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ZAMBIA - Bas ic  Data 

Area,  p o p u l a t i o n ,  and GDP p e r  c a p i t a  

Area 
Popu la t ion :  To ta l  ( 1 9 8 0 )  

GDP p e r  c a p i t a  ( 1 9 8 0 )  
Growth r a t e  

290,410 s q u a r e  miles  
5.8 m i l l i o n  
3 p e r  c e n t  
SDR 508 

1977 1978 1979 1980 1981 
E s t .  P ro j .  
- -  

GDP ( a t  f a c t o r  c o s t )  - 

T o t a l  ( i n  m i l l i o n s  of kwacha) 1,952 2 ,201 2 ,623  3 ,038 3 ,645 
A g r i c u l t u r e  ( p e r  c e n t  of  t o t a l )  12 12 11 12 13  
Mining ( p e r  c e n t  o f  t o t a l )  33 35  30 29 28 
Government ( p e r  c e n t  o f  t o t a l )  11 11 12 12 11 

Annual r e a l  r a t e  o f  growth 

Investment  as p e r  c e n t  of  GDP 
( p e r  c e n t )  -5.1 2.5 -8.0 0.9 5.0 

( a t  market p r i c e s )  34 25 18 20 22 

P r i c e s  ( p e r  c e n t  change)  

GDP d e f l a t o r  
Cost o f  l i v i n g  ( l o w  income) 

9.9 10.1 29.6 14.8 14-16 
19.8 16.4 9.7 11.7 14-16 

Government f i n a n c e  ( I n  millions of kwacha) 

Revenue 51 1 576 62 1 7 9 1  900 
Current  e x p e n d i t u r e  596 5 80  771 1 ,039  949 
C a p i t a l  expend i tu re  and 

n e t  l e n d i n g  177 19 9 153 2 44 206 
Overa l l  d e f i c i t  -2 62 -203 -302 -492 -255 

per  c e n t  o f  o v e r a l l  d e f i c i t  7 10 46 53 23  

c e n t  o f  o v e r a l l  d e f i c i t  8 4  46  20  47 59 
Overa l l  d e f i c i t  a s  p e r  c e n t  of  GDP 13 9 12 16 7 

E x t e r n a l  borrowing ( n e t )  a s  

Domestic bank borrowing a s  p e r  

Money and c r e d i t  

Domestic c r e d i t  
Government ( n e t )  
Nongovernment 

Money and quasi-money 

30  
39  
18 
12 

( P e r  c e n t  change)  

18 8 16 15 
34  6 21  12 

-10 14 5 21  
-8 30 9 13 
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ZAMBIA - Basic Data  (concluded)  

Balance of  payments 

Expor t s ,  f .o.b. 
Impor ts ,  c . i . f .  

T r  ad e ba l  anc e 
N e t  s e r v i c e s  and t r a n s f e r s  

Cur ren t  account  ba l ance  
C a p i t a l  account  ( n e t )  

Government 
Mining companies 
Other  ( i n c l u d i n g  e r r o r s  and 

omiss ions)  
SDR a1 1 oca t i o n  
Overa l l  s u r p l u s  o r  d e f i c i t  (-) 
Current  account  ba l ance  as 

pe r  c e n t  of GDP 

1980 
P re l .  
- 1979 - 1978 - 1977 - 

768 
-711 

57 
-2 42 
-185 

-58 
(17) 

(-15) 

-9 

( I n  m i l l i o n s  of SDRs) 

662 
-617 

4 5  
-238 
-193 
-14 
(53) 

(-15) 

-9 

1 ,065 
-735 

330 
-227 

103 
55 

(134) 
(-23) 

(-56) 
15 

173 

4 

90 8 
-1,017 

109 
-359 
-4 68 

2 40 
(100) 

(26) 

(114) 
15 

-213 

-16 

Gross  o f f i c i a l  f o r e i g n  r e s e r v e s  1/ - 
(end of  pe r iod )  55 39 61  61  

E x t e r n a l  Dublic  debt  

1981 
Pro  j. 

979 
9 54 

25 
-401 
-376 

188 
(58)  
(110) 

-1 1 

39 - 2 1  

Disbursed and o u t s t a n d i n g  

Debt s e r v i c e  as p e r  c e n t  
(end of pe r iod )  1 ,146 1,072 1,183 1,206 ... 
of e x p o r t s  20 21 12 28 24 

- 1/ Excluding gold .  
- 2/ End-July. 





I. Income and P roduc t ion  

The Zambian economy i s  h e a v i l y  dependent upon t h e  mining s e c t o r ,  which 
c e n t e r s  most ly  around t h e  p roduc t ion  and e x p o r t a t i o n  o f  copper.  Mineral  
p roduct ion  i n  t h e  1970s accounted ,  on ave rage ,  f o r  about  one t h i r d  of  r e a l  
GDP, w i th  t h e  s h a r e s  o f  a g r i c u l t u r e  and manufac tur ing  ave rag ing  12 and 10 
pe r  c e n t ,  r e s p e c t i v e l y .  
Zambian economy i s  f a r  g r e a t e r ,  however, t h a n  i t s  p r o p o r t i o n  i n  real income 
would i n d i c a t e .  S ince  copper  e x p o r t s  c o n s t i t u t e ,  on ave rage ,  ove r  90 per  
cen t  of  t o t a l  f o r e i g n  exchange e a r n i n g s ,  economic a c t i v i t y  and domest ic  
a b s o r p t i o n  i n  an  open economy l i k e  Zambia a r e  g r e a t l y  a f f e c t e d  by develop- 
ments i n  t h e  mining i n d u s t r y .  The volume o f  copper  p roduc t ion  and e x p o r t s  
has  e x h i b i t e d  r e l a t i v e l y  small v a r i a t i o n  d u r i n g  t h e  1970s. The f l u c t u a t i o n s  
i n  the  va lue  added of mining and i n  expor t  e a r n i n g s ,  however, have been 
wide because  of t h e  s h a r p  c y c l i c a l  v a r i a t i o n s  i n  t h e  world market p r i c e  f o r  
copper. Moreover, d u r i n g  t h e  l as t  decade  t h e  r e a l  p r i c e  o f  copper  h a s  shown 
a p e r s i s t e n t  downward t r e n d ,  implying a s t e a d y  d e c l i n e  i n  t h e  r e s o u r c e s  which 
the  s t a t i o n a r y  volume of  Zambia's mining p roduc t ion  can  command. Because of  
t h e  p e r s i s t e n c e  o f  dep res sed  c o n d i t i o n s  i n  t h e  world copper  market ,  Zambia 
has  exper ienced  s u b s t a n t i a l  ba l ance  o f  payments d i f f i c u l t i e s  d u r i n g  t h e  
las t  f i v e  y e a r s ,  and t h e  l e v e l  o f  a c t i v i t y  i n  t h e  o t h e r  s e c t o r s  of  t h e  
economy, which have developed a h igh  dependency on imported i n p u t s ,  h a s  
been s e r i o u s l y  a f f e c t e d  by t h e  consequent  s c a r c i t y  of  f o r e i g n  exchange. 

The importance o f  t h e  mining i n d u s t r y  t o  t h e  

1. Gross domest ic  product  

Overa l l  economic a c t i v i t y ,  which recovered  wi th  a 2 p e r  c e n t  growth 
r a t e  i n  1978, d e c l i n e d  s h a r p l y  i n  1979 when real g r o s s  domest ic  product  (GDP) 
f e l l  by 8 p e r  c e n t  ( T a b l e  1 ) .  The reduced l e v e l  of a g g r e g a t e  p roduc t ion  
was main ly  a s s o c i a t e d  wi th  a p a r t i c u l a r l y  l a r g e  d e c l i n e  i n  t h e  ou tpu t  of  
t he  mining s e c t o r  ( e s p e c i a l l y  coppe r ) ,  as  w e l l  as w i t h  s u b s t a n t i a l  d e c r e a s e s  
i n  both  a g r i c u l t u r e  and c o n s t r u c t i o n  (Appendix Tables  I and 11). 
f a c t o r  behind t h e  21 pe r  c e n t  r e d u c t i o n  i n  t h e  real v a l u e  added of t h e  
mining s e c t o r  was t h e  f a l l  i n  t h e  o u t p u t  o f  f i n i s h e d  copper.  As i n  t h e  
previous y e a r s ,  t h i s  d e c l i n e  w a s  r e l a t e d  t o  r i s i n g  c o s t s  of sales and 
seve re  s h o r t a g e s  of  e s s e n t i a l  imported materials caused by t h e  unava i l ab i l -  
i t y  of  f o r e i g n  exchange. Unfavorable  weather  c o n d i t i o n s ,  t o g e t h e r  w i th  a 
s h o r t a g e  of f o r e i g n  exchange f o r  a g r i c u l t u r a l  i n p u t s ,  c o n t r i b u t e d  t o  t h e  
9 pe r  c e n t  d e c l i n e  i n  real a g r i c u l t u r a l  ou tpu t  i n  1979. For  t h e  t h i r d  
s u c c e s s i v e  y e a r  c o n s t r u c t i o n  a c t i v i t y  s u f f e r e d  a d e c l i n e  ( 5  p e r  cen't),  
r e f l e c t i n g  p r i m a r i l y  dep res sed  demand and t h e  consequent  drop  i n  p r o j e c t s  
( p a r t i c u l a r l y  hous ing ) ,  and a s c a r c i t y  o f  imported b u i l d i n g  materials. 
The t i g h t  f o r e i g n  exchange s i t u a t i o n  a l s o  had a s e v e r e  impact on performance 
i n  manufac tur ing  and commerce, and r e a l  o u t p u t  i n  both  s e c t o r s  s t agna ted .  
Most i n d u s t r i e s  were fo rced  t o  o p e r a t e  a t  l e v e l s  s u b s t a n t i a l l y  below capa- 
c i t y ,  wh i l e  o t h e r s  ceased  t o  f u n c t i o n  a l t o g e t h e r .  
consumer impor ts  r e s u l t e d  i n  a lower volume of  commercial a c t i v i t i e s .  

The main 

The reduced l e v e l s  of 

P r o v i s i o n a l  estimates f o r  1980 i n d i c a t e  t h a t  t h e  d e c l i n e  i n  economic 
a c t i v i t y  exper ienced  i n  1979 was a r r e s t e d ,  and t h e  economy recorded  a 
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Table 1. Zambia: Real GDP Growth, 1977-80 L/ 

(In per cent) 

1977 1978 1979 1980 - 2/ 

Agriculture 

Mining 
Manufacturing 
Electricity, gas, and water 
Construction 
Other services 

Of which: subsistence 

Of which: government 

GDP 

Agriculture 
Mining 
Manufacturing 
Electricity, gas, and water 
Construction 
Other services 

0.8 
(2.4) 
-6.7 
-6.9 
9.9 
-9.2 
5.4 

(0 8) 

0.5 
(2.6) 
7.5 
7.5 
0.9 
-9.3 
-0.8 
(0.5) 

-9.2 
(-2.5) 
-20.5 

7.4 
-5.4 
0.5 

(-1.3) 

-- 

8.5 
(3.0) 
2.4 
0.5 
6.5 

-11.6 
2.2 
(0.4) 

-5.0 2.4 -8.0 2.2 

Contribution to GDP growth 2) 

0.1 0.1 -1.1 1.0 
-2.2 2.5 -6.9 0.4 
-1.0 0.7 
0.3 -- 0.3 0.3 
-0.6 -0.6 -0.3 -0.7 
-1.6 -0.3 -- 1.2 

-- -- 

Sources: Central Statistical Office, Monthly Digest of Statistics; data 
provided by the Zambian authorities; and staff estimates. 

- 1/ 
2 / Provisional. 
3/ 

Totals may not equal the sum of components because of rounding. 

Absolute change in the value added of each sector divided by the 
- 

GDF of the previous year. 
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modest growth of 2 per cen t .  The v a l u e  added by a g r i c u l t u r e  accounted f o r  
s l i g h t l y  less than  h a l f  o f  t h e  growth r e a l i z e d  i n  t h e  economy, and i t s  s h a r e  
of  GDP inc reased  t o  12 p e r  c e n t  compared wi th  11 p e r  cent i n  1979. 
i nc rease  of  about  9 p e r  c e n t  i n  a g r i c u l t u r a l  o u t p u t ,  t h e  l a r g e s t  s e c t o r a l  
growth,  r e f l e c t e d  s l i g h t l y  b e t t e r  weather  c o n d i t i o n s ,  l a r g e r  areas under  
c u l t i v a t i o n ,  and improved e x t e n s i o n  s e r v i c e s .  Output i n  t h e  mining s e c t o r  
i n c r e a s e d  o n l y  modest ly  by 2 per c e n t ,  r e p r e s e n t i n g  o n l y  a marginal  c o n t r i -  
bu t ion  t o  GDP growth. 
s e r v i c e s  and commerce, r e g i s t e r e d  an i n c r e a s e  of ove r  2 p e r  c e n t  i n  real 
terms and accounted f o r  over  h a l f  o f  GDP growth. Cons t ruc t ion  a c t i v i t i e s  
cont inued  t o  be d e p r e s s e d ,  w i th  o u t p u t  d e c l i n i n g  f u r t h e r  by n e a r l y  12  per  
c e n t ,  a s  domest ic  demand, p a r t i c u l a r l y  inves tment  i n  i n f r a s t r u c t u r e ,  re- 
mained low. 

The 

The t e r t i a r y  s e c t o r ,  c o n s i s t i n g  l a r g e l y  o f  government 

P resen t  i n d i c a t i o n s  sugges t  t h a t  t h e  economic r ecove ry  s t a r t e d  i n  1980 
w i l l  be s u s t a i n e d  i n  1981, and a growth r a t e  of 5 p e r  c e n t  i s  pro jec ted .  
A g r i c u l t u r a l  performance i s  expec ted  t o  be  encouraging ,  e s p e c i a l l y  w i t h  
t h e  improved weather  c o n d i t i o n s  and t h e  maintenance of  e x i s t i n g  i n c e n t i v e s  
t o  t h e  s e c t o r .  However, no s i g n i f i c a n t  r ecove ry  i s  expec ted  i n  t h e  mining 
s e c t o r ,  where va lue  added i s  p r o j e c t e d  t o  s t a g n a t e .  The e a s i n g  of  t h e  
f o r e i g n  exchange c o n s t r a i n t  w i th  f i n a n c i a l  a s s i s t a n c e  from t h e  Fund i s  
expec ted  t o  improve p roduc t ion  c o n d i t i o n s  i n  bo th  t h e  manufactur ing and 
c o n s t r u c t i o n  s e c t o r s .  

2. Expendi ture  

F i n a l  e x p e n d i t u r e ,  which had i n c r e a s e d  by o n l y  9 p e r  c e n t  i n  nominal 
terms i n  1978, ro se  s h a r p l y  by 15  p e r  c e n t  i n  1979, compared wi th  a 9 p e r  
c e n t  i n c r e a s e  i n  nominal GDP (Table  2 and Appendix Table  111). However, 
i n  real terms, f i n a l  e x p e n d i t u r e  d e c l i n e d  by 2 p e r  c e n t ,  wh i l e  real GDP 
d e c l i n e d  by 8 p e r  c e n t .  In 1979 p r i v a t e  consumption cont inued  t o  in- 
c r e a s e  r a p i d l y ,  a t  32 p e r  c e n t  i n  nominal terms and 10 p e r  c e n t  i n  real 
terms, w h i l e  t h e  nominal i n c r e a s e  i n  government consumption, which had 
slowed down i n  1977-78, went up by 15  p e r  c e n t ,  a s  a r e l a t i v e l y  l a r g e  bud- 
g e t  d e f i c i t ,  e q u i v a l e n t  t o  more than  10 p e r  c e n t  o f  GDP, was main ta ined .  
Zambia's inves tment  e f f o r t  has  d e c l i n e d  con t inuous ly  s i n c e  1975. During 
1979 t h e  ad jus tment  toward e q u i l i b r i u m  between aggrega te  domest ic  demand 
and t h e  supp ly  o f  r e s o u r c e s  w a s  a g a i n  l a r g e l y  borne by inves tment ,  which 
was reduced by 15 p e r  c e n t  i n  nominal terms and by 28 pe r  c e n t  i n  real 
terms. Export  performance,  which had s t a g n a t e d  i n  t h e  preceding  two 
y e a r s ,  was p a r t i c u l a r l y  f a v o r a b l e ,  w i th  r e c e i p t s  from goods and n o n f a c t o r  
s e r v i c e s  i n c r e a s i n g  by more t h a n  57 p e r  cen t .  A t  t h e  same time, impor ts  of 
goods and nonfac to r  s e r v i c e s  i n c r e a s e d  by o n l y  19 p e r  c e n t ,  which l e d  t o  
a s i g n i f i c a n t  improvement i n  t h e  e x t e r n a l  accoun t s  t h a t  f a c i l i t a t e d  a 
r a p i d  r e d u c t i o n  of  e x t e r n a l  payments a r r e a r s .  Neve r the l e s s ,  t h e  r a p i d  
r i se  i n  domest ic  demand i n  1979, t o g e t h e r  w i t h  t h e  t i g h t e n i n g  of  t h e  supply  
s i t u a t i o n ,  c r e a t e d  t h e  b a s i s  f o r  cont inued  p r e s s u r e s  on the  ba l ance  o f  
payments and on domest ic  p r i c e s .  
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Table 2. Zambia: Growth in Expenditure, 1977-80 

(In per cent) 

1977 1978  1 9 7 9  1980  A/ 

(At current prices ) 

Government consumption 
Private consumption 
Gross fixed investment 

1 0 . 4  
8 .4  

1 1 . 3  

6 . 9  1 5 . 2  
34 .1  31.6 

-16 .9  -15 .0  

22.7 
38 .2  
25.8 

Final expenditure 10.0 8.8 14 .8  31.5 

Changes in stocks - 21  

Exports 21 
Imports 21 

0.4 5 . 1  -3.4 2 . 1  

-5 .3  
7 . 3  

-5.0 57.4 
-3 .0  1 9 . 3  

-9.5 
41 .3  

GDP 4 .2  1 2 . 8  1 9 . 2  1 5 . 4  

(At 1970  prices) 

Government consumption 
Private consumption 
Gross fixed investment 

- 5 . 1  
-5.6 
-8 .2  

-7 .7  -3.2 
1 6 . 9  9 . 9  

-29 .9  -27.7 

4.2 
19 .9  

5 .2  

Final expenditure -6 .3  -4.5 - 2 . 1  1 3 . 2  

Changes in stocks - 21  9.8  -5.2 3 .5  -- 

Exports 21 
Imports 31 

- 2 . 1  
-6.5 

-8.0 -14 .6  
-21.4 -3 .8  

-23 .5  
7 .5  

GDP -5.0 2 .4  -8 .0  2 . 2  

Sources: Central Statistical Office, Monthly Digest of Statistics; data 
provided by the Zambian authorities; and staff estimates. 

11 Provisional. 
21  
31  Goods and nonfactor services. 

- 
In per cent of previous year’s GDP. - 

- 
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I n  1980 f i n a l  e x p e n d i t u r e ,  i n  nominal terms, i s  e s t i m a t e d  t o  have 
r i s e n  by about  32 p e r  c e n t ,  a s  government and p r i v a t e  consumption went 
up by 2 3  p e r  c e n t  and 38 p e r  c e n t ,  r e s p e c t i v e l y .  Investment  expend i tu re ,  
which had d e c l i n e d  i n  t h e  two p rev ious  y e a r s ,  r o s e  by 26 p e r  cent.  How- 
e v e r ,  e x p o r t s  of goods and n o n f a c t o r  s e r v i c e s  d e c l i n e d  by 10 pe r  c e n t ,  
whi le  impor t s  r o s e  by 4 1  p e r  cen t .  Consequent ly ,  a r e s o u r c e  gap  equiva-  
l e n t  t o  ove r  7 p e r  c e n t  of  GDP emerged. I n  r e a l  terms, a l l  c a t e g o r i e s  of 
demand inc reased  except  f o r  e x p o r t s  of  goods and n o n f a c t o r  s e r v i c e s ,  which 
d e c l i n e d  by about  24  p e r  cen t .  The s t r o n g e s t  impetus  con t inued  t o  emanate 
from p r i v a t e  consumption, which r o s e  i n  r e a l  terms by 2 0  p e r  c e n t ,  w h i l e  
r e a l  inves tment  was i n c r e a s e d ,  f o r  t h e  f i r s t  t i m e  i n  s e v e r a l  y e a r s ,  by o n l y  
5 p e r  cen t .  

P re l imina ry  i n d i c a t i o n s  a r e  t h a t ,  w h i l e  t o t a l  domest ic  demand w i l l  
con t inue  t o  exceed domest ic  s u p p l i e s  i n  1981, t h e  composi t ion  of  f i n a l  
expend i tu re  would a l t e r  i n  f a v o r  of  inves tment .  Government consumption, 
which had been about  27 p e r  c e n t  of  GDP i n  1979-80, i s  expec ted  t o  d iminish  
t o  about  20 p e r  c e n t  of  GDP i n  1981, r e f l e c t i n g  a s u b s t a n t i a l l y  reduced bud- 
g e t a r y  d e f i c i t .  Concur ren t ly ,  t h e  r ise i n  p r i v a t e  consumption i s  expec ted  
t o  slow down, fo l lowing  measures  t o  reduce  consumer s u b s i d i e s  and e f f e c t  
economic p r i c i n g  f o r  t h e  p r o d u c t s  of  p a r a s t a t a l  e n t e r p r i s e s .  These develop-  
ments ,  t o g e t h e r  w i th  t h e  s l i g h t  improvement expec ted  i n  t h e  e x t e r n a l  posi-  
t i o n ,  a r e  p r o j e c t e d  t o  l e a d  t o  a s h a r p  i n c r e a s e  i n  t o t a l  investment  t o  a 
l e v e l  e q u i v a l e n t  t o  about  24 p e r  c e n t  o f  GDP i n  1981. However, t h e  r e source  
gap w i l l  d e c l i n e  o n l y  modes t ly ,  t o  j u s t  below 7 p e r  c e n t  o f  nominal GDP. 

The r a t i o  of  g r o s s  domest ic  s a v i n g s  t o  GDP f e l l  t o  2 5  p e r  c e n t  i n  
1979, a f t e r  f a l l i n g  c o n s e c u t i v e l y  i n  t h e  two p reced ing  y e a r s ,  l a r g e l y  a s  
t h e  combined r e s u l t  o f  lower domest ic  supp ly  and s h a r p l y  r i s i n g  consumption 
(Table  3 ) .  Net inves tment  income and t r a n s f e r  payments remained r e l a t i v e l y  
s t e a d y  but d e c l i n e d  a s  a p r o p o r t i o n  o f  g r o s s  domest ic  s av ings .  As i s  
g e n e r a l l y  t h e  c a s e  when copper  p r i c e s  a r e  h i g h ,  Zambia was a n e t  e x p o r t e r  
of c a p i t a l  i n  1979. In 1980 g r o s s  domest ic  s a v i n g s  a r e  e s t i m a t e d  t o  have 
d e c l i n e d  f u r t h e r  t o  o n l y  1 4  p e r  c e n t  of  GDP, w i th  n e t  inves tment  income 
and t r a n s f e r  payments i n c r e a s i n g  t o  47 p e r  c e n t  o f  g r o s s  domest ic  s av ings .  

3. Developments by main economic s e c t o r s  

a .  A g r i c u l t u r e  

I n  terms of  provid ing  employment o r  means of  l i v e l i h o o d ,  t h e  a g r i c u l -  
t u r a l  s e c t o r  remains t h e  l a r g e s t  i n  t h e  Zambian economy, engaging about  50 
per  c e n t  of  t h e  working popu la t ion .  However, a g r i c u l t u r a l  p roduc t ion  has  
accounted f o r  o n l y  about  11-12 p e r  c e n t  of  r e a l  GDP i n  r e c e n t  y e a r s  and 
c o n t r i b u t e d  s l i g h t l y  more than  1 pe r  c e n t  o f  t h e  t o t a l  v a l u e  of  e x p o r t s .  
Maize, tobacco ,  groundnuts ,  wheat ,  r i c e ,  and c o t t o n  are t h e  main c rops  
c u l t i v a t e d .  

Weather c o n d i t i o n s  have been l a r g e l y  r e s p o n s i b l e  f o r  t h e  f l u c t u a t i o n s  
i n  a g r i c u l t u r a l  p roduc t ion  exper ienced  i n  r e c e n t  years .  Output , which 
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Table 3 .  Zambia: Saving and Investment, 1977-80 

1977 1978 1979 1980 11 

Total investment 

Gross fixed investment 
Changes in stocks 

Financed by: 

Gross domestic saving 21 
Net investment income 
Net transfer payments 

= National saving 
Public and private capital 
from abroad 21 

Change in net foreign assets 21 
(increase -) 

Total investment 

Gross fixed investment 
Changes in stocks 

Financed by: 

Gross domestic saving 
Net investment income 
Net transfer payments 

= National saving 
Public and private capital 
from abroad 

Change in net foreign assets 
(increase -) 

Memorandum item: 

National saving (in per cent 
of total investment) 

675 

668 
7 

6 74 
-105 

-65 

504 

-51 

222 

34.6 

34.2 
0.4 

34.5 
-5.4 
-3.3 

25.8 

-2.6 

11.4 

74.7 

(In millions of kwacha) 

655 398 

555 472 
100 -74 

638 663 
-65 -73 
-67 -60 

506 530 

-15 72 

164 -204 

(In per cent of GDP) 

29.8 15 .2  

25.2 18.0 
4.5 -2.8 

29.0 25.3 
-3.0 -2.8 
-3.0 -2.3 

23.0 20.2 

-0.7 2.7 

7.5 -7.8 

77.3 1 3 3 . 2  

649 

594 
55 

4 24 
-130 

-7 1 

223 

261 

165 

21.4 

19.6 
1.8 

14.0 
-4.3 
-2.3 

7.4 

8.6 

5.4 

34.4 

Sources: Central Statistical Office, Monthly Digest of Statistics; data 
provided by the Zambian authorities; and staff estimates. 

1 j Provisional. 
21 Gross domestic saving equals total investment plus (minus) the surplus 

- 31  
- 4 1  

- 
(deficit) on the goods and nonfactor services. 

Includes errors and omissions and allocations of SDRs. 
Includes estimates of external payments arrears. 
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s t a g n a t e d  i n  1977-78, d e c l i n e d  s h a r p l y  i n  197'4, by 9.2 pe r  cen t .  The 
u n s a t i s f a c t o r y  performance w a s  due t o  a d v e r s e  weatiier condi:ions as  w e l l  
a s  t o  a s e v e r e  s h o r t a g e  of  f o r e i g n  exchange i n  t h e  economy, which prevented 
the  i m p o r t a t i o n  of farm machinery,  s p a r e  p a r t s ,  f e r t i l i z e r ,  and o t h e r  in- 
pu t s .  The s h a r p  d e c l i n e  i n  a g r i c u l t u r a l  o u t p u t  was l a r g e l y  a s s o c i a t e d  with 
commercial p r o d u c t i o n ,  which f e l l  by ove r  2 1  pe r  c e n t ,  as  s u b s i s t e n c e  out-  
pu t  f e l l  by less  than  3 pe r  cen t .  

Apart from V i r g i n i a  tobacco  and g roundnu t s ,  t h e  marketed o u t p u t  of  a l l  
c r o p s  i n c r e a s e d  modest ly  d u r i n g  t h e  1979/80 * - tg r i cu l tu ra l  season (Table  4 )  
Maize o u t p u t ,  which had f a l l e n  by about  50 p e r  c e n t  i r i  t h e  p reced ing  s e a s o n ,  
r o s e  by 1 5  pe r  c e n t  t o  382,230 tons .  The r ise  i n  o u t p u t  was due t o  t h e  
i n c r e a s e  i n  the  area under c u l t i v a t i o n  from 336,000 h e c t a r e s  t o  540,000 
h e c t a r e s ,  which marked t h e  r e t u r n  of  a g r i c u l t u r a l  l and  t o  maize c u l t i v a t i o n  
(Appendix Tab le  IV). However, as  t h e  normal :onsumption l e v e l  i n  t h e  
c o u n t r y  i s  about  700,000 t o n s ,  t h i s  o u t p u t  had t o  be supplemented f o r  t h e  
second s u c c e s s i v e  yea r  by s u b s t a n t i a l  impor t s  of maize. The ou tpu t  of  
c o t t o n  i n c r e a s e d  by a t h i r d ,  which more t h a n  m e t  t h e  requirement  of  t h e  
l o c a l  t e x t i l e  manufactur ing i n d u s t r y .  The i n c r e a s e  w a s  accounted f o r  by 
t h e  s l i g h t l y  improved weather  c o n d i t i o n s ,  l a r g e r  a c r e a g e ,  and t h e  b e t t e r  
e x t e n s i o n  s e r v i c e s  provided by t h e  M i n i s t r y  o f  A g r i c u l t u r e .  However, 
because t h e  producer p r i c e  f o r  c o t t o n  was more t h a n  t h e  p r e v a i l i n g  world 
market p r i c e ,  t h e  s u r p l u s  p roduc t ion  of  c o t t o n  had t o  be  expor t ed  a t  a l o s s  
t h a t  was borne by t h e  government budget. Raw suga r  p roduc t ion  r o s e  by 8 per 
c e n t  t o  110,601 t o n s  i n  1979/80, due t o  t h e  ircproved cane y i e l d  per h e c t a r e ,  
t h e  r e s u l t s  of  t h e  r e p l a n t i n g  scheme undertaken i n  t h e  p rev ious  y e a r ,  and 
t h e  heavy r a i n s  d u r i n g  t h e  season  t h a t  were f a v o r a b l e  t o  suga rcane  growth. 
Wheat p roduc t ion  more t h a n  doubled from t h e  1978/79 l e v e l ,  t o  reach a peak 
o f  9,540 t o n s  i n  1979/80. A l s o ,  t h e  p roduc t ion  o f  paddy r i c e  i n c r e a s e d  by 
3 3  per  c e n t  t o  2,240 tons .  These l a t t e r  i n c r e a s e s  i n  o u t p u t  l a r g e l y  r e f l e c t  
i n c r e a s e s  i n  a r e a  under c u l t i v a t i o n  and t h e  more i n t e n s i v e  i r r i g a t i v n  schemes 
undertaken by t h e  commercial farmers .  

P r e l i m i n a r y  estimates f o r  1980/81 show a marked improvement i n  a g r i -  
c u l t u r a l  p r o d u c t i o n ,  due t o  more f a v o r a b l e  weather  c o n d i t i o n s ,  h ighe r  pro- 
ducer  p r i c e s  and o t h e r  i n c e n t i v e s ,  and b e t t e r  e x t e n s i o n  s e r v i c e s ,  i n c l u d i n g  
t h e  t i m e l y  a v a i l a b i l i t y  of e s s e n t i a l  a g r i c u l t u r a l  i n p u t s  such a s  f e r t i l i z e r .  
The volume of  maize marketed i s  e s t i m a t e d  t o  have i n c r e a s e d  s h a r p l y  t o  about 
one m i l l i o n  t o n s ,  which w i l l  e l i m i n a t e  t h e  n e c e s s i t y  o f  impor t ing  maize 
d u r i n g  t h e  fo l lowing  12-month pe r iod .  S i g n i f i c a n t  p roduc t ion  i n c r e a s e s  
are a l s o  e s t i m a t e d  f o r  sunflower s e e d s  (52 p e r  c e n t ) ,  c o t t o n  (15 pe r  c e n t ) ,  
wheat ( 2 3  p e r  c e n t ) ,  paddy r i c e  (54  p e r  c e n t ) ,  soya beans (77  p e r  c e n t ) ,  
groundnuts  ( 1 2 4  pe r  c e n t ) ,  and tobacco (11  pe r  c e n t ) .  

The Government's pr imary o b j e c t i v e  i s  t o  a c h i e v e  o v e r a l l  s e l f - s u f f i -  
c i e n c y  i n  most f o o d s t u f f s  and o t h e r  a g r i c u l t u r a l  p r o d u c t s  i n  t h e  medium 
term. However, u n t i l  1975/76 producer  p r i c e s  had been kept  low i n  r e l a t i o n  
t o  p roduc t ion  c o s t s  and bo rde r  p r i c e s ,  which r e s u l t e d  i n  u n a t t r a c t i v e  p r o f i t  
margins and smuggling. The pr imary motive f o r  low producer  p r i c e s  had been 



- 8 -  

Table  4 .  Zambia: Marketed Product ion  of S e l e c t e d  
A g r i c u l t u r a l  Crops,  1976177-1980181 

( I n  metric t o n s )  

1976177 1977178 1978179 1979180 1980181  - 11 

Maize 

V i r g i n i a  tobacco 

Sugarcane 

Groundnuts 

Sunflower seed  

Cotton 

Wheat 

Paddy r i c e  

Soya beans 

Coffee 

Tea (green  l e a v e s )  

693,000 

5 ,588  

7 1  , 203  

7 ,229  

1 3 , 3 2 0  

8 , 9 2 9  

4 , 7 4 1  

2 ,090 

1 , 2 7 4  

24 

6 4  

657,000 

3 , 700 

73 ,450 

6 , 777 

11 ,355  

10 ,200  

6 ,400  

2 ,970 

2,844 

55 

85  

331 , 255 

4 ,590  

102 ,148  

2 ,693 

12 ,869  

15 ,000  

4 ,322  

1 ,686  

1 , 2 9 4  

382,230 

4 ,127 

110 ,601  

2 ,000  

1 7  , 250 

20 , 000 

9 ,540  

2 ,240 

3 ,510 

1,000,000 

4 ,600  

110 , 000 

4 , 480 

26 , 250 

23 ,000  

11 , 700 

3 ,440  

6 ,210  

Source:  Data provided by t h e  Zambian a u t h o r i t i e s .  

11 P r e l i m i n a r y  estimates. - 
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t o  c o n t a i n  t h e  c o s t  o f  l i v i n g  f o r  urban dwellers through heavy s rJbs idfza t ion  
o f  i npu t  c o s t s  t o  f a rmers ,  p a r t i c u l a r l y  f e r t i l i z e r .  In r e c e n t  y e a r s  t h e  
Government has  adopted a more f l e x i b l e  producer  p r i c e  pol icy .  Thus, pro- 
ducer  p r i c e s  have been r e v i s e d  upward r e g u l a r l y ,  w i t h  a view t o  ensu r ing  
more adequate  rates of  r e t u r n  t o  f a rmers  (Appendix Table  V). Although 
a g r i c u l t u r a l  p roduc t ion  has  in t h e  pas t  shown a s i g n i f i c a n t  p o s i t i v e  
response  t o  changes i n  r e a l  producer  p r i c e s ,  t h e  unusua l ly  adve r se  weather 
c o n d i t i o n s  du r ing  t h e  two p rev ious  c r o p  seasons  l a r g e l y  o f f s e t  t h e  p o s i t i v e  
e f f e c t s  of t h e  h ighe r  producer  p r i ces .  

A s u b s t a n t i a l  p a r t  of t h e  development e f f o r t  i n  a g r i c u l t u r e  i s  under- 
taken w i t h i n  a scheme known a s  "Operat ion Food P roduc t ion , "  which e n t a i l s  
a four-pronped approach invo lv ing  sma l lho lde r  , commercial , c o o p e r a t i v e  , 
and s t a t e  farms. The pr imary o b j e c t i v e  of t h i s  scheme i s  t o  n e u t r a l i z e  
the  adverse  e f f e c t s  of  changes i n  weather  c o n d i t i o n s  on a g r i c u l t u r a l  
p roduc t ion ,  a s  w e l l  a s  t o  b r i n g  t h e  coun t ry  t o  f u l l  s e l f - s u f f i c i e n c y .  
The program i n v o l v e s ,  f i r s t  , t h e  grouping  of sma l lho lde r  f a rmers ,  who 
have adequate  land  b u t  l a c k  t h e  means and s k i l l s  n e c e s s a r y  t o  maximize 
product ion.  The o r g a n i z a t i o n  of  t h e s e  f a rmers  i s  expec ted  t o  f a c i l i t a t e  
t h e  p r o v i s i o n  of  m a t e r i a l  and f i n a n c i a l  a s s i s t a n c e  a s  w e l l  a s  adequate  
leve ls  of e x t e n s i o n  s e r v i c e s .  Second, t h e  program i n c l u d e s  development of  
t h e  c o o p e r a t i v e s  i n  r u r a l  a r eas .  Although t h e s e  c o o p e r a t i v e s  would pay 
p a r t i c u l a r  a t t e n t i o n  t o  a g r i c u l t u r e ,  t h e y  w i l l  a l s o  f u n c t i o n  as v e h i c l e s  
f o r  o t h e r  r u r a l  development.  In  t h i s  r ega rd  a s s i s t a n c e  has  been obta ined  
from t h e  Scandinavian  c o u n t r i e s  i n  t h e  p r o v i s i o n  o f  c o o p e r a t i v e  management 
t r a i n i n g  through a s p e c i a l i z e d  c o l l e g e  opened r e c e n t l y .  Th i rd ,  a d d i t i o n a l  
f i n a n c i a l  a s s i s t a n c e  would be provided by t h e  A g r i c u l t u r a l  Development 
Bank of Zambia, which i s  expec ted  t o  become o p e r a t i o n a l  s h o r t l y .  F i n a l l y ,  
s t a t e  farms a r e  t o  be g r a d u a l l y  e s t a b l i s h e d  throughout  t h e  coun t ry .  Various 
f e a s i b i l i t y  s t u d i e s  a r e  being conducted ,  w i th  a p p r o p r i a t e  recommendations 
a s  t o  t h e  medium-term v i a b i l i t y  of  s t a t e  farms pending. It i s  u n l i k e l y  
t h q t  implementat ion would be  completed i n  less  t h a n  t e n  y e a r s '  time. The 
main o b j e c t i v e  of  t h e  s t a t e  farms would be t o  produce a l l  yea r  round, w i t h  
t h e  h e l p  of  bo th  r a i n f e d  and i r r i g a t e d  a r e a s .  I n  con junc t ion  wi th  t h e  
e s t ab l i shmen t  of  t h e s e  fa rms ,  e l e c t r i f i c a t i o n  of  t h e  r u r a l  a r e a s  w i l l  be 
expedi ted  so  a s  t o  a s s i s t  i n  o v e r a l l  a g r i c u l t u r a l  development. Support  
f o r  t h e  s t a t e  farms i s  be ing  sought from f r i e n d l y  c o u n t r i e s .  In  a d d i t i o n ,  
f o r e i g n  p r i v a t e  s e c t o r  p a r t i c i p a t i o n  i s  be ing  sough t ,  e s p e c i a l l y  i n  t h e  
p rov i s ion  of manager ia l  a s s i s t a n c e .  It i s  expec ted  t h a t  some c u l t i v a t i o n  
may s t a r t  t h i s  y e a r  on two o f  t h e  s t a t e  farms cove r ing  an area Qf about  
200 h e c t a r e s .  

