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POLICY REFORM AND SUSTAINABILITY: 
IMPLEMENTING POLICY REFORM IN ZAMBIA

Richard J. Moore

I. INTRODUCTION

Implementing policv reform initiatives in sub-5aharan Africa is 
like the weather: everyone talks about it, but no one cioss 
anything about it. Under the best of circumstances. the 
implementation of- the policy reform "package" encouraqsc: bv the 
multilateral and Diiaterai aonor communi-v has been problematic 
throughout the Third World. Whether one tninKs of ths package as 
"stabilization policies," or "structural adjustment efforts." or 
"policv reform," the past several years have seen active 
challenges to the donor community by Third World governments 
unable to fulfill successfully the challenges of implementing 
dramatic 'public and societal restructuring.

'.' 
The most visible and vocal challenges to restructuring efforts
have been decisions by a number of governments to •'.••limit debt 
service repayment. However, more fundamental crises and 
challenges appear with increasing frequency and suggest a clear 
message: major economic and structural changes are not easv to 
achieve. The ability of a state to adjust is more than sicnplv 
acceptance of stroke-of-the-peh actions. Rather, this ability is 
a function of sustainable political will. of administrative and 
technical capacity, and of the economic context of the country.

The focus of this paper is on the specific response to the 
requirements of structural adjustment in one African country. 
Zambia. In the case of Zambia, difficulties in the implementation < v 
of policy reform have resulted in a rather dramatic reversal. On 
May 1, 1987, after five years of intensive restructuring actions. 
Zambia announced that it would suspend much of the reform effort. 
Not only were relations with the IMF placed in suspension, but 
the currency auction was abolished, price controls and import 
licensing controls were placed back into effect, and President 
Kaunda announced that Zambia would limit its debt service 
payments to 10 percent of foreign exchange earnings (Hawkins, 
1987) .

On August 14, 1987, President Kaunda announced a "New Economic 
Recovery Programme" which retained virtually all of the measures 
announced in May. In addition, the recovery message rejected the 
application of conditionally in any future agreements made by 
the government. Further negotiations with the IMF and with the 
World Bank through early 1988 did not yield positive results in



terms of reneqo tiation anc forward movement on adjustment.

The specific case of Zamoia is instructive for a number of 
reasons. First, reform initiatives have a reasonably lone? history 
in the country. The post-1983 period (especially after lv85) was 
one of massive new initiatives in the country. However, by late 
1986 neform initiatives had bequn to unravel. A second reason for 
examining the case of Zambia is that tne country has received 
close scrutiny and massive assistance in the 1980s in the effort 
to make a showcase of reform. The Zambian reform initiatives were 
touted as a probable success story less than three years ac?o. 
onlv to fade in recent time. As Hawkins (1987: 17; notes:

Increasingly, Zambia has seen portrayed as a mocei of 
reform, a country strugglina aqainst the most adverse of 
conditions - ana aqainst serious domestic ooliticai 
resistance - to restructure its economy. Officials from the 
Western donor nations, the IMF and World Bank admit chat 
they have invested in Zambia, not only their money, but also 
their reputations as economic advisers.

Finally, the lessons of Zambia are instructive with reqard to the 
susfcainabi 11tv and the implementabiiity of reform in the context 
of a weak administrative state and mixed political will.

i'

\\
The purpose of this workinQ paper is to analyze the difficulties 
that have arisen in efforts to implement policy reform, while at 
the same time attempting to provide guidance on how to overcome 
these difficulties. Our purpose here is not to focus on the 
intrinsic merits or demerits of adjustment, although it is clear 
that much of the difficulty experienced throughout the Third 
World has been due to the fact that the rationale for and speed 
of adjustment may be untenable. In addition, tna success of the 
implementation of reform is contingent on other factors. The 
successful implementation of policy reform is limited, in part, 
by the absence of a clear understanding of the institutional and 
administrative requirements for sustained and sustainable reform 
efforts.

These institutional requirements are lacking not onlv in the 
environment of the host country, but may well be lacking within 
the donor community. As Geoffrey Lamb and others have suggested, 
a great deal of effort has been expended on the design and 
analysis of the macroeconomic policies that support the dominant 
orthodoxy of structural adjustment. However, very little research 
has been conducted on the implementation and management of 
policies, or on the systematic evaluation of the linkages between 
policies and programs, on the one hand, and implementation, on 
the other, i Notes Lamb:

work on strengthening policy institutions within developing 
countries is less developed...Developing the institutional



canacicv for timely ^nc flexible policy response is o.eariv 
central to successful policy reform anc itruc>ur.Hi 
adjustment... moreover, reform inic.iai.ives must cfc.en dsai 
with institutions which, though powerful ana relatively 
competent, rnav have cecome part of the policy reform problem 
rather than the means for its solution" (1987: 3).

Even when there has been a focus on the implementation issue, 
rarely do analyses go beyond examining administrative apparatuses 
and procedures or the characteristics of bureaucrats. Little 
attempt is made to link tne internal dynamics of administration 
or administrators to the contextual issues of organizations in 
social and political milieus. 2

Part, of the problem of this limited analysis mav be inherent in 
the current policy reform orthodoxy itself. Because one principal 
tenet of the orthodox model is the stimulation of the private 
sector and market forces at the expense of public sector action, 
little attention is paid to the requirements of the governing 
process. In fact, the orthodoxy assumes a minimal role for 
government as an outcome of the reform process itself. Policy 
reform is perceived as a painless political choice. As a result, 
the inability of governments to carry out reforms ^effectively is 
"blamed" on the victim. In the worst case scenario, political 
leaders are ignorant of and unresponsive to "appropriate" 
policies; in the best case scenario, governments ars naive 
newcomers to the positive long-term effects of the reform 
initiatives. In either scenario, I would argue, the "established 
wisdom" is suspect.

As a result, for example, technical assistance adheres closely to 
the orthodox assumptions of the model, perceives government as a 
compounding and perverse factor in development, and frequently 
underestimates the need for a clear understanding of the 
"grounded" issues of governance. political interests, and 
bureaucracy. 3

The ultimate irony, however, is that many of the activities of 
the donors require a strong state role. For example, efforts to 
improve monitoring capabilities, to improve the process of data 
gathering, or to improve policy analysis require strengthening, 
not dismantling, the state's role. Similarly, the multiplicity of 
sectors involved directly or affected indirectly by reform 
initiatives presumes a coordinating capability within government 
(and one might add, among donors). Thus, there would seem to be a 
contradiction among attempts to remove or reduce ths state 
apparatus, the pre-existence of a weakened administrative state, 
and demands by donors for a "lean and mean" state apparatus to 
carry out the mandates of reform.-'

Again, part of the problem which results in this contradiction is 
the failure to recognize the linkages among macro policy, micro



policy, ar.c tne implementation.-process. Stanley Please suggests a 
similar limitation in tne approacnes of the Ir.F and ths world 
Bank in particular. The IMF. he notes, has never been..able to qet 
bevond macro-economic characteristics to the micro-policy 
initiatives implied:

Nevertheless, bevond the desirability of getting more 
realistic exchange rates and interest rates lies a range of 
sectoral and subsectoral concerns that are of importance,to 
the structural adjustment and development processes. These 
concerns cover, for example. the relative roles of the 
public and private sectors in economic activity; the manner 
in which markets are permitted to develop or are organized 
bv government; the processes and criteria by whicn the level 
and structure of aaricui turai prices are determined:^ i'andl 
the individual policy framework..(1984: 2).£>

Yet the Fund finds itself taking on new roles in the process of 
adjustment, roles for which it may not be well suited. In 
addition to its traditional role of providing policy advice to 
members. the Fund is now required to play the roles of: 
1)economic forecaster. (2) policy planner, (3) market 
disciplinarian. (4) gatekeeper of access to new credits, and (5) 
police officer for financial norms and obligations (Feinberg, 
1985: 57).

;i

Another factor that has limited the successful implementation of 
reform initiatives is closer to home: the fields of development 
administration and development management themselves have not 
geared up for the dramatic shifts that have occurred in 
development assistance strategies. The continued discussion of 
development administration and development management in a world 
of project-based assistance belies the fundamental shift to 
programmatic assistance and interventions that are the rule 
rather than the exception today.

This failure on the part of the study and practice of development 
management is reflected, in turn, in the practices of the donor 
community. As institutions, many of the multilateral and 
bilateral members of the technical assistance community have not 
"geared up" to policy-based technical assistance. 6 Further, as 
Please has noted, institutions such as the World Bank and the 
International Monetary Fund may be ill-suited for the tasks that 
policy bassd initiatives entail, both in style and in training. 7 
Thus, even with the issuance of and tremendous importance 
attached to the "Management of Development" section within the 
1983 World Development Report, there has been limited translation 
of much of that message into institutional interventions.

I also argue that part of the failure of reform resides in the 
limited groundwork that has been done with regard to a realistic 
understanding of the complexity of the institutional, political.



and economic impacts that are inherent in PGiicv reforn. '.'Policy 
dialogue" has meant more in word than in

Ironically. the issues of complexity ana trie neec: 1 for 
coordination among reform initiatives have an inverse , indeed 
perverse, relationship to the need for reform itself. The greater 
the need for reform in a given country, and often the poorer the 
country, the more complex the package of reforms that are & 
introduced, and, as a result. the more difficult the 
sustai nability , complementarity, and coordination of reform 
efforts. s Further, policies of stabilization find themselves 
inextricably tied to policies of structural adiustment, even 
though the double-barrelled effect of 1 "' pursuinq both of these 
simultaneously may nave even more intensive political 
conseauances; sus tainabi li ty of a viable political context is 
made more difficult.'^ As will be seen, tnis is particularly true 
in the case of Zambia. Finally, there is a need to focus 
explicitly on the issue of implementation. What may be required 
for "success" may not require new reform initiatives nor new 
adjustment agreements; rather, success may reauire a. concertea 
effort to focus on the sustainability of previously initiated 
reform efforts.

The remainder of this paper is divided into five sections. It
begins with a brief overview of the international context of
policy reform efforts. A second section attempts to provide a
framework for understanding reform initiatives. A brief argument
is made, and a set of working hypotheses are offered, that o
attempt to characterize initiatives and implementation problems.
I suggest that it is possible to identify clear distinctions
among types of reform initiatives, not only in terms of the
economic rationale for the reforms, but also in terms of the
types of institutional requirements that reforms have.

Often, in the orthodoxy of structural adjustment and policy 
reform it has been assumed that reform initiatives are relatively 
"automatic," that moving from the negotiated word to the actual ,'/ 
deed of reform is straightforward. "Getting the prices right" 
will bring with it a litany of positively reinforcing phenomena 
that will bolster political will in the face of adjustment 
shocks. Thus, once there is a negotiated acceptance of reform, it 
is often assumed that implementation from "word to deed" follows. 
This is clearly not the case. In fact, the "failure" of reform 
initiatives (nay be closely associated with the failure of both 
regimes and donors to take into account the reauirements of 
implementation. Thus, even the presence of initial "political 
commitment" on the part of regimes may be weakened as the 
fundamental issues of implementation wear away at commitment and 
consensus.

A third section turns our attention to the particular context of 
economic and financial crises in Zambia. Restructuring and reform



are contextual. Without some understanding of the ooiicicai. 
institutional, social, and economic contexts of reform, their 
implementation is doomed to failure, hv purpose here is not to 
provide// a broad history of Zambia; rather I focus on the 
conditions of the post-colonial era that may have affected,; the 
viability of reform. As is noted above, the case of Zambia is 
instructive in part because it typifies many of the conditions of 
other countries, particularly within the sub-Saharan region; much 
of the region is characterized by weak administrative states and 
equally weaK markets.

A fourth section discusses the reform initiatives themselves and 
attempts to place Zambia's policy response to these crises in the 
current context. Zambia began to respond to the pressures of 
readjustment as early AS 1975. with the introduction of 
stabilization policies as required by stand-by agreements wir.h 
the IhF. From these initial efforts througn 1985, three basic 
objectives to the various components of the reform packacie are 
clearly identifiable: financial stabilization, diversification of 
the economic base in industry and agriculture along ''i'mes of 
perceived comparative advantage. and improving the operational 
efficiency in the public and parastatal sectors. The early 1980s, 
particularly after 1983, marked dramatic increases in the 
quantity and intensity of reform. October 1985 can be seen as a 
further crossroads of reform efforts in Zambia. After a full 
year of suspension of stand-by facilities, Zambia once again 
demonstrated real /.political commitment to aggressive reform 
initiatives. Yet,->''at the same time, political intransigence and 
hostility to the reform initiatives were constant reminders of 
the difficulties of a radical readjustment of economy and state. 
The period from 1985 through early 1987 marks an intensive period 
of attempts to implement radical restructuring -in the economy and 
in the public sector. " ,i

I 'i
Zambia's policy reform initiatives were perhaps uhe most 
ambitious, far-reaching, and precipitous of any country in the 
region. In a sense, then, these reform initiatives provide a 
laboratory for examining experimentation; however, the lesson of 
Zambia may be that to experiment without capacity building will 
doom efforts to failure.

Finally, a fifthly, section attempts to draw lessons from the 
Zambian experiencr?/; the hope is that from the examination of the 
various reform initiatives (we may gain some understanding of key 
problems which were manifested during the breakdown of reform 
from February through May :,if 1987. Clearly a crisis had occurred 
in the management of the implementation of reform. In addition, 
the political hostility to 'adjustment intensified. Where were the 
key obstacles to implementation?

The inability to sustain reform initiatives in Zambia is not 
necessarily, nor only, a result of the "inappropriateness" of



reform initiatives themselves. Rather, even with "appropriate" 
reforms, the minimal attention of policy makers (particularly in 
the donor community) to institutional and contextual issues may 
doom reform from the outset. For example, are there identifiable 
implementation issues that are inherent in particular reform 
initiatives? Are there identifiable implementation issues that 
correspond to the framework provided below? Are there means bv, 
which some of these implementation problems might have been 
avoided? From the framework provided in the third 'section, I 
attempt to draw specific lessons. anomalies, or, contextual 
problems that characterize the Zambian case.



