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Foreword

1. In my opening address to the First Session of the Ninth National Assembly on 22" January 2002,
| tasked the Ministry of Finance and National Planning to prepare a transitional national development
plan (TNDP) by June 2002, and from 2006 onwards, to produce five-year national development plans. It
is with great pleasure, therefore, that | present the Fifth National Development Plan (FNDP) for the period
2006 to 2010.

2. From independence in 1964, three national development plans were implemented. The Fourth
National Development Plan was launched in 1989 but later abandoned in 1991 in preference for an open
market system that brought momentous changes to our country. One of the important lessons learnt from
the 1990s was the realization that even in a liberalized economy, development planning is necessary for
guiding priority setting and resource allocation. The absence of planning tends to force us to concentrate
on short-term needs representing narrow sectional interests thus denying the country the opportunity to
attain broad based socio-economic development.

3. Asaresult of the abolition of national planning, the following consequences emerged:
i. No medium-term plan for the country to follow to guide public investment priorities for
implementation by Government;

ii. No planning framework to serve as a basis for cooperation with donors;

iii. Weakened capacity of the country to coordinate national development programmes, since there
was no organ at national level to oversee, initiate and coordinate cross-cutting national
programmes among ministries.

iv. Absence of an organ to oversee plans, coordinate and monitor at the provincial and district level
and serve as a link with development priorities at the national level; and

v. The inability of the private sector to undertake some of the market-related functions. This
called for Government intervention, which could only be well articulated within a planning
framework and the budgeting process. However, the budgeting process, which took centre
stage, was done with no clear reference to medium-term goals, plans or long-term vision.

4. The re-introduction of national planning in 2002 and the creation of Sector Advisory Groups
(SAGs) and the proposed strengthening of the district and provincial planning units will guide the
planning and implementation processes. To this end, fully functional provincial and district planning units
will focus on socio-economic planning and assist the decision-making process at provincial and district
levels. Development planning is essential in providing clear definitions and articulations of national,
provincial and district priorities for Government actions and allocation of public resources. To be
successful and transform the country into a prosperous nation, our brand of development planning must
make a break with the past and go beyond mere statements. More importantly, it must embrace principles
of plan implementation, monitoring and evaluation.

5. The FNDP has ensured that sectoral strategic plans are well coordinated and are inter-linked. Care
has also been taken to arrive at a realistic estimation of the resource envelope over the FNDP horizon.
This resource envelope is imbedded in a Medium Term Expenditure Framework (MTEF) within which
national annual budgets, framed as annual activity based budgets, will be drawn. The MTEF will help
guide and inform political choices needed for resource allocation. The FNDP has been prepared based on
the medium-term macroeconomic, fiscal and aid policy objectives.

6.  The FNDP and associated MTEFs will be the link between the National Long Term Vision 2030
(NLTV) and the annual activity based national budgets. The FNDP and the MTEFs have been developed
based on a well-articulated and shared Vision 2030 that forms a rallying point for all development effort
in the next twenty-five years. The National Vision is ““to become a prosperous middle income country by
the year 2030.”

7.  The theme of the FNDP is broad based wealth and job creation through citizenry participation
and technological advancement. Within this overall theme, the FNDP stands on two sub-themes, namely,
an economic sub-theme and a social sub-theme.
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8.  The Plan focuses on agricultural development as the engine of income expansion in the economy.
My Government is convinced that agriculture offers the best opportunities for improving livelihoods. To
this end, the sector has received a marginally higher allocation of the resources. Among other economic
sectors that complement this focus, either directly or through inter-linkages are infrastructure, tourism,
manufacturing, mining and energy. The sources of economic growth as identified by the above sectors
constitute the economic sub-theme of the FNDP.

9.  The FNDP recognizes that this approach through growth stimulation should be complemented by
distributive measures that have better overall positive impact on the poor. The FNDP goes beyond to re-
enforce other existing measures, which include poverty reduction, focused safety nets, issues of disability,
social protection and good governance. These concerns constitute the social theme of the FNDP.

10. In the past, a major weakness of development planning in Zambia has been the poor
implementation that stemmed largely from poor resource forecasts, weak institutional arrangements and
weak monitoring mechanisms/systems for the Plans. By providing for the MTEF and linking the Plan to
the resource envelope, and introducing the public expenditure management and accountability systems,
this Plan represents better prospects of achieving its objectives for the socio-economic development of the
country. It is equally important to mention that the monitoring and evaluation of this Plan has been
designed to ensure successful implementation with the involvement of all stakeholders.

11. The FNDP has been costed to be within the available resource envelope as projected in the MTEF
over the Plan period, taking into account the favourable environment that has been created as a result of
the country’s qualification to the highly indebted poor countries initiative (HIPC) completion point. In
summary, the FNDP will require a total of K62,623.22 billion over a period of 5 years. These resources
will be mobilized from Government and the cooperating partners.

12. 1 would like to appeal to all national stakeholders to play their part in ensuring the success of this
Plan by establishing and strengthening the needed structures, capacities, and alliances for our common
goal to reduce poverty in the interest of social welfare. It is also important to stress that ultimately, good
policies and intentions cannot result in growth and development unless every one of us from Government
to the individual is prepared to work hard and diligently to realize our dreams. On my part, | shall ensure
that Government does everything possible to fulfil this noble mission. I urge our people in every part of
the country to rededicate their energies to the successful implementation of the FNDP. | wish to thank all
Zambians for contributing effectively to the preparation process of the FNDP. Government will continue
to consult citizens in key areas involving all planning and implementation processes so that their inputs
are taken into account.

13. Lastly, I would like to thank all our cooperating partners who have over the years supported us in
many fields of our national economy. My appeal to them is that they should come forward to support us
once again during this crucial period of the implementation of the FNDP.

Patrick Levy Mwanawasa, S.C.
PRESIDENT OF THE REPUBLIC OF ZAMBIA

December 2006
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Introduction

The resurgence of planning to tackle the challenges of wealth creation and poverty reduction is both
timely and imperative. The re-emergence of planning following nearly two decades of the pre-
occupation with stabilisation and adjustment signals the realisation of several realities that the
Government shares with bilateral and multilateral bodies as well as with civil society. Principal among
these is the recognition that in spite of the reasonable level of growth during the years of structural
reforms, poverty remains pervasive. What is even more disconcerting is the realisation that the depth of
poverty and its severity have been fast worsening as the majority of Zambians continue to subsist on the
equivalent of less than $1 a day. National statistics show that the poverty level in the country in 2004
averaged 68 percent while the rural regions’ average is much higher. Under such conditions, poverty is
slowly compromising the sustainability of all that the country has achieved since independence.

Adverse human welfare indices such as reduced access to a nutritionally adequate food basket, child and
adult malnutrition, insufficient access to education and health facilities, and the resultant reduction in
life expectancy all point to the urgency of effectively addressing the national developmental challenge.
Zambia is currently in the lowest category of human development as defined by the United Nations
Development Programme (UNDP). In this regard, the challenge of reducing poverty is perceived by the
Government not as an option but as an imperative for under such high poverty conditions, the social and
political stability that is so pivotal for the revival of the country’s growth and prosperity becomes
vulnerable to real and potential societal tensions. One of the important lessons learnt from the 1990s
was the realization that even in a liberalized economy, development planning is necessary for guiding
priority setting and resource allocation. The absence of planning tends to force us to concentrate on
short- term needs representing narrow sectional interests thus denying the country the opportunity to
attain abroad based socio-economic development.

The national long-term planning instrument entitled Vision 2030, prepared in consultation with line
ministries, provinces, districts, the donor community and civil society, sets Zambia’s the long-term
vision. The Vision 2030 reflects the collective understanding, aspirations and determination of the
Zambian people to be a ‘prosperous middle-income country’. The Vision sets the horizon for
developing the medium-term plans and provides the ‘gravitational pull’ to achieve long-term objectives.
It outlines in broad terms, plausible courses of action to be taken towards the achievement of the
country’s long-term objectives and targets. It broadly reflects what Zambians aspire to be by 2030 and
the options they feel will realistically get them there. The Vision will be operationalised through five-
year medium term planning instruments, which are to contain specific policies, programmes and
projects, predominantly targeted towards wealth creation and poverty reduction. The first of these plans
is the Fifth National Development Plan (FNDP), which will be implemented from 2006 to 2010. The
planning process of the FNDP integrated views from the Provincial and District Development Plans
approved by the respective provincial and district level organs. The FNDP’s goals are multi-pronged:

Firstly, the Government recognises that wealth creation through sustained economic growth constitutes
the most important element in poverty reduction and, consequently, a very high premium is being
placed on growth-stimulating interventions;

Secondly, the Government recognises that redistributive policies do matter for reducing poverty and that
growth and equity are not necessarily in conflict. The Government maintains that there is no intrinsic
trade-off between long run aggregate efficiency and overall equity, hence its resolve to approach
poverty reduction through the ‘broad-based growth’ approach. It is in this context that the Government,
together with civil society, has placed priority attention on those sectors that both maximise growth
stimulation as well as on those, such as agriculture, education and health, that best address the plight of
the poor;

Thirdly, the Government maintains that the needed linkages between growth and poverty reduction can

be developed in a sustainable way, but only through an approach that allows everyone to share the
benefits of growth. Although, under the right circumstances, sustained growth does often result in
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poverty reduction, rising inequality adversely affects this and it is in this regard that the role of social
protection is considered an important FNDP component. Notwithstanding this, empowering the poor to
earn a decent living income is perceived to be a much more effective approach in addressing their plight
than the often unsustainable subsidy programmes that tend to destroy the very financial and human
resource bases that are expected to facilitate positive growth through productive investment; and,

Fourthly, long periods of neglect in infrastructure maintenance due, in part, to the curtailment of
development budgets in the interest of fiscal balance, have resulted in the country’s characteristic
deterioration of its transport networks. It is in this regard that, as one of its priorities in this Plan, the
major transport arteries that connect the countryside to the market are focused upon to ensure basic
minimum connectivity for moving poor people’s income-yielding commodities over long distances.
Under the banner of Broad-Based Wealth and Job Creation through Citizenry Participation and
Technological Advancement as its theme, the Plan aims to target in the next five years both wealth
creation and poverty reduction.

In putting together this Plan, the Government enlisted the involvement of all the major stakeholders,
including civil society, cooperating partners, and the private sector. District and provincial plans were
developed through a consultative process that was facilitated by the Ministry of Finance and National
Planning. The consultation process has integrated views of 21 Sector Advisory Groups (SAGs) and
included the preparation of 72 district development plans that were approved by the respective district
level organs. Indeed, the summary of the Government’s strategies and programmes at provincial level
are drawn from the provincial and district development plans and are presented in Chapter 36 on
Regional Development. The comparative advantage of each province and linkages within the sectors are
clearly stated in the strategic focus of each province with the key programmes that will be undertaken
during the FNDP. The activities of the provincial/district programmes are not presented in this Plan as
they belong to the nine provincial development plans and the 72 districts development plans that would
be published separately.

The 72 district development plans set a base for fiscal decentralization and the development process for
the districts. The bottom-up and top-down consultation approach during the preparation of the FNDP
and subsequent national development plans will be fully established and strengthened through
programmes such as fiscal decentralization which is part of the overall decentralization policy process.
The objective of the fiscal decentralization programme is to come up with a fiscal framework that will
spell out how resources will be shared and distributed to the district levels.

After a thorough process of refinements, these lower-level plans were considered and approved by the
Provincial and District Development Coordinating Committees. At the central level, Sector Advisory
Groups (SAGs), chaired by the respective Permanent Secretaries, were given revised Terms of
Reference to enable them play a strategic role in the development of the FNDP. Members of SAGs
include Government officials, representatives of cooperating partners, and representatives of civil
society organisations. Consultants were also hired to support the work of the SAGs. A series of
meetings were held to identify the FNDP priorities and the Ministry of Finance and National Planning,
through its Planning and Economic Management Department (PEMD), assumed the lead role as
facilitator of the process that has resulted in the production of this Plan. PEMD was also assisted by a
team of consultants in finalising this Plan. A Steering Committee of Permanent Secretaries, chaired by
the Secretary to the Cabinet, superintended the entire FNDP planning process.

After the draft Plan was released, a national stakeholders’ workshop was held which discussed the Plan
and its implications. Based on the draft and the input from the stakeholders’ conference, this Plan was
then approved by the Cabinet and published.

The Plan is divided into 9 parts. Part 1 presents a review of economic and social developments, globally
as well as nationally. The country’s poverty profile is also presented to set the stage for the country’s
developmental interventions. Part 2 gives the goals and objectives of the FNDP, and outlines the
Government’s strategic focus during the 2006 to 2010 Plan period. The macroeconomic, social and
structural policies that the Government shall pursue during the Plan period are presented in this part.
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Parts 3 and 4 present the Government’s envisaged plans for the economic and social sectors,
respectively, while Part 5 covers Government Administration, focusing on the envisaged programmes
and strategies for central administration, local government, information services, and foreign relations.
Part 6 covers Public Safety, focusing on defence and public safety and order. Cross-cutting issues are
covered in Part 7, which addresses issues related to governance, HIV and AIDS, the environment,
gender, and food and nutrition. Part 8, which is dedicated to Regional Development, presents the
Government’s strategies and programmes at the provincial and district levels. Lastly, Part 9 on the
Financing, Implementation, and Monitoring and Evaluation Framework presents the assumptions and
strategies for financing FNDP, highlighting the priority expenditures over the 2006-2010 Plan period. It
also defines the institutional framework within which FNDP shall be implemented and its performance
monitored and evaluated.
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Review of Economic Developments

1.1 Overview of Global Economic Developments

The performance of the global economy during the period of the Poverty Reduction Strategy Paper
(PRSP) 2002 to 2004 and the Transitional National Development Plan (TNDP) 2002 to 2005
implementation was generally favourable with commodity prices rising to record levels especially for
base metals and crude oil. However, the volatile and high oil prices caused macroeconomic instability
in many non-oil developing countries. Global real GDP growth averaged 4.3 percent during the 2002 to
2005 period compared to 3.4 percent in the period 1998 to 2001 (see Table 1.1). The expansion in
growth was led by developing Asia and the United States, which sustained its growth path especially in
2004 and 2005. Developing Asia, notably China and India, witnessed the highest expansion in
economic growth, with an annual real GDP growth for the region standing at 8.0 percent, compared to
5.7 percent in the preceding four years. Other regions of the world that experienced a rise in economic
growth were the Middle East and Africa, with the latter’s performance notably improving, with an
annual real GDP growth rising to 4.7 percent, from 3.4 percent in the period 1998 to 2001. A number of
African countries, including Zambia, also benefited from debt relief under the Heavily Indebted Poor
Countries (HIPC) Initiative of the World Bank and the International Monetary Fund.

Table 1.1: Summary of World Output Trends: 1998-2005

1998-2001 2002-2005
Average 2002 2003 2004 2005 Average

World Output 34 3.0 4.0 53 48 43
Advanced economies: o/w 2.8 15 19 33 2.7 24
US.A 33 1.6 2.7 4.2 35 3.0
Japan 0.4 (0.3) 14 2.3 2.7 15
Euro Area 28 0.9 0.7 21 13 13
Africa 34 36 4.6 55 5.2 4.7
Central and Eastern Europe 2.1 44 4.6 6.5 5.3 5.2
Developing Asia, olw 5.7 6.6 8.1 88 8.6 8.0
China 7.6 8.3 9.5 95 9.0 9.1
India 55 4.7 74 7.3 7.1 6.6
Middle East 37 4.2 6.5 55 5.4 54
Western Hemisphere o/w 18 - 2.2 5.6 4.1 4.0
Brazil 17 1.9 05 49 33 2.7
Mexico 3.8 0.8 13 4.0 2.0
World Trade Volume (goods and services) 5.7 34 54 103 7.0 6.5
Terms of Trade (0.4) 08 11 (02) L7 02
Developing countries (0.2 1.2 0.9 29 6.2 28

Source: World Economic Outlook, April 2006

The volume of world trade during the period 2002 to 2005 also improved, reflecting the global
economic expansion. Global trade volumes grew at an annual average of 6.5 percent compared to 5.7
percent during the period 1998 to 2001. The recovery in the world economy resulted in a buoyant
global demand for commodities, especially from China. Between 2002 and 2005, average spot crude oil
prices shot up by over 100 percent from a year average of US $25.0 per barrel to US $54.1 per barrel in
2005. On an annual basis, crude oil prices increased by an average of 23.2 percent during the period
compared to only 12.2 percent in the preceding four year period. Non-fuel commodity prices also
improved during the PRSP/TNDP period, although at a slower rate relative to the increase in oil prices.
Prices of metals increased by an annual average of 17.1 percent. This was in stark contrast to the period
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1998 to 2001 when metal prices collapsed, declining by an average of 4 percent per annum. The price
of copper, which is Zambia’s main export commaodity, increased to a record high of US $1.61 per pound
in 2005, from US $0.71 in 2002, an increase of over 100 percent (see Table 1.2). The prices of
agricultural raw materials, which had collapsed during the 1998 to 2001 period, were also registering
positive growth trends, rising by annual average of 2.8 percent.

Table 1.2: Annual Percentage Change (US dollars) in World Trade 1998 — 2005

Average Average
1998-2001 2002 2003 2004 2005* 2002-2005
World Trade Prices Annual % Change: US $ terms
oil 122 25 15.8 30.7 436 232
Non-fuel primary commodities (54) 17 6.9 185 8.6 8.9
Olw agricultural raw materials (4.0) 18 3.7 55 03 28
Metals 4.1 @0 122 36.1 226 171
In US Dollars
0il, US $ per barrel 209 25.0 28.9 37.8 54.2 36.5
Copper, US cents per pound 0.71 0.81 121 161

Source: World Economic Outlook, International Monetary Fund, September 2004 & 2005

1.2 The Impact of Global Developments on the Zambian Economy

The expansion in the global economy translated into higher demand for primary commodities resulting in
higher prices. The increase in metal prices impacted positively on Zambia’s mining industry and the
macroeconomic environment in general. The mining industry which faced difficulties during the 1998 to
2001 period received a major boost as a consequence of the rise in prices since 2003. Higher prices,
coupled with the privatisation of the major mines, allowed for enhanced investments in the existing mines
on the Copperbelt as well as in the new mining ventures in the North-Western province. As a result of
higher prices and increased output, metal export receipts shot up by over 170 percent. Similarly, the
increase in prices of agricultural products also positively impacted on export receipts of non-traditional
exports.

Metal and agricultural commodity prices increased leading to increased terms of trade. However, oil
prices also shot up. The impact of higher world oil prices on the Zambian economy was a rise in the
import bill and an increase in energy prices, which were also volatile especially in 2004 and 2005. Higher
oil prices led to rising production costs and were also a factor in Zambia failing to reach single digit
inflation target that had been envisaged during the PRSP/TNDP period. However, due to the significant
increase in mineral production, the deficit in the merchandise trade balance reduced during this period.

1.3 Domestic Economic Growth Trends

The performance of the Zambian economy considerably improved during the period of the
implementation of the PRSP and TNDP from 2002 to 2005. Real GDP growth averaged 4.8 percent per
year, up from an annual average of 2.2 percent in the preceding four years. Growth actually exceeded the
4 percent target identified in the PRSP/TNDP. The improvements in performance represented a marked
reversal of the economic stagnation experienced during the 1990s. Per capita income grew at 2.3 percent
annually. These positive growth trends are due largely to several factors including favourable global
economic conditions and the overall impact of the economic reforms that started in the early 1990s. The
rapid expansion of mining and construction were the key drivers of growth during the period. The
renewed expansion of the mining sector was as a result of recapitalisation and new investments following
the privatisation of state-owned mines and the buoyant world commodity markets. The construction sector
recorded rapid growth as a result of private construction activities, especially in residential housing in the
main urban centres and in facilitating mining sector investments. Manufacturing and tourism also
recorded strong growth, averaging 5.2 and 7.4 percent, respectively. The growth in manufacturing was
driven by the food and beverages sub-sector while growth in the tourism was largely on account of private
sector investment in the sector. Growth in the agricultural sector averaged only 2.6 percent, with
variations in weather patterns as well as inadequate infrastructure and generally poor market access. Table
1.3 shows the annual GDP growth in recent years. Table 1.4, summarises the annual GDP growth rates
by expenditure type over the 2002 to 2004 period.
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Table 1.3: Annual GDP Growth Rates by Sector, 1998-2005

Constant 1994 prices)
1998-2001 2002 2003 2004 2005 Average

Average Actual Actual Actual Actual 2002-2005
Primary sector 23 38 45 75 25 46
Agriculture, forestry, and fishing 10 L.7) 5.1 42 26 26
Mining and quarrying 6.7 16.4 34 13.9 7.9 10.4
Secondary sector 47 72 10.9 9.1 10.0 9.3
Manufacturing 35 57 7.6 47 2.9 5.2
Electricity, gas, and water 42 (5.2) 0.6 (1.9) 54 0.3)
Construction 8.2 174 216 20.5 21.2 20.2
Tertiary sector 40 1.9 34 3.2 54 35
Wholesale and retail trade 4.0 5 6.1 5 24 46
Restaurants and hotels 83 48 6.8 6.4 11.7 74
Transport, storage, and communications 38 18 5 6.2 11.0 6.0
Financial intermediation and insurance 05 35 34 35 33 34
Real estate and business services 11.9 44 4 4 32 41
Community, social, and personal services 2.3 1.6 15 0.6 11.4 3.8
Other 10 (13.8) (7.8) (7.6) (11.4) (10.1)
GDP at market prices 24 33 5.1 54 5.2 48

Source: Central Statistical Office and Ministry of Finance and National Planning

Table 1.4: Annual GDP Growth Rates by Expenditure Type, 2002-2004

2002 2003 2004 2002:04

(average)

GDP (market prices) 3.3 4.2 6.4 3.2
Government consumption 23 19.3 6.4 24
Private consumption 14.8 44 (2.9) 0.8
Investment 172 189 22 114
Exports (223) (163) 212 0.9
Imports 18 17 (6.4) (2.2)

Source: National Accounts (CSO, 2005)

1.4 Fiscal Policy Developments

Fiscal performance generally fell short of meeting the PRSP objectives. The overall deficit, including
grants, averaged 6.7 percent of GDP over the PRSP period, far beyond the target of 3 percent. More
significantly, domestic borrowing to finance the deficit was much higher, averaging 3.6 percent of GDP
over the period. It reached 5.1 percent of GDP in 2003, which caused a rise in interest rates, domestic
debt and interest payments. As a percent of GDP, domestic debt rose from 7.7 percent in 2001 to over
20 percent in the period 2002 to 2003. Similarly, domestic interest payments rose to an average of 2.8
percent of GDP from 1.4 percent in the period 1998 to 2001, which caused the primary balance to
deteriorate from a surplus to a deficit. The increase in government borrowing from the banking sector
also contributed to an excessive rate of monetary growth.

The increase in the deficit and recourse to domestic financing were because of expenditure overruns
related to wages and salaries and recurrent expenditures especially in 2003. This was compounded by
shortfalls in donor assistance. The wage bill exceeded budget allocations and rose from 5.3 percent of
GDP in 2000 to 8.5 percent in 2003, well above Sub-Saharan Africa’s average of around 7.5 percent.
The Government in 2004 took corrective measures to control domestic borrowing and, thus, preserve
macroeconomic stability. This resulted in domestic borrowing falling to 1.9 percent of GDP in 2004 and
further down to 1.8 percent in 2005.

With regard to re-orienting spending towards PRSP priorities, budgetary releases towards the priority
poverty reduction programmes was only 50 percent of budget allocation in 2003. It, however, improved
to 100 percent in 2004 and 2005. Budgetary releases to the education sector as a share of the
discretionary budget increased to 22.6 percent in 2005 from 19.7 percent in 2003 while those to the
health sector declined to 10.2 percent in 2005 from 12 percent in 2003. Similarly spending on key
economic services such as agriculture remained unsatisfactory. Despite agricultural development being
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accorded priority in the PRSP, budgetary outlays to the sector were only 3 percent of national budget in
2004 before rising to 5.8 percent in 2005. However, most of the outlays were mostly directed towards
personnel related expenses and supporting maize production through the Fertiliser Support Programme,
at the expense of broader agricultural development.

Domestic revenues remained steady at around 18.3 percent of GDP, compared to the PRSP target of 20
percent by 2004. Tax collections for the period averaged 17.5 percent and generally stagnated. This
mainly reflected the difficulty of bringing more segments of the economy into the tax net especially the
agricultural sector and the informal sector. A poor record of non-tax collections as well as the low yields
in VAT further worsened the situation.

In the period 2002 to 2005, improvements have been recorded in the budgeting process, expenditure
management and financial accountability. In the area of budgeting, the Medium-Term Expenditure
Framework (MTEF), which employs a longer-term perspective in budgeting and links budgeting and
planning, was introduced in 2003. This, to some extent, has opened up the budget systems to public
scrutiny. The budget was also re-classified to an Activity Based Budgeting (ABB) system in 2004,
thereby enhancing transparency. However, in spite of MTEF and ABB, budget execution is still
characterized by large supplementary expenditures leading to significant mismatches between initial
planned budgets and actual expenditures for many spending heads. This is primarily explained by
inadequacies in the following: ceiling setting process by MoFNP; poor budget estimation on the part of
some institutions; and fiscal indiscipline such as spending before approval is made and non-adherence
to the approval process for supplementary expenditures. The Government launched the Public
Expenditure Management and Financial Accountability (PEMFA) reforms in 2005 which aim at
improving and strengthening expenditure management to efficiently utilize the scarce public resources.

1.5 Monetary and Financial Sector Developments

Overall, inflation and interest rates during the period 2002 to 2005 assumed a declining trend. The
exchange rate of the Kwacha against the United States Dollar was relatively stable. The Kwacha began
to appreciate in 2005. Credit provision to the private sector in real terms also increased. Inflation,
measured by the Consumer Price Index (CPI) fell from 26.7 percent at the end of 2002 to 15.9 percent
at the end of 2005. Nonetheless, the inflation outcome remained short of the PRSP target of reaching
single digit inflation by 2004. The inability to rapidly bring down inflation was largely due to excessive
growth in money supply particularly in 2002 and 2004 when money supply growth was above 30
percent (see Table 1.5). The failure to control growth in money supply was, in part, a result of excessive
government borrowing from the banking system, which was caused by shortfalls in donor budgetary
support and expenditure overruns especially in 2002 and 2003. In addition to excessive government
borrowing, effective implementation of monetary policy was constrained by the limited scope of
effective financial instruments, undeveloped secondary markets, and the lack of market makers and a
well-articulated code of conduct in the securities market.
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Table 1.5: Monetary Growth and Inflation Targets and Outcomes, 2002-2005
(percentage)

2002 2003 2004 2005
PRSP Inflation Targets 13.0 8.0 5.0 5.0
Revised Inflation Target 13.0 13.0 15.0 15.0
Actual Inflation Outcome 26.7 172 175 15.9
Broad Money Growth Target 15.0 16.9 18.1 148
Broad Money Gowth Outcome 313 234 30.3 04

Source: Bank of Zambia and Ministry of Finance and National Planning

Since 2004, interest rates exhibited a downward trend because of the reduction in government borrowing
as well as the lowering of the statutory reserve ratio from 17.5 percent to 14 percent in October 2003. The
weighted average treasury bill rate fell from 31.7 percent in 2002 to 16.5 percent in 2005. Consistent with
developments on yield rates on government securities, commercial bank nominal lending rates also
declined, though at a slower rate. The weighted average lending base rate fell from 42.5 percent in 2002
to 27.6 percent in 2005, which was still prohibitively high. However, average savings rates remained very
low and were only 6.1 percent in 2005. The gap between the average lending and deposit interest rates
was also too wide and remains a major challenge in the financial system. Nonetheless, commercial bank
lending to the productive sectors of the economy recorded an increase over the 2002 to 2005 period.
Credit to the private sector in real terms doubled from K50 billion in 2002 to K102 billion in 2004. As a
ratio of GDP, it rose from 6.2 percent in 2002 to 7.9 percent in 2004. This was, nevertheless, still one of
the lowest in Sub-Saharan Africa, largely reflecting the low intermediation in the economy. Table 1.6
gives important financial indicators over the 2002 to 2005 period.

Table 1.6: Selected Financial Indicators 2002-2005
(Percent unless specified)

2002 2003 2004 2005
91-day Treasury bill 32 18.2 16.3 151
182-day Treasury bill 329 19.8 18.3 16.3
273-day Treasury bill 332 211 194 17.0
Weighted Average Treasury Bill Rate 317 19.7 17.8 16.5
Weighted Average Lending Base Rate 425 317 29.8 276
Average Lending Rate 50.0 45.3 37.1 339
Average Savings Rate 8.1 7.6 5.6 6.1
Exchange Rate (annual % Change) 7.2 2.4 264
Deposit > k20 m (30 days) 195 179 8.2 8.4

Source: Bank of Zambia

In recognition of the many weaknesses and constraints in the financial system and on the need to make the
financial sector play a much more effective role in national development, the Government in 2004
formulated and started implementing the first Financial Sector Development Plan (FSDP) for Zambia.
The FSDP is a systematic and coherent action plan whose implementation is expected to achieve a well
functioning financial sector in the country. It will be one of the major reform agendas during the FNDP
period.

1.6 External Sector Developments

During the 2002 to 2005, Zambia’s external position strengthened. The current account deficit (including
foreign grants) narrowed to 4.6 percent of GDP in 2005 from 6.5 percent in 2002. These improvements
were largely as a result of a lower rate of the widening of the deficit in the current account.

The trade balance improved from a deficit of US $504 million (or 13.3 percent of GDP) in 2002 to a
surplus of US $59 million in 2005. The favourable developments in the trade account were on account of
a larger increase in exports receipts, which outstripped that of imports. Merchandise export receipts shot
up by 129 percent to US $2,095 million in 2005 from US $916 million in 2002. Both metal and non-metal
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exports recorded an increase. Metal exports receipts more than doubled, rising from US $560 million in
2002 to US $1,577 million in 2005.

Merchandise imports also recorded a substantial increase from US $1,204 million in 2002 to US $2,068
million in 2005. The increase in imports was due to the new capital investments in the mining sector and
high petroleum bills due to the increase in world oil prices and fertilizer imports. Although the current
account strengthened, the level of gross international reserves remained quite low. Expressed in months
of import coverage, reserves fell from an equivalent of 2.1 months of imports in 2002 to 1.4 months in
2005, in part as a result of a sharp rise in imports during the last two years.

In terms of export diversification, non-traditional exports (mostly primary agricultural products such as
cotton lint, cotton yarn, flowers, vegetables, gemstones and tobacco, and such secondary products as
sugar, copper wire and electric cables) also performed well. Receipts grew by an annual average of 18
percent and went up by 50.7 percent to US $538 million from US $357 million in 2002. Although the
share of non-traditional exports (NTES) in total export earnings declined from 39.0 percent in 2002 to 25.7
percent in 2005, they are increasingly becoming an important source of Zambia’s foreign exchange,
employment and incomes for many rural households who grow export crops. The effects of the sharp rise
in metal prices to historical highs largely explained the decline in the share of NTEs. However, the rise in
NTEs has mostly been in the primary agricultural products with very little of processed commaodities.
This reflects the low manufacturing activity in the economy, which requires to be addressed by creating
stronger inter-sectoral linkages. Table 1.7 shows selected external sector indicators.

The export diversification drive is still being stifled by high production costs; inadequate access to
affordable credit for investment; problems with transport to final markets; bad weather conditions; and
lack of market access. Additionally, even though Zambia’s trade regime remained open and supportive of
export development and the diversification of the economy, export facilitation has continued to face real
challenges. These include restrictive customs procedures; sanitary and phyto-sanitary standards
requirements; and the slow processing of duty draw back and import VAT. In 2005 and through the first
half of 2006, the sharp appreciation of the Kwacha against the United States Dollar was a source of
concern for exporters.

1.7 External Debt and Aid

A major development during 2005 was Zambia’s reaching the Completion Point under the Heavily
Indebted Poor Countries (HIPC) Initiative resulting in debt forgiveness/cancellation. In addition to this,
Zambia in 2005 also became eligible for debt relief under the G8 initiative which proposed to cancel 100
percent of all concessional debts owed to the International Monetary Fund, the African Development
Bank and the World Bank. Following the debt relief provided as a result of the Enhanced HIPC Initiative,
Zambia’s foreign debt came down to US $4 billion in 2005 from US $7.1 billion at end 2004. When the
G8 commitments are effected through the Multilateral Debt Relief Initiative (MDRI), it is expected that
Zambia’s debt would come down to around US $700 million.

Fifth National Development Plan 2006 — 2010 10



Table 1. 7: Selected External Sector Indicators: 2002-2005
(US $ million unless otherwise stated))

2002 2003 2004 2005*
Current account balance excluding grants (647.35) (686.17) (581.09) (695.59)
Current account including grants (342.98) (400.45) (298.01) (277.50)
Merchandise trade balance (259.28) (302.10) 82.38 31.80
Exports 916.28 1061.39 1778.78 2160.60
Metals 559.62 669.23 1321.53 1615.79
Non-metal 356.66 392.17 457.25 544.81
Imports (1203.5) (1392.5) (1726.9) (2160.8)
Foreign direct investment 303 347 364 380
Gross official reserves (in months of import cover) 2.1 13 12 1.6
External debt stock (US $ billions) 71 45
Nominal GDP 3775.52 4317.62 5447.56 7269.0

In % of GDP
Current account balance (excluding grants) (17.1) (15.89) (10.67) (9.57)
Current accumulated balance (including grants) (9.08) 9.27) (5.47) (3.82)
Merchandise trade balance (6.87) (6.99) 151 0.44
Exports, f.0.b. 24.27 24.58 32.65 29.72
Metals 14.82 15.49 24.25 22.23
Non-metal 941 9.08 8.39 7.49
Imports (31.88) (32.25) (31.70) (29.73)
Source: Ministry of Finance and Na_tional Planning and Bank of Zambia
* estimate

With regard to external aid, inflows during the period 2002 to 2004 amounted to US $2,332.3 million.
This was above the PRSP target of US $804 million or 67 percent of the planned budget of US $1,200
million. On an annual basis, external aid declined from US $754 million in 2002 to US $406.4 million in
2003 and rose to US $519 million in 2004. In 2005, inflows increased to US $652.0 million (see Table
1.8).

Table 1.8: External Aid Inflows (in US millions), 2002-2005

2002 2003 | 2004 2005

Budget Support 311.0 58.8 64.8 153.7
Grants 81.9 38.9 44.1 129.7
Loans 229.1 19.9 20.7 24.0
Project Support 4431 347.6 455 498.3
Total Inflows 754.1 406.4 | 519.8 652.0

Source: Ministry of Finance and National Planning

Despite external aid inflows being in excess of the PRSP targets, aid management was still weak, thereby
adversely affecting its effectiveness. Key weaknesses identified were the unclear procedures regarding
how best to mobilise, receive, plan/budget and manage external resources; inappropriate systems of
monitoring programme/project implementation; and, consequently, inability to determine the level of
impact and weak coordination within the Government system in the area of aid management. This has
resulted in many line ministries being marginalized in the process. It is noteworthy that serious efforts
were initiated to make aid more effective: The aid policy and strategy was developed under the Wider
Harmonisation in Practice (WHIP) initiative. The Government and its cooperating partners initiated a
process to reduce transaction costs in aid receipt and management. The operationalization process of the
Joint Assistance Strategy for Zambia (JASZ) would be finalised during the Plan period. The Government
also started a process of strengthening its capacity for debt management.
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Review of Poverty Trends

2.1 Income Poverty

According to the Living Conditions Monitoring Survey (LCMS) IV of 2004, as much as 68 percent of
the population fell below the national poverty line, earning less than K111,747. This is in spite of the
implementation of the PRSP and the positive growth trends during the last few years. Figure 2.1 shows
that poverty levels slightly fell in 2004 compared to 1998 when poverty stood at 73 percent. The depth
and severity of poverty also remain high despite the slight decline since 1998. At the national level, the
depth of poverty dropped to 36 percent from 40 percent in 1998, while the severity of poverty declined
to 23 percent from 26 percent in 1998. Extreme poverty (covering people earning less than K78,223 per
month) fell from 58 percent in 1998 to 53 percent in 2004.> The declining depth and severity of poverty
was driven primarily by rising per capita consumption amongst the poorest non-farm households. This
represents a deviation from the experiences of 1991-1998, during which time non-farm poverty rose
rapidly.

