 

rrent rrat Lit(the c t, fori l rrL-w,,r., Iiiiolr Ik rlTVLitOtChii). Wl ;froi 
 rt WIe
 

charged tA tlie buerrower is 13 per cunt, and th' lan tctvel,' rate is 98 pr
 

cent. The calcul:tions are done assuming 
 00),H00f) ease of
a 1i Ilan For computation. 

The colipultati ons indciate that after pa;yin, costLhe finding and
 

covering,, theLI 
 o:l, liSOi;:-, the residual ruveiliuj avalilabl 14300,000e Fiu the 


loan for* malsati on costLs or adin& sLra L i ye i
i:*:fiiis K1, 150; this amuntiLs 

to 3.35 inwu pr Kwiica Loaned or '.35 per Using tl,;ecelnt. omptions s 

a has fs Ifor ci ll'pir ison, Cle CCS ; i. aCi'. s toLed Oar i L ;I j,.ji u-;iS,ssI toni 

their cost of finds arie lower, iWierust rNitrs bAiged tue iiirvuw.r arp hightier 

or the rIeovu rv rIe i Ighitger Li;ni tiiiieused in the ca!tcu,itions. Tie 

transac[in costs of Ithe AFC programn arciii 'ee I hiiphui theilr Lhian 

"b 'een " costs showniXi in iibie 13, sugiiesvL.ii izeabl, l"sa:,s:. due io Iigh
 

admi nisir ive cost:; ut' N;-.0i5t" 


Ncu 


:; wel asLow r ' cy IiiA a I t h en;s-vsit-iv'i.Lx 

o[ the inil:': s'ptibi trann:irrin costs it I in rervlu y rate, ite cm oi 

funds and the .iMterest. rate charp,d, as MlusLrtd i Table 13. 

http:en;s-vsit-iv'i.Lx
http:sugiiesvL.ii
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The procedure i llust r;dted in Table 13 sh ould be used to determine the 

targets as to ma>:mum ,cceptable transact)ion costs lor all atric11 tl(ur1l 

credit pr ,r im, intZambia. Ihis procedut e will not on Iv ugA,, st: what 

adminit Utw k''e csts aru, acceptableIc, but al tlbtAr thtc Azu ot UPi reqtuired 

subsid v must be iF Ntctnal admuist r:t Live cos t:s u'--eed LKic "bro,:keven" 

aCCetLabe I amount. 



Table 13 M ki:-,iiiui ,\('t:, ,j vl. kr-i \di jini:str.il jtu (,; 

As s;"tt.iQtuinii . a +: : 1,100 0)00 

Fuind i g' 1Z, j ui ty 

90Z. Bour rowed 

C(.oqt Iot't r" wes;'ilBo s: 

111te t];] 1 ;l: 1 -3%Lu re )l 1 

Ruovvu rv Rat'-u: 98% 

Bre' kuo. alcl athLulis: 

{cveiilit: KO,(00O % 13%  K13,000 

Ftundtling Cost : 1090,00(0 x AZ K 7,650 

lxpected Los.;+;: Ki(,O()O . = 2,000U 2% K 

ToAL 
 K 9,650 

Residiua Ito C( vr r A imin [: -;Lr i i yI _sc s K 3,350 

Break.l<evoin W st+L <> " dm nis;ir.i+I onl/Kl c'tcht W and:lc 

.. 3, 3 := K.033.5 or 1.3 5 n .K(0:~t,+()( 1( 

- If the lec~turv" rte is 95X and the lIoss rate is 5% (with all othur assumptlu l 

l ,utd) costsruaniai ned uncl j:i t.e lt fniiii.,g ind losses rise to K12,6.50, tie resi dual1 

retunrn to cover admii._st ration costs denl. iies Lo K350, and tWe broakvvn rust 

per Kwach..it I. K V.0)03 o- .3 _, 

- If the finliii e'o- 1 ri :-; to I',Z (W.ilti all other asumpiSiit iOii; rClmiliing nicl an.;_d), 
total I i)in', ctit n lm. ,:.; -ts LO 1(11,450, thei ,sidual rel-tirn Lo cover 
adm.in isirative co- th, duc'l ili.,-;s Lu K_,I55.), and the W at,,'i~v ic, per Kw a lI -iii d;.mr'ia 

is IK.0155 or 1.5 A 

- I 1 the intIe t L rate rise:;s to t (w ith Ia herI t) - snimti iten:; riciimo il'ii, ichmi;gedl, ), 

total. reiu: rises to 1 ,000, e residual. rIaurn Lo eu'vv duhiui. ,straltinn 

costs rises to K4i,350, and the Ibroakiveii cost pei Kwch is K.03 4I.3 0ig.(1/u 

http:K12,6.50
http:i:str.il


I V.1 ISOIOE TR~IAN~SA\CTiIOI NS COSTS~ 

1I1)ll it ion I Lih, L;mns:cL ion costs lincu c'd ileby I under 1ll u:,txufnd 1i, 

CIr(i it, th e hS)I'I0wr l . so iaIV incur sign ific;nt L ransnurt 1 on costs. 'i.'hose 
(20-5L15 !II;IV I.'1],(" Ill'ill' 1'(11III-, llii ujttICl: [ .y (III Iliii. (I'CII1: iS, (I IC I u CO't,:tS:; 

but tRY art csts :;; inntLiuw .5s:. ior u:K.mplu, ilhuItlrlO.,.r la, II to 

expendcft cp i durl) Iu t iilU il alppIl,hqg loif Ieto loa -- travell ing to th1e 

loan o [!Lcu, ,d yplet[.i , t~lte 2Ipj Ci.p ita tu Forts: , wiWit hulo loan officer, 

returninllg; iou :;or):: IuqtInL vi s-it; iH i.IlVl_. ifll j )lih:1ItiOl or discsi 1ns;; mu11,lst 

OCCtur I)fioIre a' diucC'isin ilmatde, t:c. If tilt docii:-yUl in d.l;Lyt d 

12-c2 V':siV,,', tin, I''Ior ;:ri receCujy v til ' 0.1 tooLI IuaL, to rpulrhas tile 

requ~iredl inIpuLt: or nIy have.' toJ~dela p I~uLijll ad 1112Hufll? thl (51tilng 

re'tductl.iol in v'.iul . nce ht. :111 hals b oiSS IoanII oved, le Iu w r m ust11:;tpay 

a fee (from KI toI11 5) F- t:he iPO (local. purca:se .orIdura) tl:s-d to aCql.ire 
i e l i t I l l+ . I , , + ' r I I ( ) - , 21 CO I I II I L I I IIO I L i cU
thei t i ij Il,; / j t l l h t i I r d iL.; I n heri o. N 1 i t ru Q 

: 
IQ o2 t I nus;u-l crhedit

linu m.'v hv( r'].'rL:y'& , andl, .A Ip o.l~ l, ee o~l 2Z Hi! h I,, iiw i:; ,t w1+-11 1 

be1.i.nlcurr'ed'. Cid:<it- I ilc insurance vhar,, '(? ; 01 1'.,X7 a11"' 'it!;() 1r('(IH0Ht ly inmp)u,+e d. 

At the L:ime[ LIh lt oa f:11 due,,' de'l.'ays iln IC_.''Ving til iIi ws rolml tlhe 
marketing, ,anuc nay resulttt Ln delays,: 
 in ruplayment and adldit ional inte'rpst 

charg.es. And Iftpayment for cC :-;rop m'adeynqul ,,s lre , by travt' I eil andwa i.t ing M e wil, h inc.urrie tihu chlitei. to11 Lit- ban21k and V c.iivin!, 

the Io.inul: 11 Itol;lya ,ire IonI. ALI tol -us teir,+ costs an.d culnltfitlmen st:of 

n1d t'IVIl rl,, :;t: r111a11 tiJ CC.r:;Ilt:irll i ilCrets:e;d costs f:;[.1" i)(oIIIIWerur( , or b: 
r iln
 

e,-ss ncc l1ii+lr&:;i ln tilte u~tit.ut vitc .t ,rt:t att il n;:.m L I oa 

cV riou: 'l,11,l .,:;3; in tiei credit uxtu.'n, ikh)l hI ons:0
i'iu[C s;holu ld he c ;id.le' d 

to. rediucedl iilrchI LIalII:;Iot costs part5, it.cuII lly thiosc 1(111 tud to 

delaVs +nd l nil unitI IeVu,. Apirvtvl ciU isi o:s sI;l01,ld hu I'nd, ill a11 ,-duxp ltl.ous 

fashion reiq' l i a1 I n imum o 1 trav. LJ.lllc :i . Iantlllnu r ofl visis. 

http:u~tit.ut
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CrudiL ol tfi , r; ;hould aL LIt'trin.d Lo ssi,-;isI Futiun.r ii I niiti, r, aid 
c~uml utlinls the.. Nplpr'oIpri,' ot r'€lllm-. 
 Admli nis;i rativu. pr}oce(dures,: IIl . requl ire,
 

ai Lo lll rei pl :t;I' I Ii11 it iii' I III ',h tlerO u ; Fe il t I i ' Ip )ova I li 'i;.: (s;ulh 

as, is- the c,'ta, w,.ithk ,AF"G ) :;lIHu ld he ;1,.reujlill 1, ',111
filed't li . Ilhi. H1,1llbI.cr ol 

-teps;. Mlre tteiV!tn'e iLJo pr',lii:t N hY LI, inmikii: t l g :u i i:;, ant]',' tlty i 

pIiyiie.itli ; in : c sl:ah  '.u I.rui i I rcn t, t t. :iit. iiuii ;at; incti .urred 

by Lth' - rI ;I t'. 

IV. ItI "!"" r" W (Ot( .FDl" A I -
• _' l I.NITR'I'.I N ON AN:_'.---------------. W. RECOVE*RY' ... .- ,;)V'I 

Reir en 'l"t., flit lI It i 4;1 ' til e i;ll i I Cit '
I Ir . I,; il !r loltic vi I l.it y 

out"fI, anyl .t lIIe; i Ill. if ,i i:- t11(1t.i ll ni(l it I IN l to i lut" i in ltren ic It 

11t01I| 111d tttI ih.' IC.)ILI .ut it l'L ;it 'llI ha i I 1',.ii : ' it taile ;11 t I) bi 

Imlpact:I o. diffur',,t r'u 'vvy or" de.fautl 
 raI:Lps: on the, m.',um.ir~ v.'i,Lb y (41 

a credit: inst; Alul . , 

Vall'[(-'Usl 
 ha 11 l eI;l /l'1 th.; f.],l C - ( I, o 0}11IllMll', I'(vCO(VCl"y I'.C;IE %V )be' iI I 

d[.k~um;..vd in a'l'ilM urt:. Thu~c
M key po t" he ld
llI ,, m l~, here is:thatI urvilit

;IdlminJq ion nmll t\u a31va; ,,inni Lc.l [mlpavL (uiist-ra l' I'o.c' vpy W vs::. Inl pni-I 0 ":larl , 

reco2(very'. r'o- p"]W- l i t y' umt l iy L /,uLherI --.. lt ;qiw't'ly, and} prewl.,lr bly Lhc: 

individual1, r'u:n ,;miblo, ,,,or cxLvusn::[ or' uc(, t nML:l be' rus:pon lu:J~ VS,t Forl 

volleu'r io(n oi"l h} :lm. Ul) thro'ugh: IIA~ thf
tlhu orl;l}( 1w":€ ons '
I.' lUnul of:;" 

v'rudit mt i ni"I~ LnllovLin Aillms hu:;, 
 dia Ihig,,h qua! t v , viabl,. ci ., pr]c()'lTrm 

hit!01. she-;Iw I C ell Il [ V O'Va lil,1.0 II l*('I ,,,'I1I.ll1 it y ,'hC, C.,11,-b iI I IW 1)(,1 'ow(.r 

http:H1,1llbI.cr


- 56 -

And if default 
sh;ou ld occur, the borrwur knows ti lte crd.iL ofilicer las 

an incent ivc to: rLcovr tlrosgih seizing :oiliLeraIi or (Iltl i elnilS ,IIICe
 

evlnat)ion/Au, ccrlit. o IIiris performainceiLis sI),ud11Upon his or her recovery /of
 

of loan proceLeds; I. t lii..hqp Yoni disbuirsed.
 

Th i:;rull,;:;.it taI prli 
 ip lu of cLr ,d it ; pari. ict l rl y ru1l.uv;itn to the 

g' 'erlllent :Iit luiI-"'dl[l Iiidersil n in Zamlbia. 'Ti 
 Iir .In st rucut r( 

WtLh respect to the sLcl(:;)Ion of credit: to hiimii'i; lion)' tlie All; and Le collet 

of proceeds ), the11 toopurai Vu uiiiooin thlroug l lie :;to-(,rdel- svLi villate; 

th is tiindiwnii.ii ri.Llip ic. fn essunuu, with ., cuirrenlt syitejli, thec Joanl 

officer Kv i :-;ia;iblo !*or cxtendin c redli.t , iit [lieUP i .rkey N nLc W'i(; 

res o) sib le Or" ,rIo ,¢ction, Since Lhe mirketiig ;or'illcy u12r n M ] ii: L ii 

ct1oIipueusaL;nL[) Ior the andtime elfort involved in .i( ctii ilvtion 0(1 iviLv, :nl 

it :-; l notrsiconomILc :a:l or ip I] If da i .I Li n7lut ccllc thie funds For 

tile APC, it Iins IittLlI12 i iii Ive to he1 [ho ronhl *iiin r oil;;u in re i Ic rc) 10 

the Stop . i fe;act , lhi e11121n e is u x cl Iy tile opp" ic -- this'ii; i'etingi 

agenl y rudice i wor1 burdenii ;iiii [ale has:;l,
can ii;; ,.'i t It:im i=n t(iI !r, biy 

nuL einforcinu die sL)op-odurs. Ally in credit wrmvllillic jlrpocL ini Zinibia most: 

clm)nie Lhid i nLII(ig ;lt h0l Ly andL re12covely rision) ibyil it . v exmpnl eIc,one" 


pro e(ure ll t hle or a gi VuriiiieIi (ed it guli.y L (ottld i l is Lo he 

COO)a: tiv l ii iii[[11i:C ; whi 
 w)1 d in tlui lendli , [WInd oto e larmaI i12 ren Iiei-i 

t]li e riler 21bqC:;farmerlinLly ::e 
 :-; his c opl[Lo tlie Kln ii, lite lio o' tlAd haiive 

an1 [ii1Lin.t ,''[o lelav ci t li I a lroLeed:-; epwin becus; it muiist repay :i [I; Ilan n) 

tie go(i.'e'lihicv . TIiiiuN, lii syntum w LIdbe ;,lf-1l ]i,cint . 