In an a t t empt  t o  reduce  c u r r e n t  i n e f f i c i e n c i e s  i n  t h e  market ing of 
a g r i c u l t u r a l  p roduc t s ,  t h e  Nat iona l  A g r i c u l t u r a l  Market ing Board (NAMBOARD) 
has  been r eo rgan ized ,  w i t h  many of  i t s  f u n c t i o n s  t r a n s f e r r e d  t o  l o c a l l y  
based c o o p e r a t i v e  unions.  The c o o p e r a t i v e  unions  a r e  now re spons ib l e  f o r  
t he  purchase o f  maize from t h e  f a rmers  and i t s  subsequent  sa le  t o  t h e  
m i l l i n g  companies. Th i s  change has  r e s u l t e d  i n  more t ime ly  payments t o  
fa rmers .  In t h e  p a s t ,  bo th  t h e  a c r e a g e  under c u l t i v a t i o n  and t h e  a t t i t u d e  
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o f  farmers had s u f f e r e d  because  of d e l a y s  i n  payments by NAMBOARD. F u r t h e r  
more, t h e  r e o r g a n i z a t i o n  r e q u i r e s  t h a t  t h e  c o o p e r a t i v e s  be r e s p o n s i b l e  f o r  
t h e  d i s t r i b u t i o n  of  f e r t i l i z e r  t o  f a rmers ,  a l though  NAMBOARD w i l l  cont inue  
t o  be t h e  s o l e  impor te r  when necessa ry .  In a d d i t i o n ,  a l l  a g r i c u l t u r a l  
implements w i l l  be s o l d  by p r i v a t e  companies and t h e  coope ra t ive  unions,  
wi th  t h e  l a t t e r  f ree  t o  d e c i d e  which implements t o  s e l l ,  based on p r o f i t -  
a b i l i t y .  These changes should c o n t r i b u t e  s i g n i f i c a n t l y  t o  t h e  removal of 
some of  t h e  problems t h a t  have h indered  product ion .  

b. Mining 

The d e t e r i o r a t i o n  i n  aggrega te  p roduc t ion  i n  1979 was accounted f o r  
mainly by a d rop  i n  minera l  p roduc t ion  of a lmost  2 0  pe r  c e n t ,  a s  copper  
o u t p u t ,  which c o n t r i b u t e s  a lmost  90 p e r  c e n t  o f  Zambia's t o t a l  mining 
p roduc t ion ,  f e l l  by about  1 2  p e r  c e n t  (Tab le  5) .  A t  579,000 metric t o n s ,  
copper  ou tpu t  i n  1979 was a t  i t s  lowes t  l e v e l  i n  t h e  decade and about  19 
p e r  c e n t  below t h e  peak p roduc t ion  of  713,000 t o n s  i n  1976. The d e c l i n e  
i n  copper  product ion  was a t t r i b u t a b l e  t o  s e v e r a l  f a c t o r s .  These inc luded  
a c o n t i n u a t i o n  o f  i n s u f f i c i e n t  inves tment  due t o  t h e  mining companies' 
l i m i t e d  f i n a n c i a l  r e s o u r c e s ;  a deepening of  mine o p e r a t i o n s  and a f a l l i n g  
g r a d e  of mined o r e s ;  a con t inued  l o s s  of  s k i l l s  th rough a h igh  r a t e  of 
e x p a t r i a t e  l a b o r  f o r c e  t u r n o v e r ;  and ,  a l t h o u g h  t h e r e  was some e a s i n g  of 
Zambia's f o r e i g n  exchange s i t u a t i o n  d u r i n g  1979, t h e  inadequacy of  s u p p l i e s  
of  i n p u t s  and s p a r e s  due t o  prolonged d e l a y s  between t h e  p l a c i n g  of o r d e r s  
and t h e i r  r e c e i p t .  Desp i t e  t h e  d e c l i n e  i n  t h e  volume of  o u t p u t ,  expor t  
s a l e s  r o s e  by some 10 p e r  c e n t  t o  646,000 t o n s  i n  1979, r e f l e c t i n g  a decumu- 
l a t i o n  o f  abnormally h igh  s t o c k s  made p o s s i b l e  by t h e  opening  of  t h e  sou the rn  
r o u t e  through Zimbabwe t o  Eas t  London (South  A f r i c a ) .  

Table  5. Zambia: Mineral  P roduc t ion ,  1976-80 

(Volumes i n  thousands  of metric tons) 

Co ppe r Zinc Le ad Coal Cobal t  

1976 713 
1977 6 60 
1978 656 
1979 579 
1980 610 

37 
40 
43 
38 
33 

14  762 1.62 
13 708 1.70 
13 615 1.56 
13  599 3.27 
10 579 3 . 3 1  

Sources:  C e n t r a l  S t a t i s t i c a l  O f f i c e ,  Monthly Diges t  o f  S t a t i s t i c s ;  and 
d a t a  provided by t h e  Zambian a u t h o r i t i e s .  
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Cobalt  p roduc t ion  more than  doubled i n  1979 t o  3,270 t o n s  and i s  now 
second only  t o  copper  i n  i t s  c o n t r i b u t i o n  t o  mining ou tpu t  and f o r e i g n  
exchange ea rn ings .  The l a r g e  r ise  i n  c o b a l t  p roduct ion  was mainly t h e  
resu l t  of  t h e  opening of  t h e  Chambeshi p l a n t .  There were d e c l i n e s  i n  t h e  
product ion  o f  o t h e r  m i n e r a l s  i n  1979: t h e  o u t p u t  o f  coa l  went down by 
about 3 p e r  c e n t  t o  599,000 t o n s ,  w h i l e  z i n c  p roduc t ion  d e c l i n e d  by 1 2  
pe r  c e n t  t o  38,000 t o n s  and t h a t  of  l e a d  s t a g n a t e d  a t  13,000 tons.  

In 1980 copper  p roduc t ion  recorded  an i n c r e a s e  of ove r  5 p e r  c e n t  t o  
610,000 tons.  The improvement l a r g e l y  r e f l e c t e d  i n c r e a s e d  c a p a c i t y  u t i l i -  
z a t i o n ,  fo l lowing  an e a s i n g  of t h e  f o r e i g n  exchange c o n s t r a i n t  t h a t  a l lowed 
a s l i g h t l y  more f a v o r a b l e  a l l o c a t i o n  of  f o r e i g n  exchange t o  t h e  mining 
companies, and hence enab led  a h i g h e r  volume o f  imported e s s e n t i a l  i npu t s .  
However, a c t u a l  sa les  of copper  f e l l  m a r g i n a l l y  t o  634,000 t o n s ,  due t o  
d i f f i c u l t i e s  i n  sh ipments  as  a r e s u l t  o f  s h o r t a g e s  of  locomot ive  power 
and f r e i g h t  c a r s ,  which s e v e r e l y  l i m i t e d  t h e  hand l ing  c a p a c i t y  of TAZARA 
ra i lways .  Also, t h e  inadequacy of  mechanical-handl ing equipment a t  t h e  
p o r t  of Dar es Salaam c o n t r i b u t e d  t o  t h e  low copper  shipments.  These 
developments were o f f s e t  t o  some e x t e n t  by t h e  i n c r e a s e d  use  o f  t h e  sou the rn  
r o u t e ,  through which a c o n s i d e r a b l e  amount of  copper  was exported.  

The product ion  o f  c o b a l t  recorded  a small i n c r e a s e  t o  3 ,310 t o n s  i n  
1980. However, c o b a l t  s a l e s  d e c l i n e d  s h a r p l y ,  from 2,987 t o n s  i n  1979 t o  
1 ,650 t o n s  i n  1980. The f a l l  i n  c o b a l t  e x p o r t s  p r i m a r i l y  r e f l e c t e d  t h e  
r e a c t i o n  of  t h e  major  consumers t o  h igh  i n t e r e s t  r a t e s ,  which s u b s t a n t i a l l y  
r a i s e d  the  c o s t  o f  f i n a n c i n g  t h e i r  c o b a l t  s t o c k s .  Consequent ly ,  consumers 
reduced t h e i r  s t o c k s  s i g n i f i c a n t l y ,  s h i f t i n g  t h e  l o c a t i o n  and f inanc ing  of  
s t o c k s  t o  t h e  producers .  The ou tpu t  o f  l e a d  and z i n c  i n  1981 was a d v e r s e l y  
a f f e c t e d  by f r e q u e n t  breakdowns o f  t h e  p l a n t  and s h o r t a g e s  of  coke; produc- 
t i o n  of  l e a d  d e c l i n e d  by 23  p e r  c e n t  t o  10,000 t o n s ,  w h i l e  t h e  ou tpu t  o f  
z inc  f e l l  by 1 5  p e r  c e n t  t o  33,000 tons .  The downward t r e n d  i n  c o a l  produc- 
t i o n  which s t a r t e d  i n  1974 h a s  con t inued ,  w i t h  o u t p u t  i n  1980 a t  579,000 
t o n s ,  38 p e r  c e n t  below t h e  peak l e v e l  ob ta ined  i n  1973. The f a l l  i n  
ou tpu t  was due t o  s toppages  and d i s r u p t i o n s  n e c e s s i t a t e d  by t h e  need t o  
c a r r y  o u t  r e p a i r s  and rep lacement  o f  o l d  machinery. I n  a d d i t i o n ,  f requent  
mechanical and e l e c t r i c a l  problems wi th  t h e  aer ia l  ropeway made i t  d i f f i c u l t  
t o  move c o a l  between t h e  mine p i thead  and t h e  l o a d i n g  po in t .  

The r a t i o n a l i z a t i o n  measures  adopted  i n  1978 i n  con junc t ion  wi th  a 
two-year stand-by ar rangement ,  and t h e  p ickup i n  t h e  average  exp,ort  p r i c e s  
of both copper  and c o b a l t ,  he lped  improve t h e  f i n a n c i a l  p o s i t i o n s  of t h e  
two mining companies,  Nchanga Consol ida ted  Copper Mines (NCCM) and Roan 
Consol idated Mines (RCM). For  RCM, u n i t  c o s t s  r o s e  by o n l y  10 p e r  c e n t  i n  
1979, compared wi th  an i n c r e a s e  of a lmost  60 p e r  c e n t  i n  1978, whi le  NCCM 
was a b l e  t o  keep  i t s  r i s e  i n  ave rage  c o s t s  t o  8 p e r  c e n t .  
t h e  companies showed a combined pre- tax p r o f i t  of K 100 m i l l i o n ,  compared 
w i t h  a combined pre- tax  l o s s  of  K 30 m i l l i o n  i n  1977/78. In 1979/80, t h e  
f i n a n c i a l  o p e r a t i o n s  o f  t h e  mining companies were a f f e c t e d  by t h e  low 

Thus, i n  1978/79 



- 1 2  - 

l e v e l  o f  copper  p r i c e s  and h igh  c o s t  o f  sales.  
s t a n t i a l l y ,  due t o  the  h i g h e r  p r i c e s  of  imported s p a r e  p a r t s  and equipment 
and h igh  t r a n s p o r t  and l a b o r  c o s t s ;  t h e s e  developments r e s u l t e d  i n  unfavor- 
a b l e  revenue-cost r a t i o s  and a d v e r s e l y  a f f e c t e d  t h e  cash-flow p o s i t i o n  o f  
t h e  mining companies. N e v e r t h e l e s s ,  i n  p a r t  because  of  t h e  s u b s t a n t i a l  
decumulat ion o f  copper  s t o c k s ,  t h e  combined s a l e s  revenue from a l l  metals 
f o r  t h e  two companies i n c r e a s e d  from K 886 m i l l i o n  i n  1978/79 t o  K 1 ,090  
m i l l i o n  in. 1979/80, w i t h  a pre- tax p r o f i t  o f  K 215 m i l l i o n .  
t h e  average  u n i t  c o s t  o f  s a l e s  i n c r e a s e d  c o n s i d e r a b l y  f o r  bo th  mining 
companies,  which f u r t h e r  weakened t h e i r  cash-flow p o s i t i o n s ;  t h e  combined 
p r o f i t  b e f o r e  t a x  w a s  reduced t o  o n l y  K 42 m i l l i o n .  

Unit  c o s t s  i n c r e a s e d  sub- 

In  1980/81 

In  May i981  t h e  Government dec ided  t o  merge t h e  two mining companies 
i n  o r d e r  t o  improve o p e r a t i o n s  i n  t h e  mining s e c t o r .  The merger ,  which i s  
u n l i k e l y  t o  be completed b e f o r e  t h e  end of  1981, i s  expec ted  t o  c o n t r i b u t e  
s i g n i f i c a n t l y  toward lower u n i t  p r o d u c t i o n  c o s t s  and l e s s  d u p l i c a t i o n  in-  
vestment  i n  t h e  medium term. However, wi thout  major  investment  t o  r e h a b i l -  
i t a t e  t h e  mines and expand c e r t a i n  o p e r a t i o n s ,  i t  would be d i f f i c u l t  t o  
s u s t a i n  t h e  p r e s e n t  l e v e l s  of  p r o d u c t i o n ,  p a r t i c u l a r l y  f o r  copper.  In 
t h i s  r e g a r d ,  e f f o r t s  are  b e i n g  made t o  o b t a i n  e x t e r n a l  f i n a n c i a l  a s s i s t a n c e ,  
i n c l u d i n g  a copper -sec tor  l o a n  from t h e  IBRD. 

c. Manufactur ing 

The manufac tur ing  s e c t o r  i n  Zambia i s  dominated by p a r a s t a t a l  e n t e r -  
p r i s e s ,  which a r e  most ly  under  t h e  I n d u s t r i a l  Development Corpora t ion  
(INDECO), t h e  Government-owned h o l d i n g  company ( s e e  S e c t i o n  111. 5 below). 
Manufactur ing i s  geared  l a r g e l y  toward i m p o r t - s u b s t i t u t i o n  and t h e  process-  
i n g  of  a g r i c u l t u r a l  produce almost  e x c l u s i v e l y  f o r  t h e  domest ic  market.  
Moreover, t h e  manufac tur ing  s e c t o r  i s  h e a v i l y  dependent  on imported raw 
mater ia ls  and i s  h i g h l y  c a p i t a l - i n t e n s i v e .  The s e c t o r ' s  main branches  o f  
a c t i v i t y  a r e  food,  beverages ,  and tobacco  (31 p e r  c e n t ) ;  metal products  
( 2 1  pe r  c e n t ) ;  c h e m i c a l s ,  r u b b e r ,  and p l a s t i c s  (19  p e r  c e n t ) ;  and t e x t i l e s  
and c l o t h i n g  ( 1 2  p e r  c e n t ) .  

Fol lowing a s t r o n g  r e c o v e r y  i n  1978, expans ion  i n  t h e  manufac tur ing  
s e c t o r  slowed down i n  1979,  w i t h  t h e  index  of p r o d u c t i o n  i n c r e a s i n g  by 
less  t h a n  2 p e r  c e n t  ( T a b l e  6 ) .  Among t h e  most i m p o r t a n t  f a c t o r s  f o r  t h e  
s e c t o r ' s  weak performance were t h e  g e n e r a l l y  d e p r e s s e d  l e v e l  o f  domest ic  
demand, a s e r i o u s  s h o r t a g e  o f  imported raw mater ia l s ,  and t h e  i n a b i l i t y  o f  
t h e  p a r a s t a t a l  e n t e r p r i s e s  t o  e f f e c t  a r a t i o n a l  c o s t - p r i c e  s t r u c t u r e .  
Chemicals,  r u b b e r ,  and p l a s t i c s  r e c o r d e d  t h e  l a r g e s t  i n c r e a s e  i n  manufac- 
t u r i n g  product ion  (13 p e r  c e n t ) ,  fo l lowed by n o n m e t a l l i c  minera l  p roducts  
(18 p e r  c e n t )  and t e x t i l e s  and c l o t h i n g  ( 5  p e r  c e n t ) .  Among t h e  i n d u s t r i e s  
i n  which p r o d u c t i o n  d e c l i n e d  were m e t a l s  (7-9 p e r  c e n t ) ,  r e f l e c t i n g  t h e  
depressed  l e v e l  of  a c t i v i t y  i n  t h e  mining s e c t o r ;  f o o d ,  beverages ,  and 
tobacco  ( 3  p e r  c e n t ) ;  and wood and wood p r o d u c t s  ( 2  p e r  c e n t ) .  

P r e l i m i n a r y  e s t i m a t e s  i n d i c a t e  t h a t  t h e  rea l  v a l u e  added by t h e  manu- 
f a c t u r i n g  s e c t o r  r e g i s t e r e d  an i n c r e a s e  o f  less t h a n  1 p e r  c e n t  i n  1980, 
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Tab le  6.  Zambia: Index  of Manufactur ing P r o d u c t i o n ,  1976-80 

(1973 = 100) 

Weight 1976 1977 1978 1979 1980 11 

Food, beve rages ,  and 
tobacco 73  

T e x t i l e s  and c l o t h i n g  28 

Wood and wood p r o d u c t s  9 

Paper  and paper  p r o d u c t s  1 2  

Chemicals,  r u b b e r ,  and 
p l a s t i c  44 

Nonmetal l ic  m i n e r a l  p r o d u c t s  1 6  

5 

Metal p r o d u c t s  and o t h e r  50 

237 

Basic m e t a l s  i n d u s t r i e s  - 21 

T o t a l  manufac tu r ing  - 

101.5 

118.9 

69.6 

94.1 

106.7 

102.7 

100.5 

95.0 

101.6 

98.1 

100.4 

76.9 

102 .6  

105. a 

134.5 

109.8 

81.9 

98.5 

99.3 96.7 

140.7 147.7 

75.4 74.0 

123 .3  126.3 

103.5 116.5 

132.7 142.7 

121.0 109.8 

73.8 68.6 

102.6 104.5 

92.9 

176.0 

67.0 

106.0 

111.9 

136.4  

112.7 

80.2 

106.6 

~ ~~~~ 

Sources:  C e n t r a l  S t a t i s t i c a l  O f f i c e ,  Monthly D i g e s t  of  S t a t i s t i c s ;  and d a t a  
provided by t h e  Zambian a u t h o r i t i e s .  

11 P r o v i s i o n a l .  
- 2 1  Excluding copper r e f i n e r i e s .  
- 
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whi le  p roduc t ion  l e v e l s  expanded by about  2 p e r  cen t .  The marginal 
improvement ove r  t h e  prev ious  y e a r ' s  performance r e f l e c t e d  t h e  e a s i n g  of 
t h e  supp ly  s i t u a t i o n  f o r  imported i n p u t s  because of p r i o r i t y  a l l o c a t i o n  
o f  import  l i c e n s e s ,  and the  i n c r e a s i n g  degree  of  s u b s t i t u t i o n  of  l o c a l  raw 
m a t e r i a l s  f o r  imported inpu t s .  However, on ly  two groups  of  i n d u s t r i e s  
expanded product ion:  t e x t i l e s  and c l o t h i n g ,  where t h e  o u t p u t  i n c r e a s e  of 
19 per  c e n t  stemmed from good c o t t o n  h a r v e s t s  and h i g h e r  c a p a c i t y  u t i l i -  
z a t i o n ;  and t h e  meta l  i n d u s t r i e s ,  where p roduc t ion  i n c r e a s e d  by over  15 per 
c e n t  on average  because of t h e  h i g h e r  l e v e l  of  economic a c t i v i t y  i n  t h e  
mining s e c t o r .  A l l  o t h e r  i n d u s t r i e s  r e g i s t e r e d  d e c l i n e s  i n  ou tpu t  i n  
1980, p a r t i c u l a r l y  t h e  wood and paper  i n d u s t r i e s ,  where product ion  f e l l  by 
9 pe r  c e n t  and 16 p e r  c e n t ,  r e s p e c t i v e l y .  

The p r o s p e c t s  f o r  t h e  manufac tur ing  s e c t o r  i n  1981 a r e  mixed. Without 
h igher  impor ts  of e s s e n t i a l  m a t e r i a l s ,  i t  would be d i f f i c u l t  t o  i n c r e a s e  
c a p a c i t y  u t i l i z a t i o n  l e v e l s .  However, r e c e n t  a c t i o n s  i n  t h e  a r e a  of p r i c ing  
p o l i c y  f o r  t he  p a r a s t a t a l  e n t e r p r i s e s  should  have a f a v o r a b l e  impact on 
both product ion  and cash-flow p o s i t i o n s  ( s e e  S e c t i o n  I I . l a  below). These 
f a c t o r s  t o g e t h e r  w i th  t h e  development e f f o r t s  f o r  t h e  manufactur ing s e c t o r  
inc luded  i n  t h e  three-year  p u b l i c  s e c t o r  inves tment  p l a n ,  should h e l p  
e s t a b l i s h  t h e  b a s i s  f o r  s u s t a i n e d  expans ion  of  manufac tur ing  ou tpu t  i n  t h e  
medium t e r m .  

d. Energy 

Zambia c o n t i n u e s  t o  r e l y  main ly  on h y d r o e l e c t r i c i t y  f o r  energy. This  
sou rce  accounted  f o r  58 p e r  c e n t  of  t o t a l  energy  s u p p l y  i n  1979-80, whi le  
c o n t r i b u t i o n s  from o i l  and coa l  were about  26 p e r  c e n t  and 13 p e r . c e n t ,  
r e s p e c t i v e l y  (Tab le  7).  H y d r o e l e c t r i c i t y  and c o a l ,  which t o g e t h e r  accounted 
f o r  70  p e r  c e n t  o f  energy  s u p p l y ,  a r e  produced d o m e s t i c a l l y ,  wh i l e  petroleum 
and r e l a t e d  p roduc t s  are imported.  S ince  1974 Zambia has  expor ted  d e c l i n i n g  
amounts of  e l e c t r i c  power t o  ne ighbor ing  c o u n t r i e s  i n  t h e  f a c e  o f  r a p i d  
i n c r e a s e s  i n  domest ic  demand. The n e t  f o r e i g n  exchange payment f o r  energy 
s u p p l i e s  has  i n c r e a s e d  s u b s t a n t i a l l y  i n  r e c e n t  y e a r s ,  because  of e s c a l a t i n g  
pe t ro leum c o s t s ,  d e s p i t e  a downward t r e n d  i n  t h e  volume of petroleum imports .  

After s t a g n a t i n g  i n  1979, Zambia's  demand f o r  energy  d e c l i n e d  rnargin- 
a l l y  i n  1980, from a c o a l  e q u i v a l e n t  t o  4.9 m i l l i o n  t o n s  i n  1979 t o  4 - 7  
m i l l i o n  tons .  The p r o p o r t i o n  o f  t o t a l  energy  consumed by t h e  mining s e c t o r ,  
which had d e c l i n e d  s h a r p l y  i n  1979 t o  46 p e r  c e n t ,  r o s e  i n  1980 t o  about 
54 per  c e n t .  The f l u c t u a t i o n s  i n  t h e  use  of ene rgy  by t h e  mining s e c t o r  
d u r i n g  1978-80 r e f l e c t e d  movements i n  p r o d u c t i o n  l e v e l s  du r ing  t h e  period. 
A c e r t a i n  amount o f  s u b s t i t u t i o n  o f  h y d r o e l e c t r i c i t y  € o r  o i l  has  occurred  
i n  t h e  mining s e c t o r  i n  r e c e n t  y e a r s  w i t h  t h e  e l e c t r i f i c a t i o n  of  some 
o p e r a t i o n s .  Energy demand i n  t h e  o t h e r  s e c t o r s ,  p a r t i c u l a r l y  manufac tur ing  
and c o n s t r u c t i o n ,  has  d e c l i n e d  due t o  h i g h e r  energy  p r i c e s  and lower l e v e l s  
of  economic a c t i v i t y .  The Government c o n t i n u e s  t o  a l l o w  a l l  i n c r e a s e s  
i n  pe t ro leum p r i c e s  t o  be passed on t o  t h e  consumer,  a p o l i c y  t h a t  has 
c o n t r i b u t e d  c o n s i d e r a b l y  t o  dampening domest ic  demand. Fur thermore ,  t h e  
Government p l a n s  t o  o f f e r  t a x  i n c e n t i v e s  t o  encourage  u s e r s  of p e t r o l e u u r  
r e l a t e d  p roduc t s  t o  swi t ch  t o  t h e  e x i s t i n g  inexpens ive  hydro-based power. 



Table  7. Zambia: Supply and Use of Energy, 1976-80 

( I n  p e r  c e n t  of t o t a l )  

1976 1977 1978 1979 1980 

Supply : 
H y d r o e l e c t r i c i t y  
Coal 
O i  1 
Coke 
Other 

56.4 57.7 58.2 58.2 58.1 
14.8 14.5 12.6 12.4 13.0 
26.6 25.4 25.8 26.8 26.4 
i. 9 2.0 1.4 1.1 1.0 
0.3 0.4 2.0 1.5 1.5 

Use : 
A g r i c u l t u r e  0.8 0.8 1.4 2.9 2.4 
Mining 61.3 62.1 59.4 45.9 53.8 
Manufacturing and 

cons  t r uc t i o n  16.4 16.1 12.2 19.0 16.0 
Transpor t  3.8 3.4 3.3 4.5 3.6 
Commerce and s e r v i c e s  17.7 17.6 23.7 26.2 24.2 

Source: Bank of Zambia, Report  and Sta tement  o f  Accounts f o r  t h e  y e a r  
ended December 31,  1980. 

Var ious  measures have been t a k e n  t o  improve t h e  s u p p l y  o f  ene rgy  
w h i l e  r educ ing  t h e  r e l a t i v e  dependence on imported pe t ro leum products .  The 
r e c y c l i n g  of  used l u b r i c a n t s  i s  be ing  encouraged, p a r t i c u l a r l y  i n  t h e  t r a n s -  
p o r t  i n d u s t r y .  Another p o t e n t i a l  means o f  s u b s t i t u t i o n  away from pe t ro l eum 
i s  t h e  manufac ture  o f  e t h a n o l  from molasses a v a i l a b l e  from t h e  domest ic  
s u g a r  r e f i n e r i e s .  For  t h i s  p r o j e c t ,  Zambia i s  s e e k i n g  f i n a n c i a l  a s s i s t a n c e  
from t h e  World Bank Group, and o p e r a t i o n s  a r e  expec ted  t o  s ta r t  i n  t h e  fore-  
s e e a b l e  f u t u r e .  F i n a l l y ,  e f f o r t s  t o  r e h a b i l i t a t e  and expand c o a l  mining are 
be ing  under taken ,  a s  well a s  s t u d i e s  f o r  new h y d r o e l e c t r i c  i n s t a l l a t i o n s .  
I t  i s  expec ted  t h a t  when t h e s e  p r o j e c t s  a r e  concluded ,  Zambia's import  
r equ i r emen t s  f o r  petroleum w i l l  be s u b s t a n t i a l l y  reduced. 

11. P r i c e s ,  Wapes, and Employment 

1. P r i c e s  

a. P r i c e s  p o l i c y  and r e g u l a t i o n  

An e x t e n s i v e  sys tem of  formal  c o n t r o l s  a p p l i e s  t o  t h e  p r i c e s  of  most 
goods produced o r  s o l d  i n  Zambia. Before t h e  r e c e n t  e s t a b l i s h m e n t  of  a 
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P r i c e s  and Incomes Commission, t h e  system ope ra t ed  through a number of 
channels .  In  t h e  a g r i c u l t u r a l  s e c t o r ,  p roducer  pr ices  f o r  a lmost  a l l  
commodities have been determined a t  Cabinet  l e v e l ,  on t h e  b a s i s  of  recom- 
mendations by t h e  M i n i s t r y  of  A g r i c u l t u r e  a f t e r  an annual  survey  of farming 
c o s t s .  In t h e  manufac tur ing  s e c t o r ,  p r i c e s  f o r  a s p e c i f i e d  l i s t  of b a s i c  
consumer goods--produced mainly by p a r a s t a t a l  e n t e r p r i s e s  under I N D E C O ,  
t h e  government hold ing  company--have been determined both  a t  Cabinet l e v e l  
and below; t h e  o f f i c i a l  p r i c e s  have then been admin i s t e red  by t h e  O f f i c e  of  
t h e  P r i c e  C o n t r o l l e r  i n  t h e  M i n i s t r y  of I n d u s t r y  and Commerce. Cabinet 
approval  has  been r equ i r ed  f o r  p r i c e  ad jus tmen t s  t o  n i n e  commodities on 
t h e  l i s t  deemed t o  be " e s s e n t i a l , "  mainly c e r t a i n  f o o d s t u f f s ,  petroleum 
p roduc t s ,  and s t o c k  feed.  P r i c e  changes f o r  o t h e r  b a s i c  commodities pro- 
duced by p a r a s t a t a l  e n t e r p r i s e s  g e n e r a l l y  r e q u i r e d  approva l  o n l y  by t h e  
board of t h e  Zambian I n d u s t r i a l  and Mining Corpora t ion ,  Ltd. (ZIMCO), 
t h e  p a r e n t  company of INDECO,  a l t hough  i n  c e r t a i n  c a s e s  t h e  changes had 
a l s o  t o  be sanc t ioned  by t h e  r e l e v a n t  c o n t r o l l i n g  m i n i s t r i e s ;  t h e  approved 
i n c r e a s e s  were then  n o t i f i e d  t o  t h e  Price C o n t r o l l e r ' s  Of f i ce  t o  be gaze t t ed .  
The O f f i c e  o f  t h e  P r i c e  C o n t r o l l e r  i t s e l f  h a s  been charged wi th  de t e rmin ing  
p r i c e s  o f  any b a s i c  commodities produced by p r i v a t e  companies,  and wi th  
e s t a b l i s h i n g  p e r m i s s i b l e  markups on imported consumer goods.  

This  system of p r i c e  c o n t r o l s  has  proved t o  be r a t h e r  cumbersome, and,  
a s  a consequence,  un t ime ly  and o f t e n  inadequa te  p r i c e  i n c r e a s e s  have a c t e d  
a s  a s u b s t a n t i a l  d e t e r r e n t  t o  product ion .  A g r i c u l t u r a l  producer  pr ices  
were f r e q u e n t l y  announced t o o  l a t e  t o  have a s t r o n g  impact on product ion  
d e c i s i o n s  i n  t h e  same c r o p  season ,  wh i l e  low producer  p r i c e s - - p a r t i c u l a r l y  
f o r  maize--led t o  r e d u c t i o n s  i n  ac reage  under c u l t i v a t i o n .  Delays i n  
approving  o r  g a z e t t i n g  p r i c e  i n c r e a s e s  f o r  t h e  manufac tur ing  s e c t o r ,  a t  a 
time of  r a p i d l y  r i s i n g  c o s t s ,  s e r i o u s l y  undermined t h e  f i n a n c i a l  p o s i t i o n  
of  p a r a s t a t a l  e n t e r p r i s e s  and compounded t h e  e f f e c t s  o f  t h e  t i g h t  f o r e i g n  
exchange s i t u a t i o n .  "he r e s u l t  has  been v e r y  low c a p a c i t y  u t i l i z a t i o n  
r a t e s ,  a s h a r p  d e t e r i o r a t i o n  i n  d e b t  repayment r e c o r d s ,  and growing r ecour se  
t o  d i r e c t  s u b s i d i e s  o r  low c o s t  l o a n s  from t h e  Government t o  f i n a n c e  l o s s e s .  
I n  some c a s e s ,  t h e  s u b s i d i e s  a r o s e  from t h e  i n a b i l i t y  o f  t h e  p a r a s t a t a l  
e n t e r p r i s e s  t o  forward government s a l e s  t a x e s  c o l l e c t e d  from t h e  consumer. 
Another consequence o f  t h e  noneconomic p r i c i n g  of  goods has  been t h e  encour- 
agement o f  r e l a t i v e l y  h i g h  consumption l e v e l s ,  p a r t i c u l a r l y  f o r  e s s e n t i a l  
commodit ies ,  which i n  some c a s e s  have had t o  be met by g r e a t e r  volumes of  
imports. 

In l i g h t  o f  t h e s e  d i f f i c u l t i e s ,  s u b s t a n t i v e  changes have r e c e n t l y  
been made i n  t h e  p r i c e  c o n t r o l  sys tem t o  r ende r  i t  more r e spons ive  t o  t h e  
development needs  of  t h e  economy. F i r s t ,  t h e  Government has  endorsed a 
p o l i c y  o f  economic p r i c i n g ,  i n  keeping wi th  t h e  recommendations o f  t h e  
Turner  Repor t s  prepared  under t h e  a u s p i c e s  o f  t h e  ILO.  Th i s  p o l i c y  i n v o l v e s  
a g radua l  approach  toward f u l l  c o s t  p r i c i n g  ( i n c l u d i n g  an adequate  r e t u r n  
on c a p i t a l )  f o r  a l l  p roduc t s  o f  p a r a s t a t a l  e n t e r p r i s e s ,  and t h e  ad jus tment  
of  a g r i c u l t u r a l  producer  p r i c e s  toward world market e q u i v a l e n t s .  In  l i n e  
wi th  t h i s  o b j e c t i v e ,  s u b s t a n t i a l  p r i c e  a d j u s t m e n t s  f o r  many b a s i c  commodities 
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were in t roduced  i n  t h e  f i r s t  h a l f  o f  1982 (see below). F u r t h e r ,  producer 
p r i c e s  were inc reased  by an  average  o f  15 p e r  c e n t  f o r  t h e  1980/81 c r o p  
y e a r ,  and f o r  t h e  1981/82 season  producer  p r i c e  i n c r e a s e s  o f  19 p e r  cen t  
f o r  maize and up t o  51 per  c e n t  f o r  o t h e r  commodities have a l r e a d y  been 
announced. 

Second, a P r i c e s  and Incomes Commission was e s t a b l i s h e d  i n  May o f  t h i s  
y e a r ,  t o  c e n t r a l i z e  and t h e r e b y  s t r e a m l i n e  t h e  procedures  f o r  approving  
p r i c e  i n c r e a s e s .  The Commission's i n i t i a l  concern h a s  been t o  b r i n g  t h e  
v a r i o u s  s t a t u t o r y  p r i c e  c o n t r o l  mechanisms under i t s  a u t h o r i t y ,  a p rocess  
u n l i k e l y  t o  be completed be fo re  t h e  end of t h e  year .  When f u l l y  o p e r a t i o n a l ,  
t h e  Commission w i l l  be d i r e c t l y  r e s p o n s i b l e  f o r  s e t t i n g  a g r i c u l t u r a l  producer  
p r ices  and p r i c e s  o f  b a s i c  commodities produced by p r i v a t e  companies,  and 
f o r  r eco rd ing  p r i c e  i n c r e a s e s  f o r  p a r a s t a t a l  e n t e r p r i s e s  approved by t h e  
ZIMCO board.  'Ihe r o l e  of  p o l i c i n g  p r i c e  c o n t r o l s  w i l l  be r e t a i n e d  by t h e  
O f f i c e  of  t h e  P r i c e  C o n t r o l l e r ,  which w i l l  remain wi th  t h e  Min i s t ry  of  
I n d u s t r y  and Commerce. To speed t h e  p r o c e s s  of p r i c e  ad jus tmen t ,  t h e  Com- 
mis s ion  w i l l  be empowered t o  approve i n c r e a s e s  i n  t h e  p r i c e s  o f  " e s s e n t i a l "  
commodities wi thout  r e f e r e n c e  t o  the  Cab ine t ,  a l t h o u g h  t h e  Commission e x p e c t s  
t o  c o n s u l t  w i th  t h e  Cabinet  on t h e  most s e n s i t i v e  p r i c e  i n c r e a s e s .  For t h e  
same reason ,  t h e  Commission may a l s o  exempt c e r t a i n  producing o r  t r a d i n g  
u n i t s  from p r i c e  c o n t r o l ,  o r  a l low them t o  i n c r e a s e  p r i c e s  w i t h i n  p r e d e t e r  
mined l i m i t s .  As a means of  widening p o l i t i c a l  suppor t  f o r  p r ice  i n c r e a s e s ,  
t h e  Commission w i l l  a l s o  be a b l e  t o  r e f e r  g e n e r a l  o r  p a r t i c u l a r  p r i c i n g  
i s s u e s  t o  a new C o n s u l t a t i v e  Counci l ,  on which a l l  major  i n t e r e s t  g roups  
i n  t h e  economy w i l l  be r ep resen ted .  

b. Recent p r i c e  developments 

The r e c e n t  e v o l u t i o n  of  t h e  major  p r i c e  se r ies  i s  g iven  i n  Tab le  8. 
The consumer p r i c e  i n d i c e s  f o r  bo th  low- and high-income e a r n e r s  show a 
c o n s i d e r a b l e  a b a t i n g  of i n f l a t i o n a r y  p r e s s u r e s  i n  1978 and 1979, d u r i n g  
t h e  pe r iod  o f  t h e  r e c e n t  stand-by arrangement.  By 1979 t h e  annual  i n f l a t i o n  
r a t e  had f a l l e n  t o  10-11 pe r  c e n t ,  compared t o  a lmost  20 p e r  c e n t  between 
1976 and 1977, d e s p i t e  t h e  once- for -a l l  p r i c e  e f f e c t s  of  t h e  exchange ra te  
and t a x l s u b s i d y  a c t i o n s  t aken  under  t h e  arrangement .  A slowdown i n  p r i c e  
i n c r e a s e s  f o r  food ,  beve rages ,  and tobacco was t h e  major reason  f o r  t h e  
e a s i n g  of i n f l a t i o n  (Appendix Table  VI).  In 1980, however, p r i c e s  f o r  
t h e s e  i t e m s  ro se  s u b s t a n t i a l l y ,  l a r g e l y  as  a r e s u l t  o f  t h e  poor maize 
ha rves t  and a d d i t i o n a l  r e d u c t i o n s  i n  budgetary  s u b s i d i e s  t o  consumers,  
which took e f f e c t  a t  t h e  beginning  of t h e  year .  These h ighe r  p r i c e s  bore 
more h e a v i l y  on low income e a r n e r s ,  f o r  whom t h e  ra te  of  i n f l a t i o n  r o s e  by 
2 percentage  p o i n t s  i n  1980; t h e  i n f l a t i o n  r a t e  f o r  h igh  income e a r n e r s  
i n c r e a s e d  only  s l i g h t l y .  N e v e r t h e l e s s ,  t h e  recorded  i n f l a t i o n  r a t e  o f  
about  12 p e r  cen t  f o r  bo th  groups was w e l l  below t h e  1980 i n c r e a s e  i n  
import  p r i c e s  (24 p e r  c e n t )  and i n  who lesa l e  p r ices  f o r  nonmining ou tpu t  
( 1 8  p e r  cen t ) .  This  divergence--which was a l s o  pronounced i n  1979--ref lects  
t h e  use  of  o f f i c i a l  p r ices  o n l y  t o  measure i n f l a t i o n a r y  t r e n d s ;  t h e  subs tan-  
t i a l l y  h i g h e r  b l ack  market p r i c e s  f o r  c e r t a i n  c o n t r o l l e d  items i n  l i m i t e d  
supp ly  would sugges t  t h a t  unde r ly ing  i n f l a t i o n a r y  p r e s s u r e s  i n  1980 were 
much s t r o n g e r .  
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Table  8. Zambia: P r i c e  Developments, 1976-80 

(Annual pe rcen tage  changes)  

1976 1977 1978 1979 1980 

Consumer p r i c e s  

Low-income group 
High-inc ome group 

18.8 19.8 16.4 9.7 11.7 
16.1 17.1 12.2 11.3 11.5 

Wholesale p r i c e s  (nonmining ou tpu t )  17.5 24.6 19.6 15.7 18.4 

Domestic demand d e f l a t o r  14.7 16.4 8.3 25.9 12.0 - 1/ 

Gross domest ic  product  d e f l a t o r  

To ta l  
Nonmining o u t p u t  

13.4 9.9 10.1 29.6 12.9 1/ 
13.3 17.3 11.4 13.8 14.5 i/ - 

Sources:  C e n t r a l  S t a t i s t i c a l  O f f i c e ,  Monthly D i g e s t  of S t a t i s t i c s ;  and 
d a t a  provided by t h e  Zambian a u t h o r i t i e s .  

1/ P r o v i s i o n a l .  - 

These p r e s s u r e s  became more open i n  t h e  f i r s t  h a l f  o f  1981, fo l lowing  
adop t ion  by t h e  Government o f  a p o l i c y  of  economic p r i c i n g  f o r  p a r a s t a t a l  
e n t e r p r i s e s .  S u b s t a n t i a l  a d j u s t m e n t s  were made d u r i n g  t h e  f i r s t  q u a r t e r  
o f  t h e  yea r  i n  t h e  r e t a i l  p r i c e  o f  maize ( a  32 p e r  c e n t  i n c r e a s e ) ,  suga r  
(15 p e r  c e n t ) ,  beef  p r o d u c t s  (12 p e r  c e n t ) ,  b read  (40 p e r  c e n t ) ,  and s tock-  
f e e d s  (40  p e r  c e n t  on average) .  These were fo l lowed i n  t h e  second q u a r t e r  
by i n c r e a s e s  i n  p r i c e s  f o r  r ice  (27  p e r  c e n t ) ,  b u t t e r  ( 3 9  p e r  c e n t ) ,  s a l t  
(25  p e r  c e n t ) ,  and a f u r t h e r  i n c r e a s e  i n  suga r  p r i c e s  (12  p e r  c e n t ) .  Re- 
f l e c t i n g  t h e s e  i n c r e a s e s ,  t h e  c o s t  o f  l i v i n g  f o r  low-income e a r n e r s  r o s e  by 
13 p e r  c e n t  i n  t h e  f i r s t  h a l f  o f  1981, and by 8 p e r  c e n t  f o r  high-income 
e a r n e r s  . 
2. Wages 

Data on e a r n i n g s  i n  Zambia, which are based on semiannual  surveys  
of wages p a i d ,  a r e  a v a i l a b l e  o n l y  a f t e r  a c o n s i d e r a b l e  l a g ;  t h e  l a t e s t  
f i n a l i z e d  d a t a  r e f e r  t o  1978 (Appendix Tab le  VII). These d a t a  show t h a t ,  
except  f o r  a b r i e f  wage e x p l o s i o n  i n  1976, ave rage  e a r n i n g s  have r i s e n  
o n l y  s lowly ,  a t  rates w e l l  below concomi tan t  i n c r e a s e s  i n  t h e  p r i c e  l e v e l .  
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The r e s u l t  has  been a s t e a d y  e r o s i o n  i n  t h e  buying power o f  e a r n i n g s  of 
bo th  Zambian and non-Zambian workers.  Between 1974 and 1978 t h e  real 
v a l u e  of  e a r n i n g s  f e l l  by 15  p e r  c e n t  f o r  t h e  former group and by 23 p e r  
c e n t  f o r  t h e  l a t t e r .  P r e l i m i n a r y  d a t a  sugges t  t h a t  real wages may have 
d e c l i n e d  f u r t h e r  i n  1979, i n  l i n e  wi th  g u i d e l i n e s  e s t a b l i s h e d  i n  con junc t ion  
wi th  t h e  stand-by arrangement  ho ld ing  wage i n c r e a s e s  i n  bo th  t h e  p r i v a t e  
and p a r a s t a t a l  s e c t o r s  t o  5 p e r  c e n t ,  and l i m i t i n g  p u b l i c  s e c t o r  wage in- 
c r e a s e s  t o  a f i x e d  a b s o l u t e  amount f o r  u n s k i l l e d  and s e m i s k i l l e d  workers ,  
as  recommended by one of  t h e  Turner  Reports .  Aggregate wage d a t a  a r e  not  
a v a i l a b l e  f o r  1980, bu t  wage settlements du r ing  t h e  yea r  would have ensured  
r e a l  g a i n s  f o r  a number of  g roups  of workers. In  p a r t i c u l a r ,  government 
employees were g r a n t e d  a g e n e r a l  wage i n c r e a s e  ave rag ing  2 2  p e r  c e n t ,  
e f f e c t i v e  August 1; however, t h i s  was t h e  f i r s t  such  i n c r e a s e  s ince  1977, 
and provided only  p a r t i a l  compensat ion f o r  t h e  i n c r e a s e  i n  t h e  cost  o f  
l i v i n g  over  t h a t  per iod .  