Figure 2.1: Growth and Poverty Trends, 1991-2004
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Source: Central Statistical Office
Note: These official poverty estimates are based on the Priority Surveys
(1991, 1993) and Living Conditions Monitoring Surveys (1996, 1998, and
2004). GDP per capita is based on National Accounts.

Changes in poverty during 1998 to 2004 were evenly distributed across rural and urban areas. Table 2.1
shows that poverty in rural and urban areas declined by 5 percent and 3 percent, respectively. The
incidence of poverty in the rural areas fell from 83 percent in 1998 to 78 percent in 2004, while poverty in
urban areas declined to 53 percent from 56 percent in 1998. Rural incidence of extreme poverty fell from
71 percent in 1998 to 65 percent in 2004. In urban areas, the incidence of extreme poverty declined by 2
percent from 36 percent to 34 percent. Although almost all provinces recorded some decline in poverty
incidence, important gains were made in certain provinces like the Copperbelt and Eastern provinces. The
incidence of poverty declined the most in Eastern province, where it fell by 11 percentage points to 70
percent in 2004 from 81 percent in 1998. This was followed by the Copperbelt, which recorded a 9
percentage points decline in poverty incidence to 56 percent in 2004 from 65 percent in 1998.

y.

! The “incidence’ of poverty (or headcount) measures the number of people falling below the poverty line irrespective of how
far from the poverty line they are. So people lying far below the poverty line and those just beneath it are counted equally. In
order to adjust for the fact that some people lie far below the poverty line, it is necessary to calculate the ‘poverty gap’ or what
is alternatively referred to as the ‘depth’ of poverty. This measure gives a greater weight to the poorest of the poor. Along
similar lines, the ‘severity” of poverty (or the ‘squared poverty gap’) attaches even greater weight to the poorest of the

poor.
2 Extreme poverty is measured by taking a lower poverty line that reflects the minimum requirements of food spending and
excludes some of the items included in the national ‘basic’ poverty
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Table 2.1: Changes in Poverty, 1998-2004

Population (1000s) Incidence (P0) Depth (P1) Severity (P2)

1998 2004 1998 2004 1998 2004 1998 2004
National 10,183 10,899 73 68 40 36 26 23
Rural 6,359 6,633 83 78 49 44 34 30
Small-scale farms - 5,958 84 79 50 45 35 31
Rural medium/ farms - 330 73 73 38 36 25 22
Rural Large-scale farms - 27 - 37 - - -
Rural non-farm households - 304 79 69 48 36 35 24
Urban 3,824 4,292 56 53 23 22 13 12
Central 1,019 1,136 7 76 44 43 31 28
Copperbelt 1,823 1,661 65 56 31 24 19 13
Eastern 1,304 1,514 81 70 46 40 31 27
Luapula 701 863 82 79 47 42 32 26
Lusaka 1,526 1,534 52 48 22 19 13 10
Northern 1,237 1,407 82 74 45 41 31 27
North-Western 549 654 76 76 41 40 27 26
Southern 1,268 1,360 76 69 42 35 28 22
Western 756 826 89 83 57 53 42 38

Source: Central Statistical Office - data not Available
Note: These official poverty estimates are based on the Priority Surveys (1991, 1993) and Living Conditions Monitoring Surveys
(1996, 1998, and 2004). GDP per capita is based on National Accounts.

In terms of the incidence of poverty among various strata, Table 2.1 shows that the rural small-scale
farmers had the highest incidence of poverty at 79 percent with 66 percent being extremely poor. This
was followed by rural medium-scale farmers where poverty incidence was 73 percent. In the urban
areas, the highest incidence was among the low cost households at 58 percent. In terms of the current
status of poverty, high levels of poverty continue to be associated with more remote provinces such as
Western province (83 percent), Luapula (79 percent) and North-Western province (76 percent). The
incidence of poverty was lowest in more urbanized regions like Lusaka (48 percent) and the Copperbelt
provinces (56 percent). While the proportion of the population living in poverty did not vary much
among the provinces, there were quite significant variations in terms of the proportion of the population
living in extreme poverty across the provinces. The rate of extreme poverty varied from 29 percent in
Lusaka province to 64 percent in Luapula province. Incidence of extreme poverty was also high in rural
areas where two thirds of the population was extremely poor compared to only one third in the urban
areas. Figure 2.2 shows the incidence of poverty by province in 2004.

The analysis of each province’s contribution to the national incidence of poverty of 68 percent depicted
in Figure 2.3 shows that Northern province contributed the most (16 percent), followed by Copperbelt
and Eastern provinces (both 14 percent). The severity of poverty is more acute among rural than urban
households. In the rural areas, it was estimated at 17 percent, while in urban areas it was estimated at 9
percent.

The preceding analysis indicates that poverty remains more severe in rural areas. The majority of rural
households in Zambia depend on consumption of own produce. Therefore, the high poverty levels in
rural areas could be as a result of not having adequate food by the majority of households there. The
rural areas have poor infrastructure and marketing systems while labour productivity among the small-
scale farmers is quite low.
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Figure 2.2: Incidence of poverty by province in 2004 (percent)
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Figure 2.3: Provincial contributions to National Poverty, 2004
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The persistently high income poverty observed in 2004, is in sharp contrast to the rapid acceleration in
economic growth experienced since 1999. This implies that the country’s improved economic
performance over recent years has not translated into significant declines in poverty. There are several
important factors that may explain the persistence of high poverty levels. They include the changing
structure of growth, which during the period 1998 to 2004 was largely driven by the improved
performance of the mining and construction sectors. Agriculture, upon which the majority of poor people
depend, did not perform particularly well over the recent years, with wide fluctuations in production and a
relatively low average growth rate. This reflected considerable variation in weather patterns as well as
inadequate infrastructure and generally poor market access. Much of the growth that has taken place has
been driven by cash crops such as cotton and tobacco, which are concentrated in specific areas of the
country. This may explain why poverty incidence is still highest among the rural small-scale farmers.

The changing structure of growth has also influenced the provincial distribution of poverty. The collapse
of the mining sector during the late 1990s may explain why the population of the Copperbelt has declined
dramatically. This could be explained by out migration to other provinces with better economic prospects.
This, together with subsequent mining growth, may account for the sharp decline in poverty experienced
in the Copperbelt province, and the rapid increase in the population of the North-Western province, where
new mining growth has been taking place. The decline in poverty in the Eastern province may be the
result of strong growth of such agricultural commodities as cotton and tobacco that are grown in the
region.
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Figure 2.4 shows the proportion of the population living in moderate and extreme poverty by sex and age
of the household head. The incidence of poverty was highest among female (69 percent) than male-headed
households (66 percent). The LCMS surveys have shown that the majority of the female heads of the
household attained household headship by way of loss of their spouses who in most cases were the
breadwinners. These results clearly indicate how difficult it is for female-headed households to acquire
adequate food that meets their minimum nutrition requirements. The issue of property grabbing may
contribute to the high levels of poverty among female-headed households.

Fig 2.4: Poverty by Sex and Age of household Head, 2002/2003
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Analysis of poverty by age of household head reveals high levels of poverty among households headed by
elders. For instance, poverty rates ranged between 51 percent in the age group 12 to 24 to 75 percent in
the age group 55 years and above. Head count poverty was equally high among persons headed by those
aged 45 to 54 years. The high level of poverty among persons who are supposed to be living off their
benefits is a clear indication of the poor social security system prevailing in the country. The delays in
paying off terminal benefits have compounded the poverty situation in the country.

The incidence of poverty by household size and education level completed by the household head are
shown in Figures 2.5 and 2.6, respectively. High levels of poverty were observed in households with
seven or more members, at 76 percent compared with 35 percent in households with one to three
members, and 65 percent in households with four to six members. These results expose the fact that larger
families are more likely to be poor than smaller ones. However, with the advent of HIV and AIDS and its
attendant increase in the number of orphans, large family sizes are unavoidable.

Analysis of incidence of poverty by highest level of education completed by the household head reveals
an inverse relationship between headcount poverty and education status of the household head. The
proportions of the poor ranged from 80 percent in households headed by persons with no education to 24
percent in those headed by persons with tertiary education. Surprisingly, primary education does not seem
to have an absolute impact on the wellbeing of the people since the headcount ratio is not statistically
different from that obtaining from the “no education” category. This finding points to the need to revisit
the basic education curriculum with the view of making it more relevant to overall economic activities or
labour formation in the country. The present curriculum at primary level is tailored to school-based
subjects as opposed to practical or skill-oriented subjects. It is, therefore, desirable to provide primary
education that imparts both effective knowledge and skills, which can be applied by an individual to earn
a living.
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Fig 2.5: Poverty by Household Size, 2002/2003
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Fig 2.6: Poverty by Education Level, 2002/2003
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An analysis of income deciles reveals that income in Zambia is very unevenly distributed. According to
the LCMS |11 survey report, the bottom 50 percent of the Zambian population claim a meagre 15 percent
of total income, while the top 10 percent claims 48 percent of the total income, which is more than three
times the income share for the bottom 50 percent. The corresponding figures for November/January 1998
were bottom 50 percent with 10 percent and top 10 percent with 57 percent. Within rural areas, the bottom
50 percent of the rural population claims 22 percent of the total income, while the top 10 percent claims
33 percent, or 1.5 times the income share for the bottom 50 percent. For urban areas, the bottom 50
percent of urban population received only 12.0 percent of total income, with the top 10 percent receiving
total income of 51 percent.

In terms of the Gini coefficient, which defines the level of income inequalities, Zambia had a coefficient
of 0.57 in 2003. This contrasts with the ratio of 0.61 for 1996 and 0.66 for 1998. Coefficients of this
magnitude manifest high poverty levels in society. They are indicative of uneven income distribution in
Zambia. Income inequalities are more pronounced in the urban areas with a Gini coefficient of 0.61 than
in rural areas with a coefficient of 0.42.

Comparing the Gini coefficient from the household income distribution of 1993 (0.66), with that of 2003
(0.57), it can be observed that there is a slight improvement in the distribution of incomes in the Zambian
society. However, using the per capita income distribution for 2003, it can be observed that 20 percent of
the total income is shared by 70 percent of the population.
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2.2 Non-Income Poverty and other Social Developments

The analysis so far has focused on income-based poverty. However, there are a number of non-income or
social dimensions of poverty that are also important for household welfare. According to the 2005 Human
Development Report, Zambia ranked 166th (out of 177 countries) on the basis of its Human Development
Index (HDI). This composite index reflects life expectancy at birth, adult literacy rate, school enrolment
and GDP per capita. Life expectancy at birth for Zambians was at 52.4 years in 2003 (50.4 rural, 50.2
urban). The achievement of MDGs by 2015 remains a big challenge for Government. According to the
MDGs Status Report for Zambia, 2005, some of the MDGs are not likely to be met. These include
reducing child and maternal mortality, integrating the principles of sustainable development into the
country’s policies and programmes and reversing the loss of environmental resources and halving by
2015, the proportion without sustainable access to safe drinking water and sanitation (for details refer to
the Millennium Development Goals Zambia Status Report, 2005).

Education indicators have improved over recent years, with increases in primary school enrolment and
decline in drop-out rates. For instance, gross enrolment ratios (GER) for Grades 1-9 rose from 75.1 in
2000 to 104.6 in 2005 while net enrolment ratios (NER) rose to 92.3 percent from 68.1 in 2000.
Significant improvements have also been made in school completion rates. In 2000, the completion rate
was 63.6 percent and increased to 72 percent in 2004. These improvements partly reflect the introduction
of free primary schooling in 2002.

Despite the improvements noted above, there are still a number of outstanding challenges that must be
addressed. Adult literacy stands at only 55.3 percent and has remained unchanged since 1990.
Furthermore, the provision of education services is unevenly distributed in favour of urban households.
Less than half of the rural adult populations are literate, while primary and secondary school enrolment
rates are lowest in the more remote Eastern, Luapula and Western Provinces. Additionally, the quality of
education has not matched the levels achieved in terms of access.

Health indicators have also shown some improvement since the early 1990s. Both rural and urban infant
mortality fell considerably between 1990 and 2000 and is projected to decline further. Furthermore,
according to recent estimates, the adult prevalence of HIV and AIDS has fallen from 20 percent in 1998 to
16 percent in 2002. However, adult HIV and AIDS prevalence remains twice as high in urban areas as in
rural areas, and women are 40 percent more likely to be infected than men.

Maternal mortality also worsened during 1996-2002. Maternal mortality has remained relatively high in
Zambia. There were 649 maternal deaths per 100,000 live births in 1996. This figure increased to 729
maternal deaths per 100,000 live births in the period 2001/2002. These indicators confirm that recent
changes in household welfare have indeed been ambiguous and that poverty is particularly severe,
especially once non-income dimensions are taken into account. Although still relatively high, childhood
mortality indicators have shown signs of decline. Infant mortality was 123 deaths per 1,000 live births in
1990 and it declined to 110 deaths per 1,000 live births in 2000. Under-five mortality was 197 deaths per
1,000 live births in 1996 but fell to 168 deaths per 1,000 live births in 2001 and 2002. As in other
indicators, childhood indicators are better in urban compared to rural areas.

The nutritional status of a child can be a direct indicator of the well-being of the household. It also reflects
on the community’s nutritional status and the future of national development potential. The percent of
children, who were found to be stunted, wasted or underweight, has increased between 1992 and
2002/2003. Furthermore, although some progress is being made, a high proportion of the Zambian
population, estimated at 47 percent, has no access to safe drinking water, especially in the rural areas.
The proportion of households with access to safe water has been fluctuating in Zambia from 48.3 percent
in 1992 to 46.8 percent in 1996. The figure increased to 52 percent in 2002/2003. The majority of the
rural population access their water from lakes/rivers and unprotected wells, which are not safe. Several
deaths each year are caused by unsafe water, poor sanitation and hygiene.

Environmental degradation has also reached alarming proportions. The country’s forests are under

tremendous pressure, with wood harvesting for fuel and timber and the clearance for agriculture and
human settlement being some of the primary causes. In the last decade, environmental degradation,
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especially deforestation and wildlife and fish depletion, has become particularly severe and threatens
sustainable economic growth. This could be attributed to poverty pressure which leads to stressful coping
strategies, uncoordinated mining activities or lack of appreciation of the interrelationship between human
existence and the environment.

On the global level, Zambia has been monitoring it progress towards the achievement of the Millennium
Development Goals (MDGs). According to the 2005 MDG report, five targets are perceived as likely to
be achieved by 2015. These are: halving the proportion of people living in extreme poverty and those
suffering from hunger; ensuring that children everywhere, boys and girls alike, will complete a full course
of primary schooling; eliminating gender disparities in all levels of education; and having halted and
began reversing the spread of HIV and AIDS. Similarly, three targets were perceived to be potentially
achieved by 2015 although with lesser optimism, and these are reducing under-five mortality by two
thirds, halting and reversing the incidence of malaria and other major diseases and halving the proportion
without sustainable access to safe drinking water and sanitation.

On the other hand, two targets, reducing the maternal mortality ratio by three-quarters and reversing the
loss of environmental resources are unlikely to be achieved by 2015. The Government’s commitment to
prudent macroeconomic management and poverty reduction has resulted in its accession to HIPC
completion point and qualification under the Multilateral Debt Relief Initiative (MDRI).This positive
trend has created the fiscal space, increased prospects and renewed optimism towards the attainment of
the Millennium Development Goals. The Fifth National Development Plan therefore, is the vehicle that
Zambia is using to progress towards the Millennium Development Goals.
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3

The Fifth National Development Plan Theme and
Strategic Focus

3.1 Introduction

Zambia has articulated its long-term development objectives in the National Vision 2030. The National
Vision is “to become a prosperous middle income country by the year 2030.” The Vision 2030
identifies a number of development goals, which include: (a) reaching middle-income status; (b)
significantly reducing hunger and poverty; and (c) fostering a competitive and outward-oriented
economy. Together, these goals call for policies that accelerate and sustain economic growth, and
which enable the poor to participate in, and benefit from, the growth process. The FNDP is an important
step towards the realisation of the 2030 Vision. The Theme of the FNDP is, therefore: “Broad Based
Wealth and Job Creation through Citizenry Participation and Technological Advancement™, while the
strategic focus is “Economic Infrastructure and human resources development™. This chapter broadly
explains both the Theme and the Strategic focus of the FNDP.

The Government recognises the strategic role that ‘good governance’ would play in the realisation of
the ideals of the FNDP. Laws, rules and regulations that govern the interaction of various actors in the
political arena significantly influence the nature of the relationships that emerge and whether those
relationships adhere to the people’s defined acceptable norms of good governance. The Government
maintains that, for it to facilitate a hospitable environment where good governance obtains, what is
required is, inter-alia, political will, integrity and honesty. The principle of good governance in the
legal context is where there is separation of powers of the three organs of state, namely, the Legislature,
the Judiciary and the Executive.

The process of reviewing the Republican Constitution for Zambia, which began in 2005, and which
addresses a number of issues, some of which border on good governance, will continue during the
FNDP period. Good Governance also includes accountability and transparency in the management of
national affairs and the discharge of the responsibilities of public office. As the Government
implements the FNDP, it shall continue to uphold the view that public office is a trust held for the
benefit of the general public, the governed, and is not for private profit or gain. Transparency, another
tenet that the Government shall continue to uphold, enables the general public to know or discover the
truth so as to avoid speculation. Therefore, it is the Government’s position that men and women who
hold public office should be prepared to submit to public scrutiny and questioning as part of the process
of rendering an account for the discharge of their public responsibilities.

During the implementation of the FNDP, the Government shall focus on all three levels of

accountability, namely,

a) Political accountability that applies to politicians who shall be held accountable by the electorate
for the success or failure to initiate the planned FNDP programmes;

b) Administrative accountability that refers to administrative structures of the Government (mainly the
civil service) that should have clear rules, roles and responsibilities and provide checks and
balances for administrative performance; and, lastly,

¢) Financial and budgetary accountability that entails the ability to account for the allocation, use and
control of public funds, public assets and properties. This shall be determined by the degree to
which the FNDP implementation system shall remain in good stead to honour the laid down
financial accounting systems, rules, regulations and procedures.

Against the above background, the Government endeavours to reflect tenets of good governance in all
chapters of this Plan, in addition to Chapter 31 on Governance.
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3.2 Achieving Broad Based Wealth and Job Creation

The improved economic performance since 1999 has not significantly reduced poverty. One explanation
for the weak growth/poverty relationship is that recent growth has been concentrated in mining,
wholesale and retail trade and construction, which are mostly urban based and capital intensive. Most of
these sectors have not generated sufficient employment due to weak linkages with the rest of the
economy. If the country continues on such a growth path, it is projected that headcount poverty will
only marginally decline to 62.3 percent by 2010 from 68.0 percent in 2004. This will not significantly
advance the development objectives identified in the Vision 2030 as well as progress towards meeting
the Millennium Development Goals (MDGs) objective of halving the 1990 levels of poverty by 2015.

While mining, construction and energy sectors are expected to continue contributing to overall
economic growth, the focus of the FNDP is on pro-poor growth-oriented sectors that create employment
and income opportunities of the poor. These include rural development, agriculture and manufacturing,
which provide a greater opportunity for creating wealth and jobs, thereby rapidly reducing poverty. The
FNDP also emphasises the creation of strong linkages between the capital intensive sectors and the rest
of the economy so as to enhance broad-based growth.

About 60 percent of the total population and 70 percent of the poor live in rural areas. Further, the
majority of rural and urban households rely on incomes from agriculture and agriculture-related
industries or consume domestically produced food. Agriculture and related industries, such as
manufacturing, tend to be more labour-intensive and also have strong linkages with the rest of the
economy. Growth in these sectors is, therefore, expected to generate jobs and create employment
opportunities for households. For these reasons, fostering agricultural growth and rural development is
important for rapidly reducing poverty in Zambia. Promoting large-scale commercial farming and
fostering increased small-holder participation is vital as both have a strong rural bias. Increasing rural
household incomes creates a market for domestic non-agricultural production, thereby providing an
important platform for structural transformation. Rural and agricultural development are, therefore,
important for accelerating pro-poor growth and for laying the foundation for achieving the country’s
long-term growth and development objectives. Zambia has an abundant resource base comprising land,
water and labour, and therefore, efforts will be made during the Plan period to utilize them in order to
achieve the set objectives.

The use of modern technologies will be especially promoted in agriculture. Rural and agricultural
development, however, involve more than improving production technology in agriculture. An
appropriate development strategy requires a range of interventions, including the development of rural
markets, the provision of agricultural and financial services, the establishment of marketing chains and
the provision of infrastructure. Creating these conditions will enable Zambians to effectively participate
in the economy and to utilise the abundant natural resources to earn incomes. This, in turn, would result
in the improvement of the standard of living for the poor and disadvantaged.

3.3 Economic Infrastructure and Human Resources Development

At the core of an enabling environment is the need to have a strong and sustainable economic
infrastructure, especially roads, bridges, dams and various means of communications. The emphasis will
be on maintaining the existing infrastructure. It should be noted that rural and agricultural development
alone cannot achieve the objectives identified in this Plan. Structural transformation and urban growth
are also important for the long-term development process, not least for providing markets for
agricultural products. However, such growth largely depends on the private sector and, therefore,
requires a supportive environment. Consequently, one of the key targets of the FNDP is to create the
enabling environment supportive of private sector growth and ensure that the country has good
infrastructure, a supportive macroeconomic environment and skilled human resource. The development
of human resources will entail the implementation of a range of actions and reforms to develop and
make available to the economy appropriate skills. Thus, apart from economic infrastructure, this Plan
focuses on social investments in health and education.

In the context of the above, the realisation of the FNDP goals requires the following interventions:
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Macroeconomic policies
a) Inflation and interest rate reduction;
b) Transparent debt contraction and management;
c) Effective public expenditure and revenue management;
d) Sound economic governance and transparency;
e) A stable and competitive exchange rate; and
f) Financial sector policies, including microfinance.

Social policies
a) Poverty reduction;
b) Public investment in effective HIV and AIDS interventions;
c) Housing and water and sanitation improvement;
d) Public investment in education and health;
e) Social safety nets; and
f) Pro-employment economic growth and sound labour administration.

Rural sector policies
a) lrrigation development;
b) Attainment of food security;
c) Provision of microfinance;
d) Development and/or rehabilitation of infrastructure, especially feeder and all weather roads; and
e) Livestock development.

Urban sector policies
a) Housing improvement including revamping urban planning such as upgrading of unplanned
settlements;
b) Safe water and sanitation;
c) Waste management;
d) Improved land management; and
e) Manufacturing and services sectors growth.

Structural Policies
a) Private Sector Development, especially relating to improving the business and investment
climate; and,
b) Strengthening the financial sector.

Cross-cutting issues
a) Mainstreaming HIV and AIDS;
b) Gender mainstreaming;
c) Ensuring environmental sustainability;
d) Improved land management; and
e) Promoting good governance.

3.4 FNDP Expenditure Priorities

Given Zambia’s developmental challenges, especially the high poverty levels estimated at 68 percent of
the population, and the fact that provision to the basic services of education, health, water and sanitation
is still poor quality and access is also not widespread, there is a real need for stepping up of efforts
aimed at strengthening and broadening the growth process and fostering human development.

The Plan has therefore, identified two critical areas where public spending should be focused if growth
is to be accelerated and broadened. These are: (a) strengthening the relevant economic and social
infrastructure, especially roads, schools and hospitals; and (b) enhancing agriculture and rural
development. These will be complemented by the implementation of specific structural reforms across
various sectors in order to improve the business and investment climate.
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To foster human development, the public spending priorities shall focus on enhancing the quality of
education provision, skills development and employment, better health service delivery, addressing the
problem of frontline personnel and the lack of requisite working implements in the two critical sectors
of education and health. It is also planned to expand the proportion of the Zambian population with
access to safe drinking water, especially in the rural areas and in peri urban areas. The Plan also seeks to
significantly improve the working and operating conditions in the public order and safety sector, in
particular, those related to housing for law enforcement officers. Attention will also be given to the
sustainable management of natural resources and the environment.

In many respects, these priorities also match the eight Millennium Development Goals. In summary, the
expenditure focus of the FNDP is on infrastructure (particularly road infrastructure), agricultural
development, education, health, water and sanitation and public order and safety.

3.4.1 Rationale for Targeted Priority Expenditure

3.4.1.1 Agriculture

Agriculture remains the key priority in the growth and poverty reduction programme of Zambia. Over
60 percent of the population derives its livelihood from agriculture and reside in rural areas. However,
in the last decade, including in the PRSP period, agriculture development did not receive resources
commensurate with its status. Government spending on agriculture has been less than 5 percent of the
Government budget and about 1.0 percent of GDP. This low spending on agriculture-related
developments resulted in, among others, agricultural support infrastructure being run down, extension
service delivery operating at only 40 percent capacity, and high recurring livestock disease incidences.
The result has been low agricultural productivity and high poverty incidences, especially in rural areas.

The FNDP seeks to reverse this situation by appropriately financing agriculture investments and
development so as to accelerate growth and poverty reduction. The FNDP targets to increase resource
allocations (both Government and donor) to the sector from the current levels of about 1.6 percent of
GDRP to at least 2.3 percent of GDP by 2010. The Government plans to increase its allocations from 0.9
percent to 1.6 percent by 2010. As a percentage of the GRZ budget, allocations to the agricultural
sector are planned to be increased to about 9.0 percent by 2010 from 5 percent in 2006. This will bring
Zambia closer to the SADC and Maputo Declaration to raise agricultural budgets to not less than 10
percent.

The key interventions in agriculture will be the improvement of agricultural productivity, especially for
small-scale farmers by, among others, reviving and strengthening agricultural extension services. Other
programmes will include the enhancement of animal health and livestock production and extension;
agricultural research; and technological development. The encouragement of diversification in the
production of both staple and cash crops to ensure food security and the development of irrigation and
support services have also been accorded priority. Other key interventions shall be the continuation of
the on-going land development programme of opening up new farming blocks for commercial
development.

3.4.1.2 Infrastructure

Strengthening economic infrastructure is one of the critical vehicles for the realization of the Plan’s
objectives. Poor physical infrastructure such as roads, electricity, irrigation and dams has been one of
the major bottlenecks holding back private sector development and Zambia’s economic progress in
general. During the FNDP period, it is planned that roads in maintainable condition should improve
from 51 percent in 2005 to 90 percent by 2010. Spending on rural feeder roads, in particular, will be
enhanced to widen market access on a large scale. The Government also targets to raise spending on
road infrastructure from both Government and donors to at least 2.8 percent of GDP by 2010 from 2.5
percent in 2006. Government spending is programmed to be raised to 1.8 percent of GDP by 2010 from
1.1 percent in 2006, to allow for road infrastructure development and maintenance. As a proportion of
the Government budget, spending on roads is planned to be raised to 5.3 percent by 2009 and
maintained at that level.
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Apart from roads, the development of rail transportation infrastructure has also been accorded priority.
However, the rail projects will be funded mostly through private financing. Other key infrastructure
programmes are the enhancement of energy supply, including water development for economic
purposes such as irrigation. There are also projects of a large commercial nature namely the
development of hydro power stations and the power rehabilitation programme. These will be mainly
developed through public private partnerships or private arrangements where possible. These large
projects are of vital importance because the Southern African region faces a looming power shortfall by
2008 and Zambia is one of the few countries where new projects could be quickly developed if
resources are available. The power rehabilitation programme is essential to guarantee power supply and
significantly reduce on power outages frequently experienced by business enterprises and households.
The rural electrification programme will also be scaled up during the Plan period.

3.4.1.3 Health Sector

Total expenditure on health as percent of GDP has fallen from 6.0 percent in 1997 to 5.7 percent in
2001 and to 1.5 percent in 2005. Similarly, total expenditure on health has fallen from US $24 million
in 1997 to US $18 million in the period 2001 to 2005. Consequently, the provision of quality health
care has declined. During the FNDP, the vision is “to provide Zambians with equity of access to cost-
effective, quality health care as close to the family as possible. To achieve this vision, Zambia will
require at least US $255 million per year to offer basic health services. In addition, there are emerging
factors that call for increased expenditure in the sector. They include the following:

Human resources: A key constraint to effective and rapid scaling-up of health services in Zambia is the
waorsening human resource situation. Over the past few years, there has been a massive exodus of health
workers, especially nurses going abroad due, primarily, to the low level of wages and benefits in the
civil service and also the general poor working environment. A recent assessment of the health
workforce in Zambia reported that current workforce levels are only 50 percent of the required levels.
Significant levels of resources will be needed in order to fill vacant posts and to improve the working
environment.

Drugs and supplies: Zambia requires approximately US $38.5 million for procurement of essential
drugs but less than half of this is available annually from both Government and cooperating partners.
With the policy of free Anti-Retroviral (ARVs), Zambia requires about US $25 million per annum to
sustain the 39,000 patients on ARVs. If Anti-Retroviral Therapy is scaled up to cater for 100,000
eligible patients, approximately US $60 million will be required for procurement of anti retroviral
drugs. Zambia also requires approximately US $10 million for the procurement of the coartem drug for
malaria treatment and US $8 million for vaccines and injection supplies.

Infrastructure and equipment: Access to basic services shows a wide spatial variation with provinces
closer to the ‘line of rail” having better access to services. In urban areas, 99 percent of households are
within 5km of a health facility while it is only 50 percent of households who are within 5km of a health
facility in rural areas. In the FNDP, the priority is to make available at least one first level hospital in
each district, which would operate as a referral hospital to a satellite of health centres.

On the basis of the above, the Government plans to scale-up total health spending to 3.6 percent of GDP
from both Government and donors by 2010, from 2.9 percent in 2006. The Government plans to raise
its health budget to at least 11.5 percent of budget by 2010 from 7.0 percent in 2006. Total health
budget (both GRZ and donors) will require to be increased to around 14.1 percent by 2010 from 10.6
percent in 2006.

3.4.1.4 Education and Skills Development

The focus in this Plan is to significantly shift towards interventions aimed at increasing the quality of
education and enhancing skill development, which is in critical short supply. This is mainly due to the
huge increases in enrolment that the system has sustained over the last five years with annual increases
at all levels reaching nearly 95 percent of the target population for basic education. The FNDP is
targeting three priority areas: recruitment of teachers; procurement of educational materials; and the
construction of classrooms and teachers’ houses. It is estimated that the government will need to recruit
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5,000 additional teachers per year to reduce the high pupil-teacher ratios and eliminate the system of
double and triple shifts.

In addition, the declaration of Free Basic Education has placed greater financial constraints on the
education sector. Government funding levels to education in 2005 was 3.4 percent of GDP while that in
the sub-region ranged from 5 to 6 percent. Total Education expenditure as a percent of GDP was 4.2
percent in 2005, while the regional average was 5.5 to 6.0 percent of GDP. The external funding levels
over the period 2003 to 2005 have fluctuated between US $87 million and US $96 million per annum,
which represented roughly 1.5 percent of the GDP. Expanding education in a manner that improves
the overall skill level and productivity of the labour force is also important.

In light of the above, the FNDP’s target is to scale-up Government funding to the sector to around 4.4
percent of GDP by 2010 while total expenditure (Government and donor) is planned to reach at least
5.3 percent of GDP by that year. As a proportion of the national budget, the education and skills
development budget is planned to be raised to at least 22.4 percent by 2010 from 16.3 percent in 2006.
For education (basic, high school and tertiary), the FNDP proposes to increase spending to about 22.0
percent of the GRZ budget by 2010 from about 16 percent in 2006. With regard to the TEVET sub-
sector, the FNDP plans to scale up spending to at least 0.6 percent of the GRZ budget by 2010 from 0.3
percent in 2006. This rise is essential to expand facilities and learning requisites in the skills
development components of TEVET to absorb the large numbers of students coming from the basic and
high schools sub-sectors.

3.4.1.5 Water and Sanitation

The proportion of the Zambian population, without access to safe drinking water remains high,
estimated at 47 percent, with rural dwellers being the worst affected. Several deaths each year are
attributed to unsafe water, poor sanitation and hygiene. Public spending on water and sanitation as a
percent of GDP will be maintained around 0.5 percent while the proportion of the Government budget
would be raised to at least 0.6 percent from a low of 0.2 percent in 2006. Most of the priority
interventions during the FNDP in this area will be on rural water supply.

3.4.1.6 Public Order and Safety

The working environment and functionality of the law enforcement agencies, especially the police
services, has continued to deteriorate. The agencies lack basic operational requisites while the housing
situation for the officers has worsened. This has, consequently, compromised the integrity of the law
enforcement officers and has resulted in the low morale of officers. This situation requires to be
reversed by increasing budgetary allocations to the law enforcement services and a deliberate
programme to rehabilitate and build new infrastructure, especially houses. In this regard, the FNDP
targets to raise spending on public order and safety to at least 1.2 percent of GDP by 2010 from 0.9
percent in 2006. As a share of the Government budget, spending on public order and safety will be
scaled up to at least 5.9 percent by 2010 from 4.7 percent in 2006. The major allocations will be for
infrastructure development and rehabilitation, especially construction of new houses in police camps.
Crime prevention will also be accorded high priority during this period.

3.4.2 Other Expenditures

To realise the expenditure objectives in the FNDP core sectors outlined above, spending on general
government services, especially of an administrative nature, will have to be scaled-down significantly.
However, allocations to key areas of governance such as Judiciary, Parliament and the Office of the
Auditor-General, which are critical to economic and social governance and general operations of
government, would require to be safeguarded. In addition, although some sectors have not been
explicitly highlighted for public expenditure priority, such as tourism, manufacturing and mining, these
remain important sectors in driving economic growth and poverty reduction. Much of the attention in
these sectors will be on enhancing the regulatory, business and investment climate to increase private
sector involvement. Further, the increase in public expenditure for roads and energy is meant to
enhance the private sector-driven operations of these important sectors.
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FNDP Macroeconomic, Social and Structural Policies

4.1 Introduction

During the period 2002 to 2005, macroeconomic performance generally improved. Notwithstanding
these improvements, Zambia has yet to attain full macroeconomic stability and still faces a number of
challenges to its macroeconomic position. Fiscal stability is overshadowed by a high domestic debt
estimated at 20 percent of GDP while budgetary interest payments take up about 16 percent of revenues.
The public pension scheme is also insolvent and poses a serious threat to fiscal sustainability. The level
of nominal and real interest rates remains high, thereby constraining rapid investment and growth.
While real GDP growth has accelerated, poverty remains very high with 68 percent of the population
falling below the poverty line in 2004. Therefore, despite recent successes, there remain many
macroeconomic challenges that must be overcome if the country is going to achieve its development
objectives. The FNDP aims to address these challenges.

4.2 Macroeconomic Objectives, Policies and Strategies
During the FNDP, macroeconomic policies will build upon the successes made during the PRSP/TNDP
period by sustaining and securing fiscal and financial stability, and deepening structural reforms to
achieve economic growth. The broad macroeconomic objectives for the Plan period are as follows:

a) To accelerate pro-poor economic growth;

b) To achieve and sustain single digit inflation;

c) To achieve financial and exchange rate stability;

d) To sustain a viable current account position; and,

e) To reduce the domestic debt to sustainable levels.

The main goal of this Plan is to accelerate pro-poor growth, or to ensure that the growth process rapidly
reduces poverty than what was achieved during the PRSP/TNDP period. To realise this goal, the main
growth objective in this Plan are therefore, twofold: (a) increase the overall growth rate to an annual
average of at least 7 percent; and (b) ensure that growth is broad based and rapid in the sectors where
the poor are mostly engaged. Table 4.1 presents the growth scenarios during the FNDP.

