
CONSULTATIVE GROUP FOR ZAMBIA
 

ISL DECEMBER 

CHAIRMAN'S REPORT OF PROCEEDINGS
 

Background
 

1. An interim meetiag of 
the Consultative Group for Zambia was 
held
at the World Bank European Office in Paris on December 17, 1935 under the
Chairmanship of Mr. Jochen Kraske, Director, Country Programs I, Eastern
and Southern Africn Region, World Bank, Representativs of Canada,Finland, France, Germany, Ireland, Italy, Japan, The Netherlands, Noray,
Sweden, Switzerland, the United Kingdom and th, Uuited States attended themeeting. Also present were representatives of t'he-I-frican Development

Bank, the Europen Communities, the European Invstment 
 Bank, the
Internetional Monetary Fund, OPEC0m.o Fund for Development, the Saudi Fundfor Development and the United Nations Develojment Programme. TheDevalopment Assistance Committee o! the Organization of Economic
 
Cooperation and Devolopment was represented aj observer. The Zambian
Dslegation was led by the Ho.aorable L.J. Mwananshiku, Minister of Finance
and the National Commission for Develop-aent Planning. The full list of
 
delegates is given in Annex I.
 

2. The following document -as distributed for the meeting:
 

World Bank 
 Interim Report to the Consultative Group for Zambia
 
on 
the Economic Recovery Progvam (December 5, 1985).
 

Opening Statement by theChairman
 

3. In his opening statement (Annex II), Lhe Chairman reviewed the
 progress Zambia had made since the June 1985 meeting of 
the Group,
focus.ng particularly on the Government's reform effort. 
 These refurms,
which include a market-determined-exchange rate system, dismantling of
quantitative restrictions on foreign trade, decontrol of interest ratescompetitive pri.cing by public enterprises, should lead to 

and 
a more efficiant


pattern of production and a more diversified productive structure, heajid. 
 Adoption of the auction system for determining the exchange rate and
the opening of the trade regime, he noted, will force existing firms tobecome more efficient and will encourage new investment in areas of longer
term comparative advantage. 
 The Chairman also reviewed the wide range of
incentives introducee' to eucourage production in key areas of thr economy.

Included in these are the foreign exchange retention scheme, tax
concessions for priority sectors, and increases in producer prices, allwhich cumplement and support the reform measures 

of 
being taken by theGovernment. 
Various sector reforms and steps taken to increase the public
sectors capacity to monitor the ref brm program and take corrective actionwere remarked on favorably by the Chairman. Especially noteworthy among

the latter, he said, are the efforts to forecast and budget foreign 
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exchange, the advances made in planning and budgeting the public finances
and the project monitoring system pr'sently 
 ling established.
 

4. 
 There is growing evidence, according to the Chairman, that the
reform program is showing results and that the diversification of economic
activities is beginning to 
take place. Agricultural production has

increased significantly and there is evidence of 
increased plantings;
exports of both agricultural and manufactured goods 
are growing. These
 
responses auger well for the future development cf Zambia, he said.
However, we must all be aware, he cuationed, that reform hasthe program
very painful and socially stressful consequences, and that for it to be
sustained and the recovery to succeed, further 
concrete improvements in the

economic cirucmstances of the councry must occur.
 

5. In setting the stage for 
the Group's discussion, the Chairman
noted that the recovery scenario was 
essentially the same as 
had been

presented to 
the Group at the last meeting, with one very worrisome aspect,
a further decline in the production of copper. This was due to 
the foreign
exchange constraint, 
he said, which must be corrected by mare generous
allocations to he mining company evan at the expense of oLher vital

imports. He went on 
to highlight the importance of the availability of
foreign exchange to the recovery effort, saying that without a minimum

supply of imported inputs 
the resuscitation and diversification of the
economy cannot take place. 
 He enjoined the Grcup to 
look specifically at
the possiblity of providing assistance in a form that would allow the
authorities sufficient liquidity early in the year when heavy

non-reschedulable debt service payments were required. He ended hisremarks by noting that substantial progress had been made in working out astabilization program with the IMF, noting that the recovery scenariopresented to the Group assumes an IMF program and full Paris and London
 
Club reschedulings.
 

Statement b 
the Zambian Delegation
 

6. 
 The Honorable Luke l'ananshiku, Minister of Finance, in his
statement 
(Annex III) reviewed briefly for 
the Group the problems Zambia
has been facing, the measures that the Government has taken thus far, what
remains to 
be done and the level of assistance requested 
from the Group.

He noted that 
the past year had been a difficult one for Zambia with copper
production declining and no improvement occur,'ng in the price of copper.Consequently, imports have been further compressed, arrears 
have remained
high and 
the ecuvaomy has continued 
to operate far below capacity. The most
urgent problem requiring the Group's support, he said, 
was that of
restoring external 
payments viability. 
He outlined the measures taken
recently to 
deal with these problems, focusing especially on the foreign
exchange auction and other trade liberalization measures, the decontrol of
interest rates and the tariff and other 
measures introduced as part of the
industrial sector reform program. 
Had it not 
been for the increased costs
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associated with the auction, he said, the subsidy on maize would have been 
completely eliminated by the end of the year. To stabilize copper
production, the Government had agreed 
to a minimum allocation of foreign

exchange to ZCCM. 
This would support a comprehensive production and
 
investment program prepared by the Company that 
was designed to raise
 
productivity and lower costs 
ii.that critical industry.
 

7. While significant further advances had been made on 
the reform
 
program, according to the Minister, much remained 
to be done, particularly

at the sector level. Further adjustments to tariffs are required and a new
 
Industrial Development Act must be introduced. Agricultural marketing,

especially the marketing of maize, must 
be improved and the administration
 
of credit to the sector needs to be improved. Additional work is needed to
strengthen the efficiency and productivity of the public sector entities,
 
he said.
 

8. Minister Mwananshiku went on to 
say that the reforms had had a
 
severe impact on living standards of all Zambians and had strained the
 
social fabric of the country. If these reforms are to succeed and the

reform process to be sustained, it is necessary that 
their benefits be seen
 
quickly. Consequently, greater attention needs to 
be directed towards the

supply side, he said, which will require exceptional assistance by way of
 
balance of payments support from the donor community. He reviewed for the

Group the level of assistance required and the way the assistance might be
 
provided. 
 He noted that good progress had been made in discussions with

the IMF and that ways were being sought to bridge the arrears to the Fund. 
Fund support, as well as comprehensive debt rescheduling, was 
required if 
the country were to remain financially viable. But even with these
 
programs in place, he said, 
there remains a gap of $120 million in 1986

which would need to be filled and for which further assistance from the
 
Group was requested.
 

Statement by the IMF
 

9. In his statement (Annex IV), 
Mr. Paul Acquah briefly reviewed the
 
recent measures taken by the Government to reverse the deteriorating

economic situation. 
He noted that the foreign exchange auction had been

working smoothly and that, importantly, the pass-through to domestic prices

of the currency depreciation had been swift and substantial. 
 He affirmed
 
that to 
date the auction system had been relatively free of administrative
 
intervention and was gaining increased confidence of 
the business and
 
financial communities. Industrial inputs accounted for a large proportion

of the items financed under the auction thus far, he informed the Group,

noting that agricultural inputs, while rising steadily, constituted only 
a
 
small proportion of the total. He then discussed briefly the auxiliary

measures 
that had been adopted along with the auction, emphasizing the
 
importance of the "package" of Lo
measures the stabilization and recovery
 
program.
 

10. Mr. Acquah informed the Group that the Zambian authorities had
 
agreed with the Fund Staff on 
a broad macroeconomic framework over the

period 1986-87, including, a tight fiscal policy designed to 
limit public
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expenditures to acceptable levels and to 
reorient spending priorities. He
 gave the Group the IMFs assessment of Zambia's balance 
of payments

prospects, noting that 
the country faced a serious financial gap even
assuming substantially suppressed import 
levels and full debt

rescheduling. He thatsaid while Fund resources likely to be available toZambia would cover part of 
this gap, substantial continuous donor support
will be required over an extended period. He informed the Group that theFund was precluded from entering into new arrangements with members in
 arrears and thus the existing arrears 
 would need to be settled beforeZambia's request for a standby could be presented to the Fund's Executive 
Directors.
 

Discussion
 

11. The members of 
the Group strongly commended the Government for
the economic measures adopted since the June 1985 Consultative Group
meeting. Singled out particularly in this regard was 
the introduction of
the foreign exchange auction and the other measures 
taken to liberalize the
trade and payments system. 
Improving the system for allocating foreign
exchange was 
stressed at each of the previous two meetings as the key
policy variable yet to be addressed and, while there was 
some concern
expressed about its equity and effects on domestic price levels, the

meeting strongly endorsed introduction of the auction system. 
 Several
members cautioned that these measures alone would not be sufficient to
stabilize the economy and bring about renewed growth, emphasizing the
importance of complementary monetary and fiscal policies. 
 In addition,
several wembern noted the importance of maintaining a steady but adequate
supply of resources 
to the auction in order that undue fluctuations in the
exchange rate might be avoided. 
The need for careful foreicrn exchange
forecasting and budgeting was stressed repeatedly by the members, many of
whom remarked on 
the importance of effective foreign exchange management.
 