In t h e  f u t u r e ,  g e n e r a l  wage p o l i c y  w i l l  be t h e  r e s p o n s i b i l i t y  of  t h e  
P r i c e s  and Incomes Commission. The Commission w i l l  become t h e  f i n a l  a r b i t e r  
of  wage d i s p u t e s ,  a power p r e v i o u s l y  e x e r c i s e d  l a r g e l y  by t h e  I n d u s t r i a l  
R e l a t i o n s  Court .  In  a d d i t i o n ,  t h e  Commission w i l l  be empowered t o  set 
minimum wages f o r  workers  n o t  covered  by c o l l e c t i v e  agreements  (main ly  i n  
r e t a i l  and o t h e r  smal l  i n d u s t r i e s )  and t o  r a t i f y  and moni tor  c o l l e c t i v e  
wage agreements ,  i n c l u d i n g  t h o s e  p e r t a i n i n g  t o  government employees. The 
Commission i s  charged wi th  fo rmula t ing  a comprehensive p r i c e s  and incomes 
p o l i c y  which, once approved by t h e  Government, w i l l  p rov ide  t h e  g u i d e l i n e s  
f o r  r a t i f y i n g  new c o l l e c t i v e  agreements .  One problem t h e  Commission w i l l  
f a c e  i n  des ign ing  an incomes p o l i c y  d e r i v e s  from t h e  s t r u c t u r e  of i n t e r -  
i n d u s t r y  r e l a t i v e  wage d i f f e r e n t i a l s  i n  Zambia. Although v e r y  s i g n i f i c a n t  
i n  s ize--mining-sector  employees e a r n  about  one and one h a l f  times t h e  
average  wage f o r  a l l  Zambian workers ,  wh i l e  a g r i c u l t u r a l  workers  e a r n  only  
4 0  p e r  c e n t  of  t h e  average--wage d i f f e r e n t i a l s  have remained r e l a t i v e l y  
c o n s t a n t ,  s u g g e s t i n g  t h a t  t h e  Zambian l a b o r  market h a s  become a "un i f i ed"  
market i n  which i t  i s  n o t  e a s y  t o  change,  o t h e r  t han  t e m p o r a r i l y ,  t h e  
g e n e r a l  p a t t e r n  of  i n t e r - i n d u s t r y  wages. I n  t h i s  t y p e  o f  market ,  wage 
s e t t l e m e n t s  i n  any one s e c t o r ,  p a r t i c u l a r l y  t h e  copper  i n d u s t r y  which has  
proven t o  be a wage l e a d e r ,  w i l l  tend t o  a f f e c t  wage demands throughout  
t h e  economy, c r e a t i n g  g e n e r a l i z e d  c o s t  p r e s s u r e s .  The Commission e x p e c t s  
t h a t  t h e  new C o n s u l t a t i v e  Counci l  w i l l  a c t  t o  ease t h e s e  p r e s s u r e s  by 
e n s u r i n g  t h a t  major i n t e r e s t  g roups  i n  t h e  economy-all r e p r e s e n t e d  on t h e  
Council--come t o  r ecogn ize  t h e  i m p l i c a t i o n s  o f  e x c e s s i v e  wage inc reases .  

3. Employment 

The s l u g g i s h n e s s  i n  economic a c t i v i t y  i n  r e c e n t  y e a r s  h a s  l e d  t o  a 
c o n s i d e r a b l e  s t a g n a t i o n  i n  employment o p p o r t u n i t i e s  w i t h i n  Zambia. Conse- 
quen t ly ,  i n  t he  f a c e  of a r a p i d l y  growing p o p u l a t i o n  of  school  l e a v e r s ,  
unemployment has  become a major  p o l i c y  conce rn ,  one which w a s  e x p l i c i t l y  
addressed  i n  t h e  Th i rd  Na t iona l  Development P lan .  Between 1975 and 1978 
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, , p a i d  employment d e c l i n e d  i n  t o t a l  by 7 p e r  c e n t ,  t h e  d e c l i n e s  be ing  r eg i s -  
t e r e d  mainly i n  t h e  c o n s t r u c t i o n  s e c t o r  fo l lowing  complet ion o f  t h e  TAZARA 
r a i l w a y  p r o j e c t ,  b u t  a l s o  i n  a g r i c u l t u r e  and mining (Appendix Table  VIII). 
T h i s  t r e n d  was h a l t e d  i n  1979 w i t h  t h e  improvement i n  t h e  f o r e i g n  exchange 
s i t u a t i o n ,  and i n  1980 paid employment grew by some 3 p e r  cen t .  Neverthe- 
less, t o t a l  pa id  employment i n  1980 was s t i l l  below i t s  1974 l e v e l .  The 
r e s u l t  has  been a s u b s t a n t i a l  i n c r e a s e  i n  unemployment and i n  g e n e r a l l y  
low-paying " informal"  l a b o r  market  a c t i v i t i e s ,  p a r t i c u l a r l y  i n  Zambia's 
urban a r e a s .  

The growth i n  t o t a l  employment d u r i n g  1980 was c e n t e r e d  mainly on t h e  
a g r i c u l t u r e  and t r a n s p o r t a t i o n  s e c t o r s .  A g r i c u l t u r a l  employment rose  by 
14  p e r  c e n t  ove r  t h e  y e a r ,  i n  r e sponse  t o  government i n i t i a t i v e s  t o  expand 
a g r i c u l t u r a l  p roduct ion  through i n c r e a s e s  i n  producer  p r i c e s  and improved 
e x t e n s i o n  and f i n a n c i a l  s e r v i c e s .  The Thi rd  Na t iona l  Development Plan 
sees such  i n c e n t i v e s  f o r  a g r i c u l t u r e ,  and a l s o  f o r  a g r o - i n d u s t r i e s ,  a s  t h e  
major means o f  s t r e n g t h e n i n g  t h e  employment s i t u a t i o n  i n  t h e  medium term. 
Employment i n  t h e  t r a n s p o r t a t i o n  s e c t o r  r o s e  by 16  p e r  c e n t  i n  1980, a s  
t r a n s p o r t a t i o n  b o t t l e n e c k s  eased  wi th  t h e  i n c r e a s e d  use  of  t h e  s o u t h e r n  
route .  Manufactur ing employment, however, f e l l  by 3 p e r  c e n t  p a r t l y  o f f -  
s e t t i n g  t h e  marked improvement i n  t h e  p rev ious  year .  The d e t e r i o r a t i o n  
r e f l e c t e d  t h e  d e c l i n e  i n  c a p a c i t y  u t i l i z a t i o n  rates,  due t o  s h o r t a g e s  of  
raw materials and o t h e r  i n p u t s  and t o  cash  f low problems c r e a t e d  by p r i c e  
c o n t r o l s .  

111. P u b l i c  F inance  

1. O v e r a l l  budgetary  s i t u a t i o n  

P u b l i c  f i n a n c e s  i n  Zambia a r e  h i g h l y  c e n t r a l i z e d ,  a l t h o u g h  l o c a l  
a u t h o r i t i e s  a r e  r e s p o n s i b l e  f o r  p r o v i s i o n  o f  a number o f  municipal  
s e r v i c e s ,  t h e  most impor t an t  o f  which i s  housing.  Local  governments 
r e t a i n  independent  revenue s o u r c e s ,  i n c l u d i n g  t h e  p r o p e r t y  t a x ,  personal  
l e v y ,  and l i c e n s e  and t r a d i n g  revenues ,  which a r e  supplemented by g r a n t s  
from t h e  C e n t r a l  Government i n  r e s p e c t  of  c e r t a i n  s e r v i c e s  and b lock  g r a n t s  
f o r  g e n e r a l  purposes .  Nonf inancia l  p u b l i c  e n t e r p r i s e s  predominate  i n  
economic p roduc t ion ,  employing over  one t h i r d  o f  t h e  l a b o r  f o r c e  and, 
through t h e  Government 's  e q u i t y  p a r t i c i p a t i o n  i n  t h e  mining companies,  
p rov ide  n e a r l y  a l l  f o r e i g n  exchange e a r n i n g s .  These e n t e r p r i s e s  a r e  s u b j e c t  
t o  c o n s i d e r a b l e  c o n t r o l  by t h e  C e n t r a l  Government, p a r t i c u l a r l y  wi th  regard  
t o  p r i c i n g  p o l i c i e s  ( s e e  s u b s e c t i o n  5 below). 

F i s c a l  performance s i n c e  independence i n  1964 can be viewed as c o n s i s t -  
i n g  of  two broad epochs.  The f i r s t  l a s t e d  u n t i l  1975, and was dominated 
by s t r o n g  i f  i n t e r m i t t e n t  mine ra l  revenues  d e r i v i n g  from copper  product ion .  
Expendi tures  responded t o  revenue  l e v e l s  wi th  a l a g ,  producing a p a t t e r n  
of budgetary  s u r p l u s e s  and d e f i c i t s  which e f f e c t i v e l y  provided  a compensatory 
f i s c a l  po l icy .  In 1975 and subsequent  y e a r s ,  however, mine ra l  revenues 
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v i r t u a l l y  d i s a p p e a r e d  a s  a s o u r c e  o f  government  r evenues .  Confronted  w i t h  
t h e  l o s s  o f  a r evenue  s o u r c e  which had p rov ided  more t h a n  one  q u a r t e r  o f  
budge t  r e v e n u e s  o v e r  t h e  p r e c e d i n g  f i v e  y e a r s ,  t h e  a u t h o r i t i e s  adop ted  a 
more r e s t r i c t i v e  f i s c a l  p o l i c y ,  r e s t r a i n i n g  f u r t h e r  e x p e n d i t u r e  g rowth  and  
augment ing  nonmine ra l  r e v e n u e s ,  which i n c r e a s e d  n e a r l y  5 p e r c e n t a g e  p o i n t s  
as a s h a r e  o f  nonmining GDP i n  1975. Due t o  t h e  fundamen ta l  d i s e q u i l i b r i u m  
be tween r e v e n u e s  and e x p e n d i t u r e  a t  p r e v i o u s l y  e s t a b l i s h e d  b u d g e t a r y  l e v e l s ,  
however ,  t h e s e  measu res  were o n l y  s u f f i c i e n t  t o  a v e r t  f u r t h e r  d e t e r i o r a t i o n  
i n  t h e  f i s c a l  p o s i t i o n  a f t e r  1975,  and  d e f i c i t s  remained  l a r g e ,  e q u i v a l e n t  
t o  a b o u t  16 p e r  c e n t  o f  GDP d u r i n g  1975-77, and were p r i m a r i l y  f i n a n c e d  by 
d o m e s t i c  bank c r e d i t  ( T a b l e s  9 and 10). These p o l i c i e s  c u l m i n a t e d  i n  t h e  
1978 s t a b i l i z a t i o n  program, i n  which f i s c a l  p o l i c y  had a c e n t r a l  r o l e  i n  
r e d u c i n g  e x c e s s  demand p r e s s u r e s  i n  t h e  economy. With economic a c t i v i t y  
s t a g n a n t  and t a x  b u r d e n s  a l r e a d y  h i g h ,  p o l i c y  i n i t i a t i v e s  f o c u s e d  on demand 
management,  p a r t i c u l a r l y  i n  r e g a r d  t o  r e c u r r e n t  e x p e n d i t u r e s .  T o t a l  expen- 
d i t u r e s  were s u b s e q u e n t l y  h e l d  below 1975  l e v e l s ,  w i t h  a s u b s t a n t i a l  d e c r e a s e  
i n  t h e  p r o v i s i o n  o f  s u b s i d i e s  and ,  i n  c o n j u n c t i o n  w i t h  c o n t i n u e d  s t r e n g t h  i n  
r e v e n u e ,  which grew by  1 2  p e r  c e n t  p e r  annum o v e r  1976-78, t h e  d e f i c i t  i n  
1978 d e c r e a s e d  by 40 p e r  c e n t  f rom t h e  r e c o r d  l e v e l  a t t a i n e d  i n  1975,  t o  
K 203 m i l l i o n ,  o r  9 p e r  c e n t  o f  GDP, and bank f i n a n c i n g  d e c l i n e d  by 60 p e r  
c e n t ,  t o  K 93  m i l l i o n ,  o r  4 p e r  c e n t  o f  GDP. 

S u b s e q u e n t l y ,  b u d g e t a r y  d i s c i p l i n e  weakened, and f i s c a l  p o l i c y  became 
more e x p a n s i o n a r y .  E x p e n d i t u r e s  r o s e  a t  twice t h e  r a t e  r e v e n u e s  i n c r e a s e d  
i n  1979,  l e d  by i n c r e a s e s  i n  c u r r e n t  e x p e n d i t u r e s .  R e d u c t i o n s  i n  t h e  
p e r s o n a l  and c o r p o r a t e  income t a x  r a t e s  e roded  ea r l i e r  a t t e m p t s  t o  s e c u r e  
a d d i t i o n a l  r e v e n u e s ,  a n d  t h e  s h a r e  o f  nonmining r evenue  t o  nonmining sector 
va lue-added  d e c l i n e d  t o  pre-1975 leve ls .  The r e s u l t a n t  d e f i c i t  exceeded  
t h a t  o f  t h e  p r e v i o u s  y e a r  by n e a r l y  o n e  h a l f ,  b u t  bank  f i n a n c i n g  d e c l i n e d  
f u r t h e r  due t o  improved d i s b u r s e m e n t  o f  e x t e r n a l  bo r rowings  p r i m a r i l y  
r e l a t e d  t o  b i l a t e r a l  a i d  p r o j e c t s  and an IMF T r u s t  Fund drawing .  

D e s p i t e  an  e x c e p t i o n a l  r e v e n u e  pe r fo rmance ,  t h e  f i s c a l  p o s i t i o n  
d e t e r i o r a t e d  s u b s t a n t i a l l y  i n  1980,  a s  t h e  r evenue  g rowth ,  l e d  by t h e  
f i r s t  s i g n i f i c a n t  min ing  r e c e i p t s  i n . f i v e  y e a r s ,  was exceeded  by t h e  r i se  
i n  e x p e n d i t u r e s .  E x p e n d i t u r e s  were b r o a d l y  h i g h e r ,  b u t  t h e  rise i n  
c a p i t a l  o u t l a y s  and n e t  l e n d i n g  was due  t o  t h e  e x t r a o r d i n a r y  K 161 m i l l i o n  
c o n t r i b u t i o n  f o r  t h e  N i t r o g e n  Chemica l s  o f  Zambia ( N C Z )  f e r t i l i z e r  p l a n t .  
A s  a r e s u l t  of t h e s e  f a c t o r s ,  t h e  d e f i c i t  i n c r e a s e d  s h a r p l y  t o  K 492 m i l l i o n ,  
o r  1 6  p e r  c e n t  o f  GDP; e x c l u d i n g  t h e  e f f e c t s  o f  t h e  NCZ l o a n ,  t h e  d e f i c i t  
was K 331 m i l l i o n ,  o r  11 p e r  c e n t  o f  GDP. 
r e c u r r e n t  e x p e n d i t u r e s  was f i n a n c e d  d o m e s t i c a l l y ,  s i n c e  t h e  b u l k  o f  t h e  ex- 
t e r n a l  f i n a n c i n g  w a s  t i e d  t o  c a p i t a l  o u t l a y s ,  and bank f i n a n c i n g  q u a d r u p l e d  
t o  K 233 m i l l i o n ,  o r  8 p e r  c e n t  of GDP. 

N e a r l y  a l l  o f  t h e  g rowth  i n  

2. E x p e n d i t u r e s  

E x p e n d i t u r e s  grew more t h a n  18 p e r  c e n t  i n  1979,  r i s i n g  t o  K 923 
m i l l i o n ,  an  i n c r e a s e  e n t i r e l y  a t t r i b u t a b l e  t o  c u r r e n t  e x p e n d i t u r e  growth ,  
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T a b l e  9. Zambia: C e n t r a l  Government F i n a n c e ,  1974-81 

( I n  m i l l i o n s  of kwacha) 

198 1 
1974 1975 1976 1977 1978 1979 1980 Budget 

Revenue 

Total e x p e n d i t u r e  
C u r r e n t  e x p e n d i t u r e s  
Ca p i  t a l  e x p e n d i t u r e s  
N e t  l e n d i n g  

Overall s u r p l u s  o r  
d e f i c i t  (-) 

Memorandum items: 
Annual g rowth  ra te  o f  

Annual growth  ra te  of 

Overall d e f i c i t / G D P  
To t a l  expend i t u r  e/GDP 
Capi ta l  e x p e n d i t u r e  

revenue  

e x p e n d i t u r e  

e x c l u d i n g  n e t  
l e n d i n g / G r o s s  f i x e d  
c a p i t a l  f o r m a t i o n  

651.0 462.3 460.8 510.7 576.3 620.6 791.4 - - - - .- - 866.7 

564.5 806.6 733.7 772.8 779.4 922.6 1,283.2 1,086.4 
402.2 562.2 564.2 596.3 580.3 771.3 1,039.5 880.6 
------ 
112.8 143.6 122.8 92.3 91.7 88.7 187.3 1/ 149.5 

49.5 100.8 46.7 84.2 107.4 62.6 56.4 7/ - 56.3 

86.5 -344.3 -272.9 -262.1 -203.1 -302.0 -491.8 -219.7 

( I n  p e r  c e n t )  

68.3 -29.0 -0.3 10.8 12.8 7.7 27.5 9. I 

9.4 42.9 -10.0 5.3 0.9 18.4 39.1 -15.3 
-4.5 20.0 14 .0  12.9 9.2 11.5 16.2 6.0 
30.3 49.4 38.0 38.3 35.4 35.2 42.2 29.8 

22.5 23.9 20.5 13.8 16.5 18.8 31.5 ... 
Sources :  M i n i s t r y  of F i n a n c e ,  F i n a n c i a l  R e p o r t s  (Annual ) ,  1974-80; E s t i m a t e s  of Revenue 

and E x p e n d i t u r e ,  1981;  and d a t a  p rov ided  by  t h e  Zambian a u t h o r i t i e s .  

1/ I n c l u d e s  government  a s sumpt ion  o f  K 1 6 1  m i l l i o n  i n  e x t e r n a l  d e b t  p rov ided  f o r  t h e  
new N i t r o g e n  Chemica ls  of  Zambia f e r t i l i z e r  p l a n t ,  of which K 6 6  m i l l i o n  w a s  r e c o r d e d  a s  
c a p i t a l  i nves tmen t  and  K 95 m i l l i o n  as n e t  l e n d i n g .  
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Table  10. Zambia: Budget F inancing ,  1974-81 

( I n  m i l l i o n s  of  kwacha) 

1981 
1974 1975 1976 1977 1978 1979 1980  Budget 

ro ta1  f i n a n c i n g  
E x t e r n a l  

Inf low 
Outf low 

In f low 
Outflow 

Domestic nonbank 

Domestic bank 
Other  

-86.5 344.3 -- 
37.1 84.8 

(58 .2 )  (100.8) 
( 2 1 . 1 )  (16.0)  

40.2 17.7 
( 5 0 . 7 )  (35.1) 
( 1 0 . 5 )  (17 .4 )  

-127.0 239.7 
-36.8 2.1 

272.9 262.1 -- 
30.1 19.0 

(52 .9 )  (57 .6)  
( 2 2 . 8 )  ( 3 8 . 6 )  

2.6 20.6 
( 2 4 . 6 )  (46 .3 )  
(22 .0 )  ( 2 5 . 7 )  
237.2 219.8 

3.0 2.7 

203.1 302.0 491.8 219.4 --- 
20.5 137.9 262.9 51.2 

(60 .0 )  (180 .3 )  (299 .1 )  ( 9 8 . 8 )  
( 3 9 . 5 )  (42 .4 )  (36 .2 )  ( 4 7 . 6 )  

14.8 17.9 41.7 40.0 
( 4 2 . 0 )  (41 .0 )  (65.0) (69 .0 )  
( 2 7 . 2 )  (23 .1 )  (23 .3 )  ( 2 9 . 0 )  

93.0 59.8 232.8 128.2 
74.8 86.4 -45.6 -- 

( I n  p e r  c e n t )  

lemorandum items: 
Bank financing/GDP -6.8 15.3 12.3 10.9 4.2 2.3 7.7 3.5 
Bank f i n a n c i n g / O v e r a l l  

To ta l  d e b t  s e r v i c e  
d e f i c i t  -146.8 69.6 86.9 83.9 45.8 19.8 47.3 58.4 

payments/GDP L/ 4.0 6.5 5.6 7.0 7.3 6.6 6.1 ... 
( I n  kwacha) 

S inking  Fund Con t r i- 
I 

bu t  i o n s  
Domes t i c  

... - 3 .O - 3.4 - 3.4 - 3.5 - 3.4 - 3.5 - 3.6 
2.3 3.2 3.1 3.2 3.0 3.1 2.9 ... - 

Fore ign  1.3 0.3 0 .3  0.3 0.4 0.3 0.1 ... 

Sources:  M i n i s t r y  o f  F inance ,  F i n a n c i a l  Repor t s  (Annual) ,  1974-80;  Estimates of Revenue 
nd Expend i tu re ,  1 9 8 1 ;  and d a t a  provided  by t h e  Zambian a u t h o r i t i e s .  

- 1 /  I n c l u d i n g  S ink ing  Fund C o n t r i b u t i o n s .  
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as  c a p i t a l  e x p e n d i t u r e  and n e t  l e n d i n g  d e c l i n e d .  C u r r e n t  e x p e n d i t u r e s  
grew n e a r l y  33 p e r  c e n t ,  t o  K 721.3 m i l l i o n ,  and rose 9 p e r c e n t a g e  p o i n t s  
a s  a s h a r e  of  t o t a l  government e x p e n d i t u r e ,  a c c e l e r a t i n g  a long-term t r e n d  
away from c a p i t a l  o u t l a y s  i n  f a v o r  o f  r e c u r r e n t  e x p e n d i t u r e s  ( T a b l e  11). 
The r e d u c t i o n  i n  budgetary  s u b s i d i e s  achieved  i n  t h e  prev ious  year  was 
s h o r t - l i v e d ,  and s u b s i d y  o u t l a y s  more than  doubled,  r i s i n g  t o  4 p e r  c e n t  
o f  GDP (Appendix Table I X ) .  However, t h e s e  movements were l a r g e l y  due t o  
t h e  Government's payment o f  i t s  s t a t u t o r y  o b l i g a t i o n  t o  re imburse NAMBOARD 
f o r  i t s  o p e r a t i n g  l o s s e s  which had accumulated s i n c e  1977; s u b s i d i e s  ex- 
c l u d i n g  t h o s e  t o  meet NAMBOARD's o p e r a t i n g  l o s s e s  d e c l i n e d  from K 4 2  m i l l i o n  
i n  1978 t o  K 31 m i l l i o n .  A f t e r  f o u r  y e a r s  o f  c o n s t r a i n t ,  " o t h e r "  c o n s t i t u -  
t i o n a l  and s t a t u t o r y  e x p e n d i t u r e s ,  which mainly comprise  d e f e n s e  spending ,  
r o s e  more t h a n  two f i f t h s ,  r e f l e c t i n g  r e g i o n a l  p o l i t i c a l  u n c e r t a i n t i e s  
p r e v a i l i n g  a t  t h a t  time. Personal  emoluments and Recurren t  Departmental  
Charges (RDCs) r o s e  by 10 and 29 p e r  c e n t ,  r e s p e c t i v e l y ,  a s  t h e  Turner  
R e p o r t ' s  recommendation t o  reduce i n e q u a l i t i e s  i n  t h e  government s a l a r y  
s t r u c t u r e  through a f i x e d  a b s o l u t e  wage i n c r e a s e  f o r  most employees was 
implemented. Government wage payments a r e  recorded  under both  h e a d i n g s ,  
w i t h  r e l a t i v e l y  u n s k i l l e d  workers  r e c e i v i n g  t h e i r  wages under t h e  RDC 
c l a s s i f i c a t i o n ;  t h e  g r e a t e r  rate o f  i n c r e a s e  f o r  RDCs r e f l e c t s  t h e  r e l a t i v e  
importance of  f i x e d  wage i n c r e a s e  i n  t h e i r  s a l a r y  s t r u c t u r e  and some i n c r e a s e  
i n  government t r a n s p o r t a t i o n  c o s t s .  The s h a r e  of  RDCs o t h e r  than  t h o s e  f o r  
wages and t r a n s p o r t a t i o n  c o n t i n u e d  t o  d e c l i n e ,  f u r t h e r  e x a c e r b a t i n g  e x i s t i n g  
problems of  f u l l y  u t i l i z i n g  e x i s t i n g  c a p i t a l  s t o c k  and employee s e r v i c e s .  
Although c a p i t a l  e x p e n d i t u r e  d e c r e a s e d ,  t h e  a l l o c a t i o n  was s h i f t e d  t o  
emphasize o u t l a y s  s u p p o r t i n g  p r o j e c t s  t o  d e v e l o p  t h e  economic b a s e ,  p a r t i c -  
u l a r l y  a g r i c u l t u r e ,  t r a n s p o r t ,  and commerce and i n d u s t r y  (Appendix Table X ) .  

Expendi tures  r o s e  a f u r t h e r  3 9  p e r  c e n t  i n  1980, t o  K 1 , 2 8 3  m i l l i o n ,  
a s  t r e n d s  i n i t i a t e d  i n  t h e  p r e v i o u s  y e a r  became more pronounced. Current  
e x p e n d i t u r e s  r o s e  35 pe r  c e n t ,  t o  K 1 ,039  m i l l i o n ,  a s  s u b s i d i e s  doubled,  
r i s i n g  t o  17  p e r  c e n t  of  t o t a l  government o u t l a y s  and 7 p e r  c e n t  of GDP. 
This i n c r e a s e  was p r i m a r i l y  due t o  lowered f e r t i l i z e r  p r i c e s  and the  poor 
1979 h a r v e s t ,  which n e c e s s i t a t e d  t h e  i m p o r t a t i o n  of  r e l a t i v e l y  expens ive  
maize t o  be s o l d  a t  f i x e d  p r i c e s  t o  t h e  m i l l i n g  companies,  but some t r a d i -  
t i o n a l  c r o p s  such  a s  tobacco r e q u i r e d  h i g h e r  e x p o r t  s u b s i d i e s .  Personal  
emoluments r o s e  by 30 p e r  c e n t  th rough t h e  c r e a t i o n  o f  new p o s i t i o n s  and 
t h e  g r a n t i n g  o f  t h e  f i r s t  g e n e r a l  wage i n c r e a s e  i n  t h r e e  y e a r s ,  averaging  
22 p e r  c e n t ,  e f f e c t i v e  August 1. The s a l a r y  i n c r e a s e s  r e l a t i n g  t o  semi- 
s k i l l e d  employees absorbed  most o f  t h e  20 pe r  c e n t  i n c r e a s e  i n  R D C s ,  adding  
t o  o p e r a t i o n a l  d i f f i c u l t i e s  caused by s h o r t a g e s  o f  d e p a r t m e n t a l  i n p u t s .  
C o n s t i t u t i o n a l  and s t a t u t o r y  e x p e n d i t u r e s  r o s e  by one f o u r t h ,  a s  o u t l a y s  
a s s o c i a t e d  mainly w i t h  d e f e n s e  procurement r o s e  by a s i m i l a r  amount and 
e x t e r n a l  i n t e r e s t  c h a r g e s  r o s e  by 4 3  p e r  c e n t .  The t r e n d  i n  f a v o r  of  
c u r r e n t  e x p e n d i t u r e  was r e v e r s e d  i n  1980, a s  c a p i t a l  o u t l a y s  doubled t o  
K 187 m i l l i o n  and t h e i r  s h a r e  o f  t o t a l  e x p e n d i t u r e  r o s e  c o r r e s p o n d i n g l y  t o  
15 p e r  c e n t .  However, t h i s  r i s e  was l a r g e l y  due t o  t h e  i n c l u s i o n  of  K 66 
m i l l i o n  i n  c a p i t a l  o u t l a y s  r e l a t e d  t o  t h e  f i n a n c i n g  o f  t h e  Nitrogen Chemicals 
of Zambia (NCZ) f e r t i l i z e r  p l a n t  e x p a n s i o n ,  which had l i t t l e  f i n a n c i a l  
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Tab le  11. Zambia: Economic C l a s s i f i c a t i o n  o f  C e n t r a l  Government C u r r e n t  
E x p e n d i t u r e s ,  1974-81 

( I n  m i l l i o n s  of kwacha) 

198 1 
1977 1978 1979 1980 Budget 1974 1975 1976 

P e r s o n a l  emoluments 

R e c u r r e n t  d e p a r t m e n t a l  
c h a r g e s  

S u b s i d i e s  

C o n s t i t u t i o n a l  and 
s t a t u t o r y  
I n t e r e s t  

I n t e r n a l  
E x t e r n a l  

Other  2 /  - 

Other  payments 

T o t a l  c u r r e n t  
e x p e n d i t u r e  

Memorandum items: 
C u r r e n t  e x p e n d i t u r e /  

GDP 
C u r r e n t  expend i t u r  e/  

T o t a l  e x p e n d i t u r e  

100.8 120.5 142.9 148.9 154.3 170.2 221.6 - 1 /  238.7 

96.5 112.3 126.1 129.7 124.3 160.7 193.5 197.7 

47.4 82.8 59 .8  66.2 42.1 105.3 213.7 124.7 

132.2 210.1 187.3 197.6 208.4 270.1 337.0 236.2 
(39.2) (42.3) (60.6) (71.8)  (90.1) (103.3) (122.1)  (129.8) 
[ 1 9 * 9 ]  [24.4]  t37.11 [49.7]  [56 .4]  [59 .5]  [59 .5]  [75.O] 
[19 .3]  [17.9]  [23.5] [22.1] [33.7]  [ 4 3 * 8 ]  [ 6 2 - 6 ]  [ 5 4 - 8 ]  - 3/ 
(93.0)  (167.8)  (126.7) (125.8)  (118.3) (166.8)  (214.9) (106.4) 

25.3 36.5 48.1 53.9 51.2 65.0 73.7 83.3 

402.2 562.2 564.2 596.3 580.3 771.3 1,039.5 880.6 

( I n  p e r  c e n t )  

21.6 33.8 29.2 29.5 26.4 29.4 34.2 24.2 

71.4 68.5 76.8 77.1 74.5 83.6 81.0 81.1 

Sources :  M i n i s t r y  of F i n a n c e ,  F i n a n c i a l  R e p o r t s  (Annua l ) ,  1974-80; Estimates of Revenue 
and ExDend i tu re .  1981: and da t a  Drovided bv t h e  Zambian a u t h o r i t i e s .  

1/ 

- 2 /  P r i m a r i l y  d e f e n s e .  
3 1  

Zambia . 

I n c l u d e s  K 17 m i l l i o n  i n  s a l a r y  i n c r e a s e s  which were due  i n  1980 b u t  n o t  p a i d  u n t i l  
J a n u a r y  1981. 

E x c l u d e s  c h a r g e s  on  Fund p u r c h a s e s ,  which  have  been  assumed by t h e  Bank of 
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impac t  i n  1980. N e t  l e n d i n g  was e s s e n t i a l l y  unchanged b u t  compr ised  two 
e x c e p t i o n a l  items: NAMBOARD r e p a i d  K 71 m i l l i o n  i n  d e b t  d e r i v i n g  from p a s t  
government  t r a n s f e r s  of commodity g r a n t s ,  and l e n d i n g  expanded by K 95 
m i l l i o n  as  a r e s u l t  o f  t h e  t r a n s a c t i o n  i n v o l v i n g  t h e  NCZ p l a n t .  

3. Revenues 

T o t a l  r e v e n u e s  r o s e  by 8 p e r  c e n t  i n  1979,  t o  K 621 m i l l i o n ,  a s  t a x  
r e v e n u e s  i n c r e a s e d  d e s p i t e  t h e  g r a n t i n g  o f  t a x  r e d u c t i o n s  t o  p r o v i d e  r e l i e f  
from i n f l a t i o n  and t o  s t i m u l a t e  p r o d u c t i o n  ( T a b l e  1 2 ) .  The Zambian Govern- 
ment h a s  been  o b l i g e d  t o  s e r v e  c o n t r a d i c t o r y  o b j e c t i v e s  t h r o u g h  i t s  t a x  
p o l i c y  as i t  b a l a n c e s  e f f o r t s  t o  d i v e r s i f y  t h e  economy w i t h  r e v e n u e  r e q u i r e -  
ments.  Income t a x e s  r o s e  o n l y  3 p e r  c e n t ,  a s  t h e  company income t a x  w a s  
reduced  2 p e r c e n t a g e  p o i n t s  t o  4 8  p e r  c e n t ;  a n  employment t a x  c r e d i t  sys t em 
was i n t r o d u c e d  t o  i n c r e a s e  employment o p p o r t u n i t i e s ,  and t h e  rates o f  t h e  
h i g h l y  p r o g r e s s i v e  p e r s o n a l  income t a x  were a d j u s t e d  downward. Taxes on 
d o m e s t i c  goods  and s e r v i c e s  i n c r e a s e d  1 3  p e r  c e n t ,  p r i m a r i l y  due  t o  g r e a t e r  
u se  of  p e t r o l e u m  p r o d u c t s  and d e s p i t e  n e g l i g i b l e  g rowth  i n  t h e  i m p o r t a n t  
sumptua ry  t a x  on b e e r ,  which was r a i s e d  K 0 . 0 5 / b o t t l e .  The r a t i o  o f  t a x e s  
on d o m e s t i c  goods  and s e r v i c e s  t o  p r i v a t e  consumpt ion  e x p e n d i t u r e  d e c r e a s e d ,  
however ,  r e f l e c t i n g  t h e  l i m i t e d  s c o p e  o f  t h e s e  t a x e s  and o v e r a l l  g rowth  i n  
consumpt ion  e x p e n d i t u r e .  Taxes  on  i n t e r n a t i o n a l  t r a d e  were s h a r p l y  h i g h e r ,  
r i s i n g  3 5  p e r  c e n t ,  p r i m a r i l y  as  a r e s u l t  o f  i m p o r t  g rowth .  

Tax r e c e i p t s  were e x c e p t i o n a l l y  buoyan t  i n  1980,  r i s i n g  32 p e r  c e n t  
t o  K 685 m i l l i o n ,  on t h e  s t r e n g t h  o f  t h e  f i r s t  s u b s t a n t i a l  min ing  r e v e n u e s  
i n  f i v e  y e a r s  and t h e  n a t u r a l  e l a s t i c i t y  o f  t h e  tax sys tem.  Taxes  on 
i n t e r n a t i o n a l  t r a d e  c o n t i n u e d  t o  d e m o n s t r a t e  t h e  g r e a t e s t  r a te  o f  growth ,  
r i s i n g  4 3  p e r  c e n t  on  t h e  n e a r l y  50 p e r  c e n t  e x p a n s i o n  i n  t h e  i m p o r t a t i o n  
o f  goods. The normal e l a s t i c i t y  o f  t h e  income t a x  w a s  e v i d e n t  a s  t h e  ra te  
s t r u c t u r e  w a s  unchanged and r e c e i p t s  i n c r e a s e d  22 p e r  c e n t .  The i n c r e a s e  
i n  t a x e s  on d o m e s t i c  goods  and s e r v i c e s  w a s  b r o a d l y  d i s t r i b u t e d  d e s p i t e  t h e  
f i n a n c i a l  d i f f i c u l t i e s  of t h e  b r e w e r i e s  which c a u s e d  mid-year  s u s p e n s i o n  
of t h e  K 0 . 0 2 / b o t t l e  t a x  i n c r e a s e  on  c l e a r  b e e r  announced i n  t h e  budget .  
Tobacco t a x  i n c r e a s e s  o f  be tween 10 a n d  17 p e r  c e n t  and  K 0 . 0 2 / l i t e r  p r i c e  
i n c r e a s e s  f o r  g a s o l i n e  s t i m u l a t e d  excise t a x  r e c e i p t s .  Nontax r e v e n u e s  
were o n l y  s l i g h t l y  improved ,  a s  c a p i t a l  g r a n t s  d e c r e a s e d  d e s p i t e  a s i z a b l e  
i n c r e a s e  i n  SIDA f u n d i n g  f o r  a number of  p r o j e c t s .  