POL ICY REFORh AND ECONOMIC CRISIS:
"THE INTERNATIONAL CONTEXT

The past decade has seen a dramatic decline in the capacities of
/^nations in the Third World to cope with the demanas and
"requirements of economic growth and development. In one sense,
this declining capacity is a decline in the ability of these
countries to manage, not onlv in the long- and medium-term, but
even the day-to-day necessities of organized social, political,
and economic life. These economic crises of the 1980s have led
to a fiscal crisis, and also to a crisis of confidence in the
ability of these nations to manage development. ( \

The .nanifestations of crisis abound: in aQ-.irBCjate statistics on 
declining per capita income, declining agricultural croductivitv, 
rising unemployment in the formal sector, a worsening of the 
global housing crisis, increasing crises of food shortages in 
predominantly aqriculturai countries, escalating inflation, and 
many other indicators. v

>;if the manifestations of crisis are clear and fairlv apparent, 
the causes of the current malaise are almost as clear. The 
proximate causes, clearly, were the recession of the early 1930s, 
following on the heels of the oil shocks of the 1970s. While 
there had been a commodity price boom for a number of products 
during the i973-1977' ! period that somewhat offset the impacts of 
the first oil shock, that boom ended by 1977. However, much of 

/ ;the windfall profit that had been realized as a result of the 
price booms was absorbed in the "expansion of government 
expenditures. Similarly. a lack of realism in the face of 
impending crisis led to a false sense of the temporal quality of 
shortfalls and crisis: gaps in imports and exports, land 
government deficits, were financed through the expansion of 
domestic credit. ...Required adjustment was, in effect, postponed. 10

However, the upswing in prices eventually came to an end. The 
volume and prices of commodity exports declined, import prices 
rocketed, and real interest rates simultaneously rose 
precipitously. While these conditions in themselves were 
difficult, more troubling still has been the inability of many 
nations of the Third World to respond to improvements in the 
international economic environment in the mid-1980s. Terms of 
trade generally have not improved appreciably; flows of 
investment to the Third World nations have only marginally 
changed. Growth has simply not occurred in typical cyclical 
fashion. Although many countries in the advanced industrial 
world and the newly industrializing countries may have "turned it 
around," most LDCs have not.il Long-term deterioration in their 
relative economic position has continued. The data in Tables 1 
and 2 below provide a preliminary view of the consecuences of 
this deterioration. As is noted, no region of the world fared

8



.particui.Hr iv well in the i950s : ; 
experienced less aromatic declines.

while Asia anc iuro

The 
to a

-ailure to adjust to changes in tns external environment led 
of penurious consequencss. Among these, we can point

appreciation,; excess demand
numoer 

to tha'(f oil owing: real exchange rate
for imports; escalating inflation; exce demand for credit; and
dwindling foreign exchange reserves (Hood: et ai . . 1968). 
Continued ..bei ief in the temporal quality of crises was reinforced 
bv the earlier commodity price booms. dramatic increases in
public lending assistance durina the 1970 
petro dollars whicn created access to 
capital. Ir-craasea borrowina in the late 
occurred in an era ot perceivec and 
Commercial bank landing tna t had begun 
of liquidity surplus continued. In an

increases
and the rscvc/li.ng ot 
international private 
1970s ana eariv 198Cs 
potential expansion. 

in the post-1973 period 
interview with Anthony

Sampson. Citicorp Chairman. Waiter 
[the lending by commercial banks 
transfer of wealth in the shortest 
casualties in the history of the 
1986: 27).

Wriston declared in 19SO: 'It
to LDCs} was the greatest

time frame and with the least
world." (Havter and Watson,

However, 
hardening 
new loans

this borrowing was occurring at market terms, with a 
of those terms. In 1970. the average interest rate on 
for "middle-income" economies ranqed from 5.0% (for

lower middle 
countries). 
11.0%. T he 
and 13 years 
(World Bank, 
rose from $10

income countries) to 6.9% (for upper middle income
In 1934, the corresponding rates were 8.8% and
average maturity on loans had declined from 23 years
to 15 years and 10 years over the same time period
19S6). Bank loans to non-oil developing countries
billion in 1973 to $49 billion by 198O. In 1970.

private financial markets accounted for less than one-third of 
developing country accumulated debt; by 19SO, they held 55 
percent. >

At the same 
Monetary Fund s 
participation 
(when the Fund

time, res 
;hrank as 
declined from 
was created) to

1980s (Feinberg, 1985: 53). 
conditions imposed by the IMF 
privately. While the terms

ources and lending by the International 
quotas failed to keep pace: the IMF 

16 percent of world, trade in 1944 
4 percent at the beginning of the 
LDCs were able to avoid rigorous 
on its facilities by borrowing 

of private lending hardened during
this time period, funds were readily available. However, in 1982
that source came to a screeching halt. Voluntary private lending
became reflective of conditions in world markets. 12

What are the consequences of this situation? Nations are paving 
higher rates of interest on borrowed money and the repayment 
schedule is shorter on more recent loans. The worse of both 
worlds! In addition, the grant element of loans has declined 
precipitously as well. Finally, just as the economic crisis has 
worsened, commercial bank lending and new investment capital have



TPflLE 1:
RATIO OF EXTERNAL DEBT TO EXPORTS 

OF GOODS flN> SERVICES \ 
BY REGION \

Region 1978 1980 1982 1933 1985

All Indebted LDCs 132.4 H0.4 14B.O 159.0

Africa (including 
S. Africa)

Asia

124.2 37.6 143.6 164.7 166.0

81.0 70.0 84.0 89.2

Europe 126.8 117.9 122.3 129.5 131.1

Non-oil Middle East 161.5 127.7 162.8 195.7 ;< '225.3

Western Hemisphere 217.2 182.8 267.2 288.2 289.4

Source: IMF, World Economic Outlook, as cited in Brau, 1986.
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TABLE 2:
EXTERNAL PUBLIC DEBT AN) DEBT SERVICE RATIOS 

IN SELECTED COUNTRIES 
(1985)

Country

Low-income 
economies*

Zaire

Tanzania

Haiti

Zambia

Middle-income 
economies

Bolivia

Indonesia

Honduras

Zimbabwe

Nigeria

Peru

Colombia

Chile

Brazil

Mexico

Argentina

External
Millions

59,327

4,821

2,982

534

3,214

535,599

3,259
r ' \

26,625

V7?
1/526

13,016

10,527

9,377

12,735

73,894

72,510

35,604

public debt
% of GNP

46.5

111.8

48. 5

27.8

ISO. 8

38.1

124.8

32.0

468.8

31.3

17.2

66.5

28.5

9O.3

35.5

43.0

5O.O

Current Debt Ser/ice as % of:
GNP Exports of G&S

2.9

7.9

1.0

1.1

4.0

5.7

6.5

4.8

5.4

6.7

5.3

1.9

4.3

8.7

3.7

6.5

6.1

18.4

3.6

16.7

5.3

1O.2

21.6

29.1 •;

19.9

17.6

32.2

3O..8

7.9

29.2

26.2

26.5

37.0
'I ))

41.8

* Excluding India and China.

Source: World Bank, World Development Report,
Y

Table 19, 1987, IBRD,
Washington, D.C., 1987, p 3O.
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oeen drastically curtaiiea. As ?. rssuxt. -.nere r,a f.- Deer, a -.si 
transfer of resources from LDCs co cieveicpea economies annual Lv 
since 1965 i Hayter and watkins, i G37 : Cavanauqn. 1955.'.

Additionally, the crisis is to be found in other conditions, less 
structural in nature. Many of these are inherent in the rapid 
expansion of the state itself, coupled with inappropriate 
policies and roles, and, in many cases, poor management skills 
and weak institutional structures.

One central feature of tne qrowth of external deot for the Third 
World in the 1970s was the pervasive and expanding role of the 
state as consumer, employer, investor, regulator, and service 
provider. Recent. International Labor Organisation data suggest 
rates of growth in LDCs at three to four times that of rlDOs in 
the 1970s (ILO, 19S5: Morrison. 1966 i . <! One of the ma lor 
difficulties with the process of expansion of public spending is 
that it has not been a smooth process. At the same time, 
incremental expansion during times of surplus has not been 
counteracted with incremental shrinkage during times of fiscal 
and economic difficulty. As the World Bank has noted:

In many instances, (public spending'si ratio to GDP has 
remained stable during long periods, only to jump during a 
war or when some new source of revenue was found. Thereafter 
it has seldom deciinea significantly. The dangers^ of this 
ratchet effect can be seen in countries that set their 
spending on the basis of revenue from export taxes at times 
of ,, exceptionally ;/ high prices; when prices collapse, 
expenditures could hot easily be reduced...(1983: 47)

While this growth has been, in part, a response to growing 
demands for improved quality and quantity of public services, it 
has also occurred as government has become employer of first 
resort (and not just last resort) in many areas. One consequence 
has been incredible overstaffing at lower levels, .with 
simultaneous shortages of professional/technical, and especially 
managerial, staffs at higher levels. A recent survey conducted by 
the IMF demonstrates clearly the impact of the role of the public 
sector as employer of first resort, not only within state-owned 
enterprises, but within the central government as well. 13 These 
data are provided in Table 3.

Of particular importance is the share of total employment 
represented by public sector employment for all LDCs, as well as 
the relative wages of the public sector. Several characteristics 
are worth noting. First, while overall government employment in 
LDCs as a proportion of ( total employment is lower than in OECD 
countries, the proportion in the central government is much 
higher. Also, if we consider only non-agricultural employment, 
the share of public sector employment looms much larger (44% as 
compared to 24%). Second, the wage bill of the public sector is

12



hiqher in the developing worla. In CuCD countries, rsovsrnmsnt 
WSQSS are r.vJice per capita income on average, while in LDCs the 
ratio is four times per capita income. Finaiiy, the ourden cf 
government expenditures is felt in anot,he" way: in the expanded 
role of non-financial public enterprises in LDCs. On average, 
fully 29 percent of covernment employment in the Third Worlci is 
in this sector, compared to an average of 17 percent in the OECD 
countries. And in some cases (Brazil and Zambia, for example), 
wages in the non-financial public enterprises represent half of 
the total public sector wage bill (Heller and Tait, 1984).

This chanqed roie of the state as employer is couoisd witn tne 
development over- the past twenty-five years of a state that has 
become inward-look ing , protective, and requ iatcrv . •• * The stacs 
has become crotector of privilege, regulator of competition, anc 
principal investor. As one author notes, 'Some iarce private 
businesses thus often end up as the keeper of privilege granted 
by the state, rather than as Schumpeterian entrepreneurs fighting 
it out in the marketplace" (Baiassa, et ai., 1986: 129). Dynamism 
is forfeited for a concern with maintaining the status quo.

Not only does the state absorb large portions of available 
capital in its role as investor, but the state has absorbed large 
portions of GDP in transfers to state enterprises for consump­ 
tion, especially in energy,/ and in staple goods. For example, 
public sector expenditures as a percentage of GDP for all of 
Latin America grew from 28% in 1970 to 42% in 19S2. These data 
are presented in Table 4. This has been most notable in Latin 
American cases.

The largest portion of this increase is accounted for by the 
tremendous growth of state-owned enterprises; expenditures for 
these grew as a portion of GDP from 9% to 19% between 1970 and 
1982, accounting, by the end of this time period, for a larger 
portion of investment than similar enterprises in aavanced 
industrial countries (Baiassa, et al. , 1986: World Bank, 1987). 
As can be seen in the graphic presentation of Figure 1, the 
growth of state-owned enterprises, while not uniformly rapic 
across LDCs, has been quite dramatic during the 1970s. However, 
the performance of state-owned enterprises does not reflect their 
rapid expansion. While efforts to improve efficiency and 
competition through divesture have seen some success, 
liquidation, privatization of ownership, and even privatization 
of management have not proceeded smoothly (World Bank, 1987: 66- 
68) .

The combination of these factors has led to a recognized need by 
the international community for both a financial response and a 
policy response to the crisis. In financial terms the response 
of the IMF and the World Bank is evident in their increasing 
activity. Between 1979 and 1987, developing countries' 
outstanding drawings from the IMF rose fivefold. During the same
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TABLE 3: 
PUBLIC SECTOR EMPLOYMENT (PSE)

OECD LDCs Africa Asia L.A. Zantoia

PSE share in 
non-agrictil ture 
enpioyment 24.2%

Central qovernment 
share 'in non- 
aqncultural 
eiioLoNinent 3.7

Central government 
share of PSE 34.9

Non-financial 
public enterprise 
share of PSE 16.5

Share of PSE 
wages in 
national income 17%

Ratio: average 
central government 
wage/per capita 
income 1.7

Number of PS 
employees/100 
inhabitants

•43.9% 54.4% 36.0% 27.4% 81.0%

23.4 30.8

SB.7 65.5

28.9 29.0

16.7% 18.5%

2.4

4.4

3.1

6.1

1.9

13.9 20.7

43.3 65.O 50.6

39.0 19.4

N/A

2.9

3.1

45.0

15.O% 26.9

4.6

4.1

4.7

Source: Heller and Tait (1984), Tables 1, 4, 8, 21, 22, 23, 25.
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TABLE 4: 
GROWTH OF THE PUBLIC SECTOR, 1970-1982

Public Sector 
Expenditures 
as ?s of GDP

Countrv

Argentina

Brazil

Chile

Colont>ia

Mexico

Peru

Venezuela

Weighted
average
(L.A.)

Malaysia

Korea

France

Sweden

Great
Britain

U.S.A.