12. The members agreed with the assessment of Zambia's economic and
financial situation presented to the meeting and with the need for
quick-disbursing non-project assistance. 
Recognizing that the further
decline in copper production had made the financial situation even more
difficult, the meeting strongly supported the increased allocation of
foreign exchange to 
the mining company (ZCCM) and encouraged the Company to
get on with implementing the recently formulated production and investment
plan. It was the consensus 
of the meeting that stronger control needed to
be exercised over public sector expenditures and the Zambian authorities
 were urged to prepare without delay a public expenditure program. 
The
discussion on this matter centered around the requirement that only high
productivity investments be undertaken to make most effective use of 
scarce
 resources. 
Several members cautioned the Group about themselves pushing
pet projects that might not be of highest priority given the economic

circumstances of the country. 
Also, it was agreed that it is time for the
private sector to play a much greater role in the economy and that
incentives should be designed to encourage this, 
as is being done under thenew investment code. A number of 'speakers commented favorably on the
effort underway to rationalize on-going public enterprises.
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13. The subject of aid coordination received a lot of attention from
 
the members. It was agreed that the local aid coordination mechanism (the

Joint Monitoring Committee) had not been working very smoothly. 
Several
 
reasons were given for this; lack of information on projects and programs,

overburdened staff, lack of clear definition of goals, etc. 
Several
 
members expressed the view that better coordination of aid should be given

much higher priority by the Government. It was the general consensus that,

while the main responsibility for local aid coordination lay with the
 
Government, the World Bank through its Resident Office in Lusaka should
 
play a stronger role in this regard as well. 
 In addition, there was a
 
general agreement that the UNDP should play a larger role in local aid
 
coordination.
 

14. Several of the Group spoke favorably of recent developments in
 
the agricultural sector, but there was concern expressed about the
 
prospects for marketing this years' maize crop. 
 The need to sort out the
 
respective roles of the institutions marketing maize was highlighted and

questions were raised as to the future role of NAMBOARD and private traders
 
in the marketing of maize. The Government was urged to implement changes

in the current systems without further delay. Also, some members urged the
 
Zambian authorities to initiate improvements in research and extension to
 
smallholders to assist those being forced back to the land by the
 
deteriorating economic situation.
 

15. The question of the arrears to the IMF and Zambia's heavy debt
 
service obligations were discussed in some detail. 
The arrears problem was
 
recognized as of critical importance to Zambia's financial viability, but a

problem that the members of the Consultative Group were ill-equipped to
 
handle since the purpose of the Group is to provide long-term development

assistance and not balance of payments support. 
Most of the members noted
 
that they had little flexibility in providing cash resources, particularly

if those resources were going to pay off arrears to other creditors.
 
Nevertheless, the Group agreed that the arrears and debt service
 
obligations must ba paid if the country's financial situation were to
 
remain healthy. Consequently, it was the consensus that the Grbup should
 
seek ways to make resources available on a cash basis or in a manner that

would free-up some of the country's own resources that tould then be used
 
to settle the arrears. In addition, some members cal 
 d on the Group for
 
greater flexibility on the matter of debt reschedulir.. The Group agreed

that the reform program being implemented by the Government merited the
 
strong support of the donor community.
 

Statement on External Capital Requirements
 

16. In his statement (Annex,V) on Zambia's external capital

requirements, Mr. Harold Messenger reviewed for the Group the estimates of

Zambia's external resource needs, particularly for 1986, and the nature of
 
the cash flow problem in early 1986. 1e also summarized the support for
 
Zambia expected from the World Bank during the coming year. 
He noted that
 
the recovery program had essentially lost a year due to the further drop in
 
export proceeds in 1985 and the inadequacy of capital inflows that year.

.clreover, he stated, the lack of an IMF program and no debt rescheduling
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meant a further accumulation of arrears. This has placed Zambia's
 
refoum and restructuring program in jeopardy, ,,e said.
 

17. 1986, he noted, would be characterized by lower exports and
 
imports than originally expected, higher service payments on existing debt
 
(including arrears) and, therefore, much larger external capital
 
requirements. Attaining the previously forecast level of disbursements
 
($420 million) requi:ed during 1986 from existing and new loans and grants
 
would be a major challenge itself to the donors, he remarked, but
 
unfortunately iuld not be sufficient to fully support Zambia's policy
 
reforms and restructuring program. An additional US$120 million in capital
 
disbursemeaits will be required in 1986, part of which is expected to be
 
provided by the World Bank. He encouraged the members to seek ways of
 
"creasing their flows to Zambia to fill. the remainlg gap.
 

18. Mr. Messenger also disucssed the cash flow problem in 1986,
 
including the matter of the IMF arrears. He asked the members to consider
 
how they may be able to assist with this problem. He informed the Group
 
that the World Bank was seeking ways to accelerate disbursements on the
 
Agricultural Rehabilitation and Inlustrtal Reorientation credits to help
 
resolve this cash flow problem. He followed with a brief review of the
 
Bank's program for 1986, emphasizing the quick-disbursing assistance being
 
made available from the Special African Facility. Equally as important as
 
this quick-disburs ng assistance, he told the Group, was the need for
 
longer term development assistance to help restructure the economy. The
 
donors have a critical role to play in supporting this restructuring as
 
well, he said.
 

Discussion
 

19. The members responded favorably to the Government's request for
 
increased assistance. There was agreement on the amount of assistance
 
required and on the urgent requirement for quick-disbursing support. It
 
was agreed that the policy and institutional reforms underway would only be
 
effective if supported by sufficient capital inflo,s to maintain a minimum
 
level of imports. The importance of making maximum effective use of the
 
external capital flows was stressed by several members, who called on the
 
Government to improve investment programming as soon as possible. While
 
the need for assistance was recognized and accepted by the Group, it was
 
clear that the Group's ability to respond to this need was quite limited.
 

20. In the discussions of their aid programs, the members of the
 
Group indicated a significant increase in their proposed aid commitments to
 
Zambia and it appears as if the targets presented to the Group will be
 
reached. There were, in addition, some indication of cash support and an
 
increase in the proportion of commitmeats representing quick-disbursing
 
aid. Assuming these commitments were realized, both the cash flow problem
 
as well as the overall finantcial gap-for 1986 would be satisfied. Several
 
members noted that they had converted their programs to a grant basis and
 
others called for maximum debt relief within a multi-year framework. Some
 
members indicated their willingness to consider debt forgiveness.
 



Other Business
 

21. The 
text of the press release (Annex VI) to be issued by the
 
World Bank was approved by the Group.
 

Closing Statement by the Zambian Delegation
 

22. 
 Minister Mwananshiku in his closing statement (Annex VII) thanked
the members for their support to Zambia's reform program and reiterated his
 
Government's steadfast commitment to the reform and recovery effort. 
 He
again emphasized the need for cash assistance to solve the cashflow problem
In early 1986 and urged the members to seek ways of assisting Zambia with
this problem. He noted that his country still had a long way to go in
surmounting the present crisis, but that the people and their Government
were prepared to accept the sacrifices required to do 
so. With the strong
suport of the international community, he said, the crisis would be
surmounted and Zambia would once again resume the path towards sustained
growth and development. The Minister assured the Group that aid
coordination at 
the local level would receive greater attention in 1986
 
than It had in the recent past.
 

Closing Business
 

23. 
 In his closing statement (Annex VIII), the Chairman said that
mobilization of the additional $120 million required to support Zambia's
efforts and resolution of the short-term liquidity problem were absolutely
essential to further progress of the Government's program. 
Additional
sup7iort by the international community is fully warranted and justified by
the Government's artions, he noted. 
 The measures taken rccently leave no
doubt of the Government's commitment to the program and the news that
agreement has essentially be reached with the IF 
on a macroeconomic policy
framework for 1986-87 has reinforced our confidence in this regard. 
 The
Chairman warned that the road ahead would be difficult and that the
Government would be severely tried as 
it carries forward its programs.
 

24. There were several areas where the members had indicated
 
concern, the Chairman recalled. 
 The need to establish clear investment
priorities was one and the need for better aid coordination another.
noted that progress was being made in both of these 

He
 
areas and that the
Government was 
fully committed to their resolution. He said that he
expected that we would be seeing improvements in the institutional
framework in the agricultural sector in the near future, another issue of
concern expressed by the members. 
 In addition, he expected, he said, that
Improvements would be 
forthcoming soon 
In parastatal efficiency and in the
efficiency of the private sector due to 
the emphasis being given to
non-intervention in the affairs of the parastatals and competition and free


play of market forces in the private sohere.
 

25. 
 The Chairman commended the Group for its forthright approach to
Zambia's problems and expressed his pleasure in reporting that a solution
to the short-term liquidity problem appeared to be within grasp. 
He stated
that no further delay was expected in the Fund program and echoed the
members' desire for the most generous debt rescheduling. He
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noted that the overall financing gap for 1986 appeared to be in reach, but
 
cautioned that this was not the end of the matter. 
Each of us, he said,
 
must work to see that these indications of support are translated into
 
concrete commitments and disbursements. He thanked the members for their
 
active and positive participation in the meeting.
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SPECIAL MEETING OF THE CONSULTATIVE GROUP FOR ZAMBIA 

Paris, Tuesday, December 17, 1985 

0Senina Statement of the World Bank
 

Ladies and Gentlemen,
 

I am pleased to telcome you to this interim meeting of the 

Consultative Group for Zambia. I am grateful that you could all come at 

short notice. This, I believe, is a sign of our concezii about Zambia and 

our determination to support the Government in its efforts to cope with the 

very serious situation the country faces.
 

I am sure I speak for all of you when I extend a warm welcome to 

our Zambian friends, in particular to the Honorable Minister of Finance, 

Luke Mwanansniku. Mr. Minister, it im a pleasure to see you again. We 

look forward to hearing, in the course of the day, your view of the current 

iituation of your country, the prospects for improvement and how
 

development assistance might be most helpful in the current circumstances.
 

At the conclusion of our 
last meeting in June, I suggested that
 

we would want to 
have another meeting fairly soon to review progress. 