Table 4.1: Growth Scenarios, 2005 - 2010

a) c) Average f) Average i) Average
b) CONSTANT 1994 PRICES d) PRSP/TNDP | g) Baseline | j) Core FNDP
e) 2002-2005 | h) 2006-2010 | k) 2006-2010

)} Primary sector m) 4.6 n) 6.8 0) 8.5
p) Agriculture, forestry, and fishing q) 2.6 5} 41 S) 7.2
t) Mining and quarrying u) 10.4 V) 10.7 w) 10.6
X) Secondary sector y) 9.3 2) 7.8 aa) 8.3
bb) Manufacturing cc) 5.2 dd) 6.9 ee) 75
Electricity, gas, and water gg) 0.3) hh) 10.2 ii) 10.2

i Construction kk) 20.2 ) 8.0 mm) 8.8
nn) Tertiary sector 00) 35 pp) 5.0 qq) 5.7
) Wholesale and retail trade ) 4.6 tt) 54 uu) 5.7
W) Restaurants and hotels (tourism) ww) 74 XX) 6.2 W) 115
22) Transport, storage, and communications aaa) 6.0 bbb) 9.0 cce) 9.1
ddd) Financial intermediation and insurance eee) 34 fff) 45 999) 45
hhh) Real estate and business services iii) 4.1 i 4.0 KKk) 6.0
) Community, social, and personal services mmm) 3.8 nnn) 3.0 000) 3.0
ppp) Other qqq) (6.9) ) 15 SSS) 15
ttt) GDP at market prices uuu) 48 VW) 6.0 WWW) 7.0

Source: Ministry of Finance and National Planning
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Economic growth is an important factor that influences poverty trends. However, growth alone is not
sufficient to reduce poverty, as experienced in the past. The rate of growth and its structure matter most
for poverty reduction. The Plan, therefore, targets an annual growth average of at least 7 percent over
the period 2006 to 2010 compared to 4.8 percent achieved during the Poverty Reduction Strategy
Paper/Transitional National Development Plan (PRSP/TNDP) period. The growth prospects are
particularly bolstered by the recent boom in the mining sector. New mines have opened up and others
are expected to be opened during the Plan period.

A growth strategy based on mining alone is ,however, not appropriate for sustained growth and poverty
reduction. A mining sector growth strategy will most likely be a continuation of the same structure of
growth experienced during the PRSP period. With such a strategy, even if the economy grew rapidly at
over six percent, the impact of this growth on poverty will still remain limited.

Thus, while encouraging existing sources of growth like mining, construction, wholesale and retail
trade, this Plan focuses on expanding the structure of growth by finding new growth opportunities that
can significantly create employment, reduce poverty and sustain the growth process in the medium to
long term. The key FNDP growth strategies shall therefore be supporting rural development, especially
agriculture; encouraging stronger linkages between the resource based sectors of mining and agriculture
with manufacturing, especially through upstream linkages to agro-related processing; stimulating
stronger and beneficial tourism growth; and supporting the expansion of a strong and diversified export
base.

Although the FNDP will pursue a balanced growth strategy, a high premium is placed on agricultural
growth. This is because 60.8 percent of the national population resides in rural areas while high
concentrations of poor households are also in the rural areas and derive their livelihood mostly from
agricultural activities. In the light of high income inequality in Zambia, social investments in health and
education will also be emphasised.

Thus, in line with the focus on strengthening rural development to achieve broad-based wealth and job
creation with greater citizenry participation, the higher economic growth is also envisaged to be driven
from a stronger performance of agriculture and agro-related manufacturing. Tourism is similarly
expected to register stronger growth, reflecting large recent private investments. Although the FNDP
does not focus on achieving pro-poor growth through mining, this sector will continue to be important
for maintaining high overall growth in the country and in terms of foreign exchange earnings. The
reinvestments and capitalisation that has occurred in the last three years have positively transformed the
sector. Large private sector investments in new and existing mines are already ongoing. This, coupled
with an expected continuation of buoyant world metal prices in the short to medium term, has bolstered
mining sector performance and overall economic growth prospects. Apart from tourism and mining,
more investments in the energy sector are required to add capacity to the existing energy sources,
especially in the light of a looming power shortfall in the Southern Africa region by 2008.

Raising and sustaining overall growth to at least 7 percent per annum over the Plan period, especially in
agriculture and manufacturing, will however, be the major challenge under this Plan period. Such
growth rates usually depend on the private sector and require an appropriate enabling environment that
supports robust private sector development. Thus, creating a growth conducive for private sector
environment will remain critical. Thus, a stable and conducive macroeconomic environment
charecterised by low and non-accelerating inflation, low interest rates and a stable and competitive
exchange rate will therefore be essential. During the Plan period, it is envisaged to reduce inflation to
single-digit levels. This is important because high rates of inflation have in the past contributed to high
interest rates, which have stifled investment, especially in agriculture and manufacturing.

Apart from macroeconomic stabilisation, more attention will be devoted to improving the
competitiveness of the economy, strengthening the investment climate to accelerate investment and
improving economic infrastructure. The investment and business climate shall be enhanced through the
implementation of the Private Sector Development (PSD) Programme and the Financial Sector
Development Plan (FSDP). Other priority policy measures will include supporting trade logistics and
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facilitation, strengthening transport infrastructure, and further reforming policies that create anti-export
bias, including the fight against corruption.

Another key FNDP macroeconomic target is the reduction of domestic debt to sustainable levels. There
is need to reduce the public debt to below 10 percent of GDP. This is important to reduce on the
resources currently being channelled towards servicing domestic debt. This will be achieved by
reducing Government’s domestic borrowing, curtailing the accumulation of new debts on supplies,
clearing of existing arrears and maintaining low levels of external borrowing.

The achievement of the above broad objectives will require implementation of prudent fiscal, monetary,
financial, external and structural policies as outlined in the sections that follow.

4.2.1 Fiscal Policies

4.2.1.1 Maintenance of Macroeconomic Stability: In the light of a large domestic debt and high
nominal lending interest rates, fiscal policy shall continue to focus on avoiding excessive fiscal deficits
and debt. The medium-term objective is to contain the overall deficit (including grants) to within 2
percent of GDP and domestic government borrowing to less than 1.0 percent of GDP from 2008
onwards. The reduction in government borrowing will be consistent with the objective to reduce
domestic securities debt. It will also allow for an expansion of credit to the private sector to stimulate
the much needed growth. Additionally, the fall in domestic borrowing shall contribute to a decline in
interest rates and, therefore, budgetary payments to service the debt. This, in addition to reduced
external debt servicing payments following relief provided through the HIPC Initiative and the G8
declaration, should provide additional fiscal space for increased spending on priority programmes in a
non- inflationary manner.

However, in the absence of scaling up of aid, two things are likely to happen: (i) domestic borrowing
will increase above the targeted levels of within 2 percent of GDP and (ii) scaling down of expenditures
especially in the non-priority sectors and further reprioritisation within the priority sectors.

4.2.1.2 Improving Budget Execution: Budget execution has been improving in recent years. However,
persistently large and unbalanced supplementary budgets and also untimely and inadequate funding to
some spending agencies, suggests that greater efforts are needed in this area. Supplementary budgets are
in part due to inadequate prioritisation or rationalisation during budget preparation process, such that
too many items appear in the budget and are under-budgeted as a result. During this Plan period, it is
expected that this will be addressed and therefore reduce the need for supplementary budgets, except in
circumstances such as natural disasters. This would be consolidated by ensuring that any such
supplementary budgets shall only be granted after alternative financing sources or offsetting
expenditures have been identified. Funding to spending agencies will, however, require to be improved
so that it is predicatable, timely and in line with approved Another aspect of budget execution relates to
weak Treasury management in the Ministry of Finance, which has in part affected smooth execution of
the budget. To address this, treasury management functions within the ministry will be enhanced.

4.2.1.3 Strengthening financial accountability and expenditure monitoring systems to ensure that public
spending is delivering the desired results is vital. The overall financial accountability system will be
enhanced through the implementation of the Public Expenditure Management and Financial
Accountability (PEMFA) Programme. The monitoring of public expenditures shall be further improved
through routine tracking studies and periodic and detailed Public Expenditure Reviews (PER). In this
regard, Public Expenditure Tracking Surveys (PETS) will be developed and implemented. Public
expenditure review meetings for various sectors will be held annually to feed into the policy and
decision-making processes.

4.2.1.4 Strengthening the Revenue Base: Sustaining government revenues is a prerequisite for financing
predictable development programmes while also achieving the targeted budget deficit. The overall long-
term vision for the tax policy is to achieve a robust and broad-based tax system that raises revenue in a
fair and efficient manner. To achieve this goal, certain aspects of the current tax system shall be
reviewed and reformed, focusing on the following:
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The progressiveness of the tax system;

The low VAT collection;

Red tape in tax administration, especially within the VAT system;

The narrow personal income tax base; and

The extent and scope of ad hoc/special tax incentives, especially in the
mining sector.

Oo0Oo0o0o

A comprehensive tax review and reform exercise will be undertaken to tackle these and other tax policy
issues. The recommendations of this review shall be implemented starting with the 2007 budget. The
tax review and reform effort is expected to contribute to the broadening of the tax base and rationalise
the rate structures of taxes, incentives and targeted relief. The Plan targets to achieve a tax revenue-to-
GDP ratio of about 18 percent by 2010 from 16 percent in 2006. Other expected milestones will be
strengthened anti-tax avoidance measures and simplified tax system, particularly for small and medium-
sized businesses. As part of the tax reform effort, close attention will also be paid to improving the
general performance of the Zambia Revenue Authority (ZRA) by setting both performance- and
revenue-related targets. This is necessary because since its creation in 1995, ZRA’s performance has
typically been measured in terms of meeting government revenue targets while issues of satisfactory
administration have received less attention.

With regard to non-tax revenues, there will be a comprehensive audit and strengthening of all revenue
points to enhance collections. Non-tax revenue collections have been low because most cash points
across the country are inadequately equipped and managed. These weak systems have created potential
avenues for fraud through the non-banking of receipts. Strengthening the current system will therefore,
involve putting in place effective collection mechanisms, including (a) providing adequate logistics for
non-tax revenue collecting agencies; (b) reviewing current legislation; (c) adjusting fees and fines to
cost-effective and appropriate levels, and (d) strengthening watch-dog systems in institutions that
collect revenue to curb corruption and pilfering . The collection of non-tax revenues is also expected to
be enhanced as a result of the introduction of the Integrated Financial Management Information System
(IFMIS) under the PEMFA reforms. The IFMIS will among other things, allow for easier and
automated tracking of revenue collections by government agencies.

4.2.2 Monetary and Financial Policies

Monetary policy will focus on achieving and maintaining single-digit inflation during the FNDP period.
The attainment of low and stable inflation is a pre-requisite for reducing currently high interest rates,
which have contributed to poor access to financial services within the economy. Excessive growth in the
money supply during the PRSP/TNDP period has been a major contributing factor to high inflation rates
and should, therefore, be avoided during the FNDP period. However, high inflation in Zambia cannot be
explained only by excessive growth in the money supply. There is also need to address supply-side
factors such as: (a) poor infrastructure and marketing systems; (b) the vulnerability of the agricultural
sector to weather fluctuations; and (c) weak policy implementation across various sectors.

Monetary policy management shall also be enhanced by reinforcing the operational autonomy of the
Bank of Zambia (BoZ) to formulate and implement monetary and supervisory policies. A further area
to be strengthened is the coordination between BoZ and the MoFNP with regard to cash and Treasury
management. This is necessary for the Central Bank to better manage liquidity and conduct monetary

policy.

The Zambian financial sector is characterised by high cost of borrowing, thin capital markets and
absence of financial services in most of the rural and peri-urban areas. Consequently, the financial
system has not played a meaningful role in national development. Moreover, the weaknesses of local
insurance markets means that private agents are often unable to effectively mitigate risks, for example,
in the agricultural sector which results in low levels of investment being undertaken. The medium-term
objective is to reverse this situation and expand financial intermediation and access to financial services
both in urban and rural areas so as to contribute to the achievement of rapid pro-poor growth. This goal
will be achieved through the implementation of the FSDP.
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The FSDP is a detailed master plan for the development of the financial sector and its main focus is on
developing the capital markets, enhancing the role of micro-financing in the economy, development of
rural financing, and the strengthening of banking and non-banking financial institutions. It also seeks to
enhance the role of pensions and insurance in the financial sector. Annual work programmes and
milestones on which implementation progress shall be measured will be developed. The cost of
implementing the FSDP is estimated at US $1.5 million. Some of the key regulatory reforms to be
achieved under the FSDP are the amending of the Pensions Scheme Regulation Act of 1996. This will
result in the harmonization of legislation affecting pensions, including investment guidelines. The
amendment will also compel the pension funds and other Institutional Investors to channel a portion of
their funds to the capital market. This would enhance the demand for instruments on the market and
enhance liquidity too. Other important milestones shall be the facilitation by GRZ of the creation, by the
private sector, of a Credit Reference Bureau (CRB), which will, among other things, aim to strengthen
the credit culture in the country. Similarly, the Bank of Zambia and other financial sector regulators
will be strengthened so that they are able to play their roles more independently and effectively.

Through the FSDP, the reform of the publicly owned non-bank institutions, namely, the Zambia
National Building Society (ZNBS), Development Bank of Zambia (DBZ), and the National Savings and
Credit Bank (NSCB) will be completed. The reforms which started in 2005 are intended to turn these
institutions into viable entities, broadening the range of financial services that they provide, enhancing
their role in the provision of medium to long-term credit, and providing financial services to rural and
peri-urban areas. The initial focus is the harmonisation of the Banking and Financial Services Act
(BFSA) with the DBZ Act, the Building Societies Act and the NSCB Act, which are in conflict with the
BFSA Act. This process is expected to be completed during the FNDP period. The three institutions will
also be incorporated as limited liability companies under the Companies Act in 2006. The repeal of the
DBZ Act will also open up the market for development financing to other players. The harmonization of
legislation, in particular, the inclusion of the state-owned non-banking financial institutions (NBFIs)
under the Companies Act is also expected to strengthen the regulatory and supervisory powers of the
Bank of Zambia over these institutions.

Alongside amending the Pensions Scheme Regulation Act of 1996, pension reforms to address the
structural problems facing the pension system in Zambia shall also be carried out within the framework
of the FSDP. The pension system is currently based on three pillars. The first pillar, the NAPSA, is the
largest fund in the country while the second pillar pension scheme consists of two public sector
schemes, namely, the Local Annuities Superannuation Fund (LASF) and the Public Service Pension
Fund (PSPF). The third pillar consists of occupational pension schemes.

The financial status of NAPSA and the two public sector schemes is mixed. The two public sector
schemes, PSPF and LASF, are insolvent, although both hold some assets and are owed considerable
amounts in contribution arrears. For instance, the actuarial deficit of the PSPF amounted to K2000
billion as at end December 2005. The financial insolvency of the public pension schemes poses a
serious risk to fiscal sustainability and macroeconomic stability and is also of serious public concern.
The financial distress of the PSPF has impacted negatively on its operations resulting in poor service
delivery. As a result, reforms to address the situation have commenced, including a plan by Government
to liquidate its indebtedness to PSPF.

The major reasons for the poor performance of the public pensions include the following: (a) lack of
harmony in legislation relating to pensions; (b) inadequacies in the Pension Scheme Regulations Act of
1996; (c) deficits in the statutory pension funds as a result of non-remittance of pension contributions by
the State; (d) lack of a supervisory agent; and (e) absence of qualified local actuaries.

The key legal reforms shall be the amendment of Article 124 of the Constitution. This should allow for
changes to be made in the Pension Scheme Regulation Act No. 35 of 1996 for the sustenance of
pensioners’ and members’ benefits. The proposed amendment to this act shall address the following:

a) Protection of only accrued pension benefits;
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b) Allowing for changes to be made to the benefits formula variables to suit the changing
circumstances; and

¢) Promoting transparency, accountability, and incorporating good corporate governance in the
management of the PSPF.

Another important reform in the pensions scheme shall be the enhancement of the supervisory authority
of the Pensions and Insurance Authority (PIA). The PIA was established as a statutory board to enhance
pensions and insurance regulation in the country.

With respect to rural and micro financing, there has been a gap in the provision of financial services in
the rural areas. This followed the collapse of most of the subsidized and publicly funded rural finance
institutions in the mid-1990s. This situation has been further aggravated by the closure of many
commercial bank branches in peri-urban and rural areas due to the stagnation in the rural economy and
the poor infrastructure. Consequently, the lack of financial services in the rural areas has remained one
of the constraints to rural development.

In the light of the focus on rural-led development in this Plan, developing a well functioning micro and
rural financing system is one of the priorities of the FSDP. The first step shall be the preparation of a
comprehensive rural financing policy and strategy, which has been absent. The policy and strategy will
provide a framework for the provision of rural financing. Efforts towards the preparation of the rural
financing policy and strategy commenced in 2005 and it is expected that the policy and strategy will be
completed and implemented during the Plan period.

Apart from developing and implementing a rural financing policy and strategy, the National Savings
and Credit Bank (NSCB) will be jointly re-capitalized by the Government of the Republic of Zambia
and the International Fund for Agricultural Development (IFAD) and its rural branch network expanded
further. This will be after the Bank has been reformed into a viable institution within the context of the
FSDP.

4.2.3 External Sector Policies

The objectives for the external sector are to: (a) sustain a viable current account balance; (b) improve
the external competitiveness of the economy; and (c) maintain a sustainable external debt position. To
sustain a viable current account balance, the main strategy remains that of promoting export growth and
maintaining a competitive exchange rate. Export development shall, thus, be one of the important
drivers of overall economic growth during the Plan period. Although the mining sector will continue to
play an important role in Zambia’s external sector position, the country’s export development strategy
will continue to focus on diversification away from copper. Trade policies will maintain a liberal trading
position while also encouraging a competitive, expanded and diversified export production base.
Zambia is a member of a number of trading bodies at both the regional and international levels. To
derive meaningful benefits from these arrangements, Zambia will continue to insist on improved market
access while addressing supply-side constraints and improving the competitiveness of domestic
industries.

While trade policy has largely been supportive of export development, the non-traditional export sector
still needs support particularly with respect to: (a) the establishment of an accessible and affordable
export financing facility; (b) strengthening and decentralizing the administration of testing and
certification of sanitary and phyto-sanitary standards; (c) strengthening export-oriented investment
promotion and export promotion functions; (d) streamlining operating procedures for the duty drawback
scheme; and (e) improving the management of bonded warehouses and Removal in Bond. Additional
measures are also required to stimulate the private sector to improve the quality of their products and
packaging to secure the international competitiveness of Zambian exports.

The competitiveness of the economy needs to be quickly improved. In this regard, particular attention
shall be paid to addressing the high cost of doing business and improving the general business climate.
This is already being addressed in part through the implementation of the PSD programme. Other
important measures would be the maintenance of a competitive exchange rate. This is important
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especially for overall export development and growth in export led agriculture. Monetary and exchange
rate policies will thus have to be cognisant of the broader growth and development goals. Measures
focused on improving productivity levels in key sectors, such as agriculture and downstream
manufacturing, will be critical to increasing the competitiveness of Zambian products in both regional
and international markets.

With regard to external debt and aid and following the easing of Zambia’s debt burden through the
Enhanced HIPC and G8 initiatives, the prime goal in the medium to long term is to avoid a return to the
indebtedness of the last three decades by keeping debt to manageable and sustainable levels. As a
general principle, any new borrowing will be aligned to the country’s capacity to repay the debt and on
terms that would not unduly expose the country to preventable risks of defaulting. As in the PRSP
period, the Government shall continue to target concessional borrowing and grants. Since 2004, the
Government has been implementing a debt reform and capacity building programme, which will among
other things, result in the development of a debt policy and strategy by 2006. The debt reforms will also
revise the laws governing public borrowing and ensure strict observance of the provisions of the Loans
and Guarantees Act. However, the guiding principle for the acquisition of new loans is that such new
loans should contribute to the realization of the country’s development goals as outlined in this Plan.

Foreign aid is an important source of financing for the country’s development programmes. Zambia has
received quite substantial development aid in the past but its impact on development has been somewhat
limited. Consequently, greater attention will be devoted to maximising the impact of aid on growth and
poverty reduction. However, this can only be achieved if aid is provided in a systematic and predictable
manner and is aligned to the country’s development priorities. Such coherence has been lacking in the
past due to the absence of an Aid Policy and Management Strategy. In 2005, the development of Aid
Policy and Strategy commenced and the policy is expected to be approved during 2006. Aid policy
should pay attention to in-kind contributions, food aid, medicare and equipment. The Aid Policy and
Strategy defines the process of procuring and managing external assistance. Within the aid policy and
strategy framework, preference shall be given to grants and highly concessional long-term loans. In
addition, preference shall be accorded to flexible budget financing, e.g. general budget support rather
than aid which is provided for specific donor-driven projects and which by-pass government’s own
planning and budget management systems. The Government has also invested time and resources in the
aid harmonisation processes and procedures that, ultimately, would improve coherence and alignment of
external support and, consequently, result in the reduction of transaction costs associated with the
multiplicity of aid modalities and disbursement procedures. The capture and tracking of external aid
flows will also be enhanced through the development of a robust aid database in the Ministry of Finance
and National Planning.

4.3 Social Objectives, Policies and Strategies

4.3.1 Poverty Reduction

The re-orientation of expenditures towards pro-poor programmes shall constitute the most important
approach towards the realisation of the FNDP theme. While maintaining fiscal sustainability is
important in attaining macroeconomic stability, the Government recognises that wealth creation, while
important, cannot be an end in itself. Wealth creation shall be seen as a means towards the realisation of
the strategic social objective of poverty reduction through job creation and the application of
technology-cum-knowledge towards the realisation of social welfare improvement. This overall goal is
considered by the Government to be at the centre of the FNDP in the light of the high poverty levels the
country is facing. The overall goal is also in line with the MDGs that focus on strategic social targets
that can only be met if there is a conscious effort to channel the benefits from the generated wealth to
pro-poor social spending.

In the light of the above, the fiscal policy direction during the FNDP shall give greater attention to
ensuring that the composition of public spending is not only growth-oriented but also pro-poor. In this
context and in line with consultations undertaken during the preparation of this Plan, including the
district planning process, and also adhering to the commitment to meet the eight MDGs targets by 2015,
the FNDP public spending priorities shall be as follows:

a) Social sector spending, particularly on education and health;
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b) Adequately financing agricultural (including livestock) development;

c) Carefully identified and well-targeted poverty reducing and poverty alleviation interventions,
particularly employment creation through, inter alia, facilitation of opportunities for small- and
medium-scale enterprises;

d) Provision of well maintained strategic economic and social infrastructure, particularly feeder
roads, irrigation and communications infrastructure, targeting primarily rural areas;

e) Fighting the HIV and AIDS pandemic;

f) Tackling health concerns such as malaria and tuberculosis, which are the major causes of
mortality and morbidity in Zambia; and,

g) Bridging the gender gap.

Expenditures on education and health services during the FNDP shall receive about 22 percent and 12
percent, respectively, of the budget during the Plan period. To accelerate pro-poor growth, public
spending on economic services, especially rural and agricultural development, shall be increased
considerably and appropriately allocated. Agriculture spending is envisaged to rise to about 8 percent of
the FNDP budget.

The scope to effectively realign the Government’s budget with identified public priorities is constrained
by the many expenditure demands on limited revenue resources. The Medium Term Expenditure
Framework (MTEF) process (supplemented by sectoral Public Expenditure Reviews) shall be used to
review and overhaul the expenditure allocation system in Zambia to bring it in line with national
priorities and resource availability. The expenditure review process shall address both the sectoral
distribution of expenditures and the balancing of personnel, operating and investment/maintenance
expenditures. The expenditure review is expected to commence in 2006 and the implementation of its
recommendations should start in 2007.

4.3.2 Population Policies and Strategies

Population factors are an integral part of any country’s development processes. The population
characteristics of a nation, its size, composition, structure, distribution, growth rates, as well as the basic
demographic processes of fertility, mortality and migration affect and are in turn affected by
development. Table 4.2 gives the population estimates during the FNDP period.

Table 4.2: Population Estimates

2006 2007 2008 2009 2010
Total
population 11,798,678 12,160,516 12,525,791 12,896,830 13,272,553
Male
population 5,902,228 6,087,005 6,274,319 6,465,336 6,659,427
Female
population 5,896,450 6,073,509 6,251,473 6,431,494 6,613,126

Source: CSO, 2000 Census of Population and Housing

The size and growth rate of a population are primarily a function of the interplay of three demographic
processes, namely, fertility, mortality and migration. Many factors are responsible for the high fertility
level in Zambia and other developing countries. These include cultural and institutional factors such as
low age at first marriage; low education levels particularly among females; high levels of infant and
child mortality; the perceived economic rationale of large family size since many children may provide
some economic benefits to parents such as insurance in old age and in times of need; and the low socio-
economic status of women. The high levels of fertility and mortality in Zambia have resulted in the
extreme youthfulness of the Zambian population (Table 4.3).

Table 4.3: Proportions of Projected Population by Age Groups

2005 2006 2007 2008 2009 2010
Percent 0-4 18.3 18.3 18.3 18.2 18.1 18.0
Percent 5-14 26.7 26.7 26.7 26.7 26.8 26.8
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Percent 15-49 47.0 47.1 47.1 47.1 472 47.2
Percent 15-64 52.6 525 52.5 52.6 52.7 52.7
Percent 65 and over 2.6 25 25 25 25 25
Dependency ratio 0.9 0.9 0.9 0.9 0.9 0.9
Median age 17.0 17.0 17.0 17.0 17.0 17.0

Source: CSO, 2000 Census of Population and Housing

Zambia is sparsely populated. The population density increased from 5.4 to 7.5 per square kilometre for
the 1969 to 1980 period and from 10.3 to 13.1 persons per square kilometre for 1990 to 2000. There are
also substantial provincial variations in the density of settlement. Densities range from 63.5 persons per
square kilometre in Lusaka province to 4.6 persons per square kilometre in North-Western Province.

The labour force is the population aged 15 to 64 years. Results from the 2000 Census of Population and
Housing put the labour force in the year 2000 at 5.08 million. In 2005, it increased to 6.1 million, a
change of 20 percent. In 2010, it is projected to increase to 7 million, indicating a rise of 15 percent over
five years. By 2025, the labour force will be about 11 million. Increase in the labour force leads to a
corresponding increase in demand for jobs and other social amenities. Generally, formal sector
employment has been steadily diminishing as the main source of employment in Zambia. In 2004, total
formal employment in Zambia was estimated at 416,228 representing a moderate decrease from
416,804 in 2003. With the decline in formal sector employment, the informal sector has become the
principal source of employment and livelihood for most Zambians.

In May 1989, the Government adopted a National Population Policy that affirmed its commitment to
adopting and implementing appropriate strategies to manage population resources in a manner
consistent with Zambia’s ultimate objective of accelerating the rate of economic growth. The Policy
was revised in June 2005. Among the main challenges facing the Government is the liberalization of the
labour market to make it more efficient and responsive to the challenges of the day. After liberalization,
the Government’s main role is to create a conducive environment in the labour market and articulate
how it will continue to provide policy direction. The Government also recognizes the fact that
information plays a vital role in the operation of the labour market.

In the light of the above, the Government Vision in the area of population and development is:
Improved quality of life through the achievement of population trends that are commensurate with
Zambia’s socio-economic development. In the context of this Vision, the main objectives are to reduce
the high levels of fertility, particularly adolescent fertility; expand and maintain the nation’s population
database; promote the achievement of an even spatial distribution, especially between urban and rural
areas; and improve the sexual and reproductive health status of the population.

The strategies for achieving the above objectives are multi-sectoral and are as follows:

a) Establishing and developing mechanisms for coordination, collection, processing, analysis,
dissemination and utilisation of demographic and related information;

b) Long-term and short-term training, re-training and retention of human resources so as to ensure
effective implementation of population and development programmes;

c) Promoting research on the inter-relationship between population, reproductive health, gender,
HIV and AIDS and various aspects of development;

d) Providing long and short-term population and research related training in population and
development.

To achieve the above objectives, the following programmes will be implemented:
a) Establishment of population and development sub-committees at provincial and district levels;
b) Procurement of equipment;
c) Production of tourism, migration and population registers, and education and vital statistics
reports;
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d) Census preparatory activities;
e) Census undertaking; and
f) Establishment of a community database.

4.4 Structural Policies

The structural reform agenda during the FNDP will focus on (a) private sector development by
improving the business and investment climate; and b) enhancement of efficient public service delivery
system;

4.4.1. Private Sector Development

4.4.1.1 Improving the Business and Investment Climate

In order to achieve and sustain annual economic growth rates of at least 7 percent envisaged in this
Plan, the growth environment requires to be substantially improved, especially with regard to the
business and investment climate. The quality of the business and investment climate is a major
contributory factor to sustained growth, employment and, therefore, poverty reduction. The main
instrument for improving the business and investment climate in Zambia during the FNDP period shall
primarily remain the Private Sector Development (PSD) Programme that is currently ongoing. The PSD
has six reform pillars which are: (a) to improve the policy environment and institutions that serve the
private sector; (b) regulations and laws, (c) infrastructure development, (d) business facilitation and
economic diversification, (e) trade expansion, and (f) citizens economic local empowerment (see Figure
4.1). The key milestones and interventions to be carried out under the six pillars are outlined below.

Figure 4.1: PSD Reform Areas and Objectives

THE SIX PSD REFORM PILLARS

REFORM AREA REFORM OBJECTIVES

1. Create the enabling macroeconomic environment, strengthen public

) X o agencies that support PSD and enhance public/private dialogue
1. Policy environment & institutions

. 2. Improve regulatory frameworks and investment code to foster PSD
2. Regulations & laws

3. Enhance the infrastructural platform for PSD by encouraging Private

3. Infrastructure Public Investment (PPI) in infrastructure

4. Remove administrative barriers to business entry and operation, and
4. Business facilitation & economic diversification facilitate development of high-growth sectors

Trad ) 5. Create greater opportunities for access to regional and international
5. Trade expansion markets by Zambian businesses

6. Unlock the growth potential of the Medium, Small and Micro Enterprises
(MSMEs) sector through business development support and empowerment

6. Citizens economic empowerment b
initiatives
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4.4.1.2 Policy Environment & Institutions

The creation of a stable and conducive policy environment is one of the major prerequisites for
sustaining private sector investment and general economic performance. Consolidating and further
strengthening macroeconomic stability achieved in the recent past remains vital. In this regard, the
FNDP will continue to focus on policies that contribute to and enhance macroeconomic stability.

The private sector has often cited lack of credit as one of the major impediments to their expansion. The
PSD places a high premium on strengthening the financial system in order to expand intermediation in
the economy. The ongoing Financial Sector Development Plan (FSDP) is the framework for the
development of Zambia’s financial sector. The PSD also seeks to enhance the efficiency of the
institutions that serve the private sector. In this regard, a programme of action to improve delivery of
service in three pilot institutions is expected to commence in late 2006. These are the Ministry of
Lands, Immigration Department of the Ministry of Home Affairs, and the Zambia Revenue Authority.
For all the three institutions, the aim is to accomplish the objectives of (a) implementing institutionally
tailored regulatory reforms to simplify processes and reduce red tape; and (b) creating opportunities for
eradicating corruption in the three pilot institutions. With regard to the Ministry of Lands, the focus
will be to streamline and shorten technical procedures in land administration, including the recording of
deeds and titles, in order to quicken service delivery and also provide a tool to minimize corruption
opportunities. The programme would make information about land acquisition processes more
transparent and accessible to the public. At the same time, the Government shall review the
organizational structure of the Ministry of Lands with a view to restructuring and strengthening its
capacity to manage land more transparently and professionally to secure fair and equitable access to,
and control of, land for sustainable socio-economic development.

For the Department of Immigration in the Ministry of Home Affairs, the objective will be to simplify,
clarify and make transparent the procedures for permits in order to reduce discretionary authority, thus
reducing opportunities for corruption. At the Zambia Revenue Authority, the objective of this activity is
to make tax and customs procedures more efficient and responsive to the needs of the public.

It is expected that successful implementation of this programme should result in faster access to service,
quicker and less onerous customs procedures, and greater customer satisfaction with the targeted
institutions. Once this has been successfully implemented in the three pilot institutions, the programme
could then be replicated to other similar service institutions.

4.4.1.3 Regulations and Laws

Zambia’s trail of legal and regulatory requirements demand quite some effort and time. According to
the 2005 Foreign Advisory Services (FIAS) Report of the World Bank, it takes an average of 35 days
and long and tedious procedures to enforce a contract. The PSD seeks to address these and many other
constraints by rationalising and simplifying the regulatory and licensing framework in key sectors of the
economy. The PSD seeks, for instance, to cut by two-thirds the number of steps and the amount of time
needed to open a business in Zambia.

Further improvements to the regulatory frameworks and the investment code will be undertaken in the
period 2007 to 2008 with the focus on tackling administrative barriers as well as amending the
Investment Act and related legislation. The Zambia Development Agency (ZDA) is coming on board to
implement the Investment Act. On-going initiatives to review the Investment Act will continue to be
executed and it is expected that, by 2007, a new Investment Act will be in place. The new Act will
substantially improve the investment climate in the country.

The PSD will also seek to address the restrictive labour market issues related to retirement and
termination. Other key focus areas will be the improvement of the regulatory framework in the key area
of telecommunications. Despite Zambia having initially made faster progress in telecommunications in
the early 1990s than other countries in the region, the momentum has declined and the country today
lags behind regional standards in terms of access to telecommunication services by both citizens and
businesses. While entry into the provision of international services has been open since 2001, the
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license fee of operating an international gateway is prohibitively high. There will also be need to
improve the regulatory framework to enhance competition in the sector. The PSD seeks to address these
imbalances in the telecommunications sector. The key reforms will therefore, include the revision of the
Telecom Act together with the licensing framework in the sector.

4.4.1.4 Infrastructure Development

The FNDP recognizes that high transport costs due to road conditions, excessive telecommunication
costs and an unreliable power supply have serious implications for the economy, particularly tourism,
agriculture and non-traditional mining, the pillars of economic diversification. As a result, the Plan has
placed a high premium on infrastructure development. In view of the limited public resources, one of
the PSD objectives is to encourage Private Public Investment (PPI) in infrastructure. In this regard, a
comprehensive PPl road map that provides a favourable policy environment and legal framework will
be developed by 2007. The PSD has also prioritized investing in new electricity generation and
distribution to reduce load sheding.

The PSD also seeks to create the conditions for the deployment of national telecommunications
backbone infrastructure. One of the causes of poor quality and high cost of service in Zambia is the
lack of a reliable and affordable backbone infrastructure. Such infrastructure facilitates cost-effective
interconnections nationally, regionally and internationally. The creation of the backbone for Zambia
linked to neighbouring countries would create multiple interconnection points to several international
and regional backbones.

4.4.1.5 Business Facilitation and Economic Diversification

Zambia has made some notable advances over the last few years to improve the business environment.
Nevertheless, business entry and foreign direct investment formation have been difficult because of,
among others, numerous processes and regulations undertaken by different statutory bodies. This is
compounded by numerous license processes that the business community has to undergo. In this regard,
the PSD will work towards the removal of administrative barriers to business entry and operation,
focusing on, inter alia, simplifying, streamlining, and rationalising the various licenses and inspections
that businesses are frequently subjected to.

The key milestone towards reducing bureaucratic procedures shall be the establishment of a “one stop
shop,” the Zambian Development Agency (ZDA). The Agency will bring together the operations and
procedures of five statutory bodies, namely, the Zambia Investment Centre (ZIC), the Zambia Export
Processing Zones Authority (ZEPZA), the Export Board of Zambia (EBZ), the Zambia Privatisation
Agency (ZPA) and the Small Enterprise Development Board (SEDB). The creation of the ZDA
received Cabinet approval in 2005 and is expected to be operational by 2007. It is envisaged that a fully
operational ZDA should transform the business environment in Zambia.