IV. 12 OPERATIN(; 
iARKiIN INATIFA. O1 REYI'ITUTJ()NS
 

'ilchi it 11( Z iiI i, i121 2lonloii'. , inc Iiiding the ar clii tour I piroidiict and 

inputa ir t, ih:i;has opurit ed,I In N s;ysumIII or govrlimln.:i subniis and resti tuLo.il) 

LO COVer[ lie LhC iLi- C.I1-IiiIIlr . 

http:tiindiwnii.ii
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Such a Sys u i ncnoutat,: lncy - LIIhimiarktt inlufti ic iloa; n iillitg:;iijnpu Is irm 

Ls notL ncouaraged'i W~ Adoipt: oniC Icutil ior i'iAcL -f i vu pracL i resbeas
 

any (2XcO:; I i ' '(:;t n 
 ica h. Pa:' s l tilr',li Lo he ;'t'Vuru'ml t innl'uii 

s Iell)!) w rm.;L it w itOnI e:u. I . cntlI,
r uc ts 4.. a I l ini na alVte 

CiConLltler'( t thel.restittnL s omt l be caic I dulia:v: ii l ,ivin, paymelnt s 

i a been 

from th ov rnimotl, tLiius r ult i ng in delays, in pay . ig aIl s for rr- I 


lloduc o in iiiI r1l:t g znied d LnptiLw. 

Recent clia gei in Jii)Ic,, Lo allow larktLln, and .iluit :;upply fLirvms to
 

establ sli mirir 1.; (oVer costs of
, " the Lir" s.rv us iolil l Ibui appl aiilt(d ,
 

and addit ioliaI moves; _n Lh is diiricL.Lon siiuld ui(ii d ,ii r c, t1ohe l-1,,%u 


cr d it. Tl'hose IFiis rsi)ils ible tr Wi l';ie c t i f
.11l2.;il,iid i.n vury 

proe'2 ss ihold ,ai W(d Li) tlos hiie eilt'Lo a IIhir,' lai.iLn in'uvc ti 1 1cc to uxin; il
 

aild recov ,'y. tot u :xapilu, if the CoopuraL tivu Unliin; LOw. a1In WLegral
 

in0lponent oft lie crudIt xt-Phisiln and colt 
 [io n pi afcioriitIV i'i i a i
 

sn~iiJl-sJcnIlv u'olmiih t''~ l falrnlw rs< as: K: :;i,;,,< 
 I, I(-aIt [Jlli lno; :tt [. I)(. ;allowecd 

a rasonahic ;:iii l Lo cover their coT:;t:; 'th uuL ;iv't il J'uiii o tiWI 

ma rgin sh; l iId !)(, :iiai e n.i iv Lu V a tI ioroi igh Lid y "I run twN ;di Lrati ye'i in 


costs ;s;es;but a spread of l Li) 7 percent. alt: POlL:; i c.Un ehecost
-is and , 

of.money Lto the liini and siLloan ate to fariris; wouldi l eetm11i lu.Unrensfii 

Thus, if Lho 1iLo obLins 1i.is funds at cotL 9i it LIda of U, siiou , :ilI oWUd 

Lo chiarge farmers 14--16X [or loi ftul . 

As suiestil arl ier a ntiinur ainii very .iiipoitait ;idvinliag of iilarg inls 

rather tlin t'i"rni'nt: s;lih:vii  to1r vsL it l t [,"l coVt l" 'o'lL ;ciiiuver :;t 1:4r l-i 

i-)lLs IisiA li' 'I liii lit 'ir li it in ititution)i inl W oilno:;:; iilnt nl jy VulHiliell 

aii l Cat i alilt di 1,ayS And Iii' AWih lt q that iocnu in r 'cc ivi lg I:-; ;iI l0 ,"linM s. 

Thii;, Li c o l, iL ii;1:.i tit c nilll u lit iu ithi(1 ie ly dlatI:y:; resl"0i ,iW h l Cos; andi ii ,t 

incert ai yt ;i22ni'c .. hitL'wubs iass tited t sii idy andii I I l;I t i y l umli. 



- 58 

1V. 13 BANKING SKILLS ANI) UV1:1CL EN CRED0I'T APPRAISAL
 

The Zaiihiii . ,novr im iuL 
 h:s placed g reat (auphii:sis on the responsibil]ies.

of em~lployers to prov.de l)Jlei-Lst. ()Criuili. si Lu,-i) i.n .Utididl.jU" Lo salaries to 

their empi) o;es. Ilitihs, l sinii [t';lt minl.o.vy ', ;L in boLh L Pt,pri,,,atc, ald 

publ1ic 312it('r In Is thiu Iupensc A umphyvi NOW hois inn:~, c lh ing U Iowancu, 

pension funds15, mr. [i NOm W[II) "o,:nvtvll ha'i I ai ,s eida Ws-;.;taL ial I] InVeI I t unLi 

in huma n ;i i in') tth nfl o free orIform .Iow-cosLi priIrtvV an(i hcOl(Ia y euct!ijlt.1Ol 

for a largep[olraL ton of the pupilllLon. A,' tiS.Loiivi !his UonueepU of 

investment in human cap[[wLa is tWAiiAI, and on-the-job [M in in' lor ump]ovoes, 

in our instance, u:uplo''u :-; or vrudQLilst[ILut lons. A good crudiL "ffficer 

must ac uiel V -illi and t chlin iclI copuctunc,', in miio.;L: :iu ' n-. IOlught byW 

the lopi O tr O!" iMi.; Ltrupuros ,ltL \'ut. .1.In particu.L , H i ss in :sst; ing the 

c recli.L-worthinus and u ia)yli LntLi capacity of ie hoI I u n ;bi .umpintL Lu as i -b"tl 

in on-tho-joh trainiug programs for loan oil [ ;s.l' I Vl'zu~ul in such skills 

Couldt l;ivti a ."; n',Ii I-v ntI iipaicL on Lthu reco)very mIrmcS on( W;iin. . 

Fnur theImohre , nanag i imunt of a cred it nst l ionshould ciiuvos;d.r such 

investmen2t in hliunii.i I (Li IL aI, such a s t L ai uginin;andiis; ill duveloment plog rams, 

not unlIkeI ,'.st ,inLI n phiysi.c.l.I capit al in tern:; I pottiltu .wI b cunUL ;. 

Plos,;bly :i sYsL.ie oi tnclttdLin, such iivu sLuiunt "h lt 01 t tii; Ifurathie 

that tLhe recurrent budguL of the in:;t iot ;vu siIl b, uni,;lured withi th 

accountl g .:tuni ruIc;y:tlnI :-Jug tWe cost of i nvU maLi:;iontI In ap ii usingil imat 


an amo iIi zaL ion s;."[.um ( 'sp il cost; veuIr
ruadQ Lihe oI tris ] i I Ow r si i ', 

in tLhi s lN, Lhu u puc ud-I lenu,gthl of ump loymeni t "I crudit ,,I 'urA) imiih ilke 

allld iilVestmlul.nt ini lliiiiiil ci,pi t l :iiwar & iii L t " the, del p t tl (f a sIIC ssfiil 

gri.'icuii tLl'ri I c r itlI t v\';'tsui In Zambia. 

http:iilVestmlul.nt
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http:minl.o.vy


Cr,:dit ,adminliar; !{ll 
an'Lld Ilan anl ysl.':is, need sLu'I VI.u linQ,,ll, 
skill 
 ,
 

th~roug;ho ut: the g',ovurumcu, 
spons-o(red agJ'ricltIural .l
cr t'', in,-L ittioni .lt). 


Z;HIIib in . ()Ile of Lilt fndimetl:U~ IN1. thaut mus~t 
 be 'luiIlijpu is We wil[.l1ingness 

:nd abiiL,,L o di _lferun o; Lho [to ;epart te b) rr*owers
iw, ho cr[edi -wo)r liv 

aid c an he - olilfo;So) 't'.'V Ican 1. Wit)h :: J)(2Ct t.1I l=a . HtuI extei ion of roditL.
 

shoul 
 d not he, hdnsd Il iieed or 
w'/,liLa I211 ; hinllly hoyrowers12.1: mayi, iiccd c'r(,dit
 

funds to 
farm'. but not h:Ivt2 u 2e tchnica l.skills ,"I th~e cap},alb.]ity, Lo ge ri
:t~e
 

suifFl ei,'ln. reivclu to repay 
 the loan. And, .; iil:vhi ,III iLl , with ine),Li iVL,
 

ruiI inltur_"t.,i: 
 ' , ( ;ilid :. IdriI [i.e i dr.itILu; lt ion:; ;iP likel.y overii i 


SLU Med li i s; Li1- f.ingnuA L-o 
 dI1 ff u i i , ta L;o,-)NI -1.1Lo fI I (: I i iyo w 

for c'redit: fr'twi S ome,;Lwhol,.do n] t: , in;u .s; nriin! t," a .,t c.(:;hl III crud'(it pr .rlm(!['~ 


The abill~
iyto).d!f.orl_uL 
iLop ,uqui rcs:-a L.hor,,., undur-land ing ofI the,
 

prnciple ~ " f usmess iig crud i -wortli iiss. T[lese p vueiplu H~Iiist reqiire 

d{ocumetaifi oLI;1:iitce
f o L L N bd lrlS twOtIii i,:;u;5,I , - is Uhti(rtiiIii1, V he crlwur 


uv id(efu('u tiin iei- lfroim(.5 ,irr ,'essl't~i tlait lieo:mIIig s 1Iu irrowtri wi I Ii)l r hi-

Cuilill it " ii r' 'n n :. ll n L O n I:ir , do.i I n on p r i 'oI tIII ii t.:; !l IddL IP bI the
 

basis r i:tti t 'l
f t i Lio..,redit re.oL ,i ti :s;hil ) 1.I p, nwlila ,1 unlua111 11 lnnd: 


tI ico ltr,
i :111 ci IWc Iost .ceshave ti.vuiiV l o jieV'iiL . x unlri pLh},l; t. - .
 

ailpplrn'it-v h, ot or: Mo..,''io p rt oft the AMC lending,1illynr-'lli:;iii addit i{onall 

I({1;:n. i;ve I ruquel 21t Iy b{eLl endLiiled to borrowe s w i avI doIIautLI ed on pa;s, 

I(sill oh I i !'ai ,aI :;. 

Do mt-I)II III 1n * ri:;lk.-h,,., i li,Ly and se,.cu r .[ig, o'I aL; a I;tL!,aL i.s
, r ing, N;, 

:va iLI ) Iu t,)o (,('tfl" r lI ' ir dclii proteuds; ]O I octurs Iv a I n 1.illlal) Iil "
 

llThis I'rq t l' 5 A q;immmrylI2, 
o'1 asq;uLs'- anldt, ll-ur.n'l ,'A:
we'1 05: cutl runt-I obllig,,;t i(,s:. 

Assessment o ti ro v nIitl he ;eia nd hi 

be ctiill.ud Lo dut.urmine the amount. of r,.iltl income IM will b. avai l le 

I.lIt wi I I g :i, I.lit, it :;i lrr t I iltl ;( 

[t} 1"up1;Iy JiL loan11.
 

http:ctiill.ud


This estimicon of repaylent capaciLy is a huces5;,ry st,Op ill deterl.Ining 

the crelit-wonllhinlss of a bo'rower -- a sLop LhaL appears Lo) u missing in 

t:he evaluation) 'procedurest)f mOStl agr cIl,fLura lend ing iost L . . ns ill 

Zamb ia. 

The louan ;ldmiist ration process itself nieud; rt.LrulcLt-.lun., parLicularly 

in the goverlfllo!l-L 2iptslorcd trLdULt iil. LUL ions suOlc as AFC, L ilit provc. the 

[)rOcess in collCLii relreILevant inl- ttl.ion and reldtt.e the tWa's in decisioen 

making. Sp;ec'ifi-c'o lly, bet t er t ltn ain i ce r:;.ti ;lo in Lt f el d wo 111 allow 

more ;approvals to Ie made at the loc:a l [evel, reutlt ing, ill lwre lays and 

probably nmo r responsible lIendig -- particulalyy iV LIh local loran officer's 

performa~nce was: ev~laI lLud base;d in part onl the rcovury raLt of hiis loans. 

Th U.,";diL-iolla aipproaclh of1 the .loan olfficer in Lhe co narc fil b nks,
 

the CCS and the i n, spoillie2nmmed Ilgenclies ill Zamiibia Nppealrs
Ii)lSn [ending to be 

to eLimati tI e cash coss whcli wiL.1he .inei'lrred i1 p.Ianlit al1Wco nld [llo
 

make a season;I 
 loan " tfrhe full I .amoun. h.: rI hlis )lC.d es:li , it lv ign rus 

the potel't Wia] for inLterna lFinancing -- it: presules that the farnicwr lhas no
 

saving frImnm past ,; pIt 
 must )ndttoand borrow 100I r tof Lhe cash
 

COStS of l):illlctuct iprod ' s
inll cllliIof:; -;L;ll ;Oi" min) aio.i'; . For).'Sealictf Iact be
 

the. case -- they il..' llt have 
b, el ibn._ Le ;lccuiiiu atn- any f inaicial or l iqu.i.d 

savings fIo prior yi; poducLion. Bt. for "lols (in Ifh-L , We S-uspect 

for a vast nlmllt2r t Illi.,rs, i1f lot a majoriiy), a finane il] surlusll-; exi sts; 

from prior ye:mrs sales that: coulI be used to purchase part tl t.h inputs for 

this year' s p rotducticon. 

This potenLi l. for lil ;esWl -financing slitlul beh rcogni;ud in Lihe 

alalysis of i O lr,'l ' sC redit requt..jues Lut;i ,:applica.LOll fllrs shou]d hibe 

St ructured to tlta iii i mtrillt . on L h2 expuctel illmtille 1 ltells s for the11d .

upcoming yellr arl tie resindual available for repavnieiiL ,.is1well ,as the funds 

the farmer ma., halve for .-, -ilalnclg. 



- ()I --

In parti~cular, MeK dnoi x's o:; creditU neetds Aloiitd 11o1 PI'l llll an8 to culrrml I' 

Liu2 (>i0. liit lthe IOiflit Ins1 Ito 8siv higs o(I j iii Ill il~im(o~h~ I in.ncsnsn'lpoducnt ion1 

u:m:Jenses Cnti it ficeri sholId W) in;LriuiLud andi the forms~;1111 ii&W tor 

reungniiLi I pho mntil ni' ra m rI It)v itoi MiI ii nim. icogo A I 10 ht,~ll11) i 1.1 (- i - over 

SIsl j1 1) o u ti I I niti
N (II tihai ( 1i1ivu (o (I I oct ik,I1.v., ,)I IL.o tl)CI(l Lm 1 

iiIv~o ''chiotai OXUI' an it'I)~.h I I I :iiIlI Lt! Ii:; ,.IV Id 1 IpIt Io h(-d Ik-d d.l l , tor o. 1m 

use Vingtis pii d~eIt fam r wiitiL ui encouraed'ii to us lViiV'i8thet(l som i Cownl l 

il I I a l l goaWe ~ f)ltIIfundi.i~ to i Cntnce iH 
 ptrllSn w! opertaIllllU tn inpii tsIi 1m VIC 

costsL~l will ILIu riii' 1211an8,1 moriii iii weLIil tititavai l lef. thos~le produvvrs
 

wh doi III io h i lt I ti Iv t'oucra110t I I iiiu. IiiiL S tii lltt'111 itI I 

(lilri N)RT)LI mCIHNSitI 



the higlher cost per kwha lent Lhat ar. typicall y inecrrud, fir example, 

to iake ".oan s to sial ca-;,I e fa [rmirs can hbl an cedit ofI h ]OWer :lsby Lio cos 

incurred iin malking loans to targer farmers. 

