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Background and Outline of The Study

1. Background of the Study

The situation surrounding Southern African Region has been changing radically. The end of the Cold War had consequently brought
marginalization and unstabilization to whole Africa. The return of South Africa to the international community after the abolition of
Apartheid has had tremendous social and economic impacts to the Southern African Region.(J

JICA set up a study committee for the Country Study for Japan's Official Development Assistance to Southern African Countries in June
1999 to grasp present situation of the region and examine Japanese future directions for development assistance, especially focusing on
three countries; South Africa, which is the key to stability and development in the region; Zambia, which is the priority country for Japanese
assistance among inland countries of the region; and Mozambique, which is one of the poorest countries and now has a great need for
assistance resulting from its past civil war.

2. Composition of the Report
The Study Committee completed a report including its proposals, which consists of eleven volumes in total; seven volumes in Japanese
O including three volumes of appendices containing analytic datal] and four volumes in English of the main chapters only[] See the table
below(]

Main Reportg] Japanese and English(] Appendix Datd] Japanese only[]
Volume | O Southern African Region -
Volume 110 South Africa Volume Il-Appendix[ South Africa
Volume 11100 Mozambique Volume I11-Appendix[] Mozambique
Volume VO Zambia Volume IV-Appendixd Zambia

3. Outline of the Report
0 10Volume I: Southern African Region

In order to establish new regional assistance policies, an accurate understanding of present situations is indispensable. Among the most
important factors are historical antagonism between South Africa and the former frontline countries against the Apartheid system, as well as
the political and economical influence of the new-born South Africa after the Apartheid.

Besides bilateral assistance which aims to meet each country’s development needs, especially in the case of the Southern African region,
special efforts should be placed on; iCJcross-border issues and iiCJissues common to the region by utilizing regional assets.

Basic direction for development assistance to the region include the following points; support for the formation of a new regional
framework, attention to the sensitive relationships between South Africa and other countries in the region, the establishment of a construc-
tive, complementary relationship with private economic activities, contributions to peace and stability of the region, and reinforcement of a
good reciprocal relationship between the region and Japan.

O 20Volume I1: South Africa

South Africa is a regional super power of overwhelming political and economic influence, but it is still suffering from the negative legacy
of Apartheid. Japan's assistance policy to South Africa, based on the historic relationship between South Africa and other Southern African
countries, should be directed towards stability and development for the whole region through the stability and development of South Africa,
and ultimately towards the enhancement of relations between Africa and Asia. Therefore, Japan's development assistance to South Africa is
not just bilateral cooperation, but has the potential to become a bridge between Asia and Africa.

Assistance priorities should be focused on the following areas; iJsocial stability through the provision of basic human needs for the poor
black people and the creation of job opportunities, iiCsupport for capacity building in the government and local authorities as the core of a
sustainable development system, and iiiClcooperation beyond the framework of ODA and utilization of various forum and schemes to meet
specific needs of South Africa.

0 30Volume I11: Mozambique
Mozambique is blessed with natural resources, fertile soils and a geographical advantage as a corridor country. Since the end of the civil
war, this country has been developed through foreign investments and international assistance. However, the influence of the civil war is
still serious, the majority of people still live in absolute poverty. and the rapid social change has given rise to new disparities. Therefore,
Japan's assistance policy should aim at the self-reliance of Mozambique while supporting its poverty alleviation efforts and social stability.
Assistance priorities should be focused on the following areas; iCrectifying regional disparities and the stabilization of society through
support to the poorest groups, victims of the civil war, and the vulnerable, iiCldirect support for regional stability, and iiiCJhuman resources
development and the formation of systems for self-reliance in the mid- to long term.

0 40Volume 1V: Zambia

During the era of Apartheid in South Africa, Zambia played the leading role among the former frontline countries. In the international
political aspects, Zambia was highly praised by its contribution for the mediation of the civil war in the Democratic Republic of the Congo.
However, as for its domestic economy, Zambia cannot extricate itself from the old copper-dependent economic structure. Structural adjust-
ment and economic liberalization have had a negative impact, such as the weakening of social services and the increase in unemployment.
Consequently, poverty is still spreading. Toward such situations in Zambia, foreign donors have been introducing the Sector Investment
Programs to attain aid coordination. Japan should take a selective approach in accordance with the absorptive capacity and the aid imple-
mentation system of Zambia to make the most of assistance effect, based on the past experience of development assistance.

Assistance priorities should be focused on the following areas; iCJpoverty reduction, iiCJsupport to the vulnerable, iiiClefforts to achieve
a well-balanced economic structure.
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Executive Summary — Zambia —

Part I. Current Conditions and Problems

1. General Remarks

Since Northern Rhodesia became independent to form Zambia in 1964, Zambia has played a central role as afarmer front-line
state in Southern Africa. During this period Zambia has been exposed to attacks by the Southern Rhodesian Forces and the South
African Forces, and sustained tremendous economic losses, which caused a heavy burden on Zambian society.

Thereisstill concern about instability in the whole continent, including the conflict in Angola and a civil war in the Democratic
Republic of the Congo to the north. In short, Zambia's geographical location determines Zambia's role that any national liberation
movement and political conflict in Southern Africa can have an impact on it, and Zambia has aways actively contributed to the
solution of these conflicts.

Zambia's GNP per capitaisfar below the average for sub-SaharaAfrica. Poverty has been getting worse since independence, but
practical measures to overcome the dependence on copper are hard to find. Poverty reduction should therefore be the first priority
of international assistance.

In the medium to long term, it is also necessary to examine how the copper-dependent economy can be changed. Furthermore
variousissues from marketing, finance, and technology to the land system Should be considered for the Production improvement at
the level of small-scale farmers, Comprehensive examination of How external assistance can contribute to these issues are inevi-

table for future assistance.
2. Development Plans

» The 1980s. Economic crisis, Structural Adjustment and difficulties confronting development plans

Zambia, like other African countries, set up five-year devel opment plans after itsindependence. In the 1980s, due to economic
crisis and the introduction of the Structural Adjustment Programmes led by World Bank and IMF, it became difficult for the
Zambian government to make long-term development plans. Once, The Kaunda-UNIP Administration abandoned the Structural
Adjustment Programme, and formulated Zambia's own New Economic Recovery Programme and the subsequent 4th Five Year
Plari] 1989-93[1 However, around 1989, the Kaunda UNIPAdministration returned back to the Structural Adjustment Programme
under the IMF initiative. After the ChilubaMMD Administration took over the Kaunda government in 1991, the 4th Five Year

Plan was substantially abandoned in the middle of the term, which was the end of five year development plans.

* Theearly 1990s: Establishment of the MMD Administration and the Structural Adjustment

The MMD Administration aggressively advanced economic liberalization policies and promoted programmes for economic
stability and the Structural Adjustment Programmes since 1991, with setting up a three-year economic recovery plan called the
New Economic Recovery Programme. Such Structural Adjustment Programmes aimed at |eading growth within 2 or 3 years, and
cannot be regarded as a mid- or long-term development plan. The programme depended largely on the financia support from
World Bank, IMF and major donor countries, and financing was often discontinued according to the insufficient fulfillment of the

collateral conditionality.
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* Development Plans after the Mid-1990s

In the middle of the 1990s, the economic stability had been achieved to some extent, and the privatization of public enterprises
and the liberalization of trade and distribution had been promoted. On the other hand, however, public services reduced and
infrastructure deteriorated due to fiscal crisis, and the Structural Adjustment Programme caused increasing unemployment. Asa
result, social indexes such as education, public health and nutrition deteriorated, and poverty became serious. Thus poverty
reduction measures and social development became urgent issues.

In terms of development assistance, poverty reduction again drew attention as a priority issue for development, and emphasis

was laid on aid coordination among donors, partnership with and ownership of recipient countries.

¢ Sector Investment Programmes

One of the major changes in relation to development plans after the mid-1990s is the introduction of the Sector Investment
Programme$] SIPsC] SIPs were introduced as a measure to reduce the burden on recipient countries caused by the different aid
procedures of donor countries. It also aimed at enhancing ownership and commitment on the recipient side.

A typical characteristic of such SIPsisthe “basket fund.” However, the evaluation of the programme has not yet been formed,
and not al the donors support them. Thisis because the SIPs has practical problemsin securing transparency and in its required
standard of management capacity of the ministriesin charge.

In Zambia, four SIPs are currently in operation in four sectors: agriculture, basic education, public health and roads.

» Challenges Confronting Development Plans

In Zambia, acomprehensive development plan isnecessary. In addition, coordination between sectors which cannot be achieved
by current SIPs and a development plan for cross-sectoral issues are also necessary.

As for poverty, the Zanbian government formulated a five-year National Poverty Reduction Action Plan. In this Plan, the
Ministry of Community Development and Social Servicesisin charge of coordination, monitoring and evaluation of all the
poverty reduction measures including programmes by the private sector and NGOs. The prospects of realization of the Action

Plan, however, is not clear at this point of time.

« Challenges Confronting Japanese Official Development Assistance in relation to the development plan

The characteristics, significance and modality of development plansin Zambia have changed markedly since the 1980s. Under
such circumstances, Japan has to make clear its view and stance on how the development plans in Zambia shold contribute to
future development process, on how Japanese assi stance should coordinate Zambia's own devel opment plans, and on how Japa-
nese assi stance can support the planning and implementing process of the development plans.

It isalso necessary for Japan to determine its attitude toward donor coordination through devel opment plans, toward assurance
of ownership of Zambia and toward active participation of stakeholders on the Zambian side. In other words, Japan must deter-

mine its evaluation of the SIP and basic policy for the participation or involvement in the SIP.

XV



3. Politics and Administration

» Political Demaocratization

When Zambia became independent in October 1964, Dr. Kenneth Kaunda, leader of the United National Independence Party

O UNIP was elected as the nation’sfirst president. In December 1972, the constitution that provided a one-party system domi-

nated by UNIPwas published and all opposition parties were consequently banned. Then, with the mounting public pressure for

democratization, Frederick Chiluba, who had led alabor union movement opposing one-party rule by the Kaunda Administration,
became aleader of the MMD. Chilubawasted no timein gaining public support.

The Chiluba administration distanced itself from labor unions, which were its main constituency. Moreover, the administration
accepted the Structural Adjustment Programmes by the World Bank and the IMF, cut subsidies for public enterprises, worked to
privatize or at least streamline public enterprises, and began to back out of market and monetary intervention.

After being defeated in the 1991 election, Kaundaretired from the political arena. 1n 1995, however, the former president made
apolitical comeback. He was taken into custody in October 1997, but was released in 1998 on condition that he would retire from
the political world. Later, he retracted his earlier announcement that he would retire from politics. In May 1999, Kaunda
expressed hisintention to run in the 2001 presidential election. In response, the Chiluba Administration said that Kaunda was
disqualified to run because he was not a Zambian national. The situation surrounding UNIP is unclear now that the party is

divided between the pro-Kaunda faction and an anti-Kaunda faction.

¢ _Problemsin democratization

In recent years, graft and corruption are conspicuous among ministers and government officials under the Chiluba Administra-
tion. Inorder to combat these graft and corruption, an integrated approach is needed.

What Zambianeedsisthe rule of law, established fair legal procedures, prevention of abuses of power and fair trials. Besides,
there are various problems: public apathy towards elections and politicsin general, troublesome procedure for the registration of
voters, the delay in the distribution of the election registration cards, short voting hours, and long distance to the polling stations
for many Zambians. Asfor freedom of the press, the government even detained journalists. Human rights violations by police
and security authorities are rampant.

At the center of the ethnic problemsin Zambiaare the Lozi people in the Western Provincé] Barotselandd The British colonial
government had approved their self-determination in the Barotseland Agreement. But this was denied when Zambia became

independent in 1964. The Agendafor Zambidl AZand the UPND support the autonomy of the Lozi people.

» Challenges for administrative reform

Zambia s administrative function and efficiency arelow. They do not live up to what they are supposed to do and coordination
between them doesn’t work well.

The Zambian government launched a public service reform in 1992. As part of the reform, the government enacted the
privatization law and established the Privatization Agency in June 1992. Starting in 1993, the World Bank and the IMF supported
thereform, but their support did not lead to significant results. Donors blamed the slow progress on the lack of commitment of the
Zambian government. The Zambian government formulated the Public Service Reform Programmé] PSRPto the CG meeting.

However, the programme has not produced the expected results.
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* _Relationship with the surrounding countries

Zambiahas actively promoted regional economic cooperation in Southern Africa. The nation isamember of both the Southern
African Development Community] SADCOand the Common Market of Eastern and Southern Africd] COMESA[] and asigha-
tory to the Lome Convention.

Donor countries praise Chiluba'sinitiative in signing atruce] the so-called “Lusaka Agreement” Clconcerning the civil war in
the Democratic Republic of Congo.

The relations between Zambia and Angola are strained over the influx of refugees from Angola, arms smuggling allegations,
and a series of bombings. Although Zambia brought the Angola peace process to a successful conclusion in 1994, relations turned
sour in early 1999.

Relations with Namibia remain unsettled over the issue of the self-determination of the Lozi people. InApril 1999, the govern-
ments of both countries criticized the secessionist movement by Lozis. Zambia and Namibia also agreed to work together to
contain secessionist activities. In early August 1999, Lozi secessionists clashed with Namibian troopsin Caprivi, and the Namibian
government declared a state of emergency in the region. Tensions continue along the borders between Zambia, Angola and

Namibia.

¢ _Relationship with Japan

Japanese government maintains good relations with Zambian government. From the Kaunda Administration to the present
Chiluba Administration, Japan has been regarding Zambia as a*“priority country” in its assistance programmes. Zambiais said to
have been pro-Japanese since the Kaunda Administration and the Chiluba Administration evaluates Japan's ODA highly. One of
the guiding principles of Japan’s ODA programmes is support for devel oping countries committed to democratization and this
principleislaid down in Japan’s foreign policy towards Africaand in the Official Development Assistance Charter. Atissuein
Japan-Zambia relations is whether the Chiluba Administration is working toward democracy and “good governance.”

On the other hand, Japan is not taking a positive stance in policy dialogues with the Zambian government nor at donor meet-
ings. Japan needsto attend important meetings and make its stance clear as aleading donor. |n addition, private sector coopera-
tionisgreatly needed. Japan needsto study the possibility of using its ODA to facilitate economic activity in the private sector in

Zambiaand Japan, and to formulate ODA projects through the initiative of the private sector and local authorities.

4. Economy

«_Defining the problems: Understanding the economic problems of Zambia

Before independence, Zambia had no particular industry except copper, but the copper boom up to the early 1970s brought
about tremendous economic growth. The growth secured the political foundation and prestige of Kaunda-UNIP government, and
enabled it to establish a government-led economic devel opment structure. Zambia enjoyed growth in some manufacturing indus-
triesand commercial agriculture, although temporarily. In the mid-1970s, Zambiatook pride in arelatively high average income
standard in sub-Saharan Africa.

The Zambian economy stagnated because of the sudden fall on international copper prices and an extended low market in the
1970s. Such arapid drop in average income is unusual even in sub-Saharan Africa, whose growth rate is generally low. Itis

evident therefore that a special approach must be taken to Zambia
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» Dependence on copper and the ‘ Dutch disease’

Mining products—cooper and its by-product cobalt—have amounted to more than 90% of Zambia's total exports since the
colonial era. After the independence of Zambia, the copper price increased substantially until the mid-1970s. This stimulated
certain domestic manufacturing industries and commercial agriculture. At the same time, however, copper industry has caused
instability and downward trend in Zambian economy.

Dueto an excessive dependence on copper, the international copper market determines the state of the whole Zambian economy.
This accelerated Zambia's dependence upon imported products, and deprived competitiveness of other potential export indus-
tries.

As aresult, rapid urbanization, dependence on imports, overvaluation of the currency and an imbalance in resource allocation
have caused a strain on the economy, and restricted the development of other industrial sectors. Thisisatypical ‘ Dutch disease’
condition in which the faltering devel opment of one particular primary commaodity is causing paralysis of other industries and the

whole economy of the nation.

» Urban concentration and macro-economic imbalances

The urban concentration of population and labor is one of the most serious problems caused by the ‘Dutch disease’. The
development of the copper industry increased employment in governmental and public sectors and absorbed the rural [abor force.
Asaresult, living conditionsin urban areas quickly became worse. Partial, sporadic investment in socia infrastructure acceler-
ated the population flow into urban areas.

The copper boom and policy trends favoring cities expanded consumption-oriented government expenditures, such as swollen
employment rolls and food subsidies. However, the sudden end of the copper boom drastically reduced the financial revenue.
Political conditions did not allow a cut in such expenditures, and the result was a considerable financial deficit. The Zambian
government tried to offset the deficit with additional issuance of currency. Inflation expanded as a result.

It was impossible to take budget austerity measures and other financial measures. Thus a deficit in the international account

O current accountland external debts to cover the deficit were snowballing.

» _Resource concentration in governmental/public enterprises

The mainstay of the government-led development after independence was nationalization of industries and the establishment of
public enterprises. The extreme example is Zambia Consolidated Copper Mines] ZCCM Ofounded in the colonial era. Public
enterprises founded under the Kaunda-UNIP government covered most industries in the formal sector, such as copper, electricity,
transportation, communications, finance, commerce and tourism

Public enterprises took no account of market rules or profitability. Their inefficient management had no long-term plans or

prospects. It was natural that most of them fell into poor financial conditions.

¢ _Theintroduction of the Structural Adjustment Programmes and social unrest

In order to tackle above-mentioned problems, the Structural Adjustment Programmes has been promoted with supports by the
World Bank and IMF since the 1980s. Through the Structural Adjustment Programmes, the government intended to stabilize
macro-economy and create market-economy-oriented environment: domestic deregulation, external liberalization, privatization,
and streamlining of the governmental sector. In the case of Zambia, the conditionality of the Structural Adjustment loans caused

serious unrest to the Kaunda-UNIP regime, particularly the partial liberalization and devaluation of foreign exchange and the cut
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in food subsidies. The promotion of the programmes devalued the Kwacha greatly, and accelerated inflation. The subsidy
reduction led to a shortage in the supply of maize and an increase in consumer prices. Finally, in December 1986, the biggest riot
ever after independence was staged by urban residents, and the government could not help but recall the reduction of the subsidy.

In 1990 the government adopted the Structural Adjustment Programme once again, and riots occurred again in June of the same

year.

» Achievements and problems of the Structural Adjustment Programmes

Right after theinauguration in 1991, the Chiluba-MM D regime has consistently promoted the Structural Adjustment Programmes,
and achieved fair results. Substantial achievement in macro-economic stability includes the control of inflation due to the devalu-
ation of the currency, the liberalization of foreign exchange transaction, and the reduction of budget deficit. In addition, domestic
deregulation and external liberalization diversified export. The Chiluba regime also achieved abolition of the staple food subsidy
and the liberalization of food distribution. The implementation of these economic policies promoted the confidence of donor
organizations as well as lightened the burden on the government finances.

On the other hand, deficit in current account has not been reduced. The most serious problem in macro-economy is heavier
burden with interest payment in proportion to increase in debt. Also the privatization of public enterprises and the streamlining of
the administrative sector have not been fully implemented. The streamlining of the administrative sector was required for the
structural improvement of budget account. The government therefore set up the Public Sector Reform Programme] PSRPin
1997 and dismissed 15,500 temporary employees by 1998. The personnel cut in the administrative sector and public enterprises,
however, islikely to worsen the situation. Thisis because there are no well-devel oped private companies which can provide an
aternative employment to secure the same living standards, and undeveloped systems such as unemployment insurance, job
introduction and re-training made the cost of labor shift between sectors very expensive.

Besides, the Structural Adjustment Programmes have brought social costs such as a growing unreliability due to liberalization,

greater strains on the socially weak, and the creation of new kinds of poverty.

» | ong-term problems not solved by the Structural Adjustment Programmes: institution building and human resource develop-

ment

Zambia's policies for economic reform and development are changing to focus on institution building. At the sametime, the
establishment of amarket economy must be advanced with a comprehensive approach, and the administrative and judicia power
must be strengthened in order to back up the functions of the economic system. In this matter, importance is placed on two
systems: a bankruptcy law system which reallocates unused resources due to business failure and protects the interests of the

parties concerned as far as possible and employment system which ensures smooth re-employment in labor market.

¢ Challenges for Economic Policies

The economic devel opment scenario for Zambia to achieve continuous and equitable growth can be classified as follows.
Oi0 to stabilize and maintain the domestic macro-economy;
Oii0 to correct external imbalances and weaknesses,
O iiid to maintain and expand the framework of free private economic activities and competition through domestic deregula-
tion and an external open-door policy,
OivO to privatize key national companies; especialy to privatize and rebuild ZCCM as soon as possible,

O vO to streamline the public sector and to build systems and institutional capacity in the sector to deal with the market
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economy,

O vil to establish the market economy system itself,

O vii[ to devel op human resources that can be the driving force of the market economy; especially to nurture private economic

enterprises,
O viii[(Oto devel op infrastructure focusing on rural communities and local mid-sized cities
O ixO to develop industries including small-scale farming and food production
The range of these objectives are so wide that substantial foreign assistance should be required. Also, these nine categories

should not be treated separately, because they are closely related to each other. Human resources are particularly important not

only for the devel opment of private companies but also for all of the categories] iCtd] ix[1

» Efficiency-oriented assistance

Now that the effectiveness of assistance is of great concern. Rather than to respond all to what Zambia asksfor, it is proper to
pursue assistance that is ultimately the most effective. Moreover, thereisalimitation in the capacity of the Zambian government
as awhole and of each counterpart ministry. Japan has to control its assistance while evaluating the absorptive capacity. ‘Assis-
tance from Points to a Phase’ first, that is each single project must be placed and prioritized in relationship to development
projectsin other sectors. Japan hasto pay attention to coordination with the development policies of the Zambian government in
the same sector and to consistency with other related projectsin order to avoid overlapping and to maximize the impact of each
unit of input resources.

Besides, deep and effective involvement in alimited number of sectorsis now required. The first point is to select sectorsto
assist, and to concentrate investment of assistance resources on them. The second point is to give priority to the sectorsin which
Japan is strong and has considerable experience. Thethird point isto give priority to existing issues while cautiously examining
new issues. Thelast point isthat serious consideration should be given on selection of the scope and sectorsin terms of consistent
effective assistance and cooperation among sectors.

In the relation to thislast point, the issue is the preparedness of the Japanese embassy in Zambia and the JICA Zambia office. |
dareto propose that Japan should form a structure in which several staff members of Japanese embassy and the JICA office handle
one selected sector. Additionally, the decision-making authority of such aid related personnelsin Zambia should be aggressively
expanded.

» Human resource development for assistance and review and the application of lessons |earned

It is essential to improve Japan’s own capacity for assistance towards Zambia. This requires development and utilization of
human resources, and above all, proper understanding of the current situation of Zambian development.

Because the technological gap between Japan and Zambiais so large, when the priority is given to grassroots devel opment
needs in villages and cities, Japan’s advanced technology is not always suitable. Rather, Japan should search for people who can
transfer appropriate technology in terms of the potential capacity to absorb the technology. Within Japan, resources should be
identified at the local government level rather than at the national government level, and in the private sector rather than in the
public sector. In this sense, a domestic cooperation system for international assistance is indispensable. Human resourcesin
Southern Africaand people with appropriate technology in Asiawill play important rolesin what is called South-South Coopera-

tion.
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5.

Development of the Mining and Manufacturing Industries

» _Current conditions of the mining industry

Zambiais the seventh largest producer of copper in theworld. Copper and its by-product cobalt, account for 70% of Zambia's
total export$l asof 199701 Zambiaisamajor exporter of mineral resources, unlike other African nations dependent on agricul-
ture. Thanksto its endowment of mineral resources, exports are generally larger than imports, recording atrade surplus or asmall
trade deficit at worst. Thetotal added value in the mining sector represents 6-10% of GDF] during the second half of the 1990s]

Japan has been the largest or at least the second largest importer of copper produced in Zambia. Thailand, Malaysia and other
Asian countries are important importers of Zambia's copper as well.

Copper production was falling sharply until recently due to inefficient management of ZCCM, the core entity in charge of
copper production, and aslump in copper prices. Now production is expected to increase with the privatization of the ZCCM and
the participation of foreign capital.

«_Achievements of development policy and the future of the mining industry

The Zambian copper industry was entirely owned by the Anglo-American Corporation of the Republic of South Africabetween
around 1928 and 1969 when the Kaunda Administration nationalized it. Then the Kaunda Administration made heavy invest-
mentsin development projects with foreign currency gained through copper exports and loans from abroad. But such effortsin
economic development, which continued until the 1980s, ended in failure due to inefficient investment allocation and a drop of
the international market price of copper, leaving huge debts behind.

The Structural Adjustment Programmes led by the IMF and the World Bank were resumed in the early 1990s. Since then,
significant progress has been made in economic liberalization. However, there was little progressin ZCCM.

According to the Policy Framework Papef] PFPOfor 1999-2001 published by IMF, the process of privatizing the ZCCM will
be completed by December 1999. Its micro-economic forecast projects an annual average growth of 10% for copper exportsas a

result of the privatization of the ZCCM. So it is safe to say economic recovery hinges on the mining sector.

¢ Future challenges

The major constraints in the mining industry is social instability in the Copperbelt. The unrest has been caused by lay-offs by
foreign affiliated companies and suspension of the supply of social servicesasaresult of privatization. Zambianeedsto revitalize
the copper industry to overcome the heavy burden of external debts, the country’s biggest problem. At the same time, Zambia
should tackle environmental problems at mines. Support for small-scale producers should also be extended to expand the benefits
of development.

Asthe private sector istaking the initiative in revitalizing the mining industry under the Structural Adjustment Programmes,
Japan should direct its assistance towards matters beyond the private sphere and reducing the adverse effects of the privatization
process. As an example of assistance project, a survey can be conducted to explore minerals for small-scale producers. As
supplementary suggestions, assistance could be extended to other sectors/fields as well to complement assistance to the mining
sector. Specifically, Japan could provide assistance in such fields as job training and socia services in the Copperbelt to quell

social unrest there.
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» Achievements of development policy and the future of the manufacturing industry

Under the Structural Adjustment Programmes that was launched in 1992, tariff barriers were abolished. As aresult, many
domestic companies, especially apparel businesses, were forced to shut down, and many public corporations were privatized. As
government policy, Zambia aims to privatize public enterprises, promote deregulation and foreign investment, and boost non-
traditional exports.

In the field of regional cooperation, the country is slowest in lowering the tariffs anong the member nations of the Common
Market of Eastern and Southern Africal COMESAO In the fiscal budget for FY 1999, the government even raised some of its
tariffs. Zambiahasasimilar problem of being slow in lowering the tariffs with member nations of the Southern African Develop-
ment Community’] SADC[

Zambia's manufacturing industry does not have much comparative advantage over its counterparts in other Southern African
nations. Despite economic liberalization, Zambia's apparel industry isuncompetitive, according to aWorld Bank analysis. Zambia's
manufacturing industry therefore, excluding segments based on agricultural and mineral products such astextiles, refined sugar
and others, may |ose its competitiveness depending on how far tariffs will be lowered by Southern African Development Commu-
nityd SADCO

¢ Challenges and possibility of Japan’s assistance in the manufacturing industry

Zambia is characterized by the large share of the manufacturing industry, which is urban-based in nature. Yet, Zambia's
manufacturing industry does not have a comparative advantage over its counterparts among other Southern African countries.
Under the Structural Adjustment Programmes, import tariff reductions and the process of privatization using foreign capital have
prompted the “breakup” of the Zambian manufacturing industry.

Zambia, however, should make good use of the foundation provided by Zambia s manufacturing industry that has been built up
over theyears. Also, industrial development with local capital is necessary. It is preferable that Zambia's manufacturing industry
will focus on the domestic market and wide job opportunities in the short- and medium-term, as well as contribute to the nation’s
exportsin the long term.

Japan can extend technical and other forms of assistance in two areas: industrial technologies with a global competitive edge
and government-led industrial promotion policy. In the long term, Japan should preferably send industrial policy advisersto
Zambia's ministries and agencies in charge of development plans, as part of its comprehensive cooperation programmes covering
training in industrial policy, foreign capital policy and taxation policy as well as third country training for South-South coopera-

tion.

6. Development of Agriculture, Forestry and Fisheries

¢ Current conditions of agriculture sector

The agricultural sector accounted for an average of 17.7% of GDP during the 1980s. The growth rate of the agricultural sector
averaged as low as 1.5% between 1965 and 1995. Now the growth rate has slipped into the negative. One factor for the decline
was that under the Structural Adjustment Programmes since 1991, agricultural subsidies were cut and the distribution sector was
liberalized and privatized. Another factor was drought.

Agriculture in Zambiais characterized by its extreme vulnerability to climate change. Agricultural production is generally by
rainfed farming and is susceptible to droughts.

The cultivated acreage in Zambia accounts for only 7% of the country’stotal area. This meansthat Zambia has a high potential
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for agricultural development in that unutilized land is abundant. Soil fertility, however, is basically not high. Therefore, ped-

ological and ecological studies must be carried out before cultivating new land for farming.

¢ Land system

The land system in colonial times classified land into three categories: crown land, trust land and reserve land. Chiefs, or
traditional rulers, had the authority to distribute trust land and reserve land. Although the government retained certain rightsin
trust land, traditional chief overwhelmingly controlled reserve land under customary law.

In 1995, the land law was revised, alowing individuals to acquire aland right. The government originally aimed to simplify
and streamline the procedure for the acquisition of the land right. But traditional chiefs voiced objection against the government
moves. Asaresult, the government incorporated into the land law a provision requiring individual s to obtain permission from the

competent chief or headman before acquiring the land right. Yet the land system is expected to undergo gradual change.

_Shift from subsidy policy to liberalization

The Kaunda administration tried to boost production by artificially keeping the relative prices of fertilizers at low levels.
Agricultural development was also aimed at rectifying export structures dependent on copper and coping with the consequences
of depleting copper resources. By the end of the 1980s, however, direct subsidies for maize alone accounted for nearly 20% of the
nation’sfiscal spending. Then the new administration led by Frederick Chiluba addressed the reform of the distribution of maize
as recommended by the World Bank and the IMF.

The policy of the Chilubaadministration is to liberalize the marketing system in the agricultural sector. Theideaisto empha
size price mechanisms and the market and to avoid government intervention. Partia liberalization of the marketing of maize and
inputs was launched by 1993. Maize prices vary greatly depending on good or bad crop, and by region or season. Prices of
chemical fertilizers are also on the rise due to decreasing supplies.

Agricultural production is being diversified in areas where maize production is economically inefficient, especially in outlying
areas. Inregionsvulnerable to droughts, there is a shift from maize to sorghum and millet, which require no chemical fertilizers,
to soybeans and sunflowers, which are non-traditional export crops, and to cotton.

Administrative services such as agricultural research and extension activities are falling far behind due to cuts in both the
budget and work force at the Ministry of Agriculture. Inthe past, the government wasin charge of agricultural loan programmes.
The repayment rate by farmers was extremely low, but the fact remains that such loan programmes are crucia for ensuring food

security in the light of unstable agricultural production in Zambia.

» Agricultural Sector Investment Programme

TheAgricultural Sector Investment Programme] ASIPOwas launched in January 1996 based on the recognition that former
agricultural investments lacked integrity and consistency. The purposes of the ASIP are: 100to coordinate agricultural invest-
ments, and 2[0to improve the investment mechanisms and the policy framework.

The ASIP-1 had some problems, including: 10an inadequate support system for implementing the programme, 200inadequate
planning of the implementation and management systems, 3[the impact of the delayed reorganization of the Ministry of Agricul-
ture, 40insufficient capacity to implement the programme, and 50reduction in the agricultural-related budget.

The ASIP-1 was unprecedented, but ended leaving many problems unsolved. It is safe to say that the confusion associated with
the reform prevented the ASIP from producing the expected results. The process of the ASIP-1 was extended as the second phase

O ASIP 110 with bright prospects for an increase in exports of agricultural products and the diversification of the agricultural
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sector.

» Agricultural cooperatives

After the liberalization and privatization of agricultural marketing, agricultural co-operatives deal in a much lower volume of
agricultural products and inputs than before. However, private distributors are not filling the void as expected in many parts of the
country.

If private distributors do not cover these regions for now, co-operatives should play such roles. The government attempts to
promote the development of co-operatives. In order to achieve the original objectives of the cooperatives, public institutions

should help them train and foster leaders and co-op members.

» Challengesin agricultural sector

Chemical fertilizers are important for maize production in Zambia. At the same time, the Zambian government needs support
for long-term agricultural research aimed at promoting resource-recycling farming among other systems.

The policy shift towards agricultural marketing liberalization under the Structural Adjustment Programmes will result in un-
stable food production and subsequent turmoil in the market. For agricultural development in line with economic liberalization,
the following six points are recommended:

10 Zambia should reconstruct the economy, raise the living standards of the people, alleviate poverty, and ensure domestic

food security based on understanding actual state of the agricultural production structure.

20 Specifically, Zambia should obtain more foreign currency and improve the balance of payments through the promotion of
export-oriented agriculture, ensure the stable supply of food to city dwellers, raise the living standards of rural dwellers,
and reduce poverty.

30 With top priority given to small-scale farmers, Zambia should tackle problems under comprehensive rural devel opment
programmes. These programmes mainly aim to diversify crops, establish intensive farming, improve soil fertility, develop
the livestock industry, and establish eco-friendly, resource-recycling farming systems.

40 Zambia should help medium-scale farmers ensure a stable food supply for city dwellers.

50 Assistanceto large-scale farmers should be given for agricultural research and loan programmes considering the relation-
ship with small- and medium-scale farmers.

600 Zambia should develop roadsin rural areas and boost the food reserve capacity.

¢ Fisheries

Although Zambiais a land-locked country, fisheries are prospering, based on the country’s rivers, lakes, marshes and fish
farms. Fisheries play an important role in the Zambian diet, providing adequate nutrition to people, and creating jobs. Boosting
fishery production, improving production efficiency, and developing and conserving the fishery resource should be high on the
agendain view of an expected increase in demand. The following three steps are recommended.

10 Zambiashould train technicians and extension workers specializing in fish farming and administrative staff as a matter of

urgency for fishery development.

20 Zambiashould create the system to add value to fish. To this end, Zambia should construct economically viable refrigera-

tion and processing facilities as part of infrastructure development, including the systematic devel opment of transportation
networks.

30 Zambia should urgently develop afish farming industry that meets various local conditions. Boosting production of fry
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7.

and feed for fish farming should be dealt with immediately. Asenvironmental conservation-oriented or resource-recycling
development has been and will be an important concept, developing the fishery industry from such a viewpoint is very
important.

Poverty Reduction and Social Development

»_Current situation of poverty

Zambia's social development and human devel opment underperforms compared with southern African neighbors, other Afri-
can countries and developing countries. To make matters worse, Zambia's social indicators have been on the decline since the
early 1980s. HIV/AIDS incidenceis extremely high and by the year 2000, it is estimated that some 11 percent of children under
14 years will be orphans. Poverty in Zambiaisin an extreme serious situation deserved to tackle with as soon as possible.

As of the year 1996, nearly 70% of Zambians are poor, and the percentage of the core poor was 53%—meaning that more than
half the population of Zambiaisin a state of extreme poverty.

Childreri] especially orphans and street children] women, the disabled, the elderly, and the sickd including AIDS patients(]
easily fall into poverty as they are more vulnerable to economic stagnation and economic liberalization, and climate changes
including the incidence of droughts. In rural areas, households with inadequate access to services and markets due to their
geographical isolation and those with limited production capacity are prone to poverty. Small farmersin outlying areas and
isolated areas, female-headed households, and farmers lacking secure rights to land may fall under this category. Among the
urban poor are street children, workersin theinformal sector, those working for micro enterprises, people made redundant due to
corporate streamlining, and retirees mostly comprise the poor in cities. The economic crisis and the Structural Ajustments during

the 1980s hit urban population badly, and now, nearly half of the urban population is poor.

* _Employment] the unemployed and the informal sector(]

The number of employeesin the formal sector increased after independence in 1964 until the mid-1970s before leveling off in
the late 1970s affected by an economic crisis. The number decreased after 1992, when the MMD government began to implement
the Structural Adjustment Programmes and economic liberalization in earnest. 1n the 1990s, even employeesin the formal sector
began to lose their jobs through lay-offs or early retirement due to the streamlining of the public sector, especially the privatization
and liquidation of parastatals. Many of them fell into poverty and are often called the “new poor.”

The informal sector has been expanding since the 1980s. As of 1997, employeesin the informal sector outnumbered those in
the formal sector. While two-thirds of the male workers in the compound are employed in the formal sector, female workers

account for some 80% of theinformal sector. The income gap between men and women is wide within the informal sector.

¢ Poverty Reduction Policies and Programmes

The Zambia government formulated and published the “ Social Action Programme 1990-1993” in 1990. This action programme
aimed to alleviate hardships experienced by the poor and the vulnerable as an adverse effect of the Structural Adjustment
Programmes. While stressing the rehabilitation and repair of basic infrastructure, the programme aims to make socia services
and employment opportunities available to the poor in the short term. Specifically, the programme covered] ilhealth and
nutritiond iideducationd iiiCJwater and sewage roads, and markets[] ivOjob creation through public works, and] vOsmall
businesses devel opment.

The Socia Action Programme faced a number of difficulties. Firstly, statistical data were insufficient for designing a poverty
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aleviation strategy and targeting beneficiaries. Secondly, the government politically manipulated the programme to win the 1991
general elections. Thirdly, due to inadequate funding from government budget, the SAP could not maintain relevant projectswith
government funds only.

The government drew up the “National Poverty Reduction Strategic Framework” in May 1998. The strategic framework is
regarded as an umbrella for the Sector Investment Programme$] SIPsdand other poverty reduction efforts, and lays down five
strategies.[] idachieving broad based economic growth through agricultural and rural development[d iiCproviding public physi-
cal infrastructure[d iiilJincreasing productivity of the urban micro enterprises and informal sector[J ivCldeveloping human re-
sources, and] vOco-ordinating, monitoring and evaluating poverty reduction programmes and activities.

The Zambian government formulated the “National Poverty Reduction Action Plan 1999-2004" in December 1998 as a five-
year plan to reduce poverty based on the National Poverty Reduction Strategic Framework. The plan laid down three goals:.(] il]
to reduce the percentage of the poor from 70% to 50%/[] ii(Jto enhance coordination of all the poverty reduction programmes,

including those by NGOs and the private sector, and1 iii (Jto monitor and evaluate the impact of poverty reduction programmes.

¢ Challenges

Poverty aleviationis Zambia's most urgent and first priority issue. Poverty in Zambiais caused by multiple factors: low levels
of economic development in general, persistent economic stagnation, disparities and inequalities associated with past economic
development patterns, and problems associated with economic liberalization. Poverty also takes many formsin Zambia. There-
fore, poverty reduction measures require a comprehensive approach, which may be cross-sectoral or an appropriate combination
of various methods.

Itisimportant to put limited resourcesto good use for poverty reduction, which requires anumber of stepsto betaken. Thefirst
step isto identify the poor and pinpoint the targef] targetingll The second step is to coordinate poverty reduction measures to
avoid needless duplication. The third step isto perform regular monitoring and evaluation on the effectiveness and relevance of
poverty reduction measures.

The question is whether Zambia actually puts the comprehensive poverty reduction programme into practice and whether the
programmes will produce the expected outcome. The following conditions are needed for the implementation of the programme:
O iOcontinued commitment by the government[J ii Jappropriate allocation of government budgets and donor funds, and iiilC]
capacity building of the Ministry of Community Development and Social Servicesin charge of coordinating and monitoring the

programme.

¢ _Challenges to Japanese assistance

Japan should extend assistance for poverty reduction and social development in line with the comprehensive strategic frame-
work and the action plan Zambia has already formulated. Specifically, the framework and the action plan define the priority fields
ast] iOagricultural and rural development[d iiCinfrastructure development[d iiiCJincrease of productivity of urban micro enter-
prises and informal sector[] ivdhuman resources development, and] v coordination, monitoring and evaluation of poverty
reduction programmes. Japan can help Zambiain many of these fields.

Japan should also decide on how to deal with the Sector Investment Programmes$] SIPsCin its aid to reduce poverty because the
SIPs constitute part of the National Poverty Reduction Strategic Framework and the National Poverty Reduction Action Plan.
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8.

The Environment

» Characteristics of environmental issuesin Zambia

The following six points are major environmental problemsin Zambiall iOddeforestationJ iiCldepletion or extinction of wild-
life[d iii0water pollutiori] particularly in urban areas 11 ivOair pollution] vsoil degradation, and] vi£lwaste disposal.

Asfor deforestation, the major causes are 100the expansion of farmland brought by a high population growth rate and extensive
farming based on shifting cultivation, 20the collection of firewood and charcoal production in peri-urban areas, and 30the use of
timber and charcoal in copper mines for mining and metallurgical operations.

Other serious environmental problems are; 100Pressures on farmland and natural resources caused by the high population
growth rate, 20environmental pollution caused by factories, 30waste discharged by urban populations, water contamination by
sewage, and air pollution, resulting from urbanization, 40water contamination caused by drainage from copper mining industry
that has been the mainstay of Zambian economy.

One of the mgjor factors of environmental degradation isthat Zambia s economic and subsi stence activities are more dependent
on the exploitation of nature, due to its lower level of economic development and general level of technical standards. Both
economic development and people’s livelihoods largely depend on natural resources, such as minerals, forests, land, lakes, and
wildlife.

Another factor of environmental deterioration is inappropriate management of natural resources, due to lack of understanding
of environmental issues, weak administrative and legal support structures, and a breakdown of the traditional practices that

previously helped to ensure the sustainable use of nature.

* Depletion and extinction of wildlife

Notwithstanding the establishment of wildlife reserves, environmental deterioration of natural habitats and depletion of wild-
life are significant. Thirty species or subspecies of animals are on the verge of extinction or are endangered. After the economic
crisisin the mid-1970s, rural inhabitants increasingly poached wildlife because their income and employment opportunities
decreased due to the economic crisis. In order to cope with this problem, management with community participation was intro-
duced in the mid-1980s. However, in fact, community participation was not substantial, and only atraditional chief, and other
influential peoplein the area, can participate in decision making at the Wildlife Managing Authority”] WM A Oand other manage-

ment organizations.

* _Water pollution

Drainage and waste discharged from mining facilities became the major causes of urban water pollution. While water pollution
attributable to the mining industry decreased during 1970-1990, pollution attributable to the manufacturing industry has wors-
ened.

Domestic wastewater also has caused water pollution, due to insufficient sewage disposal plant capacity and population growth
in urban areas with no sewage disposal. Such insufficient sewage treatment capacity causes contamination of drinking water

including well water, which is allegedly afactor contributing to an outbreak of cholerain urban areas since the late 1980s.

¢ _Environment-related institutions

With the Environmental Protection and Pollution Control Act enacted in 1990, environmental plans, laws, and administrative
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institutions were finally prepared to deal comprehensively with the environment and natural resources. The Ministry of Environ-
ment is, however, still ineffective, ranking low in the cabinet. It is therefore questionable whether it can function fully as a
coordinator among related ministries. The implementation of the plans and the execution of the laws depend on administrative
function.

Another challenge is how to proceed with environmental conservation and pollution control effectively within a new frame-
work focusing on economic liberalization, market forces, and the private sector. Monitoring, advocacy, and environmental edu-
cation by civil society organizations and NGOs are necessary to make private companies to keep environmental conservation as

well asto make the Government to carry out the regulation and management of environmental conservation.

» Challenges of Japanese ODA

Environmental problems in Zambia have been caused by two factors: oneis avicious circle of poverty and environmental
deterioration; and the other is related to the mining industry and urbanization. Therefore, when providing effective assistance in
the environmental field, it isimportant to combine and coordinate various approaches, such as through agriculture, rural develop-
ment, poverty reduction, gender, and improvement of low-income urban settlement. At the same time, when providing effective
and efficient assistance to extensive environmental issues, it is necessary to narrow down the fields in which Japan has capacity
and comparative advantage. As environmental problems cover abroad range of human activities, cooperation with other donor
countries, multilateral agencies, and NGOs is required.

Follow-up of environmental assistance to the mining industry and infrastructure projects to which Japan provided assistancein
the past, as well as assistance for environmental measures in the sectors such as the copper mining industry that Japan has
economic relation withl which was not ODA should be included for consideration. It is aso important to incorporate environ-

mental considerations into future assistance in various fields.

9. Public Health and Medical Services

» Critical Composition: essential pointsto be shared

At present, the health sector in Zambiais at acritical point. Traditionally, Zambia has been trapped in “low health standards’
dueto theinteraction of poverty, malnutrition, and infectious diseases. New negative elements have been added to these, such as
adecrease in health resources due to the economic crisis, and the rapid spread of HIV/AIDS. Consequently, health standards have
dropped further. A “viciouscircle” can be found between poverty and malnutrition as well as poverty and infectious diseases.

The health of the urban population is a conspicuous issue other than HIVV/AIDS in the health sector in Zambia. Unplanned
settlements around cities, in particular, where the poor population is concentrated have become a hotbed of infectious diseases,
such as cholera and measles, due to deterioration of environmental sanitation in addition to the high population density.

While the health needs are largely increasing, health resources to meet such needs are declining rapidly. Thus, absolute scarcity
and instabilization medical equipment supply and decreasing of the quality of diagnosis and medical care become serious prob-

lemsin Zambia.

¢ Challenges on Japanese Official Development Assistance

O 10 Anti-AIDS support: development issue which cannot be neglected
The spread of HIV/AIDS cannot be neglected in Zambia. Japanese cooperation in preventing infectious diseases has been
limited to the project conducted at the virus laboratory of the University of Zambia Teaching Hospitall UTHO However, the

measures against infectious diseases do not necessarily require a virus laboratory. Therefore, it is not always appropriate to
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consider the virus |aboratory as prerequisite when discussing Japan’s anti-HIV/AIDS support for Zambia. On the other hand,
it isimportant to utilize the experience of cooperation projects in the past. Thus, as cooperation utilizing the functions of the
virus laboratory, participation in sentinel surveillance and accuracy management of HIV testing is suggested in a*“Voluntary
Counseling and Testind] VCT¥ programme.

0 20 Support for Health Care Reform: vision-sharing and participation in processes

In order to improve efficiency in the health sector through the correction of distorted resource distribution, it is necessary,
first of all, to consider a contribution to the improvement of efficiency in the sector as the primary criterion.

The second step is participation in processes. Here, it is required to participate continuously and actively in planning and
designing of a sector policy planning and Sector Investment programme, specifically declare the Japanese development assis-
tance policy and its focus, and let the recipient government and other donor organizations and countries know such policy and
focus. Assistance displaying “apolicy and principl€”’ is more important than assistance displaying Japan as “aprovider.”

Assistance that makes it possible to provide consumables that are extremely important to the health sector does not need to
take account of current expenditures after provision. Also, it iseasily incorporated into a framework of cooperation between
donors. In accordance with the programming cycle of a development project in the health sector in arecipient country, Japa-
nese active participation from the planning stage will enhance strategic and planned aspects of economic assistance, and the

presence of Japanese cooperation will beincreased as well.

[0 30 Urban public health support: measures against expanding health risks

The spread of education on sanitation and health combined with the development of infrastructure for environmental sanita-
tiorl] water supply, sanitation, and waste disposa [Imay be an effective approach to the solution of urban health problems. Both
securing safe water supplies and propagating the appropriate water use through health education are important. It is necessary
to organize and systematize such experiences obtained through various approaches, in order to establish a Japanese assistance
package.

Needless to say, it should be noted that focusing on the urban health problems must not lead to disregarding rural health
problems. Traditional disparitiesin health standards between the urban and rural areas still remain in Zambia. In order to
secure well-balanced assistance, it is necessary to discuss positively the expansion of a Community Empowerment Programme
through local NGOs, and participation in Basket Funds. In thisway, a system is expected to be established to make Japanese

aid funds flow into activitiesin rural and remote areas which conventional projects cannot deal with.

0 40 School health support: investment in the future generation
The “Critical Composition” surrounding the health sector in Zambiais so serious that even the Health Care Reform may not
solve problemsin ashort time. For the improvement of health standards in Zambia, assistance based on along-term vision is
also necessary. As the primary school enrollment rate in Zambiais relatively high, an effective strategy is to provide health
education through schools, targeting at many children. It should be noted that the target popul ation for school health programmes
isat the healthiest age.
Much attention should be paid to children who do not attend school. In the serious situation of the health sector in Zambia,

indispensable approaches is to enhance the capacity of people carrying out basic health care on their own.
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10. Education and Human Resource Development

* OQutlook for Education

Educational opportunities were expanded steadily until the beginning of the 1980s. However, due to the economic crisisin the
mid-1980s and the introduction of the Structural Adjustment Programmes, education in Zambia has been faced with acrisis. The
school enrollment rate has remained low since the late 1980s and the deterioration of education is a serious problem.

The educational policy called “Educating our future” announced in 1996 aims to change from an overemphasis on higher
education to afocus on a nine-year basic education.

An “Integrated Education Sector Investment Programmeé] ESIPY started in 1996. However, little progress was made due to
difficulties in coordination among the Ministries. Therefore, the Ministry of Education started a “ Basic Education Sub-Sector
Investment Programmeé] BESSIPLY in 1999, in cooperation with related aid agencies. At present, the related organizations are
preparing to implement a“ Training Sub-Sector Investment Programmeé] TSSIPLY for the training sector. Under these circum-

stances, it isinevitable that assistance to secondary education, aside from higher education, will decline to a certain degree.

» _Current Conditions by Sub-sectorsin Education

0 10 Primary and secondary education

School lessons are generally provided in double or triple shifts. In Lusaka City, in particular, due to the shortage of school
facilities, only 20% to 30% of applicants are permitted to enroll. Against this background, aside from public primary schools,
the “community school” was established through community participation.

The gross enrollment ratio of primary school recorded 100% in 1985. Since then, it continued to decline and the number of
children enrolled is also hovering at alow level.

The budget appropriated for primary education was considerably low until 1993, compared to that for higher education. This
has been rapidly improved since 1994 and primary education accounted for 52% and higher education, 17% in 1997. However,
97% of the current budget for primary education is for personnel expenses including teachers' salaries, and the supply of
teaching materials and textbooks has been dependent on external aid resources. More efficient utilization of resourcesis

expected through the improvement of the competence of the Ministry of Education.

0 20 Higher education
As primary education is given priority in budget allocation, the budget for higher education is naturally declining. Reform of
universities and colleges has been underway through the collection of tuition fees based on the cost-sharing principle. The
current problem, that is, the low quality of education, will be inevitably worsened.
It is necessary to review therole of institutions providing higher education with rare sophisticated resources, and to discuss
aschemeto actively utilize such resources for the development of the nation. Since the institutions for higher education are
responsible for the training of primary/secondary school teachers, reinforcement of these teacher training institutionsis needed

to an appropriate degree in order to improve primary/secondary education quantitatively and qualitatively.

0 30 Vocational training
The Ministry of Science, Technology and Vocational Training, in charge of vocational training, announced a Technical
Education, Vocational and Entrepreneurship Training Policy in 1996. However, The Ministry of Education does not provide
systematic and consistent vocational education.

It cannot be helped that skill acquisition does not necessarily lead to an employment opportunity in Zambia under the current
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economic conditions. In such situation, it is necessary to review the functions and position of public training facilitiesin a
society. Inrelation to this, five ministries and agencies related to vocational education are planning to implement a Training
Sub-Sector Investment Programme] TSSIPOin cooperation with several aid agencies. Thiswill have amajor impact on the

field of vocational training.

O 40 Adult literacy programmes
The literacy rate improved dightly from 51% in 1969 to 54% in 1980, and 56% in 1990. Theliteracy rate for women islower
than that for men, and rural areas show alower rate than urban areas. Continuous and systematical literacy education is
extremely difficult in Zambia. Since the Ministry of Education emphasizes the primary school education, the educational
policy barely refers to adult basic education as a part of life-long education and training. It is necessary to devise some
measures to make literacy programmes more attractive by combining literacy programmes with community vitalization and

skills development.

¢ Issuesin Education

In conclusion, prioritiesin education and human resource development in Zambia are; iCJenhancement of educationa adminis-
trative capacity, iillexpansion of primary/secondary education, iiiCJrebuilding higher education, ivdadaptation of vocational

training to meet employment needs.

¢ Challenges of Japan's Assistance

The policy of contributing to basic education, such as primary/secondary education, must include not only the construction of
facilities, but a comprehensive approach including the software type of cooperation as well.

In the vocational training field, too, Assistance providing sophisticated vocational training with large dependence on equipment
should be shifted to assistance focusing on the recipient country’s needs and actual conditions. As previously mentioned, the
focal point of educational assistance is basic education. Similarly, basic skill acquisition should be given priority in vocational
training.

In fact, it is extremely difficult for Japan to select and dispatch personnel that can actively contribute to the field of education.
Therefore, a system of public participation must be expanded in the pool of experts to be dispatched, and selection of potential
personnel with language proficiency and coordinating ability is needed without specifying educational specialty in the narrow
sense.

The Educational Sector Investment Programme] ESIPOstarted in 1996, led by the World Bank, isinevitable for educational
assistanceto Zambia. Thefinal objective of donors’ participation in the sector programmeisto invest fundsin a Common Basket.
In view of the current capacity of the Ministry of Education, however, donors invest resources into athe Common Basket without
any conditionalities, the funds might not be utilized efficiently, and moreover, the investment can be an excessive burden for the
Ministry of Education. It is necessary to explain to related organizations that Japan does not deny the concept of the Common
Baskets, but cannot directly invest resources into them due to the juridical restrictions of Japanese law.

The more critical problem isthat impact and achievement, by the Japanese assistance are not fully recognized Zambia though
Japan has provided the largest amount in donations to BESSIP as bilateral cooperatiori] 14% of the total(l

In conclusion, following four points are practical approaches for Japanese assistance: 1[to give priority to primary/secondary
education, 20to provide vocational training directly connected to job creation, 3C0to improve and reinforce the efficiency of

higher education, and 400to actively participate in sector programmes.
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11. Infrastructure and Energy

» Transportation infrastructure

During the colonial period, transport routes connecting the Copperbelt, amining plantation area, and the ports along the Indian
Ocean were the only major transport infrastructure. Except for these routes, the transport network linking major cities, which is
the basis of domestic transport, has been neglected and transport infrastructure does not link the current high population density.
While the routes in Zambia connecting to the ocean have been well devel oped for the purpose of national security and economic
growth, transport routes for agricultural products have failed to connect the production areas and the consumer market effectively,
thus hampering rural economic devel opment.

Among various transportation modes, road is most conspicuous in transport amount. In the light of road traffic, 90% of traffic
is concentrated on the roads that account for less than 20% of the total. Since road maintenance has not been sufficient, roadsin
adequate condition account for only 20%.

A railroad network connects various citiesin Zambia to Democratic Republic of the Congo and portsin Mozambique, Angola,
Tanzania, and South Africa. Routesto Angola and Mozambique, however, have not been fully utilized due to civil warsin these

countries.

*_Energy infrastructure

Major energy sources of Zambia are biomas$] 72%and electricity] 12%[ Only 10% of the general population have access
to electricity, consuming about 15% of the total energy.

Electric power generation slightly exceeds domestic demand; thus electricity is exported to Zimbabwe. However, due to
insufficient maintenance of transmission and distribution systems and a shortage of skilled personnel, power failures occur fre-
quently. Moreover, the charges for electricity have been set well below the actual cost, and even these charges have not been
collected appropriately. Therefore, Zambia Electricity Supply Corporatiori] ZESCOOhas a substantial deficit, which hinders
economic growth.

As for the oil sector, the government has formulated policies for energy development and security. Refining, supply, and
setting the charges for oil are commissioned to each public corporation.

Although about 70% of urban residents have access to water supplies, people in the urban outskirts and in the Compounds
rarely have access to water supplies. Urban water and sewage facilities are in so poor condition that urgent repair is required.
Moreover, appropriate charges should be set and their collection assured. In rural areas, only 10% to 30% of local people have

water supplies though there are some differences among Provinces.

* Problems of theinfrastructure sector

The most serious problem common to the infrastructure sector in Zambiais insufficient financial resources.

Reformsin the infrastructure sector are now underway to cope with insufficient capacity and flexibility of the existing admin-
istrative organization. These reforms are characterized by enhancement of the private sector and deregulation that the British
administration adopted. Zambia endeavorsto follow this British model closely. Thisis natural, as Zambia currently depends on
Europe and the United States for most of the necessary technical and administrative skills. This must be fully taken into account
when Japan provides assistance in the infrastructure sector.

As the Zambian people themselves must operate infrastructure facilitiesin the future, personnel training will be an urgent task

for the country. In Zambia, the existing public sector, including its structure, personnel, and wage system, are lacking in flexibil-
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ity for future development. Thus, the first requirement would be the commercialization of public organizations and personnel

training in the private sector.

» Points of assistance

Key issues for development in Zambia are stabilization of the macro economy, reform of the public sector, and promotion of
exports. In the infrastructure sector, too, carrying out major structural reform and privatization isinevitable. On the other hand,
poverty reduction is another important issue of assistance to Zambia discussed at donor meetings. It is necessary to prevent the
aggravation of poverty in the course of implementation of athe Structural Adjustment Programmes.

In the infrastructure sector, Sector Investment Programme$] Sl PslIfor roads have been implemented as ROADSIP. Compared
to SIPsimplemented to other countries and sectors, ROADSIP does not anticipate common implementation procedure or use of
basket funding. The only rule in selecting an investment project is to respect the economic aspects of the projects as much as
possible. When Japan implements road projectsin the future, it needs to evaluate the projects based on their economic impact,

and confirm whether the projects are included in the SIP or not.

* Future aid direction

Road infrastructure definitely serves as abasis for economic activities and a prerequisite for national development. In develop-
ing countries, including Zambia, where economic activities have been underdevel oped, infrastructure itself creates employment.
Particularly in rural areas where the means for cash acquisition is rare, road maintenance through community participation will
have a considerable economic impact in these areas. Therefore, when providing assistance to the infrastructure sector, it is
necessary to consider not only the road network itself, such as a new construction for complementing amissing link, but also the
impact on theregional economy. For this, attention should be paid on iOdnecessity of staff training, iiCJdevelopment of rural roads
at the community level, and iiiOrole-sharing between the government and the private sector by regarding the road devel opment as
abusiness.

The Zambian Government is unlikely to allocate further expenditures for the infrastructure sector whose future needs and
profitability are unpredictable. Therefore, the introduction of new financial sources] like user feesOis urgently required. The
development of physical infrastructure including maintenance is necessary. However, the priority should be given to improve-
ment in the operational bodies. Under these circumstances, assistance to the road sector would be considered because setting up

aclear target is easy in the sector and also it complies with the ODA principle.

Part Il. Japan’s aid trands

Japan has been actively providing assistance to Zambia for the following reasons: i0Zambiais one of the influential member
states of the Organization of African Unity] OAUL] taking aleadership position in Southern Africa, iiCunder the guidance of the
World Bank and IMF, Zambia is actively promoting the Structural Adjustment Programmes, such as liberalization of financial
regulations, privatization of public corporations, and abolition of price controls, and iiiOdfor Japan, Zambiais an important country
as aprovider of minerals such as copper and cobalt and Japan and Zambia enjoy |ong-established favorable relations. The cumula
tive amount of assistance up to 1998 from Japan reached 96.543 billion yen for third-ranking Loan Aid, 74.180 billion yen for
second-ranking Grant Aid, and 29.815 hillion yen for third-ranking Technical Cooperation within the Sub-Saharan region. Due to
the economic crisis and heavy external debts in Zambia, Loan Aid has not been provided since 1984 except for debt payment

rescheduling. However, in 1992, in order to support Zambia's efforts toward democratization and economic reform, Japan started
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commodity credit through joint financing with the World Bank.

For future assistance, Japan will focus on administrative capacity and good governance of the Chiluba Administration whether
they can deal with the opposition party. In June 1996, in the process of adopting constitutional amendment, Japan decided to put off
balance-of-payments assistance, in concert with the United States and Germany, as the government had not held discussion with the
opposition party.

At present, Japan has provided assistance focusing on the following fields: promotion of private economic activities, develop-
ment of social infrastructuré] public health and medical care, education, personnel training, and environmental conservation] and

improvement of productivity in agriculture.

Part 1ll. Recommendations for Japan’s ODA to Zambia

1. Basic Perspectives on Development Assistance to Zambia

» Recognition of present conditions of Zambiain the historical context of development exercises and identification of develop-

ment issues

Zambian economy has been heavily dependent on minerals, mainly copper until recent years. Therefore, resources were
mostly invested in the mining sector in specific areas and cities. Accordingly, urbanization has progressed further than in any
other African countries, resulting in the expansion of disparities between urban and rural aress.

However, due to the inefficiency of investment allocation based on state-owned enterprises, and plummeting international
market price of copper asthe primary product, Zambia faced an economic crisis with huge amounts of the external debts. Thus,
Zambia s the copper-dependent economic development process up to the end of the 1980s has resulted in failure.

Since the early 1990s, the Structural Adjustment Programmes aimed at macroeconomic stabilization have been implemented to
expedite a streamlining of the government and economic liberalization, including privatization, liberalization of the marketing
system, and abolishment of subsidies.

While there has been some diversification in products and export items, the negative impacts of the Structural Adjustment
Programmes and economic liberalization have emerged, such as adeclinein social services and an increase in unemployment in
the process of economic reform, and the spread of poverty in both urban and rural areas.

From the macroeconomic viewpoint, the largest bottleneck in industrial development in Zambia is the excessive burdens of

externa debt. The Zambian government strongly hopes to apply for a Heavily Indebted Poor Countries] HIPCOInitiative.

* Harmonization with various cooperation actors and enhancement of Japan’srole

Poverty reduction and support for the vulnerable must be carried out in close connection with the Sector Investment Programmes

0 SIPsl Planning and implementation of SIPs require cooperation and coordination with other donors, involving various devel-
opment organi zations and recipients, thus enhancing ownership of the development process on Zambian side. In such cases, it
would be possible for Japan to actively participate in SIPs, through the contribution in some important issues. This approach
could provide an opportunity to show the essence of Japanese assistance as one of “visible support with policies and principles of

cooperation,” though assistance has so far been stressing the importance as an aid provider.

¢ Integration and utilization of Japan’s accumulated resources for assistance

In order to improve the effectiveness of approaches for these cross-sectoral and multi-layered issues, Japan should coordinate
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and combine the accumulated bases and achievements of many forms of its assistance provided to Zambia. In addition, it is
necessary to make best use of various assistance methods, forms, and assets both in Japan and in Zambia. It would also be
effective to utilize Japan’s experience as a donor country in Asia, as well as assistance resources of Asian countries, with the
inclusion of South-South cooperation that is already in operation. At the sametime, through the utilization of assistance resources
in the region, mainly in Southern Africa, regional interdependence and cooperation can be promoted. These steady but real and
practical approaches would eventually contribute to regional stabilization.

2. Issues and Framework of Assistance to Zambia

»_Support for poverty reduction: Serious poverty in rural areas; Assistance to correct Large regional disparitiesin poverty

About 80% of the population is extremely poor. Their reserves are scarce, and they are vulnerable to drought conditions.
Accordingly, small farmersin rural areas especially suffer from severe poverty. Besides, thereisalargeregional disparity dueto
the past form of economic development too much dependent on the copper industry.

The fundamental issue of poverty inrural areasis the security of staple foods. In particular, the low nutrition level of the poor
leads to disease, resulting not only in adeclinein agricultural productivity, but also adrop in average life expectancy rete.

The urban poor include those affected by a decline in the copper industry, the new poor resulting from the Structural Adjust-
ment Programmes and liberalization, and people engaged in the informal sector, including those coming to cities from local or
rural areas. Itisnecessary to revitalize formal private economic activitiesin urban areas so asto absorb surpluslabor. Therefore,

it is effective to provide support for skill upgrading or technical training that is required at such stages of industrial recovery.

0 10 Focus on primary and secondary education

Policies during the socialist regime put the emphasis on education. Asaresult, the educational level in Zambiais higher than
in neighboring African countries, and the literacy rate exceeds the average of developing countries. However, due to financial
difficulties since the late 1980s caused by the decline in the copper industry and the subsequent economic crisis, budgetary
appropriations for the educational sector have been curtailed. Consequently, the educational sector is faced with difficulties
both in quality and quantity, such as shortages of teachers due to wage reductions, decrepit school buildings, and insufficient
teaching materials and tools.

Besides in rural areas, primary and secondary education especially has worsened in urban areas. School facilities have
become insufficient due to a population influx into urban areas. In Lusaka and the Copperbelt, primary school enrollment rate
has fallen to the level of the 1960s. Although secondary school enrollment has somewhat recovered in the late 1990s, the
proportion of dropoutsis still high, and human resources are inadequate to meet the labor needs demanded during economic
liberalization. Moreover, since gender disparity in the rate of enrollment from primary to secondary education has expanded,
some measures must be taken.

Japan should also endeavor to make a substantial participation in the Basic Education Sub Sector Investment Programme,

and consistently integrate Japan’s assi stance methods into the framework of the Programme.

[0 20 Formulation of cost-minimum/cost-effective health and medical care services; Promotion of health education
The improvement of budgets for health care cannot be expected in the short and medium term, and a mechanism of direct
cost recovery, in general, does not work effectively for the social sector investment. Therefore, improved efficiency in resource

distribution is the key to solve these problems, thus the essence of Health Reform in Zambia should be the pursuit of this
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efficiency. In other words, Health Reform aims to provide cost-effective preventive and treatment services at relatively low
cost through public health care systems all over the country.

Considering the above-mentioned situations, the basic directions of support for the health sector in Zambia should be as
follows:

« from quantitative expansion of services towards promoting efficiency in services

« from independent and individual approachesto integrated approaches

« from a priority on hospitalsto afocus on primary health care

« from centralization to decentralization

« high-level medical services should be covered by user-fees

It is also necessary to participate in Sector Investment Programmes based on the above directions.

» Support for the efforts to formul ate a well-bal anced economic base and structure

0 100 Stable food supply to urban areas; Promotion of crop exportsin Rural areas
This theme relates to the production activities of commercial farmers who serve as a driving force in the market economy.
Medium-scale farmers focus on the sale of farm products in the domestic market and cash crop food productiori] particularly
high-yielding maize[Jfor urban areas. They raise and utilize cattle, including by ranching, and consume relatively large amounts
of modern agricultural inputs. Large-scale farms have more capital-intensive operations, occupying favorable geographical
locations, such as land along the railroads and in the suburbs of cities. They are also exporting farm products. Thus medium
and large scale farmers contribute to stable food supply to urban areas and the production of cropsfor export. Support for them

will lead to the improvement of long-term Zambian economy.

0 20 Maintaining industrial activities in connection with rural areas and Urban areas
In order to break away from the past copper-dependent economic structure, the Zambian government has given priority to
industry, in particular, to the manufacturing industry. Theinternational or regional comparative advantage of Zambiain terms
of industry is not equal to that of South Africaand Zimbabwe. The manufacturing industry is, in principle, led by the private
sector. However, from the strategic viewpoint of securing a foundation for domestic industries, maintaining the linkage be-
tween industries, and absorbing unskilled labor, the manufacturing industry is significant due to its character of providing

sustainability based on rather low value-added products.

0 30 Industry in general] Policies of industrial technology and industrial promotion; Promotion of small- and medium-scale
businesses; Industrial policies linked with liberalization

The manufacturing industry, in principle, is led by the private sector. However, as the Structural Adjustment Programmes

and liberalization of the economy and trade are underway in Zambia, experiences in Asian countries including Japan can

contribute to future policy making, such as for industrial development business activities and industrial technology at the

international level. What isrequired hereis the formulation of specific industria policiesin line with the performance of the

Structural Adjustment Programmes.

3. Practical Measures and Consideration

«_Active participation in Sector Investment Programmes] SlPs[0and contriving Japan’s contribution methods

Sector Investment Programme$] Sl PsClare promoted in Zambiamore actively than in other African countries. Inthe programmes,
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aspecial focus has been placed on “donor coordination™ coordination among donorsCand “capacity building” on the Zambian
side through promotion of the concept of ownership of the development process by Zambia itself.

The Japanese assistance organi zations have been discussing the necessity of a programme-type approach, in order to clearly
position each provision of assistance in an appropriate framework of development programme.

In view of the current state of assistance, it is essential for Japan to clearly indicate its attitude toward active participation in
SIPs. “Information sharing” and “ setting goals with the focus on achievements”, which are the basic concepts of SIPs, should be
applied to Japanese assistance policies aswell. Though it is difficult to fully participate in Common Basket Funds at this stage,
and “to adopt a functional assistance mechanism as a methodology”, some measures could be devised.

On this occasion, Japan should clarify problems and issues inherent in the SIP system in collaboration with the Zambian side
and other donors, and actively contribute to the formulation of any necessary measures to the effect. Japan could clearly and
reasonably indicate its assistance policy and concerns, and thereby contribute to making overall assistance in Zambia more
effective. This could be the essence of “ Japanese Visible assistance of policies and principles.” In participating SIPs, necessary
expertise should be secured at Japanese embassiy in Zambia and JJCA Zambia offices, and they should participate in sector
meetings as representatives of Japan. Moreover, it is necessary to improve and strengthen the coordinating functions of JICA

oversesas offices.

» Selection of approaches that match recipient’s absorptive capacity for assistance and implementation systems

In order to provide effective assistance, continuous support for improving and building of absorptive capacity for assistance

O e.g. support for reinforcement of government personnelOis indispensable. However, in the short run, it is also effective to

support fieldsin which such systems and schemes to absorb assistance are well prepared as well as where the counterpart institu-
tions have arelatively high absorptive capacity for assistance.

Zambia, under severe financial difficulties, is heavily dependent on external assistance. Therefore, Japan should study the kind
of assistance it can provide to nurture Zambia's effortsin arelatively easy way. When providing assistance in the social sector,
this kind of consideration must be particularly taken into account. Prior examination of a project is important, based on the
maximum level of impact at the minimum cost or limited cost.

When identifying or formulating a specific project, in order to accurately assess the capacity and needs of the Zambian side, a
dialogue-based process, not a request-based or offer-based one, would be effective.

» _Improvement of efficiency in assistance

0 10 Utilization of the achievements of past assistance

Japan has provided assistance to Zambia for more than 20 yearsin various fields and in various ways. Asfor future efforts,
what isimportant isto incorporate past experiences and achievements into future assistance through linkage with and integra-
tion of previous projects, focusing on priority fields of assistance. As past Japanese assistance shows, it cannot be denied that
fragmentation among agencies in assistance projects has caused inefficient allocation of assistance. In future, regardless of the
system of assistance and limited framework of each organization, assistance should be provided through mutual coordination,
otherwise, an effective approach to the devel opment issues in Zambia cannot be formulated.

When considering Japanese assistance comprehensively, it is also important to promote cooperation with private companies.
Therefore, support related to the proposed issue should be provided in connection with mines, mining cities, and the metal
industry.

For the effective assistance asamajor donor country in Asia, it isimportant that Japan should utilize itsrelationship with Asia

and the assistance resources available in Asia.
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0 20 Assistance from aregional perspective

For the development of Southern African countries, regional stabilization and development including Zambiais essential.
Economic aspects of regional interdependence have been intensified due to cross-border trade and production through the
division of labor.

Needless to say, for Zambia as an inland country, relationships with the surrounding countries are extremely important both
politically and economically. In the Southern African region with many small countriesincluding Zambia, it isinefficient for
each country to independently establish institutions for research and higher education that require high maintenance costs, in
terms of finance and the volume of demand.