Apart from the ZDA, the operating framework for business facilitation will be enhanced by the
establishment of Patents and Companies Registration Office (PACRO) provincial offices to remove
administrative barriers to business and investment entry and operation outside Lusaka. The programme
will start with pilot provinces, the Copperbelt, Southern and Eastern provinces. This is in response to
the large number of complaints from private industry and citizens to facilitate greater business and
investment creation outside of the capital city of Lusaka.

The land delivery system in Zambia is not very conducive to allow for rapid business expansion and
economic diversification. Streamlining the land delivery system to facilitate economic activities is one
of the major structural reform agenda items under the PSD Reform programme. This is because for any
investment to take place, one needs land as one of the factors of production. Moreover, land use rights
have important bearing on poverty reduction. Although during recent years, some noticeable progress
has been made in streamlining the land delivery system such as opening up of the regional and
provincial offices, land use planning is still very poor in Zambia. A lot of investments are frustrated
because of poor land administration and absence of land use plans. The lengthy process for acquiring
land has made access to land difficult. A new land policy shall thus be finalised and launched during
2007 to address the multitude of constraints in the land sector.
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4.4.1.6 Trade Expansion
Zambia has made progress towards streamlining domestic laws and practices that govern foreign and
local trade. These include the simplification and reduction of tariffs and integrating into regional and
multilateral programmes under the SADC, COMESA and WTO. However, deficiencies still impinge on
trade facilitation. These include:

a) Excessively bureaucratic trade procedures due to the involvement of multiple government

agencies and clearance systems at borders;

b) Lengthy inspection and certification processes;

c) Poor or non-existent border ICT infrastructure;

d) Inadequate application of modern customs techniques; and

e) Inadequate skilled personnel.

These impediments shall be addressed through the Integrated Framework (IF), which is an international
initiative to respond to developing countries’ trade needs, particularly focusing on supply-side
constraints. A Diagnostic Trade Integration Study (DTIS) was developed in the context of the PSD
Reform Programme and focused on specific priority areas for intervention and support; making export
incentives work for exporters; improving trade facilitation; enhancing the capacity to formulate,
coordinate and implement trade policy; and negotiating trade agreements. This includes streamlining the
duty drawback scheme, the development of a single processing and payment window for all border
agencies, and the amendment of the Standards Act to separate standard testing from the regulatory
functions.

Duties on imported capital goods are set to be removed to stimulate private investments. In terms of the
challenge to speed up customs clearances by 2010, the Government will seek to increase port efficiency.
With the support of the Millennium Challenge Account, a programme shall be put in place aimed at
enhancing port efficiency through the establishment of a “Comprehensive Integrated Tariff System”
(CITS) that will unify all border related fees and procedures. The programme will start with two pilot
border posts, namely, Chirundu and Lusaka International Airport (LIA). The aim of the programme is to
decrease and finally eliminate administrative and procedural barriers to trading.

The PSD will also seek to improve Sanitary and Phyto-Sanitary Services (SPSS) in Government. In this
regard, capacity of the SPSS units in the Ministry of Agriculture and Cooperatives will be strengthened
to provide efficient and speedy services for local and export trade. Another key activity for enhancing
trade facilitation shall be the strengthening of the standardization, certification and inspection units of
the Zambia Bureau of Standards (ZABS) so that they can provide efficient and speedy services for
importing and exporting, thus ensuring conformity with international and regional standards and
technical requirements.

4.4.1.7 Citizens Empowerment

The objective under this reform area is to unlock the growth potential of citizens through business
development support and empowerment initiatives. To this effect, the Citizens Economic Empowerment
Policy will be implemented. A Citizens Economic Empowerment Act was passed in Parliament in early
2006 and implementation is expected to start in 2007. This will provide a durable and sustainable
foundation for achieving a significant level of citizen participation in business and the economy in
general. This will also see the development of incentives that will aid in the voluntary migration from
the informal to the formal sector of the economy. Figure 4.2 shows the PSD reform programme
framework.

PSD Programme activities during the FNDP period will be implemented by the Government through the
various statutory agencies such as the proposed Zambia Development Agency, the PACRO, the Zambia
Competition Commission (ZCC), the Zambia Weights and Measures Agency and the Zambia Bureau of
Standards. These will be augmented by the actions of private sector apex associations such as the
Zambia Business Forum (ZBF), the Zambia Association of Manufacturers (ZAM), the Zambia Chamber
of Small and Medium Business Associations (ZCSMBA), the Small-Scale Industries Association of
Zambia (SSIAZ), and the Zambia Federation of Women In Business (ZAFW!IB).
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Figure 4.2: PSD Reform Programme Framework
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4.4.2 Enhancement of Efficient Public Service Delivery System
Improvement in the performance of the public sector shall continue to be undertaken through the Public
Service Reform Programme (PSRP) whose overall goal is to improve the quality, efficiency, cost-
effectiveness and delivery of public services to the people of Zambia. The PSRP will continue to focus
on three main areas, namely, Public Expenditure Management and Financial Accountability Reforms
(PEMFA); Public Service Management (PSM); and Decentralization.

The primary objective of PEMFA is to improve public expenditure management and strengthen overall
financial accountability in the public sector. The key activities of the PEMFA Programme are (a)
implementation of the Commitment Control System (CCS) and Financial Management System (FMS)
to all ministries, provinces and other spending agencies; (b) overhauling of the legal and regulatory
framework; (c) implementation of the new financial management system (through IFMIS); (d) reform
of the public procurement systems; and (e) strengthening of oversight processes, including that of
Parliament.

The main objective of the Public Service Management (PSM) programme component of the PSRP is to
enhance service delivery and programme implementation by improving management systems in the
public service. This is necessary because the restructuring of the civil service that began in 1993 has not
sufficiently improved service delivery. This failure results from inadequate pay for professional and
technical staff; ministerial and institutional establishments that are unaffordable given government
priorities and limited resources; and lack of effective performance incentives.

To address these challenges, the PSM programme component is expected to enhance the performance
and effectiveness of the public service. For example, under rightsizing, the objective is to ensure that all
Government ministries/institutions have staffing levels commensurate with their mandates and
affordable in relation to their MTEF ceilings. This should lead to a better-remunerated public service.
The main actions to be undertaken will include the completion of the restructuring of the remaining
ministries; the enforcement of entry and hiring policies; and the development of a strategy on
unclassified workers. With regard to the pay reforms, the main objectives are to ensure that (a)
employee remuneration is related to job responsibilities and performance; (b) essential technical,
professional and managerial staff are attracted and retained in the Public Service; (c) pay arrangements
support and reinforce improved service delivery; and (d) increases in pay levels are consistent with the

Fifth National Development Plan 2006 — 2010 39



resource envelope. The key milestone to be undertaken will be the development and implementation of
a pay policy, which should help reduce discrepancies in remuneration to the different categories of
public officers. The pay policy is expected to be developed and implemented during the Plan period.

The goal of the decentralization component of the PSRP is to empower local government structures to
effectively participate in the formulation and implementation of development programmes. The
National Decentralization Policy aims at achieving a fully decentralized and democratically elected
system of governance characterized by open, predictable and transparent policy making and
implementation processes. The Government has developed the Decentralisation Implementation Plan
(DIP) that provides a roadmap that will guide the efforts of all stakeholders through the articulation of
their roles in the implementation of the Decentralization Policy. The key components of DIP that are
derived from the National Decentralization Policy itself include (a) Sensitisation and Civic Education;
(b) Legal and Regulatory Framework; (c) Institutional and Human Resource Capacity Building; (d)
Local Development Planning and Budgeting; (e) Financial Management and Accounting; (f) Fiscal
Decentralisation and Revenue Mobilisation; (g) Sector Devolution; (h) Infrastructure Development and
Services Provision; and (i) Monitoring and Evaluation.

With regard to fiscal decentralisation, the Government will also accelerate the process with the view to
increasing the level of direct resource disbursements to the districts for the implementation of
development programmes at the local level. It also aims to establish and operationalize a comprehensive
local government financing system and enhance the capacity of Councils to effectively mobilize the
required resources for effective service delivery. A fiscal decentralisation framework shall be developed
to address local government finance and fiscal issues.

The sector devolution component of decentralisation is particularly noteworthy for the
operationalisation of the FNDP. The main objective of the component under the DIP is to achieve
timely and effective devolution of designated functions from sector ministries to lower levels for
effective service delivery. The expected outputs include the development of guidelines by each ministry
on how it plans to effect sector devolution, with elaborate devolution plans.

With respect to parastatal reforms, the main objectives are to scale down the Government’s direct
involvement in commercial activities by disposing of entities that could be better managed by the
private sector; reduce any budgetary outlays to state-owned enterprises; promote competition and
improve the efficiency of state-owned enterprises; and encourage wider share-based ownership and
minimise the involvement of Government bureaucracy in the operations of enterprises. During the
period 2006 to 2008, the main focus is on improving the operations of utilities in the energy and
telecommunications sectors (i.e., ZESCO and ZAMTEL) through commercialisation and restructuring.
The process of commercialising ZESCO started in 2004 and is expected to be completed during the Plan
period. Furthermore, the possibility of reducing the Government’s share holding in INDENI Oil
Refineries will be considered. Attracting foreign investment and modernising the refinery is essential.
The Government shall also focus on ensuring adequate levels of strategic reserves.

Other notable parastatals that require attention include the Nitrogen Chemicals of Zambia (NCZ). In the
event that no private investor acquires the company, the Government will undertake a due diligence
study of the plant to determine which operations can be commercially sustained. Although fertilizer is
an important commodity for agricultural purposes, importing the commodity is currently more cost-
effective than continuing to operate NCZ with obsolete equipment and technology.

With respect to the improvement of economic statistics, it is noteworthy that Zambia’s economic
statistics require substantial revisions. This is especially true for the national accounts, balance of
payments, consumer price index, producer price index, industrial production index, and employment
data. The inadequacies in some of these data have prevented the economic analysis needed to strengthen
policy formulation. Some efforts to improve economic statistics started in 2004 but further efforts are
needed. As such, revision exercises will be accelerated during the FNDP period and it is expected that
Zambia will have revised national accounts and the CPI index by 2007.
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4.5 National Monitoring and Evaluation Framework

There are several macroeconomic monitoring and evaluation frameworks, including (a) the Economic
Management and Monitoring Committee; (b) the Macroeconomic Sector Advisory Group (SAG); (c)
the recently formed PEMFA Working Group; (d) the Financial Sector Development Plan Working
Groups; and (e) the Budget Execution Monitoring Committee. There are also other institution-based
frameworks such as the Monetary Policy Committee (MPC) of the Bank of Zambia and the Medium
Term Expenditure Framework (MTEF) Committee at MoFNP, the Central administration Sectoral
Advisory Group and the PSRP Steering Committee. All these bodies address various aspects of the
macroeconomic and Public Service Delivery Service System programmes outlined under this Plan.
Other mechanisms for monitoring and evaluating macroeconomic performance are documents such as
the annual Economic Report that is produced by the Ministry of Finance and National Planning.

To effectively monitor and evaluate the implementation of the macroeconomic programmes under this
Plan, the reporting framework of the various working groups shall be streamlined and strengthened.
Since the Macroeconomics SAG has a wider representation and is expected to monitor implementation
of the broad macro programmes, all the committees outlined above will be required to provide
implementation progress reports to the Macroeconomics SAG on a quarterly basis.  The
Macroeconomics SAG will meet every quarter with a regular agenda.

The monitoring of macroeconomic performance shall be at two levels: (a) tracking progress in
implementing stability-oriented policies; and (b) tracking progress in the implementation of growth-
enhancing and pro-poor policies, including structural reforms. Progress in implementing stability-
oriented policies shall be measured mainly through monitoring performance in such key indicators as
(a) government domestic borrowing; (b) overall budget deficit; (c) money supply growth; (d) arrears; ()
clearance of domestic arrears; and (f) domestic debt. Monitoring of progress shall be done through
public expenditure management indicators and progress in implementing the key structural reforms in
the Financial Sector Development Plan, Private Sector Development, Public Service Reform
Programme and Public Expenditure Management and Financial Accountability.
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9

Agriculture

5.1 Introduction

Agriculture in Zambia has great potential for enhancing economic growth and reducing poverty. A well
performing agricultural sector translates into significant improvements in the country’s GDP,
contributes to employment generation, and broadens the country’s tax base. To the extent that the
livelihood of the majority of Zambians depends on agriculture-related activities, the sector, when well
developed, should contribute significantly to welfare improvement. It is in this regard that the FNDP
positions the agricultural sector as one of the driving engines for the anticipated economic growth that is
required to reduce poverty. The sector’s multiplier effects on the economy are particularly noteworthy,
and the restoration of its growth should guarantee a significant reduction in poverty levels currently
being faced by Zambia. Agricultural productivity, especially among female headed households, is
currently being affected by inadequate access to productive assets such as oxen and mechanized farm
implements; limited access to agricultural inputs; high energy and transport costs; lack of mechanisms
to mitigate climatic risks; low soil fertility; inadequate access to agricultural service support, such as
credit and markets; and disease and pest attacks on both crops and livestock. In addition, HIV and AIDS
has had a negative impact on labour supply and has generally undermined the productive capacity of
households. As acknowledged in the PRSP, Zambia needs to improve agricultural production,
productivity and market competitiveness in order to come out of the poverty trap.

5.2 Review of Past Performance

Zambia is abundantly endowed with the required resources to stimulate agricultural and rural
development. Presently, of the country’s 752,000 square kilometres of landmass, 58 percent is suitable
for arable use and of this, only about 14 percent is currently under cultivation. The country possesses a
conducive climate, and abundant arable land, labour and water resources. Prior to 1990, the agricultural
policies were restrictive, distortionary and counterproductive due to heavy government intervention and
participation and the dominance of maize. In addition, the strategies pursued were not sustainable
because of their high reliance on subsidies. Consequently, these policies and strategies failed to
stimulate sustained growth in the sector. The sector also lacked private sector participation in the areas
of agricultural marketing, input supply and processing. In 1991, the Government embarked on
agricultural sector policy reforms, which were part of the overall economic reforms pursued under the
Structural Adjustment Programme. The main policy thrust of the reforms was liberalization of the
agricultural sector and promotion of private sector participation in production; marketing; input supply;
processing; and credit provision. Although the agricultural sector implemented various programmes,
such as the Agricultural Sector Investment Programme (ASIP), the performance did not match
expectations due to a number of constraints, including limited resources.

In 2001, the Government re-introduced co-operatives. The Department of Co-operatives within MACO
was mandated to play a major role in promoting the formation of and development of co-operatives in
order to enhance their effective participation in agricultural production and marketing.

Since the early 1990s, the agricultural sector’s contribution to GDP has averaged 18 percent. However,
real growth rates in agriculture have significantly fluctuated in the past four decades due mainly to high
dependence on rain-fed production, reduced investments, and failure to strategically position the sector
in line with its comparative advantage. Agriculture sector output is highly variable. Recurrent droughts
and, more recently, unusually heavy rains, have often resulted in widespread crop failure. Crop failures
have also been attributed to land degradation, poor husbandry practices and lack of appropriate seed
varieties. Nonetheless, there is considerable scope for drought mitigation through the promotion of
appropriate agricultural practices and drought insurance mechanisms.

Since the mid-1990s, the agricultural sector has diversified with significant increases in the production
of such crops as cotton, coffee, tobacco, and horticultural and floricultural products. Increased
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production of these commaodities has been due mainly to the support currently provided to farmers by
private outgrower companies. The agricultural sector has increased its share of export, due to the
increased production and diversification. Primary agricultural products make the largest contribution to
agricultural exports. On average, exports of products such as sugar, tobacco, cotton lint, coffee, and
maize contribute significantly to non-traditional exports. Other contributors to agricultural exports are
processed foods and textiles. Processed foods are largely ground maize, mealie-meal, that is exported
mainly to the neighbouring Democratic Republic of Congo (DRC). The textile industry has experienced
strong demand from the regional market due to opportunities being provided by the Africa Growth and
Opportunity Act (AGOA) programme of the United States. Horticultural exports to the European Union
have also contributed significantly to the country’s non-traditional export receipts.

The livestock sub-sector is also economically important in Zambia as it accounts for about 35 percent of
the total agricultural production. The main livestock produced are cattle, goats, pigs and poultry.
However, livestock production remains far below its potential due to several factors that include
outbreaks of diseases such as corridor and foot and mouth. Traditional communal grazing has, in part,
been blamed for the frequent outbreaks of cattle diseases in many rural areas. The recurrence of drought
has often depleted animal grazing resources and drinking water, thus affecting the productivity of the
livestock sector.

The fisheries sub-sector in the country has great potential to support livelihoods although production
trends have not grown consistently. Fish catches from the artisan sub-sector have remained static,
averaging about 70,000 tons per annum. Consequently, the demand for fish outstrips supply. The
declining yields in capture fisheries has been attributed to increasing human population in fishing areas
and unsustainable fishing practices, such as fishing in breeding sanctuaries and the harvesting of
immature fish. Furthermore, the sub-sector is constrained by poor storage and preservation facilities,
unreliable transport services and poor infrastructure.

The following are additional challenges that still compromise the ability of the agricultural sector to
benefit from its full potential and, hence, make a significant dent on the country’s poverty levels:
a) Low productivity;

b) High dependence on rain-fed agriculture and limited utilization of irrigation;

¢) High post-harvest losses;

d) Deficiencies in the early warning system;

e) Inadequate infrastructure and high energy and transport costs;

f) Limited access to affordable credit, especially for small and medium scale farmers;

g) Poor functioning agricultural markets, which limit small scale farmers’ access to markets;

h) Restrictive trade policies, which may result in price volatility and regional specialization;

i) Limited domestic market;

J) Insecurity of the traditional land tenure system;

k) Limited mainstreaming of gender in agriculture; and

1) Environmental degradation due to unsustainable agricultural practices.

5.3 Policies and Key Reforms

Since the early 1990s, the Government has been implementing institutional reforms aimed at
liberalizing the agricultural markets and encouraging the private sector to take the lead in agricultural
sector development. Under these institutional reforms, Government will focus on providing public
goods that are needed for efficient sector growth, such as rural and agricultural infrastructure, research,
extension and pest and disease control. Agri-business will be encouraged to strengthen linkages with
smallholder farmers through increased private sector participation in agricultural service delivery, such
as in input supply, output marketing, and agro-processing.

Co-operatives have been identified as strategic avenues through which socio-economic development
programmes could be delivered to the people, particularly the small-scale producers in rural sector. To
this end, the draft Co-operative Development Policy (CDP), which has been initiated for
implementation during the FNDP, will seek to provide an enabling institutional and legal environment
for the development of autonomous, viable and demand driven co-operatives.
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Since co-operatives are not only agriculture in nature, a broad based approach to promoting co-
operatives will be adopted during the FNDP to include transportation, tourism, housing, mining, savings
and credits and construction.

The CDP will among other things provide a conceptual and policy framework within which co-
operatives development will be spearheaded in the country. It will also provide guidelines on the
appropriate institutional framework to support co-operatives across all sectors of the economy.

The overall objective for the agricultural sector, as set out in the National Agricultural Policy (NAP), is

“to facilitate and support the development of a sustainable and competitive agricultural sector in order

to ensure food security and income generation at household and national levels and maximize the

sector’s contribution to gross domestic product (GDP).” This policy position shall be maintained during

the FNDP period. In this respect, the specific objectives of the agricultural sector are as follows:

a) Attain national and household food security through all-year round production and post-harvest
management of adequate supplies of basic foodstuffs at competitive costs;

b) Contribute to sustainable industrial development by providing locally produced agro-based raw
materials;

¢) Increase agricultural exports thereby enhancing the sector’s contribution to the national balance of
payments;

d) Generate income and employment through increased agricultural production and productivity; and

e) Ensure that the existing agricultural resource base is maintained and improved upon.

The main thrust of the National Agricultural Policy are liberalization; commercialisation; promotion of
public and private sector partnerships; and ensuring gender equity in the provision of effective services
that will ensure sustainable agricultural growth. The agricultural sector policy recognizes the need to
strengthen and expand the emerging opportunities and also deal with the challenges facing the
agricultural sector.

In the light of the above, the role of the public sector, in partnership with other stakeholders where
possible, will be confined primarily to the following:

a) Policy formulation;

b) Enforcement of legislation, regulation and inspection;

¢) Maintenance of strategic food reserves;

d) Provision of market information;

e) Financing the control of pests and diseases of national economic importance;

f) Provision of basic agricultural and integrated rural infrastructure;

g) Provision of agricultural services, i.e. research and extension in partnership with the private sector;
h) Provision of targeted support to outlying areas and underprivileged farmer groups;

i) Capacity building within public and private sectors;

j)  Sector coordination; and

k) Monitoring and evaluation of overall sector performance.

5.4 Vision and Goal
The vision is: An efficient, competitive and sustainable agricultural sector that assures food security
and increased income.

The goal is: To promote increased and sustainable agricultural production, productivity and
competitiveness in order to ensure food security; income generation; creation of employment
opportunities; and reduction in poverty levels.

5.5 Programmes, Objectives and Strategies

During the FNDP period, food crops such as maize, cassava, sorghum, millet, sweet potatoes, beans,
wheat and groundnuts will be targeted for increased production and productivity. Others to be targeted
for production and research include indigenous horticultural crops (fruits and vegetables). With regard
to commercialisation of the agricultural sector, it is expected that an increased number of small-scale
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farmers will be fully integrated into commercial production through outgrower arrangements or as
individuals. Major cash and high value crops to be targeted include cotton, tobacco, groundnuts,
paprika, cashew nuts, soya beans, castor, sesame, marigold, herbs and spices in agro-ecological regions
I and I1; and coffee, tea, and sugar in region I1I°. Large-scale commercial farm production of cash and
export crops like floriculture and horticultural products will also be promoted.

The Government will also endeavour to promote the formation of co-operatives and strengthen their
operations so that they become the main conduit for socio-economic development, contributing to
poverty eradication.

Overall, crop production increases will come from expansion of area under cultivation; expansion of
land under irrigation from the current estimated 100,000 hectares to 200,000 hectares by 2010;
increased productivity through improved variety research releases and better research/extension
linkages; increased use of better and sustainable farming practices, including conservation farming and
low input agriculture; and increased use of animal draught power. Further, post-harvest crop losses will
be reduced from the current level of 30 percent to less than 10 percent by 2010.

In the livestock sector, the main thrust will be to control livestock diseases of an epidemic nature and
with trans-boundary (regional/international) significance. The other area of emphasis will be re-
stocking, stocking and increasing overall production, productivity and management of marketable
livestock and livestock products, especially in the traditional sector.

The fisheries sub-sector will focus on promoting community-based resource management of capture
fisheries, thereby improving catches. Concerted efforts will be made to promote aquaculture
development and restocking natural water bodies with fish seed. Better processing facilities will be
promoted and the distribution network improved.

The FNDP programmes for the agricultural sector are designed to result in the following:

a) Attainment of food security for the majority of households with at least 90 percent of the population
being food secure by 2010;

b) The contribution of the agricultural sector to total foreign exchange earnings will increase from the
current 3 to 5 percent to 10 to 20 per cent by 2010;

¢) The agricultural sector will grow at 10 percent per annum from 2006 onwards;

d) Overall agricultural contribution to GDP will rise from 18 to 20 percent to 25 percent by 2010; and,

e) Incomes for those involved in the agricultural sector will increase.

It is emphasised that successful planning and implementation of many of the programmes require well-
functioning linkages with and close coordination among various ministries and sector specific
institutions. In this regard, it is recognised that many of the multi-sectoral programmes cannot be
implemented by the Ministry of Agriculture and Cooperatives (MACO) alone and that public and
private alliances are key. In order for MACO to be able to manage the planned spending increases,
internal management capacity building will be required.
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The matrix below presents the agricultural

FNDP period.

sector’s programmes, objectives, and strategies during the

Sector: Agriculture

No. Programmes Objectives Strategies

1 Irrigation To promote a well- | a) Develop socially desirable and economically viable irrigation
Development and regulated and schemes;

Support profitable b)  Construct communal bulk water supply systems;
irrigation sub-sector | ¢) Facilitate irrigation infrastructure development for improved
that is attractive to agricultural productivity;
both the public and | d) Establish an irrigation development dund to enable farmers
private sectors access funds for comprehensive irrigation development that

goes beyond provision of irrigation equipment;

e) Facilitate the establishment of water rights that are supportive
of sustainable agricultural development;

f)  Promote sustainable utilization of wetlands and dambos.

2 Agricultural To promote the | a) Ensure sustainable agricultural land use planning and
Infrastructure and improvement of management;

Land Development | agricultural b) Develop new farm blocks and facilitating basic infrastructure
infrastructure  and development;
land for sustainable | c) Develop a land information system for the agricultural sector.
production and
productivity

3 Livestock To improve the | a) Regulate and control the quality of livestock, livestock
Development productive products, and stock feeds;

Programme efficiency of the | b) Promote private sector participation in the provision of
livestock sector in a livestock and extension services, and in marketing of livestock
sustainable manner and livestock products;
and support the | ¢) Create and promote awareness in the conservation of animal
marketing of both genetic resources;
livestock and | d) Facilitate implementation of disease and vector control
livestock  products programmes with private sector participation;
and contribute to | e) Establish the emergency disease control fund to control trans-
food security and boundary animal diseases, such as foot and mouth disease,
increased income CBPP, etc.;

f)  Rehabilitate the vaccine unit;

g) Strengthen the early warning system;

h)  Establish 2 disease free zones by 2010;

i) Devise efficient and sustainable diagnostic techniques in
investigations of diseases;

j)  Enforce all legislation in the livestock sub-sector;

k) Promote the establishment of abattoirs in livestock production
areas;

) Encourage, supporting and promoting poultry and small
livestock enterprises as a way of empowering women and
female headed households.

4 Agricultural To provide | a) Develop appropriate agronomic packages and technologies for
Services and appropriate, sustained farming systems and overall agricultural production
Technology efficient and and utilization;

Development effective technology | b) Promote crop diversification;
development  and | c) Design and promote appropriate on-farm transportation,
transfer services in processing and storage structures, especially for small-scale
order to  assist farmers to minimize or prevent post-harvest losses;
farmers increase | d) Promote research/extension/farmer linkages in order to have
agricultural more farmers’ input in research and technology transfer;
production and | e) Promote cost sharing with beneficiaries of agricultural research
productivity. and extension;

f) Regulate the introduction and use of agro-biotechnology
products, in particular Genetically Modified Organisms
(GMOs);

g) Promote and encourage the involvement of the private sector
and NGOs in the provision of extension services.

h) Ensure gender equity in access to Animal Drought Power
(ADP) among female and male small scale farmers.

5 Fisheries To increase fish | a) Conserve and maintain bio-diversity of aquatic resources
Development production and through improved monitoring;

promote sustainable | b) Regulate and control the marketing and trading of fishing gears
utilization of and fishing practices;
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Sector: Agriculture

No. Programmes Objectives Strategies
fisheries resources | ¢) Promote aquaculture development, especially among women;
thereby contributing | d) Strengthen  gender  balanced  research-extension-farmer
to the economy linkages;
through the | ) Promote improved fish processing and storage
generation of
employment,
income and
improved
availability of fish
6 Policy Coordination | To formulate and | a) Strengthen and monitor the liberalization of markets and
and Management implement facilitating private sector growth;
appropriate, gender | b) Review and realign institutional and legislative arrangements;
sensitive strategies | ¢c) Enforce the sector’s regulatory functions;
through multi- | d) Strengthen emergency preparedness through early warning
sectoral and information and data; timely and efficient crop forecasting;
coordinated drought insurance mechanism; and maintenance of strategic
interventions with a food reserves;
focus on increased | ) Develop a cross-sectoral strategic framework and monitoring
food security and matrix for food security within the context of the FNDP;
economic growth f)  Facilitate provision of incentives for local and foreign
agricultural investment;
g) Strengthen information collection and dissemination;
h) Promote gender equity in resource allocation and access to
agricultural services, focussing on women and young farmers.
i)  Strengthen/support platforms for policy dialogue and
public/private stakeholder consultation.

7 Agricultural To promote the | a) Facilitate market information flow among stakeholders;
Marketing, Trade development of a | b) Impart agro-business skills to market participants and farmers,
and Agribusiness competitive, especially women;

Development efficient and | ¢) Promote and enforce grades and standards of major agricultural
transparent  public commodities and inputs;
and private sector | d) Facilitate the development of rural infrastructure, such as roads
driven  marketing rural storage infrastructure;
system for | e) Create a market driven environment with no market distortions
agricultural for improved input and output market centres;
commodities and | f) Create an enabling environment for an improved agricultural
inputs input and output market, especially for small-scale farmers in
rural areas;

g) Promote crops with both domestic and export markets;

h)  Encourage financial institutions to be established in rural areas.

8 Cooperatives To create an | a) Develop a legal and institutional framework to facilitate re-
Development enabling orientation and reformation of the cooperative organizations;

environment for the | b) Develop the capacity of cooperative members to take advantage
development of the current socio-economic environment;
cooperatives and | ¢) Promote development of business-oriented cooperatives and
other farmer farmer organizations in order to enhance their capacity to
organizations that access financial resources;
will contribute to d) Promote partnerships between cooperatives and other sectors of
economic  growth the economy;
and poverty | ) Promote and ensure participation of women in business-
reduction oriented cooperatives and farmer organisations.
f) Formulate policy on management and development of co-
operatives;
g) Enhance the capacity of cooperatives and MACO staff in
management and development of co-operatives.

9 Human Resource To provide skilled | a) Provide short and long-term training at technical and
Development human resource for professional levels, including farmer training;

the agricultural | b) Facilitate development of public and private sector training
sector through institutions;

capacity  building, | ¢) Promote agricultural education at both basic and high school
and addressing levels, including young farmers’ clubs;

issues of HIV and | d) Promote income generating ventures in agricultural training
AIDS and Gender, institutions;

in order to increase | ) Establish new training institutions and rehabilitation of existing
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Sector: Agriculture

No. Programmes Objectives Strategies
the sector’s ones;
production and | f) Create HIV and AIDS and Gender awareness and sensitization
productivity among agricultural staff and farmers;

g) Provide relief and mitigatory measures to HIV and AIDS
infected and affected staff and farmers including their families;

h) Ensure gender equity in professional and technical training
programmes in agriculture.

5.6 Implementation, Monitoring and Evaluation Framework

The role of the public sector will be confined to policy formulation; coordination; enforcement of
legislation; regulation and inspection; maintenance of the strategic food reserves; provision of market
information and financing the control of pests and diseases of national economic importance. Others
will include the provision of basic agricultural and rural infrastructure; provision of agricultural
services; provision of targeted support to outlying areas and underprivileged farmer groups; capacity
building with public and private organizations; and monitoring and evaluation of the overall sector
performance. In this regard, the role of the public sector will be to encourage growth in the agricultural
sector by fulfilling those functions which are truly public goods. It will formulate and implement
policies to create an enabling environment, which encourages the participation of the private sector,
NGOs and cooperating partners. For instance, the private sector will play major roles through improving
quality and increasing overall production of goods and services; mobilizing savings and investments;
employment creation; providing credit facilities; participating in the marketing of agricultural inputs and
outputs; and information dissemination. In the same vein, cooperating partners will play an important
role through the provision of supplementary financial, technical and other support in the implementation
of agricultural policies and programmes and capacity building for stakeholders, including NGOs and
Community Based Organizations (CBOs).

In order to monitor progress in the implementation of the agricultural programmes and activities and
measure impact, a monitoring and evaluation system shall be established. The Agriculture Sector
Advisory Group (SAG) will play an important role in the implementation and monitoring of the FNDP.
The Agriculture SAG shall review the implementation of the plan and provide guidance as required
once every three months. The regular deliberations of SAG meetings shall be reported to the National
Sector Advisory Group Conference. Where necessary, the Agriculture SAG shall set up sub-committees
to consider specific issues which may arise during the implementation and reviews of the FNDP.

In addition to the SAG, a standing, cross-sectoral Food Security Task Force, committee or similar body
will be established, following completion of the work of the ad hoc Food Security Task Force that will
develop the strategic framework and monitoring matrix for food security within the context of the
FNDP. This standing body will review plan implementation as it relates to achievement of strategic
food security objectives, and provide guidance for resolving specific cross-sectoral implementation
issues as they arise.

The programmes and activities will be monitored based on the indicators developed. Other main
monitoring indicators and instruments can be developed or refined as the programme is implemented.
The more comprehensive impact evaluations will require household surveys to be conducted by the
Central Statistical Office in collaboration with the Ministry of Agriculture and Cooperatives (MACO).
This shall be complemented by independent assessments from stakeholders on sector performance and
programme implementation. A system for gathering both quantitative and qualitative information at
national, provincial and district level in order to regularly monitor implementation and measure the
impact of the programme activities will be put in place.
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Land

6.1 Introduction

Land is the most fundamental resource in any society because it is the basis of human survival. In order
to ensure that this important resource is properly administered and managed, the Government has been
working on land reforms aimed at improving the land delivery process.

6.2 Review of Past Performance

At independence, Zambia inherited a customary, freehold and leasehold system in which administration
of customary tenure was subordinate to written law, which applied to Crown Land. The system of land
administration was not integrated into the land tenure structure of the country. Rights and interests
exercisable under the Reserves, Trust Land and State Land remained unchanged. The method of land
alienation under Reserves and Trust Lands continued to be managed through traditional customs. In
1965, the Government appointed a Commission of Inquiry to review the land policy and to recommend
a land administration system suitable to the needs of the new Republic. The Commission recommended
unification and integration of land administration; simplification of the law governing statutory tenure;
introduction of individual land title registration of customary tenure; acquisition and control of vacant
land and all land in Barotseland by the Government. It also recommended that all laws relating to
conservation of natural resources to be of general application and the law relating to compulsory
acquisition to apply irrespective of whether land was held under customary or statutory tenure.

The recommendations of the Commission of inquiry were submitted to the Government but only the
recommendations on compulsory acquisition of unutilised land and the question of unification of
Barotseland and the Reserves were addressed. In implementing these recommendations, the
Government amended the Constitution in 1969 to provide for compulsory acquisition of land in public
interest. Further, in 1970, Government enacted the Western Province (Land and Miscellaneous
Provisions) Act, 1970 to declare all land previously administered by the Litunga as a Reserve pursuant
the system of land administration and management and did not alter the dual tenure system of land
administration established by colonial authorities.

The period between 1970 and 1975 saw the evolution of laws aimed at increasing state control of land
transactions to cater for urban settlement needs, such as for control and improvement of housing for low
income groups and a number of Acts to provide for the regulation of tenants and rentals. As of 1st July
1975, all freehold was converted to 100 year lease and subsequent leases would have a maximum of 99
years. In an effort to curb speculation in land, the Act pronounced a ban on sale of vacant land,
declaring it as having no value and introduced the requirement for Presidential consent for subdivision,
sale, transfer, assignment, sublease, mortgage or charge. In 1985, the Government amended the 1975
Act to restrict non-Zambians from acquiring land without Presidential consent. In the same year, the
Government issued general policy guidelines regarding the procedure of conversion of land from
customary to leasehold tenure and system for land alienation in which district councils would participate
in processing of applications, selection of suitable candidates and making recommendations for
alienation to the Commissioner of Lands. These changes had a negative effect on land service
professionals such as real estate agents and other survey and valuation services.