Several aspects essential to the effectiveness of the recovery program then 
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remained to be firmed up. Page 2 of 9First, Mr. Minister, you had intimated at 
that
 
meting that the Government was about to take further important reform 
decisions which would have profound consequences for the effectiveness with
 
which resources would be allocated and utilized. 
Second, it
was recognized 
at that time that IMFan Stand-by arrangement would be essential to 
ensuring the financial support we all thought was necessary if the level of
 

imports required by the recovery process were to be attained. Quite apart 
from the need to restore financial and monetary stability, access to Fund
 
resources was and remains a critical element in the financing plan, and an 
IMF program is also a prerequisite to 
further debt relief extended by the
 
Paris Club and by commercial banks. 
 I think we all wanted to be reassured 
that progress on these two fronts was being made, since this was 
clearly
 
critical to the effectiveness of our own assistance. 
We also felt that we
 
wanted to understand in greater detail the apecific measures and procedural
 
arrangements that the Governmer. was going to follow, in particular in the 
implementation of the foreign exchange auction system, and, of course, the
 
likely impact 
 of these measures. I be2ieva this is the proper time to
 
review the status of 
 these matters. It is also a critical moment for all
 
of us to consider once again what 
 external assistance is needed in the 
coming year to support the Government's reform and rehabilitation efforts.
 

We have prepared a brief report on the state of the economy and 
the progress of the reform program for you. I must apologize that this
 
statement reached you only in the course of last week. 
It was not possible 
to make it available earlier because we had to await the outcome of the 
most recent IMF mission. However, we felt that we should have this meeting 
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at the earliest possible time and, in any event, before the IMF program was 

finalized. 

I hope that the brevity of our report compensates in some degree 

for its tardine:js. 

Since we last met, the Government has moved ahead with important 

and far-reaching reforms that will result in a significant liberalization 

of the economy and greatly increase the economy's reliance on market 

signals to mobilize and allocate resources. The main components of this 

reform program are a market-determined foreign exchange rate, a dismantling 

of quantitative restrictions oa foreign trade, decontrol of interest rates,
 

adoption of 
a pricing policy for public enterprises that not only permits
 

cost recovery, 
 but requires financial self-sufficiency in a more
 

competitive environment, and a more market-oriented monetary policy. 
 We
 

believe that these measures will, 
over time, lead to a shift in the pattern
 

of production to one 
which is more efficient; that is, one which better
 

reflects domestic resource availabilities and international market 
forces.
 

This will result in a more diversified productive structure; 
one that will
 

support sustained growth of income and 
employment and, over the 
longer
 

term, lead to a more equitable distribution of income.
 

The key measure instituted recently 
has been the adoption of a
 

weekly L ction to determine the exchange 
rate. The auction has been in
 

place for ten weeks now, and is working smoothly and effectively. it is
 

generally perceived by the 
business community to be a more efficient and
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fairer mechanism for rationing foreign exchange than the previous system of
 
administrative allocation. 
 Adoption of the auction system has resulted in
 
a substantial reduction in the overvaluation of the Kwacha, as the exchange
 
rate has moved from about 2.2 
to the US dollar to about 6. 
The change in
 
the exchange rate h&s been complemented by an opening of the trade regime,
 
the decontrol 
of interest rates, and adoption of economic pricing policies
 
by public enterprises. 
 This will 
permit prices throughout the economy to
 
adjust freely and rapidly to changes in the exchange rate. Together, these
 
policies will 
force existing firms to 
become more efficient and encourage
 

nw 
investment in areas of longer-term comparative advantage.
 

In addition 
to these fundamental changes in economic policies,
 
the Government 
has introduced 
a wide 
range of incentives aimed at
 
encouraging production 
in key areas of the economy. This 
includes a
 
foreign exchange retention scheme and a 
concessional 
 tax rate for
 
non-traditional exports, increases in agricultural producer prices to bring
 

them into line with world price relationships, concessional 
tax rates for
 
agriculture, 
and, perhaps most importantly, 
the provision of sufficient
 
foreign exchange to the mining industry to enable it to reverse the decline
 

in produ..ion that has occurred during tne past two years. 
 These measures
 
will soon be augmented by promulgation of 
a new Investment Act 
that will
 

provide a straightforward, 
evenhanded 
set of guidelines for foreign 
and
 
domestic investment. 
 The new Investment 
Act will 
provide additional
 

incentives 
for the establishment or 
expansion of non-traditional 
export
 
industries 
and for businesses that use 
a high proportion 
of local
 

materials, or are located in rural 
areas.
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Sector reforms in mining, agriculture and industry have also made
 

considerable progress since our meeting in June. 
 Of particular importance
 

is the action plan for a rationalization of the mining industry, developed
 

by ZCCM, the implementation of which is now getting way. Inunder 


addition, there are reform programs under way for practically all the other
 

important institutions, including INDECO NAMBOARD, for
and and key
 

enterprises such as NCZ, Maamba Celheries, Tazama pipeline, Indeni
 

Refinery, and the railways. The Government has taken impressive strides in
 

recant months in inviting private capital and management exp*rtise to 

assist in the restructuring and rehabilitation of key food processing 

industries. It must now continue its reform program with more detailed
 

measures focussed 
at the sector level. In particular, it has yet to 

complete a fundamental reform of the agricultural marketing system. It is 

particularly important that Government follow through on its commutment to 

open up trade in maize and fertilizer to the private sector. Improvements 

in the efficiency of specialized marketing agencies and in the efficiency 

of the agricultural research and extension service are also required if the 

smallholder sector is to attain its full potential. 

Success of the Government's recovery program will require a 

continued improvement in its capacity for policy implementation,
 

specifically in its ability to monitor key aspects of economic performance 

and to take corrective action as required. 
 In tnis regard, three important 

steps were taken in 1985. First, in conjunction with the introduction of 

the foreign exqhange auction, the Government has drawn up a foreign 

exchange budget. This is an essential tool to ensure appropriate levels of
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foreign exchange are made 
available 
for the auction and 
for non-auction
 
allocations. 
 Second, the 
Government has adopted a new annual planning
 
system 
 that provides qualitative 
 guidance 
 to each ministry 
on the
 
priorities 
to be followed in 
drawing their 
budget requests. This should
 
lead 
to a better 
use of limited 
budget resources. Third, a system for
 
project monitoring has 
been developed and is being installed. 
 This will
 
allow integration of the current and planned investment program and will
 
provide the basis for reports to the Joint Monitoring Conmittee in Lusaka.
 
Adoption of these systems has greatly enhanced the Government's capacity 

for economic management.
 

There is 
growing evidence that the Government's reform program is
 
showing results 
 and that a diversilfication 
 of economic activity 
 is
 
beginning 
to take place. Farmers 
are responding to 
the higher producer
 
prices. Agricultural production had already grown significantjy by June 
and there 
is now evidence of 
increased plantings. 
 This augurs well for
 
continued growth in agricultural output. 
Zambia was almost self-sufficient
 
in maize production this year and 
 there 
 is reason 
 to expect that
 
silf-sufficiency will be attained in the coming year. 
There are also signs
 
ofgrowing exports 
 of both agricultural 
 and manufactured 
products in
 
response 
 to improved incentives, 
 Particularly 
 the foreign exchange
 
retention benefits. It is still too early to say how quickly and how 
strongly the liberalization of 
foreign exchange controls and the adjustment
 
in the exchange rate 
are going to 
stimulate export activities. However,
 
judging by the positive response so far, it 
is reasonable 
to expect that
 
export levels of agricultural and manufactured 
products should increase
 

fairly significantly over the medium term.
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We must be aware of the fact that the reform measures introduced
 

by the Government have extremely painful and 
 socially stressful
 

consequences. Per capita income of 
 Zambia's citizens has declined and is
 

continuing to decline. 
The focus of resources on rehabilitation activities
 

and the diversification of the economic structure both imply that, against
 

the background of declining per 
capita incomes, sicnificant shifts in
 

incomes among groups if people, in particular between the urban and rural 

populations. The patience and determination of the Zambian people in 

enduring the sacrifices required by the reform process has 
 been
 

impressive. 
But for the reform process to be sustained and the recovery to 

succeed, it is obviously important that there be early and concrete 

evidenc, of improvements in the economic circumstancem of the country. 

The balance-of-payments scenario which we present in the dwoVment
 

before you today is not substantially different from the 
one we presented
 

in June. There is one worrying aspect though, that I must bring to your
 

attention, and this is fact
the that copper production has not only not
 

recovered, but has, in fact, further 
declined. This is largely a
 

reflection of the pervasive foreign 
exchange constraint which affects 

production levels and capacity utilization throughout the Zambian economy, 

and which has had a particularly serious impact on the operations of ZCCM. 

The reversal of this is important, requiring more generous foreign exchange 

allocations even at the &xpense, at least in the near-term, of funding of
 

other vital imports.
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I don't nead to emphasize to you that the availability of foreign
 

exchange resources is of parwmount importance to the success of the 

recovery program. Without a minimum supply of raw materials, spare parts 

and investment goods, tho resuscitation and diversification of production 

will not take place. 
 It is also obvious that the more assistance Zambia 

receives, the faster rehabilitation and recovery can proceed. In addition, 

the degree of belt-tightening and hence the political feasibility of the 

reform effort will depend on the assistance and external support that is 

available to Zambia in the coming months and years. We must keep this in
 

mind when we consider how we might be able to support those efforts.
 

We shall discuss the scenario for recovery and the projected
 

balance of payments that we 
have outlined in the short paper circulated to
 

you in our statement in external aid requirements later today. I want to
 

emphasize at this point that this scenario assumes 
that support by the IMF
 

and by the Paris and London Clubs will complement the development
 

assistance expected to be provided by this group. We have taken into
 

account aid indications given around this table last June to extent
the 


they appeared to be firm and specific. There is evidence that commitments
 

by bilateral and multilateral official development assistance in 
quick
 

disbursing form have started to increase. is
This good and this must
 

continue. If that were to happen, I am confident that the residual gap
 

which you see in our balance of payment table would be closed.
 