Japan must actively provide support in order to reinforce a network of cooperation and promote exchanges with the sur-
rounding countries in the region. By combining these Japanese assistances provided to Zambia and Japanese experts dis-
patched to countries within the region, support should be provided to form a comprehensive cooperation system in itself,

including the identification and exploitation of cooperation resourcesin the region.
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Abbreviations

AAC Anglo-American Corporation

AfDB African Development Bank

AFRONET Inter-African Network for Human Rights

AIDS Acquired Immune Deficiency Syndrome

ASIP Agricultural Sector Investment Programme

AZ Agenda for Zambia

BESSIP Basic Eucation Sub-Sector Investment Program

BHN Basic Human Needs

BPF Barotse Patriotic Front

CAS Country Assistance Strategy

CDF Comprehensive Development Framework

CG the Consultative Group

CIDA Canadian International Development Agency

COMESA Common Market of Eastern and Southern Africa

CSO Central Statistical Office

DAC Development Assistance Committee

DANIDA Danish International Development Agency

DFID Department for International Development

ECZ Environmental Coucil of Zambia

ESAF Enhanced Structural Adjutment Facility

ESIP Education Sector Investment Program

EU European Union

FAO Food and Agriculture Organization

FINNIDA Finnish International Development Agency

FRA Food Reserve Agency

GDP Gross Domestic Product

GNP Gross National Product

GTZ Deutsche Gesellschaft fur Technische Zusammenarbeit/ German
Agency for Technical Cooperation

HDI Human Development Index

HIPCs Heavily Indebted Poor Countries

HIV Human Immunodeficiency Virus

IFAD International Fund for Agricultural Development

IFC International Finance Corporation

IMF International Monetary Fund

INDECO Industrial Development Corporation

IOR-ARC Indian Ocean Rim Association of Regional Cooperation

JBIC Japan Bank for Intenational Cooperation

JICA Japan International Cooperation Agency

Jocv Japan Overseas Cooperation Volunteers

KfwW Kreditanstalt fur Wiederaufbau

LDF Local Development Fund

LPF Liberal Progress Frontline

MENR Ministry of Environment and Natural Resources

MMD Movement for Multiparty Democracy

NCBP National Capacity Building Plan

NCC National Citizens Coalition

NECEEM Network for Citizens Education and Election Monitoring

NGO Non-Governmental Organization

NHSP National Health Strategic Plan

NORAD Norwegian Agency for Development Cooperation

NP National Party

NPRAP National Poverty Reduction Action Plan
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NPRSF National Poverty Reduction Strategic Framework

NRB National Roads Board

OAU Organization of African Unity

ODA Official Development Assistance

OECD Organization for Economic Co-operation and Development
PFP Policy Framework Paper

PRSP Poverty Reduction Strategy Paper

PSRP Public Service Reform Programme

RIF Rural Investment Fund

RMI Road Maintenance Initiative

ROADSIP Road Sector Investment Program

SADC Southern African Development Community

Sida Swedish International Development Co-operation Agency
SIP Sector Investment Program

SPAW Strategic Plan for the Advancement of Women in Zambia
SRF Social Recovery Fund

STD Sexually Transmitted Diseases

TICADII Second Tokyo International Conference of African Development
UNAIDS United Nations AIDS Program

UNDP United Nations Development Programme
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Basic Concepts of the Report

Basic Perspectives on

Development Assistance to Zambia

Recognition of present conditions of Zambia in the
historical context of development exercises and
identification of development issues
-Establishment and failure of a copper-dependent economic
structure

-New perspectives in the government's role

Harmonization with various cooperation actors and

enhancement of Japan's role

Integration and utilization of Japan's accumulated

resources for assistance

Issues and Framework of Assistance to Zambia

Support for poverty reduction
- Support for serious poverty in rural areas

- Assistance to correct large regional disparities in poverty

Support for the vulnerable group
- Focus on primary and secondary education
- Formulation of cost-minimum / cost-effective public

health and medical services; Promotion of health education

Support for the efforts to formulate a well-balanced
economic structure

- Stable food supply to urban areas;
Promotion of crop exports in rural areas

- Maintaining industrial activities in connection with
rural areas and urban areas

- Industry in general: Policies of industrial technology and
industrial promotion; Promotion of small - and medium-
scale businesses; Industrial policies linked with

liberalization

Practical Measures and Considerations

Active participation in Sector Investment Programmes
0 SIPsO and contriving Japan's contribution methods
- Clarification of Japan's attitude towards active participation
in SIPs
- Clarification of the issues and problems intrinsic to SIPs
and Japan's contribution to preparing countermeasures
- Training of Japanese aid personnel; Better utilization of
present aid schemes with reinforced combination with local
cooperation resources on Zambian side; Efforts for

harmonization with other donors

Selection of approaches that match recipient's absorptive
capacity for assistance and implementation systems
[ -Selective approaches considering the absorptive capacity
O for assistance
- Formulation of projects through dialogue, and reflection

of an assistance strategy in specific projects

Improvement of efficiency in assistance
- Utilization of the achievements of past assistance

- Assistance from a regional perspective

- One measures to recover the confidence of Zambia and

donor countries
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Part |. Chapter 1. General Remarks

Part |. Current Conditions and Problems

Chapter 1. General Remarks

Since Northern Rhodesia became independent to form
Zambia in 1964, there has been coherent international
view on the evaluation of Zambia and its government: an
appreciation of its contribution to the liberalization of
Southern Africa, and at the same time criticism of its fail-
uresin internal, especially economic, management.

Zambia has played a central role as afront-line state in
the tense situation of Southern Africa. When Zambia be-
came independent due to the collapse of the Federation of
Rhodesia and Nyasaland, which might have been a second
Southern Africa, neighboring countries such as Angola,
Mozambique and Zimbabwe were still under colonial rule.
Since that time, Zambia has experienced the unilateral
declaration of independence by Rhodesia and its conse-
quent blockade of the border, and the illegal rule of
Namibia by South Africa and the liberalization move-
ments that followed, as well as long-lasting civil warsin
Angolaand Mozambique after their independence. Zam-
bia has been exposed to attacks by the Southern Rhode-
sian Forces and the South African Forces, and sustained
tremendous economic losses, which caused a heavy bur-
den on Zambian society. This difficult situation was not
resolved by the independence of Southern Rhodesia as
Zimbabwe, but only after the abolition of apartheid, the
establishment of the Mandela government, and the end of
the Mozambique Civil War and the subsequent general
election.

The conflict in Angolais till continuing. A new disor-
der has appeared derived from a civil war in the Demo-
cratic Republic of the Congo to the north. What isworse,
several African countries have dispatched their troops to
the Congo War, which may lead to instability in the whole
continent.

In short, Zambia's geographical location is such that
any national movement and political conflict in Southern
Africa can have an impact on it. Fortunately, however,
Zambia, as well as Botswana and other few countriesin
this region, have none of the potential land problems
which can cause serious disputes as seen in Zimbabwe and
South Africa as a negative legacy of their history. Inthis

Mitsuo OGURAO Tsuda College

situation, Zambia has played and will continue to play an
important role in international relations and peace build-
ing in Central and Southern Africa. Both the former and
the present regimes should be appreciated in this contexts.

Compared with itsinternational contribution, criticism
is concentrated on the economic policies of the Kaunda
government. It istrue that there were many historic and
current restrictions for which the government was not li-
able. Theseinclude the extreme mono-culture economy
inherited from the colonial era, the dual economic struc-
ture, the Oil Shock, and the socialist trend in Africain the
1960s and 70s. till, the decline in the Zambian economy
has been nothing but tragic in comparison with its brilliant
rolein the liberalization of Southern Africa. The crush-
ing defeat of the incumbent president in the 1991 election
was the inevitable result.

In spite of agreed international evaluation of Zambia's
external relations and economic policies, opinions vary
about itsinternal politics. Thereis strong criticism of the
shift toward one-party rulein 1972 and suppression of the
opposition under this monopoly of political power. In
truth, after the recovery of the multi-party system by
Chiluba, people came to enjoy political freedom, aside
from the evaluation of the Structural Adjustment
Programme which Chiluba positively promoted. In this
sense, criticism of Kaunda administration isjustified. But
it isalso true that Zambia succeeded in maintaining socia
stability, while racial and regional conflictsin many Af-
rican countries resulted in civil war. Although there were
several other factors, some people give credit for thisto
Kaunda.

Japan has attached importance to Zambia, not only be-
cause the two countries have had good rel ations through
the copper trade, but also because Zambiais a key factor
in the stability of Southern Africa, aswe have seen so far.

Zambia's GNP per capitais far below the average for
sub-Sahara Africa. Poverty has been getting worse since
independence, but practical measures to overcome the de-
pendence on copper are hard to find. The social impacts
of the Structural Adjustment Programme have tended to
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extend for along period of time. In this context, poverty
reduction should be thefirst priority of international assis-
tance for the purpose of social stability in Zambia. In this,
the characteristics of poverty in Zambia must be properly
understood. For example, the high proportion of urban
population due to rapid urbanization and the recent in-
crease in people returning from urban to rural areas should
be considered in anti-poverty measures.

In the medium to long term, it is also necessary to ex-
amine how the copper-dependent economy can be
changed. This includes comprehensive examination of
how assistance can contribute. Production improvement
at the level of small-scale farmers, for instance, includes
variousissues, from marketing, finance, and technology to
the land system. The recent economic liberalization in
Zambia and the reform of South Africaare facilitating for-
eign investment from South Africa and other countries,
and therole of private-sector fundsis gaining more impor-
tance. Foreign assistance should not interrupt such private
economic activities, but rather it should develop physical
and institutional infrastructure to promote such activities.
Of course, the significance of poverty reduction and socia
development isincreasing al the more, because the gaps
between regions and between socia classes are expanding.

Asfor the recent changesin aid approaches, assistance
that causes an increase in current expenditure must be lim-
ited, and project-type assistance al so needs to be reexam-
ined. Although sector investment programmes, which is
going to be discussed in this edition, are worth consider-
ing as a means to assist Zambia and other African coun-
tries, it is different from the Japan’s assistance approach,
and the donor sideis not fully ready for that. At any rate,
at least it is appropriate to say that Zambia, with which
Japan has had along relationship of assistance, will be a
touchstone of Japan’s assistance when such new ap-
proaches to assistance are sought.
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Chapter 2. Development Plans

Introduction

A series of dramatic changes occurred from the 1980s
to the 1990s in Zambia's political and economic basic
frameworl liberalization of economy and democratiza-
tion[ in the relationship between donors and the Zambian
government, and in the preferred model of assistance.
Consequently, the characteristics of development plansin
Zambia also changed significantly, such as:

10 the shift from comprehensive five-year plans made
under the National Committee for Devel opment
Plang] NCDP[Ito sector investment programmes

O SIPOmade by each relevant ministry;

20 the appearance of a comprehensive Poverty Reduc-
tion Plan, which includes sector investment
programmes. Thisis almost equivalent to a gen-
eral development plan in the sense that it coordi-
nates projects by ministries, NGOs and the private
sector, although it isaimed at only poverty-related
programmes and projects;

30 more emphasis on role-sharing and harmonization
between the government and private sector and
civic socia organizations and NGOs, so that these
stakeholders can participate, or at least have their
opinions heard from the planning stage, and orga-
nizations independent from the government] such
as ‘Boards taking charge of the implementation
of plans. No more does the government determine
and enforce al plans; and,

40 more stress on assurance of the ownership of the
Zambian side and donor coordination.

1. The Kaunda-UNIP Administration and Devel-
opment Plans

1-1 Before the 1980s: Era of five-year plans
After independence, most African countries, whether or
not they were under socidist government, set up afive- or
seven-year development plan, emphasizing the role of the
government in development and economic management.
Zambian government made the Temporary Development
Plari] 1964-660right after its independence, and contin-
ued with the 1st Five Year Plar 1966-710] the 2nd
0 1972-760and the 3rd] 1980-84five year plang] See
Table 2-100

Shiro KODAMAYA (Hitotsubashi University)

1-2 The 1980s: Economic crisis, Structural Ad-
justment and difficulties confronting devel-
opment plans

In the 1980s, due to economic crisis and the introduc-
tion of structural adjustment programmes led by World
Bank and IMF, it became difficult for the Zambian gov-
ernment to make long-term devel opment plans. Instead of
five-year development plans, the government started to set
up two- or three-year economic recovery programmes
based on the Structural Adjustment Programmes.

The beginning of the 3rd Five Year Plan was put off for
three years because of the economic crisisin Zambia
caused by thefall of the international copper price and the
Qil Crisis. After the 3rd Plan, there was a five-year inter-
val before the 4th Five Year Plan began. During the in-
terval, the Kaunda UNIP Administration abandoned the
structural adjustment programme led by World Bank and
IMF in 1987, and formulated Zambia's own New Eco-
nomic Recovery Programmé] Interim National Develop-
ment Plan 1987-88[] and the subsequent 4th Five Year
Plari] 1989-93[1 However, around 1989, the Kaunda
UNIPAdministration returned back to the Structural Ad-
justment Programme under the IMF initiative. After the
ChilubaMMD Administration took over the Kaunda gov-
ernment in 1991, the 4th Five Year Plari] 1989-930was
substantially abandoned in the middle of the term, which
was the end of five year development plans.

In this way, economic crisis and the introduction of the
Structural Adjustment Programme gradually made it dif-
ficult for the Zambian government to make five-year de-
velopment plans. Instead, under the strong influence of
World Bank and IMF, the government started to adopt the
Structural Adjustment Programme depending on the assis-
tance by major donor countries. The Kaunda UNIPAd-
ministration temporarily disobeyed the World Bank and
IMF and set up its own economic recovery plan, but with-
out financial assistance from World Bank/IMF and donor
countries this resulted in failure.

2. The MMD Administration and Development
Plans

In the 1990s, in accordance with the shift from the so-
cidist-oriented Kaunda UNIPAdministration to the MMD
Administration aiming to advance economic liberaliza-
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Table 2-1 Past development plans

Outline

Although economic growth raté] 10.6%[]could not reach the target figurél 11.7%L0] invest-
ment amounts exceeded the plan target by 16% and the plan was fairly successful.

During the period, the reduction of foreign exchange reserves due to thefirst oil crisis and
the slump of the international copper price, transportation problems due to the border block-
ade by Rhodesia, and other significant problems occurred successively. Economic growth
was only half the target, and Zambia's dream from the time of independence—diversifica-
tion of the economy and correction of adua economic structure—was not realized.

This plan should have started in 1977, but because the previous plan was not accomplished,
it started in January 1980 after athree-year delay. The copper price fell due to international
economic recession caused by the 2nd ail crisis, and the Zambian economy faced a serious
foreign exchange shortage. Real GDP average growth was 0.2%, and real GDP growth per

Due to the lack of success of the previous plan, Structural Adjustment Programme by the
IMF/World Bank was conducted between 1983 and 1985. Various liberalization policies
were carried out, including devaluation, interest rate liberalization, abolition of price con-
trols, and the abolition of subsidies for maize for financial reform. The removal of subsi-
dies accelerated inflation through the price increase of maize, which led to riots in the
Copperbelt, and discontent with economic policies became obvious. The Zambian govern-
ment decided to withdraw from the IMF plan in May 1987, and embarked on its own plan,
the New Economic Recovery Programme. The main aspects of this plan were the revival
of price controls to stabilize prices and the restriction of repayment of external debt to re-

Name of the Plan Period
Temporary Development | 1964-1966
Plan
1st National Develop- | 1966-1971
ment Plan
2nd National Develop- | 1972-1976
ment Plan
3rd National Develop- | 1980-1984
ment Plan
capitawas -3%.
New Economy Recovery | 1987-1988
Plan
duce the financial deficit.
4th National Develop- | 1989-1993
ment Plan
regional disparities.

Based on the New Economic Recovery Programme, the 4th National Development Plan was
enforced in 1989, suspended just before the election in 1991, and then stopped due to the
shift of political power. Aiming at economic independence, continuous growth and greater
socia equity, the plan sought structural adjustmentd privatization of national companies, abo-
lition of subsidies, improvement of investment environment and liberalization of exchangel]
localization of human resources and technology, eradication of poverty and correction of

Source: JICA internal documents.

tion, the five-year development plans were abandoned,
and the characteristics of development plans also changed.
However, such a change was not unique to Zambia, it
rather reflects the global trend: governments used to be
thought of as playing a central role in making develop-
ment plans and in providing economic management and
social services— whether or not they were socialist
states—but now the participation of citizens, private com-
panies and NGOg/civil society organizationsis given more
importance while limiting the role of governmental in the
field of development and economic management. On the
other hand, since the 1980s, especially in the 1990s, de-
velopment plans of Zambia have shown a strong influence
of World Bank/IMF and major donor countriesin terms of
the basic framework, strategies and financial sources of
development plans.

2-1 The early 1990s: Establishment of the MMD
Administration and Structural Adjustment

In comparison with the Kaunda UNIP Administration in

1980, which swung back and forth in adopting the Struc-

tural Adjustment Programmes, the MMD Administration

aggressively advanced economic liberalization policies
and promoted programmes for economic stability and
Structural Adjustment since 1991. In order to implement
the Structural Adjustment Programmes supported by IMF/
World Bank, the government issued a three-year Policy
Framework Paper and Public Investment Programme.
Instead of the five-year plans of the Kaunda-UNIP era,
athree-year economic recovery plan called the New Eco-
nomic Recovery Programme 1992-1994 was launched in
March 1992 by the Chiluba Administration, which tar-
geted at realizing fundamental economic reform. The tar-
get of the programme was to achieve economic growth of
2% in 1992, 3% in 1993 and 4% in 1994. The policy
aimed at macroeconomic stabilization through efficient
governmental disbursement, liberalization of the economy
and privatization of public sector. Unfortunately, severe
drought all over the Southern African regionin 1992 and
the consegquent emergency food imports expended sub-
stantial foreign currency reserves that would otherwise
have been used for industrial development. Thefall of the
international copper price and the decline of copper pro-
duction made the economic growth rate in 1992 aslow as
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Table 2-2 Current strategies and plans by sector

Sector Strategies & Policies Plans Content
Poverty | National Poverty National Poverty Macro policiesin favor of low-income earners, agricultural & ru-
Reduction Strategic ReductionAction Plan | ral development, provision of infrastructure, urban small enter-
Framework] 19980] [1 1999-20040 prises and informal sector, human resource devel opment, and co-
ordination/monitoring/eval uation of anti-poverty projects.
Agricul- ASIP 1st phase: Food security at the state and district level, maintenance and im-
ture 1996-1999(1 provement of agricultural producing infrastructure, creation of
revenue and employment by devel oping the domestic and foreign
market, contribution to self-sustaining industrial development and
contribution to the acquisition of foreign currency through agri-
culture.
Hedlth | Health Reform Policy National Health Fair cost-effective basic health services, establishment of a decen-
1 199201 Strategic Plan*] 3year | tralized administrative system with the district as a unit, improve-
strategies, revised ment of health service supply at the district level, and reinforce-
annuallyd ment of monitoring and evaluation.
Education | Educating our Future: BESSIPY] 1st phase: Provision of good basic education to al children, increase of
National Policy on 1999-200200 school enrollment rates and correction of gender and regional dis-
Educatiori] 199601 parities.
Roads | National Transport ROADSIPY{] 1998- Maintenance of 15,700 km of roads in good condition, regular in-
Policy 20020 spection of 6,500 km and repair of 1,500 km
Gender | National Gender Policy | Strategic Plan for the Alleviation of poverty burden on women, reinforcing resource ac-
Advancement of cess for women, correction of gender disparities for access to edu-
Women in Zambia cation/training, equal access to health services, equal opportunity
[1 1996-200100 SPAWD | to positions of power and decision-making, and promotion of
rights of girls.
Children National Plan of Action | Reduction of infant mortality/maternal mortality/total fertility rate,
for Childrerid NPACO | increase of primary school enrollment rate/adult literacy rate, care
[0 19940 for children under 5 years old, reduction of child malnutrition, fa-
cilitation of access to clean water, and support for street children/
orphang/disabled children.
Youth National Programme of | Skill training to 17,000 young people between 15 and 25 yearsold
Action for Youth until 2002, and establishment of the Youth Development Fund.
Environ- | National Environment | Environment Support In the first phase, reinforcement of the system and regulatory
ment Action Plari] 19940 Programme] 1% Phase: | framework of environment protection and natural resource man-
1997-200100 agement, and conduct of community environment control
projects.
Forestry Zambia Forestry Action | Prevention of deforestation and land deterioration, review of for-
Plari] 19970 est resource control policy and administrative system, establish-
ment of forest resource control technology, cooperation with
NGOs and other organizations, and efficient use of wood fuel.
Water National Water Strategy Urban and rural water supply, river basin management, irrigation,
and water pollution control.
Tourism | Medium-term Tourism Promotion of the private sector in tourism, and establishment of
Development Strategy an economically, environmentally sustainable tourism sector.
19970

*Sector Investment Programme

Source: prepared from internal documents of the Government of Zambia.

-2.5%. At the end of thisyear, the first priority issue for
the government became the control of inflation, and in
1993 various measures were taken including the introduc-
tion of a cash-budget system for fiscal management and
deficit cuts, the reduction of loans and the postponement
of the payment of matured government bonds. By these
measures, the inflation rate was reduced in the latter half
of 1993, and continued decreasing in 1994.

The Structural Adjustment Programme aims to correct
economic imbalance as well asto |ead growth within 2 or
3 years, and this programme cannot be seen as a mid- or
long-term development plan. The Programme depends

largely on the financial support from World Bank/IMF and
major donor countries, and financing is often discontinued
according to the insufficient fulfillment of the collateral
conditionality. In the era of the Kaunda-UNIP govern-
ment, the Programme was interrupted by the disagreement
in the view toward economic management between the
Zambian government and donors. Therefore, the period
from the late 1980s to the early 1990sis said to be the era
without development plans.



3. Development Plans after the Mid-1990s

In the middle of the 1990s, that is, in the second term
of the ChilubaMMD Administration, the direction of de-
velopment and economic management by the Zambian
government with liberalization of economy as a keynote
was gradually taking root in Zambia. Under the Structural
Adjustment Programme, the economic stability had been
achieved, and the privatization of public enterprises and
the liberalization of trade and distribution had been pro-
moted. On the other hand, however, economic growth
was not yet under way, after the chronic stalling of the
economy from the late 1970s, the reduction of public ser-
vices dueto fiscal crisis, the deterioration of infrastructure,
and increasing unemployment caused by the Structural
Adjustment Programme. Asaresult, socia indexes such
as education, public health and nutrition deteriorated, pov-
erty became serious, and poverty reduction measures and
social development became urgent issues.

In the global trend of development, the era of empha-
sizing Structural Adjustment and market economiesin the
1980s was over, and the role of the state was again given
focus in the 1990s, though with some limitations. Since
poverty gained more attention as a priority issue for de-
velopment, social development, human devel opment and
participatory development were also spotlighted. Interms
of development assistance, emphasis had been laid on aid
coordination among donors, with partnership and own-
ership of recipient countries.

With these internal and external changes, development
plans in Zambia are departing from the single guiding
principle of “structural adjustment” in short-term plans
aiming at the stabilization and liberalization of the
economy as seen in early 1990s. That is, since the middle
of the 1990s, there has been a clear demand for a wider,
longer vision toward devel opment-related issuesincluding
poverty, social development and human devel opment.
The ownership of Zambia and the participation of stake-
holdersin the planning and implementing processes have
also been given more attention. Plans concerning de-
velopment are now formulated in accordance with these
changes.

3-1 Sector Investment Programmes

One of the major changes in terms of development
plans after the mid-1990s is the introduction of Sector In-
vestment Programme$] SIPs[] SIPswere introduced asa
measure to reduce the burden for recipient countries
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caused by the different aid procedures of donor countries.
It also aimed at enhancing ownership and commitment on
the recipient side.

The major principles of the Sector Investment

Programme are as follows:

* it must cover all sector expenditures, both current and
capital;

« a SIP has to be based on a clear sector strategy and
policy framework;

« local stakeholders, meaning government, direct ben-
eficiaries, and private sector representatives have to be
fully in charge;

« al main donors must sign on to the approach and par-
ticipate in its financing;

« implementation arrangements should to the extent
possible be common to all financiers;

« local capacity, rather than long term technical as-
sistance, should be relied upon as much as possible,
for the project.

A typical characteristic of such SIPs is the “basket
fund.” However, the evaluation of the programme has not
yet been established, and not all the donors support them.
Thisis because the Programme has practical problemsin
securing transparency and in its required standard of man-
agement capacity of the ministriesin charge.

The following four SIPs are currently in operation in
Zambia:

10 the Agricultural Sector Investment Programme

O ASIP the 1st phasé] 1996-990%
20 the Basic Education Sub-Sector Investment
Programmé] BESSIP] the 1st phasé] 1999-2002[1
and the 2nd phasé] 2002-050}
30 the National Health Strategic Plan; and,
40 the Road Sector Investment Programmeé] 1998 -
200201

3-1-1 Agricultural Sector Investment Programme

The preparation of the Agricultural Sector Investment
Programme] ASIPOstarted in October 1992. Under the
initiative of the Zambian government, a task force consist-
ing of NGOs, commercial farmers and university profes-
sionals discussed the content of the programme. Before
the introduction of ASIP, Zambia had had about 180 ag-
ricultural projects provided by donor countries—far be-
yond the coordinating capacity of the Ministry of Finance
and the Ministry of Agriculture.

ASIP hasfive main objectives:



10 toensurefood security at the levels of the state and
districts,

to maintain and improve agricultural production in-
frastructure,

to expand the domestic and external market and to

20

30
create revenue and employment,

to contribute to sustainable industrial development,
and

40
50 to contribute to the acquisition of foreign currency
through agriculture.

To achieve these objectives, it is necessary to reorganize
the Ministry of Agriculture, Food and Fisheries and to pro-
mote the decentralization of the government. However,
the reorganization of the ministry has not been completed
because of the lack of understanding toward ASIP due to
delays in staff training and anxiety about dismissal
through reorganization. Consequently, the programme has
not shown the anticipated results so far.

3-1-2 Basic Education Sub-Sector Investment
Programme

The Basic Education Sub-Sector Investment
Programmeé] BESS| PUis based on a National Education
Policy called “ Educating our Future” published in 1996.
It aims to provide a high-quality basic education to all
children, with the objectives of higher school enrollment
rates and equal educational opportunity] reduction of gen-
der and regional disparitiest] In order to achieve these
objectives, the programme included construction and im-
provement of school facilities, provision of one textbook
on major subjects for two children at least, improvement
of health and nutrition conditions of students, establish-
ment of a scholarship for low-income families, and the
foundation of district education boards.

In 1999, the government raised educational expenditure
to 20% of the national budget and will increase the pro-
portion of the education budget spent on primary
education from 47% in 1997 to 60% in 2001. Thiswill
be achieved by reducing costs in university education,
which accounted for 18% of the educational budget.

3-1-3 Road Sector Investment Programme

The Road Sector Investment Programmeé] ROADSIPO
launched in January 1998 has a five-year operational pe-
riod from 1998 to 2002. ROADSIP aims to support eco-
nomic growth and diversification through proper in-
vestment in road infrastructure and the establishment of a
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sustainabl e finance and management system for the de-
velopment of the road network. Specifically, it aimsto
develop the major road network to 33,500km, to maintain
at least 50% of roadsin good condition, and to reduce the
roadsin poor condition to less than 10%.

The National Road Board is responsible for planning
and coordination, while the Ministry of Public Worksis
responsible for the implementation of the ROADSIP.

3-1-4 National Health Strategic Plan

As a part of administrative reform, the public health
sector has been undergoing reform since around 1992. A
three-year strategic plan called the National Health Stra-
tegic Plari] NHSPOwas launched in that year, and has
been revised every year.

NHSP aims to provide cost-effective and high quality
basic health services fairly and impartially. To achieve
this aim, the plan includes:

10 developing an effective, efficient system of supply,
storage, distribution and regulation of medicine,
establishing a decentralized administrative system
with the district as a unit,
establishing health service supply capacity at the
district level,
increasing budget distributions to districts
improving the information dissemination system
devel oping human resources

20

30

40
50
60
70 increasing the participation of local authoritiesin

health services

3-2 National Poverty Reduction Action Plan
(1999-2004)

Another change in development plans after the mid-
1990sis afocus on poverty in planning.

The Kaunda-UNIP Administration made the Socia Ac-
tion Programmé] 1990-93[to tackle with the social influ-
ence brought by the Structural Adjustment Programme.
However, in this programme, poverty reduction measures
and social development only served as a complementary
role to aleviate the negative effects of structura adjust-
ment.

Giving more stress on poverty issues, the Zambian gov-
ernment set the objective to reduce the population below
the poverty line from 70% down to 50% during the period
between 1999 and 2004. To achieve this objective, the
National Poverty Reduction Strategic Framework

0 NPRSFOwas launched in May 1998. The concluding
section of the NPRSF stated: “The Zambian government



sets poverty reduction asiits first priority in its objective
of sustainable development.” A report on government
policies presented by the Zambian government in the Con-
sultative Group Meeting in May 19991 “Zambia; Eco-
nomic Growth with Equity” Odefined NPRSF as a com-
prehensive plan generalizing sector investment plans and
other poverty reduction efforts.

NPRSF listed the following as five poverty reduction
strategies:

10 achieving broad-based economic growth through

agriculture and rural development;

20 providing public physical infrastructure;

30 increasing productivity of the urban micro enter-
prises and informal sector

40 developing human resources; and,

50 coordinating, monitoring, and evaluating poverty
reduction programmes and activities.

In December 1998, based on NPRSF, the Nationa Pov-
erty Reduction Action Plan 1999-2004 was established as
afive-year cycle plan. The principle goals of the plan are
to:

10 to reduce poverty which is currently estimated at

70 per cent coverage of the population of Zambia
to 50 per cent by the year 2004;

20 to enhance the coordination of all poverty re-
duction programmes in Zambia that are carried out
by the Government, non-governmental organiza-
tiong§] NGOs[] and the private sector; and

30 to monitor and evaluate the impact of these
programmes.

The action plan emphasized the importance of self-help
efforts of the poor, and noted support for such efforts.

4. Challenges Confronting Development Plans

4-1 Necessity of a comprehensive development
plan

It isnow clear that it is unrealistic to compile general
development plans on the assumption that the government
should] or canplan and implement ‘all’ aspects. The
role of government in development must be limited, and
the independence and initiative of private companies,
NGOs and local communities should be emphasized.
Nevertheless, an integrated, comprehensive plan is still
needed in the sense that the government should coordinate
and integrate the plans and programmes conducted by
each ministry or department. The role of government is
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not to do all, but to identify the development needs and to
show which part of the government is to take charge of
through devel opment plans.

4-2 The necessity of coordination between sec-
tors, and the necessity of cross-sector de-
velopment plans

Even if comprehensive development plans are not
needed, coordination of plans between sectors or minis-
triesis necessary. Even though coordination within the
sector isincluded in Sector Investment Plans, it is antici-
pated that cross-sectoral coordination is weak, and such
avertical administrative structure may cause harmful ef-
fects. Itismore difficult to deal with cross-sectoral issues,
such as the environment, gender, poverty without coordi-
natiorl] though former five-year development plans and
the National Committee for Development Plans did not
always functioned as suchll Moreover, in the planning
and implementation of development, no coordination will
bring the disparity between sectors with a Sector In-
vestment Plan and those without.

Among such cross-sectoral issues, the government for-
mulated a five-year National Poverty Reduction Action
Plan, which covers all the poverty reduction measures and
programmesincluding Sector Investment Programmes. In
this Plan, the Ministry of Community Development and
Social Servicesisin charge of coordination, monitoring
and evaluation of all the poverty reduction measures in-
cluding programmes by the private sector and NGOs. The
degree of realization of the Action Plan, however, and the
ability of the ministry to coordinate and evaluate are not
clear at this point of time.

5. Challenges Confronting Japanese Official
Development Assistance

As mentioned above, the characteristics, significance
and modality of development plans in Zambia have
changed markedly since the 1980s. Under such circum-
stances, Japan has to make clear its view and stance on the
role of development plansin Zambia, on the coordination
between assistance and Zambia's own development plans,
and on the possibility of assistance in the planning and
implementing process of the development plans.

It isalso necessary for Japan to determine its attitude to-
ward donor coordination through development plans, to-
ward assurance of ownership of Zambia and toward active
participation of stakeholders on the Zambian side. In



other words, Japan must determine its evaluation of SIP
and policy for the participation or involvement in SIP.
Japan appears to have no objection to the basic ideas of as-
sistance cooperation, assurance of ownership and partici-
pation of stakeholders that are the fundamentals of SIPs.
Furthermore, Japan needs to look carefully at the effec-
tiveness of the SIPs for the realization of their objectives
and to which extent Japan can support them with the
present Japanese assistance system. If Japan decides to
provide assistance apart from the SIPs, the following
points must be made clear:

* How can Japan coordinate Zambian devel opment
plans and Japanese assi stance?

* How can Japan extend aid coordination?

* How can Japan make a system to promote and assure
ownership on the Zambia side?

* How can Japan promote and assure the participation
of stakeholders such as the private sector and NGOs
in the planning and implementation of the projects
supported by Japan?
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Chapter 3. Politics and Administration

1. Political Democratization

1-1 The Chiluba Administration and Democrati-
zation

When Zambia became independent in October 1964,
Kenneth Kaunda, |eader of the United National In-
dependence Party] UNIPL] was elected as the nation’s
first president. In December 1972, the constitution that
provided a one-party system dominated by UNIP was
published and all opposition parties were consequently
banned. During the 1980s, the economic depression
prompted the Zambian government to ask the IMF for a
bailout. In line with the prescriptions set by the IMF,
Zambia undertook austerity measures, such as cutting
maize subsidies, resulting in chaos in the nation. The
chaos prompted the Kaunda Administration to revert to
their subsidy-oriented policy. The administration also
criticized the IMF and eventually severed relations with
the international institution. Then the administration
worked out economic recovery programmes on its own
initiative, but the programme ended in failure. After win-
ning the 1988 presidential election, the Kaunda Ad-
ministration devalued the Kwacha, the nation’s currency,
abolished the price control system, and cut maize sub-
sidies. Although insurgencies and strikes ensued, the IMF
and other donors resumed assistance in 1990.

With the mounting public pressure for democratization,
Kaunda, in May 1990, promised a shift from the one-party
system to a multi-party system. The ban on forming an
opposition party was removed in December 1990, labor
unions and other groups opposing the UNIP formed the
Movement for Multi-Party Democracydd MMD[
Frederick Chiluba, who had led alabor union movement
opposing one-party rule by the Kaunda Administration,
became leader of the MMD. Chilubawasted no timein
gaining public support. In the multiparty elections of Oc-
tober 1991, following the enactment of the new con-
stitution in August 1991, Chiluba was el ected president of
Zambia, winning 76% of the vote. The MMD gained 125
of the 150 seats of the National Assembly. Although the
voter turnout was low, the international election monitors
declared the elections free and fair. Because the transition
of power was carried out through elections and with little
confusion, Zambia was called a “model of democratiza-
tion.”

Masahisa KAWABATA Ryukoku University[

The reputation of Zambia as a model of democratiza-
tion, however, was eventually tarnished. In 1992, the
Chiluba Administration began to be tainted by graft,
prompting some MMD members to defect the party. The
administration became notorious for being riddled with
graft and corruption. In December 1993, donors ex-
pressed serious concern over aseries of graft casesinvolv-
ing many incumbent ministers. The Administration re-
shuffled the cabinet in January 1994. The administration
also distanced itself from labor unions, which were its
main constituency. Moreover, the administration accepted
the Structural Adjustment Programmes by the World Bank
and the IMF, cut subsidies for public corporations, worked
to privatize or at least streamline public corporations, and
began to back out of market and monetary intervention.

Kaunda resigned as head of UNIP in September 1992,
but he made a political comeback in October 1994. In
June 1995, Kaunda was reelected as head of UNIP, and he
announced his candidacy for president in July the same
year.

The MMD tried to block Kaunda from running. To this
end, the ruling party presented a bill to revise the consti-
tution to parliament in January 1996, inviting backlash
from opposition parties. The MMD rammed the bill
through parliament in May 1996. The revised constitution
had two provisions that effectively disqualified Kaunda
from running for president. One provision limits a
president to two terms] five years per term] The other
provision allows only citizens whose parents must be
Zambian to run for president. The constitutional revision
heightened the tensions between the ruling and opposition
parties.

In November 1996, Chiluba scored an overwhelming
victory in the presidential race. The MMD won 131 out
of the 150 seats contested, because major opposition par-
ties boycotted the elections in protest against the MMD
over the new provisions of the congtitution and irregulari-
ties concerning poll books. Kaunda said the elections
were invalid and called on donors to impose economic
sanctions on Zambia. NGOs monitoring the elections said
the elections were not free and fair.

In August 1997, Kaunda was shot and injured by police
officers. On October 28, 1997, a group of army officers
calling themselves the National Redemption Council at-
tempted a coup. They stormed the state broadcasting cen-



ter and claimed to have overthrown President Frederick
Chiluba, but the coup was quelled by government troops.
Thisis so-called “the coup attempt.” Then the govern-
ment declared a state of emergency—which waslifted on
March 17, 1998. In December 1997, the government ar-
rested Kaunda and Dean Mung’ omba, head of the small
Zambia Demaocratic Congress party, on suspicion of con-
spiring with the army officers to stage the coup. The
United States, Britain and some other countries criticized
the Chiluba Administration, saying that the detention
lacked legal grounds. In January 1998, the ChilubaAd-
ministration formally indicted Kaunda. A few months
|ater, the administration removed him from security im-
prisonment and placed him under house arrest without any
explanation. The administration also indicted 82 soldiers
alleged to have been involved in the coup. In June 1998,
Kaunda was released from house arrest. The former presi-
dent expressed hisintention to retire from political life—
aremark he later withdrew.

The major political parties in Zambia consists of the
Movement for Multi-Party Democracyll MMD[] the
United National Independence Party'] UNIPL] the United
Party for National Development] UPND[] and the Zam-
bia Alliance for Progresé] ZAPLC In the 1996 presiden-
tial election. the MMD took primary position of the vote,
followed by the Zambia Democratic Congres§] ZDCland
the National Party’] NP since the UNIP boycotted the
election. In the National Assembly election, the MMD
also topped the list, followed by the ZDC and the NP. In
thelocal eectionsin December 1998, the MMD took 71%
of the vote, UNIP 19%, and the UPND 2%. No opposi-
tion parties boycotted, but the voter turnout was low.
Some electoral districts postponed the election until June
1999 due to heavy rain on the election day. In the June
1999 election, the MMD took 21 seats, UNIP three seats,
UPND two seats and other parties one seat. In the by-
elections held during 1999, the MM D secured five seats,
the UPND four seats and the ZAP two seats. Yet the
UNIP and the UPND achieved good resultsin the by-elec-
tions held in December 1999 and January 2000. In recent
years, the strength of the MMD has slumped, the UPND
and the ZAP are making strides, and UNIP is on track to-
wards recovery.

The MMD, though hastily formed, won the 1991 elec-
tions amid mounting criticism against Kaunda. After the
elections, business leaders joined the party, making the
neo-liberals more powerful than the unionists within the
party. Bemba people from the Copperbelt and the north-
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eastern part of the country took most of the major portfo-
lios of the ChilubaAdministration. Now the MMD hasan
overwhelming majority in the parliament. The party says
it iscommitted to the modernization and democratization.
Opposition parties say the MMD is authoritarian and un-
democratic.

After the defeat in the 1991 elections, UNIP became the
largest opposition party. Kaunda's leadership declined
and the intraparty struggle intensified. Now the party is
mostly divided between pro-Kaunda and anti-Kaunda fac-
tions. Thereis criticism within the party against the au-
thoritarian politics and failed economic policies under the
UNIP rule during the 1980s. UNIP has also yet to come
up with new policies that can challenge the MMD.

The UPND was formed just before the local electionin
December 1998. The party made great strides to the po-
sition of the third largest party after taking 28 seats. The
party leader, Anderson Mazoka, was the Managing Di-
rector of the Central African Division of the Anglo-
American Corporation. The UPND makes its stance clear
to its supporters: the party is not content with UNIP and
is opposed to the Chiluba Administration. The UPND
succeeded in absorbing defectors from other parties but
failed to form an alliance of opposition parties.

The ZambiaAlliance for Progres§] ZAPOwas formed
in May 1999. The ZAP comprises the ZDC, the Agenda
for Zambidl AZL] the Nationa Citizen’s Codlitiorid NCCO
, the Labour Party, the LIMA Party and the National Party

O NPO The ZAP saysit will field a candidate in the 2001
presidential election as one party.

The other palitical partiesin Zambia, totaling more than
30, includes the Zambia Democratic Party] ZDPOand the
Liberal Progressive Front] LPFC

NGOs are drawing attention as players in the process of
democratization and civil society building in Zambia. In
the mid-1990s, NGOs gained momentum for the de-
mocratization and formulation of civil society in Zambia.
In March 1996, 27 NGOs held a citizens' meeting and
adopted the citizens' charter called the “ Citizens' Green
Paper.” In defiance of the charter, the government estab-
lished the new constitution. NGOs including the Inter-
African Network for Human Rightd] AFRONET[] the
Zambia Independent Monitoring Teanid ZIMTO Hope of
Africa, the Foundation for Democratic Proces§] FDPOare
activein such fields as human rights, democratization, is-
sues of minorities, the election system, citizenship
education and social awareness. Some NGOsin Zambia
are supported by their counterparts in the United States
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and Europe.

The relationship between NGOs and the Chiluba Ad-
ministration became tense. In October 1999, President
Chiluba criticized some NGOs, saying that they chal-
lenged the government with their financial support from
other countries. The FDP refuted the argument, saying
that they were committed to democratization, not criticism
of the government. The AFRONET said they were de-
nouncing the government because it was doing wrong.

Now the focusis on the general elections scheduled for
2001. Under the constitution, which limits the tenure of
the presidency to two terms, Chiluba and Kaunda are not
entitled to run. The president Chiluba expressed hisin-
tention not to run in the 2001 presidential election in July
1998, but he is rumored to be aiming for athird term. As
if to confirm the rumor, Chilubais blocking moves within
the MMD to select his successor. Thereis an intraparty
group that supports Chiluba’s third term. Another group
opposed to his third term says Chiluba's reel ection would
go against the constitution and give opposition parties a
perfect pretext to criticize the government. The group
cites Environment and Natural Resources Minister Ben
Mwila as a possible presidential candidate, no one can
predict the future outcome.

Also at issueiswhat action Kaundaand UNIP will take.
After being defeated in the 1991 election, Kaundaretired
from the political arena. 1n 1995, the former president
made a political comeback. He was taken into custody on
suspicion of conspiring with army officers to stage a coup
attempt in October 1997. In March 1998, Kaunda was
released on condition that he would retire from the politi-
cal world. Later, he retracted his earlier announcement
that he would retire from politics. In March 1999, the
Ndola High Court handed down a ruling that rendered
Kaunda stateless. Kaunda appealed to the Supreme Court.
In May 1999, Kaunda expressed his intention to run in the
2001 presidential election. In response, the ChilubaAd-
ministration said in June 1999 that Kaunda was disquali-
fied to run because he was not a Zambian national. In
October 1999, Kaunda declared that he would defy the
constitution, run for president, and defeat Chiluba. But
the UNIP Secretary-General Gray Zulu and other officials
in the anti-Kaunda faction said that UNIP must field an
alternative candidate to challenge the MMD. They even
said that Kaunda should retire from practical politics. The
situation surrounding UNIP is unclear now that the party

1 Government of Zambidl 19991

is divided between the pro-Kaunda faction and an anti-
Kaunda faction. The extraordinary party convention
slated for December 1999 was rescheduled for January
2000. But the convention was not held in January 2000.
The UNIP chairman Malimba Masheke declared his can-
didacy for the post of the next UNIP chairman, who will
run in the 2001 presidential election. Yet UNIP has dif-
ficulty deciding whether the party as awhole would push
for Masheke. With the backing of Ken Kaira of the pro-
Kaunda faction, Kaunda started his presidential election
campaign in January 2000. The opposing factions have
yet to find a compromise. UNIP has announced that it
will hold afourth extraordinary party conventionin April
2000.

Another focus of attention is whether an opposition
party alliance will be formed. In December 1999, the
Labour Party invited the UPND to join an opposition party
aliance. The prospect for a coalition is not necessarily
bright. The UPND and ZAP, while increasing their
criticism towards the MMD, are apparently hostile to-
wards each other. That is benefiting the MMD.

1-2 “Governance Report” and democratization

The Zambian government in April 1999 drew up the so-
called the “ Governance Report’d Government of the Re-
public of Zambia, Governance: National Capacity Build-
ing Programme for Good Governance in Zambia, 12 April
19991, Thisimportant document for the democratization
of Zambia comprises the following partsi] Chapter 101
Overview of Governancein Zambiall Chapter 2[0Human
Rights in Zambia{J Chapter 300Democracy{]1 Chapter 400
Accountability and Transparency{] Chapter STJEconomic
Considerations{] Chapter 6[]Capacity Building for Good
Governanced Chapter 70Main Findings and Actions to
be Taken{J Appendix 10Matrices] Appendix 200Short,
Medium, and Long Term Programme for Institutional Ca-
pacity Building for Governance Ingtitutions and Support-
ive Bodies.

The Zambian government came up with the report as
donors called for areport asserting “good governance” as
aid conditionality. Here are the developments leading up
to the submission of the report.

Donors decided that the revised constitution and the
1996 elections ran counter to the democratization process,
although the Chiluba Administration called both the con-
stitution and the elections valid. Citing the undemocratic



measures the Zambian government took in the general
elections, major donors such as Norway, the United States,
Britain and the EU froze assistance designed to help rec-
tify the balance of paymentsin June 1996. Japan followed
suit. The IMF suspended the Enhanced Structural Adjust-
ment Facility ] ESAFOloans. In February 1997, the IMF
started to extend ESAF loans, and other donors resumed
assistance in July 1997. After the government issued a
state of emergency in connection with the coup attempt in
October 1997, donors froze assistance designed to help
rectify the balance of payments again.

When the state of emergency was lifted in March 1998,
donors pledged 530 million dollarsin aid on condition that
Zambia privatize the Zambia Consolidated Copper Mines

0 ZCCMO The United Nations Devel opment Programme

O UNDPOannounced its “ Capacity Building for Good
Governance in Zambia: UNDP Support Programme” in
May 1998. The meeting of the Consultative Groupg] CGO
in May 1998 focused on the governance issue. At the
meeting in Paris, the Zambian government submitted a
report on the issue. International NGOs on human rights
including Human Rights Watch and Amnesty International
voiced their dissatisfaction. These international NGOs
criticized the government for such administrative abuses
as extra-judicial shooting and torture, recruitment of
MMD supporters as police officers, and harassment to-
wards journalists and opposition paoliticians by the govern-
ment. The government was forced to ban on torture and
reform of the government security forces. With human
rights and corruption high on the agenda, donors de-
manded that the Zambian government come up with a
policy on good governance. The Zambian government
had no choice but to promise to draw up areport on gov-
ernance.

The World Bank and the Zambian government released
a policy document on governance in March 1999. The
next month, the Zambian government completed and re-
leased the “ Governance Report”.

The Zambian government submitted the “ Governance
Report” to the CG meeting held from May 26 to 28, 1999.
At the meeting, donors gave high marks for the report.
Zambian Finance Minister Edith Nawakwi, for his part,
disregarded reports submitted by NGOs on human rights
and criticized donors that supported the NGOs. Legal
Affairs Minister Vincent Malambo played down
Nawakwi’s remarks, saying the remarks did not represent
the Zambian government. The Zambian government re-
quested 660 million dollarsin assistance. Donors pledged
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atotal of 630 million dollars in development assistance
and assistance for the balance of payments on condition
that Zambiaimprove governance and carry out economic
reforms.O For its part, the IMF planned to provide 350
million dollars in ESAF loans over three years.] Under
the assistance programme, some 390 million dollars
would go to development projects and the remaining 240
million dollars would be used to redress the balance of
payments. Donors implied that additional assistance
would be possible if they saw substantial progressin
privatizing public corporations.

Prior to the meeting, International NGOs such as Hu-
man Rights Watch and Zambian NGOs like the ZIMT had
distributed documents on human rights. They demanded
that donors consider a better human rights record as a pre-
condition for resuming assistance. The CG agreed to hold
a quarterly meeting to monitor the Zambian government
in implementing the plans laid down in the “ Governance
Report”.

President Chiluba wanted to show donors that the gov-
ernment took the issue of governance seriously. In June
1999, Chiluba put Home Affairs Minister Katele Kalumba
in place of Finance Minister Edith Nawakwi, who had
continued to criticize NGOs advocating human rights even
after his return home from the CG meeting. Nawakwi
became labor minister.

Evaluation of the contents and the characteristics of the
“Governance Report” is complicated. The Zambian gov-
ernment says the report will help improve governancein
Zambia. Yet the report, prepared with the guidance of
donors, was designed to please them, although it is good
in content. Most Zambian people do not know of the ex-
istence of the report, let alone its contents. In preparing
the report, the government did not listen to what NGOs
and citizens had to say. So citizens could not be involved
in the process. Many NGOs including the Inter-African
Network for Human Right$] AFRONET Orefused to sign
on to thereport. They said they were not consulted on the
report. They also pointed out that the process of prepar-
ing the report was not transparent. Only the Zambia Re-
construction Organisatiorl] ZAMROUOsigned the “ Gov-
ernance Report”.

Some NGOs praised the CG meeting for making
Zambia's human rights record and good governance pre-
conditions for resuming assistance, although they ques-
tioned the commitment of the Zambian government to
these issues. To put the governance principles into prac-
tice, the government set up the anti-corruption commis-

13



Report of the Study Committee on Japan’s Official Development Assistance to Southern African Countries
Volume IV. Repblic of Zambia<Main Chapters>

14

sion, the permanent human rights commission, and the
independent election monitoring commission. The ques-
tion is whether these commissions will serve their pur-
poses. At least for the next two years, the Zambian gov-
ernment is required to prove to donors that political free-
dom and transparency are assured. For their part, donors
will monitor the situation every three months. Analysts
say that even if the Zambian government has not made
substantial progress in improving the human rights situa-
tion and governance, donors are ready to extend assistance
once stability in the nation is secured. Thisis because
donors put regional stability first. Although Zambiais
relatively stable, its neighbors are not.

1-3 Problems in democratization

Zambiawas once called a“model of democratization”
because it achieved a peaceful transition of power from
Kaundato Chiluba through the 1991 elections. But the
democratization process will not be smooth. The path to
a democratic government and civil society that supports
such a government will be thorny.

Zambiais arepublic based on the principle of separa-
tion of powers. Yet the power of the president is enor-
mous with its five-year tenure. The bill to revise the con-
stitution was rammed through parliament in 1996 despite
resistance from opposition parties, groups of human rights
activists, labor unions, churches, independent broadcast
stations and newspapers, associations of law practitioners,
foreign countries and international organizations. While
the 1973 constitution was favorable to UNIP, the 1996
constitution favors the MMD. The 1996 constitution
stipulates that the president may dismiss Supreme Court
judges for “wrongdoing.” In March 1999, a high court
ruled Kaunda stateless to prove the judicia independence
is being jeopardized. President Chiluba calls himself a
firm believer in democracy. He even published a book
called, “Democracy: the challenge of change™ a sum-
mary of hisdoctoral dissertation(lin 1995. But intraparty
democracy is questionable. The MMD members who
criticized Chiluba were expelled from the party.

Graft and corruption are conspicuous among ministers
and government officials under the Chiluba Administra-
tion. Half the portfolios resigned in connection with graft
and corruption, although an intraparty power struggle also
played apart. In 1993, Home Affairs Minister Sata, Pub-
lic Works Minister Chibwe, Agriculture Minister Guy
Scott, Commerce, Trade and Industry Minister Penza
made profits by bid rigging in connection with the Zam-

bia National Tender Board. In 1994, Foreign Minister
Mwanga, Community Development Minister Nakatindi
Wina and Deputy Speaker of the National Assembly
Sikota Winaresigned in connection with drug trafficking.
In 1995, Legal Affairs Minister Remmy Mushota em-
bezzled political funds. In 1997, the vice-president of
Zambia University resigned after embezzling funds from
the university. In the same year, senior officials of the
Small and Medium Enterprise Devel opment Agency ac-
cepted slush funds. In 1998, Ben Kapita, head of the op-
position LIMA Party criticized President Chiluba for us-
ing slush funds. And the list goes on. With most minis-
ters also serving as corporate managers, graft and corrup-
tion are rampant. An integrated approach is needed to
combat these graft and corruption.

What Zambia needs is the rule of law, established fair
legal procedures, prevention of abuses of power and fair
trials. For example, the government is exerting pressure
on some active anti-government NGOs by threatening to
retract their status as NGOs. Two suspects died whilein
custody before the December 1999 conclusion of atrial in
which soldiers involved in the 1997 coup attempt were
charged with treason.

Public apathy towards elections and politics in general
isalso amajor problem. The voter turnout was 51% in the
1991 elections and it has been declining since then.

There are various reasons for the extremely low voter
turnout. For example, the procedure for the registration of
votersistroublesome. The distribution of the election reg-
istration cardsis also often delayed. The voting hours are
short, 6:00 am. to 6:00 p.m. in asingle day. The polling
stations are too far away for many Zambians. The voting
dlips are often unreliable.

To raise the voter turnout, some NGOs teamed up and
formed the Network for Civic Education and Election
Monitoringd NECEEM Oin June 1999. The NECEEM
launched a campaign to raise political awareness among
the public. The campaign’s objectives were to revise the
election law and to improve the election system.

Freedom of association and assembly isvita to democ-
racy and civil society and Article 20 of the constitution
guarantees such freedom.

In reality, however, freedom of association and assem-
bly often seem to be denied. Police sometimes do not al-
low peoplein opposition parties to hold open-air meetings
or stage demonstrations, although the ruling MMD seems
to be free to do so. When students at Copperbelt Uni-
versity took to the streets in October 1999 in protest



against a two-week delay in meal allowances from the
government, police arrested 26 students. When about 500
teachers held a meeting to call for better working condi-
tions in the same month, police blocked the meeting us-
ing tear gas.

The Chiluba Administration is often under fire for per-
secuting leaders of opposition parties. Nevers Mumba
organized the National Christian’s Coalition in September
1997. When he applied to the government for registration
of the coalition as a political party, the application was
turned down. Mumba had to change the name of the
coalition from “National Christian’s Coalition” to “Na-
tional Citizen's Coalition” before his organization was
registered.

The Chiluba Administration seems to disregard the prin-
ciple of amulti-party system. It does not permit an op-
position party alliance to prevent the eventual formation
of astrong political party. When the ZambiaAlliance for
Progres$] ZAPL] an opposition party alliance, applied for
registration as a political party in June 1999, the gov-
ernment refused the gpplication. The government said that
the platform of the ZAP violated the constitution. The
government argued that the Zambian constitution pro-
hibited individuals from belonging to two or more po-
litical parties. The ZAP platform had stipulated that in-
dividuals may belong to both the ZAP and one of the par-
tiesthat formed the ZAP at the sametime. The ZAP had
no choice but to amend its platform for the registration.

Freedom of the press, freedom of expression, freedom
of religion, and human rights are at stake. The govern-
ment and the MMD generally control the major mediaand
limit people’s access to information. The government
once harassed the editorial staff and reporters of The Post,
an independent newspaper. The government even de-
tained journalists. Despite the freedom of religion guar-
anteed by the constitution, the government declared Zam-
biaa Christian state. An Islamic political party was denied
registration as a political party in 1998. Asfor the issue
of human rights, the Permanent Human Rights Com-
missiori] PHRCOheld a national convention in October
1999. At the convention, the PHRC adopted the national
action plan designed to ensure human rights and freedom.
The government approved this strategic plan. The ques-
tion is whether the government will implement the plan
and protect human rights in its administrative activities.

NGOs have an important role to play here. AFRONET,
which began its activities in 1994, conducts human rights
monitoring, makes recommendations to the government,
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and raises public awareness of human rights issues. Its
publications include the annual “Zambia Human Rights
Report,” and magazines such as “ Southern Africa Human
Rights Assessment” and “AFRONET File.”

Human rights violations by police and security authori-
ties are rampant. Torture by police is systematic and so
widespread that it is called an “epidemic.” Innocent
people are killed by such torture. Fair investigationsinto
these cases are never carried out. Police use the public
order law as an excuse for exerting pressure on citizens
who want to hold a gathering. NGOs at home and abroad
singled out the issue for criticism and the CG meeting in
May 1998 called on the Zambian government to deal with
human rights violations. Under pressure from donors, the
Zambian government ratified the convention against tor-
ture in August 1998.

Deteriorating public security is another concern. Asthe
neighboring countries are plagued by regional conflicts,
firearms are finding their way into Zambia. In this con-
text, Former Finance Minister Ronald Penza was shot
dead in late 1998.

At the center of the ethnic problemsin Zambia are the
Lozi people in the Western Provinceé] Barotseland[] The
British colonial government had approved their self-deter-
mination in the Barotseland Agreement. But thiswas de-
nied when Zambia became independent in 1964. A se-
cessionist movement then became active. In August 1998,
the Barotse Patriotic Fronf] BPFOdrew public attention
when it defied the government and circulated pamphlets
claiming Barotseland's self-determination.

In recent years, people are teking afresh look at the role
of traditional chiefsin local politics. The Zambia In-
dependent Monitoring Teand ZIMTO an NGO, held
workshops under the title of “traditional leadership and
democracy” between April and June 1997. The Agenda
for Zambidl AZOand the UPND support the autonomy of
the Lozi people. To show its support to them, UPND
President Anderson Mazoka met with Lozi King Litunga
Ilute Yetain late June 1999.

2. Administrative Reform

2-1 Challenges for administrative reform
Zambia's administrative function and efficiency are
insufficient. According to the Work Bank:
- The cost-effectiveness of the public services has been
declining over the past ten years.
- Employeesin the pubic service sector are not always
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skilled although their pay is relatively good.

- Competent employees are not put to good use due to
inappropriate human resources management.

- The public services do not meet social needs.

To rectify the situation, Zambia moved towards admin-
istrative reform with the help of donors. The government
worked on a capacity building programme for the public
sector. In May 1999, the Zambian government and donors
confirmed the National Capacity Building Programme

O NCBPO This comprehensive approach aims to promote
decentralization and strengthen public finances. The Zam-
bian government agreed with the IMF to reform the pub-
lic sector, including the spin-off of the Zambian Wildlife
Authority. The World Bank’s“ Country Assistance Strat-
egy 2000-2002" called for better governance. Strategic
Priority Il of the strategy focused on four areas: securing
transparency and reliability, public sector efficiency and
capacity building, local government capacity building, and
support for decentralization.

The Zambian government released a document con-
cerning its decentralization policy in 1998. This document
aims to improve local government finances and relocate
the functions of government employees as part of the de-
centralization process with maintaining the quality of pub-
lic services. Although decentralization including stronger
local governments is important, the policy framework for
decentralization is not yet completed. The World Bank
plans to support Zambiain this area. Specifically, the
bank is expected to support the Local Development Fund
to be established by combining the Social Recovery Fund

0O SRFOand the Rural Investment Fund] RIFO

2-2 Delay in the public service reform

The Zambian government launched a public service re-
formin 1992. As part of the reform, the government en-
acted the privatization law and established the
Privatization Agency in June 1992. Starting in 1993, the
World Bank and the IMF supported the reform, but their
support did not lead to significant results. This prompted
the World Bank and the IMF to work out a policy frame-
work paper for the structural adjustment programme for
1999-2001. Donors blamed the slow progress on the lack
of commitment of the Zambian government. In July 1997,
the Zambian government submitted a draft of the Public
Service Reform Programmeé] PSRPOto the CG meeting.
The draft aimed to reduce expenditures, trim public sec-
tor salaries, slash government employeed] from 139,000

in June 1997 to 80,000 by the end of 19990] introduce
new policies and improve performance management sys-
tems. In September 1997, the Zambian government for-
mally adopted the PSRP aimed at reducing employment in
the public sector, limiting public sector salaries, control-
ling the public payroll, and improving management.
However, the programme has not produced the expected
results. Between December 1997 and the end of 1998, the
Zambian government cut only 15,500 government em-
ployees. The government spent 80 billion Kwachain the
PSRP.

The plan to reduce government officialsis confronting
big obstacles. The World Bank started to support the
PSRPinApril 1998. A director general was appointed in
early 1998 to oversee the implementation of the
programme. In May 1998, the Zambian government sub-
mitted to the CG meeting a Progress Report on the Imple-
mentation of Zambia's PSRP. The Zambian government
planned to cut the number of government employees by
7,000 in 1999 at an estimated cost of 112 billion Kwachas.
This plan, however, was not accompanied by social safety
nets for, and retraining of, employees let go by the gov-
ernment. In May 1999, a cabinet official said the number
of government employees decreased from 139,000 to
111,000, well above the planned figure of 80,000. In Oc-
tober 1999, Deputy Minister of Finance Malambo said
that because core workers were excessively dismissed
under the PSRP, some ministries had trouble in perform-
ing their duties. Malambo also said the government
would review the PSRP, although it would cut the
workforce by an additional 7,000 as planned. The Zam-
bian government also plans to launch the Public Sector
Capacity Building Programmeé] PSCAPCIfor 2000-2012
in cooperation with the World Bank, the UNDP, the De-
partment for International Development of the UK, and
Irish Aid, the Irish Government’s Official Devel opment
Assistancé] ODAOProgramme. The objectives of the
programme are: |eadership capacity building, pubic sec-
tor capacity building, reduction of the government
workforce to an appropriate level, training of government
employees, increasing revenues, and improving payroll
systems.

3. Relationship with the surrounding countries
3-1 Southern Africa and Zambia

Zambia plays a delicate rolein regional economic co-
operation in Southern Africa. The nation isasignatory to



the Lome Convention, and also a member of both the

Southern African Development Community] SADCOand

the Common Market of Eastern and Southern Africa
0 COMESAO

Trade among SADC nationsis not so active except for
South Africa, with which Zambia has a trade imbal ance.
Zambiaisin charge of the mining sector in SADC, but it
does not seem to be performing its function fully in coor-
dinating various matters among member nations.

COMESA islosing its power to close ranks. SADC is
shifting its emphasis from project-based cooperation to
market integration and a common market. Because of
this, COMESA and SADC are now overlapping. South-
ern African nations that attach greater importance to
SADC are distancing themselves from COMESA.
Mozambique and Lesotho have already left COMESA.
South Africa and Botswana were not COMESA members
in the first place.

With the value of COMESA fading as aregiona orga-
nization, Zambiaisin a delicate position in Southern Af-
rica. Thisis because Zambia puts a high value on
COMESA. The nation hosts the secretariat of COMESA
and organizes COMESA mestings.

The Indian Ocean Rim Association of Regional Coop-
eratior] IOR-ARCOwas established in March 1997. Its
objectiveisto form a broad-based economic community.
Zambiais not a member of IOR-ARC, but it will not be
able to remain indifferent to the development of economic
exchanges between Africa and Asia across the Indian
Ocean. Recently, 14 countries belonging to COMESA,
SADC and/or IOR-ARC formed the Cross Boarder Initia-
tive aimed at lifting tariff barriers and liberalizing markets
for goods and capital. The 14 countries are Burundi,
Comoros, Kenya, Malawi, Madagascar, Mauritius,
Namibia, Rwanda, Seychelles, Swaziland, Uganda, Tan-
zania, Zimbabwe, and Zambia.

3-2 Relationship with neighboring countries
Zambia's peacemaking efforts in the civil war in the
Democratic Republic of Congo are attracting attention.
President Chiluba is serving as a neutral mediator in the
war that broke out in August 1998. The war divided the
SADC member nations into the pro-Kabila groug] Zim-
babwe, Angola and NamibiaJand the anti-Kabila group
O the rest of the member nationsC] Since Zimbabwe dis-
patched its troops to the Democratic Republic of Congo,
the SADC Organ, which isresponsible for the security in
Southern Africa, abandoned its peacekeeping efforts.
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Then Zambian President Frederick Chiluba, who took a
neutral stance, came to the rescue. Chiluba played alead-
ing role in peacemaking diplomacy. The Lusaka Summit
was held between June and July 1999, and atrucé] the so-
called “LusakaAgreement” Owas signed. Yet the coun-
tries hostile to the Kabila Administration showed reluc-
tance in signing the cease-fire document. It remainsto be
seen whether both the Kabila Administration and anti-
Kabila countries will continue their commitment to the
agreement. Donor countries, which put peace and stabil-
ity in Southern Africafirst, praise Chiluba'sinitiative in
the peace process. Skeptics say Chiluba used the Congo
civil war to his own advantage. They argue that he just
tried to appeal to the international community because he
has no opportunity to achieve success in national politics.

The relations between Zambia and Angola are strained
over the influx of refugees from Angola, arms smuggling
allegations, and a series of bombingsin Lusaka. Although
Zambia brought the Angola peace process to a successful
conclusion in 1994, relations turned sour in early 1999.
Angola criticized Zambia for allowing arms to be chan-
neled to UNITA rebels. Zambia refuted the criticism.
However, it is possible that some people in Zambia are
involved in arms smuggling on an individual basis. In
February 1999, a series of bombings rocked Lusaka.
American and German intelligence agencies say a secret
operation force of the Angola government was responsible
for the bomb blasts. In May 1999, intelligence officials
of Zambia and Angola had talks through the mediation of
Swaziland King Mswati. They agreed to continue defense
and security talks between the two countries. Currently
Angola’s criticism of Zambia is low-key now that the
Angolan government is busy coping with domestic prob-
lems rather than regional problems. At the end of 1999,
theinternal conflict in Angolaintensified, prompting more
refugees to cross the Angola-Zambia border.

Relations with Namibia remain unsettled over theissue
of the self-determination of the Lozi people. Skirmishes
involving Lozis have been reported along the Zambia-
Namibia border in recent years. InApril 1999, the gov-
ernments of both countries criticized the secessionist
movement by Lozis. Zambia and Namibia also agreed to
work together to contain secessionist activities. Some
Lozisin Caprivi Strip, Namibia, are asserting their inde-
pendence. Under pressure from the Angola government,
they have fled to Botswana and Zambia. Right after the
talks between UPND President Anderson Mazoka and
Lozi King Litunga Ilute Yeta in June 1999, police in
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Mongu transferred Lozis from Namibia they had kept in
custody to Lusaka, for fear of their connection with Lozis
in Zambia. In early August 1999, Lozi secessionists
clashed with Namibian troops in Caprivi, and the
Namibian government declared a state of emergency in
the region. Tensions continue along the borders between
Zambia, Angola and Namibia.

4. Relationship with Japan

4-1 Japan and Zambia

Japanese government maintains good relations with
Zambian government. From the Kaunda Administration
to the present the Chiluba Administration, Japan has been
regarding Zambia as a“priority country” in its assistance
programmes. The Japanese government cites three rea-
sons for its commitment to Zambia First, Zambiais an
important member of the Organization of African Unity

0 OAUOand aleader in Southern Africa. Second, Zambia

is committed to the Structural Adjustment Programmes
prescribed by the World Bank and the IMF. Third, Zam-
bia provides Japan with copper and cobalt. In this sense,
Japanese government highly values both countries’ good
relationship. In December 1999, Japanese Ambassador to
Zambia Yoshihiro Nakamura announced a plan to cancel
four million dollars in debt. Nakamura mentioned that
Zambiawas the fourth largest recipient of Japan’s Officia
Development Assistancé] ODA[Jamong African coun-
tries. He also said Japan appreciated President Chiluba's
initiative in the peace processin Congo. Zambia, which
is said to have been pro-Japanese since the Kaunda Ad-
ministration, has been accepting Japan’s assistance. The
Chiluba Administration evaluates Japan’'s ODA highly.

4-2 Issues in development assistance

Generally speaking, many donors prefer to attach politi-
cal requirement$] so-called conditionality[lwhen they ex-
tend development assistance to developing countries. The
actual requirements to be attached are open to debate.

One of the guiding principles of Japan’s ODA
programmes is support for developing countries commit-
ted to democratization and this principle islaid down in
Japan’s foreign policy towards Africa and in the Official
Development Assistance Charter. The ODA Charter an-
nounced in June 1992 emphasizes democratization and

2 the school was named after Japanese Prince Takamado-no-miya.
3 The Post, December 8, 1999.

human rights as one of its four principles. Japan's Me-
dium-Term Policy on Official Development Assistance
announced in August 1999 stresses Japan’s commitment
to democratization efforts in devel oping countries.

Japan has been supporting the democratization of Afri-
can nations and paying attention to the aspect of gover-
nance. At issuein Japan-Zambiarelationsis whether the
Chiluba Administration is working toward democracy and
“good governance.”

In this context, a series of remarks President Chiluba
made recently deserve attention. In December 1999,
Chiluba said he did not understand good governance and
that it is not applicable to Africa. In February 2000, the
president said IMF reforms resulted in poverty in Zambia.
At the center of his criticism was that the “ Governance
Report” prepared by the Zambian government was forced
upon Zambia by donors.

In fact, the “Governance Report” was heavy in rhetoric
and light in substance and little progress has been madein
good governance.

How is Japan dealing with the issue of governancein its
assistance programmes? The Chiluba Administration
evaluates Japan highly, saying that Japan is not forcing
democratization and good governance upon Zambia. In
December 1999, President Chiluba praised Japanese assis-
tance at the ceremony to hand over the Bauleni

0 TakamadoOBasic School® built with Japan’s ODA. The
president said although many donors attached many con-
ditionsto their aid programmes, Japan was trying solely
to help Zambia without attaching any conditions’. IsJa-
pan really attaching no conditions?

It is quite natural that Japan takes a different approach
from that of the U.S. and European countries. But this
does not mean that Japan’s aid policies do not require
Zambia's commitment to democratization and good gov-
ernance as preconditions for assistance. Japan’s stance
toward Zambia is summarized in Japan’s ODA Annual
Report 1998. The report saysthat graft within the Chiluba
Administration, its administrative capacity and its attitude
towards opposition parties are prompting Japan to think
twice about its aid policies for Zambia. The report adds
that Japan plans to closely watch Zambia's commitment
to good governance in the light of its ODA Charter. In
1997, the Japanese government stopped short of provid-
ing assistance designed to boost food production after



some doubts were raised about Zambia's handling of
counterpart funds.

Japan should make it clearer that it has serious concerns
about the democratization processin Zambia. In particu-
lar, Japan should not be indifferent to devel opments that
go against democratization and good governance, such as
graft and corruption, unfair elections, violation of the free-
dom of association and assembly, and violation of human
rights. For example, Japan should note that as recently as
January 2000, Zambian police used tear gas to quash a
demonstration by opposition parties organized to support
doctors who had been illegally dismissed.

The principles of governance and the ODA Charter play
an important role in reviewing Japan's aid policy toward
Zambia. Inthelight of these policies, Japan joined other
donors in suspending assistance designed to help rectify
the balance of paymentsin June 1996. The Japanese gov-
ernment said the Chiluba Administration had not had talks
with the opposition parties before revising the constitu-
tion. Japan needs to continue to watch political develop-
ments in Zambiain view of the ODA Charter. Some ob-
servers say President Chilubawill revise the constitution
again before the 2001 presidential election to set the stage
for histhird term in office. In relation to the surrounding
countries, the President Njoma of Namibia amended the
constitution and was reelected. On the other hand, Presi-
dent Mugabe in Zimbabwe failed to amend the constitu-
tion after areferendum. Based on the current constitution,
Chiluba cannot run for the Presidency. If Chilubatriesto
amend the constitution again, this will trigger a serious
crisis. It is necessary to reconfirm the principles of ODA
including democratization and good governance.

Japan can provide various kinds of assistance to support
democratization and good governance. To build the ca-
pacity of the government to achieve the rule of law and
good governance, Zambia needs to reform the public ser-
vice, establish alocal governance system, strengthen the
tax collection mechanism, develop the legal system, and
bolster the financial structure. Japan can help in these
fields. Asfor democratization, Japan can help simplify the
election system to boost voter turnout; the complicated
system is blamed for the declining turnout. As atradi-
tional society still existsin Zambia, democratization and
community development based on tradition and custom
are important. In this sense, Japan can support commu-
nity development including the establishment of commu-
nity schools through small-scale loans and efficient use of
community development agencies.
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Japan is not taking a positive stance in policy dialogues
with the Zambian government nor at donor meetings.
Japanese Embassy and JICA officials miss many of the
policy dialogues with the Zambian government and vari-
ous donor coordination meetings held in Lusaka, includ-
ing the ambassador-level CG meetings, study meetings on
the Sector Investment Programmeé] S|P and donor meet-
ings. Although they do not need to attend all of these
meetings, they need to attend important meetings and
make Japan’s stance clear as aleading donor. Through
these donor meetings and policy dialogues, Japan should
play its duerolein the policy formation process for devel-
opment cooperation in Zambia. To this end, improving
the system for economic cooperation and assistance is
necessary. This requires capacity building on the part of
officials at the Embassy and JICA officein charge of eco-
nomic cooperation and development assistance as well as
adequate personnel distribution. In other words, it is nec-
essary to train and dispatch experts with overall expertise
in economic cooperation and assistance and with a good
knowledge of the local situation. It is also necessary to
define the roles of the Japanese Embassy and JICA Zam-
bia Office establish good coordination between them.

Each assistance project should be flexible and fine-
tuned to the needs of Zambia. Critics say Japan attaches
stricter “tying” conditionsto its grant aid than other do-
nors. They say other donors use construction companies
in the recipient countries. In the case of Japan’s grant aid,
however, local companies cannot receive the contract as
amain contractor. In this case, Japan may need to con-
sider loosening the “tying” conditions. Because JICA
gives priority to “promotion of the private sector,” it is
necessary to ook at assistance in terms of fostering local
companies. Japan also should look into the possibility of
working out projects that cover two or more countriesin
Southern Africa.

Private sector cooperation is greatly needed. Japan
needs to study the possibility of using its ODA to facili-
tate economic activity in the private sector in Zambia and
Japart] trade, investment, etcCland to formulate ODA
projects through the initiative of the private sector and lo-
cal authorities.

NGOs are required to play a greater role in ODA
projects. Few Japanese NGOs are working in Zambia. In
contrast, international NGOs are playing an important role
in Zambia, for example, in the empowerment of local
people in the water supply projectsin and around Lusaka
City. Japan should consider involving NGOs in its ODA
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projects, using its ODA funds to bolster NGOs and even
contracting out its ODA projectsto NGOs. The Japanese
government has little experience in helping Zambia build
acivil society. For this, the Japanese government should
seek support from NGOs.
At the turn of the century, Japan’s assistance towards
Africashould shift its emphasisto:
- Human-centered devel opment,
- Building an autonomous society based on African cul-
ture and the citizen’s wishes,
- Alleviation of poverty,
- Symbiotic relations rather than mere aid relations,
- Cooperation with respect,
- Mutual understanding,
- Citizen-to-citizen cooperation rather than government-
to-government cooperation, and
- Creation of new ideals.
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Chapter 4. Economy

1. Introduction—Defining the Problems and
Outline of the Chapter

1-1 Understanding the economic problems of
Zambia

According to World Bank, Zambia's GNP per capitais
370 US dollargl 199707 lower than the average of sub-Sa
haran Africa, which is 510 US dollars. Zambia's GNP per
capita based on parity in purchasing power is 910 US dol-
lar$] 199707 which is lower than the average for sub-Sa-
haran Africal 1,460 US dollarsl1 Moreover, as much as
84.6% of its population livein ‘poverty’ according to the
definition of World BankJ people whose income is less
than one dollar per day based on purchasing power
parityf.

