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POLICY REFORM AND SUSTAINABILITY:
IMPLEMENTING POLICY PEFORM IN ZAMBIA

Richard J. Moore

I. INTRODUCTION

t

‘melementlng policy reform initidtives 1nr sub-Sanaran Africa is
like the weather: evervone talks about 1t. ©Dut n2 one does
anvthina apout it. Under the best of clrcumstances. the
implementation of: the pclicy reform “packaqae”™ =2ncouraqss dDv the
multilaterail and pilaterai gonor communliy has peen oroblematic
througahout the Third Worid. Whether one tininks of tha packace az
“"stabi1lization policles,” or “structural adjustment efforts.” or
“policv reform.” the past several .vears have seen acctive
challenges to the donor community by Third World governments
unable to fulfill successfully the challenges of implamenting
dramatic dublic and societal rastructuring.

i o
The most 'visible and wvocal chailsnges to restructuring efforts
have been decisions by a number Oof governments to »limit ebt
service repayment. However , more  fundamental crises and
challenges appear wlth 1ncreasing frequency and $uggest a clear
message: major economic and structural changaes are not easv to
achieve. The abilitvy of a state to adjust 1s more than simply
acceptance of stroke-of-the-pen actions. Rather, this ability 1is

a function of sustainable political will. of administrative and
techhical capacity, and of the economic context of the countrvy.

The focus of this paper 1s on the specific response to the
reculrements of structural adjustment 1in one African country,

Zambia. In the case of Zambia, difficulties 1n the implementation,

of policy reform have resulted 1n a rather dramatic reversal. 0On
May 1. 1987. after five vears of intensive restructuring actions.
Zambia announced that i1t would suspend much of the reform etrfort.
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 effecti, and President
Kaunda announced that Zambia would 1limit 1ts debt service
pavments to 10 percent of Toreign exchange earnings (Hawkins.
1987).

On August 14. 1987, President Kaunda announced a 'New Economic
Recoveryvy Programme” which retained virtually all of the measures
announced in May. In addition, the recovervy message rejected the
application of conditionality in any future agreements made by
the governmenrt. Further necotiations with the IMF and with the
World Bank through early 1988 did not vield positive results 1n
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~terms Oof TENe3ICL13L1ON anc Torward movemen. onh adiuscomenc.

The <epecific case of ‘Zampia 1S 1nstructive Tor a numbar of
reasons. Filrst. retform 1nitiatives have a reasonabliv long nistory
in the country. The post-1983 period (especially atter 198%5) was
one of massive hew 1nitiatives in the country. However, by late
1986 reform initiatives had begun to unravel. A secong reason for
examining the case of Zambia 1s that the country has received
close scrutiny and massive assistance i1in the 1980 1n the ‘effort
to makg a showcase of reform. The Zambian reform 1nitiatives were
touted as a propapie success story less than three vears ago.
only to Tade in recent time. As Hawkins (1987: 17) notes:

Increasingly, JZambia has peen portraved 5 a mocel of

as
reftorm, a8 country sirusglina against the mosti adverse ofF
conditions - ana against searious domestic oolitical
resistance - Lo restructure 1ts econoiny. Officials Trom the

Wescern donor nations, the IMF and Worid Bank admit cthat
they have i1nvested 1in Zambia. not oniv their money., but alisc
their reputations as aeconomic advisars.

Finzlly, the lessons of Zampia are instructive with reqard to the
sustalnapility and the i1mplementanpiiity of reform 1in the context
of a weak adm{nlstrative state and mixed political will.
N

The purpose of this workina paper 1s to analvzs the difficulties
that bhave arisen in efforts to implement policy retform. while at
the same time attemptina to procvide guidance on how Lo ovarcome
these difficulties. Outr purpose here 1s not to focus on the
intrinsic merits o demerits of adjustment., although 1t 1s clear
that much of the difficulty experienced throuaghout the Thirdc
World has been due to the fact that the rationale for and speed
of adjustment may be untenable. In addition., tnea success of the
implementation of reform 1S contingent on other ‘Factors. The
successful 1mplementation of policy reform 1s limited. 1in part.,
by the absence of a clear understanding of the institutional and
administrative reguirements for sustained and sustainable reform
efforts.

These institutional requirements are lacking not only in the
environment of the host countrvy., 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
analvsis of the macroeconomic policies that support the dominant
orthodoxy of structural adjustment. Howewver, very little research
has been conducted on the 1mplementation 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.1i Notes Lamb:

work on strengthening policy ainstitutions within developing
countries 1s less developed...Developing the 1nstitutional
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capaclity Tor timely .and Tisex1Tie pclicy respoOnse& 1% J1E&NLS
centrat to successtul policy referm  anc  Tiruciural
~adiustment. . .moregover, ratorm  1nitiatives must  ctiEn deal

with 1nstitutions whilch. cthouah powertul ang relatively
competent. may have pecome part of cthe policy reform probiem
rather than the means Tor 1its solution” (1387: 3.

Even whern there has been a Tocus on the 1mplementation 1ssue,
rareiy do analyses go beyond examining administrative apparatuces
and procedures or the characteristics of bureaucrats. Little
attempt is made to link the 1internal dvnamics of adminiztration
or administirators to the contextual issues oOf organizations 1n
soclal and poilticdl miiieus.? ’

Part of the problem of this iimited analysis mav e :ANSrent 1n
the current policy reform orthodoxy 1izseif. Because core principal

tenet of the orthodox méqel 1s the stimulation of the private.

sector and market forces at the expense of publlc sector action,
littie attention 1s paid to the reauirements of thes governing
process, In fact. the orthodoxy assumes a minimal role for
government as an outcome of the retorm process 1tselif. Policy
reform is percelived as a painless political choice. As a result,
the 1nability of governments to carry out retforms  effectively 1is

“blamed” on the wvictim. In the worst case scenario. political
leader=z are 1gnorant of and unresponsive tc Tappropriate”
policies: 1n the best case scenario., governments ares naive

newcomers to the positive 1long-term effects of the reform
initiatives. In either scenario. I would argue, the "establ:i:shed
wisdom” 1s suspect.

As a result, for example, technical assistance adheres closelv to
the orthodox assumptlions of the model, perceives government as a
compounding and perverse factor in development, and fregquently
underestimates the need Tor a clear understanding of the
"grounded” issues of governance. political interests, and
bureaucracy.>

The ultimate 1irony, however, is that many of the activities of
the donors require a strong state role. For example., efforts to
improve monitoring capabilities, to 1i1improve the process of data
gathering, or to improve policy analysis reaquire strengthening.
not dismantling, the state’'s role. Similarly, the multiplicitvy of
sectors 1involved directly or affected 1i1ndirectiy by reform
initiatives presumes a coordinating capability within government
(and one might add. among donors). Thus. there would seem to be a
contradiction amcong 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.9

Again, part of the problem which results i1n this contradiction 1ics

the failure to recognize the linkages among macro policy. micro

3
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) poiilcy. and “ne 1mpiemsniaticn procses:s e Tugastie =2
similar limitaticn 10 tne appreoacnes of the IRF  and ohs World
Bank 1n particular, The IMF. ne notes, nas hsver deen.abls to qaet
bevond MacCro—2conomic characteristics to the micro-policy
initiatives 1mplied:

Nevertheless, bevond the desirability of 3etting more

"realistic exchange rates and interest rates lies a rangs 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 ssciors in economic actavity: the manner
in which markets ara permitted to deveiop or are oraanizeac
by government: the processes and criteria by whicn the level
and structure of aariculturai orices are determlned:m{andi
the 1ndividual policy tramework..{1984: 2).5

Yet the Fund finds 1tself taking on new roies in the process of
~adjustment, roles for which 1t may not be well suitad. In
addition to 1its traditional role of providing policy advice to
members, the Fund 1s 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 {(feinbera.
1985: 57). - '
0N B

Another factor that has limited the successful implementation of
reform i1nitiatives 1s closer to nome: the fields of development
”adm1nistration and development management themselves have not
geared up for the dramatic shifts that have occurred 1in
development assistance strategies. The continued discussion of
development administration and development management in a world
of project-based assistance belies the fundamental <shift to
proarammatic assistance and interventions that are the rule
rather than the exception todav.

This failure on the part of the study and practice of development
management is reflected, 1n turn, in the practices of the donor
community. As instituticns, many of the multilateral and
bilateral members of the technical assistance community have not
"geared up"” to policy-based technical assistance.é® Further, as
Please has noted, institutions such as the World Bank and the
International Monetary Fund mavy be 1ll-suited for the tasks that
policy basaed initiatives entail, both in style and in training.?
Thus, even with the issuance of and tremendous I1importance
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 Vpart 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.
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andg seonomlic 1mpacts ti 2re 1nnerent 1n policy
diaioque” 1N WwWorsd than 1n dees.

ircnicaily. the 1SSUEsS ot complexity ana tLnhe nee&‘ for
coordination amona reform 1initiatives have an 1nversa, i1nadeed
perverse. relationship to the need Tor reform 1itsel?. The greater
the need for rerorm 1n a given country, and often the poorer the
country. the morea complex the package of reforms that are
introduced. 'and, as a rasult. the more difficult the
sustainability. complementaritiv. and coordinatction of reform
efforts.d rfurther, policies of =stabilization find themseives
inextricabiy tied tc policies of structural adijustment. even
though the double-barrelled effect of' " omursuing toth of these.
simultansoucsly mavy nave aven more intensive poiitical
consecuences; sustainabiliity o©f a3 viabie political contesxt 1S
mace more difficult.”® As will be seen. tnis 1< particularly true
in the <case of Zambia. Ffinallv. there 1s a need o focus
explicitly on the 1ssue of i1mplementation. What may be required
for "success"” may not requlire new reform initiatives nor new
adjustment agreements; rather. -success mavy. reaulre a concerteac
effort to focus on the sustainability of previously 1nitiated
reform efforts. ' ‘

The remainder of this paper 1s divided into five sectiones. It
begins with a briet overview of the 1nternational context of
policy reform efforts. A <second section attempts to prgvide a
framework for understanding reform initiatives. A brief argument
1s made, and a set of working hypotheses are offered, that
attempt to characterize 1nitiatives and 1mp1ementatloﬁ problems.
I suaggest that 1t 1s possible to identifv clear distinctions
among types of reform 1initiatives. not only 1in terms of the
economic rationale for the reforms, but also in tarms of the

types of institutional requirements that reforms have. ﬁ

Often, in the orthodoxy of stfuctural adjustment- and policy
reform 1t has been assumed that reform initiatives are relatively

.

“automatic,” that moving from the negotiated word to the actual
deed of reform 1 straightforward. "Getting the prices raght”
will bring with it a litany of positively reinforcing phenomena
that w1ll 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 may be closely associated with. the failure of both
regimes and donors to take 1into account the recuirements of
implementation. Thus., even the presence of initial "political
commitment” on the part of regimes may be weakened as the
fundamental 1ssues of implementation wear away at commitment and
consensus.

A third section turns our attention to the particular context of
economic and financial crises i1n Zambia. Restructuring and reform

o

g

S




are contextual. Without some wunderstandina of §hs Dolizizal,
institutional. =ocial. and economic contexts oF rerorm. their

implementation 1z doomed to faiiure. My purpose here 1= not to
provide?/ broad history of Zampbia: rather [ fosus on the
condltyon of the post-colonial era that may have affacted;the
v1ab111tv of reform. As is noted above. the case of Zambia is

instructive 1n part because it typifies manvy of the conditions of
rother countries, particularly within the sub-Saharan region; much
of the region 1is characterlzed by weak administrative states and
"equally weak markets

« A fourth section discusses the reform i1nitiatives themseslves and
attempts to place Zambia's policy response to these crises 1n the
current context. Zampbia bedan to respond to the »sressurss o7
readjustment as early as 1978. with the 1ntroductiorn of
stabllization policies as rasaulrad by stand-by agrgements with
the IMF. From these initial etforts througn 1985, three basic
objectives to the various components of the reform packaae are
clearly identifiable: financizl stabilization, dlverclflcation of
the economic Dbase in  1ndustry and aqr1cu1ture aleng 7iines of
percelved comparative advantage, and 1improving the operational
efflclenov in the public and paractatal sectors. The earlwv 1980<,
.particulariy after 1983, .marked dramatic 1ncreases in  the

quantity and 1ntensity or‘ reform. October 1985 can be seen as a

further crossroads of reform efforts 1in Zambia. After a full

vear of suspension. of stand-by facilities, Zambia once again
demonstrated real ,political commitment to aggressive retorm
initiatives. Yet..»'at the same time, political intransigence and
hostility to the reform 1initiatives wera constant reminders of

the difficulties of a radical readjustment of economy and state. .