The following are the challenges that hinder the ability of the land sector to adequately empower the
people of Zambia, realize the full potential of the land resource, and contribute to the reduction of
poverty levels:

a) Duality of land tenure;

b) Over centralized land administration system;

¢) Inadequate empowerment of citizens, especially in customary areas;

d) Lack of land policy;

e) Abuse of current system of acquiring land in both customary and state land;

f) Ineffective land use planning;

g) Ignorance of land alienation procedures;
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h) Lack of clear guidelines on how to attach value to land that is to be allocated;

i) Ineffective land audit;

J) Inadequate appreciation of the roles played by traditional rulers and the President in land allocation;
and

k) Ineffective coordination among land administration institutions.

The reintroduction of political pluralism in 1991 was followed by the dismantling of the state controlled
economy through market liberalisation and privatisation policies, which considerably changed the
demands for land administration. The Lands Act of 1995 repealed the Land (Conversion of Titles) Act
of 1975 and the Orders in Council of 1963 that had provided for the vestment of land into the Secretary
of State for Colonies but retained the custodial role of the Head of State, ostensibly to ensure that land
was held and used equitably by citizens. The Act introduced qualifications to own land. All Zambians
who had attained the age of 21 could own land and non-Zambians of ‘certain categories’ such as
investors, resident permit holders, were also allowed to acquire and hold land in Zambia.

6.3 Policies and Key Reforms

Streamlining the land delivery system to facilitate economic activities is one of the goals of the
Government. A new land policy shall be developed during the Plan period to address the multitude of
constraints in the land sector, which includes review of legislation and creation of land banks for all
potential investors from within and outside the country in line with Citizens Empowerment Act. The
Government shall also review the structure of the Ministry of Lands with a view to bringing all land
dealing institutions under one roof. The restructuring and strengthening of the Ministry will aim to make
it more effective, professional and transparent so as to secure fair and equitable access to, and control of
this vital resource.

In the light of the above, the Government will facilitate the following during the FNDP period:
a) Policy development;

b) Reviewing of existing legislation;

c) Decentralization of the land administration and management process;

d) Streamline land delivery process;

e) Empowerment of citizens;

f) Promote sensitization of chiefs on the importance of releasing land,;

g) Human Resource Development;

h) Promote security of tenure through registration of private and communal rights;
i) Allocating of land according to the land value;

j) Strengthen coordination among land administration institutions; and

k) Promote land use planning.

6.4 Vision and Goal

The vision is: A Zambia in which there is secure, fair and equitable access and control of land for
sustainable socio-economic development of the people by 2030.

The goal is: To have an efficient and effective land administration system that promotes security of
tenure, equitable access and control of land for the sustainable socio-economic development of the
people of Zambia.

6.5 Programmes, Objectives and Strategies
The matrix below presents the FNDP programmes and their respective objectives and strategies
for the lands sector.

Sector: Lands
Programmes Objectives Strategies
1 | Land a) To promote efficiency and | a) Develop and implement Land Policy;
Administration and effectiveness in land | b) Streamline land administration and management
Management alienation, administration system;

Fifth National Development Plan 2006 — 2010 57



Sector: Lands

Programmes Objectives Strategies
and management ¢) Review Land-related legislative;

d) Harmonisation of the institutions dealing with land.

2 | Empowerment of a) To promote effective | @) Sensitize traditional rulers on the importance of

Citizens in Both citizenry releasing land for development;

Customary and access to, and control of land b) Promote the creation of land banks for all potential

State Land investors;

c) Raise awareness on land allocation procedures;

d) Change legislation to restrict land allocation by the
state to Zambians only;

e) Facilitate affirmative action to empower less
privileged Zambians such as persons with disabilities,
women, and the rural community to own land;

f)  Promote co-ordinated and efficient land use planning
and management in customary areas.

3 | Strengthening of a) To decentralize land | a) Strengthen Provincial land offices and decentralise

Institutional administration and land registration to the provincial level;

Framework management. b) Facilitate linkages in land use administration and
management  with  ministries  responsible  for
agriculture,  tourism, environment and local
government

4 | Demarcation of a) To maintain international | a) Develop a systematic periodic inspection  and

International and boundaries to prevent management programme of common international

Local Chiefdom potential conflicts with boundaries;

Boundaries neighbouring countries. b) Facilitate timely up-date and maintenance of maps

b) To provide detailed showing the extent and boundaries of all local
information on boundaries chiefdom boundaries;
of chiefdoms. C) Facilitate joint inspection of chiefdom boundaries in
the presence of chiefs and Local Government
officials.
5 | Human Resource a) To develop and retain | a) Provide short and long-term training at technical and
Development. qualified and motivated professional levels,
personnel. b) Introduce performance-based annual awards systems.
6 | Land Development a) To promote the opening | a) Develop a co-ordinated working programme with
Fund up of new areas for local authorities on the identification of land for
development. development;
b) To increase the collection | b) Establish provincial Land Development Fund;
of revenue and contribute | ¢c) Develop an efficient audit accounting system of Land
to the Treasury and the Development Funds;
Land Development Fund. | d) Promote cost effective means of collecting ground
rent and other fees payable.
7 | National Mapping a) To provide spatial | a) Develop, maintain and publicise national mapping
and Surveying geographic  information standards;
for national infrastructure | b) Develop national topographic map databases;
development c) Develop maintenance and publication of national
place names Gazetteers;

d) Surveying of land for development;

e) Develop local maps for all areas of Zambia.

8 | Registration of a) To improve and promote | a) Develop microfilming, scanning and computerised

Properties decentralised registration data storage system;

of properties in order to | b) Introduce electronic issuance of titles;
guarantee  security of | c) Sensitise the public on procedures governing property
ownership transactions and registration.
9 | Coordination of a) To promote efficient, | @) Harmonise Land use and physical Planning;
Land Use and coordinated and  well | b) Conduct Land audit;
Physical Planning regulated land use and | ¢) Upgrade Land Information System on development

physical planning patterns.

patterns.

6.6 Implementation, Monitoring and Evaluation Framework

During the FNDP implementation, the Ministry of Lands will be guided by the Land Policy. The
Ministry of Lands, as a principal government institution in land administration, will work closely with
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other land delivery institutions to improve land administration and management. The other parties that
are critical to the improvement of the land administration system include the Ministry of Local
Government and Housing; the Ministry of Tourism, Environment and Natural Resources; the Ministry
of Commerce, Trade and Industry; the Ministry of Agriculture and Co-operatives; the Resettlement
Department in the Office of the Vice President; the Zambia Investment Centre; District Councils; civil
society organisations; traditional rulers; and the public at large.

In order to effectively monitor and evaluate the implementation of the FNDP programmes under the

sector, the Ministry of Lands will establish an integrated system of monitoring and evaluation. It will
also develop monitoring and evaluation instruments for the implementation of the programmes.
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Mining

7.1 Introduction

The mining sector has been a prime mover of economic development in Zambia for over 70 years, with
exports of mineral products contributing about 70 percent of total foreign exchange earnings. Lately,
mining has been generating between 6 percent and 9 percent of Gross Domestic Product (GDP) and
contributes about 40,000 jobs to total formal sector employment. The role that the mining sector plays
in national development is enhanced by its backward and forward linkages with other sectors. It
provides critically needed inputs for agriculture and agro-chemicals, industrial manufacturing of a wide
variety of products such as ceramics, paint manufacture and essential raw materials for the building
industry. In this regard, the mining sector’s contribution to wealth creation in the economy is far-
reaching.

During the 1980s and 1990s, copper production had declined due to a host of reasons that included poor
re-investment into new and existing mines, and unsupportive policy and management practices. In order
to resuscitate the economy, including the mining sector, Government decided to implement a
comprehensive economic restructuring programme that focused on the promotion of private sector-led
development. The privatisation of the mining industry was completed in the year 2000.

Copper and cobalt production dominated the mining sector over the years. Deposits of gold, diamonds,
zinc, gemstones, coal and a variety of agro and industrial minerals are also found in Zambia. Large-
scale mining is active in copper, cobalt and coal while small-scale mining is active in a variety of
gemstones that include emeralds, amethyst, aquamarine, tourmaline, garnets and citrine. Emeralds are
by far the most dominant. This rich variety of mineral resources offers great potential to provide the
needed resources for financing development.

Furthermore, mining has the capacity to create opportunities for increasing the stock of needed skills
and expertise, an increase in a broad spectrum of service industries, value addition through downstream
processing, and technology transfer to small-scale operators. The orderly development of small-scale
mining is also capable of lowering poverty through the creation of development zones or areas in rural
mining centres arising from the emergence of mining communities. It also offers a facilitating
environment to support cottage industries that are related to pottery making, brick making and increased
demand for skills and essential mining equipment and machinery. These considerations point to the
potential significance of mining to the reduction of poverty in Zambia.

7.2 Review of Past Performance

In the years 1965 to 1975, copper accounted for 95 percent of export earnings and 45 percent of
Government revenues. However, in the years 1991 to 2000, copper’s contribution to export earnings
had drastically decline to an average of 62 percent. The mining sector’s contribution to GDP, estimated
at 32.9 percent in 1973, declined to 6.2 in 2000, representing 81.1 percent decline. These developments,
accompanied by falling metal prices on the international market, drastically reduced the mining sector’s
contribution to government revenue.

In 1991, Government embarked on a comprehensive economic restructuring of the industry aimed at
privatisation that was completed in 2000. Large amounts of investments have since been effected by the
new owners of the mines, focusing on the acquisition of mining equipment, the rehabilitation of
infrastructure and the opening up of new fields. Over US $1.4 billion has been invested in the mining
sector by the end of 2005. The price of base metals, particularly copper, has also been increasing since
2003.
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The post-privatisation period was not without problems. For instance the pull-out of Anglo American
Corporation from Konkola Copper Mines affected the operations of the mine in terms of production
levels and implementation of planned development projects, the Konkola Deep Mining Project (KDMP)
and the improvement of capacities of refineries and smelters, to be specific. During this period, the
sector also witnessed an increase in mine accidents. This was due mainly to the fact that the increase in
mining activities did not match the monitoring capacity of the Mines Safety Department.

Despite the above mentioned setbacks the sector grew by an estimated 18.4 percent in 2004 and 3.4
percent in the previous year. However, in 2005 the sector grew by only 2.8 percent mainly due to a
number of problems, which include mine accidents, fuel shortages and labour disputes. In terms of job
creation, an estimated 13,500 people have been reemployed in the sector between 2000 and 2004.
Copper production increased from 257,000 tons in 2000 to 446, 000 tons in 2005. It is further projected
that by 2010, annual copper production shall reach the 1970s levels of over 700,000 tons. The good
performance during the first half of the decade has been enhanced by the implementation of the
Transitional National Development Plan (TNDP 2002 to 2005) and the Poverty Reduction Strategy
Paper (PRSP 2002 to 2004), which both recognized the importance of large-scale and small-scale
mining. The Government’s policy emphasis on small-scale mining is founded on the belief that the sub-
sector could effectively contribute to poverty reduction and employment creation. In this regard, four
programmes were planned to be implemented for the sub-sector during the TNDP, namely, SYSMIN
(systeme de stabilisation de recettes de exportation de products miners) Fund (mining diversification);
establishment of the gemstone exchange; introduction of a plant hire scheme; and the creation of a
community development fund (revolving fund).

The success rate of all the four programmes has not been satisfactory. The plant hire scheme has not
been established due to inadequate financial resources. Government has decided to let the gemstone
exchange be private sector driven and some progress has been registered, through private sector
initiative. The community development fund has been established. However, the amount of money so
far disbursed falls far short of the original budgeted amount. The SYSMIN Fund, which provided a
credit facility of 16 million euros, has remained largely inaccessible to small-scale miners due to the
stringent conditions attached to the loans. This is despite an attempt to relax the conditionality originally
built into the facility.

The failure of the planned interventions has consequently meant that the gemstone and semi-precious
sub-sector has remained unaffected by the PRSP/TNDP planned interventions. In this respect,
Government intends to refocus its attention to the sub-sector in the FNDP.

The sector has been constrained by a number of factors as follows:

a) Weak Institutional Framework Support: Currently, institutions that provide services to the mining
industry, especially MMMD, are weak. Problems range from low staffing levels to inadequately
trained technical staff, poor funding, and inadequate infrastructure. This has resulted in poor service
delivery. With the unprecedented growth in mining activities in the country, an efficient
institutional framework support will be critical;

b) Outdated Policies and Legal Framework: The current mining policy was formulated in 1995. Its
primary focus was on the privatization of state mining corporations. Due to change in
circumstances, it is now imperative that the policy be revised. The legal framework for the mining
sector comprising the Mines and Minerals Act (1995), the Prescribed Minerals and Materials Act,
Explosives Act, and various regulations are outdated due to new developments, especially
technology. Furthermore, new pieces of legislation will be required. An up to date and stable legal
framework is important for attracting investments in the mining sector;

¢) Inadequate Mineral Exploration and Resource Surveys: It is difficult to attract mining investors if

the geological potential of a country is not known. Currently, only 55 percent of Zambia has been
geologically mapped at a scale of 1:100,000. Therefore, for a sustainable mineral-based industry,
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d)

e)

9)

h)

efforts must be directed at mapping the rest of Zambia. Beyond mapping, detailed exploration has
not been done, which is required especially in promoting small-scale mining;

Absence of Cadastre and GIS Systems: The issuance of mining rights is highly constrained by the
absence of an online cadastre (a computerized mining rights management system) and Geographical
Information System (GIS) resulting in delays and conflicts;

Inadequate Investment Promotion: Although there has been a programme for investment
promotion, there has never been a deliberate effort to come up with appropriate implementation
strategies. Investment promotions have been limited to trade shows and investment forums. There
is an urgent need to widen the scope of promoting mine investment through the use of both
electronic and print media;

Constraints affecting Gemstone and Small-scale Mining: Major constraints  inhibiting  the
realization of the gemstone and small-scale mining sub-sectors potential include:

i. Lack of access to affordable finance. This has not made it possible for miners to procure
mining equipment and acquire working capital. This is the major production constraint
that has resulted in many mines being dormant;

ii. Lack of technical and management skills of miners. Many miners lack basic geology and
mining skills that have resulted in costly and unsafe mining methods. Inadequate business
and managerial skills have resulted in mismanagement of resources and poor planning;

iii. Poor infrastructure in mining areas. Most small-scale mining areas have poor
infrastructure, poor roads, no schools, or health centres, water and power thereby making
it difficult to operate in the areas;

iv. Lack of access to a formal marketing system. The absence of a transparent and formal
marketing system, such as a Gemstone Exchange, has resulted in miners getting unfair
deals due to under-pricing; and

v. Inability to add value to rough materials prior to exportation. Further processing of
gemstones into cut and polished stones adds significant value to production and creates
employment.

Constraints of Developing Large-scale Mining: Development of large-scale mining requires access
to infrastructure such as a good road and/or rail network, power and availability of qualified
technical skills. Currently there is a serious shortage of technicians and craftsmen in the mining
industry due to restructuring and closure of training facilities following the privatization of the
mines. Unfortunately, the output of graduate mining engineers, geologists and metallurgists from
the University of Zambia and Copperbelt University has been declining. A recent survey by the
mining companies projects a serious shortage of these skills during the FNDP, which will impact
negatively on the development Plan;

Fluctuations in International Prices of Mineral Products: Copper and cobalt prices tend to fluctuate
beyond the control of the country. Any shifts in demand resulting in major decline in international
metal prices could impact negatively on the economy during the implementation of the Plan; and

The impact of HIV and AIDS: HIV and AIDS has been recognised as a constraint in the mining
sector, particularly the small-scale mining sub-sector, which entails long absence of workers from
their homes. In recognition of the impact of the pandemic, Government through the PRSP/TNDP,
facilitated the development of HIV and AIDS policy within the private sector. In addition,
preparations were initiated towards the development of an outreach programme for small-scale
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miners. It is envisaged that once completed, the programme will allow small-scale miners benefit
from the general strategies being undertaken by the Ministry of Health.

7.3 Policies and Key Reforms

Zambia’s current mining policy was adopted in 1995 to guide development in the sector. Efforts to
update the policy are underway in order to bring it in line with the changing mining environment. It is
expected that the revised policy will be adopted and implemented during the period of the FNDP.

The strategic focus for the mining sector during the FNDP will be to promote both large and small-scale
mining by strengthening the institutional framework support and improving the policy and regulatory
framework.

The FNDP recognizes large-scale mining as having an important role to play in the national economy
because it has the potential to:

a) Generate foreign exchange and other revenue to supplement the national budget and free resources
that can be allocated for poverty eradication;

b) Contribute to economic development through the provision of basic infrastructure and other social
services;

c) Facilitate skills and knowledge development in order to increase the stock of human capital; and

d) Facilitate the development of the service input sector, downstream processing and beneficiation
industries and centres of knowledge creation and innovation.

Small-scale mining has a greater potential in employment creation and poverty reduction than large-
scale mining. The sub-sector has the following potential:

a) Create employment, especially in rural areas where jobs are scarce;
b) Enable the exploitation of what would otherwise be uneconomic reserves; and
c) Provide for the creation of micro-industries in rural areas.

While promoting production, the Plan recognizes the important role of downstream processing of
mineral products. Efforts to integrate the copper mining sector into the Zambian economy by
encouraging value addition will be pursued by supporting manufacturing industries using copper and
other raw materials.

Furthermore, renewed initiatives to unblock the potential of gemstone mining by improving production,
marketing and value addition, which were identified under the PRSP and the TNDP, will be vigorously
pursued.

Equally important, the FNDP introduces measures to address the extreme case of gender imbalance
currently existing in the sector. However, the SADC benchmark of 30 percent women representation in
the sector may not be achieved during the Plan. The FNDP sets a target of 10 percent as being
realistically achievable.

In order to consolidate the gains that will be realized under this Plan, measures to mitigate the negative
impact of HIV and AIDS have been proposed for implementation.

Government recognises the need to put in place new policies and to review existing ones. To this effect,
Government intends to formulate a Mine Health and Safety Policy during the period of the FNDP to
ensure a safe and healthy working environment in the mines. The Government will also review all the
relevant regulations and pieces of legislation which include: the Mines and Minerals Act; Prescribed
Minerals and Materials Act; Mining Regulations; Explosives Act and Regulations; and the Guide to
Mining Regulations.
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In order for the Ministry of Mines and Mineral Development (MMMD) to fulfil its role of promoting
mining sector development, the following institutional reforms shall be undertaken under the FNDP:

a) Establishment of a Planning and Information Department;

b) Restructuring the Mine Safety Department;

¢) Commercialisation of some of the services of the Geological Survey Department, particularly the
gemmology and lapidary laboratory; analytical laboratory; geophysical services; minerals and ore
petrology; metallurgical laboratory; and detailed exploration of plots;

d) Inclusion in the policy of a mandatory requirement that mining corporations reinvest in the mining
areas as part of their corporate-social responsibility programmes; and

e) Inclusion of a legal framework and enforcement mechanism that underpins corporate social

responsibility.

Building up the capacity of the Ministry of Mines and Minerals Development will require rehabilitating
existing laboratories and acquiring modern equipment for the laboratories, recruiting qualified and
experienced personnel in mineral sciences and acquiring exploration equipment as well as field
vehicles.

6.4 Vision and Goals
The vision is: A vibrant, well-organised private sector-led mineral sector for sustainable wealth
creation.

The mining sector goal under FNDP is: To create a conducive, stable, predictable and competitive
policy, legal and regulatory framework that will attract and retain investment for the development of the
sector.

6.5 Programmes, Objectives and Strategies
The matrix below presents the planned programmes and their respective objectives and strategies for the
mining sector during FNDP.

Sector: Mining

Programmes Objectives Strategies
1 | Development of a) To attract corporate- | a) Continue to foster investor confidence;
Large-scale responsible investment for | b) Promote Institutional Capacity Building of the Ministry of
Mines the development of the Mines and Minerals Development (MMMD)
mining sector; c) Carry out Policies, Legal and Institutional Reforms
b) To increase long term | d) Plan, develop and rehabilitate infrastructure in the mining and
benefits of the mining potential areas;
sector by integrating the | ) Promote both local and foreign investment in the mining sector;
mining sector with the rest | f)  Streamline the administration of investor licenses and other
of the economy through related documents;
backward and forward | g) Promote downstream processing to add value prior to
linkages. exportation;
c¢) To promote research and | h) Develop technical human resource requirements for the sector;
development (R&D) inthe | i)  Promote R&D in the sector.
mining sector;
d) To ensure environmental
sustainability by  the
sector.

2 | Development of a) To revitalize and ensure | a) Strengthen the institutional framework support, i.e., the
Small-scale realization of the potential Geological Survey Department to provide affordable geological
Mining of the small-scale mining services; strengthen regional mining bureau to decentralize

sub-sector to contribute to MMMD functions ; strengthen the Department of Mines Safety;
economic  development | b) Increase the geological mapping of Zambia;
and poverty reduction c) Establish and operationalise Mining Cadastre and GIS systems
d) Improve access to capital and equipment;
e) Set up a skills training centre in order to provide skills and
knowledge in mine safety, valuation and grading, business
management and entrepreneurship skills and downstream
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processing of gemstones and other minerals;

f) Plan, develop and rehabilitate infrastructure such as roads,
clinics, schools, power supply, rail systems, etc in small-scale
mining areas;

g) Facilitate linkages for marketing of processed and rough
gemstones and other minerals.

h) Strengthen women’s and men’s organisations involved in
mining.

Geological a) To attract corporate- | a) Explore for energy minerals;

Mapping, responsible investment for | b) Conduct mineral exploration for gemstones, agriculture and

Mineral the development of the industrial minerals;

Exploration and mining sector c) Acquire and install digital map production line;

Resource Surveys d) Conduct high resolution magnetic airborne surveys;

e) Scale up geological mapping of Zambia.

Institutional a) To attract corporate- | a) Establish a Planning and Information Department;

Capacity responsible investment for | b)  Recruit human resource to fill vacant posts;

Strengthening of the development of the | c) Rehabilitate and upgrade laboratories to international standards;

the Ministry of mining sector; d) Procure capital goods and equipment.

Mines and b) To increase long term

Minerals benefits of the mining

Development sector by integrating the
mining sector with the rest
of the economy through
backward and forward
linkages.

HIV and AIDS a) To encourage positive | b) Advocate for non discrimination on account of HIV status;
behavioural change and | c) Institute deliberate measures against HIV and AIDS to equip,
promote institutional protect, care and support women and men working for the mines
practices that inhibit the and communities that depend on them.
spread of HIV and AIDS
in the sector;

Gender in the a) To mainstream gender in | a) Create of a conducive environment for women to participate in

Mining Sector

the mining sector

mining.

6.6 Implementation, Monitoring and Evaluation Framework

The programmes outlined in the Plan will be implemented by the Ministry through the annual work
plans. The programme implementation matrix includes activities phased over the Plan period. The
Ministry of Mines and Minerals Development in conjunction with the SAG, will institute monitoring
and evaluation mechanisms. Occasionally, the Ministry may set up stakeholder taskforces to evaluate
implementation effectiveness.

Implementation progress shall be measured mainly through monitoring performance in the following
key performance indicators:
Number of corporate social responsible large-scale mining companies in the sector;
Number of productive small-scale mines;
Value of receipts generated by the small-scale mining sub-sector;
Growth of the sector; and
Mining companies compliance with Safety Health and Environment regulations.

a)
b)
c)
d)
e)

During the FNDP, the setting up of a Planning Department at MMMD will be undertaken early.
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Communications and Meteorology

8.1 Introduction

Communications and meteorology play a vital role in the socio-economic development of a country.
Communications integrates society where people and resources are able to meet their potential.
Meteorology, on the other hand, safeguards life and property through promoting appropriate actions on
scientifically based warnings, predictions, and information on weather and climatic conditions.
Similarly, the Information and Communication Technology (ICT) sub-sector is gaining prominence
with the rapid technological advancements experienced worldwide since the 1990s.

8.2 Review of Past Performance
8.2.1 Meteorological Sub-Sector

The development of meteorological services in Zambia has been closely linked to the requirements of
air transport. In recent years, there has been a significant increase in the demand for weather and climate
data for environmental monitoring purposes and for tracking climate change and global warming. In
addition, meteorology has broadened its operations to cover other applications such as agriculture,
industry, construction, water resources management, environment and health.

Over the years, the sub-sector has provided climatic weather information to the key sectors of the
economy. Air transport, water transport, agriculture, industry, environment and natural resources, water,
energy and disaster management continue to depend on weather and climatic information for their
efficient operations. However, the sub-sector continues to experience numerous challenges. Major ones
include inadequate meteorological observing stations; poor meteorological observation and
telecommunications equipment; inadequate skilled personnel; inadequate funding; and lack of re-
capitalisation.

8.2.2 Communications

The ICT is one of the fastest growing industries in the world and is changing technologies, business
models, and work relations. It is widely and increasingly regarded as the fourth factor of production
after land, labour and capital. The Government has recognised this fact and focuses at three levels,
namely connectivity, capacity and content. Prior to the 1990s, the sub-sector only covered
communications in its traditional sense, which included telecommunications and postal services.
However, the convergence of technologies has changed the landscape of the communications industry
worldwide. Since the early 1990s, developments in telecommunications, information technology
(computer science) and broadcasting have improved and overlapped such that currently, the two have
converged through the Internet. The core sub-sectors are telecommunications, information technology,
broadcasting and multimedia.

Up to the mid-1990s, the telecommunications sub-sector in Zambia was characterised by one monopoly
firm, the Post and Telecommunications Corporation (PTC). The sub-sector was then liberalised in 1994
to encourage private sector participation in the provision of telecommunications and postal services.
PTC split into two public companies, the Zambia Postal Services Corporation (ZAMPOST) and the
Zambia Telecommunications Limited (ZAMTEL). The liberalisation of the telecommunications sub-
sector opened up opportunities for investment. The sub-sector has recorded increased local and foreign
investment since the liberalization programme started. Currently, there are three operators in the mobile
(cellular) segment, namely Celtel, MTN (formerly Telecel) and Cell Z (the mobile branch of
ZAMTEL). Significant investment has since occurred in the mobile communications segment through
the active roll out of equipment and services around the country.
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The mobile segment has recorded the largest growth in the sub-sector, estimated at 73 per cent between
2002 and 2003. The growth was attributed to pre-paid cellular service provision and the failure to meet
the demand for fixed land phone services. Other reasons for the growth were reduced costs of handsets
and SIM packs. The service providers in the mobile segment offer a variety of value-added services
which include internet based services. By December 2005, the total number of active mobile subscribers
on all the three networks stood at over 970,000 while the network coverage represented 80 percent of
the districts in the country. This has resulted in an exponential growth in the total national mobile
teledensity. The sub-sector has become competitive in the provision of services and the benefits of
competition can be seen through reduction in tariffs for services and innovative value-added services.

The internet segment has attracted more private sector participation compared to the mobile segment.
This is despite the fact that the former is much more dependent on the roll out of a national
telecommunications infrastructure. Since the enactment of the 1994 Telecommunications Act, several
Internet Service Providers (ISPs) have been registered and are operational. These are ZAMNET (which
is the pioneer in the provision of internet services in Zambia), Coppernet, ZAMTEL Online (a branch of
ZAMTEL), Uunet, Microlink, and Africonnect. These service providers offer both broadband and dial
up services. As at end December 2005, the total number of internet subscribers was 16,981 compared to
16,288 in the previous year. The number of users as opposed to subscribers is estimated at more than 20
times the number of subscribers (339,620).

8.3 Policies and Key Reforms

Since 1991, it has been the general policy of the Government to provide an enabling environment for
private sector participation in the provision of goods and services. Arising from this policy, a number of
sector policies and institutional reforms have been implemented in the communications and
meteorology sector. These are summarised below.

8.3.1 Meteorological Sub-Sector

The meteorological sub-sector has been operating without a policy and legal framework. This has
resulted in the lack of mandate for the sub-sector to operate effectively. To reverse this trend, the
Government has commenced the process of formulating both the policy and legal framework in order to
improve the provision of accurate weather forecasts and climate information to all sectors of the
economy. These processes shall be scaled up during the FNDP.

In the Meteorology sub-sector, the Department of Meteorology will be strengthened during the FNDP
period in order to continue producing timely, accurate, and reliable meteorological products. Capacity in
the private sector shall also be built up in order to supplement the efforts of the Department of
Meteorology.

8.3.2 Communications Sub-Sector

Prior to the liberalisation of the communications sub-sector in 1994, the major player in
telecommunications and postal services provision was the Posts and Telecommunications Corporation
(PTC). The enactment in 1994 of the Telecommunications Act and the Postal Services Act resulted in
the establishment of ZAMTEL and ZAMPOST respectively. The 1994 Telecommunications Act also
established the Communications Authority of Zambia as a regulator in the sub-sector and allowed for
competition, resulting in increased private sector participation. In addition, in 2005 a national
information and communications technology policy was put in place whose thrust was to integrate ICT
for sustainable national development and poverty reduction. The FNDP period shall strive to
operationalise the new ICT policy.

The Government recognises that the communications sub-sector, in general, is also affected by the legal
framework that is designed for the broadcasting sub-sector. In this regard, the Independent Broadcasting
Act of 2002 affected the entertainment sub-sector, particularly radio and television broadcasting.
Multimedia activities are, however, neither covered in the Telecommunications Act nor the Independent
Broadcasting Act. The postal sub-sector is also not regulated by the Communications Authority. In the
light of these realities, the Government shall institute legal reforms during the FNDP to address a
number of these and related issues that affect the ICT sub-sector in totality. The Ministry of
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Communications and Transport (MCT) has already started the reform process through the review of the
Telecommunications Act of 1994,

Similarly, the communications sub-sector is both regulated and unregulated at various points. The
Communications Authority regulates the telecommunications sub-sector. However, in view of the rapid
development in telecommunications and broadcasting technologies and the convergence of services and
markets in the two sub-sectors, the Government shall firmly and holistically deal with the regulatory
framework at both the legal and institutional levels. The MCT has already begun the process of
developing a ‘converged’ legal framework to address the issue of telecommunications and broadcasting
convergence. The convergence shall address the concerns of the broadcasting sub-sector, especially
with respect to the implementation of the Independent Broadcasting Act. In this regard, the Government
has approved the creation of the Department of Communications to handle ICT issues at policy level.

In order to successfully implement the programmes outlined above, the Government shall focus on the

following key areas:

a) Implementation of programmes will target telecommunications infrastructure, focusing primarily on
the development of the telecommunications infrastructure backbone at two levels, namely, i)
regional and international connectivity to make Zambia a hub for telecommunications, thus,
spurring other development activities, especially related to Foreign Direct Investment; and ii) a
national backbone to ensure connectivity of all provincial capitals through high capacity fibre,
microwave, and other such technologies. A secondary network to all districts in each province will
complement the backbone (primary network). The implementation of the national backbone will be
private sector led. There will also be the implementation of ‘last mile’ connections from district
centres to cover rural areas, targeting health centres, schools, and other community level strategic
settlements.

b) In the ICT services field and following the telecommunications infrastructure investments in (a)
above, the private sector shall be facilitated to take up the provision of a number of primary
services either in their individual capacities or through smart Public-Private-Partnership (PPP)
arrangements. The areas shall include:

i) Telephony services: The private sector shall be encouraged to invest in telephony services such
as GSM and fixed mobile;

ii) Radio and television services: ZNBC and other public and private sector institutions shall be
able to invest in radio and television coverage of the entire nation;

iii) Internet services: The private sector is currently the dominant player in this market. Further
expansion of internet, e-mail and other data services are expected to ‘ride’ on the
telecommunications network; and

iv) Multimedia and other content services: Information technology is about data, voice and video
(multimedia). The increase in uptake of these services is expected to facilitate further growth in
the IT sub-sector through products and services.

8.4 Vision and Goal
The vision is: A developed and well maintained meteorology and Information and Communications
Technology infrastructure and services for sustainable national development by 2030.

The goal is: To attain developed meteorological and information and communications technology
systems in order to enhance the contribution of the two sub-sectors to sustainable national economic
growth and improved quality of life.

8.5 Programmes, Objectives and Strategies

The programmes and their respective objectives and strategies for the communications and meteorology
sector during the FNDP are presented in the matrix below.

Fifth National Development Plan 2006 — 2010 72



Sector: Communications and Meteorology

No. | Programmes Objectives Strategies
1 | Policy, Legal To develop and monitor the a) Review, strengthen and implement monitoring mechanisms;
and implementation of b)  Strengthen rules and regulations for meteorology and
Institutional appropriate policies, legal information and communications sub-sectors;
Reforms and institutional frameworks | ¢) Develop and implement policy, legal and institutional
to foster the development of frameworks for the sector.
sustainable meteorology and
information and
communications sub-sectors
2 | Infrastructure | To promote public and a) Provide incentives for private sector participation;
Development private sector participation in | b) Encourage open tenders in the construction, installation and
the construction, installation maintenance of infrastructure and provision of services;
and maintenance of c) Build capacity in local contractors and consultants;
infrastructure and provision d) Build capacity of inspectorate sections in the sector;
of services in the e) Concession motor vehicle examination and testing functions
meteorological, information to the private sector;
and communications sub- f)  Develop and implement meteorological station
sectors in order to stimulate rehabilitation, maintenance and expansion;
economic growth in rural g) Install provincial and district fibre optic cables and connect
and urban areas to the African undersea fibre optic cable;
h)  Build rural community multi-purpose tele-centres.
3 | E-Government | To establish and maintainan | a) Undertake feasibility study to determine information,
and ICT integrated and effective software and hardware needs for all sectors of the economy;
Application information and b) Install Wide Area Network at central and local government
communications technology levels;
system for effective c) Install electronic collaboration and communication system
decision-making and for the Government;
dissemination of information | d) Develop ICT skills in government;
e) Conduct E-Government readiness assessment;
f)  Develop sector/Ministry ICT Policies;
g) Develop Websites and Intranet for government ministries
and agencies;
h)  Improve and upgrade communications infrastructure;
i) Improve connectivity.
4 | Human To effectively develop a) Conduct training needs assessments for the Meteorology and
Resource human resources for efficient ICT sub-sectors;
Development delivery of services in the b) Develop and upgrade local meteorology training
sector programmes;
c) Install and operationalise Performance Management
Systems;
d) Establish provincial ICT centres of excellence;
e) Facilitate teachers training in ICTs at all teacher training
colleges;
f)  Develop ICT curriculum and certification programmes in all
learning institutions;
g) Operationalise the Communications Department.
5 | Meteorological | To ensure safety and an a) Institute engineering safety within present and future
Information environmentally friendly arrangements in the sector;
and Services meteorology and information | b) Improve the reporting and analysis of data in the sector;
Development and communication c) Ensure the protection of lives through appropriate safety
technology system through measures;
education, engineering, and d) Institute effective law enforcement mechanisms;
enforcement e) Develop databases and Geographical Information Systems
(GIS) to support land, water resource management and
environmental monitoring.
6 ICT To promote a stable, fairand | a) Domesticate, harmonise and develop electronic commerce
Enterprise competitive investment laws;
Development climate that facilitates the b) Develop awareness programmes on the benefits of E-
development of Zambia as Commerce among the general public;
the hub for meteorology, c) Establish an ICT Enterprise Development Revolving Fund;
information and d) Promote access of youths, women and the disabled to ICT.

communications technology
in the region
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8.6 Implementation, Monitoring and Evaluation Framework

Various resources will be required by the communications and meteorology sector to successfully
implement the FNDP. With respect to the ICT sub-sector, the MCT shall be responsible for overall
policy formulation and monitoring of ICT.

There are many players involved in the information and communications sub-sector and an effort to
effectively harmonise their work shall be made. The key players include the Ministry of Information
and Broadcasting Services, which is responsible for regulating media and contents, and the Ministry of
Science, Technology and Vocational Training, which is in charge of policy formulation in the field of
science and technology in general. Basically, the role of the Government shall entail facilitation and
implementation; coordination and control; planning and policy making; regulation and monitoring;
development promotion; quality assurance and safety; and enforcement and revenue collection. The
Communications Authority is responsible for regulating the communications sub-sector. Its mandate,
however, does not cover postal services and multimedia services under the current law.