There is one thing that should not be forgotten when
examining the Zambian economy. That is, the current
critical situation is the result of a declining process.

Before independence, Zambia had no particular indus-
try except copper, but the copper boom up to the early
1970s brought about tremendous economic growth. The
growth secured the political foundation and prestige of
Kenneth Kaunda's United National Independence Party

O UNIPOgovernment, and enabled it to establish a govern-
ment-led economic development structure. Zambia en-
joyed growth in some manufacturing industries and com-
mercial agriculture, although temporarily. In the mid-
1970s, Zambiatook pride in arelatively high average in-
come standard in sub-Saharan Africa

The Zambian economy stagnated because of the sudden
fall on international copper prices and an extended low
market in the 1970s. According to World Bank statistics,
the Zambian population increased at an annual rate of
3.1%, and almost doubled between 1975 and 1997. On
the other hand, its GNP grew only 0.04% a year on av-
erage, or an increase of 1.1 timesin the same period. This
means that the average productiori] incomeJper capita
decreased by approximately 45%.

Such arapid drop in average incomeis unusua evenin
sub-Saharan Africa, whose growth rate is generally low.
Besides countries at war such as the Democratic Republic
of the Congd] former Zaire(] only afew countries such

Motoki TAKAHASHO Kobe University[

as Cote d'lvoire, Nigeria and Niger have recorded a
sharper drop than Zambia. It isevident that a special ap-
proach must be taken to Zambia. The approach must be
different from the one taken to Mozambique, which has
recorded the world’s highest growth rate since the end of
the civil war, and from that towards rapidly-growing coun-
triesin Southeast Asia

Both the growth and stagnation of Zambia are derived
from its heavy dependence on copper. Zambia's old and
new challengeisto freeitsalf from this dependence on the
copper industry by utilizing the benefits from it. How-
ever, the heritage of the copper industry is declining, and
now the heritage itself is an obstacle to development. Just
like other sub-Saharan African countries blessed with
natural mining resources, the heavy dependence on a
single resource has caused a strain in the incentive system
for the domestic economy, which has disrupted the de-
velopment of other industrial sectors. In short, Zambia
has been suffering from what is called ‘ Dutch disease.’

After the independence, the Kaunda-UNIP government
had been recognized the necessity to overcome its de-
pendence on copper, but his government was founded on
the basis of the government-owned copper industry and
government-led resource allocations. Consequently, his
attitude to economic reform was half-hearted and in-
consistent. It was only after the political reform through
democratization in 1991 that economic reform came into
its stride, when political power shifted from Kaunda's
UNIP to Frederick Chiluba's Movement for Multi-party
Democracy ] MMDO

1-2 Beyond the negative legacy

This chapter focuses on economic reform in Zambia af -
ter democratization. Aslong as Japan's effortsin inter-
national cooperation and policy negotiation are designed
to support and supplement the Zambian economy, the re-
view of economic reform isindispensable. The first point
of review is the status of economic reform as a process to
eliminate the negative legacy of the era of the governmen-
tal leadership in the economy and financial matters and
Zambia's dependence on copper.

The second point is whether the ongoing economic and

1 The World Bankd 19991 World Bank defines ‘ poverty’ as daily income less than one US dollar a day] incorporating parity in

purchasing power[]
2 The World Bankd 19981
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development reform can contribute to the long-term de-
velopment of the country, especially to the establishment
of amarket economy. Overcoming the negative legacy is
quite insufficient to escape from the current severe con-
ditions and to proceed with future development. The mar-
ket economy in Zambiaisin a germination period because
this country had virtually no other industry than copper
and a government-controlled economy. However, the
market economy is the only way for Zambiato be able to
continuously reallocate domestic resources according to
sectoral profitability in an extremely fluctuating en-
vironment. Only by doing this can Zambia be free from
the historic rigidity of resource allocation in along term.

Another determining factor for economic reform is pov-
erty, which is the most important issue for development.
As mentioned above, Zambia has been suffering the un-
usual decline in national living standard since the 1970s.
In spite of temporary growth of average income due to the
copper boom, the recent depression of living standard has
asignificant implication for the people who are suffering
serious poverty since the colonial era. What isworse, cur-
rent economic reforms are depriving some sections of the
population of the benefits of government intervention.
This can be called ‘the second wave of poverty.” In this
sense, Zambian economic reform can be subject to criti-
cism.

The following part of this chapter consists of 6 sections.
Section 2 examines the initial conditions of development
in order to clarify the problems in development and eco-
nomic policies. This section also refers to the problems
revealed before the economic reform by the MMD gov-
ernment. Section 3 discusses the outline and current sta-
tus of economic reforms as away to overcome past prob-
lems. Section 4 provides a critical review of the current
economic reform policy. Section 5 defines the objectives
that the future reform policy should achieve. Finally, sec-
tion 6 provides recommendations for Japan’'s development
assistance policy.

3 See Cleaver, K.M. and Schreiber, G.AL 199401

2. The Zambian Economy and its Problems be-
fore Economic Reform

2-1 Initial conditions for the development of
Zambia

(1) Problems in resources endowment

Before reviewing Zambian development policies, it is
necessary to examine initial conditions, including the en-
dowment of production factors.

In general, sub-Saharan Africaisrelatively abundant in
land and labor compared with capital] including human
capital in terms of technology and knowledgell Exports
and development become efficient when these wealth fac-
tors are made the most of. Based on thisidea, the Struc-
tural Adjustment Programme has placed a priority on ag-
riculture rather than industry, and on labor-intensive light
industry rather than capital-intensive heavy industry.

The problem is that the copper industry requires huge
capital investment for its management and devel opment,
which has not yet been accumulated in Zambidl The cop-
per industry itself will be referred to below in this chap-
ter and Chapter 501 The existence of the copper industry
does not fit endowment-oriented development at all. It
can be called a kind of ‘enclave.” The copper industry
may have had more influence on Zambiathan a mere en-
clave, as discussed below, but in any case, the existence
of the copper industry cannot be regarded as a heaven-sent
opportunity.

The population density of Zambiais only 12.7 in-
habitants’kmt] 199701 Not only Zambia, but sub-Saharan
Africain general, has been considered to have an abun-
dance of land in comparison with labor as well as capital.
It has been said that this abundance enabled extensive ag-
riculture to prevail, such as shifting agriculture, and there-
fore, no technology or inputs were necessary. The abun-
dance of land has been considered to provide a promising
basis for the potential of agriculture in Zambia.

However, these views on agricultural development in
sub-Saharan Africa are changing. The definition of rela-
tive abundance of land must take into consideration the
richness of the soil®. Thisissimilar to the viewpoint that
skill needs to be included as part of an assessment of la-
bor, and that quality-oriented concept$] such as human
capital[Oneed to be included in production factors.

Zambia has no deserts, mountains or jungles, and seem-



ingly alot of unused arable land, but it is doubtful that this
country isrelatively ‘rich’ in lands that can be utilized. 1t
is necessary to consider why relatively few people have
settled in Zambiain its long history of population move-
ments. The issue of soil conditions will be discussed in
Chapter 6 in detail.

(2) Undeveloped market economy

The former sub-Saharan African development strategies
looked merely at resources endowment as ainitial con-
dition of development, and they ignored the existence and
the kinds of institutions and systems. Obvioudly it is nec-
essary to consider the relative resource endowment. The
purpose of economic reform and the Structural Adjust-
ment Programmes is to reallocate and utilize inefficiently
distributed resources, and in the end to establish a system
for continuous automatic reallocation of resources — that
means functioned market economy. Zambia, however, has
never experienced a process of the development and di-
versification of domestic private industries] i.e. advanced
social division of laborl Zambia's problem is that the
country does not have the required system in which amar-
ket economy mechanism can work to distribute resources
throughout the whole society. Figuratively speaking, there
has been consideration of the muscles and bones of soci-
ety, but not about the nervous, digestive, or circulatory
systems.

Even if policies for foreign exchange and domestic
prices could successfully provide incentives for resources
allocation, because Zambia has no system for resources
transfer and reallocation, the transfer and change of fac-
tor inputs will not achieve what the policiesintend. More-
over, Zambia has not experienced an advanced market
economy at national economy levels, neither developed an
administrative system for it. Therefore, the challenge for
Zambiais not the remodeling of a system, but the estab-
lishment of a system itself.

2-2 Dependence on copper and the ‘Dutch dis-
ease’

(1) Significance of the copper industry

In Zambia's development, the value of the copper in-
dustry has particular significance. Although the propor-
tion of other exports goods has increased recently, mining
products—cooper and its by-product cobalt—have
amounted to more than 90% of Zambia's total exports
since the colonial era. The copper industry bears about
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10% of added-value, and provides tens of thousands of
jobs, including related industries. Theindustry is also the
most important in terms of foreign currency earnings.

In spite of its importance, the copper industry has
caused instability and a downward trend in the economy.
Asmentioned in 2-17 1] the copper industry needs inten-
sive input of capital which Zambialacks. Copper is not
an ideal product to lead industrial development based on
its resource endowment.

The copper industry isan ‘enclave’ inasense. It started
from vast, intensive foreign investment in the middle of
the colonial era when there was no industry except com-
mercial agriculture carried out by alimited number of set-
tlers. But we must recognize that copper had ahuge in-
fluence on other industries and the whole national
economy. Because profitability] or capital productivity
and labor productivitydof the copper industry was out-
standing in Zambian economy, all production factors and
input resources, including the labor force, strongly ab-
sorbed towards the copper industry. Other industries, and
even politics and administration, were formed on the ba-
sis of the country’s dependence on copper.

When reviewing the backgrounds for Zambian exports
to be so focused on coppef] ‘ copper mono-culture’ [J the
external dependence factor$] capitalJand the particular
place of copper in the Zambian economy and its negative
influence on other industries must be recognized.

(2) Dependence on copper and the Zambian
model of the ‘Dutch disease’

Right after the independence of Zambia, the market for
primary commaodities was relatively active. The copper
price increased substantially until the mid-1970s, which
was a kind of boom period. The new Zambian political
and economic system was formed under this boom
situation, in which copper maintained high profitability
and led to high foreign currency earnings. For Zambia at
that time, which had no noticeable industrial sector be-
sides some commercia plantations and limited manufac-
turing, it was natural to rely on the benefits of the fortu-
nate copper boom. Actually the expansion of the copper
industry stimulated certain domestic manufacturing indus-
tries and commercial agriculture, but many problems arose
later.

Retrospectively viewed from the end of the 20th cen-
tury, the copper boom left a negative legacy rather than
benefits, combined with arigidity in the government-led
economic system. The main problems can be enumerated
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Figure 4-1 Changes in trade conditions and the GDP growth rate of Zambia
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asfollows.

10 Dueto an excessive dependence on copper, thein-
ternational copper market determines the state of
the whole Zambian economy

20 Massive inflows of foreign currency brought by
copper exports accelerated Zambia's dependence
upon imported products.

30 Though it means another side of 2[] copper be-
came dominant in foreign currency earnings, and
strengthened Zambia's currency, the Kwacha, and
deprived competitiveness of other export indus-
tries.

40 Import dependence of whole economy led to anin-
tensified dependence on foreign loans, resulting in
debt crisis.

50 Therelative prosperity of the copper industry gave
rise to the concentration of management resources
and the labor forcé] both skilled and unskilleddon
this sector.

The government conducted ajob creation policy in gov-
ernmental organizations and public enterprises to meet the
job demand that persisted from the colonial era. This
caused rapid urbanization. Such a concentration of human
resources and urbanization in a sense deprived the agricul-
tural and rural sectors of resources in the long run.

In this way, the copper boom and Zambia's consequent
dependence on copper made the Zambian economy un-
stable and sensitive to the international copper market.
The international copper price determined the per-
formance of the Zambian economy, including its growth
rate. Over time, as copper prices declined, Zambia's
growth rate also suffered a decliné] see Figure 4-1 and 2-
4] 211

Copper isimported mainly by advanced countries and
Asian industrial countriesto be processed. So its demand
relies on the business conditions of these countries. Typi-
cal examples are the beginning of stagflation in advanced
countries triggered by the First Oil Crisis in the mid-
1970s, and the economic crisisin Asiain 1997-98. When-
ever the demand for copper falls, the Zambian economy
isinfluenced. Inthelong run, because of the development
of good alternative materials such as optical fiber, no fur-
ther increase is expected in the demand for copper. The
prospects for the copper industry are therefore gloomy.
The pressing need for the Zambian economy is to shift
away from its dependence on copper.

These are not the only elements of the negative legacy
of the copper boom. Dependence on imports, over-
valuation of the currency and an imbalance in resource
allocationd especially the labor force and human
resources[1has caused a strain on the economy, and re-



stricted the development of other industrial sectors. This
isatypical ‘Dutch disease’ condition in which the falter-
ing development of one particular primary commodity is
causing paralysis of other industries and the whole
economy of the nation. The accompanying introduction
of foreign capital and loans led to the debt crisis after the
stagnation of the copper industry.

(3) Government-led development and the failure
of a policy of independence from copper

The necessity of economic independence from copper
was recognized by the Zambian government early on.
Even before independence, the Sears Report in 1963 pro-
posed a policy of agricultural development to diversify
Zambiasindustrial base. The Second National Develop-
ment Plan for 1972-77 gave priority to an increase in ag-
ricultural production, and the Third Plan for 1979-83 to
rural development®.

However, for along time, no effective, consistent policy
was conducted to correct the resources concentration on
copper and the urban sector. The reason can be found in
the history and structure of the Kaunda-UNIP administra-
tion which had been in power since independence.

Like Tanzania and other allied nations, the Kaunda-
UNIP administration aimed to nationalize key industries
including copper, and ultimately to establish a govern-
ment-led economic structure with substantial control, in-
tervention and subsidization.

Such an economic structure was sought not only be-
cause socialist development policies were dominant in
sub-Saharan Africa at that time, but aso because the po-
litical history of Zambiafrom the colonial eraneeded such
a structure. Before independence, Northern Rhodesia

O former name of Zambial] was a member of the Central
African Federatior] the Federation of Rhodesia and
NyasalandOwith two other British colonies, Southern
Rhodesial present ZimbabweJand Nyasaland] present
Malawill Itsforeign currency earnings were totally man-
aged by the Federal and British governments. Northern
Rhodesia provided a good market for the industrial prod-
ucts of Southern Rhodesia. So asthe first step after inde-
pendence, Zambia had to take the economic initiative back
from non-Africans, to become self-supporting, and to ur-
gently improve the national living standards.

Through nationalization and controlled intervention, the
Kaunda-UNIP regime took the leadership in economic

4 Mitsuo, OO 1995(1
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management of the new-born country. It promoted job
creation in the governmental and public enterprise sectors
as well as the subsidization of consumptiori]l mainly for
the staple foods[] in order to establish aresource alloca-
tion system. The copper boom, together with Kaunda-
UNIP'singenious control of the public mood, enabled him
to promote his intentions, at least temporarily, and forti-
fied the basis of hisregime. Dueto Kaunda's clever con-
trol on his reputation and resource allocation, finally a
government-led economic structure was established in
which governmental agencies and public companies occu-
pied 80% of the formal economy.

In order to back up state-owned enterprises, the gov-
ernment regulated the economy, especially the financial
sector, in various ways including exchange rate al-
locations, lending rate restrictions, and credit allocations.
Needless to say, these measures inhibited the incentive of
economic entities, and interrupted the development of pro-
duction and exports.

When copper price slumped in the mid-1970s, what the
Zambian government should have done was to undertake
resource reallocation for economic liberalization before
the benefits of the copper boom had become dissipated.
The government should also have reformed the systems
dependent upon copper earnings, to correct the de-
pendence upon imports, limit excessive employment and
reduce subsidies on consumption.

However, such reforms were the last thing the gov-
ernment could do. The dependence on copper and gov-
ernmental controls were built in to the political and eco-
nomic structure of Zambiato support the authority of the
Kaunda-UNIPregime. The governmental controls on the
economy had already created huge vested interests, such
as the government elite, the employees of public enter-
prises, and other urban residents. Additionally, there were
keen conflicts with the white government of Rhodesia

O present ZimbabweJand the apartheid regime of South
Africa, and these external factors made changesin domes-
tic policies difficult. Achieving desirable economic reform
also meant demolition of the basis of the Kaunda regime.

However, it would be unfair to ignore the positive val-
ues of the government agencies and public sector under
government-led development. In one way, they were able
to improve national living standards to some extent in
terms of health, medicine, and education. A stable food
supply based on subsidies and job creation by governmen-
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Figure 4-2 Proportion of agricultural budget and fiscal deficit - GNP ratio of Zambia
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tal agencies and the public sector secured alivelihood for
some of the population, mainly workers in the urban for-
mal sector, even if the gap with the rural population and
informal sector expanded.

2-3 Urban concentration and the unbalanced po-
litical emphasis on the urban economy

The urban concentration of population and labor is one
of the most serious problems caused by the * Dutch dis-
ease’ due to Zambia's dependence on copper, as men-
tioned in 2-27 2[1 Zambia has the highest rate of urban-
izatiori] the proportion of urban population to the total
populationdin sub-Saharan Africa. According to the
World Bank, the urbanization rate for Zambia was 39.8%
in 1980, which was the second highest behind South Af-
rical 48.1%0] besides small countries with less than atwo
million population. The rate was as high as 43.3% in
1996, although some other countries recorded higher ur-
banization rates.

Such abrupt urbanizations are closely related to the un-
bal anced development of the copper industry and gov-
ernment-public corporation sector.

The flow of population from rural to urban areasis
prominent in Lusaka, the capital city, and the Copperbelt
Province including Kitwe, Ndola, Mufuliraand Luanshya.
Without doubt, the development of the copper industry
and job creation in governmental and public sectors ab-
sorbed the rural Iabor force. It isremarkable that the flow

of labor occurred on alarger scale than the capacity of
such formal sectorsto absorb them. Thisisbecause rapid
urbanization swelled the urban informal sectorswhich in-
clude numerous unemployed and semi-employed people.

The urbanization process in Zambia until the 1970sis
atypical example of Todaro’s labor migration model.
Rural workers, especially the younger generation, move to
the city attracted by job opportunities and high wagesin
urban formal sectors. But in reality not all of them can
find ajob, and the rest stay in the informal sector waiting
for an opportunity in the formal sector. Most of them live
inthe dum. Migrant workers expect not only ajob oppor-
tunity] expected possibilityJbut also the high wage they
might get if lucky enough. So even if the job opportunity
in formal sector islimited due to the high capital intensity
and the exclusivism of labor unions, when the wage is
high enough, workers keep on coming in at the risk of be-
ing unemployed in the informal sector.

The wage and working conditions of copper-mine
workers in Zambia were highly privileged. Thisis be-
cause the copper industry is capital-intensive, and its la-
bor-productivity is quite high. Also, the Zambian copper
industry had exceptionally strong labor unions for sub-Sa-
haran Africa. According to the Todaro Model, as the cop-
per-mine workers improved their working conditions us-
ing their organizational power, ironically the number of
urban unemployed and semi-employed population in-
creased.
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Figure 4-3 Inflation rate and fiscal expenditure
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This had a serious impact on Zambian society and
economy both in urban and rural areas, due to the fol-
lowing processes,

10 Urbanization meant disengagement of human re-
sources from the rural areas. Workers who moved to the
city had relatively high education standards, but such
workers were indispensable for agricultural and rural de-
velopment.

20 Living conditions in urban areas quickly became
worse. The socid infrastructure and housing supply could
not catch up with the rapid increase in urban population,
and extensive slums formed around the major cities, in-
cluding Lusaka. Primary schools had more students than
their capacity, or implemented double or triple lessons. As
aresult, the poor social infrastructureis carrying too great
aburden.

The tight state finances for the provision of the capital
for the social infrastructure made the situation worse.
Moreover, the urban living environment worsened due to
the previous partial, sporadic investment in social infra-
structure. For example, building awater and sewage sys-
tem or amedical facility in aslum to improve the living
environment made urban life more attractive for rural
people. The population flow accelerated, and living con-
ditions paradoxically became worse. Thisisakind of vi-
cious circle. According to theory, comprehensive mea-

sures including rural development are necessary in order
to solve urban problems.

30 The urban concentration caused a dilemma for the
Zambian government, which was promoting rural de-
velopment. Itsfiscal expenditure was under heavy stress.
A typical exampleisthe subsidy to maize, the staple food.
The government could not |leave the urban residents,
whose central force was the labor unions of the mining
industry, without good access to food, because that would
have been a political threat to the Kaunda-UNIP regime.
From the viewpoint of agricultural and rural development
though, it seemed necessary to stabilize the purchase price
of maize at ahigh level. Furthermore, with the intention
of promoting national integration, a uniform nationwide
purchase price was set without considering its production
place. The only way to fulfill the two requirements, food
supply at low price and a good stable purchase price, was
that the government devoted vast amounts to subsidies.
Inevitably, the staple food subsidy became the main rea-
son for the financial deficit, and the biggest obstacle to
economic reform. Figure 4-2 shows that agricultural ex-
penditures, which include the staple food subsidy, are di-
rectly linked to the financial deficit.

Urbanization has caused serious problems in the Zam-
bian economy. Recently, due to the dullness of the formal
economy including the copper industry and the personnel
reductions in the governmental and public sectors, the rate
of urbanization is slowing down. These days, areturn of
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Figure 4-4 Trade, current account and overvaluation index of Zambia
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people from urban areas to work in agriculture is oc-
curring. But this does not mean that the process of ur-
banization has been totally reversed, nor that rural areas
are regaining the necessary human resources. It isnot so
easy for labor and human resources to be reintegrated into
rural areas once they have been attracted by urban life
under the influence of the ‘ Dutch disease,” comparing with
its reverse case.

2-4 Macro-economic imbalances (financial defi-
cit, inflation, current account deficit and
debts)

(1) Macro-economic imbalances and domestic
political and economic structure

The former political/economic structure was char-
acterized by a dependence on copper, government initia-
tive, and overemphasis on urbanization. Such a structure
naturally caused a chronic imbalance in macroeconomics.
The copper boom and policy trends favoring cities ex-
panded consumption-oriented government expenditures,
such as swollen employment rolls and food subsidies.
These were based on the substantial revenue from the na-

tionalized copper industry, which collapsed with the sud-
den end of the copper boom. However, political condi-
tions did not allow a cut in such expenditures. The result
was a considerable financial deficit. The only way of
overcoming the deficit was to take out domestic and for-
eign loans. The Zambian government tended to rely on
government loans from the central bank] Bank of
Zambial] i.e. additional issuance of currency, because
Zambia'sfiscal credibility was declining and the domes-
tic money market had not developed. Inflation expanded
asaresult. Inthe single year of 1991, in the later part of
the Kaunda-UNIP era, loans from commercial banksin-
creased by 264%, and that from the Bank of Zambia by
652%. The money supply rose by 98.2% in the same year,
and inflation recorded arate of 118%1 see Figure 4-301
When the inflation rate rose excessively, thereal inter-
est rate became negative due to political controls. It lost
its meaning as an index of capital allocation. The long-
term downward trend in copper exports earnings implies
the same trend in the foreign currency earnings of Zam-
bia. The credibility in the Kwacha which had fixed ex-
change declined, and the Kwacha came under the pressure
of consequent devaluation. As aresult, inflationary ex-
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Figure 4-5 Debts of Zambia (million US dollars)
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pectations mounted. The devaluation pressure is obvious
in the exchange rate overvaluation shown in Figure 4-4.
After the drop in copper pricesin the early 1970s, over-
valuation continued until the mid-1980s when foreign ex-
change was partially liberalized.

The dependence on imports, which resulted from a poor
production infrastructure and consumption-oriented poli-
cies, made it impossible for the Kaunda-UNIP government
to devalue the Kwacha for economic control. It was abun-
dantly clear that import inflation due to the devaluation
would have a serious impact on the economy, politics, and
society. Of those who depended on imports, the most af -
fected were urban residents and industries in the formal
sectof] most of them were public enterprisesC] and at the
same time they also have the strongest political influence
on the regime.

Under such circumstances, it was impossible to take or-
thodox measures to stabilize the macro-economy, such as
devaluation of the currency and budget austerity measures.
The result was another macro-economic imbalance; a defi-
citin theinternational account] current account]

There were no copper earnings, no orthodox control
measures, and the deficit in the current account was | eft
asit was. Consequently, external debtsto cover the defi-
cit were snowballing.

(2) Trade conditions, growth rates, current ac-
count and accumulated debts
Zambia's commodity trade condition$] export prices di-

vided by import prices[lhave worsened over along period
mainly due to the decline in international copper prices

[ see Table 4-100 Compared with the best price conditions
in 19691 100%L[] the relative price level in 1992 was only
17.2%.

The growth rate has also been declining over the long
term. Thisisnot only due to the direct cause, whichisthe
decrease in exports themselves, but also to the decrease in
investment for production due to the shortage of foreign
currency and financial revenue from copper exports. This
is discussed in detail ir] 300below. The overvaluation
from the 1970s to the 1980s was another factor in the de-
cline of total export earnings.

It is noticeable that the Zambian trade balanceisin the
black, in spite of there being such along-term declinein
export earnings. The current account, on the other hand,
has persistently been in the red, and this deficit has been
expanding] Table 4-4 shows the current account, ex-
cluding public donationsC] The gap between the trade ac-
count surplus and the current account deficit is derived
from the huge deficit in the balance for the service sector.
Especially, the expenditures for insurance and trans-
portation services and the payment of the interest on loans,
dividends and returns on investment is often enormous,
and far beyond the trade surplus. Note that the cost of
transportation and insurance is large because Zambiais an
inland country and isolated from overseas markets.

Other than direct investment, foreign loans and as-
sistance are the only things Zambia can rely on to make
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up the deficit. A consegquence of the growing deficit was
accumulation of debt and excessive dependence on as-
sistancé] See Figure 4-5[1 Zambia was locked in a vi-
cious circle in which the payment of interest on huge debts
aggravated the current account even more.

The government, which had been the largest borrower,
suffered a heavy burden of repayments. Especialy in
1986 and 1991, when many loans were due, more than
30% of total government expenditures were spent in the
repayment of debts.

(3) Investment and saving

Total domestic investment in Zambia declined from the
1970s to the 1980s, in terms of both the ratio to the GDP
and the absolute amount] real valuell This had a serious
long-term and mid-term significance for the productive
capacity of Zambia.

There are several reasons for the low-level and con-
tinuous lowering of investment in Zambia. Oneisthe
limitations on the flow of foreign currency, as mentioned
above. The difficulty in the international account led to
shortages of foreign currency needed for imports. Be-
cause Zambia basically relied on imports for capital
goods, the shortage interrupted investment a good deal.

A typical exampleis seen in the copper industry, which
relies on imports for excavators and transporters. Actudly
the drop in the price of copper was not the only reason for
the long-term decline of copper export earnings. In-
vestment was held back due to the decline in copper earn-
ings, and mining equipment became run down. De-
velopment of new deposits was delayed. The output of
copper itself stalled or decreased, and earnings fell off
again. Here was another vicious circle. Of course, not
only was the copper industry affected, but also the general
infrastructure such as transportation, communications and
electricity was run down, due to the lack of investment in
mai ntenance.

Another reason for low investment is the low savings
rate, which has been decreasing in proportion to the stag-
nation of economic growth. Thisisequal to the decrease
in domestic primary capital. The savings rate of Zambia
in 1970s often recorded near 20%, but it felled to 8.5% on
average in the 1990s.

The third reason is the underdevel oped system to col-
lect foreign and domestic primary capital and to relate the
capital to investment efficiently. Thiswill be discussed in
detail in the following section on the market economy sys-
tem.

Another reason that can be pointed out is that foreign
investors lost interest in Zambia, because of itslong-last-
ing economic stagnation, exclusive and regulatory po-
litical intervention by the authoritative government, un-
stable macro-economy and run-down infrastructure.

2-5 Resource concentration in governmental/
public enterprises

As mentioned in 3-2-27 3[] the government-led de-
velopment brought by the devel opment objective and po-
litical process was based on nationalization of industries
and the establishment of public enterprises. The extreme
example is Zambia Consolidated Copper Minesl ZCCMO
, aunited company of several mining and refining fa-
cilities made in the colonial era. It is noteworthy that in
nationalizing ZCCM, existing foreign capital from Europe
and South Africawas not driven away. Instead the Zam-
bian government obtained 51% of the stocks to secure
management. That is, foreign companies including
Anglo-American Corporation Ltd. of South Africa kept
their rightsin ZCCM even as minority shareholders.

The number of public enterprises founded under the
Kaunda-UNIP government came to 280, covering most
industries in the formal sector, such as copper, electricity,
transportation, communications, finance, commerce and
tourism. It was generally said that 80% of the formal sec-
tor was dominated by public enterprises. Although similar
government domination of the economy was observed in
many African countries before the Structural Adjustment
Programmes, the level in Zambia was as high as 80% be-
cause the devel opment of its private sector economy was
far behind.

Public enterprises took no account of market rules or
profitability. Their inefficient management had no long-
term plans or prospects. It was natural that most of them
fell into poor financia conditions. Typically, ZCCM suf-
fered from such a deficit that it could not afford re-
placement of equipment or the development of new de-
posits. To make up the deficit, some public enterprises at
first issued bonds in the markets. But basically, besides
some political financing from national banking organs,
they could not help but rely on fiscal compensation. That
became another reason for the fiscal deficit.

Viewed from adifferent angle, these public enterprises
performed the function of political resource allocation
through the creation of employment. In spite of serious
poverty among those who were not employed in the for-
mal sector, the labor unions of public enterprises such as



ZCCM became very strong. It was politically out of the
guestion to adjust employment for the control of fiscal
conditions. Such rigid behavior of public enterprises has
obstructed aflexible realocation of the production factors
of labor according to the changing profitability of sectors.
However, it should still be noted that this situation secured
the living standard of employeesin the formal sector to
some extent.

2-6 Unorganized systems and human resource
development

(1) Undeveloped market economy

Zambialacks systems necessary for the development of
a nation-scale market economy, including a system for re-
source allocation. Specifically, adeficiency is observed
in trade rules under legislation such as the commercial
law, in the permeation of the monetary system, in the pro-
duction factor markets of labor, capital and land, and in
the development of various markets for goods and ser-
vices. These elements must be considered when we
analyze Zambia's economy and examine our development
assistance policies.

A typical example of undeveloped systems of market
economy is Zambia's capital markef] =financial market[]
. Production needs labor and land as well as capital, but
capital is special because money—a medium of capital—
has functions of scale and exchange value, and because
money is easy to circulate. Therefore, an economic entity
that has capital can get any resources that are for sale im-
mediately. When shifting from one productive activity to
another, capital transfer is the easiest means of resources
transfer.

Unlike a village society where the physical transfer of
labor, land and goods is easy and fast, an integrated na-
tional economy needs a capital market system which al-
lows efficient internal allocation and transfer of resources.
For example, systems such as a stock market which en-
ables the issuance and circulation of stocks as a direct fi-
nancial measure of companies, and a stock exchange as
the center of the exchange economy are needed. In social-
istic sub-Saharan African countries, government-owned
banks were established to excess under the name of de-
velopment, because they were a measure of indirect fi-
nancing easily connected to credit creation by the gov-
ernment. A stock exchange, which directly reflects prof-
itability or incentive for investment in industries and com-
panies, was not established.
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In Zambia, however, there are not many commercial
banks of state owned or banks whose major stockholder
isthe government. In 1992, out of six commercial banks,
two were state owned. The reason why Zambia didn’t
made so many national banksis probably that many of the
funds for public enterprises were raised by cross-subsidy
through governmental finances. Commercial banks, how-
ever, were under the strict regulation and intervention of
the government such as control of the lending rate, in or-
der to support the interests of the government and public
enterprises.

A system for direct financing did not develop at al in
Zambia. While the Nairobi Stock Exchangein Kenyahas
a history from 1954 in the colonial era and was once a
model of liberal economic development in sub-Saharan
Africa, the Lusaka Stock Exchange in Zambia was estab-
lished in 1994, forty years later.

The underdevelopment of financial marketsis evident
in low indexes of financial depth, such as the ratio of
money supply to GDP. Generally, the ratio increases
when a market economy develops and people and com-
panies subsequently depend on a monetary economy and
financial markets. The ratio for Zambia in 1990 was
23.8%, which was lower average for sub-Saharan Africa
of 33.3%, while high-income countrieg] advanced coun-
triesThave aratio of 94.6%. When peoplé&] households]
have trust in and easy access to the money and financial
system of their country, the private savings rate which is
appropriated in the national income account will be
pushed upwards. When, on the contrary, money is un-
stable and the system is underdevel oped, as seen in Zam-
bia, the savings rate will keep on decreasing.

In the presence of such a superficial financial system,
the central bank does not have many systematic strategies
to control the financial system. That is, the market of al-
ternative financial measures to currency istoo small for
open market operations to become effective. Furthermore,
because commercial banks were protected from in-
solvency and liquidation under the government-led de-
velopment system, there has been no accumulated ex-
perience in overcoming bankruptcy, which is necessary for
adynamic market economy. At the same time, safety-net
systems have not been established for the protection of the
financial systemitself and its credits.0 Although scale and
quality are totally different, Zambia and Japan in the
1990s have asimilar problem. The decisive differenceis
that Zambia has no history of the development of a fi-
nancial system based on market mechanisms.OJ
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Figure 4-6 Mechanism of Zambia’'s economic difficulty
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Zambiadid not devel oped another safety-net system to
support the transfer of labor between sectors? e.g. un-
employment insurance, job introductions, vocational re-
training, etc.d Thisis because employment was not ad-
justed according to the finances of companies, and be-
cause industries in the formal sector did not diversify. The
lack of this safety net is serious when those who lose their
job in the formal sector are immediately confronted by
serious poverty.

Although the land system needs special consideration,
the former government did not promote privatization and
market-making based on the formal principles of the mar-
ket economy.

(2) Legal and administrative system
It can be fairly said that the underdevelopment of the
market economy means the lack of governmental admin-
istration for such an economy. The lack of safety netsin
the financial and labor markets as mentioned aboveis a
good example. Moreover, there was no legal and judicia
system developed to back up the market economy. Zam-
biaisin need of the development of civil laws, acompany
law including handling bankruptcies, a bills of exchange
law, a stock exchange law, a grievance mediation system
O judgment and mediation[] an insurance system, an ac-
counting system, a patent system, etc. Zambia actually
has such laws and systems, but they were just inherited
from the old colonial power, Britain, without modification.
They have not been reshaped in accordance with the de-

velopment of a market economy in Zambia.

In Zambia, about 80% of the formal sector was
dominated by deficit-ridden governmental/public en-
terprises, and people outside this sector live in poverty that
is getting worse. Under these circumstances, Zambia's
source of revenue was extremely limited. The copper
boom right after independence helped the government se-
cure revenue, but at the same time it diminished the
government’s incentive to expand tax sources.

The government could not capture corporate earnings
and individual income and market trade. The
government’s tax collection capacity was also limited. In
other words, its poor tax standing was derived from pov-
erty and an undeveloped market economy. This then be-
came the structural factor for the chronic fiscal deficit af-
ter the copper boom was over.

2-7 Conclusion

Here | would like to conclude the discussion so far, with
reference to Figure 4-6.

The former Zambian political/economic system was
formed on the basis of the government-led resources al-
location and on dependence on the copper industry. See-
ing that the economy was tossed up and down by the in-
ternational copper market and the stagnation of the cop-
per industry, such a structure should have been corrected
at an early stage. The excessive dependence on copper
gave rise to a resources imbal ance such as the rapid in-
crease of urban population and the concentration on gov-



ernment/national companies. The unfair overvaluation of
the exchange rate interfered with the development of other
industries. Even after the abundant revenue from copper
was lost, resource alocation dependent on copper was not
corrected. This made the macro-economic situation un-
stable, increased the dependence on external debts, and
later resulted in a heavy burden of repayments.

The separation of resource development from the domi-
nance of copper and the development of aternative indus-
tries was difficult, obstructed by vested interests as a part
of the political/economic structure as well as the govern-
ment-led economic system and the undevel oped market
economy. Diversification of the industrial basis was sub-
stantially delayed. Investment necessary for the long-term
reinforcement of production was noticeably dampened.

Consequently, the Zambian economy continued to de-
clineasif in parallel with the international copper market.
The only way to rescue Zambia from such along down-
ward trend was to correct the dependence on copper and
the government-led economic/development system, to es-
tablish various industries based on agriculture and to
achieve new economic resource allocations within the
market economy framework. The concentration of re-
sources in urban areas should have been dealt with, and
rural development should have been promoted.

However, the Kaunda-UNIP government could not con-
duct any reform that would have meant the demolition of
its own political and economic base. It only ran about in
confusion between various policy options. Economic re-
forms to overcome the negative legacy began only after
democratization, when the Chiluba-MMD regime took
over.

The economic reforms after the change of regime will
be reviewed and evaluated in the following sections.

3. The Progress and Outcome of Economic Re-
forms

3-1 The concept and framework of the Structural
Adjustment Programmes

(1) Framework of the Structural Adjustment
Programmes and Zambian economic re-
forms

As of 1999, the Zambian government is tackling eco-
nomic reforms and the Structural Adjustment Programmes
with the help of the World Bank and IMF. The Structural

Adjustment Programmes has been promoted through
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many complications since the 1980s. It must be signifi-
cant in terms of overcoming the negative legacy men-
tioned in 2-2, apart from whether it can contribute the
long-term devel opment of this nation. Firstly, | will con-
sider the framework and progress of the Structural Adjust-
ment Programmes in Zambia.

There are two main elements in the Structural Adjust-
ment Programmes of the World Bank and IMF.

Oneisapolicy for stabilizing the economy. It aimsto
correct the macro-economic imbalances such asinflation,
fiscal deficit and international deficit by introducing cur-
rency devaluation, budget and finance austerity and other
measures. These are IMF s traditional approach for short-
term stability.

The other consists of policies for the Structural Adjust-
ment Programmes in anarrow sense. While the stabiliza-
tion policy is for the demand side, the Structural Adjust-
ment Programme in a narrow sense is addressed to the
supply side. An economic crisis among developing coun-
tries, especially low-income countries, occurred after the
1970s, and could not be solved only by the short-term
policies on the demand side. It has had to be treated with
extensive policies with the supply sidein view. Thisis
obviousin the case of Zambia.

The World Bank and IMF adopted policies to reduce
government intervention as much as possible in order to
appeal to the supply side. This intervention has in-
terrupted the function of the market-economy mechanism
and the activities of private economic entities. The WB/
IMF policies can be reasonably classified as follows, al-
though other classifications are possible.

0 i0 domestic deregulation

O ii0external liberalization, especialy liberalization of
trade and capital transactions

O iiiCprivatization

O ivOstreamlining of the governmental sector

Its concept can be largely defined as economic stabili-
zation and structura change in anarrow sense. These two
elements are, however, closely related each cther, in case
that the Structural Adjustment Programmes takes a long
process as in sub-Saharan Africaincluding Zambia. In
order to achieve and maintain balanced finances, it is nec-
essary to solve the problem of wasteful expenditures and
to privatize and liquidate inefficient public enterprises.

In the process of the Structural Adjustment
Programmes, some groups in the society lose the benefits
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they have enjoyed under the influence of the former poli-
cies. Because in sub-Saharan Africathe governments had
awide range of functions, the impact of the Programme
is spread far beyond the elites with vested interests. Liv-
ing costs are pushed up by various factors; such as unem-
ployment due to the rationalization and privatization, the
introduction of the principle that beneficiaries should pay
for services provided and the abolition of subsidies. Usu-
aly, all these impacts give greater stress to the poor and
vulnerable groups. Thisiswhat is called the negative so-
cial aspect of the Structural Adjustment Programmes. In
the late 1980s, criticism to World Bank and |MF became
clamorous, and such policies as the resolution of social
issues and the refurbishment of social safety nets were
added to the Structural Adjustment Programmes.

By the end of the 1980s, it became generally recognized
that the Structural Adjustment Programmes had not been
effective enough to activate the domestic and foreign pri-
vate sectors and to reinvigorate the whole economy in
sub-Saharan Africa. The focus of argument was the func-
tions of the governmental and administrative bodies. For
example, the Structural Adjustment Programmes would
not succeed unless the government doesn’t have a com-
mitment to benefits for the whole society. The activation
of the private sector requires human resources devel op-
ment, the supply of basic infrastructure, and the establish-
ment of the rule of law and appropriate legal system by
the government. Otherwise orthodox Structural Adjust-
ment Programmes could have no positive result. The
World Bank and IMF therefore added to their policy menu
new fields such as economic governance and institution
building. Thisis considered to be a shift to a second gen-
eration of the Structural Adjustment Programmes in the
1990s.

As aresult, the Structural Adjustment Programmesin
the 1990s includes various elements such asf] iCldomes-
tic deregulation,d iidexternal liberalization,d iii0]
privatization[J ivOstreamlining of the government[J v
dealing with social aspects] vilrestructuring of economic
governance[] viiOvarious institution building andd viiiO
maintenance of macro-economic stability.

Such framework of the Structural Adjustment
Programmes was necessary to solve the negative legacy in
Zambiaas discussed in 2-2. Theimportance of economic
stability was self-evident, in view of the macro-economic
imbalance and confusion under the former government.
The introduction of a market economy through structural
change in a narrow sense is expected to take resources
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back from the copper industry and the government/na-
tional companies. Ultimately it will lead to the continu-
ous resource reallocation to the sectors with higher social
benefit. The question is how the Adjustment Programmes
have been actually conducted.

(2) Past circumstances

The Structural Adjustment Programmes and economic
reform in Zambia originated in the 1980s, when the con-
ditionality of structural adjustment loans caused serious
concern to the Kaunda-UNIPregime. Thislaid the ground
for the political shift in 1991. Generally speaking, such
policies accompanied by the Structural Adjustment
Programmes as budget austerity, sliming down in the pub-
lic sector and liberalization of economy can be a political
challenge for any government. In the case of Zambia, the
partial liberalization and devaluation of foreign exchange
and the cut in food subsidies gave rise to particular prob-
lems. Thiswas because Zambia was heavily dependent
on imports and because the economic interests of the ur-
ban population had a great political influence.

It was in 1985 that the World Bank provided a sector
adjustment loan for the first time to Zambia, and in 1986
it provided a full Structural Adjustment loan. However,
Zambia had already relied on IMF's credit facilities since
the 1970s in order to make up its shortage of foreign cur-
rency. Inthe early 1980s, as the Zambian debt crisiswas
deteriorating, the World Bank and IMF practically began
their joint policy according to the prescription Structural
Adjustment Programmes.

In 1985, the government ventured into the foreign ex-
change auction system to meet the aid conditionality by
the WB/IMF, and partially liberalized the foreign ex-
change market. In the next year, the subsidy for maize,
the staple food, was reduced in part. Unfortunately, these
two policies were severely unpopular to many peoplein-
cluding urban residents. The auction system devalued the
Kwacha greatly, and accelerated inflation conjointly with
theliberalization of various prices. The subsidy reduction
led to a shortage in the supply of maize and anincreasein
consumer prices. Finally, in December 1986, the biggest
riot ever after independence was staged by urban
residents, and the government could not help but recall the
reduction of the subsidy.

After denouncing the agreement with IMF, the Zambian
government introduced its own New Economic Recovery
Programme, and started a fixed exchange rate system,
price controls and a unilateral debt moratorium. However,



Zambiadefinitely lost the trust of donor countries, and the
result of the original programme was atragic failure. The
government turned back to the WB/IMF palicies. In 1990
it adopted the Structural Adjustment Programme once
again, expecting the future reestablishment of assistance
from the WB and IMF. The most important issue required
in the process of relation-repairing was the reduction or
abolition of the maize subsidy and the liberalization of
maize prices and marketing. The government also
adopted the dual exchange rate system and conducted par-
tial liberalization again. This meant allowing the coexist-
ence of government and private exchanges, and admitted
ZCCM to holding 55% of foreign currency earnings and
other companies to holding 50%. The price of maize
again rose and riots occurred again in June 1990.

The criticism of the government became caustic around
1987, led by the Zambia Congress of Trade Unions.
Frederik Chiluba, Chairman of the ZCTU started to ad-
vocate a shift to a multiparty system in 1989, and so the
riot in June 1990 was tinged with criticism of the Kaunda-
UNIP government. That was the beginning of the victory
of Chiluba’'s MMD, that is, the breakdown of Kaunda-
UNIP government.

The Structural Adjustment Programmes meant that the
government itself tried to correct the government-led form
of development and the consumption-oriented expenditure
for urban residents in order to meet the requirements of
the World Bank and IMF. Of course people were totally
unconvinced that the government could overcome vested
interests of every social stratum on the basis of the eco-
nomic crisis, without defining its responsibility for the cri-
sis. Opposition against the reform was reinforced, not
only because the approach to economic reform was artless
and inconsistent, but also because foreign donor countries
did not support the reform. Since Kaunda-UNIP govern-
ment was not able to predict such reactions of the people,
the reform couldn’t make a remarkable progress and failed
to thoroughly explain the potential social benefits of the
reform. Not al foreign donors were cooperative in under-
taking the measures necessary to prevent too severe adrop
in currency through adequate foreign currency support.

All of thisresulted in distrust by the peoplein Kaunda's
reform policy, and consequently in hisregime itself.

(3) Full-scale Implementation of the Structural
Adjustment Programmes by the Chiluba-
MMD Administration

Zambia s democratization and the birth of the Chiluba-
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MMD government was not just a part of the swell of sup-
port for multiparty politics which expanded all over the
continent at that time. The Kaunda-UNIP government
failed to reform the political and economic system and
vested interests structure. Rather, the Kaunda-UNIP gov-
ernment killed itself because it had no fixed view of eco-
nomic reform and could not convince the people. In other
words, Zambia's democratization was an inevitable result
of domestic factors. Kaundaregime fell into atrap set by
Zambia's own political/economic structure and imposed
the burden of economic reform on the people, thus shirk-
ing its responsibility. The defeat in the election was ano-
confidence vote by the people to the government which
was going to avoid its responsibility..

Right after the inauguration, the Chiluba-MMD gov-
ernment issued its Economic and Financial Policy Frame-
work 1992-1994. The Framework mostly followed the
prescription by the World Bank and IMF.  Since then, the
government has consistently promoted economic reform
and the Structural Adjustment Programmes, and achieved
fair results. A couple of factors made it possible.

Thefirst is that the World Bank/IMF has improved its
prescriptions after learning from past experience. For ex-
ample, it proposed a schedule of gradual tariff cuts, and
formulated a Social Action Programme to cope with the
socia impacts of the Structural Adjustment Programmes.

The second factor is that Chiluba-MMD government
commitment to the Structural Adjustment Programmes
was firm and consistent. There was opposition to the lib-
eralization and rationalization of the national sector by the
labor unions which led democratization. There were also
some small, sporadic urban riots in opposition to budget
austerity under conditions in which there was a lack of
improvement in living conditions. However, Chiluba’s
commitment to reform did not suffer fundamental turmoil.
It seems that the government had arigid belief that there
was no other way than to follow the WB/IMF to avoid
being ostracized by the world society. The nation wasin
the middle of a general trend towards marginalization in
sub-Saharan Africa at that time, while suffering serious
economic difficulties.

The third is that Chiluba-MMD government has been
stressed that some sacrifices are inevitable for the reform,
and also blamed Kaunda for the failure of reform. Though
it istoo abstract, this can be said that the regime expressed
its strong commitment to accountability. Especialy in the
early stages after the inauguration, this approach seemed
effective. Recently, however, national living standards
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have not been improving at all and corruption among po-
litical leaders is often reported. Chiluba’s approach is
reaching its limits.

Next, the current conditions of the economic reform by
the Chiluba-MMD regime will be reviewed.

3-2 Macro-economic stability and fiscal policy®

(1) Inflation rate

Within the eight years after the birth of the Chiluba-
MMD government, one of the most evident achievements
isthe control of inflation. Theinflation rate of 191.2% in
1992 was reduced down to 18.6% in 1997. Of course, this
figureis still very high in comparison with advanced
countries and those in Southeast Asia. 1n 1998, due to the
dull copper market which is said to have originated in the
financial crisisin East Asia, Zambia sinflation rate again
rose up to 30.6%°. Additional efforts and examined
policies are needed to control inflation. Details will be
discussed below.

Chiluba-MMD government should be praised for the
reduction in inflation. There are several reasons for this
success. Oneisthe effect of liberalization of foreign ex-
change transaction following the devaluation of the cur-
rency. In spite of temporary import inflation just after the
introduction of such policies, the exchange rate dropped
enough to meet the expectations of every economic entity.

The other important reason is that the budget deficit was
brought under control. The Bank of Zambia does not have
to issue the currency for loans to the government any
more, and the control of the money supply became free
from obstacles. The Economic and Financial Policy
Framework in 1992 declared a limit on the growth of
money supply to 25% in response to the past unchecked
money supply and its consequent inflation. Although the
limitation has not always been maintained] the increase
rate of currency and currency equivalents from 1993 to
1997 was 41.0% as an annual average7El it istrue that the
control became much easier due to the budget balance.

(2) Reduction of the budget deficit

The proportion of the budget deficit to the GDP became
worse; from -2.6% in 1987 to -4.3% in 1998. However,
the current budget turned positive; from -7.3% in 1987 to

1.4% in 1998. The main reason for the present budget
deficit is the debt repayment burden.

This favorable turn to a balanced budget became pos-
sible with the abolition of the staple food subsidy which
once accounted for several dozen percent of the expendi-
ture, and due to the reduction in compensation to public
enterprises for privatization and liquidation.

The government also introduced the Cash Budget Sys-
temin 1993. In this system, a department cannot commit
any expenditure without proof of cash or abalance at the
bank. This also contributed to expenditure controls.

The government began to make efforts to increase tax
revenue and introduced a value-added tax in 1995, but
there is not much room left for an immediate increase in
tax revenue. Fiscal revenue increased in proportion to the
GDP from 18.4% in 1992 to 21.2% in 1994, but again de-
creased to 18.1% in 1998.

Partial improvement in the current budget is one good
result of the Structural Adjustment Programmes. How-
ever, it must not be forgotten that most of the revenueis
provided by foreign countrieg] grantsCland that |oans are
building up heavy interest payments] 4.1% of GDPin
1997 and 3.3% in 199801

(3) Deficit in the international account and debt
accumulation

In spite of the deval uation of the exchange rate followed
by the shift to the floating system and monetary policy
tightening, the current account deficit has not shown any
sign of reduction. Its proportion in relation to the GDP
was 3.7% in 1996 and 6.2% in 1997. Aswell as the de-
crease in copper earnings, the increase in imports pro-
moted by foreign currency assistance from donorsisafac-
tor contributing to the deficit. Another factor is the pay-
ment of interest on the growing debt.

Actually, the burden of debt is heavy. The balance of
the external debts of Zambia surged to 690 million US
dollarsin 1998, which is 6.7 times as large as its exports.
The debt repayment ratid] the proportion of repayments
to the export of goods and serviceldin 1996 was 21.8%,
and 18.3% in 1997J See Figure 4-5[1

Actually, the biggest problem of the Zambian macro-
economy at this point of timeis correctly said to be this
burden of debt.

5 in this section, figures are quoted from the dates provided by the World Bank] 1999alJunless otherwise notified.
5 Thisinflation rate is from the data of Bank of Zambia, which is slightly different from that of the World Bank.

7 Cadculation based on IMFJ 199901



(4) Liberalization of the financial sector and in-
stitution building

As mentioned above, there were strict regulations on the
financial sector under the former government, such as
business regulation, lending rate regulation, credit ra-
tioning, etc. The Chiluba-MMD regime placed stress on
theliberalization of the financial sector asapart of its eco-
nomic reform policy. Theinterest rate regulation was re-
moved in 1992. The financial sector was opened up
through the liberalization of foreign exchange between
1992 and 1995. An auction system was introduced for
government bonds, and the price of the bonds came to be
decided by the market.

As aresult of business liberalization, commercia banks
increased in number from six in 1992 to twenty-two at one
time. The number of financial organs other than banks
such as insurance company is aso increasing. However,
due to the lack of management experience and keen com-
petition, six out of 22 banks are currently suspending their
business because of the increase in bad loans. As of Au-
gust 1999, 16 banks are in business. This situation re-
sulted from the instability of the undeveloped financial
sector as a part of the market economy.

The priority for the Zambian financial administration is
how it can establish the credit of investors and depositors
in the financia system as awhole, while building aframe-
work of free money trading. In this sense, the Bank of
Zambid] central bankOOhas a significant function. The
Banking and Financial ServicesAct amended in 1994 de-
fines the organization, operation, ownership and ac-
countability of the bank. The Act transfers the financial
supervisory function from the Ministry of Treasury to the
central bank, and provides for intervention proceduresin
the case of liquidation, default and mergers.

It is remarkable that the real interest rate turned positive
on account of the control of the inflation rate and the lib-
eralization of interest. This should be regarded asan im-
portant step to win confidence in the Zambian financial
system.

(5) Investment and saving

The proportion of total domestic investment to GDP in
Zambia, which once dropped to 11.0% in 1991, recovered
up to 13.1% in 1997, supported by the flow of external
assistance. Thetotal domestic savings rate, on the other
hand, remains on the same level; 8.4% in 1991 and 9.1%

8 These figures are based on the World Bankd 1998[1
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in 1997. These figures are not large enough to cover to-
tal investment®.

According to the World Bank, about one-third of total
domestic investment is public investment by the gov-
ernment and the capital for thisinvestment is mostly from
assistance. In short, Zambia supplements its low savings
rate by assistance and pushes up investment.

The fundamental reason for the low savings rate in
comparison to gross domestic product is the un-
derdevel oped resource allocation systems, especially the
financial system, and the weak confidence of the people
in such systems. Thiswill be discussed in 3-4 in detail.

3-3 Internal deregulation and abolition of subsi-
dies

Since 1992, the government has promoted a hands-off
approach to regulations in various domestic sectors, fo-
cusing on price liberalization, privatization and market
access by private companies. More about deregulation
will be discussed in chapters on individual sectors.

The most noticeable in this sphere is the abolition of the
staple food subsidy and the liberalization of food dis-
tribution. These were the hardest and actually fatal prob-
lem in economic reform for the former regime. Let us
look briefly at this good example of liberalization here.

Right after installation, Chiluba-MMD regime
resolutely raised the consumer price of the staple food,
maize, and expressed his intention to abolish the maize
subsidy and the liberalization of food marketing. The
former was carried out by 1994, and the latter was ba-
sically realized by 1995. It goes without saying that lib-
eralization did not only have positive impacts on pro-
ducers and consumers. Consumers had to give up con-
trolled low prices, and producers were forced to face an
ever-changing price instead of a stable purchasing price.
These redlizations clearly showed Chiluba-MMD regime's
commitment to economic reform, and promoted the con-
fidence of donor organizations. The cut in the subsidy
lightened the burden on the government finances to
achieve fiscal balance.

The government till hasarolein strategic food storage,
but the purchase and release of food are now conducted
through private enterprises.

The liberalization of product marketing such as maize
should have been accompanied by liberalization of the
market for inputs such as fertilizer. However, it has not
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been fully liberalized, and there are some indirect subsidy
systems. Thisis because the marketing system should be
based on the government’s approval, the infrastructure for
food production is still weak, and its procurement mostly
relies on assistance.

3-4 External liberalization of foreign exchange
and trade

(1) Liberalization of foreign exchange
Asmentioned in 3-11 2[] the issue of foreign exchange
and exchange rates were the most difficult problem in
Zambian Structural Adjustment Programmes.
Chiluba-MMD regime decided to devalue the official
exchange rate by 30%. He also adhered to a policy of
unifying the dual exchange rate adopted towards the end
of Kaunda regime through the liberalization of foreign
currency exchange. In 1993, the foreign currency auction
system which was under the control of the central bank
was gradually abolished. This meant the unification of the
exchange rate. 1n 1994, exchange regulations were re-
pealed, except the foreign currency earnings of ZCCM.
Moreover, bank accounts denominated in a foreign cur-
rency were permitted in 1995, and the full holding of for-
eign currency earnings by ZCCM was allowed in 1996.
This completed the liberalization of foreign exchange.

(2) Liberalization of trade

The achievements since the government started its re-
form efforts includes the removal of export tariffs, the re-
duction of import tariffs, simplification of the tariff struc-
ture, and the abolition of an import declaration surcharge

0 5% of the pricell

The Economic and Financia Policy Framework in 1992
stipulated a gradual reduction of tariffs. In accordance
with this, phased reductions and the reorganization of the
tariff system have successively been carried out. Asare-
sult, the tariff rates, which were 65% at the highest and
21% at the lowest in 1992, were reduced to 25% at the
highest and 0% at the lowest in 1998. At the end of 1998,
the average rate was about 11%. The tariff structureis
now simply composed of four leveld] 0% for capital
goods, 5% for raw materials, 15% for intermediate ma-
terials and 25% for consumer goods(]

The Zambian government intends to reduce the highest
rate down to 20% so that the average rate will come close
to 10%.

3-5 Privatization of public enterprises

The Zambian government, in accordance with the Eco-
nomic and Financial Policy Framework, started the
privatization of public enterprises with the introduction of
the Privatization Act in June 1992. Under the Act, the
Zambia Privatization Agency was established to plan, co-
ordinate and promote privatization.

Public enterprisesin Zambia, including ZCCM, are the
central pillar of the former political and economic struc-
ture as described in 2-317 200 It was obvious that many
capital-intensive major enterprises could not be privatized
without the participant of foreign capital. This meant giv-
ing up the Zambianizatiori] or AfricanizationOpolicy in
place since the time of independence. A typical example
was ZCCM. The cooperation with Anglo-American Cor-
poration Ltd., an existing major stockholder, was deemed
to be necessary for the privatization of ZCCM, but the
enterprise capital was from South Africa towards which
Zambia had been hostile over its apartheid policy.
Naturally, privatization gave rise to strong political op-
position and negative opinions. .

Personnel retrenchment due to privatization was
strongly resisted by labor unions which provided the main
support for MM D administration.

Because privatization was the first large-scale project
for Zambia, it took a long time for its technical
preparation. Thisisthe reason that full-scale privatization
did not take place until 1995.

After thisand up to 1999, most public enterprises were
privatized or liquidated in some manner. The move to-
wards privatization seemed a matter of course. In fact,
however, various difficulties hindered the privatization of
ZCCM and many other major capital-intensive en-
terprises.

As repeatedly mentioned, the copper industry has been
the mainstay of the Zambian economy aswell asthe cause
of what is called the ‘Dutch disease’. Therefore, the key
issue of privatization was the restructuring ZCCM, which
was expected to settle ZCCM'’s deficit and thus remove
the burden on national finances and the economy.

The management of ZCCM had remained in a poor
condition due to stagnation in market and lack of the nec-
essary investment for development as pointed out in 2-4

0 30 Asaresult, negotiations with AAC and other in-
vestors did not proceed favorably.

Nevertheless, the negotiations concerning ZCCM’s
privatization are scheduled to finally reach full agreement
by March 2000, assisted by the World Bank group.



First, the sale of Nkana mine, Muhuriramine and their
associated facilities] except Nkana refining facilitiesCto
Mopani Copper Mines in February 2000 was decided.
Mopani Copper Mines is ajoint venture between Ca-
nadian private enterprise, Swiss private enterprise and the
Zambian government. The Zambian government will
hold a 10% share of the joint venture.

Second, the sale of Konkola mine, Nchanga mine and
their associated facilities to Konkola Copper Mines in
March 2000 was decided. The Konkola Copper Minesis
ajoint venture between Zambia Copper Investments

O ZClOwhich is an affiliated enterprise of AAC, ZCCM,
International Finance Corporatiori] IFCOwhich is part of
the World Bank, and the Commonwealth Devel opment
Corporatiort] CDCIO The ZCl will hold a 65% share, the
ZCCM, 20%, and the remainder will be divided equally
between IFC and CDC. However, the division of shares
might change in the future.’

Through the restructuring mentioned above, ZCCM wiill
change from a public enterprise to a holding company.
Although the Zambian government and ZCCM still hold
shares in the copper industry, two agreements reached in
2000 have paved the way for privatization in the industry.

The most difficult problems have been solved. The task
from now on is for parties concerned with the
privatization of ZCCM to truly implement the agreements
and the Zambian government to strive to privatize the
other remaining public enterprises.

The primary purpose of privatization—private en-
terprises assume responsibility for economic activities and
do not place an unnecessary burden on government fi-
nances—will be achieved.

3-6 Streamlining of the public sector

Streamlining of the public sector will be discussed in
detailsin Chapter 4, but should be referred to briefly here
because it is one of the main elements of the Structural
Adjustment Programmes. It isat the same time a difficult
problem which takes more time than privatization.

From the viewpoint of the Economic and Financial
Policy Framework in 1992 and the World Bank/IMF
which support the Policy, the public sector had too many
unnecessary staff. The proportion of lower level staff was
so large that the salary system could not give any incentive
to more important and distinguished staff. The cost of
supporting these unnecessary staff overburdened state fi-
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nances. So it was said to be desirable to establish an ef-
ficient public sector with a performance-based salary sys-
tem by reducing staff, and to contribute to the reform of
the state finances.

At the same time, employment in the public sector as
well asin national companies was significant in the pro-
cess of ‘Zambianization' and political allocation of re-
sources. The sector was the hub of the former gov-
ernment-led political and economic structure. Therefore,
the streamlining of the sector faced difficultiesin the sense
that the government had to slim itself down.

Streamlining did not progress easily even after the in-
auguration of Chiluba-MMD regime. Staff reduction was
an extreme example of the elimination of vested interests
through the Structural Adjustment Programmes. The
policy brought amodel of pain caused by the reallocation
of resources, especialy of the labor force.

Against such a background, the streamlining of the ad-
ministrative sector is another very difficult task in addition
to privatization in 1999. The government made the Pub-
lic Sector Reform Programmé] PSRPOin 1997 to express
aggressive retrenchment. Out of 137,000 government
employees, the first 15,500 temporary employees were
dismissed by 1998. This brought the proportion of tem-
porary employees from 22% in 1997 down to 12%. Be-
sides this, some 2,000 have applied for early retirement.
Moreover, the government decided to privatize four de-
partments, which cut about 3,700 jobs. It wasonly in
1998 that the slimming down of the public sector started
in full-scale.

4. Performance, Impacts and Challenges of
Economic Reform

4-1 Recent economic performance

(1) Economic growth in the last five years

The economic performance in terms of policies for
macro-economic stability were discussed in 3-3. How-
ever, if the Structural Adjustment Programmes are ul-
timately designed to achieve stable, sustainable economic
growth in Zambia and other developing countries, its per-
formance should be judged by record of economic growth.
In Zambia, in particular, this evaluation must consider
how far the free market activities of the private sector that
are promoted through the Structural Adjustment

® The details of the ZCCM's privatization is based on EIU] 2000al]
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Table 4-1 Major economic indexes of Zambia

[ Unit: %0
vear 1994 1995 1996 1997 1998
Item
Gross domestic product (%) 100.0 100.0 100.0 100.0 100.0
[0 Agriculturel] 135 16.2 154 16.3 17.3
0 Industry[] 34.7 316 30.4 304 26.4
[0 Services(] 38.9 39.7 414 41.0 454
Total consumption 90.7 91.9 91.3 90.7 94.7
Total domestic fixed capital formation 13.3 13.6 145 13.1 13.3
Government investment 7.0 7.0 59 52 7.7
Private investment 6.5 6.9 9.0 9.3 6.6
Exports 35.1 37.6 338 317 29.4
Imports 39.3 43.4 39.9 37.0 38.4
Total domestic savings 9.3 8.1 8.7 9.3 5.3
Annual growth ratein real terms -34 -2.3 6.5 34 -0.9
Note: Proportion to GDP, except the growth rate.
International account (million US dollars)
0 Exportd 11747 1316.0 1113.0 1230.2 984.0
0 Importd 1317.0 1518.0 1316.0 1432.4 1286.0
Net private foreign direct investment 40.0 97.0 117.0 207.0 219.0
Fiscal revenue and expenditure (proportion to GDP)
0 Revenuell %[ 20.1 19.9 20.6 19.8 18.1
0 Expenditure %[ 27.9 24.2 185 184 16.7
Financial indexes
M2/GDP 155 18.0 18.3 17.4 175
M2 increase rate] %0 74.8 55.3 344 24.0 215
Rate of increase in consumer prices
[J World bank[ growth rate, %0 536 342 46.3 248 8.7
Rate of increase in officia prices
1 Zambian Bank(] 35.0 46.0 35.2 18.6 30.6
Debt
Balance of debtsGDP 194 1755 217.8 174.4 204.7
Repayment of debts/exports 31.2 16.1 21.8 18.3 231

Source: World Bankd 1999b[] pp.35-38.

Programmes have corrected the old economic strains, in-
cluding excessive dependence on copper. That is, the de-
gree of diversification of the economy and industry that
has been achieved is a measure of the results of the Struc-
tural Adjustment Programmes.

Table 4-1 shows the recent economic performance of
Zambia.

The growth ratein the last five years are -3.4% in 1994,
-2.3%in 1995, 6.5% in 1996, 3.4% in 1997 and -0.9% in
1998. The yearly average of the seven years from 1992
t0 1998 is 0.6%. The average growth rate between 1984
and 1992 under the Kaunda regime was 1.5%, and so
there has been no sign of increase since 1992. The rate
has been subject to major fluctuations, from negative to
positive. Such low and unstable growth rates, which arise
due to Zambia's dependence on copper and on assistance,
have not been overcome yet.

(2) The causes of the economic depression in
1998

In 1998, copper prices fell by 25% because the demand
for primary commodities shrank due to the financial cri-
sisin East Asiain the previous year. The output of cop-
per also dropped] 321,000 tonsin 1997 down to 298,000
tons[] Asaresult, the dollar-basis earnings from copper
exports showed a rapid decrease from 840 million dollars
to 530 million dollars. Thisled to adecrease in the total
export earnings of goods and services from 1,230 million
dollarsin 1997 down to 980 million dollars.

In the agricultural sector too, the production of maize
dropped due to unseasonable weather.

Some donors suspended their assistance because they
were discontented with Chiluba's words and deeds in the
second presidential and parliamentary election after in-
dependence. So foreign assistance was not enough to
make up for the decrease in copper earnings. 1n 1998, all
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Table 4-2 Export profits of non-traditional exports (1987-1998)

0 thousand US dollars]

Year

ltem 1987 1992 1997 1998

Primary agricultura products 5,150 19,968 90,959 57,642
Processed foodstuffs 5,350 14,177 30,938 47,163
Fibers 5,838 13,670 50,638 42,370
Industrial products 17,201 24,829 33,794 30,205
Floriculture 330 2,987 7,385 32,355
Garden products 1,727 2,934 5,637 19,002
Ores 7,864 9,947 14,544 11,584
Construction materials 3,175 3,838 12,001 8,582
Electricity 8,913 1,658 14,814 5,080
Others 21,850 7,962 67,847 47,809
Total 77,398 101,970 328,557 301,792

Source: Export Board of Zambia and Zambian Electricity Supply Corporation Ltd., Ministry of Finance and Eco-

nomic Development] 1999(1

these things together resulted in a negative growth rate for
the first timein three years.

The double decrease of exports and assistance brought
about afall in the Kwacha under the floating exchange
rate system. Thisreignited inflation through the pricein-
crease of import products, as seenin 3-Z1 11

It must be noted that the export of goods other than
mining product$] non-traditional exportsCIhas been rap-
idly increasing since 1992 as shown in Table 4-2. Theto-
tal was about 100 million dollarsin 1992, but about 300
million in 19981 although a dight decrease occurred from
330 million in 199701

Economic performance after 1992 is not good enough
to confirm that the Zambian economy is on a stable path
of growth, but the increase in non-traditional exportsis
noticeable. This means that the incentives for private en-
terprises with export competitiveness are growing in the
context of deregulation and open policies. Full control
over foreign currency earnings stimulated the motivation
for production, and had a positive impact through the pur-
chase of imported input goods. Even if there was adrop
in copper earnings, the proportion of non-traditional ex-
ports among total exports of goods was 32.2% in 1998.
The proportion used to be consistently less than 10%.

4-2 Issues by the unsatisfactory implementation
of the Structural Adjustment Programmes

(1) Framework of the economic reform and the
Structural Adjustment Programmes and its
results

Why is it impossible for the Zambian economy to
achieve stable growth and to overcome its dependence on

international copper market and foreign assistance? The
Structural Adjustment Programmes ought to correct the
uneven resources allocation to copper and to reallocate re-
sources to avariety of more profitable industries through
liberalizing the economic activities of private enterprises.
If s, the halfhearted implementation of the Structural Ad-
justment Programmes may be the main barrier for the
present problems. The process of the Structural Adjust-
ment Programmes in Zambia can be reviewed from this
point of view.

Asexplained in 3-17 10] the elements of the Structural
Adjustment Programmes can be classified as follows;

* stabilization of the economy

* domestic deregulation

« external liberalization

* privatization

« streamlining of the governmental sector

Asshown in 3, it can be said that the economic per-
formance of Zambian macro economic stabilization after
1992 has been good, except for the international account
and the debt accumulation. Inflation control and the
positive fiscal balance should be highly appreciated, al-
though both involve some problems as pointed out above.
Note that the latter relies on foreign assistance.

The short-term efforts for stability are basically effec-
tive. Theinternational account is determined by domestic
productivity and the external environment to some extent.
The fiscal balance also has aweak basis in the tax col-
lection system and structural expenditures are excessive
against this background. Inflation occurs as an inevitable
correction caused by liberalization. These are telling us
that Zambia's economic instability is a structural, long-
term problem, which cannot be solved by short-term
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policies alone.

Domestic deregulation and external liberalization have
recorded significant progress in many aspects. The ben-
efit is a greater diversity of exports. Deregulation and
external liberalization are not major topics in the current
economic reform policies any more.

(2) Challenge forward: privatization and stream-
lining of the governmental sector

The Structural Adjustment Programmes was not fully
implemented in terms of privatization and the streamlining
of the public sector.

Thefirst step in overcoming the dependence on copper
isto separate the copper industry from the government, to
leave its destiny to the market, and to shut down any chan-
nel for speculative fiscal support and capital investment
from the government. That isfull privatization.

This can be applied to other capital-intensive industries.
Because Zambia lacks capital accumulation, it is nec-
essary to avoid mobilizing domestic and foreign capital
politically and artificially to prolong the life of un-
profitable companies. This does not fit the conditions for
the allocation of production factors. Instead, the future
main driving force must be direct and indirect investment
by private investors based on their own accountability.

From this viewpoint, the negotiations to privatize
ZCCM in 2000 were amajor first step. The Zambian gov-
ernment and other parties concerned must fully implement
the agreements and rehabilitate ZCCM's management as
soon as possible.

The streamlining of the public sector including staff re-
ductions aims to transfer redundant human resources to
other sectors and to establish performance-based op-
erations carried out by a small number of excellent staff.
This must be effective in the reduction of salary costs and
the reform of fiscal conditions.

If Zambiafailsto divert resources from these two ma-
jor sectors and to make them independent, the country
cannot get out of the stagnation caused by the former po-
litical and economic structures. But even if the Structural
Adjustment Programmes is completed, Zambia cannot
necessarily obtain stable, sustainable and fair growth.
This point is discussed next.

4-3 Problems caused by the Structural Adjust-
ment Programmes: unreliability and social
costs

(1) Growing unreliability due to privatization

As we have been in 4-2, the Structural Adjustment
Programmes has not fully implemented the designated
policies. Moreover, problems originally built into the
Structural Adjustment Programmes are now surfacing.
These problems include a growing unreliability due to
privatization, especially greater strains on the socially
weak, and social costs such as the creation of new kinds
of poverty. These problems are particularly serious for
Zambia, one of the LLDCs, aswell asasmall country eas-
ily affected by external conditions.

The rule of market economy by deregulation and liber-
alization in Zambia means that Zambiais now exposed to
frequent changes that are dependent on the internal and
externa situation. Such exampleisfarmers who are fac-
ing agricultural marketing liberalization, as described in 3-
3. The Zambian economy has to struggle with
unreliability, which used to be prevented to some extent
by the intervention and protection of the government.

Let us consider the liberalization of the foreign ex-
change market as an instance. The floating of the kwacha
in accordance with the market is expected to contribute to
the promotion of exports and the balancing of the in-
ternational account. At the same time, however, the
changesin trade and capital transactions has adirect im-
pact on the domestic economy. A drop in copper prices,
such as the one experienced in 1998 from the Asian eco-
nomic crisis, immediately leads to the fall in the total ex-
port earnings of Zambia. This fall of in earnings from
exportsresultsin aslide in the Kwacha, which eventually
results in higher prices for imported products and in-
flation.

When there is heavy dependence on a single export and
on imported products, the floating exchange rate system
leads to a linkage between stagnation of the international
market and the aggravation of domestic inflation.

It istrue that import inflation after liberalization is not
serious in comparison with the inflation of several hun-
dred percent Zambia experienced in the past. Chiluba-
MMD regime should be appreciated for his efforts to sta-
bilize the Zambian economy. However, it isalso true that
Zambia was subjected to another kind of unreliability be-
cause of liberalization.



(2) Social costs problems

The vulnerable group—the poor, female-headed house-
holds, the physically disabled, the elderly and children—
bear a heavy social cost as result of the Structural Ad-
justment Programmes. The abolition of the staple food
subsidy, the increase in payments based on benefits prin-
ciple for social services] education, medical service, etc.[]
and the personnel cuts in the public sector are striking
these people. Besides, anew class of the poof] ‘the new
poor’ Ohas appeared in Zambia.