The period from 1985 through early 1987 marks an i1ntensive period

of attempts to implement radical restructuring’iin thes gconcmvy and

in the public sector. h

I

I

Zambla's policy reform 1nitiatives were perhaps the most
ambitious., far-reaching, and precipitous of anvy countryvy i1n the
region. In a sense, then, these reform 1initiatives provide a
laboratory for examining experimentation; however, the lesson of
Zambia may be that to experlment without capacity building'will
doom efforts to failure. '

Finally, a fi ftp? set¢tion attempts to draw lessons from the
Zambian experlenCMH the hope is that from the examination of the
various reform (Ltlatxvec ‘we may galn some understanding of key
problems which were manxfesled during the breakdown of reform
from February through Mav,Jf 1987. Clearly a crisis had occurred
in the management of the 1mplementation of reform. 1In addition.
the political hostility to '‘adjustment intensified. Where were the
key obstacles to implementation? ‘

The inability to sustain reform 1nitiatives in Zambia 1S not
necessarilly, nor onivy, a result of the "i1nappropriatenecss” of

6




reform initiatives themselves. Rather. even with “approprizte”
reforms. the minimal attention of policy makers (particularlv in
the donor community!) to 1nstitutional and contextual 1ssues mav
doom reform from the outset. For example. are there identifiable
implementation i1ssues that are inherent in particular reform
initiatives? Are there 1dentifiable 1mplementation issues that
correspond to the framework provided below? Are there means bv
which some of these ﬁimplementation problems might have been
avoided? From the framework provided 1n the .third <sectlon, I |
attempt to draw specific lessons. anomalies, or ‘contaxtual
problems that characterize the Zambian case. - ‘ '
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REFORM AND ECONOMIC CRISIS:
INTERMAT IONAL . CONTEXT

- The past decade has seen a dramatic decline in the capacitiss of
3ﬁnat10ns 1in the Third World to cope with the demangs and
w* requirements of economic Growth and development. In one sanse,
this declining capacity 1s a decline in the ability of these
countries to manage, not onlv 1n the long- and medium-term, but
_even the dav-to-day nelessities of orcanized social, solitzcal.
and =2conomic liTe. Tnese economic crises of the 1730c have led
“to a fiscal crisis. and also to a orisis of confidence i1n ths
ability of Lthese nations tLc manage development. 0

The manifestatiens of crisis abound: 1 aaarsgate ztatiztizs on
declining per capita 1ncome. declining asricultural productiviiy.
rising unemployment 1n the formal <cector. a worsenina of the
global houé@nq crisis. increasing crises of food shortages in
predominantlly aaricultural countries, escalating i1nflaticn, and
many othezr indicators. o '
%f the manifestations of crisis are clear and fairlv apparent,
the causes ofF the current malaise are almeost as clear. The
proximate cause=. clearly. were the recessicn of the early 1930s,
following on the heels of the o0il shocks of the 1970s. While
there had been a commodity price boom for a number of products
during the  1973-1977period that somewhat offset the impactcs of -
the First oil shock, that boom ended by 1977. However, much of
;;the windfall profit that bhad been real:izec as a result of the
price booms was absorbed in the ‘expansion of government
expenditures. Saimilarlvy. a ‘lack of realism 1in tne face of
impending crisis led to a false sense of the temporal gquality of
shortfails - and crisis: gaps in 1mports and exports, and
goverﬂhgnt deficits, were financed through the exgansion of
domestic. credit. Required adjustment was, in effect. postponed.io

However, the upswing i1n prices eventually came to an end. The
volume and prices of commodity exports declined. i1mport prices
recketed, and real interest rates simul taneously rose
precipltously. Wwhile these conditions in themselves were
difficult, more troubling still has been the inability of many
nations of the Third World to respond to improvements 1n the
international zconomic environment 1n the mid—1980s. Terms of
trade aenerally have not improved appreciably; flows of
investment to the Third World nations have only marginally
changed. Growth nas 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 I.DCs have not.ll Long-term deterioration in thsir
relative sconomic position has continued. The data 1n Tables 1
and 2 below provide a preliminary view of the consecuences of
this deterioration. As is noted., no region of the world fared
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The faiiurs to adjiust to changes 1n tne external environment lag
to a number of penuricus conseguences. amend thase., wa can peint
to the {-OLlowan. real exchange rate appreciation: excess damand
for 1mports gscalatina 1nflation: excess demand Tor creadit: and
dwindlina rorelgn exchange recarves (Hood. et ai.. 1388).
Continued.beilef 1n the temporal quality of crises was rsinforcec
by the earliier ccmmodity price bdooms. dramatic 1ncr§§ses 1N
public lending assistance durina the 1970s. and the rscvd¢ling of
pectroe dollars whicn created access to internatiosnal orivate
capirtal. increasea borrowina in  the late 1970 anc sarly L198Co
occurrecd in an era ofFf perceivec angd opotential expansio
ommarecial zank 'iandlng tnet had bequn 1n Lhe post-1973 pericd
of liauirdicy surplus continued. In an 1nterviaw wiin Qntnonv
Samepson. Citicora Chairman. Waiter Wriston aaclared in 198 ‘it

{the lending by commercial bpanks to LDCs] was the greatest
transfer of wealth 1n the shortest time frame and wich the lesast

casualties 1in the history of the world.” (Havter and Watson,

1986: 27).

‘However ., thls bporrowing was occurring at market terms. wWwith a

hardening oT tho e terms. In 1970, the average i1nterest rate on
new loans for “middle-income” economies ranaed from 5.0% {for

lower middie 1ncome countries) to 6.9% (for upper middle 1ncome
countries). In 1584, the corresponding rates were 3.8% and
11.0%. The averadge maturity on loans had deciined from 23 vears
and 13 vears to 15 vears and 10 vears over the same time period
(World Bank. 1986). Bank loans to non-oil developing countriec
rose from 310 billion in 1273 to $49 billion by 1930. In 1970,
private financial markets accounted for less than one-third of
developina country accumulated debt; by 13380, thev hneld 35

‘percent. R

At the <same time, resources and lending by the International
Monetary Fund shrank as quotas failed to keep pace: the IMF
participation declined from 16 percent of world, trade 1n 1944
(when the Fund was created) to 4 percent at the beginning of the
1980s (feinberg, 1985: 53). LDCs were able to avoid rigorous
conditions imposed by the IMF on 1its facilities by borrowing
privately. While the terms of private lending hardened during
this time period, funds were readily available. However, 1in 1932
that source <came to a screeching halt. Voluntary private lending
became reflective of conditions i1n world markets.12

What are the consequences of this situation? Natiocns are paving
higher rates of 1nterest on borrowed money and the repavment
schedule 1s shorter on more recent loans. The worst 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 i1nvestment capital have

9




. - TABLE 1: ' ,
RATIO OF EXTERNAL DEBT TO EXPORTS
OF GDODS AND SERVICES
" 8Y REGION

Region

4

ALl Indebtsd LiCs

Africa (including
S. ATrica)

Asia
Europe
Non—o1l Middle East

Western Hemisphere

Source: IMF, World Economic OQutlook, as cit.éd in Brau.




TABLE 2:

EXTERNAL PUBLIC DEBT AND DEBT SERVICE RATIOS

IN SELECTED COUNTRIES
(1985)

[

_Countirv

External public debt Current Debt Service as % of:

Low-income
esconomies*

“2aire
Tanzania

Haiti -

' Zambia

Hidd}e—immne
ecohomies

Bolivia
Indonesia
Honduras
Z imbabwe
~ Nigeria
Peru
Colombia
Chile

» Brazil
Mexico

Argentina

Millions % of GNP GNP Emortsvof""G&S

' 59,327

4,821
2,982
534

3,214

535 ,999 38.1
‘3 »259
56 625
2‘;\.‘ 178
lof26
/
13,016
10,527
9.377
12,735
73,894
72,510

35,604

* Excluding India and China.

Source: World Bank, World Development Report, Table 19, 1987,
Washington, D.C., 1987, p. 30.




K ::i-;/;.\

been drasticaliy curtatiea. A€ 2 resuii. LRErs 3 2 et
transfer oT rasources Trcm LiCs o daveicpeq cconcmias annualiv

-
%
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s1nce 1923 (Havter ancg Wactkins. 1937 : cavanaugan. Li985:.

Additionally. the crisis 1s to pe found in other conditicns. less
structural in nature. Many of these are 1nherent i1n the rapid
expansion of the state itseli. <coupled with inaopropriate
policies and roles. and, in many cases. poor management skills
and weak institutional structures. !

One centrai Teaturs oFf tne arowith ot external dent for the Third
World in the 1970s was the pervasive and expanding rcle of the
state  as consumer. eampliover, investor. requiator., and service
provider. Receant International tabor Organization data sugasst
rates ot arowth 1 LDC=s at three to four times that o7 rbCs 1n
the 1270s (ILO, 1985 Morricson. i9€61. 1 One of the maior
difficulties witn the »rocess of expansion of public spending 1T
that 1t has not bpbeen a . .smooth process. At the same tim=.
incremental expansion during times of surplus has  nob been
counteracted with incremental shrinkage during times of fiscal
and economic difficulty. As the World Bank has noted:

In' many 1nstancesz. [(public sSpending’s] ratio to GDP has
remained stable during iong periods, only to jump during a
war or when some new source of revenue was found. Thereafter
it has <seldom declinec significantly. The dangers of this
ratchet effect can be seen 1in countries that set their
spending on the basis of revenue from export taxes at times
of .. exceptionally ; high prices; when prices collapse.
expendl tures could not easily be reduced...(1983: 47)

While this growth has been, in part, a response Lo growlng
demands for improved quality and auantity of public seirvices, 1t
has also occurred as government has become employer of first
resort (and not just last resort) in many areas. One consequence
has been 1ncredible overstaffing at lower levels, ,with
simultaneous shortages of professional/technical, and aspecially
managerial, staffs at higher levels. A recent survey conducted by
the IMF demonstrates clearly the impact of the role of the public
.sector as emplover of first resort. not only within state-owned
enterprises, but within the central government as well.l3 These
data are prowvided i1n Table 3.

Of particular importance 1s the <share of total emplovment
represented by public sector emplovment Tor all LDCs, as well as
the relative wages of the public =sector. Several characteristics
are worth noting. First. while overail government employment in
LDCs as a proportion of total emplovyment is lower than 1in OECD
countries. the proportion 1in the central government 1s much
higher. Also, if we consider only non-agricultural emplovment.
the share of puhlic sector employment looms much larger (44% as
compared to 24%). Second. the wage bill of the public <ector is

)
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nigrer 1 tha csveleocping worlo. n CCCD countriss.
wagese are ¢ s per Capita i1nComeE on avsraae . whilile in

atio 1= - timnes per capita 1ncomE. Finally, the
govarnment expenditures = Telt 1n anoitimer wav: 1n ths =Ypa1den
role of non-financiral public enterprizes in LDCs. On average.
fully 29 percent oF covernment employment 1n the Third World is
in this sectoi-. compared to an averzage of 17 percent in the GECD
countries. And in some cases (Brazil and Zamblia. for exampie),
waces in the non-financial public entarpirisecs reprezent half of
the total pubiic sector wage billl (Heller and Tait. 1932,

This chanaad roie 9f the state as amplovar 15 coupisd wiin N
deva2liopmant over - the past twanty—-Tive vears of & stats that ha
bacome inward-iooking, protactive. and raguiavery.id ine starLs
has become srotbtzclbor of pirrivileqe . rsqulacor of competition., anc
principal investor. As one authcr notes. "Some larce privats
bueinessas thus often end up as the keeper oOf privilege gJranted
by the state, rather than as Schumpeterian entrepreneurs fiahting
1t 2wt 1n bhe markstplace” (Balassa, et zi.. 1986: 129). Dvnamism
is forfeited for a concern with maintaining tne status guc.

Not only does the state absorb larae portions of availabie
capital in its role as investor. but the state has absorbed iarge
por-tions of GDP 1n transters to state enterprises Toi consump-—
tion, especially 1in energy.  and in staple gocods. for example,
public sector expenditures as a percentaqe of GDP fTor all of
Latin America grew Trom 28% 1in 1970 to 42% 1in 1982. These datza
are presented 1in Tabie 4. This has been most notabie 1n Latin
American cases.

The largest portion of this 1ncrease is accounteaed 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 pericd. for a laraser
portlon of i1nvestment than similar enterprices in agvanced
industrial countries (Balassa. et ' al.. 1986: Worid Bank. 1987;.
As can be seen in the graphlic presentation of Figure 1, the
growtn ot 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 efiforts to 1mprove efficiency and
competition through divesture have seen some success.
liquidation, privatization of ownership, and =sven 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 f1inancial response and a
policy response to the crisis. In financial terms the response
of the IMF and the World Bank 1s evident 1in their increasing
activity. Between 1979 and 1987, developing countries’
outstanding arawings from the IMF rose fivefold. During the same

-
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TRBLE 3: |
PUBLIC SECTOR EMPLOYMENT (PSE)

OECD LDCs Africa @sia

PSE share 1n
non-agricultures
eneloyment 24.

Central coverment
share 1n non-
agricultural
a2 Loyvinent

centiral govermmenc
share of PSE 4.

Non—financial
public enterprisa
share of PSE 6.5

Share of PSE
WagES 1in
national i1ncome 17%

Ratio: averaoe

central government
wage/ver capita
income 1.7

Number of PS
employees/ 100
inhabitants

Source: Heller and Tait (1984), Tables 1, 4, 8, 21, 22, 23, 25.




TABLE 4:
GROWTH OF THE PUBLIC SECTOR, 1970-1982

(-

Public Sector Of whach, Progortion Pubiic Secter
State ‘ of GDP oy Deficit
: Enterorises __SFs Pe % oT CGOP
couniry ] 197G 1987 {1978-80) 1370 1982

Argentina : : 20
Bgrazil
Chile
Colombia
Mexico
Peru
Venezusla
Weighted
average
L.A.)
Malaveia
Korea
France

Sweden

Great
Britain 10 11

U.S.A. 22 21 10 9

Source: Balass=a, et al. (1986), p. 126.