The private sector shall be facilitated to play a more critical role in the development of the ICT sector.
The delivery of quality ICT services and the provision to the customer of value-for-money shall be the
main responsibilities of the private sector. The Government shall remain committed to the provision of
an enabling environment to promote growth and the development and profitability of the ICT sub-
sector. The role of the private sector shall be as follows:
a) To make appropriate investments in the ICT sub-sector so as to stimulate economic growth;
b) To upgrade skills continuously in the work force by regularly providing training and
advanced ICT-related education;
c) To satisfy customer needs by providing quality products and services;
d) To develop and promote socially and environmentally friendly services;
e) To ensure that standards of the highest integrity are set by representative industry bodies
upon entry into the sector by both foreign and local investors; and
f) To ensure compliance with Government regulatory requirements.

The monitoring system will be based on a logical framework providing the basis for future planning,
implementation, monitoring and evaluation of programmes and activities. Performance indicators, for
the measurement of progress and success in planned implementation, are set out for each programme
component. The responsible sector advisory group will establish an adequate monitoring and
information system, which will enable the generation of relevant performance indicators. This will
consist of annual work plans, progress reports and specific monitoring forms, designed to collect
information on activity indicators of the programmes. The work plans will indicate the activities to be
undertaken to achieve targets. These will be developed at major implementation points such as districts,
provinces, national level and through other major units involved in the implementation of the
development of infrastructure. The work plans will be generated through the active participation of all
stakeholders; they will be prepared towards the end of the year and will serve as an implementation
guide. The work plans will specify the time schedule of activities to meet set implementation schedules.

SAG members at different implementation units will be responsible for the development of annual work
plans. The SAG will aggregate annual work plans from various sector members. These plans will also
include all monitoring and evaluation activities to be undertaken by the sector. The plans will also
outline outputs/inputs on activities and targets to be achieved. Once the plans are developed, they will
be sent to the responsible institutions.

Implementation units will be required to keep a minimum set of data and information as part of the
Management Information System (MIS). This will provide the SAG with information on performance,
in relation to the achievement of targets and assist in making informed and timely decisions on matters
affecting the smooth implementation of the programmes. Progress reports will provide feedback to
supervisors on the progress of implementation of programmes based on the comparison of output/input
activity targets with actual achievements. They will also highlight any problems that require
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management attention. Thus, prompt submission of progress reports is very important for taking timely
decisions.

The proposed interventions are expected to generate positive impact on the key indicators of the sector.
Impact monitoring will be based on data and information generated from the baseline surveys and
follow-up surveys, such as annual performance analyses, mid-term reviews and final sector performance
analysis. This will enable stakeholders to determine if the Plan is going in the right direction. The full
evaluation will be undertaken in the last year of the implementation of the FNDP.
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Infrastructure

9.1 Introduction

Infrastructure plays a crucial role in the country’s socio-economic recovery programme aimed at improving
the well being of the Zambian people. Since 1991 it has been the general policy of the Government to
provide an enabling environment for active private sector participation in the direct provision of goods and
services. Accordingly, the infrastructure sector is required to play mainly a facilitative role in the provision
of socio-economic infrastructural and other services aimed at stimulating socio-economic growth,
particularly in the identified four main economic growth sectors of agriculture, tourism, mining and
manufacturing.

In this chapter, infrastructure covers among others the following:

a) Transport infrastructure, including roads, railways, bridges, airports and aerodromes and inland
waterways;

b) Building infrastructure, covering office and residential accommodation, schools, health centres, sports
complexes, museums, heritage sites, courts and prisons; and

c) Dams used for agriculture related economic activities.

Transport infrastructure plays an important role as a catalyst in economic development by integrating
society where people and resources are able to move to achieve their full potential. Large deposits of
mineral wealth are of no economic value if they cannot be shipped to the market just like huge agricultural
potential areas cannot be exploited if they are inaccessible. Agricultural produce also requires outlets to the
market. Tourism is a growing industry in Zambia whose growth and prosperity will depend on how
accessible tourist resorts are to leisure seekers. Transport also provides mobility and improves the quality of
life for communities by providing access to education and health amenities and expanding options for work.
Being a landlocked country, Zambia’s economic survival depends mainly on the transport system for the
movement of its exports and imports. Despite Zambia being a land locked country, it is a natural transport
and communication hub which should be taken advantage of. The Government recognizes the importance of
transport in facilitating economic growth, poverty reduction, and employment creation, hence the emphasis
it placed on transport in the PRSP/TNDP.

The challenges that face the infrastructure sector in Zambia include excessive transport costs; high cost of
building materials; expensive construction equipment; limited local contracting and consulting capacity; and
unfavourable competition between local and foreign contractors. From the First through to the Fourth
National Development Plans, the Government’s focus in the transport sub-sector was to develop transport
infrastructure throughout the country in order to link all provincial and district centres and inaccessible areas
by other modes of transport. Moreover, it has also been the desire of the Government to open alternative
railway routes and other modes of transport to the sea as follows:
a) Chipata/Mchinji Railway, with possibilities of linking with the Zambia Railways or the
Tanzania-Zambia Railway Authority system;
b) Tazara/Mpulungu link;
c) Kafue/Zawi in Zimbabwe, to provide the country’s shortest railway link to the sea through the
Port of Beira;
d) Railway links with Angola, Botswana and Namibia; and
e) Lusaka/Luangwa Bridge/Zumbo to link with the Mozambique Railway system.

Concerning building infrastructure, the Government had 20,000 housing units in the districts throughout the
country before 1996. These pool houses were sold to sitting tenants, leaving only three VIP houses in
provincial and districts centres and one VIP house in outlying districts for District Commissioners. With this
scenario, the Government has been finding it difficult to recruit and retain qualified personnel. Nonetheless,
the Government still has an obligation to provide affordable office and housing units to its employees. The
Government has been spending huge sums of money on rental/housing allowances for its employees. This
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has led to the Government’s failure to implement its programmes in districts where it has no offices and
houses.

There will be no economic development in Zambia without improvement of infrastructure in the outlying
areas of the country since the country will mainly depend on agriculture, mining and tourism industries to
improve its economy. Therefore, there is need for the Government to construct roads, office blocks and
houses in most districts.

9.2 Review of Past Performance

In order to stimulate growth in the productive sectors, the Government’s focus since 2000 has targeted
public infrastructure programmes, such as the construction and rehabilitation of airports, dams, border
infrastructure, canals, trunk, main, district, urban feeder and access roads to agricultural, manufacturing,
mining and tourist areas. As a result, the construction sub-sector grew from 11.5 percent in 2001 to 21.6
percent in 2003. It declined in 2004 to 14.6 percent and increased to 19.9 percent in 2005. This positive
development was attributed to continued expansion in the Government’s road maintenance and construction
activities, development of prime new commercial real estate, such as the Arcades in Lusaka and the
Presidential Housing Initiative (PHI). The development of such infrastructure, in addition to stimulating
growth in the productive sectors, was intended to improve and integrate rural communities through easier
access and better communication links. It was also intended to offer rural people self-employment and
income generating opportunities, such as road construction jobs and a wider market for their goods/crops
and services and in the process create wealth. The contribution of transport and construction to the GDP
during the period 1999 to 2005 is given in Table 9.1.

Table 9.1: Contribution of Transport and Construction Sub-Sectors to GDP at Constant 1994 Prices,
1999-2005 (K Billion)

Sub-Sector 1999 2000 2001 2002 2003 2004 2005
Rail transport 10.0 10.0 111 11.8 10.8 10.7 10.0
Road transport 75.4 76.8 773 783 81.9 85.3 89.2
Air transport 26.2 27.8 30.8 282 29.3 34.6 42.0
Construction 116.0 123.6 137.8 161.8 196.8 237.1 284.3
TOTAL 221.6 238.2 257.0 280.0 318.8 367.7 425.5
Percent contribution to GDP 9.4 9.5 9.8 10.3 11.2 12.2 135

Source: Central Statistical Office

9.2.1 Transport Systems

9.2.1.1. Road Transport

The goals of the road infrastructure sub-sector during the First Phase of the Road Sector Investment

Programme (1997 to 2002), under the PRSP/ TNDP were as follows:

a) Expand, rehabilitate and invest in the road sub-sector in order to improve accessibility and mobility, and
bring a core road network of 33,500 km up to maintainable condition;

b) Rehabilitate paved and unpaved roads and bring road conditions to at least 50 percent good, and 10
percent poor for all types of roads;

c) Maintain paved and unpaved roads, including feeder roads;

d) Replace pontoons with bridges, and rehabilitate and construct bridges, including footbridges;

e) Promote intermediate means of transport;

f)  Build institutional and managerial capacity in the management of roads; and

g) Create 30,000 new jobs in road maintenance.

Table 9.2 gives an overview of disbursements for roads against annual work plans. As can be seen in the
Table, overall funding for road projects compared to planned work is less than 50 percent, implying that
there is a lot of carry over. The Table further shows the very high external resource component in
disbursements over the 2000 to 2005 period.
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Table 9.2: Disbursements for Roads 2000-2005 (US $ million)

Funding Source 2000 | 2001 | 2002 | 2003 | 2004 | 2005*
Road Fund 8.16 12.68 9.75 10.37 16.21 24.52
GRZ Direct Funding 2554 | 3201 | 2282 9.37 | 25.00 | 25.11
Donor Funding 23.09 | 2545 | 2404 | 46.10 | 1845 | 18091
WB-IDA Credit 23.37 10.87 4.35 5.50 11.61 5.27
Total 80.16 81.01 60.96 71.34 71.27 73.81
Annual Work Plan 120.70 | 168.78 | 188.62 | 211.52 | 196.90 | 198.58
Percent achievement 66 48 32 33 36 37

Source: Annual Report 2004, National Road Fund Agency / National Road Fund Agency annual work plan 2006

As shown in Table 9.3, un-remitted collections from the fuel levy in 2000 were 36.2 percent of the total
collections; this rose to 59 percent in 2003.

Table 9.3: Fuel Levy Collections and Remittances, 2000-2005

Year Collections Remittances Unremitted Unremitted
K’ billion K’ billion K’ billion percent

2000 35.6 22.6 12.9 36.2
2001 55.4 337 217 39.2
2002 90.3 45.7 44.5 493
2003 96.1 42.9 55.3 56.3
2004 1215 1215 0 0
2005 1735 163.4 10.1 0.06

Source: Annual Report 2005, National Roads Board

The condition of roads is generally bad. At the end of 2004 the percentage of trunk, main, and district paved
roads in good condition was 56 to 57 percent while the percentage of paved roads in fair condition reduced
from 27 to 22 percent. Paved roads in poor condition increased from 17 to 21 percent. The drop in the rating
of fair condition to poor condition was caused by inadequate periodic maintenance works undertaken to
prevent roads deteriorating. During 2004, performance with respect to urban, trunk, main, and district roads
exceeded the target while the rehabilitation of feeder roads was far short of the target, largely due to erratic
funding from the Government and inadequate capacity of local authorities to execute the rehabilitation
works.

9.2.1.2 Rail Infrastructure

During the PRSP/TNDP period the following were the focus of the Government in the railway sub-sector:

a) Ensure rehabilitation and preservation of investment and continuous improvement of railway
infrastructure;

b) Improve railway efficiency through concessioning to the private sector;

c) Make arrangements for new railway connections to areas that will come into new economic production,
especially large-scale mining;

d) Promote and enhance complementarity between roads and rail transport networks such as Chipata
/Mchinji, Chipata /Kasama /Mpulungu, Chingola /Solwezi /Lumwana, Benguela / Mulobezi/Namibia
and Kafue/Zawi (lion’s den)/Beira in order to realise the hub concept in the regional setting;

e) Evaluate and implement extension of the railway network, such as the Chipata/Mchinji link and the
Kasama/Mpulungu link as part of the railway network development strategy; and

f) Provide capacity building in the Government to develop supportive regulatory and investor-friendly
legislation, and monitor compliance.

The amount of cargo carried by Zambia Railways during the period under review increased while the
number of passengers declined. TAZARA, on the other hand, experienced decline in both freight and
passengers carried. The increase in cargo transported by Zambia Railways was due to improved
performance after the restructuring of the railways and increased economic activity in the mining sector,
which provides the bulk of traffic to the railways sub-sector. TAZARA performance was dismal due to
serious operational constraints such as shortage of motive power and rolling stock.
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With regard to passengers, both Zambia Railways and TAZARA carried lower numbers due to a host of
reasons that included patronage having shifted to road transport because of the superior quality of service
offered by road passenger transporters. In order to revitalise the railways, the Government concessioned
Zambia Railways Limited to Rail Systems of Zambia in December 2002 while the privatisation of
TAZARA is under study.

9.2.1.3 Air Transport and Navigation

Air transport is the most important mode of transport in Zambia’s efforts to promote tourism. The mode is
very convenient, especially for international tourists. Since the liquidation of Zambia Airways in 1994, the
industry has been predominantly in private hands but none of the existing carriers has been designated the
status of a national or flag carrier. The void, left by Zambia Airways on regional and international routes,
has been filled by foreign airlines. In 2003, the Government commissioned a study to determine the mode of
establishing a private sector driven flag carrier. Recommendations of the study will be assessed and
implemented during the plan period.

Livingstone Airport was rehabilitated and upgraded by modernizing the terminal building and ground
handling facilities. Lusaka International Airport had its airfield lighting system rehabilitated. Rehabilitation
works were also undertaken at Kitwe South Downs and Chipata Airports. Emergency repairs were
undertaken at Mongu and Solwezi airports. Further, new air navigation equipment was installed at airports
Ndola, Lusaka, Mfuwe and Mongu. Finally, communications equipment was upgraded at Ndola, Mongu
and Lusaka airports.

In physical terms, both aircraft movements and passengers carried at the four international airports increased
over the 2000 to 2004 period, as illustrated in Table 9.4.

Table 9.4: Aircraft Movements (Domestic and International), 2001-2004

Airport

2001

2002

2003

2004

Lusaka
Ndola
Livingstone

Mfuwe

7,825
2,934
1,617
1,429

9,272
2,172
2,890
1310

10,241
2,706
2,382

931

9,507
2,834
3,076
2,048

Total

13,705

17,646

16,260

17,466

Source: Economic Report 2004, Ministry of Finance and National Planning

9.2.1.4 Waterways Transport

Water transport is the cheapest mode of transport because of low infrastructure development and
maintenance costs. Zambia has an estimated network of 2,433 km of canals and waterways and these are
found in: Lake Tanganyika, Lake Kariba, Lake Bangweulu, Lake Mweru, Upper and Lower Zambezi,
Kafue River, Luapula River and Bangweulu, Mweru and Lukanga Swamps. Water transport, despite its
inherent advantage of being the cheapest mode, is not fully developed to realize its potential for a number of
reasons that include lack of equipment to dredge canals and waterways; lack of handling equipment at
harbours; and lack of technical expertise to manage the sub-sector. The sub-sector will be reformed during
the Plan period.

9.2.1.5 Urban Transport

Urban areas in Zambia continue to be centres of high economic and social activities attracting higher

population, urban sprawl, and high demand for transport services and facilities among others. Some notable

characteristics of the big cities, such as Lusaka, include the following:

a) Vehicle congestion is already severe in certain parts of the Central Business District (CBD) and major
roads leading into the CBD;

b) Inadequate facilities for pedestrians;

c) Long-term parking spaces for motor vehicles are very limited resulting in vehicles parking on the
roadway hence adversely affecting smooth flow of traffic;

d) Lack of by-passes to enable through traffic to avoid congested roads in the CBD; and

e) Road network is the dominant infrastructure in urban areas although a rail network exists in Lusaka,
which was used for a light rail passenger service; there is also an inter-mine town rail network on the
Copperbelt, which could be used to operate a light transit rail transport system.
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Urban transport infrastructure was not a priority in the PRSP/TNDP. As a result, most of the 5,500 km of
urban roads have defects such as potholes, patches, cracks, edge failures and loss of gravel.

In Lusaka, the commuter railway network, which used to complement the road network, has been disused
since the closure of the Njanji Commuter Service operations.

9.2.1.6. Corridor Development

Trade enhances development and can foster growth. Therefore, improvement of trade routes for regional
and international trade is an important issue. Adverse transport costs can have an impact on trade efficiency
if they are not addressed. According to UNCTAD studies, 11.5 percent of the total value of imports is
transport related in Africa compared to 6.7 percent for North America and 7.2 percent in Asia. Transport
costs in Southern African countries are at 12.7 percent, which is above the Africa average. On exports,
many countries in Southern Africa spend 20 percent of their earnings on transport related costs; Zambia
spends 17.1 percent.

In order to make Zambia’s commaodities more competitive on the regional and international markets and to
mitigate against such challenges as distance from the major markets and being landlocked, the development
of transport infrastructure is critical. For landlocked countries like Zambia, the development of transport
infrastructure centred on corridor development is more plausible. It is for the above reason that the country
is fully committed to the regional approach to infrastructure development under the Regional Economic
Communities (RECs), such as SADC, COMESA, and the New Partnership for Africa’s Development
(NEPAD). Zambia is centrally located, which means it is the hinterland and transit point of many corridors
to the sea. The main ones are:

a) Beira Corridor: The corridor stretches from Beira in Mozambique via Zimbabwe and Zambia to
Lubumbashi in the Democratic Republic of Congo (DRC). The corridor is traversed by road with a total
length of 1,580 km and by rail with a distance of 2,557 km;

b) Nacala Corridor: The corridor stretches from the Port of Nacala in Mozambique via Malawi to Lusaka
in Zambia. Nacala can be accessed by road from Lusaka, a distance of 1,774 km and by road/rail
combination measuring 604 km of road and 1140 km of rail,

c) Durban Corridor: The corridor consists of road, rail and road/rail combination of network from Durban
in South Africa via Zimbabwe, Botswana and Zambia to the DRC border. The length of the road via
Beit Bridge to DRC is 2,611 km while the length of the road to Lusaka via Plumtree is 2,524 km The
length of the rail route via Plumtree to DRC is 2,510 km while the road/rail combination is 304 km road
and 2,227 km rail;

d) Dar-es-Salaam Corridor: The corridor stretches from Dar-es-Salaam in Tanzania to Harare in
Zimbabwe via Lusaka. The distance by road is 2,491 km, while by road/rail combination, it is 304 km
for the road and 2,176 km rail;

e) Walvis Bay Corridor: This corridor stretches from Walvis Bay in Namibia via Katima Mulilo in Zambia
to Bujumbura in Burundi. The road/water combination is 3,151 km road and 65 km water;

f)  Mpulungu (Great Lakes) Corridor: The Mpulungu corridor services Lusaka and Malawi via Chipata to
Mpulungu and the Great Lakes Region. The distance between Lusaka and Kigali in Rwanda is 1,390
km by road and 650 km by water; and

g) Mtwara and Lobito: The stretch of roads of regional importance under the jurisdiction of Zambia is
Livingstone-Ndola, Lusaka-Chipata, Lusaka-Chirundu, Kapiri Mposhi-Nakonde and Sesheke-
Livingstone, while the entire railway network is part of the regional connectivity.

9.2.2 Building and Construction

Until the policy to sell houses to sitting tenants, central and local governments were involved in construction
of residential houses. Other institutions engaged in the construction of houses were the Zambia National
Building Society, National Housing Authority, ZIMCO Properties, Indeco Estates, private developers,
individuals, and the Presidential Housing Initiative. Recently, ZIMCO Properties and Indeco Estates were
transferred to the Ministry of Local Government and Housing as part of policy rationalization.

Funding for housing projects was uncoordinated and characterized by the existence of several Government
institutions involved in the construction of houses, namely, Ministry of Works and Supply; Ministry of
Local Government and Housing; Ministry of Defence; Ministry of Education; National Housing Authority;
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and Zambia National Building Society. This also resulted in uncoordinated work and parallel funding.
During the 2001 to 2005 period, the sub-sector undertook many projects particularly in terms of the
construction of vital infrastructure that included markets, bus stations, office buildings, bridges and dams.

9.3 Policies and Key Reforms

The Government adopted the Construction Industry Policy in 1995 and constituted the National Council for
Construction (NCC) through the NCC Act of 2003. As a statutory body, NCC registers and regulates all
contractors and consultants in the construction sub-sector and enforce construction standards.

The Transport Policy of 2002 instituted the Road Development Agency (RDA) under the Ministry of Works
and Supply through the Public Roads Act No. 12 of 2002. The RDA manages all roads in Zambia. The
Agency is the overall Authority in the development of an integrated programme in the road sub-sector. The
National Road Fund Agency (NRFA) manages and administers the Road Fund. In addition, it mobilises
funds from various sources into a single basket for use in the roads sub-sector as stipulated in the National
Roads Fund Act No. 13 of 2002. Road traffic and safety management are the responsibility of the Roads
Transport and Safety Agency (RATSA) as provided for in Act No. 11 of 2002.

The Ministry of Works and Supply will continue with the review and development of an appropriate policy
and legal framework in order to promote public-private partnerships in the construction and maintenance of
public infrastructure. This will call for the establishment and maintenance of a comprehensive Information
Management System on the operations of the sector to enhance decision-making and information provision
to clients and stakeholders. Furthermore, the FNDP implementation will take on board the concerns of
provinces and districts as expressed in the regional plans. This will be in conformity with the 2002
Decentralisation Policy that seeks to devolve power to the lower levels.

In the light of the above and in order for the infrastructure sector to contribute meaningfully to the growth of
the economy, poverty reduction and employment creation, the following challenges shall be addressed
during the FNDP period:

a) Poor State of Infrastructure: The condition of most government buildings, such as schools, health
centres and offices, and transport infrastructure is poor mainly due to many years of maintenance
neglect and failure to meet set targets. The FNDP shall pay particular attention to infrastructure
development and rehabilitation;

b) Poor Funding for Infrastructure: Funding for maintenance and rehabilitation of infrastructure has been
erratic, inadequate and uncoordinated resulting in delays in the completion of projects, non-execution of
works and duplication of work. Sufficient resources shall be earmarked for the maintenance and
rehabilitation of infrastructure. Public-private partnerships shall be explored and fully exploited. The
role of cooperating partners in infrastructure maintenance and rehabilitation shall be effectively
coordinated and harmonised with the FNDP priorities;

c) Slow Pace of Sector Restructuring: Reforms in the sector, especially in civil aviation and water
transport, are progressing at a slow pace. As a result, the sub-sectors cannot enjoy the benefits of good
management associated with restructuring. In this regard, the Government shall accelerate the process
of restructuring the civil aviation and water transport sub-sectors to maximise their contribution to
national development, in general, and poverty reduction, in particular;

d) Low Private Sector Participation: The desire of the Government is to involve the private sector in the
development and operation of infrastructure. Whereas significant progress has been made in the railway
and building construction sub-sectors, the participation of the private sector in road infrastructure
development and operation has been low or non-existent. During the FNDP, the Government shall
explore all avenues that would open up opportunities for fuller involvement of the private sector,
particularly in road, air and water infrastructure;

e) Lack of Capacity to Undertake Works: There is lack of capacity by local companies to undertake major
infrastructure programmes due to their lack of equipment and finances. Although there is a deliberate
policy by the Government to provide funds to build and strengthen local contractors, through packaging
of contracts to assist build local capacity and giving preference to local contractors in the award of jobs,
progress in building the required capacity has been slow. In this regard, the Government shall review
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9

h)

the experience thus far and embark on further efforts to empower indigenous companies to fully
participate in infrastructure development;

HIV and AIDS Mainstreaming: The HIV and AIDS pandemic has not spared the transport sub-sector
more so that personnel in the sub-sector are engaged in many assignments outside their stations for long
periods. The Government shall enhance its efforts in addressing the challenges of HIV and AIDS
infection that are brought about by the nature of the transport sub-sector;

Gender Mainstreaming: Women, especially in rural areas, undertake most of the domestic chores, such
as collecting firewood, collecting water and taking produce to the market on foot. Because of the time
and energy spent on undertaking these tasks, less time is available for them to undertake other economic
activities as mitigation against poverty. The participation of women in the ongoing road rehabilitation
programme is also marginal. The special needs of women in infrastructure development shall be
explored and their inputs mainstreamed into the sub-sector in a more proactive and beneficial manner;

Vandalism: Vandalism is now a widespread problem in Zambia. Railway tracks, airport infrastructure,
bridges and road signs have been targets of vandals who supply the wares to scrap metal dealers and
blacksmiths. The Government shall enhance its efforts in bringing awareness to local communities in
addressing vandals in conjunction with law enforcement institutions; and

Lack of Clear Policy in HousingC onstruction: The current institutional arrangements in the housing
sub-sector are fragmented and characterized by a lack of clearly defined roles and lines of
accountability. Several government ministries, parastatals, private developers and individuals have each
prominent roles to play in the sub-sector. The Government shall address the challenges of its housing
policy during the FNDP and define clearly the respective roles of various players in this sub-sector and
how best they could be coordinated. The 1996 housing policy shall be reviewed in line with the current
challenges. An implementation plan shall also be developed to operationalise the revised housing

policy.

9.4 Vision and Goal
The vision is: Developed and well maintained quality socio-economic infrastructure for sustainable
national development by 2030.

The goal is: To enhance delivery of public infrastructure and achieve increased adherence to set standards
and regulations on construction and maintenance in order to contribute effectively to national development.

9.5 Programmes, Objectives and Strategies
The matrix below presents the FNDP programmes and their respective objectives and strategies for the
infrastructure sector.

Sector: Infrastructure
No. Programmes Objectives Strategies

1 Development and To develop and implement | a) Develop and implement mechanisms for development

Implementation of | an appropriate policy and review of policies and legislation;
Public Private framework in order to | b) Develop and implement mechanisms for monitoring
Partnership Policy | facilitate effective private the implementation of Public Private Partnerships
sector participation in the (PPPs);
construction and | c) Develop and implement private sector financing
maintenance  of  public under build operate and transfer (BOT).
infrastructure

2 Public To effectively manage public | a)  Ascertain the current state of public infrastructure;
Infrastructure infrastructure in order to | b) Develop and implement mechanisms for maintenance
Management ensure accountability, of public infrastructure;

serviceability and prolonged | ¢) Develop and implement mechanisms for rehabilitation
life span of public infrastructure;
d) Devise mechanisms to protect public infrastructure.

3 Infrastructure To provide and maintain | a) Facilitate the construction of sports complexes,
Development sports complexes, museums museums, heritage sites, and new office and
(Buildings) and heritage sites, and office residential buildings;

and residential | b) Develop and implement a system for allocating office
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Sector: Infrastructure

No. Programmes Objectives Strategies
accommodation in order to and residential accommodation to government
facilitate ~ operations  of institutions and employees;
Government and  other | c) Develop and implement a  comprehensive
stakeholders maintenance programme for residential and office
accommodation;
d) Develop border facilities.
4 Road To facilitate the construction | a) Develop a plan for the development of road
Infrastructure of road infrastructure, set infrastructure;
Development standards and contribute to | b) Provide technical information and specifications to
national development contractors and consultants;

c) Effectively collaborate with professional bodies on
the development and enforcement of quality
standards;

d) Provide technical advice on public works to
government institutions and the construction industry;

e) Strengthen the mechanism for registration of
contractors and consultants;

f) Develop training programmes for small-scale
contractors and technicians.

Q)

5 Airport To facilitate the construction | a) Develop a plan for development of airport
Infrastructure of airport infrastructure, set infrastructure;
Development standards and contribute to | b) Provide technical information and specifications to
national development contractors and consultants;

c) Effectively collaborate with professional bodies on
the development and enforcement of quality
standards;

d) Provide technical advice on public works to
government institutions and the construction industry;

e) Strengthen the mechanism for registration of
contractors and consultants;

f) Develop training programmes for small-scale
contractors and technicians

6 Rail Infrastructure | To facilitate the construction | a) Develop a plan for development of railway
Development of rail infrastructure, set infrastructure;
standards and contribute to | b) Provide technical information and specifications to
national development contractors and consultants;

c) Effectively collaborate with professional bodies on
the development and enforcement of quality
standards;

d) Provide technical advice on public works to
government institutions and the construction industry;

e) Strengthen the mechanism for registration of
contractors and consultants;

f) Develop training programmes for small-scale
contractors and technicians.

7 Water Transport | To facilitate the construction | a) Develop a plan for development of water transport
Infrastructure of water infrastructure, set infrastructure;
Development standards and contribute to | b) Provide technical information and specifications to
national development contractors and consultants;

c) Effectively collaborate with professional bodies on
the development and enforcement of quality
standards;

d) Provide technical advice on public works to
government institutions and the construction industry;

e) Strengthen the procedures for registration of
contractors and consultants;

f) Develop training programmes for small-scale
contractors and technicians.

8 Infrastructure To coordinate infrastructure | @) Develop a five-year infrastructure master plan by
Planning and planning and the monitoring 2010;
Monitoring of programmes and projects | b) Develop a monitoring and evaluation instrument;
in order to ensure their | ¢) Conduct management meetings;
effective implementation d) Undertake progress review meetings quarterly.
9 Information To establish and maintain a | a) Establish, operationalise and maintain comprehensive
Management comprehensive Information information management systems;
System Management System (IMS) | b) Develop and implement a system linking stakeholder

on the operations of the

departments, provinces and institutions through Wide
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Sector: Infrastructure
No. Programmes Objectives Strategies
infrastructure sector in order Area Network (WAN);
to enhance decision-making | ¢) Develop and implement a network system linking
and information provision to stakeholder ministries and institutions through WAN;
end users d) Establish and operationalise a database on public
infrastructure.

9.6 Implementation, Monitoring and Evaluation Framework

At implementation level, firstly annual work plans will facilitate effective implementation and execution of
service delivery. The annual work plans will detail the actual activities to be carried out in a particular year
with their specific timeframes and estimates of the quantity and type of resources required. Secondly, the
activities and their associated resource requirements in the annual work plans will be costed for each
particular year and incorporated into the annual budgeting system. The implementation of the Plan will need
to be constantly monitored and evaluated, and performance reports on the various aspects of the
implementation process shall be prepared and discussed annually to form the basis for the next course of
action. The performance reports will serve as input into the following round of annual budgets.

The monitoring system will consist of annual work plans, progress reports, and specific monitoring forms,
designed to collect information on activity indicators of the programmes. The work plans will indicate the
activities to be undertaken each year and their targets. These will be developed at major implementation
points such as districts, provinces, national level, and in other major units involved in the implementation of
the development of infrastructure. The work plans will be generated through the active participation of all
stakeholders and prepared towards the end of the year and will serve as an implementation guide. The SAG
members at different implementation units will be responsible for the development of annual work plans
which will be supervised by the Planning and Monitoring Department of the Ministry of Works and Supply.

The SAG will develop consolidated annual work plans by aggregating annual work plans from various
sector members. This Plan will also include all monitoring and evaluation activities to be undertaken by the
sector. The Plan will outline outputs/inputs on activities and targets to be achieved. Implementation units
will be required to keep a minimum set of data and information as part of the Management Information
System (MIS). This will provide the Infrastructure SAG with information on performance, in relation to
implementation of targets and assist in making informed timely decisions on matters affecting the smooth
implementation of the infrastructure sector programmes. The progress reports will provide feedback to
supervisors on the progress of implementation of programmes based on the comparison of output/input
activity targets with actual achievements. They will also highlight any problems that require management
attention. In this respect institutions will be encouraged to submit progress reports timely.

Monthly reports will be used for internal management and will highlight progress made in achieving
expected outputs and inputs for activities in the Plan and the desired impact. Using monthly reports, four
quarterly reports per year will be prepared by the Infrastructure SAG in liaison with implementing agencies,
to review activities implemented during the quarter and to analyse achievements and constraints. Annual
reports will be coordinated and compiled by the responsible institution and will analyse the implementation
process in relation to targets and review activities implemented, and achievements and constraints
experienced. A mid-term review of the planned activities shall be undertaken in mid-2008. The full
evaluation will be undertaken in the last year of the implementation of the Plan.
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10

Natural Resources

10.1 Introduction

This chapter focuses only on those natural resources whose management responsibility falls directly under
the portfolio of the Ministry of Tourism, Environment and Natural Resources (MTENR). These include
wildlife, forestry, national heritage, and wetlands. However, linkage is made to other resources such as
land, water, fisheries, minerals and energy whose mandates fall under other ministries, but whose
management influences wildlife, forests, wetlands and the national natural heritage in general.

Zambia boasts of rich and abundant natural resources. These resources include minerals, such as base
metals (copper, zinc, lead), precious metals (emeralds, amethyst, aquamarine, garnets, and citrines),
industrial minerals (iron) and energy producing minerals (coal). Other resources that Zambia also has in
abundance include land, water resources (both ground and surface water), and an impressive network of
wetlands, plentiful wildlife, and fish resources, extensive forestry resources and a unique and wide range
of national heritage, all within a favourable sub-tropical climatic regime. The total land surface area, for
instance, is relatively vast (752,000 square. km) and the physical landscape is still of quality and pristine,
characterized by fascinating and varied land systems and soil types. Total suitable land for agriculture is
estimated to be about 58 percent of Zambia’s total land surface, and only 14 percent of this is utilized.
According to Zambia’s geomorphic legend, the country could be divided into three broad regions, namely
the hilly areas, the plateau areas and the valley regions.

Zambia’s climate is one of the most pleasant and finest in sub-Saharan Africa. The average temperatures
are relatively warm, between 20 and 24 degrees centigrade, and annual rainfall is over 900 mm, way
above the sub-regional average. The climate has three distinct seasons: the warm-rainy season (November
to April), the cool-dry season (May to July), and the hot-dry season (August to October). The country is
also endowed with abundant ground and surface water resources covering about 6 percent of the country.
Zambia contains about 35 percent of the Southern African region’s ground water resources, with 14
percent of Zambia’s land under wetlands.

With regard to biological resources, Zambia has a valuable and rich diversity of biological resources.
Forest resources, comprising about 60 percent of the country, have an estimated 1,755 to 3,652 million
cubic metres of woody biomass. There is also a variety of ecosystems with over 3,000 different species.
These occur in three main biomes, each with distinctive floral characteristics. These biomes include
forests, woodlands and grasslands. Over 40 percent of the species comprise shrubs and plants, much of
which is savannah under the Miombo woodland. Out of the total number of species, 211 are endemic to
Zambia, and 14 species are on the Red Data List and protected. To maintain biodiversity and support
forest production, Zambia has set aside 9.64 percent as protected forests (reserves) throughout the
country, and 60,000 ha of plantation forestry respectively on the Copperbelt and in other provinces.

Wildlife resources range from birds and reptiles to mammals. There are about 733 bird species (76 rare or
endangered), 150 species of reptiles and 224 species of mammals (16 domesticated). Under the wildlife
statutes, 25 species of mammals, 36 species of birds and 4 species of reptiles have international
significance and are protected. In terms of area extent, wildlife protected areas occupy about 40 percent of
the country’s land surface area. This gives Zambia one of the largest wildlife estates in the sub-region.
There is also scope for development of private wildlife estates, as there is availability of land in
communal (open) areas. In addition, there are about 404 species of fish (204 endemic), and a few
protected areas as fish breeding sites. There are also over 3,000 sites of outstanding natural and cultural
heritage with great diversity of attractions and unique selling features that have been identified in the
Zambian landscape, including the Victoria Falls.

10.2 Review of Past Performance
Rapid increases in the population combined with over-exploitation of resources have threatened the
resource base and in turn the lives of the people. The growing population implies that the number of
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people who exploit natural resources as a means of sustaining themselves will also increase. In addition,
the population density in some localities is extremely high, largely as a result of urbanization and
immigration. These factors have combined to exert pressure not only on social and economic services, but
also on land, resulting in deforestation, biodiversity loss, land degradation, and scarcity of agricultural
land in some areas. These problems are particularly evident in Central, Eastern and Southern provinces,
resulting in outward migration of the rural populations in these areas to as far as Northern and North-
Western provinces.