Provided that poverty alleviation and socia equality are
the essence of development assistance, measures should
be taken against the burdens brought by the Structural
Adjustment Programmes. On the contrary, recent social
indexes indicate that the efforts for poverty alleviation and
social development by the Zambian government and for-
eign donorsis weakening markedly. For example, the pri-
mary school enrollment rate was 85% in 1980-85, but
75% in 1992-97. The average life expectancy at birth fell
from 51 years down to 43 years, and the infant mortality
raté] younger than 5 years oldOincreased from 149 to 189
out of 1000 infants™. Such indexes show the serious de-
terioration in social development.  Behind this worsening
position is economic stagnation, declining income stan-
dards, and the spread of infectious diseases including
AIDS. Itisalso indisputable that political choices have
had a strong influence. That is, policies such as cutsin
public spending in the social sector and the increase in
beneficiaries payment are the cause of the significant drop
in socia indices.

The Structural Adjustment Programmes intends to
eliminate the vested interests among those who benefited
under the former regime. The resistance to thiswas a
major obstacle to the progress of the Structural Adjust-
ment Programmes in Zambia. A typical exampleisthe
slow progress of privatization and the streamlining of the
public sector as shown in 4-Z1 2[] Civil servants and pub-
lic enterprises used to form a core social classin the ur-
ban formal sector, and have had a huge political influence.
Even if the personnel cuts were concentrated on the lower
level workers, it was very difficult politically and socially
to deprive them of their jobs. The opposition of urban
residents to the reduction or abolition of staple food sub-
sidies was mentioned above.

The reallocation of the labor forceis extremely difficult
in Zambia. Thisis because there are no well-devel oped

10 World Bankd 1999all
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private companies which can provide an alternative em-
ployment to secure the same living standards. Therefore,
unemployment as the restructuring process in Zambia
causes more long-term and negative impacts unlike in
middle-income or developed countries. Undeveloped sys-
tems such as unemployment insurance, job introduction
and re-training made the cost of labor shift between sec-
tors very expensive. Thiswas another obstacle to person-
nel cut and reallocation.

4-4 Long-term problems not solved by the Struc-
tural Adjustment Programmes: institution
building and human resource development

(1) Establishment of a market economy system

As described in 2-61 100 the Kaunda-UNIP government
failed to establish several essential systems by which the
Zambian economy could function as a single market eco-
nomic mechanism. Without these systems, the market
economic mechanism will not be achieved at the level of
the national economy, even if the old Structural Adjust-
ment Programmes of privatization and streamlining has
been compl eted.

When the operation of the market itself islimited, there
isno way to establish a market economy system. But lib-
eralization is not the same as promotion of such a system.
Liberalization does not automatically guarantee the estab-
lishment of a system in which economic entities can ex-
change common resources. Furthermore, such economic
entities do not always act in accordance with mutually
agreed rules. Liberalization and the establishment of a
system must be promoted at the same time.

In the 1990s, the World Bank and IMF substantially me-
diated the problems of the early Structural Adjustment
Programmes. Based on these |essons, they introduced a
“second generation approach” as assistance policies for
post-Structural Adjustment. The World Bank issued the
Comprehensive Development Framework] CDFto in-
tegrate these policies. CDF consists of two main el-
ements: institution building and sound economic gov-
ernance.

In accordance with such change, Zambia's policies for
economic reform and development are changing to focus
on institution buildind] see also 2-6] 1[11 For example,
there are a couple of movements in the financial market.
In 1994, Lusaka Stock Exchange was founded based on
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Figure 4-7 Scenario of economic reform and development in Zambia
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the newly-promulgated Stock Exchange Act. Thiswasthe
first basisfor a direct investment system for private com-
panies. With the liberalization of financial markets, the
interbank dealing market and the second trading market
for government bonds appesared, and these are diversifying
and deepening the financial market. Asshown in 3-Z1 40
, the law is amended for the purpose of reinforcing the su-
pervisory function of the central bank in order to protect
investors and depositors.

The World Bank’s Country Assistance Strategy 1 CASO
issued in August 1999 is the embodiment of the second
generation approach and the spirit of CDF. The stressis
on governance and on institution building in each sector
beyond the old framework of the Structural Adjustment
Programmes.

However, the establishment of a market economy sys-
tem is much more than system adjustment in each sector.
If the definition “system is afixed culture with effective
significance for the allocation of economic resources’ is
correct, the establishment of a market economy in Zam-
bia must be advanced by taking sufficent time and with a
comprehensive approach. At the sametime, the adminis-
trative and judicial power must be strengthened in order
to back up the functions of the economic system. Cer-

tainly CAS expresses the reinforcement of the judiciary
and auditing in connection with transparency and account-
ability on the part of the government. However, the legal
and judicial system aswell as other systems are important
not only in terms of checking the government.

Some important points in the future ingtitution and sys-
tem building can be reviewed here. A bankruptcy law sys-
tem reall ocates unused resources due to business failure
and protects the interests of the parties concerned asfar as
possible. This system must be devel oped so that the mar-
ket economy mechanism can smoothly reallocate re-
sources in the national economy asawhole. A system for
smooth re-employment in the labor market stated in 4-3

0 20is also necessary for the functioning of the market
economy.

Supervising function of the central bank, introduction of
the bankruptcy law and re-employment systems play the
role of safety nets which reduce the unreliability and risks
caused by the introduction of market rules. Such sys-
tematic mechanisms are very important especialy in Zam-
bia in which many of the poor are exposed to a crisis of
daily survival.

Thereis one thing that should not be forgotten about in-
stitutional and system building in African countries. In-



stitutional and system building is not only the institution
of formal laws. It also means that appropriate level of
human resources are allocated to the administration and
judiciary to operate the system, and that the whole society
understands the concept and operation of the system. It
is necessary that the market economy system and its sup-
porting systems take root in Zambia as an * effective cul-
ture’

Unlike capital and labor markets, the market for land re-
quires specific consideration. Villagesin Zambia have
had few restrictions over land use, and people have used
land extensively or carried out shifting farming for along
time. Land ownership by the community functioned as a
safety net to secure the livelihood of all members of the
community. Therefore, careful consideration must be
given as to whether the privatization of land should be
conducted in accordance with market principles, asin
other African countries.

Thereisaso aneed for public organs that is capable of
using precious resources effectively and efficiently in or-
der to fulfill their duty to develop human resources and
manage infrastructure devel opment, without imposing an
excessive burden on the national economy and the private
sector. This cannot be achieved by the ongoing
downsizing of the public sector alone. Systemsin the
public sector and its institutional capacity must be estab-
lished.

(2) Human resource development

The socia division of labor is a prerequisite for amar-
ket economy. When the labor division is necessary for in-
dustrialization that is supported by a broad range of mod-
ern sciences and technology, each economic entity must
have a certain amount of capacity before it can participate
in economic activities Especially when production pro-
motion is required, investment and innovation must pro-
ceed under unreliable conditions, thus vigorous entrepre-
neurship is required by business executives and farm man-
agers. Industrialization also needs not only skilled work-
ers but also unskilled workers who are at least disciplined
and industrious enough to cope with routine work.

The above-mentioned CAS states that {1 Zambian
companies cannot adapt themselves to the newly liberal-
ized environment due to a shortage of skilled workers,
weak management, immature strategic decision-making,
and lack of competitiveness.” Thisis anew attempt for
the World Bank’s policy system to refer to weaknessin the
capacity of economic entities, but no practical prescription
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was provided concerning the political efforts required for
this.

Improvement of in human resources capacity is the
most important for development of the nation, but it takes
along time. There have been no political measures pro-
posed to stimulate entrepreneurship, which has been re-
garded as essential. The silence of CAS over thisissue
may be understandable, but obviously only the Structural
Adjustment Programmes and its succeeding com-
prehensive approach are not sufficient to encourage pri-
vate economic entities which should become the driving
force for the development of the market economy. Human
resource development is also the mgjor factor in the es-
tablishment of public systems and the reinforcement of
institutional capacity.

(3) Development of the infrastructure

The physical infrastructure is indispensable for the de-
velopment of a market economy aswell astherelated sys-
tems and economic entities. Above al, the improvement
and maintenance of measures for transportation and com-
munications are essential. Zambia, which hasalarge land
area and low population density, needs aroad network and
atelecommunications network. The transportation and
communications infrastructure in Zambia, which used to
be good, has deteriorated year by year due to the lack of
any serious attention to maintenance. The poor condition
of such infrastructure makes the cost of trade very ex-
pensive, even to the level of prohibiting trading activities.
The most important factor for infrastructure devel opment
is continuous maintenance in order to support the market
economy, not only just developing them. This requires
systematic approaches and human capacity in gov-
ernmental organizations. This means that the es-
tablishment of systems and human resource devel opment
are again a prerequisite for infrastructure devel opment.

Infrastructure devel opment does not necessarily have to
be carried out directly by the government. Foreign and
domestic private companies or local and urban com-
munities can be involved. However, in the case of in-
frastructure, exclusive cost recovery is difficult and the
recovery period isvery long. In Zambia, private eco-
nomic entitied] including domestic profit-making
companiesJand the system to supply funds to them have
not been developed yet. Participation by private economic
entities cannot be expected, so the role of the government
will remain important for the time being.
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5. Challenges for Future Economic Policies

5-1 Framework of economic polices

Based on the discussion so far, the economic de-
velopment scenario for Zambia to achieve continuous and
eguitable growth can be summarized as in Figure 4-7.
The concrete objectives of Zambian economic policies can
be classified as follows.

0i0 to stabilize and maintain the domestic macro-
economy; including to control inflation and to
achieve autonomous fiscal balance,

O1ii0 to correct external imbalances and weaknesses;
more precisely, to diversify and increase exports,
to improve domestic productivity, to invite foreign
investment and to restore sound international ac-
counts through reduction in the debt burden,

O iiid to maintain and expand the framework of free pri-
vate economic activities and competition through
domestic deregulation and an external open-door
policy,

O ivO to privatize key national companies; especially to
privatize and rebuild ZCCM as soon as possible,

0O vO to streamline the public sector and to build sys-
tems and ingtitutional capacity in the sector to deal
with the market economy,

0 vil to establish the market economy system itself,

0 vii[Oto develop human resources that can be the driv-
ing force of the market economy; especially to
nurture private economic enterprises,

OviiiD to develop infrastructure focusing on rural com-
munities and local mid-sized cities

0 ixO to develop industries including small-scale farm-
ing and food production

The range of these objectives are so wide that they can-
not be achieved by the efforts of the Zambian government
aone. Substantial foreign assistance, which will be dis-
cussed in 3-6, should be devoted especially to the reduc-
tion of the debt burden, human resource development and
infrastructure development.

Also, these nine categories should not be treated
separately, because they are closely related to each other.
The development of industriesird ix(should be promoted
in coordination with the outcome of the other categories.

Economic stabilization, deregulation and liberalization
cleared a path for the market economy. However, the
achievements of Zambian economic reform have not been
sufficient so far for invigorating the activities of private

economic enterprises. Structural factors of economicin-
stability still remain and these have to be gradually re-
moved to secure the confidence of private companies.
Stable economic conditions must be maintained to ensure
the success of continuous efforts for system and institution
building.

Economic instability can occur both in finances and the
money supply. In fiscal revenue, the main problems are
poverty and a weak tax base, which are derived from an
undevel oped market economy and administrative systems.
Asfor expenditures, it is necessary to establish strict bud-
get control such as a Cash Budget System, to cut non-es-
sential spending, and to concentrate spending on cost-ef-
fective sectors. Privatization and streamlining of public
sector are both inevitable to accomplish these.

In the monetary sector, the improvement of systemsto
protect investors and depositors has just started, including
the supervisory function of the central bank. If this at-
tempt fails, the monetary systemitself, which is at a ger-
minal stage, will suffer severe turmoil and there will be
massive withdrawals of capital from the market.

Long-term stability of the economy should be main-
tained by the reinforcement of domestic productivity
through industrial development, the diversification and
increase of exports and agradual reduction in dependence
on imports. For such small countries as Zambia, the big-
gest factors creating economic instability are changesin
the international economic environment. In the current
situation where the dependence on copper and other min-
ing products is still heavy, and where everything from
food to the inputs of the manufacturing industry remains
dependent on imports, international changes directly lead
to internal instability. Thisis aresult of external lib-
eralization and deregulation. So the diversification of ex-
ports and reinforcement of productivity are needed to im-
prove external durability and flexibility.

A fair and low-cost economic environment aswell asa
stable free economic framework must be formed so asto
attract the motivation of private economic enterprises. It
goes without saying that the market economy system to-
gether with itsinfrastructure development is the most im-
portant part of this environment, and that the institutional
capacity of the public sector should support it.

However, even if such a framework and environment
are ready, they are meaningless without functioning ca-
pable private economic enterprises. The growth of eco-
nomic enterprises that can survive competitiveness due to
liberalization and deregulation is necessary in order to im-



prove Zambia's domestic productivity. Direct investment
by foreign companiesis regquested in this context. Butin
the long run, the growth of economic enterprises should
be achieved through the efforts of human resource de-
velopment in Zambian society itself. A key issueis that
human resources are important not only for the de-
velopment of private companies but aso for all of the cat-
egories] iOdtd] ix

5-2 Direction of industrial development and re-
gional development

How should the future industrial and regional de-
velopments be directed in order to achieve the above-men-
tioned economic objectives? Although industrial de-
velopment is discussed in each chapter on industry, here
it is appropriate to examine industrial devel opment briefly
from a broad perspective.

In 2-17 10 regarding the resource endowment in Zam-
bia, a question about the view that Zambiais blessed with
relatively abundant land was presented. By thisit was not
meant that | doubted the coming industrial development
policy itself which aims to correct the biased resources
allocation to the mining sector and to emphasize ag-
riculture.

The current bottleneck for Zambian industrial de-
velopment is external debt. The growing debt year by
year means in a sense that foreign currency and funds are
becoming more scarce every year. This situation
originated from the fact that dependence on copper could
not be corrected. The copper industry, which needed a
huge investment for the maintenance and expansion of
production, has continued degenerating and lost its abil-
ity to repay the debt for the whole economy in place of
other sectors which didn’t have any abilities for acquiring
foreign currencies. This, as well as the increasing de-
pendence on imports, made matters worse.

Therefore, attempts should not be made to promote
capital-intensive industries in which reliable profitability
cannot be assured. Zambiaisrich in labor rather than
capital, and that is the most favorable production factor to
be taken advantage of. The relationship to land] arable
landCmust be examined more carefully. From any point
of view, labor-intensive agriculture that should be given
priority for promotion. As Table 4-2 shows, various in-
dustries are expanding exports these days, but above all,
the growth of agricultura productsis significant.

Another major issue is the urban problems, amalignant
disease of Zambia. Even if urban non-agricultural in-
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dustries develop successfully, labor concentration in urban
areawill cause even more serious urban problems.

Poverty in Zambiais more seriousin rural areasthan in
urban areas. Industrial development and job creation
should be the most effective means to solve lasting pov-
erty. Thefirst priority isfor the improvement of food pro-
duction capacity. At the core of the poverty of sub-Sa-
haran African farmersisinstability and low productivity
of food production, which isan industry necessary for sur-
vival. Weak food production capacity heightens the risks
to thelivelihood of farmers, which in turn hinders the par-
ticipation of farmersin the market economy through vol-
untary production and the reinforcement of production

O i.e.through investment[l Food security with the de-
velopment of food productivity isthe best way to achieve
rural poverty reduction and the devel opment of a market
economy at the same time.

Of course, rural development cannot be achieved in iso-
lated villages themselves. It requires a close linkage be-
tween external demand created by the market economy
and the smooth supply of input goods. The key issueis
the functionin of mid-sized cities as centers of tradein ru-
ral areas, and the security of linkages between villages.

The functions of rural communities and local cities are
also important in terms of the promotion of exports. Be-
cause transportation to the ocean costs Zambia a lot, ex-
port to countries outside the African continent will reach
alimit in the future. Instead, Zambia should rather export
necessities to neighboring countries on a complementary
basis, where coastal countries try to specialize in trade
with countries outside the continent. Zambia has a geo-
graphical advantage that can provide ahub for land trans-
portation in Southern Africa, and this should be made the
most of. This has actually happened from the early days
in border villages. Again local mid-sized cities are ex-
pected to be the center of trade with neighboring coun-
tries.

Looking from aregional and spatia points of view, tra-
ditional urban development has occurred unevenly in the
area from the Copperbelt to Lusaka, reflecting the con-
centration of resources on the copper industry and the
governmental sector. For the correction of such heavy
concentrations, Zambia should aim at balanced land de-
velopment, initiativesin rura areas, and close linkage to
neighboring countries. Especially in terms of strength-
ening economic relations with neighboring countries, the
focus should be on cities in the Southern Province ad-
jacent to Zimbabwe and Botswana, the Eastern province
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adjacent to Mozambique and Malawi, and the Northern
Province bordering Tanzania and the Great Lake coun-
tries. Infuture, the development of the area bordering the
Democratic Republic of the Congo and Angolawill also
be focused on.

6. Conclusions— Recommendations for the Di-
rection of Assistance

6-1 Shift from needs-oriented to efficiency-ori-
ented assistance

(1) Sharp distinction between Zambian needs
and Japan’s resources capacity
Asaconclusion, | propose the direction of Japan’s of-
ficial development assistance toward Zambia, from the
viewpoint of economic conditions and policies.
When discussing Japan's assistance to Zambia, the fol-
lowing two subjects should be dealt with separately.

0i0 current conditions and the current needs for devel-
opment in Zambia
O ii00 desirable response on the part of Japan

What Zambia needs is not always what Japan can or
should supply.

In respect of ] i(] assistance to Zambia must back up
and complement Zambia's ongoing efforts for economic
reform and establishment of a market economy. The defi-
nition of assistance needs] demandImust be made ac-
cording to an accurate outline of future scenarios for eco-
nomic policies.

At the same time, it isimportant to recognize precisely
the possible elements of assistance and capacity on the
supplying side, and to clarify the significance of a con-
crete assistance plan in Zambia's efforts in devel opment.

(2) The preferable direction for the pursuit of ef-
ficiency in assistance
In approaching the huge development needs in sub-Sa-
haran African countries, Japan has been tended to supply
assistance, so to say, in a department store style. In other
words, the above-mentioned] i Owas directly connected to
0 ii00 Thismight be reasonable at the trial-and-error stage
with growing funds for assistance. The result we see now,
however, isisolated island$] pointsClof Japanese projects
floating in the vague sea of each sector.
Now that the effectiveness of assistanceis of great con-
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cern, we need to change our way of thinking. Rather than
to respond all to what Zambia asksfor, it is proper to pur-
Sue assistance that is ultimately the most effective. Rather
than the direct and short-term achievements of a single
project, Japan should aim at a continuous contribution to
Zambia's development. Thisis designed not to produce
islands or points of development but a broadef] expansion
of effects as a ‘phase’ [J systematid] three-dimensional [
and continuous contribution. For this, Japan should not
conduct assistance individually, but should cooperate with
Zambia and other organizations.

Japan should continue its efforts to have a better under-
standing of Zambia. At the same time, efforts should be
made to develop, gather, and utilize human resources that
can provide assistance suited to the particular conditions
in Zambia. Itisalso necessary to make the most of past
experiences, both successes and failures gained in the
field, since Japan has accumulated various lessons though
past assistance efforts.

In short, | propose the following three directions.

A. assistance from points to a phase, from phases to
three dimensions

B. sdection of the fields and sectors on which Japan’s
resources should be concentrated] shift from the
department store style of assistancel]

C. human resource development on Japan’s side and
the review and good use of past experiences

In the rest of this chapter, let us review the assistance
needs of Zambia in the context of the current economic
reform, and then discuss each of the three pointsA, B and
C.

6-2 Assistance needs on Zambian side in terms
of economic policies
Taking into account the future issues in Zambian eco-
nomic policies discussed in Section 3-5 in this chapter,
foreign assistance should match the needs in general as
follows.

0 iD assistance in respect of the macro-economy; i.e. as-
sistance for the international account and debt re-
duction,

O ii0human resource development; especially human
capacity building and know-how transfer in the
public sectof] including the central bankJand the
market-economy-infrastructure sectoif] such as a
stock exchangelin accordance with the systems of



amarket economy, and additionally complemen-
tary assistance to system and institutional building,
O iiidnfrastructure development and spatial develop-
ment focusing on rural communities and mid-sized
local cities, and
O ivOagricultural and industrial development for poverty
reduction including food production

Let me give some explanation for these points.

In the macro-economic terms of ] iT] financial assistance
isthe nucleus. Japan seems to have an advantage in this
area because of its relatively abundant funds. Zambia till
needs massive assistance for its balance of payments

O BOPCOby providing foreign currency. Intheory therole
of BOP assistance is expected to decrease through the lib-
eralization of foreign exchange, but Zambia still has struc-
tural weakness towards the outside as shown in 5-1.
Therefore, in order to maintain economic stability, a pre-
requisite for economic development, BOP assistance is
necessary. At the same time, the external debt must be
reduced. Japan should decide its policies in the interna-
tional scheme of debt relief including the Cologne Sum-
mit agreement and the Heavily Indebted Poor Countries

O HIPCOinitiative. Asdescribed in 3-21 30 the burden of
debt is the biggest issue for the Zambian macro-economy,
for which Japan is expected to take aggressive action.
Direct fiscal assistance to the Zambian government is still
amatter for consideration. Japan’s menu of the assistance
islimited and needs further consideration.

Asfofl ii(]] iii0and] iv[ Japan has provided a great
deal of assistance. From now on, greater effectiveness
should be pursued, paying attention to issues mentioned in
the following part of this chapter.

Other than the above four points, there is scope |eft to
Japan for further assistance. One exampleisthe reinforce-
ment of the capacity of governmental departments which
deal with the diversification of exports and the invitation
of foreign investment.

In the end, Japan always has to make an accurate esti-
mate of the absorbing capacity of Zambiato receive Japa
nese assistance, and of itsimpact on Zambian finances, in
the context of ongoing economic stabilization and fiscal
balancing. Japanese financial assistance sometimes
amounts to a huge sum in a single case, and the conse-
quent operational expensesincurred by the Zambian gov-
ernment tend also to be large. If Zambia had a solid man-
agement capacity, Japan would have to do is respond to
Zambian requests. However, attempts such as a Cash
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Budget System have not always been effective in the ac-
tual management of the expenses of each department.
Therefore, so as not to hamper the efforts of Zambian fis-
cal authorities, Japan by itself needs to examine Zambian
fiscal endorsement through the current account and itsin-
fluence.

6-3 Assistance-absorbing capacity on Zambian
side and the importance of coordination with
other projects and organizations: beyond
“Point Assistance”

| have mentioned the effectiveness of assistancein 6-1.
Thisisrequired eagerly due to the harsh redlity of wasted
assistance, adeclinein resources for assistance, and above
all, the urgent need to address poverty and underdevel op-
ment in sub-Saharan African countries. The sameistrue
for Japanese assistance toward Africa which once ignored
the possibility of the exhaustion of aid resources. Japan
will have to make considerable efforts to achieve assis-
tance effectiveness.

Of course, Japan’s efforts alone are not sufficient even
for assistancein one single project. For any assistance to
reach its expected goal, the process of assistance absorb-
ing capacity on thereceiving sidél in other word, self-help
effortstis indispensable. The effectiveness of assistance
is closely related to such absorbing capacity of Zambia.
Thisistrue especialy for Japan, which strictly restrictsits
own assistance to the current account of the receiving
countries.

Moreover, there is a limitation in the capacity of the
Zambian government as awhole and of each counterpart
ministry. Japan has to contral its assistance while evalu-
ating the absorptive capacity. Considerations of the cur-
rent account, as mentioned in the previous section, is an
important part of the evaluation of the absorbing capacity.

If the aim is towards extreme effectiveness, it is non-
sense to look for success in terms of single projects. This
gives the picture of each good result of Japanese assis-
tance floating like an island or a point in an ocean of pov-
erty.

| proposed the concept of ‘ assistance from Points to a
Phase’ first in 6-1-A, because each single project must be
placed and prioritized in relationship to development
projects in other sectors. Cohesion must be carefully
sought not only with other Japanese projects but also with
projects conducted in the same or neighboring areas by the
Zambian government, other donors, or NGOs. Specifi-
cally, Japan hasto pay attention to coordination with the
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development policies of the Zambian government in the
same sector and to consistency with other related projects
in order to avoid overlapping and to maximize the impact
of each unit of input resources. Now that each sector’s
current expenditure is strictly managed by the govern-
ment, the World Bank/IMF, and each donor as aresult of
the improvement in sectoral coordination, such careful-
ness on the Japanese side is gaining in importance.

| further proposed in 6-1-A the concept of ‘from Phases
to Three-Dimensions.” This means that Japan’s coopera-
tion must contribute to enhancing aid absorptive capacity
which enables Zambia to sustain, expand, and establish
the development impact by itself. Again, thisis not solely
about one single project. It isnot sustainable or effective
to bolster individual projects. Also, the sector coordina-
tion mentioned above should be conducted on the initia-
tive of the Zambian government through building its sys-
tem and capacity. The point is the Zambian government
must get ready for this.

It seems that thisis a type of assistance that Japan,
which has respected ‘ self-help’ efforts, has not accumu-
lated experiences. However, thisis an unavoidable task
from the viewpoint of achieving successful results.

6-4 Selection of the scope and sector: beyond
the ‘Department-store Style Assistance’

Figuratively speaking, Japan’s stance for assistance can
be described as “ poor Zambia has many serious diseases,
so let’s giveit treatment for all symptoms at the present.”
However, such wide and shallow symptomatic treatment
is not appropriate when considering the seriousness of
Zambia's condition and the limitations on Japan’s re-
sources. Deep and effective involvement in a limited
number of sectorsis now required.

| propose the selection of sectorsto be given intensive
inputs of assistance resources in accordance with follow-
ing four points.

The first point is that the selection should be done on
the understanding of the overall picture of economic dif-
ficulties and the reform effortsin Zambia. Japanese assis-
tance must change with the aim of eradicating the root
causes of the disease and to fundamentally improve
Zambia's physical constitution. In thiseffort, the key is-
sue is production reinforcement and participation in the
market economy of the people who are in poverty and at
risk for survival, such as small farmers.

The second point is to give priority to the sectorsin
which Japan is strong and has considerable experience.

Instead of covering al the important sectors, Japan should
narrow its assistance down to the sectors where it can pro-
vide effective assistance based on its accumulated expe-
rience. Without relying on the ‘ needs-approach,’” beyond
the demand principle Japan should start the ‘ assistance
menu approach’ on the donor’s side.

The third point is to give priority to existing issues
while cautiously examining new issues. With the same
amount of resources, it is usually more efficient to utilize
exigting facilities than to start with new initia investment.
Japan should not expand its investment easily to new sec-
tors and areas, but should provide more resources for
maintenance and improvement. Thisisto secure the ef-
fectiveness of existing projects.

The last point is that serious consideration should be
given on selection of the scope and sectors in terms of
consistent effective assistance and cooperation among sec-
tors. The approach to each sector in Zambia must be
made as the Japanese government or as an implementing
agency as awhole, not as the study of one individua spe-
cialist.

In the relation to this last point, the issue is the pre-
paredness of the Japanese embassy in Zambia and the
JICA Zambia office. Itisnot anindividual specialist but
the staff of diplomatic establishments and J CA who can
take charge of the coordination at the site and negotiate
with the Zambian government and other donors with a
broad view. However, such tasks are impossible when
Japan deals with so many sectors and one staff member
handles several sectors at atime. Conseguently the con-
tribution of Japan will sink into oblivion in the process of
sector coordination.

Knowing that there are various real obstacles, | dareto
propose that Japan should form a structure in which sev-
eral staff members of diplomatic establishments and the
JICA office handle one selected sector. Additionally, the
decision-making authority of the field staff should be ag-
gressively expanded. Thiswill make possible consistent
and effective sectoral assistance, policy negotiation on the
spot, and participation in coordinated implementation.
Without such a conceptual switch, what is called the ‘vis-
ible assistance of Japan’ will not be realized.

6-5 Human resource development for assistance
and review and the application of lessons
learned

In the previous section, | said that Japan should narrow
its assistance down to the sectors in which Japan has



strengths. But at the sametime, it is essential to improve
Japan’s own capacity for assistance towards Zambia. This
requires development and utilization of human resources,
and above all, proper understanding of the current situa-
tion of Zambian development. Social scientific study and
education about Zambia in Japan must be deepened as a
major premise. JICA isrequired to gather and review all
knowledge accumulated in actual assistance.

Because the technological gap between Japan and Zam-
biais so large, when the priority is given to grassroots de-
velopment needs in villages and cities, Japan's state-of -
the-art technology is not always suitable. Rather, Japan
should search for people who can transfer appropriate
technology in terms of the potential capacity to absorb the
technology. Within Japan, resources should be identified
at the local government level rather than at the national
government level, and in the private sector rather than in
the public sector. In this sense, a domestic cooperation
system for international assistance isindispensable.

Human resources in Zambia and Southern Africa natu-
rally know the best about Zambia. Also, people with ap-
propriate technology may be found in Asia. South-South
Cooperation is also important in human resources devel-
opment.
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Chapter 5. Development of the Mining and Manufacturing Industries

1. Mining Industry

1-1 Current conditions

1-1-1 Mining industry in general

Zambiais one of the world's leading producers of cop-
per. Copper and its by-product, cobalt, account for 70%
of Zambia'stotal exportd] as of 199701 Zambiaisama-
jor exporter of mineral resources, unlike other African na-
tions dependent on agriculture. Thanksto its endowment
of mineral resources, exports are generaly larger than im-
ports, recording atrade surplus or a small trade deficit at
worst. The total added value in the mining sector repre-
sents 6-10% of GDFJ during the second half of the
1990s]

Additional copper and other mineral reserves are
claimed to exist not only in the Copperbelt area but also
in many other parts of the country.

1-1-2 Copper industry

Zambiais the seventh largest producer of copper. The
copper output stood at 580,000 tons in 1983, but it de-
clined to 320,000 tons in 1997. Exports of copper prod-
uctd] metal D dropped from 410,000 tons in 1992 to
230,000 tons in 1998 as shown in Table 5-1.

Japan has been the largest or at |east the second largest

Koichi SAKAMOTC] Hamamatsu University

importer of copper produced in Zambia. In 1998, Japan
imported the copper nearly 30,000 tons, which isin de-
cline’. Imports are unlikely to increase significantly amid
moves towards privatization by foreign capital in Zambia
and similar moves among other copper exporters’.

Thailand, Malaysia and other Asian countries are im-
portant importers of Zambia's copper as well.

Copper production was falling sharply until recently
due to factors such as along period of low levels of in-
vestment in the industry, inefficient management of the
Zambia Consolidated Copper Mines] ZCCMQ the core
entity in charge of copper production, and aslump in cop-
per prices. Now production is expected to increase with
the privatization of the ZCCM and the participation of for-
eign capital.

Zambia is now the largest exporter of cobalt in the
world. The reason for thisliesin adecreasein cobalt pro-
duction in the Democratic Republic of Congdl former
Zairel] which is plagued by civil war. At present, cobalt
production stands at 4,000 tons to 5,000 tons.

1-1-3 Other mining industries

The reserves of zinc and lead are said to be among the
largest in the world. Deposits of these minerals liein
Kabwe and Kapiri Mposhi of the central region aswell as
in the Copperbelt and in the western region.

Table 5-1 Importers of copper products from Zambia

0 Unit: 1,000 tonsl]

1992 1993 1994 1995 1996 1997 1998
France 52.6 50.0 18.9 1.2 10.7 23.7 431
Japan 94.9 85.3 55.4 52.6 50.1 29.7 27.8
Thailand 374 49.0 62.6 40.9 46.9 48.3 23.6
Maaysia 333 30.2 314 211 28.6 31.8 138
United States 0.8 2.0 27.8 9.0 41.3 12.7
India 19.1 21.2 20.2 229 24.9 138 7.7
China 5.0 - - - - 4.0 33
Indonesia 5.0 35 51 7.7 28 15 23
Belgium 26.2 49.2 29.9 225 171 1.4 18
Others 1384 147.3 135.2 85.2 86.0 98.3 91.9
Total 411.9 436.5 360.7 291.9 276.1 303.8 228.0

Source: Economist Intelligence Unitd 1999bl]

1 Mitsui and Co., Ltd. and Mitsubishi Corporation are the major importers. The two companies have been extending loans to the

Zambia Consolidated Copper Mines] ZCCM [since 1968.

2 Metal products from copper minesin Zambiawere on the decliné] Interview at the headquarters of Mitsui and Co., Ltd.[] According
toitsweb site, Mitsui and Co. has started to invest in amine development projectsin Chile since 1998, the largest producer of copper
intheworld. The company plans to import 250,000 tons of copper annually. At present, Japan’'simports of coppef] metal Cstand at

300,000 tons.



Gold, jewels, precious metals, coal and other industrial
minerals are also produced. These minerals are produced
in part by small-scale enterprises.

1-2 Past and future policies

1-2-1 Achievements of development policy (in-
cluding the Structural Adjustment Pro-
grammes)

The Zambian copper industry was entirely owned by
the Anglo-American Corporation of the Republic of South
Africa between around 1928 and 1969. In 1969, the
Kaunda Administration acquired a 51% stake in the com-
pany and nationalized it. Then the KaundaAdministration
made heavy investments in development projects with for-
eign currency gained through copper exports and loans
from abroad. But such efforts in economic development,
which continued until the 1980s, ended in failure due to
inefficient investment allocation and a drop of the inter-
national market price of copper, leaving huge debts be-
hind.

Structural Adjustment Programmes led by the IMF and
the World Bank were resumed in the early 1990s. Since
then, significant progress has been made in economic lib-
eralization. However, there was little progressin ZCCM
compared with other entities until 1996. In 1996, the pro-
cess of privatizing the ZCCM started with the government
holding a 60% stake and the Anglo-American Corpora-
tion, now based in London, a 30% stake. Now most
mines are owned or are expected to be owned by foreign
capital] see Table 5-2, and Fig. 5-100 The Anglo-Ameri-
can Corporation will own 80% of the total assets.
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1-2-2 Future policies and projections

According to the government policy announced in
1995, Zambia aims to boost production and exports
through privatization, implement small-scale mining de-
velopment, promote the precious gems industry, foster the
iron ore industry] including energy development(] reduce
environmental pollution due to mining and foster the pro-
cessing industry.

According to the Policy Framework Papef] PFPfor
1999-2001 published by IMF, the process of privatizing
the ZCCM will be completed by December 1999, al-
though the process may drag on into early 2000.

Its micro-economic forecast projects an annual average
growth of 10% for copper exports as a result of the
privatization of the ZCCM. Soit is safe to say economic
recovery hinges on the mining sector.

1-3 Future challenges

1-3-1 Constraints and opportunities

(1) Constraints

The major constraints in the mining industry is social
instability in the Copperbelt. The unrest has been caused
by lay-offs by foreign affiliated companies and suspension
of the supply of social services as aresult of privatization.
Although it isunlikely that alarge-scaleriots like the one
in December 1986 will occur again, precautionary mea-
sures have to be taken as Zambiais highly urbanized and
labor unions are active in the country.

Table 5-2 Privatized mining assets and countries of foreign buyers (as of 1999)

Privatized ZCCM assets Countries of foreign buyerg] including those under negotiation(]
Konkola Deep minél New reserves discovered] South Africal Anglo American Corporation Ltd.(]
Nkana and Nchanga mine$] Largest minel] South Africal Anglo American Corporation Ltd.(]
Konkola North minél New reserves discoveredl] South Africa
Baluba and Lusanshya minél Oldest minelJ India
Ndolarefinery India
Chambishi cobalt plant China
Chambishi mining complex South Africa
Mufulira smelter Britain
Mufuliraminél Oldest mined Britain
Kansanshi mine United States
Chibulumamine South Africa, Australia, Canada
electricity transmission Britain

Sources: EIUJ 1999al] Ministry of Finance and Economic Development] 19980 Web site of Zambia Today ! newspaper(]
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Figure 5-1 The map of the Copperbelt area
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(2) Opportunities

It is estimated that copper will be exploitable for the
next 100 yearsif theyield is maintained at the levels of re-
cent years. Production is expected to increase with in-
creased investment as aresult of privatization by foreign
capital. Given the current levels of stocksin theinterna-
tional market, copper prices are not expected to risein the
short to medium term. But new technologies are likely to
boost demand for copper”.

Apart from copper and cobalt, zinc, lead and gems have
potential in the view of their estimated reserves. More
small-scale enterprises are being encouraged to join in the
production of these minerals.

1-3-2 Challenges for Japan’s assistance

(1) Challenges for development

Zambia needs to revitalize the copper industry to over-
come the heavy burden of external debts, the country’s
biggest problem, despite the debt-relief initiative for
Heavily Indebted Poor Countried] HIPCs[1 Under the
Structura Adjustment Programmes, Zambiais introducing

foreign capital, which is the only option to get over the
difficulties the country isfacing.

At the same time, Zambia should tackle environmental
problems at mines. Support for small-scale producers
should also be extended to expand the benefits of devel-
opment.

(2) Targets for Japan’s assistance

Asthe private sector is taking the initiative in revital-
izing the mining industry under the Structural Adjustment
Programmes, Japan should direct its assistance towards
matters beyond the private sphere and reducing the ad-
verse effects of the privatization process.

As an example of assistance project, a survey can be
conducted to explore minerals for small-scale producers,
in view of the strategic importance of Zambia and the cur-
rent framework of Japan’s assistance programmes. Infact,
the Japanese government conducted a survey of veins of
copper ore in the Copperbelt between 1993 and 1995. It
is preferable to cover other mineralsaswell. Foreign-af-
filiated companies and other new entrants in the mining
industry should primarily assume the responsibility for

3 Copper oreisrefined through the electrolytic process and turned into copper metal. Some 70% of copper metal is used to produce

electric wire and the remaining 30% is formed into rolled copper pl

roducts. Copper wire has been replaced by optical fiber recently.
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Table 5-3 Breakdown of Total Added Value for the Manufacturing Industry
by Product (Based on the 1994 price)

O In billion Kwachas[J

Increasd] %]
1994 1995 1996 1997
1998/96
Food, beverage and tobacco 134.6 140.8 144.3 143.8 -0.3
Textiles, apparel and leather 249 221 271 39.2 44.6
Wood and furniture 20.4 18.6 18.1 195 7.7
Paper and printing 5.7 45 4.8 7.2 50.0
Chemicals, rubber and plastics 18.1 16.2 20.6 225 9.2
Nonmetallic mineral products 4.1 4.4 4.7 4.1 -12.8
Crude Metal products 18 18 31 33 6.5
Processed Metal products 9.7 10.1 79 8.0 13
Others 0.6 0.6 0.6 0.7 16.7
Total 219.9 219.1 231.2 248.3 74

Note: Preliminary figures.

Source: Ministry of Finance and Economic Planning] 199701

possible environmental degradation they may cause.

As supplementary suggestions, assistance could be ex-
tended to other sectors/fields aswell to complement assis-
tance to the mining sector. Specifically, Japan could pro-
vide assistance in such fields as job training and social
servicesin the Copperbelt to quell social unrest there.

To make Japan'’s assistance better known to the public,
it is advised for Japanese importers of copper from Zam-
biato participate in community development activities and
intensify public relations.

2.  Manufacturing Industry
2-1 Current conditions
2-1-1 Manufacturing industry in general

(1) Overview
The manufacturing industry accounts for 30% of GDP
O as of 1997(] although some dataindicate it is more than
30%. Yet exports of manufactured goods, though increas-
ing in recent years', are small in scale.

Of the manufacturing industry, food processing ac-
counts for about 50% on a value-added basi$] see Table
5-30 Other major segments include textiles and wood
processing.

Under the Structural Adjustment Programmes, Zambia
lowered tariffsin 1996, throwing many domestic compa-
nies out of business. Public corporations, which tradition-

ally constituted the absolute share of major companies, are
being rapidly privatized.

(2) Trends in non-traditional exports

Zambia sought to diversify its export structure by in-
creasing non-traditional exports under the Structural Ad-
justment Programmes, in which import tariffs were low-
ered and the Kwachawas devalued. These non-traditional
exports showed remarkable growth. Although many of
them were agricultural products, exports of manufactured
goods such as textiles, processed foods and wood products
also jumped. The top export items in terms of export
value in 1997 were agricultural produce with 90.92 mil-
liord USOdollars, followed by textiles with 50.64 million
dollars, engineering equipment with 42.42 million dollars,
processed foods with 30.85 million dollars, and flower
products with 21.24 million dollars. With exports of con-
struction equipment totaling 12 million dollars, arela-
tively wide range of items in the manufacturing sector
contributed to Zambia's exports. Yet exports of clothing
plunged from 2.57 million dollarsin 1991 to 0.26 million
dollarsin 1997.

(3) Human resource development in the indus-
trial sector®
The current conditions of the trainind except for voca-
tional trainingOprovided in the manufacturing sector in
Zambia are asfollows. Corporate managers receive train-
ing at senior colleges or universities. Middle-level man-

4 The Export Board of Zambia says that between 1991 and 1997, animal products saw a 1,745% increase in exports, flower products
1,017%, textiles 440%, processed foods 548%, and wood products 549%.

5 Overseas Vocationa Training Associatior] 19941
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agers receive technical training at technical colleges. Af-
ter receiving such training, these managers go back to
companies they work for and get promoted. Some com-
panies provide on-the-job training for their employees.

2-1-2 Light manufacturing industry

The light manufacturing industry includes the food-pro-
cessing sector, in which brewing, maize milling and sugar
refinery are core segments.

Most companies in the light manufacturing industry
were traditionally public corporations and had an exces-
sive number of employees. As copper prices have fallen
in recent years, inefficiency associated with the import
substitution approach and government interventiori] pub-
lic corporationsJin the industry came to the surface. Un-
der the circumstances, the light manufacturing industry,
which is oriented toward the domestic market, continued
to stagnate.

Under the Structural Adjustment Programmes, the
privatization process was expedited. For example, a brew-
ing company was sold to the Anglo-American Corporation
and a sugar refining company was sold to a British busi-
ness. Lonrho, amultinational corporation doing business
extensively in Africa, began to contract out cotton culti-
vation to local farmers, raising expectations for anew re-
liable source of the raw materia for the cotton, textile and
apparel industries.

2-1-3 Other industries

The Kaunda Administration established public corpora-
tions not only in the light manufacturing industry but in
other industries as well. Foreign-affiliated companies
were generally engaged in such industries as metalwork-
ing and engineering.

The decline in international copper prices has also af-
fected these industries aswell. The resulting foreign cur-
rency shortage has led to a shortage of raw materials. The
domestic market has been stagnating. Under these cir-
cumstances, production has been much lower than the pro-
duction capacity in these industries.

Under the Structural Adjustment Programmes, Zambia
is expediting the processes of abolishing protective tariffs
and privatizing public corporations. For example, a ce-
ment company sold much of its stock to the Common-
wealth Development Corporation.

In 1980 and 1984, Japan extended atotal of nearly 1.2

billion yen in loan aid to Nitrogen Chemicals of Zambia
Limited] NCZ[ But the company had reduced its pro-
duction under the Structural Adjustment Programmes. Its
project to achieve self-sufficiency in fertilizer ended in
failure, leaving huge debts behind.

2-2 Past and future policies

2-2-1 Achievements of development policy (in-
cluding the Structural Adjustment Pro-
grammes)

Like other developing countries, Zambia adopted the
policy of import substituting industrialization after itsin-
dependence. Zambiainvested in the manufacturing sec-
tor through the Industrial Development Corporation

O INDECOO The INDECO group manufactured various
products from food to vehicles. Apart of the mining in-
dustry, the Zambian government made the largest invest-
ment in Nitrogen Chemicals of Zambia Limited] NCZ[

Under the Structural Adjustment Programmes that was
launched in 1992, tariff barriers were abolished. Asare-
sult, many domestic companies, especialy apparel busi-
nesses, were forced to shut down, and many public corpo-
rations were privatized.

The World Bank evaluates Zambia's progress highly
claiming that the country carried out the most comprehen-
sive Structural Adjustment Programmes among African
nations. Asof 31 December 1997, the maximum tariff is
set at 25%. |In capita arrangements, thereisno limit con-
cerning direct investment or real estate”.

2-2-2 Future policies and projections

As government policy, Zambiaaims to privatize public
corporations, promote deregulation and foreign invest-
ment, and boost non-traditional exports. According to the
Policy Framework Papef] PFPOfor 1999-2001, Zambia
will focus on abolishing subsidies to public corporations
and lowering import tariffs to 20% as part of the on-go-
ing reform of the manufacturing industry. This means that
sectors bound more by vested interests than any other sec-
tors will undergo reforms. The structural reform of the
government, which also involves consultation with the
private sector, will be carried out with assistance from
Germany.

Inthe field of regiona cooperation, the country is slow-
est in lowering the tariffs among the member nations of

5 In the case of Zimbabwe, the maximum tariff is 30%, and there are limits concerning direct investment and real estate.



the Common Market of Eastern and Southern Africa
0 COMESAL Thisis because Zambiais taking into ac-
count the impact on domestic companies, although the
headquarters of the COMESA islocated in the country. In
the fiscal budget for FY 1999, the government even raised
some of itstariffs. Zambia has a similar problem of be-
ing slow in lowering the tariffs with member nations of
the Southern African Development Community] SADCO

2-3 Future Challenges
2-3-1 Constraints and Potentials

(1) Constraints

Zambia's manufacturing industry does not have much
comparative advantage over its counterparts in other
Southern African nations. Multinational corporations
have export bases in the Republic of South Africa and
Zimbabwe, but not in Zambia. Despite economic liberal-
ization, Zambia's apparel industry is uncompetitive, ac-
cording to a World Bank analysis.

Zambia's manufacturing industry, excluding segments
based on agricultural and mineral products such as tex-
tiles, refined sugar and others, may lose its competitive-
ness depending on how far tariffs will be lowered by
Southern African Development Community] SADC

(2) Opportunities

According to aWorld Bank projection in 1996, exports
of manufactured goods will be extremely low until 2004.
Yet, processed goods from domestic resources such as
cotton yarn and cotton goods, refined sugar and processed
copper products have potential”.

Zambia, which has arelatively long history of urbaniza-
tion, has mature urban industries compared with other
African countries, where agriculture is the major industry.
Itissaid that the quality of the workforceisrelatively high
and that their wages are low as aresult of the devaluation
of the Kwacha.

2-3-2 Assistance Issues
(1) Development Issues

Zambiais characterized by the large share of the manu-
facturing industry, which is urban-based in nature, com-

7 World Bankd 1996[1
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pared with other African countries. Yet, Zambia's manu-
facturing industry does not have a comparative advantage
over its counterparts among other Southern African coun-
tries. Under the Structural Adjustment Programmes, im-
port tariff reductions and the process of privatization us-
ing foreign capital have prompted the “breakup” of the
Zambian manufacturing industry.

Zambia, however, should make good use of the founda-
tion provided by Zambia' s manufacturing industry that has
been built up over theyears. Also, industrial development
with local capital is necessary for the long-term economic
development strategy. It is preferable that Zambia's
manufacturing industry will focus on the domestic market
and wide job opportunities in the short- and medium-term,
as well as contribute to the nation’s exports in the long
term.

Zambia should develop industries based on domestic
natural resources, aswell asits relatively good and inex-
pensive labor force. Specifically, she can focus on such
industries as food processing] especially sugar refining]
, textiles, apparel and copper processing, capitalizing on
the comparative advantage of its agriculture and mining
industries.

(2) Tasks for assistance

10 Basic perspective

The role of Japanese development assistance for the
Zambia manufacturing industry is limited because the
private sector takes the initiative in revitalizing the
manufacturing industry under the Structural Adjustment
Programmes.

Yet in the light of Japan and other Asian nations’ ex-
perience of economic success, Japan can extend techni-
cal and other forms of assistance in two areas: industrial
technologies with a global competitive edgé] including
productivity improvementsCand government-led indus-
trial promotion policy. The latter — interventionist ap-
proach stands in contrast to the Structural Adjustment
Programmes that pursue economic liberalization. Al-
though Japan generally supports the Structural Adjust-
ment Programmes, Japan does not agree with every as-
pect of the programmes. In particular, Japan has reser-
vations about the rapid process of economic liberaliza-
tion.
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20 Suggestionsto assistance

The author has two suggestions for Japan’s assistance
to Zambia. One suggestion isto give priority to human
resources development by training. In this case, Japan
should focus on accepting trainees in Japan and/or send-
ing them to other developing countries for South-South
cooperation. With structural and institutional reforms
in rapid progress, it is difficult to send policy advisers
to Zambiain the short- and mid-term.

Training should cover industrial technologies and
policy planning for promoting industrial growth. Spe-
cifically, Japan should accept trainees including bureau-
crats involved in such policy formulation, industrial
leaders, corporate managers, middle-level managers,
engineers and technical trainer§l especialy in such in-
dustries as textiles and apparel, food processing and
metal workingl Colleges and universities can be re-
garded as such counterpart$] see “2-1-11 3071

Besides Japan, Singapore, Malaysiaand Thailand are
preferred choices for accepting trainees from Zambia®
as south-south cooperation programs. Thailand and
Malaysia are the second and third largest importers of
Zambian copper after Japan.

The other suggestion isto focus on project-type tech-
nical cooperation designed to foster small- and medium-
sized businesses. Japan should extend assistance at the
sub-sector levell industryand on the micro economic
levell businesses or projects]to strengthen Zambia's
debt-servicing capacity from along-term perspective.
Asmentioned earlier, it isdifficult to send policy advis-
ersto Zambiaat amacro economic level or on a sector
level while Zambiais undertaking the Structural Adjust-
ment Programmes.

The Copperbelt area should be an appropriate target
for Japan’s assistance for two reasons. Firstly, asamin-
ing center, the region already has a developed
manufacturing industry. Secondly, Japan is the biggest
importer of copper from Zambia. The capital city of
Lusaka, on which Japan has so far concentrated its aid,
could be an appropriate target as well.

30 Suggestionsfor relevant sector gfields

In relation to Japan’s assistance to the manufacturing
industry in Zambia, job training in the Copperbelt isim-
portant based on the fact that the privatization of min-

ing businesses has caused social unrest in the
Copperbelt.

Theidea of assisting Zambiawith job training is not
new. In 1986, the then Foreign Minister Shintaro Abe
announced a policy that regarded Zambia as a base for
Japan’s job training programme$] including third coun-
try trainingl

Anyway, such assistance should be consistent with
the above-mentioned training programmes concerning
production technology and industrial policy. As for
project-type technical cooperation, Japan should pref-
erably select fields relevant to those in which Japan al-
ready has extended assistance in Zambia. The preferred
choice may be vocational training schools offering
courses in sewing and metalwork, especially thosein
the Copperbelt to which Japan sent expertsin the past.

Japan should help Zambia keep a close watch over
the “winners” in the Structural Adjustment
Programmes. In other words, Japan should extend as-
sistance in supervision and taxation of foreign-affiliated
firmsin Zambia. To this end, Japan should preferably
accept trainees from Zambiain a systematic manner.

In the long term, Japan should preferably send indus-
trial policy advisers, if available, to Zambia's ministries
and agencies in charge of development plans, as part of
its comprehensive cooperation programmes covering
training in industrial policy, foreign capital policy and
taxation policy as well as third country training for
South-South cooperation.
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Chapter 6. Agriculture, Forestry and Fisheries

1. Agriculture Sector

1-1 Importance of agriculture sector

The rural population accounts for 56% of the total
population in Zambidl as of 19981 The high proportion
of the urban population compared with other sub-Saharan
countries deserves attention in considering agriculture in
Zambia.

Apart from the mining industry, the non-agricultural
sector is not fully developed. Therefore, the agricultural
sector has been and will be an important sector in terms
of producing food for city dwellers as well as farmers
themselves, earning foreign currency with exports of ag-
ricultural products, and creating jobs.

The agricultural sector accounted for an average of
17.7% of GDP during the 1980s. Production in the non-
agricultural sector fell after the Chiluba Administration
carried out the Structural Adjustment Programmesin ear-
nest, resulting in an increase in imports of manufactured
goods. In contrast, an increase in exports of agricultural
products edged up the proportion accounted for by the ag-
ricultural sector inthe GDP to 19.4% in 1998.

The growth rate of the agricultural sector averaged as
low as 1.5% between 1965 and 1995. Now the growth
rate has slipped into the negative. One factor for the de-
cline was that under the Structural Adjustment
Programmes since 1991, agricultural subsidies were cut
and the distribution sector was liberalized and privatized.
Anather factor was drought.

Agriculture in Zambia is characterized by its extreme
vulnerability to climate change. Agricultura production
is generally by rainfed farming and is susceptible to
droughts. In 1991/ 1992, a catastrophic drought hit
Zambia's agriculture, which iswhy Zambia needs agricul-
ture resistant to climate change.

Some 70% of the population are poor in Zambia. Of
them, about 80% livein rural areas. In that sense, food
security attainment through the development of ag-
riculture, forestry and fisheriesis an urgent issue.

The nutrition levels of the poor are extremely low. A
decrease in the nutrition level increases the incidence of
diseases and shortens life expectancy. Thisin turn pushes
down labor productivity.

The cultivated acreage in Zambiais 5,265,000 hectares,
accounting for only 7% of the country’stotal area. Of the

Kazuo HANZAWA Nippon University

total of 430,000 hectares of irrigable land, only 50,000
hectares of land is under cultivation. This means that
Zambia has a high potential for agricultural development
in that unutilized land is abundant.

Soil fertility, however, is basically not high dueto its
acidity and leaching. In recent years, a growing number
of swamps called dambos have come under cultivation.
Yet if such land use goes unchecked, precious land may
be damaged and water resources may dry up. Therefore,
pedological and ecological studies must be carried out
before cultivating new land for farming.

1-2 Structure of agricultural production

Farmersin Zambia are classified into three categories
according to the area of land they own: large-scale farm-
erg] with more than 20 hectares of land, averaging 50
hectares] medium-scale farmer$] with 5-20 hectares of
land and small-scale farmer§] with less than 5 hectares]
. The number of large-scale farmers totals 7,500, me-
dium-scale farmers 50,000, and small-scale farmers
550,000.

Zambia s agricultural production is characterized by its
dua structure. Large- and medium-scale farmers mainly
produce cash crops, and therefore they are often regarded
as the commercial agriculture sector. They stand in con-
trast to small-scale farmers who mainly cultivate crops for
their own consumption.

Many of the large-scale farmers originate from the
white settlers who started farming in colonial eras. Their
farmland is favorably located along railways and in the vi-
cinity of cities. Large-scale farmers are relatively capital-
intensive, representing a large proportion of export crop
production.

Medium-scale farmers are market-oriented, using high-
yielding varieties of maize, farm machinery, animal
power, and modern inputs such as chemical fertilizers.

Small-scal e farmers are characterized by family-run op-
erations and subsistence farming. Their farming generaly
depends on rainwater and the use of capital isrelatively
low.

Between 1980 and 1994, the commercial agricultural
sector, consisting of large- and medium-scale farmers, ac-
counted for 40% of gross agricultural production, which
comprised crop and livestock production in Zambia.
Small-scale farmers accounted for 60% during the same



period. 1n 1989, the commercial agricultural sector began
to shift their production from maize to more profitable
crops and export crop&] such as soybeans, sunflower, cot-
ton, and horticulture cropsC] Since the producer price of
maize was liberalized in 1993, the acreage under maize
cultivation has been on the rise.

Some large-scale farmers faced afinancial crisisor even
became bankrupt due to high inflation and high interest
rates after economic liberalization began. Yet large-scale
farmers, with better market access and a solid man-
agement foundation, are generally expected to overcome
the waves of economic liberalization. Large-scale farm-
ing has great potential in terms of boosting the production
of export crops.

Medium-scale farmers have been playing an important
part in producing food crops, especially maize, for city
dwellers. Yet, they have been receiving smaller loans and
using a smaller amount of modern input$] hybrid seeds
and chemical fertilizers[Ithan the national average since
agricultural subsidies were curtailed and agricultural dis-
tribution was liberalized. Therefore, government support
for medium-scale farmers deserves much consideration if
such support hel ps them achieve efficient production.

Small-scale farmers represent more than 90% of the to-
tal number of farmersin Zambia. They are generally sub-
sistence farmers. Except for those in the vicinity of cit-
ies, small-scale farmers are not expected to play a sig-
nificant role in food production for city dwellersin the
near future. Yet they are increasing their production of
cash crops, especially cotton, and they are now playing an
important role in the production of such commercial prod-
ucts. Small-scale farmers are not necessarily resistant to
the ongoing process of the economic liberalization. Food
security, including the securing of basic foods for them, is
an urgent issue. In this context, agricultural devel opment
projects should cover small-scale farmers, especially those
in outlying areas, for poverty eradication and equity.

1-3 Land system

The land system in colonial times classified land into
three categories: crown land, trust land and reserve land.
Chiefs, or traditional rulers, had the authority to distribute
trust land and reserve land. Although the government re-
tained certain rightsin trust land, traditional chief over-
whelmingly controlled reserve land under customary law.

In 1995, the land law was revised, alowing individuals
to acquire aland right. The government originally aimed
to simplify and streamline the procedure for the acquisi-
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tion of aland right. In other words, the government tried
to apply modern law to land. In line with the process of
economic liberalization and privatization, the government
intended to pave the way for a new land system in which
land, investment and financing are linked with the es-
tablishment of private land rights. But traditional chiefs
voiced objection against the government moves. Asare-
sult, the government incorporated into the land law a pro-
vision requiring individual s to obtain permission from the
competent chief or village head before acquiring a land
right.

The land that used to be reserve land is not just con-
sidered an economic good even now. Theland regimeis
basically incompatible with any form of private land own-
ership that meansthe land is cut off from local communi-
ties. Yet the land system is expected to undergo gradual
change.

1-4 Trends in agricultural production

A drop in copper prices due to sluggish demand hit
Zambiafollowing the oil crises during the 1970s. In abid
to diversify the copper-dependent economy, Kenneth
Kaunda, the nation’s first president, proactively promoted
agricultural development. The results were mounting fis-
cal and trade deficits. Kaundafailed to put the economy
on track towards recovery and left office in 1991.

The Kaunda Administration seems to have opted for the
so-called “green revolution.” The administration tried to
boost production by artificialy keeping the relative prices
of fertilizers at low levels. Specifically, the KaundaAd-
ministration established a fixed price for chemical fer-
tilizers across the country. It also unified maize prices,
bought maize in bulk from farmers, and subsidized the
distribution of maize. The idea was to boost maize pro-
duction and curtail imports, thereby saving foreign cur-
rency. Because the national unified prices alone could not
have boosted maize production in outlying areas, it is
logical to assume that the government went out of its way
to buy maize from farmersin such areas.

The Kaunda Administration had probably no choice but
to go ahead with agricultural development programmes to
rectify the urgent issue of income disparities between ur-
ban and rural areas. The programmes were also aimed at
rectifying export structures dependent on copper and cop-
ing with the consegquences of depleting copper resources.
There was no doubt a political purpose behind the
programmes—to broaden the administration’s power base.
In this way, under an agricultural policy that ignored mar-
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ket mechanisms, farmers began to produce for commercia
purposes even in areas far from cities.

Zambia once used nearly twice the amount of chemical
fertilizers per unit area than other Africa countries. Ac-
cording to the Food and Agriculture Organization of the
United Nations, for every hectare of cultivated land, Zam-
bia applied two to three kilograms of chemical fertilizers
in the 1960s, ten kilogramsin the 1970s and 15-16 kilo-
grams in the 1980s. The amount of chemical fertilizers
used per hectare peaked at 18.4 kilogramsin 1987. This
compares with the average application rate of around ten
kilograms for African countriestoday. During the 1990s,
however, the application rate fell to the levels of the
1970s.

This agricultural policy, though completely ignoring
economic efficiency, can be praised in terms of social fair-
ness. Agricultural income in remote rural areas must have
increased. Thisincreasein turn partly offset adecreasein
the amount of money mining workers sent to their rela-
tivesin rural areas due to a slump in the mining industry.
Such city dwellers, including mine workers, are said to
maintain a strong tie with the rural areas where they come
from. No doubt the bottom line was that peoplein rura
areas experienced increases in their nutritional status and
health levels.

Eventually, the agricultural policy aggravated the fiscal
situation, causing the collapse of the Kaunda Ad-
ministration. By the end of the 1980s, direct subsidies for
mai ze alone accounted for nearly 20% of the nation’sfis-
cal spending. Then the new administration led by
Frederick Chiluba addressed the reform of the distribution
of maize as recommended by the World Bank and the
IMF.

Maize production is on the decline since economic lib-
eralization, which resulted in chemical fertilizers be-
coming less accessible to the economically weak farmers
or farmersin outlying areas. These farmers are diversify-
ing their production to include drought-resistant crops, or
abandoning maize production altogether.

1-5 Marketing system of agricultural products

The Chiluba Administration, which was launched in
October 1991, committed itself to economic reformsin
line with the Structural Adjustment Programmes. As part
of such reforms, the administration is liberalizing the mar-
keting system in the agricultural sector. Theideaisto
emphasi ze price mechanisms and the market and to avoid
government intervention.

Government interventions in the agricultural sector
went too far under the Kaunda Administration. In 1974,
the national unified price system for corn was launched.
In the second half of the 1980s, the government beefed up
itsintervention into the sector. The government launched
anational unified price system for both corn and chemi-
cal fertilizers. It also bought maize in bulk from farmers.
The government even shouldered some of the transporta-
tion costs. These interventions distorted pricing systems,
which in turn constituted a factor in fiscal collapse and
excessive external debt.

The Chiluba Administration originally planned to
launch marketing reform in 1992, but the catastrophic
drought in FY 1991/1992 forced the government to put off
the reform until the next fiscal year. In the reform, maize
prices and the marketing system were not fully liberalized
because the government gave top priority to inflation con-
trol to stabilize the macro economy. The reason was that
fiscal and monetary tightening polices had caused a short-
age of funds for purchasing maize.

The full-fledged liberalization of the marketing of
maize and chemical fertilizers was launched in 1994. Al-
though direct subsidies by the government were abolished,
indirect subsidiesin various forms were maintained to this
day. This could be interpreted as being a transition to
thorough liberalization. Yet thorough liberalization istoo
rash considering the fragile agricultural infrastructure and
unstable climatic conditions in Zambia. High on the
agenda during the transitional period toward liberalization
are: 10consistency in policy implementation, 200dis-
closure of market information, 30maintenance of indirect
subsidies, 40maize stockpiling plans, 500enhancement of
the legal system, and 6[1dealing with relief supplies.

Partial liberalization of the marketing of maize and in-
puts was launched by 1993, although the government has
effectively maintained indirect market interventions until
today. The question iswhat changes the liberalization of
the marketing system brought about.

Imports of maize generally decreased. According to
FAO, annual exports averaged about 130,000 tons during
the 1980s. In the early 1990s, droughts pushed up im-
ports. In FY1991/1992, imports recorded an all-time high
of 680,000 tons. The next year, 320,000 tons of maize
was imported. But in the mid-1990s and onward, imports
averaged tens of thousands of tons, well below the levels
in the 1980s.

According to FAO, the consumption of chemical fer-
tilizers also fell. During the 1980s, annual consumption



averaged about 80,000 tons. In FY 1994/1995, con-
sumption fell to the 50,000 ton mark. Since then, con-
sumption has remained flat.

Wide fluctuations in maize prices occurred in line with
changes in output. In November 1993, thé] nominal O]
wholesale price of one bad] 90 kilogramsof maize stood
at about 5,500 Kwachas in the Lusaka public market. In
March 1996, the wholesale price jumped to 34,000
Kwachas due to a shortage of maize after the 1995
drought. Now maize prices vary greatly by region or sea-
son. In general, maize prices soar in the pre-harvest sea-
sort] December to MarchCJand fall in the post-harvest sea-
son.

Farmers can gain more profitsif they sell maize in the
pre-harvest season rather than right after the harvest. This
is why post-harvest treatment storage is high on the
agenda after the liberalization of the marketing system.
Among the factors that make it difficult for farmersto sell
maize in the pre-harvest season are lower real prices due
to inflation, write-downs during the storage period losses
due to pests, theft, etc.[] and the immediate need for cash.
Regional disparitiesin maize prices are now more evident.
Seasonal disparities in maize prices are another problem.
Merchants are said to suspend their purchase of maizein
remote rural areas during the rainy season because bad
road conditions paralyze traffic. Thisiswhy development
of the rural infrastructure including roads is urgently
needed.

Prices of chemical fertilizers are also on therise, al-
though they are increasing less than maize prices. Infla-
tion may be playing a part in price hikes, but decreasing
supplies should be playing a larger part. Itis preferable
to buy chemical fertilizers when demand is low rather than
high between October and December, the sowing season
for maizell But it israther difficult to change the tradi-
tional pattern of consumption and spending.

A policy assessment report by the Agriculture Ministry
says agricultural production is being diversified in areas
where maize production is economically inefficient, es-
pecially in outlying areas. In regions vulnerable to
droughts, there is a shift from maize to sorghum and mil-
let, which require no chemical fertilizers, to soybeans and
sunflowers, which are non-traditiona export crops, and to
cotton. It is unclear, however, whether droughts or
changesin policy have caused the shift.

There is also a trend away from maize on the con-
sumption side. Alternative crops to maize are sorghum
and millet as mentioned above, as well as sweet potatoes
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and cassava. It issaid that a growing number of consum-
ers buy maize in grain form and mill it for themselves
rather than buy maize flour in a bid to reduce food ex-
penses.

1-6 Agriculture-related services

Administrative services such as agricultural research
and extension activities are falling far behind due to cuts
in both the budget and work force at the Ministry of Ag-
riculture. Now, services such as loan programmes, the
supply of production inputs, and the distribution of prod-
ucts are mostly in the hands of the private sector. These
services are not fully servicing their purposes due to gov-
ernment policies to stabilize the macro economy. Even if
the macro economy is stabilized, the provision of these
services is expected to be limited significantly. In fact,
marketing services for agricultural products, loan
programmes and the supply of inputs are limited to small
part of regions.

The development of roadsin rural areasis a prerequi-
site for the liberalization of the agricultural sector. Ex-
tremely bad road conditions in the rainy season hamper
the activities of the private sector as discussed above.
Food cannot always be transported easily from areas
where food isin surplusto areas where food in short sup-
ply. Once the rainy season sets in, the transportation of
food from the production centers to consumption centers
becomes paralyzed. Seasonal and regional differencesno
longer stimulate production. Rather, the marketing lib-
eralization has marginalized farmers in outlying areas.

Prices of inputs for production, especially maize seeds
and chemical fertilizers, soared after agricultural loan
programmes and subsidies were abolished. These inputs
also became less available to farmers in outlying areas
where the distribution costs are high. The Food Reserve
Agency] FRAOlaunched loan programmes for chemical
fertilizers through cooperatives around 1998. However,
problems remain in terms of continuation and efficiency,
such as delays in extending loans, low repayment rates,
and low transparency associated with interventions by
politicians. The emphasis on agricultural research and
extension activities were focused on maize production.

Production is being diversified after liberalization. Pro-
duction of food crops other than maizeis growing. In par-
ticular, cultivation of drought-resistant cropsis on therise
now that droughts are becoming the norm in Zambia.
Still, the nutrition levels of peoplein rural areas are fall-
ing conspicuously due to food shortages.
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More attention should be paid to other food crops and
cash crops. In addition, emphasis should be placed on re-
search and extension activity concerning agricultural and
cultivation systems that are less dependent on chemical
fertilizers and more oriented toward the recycling of re-
sources.

In the past, the government was in charge of agricultural
loan programmes. The repayment rate by farmers was
extremely low, but the fact remains that such loan
programmes are crucial for ensuring food security in the
light of unstable agricultural production in Zambia. To
rai se the repayment rate, Zambia needs to come up with
better loan programmes. Behind the low repayment rate
liesavulnerable agricultural infrastructure and changeable
climate. Some analysts say debtors lack a sense of re-
sponsihility, but this may not be the case.

Under the Kaunda Administration, the government pro-
vided veterinary services free of charge. After liberaliza-
tion, these services are basically not free anymore. Itis
unclear that this change is to blame, but incidences of dis-
eases in livestock, especially cattle have been frequently
reported in recent years. In some areas, such diseases
killed cattle in large numbers.

In many cases, Zambians raise cattle not only as a
source of food, but also for rituals and as a symbol of
wesalth. Cattle areraised as an animal power aswell. For
medium- and small-scale farmers, cattle play an important
role in speeding up the plowing process, sowing maize
seeds for a short period of time, and boosting productiv-
ity, except in areasinfested by the tsetse fly.

1-7 Agricultural Sector Investment Programme

TheAgricultural Sector Investment Programme] ASI PO
was launched in January 1996 based on the recognition
that former agricultural investments lacked integrity and
consistency.

The purposes of the ASIP are:

10 To coordinate agricultural investments, and

20 To improve the investment mechanisms and the

policy framework.

The ASIP has five main objectives:

10 To ensurefood security at both the national and re-
gional levels,

20 To maintain and improve the agricultural infra-
structure,

30 To increase income and employment by boosting
the production of agricultural products for domes-
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tic and foreign markets,

40 To contribute to sustainable industrial develop-
ment, and

50 To improve the balance of payments through the
development of agriculture.

Unlike the individual project-type approach in the past,
the ASIPis characterized by:

10 A comprehensive approach, covering the agricul-
tural sector asawhole,

200 Respect for regional initiatives,

30 The institutional framework integrating sub-
programmes,

40 The Basket Fund system,

50 A minimum number of foreign advisers,

60 Flexibility, and

70 Decentralization and the participation of beneficia
ries.

Although the ASIPwas not so different from traditional,
project-specific programmes in which the central govern-
ment took the initiative. The government originally in-
tended to involve beneficiaries in the provinces in the
planning process of the ASIPto solve their problems. Yet
farmers, traditional chiefs and officialsin local assembly
did not participate.

The ASIP had other problems, including:

10 An inadequate support system for implementing
the programme,

20 Inadequate planning of the implementation and
management systems,

30 Theimpact of the delayed reorganization of the
Ministry of Agriculture,

40 Insufficient capacity to implement the programme,
and

50 Reduction in the agricultural-related budget.

As discussed above, the ASIP was unprecedented in
terms of the ultimate goals and its concept for implement-
ing the programme. But the programme left many prob-
lems unsolved. The ASIPwas launched in line with the
fundamental agricultural reform such as the privatization
of the agricultural marketing system and the abolition of
various kinds of subsidy programmes. It is safeto say that
the confusion associated with the reform prevented the
ASIP from producing the expected results, although insti-
tutional and structural problemsin the ASIPitself played



apart.

The process of the ASIP was extended as the second
phase of the ASIP, with bright prospects for an increasein
exports of agricultural products and the diversification of
the agricultural sector. This move was prompted by the
need to maintain the framework for policy implementation
and resources allocation, and by the need to give priority
to areas where services by the private sector are unavail-
able.

The Food Reserve Agency ] FRAL] which was estab-
lished in 1996, is in charge of reserving 50,000 tons of
corn. The agency isalso in charge of gathering and ana-
lyzing marketing information and providing thisinforma-
tion to farmers. In FY 1998/1999, the FRA launched a
programme to loan chemical fertilizers to farmers through
co-operatives as mentioned above. The new programme
alows farmers to make a repayment in kindJ with corn
or with cash. Yet, the repayment rate remains extremely
low even under the new programme. Another big prob-
lem is delayed deliveries of chemical fertilizers] basal
dressing in late January, topdressing in late February[l
Large-scale farmers are stating their dissatisfaction with
the loan programme for chemical fertilizers, saying it only
favors small- and medium-scale farmers.

Gathering, analyzing and disclosing marketing informa-
tion is essentia for the fledgling market economy in Zam-
bia. Such information services require funds. The pub-
lication of the “Weekly Market Bulletin,” which has been
carrying information on the prices of agricultural products
and inputs in major cities, came to be temporarily sus-
pended around October 1998 due to financial difficulties.

1-8 Agricultural co-operatives

The Chiluba Administration, even though its main con-
stituency was labor unions, embarked on the liberalization
and privatization of agricultural marketing. The major
reason for this was to reconstruct the economy through
macro-economic reform. The Chiluba Administration also
aimed to cut off close relations between co-operatives and
the United National Independence Party] UNIPO the rul-
ing party under the Kaunda Administration.

Agricultural co-operatives lost ground after the liberal-
ization and privatization of agricultural marketing. Now
they deal in amuch lower volume of agricultural products
and inputs than before. As mentioned before, however,
private distributors are not filling the void as expected in
many parts of the country. In fact, the situation is quite
seriousin less privatized regions such as remote rural ar-
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eas. Intheseregions, inputs including seeds and chemi-
cal fertilizers are hard to obtain, and farmers have diffi-
culty shipping maize and other agricultural produce.

If private distributors do not cover these regions for
now, co-operatives should play such roles. Thisiswhat
the government is keenly aware of. The government re-
vised the co-operative law in 1997 in a bid to promote the
development of co-operatives. But if the real intention of
the government is to expand or bolster its power base,
then that will cause abig problem. Co-operatives should
commit themselves to their original objectives. To this
end, public institutions should help them train and foster
leaders and co-op members.

1-9 Recommendations for the agricultural sector
in Zambia

One serious concern is the impact that the agricultural
marketing liberalization will have on the duel structure of
the agricultural sector. Large-scale farms are far more
privileged than small-scale farms run by Africansin terms
of size, capital and technology. They are also favorably
located—in the vicinity of cities or dong railways. Small-
scale farms, on the other hand, are disadvantaged in terms
of the transport and distribution of agricultural products.