P FIGURE 1t |
: ' CLAINS ON THE BUDGET OF NONFINANCIAL
STATE-OMNED ENTERPRISES
(SELECTED COUNTRIES)

Percentage of GDPlat sarket prices
Country : 2 -4 6 8

Argentina® i 13979-80
1970-73

Dominican 1978-79
Republic ‘

India
Malawi
Panama

-8ri Lanka

Tanzania

Tur key

Zambia i : z HEE % 1978-80

The length of the bars indicates government subsidies, transfers, and net
lending to nonfinancial S0Es, less SOE dividends and interest payments to
government, as a percentage of GDP at market prices.

1 Major enterprises only.

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




time period, tha Sénk g(o"e’ 121 =stwructural ang zeccoral
adjustment ioans, whion aCﬁounbed Tor zome 1% ot tcectal lendina
{Hood, et al.. 198&). In 1987. the Bank authorized structural anc
"sectoral lending equal to 25% of totzl lending. ’

The policy response of the multilateral ana bilateral lending
community. as well as a number of governmenis themselves. Lo
these deterioratina economic conditions has been developing
inchoatelvy over the past sevean vears. and mocst aspecially over
the past five wvears. However. the theoretical “policy reform
packaae” 1 now well knowit. as efforts to stem the tide of
.decline and potential detfault often have been imposed Trom
ocutside. £ =zimdble listins of many of the tvpical measures
suffices te suagest the depth and breadth of the orthodoA raform
package:

—~lower exchange rates;

-greater export incentives;

-less 1ndustrial protection:

~tighter monstary policy:

~higher real i1nterest rates:

-~less direction of credit;

-higher energy prices

-smaller {(1f any) consumer subsidies:
. -restrained public spending and a rscuction of
sector employment:

—-administrative and budqetarY reform:

-divestiture of state-owned enterprl as: and

—1ncrea=ed scope and part101p tion of the private sector.

4

s

vIt is within this context that efforts to 1improve the management
and implementaticn of reform efforts should be seen.
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P11, A FRAVEWORA FOR EXARINING IMELSHENTATION

1 arqued throuanout this papsr that aifferent tvees or
rm 1nitiatives focus attention on different i1mpiementation
. and that Y1t 1s possible to aroup reforms :i1n terms of
se 1ssues. A first 1ssue 1n  the 1dentificatieon oT problems
sociated with the 1mplementation of reform 1S taxonomic.
tainablie reform 1nitiatives. 1t 1€ often assumea. are
atively automaric once they nave peen neqoniatsd and
enta=. Whiie thie assumption 1s particularly prsvalaent 1n cthe
mac;o-golicy retorms, rarelv are cle=ar delingations maca
swween the tvypss of oelioy  chanaes ana the relative esase of
their impiementation. o/
David Kortan (19%ge)1 attempts to distinauish opetween =troke ot
the pen” macro-policy reaforms and micro—-pollicy revorms which
often raquire hignly complex and difficult 1nstitutional
chanaes. However.  even this dicnotomy underestimates ths
implementation i1ssuss associrated witn macro-policy reforms.
Kortsn argques that these. reforms have a "minimal reguirement
for the development of new 1nstitutional capacities.” and that
although thers mav be grave difficulties 1n generating initial
political consensus, “once the decision 1s formally made bv ine
competent political authnority, 1ts implementation 1€ a
comparatively straightforward process” (198&:1). :

However , I would araue that .there are few. it anvy, policy
reforms that fall into the ‘“stroke of the pen” categcrv.
Further, "aetting the orices right” may be much less important
than good 1nvestment decisions which reauirea more compliex
institutional and 1informational components.is In ei1ther case.
reforms and their implementation are processual, involving on-
going decision-making among relevant stakenolders whe are
affected by and affect the content of reforms 1n context.l?
Reforms are rarely, 1T ever. settled "once and for all.” In
fact, the "failure" of reform 1nitiatives of various kinds and
at wvarious levels may be closely related to the failure of
regimes and donors to account for the wvarving requirements of
implementation.

Grindle and Thomas (1987) distinguish between "pressing reforms”
and “chosen reforms” based upon the means by which policaes
become part of the agenda. Pressing reforms. a term borrowed firom
Albert Hirschman, are those where there 1s a clear perceptieon of
~crisis. These policy 1ssues 1nvolve nigh stakes, they generate
considerable political opposition, they are highly visible and
emphasize major changes, and they are "decided” (i.e., beccme
part of the policy agenda) by relatively small numbers of
decision makers. Pressing reforms, then, are of hiah risk and
have critical implications for the legitimacy and viability of

the regime. B8But, once there is reasonable political consensus
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By contrast. chosen rareorms are mucn l2ss ofta2n macro-pciicy
ini1tiativaes. Ratner. they tend to be sectitorai i1n nature. Because
thav affect and are arfectad bv the i1nstitutional context, the
process of 1mplementaction 1s more prolonasd and problematic. As a
result. the sustainability of these reform 1nitiatives 1z a
function oFf i1nstitutional and bursaucratic compliance and action.
In this formulacicn, a more real:istic discus=zion OF the nuances
of «difrter=nces amons reform tyos2s can be =een. Thus. retorm
1nLttiativas can o8 categorized 1n tnat there are discernipble
characteristics. The approach taken nere paralle¥ss-ana refines
tne dizcuszsion a7 arindle and Thomas. It 1g araugﬁ'that reftoirms:

Vs

. , _ . {7 ,

have rdentiftiapie theoretvticat objﬁcclvea. andg are

theretore. “targetea”; e
; ! /[

engender specilfic actions because “of ths theoreticai

basis Tor the achievement of tnelr oblectives:

By involve differing - time Trames foirr the expectead
achievement of resuits: ‘

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

If reforms can be grouped by some guiding theoretical purpose or
goal, and 1f their purposes suggest or direct us to systematic
and consistent sets of actions that ougnt to be taken, then there
may also be consistent 1mplementation reguirements assoclated
with different reforms that are necessary for their achievement.
Several‘hvpotheses suqgest themselves:

Certain Kinds of reforms mavy reqQuilira gqgreater (or
lesser) institutional apparatuses for their
achievement or implementation; ~

Certain kinds of reforms may require a dgreater (or
lesser) degree of political will and leadarship for
their successful 1mplementation and accomplishment:

Reform 1initiatives cannot be treated as discrate
projects. Tney 1nteract., they create externalities
which affect other reforms, and they are not mutually
exclusive; '

Differ=nt reforms may pull 1nstitutions and prccesses
1n different. and possibly contradictory, directions;

Different donors, as well as diffzrent stakeholders
within the country, have different agenda, and these

19
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SUDDOI L1Vs.
Thus, different LYDES O7 retocrms sSy/stamaticaily wWwiil na
difrerent kinds o7 1implementation opstacies: these 1mpsdimen
will occur at ‘different staqges 1n the implementaticnh oroceas
and thay will occur at different "sites” oFf decision-making and
action. fwo 1sSsues reiated to the "site” of decision-faking
are:

Certain reforms shouldtheoraticaily occur “prior” to
sthers and must De 1n 2lace before others can be
acfirgvec., 2a2i1ther Jor reasons ofT LNEeL economlc
rationale or tor r2asons of poiitical and i1ncstitutional
CapaAcl iy i’

The "locating” of reforms. Doth in terms of the path
thaey take through iinstitutions, and 1n termse ofF
interecsts affected. 1= i1mportant.

Finally, the i1ntent hers 1is to 1identifv systematic problems of
implementation. However, this 1T not to suggest that a simple
blueprint can be otffered. in Tacet, quite the opposite 1s true.
Implementation 1ssues are contextual: the contex in which
reform 1s 1introduced and in which reform 1 “i1mpiemented is
critical. Different environments, different behavioral modes and
responses. different i1nstitutional settings., different regime
goals - all of these affect the paths toward i1mplemzntation and
the viability of reform. The dynamics c¢f implementation do not
occur outside of the context of the country 1n which referm 1s
being conducted (Grindle. 1977; 1980).

What 1= argued here 1is that 1T we can 1identify ex ante and
theoretically, and empirically. those potential obstacles that
affect 1mplementation. then we may be able to desian
interventions that wi1ill assist 1n the alleviation ot some of the
implemaentation problems, prior to their appearance or 1in
response te their appearance.

In this <section three 1ssues will be discussed: First. an
attempt 1 made to provide a typology of adjustment or reform
initiatives. Strategies of adjustment can be distinauished based
upon their economlc purpoces. Second. I suggest there are a
series of critical i1ssues related to i1implementation. A growina
bodv of literature attemmis to address the bottlenecks of the
implementation process, anag argues that different 1mplementation
1ssues affect different components of the policy-making arena and
policy outcomes 1n different ways.l13 Finally, an attempt will be
made to link “clusters” of reform 1nitiatives to the discussion
of the effects of different 1mplementation problems.

A. Types of Adjustment Policiesi’?

20




Ths ra3rious a2Yurmm 1ni1tiatives
the 17802 Hv Lhg gonor ccocmmunity
characterized and typologized
‘these 1nitiatives.

1. Liberalizing the Economy. A first set of raforms or
"adjustment” policies has as 1tz objective the liberalizaticn of
the economy, o2rimarily {(althouah not axclusivealy) throuan
macroaconomic »olicy chandge.

2 v, three Zitferent sets ofFf ra2forms zan e
distincuicshed. A ¢t set of policiss aims at tha recuction of
effectlve demand NG utilizes ctraditional toole of demana
manasemrant. ingse poiicies mav D& characterized oy therr
relatively =hort-tarm time horizon, bv their empnazis  on
reducing imbaiances in the externai accounts and the domestic
budget. throuah expenditure reductions, and by their focus on tne
macro- financial conditions of the nost country (Cornia. Jolly,
and Stewart, 1987).

Within this cat=go
17
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It 1s thase policies that we ordinarily associate with the
Intermational HMonetary Fund., which we most often think of as the
stroke of the authoritative pen” policies invelving central
aovernment decision makers (Korten. 1986).20 As Cornia. et al.
{1987: 50-351) note., these policies generally 1nciude such actions
as the tightening of monetarvy policy. removing oOr reducing wadgs
controls, reaeducing cradit cei1lings, and policies aimed at
stricting real incomes| -

A second set of policies aimed at liberalizing the sconomy 1S
often associated witn the apboproach of the World Bank. Policies
aimed at the shifting of /!productive resources from the non-
tradeabie sector to the tradeable =s&ctor. and Trom consumpilion
to investment, have as their objective the expansion of the
suppivy of gqaoods and services within the countiy.2! Macroeconomic
structural adjustment policies aimed at the expansion of the
supply of goods and services tend to have a longer time Trame
than stabilization policies and are i1ntended to complement the
thrust of stabilization policies. Key to these pqlicies 1S an
emphasis on allocational efficiency., encouraging market-oriasnted
incentives, and wutilizing the state as a stimulus to private
sector market efficiency rather than as a regulator of tne
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 thirough the alteraticon ofFf 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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SOME Dpolitical congensuys. Whiws  Loaraus tnzl the tmol2m2antaticon
of Lthzse Draszing retorms’ an Lhe macsrs leval may requlirs less
puresaucratiz  ang 1nstrtuticonal  actisns arnd  nors nlan lsvel
poiitical Pomm15m=nt 1t 1< overlwvy =zimpiistic to 1gnors tha
potential Lnetltutlonal implementation 1szues that maw O8
ascsocilated with thess efforts (Grindle and Thomas. 1987;.

A third set of reform efforts to liberalize the economv focusas
more directly on speciTic <ectoral activities tc eaxpand tne
supply of goods and serwices. While these initiatives are in
many wavs 1ndlstinct from the apove “exeenditura switching”
policies at the macro isvel :n terms of oDjectives. there ars
clear distinctlions Lo e mads regardina the 1@plamentation
1SSuU23 that mav arise. gxampies  of these r=ztorm 1nitiativses
would 1nclude specific orice and sSudsidv peolicles aimed at
beneti1itting a zpecific sector, such as, for exampls.,
agricultural producers=. These reforme are much more 1likeiy
(although not necsssarily) to 1nvolve non-central mimistiy
instiltutions and to require actions at the iine ministry levei.
-ameona a3  particdlar group of producers, or 1n gecdgrapnhically
distinct areas. Ac a result. the kinds of 1mplemantation l1ssues
that arise may be wvery di1fferent.

. . W 2 :
The recent shaifts i1n the embhasiﬁ oT the World Bank. as well as:

the long-standing focus ofFf much ‘of USAID reform policy, ar=
sectoral 1n nature. Here, allocational efficiency becomas
comparative sectoral efficiency.22 In particular, much of the
thrust of structural adjusiment and poiicy reform distinguishes
between macroeconomic policy and the cspecial needs of the
agricultural sector.?3 :

It 1s 1mportant to note that the earlier distinctions among

stabiiization and adjustment policies have become somewhat
arbpirtrary of late, and the distinctions between macroeccnomic
policy and sectoral policy retform initiatives aimed at
liperalization have also recently taken on increasing

importance. This 1s particularly true of the approach(es) taken
by the World Bank.24 Similarly, the International Monetary fFund
has moved away from strict stabilization short-term policies
toward ‘“structural adjustment”, through the creation, in 1786,
of 1its Structural Adjustment Facility with SDR 2.7 billion
available, and the adoption of a three-vear planning and policy
horizon.z5

2. Reforming Organizations. A second clustering of reforms
has as 1its objective changes 1in 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, 1t 1s 1n these reforms that the

bias by the donor community against the public sector becomes
st explicit. While concern for the <size and efficiency of the

public sector are expressed 1n these 1initiatives, actions that

22
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W1ll =resure Lhe arcanizationzi arad

these ratcrms are rarsily sxaminec 4 . :
in1hiavive parcisulariy  involves " ¢ T o
rmplementation problems. Acain, i 1nNqgquish ameong thece
reforms aimed at altering the ] of aovernment

directliy.