I am pleased to say that progress has been made in working out a
 

stabilization program with the International Monetary Fund. 
I am sure that
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the IMF Delegate here today will report to you on the detailed features or 

this program and the prospects for regaining fiscal and monetary 

equilibrium. It is important, though, to note that formal negotiation of 

this program and the IMF Board, awaitits presentation mumt settlement of 

Zambia's arrears to the IMF. In contemplating what support we all may be 

able to extend to Zambia in the course of the next 12 months or so, we want 

to look specifically at the possibiity of providing assistance in a form
 

that would enable the Government to have sufficient liquid foreign exchange
 

early in the year when it will be needed to settle its arrears to the IMF.
 

I propose that in our discussions, we focus in the first instance 

on the most recent economic developments in Zambia and the reform measures 

introduced by the Government. We will now hear from the leader of the 

Zambian Delegation, the Honorable Luke Mwananshiku. We will then have a 

statement by Mr. Paul Acquah representing the IMF. We will break for
 

coffee, after which there will be opportunity for comments and questions. 

This should take us up to lunchtime. We are preparing a luncheon 
for 

everyone here in the Bank premises to which you are all cordially invited. 

I hope that following the luncheon, we will be able to enter into the 

discussion of external resource requirements. This will be introduced by a 

st3tement by Mr. Harold Messenger of the Bank Delegation. Following this 

statement, we would hope to get indications of your plans for assistance to 

Zambia in the coming year. I expect that we will conclude the meeting this
 

evening. 
 Unless there are any questions on the organization of the
 

meeting, I would now ask Minister Mwananshiku to make his statement.
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ADDRESS BY RON. L.J. ANjjHIxIU, H.P.,
INISTER OF FIANCE AND NA.TO1AL CONIS8ION 

'1 DVLOPIM" PAIA)r. 2o ThE COmNSLTAIV 
GROUP )3STI1 FOR ZAMBIA 

PARIS, DECEMBER 17, 1985 

Mc. Chairman, 
Distinguished Delegates, 
Your xcellencies, 
Ladies and Gentlemen, 

Thi is the eecorA time in a year that we are meeting to consider
 

Zanbia'r foreign auista.mce needs. Allow me, therefore, to Join others in
 

velcmaing Your Excelleacies and diatinguisbed reprubentatives to this meeting. 

In doing so, let me also take this opp rrunfty on behalf of my country to thank 

you all for the support that pow countries have continued to extend to Zambia 

for all these yewrs. ** Chairman, allow alsoas to express my appreciation to 

our hosts, France and to th,, city of ?arLi for the hospitality extended to us
 

during these meetings.
 

Me. Chairman, when va last mnt in June, I outlined on behalf of the 

Government of Zambia a compreheneive proram of reforu aimed at addressing 

the severe economic problem that have continued to face my country in recent 

years. As we meet again today, let m up-date you on the problems we have 

continued facing, the measures we have taken so far, vhat remains to be done 

and the level of the aesisteance we request of this meeting covering basically 

the year 1986. 

The yea 19P.- ba been extremely difficul*. for us. Copper production which 

stood at 525,000 tonnes in 1984 has declined further and this year is not 

expected to exceed 475,000 tonnes. Thare has also been no improvement in the 

prices of copper. The consequent fall in income has resulted not only in 

fmit.her compresion of imports but also in owr inability .met allto our 

..... /2
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obligations to our creditors. Commercial paymentsarrears have also remained
 

much higher than we would have liked to for this year
see . With imports
 

still 
so low, most of our companies edpeoially in the industrial sector
 

are working at well below capacity and this has resulted in low levels
 

of production and high inflation as demand continues to be in excess of
 

supply.
 

Our reform programme has beet intended to deal with 
some of these
 

problems. Specifically, it has been aimed at:
 

- achieving a viable balance of payments position;
 

- streagtkeaing production oriented incentives;
 

- promoting efficiency in the mobiliL5ttion and allocation
 

of domestic savings and external assistance;
 

-
 removing impediments L growth and the diversification
 

of the productive baie.
 

The restoration of external paymunt viability poses the greatest challenge
 

and it is in this area that we require your urgent support 
and in a farm
 

which facilitates quick disbursement.
 

But let me now turn to the measures we have recently taken. Firstly,
 

it kad become clear to us that the existing system of:
 

- fixing the exchange rate of our currency, 

- allocating foreign exckange and 

- controlling imports, 

was a serious impedineux to our economic recovery process and needed to be 

changed. AccordiAgly, on October 4, 19d5 my Government decided to introduce 

foreign oxhange auction as the answer to th, hitherto unsatisfactory method
 

of fixing the ratq and allocating foreign exchange. TLin change was
 

accompanied by appropriate reforms in the field of import control. 
 Full 

liberalization has been applied to. this area as well.
 

Secondly, we have made important changes in the field of monetary
 

S.... /3
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policy. From Iepteber 2, 1985 we Introduced an auction of treasury bille 

which has resulted in a rapid increase In treasury bill rates from 9.5 per 

ceAt to nearly 30 per coat recently. Through this siuction we are now able to
 

control money supply and liquidity in the economy. At the same time, we have
 

decontrolled all the other interest rates and 
 this has created an evviroament 

that Is capable of providing incentives for saving and creating a more realistic 

cost of credit.
 

At the soctoral level, we have for the Industrial sector eliminated all 

Import prohibitiomfor protective pwrposes, reduced maxiasm tar..ifs from 150
 

per cent 
 ta 100 per ceant and Indeco has established an economic evaluation unit
 

which hae aL-eady completed studies of its current invee~nt programe 
 in
 

Industry. Laias-ation 
 to establish an Export Promotion Board has already been 

approved by Par liamat. 

Only a f e actions remain to be taken to complete the reform of this sector.
 

These include:
 

- the establiehment of a minimam tariff of 10 per cant on all but a 

few item; 

- the establishment of a Tariff Gomuission; 

- the enactment of a now Industrial Development Act.
 

I should mention that all these measures are very well advanced and will be 

completed soon. 

In the agricultural sector, we began by coamletely abolishing the subsidy 

on maize. If it were not for the increased costs ganarated by the auction 

system, no eubstiy would have become necessary from the last quarter of this 

year. After the introduction of the auction system; we increased the price of 

&size from X28.32 for 90 kg b4g to 155,an increase of 94 per cent. All other 

crops have now only floor prices. With t se measures, only two broad issues 

remain to be addressed in this sector in 1986. The first has to do with 

....... /4
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aiculwal marketing and especially the marketing of maize. It is our intention 

to deal with this problem early in the now year so that by the time we come 

to the next marketing seasou around Xay/June we shall already have a new system 

in place. Closely related to the problem of marketing is th, need to provide 

adequate storage space in order to prevent the trucking of maize over long 

distances. hatever assistance donors can give us to do this will be greatly 

appreciated. 

The second major problen in the agricultural sector concern credit 

administratlon. As is we are in ofthe meting aware the process marging 

the Aricultural Finance Company Ltd and the Zambia Agricultural Development 

Bak* When hie is coealetd, it will have the effect of unifying credit 

administration throughout the country. 

The mining sector has also continued to receive attention. ZCCQ has 

now prepared a coWthe ive production and investment plan to guide its 

actions over the nsn five year.. To support this plan, we have a-eed to 

allocate a subetantial proportion of the foreign axchange available to ZCCM. 

It is our hope that these actions will enable the industry to stabilise copper 

production so that the other mesuree we are taking can be properly buttressed. 

I should at this point mention that masures are also being taken in other 

areas of the public secw in order to strengthen efficiency and consequently 

production. These massures range from closure to restructuring and involve,. 

in certain cases, reduction im staff. 

This meting has in the past paid attention to the problem of aid co-ordinatio: 

We have taken steps to improve aid co-ordination, aid accounting and project 

impleontation and monitting. We have done this by era1wati, a structureunified 

for the admirnistration of external loans and grants us wll as domestic finance. 

As you Wil rembe, )f. Chadruan, these functions were previously separated. 

•,.g..... /5 
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M&tairftn,, before I discus@ the gffeer of the meauree ve have
 
taken ad our aid 
needs, let M touch briefly on our relations vith the
 
Inter"tional 1natary Fund. Before 
coming to this meeting my colleagues
 

'and I viu.tzJ W&Ghington DC to continue the discussions which ye had begun in
 
Zambia. I am pleased to inform 
 the meeting that ou discussions vent veil. In 
,-r discussons with the Fund w have concentrated on the budget for 1986 and
 
its nffect on the rest 
of the economy, on improving the auctian system and on 

Zambia's balance of payments situation over the next two yearv. 

Mr. Chairman, the asure6 vs have zecently taken to adJees the basic 

problems 
of our economy have been extreely difficult. The devaluation 

of our curency, the reduction in the subsidy on maize and the general incraes
 

in prices - which have largely 
been of the order of 70 to 150 percent in respect 
of petrols products and other basic products - have all ipoeed severe strains 

om our social system, The recent chang. in costs and prices have resulted in 

c drastic fal In r"eal incomes on a scale which has not been seen since Zambia 
gained independence. In other vords, I am saying that what ve are doing to turn 
the economy around hac reqtired an exceptional degree of political courage on 

the part of Government and patience and sacrifice on the part of the Zambian 

people. 

if the road we have taken is to succeed it is clearly necessary that 
the benefit. of reform come quickly by vay of improved suplies, price stability
 

and steater job opportunities. While the Government Is committed to the 

res ructwing and diversification of the economy it Is essential that increased 

attention be directed towards the supply side. 
To ensure this we need exceptional
 

assistance by way of balance 'of payments kupport. We call on you for this support 

to coplswnt what, I am sure you will all acknowledge, has been an ezcept*naai 

and corrageous effort on the part of the Govornment of Zambia. The level of 

support you extend to us at this very crucial juncture of our reform is necessary 

in order to usher in a period of transotion with reneved economic growth and
 

stability.
 