Chemicad fertilizers are important for maize production
in Zambia, but they are not used effectively in terms of:

O iDapplication to native varieties that do not need them,

O ii0application rate[ iiiOtype of fertilizers applied] for
basal dressing and topdressing] and ivOthe dressing sea-
son. The market mechanism alone does not ensure effec-
tive application of chemical fertilizers. The government
needs to stage campaigns for the promotion of extension
service aimed at improving farmers’ skills.

At the same time, Zambia may have to review agricul-
tural policies and support systems that put too much em-
phasis on using chemical fertilizers. Zambia had intro-
duced ASIP nearly the same time of the marketing reform,
but it didn’t succeed in improving the dependence on fer-
tilizers. To this end, the Zambian government needs sup-
port for long-term agricultural research aimed at promot-
ing resource-recycling farming among other systems. But
due to financial difficulties, the Zambian government
probably cannot afford such research.

The policy shift towards agricultural marketing lib-
eralization under the Structural Adjustment Programmes
will result in unstable food production and subsequent tur-
moil in the market. A fall in the amount of chemical fer-
tilizers due to price hikes will expand maize acreage, con-
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tributing to the depletion of precious forest resources.
Population pressures are also afactor for deforestation in
Zambia. Rapid deforestation isincreasingly reported in
Zambiain recent years. Without a production shift from
maize to more profitable crops, maize farmers will be
driven into a state of poverty.

For agricultural development in line with economic lib-

eralization, the following six points are recommended:

10 Zambia should reconstruct the economy, raise the
living standards of the people, aleviate poverty,
and ensure domestic food security. As the first
step, Zambia should determine the actual state of
the agricultural production structure and make the
most of this structure.

20 Specifically, Zambia should obtain more foreign
currency and improve the balance of payments
through the promotion of export-oriented agricul-
ture, ensure the stable supply of food to city dwell-
ers, raise the living standards of rural dwellers, and
reduce poverty. To this end, large-scale farmers
should focus on export-oriented agriculture. Me-
dium-scale farmers should focus on food supply
for city dwellers. Small-scale farmers should fo-
cus on raising their living standards and reducing
poverty.

30 Top priority should be given to tackle with issues
in small-scale farming. Zambia should tackle these
problems under comprehensive rural development
programmes. These programmes mainly aim to
diversify crops, establish intensive farming, im-
prove soil fertility, develop the livestock industry,
and establish eco-friendly, resource-recycling
farming systems.

400 The second priority should be given to medium-
scale farmers. Zambia should help them ensure a
stable food supply for city dwellers. To this end,
inputs and agricultural products should be distrib-
uted without a hitch. This entails support for co-
operatives.

50 Large-scale farmers should be encouraged to in-
crease the production of export crops. To thisend,
assistance should be given to agricultural research

O covering processing of agricultural products as
wellDand loan programmes considering the rela-
tionship with small- and medium-scale farmers.

600 Zambia should develop roads in rural areas and
boost the food reserve capacity] especialy at the
level of individual farmersand in rural areas(]

2. Fisheries

2-1 Importance of fisheries

Although Zambiais aland-locked country, fisheries are
prospering, based on the country’s rivers, lakes and
marshes. Fish plays acrucial role in the Zambian diet.
Fish accounts for 55% of the total intake of protein for
Zambians.

Per capita annual consumption of fish has fallen from
twelve kilogramsin 1971 to eight kilogramsin 1992. The
factors behind the decline are unclear. Yet the worsening
economic situation and depleted fish resources may have
played a part.

Fisheries are also important in terms of employment. It
is estimated that more than 40,000 people are directly in-
volved in fisheries, accounting for 8% of the industry as
awhole. Small-scale fishermen total 30,000, small-scale
fish farmers 10,000, corporate fishermen 70, and corporate
fish farmers 20. Fishnet manufacturers, distributors of
fishery products, and boat manufactures and repairmen are
indirectly involved in fisheries.

2-2 Current conditions and problems of fishery
production

Fisheriesin Zambia are generally classified into two
segments{] iOfisheries by catch in rivers, lakes, and
marshes, and] iiOfisheries by fish farming. The former
is subdivided into sectionst] illcoastd fishery in lakes and
marshes, and] iiCoffshore fishery in large lakes such as
Lake Kariba and Lake Tanganyika. Coastal fishery is
done mainly in Bangweulu, Mweru-Luapula, Mweru-
Wantipa, Kafue, Lukanga Swamps, Upper Zambezi,
Lower Zambezi, Lusiwasi, and Itezhi-tezhi. The total
catch in these areas by licensed fishermen stood at about
58,782 tonsin 1996. Bangweulu topped the list of the ar-
eas with a large catch, followed by Tanganyika and
Mweru-Luapula. Small-scale fisheries are carried out
widely by fishermen without a fishery license as well.
Their catches are not included in government statistics.

Fish farming is on the rise across the country except for
the Southern Province. Because Northern Zambia has
high rainfall, it provides good conditions for fish farming,
which requires large amounts of water. According to data
in 1996, fish farmers totaled 4,720 and culture ponds
9,099. The average culture pond issmall in area. More
than three tons of fish are cultured per hectare of culture
pond in such provinces as Lusaka, Luapula, Eastern,
North Western, and the Copperbelt. Fish farming is at-



tracting and will be attracting attention in future as an im-
portant source of animal protein. Yet fish farming isfaced
with major problems. Firstly, fry arein short supply. The
supply of fry meets only 10% of the demand. Secondly,
Breanti] freshwater fish of the carp familyOare suffering
from incomplete development due to a shortage of feed.
Thirdly, thereis a shortage of trainers and technicians who
can give appropriate advice to fish farmers.

2-3 Current conditions and problems of market-
ing and processing of fishery products

By volume, more dried fish are traded than fresh fish in
Zambia. Dried fish accounts for some 80% of the fish
supplied to the market. The reason for thisis that storage
facilities are limited and only Mweru-Luapulahas an ice
plant. In other regions, fish buyers bring ice with them to
the unloading sites, but the ice soon melts. Therefore, the
fish lose their freshness, lowering market prices. Bad road
conditions make things worse.

Dried fish are classified into two types: sun-dried fish
and smoked fish. Because of poor handling during the
drying process, sand and tiny stones are often found on
sun-dried fish. Due to a shortage of qualified peoplein
the processing technology field, the processing sector of
a fisheries research center in Chilangais not staffed. A
high level of processing technology, like the one for
manufacturing canned food, is virtually non-existent.
Another problem is that standards on weight and pack-
aging are not established. This problem should be ad-
dressed to raise the market value of fish.

2-4 Recommendations for the fishery sector in
Zambia

Though Zambiais an inland country, the fishery sector
has a great potential because of its abundant rivers, lakes
and marshes.

Fisheriesincluding a coastal, offshore and fish-farming
play an important role in the Zambian diet, providing ad-
equate nutrition to people, and creating jobs. Boosting
fishery production, improving production efficiency, and
developing and conserving the fishery resource should be
high on the agendain view of an expected increase in de-
mand.

The following three steps are recommended.

10 Zambia should train administrative staff and tech-
nicians as a matter of urgency for fishery devel op-
ment. As discussed above, Zambia suffers from
acute shortages of human resources in the field,
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especialy technicians and extension workers spe-
cializing in fish farming.

20 Zambia should create the system to add value to
fish. To this end, Zambia should construct eco-
nomically viable refrigeration and processing fa-
cilities as part of infrastructure development, in-
cluding the systematic development of transporta-
tion networks. As discussed above, some 80% of
fish caught in Zambia are traded in the form of
dried fish or smoked fish. Thismust be arationa
style of trade given the underdeveloped in-
frastructure in Zambia. But this also represents a
loss of precious resourcesin terms of the effective
use of fishery resources and a decreasein their nu-
tritive value.

30 Amid concernsthat fishery resources are depleting,
it isimportant to take measures to prevent overfish-
ing. At the same time, Zambia should urgently
develop afish farming industry that meets various
local conditionsin Zambia. Boosting production
of fry and feed for fish farming, which is already
on the agenda for Zambia, should be dealt with
immediately. Asenvironmental conservation-ori-
ented or resource-recycling development has been
and will be an important concept, developing the
fishery industry from such aviewpoint isvery im-
portant.
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Chapter 7. Poverty Reduction and Social Development

1. Poverty

1-1 Poverty Reduction and social development
as the priority issue

Since the early 1990s, poverty reduction and socia de-
velopment have been drawing attention asthe priority is-
sue for development and assistance. The World Bank
placed poverty reduction on the main agendain its World
Development Report 1990. The United Nations Develop-
ment Programmé] UNDPhas been advocating the con-
cept of “human development” and promoting the use of
the “Human Development Indexd UDIY as an indicator
for development. The UNDP has been publishing the an-
nual Human Devel opment Report since 1990. 1n 1995, the
World Summit for Social Development was held.

In Africa, poverty reemerged as a major issue after the
1980s, which was called “the lost decade’ and “the decade
of the Structural Adjustment Programmes’ for the conti-
nent. “Social development and poverty eradication” was
at the top of the agenda at the Second Tokyo International
Conference of African Development] TICAD I1Theld in
October 1998. In Zambia, poverty deepened since the
second half of the 1970s due to the long-term impact of
economic crisis and adverse social effects caused by the
Structural Adjustment Programmes.  Since the mid-1990s,
poverty reduction has been at the center of development
plans by the Zambian government.

The Japanese government published “ Japan’s Medium-
Term Policy on Official Development Assistance” in Au-
gust 1999. In the report, “ support for poverty alleviation
programmes and social development” was the first item
on the priority area.

In this way, poverty reduction and social development
have become the most important issues both for Zambia's
development plans and for Japan’s assistance policy in
recent years.

1-2 Concept of poverty and poverty reduction
measures

1-2-1 Concept of poverty
The National Poverty Reduction Strategic Framework

1 The Government of Zambidl 199801
2 Blackden & Bhantil 19990] p. 1.

Shiro KODAMAY AD Hitotsubashi University[

worked out by the Zambian government looks at poverty
from three perspectives: income, capability, and Basic
Human Needs] BHNCI. These three perspectives need to
be considered in identifying the poverty and taking pov-
erty reduction measures. The situation in which in-
dividuals and households are poor can be defined broadly
as asituation in which they lack or don’t have much ac-
cess to, or control of, “assets’. In other words, if people
want to get out of poverty, they need to get access to, or
control of, three types of assets: directly productive assets

O land, labor, capital, agricultural inputs, etc.] human
capital asset$] education and health[] and social capital
asset§] social relations, participation, etc.[F.

In identifying the poverty, the following aspects should
be considered. Income aspect of poverty include: income
levels and changes in income levels; income distribution
and disparities; and the use and ownership of asset and
resources that influence income distribution and dis-
parities. BHN aspect includes: food, clothing and shelter;
and the access and quality of social services such aswa-
ter, health and education. The aspects of capability should
consider educatiori] especially primary educationCand
training for capacity building for the poor; nutrition and
health; and the activities of community-based groups and
women's groups.

Poverty in Zambiais caused by a combination of some
or al of the following factors:

(1) Lower levels of overall socio-economic de-
velopment

Like many other countries in Africa, Zambia suffers
from poverty partly caused by low levels of overall socio-
economic development. Income levels are low and in-
frastructure is underdeveloped. The government, the pri-
vate sector, and the people alike do not have enough re-
sources and capacity—including funds and human capital .

(2) Economic vulnerability to the world market
changes and long-term economic stagnation
Zambia experienced an economic downturn triggered
by falling copper prices on the international market in the
mid-1970s. Since then, economic stagnation has con-
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tinued. Dueto the persistent stagnation, national income
has dwindled, corporate earnings have deteriorated, and
the government budget has collapsed. Inadequate main-
tenance due to financial difficulties aggravated the con-
ditions of the existing infrastructure, which had been in-
sufficient from the beginning.

(3) Disparities and inequalities associated with
past economic development pattern

The single-product economy dependent on copper es-
tablished during the colonia eranot only created a vulner-
able economic structure. It also brought about wide dis-
parities between urban and rural areas, between the min-
ing industry and agriculture, between the line of rail and
outlying areas. Inthe agricultural sector, adual structure
was formed—afew large-scale commercia farmers on the
one hand and a great number of small-scale farmers en-
gaged in subsistence farming on the other. A dual struc-
ture was also formed in urban areas, where disparities are
enormous between a few |arge-scale businesses such as
mining corporations and micro enterprises and between
the formal sector and the informal sector. Even after in-
dependence, these dual structures generally remained in-
tact, although some progress was made in rectifying re-
gional disparities. The gaps between urban and rural ar-
eas and between the formal sector and the informal sec-
tor even widened as the government civil service and
various parastatals expanded. In such a circumstances,
now most of the poor are concentrated to either small
farmersin outlying areas or workers in the informal sec-
tor in cities.

(4) Problems associated with economic liberal-
ization and a transition to a market economy
Zambia is now moving from an state-controlled
economy. Consequently, the government has promoted
the privatization of public corporations public sector re-
form and the liberalization.
Meanwhile, the employment and income situation is
worsening. These problems are known as the “negative

impacts of the Structural Adjustment Programmes” or
“pain associated with reforms.” Therefore, specia mea-
sures should be taken for the vulnerable and those who are
greatly affected by adjustment.

In addition, attention should be paid to the fact that low
levels of overall economic development makes the tran-
sition more difficult. For example, the introduction of the
user-fee system in social services maybe difficult given
that many beneficiaries are low-income earners. Collabo-
ration with the private sector and non-profit sector for
such services will also take time given that fact that these
sectors are not yet fully developed. Even though the gov-
ernment is now directing at a market economy, there re-
mains underdeveloped market and insufficient enabling
environment including institutional and legal arrange-

ment>.

1-2-2 Poverty reduction measures

Poverty reduction measures should reflect above men-
tioned concept of poverty] income, capacity, and BHNO
The goals of poverty reduction should therefore address
economic growth, create employment, ensure access to re-
sources for the poor, develop infrastructure, and reduce
regional disparities. For capability building for the poor,
it is necessary to provide them with educational and train-
ing opportunitied] especially primary education] Itis
also necessary to empower the poor and raise women's
status. Basic human needs such as basic food, clothing
and shelter must be secured.

The Zambian government must accel erate economic
growth and increase employment opportunities as a pre-
requisite for poverty reduction. Yet economic growth
alone does not ensure poverty reduction. The government
must also increase and improve social servicesincluding
primary health care, primary education, water supply, and
sewerage to ensure that the poor have access to these ser-
vices. Economic growth and expansion of social services
are insufficient for the extremely poor and the socially
vulnerable to move out of poverty. Government needs to
take measures specifically targeted at them”.

3 ‘Thevulnerable' isaconcept, relating to poverty. Some studies regard the concept as the group most affected by changes due to the
Structural Adjustment Programmes, and distinguish vulnerability from chronic poverty caused by multiple factorg§] Bamberger et
al.[d 199600p. 3401 Here, the vulnerable is understood from a broader perspective and is regarded as covering individuals or groups
easily affected by changes in climate conditions and the natural environment] droughts, deforestation, etc.[] economic changes] the
Structural Adjustment Programmes, economic liberalization, economic crises, etc.[] and disease. In other words, the vulnerable are
those whose lives are unstable and susceptible to risks. The extent of vulnerability is believed to increase as “asset” in the broad
sense of the term decreases; “ asset” here means productive assets such asland and funds, human capital such as education, and social
capital such as kinship networks and savings clubs. Therefore, vulnerability is closely related to poverty] Blackden & Bhanu,

0 199900p. 230 In other words, the poorer people are, the more vulnerable they are, and vice versa.

4 World Bank 1997p.64.
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Table 7-1 Changes in poverty indicators for Zambia

1991 1993 1996
Percentage of the poor 69.7 73.8 69.2
Depth of poverty 62.2 60.6 53.2
Severity of poverty 46.6 40.5 323
Percentage of the poor in rura areas 88.0 922 82.2
Percentage of the poor in urban areas 48.6 44.9 46.0
Gini coefficient 0.59 0.51 0.50
Percentage of the extremely poor 58.2 60.6 53.2
Percentage of the extremely poor in rural areas 80.6 835 68.4
Percentage of the extremely poor in urban areas 323 24.4 27.3

Source: Central Statistical Officél 199701

The poverty reduction measures can be classified into
the following three types according to its targets and na-
ture;

0 i0 to provide welfare benefits or institutionalize poor
people directly;

O ii0to provide education and training for the poor and
help them organize groups designed for capacity
building; and

O iiiCto provide micro-credit and other loans to micro
enterprises, theinformal sector, small farmers, and
women.

Figuratively speaking[d illis to provide the poor with
fish[J iidis to teach the poor how to fish, andd iiidJisto
provide the poor with funds and the means to catch fish.

These three types of measures should be arranged ac-
cording to the targeted poor and the nature of the issues
involved.

Zambia today focuses on economic liberalization and
market-oriented economic management. Under such cir-
cumstances, market-oriented economic growth and in-
creased participation of the poor in the market economy
are two of the prerequisites for poverty alleviation. How-
ever, the problems of the socially vulnerable, poverty, and
inequality cannot be fully tackled by market mechanisms
alone. The state has an important role to play in al-
leviating poverty by such means as provision of social ser-
vices and programmes focused on the extremely poor and
the socialy vulnerable. The non-profit private sector aso
has an important role to play here. Thereisno doubt that
commitment on the part of government is crucial; the gov-
ernment needs to increase fiscal spending for social de-
velopment. But given thefiscal restraints and the need to

limit the budget to an appropriate scale, the amount that
government can do is limited. Moreover, the top-down
approach by the government or aid agenciesis not suf-
ficient for dleviating poverty. Participation and initiatives
by loca communities including the poor and civil society
areindispensable’.

Because the poor and their circumstances are diverse, it
is better for the poor themselves to form appropriate or-
ganizations and take theinitiative. That way, they can find
asolution suitable for them. Thisisa so-called “demand-
driven” approach®. Participation of the poor is necessary
for their capacity building aswell. Therefore, local com-
munities including the poor and the non-profit sector in-
cluding NGOs, welfare organizations and churches should
play an important role here. In this case, attention should
be given to the fact that the poor have only limited time
and money because of their poverty.

The point is how to cooperate with NGOs and other or-
ganizations in planning and implementing devel opment
and assistance projects for poverty aleviation, how to pro-
mote community participation, and how to draw on
people’s power.

2. Current Situations

2-1 Situation of poverty

Poverty in Zambiais a serious problem in need of ur-
gent attention.

Zambia lags behind the averages for sub-Saharan Africa
and its southern African neighborsin terms of the Human
Development Index, the average life expectancy, the in-
fant mortality rate, the percentage of the population who

5 These arguments were stressed in “Blantyre Statement on Poverty Alleviation in sub-Saharan Africa” in 1994 and the Oslo Confer-

encein 1995.
6 World Bankd 19970p.40.
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Table 7-2 Changes in major social indicators in Zambia

Health indicators

1980 | 1985 | 1986 | 1987-90| 1988-90 | 1990 | 1989-92| 1991 | 1992 | 1994 | 1996 Goal Sources
infant mortality rate NPAC goal: 65 by 2000 1980, 1992ZJUNICER] 199801 1986,0)
80 92 107 113| 110 109 19961MCDS$] 1998b[0, 1994TUNDPO
0 19970, 1989-19921CBS] 199701
child mortality rate* 90 94 98 1986, 1996JMCDS$] 1998b01,00
1989-19921CBSJ 199700
under 5 mortality rate NPAC goal: 100 by 2000; [ 1980, 19921UNICER] 1998(0,01
150 174 202| 203) 196| UNICEF/GRZ goal: below(] 1986, 19961MCDS$] 1998b[10]
0 200by 20010 19947UNDR] 199700,
life expectancy at birth 0 1980, 1996 1MCDSS$] 1998b0], 199410
51 5 43 45 UNDR] 19970, 19907UNDRT 199301,
population with access 75 87 76 90 1987-1990JUNDRJ 19930, 1991, 1996710
to health services(%) MCDS$] 1998b0J, 1994 1UNDR] 1997[1.
maternal mortality rate NPAC goal: 101/100,000C] 1996 1MCDS$] 1998b(, O
940| 649|0 by 2000;00 19947UNDR] 19971
UNICEF/GRZ lgoal:puttingf]
an end to the upward trend
population with access 59 27 199471UNDR] 19971
to safe water (%)
urban population with 76 50 49 1988-1990] UNDRI 199301,
access to safe water (%) 1991, 1996 1MCDS$] 1998bL1.
*number of children dying between 12 and 59 months per 1,000 live births
Education indicators
1980 | 1985 | 1986 | 1987-90| 1988-90 | 1990 1991 | 1992 | 1994 | 1996 Goal Sources
adult literacy rate 73 77 79 NPAC goal: 88 by 2000 19961MCDS$] 1998b0J, 1994101
UNDRJ 19970, 19900 UNDRJ 19930
gross primary education %6 77 1985, 19927UNICER] 1998
enrolment rate

have access to safe water, and per capita GNP. Zambia's
maternal mortality rate is slightly lower than the average
figure for the sub-Saharan countries, but higher than the
rates of its southern African neighbors. Zambia outper-
forms the averages for sub-Saharan Africain terms of the
literacy rate and the school enrollment rate. Zambialags
far behind both Nicaragua, whose GNP per capita almost
matches that of Zambia, and Vietnam, whose GNP per
capitais lower than that of Zambia, in terms of the HDI,
the under-five mortality rate, the school enrollment rate,
the percentage of the population with access to safe wa-
ter, and the maternal mortality rate’.

Thus, Zambia's social development and human devel-
opment underperforms compared with Southern African
neighbors, other African countries and developing coun-
tries.

To make matters worse, Zambia's socia indicators have
been on the decline since the early 1980s. Asaresult, the
fruit of development after Zambia's independence was
lost. HIV/AIDS incidence is extremely high and by the
year 2000, it is estimated that some 11 percent of children
under 14 yearswill be orphans’. Poverty in Zambiaisin
an extreme serious situation deserved to tackle with as
soon as possible.

7 UNDRJ 199700pp.14-15, World BankJ 1999(1p.2.
8 World Bankd 199901
9 Zambidl 1998blp. 6.

2-1-1 Statistical surveys on poverty; definition
of poverty

The Central Bureau of Statistics defined the poor ac-
cording to their expenditure levelsin its survey on poverty
during the 1990s. Since the survey was conducted, these
definitions have been applied in poverty reduction
programmes as the standard. In the survey, the poverty
line was defined as K28,979] based on 1996 pricesin
monthly spending per adult, the minimum level of con-
sumption that provides basic needs. The population
bracket living below the poverty line was defined as the
poor. Of those in this bracket, the population whose
monthly expenditure is below K20,181 was defined as
extremely pooi] core poor] The core poor or extremely
poor cannot afford the minimum level of consumption that
meets basic nutritional needs’.

2-1-2 Percentage of the poor

Nearly 70% of Zambians are poor. As shown in Table
7-1, the percentage of the pooi] the population below the
poverty line as defined abovellstood at 70% in 1991, 74%
in 1993, and 69% in 1996. The percentage of the core
poor was 58% in 1991, 61% in 1993, and 53% in 1996—
meaning that more than half the population of Zambiais



in a state of extreme poverty. Judging from this survey,
the percentage of the poor remained relatively flat during
the 1990s. This means that no significant progress has
a so been made in reducing poverty.

Because no similar survey was conducted before the
1990s, there is no way of precisely tracking down the
changes in the percentage of the poor since the 1980s. Yet
the percentage of the poor no doubt increased during the
1980s".

An ILO/JASPA survey in 1980 estimated that the poor
accounted for 60% of the population. Another survey in
the same year estimated the percentage at 48%. Judging
from social indicators such as the infant mortality rate,
poverty clearly deepened between the 1980s and the
1990s. The “Living Conditions Monitoring Survey” in
1996 indicated that many Zambians sufferred from de-
teriorating living standards even in the 1990s.

In the nationwide survey, 45% of the households sur-
veyed responded that their living conditions had worsened
over the past five years. In contrast, 27% of the house-
holds reported that their living standards had improved
over the same period™.

2-1-3 Deteriorating social indicators

Health indicators worsened between the early 1980s
and the early 1990s. Although these indicators showed
signs of leveling off in the mid-1990s, they remained
higher than the levels of the early 1980s. As shownin
Table 7-2, the infant mortality rate rose from 80 in 1980
t0 113in1992. The rate edged down to 109 in 1996. But
the rate remains 36% higher than the 1980 level, far short
of one of the objectives of the National Plan of Action for
Childreri] NPAC—reducing the rate to 65% by the year
2000. The under-5 mortality rate and the average life ex-
pectancy followed asimilar pattern.

Educational indicators deteriorated as well. The pri-
mary school enrollment rate fell significantly between the
1980s and the 1990s, although the adult literacy rate rose
dlightly during the 1990s.

Many social indicators thus have been worsening or
showing no signs of improvement at best since the 1980s.
This means that poverty has long been plaguing Zambia
and that the fruits of social development since Zambia be-
came independent—improvements in social indicators—
were eaten up in and after the 1980s.

10 UNDRJ 19970p. 46.
1 Zambia CBS] 19970p. 12.
12 UNDRJ 19970pp. 46-47.
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2-1-4 Gap between the rich and the poor and
detailed situation of the poor

The gap between the rich and the poor narrowed
slightly between 1991 and 1996. As shown in Table 7-1,
the depth of poverty O the average gap between the in-
come of the poor and the poverty line income divided by
the poverty line incomelJimproved, recording 62.2% in
1991, 58.3% in 1993, and 51.3% in 1996. The severity of
poverty] the square of the gap of the income level of the
poor and the poverty line income divided by the poverty
line incomelldeclined, recording 46.6 in 1991, 40.5 in
1993, and 32.3in 1996. The Gini coefficient improved
from 59 in 1991 to 50 in 1996.

Although the gap between the rich and the poor nar-
rowed slightly, it is safe to say that no fundamental
changes occurred in the social structure in which some
70% of the population remain poor.

So we can regard that the poverty is the most serious
problemsin Zambia, and many Zambian people still suf-
fer fromiit.

Moreover, special attention should be paid to the fact
that specific groups of people—defined by region, social
class, gender, and age—suffer from severe poverty.

Childrer] especially orphans and street children]
women, the disabled, the elderly, and the sick] including
AIDS patients[easily fall into poverty as they are more
vulnerable to economic stagnation and economic lib-
eralization, and climate changes including the incidence of
droughts. Households of children onlyd child-headed
households[] femal e-headed households, and households
with a high percentage of dependants such as the elderly
and little children tend to be poor. The UNDP report,
Zambia Human Development Report 1997, regards female
heads of households, especially those above 55 years and
between 16-19 years and their household members as the
most vulnerable groups. In the report, the vulnerable
groups also include children in large-sized rural house-
holds, unemployed youthl aged 19-34[] and male heads
of large-sized households working in the informal sector'.

In rural areas, households with inadequate access to ser-
vices and markets due to their geographical isolation and
those with limited production capacity are prone to pov-
erty. Small farmersin outlying areas and isolated areas

0 discussed later[] femal e-headed households, and farmers
lacking secure rights to land may fall under this category.
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Street children, workers in the informal sector, those
working for micro enterprises, people made redundant due
to corporate streamlining] including those waiting for re-
tirement allowances in arrears] and retirees mostly com-
prise the poor in cities. Among these, People made redun-
dant due to corporate streamlining are called the “new
poor.”

2-2 Regional disparities

2-2-1 Rural-urban disparities

Zambia experienced urbanization relatively early with
the growth of mining towns during the colonial period.
Although agricultural development was emphasized in
policy statement and rhetoric by the government after in-
dependence, the government actually put priority on urban
areas in its development programmes. The rural-urban
income gap widened, accel erating rural-urban migration.

The economic crisis and the Structural Adjustments
Programmes during the 1980s triggered inflation, the stag-
nant employment situation, and a drop in real income.
Urban population was hard hit. The income gap between
urban and rural areas narrowed and rural-urban migration
lost its momentum. However, these events did not change
the fundamental structure in which there are definite dis-
parities between urban and rural areas.

In the 1990s, agricultural marketing liberalization and
droughts hit agricultural production. The income gap be-
tween urban and rural areas may have widened again.

It is estimated that during the 1980s, the number of the
poor increased considerably in urban areas. The above-
mentioned 1L O/JASPA survey in 1980 estimated the per-
centage of the poor in urban areas at 26%. The other 1980
survey, also mentioned above, estimated the percentage at
31%." 1n 1991, the percentage jumped to 49%. In con-
trast, the percentage of the poor in rural areas was esti-
mated at 80% by the ILO/JASPA survey and at 59% by
the other survey. 1n 1991, the percentage stood at 88%.

Table 7-1 shows that the percentage of the poor remained
the same in both urban and rural areas between 1991 and
1996, but during the 1990s, living standards may have de-
teriorated in rural areas™. According to the Living Condi-

3 UNDRJ 19970p. 46.

4 CBSJ 19970p.12.

5 ibid. p. 21.

& UNDRJ 199700p. 33, p. 69.
17 Workd Bank1 1997(1p. 49.
8 CBSJ 19970p. 19.

tions Monitoring Survey in 1996, 49% of the householdsin
rural areas reported that their living conditions had deterio-
rated over the past five years, compared with 23% report-
ing conditions had improved. In contrast, 37% of the
households in urban areas responded that their living con-
ditions had deteriorated for the same period, compared with
36% reporting the conditions had improved.

Three surveys conducted in 1991, 1993, and 1996
clearly show disparities between urban and rural aress. In
these surveys, the percentage of the poor in urban areas
ranged from 45% to 49%. In contrast, the percentage of
the poor in rural areas ranged from 82% to 92%, almost
double the figure for urban areas. This means that most
rural people are the poor. Similarly, the percentage of the
extremely poor in rural areas ranged from about 70% to
80%. In contrast, the extremely poor accounted for one-
fourth to one-third of the population in urban areas.

Other indicators al so showed large disparities between
urban and rural areas. In 1990, the average life expect-
ancy at birth was 44.5 years old for men and 47.6 years
old for women in urban areas. The number was 40.3 years
old for men and 44.5 years old for women in rural areas,
three to four years old lower than the figure for urban ar-
eas. The adult literacy rate was 73% for urban areas and
45% for rural areas.

The poor in rural areas have limited access to public
services and markets, which hampers their effortsto im-
prove their capabilities and income™.

It is said that it takes an average of about an hour for
them to go to the nearest school or health center on foot.
In urban areas, al the households have at |east one health
facility within five kilometers. Inrural areas, only 52%
enjoy such a privilege™.

Disparities between urban and rural areas in terms of
health and educational services are generally widein sub-
Saharan countries, and they are especially wider in Zam-
bia’". Three-fourths of the poor are small farmersin Zam-
bia, and this has something to do with the fact that many
of the poor livein rural areas’.

Yet attention should be paid to the fact that poverty is not
limited to rural areas. Now, nearly half of the urban
population is poor amid the persistent economic stagnation.



2-2-2 Outlying areas and isolated areas

In colonial period, economic development in Zambia
centered on the region along the railway running in the
middle of the country. Since then, the gap between the
regions known asthe Line of Rail and the surrounding re-
gions called outlying areas have remained. After Zambia
became independent in 1964, the President Kaunda ad-
vocated fairness with regard to regional disparities. The
government took steps to narrow the gap between the Line
of Rail and outlying areas. But these steps did not always
produce the expected results.

Because the Line of Rail covers many of Zambia'slarge
towns including the capital city of Lusaka and townsin
the Copperbelt, the gap between the Line of Rail and out-
lying areas represent some of the disparities between ur-
ban and rural areasin the country. Yet, eveninrura ar-
eas, the gap between the Line of Rail and outlying areas
iswide. Most of the large-scale farmer$] known as com-
mercia farmersCoriginated from white settlers of the co-
lonia period and many medium-scale farmers engaging in
commercia agriculture are found in the Line of Rail area,
where infrastructure is relatively well developed. Many
farmersin outlying areas are small areasin scale. They
arerather characterized by subsistence farming and many
of them do not have draft cattle, let alone farm machinery.

Provinces where the percentage of the poor is high are
concentrated on outlying areas in the western or northern
parts of the country. In 1996, the percentage of the poor
was 90% in North-Western Province, 88% in Western
Province, 87% in Luapula Province, and 87% in Northern
Province. In these provinces, the percentage of the ex-
tremely poor was high aswell, standing at 80% in North-
Western Province, 79% in Western Province, 77% in
Luapula Province, and 76% in Northern Province™. In
sum, some 90% of the population are poor, and 80% of
the population are extremely poor in these provinces.
Provinces recording low ratings of UNDP's Human De-
velopment Indexd HDIOare all found in outlying areas.
The HDI is0.243 in Luapula, 0.289 in Eastern Province,
0.317 in Western Province, compared with the national
average of 0.371%.

Disparities between provinces in outlying areas and

¥ MCDS$J 1998bp.11, p.12.

2 UNDRJ 199700p.41.

2 CBS1 1997(1p.11.

2 JICA internal documents.

% Blackden & Bhanti] 199901p.20.
20 UNDRJ 19970p.22, p.43, p.51.
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other provinces may have widened. According to the Liv-
ing Conditions Monitoring Survey in 1996, 61% of the
households in Western Province surveyed reported their
living standards had deteriorated over the past five years.
The percentage for Eastern Province was 53% as against
the national average of 45%°". Thisindicates that the re-
gional disparities were widened recently.

Disparities between the Line of Rail and outlying areas
are so wide that the two regions almost constitute a dual
structure. Yet disparities also exist within each region and
within each province in each region. A closer look at dis-
parities at district level showsthat all the provinces except
for the Copperbelt have “underprivileged” districts called
“isolated areas.” |solated areas have been identified based
on such criteria as underdevel oped transport networks,
remoteness from markets, and a poor natural environment
for agricultura production. This classification is effective
in understanding regional disparitiesin Zambia®.

The poor are concentrated in outlying areas and isolated
areas. Given the distribution of existing infrastructure,
economic liberalization means that these areas are likely
to be left behind by economic growth.

2-3 Women and children

Women and children are the most vulnerable to poverty.
They have limited accessto, or control over, resources and
asset. They also have few options in coping with the
changing economic environment.

Women have limited access to, or control over, various
kinds of “asset’0 productive assets, human capital, and
social capitaldincluding directly productive resources,
capital, loans, and education. Thereisavicious circle
here. Women may not obtain loans because they do not
have land or property as collateral. A study shows that if
female farmers can enjoy the same degree of capital in-
vestment in agricultural inputs as their male counterparts,
Zambia's agricultural production could increase by 15%%.

In Zambia, 23% of women are not educated, double the
proportion for men of 11%. Similarly, 42.7% of women
are illiterate, almost twice the proportion for men of
22.8%™. A statistical survey conducted during the 1990s
shows a very close negative correlation between poverty
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Figure 7-1 Changes in the number of employees in the formal sector in Zambia
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and education. According to the survey, households
whose heads are uneducated are more likely to be poor.
Female-headed households are the most vulnerable.
According to the Poverty Assessment conducted by the
World Bank in 1994, femal e-headed households with a
high percentage of dependants are generally very poor.
Two surveys, conducted in 1991 and 1996, show that 73%
to 77% of the female-headed households are poor as
against 68% for the househol ds headed by men. The av-
erage annual income for female-headed households is half
the amount for male-headed households. Households
headed by widows are most likely to be poor. Thisisdue
partly to the fact that there are many cases of so-called
“property-grabbing,” in which the property left by de-
creased husbands is mostly taken by their relatives, not by
their wives or children. The percentage of female-headed
households increased from 20% in 1991 to 24% in 24%.
A study estimates that by the year 2000, the number of
orphans will reach 500,000 to 600,000 due to the spread
of HIV/AIDS. The study aso estimates that some 20% of

% MCDSS] 1998b] UNDRJ 19970p.32, p.51.
% MCDSS] 1998b] UNDRI 199700p.18.

children below the age of 18 will be orphans or at least |eft
with a sole parent®.

HIV/AIDS is beginning to threaten the welfare of
young people as well. Because the killer disease is
spreading among their parents and guardians, and it is
spreading among young people as well. Since many
young people are forced to become the heads of house-
holdsin their early years. Thisin turn forcesthem to drop
out of school.

2-4 Employment (the unemployed and the infor-
mal sector)

Asshown in Fig. 7-1, the number of employeesin the
formal sector increased after independence in 1964 until
the mid-1970s before leveling off in the late 1970s. The
number decreased after 1992, when the MMD gov-
ernment began to implement the Structural Adjustment
Programmes and economic liberalization in earnest. The
real number of employeesin the formal sector decreased
by about 80,000 from 546,000 in 1992 to 465,000 in 1998,



down 15%.

The stagnation in the number of employeesin the for-
mal sector during the 1980s translated into a surge in the
number of people not employed in the formal sector,
against abackground of a sharp increase in the total popu-
latior] the labor forcell The surge in the number of
people not employed in the formal sector in turn resulted
inincreases in the number of workersin the informal sec-
tor, jobless people, and small-scale farmersin rural areas.
Unemployment soared from 18% in 1986 to 25% in
19917 In the 1990s, even employees in the formal sec-
tor began to lose their jobs through lay-offs or early retire-
ment due to the streamlining of the public sector, es-
pecially the privatization and liquidation of parastatals.
Many of them fell into poverty and are often called the
“nhew poor.”

The informal sector has been expanding since the 1980s
due to the stagnant employment and decreased real in-
comesin the formal sector. In the 1970s, about 20% of
the urban workforce were estimated to be in the informal
sector. 1n the mid-1980s, the percentage was estimated at
around 30%°°.

Asof 1997, employeesin the informal sector outhnum-
bered those in the formal sector by 686,000 to 475,0007.
Peoplein the informal sector tend to be poor, since most
of them run small businesses on their own and their in-
comeislow and precarious.

It is clear from different surveys that men outnumber
women in the formal sector while women outnumber men
in the informal sector. A 1992 survey of the Chawama
compound in Lusaka shows that two-thirds of the male
workersin the compound are employed in the formal sec-
tor. According to the survey, female workers account for
some 80% of the informal sector, indicating that job op-
portunities for women are virtually limited to the informal
sector®. The income gap between men and women is
wide within the informal sector. The 1992 survey also
shows that women earn only half the income of men in
Chawama®. We can summarize that poverty for workers
in the informal sector is at the same time a problem for
women in urban areas.

27 UNDRJ 199700p.24.

% Kodamaya, SO 19980pp.112-113.

2 MFED 1999(1p.24.

30 World Bankd 199401

3 Moser, C. DO 199601p.33.

2 Bamberger, M. et al] 1996[1pp.20-21.
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3. Poverty Reduction Policies and Programmes

3-1 Social dimension of the Structural Adjust-
ment Programmes

The government formulated and published the “ Social
Action Programme 1990-1993" in 1990 as part of its ef-
forts to address the social impacts of the Structural Adjust-
ment Programmes. This action programme aimed to al-
leviate hardships experienced by the poor and the vul-
nerable as an adverse effect of the Structural Adjustment
Programmes. While stressing the rehabilitation and repair
of basic infrastructure, the programme aims to make so-
cial services and employment opportunities available to
the poor in the short term. Specifically, the programme
coveredi] iOhealth and nutrition]Z iiCeducationd iii Owa-
ter facility and sewerage, roads, and markets] ivJjob cre-
ation through public works, andd vOsmall businesses de-
velopment.

The programme was entirely funded by the Zambian
government budget and managed by a SAP coordinator in
the National Commission for Development Planning

00 NCDPO To ensure coordination among various organi-
zations concerned, the Zambian government established a
steering committee with representatives from line minis-
tries, donors and NGOs. The government has also estab-
lished a series of sector-related Working Groups.

The Social Action Programme faced a number of dif-
ficulties. Firstly, statistical data were insufficient for de-
signing a poverty aleviation strategy and targeting the
beneficiaries. Secondly, it was argued that the govern-
ment politically manipulated the programme to win the
1991 genera elections. Thirdly, due to inadeguate fund-
ing from government budget, the SAP could not maintain
relevant projects with government funds only™.

In the New Economic Recovery Programme: Economic
and Financial Framework 1992-1994, which the new
MMD government launched, the heading “ Social Di-
mensions’ detailed the social impact of the Structural Ad-
justment Programmes. The programme laid down a num-
ber of objectives such as promotion of health care and pri-
mary education, support for small farmers, efficient use of

7
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Table 7-3 Poverty reduction programmes in Zambia

Poverty in | National Poverty
general | Reduction Strategic
Frameworkd 19980

National Poverty
Reduction Action Plan
1999-20041 19981

Pro-poor macro-economic measures, agriculture and rural devel-
opment, infrastructure development, urban micro enterprises and
theinformal sector, human resources development, and coordina
tion/monitoring/evaluation of anti-poverty projects.

Social Socia Action
impact of Programme 1990-1993
structural [1 199000
adjustment

Alleviation of the adverse impacts of Structural Adjustment
Programmes on the poor and the vulnerable group, provision of
social services and employment opportunities for the poor, reha-
bilitation of basic infrastructure, health and nutrition, education,
water supply and sanitation, roads, markets, job creation through
public works programmes, and promotion of small enterprises.

Hedth | Health Reform Policy National Health

Fair and cost-effective basic health services, establishment of a

Educatiori] 1996[1

1199201 Strategic Plan*] 3-year |decentralized administrative system with the district as a unit,
strategy, revised every | improvement of health service supply at the district level, and re-
year(] inforcement of monitoring and evaluation.

Education | Educating our Future: BESSIP* ph.1 1999- Provision of quality basic education for al children, increase of
National Policy on 2002 school enrollment rates, and reduction of gender and regional dis-

parities.

Women | National Gender Policy | Strategic Plan for the Ad-
vancement of Women in
Zambia, 1996-2001

0 SPAWI(D 19960]

Poverty reduction and equal resource access for women, elimina
tion of gender inequalities in access to education and training,
equal accessto health services, reduction of gender inequalitiesin
power and decision-making, and promotion of the rights of girls.

Children National Plan of Action
for Childrerid NPACO
[0 199401

Reduction of the infant mortality rate; reduction of the maternal
mortality rate by half; reduction of the total fertility rate; increase
of the primary school enrollment rate to 100%; reduction of the
adult literacy rate to 12947 especially for women(} expansion of
the care and education of children under 5 years old; reduction in
child malnutrition by 25%, increase in the percentage of people
with access to clean water to 50% in rural areas and 100% in ur-
ban areas, improvement of family welfare, reduction of the num-
ber of street children, support for orphans and disabled children,
reduction of child abuse, improvement of women’'s welfare, and
advancement of women.

Source: Original

food aid, continuation of the Social Action Programme,
and implementation of small-scale, |abor-intensive, and
community-based public works programmes with the So-
cial Recovery Fund and through the Micro-Projects
Programme.

3-2 Micro-projects

3-2-1 Micro-Projects

The Micro-Projects Programme was launched in 1987
with financing from the EU. The Micro-Projects Unit
within the NCDP manages the programme. The
programme supports small, simple projects designed and
implemented by local communities. Local groups orga-
nize themselves and establish Project Committees, which
prepare project proposals and applies for financial assis-
tance. The project committee is responsible for project
implementation. The District Councils and the Provincial
Planning Unitsfirstly screen project proposals submitted
by project committees of local communities. They check

% ibid.

whether the proposals will accord with development pri-
orities for the province or district, whether the proposed
project will not duplicate existing projects, and whether
the proposed project will not entail unsustainable recurrent
costs. The screened-out proposals are then submitted to
the Micro-Projects Unit in Lusaka and screened again in
the Micro-Projects Programme Steering Committee for
final approval. The steering committee, chaired by the
NCDP's Permanent Secretary of Economic Cooperation,
comprises representatives from the Ministries of Health,
Education and Finance, and representatives of the EU.
The Micro-Projects Unit monitors the project twice dur-
ing the term of the project, regardless of the length of a
project’sduration. By thefirst half of 1991, atotd of 184
projects were approved™.

3-2-2 Social Recovery Fund Programme

The Social Recovery Fund Programme is funded by the
International Development Association] IDACO The
programme is designed to support projects that local com-



munities draw up to help protect the poor amid the Struc-
tural Adjustment Programmes. Specifically, the
programme supports micro-projects that are small, smple,
and generated at the community level and that usually in-
volve health care, nutrition, education and economic in-
frastructure. To ensure sustainability and community par-
ticipation, the programme requires local communities to
provide labor, materials and cash. The projects are
screened according to the following criteria:

O i0 Whether the project is consistent with government
sectoral strategies.

O ii0Whether the cost will be low] under 40,000
dollarsd

O iiiOWhether the project will be easily administered.

O iviWhether the local community will take the initia-
tive and sponsor the project.

0 vO Whether local residents will contribute labor, ma-
terial and cash.

O vilWhether the project will benefit the poor and other
vulnerable groups.

The Social Recovery Fund Programme has now been
integrated into the Micro-Projects Programme managed
by the Micro-Projects Unit. On a project basis, account-
ing and filed management of the two programmes have
been unified. Behind these moveslay ingtitutional weak-
ness on the part of Zambia and the fear of implementation
delays.

Because the Micro-Projects is administered from the
capital city of Lusaka, it is difficult to frequently monitor
each project. The World Bank has raised concerns over
insufficient monitoring and stressed the need to improve
criteriafor appraisal and selection of the project.

In another development, the programme has established
field offices designed to ensure that Social Recovery
Projects are accepted more favorably by local communi-
ties.

A question has now emerged as to whether priority
should be given to the screening process or the implemen-
tation process. Some argue that more time should be spent
on appraising proposed projects so that only appropriate
projects will be implemented. Other argue that more time
should be spent on monitoring the on-going projects so
that the projects will be implemented appropriately®.

3 jbid.
35 Government of Zambidl 199901
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3-3 Poverty Reduction Strategic Framework and
Poverty Reduction Action Plan

3-3-1 Poverty Reduction Strategic Framework
The government drew up the “National Poverty Re-
duction Strategic Framework” in May 1998. In its con-
clusion, the framework states that the Zambian govern-
ment will remain committed to poverty reduction on the
top of the agenda for sustainable development in Zambia.
In May 1999, the Zambian government submitted a report
on government policy to the CG meeting. The report™ re-
gards the “National Poverty Reduction Strategic Frame-
work” as an umbrella for the Sector Investment
Programme$] SIPsdand other poverty reduction efforts.
The strategic framework lays down five strategies:

00 to achieve broad-based economic growth through
agricultural and rural development

O ii0to provide public physical infrastructure

O iiilto increase productivity of the urban micro en-
terprises and informal sector

O iv[to develope human resources

0 vOto co-ordinate, monitor and evaluate poverty re-
duction programmes and activities

3-3-2 National Poverty Reduction Action Plan

The Zambian government formulated the “ National
Poverty Reduction Action Plan 1999-2004" in December
1998 as a five-year plan to reduce poverty based on the
National Poverty Reduction Strategic Framework. The
plan laid down three godls:

010 to reduce the percentage of the poor from 70% to
50%

0 ii0to enhance coordination of all the poverty reduc-
tion programmes, including those by NGOs and
the private sector

0 iiiCto monitor and evaluate the impact of poverty re-
duction programmes

The National Poverty Reduction Action Plan has made
some revisionsto the strategic framework and comprises

the following six key areas to cover:

0i0 Pro-poor macro-economic policy
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Oii00 Agricultural and rural development

The plan aims to improve farmers' access to the mar-
kets, infrastructure and information systems to increase
their market participation. Special emphasis is on
eliminating structural constraints which impinge on
women'stime use. Specifically, the plan aims to beef
up farmers' right to landd especially for women] ex-
tend loans, improve agricultural research and extension
activity, diversify agriculture, and develop rural infra-
structure.

O iiid0Provision of public physical infrastructure
Providing such physical infrastructure as roads,
bridges, canals, communication networks, power sup-
ply, educational/health facilities, water supplies and
sanitation facilities, markets, and storage facilities for
agricultural produce. The plan takes alabor-intensive
approach to the construction and maintenance of rural
roads as part of its objective to ensure community par-
ticipation in building and maintaining infrastructure.

O ivOlIncrease of productivity of the urban micro en-
terprises and informal sector
The plan aims to boost the productivity of micro en-
terprises and the informal sector by removing regul atory
constraints and improving the supporting infrastructure
and services. Specific measures include guaranteeing
their right to land and housing outside town planning ar-
eas and providing loans, market information and tech-
nical training.

0O vO Human resour ces development

The plan aims to provide education and technical vo-
cational training and to seek a wider access to health
carefacilities. Specific measures include decentraliza-
tion of these services, contracting them out to NGOs
and private companies, improving the safety net, pro-
viding cost-effective primary health care, and settling
displaced workers on newly developed land for farm-

ing.

O villCoordination, monitoring and evaluation of
poverty reduction programmes and activities

The plan specifically aims to enhance the capacity of

the Ministry of Community Development and Social

Services, which has been designated to coordinate all

% ibid.

the poverty alleviation and reduction programmes.
Poverty reduction activitieswill be reviewed every two
years.

“Agricultura and rural development” coversrura aress,
and “urban micro enterprises and the informal sector” cov-
ersurban areas. “Provision of physical infrastructure’ and
“human resources development” covers both rural and
urban areas.

Both the National Poverty Reduction Strategic Frame-
work and the National Poverty Reduction Action Plan
stress the importance of market forces and encourage
more market participation by small-scale farmers, micro
enterprises and workers in the informal sector in abid to
eradicate poverty. To this end, the strategic framework
and its action plan aim to improve the capability of the
poor to penetrate the market through infrastructure devel-
opment, better access to markets and infrastructure and
human resources development.

The National Poverty Reduction Action Plan empha-
sizes the self-help efforts of the poor and it plans to sup-
port such efforts.

The action plan also claimsit is possible to get 2.4 mil-
lion people out of poverty over the implementation period
of fiveyears. Tothisend, it is necessary to raise thein-
come for the poor from 1.2 billion US dollars to 1.8 bil-
lion US dollars, according to the plan®.

3-4 Plans on women and gender

3-4-1 “Gender in Development Division”

The history of the Gender in Development Division can
be traced back to the Women in Development Unit estab-
lished in 1986 within the NCDP during the Kaunda-UNIP
Administration. In 1988, the unit was upgraded to the
WID Department. In 1996, the Chiluba Government
transferred the Department from the NCDP to the Cabinet
Office and reorganized it into the Gender in Development
Division to further elevate the department and strengthen
itsauthority. The Gender in Development Division is now
one of the four divisions of the Cabinet Office, which co-
ordinates policies of all the government organizations.
This means that the Division has greater influence over
the decision-making process, at least formally. On the
other hand, the Division has limitations in carrying out
public relations that may carry anti-government implica-



tions. Some NGOs criticize the Gender in Development
Division for being too centrist and not carrying out activi-
ties that reach to the community and grassroots levels.

The key tasks of the Gender in Development Division
areto ensure that all the development plans, projects and
strategies are gender responsive and to coordinate gender-
related activities. Other tasks include:

0 i0 to provide government offices with technical ad-
vice and guidance on gender in devel opment

O ii0to advocate for the advancement of women

O iiiCto carry out educational activities and public rela
tions

The Gender in Development Division has formulated a
“Nationa Gender Policy” asthe guideline for integrating
the gender issue into the national development process”.

3-4-2 Strategic Plan for the Advancement of
Women in Zambia
The Zambian government, NGOs, and aid agencies for-
mulated aframework in December 1995 to implement the
Beijing Platform for Action after the World Conference on
Women in Beijing. The framework is called the “ Strate-
gic Plan for the Advancement of Women in Zambia, 1996-
2001.7%*
The plan has five priorities:

O i0 to reduce the persistent and growing burden of
poverty on women, to strengthen women'’s access
to resources, and to expand women's participation
in economic structures and policies

O ii00to eliminate gender disparitiesin access to educa
tion and training

O iiilko remove inequalities in access to health and re-
lated services

O iv[to reduce gender inequalities in power and deci-
sion-making

0 vO to promote the rights of the girl-child

87 ZARDOJ 19980p. 21, MCDSS] 1998b(1

%8 Government of Zambial 1995(1

% MCDSSJ 1998b0]

4 MCDSS] 199941

“ MCDSSJ 1998al] MCDSSJ 1998b] UNDRJ 19970p. 57.
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3-5 Children and youth

3-5-1 Children

Government devel oped the National Plan of Action for
Children in 1993. The cabinet approved the plan in Au-
gust 1994. The plan covers maternal health and child
care, basic education, food security, nutrition, and water
sanitation. The plan also lays down cross-sectoral coor-
dination, a programme management framework and moni-
toring™.

The National Plan of Action for Children aims to
achieve the following goals by the year 2000.

- to reduce the infant mortality rate from 108 to 65 and
the under-5 mortality rate from 192 to 100

- to halve the maternal mortality rate

- to reduce the total fertility rate from 6.5t0 5.4

- to achieve a 100% primary school enrollment rate

- to halve the adult illiteracy rate, from 25% in 1990 to
12% 1 with special emphasis on women[]

- to expand care and education for children below the
age of five

- to reduce child malnutrition by 25%

- to raise the percentage of people with access to clean
water and sanitation to 50% in rural areas and 100%
in urban areas

- to improve family welfare, reduce the number of street
children, to provide support for orphans and disabled
children, reduce incidence of child abuse, and advance
women's welfare and status®

3-5-2 Youth

The government has formulated the National
Programme of Action for the Youth. Under the plan, the
government plans to provide skills training for 17,000
young people aged 15 to 25 by the year 2002. As part of
the plan, the Youth Development Fund was established in
1992. Thefund isdesigned to offer micro-credit to enable
young people to secure funds to start up new business on
their own.*
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3-6 Rural development

For rural development, the government has formulated
theAgricultural Sector Investment Programmeé] ASIPO As
discussed above, the National Poverty Reduction Strategic
Framework and the National Poverty Reduction Action
Plan aim to achieve broad based economic growth through
agricultural and rural development as a key objective.

A report submitted by the Zambian government to the
1999 CG meeting outlines the primary objectives of the
government agricultural policy. According to the report,
the primary objectives are to promote more efficient ag-
ricultural production by small-scale farmers and to diver-
sify agricultural production in abid to enhance resistance
to droughts. Specific measures include:

id0 todiversify agricultural production and to secure
endurance to drought

iid0 toimprove small holder accessto inputs

iiid to provide more effective technical and advisory
services through the decentralization of adaptive
research and extension services

ivO toimprove infrastructure including feeder roads, to
promote rural finance, to support farmersin remote
areas through extension services and the devel op-
ment of rural infrastructure™

3-7 Other policies and programmes on poverty
alleviation and reduction
Apart from plans and policies for poverty reduction and
alleviation discussed above, the following anti-poverty
programmes are underway.

(1) Public Welfare Assistance Scheme

The Public Welfare Assistance Scheme] PWASOis
managed by the government] the Social Welfare Division
of the Ministry of Community Development and Social
ServicesJand funded by the government budget. The
schemeisapillar for the social safety net to alleviate the
adverse effects of economic reform on the vulnerable.
Being a pure welfare programme, the scheme is also
known as “the ultimate safety net.” It extends food, shel-
ter, health care and educational expensesto the extremely
poor. Among beneficiaries of the scheme are orphans, the
disabled, the elderly, and AIDS patients. Beneficiaries ac-

42 Government of Zambidl 19991

count for only 2% of the total population, because the
funds are insufficient and only alimited number of people
qualified for the scheme. In 1997, around 38,000 out of
139,000 applicants qualified. 1n 1998, about 15,000 out
of 128,000 applicants qualified. However, critics allege
those who have connections with politicians are more
likely to qualify.

The Health Care Cost Scheme was set up within the
PWAS in 1995 as part of health reform. The new scheme
covers the medical bills for poor people who cannot pay
them. The Ministry of Community Development and So-
cial Services and the Ministry of Health jointly manage
the scheme.

In addition to operating nursing homes directly for the
elderly, the government extends financia support for simi-
lar nursing homes, facilities for the disabled, orphanages,
facilities for AIDS patients, and others®.

(2) Public works programme for poverty allevia-
tion

Public works programmes that provide temporary jobs
for the poor through food-for-work are classified into two
types. The Programme against Malnutritiori] PAMOis de-
signed to provide drought/flood victims with food for their
work in public works projects. Similarly, the Programme
Urban Self-Help] PUSHOis designed to provide the ur-
ban poor with food for their work in public works projects
to construct roads, schools, public health centers, public
lavatories, drainage, etc in and around cities. The PUSH
isunderway in six districts and 23 compounds.

The PAM and PUSH also serve as anti-poverty mea-
sures for poor women. Most participants in these
programmes are women. The PUSH even provides skills
training for women. Through the construction and repair
of such buildings as schools and public health centers,
these programmes contribute to development in the social
sector as well*™,

(3) Micro Credit for the Poor
The government provides micro credit in collaboration
with NGOs and other partners for the poor to promote
productivity and income generation activities.
Organizations and funds that provide micro-credit in-
clude: Micro Bankers Trust] launched in 1996 which tar-

4 MCDSS] 1998al] Government of Zambid] 19990] UNDR] 19970pp. 56-58.

4 Government of Zambidl 1998b[] UNDRI 1997(1p. 57.



gets the poor giving priority to women(] Youth Devel op-
ment Fund established in 1992 as part of the National
Programme of Action for the Youth[] the National Trust
for the Disabled] arevolving fund established in 1994 to
provide credit to the persons with disabilities] the Ham-
mer Mills Project] established in 1993(] and the Rura In-
vestment Fund] part of ASIPO

Theinitial fund for the Micro Bankers Trust was pro-
vided by the Ministry of Community Development and
Socia Services. The trust was managed by seven NGOs,
which in turn are supported by the EU*.

(4) National Social Safety Net Coordinating
Committee

The National Social Safety Net Coordinating Commit-
tee covers those retrenched by the streamlining of the pub-
lic sector. The committee helps them generate income and
provides them with market skills training. The commit-
tee worksin conjunction with Future Search. The Minis-
try of Labor and Social Security supervises the commit-

tee™®.

4. Development Issues

Poverty is serious and widespread in Zambia, as some
70% of its population live below the poverty line. Social
indicators have been on the decline for years. Therefore,
poverty alleviation is Zambia's most urgent and first pri-
ority issue.

Poverty in Zambia is caused by multiple factors: low
levels of economic development in general, persistent eco-
nomic stagnation, disparities and inequalities associated
with past economic development patterns, and negative
affects associated with economic liberalization. Poverty
in Zambia takes many forms. Therefore, poverty reduc-
tion measures require a comprehensive approach, which
may be cross-sectoral or an appropriate combination of
various methods.

While poverty is serious and widespread in Zambia, re-
sources available to the government and people are lim-
ited. Therefore, it isimportant to put limited resourcesto
good use for poverty reduction, which requires a number
of stepsto betaken. Thefirst step isto identify the poor
and pinpoint the targef] targetingl] The second step isto
coordinate poverty reduction measures to avoid needless

4 MCDSSJ 1998al] MCDSS] 1998b] UNDRI 19970p. 57.
4 MCDSS] 1998a[] MCDSS 1998b[]
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duplication. Thethird step isto perform regular monitor-
ing and evaluation on the effectiveness and relevance of
poverty reduction measures. Targeting requires fact-find-
ing surveys. Monitoring and evaluation of the poverty
reduction measures require impact assessment of these
measures.

Zambia started working to reduce or alleviate poverty
in the late 1980s as part of its efforts to address the socia
dimension of the Structural Adjustment Programmes. The
anti-poverty reduction measures targeted those suffering
from the adverse effects of the Structural Adjustment
Programmes. In thefirst half of the 1990s, Zambia car-
ried out a number of poverty assessment. Based on the
results of these assessments, Zambia formulated the Na-
tional Poverty Reduction Strategic Framework and the
National Poverty Reduction Action Plan. The National
Poverty Reduction Strategic Framework placed poverty
reduction on the top of the agenda for Zambia's develop-
ment. The framework was placed as an umbrella
programme embracing the Sector Investment Programmes
and other poverty reduction efforts. Zambia should be
commended for following the right course of action in
addressing poverty in that the country carried out poverty
assessment surveys formulated comprehensive poverty
reduction programmes, and placed poverty reduction on
the top of the agenda for development. And it can be said
that Zambia made a remarkable outpuit.

The question is whether Zambia actually puts the com-
prehensive poverty reduction programme into practice and
whether the programmes will produce the expected out-
come. Thefollowing conditions are needed for the imple-
mentation of the programme:

00 10 Continued commitment by the government

O 20 Appropriate allocation of government budgets and
donor funds

0 30 Capacity building of the Ministry of Community
Development and Social Servicesin charge of co-
ordinating and monitoring the programme

5. Challenges of Development Assistance and
Japanese assistance

The New Development Strategy formulated by the De-
velopment Assistance Committeé] DACOin 1996 states
that the objective of development isto improve the qual-
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ity of people’slives. The strategy defines specific goals
for social development, including halving the percentage
of the poor by 2015. Japan’s Medium-Term Policy on
Official Development Assistance published by the Japa-
nese government in August 1999 takes these goals into
account. The policy regards “support for poverty allevia-
tion and social development” as the first item of the
agenda and cites basic education, health and medical care,
and WID/gender as the targeted fields.

Poverty aleviation and social development should be at
the center of Japan’s assistance towards Zambia given the
fact that poverty reduction is the central objective of
Zambia's development programmes and that poverty alle-
viation and social development are the first items on the
agenda for Japan's ODA.

As discussed earlier, Zambia has already formulated a
comprehensive poverty reduction strategic framework and
itsaction plan. Therefore, Japan should extend assistance
for poverty reduction and socia development in line with
this strategic framework and the action plan.

Specificaly, the framework and the action plan define the
priority fields asf] iOagricultural and rural development,

O iiJinfrastructure development(J iiiCJincrease of productiv-
ity of urban micro enterprises and informal sectord ivOhu-
man resources development, and’ vcoordination, moni-
toring and evaluation of poverty reduction programmes.
Japan can help Zambiain many of thesefields.

As specific forms or methods for assistance in poverty
reduction/alleviation and social development, Japan’s Me-
dium-Term Policy on Official Development Assistance
stresses the following points:

- Japan will help devel oping countries enhance their ca-
pacity to formulate and implement policies aimed at
addressing poverty alleviation in a comprehensive
manner. Especially, Japan will place more weight on
the “intangible” aspect of assistance such as support
for ingtitution building so that economic development
will benefit the poor as well.

- Japan will place more weight on comprehensive,
cross-sectoral approaches and community-oriented,
participatory approaches to economic assistance. In
this context, Japan will emphasize WID and gender
considerations, vocational training and creating em-
ployment opportunities, and the use of micro credit.

- Japan will place more weight on narrowing regional
disparities. To this end, Japan will extend assistance
to promote agriculture, forestry, and fisheries as well
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asrural industries. Japan will also help developing
countriesin their efforts to improve the living environ-
ment in rural areas and to nurture community organi-
zations.

With both Zambia's poverty reduction programmes and
Japan’s aid policy taken into account, the following types
of assistance will be appropriate.[] Assistance in health
care and education is excluded here to avoid duplication.
Such assistance is discussed in Chapters 9 and 10.00

- Assistance in capacity building of: the Ministry of
Community Development and Socia Services, which
play a central rolein the National Poverty Reduction
Action Plan; and the Gender in Development Divi-
sion, which plays the pivotal rolein addressing gen-
der issues

- Assistance in micro credit schemes, vocational train-
ing and agricultural support for groups of women in
rural aress

- Assistance for urban micro enterprises and the infor-
mal sector in general

- Assistance in water supply, sanitation, public health,
income generation in rural areas and urban low in-
come areas

- Assistance in formulating and implementing policies
aimed at narrowing regional disparities

- Assistance for NGOs engaging in poverty alleviation
and socia development

- Assistance in vocational training and other forms of
support for retrenchees.

It may be appropriate for Japan to make use of past ex-
perience in its assistance to Zambia to ensure continuity
and efficient development. Japan has experiencein assist-
ing a water supply project in George compound in the
capital city of Lusaka. Japan may well build on this ex-
perience and extend comprehensive assistance covering
water supply, sanitation, public health, income generation
activities in the compound and other inner cities and the
support for the informal sector.

Asfor “Grant Assistance for Grassroots Projects’, it is
necessary to put it asa part of whole poverty aleviation and
socia development, by making it consistent with poverty
reduction measures, and to set its criteriaand priority.

AsNGOs play an important role in assistance in pov-
erty aleviation, Japan should look into the possibility of
carrying out community empowerment programmes in



collaboration with NGOs.

Japan should also decide on how to cope with the Sec-
tor Investment Programmeg] SIPsOin its aid to reduce
poverty because SIPs constitute part of the National Pov-
erty Reduction Strategic Framework and the National
Poverty Reduction Action Plan.
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Chapter 8. The Environment

1. Current Conditions

1-1 Characteristics of Environmental Issues in
Zambia

1-1-1 Awareness of environment issues

In Zambia, environmental issues have not been fully
taken into account in policy formulation, as Zambia has
long been regarded as a development frontier since the co-
lonial period. Its people, as users of natural resources and
managers of the environment, have shared the optimistic
view that Zambiais blessed with an abundance of land
and natura resources for its small population and undevel-
oped economy. However, it is necessary to recognize that
serious environmental issues actually exist in Zambia.!

O In recent years, environmental awareness has been grow-
ing, as seen in the following comment: “Zambia has abun-
dant water, land, and forests, but pressure on these re-
sources has increased in recent years.”?

For example, papers on development and agriculturein
Zambiaas well as reports prepared by international orga-
nizations often state that although there is an abundance
of fertile land in Zambia, and agriculture has the potential
only apart of the area of arable land is actually utilized,
mainly due to problems with economic and agricultural
policies] World Bankd 19950p. 21

1-1-2 The characteristic of environmental is-
sues in Zambia
The following different two environmental issues coex-
istin Zambia

(1) Poverty and environment

The poverty-environment down spiral is a common
problem in poor countries, including those in Africa. In
other words, the poor destroy the environment due to pov-
erty; inturn, the environmental deterioration badly hitsthe
poor. Thus, the poor are susceptible to environmental de-

Shiro KODAMAY AL Hitotsubashi University[

terioration due to their poverty.

For example, asland use in Zambiais primarily exten-
sive farming based on shifting cultivation, deforestation is
likely to occur with the expansion of farmland due to its
population growth. Moreover, this rainfed agricultureis
susceptible to drought. At the time of poor harvest, farm-
erstry to earn cash by salling charcoal because of the lim-
ited cash income opportunity. This leads to further defor-
estation and little access to firewood increasing the labour
burden of women who collect it. It also degrades the qual-
ity and water-holding capacity of soils, thus adversely af-
fecting agricultural production.

As mentioned in Chapter 7, poverty issues in Zambia
are complex. Not only an overall low level of socio-eco-
nomic development in general, but also prolonged eco-
nomic stagnation, economic liberalization, and transition
to amarket economy are the factors that can increase pov-
erty. The Structural Adjustment Programmes and eco-
nomic liberalization also have major impacts on the envi-
ronment, which is referred to as “ adjustment-environment
linkages’.* For example, when the price of fertilizer soars
due to agricultural liberalization, small-scale farmers re-
duce or stop using fertilizer, and try to maintain produc-
tion through expansion of cultivated area, which can cause
deforestation. As aresult of a decrease in employment
opportunities and a drop in real incomes in urban areas
due to the economic crisis, the rate of population growth
intherural areasisincreasing and the expansion of farm-
land is accelerating deforestation. A drop in real incomes
and a decrease in employment opportunities, may have
forced people to look for alternative sources of income
many of which are natural resource intensive. This can
lead to environmental degradation.”

Like other sub-Sahara African countries, Zambia has a
high population growth rate. The high population growth
rate, resulting from poverty, intensifies pressures on farm-
land and natural resources, and leads to environmental
degradation.

1 Reed] 199601p.131, Theo, D. D. & Chabwela, H. NO 19991 For example, some papers on development and agriculturein Zambia
aswell asreports prepared by international organizations often state thet “although there is an abundance of fertile land in Zambia,
only apart of the area of arable land is actuarlly used, mainly due to problems with conventional economic and agricultural policies.
Nevertheless, agriculture has major potential’™ World Bankd 19950p. 201

2 IMHAJ 199901
3 Reed] 19960p. 134.
4 ibid., p. 141



(2) Mining industry, urbanization, and the envi-
ronment

The other characteristic of environment issuesin Zam-
biais environmental pollution caused by industrialization
and urbanization. Such environmental problems as pollu-
tion caused by mines and factories, waste discharged by
urban populations, water contamination by sewage, and
air pollution have often accompanied industrialization and
urbanization in Latin Americaas well asin the Asian re-
gion where industrialization has occurred rapidly. In Zam-
bia, too, these environmental problems are serious, as
Zambia's economic development has been mainly based
on the mining industry since the colonial period. Not only
the mining industry itself, but aso urbanization due to the
development of the mining industry and related industries,
has caused various environmental problems. The copper
mining industry that has been the mainstay of Zambian
economy since the colonial period has caused environ-
mental degradation.

In the process of copper mining, such as strip mining,
the ground surface is changed. Moreover, copper mines
consumed tremendous amounts of timber and charcoal for
mineshaft construction, power generation, and smelting
furnaces, thus causing deforestation around the Copperbelt
area. During the operation of copper mines, water and soil
have also been contaminated. At the Chingola mine, sev-
era thousand liters of wastewater from the mine were di-
rectly discharged into the Kafue River and air pollution
occurred during the process of refining.”

1-1-3 Causes and effects environmental deterio-
ration

(1) cCauses of environmental deterioration

In Zambia, both economic development and people’s
livelihoods largely depend on natural resources, such as
minerals, forests, land, lakes, and wildlife, and this depen-
dence on natural resources is one of the major factors of
environmental degradation. In other words, Zambia's eco-
nomic and subsistence activities are more dependent on
the exploitation of nature, due to its lower level of eco-
nomic development and general level of technical stan-
dards. Thisisthe main reason for Zambia's environmen-
tal degradation.

5 Lewis, L. A. & Berry, LO 19880pp.371-372.
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As mentioned previously, overuse of natural resources
by poor peoplein rural areas also results in environmen-
tal degradation. Most peoplein rural areas are poor with
no option but to keep using such resources until they are
degraded. Thisleads to deforestation, a decrease in the
numbers of wildlife, and overfishing.

Another cause of environmental deterioration is inap-
propriate management of natural resources, dueto lack of
understanding of environmental issues, weak administra-
tive and legal support structures, and a breakdown of the
traditional practices that previously helped to ensure the
sustainable use of nature. Lack of funds, personnel, and
facilitiesin administration makes it difficult to effectively
implement policies as well as enforce laws. Moreover,
research and studies on environmental issuesin Zambiais
inadequate. In some cases, lack of securing community
participation make it difficult to encourage local popula-
tiord communityJto protect the environment while using
natural resources sustainably.®

(2) Effects of environmental deterioration

Environmental conservation is indispensable not only
for the preservation of biological diversity but also to sus-
tain development. Asmentioned previously, environmen-
tal deterioration has an adverse effect on the poor, caus-
ing avicious circle of poverty and environmental degra-
dation.

Environmental deterioration resultsin declining agricul-
tural productivity, declining earnings of fisheries, dwin-
dling wildlife, and damage to workers health. Therefore,
unless appopriate countermeasures against environmental
deterioration are taken, economic development and pov-
erty reduction will be hindered. Deforestation has an ad-
verse effect on agriculture by degrading the quality and
water-holding capacity of soils, which then leads to adrop
in agricultural productivity. A decreasein wildlife will
damage the tourism industry, while overfishing and water
pollution will damage the fishing industry. In the urban
areas, air pollution and water pollution damage workers
health, thus affecting productivity. Power generation has
been affected by the growth of water hyacinth in the
Kafue River and Lake Kariba, partly due to water con-
tamination by wastewater from factories.’

¢ Theo, D. D. & Chabwela, H. N[O 19990pp. 163-164., IMF1 1999(1

7 IMFJ 199900 UNDRPJ 199701
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1-2 Major environmental problems in Zambia

1-2-1 Major environmental problems

Thefollowing six are major environmental problemsin
Zambiall alJdeforestation[] bOdepletion or extinction of
wildlifé] due to poachingd] cOwater pollutior] particu-
larly in urban areas[1] ddair pollutiori] particularly inthe
CopperbeltlT] esoil degradation, and] fCwaste disposal.
According to the National Environmental Action Plan es-
tablished in 1994, the abové] alltd] elJare regarded as the
five major environmental issuesin Zambia. On the other
hand, the New Economic Recovery Programme 1992 —
1994 regards$] alltd] fexcept] elas pressing environ-
mental issues. In some studies[] alJtd] cOare regarded
as the three major environmental issues.”

1-2-2 Deforestation

(1) Present situation of deforestation

The area of forest in Zambiais estimated to be 30 to 50
million hectares, accounting for 40 to 60% of the total
land area. The area of state-owned Forest Reserves under
the responsibility of the Forest Department covers 7.4
million ha, or 10% of the total land area; the area of Game
Reserves including National Parks is 24 million ha;’ and
the area of plantationsis only 50,000 ha.

Despite aforest protection strategy to establish Forest
Reserves, deforestation isincreasing. However, an accu-
rate figure regarding the rate of declinein forest areais not
available. Some studies claim that in the 1980s, the for-
ested area decreased by 2.6% annually, and 900,000 ha of
forest was destroyed in 1990," while others state that a
decrease is about 250,000 ha.annualy.™ Only 5.1% of the
Forest Reserves remain intact, while 39.4% are threat-
ened; 16.2% are encroached; and 3.2% are depleted.”