A Tirst objective of reforms targetsed a2t geovernment 1t
reduction 1n the civil service. A& second objective

reforms 1is to r2duce the si1ze of and/or alter the sfric

the parastatal <cector. In this cateqgory one Tinds muck

effort toward divestiture ana porivatization.:zis Fina‘xv, a
objective of thece r2form= 1S to restructure or reor<anize tha
public sector 1i1tzalf.

Each of these objectives aims at improving the sfricisncy of
pubiic sector operations anc to 1mprove the capacaity of the
public sector to respond to. and stimulate activities of., the
private <cector. Thus, 1improving market oriented :ncentives
reorienting the bshavior of the public sector away from an
inwaré orientation” and toward an ‘“outward orizntation,”
impreving the planning and budgeting or financial manasament
within government ministries, and deceantralization.
privatization, and speeding up overall government =2fficiency are
the clarion calls of these reform initiatives.27

Each of thesz2 reform or adjustment 1nitiatives =ugqaests a
different set of potential implementation obstacles. The contant
of reform initiatives i1mplies different i1nstitutions atfected and
different paths to effective 1i1mplementation. Aamong the key
questions that need to be addressed for different reforms are the
following:

Who neads to be consulted in the negotiation process?

Where must consensus be reached regarding the r2form
initiatives?

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

Which reforms may require 1long-term gestations before
stainability” can even be evaluated?
)}

What are the potential 1i1mpacts on larger societal
forces, and do these forces present potential demand-
making capabilities? '

What are the potential impacts upon vested i1nterests or

stakeholders inside government (bureaucracy, political
party officials, etc.) and outside 1n society?
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For examnla riadle znc

fneme=s 11987, and Bercern ¢ 192%: . havs
arqued chac for macre-goliioy  Or oraszsina ratorns . (hE orincipi=
1ssuss arsa reaine stapility. reqimez  g2intenance. =0 :u;::z:ai
consensus ou1la ng and commicment. ihere ars Tewsar ke
institutional “sites” of gecision-making and these aie of filch
level. Sustainability, then. 1s the ability tc maintain high
level political consensus and, in sssence. the soci1al contracet.
‘Decisions about "who" will 1mplemant reforms of this Kind are
guidad by where there are (1) “sites” that can aesnerata.
political consensus: (2) "sites” that can accomplizh high level
technical decisions: and (3) “sites” tnat are linked by an

information flow te leadershic.

On the otﬁer hand, “chozan ratorms,” or Kcorten s micro-ccolicy
_refecrmes. 1nvdlve mors  Sit2T  of deciTion-making. nave jreater
organizational <concent, anad decizicns about the ‘uwhs’' o7

implementation are gquided mors bvi the technical : logic of tne
reform than ov the” political 'oq1c of reform. As we move
increasingly toward Sectoral and erqanlvatlonax reforms, 1ssuscs
of regime maintenpance and legitlmab» play less of a irole., and
organizational/bureaucratic concerns become more central.
i

Lamb (1987) offers a somewhat difisrent “‘strategic mapring” of
potential implementazion 1ssues. He suggests that several 1ssues

need to be resolved during the policvy process to assure
effective poclicy management (as opposed to conventiona.d
institutional development approaches).z8 Synthesizing his

concerns, the followlng kevy guestions must, be addressed:

What functions need to ibe performed to carry out the
reform? That 1=, what are the key componenis to the
policy decision-making process?

What wunits. agencies. or organizations control these
functions? This mav mean “tracking a policy across
organizations or units.

Wwhat policy analvtic capabilities are needed, and how
can the reforms be made less i1nstitutionally
demanding? g
Who are the effective ctakeholder° in the process?
And, 1 would add:
Are there Key sequencing dnd timing 1ssues that need to
be considered 1n the 1implementation of a given reform
or combination of reforms?
Thus, there are a serics of strategic choices that must be made
during the design and 1mplementation process, cholces iegarding

program design. institutional setting, analytic capabilities
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reaQuiraa. “moact  of and onr bensTiciarigs or Ttaks=nce

cigEr-=s. anc
N timing of 1nitracives. Diffsrent retorms will xnvoivsvészerenz
strateqic cnoices. Therefors=, there are differsnt "zaths oF
implementation Tor reforms dependent on the content of the
- reform. As & result, ditferent potential i1implementation 1ssues
become of relevance. A schematic representation of thesz 1ssu=cs
suggests 1tselt:
Different reforms have different theoretical objectives ——> different
prescriptions ———> different instruments of action ——> different
implementation problems arise > different types and sites of
interventions. ) ' 0
In the Tollowing section we will =xamine some of tn=T2 sotzrtial
implementation boitienecks 1n tha2 process
i8
B. Potential Bottlenecks Related to Implementation
i
Our discussion of the types of reform initdatxves suggests that
there are meaningful ways of clusterina reforms bath from an
gconomic as well as a politico-—administrative persoecitive. The N

[t

prior section Tfocuses on the identificaticn of these clilustiers.
Here we take several steps back to i1dentlfv-issues that have been
raised as potential bottlenecks 1n the i1mplementation orocess.
The key- question here 1s: can we l1dentity gensric factoirs and
varirables that aftect the implementation of any pq%icv?

A Tirst factor that wi1iil affect the 1mplementing of policy change
is the intensity of the change required by policy initiatlves.
Some reforms are much more intense 1n terms of the political wiil
required to sustain them, while otners are more intense 1n terms
of the administrative or organizational needs for sustainabilit.s.
Some reforms are intense in both political and administrative
terms .29 '

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 abcut these reforms? Do reform
initiatives require a modification of the political or social
“rules of the game,"” that 1s, the soclal contract extant in
society?

Often, those reforms described as “stroke of the pen” ara
characterized by the high degree of pre-existing consensus that

1s required for sustainability. Many macroeconomic reforms

S require littie pevond sustainable political will and leadership.

» - Here, +he strategies for sustainable implementation may roquire:

B
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A reilated 1ssue of administrative complexiny 1S the
"siting” of reform. Reforms 1nvelve greatzr or Tewer nund
zites of decision-making DDeforz and during the procs
1mplementation. The aresater the pumbegr o7 sSites oOF
making that may occur during thea implemaentation prac
greater the possibiiity that reforme can De gistortsd. o
effectively blockad. Mechanisms to limit the numpber cf
decisicn-maxkina can faciiitate the 1mplemantation
However.ﬁ}he cenverseg may also be a problem. Wheres desclsion-
making 1s ovarly centraiized and hierarchical. imclementation may
be more problamatic as well. The fewer the number of =zites of
decilision-making., the greater the 1ntensity oFf decisions made at
those sites.
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Another sotential i1mplementation bottleneck 1s the containability
ot retorm initiatives. Are specitic reform 1nitiatives
"contained” withln a single 1nstitution or are decizion-making
and the effects of refTorms spread across i1nstitutions? Where
there are multiple institutions 1nvolved 1in the implementation
procass. coordination among these is critical. Similarlvy, some
reforms generate externalities that atfect other retorm.2florts.
In that sense, some reforms are less self-contained in terms of
their relationship to other i1initiatives. Where there are strong
externalities of a reform or where there 1s multicollinsarity
among reforms. the 1ssue of coordlpgtion becomes =aven more
pronocunced. a

The interrelatedness of reform initiatives rais=s yet anotner
issue: the sequencing and timing of reforms. As noted earlier,
there 1 a clear economic rationale for sequencing reforms bacsed
upon the prior necessity of certain actions for the successful
implementation of subsequent actions. The economic logic of
stabilization prior to structural and sectoral adjustment i1is key
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of timing 1nvcive tC suchn as nee
capabilities prior to introduction 2
strengthening of & 9given oirg9anizational uniti's
capaclty prior to the 1ntroduction of reform TEGUIT1ING
implamenting accion on the part of that 1nstituticn. Simiiarly.
the stranathening of procedures and Tunctions within an
organlization. such a< planning and pbudgeating. mav neec Lo precede
actions on reforms wilch requlreg that institution.

In addition. the issuacs  of timina anc secquencing  3acdres:s
1NCcreasing concarns apout the absorptive capacity o7 reforming’
goverrmeants. O7ten. Tor exampls. oNne neairs thz: ohe reason Tor
“"failiure" nhas besen ‘too much, too zoon. ' YeEt. {1t%i=2 prior advice
1= otifered in terms of how much 1S toco mugh. when 1t 1S Loc much.
and what can be.Jone to increase appropriate absorptive capacity
in a svstematic way.

A further factor that may affect the sustainapility ¢of a reform
ini1tiative 1s the degree to which that :1nitiative requirss
organizational “"learning” . Much of the work that David Kortan has
done boncerning micro-policy reform fTocusz=s attention on this
issue., The greater the need Tor social and orsanizational
learning. information, and feedback in a reform in:itiative. the
greater the propbability of difficulties 1n the implementation
process.

We can i1dentify an additional implementation bottlsneck that may
arise. one that focuses our attention on the larger picture. All
of Lthe above political, administrative, and inter-institutional
issues occur 1n a contexit or environment of reform. The degree to
which anv or ail of these factors may be more or less <salient 1is
contextual and subject to change as-the context 1tself changes. A
concern with sensitivity to, and tQa monltoring o»f. the larqger
context is a critical issue that cuts across the set of issues
noted above.

Finally, there 1s 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 probleme of i1mplementation are as closely associated
with the capacity of the donor community to carrv out the refcorm
in terms of the predilectiocons. comparative advantagas., stvle, 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 i1ole of the IMF, arz thers=
certain kinds of reform Lssues for which 1t 1s betier suited than
others? Does the absence of a field-based continuous presence on
the part of the IMF 1limit 1ts ability to sustain reform
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inappropriate agen Oor 1mplementing macro-policy 1nitiatives?
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C. & Matrix oy Implsmantation Probiems

While cuir zntention here haz not besen cC g1 -ner an
exciusive 0" exnaustive cnaractsrizattiohn Qotential
impiz=2mentacion iz= . We ar=s concernegd with Lhe nat are Lth=
most salisnt. i nave ldgntiti=ad ning such : i that mavy
ariecti 1mplamentartl

Political intansityv {(PIlyg

Administrative complexity (AC);

The number of sites o7t decision—makina (S::

The degres o7 bdureaucratic routinization or chance
required ( .J)3

The degree of seausncing or timing reauirad (T!:

The containab:ility oFf reftorm 1nitiatives (C):

The amount of orazanizational laarning and 1nformation
required (L) '
The relatedness of reform to the largsr context or
environment (E); and

The donors’' compatibility with the 1ntended reftorm 1in
terms of organization, skilis, and goals (DC).

Thus, the potential for bottlenecks in the i1implementation of a
specific reform or a package of reforms 1= a function of the
degree to which these Tactors are relevant:

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

One can think of the strategic management of policy raform as the
effort to account for these potential implementation pitfalls in
the desigan and conduct of reform. Strategic management raguirecs
the design of management interventions that respond to
implementation obstacles as they are manifested 1in differant
reform initiatives.

Our ability to "forecast” or diaganecse the potential pitfails of
implementation ics related to our ability to determine how 2 given
reform type moves along the path toward implementation, and the
dearee to which these 1mplementation bottlenecks are relevant.
The identification of these linkages 1n the implamentation
process 1s a process of strategic mapping. Strategic mapping

requires the identification of "locations” where either potential
or manifest implementation obstacles appear as places for

designing Lnterventions.
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The arsument nere i1s that scme of the cells 1 the matrix are
mors wmportant as potential implementation prefalls raguiring
actionz minimize their i1mpacc. For eaxample, under macrc
policises aimed at liberalizing the =concmy throudah the rzduseh
of demana. the potential Tor pProblems of hneightensd ocoi:ir
intensityv ara oF arsat salisncs. Thus. instrumsnts
aamellorating these ten=1ons  are agerooriace stratagras
iintervention.
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Similarly. reforming the civil searvice mav hgve repercuszions at
various lavels and at wvarious time=s. Ultimately. howaver. Lhs
implementaticon of civil sarvice vetorm recuires the sstapliizshment
of bursaucratic procedures for determining civii cservice needs

qualification svstems, testing procsdures, mechanisms for the
release/retirement of personnal, and pension and other in—-kind
remuneration schemes. All of these. and other i1ssues., are onss of
administirative i1ntensity and compliexity. @ Yet, the potential of
civil service personnel to form a salient stakesholding fTorce with
the capacity to make demands 1s an issue of political intensity.
Resolution of the issue, therefore, may requilre action at both
levels.