..... /6 
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The level of passible assistance to Zambia has been the subject of
 

further review following the figures premented to this meeting lat June.
 

As I have already seld, we now estimate that copper production will stabilise
 

at 485,000 tonnes in 1986. We c.lso expect no improvement in copper prices.
 

On the basis of these &%sumption, total ezportt. of goods and services will
 

total US$ 1,001 million. On the other hand -. wzts of **odo and servlz ,' Vill
 

total US$ 1,034 million, leaving # deficit of US$ 33 million.
 

- 30 


To this deficit, we must add debt service on existing debt of US$ 734
 

million and debt service arrears 
of US$ 586 million bringin$ the total deficit
 

to U8$ 1,353 millien.
 

We need also to reduce the payments arrears by a minimk= of U3$ 25 million
 

and provide for reserves of US$ 32 million. When these figures are added to the
 

U3$ 1,353 million, we end up with a total capital 
req,i aent of US$ 1,410 million 

Mr. Chairman, it is our hope that thi financial requiremnt can be mt
 

in the following way. Firstly, we want to increase 
our drawings on the ezisting
 

loans and rants. These could lead to drawings of U3$ 23i million, We ned
 

to draw also on new loans to the extent of U3$ 183 million. It is our further
 

hope that we can draw on the IW facilities to the extent of U05 160 million.
 

Because of the problem of timing this would help us only partially to meet our
 

existing obligations to the F=nd. We shall be looking into vuys and means of
 

bridging the Sap in financing o.z 'resent indebtedness to the. Fund.
 

One other important assumption in the financing plan is the rescheduling 

.of .i 1985 carry-over debt and the obligations falling due in 1986. An 

applicatit , for reseoeduling on the most generous term will be made to the 

relevant organisations early in 1986. If these programes are successful,
 

there will then be a gap of approximately US 120 million which will require 

to be filled. It is for the purpose of trying to bridge this gap that we are 

here today to a~k for your further assistance. So Vc. Ckairmn, unless we 

receive the support we seek and improve the flow of imports into Zaabia, the 

...... /7
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efforts we have ade to reform the economy vil largely l unrewarded. I 
strengly plead with te meting that you aseist us to generate support for what 

we are doeng. 

At tho * ,nto neetings you have correctly urged Zambia to proceed with
 
the reform of her economy. 
 In the course of this dialogue we all realised that 
econoalc grovthcould saly taka place in a reformed anvironmant. ,whe recent
 
reforms which 
I have referred to demonstrate clearly that my Government is
 
fully committed 
 tc the revival of the Zambian econmy and theto improvement of 
the well-belaS of its people. Given our very heavy debt burden, we cannot but
 
hope that any assistance you give 
 us will be largely in form of grants or loans 
on very soft termc. For our part, ve intend to work very closely with the
 
donors to 
ensure that disburseants are speeded up.
 

Mr. Chairman, 
 in this presentation I have tried to explain our economic 
difficulties and what we are doing about then. It in quite cle6z thmt with the 
measures we have already take, a basis now exist for our economy to resue 
growh. It is equally nlear that given the iumnsty of the problems and in 
perticular the low level of copper production coupled with the heav-.., debt 
buwden, our economy can forward withonly move your further aaisetance along 

tho lines I have suggested. 

Mr. Chairman, Ladies and Gentlaamn, 

I thank You.
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MEETING OF THE CONSULTATIVE GROUP FOR ZAMBIA
 
Paris, Tuesday, Decmber 17, 1985
 

STATEMENT BY THE IMF REPRESENTATIVE
 

Mr. Chairman:
 

1. It is a pleasure for me to represent the staff of the Inteznational 

Monetary Fund at this second meeting of the Consultative Group meeting 

for Zambia in 1985. At the last meeting held here in June, the Fund 

staff representative described in some detail the causes and nature 

of the continuing deterioration in Zambia's economic and financial
 

situation and in particular its external liquidity crisis. 
Zambia's
 

economic and financial position remains extremely diff.cult. However,
 

I shall not dwell on this matter. Rather, I shall focus my remarks on
 

the recent measures taken by the suthoritieu to come to grips with the
 

situation, the status of 
our technical and policy discussions with them
 

and the magnitude and 
type of external financial assistance required by 

Zambia to support Its economic reform program. 

2. In June the Fund staff and the Zambian authorities were still
 

engaged in discussions on economic policy reforms and a possible macro

economic adjustment program that would be necessary to 
address the
 

persisting and growing imbalances in the Zambian economy and promote
 

efficient structural change and diversification if production. Since 

September the Zambian authorities have already begun to implement funda

mental end radical economic reforms with technical assistance from the
 

Fund staff. 
 A staff team has just completed discusssions on a comprehen

sive adjustment program that is being reviewed within the Fund and that 

could provide the basis for Fund support.
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3. Zambia's economic difficulties are well known to you: 
 the prolonged 
contraction of income, widespread underutilization of industrial capacity 
and unemployment, high inflation, and severe external liquidity and debt
 
srrvictng problems. These problems have been attributed in large measure 
to the progressive deterioration in external environment, particularly
 

the sharp and sustained decline in copper prices. But there have also 
boen fundamental policy weaknesses. Important among these are: the
 
maintenance of inappropriate 
 exchange rate policies, combined with a. 
complex system of import controls; the failure to diversify the export
 
base beyond copper 
 and cobalt; the development of an industrial sector 
heavily protected by tariff high walls and highly dependent on imported
 

Intermediate goods, and dcoinated by parastatal enterprises subject to 
administered prices and centralized control of management decisions; 
and
 
the pursuit of expansionary policies financed through excessive foreign
 

borrowing.
 

4. Zambia has now adopted an adjustment program that represents a 
radical departure from these policies. 
Zambia has replaced its adminis

trative apparatus and complex system for allocatirg foreign exchange by 
a substantially liberalized and market-oriented system in which funds 
for the majority of sectors are being allocated t'rough an auction. In 
addition, all foreign exchange transactions, including those excluded 

from the auction, are taking place at the auction-determined exchange
 
rate. Moreover, It has refnrmed its monetary policy framework whereby
 
treasury bills 
are auctioned, with Interest rates adjusting freely to 
equilibrate the demand and supply of loanable funds. 
 To reduce the
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burden of subsidies on the government budget and promote economic effi

ciency and pricing throughout the economy, consumer prices of maize meal 

products, the staple food, have been raised substantially. Significant
 

increases for agricultural producer prices have been announced to 

strengthen production incentives and the agricultural marketing system
 

is to be liberalized to allow the participation of private enterprise
 

beginning with the 1985/86 crop season. Furthermore, the principle of 

economic pricing is now being applied throughout the economy, including 

the parastatal enterprises and producers are promptly adjusting product 

prices to take account of the effect of exchange rate changes. 

5. The foreign exchange auction system, which was introduced on 

October 4, is now working well; it has been relatively clean and free 

of administrative intervention and is gaining increased confidence from 

the business and financial communities. It has been bolstered to-date
 

essentially by the disbursements under the World Bank Industrial Re-


Orientation Credit. After the initial shairp depreciation of the kwacha 

from the pre-auction rate of K 2.20 per U.S. dollar to K 7.01 at the
 

third auction, the rate appears to be stabilizing, with the last three
 

auctions yielding rates of K 5.84, K 5.75 and K 5.74, per U.S. dollar,
 

helped largely by a policy of tight domestic liquidity. Moreover, the
 

composition of imports financed by the auctioned resources has tended
 

to favor industrial imports and capital equipment; agricultural sector 

imports, while rising steadily, are still small relative to auctionable
 

foreign exchange earmarked by donors for the sector. 
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More important, the pass-through of the effects of 
the kvacha depre

ciation to domestic prices throughout the economy, including the para

statal sector, has been sift and sitbstantial. 
 The prices of refined'
 

petroleum products were raised by betweer 100 and 150 percent and further
 

increases are planned for December 1985, 
to comuplete the pass-through of
 

the exchange rate change. 
Public utility rates, railway fares, bus fares,
 

and trucking charges have been raised by up to 80 percent In certain
 

cases; telecommunication services are now denominated in U.S. dollars; 

bread prices have increased by 100 percent; and the price of sugar has
 

risen by 49 percent. 
 You will recall that in September, the authorities
 

had raised the consumer price of maize meal products (the only consumer
 

products still regulated for social reasons) by between 40 and 50 
 percent. 

Concurrently, the producer price of maize has been nearly doubled for
 

the 1985/86 crop season, and the floor prices of ocher agricultural 

crops have been significantly raised, while the fertilizer prices have 

been increased by some 
77 Percent, thereby reducing the budgetary
 

subsidy on 
that product to a relatively small 
amount.
 

6. In order to underpin the reforms and 
neasures already implemented
 

and to stabilize prices, the exchange rate and interest rates, the autho

rities have agreed with the Fund staff on a broad macroeconomic framework,
 

over the period 1986-87. Central to that framework is a tight fiscal 

policy that will limit the Governmemt's recourse to domestic bank borrowing 

while allowing for adequate expansion of credit to the private sector. 