8 JICAJ 199801p.16., MORJ 1992(] ODL] 199401p.31.
9 JICA internal document

1 Reed, DO 199601p.136.

1 JICA internal document

2 Chidumayad] JICAO 1998(11

(2) Causes of deforestation
The major cause of deforestation is conversion to farm-

land, followed by the collection of firewood and charcoal

production.
10 Expansion of farmland

O i0A high population growth rate and extensive cul-

tivation methods based on shifting cultivation lead to
the expansion of the area of farmland. Liberalization of
agricultural marketing under the Structural Adjustment
Programmes resulted in increased prices of fertilizer.
Employment opportunities have decreased in urban ar-
eas, and a proportion of the urban unemployed has re-
turned to the rural areas. Accordingly, the population
growth ratein rural areasisincreasing, thus accelerat-
ing the expansion of farmland.”® One estimate suggests
that 95% of deforestation is attributable to farming. Ac-
cording to one study, the area of deforestation by farm-
ingis 8,500 km? annual ly, while the area of deforesta-
tion due to firewood collection and charcoal production
amounts to 525 km? annually. Thus, it is estimated that
the total area of deforestation due to farming accounts
for 15 to 19% of the total land area.™

200 Collection of firewood and charcoal production
Though the expansion of farmland is the mgjor cause
of deforestation, the collection of firewood and charcoal
a so contributes to deforestation in peri-urban areas. In
the Copperbelt, for example, 38% of the total deforested
ared] 840,000 hadwas attributabl e to the collection of
firewood and charcoal, and 37% was caused by conver-
sionto farmland.” The collection of wood for charcoal
production spreads outwards from urban areas.”
There is much demand for charcoal, due to the high
urbanization rate. Firewood isthe major energy supply
in Zambia. Energy supply in 1990 was 5.85 million
metric tonnes] in terms of crude oil[J consisting of fire-
wood] 58%[] charcoall 12%[] electricity] 12%[] and

1 According to Reed 1996, there is a positive correlation between urban unemployment and the area under maize cultivation. How-
ever, the elimination of fertilizer subsidies may not have increased the cultivated area. Small-scale farmers, in particular, used
limited amounts of fertilizers even before the elimination of fertilizer subsidies. Therefore, land use in Zambia has focused on
extensive cultivation based on shifting cultivation, regardless of the level of fertilizer usé] Reed, D1 ed.[l 1996[1p.138(]

1 0OD0 199401
5 ibid.
16 JICA interna document



coal] 6% However, charcoal rather than firewood,
has been the major cause of deforestation. Asthe de-
mand for domestic firewood in the rural areas can be
fully met by falen branches and dead trees, large-scae
deforestation is not likely to occur. Of the area of de-
forestation due to the collection of firewood and char-
coal production, it is estimated that about 90% is attrib-
utable to charcoal production. Annual household con-
sumption of charcoal is estimated to be 1,046 kg in ur-
ban areas, compared to 100 kg in rural areas. Moreover,
in urban areas, annual firewood consumption per house-
hold is 635 kg. Therefore, deforestation due to the col-
lection of timber for firewood and charcoal is mostly
caused by woodfuel consumption in urban areas.”®

Most charcoal furnaces produce charcoal by simply
covering the wood with mud. The resulting low rate of
conversion into charcoal worsens deforestation as
well.” For poor farmers who have limited cash income
opportunities, charcoal burning is arelatively in-
expensive means to obtain cash. This also accelerates
the deforestation that is due to the collection of timber
for firewood and charcoal.

30 Copper Mining industry

Another cause of deforestation is the use of timber
and charcoal in copper mines. It is estimated that in the
mining and metallurgical operations 0.4 m® of wood
was used for every tonne of copper produced. Miombo
woodland has been exploited for mining timber and
poles at the mines in Copperbelt since the 1930s. Lum-
ber has been used as fuel for thermal power plants at
mines. From 1947 to 1960, the mines consumed about
50,000 tonnes of timber per year on average. During
thefirst haf of the 1950s when the mining industry was
at its peak, more than 10,000 ha of forest were logged
per year. Inthefirst half of the 1960sjust beforeinde-
pendence, the logged area gradually decreased to 2,500
ha per year. Currently the copper mining industry uses
about 19,000 tonnes of indigenous timber per year. An
additional 9,500 tonnes of timber for smelting furnaces
and sawn wood comes from plantation forests.”

7 JICAO 19980p. 34.

180D 199401

1 JICA internal document

2 0D 1994p.32., Lewis, L. A. & Berry, L[ 198801p.371.
2 JICA internal document

2 J)CAJ 19980p. 19.
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Another cause of deforestation, in addition to the above
three causes, is that the Forest Department in charge of
Forest Reserves is not competent enough to completely
prevent deforestation. In fact, illegal settlements have
been encroaching on Forest Reserves.

(3) Development of a Forestry Action Plan and
review of laws and organization

Forest management policy was first established in the

1940s during the colonial period and remained in force
until the early 1990s without major changes. This policy
gives the exclusive authority to the Forest Department for
the policy implementation. It ishighly centralised struc-
ture, which ignores the participation of local people.
However, global paradigm shift in forest conservation aso
affected the Zambian government. In the 1990s, the gov-
ernment started to review its forest policy and institutional
arrangement. Accordingly, the development of the Zam-
bia Forestry Action Plan started in 1995 and was com-
pleted in 1997.

M easures suggested in the Forestry Action Plan are as

follows:?

- Involving local communities and the private sector in
sustainable utilization devel opment and management
of forest resources by providing incentives and the
transfer of ownership of forest resources.

- Integrating agriculture, tree planting and natural for-
est management, especially in areas where deforesta-
tion has occurred due to agricultural activities.

- Strengthening the management capacity of the Forest
Department.

- Reviewing forest produce fees including stumpage,
choreal and concession fees to reflect real and envi-
ronmental costs, and to improve forest revenue collec-
tion so as to generate income for forest management
and community development.

- Minimizing dependence for energy on wood fuel.

- Preparing a forest management plan and forest inven-
tory.

Following the establishment of the Forestry Action
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Plan, legal and institutional frameworks have also been
reviewed, accordingly. The Forest Act of 1974 is cur-
rently under review. ThisAct, based on the outdated phi-
losophy that Forest Reserves should be established to ex-
clude local community, stipulates that preservation and
protection of forest should be carried out through the es-
tablishment of exclusive reserves. TheAct has a number
of weaknesses such as the lack of provisions for commu-
nity participation in forest resource management. There-
fore, local communities do not get sufficient benefit from
the use of forests. ThisAct does not have any provisions
for development of forest management plans, either.® As
mentioned previously, illegal settlements have con-
tinuously encroached on Forest Reserves, causing sig-
nificant degradation of forestry resources. This shows a
substantial gap between the legal and institutional frame-
work on the one hand, and the actual situation on the other
hand. The revision of the Forest Act is designed to nar-
row the gap. Asof 1999, the hill is under deliberation in
Parliament.

Reorganization of Forest Department is also underway
to transform it into a Forestry Commission or Forest Au-
thority with semi-autonomy.* Asall forestry-related rev-
enues are appropriated by the central government, an in-
dependent public corporation should be able to securein-
dependent financial resources, and feedback the revenues
from forestry resources to local community. The Forest
Department received relatively preferential treatment in
terms of budget allocationsin the 1970s. However, in the
past 30 years since independence, basic information on
forestry resources, including a forest inventory, has not
been compiled. Thisiswhy its structural inefficiency has
been criticized.”® In other words, reorganization of the
Forest Department is not only a part of civil service re-
form but also an effort to change forest management poli-
ciesinto amore community-driven policies.

(4) Current measures
As of 1997, the following measures for forestry con-
servation have been adopted.”

% jbid. p. 28

2 JICA internal document, JICAC 1998[1p.28.
% JICA internal document, UNDR] 199701

% JICAO 199801p.19.

2 Ministry of Financél 1992(1

- The national tree planting programme

- The soil conservation and agro-forestry programmein
agricultural regions

- Establishment of fuelwood plantations

- Electrification in urban areas to reduce the demand for
fuelwood

The New Economic Recovery Programme 1992 — 1994
states that the government, under the National Energy
Strategy developed with the assistance of the World Bank
and UNDP, should improve forest management and pro-
mote the use of stoves and ovens with high energy effi-
ciency.”

1-2-3 Depletion and extinction of wildlife

(1) Current situation

The wildlife protection policy originated during the
1940s, when the Department of Game and Tsetse Control
was established, and Game Reserves and Controlled Hunt-
ing Areas were set up. In 1950, the first national park,
Kafue National Park, was established. After indepen-
dence, in 1970, the Nationa Parks and Wildlife Actd Zam-
biaAct, Cap. 316[0was enacted. In 1972, based on this
Act, 17 places including Game Reserves were designated
as national parks, and most Controlled Hunting Areas be-
came Game Management Areas] GMAsO”

The National Parks and Wildlife Act 1971 aimsto pro-
tect wildlife based on the same principles as in the colo-
nial period. More specifically, thisAct aimed to protect
wildlife through designating certain areas where hunting
is prohibited and local people are excluded, or where lo-
cal people are alowed to live but hunting is regulated. In
national parks, it is prohibited to kill wildlife by hunting,
and local people are not allowed to inhabit these areas. At
present, there are 19 national parksin Zambia, with ato-
tal areaof 64,000 km?, accounting for 8% of the total land
area, whereas there are 34 GMAS, accounting for 22%.
The proportion of such reservesto the total land areais
larger than in neighboring countries. In general, GMAs
have been established around national parks, serving as

% Yoneda, KO 19960p. 12., Gibson, C. C[0 1999(1pp. 25-26., p. 34, p. 65



buffer zones. Hunting is regulated by alicensing system,
and hunting exceeding the quotais prohibited. However,
thereisno rule or law regulating the population and farm-
land area allowed in GMAS, in order to protect the envi-
ronment of natural habitats. These reserves, in fact, can-
not exist without the understanding and cooperation of
local people.”

The Department of National Parks and Wildlife Service

O NPWSLJ which belongs to the Ministry of Tourism, isin
charge of the management of reserves and wildlife pro-
tection. The Department of Wildlife Servicesin the co-
lonial period was reorganized several times to take the
form of the NPWS under the Ministry of Land Resources
in 1974, and was then transferred to the Ministry of Tour-
ismin 1987.%

Notwithstanding the establishment of such reserves, en-
vironmental deterioration of natural habitats and depletion
of wildlife are significant. Two-thirds of GMAs are de-
pleted, while 26.4% of the area of national parksis en-
croached, and 15.8% is depleted.* Asaresult, 30 species
or subspecies of animals are on the verge of extinction or
are endangered. In most wildlife habitatsin Zambia, hunt-
ing has been carried out traditionally. However, wildlife
started to become markedly depleted in the late 1970s
when poaching became prevalent. Elephants numbersfell
3% per year between 1960 and 1985, but they fell 9% per
year between 1985 and 1993.% It is said that wildlife
products equivalent to 500 million dollarsin value were
poached between the mid-1970s and the late 1980s.* The
economic crisis in the mid-1970s al so accelerated poach-
ing in the following two ways. One is that rural in-
habitants whose income and employment opportunities
decreased due to the economic crisis strove to supplement
their income by selling wildlife meat, or to earn money by
selling elephant tusks and rhinoceros horns to organized
poaching gangs. The other isthat the law enforcing ca-
pacity of NPWS declined due to public spending re-
ductions in the economic crisis, which made poaching
easier. Not only rural inhabitants and the organized
poaching gangs but also various people, such as politi-

2 Yoneda, K[ 1996[1p.12.

% jhid. p. 12.

3L JICAD 19980p. 21.

% Reed, DO ed.[l 199601p. 134.

% Lungu, F. BO 1990001p.116.

% Gibson, C. CJ 19990pp. 52-58, Reed, DUJ 19960p. 134.
% Lungu, F. BO 199000p.116.

% jbid. p.116.
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cians, government officials, and traditional chiefs using
their privileges, were involved in poaching. Moreover, the
police, military personnel and NPWS staff motivated to
supplement their eroded income, were also involved in
poaching, as they possessed weapons and vehicles

Unlike the forest management policy that had been
implemented without major changes since the colonial
period until the early 1990s, the wildlife policy was re-
vised in the 1980s, to incorporate community par-
ticipation. The system until the mid- 1980s was cen-
tralized both in the management of wildlife and in the dis-
tribution of revenues. In principle, it was possible to ob-
tain ahunting license for aGMA. However, in practice,
acomplicated procedure prevented ordinary citizens from
obtaining alicense. NPWS regarded the regulation of
poaching as their central task, often targeting at local in-
habitants. Thisled to conflicts between local people and
the NPWS. Asaresult, local inhabitants not only con-
tinued hunting without getting a license, but also took the
side of poaching groups instead of cooperating with the
NPWS. Until 1983, al revenues from hunting were di-
rectly sent to the Ministry of Finance, not to the De-
partment of Wildlife Service. In other words, revenues
were never re-allocated to local inhabitants. Hunting li-
censes were mostly issued at the head office in Lusaka®

In 1983, the regulation of wildlife started to become de-
centralized. The establishment of the Wildlife Con-
servation Revolving Fund in 1983 enabled the NPWS to
manage revenues from wildlife products, except license
fees. This Fund was used as a financial resource for
NPWS. With the introduction of ADMADE, revenues
were channeled back to particular GMAs. The issuing of
licenses was decentralized in 1988, being transferred to
ADMADE and LIRDP*

In the late 1980s, wildlife management projects in-
corporating community participation were introduced,
such as the Administrative Management Design for Game
Management Areas] ADMADEOand the Luangwa In-
tegrated Resource Development Projectd] LIRDPL1
ADMADE is a programme concerning with the pro-

91



Report of the Study Committee on Japan’s Official Development Assistance to Southern African Countries
Volume IV. Repblic of Zambia<Main Chapters>

92

tection, utilization, and management of wildlife, and has
aprinciple that local inhabitants should have the right to
manage and utilize wildlifein GMA. Accordingly, a part
of revenues related to wildlife, including hunting licenses,
should be retained by local inhabitants, who, in turn,
should cooperate in the prevention and regulation of
poaching. Based on the success of a project implemented
during the mid-1980s in Lupande, adjacent to South
Luangwa, ADMADE was started in 1988 with assistance
from USAID and WWF. A Wildlife Management Au-
thority was established for each GMA as an organization
to manage wildlife and decide how to use revenues. It
was chaired by the governor, consisting of traditional
Chiefsin each area, local administrative officers, and rep-
resentatives of NPWS, and Wildlife Management Unit/
Sub-Authority was organized for each Chief'sarea. These
organizational units were renamed in 1995 as an In-
tegrated Resource Development Authority and an In-
tegrated Community Resource Development Authority,
respectively.”

LIRDP covers South Luangwa National Park and
Lupande GMAO a population of 35,0000] extending over
an area of 14,000 km®. LIRDP started in 1986, and was
implemented in earnest in 1988 when NORAD provided
financial aid. ADMADE was financidly supported by the
United States, whereas LIRDP, as an independent or-
ganization from NPWS, was supported by Norway and
other European countries. President Kaunda strongly sup-
ported LIRDP*®

In order to hold back the depletion of wildlife dueto in-
creased poaching since the mid-1970s, and the difficulties
in carrying out NPWS activities, wildlife management
with community participation was introduced in the mid-
1980s. However, in fact, community participation was not
substantial, and only a traditional chief, and other in-
fluential people in the area, can participate in decision
making at the WMA. Moreover, accounting for the Wild-
life Conservation Revolving Fund was carried out exclu-
sively by the ADMADE administration at the head office

of NPWS, and the funds were not fully retained by Wild-
life Management Units/Sub-Authorities. LIRDP was also
criticized for the fact that its objective of preserving re-
sources through community participation was not
achieved.® There remained some problems: ADMADE,
involving a community-driven approach, was not fully
understood nor became mainstream; and organizations
such as WMA did not have sufficient legal authority.®

The organizational problem that local inhabitants are
not allowed to participate in wildlife management is not
the only cause of wildlife depletion; there are other causes
aswdl:*

- Due to population pressures, national parks and
GMAs were encroached on by expansion of cultiva-
tion and human settlements.

- Roads were constructed cutting through national
parks.

- Land use conflicts with each other due to the absence
of management plans for national parks and GMAS.

- There were shortages of personnel with ahigh level of
competence and morale both in regulation and in
wildlife research.

(2) Review of laws and organizations

The Government adopted a Medium-Term Tourism De-
velopment Strategy in 1997, which underlined wildlife
resources as central tourism resources in Zambia, and rec-
ommended NPWS should be transformed into an or-
ganization with an independent accounting system.*

Replacing the National Parks and Wildlife Act of 1991

O revised 1971 Act[] the ZambiaWildlife Act of 1998 was

enacted.”® ThisAct provides the legal framework for the
local community institutions in wildlife management in
GMAs. It is expected that this Act will promote the
implementation of community-based wildlife resources
management programmes.*

As aresult of administrative reform to reorganize the
NPWS as an independent corporation, the Zambia Wild-

37 Yoneda, KO 199600p. 32., Gibson, C. CO 19990p. 93., Lungu, F. BO 199001pp.116-17.

% Gibson, C. CO 19990pp. 96-101.
® jhid. p. 93, p. 103, p. 107.

4 JICA internal document.

1 JICAD 19980pp. 21-22.

“2 Yoneda, KO 19960p. 25.

4 The ZambiaWildlife Act of 1998 wasinitially planned to take effect in January 1999. However, as of April 1999, it had not yet taken

effect.
“ JCAT 19980p. 27.



life Authority was established based on the Zambia Wild-
life Act. ThisAuthority isin charge of the following
tasks:™

- Management of national parks; protection and en-
hancement of wildlife ecosystems and biodiversity;
and the promotion of equitable and sustainable use of
national parks.

- Promotion of the sustainable use of wildlife; man-
agement of the environment of wildlife habitatsin
GMAs.

- The enhancement of economic and socia well-being
of local communities within GMAs.,

- Development and implementation of management
plans.

Under the new law and organization, the following ac-
tivities are expected:*

- to improve community based wildlife management by
providing a legal framework for community par-
ticipation.

- to improve law enforcement by strengthening the laws
and increasing manpower and resources.

- to introduce environmental standards for tourism de-
velopment in national parks.

- to develop management plans for national parks and
GMAs.

1-2-4 Water pollution

(1) Current situation

The volume of waste is increasing due to mining ac-
tivities and population growth in urban areas, which wors-
ens water pollution.

Wastewater and waste discharged from mining facilities
became the major causes of urban water pollution, which
is particularly seriousin the Copperbelt and Kafue. Pol-
Iution attributable to the mining industry is caused by run-
off water from mining dumps, seepage from tailings dams,
and discharge of untreated wastewater, though water pol-

“ ibid. p. 27.

“ ibid. p. 22.

7 ODD 19940p. 35., Reed, DO ed. (I 199601p. 138.

0D 199401

© JICAT 19980p. 18.

% Theo, D. D. & Chabwela, H. NI 19990] JICAT 1998(Ip. 18.
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Iution in the Copperbelt decreased during 1970-1990. On
the other hand, pollution attributable to the manufacturing
industry has worsened. In Kafue, an industrial town, un-
treated or poorly pre-treated wastewater flows from fac-
tories into the municipal sewage treatment plant. Thus,
the wastewater discharged from a sewage disposal plant
contains high concentrations of suspended solids, organic
matter, sulphate, nitrates and chromium. As the sewage
disposal plant in Kafue was constructed in 1969, its treat-
ment capacity is not sufficient. Microorganisms required
for sewage treatment are killed by toxic substances, thus
degrading treatment capacity. This plant constructed in
1969 has a capacity of treating effluent of up to 300 mg/
liter BOD. In 1987, the BOD of wastewater flowing into
the sewage disposal plant was 557 mg/liter.”

Domestic wastewater also has caused water pollution,
due to insufficient sewage disposal plant capacity and
population growth in urban areas with no sewage disposal.
In Lusaka 58% of the urban population use open pit la-
trines, which poses a serious pollution threat where under-
ground water levels are high. At Manchichi sewage dis-
posal plant in Lusaka, wastewater from the plant exceeds
the water quality standard dueto its insufficient treatment
capacity.®

Such insufficient sewage treatment capacity causes con-
tamination of drinking water including well water, which
is alegedly afactor contributing to an outbreak of chol-
erain urban areas every year since the late 1980s. Other
problems include chemical pollution from waste disposal
plants, disposal of toxic waste, discharge of oil sludge
from refineries, and chemical contamination from the
spraying and disposal of insecticides. The nutrient enrich-
ment of the water in Lake Kariba and the Kafue River has
led to the problem of the expending water hyacinth, ad-
versely affecting dams and hydraulic power generation.”

Deforestation of watersheds also causes water pollution.
In the Luangwa River system, sedimentation and siltation
are two major problems. In particular, the latter leads to
deforestation in the upstream area®

The Water Act] cap 312, 1949(] established during the
colonial period, served as a basis for stipulating the use,
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possession, and management of water, and the Water De-
velopment Board was accordingly designated to be in
charge of water. However, sufficient data were not avail-
able due to the lack of amonitoring system for water qual-
ity. In 1993, the Water Pollution effluent and
wastewater [JRegulations of 1993 were established. After
the establishment of the Environmental Council of Zam-
bia, its Water Pollution Inspectorate has been in charge of
water quality, though its function to examine and monitor
water quality does not seem to be fully operational .**

The National Environmental Action Plard NEAPO
points out the following tasks:*

- to review and amend legidation related to water qual-
ity, extraction, and conservation.

- to establish a monitoring system for water quality in
the major rivers by the Environmental Council of
Zambia and Water Affairs Department.

- to strengthen the Water Pollution Inspectorate of the
Environmental Council of Zambia, for enforcement of
the Water Pollutiori] effluent and wastewater[JRegu-
lations of 1993 and effective water monitoring.

- to strengthen local authorities and the Water Affairs
Department, in order to improve the supply of safe
drinking water.

- to develop and enforce integrated river basin manage-
ment plans, in order to promote the rational utilization,
conservation, and management of water resources.

The Government has developed a National Water Strat-
egy to regulate water supply in rural and urban areas and
provide river basin management, irrigation, and water pol-
lution control. In October 1997, the Water Supply and
Sanitation Act was inacted. ThisAct authorizes the es-
tablishment of commercial utilities and creates a
regulatory body for water and sewage services.®

1-3 Institutions and environmental legislation

1-3-1 Plans and laws
Itis said that there are 28 to 33 environmental laws.*

51 JICAT 19980p. 18, p. 29.
%2 jbid. p. 18.
5 |MFJ 199901

Laws on wildlife, natural reserves, and forests were al-
ready enacted in the colonial period. In the 1970s, major
environmental laws were enacted, such as the National
Parks and Wildlife Act, Natural Resources Conservation
Act of 1970, and the Forest Act of 1973. Most of these
laws, as mentioned previoudly, were based on the philoso-
phy of the former laws enacted during the colonial period.
It was after the late 1980s that a comprehensive environ-
mental conservation plan was developed and basic envi-
ronmental law was enacted. After the MMD came into
power in the 1990s, laws were reviewed and organizations
restructured placing emphasis on the private sector, ad-
ministrative reform, and community participation.

(1) Environmental conservation plan

10 National Conservation Strategy

In 1984, Kaunda-UNIP government introduced a Na-
tional Conservation Strategy as the basis of en-
vironmental policy, which was approved by the Cabinet
in 1985. This Strategy recognized that the sustainable
use of resource and environment was endangered due to
industrialization, economic decline, and population
growth, and suggested that systems and laws should be
established as the existing systems could not deal with
this situation. Based on this, a course was taken toward
the establishment of the Environmental Protection Act
and the Ministry of Environment.*

20 National Environmental Action Plarid NEAPO

After the MMD took power, a National Environmen-
tal Action Plarid NEAPOwas completed in 1994, and
approved by the Cabinet. The NEAR , replacing the Na-
tional Conservation Strategy, covers strategies for
eleven fields, including agriculture, water resources,
forestry resources, and wildlife resources, as well as
environmental issues in each Province. Based on its
principles, the NEAP aims to secure the environmental
rights of citizens, to promote the participation of local
communities and the private sector in natural resource
management, and to require environmental impact as-
sessment.

5 JICAT 19980p. 23, Theo, D. D. & Chabwela, H. NO 19990p. 174.

% ODO 199401



30 Environment Support Programmel] ESPO
In order to develop and implement specific projects
based on the NEAP, an Environment Support
Programmé] ESPCwas devel oped with assistance from
IDA. The ESP plans the following:®
00 To strengthen the institutional framework for en-
vironmental protection and natural resources man-
agement as follows;
al environmental education and awarenessrais-
ing
b environmental information systems
c0 preparation of administrative and legal sys-
tems
dd evaluation and capacity building of adminis-
trative institutions
dii0To implement community-driven management
projects which enable local communities to address
the degradation of natural resources.
O iii0To establish funds for research on environmental
management.

ESR] 1st Phase from 1997 to 20010 consists of the
following four elements:™

O i0 Institutional strengthening and legal framework:
Consisting of the following four points: adDPolicy
formulation and institutional assessment, b Insti-
tutional capacity building, cDOCommunity environ-
mental management programme, dCJLegal and en-
forcement capacity building.

O iil0 Environmental education and public awareness: To
raise public awareness on environmental issues
through media support, modification of school
education curricula, and teacher training
programmes.

O iiiCEstablishment of the Pilot Environmental Fund

O PEFO To establish two types of funds for financ-
ing: Community Based Initiatives Fund and Envi-
ronmental Studies Fund.

O ivCEnvironmental Information Management: To pro-
vide information to the public and private sectors,
by setting up a forum to facilitate information ex-
change between different agencies through the En-
vironmental Information Network System.

% JICA internal document,IMFJ 199901
57 JCAT 1998(1p. 25.
% JICAO 19980p. 27, IMA] 199901
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Under PEF, a Community Environmental Manage-
ment Programme is being implemented in Mufuliraand
MpikaDigtricts. It isplanned to implement it in seven
other Districts by 2002.%

400 Zambia Forestry Action Plan

For forestry resource management, the above-men-
tioned Zambia Forestry Action Plari] ZFAPOwas estab-
lished in 1997, separately from the NEAP.

(2) Environmental laws
10 Environmental Protection and Pollution Con-
trol Act

In 1990, the Environmental Protection and Pollution
Control Act was enacted as a basic environmental law
in Zambia, and took effect in 1992. ThisAct serves as
the basisfor al environmental laws. The Environmen-
tal Council of Zambia was also established based on
thisAct. ThisAct also stipulates water and air quality
control, waste management, and natural resource con-
servation.

20 Regulationsrelated to environmental protec-
tion laws

Based on the Environmental Protection and Pollution
Control Act, regulations specifically governing water
pollution, air pollution, and environmental impact as-
sessment have been established, such as the Water Pol-
lutiorid effluent and wastewater[JRegulations in 1993,
the Air Pollution Controll Licensing and Emission
StandardsCJRegulations in 1996, and Environmental
Protection and Pollution ControlJ Environmental Im-
pact Assessment[1Regulationsin 1997.

30 ZambiaWildlife Act and revision of the Forest
Act
As mentioned previoudly, the ZambiaWildlife Act of
1998 was enacted in place of the National Parks and
Wildlife Act of 1991.
Asof 1999, revision of the Forest Act is now under
deliberation.

400 Water
The Government has developed a National Water
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Strategy, and approved the Water Supply and Sanitation
Act in October 1997.

1-3-2 Environment-related institutions

In Zambia, as the departments in charge of the environ-
ment and resources were spread among various ministries,
it was difficult to develop comprehensive environmental
policies and carry out comprehensive environmental man-
agement. For example, the Department of National Parks
and Wildlife Service belonged to the Ministry of Tourism,
the Ministry of Energy was in charge of water, the Min-
istry of Mining wasin charge of the prevention of the min-
ing-related pollution, and the Department of Fisheries be-
longed to the Ministry of Agriculture. Moreover, urban
public corporations were in charge of water and sewage
service, and the Ministry of Land was in charge of land.
Asaresult, administration regarding environmental man-
agement was carried out by various ministries and depart-
ment, with no interrelationship and coordination among
them.”

Based on the Environmental Protection and Pollution
Control Act enacted in 1990, the Ministry of Environment
and Natural Resources] MENROand the Environmental
Council of Zambial ECZ[Owere established in 1991 and
1992, respectively. Thus, a governmenta agency was fi-
nally established to deal comprehensively with the envi-
ronment and natural resources. MENR consists of four
departments: such as Planning/Information Department,
Forestry Department, Forestry College, and Personnel/
general Affairs Department. Its function includes formu-
lation of making on environmental policies, coordination
between related ministries, forestry resources manage-
ment, and supervision of the ECZ. The ECZ is indepen-
dent from the Government, as it serves as an advisory
council. ECZ consists of representatives from relevant
ministries, private sector, academic circles, the mining in-
dustry, and NGOs. ECZ has the following tasks;”

- to advise the Government on the formulation of envi-
ronmental policies.

- to recommend pollution control measures.

- to advise on coordination of al ministriesinvolved in
environmental protection.

- to enforce the Environmental Protection and Pollution

 UNDRJ 19970p. 35.
& JICAD 19980p. 23.
st 0D 19940pp. 53-54., Reed, DO 19960p. 132.

Control Law and its associated regulations.
- To advise on the effects of socio-economic devel op-
ment on the environment.

Through the establishment of the Ministry of Environ-
ment and Environmental Council, environmental admin-
istration can be carried out in aunified manner. However,
there remains vertical administration by the scattered de-
partments related to the environment. Asthe Ministry of
Environment is still ineffective, ranking low in the cabi-
net, it is questionable whether it can function fully asa co-
ordinator among related ministries. For example, in 1994,
when the Ministry of Environment tried to remove all
squatters from Forest Reserves, the Ministry met with op-
position from other cabinet members and failed to enforce
it. Moreover, it is pointed out that thereis no clear distinc-
tion between the functions of the Ministry of Environment
and those of ECZ. In principle, the Ministry of Environ-
ment isin charge of formulation of environmental policies
and coordination between related ministries, while ECZ is
in charge of the implementation of policies. However, the
duplication of responsibilities between the ministry and
ECZ isamajor problem.**

2. Challenges Ahead

It wasin the 1990s that environmental plans, laws, and
administrative institutions were finally prepared in Zam-
bia. The Government completed a National Environmen-
tal Action Plan, established the Ministry of Environment,
and developed an Environment Support Programme

0 ESPO Environmental regulations governing the mining
industry were newly enacted. Future challenges are to
implement these plans, enforce laws, and make adminis-
trative institutions function. The government now has a
task to build institutional capacity in the implementation
of plans and enforcement of laws. Coordination capacity
of the Ministry of Environment and capacity in monitor-
ing and control air and water pollution of the Environmen-
tal Council are still weak. The competence of the Zam-
bia Wildlife Authority with a self-supporting accounting
system is also poor.

Another challenge is how to proceed with environmen-
tal conservation and pollution control effectively within a



new framework focusing on economic liberaization, mar-
ket forces, and the private sector. During the UNIP-
Kaunda era, as was the case of ZCCM the state-owned
mining companyJin the mining sector or the Department
of Forestry, the same institution was responsible for both
exploitation and control of resourced] or pollution
control [J so resource management did not work effec-
tively.® With the privatization of public enterprises, the
Government can relinquish its position as a user of re-
sources. Thisisadesirable change, as it becomes clear
that the Government isin a position to carry out resource
management and pollution control in the public interest.
Under afree market economy, it is unlikely that a private
company can carry out environmental conservation volun-
tarily unless the Government itself has commitment and
capacity to effectively carry out environmental conserva
tion within alegal and institutional framework. However,
excessive regulations and administrative burdens will
hinder the entry of foreign capital and the investment of
private companies, which are necessary for economic re-
covery. Under these circumstances, the Government is
required to tread carefully.

Monitoring, advocacy, and environmental education by
civil society organizations and NGOs are necessary to
make private companies to keep environmental conserva-
tion as well as to make the Government to carry out the
regulation and management of environmental conserva-
tion. In Zambia, environmental protection groups and
NGOs has been actively participating in wildlife protec-
tion. It seems, however, that they has not been much in-
volved in other areas, such as water pollution, air pollu-
tion, and waste disposal. In the future, the promotion of
participatory environmental management, aswell as scale-
up of the environment-related NGOs will be akey.

As mentioned in the beginning, thereisavicious circle
of poverty and environmental degradation in Zambia.
Therefore, poverty reduction is essentia for the prevention
of environmental degradation. Unless appropriate envi-
ronmental conservation measures are taken, poverty re-
duction and economic growth will be affected adversely.
This interdependence should be recognized, and it is nec-
essary to develop measures for both environmental con-
servation and poverty reduction at the same time.

¢ Reed, DO ed. 199600p. 131.
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3. Challenges of Development Assistance and
Japanese Assistance

3-1 Future orientation of development assis-
tance

(1) Itis necessary to take a comprehensive ap-
proach, and Japan should focus on the area
by clarifying its advantage and priorities.

As environmental problems are by nature diversified
and related to various fields, comprehensive measures are
required. Environmental problemsin Zambia have been
caused by two factors: oneis avicious circle of poverty
and environmental deterioration; and the other is related
to the mining industry and urbanization. Therefore, when
providing effective assistance in the environmental field,
it is important to combine and coordinate various ap-
proaches, such as through agriculture, rural development,
poverty reduction, gender, and improvement of low-in-
come urban settlement. At the same time, when provid-
ing effective and efficient assistance to extensive environ-
mental issues, it is necessary to narrow down thefieldsin
which Japan has capacity and comparative advantage,
based on the evaluation on past aid projects.

(2) Cooperation and coordination with other in-
stitutions and organizations are needed.

As environmental problems cover a broad range of hu-
man activities, cooperation with other donor countries,
multilateral agencies, and NGOsis required. Community
participation is indispensable for natural resource manage-
ment and environmental conservation, so it is also neces-
sary to provide assistance to community-based organiza-
tions and to cooperate with NGOs.

(3) Environmental assistance to follow-up the
past assistance and incorporation of envi-
ronmental consideration is expected.

Follow-up of environmental assistance to the mining,
industry and infrastructure projects to which Japan pro-
vided assistance in the past, as well as assistance for en-
vironmental measures in the sectors such as the copper
mining industry that Japan has economic relation with

0 which was not ODA[ should be included for consider-
ation.
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It isimportant to incorporate environmental consider-
ations into future assistance in various fields. Such envi-
ronmental considerations includes the prevention and res-
toration of environmental degradation due to road con-
struction, and assistance in education and health care.
More specificaly, the former includes environmental im-
pact assessments for road construction, and tree planting
along roads. The latter includes the use of solar power
generation in the construction and rehabilitation of school
buildings and health centers, the installation of
windpowered water wells, improvement of toilets, and
tree planting in and around the sites.

3-2 Recommended actions in the environmental
sector

(1) Forest conservation

10 Forestry resource research and consequent for-
estry planning

As mentioned previously, in Zambia, basic in-
formation collection, such as aforestry resources inven-
tory, has not been compiled. The Forestry Action Plan
in 1997 proposes that the development of a forestry
management plan and a forestry inventory should be
one of the priorities. In the past, Japan conducted a de-
velopment study on teak forest resources in the South-
west region, aiming to assess forestry resources and to
develop a management plan. Therefore, based on this
experience, Japan can cooperate in thisfield in the fu-
ture.

20 Forestry resource management integrated with
agricultureand rural development

As the expansion of farmland has become the prime
cause of deforestation, it is necessary to increase agri-
cultural production and farm incomes through the im-
provement of land productivity, rather than through the
expansion of cultivated areas. The introduction of in-
tensive farming technology and the improvement of
land productivity and profitability are important not
only for agriculture but a so for the environment. How-
ever, for small-scale poor farmers who are the majority
of farmersin Zambia, it isinappropriate and insufficient
to provide assistance to increased food production
through provision of fertilizers and tractors. Such con-
ventional assistance may conflict with the current policy
of liberalizing agricultural marketing. The excessive

use of fertilizers and agricultural chemicalsislikely to
invite other environmental problems such as water pol-
lution and soil contamination. Therefore, it isfavorable
to introduce organic farming, agro-forestry, and soil
conservation measures for the improvement of land pro-
ductivity and environmental conservation.

At present, assistance to social forestry should be
considered in such global trend as conservation of state-
owned forest designated forest reserve area has changed
into community forest resource management. Based on
Japan’s experience of social forestry assistance to
Kenya and Tanzania, Japan will be able to provide as-
sistance in socia forestry to Zambia as well.

In the Forestry Action Plan, one of the prioritiesisto
integrate agriculture, afforestation, and the management
of natural forests. Therefore, it isimportant to coordi-
nate and integrate assistance to agriculture and rural de-
velopment on the one hand and assistance for environ-
mental measures on the other. For example, it is pos-
sible to incorporate labor-intensive and environment-
friendly agricultural technology, social forestry, and
improved stoves into rural development projects,
thereby converting them into environmental projects for
forest conservation.

30 Improvement in the efficiency of domestic fuel
usein urban areas and the development of al-
ternative ener gy sources

Asthe use of charcoal in urban areas has become the
main cause of deforestation due to the fuel wood collec-
tion, itiscrucia to improve the efficiency of domestic
fuel use in urban areas, and to develop and disseminate
the use of alternative sources of energy. The Forestry

Action Plan also states the need to reduce dependence

on fuel wood. In the past, Japan provided assistancein

the research and development of domestic fuels, such as

a basic study on the development of oval briquettes,

guidance in industrialization, and guidance on clay

stove development. Such assistance resulted to some
extent in achieving guidance on research and devel op-
ment. However, it did not lead to the production and
spread of oval briquettes and clay stoves on a commer-
cial basis. Based on the experiences in other African
countriesincluding Kenya, it seems possible to produce
and spread clay stoves on a commercia basis, depend-
ing on the conditions. In the future, it is necessary to
disseminate clay stoves in combination with poverty
reduction projects to assist small enterprises and the in-



formal sector and in projects to improve urban settle-
ments. It isalso necessary to assist in developing a net-
work in which information on products and technolo-
gies can be provided and exchanged including assis-
tance to NGOs that develop such a network(

(2) Prevention of water and air pollution (min-
ing-related pollution and the urban environ-
ment)

For the prevention of water contamination and air pol-
Iution in urban areas and industrial mining districts, Japan
isableto transfer its experience in pollution control in Ja
pan, and to make use of its experience in environmental
assistance to Asian countries. Thefollowing activities can
be considered] i0Guidance and transfer of pollution con-
trol techniques{] iiOTransfer of administrative techniques
regarding pollution regulations taken by the Government
and local governments, and the transfer of measuring tech-
niquesf] iii(0Strengthening the capacity to carry out envi-
ronmental impact assessment.

Anti-pollution measures should be taken in the
Copperbelt and Kafue where serious mining and industry
related pollution has occurred. In Kafue, thereis a chemi-
cal fertilizer plant, NCZ, that Japan provided assistance
for inthe past. At abridgein Kafue, which was also con-
structed with assistance from Japan, water weed is grow-
ing near the piersin theriver. As Japan has been thelarg-
est importer of copper from Zambia, Japan should provide
assistance for countermeasures against environmental
problems caused by the mining industry. According to the
results of nationwide research on water resource develop-
ment carried out by JICA in 1990 and 1991, mining-re-
lated water pollution was observed in the Kafue River. As
apolicy of privatization has been progressively imple-
mented, Japan cannot directly assist NCZ and copper min-
ing companies. Therefore, it is desirable to assist the En-
vironmental Council of Zambia and theloca governments
in the Copperbelt and Kafue to strengthen the capacity of
monitoring and inspection of water and air pollution.

Asfor countermeasures against environmental deterio-
ration due to urbanization, Japan assisted in the Project for
Water Suppliesin Lusakato develop simple waterworks
in the George compound in Lusaka. Thus, by making use
of this experience, Japan can provide similar assistance to
other urban compounds, or the comprehensive project for
improving living conditions and environment, by taking
into account public health, poverty reduction measures,
and the diffusion of energy-saving stoves.

Part |. Chapter 8. The Environment

(3) wildlife protection

During the colonial period, the United Kingdom as the
colonial power had a great influence in the field of wild-
life policies. After independence, the United States and
European countries provide assistance, involving Europe-
ans and people in the tourism industry in the surrounding
countries including South Africa, environmental protec-
tion organizations in Western countries, and NGOs. Thus,
expatriates from Western countries and South Africa have
had a great influence on wildlife management. Japan does
not have sufficient capacity in thisfield, except for pri-
mates and fish, and an increase in Japanese tourists is not
expected in the near future either. Accordingly, it seems
difficult for Japan to expand assistance in thisfield. Inthe
past, Japan cooperated in planning the Kafue National
Park Management Project, and sent aid mission to South
Luangwa National Park. For the time being, Japan should
maintain the current level of cooperation.
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Chapter 9. Public Health and Medical Services

1. Critical Composition: essential points to be
shared

- Decline in the health indexd Increase in the child/
adult mortality rate; drop in the average life expect-
ancy; increase in the number of malnourished
peopleld

- Decrease in health resources] Drop in government
expenditures for health per capita; inefficient distri-
butiond

- Spread of HIV/AIDS] Adult infection rate: 20%; in
urban areas. 24-32%(} Deterioration in urban envi-
ronmental sanitation

At present, the health sector in Zambiais at a critical
point. In discussing assistance to the health sector in Zam-
big, it is essential to recognize this crisis. Traditionally,
Zambia has been trapped in “low hedth standards’ due to
theinteraction of poverty, malnutrition, and infectious dis-
ease$] and other diseases1 New negative elements have
been added to these, such as adecrease in health resources
due to the economic crisis, and the rapid spread of HIV/
AIDS. Consequently, health standards have dropped fur-
ther. Thisis“the critical composition” of the health sec-
tor in Zambia.

In Zambia, due to an increase in the child/ adult mor-
tality rate since the mid- 1980s, it is estimated that there
will be amore than 10 year reduction in life expectancy.
Assuming that life expectancy is regarded as one of the
major elements of human development, according to the
Human Development Indexd HDIOprepared by UNDP, a
drop in life expectancy means that the achievementsin
human development accumulated in Zambia sinceitsin-
dependence in 1964 have been lost, with the standards
going back to the 1950s. Many countriesin Asia, Latin
America, and Africa steadily achieved adrop in the child
mortality rate, even during the 1980s which is referred to
asthe “Lost Decade” when other socio-economic devel-
opment indices showed stagnancy or deterioration. Thus,
the child mortality rate is regarded as one of the steadiest
development indices. Therefore, the increase in the mor-

Yasuo UCHIDAO Kobe University
Ikuo TAKIZAWA JICA Medical Cooperation Dept.O

tality rate currently observed in Zambia and some other
countries should be widely recognized al over the world
as an extremely serious matter.

Needless to say, the prime cause is the rapid spread of
HIV/AIDS. At present, the HIV prevalence rate between
the age of 15 and 49 is estimated to be 20%. Under the
present situation where chemotherapy is not available to
the general public in Zambia, this means that one in ev-
ery five adults will inevitably die in the next decade. Loss
of valuable human resources in each social and economic
sector, such as doctors, nurses, teachers, entrepreneurs,
urban workers, agricultural popularizers, and agricultural
workers may accelerate the loss of achievementsin devel-
opment. It has been pointed out that the HIVV/AIDS prob-
lem should be recognized not only as an issue in the health
sector, but also as a problem of development in the broad-
est sense. In such a sense, Zambia and other South Afri-
can countries are in urgent need of assistance.

However, the problem is not limited to HIV/AIDS. It
is reported that conventional infectious diseases, such as
tuberculosis and diarrhed] opportunistic infectionCJand
malaria, have become prevalent again in Zambia, with the
spread of HIV/AIDS. Moreover, due to long-term eco-
nomic stagnancy, food security isthreatened, and it isre-
ported that the population with chronic malnutrition isin-
creasing. A recent study shows that more than 40% of
children under five years of age suffer from growth inhi-
bition due to chronic malnutrition. It is obvious that mal-
nutrition invites various infectious diseases, and contract-
ing infectious disease will result in malnutrition. A simi-
lar “vicious circle” can be found between poverty and
malnutrition as well as poverty and infectious diseases.
The health sector in Zambiais atypica example of atrap
of low health standards due to this vicious circle. The
spread of HIV/AIDS is certainly an important problem
that requires attention, but it is not the root of the health
problem.

Another conspicuous issue in the health sector in Zam-
biaisthe health of the urban population. Among sub-Sa-
haran countries, Zambiais one of the countries in which
historically urbanization of the population started the ear-

1 Unless otherwise specified, the sources of data used in this chapter should be referred to in the Appendix Volume, the Present

Situation Analysis.
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liest. Since the 1980s, though the population influx into
urban areas has slowed down slightly, the population is
still growing in the surroundings of metropolitan areas
such as Lusaka. Unplanned settlements around cities
where the poor population is concentrated have become a
hotbed of infectious diseases, such as choleraand meadles,
due to deterioration of environmental sanitation in addi-
tion to the high population density. Epidemics of HIV and
other sexually transmitted diseases originate from urban
areas, then extend to rural areas through population move-
ment between the urban and rural areas. Livingin an ur-
ban area has been generally considered to be an element
of health promotion, as people have good accessto awell-
developed environment, income opportunities, and various
social services including public health and medical ser-
vices. Infact, most developing countries show a dispar-
ity in the health index between urban and rural areas.
Outlying areas, such as Luapula Province and Eastern
Province, show the highest child mortality rate. However,
even in the Copperbelt Province and Lusaka, which are
the most developed and have the best conditions for nu-
trition and access to public health and medical services,
the child mortality rate has not necessarily become the
lowest in recent years. Excessive urbanization and a de-
cline in development resources has brought about a dete-
rioration of environmental sanitation in urban areas. This
has led to a health problem of the urban population, which
is expected to emerge in other countries as well.

While the health needs are largely increasing, health re-
sources to meet such needs are declining rapidly. The
budget of the Ministry of Health per capitain terms of real
dollarg] the price in 199500 decreased from around $30 in
the beginning of the 1970s before the economic crisis to
$5.9 in 1995, a decline to one-fifth over the past 25 years.
According to other data, the national expenditure for
health per capitawas $12.(0 about $5.0 of which is cov-
ered by foreign assistanceldin 1996. However, the amount
paid to each region was only $4.5 to cover the costs of
personnel and expendables including medical supplies.
This accounts for less than 40% of the required amount,
$11.5, to provide the most cost-effective “ Zambia Health
Care Package” to each region. With adecrease in avail-
able resources, absolute shortages and the instability of
medical supplies, deterioration of the quality of medical
services has become serious. The current MMD Ad-
ministration has a strong commitment to the health sector.
Accordingly, the budget for the Ministry of Health has
been raised to 12% of the national budget since the mid-

1990s. Practicaly, afurther increase in the budget for the
Ministry of Health cannot be expected. It is essential to
expedite correction of the distorted distribution in the
health sector, and to improve the efficiency of the overall
system in the sector.

Inefficiency of resource distribution in the health sector
has been a problem for along time. This problem started
when the Independent Government inherited a medical
service network, which was developed during the colonial
period, focusing on the hospital's constructed mainly in the
cities along railroads in order to protect the health of
settlements and miners. From independencein 1964 un-
til the early 1970s, the Independent Government regarded
free medical services as one of its key national projects,
and constructed additional health centersin the rural area.
However, this project did not succeed due to the economic
crisisand political structure in which medical specialists
belonging to high-rank hospitals have a greater influence
on a health policy. There remains a high cost system in
which medical service facilities are concentrated in the
major cities, and medical services provided by high-rank
hospitals are given an exaggerated importance. It is said
that the University of Zambia Teaching HospitalD UTHO
itself, one of the major hospitals, accounted for 40% of the
budget of the Ministry of Health.

Like other developing countries, diseasesin Zambiain-
clude childhood acute respiratory infectious disease$] e.g.
pneumoniaJand diarrhea, diseases caused by pregnancy
and childbirth, HIV/AIDS, and tuberculosis. Most of
these diseases are preventable, or can be effectively
treated at a health center or through case management at
first referral level hospitals. At present, the Ministry of
Health promotes highly cost-effective “Zambia Health
Care Package’. Through popularization of this Package
to regiona hospitals and other lower level hospitals, more
than 90% of loss of health caused by present diseases
structure can be treated. Health Care Reform currently
carried out in Zambia aims to correct the distorted re-
source distribution through aradical change of the high
cost system, often likened to aluxury car, Cadillac. More-
over, it aims to change an administrative framework that
is centralized and led by technical bureaucracy into a
democratic decision-making framework. Thus, the whole
health care sector will be restructured as a more effective,
efficient, and faif] and democraticCIsystem.

Health Care Reform in Zambia has been implemented
asfollows:



0 i0 to specify important diseases through a disease
structure analysis;

O ii0to design a cost-effective basic prevention and
treatment service package, based on the effects of
an intervention programme for each disease and a
comparative cost analysis,

O iiiCto grasp the flow of fundsin the sector through a
national health accounting analysis, and to discuss
improvement of policie§] e.g. additional resources,
efficient supply of assistance resources] and,

O iv[to establish a system for broad implementation of
abasic prevention/ treatment service package all
over the country] e.g. reform of the administrative
framework and decentralization, development of
facilities at preliminary and secondary referral lev-
s, personnel training at preliminary and second-
ary referral levels, logistics and development of
information management systems[1

Thisis an “exemplary” model that complies with the
standard package of health sector reform. And thisisaso
an “innovative” model in terms of the administrative
framework reform, because it incorporates a framework
that promotes democratic decision making at various lev-
els. Toanayzewhat is successful in Zambiaand what has
not been carried out as expected is very suggestive for
other countries proceeding with reform in the health sec-
tor.

As there are too many problems at present, it is doubt-
ful how effective the Health Care Reform will be. How-
ever, al stakeholders including donors should share rec-
ognition that the “critical composition” in the health sec-
tor in Zambia is serious enough to require such adrastic
reform.

2. Perspectives on Japanese Official Develop-
ment Assistance

In this section, the various viewpoints are organized in
order to utilize the experience of Japanese assistance as
much as possible, based on the andlysis of the present con-
dition of the health sector in Zambia. These viewpoints
are divided into the following four categoriest] iC]Support
for reproductive health and child health including anti-
AIDS support[J ii0Support for public health and medical
reforms[] iiid0Urban public health support, and] ivO

2 WHQJ 199401
3 Gove, SO 199701
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School health support.

2-1 Anti-AIDS support: development issue
which cannot be neglected

- Sentinel surveillance; Support for examination accu-
racy management at VCTO Utilization of a virus
laboratory at UTHO

- Support for early diagnosis and treatment of STD;

O Follow-up of Community Empowerment
Programmel]

- Support for the prevention of mother-to-child trans-
missiori] Possibility of providing Child Health Grant(l

In Zambia, the infant mortality rateis 109/1000 and the
under-5 mortality rate is 197/1000, reflecting the high
rates among sub-Saharan African countries. These rates
have risen significantly since the mid-1980s, and the num-
ber of children under 15 years of age accounts for 46% of
thetotal population. Moreover, the maternal mortality rate
is extremely high, showing arate of 649/100,000. These
phenomena clearly show that most health problemsin
Zambiaare related to child health and reproductive health.
Therefore, the focus of support for Zambia's health care
sector does not largely differ from that for other LLDCs.
More specifically, technical cooperation focuses on im-
provement of the quality of the Zambia Health Care Pack-
age, by using the established intervention programmes,
such as the “Mother-Baby Package of WHO"?, and the
“Integrated Management of Childhood IlInes§] IMCITT?,
astechnical references. Thisincludes the improvement of
related management competence and logistics as well.

In Zambia, however, the spread of HIV/AIDS cannot be
neglected as a primary cause of the high child mortality
rate and reproductive health problems. The results of na-
tionwide sentinel surveillance on pregnant women show
that the prevalence in adults, which has shown an upward
slant, stabilized at ahigh level in the 1990s, and the preva-
lence among teenagers] 15-19 years of agelThas declined
inthe major cities. This provesthat anti-HIV/AIDS mea-
sures have been taken effectively. Thus, the anti-HIV/
AIDS measures in Zambia are reaching an important
phase.

Japanese cooperation in the field of HIVV/AIDS has been
limited to the project for preventing infectious diseases,
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conducted at the virus laboratory of the University of
Zambia Teaching Hospital ] UTHO Support has been cen-
tered only on basic research based on virology and immu-
nology, including a follow-up of theimmune competence
of HIV-infected people. This seems somewhat incongru-
ous, as Japan, as adonor country, has regarded anti-AIDS
support as the most important, adopting the “ Japan-US
Common Agenda for Cooperation in Global Perspective’
and the “Global Issues Initiative.” Needlessto say, coop-
eration in research or collaboration with universities and
research ingtitutions cannot be denied as being necessary.
However, when implementing a devel opment assistance
project, the priority should be given to the improvement
of people's health and the control of infectious diseases,
thus directly benefiting people of the recipient country.
Moreover, research should be limited to applied research,
whose results can be applied to health policies and health
programmes in the recipient country.

The measures against infectious diseases do not nec-
essarily require avirus laboratory, except when the iden-
tification of pathogenesis at the viruslevel is essential, as
in the Polio Eradication Project. The virus laboratory re-
quires continuing expenditures such as for the main-
tenance of acell culture system. Maintenance costs for
equipment] e.g. ultra cold freezersOprovided through the
projects over two terms might have added up to a con-
siderable amount. Therefore, it is not always appropriate
to consider the virus laboratory as prerequisite when dis-
cussing Japan’s anti-HIV/AIDS support for Zambia. On
the other hand, it isimportant to utilize the experience of
cooperation projectsin the past. Thus, as cooperation uti-
lizing the functions of the viruslaboratory, participation in
sentinel surveillance and accuracy management of HIV
testing is suggested in a“Voluntary Counseling and Test-
ind] VCTO' programme.

It is aso necessary to seek other forms of cooperation
not related to the virus laboratory. With the Community
Empowerment Programme, JICA Zambia Office supports
the NGQ1 such as World Vision[to provide early diagno-
sisand treatment for sexually transmitted diseases to truck
drivers at the border cities. These efforts directly contrib-
ute to the beneficiaries health improvement and the HIV/
AIDS prevention. It seems necessary to carefully moni-
tor and evaluate the future efforts over the next three

years, to develop them into the next step’. As part of an
international programme, such as UNAIDS, which in-
cludes e€leven countries, short-term medication of an anti-
HIV agent is now underway in Zambia, aiming to prevent
mother-to-child transmission. Concerning the anti-HIV
agent, the research on Nevirapine that costs far less than
AZT isin progress all over the world®. Many factors
should be taken into account, such as the popularization
of VCT targeting at pregnant women, and the es-
tablishment of a support system for AIDS orphans and
HIV-positive mothers. Navirapine may be powerful can-
didates for a project providing free medical services for
children.

2-2 Support for Health Care Reform: vision-shar-
ing and participation in processes

- Vision-sharing’ Improvement of efficiency in the
sector; Consistent commitment from policy-making
to selection and implementation of projectst]

- Participation in processe$] Participation in planning;
Discussion on common funds; Utilization of special
equipment

- Practical approachi] Disparity between noble ideals

and the reality; Confirmation of feasibilityd

Asitisclear from the above-mentioned “critical com-
position”, the improvement of efficiency in the health sec-
tor through the correction of distorted resource distribution
is an intractable problem. First of all, it is necessary to
share the vision of the Zambian Government “to fairly
provide cost-effective and high-quality health care ser-
vices from the place as near to each house as possible”. It
is necessary not only to declare the support ostensibly at
policy discussion but also to consider a contribution to the
improvement of efficiency in the sector] e.g. cost re-
duction and improvement of cost-effectivenessUas the pri-
mary criterion when selecting and adopting a project in-
cluding grant assistance and technical assistance. If im-
provement of efficiency in the sector is regarded as the
primary criterion in selecting a project, a project once car-
ried out for UTH pediatrics focusing on the pediatric in-
tensive care units should be naturally omitted from as-
sistancelist. Moreover, financial assistance currently pro-

4 For example, an approach to monitoring drug resistance of major causative agentsin alaboratory using samples obtained from the
early diagnosis and treatment of STD with various approaches can be a project that maintains a balance between scientific work and

thefield.
5 Henry, KO 199901



vided for the UTH virus laboratory must be restrained, as
several hundred million yen is being spent for afacility
with limited functions in terms of its contribution to
peopl€’s health standards, without taking into account the
increase in current expenditures. Development of an in-
put-intensive project that invites an increase in current
expenditures not only makes the self-supporting de-
velopment of a project difficult, but also aggravates the
distortion of resource distribution in the whole sector.
Thus, sufficient attention should be paid to this point.

Until now, afinancial analysis has been rarely made on
Japanese cooperation projects during the base line survey
and post evaluation stage, particularly in the projects of
public health and medical sector. In discussing projects
for a health sector facing acrisisasin Zambia, it is rec-
ommended that a financial analysis be made both before
and after the implementation of a project, preferably a
cost-effectiveness analysis as well, mainly on the impact
on current expenditures.

It is also necessary to review the current projects as to
how far they have contributed to the improvement of ef-
ficiency in the health sector. For example, in Primary
Health Care Projects in Lusaka City, Japan provides sup-
port for health educatiori] including measurement of child
growth, and guidance on nutritionCby volunteer commu-
nity health workersin the poor settlements, as well as for
technical improvement in diagnosis and treatment] case
managementOat health care centers. Here, it isdesirable
to evaluate whether such support contributes to reducing
the load on the public health service sector, for example,
by limiting the excessive use of health centers or high-
ranking hospitals. In order to reconfirm the significance
of public health in projects targeting at |aboratories, it is
very important to confirm whether the results of virologi-
cal and epidemiological research in infectious disease con-
trol projects contribute to the improvement of diagnostic
protocols and restraint on the overprescription of drugs.

The second step after sharing the vision of the Zambian
Government “to fairly provide cost-effective and high-
quality health care services from a place as near to each
house as possible” is participation in processes. Here, it
is required to participate continuously and actively in
planning and designing of a sector policy planning and
sector investment programme, specifically declare the
Japanese development assistance policy and its focus, and
let the recipient government and other donor organizations
and countries know such policy and focus. For the time
being, dispatching project formulation specialists and ad-
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visory expertsis effective. However, it islikely to be spo-
radic due to the budgetary conditions, and these specialists
are not necessarily familiar with the Japanese system.
From the medium- and long-range perspective, it is es-
sential to increase the number of staff members at JJICA
overseas offices and to reinforce their proficiency as spe-
cialists. Recent discussion in Japan on assistance tends to
emphasize “visible” assistance. There are some ar-
guments that Japanese specialists should be dispatched to
any project, or Japanese companies should participate in
aproject as the main contractor. However, what is more
important is “what” Japanese people assert and conduct,
not their presencein aproject. In other words, assistance
displaying “apolicy and principl€’ is more important than
assistance displaying Japan as “a provider.” Consistency
between policy and implementation is also required. For
example, if support is provided only to basic research in
avirus laboratory while asserting the importance of anti-
AIDS measures in the policy discussion, it cannot be
called “assistance displaying a policy and principle.”

In relation to participation in the processes of Health
Care Reform, it is necessary to expedite active coopera-
tion between donors, in particular, the establishment of a
common fund] Basket Fundl District Basket Funds used
as direct support funds for each district is one of the four
Basket Funds planned for the health sector in Zambia, to
which Sweden, Denmark, Netherlands, Ireland, United
Kingdom, United States, EU, and UNICEF have already
participated] or declared their intention to participatell
Under the present circumstances, it isimpossible for Ja-
pan to participate in this fund by transferring foreign cur-
rency into the donor account opened for the Basket Fund.
The establishment of a Basket Fund is one means to pro-
mote a sector-wide approach and cooperation between
donors, and participation in assistance is not limited to this
fund. However, it is necessary to further discuss thein-
efficiency of projects focusing on technical transfer by
foreign specialists aswell as grant-aid projects limited to
hard facilities.

The last suggestion regarding participation in the pro-
cesses of Health Care Reform points out the planned and
strategic utilization of free medical care for children and
specia equipment provided through medical cooperation.
At present, in cooperation with UNICEF and UNFPA, Ja
pan endeavors to enhance the planning of special equip-
ment supply] for medical practices, measures for in-
fectious diseases, family planning through contraception,
anti-AlDS and examination technology, and the health of
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mothers and infantst] However, Japan's strategy for their
utilization has not been clearly identified. The resultsand
impacts of providing specia equipment, including that of
cooperative projects with international organizations, have
not been fully recognized. The Child Health Grant have
been distributed mainly to Polio Eradication Project. With
anincrease in the budget, it becomes necessary to find and
develop another cooperative project in addition to the Po-
lio Eradication Project. Assistance that makesit possible
to provide consumables that are extremely important to
the health sector does not need to take account of current
expenditures after provision. Also, it is easily in-
corporated into a framework of cooperation between do-
nors. It should be noted that assistance at the level of tens
of millions of yeri] the common cost of ordinary special
equipmentUisrelatively significant for Zambia and other
African countries. As mentioned previously, through ac-
tive participation from the planning stage in accordance
with the programming cycle of a development project in
the health sector in a recipient country, strategic and
planned aspects of economic assistance will be enhanced,
and the presence of Japanese cooperation will be increased
aswell.

Health Care Reform isin the proper direction that the
heslth sector in Zambia should take, and its relevance can-
not be denied. Its structure has been prepared carefully
with comprehensive and logical coherence. On the other
hand, even scrupulously designed projects will face many
difficulties once implemented. When participating in the
project, it is necessary to carefully examine the effective-
ness of each component, including the disparity between
theory and reality, and political feasibility, while support-
ing the basic direction. Therefore, it isimportant to par-
ticipate in the project from the planning stage, and resolve
issues to recipient side through continuous discussion.

& Wood, R.I. et alJ 199801
7 Gupta, H.S. et al0 19990

2-3 Urban public health support: measures
against expanding health risks

- Support for the improvement of environmental
sanitatiori] Development of the basic infrastructure,
such as water supply, sanitation, and waste disposal[]
Modeling of cooperation by combining the above
support and the support for sanitation and health edu-
catiori] Improvement of knowledge and attitudes;
Promotion of behavioral changes]
- Consideration of health in rural areas] Community
Empowerment Programme collaborating with local
NGOs; Discussion on participation in Basket Funds[d

As mentioned in Section 1., the relative importance of
urban health problemsis seriously increasing in Zambia.

Urban health problems are closely related to the issue
of environmental sanitation. In the past, when the United
Kingdom launched economic development through indus-
triglization, the mortality rate in urban areas where popu-
lation grew rapidly exceeded that in rural areas. Itissaid
that the high mortality rate in urban areas was mainly
caused by an outbreak of choleraand other infectious dis-
eases due to the deterioration of environmental sanitation®.
A recent survey on urban slumsin India has reported that
the infant mortality rate in the slums around a metropolis
is higher than in an ordinary city. The detailed compari-
son of the infant mortality rate shows that there is no dif-
ference between the slums around a metropolis and those
around asmall city in newborns. The infant mortality rate
differs because of the difference in the mortality rate of
one-month old infants or older due to external factors.
Diarrhea, malnutrition, and measles contribute to the high
mortality rate in the slums around a metropolis. The
larger acity becomes, the severer the deterioration in en-
vironmental sanitation, including population con-
centration. Thus, it is considered to be arisk factor for
health’.

The spread of education on sanitation and health com-
bined with the development of infrastructure for en-
vironmental sanitatior] water supply, sanitation, and
waste disposal (lmay be an effective approach to the so-
Iution of urban health problems. In the Primary Health
Care Project currently implemented in Lusaka City, co-
operation based on the same concept is planned for the
George Compound, where water supply facilities were de-



veloped through Japan’s grant assistance. In the George
Compound, cholera broke out, though not so extensively,
in the early 1999 when water supply facilities were widely
used. This shows that the development of water supply
facilitiesis arequisite condition for the prevention of wa-
ter-based infectious diseases, but not a sufficient con-
dition. It isimportant not only to secure safe water sup-
plies but also to propagate the appropriate water use
through health education. Consultants in charge of grant
assistance provide technical guidance on the use and
maintenance of water supply facilities through community
participation in the George Compound. After the ex-
piration of a contract with the consultants, the JICA Zam-
bia Office plans to provide continuing assistance to NGOs
through the Community Empowerment Programme. As
part of the Development Study, a pilot health education
project, including the development of simple water supply
and sanitation infrastructure, is planned, targeting at other
Compoundsin Lusaka. Thus, the experience of assistance
in thisfield has been accumulated simultaneously and in
parallel. It isnecessary to organize and systematize such
experiences obtained through various approaches, in order
to establish a Japanese assistance package. Moreover,
experiences in Zambia are expected to be useful and sug-
gestive when discussing assistance to other African coun-
tries experiencing the same rapid population influx into
the cities.

Needless to say, it should be noted that focusing on the
urban health problems must not lead to disregarding rural
health problems. Traditional disparities in health stan-
dards between the urban and rural areas still remain in
Zambia. Urban health problems are more appropriate for
projects consisting of the dispatching of Japanese experts,
and grant assistance projects are not suited to the devel-
opment of rural infrastructure which requires high con-
struction costs with a sparse beneficiary population. Such
conventional projects, on the other hand, are likely to pro-
mote health care services that place too much emphasis on
the urban area, which the Zambian Government is endeav-
oring to reform. In order to secure well-balanced assis-
tance, it is necessary to discuss positively the expansion
of a Community Empowerment Programme through local
NGOs, and participation in Basket Funds. In thisway, it
is expected that a system can be established to make Japa-
nese aid funds flow into activitiesin rural and remote ar-
eas which conventional projects cannot deal with.
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2-4 School health support: investment in the fu-
ture generation

- Emergence of long-term effects; Support for em-
powerment regarding health care of each person

- Support for health education and continuous behav-
ioral change rather than collective treatment

- Consideration for children who do not attend schools

The “Critical Composition” surrounding the health sec-
tor in Zambiais so serious that even the Health Care Re-
form may not solve problemsin a short time. For theim-
provement of health standardsin Zambia, assistance based
on along-term vision is also necessary.

Currently, the “School Health Care Programme” tar-
geting at primary schools is under consideration for na-
tionwide expansion, as a part of a“Basic Education Sub-
Sector Investment Programme’d BESSIPOled by the
Ministry of Education. Asthe primary school enrollment
rate in Zambiais relatively high, an effective strategy is
to provide health education through schools, targeting at
many children.

School health programmes in developing countries, in-
cluding Zambia, have been biased towards collective treat-
ment, such as cocktail dosages of antiparasitic agents or
booster vaccinatiort] and inexpensive non-brand agents(]
due to a close relation with donation projects by Western
pharmaceutical companies. However, as collective treat-
ment is a temporary measure, it is necessary to attach
more importance to health education and continuous be-
havioral changes through Life Skills Education. It is de-
sirable to implement a programme with the following
clear objectivest] il0a pupil can use the knowledge ob-
tained from health education at school for the care of hig/
her younger brothers and sisters at home[ iiCa pupil will
transmit a message of health education to other members
in afamily; andd iiiDa pupil will establish abehavior pat-
tern for health promotion continuously to the future when
he/she becomes a parent. The pilot “ School Health Care
Programme” launched at primary schoolsin Lusaka City
as part of the “Primary Health Care Project” is expected
to develop.

First of al, it should be noted that the target population
for school health programmes is at the healthiest age.
Therefore, an approach focusing on treatment has only
limited effects. To justify to provide inputs to the
programmes, the programmes should state apparent objec-
tivesincluding its benefits or effect other than mere im-
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provement of the pupils.

Second, supports for non-schooled children should be
promoted. It is needless to say that the health needs of
non-schooled children are much higher than those of the
schooled children. Furthermore, their accesses to general
socia services besides education are fairly limited, so for-
mulation of systemsto convey them health education mas-
sages of health services are difficult tasks. Third, coop-
eration programmes targeting long-term effects are often
averted, since the programmes which will produce short-
term effects are highly praised. In African region, there
are some medical research institutes of which Japan has
been cooperated for their capacity buildings more than
twenty years. We should bear in our mind that system or
capacity building activities such as school health
programmes need a long-sustained cooperation.

Fourth, Zambia had an inherent experience in which
sufficient school health programmes were implemented.
The programmes contained a booster vaccination, collec-
tive medical examination and mediation, health education
targeting to improve knowledge, attitudes and activities,
and improvement activities for school sanitation. Al-
though progress of the programmes were different accord-
ing to the region, all urban primary schools and some ru-
ral primary schools were covered by the programmes af-
ter 1976°. However, their effects were not so remarkable
only to fail to expand the activities due to the deteriora-
tion of financial situation. Asto school health programme
in Zambia, it is necessary to analyze primary factors
which caused to prevent the sustainability of the
programmes and outcomes of the activities other than the
financial constraints.

However, considering the serious situation of the health
sector in Zambia, it isindispensable to take an approach
to empower people to have the capacity to carry out ba-
sic health care on their own. School health programmes
will provide the most promising opportunity for imple-
menting such an approach.
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Chapter 10. Education and Human Resources Development

1. Outlook for Education

Since independence in 1964 until the mid-1970s, the
Zambian Government developed human resources at vari-
ous stages from primary education through higher educa-
tion. During this period with relatively smooth economic
development, 80% of school-age children enrolled in pri-
mary school. Above all, the quantitative expansion of
secondary and higher education was prioritized, and
people expected an increase in income if they received an
education. Thus, educational opportunities were expanded
steadily until the beginning of the 1980s. However, due
to the economic crisis in the mid-1980s and the in-
troduction of the Structural Adjustment Programmes
education in Zambia has been faced with a crisis”.
Coupled with a rapid population growth, the primary
school enrollment rate dropped from 104% in 1985 to
89% in 19951 according to UNESCO datall Though this
figureis hardly unsatisfactory compared with that in other
African countries, the school enrollment rate has remained
low since the late 1980s and the deterioration of education
is a serious problem.

The educational policy called “Educating our future”
announced in 1996 aims to change from an overemphasis
on higher education to a focus on a nine-year basic
education®. More specifically, basic education will be ex-
panded to seven years by 2005, and eventually to nine
yearsby 2015. Decentralization is another mgjor issue. In
Educating our Future, it is stated that people have theright
to receive education, and the Government'srole isto as-
sure that right. With six principlesin educational de-
velopment, such as liberalization, decentralization, equal-
ity and equity, quality, partnerships, and accountability, the
Government aims at a drastic reform of its policy.

Until 1984, educational expenditures accounted for
12% of the national budget on average. In the late 1980s,
it was around 9%, and since 1990, it has been increasing
to about 15%. In the early 1990s, 30% to 40% of the
educational budget was apportioned to primary education,

1 Kelly, M. JO 1999a[] p. 89.
2 Details are shownin Kelly, M. J0J 19911
3 Ministry of Educatiori] 199601

Nobuhide SAWAMURAO Hiroshima University[

and the share of primary education has been further in-
creasing since 1996. In the 2000 budget compilation, 71%
will be appropriated for primary education®. Accordingly,
in the national budget, the allocation to higher and sec-
ondary education is decreasing.

In 1996, the Ministry of Education, the Ministry of Sci-
ence, Technology and Vocational Training, the Ministry of
Community Development and Social Services, and the
Ministry of Sports, Youth and Child Development started
an “Integrated Education Sector Investment Programme

O ESIPT, aiming to provide quality education and training
effectively and efficiently, as a means to utilize limited
resources through careful coordination of Ministries to
avoid unnecessary overlap’. However, little progress was
made due to difficulties in coordination among the Min-
istries. Therefore, prioritizing the basic education sector,
the Ministry of Education started a“Basic Education Sub-
Sector Investment Programme] BESSIPLT in 1999, in co-
operation with related aid agencies. At present, therelated
organizations are preparing to implement a“ Training Sub-
Sector Investment Programmé] TSSIPY for the training
sector. Under these circumstances, it isinevitable that as-
sistance to secondary education, aside from higher educa-
tion, will decline to a certain degree.

2. Current Conditions by Sub-sectors in Edu-
cation

2-1 Primary and secondary education
The educational system in Zambia consists of a seven-
year primary education and five-year secondary education
O first term: two years, second term: three yearsl Aspro-
posed in the Educational Reform in 1978, two yearg] the
first termdof secondary school will be integrated into the
primary school education to provide the nine-year “pri-
mary and secondary” education. Currently, the nine-year
“basic school” and seven-year “ primary school” coexistin
Zambia. The nine-year basic school was established aim-
ing to lower the expectation of attending secondary

4 Mwikisa, C. N. and Lungwangwa, GO 1998[] Ministry of Educatiori] 19991

> Republic of Zambidl 199601
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school, and to provide sufficient scholastic ability and
technical skillsto be accepted in society after graduation.
Promotion tests from Grade 7 to Grade 8 are carried out
as the number of higher schoolsislimited, and only one-
third of applicants can be promoted. The Government in-
tends to abolish the test in the future

School lessons are generally provided in double or
triple shifts. In Lusaka City, in particular, due to the short-
age of school facilities, only 20% to 30% of applicants are
permitted to enroll. Against this background, aside from
public primary schools, the first “community school” was
established through community participation in 1992. In
1999, the number of community schools reached 373

0 47,276 pupilsCf. Thisrapid growth may be the results of
the policy taken by the Ministry of Education to promote
the establishment of community schools. However, there
are considerable problems, such as the quality of
education, and the difference in standards between public
primary schools and community schools.