4 .  The 1981 budge t  

The 1981 budge t  w a s  p r e p a r e d  i n  t h e  c o n t e x t  o f  two s u c c e s s i v e  y e a r s  
of poor economic pe r fo rmance ,  d u r i n g  which b u d g e t a r y  d i s c i p l i n e ,  p a r t i c u l a r l y  
i n  r e g a r d  t o  t h e  p r o v i s i o n  of p u b l i c  s u b s i d i e s ,  s t e a d i l y  d e t e r i o r a t e d .  The 
b u d g e t a r y  measu res  f o r  1981 aim t o  r e s t r i c t  t h e  g rowth  i n  a g g r e g a t e  demand 
and hence  r e d u c e  d o m e s t i c  a b s o r p t i o n .  T h i s  i s  t o  be a c h i e v e d  by r e s t r a i n i n g  
c u r r e n t  e x p e n d i t u r e s  and i n c r e a s i n g  p u b l i c  r e v e n u e s ,  r a i s i n g  t h e  e f f i c i e n c y  
of  p a r a s t a t a l  o p e r a t i o n s ,  and p r o m u l g a t i n g  sound economic p r i c i n g  t h r o u g h o u t  
t h e  economy so t h a t  t h e  l e v e l  o f  d o m e s t i c  bank  f i n a n c i n g  needed  t o  s u p p o r t  
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Tab le  12. Zambia: Cen t ra l  Government Revenue, 1974-81 

( I n  m i l l i o n s  of kwacha) 

198 1 
1974 1975 1976 1977 1978 1979 1980 Budget 

Mining revenues 
Mineral  t a x  
Company income t a x  
Withholding t a x  
Dividends 

Taxes on incomes 
Company income t a x  
Pe r sona l  income t a x  
Other 

Taxes on domest ic  goods and 
s e r v i c e s  
Tobacco 
Beer 
Liquor  
S o f t  d r i n k s  
Pet  r o l  em product  s 
Other  L/ 

Of which: domest ic  sales 
t a x  

Taxes on i n t e r n a t i o n a l  t r a d e  
Import d u t i e s  
S a l e s  tax on imports 

T o t a l  t a x  revenue 

Nontax revenues 

inves tmen t s  
I n t e r e s t  on l o a n s  and 

Court and o f f i c e  f e e s  
Other  

Grant6 

To ta l  nontax r evenues  

T o t a l  revenue 

Memorandum i tems:  
Domestic i n d i r e c t  t a x e s /  

P r i v a t e  consumption 

Taxes on i n t e r n a t i o n a l  
t r a d e / I m p o r t a  of goods 

T o t a l  revenue/GDP 
Nonmining revenue/Nomining 

e x p e n d i t u r e  

GDP ( exc lud ing  s u b s i s t e n c e  
a g  r i c  u l  t u r  e) 

339.2 59.3 11.6 0.1 
203.2 -9.3 1.9 - - - -  

60.5 61.0 9.7 0.1 
24.5 ( -- - 
51.0 ( 7 * 6  - I 

110.5 142.6 159.1 198.6 ---- 
46.2 64.7 61.9 72.0 
61.3 64.8 74.0 88.9 

3.0 13.1 23.2 37.7 

86.0 125.2 151.6 179.5 ---- 
12.2 17.9 15.9 18.7 
39.8 57.9 67.5 71.4 

0.9 1.0 2.3 1.2 
3.4 4.6 6.2 7.1 

16.4 24.1 35.3 47.8 
13.3 19.7 24.4 33.3 

(10.0) (14.3) (17.7) (25.6) 

60.9 63.2 60.5 61.5 - - - -  
37.8 36-8 29.0 29.6 
23.1 26.4 31.5 31.9 

- 0.1 -9.8 41.7 2.0 
I -0.8 1.0 

0.1 -9.0 41.7 1.0 - - - 

217.7 223.3 271.3 318.2 ---- 
82.9 86.9 113.1 134.1 
96.7 98.4 119.5 128.8 
38.1 38.0 38.7 55.3 

208.8 236.6 273.4 323.0 
22.2 23.7 27.7 31.8 

1.3 1.2 4.4 1.8 

---- 
88.5 90.5 104.2 126.9 

10.8 10.7 14.5 16.4 
54.3 75.3 82.1 89.2 
31.7 35.2 21 40.5 56.9 

(31.7) (34.2) (40.5) (46.9) 

50.7 68.4 98.1 115.4 
27.2 34.9 49.1 52.0  
- - - -  
23.5 33.5 49.0 63.4 

596.6 

54.2 - 
20.3 
17.7 
16.2 
0.2 

54.4 

651.0 

- 

390.4 

58.9 

19.9 
19.3 
19.7 
13.0 

71.9 

462.3 

- 

- 

382.8 439.7 477.3 

72.8 38.4 80.3 - - -  
18.1 14.1 12.6 
24.2 22.6 24.9 
30.5 1.7 42.8 

5.2 32.6 18.7 - - -  
78.0 71.0 99.0 

460.8 510.7 576.3 

( I n  p e r  c e n t )  

518. 5 

74.3 

13.0 
31.7 
29.6 
27.8 

102.1 

620.6 

- 

- 

684.5 

83.2 

15.5 
41.5 
26.2 
23.7 

- 

- 
106.9 

791.4 

758.6 

66.2 

16.0 
37.7 
12.5 
41.9 

108.1 

866.7 

- 

- 

13.0 15.3 20.5 22.5 21.5 18.5 16.9 ... 
12.0 10.6 12.9 11.6 10.3 11.4 11.1 ... 
34.8 29.4 24.0 25.4 26.2 23.7 26.1 23.8 

27.7 '33.2 32.0 32.7 33.1 28.7 29.9 ... 

Sources:  M i n i s t r y  of Finance,  F i n a n c i a l  Repor t s  (Annual) ,  1974-80; Estimates of Revenue 
and Expend i tu re ,  1981; and d a t a  p rov ided  by t h e  Zambian a u t h o r i t i e s .  

- 11 
- 2 1  - 31 Import s u r t a x  u n t i l  A p r i l  1, 1975. 

Except f o r  domes t i c  sales t a x  r evenues ,  p r i m a r i l y  e x c i s e  d u t i e s  on suga r .  
Excludes K 9.0 m i l l i o n  i n  u n a l l o c a t e d  tax arrears. 
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t h e  budget  can  be reduced. Within t h i s  o v e r a l l  o b j e c t i v e ,  indigenous 
i n d u s t r i e s  a l s o  r ece ived  some p roduc t ion  i n c e n t i v e s  in t ended  t o  s t i m u l a t e  
domest ic  ou tput .  As a r e s u l t  o f  t h e s e  f a c t o r s  t h e  o v e r a l l  d e f i c i t  w a s  
budgeted t o  d e c l i n e  by more than  h a l f ,  t o  K 219 m i l l i o n ,  o r  6 p e r  c e n t  of 
e s t i m a t e d  GDP, wh i l e  bank f i n a n c i n g  was t o  be reduced by n e a r l y  h a l f ,  t o  
K 128 m i l l i o n ,  o r  4 p e r  c e n t  of  e s t i m a t e d  GDP. 

a .  Revenues 

Revenues are budgeted t o  i n c r e a s e  by n e a r l y  10 p e r  c e n t  i n  1981, r i s i n g  
t o  K 867 m i l l i o n ,  w i t h  nonmineral  t a x e s  i n c r e a s i n g  by n e a r l y  18 p e r  c e n t  t o  
K 757 m i l l i o n .  
l i v e d ,  and mining companies have accumulated e x t e n s i v e  d e p r e c i a t i o n  allowances 
t o  be c a r r i e d  forward,  making resumption o f  s i g n i f i c a n t  revenues  from t h i s  
h i s t o r i c a l l y  impor t an t  sou rce  u n l i k e l y  i n  t h e  n e a r  term. Confronted wi th  
t h e  loss of  t h e s e  revenues ,  t h e  budget con t inued  r e c e n t  p o l i c y  i n i t i a t i v e s  
t o  d i v e r s i f y  t h e  t a x  system. Many of  t h e s e  measures  s imply  i n c r e a s e  e x i s t i n g  
s p e c i f i c  excise taxes t o  p r o t e c t  t h e i r  real revenue c a p a c i t y  a g a i n s t  t h e  
e f f e c t s  of  i n f l a t i o n :  c i g a r e t t e  t a x e s  were r a i s e d  from K 0.02 t o  K 0.05 per  
pack depending on q u a l i t y  ( p r o v i d i n g  e s t i m a t e d  revenue o f  K 2.4 m i l l i o n ) ,  and 
pe t ro leum t a x e s  f rom K 0.008 t o  K 0.03 p e r  l i t e r  depending on g rade  (K 7.0 
m i l l i o n ) .  Diesel f u e l  c o n t i n u e s  t o  be taxed  a t  a lower r a t e  t o  e q u a l i z e  
t r a n s p o r t  c o s t s  i n  r e g i o n s  not  s e rved  by ra i l .  I n  a d d i t i o n ,  s e v e r a l  t axes  
former ly  suspended due t o  l i q u i d i t y  problems i n  t h e  p roduc t ion  companies 
have been reimposed,  i n c l u d i n g  t h e  K 0 . 0 2 / b o t t l e  d u t y  i n c r e a s e  on clear 
beer  (K 2.6 m i l l i o n )  and t h e  K 0.06/kg l e v y  on suga r  ( K  5.0 m i l l i o n ) .  Other  
impor tan t  revenue measures  i n c l u d e  domest ic  s a l e s  tax i n c r e a s e s  ranging 
between 2 1 / 2  and 5 p e r c e n t a g e  p o i n t s  on numerous items (K 3.0 m i l l i o n ) ,  
a rise i n  t h e  sales t a x  on impor t s  from 10 t o  12 1 / 2  p e r  c e n t  (K  10.0 m i l -  
l i o n ) ,  and r e i n s t a t e m e n t  o f  t h e  company income t a x  a t  50 p e r  c e n t  ( K  5.5 
m i l l i o n ) .  Most o f  t h e  tax i n c e n t i v e s  t o  s t i m u l a t e  domest ic  product ion  w i l l  
dec rease  r evenues ,  bu t  t h e  p r o v i s i o n  p r o h i b i t i n g  companies from deduc t ing  
t h e i r  S e l e c t i v e  Employment Tax l i a b i l i t i e s  f o r  income t a x  purposes  w i l l  
p rovide  an a d d i t i o n a l  e s t i m a t e d  K 9.0 m i l l i o n .  The t a x  of 20 p e r  c e n t  i s  
on e x p a t r i a t e  worker s a l a r i e s  and i s  in t ended  t o  promote domest ic  employment. 

The resumption of mine ra l  t a x  revenues  i n  1980 was sho r t -  

The cumula t ive  impact  o f  t h e s e  d i s c r e t i o n a r y  tax i n c r e a s e s  i s  e s t ima ted  
a t  K 50 m i l l i o n ,  which w i l l  be somewhat o f f s e t  by t a x  dec reases .  Tax incen- 
t i v e s  t o  b e n e f i t  a g r i c u l t u r e  e s t a b l i s h  a maximum t a x  r a t e  of  25 p e r  c e n t  
on farm income, accelerate d e p r e c i a t i o n  on farm equipment ( t o  two y e a r s ) ,  
and provide  s p e c i a l  import  d u t y  exemptions on f e r t i l i z e r  and o t h e r  items. 
Moreover, i n d u s t r i e s  f o r  which p roduc t ion  i s  deemed t o  have " p r i o r i t y "  i n  
t h e  n a t i o n a l  i n t e r e s t  w i l l  be exempt from t h e  company income tax f o r  a t  
least  f i v e  y e a r s ,  as w i l l  any d i v i d e n d s  t h e y  d i s t r i b u t e ,  and t h e  a l lowable  
recovery of  c a p i t a l  e x p e n d i t u r e s  n o t  u t i l i z e d  d u r i n g  t h e  pe r iod  of t a x  
exemption can  be postponed u n t i l  t h e  end o f  t h e  t a x  hol iday .  The most 
s i g n i f i c a n t  t a x  r e d u c t i o n s ,  however, were accorded  t o  t h e  pe r sona l  income 
tax,  as pens ion  incomes were exempted from t a x  and t h e  income t a x  s t r u c t u r e  
was r e v i s e d ,  w i t h  s t a n d a r d  a l lowances  i n c r e a s e d  and tax b r a c k e t s  widened t o  
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t o  o f f s e t  t h e  e f f e c t s  of  i n f l a t i o n .  These changes had t h e  e f f e c t  o f  reducing  
t a x  l i a b i l i t i e s  by a s  much a s  25 p e r  c e n t  f o r  i n d i v i d u a l s  w i th  incomes 
between K 9,000 and K 13,000, a l though  i n c l u s i o n  of  a new 80 pe r  c e n t  t ax  
r a t e  w i l l  impose h ighe r  t a x  l i a b i l i t i e s  f o r  some i n d i v i d u a l s  w i th  h igh  
incomes. 

Nontax revenues a r e  p r o j e c t e d  t o  remain n e a r l y  c o n s t a n t  i n  1981, a s  
t h e  K 18 m i l l i o n  i n c r e a s e  i n  c a p i t a l  g r a n t s ,  l a r g e l y  due t o  inc reased  SIDA 
and EC funding of va r ious  p r o j e c t s ,  w i l l  be roughly  o f f s e t  by t h e  absence 
of any t r a n s f e r s  from t h e  Bank of Zambia a s  a r e s u l t  o f  i t s  assumption of 
cha rges  on previous  Fund purchases  from t h e  Government. R e f l e c t i n g  
t h e s e  f a c t o r s ,  t h e  r a t i o  of  t ax  r e c e i p t s  t o  t o t a l  revenues w i l l  i n c r e a s e  
from 81 per  c e n t  i n  1980 t o  an e s t ima ted  87 p e r  c e n t  i n  1981. ( A  summary 
of Zambia's t a x  system a s  of August 1981 i s  shown i n  Appendix 111). 

b. Expendi tures  

The 1981 budget i n c o r p o r a t e s  a number of  p o l i c y  i n i t i a t i v e s  t o  con- 
s t r a i n  p u b l i c  expend i tu re ,  and o v e r a l l  expend i tu re  i s  p r o j e c t e d  t o  d e c l i n e  
by n e a r l y  15 p e r  c e n t ,  t o  K 1,087 m i l l i o n .  These economies a r e  t o  be 
achieved  p r i m a r i l y  through r e d u c t i o n s  i n  c u r r e n t  expend i tu re ,  which w i l l  
remain about fou r  f i f t h s  of  t o t a l  o u t l a y s  a t  K 881 m i l l i o n .  Decreases  i n  
s u b s i d i e s ,  which a r e  t o  d e c l i n e  K 89 m i l l i o n ,  o r  41 p e r  c e n t ,  and i n  t h e  
"o the r "  component of  c o n s t i t u t i o n a l  and s t a t u t o r y ,  which w i l l  be reduced 
by K 104 m i l l i o n ,  o r  4 9  pe r  c e n t ,  comprise  t h e  most s i g n i f i c a n t  economies. 
The dec rease  i n  s u b s i d i e s  i s  p r i m a r i l y  due t o  t h e  e l i m i n a t i o n  of  expens ive  
maize impor ts  because o f  t h e  adequate  h a r v e s t  i n  1981,  which i s  t o  be 
augmented by t h e  adop t ion  o f  more a p p r o p r i a t e  p r i c i n g  p o l i c i e s  f o r  goods 
and s e r v i c e s  provided by t h e  pub l i c  s e c t o r .  I n  con junc t ion  wi th  budgetary 
measures ,  consumer p r i c e  i n c r e a s e s  f o r  maize were announced i n  January  
1981, and t h e  f e r t i l i z e r  subs idy  was decreased  by p r i c e  i n c r e a s e s  announced 
a t  mid-year. The d e c l i n e  i n  "o the r "  c o n s t i t u t i o n a l  and s t a t u t o r y  payments 
r e f l e c t s  t h e  e a s i n g  of p o l i t i c a l  t e n s i o n s  i n  t h i s  r e g i o n ,  reducing  procure- 
ment requi rements  f o r  m i l i t a r y  hardware and making p o s s i b l e  a sho r t en ing  
i n  t h e  term f o r  mandatory t enure  i n  t h e  Nat iona l  Se rv ice  from 18 months t o  6. 
R e s t r a i n t  i n  o t h e r  expend i tu re  c a t e g o r i e s  i s  r e f l e c t e d  i n  t h e i r  n e g a t i v e  
r e a l  r a t e s  of  growth. Personal  emoluments and r e c u r r e n t  depar tmenta l  charges  
a r e  budgeted t o  i n c r e a s e  by less  than  8 and 3 p e r  c e n t ,  r e s p e c t i v e l y ,  which 
may be c o n s e r v a t i v e ,  a s  t h e y  do not  appear  t o  r e f l e c t  t h e  f u l l  e f f e c t s  of  
t he  wage i n c r e a s e  averaging  2 2  p e r  c e n t  e f f e c t i v e  August 1, 1980, and the  
p rev ious  r e s t r a i n t  on RDC expendi ture .  To c o n t a i n  wage expend i tu re s ,  t h e  
Government w i l l  no t  c r e a t e  any a d d i t i o n a l  j o b s  except  f o r  r equ i r ed  t e c h n i c a l  
p o s i t i o n s .  The d e c l i n e  i n  e x t e r n a l  i n t e r e s t  payments r e f l e c t s  t h e  Bank of 
Zambia's assumption of  cha rges  on Fund purchases ,  which have h e r e t o f o r e  
been borne by t h e  Treasury.  The 13 pe r  c e n t  i n c r e a s e  i n  o t h e r  payments i s  
mainly due t o  an i n c r e a s e  i n  t h e  p r o v i s i o n  of  g r a n t s ,  p r i m a r i l y  f o r  g ran t s -  
in-aid t o  t h e  u n i v e r s i t y .  



- 30 - 

C a p i t a l  e x p e n d i t u r e s  and n e t  lending  l e v e l s  a r e  prepared i n  accordance 
w i t h  t h e  new three-year  investment  p l a n ,  which i n c o r p o r a t e s  i n c r e a s e d  
emphasis on  p r o j e c t s  wi th  quick  pay o f f  p e r i o d s ,  p a r t i c u l a r l y  those  focus ing  
on a g r i c u l t u r a l  development and t h e  r e h a b i l i t a t i o n  of  p a s t  investment  pro- 
j e c t s .  Although t h e  amount o f  e x p e n d i t u r e  h a s  been decreased  by 15  per 
cen t  i n  c o n j u n c t i o n  w i t h  budgetary  l i m i t a t i o n s ,  t h e  a b s o l u t e  and r e l a t i v e  
s h a r e s  of  c a p i t a l  e x p e n d i t u r e  f o r  p r o j e c t s  i n  t h e  economic s e c t o r s  .~ 

been i n c r e a s e d  over  r e c e n t  l e v e l s ,  from an average  o f  about  60 p e r  
1975-80 t o  63 pe r  c e n t  i n  t h e  1981 budget. Moreover, t h e  budgeted 
f o r  a g r i c u l t u r e  and i n d u s t r y  of  about  26 p e r  c e n t  and 11 pe r  c e n t ,  
t i v e l y ,  a r e  l a r g e  i n c r e a s e s  over  r e c e n t  p r a c t i c e .  I n  c o n t r a s t ,  t h e  
l e v e l s  f o r  t r a n s p o r t  and communications, which a r e  r e l a t i v e l y  w e l l  

have 
c e n t  i n  
s h a r e s  
respec-  
budge t ed  
devel  oped 

i n  Zambia, are s h a r p l y  d e c r e a s e d ,  whi le  t h e  budget s h a r e  €or s o c i a l  s e r v i c e s  
w i l l  d e c l i n e  s l i g h t l y ,  t o  about 10 p e r  c e n t  o f  a l l  o u t l a y s .  

The budgetary  d e f i c i t  of  K 219 m i l l i o n  was p r o j e c t e d  t o  be f inanced 
p r i m a r i l y  by bank borrowing, a l t h o u g h  o t h e r  domest ic  f i n a n c i n g  through t h e  
t r a d i t i o n a l  s o u r c e s  o f  t h e  Pension and Provident  Funds w i l l  a l s o  be important .  
Fore ign  borrowing, g e n e r a l l y  t i e d  t o  s p e c i f i c  development p r o j e c t s ,  would 
remain s u b s t a n t i a l  a t  o n l y  a s l i g h t l y  diminished l e v e l  from 1980 l e v e l s ,  
once t h e  n o n r e c u r r e n t  e f f e c t  caused by t h e  Government's assumption of t h e  
NCZ l oan  i s  d iscounted .  

c. Revised es t imates  

I n i t i a l  t a x  c o l l e c t i o n s  have exceeded o r i g i n a l  es t imates ,  p a r t i c u l a r l y  
f o r  income t a x  r e c e i p t s ,  and 1981 revenues  a r e ,  a s  o f  end-June, p r o j e c t e d  
t o  t o t a l  K 900 m i l l i o n ,  a f u r t h e r  i n c r e a s e  o f  4 per  c e n t .  Revised estimates 
p r o j e c t  some s l i p p a g e  i n  c u r r e n t  e x p e n d i t u r e s  t o  a l e v e l  of  K 949 m i l l i o n ,  
o r  8 p e r  c e n t  o v e r  o r i g i n a l  es t imates ,  p r i m a r i l y  i n  personal  emoluments 
and r e c u r r e n t  depar tmenta l  c h a r g e s  r e l a t i n g  t o  t h e  wage i n c r e a s e s  gran ted  
i n  t h e  second h a l f  of  1980, but  a l s o  i n c l u d i n g  t h e  Government's assumption 
o f  some l o c a l  government s a l a r y  o b l i g a t i o n s .  O r i g i n a l  c a p i t a l  expendi ture  
e s t i m a t e s  have been unchanged, d e s p i t e  some d i f f i c u l t i e s  i n  p r o j e c t  imple- 
menta t ion  which may prec lude  e x p e n d i t u r e  t a r g e t s  be ing  achieved.  However, 
any s h o r t f a l l  i n  p r o j e c t  implementat ion may be absorbed by payment of  
domest ic  arrears  r e l a t i n g  t o  road c o n s t r u c t i o n  undertaken i n  prev ious  
years .  As o f  June 1981 t h e  e s t i m a t e d  d e f i c i t  was r e v i s e d  t o  K 255 m i l l i o n ,  
of which K 150 m i l l i o n  i s  t o  be f i n a n c e d  by t h e  domest ic  banking system. 

5. Nonf inancia l  p u b l i c  e n t e r p r i s e s  

a. O r e a n i z a t i o n a l  s t r u c t u r e  

Nonfinancial  P u b l i c  E n t e r p r i s e s  (NPEs) have assumed a l e a d i n g  r o l e  
i n  t h e  Zambian development e f f o r t  and dominate t h e  i n d u s t r i a l  s e c t o r .  
NPEs now comprise  over  one t h i r d  of  t h e  t o t a l  work f o r c e ,  about  two f i f t h s  
o f  t o t a l  economic value-added and ,  th rough t h e  Government's m a j o r i t y  owner- 
s h i p  of  t h e  mining companies,  a r e  r e s p o n s i b l e  f o r  n e a r l y  a l l  of Zambia's 
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f o r e i g n  exchange ea rn ings .  Af t e r  t h e  r a p i d  growth of  t h e  p a r a s t a t a l  s e c t o r  
through a c q u i s i t i o n  immediately fo l lowing  independence,  i t s  r e l a t i v e  s i z e  
has  not  s i g n i f i c a n t l y  expanded i n  scope s i n c e  t h e  mining companies were 
inc luded  i n  1970. 

Of t h e  8 NPEs, t h e  most impor tan t  i s  Zambia I n d u s t r i a l  and Mining 
Corpora t ion ,  Ltd. ( Z I M C O ) ,  which comprises  114 companies and a s s o c i a t e  
companies regarded  a s  commercial i n  n a t u r e  (Appendix Table  X I ) .  Of t h e s e ,  
39 i n d u s t r i a l  f i r m s  a r e  o rgan ized  under INDECO. The p r i n c i p a l  f i e l d s  of 
commerce served  by t h e s e  companies (and t h e i r  number) a r e :  i n d u s t r i a l  
( 4 5 ) ,  mining (20)  , a g r i c u l t u r e  (11)  , energy  ( 6 ) ,  f i n a n c e  (10) , t r a n s p o r t  
(6 ) ,  h o t e l s  ( 2 ) ,  t r a d i n g  ( 9 )  and o t h e r s  ( 5 ) .  Many o f  t h e s e  a r e  wholly 
owned s u b s i d i a r i e s  of ZIMCO, bu t  t h e r e  a r e  s i g n i f i c a n t  e x c e p t i o n s ,  i n c l u d i n g  
those  of  t h e  two p r i n c i p a l  mining companies,  Nchanga Consol ida ted  Copper 
Mines, Ltd.  (NCCM), and Roan Consol ida ted  Mines, Ltd.  (RCM),  in which 
ZIMCO r e t a i n s  approx ima te ly  60 per c e n t  e q u i t y  p a r t i c i p a t i o n .  

The o t h e r  seven  NPEs, which a r e  wholly owned s t a t u t o r y  boa rds  more 
e x p l i c i t l y  cons ide red  a s  i n s t r u m e n t s  t o  e f f e c t  s o c i a l  p o l i c y ,  a r e  s i g n i f i -  
c a n t l y  l e s s  impor tan t  t han  ZIMCO i n  terms of  s a l e s  and r e s o u r c e  needs.  
H i s t o r i c a l l y ,  t h e  most impor tan t  of  t h e s e  e n t e r p r i s e s  i s  t h e  Na t iona l  
A g r i c u l t u r e  Market ing Board (NAMBOARD). I n  i t s  former r o l e  a s  country-wide 
maize d i s t r i b u t o r ,  NAMBOARD se rved  a s  o f f i c i a l  condu i t  f o r  t h e  s u b s t a n t i a l  
maize and f e r t i l i z e r  s u b s i d i e s  provided by t h e  Government. Under t h e  re- 
o r g a n i z a t i o n  e f f e c t e d  March 1, 1981, c o o p e r a t i v e s  w i l l  have a u t h o r i t y  ove r  
t h e  purchase  and s a l e  o f  maize w i t h i n  p rov inces  and t h e  p u b l i c  sale o f  
f e r t i l i z e r ,  r educ ing  NAMBOARD f u n c t i o n s  t o  those  of  t r a n s p o r t i n g  maize 
between s u r p l u s  and d e f i c i t  p rovinces  , maize i m p o r t a t i o n ,  and t h e  t r a n s p o r t  
of f e r t i l i z e r  t o  c e n t r a l  d i s t r i b u t i o n  po in t s .  Although t h e  i n t e n t  o f  t h i s  
r e o r g a n i z a t i o n  w a s  t o  improve t h e  e f f i c i e n c y  o f  t h e  i n t e r n a l  d i s t r i b u t i o n  
system i n  t h e  medium term, i t  w i l l  have the  immediate e f f e c t  o f  r educ ing  
t h e  s c a l e  of NAMBOARD o p e r a t i o n s  and t r a n s f e r r i n g  r e s p o n s i b i l i t y  f o r  t h e  
s u b s i d i e s  o u t s i d e  t h e  NPE s e c t o r .  

F ive  of t h e  o t h e r  NPEs a r e  a l s o  market ing boards ,  o f  which t h e  Tobacco 
Board of Zambia (TBZ) i s  t y p i c a l .  The TBZ buys tobacco  a t  a t a r g e t  p r i c e  
determined a s  c o s t  p lus  p r o f i t  from producers  f o r  r e s a l e  a t  world market 
p r i c e s .  The i n t e n t  o f  t h i s  procedure  was t o  s t i m u l a t e  tobacco  product ion  
wh i l e  t a k i n g  advantage  o f  d i s t r i b u t i o n a l  and marke t ing  economies o f  s c a l e  
through c e n t r a l i z a t i o n  t o  e a r n  a s u r p l u s  f o r  t h e  marke t ing  agency,  b u t  i n  
p r a c t i c e  f o r e i g n  s a l e s  have n o t  covered domest ic  c o s t s ,  and t h e  TBZ h a s  
r e q u i r e d  s u b s t a n t i a l  s u b s i d i e s .  The o t h e r  market ing boa rds  a r e :  t h e  Cold 
S to rage  Board (CSB), which p r i m a r i l y  pu rchases  meat from s u p p l i e r s  f o r  
r e s a l e  t o  domest ic  w h o l e s a l e r s ;  t h e  Dairy Produce Board (DPB), which buys,  
p r o c e s s e s ,  and se l l s  f r e s h  mi lk  and mi lk  p roduc t s ;  and LINTCO and ZAMHORT, 
which, r e s p e c t i v e l y ,  pu rchase  c o t t o n  and f r u i t  f o r  resale. The seventh  
NPE, t h e  Nat iona l  Housing A u t h o r i t y ,  i s  r e s p o n s i b l e  f o r  t h e  p r o v i s i o n  o f  
s u b s i d i z e d  housing and o p e r a t e s  i n  coope ra t ion  wi th  l o c a l  government a u t h o r  
i t i e s .  
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ZIMCO i s  organized  under t h e  t e c h n i c a l  a u s p i c e s  of  t h e  Min i s t ry  of 
Commerce and I n d u s t r y ,  bu t  i t s  s u b s i d i a r y  companies are o rgan ized  under 
m i n i s t r i e s  which a r e  more d i r e c t l y  r e l a t e d  t o  t h e i r  ope ra t ions .  The mining 
companies, f o r  example, a r e  under t h e  a u t h o r i t y  of  t h e  M i n i s t r y  of  Mines. 
The Finance Min i s t ry  has  one member on t h e  boa rds  of many NPEs, bu t  i n  
p r a c t i c e  exercises l i t t l e  a u t h o r i t y  ove r  company decision-making. The 
marke t ing  boa rds  are under t h e  a u s p i c e s  o f  t h e  Min i s t ry  of Agr i cu l tu re  and 
Water Development, w h i l e  t h e  Housing A u t h o r i t y  i s  o rgan ized  under t h e  
M i n i s t r y  of  Local Government and Housing. 

b. Economic performance 

The d i v e r s i t y  of  t h e  NPEs makes i t  d i f f i c u l t  t o  a s s e s s  t h e i r  per for -  
mance, d e s p i t e  g e n e r a l l y  comprehensive f i n a n c i a l  r e p o r t i n g  prepared on a 
t ime ly  b a s i s .  The f i v e  marke t ing  boa rds  f r e q u e n t l y  r e q u i r e  s u b s i d i e s  t o  
meet o p e r a t i n g  expenses ,  bu t  t h e s e  d e f i c i t s  appea r  t o  r e s u l t  p r i m a r i l y  
from i n t e n t i o n a l  s o c i a l  p o l i c i e s .  The r a p i d  i n c r e a s e  i n  NAMBOARD's d e f i c i t  
from 1978 t o  1980, f o r  example,  was l a r g e l y  due t o  t h e  requirement  t h a t  
NAMBOARD s e l l  maize t o  t h e  millers a t  p r i c e s  below procurement l e v e l s .  In 
1980 t h e  d i f f e r e n t i a l  between producer  and s e l l i n g  p r i c e s  f o r  t h e  4 . 2  m i l -  
l i o n  bags of  d o m e s t i c a l l y  procured  maize was K 1 .50/bag,  o r  n e a r l y  15  p e r  
c e n t  of  t h e  K 10.20/bag s e l l i n g  p r i c e ,  wh i l e  t h e  p r i c e  d i f f e r e n t i a l  on t h e  
1.7 m i l l i o n  bags  of  imported maize n e c e s s i t a t e d  by t h e  poor  domest ic  h a r v e s t  
approached 100 p e r  cen t .  Handling and d i s t r i b u t i o n  c h a r g e s  e n t i r e l y  borne 
by NAMBOARD c o n s t i t u t e d  an a d d i t i o n a l  s u b s i d y  e s t i m a t e d  a t  K 5.50/bag on 
domest ic  maize,  w i th  c o s t s  s u b s t a n t i a l l y  h i g h e r  on imports .  F e r t i l i z e r  
s a l e s  a l s o  c o n s t i t u t e d  an impor t an t  s u b s i d y ,  w i t h  t h e  p r i c e  d i f f e r e n t i a l  
and hand l ing  c o s t s  on t h e  270,000 t o n s  procured r e q u i r i n g  an e s t ima ted  
K 350/ ton.  Most of  t h e  d e f i c i t s  i n  t h e  o t h e r  marke t ing  boards  appear  t o  
r e s u l t  from s i m i l a r  p r e s c r i b e d  r e l a t i o n s h i p s  between pu rchas ing  and s e l l i n g  
pr ices  which f a i l  t o  permi t  s u f f i c i e n t  o p e r a t i n g  margins ,  w h i l e  t h e  Nat iona l  
Housing A u t h o r i t y  i s  a u t h o r i z e d  t o  s u b s i d i z e  t h e  c o n s t r u c t i o n  of  s u i t a b l e  
housing. 

Economic a p p r a i s a l  o f  t h e  c o r p o r a t i o n s  o rgan ized  under ZIMCO i s  s impl i -  
f i e d  by t h e  o f f i c i a l  d e t e r m i n a t i o n  t h a t  t h e s e  f i r m s  o p e r a t e  p r o f i t a b l y  and 
i n  accordance  wi th  commercial p r i n c i p l e s .  In  t h i s  r e s p e c t ,  f i r m s  normal ly  
purchase  i n p u t s  c o m p e t i t i v e l y ,  and t h e i r  o u t p u t  f r e q u e n t l y  competes i n  t h e  
market w i th  goods s u p p l i e d  from o t h e r  s o u r c e s ,  o f t e n  imported i t e m s .  In  
a d d i t i o n ,  p r i v a t e  s t o c k h o l d e r s  i n  t h o s e  c o r p o r a t i o n s  which are  no t  e n t i r e l y  
government-owned u rge  f a v o r a b l e  rates of  r e t u r n  on t h e i r  inves tment ,  

By a p p l i c a t i o n  o f  s t r i c t  economic c r i t e r i a ,  Z I M C O ' s  performance has 
no t  been s a t i s f a c t o r y .  Near ly  a l l  (85 p e r  c e n t )  of Z I M C O ' s  improved 
f i n a n c i a l  performance i n  t h e  yea r  ending  March 3 1 ,  1980, a yea r  i n  which 
revenues i n c r e a s e d  3 4  p e r  c e n t  t o  K 2 , 4 0 0  m i l l i o n  and a f t e r - t a x  p r o f i t s  
quadrupled t o  K 190 m i l l i o n ,  w a s  due t o  f a v o r a b l e  developments i n  t h e  
mining s e c t o r .  With a d e c l i n e  i n  mining r e c e i p t s  i n  t h e  n e x t  y e a r ,  a f t e r -  
t a x  p r o f i t s  f e l l  t o  K 78 m i l l i o n ,  o r  less t h a n  2 p e r  c e n t  of t o t a l  a s s e t s  
(Appendix Table  XI I ) .  The Government 's  r e t u r n  on i t s  e q u i t y  p a r t i c i p a t i o n  
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i n  f i s c a l  y e a r  1981 w a s  s l i g h t l y  less  than  2 per  c e n t ,  K 16 m i l l i o n  on 
t o t a l  inves tment  o f  K 665 m i l l i o n ,  l i t t l e  o f  which was t r a n s f e r r e d  t o  t h e  
budget.  Moreover, t h e s e  f i g u r e s  provide  an o p t i m i s t i c  view of  a c t u a l  
co rpora t e  r e t u r n s ,  a s  t h e y  subsume government l o a n s  t h a t  have been ex tended  
under p r e f e r e n t i a l  terms, which i n  c e r t a i n  cases are conver ted  t o  e q u i t y  
p a r t i c i p a t i o n  i n  l i e u  of  d e b t  s e r v i c e ,  and c o n s e r v a t i v e  d e d u c t i o n s  f o r  
c a p i  t a 1  d e p r e c i a t i o n .  

A number of  f a c t o r s  have  c o n t r i b u t e d  t o  t h i s  u n s a t i s f a c t o r y  performance,  
i n c l u d i n g  f o r e i g n  and domest ic  market c o n d i t i o n s ,  i n a p p r o p r i a t e  managerial  
d e c i s i o n s  ( p a r t i c u l a r l y  i n  r ega rd  t o  t h e  a l l o c a t i o n  o f  i nves tmen t ) ,  an  ag ing  
c a p i t a l  s t o c k ,  and a s h o r t a g e  o f  m a t e r i a l  i n p u t s ,  i n  p a r t  caused by t h e  
g e n e r a l  s c a r c i t y  of  f o r e i g n  exchange. However, perhaps t h e  most impor t an t  
f a c t o r s  have been c o n s t r a i n t s  on Z I M C O ' s  a b i l i t y  t o  respond t o  market 
f a c t o r s  as  a f u l l y  commercial e n t e r p r i s e  would, p a r t i c u l a r l y  w i t h  r e s p e c t  
t o  t h e  p r i c i n g  mechanism. U n t i l  r e c e n t l y ,  p r i c e s  of ZIMCO p roduc t s  have 
been s u b j e c t  t o  an e x t e n s i v e  system of formal  c o n t r o l s ,  which ope ra t ed  a t  
a number o f  l e v e l s  up t o  t h e  Cabinet  i t s e l f .  The d e t e r m i n a t i o n  o f  an 
a p p r o p r i a t e  p r i c e  l e v e l  w a s  normal ly  based on pe rcen tage  markups ove r  
h i s t o r i c  c o s t s ,  r a t h e r  t h a n  on t h e  achievement of a s p e c i f i c  t a r g e t  rate 
of r e t u r n .  The i n t e n t  of  t h i s  p r a c t i c e  was t o  encourage e f f i c i e n t  produc- 
t i o n  p r a c t i c e s ,  bu t  i n  p r a c t i c e  i t  a c t e d  t o  p e n a l i z e  domest ic  producers ,  
a s  f i rms  found i t  d i f f i c u l t  t o  s u b s t a n t i a t e  c o s t  i n c r e a s e s  f o r  ind igenous  
products .  Moreover, l a g s  i n  t h e  approva l  of p r i c e  changes f o r  impor tan t  
commodities have r e s u l t e d  i n  t h e  p r i c e s  f o r  many ZIMCO p r o d u c t s  being 
s u s t a i n e d  a t  below-equi l ibr ium l e v e l s .  This  p r a c t i c e  has  been j u s t i f i e d  on 
t h e  b a s i s  t h a t  i t  p r o t e c t s  t h e  consumer,  bu t  i n  most c a s e s  t h e s e  p r i c e  
c o n t r o l s  have provided  l i t t l e  b e n e f i t  t o  t h e  consumer even i n  t h e  s h o r t  
term, as  goods tend  t o  d i s a p p e a r  from o f f i c i a l  markets .  As a r e s u l t  o f  
t h e  p o l i c i e s ,  f i r m s  have been unable  t o  ma in ta in  o u t p u t  l e v e l s  i n  t h e  
absence o f  c o n d i t i o n s  which a l l o w  them t o  cover  c a p i t a l  charges .  

Given t h e s e  marke t ing  c o n d i t i o n s ,  many ZIMCO companies have found i t  
d i f f i c u l t  t o  s e c u r e  adequa te  funds  t o  ma in ta in  b u s i n e s s  o p e r a t i o n s .  Compa- 
n i e s  a r e  r a r e l y  a b l e  t o  g e n e r a t e  r i s k  c a p i t a l  i n t e r n a l l y ;  indeed ,  i n  some 
i n s t a n c e s  e x c i s e  t a x e s  have been r e sc inded  and t h e  funds  r e m i t t e d  t o  t h e  
r e s p e c t i v e  c o r p o r a t i o n s  t o  r e s o l v e  cash-flow shor t ages .  Even f o r  t h o s e  
i n d u s t r i e s  where p r o f i t a b i l i t y  i s  ach ieved ,  d e p r e c i a t i o n  cha rges ,  normal ly  
c a l c u l a t e d  by s t r a i g h t - l i n e  s c h e d u l e s  based on o r i g i n a l  c o s t s ,  f r e q u e n t l y  
must be supplemented t o  f u l l y  cove r  maintenance and replacement  c o s t s ,  
d e p l e t i n g  funds  a v a i l a b l e  f o r  c a p i t a l  expansion. The commercial banking 
system o f t e n  r e q u i r e s  government g u a r a n t e e s  b e f o r e  ex tend ing  l o a n s  t o  
p a r a s t a t a l s ,  a p r a c t i c e  which has  become s o  common t h a t  t h e  Government 
i n i t i a t e d  a 1 pe r  c e n t  s u r c h a r g e  on such l o a n s  i n  1981. Many companies 
have consequen t ly  become r e l i a n t  on c a p i t a l  i n f u s i o n s  and loans  provided 
by t h e  Government, a p r a c t i c e  which h a s  been s h a r p l y  r e s t r i c t e d  by r e c e n t  
budgetary  c o n s t r a i n t s  and t h e  p o l i c y  of unde r t ak ing  major  development 
p r o j e c t s ,  most n o t a b l y  expans ion  of t h e  Ni t rogen  Chemicals of  Zambia (NCZ) 
f e r t i l i z e r  p l a n t ,  which a b s o r b  most o f  t h e  l i m i t e d  funds  a v a i l a b l e .  
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A s  a r e s u l t ,  many of  t h e  long-term phys ica l  impediments t o  ou tpu t  
growth, such  as inadequate  maintenance,  an ag ing  c a p i t a l  s t o c k ,  and r e su l -  
t a n t  low c a p a c i t y  u t i l i z a t i o n  l e v e l s ,  have t h e i r  o r i g i n s  i n  t h e  s e c t o r ' s  
f i n a n c i a l  s t r u c t u r e .  In r e sponse ,  t h e  Government has  r e c e n t l y  inaugura t ed  
a reform o f  t h e  p r i c i n g  mechanism wi th  t h e  i n t e n t  of  making p r i c e s  more 
r e spons ive  t o  market f a c t o r s  (See  S e c t i o n  11, l a  above) .  

I V .  Money and Banking 

1. I n t r o d u c t i o n  

The banking system i n  Zambia compr ises  a c e n t r a l  bank ( t h e  Bank of 
Zambia) and s i x  commercial banks,  a l l  of which a r e  s u b s i d i a r i e s  of f o r e i g n  
banks excep t  one which i s  government owned. There a r e  a l s o  i n s u r a n c e  com- 
pan ie s  and o t h e r  f i n a n c i a l  i n s t i t u t i o n s ,  mos t ly  government owned, des igned  
t o  channel  funds  t o  s p e c i f i c  areas of  economic a c t i v i t y ,  s u c h  as  a g r i c u l t u r e  
and housing. Of t h e s e  i n s t i t u t i o n s ,  t h e  Nat iona l  Savings and Cred i t  Bank 
of  Zambia and t h e  Na t iona l  Bui ld ing  S o c i e t y  come c l o s e s t  t o  t h e  commercial 
banks i n  t h e  n a t u r e  o f  t h e i r  o p e r a t i o n s ,  s i n c e  t h e  major p r o p o r t i o n  of  
t h e i r  l i a b i l i t i e s  i s  i n  time and s a v i n g s  d e p o s i t s .  However, t h e  combined 
a s s e t s  o f  t h e s e  two i n s t i t u t i o n s  were o n l y  about  11 p e r  c e n t  o f  t h e  
co r re spond ing  t o t a l  f o r  t h e  whole banking system i n  1980. 