1970

CO

28

41

26

21

25

32

28

36

20

33

52

43

22

1982

35

•-•••-32

36

3O

48

57

66

42

53

28

48

66

49

21

Of which, 
Gtate 
Enterprises 
1970 1982

11

o

5

6

10

4

. 17

9

4

7

6

4

10

10

12

11

10

10

26

32

45

19

34

4

7

6

11

9

Proportion 
of GDP by

(' 1978-80 1

20

39

13

p

24

IS

45

29

33

23

13

11

17

4

Public Sectci 
Deficit 

Ps 3i cf GDP
1970 1982

i in

2 17

5 2

4 2

2 17

1 9

3 4

2 9

12 19

4 3

0.5 3

2 1O

3 6

1 2

Source: Salassa, et al. (1986), p. 126.
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Country

FIGURE 1:
CLAIMS ON THE BUDGET OF NONFINAMCIAL

STATE-OWNED ENTERPRISES
(SELECTED COUNTRIES)

Percentage of GDP at Market prices 
0 2 4 6 8 10

Argentina 1

Dominican 
Republic

1979-80 
1970-73

1978-79

India

Malawi

Panama

! j|liiiii|!liilili!iOIIII:lii! pi liii! 1981 -82

197B

ijiiijiiiijiijiljijiijiiijiiiijiilj 978-79

Sri Lanka am™*^^ ————-————1978330

Tanzania

Turkey

Zambia

ii!:i:l!lii:llll::ljiili 1978-79:

The length of the bars indicates government subsidies, transfers, and net 
lending to nonfinancial SOEs, less SOE dividends and interest payments to 
government, as a percentage of GDP at market prices.

1 Major enterprises only.

Source: World Bank, World Development Report. 1983. p. 75.



.
time period, the Bank approver 121 -structural ana sectoral\X_  o' 
adjustment loans, whicn accounted for some 12 si or total lending
(Hood, et al. . 1986). In 1987, the Sank authorized structural anc. 
sectoral lending equal to 25% of total lending.

The oolicv response of the multilateral ana bilateral lending 
community. as well as a number of governments themselves, to 
these deteriorating economic conditions has been developing 
inchoatelv over the past seven years, and most especially over 
the past five years. However, the theoretical "policy reform 
package" is now well known. as efforts to stem the tide of 
.decline and potential default often have been imposed from 
outside. A si;noie listing of many of the typical measures, 
suffices to stiQgest the depth and breadth of the orthodox reform 
package:

-lower exchange rates;
-greater export incentives:
-less industrial protection:
-tighter monetary policy;
-higher real interest rates;
-less direction of credit;
-higher energy prices;
-smaller (if any) consumer subsidies;
-restrained public spending and a reduction of public 

sector employment:
-administrative and budgetary reform:
-divestiture of state-owned enterprises: and
-increased scope and participation of the private sector.

It is within this context that efforts to improve the management 
and implementation of reform efforts should be seen.
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II. K frxAnfcWuKK i- OR tXAMININia IrlPLihEnf A I iOr-1

It is argued thrquqhout this paper that different LVP«S or 
reform initiatives focus attention on different implementation 
issues, and that lyi t is possible to group reforms in terms of 
these issues. A first issue in the identification of problems 
associated with tne implementation of reform is taxonomic. 
Sustainable reform initiatives. it is often assumea, are 
relatively automatic once thev have been negotiated and 
accepta-a. While this assumption is particularly prevalent in the 
case of macro-policy reforms, rarely are clear, delineations msce 
between the types of Policy chanaes ana t.he relative ease of 
their implementation. .ft

,?  

David Korten (19do) attempts to aistinquish between 'stroke or 
the pen" macro-policy reforms and nucro-poiicv rerorrns which 
often require highly complex and difficult institutional 
chanqes. However, even this dicnotomy underestimates the 
implementation issues associated witn macro-policy reforms. 
Kortsn argues that these reforms have a "minimal requirement 
for the development of new institutional capacities," and that 
although there may be grave difficulties in generating initial 
political consensus, "once the decision is formally made bv ihe 
competent political authority, its implementation is a 
comparatively straightforward process" (.1986:1).

However, 1 would argue that there are few, if any, policy 
reforms that fall into the "stroke of the pen" category. 
Further, "getting the prices right" may be much less important 
than good investment decisions which require more complex 
institutional and informational components.* s In either case, 
reforms and their implementation are processual, involving on- 
goinq decision-making among relevant stakeholders who are 
affected by and affect the content of reforms in context.1* 
Reforms are rarely, if ever. settled "once and for all." In 
fact, the "failure" of reform initiatives of various kinds and 
at various levels may be closely related to the failure of 
regimes and donors to account for the varying requirements of 
implementation.

Grindle and Thomas (1987) distinguish between "pressing reforms" 
and "chosen reforms" based upon the means by which policies 
become part of the agenda. Pressing reforms, a term borrowed from 
Albert Hirschman, are those where there is a clear perception of 
crisis. These policy issues involve high stakes, thev generate 
considerable political opposition, thev are highly visible and 
emphasize ma.ior changes, and they are "decided" (i.e., become 
part of the policy agenda) by relatively small numbers of 
decision makers. Pressing reforms, then, are of high risk and 
have critical implications for the legitimacy and viability of 
the regime. But, once there is reasonable political consensus
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amcna relevant policy, makers aoout these reforms. cne:r 
implementation is less eventful.

By contrast, chosen reforms are mucn less ofcsn macro-ooiicv 
initiatives. Rather, they tend to be sectoral in nature. Because 
they affect and are affected bv the institutional context, the 
process of implementation is more prolonged and problematic. As a 
result, the sustainabilitv of these reform initiatives is a 
function of institutional and bureaucratic compliance and action. 
In this fonnuiacion, a more realistic discussion of the nuances 
of differences arconq reform types can be seen. Thus, reform 
initiatives san oe categorized in tnat there are discernible 
characteristics. The approach taken nere para lle;2;s^.-ana refines 
tne discussion of lanndle and Thomas. In. is a r cue a' that reforms:

{f 
have identifiable tneoret-icaj objectives. and are
thererore, "targeted";

; " I 'I

engender specific actions because /''of the theoretical 
basis for the achievement of tneir objectives;

.; involve differing time frames for the expected 
achievement of results:

have different, sequential requirements for the 
initiation and implementation of actions.

If reforms can be grouped by some guiding theoretical purpose or 
goal, and if their purposes suggest or direct us to systematic 
and consistent sets of actions that ougnt to be taken, then there 
may also be consistent implementation requirements associated 
with different reforms that are necessary for their achievement. 
Several hypotheses sucjqesc. themselves:t'   -

Certain kinds of reforms may require greater (or 
lesser) institutional apparatuses for their 
achievement or implementation;

Certain kinds of reforms may require a greater (or
lesser) degree of political will and leadership for
their successful implementation and accomplishment;

Reform initiatives cannot be treated as discrete 
projects. They interact, they create externalities 
which affect other reforms, and they are not mutually 
exclusive;

Different reforms may pull institutions and processes 
in different, and possibly contradictory, directions;

Different donors, as well as different stakeholders 
within the country, have different agenda, and these
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a-^snoa nsec not oe - jr.o of ten c.rc not. - rr.u tt:ai: v. 
reinforcing or suppor :.iv*3.

Thus, different types of reforms systematically will nave 
different kinds of implementation oostacies: these impediments 
wil] occur at different stages in the implementation process: 
and they will occur at different "sites" of decision-maKing and 
action. Two issues related to the "site" of decision-making 
are:

Certain reforms should 'theoretically occur "prior" to 
others and must be in place before others can be 
achievec, eithar for reasons of tneir economic 
rationale or tor reasons of political and institutional 
capacity:* '

The "locating" of reforms. both in terms of ths path 
they take through institutions, and in terms of 
interests affected, is important.

Finally, the intent here is to identify systematic problems of 
implementation. However, this is not to suggest that a simple 
blueprint, can be offered. in fact, quite the opposite is true. 
Implementation issues are contextual: the context in which 
reform is introduced and in which reform is implemented is 
critical. Different environments, different behavioral modes and 
responses, different institutional settings, different regime 
goals - all of these affect the paths toward implementation and 
the viability of reform. The dynamics of implementation do not 
occur outside of the context of the country in which reform is 
being conducted (Grindle. 1977; 19BO).

What is argued here is that if we can identify ex ante and 
theoretically. and empirically. those potential obstacles that 
affect implementation, then we may be aole to design 
interventions that will assist in the alleviation of some of the 
implementation problems, prior to their appearance or in 
response to their appearance.

In this section three issues will be discussed: First, an 
attempt is made to provide a typology of adjustment or reform 
initiatives. Strategies of adjustment can be distinguished based 
upon their economic purposes. Second. I suggest there are a 
series of critical issues related to implementation. A growina 
body of literature attempts to address the bottlenecks of the 
implementation process, ana argues that different implementation 
issues affect different components of the policy-making arena and 
policy outcomes in different ways. 18 Finally, an attempt will be 
made to link "clusters" of reform initiatives to the discussion 
of the effects of different implementation problems.

A. Types of Adjustment Policies 1 '=*
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m= various ~eform initiatives tnat have been pursuec tn.-o'j 
the 1980s bv ths aonor community and nost government^ can 02 
characterized and typologized according to the obiec^ives of 
these initiatives.

1. Liberalizing the Economy. A first set of rsforms or 
"adjustment" policies has as its objective the liberalisation of 
the economy, primarily (although not exclusively; through 
macroeconomic policy change.

Within this categorv, three different sets of reforms oan oe 
distinguished. A first set. of policies aims at the reduction of 
effective demand and utilizes traditional tools of demana 
management, i hsse policies mav oe characterized t>y their 
relatively short-term time horizon, bv their emphasis on 
reducing imbalances in the external accounts and the domestic 
budget through expenditure reductions, and by their focus on tne 
macro- financial conditions of the host country (Cornia. Jolly-; 
and Stewart, 1987).

It is these policies that we ordinarily associate with tne 
International Monetary Fund, which we most often think of as the 
"stroke of the authoritative pen" policies involving central 
government decision makers (Korten. 1986 ). 20 As Cornia, et al. 
(1987: 50-51) note, these policies generally include such actions 
as the tightening of monetary policy, removing or reducing wage 
controls, reducing credit ceilings, and policies aimed at 
restricting real incomes!; :

A second set of policies aimed at liberalising the economy is 
often associated witn the approach of the World Bank. Policies 
aimed at the shifting of i> productive resources from the non- 
tradeabie sector to the tradeable sector. and from consumption 
to investment, have as their objective the expansion of the 
supply of goods and services within the country. 21 Macroeconomic 
structural adjustment policies aimed at the expansion of the 
supply of goods and services tend to have a longer time frame 
than stabilization policies and are intended to complement the 
thrust of stabilization policies. Key to these policies is an 
emphasis on allocational efficiency, encouraging market-oriented 
incentives, and utilizing the state as a stimulus to private 
sector market efficiency rather than as a regulator of the 
private sector (Cornia, Jolly, and Stewart, 1987).

Examples of policy instruments would include those policies that 
enhance the mobility of factors of production (labor and 
capital), particularly through the alteration of pricing 
policies and subsidies, tax policies, and other trade 
interventions. Again, a number of these policies are often 
thought of as one time reforms, requiring little more than an 
authoritative stroke of the pen subsequent to the realization of
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soiTie political consensus. Whiie i aro.ue Lnai. the i ITIP l3inanta t.: en 
of these "prassina reforms' a:. E.ns niaor- level may require iesr 
bureaucratic ano^ institutional actions and mor 3 hiah level 
political commitment, it is overlv simplistic to ignore the 
potential institutional implementation issues that mav oe 
associated with these efforts (Grindie and Thomas. 1987).

A third set of reform efforts to liberalize the economy focuses 
more directly on specific sectoral activities to expand the 
supply of goods and services. While these initiatives are in 
many ways indistinct, from the aoove "expenditure switching" 
policies at the macro level in terms of ob)ectives, there ars 
clear distinctions to be mads regarding the implementation 
issues that mav arise. Examples of these rsform initiatives 
would include specific price and suosidv policies aimed at 
benefittinq a specific sector, 'such as, for exadiPis. 
agricultural producers. These reforms are much more likely 
(although not necessarily) to involve non-central ministry 
institutions and to require actions at the line ministry level, 
among a particular group of producers, or in geographically 
distinct areas. As a result, the kinds of implementation issues 
that arise may be very different.

The recent shifts in the emphasis, of the World Bank, as well as- 
the long-standinq focus of much of USAID reform policy, are 
sectoral in nature. Here, allocational efficiency becomes 
comparative sectoral efficiency. 22 In particular, much of the 
thrust of structural adjustment and policy reform distinguishes 
between macroeconomic policy and the special needs of the 
agricultural sector. 23

It is important to note that the earlier distinctions among 
stabilization and adjustment policies have become somewhat 
arbitrary of late, and the distinctions between macroeconomic 
policy and sectoral policy .reform initiatives aimed at 
liberalization have also recently taken on increasing 
importance. This is particularly true of the approaches) taken 
by the World Bank. 24 Similarly, the International Monetary Fund 
has moved away from strict stabilization short-term policies 
toward "structural adjustment", through the creation, in 1986, 
of its Structural Adjustment Facility with SDR 2.7 billion 
available, and the adoption of a three-year planning and policy 
hori zon. 2&

2. Reforming Organizations. A second clustering of reforms 
has as its objective changes in organizations themselves. Here, 
actions aim at reducing both the fiscal drain of the public 
sector on the economy and at reducing the distorting effects of 
the public sector. In many ways, it is in these reforms that the 
bias by the donor community against the public sector becomes 
most explicit. While concern for the size and efficiency of the 
public sector are expressed in these initiatives, actions that
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will arsure the organizational 3r=d 'political pa.I iis .tan  . i tv -jf 
these reforms are rareiv examinee car;3f ui iv. Tnis CVPS of reform 
initiative particularly involves trie nss<J for focusing :n 
implementation problems. Again, we can ciisti ncjuish among these 
reforms aimed at altering the orqani zations of government, 
directly.

A first objective of reforms targeted at government itself is a. 
reduction in the civil service. A second objective of these 
reforms is to reduce the size of and/or alter the efficisrcv of 
the parastatai sector. In this category one finds much of the 
effort toward divestiture ana privatization.' 6 Finaliv, a thirc 
objective of these reforms is to restructure or reorganize the 
public sector itself.

Each of these objectives aims at improving the efficiency of 
public sector operations anc to improve the capacity of the 
public sector to respond to, and stimulate activities of, the 
private sector. Thus. improving market oriented incentives, 
reorienting the behavior of the public sector away from an 
"inward orientation" and toward an "outward orientation," 
improving the planning and budgeting or financial management 
within government ministries. and decentralization, 
privatization, and speeding up overall government efficiency are 
the clarion calls of these reform initiatives .?'f

Each of these reform or adjustment initiatives suggests a 
different set of potential implementation obstacles. The content 
of reform initiatives implies different institutions affected and 
different paths to effective implementation. Among the key 
questions that need to be addressed for different reforms are the 
following:

Who needs to be consulted in the negotiation process?
:)

Where must consensus be reached regarding the reform 
initiatives?