Among the key eliner.ts of the fiscal adjustment program are: (a) 41 

http:eliner.ts
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conversion of most specific excise duties to ad valorm rates; (b) the
 

elimination of most import duty exemptions, and a substantial, rise In 

petroleum excise@. (c) a restraint on Increases in public sector wages 

during 1986, as vell as in 1987; (d) a more than one-third reduction in 

the U.S. dollar value of mize subsidies, together vith a comrltmant to 

liberalization of tM agricullural marketing synstm bqinning with the 

1985/86 crop; (e) accelerated reductions 1n the ot= of th* civil service; 

and (S) tightanin expenditure control po1.cies. These measures limit 

public expenditures to acceptable levels and re-orient priorities while 

significantly enhancing the buoyancy of the tax eyotes. 

7. Let me now turn to Zabia's balanca of payments and external financing 

problem. Despite a substantial ch'anic in economic policies, Zambia's 

balance of pr,'aments situation remains precarious because of the contin

uing external presese etemming from depressed copper prices and the 

heavy burden of past Indebtedness and external arrears accumulated 

over the years. Scheduled debt service obligations for 1986 are easti

meted to be SDI 785 million, (of which SDR 330 represent Interest payments) 

equivalent of 82 percent ot projected total exports of goods and services. 

In addition, Zambia has overdue obligations to the Fund (projected to reach 

SDR 120 million by end-December 1985 and anothar SDR 26 million by end-January 

1986) and arrears to other multilateral institutions (estimated at 3DR 

25 million) that need clearing by 1986. 

8. IIe Fund staff estimate that in 1986, even rith import levels comprasood 

to 40 percent bdlow those of 1980, Zambia will face a financing gap of SDR 

275 million, after taking into account : (a) debt relief 
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on exceptional terms 
through rescheduling (estimated to yield SDR 320
 
million) of current maturities and (SDR 436 aillion) arrears on maturi

ties from 1985); 
 b) currently knomn supplemental donor assistance
 

(SDR 14: million), including projected 
 World Bank disbursements from 
the Special African Facility and credits; (c) the need ti 
liquidate
 

the above-mentioned arrears 
to the Fund and 
to other multilateral
 

agencies; and (d) the need to build some reserve 
cushion to cover about
 

slx weekly foreign exchange auctions. 

9. I should point out at this stage that the problem raised by the
 
external financing 
 gap are closely reflected lit the fiscal position of
 
the Central Goveriment. 
 In 1986 even after debt relief, the external
 

public debt service, will absorb 
an estimated 48 percent of total
 
budgetary revenues; this 
would migh heavily on the fiscal pmeition and 
the viability of the fiscal adjustment. There is, therefore, a clear
 
linkage between support 
 for the balance of payments and the viability
 

of 
 .he domestic financial adjustment to which the budget is central.
 

10. This meeting, therefore, takes 
place at a critical time for Zambia. 

In view of the already strained debt-carrying capacity, the external 
financing gap could aost prudently be filled with concessional loans
 

and grants. Of course, the Fund is prepared to play its customary role 
in providing Zambia with balance of payments support 
within the Fund's
 

polic., ) and guidelines governing access to 
the use of 
its resources.
 

In Zambia's circumstances and consistent with rules governing individual
 

access, a stand-by arrangement with 'the Fund would be at an annual access 
rate of SDR 100 million (equivalent to 40 percent of quota). 
Zambia could
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also be eligible for a drawing of SDR 60 million from the Compensatory 

Financing Facility in respect of export earnings shortfall for 1985.
 
Thus, with uve 
of Fund resources the external resource gap would be
 
reduced 
 to SDR 115 million, which Vill,need to be met through donor 
assistance as a part of a comprehensive and a viable external financing
 

and adjustment program for Zambia. 

11. 
 As you are no doubt aware, Fund policies preclude entering into
 

new arrangements with members in arrears on their financial obligations 

the Fund and Zambia is projected to
to 

be some SDR 120 million in arrears 
by the ed of December, with a further SDR 25.8 million in repurchase obli
gations to the Fund due in January 1986. Therefore, those arrears will
 
need to be settled before presentation 
 of a Zabian request for stand
by arrangement 
 to the Fund's Executive Board. Under current Fund phasing 
rules, in the avent of a program, Zambia could draw about SDR 85 million,
 
including 
 SDR 60 million under the compensatory financing facility on
 
Board approval 
 of the stand-by arrangement. Commercial bhnks could be 
expected to cover this portion of the arrears 
through bridging finance.
 
The critical issue 
that must be addressed is the remaining SDR 60 million
 
which must 
 be found urgently in cash together with firm assurances from
 

the donor community that 
the balance of SDR 55 million would also be 
forthcoming during the course of 
1986, so that an arrangement could be 

put in place. 

12. 
 Zambia's external financing difficulties will not, unfortunately,
 

end in 1986. 
 Fund staff project continuing balance of payments diffi
culties for the foreseeable future, given the current trends in copper
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prices and Zambia's substantial debt service obligations. Thus, Zambia
 

will need continued donor support, even with the strongest possible domestic 

economic policies over an extended period.
 



- 40 - Annex V 
Page 1 of 7 

MEETING OF THE CONSULTATIVE GROUP FOR ZAMBIA
 

Paris, Tuesda. Decenber 17, 1985
 

Statement by the World Bank on External Capital Requirements
 

We now turn to the most critical q'uestion for this meeting of the
 

Consultative Group for Zambia: can sufficient external resources be found
 

to give Zambia's program of refo m and recovery the chance of 
success it
 

deserves? I will first' outline our estimates external
of capital
 

requirements, focusing particularly on the projected needs for 1986 and
 

suggesting how these could best be met, and on the cash flow problem early 

in 1986. And I will indicate the support anticipated from the World Bank 

during the coming year. 

During the second half of 1985, Zambia's balance of payments 

continued to deteriorate. Export receipts are now expected to be more than 

USS 100 million less than anticipated in June, a shortfall which has made 

it necessary to compress imports volumes to a level inadequate to sustain 

een current levels of production, thwarting progress toward economic
 

restructuring and growth. In June of 1985, we estimated that the level of
 

imports required to maintain copper production, begin rehabilitating
 

Zambia's productive sector and provide for a modest rate of growth of
 

national product would be US$701 million in 1985 and US$786 million in
 

1986. In the event, actual imports in 1985 will probably only be on the
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order of USS620 million. This, in effect, means that the 
recovery of the
 

that the maximum import level
 

economy has lost a year. Moreover, because of continued weakness of the 

copper market, we have been forced to lower our forecasts of export 

receipts and import volumes. We now feel 

attainable, in 1986 will be about USS680 million. This would be compatible 

with a growth of GDP of 2.5% only if agriculture continues its vigorous 

growth and the efficiency of import use improves as a result theo. new 

foreign exchange and trade reqime.
 

Inadequacy of capital inflows In 1985 has also zesulted in a 
compoundinq of the debt service problem 1986.for While there has been a 
modest improvement in disbursements 
 from existing bilateral loans,
 

indicating some success in the efforts of the donor communIty to accelerate
 

disbursements, disbursement from new commitments during 1985 fell well 

below the anticipated amount. Thus, instead of the approximately US$400 

million disbursements on loans and grants we had estimated would be 

required, approximately US$340 million 
 will actually be disbursed.
 

Moreover, since 
there was IMF
no program and consequently 
no debt
 

rescheduling, there was 
a further accumulation of 
arrears 
on the order of
 

USS590 million.
 

What does this imply for 1986?
 

The most obvious point is that Zambia's reform aud restructuring
 
program is in jeopardy. 
 Detailed projections of 
the external account for
 

1996 (Attachment 
I to the World Bank 
 Interim Report) indicate '.he
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continuation of 
the significant problems that characterized 1985. These
 

estimates are broadly consistent with those we presented and discussed at
 

our meeting in June. Specifically:
 

(1) 	Both exports and imports are expected to be lower than forecast 

earlier and the current account balance, excluding interest, 

would be negative, leaving no 'foreign exchange available for debt 

service. A substantial increase ir, imports for the copper 

industry will be required to arrest rapidly declining production 

and to stabilize output at about 480,000 tons which is about 20% 

below the level of production in 1981-83. Imported inputs for 

industry and agriculture will be less than last year and less
 

than needed to accelerate the restructuring process.
 

(2) 	Service on existing debt, plus arrears brought forward, will
 

approach US$1.4 billion in 1986. 
 In agreement and implementation
 

of an IMF program would clear 
the way for a Paris Club meeting
 

and the possible rescheduling of roughly half of that amount.
 

(3) 	To meet the remaining capital requirements, your continued
 

efforts to increase disbursements from the pipelina will be
 

critical. In the light of recent experience, we now anticipate
 

that about US$160 million in disbursements will be
 

forthcoming from existing loans. Disbursements from new
 

commitments of loans and grants are expected to be US$260 million
 

or about the same loilel projected last June. Given the
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difficulty in disbursing new funds in 1985, 
however, attaining
 

this level of actual disbursements during 1986 will itself be a
 

considerable challenge to the 
 donors reprsinted at this
 

meeting. In addition, we anticipate that an IMF program would
 

provide about US$160 million in 
resources.
 

(4) However, based the
on needs and performance of the economy as
 

summarized above, anticipate
we that an additional US$ 120
 

million in capital disbursements will requiredbe to support 

Zambia's policy reforms and restructuring program in 1986. 

This is a substantial sum, but there are encouraging indications 

that the amount will be forthcoming.
 

For our part, the World Bank is exploring the possibility of 
another quick-disbursinq policy-based project which 
could yield US$40-50
 

million in IDA disbursements 
in 1986. Thus, with a modest additional
 

effort by the donor community filling 
the USS120 million gap for 1986
 

should be within reach. We should, however, bear in mind that this is the
 

very minimum believed to be required to 
sustain the productive sector of
 

the economy and to permit supply responses from the substantially reformed 

economic environment. Capital inflow above this level would permit a more 

rapid return to a qrowth path and faster income and employment effects.
 