The Bank of Zambia i s  r e s p o n s i b l e  f o r  t h e  fo rmula t ion  and implementa- 
t i o n  of monetary po l i cy .  A summary of  i t s  a c c o u n t s  i s  shown in Appendix 
Table  XIII. It p r e s c r i b e s  t h e  minimum l i q u i d i t y  and r e s e r v e  r equ i r emen t s  
f o r  t h e  commercial banks and may c a l l  f o r  s p e c i a l  d e p o s i t s  from them; i t  
a l s o  se t s  c e i l i n g s  on t h e i r  l o a n s  and advances.  The Bank of Zambia i n  i t s  
c a p a c i t y  as l e n d e r  o f  las t  r e s o r t  may a l s o  p rov ide  r e d i s c o u n t i n g  f a c i l i t i e s ,  
a l t hough  t h i s  i n s t rumen t  of  monetary p o l i c y  has  o n l y  o c c a s i o n a l l y  been used. 

2. Recent monetary and c r e d i t  developments  

Recent monetary developments  have l a r g e l y  r e f l e c t e d  t h e  p o l i c y  measures 
which were implemented under  t h e  two-year s t a b i l i z a t i o n  program in t roduced  
i n  A p r i l  1978. This  program w a s  formula ted  a g a i n s t  t h e  background of  a 
s h a r p  a c c e l e r a t i o n  i n  c r e d i t  demands, p a r t i c u l a r l y  from t h e  Government 
and t h e  mining companies,  and a t  a t i m e  o f  s u b s t a n t i a l  excess  l i q u i d i t y  
w i t h i n  t h e  banking system. A s  p a r t  o f  t h e  s t a b i l i z a t i o n  e f f o r t ,  t h e  1978 
budget took act ion--mainly on t h e  expend i tu re  side--aimed a t  reducing  
government r e c o u r s e  t o  t h e  banking system, w h i l e  i n  t h e  mining s e c t o r  
cos t - sav ing  measures  and t h e  d e p r e c i a t i o n  of  t h e  kwacha were designed t o  
c o n t a i n  mining company borrowing from t h e  Bank of Zambia. In t h e s e  c i r -  
cumstances t h e  main purpose  o f  monetary p o l i c y  was t o  c o n t r o l  p r i v a t e  
s e c t o r  c r e d i t  and t o  p reven t  t h e  e x c e s s  l i q u i d i t y  from being conver ted  
i n t o  i n c r e a s e d  expend i tu re s .  I n  l i n e  wi th  t h i s  o b j e c t i v e ,  i n t e r e s t  rates 
on t i m e  and s a v i n g s  d e p o s i t s  were r a i s e d  on ave rage  by one  pe rcen tage  
p o i n t  i n  Apr i l  1978; a t  t h e  same time, l end ing  r a t e s  were r a i s e d  i n  o r d e r  
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t o  d i scourage  c r e d i t  demand (Appendix Table  XIV). F u r t h e r ,  t h e  excess re- 
s e r v e s  of  t h e  commercial banks were f rozen  through t h e  impos i t i on  o f  l e n d i n g  
c e i l i n g s ,  whi le  t h e  i n t r o d u c t i o n  of  a 100 p e r  c e n t  r e s e r v e  requi rement  on 
commercial banks'  l i a b i l i t i e s  r e l a t e d  t o  e x t e r n a l  payments arrears a l s o  
had t h e  e f f e c t  o f  s i g n i f i c a n t l y  t i g h t e n i n g  t h e  banks '  l i q u i d i t y  p o s i t i o n .  

These v a r i o u s  monetary measures  succeeded i n  s lowing domest ic  c r ed i t  
expansion from 30 p e r  c e n t  i n  1977 t o  18 p e r  c e n t  i n  1978 (Tab les  13 and 14). 
Again, t h e  bu lk  of  t h i s  i n c r e a s e  went t o  t h e  Government and t h e  mining 
companies;  however, t h e  marked improvement i n  f i s c a l  performance i n  1978, 
and the  expanded l e v e l  of  f o r e i g n  f i n a n c i n g ,  meant a s h a r p  r e d u c t i o n  i n  t h e  
Government's domest ic  bank borrowing from K 220 m i l l i o n  i n  1977 t o  K 93 
m i l l i o n  i n  1978. The d e c e l e r a t i o n  i n  domest ic  c r e d i t  expans ion  i n  1978 
co inc ided  wi th  a s u b s t a n t i a l  o v e r a l l  ba l ance  of  payments d e f i c i t ;  as  a 
r e s u l t ,  broad money d e c l i n e d  by 8.5 p e r  c e n t  ove r  t h e  yea r  a s  a whole,  and 
average  money ba lances  remained unchanged. 

In 1979 monetary and c r e d i t  developments  a g a i n  r e f l e c t e d  t h e  restric- 
t i v e  monetary s t a n c e  adopted under t h e  s t a b i l i z a t i o n  program. To ta l  
domest ic  c r e d i t  expans ion  slowed even f u r t h e r  t o  8 p e r  c e n t  ove r  t h e  yea r .  
Desp i t e  a r e v e r s a l  i n  t h e  budgetary  s i t u a t i o n ,  government r e c o u r s e  t o  t h e  
banking system r e g i s t e r e d  t h e  s m a l l e s t  increase--K 60 m i l l i o n  o r  6 p e r  
cent - - s ince  1975, fo l lowing  a s h a r p l y  i n c r e a s e d  n e t  i n f low o f  e x t e r n a l  
budgetary  r e sources .  The mining s e c t o r ' s  c r e d i t  needs  a l s o  eased  as a 
r e s u l t  o f  t h e  s u b s t a n t i a l  improvement i n  copper  expor t  performance,  and a 
l a r g e  n e t  repayment was made t o  t h e  Bank o f  Zambia. These improvements 
enabled t h e  a u t h o r i t i e s  t o  r e d i r e c t  c r e d i t  r e s o u r c e s  t o  t h e  i l l i q u i d  non- 
mining p r i v a t e  s e c t o r ,  w i thou t  j e o p a r d i z i n g  o v e r a l l  c r e d i t  o b j e c t i v e s .  
C r e d i t  t o  t h i s  s e c t o r  r o s e  by 31 p e r  c e n t  i n  1979, a f t e r  d e c l i n i n g  by 
11 per  c e n t  i n  t h e  p rev ious  year .  The modest expans ion  i n  t o t a l  domest ic  
c r e d i t  and t h e  l a r g e  ba l ance  of payments s u r p l u s  recorded  i n  t h e  yea r  l e d  
t o  a 30 p e r  c e n t  i n c r e a s e  i n  broad money i n  1979. The r ise i n  ave rage  
money ba lances  over  t h e i r  1978 l e v e l s ,  however, was o n l y  7 per c e n t ,  
compared wi th  t h e  19 p e r  c e n t  i n c r e a s e  i n  nominal GDP ove r  t h e  year .  

Following t h e  e x p i r a t i o n  o f  t h e  s t a b i l i z a t i o n  program i n  Apr i l  1980, 
t h e  monetary s t a n c e  r e l a x e d  c o n s i d e r a b l y ,  and t h e  r a t e  o f  c r e d i t  expans ion  
over  t h e  yea r  doubled t o  16 p e r  cen t .  The major  reason  was t h e  f u r t h e r  
s h a r p  d e t e r i o r a t i o n  i n  t h e  budge ta ry  s i t u a t i o n ,  which l e f t  a l a r g e  f i n a n c i n g  
gap  d e s p i t e  a n e a r  doub l ing  i n  n e t  e x t e r n a l  f i nanc ing .  Government borrowing 
from t h e  banking system t o  f i l l  t h i s  gap  amounted t o  K 233 m i l l i o n  i n  1980, 
a 21 p e r  c e n t  i n c r e a s e  over  t h e  p rev ious  year .  However, t h e  a u t h o r i t i e s  
d i d  succeed i n  c o n t a i n i n g  t h e  i n c r e a s e  i n  c r e d i t  t o  t h e  nonmining p r i v a t e  
s e c t o r  t o  10 p e r  cent  i n  1980, whi le  t h e  improved l i q u i d i t y  p o s i t i o n  of  
t h e  mining companies enabled  them t o  make a f u r t h e r  repayment o f  d e b t  
o u t s t a n d i n g  t o  t h e  Bank of Zambia. Desp i t e  t h e  bu i ldup  i n  o v e r a l l  c r e d i t  
demand, money supp ly  growth eased  c o n s i d e r a b l y  t o  9 p e r  c e n t  ove r  t h e  yea r  
because  of  t h e  l a r g e  ba l ance  of  payments d e f i c i t  i ncu r red .  Average money 
ba lances  i n c r e a s e d  by 2 1  pe r  c e n t ,  however,  well  above t h e  15  p e r  cen t  
i n c r e a s e  i n  nominal GDP over  t h e  year .  The growth i n  money supp ly  i n  1980 



- 36 - 

.^ 
1 
ZI 

d 

a 
6 

m 

d 

U 
d 
U 

-4 
U 
6 U 
In 

h d 
Y 

U 
b 

J 
W 

o 
J 
3 

d m 
d 
m 

Y 

4 

U 

P 

U 
a 
m 

m 
d 

o 

-I 
4 

i 

m 
h 

Q, d 

m 
I- 
01 
d 

h 
I- 

d 
m 

rD 

m 
m m 

9 
m 
0 01 

m 
m 
N 
aD 

T 
0 
U 
l- 

9 
0 
l- 
rD 

I- 

i 
ro 

ro 
,-I 
N ro 

0 

I- 
I- 
l- 
I 

m 
Y 

t 

5 

s 

a 

d 

W 

U 

z 

9 

9 
0 
d 

N 

rD 
ro 
U 

d 
0: 

N 

bl 

d 

m 

OD. 

N. 
I- 
I- - 
d 

I- 

d 
0 

d 
"3. 

N 

0 N 

d 
** 

r( 

U 
0 

rl 
'O. 

m 
e7 m 

d 

m 
0 * N 

r( 

U 
d 
V ., 
U d 
Y 

P 
8 

U 

U m 

d 
O. 

OD 

ro (1 

d 
O. 

U 

4 
9 
d 

m 
ro 0 

d 
9 

Ir 

m 
N 
rl 

d 

m 

m m 
m 

m 
N 
03 
cn 

N 

ro 

a 

l- l- 

0. 
d 

3 

s 

r( 

U -4 
d 
d 

d 
4 
# 

m 
U 

9 * ut m 

0 

d 

0 
m 

d 

f- 
0 m 

m 
ro 
ro m 

Ir 

d m 
OD 

h 

I- m 
m 

N 

N 
m 
00 

U 

0 
ro 
m 

I- 

m 
.a 
m 

h 

2 

a 
? 
d 

0- 

m 
d 
a 
h 
c 
r" 

h 
c n  



- 37 - 

Table 14. Zambia: Monetary and Credit Developments, 1977-81 

(Annual percentage  changes)  

~ ~ ~~ ~ ~~ ~~~~~~~~~ 

1981 1/ - 1977 1978 1979 1980 

Domestic c r e d i t  30.0 17.7 8.1 15.9 8.3 

Claims on Government ( n e t )  38.5 34.2 5.6 20.8 9.1 

Claims on p r i v a t e  s e c t o r  17.7 -10.2 14.4 4.6 6.0 

Money plus  quasi-money 
(end-year b a s i s )  12 .0  -8.5 30.2 9.0 -1.2 

Money 2.6 1 .3  31 .0  -0.8 3.8 

Quasi-money 26.6 -20.7 28.7 24.7 -7.7 

Money plus  quasi-money 
(average  ba lances )  20.3 - 7.0 20.8 ... 
Money 10.0 -- 11.9 12.6 ... 

-- 33.1 ... Quasi-money 37.7 - 

Sources: Bank of Zambia, Quarterly S t a t i s t i c a l  Review; and data  provided 
by t h e  Zambian a u t h o r i t i e s .  

- 1/ End-December 1980 t o  end-June 1981. 
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took t h e  form e n t i r e l y  o f  t i m e  and s a v i n g s  d e p o s i t s ,  r e f l e c t i n g  f o r  t h e  most 
p a r t  t h e  bui ldup  o f  s u r p l u s  funds  i n  many e n t e r p r i s e s  unab le  t o  o b t a i n  raw 
materials and o t h e r  i n p u t s  because o f  f o r e i g n  exchange d i f f i c u l t i e s .  This  
i n c r e a s e  i n  t h e  commercial banks'  d e p o s i t  l i a b i l i t i e s ,  which was no t  matched 
by any  growth i n  t h e i r  l i q u i d  asset  h o l d i n g s ,  meant some t i g h t e n i n g  i n  t h e  
l i q u i d i t y  p o s i t i o n  o f  t h e  banking system. The commercial banks'  combined 
l i q u i d i t y  r a t i o  f e l l  t o  58.1 p e r  c e n t  i n  1980 from 61.4 p e r  c e n t  i n  t h e  
p rev ious  y e a r ;  n e v e r t h e l e s s ,  t h e  banks remained r e l a t i v e l y  l i q u i d  compared 
t o  t h e  s t a t u t o r y  minimum l i q u i d i t y  r a t i o  of  30 p e r  c e n t .  ( A  summary of  
t h e  commercial banks'  accoun t s  i s  g iven  i n  Appendix Tab le  XV.) 

R e s t o r a t i o n  o f  a c a u t i o u s  monetary s t a n c e  was a major element i n  t h e  
medium-term program in t roduced  by t h e  a u t h o r i t i e s  i n  March 1981. The pro- 
gram env i sages  a s u s t a i n e d  r e d u c t i o n  i n  t h e  domest ic  bank borrowing r equ i r e -  
ment o f  t h e  Government, t h e r e b y  a l l o w i n g  s u f f i c i e n t  c r e d i t  t o  t h e  p r i v a t e  
s e c t o r  and p a r a s t a t a l  e n t e r p r i s e s ,  whose s h a r e  o f  t o t a l  c r e d i t  has  f a l l e n  
from 5 1  pe r  c e n t  t o  27 p e r  c e n t  i n  t h e  las t  f i v e  yea r s .  In  t h e  f i r s t  s i x  
months o f  1981, t o t a l  domest ic  c r e d i t  grew by 8 p e r  c e n t ,  w i th  c r e d i t  t o  
Government i n c r e a s i n g  by 9 p e r  c e n t .  
s h a r p  f a l l  i n  n e t  f o r e i g n  a s s e t s ,  l e a d i n g  t o  a s l i g h t  d e c l i n e  i n  money 
supp ly  ove r  t h e  per iod .  
i n f l a t i o n a r y  and ba lance  of  payments p r e s s u r e s ,  t h e  r e d i s c o u n t  rate was 
r a i s e d  i n  March by 1 pe rcen tage  p o i n t  t o  7.5 p e r  c e n t ,  and t h e  i n t e r e s t  
ra te  on Treasury  b i l l s  by 1.5 pe rcen tage  p o i n t s  t o  6 p e r  cen t .  Furthermore,  
t h e  p r e f e r e n t i a l  l end ing  rates t o  a g r i c u l t u r e  (9.5 p e r  c e n t )  and manufac- 
t u r i n g  (10 p e r  c e n t )  were e l i m i n a t e d ,  t h e  m a x i m u m  l e n d i n g  r a t e  of 12 p e r  
c e n t  be ing  a p p l i e d  t o  a l l  s e c t o r s .  

The o v e r a l l  i n c r e a s e  was o f f s e t  by a 

In  l i n e  w i t h  t h e  program's o b j e c t i v e  o f  c o n t a i n i n g  

3. O the r  f i n a n c i a l  i n s t i t u t i o n s  

The nonbank f i n a n c i a l  s e c t o r  i n  Zambia p l a y s  a p o t e n t i a l l y  impor tan t  
r o l e  i n  m o b i l i z i n g  f i n a n c i a l  r e s o u r c e s  f o r  development pu rposes ,  b u t  i n  
r e c e n t  y e a r s  t h i s  p o t e n t i a l  h a s  n o t  been f u l l y  r e a l i z e d .  I n s t i t u t i o n s  
such  as t h e  Zambia Na t iona l  P rov iden t  Fund ( t o t a l  i nves tmen t s  of  K 238 
m i l l i o n  i n  1980) and t h e  Zambia S t a t e  I n s u r a n c e  Corpora t ion  ( t o t a l  i nves t -  
ments o f  t h e  l i f e  d i v i s i o n  of  K 92 m i l l i o n  i n  1980) have grown s t r o n g l y  
through t h e i r  own o p e r a t i o n s ;  t h e s e  i n s t i t u t i o n s  now p r o v i d e  a t  l e a s t  h a l f  
o f  t h e  domest ic  nonbank f i n a n c i n g  o f  government d e f i c i t s ,  as w e l l  a s  impor- 
t a n t  l oan  f a c i l i t i e s  t o  t h e  p a r a s t a t a l  sector. The a c t i v i t i e s  of t h e  
Development Bank of Zambia have a l s o  expanded s t e a d i l y ,  and by end-June 
1981 some K 60 m i l l i o n  had been d i s b u r s e d  f o r  p r o j e c t s  main ly  i n  t h e  manu- 
f a c t u r i n g  and a g r i c u l t u r a l  sectors. However, t h e  l e n d i n g  o p e r a t i o n s  of  t h e  
Zambia Na t iona l  Bu i ld ing  S o c i e t y  and t h e  Na t iona l  Savings  and C r e d i t  Bank 
of  Zambia, have grown more s lowly ,  i n  l i n e  wi th  t h e  s l u g g i s h  i n c r e a s e s  i n  
t h e i r  d e p o s i t  base.  

The A g r i c u l t u r a l  F inance  Company (AFC) i s  a major  s o u r c e  of a g r i c u l t u r a l  
c r e d i t ,  and i t s  s e a s o n a l  l e n d i n g  h a s  grown c o n s i d e r a b l y  i n  r e c e n t  years .  
However, i t s  a b i l i t y  t o  expand c r e d i t  f a c i l i t i e s  f u r t h e r ,  p a r t i c u l a r l y  
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f u r  medium-term l e n d i n g ,  has  been c o n s t r a i n e d  by t h e  s h a r p  d e t e r i o r a t i o n  
i n  i t s  repayment rates. Compared t o  a r a t e  of  a lmost  90 p e r  c e n t  i n  t h e  
e a r l y  1970s,  t h e  AFC's recovery  rate f o r  t h e  1979/80 a g r i c u l t u r a l  season 
was on ly  4 8  p e r  c e n t ;  t h i s  r e f l e c t e d  t h e  impact of  poor c l i m a t i c  c o n d i t i o n s ,  
a s  w e l l  as  manpower d i f f i c u l t u e s  f a c i n g  t h e  company. 

V. Exte rna l  S e c t o r  

1. O v e r a l l  developments 

I n t e r n a t i o n a l  t r a d e  p l ays  an impor tan t  r o l e  i n  the  economy o f  Zambia, 
and f o r e i g n  t r a d e  accoun t s  f o r  about  70 p e r  cen t  o f  g r o s s  domest ic  product .  
With e x p o r t s  c o n s i s t i n g  a lmost  e n t i r e l y  of coppe r ,  f o r  which Zambia is a 
p r i c e  t a k e r  i n  t h e  world marke t ,  and because o f  t h e  c o u n t r y ' s  dependence 
on imported o i l  t o  s a t i s f y  an impor tan t  p a r t  o f  i t s  commercial energy 
r equ i r emen t s ,  t h e  economy i s  h i g h l y  exposed t o  e x t e r n a l  developments.  
Faced wi th  a long-term d e t e r i o r a t i o c  i n  r e a l  copper  p r i c e s ,  t h e  product ion  
c a p a c i t y  i n  t h e  mining s e c t o r  has  s t agna ted .  E f f o r t s  a t  expor t  d i v e r s i f i -  
c a t i o n  i n  a g r i c u l t u r e  have m e t  w i t h  l i m i t e d  s u c c e s s ,  and t h e  volume of  
e x p o r t s  has  d e c l i n e d  i n  r e c e n t  years .  Moreover, because  o f  t h e  heavy 
dependence on f o r e i g n  c a p i t a l ,  t echno logy ,  and personnel  i n  t h e  mining 
s e c t o r ,  and because  o f  t h e  h igh  t r a n s p o r t  c o s t s  a s s o c i a t e d  wi th  Zambia's 
land-locked p o s i t i o n ,  payments on s e r v i c e s  and p r i v a t e  t r a n s f e r s  have 
absorbed about  60 p e r  c e n t  of  e x p o r t  ea rn ings .  Eiowever, g r a n t s  i n  terms 
of  p r o j e c t s  and commodities,  which amounted t o  4 p e r  c e n t  o f  impor ts  of  
goods and s e r v i c e s ,  have provided some suppor t  t o  t h e  economy and t h e  
ba lance  o €  payments. Zambia's a b i l i t y  t o  f i n a n c e  i t s  c u r r e n t  d e f i c i t  has  
a l s o  been s e v e r e l y  c o n s t r a i n e d  by t h e  c y c l i c a l  v a r i a t i o n  i n  copper  pr ice  
and t h e  e x t e n t  of t h e  accumula t ion  of  e x t e r n a l  payment a r r e a r s ,  which 
t o g e t h e r  have a d v e r s e l y  a f f e c t e d  t h e  c r e d i t w o r t h i n e s s  o f  t h e  count ry .  

Following a l a r g e  ba l ance  of  payments d e f i c i t  i n  1978, caused main ly  
by seve re  t r a n s p o r t a t i o n  d i s r u p t i o n s  and t r a n s p o r t  b o t t l e n e c k s  a t  Dar es 
Salaam, which r e s a l t e d  i n  a 10 p e r  c e n t  d e c l i n e  i n  copper  shipment ,  Zambia's 
e x t e r n a l  p o s i t i o n  improved s h a r p l y  i n  1579. An o v e r a l l  ba l ance  of payments 
s u r p l u s  of  SDR 173 m i l l i o n  was r eco rded ,  f f i s in ly  on account  of  a i a r g e  
decumulat ion o f  copper  s t o c k s  a s  t h e  t r a n s p o r t a t i o n  s i t u a t i o n  improved, a 
su rge  i n  copper  p r i c e s  on t h e  world marke t ,  and r i s i n g  e x p o r t  volume and 
p r i c e s  f o r  c o b a l t ,  Zambia's o n l y  o t h e r  impor t an t  expor t .  A t  t h e  same 
time, e x t e r n a l  payments a r r e a r s  were s h a r p l y  reduced ,  and t h e r e  was a 
s u b s t a n t i a l  i n c r e a s e  i n  f o r e i g n  r e s e r v e s .  In 1980 t h e  o v e r a l l  ba lance  of  
payments swung from a s u r p l u s  p o s i t i o n  t o  a d e f i c i t  o f  SDR 213 m i l l i o n ,  
l a r g e l y  a t t r i b u t a b l e  t o  a marked d e t e r i o r i a t i o n  i n  t h e  terms of  t r a d e ,  a 
d e c l i n e  i n  expor t  volume, and a s u b s t a n t i a l  i n c r e a s e  i n  s e r v i c e  payments 
(Tables  15 and 16) .  For t h e  f i r s t  time i n  s e v e r a l  y e a r s ,  expor t  r e c e i p t s  
were i n s u f f i c i e n t  t o  cove r  import  payments,  and t h e  t r a d e  account  moved 
i n t o  a d e f i c i t  of SDR 109 m i l l i o n .  Th i s  development r e f l e c t e d  t h e  r e c u r r i n g  
t r a n s p o r t  d i f f i c u l t i e s  a t  Dar es Salaam which a d v e r s e l y  a f f e c t e d  copper 
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Table 15. Zambia: Balance of Payments, 1977-81 

( I n  m i l l i o n s  of SDRs) 

1977 1978 1979 1980  1981 
Pre l .  P r o j e c t i o n s  
Actual  

Expor t s ,  f.0.b. 
Impor ts ,  c . i . f .  

Trade ba lance  

S e r v i c e s  and un requ i t ed  
t r a n s f e r s ,  n e t  

h v e s t m e n t  income 
O t h e r  s e r v i c e s  
P r i v a t e  t r a n s f e r s  
Government t r a n s f e r s  

To t a l  

Curren t  account  

Nonmonetary c a p i t a l ,  n e t  
Government 
Mining companies 
Other  ( i n c l u d i n g  

e r r  - rs and omiss ions)  
To ta l  

SDR a l l o c a t i o n  

Overa l l  ba l ance  

F inancing  
Use of Fund r e s o u r c e s ,  n e t  

Purchases  
X e  purchases  

Payments a r r e a r s  
( d e c r e a s e  - )  

Other  f o r e i g n  a s s e t s ,  n e t  
( i n c r e a s e  - )  

768 
-711 

57 

- 

-1 14 
-58 
-83 

1 3  
-242 

-185 

17 
-15 

-60 
-58 
- 

-- 

-243 

-- 
( 1 9 )  

( -19  1 

170 

73 

Memorandum items: 
Gross  i n t e r n a t i o n a l  r e s e r v e s  21 

( a t  end-period)  54.6 
Ir. weeks o f  impor t s ,  c . i . f .  4.0 

662 
-6 17 

45  

- 

-1 09 
-64 
-8 5 

20 
-2 38 

-193 

53 
-15 

-52 
-14 
- 

-- 

-207 

14 9 
( 1 4 9 )  
(-- 1 

102  

-4 4 

39.2 
3.3 

1 ,035  
-735 

330 

- 

-9 7 
-7 1 
-8 6 

27 
-227 

103 

134 
-2 3 

-56 
55 

15 

173 

- 

7 3  
( 9 9 )  

( - 2 6 )  

-14 5 

-101 

60.7 
4.3 

908 
-1,017 

-109 

-163 
-127 

-9 5 
26 

-359 

-4 68 

100 
26 

114 
2 40 

15 

-2 13 

- 

6 
( 5 0 )  

(-44 1 

111 

96 

61.3 
3.1 

979 
-954 

25  

- 

-194 
-160 
-100 

53 
-401 

-376 

58 
110 

20 
188 

15 

-173 

- 

3 12 
( 3 5 9 )  L/ 
( -4  7 1 

-100 

3 9  

39.4 3 1  - 
2.1 

Source:  Bank of Zambia; C e n t r a l  S t a t i s t i c a l  O f f i c e ;  and s t a f f  e s t i m a t e s .  

- 1/ 
2 /  Excluding  g o l d ,  which i s  0.217 m i l l i o n  f i n e  t r o y  ounces.  
- 3 1  End-July 1981 .  

I n c l u d i n g  t h e  purchase  under  t h e  CFF a t  SDR 59.3 m i l l i o n .  
- 
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shipment ,  l a g g i n g  c o b a l t  sa les ,  a l a r g e r  requirement  f o r  maize impor ts ,  
h i g h e r  petroleinn p r i c e s ,  and much h i g h e r  import  p r i c e s  p a r t l y  a s s o c i a t e d  
w i t h  Zambta's e x t e r n a l  payments arrears.  The d e t e r i o r a t i o ?  i n  t h e  t r a d e  
arc0ur.t  was compounded by a s h a r p  i n c r e a s e  i n  s e r v i c e  payments,  due mainly 
ta t h e  i n c r e a s e  i n  p o r t  c t a r g e s ,  a i r  f a r e s ,  and t r a v e l  expenses  f o r  educa- 
t i o q a l  purposes ,  w i t h  t h e  r e s u l t  t h a t  t h e  c u r r e n t  account  recorded  a d e f i c i t  
of SJJK 468 m i l l i o n  i n  1980. T o t a l  n e t  c a p i t a l  i n f l o w  a t  SDR 240 m i l l i o n  
wcls more than f o u r  times t h e  leve l  reached i n  t h e  p r e v i o u s  year .  E x t e r n a l  
payiw1its a r r e a r s ,  which had d e c l i n e d  by SDR 145 m i l l i o n  i n  1979, r o s e  
s h a r p l y ,  reaching  SDR 461 m i l l i o n  a t  t h e  end of 1980 (Appendix T a t l e  XVI). 
Zar,hia 's  g r o s s  i n t e r n a t i o n a l  r e s e r v e s  of SDR 61 m i l l i o n  a t  end-December 
1980 wer? e q u i v a l e n t  t o  o n l y  about  t h r e e  weeks' i m p o r t s ,  compared w i t h  
over  fob? weeks a t  t h e  end of 1979. 

Table  16. Zambia: F o r e i g n  Trade Volume and Uni t  Value,  1977-81 

( P e r c e n t a g e  changes from t h e  preceding  y e a r ;  i n  terms of kwacha) 

1977 1978 1979 1980 - 1/ 1981 11 

Vo; ume 

Expor ts  -12.3 -12.6 17.9 -16.5 5.5 

Imports  1.7 -24.7 3.1 18.9 -18.2 

Unit  v a l u e  

Expor ts  8.7 6 . 7  40.2 2 .2  2.2 

Imports  14.8 23.7 1 7 . 7  24.1 14 .7  

Terms .of t r a d e  -5.3 -13.7 19.1 -17.6 -10.9 

--- 

Sources:  I n t e r n a t i o n a l  F i n a n c i a l  S t a t i s t i c s ;  and P t a f f  estimates. 

- 1/ Pre l iminary .  
- 2 /  P r o j e c t i o n .  

In 1981 Zambia's e x t e r n a l  p o s i t i o n  i s  expec ted  t o  remain under  g r e a t  
p r e s s u r e .  I n  a d d i t i o n  to  t h e  d e p r e s s e d  world market p r i c e  for copper  d u r i n g  
t h e  f i r s t  h a l f  o f  1981, copper  p r o d u c t i o n  w a s  hampered by a number o f  s t r i k e s  
i n  t h e  mining i n d u s t r y .  Althoilgh tt,e labor- re ldLr8  problems a r e  a t  p r e s e n t  
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under  c o n t r o l  and copper  p roduc t ion  has  r e t u r n e d  t o  normal,  copper  shipments  
f o r  1981 are expec ted  t o  be a t  about  t h e  p rev ious  y e a r ' s  l e v e l  and about  
1 3  pe r  c e n t  below t h e  l e v e l  reached i n  1979. To ta l  expor t  e a r n i n g s  i n  
terms o f  SDRs a re  expec ted  t o  i n c r e a s e  by 8 p e r  c e n t  t o  SDR 979 m i l l i o n  i n  
1981. Given Zambia's t i g h t  f o r e i g n  exchange s i t u a t i o n  and t h e  lower f r e i g h t  
c o s t s  a s s o c i a t e d  wi th  t h e  i n c r e a s i n g  use  of  t h e  sou the rn  -oute  f o r  i n t e r n a -  
t i o n a l  t r a d e  pu rposes ,  t h e  a u t h o r i t i e s  aim a t  c o n t a i n i n g  import payments 
t o  SDR 954 m i l l i o n ,  w i t h  a r e s u l t i n g  t r a d e  s u r p l u s  p r o j e c t e d  a t  SDR 25 
m i l l i o n .  Although n e t  payments on s e r v i c e s  and t r a n s f e r s  are p r o j e c t e d  t o  
i n c r e a s e  markedly,  t h e  c u r r e n t  accoun t  d e f i c i t  i s  expec ted  t o  narrow t o  
SDR 376 m i l l i o n ,  main ly  on accoun t  of  t h e  expec ted  s u r p l u s  i n  t h e  t r a d e  
account .  A f t e r  t a k i n g  i n t o  account  t h e  expec ted  n e t  c a p i t a l  i n f low a t  SDR 188 
m i l l i o n ,  a n  o v e r a l l  d e f i c i t  of SDR 173 m i l l i o n  i s  c u r r e n t l y  p r o j e c t e d  f o r  
1981. Based on t h e  fo rego ing ,  t h e r e  w i l l  be an i n c r e a s e  i n  n e t  f o r e i g n  
a s s e t s  of  SDR 39 m i l l i o n ,  i n  a d d i t i o n  t o  t h e  r e d u c t i o n s  of  SDR 100 m i l l i o n  
i n  e x t e r n a l  payments a r r e a r s  as  c a l l e d  f o r  i n  t h e  program under t h e  
c u r r e n t  extended arrangement .  A t  end-July 1981 p.-yments a r r e a r s  amounted 
t o  SDR 537 m i l l i o n ,  and Zambia's  gross i n t e r n a t i o n a l  r e s e r v e s  d e c l i n e d  
t o  SDR 39.4 m i l l i o n ,  e q u i v a l e n t  t o  about  two weeks of imports .  

2. Merchandise t r a d e  

About 90 p e r  c e n t  o f  Zambia's  e x p o r t  e a r n i n g s  d e r i v e  from copper ,  and 
f o r  t h i s  reason  t o t a l  e x p o r t  e a r n i n g s  a r e  v e r y  v u l n e r a b l e  t o  t h e  v o l a t i l i t y  
o f  copper  pr ices  on t h e  world market .  Because o f  i t s  wide i n d u s t r i a l  a p p l i -  
c a t i o n ,  t h e  p r i c e  of copper  i s  n o t  o n l y  s e n s i t i v e  t o  changes i n  economic 
a c t i v i t y  i n  t h e  i n d u s t r i a l  c o u n t r i e s  bu t  i s  a l s o  a f f e c t e d  a t  times by 
s p e c u l a t i v e  demand. Over t h e  y e a r s  t h e  annual  v a r i a t i o n  i n  Zambia's expor t  
e a r n i n g s  h a s  been a f f e c t e d  more s e v e r e l y  by c y c l i c a l  changes i n  t h e  copper  
pr ice  than  by f l u c t u a t i o n s  i n  t h e  e x p o r t  volume. Of t h e  remaining 10 pe r  
c e n t  o f  e x p o r t  e a r n i n g s ,  6 p e r  c e n t  a r e  accounted  f o r  by c o b a l t ,  which i s  
a by-product o f  copper  mining. A s  a s u p e r  a l l o y  used mainly f o r  t h e  manu- 
f a c t u r e  of  a i r c r a f t  g a s  t u r b i n e  e n g i n e s  and i n  t h e  e l e c t r i c a l  and machinery 
i n d u s t r i e s ,  t h e  demand f o r  c o b a l t  i s  a l s o  s e n s i t i v e  t o  t h e  economic c l i m a t e  
i n  t h e  i n d u s t r i a l  c o u n t r i e s .  Other  minor  m i n e r a l s  such as  l e a d  and z i n c ,  
and a g r i c u l t u r a l  c r o p s  c o n s t i t u t e  t h e  remainder  o f  e x p o r t  ea rn ings .  Against  
t h i s  background t h e r e  h a s  been l i t t l e  o r  no p r o g r e s s  towards d i v e r s i f i c a t i o n  
of e x p o r t s ,  wh i l e  t h e  e x p o r t  volume o f  copper  and o t h e r  mine ra l  p roduc t s  
except  c o b a l t  have d e c l i n e d  o r  s t a g n a t e d  (Char t  1). I n  1980 t h e  SDR v a l u e  
of  e x p o r t s  f e l l  by 15 p e r  c e n t .  While t h e r e  was a nominal i n c r e a s e  i n  
expor t  p r i c e s ,  e x p o r t  volume f e l l  by more than  16 p e r  c e n t ,  main ly  due t o  
t r a n s p o r t  b o t t l e n e c k s  a t  Dar es Salaam and l a g g i n g  c o b a l t  s a l e s .  I n  1981 
t h e  c o u n t r y ' s  e x p o r t  performance is  expec ted  t o  be  f u r t h e r  a f f e c t e d  by 
d e c l i n i n g  p r i c e s  on t h e  world market  f o r  coppe r ,  c o b a l t ,  and lead .  However, 
because o f  t h e  s t r e n g t h e n i n g  o f  t h e  U.S. d o l l a r ,  t h e  SDR v a l u e  o f  e x p o r t s  
i s  expec ted  t o  i n c r e a s e  by 8 p e r  c e n t  t o  SDR 979 m i l l i o n .  

In 1980 e x p o r t  e a r n i n g s  from copper  d e c l i n e d  by 11 per  c e n t ,  a f t e r  an 
i n c r e a s e  of  more than  50 p e r  c e n t  i n  t h e  p rev ious  yea r .  While t h e  p r i c e  of  
copper  advanced nomina l ly ,  copper  sh ipments  f e l l  by 14 p e r  c e n t ,  main ly  on 
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CHART 1 

ZAMBIA 
EXPORTS OF MAJOR COMMODITIES, 1975-81 

(Volume in thousand tons; value in SDR million) In thousand tons 
800 

700 

600 

500 

50 

40 

30 

20 

10 

0 

Lead / 
Cobalt 
I I I I I 

1975 1976 1977 1978 1979 1980 1981 
In SDR million 
900 

Zinc 
-e-- 

---e- --- 
Lead 

I I 01 
1978 1979 1981 1975 1976 1977 

Sources: Data provided by the Zambian authorities and staff estimates. 





- 4 3  - 

accoun t  o f  t r a n s p o r t  b o t t l e n e c k s  a t  Dar es Salaam, t h e  m a i n  p o r t  f o r  Zambian 
coppe r  e x p o r t s  a t  t h e  time, which d r a s t i c a l l y  c u r t a i l e d  sh ipmen t s ,  p a r t i c u -  
l a r l y  a t  t h e  end of  1980 (Appendix Table  XVII). I n  a d d i t i o n  t o  t h e  d e p r e s s e d  
world market p r i c e  f o r  copper  d u r i n g  t h e  f i r s t  h a l f  o f  1981, coppe r  produc- 
t i o n  was s e r i o u s l y  hampered by a series o f  s t r i k e s  i n  t h e  mining  i n d u s t r i e s ,  
a s s o c i a t e d  w i t h  a g e n e r a l  d i s s a t i s f a c t i o n  o f  workers  w i t h  c o n d i t i o n s  i n  
t h e  i n d u s t r y .  Because of t h i s  l a b o r - r e l a t e d  problem, copper  sh ipments  f e l l  
by 14  p e r  c e n t  from t h e  l e v e l  no rma l ly  reached  d u r i n g  t h e  f i r s t  h a l f  o f  
t h e  year .  Although copper  sh ipments  for 1981 are expec ted  t o  r e c o v e r  t o  
r e a c h  abou t  t h e  p r e v i o u s  y e a r ' s  l e v e l ,  t h e  SDR v a l u e  o f  export e a r n i n g s  
from copper  i s  expec ted  t o  i n c r e a s e  by 7 p e r  c e n t ,  ma in ly  on accoun t  of  
t h e  s t r e n g t h e n i n g  of  t h e  U.S. d o l l a r .  

Export  e a r n i n g s  from c o b a l t  f e l l  s t e e p l y  i n  1980, a f t e r  a t h r e e f o l d  
i n c r e a s e  i n  t h e  p r e c e d i n g  year .  The e x p o r t  volume o f  c o b a l t  f e l l  by 36 
per  c e n t ,  e s s e n t i a l l y  due t o  h i g h e r  i n t e r e s t  rates i n  t h e  Un i t ed  S t a t e s ,  
t h e  l a r g e s t  u s e r  o f  c o b a l t ,  which d i s c o u r a g e d  s t o c k  b u i l d i n g ,  and t o  t h e  
i n f l e x i b i l i t y  i n  Zambia's p r i c i n g  p o l i c y  i n  r e l a t i o n  t o  t h e  weak world 
demand f o r  c o b a l t .  In  December 1980 major  c o b a l t  p r o d u c e r s ,  i n c l u d i n g  
Zaire, Zambia, and t h e  P h i l i p p i n e s ,  a g r e e d  t o  m a i n t a i n  t h e  producer  pr ice  
a t  US$25 per  pound, a l t h o u g h  Zambia a t  t h e  time s o l d  i t s  c o b a l t  a t  t h e  
a v e r a g e  p r i c e  o f  USS22 p e r  pound, a l l o w i n g  f o r  l a r g e  q u a n t i t y  p u r c h a s e s  
and q u a l i t y  d i f f e r e n c e s .  I n  June  1981 t h e  U.S. Government pu rchased  5 .2  
m i l l i o n  pounds o f  c o b a l t  from Zaire a t  US$15 p e r  pound. 
prices have v a r i e d  between US$12-17 p e r  pound. 
developments  i n  c o b a l t  p r i c e s ,  Zambia's e x p o r t  e a r n i n g s  from c o b a l t  a r e  
expec ted  t o  i n c r e a s e  by 18 p e r  c e n t  for 1981 a s  a whole ,  ma in ly  on account  
of  t h e  drawdown o f  t h e  e x c e s s  s t o c k s  t h a t  were accumula ted  i n  t h e  p rev ious  
year .  S tocks  began t o  accumula t e  i n  l a t e  1980, and by t h e  end of June 
1981 amounted t o  2,350 t o n s .  