What institutions in the host country are immediately 
affected by the need to implement activities?

., Which reforms may require long-term gestations before
"sustainability" can even be evaluated?'/

What are the potential impacts on larger societal 
forces, and do these forces present potential demand- 
making capabilities?

What are the potential impacts upon vested interests or 
stakeholders inside government (bureaucracy, political 
party officials, etc.) and outside in society?
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For examoie. Grindls ana ihemas ii^S/i, 
argued chat for macro-coiicv or aressin« 
issues: are regime stability, recums maint 
consensus buiidinQ and commitment, 
institutional "sites" of decision-making 
level. Sustainability, then, is the ab 
level political consensus and, in essence. 
Decisions about "who" will implement re 
guided by where there are v1) "sites" 
political consensus: (2) "sites" that can 
technical decisions: and (3) "sites" tn 
information flow to leadership.

nd Korean -, i9ra . hav= 
r of oriTis. :. he. o r i no i p i = 
= na nee, % no P •;• i 11 i c a i. 
There ars fewsr key 
and these are of nich 
ility co main tain high

the social contract, 
forms of this kind are

that can qenerate 
accompiisn high level 
t are linKed bv an

On the ot^'er hand, "chossn reforms,' 1 or Kcrten 3 inicro-colicv 
refcriTis, involve ;norn si tss of decision-making. nave qreater 

^organizational concent, and decisions about the 'who' of 
implementation are guided more by | the technical logic of tne 
reform than oy t*"16 ), poli tical logic of reform. As we move 
increasingly toward sectoral and -organizational reforms, issues 
of regime maintenance and legitimacy play less of a role, and 
organizational/bureaucratic concerns become more central.

'!

!i
Lamb (1987) offers a somewhat different "strategic mapping" of 
potential implementation issues. He suggests that several issues 
need to be resolved during the policy process to assure (> 
effective policy management (as opposed to conventional 
institutional development approaches). 23 Synthesizing his 
concerns, the following key questions must; be addressed:

i

What functions need to be performed to carry out the 
reform? That is, what are the key components to the 
policy decision-making process?

What units, agencies. or organisations control these 
functions? This may mean 'tracking a policy across 
organizations or units.

What policy analytic capabilities are needed, and how 
can the reforms be made less institutionally 
demanding? ,

Who are the effective stakeholders in the process? 

And, I would add:

Are there key sequencing and timing issues that need to 
be considered in the implementation of a given reform 
or combination of reforms?

Thus, there are a series of strategic choices that must be made 
during the design and implementation process, choices regarding 
program design. institutional setting, analytic capabilities
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recsuirea. -fnrssct of and on bs.ne- icisries or stak3noi,qe ;-s. ana 
tuning of initiatives. Different reforms will involve ciffareni. 
strategic cnoices. Therefore. there are c-iffsrent "^ar.hs' ot 
implementation for reforms dependent on the content of the 
reform. As a result, different potential implementation issues 
become of relevance. A schematic representation of these issuas 
suggests itself:

Different reforms have different theoretical objectives ——> different 
prescriptions ——> different instruments of action ———^different 
implementation problems arise ———> different types and sites of 
interventions. ,,

In the following section we will examine some of tnsss ootsrtiai 
implementat-ion botc-ienecks in r,he process.

<v
8. Potential Bottlenecks Related to Imolementation

Our discussion of the types of reform initiatives suggests that 
there are meaningful ways of clustering reforms foqth from an 
economic as well as a politico-administrative perspective. The 
prior section focuses on the identification of these clusters. 
Here we take several steps back to identrfy~issues that have been 
raised as potential bottlenecks in the implementation orocess. 
The key question here is: can we identify generic factors and 
variables that affecc the implementation of any policy?

A first factor that will affect the implementing of policy change 
is the intensity of the change required by policy initiatives. 
Some reforms are much more intense in terms of the .oolitical will 
required to sustain them, while otners are more intense in terms 
of the administrative or organizational needs for sustainabilitv. 
Some reforms are intense in both political and administrative 
terms.2^

Political intensity of reforms suggests that some issues require 
careful consideration of the degree to which sustainabie 
political commitment will be required for the continuity of 
reform. In particular, the salience of reform for powerful 
political interests in the society needs to be considered. Do 
reforms "threaten" powerful groups who may be able to affect the 
viability of political consensus about these reforms? Do reform 
initiatives require a modification of the political or social 
"rules of the game," that is, the social contract extant in 
society?

Often, those reforms described as "stroke of the pen" are 
characterized bv the high degree of prs-existing consensus that 
is required for sustainability. Many macroeconomic reforms 
require little beyond sustainabie political will and leadership. 
Here, h.he strategies for sustainabie implementation may require:
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the political ^ii.iiale: i 3 ) strsng therms par ticuiir J.B ;:;:T_J. ̂ i'-- e 
or executive institutions to serve as "baronietsrs" anc g-stherinc. 
points of legitimacy and consensus building; and/or (4; pr"viaing 
visible "success measures" to reinforce existing commitment. For 
example, in some cases the donor community may be able to "rcvide 
external surrogates in the form of increased aid packages to 
compensate for the absence of sustained political commitment.

A second issus of intensity is administrative. Some reforms 
recsuire greater concern tor t.h^ organizational and ad.Tii nisi-rativa 
complexity of change. Does a particular policy reform rsauir-s 
chanqss in the administrative goals. Drccecuril charac:eristics 
or institutional behavior of the bureaucracy? Does L,-.y rsrorm 
require ra-routini ration of bshaviors or car. it be aoactsG to 
existing)) bureaucratic behaviors? Does reform 'sauire the 
establishment of new operational activities for the. bureaucracy?

A related issue of administrative complexity is the issue of 
"si ting" of reform. Reforms involve greater or fewer numoers of 
sites of decision-making before and during the orocess of 
implementation. The greater the number of sites of decision- 
making that may occur during the implementation process, the 
greater the possibility that reforms can be. distortsd, or worse, 
effectively blocked. Mechanisms to limit the number cf sites of 
decision-maKinQ can facilitate the implementation effort. 
However.^the converse may also be a problem. Where decision- 
making is overly centralized and hierarchical, implementation may 
be more problematic as well. The fewer the number of sites of 
decision-making, the greater the intensity of decisions made at 
those sites.

Another potential implementation bottleneck is the containability 
of reform initiatives. Are specific reform initiatives 
"contained" within a single institution or are decision-making 
and the effects of reforms spread across institutions? Where 
there are multiple institutions involved in the implementation 
process. coordination among these is critical. Similarly, some 
reforms generate externalities that affect other re-norm ef-'orts. 
In that sense, some reforms are less self-contained in terms of

other initiatives. Where there are strong 
reform or where there is multicollinearits' 
issue of coordination becomes even more

their relationship to 
externalities of a 
among reforms, the 
pronounced.

The interrelatedness of reform initiatives raises yet anotner 
issue: the sequencing and timing of reforms. As noted earlier, 
there is a clear economic rationale for sequencing reforms based 
upon the prior necessity of certain actions for the successful
implementation of 
stabilization prior

subsequent actions. The economic logic of 
to structural and sectoral adjustment is key
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social timing that a^ise during the implementation arcc-sss. fhesrj 
issues of timing involve factors such as the need for analytic 
capabilities prior to the introduction of a reform, or the 
strengthening of a given organizational unit's decision-making 
capacity prior to the introduction of reforms requiring 
implementing action on the part of that institution. Similarly, 
the strengthening of procedures and functions within an 
organization, such as planning and budgeting, mav need co precede 
actions on reforms which require that institution.

In addition. the issues of timina and seQuencina acdress 
increasing concerns aoout the absorptive caoacitv of ref ormi r> r-~" 
governments. Often. for example, one hears that r.he reason ror 
"f aiiure" has been 'too much, too soon. ' fe t , littia prior advice 
is offered in terms of how much is too much, when 1 1 is too much. 
and what can be.Jbne to increase appropriate absorptive capacity 
in a systematic was' .

A further factor that may affect the sustainabi li tv of a reform 
initiative is the degree to which that initiative requires 
organizational "learning" . Much of the work that David Korten has 
done concerning micro-policy reform focuses attention on this 
issue^l The greater the need for social and organizational 
learning, information, and feedback in a reform initiative, the 
greater the probability of difficulties in the implementation

We can identify an additional implementation bottleneck that may 
arise, one that focuses our attention on the larger picture. All 
of the above political, administrative, and inter-ins 1 1 tutional 
issues occur in a context or environment of reform. The degree to 
which any or all of these factors may be more or less salient is 
contextual and subject to change as : <the context itself changes. A 
concern with sensitivity to, and the monitoring of. the larger 
context is a critical issue that cuts across the set of issues 
noted above.

Finally, there is a need to address the issue of the reforms 
themselves. Part of the problem of implementing reform 
initiatives may reside in the reforms and in the donor community. 
Some of the problems of implementation are as closely associated 
with the capacity of the donor community to carry out the reform 
in terms of the predilections, comparative advantages, style, and 
"match" of the donors with the reforms as they are with the 
capacity of host countries to implement adjustment.

For example, given the style and role of the IMF, are there
certain kinds of reform issues for which it is better suited than
others? Does the absence of a field-based continuous presence on
the part of the IMF limit its ability to sustain reform
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.2 certain type? Are fnicro-soi i 
ie.fr. to other cvpes or actors

r 3 forms mo™initiatives. o~
appropriately
community? Just as Korten notes c-he limited aoiiitv of c.ne ma.-ior
multilateral donors to conduct and effectuate <nicrD-Poli ~v
reform. is it not also likely that' PVQs and NGOs are
inappropriate agents for implementinq macro-policy initiatives?

C. A Matrix of Implementation Problems

While our intention here has not been tc proviae ei^ner an 
exclusive or exnaustive characterization of potential 
implementation issues, we ars concerned with tnoss that are the 
most salient. We have identified nine such factors -.hat. mav 
affect implementation (I):

Political intensity (PI);
Administrative complexity (AC);
The number of sites of decision-making (S):
The degree of bureaucratic routi nization or change
required ( ,) ;
The deqree of sequencina or timing reauired (T);
The containability of reform initiatives (C):
The amount of organizational learning and information
required (L);
The relatedness of reform to the larger context or
environment CEj; and
The donors' compatibility with the intended reform in
terms of organization, skills, and goals (DC).

Thus, the potential for bottlenecks in the implementation of a 
specific reform or a package of reforms is a function of the 
degree to which these factors are relevant:

I = (PI, AC, S, T, C, L, E, DC).

One can think of the strategic management of policy reform as the 
effort to account for these potential implementation pitfalls in 
the design and conduct of reform. Strategic management requires 
the design of management interventions that respond to 
implementation obstacles as they are manifested in different 
reform initiatives.

Our ability to "forecast" or diagnose the potential pitfalls of 
implementation is related to our ability to determine how a given 
reform type moves along the path toward implementation, and the 
degree to which these implementation bottlenecks are relevant. 
The identification of these linkages in the implementation 
process is a process of strategic mapping. Strategic mapping 
requires the identification of "locations" where either potential 
or manifest implementation obstacles appear as places for 
designing interventions.



r°, 2. I attempt to provide a matrix for tns exam i r.a :. i c r. or 
these relationships between categories or clusters ct rsrorrr. .ar.rs 
potential implementation issues. The horizontal axis provides a 
categorization of various objectives of reform. as describee in 
'"thej/f i rs t section of this chapter. The vertical axis provides a 
typology of the potential bottlenecks of implementation.

The argument here is that some of the cells in the matrix are 
more important as potential implementation Pitfalls rscuirincs 
actions to minimize their impact. For example, under macro 
policies aimed at liberalizing the economy through the reduction
of dernana, 
intensity

the potential for 
are of Qreat

problems 
salience.

of heightened 
Thus,

.ameliorating these tensions 
/intervention .

pen r.i c-ai
for
for

Similarly, reforming the civil service mav have repercussions at 
various levels and at various. times. Ultimately. however, ths 
implementation of civil service reform recuirss the establishment 
of bureaucratic procedures for determining civil service needs, 
qualification systems, testing procedures, mechanisms for the 
release/retirement of personnel, and pension and other in-kind 
remuneration schemes. All of these, and other issues, are ones of 
administrative intensity and complexity. v» Yet, the potential of 
civil service personnel to form a salient stakeholding force with 
the capacity to make demands is an issue of political intensity.
Resolution of 
levels .

the issue, therefore, may require action at both

I will return to an application of this typology after a 
discussion of the specific context of Zambia's reform 
initiatives.
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FIGURE 2: 

MATRIX OF REFORM INITIATIVES
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IV. AN HISTORICAL BACKDROP TO ZAMBIA'S: 
POLICY REFORM INITIATIVES

Zambia's development crises of the 1970s and 1960s are not unlike 
those that have plagued most of sub-Ssharan Africa. Constraints 
to development are found both in a set of internal factors tnat 
accompanied the DOSt-indepenaence period, as well as in external 
factors that have exacerbated conditions dramatically in tns past 
decade. })

InternalConstraints to Zambia's Development

Anv short, list of these internal constraints would include: the 
incredible scarcity of skilled manpower. particularly at higher 
levels: the disiuncture betwesn political independence and 
economic independence, manifest most clearly in the ownership and 
management of trade and industry by expatriates, as wsii as by 
their presence in the wage sector; political fragility and 
institutional weakness; and unarticulated or disarticulated 
national economies. 30

These internal constraints of the post-colonial period have been 
severe, in the oeriod immediately following independence through 
1975, Zambia was one of the most prosperous countries on the 
African continent. However, economic prosperity did not mean 
economic independence. Similarly, political independence did not 
mean economic independence. Post-colonialism was characterized by 
the lack of indigenous capital accumulation of a self-sxpar.dinq 
nature, effectively limiting growth in the economy. Non- 
indiqenous capital was only minimally involved in domestic 
political processes, and the emerging state was developing with 
limited autonomy from non-indigenous groups. Mush of the 
prosperity, however, was tied to a single export product: copper. 
While other mineral exports (zinc and cobalt) contributed to 
export earnings, it is clear that copper was and is king in 
Zambia. While copper prices remained high in the international 
market, Zambia was able to generate large financial surpluses, 
surpluses that financed the economic nationalism of the Kaunda 
government. 3 J

In the immediate post-colonial years government did little to 
alter the inherited economic structure except to introduce largo 
increases in social welfare activities. However, by 19&7 the 
clear recognition of the gap between control of the polity and 
control of the economy was evident in the emergent doctrines of 
humanism and economic reform. These reforms were aimed at 
increasing indigenous control of the economy by (1) reserving 
sectors for exclusive indigenous control (retail and wholesale
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tracs ir-'J i l-ji r.-~, Tiacsr i3is inriL-^ t.'":e=; . anc  rar.ip 
(2) £t.ace takeover's cf aicsc trials :nar.u-ac tur ing indur: tn =T ^r-;. 
in i ci i9 of trie ?iant ccooer nin.i'vq companies. The iron.v ;T -.r-i's 
emergent philosophy was that it was clearly more anci-i:r;P3ri;ii r.sr, 
than anti-capi taiist , resulting in a reduced share of -ns economy 
by multinationals, but also in che . continuation of maintenance 
through expatriate influence, knowledge . and skills. There was- no 
clear impetus to develop domestic management capabilities because 
of the continued reliance on expatriate skills.