I will return to an application of this tvpology after a
discussion of the specitic context of Zambiz's reform
initiatives.
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: FIGURE 2: ,
MATRIX OF REFORM INITIATIVES
' AND
IMPLEMENTATION PROBLEMS

- LIBERALIZING THE ECONOMY INSTITUTIONAL REFORMS
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IV. AN HISTORICAL BACKDROP TO ZAMBIA’S:
POLICY REFORM INITIATIVES

Zambia’'s development crises of the 1T70s and 1780s are 70U uniika
those that have plagued most of sub-Saharan Africa. Constraint=
to development are found both i1n a set of internal Tactcirs tnat
accomeanied tne post-indepencence ceriod. as well as i external
factor= that have exacerbatec conditicons dramatically 10 tns past
decads . Y

7

Internal Consoiralnts Lo Zampia ' = Uevelopment

any short list of these i1nternal constraints wouid 1irslude: the
incrediple scarcity of skilled manpowar. par-icularly at hiarer
leveles: the disiunciure betwezan politiczal 1ndependence and
gconomlc indesendence. manifsst mest clearly in the cwnerzhip and
manas=ment of Lifads and 1ndustry by =sxpatriates, as well as by
thelr pressence i1n the wage szector; ooliticazl fragilicvy and
instituticnal weakness: and unarticulated ot disarticulated
national eccnomizs . 30

These 1nternal constraints of the posi-colonial period nave deen
severe. in the oeriod 1mmediately Tollowing 1nd2pendence throuaqgh
1975. Zambia was one of the most prosperous countriss on the
African continent. However, economlc prosperitvy dic not mean
economic i1independence. Similarly, political independance did rot
mean sconomic 1ndependence. Post-colonialism was characterized by
the lack of indigenous capital accumulaction of a self-erparding
natuirs, effect:vely limiting growth in  the econosmy. Non-
indigenous c¢apital was oniv minimally 1nvolved 1n domestiz
nolitical processes. and the emergina state was developiling with
limited autonomy from non—-indigencus gQroups. Muzh of the
prosperity. nowever., was tied to a single export product: copper.
While other mineral exports (zinc and cobait) contribuzed to>
export earnings, 1t 1s clear that copper was and 1 kKing 1N
Zambia. While copper prices remained high in the 1nternational
market, Zambia was able to generate large financial surpluses.
surpluses that financed the economic nationalism of the Kaunda
government .31

In the immediate oost-colonial vears government dJdid little to
alter the 1nherited economic structurs except to introduce larecc
increases 1n social welfare activities. However. by 1967 the
clear recognition of the gap betwz2en control of the poliiy and
control of the seconomy was evident 1n the emeirgent docirines of
humanism and economic reform. These reforms were 2z2imed at
increasing indigenous control of the economvy by (1) reserving
sectors for exclusive 1ndigenous control (retail and wholesale

-
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AN sarlily manpowar =study sugassted that appreoximately 62% of the
totai amploviment of ifrained manpower was expatriate (Jollv anc
Colclcughn. 1972: 210). At the start of 1964, there were a mere
109 Africans with a university education and slightly ovar 1,300
with secondcary school cdegrees (Dresang and Young, 1980: &0).
Thus, at Lnoependence Zambia was faced with the dramatic
constraints that limited skilled national manpower 1implies.
However, in addition "Zambianization" was not onlv a matter of
replacing colonial officiais. but also of coping with the rapid
growth under the 1mpact of ite Tirst two development plans and
sharp 1ncreases in the public sector.

Evidaence of other internal coenstraints ascunds: the overwheliming
dependence on the copper 1ndustrv: limited indigenous industry,
even on a small scale; and the paucity of i1ndigenous control over
key sectors ot the economy. Such as commerce, financial
institutions, and commercilal agriculture. While a series of
domestic economic reforms were i1ntroduced i1n the early vears of
independence with the expansion of state control, little change
occurred in the problems of dependence on expatriate manageriail
talents, the dominance of an export-oriented, import-substitution
industrialization (IS1I). or a capital 1i1ntensive development
policy with a strong urban bias.

Nor did change occur 1in the problems of a lack of a cecherent
public sector apparatus (Tangri. 1980: 50-68). Data from 1975
suggest the severity of the problem, as well as the even more
dramatic problem of a2xpatriate presence in upper level positions.
As can be seen 1n Table 5, there 1s close to an inverse
relationship between 1level of employment and Zambianization of
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TABLE 5: |
ZAMBIANIZATION IN DIVISIONS I AND II
(By position)

Category by
hierarchical order __Total tmpioved

Clerical & reslated
Secretarial

Executive & Administiative
Technical

Professional:

Superscale
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Source: Zampianization 1in the Pubiic Service, as cited in
Dresang and Youna (1980: 77).

The institutional weaknesses of the public sector stemmed not
only from the severe lack of manpower: 1t was also a function
of a piecemeal expansion of governmental functions acquired
by the state. Jerry-buillt administrative structures in the
parastatal sector compounded the administrative difiiculties
of the central governmental structure.33 As one author notes:

very few c¢cilvil servancts were experizsnced in the
formulation and 1mplementation of policies fTor rapic
economic development. In the private sector, lccal
managers had hitherto been entireivy dependant upon
policies originating in Rhodesia or South Africa. Almost
by definition, the parastatal organizations were federal
in character and management. Thus upon independence,
parastatal i1institutions from the Agricultural Rural
Marketing Board to the Bank of Zambia had to be czreated
ex nihilo 1n a very short space of time (Elliot. 1968.
Cited in Tordoff, 1980: &-7).

Not only was there a constancy of reorganization and
expansion of the functions of the central ministries. but 1n
addition, the growth of the parastatal sector was nothina
short of phenomenal.3<4 During the five vyear period btetween
1963 and 1968, there were four 3jobs created 1n the public
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Young, 1980: <207,

L4 g ) - 0

This expansion of the state was 2 clear element >f Kaunca
Human;sm and 1tz emergence as an economic qocirine. In 196E.
the State took over. on a 51 cercent sharehol ding basis.
twenty-s1x large  firme 10 constructiorn. commerce. anc
transport. These firms were “invited” to sell 51 percent of
thelr shares tc thes Zambian sovernment. One vear lazner. tns
minina companies folickwed. and 1n 1970 1nsurance anc buillaing
1ndustrizss were taken over. While thesa actions 1ncredcsd the
State’s participaclon in anc conwroi  of . che eccnomy. Lhs
1rony 1N much or Lhe takeover 1S thao 1t w3s occurrins just
as the sconomy was beginning to siacken. In parcicular., while
coppear prices were high - 1mmediatelv upcn the assumztion o7
control by the State, Tive vears laterythe a=cline in the
price ot copper woulc make that Stats control acmgtnlng of a2

Tinancial burden. i%)
Nowhere 1s this st;ie axpansien more evident than oo th=2 \
parastatal SEQtoQ;’ : b\

W

U]

——_ )

State-ownec comcanies and statutory sodiez, operating :o

a varving extent 1ndependently of cavil service and

parliamentary controis, continue to extend the long arm
i f of the State 1nto the most wvital areas of Zambian
‘] economic and political life" (Tordoff, 1980: 20).

In the First vears oFf 1ndependence., both new and esxtant
parastatal organizations were used to provide a whdle ranags
of new services., to reorient transport svystems. and to take
majority ownership i1n 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).

Zambla's major “"commercial” state corporation. INDECG, was
given vast new responcsibilities and powers in the negotiation
of the takeovers and i1n operating these and other commercial
activities 1in the economy.35 In so doing, INDECC almost
immediately became a super-agency, an enormous industrial
corporate giant 1nvolved 1in production and distribution
svstems. By 1980 INDECO encompassed 29 firms 1n such
industries as food processing, building supplies, metal A
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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Finaliy, all three oT theee were placed under the directiocn
of a newlv created "all-embracing conglomerate.” ZIMZO
(Johns., 1980: 1073 . Further reorganization 2f ZIMCG
substantially increased its power in 1978. As a result of the
reoraqaanization. ZIMCO would retain only two relatively
autonomous holding companies, INDECUO and NIEC. the naticnal
corporation controlling 1mports and exports. All others wers
abolished. As a result, all subsidiary bodies {of which
were 1i7) came to 7ail directly under the ZIMCO z2oard,
several statutory boards were placad undsyr ZIMCG tn ar
to 1neraase the:r self-sufficisney. including the
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Rai1lwavs. Zambia Airwavys Corooration. the “urai e
Corpcraticn, ang Lhe PosteE and Telecommun
Corporation. This reorganization reaesultsd
autonomy Tor the parastatals. bvpassing ths national planning
oprocess (NCDP), among other :i1nter-wministerial funczicnal
needsz.; At the sams time. operatinga on a8 For—-pirofit tasis and
under cost gfficiency ruies. the hove and the effort was to
reduce the i1netficiancles of the state sesctor.
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Similar - expansion occurred 1In the non-commearcial statutory
bodies and smaller state corporaticons. Reorganizations led to
the creation and dissolution of a number of state-owned
organizations, 1ncluding. among others: (1) the creation of
NAMBOARD from the merger of the Grain tarketing B8oard and the
Agricultural Rural Marketing Board; (Z2) a new Ruial
Development Corporation responsible for rural credit; (3) the
Zambian Electricitvy Supply Corgporation (ZESCOY; (4) the
National Transport Corporation (NTC); and (S} the sational
Hotels Corporation (NHC3}. Reoraanization fTollcwed reor-
ganization as the government attempted to raticnalize and
streamline the oparations of these muliti-fzceted bodies in
additicn to efforts to make them rasponsive.

The evolution of this somewhat haphazard system 5T quasi-
governmental expansion has meant a governmental
organizational mix that 1s partialily removed from the contrel
and oversight of either the legicslative becdy 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 1in many cazas
insulated inefficiencies and costs to qovernment

The case of NAMBOARD is instructive in this regard.
Government control of maize marketing goes back fTorty-five
vears and by independence most longer-distance agricultural
marketing was government operated or subsidized. Independence
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Several authors have pointed (o the constantlv recurring
problamz of poor perfcocrmancs and mismanagement. much of it
inherant in the contlici=z and ovearlaps between MAMEOSRD and
the cuasi-parasta L i previnc:al cooperative marketing unions
(Good, 13986 Ko , i98¢). The sxistance of two cfficial
marketing orsanizations rasuitsd 1n the <uplilcation ©OT
functionz and inetficienciss {(Good, 1984: I7F

O
N Su @]

Qut o7 thz realiaticen 27 these ovnrlane camea ng cal: TCH
the mhasing aut of one or the other or for a merqer. In ihs
19703, the responsze OF the Zambiarn govarnm2ant “was to exzand
the role of farmer cooperative unions For a=neral surposs
marketina 1n ural areac, espeacialily tn terms of thair
purview over lntra-provincial marketing. In the =ariv 1780s.
tha ccors i1nharited NAFBOARD "= moncpoly 1n certain products.
As a result. NAMBOARD responsibility was reduced to inter-

provincial trade. stock hnholdina, and importsexport. The

result was massive contraction of MNMAMBOARD: 80% of fhe staft
was releassd and there was & loss of depots outside major

'tcwnq. {Avdd., 1986¢: 248).

Howewvear. in the ensuing vear=s the coops exhibited even more
mismanagement anc¢ corruption than had NAMBOARD. Thne same
problems of casn Tlow and liguidity crices app=ared.
Cooperatives seldom made purchases Trom farmers from their
own financial resources, relying instead on government srantz
or through bank-gquaranteed overdratts, or both. Ons effect
exemplifies the oproblem: checks 1ssuasd by the E£astern
Cooperative Union, valiued at over Kl million, were
dishcnored Dy Barclays Bank {Good. 198¢: 261). 8y the =2nd of
the third season ot coop contirol, the government cave control
back to NAMBOARD (January, 1985) for 1intra-provincial maize
marketing. vet 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 oT marketing functions from the
cooperatives. By mid-1985, total confusion was avident 1n the
funciional and organizational structure:

NamBoard had acquired 1incraased powers and functions
[for purchase, haulage, and storage of crops)] which 1t
was known to be unable fully to carrvy out. The
cooperatives had supposedlvy been deprived of their
marketing functions, but were expected to render
important assistance to NamBoard in areas where they had
lost . powers. Furthermore, inefficiencizas anc
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The overlap of actaivities involved the Minisiry o7 WCrks.
Ministiv of Power. licensing through the Ministry o7 Commercs
(for fuel import iicenses ). foraign exchange secursad. Lhrough
the Sanik of Zambia (for fuel and juts bags). NAMBOARD, the
~opEirative unions, th2 Truckers Assoclation., and :the
H*n stry of #Aariculiure. ‘This case :ilustratss manv of the
proixi=ms 1nhersant 1n the vagﬂeness 27T lines of authoricy anrg
resconsability. the relat:ve auctonomy of the parastatzls. and
the general i1ncoherance 1n  the admiristrative stiructu
the acvernment.

By the late 13770<. the parastatal ssctor was cohe larcest
componant of the Zambian economy. aenerating well over half
of GDP and providing a third of all wage employment i{Johns,
1980: 1201}, tven “whiie osverall Tormal sector amployment
declined in the mid-1970s. employment in the parastatal land
puilic zsactors continued to arcw (Tabls 6.