S i n c e  t h e n ,  c o b a l t  
In  s p i t e  o f  t h e  recent 

Export  e a r n i n g s  from l e a d  and z i n c ,  which a c c o u n t  f o r  abou t  3 p e r  c e n t  
of Zambia's t o t a l  merchandise  e x p o r t s ,  f e l l  by 24  p e r  c e n t  i n  1980, Both 
were lower i n  price, owing t o  t h e  e x c e p t i o n a l l y  h i g h  a v e r a g e  p r i c e  r e a l i z e d  
i n  t h e  p rev ious  year .  I n  1981 t h e  combined e x p o r t  e a r n i n g s  from l e a d  and 
z i n c  a r e  expec ted  t o  l e v e l  o f f  a t  SDR 27 m i l l i o n .  Zambia's o t h e r  minor 
e x p o r t s ,  c o n s i s t i n g  o f  a g r i c u l t u r a l  p r o d u c t s ,  accoun t  f o r  abou t  1 p e r  c e n t  
of t o t a l  e x p o r t s .  These e x p o r t s  d e c l i n e d  by 5 p e r  c e n t  t o  SDR 17 m i l l i o n  
i n  1980. I n  1981 l a r g e r  s u p p l i e s  of  a g r i c u l t u r a l  p r o d u c t s  a r e  expec ted  
because  o f  more f a v o r a b l e  wea the r  c o n d i t i o n s .  However, export e a r n i n g s  
from t h e s e  a g r i c u l t u r a l  p r o d u c t s  are expec ted  t o  remain a t  SDR 17 m i l l i o n .  

Merchandise  i m p o r t s  r o s e  by 38 p e r  c e n t  i n  1980. About 18 p e r  c e n t  o f  
t h i s  i n c r e a s e  w a s  a t t r i b u t a b l e  t o  t h e  h i g h e r  c o s t  o f  pe t ro leum imports, 
which r o s e  by 47  p e r  c e n t ,  a l t h o u g h  a s u b s t a n t i a l  i n c r e a s e  i n  volume was 
a l s o  recorded .  In  a d d i t i o n  t o  h i g h e r  impor t  pr ices ,  t h e r e  were also s i g n i -  
f i c a n t  i n c r e a s e s  i n  t h e  volume of a l l  major  impor t  c a t e g o r i e s ,  w i t h  the 
volume of  t o t a l  impor t s  r e c o r d i n g  an  i n c r e a s e  o f  19 p e r  c e n t .  The payments 
f o r  i m p o r t s  o f  major  i n d u s t r i a l  commodit ies  and f o o d s t u f f s  r o s e  by more 
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t h a n  40 p e r  c e n t .  
more than  f i v e f o l d .  The v a l u e  o f  f e r t i l i z e r  i m p o r t s  a l s o  r e g i s t e r e d  an  
i n c r e a s e  d u r i n g  t h e  y e a r  (Appendix Tab les  X V I I I  and XIX). 

Wi th in  t h e  l a t t e r  c a t e g o r y ,  maize i m p o r t s  i n c r e a s e d  

I n  1981, g i v e n  Zambia's t i g h t  f o r e i g n  exchange s i t u a t i o n  and t h e  
lower f r e i g h t  c o s t s  a s s o c i a t e d  w i t h  t h e  i n c r e a s i n g  use  of t h e  sou the rn  
r o u t e ,  impor t  payments a r e  expec ted  t o  d e c l i n e  by 6 p e r  c e n t .  The d e c l i n e  
i s  a t  t h e  expense  of impor t  volume, which i s  e s t i m a t e d  t o  f a l l  by 18 p e r  
c e n t ;  i m p o r t  p r i c e s  a r e  expec ted  t o  rise f u r t h e r ,  a l t h o u g h  a t  a s lower  
rate. The impor t  v a l u e  of pe t ro l eum p r o d u c t s  is expec ted  t o  r ise by 13 pe r  
c e n t ,  w i t h  t h e  volume t a r g e t e d  a t  t h e  p r e v i o u s  y e a r ' s  l e v e l .  Half o f  t h e  
pe t ro leum p r o d u c t s  a r e  expec ted  t o  be u t i l i z e d  by t h e  mining i n d u s t r y .  
Import payments f o r  b a s i c  f o o d s t u f f s  and o t h e r  commodit ies  d e s i g n a t e d  as  
e s s e n t i a l  by t h e  Government are expec ted  t o  hold  up a t  t h e  h i g h e r  l e v e l  o f  
1980. - 1/ Dur ing  t h e  f i r s t  h a l f  o f  1981 t h e  v a l u e  of new impor t  l i c e n s e s  
i s s u e d  and t h a t  o f  r e v a l i d a t e d  impor t  l i c e n s e s  under  t h e  new impor t  l i c e n s i n g  
p rocedure  amounted t o  SDR 450 m i l l i o n  on an  f.0.b. b a s i s .  

3. S e r v i c e s  and t r a n s f e r s  

Zambia's payments on s e r v i c e s  and t r a n s f e r s  have  t r a d i t i o n a l l y  been 
v e r y  l a r g e ,  a c c o u n t i n g  f o r  t h r e e  f i f t h s  o f  merchandise  e x p o r t s  i n  t h e  
past few y e a r s .  The r e a s o n s  r e l a t e  t o  t h e  h i g h  t r a n s p o r t a t i o n  c o s t s  asso-  
c i a t e d  wi th  Zambia's l and locked  p o s i t i o n  and t h e  heavy dependence on f o r e i g n  
c a p i t a l ,  t e c h n o l o g y ,  and pe r sonne l  i n  t h e  mining i n d u s t r y ,  a1 though more 
r e c e n t l y  l a r g e  payments f o r  i n t e r e s t  on e x t e r n a l  borrowing ( i n c l u d i n g  Fund 
drawings)  were a l s o  recorded .  

The n e t  payments on s e r v i c e s  r o s e  by more t h a n  70 p e r  c e n t  i n  1980, 
main ly  on a c c o u n t  of  h i g h e r  payments f o r  i nves tmen t  income, h i g h e r  o u t l a y s  
f o r  a i r  f a r e s  and f o r e i g n  t r a v e l  f o r  e d u c a t i o n a l  pu rposes ,  and i n c r e a s i n g  
p o r t  c h a r g e s . ?  There was l i t t l e  change i n  t h e  n e t  payments on p r i v a t e  
t r a n s f e r s  and ;ne t  r e c e i p t s  on government t r a n s f e r s ,  which i n c l u d e  g r a n t s  
i n  terms of p r o j e c t s  and commodit ies .  

In 1981 t h e  n e t  payments on s e r v i c e s  and t r a n s f e r s  a r e  expec ted  t o  
i n c r e a s e  f u r t h e r  by 12  p e r  c e n t .  As i n  t h e  p r e c e d i n g  y e a r ,  t h i s  i n c r e a s e  
i s  main ly  due t o  t h e  l a r g e r  payments f o r  i n t e r e s t  income on e x t e r n a l  
bor rowing ,  a i r  f a r e s  and f o r e i g n  t r a v e l ,  and p o r t  cha rges .  Net payments 
on p r i v a t e  t r a n s f e r s  are expec ted  t o  be v i r t u a l l y  unchanged,  whereas  n e t  
r e c e i p t s  on government t r a n s f e r s  are expec ted  t o  d o u b l e ,  main ly  because  
o f  t h e  expec ted  i n c r e a s e  i n  g r a n t s  f o r  t h e  Government 's  i n v e s t m e n t - r e l a t e d  
p r o j e c t s .  

1/ These are s o a p  and d e t e r g e n t s ,  e d i b l e  f a t s  and cook ing  o i l ,  s a l t ,  
d a i r y  p r o d u c t s ,  maize and s t o c k  f e e d s ,  c a n d l e s ,  baby f o o d s ,  t o i l e t  p a p e r ,  
ma tches ,  m e d i c i n e s  and d r u g s ,  f e r t i l i z e r ,  and r i c e .  
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4 .  C a p i t a l  t r a n s a c t i o n s  and r e s e r v e s  

In 1980 t h e  c a p i t a l  account  recorded  a s u r p l u s  o f  SDR 240 m i l l i o n ,  
which i s  f o u r  t imes  t h e  l e v e l  o f  s u r p l u s  reached i n  t h e  p reced ing  year .  
This  was main ly  because of t h e  l a r g e r  drawdown on f o r e i g n  c r e d i t  f a c i l i t i e s  
by t h e  mining companies and t h e  l a r g e  unrecorded in f low,  which inc luded  
e r r o r s  and omissions.  The n e t  e x t e r n a l  borrowing by t h e  Government d e c l i n e d  
by 2 5  p e r  c e n t ,  r e f l e c t i n g  t h e  lower new borrowing. The o t h e r  i t e m  i n  t h e  
c a p i t a l  account  (which inc luded  e r r o r s  and omiss ions)  h a s  t r a d i t i o n a l l y  
r e g i s t e r e d  a l a r g e  unexpla ined  ou t f low,  p o s s i b l y  i n c l u d i n g  u n r e g i s t e r e d  
impor ts  and d e f e n s e - r e l a t e d  expend i tu re s .  However, i n  1980,  t h i s  i tem 
recorded  a s h a r p  i n f l o w  of SDR 114 m i l l i o n ,  f o r  which no adequate  explana- 
t i o n  i s  a s  y e t  a v a i l a b l e .  

In 1981 n e t  o f f i c i a l  e x t e r n a l  borrowing i s  expec ted  t o  d e c l i n e  s h a r p l y  
t o  SDR 58 m i l l i o n ,  mainly due t o  l a r g e r  repayments ,  a l t hough  new borrowing 
i s  a l s o  expec ted  t o  d e c l i n e .  Because of  t h e  l a r g e  inves tment  planned by 
t h e  mining companies i n  copper- and c o b a l t - r e l a t e d  p r o j e c t s ,  t h e  n e t  f o r e i g n  
loan  drawdown by t h e  mining companies i s  expec ted  t o  i n c r e a s e  by f o u r f o l d  
t o  SDR 110 m i l l i o n ,  w i th  a r e s u l t i n g  c a p i t a l  account  s u r p l u s  p r o j e c t e d  a t  
SDR 188 m i l l i o n .  

Gross  o f f i c i a l  r e s e r v e s  amounted t o  SDR 69.5 m i l l i o n  a t  end-1980, which 
was v i r t u a l l y  unchanged from end-1979. These r e s e r v e s  f e l l  t o  SDR 53.1 
m i l l i o n  a t  end-June 1981, t h e  e q u i v a l e n t  of  n e a r l y  t h r e e  weeks of  impor t s  
(Table  17) .  

5. Ex te rna l  debt  

Data o n  Zambia's e x t e r n a l  d e b t  a r e  n o t  c u r r e n t ;  t h e  most r e c e n t  d a t a  
r e p o r t e d  by t h e  I B R D  a r e  f o r  t h e  per iod  ending  December 31,  3979. According 
t o  t h e  I B R D  d a t a ,  Zambia's d i s b u r s e d  e x t e r n a l  p u b l i c  d e b t  amounted t o  
US$1,538 m i l l i o n ,  o r  4 6  p e r  c e n t  of GDP. Debt c o n t r a c t e d  on commercial 
terms c o n s t i t u t e d  3 6  p e r  c e n t  of  t h i s  t o t a l ,  whereas  l o a n s  from i n t e r n a t i o n a l  
a g e n c i e s  accounted f o r  2 5  p e r  cen t .  B i l a t e r a l  government l o a n s  r e p r e s e n t  
t he  remainder  of t h e  t o t a l  o u t s t a n d i n g  d e b t ;  t h e  P e o p l e ' s  Republ ic  of 
China,  t h e  Fede ra l  Republ ic  of Germany, t h e  United Kingdom, and t h e  United 
S t a t e s  a r e  among t h e  l a r g e s t  c r e d i t o r s  (Appendix Table  XX) .  

Based on t h e  o u t s t a n d i n g  d e b t  a t  t h e  end o f  1979, e x t e r n a l  d e b t  s e r v i c e  
payments,  exc lud ing  Fund purchases ,  amounted t o  US$313 m i l l i o n  i n  1980, 
e q u i v a l e n t  t o  23 per  c e n t  of  c u r r e n t  account  r e c e i p t s .  Inc lud ing  Fund 
purchases ,  t h e s e  payments amounted t o  US$370 m i l l i o n ,  e q u i v a l e n t  t o  27 p e r  
c e n t  of  c u r r e n t  r e c e i p t s .  I n t e r e s t  payments accounted  f o r  o n l y  2 p e r  c e n t  
of GDP i n  1980, and t h i s  r a t i o  i s  expec ted  t o  remain unchanged i n  1981 
(Appendix Table X X I )  
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Table 17. Zambia: International Reserves, 1977-81 

(In millions of SDRs; end of period) 

1977 1978 1979 1980 1981 
March June 

Gross official reserves 
Go Id 
SDRs 
Foreign exchange 
Bank of Zambia 
Government 

Official liabilities - 11 

Net official reserves 

Commercial banks (net) 

Assets 
Liabilities 

Net foreign assets of 
the banking system 

External payments 
arrears 

Net foreign assets 

48.8 53.1 60.5 46.2 69.0 69.5 - - 
5.8 7 .O 8.2 8.2 8.2 8.2 
11.4 12.1 4.2 0.7 0.4 
43.3 27.1 56.6 61.3 39.9 44.5 
(42.1) (25.4) (55.0) (59.0) (36.4) (43.4) 
(1.2) (1.7) (1.6) (2.3) (3.5) (1.1) 

-- 

394.5 506.8 -- 222.6 330.4 382.2 431.2 ---- 
-162.1 -284.2 -313.2 -361.7 -345.7 -453.7 -- ---- 
-37.0 -20.0 36.8 -17.0 - -29.7 11.7 - - 
8.8 25.7 73.4 44.0 49.8 57.2 
45.8 45.7 36.4 61.0 79.5 45.5 

-199.1 -304.2 -276.4 -378.7 -375.4 -442.0 

-393.9 -495.9 -350.6 -461.1 -544.6 -529.0 

-593.0 -800.1 -627.0 -839.8 -920.0 -971.0 ---- -- 
Memorandum item: 

Gross official reserves i n  
weeks of imports, c.i.f. 4.4 3.9 4.9 3.6 2.7 2.9 

Sources: Bank of Zambia, Annual Report, 1980; and data provided by the 
Zambian authorities. 

1/ Including use of Fund resources. - 
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6. Exchange and t r a d e  sys temL!  

a. Summary of t h e  sys t em 

Zambia's exchange and t r a d e  sys tem h a s  remained v e r y  r e s t r i c t i v e ,  and 
t h e  s e r i o u s  b a l a n c e  of  payments s i t u a t i o n  h a s  n o t  a l lowed  Zambia t o  r e l a x  
r e s t r i c t i o n s .  
have been made i n  t h e  d e g r e e  o f  r e s t r i c t i v e n e s s  o f  t h e  exchange sys tem,  
mos t ly  i n  t h e  d i r e c t i o n  o f  g r e a t e r  r e l i a n c e  on  r e s t r i c t i o n s ,  p a r t i c u l a r l y  
i n  t h e  p e r i o d  from 1975 t o  e a r l y  1978. This t r e n d  w a s  h a l t e d  a f t e r  t h e  
i n t r o d u c t i o n  o f  t h e  two-year s tand-by ar rangement  i n  A p r i l  1978. U n t i l  
A p r i l  2 8 ,  1981 t h e r e  were minor  changes  which a f f e c t e d  t h e  p r o v i s i o n s  
c o v e r i n g  i n v i s i b l e s  and c a p i t a l .  Beginning  A p r i l  29, 1981 t h e  a u t h o r i t i e s  
i n t r o d u c e d  a number of  changes  i n  Zambia's exchange and impor t  l i c e n s i n g  
sys tem,  i n  an  e f f o r t  t o  p r e v e n t  t h e  f u r t h e r  i n c r e a s e  i n  e x t e r n a l  arrears 
on impor t  and i m p o r t - r e l a t e d  payments and t o  a c h i e v e  a b e t t e r  c o n t r o l  over  
t h e  i s s u a n c e  o f  t h e  impor t  l i c e n s e s .  The new sys t em h a s  g i v e n  p r i o r i t y  t o  
i n c r e a s i n g  e s s e n t i a l  impor ts .  

S ince  September 1965, when Zambia j o i n e d  t h e  IMF, a d j u s t m e n t s  

Because o f  Zambia's p r e s e n t  t i g h t  f o r e i g n  exchange s i t u a t i o n ,  f o r e i g n  
exchange i s  no t  made a v a i l a b l e  f o r  t h e  i m p o r t a t i o n  o f  goods c o n s i d e r e d  
n o n e s s e n t i a l ,  and even f o r  e s s e n t i a l  goods  a l l o c a t i o n s  o f  f o r e i g n  exchange 
have been s h a r p l y  reduced. Changes have been made r e p e a t e d l y  i n  t h e  b a s i c  
t r a v e l  a l lowance  f o r  p r i v a t e  i n d i v i d u a l s  s i n c e  1968. A t  p r e s e n t ,  t h e  
a l lowance  i s  K 500 p e r  year.  Bus iness  t r a v e l  i s  s u b j e c t  t o  a maximum 
l i m i t  o f  K 120  p e r  pe r son  p e r  d a y  f o r  up t o  15  days  p e r  y e a r  and i s  l i m i t e d  
t o  2 t r i p s  p e r  year .  R e s t r i c t i o n s  on t r a n s f e r s  of  p r o f i t s  and d i v i d e n d s ,  
which were i n t r o d u c e d  i n  1968, remain i n  e f f e c t  a f t e r  s e v e r a l  ad jus tmen t s .  
Even w i t h  t h e  i n t r o d u c t i o n  o f  t h e s e  r e s t r i c t i o n s  on payments and t r a n s f e r s  
f o r  impor t s  and i n v i s i b l e s ,  t h e  s h o r t a g e  o f  f o r e i g n  exchange h a s  been such  
t h a t  s u b s t a n t i a l  e x t e r n a l  arrears, e s p e c i a l l y  on impor t  payments, have 
been r i s i n g ,  i n v o l v i n g  new r e s t r i c t i o n s  on  payments and t r a n s f e r s  f o r  
c u r r e n t  i n t e r n a t i o n a l  t r a n s a c t i o n s .  

b. Exchange ra te  developments  

The kwacha w a s  d e p r e c i a t e d  by 20 p e r  c e n t  on  J u l y  9, 1976, when i t  
was pegged t o  t h e  SDR a t  K 1 = SDR 1.08479 as a g a i n s t  t h e  p r e v i o u s  imp l i ed  
r a t e  of  K 1 = SDR 1.35767, r e s u l t i n g  from t h e  kwacha b e i n g  pegged t o  t h e  
U.S. d o l l a r  a t  K 1 = USS1.5556. On March 17 ,  1978 t h e  kwacha was d e p r e c i a t e d  
by 10 p e r  c e n t ,  and s i n c e  t h e n  t h e  exchange ra te  f o r  t h e  kwacha h a s  been 
f i x e d  a t  K 1 = SDR 0.976311. The U.S. d o l l a r  i s  t h e  i n t e r v e n t i o n  c u r r e n c y ,  
and t h e  rates of  t h e  Bank o f  Zambia f o r  t h e  U.S. d o l l a r  are based  on t h e  
d a i l y  c a l c u l a t i o n  o f  t h e  U.S. dollar-SDR rate. Between t h e  f i r s t  q u a r t e r  