It has been noted that a significant cause of environmental degradation has been inadequate legislation.
This is also due to the fact that much of the land in Zambia is under traditional tenure or ‘open areas’ and
administered by traditional rulers. Under the various traditional arrangements, the tenure regimes have no
clearly defined property rights since the community usually has open access to natural resources. The
dynamics of open access are the basis of the ‘tragedy of the commons’. For many years, there has been no
national land-use planning framework to specify how land should be allocated for various purposes and
what land should be reserved for different future uses at the national, provincial and district levels.

The 1995 Lands Act was aimed at ensuring that all Zambians are afforded the same opportunity and
encouraged to access and own land under leasehold title in customary land areas. This move is seen to be
progressive because it puts in place a system of security of land tenure, which provides some incentives
for sound environmental protection. Progress to date has, however, been very limited on this issue. There
has also been limited private sector investment in the natural resources sector in the past to stimulate
growth and development. Indigenous people and local entrepreneurs have also not, as a whole, been much
involved in investment in the sector. Efficient and effective information management systems are key to
modern day natural resource management. The sector has suffered from lack of systematic and
comprehensive information management systems to effectively support decision-making and operations
and facilitate information dissemination. Consequently, it has been difficult to establish any credible
trends in the status of Zambia’s natural resources.

Other challenges in the natural resources sector are poor infrastructure and inadequate and obsolete
equipment. Apart from the centre and regional headquarters, most of the natural resource management
infrastructure at the district level and below is dilapidated. In addition, communication and transport
facilities are poor. This state of affairs has continued to affect natural resource management negatively. At
the sub-sector level, a host of factors have continued to affect sound natural resource management. They
include the following:

a)  Wildlife Management: Recent data shows that in 2003 the Zambia Wildlife Authority earned about
ZK 5.3 billion and ZK 10.4 billion in 2003, in safari hunting and tourism, Zambia Wild Life
Authority (ZAWA) earned about, as opposed to ZK 344 million and ZK 3.1 billion in 2000,
respectively. The five major parks important for photographic tourism were South Luangwa, Lower
Zambezi, Musi-o-Tunya, Kafue, and Kasanka. The performance of the safari hunting industry has,
however, been sluggish due to poor administration and hunting bans as a result of irregularities in
the administration of the safari hunting tendering system. Another problem which affects the
industry is the reduced biomass in terms of total numbers of animals due to a combination of illegal
hunting and out-migration of animals from Game Management Areas (GMAS) as a direct result of
hunting pressure. The safari hunting industry has the potential of producing four times the present
revenue values if well managed. In addition to safari hunting, ZAWA has also continued to promote
the economic use of wildlife (supply of game meat and revenues) through a quota and licensed
hunting system (district, national, special licenses) and programmes. However, the benefits of the
scheme are limited, as quotas are generally abused and hunting is not monitored;

b)  Community participation in tourism: The Government through the MTENR, is facilitating tourism
development through community involvement (indigenous Zambians), with emphasis on
community based tourism through the establishment of the Tourism Development Credit Facility
(TDCF). The programme focuses on the development of various tourism products, including
conservation business, for example, game ranching, parks, botanical gardens and hunting ventures.
This, however, is still in its infancy. In terms of enhanced incomes to community and employment
creation, ZAWA has employed a management framework through which 35 percent of revenues
from safari hunting are ploughed back into communities for community development and resource
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©)

d)

e)

f)

protection in the game management areas. There is, however, lack of capacity to monitor
communities in the use of these funds. The Government is also promoting private sector
participation in conservation efforts, to re-emphasize the economic value of wildlife, through game
ranching. The Government produced a draft policy on private wildlife estates in 2005 which once
enacted will encourage private game ranching. In this regard, the Government encourages private
investors in the tourism and wildlife sub-sectors to contribute to the improvement of the lives of the
communities in which they operate;

Maintenance of Biological Diversity: Although Zambia has one of the largest forest and wildlife
estates in Africa, maintenance of biological biodiversity and the environment in general has been
inadequate. Wildlife depletion and deforestation have been identified as some of the major serious
environmental problems in Zambia. The main causes of deforestation are poor agricultural
practices, uncontrolled bush fires, and indiscriminate cutting of trees for charcoal burning and
building works. The main causes of depletion of wildlife populations in the protected areas and in
Zambia are (commercial, illegal) hunting pressure and loss of habitats. Of the 19 national parks,
Lavushi Manda, Isangano, Mweru-wa-Ntipa, Lusenga Plains, West Lunga, Lukusuzi and Nyika
National Parks are under-stocked. As for game management areas, over 50 percent of the 34 are
depleted of game;

Forest Resources Management: Forests and forest industries contribute at least 3.7 percent to GDP;
the largest contribution comes from the wood fuel sub-sector. Charcoal production (mostly
commercial) and firewood collection (mostly subsistence) account for 2.2 and 0.8 per cent,
respectively. The most significant contribution from the forest sub-sector is that of providing energy
for the agricultural and domestic needs of 90 percent of the Zambian population. Moreover, the
potential forest contribution to the national economy could be much higher than at present as the
overall productivity of the forest resource is sub-optimal. Productivity (measured per unit of
financial or labour input) is low at all stages of the marketing chain, from production, to processing
and marketing. Transaction costs are high due to poor infrastructure such as roads and
telecommunications. Significant economic and environmental gains may be achieved through
increasing the efficiency of forest industries, including small-scale enterprises. In the light of the
above, the Zambian forest resource is dwindling; annual deforestation is estimated at 900,000 ha.,
indicating the urgent need to reduce the high rate of deforestation, and to mitigate its impact on the
people and the environment. Charcoal burning significantly contributes to rapid deforestation. Half
of Zambia’s population lives in urban areas and the rate of urbanization is increasing. Between 66
and 98 percent of urban households use charcoal for domestic energy needs. The highest prevalence
of consumption (98 percent) is among urban low-cost households, which constitute 85 percent of
the total number of urban households. Opportunities arising from increasing the control of
deforestation include improved availability of forest goods to the rural poor, increased sub-sector
productivity and more cost-efficient use of the nation’s natural resources;

High Urban Wood Fuel Energy Demand: The average urban consumption of charcoal has been
estimated at 3.9 kg./day or 1,040 kg./household/year. In 2000, the annual charcoal consumption in
Lusaka was estimated at 245,000 metric tonnes (MT), which translated to 15 million cubic metres
(m3) of wood. With an estimated increase of 100,000 new urban households in Zambia over the
Plan period, it is evident that the demand for charcoal will remain high. A consolidated effort to
manage the forest resource in collaboration with the producers, improving the efficiency of charcoal
production and enhancing their bargaining power in the market place will, therefore, yield
immediate direct economic benefits to the rural poor;

Imbalances in wood products exploitation. The opportunities to increase production volume based
on indigenous forests is limited mainly because a large part of the resource is too far from the
markets, well-stocked areas are heavily harvested and more remote areas are often not economically
exploitable. However, significant benefits may be achieved from more effective regulation and
monitoring of ongoing timber extraction. While traditional forest industries have performed
inadequately, non-wood forest industries are showing promising growth. A prime example is the
honey and beeswax industry in North-Western province, which flourished during the early 2000;
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g) Conservation of National Heritage: Over 3,000 national heritage sites have been identified,
representing a great diversity of attractions and unique selling features, with Victoria Falls as a
flagship world heritage with unlimited prospects. There is generally a host of problems affecting
conservation and the promotion of tourism. In support of the Government’s tourism strategic
objective of “contributing sustainably to the economic well being and enhanced quality of life for
Zambians”, the National Heritage Conservation Commission (NHCC) has continued to promote
sites of interest for tourism. However, most of these sites have no management and tourism plans to
guide heritage management, development and conservation. As such, some of these developments
have been uncoordinated and substandard, and not environmentally friendly. These developments,
therefore, have resulted in destruction of heritage sites due to development pressures threatening
their existence; and

h)  Wetlands Resource Management: Wetlands are a unique resource and are extremely important as
they perform hydrological, ecological and socio-economic functions. Despite this significance of
wetlands, there is paucity of data on the financial and economic value of wetlands, which could be
used to adequately assess the performance of the sector. This is due to the difficulty of calculating
market values for environmental goods and services and limited capacity in the field of resource
economics in the country. The greatest threat to wetlands in the country is from their degradation,
caused by human-induced processes and exacerbated by climatic fluctuations (particularly drought).
It is estimated, for example, that over 20 percent of the flood plains and swamps have been
degraded as result of dam development, siltation and human settlements. At least 30 percent of
dambos in Central, Eastern, Lusaka and Southern provinces of the country are degraded through
inappropriate agricultural practices, siltation, overgrazing and human settlements. Over 40 percent
of wetlands’ wildlife resources have been depleted through over-hunting and habitat loss, while
over 50 percent of wetland fisheries resources have been considerably over-exploited.

10.3 Policies and Key Reforms

Before 1985, Zambia had no coherent and comprehensive policy framework and an apex institution for
the management and utilization of natural resources. Thereafter, important policy and institutional
developments took place, which include the adoption of the National Conservation Strategy, the
enactment of the Environmental Protection and Pollution Control Act (EPPCA), and the subsequent
establishment of the Environmental Council of Zambia (ECZ) and the Ministry of Environment and
Natural Resources (MENR) in 1991 as apex institutions. These heralded the development of major
programmes such as the National Environmental Action Plan (NEAP, 1994); the Environmental Support
Programme (ESP); the Zambia National Biodiversity and Action Plan (NBSAP); the Zambia Forestry
Action Plan (ZFAP); the National Action Plan (NAP) for the implementation of the United Nations
Convention to Combat Desertification (UNCCD); and the Zambia Wetland Strategy and Action Plan.

Despite these developments, the following challenges have remained and shall be addressed by the FNDP:

a) Overall, management of natural resources has historically been designated to sectoral institutions with
specific mandates based on sectoral legislation and policy frameworks. These frameworks are
generally inadequate and inconsistent. Some legislation is outdated and tends to alienate local
communities and does not adequately incorporate international environmental conventions. In this
regard, the Government shall review and harmonise all sectoral natural resource policies and
legislation. Focus shall be on the finalisation of the National Environmental Policy (NEP) since this is
an important step in addressing inconsistencies;

b) There are more than 30 institutions and agencies (public, NGOs/CBOs, and private sector
organizations) involved in environment and natural resource management. The existence of numerous
institutions in itself makes coordination of activities difficult. The establishment of the Natural
Resources Consultative Forum (NRCF) shall form the most important avenue in the Government’s
effort to address some of the key challenges among all key stakeholders;

c) Particular attention shall be given to addressing capacity deficiencies in the sector, focusing on the
existing scarcity of trained and appropriately experienced personnel able to carry out such specialized
functions as policy development, implementation, analysis and harmonization of legal instruments.
Other capacity deficiencies include inadequate access to up-to-date natural resource data and
information and lack of adequate policy;
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d)

e)

f)

9

h)

)

The Government shall implement the National Environmental Policy once it is approved by Cabinet.
To do this effectively, the Government shall facilitate the development of an implementation plan (IP)
in the context of the decentralization policy. The Government shall also develop an Environmental
Investment Strategic Plan (EISP) in order to ease the process of implementing the NEP;

Presently, the Forestry Department has no capacity to adequately manage forest estates in the country.
In view of this, the Government shall during the FNDP, consider various options for improving the
operations of the sector;

The Government shall continue to facilitate forestry development by encouraging the involvement of
local people and the private sector in forest businesses and ensure that many people access the Forest
Development Credit Facility. The Government shall also strengthen the Zambia Forestry College
through improving infrastructure and introducing skills development courses to support the private
sector. The Forest Research Division shall be strengthened by improving infrastructure, equipment
and staff skills to ensure availability of up to date information;

The Government shall work towards the domestication of international environmental conventions
during the FNDP period. Zambia has acceded to over 20 international environmental conventions, and
these have a bearing on the management of the country’s natural resources. The Government shall
give priority to the domestication of five conventions that are critically relevant to Zambia namely,
Convention on International Trade in Endangered Species of Wild Flora and Fauna (CITES);
Convention on Biological Diversity (CBD); United Nations Convention to Combat Desertification
(UNCCD); Convention on Wetlands of International Importance (Ramsar Convention); and
Convention for the Protection of World Heritage. The Government shall also complement ongoing
efforts, including support to the implementation of the National Capacity Self-Assessment project
This project aims at taking stock of current capacity levels and capacity needs in government, NGOs,
CBOs and the private sector for the implementation of the CBD, UNCCD, and United Nations
Framework Convention on Climate Change (UNFCCC). In addition, the National Adaptation
Programme of Action (NAPA), was initiated to help the country adapt and mitigate problems related
to climate change;

The Government shall enhance the capacity of ZAWA to ensure that its wildlife management
mandate is undertaken more effectively. This shall be done in the context of ZAWA’s current
Strategic Plan which recognizes the need for promoting commercial activities through broadening the
tourism revenue generating base and the creation of sustainable partnerships. A review of any gaps
and inconsistencies in the current wildlife policy and legislation shall be addressed during the FNDP;

The Government shall facilitate the process of putting in place the new system and structures for
decentralized, collaborative and enhanced forest management, including the option of creating the
Zambia Forestry Commission under the Ministry of Tourism, Environment and Natural Resources;
and

The National Heritage Conservation Act will be reviewed and harmonised with other natural resource
management legislation. In addition, the Government shall develop subsidiary legislation to ensure
that the Heritage Act is effective. Furthermore, the National Heritage Conservation Commission shall
finalise and implement the policy on Heritage Conservation.

10.4 Vision and Goal
The Vision is: Well-conserved natural resources for sustainable development by 2030.

The Goal is: To ensure sustainable use of natural resources for the benefit of all Zambians.

10.5 Programmes, Objectives and Strategies

The programmes and their respective objectives and strategies for the natural resources sector during the
FNDP are presented in the matrix below.
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Sector: Natural Resources

No. Programmes Objectives Strategies
1 Management of To maintain a representation of eco- | a) Maintain representative protected
Protected Areas systems for the benefit of current and areas network system;
future generations b) Expand the protected area system to
include wetlands types which are not
currently under protection.

2 Legislation and Policy | To develop a conducive policy and | a) Formulate, review and implement

Review legislative framework for enhanced appropriate policies and plans;
contribution of the sector to the | b) Integrate private sector driven
national economy policies and programmes in NRM;

c) Integrate international environmental
conventions which are beneficial to
the country in national laws and local
programmes;

d) Ensure that both men and women
participate in natural resources
management.

3 Environmental To strengthen management systems | a) Improve coordination and
Institutional for sustainable utilization of natural administration;

Strengthening and resources b) Institutional development and
Capacity Building capacity building.
To mainstream Gender and HIV and | a) Promote Gender and HIV and AIDS
AIDS in sector activities equity and awareness.

4 Sustainable To effectively conserve and manage | a) Improve habitat productivity,
Management of wildlife and habitats protection and monitoring;

Wildlife Resources b) Rehabilite of protected areas
infrastructure;

¢) Integrate regional law enforcement;

d) Encourage co-management of
wildlife resources;

e) Commercialise wildlife industries.

5 Institutional Reform To effectively manage the process of | a) Strengthen institutions and human

institutional change and reform of the resources;
forestry sub-sector b) Enhance institutional inter-sectoral
and regional collaboration.

6 Sustainable To manage and conserve indigenous | a) Integrate forestry into relevant cross-
Indigenous Forest forests in a sustainable way sectoral development activities;
Resource b)  Implement sustainable forest
Management management and conservation;

c) Strengthen forest resource protection
and monitoring.

7 Sustainable Wood To promote efficient use of wood | a) Promote sustainable and participatory
Fuel Management energy and alternative sources wood fuel management;

b) Establish fuel wood plantations;

c) Improve efficiency and technology of
charcoal production and use

d) Improve collaboration with the
Energy Regulation Board.

8 Industrial and To enhance the economic and social | a) Strengthen commercial forestry;
Plantation Forestry contributions  of industrial and | b) Promote forest sub-sector financing;
Programme plantation forestry c¢) Improve access to information,

market opportunities, trade channels
and technology.

9 Private and Public To develop an efficient private sector | a) Promote out-grower schemes in
Sector Capacity driven  wood  processing  and rubber growing and cottage industry;
Building marketing system b) Capacity building of forestry

entrepreneurship;

c) Distribute market information.

10 Strengthening To build up local forest governance | a) Promote joint management of forest
Community Based through decentralisation and resources;

Forest Management community based forest management | b) Establish community structures and
develop skills;

c¢) Formulate joint forest management
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Sector: Natural Resources

No. Programmes Objectives Strategies
plans and put in place appropriate
legal frameworks.

11 Agro-Forestry and To strengthen the capacity of | a) Establish on-station and on-farm
Afforestation extension and research officers to trials;

Programme actively promote agro-forestry and | b) Promote village nurseries and
afforestation activities among farmers establishment of woodlots;
and every one in agro forestry and | ¢) Formulate integrated land use plans.
aforestation activities

12 Strengthening To support Zambia Forestry College | a) Rehabilitate college infrastructure
Forestry Education and in-service staff training and review curricula;
and Training b) Improve staff skills through staff

development programmes;
c) Develop and implement staff training
programmes.

13 Supporting Forest To improve investment in the forestry | a) Increase funding to Forest
Business Enterprises sub-sector and provide support to Development Credit Facility;

rural and urban livelihoods through | b) Promote micro and small-scale credit
sustainable forest based enterprises to rural based enterprises;
c) Strengthen the informal sector;
d) Promote Bee Keeping and Api-
culture.

14 Strengthening To generate and maintain up-to-date | a) Implement research programmes,
Forestry Research and | forest data and information inventories and assessments;
Information b) Conduct forest accounting and
Management System valuation;

c) Rehabilitate research infrastructure;
d) Establish forest database.
15 Management of To promote conservation and | a) Promote community participation;
Wetlands sustainable utilization of wetland | b) Promote commercialisation and value
resources addition for wetland resources;
c) Develop integrated land use planning;
d) Improve regional and international
collaboration;
e) Improve coordination of wetland
management;
f)  Improve public awareness on wetland
values and functions.

16 Sustainable To conserve and manage national | @) Encourage community participation
Management of heritage in the conservation and management
Heritage Resources of the national heritage;

b) Promote the commercialisation of
national heritage;

¢) Promote sustainable tourism
development;

d) Promote public awareness and
education in heritage conservation;

e) Strengthen research and management
planning;

f) Improve regional and international
collaboration;

g) Improve infrastructure;

h)  Strengthen analysis, treatment and
curation of heritage materials;

i) Strengthen national heritage resource

protection and monitoring.
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10.6 Implementation, Monitoring and Evaluation Framework

The FNDP shall focus on the improvement of the implementation capacity of the Ministry of Tourism,
Environment and Natural Resources. Decentralization, increased stakeholder collaboration and cost-
efficient implementation of the above outlined programmes shall be targeted in this regard. The Ministry
shall put in place an effective monitoring and evaluation system that shall involve the respective SAG and
other stakeholders to ensure that the FNDP programmes in the natural resources sector are implemented.
Annual work plans shall guide actual activities. The work plans shall be reviewed periodically against
appropriate performance indicators, targeting primarily the achievement of positive impact.
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Tourism

11.1 Introduction

Tourism has remained one of the major sectors in Zambia that plays a vital role in the stimulation of
national economic growth. The Government’s policy aims at promoting the sector’s performance in
economic growth, and this was the main thrust of both the PRSP/TNDP. Growth in the tourism sector
contributes to employment creation; rural and infrastructure development; increased foreign exchange
earnings; and community and entrepreneurial development. More than any other sector, tourism is a labour-
intensive industry and provides jobs for local people in both rural and urban areas. Tourism creates
opportunities for both large and small entrepreneurs; promotes awareness and understanding among
different cultures; breeds a unique informal sector; and creates economic linkages with agriculture, light
manufacturing and construction industries, handicrafts, art and souvenirs. Furthermore, it creates linkages
with service sectors such as health, education, entertainment, banking and insurance and also helps to
conserve the environment. Tourism is one of the sectors that can thrive in rural areas for the direct benefit
of rural communities thereby contributing positively towards poverty reduction.

11.2 Review of Past Performance

Tourism potential in Zambia lies in its diversity, whose features include the world famous Victoria Falls,
vast wildlife resources, varied scenery, wilderness, diverse culture and national heritage, good weather,
adventure activities, hunting and warm and friendly people. There are 19 National Parks and 34 Game
Management Areas covering over 22.4 million hectares. Although much of tourism in Zambia is
concentrated in a limited number of national parks, such as the South Luangwa, Kafue, Lower Zambezi,
Musi-o-Tunya and Kasanka, the rest of the parks provide considerable potential for future tourism
development. Zambia’s wilderness is characterised by the vastness of unexploited areas, such as the rift
valleys of the Luangwa and Zambezi Rivers and their escarpments; mountain highlands, such as the Nyika
and Mafinga; vast wetlands in the Bangweulu, Kafue and Zambezi flood plains; and the fact that most
wilderness occurs in protected areas, showing the real parts of natural Africa.

In addition to national parks, a number of areas in Zambia have been declared national heritage sites or
monuments. These areas include 145 geological sites and 70 geomorphological heritage sites. The
Kundalila Falls and the source of the Zambezi River have been listed as ecological sites. Furthermore,
Zambia has 73 tribes with diverse cultural traditions which include a variety of annual traditional
ceremonies.

The numbers of tourists arriving in the country has been growing over the years. An average annual growth
of 8.6 percent was recorded over the 1998 to 2002 period. The average number of visitors coming into the
country annually was 454,345 in the five years, with business visitors accounting for about 45 percent while
those coming for holidays accounted for 26.3 percent of the total. During 2002 and 2003, 64,786 tourists
visited the country’s national parks. The most visited parks were the South Luangwa National Park
followed by Musi-o-Tunya National Park. Between 1998 and 2003, the average number of
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rooms in the hospitality industry was 4,822 with over 8,000 beds. However, room capacity in the
country remains very low although room supply has been growing over the years.

The tourism sector has continued to face a number of challenges over the years, namely:

a) Tourism infrastructure in Zambia is largely underdeveloped, particularly roads, railways,
airports and airstrips, telecommunications and accommodation facilities. For example, lack of
all-weather roads in national parks limits access to tourist areas during wet periods of the year.
This results in operators confining their tours mainly to the dry season; only Musi-o-Tunya
National Park remains open all year round,;

b) There is a limited product base. Much of Zambia’s tourism products continue to be wildlife-
based and underdeveloped, yet if Zambia is to derive maximum benefit from tourism, it is
important that the country develops a wide product range and brings the product to a level
where it can be easily accessible, attractive, saleable and abundant;

c) There is inadequate marketing of Zambia as a tourist destination. Part of the cause of this is the
fact that, at the moment, tourism promotion largely continues to be a government responsibility
carried out by the Zambia National Tourist Board (ZNTB), with only a few stakeholders
promoting their own products;

d) There are inadequate resources for the industry’s long-term development. Government funding
of the tourism sector has been inadequate at a time when indigenous investors do not have
adequate access to medium and long-term financing. Though the Tourism Development Credit
Facility (TDCF) was established by the Government in 2003 to provide affordable credit to
Zambians, the quantum of the fund (at K5 billion per year) coupled with large numbers of
applicants made this funding source inadequate;

e) There is lack of interest and limited participation among local communities. From the time
tourism was identified as a catalyst to rural development, the interests of the local communities
have not been fully incorporated;

f) There has always been inadequate environmental management. Most of the national parks in
the country are known to be depleted and require restocking. To realize increased growth in the
tourism industry, investment in the protection of the environment and management of natural
resources is essential;

g) There is a dearth of well trained human resource in the tourism sector due to inadequate
resources and training facilities; and

h) Lastly, Zambia is generally perceived as a high cost destination. The high costs are attributed
to various factors, such as limited international carriers and domestic flight connections; limited
hotel accommodation; and inadequate dependable health facilities.

11.3 Policies and Key Reforms

Some major reforms that have already taken place since 2000 include the restructuring of the
Ministry of Tourism, Environment and Natural Resources in 2003; the process of the formation of
the Forestry Commission, which commenced in 2004; and the enactment of the Zambia Tourism
Board Act to facilitate restructuring of the Zambia National Tourist Board into a purely marketing
body. In addition, new legislation aimed among others at streamlining licensing procedures and
reducing the cost of doing business in the tourism sector will be undertaken during the Plan period.
The restructuring of the Ministry’s statutory bodies will be completed to support the Plan.

The general policy of the Government during the FNDP is for the private sector to drive tourism

development within the overall public sector tourism policy framework. In this respect, the role of
the Government shall continue to be that of:
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a) Facilitation of tourism development;

b) Formulation and implementation of tourism-related policies;

¢) Enactment of legislation to consolidate legislative developments;

d) Elimination of conflicts or overlaps within and outside the sector; and

e) Introduction of appropriate administrative structures necessary for the implementation
of the policies.

The major public sector institutions that will continue to operate in the tourism sector shall continue
to be the Ministry of Tourism, Environment and Natural Resources (MTENR); the Zambia
National Tourist Board as restructured; the Zambia Wildlife Authority; the National Heritage
Conservation Commission; the National Museums Board; the Environmental Council of Zambia;
the Forestry Commission (when established); and the Hotel and Tourism Training Institute Trust
(HTTI).

11.4 Vision and Goal
The vision is: Zambia as a major tourism destination of choice with unique features, which
contributes to sustainable economic growth and poverty reduction by 2030.

The goal is: To enhance the contribution of the tourism sector to economic growth and poverty
reduction.

The main targets for the sector are:

a) Increase tourist arrivals from 515,000 in 2005 to 736,450 by 2010;

b) Increase jobs in the sector from 19,650 to 30,404 by 2010; and

c) Increase tourism earnings from US $ 174 million to US $ 304 million by 2010;

11.5 Programmes, Objectives and Strategies
The matrix below presents the FNDP’s main programmes for the tourism sector as well as their
respective objectives and strategies.

Sector: Tourism

No. Programmes Objectives Strategies
1 Development of Planning | @) To develop the | a) Prepare tourism Planning Programme
and Implementation National Tourism | b) Prepare tourism Research Programme
Frameworks Development
Master Plan for the
country

2 (a) | Kafue National Parkand | a) To improve | a) Develop and rehabilitate tourism and support
Surrounding Game accessibility to key infrastructure;
Management Areas tourist destination | b) Increase and improve tourist facilities

2 (b) | Northern Circuit areas c) Improve permanent museum exhibitions and
Development b) To promote facilities;

2 (c) | Lower Zambezi National cultural tourism d) Redesign public museum education programmes.
Park and Surrounding
Areas

2(d) | Lusaka Region and
Surrounding Areas

2 (e) | North and South
Luangwa National Parks
and Surrounding Areas

2 (f) | Livingstone Regional
Development (Museums
and Heritage Sites)

3 Standards Improvement | a) To promote quality | Enhancement of the quality of tourism products and
development and | services and enforcing standards in the tourism sector
efficient  service | through:
delivery in the | @) Formulate minimum standards/requirements for all
tourism sector sub-sectors in the tourism industry;

b) Reclassify and grade all tourist facilities and services
regularly;

c) Strengthen the capacity of bodies responsible for
monitoring and enforcing standards;
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Sector: Tourism

No. Programmes Objectives Strategies
d) Develop new legislation to effectively regulate the
development and management of the sector
4 Tourism Investmentand | a) To promote | a) Encourage and promote investment in tourism;
Enterprise Promotion investment in the | b) Facilitate new investment opportunities in tourism
tourism sector through mobilization and provision of financial
resources, focusing on Small and Medium sized
Enterprises (SMES) in tourism;

c) Ensure promotion of indigenous and local
entrepreneurs’ participation in the tourism industry;

d) Create awareness of tourism values and the value of
tourism;

e) Promote tourism for special interest groups (children,
youth and the disabled);

f)  Topromote and monitor eco-tourism;

g) Promote holding of Meetings, Incentives,
Conventions and Exhibitions (MICE);

h) Sensitise local entrepreneurs to promote their
products

5 Tourism Marketing and a) To diversify | a) Promote community based tourism  through
Promotion tourism  products ethno/cultural tourism;
beyond being | b) Encourage Meetings, Incentives, Conventions and
wildlife-based only Exhibitions (MICE) and road shows;

c) Improve and expand the currently used products (e.g.
Victoria Falls, Luangwa, Kafue);

d) Expand the tourism product range to include sports
and adventure development;

e) Promote and monitor eco-tourism;

f)  Promote WTO code of ethics for tourism and all other
sector ethics, principles and codes of conducts (e.g.
Quebec Declaration);

g) Promote tourism publicity, awareness, sensitisation
and education;

h)  Promote special rates for domestic tourists;

i) Promote and encourage local tourism (including
leisure and recreation);

j)  Expand the tourism product range to include cultural
products like exhibitions;

k) Facilitate or encourage the practice and expression of
culture in museums as a way of promoting ethno-
tourism;

I)  Strengthen research to enhance exhibitions and
knowledge acquisition by tourists;

m) Promote community based tourism  through
ethno/cultural tourism in museums and heritage
institutions

6 Public and Private Sector | a) To develop | a) Ensure adequately trained human resource in various
Capacity Building and institutional  and fields of the sector;
Human Resource human  resource | b) Promote public-private partnership in the tourism
Development capacity in the sector
tourism sector and
strengthen public-
private sector
linkages
7 Community Tourism a) To promote local | @) Encourage local community participation in joint
Development community ventures by using land as equity;
participation and | b) Promote public-private and community partnerships;
ownership in | ¢c) Facilitate access to development funds by local
tourism communities
8 Sioma Ngwezi and West a) To restock | a) Develop and rehabilitate tourism and support
Lunga National Parks depleted  species infrastructure;
and develop | b) Increase and improve tourist facilities
infrastructure
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11.6 Implementation, Monitoring and Evaluation Framework

At the implementation level, public sector emphasis will be on policy formulation, infrastructure
development, regulating the sector, and monitoring and evaluation of the entire sector performance.
Thus, the role of the Government will be to stimulate growth in the tourism sector by formulating
and implementing policies that create an enabling environment for the private sector to contribute
positively towards economic growth and wealth creation through tourism development. In order to
effectively implement the FNDP and to attain the Vision 2030, the current institutional
arrangements will be restructured to support the Plan.

In order to assess the performance of the tourism sector, the Government will set up a monitoring
and evaluation mechanism which will be supervised by a Sector Advisory Group (SAG) involving
all the key stakeholders. Programmes and activities will be monitored based on the indicators to be
developed by the SAG.
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12

Manufacturing

12.1 Introduction

Given Zambia’s large resource endowment, expansion of the manufacturing base is required if the
country is to increase its annual economic growth rates and also attain the national goal of poverty
reduction through wealth creation. The manufacturing sector is considered as one of the leading sectors
for the revitalization of the economy in the strategy for Zambia’s socio-economic development and
poverty reduction. The sector has great potential for both income generation and job creation due to its
forward and backward linkages to other sectors of the economy, particularly agriculture and mining.
The key linkage between the manufacturing sub-sectors and other sectors is seen to operate through the
main channels of expansion in output, job creation, growth of household incomes, widened tax base and
increased foreign exchange earnings.

12.2 Review of Past Performance

The performance of the manufacturing sector since independence in 1964 has been mixed. The sector
grew rapidly during the period 1964 to 1973 mainly due to the high copper prices that facilitated the
establishment of local import substitution industries largely servicing the mining and urban sectors. The
share of manufacturing to total GDP during this period averaged 20 percent per annum. After the policy
of nationalization that was adopted in the late 1960s and early 1970s, the parastatal sector grew to such
an extent that, by the end of the 1970s, it was amongst the largest in Sub-Saharan Africa. It
encompassed 90 percent of the country’s industrial and commercial activities and accounted for 35
percent of GDP, 13 percent of total external debt, and almost 60 percent of total investment. It
contributed about 45 percent of formal sector employment.

The manufacturing sector’s performance was adversely affected when the copper prices fell and oil
prices increased in the mid-1970s. The sub-sectors that were linked to copper mining such as chemicals,
rubber and basic metals and metal products were hardest hit and were consequently faced with the
problems of low capacity utilization and high production costs. During the 1980s, output in the non-
copper dependent sub-sectors except for the food, beverages, and tobacco sub-sector declined as well
and many industries closed down altogether. The decreasing capacity utilisation resulting from
shortages of imported inputs was reinforced by the protectionist measures that resulted in lack of
competition and inefficiency in the management of the industry. The increasing costs for the industrial
sector and political appointments in the management of the industry further encouraged inefficiency and
inhibited industrial growth.

In 1991, the Zambian industrial sector reached a crucial turning point. A new vision with a
comprehensive economic reform programme that would structurally adjust the economy was initiated to
ensure dynamism, efficiency and competitiveness by the private sector. There was a policy shift away
from import substitution, protectionism, and heavy public sector involvement towards the promotion of
a private sector led, market oriented economy. Most state enterprises were privatised.

Since the mid-1990s, the performance of the manufacturing sector has been positive though with
fluctuations. The growth rate fluctuated mainly because of the performance of the agriculture, forestry,
fisheries and quarrying sectors. Table 12.1 shows the positive performance of the manufacturing sector
from 1996 to 2004 as well as the performance of other sectors that have strong inter-sectoral relations
with the manufacturing sector. Table 12.2 shows the performance of the various manufacturing sub-
sectors over the 1996 to 2004 period as well as the manufacturing sector’s contribution to GDP.
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Table 12.1: Sector Growth Rates at Constant 1994 Prices, 1994 -2004 include 2005 and 2006

1995 | 1996 | 1997 | 1998 | 1999 | 2000 | 2001 | 2002 | 2003 | 2004
Agriculture, forestry, and fishing 334 | (06) | (5.1) 1.2 10.1 16| (26) | (1.7 5.0 42
Mining and quarrying (27.6) 2.8 2.2 | (25.1) | (24.8) 01 | 140 16.4 33| 126
Manufacturing (0.4) 5.6 5.5 1.9 2.8 35 4.2 5.7 7.6 5.2
Electricity (1.6) | (5.6) 4.2 0.6 25 12 | 126 | (5.2) 0.6 | (1.8)
Construction (34) | (11.0) | 29.0 | (9.1) 3.2 65| 115 174 | 139 | 146
Wholesale and retail trade (10.6) 33.1 45 35 45 23 5.4 5.0 49 5.4
Transport (6.6) 76 | (0.2 8.5 5.7 2.4 2.8 1.8 5.1 6.3
Community, social, and personal (1.2) 3.3 04| (2.3 84 | (0.5 5.8 1.6 2.4 0.6
Financial institutions 193 | (8.3) 0.3 0.4 25| (0.6) 0.1 35 35 35
Real estate 2.0 225 | 126 12.7 138 | 17.0 3.5 4.4 4.0 4.0
Restaurants and hotels 5.2 8.4 7.2 38| (6.2) | 123 | 244 4.9 5.9 5.7
Other (26.2) 184 60| (92) | (9.7) 75| 10.6 | (13.8) | (8.0) | (7.6)
Plus: Import duties (7.7) 5.6 36| (54) | (45 5.2 70| (6.8) | (3.0) | (25)
Less: Imputed banking charges (19.3) 83| (03) | (04)| (25) | (25 | (25) | (25) | (25 25
TOTAL GDP (2.8) 6.9 33| (1.9 2.2 3.6 4.9 3.3 4.3 5.0
Memorandum Items
Non-agricultural GDP (8.5) 8.7 51| (2.4) 0.7 4.0 6.4 4.3 4.2 -
Non-mining GDP 2.1 75 3.5 1.3 4.9 3.8 4.3 2.3 4.4 -

Source: Central Statistical Office

Table 12.2: Manufacturing Value Added by Sub-sector (in K billions) include 2005 and 2006

Years 1996 1997 1998 1999 2000 | 2001 | 2002 | 2003 | 2004
Food, beverages, and tobacco 144.3 138.6 146.0 154.8 185.1 164.0 172.8 187.7 197.3
Textiles, leather and leather products 271 39.1 42.4 44.8 46.6 46.8 49.7 51.3 52.4
Wood and wood products 18.1 19.6 19.2 19.3 19.1 20.3 21.9 24.4 26.1
Paper and paper products 4.8 7.2 7.3 7.6 7.5 7.8 8.0 8.6 8.8
Chemical, rubber and plastics 20.6 225 18.7 15.5 16.5 22.8 25.1 26.4 28.8
Non-metallic mineral products 4.7 4.1 45 4.4 4.9 4.8 4.9 5.6 6.3
Base metal products 31 33 1.3 13 1.6 1.2 1.2 14 15
Fabricated metal products 7.9 8.0 73 5.9 6.4 6.0 5.8 6.1 6.4
Other manufacturing 0.5 0.5 0.5 0.6 0.6
Total Manufacturing 231.1 242.8 247.2 254.2 288.4 | 2737 | 289.4 | 3115 327.6
Total GDP 2,329.8 | 2,405.6 | 2,360.4 | 2,418.0 | 2,492.1 | 2621.3 | 2707.9 | 2846.7 | 2988.9
Share of Manufacturing in Total GDP 9.9 10.1 10.5 10.5 11.6 10 11 11 11

Source: Economic reports 2004

The leading sub-sector in manufacturing was food, beverages, and tobacco, accounting for over two-
thirds of total value added, followed by textiles, leather, and leather products where Zambia has
comparative advantage. The performance of the textiles and leather industries was adversely affected by
increased imports especially from South East Asian countries. The importation of duty free second-hand
clothes worsened the situation as duty on these products was negligible. The other significant sub-
sectors were chemical, rubber and plastics and wood and wood products respectively as indicated in
Table 12.2 above.