The acute shortage of manpower i-jas Perhaps more dra.nati'c in 
Zambia than for 'nanv of the other nswiv formed African nations. 
The deliberate colonial policy of withholding -secondary education 
until the i-^Os . and or locally based higher education throughout 
the colonial period, had a severs impact on manpower deve Lcpmsnt . 
Training for Africans within the civil service was wea:-: until the 
establishment of a staff training college in 1962. Similar 
weaknesses were es'idenc. in small scale artisan training as well. 
This problem was so severe that Zambia entered independence 
"without, o. single African technician in one of the most 
industrialized societies on ths Continent."-32

An early manpower studv suggested that approximately 62=.; of the 
total employment of traine_d manpower was expatriate (Jolly and 
Colclough. 1972: 21O). At the start of 1964, there were a mere 
109 Africans with a university education and slightly over 1 . 2OO 
with secondary school degrees (, Dresang and Young, 19SO: 60). 
Thus, at inaependence Zambia was faced with the dramatic 
constraints that limited skilled national manpower implies. 
However, in addition "Zambianization" was not onlv a matter of 
replacing colonial officials, but also of coping wiLh the rapid 
growth under the impact of its first two development plans and 
sharp increases in the public sector.

Evidence of other internal constraints aoounds: the overwhelming 
dependence on the copper industry; limited indigenous industry. 
even on a small scale; and the paucity of indigenous control over 
key sectors of the economy. such as commerce. financial 
institutions, and commercial agriculture. While a series of 
domestic economic reforms were introduced in the early vears of 
independence with the expansion of state control, little change 
occurred in the problems of dependence on expatriate managerial 
talents, the dominance of an export-oriented, import-substitution 
industrialization ( ISI ) , or a capital intensive development 
policy with a strong urban bias .

Nor did change occur in the problems of a lack of a coherent 
public sector apparatus (Tangri, 1980: 6O-68). Data from 1975 
suggest the severity of the problem, as well as the even more 
dramatic problem of expatriate presence in upper level positions. 
As can be seen in Table 5, there is close to an inverse 
relationship between level of employment and Zambianization of
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1
i n e .11= .. =,

likely chat a Zambian would occupy/the position. Wniie V3 percsnc. 
of the clerical and related oositions in Divisions i and II i the 
upper levels of the civil service j were held by Zambians oy i.975, 
only 41 and 14 percent respectively were Zambian in the senior 
civil service positions of superscaie and professional.

TABLE 5:
ZAMBIANIZATION IN DIVISIONS 

(By position)
I AND II

Category by 
hierarchical order Total Lir.z loved .iambi an

Clerical i related
Secretarial
Executive & Administrative
Technical
Professional
Superscaie

Source: Zambianization in the
Dresang and Young (1980:

5,489
1 , 389
5,429
4 . 208
1 .322
1,235

Public Service,
77).

93 . 0%
69.8
77.5
66.9
14 .4
41 .4

as cited in

The institutional weaknesses 
only from the severe lack of 
of a piecemeal expansion of 
by the state. Jerry-built 
parastatal sector compounded 
of the central governmental 2

of the public sector stemmed not 
manpower; it was also a function 
governmental functions acquired 
administrative structures in the 
the administrative difficulties 
;tructure.^3 As one author notes:

Very few civil servants were experienced in the 
formulation and implementation of policies for rapic 
economic development. In the private sector, local 
managers had hitherto been entirely dependent upon 
policies originating in Rhodesia or South Africa. Almost 
by definition, the parastatal organizations were federal 
in character and management. Thus upon independence, 
parastatal institutions from the Agricultural Rural 
Marketing Board to the Bank of Zambia had to be created 
ex nihilo in a very short space of time (Elliot, 1965. 
Cited in Tordoff, 1980: 6-7).

Not only was there a constancy of reorganization and 
expansion of the functions of the central ministries, but in 
addition, the growth of the parastatal sector was nothing 
short of phenomenal.3* During the five year period between 
1963 and 1968, there were four jobs created in the public
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•sector tor s/erv iou c-r3ai.sc: sisev-insre in r.h= scono;iv-- vini.e 
this increase siowsc ic-wn. -co too aid econcmi; rjrowr..~; ai a 
result, there was still tn= creation of two anc 3n = -r.cir 
positions to every one elsewhere in the economy ( Dr333rg arc 
Young, 1980: 90;.

This expansion of the state was a clear element of Kaunca s 
Humanism and its emergence as an economic aoctnne. In 1965. 
the State took over, on a 51 percent shareholding basis, 
twentv-six large farms in construction, commerce. and 
transport. These firms were "invited" to sell 51 percent of 
their shares to ,.ths Zambian government. One year later, tns 
mining companies "f'oi lowed, and in IS^TO insurance anc builaing 
industries were taken over. While these actions increased the 
State's participation in anc control of the economv, -he 
irony in much of '-ne takeover is that it was occurring just 
as the economv was beginning to slacken, in particular, while 
copper prices were high immediately upon the assumption of 
control by the State, five vears later \, the decline in the 
price of copper would make that State control somatning of a 
financial burden.

Nowhere is this sta>te expansion more evident than in the
parastatal sector/:'\!>

State-owned companies and statutory bodies, operating to 
a varying extent independently of civil service and 
parliamentary controls, continue to extend the long arm 
of the State into the most vital areas of Zambian 
economic and political life" (Tordoff, 1980: 20).

In the first years of independence, both new and extant 
parastatal organizations were used to provide a whole range 
of new services, to reorient transport systems, and to take 
majority ownership in the commercial, industrial, and mining 
activities in the country. However, the expansion has been 
erratic, and not well coordinated, and the "resulting .jerry- 
built structure has been the object of increasing attention 
and experimentation as the country's leadership has struggled 
to define further the role which these now powerful bodies 
should play..." (Johns, 1980: 104).

Zambia's major "commercial" state corporation. INDECO, was 
given vast new responsibilities and powers in the negotiation 
of the takeovers and in operating these and other commercial 
activities in the economy. 35 In so doing, INDECO almost 
immediately became a super-agency, an enormous industrial 
corporate giant involved in production and distribution 
systems. By 1980 INDECO encompassed 29 firms in such 
industries as food processing, building supplies, metal 
products and chemicals. It provided jobs in 1979 to 25,000 or 
55% of the total manufacturing employment. The INDECO model
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was ao sarve for fur.'jrs state actions ir. c.r.3 scc-norny: "'InDCCu 
was crsatsd for the mi nine sector and FINDECO for directina 
most of the financial sector.

Finally, all three of these were placed under the direction 
of a newlv created "all-embracing 'conglomerate." ZlhCQ 
(Johns. 1980: 107). Further reorganization of ZIrICO 
substantially increased its power in 1978. As a result of the 
reorganization, ZIMCQ would retain onlv two relatively 
autonomous holding companies, INDECO and NIEC. the national 
corporation control ling imports and exports. Ail others were 
abolished. As a result, all subsidiary bodies (of which chsre 
were 117) came to fail directly under the ZlhCG Board. Aisc. 
several statutory boards were placed ur.dsr ZlrlCO in ar effort 
to increase their self-suf f icisnov . including the Zambia 
Railways, Zambia Airways Corporation. c.he Rural Devsioc-irent 
Corporation, ana the Posr.2 and Teiecommuni cations 
Corporation. This reorganization resulted in :nuch greatar 
autonomy for the parastatais, bypassing the national planning 
process (NCDP), among other inter-ministerial functional 
needs., At the same. time, operating on a for-profit basis and 
under cost efficiency rules, the hope and the effort was to 
reduce the inefficiencies of the state sector.

Similar expansion occurred in the non-commercial statutory 
bodies and smaller state corporations. Reorganizations led to 
the creation and dissolution of a number of state-owned 
organizations, including, among others: (1) the creation of 
NAMBOARD from the merger of the Grain Marketing Board and the 
Agricultural Rural Marketing Board; (2) a new Rural 
Development Corporation responsible for rural credit; (3) the 
Zambian Electricity Supply Corporation (ZESCO); (4) the 
National Transport Corporation (NIC); and (5) the National 
Hotels Corporation (NHC) . Reorganization followed reor­ 
ganization .as ( the government attempted to rationalize and 
streamline the operations of these multi-faceted bodies in 
addition to efforts to make them responsive.

The evolution of this somewhat haphazard system of quasi- 
governmental expansion has meant a governmental 
organizational mix that is partially removed from the control 
and oversight of either the legislative body or the central 
bureaucracy. In addition, their relative autonomy has meant a 
lack of openness to political control, limited effective 
coordination among themselves and with larger national 
central development planning agencies, and in many casss 
insulated inefficiencies and costs to government.

The case of NAMBOARD is instructive in this regard. 
Government control of maize marketing goes back forty-five 
years and by independence most longer-distance agricultural 
marketing was government operated or subsidized. Independence
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Several authors have pointed to the constantly recurring 
problems of poor performance and mismanagement, much of it 
inherent in the conflicts and overlaps between NAMEOARD and 
the quasi-parastatai provincial cooperative marketing unions 
(Good, 19S6: Kvdd , 1936). The existence of two official 
marketing organizations resulted in che duplication or 
functions and inef f icienciss \Good, 1986: 2 <~ fr

Out of the real i .ration o~ these overlaps came :.r.e cai: for 
the c-hasing out of one or the other or for a msrqer. I- th = 
1970s, the response of :.he Zambian government "was to expand 
the role of farmer cooperative unions for general purpose 
marketing in rural areas, especially in terms of their 
purview over intra-provinciai marketing. In the early 1980s. 
the cooc-s inherited NAHBGARD's monopoly in certain products. 
As a result, NAMBOARD responsibility was reduced to inter- 
provinciai trade . stock holding, and import/'expor t . The 
result was massive contraction of NAMBOARD: 80% of ^he staff 
was released and there was a loss of depots outside ma jot- 
towns. CKvdd, 19S6: 248).

However, in the ensuing years the COODS exhibited even more 
mismanagement and corruption than had NAMBOARD. The same 
problems of cash flow and liquidity crises appeared. 
Cooperatives seldom made purchases from farmers from their 
own financial resources, relying instead on government grants 
or through bank-guaranteed overdrafts, or both. One effect 
exemplifies the problem: checks issued by the Eastern 
Cooperative Union, valued at over K15 million, were 
dishonored by Barclays Bank (Good. 1986: 261). 8v the and of 
the third season of coop control, the government gave control 
back to NAMBOARD (January, 1985) for intra-provincial maize 
marketing, yet the cooperatives were not abolished. Since the 
coops still had the depots, they effectively had to be worked 
through by NAMBOARD ( Kydd , 1986: 249). One consequence was 
the increasing power of NAMBOARD in the post-1985 period by 
their withdrawal of marketing functions from the 
cooperatives. By mid-1985, total confusion was evident in the 
functional and organizational structure:

NamBoard had acquired increased powers and functions 
[for purchase, haulage, and storage of crops] which it 
was known to be unable fully to carry out. The 
cooperatives had supposedly been deprived of their 
marketing functions, but were expected to render 
important assistance to NamBoard in areas where they had 
lost,, powers. Furthermore, inef f icienciss and



ent. in rsiatsc activities * ur T-.c
capability of the harvest, to be? successful: sr.at.s of tns 
roads, availability of -spare parts, fual, ^rzir. oags
(primarily imported)" (Good. 193p,: 2ti ; .

/i
The overlap of activities involved the Ministry of Wcrxs, the 
Ministry of Power, licensing through the Ministry of CommercB 
(for fuel import licenses), foreign exchange secured through 
the Sank of Zambia (for .fuel and jute bags). NAMBOARD, the 
co-operative unions, tha Truckers Association. and ^he 
Ministry of Agriculture. 'Thi? case illustrates many of the 
profoisms inherent in the vagueness of lines of authority and 
responsibility, the relative autonomy cf the oarastatals, and 
the general incoherence in the administrative structures of 
the uovernmsnt.

By the .Late 1970s. the parastatai sector was che largest 
component of the Zambian economy, generating well over half 
of GDP and providing a third of all wage employment (Johns, 
1980: 120). Even ^whiie overall formal sector employment 
declined in the mid-],970s, employment in the parastatal tand 
public sectors continued to grow (Table 6).

tne parastatal sector was not an 
government during the years of

While this growth cf
_^ T O !" 1^ 11G •^WVC'IIIIIIOIIl* Vrii VJ I ^ I I '3* I'll t^ / ̂  wl I —• W

economic prosperity (in fact it had been encouraged openly)
increasing c< -.------^

of economic retrenchment that

alarming concern
economic prosperity (in fact it had been encouraged openly), 
the period since 1977 has seen increasing concern expressed. 
While policies of economic retrenchment that began to 
characterize Zambia in the period since 1977 increased the 
awareness of needed action in the parastatal sector, it still 
remains unclear as to their degree of commitment to the 

.,dismantling of large portions of the sector.