1/ For a comm 
~~~ ~~ 

a l s o  Appendix I. 
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o f  1978 and t h e  f i r s t  q u a r t e r  of  1981 t h e  nominal t rade-weighted  e f f e c t i v e  
exchange r a t e  of  t h e  kwacha ( i n  which t h e  pound and t h e  U.S. d o l l a r  accoun t  
f o r  about  h a l f  o f  t h e  we igh t s )  d e p r e c i a t e d  by 9 p e r  c e n t  ( C h a r t  2 ) .  W i t h i n  
t h i s  p e r i o d  t h e r e  are two phases  i n  t h e  changes  i n  t h e  nominal e f f e c t i v e  
exchange r a t e  o f  t h e  kwacha. The f i r s t  is t h e  pe r iod  t o  t h e  f i r s t  q u a r t e r  
o f  1980, when t h e r e  were few movements i n  t h e  e f f e c t i v e  exchange r a t e ;  i n  
t h e  p e r i o d  a f t e r  t h e  f i r s t  q u a r t e r  of 1980 when t h e  e f f e c t i v e  exchange 
r a t e  o f  t h e  kwacha d e p r e c i a t e d  by more than  9 p e r  c e n t .  Over t h e  same 
p e r i o d  t h e  ra te  o f  i n f l a t i o n  i n  Zambia was h i g h e r  t h a n  t h e  ave rage  f o r  i t s  
major  t r a d i n g  p a r t n e r s ,  and t h e  t rade-weighted  exchange r a t e  o f  t h e  kwacha, 
a d j u s t e d  f o r  movements i n  r e l a t i v e  p r i c e s ,  a p p r e c i a t e d  by 19 pe r  c e n t .  

c.  Impor ts  and impor t  payments 

A l l  impor t s  by t h e  p r i v a t e  s e c t o r ,  i n c l u d i n g  parastatal  o r g a n i z a t i o n s ,  
r e q u i r e  l i c e n s e s ,  which a r e  i s s u e d  on t h e  b a s i s  o f  expec ted  f o r e i g n  exchange 
a v a i l a b i l i t y ,  w i t h  p r e f e r e n c e  g i v e n  t o  p h a r m a c e u t i c a l s ,  f u e l s ,  raw m a t e r i a l s ,  
and i n t e r m e d i a t e  goods f o r  f u r t h e r  p r o c e s s i n g  i n  Zambia. A l c o h o l i c  beve rages ,  
tobacco ,  d u r a b l e  consumer goods ,  and o t h e r  consumer goods are  l i c e n s e d  re- 
s t r i c t i v e l y .  No l i c e n s e s  are be ing  i s s u e d  f o r  s p e c i f i e d  l u x u r y  consumer goods 
o r  f o r  items t h a t  are produced l o c a l l y .  

S ince  A p r i l  29 ,  1981 a number of changes  i n  t h e  impor t  l i c e n s i n g  
sys tem have been e f f e c t e d .  The Bank of  Zambia suspended commercial banks'  
a u t h o r i t y  t o  approve  a p p l i c a t i o n s  f o r  payments i n  r e s p e c t  of  impor ted  
goods. I m p o r t e r s  must now o b t a i n  t h e  a p p r o v a l  of t h e  Bank o f  Zambia b e f o r e  
t h e  l e t t e r s  o f  c r e d i t  can  be opened by t h e  commercial banks. All i m p p r t s  
e x c e p t  t h o s e  f i n a n c e d  by s u p p l i e r s '  c r e d i t s  must be f i n a n c e d  by l e t t e r s  o f  
c r e d i t  w i t h  m i n i m u m  te rms  o f  90 days .  A l l  f i n a n c i a l  a r r angemen t s  e n t e r e d  
i n t o  by i m p o r t e r s  w i t h  f o r e i g n  s u p p l i e r s  f o r  t h e  s u p p l y  o f  goods on c r e d i t  
must a l s o  be approved by t h e  Bank of  Zambia. The commercial  banks w i l l  be 
n o t i f i e d  e v e r y  s i x  months w i t h  r e g a r d  t o  t h e  t o t a l  amount of let ters o f  
c r e d i t  t h a t  each  bank may open ,  and t h e  l i m i t  may n o t  be  exceeded. However, 
30 p e r  c e n t  of  t h e  v a l u e  of  l e t te rs  of  c r e d i t  t o  be  opened w i l l  be r e s e r v e d  
s p e c i f i c a l l y  f o r  t h e  i m p o r t a t i o n  o f  13 e s s e n t i a l  commodit ies .  1/ I n  a d d i t i o n ,  
i m p o r t e r s  who i n t e n d  t o  impor t  i n t o  Zambia goods which do  no t  i n v o l v e  pay- 
ment i n  f o r e i g n  exchange w i l l  be  r e q u i r e d  t o  o b t a i n  t h e  p r i o r  a p p r o v a l  o f  
t h e  Bank o f  Zambia b e f o r e  a p p l y i n g  t o  t h e  M i n i s t r y  o f  Commerce and I n d u s t r y  
f o r  a "no c u r r e n c y "  impor t  l i c e n s e .  

In p r a c t i c a l  terms, i m p o r t e r s  must g e t  t h e  impor t  l i c e n s e s  approved 
by t h e  m i n i s t e r i a l  commit tee  on f o r e i g n  exchange a l l o c a t i o n  b e f o r e  
p r e s e n t i n g  them f o r  t h e  a p p r o v a l  by t h e  Bank o f  Zambia. The i m p o r t e r s  

1/ These are soaps  and d e t e r g e n t s ,  e d i b l e  f a t s  and cooking  oil, s a l t  
d a i r y  p r o d u c t s ,  maize and s t o c k f e e d s ,  p a r a f f i n  and pe t ro l eum p r o d u c t s ,  
c a n d l e s ,  baby f o o d s ,  t o i l e t  p a p e r ,  ma tches ,  m e d i c i n e s  and d r u g s ,  f e r t i l -  
izers ,  and r i c e .  
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may then  submit t h e  l i c e n s e s  t o  t h e  commercial banks f o r  t h e  i s s u a n c e  of  
l e t t e r s  of  c r e d i t .  The commercial banks a r e  r equ i r ed  t o  submit a weekly 
r e t u r n  t o  t h e  Bank of Zambia on l e t t e r s  of  c r e d i t  opened, s t a t i n g ,  e.g., 
t h e  v a l u e  o f  l e t t e r s  o f  c r e d i t .  

d. I n v i s i b l e s  and c a p i t a l  t r a n s a c t i o n s  

Over t h e  y e a r s  t h e  b a s i c  t r a v e l  a l lowance  was reduced s u b s t a n t i a l l y  
compared wi th  t h e  one i n  e x i s t e n c e  i n  September 1965, v i z . ,  K 10 a day 
f o r  a d u l t s  w i th  a maximum of K 450 per year  ( K  1 = USS2.80). However, 
i n  1978 and 1979 t h e  b u s i n e s s  t r a v e l  a l lowance was r a i s e d ,  and a t  p re sen t  
i t  amounts t o  K 120 p e r  day f o r  up t o  15 days  a person  p e r  c a l e n d a r  yea r  
and f o r  no t  more than  2 t r i p s  per  year .  The b a s i c  t r a v e l  a l lowance ,  which 
was K 300 p e r  a d u l t  pe r  y e a r ,  was r a i s e d  t o  K 500 p e r  year  on Janua ry  28, 
1980. S ince  August 12 ,  1980 Zambian a g r i c u l t u r a l  p roducers  have been 
e l i g i b l e  f o r  "generous h o l i d a y  a l lowances , "  provided t h e i r  o u t p u t  of  maize ,  
wheat ,  and soybeans exceeds  c e r t a i n  minimum l e v e l s .  For non-Zambian a g r i -  
c u l t u r a l  p roduce r s ,  e n t i t l e m e n t s  t o  f o r e i g n  exchange a r e  made a v a i l a b l e  i n  
t h e  e q u i v a l e n t  of  K 0.50 p e r  bag produced of  maize,  wheat ,  and soybeans 
above c e r t a i n  minimum l e v e l s .  

The r e g u l a t i o n s  on r e m i t t a n c e s  by f o r e i g n  n a t i o n a l s  employed i n  Zambia 
have changed r e p e a t e d l y  i n  t h e  d i r e c t i o n  o f  a less  l i b e r a l  t r ea tmen t  t h a n  
i n  1965. A t  p r e s e n t ,  f o r e i g n  n a t i o n a l s  employed on c o n t r a c t s  e n t e r e d  i n t o  
a f t e r  December 4 ,  1971 a r e  a l lowed t o  remit one t h i r d  o f  t h e i r  e a r n i n g s ,  
wh i l e  t hose  r e c r u i t e d  and s t i l l  employed under a c o n t r a c t  e n t e r e d  i n t o  
p r i o r  t o  t h a t  d a t e  a r e  a l lowed t o  remit one h a l f  o f  t h e i r  ea rn ings .  However, 
i n  1978 i t  was announced t h a t  f o r e i g n  n a t i o n a l s  a r e  n o t  e l i g i b l e  f o r  remit- 
t a n c e s  of  g r a t u i t i e s ,  l e a v e  pay, and t e rmina l  b e n e f i t s  a t  t h e  e x p i r y  o f  a 
c o n t r a c t  i f  t h e y  have been a v a i l i n g  themselves  o f  r e s i d e n t  a l lowances  
i n s t e a d  of  t h e  f a c i l i t y  f o r  t r a n s f e r  of ea rn ings .  I n  March 1980 i t  was 
announced t h a t  o n l y  one  t h i r d  of  t o t a l  l e a v e  pay cou ld  be t r a n s f e r r e d  
abroad and o n l y  w i t h i n  t h e  o v e r a l l  l i m i t  of  K 8,000, i n c l u d i n g  t h e  f u l l  
amount o f  any  g r a t u i t y .  

R e s t r i c t i o n s  on t r a n s f e r s  o f  p r o f i t s  and d i v i d e n d s  were in t roduced  
i n  1968. A t  p r e s e n t  p r o f i t s  and d i v i d e n d s  of  companies whose head o f f i c e s  
are abroad may be t r a n s f e r r e d  up t o  15 p e r  c e n t  o f  t h e  n o n r e s i d e n t  s h a r e  
o f  t h e  e q u i t y  c a p i t a l  o r  50 p e r  c e n t  of n e t  p r o f i t s  a c c r u i n g  t o  nonres iden t  
owners of  i n c o r p o r a t e d  companies,  whichever  i s  s m a l l e r .  E x p a t r i a t e  f a rmers  
a r e  pe rmi t t ed  t o  remit 12.5 pe r  c e n t  of  t h e i r  a f t e r - t a x  p r o f i t s .  A f u r t h e r  
10 p e r  c e n t  may be  he ld  t o  t h e i r  c r e d i t  e v e r y  yea r  f o r  e v e n t u a l  r e m i t t a n c e  
when t h e y  l e a v e  Zambia. S ince  September 1979 expat r ia te  f a rmers  have been 
pe rmi t t ed  t o  submit a p p l i c a t i o n s  f o r  r e m i t t a n c e s  o f  12.5 p e r  c e n t  o f  t h e i r  
s h a r e  of annual  a f t e r - t a x  p r o f i t s  earned  from p a r t n e r s h i p s  o r  p r i v a t e  l i m i t e d  
companies engaged i n  farming. P r e v i o u s l y ,  r e m i t t a n c e s  were r e s t r i c t e d  t o  
p r o f i t s  d e r i v e d  o n l y  from p r i v a t e  farming a c t i v i t y .  
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With r ega rd  t o  c a p i t a l  t r a n s f e r s ,  inward t r a n s f e r s  are no t  r e s t r i c t e d  
but  a l l  borrowing o u t s i d e  Zambia, excep t  shor t - te rm f i n a n c i n g  of i m p o r t s ,  
i s  s u b j e c t  t o  approval  o f  t h e  exchange c o n t r o l  a u t h o r i t i e s .  Outward t r a n s -  
f e r s  a r e  normal ly  n o t  permi t ted  f o r  r e s i d e n t s ,  and r e g u l a t i o n s  ex i s t  f o r  
t r a n s f e r s  by n o n r e s i d e n t s  aimed a t  s p r e a d i n g  r e p a t r i a t i o n  o f  cap i ta l  over  
a pe r iod  longer  than  t h r e e  yea r s .  In  1978 i t  was announced t h a t  p r o p o s a l s  
f o r  r e inves tmen t  of unremi t ted  p r o f i t s  and d i v i d e n d s  a r i s i n g  from pas t  
f o r e i g n  inves tmen t s  would be cons ide red  i f  t h e  r e inves tmen t  were i n  a g r i c l -  
t u r a l  o r  manufac tur ing  s e c t o r s .  Such approved r e inves tmen t s  would q u a l i f y  
f o r  r e p a t r i a t i o n  of  income i n  t h e  same manner as income from e x i s t i n g  
f o r e i g n  inves tments .  S t a r t i n g  i n  Janua ry  1981 t h e  r e m i t t a n c e s  o f  l i q u i d a t i o n  
proceeds  i s  n o t  pe rmi t t ed  on d i s c o n t i n u e d  b u s i n e s s  o f  f o r e i g n - c o n t r o l l e d  
companies o r  branches  i n  Zambia of  companies whose head o f f i c e s  a r e  s i t u a t e d  
abroad. 

e. Payments a r r e a r s  

E x t e r n a l  payments a r r e a r s  began t o  accumulate  i n  August 1975, and by 
t h e  t i m e  t h e  two-year stand-by arrangement  was in t roduced  amounted t o  K 478 
m i l l i o n .  The a n t i c i p a t e d  r e d u c t i o n  i n  a r r e a r s  subsequent  t o  t h e  i n t r o d u c t i o n  
o f  t h e  program d i d  no t  occur ,  because  of  unexpected t r a n s p o r t a t i o n  d i f f i c u l -  
t i es  a f f e c t i n g  copper  e x p o r t s ,  and t h e y  r o s e  f u r t h e r  t o  K 508 m i l l i o n  a t  
end-1978. However, because  of  t h e  l a r g e  decumula t ion  o f  copper  s t o c k s  as 
t r a n s p o r t a t i o n  improved, a r r e a r s  d e c l i n e d  i n  1979 and up u n t i l  t h e  end of 
May 1980, when t h e y  reached t h e i r  l owes t  level  of  K 300 m i l l i o n .  Since 
then  a r r e a r s  have i n c r e a s e d  s h a r p l y ,  r e a c h i n g  K 550 m i l l i o n  by t h e  end of 
J u l y  1981. Of t h e  o u t s t a n d i n g  amounts,  69 p e r  c e n t  r e p r e s e n t e d  a r r e a r s  
on impor t s  and impor t - r e l a t ed  i t e m s ,  10 p e r  c e n t  d i v i d e n d s  and p r o f i t s ,  and 
t h e  remainder  l o a n  repayments ,  p o r t  c l e a r i n g ,  f r e i g h t ,  and o t h e r  i n v i s i b l e s .  
The accumula t ion  o f  a r r e a r s  r e f l e c t s  i n  p a r t  t h e  f a c t  t h a t  some o f  t h e  
f o r e i g n  exchange r equ i r emen t s  have n o t  been t aken  i n t o  accoun t ,  o r  have 
been unde res t ima ted ,  i n  de t e rmin ing  f o r e i g n  exchange a l l o c a t i o n s  f o r  impor ts  
when l i c e n s e s  a r e  i ssued .  There are no arrears on s e r v i c e  payments on 
c o n t r a c t u a l  deb t .  

In t h e  a d m i n i s t r a t i o n  o f  a r r e a r s ,  s e t t l e m e n t s  a r e  g e n e r a l l y  made i n  
c h r o n o l o g i c a l  o rde r .  However, i n  c e r t a i n  cases s p e c i a l  a l l o c a t i o n s  are 
made f o r  set t lement  of  arrears r e l a t e d  t o  payments f o r  e s s e n t i a l  goods,  
i n  o r d e r  t o  ensu re  con t inued  s u p p l i e s  and ,  i n  some c a s e s ,  t o  prevent  
d i s r u p t i o n  i n  e x i s t i n g  c r e d i t  a r rangements .  1 /  Whenever payments f o r  
impor t s  o f  goods and s e r v i c e s  f a l l  due ,  r e s i 2 e n t s  must d e p o s i t  t h e  l o c a l  
c u r r e n c y  e q u i v a l e n t  o f  t h e  f o r e i g n  exchange w i t h  t h e  commercial banks,  
which a r e  r e q u i r e d  i n  t u r n  t o  t r a n s f e r  them t o  t h e  Bank of  Zambia. When 
t h e  f o r e i g n  exchange e v e n t u a l l y  i s  made a v a i l a b l e  f o r  sett lement,  t h e  
impor t e r  must cover  t h e  c o s t  i n  l o c a l  c u r r e n c y  a t  t h e  p r e v a i l i n g  exchange 
r a t e .  On d e p o s i t s  lodged wi th  commercial  banks ( i n  excess  of  K 8,000),  
t h e  d e p o s i t o r  e a r n s  i n t e r e s t  a t  2 p e r  c e n t  pe r  annum. 

1/ Payments f o r  p r i o r i t y  impor t s  (e .g . ,  f u e l ,  f e r t i l i z e r s ,  and c e r t a i n  
pha rmaceu t i ca l s )  a r e  made on a c a s h  b a s i s .  
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Changes i n  t h e  Exchange and Trade System 

Changes i n  1981 

January  20. The Bank o f  Zambia w i l l  no t  c o n s i d e r  any a p p l i c a t i o n  f o r  
t h e  t akeove r  of  any company i n  Zambia which i s  owned wholly o r  p a r t l y  by 
persons o r  companies r e s i d e n t  i n  f o r e i g n  c o u n t r i e s .  S i m i l a r l y ,  t h e  Bank 
of Zambia w i l l  no t  c o n s i d e r  u n t i l  f u r t h e r  n o t i c e  any a p p l i c a t i o n  f o r  remit- 
t ance  of l i q u i d a t i o n  proceeds  on d i s c o n t i n u e d  bus iness  of  f o r e i g n - c o n t r o l l e d  
companies or branches  i n  Zambia of  companies whose head o f f i c e s  are s i t u a t e d  
abroad. The Bank of  Zambia w i l l  no longe r  p e r m i t  any  i n d i v i d u a l s  o r  companies 
t o  open bank accoun t s  i n  o t h e r  c o u n t r i e s  even i f  t h e  account  i s  t o  be used 
f o r  conduct ing  bus iness .  

Apr i l  29. The Bank of  Zambia suspended commercial banks'  a u t h o r i t y  t o  
approve a p p l i c a t i o n s  f o r  imports .  U n t i l  f u r t h e r  n o t i c e ,  a l l  a p p l i c a t i o n s  
t o  e s t a b l i s h  l e t t e r s  o f  c r e d i t  o r  t o  pay f o r  due b i l l s  o f  exchange w i l l  
need t h e  approval  of  t h e  Bank of Zambia. A p p l i c a t i o n s  must be accompanied 
by a s u p p l i e r ' s  i n v o i c e ,  impor t  l i c e n s e ,  ev idence  of  r e c e i p t  o f  goods i n  
Zambia i f  goods have a l r e a d y  been r e c e i v e d ,  and a c l e a n  r e p o r t  o f  f i n d i n g  
by t h e  SocigtG GGnCrale de  S u r v e i l l a n c e .  

Local i m p o r t e r s  a r e  not  pe rmi t t ed  t o  a v a i l  themselves  of  short- term 
overseas  f i n a n c i n g  f a c i l i t i e s  wi thout  t h e  s p e c i f i c  p r i o r  approval  of t h e  
Bank of Zambia. 

May 1. NO b i l l s  of  exchange,  a c c e p t a n c e s  o r  any such  o t h e r  i n s t rumen t s  
may be placed i n  t h e  payment p i p e l i n e  u n l e s s  t h e y  a r e  approved by t h e  Bank 
of Zambia. 

Overseas  b i l l s  o f  exchange he ld  by commercial banks i n  Zambia and placed 
i n  t h e  payment p i p e l i n e  p r i o r  t o  May 1,  3981 w i l l  be a l lowed t o  run t h e i r  
f u l l  course  but  may n o t  be r ep laced  by o t h e r  b i l l s  o f  exchange o r  r o l l e d -  
over  a t  ma tu r i ty .  

A l l  b i l l s  o f  exchange and o t h e r  i n s t r u m e n t s  n e g o t i a t e d  p r i o r  t o  May 1, 
1981 w i l l  r e q u i r e  r e g i s t r a t i o n  wi th  t h e  Bank of Zambia accompanied by t h e  
fo l lowing  documents: ( 1 )  ev idence  of  t h e  o r d e r  by t h e  Zambian impor t e r ;  
( 2 )  s u p p l i e r ' s  i n v o i c e ;  and ( 3 )  import  l i c e n s e s  t o g e t h e r  w i th  a r e p o r t  by 
t h e  SociEtG GGn6rale de  S u r v e i l l a n c e .  

A l l  impor ts  i n t o  Zambia must be f inanced  by l e t t e r s  o f  c r e d i t  w i th  
minimum terms of 30 days  excep t  impor ts  under  s u p p l i e r s '  c r e d i t s :  

a.  The approval  of t h e  Bank of  Zambia must be  o b t a i n e d  be fo re  any 
l e t t e r  of  c r e d i t  i s  i s s u e d  by a commercial bank. This  a p p l i e s  i n  r e spec t  
of l e t t e r s  of c r e d i t  a l l owing  f o r  usance drawings  and t h o s e  i s sued  a g a i n s t  
t h e  p rov i s ion  of e x t e r n a l  c a s h  cover  upon which s i g h t  drawings w i l l  be 
made. A s  h i t h e r t o ,  t h e  opening of l e t t e r s  of  c r e d i t  w i l l  be s u b j e c t  t o  
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normal banking p r a c t i c e .  
t o  t h e  commercial bank t h a t  t h e  goods have been imported i n t o  Zambia, 
w i t h i n  30 d a y s  o f  c l e a r i n g  t h e  goods o r  w i t h i n  6 months from t h e  d a t e  
s t a t e d  i n  t h e  exchange c o n t r o l  form I ,  whichever is  e a r l i e r .  

Impor te rs  w i l l  be r e q u i r e d  t o  provide  evidence 

The Bank of  Zambia w i l l  n o t i f y  commercial banks e v e r y  s i x  months as  
r e g a r d s  t h e  t o t a l  amount of  l e t t e r s  o f  c r e d i t  each  bank may open. T h i s  
l i m i t  may n o t  be exceeded. T h i r t y  p e r  c e n t  o f  a l l  l e t t e r s  o f  c r e d i t  t o  
be opened w i l l  be reserved  s p e c i f i c a l l y  f o r  t h e  i m p o r t a t i o n  o f  e s s e n t i a l  
commodit ies ,  i . e . ,  s o a p s ,  d e t e r g e n t s ,  e d i b l e  f a t s  and cooking o i l ,  s a l t ,  
d a i r y  p r o d u c t s ,  maize and s t o c k f e e d s ,  p a r a f f i n  and petroleum p r o d u c t s ,  
c a n d l e s ,  baby foods ,  t o i l e t  p a p e r ,  matches,  medic ines  and d r u g s ,  
f e r t i l i z e r ,  and r ice .  

b. A l l  arrangements  e n t e r e d  i n t o  by i m p o r t e r s  w i t h  f o r e i g n  s u p p l i e r s  
f o r  t h e  s u p p l y  of  goods on c r e d i t  must be approved by t h e  Bank of  Zambia. 
This a p p l i e s  t o  both  e x i s t i n g  s u p p l i e r  c r e d i t  l i n e s  which t h e  impor te r  may 
wish t o  c o n t i n u e  u t i l i z i n g  and t o  proposed new c r e d i t  l i n e s .  A l l  such c r e d i t  
l i n e  arrangements  a r e  r e q u i r e d  t o  be i n c o r p o r a t e d  i n t o  a formal  document, t o  
be i s s u e d  by t h e  f o r e i g n  s u p p l i e r  o f  c r e d i t ,  g i v i n g  t h e  fo l lowing  informa- 
t i o n :  (1) maximum t o t a l  amount i n  f o r e i g n  c u r r e n c y  t o  be  f i n a n c e d  over  t h e  
d u r a t i o n  o f  t h e  f a c i l i t y  and t h e  maximum ra t e  of u t i l i z a t i o n ;  ( 2 )  terms o f  
drawings;  and ( 3 )  ra te  of  i n t e r e s t  t o  be charged on o u t s t a n d i n g  drawings.  

A l l  a p p l i c a t i o n s  i n  r e s p e c t  of  e x i s t i n g  l i n e s  o f  c r e d i t  which impor te rs  
may wish t o  c o n t i n u e  t o  use a r e  t o  be  submi t ted  t o  t h e  Bank o f  Zambia 
wi thout  de lay .  A s  r e g a r d s  c r e d i t  l i n e s  i n  t h e  c o u r s e  o f  n e g o t i a t i o n  o r  t o  
be a r ranged  i n  f u t u r e ,  i m p o r t e r s  may n o t  e n t e r  i n t o  any commitments wi thout  
t h e  p r i o r  approval  o f  t h e  Bank of Zambia. 

A l l  a p p l i c a t i o n s  a r i s i n g  from t h e  f o r e g o i n g  a re  t o  be submi t ted  through 
t h e  i m p o r t e r ' s  commercial bank. Commercial banks a r e  r e q u i r e d  t o  submit  
t o  t h e  Bank of  Zambia a weekly r e t u r n  o f  c r e d i t  opened and due t o  mature  
i n  t h e  n e x t  90 days.  This  r e t u r n  must provide  t h e  f o l l o w i n g  informat ion:  
( 1 )  t h e  name of  t h e  i m p o r t e r ;  ( 2 )  t h e  Bank of  Zambia's a p p r o v a l  number; 
( 3 )  t h e  import  l i c e n s e  number; ( 4 )  t h e  S o c i g t 6  G6n6rale d e  S u r v e i l l a n c e  
number; ( 5 )  t h e  amount o f  c r e d i t ;  and ( 6 )  due d a t e .  

May 23. A l l  r e s i d e n t s  who i n t e n d  t o  import  i n t o  Zambia goods which 
do n o t  i n v o l v e  payments i n  f o r e i g n  exchange w i l l  be r e q u i r e d  t o  o b t a i n  t h e  
a p p r o v a l  o f  t h e  Bank of Zambia b e f o r e  a p p l y i n g  t o  t h e  M i n i s t r y  of Commerce 
and I n d u s t r y  f o r  a "no cur rency"  import  l i c e n s e .  A l l  a p p l i c a t i o n s  must be 
accompanied, where a p p l i c a b l e ,  by t h e  f o l l o w i n g  i n f o r m a t i o n :  (1) t h e  
ev idence  o f  payment made f o r  goods and f r e i g h t ;  ( 2 )  t h e  e v i d e n c e  o f  t h e  
s o u r c e  of f o r e i g n  exchange; and (3 )  any o t h e r  document which a u t h e n t i c a t e s  
t h a t  payment h a s  been made i n  f o r e i g n  exchange. 

J u n e  14. A l l  i m p o r t s  i n t o  Zambia w i l l  be f i n a n c e d  by l e t t e r s  of  
c r e d i t s  w i t h  minimum terms o f  90 days.  A l l  o t h e r  c o n d i t i o n s  t h a t  were 
e f f e c t i v e  May 1 remain unchanged. 
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Table I. Zambia: Gross Domestic Product by Industrial Origin, 1977-80 

(In millions of kwacha) 

1977 1978 1979 1980 - 1/ 

(At current prices) 

Agriculture, forestry, and fishing 
Of which: subsistence sector 

Mining and quarrying 
Manufacturing 
Electricity, gas, and water 
Construction 
Commerce 2 /  
Transport, communications, and storage 
Financial services ?/ 
Community, social, and personal 
services 

Import duties 
Less: imputed bank service charges 

GDP 

Agriculture, forestry, and fishing 
O f  which: subsistence sector 

Mining and quarrying 
Manufacturing 
Electricity, gas, and water 
Construction 
Commerce 2/  
Transport, communications, and storage 
Financial services 31 
Community, social, and personal 
services 

Import duties 
Less: imputed bank service charges 

GDP 

321.5 
(211.5) 
233.7 
314.0 

50.5 

261.4 
134.4 
155.5 

345.5 
49.0 

-22.5 
1 ,951 .5  

loa .  5 

16.5 
(10.8) 
1 2 . 0  
1 6 . 0  

2.6 
5.5 

13.4 
6.9 
8 .0  

17.7 
2.5 

-1.2 
100.0 

357.8 375.0 433.8 
(245.0) (270.0) (295.0) 
286.8 483.7 515.8 
383.9 433.3 511.2 

48.5 51.8 54.0 
105.4 106.2 110.0 
301.1 361.8 455.6 
1 4 2 . 1  168.8 200.1 
166.5 190.9 204.9 

382.0 420.2 492.3 
50.0 60.0 80.0 

2,200.6 2,622.9 3,027.2 
-23.5 -28.8 -30.5 

(As per cent of total) 

1 6 . 3  1 4 . 3  
(11.1) (10.3)  
13.0 18.6 
1 7 . 4  1 6 . 5  

2.2 2.0 
4.8 4 .0  

13.7 13.8 
6.4 6.4 
7.6 7 . 3  

1 4 . 3  

1 7 . 0  
1 6 . 9  

1 . 8  
3.6 

15.1 
6.6 
6.7 

(9 .7 )  

17 .4  16.2 1 6  .3 
2 .3  2.3 2.6 

-1.7 -1.1 -1.0 
100.0 100.0 100.0 

Sources: Central Statistical Office, Monthly Digest of Statistics; and data 
provided by the Zambian authorities. 

- I/ Provisional. 
- 21 Including hotels and restaurants and business services. 
- 31 Including insurance and real estate. 
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Table  11. Zambia: Gross Domestic Product  by I n d u s t r i a l  O r i g i n ,  1977-80 

( I n  m i l l i o n s  o f  kwacha a t  c o n s t a n t  (1970) p r i c e s )  

1977 1978 1979 1980 - 1/ 

A g r i c u l t u r e ,  f o r e s t r y ,  and f i s h i n g  168.2 

Mining and q u a r r y i n g  469.7 
Manufactur ing 141.4 
E l e c t r i c i t y ,  g a s ,  and water 57.8 
C o n s t r u c t i o n  90.4 
Commerce 21 146.8 
Transport; communications , and s t o r a g e  61.5 
F i n a n c i a l  services 3-1 93.6 
Community, s o c i a l ,  and p e r s o n a l  s e r v i c e s  190.0 
Import  d u t i e s  16.0 

GDP 1 ,424 .4  

Of which: s u b s i s t e n c e  s e c t o r  (105.8) 

Less: imputed bank s e r v i c e  c h a r g e s  -11.0 

A g r i c u l t u r e ,  f o r e s t r y ,  and f i s h i n g  
Of which: s u b s i s t e n c e  s e c t o r  

Mining and q u a r r y i n g  
Manufactur ing 
E l e c t r i c i t y  , gas , and water  
C o n s t r u c t  i o n  
Commerce 2 /  
Transport: communications,  and s t o r a g e  
F i n a n c i a l  s e r v i c e s  2/ 
Community, s o c i a l ,  and p e r s o n a l  s e r v i c e s  
Import d u t i e s  

GDP 
Less: imputed bank s e r v i c e  c h a r g e s  

11.8 
(7.4) 
33.0 

9.9 
4.1 
6 .3  

10.3 
4 . 3  
6 .6  

1 3 . 3  
1.1 

-0.8 
100.0 

169.0 
(108.5) 
504.8 
152.0 

58.3 
82.0 

148 .0  
6 2 . 1  
88.8 

191.0 
1 2 . 0  
-9.2 

1 ,458 .8  

153.4 
(105.8) 
405.3 
151.9 

62.6 
77.6 

146.8 
64 .3  
94.2 

188.6 
11.5 

-10.1 
1 , 3 4 2 . 1  

166.5 
(109.0) 
411.1 
152.7 

66.7 
68.6 

156.6 
67.1 
8 9 . 1  

189 .3  
13 .0  

1 , 371.8 
-8.9 

( A s  p e r  c e n t  o f  t o t a l )  

11.6 

34.6 
10.4 

4 . 0  
5.6 

10.1 
4.2 
6 . 1  

13.1 
0.8 

-0.6 
100.0 

(7 .4 )  
11 .4  
(7 .9)  
30.2 
11 .3  
4.7 
5.8 

10.9 
4.8 
7.0 

1 4 . 1  
0.8 

-0.7 
100.0 

1 2 . 1  
(7.9) 
30.0 
11.1 

4.9 
5 .0  

1 1 . 4  
4 .9  
6 . 5  

13 .8  
0.9 

-0.6 
100.0 

Sources :  C e n t r a l  S t a t i s t i c a l  Off ice ,  Monthly D i g e s t  of  S t a t i s t i c s ;  and d a t a  
p rov ided  by t h e  Zambian a u t h o r i t i e s .  

- 11 P r o v i s i o n a l .  
- 21 I n c l u d i n g  h o t e l s  and r e s t a u r a n t s  and b u s i n e s s  s e r v i c e s .  
- 31 I n c l u d i n g  i n s u r a n c e  and real  es ta te .  
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Table 111. Zambia: Gross Domestic Product by 
Type of Expenditure , 1977-80 

1977 1978 1 9 7 9  1980 - 11 

GDP at 1970 prices, adjusted 
for changes in terms of 
trade 2-1 928.2 954.8 859.4  849.9 

Government consumption 
Private consumption 
Gross fixed investment 

Final expenditure 

Changes in stocks 
Net exports of goods and 
nonfactor services 
Exports 
Less : imports 

GDP 

Government consumption 
Private consumption 
Gross fixed investment 

Final expenditure 

Changes in stocks 
Net exports of goods and 
nonfactor services 
Exports 
Less: imports 

Statistical discrepancy 

GDP 

Memorandum item: 

(In millions of kwacha at current prices) 

553.3 591.0  6 8 0 . 8  835.3 
724.5 971.7 1 , 2 7 9 . 1  1 ,767.7  
668.0  555.0  472.0  594.0  

1 ,945.8  2,117.7 2 ,431.9  3,197 .O 

7.0 100.0 -74.0 5 5 . 0  

-1 .3  - 1 7 . 1  2 6 5 . 0  -224.8 
788.4  749.2  1 , 1 7 9 . 0  1 , 0 6 6 . 9  
789.7 766.3  914.0  1 ,291.7  

1 , 9 5 1 . 5  2 ,200.6  2 ,622.9  3,027.2 

(In millions of kwacha at constant ( 1 9 7 0 )  prices) 

277 .O 255.7 247.6 258.0 
407.5 476.4 523.8  638.0  
304.0 213.0  1 5 4 . 0  1 6 2 . 0  

988.5 945.1  925.4  1 , 0 4 8 . 0  

-0.2 91.0 -50 .0  30.0 

495.6 498.2 3 9 8 . 3  230.4 
813.0  747.7 6 3 8 . 3  488.5 
317.4 249.5 240.0 258.1  
-59.5 -75.5 6 8 . 4  6 3 . 4  

1 , 4 2 4 . 4  1 ,458.8  1 , 3 4 2 . 1  1 , 3 7 1 . 8  

Sources: Central Statistical Office, Monthly Digest of Statistics; and data 
provided by the Zambian authorities. 

- 1 f Provisional. 
- 2 /  I.e., exports deflated by the import price. 
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Table Ill. Zambia: Area Under Cultivation f o r  
Selected Crops, 1976177-1979180 

(In hectares) 

1 9 7 6 / 7 7  19771  78 1 9 7 8 / 7 9  1 9 7 9 / 8 0  

Maize 485,000 595 ,000  335 800 540,000 

Groundnuts 102 ,000  1 3  7,000 43 200 25 ,552 

Sunflower seeds 24 ,000  23 ,900  24 ,800  30 ,791  

Cotton 10 ,509  21 ,440  24 ,000 30 ,300 

Soya beans 1 , 2 0 0  2 ,200  2 ,200 3 ,700  

Wheat 1 , 7 0 0  1 ,585  1,600 2,400 

Tobacco 

Rice 

Sugar 

... 3,700 4 , 7 0 0  ... 

... ... 3 ,100  5 , 1 0 0  

9 ,600  1 0 , 3 0 0  1 0 , 0 0 0  10,000 

Source: Data provided by the Zambian authorities. 
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T a b l e  VII. Zambia: Average Annual Earnings L/ by Economic Sector,  1974-78 

( In  kwacha) 

Sector  Group 1 9  74 1975 1976 1977 1978 

Agricul ture ,  f o r e s t r y ,  Zambian 
and f i sh ing  Non-Zambian 

Mining and quarrying Zambian 
No n-Zambi an 

Manufacturing Zambian ' 

Non-Zambian 

E l e c t r i c i t y  and water Zambian 
No n-Zamb i an 

Construction and a l l i e d  Zambian 
repairs Non-Zambian 

Transport and communi- Zambian 
ca t ions  Non-Zambian 

D i  s t r ibu t i on, r e s t au ran t  s , 
ho te l s  Non-Zambian 

Zambian 

Finance, insurance,  Zambian 
business se rv i ces  Non-Zambian 

Community s o c i a l ,  personal Zambian 
se rv ices  Non-Zambian 

A l l  s e c t o r s  Zambian 
Non-Zambian 

44 5 
2,602 

1 , 7 0 1  
6,629 

1 , 0 7 1  
5,866 

80 3 
6,062 

7 16 
4 ,371 

1,397 
4,653 

1 ,019 
5,066 

1 ,356 
6,947 

1 ,299 
4,168 

1,122 
5,389 

453 
2,524 

1 ,478 
6,784 

1,179 
5,657 

1,042 
7,835 

764 
6,868 

1,834 
7,377 

1,018 
5,316 

1 , 6 4 1  
7,528 

1,259 
3,859 

1,140 
5,572 

604 
3,490 

2,510 
10,304 

1,696 
8,650 

1,482 
7,819 

906 
4,109 

1,830 
5,301 

1,420 
7,743 

1,927 
6,696 

1,370 
4,149 

1,478 
6,858 

63 9 
3,547 

2,632 
10,704 

1,529 
7,758 

1,509 
8,263 

883 
4,436 

2,103 
6,359 

1,564 
7,873 

2,031 
7,148 

I, 384 
4,034 

1,566 
7,086 

723 
2,667 

2 ,521 
7 ,940 

1,878 
9,672 

1,442 
9,686 

1,199 
6,754 

2,059 
6,924 

2,042 
8,942 

1,912 
9,825 

1,622 
4,047 

1,740 
6,887 

Source: Central  S t a t i s t i c a l  Office,  Monthly Digest of S t a t i s t i c s ,  

1/ Average annual cash earnings based on December quarter .  Earnings in kind, and employers' 
con t r ibu t ion  t o  pension funds, are not  included. 
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Table V I I I .  Zambia: Numbers i n  Paid Employment LJby Economic Sec to r ,  1975-80 

1979 ?/ - 1900.21 Group 1975 1976 1977 1970 

Agr i cu l tu re ,  fo re s t ry , and  Zambian 34,960 32,360 30,510 30,320 
f i s h i n g  Non-Zambian 1,530 1,150 1,400 1,070 

T o t a l  36.490 33,510 30,910 31,390 

Mining and quarrying Zambian 56,510 54,190 55,590 54,800 
Non-Zambian 10,250 12,510 8,500 7,850 
T o t a l  67,760 66,700 64,090 62,650 

Manuf act  uring 

E l e c t r i c i t y  and vater 

Construct ion and repairs 

Transport  and communica- 
t ions 

M s t r i b u t i o n ,  r e s t a u r a n t s ,  
and h o t e l s  

Finance,  e tc .  

Community, social  and 
personal s e r v i c e s  

A l l  s e c t o r s  

Zambian 
No n-Zamb ian 
T o t a l  

Zambian 
Non-Zambian 
T o t a l  

Zambian 
Non-Zambian 
T o t a l  

Zambian 
No n- Zambi an 
To ta l  

Zambian 
Non-Zambian 
To ta l  

Zambian 
Mon-Zambian 
T o t a l  

Zambian 
N o n - h b i a n  
To ta l  

Zambian 
Non-Zambian 
T o t a l  

41,680 
2,990 

44,670 

4.520 
380 

4,900 

69,220 
4.590 

73,810 

20,730 
1,610 

22,340 

32,980 
3,260 

36,240 

16,070 
1,910 

17,980 

88,660 
6,990 

95,650 

365,330 
33,510 

390,040 

41,030 
2,730 

44,560 

5,210 
3 70 

5,580 

51,300 
3,490 

54,790 

20,540 
1,490 

22,030 

31,810 
2,400 

34,120 

16,880 
1.950 

18,830 

92,190 
7,000 

99,190 

346,310 
33,090 

379,400 

43,780 
2.670 

46,450 

7,250 
310 

7,560 

47,710 
3,030 

50,270 

19,370 
1,170 

20,540 

31,130 

33,070 

16,700 
1,450 

18.150 

93,280 
6,840 

100,120 

1,940 - 

345,320 
27,310 

372,630 

43,480 
2,400 

45,880 

6,670 
280 

6,950 

42,680 
2,340 

45,020 

21,120 
9 90 

22,110 

31,260 
2,010 

33,270 

19,730 
1,260 

20,990 

94,420 
6.630 

101,050 

344,480 
24,030 

369,310 

Source: Cen t ra l  S t a t i s t i c a l  Of f i ce ,  Monthly Digest  of S t a t i s t i c s .  

32,570 37,130 
2,020 2,460 

34,590 39,590 

52,860 54,970 
6,360 5,720 

59,220 60,690 

48,030 
2,670 

50,700 

7,520 
290 

7,810 

37,790 
2,340 

40,130 

20, 000 
1,100 

21,900 

31.720 
1,650 

33,370 

19,320 
1,200 

20,520 

96,810 
6,930 

103,740 

347,420 
24,560 

371,900 

46,590 
2,400 

40,990 

7,580 
280 

7,860 

41,950 
1,680 

43,630 

24,130 
1,240 

25,370 

31,090 
1,580 

32.670 

19,710 
1,440 

21,150 

97,970 
6,170 

104,140 

361,120 
22,970 

384,090 

- 1/ Average for t h e  June q u a r t e r ,  excluding domestic service. 
- 2/  Prel iminary cetimater 
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T a b l e  I X .  Zambia: B u d g e t a r y  S u b s i d i e s ,  1974-81 

( I n  m i l l i o n s  of kwacha) 

1981 - 
1974 1975 1976 1977 1978 1979 1980 Budget 

T o t a l  s u b s i d i e s  

Maize 
F e r t i l i z e r  
M a r k e t i n g  a g e n c i e s  - 1/ 
NAMBOARD 
O t  h e r s  

of which:  t o b a c c o  
Rura 1 Deve 1 opmen t 

Cold S t o r a g e  Board 
Counci l  

47.4 - 
12.3 

8.4 
6.8 

19.9 
(2.9) 

-- 

82.8 - 
19.8 
32.9 
3.8 -- 

26.3 
(3.4) 

59.8 

22.0 
22.1 

9.5 

6.2 
-- 

(2.2) 

66.2 

26.4 
17.7 
15.9 -- 

6.2 
(2.3) 

42.1 105.3 213.7 - - -  
18.0 12 .0  97.2 
12.2 6.3 50.0 
5.4 5.2 11.5 -- 74.6 23.8 
6.5 7.2 31.2 

(2.7) (3.5) (19.5) 

(1.2) (1.1) (0.8) 
(2.0) ( 1 . 6 )  (2.0) 

124.7 

39.9 
37.9 
25. a -- 
21.1 

(11.8) 

S o u r c e s :  M i n i s t r y  of F i n a n c e ,  F i n a n c i a l  R e p o r t s  ( A n n u a l ) ,  1974-80; E s t i m a t e s  of Revenue 
-?d E x p e n d i t u r e ,  1981; a n d  d a t a  p r o v i d e d  by t h e  M i n i s t r y  of F inance .  

1/ Covers s u b s i d i e s  on a v a r i e t y  of c r o p s  and a g r i c u l t u r a l  i n p u t s  c h a n n e l e d  t h r o u g h  
rural  c o o p e r a t i v e s .  
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T a b l e  XI. P r i n c i p m l  S u b m i d i a r y  a n d  A s s o c i a t e d  Companies  o f  ZMCO, by S e c t o r .  
March ,  1 9 8 0  

ZIKO E q u i t y  P a r t i c i p a t i o n  

Company 

I n d u s t r i a l  
Anros I n d u s t r i e s ,  Ltd.  
C h i l a n g a  Cement ,  L td .  
Choma K i l l i n g  Company, L td .  
C o n s o l i d a t e d  T i r e  S e r v i c e s ,  Led. 
C r u s h e d  S t o n e  S a l e s ,  L td .  
Eagle T r a v e l ,  L td .  
G e n e r a l  P h a r m a c e u t i c a l s ,  L t d .  
INDECO, L td .  ( I n d u a t r i a l  

I n d e c o  H i l l i n g ,  L td .  
I n d e c o  P r o p e r t i e s ,  L td .  
I n d e c o n s u l  t ,  Ltd .  
Rabue I n d u s t r i a l  F a b r i c s .  L td .  
K a f i r o n d a ,  L td .  
K a f u e  E s t a t e s ,  Led. 
Kafue  T e x t i l e s  o f  Zambia ,  L td .  
K a p i r i  G l a s s  P r o d u c t s ,  L td .  
Kasama V e h i c l e  A s s e m b l e r s ,  L t d .  
L i v i n g s t o n e  Motor  Assemblerm,  Ltd .  
Luangva I n d u s t r i e s ,  Led. 
Lusaka  E n g i n e e r i n g  Company, L td .  
Hansa B a t t e r i e s ,  L td .  
M e t a l  F a b r i c a t o r s  o f  Zambia,  L td .  
Monarch Zambia ,  L td .  
Motor  P a r t s  D i s t r i b u t o r s ,  L td .  
H w a i s e n i  P r o p e r t i e s ,  L td .  
Nskambala E s t a t e s ,  L td .  
N a t i o n a l  B r e v e r l e s .  L td .  
N a t i o n a l  H i l l i n g  Company, Led. 
N i t r o g e n  C h e m i c a l s  of Zambia,  Led. 
N o r g r o u p  P l a s t i c s ,  L t d .  
ROP ( 1 9 7 5 ) ,  L td .  
Rucom I n d u s t r i e s .  L td .  
Supa Baking, Ltd .  
Weld ing  E l e c t r o d e s ,  L td .  
Zambezi Saw M i l l s  ( 1 9 6 8 ) .  L td .  
Zambia Breveries, Ltd .  
Zambia C l a y  I n d u m t r i e s .  L td .  
Zambia Oxygen. Ltd.  
Zambia S u g a r  Compmny. Ltd .  
Zsmefa S a l e s ,  Ltd.  

Development  C o r p o r a t i o n ,  Led.) 

ASSOCIATE CCMPANIES 
t u n c a n ,  G i l b e y  and  Mathemon 

Dunlop  Zambia.  Ltd.  
tikwasi U s n u f a c t u r i n g  Company, Ltd.  
S c a v ,  Ltd .  

( Z ) ,  Ltd.  

U i n i n g  
Nchanga C o n s o l i d a t e d  Copper 

RQI D r i l l i n g ,  Ltd.  
RCM l iouse P r o p e r t i e s .  L td .  
Roan C o n s o l i d a t e d  Mines ,  L td .  
h m b i a  E n g i n e e r i n g  Servicem. L t d .  

JOINTLY (NtED BY R M  AND NCM 
C o p p e r  I n d u m t r y  S e r v i c e 8  B u r e a u  
CoDn-rbe l t  Power CapaUY.  Ltd .  
Usamba C o l l i e r i e s ,  L t d .  
Uemaco S e r v i c e s .  L td .  
Uetal M a r k e t i n g  C o r p o r a t i o n  of 

H i n d e c o  Lumvmnr. Ltd .  
H i n d e c o  Noranda ,  Lcd. 
U i n d e c o  S m a l l  H i n e r .  L td .  
nines Air S e r v i c e s ,  L td .  
M i n i n g  T i m b e r s ,  L td .  
mknmbo  D e v e l o p e n t  Company, L td .  
h 1 u n g u s h i  I n v e s t m e n t s ,  L t d .  
N d o l s  Lime Company, L t d -  
Zambia A p p o i n t m e n t s ,  Lfd .  

Mines, Ltd .  

Zambia,  L t d .  

( I n  Der c e n t )  

80 
100 
100 
100 
100 

5 1  
100 

100 
100 
100 
100 
100 

54 
100 

55  
8S 
60 
70 

100 
60 
79 
5 1  

100 
100 
100 

7 8  
51 
5 1  

100 
100 
100 
100 
100 

5 1  
100 

5 5  
100 

5 1  
78 
51 

40 
23 
5 
2 

60 
60.6 
60.6 
60.6 
60 

60.3 
60.3 

100 
100 

100 
60 
51 

100 
60.3 
60.3 
51 
60.3 
60.3 
60.3 

A g r i c u l t u r e  a n d  R u r a l  D e v e l o p a t  
A f r i c a n  F a r m i n g  E q u i p e n t  Company, L! 
A g r i c u l t u r a l  F i n a n c e  Company, L td .  
Cattle F i n a n c e  Conpany,  L t d .  
Kdola F a r m ,  L td .  
Ksvsmbva Tern Company, L td .  
P o u l t r y  D e v e l o p e n t  Company, Ltd .  
R u r a l  Air Services. L t d .  
Rural Development  C o r p o r a t i o n .  Ltd .  
Zsmbia @ r i c u l t u r a l  D e v e l o p r e n t  

Zambia P o r k  P r o d u c t s ,  L t d .  
Zambia S e e d  Company, L td .  

Company, Led. 

:d. 

E n e r g y  
S h e l l  a n d  BP Zsmbia ,  Led. 
T a u m a  P i p e s l i n e s .  L td .  
Zambia E l e c t r l c i t y  S u p p l y  

Zmbia  N a t i o n a l  E n e r g y ,  Ltd .  

ASSOCIATE COWPANIES 
A g i P  (2)s L t d -  
I n d e n i  P e t r o l e u m  R e f i n e r y  Compury, Ltd .  

C o r p o r a t i o n .  Ltd .  

F i  n a n c e  
Atlas P r o p e r t i e s  o f  L u s a k a ,  Ltd .  
Atlas P r o p e r t i e n  of Ndola, L td .  
Auto  Care, Ltd .  
A v o n d a l e  H o u s i n g  P r o j e c t ,  L td .  
CBZ P r o p e r t i e s ,  L td .  
C i t y  R a d i o  a n d  R e f r i g e r a t i o n  

Mutus1 P r o p e r t i e s ,  L td .  
Zambia N a t i o n a l  Comercial h k ,  Ltd .  
Zambia N a t i o n a l  I n s u r a n c e  

B r o k e r s .  L td .  
Zambia S t a t e  I n m u r a n c e  

C o r p o r a t i o n .  L t d .  

( 1 9 7 5 ) .  L td .  

hanmport 
C o n t r a c t  F h u l s g s .  L td .  
N a t i o n a l  Air C h a r t e r s .  L td .  
U n i t e d  Bus Company of Zambia ,  L t d .  

Zambia R . i l v a y m  

ASSOCIATE COUPAIR 
Z a m b L  T a n z a n i a  b a d  Services. L td .  

Zambia Alrusym C o r p o r a t i o n  

rnt.1. 
R m t i o n a l  R o t c l m  D e v c l o p e n t  

t i b i a  Eotcl Ropertiem, L t d .  

Conmuer h y i n g  Corporation of ' 

W8dic.l Storcm. Lad. 
Ik.ireni Stores, Ltd .  
b C i O M 1  hug Company. Ltd .  
N a t i o n a l  I m p o r t  a n d  Export 

C o r p o r a t i o n .  Lcd. 
NIEC A g e n c i e s .  L td .  
NIEC O v e r s e a s  S e r v i c e a  Zambia.  L td .  
NIEC S t o r e s ,  L td .  
Zambia National W h o l e s a l e  a n d  

Corporation. Ltd .  

hading 

Zambia. Ltd .  

h r h t i n g  Company, L td .  

O t h e r s  
Pomtm a n d  T e l e c - n i c a t i o n s  

T r a n s p o r t  H o l d i n g s  of Zambia ,  L td .  
Zambia N s t i o n a l  B u i l d i n g  

Corporation 

i a  
100 
100 
100 
100 
100 
100 
100 

100 
100 
100 

5 1  
67  

100 
100 

50 
50 

100 
100 

75 
1 0 0  

99. a 
100 
100 

99.8  

7 0  

100 

100 
100 
100 
100 
100 

3 5  

100 
eo 

b7 
100 

7 5  