Although the balance of payments gap for 1986 may be closed with 
your help as I have just indicated, the cash flow during the year is a 
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major problem. By mid-Januy 1986 Zambia's 
arrears to the IMF will total
 

about USS 145 million and these must be cleared before the IMF can consider
 

a standby arrangement or a 
CFF. Without an IMF prcqram a Paris Club
 

rescheduling would not 
be possible. Should there be 
no IMF Program and
 

Paris Club rescheduling, the balance of payments scenario set out.in
 

our interim report would be unworkable.
 

This amount of arrears to the IMF 
cannot be met out of Zambia's
 

own resources. It may be possible to arrange 
USS85 million of bridge
 

finance from commercial banks which 
would correspond to a first tranche
 

purchase of USS 25 million and a CP? 
drawing of USS 60 million. However,
 

about USS 60 million 
in cash would still be needed. We would be
 

particularly interested in hearing from you how your assistance might be
 

made available in 
a way to help resolve this cash flow problem. We in the
 

World Bank 
are considering accelerating the disbursements of funds from our
 

Industrial Reorientation and Agricultural Rehabilitation credits. If this
 

proves feasible we would be able to disburse additionally US$15-20 million
 

by the end of January.
 

The World Bank has 
progressed in implementing the assistance
 

program announced at the June meeting. 
An IDA credit of US$20 million and
 

a credit of US$42 million from the Special Facility for Africa to 
finance
 

industrial inputs were approved in October and 
are already disbursing.
 

About US$20 million from these credits hao now been coanitted to successful
 

bidders in the auction and we expect 
that they will be fully committed
 

within the first 
half of 1986. These credits have been supplemented by
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US$3 million 
of The additional resources 
from the Netherlands Government
 

and are soon to supplemented through Special Joint F-nancing with £10 
million from the United Kingdom and US$25about million, we understand, 

from the African Development Bank. IDA has also approved a US$10 million 
supplemental Special Facility credit 
for 
the Agricultural Rehabilitation
 

Project. The Netherlands Government is providing US$3 
million also in
 

cofinancinq for this Project.
 

The World Bank will be involved in the coming year in 
aqricultural research extension,and fertilizer rehabilitation, mining 

rehabilitation, 
technical assistance and petrol-um pipeline and 
refinery
 
rehabilitation. 
 Many of these projects also offer opportunities to other
 
donors to participate in project 
assistance geared the term
to long 


requirements of the economy.
 

Although the main concern of this meeting 
is the difficult
 
situation 
 during 1986, Zambia's need 
for additional resources will
 
continue, indeed 
grow, in the medium term. 
 During 1987 presently
 
unidentified 
net transfers 
of USS 230 million are projected and similar
 
amounts are likely '-o be required for several years until the restructuring
 

program takes 
hold. It cannot be overemphasized how critical 
increased
 

donor support will be to Zambia during the years ahead.
 

Zambia will 
 require increased 
external assistance 
 for its
 
macroeconomic program as 
it faces continuinq pressure 
on both the current
 
and capital accounts. But equally important will be support of Zambia's
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.Lung-rerm restructuring efforts. 
 Donors must work to identify activities
 

which contribute to this process. The 
priorities set by the Zambian
 

authorities for agricultural diversification, industrial restructuring, and
 

mining rehabilitation are appropriate to meet 
the lonq-term challenges
 

facing the economy, but 
 they will need continuing assessment and
 

modification as circumstances change. Donors have a role to play in 

supportinq this process with technical expertise and financial resources.
 

we now invite your indications of new resources that you plan to
 

make available in 1986, 
and measures that you intend to take to accelerate
 

disbursements from existing commitments. We appreciate that full details 

may be difficult to provide at this stage, but we would appreciate as much 

precision as nossible especially in the identification of new resources. 

Thank you.
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European Office : 66, avenue d'Iena 75116 PARIS, France- Telephone 7235421 

PRESS RELEASE 

For Imediate Publication
 

December 17, 1985
 

Interim Meetiug of the Consultative Group for the
 

Republic of Zambia
 

An interim meatinq of the Consultative Group for Zambia was 
held
 
in Paris on December 17, 
1985 under the Chairmanship of Mr. Jochen Kraske, 

Director Country Programs, World Bank. 

The Zambian Deleqation 
was led by the Honourable Mr. L. J.
 

Mwananshiku, Minister of Finance and 
the National Comnission for
 

Development Planning, 
and included The Honourable Dr. Henry K. Matipa,
 

Ambassador ti) 
France, aud Mr. David Phiri, Governor of the Bank of Zambia.
 

The meetinq reviewed the current economic situation and prospects
 

of the Zambian 
economy, focusing 
primarily on developments since the
 

meeting this June.
past Most of the discussion centered 
on the
 

institutional and policy reforms introduced by the Government to stabilize
 

and restore qrowth to 
the economy. 
 The Group endorsed the Government's
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reform program and applauded its steadfastness and courage in implementing 

a number of very difficult economic measures. The meeting agreed that 

extraordinary financial assistance was required to stabili.ue the economy 

and expedite the recovery and diversification required for the country's 

long term economic health. The importance of comprehensive debt relief and
 

restoring Zambia's access to IMF resources was stressed as being vital to 

resolving the present financial crisis.
 

The discussion of the Goverrent's reform program concentrated on
 

the recently-introduced foreign exchange auction system and the related 

trade liberalization measures adopted since the rrevious meeting. These 
measures were recognized as vital to a resolution of Zambia's financial and 

economic difficulties. Early experience with the auction was seen as 
positive. The min:4rs agreed that the reform program, if supported by the 

necessary financial resources, would bring about the structural adjustments 

needed economy thein the over long run, while relieving the immediate 

Ainancial constraint.
 

Attending the meeting, delegations representing Canada, Finland, 

France, the Federal Republic of Germany, Ireland, 
Italy, Japan, the
 

Netherlands, Norvay, Sweden, Switzerland, Unitedthe Kingdom, the United 

States, the African Development Bank, the Couission of the European 

Economic Communities, the European Investment Bank, the International Fund 
for Agricultural Development, the International Monetary Fund, the Opec 
Fund for Development, 
the Saudi Fund for Development, and the United
 

Nations Development Programme. Observers from the Development Assistance 

http:stabili.ue
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Committee, Orqanization for Economic Cooperation and Development were also
 

present.
 

The Group agreed that external. commitments of about SUS 400 

million per annum were needed for the next few years to assist Zambia with
 

the adjustment program. Because of the worseninq financial situation 

however, a higher proportion of this assistance was now required on a 

quick-disbursinq basis. The Group reaffirmed its commitment to support the
 

Government of Zambia. Members outlined their past and new comuitments of 
aid, which showed that in 1986 this target was attainable. It was agreed to 

convene again in mid-1986.
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CLOSING STATEMENT BY
 

HONORABLE LUKE MWANANSHIKU
 

MINISTER Of FINANCE, ZAMBIA
 

Mr. Chairman, Your Excellencies, Ladies and Gentlemen. 
 In the
 course of the discussions today our mind was taken back to the time we metin these very surroundings in May 1984 and again in June of this year. Atthose meetings, we tabled 
an agenda for action which made many a delegate
wonder whether the program was feasible and whether reform so basic,fundamental and 
so

,indeed, so radical, could be introduced within a short
 
space of timr[.. Yet, the consensus was that, bearing in mind the problems
that Zambia is confronting at 
this point, we should forge ahead. This is
what, Mr. Chairman, we have tried to 
do. And this, inspite of the very

severe problems the reform process has imposed on our people. 
 As I said

this morning, we have done this because we realize only too well the 
necessity for this reform.
 

Mr. Chairman, Ladies and Gentlemen, I wish to take this

opportunity as we come towards the end of our meeting this morning, to.thank you for the support you have given to us in the course of our reform 
program. We need this support if we are to persiat in this very difficulteffort. But, we 
also need financial assistance. We need resources that
 
can lend credence to the measures we have taken. Resources that cantrigger a supply response and resources that can contribute towards the
revival of our already too depressed economy. I am, therefore, deeply
touched by the response we have received in the form of financial support.
I fully appreciate, Mr. Chairman, the fact that 
the members of the
Consultative Group have ,indeed, their own budgetary processes to go

through and that it is difficult to marshall funds overnight, especially inthe form of balance- of payments support. Nevertheless, the support thathas been given to us today is a manifestation of the exceptional steps your
countries are willing to take 
to support our reform effort. 
 Yet, the

problems of Zambia will continue 
to need your attention and I wish to
appeal to you to further review your commitment to us with a view to makingthese contributions even larger as we proceed.
 

The question arose this morning as 
to whether it was justified
for donors to offer balance of payments support to alleviate the debt
burden of Zambia. May I simply respond that Zambia's ability to sustainthe reform effort centers on our ability to resolve this very problem and I see a definite role that the donors can play in this regard. As -he WorldBan representative noted this morning, can sufficient external resources
be found to give Zambia's program of reform and recovery the chance of success it deserves. Mr. Chairman, a matter which entered very
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strongly in our discussions this morning and this afternoon Is the ne(Ld
us 
to deal with the problem of aid coordination. 
for
 

We share your concern and
I want to give you my commitment that this is a matter chat we are paying
increased attention to as we proceed in the course 
of 1986. This is in
order not only to quicken the disbursement process but also to ensure
the external resources are directed 
that
 

to areas of priority. Mr. Chairman, it
remains for me to thank you personally and the World Bank for the
Initiative you have taken 
In calling this meeting, whose results are a
source of satisfaction to us all. 
 r also which to thank you, once again,distinguished delegates for your attendance and participation which has
been most active. 
As you return to your respective countries let me assure
you how very much we appreciate your contribution and the support you have
extended -o my country. 
 Let me also reassure you of the strong and
unyielding commitment of my Government to the reform program in pursuit of
sustainable economic recovery. 
 Finally, Mr. Chairman, may I, on behalf of
mY '-olleaguesfrom Zambia, and indeed on my own behalf, wish you
Mr. Chairman and all the distinguished delegates safe travel back home as
 we end this meeting. Thank you very much.
 