Thus, by the late 1970s a clear set of internal factors could 
be identified that hampered the developmental promise of 
Zambia. Many of these constraints wera administrative in 
nature. For example, we have pointed to the following key 
management and administrative factors:

TABLE 6: 
EMPLOYMENT BY SECTOR

Private (%) Parastatal (%)Public (%) Total

June
June
June

1975
1976
1977

137
113
103

,420
,330
,050

34 . 5%
29.9
27.7

133,
134,
138,

150
220
370

33
35
37

.4%

.4

.1

128,270
131,850
131,050

32.2%
34.8
35.2

398,840
379,400
372,470

Source: Fincham, 1980: 304.
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-continued lack of SKil,ied personnel at, all levels, and ^ost 
particularly in the upper reaches of management and 
professional service; : "
-a lack of skilled personnel in both the public (and 
qua^i-public) and private sector;
-great volatility 'within the civil service at senior 
levels; \
-weak-training facilities; 4'
-a massive and rather haphazard expansion of the state 
sector:
-institutional ^eaknesses within the central ^overniT^nt:
-the increasing Yule of a portion of the stats sector 
without clear lines of authority and communication in 
policy terms; and
-unclear lines of communication^ between the political, 
anc bureaucratic-administrative structures of 
government, with the supremacy of the party (UNIP) over 
both the legislative and administrative functions of 
government.

External Constraints on Zambia's Development

In addition to these internal factors that, have plagued 
Zambia's development in its recent past, there are 
significant exogenous factors that have played a major role.

Again, the litany of external factors that have exacerbated 
the development crises of Africa are well-documented.36 In 
quantitative terms, much of the emphasis has been placed on 
the growing balance of 'payments deficit, prompted in part by 
soaring oil prices in the 1970s, the slowing of primary 
commodity trade, severe losses in terms of trade, and rapid 
increases in central government expenditures as a "holding 
mechanism" to avert immediate collapses. Debt and the long- 
term prospects for the resolution of the debt crisis are at 
least as severe in sub-Saharan Africa as elsewhere, as noted 
in Tables 1 and 2 above.

Several comments suggested by those data are warranted. 
First, the rate of growth of the ratio of indebtedness to 
exports in the region has exceeded even that of Latin America 
in the 1980s.^7 In 1980, that ratio for Africa was 87.6; by 
1985, the ratio had deteriorated to 166.0, almost doubling in 
five years. More significantly, on a current account basis 
some countries find themselves devoting more than one-fourth 
of total earnings from the export of goods and services to 
servicing the debt (Table 2).
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the continuing deterioration of Ins c-srms cf ".racie. J-r:.r.q 
198O as the base year. the terras of trade have hoverec 
consistently at 9G% or lower. In addition, these terms of 
trads had been declining fairly steadily in the decade prior 
to 1980.

The case for Zambia is mors striking than most. Data from the 
end of 1985 and early 1986 tell the storv:

In terms of total debt outstanding. Zamoia ranks 
fifth among African nations, with $4.5 billion 
ou t-s tana ing;

Scheduled interest oaynents oius charges fo~ tne uss 
of IhF credit as a' proportion of tha expori. of goods 
and services was 39.7%; only the Sudan was hiqhar;

Total debt outstanding plus the use of IMF credit ££ 
a proportion of GDP was 455.3, the highest bv far for 
Africa;

Debt as a percentage of GNP was 150.8% in 198t; only 
Mauritania was higher;

The annual average loss of income due t,o the 
deterioration in the terms of trade during the 1971- 
1981 period was 25.5%:

Average annual growth of GDP per capita for the 1970- 
1981 period was -2.7%;

Investments as a percentage of GDP declined on a five 
year average basis from 36% in 1976 tc 23% in 1981; 
and

Gross domestic investment declined at an average 
annual rate of 3.6% over the period from 1965-1930 
(Brau, 1986; World Bank, 1987; IMF, 1986; Harber, 
1987a).

As Zambia entered the 1980s, prospects for its ability to 
overcome its economic and financial dilemmas worsened. The 
crises had become acute, worsening in large part due to tne 
economy's incredibly high dependence on external trade and 
government activity. As of 1986, imports and exports 
accounted for approximately 35% of GDP; government 
expenditures also amounted to some 35% of GDP (World Bank. 
1986b) .

The past several years have exacerbated the crises. Gross
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domescic investment declined over --ha punqd from L^O-J-i-98i 
at ars avsracs annual rate of i--; percent.. ^ ~ froduccior. in most 
sectors of i^hs aconomv has declined consistently in th = pa'-st 
five years, due in iarga part tc reductions in the capacity 
to import needed inputs.

Nowhers is the manifestation of tnis dampened economic 
environment more evident than in oalance-of-payments and debt 
difficulties. Steady declines in copper prices and production 
levels, declines in agricultural production, and increases in 
scheduled debt service obligations all added fuel to the 
fire. It is important to nots that in 1985 copper still 
accounted for 90% of foreign exchange earnings and i5 :; of 
gross v.'~Iue ad-dec in ths aconcmv.33 Howevsr . the terms of 
trade index (198O-100) affected directly by th= dsciins in 
copper prices, declined precipitously from 2t,2 in 1970 -o 32 
in 1983 (Jaycox, et al., 1986: 55;. This represents a 
fourfold decrease in the ability to generate foreign 
exchange. Between 1983 and 1986 the trade value of copper and 
cobalt combined declined by approximately 62 percent. Yet, 
they still accounted for 86 percent of total exports in that 
year, according to Zambian government figures.-^ Zambia's 
trade balance fell into deficit in 1986 and there is no 
expectation that it will do anything but continue to 
deteriorate in the near future. 1* 1

This foreign reliance became manifest in other ways as wall. 
The trade surpluses fueled a rapid rise in government 
spending. However, government "development policy" emphasized 
industrialization through import substitution, high reliance 
on capital-intensive, urban-biased, anc consumer-oriented 
production, strong protective tariffs and other import 
restrictions. access to investment funds and credit, 
operating subsidies, the expansion of internationally 
uncompe ti tive parastatal industries, and a self-serving 
bureaucratic elite more responsive to ad hoc political 
directives than a coherent development strategy.

The establishment in 1972 of a one-party state was the 
ultimate consolidation of the dominance of political 
directive over rational economic policy. UNIP became the 
supreme oolicy-making body in the country, with final 
authority even over the cabinet. 42 Government policy resulted 
in reliance on foreign intermediate and raw good imports, on 
foreign administrative and technical management skills, and 
on foreign credit which, in turn, was used to purchase 
foreign capital equipment.

All of this was achievable and sustainable because of the 
high prices of copper internationally. Through 1974 prices 
remained high, almost twice world average production costs.-43 
However, the period since 1975 has witnessed a rapid
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deterioration in the iarabian sco.^btnv..-,.

The world oil crisis affected import costs -directly, however,
other factors in the external environment were perhaps more

^important. As Whitaker notes,

"The closure of the Bengueia railroad, congestion at the
port of Dar es Salaam, and some cutbacks on copper
exports in agreement with other members of the
Intergovernmental Council of Copper Exporting Countries

-•C'andJ ...low prices of copper... resulted in a large drop
f ,. of sales and receipts (1979:207).

Thus, 'by the aarly 1980s, Zambia found itself faced vjith a 
debt crisis or proportions unparalleled in i tz history and in 
that of most of its fellow debtors.^ As one source notes, 
the crises are due to: \\

//
exogenous shocks; /
unwillingness or inability to cut back on consumption
in response to decreases in income;
resultant cutbacks in investment;
inability to expand agricultural production;
inappropriate policy choices in investment
priorities; and
continued market protection for industry (World Bank.
1981).

However, until early in 1983, the policy response to these 
conditions resulted in: (1) the expansion of public sector 
interventions to ameliorate the consequences of crisis, by 
means of (2) increased borrowing at relatively hare terms, 
adding to repayment and debt arrears problems. The result was 
cost-price distortions arising in a highly administered 
environment. These distortions w^re,, evident in price and 
interest rate controls, in the rsgy-la-'torv environment, and in 
tax and tariff policies (World ^Sank, 1986b).

n
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I
V. THE REFORM INITIATIVES IN ZAMBIA

Response to Crisis: Stabilization and Demand Management ( Iv75- 
1985)

The recognition of the need for reform can be traced back to 
October 1977 and Presicent Kaunda's address to the nation. In 
that address emonasis was made on the neea to cut, back en 
government expenditures, as well as the need to fine new sources 
of exchange. Discussions with the IMF resulted, in 1973, in a 
negotiated stand-by aqrsement. and with it a osriod of initial 
reform. -"' 5

The period f rom 1978-19S3 was the first phasa of ths reform 
agenda, characterized by efforts at aemand management and 
stabilization. Virtually all of the efforts during this period 
were aimsd at correcting and stabil i ring monetary ^imbalances via 
short-term adjustment -strategies. However, as we /snail see, in 
the absence of real concern for the more difficult questions ot 
longer term change and sustainable implementation of alternative 
institutional arrangements these efforts meant, that much tine anc 
energy was wasted. The policy environment in Zambia prior to 1983 
was "more rhetorical than action" (USAID/Zambia Cable. 11/7/86). 
In spite of strong words at a 1979 consultative meeting about the 
need for restructuring, particularly awav from copper and more, 
toward the agricultural sector, little action was forthcoming in 
the next several years.

A foreign exchange crisis in 1978, prompted bv declining cooper 
prices, escalating consumer goods and capital imports, previous 
rapid monetization of public (and private) sector investments, 
the closing of the boraer with Zimbabwe and its effects on 
transport via the Tazara railway, led to the IMF standby 
agreement. The agreement required an anti-inflationarv policy of 
sharp reduction in current expenditures and the diversification 
of the economic (particularly agricultural) base (Bryant, et al. 
1979; Jaycox, 1985). Further pressure from the multilateral and 
bilateral lending community led to a series of (somewhat 
abortive) efforts in the ensuing several years. Below is a 
chronology of efforts during the period."6

1979-1980:

The first two years of concerted effort for policy reform in 
Zambia, in response to economic crisis and pressures from the 
IMF and the World Sank, can be characterized more by words tnan 
by deeds. Initial efforts focused on stabilization policies and 
on the agricultural sector. Significant actions included:

An increase of 32% in producer prices for maize in 1979;
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~j" procurer ino?nLives ;no"? -. = ~er^. i-.- 
ihro'jqh timelv --rice increases:
The expansion of the Pianninc Unit within t.~s hiniztrv of 
Agriculture and Water Development;
The signing of an agreement with USAID to improve 
agricultural policy analysis and extension services: and 
The passage of the Local Administration Act for the 
administrative decentralization of planning and 
implementation of local development programs anc some 
(minimal) revenue functions (Convers. 1981).

1*981;

3v 1961 the sace of the introduction of rsform initiatives had 
picked UP considerable-. Ciearlv. most reform efforts focused on 
stabilization policies ana casing price controls. These included:

The timely increase, of prices for maiza and other crops,
ranging from 12% to 60%;
A reduction of tns consumer subsidy on maize by more than
50%:
The reduction of the fertilizer subsidy which increased
prices by 60V, and /.
Increased producer incentives through alterations in the
tax and tariff structures. For example. income taxes were
reduced for agricultural producers from over 5G% to 15%:
accelerated depreciation for agricultural equipment was
introduced; and tariffs on agricultural equipment imports
were eliminated.

Some efforts began to focus on the structure and efficiency of 
government itself, including:

The role of NAM8GARD (discussed earlier) was reduced in a
further move to decentralize functions and activities;
A large scale project aimed at revamping training in the
civil service began (Carmichael);
The role of the tobacco parastatal was reduced dramatically
by the sale of lands and assets; and
Efforts to improve financial management and planning were
initiated, although real activity did not progress rapidly.

1982:

Efforts at demand management continued in an accelerated 
fashion:

All retail prices except for maize and wheat were 
decontrolled in December. Producer prices rose dramatically 
in real terms. Examples include increases in groundnuts 
(3%), cotton C5%). soybeans (8%), maize and sunflowers 
(1O%), and wheat (15%). In addition, producer prices for
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announce;: in a .^;niv asm  :.  ",

oric :3, " allowing farmers to ssii directly to or"C3-£SDrT cr 
consumers at a higher price (Kydd, 1986: 249). 
The kwacha was devalued by 20%.
Efforts to imorove financial manacjsment in the two major 
parastatais, ZCCM and INDECO, were intensified with the 
assistance of the World Bank. For example. in 19S3. the 
ZCCM was reorganized in an effort to make parastatals 
rscover their own costs.
Budget rsduccion efforts bscan in earnest ir. the 1982-1984 
period. However. one clear effect of these initial -eforms 
was ths decline in real terms of government capital 
sxsencitures bv 35 percent in the two year panoc (Kvcd. 
1936: 2 A 2 ) .

What is clsar from this brief review of the oariod cnrcugh the 
beginning of 1983 is that Zamnia absorbed significant reform 
initiatives. Most of the reforms, oriented toward the reduction 
of demand. reduction of government expenditures in the form of 
subsidies, and reduction of government control, involved 
macroeconomic Policy changss with little reforn of the 
institutional apparatus of government or society. Stabilization 
policies were intended to provide a "climate" for further- 
measures in readjusting and stimulating production. These, then, 
are. the "stroke of the pen" kind of reforms that require little 
further action for their implementation beyond strong commitment 
on the part of regimes. In the case of these reforms, what is 
startling is the fact that a great deal of social (particularly 
urban consumer) dislocation was beginning to occur and yet was 
being absorbed by the regime. President Kaunda's personal 
commitment, although shaken, remained.

Increasingly, however, rumblings concerning the speed and 
intensity of even these macroeconomic reforms began to affect 
that political consensus. Also, an increasing awareness of th« 
multiplicity of ths impacts of single reforms and reforms in 
combination was becoming understood. This shaking of political 
will and recognition of the need for coordinated action (by- 
donors and government) would increase in the ensuing years.