While this 4growth c¢f the parastatal sector was not =z
alarming concern Tor the government during the vyaars of
aconomic prosperity (in fact it had been ancourased cocpenly).
the period since 1977 has seen 1ncreasing concern expressec.
While policies of economic retranchment that begar to
characterize Zambia in the period since 1277 incireased the
awareness of needed action 1n the parastatal sector., it =till
remains unclear as to theirr degree of commitment to the
dismantliing ¢f large portions of the ssctor.

Thus, by the late 1970s a clear set of internai factors could
be identified that hamparad the developmental promizsg of
Zampia. Many of these constraints were adm:inistrative 1in
nature. For example., we have pointed to the following Kkey
management and administrative factors:

TABLE 6:
EMPLOYMENT BY SECTOR

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

June 1975 137,420 34.5% 133,150 33.4% 128,270 32.2% 398,840
June 1976 113,330 29.9 134,220 35.4 131,850 34.8 379,400
June 1977 103,050 27.7 138,370 37.1 131,050 35.2 372,470

Source: Fincham, 1980: 304.




~continued lack of skilied personnkl at zall iavsl
particularly in the upper “=achec of naqeme”t
professional service: ; !

~-a lack of =killed personnel 1n both the public (and
qua=si-pubiic) and perate sector:

-~great veolatiiity ‘within the civil =zervice zat senior
levels: o |

-weak rtraining facilities: o

-a massive and rather haphazarc exzancsion oF =he stiate
sactor: ; :
_-lﬂ“tltUthﬁallﬂﬁakﬂ sses within the central governms
-the 1ncreasing: Flle of a portich of the stats zeo
without clear lings of autherity and communication
policy terms; and l

(H

~ynclear 1lines ot vommunl atlon bet&een ths oolitiecal .

anc oureaucratic~adminlstirative siructures of
government, with the supremacy of the party (UNIP) over
both the legislative and administrative functions of
governmnent.

External Constraints on Zambia's Develorment

In addition to these internal factors that have plagusc
Zambia's development 1n its recent past. there ars
significant exogenous factors that have plaved z major role.

Again, the litany of external factorz that have exacerbated
the development crises of Africa are well-documentzd.35 In
quantitative terms, muchh of the amphasis has been placed on
the growing balance of pavmants deficit. prompted in sart by
soaring o111 prices 1n the 1970s, the slowing of primary
commodity tracde, severe losses in terms of trade, and rapid
increases 10 central government expendltures as a “holding
mechanism” to avert immediate collapses. Debt and the long-
term prospects for the resolution of the debt cri=sics arz= 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 1indebtsdness to
exports 1n -the region has exceeded even that of Latin America
in the 1980<c.37 1In 1980, that ratio for Africa was B7.6; 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 expor* of goods and services to
servicing the debt (Table 2).
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The case for fambia 1S morz striking than mest. Data Trom ths
end of 1985 and sariy 1982 tell the storv:

of total debi outstandina. Zamz:ia ranks
among STrizarn nations, with 34.3 billion
ar31ng;

Scheduled i1nterest payments slus charges To- Lne
of IMF credit =s a proportion of thz export of
and cervices was 39.7%; onlvy the Sudan was highzr:
otzl debt outstancing plus the use of
a prcportlon of GDP was 455.35,
Africa
Debt as a percentage of GNP was 150.8% 1n 198¢: only
Mauritania was hiaher:

The annual average loss of 1income dus o the
deterioration i1n 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
vear average basis from 36% in 1976 tc 23% i1n 1931;
and

Gross domestic investment declined at an averadgs
annual rate of 3.6% over the period from 1965-1980
(Brau, 1986; World Bank, 1987; IMF, 1986; Harber,
1987a).

As Zambilia entered the 1980s, prospects for 1ts abzility to
overcome 1ts economic and financial dilzsmmas worsened. The
crises had become .acute, worsening 1n large part due to tne
economy’'s 1incredibly high dependeiice on external trade and
government activity. As of 1986, 1mports and exports
accounted for approximately 35% of GEP; government
expenditures also amountad to some 35% of GDP (World Bank.
1986b).

The past several vears have exacerbated the crises. Gross
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Nowheres 1t the manifestation 27 tnis Hdampsned =zconcmic
environment more avident than in paiance-of-payments and ded
difficulties. Steady declines in copper prices and production
levals ., declines i1n agricultural produciion, and increaszes 1n
schedulesd 2ebt service obligaticns 211 added fuel to ths
Tire. It 1= important to notz that 1n 1985 ccopper stilil
accounted tor J0% of foreilgn =2xkcharqaeg 2arninas and <%
gross wvazius  addad ig tha aconcnv.37 Howevzr . the tsramz
trade 1ndex (1980=1020; aFffscted diractiv by

copper gsrices. declined pracipitously from 26l

in 19283 (Javyecex., et al., 1386 Ao This

fourfold da=creassa 1in the ab:ility to generate
exchange. Between 1983 and 1986 the tirade wvalus of cop

cobalt combined declined by a2pproximately 62 percent. Yet,
they still accountad for 8é&é percent of total exports 1n that
vear, accoirding te Zambian government Tigures.s0 Zambia's
trade balance fell i1nte deficit 1n 198% and thers 1is neo
expectation that it wWlil do anvthing bput continue tco
deteriorate in the near future.4l

This for=zign reliance became manifest i1n othar wavs as wall.
The trade =surpluses fueled a rapid rise in government
spending. However, government “development policy"” emphasized
industrialization through import substitution, high r=liance
on capital-intensive, urban-biased. anc consumer-oriented
production, strong protective ariffse and other 1mport
restrictions., access to investment funds and credit.
operating subsidies, the expansion of interrationally
uncompetitive parastatal 1ndustrizs, and & self-zerving
bureauciratic =eslits more responsive to ad hcecc political
directives than a coherent develcpment strategy.

The establishment 1n 1972 of a one-party state was the
ultimate consolidation of the dominance oFf political
directive over rational economic policy. UNIP became the
supreme policy-making body in the countrvy. with Tinal
authority even over the cabinet.42 Government policv resultad
in reliance on foreign intermediate and raw good imports, on
foreign administrative and tecnnical management <skills, and
on foreign credit which, 1n turn. was used to purchase
foreign capital equipment.

All of this was achievable and sustailnable because of the
high prices of copper 1nternationally. 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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Z;Nimportant. AS

import costs Jirsctly. Howsver,
environment were perhaos more

2
the ex
Whitaker notes

cher c* ors  in

"The closure of the Benguela railroad, congestion at the
port of Dar es a2iaam, and scme cutibacks on copper
export¢ in -agrasement with other members cf the
Tnne!qovernmen,a7 Council of Copper E€xporting Countries
~fang) ..1low prices of copper...resultaed i1n a large dZroc
of sales and receipts {(1979: 07)

Thus, 'by  the @arly 1920s. Zambia found i1tseslf faced with 2

debt crisis of proporilOns unparailielad 1n 15T history anc 1in

that of most of 1te fallow debtors.49 As one sourcs notas.

the crises arz due fo: 3

4
exogenous :hocke'[
unw1l’1nqn == or inabllity to cut back on consumptlid
in recponge to decreases in income;
resultant cut backs in investment;
inability to expand agricultural production;
inappropriate policy choices in investment
priorities: and '
continued market protection for. industry (World Bank.
1981).

o W .
Ho&ever, until early in 1983.

4 the policy resbonse tc these
conditions resulted 1in: (1)

the expansion of public sector
interventions to ameliorate the consequences of crisis, by
means of (2) i1ncreased borrowing at relatively harc terms,
adding to rapavyment and debti arrears piroblems. The re
cost-price di=stortions ising 1n & highly  administered
environment. These stortions wPr<ﬂ evident in price and

sultbt was-

in ths

interest rate controls, r=g
tax and tariff policies (World .5z ﬁk

”
gy
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THE REFORM INITIATIVES IN ZAMBIA

Responzse to Crisis: Stabiiization and Demand Management (1-378-
1983

The recognition of the need for ra2form can be traced back
October 1977 and Prasicent HKaunda's addracss to thz2 nation.
that address empnasis was mads on  the neec cacik
governmant =xpenditures, as weil as the regd t
t

[ S I e
230

(S RV U]

of exchange. Diszu<sszions with the IfMf r=sul
negetiated stancd-ov  agresreni. and with 1t
raform.S3

{1

The period From 1378-1285 was the p nhasa ofFT the
agenda, characterzzed by ettorts a2t czmand managament
stabilization. Virtually all of the siforts during thisz per-iod
were aimacé at correcting and siabirirzing monetary‘lwba;ances via
short—term adjustment <sitrategies. However, 2as we @'all zee, 1n
the absence of real concern Tor the more difficult questions ot
longer term change and sustainable i1mplementation of al-:isrnative
instituticnal arrangemeants these effcris meant that much time anc
energy was wasted. The policy environmant 1n Zambira prieor to 1983
was "more rhetorical than action” {(USAID/Zambia Cable. 11/7/86).
In =pite of strong words at a 1979 corsultative meeting about the
need for restructuring. zarticularly awav Trom CoOpEer ancé more
toward the agricultural sector, little acticn was forthcoming 1in
the next several years. .

r
H
Y

A foreign exchange crisis in 1978, promptad bv declining cooper
prices. escalating consumer goods and capitai i1mports., previous
rapid monetization of public (and private) sector i1nvestm=nts,
the ciosing oFf the boraer with Zimbabwe and 1ts effacts on
transport wvia the Tazara railwav, led to the IHF <standby
agreement. The agreement required an anti-inflationary policy of
sharp reduction 1in current expenditures and the diversification
of the esconomic (particulariy agricultural) base (Bryant, et al.
1979; Jaycox., 1985). Further pressure from the multilateral and
bilateral 1lending community 1led to a series of (somewhat
abortive) efforts 'in the ensuing several vears. 8elow 15 a
chronology of efforts during the period.46

1979-1380:

The first two vears of concerted effor: for policy resorm 1n
Zambia, 1n reasponse Lo sconomic crisis and pressures from the
IMF and the World Bank, can be characterized more by uwerds than
by deeds. 1Initial efforts focused on stabilizat:on policie=z and
on the agricultural sector. Significant acticns included:

An 1ncrease of 32% 1n producer prices for maiza 1n 1379;
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Suan Limsly oric2 LNCreXRses:

axpansich o7 ths “lanning Jnit wi
Agriculturz2 and Water Davalorment;

The siganing of an agreemant with Usaib
aaricultural policy analv=is and sxtension seirvic
The passage oT the Lccal Adminlisiration
administratciva decentralization of
implemzntzation of iocal development progiams
(minimal) revenue Tunctions (Convers. 19817).

1981

Sv 19
pircke
stabi

8l the =zac of the
¢ up ideraniv, Clearly .,
lization policies ana =2T1ng Di

The fLimely 1ncrease OT prices

ranglng Trom 12% to &0%:

A reduction of ths consumer bsidy on maize by
50%:

The ieduction of the fertilizer subsidy which i1ncreased

Soie
gover

1982:

Effor

prices by 60%: and i

Increased producer 1i1ncentives through alteraticons 1n the
tax and tariff structures. fFfor example. 1ncome taxes were
reduced for agricultural oroducers from over 5C% to 15%:
accelerated deprsciation for agricultural eguipment was
introduced; and tariffs on agricultural equipment imsorts
were sliminated.

efforts began to focus on the =tructure and a2fficiency of
nment itself. i1ncluding:

The roie of MAMBCARD I{discussed earlier) was reducad in 2
further move Lo dsceniralize functions and activities;

A large scale project aimed at revamping training i1n the
civil serwvice 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 wers
initiated, although real activity did not progress rapidl‘.

te at cdemand management continued 1n an acceleraied

fashion:

All retail prices except for maize and whezt were
decontrollied 1n December. Producer prices rose dramatically
in real terms. Examples 1include 1ncreases 1n groundnuts
(3%), cotton (5%). soybeans (8%), maize and sunflowers
(10%), and wheat (15%). In addition, pProducasr prices for
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What thie Zrief review o7 the period =iirzugh the
beginnln i that Zampia absorbed s:gnif:cant raferm
initrative P of the reformse, oriented toward ths rsducticon
of demand. red' tion of government expenditurse=z 1in the form of
subsidies, and reduction of governmant control,  involved
macroecenomic policy cnangss with lattle reform of the
institutional apparatus of government or soclety. Stabilization
polivies wers intended toe gorovide a climaie" for  further
measures 1n readjusting and stimulating precduction. Thesea, then,
ar=a the ‘"stroke of the pen” kind of reforme that raquire little
further action for their i1mplementation bevond strong commiiment
on thz part of reaegimes. In the case of these reforms, what 1s
startling is the fact that a great deal of social (particularly
drban consumer) dislocation was beginning to occur and yvet wacs
beina absorbed by the regime. President Kaunda's rersonal
commitment, although shaken. remained.

'J:l

Incrzasingly, however, rumbllings CcChCErning tha2 speed and
intensity of even these macrosconcmic reforms began to affect
that political consansus. AlsSo, an increasing awareness orf the
multiplicity of tha impacts of single reforms and reforms in
combination was becoming understood. This shaking of political
will and recognition of the need for coordinated action (byv
donors and government) would increase 1n the ensuing vears.