The appl iction of this 1concept may be pa rn,icularly ilyLarlLnt to Zambia 

as the ZAI) Ntu pl-sL to ident i. tyiLs role in th, ,r.icul tl il credit markeLt. 

By est i t n I e, di Ir ieut ;idm i- a;aiL[Ln ct.,; i1t .;o ,-re ad sii H farmers, 

the prop,-n ioa the lntrfol io that 'LOWt0(1 Ihe l !u;nt iL .'liCIre*', Iowe-vost. 

loansi "c''earn'_'rr 1 ttoe s ,aller, SL [eil;N. ci11 )e tic,L !mijed. C -og;ll Chlchig>her , 


lcitio of o IficI 
 o; as;well as t:hie commiiiioili t:y iiii;: o ;_li[ijii LehIt0 d ili2tA-lrliinudit 

based i n i lli tlpa,,-.ili lon ;i;tsNsio Luthe deflitiI ir K ill eici I:egion and Ion 

each commoiiiid DLv.iveroi.I) al
a]tinntgiiI lie ] ilit; will reduce the ('hiarncus 

t:hat lowo' v rcnal r:cover.- weitd- .wh.iih terwli e, eit mliL oi frtEi-;eilpm 'gc:;iiIr allpic 

or commodi [L, .spee iil [i aion \. I. i tilundermiine teii ec olilic viabil] Ly ,l lWie 

c-edit L ;imlt. tlin]. S ,mlr on:lic.epts myiv be isLf:l ul in guiidiniog the growth and 

e:-:xpilniion (,I lifteCo -ewLmLLe('Cedit Sheiei . 

[1v. 15 LOA' C_M,' l I'h,1'kl, )hIhhMS 

As niomtel earl i.ei-, an important coni-Ldefii:o. In eva11 tlIlLulaing the credit

worthineos of l pit.lumlar loan request is the col la -teralthiL is ofF-trel 

With ;ily Itlan, Werenc is a r.isk ot default )eca;e/lrililsir.etei circumistances. /nf 

'T'hie Wi_'1ldtel" Iliti;;L Iiivi sme Ias',: ro-7ecoveryt in stchi Cir'iitlalii;lice s, i.nd 

the most: e Illlnrtivo miL'ullIn; if Ieco'tjv v is; that of iW'ii-os JOOO tii;, ci Iatir l. 

Coil it na l I)i es'; tlihe pl't Klc on omi, st. lenle ,r:; l l J:; t.,4t ,'ll Lo reduce 

di ai'"Itl isk.s thti:- uiit itt , ) le Lhieii to chir'ge i l 1)1 i ireaso0 i ofl nte sitL.et 

Policy coc'ie nil erlic cogl Iat ] :is very unc Ila i ii Zaiih ii. 'hu ilan Tandu1ii.re 

Laws make it difL icu]t far ile no,for soie s pirt.elu Ilaity smiil suiIc: and 

elme ri n lOit' i lfiirmers n ' 1:ill, , providu, Ilaid col I LteraiUniI it ionia 


s1ince Ll itdv, o nut h:ivt'W e lniquo Lit 
 I to such hmiiil, 



(u 11.at. ra I vaina tpermanetiL 4ilmpr44 vo)444)nt-s~ (wells;, cleavir ingy, structures uc')
~:, 

can) A.4 4.4ffuried by tIe borro'we r, lendersc ea
1)4.1 ninn1y '4v ily dicount-C.t4thl vn.! e 

ofl suchI 44impr)v4414nW4 wr(141: 14':1:. of4I.!1!difiu.t.Le unuounL4414)ice in :;ep:4'Ling tlhem 

144nn4 oh]4 k1,141 444. ~ , 14. *11111'S C l i ter44 Ca11'1 ' a CoI Iaik'ili ))14. Ille. I i c140 4 , 


sioc' 4i..unti I rari: Lc,
. (44 ':v; is not4 ver'y ('omp11l 4:, part1 icu41:41 ' 4 :in 'a '.'.'la'i( 

(l(.44ocul .4t'.ora rival4, [a.ble'.~;4Such vo tr I iiy 44' "dIe4444 u for nuo41t. 1:e:4sou4I 

[In a lum4la (i cal~:ses, Cllateral41ii 1is ie 4r not. ta;ke"i by Lb4'ei unig agenc~y,
 

(or [lie ainciitn - cred it-e:xLenidod oxcuincds. 14 cot'i14) l te a by
of 4) a 411!ir1.4:4)1r :4441444 

in4 fact: , W114:4(14. cul4l(a4,)i e:4r":I L" s4441j444'L 1=111i: 1" IW Lo4 hAitj 4 (1(14441 1 

polla44 t.'. 1) .14)411ucould4 14:'/vb(e444'F' (1 . not1444. 11c1'.424 I44'4'444i(. [h44 44(i Li 4:t it . 44 

Thu4. :''.v lIlI (4of :4 I (( .1a.cj'i illZXinib ia 444aM!:: i!-Lei.'45 i\ s;I t .. The 

ii) 1:uiid 1441, 4(~(iI44I44vuu:i:L!A He da ii1I~~ . :,' ii~ i4:41 4to4 l :'i it:4 ' tilt 

Thelt'IegalI : ')I d 1)144'' ~ 4 and4, credi1to4.44 WI h L ! to'2;144.a iraI"";,nm::i(44 of 

col'4)1 a Iwnee.d. Voh
4)1.u.1 4444do.'.'Iu( 4.. an444 'It.' . y U%:: ~ [4u41 I":14 initIf 444'4'o(Jur1a 

and'~ir4ri "A )4'ud rd4I~ '(1Ii: 41IC'ii
ol4 ':; 

http:difiu.t.Le
http:dicount-C.t4
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And loan off-icers mu!ist he t rained to ;aicuirat ly ovailiate [lhu murket value 

of (ol<1tr:l ind w loains I,rull( co llal einti;:e .heii ible. 

IV. 16 MlRE FITI CI ENT WAYS OFIHIELP ING SMAhl, FARMS WITI I') N llPA) MINT (APACITY 

A c omponent i& the lending policy of any rI in ii cii Llianlst iLtut-ion is its 

target anudience -- lend ['or iOiillt rcil suchwho wMI. it to. a rcom I ULnder as the 

commerciall banks, (-his decision will be primarily deLurmino.d by the margin.s 

or net income Lhat. can be 'enerated Iy pr'Ov[idinge loansLto var'iot s Lypes an( 

sizes of farmers. Because of h i.olf lrecovery ate:; and Ih .' :I';it-L ion twtts 

(l ianI 5 to .OllllFar.re i'a IImer s, res"Iti tL i, ' ii l iig i I t s , hi Nai r'c'i- l baiLs 

quite nattira Lly would he expected to t o entil- . telieiir loan ;II.I i vi ties witl 

this group. 

For g;,overnment sponsored I led iin,, insti iiL lonH:;, he cri terion for 

determin:ing who in lend to mi.,i he a:; fect .ede,;cri hed asuv:;t-_, , ver . The 

goverli.mei inst il ui i V e i"Al l Ii'Vitde i 

smalI [a l butl :l'e :;o r l e.olii(al l.' v i( I . Bca. se f1 

:; rli m n aii I 'l' .;laiviee - Lii 

-; hu Liey to I in 


[lie Iiiier L. al;il;s"ict ion .):;Lts lncurred to' make 
 e ,:mi;il 

dual requ i ,menlts necu ss t:;itl- a u lniqut pol ic -- a pol i'ul ol mils in:', lonis to 

I nlo to farmers, suct 

a :1 hib L onl o arrg l ! mal I rii'iicrs Lok;l. of Ie potent ial.n :;la t ;nlvana.;e,,L_ 


for cross-sub:-idi '.at iol.
 

t smal II 


Not al: i I l i:l:s; 


Th I -ei'[llremetit t10omake loan:; :;Lo -arlller:; Ilier .i l uIthi." .i :iIborat Io . 

all! havu the ibi. li ty Lo repny fit Iin - -s ime I chcai: ! 

of' poor n aI;ock tccilici'i a 1 d,((',C( ,liu lw lil 1I. of I Ci and1l as:Iii p'>ilhpl ra' i, 

lihe flol j ,!A L l. o pr i lee , mali; tl., 1c0 :II ip in: 'lii' li wo u l I[in cilolU1,Li 

S11i;il.]be aVi liia L:to repay the loan. lThis- doe: l imp,I ' L . i e ; n farmers 

(1o not de:ire asistance , but tliat as;i:;ai. ue in lie foilill of credit may not 

be altp 1ropriaL, i iic'therel is a veryi hili prohahil ity hatL will. not be 

re pai d.
 



L-chnircal inr rnat l , ass1ai : is&tance withL th, plrovision oI iimpriveI inlput; 

suchs ; i e('.d and f rL II i .r. Provi;ion or crcd itL ii w Will I Iil, ly not b, 

re;pit i i v ic-'i ,ir l Wibii I c d iatVI.on. -ii),, I.:I tk rmtur:, anid ortihr
more,, unduIrmin.s 
UP v ibh Il t or/ W . redu~'tuir !ins, uLloln "and Ithr ct-lir'v r"unvcpt.l
 

of"u rv'd !t . 'I'l in t,,o rcl (),Ij,.t ,t 'rlu l ic utl tu t .1 1 (.1e lil in !:;I it ll i1;l' ;' 

r:;lp;arity "I 1 1!'llalrmurn: to dul'-orm'inlu: Lho ir cu' dit-worthinvns; I I Lh .:; 

ana ly:sis; ts Itt W . ,former una ble repaySugg,,e',r h 1 ito , then c:re~d!: wh;I ld imt 

bL)t: !:;t.0LHd ;ni ap I i 'CA :!; ;hOln ki be d MireeL:d t:on tL I" forms o aj" once 

iII ; I.'. l .i 

V 17 1.'iPORM'U M?: HE BA-NKING APPROACH FOR ZAi.._ 

'lTO be, 'I V i;1bIU olyn., n i,l 1on , a1 Ieini ii g 1, sl:; Ii utl iUon most-I bwt oplura' w d, ,n!; 

aI busi iln.-;; w'f Iih ln, Iiit, ii .n'"i'I s I tn i i ;n ihiiI'I ;dill ii i:;trI, i q'c co-;: 

iliitl L ot-Inn t )-rv ull In 'vni'oVely 1;itcs. IL i; nt cle;ii ti;i, I:i him. n iha. 

cpe,.ratied a di u':i -;HtI l'.. ih. F;CUS:;. Gi vi.i Lit ver21y hi.gli ditlault rate iii 

AF(C ;i Llti al1 II . Int. ,of t i l l W fll urrcu inIiL l ci i; h;mimiir -ut t I Fundsi 

inn! 1[heit !. I is' i. iI"-:L ,iof; . mio Imt;,c V I'I th'ili ,;c Irlle'oer ; wh l doI lIIauilI:, 

i t 1n (il I iti A I( is I'ti 'iv ,d lIy Wn;ot I 1) tII;n b (andl iC I,,qi ',.' eve n 

by I:; iWii ;I a It .land I1lt1 ,,,vn.'jy inmlr- iit ) w:; i c:i'til it :.:'i\'V (1 !:ii, ly a:-; :i SOMrtL'v 

or" g.ranrt fooltds Forl O rImuir,' . ThliN. conftl~t;ted ]pprt'ttt io r'einforcedt,( by innl:]tkJ 1 

aga ; i t: Li.those in die fauitlt willI liiak. it: ax 1ut ly diiiohFi ult i in [l iiimpossi.bil,, 

for Al-t' s, M hi li( (,!t; I its-I sIl a viable i lI ice i- t [I t oin. 

The If11]l(1 111i.11 i-;";tun't I. -, l.1 Iho-I. v i is whiit wi I I I ipp(nI t)i1 iii llW ilic 

W. e : x'n or" iiH i ti;ihn i i '; I o ' ii-l I" .rIimirln'il i:ank it'(ZAiB) li-tU 

c'redcit ins;t fin! fon'. 
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This 
means that pol:itical influence must be absuntt 
in disi)trseumnent and recovery 

of funds. Adit in i.-;rat ve costs must be reasI nal) I Land off ices should he 

opened onlv where loran vol[e and Costs per Kacis eoaudt .Li y such an 

ofiice. Recovurv IUILCe mu.st h)e lgh whihl ro(tIt'ro:; ('arelll evalliation of 

tile 0 redi t-wu 'li i a1 of,a F ho ri.l:awo rs, il.ll t-L g li ii.per"ra- nce and product:ion 

practice's, :1111 Llj,ressivu rucoverY il,rt. includi :l tl,h rLpl:-;ession of 
collateral 
if nlc ;ssarY. ZADB ImlLIst have an cxc]usive fo un olnl role as 

a viable cred!L it ;nsti tutiton. its l.slpnsii) Lity ;Nnd Inl'age L" tie Ministrv 

of Finance rather than the MinistL-y of AgriCItlLu and Wa t.lr Duveoiolcnto m soitluJd 

be ai signo if Lant adv.an t ma11in nta in ,inn tis fon;. 

IV. S SEVERIfY OF LA?,)N )ELit :N( Pf iY ARBLEMS 

Tle(. riorlll Ii,.cof t e Llh inimlinag r ll tILuvdii. system hasIr t been seriously 

hlallldic(lpp(t b" .I ]o,.ill del i l)(111011CV prIle) I2Li tof" laljir Ipo'(or:i (,ils;. ood all 

relcoveLry pwrI f rlmI llrv. inS o-:-;ii _:1 I for Ill v ia V t" lily 


is an imIllJtrtol-t ,aut.r 


i) t i uf cred it sys;tell atnd 

in thu systel's ) I tabilityL ruragv service l borrowers 

ef-f ,c untLy .[ economicall y.I V Poor rec.ov rv rat v l I it ato rout'clt ins tiluti(ns, 

resillt in ve ry i ll 1 cha ges ,, a ruqui oxpansive Lid,(, l idies.tub1.1 

The problemllas been nust aelticut 
 tile Aic wh1ici sorvices grcatest(Wte 


number oIf farmiers. Froii a low 
of I0 in 1972, Ai:I lan del.ilileicy r'tIes 

increased Ilnlmllt ye.a1rly to an 
all. time high of W IL.n 9O'8. Delilqlencv rates 

are still verv hih  531 in 1981 and 39Z in IQ1'. )tllr cru dei. parastatils 

and qtlsi. -Cvec nm tstal c:edit inst itut Lllos have less:-; tr leisioSel 1(ti ltilO lbu 

theless tlul:;l.l s:aj.:lr loan delinquenc' rates, 'tI WIslallee , PieCa Lie Finance 

Company e:p.ience
d N delique cy rate solmewhere ot.c.,ein i5 and 25 per cunt in 

1982. Thu HOWlni n iariI (Naonilil l Bank esLinvtul til ,t i.ts aglicu]tur

loan delinqulenc,-
 rate is about ]i5Z in a Aood y'ar1 Inldbetween -!i07 to 55Z in 

a bad year. 