The gross enrollment ratio of primary school in 1985
was 100%. Since then, it continued to decline to 82% in
1994 according to some data’. Not only the school enroll-
ment ratio but also the number of children enrolled isalso
hovering at a low level. The recent government an-
nouncement shows that the total school enrollment ratio
for seven-year primary education was 93%1 boys: 98%;
girls: 88%[] and the net enrollment ratio was 69%1 boys:
69%; girls: 70%0in 1996°. The factors causing the stag-
nation of primary education should be analyzed not only
from the socio-economic context but also from the view-
point of education as awhole. According to data from
UNESCO, thetotal school enrollment ratio for secondary
education increased from 19% in 1985 to 28% in 1995,
which shows a seemingly steady improvement. However,
it isreasonable to consider that pupils advanced to second-
ary education due to the economic crisis and the shortage
of job opportunities.

The objective of the Government to achieve universal
seven-year primary enrollment by 2005 seems to be ex-
tremely difficult, as there is arapid population growth,

6 Datafrom Zambia Community Schools Secretariaf] 19991
7 UNESCQ1 199601

8 Republic of Zambidl 199701

® Kelly, M. JOJ 1998[1

1 jhid.

1 Nkamba and Kanyikal 1998[1p. 65.

2 Ministry of Educatiori] 1996[1pp. 53-54.

13 Details are shown in Kelly, M. JOJ 1999b(]

only two-thirds of pupils complete Grade 7, and parents
cannot find value in school education due to itslow qual-
ity’. Parents are dissatisfied with school education be-
causd] idparents cannot afford to bear educational ex-
penses{] iilJthe quality of education islow, and is getting
worse and worse{d iiichildren learn little at school{J iv[
employment opportunities have hardly increased even af-
ter the children receive primary education®.

Children’s learning achievement is one effective index
of the quality of education. According to the research con-
ducted by Southern African Consortium for Monitoring
Educational Qualityl] SACMEQOin the mid-1990s,
25.8% of pupilsin the sixth grade of primary school at-
tained the minimum learning level, and those who attained
the expected learning level accounted for only 2.3%". In
secondary education, the results of final testsin mathemat-
ics and science were extremely unsatisfactory. The gov-
ernment document has repeatedly suggested expeditious
improvement™.

The HIV/AIDS problem cannot be avoided when de-
veloping an appropriate educational plan®. School
education in the areawhere AIDS is rampant should deal
with adrop in demand, the care of orphans, and revision
of the school curricula. About 1,500 teachersin service,
or three-fourths of 2,000 new teachers being trained, die
of AIDS annually, having amajor impact on teacher train-
ing plans.

The budget appropriated for primary education was
considerably low until 1993, compared to that for higher
educatiori] primary education: 37%; higher education:
28%[0 This has been rapidly improved since 19947 pri-
mary education: 52%; higher education: 17%C However,
97% of the current budget for primary education is for
personnel expenses including teachers' salaries, and the
supply of teaching materials and textbooks has been de-
pendent on aid funds. It is supposed that about 10% of
teachers are “ghost teachers” who do not actually exist
due to death or job changes, but are still on the payroll.
More efficient utilization of resources is expected through
the improvement of the competence of the Ministry of



Education.

2-2 Higher education

As primary education is given priority in budget al-
location, the budget for higher education is naturally de-
clining. Reform of universities and colleges has been un-
derway through the collection of tuition fees based on the
cost-sharing principle. It isinevitable that the current
problem, that is, the low quality of education, will be
worsened. Higher education reform mainly aimsto cor-
rect inefficiencies, and utilize resources better in the edu-
cational sector.

The document on educational policy in 1996 announced
the following policy frameworks for higher education in-
stitutions operated with public funds{] iOeducation/ re-
search plan should meset the real needs of societyf] iillthe
level of education/ research/ service should be highly
evaluated in the academic world; and] iii(the appropriate
quality should be ensured and a system of accountability
should be established”. Asabasic financial policy, ap-
plication of the cost-sharing principle and diversification
of revenues are also required for them.

Autonomy isimportant for universities, however, it is
necessary to review their role as institutions providing
higher education with rare sophisticated resources, and to
discuss a scheme to actively utilize such resources for the
development of the nation. For example, the faculty of
agriculture at the University of Zambia has the potential
to contribute to policy planning and R&D in the field of
agriculture; similarly, medical school and University
Teaching Hospitall UTHOhave valuable resourcesin the
field of public health and medicine.

Needless to say, ingtitutions providing higher education,
such as the faculty of education at the University of Zam-
bia, the Nkrumah Teacher Training College, Copperbelt
Teacher Training College, and the primary teacher train-
ing colleges, should be responsible for the training of pri-
mary/secondary school teachers. Thus, it is necessary to
reinforce these teacher training ingtitutions to an appropri-
ate degree in order to improve primary/secondary educa-
tion quantitatively and qualitatively.

2-3 Vocational training
The Ministry of Science, Technology and Vocational
Training, in charge of vocational training, announced a

“ ibid. p. 105.

> Ministry of Science, Technology and Vocational Training] 1996(1
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Technical Education, Vocational and Entrepreneurship
Training Policy in 1996". The Ministry of Education does
not provide systematic and consistent vocational educa-
tion.

This Policy emphasizes vocational training and entre-
preneurship considering self-employment in the informal
sector that absorbs 70% of the labor force, allegedly for
the following two reasons] ila mismatch between the
content of training and the employers' needsisinevitable;
and] ii Onew employment opportunitiesin the formal sec-
tor can hardly be expected under current economic condi-
tions. The informal sector presents the only possibility to
create an employment opportunity for the moment. More-
over, by reinforcing the informal sector, the opportunity
for education and training will be provided to the poor, in
particular, women and young people, thusinvigorating the
economy as awhole.

Training facilities under the Ministry of Science, Tech-
nology and Vocational Training include 16 Trades Train-
ing Institutes] TTIOtargeting at senior secondary school
graduates and five colleges providing 3-year education at
the junior college level. In addition, vocational training
centers targeting at graduates of basic school$] 9-year
education[Jwere established in 1997 and 1998 in Lusaka
and Kitwe. Thetraining period at this center istwo years
and three months, three months of which are spent for
practical training at afactory. A trainee who passes the
final test will have the qualification equivalent to aTTI
graduate.

Currently, the vocational education sector isin the
middle of structural reform, going with the tide of
privatization and public sector reform to reduce the num-
ber of public employees. In 1998, the establishment of the
Technical Education, Vocational and Entrepreneurship
Training Agency] TEVETAOand Technical Education,
Vocational and Entrepreneurship Training Act 1998 stipu-
lating its role were approved, and will be implemented
soon.

It cannot be helped that skill acquisition does not nec-
essarily lead to an employment opportunity in Zambia un-
der the current economic conditions. For the development
in thisfield, it is necessary to review the functions and
position of public training facilitiesin asociety. Inrela
tion to this, five ministries and agencies related to voca-
tional education are planning to implement a Training
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Sub-Sector Investment Programmeé] TSSIPOin coopera-
tion with several aid agencies. Thiswill have a major
impact on the field of vocational training.

2-4 Adult literacy programmes

The literacy rate improved slightly from 51% in 1969
to 54% in 1980, and 56% in 1990. The literacy rate for
women is lower than that for men, and rural areas show
alower rate than urban areas. A literacy campaign has
been carried out since 1990, aiming to reduce theilliteracy
rate to 12% by 2000. However, it is difficult to securein-
structors due to a budgetary deficit, and the number of
learnersis decreasing substantially each year. Therefore,
it seemsimpossible to achieve the objective®.

As mentioned above, it is extremely difficult to provide
literacy education continuously and systematically. Asthe
principal concern of the Ministry of Education is educa-
tion at the primary school level, the educational policy
barely refersto adult basic education as a part of life-long
education and training. The Ministry of Community De-
velopment and Social Services aso provides some literacy
programmes for adults. It is necessary to devise some
measures to make literacy programmes more attractive by
combining literacy programmes with community vitaliza-
tion and skills devel opment.

3. Challenges in Education

3-1 Enhancement of educational administrative
capacity

Many aid agencies agree that educational administrative
capacity is quite insufficient. It is obvious that not only
the central government but also local governments are not
prepared for decentralization. Thisisthe primary problem
in operating BESSIF1 mentioned laterCitself, and capacity
building is one of the important components of BESSIP.
The Ministry of Education recognizes well that it is not
easy to enhance the Ministry’s educational administrative
capacity in the short run. Thus, the only way to steadily
enhance it is through cooperation with development part-
ners.

3-2 Expansion of primary/secondary education
The first priority should be given to quantitative and

qualitative improvement of primary schooling. However,

judging from the fact that primary education does not nec-

16 Mwikisa and Lungwangwal 1998[1

essarily lead to expansion of employment opportunities,
social pressure to improve secondary education is ex-
pected to increase more than ever. Thus, awell-balanced
development of primary and secondary education is re-
quired. The improvement of secondary education at the
cost of primary education is detrimental to the sound de-
velopment of education. At the sametime, it is somewhat
questionable that BESSIP puts too much emphasis on pri-
mary education and providesit with various resources for
he short and medium term.

3-3 Rebuilding higher education

Institutions for higher education, including universities,
received relatively favorable budgetary treatment up to the
early 1990s. It isessential to provide subsidies at an ap-
propriate level, and tertiary education financing should be
shared among institutions for higher education and stu-
dents as the beneficiaries. Those ingtitutions with leading
human resources will not only contribute to the diversifi-
cation of revenue sources but also the building up of their
own capacity in research and education through the imple-
mentation of projects commissioned by the government
and aid agencies. Although academic freedom in univer-
sities and their autonomy should be recognized, institu-
tions for higher education should reconfirm the important
reason for their existence, that is, to respond to social
needs.

3-4 Adaptation of vocational training to employ-
ment needs

Reform in the vocational training sector is currently un-
derway. The current training curriculum which is often
said to beirrelevant to the employers needs, also puts em-
phasis on the training of entrepreneurs for self-employ-
ment in the informal sector. Effective skill acquisition is
said to be difficult at public vocational training facilities
due to their inefficient operation, without exception in
Zambia. As employment in the public sector cannot be
expected for the time being, it is necessary to promote ac-
tive exchanges with the private sector, including the infor-
mal sector. In the medium and long term, independent op-
eration of each vocational educational facility without re-
lying much on subsidiesis required.



4. Direction of Assistance

4-1 Japan’s experience in educational assis-
tance

Zambiais one of the African countries with which Ja-
pan has conducted educational assistance for years. In
1980, project-type technical cooperation in the medical
school at the University of Zambia started, and coopera-
tion with the department of veterinary medicine at the
University of Zambia started in 1985. In addition, avo-
cational training expansion program started in 1987.
Since the early 1980s, mathematics and science teachers
of the Japan Overseas Cooperation Volunteers] JOCV [
have been dispatched, and members of JOCV have been
working at vocational training facilities. Since 1998,
through Japanese Grant Aid, primary and secondary
schools have been constructed around Lusaka

Basic education is the priority in the current interna-
tional assistance policy as well as on the Zambian side.
Vocational training of people who completed higher or
secondary education is not necessarily given priority,
though Japan has provided assistance for years. The fo-
cus has shifted from the hardware type of cooperation,
such as the construction of facilities, to software type of
cooperation, such as the development of systemsand in-
stitutions. Accordingly, Japanese assistance policy also
puts emphasis on basic education and the software type of
cooperation.

If project-type cooperation is clearly effective and effi-
cient, Japan may actively continue promoting such assis-
tance. However, under the present situation where a sec-
tor-wide approacti] e.g. a Sector Programmellis going to
be introduced, an objective basis for the validity of
project-type cooperation is required. In particular, judg-
ing from the fact that DAC’s new devel opment strategy
was set at Japan’s initiative, the policy of contributing to
basic education, such as primary/secondary education,
must include not only the construction of facilities, but a
comprehensive approach including the software type of
cooperation as well.

In the vocational training field too, it is time to shift
from cooperation in providing sophisticated vocational
training of people who completed secondary education
that tends to largely depend on equipment, to cooperation
focusing on the recipient country’s needs and actual con-
ditions. As previously mentioned, the focal point of edu-
cational assistance is basic education. Similarly, basic
skill acquisition should be given priority in vocational
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training. For example, in order to contribute to job cre-
ation in the informal sector, it is necessary to provide vo-
cational training and skill development directly connected
to production activities.

To respond to Zambia's assistance needs is a prerequi-
site for Japanese assistance. However, unlessit is recog-
nized that Japan has limited human resources that can con-
tribute to international cooperation, successful assistance
projects will beillusory. Infact, it is extremely difficult
to select and dispatch personnel that can actively contrib-
uteto the field of education. The number of consultants
specializing in research on education islimited. Thedis-
patch of long-term experts, which is particularly impor-
tant, hardly comes up to expectations in the recipient
country. Personnel dispatched from Japan are expected to
have professional experiencein a specific field and tech-
nical ability to a certain extent. However, thereislittle
opportunity to use such ability and experience directly in
actua cooperation. Inthefield of education and training,
it seems, at least at the policy level, unnecessary to trans-
fer Japanese experiences, technology, and skills. In this
respect, experience accumulated within the Japanese min-
istriesis of little use. Therefore, it isimportant to expand
asystem of public participation in the pool of expertsto
be dispatched, and to select potential personnel with lan-
guage proficiency and coordinating ability, without speci-
fying educational specialty in the narrow sense.

4-2 Sector Programme

When discussing assistance in the field of education and
vocational training in Zambia, the Educational Sector In-
vestment Programmé] ESIPOis very important. ESIP, led
by the World Bank, started in 1996. Initially, it included
not only educational and vocational training but also non-
formal education, with four ministries involved; the Min-
istry of Education, the Ministry of Science, Technology
and Vocational Training, the Ministry of Community De-
velopment and Socid Services, and the Ministry of Sports,
Youth and Child Development. InAugust 1997, ESIPwas
divided into two sub-sectors: Basic Education Sub-Sector
Investment Programmé] BESSIPOand Training Sub-Sec-
tor Investment Programmet] TSSIPL] for the following
two reasonst] idThe implementation of ESIPtended to be
delayed due to the difficulty in coordinating the four min-
istries, and] iiJthe World Bank, apprehensive about a
funding shortage, intended to give priority to the basic
educational sector. It wasin 1999 when BESSIP began to
work in earnest. The objective of BESSIP isto increase
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the number of children enrolled in school and to improve
the learning attainment. Above all, the primary specific
objective isto fully achieve universal seven-year primary
enrollment by 2005.

The final objective of participation in the Sector
Programmeisto invest fundsin a Common Basket. How-
ever, it is appropriate to separate the participation in
BESSIP and the investment of fundsin a Common Bas-
ket”. Inview of the current capacity of the Ministry of
Education, if funds are invested in a Common Basket
without any conditions, the funds may not be utilized ef-
ficiently, moreover, the investment can be an excessive
burden for the Ministry of Education’®. BESSIP has the
following eight components as priorities] i Overall
Management[d iiOInfrastructure[] iii D Teacher training,
deployment and compensatiort] ivCIEducationa materids,
and overall procurement[] vOEquity and gender[] vi[l
School health and nutrition[d viiOCurriculum develop-
ment[J viiiOCapacity building and decentralization. Aid
agencies implement each project/program, while coordi-
nating and cooperating with each other™.

These educationa Sector Programmes are implemented
in cooperation with a recipient country’s government and
aid agencies. This makes it difficult to accept conven-
tional individual project-type cooperation. The Sector
Programmes aim to improve the efficiency of assistance
through common procedures, by grouping separate
assistances by field, and promoting sound devel opment of
the sector as a whole. The implementation of the
Programmes varies according to the country. In Zambia,
it is not compulsory and aid agencies take a cooperative
attitude toward implementation. However, as mentioned
above, the Ministry of Education cannot control the in-
vestment of funds in the Common Baskets with its current
capacity. All aid agencies are very cautious, considering
the questionable transparency of fund utilization and the
importance of accountability. Fund pooling through Com-
mon Baskets forms the bases of the Sector Programmes.
However, there is no aid agencies that can provide finan-
cia cooperation without any conditions. It is necessary to
explain to related organizations that Japan cannot directly

invest funds in Common Baskets not because Japan denies
the concept of Common Baskets, but because of restric-
tionsimposed by Japanese law.

For Japan, it does not matter whether Japan can invest
funds in Common Baskets or not. The more critical prob-
lem is that Japanese assistance has had limited impact and
achievement, though Japan has provided the largest
amount in donations to BESSIP as hilateral cooperation

00 14% of the total O through the construction of basic
schools. In view of Japan’s assistance capacity, it was
proper at first to cooperate in basic school construction in
the compound around Lusaka where many poor people
live. As this Japanese assistance project was already
planned before the implementation of BESSIP, it is nec-
essary to discuss whether similar assistance can be pro-
vided or should be provided in the future. In BESSIP,
transparency and information-sharing regarding fund uti-
lization are required not only by Zambia but also by aid
agencies. Naturaly, ahigh degree of transparency is also
required in Japanese assistance. It cannot be denied that
in the near future, the Japanese-style cooperation in school
construction, consisting of hardware assistance without
any soft ware, will raise questions besidesits high costs™.

4-3 Assistance approach

(1) To give priority to primary/ secondary educa-
tion

The primary/secondary school enrollment ratio in Zam-
biais better than other African countries. However, in
fact, the net enrollment ratio for primary education in
1995 was 75%, showing that one in four school-aged chil-
dren has not been provided with learning opportunities. In
order to expand educational opportunities quantitatively,
it is essential to improve education itself qualitatively as
well to make it more attractive for children and parents.
For this purpose, the construction of facilities including
classroomsis not enough. It isalso necessary to adopt an
approach from the children’s viewpoint, to consider the
children’s psychology and health. For example, activities
with community participation, based on primary/second-

7 DANIDA, for example, plans to donate US$ 30 million to BESSIP in the next five years. Even if the conditions are set down, the
funds for the Common Basket will amount to only US$ 1 million, and most funds will be utilized to develop its own projects within

BESSIP components.

8 |rish Aid, considered to be active in investing funds in Common Baskets, also sets down various conditions for the use of the funds.

* Ministry of Educatiori] 199901

2 Moreover, as the concept of community participation has not been incorporated into the construction, the school islikely to expect

too much of Japan in terms of maintenance of facilities.



ary schools constructed by Japanese assistance, can in-
clude social development, such as public health. Also,
through assistance in teacher training and education, the
above-mentioned considerations will be given attention.
In particular, it is difficult to provide assistance to second-
ary education due to BESSIP. Therefore, based on the
experiences of dispatching JOCV, Japan may cooperatein
the reinforcement of mathematics and science education.
As decentralization is the prime issue, it is aso possible
for Japan to cooperate with other development partnersin
the establishment of an educational board system, and
build up local-level capacity through development study
and the dispatch of experts as pilot projects.

The reinforcement of secondary education at the cost of
primary education is not appropriate. However, consider-
ing the fact that alarge number of graduates from primary
school enter secondary school, and the graduates from
secondary school become primary school teachers, the
well-balanced devel opment of the educational sector asa
whole is the prime consideration. Moreover, secondary
education not only broadens the choice of careers, but can
also be aturning point for people to emerge from pov-

erty™.

(2) To provide vocational training directly con-
nected to job creation

In general, when the economic growth is stagnant with
high unemployment rate, the government tends to adopt a
policy to reinforce vocational training. Under such cir-
cumstances, it is not expected that vocational training can
create employment, though vocational training aways at-
tracts too much expectation. It isextremely difficult, but
training should be the one that enhances productivity, and
creates opportunities for employment and self-employ-
ment.

In view of the actual state in Zambia with an important
issue of poverty reduction, vocational training in which
people acquire sophisticated skills should be carried out
on an enterprise basis, and this may not be treated as the
priority in the field of assistance. On the contrary, if train-
ing targeting at the poor is not limited within aframework
of vocational training provided by the government, and
leads to the poverty reduction, such training can be the
priority in the field of assistance. Activitiesin the infor-
mal sector are the practical option for most people. Judg-
ing from thisfact, it istime for Japan to consider measures

2L |nternational Development Center of Japari] 1999(1p. 52.
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to contribute to technical development and entrepreneur
training in this sector, in cooperation with other aid agen-
cies and NGOs, though Japan has not have enough expe-
riencesin thisfield. For this purpose, first of al, Japan
should actively beinvolved in promising TSSIP from the
initial stage, and actively participate in coordination with
not only Zambia but also other aid agencies.

(3) To improve and reinforce the efficiency of
higher education

In Zambia, the secondary school enrollment ratio in
1995 was as high as 28%. The educational development
will become imbalanced if primary/secondary education
aloneisreinforced. Asthe demand for higher education
is expected to grow more than ever, it will firstly be nec-
essary for students to share an appropriate proportion of
the costs, as well as to improve the efficiency of school
management. Unless these conditions are fulfilled, assis-
tance in professional education at the undergraduate level
will be nothing but the creation of an isolated project that
will not last. Therefore, it is necessary to reevaluate the
role of higher education from various viewpoints, and
considering what kind of services can be provided to the
society, rather than providing assistance to education and
research irrespective of social needs The faculty of edu-
cation at the University of Zambiaisin charge of thetrain-
ing of secondary school teachers. If the impact on pri-
mary/secondary education is confirmed, there seems some
possibility that Japan will provide assistance.

(4) To actively participate in Sector Programme

Currently, BESSIP is underway in Zambia. Other aid
agencies are providing cooperation in accordance with the
initial intent of Sector Programme. Under these circum-
stances, it should be discussed carefully whether it is ap-
propriate for Japan to continue to provide conventional
individual projects on the grounds that thisis the nature of
its assistance system. A practical approach for the time
being would be to build as much flexibility as possible
into the operation of conventional projects, and to place
them among the components of BESSIP. For this pur-
pose, it is crucial to dispatch experts continuously to the
Ministry of Education. For TSSIP, the same consider-
ations are required.

For Japan to provide cooperation separately from Sec-
tor Programmes is not only inappropriate but also impos-
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siblé] however, cooperation in secondary/higher education
isnot included in BESSIPC Thus, active participation in
BESSIP s particularly important for Japan, in view of its
assistance capacity. Through this, Japan’s cooperation
will be broadened, and its cooperation capacity will be
improved. Under these circumstances, it should be taken
into careful consideration that Japan’s peculiarity, that is,
its relatively inflexible assistance system, is not interna-
tionally acceptable. Thus, Japan is required to respond to
various needs for assistance with adaptability, by utilizing
the current system in aflexible way.
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1. Current Situations of Transportation Infra-
structure

The transport network in Zambia had been developed
under the strategic concept during the colonial era, and
thus does not fully coincide with the current national de-
velopment or the transport demand. During the colonial
period, transport routes connecting the Copperbel 0 where
mining was the major industryJand the ports along the
Indian Ocean were the only major transport infrastructure.
While Zambia's transport infrastructure does not link the
current centers of high population density, the routes in
Zambia connecting to the ocean have been well devel oped
for the purpose of national security and economic growth.
However, the transport network linking major cities,
which is the basis of domestic transport has been ne-
glected in terms of maintenance. Transport routes for ag-
ricultural products have failed to connect the production
areas and the consumer market effectively, thus hamper-
ing rural economic development. Domestic transport sta-
tistics on the details of freight origin and destination inside
the country apparently does not exist. This shows that the
transport network in Zambia has been for export/import
freight, and not for domestic freight. The major trunk
roads in Zambia thus overlap with those of the South Af-
rican Development Community] SADCL]

Among various transportation modes, road is the most
conspicuous mode of transport. In 1994, for example,
63% of export freight was moved on road. Railroads are
used for transporting export freight, while pipelines are
used for transporting imported petroleum. A marked shift
from railroads to roads has occurred in recent years.
When comparing the GDP in 1994 and that in 1997 in the
transportation sector, the growth rate for railroads was
62%, whereas that of roads was 115%. The share of road
transportation increased slightly, as shown in the ratio of
railroadsto roads, from 21 : 79in 1994 to 17 : 83 in 1997.
The increase in the road traffic had had negative impacts
on the road surface conditions. Consequently, the need for
road maintenance has arisen at an annual cost of about
$100 million.

Current transport policy in Zambia is based on
privatization and deregulation, with the aim of ensuring
efficiency in the transport network as well as transparency
of transport services. This policy iscompletely different

Toshiyuki IWAMA (JICA Grant Aid Management Dept.)

from the one dominating until the early 1990s under
which social aspects came before profits. Through imple-
mentation of the current policy, ZambiaAirways and the
United Bus Company were liquidated, and the Tanzam
Railways and Zambia Railways has been handed over to
private corporation. The transport policy set in 1995
stated the following three objectives:

0 i0 To make best use of the public and the private sec-
tor in response to demand.

0 ii0To determine the allocation of resources among
transport modes in order to minimize socia costs.

O iii(dTo set transport fares so that profits can fully cover
investments.

To achieve these objectives, the government has aready
implemented the following policies:

0 i0 While enforcing the quality of service, alowing
the private companies to freely participate in road
construction and consulting services.

O ii0Abolition of the restrictions on foreign currency
exchange that have been imposed on transport
companiesin purchasing spare parts and vehicles.

O iiiCElimination of government intervention in decid-
ing transport fares, and leaving the decision to mar-
ket forces.

The present state of the major transport infrastructurein
Zambiais summarized below.

1-1 Roads

The major trunk roads links Lusaka, the capital city,
with magjor towns and further to Zimbabwe, Botswana,
Congd] DRCI] Tanzania, Malawi, and Mozambique. The
road network in Zambia extends to about 66,000 km,
about halfJ 36,000 kmOof which has been registered in
compliance with the Road and Road Traffic Act. Roads
serving as economic infrastructure are owned by the
Roads Department and the local authorities. On the other
hand, the management and maintenance of unclassified
roads, such as community roads in urban areas, access
roads to the market, medical or educational facilities of
rural residents, are carried out voluntarily by only few
road users. Thetraffic on the roadsis generally not high;
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only a few major road sections in Lusaka and the
Copperbelt carry the daily average traffic of more than
1,000 vehicles. Outside these areas even the SADC trunk
roads have 300 to 500 vehicles aday. The daily average
traffic volume on most local roadsislessthan 100. This
shows, from the viewpoint of road traffic, that 90% of traf-
fic is concentrated on the roads accounting for less than
20% of thetotal length of the country. As most financial
resources have been invested in new roads, road mainte-
nance has not been sufficient. Accordingly, roadsin ad-
equate conditiori] sustainable under regular maintenancel]
account for only 20%, or 1,700 km. Therest of the roads
require repair first, as they are in too poor a condition to
provide aregular maintenance.

The government has only limited financial resources for
the transportation sector, despite the importance of road
traffic and the necessity of maintenance. Thus, in the
early 1990s, the government decided to review its road
policy completely, in order to secure a broad basis for fi-
nancing and place the cost burdens upon the users as ap-
propriate. Asthefirst step, Zambiajoined the Road Main-
tenance Initiativé] RMIOand accepted its basic principles.
Also, Zambia decided to ask the World Bank for support
to implement the RMI, and developed a Road Sector In-
vestment Programmeé] ROADSIPOas a prerequisite for
IDA financing. For thefirst half] from 1997 to 20010of
aten-year ROADSIP, financial support from IDA amounts
to $70 million. Thetotal investment in thefirst half ises-
timated to be $400 million, which includes road user
charges amounting to $130 million. All on-going and fu-
ture road projects implemented by donors such as the EU,
other European countries, and Japan are also included in
the ROADSIP. ROADSIP aimsto improve over 15,000
km of roads, which carry more than 90% of road traffic
countrywide, to make them fit for regular maintenance by
2001. Moreover, it plansto secure a maintenance budget,
and repair over 8,000 km of roads and about 1,000 km of
rural roads ayear, in order to carry out regular mainte-
nance. For these purposes, ROADSIP includes the rein-
forcement of administrative institutions such as the Na-
tional Road Board] NRB[1 Besides, training in private
companies isincluded so that they can be commissioned
to design and construct roads. The overall ROADSIP cov-
ers rehabilitation of road$] 14,000 kmOand maintenance
of aroad networkd 36,000 km[J which requires invest-
ment of no less than $860 million.

1-2 Railroad

A railroad network in Zambia connects Copperbelt to
ports in Mozambique, Angola, Tanzania, and South Af-
rica. Routes to Angola and Mozambique have not been
fully utilized due to civil warsin these countries. Instead,
the relatively longer routes to Tanzania and South Africa
have been used. There are two Public Railway Corpora-
tionsin Zambia; namely, Tanzam Railways bound for Tan-
zania, and Zambia Railways for therest. The former was
established jointly by the two governments. The latter is
suffering from poor performance. For example, despiteits
transport capacity of 8.5 million tons, the volume of
freight of Zambia Railways dropped from 4.5 million tons
in 1990 to 1.5 million tons in 1996. Thisdrop is attrib-
utable to the following problems of Zambia Railways it-
sdff] idRail cars have become decrepit[d ii Olnsufficient
maintenance has caused frequent accidents, andJ iiiC]Lo-
comotive power has decreased by half of the designed
value. In addition to these problems, severe competition
with road transport companies has also contributed to this
drop. Thetransport capacity of Tanzam Railways, too, has
decreased by half of the designed value due to the lack of
an adequate signalling system.

2. Energy Infrastructure

In 1996, total energy consumption in Zambia was 4.8
million tons in terms of oil consumptiori] TOE 88% of
which was covered by domestic energy sources, and the
rest of which, or 12%, was covered by imported oil. Ma-
jor energy sources are biomass such as wood and charcoal

0 72%0and electricity] 12%[1 An extremely small num-
ber of solar power plants are in operation. However, ahigh
tariff imposed on solar equipment at the time of purchase
has restricted itsintroduction. Asfor energy consumption
according to use, household consumption accounts for 3.1
million TOE or about 75% of total energy consumed, with
biomass being the major source. The mining industry] the
Zambia Consolidated Copper Mines Limited] ZDDM[TJ
is alarge electricity consumer, consuming 65% of total
domestic electricity. On the other hand, only 10% of the
general population have access to electricity, consuming
about 15% of the total.

A survey in 1990 shows that biomass accounts for 92%
of household energy sourcesin local areas and 78% in ur-
ban areas. Therefore, if the use of biomass continues at
the current level, it will obviously have an adverse effect
on the environment. The forest in Zambiais 610,000 kn,



accounting for 81% of the total land area. However, due
to deforestation and slash-and-burn agriculture, the forest
areais decreasing by some 140,000 ha each year. Thus,
FA O estimates the forest area actually contributing to the
supply of timber to be less than 50% of thetotal land area.

2-1 Electricity
Electricity is the major domestic energy source after
biomass. The total generating capacity exceeds 1,800
MW, and the Zambia Electricity Supply Corporation
0 ZESCOUOsupplies 1,650 MW. Electric power generation
dlightly exceeds domestic demand; thus 150 MW is ex-
ported to Zimbabwe. In respect to the electricity distribu-
tion network throughout Southern Africa, Zambiaisincor-
porated into a transmission network linking Congo and
power plants along the Zambezi River basin. However,
due to insufficient maintenance of transmission and dis-
tribution systems and a shortage of skilled personnel,
power failures occur frequently. This has undermined the
reliability of electricity supply. Moreover, the charges for
electricity have been set well below the actual cost, and
even these charges have not been collected appropriately.
Therefore, ZESCO has a substantia deficit, which hinders
economic growth. In order to solve the problemsin the
energy sector, it is necessary to set charges at alevel,
which isfinancially sustainable, and to protect consumers
from a possible abuse by supplier of their monopoly sta-
tus. Charges should be set at least at alevel to cover capi-
tal and future investments. In 1997, the government es-
tablished a supervisory organizatiori] the Energy Regula-
tion BoardOindependent of the government, authorizing
it to set charges in the energy sector. However, the suc-
cess of this new system is questionable without consoli-
dating cumulative debts and the provision of capital.

2-2 Qil and coal

As for the oil sector, the government has formulated
policies for energy development and security. Refining,
supply, and setting the charges for oil are commissioned
to each public corporatiori] refining: INDENI Refinery;
supply: ZNOCO The government plans to remove restric-
tions on oil importsto liberalize transactions. 1n addition
to these two public corporations, INDENI and ZNOC,
several private companies have already entered in this sec-
tor. The government is ng the future availability of
oil.

Coal production dropped from 740,000 tonsin 1975 to
180,000 tonsin 1996. Coal users are limited to the cop-

per mining industry and other industries. Zambia hardly
exports coal; instead, it imports 100 tons of coke from
South Africafor copper production.

2-3 Water supply

Although about 70% of urban residents have access to
water supplies, people in the urban outskirts and in the
Compounds rarely have access to water supplies. Though
there are some differences among Provinces, only 10% to
30% of local people have water supplies. The government
formulated a National Water Strategy to enhance water
supply in urban and local areas, thereby carrying out wa-
ter resource management, irrigation, and water pollution
control. It aims to achieve 100% water supply to urban
areas and 50% to local areas by 2004. The Water Supply
and Sanitation Act established in 1997 approves the opera-
tion of private water supply companies, and stipulates the
establishment of a supervisory organization. However,
before privatization, it is necessary to eliminate cumula-
tive deficits that burden the existing organizations. Itis
also urgent to repair urban water and sewage facilities
which are in poor condition. Moreover, appropriate
charges should be set and their collection assured.

3. Problems of the Infrastructure Sector

The greatest problem common to the infrastructure sec-
tor in Zambiaisinsufficient “Cash”. At present, the nec-
essary “Cash” is never available. Therefore, even though
the government guarantees the transparency of expendi-
tures, and users contribute funds and monitor the use of
funds themselves, politicians and government departments
desparately need the “Cash”. In the past, road funds were
used for road projects other than their intended scope, so
the NRB has been persistently engaged in athorough in-
vestigation. Until the financial management gets on track,
similar problems are likely to occur.

Due to insufficient capacity and flexibility of the exist-
ing administrative organizations, reformsin the infrastruc-
ture sector are now underway. These reforms are charac-
terized by enhancement of the private sector and deregu-
|ation, which the British administration under then Prime
Minister Margaret Thatcher adopted. Zambia endeavors
to follow this British model closely. Thisis natural, as
Zambia currently depends on the Europe and the United
States for most of the necessary technical and administra-
tive skills. This must be fully taken into account when
Japan provides assistance in the infrastructure sector.
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As the Zambian people themselves must operate infra-
structure facilities in the future, it is urgent for the coun-
try to provide personnel training. Asis obvious from
Japan’s history, national development cannot be achieved
without education. The difference between these two
countriesisthat in Japan, the government took the initia-
tive in the development of the infrastructure, whereasin
Zambia, the existing public sector, including its structure,
personnel, and wage system, are lacking in flexibility for
future development. Thus, the first requirement would be
the commercialization of public organizations and person-
nel training in the private sector. Whileit is hecessary to
transfer technology, capacity building among managersis
more important.

4. Aspects for Assistance

Stabilization of the macro economy is the key to eco-
nomic growth in Zambia. A three-year Enhanced Struc-
tural Adjustment Facilitydd ESAFOdecided by IMF of
March 1999 establishes the following two major objec-
tives of assistancel] iOreform of the public sector, andd iil]
promotion of exports. Accordingly, the government has
placed special emphasis on the policy of privatization of
state enterprises that accounted for 80% of the national
economy inthe past. In theinfrastructure sector, too, car-
rying out major structural reform and privatization isin-
evitable.

Poverty reduction is another important issue of assis-
tance for Zambia discussed at donor meetings. It isnec-
essary to prevent the aggravation of poverty in the course
of implementation of the Structural Adjustment
Programmes. Traditionally, the government provided so-
cial services, as private businesses were not considered
suited to this. Thus, for more than 30 years since indepen-
dence, Zambia has been striving to create a welfare state.
Ironically, these efforts have resulted in inefficient opera-
tion of the state enterprises and public organizations, re-
sulting in adeclinein social services.

Projects in the infrastructure sector must be imple-
mented aiming at two seemingly incompatible targets,
privatization and poverty reduction. The courses to be
taken are summarized below.

- To restrict the role of the government and local au-

thorities to policy planning and evaluation.

- To make a comparative study on various options to

improve the management of state enterprises.

- To ensure ownership, accountability, and transparency.

- To promote so-called “ grassroots projects’ carried out
through community participation, not by the govern-
ment or local authorities.

In the infrastructure sector, Sector Investment
Programmes] SIPshave been implemented for roads.
Compared to SIPs implemented to other countries and
sectors, ROADSIP does not anticipate common imple-
mentation procedure or use of basket funding. The only
rule in selecting an investment project is to respect as
much as possible the economic aspects. Itisaso planned
to develop a design manual and common tender specifi-
cations with the major objective to facilitate the participa-
tion of new road construction businessin Zambia. Thus,
large projects implemented by donors under international
competitive bidding are unlikely to be affected. Road re-
pair work in Lusaka City implemented by Japan was in
accordance with the urban road development plan, which
became a part of the SIPs. There has been an argument
that bridges for rural roads should have been rebuilt with
the funds used for the construction of the new Chirundu
Bridge. However, from the viewpoint of economic im-
pacts, this project isin line with the principle of the SIP.
When Japan implements road projects in the future, it is
necessary to eva uate the projects based on their economic
impact, and confirm whether the projects are included in
the SIP or not.

5. Future Direction of Assistance

Road infrastructure definitely serves as a basisfor eco-
nomic activities and a prerequisite for national develop-
ment. In developing countries, including Zambia, where
economic activities have been underdevel oped, it is nec-
essary to recognize that infrastructure itself creates em-
ployment. Particularly in rural areas where the means for
cash acquisition is rare, road maintenance through com-
munity participation will have a considerable economic
impact in these areas. Therefore, when providing assis-
tance to the infrastructure sector, it is necessary to take
into account not only the road network itself, such as a
new construction for complementing a missing link, but
also the impact on the regional economy. In general, re-
quests for infrastructure development are made by people
supporting construction to supplement insufficient physi-
cal fecilities. Thisisapplicableto large citiesin Asiaand
other developed countries, where traffic is extremely
heavy on their trunk roads, but not to Zambia, whereit is
very hard to justify aroad project just in terms of direct



economic impacts. On the other hand, in order to reduce
the financial burden for road maintenance in Zambia, it
would be necessary to construct sturdy roads, thus reduc-
ing maintenance costs. Therefore, international highways
and urban roads with heavy traffic could be reconstructed
based on this aspect. Potential projects include the reha
bilitation of urban roads in Lusaka and the Copperbelt
where traffic is relatively heavy] 1,000 to 5,000 cars per
dayJ which can be appropriately regarded as conventional
large-scale civil engineering projects. If a conditionality
is established that public funds saved by implementing
these road projects should be used for the devel opment of
community and feeder roads, not only the direct impacts
of road development but also wider secondary impacts can
be expected, thus enlarging to benefits of such projects.
For this purpose, it is necessary to take into account the
following points when planning and implementing
projects.

i Necessity of personnel training

Instead of relying on foreign experts, it is necessary
to enhance the policy-making capacity of the govern-
ment, and the management skills and capacity of the
private sector. However, as there are already some ex-
patriate experts and consultants at the governmental
level and the transport policy follows the British ex-
ample, Japanese experts are unlikely to play an active
rolein thisregard. On the other hand, in rural and lo-
cal areas, despite the growing need for road develop-
ment, human resources are very limited. Therefore, the
demand for skilled personnel is acute, and it would be
necessary to dispatch personnel to directly support the
planning and managing capacity in field.

ii00 Development of rural roads at the community level
Road development at the community level is effec-
tive to open up new possibilities for cash acquisition
and to enable inhabitants to become aware of their own-
ership of roads. This kind of project is expected to
make progress through provision of the necessary ma-
terials. What is actually lacking is not materials, but
capacity for the planning and implementation of
projects, so human resources are reguired when provid-
ing cooperation in earnest to this sector. Therefore, it
is desirable for Japan to combine technical cooperation,
including the Japan Overseas Cooperation Volunteers
0 JOCV [ with the provision of equipment by the Grant
Aid for Grassroots Projects.

Part |. Chapter 11. Infrastructure and Energy

iiidd Role-sharing between the government and the pri-
vate sector by regarding the road development as
abusiness

Asthe basic principlein the road sector in Zambiais

“outsourcing”, there is no need to prepare excessive hu-
man and physical resources for the government and lo-
cal authorities. Itisnot desirable, for example, to pro-
vide equipment for road construction on the assumption
that the government continues to be in charge of road
development, as this brings great pressure on the private
sector. The number of government officials will be re-
duced, whereas entrepreneurs must be trained. There-
fore, it is highly desirable to provide active support for
the training of retired government officials who plan to
start up new businesses. However, one might decide
here whether ODA should be used to provide training
for private individuals or not.

ivD Railroad

There is some possibility for assistance in the railroad
sector, asit isin the course of full privatization. The
needs for infrastructure include tracks, telecommunica-
tions, and traffic signal's, but to what extent these should
be developed is not clear. The reorganization and
privatization of the Japan National Railway$] INRO in
particular, is an example of railroad reform. A regional
division as Japan did] or according to routes in the case
of ZambialJdoes not seem to be practicable; rather, the
separation of infrastructure from operations should be
adopted as in Europe and the United States. The only
way for Japan to provide assistance isto make Loan Aid
at low interest rates for infrastructure improvement,
unlessthereis a particular reason for further active par-
ticipation.

v Electricity

Asfor electricity, we can only expect the Zambian
Electricity Supply Corporatior’] ZESCOOto make
progressin its performance. Moreover, accessto elec-
tricity focusing on urban residents should be improved.
It is necessary to develop transmission and distribution
facilities. However, as structural reform including
privatization is underway, it is not the time to imple-
ment many projects. As for biomass used in most
households, dependency on biomass should be reduced
through the improvement of accessto electricity mainly
in urban areas. At the same time, cooperation should be
provided to promote the introduction of improved
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stovesincluding the shichirin asmall portable stove
for cooking with charcoalJto enhance thermal effi-
ciency. According to an experiment in a “Household
Fuel Project” carried out in 1992, a shichirin developed
in this project saved 40% of woodfuel, compared to the
conventional Baura. Thus, ashichirinis effectivein en-
abling the poor to save fuel costs, and contributes to the
conservation of forest resources. It isdesirable for Ja-
pan to actively participate in such projects, if thereisno
other effective means to save biomass.

6. Conclusion

The Zambian Government is unlikely to allocate further
expenditures for the infrastructure sector whose future
needs and profitability are unpredictable but large. There-
fore, it is urgent to introduce new financial sources] like
user fees1 The development of physical infrastructure
including maintenance is necessary. However, what is
more important isimprovement in the operational bodies.
Under these circumstances, assistance for the road sector
that is easy to set up aclear target and also complies with
acurrent ODA experience would be considered. Other
projects to directly benefit people such as the “Household
Fuel Project” are also necessary; it would be necessary to
discuss whether continuous assistance in this field should
be provided.
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1. Basic policy

1-1 Economic situation

Zambia has made relatively steady progress in eco-
nomic development sinceitsindependencein 1964. How-
ever, Zambiawas heavily dependent on imports under the
government-controlled economic policies, and about 90%
of itsforeign currency revenue was dependent on copper.
Therefore, the first Oil Crisisin 1973 and the subsequent
fall in international copper prices from the mid-1970s
decimated the Zambian economy. Since then, it has be-
come physically difficult to maintain the rate of economic
growth rate at 3% or above exceeding the population
growth, with the GDP per capita continuously dropping.
Finally, supported by IMF and the World Bank, Zambia
introduced the Structural Adjustment Programmes in
1983. The MMD Administration coming into power in
1991, though meeting with a setback, aggressively pro-
moted the Structural Adjustment Programmes aiming at
the following changes.

i liberalization of foreign exchange and trade

ii0 abolition of price controls on staple food$1 maized

iii0 privatization of state-run enterprises, including
copper mines

ivd public service reform

vO financial reform

vi decentralization

Consequently, the Zambian economy registered positive
growth in 1996 and 1997, but this was followed by nega-
tive growth in 1998, and the problem of external debt is
far from being solved. Thus, the prospects for the future
of the Zambian economy are bleak. The GDP per capita
is till declining. Moreover, the socia indicators such as
life expectancy, infant mortality rate, and school enroll-
ment ratio have been worsened in recent years. About
70% of the total population are poor. Concernsarerising
that the high prevalence of HIV/AIDS may have major
socio-economic impacts both in the short and long term.

1-2 Present status of development plans

Under these circumstances, the current administration
substantially abandoned the 4" Five Year Plari] 1988-930
and introduced Public Investment Programmes] PIPCl
The PIP have not been further devel oped since the 1995-
96 Programme aswdll. At present, in cooperation with the
government and donors, Sector Investment Programmes

O SIPsOmainly led by the World Bank are being devel oped
and implemented in various sectors, such as agriculture,
public health, education, and road infrastructure. In addi-
tion, the government is now developing a National Pov-
erty Reduction Action Plan 1999-2004 to incorporate vari-
ous policies that have been devel oped and implemented to
lessen the effects of the Structural Adjustment
Programmes on the vulnerable groups.

In March 1999, in relation to the discussion with the
World Bank on the country assistance strategy for Zam-
bia, the Zambian government narrowed down the priority
issues for 1999-2001 as follows.

id0 promotion of a community approach; capacity-
building of local governments in order to provide
cost-effective services in response to needs at the
grassroots level

iid infrastructure development for the promation of in-
dustry and agriculture; improvement of production
sectors such as agriculture and manufacturing
through personnel training and the promotion of
agricultural cooperatives

i promotion of good governance and accountability;
capacity-building of the police, judiciary, prisons,
and boards of audit

ivO capacity-building of the public sector, including
public service reform

v enhancement of access to social services; poverty
reduction

vilJ educational and vocational training

viid environmental management
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Table 1-1 Japan’s ODA to Zambia

0 Net expenditure; Unit: $1 millionO

Grant Aid Loan Aid

Year Grant Aid Technical assistance Subtotal Total expenditure | Net expenditure Totd

1994 | 6502 610 22,38 210 87.35) 8200 23.83 1896 180 | 106.32 1000]

1995 | 34.28) 440 27.76) 350 62.08 790 49.62 16.48 210) 78.49 1000)

1996 | 27.44 -0 2088 -0 4820 -0 - 590 - 42.28 1000

1997 | 3572 -0 15.86) — [ 5158 — 0 - 808 - 43,501 1000]

98 200 -0 1319 -0 3609 -0 - 249 -0 33.5 1000)
QZ“:E:; 550.12)500 | 23462210 | 784.78) 7200 426.04 308.74 280 | 1093.501 1000

Note: Figuresin the parenthesis show the percentage] %[of each form of assistance to the total ODA.
Source: Economic Cooperation Bureau of the Ministry of Foreign Affairé] 199901

1-3 Japan’s basic assistance policy
Japan has actively provided assistance to Zambiafor the
following reasons:

i0 Zambiais one of the influential member states of
the Organization of African Unity’] OAUL] taking
aleadership position in Southern Africa.

iid0 Under the guidance of the World Bank and IMF,
Zambiais aggressively promoting the Structural
Adjustment Programmes, such as liberalization of
financial regulations, privatization of public corpo-
rations, and abolition of price controls.

iiid For Japan, Zambia is an important country as a
provider of minerals such as copper and cobalt and
enjoys long-established favorable relations.

The cumulative amount of assistance up to 1998 from
Japan reached 96.543 hillion yen for third-ranking loan
assistance, 74.180 billion yen for second-ranking grant
assistance, and 29.815 billion yen for third-ranking tech-
nical assistance within the sub-Saharan region. Dueto the
economic crisis and external debtsin Zambia, loan assis-
tance has not been provided since 1984 except for debt
payment rescheduling. However, in 1992, in order to sup-
port Zambia's efforts toward democratization and eco-
nomic reform, Japan started commodity credit through
joint financing with the World Bank.

For future assistance, Japan will focus on administrative
capacity and good governance of the Chiluba Administra-
tion whether they can deal with the opposition party. In
June 1996, in the process of adopting constitutional
amendment, Japan decided to put off balance-of-payments
assistance, in concert with the United States and Germany,
as the government had not held discussion with the oppo-
sition party.

1-4 Priority Areas for Development Assistance

For the development of Zambia, a turnaround from a
copper-dependent economy, revitalization of the economy
as a whole through the promotion of private economic
activities, and poverty reduction are essential. Japan has
provided assistance focusing on the following fields: pro-
motion of private economic activities, development of so-
cia infrastructuré] public health and medical care, educa-
tion, personnel training, and environmental conservation’
, and improvement of productivity in agriculture. More
specifically, Japan has set the following six priority issues,
while focusing on good governance of the Zambian gov-
ernment:

il0 Promotion of private economic activities

iid0 Improvement of access to good-quality public
health and medical services

iiid0 Improvement of access to good-quality primary/
secondary school education and technical training

iv Steady expansion of agricultural production by
supporting small-scale farmers

vO Improvement of access to safe water

vill Environmental conservation

As part of an export-incentive scheme during the 1980s,
Japan carried out Development Study in mineral resource
reservesin order to find possibilities for the devel opment
of mines. However, due to the fall in international min-
eral prices, Japan provided hardly any assistance in this
field in the 1990s.



2. Achievements in Priority Areas

2-1 Promotion of economic activities in the pri-
vate sector

Part I1. Chapter 1. Japanese Aid Trends

ees for small and medium-sized companies.

2-2 Improvement of access to public health and
medical services

- Development of economic infrastructure

- Assistance in developing basic infrastructure includ-
ing a transport network

- Development of infrastructure in urban areas with
high population density

(1) Development of economic infrastructure

Insufficient access of railroads and roads to major ports
aswell as poor transport networks have hindered the de-
velopment of economic activitiesin Zambia. Taking this
fact into account, Japan has carried out Development
Study and provided Grant Assistance mainly to the devel-
opment of basic infrastructure, such as transportation,
communications, and electricity in urban areas with high
population density. Moreover, Japan has provided tech-
nical assistance for maintenance of facilities.

More specifically, Japan has cooperated in the follow-
ing fields:

i0 development and maintenance of roads and
bridges,

iid0 improvement of management, control, and tech-
niques of transport institutions;

iiid0 development of a communications network;

ivD improvement of a maintenance system and a
charge collection system;

v maintaining and improving generation capacity;
and,

viOl development of atransmission and distribution net-
work

Typical projects include reconstruction of the Kafue
Bridge through Grant Assistance, and development of a
master plan for nationwide communications networks
through Development Study.

(2) Training of personnel in small and medium-
sized businesses

The government is advancing economic liberalization

and the privatization of public corporations. However, as

these corporations have long been dependent on the gov-

ernment, privatized companies are not competitive

enough. Japan has therefore cooperated in receiving train-

- Achieving the goal of DAC New Development Strat-
egy to reduce the infant and maternal mortality rate

- Measures for family planning, population, and AIDS
prevention

- Improvement of Primary Health Carél PHCO

- Promotion of educational activities for residents and

high-risk groups

(1) Improvement of Primary Health Care (PHC)

Due to economic deterioration and entrenchment fi-
nance, medical facilities have not been fully devel oped,
particularly inlocal areas. In addition, the population in-
flux to urban areas has caused a decline in public health
and medical servicesin urban areas. Little progress has
been made with health reform due to poor capacity in fi-
nancial management and local operational management,
aswell asdelaysin assigning personnel to the local level.
Under these circumstances, Japan has cooperated in im-
proving Primary Health Care based on Zambia's health
reform strategy, which aims to decrease the infant and
maternal mortality rate.

More specifically, Japan has provided grant assistance
and technical assistance in the following fields:

i promotion of measures against infectious diseases;

iid establishment of areferral system;

iii0J repair and improvement of medical facilities;

ivD fostering medical personnel;

vO improvement of sanitary conditions;

vill enhancement of community health awareness; and,

viiOpromotion of health education through school
health approaches

Typical projects through Grant Aid include the provi-
sion of basic medical equipment in Lusaka City, improve-
ment of the pediatric department of a university hospital,
and comprehensive measures against malaria. Project-
type Technical Cooperation are implemented for the
School of Medicine at Zambia University, measures
against infectious diseases, and Primary Health Care
projects.
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(2) Measures for family planning, population,
and AIDS-prevention

In Zambia, onein every five adults is infected with
HIV/AIDS. Dueto high population inflows, loss of edu-
cational opportunities, and juvenile sexual behavior, the
prevalence of HIV/AIDS in urban areas is particularly
high. Accordingly, the number of HIV/AIDS orphans has
increased, whereas prevalence among middle-ranking
workers has decreased, thus having a serious impact on
the society and economy. Against this background, Japan
has made comprehensive efforts to tackle HIV/AIDS as
well as reproductive health, in view of maternal and child
health, safe childbirth, and prevention of mother-to-child
HIV/AIDS infection.

More specifically, grant assistance for grassroots
projects include a support plan for the technical training
of HIV/AIDS orphans, popularization of the use of
condoms, and an HIV/AIDS high-risk group project as a
Community Empowerment Program implemented through
NGOs. In addition, Japan has provided Project-type Tech-
nical Cooperation for measures against infectious dis-
eases.

2-3 Improvement of access to primary/second-
ary school education and technical training

- Improvement of access to primary/secondary educa
tion

- Improvement of vocational training at the level of
secondary education for the enhancement of liveli-
hood

schools through Grant Aid, construction of primary/sec-
ondary schools in Lusaka City, and construction of pri-
mary schools as Grant Aid for Grassroots Projects.

(2) Technical training for the enhancement of
livelihood

Vocational training conventionally provided under the
socialist economy cannot respond appropriately to the de-
mands of society in a market economy. At present, the
number of public servantsis being reduced as a result of
the Structural Adjustment Programmes, however, indus-
tries that can absorb these unemployed workers have yet
to be fully developed. Therefore, vocational training is
required not only for the formal sector but aso for the in-
formal sector. Japan has provided cooperatiori] Grant Aid
and Project-type Technical Cooperation[Jto contribute to
the improvement of vocational training programmes at
technical and vocational schools.

2-4 Steady expansion of agricultural production
through assistance to small-scale farmers

- Stabilization and promotion of production/distribu-
tion

- Development of infrastructure including distribution/
information delivery systems

- Development and spread of technology regarding in-
creased food production and post-harvest treatment

- Development and spread of technology regarding in-
creased production in the livestock and marine prod-
ucts industries

(1) Improvement of access to school education
and its quality

Based on the recognition that improvement of the qual-
ity of education will lead to economic revitalization and
improvement of living standards, the government has
made efforts to improve access to education, to provide
equal opportunities, and to improve the quality of educa-
tion, as the priority issues. However, the number of
schools and teachers has not kept up with the continuously
increasing numbers of students due to population growth.
Under these circumstances, in order to improve access to
primary/secondary education in urban areas, Japan has
cooperated in the construction and repair of educational
facilities, and for improvementsin science and mathemat-
ics education as well as the quality of teachers.

Typical projects include construction of secondary

(1) Stabilization and promotion of production/
marketing

Zambiais blessed with an abundance of land compared
to its population. Thus, agriculture, instead of copper, has
potential for acquiring foreign currency. However, since
it ismostly traditional rainfed agriculture, the yield de-
pends largely on annual weather patterns. As changesin
the price of agricultural products affect the purchasing
power of the population, agricultural production has a sub-
stantial impact on the overall economy. Thus, the stable
growth of agriculture has become the priority issue for the
government. Under these circumstances, Japan has ac-
tively cooperated in developing irrigation facilities, pro-
viding appropriate agricultural materials and equipment,
and improving distribution networks.

More specifically, Japan has assisted in increasing food



production, and provided Grant Aid assistance for the con-
struction of granaries and for rural development. Japan
has also cooperated in rural development in the Mongu
District in the Zambezi Basin based on Development
Study, and dispatched experts in farm management and
agricultural development planning.

(2) Development and spread of technology re-
garding increased production in the live-
stock and marine products industries

Support for small-scale farmers in the livestock indus-
try and for aguaculture in inland waters, asin crop agri-
culture, isthe priority issue. So far, Japan has cooperated
in research and the spread of livestock technology, infec-
tious diseases prevention technology, and aquaculture
technology.

More specifically, Japan has provided Project-type
Technical Cooperation to the department of veterinary
medicine at Zambia University, and provided equipment
for livestock research. In addition, Japan has implemented
aMini-Project regarding the devel opment of aquaculture,
and provided aguaculture equipment.

2-5 Improvement of Access to Safe Water

- Increasing the rate of population with access to safe
drinking water

- Water resource research

- Groundwater devel opment

- Water-supply infrastructure development

- Improvement of the capacity for facility maintenance
and the promotion of health education through com-

munity participation

(1) Development of the infrastructure

In Zambia, only 27% of the total population has access
to safe drinking water, which is an extremely low propor-
tion for the African region. Safe water is essential for a
healthy life, especially for the prevention of water-borne
infectious diseases, thereby becoming the greatest need of
community residents. However, due to economic difficul-
ties, water supply services in urban areas are insufficient
both in quality and quantity, resulting in cholera epidem-
ics. Inorder to improve such conditions, Japan has coop-
erated in developing water supply facilities, and taking
measures against water leakages. Typical Grant Aid in-
cludesimprovement of water suppliesin Lusaka City and
the surrounding areas, and the successive devel opment of

Part I1. Chapter 1. Japanese Aid Trends

water suppliesin local areas.

(2) Health/Sanitary education

Educational activities, such as promoting residents or-
ganizations and health/sanitary education, are extremely
important for the maintenance and utilization of water
supply facilities. Therefore, Japan has implemented Grant
Aid for Grassroots Projects and Community Empower-
ment Programs, targeted at local communities.

2-6 Conservation of the Environment

- Protection of the natural environmentd including
wildlifel

- Forest conservation

- Development of alternative fuels

(1) Protection of the natural environment includ-
ing wildlife

There are 19 National Parks and 34 Game Management
Areasin Zambia. However, poachers and local residents
have exploited wildlife for their tusks and for meat. This
has caused a decline in wildlife resources. It isnow ur-
gent to develop infrastructure while keeping a balance
between protection of the natural environment including
wildlife and tourism development, and to enhance envi-
ronmental conservation capacity. Thus, Japan hasimple-
mented a Mini-Project regarding the management of Na-
tional Parks, received trainees, and conducted Develop-
ment Study.

(2) Forest conservation

It is estimated that forest areas are decreasing by 5% of
thetotal forest area each yeaf] 250,000 hall In the urban
surroundings, the rate of decreaseis high. About 80% to
90% of all households use firewood and charcoal as do-
mestic fuel. In urban areas, in particular, their dependence
on charcoal ishigh. Therefore, Japan has cooperated in
preparing a forest management plan, and conducted De-
velopment Study in relation to the production of fuel bri-
quettes, and implemented Grant Aid for Grassroots
Projects on community education.

3. Direction of Assistance
— Participation to the Sector Programmes —

According to an estimate by the Zambian government,
80% of the government’s investment is covered by exter-
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nal aids from donors. Thus, in order to provide efficient
cooperation, coordination among donors has become in-
creasingly active. |n accordance with such coordination
moves among donors, Sector Investment Programmes

O SIPsdhave been introduced as a development method to
achieve comprehensive sector development. Ideally, the
recipient government takes the initiative to formulate poli-
cies covering whole sectors, and the devel opment frame-
works based on strategies, fiscal/expenditure plans consis-
tent with the national budget plan, detailed implementa-
tion plans, and implementation methods, in close coopera-
tion with donor countries.

In Zambia, Sector Investment Programmes have been
actively promoted in the health, education, and agriculture
sectors. Therefore, it isimportant for Japan to develop
each project by duly considering the content of each Sec-
tor Programme, through close discussions with the Zam-
bian government.

128



Part I1. Chapter 2. Aid Trends of Other Major Donors

Chapter 2. Aid Trends of Other Major Donors

1. Outlook

(1) Changes in the amount of assistance
Asshown in Table 2-1, the amount of development as-
sistance to Zambia through bilateral and international as-
sistance organizations has reached around $600 million
per year, though there is some variation depending on the

O Secretariat[]

year. The ratio of the amount of ODA to GNP in 1997
was about 16%, showing considerable dependence on for-
eign aid. Looking at the form of assistance, Grant Aid
accounts for about two-thirds, and Loan Aid accounts for
about one-third.*

As for the amount of bilateral assistance, the United
Kingdom as the former governing state is always ranked

Table 2-1 Changes in the amount of ODA to Zambia by major donors

Upper figure: the amount of assistancé] Unit: US$ 1 millionOd

Lower figure: the percentagé] %[]to the total ODA

1993 1994 1995 1996 1997
Bilateral donors Japan 90.9 106.3 785 123 435
10.43% 14.79% 3.86% 6.89% 7.04%
Germany 128.6 545 71.0 79.7 16.9
14.75% 7.58% 3.49% 12.98% 2.73%
United Kingdom 40.5 68.9 76.5 60.7 93.7
4.65% 9.59% 3.76% 9.89% 15.16%
United States 34.0 13.0 21.0 18.0 48.0
3.90% 1.81% 1.03% 2.93% 7.76%
Sweden 345 355 324 311 21.3
3.96% 4.94% 1.59% 5.07% 3.45%
Norway 33.2 51.2 35.1 30.6 37.2
3.81% 7.12% 1.72% 4.98% 6.02%
Denmark 15.6 17.7 25.6 25.8 24.0
1.79% 2.46% 1.26% 4.20% 3.88%
Others 133.3 86.9 99.4 65.9 824
15.29% 12.09% 4.88% 10.73% 13.33%
Subtotal 510.6 434.0 4395 354.1 367.0
58.56% 60.40% 21.60% 57.68% 59.37%
International donors IDA 173.3 185.0 206.8 178.0 165.6
19.88% 25.74% 10.16% 28.99% 26.79%
CEC 143.7 457 76.9 37.1 28.7
16.48% 6.36% 3.78% 6.04% 4.64%
IMF - - 1254.2 - 13.8
- - 61.6 - 22
UNDP 39 43 4.2 6.7 115
1.00% 0.60% 0.21% 1.09% 1.86%
WFP 9.0 6.0 151 39 2.0
1.00% 0.83% 0.74% 0.64% 1.00%
Others 314 435 383 34.1 29.7
3.60% 6.05% 1.88% 5.55% 4.80%
Subtotal 361.3 284.5 1595.5 259.8 251.3
41.44% 39.59% 78.41% 42.32% 40.65%
Total 871.9 718.6 2034.9 613.9 618.2
100.00% 100.00% 100.00% 100.00% 100.00%
The amount of GNP 3,347 3,009 3,169 3,293 3,850
Percentage of the amount of ODA to GNP 26.05% 23.88% 64.21% 18.64% 16.06%

Source: OECDO] 1998([1p. 262.

1 LoanAidismostly provided by international organizations, such asthe IMF and the World Bank, based on the Structural Adjustment

Programmes.
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Table 2-2 The Amount of Bilateral ODA to Zambia According to Sectors (on the commitment basis)

1993 1994 1995 1996 1997
Amount| % |Amountl % |[Amount] % |Amount| % |Amount| %

Social infrastructure/Services 915| 188 | 1096 | 248 | 1909 | 414 | 932| 357| 70.0| 324
Education 15.7 32 15.2 34 19.0 4.1 20.0 7.7 15.1 7.0
Public health and medical care 30.2 62| 36.6 83| 511| 111| 310| 119 7.2 33
Water supply/Sanitation 15.2 31| 334 76| 267 5.8 7.6 29| 27.7| 128
Economic infrastructure/Services | 30.5 63| 46.8| 106 | 420 91| 808| 310 84 39
Energy 5.2 11 23 05 2.0 04 0.5 0.2 18 0.8
Transportation/Communications| 18.9 39| 318 72| 392 85| 673| 258 2.3 11
Production sector 689 | 141 | 1150| 26.1| 634, 138| 422| 162 | 303 | 140
Agriculture 497 | 102 | 381 86| 533 116| 264| 101| 274 | 127
Industry/Mining/Construction 9.5 1.9 9.7 22 11.2 24| 158 6.1 17 0.8
Trade/ Tourism 9.7 20| 672| 152 0.0 0.0 - - 11 05
Multi-sector 26.9 55| 142 32| 192 42| 129 49| 107 49
Program Aid 811 16.6 | 103.1 234 215 4.7 11 04 24 11
Food Aid 14.6 3.0 0.8 02| 215 47 11 04 13 0.6
Debt-related assistance 185.7 38.1 51.9 11.8 | 117.2 25.4 28.7 11.0 92.9 43.0
Emergency assistance 2.7 0.6 0.3 0.1 5.1 11 1.0 0.4 15 0.7
Other sectors 0.2 0.0 05 0.1 15 0.3 0.9 0.3 0.3 0.1
Total 4875 | 100.0 | 441.2 | 100.0 | 460.9 | 100.0 | 260.7 | 100.0 | 216.2 | 100.0

Source: OECO] 1998(p. 262.

asNo. 1 or No. 2, followed by Germany. Japan always
ranks around No. 3.

As shown in Table 2-2, according to recent ODA fig-
ures, assistance related to debt relief accounts for about
40%. This shows that debt accumulation has put pressure
on the amount of new assistance. Assistance related to
social infrastructure accounted for about 32% in 1997,
showing that each donor put special emphasis on assis-
tance to the poor.

(2) Efforts for Sector Investment Programmes
(SIPs)
Currently, in Zambia, Sector Investment Programmes
O SIPsdare implemented in the following four sectors: ag-
riculture, educatiori] basic education] roads, and public
health and medical care.

Project-type cooperation conventionally implemented in
Africahas not generally been successful. Moreover, the
cooperation activities of donors often overlapped, thus
assistance resources were not utilized effectively. There-
fore, in order to improve these points, SIPs are being
implemented as a new approach to assistance that pro-
vides comprehensive cooperation within a single sector
through efficient coordination between donors, avoiding
duplicated assistance carried out as a series of separate
projects. Basket Funds common to donors have been es-
tablished, and the content of assistance has been decided
based on discussion between donors. The measuresto be

taken and content of SIPs differ according to each sector
and country.

Therefore, the Status of each SIP currently implemented
infour sectorsin Zambiais different. In the education and
health sectors, for example, specific discussion on Basket
Funds has started. However, the content of the discus-
sions, such as details of agreements and amount of funds,
differs according to each sector.

Most donor countries have expressed their intention to
participate in SIPs, but only Germany shows its disagree-
ment to SIPs.

For Japan, it is difficult to deal with every aspect of
SIPs in the short term, such as Basket Funds and signing
for an agreement document, and participating in donor
meetings to discuss SIPs. However, it is necessary to fully
understand the future progress in SIPs and other donors’
activities.

Table 2-3 gives an outline of present status of SIPsin
the four sectors.

2. Aid Trends of other major donors
2-1 International organizations
(1) The World Bank

10 Objectivesand strategies

The World BankJ WBUOhas provided assistance to
Zambia based on a Country Assistance Strategy 1 CAS[]
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Table 2-3 Outline of SIPs in Zambia (as of the end of 1999)

ASIRJ Agricultural Sector Investment ProgrammesC]

Educatiort] Basic Education Sub-Sector Investment ProgrammesC]

Roads

Public health and medical care

Preparation period | 1993-1995 January 1999 January 1998 Since 1992/3, Health Reform as an administrative reform programme
has been implemented, which can be considered as a sort of SIPs.
Implementation January 1996-1999 1999-2005] seven years in total [ 1998-2005] five years] Thereisno planned period. Based on aplan under the Health Reform
period 1st phase: 1999-200Z] four yearsl Policy in 1992, athree-year strategy called the National Health Stra-
2nd phase: 2003-2003] three years[) tegic Plari] NHSPUhas been revised each year, and an Action Plan
has been developed.
Major objectives 10Food security and steady supply Provision of high-quality basic educatiori] grade 1-90Jto all children, | Promotion of economic growth and diversification through appropri- | Provision of fair access to cost-effective and good-quality basic heath

20Maintenance and improvement of agricultural production infra-
structure

30Creation of employment by developing the domestic and foreign
market for agricultural products, and improvement of livelihood

40 Contribution to self-sustaining industrial development

50 Contribution to the acquisition of foreign currency

based on the National Policy on Education called “Educating our
Future” announced in May 1996. With the aim of increasing school
enrollment ratio, and providing equal educational opportunity] cor-
rection for disparities in gender, location, and social status(] the Min-
istry of Education has taken the initiative to implement a comprehen-
sive programme with the World Bank and each donor.

ate investment in road infrastructure and the establishment of a sus-
tainable finance and management system for the development of road
networks.

services. In order to make the most of limited resources, it is neces-
sary to establish a decentralized administrative system with the dis-
trict as a unit, increase budget distributions to districts, improve eco-
nomic infrastructure, strengthen monitoring and evaluation, and re-
inforce partnership.

Specific plans for
major sector
projects

Planning, financial management, information, human resource devel-
opment

10Pians for human resource development and personnel training
20Plans for agricultural infrastructure development

30Information services for marketing

40Plans for small-scale irrigation development

In the First Phase, the number of enrolled children will be increased
t0 260,000. By the end of the Second Phase, all children can have
basic education to grade 7. The Programme covers the development
of education infrastructure, development of teaching materials, capac-
ity-building of the Ministry of Education, teacher’straining, and cur-
riculum development. Common issues include equal opportunity for
access to education, and health and nutrition education in schools.

Development of 33,500 km of amagjor road network: Maintenance of
at least 50% of roads in good condition, and reduction of roadsin
poor condition to |ess than 10%; Capacity-building for technical and
operational aspects of the road management sector; Creation of em-
ployment — Poverty reduction through employing 30,000 people for
road maintenance; |mprovement of the environment of road transpor-
tation; At least a 20% increase in the transportation capacity of trucks
and busesin local areas; Development of acommunity road manage-
ment system; Promotion of community participation in road manage-
ment

Lowering the infant mortality rate to 100/1000, under-5 mortality rate
to 185/1000, and maternal mortality rate to 600/100,000 by 2001.
The Programme is recognized as along-term process. Projects incon-
sistent with the NHSP cannot be formulated. “Horizontal
programmes” are recommended.

Organizations
taking initiativein
planning

Ministry of Agriculture, Fisheries and Food Security, World Bank

Ministry of Education; Donors including the World Bank were in-
volved from the planning stage, but the Ministry of Education took
theinitiative in planning, and donors evaluated and revised the plan.

Ministry of Transport and Communications and Ministry of Works
and Supply take the initiative in planning, in cooperation with the
World Bank, EU, and NORAD.

Ministry of Health. Advisorsin the planning division dispatched
from donors seem to be involved in planning.

Size of the
programme

1996-1998: $350 million: 1999: $35 milliori] donors: $210 million,

the government: $130 million, the recipient: $10 millionC} 2000:

$35.14 million

- Human resource development and personnel training: $870,000

0 World Bank, ADBLI

- Development of agricultural infrastructure: $2.3 milliorl] AfDB,
IFADO

- Information services for marketing: $870,000

- Plansfor small-scaleirrigation development: $2.3 milliori] UNDP,
FAO, AfDB, Germany, Sweden, IFADO

1999-2001: $340 milliori] the government: $167 million, World
Bank: $40 million, other donors: $133 milliond

$515 milliori] the government: $35 million, road funds: $130 million,
World Bank: $70 million, other donors: $280 million

Budget of the Ministry of Health in FY 1999: 244,922 million Kwacha

] about $100 million[ donors: 107,706 million Kwacha, the govern-
ment: 137,216 million Kwachall The budget of the Ministry of
Health corresponds to some 12% of the total budget except for debt
repayments and reserves. A large discrepancy exists between the bud-
get and actual expenditures, and dependence on donorsis likely to
increase further.

Progressin the
programme

Due to delays in structural reforms in the Ministry of Agriculture,
Fisheries and Food Security, implementation of a programme was
considerably restricted, with the budget falling below the initial plan.
Expected results were not obtained.

A specific target index and the evaluation method are given to each
sub-component. As the implementation capacity of the Ministry of
Education is unknown, capacity-building for the Ministry of Educa-
tion isincluded in the programme.

In order to achieve specific target index, donors are allocated their
resources. The government has commissioned the management of
road funds introduced in 1993 to the National Road Board, and es-
tablished a road maintenance system. The World Bank, EU,
NORAD, and DANIDA are cooperating in the operation of the sys-
tem with major ministries.

The Ministry of Health and donors have almost agreed on a develop-
ment index] draft(] so the approval of this ministry will be the cen-
ter of concern. For implementation, the Central Board of Health
[ CBoHOseparated from the Ministry of Health will be in charge of
preparing technical guidelines, management, commissioning of tasks
to the administration at the district level, and supervision. Much
progress has been made with the establishment of afinancial manage-
ment system for decentralization and a health information system.

Countries
participating in
donor meetings

WB, IMF, WFP, USA, EU, FAOQ, France, Finland, Germany, Italy,
Japan, Canada, Netherlands, Sweden, Norway, UK, UNDP, USAID,
GTZ, JCA, etc.

WB, UNDP, UNICEF, EU, DfID, Finland, Irish Aid, DANIDA, Sida,
NORAD, USAID, Netherlands

WB, EU, NORAD, DANIDA, FINIDA, KfW, UNDP

All donors are expected to participate in donor meetings with the
Ministry of Health. Donors actively participating in meetings are the
Netherlands, Denmark, Sweden, Ireland, UK, USAID, WHO,
UNICEF, UNFPA, WB, Japan, €tc.

Common Funds

No activities

Aimed at the establishment of Basket Funds, an accounting depart-
ment exclusive to BESSIP was established in the Ministry of Educa
tion, and published a“Manual for Accounting and Procurement”.
Basket Funds have not been utilized yet. In preparation, Norway,
Irish Aid, the Netherlands, and DfID provided $1.03 million in total
for the purchase of vehicles, consultation, and research.

No activities

The District Basket Steering Committeé] DBSCUis in charge of mak-
ing an accounting report for each district, and decides the mattersre-
garding Basket Funds. With support from Denmark, a Financial Ad-
ministrative and Management Systeni] FAMSCis now being devel-
oped. Funds are managed by CBoH at the central level and by
DHMB at the local level.