51 

10 
5 1  

100 
100 

100 

100 
100 

S o c i e t y  Main i s t  e  r e d  
Ziwo P r o p e r t i e s ,  L t d .  100 
Zimco S e r v i c e s .  L td .  100 
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T a b l e  XIII. Zambia: Su~rmory Accoun t s  of t h e  Monetary A u t h o r i t i e s .  1977-81 

(In m i l l i o n a  o f  kvacha ;  end of p e r i o d )  

F o r e i g n  a s s e t s  ( n e t )  

F o r e i g n  a s s e t s  
Gold 
SDR h o l d i n g s  
F o r e i g n  exchange  

Fore iKn  l i a b i l i t i e s  1-1 

Domes t i c  c r e d i t  

C la ims  on Government ( n e t )  
S e c u r i t i e s  

Advances 
Deposits 21 

T o t a l  o t h e r  c l a i m s  
C la ims  on m i n i n g  s e c t o r  31 
Cla ims  on commerc ia l  banks  
O t h e r  a s s e t s  

R e s e r v e  money 

C u r r e n c y  i n  c i r c u l a t i o n  
B a n k e r s '  d e p o s i t s  

S p e c i a l  r e s e r v e  d e p o s i t s  on l i a b i l i t i e s  
r e l a t e d  t o  e x t e r n a l  payments  a r r e a r ~  

Quasi-money d e p o s i t s  51 

C a p i t a l  and r e s e r v e s  

SDR a l l o c a t i o n  

O t h e r  l i a b i l i t i e s  

1977 1978 1979  1 9 8 0  1 9 8 1  
Uar. J u n e  S e p t .  Dec. Mar. J u n e  

-149.43 

55.78 
(5 .42)  

(10 .48)  
(39 .88)  

2 0 5 . 2 1  

-291.04 -320.84 

47.35 70.68 
(7 .19)  (8 .36)  

(12 .41)  (4 .32)  
(27 .75)  (58.00) 

338.39 391.52 

- -  

462 .04  1.092.18 

276.46 942 .73  
(192.94)  (730 .21)  
( -20.52)  ( -34.28)  

(63 .00)  (178.24)  

185.58 149.45 
(123.63)  (114.50)  

(39 .87)  (8 .18)  
(22.08) (26 .77)  

222.36 240.15 

136 .87  154 .80  

- -  

85.49 8 5 . 3 5  

-- 465.79 - -  
6 .32  5 .15  

30 .21  30 .21  

22.67 25 .19  

31.05 34.64 

- -  
- -  
- -  
- -  

-343.85 -379 .00  -380.93 -370.55 -354.15 -464.76 

90.17 70 .79  58.38 71.19 49.95 54 .35  
(8 .36)  (8 .36)  (8 .36)  ( 8 . 3 6 )  (8 .36)  ( 8 . 3 6 )  

(11 .35)  (12 .99)  (1 .60)  (--) (0 .71)  ( 0 . 4 3 )  
(70 .46)  (49.44)  (48.42) ( 6 2 . 8 3 )  (40 .88)  (45 .56)  

434.02 449.79 4 3 9 . 3 1  441.74 404 .09  5 1 9 . 1 1  

- - - - - -  

1 , 0 1 7 . 0 1  1.018.19 1 ,054 .14  1.174.54 1.240.29 1 , 3 2 3 . 4 9  1 .445 .00  

869 .58  894.06 935 .12  1 ,056 .19  1 ,111 .84  1 , 2 0 6 . 4 3  1 , 2 6 0 . 7 1  
(651 .89)  (597 .24)  (502.15)  (683 .39)  (742 .10 )  ( 7 1 7 . 8 6 )  (725 .72 )  
( -39.45)  ( -118.58)  ( -254.73)  ( -194.56)  ( -191.50)  ( -310.33)  ( -356.75)  
(178.24)  (178 .24)  (178 .24)  (178 .24)  (178 .24)  ( 1 7 8 . 2 4 )  (178 .24 )  

147 .43  124.13 119.02 118.35 128 .45  117.06 1 8 4 . 2 9  
(80 .93)  (61 .93)  (61 .93)  (61.93)  (61 .93 )  ( 6 1 . 9 3 )  (65 .93)  

(6 .82)  (3.75) ( 3 . 7 9 )  (3 .75)  (3 .75)  ( 4 . 6 8 )  (0 .45)  
( 5 9 . 6 8 )  (58.45) ( 5 3 . 3 0 )  (52 .67)  (62 .77)  ( 5 0 . 4 5 )  ( 1 1 7 . 9 1 )  

246 .58  232.47 z s0 .05  270.17 284.76 275.80 289.61 - - - - - - -  
151 .81  1 4 3 . 9 9  146 .89  170.13 174 .55  1 7 3 . 5 1  1 8 2 . 7 1  

94.77 8 8 . 4 8  103 .16  100 .04  110 .21  102 .29  106 .90  

338.50 313.08 306.82 363.18 440 .89  525.29 505 .77  - - - - - _ _ _ _ _  

-- - -  3.35  10.00 - - 9 . 5 1  9.37 9.59 - -- 
3 0 . 2 1  30 .21  30 .21  30 .21  30.21 3 0 . 2 1  30 .21  

40.20 55.22 55.22 55.22 55.22 69 .96  69 .96  

3? .33  33.36 32.84 65 .32  49 .09  58 .49  84 .69  

- - - - - - -  
_ _ I _ - - - _ _ _ _ _  

- - - - - - -  
S o u r c e s :  

11 I n c l u d e s  u s e  of Fund r e s o u r c e s .  
- 21 E x c l u d i n g  Government S i n k i n g  Fund Account  h e l d  by Bank of Zambla. 
- 3 1  I n c l u d e s  K 0 .50  m i l l i o n  t o  end-1979 and  1. 4 .50  m i l l i o n  
- 41  D e p o s i t s  o f  t h e  m i n i n g  companiee.  

Bank of Zambia. q u a r t e r l y  S t a t i i t i c a l  R C V I N ;  and d a t a  p r o v i d e d  by t h e  Zambian a u t h o r i t i u .  

t h e r e a f t e r  in c r e d i t  t o  t h e  nonmining mecto r .  
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Table XIV. Zambia: Structure of Interest Rates, 1977-81 

(In per cent per annum) 

1977 1978 1979 1980 1981 
March 

Bank of Zambia 

Rediscount rate 

Commercial banks 

Overdrafts (minimum) 
Maximum rate on loans 
To agriculture 
To manufacturing 

120 days) 
Minimum 

Fixed deposits 
3-6 months 
6-12 months 
Over 1 2  months 

(minimum) 
Short-term deposits 
Savings accounts 

Bills discounted (up to 

Treasury bills 

6.00 6.50 6.50 6.50 7.50 

8.25 9.50 9.50 9.50 9.50 
11.00 12.00 12.00 12.00 12.00 

9.00 9.50 9.50 9.50 12.00 
9.00 10.25 10.25 10.25 12.00 

9.00 9.50 9.50 9.50 9.50 

6.25 7.00 7.00 7.00 7.00 
6.75 7 S O  7.50 7.50 7.50 

7.25 8.25 8.25 8.25 8.25 
3.75 4.75 4.75 4.75 4.75 
6.00 7.00 7.00 7.00 7.00 

4.38 4.38 4.50 4.50 6.00 

~- ~ ~ 

Source: Data provided by the Zambian authorities. 
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Table xv. Zambia: Summary Account8 of the Comercial Banks, 1977-81 

(In millions of hacha; end of period) 

1977 1978 1979 1980 1981 
Mar. June Sept. Dec. Mar. June 

Assets 

Reserves 
Currency holdings 
Deposits with Bank of Zambia L/ 

Special reserve deposita on liabilities 
related to external payments arreara 

Foreign assets (net) 
Foreign aasets 
Foreign liabilities 

Domestic credit 
Claims on Government (net) 
Loans and advances 
Treasury bills 
Other securities 
Deposits 

Claims on private sector 

and statutory bodies 
Loans and advances to public 

Bills of exchange 

Other assets 

Liabilities 

Demand deposita 

Time and savings depomitm 

Llabilities to the Bank of Zambia 

Bills payable 

Other liabilities 

99.92 117.37 122.66 121.84 122.86 128.43 126.59 126.62 125.41 
18.43 23.94 25.65 20.25 21.44 33.12 23.48 22.97 22.78 
81.49 93.43 97.01 101.59 101.42 95.31 103.11 103.65 102.63 

- - - - - - - - -  

-- 465.79 338.50 313.08 306.82 363.18 440.89 525.29 505.77 

-34.08 -20.54 37.73 26.11 3.73 -17.34 -30.39 11.98 
8.14 26.26 75.22 61.37 53.15 45.85 45.13 51.00 58.58 
42.22 46.80 37.49 35.26 40.39 42.12 62.47 81.39 46.60 

_ - - _ _ _ _ _ - - _ _ -  

514.62 119.07 252.05 274.39 282.70 222.42 242.58 251.31 238.31 

(466.97) (85.75) (231.61) (240.07) (252.98) (184.63) (232.87) (232.71) (219.37) 
(65.90) (56.41) (49.69) (49.69) (46.03) (42.04) (42.23) (42.28) (39.51) 
(31.91) (27.49) (30.26) (19.60) (18.36) (5.29) (32.52) (23.77) (20.66) 

346.68 307.71 402.08 390.41 422.50 437.21 443.41 437.45 469.55 

(317.52) (297.17) (386.33) (379.44) (411.36) (428.41) (431.21) (429.41) (464.83) 
(29.16) (10.54) (15.75) (10.97) (11.14) (8 .80)  (12.20) (8.04) (4.72) 

159.95 187.31 223.87 148.24 176.23 183.22 217.89 220.78 195.49 

- - - -  - - - - -  
(13.66) (4.40) (1.01) (4.23) (2.05) (1.04) (-4 (0.09) (0.09) 

- - - - - - - - -  

- - - - - - - _ _ -  

268.03 260.82 387.12 333.38 347.71 328.91 358.34 371.61 369.06 

305.81 242.56 315.53 370.62 406.51 391.10 388.12 359.62 366.95 

- 39.87 8.18 6.82 3.75 3.79 E 3.75 4.68 0.48 

- 7.19 8.2515.3920.4512.)813.0214.2616.8528.05 
465.S1 656.91 652.03 545.97 553.27 601.43 689.50 778.27 782.02 

- - - - - - - - -  
- - - - - - - - -  

- - - - -  - - - -  

Sources: 

- 1/ Differs from figures in Su-q Account8 of Honatsry Authorities because of items-in-transit. 

Bank of Zambia, gusrterly Statimtical R e v i e w ;  and data provided by the Zambian authoritism. 
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Table XVI. Zambia: Ex te rna l  Payments Arrears, 1978-81 

( I n  m i l l i o n s  of kwacha, end of per iod)  11 

O r i g i n  of a r r e a r s  
Overdrawn 

Dividend8 Import f o r  le t ters  Personal Other Changes f r a  
Imports and p r o f i t s  l n t e r c s t  o f  c r e d i t  r emi t t ances  2-1 Tota l  preceding per 

1978 

1979 
De c ember 

March 
June 
September 
December 

January 
February 
March 
Apr i l  
Ma Y 
June 
J u l y  
August 
September 
October 
November 
December 

January  
February 
March 
Apr i l  
b Y  
June 
J u l y  

1980 

1981 

354.5 27.0 15.2 

4.0 
2.3 
0.9 
1.9 

37.3 73.9 507.9 

319.8 
281.2 
278.3 
265.5 

29.2 
26.6 
25.7 
25.4 

40.2 
32.7 
14.5 

2.7 

81.7 
78.3 
68.9 
53.3 

474.9 
421.1 
402.7 
359.1 

-33.0 
-53.8 
-18.4 
-43.6 

- - 
14.4 
10.3 

261.8 
257.7 
220.4 

188.5 
226.0 

196.0 
211.4 
224.8 
222.7 
237.7 
244.6 
268.1 

278.3 
285.6 
299.7 
328.5 

327.3 
329.4 

325.8 

26.9 
26.9 

27.4 
30.7 
33.0 
45.4 
52.0 
47.6 

26.0 

35.1 
37.0 
37.8 

39.4 
41.2 

47.0 
48.5 
53.4 
53.9 

42. a 

10.5 
15.0 
15.9 
14.6 
15.5 
16.1 
16:l 
16.9 
17.3 
18.2 
21.0 
20.6 

23.0 
24.0 
25. 7 
26.1 
27.2 
24.7 
29.1 

3.0 
4.8 
2.2 
3.0 
3.9 

12.5 
4.9 
8.8 

10.5 
9.3 

20.4 
34.3 

42.4 
40.5 

72.6 
60.9 

20.4 
23.8 
18.5 

3.7 
4.6 
3.7 
4.3 
0.7 
1.9 
3.2 
5.8 
1.6 
6.3 
7.7 
8.8 

10.8 
12.0 
14.3 
16.7 
19.3 
19.0 
18.4 

61.5 
62.2 
48.6 
56.2 
60.4 
66.2 
78.0 
78.3 

101.5 
88.1 

100.9 
110.7 

93.1 
108.1 
114.4 
124.3 

93.1 
93.6 
100.7 

367.4 
371.2 
316.8 
331.5 
299.7 
325.7 
359.0 
386.6 
401 2 
394.7 
431.6 
472.3 

487.0 
511.4 
557. a 
615.2 
534.3 
541.8 
550.0 

8.3 
3.8 

-54.4 
14.7 

-31.8 
26.0 
33.3 
27.6 
14.6 
4.5 

36.9 
40.7 

14.0 
24.0 
46.4 
57.4 

-80.9 
7.5 
8.2 

~ 

Source: Bank of Zambia. 

11 SDR/K I K 0.976311. 

- 2 1  
- 

Inc luding  loan  repayments, p o r t  c l e a r i n g ,  f r e i g h t ,  and o t h e r  i n v i e i b l e e .  



- 69 - APPENDIX I1 

Tab le  X V I I .  Zambia: Expor t s  o f  Major Commodities, 1977-81 

(Values  i n  m i l l i o n s  of kwacha) 

Copper 
Vo 1 ume 
( i n  thousand tons )  
P r i c e  

I n  US$ p e r  l b  
I n  K pe r  ton  
F r e i g h t  ( K  p e r  t on )  
f .0.b.  ( K  pe r  t o n )  

E X D O r t  v a l u e s  

Cobal t  
Volume ( i n  tons )  
P r i c e  

I n  US$ pe r  l b  
In K per  t on  
F r e i g h t  ( K  p e r  t on )  
f.0.b. ( K  p e r  t o n )  

Export  v a l u e s  

Other  metals 
Zinc 
Lead 

O t h e r  

To ta l  e x p o r t s ,  f .o.b. 

66 7 

0.60 
1,044 

77 
967 

64 5 

1,682 

5.77 
10,037 

52 5 
9,512 

16 

24 
(18) 

(6)  
22 

70 7 

5 90 

0.62 
1,111 

97 
1,014 

598 

1,793 

11.88 
21,296 

660 
20,636 

37 

21  
(18) 

(3 )  
1 9  

675 

64 7 

0.89 
1 ,555  

14 8 
1,407 

910 

2,974 

25.50 
44,542 

830 
43,712 

130 

33 
(21)  
( 1 2 )  
18 

1,091 

558 

0.91 

130 
1,448 

I ,  578 

808 

1,896 

24.85 
43,194 
1,000 

42,194 

80 

2 5  
(19)  

(6 )  
1 7  

930 

- 

5 66 

0.84 
1 ,657  

130 
1 ,527  

864 

3,080 

16.0 
31,560 
1,000 

30,560 

94 

28 
(20) 

(8 1 
1 7  

1 ,003  

Sources:  Zambian a u t h o r i t i e s ;  and s t a f f  estimates. 

- 1/  Exchange r a t e s :  USS1.14483 p e r  SDR; K0.89468 p e r  US$; US$1.11771 
pe r  K ;  SDR 0.976311 pe r  K. 
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Table  XVIII. Zambia: Merchandise  Impor ts ,  1977-81 

(Value i n  m i l l i o n s  of kwacha) 

1977 1978 1979 1980 1981 
P r e l .  Pro j. 

Pe t ro leum p roduc t s  
Volume (1980 = 100) 
P r l c e  (1980 = 100) 
Val ue 

Fer t il i z e r  
Va 1 ue 

Maize 
V a  1 ue 

Other  
Va 1 ue 

To ta l  impor ts  

F r e i g h t  and i n s u r a n c e  

To ta l  impor t s ,  c . i . f .  

102 
44 
67 

10 

-- 

4 53 

5 30 

125 

655 

- 
- 

102 
44 
68  

1 5  

-- 

410 

493 

137 

630 

- 

- 

92 
71 
97 

16 

12 

473 

598 

155 

753 

- 

- 

100 
100 
155 

46 

68 1 1  

614 

883 

159 

1,042 

- 
- 

100 
113 
175 

50 

27 1/ - 

576 

828  

14 9 

97 7 

- 

Sources:  Zambian a u t h o r i t i e s ;  and s t a f f  estimates. 

11 Gran t s  i n  terms of maize impor t s  va lued  a t  K 21 m i l l i o n  i n  
1930 and K 1 2  m i l l i o n  i n  1981. 
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Table  XIX.  Zambia: Merchandise  Impor ts  C l a s s i f i e d  by 
SITC, f . 0 .b .  - 11 1977-81 

( I n  m i l l i o n s  of kwacha) 

~~ ~~~ 

1977 1978 1979 1980 - 2/ 1981 - 31  

Food, beve rages ,  and 
tobacco  

Crude m a t e r i a l ,  o i l s  
and f a t s  

Mineral f u e l s  and 
r e  1 a t  ed mat e r i a l  

30 32 39 47  50 

18 16 21 20 20 

81 87 106 19 3 195 

Chemicals 59 65 79 108 100 

Machinery and t r a n s p o r t  
e qu i  pmen t 20 5 176 205 304 2 65 

198 - 211 - 148 - 117 - 137 - Other manufactured goods 

To ta l  5 30 493 598 88 3 82 8 

Source: C e n t r a l  S t a t i s t i c a l  O f f i c e .  

- 11 - 21 Pre l imina ry .  
- 3 1  P r o j e c t i o n s .  

Standard I n t e r n a t i o n a l  Trade C l a s s i f i c a t i o n .  
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Table XX. Zambia: Outstanding Ex te rna l  Pub l i c  
a n d  P u b l i c l y  Guaranteed Debt a s  o f  end-1979 L/ 

(In m i l l i o n s  of U.S. d o l l a r s )  

Debt d i sbu r sed  and ou t s t and ing  

S u p p l i e r s '  c r e d i t s :  
Germany, Federal  Republ ic  of 
I t a l y  
Japan 
South Af r i ca  
Sweden 
United Kingdom 
Yugoslavia 

F inanc ia l  i n s t i t u t i o n s :  
Bahamas 
France 
Germany, Federal  Republ ic  of 
I t a l y  
N e  t h e r  1 and s 
Zimbabwe 
United Kingdom 
United S t a t e s  
Mu1 t i p l e  l e n d e r s  

Bonds: 
United Kingdom 

I n t e r n a t i o n a l  o r g a n i z a t i o n s  : 
Af r i c a n  Development Bank 
IBRD 
S p e c i a l  Arab Fund f o r  A f r i c a  
IMF Trust  Fund 
Other 

Foreign governments: 
Austria 
Bu lga r i a  
Canada 
China, People 's  Republic of 
Czec hosl ovakia 
Denmark 
Fin1 and 
Germany, Federal  Republic of 
Japan 
Nether lands 
Romania 
Sweden 
United Kingdom 
United S t a t e s  
U. S. S a  R. 

1,537.8 

154.9 
5.0 
5.7 
1.2 
9.3 

28.3 
9.3 

213.7 

2.0 
0.5 
8.1 

41.2 
7.2 
9.0 

62.1 
13.1 

167.9 
311.1 

24.8 - 

6.6 
334.5 

12.7 
30.3 
0.9 

385.0 

1.5 
5.3 

36.7 
271.5 

2.4 
9 . 5  

33.9 
62.8 

9.4 
2.5 

16.3 
66.6 
81.2 

- 

3.6 
603.2 

Source: IBRD. 

- l /  Debt w i th  o r i g i n a l  m a t u r i t y  of one yea r  o r  more. 
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Table XXI. Zambia: External Debt Service Payments, 1977-81 

(In millions of U.S. dollars) 

1980 I/ 1981 1/ - - 1977 1978 1979 

Total 
Amortization 

179.5 190.4 142.8 313.4 238.3 
120.2 145.8 91.1 227.6 156.0 

Interest payments 59.3 44.6 51.7 85.8 82.3 

Due to: 
Suppliers: 
Total 
hort ization 

60.9 18.4 
14.0 13.4 12.2 60.7 48.7 

- 15.0 76.9 - 15.6 - - 
Interest payments 4.4 2.2 2.8 16.2 12.2 

Financial institutions: 
Total 
Amortization 

59.0 141.7 73.5 
91.6 112.4 50.2 114.8 52.4 

- 115.0 120.1 - 

Interest payments 23.4 7.7 8.8 26.9 21.1 

International organizations: 
Total 
Amortization 

32.8 45.2 43.3 46.7 
6.0 7.2 15.9 16.4 18.4 

- - 25.8 - - 

Interest payments 19.8 25.6 29.3 26.9 28.3 

Foreign governments: 
Total 
Amortization 
Interest payments 

21.9 23.6 51.5 57.2 20.3 
8.6 12.8 12.8 35.7 36.5 
11.7 9.1 10.8 15.8 20.7 

- - 

Source : IBRD. 

1/ Debt service projections based on debt outstanding, including 
unzisbursed, as of December 31, 1979. 
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Zambia: Summary of Iax System, August 1981 

(In kMh.) 

- --__ 

Rates Exemptions and Deductions Tax Nature of l a x  

1 .  Taxes on incme and profits 

1.1 Taxes on companies 

1.11 h e r s 1  Rusinesa Tax 

1.111 Selective Employment A €let tax rate on expatriate 
T'aX employees payable by employers. 

The tax 1% Int-nA-d to ercourage 
employment of native Zambians. 

1.12 Taxes on mining companies A flat rate tax on the profits 
of minine comoaniea. The tax 
is collected on a P.A.Y.E. basis 

1.121 Mineral Tax (Minerrl Tsx 
Act of 1910 and amend- 
ments) 

1.122 h p a n y  1~"ncome Tax (Income A flat rate  tax on the pro- 
Tax A c t  of 1970 and fits of mining companies 
amendments) after the deduction of the 

minera l  tax (see 1.121 above). 

The tax is not deductible f o r  income tax 
purnoses. 

Losses may be carried forward without limi- 
tation o r  written off against the profits 
of an associated noncontinuous m n e .  All 
p r o s p r c ~ i n ~  dim e::,loratian expenditures 
are , J e d u r t i h l e  in the w a r  in which 
they are incurred. Mining companies 
established after the imposition of the 
mineral tax  a r e  not subject to any tax 
until their initial capitalizatron and 
subsequent capital expenditures have been 
fully recovered. On the other hand, the 
unredeemed balances of capital expendi- 
tures of the existing companies are to be 
written off o v e r  a 20-year period or over 
the life of the mine, whichever 1 9  shorter. 

In addition to the above, provision is 
made for the remission of all or a  art 
of the mineral tax paid by new mining com- 
pantea i n  cases where the average  after- 
tax rate of return to equity capital o v e r  
a period of three years, starting from the 
year in which the tax is first paid, is 
less then 12 per c e n t .  Refunds thus ob-  
tained are not liable to the company in- 
come tax (see 1.122 below). This benefit 
does not extend to existing companies, 
except in the c a s e  of new companies formed 
to develop new mines outside the jurisdic- 
tion of the parent companies. Ihe Snister 
of Finance also has the power to exempt any 
mining company from the payment o f  the 
mineral t a x ;  however, this power is 
normally exercised only in the case of 
certain small mines. 

In addition to the mineral tax itaelf, the 
deductions are the same a s  those under 
the mineral tax  (see 1.121 above). There 
a* owvisions for the remission of the 
company income tax paid by new mining com- 
panies or for the exemption of P mining 
company f r o m  the payment of the tax by the 
Minister of Finance. Refunds of the min- 
e r a l  tax paid by new mining companies are 
not liable to the company income tax 
(see 1.121 above). 

20 per cent of the expatriate ernplovee' 
salarv. 

The mineral tax is levied at 51 p e r  cel 
on copper mining: 20 per cent on lead. 
cobalt. and zinc mining. 15 per cent 01 

amethyst and bervl mining: and 10 per I 

on p l d ,  bismuth, selenium, nickel. 
uranium, silver. and cadmium m i n i n p .  

The implications of the remission pro- 
vision in the c a w  of new c o p ~ e r  mines 
toscther with the  companv incove tax 
( s e e  1.122 belov) is that for earninzs 

sliding scale in the overall rate of p 
taxation ranging from a minimum o f  2 ? . 1  
per cent: rhen all the mineral tax is 
refunded. to d maximum of 73.05 per c e  
when none of the mineral tax is refund, 
depending on the average after-tax rat  
of return to equity capital. Coprer 
companies with a before-tax rate of re 
of 1 5 . 3 9  p e r  cent or less will pay an 
overall tax  of 22.05 per cent of profi 
chose with a before-rax rate of return 
between 1 5 . 4 0  per Cent and 44.52 per  c 
will pay an overall tax of between 2 2 .  
p e r  cent and 73.05 per cent; and those 
with a before-tax rate of return of  44 
per cent or more vi11 pay an overall t 
of 7 3 . 0 5  per cent. 

'from these mines there is in fact a 

Tne company income tax is levied at 
50 per cent. See 1.121 above for a 
discussion of the overall rate  of 
profits taxation in the case of new 
copper mines. 
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Zambia: Sumary o f  Tax Sys ten ,  Aupust 1981 ( con t inued)  

(IP L..vct-a) 

_- -- 
Tax Nature  o f  Tax Exemptions and Deduct ions Rates  

Taxes o n  o t h e r  companies 
Company Income Tax (Income 
Tax Act o f  1966 and 
Amendments) 

Taxes on i n d i v i d u a l s  
Pe r sona l  income t ax  (Income 
Tax Act o f  1966 and 
Amendments) 

i f l a t  r a t e  t a x  on t h e  p r o f i t s  
> f  co rpora t iona .  P a r t n e r s  i n  
, a r t n e r s h i p a r e  s u b j e c t  t o  
, e r sona l  r a t h e r  than company 
income tax.  

A p r o g r e s s i v e  t a x  o n  g l o b a l  
p e r s o n a l  income r e c e i v e d  
e i t h e r  i n  money or i n  k ind .  
Income rece ived  or l o s s e s  
s u s t a i n e d  by a mar r i ed  woman 
a r e  t r e a t e ?  a s  income o f  o r  
l o s s  i n c u r r e d  by h e r  husband. 

Losses  may be c a r r i e d  back f o r  one y e a r  and The company income t ax  i s  l ev i ed  a t  
fo rva rd  i n d e f i n i t e l y .  S t a t u t o r y  c o r p o r a t i o c s  50 p e r  c e n t .  
which a r e  wholly owned by t h e  Zambian 
Government, bu t  not  companies which a r e  owned 
by the  s t a t u t o r y  c o r p o r a t i o n s ,  a r e  exempt from 
the  company income t a x .  Coopera t ives  w i t h  
an annual  gross income pe r  member o f  K300 or 
more a r e  taxed on ly  o n  income gene ra t ed  by 
t r a n s a c t i o n s  w i t h  nonmembers; c o o p e r a t i v e s  
wi th  an annual  gross income p e r  member o f  l e s s  
t han  K 300 a r e  no t  t axed  a t  a l l .  Dividends and 
i n t e r e s t  r ece ived  from abroad by r e s i d e n t s  
a r e  t a x a b l e ,  b u t  c r e d i t  is g iven  f o r  f o r e i g n  
t axes  pa id .  There a r e  t h r e e  types  o f  s p e c i f i c  
c a p i t a l  a l lowances :  i nves tmen l ,  i n i t i a l ,  and 
wear and t e a r  ( r e g u l a r ) .  Investment  and i n i t i a l  
a l lowances nay be t aken  i n  t h e  y e a r  i n  which 
t h e  investment  i s  unde r t aken ,  w h i l e  r e g u l a r  
a l lowances may be t aken  i n  t h e  investment  and 
subseo.uent y e a r s .  The investment  a l lowance i s  
10  pe r  cen t  on i n d u s t r i a l  b u i l d i n g s  and 20 p e r  
cen t  on i n d u s t r i a l  equipment and does n o t  a f f e c t  
t he  a l lowance  b a s i s .  The i n i t i a l  a l lowance o f  
10 ?er c e n t  i s  p.iven o n l y  on i n d u s t r i a l  b u i l d i n g s  
and aoes reduce the  a l lowance  b a s i s .  The r e e u l a r  
a l lowances a r e  5-10 p e r  c e n t  ( s t r a i g h t - l i n e )  
on i n d u s t r i a l  b u i l d i n p .  2 per  c e n t  ( s t r a i g h t -  
l i n e )  on n o n i n d u s t r i a l  b u i l d i n g s  used f o r  
bus iness  pu rposes ,  and from 30 t o  SO per  cen t  
( d e c l i n i n g  ba lance )  depending on usage f o r  
i n d u s t r i a l  equipment. Farmers a r e  a l lowed t h e  
c o s t  of investment  on farm improvements and 
farm works i n  the  yea r  i n  which t h e  investment  
i s  unde r t aken ,  and farm income i s  s u b j e c t  t o  
a maximum t a x  r a t e  of 25 p e r  c e n t .  I n  a n t i c i -  
pa t ion  of t h e  I n d u s t r i a l  Development Ac t ,  which 
has  not  y e t  been completed,  approved " p r i o r i t y "  
e n t e r p r i s e s  w i l l  be exempt from income t a x e s  
f o r  a pe r iod  of a t  l e a s t  f i v e  y e a r s ,  a s  will 
any d iv idends  they d i s t r i b u t e .  P.ny unrecovered 
al lowances o r  bus iness  l o s s e s  n o t  u t i l i z e d  d u r i n g  
t h e  r e l i e f  pe r iod  can be used a f t e r  t e r m i n a t i o n  
of t h e  t a x  ho l iday .  

The va lue  o f  hous ing  s e r v i c e s  provided by 
employers i s  excluded from t a x a b l e  income, 
a s  a r e  a l lowances pa id  f o r  pas sage  and f o r  
t he  e d u c a t i o n  o f  c h i l d r e n  abroad w i t h  
c e r t a i n  l i m i t a t i o n s .  Also excluded a r e  
i n t e r e s t  on Pos t  O f f i c e  Savings Bank depos-  
i t s  and on development bonds a s  w e l l  a s  
t h e  f i r s t  K200 o f  o t h e r  unearned income. 
Income pa id  i n t o  t h e  Zambia Na t iona l  
P rov iden t  Fund o r  o t h e r  approved pens ion  
funds is a l s o  excluded.  C a p i t a l  g a i n s  a r e  
taxed o n l y  i f  t hey  r e s u l t  from t h e  r e g u l a r  
c o m e r c i a 1  a c t i v i t i e s  o f  t he  i n d i v i d u a l ,  
o r  i f  t he  a s s e t  was acqu i r ed  f o r  t h e  
s p e c i f i c  purpose o f  r e s e l l i n g  i t  a t  a pro -  
f i t  r a t h e r  t han  a s  a s o u r c e  o f  income. 
T h e r e f o r e ,  c a p i t a l  g a i n s  i n  the u s u a l  
s e n s e  o f  t h e  term a r e  excluded from t ax -  
a b l e  income. C o n t r i b u t i o n s  t o  c h a r i t a b l e  
o r g a n i z a t i o n s  up t o  a maximum of  10 F e r  cen t  
of t a x a b l e  income a r e  d e d u c t i b l e .  S i m i l a r l y ,  
20 p e r  c e n t  o f  p remium pa id  on l i f e  i n su rance  
p o l i c i e s  up t o  a maxirwm o f  K 400 nay be 
deduc ted ,  a s  may i n t e r e s t  pa id  on home wrt- 
napes .  Incone from farming i s  t axed  a t  a 
maximum r a t e  of  25 Der c e n t .  

Bas i c  pe r sona l  a l lowances  a r e  g i v e n  o f  K600 
f o r  a s i n g l e  pe r son  and K1,500 f o r  a marr i ed  
Couple. I n  a d d i t i o n ,  t h e r e  is a c h i l d ' s  
a l lowance o f  K225 f o r  up t o  a maximum o f  s i x  
c h i l d r e n  and a n  e x t r a  a l lowance  o f  K500 f o r  
b l i n d  o r  handicapped pe r sons .  P e n s i o n e r s  
ove r  age  60 r e c e i v e  t h e i r  p e n s i o n s  t a x  f r e e .  

The r a t e  schedule  
t a x  is a s  fo l lows  
Taxable  Income 

Per  Annum 
(Kwacha) 

F i r s t  1 ,000 
Next 1 ,500 
Next 1.500 
Next 2,500 
Ncxt 2.500 
Next 3,000 
Next 3,000 
l e x  t 5,000 
Next 5,000 
Excess 

of  the pe r sona l  income 

Rate 
(Pzr c e n t )  

5 
10  
15  
20 
30 
55 
50 
10 
75 
ao 
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Zambia: Summarv o f  Tax System. August 1981 (continued) 

(In kwacha) 

Tax Nature of T3x Exemptions and Deductions Rates 

1.22 Personal levy A tax on global  personal income Peraona with taxable  incomes of l e s s  than The r a t e  schedule of  the 
i r  a s  follows: received e i t h e r  in money or i n  K120 per  annum are  exempt. 

kind and collected on a PAYE 
bas i s .  Taxable Income 

(Kwacha) 

Less than 120 
120 - 200 
201 - 300 
301 - 400 
401 - 600 
601 - 800 
801 - 999 

1,000 *r 0"er 

personal levy 

Exempt 
1 . 2 5  
2.50 
4.00 
8.00 

12.00 
16 .00  
20.00 

1.3 Other 
1 . 3 1  Withholding taxes  A tax levied on payments to  no"- None 

r e s iden t s  i n  l i e u  o f  other  taxes  
and withheld by the  payer. An 
exception t o  t h i s  is t he  with- 
holding t ax  on r en ta l  payments; 
a f t e r  the end of the  tax year the 
nonresident r ec ip i en t  of r en ta l  
payments w i l l  be assessed i n  the  
usual way and the tax withheld a t  
source w i l l  be allowed as a c r e d i t  
or refunded if necessary. 

2,  Taxes on property 

2 . 1  Real e s t a t e  taxes  
2.11 Fates A t ax  co l l ec t ed  by loca l  govern- Fates are co l l ec t ed  only on urban property;  

ments on the  r a t eab le  value o f  r u r a l  property is not taxed. 
urban property,  which i s  defined 
a 8  the  comercia1  market value of 
lend and improvements without 
regard to freehold o r  leasehold 
s t a  t"6. 

2 .2  Death end R i f t  taxes  
2 . 2 1  Eacste t ax  The e s t a t e  tax app l i e s  t o  the Es t a t e s  of less than K6C.000 are exempt, 

e n t i r e  e s t a t e  o f  persons r e s i -  and a surviving spouse is exempt from 
dent  i n  Zambia, with the  exclu- one ha l f  of the t ax  an the  f i r s t  K50,000 
aion of r e a l  e s t a t e  located of  taxable  e s t a t e .  Relief i s  a l s o  given 
ou t s ide  Zambia, which r ea l  for a m u n t s  l e f t  t o  close r e l a t i v e s  and 
e s t a t e  is, however, taken into when a s s e t s  change hands more than once 
account in the  determination of within a five-year period. 
t he  t ax  r a t e .  A nonresident i e  
taxable  on his Zambian e s t a t e  
only. 

These r a t e s  amount to  somewhat more than 
I per cent  of taxable  income a t  the bottom 
end o f  each bracket for  the lower-income 
groups and t o  about 2 per  cent  o f  taxable  
income a t  the bottom end of  each bracket 
f o r  groups with incomes of K400 per  annum 
or m r e .  Within each bracket the per- 
centage dec l ines  a s  Income rises. 

The average withholding t ax  r i t e s  a re  30 per 
cent o n  management and consul tant  fees  and 
public entertainment f ees ;  25 per cent on 
,,aYnents of dividends,  i n t e r e s t ,  and 
roya l t i e s ,  and 15 per  ~ e n t  on r en t s .  
Actual l eve l s  depend on t he  ind iv idua l ' s  
c o u n t n  of res idence.  

The percentage r a t e s  a r e  s e t  annually 
by each local  counci l ,  sub jec t  to  approval 
by the  Minister o f  Local COvernment and 
Housing. The percentages applied t o  l a n d  
are t yp ica l ly  much higher than those 
applied to  improvements, with the rels- 

l0: l  ( 5 . 1  is common). 
t i v e  ra te* usually ranging from 2 : l  t o  

The r a t e  s t ruc tu re  o f  t he  e s t a t e  duty i s  
unusual i n  tha t  t he  successive r a t e s  apply 
to  the e n t i r e  a m u n t  of  the e s t a t e .  mere- 
f a re ,  the marginal r a t e s  a t  the bottom end 
of t he  e s t a t e  brackets exceed 100 per  cent. 
The rate s t ruc tu re  is 8 s  fol lowa.  

Tax Rare Applying 
t o  Ent i re  Es t a t e  Estate  Amount 

< kwacha) (per cent)- 

Less than 30,000 Exempt 
30,001 t o  40,000 4 
40,001 to  80,000 5 
50,001 to  140,000 6 

140,001 t o  200,000 7 
200,001 t O  400,000 8 
40o.001 t o  6oo.nnn 9 
600,001 or more 10 
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Zambia: Summary of Tax System. August 1981 (continued) 

(In kwacha) 

___. 

R a t e 8  Exemptims and Deductions Tax Nature o f  T a x  

3. Taxes on domestic Roods and 
ser"ices 

3.1 selective excise taxes 

3.11 sales (customs and An ad valorem t a x  an the domestic 
production of many items, including by an individual for personal use/ 

footwear, radios, soaps and deter- (b) complimentary serviceslsupplies: 15 per cent. 
gents. sugar ,  tires and tubes, (c) manufacturers vhose production 
hotel services, furniture, motor- is less than K 5,000 in value per 
c a r  batteries. peints, varnishes annum; and 
and lacquers, perfumery. cosmetics (d) others as determined by the 
and toilet oreoarations. Minister of Finance. 

( a )  Foods made from materials supplied The basic tax rate is 10 per cent. but a """bel 
~ ~ ~ i s e  (Amendment) (No. 
2) Act of 1973) biscuits, cl~thing, fencing vire. consumption; sup,ar, and phonograph records are taxed at 

of items such as paint products, confectionery 

3.12 
3.121 

~. . 
Tobacco 
Excise t a x  on cigaret- A specific tax levied on the 
tes and other tobacco domestic productton of cigar- 
products (Customs and ettes and other tobacco 
Excise (Amendment) Act products. and n o t  for resale or profit. Tax 
of 1973) 

Tobacco products made from duty 
paid tobacco ~~ from roll tobacco 
for personal or domestic use only 

an snuff has been suspended. 

The rate schedule is as follows: 

Tax - - 
cigarettes 
0.95 kilogram per 

h e r  0.95 to 1.04 

h e r  1.04 kilogram 

1,000 or less K 15.00 per 1,000 

kilogram per 1,000 K 19.00 per 1,000 

K 28.50 p e r  1,000 per 1 , X O  

3.13 
3.131 Excise t a x  an alcoholic A specific tan levied on the 

beverages (Customs and domestic production of 
Excise (Amendment) Act alcoholic beverages. 
O f  1973) 

3.132 Surtax on chibuku 
(-que beer) 

3.14 
3.141 

1 . 1 5  
3.151 

3 .I52 

Manufactured tobacco 
Cigarette K2.25 per kilogram 

K1.65 per kilogram Cigar 
K1.10 per kilogram Pipe 

The e x c i s e  tax on cigarettes. which is by far 
the most important. ranges from K 0.21' to K 0.32 
per package of 20, depending on quality. 

The rate schedule is ns follows: Fermented liquor, other than 
o ~ a ~ u e  beer. containinn more ttan 
3 per cent of proof spirit vhen 
oersonal manufacture for OM use /  
consumption and not for  resale Beer 
or profit. 

Tax 

Regular beer, ale. and 
stout' K 8.99 per decaliter 
Chibuku (opaque beer) K Der decsliter 

Brandy, gin. vodka, 
whiskey, and rum 

Liqueurs and others 

Ethyl alcohol and 

Liquor 

K4.00 per proof litcr 
K2.70 per proof liter 

undenatured neutral 
spirit K 2.00 per proof liter 

An additional specific tax Opaque beer (chibuku) fermented in The tax is K0.29 per decaliter when the 
levied on the domestic pro- vessels of, or less than. 23 
duction of chibuku (opaque decaliters in capacity. An allow- KO.33 per decaliter when sold through private 
beer), the proceeds of which a w e  of K 0.04 per decaliter when beer halls. 
are transferred in their sold through local authority taverns. 
entirety to rural authorities 
on the basis of population 
and need. 

chibuku is sold through public beer h a l l s  and 

Hydrocarbon o i l s  
Excise tax on hydrocarbon A tax either specific o r  
oils (Customs and Excise ad valorem levied on the 
(Amendment) Act of 1973) domestic production of hydro- 

carbon oils. 

Other excises 
h c l s e  tax on soft drinks A specific tax levied on the 

domestic production of soft 
drinks 

Entertainment tax  A specific t a x  levied on the 
sale of clnema and theater 
tickets. 

The produetton of aviation gasa- 
line and low sulpltur fuel oil are 
exempt. The mass transit system. 
United Bus Company of Zambia. 
receives a tax concession. 

None 

None. 

Gasoline 
Diesel oil 
Fuel oil 

Tax - 
K 2.30 per dccalitm 
K 1.30 per decaliter 
10 per cent per decaliter 

The tax is K 3.10 per decaliter. 

The tax ranges from K 0.02 to K 0.10 per 
ticket depending on the type of ticket. 
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APPENDIX I l l  

Rates Nature o f  Tax Exemptions and Deductions Tax 
~~ ~ 

3.153 Excise tax on B U E B ~  A spec i . f ic  tax  levied on the None. The cax is X 0.06 per kilogram. 
domestic production of sugar. 

3.2 

3.21 

3.3 

3.31 

3.4 

3.41 

3 .42  

3 . 4 3  

:. 5 
3.51 

Betting and Rambling 
taxea - 
Tax on Stete Lottery 
vinnings 

Taxes on s p e c i f i c  services 

Passenger service charge 

Business and professxonsl 
1 icenaes 
Liquor l i c e n s e s  
-- 

Trading licenaes 

Educacion levy 

)lotor vehicle taxes 
&cor vehicle licenses 

A flat rate tax an individual 
State lntcerv n f  7rnhia winninps are erennt. 
withheld a t  S O U ~ C P .  

The first K 1,000 of individual winnings The tax  is levied at 10 per cent 

A service charge levied on all 
passengers traveling by air. 

Head of mission of any ComsKlnvealth country 
entitled t o  diplomatic privileges; members 
of the riplomatic or permanent consular 
service of any foreign country: and children 
under the age of tvo years .  

The service charge is K 6.00 >er 
passenger fo r  international flights 
and K 2.00 for domestic flights. 

An annual license fee  levied None 
on establishments selling or 
serving 11quor. 

An annual license fee  levied Wone. 
on indiv iduals  and f i r m  
engaged in wholesale or r e t a i l  
comnrcia l  trade. 

A nondeductible levy on ineor- None 
porated o r  registered businesses. 

An annual license fee levied on None 
mtor vehiclea. 

A tax levied on motor vehicles None. 3.52 Excise tax  on motor 
vehicles (Customs and assembled locally. 
Excise (Amendment) Act 
of 1974) 

Ihe license f e srrange  from K75 to K300 
per annum depending on the type of 
establishment 

The l icense  fee is R 3 O O  per annum f o r  
wholesalers and ranges from K2 t o  KSO per 
annum for retailers. 

K 200 per annun 

The amount of the llcense fee  1s deter- 
mined by the type of vehicle and by i t a  
weight (except for motorcycles and motor 
scooters). The lxcense fee is K8 per 
annum for motorcycles and motor scoaters, 
and ranges from K20 to K60 per annum for 
private passenger cars. K45 to K115 per 
annum for hire passenger cars ,  K25 to K300 
per annum for buses, K10 t o  K170 per annum 
for trailers. and K 1 5  to K250 per annum 
for trucks. in each c a s e  depending O D  

weight. 

The tax on motor vehlcles falling m t h i n  
BTN headings Nos. 87.02.91, 87.02.93. and 
87.02.98. ranges from 5 per cent to LO per 
cent as fallows: 
( a )  value not exceeding K 2,000 each for 
duty purposes--5 per cent; 
(b) value  exceeding K 2,000 but  not 
exceeding K 2,250-15 per cent ;  
( c )  value exceeding K 2,250 b u t  n o t  
exceeding K2.500--25 per cent; and 
( d )  value exceeding K 2,500--60 per cent. 
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Zambia: Su-ry of Tax System, August 1981 (concluded) 

( I n  kwacha) 

Tax Nature o f  Tax Exemptions and Deductions Rates 

4. Taxes on i n t e rna t iona l  t rade 

4.1 Taxer on i m o r t s  
4.11 Customs du t i e s  
4.111 Gmtoms t a r i f f  (Custom 

and Fxcise Act of 1966) 

4.112 Customs s a l e s  t ax  (Customs 
and Excise (Amendment) 
Act of 1973) 

Other taxes  

5.1 Stamp taxes 
5.11 Stamp du t i e s  

Socia l  Securi ty  contr ibut ions 

6.1 Zambia National Provident 
Fund (Zambia National 
Provident Fund Act o f  
1965). 

A one-column t a r i f f  levied on I n  general ,  food. raw mster ie la ,  and 
import8 in to  Zambia. mst c a p i t a l  and intermediate goods which 
du t i e s  are computed ad valorem are  regarded e s sen t i a l  are duty 
based 4," the f.0.b p r i ce  in the  f ree .  
country of  supply. but a few a r e  
spec i f i c  o r  B combination of ad 
valorem and spec i f i c .  in sen-  
e r a l ,  the t a r i f f  is levied f o r  
revenue purposes. although i n  
pa r t i cu la r  cases du t i e s  are 
applied f o r  the protect ion of 
domeatic industry.  

A f l a t  r a t e  s a l e s  t ax  levied on a l l  
du t i ab le  importa. The sales tax i s  
computed ad valorem baeed on the 
f.0.b. pr ice  in the country of  
supply. 

A tax appl ied to  a number of 
l ega l  and comerc ia1  documents. 
The tax i s  col lected by the 
appl icat ion of adhesive stamps. 
which may be purchased a t  post  
o f f i ces  o r  from other  government 
agencies ,  to  the document i n  
quest ion.  

A contr ibut ion deducted from 
wages  received by employees up 
t o  B maxi- of K120 per month, 
vhich a m m t  i a  matched by a 
s imi l a r  contr ibut ion made by 
ernployera. 

Imports which are exempted from the 
cumtoms t a r i f f  (Bee 4.111 above) are 
a l s o  exempted from the s a l e s  t ax .  

Recently, b a d  checks and c-rcial 
r ece ip t s  were exempted from the  tax. 

Uagea i n  excess of  K.120 per month are 
exempt. Coverage does not include 
casual  workera. goverrnent employees. 
or a l i ena  covered by equivalent  
programs abroad. 

There a r e  four basic  r a t e s  of customs 
du t i e s :  10 per  cent  fo r  o the r  c a p i t a l  
items used for business purposes: 15 per  
cent on p o d s  which are videly consumed by 
the lover-income groups but are not essen- 
t i a l :  30 per cent  as the  s tandard rale on 
nonessent ia l  consumer p,oods; and 50 per 
cent on luxury goods consumed mainly by 
the higher income groups. I n  f a c t ,  the 
duty r a t e  on many luxurv imports, includino 
t e l ev i s ions ,  fans .  end precious stones.  
has been raised t o  75 per cen t ,  and on 
items such as washing machines and vacuum 
cleaners .  i t  has been raised t o  100 per 
cent .  
l i t e r  on brandy. g in  and vodka: K 7 .50  on  
vhisky and rum; and K 6.50 on  l iqueurs .  
on wine, t he  duty r a t e  is K 1.00 per l i t e r  
on t ab l e  vine ( l e s s  than 25 per  cent proof) .  
K 1.20 on desse r t  vine (more than 25 per 
cent p roof ) ,  and K 2.00 on sparkl ing wine. 
On beer. the (protect ive)  duty r a t e  is 
K 1.80 per  l i t e r .  On passenger cars, i f  
the value of the c a r  does not exceed 
K 1.000. the percentage r a t e  o f  duty is 
arr ived a t  by sub t r ac t ing  K 100 from the 
value of the ca r  and dividing the balance 
by 20: i f  the  value of the c a r  e x c e e ~ s  
K 1,004 but does not exceed K 2,000, the 
percentaxe r a t e  i s  arr ived a t  by nubtrac- 
t i ng  K 500 :?om the value of the c a r  and 
dividing the balance by 10; and i f  the 
value of the car exceeds K 2.000, the per- 
centage r e t e  is arr ived a t  simply by 
dividing the value a t  chc car by 10. 

The duty r e t e  i s  K 8.00 per ?rcof 

The r a t e  of the sales tax is 1 2  1 1 2  per 
cent .  

The r a t e s  vary with the type of 
docrrment and, i n  nome cases, with the 
s i r e  of the t ransact ion covered. 

The contr ibut ion of  employees is 
computed a 8  5 per  cent  of wegea 
received (2.5 par  cent  i f  wages 
are K1.50 per day or leaa)  v i t h  
a mexi- contr ibut ion of K6 p e r  
month. me contr ibut ion of em-  
ployera is computed a* 5 per cent  
of t o t a l  wage. paid. with a mssxi- 
mum contr ibut ion of K6 per manth 
p e r  employee. 

Sources: Ministry of Finance, Budxet Address, various ycara; and informstion provided by the Zambian au thor i t i ea .  
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