The GooperAt ive CrcvidL Scleme which can he described as having "asubstaiti ml 

governmen t presenec has exhdlbited uneven loan recovery perfor'malnce ini r'ecanLt 

times. Loan del inquency averged 15 per cent betwen 1975 and 1977, then 

rose to an average of 30 per cent between 1978 and 1980, bl-f u rt fa]Jins, to 

28% between 1931 an1d 1983. Univ private coimmeircial bankis;,, servicing usually 

a total of abolt KOU andIare mcediumn sal u coimmercial farimeriTs have sat Istfactory 

loan recovery rattes. 

IV.19 COST IMPLLCATLONS OF LOAN i)ELINOUENCY 

Such a high Wiedunce of loan dl inquency in tth Zaimbjan apricultura] 

credit system imnpoe:u-; ;tbsttanLial economic costs on te crudit programs. 

Concep al y.av, fot: importutm :ost components way b. Ldlul}tif i ,d. For 1loans 

in default, the lend r incurs a capitaL los; eqiuaIl toL the ,.apit l- sum that 

.s never ruoverel mud is; wo'-tten ol. Suco]d, iGtlilju are th, c:osts (int.,rest 

omn bouhrrwel d fund tfi1l:; :.-; ;l ct. ion.j'll- costs ) i aellrrl Wil i:al t:he (J.'ltl. I T'l I .', 

c,-s t ; r r lrt K 1opayiililt :i i .arrvar-.Tiet i coml oelll IS thurd iis 


opporttlit.v c st or ). ilt nl!l lI>., 1! iprm 1il1 Lf Lurulm. iV "sI-u Iun[o(V ue I "O'.'(V lred 

loan funds. At fouirth ctm o nunt is the costs incuirred in ;il ,tp!mltin', to recover 

del inin <is.lo a Tie lmoilnilldi offes these i idiia.1 -ollpuneL[s of delinquency 

coss depend upon tu volui-e of arrears, the Ievei and stucLtor ( (f opcrrt ills, 

expenses, and .,ron the l vel of operat in, marg',in.:;. 

Full (tluenntt iLon of th:-;e costs shuld1ie be iigh on lie a;endo for future 

sttctdirs. F'or tWe nment, in use. nQ tiui .tiielus )illtii l t he overlil 

mal~gituide anld -C ru turt' If thu prob)ILIIw tisni U alen I l ji'jh C lrnsm It t'atiV 

of the sit ti L tol.; F the AC and the M;S . Tmaible ; / :11and IM p l'5 CL W2 

computatiha! M les: . l:k inog Lhe hiis t oricil Va IJl W ai ri l.meCl ill f'or 

the AFL. dt !nK l,. 980/3i cr op tl;i andandl I.lies lhi;lI a iaIs il.e i Ifo 

1tans 18 i I't. ,v' 1t clt, ,t11dl : sl ii i ,, on ovt'rall PI A-i t tt (rof22 , no 1noans 



- 68 -

TABLE 14 LOAN DELNQUENCY 	 COSTS ILLUSTRATIONS: AIC 198(/81 CROP SEASON 

FACTS
 

i) Loan Disbursc:cnts 1980/81 = K39 million
 

i) Capital value of arrears at: Supt. 30, 192 = K20.5 million
 

ill) Unit tran's;ctions cost; 1980/8. = K0.095
 

iv) Unit Interest Costs on funds = K0.003 

v) Uniform opeatriLing margin = loan rate of interest (10.5%) minus the sum 
f: Lransact ions ,osts (9.5Z) and interest: 

costs (0.3Z) = 0.7%.
 
vi) Arrears rate at Sept. 30, 1982 = 52.5Z.
 

Assump t ions 

) 50% defalu. t rate on loans in arrears at Sept. 30, 1982. 

ii) 90X unit t:ransactiuns costs aro on loan proce;sing and approval, and 

10 on loa n recovery. 'This assumption refrLects the A,''s mIainilloan 

recovery S twi. 

COST ESTIMATES 

1. Capital luss [.526(.5)=.2631 K39 million or (.5) K20.5 million 

110.3 &Ll.I on 

Loan I)Lshirscment Costs = Transactions :t:; +-I dt resL costs 

= [.095 (.9) + .00:3] K10.3 m.l lion 

= K919,000 

3. 	 Loan Recovery Costs = .095 (.1) 1(10.3 mill ion 

= K98,000 

4. Opportunity Costs 	 = (.105 -. 098=.007) KIO.3 million 

= K72,000 

6. 	 Defaul. t Costs as Z Loan 1] sburscments = (Sum of ILems I to 4 .t Total 
D)isb~ursemuents) 1.00 

= (KII.4 mil1.:ion t 139 Wil ion) I&U 

= 29Z 



TABLE 15 LOAN 	nunqua.,OIc'Y(OST ,IALLS',ATONS: CS 982/83 CROP SLAS(
 

CCS t1 LIl\'F I.,N(; 2; 1 1
 

i) Lowa d ib iu-Lpjeltc - I0 illi Lon
 

ii) UnAi tralnsiact ions costs 
 = '.056!3
 

iii) Unit iltnco tsct of fuinds KG.O/i
 

iv) Uniform loan rate of interue;t 12%
 

v) Uniform operating margin = loan rate of 
 i It orest (12Z) minus the sum 
of transact:.-ns costr (5.65Z) and int erest. 
costs (4 ) 2 .35z. 

As SUMI) LI: s 

i) 25Z defaul. t rate on loans in arrears
 

it) 28% loan dl lnquency 
 rate. 'Tiais is the average for 1981 to 1983.
 

ii.i) 701 uni it 
 t ran-;a c tioa costs are on loan processing and approval , and 
301 )n l)fil tec o- r.. 

COST IS 1MIl,; 

Caa. iLal ]oss 	= .25 (.28) RGiO i.. ilon
 

= K700,000
 

2. Loan Disbursement Costs TrIs- iact.ions Cts[:- 1.1nterest Costs 

= f.0565 (.1) - .04J K700,O00 

= K55,000 

3. Loan Recovery, Costs = (.3).0565 K10,00() 

= KI2,}000 

. Opportuniity Costs = (.12 - 0965  .0235) K70(0,000 

= RI 6,000 

5. Defaiult Costs s Z L(oan
 
DisbursementsoIns) 


(K0.783 miIilion t KI0 ni lliii) 100 

/
1.8 

100 
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disbursed in 1980/HI, it is estjinated that de LI costs were K] .3 ml].j3ion 

or 29 per ucnt of Joan disbursements . Calcat ion; based on UCS accounting 

projections (i rdLcate that oven fur a ioderatluIy scclessful crcd.i L schmeie 

default costs, can be as large as per 8 per cent of loan d ibtlrsenCnt:s. 

Loi d l lqi ucri yvcosts, if they are not to r'ci k in jIeC!l+It- in11: ] S SU S 

or governmentI. sub:-;idis to tie crudit: progrm;, nces :-;iiate ',pnsaitory 

increases in Wri rc-rs orinterusu. Fur example. jnst to) hrI-ak-(ven the 
AFC's loa in Wre:nt rate ,A the hasin of the prucuding st-Int::; of default 

costs won.,I have heto 39, Lnstead of 10.5%. 'ITi. 39% Ls the hnui of default 

costs (29;:), t r:n-Ns Lions costs (9.5i), and iu't.,:e t costs (r ulds (0.3%). 

If, as is 1ike.ly E,n the future, tie AFC ha tha bla in funil; at .:amercia] 

interest r-t, o af I I., the break--even loanl rAt of i u-c ,st wo;uld be as 

high as 501. in the case of th, (CS, the break-pvLn Lou M.1uerest rat1.1il 

the basis (f t e illtustratlive default costs And11 i(ercled : irial cot-;ts 

wou lId be 187 insweii of H u ttL 


the delinquencv of o therls., those borrowe rs 


127 . Thesu ',,.in i n; ill([icnira' p , helcan"e ( 

who repay Ipromtly would in fact: 

be paying m ore than 'warittn ((ILK,' th.Lir own deb t purfr inl .. 

LV.20 REASONS FIOR IN70[ ,l 

A\ I(an, 1 i tc cDcl l u 'I Ii 1 1,' lie L IIi o onUit faitI' r; .s.dQ or 

within tie cioll irrowl-ers. 


del inquncy in Zambia would 


or bo A catalog"e of the reasois for loan 

incl tde liadcunaLe p'rldIuc'er wir',ini whichlreduce: 

capacity to reay, de lavs in crop plylll1ts which in turn ca;ue loan arrears, 

and necoomic -rred it div rsion i.e. use of loan prceods lr jurposes that 
do not gelerate the means to repay. Weater c'.on(ditions are parlimps the mljor 

explanation Of in i- urn Li-ay cUil:. Illgh Lransact ini r"Sitb imposed by 

lengthy and cost Iv delavs in loan prloess.i.ng and diitbursenlt: igliht al so have 

contributed to Voliintaly dclLinquency as evidenc(e I.,leor b)olrr ,l l i(:ioln and 

protesL, 

http:prloess.i.ng
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and t:o invo uIniitarv do fau] L if disburHun:m iu[-; w re made so I at u an to render 

the prujUCi unprofitalie. It shouldl ho noted in ti,is context that
 

disburseiwnts by 
 the AFC are typically late. 

:Another re.;so, fur deLinqlleu .is the AIG's weak loawn monitoring 

and rec.ov.urv -;.stum. AFC field stafl aplar tL do Iitle fJollo'-up work with 

"-ed it custL ers to in uLimn[o crd it divers On (tL hur xpI i c i.t1,y or tlroul
 

subsuqiient 
 sol i" crud i. f iancel inpuLs) and ato AM& cojit, nLinuuUs lnddl..t 

information on the customier's prugres; with th. ci~ and i I ulrp on incomce.-; 

likely to h r;lis ;ed. I"tFlrurlnore, the AFCG Ioan recov r v ;ys L pne:; 

the tuncLIo of K ian recovery in Lo noperatlVyeunions wlhich PlIVye no legal 

or fi.nanc i.L Nnswrah Kv to !he AC with ruspet . Lu loan r cuvery. This
 

is tantaMIL LU 
 iIMNMA! irr~spnsib iLty on iP. part ci l.hose who OrmInato 

AFC's operati na l poLicie . II: s also l ikeuly LhaL the ]KIaii delinquency
 

expericul'e lof n Eculltur redit programs s I t s I"111 aduqujate
t" crud iro luw 1-(.aSslnIIt" 

of loan r .pav:;,nt,apacit-,'. l'here, in li tle cvidn e thaL m; e,- " the puhl ic 

sector instiruilons carefu lly document and apprais e: the pant.L d.L history
 

and current Ma, N l li.1iiLiLe.s of borrowers, or that: tin urop u
oLpl 

eust-Latimus "lon wh, hI u:-:IcteLd m i 'Ik s1trc colimIted Ni' awd on Farm

,1pec. ifc (or c:vu-n 
 rugLO ,iil) p roduition cII dit ion-i a d p Men,' . 

Weakness; in thelo an appriaisal wliotrinV Nutd co Illou i .vstuni have 

fostercd a 'g1rant s sYts'.111 aoillong c red it. c us Itmei';. 'Ilii ; r',,lLS; syndrome", 

i.e. theu ieCh ME:Lh'Lt t] statements, poL l ies, co itLioi ; and procedural 

formal it zies:osuuaruc with crudit. t fnsac IO ta 

were00 charsld., 

tin arc1 in iLS ui:tmncu:; a 

And L&Lt I i'. not intended that in mney r,'iv.d shoulddt, 

repaid. Thu I,..,l And practical dliflicult:ies ot unlo r'ing, !t;n contracts 

con tr ibutL, to the vie' thi; if unIds roveLved on a cr lit ha, i; are in fact : 

grant. 



BuL perhlap; [he miIr' pervasaive and sec i.toIs obstac l ) (thicLiu lan dCcis.ion

ii;iking an i lan recovery performance is political.. There is-;a widespread 

and strongt,,ly, hcOld perception wi Li he, financial ctommunity tha1 t polit ical 

iuLerfer'ecu it var tls levels fiLli deI-cis ion-m;king licrarchy has resulted iln 

uncredi twirlrlv l:as and in loan duLaults. 

1V.21 POLICIES 'OR (;eOOI) ECiICOVER IPRFORMANCE 

The di;n,.,siis.1 til Al iuincy rates provides soimecau:-;es of hiL loan dILlu 

guidance NOWt thu :'i.aral nLt..ie of the requiiel jpo;licy cl;niges . ]n those 

instalniCes w.'.iiere 1 'an ( [shnrseiint and loan rc rv 'unC i[Los are split between 

two or imore in;t[Lutions, it is necessarytLi) inL't;e tlese fun:ti(ons in the 

institution that has financial responsfibility Ior iedit. In the case of the 

AFC - Coouerative MJon comp]x, nteratiou ol Ii inii'scuisnL aid recovery 

functions imp! ies that eith r the AFC does its ut. loan c I Li.ojiOs or that: 

the AIFC laids. L the l niLoA.; or lcnding Lo farlmor:;. Ini it I situation,rLt-c 

the tn ions woulId have a f incicaL [abili.y to the AIC and Lher.by have a 

direct Staie in loan recovery. 

Loan recover, rates m:ight also be improved by e:tendin, cr',:1L an a ]ine-of

credit I)asis to a gre:ater degree than presently. Under linc-ui-credit arri gememnts, 

the borrower's access to the credlit resources is phased. Proceuds ace drawi 

upon when needed. The aidvant:ge of this type of Iend in is .liiLi il llo,'s 

for early decrt.on of credit ciiversbon. It ai l-ocilita, -,;c:arly preventve 

acLion to recover um, already Mtiliised and to Wi i:lilId tlic ,'u ii ing porltion 

of the loan. At least, the lender is able to protect aiportion oi his loan 

capital. 

Other po eiles include better produce prices, improvemints in farm
 

productivilty, :nd mandatory crop insurance.
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Since onlv the lal;st;;ent ioned policy would he nove in 7Um:iih ia, a briuf 

explanation s '.Q:,arrantcd. Essent ia lly, crop in ;tir nuc prolurIuI both farmr 

andi~lendersfi agin;jst unusuadll in~ome i2 ses cauised W~ pest Iiece or wvathur 

cond it ion:;, n3 d I iisstd iiiw: Itn in otr! Ori uLonull y an of Liis report. 

IV, 22 IUNDING AGRICUL iL .\. C' DIT PRORAMS 

The pittrll: of- fu;nding for agrictul.tural/ credit iniZambia differs sharply 

i)(etWc'1n vuiIemmu rcI[I I baink, aid the rod iHspecial in.cd a;elc'ies or prograis. 