From Demand Management to Structural Adjustment (1983-1985;:

While the hallmark of the early years of reform was an zmphasis
on policy changes that required little 1institutional altaration
and that were seen as laving the prerequisite groundwork Tor
structural change., the period from 1983 through 1985 witnessad
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 B8ank =arly 1in the
vear .47 Under strong prescures, a far-reaching adjustment
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Between 1783 and 1984, reform atforts werea
decontrolling domestic prices. reducing subsidies on food
and fertrlizar, openina maize marketing and fertilizer dist
tion to private tradcers. ad1u¢t1nq agricuitural producsar pri
relaxing 1nterast rate cellings, and introcucing 2 mor
{crawling peg) exchanaa 2t policv. in addztion.
attack the budgat def:ci1t dirsctiy includec attemptiz to
a Treeze on government salaries. The reform 1nit:igtrve
high marks from the Zonor community, and plans to '
through 1increased foreign financial resources a high
priority in 1984 and early 1985. Specifically. thece reforms
included: ‘
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1983:

Malize preoducer prices increased vyet again. by between 30%~-
40%,

The bank lending rate was increased From 7.5% to 10% 1in a
~further attempt Lc reduce demand.

The beginning of . an 1ncome policy became claar. with ths
announcement of a wage ceiling of 10 percent. well below
the rate of inflation (estimatad at 14% for 19682 and 24%
for 1983). However, no formal wage guidelines accompanied
the announcement. :

The kwacha was devalued by 20 percent and 2llcowed to floau
against a basket of major trading partner currenciec.
Subsidies on fartilizer 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 (bvy 4C%) and the
pegqing of the currency to a basket of currenciec.

Maize producer price increases of 22%.

Increases of from 30% to 60% on petroleum products.

A dramatic increase in the bank 1lending rate from 10% to
17.5%.

More dramatic still, the total decontrol of whesat »rices 1in
November.

The 1introductions of wvariations 1n the preexisting pan-
territorial pricing policies with the introduction of
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However, sconemic conditiorns 1nn Zambia conzinued
and i1ncreasing scocral pressures for  “reforming
evident. The scocial impacts of reform were

an

sgrioucly .49

concern with the ramifications of “too much, too soon” was
avident in the country., and concern Tor Zambia’'s commitment was
evident in the donor community:

supdort Zampla wWIEs Trodecs2
provad by the v cr=sated Consulilaztiy

of the re T rt being mace anc th
UBEu.
However , =everal weaeeksz later Pzir1s Clurc 1nc
levul o repavment requilred by the government.
was incensistency and further deterioration i1in cradit.
wlih a continuad dstzrioration 1n 2con2mic indice

{Javcox, et al., 1985: &0-61).

In INovember, the InMr sitand-by credit was suspended,
prinr*oallv pecause of tha government’'s unwillingness to
devaluz Turther (Kydd, 198546: 2497},

The response of the Zambian government in 1983, Dartlallv as the

sult of substantial pressure both from the multilate 5,1 and the
bilateral «aonor community, was Lo 1introduce vet more radical
(liberalizing; changes 1n economlc policy. New or expands=d
initiatives i1ncluded: :

the 1ntiroduction of a foreign sxchange "auction':

increacsed liberalizaticn of trade and pavmentis systems:
decontrol of interest rates and the 1ntroduccion o©F a
treasury Hi1ll zucstions:

furtner supporting monetary and fiscal policies: ,
efforts to reduce the government deficit (and limit it to
10% of GDP) and recourse to comestic bank porrowing through
reduced government expenditures. i1ncluding reductions 1n the
civlil service;

regquirements 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 bto reduce
inefficiencies.5l

Once again, however, the 1mplementation and sustainability of
reform 1nitiatives did not keep paca; implementaticn hzas taken a
back seat to the introduction of new 1initiatives. By Januarvy,
1987. reform 1initiatives were beina challenged on multipie
fronts. Reversals occurred 1in thé implementation of dzcontrol of
breakfast meal prices, as well as reversals in earlier efforts Lo
denationalize parastatal control of maize mills. Thirteen maize
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External stapilization was threatenad wWilih the ciosing ofF
foreilan exchan@e auctiion at the and of January. 1987 .
modifiad (two-t:ierad) auction was raintrecuced

1987 . continuec dramatle dsclines 1 the wvaiue

thr=atenad fulture efforts at stavilization,

suspo2nced asa:n on Hlay 1. g <leowina of ol

tarift raform i willinanes

controans sLrong v in ke C
wers ‘recontrollad’ 1987 . n b
Zambia reducec i1n-eraczti Dy one-tnpird. commercial
ratez were reconirolled and reduced, and Treazury bill
reduced pv more than one-tnird., effasctively placing the
bill auction and decontrol of i1nterest ratas 1n suspans
additicen. the 1mplementation of ; as tal . civil
reform, and centrol over budget def: te siowed to a halt
1987 : 14-167).

-4

o,

ohd
Nt

3

[ QLI aad

(YRR

(S

£
O

~ v

W
\‘_"

Y

1

fo 0 M -
Joa o e
toul

er o

@ we

M e— i v
[(RTS IR Y

W #~ €O or =

&
& o

fy

YRS

00 =Y
wm

"
“

IR
bt
O«

~

Again, policy reform had taken a2 dack seat to raegine political
necessity. Finally. on May 1, 1987, Zambia called a halit to the
structural adjustment process, rejecting both IMF ang world Bank
conditionality orograms as noted above.

In each of these cases, and other "failures” in Zamkbiz s reform
initiatives, ona can point to i1ssuez of 1neffectivs planning. the
failure to focus attention on lnolementatlon . ang the continuing
institutional weaknesses 1n the agovernment’'s capacity to carry
out mandates. even wnen oolitical will may have existed. In the
next section of this Daper we will attempt to i1dentify 2and draw
out lessont that the Zambiran sxperience provides., The guestion
that concerns us, then, i1s what are the c¢ritical implementation
obstacla=s that help to explain the 1inability of the GRI tco
continue on 1ts reform path?




THE COMTIMUIMG Dilerma

TP EMENTING REFORM:

s 1nstructive to Tocus on the grave difficulties
in the 1implementation 'of policy refcrms 1n the
case. 1t 1= worthwhile to reintroduce a caveat notec
earllar' 1L 1S not clear that with the best of policy design and
implzmantation that the Zambian structural adiustment "package”
would have been successtul. The Zampbian structurai aﬁ.u LmENL
proaram mavy e a case of too much, too soon. Virtuall svary
refoerm initiative tnat has been experimentad with in  the frlcan
caszse Tounc 1t way 1nto the Zambian reform initiative. F'r:ﬁ=r
thesz <Comoanents 2% the 1nitiative  found tneir wayw n-.o thie
program atmost simuitansoausiy, In 2 senss. the adjustment packaqa
“over-programmsa.” Decth 1n terms of the capacity of the denor
community Lo coordinate programs ana impacts, as well as i1n terms
of the =sapacity of the Zambian polity and =conomy to absorb such
massive «hange.

But, before we lay blame on the ambitions and zsnergles cf
reformere for a lack of realism 1n either their economic or
institutional perspectives, 1t 1s well to consider tne context.
Unlike a number of African countries, Zambia had not gone through
"economic adjustment” prior to the institutionalization >f the
reforms. Zambia had experienced rapid growth 1n the early years
of 1ndependance and only now found itself in a downward sconomic
spilral.

The countrvy had been able to “"buy off" <some of <fhe painful
requirements oFf cutback management or reduced governmetntal
soclal weltare activities through continued reiiance on a viable
export crop: copper. In fact. Zambia continues 1n 1ts downward
spiral. with or without reforms. This 1s not a particularly
propirtious envircnment in which tc experiment with highlv
politicizing policy changes, changes that exacerbate axisting
soclial and regional cleavages. Setting an agreed upon adenda,
building and maintaining a consensus on the contaent of that
agenda, introducing tense institutional and bureaucratic reorder-
ings, and attempting major socio-economic restructuring all at
the same time undoubtedly wi1ll strain even the most viable of
regimes and reforms.

While this paper makes no pratense about the “solution” tc the
implementation crizses of policy reform. w= have i1dantified key
areas where 1mplementation of policies mavy reaquirs car=aful
coordinaticn of political. institutional, anc contextual
variables. That 1s, reform policies must be mnanaged, and
developing institutionail capacity, strategic management
capabilities. and policy analysis skills 1n context are zritical
for successful implementation.




Many of tn@ IMDIEWmESnNLETIoON DOLLLENECHT 1ZSBNTITIES in Iection il
came nbte wiliavy in tne Zambian  cas=s. dns of e SlsEar (2ziEaons
lzarn=d TFrom.”/ thiz examination ot famblz = 2xc2rience  with
adusztmant 1s that policy reform and adjusument arsz more than
simplv technical exercicses. Yet, 1t 1 techniczcal rationaiity that
drives reform and the log:ic oFf i1mplementition o the part o>F the

doncr community. The decnor community hac exgendaec greai sneray
anc 27fort 1n the design and wnalv=1s 2f macrceconomic pclicles,
but little etfort a2t analvzing the nst:zu’ional manasgerial, anc
poiittical needs of implementation for sustaining refcrm.

Ths 3rowling Yosal:zation oF opposition tm ~eform within the UNIP
parwy. g  wall “ha not-so-subtie Torts te underming raTorm
iniziatives., suw i 1ntensaty  ©T oDRoTitichs
had grown during prior amper focd ricts and 2itich
te the January 1987 crizsis. Whille oresicent Kaunda anc several
major political actors remained reazsonably committacd to raforn in
lats 193&. even during 11hacreasingly difficult times., critical
elements within the UNMIP, within the academic commuinilty anc
within ths leadership cadre of the bureaucracy had aqirown cpenly
defiant. N

Under these Sircumstances, every Ctechnical effort” becams
politicirzed. Even projects aimed at strengthening technical
skilils a2nd expertise 1n support of reform had beccme poiitical
hot potatoes. The sxample o¢f the USAID Human and Institutionatl
Rescurce Dewvelopment project exemplifies this; evan a2fforts o
place T4 had become problematic. Decisions and nesotiations about
relatively straight-forward technical components of projects
became "high politics."” and efforts to dissipate the political
spin~coffs of technical eaxercisas were thwartad. For 2xample.
decisions about the provision of  TA to politically sensitive
units within the qové?nment became battlegrounds over the entirs
reform package. Political intensity had changed.

Reform initiatives had become oversoid prescriptions for the
goocd life. A= we have noted, the esconomic zand technical logic of
reform suggests the 1mportance of sequencing and timing in the
introduction and implementation of initiatives; reducing damand
ordinarily 1i= prior to the alteration of the natura of
production. Yet, in the Zambian case neither the economlc logic
nor a political logic of sequencing was adhered to in thes per:iod
from 1985 through 1987. The overburdening of the svstem with
virtually evervy component of the classic wizh 1i1st of reform. of
stabilization and adjustment and political reform simultanecusly
meant that there rarely was an opportunity to provide vicsible
s1gns of success to rebulld needed comm:tment and accertance.

Expectations as to the speed and complexity of the
implementaticon difficulties had been underestimated by all
parties. In part, the failure of realism 1in 1mplementaticn
suppert  was a result of focusing on the adminicstrative

49



LY

2

oer U
W

0]

[4)]

[
ot
n o

R
o

R (]

[0}
-~
0O ¢r &

€

o3

o

-

3

T

v
et 0 O

e
v QO

Efforts at strangthening manaaement or instituticns
meant the provisicn oT technical assistancs
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Tha Lreny o9f these rs=7corm i1nitiatives was that ths pubi
waes nevei the subs ct of reform 1nitiatives. Rather.
sector was the object of reform. Reform wazs to cc¢
govermmant secter, and/or in spite of the pressnce of
government,” and the issue of governance was 1gnorad.
littls focus existed on severe handicaps to the
implementation of reform by government: weaknssses
ministerial communication: weaknessas it the
information and information =systems that ne=sdsd

prior to reform: limited recognition that different
(and managers) plaved very different. vet active, roles and
very different goals: insufficient attention to ‘the lack
continuity at the ministerial level. #What 3l) of this suggests
a the failure to rscoanize the need tc strengthen governance
creating a "lean and mean” state 2apparatus capable of carrving
out the mandate of reform. Adjustment and policy reform nsed to
be ceonceived 1n the context of a clear recognition that the =tate
1s not going Lo wither awav.

¢
J 0
=

o6 e 0

G

f .

rT W
cow

o]
" oy bk ¢t

WSO C oY

< +aQwuma -

S =h e
’...

O 0

In 2 word, institutions count.




1. A numper of sources ars exceptitions Lo th:
incrszasingly. USAID and World Bank statf have D2=come
the links bDetween macrosconomlic pPolicy. MICroecom2mMlc Dolicy.
organizational change, and implementation. See the work dona by
Lampb (1987) for a2 clear analvsis of ths linkages petween pclicy
and management 1in context of adjustment. Grindle (1280} and
her collesagues also provided 2arly recognition of these linkages.
Saveral other not xceptions 1nclude White (1987 ): Stescman
{19877 Grindle and Thomas (1987i; Plizase (1984 :: and Israsl
{1987

2. This argument 1s central to the work of Grindls {:1977;
19807 . There are., of course, a numbeir of exceptisne 1n tne
literature on development administration, including Graham
{1968 ): Cleaves (1974): Dalancd (196731: Picard (1987 :. Alsc, see
Robert Bates (1281).

3. It is ironic that the Lagos Plan, which offers a strong
endoirsement oFf &a dependsncy apprcocach ard an equally strong
critique of the World Bank approacnh, is weak on a discussion oT
domestic governing factors as well. See John Ravenhill (1386: 1—
35).