From Demand Management to Structural Adjustment (1985-1985):

While the hallmark of the early years of reform was an emphasis 
on policy changes that required little institutional alteration 
and that were seen as laying the prerequisite groundwork for 
structural change, the period from 1983 through 1985 witnessed 
increasing efforts directly at structural change.

The acute financial and economic crisis in Zambia by 1983 led to 
renegotiations with the IMF and the World Sank early in the 
year. 47 Under strong pressures, a far-reaching adjustment
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c-rogram was negc-tiat3--2. •*<= 3v anv -31, and 3rd; z'r>e ss^v.a 33 CT 
reforms ados ted is impressive, and suggests both r,n5 severity of 
the crisis and cr.e det-ennina :._on and political will of the GPZ to 
meet the challenges. It also suggests somethine of ths 
surrealistic nature of the . conditionalitv requirements and the 
expectations of policy change by the multilateral donors 
themselves.

Between 1^83 and 1984, reform efforts were aimed ~t 
decontrolling domestic prices, reducing subsidies on foodstuffs 
and fertilizer, opening maize marketing and fertilizer distribu­ 
tion to private traders, adjusting agricultural producer prices. 
relaxing interest rate ceilings, and introducing a rr.ore flexible, 
(crawling peg) exchange "ate poiicv. Ir. addition, efforts to 
attack the budget deficit directly includec attempts to intrcducs 
a freeze on government salaries. The reform initiatives received 
high marks from the donor community, and plans to -sustain reform 
through increased foreign financial resources were a high 
priority in 1984 and early 1985. Specifically, these reforms 
included:

1953:

Maize orocucer prices increased yet again, by between 30%-
40%.
The bank lending rate was increased
further attempt to reduce demand.

from 7.5% to 10% in a

income policy became clear, with ths
ceiling of 1O percent, well below

(.estimated at 14% for 1982 and 24%
formal wage guidelines acconiDanied

it The beginning of an 
announcement of a wage 
the rate of inflation 
for 1983). However, no 
the announcement.
The kwacha was devalued by 2O percent and allowed to float 
against a basket of major trading partner currencies. 
Subsidies on fertilizer were reduced and the price allowed 
to rise (60%) .

1984:

A number of policy actions in 1984 continued to focus on 
internal and external financial stabilization, including:

Continued devaluation of the kwacha (by 4O%) and the 
pegging of the currency to a basket of currencies. 
Maize producer price increases of 22%. 
Increases of from 30% to 60% on petroleum products. 
A dramatic increase in the bank lending rate from 10% to 
17.5%.
More dramatic still, the total decontrol of wheat prices in 
November.
The introductions of variations in the preexisting pan- 
territorial pricing policies with the introduction of
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berds" pricinQ and :.ransport h.auiaos fees.

However, economic condition's in Zambia continued uc ^cceriorate 
and increasing social pressures for "reforming reform" became 
evident. The social impacts of reform were being felt 
seriously .*-'

Concern with the ramifications of "too much, too soon" was
evident in the country. and concern for Zambia's commitment was
evident in the donor community:

New resource support for Zamoia w^.s c-rc-Dossd '-••• -he world 
Bank and approved by the newly created Consul ::a--:.ve Grou- in 
recognition of the real effort, being maae and the short-term 
need.
However , several weeks later the Paris Clue increased the 
level of repayment, required by the government. The result 
was inconsistency and further deterioration in credit, along 
with a continued deterioration in economic indicators 
(Jaycox, et ai., 1985: 60-61).
In November, the IMF sLand-by credit was suspended, 
principally because of the government's unwillingness to 
devalue further (Kydd, 1986: 249).so

The response of the Zambian government in 1985, partially as the 
result of substantial pressure both from the multilate *'l and the 
bilateral conor community, was to introduce vet more radical 
(liberalizing) changes in economic policy. New or expanded 
initiatives included:

the introduction of a foreign exchange "auction":
increased liberalization of trade and payments systems;
decontrol of interest rates and the introduction of a
treasury bill auction;
further supporting monetary and fiscal policies;
efforts to reduce the government deficit (and limit it to
10% of GDP) and recourse to domestic bank borrowing through
reduced government expenditures, including reductions in the
civil service;
requirements that parastatals operate on a profit basis and
the granting to parastatals of the right to adjust prices:
and
efforts to improve the management of parastatals to reduce
inefficiencies. 51

Once again, however, the implementation and sustainability of 
reform initiatives did not keep pace; implementation has taken a 
back seat to the introduction of new initiatives. By January, 
1987. reform initiatives were being challenged on multiple 
fronts. Reversals occurred in the implementation of decontrol of 
breakfast meal prices, as well as reversals in earlier efforts to 
denationalize parastatal control of maize mills. Thirteen maize
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mills wsrs national i2Bd. increasing paras ts r.ai r;-rir" ;. - -o::! 
thiras t3 ainic^t ?0 "-eree"!. ot to:.ai niiiiinc ca"acitv 'J 
19S7: 13). SOLD of thss-s came ir. aired response -,c fccc 
and 15 r xot-reiacad aeaths that occurred in the north 
countrv in December 1986.

External stabilization was threatened with the closing of the 
foreign exchange auction at the and of January. 1987. Nhils a 
modified (two-tiered) auction was reintrocuced in mid-riar^h 
1987, con:.inuec drami^tio declines in the value of the kwacha 
threatened future efforts at stabilization. The auction was 
sussancied again on ;-!ay i. The slowina of the ifn^lemenLation or 
tariff raform ,-efiectBd limited wiliinqness of tp.e ^cvsrn.r.nr.r t,c 
confront stronc vested interests in the country. Inte.r = st rat = ~. 
wers 'recontroi l'3c" in sarlv i r̂ S7. In February, th»= Sank -f 
Zambia reducea interests rates by one-tnird, commercial iandin? 
rates were recontrolled and reduced, and Treasury bill racss were 
reduced bv more than one-tnird. effectively placing the Treasury 
bill auction and decontrol of interest rates in susoension. Ir, 
addition, ths implementation of parastatai reform, civi_ service 
reform, and control over budqet deficits slowed to a halt -.US-AID, 
1987: 14-16).

Again, policy reform had taken a back seat to regi.r.e coiiticai 
necessity. Finally. on t'iav 1. 1957, Zambia called a halt to the 
structural adjustment process, rejecting both IMF ana World Bank 
conditionalitv orograms as noted above.

In each of these cases, and other "failures" in Zambia's reform 
initiatives, one can point to issues of ineffective planning, the 
failure to focus attention on implementation, and the continuing 
institutional weaknesses in the government's capacity to carry 
out mandates. even when oolitical will may have existed. In the 
next section of this saper we will attempt to identify and draw 
out lessons that the Zambian experience provides. The question 
that concerns us, then, is what are the critical implementation 
obstacles that help to sxolain the inability of the GRZ to 
continue on its reform path?
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vl. IMPLEMENTING REFQRh: FH£ OQI'-n INUING

While it is instructive to focus on the grave difficulties 
experienced in the implementation of policy reforms in ths 
Zambian case. it is worthwhile to reintrocluce a caveat notec 
earlier: it is not clear that with the best of policy design and 
implementation that the Zambian structural adjustment "package" 
would have been successful. The Zambian structural adjustment 
program mav oe a case of too much, too soon. Virtually svsrv 
reform initiative tnat has been experimented with in the African 
case -ounc its way into the Zambian reform initiative. Further, 
these :.-^-npf.r->.ent3 of the initiative found tneir "jav in^o the 
program airuosc si-nui taneouslv. In a sense, r.he adjustment package 
"over-programniaa. " both in terms of the capacity of the donor 
community to coordinate programs ana impacts, as well as in terms 
of the capacity of the Zambian polity and economy to absorb such 
massive change.

But, before we lay blame on the ambitions and energies cf 
reformers for a lack of realism in either their economic or 
institutional perspectives, it is well to consider tne context. 
Unlike a number of African countries, Zambia had not gone through 
"economic adjustment" prior to the institutlonallzation of the 
reforms. Zambia had experienced rapid growth in the early years 
of independence and only now found itself in a downward economic 
spiral.

The country had been able to "buy off" some of the painful 
requirements of cutback management or reduced governmetntal 
social welfare activities through continued reliance on a viable 
export crop: cooper. In fact, Zambia continues in its downward 
spiral, with or without reforms. This is not a particularly 
propitious environment in which tc experiment with highlv 
politicizing policy changes, changes that exacerbate existing 
social and regional cleavages. Setting an agreed upon agenda, 
building and maintaining a consensus on the content of that 
agenda, introducing tense institutional and bureaucratic reorder- 
ings, and attempting ma.jor socio-economic restructuring all at 
the same time undoubtedly will strain even the most viable of 
regimes and reforms.

While this paper makes no pretense about the "solution" tc the 
implementation crises of policy reform, we have laentified key 
areas where implementation of policies mav require careful 
coordination of political, institutional, and contextual 
variables. That is, reform policies must be nanaged, and 
developing institutional capacity, strategic management 
capabilities, and policy analysis skills in context are critical 
for successful implementation.
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M-IHV  : ?  trie linDisiiisritation bot tienecKT zaentiriec in section i.':. 
catr.5 intc piav in tne Zambiao case. Uns of the clear Lessons 
learned from^V this examination, ot Zambia s exosrience with 
adjustment is that policy reform and adjustment are more than, 
simply technical exercises. Yet, it is technical rationality that 
drives reform and the logic of implementation on the part of the 
donor community. The donor community has exc-enaec great energy 
and effort in the design and analysis of macroeconomic policies, 
but little effort at analyzing the institutional, managerial, ana 
political needs of implementation for sustaining reform.

Th= growing vocalization of opposition to reform within the UN IP 
party, ds  - jail .37. the nct-so-subtia efforts to undermine r-Brorrn 
initiatives. suggest that the political intensity of os^osi tiers 
had grown during ivgc,, prlor to the Decsmc-er food riots and ^ricr 
to the January 1987 crisis. While presicent Kaunda anc several 
major political actors remained reasonably committed to reform in 
late 1936. even during increasingly difficult times, critical 
elements vJithin the UNIP, within the academic community, and 
within the leadership cadre of the oureaucracv had grown openly 
defiant.

" - '<' 
Under these Circumstances, every "technical effort' became
politicized. Even projects aimed at strengthening technical 
skills and expertise in support of reform had become political 
hot potatoes. The example of the USAID Human and Institutional 
Resource Development project exemplifies this; even efforts to 
place TA had become problematic. Decisions and negotiations about 
relatively straight-forward technical components of projects 
became "high politics." and efforts to dissipate the political 
spin-offs of technical exercises were thwarted. For example, 
decisions about the provision of TA to politically sensitive 
units within the government became battlegrounds over the entire 
reform package. Political intensity had changed.

Reform initiatives had become oversold prescriptions for the 
good life. As we have noted, the economic and technical logic of 
reform suggests the importance of sequencing and timing in the 
introduction and implementation of initiatives; reducing demand 
ordinarily is prior to the alteration of the nature of 
production. Yet, in the Zambian case neither the economic logic 
nor a political logic of sequencing was adhered to in the period 
from 1985 through 1937. The overburdening of the svstsm with 
virtually every component of the classic wish list of reform, of 
stabilization and adjustment and political reform simultaneously 
meant that there rarely was an opportunity to provide visible 
signs of success to rebuild needed commitment and acceptance.

Expectations as to the speed and complexity of the 
implementation difficulties had been underestimated by all 
parties. In part, the failure of realism in implementation 
support was a result of focusing on the administrative
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weaknesses within sin-Hie i nSwi r.u:. ions . .r. rocus or. 
institution strengthening. fee. bv ^hsir very nsvj 
reforms rarslv ar= containec within 2n institution in 
the impact on decision-making; "policy enclaves" 
at multiple sites across institutions.

v?.r
^ -OiiCV
isrms of 

tend to locate

Efforts at strengthening management or institutions usually has 
meant the provision of technical assistance to project 
implementing units, and not strengthening the policy process. 
Rarely has the effort focused on strengthening institutions 
involved throughout the very complex policy process. In the 
Zambian case, bv the time such cross-cutting institutional anc 
human resource development support was ^o be put in Place across 
institutions in support of policies, tine had grown very short.

The irony of these reform initiatives was that ths public sector
was never the sub IBC t of reform initiatives. Rather, the public
sector was the ob jec't of reform. Reform was to occur to the
government sector, and/or 
government," and the issue 
little focus existed on 
implementation of reform 
ministerial communication;

in spite of the presence of 
of governance was ignored, 
severe handic£ips to the 

bv government: weaknesses 
weaknesses in the flow

'perver.se 
Thus. LOO 

successful 
of inter- 
of timely

information and information systems that needed to be in Place 
prior to reform: limited recognition that different institutions 
("and managers) played very different, vet active, roles and nad 
very different goals; insufficient attention to \the lack of 
continuity at the ministerial level. What all of this suggests is 
a the failure to recognize the need to strengthen governance bv 
creating a "lean and mean" state apparatus capable of carrying 
out the mandate of reform. Adjustment and policy reform need to 
be conceived in the context of a clear recognition that the state 
is not going to wither away.

In a word, institutions count.
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NOTE-I

I. A numoer of sources are exceptions to this statement. 
Increasingly. USAID and World Bank staff have become cognizant of. 
the links between macroeconomic policy, rnicroecononuc Policy
organizational change, and implementation . See the work dona b" ' ....... . .

2. Thi-3 argument is central to the work of Grindls ;'i977; 
1980). There are. of course, a number of exceptions in the 
literature on development administration, including Graham 
(1968); Cleaves (1974): Dalantf (1967); Picard (1987). Also, see 
Robert Bates (1981).

Z. It is ironic that the Lagos Plan, which offers a strong 
endorsement of a dependency approach and an equally strong 
critique of the World Bank approach, is weak on a discussion of 
domestic governing factors as well. See John Ravenhill (1986: 1   
35).

 4. This terminology was suggested in discussions with Louis 
Picard.

5. Please also notes that the Sank must take steps to build 
credibility in monitoring and implementing SALs. To date, he 
suggests, they have not been very effective in this regard, due 
in part to the project, legacy; but also due to a lack of 
seriousness attached to the covenants. Policy and institutional 
changes need to be central to the process, not simply add-ons. 
However, there is an active debate as to whether multilaterais 
such as the Bank ought not to do less in the policy lending area, 
and focus on project activities where there comparative advantage 
may lie.