C,"mlmercia I hauk:; futnd theiIr rd i.topourat!i ins. po, i.tno! Ibi in disi co u.ntry

wide. lhe spocii li:xed c r di ini(..Il. 1 i Li- LO.3 ;1:;nI thuW , AFC, C.C andM 


ZADB do not m lhi. i Zt sav.gsi 'Jprray i' 1hey
r '':lto :lV1i.,.. r.:ilih IT Jail gov' n'eI'tliiI 

fnurding in th,[e frm A api:al rubcirjptions, p1n1is, :nd oln:-. Several. 

see ns';15 u.s I sooof the i ttlt. o" Aa 10's . '. U I ill.tijt I t I (%U ImI I ,,,,na lu fund s 

frorn foreign "',O\'rlr en ts and mnul. Ltuiit ra i in; Ilit itl;;. 'T'h.e Coope rative 

Credit S'hemeuit is , led pa rtl',' by I ir ii rii i.t rlt ons, and pirl- y by Li 

GRZ and 1 ti 0 'di.:;i i lcrmunt.ii I)u l/li] on run L'Financ.'n i g ploportions for 

the special iz.l c-udit institution i ndIk oi,'l'mi s a1re pr idedi ini'Table I(. 

''T' hisicI'. 1"d i ulng ob)j,.e.ut v o.if aii"l ;nstut.ion 


tie vo]lie auid ('( piio)l t -inIIIIC 


redit i i s.htioiuld 11' to 'bit:aini 

i] il' i wit:hio ';so'iu'cscons i '1ii elirivnt 

credit: 
opuraiL o . Thu sources' and cinlld i ioll.s of Iiidingl u,'iii ave ai stro gi 

influenre on ,redit policieus and o.orLiolaot fllit: oncy. Thu iuding patt rnsid 


of the para,-,tAtal s have huuen jsirt i cul ir ly e IpoC
jiIll oll 

The flows of t iuan uiala resur l'i e.s;fro pnui ic ii iiltga ry ,,stribiit ion, 

are irreiul ar, as the dl:ta on tle AFC in Taible 17 slw. 'Who irruyuiar~iLy 

of thu ru.;lonru, fl,s maw fcile t ( lclnges Ini iUP g ''i'llhrn'llh' j i:n':en 
situati Oil ll as Lshift ias w , :-;hi in I Cco(ivllil, ' pol icy. 
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Whatever the reason, it makes it d.ifLI.icul c to s' nhrnwi I.s;, Inia ial ro.u;orce 

avai :abi]iL,. and credit commitm nts, en a lanIcC binclIudin b twuen short: 

tL2rml iII ilon -Lerm loa:s. M'I()i'to(ovi , tle oJ r'CiIIIIin L [oinlcIOi i)to ii)(oL' 

portfoli) ,.sLriCtL ions aid set. credit gutideline:; wic.0h ll Li sco).e 


for risk-miin [Mas~t fu'] and vioss-sihibsd N:'at Liingi por inl d iversif PatL inn,inn un) 

and whc ,L onk s] zi]. 
 averq, lending cost:, hUi:L aI; l r lIoan;w -ecovurY 

hV p r'evv' iiinqi;, 'oi i : 1On n p _i n+' aoanbnd()fhI C ii: ('i-(, i. i LiL iitLions to 

devise addniaLLr:ie Iv w.x),ensive idLn or* d isgusei :;cnl chargl ies. 

pef orane LIa nd oiniio.) );L ii ons;pr icinig 1 aiI c't stnt'lUl, A-hitund [ti ngni '; 

troo i. -ici mauII,. ilol ii'n Il)l ii Id dii i iLi. u Ih;,I ieo Lio t-msi l0r. 

Lto thouse dincso d for- gOoenmlentL fuinillg , Meruisi anothier iiiijxrtaiL 

iIILI)w Iithpro le Nods ohnC)iii'd Iro foil) in)I i nt i t ti Ions; namely0 \ thle fore-ign
 

-!z:xi] ,,' ris-;k .a ne iki l w..i) '0 ( ; i:,utiin: ':lorad l
i ('(1)1in t illf-ri)l 


:irrentci's. ",r ':..n ipl I)IO . i, ; t ign
, tfoi:o inie c,,nlc'I y.Iyfl n ' o vi it 

from Lbhe W1. v Id hank fori r rii',L id wieL Th H D')C o n-fonmds toL)omme rcialI
 

fal'itUtS Li) !it 1) iS.'I !i v_'I l J~ i) O-t'i l me!( VI'ii';.
;tl It( cj,iiiit] COi LI',iIl.; It I 

tio those 1liolts i. is the case with World ik joi:; O IC .:iW l iedBaIn ln crdiL for 

omlne'iiL La farmers,'il in oLher cou ncCul's i.u'u and (riiii . In Lhu,:s 

hi.rSLinit'i's the Ioca l f;il l" inrl0i11l;- tiu t':- 'l:iu; 'l l of; hfi,!i,,c isk t,,, t 5 

whether he usies; the loIian pCocoIs forlonI.lI priuciid inoiLs or for 

uimported ilptLs. I t is possiblu Clit foreign txuin;iigre risi;s :1Cce eincurre'di tven 

LhiolIgl ', clsL iuiiui7 denieidfo ) Iis ons1 b ' tie1:h2 !)BM , ui 15 den i et i'ei1 ,:-c,'mi 

forld'ill exoiwtr ri io ius. 

ofi 15Ill froi iilrign 

line of cred it Co a l.imb inn creditI agency ran be colideabble. 

The risk ncsLs borne by the coip lent I)t5 a curncy. 



A. 1)F 'I,'E1MIlN i',\.\l 

Source. _o Fid:-

(OF"ZA.>1l;I, 1982: 

K Mil l ion Percentage 

Prof it<; 

I.'orjei gn 

mad 

l~l: 

.c'tc ,alt: ,i Reuservus 

.,ta raats'-

2.2 

10.4 

6 

29 

(;Z 1rifd .' : i, 

Local a-r ,.,ut 'm c'c 

UnaLc 'ount-d 1. ',' , r 

Loa n rc a i.'iiu at-; 

Sa lu af 1I a,isse L 

ial banks 

t 

10.4 

6.2 

.6 

5.3 

o.1 

29 

17 

4 

15 

0 

TOTAL, 36.2 100 

B . ZAMBIA A \C 

Son rcL's3 

Al>".I': DEVI. OPttNT BANK: PILANNIE) FUNI)ING 1982: 

Sh.irc czpiftl Fromp 'CRZ 25.0 95 

WUrld Balk loan 1.3 5 

TotTAL 26 . 3 100 

C'. AGN[CU 1.'! RA, L ::N CO NPORAT ION -JAN. 1980 MtARCH 1I982:' 

Sotlrcs• 

Shalna cai[L: 1 1('.illIG , 

LOzi1 -r ' ;. /;: ( 

Co1i1 cln2-Ci . 1l 1,11k I 0 1 S 

LW-iS f7rom I lIp nd F'i;lier 

1.0tlo s I ror) frl liJ (aoilpal es 

,;a1,' of : .:< t 
II'ink. Pl I,ii'.: 

Ag\.eci.es 

3.0 

1.0 

1 7.0 

.7) 

5) 

3) 

. _7_) . 

11 

4 

65 

5 

15 

'lOIA1, 20.2 100 

1). C',{I ER.HA T iII I R .I l I','I: [(t19 8 1/ 8 :2 LOA,N ,FINDS, : 

Sourc,C -: k(0()U 

(:ap .tl ,.,l'iiI fru- - hll),\ 

Nucoverv.. ,). and :\l(C 

(0o ) t IL iViL' I1 iOW; 

I loans 

().(5 

2/8 

8. 511 

I , 632 

31 

1.7 

52 

1(0 



TABLE 17: IIRP HcU ,AR.TY OF' PUNDINC; 1,' 1,'TI ''1,)BYAVG' AS - ANNUAL 
DI SBURS., K 1971/.!72 I980/8 1.H'lT: 1 . .
 

S EA,Sf K Mi II i(

1971/7: 8.8 

1972/73 8.8 

1973/74 8.6
 

1974/75 10.2 

1975/70 14.8 

1976/77 16.3
 

1977/78 24.0 

1978/79 11.5
 

[979/80 20.7 

198}/SI 16.5 

SOURCE, Tahle I'wo R .P.Popopo ut. aL "Sudy o.n Vin:iniRt01)01 O11 

Ofl"1,;lr',.' SC(1e Mfld S1aI 1 SeAlU Farmer.; BY A.I.G. ICi iLcd' 

May, 1983. 
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For examp[e,, the 20n? devalua t ion of the KwaNh; in lanuNry, 1983 would have 

increased repam!eint oblgu ,- ons by ZK !t0,000 on pri ipal :nd by ZK 4,000
 

on the current'.-; ve-ir s int-cr,.;t ("ssuingi 
 ()Y loain rat. of iit.eresL) on 

a ZK 200,000 o't con LramLed Lh :theof ClUfor on h eve I ilt,'LOil. It is
 

not surpr ising i thvsck circumstane,s that firiiiei:: have made litte demand
 

on this cret it Cacil it_.,, despite the cri tl IIIIportance tfl irrigation to 

Z/aii1) Lanli agr.i'r i I t.,. [lie ZAI)I, whi chi plans to W al-tin a Jorl. l i igintlOe(:\
 

i oIfllu) Crul'lieiL th s i
N 2N ionm i si.;is, u.,ul4 d n" ulolMt ex riue,.iQ.c . 

siml11 pir l)17 ems; i nI)Ol-l.ld nLcAfndiisdt At thlo . fui'l lir poin is Lhe dan :
 

that: the f-oreign exchange risk costs 
 can assume such0 liajor proportions that
 

the lborrower hia:s 
 no option nut to deramt:-. Those risk costs ay in ict:
 

occur late eioulh Aii the Iprol ec 'ycle 
 L.to maketldeful tan at.-[rLive proposition. 

The ctrdi-t inst!Lt Lions and the (IZ shul d sin slI y ns'id," al Lernutivc, 

ways of rumovi ng i ,re ct'i:ifnyLii: fo a isk:s I r l it mi nhq iillriini ,,, I i s 

reg r e lltte t even t ho I)BZ seeisii quiL, o h i VI ,ll.tt [ "t thit< prl'( imp) tit ilons
 

of the 
 current r tLcli.c. iOlie po0:sibiliLv is that Lhe cr:dit insi tilt liou 

itself ibsorb hLiieforei ech 1i Byeoiange sk. Iue tile 


their oporiL jons ani tLt 


virt ot larger scaie )f 

gratr scope for operati i; n, exchange rate 

eqt li sa ion ltNlilit. , crdit: inst i it tiI- lS aric jliol able to willh1 ntil(d fori' tn 

OlXChiai,., is' Ost hLai;iin arc their. i jld lVidii l 1.1 isi .. .. 'iA .ticnd 

p ssibil it,' is that the Z/aiiti in lnlcll!i i A n uhc i-s,, ac. f hli '-ie IJ'1i u ri.'iiik by 

pr'oviding t te v'reCdit i u i n grants. -ito l,1illu H.ql0Ut tol4 i rr ,i exchiine alltt 

inducud d'oIprol tion of lan capitaIl. A L iird i,;.;tibii lv s tAt the risks 

be s :4 1ii I, t ,e il tslie g v\tl . oldLt t c edii 42it t ' il i s!"H-. It is5 woFthli 

poinl n oil! th a tsoi VaIFi It ' f LI,. Sec(id ( odl hIIii id! r nilit s a17,
 

llLOh'poriLod 
 in I DI I 11es of cred.tl inte forl iiat-lyml fiii rm.:d d r ric il O .:-; 

in other c iii s- . 

http:I)Ol-l.ld


Conmmerc ia l' ru di ng of Public ' sect r , r,iiiu llral c rydi, pr",',,raim.
 

by loans from the other fiinanclial inst Lt!itil.s, e.g. commeirci al 
 banks,
 

ZSIC, and by rural saviings diirec t:M 
 ODi')il i.sel b.y :lgr ciiiutlrall- crodit
 

agencies, is likely 
 to gene rate sove ral 2l,fl.. Il e nieed t o repay their
 

debts to commer ci a iiks 
 and other instituti:ion; as well "S Lo improve thieir 

prospects for commercial fund,-Ag ma, i minrc Ltira I innhc iil di.s.<cip1 ine
 

and opt ratl' iona l o lf i Cc _ 
 o p tihOln lin I 't - o f e ,', iclii t ur " a r d it pa - ;astni- s . 

lor tLis r"si-on, Lt is n por1)t0nLi thiL: g. Va_,l' ni ll ; ii r 


par'astL.Lil debt, lile lnow 


Aii a , iLl i €c' dit 

ilnw nucssa- given rho. pai-lous Iialiiic l s tate of
 

the paristnLa L , tshould 
 be seen as a tLmpoca cV poI icy expedint. oi-I end 1ig
 

or funids on a commlieiir* rci a ba,sis 
 to ;lic citil<iI L lro)g ma \yl crd(i .rams also
 

improve Lhe o cial erficieiav orc nt ionl IsayVi ,gs by 
 i.owrilg the lransaiCrions 

costs oI c redi t and QilQ c ii 1aL n . h, ilfow of I iome rusoiii-cus to t-heir
 

oins producl iit se s.
 

Cred .t inst ittilirs can derive several- aiViLages frcoim rtul ] savings
 

mobitlisation. riine , the comiimi tme nt o1 iial savers' owi FI inian ciil 
 resou rce s
 

(both direct v '.land through the cooperat ive 
 inmovt amLit) to the 1oanable
 

resources I tWe crciiL 
piogamroil i PUt P th'Liit' lOUll n ' meiLineinbe rs
 

11re Colillitted to 
 the v Liib) il ;, 0l Iui l: 1 i i. f a)co;'. ,1ra moi1r,'e w .i1ing to 

take variou:; t.cLo s, .g. oniocc iini: the S.op ) sltisVo.'Leli, 1:iii; mrl'iiem e 

pressurle onr del inquenit iorrowers , t illiprovloIan recovery.lcepii al' 

Two, sinice ili!orix atio.ll oin i i inii LuL is SaViin,.; I..Ii;iacgu t lm ; is a t e;ast.

PIattLi l ii I' loriti hililnf Oil 5 iJt11in ill5,- tirhci riows 
 cei dit, i uiy woilId tierive 

iflt -O ml t iot i'iv\a ta,>:; iL terms o addit Iiiai , liorL c U and 1 ss 

expensivuL.. v oH if ed ditLa on ciing s iii the Ioaii (uslliomi 'i oconomic 

c ir. trci litncu. 
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Third, the :rcd it r;t Iution becones a morL c mp lete fin;uci l 

internm diar, with tC ::s:s )L iit d pi)bihiliti,, ()i cro, -,ublsid-ijz:iion 

between depo;it :anul ''.dit: L ivA iLos and wit bh nlN";" d aNrene o 

the need for fin:ncial discipi inc. 