4. This terminoclogy was suggested 1n discussions with Louis
Picard. )

5. Please also notes that the Bank must take steps to build
credibiilty 1n monitoring and i1implementing SALs. To date, he
suggests, they have not been very effective 1n thizs reqard. due
in part to the projec: 1legacy. bdbut alsc dus= to a lack of
serinusness attached to the covenants. Policy and i1nstituzional
changes need to pbe central to the process, nct simply add-ons.
However, there 1s an active debate as to whether multilaterals
such as the Bank ought not to do less 1in the policy lencing area.
and focus on project activities where there comparative advantage
may lie.

é&. Recent evidence of the recognition of this can be seen in
the efforts of USAID to provide workshops for itz mid-level and
senior personnel 1n the area of structural adjustment. One such
effort conducted by USAID 1is the Development Studies Program 1n

Washington, D.C. That 1interdisciplinary program 1s conhducting
axtended (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 i1nterviews with

51




officrzalz oF the intarnaticnal rieretary  fundc ne claart
recognizes the “catch-2Z°7 o7 conditioned aszistanecs e those
countries 1n the most direg circumsiances

9. Tnis 1= more true i1n the case of many African countriec

than 1n Latin America. In the latter cass. stabilizaticn sclicires
often either precede stiructural adjustment or occur without
structural adjustment as a concomitant policy.

v R

10, Theare are now a mulititude of sources that nave
documentad soma of the oonditions, <causes, and crises  cf
structural acdjlusiment. The literatura on Atrica, in particutiar.

has peccome volumincus. Several worthwhile sources incliude Si=r-
staker (19867 Ravennilli (138411 Lancaster ang Wiiliamson (198¢;
Serg and Whitaker (1986}); and Callaghy (1987 ). Literatura i

Latin American case has tendad. until very recently  and with

exceptions of Argentina, 8razil. and <hile, to Tocus A
ramifications of the debt crisis. See, for sxampie, Balassa,
al. {1980}): Ffe21nberg anc Kallab {1984): Edwards (1787):

Pastor (1987). A second body of reiatec lateirature has hnac
reasonablv long gestation period 1n the Latir American cacse.
1L.e., literature on the s=state and public enterpricses. lioreg
important for our curregnt interest. an smevrging pody oFf litera-
ture on the structural adiustment 1mplications for the state.
domestic i1nstitutionzs and policies 1n Latin America 1S only ncw
becoming evident. See, for example, Beneo (198%); Hartlvn and
Morlay {1984): Grindle and Thomas {(1987); Connelly and Gcenzalez-
Vega {(1987): and Saulinierz (1988). A usetful bibliographv con
policy reform, structural adjustment, and the public/private
interface is provided in Moora (1988).
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11. I say “may have,” becausza 1t 1= not clear 1n the
aftermath of 8Black Monday z2nd tha end of 1987 that the Unitea
States has "turned it arcund.”

2. It 1s with some 1rony that we note a renewed 1nterest on
the part of commercial bankers for the possibilities of
profitability 1n the Third World. Recent efTforts to reducs and
change the nature of the debt purden, such as debt-for-equity
swaps and privatization, have resulted in tnis renewed interest.
Most notable has been the enthusiasm of i1nvestment bankaers.
‘Truell (1988) reports that the March meetings of the Inter-
American Development Bank in Caracas witnessed the precsence ofF

investment bankers from the major banks "in unprecedented
numbers” .
13. Morrison (1986) points clearly to another problem in

effective management of reform 1i1nitiatives 1n relat:cen te the
public employment issue. The lack of meaningful and accurate data
on public sector emplovment and on public sector wage ctructures
provide little guidance. Estimates of recurrent costs of
productivity, and ultimately of the fiscal drain are made more
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argumnent that adjustmz=nt oolicies have a ssEquencina

wicsdom from an a2gconomic pErspacoive., In fTact, ths

logic of 1mplementing stabilization policles prior to adiustment

policiles 1= based upoin thi= assumption. Se= Edwards (19877 and

Blejer and Sagari (1988) ror discussicons of the secuancing 1::ue

in liberalization policies. Houwsver., -;i:ic attentlcn has been

paid to the political or organizational 13 u of meguencing.

‘ $~

13. While we ars focusing on 1mplem§nuatlon issue=z in the

Third World context., several classic studies in the U.S. contaxt

are also worth citing. See the work donsg by Nlldavsk» {1965,

Pressman and Wildavsky (1273). and Derthick (1979) for clear

examples of the recognition of these 1ssues 1n U.S. policy
analysis ; ‘

19. Much of this section is strongly influerced by the
analyses of Cornia. Jellv. and Stewairrt (1987). anc iLamb (1?87).
among others. a

20. As noted above, the IMF has moved away from this short-
term time horizon with the creatzon of its Structuiral Adjustmasnt
Facility. Increasingly, the distinctions among donor appiroaches
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 1mpacts. Berg (1987a) gives a clear example.
Austerity measures (demand management) lead to public expenditure
contirol programs; decisions about essential and non-essential
expenditures need to be made; these decisions lead to sectoratl
investment decisions, which, in turn, affect productive
allocations. Similarly, Cornia, Jolly. and Stewart (1987: 51)

point to pricing policies as clear examples of the wavz 1n which
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poliiztias navs pobtn gemand and suoply

22, Within the Bark there has sesn
Tirom broad macroeconomic lending polizcy. -
policy raform through the crzation of the new Se
Faciiity.

23. Grindle and )
betweean macroeconomic ; L i secto

make a
ral »olz
L The aoprya ; he Horld
Macreeconemic “t““=’ : ment anc  lend:
1n=trup‘zve. i o als} ¢ lancing ramai
Torm >7 auz Noria Zans ] y. oha =iiuctuiral
facAL;tv (S8 o ¥ Trom 10 pearcs
in ths Tgs and 1980z o 2% peicent o7
{ Shakow. 23). i of the "projsct” -
policy—b : : can be seen bv tha conditiong
to it : (S . 8, 1987) has suagestad that as
percent o7 the XK's lending is poliicy based.
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25, A nd facility, the Enhancad Ztructu
Facility « 2 was estapiished 1n December
billion mas valiable (Eell and Sheehv. 1287
Finance and Development, 198&;. Both facil:
availabie bazed wupon the Policy Framework Paper
Tor the SAF. developed in conjunction with the Banl,

Adjusitment
with SODR 6
Zner, 1987:
are made
t cesignsd
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26. Recent work by DMNASPAA has moved toward
objectives. Work by Mocre with the World Bank
improving performance measurement and productivity
government minlistiries. Other recent woirk by Mocie i focused on
civil service reform and reduction schemes, part: v 1n suk-
Saharan Africa. Earlier studiss by NASPAA  foou ‘
the issues of privatization and public/private
alternatives. Sese floore (178Ra; 1988b), Moore,
Moorea and Lim (1388).

27 . Again., NASPAA has worked extensivelv in these areas.
With regard to the third tvpe of activity 1idsntified above,
recent NASPAA efforts i1in Guinea and earlier efforts 1n Panama ar:z
instructive.

23 . Receant work by Arturo Israel at the World Bank
sight 1ntc the i1ssues of tha requirements oOFf i1nstitut
development. See Israel (1987).

29. This issue of political commitment and susitairzbility is
central to work done by Joan Nelson. See Nelson {(1%84).

30. While these factors are clearly important, thev provide
only a partial picture of developmental roadblocks. The Wcrld
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3l. %“While =concmic naticnali=m was pursued 1n much &F Dosth-
colonial Africa. 1t i1s i1mportant to d1 tinguilsh oetween polisiecs
of Africanization viza private anterpris and =tate (ovolveEmaent
(as 1n Kenya. Niger:ia, or thne Cote d’iveire), and policiss of
localization of the sconcomy with the aktoiition of <czpirifalism. A<
in Zambia. In the latter cass, initial rastructurzng of =hs
national =2concmy Was adacccmplizhsd through e uss o7 ith= ziate iz
the prinmcizal insitrumean: {(Tansri. 19383%: S50-5Z27,.

2 frasident XKepneth Aaunda  in a <zosach s the UNIE
National Caouncil 3t Mulunguszhe, Movemisr 13768 215 Backgrounc
Papegr  dve. 34788, Ci2a3d i Tordett (1280: & .

32, At 1ndeEsendasnce fambiz had only 14 pairastatzlsz
(Callagh 19371 34).

34. At independence. Zambia nad only ourteen parasztatais;

by 1986, ths countiry had 147 parastatalsi(ca*laghy.(AQB,. KL

35. IMDECO was created in 1960, and subsequently recsrganized
cshoi~tly pefore independesnce, 2% an 1nvestment corpoi‘zticn aimed
at stimulating foreign 1nvestment. After independencs. INDECO
expandad 1ts role in the 1ndustrial sector as & joint partner
with foreign capital.

36. The reader 1is directad to axamine saveral i1mportant
volumes that have boith documented the crisis and intiuenced thne
response, wneluding: World Bank (1981). also referrad to 3= the
"Berg Rzport:” Worlid Bank (1984} ; Lancaster and Williamson (198¢:
1-9); and 8rau (1986 ).

37. Data wutilized in this analysis are derived from several
sources. The readsar 1s cautioned that data on tnese
characteristics and others are illustrative and not definitivs,
particularly for many sub—-Saharan African countries. for axample,
data on debt and balance of payments 1in Zambia ara inconsistent
from ministry to ministry. One major project currently funded by
the World Bank has as 1its focus the reconciliation of data
inconsiztencies on debt in the countryv. '

38. World Bank, World Develcpment Report. 1987. Tables 4.

39. Ibid. As one source notes 1n their study of Zambian
agricultural reform policy, the dominance of copper i1n the expoit
structure remains high. While the combined trads value of copper
and cobalt is estimated to have declined bv 62 vercent between

1983 and 198¢. they <still accounted for 8& percent of totail
exports in 1986. Weidemann, et al. (1987). In 1987 there was

relatively strong, albeit short-lived, improvement i1n the pirice
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This 1= noted in Weidemann

-h

41, Th= Zzmbian case also prowid amatic suppor:
araument that pclicv change ang ural aogus:menn
a2xtended comnmitment and support of raftorm »roces
1s 1t necescsary Lo continue paymsnt resche du'lnq andc tL
ievels of support, it may also be a clear case of the
contemplatins straightforward debt slief and toraivenscsz.
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44, Richard Harber notes that 1t¢ 1 i1mportant

T IS
relztive terms about the 1mpact of debt. Wnile we ascs
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impact of debt most oftan with the crice of Brazil. Mesxico, o
Argentina, 1n ra2lative terms saveral =ub Saharan African nations
are 1n squally difficuit conditions. Zambia's per carita dsbt in
1987 . ftor example, was stimated at 38340 compared witn I78S for
Brazil; he estimates that debt was =qual tc ZI20% of GDE 1 198c
comparad with 50% for EBrazcil. Zaire and Sudan two other “worss
case” stories for sub-Saharan Africa. nad per capita dsbt >TF $1995
and 3365, and debt tc GDP  ratics of 140% and 80% respsctively.
See Harber (1987: Annex %),

45. As no ted 2ariier, this was the second nsgotiztad stand-
by ugreement nelther cf which had much teeth.

46. Much of thi=s c¢nronolecgy Zdraws on  sevaral zources.
~J

including USAID (19837, USAID (1987). World Bank (1986b). One
particular document that provides a chronology of reformsz is an
unclassified cable from usaib/Zambia prepared for
USAID/Washington. That chronology 1s recounted in Appendix { of
Weidemann, et al. (1987 ).

47. As we have noted, Zambra had prior experience with
negotiated stand-by agreements with the IMF 1n 1976 ang 13978.
Stabilization negotiations 1n 1981 ware alse responsidle for scome
of the austerity measures noted here. However, thg short-ierm
nature of the reforms, together with the austerity i=a2qulred and
the hard borrowing termse of the credit did little sither Lo
re§tructure the economic bkase or alleviate conditions, and
certainly did 1little te 1improve the government’'s capacity to
manage reforms. See Jaycox, 2t al. (1985: 58-60).

48. The 1983 CDSS for Zambia suggests this use of pressure
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49. ror example, the inflation rate more than doubled
beiween 1983 and 1984, rising from 24 percent to 60 percent. For
the Tirs z1x months  of 1986, the rate of inflation was 4C
percent. From October 198S (the date of the astablishment of the
foreign exchange auction) through Novamber 1286, the kwacha was
devaluec by mors than 75 percent. Losse of domestic purcit
power . of foreign sxchange, and the eliminaticn of
ceonsuinei” subsidies ( 2ncluding sub=i1dies 1O+
axacerbated tansions continually <uring this operiod.

Country Economic Memorancum, 198¢ and interviews conduc
author in Lusaka in January, 1987.}

Y

50. Javcox, et &i. (1986}, mp. &0-61. Again. tha limitsd
coordination and ability among the institutional mschanisms to
provide continuity and consistency 1n  debt management 1s not
Simply an 1ssue for the Zambian agovernment. Clearlvy, ‘this need
Tfor ccordination 1 a prihc;pal difF¥iculty for the donor .and
international financral community as well.

51. Worid Bank, Country Economic Memorandum, 1986: USAID
(1987): and interviews conducted by the author in Luzaka in
January, 1987. - ‘ : - .
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