6. Recent evidence of the recognition of this can be seen in 
the efforts of USAID to provide workshops for its mid-level and 
senior personnel in the area of structural adjustment. One such 
effort conducted by USAID is the Development Studies Program in 
Washington, D.C. That interdisciplinary program is conducting 
extended (7-week) workshops to provide this "gearing up."

7. A similar argument has been made recently by Elliot Berg 
(1987b) .

8. This irony was suggested to the author in interviews with
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officials of the International ncr.etarv Fund who claarlv 
recognize the "catch-22" of conditioned assistancs t,c those 
countries in the most dire circumstances.

9. This is more true in the case of many African countries 
than in Latin America. In the latter case, stabilization policies 
often either precede structural adjustment or occur without 
structural adjustment as a concomitant policy. t , ;;

10. There are now a multitude of sources that have 
documented some of tne conditions, causes, and crises of 
structural adjustment. The literature on Africa, in particular, 
has become voluminous. Several worthwhile sources, include 3-er- 
staker (1986); Ravennill (1956); Lancaster and Wiiliair.son 'v !9S6i; 
Serg and '^hitaker (1986); and Callaghy i 1987 ) . Literature in the 
Latin American case has tendsdl until very recently and with th= 
exceptions of Argentina, Brazil. and Chile, to focus on the 
ramifications of the debt, crisis. See, for example, Balassa, et 
al . (198e>); Feinberg ana Kallab (1934); Edwards (1987!: anc 
Pastor (1967). A second body of related literature has hac a 
reasonably long gestation period in the Latin American case, 
i.e., literature on the state and public enterprises, l-ioro 
important for our current interest, an emerging body of litera­ 
ture on the structural adjustment, implications for the state. 
domestic institutions and policies in Latin America is only now 
becoming evident. See, for example, Boneo (1985); Hartlvn ana 
Morley (1986); Grindie and Thomas (1987); Connollv and Gonzalez- 
Vega (19S7) ; and Sauiniers (1988). A useful bibllographv on 
policy reform, structural adjustment, and the public/private 
interface is provided in Moore (1988).

11. I say "may have," because it is not clear in the 
aftermath of Black Monday and the end of 19B7 that the United 
States has "turned it around."

12. It is with some irony that we note a renewed interest on 
the part of commercial bankers for the possibilities of 
profitability in the Third World. Recent efforts to reduce and 
change the nature of the debt burden, such as debt-for-equity 
swaps and privatization, have resulted in this renewed interest. 
Most notable has been the enthusiasm of investment bankers. 
Truell (1988) reports that the March meetings of the Intei  
American Development Bank in Caracas witnessed the presence of 
investment bankers from the major banks "in unprecedented 
numbers".

13. Morrison (1986) points clearly to another problem in 
effective management of reform initiatives in relation to the 
public employment issue. The lack of meaningful and accurate data 
on public sector employment and on public sector wage structures 
provide little guidance. Estimates of recurrent costs of 
productivity, and ultimately of the fiscal drain are made more
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14: The 1981 v<jorlQ Development Import crcviciss a u^r.rui 
classification of LDCs bassd upon their out ware-look in1; or 
inward-iookinq characteristics. See Chapter 6 of that r=po.-t.

15. Furthermore. it is often argued that gEtc-ing the 
official prices right is much less important due co the existence 
of informal and parallel (black; markets which counterbalance 
official prices.

16. This accroach closely oaraliais the definition of 
implanientation of-ered bv Grindle (1977: 5-6;: "...ar cn-gcinc 
process of cecisicr.-makinq bv a variety cf actors, the ultimate 
outcome of which is der.ermined bv the content of the prog-am 
being pursued and bv the interaction of the decision makers 
within a given polltico-acministrative context."

17. The argument that adjustment policies have a seciuencir.c! 
is accepted wisdom from an economic perspective. In fact, the 
logic of implementing stabilization policies prior to adjustment 
policies is based upon this assumption. See Edwards (19S7) and 
Blejer and Sagari (1988) for discussions of the secuencing issue 
in liberalization policies. However. little //attention has bsen
paid to the political or organizational is SUB'S of sequencing.

Y/ 
/* ',

13. While we are focusing on implementation issues in the 
Third World context, several classic studies' in the U.S. context 
are also worth citing. See the work done by Wildavskv (1965), 
Pressman and Wildavsky (1973). and Derthick (1979) for clear 
examples of the recognition of these issues in U.S. policy 
analysis.

19. Much of this section is strongly influenced by the 
analyses of Cornia. Jolly, and Stewart (19B7) . and Lamb (1987). 
among others.

20. As noted above, the IMF has moved away from this short- 
term time horizon with the creation of its Structural Adjustment 
Facility. Increasingly, the distinctions among donor approaches 
and objectives has become blurred.

21. These distinctions between demand management policies 
and policies aimed at stimulating supply are somewhat artificial. 
There are no demand management measures that do not have supply 
stimulation impacts. Berg (1987a) gives a clear example. 
Austerity measures (demand management) lead to public expenditure 
control programs; decisions about essential and non-essential 
expenditures need to be made; these decisions lead to sectoral 
investment decisions. which, in turn, affect productive 
allocations. Similarly, Cornia, Jolly, and Stewart (1987: 51) 
point to pricing policies as clear examples of the ways in which
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policies nav= both aefnand and SUDOIV sftscLr.

22. Within the Bank there has Deer a -Ira:-;:-,sic ^ni 
from broad macroeconomic lending policy, tc a focus on sec^cra; 
policy reform through the creation of the new Sectoral Ati.juT Lmanr, 
Facili tv.

23. Grindle and Thomas (1987) make a similar distinction 
between macroeconomic policy and sectoral ^olicv reforms.

24. The approach of the World Bank, emphasizing 
macroecoricrr.ic scructurai adjustment and iendinc. is osrticulariv 
instructive. While ~ro isot-oased lending remains tns ^r adorn inar.c 
for;r, ot ; n--st Wcric [r-aciA. leans/, the structural adjustment, lending 
facilitv i SAL i calling has grown from 10 percent of total lancing 
an the lat= 1970s, and 1960s LO 25 percent of lo-,^.l 1 ending today 
(Shakow, 1983). However, much of the "project" lending rs in fact 
policy-based lendinQ, as can be seen by the conditions attacned 
to it 3erq C3eptembsr 3, 1987) has suggested that as much as SO 
percent of the Bank's lending is policy based.

25. A second facility, the Enhanced Structural Adjustment. 
Facility i'ESAFj was established in December, 1957 with SDR 6 
billion made available (Bell and Sheeny. 1987; Gardner, 1907; 
Finance and Development. 198E). Both facilities are made 
available based upon the Policy Framework Paper first designed 
for the SAP, developed in conjunction with the Ban!;.

26. Recent work by MASPAA has moved toward both of these 
objectives. Work by Moore with the World Bank has focused on 
improving performance measurement and productivity within central 
government ministries. Other recent work by Moore has focused on 
civil service reform and reduction schemes, particularly in sufc- 
Saharan Africa. Earlier studies by NASPAA focussc attention on 
the issues of privatization and public/private servic.3 delivery 
alternatives. See rioore ( 1988a; 198Sb), Itoore, et al. (1987), and 
Moore and Lim (1988).

27. Again, NASPAA has worked extensively in these areas. 
With regard to the third type of activity identified above, 
recent NASPAft efforts in Guinea and earlier efforts in Panama ars 
instructive.

28. Recent work by Arturo Israel at the World Sank adds new 
insight into the issues of the requirements of institutional 
development. See Israel (1987).

29. This issue of political commitment and sustainabilitv is 
central to work done by Joan Nelson. See Nelson (1984).

30. While these factors are clearly important, they provide 
only a partial picture of developmental roadblocks. The World
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Bank report or i9ci -\ 5sr> Report'.' fc-c'js-ss a I. nest 02^1- ~.=-iv5iv 
se i. n c. E3 p ria i. "ractcrs.

31. While economic nationalism was pursued in much of Post- 
colonial Africa, it is important to distinguish oetween policies 
of Africanization via orivate enterprise and state i.-ivcivemens: 
(as in Kenya, Nigeria, or the Cote d'lvoirei, and policies of 
localization of the economy with the abolition of capitalism, as 
in Zambia. In the latter csss , initial rsstructur i ng of ths 
national econcmv vgas accomplished through tr.e use of ths st,ace as 
the principal instrument ( Tangri . 1935:

32. President Kenneth K-aunda in a speech to the U 
National Council at ^uiungu 3hi . November. ivbO. ZIS Backgrounc 
Pa per •;;<;• 3-'*/62. Ci^'2d in Tor-doff (19SO: S ) .

31". At inciBoenclsnce . iambia had only 14 parastatals 
( Ca 1 laghv . 1937 : 34 ) .

34. At independence, Zambia had only fourteen parastatais; 
by 1906, ths country had 147 parastatals (Cal laghy . (JL1B7 : 34).

35. 1NDECO wae created in 1960, and subsequently reorganized 
shortly before independence, as an investment corporation aimed 
at stimulating foreign investment. After independencs . IMDECO 
expanded its role in the industrial sector as a joint partner 
with foreign capital.

36. The reader is directed to examine several imoortanc 
volumes that have both documented the crisis and influenced the 
response, including: World Bank (1981), also referred to as the 
"Berg Report;" World Bank (198-1); Lancaster and Wi 1 1 iamson (198^: 
1-9); and Brau (1986).

37. Data utilized in this analysis are derived from several 
sources. The reader is cautioned that data on these 
characteristics and others are illustrative and not definitive, 
particularly for many sub-Saharan African countries. For example. 
data on debt and balance of payments in Zambia are inconsistent 
from ministry to ministry. One 1 major project currently funded by 
the World Bank has as its focus the reconciliation of data 
inconsistencies on debt in the country.

38. World Sank, World Development Report. 1987. Table 4.

39. Ibid. As one source notes in their study of Zatnbian 
agricultural reform policy, the dominance of copper in the export 
structure remains high. While the combined trade value of copper 
and cobalt is estimated to have declined by 62 percent between 
1983 and 1986. they still accounted for 86 percent of total 
exports in 1986. Weidemann, et al . (1987). In 1987 there was 
relatively strong, albeit short-lived, improvement in the price
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of copper r-rovidi r.c a brief reso; tr for tr.c

1C. This is noted in weidemar.p., '/.crccecxv, and Thc.n.s; , - ?S£ . 
p. 3.

41. The Zambian case also provides dramatic supp-or: for the 
argument, that poiicv change and structural adjustment require 
extended commitment and support of cne reform process. :'!ot only 
is it nacessarv to continue payment rescheduling and to increase 
levels of support, it may also be a clear case of the need for 
contenieiati nc straightforward debt relief and forgiveness.

42. This is drawn from the analysis bv Chikulo i.:9S5'i.

43. Ine „avera9B pries of copper per pound during thr. ssrioc 
was SO.93. Insvery year during cne period except i967. Zair.bia 
had a trade surplus in excess of £100 million. See Jonathan Kydc 
(.1986: 234) and Whi taker (1979).

44. Richard Harber notes that IL is important ~o think in 
relative terms about the impact of debt. While we associate the 
impact of debt most often with the crises of Brazil, Mexico, or 
Argentina, in relative terms several sub-Sanaran African nations 
are in equally difficult conditions. Zambia's per capita debt in 
1987. for example, was estimated at S34G compared witn S7S5 for 
Brazil; he estimates that debt was equal to 38O* of GDr1 in 19Sd 
compared with 50% for Brazil. Zaire and Sudan, two other "worse 
case" stories for sub-Saharan Africa, nad per capita dsbt of $195 
and $365, and debt to GDP ratios of 140% and SO-; respectively. 
See Harber (1987: Annex 4).

45. As noted earlier, this was the second negotiated stand­ 
by agreement'^, nei ther of which had much teeth.

46. Much of this chronology draws on sevaral sources, 
including U3AID (1983), U3AID (19B7 ) , World Bank ( 1986b ) . One 
particular document that provides a chronology of reforms is an 
unclassified cable from USAID/Zambia prepared for 
USAID/Washington. That chronology is recounted in Appendix C of 
Weidemann, et al. (1987).

47. As we have noted, Zambia had prior experience with 
negotiated stand-by agreements with the IMF in 1976 and 1975. 
Stabilization negotiations in 1981 were also responsible for seme 
of the austerity measures noted here. However, the short-term 
nature of the reforms, together with the austerity required and 
the hard borrowing terms of the credit did little either to 
restructure the economic base or alleviate conditions, and 
certainly did little to improve the government's capacity to 
manage reforms. See Jaycox, et al. (1985: 58-6O) .

48. The 1983 CDSS for Zambia suggests this use of oressure
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cpsr.lv: "Recrnr. action by the GRZ in response to ths ^urrsri, 
crisis and with pressure from IMF, World Bank, and AID, ras 
resulted in a 2G% devaluation. lifting of most consumer price 
controls..." CDS5, FY19S5. January. 1983, p. li . (bold faced by 
this author ) .

n

49. For example, the inflation rats more than doubled 
between 1983 and 1984, rising from 24 percent to 60 percent. For 
the first six months of 1986, the rate of inflation was 4C 
percent. From October 1985 (the data of the establishment of the 
foreign exchange auction) through November 1956, the k;-jacha was 
devalued by more than 75 percent. Loss of domestic purchasing 
power, of foreign exchange, and the elimination of numerous 
consumer subsidies C including subsidies for staples), 
exacerbated tensions continually during this period. \Wor*Id ;3ank, 
Country Economic Memorandum, 1986 and interviews conducted by tns 
author in Lusaka in January, 1987.)

•' v.

50. Jaycox, et ai . (1986;, pp. 60-61. Again, the limited 
coordination and ability among the institutional mechanisms to 
provide continuity and consistencv in debt management is not 
simply an issue for the Zambian government. Clearly, this need 
for coordination is a principal difficulty for the donor .and 
international financial community as well.

51. World Bank, Country Economic Memorandum, 1986; USAID
(1987); and interviews conducted by the author in Lusaka in
January, 1987. " • " '•'
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