A furth-r I ike Ly benef.it from saving-s mobili.sation a:cLivity by rural 

(redit instiLutions i s an imlprovement in Lte sociail efi'iciuncy of tLhos' 

savings. There is prima f[acic 0c-vidence that a ',n,;iclnsderable proport:ion 

rural saiv ings d1oes findnot ith wa-y inWO financial institLut iolns, but inst cad 

takes tbe frlnform oFofis Iin:'r..s0 tillili ithe and nrcncy . Q nls': of d.stance 

antd iiccss il tv facto s, comierciA banks hiave: beenii n I to vconomi'al 1 

tap these pools of rural savings. Rural crdl it ;aencicus, especiallv if thev 

operate through the cooperative IIIovient, have the potetnial for ov.ercomingz 

these operational b/arriors Li savings mobilL isat ion and for thureby improvin>' 

the social ufiI iI c Y if savin s.l 

http:benef.it


V. \1 LIIRbEI) CHEDI:-R 1 SME i') Z;\>[MIAN FARMi'S ANNfA ''S;ICiNli IBi"ST A~LERNATFjIVE 

V. I TFE t'R .... . ' '"l 

Basedtill l: iLit- ai 'liad ly, in the pirevio s ionit[ c5011 We propose 

the fo] Lt.'.,n o''t'ra s';tric r ,of the cre lt ''; n br is:mrmi-s i, Zambiilia. 

This p)r1uopal Iruc,_:nCl1 .that there ac tILhree roups rl es who mus t.
 

he served To; thie crti U;
t -v tns: (1) I lie Lrhiraditonlll aid t'lflirl_ ;z O arilo 

(2) the smaiull : l. v om ri: ,i i f l r,1rm (3) ;ind Lite laie sca e toii' :ial 

'Thu o )t opre t Lytoi n 10_-il wou ItlS:; el LiiCro (Mee tll)ilteii tcL 

Coopurat ive Crd it Schome, (2) the Zabi Ln Agricul.tural-: I)ovolpent Lank 

and (3) He ( , viial',.,i hanl. lks. 'Vh AFC wou. lie aIl imi naLiucd tentireIv as
 

a crel-it: inst i tftL-in; h .,caise of 
)reviolus ho '1 l1 osste s ,ii h i ad'1id in is1u- i ve 

;os ts Vjslr :in;g in an ox trae I y weak capitLal[ sr-uinruri , coaut a 1 ser iouis
 

Jprol) Iems: i redI itLx 
 LOWS doas 00 Io~in recoue irN: , ;ui undtlptil'ii I it i u
 

in fl unce on Ut 
 !encd ing actLivitie's, the AFVC is ni loinger N viable crcAit

ins Li Lu I:og It[s:comnuc o
~idipvrnLt.ion wil tios t l ikel "o vI len to-d "ditionia 

Losses anid will furither iiy'tr- theL2concept (of creAdit anid theiess-enit-ial 

corollairy oTf e:: toad i~i~c''e.dl ic jh is recover-y oF loain p roic As. 

We do) 1]iiit ',Ipor t 1c r, oie ill anof \I"(: i ts NA i v tisea Vi W~IGL thn' 

ZADB as it is on rrontLi' tcnicuei ved , naely as a pus'! i secoy r c red it agency
l -1it tle I (.C ruthan i Vi n h,. i-fo r- o c ". ; : it _,,<, .{t' \1 : ' 11directly on-land ii' 

li ft , " ; .l i c < r d :to Varr-s. ['le Cu 1S IILluI itnsoi t o leve that 

ZADD will be any. loss subjiect to the 'ograius sy'idrihe' , the p)olitical1 influence, 

and tihe l1ow re onvur' rates tML have sea ted tie late of GOi AFCt as'' we.l as 

that of Uts preu~cossor0, the Credhit Organ isatii o A :iZambia. IL is our Iiuigum'li 

that, g~iven tho hiis ttirvo u iiihi spo)r urciuLac t vi.Lty Ln Zamnb ia, a 

]cFoverniiiit y:.i,t:cit nis:i, n t'i.:(hat iirpr(y'L makes iloans to f:irmers hs 

http:i~i~c''e.dl
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This does not mean however, that ZAI)B will not ilve an impli tant role in
 

the agricultural credit market as we wis. i scuss 
short[y,
 

The proposed credit. system includes on ly two sets of .institutions
 

that will make d irecL loans to farmers, the.CS and the comm,,ercial banks.
 

The (.CS wi 1h1 hV, prim, rCespons[ibil ity for the traditioml 
and emergent tarmer 

and possibl v f the scalelew of sma I I cowmercia I farmers. 'Uho CS program
 

of block lend in:, to c o'.pe rn ti,,e uis Gnos Wh.ch LtL on-.lend farmers a;to l 


exhibit:ed reansoinble -ninistiitiv zuoss aid rc\v:ry rai-es 
 in reent years. 

The funds for these nins .onl d 1-)1. -son
W come in part lc al ur s [1o)1i iztI by the 

cooperative un:ions (which in our jo 5 cme=L wil I help ma1.Nt:,ain high recovery
 

and low default ats), block loans from ZCI 
 Fin.anci.,al Services, and block
 

Loans from ADI,. Thus 
 ADB ou Ld he a n import:it surce iCr this signi ficant 

group of trill.iti'nak aid sma51ll sc'IlI I5,'to'e1rs,, hiiul. wuid ut he2 involv.,ed 

lend , ac ' LLi:e', s 

that the ('CS svst om con priovide 10 floads to I.sli- 5 groiu 1) 

in direct gi i vities cause i Sipiiea is ( e non\(:1"tapp u;p ii u) 

ogViL Iower loa 

administration costs anid 
deflault rates than a govCrnlmient credlit agency. 

the sec(nod set of insti utinsI.that will imake direct loans to Farmers 

are the rcia L '['iks. wo Icomme a.hnks The llicomkm Cria I. wud cont i ne to make 

loans to t large>,0 scai le Coieiail: s I ,laries a:. le)' lvi' in the pnst. 'he 

funds for LhiC ! 1712 ,0ii f.rmilcliIs wou d W>L One Lo com[I ron(L(lae I 

comnerc: i ,.Iks deposi 3. Inuadd itison the 'ci a b ks won]ld he givenciulm I)l 

the reshmsilh L itof providing credit to Lth limajoity or ie ail scale 

commeirc i aimo is; , tounds iffrctl "'li [lior Iending activit' :Oii ld come fro1 

ZA B. .,wonl: be'lIhu, ,AD; not: involved in di ict. lend rI to csommercil] 

Farmers eithIer. The primary reason for elimi 
 tioa ZAIl ' ri direct 1odlin , 

to coeriAs erc i !armoeIr S in ' ldulce h polili,'vrl influonc0'' in l"l1"11 lc inf,g. 



hie commercial bank; have a system of branchesl i place .inmany rural aire;:s 

and would be It5:; :-W;ubject to political piressure in tileir credit extension
 

and rucovrv pracLticus. lhcy have exihibited 
exceilunt past performance in
 

credit Lxtcrlsion und] rocovry 
and would he ..pert-ed t:o (cotitinue that
 

perfolmntc e lonj;n is
s Ias here a rteisonalW. l'!o i ii l:mrg[ni. 

Th is l;st point, a reasonale pr'ofit margin or Lthe banks Lo serve tihe
 

smal l-scale cornercial farmer, needs turtlier clabort iou 
. 'the smaller size
 

and higirt risk of loans to 
smal leIr farners wilI in h uhi)teLdI' increase tie 

cost oLf mnkin LoansL to this group on the paltT of conincriai inks. (enltral 

to tLiis proposail. is whe Lher SLhe CoimiiiCriai I );iilk can m:ake A r o :;ua hl] margin,.il] 

on t1-ese loans; i Lc lending costs arce higher and uier what: circumstaLncesi

would they lhe willing to maku loans to smaill flirn. 

The key consideration in making aireasonale profiL margin on loans
 

are the transactLion and recovury cosLs , 
 ite rosL of fund; and he interest 

rate on the loan. A necessary and iinporl-al compon'nt: ol is proposal for 

a crediL svst1um for Z.ambian Agr1len Itre is a cang. in iterest- rate policy 

to al low comaecOL ba.ni k<s to piy hii"gher ra{te- to wios it-ors and charge 1ighur 

rates (n loeans. In addiLion to t e i nc'reased sa. in.s and imiprov'el olfi c tIcyV 

in credit al lc:utLiow that wonld resulIt policy rate 

Strcttuiie would aIlso provide marint s needed h, the banks Lo iiikt loans to 

from such A i N Iigiilu 

small farmers.
 

' il i LLe vAs;sme th a t a rcIiaIl a . can ohtL incomilun. ta fnds fr'om ZA])I at: 

p)r cent t o Iend to sm ll sc;alsI alrmers ui'clusiv,,ly. AI so ;ia;s"111th1atI:e 

Li e CO:1lie(r i al incresedl its Ia -.' tmi :;\r[i),:; A oil, int-a ' p,' i,t , 

poinits I'Eii 812 pecL'Lit to I112 pce(Lnt ndalso ii'rrisud Us loo n ralte froin 

11 t" 14 t Tie marin,Onipercent. in cmercial
Iloins to la;e sea cI liji I;iriers tunded 

by deposits would renain unchanged aNt.' 2 pcr-cenlt:. 

http:margin,.il
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But t margin onl -ansto smWail I si] talu Farmers wv 

using funds bor rowed from ZADB would now b. 5r prcent which shou]d enable 

the iank to incur tie additional costs of 51;1vricin, .i.all scale farmers and 

stil I malintni i l:i:n l ;iiblu prjofit m:rgins. 

R",egulat ion:-s wolid cleiarly be needed to specify tihat tie b k must maln, 

the samle VO hIiitu o I l It) li .smii) 11)altl. t 511:. I scle fyI : l111 a,; tieIllf a nc 't of' 

funds borrowtd Cron 212elL 1w
'AI)B.A r 1Ag would litc.::w:; . t whaL size 

farumler is sma saleI , anhid otlher regll iKL. ullWtOI lld Ou ittbidky ! yl Itt cCt,:5a1'. 

Thu key ;ttribute ol! tis propos;l[ is thati.'isLhiaL itLs ol Lut public sector 

and the pIr i vit s 'tor arc combined -- t public ,nme', and ,uh sector 'vr l t 

a;lg elC ieS v u utcon i :) i tVi;dv:i .t Lilt: p iV s inmimc N i O\'tY t.o L tur teri: iof o)b)t;all1ii 

funds at a looi c.o:;Ls , but lio prival sLustor has an;advantli..:ht ,',' thLe 

g o v e tnmteini
a I ec i :s in - 'i m o i t e stIf0 l X Lt el di ng nt I>B.;eOs }, d t' co lli).j lni. ., 

tie, Iower rusL Inn! mu,i :cut iviLl of; tegli govt.niiii. WiutL i tlw I . c ut Cs (Iit 

system for farmieI*rs wi. I result. 

A final -teltu Ootf Lh.is pro)osed ;lstructure wllich should bi noted is that 

paraistait,.tl:.: sucl an: W.IC anud the N:tionial Pruviduit Ftnd whose ssent.ial 

1)115 iuphs:; in [ot c rd .& wt I rl Cr in fro l' irluect le..diig ti produ:ers and will 

istead pt'ioidc loan cip ial to tho ZADiB. 

V.2 TIHE SECOND BESi Ai.TERINATIVE 

It i.s possibl that "he Zambia governmenL is Al Ieady too Cti ioitL 

to a credit :-;sseem in which the ZAI)B lentd di- e ltY to farm,.r:; ito adopt th,. 

sciiem 'wqe regcard ;:; bast n the ilstoricajl Acuifl'tts:in-. Jf that is t h 

case, it is pstsib]e to make some1.2 partial rt'orm,-: and to st.t ctmlln nuid

lines For the operat ions of the ZAII, whlich will ,,vc LI o w inst.itut on 

' cal:lltt to r1 t a bi)]slh i prlfope!,i h ict: io .i ii- 5Vy's-t oii- ;,'itiItural cr it. 

http:paraistait,.tl


- 84 -

How good th, chance turn:s out to he will dlpend ha vi io how effectiL\ely 

the movoru iut conveVs to the faring connll it that (eit mlst he rep;aid 

and that, wli le it is firm ly cont: iLtLd to dev eloping the farm tyunlI')mII v, 

it is -qua1 Iv WlY against the destruction of the credit s.steTm )y gross 

abuse of goverllent credit fac[I ties. 

The ,st'cold est' syvsteLm unvi.:lg ; tlhe ZAII. lending di rect I I to farm.rs 

and the cuss:aLito of loan acL:ievi s V thli AWI;. Alth) ,uI, tLI AI:C 0hould 

no longer mnIake l0;111s, som:e adlmi]i I. rLLt iVv "n1 it s )11(1 he *L sruwted wilh th e 

task of recoVLring lo;ans frnomu de i llllL t'tl0ie: (ii LilL.'; (AAth(W . Such a " it 

mav be better located in thte Ministry of F:inance or in a lea l MAIinistrv
 

to COnv'eV y tii ',OVur.lunt 's d tler'illI0L 1)llto tecover Ovurcil 
 luaus. 'h 

ZAD)B Shlo(uld 1WL) het 'ddled withl UW Ai; lhurdvoso(nw lunrL t[)u lQc':u.sc. either it-

WOuIld t c til leVI iL .iticLlt i'nsolin'c ,s to the recovery ) I (il ma de by its 

ilin"dc-ssor or too uchot0 its rot, s oo Uh absorbld it, llli -orunate;Iwould bY 


legacy.
 

It is imtportant that the ZAI)B he statrlved only with hiiglIy motivated 

and enthusiastic iersonnel, and that its labour expres ; be kept within 

mlanageable propo rtions. It is likely that )HaIv LI nt ,' t cur AM', 11emloyees
 

have under.t;ani. )iv devloped such neative views ah)11l tie potent N 

credit part .I, st that tMl,' are Un.iStilL:l for ,ii. .in th /AN. lt hnimirl ri, 

the A\I''s statf is wury lar,, partlyl s a c ii wc uieunc, tO io., wi~h pruue; 

dis trict structure and partly as at reslIt of its in)ahMii. Lv to nchieve 

eCOnOmies in lalioutr u1s12. Fori t1 above1e res sm , tile ZA,,I)IK huuld b ]Pt 

free t( selecL its eilp ers accordtin o it:; neds, ;Od S;OntId not be 

mandator[ilv r-quiri d toU absob)tL e A G's alabou t. cani(r rIt HIr latt r l be 

redeployed w.ithlin parts ofotheri ,. thy public sectotr. 

http:lQc':u.sc
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An earlie au1Sction of2 this report stro:-id (lie crur o role ofI loan 

adlinistratfio costs. ELn with tih e best ],),11 irucnv'r rates and wit i
 

reasonably high interest rates on 
 loai, " credit nS! i tot Io, will be
 

unviab e if:its ioan 
 idhinistratLon costs :le La., eiil to JOInativ 

disbursemunts. Tlie br nichio, system would imp theov ;accessibilfty of
 

the ZAI)H tu !)c tnti i ] ebtors ; a
it l raiss loa;in ad init rl: tii1 (,Ost.
 