Der. 17, 1985
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MEETING OF THE CONSULTATIVE GROUP FOR ZAMBIA 

Paris, Tuesday December 17, 1985 

Closing Statement by the World Bank
 

Ladies and Gentlemen, 

In concluding this meeting, I would like to allthank the 

representatives of the international community and the delegation of the 

Zambian Government, aqaiti for your attendance. I realize that your 

participation at a meetinq at this time, and at such short notice, may have
 

entailed considerate inconvenience to some of you and your attendance is, 

therefore, all the m.re appreciated. I would like to assure you that we 

would not have called this meetinq if we did not feel that the 
future of
 

Zambia's reform effort was hanging in the balance. 
I think it is now clear 

that the -aobilization of the additional US$120 million we have asked for to 

support Zambia's efforts, and the resolution of the shor"-term liquidity 

problems are absolutely essential to further proqresp of the Government's 

,proqram. Moreover, the additional support is fully waranted and justified
 

by the Government's own actions.
 

When we met last June, many of you indicated uncertainty or
 

unease about the Government's 
program because critical and difficult
 

actions then remained to be taken. 
I can see by your reactions to what the
 

Governuent has done over the relatively short time since our 
last meetina.
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that there is 
now no doubt about the Government's couraqe and determination
 

in carrying out its program in its entirety and in bringing about a 
fundamental restructuring of the Zambian economy and the role of Government
 

in guiding the country's development.
 

The recent adoption of the foreign exchange auction system, he 
desmantlinq of restrictions on foreign trade, the decontrol of interest 
rates, the fTeeing of domestic prices, the additional incentives offered to
 

non-traditional exports, the adjustments agricultureof prices, the 
formulatica of rehabilitation programs for key enterprises &nd parastatals,
 

the improvements in the tools of economic management, which have been 
referred to and unanimously applauded, leave no doubt about the 
Government' a commitment. And our confidence has been reinforced by the 
news that that agreement has essentially been reached with the IMF on a 

macroeconomic policv, framework for 1986-87.
 

This is not to aay that the road ahead will be an easy one or
 
that everything that has to be done has already been accomplished. 
On the
 
contrary, the 
road ahead will be a difficult one; a people that have
 

already been asked to make considerable sacrifice in the hope of 
a better
 

future, will probable have to endure several 
more years of straitened
 

economic circumstances before 
there are real 
significant improvements in
 

their living standards. The Government will be sorely tried as it carries
 

forward its program.
 

Moreover, many of you today have indicated areas where additional
 
effort by both ourselves and the Government will be required. 
The areas of
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investment pr.*.orities and aid 
 conside:ation 
 received particular
 
attention. 
 I think we agree that over the next few months the Government 
will have to review its investment Irorams and establish its priorities 

more clearly. Tkese priorities must be well understood within Government
 
and a more effective mechanism for comnunicating them to donors, and within
 
the donor cmunity, must b. developed. Over the next several months, we
 
expect to be cooperative with the Government on a review of its investment
 

program and, I can assure you, we will be making maximum effort through our
 
resident office in Lusaka, working with the Government, to improve the 
effectiveness of aid coordination. 
Minister Mwanashiku has assured me that.
 
we will have the Government's full cooperate'on in this. I believe that by 
the next regular Consultative Group meeting the fruit of these efforts will
 

be evident.
 

Several of you have expressed, as we have in our opening remarks,
 
a desire to see rapid improvement in the institutional framework for 
agricultural growth: that is, an improvement effectiveness in research and
 
extension services and 
 in the efficiency of the agricultural ma.ketinq
 

system. I think 
 we will also see significant progress in these areas in 
the next half year. The Government is committed to early action on reform
 
of the agricultural marketing system and has already formulated a master 

plan for research and extension.
 

Another area of widely expressed concerns was the future of the 
parastatal sector in Zambia. We believe that the Government's policy of 
non-intervention, support of competition and openness to private initiative
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will go a long way in improving the efficiency, not only of the parastatal
 

sector, out of private enterprise as well.
 

Finally, many of you have expressed concern about the role of aid 

in Zambia's particular circumstances. I know you do not like to feel you 

are being called upon to increase your assistance efforts to enable Zambia 

to pay off its arrears. I think this is not rightthe way to think about 

this problem. The international community is 
being asked to finance, as
 

the representative of the Fund put it, 
a compreheneive recovery program.
 

Reduction of arrears and restructuring of debt are an integral part of that
 

program. What you are 
being asked to do is, 
as the representative of the
 

United Kingdom states, safeguard the minimum level of imporus required for
 

the recovery and revitalization of the Zambian economy, while permitting 

the country to deal with its other obligations.
 

In this, I must say, 
that despite the qualms you expressed
 

earlier, 
you have been quite forthcoming. I am pleased to report that
 

resolution of the vexing problem of short-term liquidity, which has 
been
 

thwarting formalization of the 
Fund program and threatened to delay debt 

rescheduling, is within our grasp. I expect that a definitve solution will
 

be in hand within the next few weeks and I do not foresee any further delay
 

in the progress of the Fund program and debt rescheduling. With respect to
 

the latter, let me echo the desire expressed by some of you that the debt 

rescheduling involve a multi-year framework and be on the most generous
 

terms possible.
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Let me now turn to the question of the finaucing gap for 1986. 

Your responses during this meeting have been encourAginq. It is my
 

impression that the commitments you have indicated will approximate the
 

US$400 million level we thought would be required. This, plus some 

judicious reallocating of available resources to balance-of-payments 

support, could potentially ensure that the US$120 million gap we identified 

will be filled. But this is not the end of the story. Work must continue
 

both in your capitals and in Lusaka to ensure that commitments are realized
 

and that disburseuments, so vital at this time, actually materialize.
 

I think we can all take some satisfaction in the results of this
 

meeting. We have now good reason 
to believe that a framework of policy is
 

in place th'it will bring about a fundamental restructuring of Zambia's
 

economy and allow the country arrest the
to long decline in the material
 

welfare of its people. What is more, implementation of those policies in
 

being carried forward with vigor. We also have some confidence that the 

resources needed to ensure continued progress will be available. But our 

job and that of the Government is by no means done. We must continue to 

work together to ensure that progress can be sustained. I can promise you 

that this is not the last time you will be called together to reaffirm your 

commitment to the support of Zambia's efforts. 
 I hope, however, that when
 

next we meet, at our regularly scheduled time in mid-1986, we will not have
 

to concentrate on short-term needs and gap-filling exercises and that we 

will be able to turn our attention once again to the fundamental issues of 

strategies for growth and developmental assistance.
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Until that time, I thank you once again for your preseuce and 

your active and positive participation in the business of this meeting, and
 

bid you bon voyage and happy holidays.
 



Annex IV - Statement by Mr. P. Acquah 
IMF Delegation 

Annex V - Statement of Zambia's External Capital Requirements
 
by Mr. H. Messenger, IBRD Delegation
 

Annex VI -
 Press Release
 

Annex VII -
 Closing Statement by Minister Mwananshiku
 
Minister of Finance, Zambian Delegation
 

Annex VIII-	 Closing Statement by Mr. J. Kraske
 
Chairman, IBRD Delegation
 



International Bank for Reconstruction and Development 
FOR OFFICIAL USE ONLY 

L:.'A.SIWFIW "- . ZAM 86-1 
From: Vice President ania cretary 
 March 14, 1986
 

CONSULTATIVE GROUP FOR ZAMBIA
 

Parts, December 17, 1985
 

GHAIRMAN'S REPORT OF PROCEEDINGS
 

Attached is the Chairman's Report of Proceedings of the Interim

Meeting of the Consultative Group for Zambia held in Paris,

December 17, 1985. The following annexes are attached to this Report:
 

Annex I - List of Participants
 

Annex II - Opening Statement by Mr. J. Kraske
 
Chairman, IBRD Delegation
 

Annex III -
 Statement by the Honorable L.J. Mwananshiku
 
Minister of Finance, Zambian Delegation
 

Distribution: 
 For Information:
 

Executive Directors for:
 

Senior Vice Presidents
Austria Italy 
 Senior Management Council.
 
Belgium 
 Kuwait European Office
 
Canada Japan 
 Tokyo Office
 
China The Netherlands Directoi, Regional Mission in

Denmark Norway 
 Eastern Africa

Finland 
 Romania 
 Resident Representative, Zambia
 
France 
 Saudi Arabia
 
Federal Republic Sweden
 

of Germany Switzerland
 
India 
 United lKingdom
 
Ireland 
 United States
 

Yugoslavia
 

Abu Dhabi 
Fund for Arab Economic Development
 
African Development Bank
 
Arab Bank for Economic Development in Africa
 
Commission of the European Communities
 
Development Assistance Committee, OECD
 
European Investment Bank
 
International Finance Corporation
 
International Fund for Agricultural 
Development
 
International Monetary Fund
 
Kuwait Fund for Arab Economic Development
 
OPEC Fund for Development
 
Saudi Fund for Development
 
United Nations Development Programme
 

This document has a restricted distribution and may be used by recipients only in the performance
of their official duties. Its contents may not otherwise be disclosed without World Bank authorization.
 