Source: The Ministry of Agriculture Food and Fisherieg] 1998(] etc.
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developed every three years.
The CAS, targeting at the 1996-1999 period, set the
following three assistance strategies:

i stabilization of the environment for the macro
economy as a prerequisite for economic develop-
ment and employment security;

iid0 development of the private sector and improve-
ment of efficiency in the public sector for more
rapid economic growth; and,

iiid assistance directly targeted at the poor and the vul-
nerable groups

Based on the Comprehensive Development Frame-
worlkd CDFOproposed by the World Bank, the latest
CAS announced in September 1999 targets the 2000-
2002 period, with a different assistance policy com-
bined with Zambia's tentative CDF.

The CDF is a new assistance framework first pro-
posed by the President of the World Bank, James
Wolfensohn at the annual general meeting of the World
Bank in October 1997.%

Basic assistance strategies in a CAS for the next three
years are amost correspond to development issuesin
the matrix of atentative CDF. However, as the World
Bank considers it possible to change a CDF dynami-
caly and continuoudly according to the situation in each

country, the content of a CDF may become different
from that of a CAS through the review of the CDF.?
Table 2-4 shows assistance strategies of the CASfor the
2000-2002 period.

200 Effortstoward PRSP and CDF in Zambia

In March 1999, the IMF and the World Bank devel-
oped the Policy Framework Papef] PFPOas a Structural
Adjustment Programme for the 1999-2001 period. The
PFP covers analyses of recent economic and fiscal con-
ditions and policy implementation, macro economic tar-
gets, privatization and public sector reform plans, devel-
opment policies for each sector, the required amount of
foreign aid, and the state of external debt. Table 2-5
outlines the PFP,

In September 1999, the joint development committee
organized by the World Bank and IMF decided to intro-
duce the Poverty Reduction Strategic Plari] PRSPOas
acriterion for loans provided by the World Bank and
IMF. Currently, the PRSP is being formulated. The
PRSP is a successor to the Policy Framework Paper

O PFPOjointly developed by the World Bank/IMF and
each |loan-recipient country, and will be a prerequisite
for the HIPC Initiative which the World Bank and IMF
are going to deal with. Therefore, each country should
expedite formulation of the PRSP,

In Zambia, the Interim-PRSP was already formulated

Table 2-4 Assistance Strategies and Plans of the World Bank Country Assistance Strategy
to Zambia for the 2000-2002 Period

Assistance strategy

\ Major plan

Strategy 1: Removal of constraints to economic growth

Appropriate macro management

Loans for supporting economic reforms, etc.

Improvement of efficiency and competitivenessin the private sector

ZCCM Privatization, ASIP, etc.

Improvement of infrastructure

RoadSIP 2, Railways Restructuring Project, etc.

Appropriate environmental management

Copperbelt Environmental Improvement, etc.

Knowledge diffusion for capacity-building

TSSIP, etc.

Strategy 2: Improvement of governance

Securing transparency and accountability

Public Service Capacity Building, etc.

Improvement of efficiency and capacity-building in the public sector

Public Service Capacity Building, etc.

Capacity-building in loca governments and support for decentralization

Local Development Funds, etc.

Strategy 3: Improvement of basic services and direct support for the poor

HIV/AIDS prevention

HIV/AIDS Project, etc.

Improvement of education and public health and medical care

Health Sector Support Project, Support for Basic Education, etc.

Assistance targeted at the vulnerable groups

Sacial Recovery Project, etc.

Source: World Bankd 1999(1

2 The CDF aims to prepare a matrix that clearly shows the development issues and assistance plans of each donor for the efficient

implementation of assistance, by identifying each country’s priority issues in development and strategies for poverty reduction.
Currently, in thirteen pilot countries, CDF development is underway. Though Zambiais not a CDF pilot country, a tentative CDF
has been devel oped through discussions on a CA S with the Zambian government in accordance with the CAS revision process.

3 The period of areview has not been decided yet.
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Table 2-5 Outlines of PFP targeting at the 1999-2001 period

Field

Actual state/Achievement

Major plans in the future

Privatization

As of December 1998, 224 out of 282 companies were
privatized (in the mining industry, six mines and ZCCM
electricity department were privatized during the 1997-
1998 period).

Privatization of ZAMTEL, ZESCO, oil-related companies, and state-
run commercial banks. With support from Sida, the privatization of
Zambia Railways is under consideration.

Public sector reform

Based on the Public Sector Reform Programme (PSRP), a
reduction in the number of public servants is underway.
Expected results have not been obtained.

With support from the WB, it has been planned to reform Ministries
and pension systems since the beginning of 1999. In order to improve
the financial condition of local governments, tax reform and decen-
tralization will be promoted.

Agriculture

Much progress has been made in liberalization/
privatization of agriculture. Rationing of fertilizer by
the government will be suspended by 2000.

Support for matching funds for local farmers, and development of lo-
cal roads, by using the Rural Investment FundJ RIFCOmainly by ASIP.

Mining industry

More than 30 mining rights were certified in the past
few years. In 1997, $20 million was spent for mining.

It is estimated that $800 million will be further invested in the next
three years. Thefocuswill be placed on the development of precious
stones and other minerals as well.

Tourism

Due to insufficient infrastructure and deficiencies in the
management and operation of public lodges, tourism
development has not made much progress.

Based on the Medium Term Tourism Devel opment Strategy set in 1997,
tourism development through private and foreign capital will be pro-
moted.

Transportation

Development and maintenance of roads have not made
much progress. The transport capacity of railroads
dropped by 3 million tons during the 1990-1996 period.

Based on the ROADSIP developed in 1997, road maintenance has been
carried out. Development of roads and capacity-building of the road de-
partment will be promoted through the private sector.

Access to water in urban areas is about 70%, and 10-
30% in local areas.

Based on the Water Supply and Sanitation Act, the collection of user
fees on acommercial basis, and capacity-building of the agency in
charge will be promoted. Access to water in urban areas should be
increased to 100% by 2004, and to 50% in local areas.

Due to a tight budget, the central government cannot
allocate a sufficient budget for electricity development.

Through support from the World Bank, the privatization of ZESCO
and investment by the private sector will be promoted. Liberalization
of oil retailing and abolition of import restrictions will aso be pro-
moted.

Due to insufficient health service facilities, medicines,
and capacity of personnel, the quality of health service
is poor.

By reducing the budget for personnel, the budget for local health service
facilitieswill beincreased. Health services will be fully provided to the
whole population by 2001.

The enrollment rate for primary education dropped from
731in 1993 to 69 in 1996. Thus, the educational index
as a whole shows a decline.

Through the BESSIP, the enrollment rate will be improved, and the
construction or rehabilitation of school facilities will be promoted.
By increasing budgetary allocations to the Ministry of Education, the
costs for educational development will be secured.

Water

Energy

Poverty | Public

reduction | heath and
medical
care
Education
Environ-
ment

Deforestation, soil degradation, and the decline in the
numbers of wildlife have all worsened due to poverty.

Through the Environmental Support Programmé] ESPL] the environ-
mental protection policy will be strengthened, and educational activi-
ties for resource protection will be promoted.

Source: World Bankd 19991

in May 2000. Thefinal PRSP will be submitted to the
World Bank and IMF by January 2001. It took four
years for Zambiato prepare a draft of the National Pov-
erty Reduction Action Plan with support mainly from
the UNDP. Thisdraft isunder deliberation in the cabi-
net. Inthe NPRAP, each donor’s project in the field of
human resource development is incorporated into a
programme, while each donor is participating in its
planning process. The NPRAP s quoted in the Interim-
PRSP, as the NPRAP seems to be applicable to the
PRSP

million.*

40 Future outlook

The World Bank recognizes that the future devel op-
ment of Zambiawill be faced with difficulties, as Zam-
bia has various problems, such as debt accumulation,
heavy dependence on foreign aid, a copper-dependent
economy, poverty, and a high prevalence of HIV/AIDS.
However, the World Bank intends to strengthen its ef-
forts toward debt reduction and public sector reform
through the HIPC Initiative, aswell as programme-type

assistance based on the newly introduced PRSP and

30 Achievementsin assistance Sector Investment Programmes$] SIPsl]

As of June 1999, the amount of loans from the World
Bank to Zambia reached $2,794.8 million, for 72
projectsin total, consisting of IBRD loan$] 28 projects’]
of $679.1 million, and IDA loang] 44 projectsd of
$2,115.7 million. From July 1998 to June 1999, the
World Bank approved IDA loang] 2 projectsCof $212.8

(2) United Nations Development Programme
(UNDP)

In order to provide effective assistance to Zambia, the

UNDP developed the Country Strategy Noté] CSNOas a

basic policy of assistance for the 1997-2001 period, based

4 Thesetwo projectsaref] 10aloan of $172.8 million for public sector reform and export promotion, and] 200aloan of $40 million for
the Basic Education Sub-Sector Investment Programmes$] BESSI PO
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on the policy of the Zambian government, in cooperation
with other UN organizations.

According to the CSN, the priority issues for UNDP
assistance are “sustainable human development” and
“poverty alleviation”, both aiming at capacity-building in
the Zambian government. The Zambian people are ex-
pected to participate in the economic and social develop-
ment process. Moreover, the CSN gives specific objec-
tives asfollows:

i  to create the political, economic, and socia envi-
ronment through continuous development focus-
ing on people and eradication of poverty;

iid0 tosupport all sectors in society, especialy, the
vulnerable and poor groups, to be incorporated
into the nation’s economic and social develop-
ment process so that they can be involved in de-
cision-making; and,

iiid  to promote partnership of the government, private
sectors, community groups, and NGOs, and con-
tribute to capacity-building for human develop-
ment.

The priority issues for assistance are shown below:

i  development of the private sector and economic
growth

ii0 creation of employment and income security

iii00 local development, agriculture promotion, and
food security

ivDl  education and human resource development

v  public health and medical care and nutrition

vil population and environment

viil sustainable human development, pubic sector re-
form, and capacity-building for decentralization

viiiO regional Cooperation

Based on the above-mentioned policies, the UNDP
plans to provide assistance to Zambia while discussing
assistance sharing with other UN organizations.

(3) European Union (EU)

EU has provided support for Zambia within the frame-
work of the Lome Convention, placing specia emphasis
on agriculture and local development.®

5 http://europa.eu.int/comm/devel opment/country/zm_en.htm
& http://www.info.usaid.gov/zm/phn/so3.htm

For example, under the 4th Lome Convention, based on
the National Indicative Programme] NIPO support of
about 110.7 million Euro will be provided focusing on the
development of the road infrastructure, the promotion of
export industries] except the copper industry and the de-
velopment of social infrastructure. In addition to the NIPR,
support of 96.5 million Euro through the Structural Ad-
justment Facility] SAF and 60 million Euro through the
Sysmin Fund will be provided. Based on the NIP under
the extended 4th Lome Convention, aiming to support the
Zambian government, 138 million Euro will be provided
to promote fair and sustainabl e socio-economic devel op-
ment. Itisclearly stated in the NIP that about 54% of the
above-mentioned support should be allocated to the pro-
duction sector, about 24% to the social sector, and about
15% to macro economic policy making.

Moreover, in order to support refugees from Angola and
former-Zairé] the Democratic Republic of Congol] 1.2
million Euro will be provided.

(4) African Development Bank (AfDB)

From 1967 to 1998, the AfDB approved financial assis-
tance for 59 project$] equivalent to about US$538.78 mil-
liondin Zambia.

2-2 Bilateral Donors

(1) USAID

10 Outline

The United States started providing assistance to
Zambia in the mid-1950s, when scholarships were
granted to Zambian students to study in the United
States. Since the establishment of the USAID Zambia
office in 1977, USAID has continuously provided its
support to Zambia®

Currently, in order to contribute to the devel opment
of Zambia, the USAID implements cooperation
programmes focusing on the following four fieldsd i}
agriculture and private sector development[] ii Jbasic
education(J iiilpopulation/health/nutrition/ AIDS iv(l
democratization and governance.

20 Major assistance programmes
O ad Agriculture and private sector development
The USAID points out that the agriculture sector has



not fully prepared a marketing system and adistribution
system for fertilizer and equipment, and agricultural
technology has not been widely spread. The USAID
also points out that the private sector has insufficient
knowledge and experience in corporate activities, and
is not competitive enough with the neighboring coun-
tries.

In order to solve these problems, the USAID has set
“improvement of income of acertain group in local areas’
as a basic support objective in the Zambia devel opment
strategy for the 1998-2002 period.

0 b0 Basic education

In Zambia, the situation of education has worsened
over the past 20 years. The education sector is faced
with various problems, such as insufficient school fa-
cilities, textbooks, and teaching materials, and adrop in
the number of teachers and an increase in the number
of orphans due to HIV/AIDS.

Therefore, USAID puts the emphasis on improve-
ment of the quality of basic education and female edu-
cation, aswell as accessto education. The USAID pro-
vides assistance for education, public health and medi-
cal care, sanitation, and capacity-building of the Min-
istry of Education.

O c Population, public health, nutrition, and AIDS

Zambiais one of the most severely affected countries
by HIV/AIDS in Africa. Asaresult, life expectancy
rate has dropped sharply, and infant and maternal mor-
tality rates have increased.

The USAID implements various activities to improve
the condition of public health and medical care, by in-
corporating measures for child health, reproductive
health, and HIV/AIDS prevention.

0 dO0 Democratization and governance
In 1991, a multi-party €lection was held for the first
timein Zambia. Currently, political and economic re-
form isunderway in earnest.
In order to contribute to such democratic reform in
Zambia, the USAID provides assistance for capacity-
building of the judiciary and local governments.
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(2) United Kingdom (Department for Interna-
tional Development: DFID)

In the 1998-1999 period, the United Kingdom provided
14.986 million pounds as bilateral assistance. Thus,
among Southern African countries to which the UK pro-
vides assistance, Zambia s ranked No. 6 following Tan-
zaniaand Malawi.

More specificaly, technical assistance amountsto 8.263
million pounds, followed by debt relief of 2.867 million
pounds, and project/sector assistance of 2.525 million
pounds.

(3) Canada (Canadian International Cooperation
Agency: CIDA)

Canada started providing cooperation in 1964, mainly
through the CIDA, and has implemented various
programmes, such as BHN, environment, human rights,
economic reform support, energy infrastructure, and pub-
lic sector support. Such assistance has been provided un-
der three schemes, namely, bilateral, multi-lateral, and
Canadian Partnership Programmes.”

As priority sectors, CIDA provides technical assistance
and ingtitution building support to education, public health
and medical care, AIDS prevention, and nutrition, targeted
at women, children, and other vulnerable groups, in order
to satisfy BHN. At the same time, the CIDA provides
technical assistance and training for environmental man-
agement, food production, and local development.

Moreover, Canada supports local projects, such as the
planning and operation of local infrastructure, economic
integration, education/training, and sustainable manage-
ment of natural resources, for Zambia and the surround-
ing countries.

(4) Sweden (Swedish International Development
Co-operation Agency: Sida)
Through Sida, Sweden provided 126.13 million SEK
0 Swedish kronelin total to Zambiain 1999.> More spe-
cifically, support for natural resources amounted to 47.73
million SEK, the social sector received 38.90 million
SEK, infrastructure/trade/ industry/urban development
received 27.97 million SEK, and human rights and demo-
cratic government received 10.84 million SEK.

7 http://www.acdi-cida.gc.calcidaweb/webcountry.nsf/V L UDocEn/Zambia-Canadianassi stance

8 http://www.sida.org/Sida/jsp/Crosslink.jsp/d.364
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(5) Germany (GT2)

Through the GTZ, Germany has provided technical as-
sistance over the past 25 years. Since Zambia has fallen
into the economic stagnation, Germany has supported the
following four fields:

id0 Industrial development, privatization, and promo-
tion of employment

iid0 Agriculture and commercial services

iiid Local and environmental development

ivD National water sector reform

In 1998, the GTZ provided totally 9.6 million deutsche
marks to Zambia.

(6) Norway

Zambiawas one of the priority assistance countries’ for
Norway in 1997.”° In the past, Norway provided support
for economic development, democratization, development
of social services, and sustainable use of natural resources.
Since 1999, based on the review of such assistance, Nor-
way has put emphasis on democratization, human rights,
good governance, basic education, and agriculture.

The amount of assistance to Zambiain 1998 reached
240.2 Norwegian kronél NOK O
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Part I11. Recommendations for Japan’s ODA to Zambiat

Yoichi SUZUKI (JICA Senior Adviser)

Chapter 1. Basic Perspectives on Development Assistance to Zambia

* Recognition of present conditions of Zambia in the
historical context of development exercises and iden-
tification of future tasks for development

O Failure of the past copper-dependent economic
structure and efforts to break away from it; New role
of the government; Poverty reduction as a top prior-
ity issue; Support for the vulnerable groups; Formu-
lation of awell-balanced economic structure

» Harmonization between various development coop-
eration bodies and the enhancement of Japan’'srole

* Integration and utilization of Japan's accumulated
resources for assistance in hand

1. Recognition of present conditions of Zambia
in the historical context of development ex-
ercises and identification of development is-
sues

1-1 Establishment and failure of a copper-de-
pendent economic structure

After the independence, Zambiainitiated its efforts for
economic development with the basis of the legacy of past
colonial economy, and until recent years, the country’s
economy has been heavily dependent on minerals, mainly
copper. Therefore, resources were mostly invested in the
mining sector in specific areas and cities. Accordingly,
urbanization has progressed further than in any other Af-
rican countries, resulting in expanded migration of the la-
bor force and population to those urbanized areas. The
more resources have been invested in urban areas, the
higher rate of urbanization has been attained, consequently
the disparity between urban and rural areas has been ex-
panded.

Zambia, alandlocked country with the above economic
basis, borders on eight countries. Distribution routes are
therefore an extremely important factor in the economy,
topography, and politics. For instance, copper is trans-
ported to Dar es Salaam in Tanzania through the Tanzam

railroad, and also through overland routes to the ports of
Beirain Mozambique, Walvis Bay in Namibia, and East
London in South Africa

The export of minerals, mainly copper, has mostly con-
tributed to the acquisition of foreign currency. Develop-
ment investment has been financed by these foreign cur-
rency earnings as well as large amounts of loans from
abroad. However, dueto the inefficiency of investment al-
location based on state-owned enterprises, and plummet-
ing international market price of copper as the primary
product, Zambia faced an economic crisis with huge
amounts of the external debts. Thus, Zambia's copper-de-
pendent economic development process up to the end of
the 1980s has resulted in failure.

1-2 “Brightness” and “Shadow” seen in the con-
version of development directions; New per-
spectives in the government’s role

Since the early 1990s, the Structural Adjustment
Programmes aimed at macroeconomic stabilization have
been implemented to expedite a streamlining of the gov-
ernment and economic liberalization, including
privatization, liberalization of the marketing system, and
abolishment of subsidies. In order to break away from
excessive dependence on the copper industry, these poli-
cies placed emphasis on diversification of the industry, in
particular, reinforcement and expansion of the manufac-
turing sector and agricultural sector.

While there has been some diversification in products
and export items, the negative impacts of the Structural
Adjustment Programmes and economic liberalization have
emerged, such as a decline in social services and an in-
crease in unemployment in the process of economic re-
form, and the spread of poverty in both urban and rural
aress. Zambiaisalow-income country with its economic
growth rate remaining lower than the population growth
rate throughout the 1990s, and the Gross National Prod-
uct] GNPOper capita falling below $400/year. About

1 Task force chief compiled Part 111, based on the discussions and comments of the Study Committee.
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70% of the population are poor, and 80% of them livein
rural areas. The Zambian government currently regards
poverty reduction as atop priority.

From the macroeconomic viewpoint, the largest bottle-
neck in industrial development in Zambiais the excessive
burdens of external debt |eft by the copper-dependent eco-
nomic development policy up to the end of the 1980s.
The Zambian government strongly hopes to apply for a
Heavily Indebted Poor Countrieg] HIPCOInitiative intro-
duced by IMF and the World Bank. A requisite for the
application strengthen the capacity of foreign currency
reserves. Itisnot clear whether such capacity building is
to be attained by the acquisition of foreign currency
through restoration of a copper industry that has been suc-
cessfully privatized, or the contribution of the agricultural
sector, the agro-industry, or the manufacturing sector for
curtailing or acquisition of foreign currency in the medium
to long term. Nonetheless, it is necessary to correct re-
source distribution currently biased to the mining sector
and urban sector, and to create the foundation of a better
balanced, autonomous, and sustainable national economy.
For this purpose, limited development resources of the
public sector in Zambia should be distributed mainly to-
wards the development of rural and farm villages, the ag-
ricultural sectof] including the marine products industry
and forestry, as well as the agro-industry(] in consider-
ation of the role and supplemental functions of the private
sectof] private companiesr]

2. Harmonization with various cooperation ac-
tors and enhancement of Japan’s role

Poverty reduction and support for the vulnerable group

O mainly through education and health and medical
servicesUthat have been established as assistance issues,
must be carried out in close connection with Sector Invest-
ment Programmes] SIPsCresulting from the Structural
Adjustment Programmes and economic liberalization that
Zambia has promoted with substantial efforts. Planning
and implementation of SIPs require cooperation and co-
ordination with other donors, involving various devel op-
ment organizations and recipients, thus enhancing owner-
ship of the development process on Zambian side. In such
cases, it would be possible for Japan to actively participate
in SIPs, through the contribution in some important issues.
This approach could provide an opportunity to show the
essence of Japanese assistance as one of “visible support
with policies and principles of cooperation,” though assis-
tance has so far been stressing the importance as an aid

provider. Moreover, Japan should discuss the appropriate
direction for enhancing the impact of Japan’s assistance,
by strategically applying its approaches to assistance in
accordance with operational frameworks as well as the
capacity of the Zambian side to absorb short- and me-
dium-term assistance.

3. Integration and utilization of Japan’s accu-
mulated resources for assistance

In order to improve the effectiveness of approaches for
these cross-sectoral and multi-layered issues, Japan should
coordinate and combine the accumulated bases and
achievements of many forms of its assistance provided to
Zambia. In addition, it is necessary to make best use of
various assistance methods, forms, and assets both in Ja-
pan and in Zambia. It would also be effective to utilize
Japan’s experience as adonor country in Asia, as well as
assistance resources of Asian countries, with the inclusion
of South-South cooperation that is already in operation.
At the same time, through the utilization of assistancere-
sources in the region, mainly in Southern Africa, regional
interdependence and cooperation can be promoted. These
steady but real and practical approaches would eventually
contribute to regional stabilization.

Based on the two points mentioned in 1. and 2., Chap-
ter 2 presents the following three priority issues for Japa-
nese cooperation:

- Issue 1: Support for poverty reduction regarded as the
top priority policy for the Zambian govern-
ment

- Issue 2: Support for the vulnerable severely affected
by declined socia services

- Issue 3: Support for efforts to shift into a well-bal-
anced economic structure from a copper-de-
pendent economy

These issues should be taken as to help the efforts of
Zambiato create a basis of self-reliance, supplement the
conventiona Structural Adjustment Programmes, and sup-
port post-Structural Adjustment Programmes. Moreover,
these issues should be consistent with and supplement
TICAD-II, including a Tokyo Action Plan, that was
adopted in the framework of the outcomes of social devel-
opment, economic development, prevention of conflicts,
and post-conflict development.

Approaches for these issues aim to enhance the impacts
of assistance through collaboration with various donors to
mutually supplement assistance resources, and to seek
more innovative practical methods based on the past per-
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formance of assistance. This Study Committee has re-
ceived afirm impression that the Japanese government is
endeavoring to positively cope with these approaches,
though on atrial basis.
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Table 1-1 Matrix of the Issues and Targets for Assistance to Zambia

Assistance Major Cities Local small/medium cities Rural areas
issues - - -

Target Industry in genera Agro-industry The poor/informal Agro-industry The poor/informal | | rge scale farmers Medium-scale Small farmers Fishermen

arealgroup sector sector farmers

0 Poverty o oD o |

reduction - Employment - Employment Reinforcement of rurdl de- | - Aquaculture
increasein increasein velopment efforts (cliversifi- | - Development of
industry/ service industry/ service cation of crops; intensifica | infrastructure
industry through industry through tion; soil improvement; (transportation network;
vocational training vocational training reduction of dependenceon | facilities for freezing
- Support for small- - Support for small- fertilizers; livestock raising; |  and processing)

scale firms scalefirms improvement of storage - Training of
(Training in skills (Training in skills methods, measures for en- engineersadministrative
and management) and management) vironmental conservation) personnel

O Support for the
vulnerable
(improvement
of social
services)

J U Education

- Priority on primary and secondary education (construction of cost-effective facilities; teacher training/education; development of teaching materials; capacity building for the implementation of

educational policies; reduction of gender disparities; expansion of opportunities for primary and secondary education of the poor)

- Vocational training directly linked with job creation (development of skills and entrepreneurship)

0 O Hedlth and medical care
- Improvement of efficiency in the sector: reduction of recurrent costs; improvement of cost-effectiveness (e.g. Restraint of excessive use of health centers/hospitals by PHC; reinforcement of the
economic effect of cooperation in medical/biological studies; Utilization of Special Equipment Provisions/Grant Aid for Children’s Health)

- Promotion of behavioral changes in recipients through health education including school health programmes
- Taking measures to provide health information to preschool children (especially poor children in the urban surroundings)

ation

- Dispatch of experts
specialized inindus-
tria policy making

- Marketing
- South-South cooper-
ation

- Marketing
- South-South cooper-
ation

opment of anin-
formation network
on costs

stock raising/ Food
safety standards

O Formationof a | o o o o °
well-balanced | - Industrial policy (su- | - Strengthening - Strengthening - Promotion of crop | - Steady food supply
economic pervision of foreign linkage between linkage between exports (study on to urban areas (rein-
structure capital; tax meas- agriculture and agriculture and agriculture forcement/diversifi-
ures; trade policy) rural villagesin rural villagesin including cation of cash crop
- Industrial skill the outskirts the outskirts processing, production; rein-
- Reinforcement of reinforcement of forcement of the ac-
small and medium- financing projects; | tivities of cooper-
sized companies improvement of atives; improvement
distribution) of distribution)
0" Relevant - Recelving trainees | - Small-scale financing - Small-scale financing - Reinforcement of | - Reinforcement of | - Study and promotion of resource
cooperation - South-South cooper- | - Training in trade - Training in trade marketing; devel- marketing/ Live- recycling in agriculture

- Small-scale financing; vocational training
- Coordination with NGOs

- Development of access roads; preparation of a system for skill

dissemination

O <Field and scheme of supplementary cooperation>

- Active participation in Sector Investment Programmes (SIPs) and securing consistency with possible cooperation projects; living/social infrastructure in general (development and improvement of water supplies); linkage
with private economic activities
- Environment: human resource devel opment; forestry management (agro-forestry, etc.); afforestation; development and utilization of alternative energy (solar and wind energy; use of improved stoves and briquettes)

Note: O indicates the most important targets; o indicates the second most important targets.

Source: Original
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Chapter 2. Issues and Framework of Assistance to Zambia

1. Support for poverty reduction: Serious pov-
erty in rural areas; Assistance to correct
large regional disparities in poverty

* Support for poverty reduction in rura areas, empha-
sizing the security of staple foods

« Diverse poverty reduction approaches, focusing on
rural development

* Urban-oriented poverty reduction approaches, focus-

ing on vocational training

When looking at poverty in Zambia using the Gini co-
efficient showing the degree of imbalance in income dis-
tribution, income distribution is gradually improving, thus
the proportion of poor people isdecreasing little by little.*
Thisis due to a shift from the extremely poor to the mod-
erately poor.® In particularly, income distribution in rural
areas is more dispersiveé] which shows a larger disparity
between rich and poor{than that in urban areas. In rural
areas, about 80% of the population is extremely poor.
Most farmer$] especially small farmersdengaged in sub-
sistence farming have limited opportunities for cash trans-
actions. Moreover, their reserves are scarce, and they are
vulnerable to drought conditions. Accordingly, small
farmersin rural areas especially suffer from severe pov-
erty. Farmers often complain about the low market price
of maize, and the high price and low availability of fertil-
izer. With the abolishment of subsidies, small farmersin
remote areas from trunk roads are faced with twofold dif-
ficulties: access to the market, and aretreat from the mar-
ket.

As mentioned previously, thereis alarge regional dis-
parity in infrastructure and industrial distribution, due to
the past form of economic devel opment too much depen-
dent on the copper industry. This also affects poverty dis-
tribution. The proportion of the extremely poor in Lusaka
Province, in which the capital city is located, and
Copperbelt Province, which is the center of the copper in-
dustry, isless than half of that in the Eastern, Northern,
North Western, and Western Provinces. When looking at
the proportion of the poor according to the type of indus-
try, agriculture accounts for the largest, followed by the

1 Central Stetistical Officé] 199701
2 “Extreme poverty”: 20,181 Kwacha/month or below.
3 “Moderate poverty”: 28,979 Kwacha/month or below.

fishing industry and the construction industry. In recent
years, the construction, finance, and education sectors
have shown an increase in the proportion of poor people.
Thisis because too many financia ingtitutions were estab-
lished temporarily as aresult of liberalization in the early
1990s, and because personnel expensesin education were
restrained or reduced due to the financial difficulties of the
government.

Poverty inrural areasis mostly caused by vulnerability
to climate changes, including drought, as farmers are de-
pendent on rainwater. Moreover, the soaring prices of
farming-input materials, such as seeds and fertilizer, lim-
ited availability of farming materias, difficultiesin access
to agricultural financing, adecline in production, and eco-
nomic deterioration have also accelerated poverty. On the
other hand, poverty in urban areas is mainly caused by
economic deterioration linked with adverse working con-
ditions, including low wages, an inadequate job opportu-
nities, high commodity prices, and the low availability of
funds for business.

The fundamental issue of poverty in rural areasis the
security of staple foods, which is difficult to deal with
from the viewpoint of comparative advantage in the indus-
try. In particular, the low nutrition level of the poor leads
to disease, resulting not only in a decline in agricultural
productivity, but also a drop in average life expectancy.
As soil fertility has been degraded due to soil acidity and
leaching, inappropriate expansion of farmland is being
carried out to compensate for the decline in productivity,
which then causes soil erosion and the depletion of water
resources. Moreover, deforestation has occurred due to
the production of charcoa and collection of firewood for
urban areas as a means of obtaining cash easily and
quickly. Thus, poverty inrural areasis closely related to
environmental degradation, so it is necessary to take some
environmental conservation measures. In the livestock
industry, a continuous drop in the number of cattle has had
amajor impact on small-scale farmers dependent on cul-
tivation using cattle. Cattle are also indispensablein the
use of ox carts for alleviating the burden of transporting
goods, especially for women. The overwhelming major-
ity in the marine products industry are poor people en-
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gaged in small-scale fishery and aquaculture using rivers,
lakes, and fish-breeding ponds. Thus, measures for in-
creasing employment are required. Moreover, it is neces-
sary to strengthen the productivity of small-scale enter-
prise in the marine products industry, as fish consumption
per person has been decreasing for more than two decades
in Zambia.

Based on the above-mentioned situations, the examples
of assistance are as follows;

<Examples of cooperation>

« diversification of crops

« reduction of dependence on fertilizers] including re-
source recycling or environmentally-friendly agricul-
tural methods(J

« strengthening of reserves through improvement of
methods for storage

* enhancement of small-scale financing systems

« development of access roads

* improvement of systems for the diffusion of technol-
ogy

« support for the livestock industry

The fishery requires the following approaches;

« enhancement of fishery in inland waters

« development of infrastructure focusing on small-scale
fishery such as fishing gear, fishing technique, means
of transportation, facilities for freezing and
processing(]

* training of fishery engineers and related administrative
personnel

The urban poor include those affected by adeclinein
the copper industry, the new poor resulting from the Struc-
tural Adjustment Programmes and liberalization, and
people engaged in the informal sector, including those
coming to towns from local or rural areas. The following
approaches are suggested;

10 vocationd training in the Copperbelt District
20 technical training and management training target-
ing at small-scale firms and the informal sector

Considering the fact that engagement in informal sec-
tor is rather saturated, it is necessary to revitalize formal
private economic activities in urban areas] such as the
construction industry and the manufacturing industry in-

cluding farm products processing[]so as to absorb surplus
labor. Therefore, it is effective to provide support for skill
upgrading or technical trainind’ including retrainingthat
isrequired at such stages of industrial recovery.

2. Support for the vulnerable group (in relation
to adecline in social services in the educa-
tion and health sectors)

2-1 Focus on primary and secondary education

2-2 Formulation of cost-minimum/cost-effective pub-
lic health and medical services; Promotion of
health education

2-1 Focus on primary and secondary education

In addition to conventional financial difficultiesin the
nation, the Structural Adjustment Programmes through
staff cutbacks and privatization of state-owned enterprises
have put people in amore difficult position to receive ba-
sic social services that were conventionally provided by
state-owned enterprises. People’s response to this in-
cludes frequent workers' strikes. In order to prevent are-
peat of major riots during the 1980s and to maintain re-
giona stability, which isthe indirect objective of Japan’'s
assistance, Japan is required to provide support for pub-
lic socia services.

Policies during the socialist regime put the emphasis on
education. Asaresult, the educationa level in Zambiais
higher than in neighboring African countries, and the lit-
eracy rate exceeds the average of developing countries.
However, due to financial difficulties since late 1980s
caused by the decline in the copper industry and the sub-
sequent economic crisis, budgetary appropriations for the
educational sector have been curtailed. Consequently, the
educational sector is faced with difficulties both in qual-
ity and quantity, such as shortages of teachers due to wage
reductions, decrepit school buildings, and insufficient
teaching materials and tools.

Besidesin rural areas, primary and secondary education
especialy has worsened in urban areas. School facilities
have become insufficient due to a population influx into
urban areas. In Lusaka and the Copperbelt, primary
school enrollment rate has fallen to the level of the 1960s
against such background as{] 10Due to liberalization of
the educational sector, the cost of textbooks and other
materias should be covered by the household budget[] 201
With worsening conditionsin the household economy, the
number of children selling things on the street has in-



creased] 300Due to the economic depression, appropriate
employment cannot be obtained even though people re-
ceive an education at school, and] 400 The number of
AIDS orphans hasincreased. These factors contributed to
adrop in the school enrollment rate. Although secondary
school enrollment has somewhat recovered in the late
1990s, the proportion of dropoutsis still high, and human
resources are inadequate to meet the labor needs de-
manded during economic liberalization. Moreover, since
gender disparity in the rate of enrollment from primary to
secondary education has expanded, some measures must
be taken. Under such circumstances, the Zambian govern-
ment formulated a Basic Education Sub-Sector Investment
Programmé] BESS| POwith the aim of raising the primary
school enrollment rate to 100% by 2005, and the second-
ary school enrollment rate to 100% by 2015. Various
programmes have been prepared such as expansion of
school facilities, teacher training, development of teach-
ing materials, and capacity-building for the implementa-
tion of educational policies with major donors' support.
Japan should also endeavor to make a substantial partici-
pation in the Programme, and consistently integrate
Japan’s assistance methods into the framework of the
Programme.

Based on the above-mentioned situations, the examples
of assistance are as follows;

<Examples of cooperation>

« focus on primary and secondary education

O construction of facilities that take into account sus-
tainable maintenance costsl]

« teacher training/education

« development of teaching materials

* capacity-building for the implementation of policies at
the national/local level

* correction of gender disparities

* provision of educational opportunitiesfor the poor

« support for technical subject$] including science and
mathematicsthat are directly connected to employ-
ment

2-2 Formulation of cost-minimum/cost-effective
health and medical care services; Promotion
of health education

Financid difficulties and population growth have threat-
ened the health sector. The current “critical composition”
including the conventional vicious circle in the health sec-
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tor consisting of poverty, insufficient development re-
sources, malnutrition, and infectious diseases, has become
worse due to the spread of HIV/AIDS.O In urban areas,
the prevalence of HIV/AIDS exceeds 30%.0 The infant
mortality rate, the number of AIDS-infected people, and
the number of malaria-infected people are all higher than
the average for the surrounding African countries. There
is a chronic shortage of medical supplies, doctors and
nurses, and the quality of servicesis obviously declining.
Moreover, most of the public health care facilities have
been constructed in the major cities, and high-cost medi-
cal services at high-ranking hospitals have been given ex-
aggerated importance. Such inefficiency in the distribu-
tion of health care resources has become an important is-
suein Zambia.

The improvement of budgets for health care cannot be
expected in the short and medium term, and a mechanism
of direct cost recovery, in general, does not work effec-
tively for the social sector investment. Therefore, im-
proved efficiency in resource distribution is the key to
solving these problems, thus the essence of Health Reform
in Zambia should be the pursuit of thisefficiency. In other
words, Health Reform aims to provide cost-effective pre-
ventive and treatment services at relatively low cost
through public health care systems all over the country.
The providers of these services include facilities smaller
than health center§] health postsCland personnel] commu-
nity health workers[] and the first referral level hospitals
supporting them.

Considering the above-mentioned situations, the basic
directions of support for the health sector in Zambia
should be as follows;

« from quantitative expansion of services towards pro-
moting efficiency in services

« from independent and individual approachesto inte-
grated approaches

« from a priority on hospitals to a focus on primary
health care

« from centralization to decentralization

« high-level medical services should be supported by
Loan Aid not by Grant Aid] and to utilization of pri-
vate services]

It is aso necessary to participate in Sector Investment
Programmes based on the above directions.
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<Examples of cooperation>

Japanese assi stance should be provided for the improve-
ment of resource efficiency in the sector, the reduction of
recurrent costs, and the improvement of cost-effective-
ness. Some examples are shown below;

» By emphasizing primary health care, excessive use of
health centers and hospitals can be prevented, and pro-
vision of special equipment and Grant Aid for
Children’s Health can be further utilized.

» Medical and biological assistance should be provided
so that its economic effect and social service effect
can be materialized.

Moreover, through health education such as a school
health programme, Japan can contribute to changing or
improving the demand-side behavior, and to providing
health information to poor pre-school children especially
in the urban surroundings.

3. Support for the efforts to formulate a well-
balanced economic base and structure

3-1 Rural areas: Steady food supply to urban areas;
Promotion of crop exports

3-2 Urban areas: Maintaining industrial activitiesin
connection with rural areas

3-3 Industry in genera: Palicies of industrial technol-
ogy and industrial promotion; Promotion of small-
and medium-scale businesses; Industrial policies
linked with liberalizationO

This section focuses on the correction of the imbalance
of production activities formed under the copper-depen-
dent economic structure of the past, in order to broaden
the basis of the economic structure, reinforce coordination
among industries, and promote measures for a new phase
in the development of the economy, that is, liberalization.
Thus, it intends to overview the creation of sustainability
in the country’s economy.

3-1 Stable food supply to urban areas; Promo-
tion of crop exports in Rural areas
Support for rural areas in this section is different from
that for poverty reduction targeted at small-scale farmers.
This section relates to the production activities of commer-
cial farmers who serve as a driving force in the market
economy. Medium-scale farmers focus on the sale of

farm products in the domestic market and cash crop food
productiori] particularly high-yielding maizeJfor urban
areas. They raise and utilize cattle, including by ranching,
and consume relatively large amounts of modern agricul-
tural inputs. Large-scale farms have more capital-inten-
sive operations, occupying favorable geographical loca-
tions, such as land along the railroads and in the suburbs
of cities. They are also exporting farm products. Since
the mid-1990s, when the protection policy for maize was
abolished, farm production has diversified. In addition to
maize, the total production of cottonseed and tobacco is
shipped to the market. Other new cash cropsincluderice,
sugar cane, raw materials for dairy products, sunflower,
and garden products. The production volume of soybeans
and peanuts fluctuates significantly each year.

Based on the above-mentioned situation, the examples
of assistance are as follows;

<Examples of cooperation>

« information system for indicating market trends

* marketing

« support for the improvement of operational efficiency
based on agricultural financing and agricultural inputs

« cooperation in livestock raising that contributes to bet-
ter breeding at ranches and strengthening the transport
system with livestock.

« study on the introduction of farm products that are in-
ternationally competitive

« clarification of food safety standards

« development of the infrastructure that supports exports

3-2 Maintaining industrial activities in connec-
tion with rural areas and Urban areas

In order to break away from the past copper-dependent
economic structure, the Zambian government has given
priority to industry, in particular, to the manufacturing in-
dustry. It isestimated that the manufacturing industry ac-
counts for 30% of the GDP. On avalue-added basis, the
food processing industryd food, drinks, tobacco, etc.(
though a relatively rudimentary industry, accounts for
50% or more of the manufacturing industry as awhole,
followed by the timber, furniture, textiles, clothing, and
leather industries. The international or regional compara-
tive advantage of Zambian industry is not equal to that of
South Africaand Zimbabwe. The manufacturing indus-
try is, in principle, led by the private sector. However,
from the strategic viewpoint of securing afoundation for
domestic industries, maintaining the linkage between in-



dustries, and absorbing unskilled labor, the manufacturing
industry is significant due to its character of providing
sustainability based on rather low value-added products.

Based on the above-mentioned situation, the examples
of assistance are as follows;

<Examples of cooperation>
* technical cooperation and training in the related pro-
duction fields
» small business financingl including an analysis of
micro-credit programmes as successful models that
are offered by the U.S. and other donors through
NGOslJ

3-3 Industry in general (Policies of industrial
technology and industrial promotion; Pro-
motion of small- and medium-scale busi-
nesses; Industrial policies linked with liber-
alization)

According to one critical analysis, which includes the
possibility of tariff reductions by the Southern African
Development Community ] SADCL manufactured prod-
ucts in Zambia have no international competitiveness, ex-
cept for food processing productsg] especially, refined
sugarl] textiles, clothing, and processed copper products.
As mentioned previously, the manufacturing industry, in
principle, isled by the private sector. However, as the
Structural Adjustment Programmes and liberalization of
the economy and trade are underway in Zambia, experi-
encesin Asian countries including Japan can contribute to
future policy making, such as industrial development of
business activities and industrial technology at the inter-
national level. What isrequired hereis the formulation of
specific industrial policiesin line with the performance of
the Structural Adjustment Programmes.

Based on the above-mentioned situation, the examples
of assistance are as follows;

<Examples of cooperation>

* receiving trainees in the fields related to industrial
development and trade promotion policies as well as
in the fields related to the aforementioned manufactur-
ing industries] including Zambia's South-South coop-
eration with Thailand, Maaysia and Singaporel]

* receiving of trainees related to foreign investment
policies] e.g. supervision, tax measures(]

» dispatch of experts specialized in industrial policy
making, from along-term perspective

Part I11. Chapter 2. Issues and Framework of Assistance to Zambia

« third-country training and vocational trainindl in cit-
ies where manufacturing industry concentrates such as
in Copperbelt DistrictO

» Non-project Grant Aid

« small business financind? including the analysis of a
micro-credit programme as a successful model that is
offered by the U.S. and other donors using NGOs[J

References:

Central Statistical Officé] 19970Evolution of Poverty In
Zambia 1991-1996.
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Chapter 3. Practical Measures and Consideration

1. Active participation in Sector Investment
Programmes (SIPs) and contriving Japan’s
contribution Methods

1-1 Clarification of Japan’s attitude towards active
participationin SIPs

1-2 Clarification of the issues and problems intrinsic
to SIPs and Japan’s contribution to preparing
countermeasures

1-3 Training of Japanese aid personnel; Better utiliza-
tion of present aid schemes with reinforced com-
bination with local cooperation resources on Zam-
bian side; Efforts for harmonization with other

donors

In view of the history of development in Zambia and
the resulting current socio-economic conditions, we have
established the issues for assistance, such as poverty re-
duction, support for the vulnerable, and formulation of a
well-balanced sustainable economic structure. Dueto the
overlap with these development issues, Sector Investment
Programmes$] SlPsOare promoted in the agricultural sec-
tor, education sector, and health sector, in Zambia more
actively than in other African countries.

SIPs, formulated on the basic performance of the Struc-
tural Adjustment Programmes actively carried out by the
Zambian government, emerged from the need for the ef-
ficient distribution of assistance resources. Therefore, a
special focus has been placed on “donor coordination”

O coordination among donorsJand “capacity building” on
the Zambian side through promotion of the concept of
ownership of the development process by Zambiaitself.
In fact, individual projects supported by various donors
tend to be discrete, with rather weak coherence among
them. Moreover, due to insufficient administrative capac-
ity in the government framework and the lack of a sense
of ownership on Zambian side, assistance has become
somewhat inefficient with many disagreementsin imple-
mentation. The Japanese assistance organizations have
also been discussing the necessity of a programme-type
approach, in order to clearly position each provision of
assistance in an appropriate framework of development
programme.

1-1 Clarification of Japan’s attitude towards ac-
tive participation in SIPs
In view of the rising demand for a programme approach
in Zambia and the current state of assistance as a whole,
itis essential for Japan to clearly indicate its attitude to-
ward active participation in SIPs. “Information sharing”
and “ setting goals with the focus on achievements” which
are the basic concepts of SIPs, should be applied to Japa-
nese assistance policies aswell. Though it is difficult to
fully participate in Common Basket Funds at this stage,
and “to adopt afunctional assistance mechanisnil to stan-
dardize the procedures for accounting, budgeting, procure-
ment, and monitoringdas a methodology” , some measures
could be devised. There may be somefieldsin which Ja-
pan could positively examiné] such as providing non-
project grant aid for sectors and Sector Programme loans,
the possibility of earmarking for specific projectsi] If
Japanese projects are implemented with a negative attitude
towards participation, it may be difficult for Zambiato
allocate funds to those projects. Or, in the worst case,
Japanese projects may spend up financial and human re-
sources otherwise allocated to the projects of other donors
O or ZambiaitselfO Therefore, it is desirable and neces-
sary for Japan to clearly indicate its attitude toward active
participation in SIPs.

1-2 Clarification of the issues and problems in-
trinsic to SIPs and Japan’s contribution to
preparing countermeasures

Accordingly, Japan could clarify problems and issues
inherent to the SIP system in collaboration with the Zam-
bian side and other donors, and actively contribute to the
formulation of any necessary measures to the effect.

Some essential points are given below;

10 There is an interdependence between capacity
building and a functioning of a systeni] e.g. health
systeml] Therefore, when adopting a programme
approach, it is necessary to put special emphasison
human resource devel opment in administrative in-
stitutions aswell. Agreement on the content of co-
operation should be decided jointly.

200 Ownership in development and the implementation
of a Sector Programmeis not limited to the govern-
ment. It must be shared with the beneficiaries of
the programme and the related private sector.



Therefore, the means of implementation should be
formulated jointly. O Though stressing “owner-
ship”, adonor often takes the initiative in the de-
velopment and implementation of a programme. A
specific means for establishing cooperative activi-
tiesin developing and implementing a programme
with Zambian personnel should be discussed with
the parties concerned, based on the recognition that
capacity-building is a prerequisite for ownership
and that these are two sides of the same coin.C]

30 Asfor Common Basket Funds, the means of secur-
ing transparency and accountability in fund utiliza-
tion is extremely important. Thus, the means
should be formulated jointly.

40 The substance of the programme appears through
the accumulation of individual projects with a spe-
cific contentd For example, it is necessary to es-
timate the programme cost by accumulating and
combining individual project’s domestic currency
portion and foreign currency portion. As the do-
mestic currency portion is comparatively large in
the case of agricultural projects. Such projects re-
quire a special attention.OJ Therefore, thereis a
room for cooperation in formulating projects that
provide the substance to desk planningC It isalso
useful to discuss how to improve planning methods
in public investment programmes.[]

50 When it is necessary to choose specific sub-
programmes, reliable criteriafor evaluation and se-
lection are required. Thus, assistance should be
provided for determining such criteria.

600 Scrutinization is necessary whether a programme/
project produces the greater benefit under a SIP or
through bilateral cooperation.

70 The current programme approach is not the final
goa. Therewill be cross-sector issueg] poverty re-
duction, environment, etc.(] such as linkages be-
tween specific Sector Programmes, and linkages to
macro-policies and other projects. Therefore, mak-
ing alowances for these problems, Japan should
provide assistance in studying on interrelated as-
pects of the Sector Programmes.

As shown above, Japan could clearly and reasonably
indicate its assistance policy and concerns, and thereby
contribute to making overall assistance in Zambia more
effective. This could be the essence of “ Japanese Visible
assistance of policies and principles.” Through active par-
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ticipation in sector meetings and donor meetings, Japan
could help Zambia to mature its ownership, thereby pro-
moting harmonization, cooperation, and role sharing with
other donors.

1-3 Training of Japanese aid personnel; Better
utilization of present aid schemes with rein-
forced combination with local cooperation
resources on Zambian side; Efforts for har-
monization with other donors

First of all, it is essential to secure necessary expertise
at Japanese embassy in Zambia and JICA Zambia office,
and enable them to participate in Zambia as representa-
tives of Japan. Moreover, it is necessary to improve and
strengthen the coordinating functions of JICA overseas
offices. In order to ensure that involvement in Sector

Programmes is more effective and substantive, Japanese

current systems must be fully utilized as follows;

« Utilization of Project Formulation Advisorg] Partici-
pation in meetings of the government and donorsd

« Utilization of Overseas Survey Specialist§] Collection
and analysis of information related to the specific sec-
tor; assistance for dispatched expertsd

* Dispatch of advisory experts] Dispatch experts to
ministries responsible for important sectors]

* Linkage between Development Studies, Project For-
mulation Studies and Sector Programme formulation
and revision on the other.

In addition, it is desirable to further utilize assistance
resources available in Zambia. For example, participation
of dispatched JICA expertsin donor meeting&] including
participation of JCA expertsin specific fieldsin neighbor-
ing countriesshould be considered in order to actively
use their knowledge and experience. It isalso useful to
establish a coordination and cooperation system with |o-
cal NGOs and think-tanks in relation to Japan’s activities,
including participation in donor meetings.

In Zambia, Western donors maintain a solid and large
network that includes the local white society and involves
western capital. This network extends to the neighboring
countries as well. Promotion of active exchanges with
donor communities on adaily basisisimportant. 1t may
be effective to invite relevant donors to meetings between
Japan and Zambia.
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Box 1 Dispatch of Regional Project Formulation Advisors in Poverty-related Issues

Since the 1990s, donors have attached great importance to poverty reduction, a part of which is the ‘ Poverty
Reduction Strategic Plan’ proposed by the World Bank and IMF in 1999. In assistance by Japan, however, such
cross-sectoral issues as poverty reduction have been dealt with only through individual projects of technical co-
operation and Community Empowerment Programme. Thisis mainly because country-specific conditions have not
been fully understood, and because the framework for poverty reduction has not been established yet.

In reality, poverty in African iscritical. Aswe saw in Chapter 7, more than half of the people in Zambia are
suffering ‘ extreme poverty.” One of the targets of the ‘ Tokyo Action Plan’ adopted at TICAD Il isto halve the popu-
lation in absolute poverty in Africa. In pursuing this target, Japan dispatched Regional Project Formulation Advi-
sors on atwo-year plan from October 1999, so asto understand the poverty situation in the poorest countries and
to start investigations for future assistance as soon as possible.

Based in Zambia, the Advisors cover neighboring Zimbabwe, Tanzania, Malawi and Ethiopiato collect infor-
mation on the status of national poverty reduction plansin each country and on the policy and status of the pov-
erty reduction efforts of other donors. It isalso their duty to participate unilaterally in the donor meetings on pov-
erty-related issues, especially in various workshops for PRSP formation. The Advisor’s diversified duties include
giving feedback on the trends among other donors, to identify new areas of poverty-related projects and to give
advice to projectsin other sectors from the viewpoint of poverty reduction.

The dispatch of Regional Advisorsisanew type of assistance by Japan in the sense that they deal with sev-
eral countries and cross-sectoral research. It isapart of the ‘ Regional Itinerant Method] tentatively named which
isproposed in Part 3, 5-1-2, Volume | “ Southern Africa” Much is expected from this method for future assistance

by Japan, especially when project planning from the regional point of view is needed.

2. Selection of approaches that match
recipient’s absorptive capacity for assis-
tance and implementation systems

This section discusses Japan's strategic assistance from
the short- and medium-range perspectives, along with as-
sistance in fields other than Sector Programmes.

2-1 Selective approaches considering the absorptive
capacity for assistance

2-2 Formulation of projects through dialogue, and re-
flection of an assistance strategy in specific

projects

2-1 Selective approaches considering the ab-
sorptive capacity for assistance

In order to provide effective assistance, it isimportant
to develop a system and capacity to absorb such assistance
in the recipient country. Continuous support for improv-
ing and building of absorptive capacity for assistancél e.g.
support for reinforcement of government personnelJisin-
dispensable. However, inthe short run, it is also effective
to support fields in which such systems and schemes to
absorb assistance are well prepared as well as where the
counterpart ingtitutions have a relatively high absorptive
capacity for assistance. Similarly, asfor cross-sectoral is-
sues, such as environment and poverty, the capacity of the
counterpart institutiong] including capacity for coordina-

tionOwill be the key point] e.g. a sense of ownership and
responsibility regarding assistance projects, the capacity to
disburse recurrent budgets, appropriateness and transpar-
ency of resource management(]

Zambia, under severe financial difficulties, is heavily
dependent on external assistance. Therefore, Japan should
consider the modality of assistance it can provide to nur-
ture Zambia's effortsin arelatively easy way( In thisre-
spect, atemporary cost sharing by Zambia should not be
regarded as their only self-reliant efforts, and malfunction-
ing or failure of assistance projects should not be attrib-
uted to insufficient cost sharing by Zambia.[l As men-
tioned previously, in the case of public socia sector in-
vestment, mechanisms for direct cost recovery are ex-
tremely limited. Therefore, when providing assistancein
the social sector, thiskind of consideration must be taken
into account. Prior examination of a project isimportant,
based on the maximum level of impact at the minimum
cost or limited cost.

2-2 Formulation of projects through dialogue,
and reflection of an assistance strategy in
specific projects

When identifying or formulating a specific project, in
order to accurately assess the capacity and needs of the

Zambian side, a dialogue-based process, not a request-

based or offer-based one, would be effective. This ap-



proach corresponds to the formulation of Sector
Programmes. When a SIP approach is expanded into other
fields, from a practical viewpoint, the next step is certainly
how to identify and formulate specific projects. Assum-
ing that ownership and implementation systems are diver-
sified and multi-layered under a SIP system in the process
of the Structural Adjustment Programmes, the related ac-
tors should be involved as much as possible when identi-
fying and formulating projects. For this purpose, appro-
priate system needs to be established.

As a prerequisite to identifying and formulating a
project, it can be an idea to provide an opportunity to hold
discussions on the achievement of assistance in the past
and the lessons learned.[] For example, establishment of
a new forum such as “ Zambia-Japan Development Dia-
logue” based on a collaboration of industry, academiaand
government with participation from the private sector plus
the donor community should be considered.[]

3. Improvement of efficiency in assistance

3-1 Utilization of the achievements of past assis-
tance

In relation to the priority issues for assistance, we have
been proposed{] 10support for poverty reduction[] 200
support for the vulnerable, andJ 300support for formula-
tion of awell-balanced sustainable economic structure. In
order to provide support effectively with regard to these
cross-sector issues using Japan's limited assistance re-
sources, achievement of past assistance provided at the
governmental level should be utilized and linked. More-
over, Japanese related aid organizations should coordinate
and cooperate with each other to find ways to utilize
Japan’s experience and capacity as a donor country in
Asia

(1) Utilization, integration and consolidation of
past projects

Japan has provided assistance to Zambia for more than
20 years, in various fields and in various ways, such as
transportation and communications, agriculture, forestry
and fishery, public health and medical care, education and
vocational training, and natural environment conservation,
with substantial achievementsin each field. Asfor future
efforts, what is important is not to find new projects or
narrow down sector involvement regardless of past
achievements, but to incorporate these past experiences
and achievements into future assistance through linkages

Part I11. Chapter 3. Practical Measures and Consideration

with and integration of previous projects, focusing on pri-
ority issues of assistance.

(2) Coordination of various assistance projects

It should be noted here that fragmentation in assistance
projects are often observed. For example, Japan had pro-
vided assistance to rural development projectsin Kaunga
District and Kanakantapa District focused on irrigation
and crop cultivation skills. However, if these projects
were implemented by integrated approach including live-
stock breeding, distribution and market devel opment, farm
products processing, aswell aslocal health care and edu-
cation, the outcome of the projects would have been dif-
ferentd In fact, Japan implemented various projects and
dispatched experts in an agriculture sector, but there ex-
isted little interrelation.] As mentioned in Chapter 2, the
poverty reduction issue cannot be solved only by increas-
ing self-sufficient production by small farmers, who cul-
tivate using cattle, spades, and hoes, and are dependent on
rainwater. Various types of cooperation, such as diversi-
fication of crops, intensification, improvement of storage
methods, and afocus on environmentally friendly agricul-
ture, should be combined for the effective outcomes.
Moreover, cross-sectoral and multi-layered support is nec-
essary, including support for the fishery industry, and co-
operation with NGO activities. In the past, cooperation in
such fields was provided independently.

When looking at the Japanese assistance system, there
are different dispatching organizations and support orga-
nizations on the Japanese side, and the counterpart orga-
nizations on the Zambian side also differ. Therefore, dis-
patched experts tend to adopt an attitude of noninterfer-
encein other projects. As past Japanese assistance shows,
it cannot be denied that fragmentation among agenciesin
various assistance projects has caused inefficient alloca-
tion of assistance. This fragmentation becomes more ob-
vious between JOCV and other JICA projects, or between
JCA and other ministries and agencies. From this, it can
be easily imagined that it is aso in the case with assistance
projects carried out with other donors.

In future, regardless of the assistance system and lim-
ited framework of each organization, assistance towerd
Zambia should be provided through mutual coordination,
otherwise, an effective approach to the development issues
in Zambia cannot be formulated.

(3) Collaboration with private cooperation
Currently, Japan’s direct investment in Zambiais lim-
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ited. Theimportation of mined resources] copper and co-
baltOis an overwhelming component of economic rela-
tionswith Zambia. When considering Japanese assistance
comprehensively in view of the economic situation in
Zambia where the Structural Adjustment Programmes and
economic liberalization are underway, it is also important
to promote cooperation with private companies. There-
fore, support for mines, mining cities, and the metal indus-
try should be promoted in connection with our recommen-
dations by utilizing Development Study for small-scale
mineral resources, and vocational training such as metal
processing in the Copperbelt area where there is socia un-
rest over the privatization of mines.

(4) Promotion of regional cooperation with Asia

As amajor donor country in Asia, it isimportant that
Japan should utilize its relationship with Asia and the as-
sistance resources available in Asiato implement effective
assistance. Japan has provided much assistance to other
Asian countries and Latin American countries. Such as-
sistance has been based on different geographical, histori-
cal, and economic relations from those in Zambia, and the
environment of assistance also differs as Japanese-related
peoples’ communities exist in these countries due to busi-
ness relations and immigration. AsAfrica has focused on
its relationships with Western countries, direct introduc-
tion of the experience and achievement of Japanese assis-
tance in other areas may be difficult. However, whilein-
troducing such knowledge and experience in assistance in
other areas, the possibility to create an applicable form of
assistance to Africa should be recognized.

The promotion of exchanges straddling the Atlantic
Ocean and Indian Ocean Rim Economic Bloc through
South-South Cooperation will help Zambia and other Af-
rican countries establish global relationships, as they lo-
cate between Asiaand Latin America. It can also be said
that thisis an opportunity for these countries to get out of
heavy dependence on relationship with Europe. More
specifically, assistance that can be promoted at present
includes the following activities":

* training in Asian countries
« utilization of Asian experts
* training on small- and medium-scale companies and

industries in the informal sector, which are powerful
in Asian countries

« training in small-scale farming operations

« training on the management of plantations owned by
Malaysia and other countries

In fact, major Asian countries are providing training to
many people from devel oping countries including Africa
Thailand food processing, rural financing, anti-AlDS
measures’] Malaysidl policies to introduce foreign capi-
tal, plantation management techniques] Indonesia

O family planning, improvementsin food self-sufficiencyd
, and Singaporé] policies for developing industrial tech-
nology, management and operation of ports and airportsC]
are providing training based on their experiencein Asia
In addition, through the South Asian Association for Re-
giona Cooperatiori] SAARCOwith which Japan has co-
operative relations, implementation of training by India
and other South Asian countries must be taken into con-
sideration. Exchanges with universitiesin Singapore and
Thailand will be also useful.

3-2 Assistance from aregional perspective

« Promotion of interdependence and cooperation in the
region through the utilization of regional cooperation
resources

In sub-Saharan Africa, currently the southern part cen-
tering on South Africais relatively rich and politically
stable, whereas the northern part has remained poor with
instability. This disparity between north and south is
likely to expand. In the past, Zambia was the core of the
former front-line countries against the white administra-
tionin South Africa. Now, Zambia hasto play afront-line
rolein securing stability and peace in sub-Saharan Africa,
including Zaire, Angola, aswell as Rwanda and Burundi
across Lake Tanganyika. For this purpose, regional sta-
bilization and devel opment including Zambiais essential
based on good rel ationships with other Southern African
countries.

Economic aspects of regional interdependence, as seen
in peopl€e's livelihood along the border, have been inten-
sified due to cross-border trade and production through the

1 Japanese achievementsinclude: utilization of Indonesian expertsin the Tanzania—Kilimanjaro Agricultural Development Programme;
the improvement of productivity in Singapore; and third-country training targeting at African countriesin the field of agricultural

engineering in Indonesia.
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division of labor. ern African region with many small countries including

Needless to say, for Zambia as an inland country, rela= Zambia, it isinefficient for each country to independently
tionships with the surrounding countries are extremely  establish ingtitutions for research and higher education that
important both politically and economically. Inthe South-  require high maintenance costs, in terms of finance and

Box 2. Zambia-Malawi-Mozambique Growth Triangles (ZMM-GT) Initiative

The Growth Triangles initiative is aform of regional economic cooperation often seen in Asia since the sec-
ond half of the 1980s. The initiative aims at an increase in exports and direct investments through the establish-
ment of a cross-border economic area. In this economic cooperation, the private sector plays a main role, supported
by the public sector.

In 1998, the director of the UNDP Zambia Office, who stayed in Southeast Asiafor a short period, introduced
the concept of Growth Triangles to the Zambian government. In 1999, the governments and the representatives
of economic circlesin Zambia, Malawi and Mozambique approved the concept and launched the * Zambia-Mal awi-
Mozambique Growth Triangled] ZMM-GT Ol nitiative” asaregional initiative.

The private sector is playing avital role, with the ZMM-GT aimed at increasing trade and investment in the
region covered by ZMM-GT, promotion of the effective use of resources, an increase in exports to countries out-
side the region, sustainable development, and the promotion of welfare in the countriesinvolved. ZMM-GT isaso
counting on a combined impact with SADC, COMESA, SDI, Cross-Border Initiative, and the Development Cor-
ridor Programme. So far, ZMM-GT has implemented the study and diffusion of theinitiative, and has gained sup-
port from COMESA, ECA, DBSA, and UNDP. As of the year 2000, the work of ZMM-GT involves carrying out
some feasibility studies.

Sources: ZMM-GTO 199901Brainstorming technical Working Session on the Application of Growth Trianglesin
Southern Africa. Mimeo.

Box 3. Impact of Instability in Southern Africa on Zambia

The first general election in 1994 in South Africa ended a history of minority rule in Southern Africa. Zam-
bia has played amajor part in liberation movements in neighboring countries after its own independence. Thisin-
cludesthe offer to the ANC, which is now in power in South Africa, to establish its head officein Lusaka. In fact,
Zambiapaid dearly for this. “Apartheid Terrorism,” areport on destabilizing maneuvers issued by the British Com-
monwealth Office in 1989 described the price Zambia paid as follows.

In November 1965, the next year after Zambia's independence, the white government of Southern Rhodesia
unilaterally declared independence. Zambia, an inland country which had depended on the railways running through
Southern Rhodesia for its oil imports and copper exports, could not escape atremendous impact. To cope with the
situation, Zambia decided to construct] iJatrunk road to Tanzania to the northeast[J iiCa railway from Kapiri
Mposhi to Dar es Salaam, the capital of Tanzania on the coast of the Indian Ocean, and iii0an oil pipeline from
Ndolato Dar es Salaam. Therailway to Dar es Salaam was built with the cooperation of China, costing 500 mil-
lion dollars, which was divided between Zambia and Tanzania. The pipeline cost 36 million kwacha, two thirds
of which was borne by Zambia. When Southern Rhodesia blocked the border in 1973, the extent of damage to
Zambia reached 250 million dollars in the first two years according to an estimation by UN staff. Besides this,
physical destruction occurred to roads and bridges. After the independence of Southern Rhodesia, Zambia was
exposed not only to espionage and destructive maneuvers by South Africa but also to direct attack by the South
African Forces. It was estimated that the regional policy of South Africa caused Zambia damage amounting to more
than 2.5 billion dollars during the period from 1980 to 1988.

Zambia adopted a generous policy of accepting refugees from Angola, Mozambique and Zaire. At onetime
in 1988, there were 140,000 refugees in Zambia. The Zambian government provided 52,500 ha of land to sup-
port their life.

To Zambia, an inland country which shares long borders with eight countries, problemsin Southern Africaare
aways problems of its own. The people accept as a matter of course that Zambian economic development can-
not be achieved without stability in the region. The Zambian government is still continuing its efforts for the me-
diation of regional disputes, and is sheltering about 20,000 refugees.

O written by S. TabuchiO
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<Supplementary Note 1>

This Study Commiittee, focusing on the importance of the relationships with the neighboring countries] or the
position of Zambiain Southern Africal] discussed economic relations, the potential for development, and the devel -
opment of infrastructure astride nationa border$l e.g. the geographical position of Zambia as a supply route for elec-
tricity from Democratic Republic of Congo to South Africaand in the project implemented by South Africafor de-
veloping atransportation network between Lake Tanganyika and Great Lake[1 The contribution of such regional in-
terdependence and mutual cooperation to regional stability will be further discussed in view of its progress and fu-

ture devel opment.

the volume of demand®. SADC istrying to coordinate de-
velopment projects by designating particular countries to
cover certain fields, which, however, seems not to be func-
tioning effectively.

Japan must actively provide support in order to rein-
force a network of cooperation and promote exchanges
with the surrounding countries in the region. Thisin-
cludes, for example, third-country training or the invita-
tion and dispatch of experts from third countries’. By
combining these Japanese assistances provided to Zambia
and Japanese experts dispatched to countries within the re-
gion, support should be provided to form a comprehensive
cooperation system in itself, including the identification
and exploitation of cooperation resources in the region.

3-3 One measure to recover the confidence of
Zambia and donor countries

« Producing examples of successful development

Zambia, despite substantial assistance, has remained
dependent on such assistance, with little improvement in
actual conditions, such as the spread of poverty, the spread
of HIV/AIDS and other infectious diseases, adrop in the
Human Development Index, and adrop in average life ex-
pectancy. The present conditions may have a major psy-
chological impact on many parties concerned, not only on
the Zambian side but also among the donor side as well.
That iswhy donors tend to show signs of fatiguein assis-
tance with a pessimistic view of the future of Zambia.

Under these circumstances, it is necessary and effective
to appeal to people producing examples of successful de-

velopment®. For this purpose, a potential area or district
should be selected carefully, to provide integrated support
for comprehensive regional revitalization. In the selec-
tion, it isimportant not to expand the disparity between
the selected area or district and the surrounding areas.
Moreover, objective standard$] e.g. poverty reductiond
that are not easily influenced by vested interests should be
established. The selection should be made rationally
based on the overall framework including national land
use and national policy. Here, substantial discussion be-
tween the Zambian side and the donor side is a prerequi-
site. As comprehensive medium- and long-term efforts
are necessary, it may be effective to form open-type coop-
eration, to incorporate the participation of other donors
and mutually agreed entry as required, so as not to force
completion using Japanese assistance alone. Such ap-
proaches should be formulated so that it is replicablein
other areas or districts aswell in future.

More specificaly, it is recommended to provide assis-
tance targeted at a potential area or district in accordance
with at least one issue of the three priority issues proposed
in Chapter 2. In such a case, based on the achievements
obtained from past Japanese assistance to Zambia, a par-
ticular development programme should be designed to or-
ganically combine assistance resources. Japan has coop-
erated in the preparation of comprehensive regional devel-
opment plans in many developing countries. A proposed
comprehensive development plan must include a cross-
sectoral and multi-layered approach, without putting too
much emphasis on the development of physical infrastruc-
ture.

2 The Department of Veterinary Medicine of Zimbabwe University was established as aregional veterinary medical university, based
onan FAO proposal. Zambia University, Zimbabwe University, Pretoria University, and Sokoine University are planning to provide
postgraduate education by jointly using facilities and professors.

3 Japan started third-country training in 1999 at the Department of Veterinary Medicine of Zambia University, targeting at SADC
countries. Moreover, Japan invited third-country experts from Kenyato Zambia. The U.K supports a South-South Link Programme,
to exchange professors between Zambia University, Zimbabwe University, and Pretoria University. South Africaand Botswana are
providing training coursesin the field of livestock raising, targeting at sub-Saharan countries.

4 Successful development here refers to development that covers socio-economic activitiesin a certain region from all angles, not
based on individual projectsin specific fields.
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<Supplementary Note 2>

This Study Committee discussed the devel opment approach to select a specific areaor district. It isexpected that
this argument will reach a conclusion through further verification of achievements in assistance for Zambia, includ-
ing Japan’s experience. The points of discussion are summarized below:

0i0 It cannot be denied that there exists the possibility and risks of widening regional disparities by externa aids.
The Study Committee points out that various races and ethnic groups live together in certain areas of Zam-
bia. Inthissense, it is not certain whether regional development causes regional disparities, thus leading
to a conflict between races or ethnic groups.

Oii0 Asaprerequisite for comprehensive regional development, the Study Committee pointed out that discus-
sion on the move of various resources] human resources and physical resourcesC]and the preparation of a
plan based on a study on such a move are important. In other words, basic data including resource poten-
tial and the development of infrastructure should be prepared and compiled, in order to consider what the
spatial development should be. In this respect, JCA can deal or has aready dealtdwith thisin its Devel-
opment Study programme.

O iiid0 When the feasibility is considered from a functional viewpoint as well as from the viewpoint of the living
environment of experts and their families, urban areas including a capital city are highly suitable for regional
development in order to produce a cumulative impact from the assistance.[] Needless to say, this comes sec-
ondary to the priority issues in assistance, such as poverty reduction and local rural development, pointed
out by the Study Committee.[]

In this regard, it must be noted that there is a wide range between the capital city and remote areas, where
many regional societiesincluding local cities exist.

As there are many remote areas, the providers of assistance should not be too narrowly scope their assis-
tance targets. When Japan cannot provide assistance effectively, cooperation with other donors and orga-
nizations could be considered. Moreover, location of the area where projects are implemented and person-
nel are dispatched does not necessarily coincide with the expansion of the assistance target. Some examples
are given below:

» Even when an expert is assigned to work in a city, the targets of a project may extend all over the coun-
try. Or, even a specific sector may target various local areas.

* Inthe case of rural development, projects submitted by communities and local residents, such as micro-
credit/micro projects, are often examined by a central institution in a city as to whether support should
be provided. One example has been carried out in Latin America by FIS] which stands for Fondo Inver-
sion Socialite, meaning “social investment foundation” in SpanishCl Such a non-taxable organization as
FIS could also be established in other countries including Zambia as a financing system. Staffs of such
anon-taxable organizatior] not national public personnel Owill be supported by the World Bank and other
international institutions as well as bilateral assistance and examine a proposal submitted by NGOs or loca
governments as to whether it is eligible for financing.

* A Community Empowerment Programme implemented by JICA is an extremely innovative scheme. Re-
cipients of the Programme are not limited to Japanese NGOs; thus NGOs in Zambia and international
NGOs are dso included. The Programme funds are appropriated as development funds and recurrent or
working funds. The recent project-type technical cooperatiori] to provide cooperation as a package dis-
patching experts, receiving trainees, and providing equipment]also aims at the formulation of a public
health project by examining its framework in a broader sense.

These examples show the direction toward innovative assistance that is not prepossessed by the conventional
framework in that providers of assistance, in a sense that target areas or districts, and target population brackets are
not forced to choose between two alternatives.
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<Supplementary Note 3: “Good Governance” >

“Good Governance” isatypical term expressing the modality of improvement in various issues of democrati-
zation and domestic politics throughout the 1990s when the MM D Administration was in power. InApril 1999, the
Zambian government published a“ Governance Report”, at the request of donors, as a conditionality of assistance.] In
the past, donors froze or suspended assistance, claiming insufficiency in “good governance”.[] The process of pre-
paring the “ Governance Report” isworthy of remark, as this report was prepared under the guidance of donors without
any involvement of NGOs and citizens, and the general public does not even know of the existence of the report. Some
NGOs, however, had a high opinion of this report submitted to the CG Conferencein May 1999, as political liberal-
izatiori] democratization] human rights problems, capacity-building of personnel, and transparency and accountability
were set as the conditions for resuming assistance. It is also to note that the related organizations do not necessarily
consider that “ Good Governance” can be uniquely defined.

The Zambian government established several organizations to fulfill this condition and the principle of “ Gover-
nance’, such as the Anti-Corruption Commission, Permanent Human Rights Commission, and Independent Election
Commission. It is questionable whether these organizations can function effectively in the future and how far “Good
GovernanceTl in particular, political liberalization and accountabilityJis making progress. Donorswill hold a moni-
toring conference every quarter. It issaid, however, that donors will provide assistance if stability in Zambiais se-
cured.0 International institutions give priority to regiona stabilization when carrying out policy evaluation, and Zambia
isregarded as relatively stable, compared to the surrounding countries, thus contributing to regional stabilization.[
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