:\ careftl 
 balance his Lo be esta::lb ished between tIle, twu ions.,nsile-:it 


in de terin itng r!ot branvhinj -1 ICLiIre ol Lric /l)A 
 . It won i it litt I 

economic Sonse for the .ADB to inherilL[ the tUli IU O li i ci .ratiii - cI Lki:' 

AFC. To do so woluld ce to saddle i tseli wit laa Irgel iloil c f univiabhl
 

district oflfice:;. At the outset, the 'ADH shuld 
oipi-JeiPtOl Lthose district
 

offices tit t ' Vre[O 
 Io )oLLntiNliiy v[ilal&c tiein cWfiit 11-1l. Qt (111
 

provide cixdit 
 snu rices Li)tll -innI farmers i t l otie d w; iiclim ilndiicurl , 

Lihru!,h hlock o ,o thos to i rcN.ii vu iovmnii t. I.Nirq ilii iiidd un si', 

farmIrs wilt li tu, to it il liso the o 'ice neareil'st 
 toLt h ii ( .tliotL_. Telio r 

trans-tiois costs will COnlsequtt. I' rise, buL the increase to them is 

likely to he Ios-s pro h luimittuif r the credit sysi m as a whole , than wonld 

be the uird [1n o u[ll ic'in oilc dList ict off ice. 

M Yii' I l' 1clta I pOdw i l i i ( Ic in,5W ('lIe hp l l Lh (Iv, .lr;,;ot i yiI I i (Ithe i 

in Secti.on [V o th, ' epo . tli yR. irt O tie 'iij r hrc oil.,; wi t I s-l itt d here. 

http:Secti.on


(1) OPROVI)E L:PjDIT NT TECIINICAL ASSISTANCI. 

The ZAI) should st -ive to provide an el fficient crudiL service and 

devote rel.itivei v 1.ttle r(-soutrces to tcchni: ;ssist-ance. PracLical 1v 

tn iversa'l ('?<D tr iUiCei du o)nlstPaes L]zi e aL Lut l i ,sIS t :ll(c( ivisi ons of 

credit programs are rarelv Po):t-eil fcjt (v, aild thatL a r, icntuIi] advisorv 

services are'Q but t(2 r p rovildcd a v [ iiistry of Ag, ic [tl-e irtroniiul. Further

more, the costs of t.cihnlical as:-;isanlco woudaII ovral in costsI lte 


so much as to eidanger the a s no,1, ncome
I pos; it:1on or oldI I res;I C in high 

intler'est chalrqes':. Tlhe, mi onE[H L.chtul/[nl funti ()F i~l personnellltl il t.Lhe ZAI), ,shlould he 

to provide- i'n-hlouserqn-!lI.'-c (o tietL o'tilit apjrn'i al ; d .iii t((\'erv
 

divis ions.
 

(2) MAINIAIN STRONG (Nl )IT AlR\I-A1 llRAC'TIC]ES 

Tile ZI)i 5I t,uild ma'ii nit i : s t ,ng' credit ;app ra isal division, Good
 

vrei t-(.[,lppr'; [i ,tN1 a prorey i ti J(i)
: is it lor l ol'lll It '('overy Per III 11J(llanlCt . T'lI

major st t 511,s s, 1I he oinl iiJ Ic ' (IOcIIIIt il,I ;ijjtl iawllit i loduct (the 411'11 

ILc trd, is - i t .' rth , his prev iotus credl it hi s oli v , Iin r: pg il, lor t I -

lffuaiicW ' ,ind his wi I I iipq ieiss It) ,'Oimit I si o i I W nK,' NiI it ,ol-,.:; Lto lot 

VCIIt-i F0 , an! the p0tt210 11 II i L't)1' Yi t If from11 I)'4 (. lit i (m . 

Thet leii (Lloti ision should be based ton he .Ilsi-;lil f tlt applicant:'s 

credit worLh i ess i..e. thie Like! iliood that he wi I i [it meins and thehave 


wil ling',ness tetl-ee' 
 for ori tot, 1"017 funds" ri.. ihaV ( HO place 

in cretlit ecL.iSion:s. Iln ctse: wlhert: iceedv alpl iciULt iP not creditworthy, 

to otherI Mtate.' ts-enc'u wlhich p'ovid g7aint:s , sub:.I it;. , Ni tch1(2d IC) I
 

ass istance.
 



(3) LI:NDIfN; I GiH:c'I:iSAN t',I,.t) I :S 

(i) CeortLin W -ind prlcLi cei< help to r~ehduce risk ((o .: b th,x en;uring 

borro .. ': iHn:ir 'mimi tui it t o L pro jei cal al. 
 , by prov(idin , 

h.y' id ri < kh:s oc' r l Lri . typ ,; lesI.l) o i ,+ Un a way tha ti such 

total! risk:s arc tfyluIied, ainid hV l)LV IvIItiiq Iicotectiuji ain!ilst adlverse 

forces Q) nature P.g.( druttlIL, etc.
 

I ii r,'.:irJ, the ZAI.1 s ld ondt
this 
 ui ulivurLto:
 

a) R f ri in 
 Frum 100Z iMinc:i ng of proune in loans~ or capital.I
 
iiVet- Ie I1; .-
L It' ; s muchi i"S pussi h e. 

)) ";xtinul 'ced it 0i of credit:1 1 i u basis when largi sumiil ar 

invo lIvd
 

c ) (:aruI-t: li d\,
t c'ursiix' the lo an porL toli iu n terims of farm sizes, 
I ,,iit1 ,;, '-tiiLVip cie:ih I 'ai iols, ".nd types otFll- (t rpri1 s ,s 

Al) i i tr r% IhlH I inmi .nsI vity cvmi-i)inwiiinwoi!,l I u I ie, i r t io 1 io 

l c.:li iv.iil<Fm:, imi,i I tll i i iii ii tll 11 i..(iim ic cd!) 
Iiml em) t aIliil I~~~~~o r Ia IIViv of nl;uiilti croip-; IIh
I aiir:l111]n iu r a lI indiv idul 

Into F Tc) it ,r;. I 0 I I illl i)lteni t'I i. ll.oft inir'iiv . t l wuldtitl- n isi , 
tli tL i' tie .'1iltvL' t f-airm( :;itl I i t onm:-;h ;ih ,,Iorisk s. 

Th ,A( t1 .h s l sLuiiciiiLe - u l i. i") Iis la admhii strti o om:tl:-;
 

(t4) LC_ OAMO iTOUt !N;O AND:.)
RE.(COVERYi',
 

MJ- t"-I ic
tO Lmak!igiiL andt i fuel~ti cS. monl~l(ll!,ito ianditl~-, ~ ar 
blc lonlve,i'oopurto loanii lmti-v uiosi recoveryandi lll- ,'11"Mi t qr a I oin i~iduI 

Iii."-;i l jip' h <t cm v illl.< t I L iii n''l[tlliiii. il(iiK l iiu :
cruc' V_ m vi,,r L- iiihli
i al~ito< thie su;lrv.ival] of 
 t
cred(i'e inst;-liitL.,11H 
"S.<viia let vt' icips.
 

LIlt Ilh.' 'i
Its: llltpol'la i u shulu
c d he' refl' a, ccLed 1iH 
icvth.unl,'n< lbiiI,,-t~lil- w l ocNH(,:~ ::
i> 


to) thos,.e d~ivis ions., i'litBanik 
sholiuld noti A 
 M;i n j~t-S 0l110)'.il 01'l
il
 

sl itff ,'ndl support>l- i-osou)tl-ipl W .,ic(los.. e' i'1 ) o ,;' illu .ltol!,;, I,,r
 

hI.':-;,o Joi) t, it. w~il\ imper' il ,ir,l on!, 
 irp l.al ~ ilnd Ilia vi~tl~lil, of 



- '''cc 

(ii) \Anothur c:rd ina i roiroment is that tilL' ZA iLt,I, aNdministtr le 

recovery sy;stetm th s makeS.fIo loa it This ma iein reqir'i n loan 

customers to pa'v in person it th*\L~ di strict fIice:; or at the ooperatixve 

unions. if fnr >urh: cod uct thos e transact ions at ,I it M o 'l 'ofl ses 

there s hould he Nnv lO lSoot 5ll 
 ml,i c Toa in b to)W lr Ltr'-inactions costs 

1incu rred ,t he f-:irmrr 

( I it) t;1[ ofl''l l1In con Lans[I by r )pos.SS,.i , aiid Sal e o1f collaIteral 

as well as b le ,al juidgement and :::ssociated 
lgall remedies (... banki!)ruptcy 
declarations, etc.) 
aglinst defautetrs :;huld the v i.nruClslv Pursued in order 

to strongly convey to loan cu.stoners that the ZADi 
is i.nfact different 

from the AM.and is deteri'ined to recover its loans. 

Observ;ane A tesu Structural and operationaIl guidelines slo"l].d in a 

normal ,credit.envinimllnt elsure that ZAI)B andren ains a finairiatl I y viable 

sacta] lv elfirimn c'redit ipirait- il. 
 ilorm l
lSt a ta o i ledit:.ronmeni 

c~r tl''tiv 
,l"Ps: n"L e t'>[; inl Zamii n~ldgrliculture'. Thut "ljwr.t1 " HS 't hit
OF~l: 


Credit Organi.sat ion ,i Zamiilbi a ant the AIC have iiiitni'uiiid Lii concept of credi: 

to suchi a degrue LIhit organ isa tiona I and topurii'ona I rut ous are unlIikehv 

to succved, unl,_ Lit ;itittor it.I politicail paceI~ L t ie ull i-Oc. "I 

governlmept iind
M1 thce .lilgCiicii,t:, doecisions, and NtIon; ol tih ZABi3B. This nlans 

n It:onlly,';f of liti nAVOiildili'o 01 i ,;i t, c'.I ]oc ;is ions a ]
 

contruCt enf"rcuoui;ul: hut, eqL: I v mport: i L, poI itL 
 c a I N 1 ion ,ipuTss up1)oo i 
n
 

debtors that 
the bust:'.i-ness of the ZAt)B is crldit nit. grants. 
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VI PRDPOSED L TO) UUME P0t; DECI SI ONSSTMES '(iCY; 

Several important prob liu:; ,iicl .isues di-scuissed ilnL:i,, report require 

further study, s 
 tilt po lIlcymakers can he proper ly i.nformed and a(dvised. 

We suggest the t llowin; three tolics for imm'diL(.e atteLnt )l1. 

Vi.1 EffitB' eii-ncv in C'r,i i L t i z ,7ationand tLpact of I ters RatesL - on Credit 
fUe AnIBI Ltput - ---- - - - -

Problem LI!im.-my itc ajil O ctive.': 

To mak I( u-"d decisions a; to whether credit: should be allocated to 

large or smail ICtrms, the productivi[ty of add itional fid-;fusFor i'-ffferent: 

size .airif [rm;s should be) evaluated. I"urLther'ior: eir) i kowledge Nboul 

tLme eff icient us1:5of a~ddtitionalI crdilt: by fa rmers (al-Ilo5u~t.-loi L") vaiou~ls 

)rudrt iWn mtIi-vit i-s) and the response of aler;s Ln ri, ugus in the level 

of intuu I ra1e*itus Ls us-enii a to dM to-i i in to ost: rmu P1tend credit. icY 

''lhe objcucLi.us ol this sLtdy would hie to:
 

1) I)eterm.ne the ruelLtlon:-;iij buLwun cali Ll or 
 credi t use and output 

on d i erent size ftim: us.lin, varIousLtypes of technology.
 

2) Eval"ate the oLimiiAl 
 use of credit: fur armurs with different size 

and enterpri se mix farms. 

3) Deturmine the impllac t of. lower and higher interest raLus on optimal. 

enLrpri-c lor, inisat)ion,i resourcetse and oul pL. 

Procedure:
 

To accompl lish objective I, 
 data mist he cot.I lect:ed for sele:ted crops 

on the output ,eiortned with different levels; capi!alI inlits for a gi, , 

technolo,,y, l.I ussunre, this object i eq. ir-so the utim tM €1) las icof 

input - out'utlor pruduniton repolse functlions anid Lt c(pliii)ilsoIl of 

i Iallr>produtt iM LiW fir var ious . ;e Farms:-;, 

http:I)eterm.ne
http:objcucLi.us
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To accompl ish ojec ives 2 and 3, the inpiL-ounpt re Li t ionsd obLai nd 

to accomplish o)bjectEve I could be icluded al-oiig wi ih var.ious and re souIrce 

constraints in a set of linear prOgLalni[ltug models for various iiIlut. rattive 

farms. 

The 	 models would Lnclude borrowLng ac Livi~i os and crudit restri ctIoins 

By varyingQ the rate of interest on ti gthe orrowi artiVl .a; and the 

constraint lo'.ls fto-r Liii credit stricLiions, Lhui senis it iviLy l enterprise 

mix, esoutil use and output to these [i (l'i; ie (VaI iLi[.Factrs l 

Data 	 needs: 

la La 	 needed to complI LteLtihe ana 1ysis woudI] i in: I.uide iinputL use and ouLtput 

for varions crops and levels; of technology, input a dlndproduc prices, input

output coefficieLlts tfor various enterprises, aii(i resource :v:i 	lablJ iites 

or endowmnentLs for various types and sizes of il i tl;iLJ Ve, lvarll:. 

V1 .2 VAR"HL 1I t ILITY , I NTE NAL , I !.I.\N4CIN(,;,.. _ ,EAD,_Al,: ) _lC),ANI) ,I LLIW .l
 

Problem StateienLt and Ob-ject ives:
 

The 	 f ina i' 	 ieeds of thic' agricul tulo-E sectorea i be satisfied by credit: 

or by internal I ldr S 01 funds. ,lost prcViou-; idius to agriculttural credit 

needs .lP ienmei! ia Lhat sa I *- iLUiUiC iUii>, d(b . OXi,;AleL t that all fut-i 

for e::alnple to acqtiLre Seasolil. ilputs 1 diiluwo 


there are indications that subst;Ltj; liquiditv 


illit 	 e )c with urdlit. Y :, 

"id sN,vi i ; e::i.st in itLe 

agricultural I)rodtucthin Sector. ANiis study woulId aLLii pt to docuentiiiii, t:h. 

amount of s;;iv Ii available and tic (demnlnd or cuedIt. Sp lifc objecLives 

inc tudc: 

I. 	 i'st iiiltcu tLh saVi.ug rate for Zambitban Farmers with diffterent size 

and eui t ivrpi , .; ,i hiliiaraw w itLis. 



2. 	 tcrmine thL credit needs of Zambian farn ,rs wili dillernt size
 

and enterp-ise tmix chanracter i-st ic.
 

3. 	 Project total aggregate cre dit dnand and tLhe proportion of that demand 

that is attra ibutable to different size farms and different eniterprises. 

Procedure:
 

A mictro or macro-aggre,,atc approach could ho taken. With the micro
 

approach, data wonutld 
he collected on individuial illustrat ive farms on 
their
 

gross incone , cish e> 
)0nn ess, ne cIt incoce aid consutio) n expendi ture.S
 

This data would |miCal0c, theo anloi:of ri'sdul
aa incomc or savings avail abl e
 
Using 'nte prise budg,it, uZ.ci) the upcoming
o. 	 season uld bie
 

.st imaL c. and c'erdit uol s odcal +it as Lxp:elnt''n minus s.saioii glsi!ti.s
 

from variu s illistra-t j,'.!,:uld 
then 	be wceighted by n l'i"the iuh|o f farms in /farm-; 

each catego,r, t:o ohbta in an 	 est imcte agkgregae crod it renqti-crcunOs. 

l' l c app roacii wotuld i ,v.olve :'.Liiilai i totala sec tor
 

operat ing, c:.'xpunnos;cS (tii toa financi.ig iieeds) us iniig aggr'eg;i LC' prucdlitLi on
 

estimnate-; and t ilnito:; 
cmts 'sli olperatintjig costs peir rodlction. Po,l it-L 01 iii lant
 

internl ftinanc lg, is 
cal ou[I acd S- LUtu-al finanin nee'c'ds Mrainucs totala ;c:Cc lU
 

credit extc led . An iiiturc:i I it wflini F:IL 
 is c la cltas 
ARl+,toL! £li:l'ci:icrj necd;. 

[CL;o 	 tlen lc c d YE intrlnl

financing dIv icidi'nturc crod it nieeds arc then ..t iti'itctd by cn tip!lying Lihis 

ratio titmesc; prroi,-''te'd torta l :rr' cia I c.th operalting, cost-s (u:cxprcLud iproduction 

tines p|lO ict'-,d ca;sh coits pc'r )O.t 


Data Needs: 

ro cis. Lhile Kicro approach, data shoun.|d Ie col iucted for saml~rpea el 

illustraLIVo farmis grosson farm icoIIOe, cash c'us;t' Ni p ic cl'nILi, ;iid 

consinMp Lt iOn t'>;lccnci it itro., )ata 	on th l n . l tccI armi-', iIt vir ZC'izJ 


aid enitl 'rpr iso 'IlariL:teristirs wold alsco hIe ir'c'Cv.-;sary t" crrncil, lCtc thii' 

ag;grcait iVll 

http:financi.ig
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To use the macro approo.i agregate eSt mitt: of annIual productLion 

and cash operating cxpenesfor olIh comuliL I iind Lot I rurdl L nw: Idel. 

are needed. Estimates of iuturc total product ioni and buLgeted caslh costs 

for each commoditv are also necessary to make thu projections of EuLure 

credit needs. 

VI. 3 ESTMTON OF B_}'( NR(1I L) COSTS) AN fKN_[ N. 

Prohlem Stat:emnt :nd ohbjective 

Costs tii:l,"red V faIrmi ,rs in obtaining cudiL Tare extr mely important 

in determinf qf, their i;- of loan funds versus Lthuir own savings and lave an 

influence on thuir vIilin:.;mcss Lo Mu1.l[1 dubt rupoymuenL commitmennts Borrowing 

costs ,re coplir ise C" of Guc ut)lponatLs: 

(1) the uxp!L in t erest c ma r;es om lon;lms; (2) otherlices, charges, and 

compensat:ing deposift rcquireMPMtS whicLh raise thu etffetivc loan rate ol interest-, 

above the quotcd rate; and (3) thu tr;misauL tonis costs incurred l)y the farmer 

in obti n ,v,credit (traveI time and cost., fegal expenses, i nsurance fees, 

etc). 

From the Lender's perspecti\e, the costs of IIendjin, coni;s: ts of 

(1) the cost of obtaining f£inamciol resources for lending (thu interest rate 

on borrowed Honay pl[us the odministrotioni costs .icurred iitu goLiaL ing
 

and servicing tIose debts);. 
 (2) tlie ... in i ;trat ion cost:; i cm'urred in m; king, 

mIonitor ins.., and it covurL og Ilins, and (3) the risk or dal;mIuL costs associated 

with delinquent Ii,., L;cnding costS the mridcterminu tihl ' the c(:dit
 

instituto tr pirogrm. oulir' s to 
 couInomica lly lending 

cOas r e di furtot for dif''rnt types and si'e's 

rcmain eii via.lu, if 

or lorms;, iCcUrate "1md
 

detailed iilormw: it n about these 
 costs will also be .imporLit in determining 

the ,.otucntit Lfor cross-so[, idizaLton of costs and the dc., I opmnc.L ) a1
 

lending,' pol icy.
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(hus the SPAcI Oi1j2iwMS Lh, StudLy wLI bu: 

(1) To estimt u :he bor rowing costs incurrcd by vu'ruuics l.yvps and size. 

of farnmrs in d ifurcrcnt Lon'ations in ohtaiiig' cuciI. 

(2) To estimate tLhe !endin g cost; .licurrud by IlufdL~rw in; o2Lund.n&E credl:it 

to v.i.us.I Ly.VsL il ,size:s o f irm. in dA. uf unlt geogra p)Lhical locatious. 

Procedur:•
 

To obI.in oruwLnW Cost s for fI.arms, dLa on p.pO i 
 Q truSt. 

charges, trivl timu :n:ud tLrivl uxensei produ 'os
,n J . induccd Ay 

delays I .I. l !1proval I.i .! dL i-shu cu.u [, and on n r 2,,:, ,.iL:!a-g, s, and 

Lrlavoid:aI e xpCi.:!.:. ',h):u d oboi: nJad.. ui.;ii' ai sutvuy pCVj dIu . Tf 2 

survey shoudt b" ,.du U. statistict ly selcted l ::ju of large and
 

si I 1arfi. 
 ; wh rrow sulo on:0;il C fo. aLi i.no. TO : :) . s., ahould
 

include ,rI,-.':-A Frof O 
,. ii enffieniiu;, inn ijiK ul.ini; tih, AVG, the '2 3t1mari: 1 

banks, ,::d tlI.e ::( :nd from difirs L .,,r.ogru.,:.j;KuIM LW, ,. L w ta wuld 
be satLsticil .v !1;i<'vod to d,. 'uue tie I jo 'u- imtu s of frm Wv l 

borrowin. cotLs an:1d di. ftlur ;ices by size Ofi loan, Jo 'ucLitu., ;.lind Cr.d t :i.uu:iutuiun. 

Lending cmtoL; coulVd Le docuicunt,:d basdc., n Llihuc r M.'
 

the AF.C, CC., al tho 


i-c:. ,1 , C;uL17du; 

c:ouuutmcurRL l:uns. ')Ihe cu:L:: imcur..! !,v !arc'ny 

Banruk in its *':W P'roga flm CoIp),:i I ;noo caLl i';diL .; o 17 ustn l 'cud inci:o n 
 s.rv i ciul, ' 

commercial Lurmrus would! ho2 p)irci"I.'FI usfu inL'.; Uurin ona "I WI.
 

transacto. si wom . for lo,:.rgc CoLwll.$ cu n 'd :.rii Lu l O riml"II. A r' Co 
'('. 

lenders a'nd/or : j')iu L :),...ct I ii'cla, liiay b.+ Lii- Lh sL m thod to 

obtain this data. 
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Data 	 Requirements:
 

Data requirements to document 
 costs 	of borrowing by an individual farmer 

would include: 

(1) 	 loan size, (2) travel time and disntancej (3) Lravel expenses, (4) interest 

payments, (5) fees irepresenting revenue to tlh lender, (6) documentary and 

collateral expenae, e.g. mortgage fees 	 and insurance premii',s not accruing to 

the 	 lender. (7) length o loan, (8) repayment schedule, (9) delays in loan 

disbursement. 

Datn- requiruments for lnding costs would incldie (1) luan size, 

(2) 	 interest costs on borrowed funds, (3) admini strative pelpnses associated 

with 	 obtaiiiinn bor rowed funLds, (4) administration costs; Li credit a))raisal 

division of the lending institution, (5) admjinis.trative ovurihuads, 

(6) 	 loan default And other cclinquency rates and (7) luao monitoring and 

contract enlorcement costs. 
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APPENDIX A: CALCULrATI "N; BTO) DETE-RMIE iNAN, N QUiR,"I'S AND
 
... _[ .. I. ,__,_,_ : ,AL' NC[fG FOR II, 1981 /82 
 ;'AS0')N 

1. CROf NFI'\.NCIN', NGGI E , 

Requirom-nt-; are ,ilcu ited by Laking Lhe e'stinates of total area
 

planted tnime th, vir.i.abte cost hectare
per for each of LLe crops for which
 

there arc gazettud pr[cc.. The soul rces ica
of tLe -tIIaL.7 teiatare the hecto rage
 

forecasts, of the, -; t 
 iLc[its section oi Lhe P.lanin,g D)iv i sin, MAWt) and thlie cost of 

production hvd us.;t-La o.! the Prodtic i,<ii ,id kI;iict[ ip Suc tio!n r comIe.rcial.
 

farmers and our t ; 
 I:;r for U01LLr i ,a. pe:A. inL i rm -n. 

2. LIV:-STUC':K A" P! , iR:uIPQKIFXATS
 

For the live:s;tok, d poul try itnancin; 
 rcqjiieiest-heg Aniual.Ar icu;tr.
 

StatisticalIHul lenin 
 1981.I.! used providewas to u.i.t:s ,i p"daction for the
 

respective ive 
 uk -t-euot-s. LhCse were muiLipJiud Qv Ll e estiiatoe 

of varioile cosLs pur unit firom budgets l)1-ov.idid Iv th" Production and Hrkcting 

Section, PLmaiiin iv'L. Lo a, A\WD, whe re avni- b1e Lu t;i case of dair'. 

the productLi on cniripnaltIl represonLd by the Statte Fl'r s wass:;uhtriacCted 

because the s-"teaCus of Einan7cin,: are dependent on Lhe g.ove rnine a; a budgetary 

situation nid are I ikelv to he volati l e. This would reprLc acet a "Float" of 

an additional 1. 3L 5,071 of financial requirements if included. 

http:Aniual.Ar
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3. hSTIMATEj "[,;Ax(1 ; .131 Vl>1.-Ni (-l1OS 

a. 

b. 

c. 

d. 

MAIZE 454,000 11i. 

Comm. Farmer,; 80,000 Ila. 
Other 37' , lla. 

SOYBEANS 5,300 11a. 

SUNFI,..01 .- 4 1, i00/W 

Comm. l'@i~crr ",1!€)i1h. 
Other 

GROUNI)NUTS '' ,400/lta. 

@ K404/lzi. 
94/Ia. 

K442.38/lla. 

1<270.86 
@,260/Hi.@ 81.00 

@ K147.40 

K 32,320,000 
35,156,000 

K 67,/476,O00 

i 2,344,614 

K 1,121,360 
3,01,060 

K 4,139,420 

K 3,30, 760 

e. RICE 5,900/H1a, @ K277.00 K 1,495,800 

f. WH.IEAT 3,7 0 0/Ha. @ K713.14 IK 2,638,618 

g. SEED COTTON 23,900 

19,1 2 0/1fa. 

4, 780/ILa. 

@ 

@ 

K249.50 

391.91 

K 

K 

4,770,440 

1,873,330 

K 6,643,770 

h. TOBACCO 

Virginia 

Comm. Farmers 

Other 

1500/fla. 

700/H1a. 

@ 

0 

K1 ,918 

958 

K 3,678,72t 

670,600 

i. BURLEY 700/H1a. @ K600 

K 4,349,324 

K1 420,000 

K /1,769,324 

SUB-TOTAl,: All Crops K<92,60'. ,06 
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LIVESTOCK 

a. 	 Dairy
 

Commercial 7,712,850 litres
 

Ruz-al Dairies 1,076,789 ]itres
 

State Farms 3,196,681 1.itres
 

Total litren; 11,896,320 litres 
 @ .28 K3,356,170
 

State Farm component adjustmunt
 

K3,356,170
 

- 895,071
 

Sub-Total. K2,461,099
 

b. Cattle
 

1,785,000 head listed in Lraditional sector
 

.04 slaughter Factor per annum
 

71 ,400 head siaui:.Ahte red traditionail, caltLe 

Assume thIaL half of 
Lraditional catte move into cmmurcial channcls
 

for slaughter as un;raded i.e. 
:35,700 head and that variable costs are
 

zero per heaO.
 

62,560 	 ungradud cattle
 

- 35,700 

K 26,860 
 ungrad 2d from comierc :ia. farms. 

These ung raded reprsent the gras :led caLtle wlhich arc not fed in feed

lot. 

Grass fod 6,860 , K250 K 6,715,000
 

Feedlot 37,492 @ K324 
 K 12, 147,408
 

Z 18,862,408
 

Sub-Total 
 K 18,862,408
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c. Pigs 

37,748 head 

Sub-total 

slaugntered 

K 3,774,800 

at var. cost KI00 per 

d. Poultry 

Eggs 

Day 

Meat 

- 1.12,700,000 egg (J 6 N/egg 

- old chieks 1.0, 784,000 IION/chick 

- 12, 75,000 K, K ..50/Kg 

Sub-tota1. 

e. Total livestock requirenentS 

SHORTI-T"RIM TON,1AGLCULTUE 1981/82 

a. CommcrcLii 1'B~t.i; 1K44,750,000 

b. Agricil tural IF-friance Co. 35,988,000 

C. (orcv Cr. cU L ul,lu , 593, 00 

d. Total K 82,331,000 

1981/82 I.NTE.NA, FI NANC IN; 

TotaL_ R qiii r-munLs 

- Short-LticI Lending. 

t1.14/1,373,0.1'3 

- 82,331,000 

K 62,042,013 

head. 

K 6,762,000 

7, ,400 

18,625,000
 

K 26,4o5,400 

K 1[,563,707 
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APPNDI B:LIST1 OF INSTITUTIONS AND AGENCI ES CONSULTED 

A. PR[VATE SECT'R 

1. Barclays BInk of Zamb:ia LiimiLted 

2. Standard BLnk of Zamlbi:a Limitud 

3. ConumercLai F;ar!mursi Bureall 

4. Central. Pr-ovinc e Cocpe rat.ive Marketilng Union 

5. Famil-y Firim:s 1.[m tcud 

B. PUBLIC SEC'm 

1. Bank oF Z:nbLia ( s;a rch DepartLmenL) 

2. Development Lank o f Zambiau 

3. Zambia .Agric:ulturalI I)ve.lopmtcII Bank 

4. Zambia ,aL inal Coi:mmerc i Bank 

5. Agricultur,ma l (Xinnipc Leda ICioma (lead O)ifice, P'rovincia] Office, 
and Di Lrt-it.. Offic.) 

6. Zambia (opaO',[V\ FederationLFiiancial ;rvices imiLud 

7. Natiomal Agri.u tuiral Marketing Board 

8. Milistry. of A riculture ani Water l)cvelopmenL - Purm eint Secrutary 

- Budget livision 

- Pl an in g;Dlv.i;i in 
- Dept. of Marketi., and Coupe r:L ivus 

- Cent ra l Province Ag ricu.Ltura i oflicu 

9. Rural lJcvc1oImun Courporationt 

C. iNTERNxl'INAL AND)I oR!: . 5,, A ENC ES 

1. World Bank 

2. USAID 

1). OTIER
 

The team a]lso interviewed a few commercial and small farmers near 

Lusaka and in ,ac;o'.. 
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