The performance of the food, beverages, and tobacco sub-sector was driven by the strong performance
of the agricultural sector, increases in domestic demand and exports to regional markets. Textiles and
leather were stimulated by the increased production of cotton lint and yarn, direct exports to the USA
under the AGOA arrangements and increased investments in cotton processing. Non-metallic metal
products (mainly cement, lime and other building materials) also increased induced primarily by an
increase in construction and the expansion in mining activity. Fabricated metal production, mainly
copper cable, wire and rods also rose due to increased access to Southern and African Development
Community (SADC) and Common Market for Eastern and Southern Africa (COMESA) markets.

12.3 Policies and Key Reforms

In order to enhance the growth of the manufacturing sector, the Government during the FNDP period
will focus on addressing constraints that have negatively impacted on the performance of the
manufacturing sector. Specific interventions include a) assisting enterprises particularly the Medium,
Small and Micro Enterprises (MSMESs) to access affordable finance; b) removal of administrative
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barriers to establishment of business enterprises; c¢) improvement of the regulatory frameworks and
establishment of multi-facility economic zones in order to enhance both export and locally-oriented
manufacturing industries; d) provision of adequate infrastructure (such as roads, rail and
telecommunications); e) ensuring access to affordable modern technology; and f) addressing issues of
low domestic demand and cross-cutting issues such as HIV and AIDS, gender and the environment.

To achieve the above, the Government will create an enabling environment to aid the growth of the
manufacturing sector through improvements to the country’s legal and regulatory framework;
investments in infrastructure; assisting in unlocking the growth potential of the MSME sector;
economic empowerment of indigenous citizens to start manufacturing enterprises; removal of obstacles
to private sector development; and attaining progress in macroeconomic stabilisation. Zambia’s resolve
in the long term is to attain a competitive and sustainable private sector led export-oriented
manufacturing industry sector that will be able to compete favourably both regionally and globally. The
policies and strategies suggested for the manufacturing sector are oriented towards promoting higher
levels of domestic and foreign direct investment (FDI) in order to stimulate economic growth and
poverty alleviation mainly through employment creation.

Since the private sector will be the engine of economic growth during the FNDP period, the
Government’s policies and reforms are primarily designed to improve the business climate in the
country by removing impediments to private sector investment, particularly in manufacturing.

The policy reforms to be implemented during the period of the FNDP include the following:

a) Liberalisation of the domestic and external trade regime;

b) Private sector development through the completion of the privatisation programme and
commercialisation of public enterprises; and

¢) Review of the investment and export processing incentives regimes.

During the Plan period, industrial development aims to achieve the following:

a) Sustained economic growth through wealth creation;

b) Raising investments;

¢) Employment creation and poverty reduction;

d) Increasing and diversifying exports;

e) Enhancing labour and factory productivity by upgrading human resource and technical skills;
f) Promoting rural industries in an effort to stem the rural exodus towards the urban areas;

g) Protecting the environment;

h) Mitigating the effects of the HIV and AIDS pandemic; and

i) Promoting gender equity in the manufacturing sector.

The FNDP aims in the long term to develop an open, competitive, dynamic, and sustainable
manufacturing sector that is driven by the private sector, with emphasis on upstream and downstream
manufacturing activities based on the mining and agro-industry sub-sectors. The private sector will be
the principal actor in carrying out industrial activities in order to maximise economic productivity,
industrial growth, and employment generation. To ensure long-term sustainability, private sector
investments in the sector are expected to depend on FDI and the soundness of the local investment
regime.

To promote the growth, development, and competitiveness of the manufacturing and trade sectors,
various institutional reforms have been undertaken in recent years. In 1994, the Competition and Fair
Trading Act was enacted. The Act provided for the establishment of the Zambia Competition
Commission (ZCC), an institution mandated to strengthen and uphold competition in order to ensure
success of the deregulatory reforms. Further, amendments were made to other pieces of legislation,
such as the Investment Act (1993) that was amended in 1996 in order to create a more investor-friendly
environment, and the Companies Act to set up the Patents and Companies Registration Office
(PACRO) to improve efficiency in business registration. Other statutes or legislation were enacted or
amended to establish institutions such as Small Enterprises Development Board (SEDB), Zambia
Weights and Measures Agency (ZWMA), Zambia Export and Processing Zone (ZEPZA) and Zambia
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Bureau of Standards (ZABS). The major goals of these measures were to promote small-scale
entrepreneurs, remove inefficiency in the economy, facilitate the promotion of investments and improve
the quality of locally produced goods among others.

During the FNDP, the Government shall operationalise the Zambia Development Agency (ZDA) and
also set up a tariff commission. The functions of five statutory bodies, namely — Zambia Investment
Centre (ZIC), Zambia Privatisation Agency (ZPA), ZEPZA, Export Board of Zambia (EBZ) and SEDB
— will be merged and rationalised into the ZDA. The ZDA shall be a one-stop window facility for
operations of business registration and administrative processes, to be created as a result of the merger
of these institutions. This would be complemented by other statutory bodies to enhance investment
flows for both local and foreign. The other key organizations identified in the policy are the ZCC,
ZABS, ZWMA, PACRO.

Private sector investment has received a priority focus as the Government strives to enhance
productivity in the economy. The role of the private sector in fostering economic growth is considered
critical to the achievement of sustained economic growth. The Government has embarked on a Private
Sector Development (PSD) Reform Programme with the aim of accelerating private sector led
economic growth. A PSD Action Plan has been developed, grouping actions under six main reform
areas as shown in Table 12.3.

Table 12.3: Objectives of the PSD Reform Programme

Reform Areas Reform Objectives
Policy Environment and Institutions Create an enabling macroeconomic environment, strengthen public agencies
that support PSD, and enhance public/private dialogue
Regulations and Laws Improve regulatory frameworks and investment code to foster PSD
Infrastructure Enhance the infrastructure platform for PSD by encouraging private

investment in infrastructure
Business Facilitation and Economic | Remove administrative barriers to business entry and operation and facilitate

Diversification development of high growth sectors

Trade Expansion Create greater opportunities for access to regional and international markets by
Zambian businesses

Citizens’ Empowerment Unlock the growth potential of citizens through business development support

and empowerment initiatives

12.4 Vision and Goal
The vision is: A competitive export-led manufacturing sector that contributes 20 percent to GDP by
2030.

The goal is: To develop a sustainable, diversified, and competitive export-led value-adding
manufacturing sector and to increase the share of manufacturing in total GDP from the current 11
percent to 15 percent by 2010.

12.5 Programmes, Objectives and Strategies

The Government’s commercial, trade, and industrial policy aims at fostering social and economic
development through sustainable domestic and foreign private sector investments in the manufacturing
sector. The role of the Government during the FNDP period shall primarily be that of facilitator and
regulator rather than a direct provider of goods and services. Through a competitive industrial base, the
manufacturing sector will become the engine of economic growth and development. The overall
strategy will be to strengthen and widen the country’s manufacturing base with emphasis on backward
and forward linkages given the country’s wide resource base. In this regard, the programmes, objectives
and strategies of the manufacturing sector during the FNDP are indicated in the matrix below.

Sector: Manufacturing
No. Programmes Objectives Strategies
1 Investment a) To lay the foundation | a) Promote investment in infrastructure in order to stimulate
Promotion for Private Sector private investment;
Development; b) Maintain a stable macroeconomic environment in order to
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Sector: Manufacturing

No. Programmes Objectives Strategies
b) To increase domestic deepen capital market development in the long term;
and foreign | ¢) Rationalise the Triangle of Hope Initiative into the PSD

investment in  the
manufacturing sector;
¢) To increase and | d)
diversify the range of
value added products
for both the domestic
and export markets.

Programme Establishment of a one window facility
(ZDAY);

Disseminate information on investment opportunities in
Zambia abroad..

2 Capital Market a) To develop and | a) Provide affordable private sector financing mechanisms
Development diversify the capital such as project financing for medium to long-term lease
market. financing;
b) Provide through the financial markets, affordable long-term
credit to support production and investment.

3 Technologyand | a) To improve a) Encourage practical proficiency through the development
Industrial Skills industrial skills of industry-relevant skills and on-the-job apprenticeships;
Development and craftsmanship; b) Provide incentives to facilitate technological transfer

b) To invest and through FDI;
generate adaptive c) Establish technical exchange programmes with foreign
science, countries;
technology, and d) Ensure that FDI facilitates technology transfer;
applied  research e) Establish technical exchange programmes with foreign

and development;
c¢) To promote links

companies.

between research
and technology
institutions  with
the manufacturing
sector.

4 MSME a) To promote Promotion development of indigenous investments through:
Development growth in micro, a) Improve access to funding and use of public procurement to
and Citizens’ small and support legally compliant MSMEs;

Economic medium-scale b) Support training of MSMEs in business management and
Empowerment manufacturing technical skills;
Initiative enterprises c) Strengthen the linkage between the MSMEs and large
(MSMEs). manufacturing firms, especially for MSMEs supplying
intermediate raw materials and those utilising labour-
intensive production processes;

d) Develop appropriate institutional and legal instruments to
support MSMEs, including the informal sector;

e) Develop an economic empowerment policy and
empowerment programme that, inter alia, provide business
development services to MSMEs;

f) Develop the Citizens’ Empowerment Initiative to ensure
that local entrepreneurs are afforded easy access to factors
of production, especially finance and land;

f)  Encourage partnerships between local businesses with
foreign companies in order to facilitate transfer of skills
through sub-contracting and training.

g) Promote supplier consolidation in identified bulk supply
needs, particularly for the mining sector.

5 Rural a) To develop rural- Develop an appropriate infrastructure in rural areas so as to

based industrial
enterprises

Industrialisation

a)

b)

support small-scale manufacturing, targeting the processing of
rural-based primary products, focusing on:

Address issues of economic viability and poor infrastructure
in order to ensure that more manufacturing entities are
established in rural areas;

Establish linkages between agricultural farming blocks,
industrial estates, and outgrower schemes in order to
establish industries close to the raw material source;
Develop of a rural industrialisation policy;

Assess the economic potential of rural districts;

Explore market opportunities for rural manufactured goods;
Develop new forms of small and medium financial services;
Promote the use of alternative and renewable sources of
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Sector: Manufacturing

No. Programmes Objectives Strategies
energy, such as solar power.

h)  Encourage on-site agro-processing in new agricultural farm
blocks;

i)  Establish partnerships between smallholders and emergent
farmers and commercial growing cash crops, such as
tobacco, sugar cane, ground nuts, sunflower and soya beans.

6 Product Quality | To improve the quality of | Improve the quality of local products in order to make them

Improvement domestic products competitive both regionally and internationally, focusing on:

a) Strengthen the testing, calibration, inspection, certification,
and accreditation procedures;

b)  Ensure that manufacturers affiliate to ZABS;

c) Disseminate information pertaining to quality control.

7 Cross-Cutting a) To reduce HIV and a) Mitigate the negative impact of the HIV and AIDS

Issues of HIV AIDS  prevalence pandemic;
and AIDS, and improve the b) Encourage gender equality in the manufacturing sector;
Gender, health  status of ¢) Reduce environmental degradation through government
governance and employees in the enforcement of pollution and emission control measures;
Environment manufacturing d) Sensitise factories/enterprises on the consequences of

sector; polluting the environment.

b) To promote the e) Strengthen corporate governance.
participation of

women and youths
in commercial and
manufacturing
activities;

c¢) To ensure that
enterprises  adopt
environmentally-
friendly production
systems.

12.6 Implementation, Monitoring and Evaluation Framework

The Government will ensure that there is compliance by industry to laws and regulations, such as those
relating to company tax and returns; stock exchange listing rules; and accounting, auditing, and
environmental standards. Moreover, the Government will harmonise existing industrial property rights
with those of other countries with a view to provide investors with the opportunity to benefit from the
international industrial and commercial property rights regime. This will ensure that local and
international investors are free from the risk of unfair expropriation.

The implementation of manufacturing sector strategies in the FNDP will involve a broad stakeholder
base that will rely on private sector initiatives and participation. The Government will play a facilitative
role with very minimal involvement in production. Market regulation and infrastructure development
will be the domain of the Government with full participation of the private sector under formal business
associations and representation. The Ministry of Commerce, Trade and Industry will take the lead in
ensuring that the manufacturing development strategy is implemented during the FNDP period. The
Ministry shall coordinate government intervention and regulation in the sector and provide the policy
focus.

In terms of monitoring of progress towards implementation and evaluation of results post-
implementation, various methods will be used such as the surveys. Monitoring and evaluation by the
SAG will ensure that programmes are on track and are delivering the desired results. Further, it will
also ensure that implementation slippages are corrected and aligned to evolving realities.

The key indicators to be tracked on a quarterly basis will be the index of industrial production,
employment levels, and investment performance. This will be complemented by annual tracking of the
growth rate of manufacturing GDP and employment in the manufacturing sector. These indicators shall
be made available from the national income accounts. Other programme-specific indicators will also be
used, including special studies on technical efficiency and productivity of large-scale and MSME
manufacturing firms.
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Lastly, a monitoring system will be used to assess performance in terms of inputs, process, outputs,
outcomes, and impact. Monitoring will be a continuous process, taking place at short intervals, in order
to understand and correct the performance of programme.
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13

Commerce and Trade

13.1 Introduction

Trade is widely viewed as an important tool for economic growth which, in turn, is a pre-requisite for
long-term poverty-reduction. With a small domestic market, Zambia will use its trade policies to take
advantage of external market opportunities and promote the diversification of the economy. The limited
domestic market size and low domestic purchasing power suggest that sustained economic growth must
be export-led. Active participation in multilateral trade will enable Zambia take advantage of
opportunities in foreign markets, while improving domestic competitiveness. Regional markets also
provide additional outlets for Zambian goods. In particular, the geographic proximity of regional
markets makes them attractive export destinations for products from small and medium enterprises, as
well as from smallholder farmers. Increased agricultural output from smallholder farmers, which is
directed at regional markets (e.g. in Common Market for Eastern and Southern Africa (COMESA) and
Southern Africa and Development Community (SADC) can assist in national poverty-reduction efforts.
Zambia shall, therefore, utilize its trade policy to promote economic growth and diversification, and to
address its poverty reduction goals.

13.2 Review of Past Performance

Zambia currently participates in international trade agreements at multilateral, regional, and bilateral
levels. At the multilateral level, Zambia is a member of the World Trade Organization (WTO). At the
regional level, the country is a member of the Common Market for Eastern and Southern Africa
(COMESA) and the Southern African Development Community (SADC). Zambia also participates in
the European Union — African Caribbean Pacific Cotonou Trade Protocol, which is planned to be
replaced by Economic Partnership Agreements (EPAs). Zambia also benefits from various preferential
trade arrangements such as the Everything-but-Arms Agreement (from the EU), the Africa Growth and
Opportunity Act (AGOA) from the USA and the ‘Canadian Initiative.’

Since the mid-1990s, the Government has pursued significant trade liberalization reforms, which were
aimed at simplifying the national trade regime, stimulating economic diversification, and promoting
export-led growth. Economic and trade liberalization in Zambia since 1991 has brought mixed effects.
Some benefited from external market opportunities (e.g. cut flowers, sugar, etc.) and economies of
scale. At the same time, several firms in the manufacturing sector (textiles and clothing, glass, paper,
wood and wood products, leather, rubber, etc.) lost not only sizeable domestic markets but also their
limited export markets. There was a rise in the cost of imports. External debt increased and the currency
depreciated.

Metal exports (copper followed by cobalt) have hitherto dominated Zambia’s exports. However, in an
effort to diversify the economy away from copper, the Government has directed its efforts at increasing
non-traditional exports by an annual target rate of 20 percent. These include horticultural, floricultural,
and other agricultural products, processed foods, manufactures, gemstones, and processed metal
products. Other exports include various categories of primary products, including cotton, tobacco, and
sugar sold on the world market. Non-traditional exports (NTEs) have shown a strong growth, rising
from US $124.0 million (or 4 percent of GDP) in 1993 to US $ 415.0 million (10 percent of GDP) in
2003. Analysis of import trends shows upward movement with growth registering an approximate 69
percent increase over the 1993 to 2003 period. Imports accelerated from a base of US $700 million
(21.4 % of GDP) in 1993 to US $1,551 million (36.0% of GDP) in 2003, which in absolute terms was
more than double the imports in 1993. As a result, imports as a percentage of GDP rose from 21.4
percent in 1993 to 36.1 percent in 2003. A notable trend in the trade statistics is that whereas from 1993
to 1997 exports were consistently above import magnitudes, this situation reversed from 1998 onwards
with imports outstripping exports. This was largely attributable to increased imports of capital goods as
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privatised companies acquired new plant and machinery to refurbish their factories and mines. The
result has been a negative trade balance leading to an increasing trade deficit.

Mining and quarrying still continue to dominate the trade sector, contributing around 6 percent to real
GDP and some 70 percent of Zambia’s earnings from merchandise exports. Agriculture, including
livestock, forestry, and fishing, accounts for about 17 percent of GDP and over 70 percent of
employment. The manufacturing sector is the source of just over 11 percent of employment and around
18 percent of GDP. The services sector, meantime, provides the bulk of non-agricultural employment
opportunities in Zambia, and accounts for nearly 60 percent of GDP.

An assessment of the trade sector’s performance for the period 1993 to 2003 shows a declining trend.
The share of merchandise trade in GDP has declined steadily from 62.2 percent in 1993 to 1996 to an
average of 56.5 percent for the period 2000 to 2003. The decline has been attributed mostly to the poor
performance of the mining sector during the period 1965 to 1975. During this period, other external
financial difficulties, such as the depletion of international reserves also contributed to the problem.
Merchandise exports registered a decline of 21 percent as a percentage of GDP, with these barely rising
from US $1,030 million in 1993 to US $1,080 million in 2003 after peaking at US $1,238 million in
1995. This represents a meagre growth, which was negatively affected by the steep decline in exports of
copper and cobalt. Overall metal exports dropped by about 48 percent up to 1999 before recovering by
43 percent over the remaining five years. Consequently, exports as a percentage of GDP also dropped
from 31.5 percent to 25.0 percent.

The size of Zambia’s trade deficit steadily increased over the period 1993 to 2003. Recent increases in
the size of the deficit are partly explained by higher import costs needed for refurbishment of privatised
mines, as well as the high costs of other imports such as machinery, crude oil, chemicals, iron, and
steel. Export trends are shown in Table 13.1.

Table 13.1: Export Trends, 2000- 2004

2000 2001 ‘ 2002 ‘ 2003 ‘ 2004
(as percentage of total value of merchandise exports)

Metal Exports 66.41 65.42 60.31 61.71 69.46
NTEs 33.6 346 39.7 383 30.5
- Engineering products 2.6 24 24 27 4.1
- Floricultural products 43 38 33 21 1.7
- Gemstones 2.0 2.3 4.0 2.2 1.0
- Horticultural products 35 4.0 4.8 42 23
- Primary agricultural products 4.7 5.7 8.2 9.0 103
- Processed and refined foods 4.5 48 4.7 4.1 31
- Textiles 4.6 38 2.8 24 1.6
Total export growth % 1.64 14.91 2.83 16.85 46.43
Metal export growth % 113 13.22 -5.14 19.57 64.82
NT export growth % -13.42 18.27 18.12 12.72 16.80
Total Exports US $ million 784.73 901.81 928.03 1,084.40 1,587.92

Source Export Board of Zambia

In order to promote agricultural trade, the predominant issues include the need to create access to both
markets for inputs and products for rural farmers. Concerning small-scale mining, particularly
gemstones, there is immense potential to earn the country up to US $600 million per annum as long as
the Government is able to monitor and regulate investors in the sector, provide sound information to
potential investors on available mining plots, and establish a transparent marketing mechanism.
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Manufacturing, particularly of textiles, garments, and processed foods offer key opportunities to expand
trade in this sector. Processed foods have potential markets in the European Union and the Democratic
Republic of Congo. Locally, there is potential to expand trade in the food, beverages, and tobacco sub-
sectors. The tourism sector also provides a key growth opportunity for Zambia.

Although the agricultural sector has recorded consistent and commendable growth since 2000 and has
increasingly become the largest pillar for NTE growth, many problems still affect the sector’s
performance record. For example, the sector has continued to be burdened by levies and taxes, poor
road infrastructure, inadequate government extension services, crop piracy in cotton and tobacco
amongst many others. The other major challenges to export expansion in Zambia include the following:

a) Poor infrastructure, including inadequate road and railway networks;

b) High costs of telecommunications;

C) High transportation costs due to landlocked status, which increases the costs of inputs for
Zambian exporters;

d) Uncertain business environment, including high inflation, high tax rates, high cost utilities, and
burdensome regulations;

e) Inadequate access to credit facilities, and high cost of capital;

f) Low levels of productivity due to lack of skilled labour;

9) Lack of modern technology;

h) Inability to meet standards requirements of foreign markets due to lack of appropriate standards
and certification facilities; and

i) Non-technical barriers to trade, including sanitary and phytosanitary regulations

13.3 Policies and Key Reforms

During the Plan period, the Government shall continue with the identification of appropriate trade
expansion measures in the context of the PSD Programme. Moreover, the Government shall remain
engaged in multilateral trade negotiations at the WTO in order to secure preferential trading
arrangements that provide access to foreign markets. Already, Zambia benefits from various
preferential schemes such as the Everything-but-Arms Initiative (from the EU); the African Growth and
Opportunity Act (AGOA); the Canadian Initiative; and other trade preferences provided under the
Generalized System of Preferences (GSPs) for developing countries. Zambia is also a signatory to the
EU-ACP Cotonou Trade Protocol, and is currently negotiating Economic Partnership Agreements
(EPAs) with the EU as part of the Eastern and Southern African (ESA) configuration. The Government
shall continue with these initiatives during the Plan period.

To achieve the objective of export promotion, the Government shall continue working on the concept of
Multi-Facility Economic Zones (MFEZs) which takes into account domestic trade, investment and
exports. The operationalisation of MFEZs will be done through the Zambia Development Agency
(ZDA). This shall continue to be supplemented by the Private Sector Development (PSD) programme
that was launched in 2004, aimed at, inter alia, providing an enabling environment for private sector
economic activity and addressing trade impediments. Under the FNDP, the Government will also
introduce a legal and regulatory framework to ensure the protection of industrial and commercial
property rights. During the FNDP a tariff commission will also be established to facilitate the effective
implementation of trade remedies and oversee tariff classification, rationalization and implementation.

In the light of the above, the broad policy objectives of the trade sector during the FNDP period are as
follows:

a) Transform the Zambian economy into a diversified and competitive one which is well
integrated into the international trading environment;

b) Stimulate and encourage value-addition activities on primary exports as a means of increasing
national earnings and income flows;

c) Stimulate investment flows into export-oriented production areas in which Zambia has

comparative and competitive advantages as a strategy for inducing innovation and technology
transfer into the national economy;

d) Formalize, monitor and regulate domestic trade activities with a view to promoting and
stimulating a vibrant domestic trading sector; and
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e) Assist domestic firms to increase their levels of efficiency and, therefore, withstand increasing
competition in the domestic market.

The Government’s major aim is to create a link between primary extraction and industrialization
through addition of value to primary goods, especially those for export. Such a programme is expected
to induce capital market development, skills development, technology, research and development,
micro, small and medium enterprise development and rural industrialization.

13.4 Vision and Goal
The vision is: To become an export-driven, competitive and viable commerce sector by 2030.

The goal is: To improve the quality of locally produced goods and services and increase Zambia’s
share in world exports.

13.5 Programmes, Objective and Strategies

In order to take advantage of the international trade opportunities and Zambia’s comparative advantage
in selected products and, thereby, achieve the objectives of the trade sector, the main programmes and
strategies for the sector are indicated in the matrix below:

Sector: Commerce and Trade
No. Programmes Objectives Strategies
1 Promotion of To  strengthen | a) Strengthen infrastructure capacity at the Zambia Bureau of
Standards, and decentralize Standards ZABS and Zambia Weights and Measures Agency
Quality the (ZWMA);
Assurance, administration b) Decentralize  standards, testing and certification
Metrology and of testing and infrastructure;
Accreditation certification c) Affiliate to international certification and accreditation
bodies;
d) Capacity-building and training programmes for officials at
MCTI/ZABS/ZWMA at other regional certification bodies;
e) Facilitate certification and accreditation other laboratory
centres.
2 Export Increase volume | a) Finalize and implement national export strategy;
Promotion of Zambian | b) Improve and promote market access;
exports, c) Promote domestic value addition and export of high value
particularly in products;
non-traditional d) Facilitate effective participation in trade fairs, forums and
sectors expositions;
e) Capacity building of trade promotion agencies and private
sector associations;
f)  Establish export financing facility;
g) Disseminate export information to potential exporters;
h)  Conduct market research studies.
3 Enhancement of Formalize and | a) Promote the consumption of locally produced goods and
Domestic Trade monitor services;
and Competition | domestic trade | b) Promote and facilitate the development of micro and small
activities and business enterprises;
stimulate a | ¢) supervise and monitor trade licensing programmes;
vibrant domestic | d) Compile and disseminate domestic commerce and trade data;
trading sector e) Organize and participate in domestic trade fairs;
f)  Ensure fair and competitive market practices in Zambia;
g) Ensure compliance with Corporate Social Responsibility
Tenets (CSR);
h)  Promote local economic development;
i) Ensure compliance with fair procurement procedures in the
economy;
J)  Implement Local Business Development Programme;
k)  Implement the Citizens Empowerment Act .
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Sector: Commerce and Trade
No. Programmes Objectives Strategies
4 Trade Promotion | To secure | a) Capacity building in trade-related issues for the private
(Multilateral, improved sector;
Bilateral and market access | b) Strengthen trade reference centres in government, private
Regional) for Zambian sector, and other relevant institutions;
goods and | ¢) Hold regular meetings with domestic stakeholders to
services facilitate effective dialogue;
d) Build effective negotiation capacity for multilateral, regional
and bilateral trade Agreements;
e) Utilize the services of Zambian missions abroad by
establishing regular consultations on trade and investment.
5 Establishment of | To facilitate the | a) Establish Tariff Commission;
Tariff effective b) Review and formulate tariff policy;
Commission implementations | ¢) Review tariff structure and levels;
of trade | d) Review other measures affecting trade (e.g. subsidies, tax
remedies  and structures; incentives);
oversee  ftariff | e) Build capacity to conduct investigations into unfair trade
classification, practices and ensure the proper application of rules of origin;
rationalization f)  Improve capacity to implement trade remedies.
and
implementation.
6 Promotion of Increase trade in | a) Conduct comprehensive domestic trade assessments;
Commercial services b) Formulate national strategy on trade in services;
Services ¢) Conduct training seminars for domestic private sector on the
development and trade of services products;
d) Implement annual services audit survey;
e) Promote investment opportunities in trade in services.
7 Elimination of Reduce  trade | a) Improve transportation infrastructure;
Trade-related related  supply | b) Facilitate Public Private Partnerships (PPP) development ;
Supply constraints c) Improve access to financial services;
Constraints d) Facilitate technology transfer;
e) Undertake value chain analysis.

13.6 Implementation, Monitoring and Evaluation Framework

The Ministry of Commerce, Trade and Industry will work actively towards achieving the goal and
objectives spelt out in the FNDP. In addition, other institutions, namely, Zambia Development Agency
(ZDA), Zambia Bureau of Standards (ZABS), Zambia Weights and Measures Agency (ZWMA),
Patents and Companies Registration Office (PACRO) and the Zambia Competition Commission (ZCC)
will also play an active role in ensuring that the goals of the FNDP in the trade sector are realised. The
Ministry of Commerce, Trade and Industry will be the lead execution agency for the implementation
and monitoring of the commerce and trade sector programmes during the FNDP. The other major
players in the implementation and monitoring of the commerce and trade sector programmes will be the
following institutions:

a)  Zambia Development Agency (ZDA) is to act as a one stop shop for implementing the export
promotion programme and will provide monitoring and evaluation information on a monthly
basis. ZDA will also participate in the quarterly monitoring and evaluation of this programme;

b)  The Zambia Bureau of Standards (ZABS) and the Zambia Weights and Measures Agency
(ZWMA) will be responsible for the implementation of the Standards Quality Assurance,
Accreditation and Metrology programmes;

¢)  The Ministry of Commerce, Trade and Industry will be responsible for the implementation and
monitoring of the trade programmes; and

d)  The Zambia Competition Commission (ZCC) will be responsible for implementing programmes
relating to Consumer Welfare Protection and Competition and Fair Trading.

Implementation of the various programmes will also be closely aligned to other government initiatives
in the Medium Term Expenditure Framework (MTEF). The basis for implementation shall be through
the annual work plans, which will also form the basis for monitoring and evaluation of programmes and
strategies.
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The Sector Advisory Group (SAG) will constitute the forum through which reporting will be achieved
on a quarterly basis. Departments and participating institutions will be required to submit quarterly
progress reports to the coordinating unit of the SAG. The Ministry of Commerce, Trade and Industry
will annually set up stakeholders’ review taskforce meetings to evaluate effectiveness of the
programmes.

The performance of the commerce and trade sector programmes shall be monitored through the tracking
of key indicators that include new certified products entering the market; volume of trade; and the value
of export earnings from non-traditional exports in regional, European, North American and other
markets.
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Energy

14.1 Introduction

Zambia is richly endowed with a range of indigenous energy sources, particularly woodlands and
forests, hydropower, coal and renewable sources of energy. Woodland and forests cover about 66
percent of the total land area and provide about 70 percent of the country’s energy requirements. The
country’s hydropower resource potential stands at an estimated 6,000 Mega Watts (MW) while the
installed capacity is a mere 1,876 MW. Hydroelectric plants represent 99 percent of electricity
production in the country with the major sources being Kafue Gorge, Kariba North Bank and Victoria
Falls Power Stations. The country’s electricity is predominantly consumed by the mines, accounting
for 68 percent while households only use 19 percent of the total.

Proven coal reserves are estimated at 30 million tons with several hundred million tons of probable
reserves. Currently, only two coal mines are in operation at Maamba with a design output of 1 million
tons per annum. In recent years, the contribution of coal to total energy consumption has declined to
barely 2 percent due to production constraints. Established infrastructure for petroleum import and
processing include the 1,710-kilometre TAZAMA Pipeline, the INDENI Petroleum Refinery and the
Ndola Fuel Terminal. INDENI is designed to process around 1 million tons of spiked crude per
annum.

The availability and accessibility of modern energy services result in sustained economic growth,
environmental protection and poverty reduction. Access to energy services is a prerequisite to the
achievement of the Millennium Development Goals. In implementing the FNDP, poverty can be
reduced by increasing access to energy services. Every economic and social sector needs adequate,
reliable and affordable energy input to grow.

14.2 Review of Past Performance

The performance of the energy sector has been closely linked with the level of economic activity in
the country. For instance, during the period 1990 to 2002, the energy sector’s growth was constrained
by the economic decline experienced during the period, especially in the mining sector, the biggest
consumer of petroleum and electricity. Some of the significant characteristics of the energy sector
during the past decade include the continued rise in the consumption of wood fuel, rising
international and domestic oil prices, frequent breakdowns in Zambia’s petroleum delivery
infrastructure, such as the Single Buoy Mooring (SBM), and Petroleum Tank Farm in Tanzania, the
TAZAMA Pipeline, and the INDENI Refinery.

As shown in Figure 14.1, the overall consumption of commercial energy (petroleum, electricity and
coal) has been declining over time accounting for 32 percent of national total energy consumption in
1990 while by 2001 it had fallen to 21 percent. This was due mainly to the decline of the copper
dependent economy in the 1980s and 1990s. Wood fuel (firewood and charcoal) remains the
dominant source of energy in Zambia, accounting for almost 80 percent of total energy consumption.
Firewood is predominantly consumed by rural households while charcoal is a major source of energy
for urban households. Woodlands and forests cover about 54 percent of the total land area with the
growing stock equivalent to 4,355 million tons of wood that provides about 80 percent of the nation’s
energy needs. Annual loss of forest cover was estimated at 1.2 percent for the 1975 to 2003 period.
Much of the loss was due to land clearing for agricultural use rather than energy purposes. The
charcoal industry provides employment for about 50,000 people in rural and urban areas.
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Figure 14.1: Energy Consumption Trends, 1986-2002

Source: Department of Energy, 2003

The PRSP/TNDP focused on poverty reduction through increased electricity access rates, promotion
of efficient charcoal production and utilisation and use of alternative household fuels, such as
millennium gel fuel and liquid petroleum gas (LPG). Exports of power were to be increased from the
current levels of 100 MW to 600 MW. The following progress was recorded during the PRSP /TNDP
period.

14.2.1 Electricity Sub-sector

14.2.1.1 Electrification of rural areas: The electrification of rural areas continues to be slow.
Nevertheless, the Government has established the Rural Electrification Authority (REA) to spearhead
faster electrification of rural areas.

14.2.1.2 Power Rehabilitation Project: The Project’s components include the Victoria Falls, Kafue
Gorge and Kariba North Bank; ZESCO Power Transmission System; Lusaka distribution network;
the distribution networks of Ndola and Kitwe on the Copperbelt; loss reduction in the Lusaka west
area; Gwembe-Tonga Development Programme; ZESCO Institutional Strengthening; and
Hydropower Development and Transmission Line Policy. Rehabilitation of some of the components
has been completed while the remaining works will continue during the period of the FNDP.

14.2.2 Petroleum Sub-sector

Petroleum Rehabilitation Project: The components included the rehabilitation of the TAZAMA
Pipeline from Dar Es Salaam to Ndola, including the tank farm in Dar-es-Salaam; cathodic protection
of the pipeline; refurbishment and improvement of pumps on the pipeline. Other components include
improvement of telecommunications; rehabilitation of the Ndola fuel terminal; construction of a
40,000-ton capacity crude oil tank in Ndola; and creation of a Technical Cell on petroleum in the
Ministry of Energy and Water Development. The Government will seek to mobilise resources from
both public and private sources during the FNDP period to rehabilitate and refurbish the petroleum
infrastructure.

14.2.3 Biomass

14.2.3.1. Promotion of Efficient Production and Utilisation of Wood Fuel: The programme has so far
involved the production of a Charcoal Production Manual and dissemination of improved wood fuel
stoves. This programme will continue during the FNDP period.

14.2.3.2 Promotion of Gel Fuel and Liquid Petroleum Gas: The aim of these efforts is to provide an
alternative to wood fuel for household energy requirements. The net result of these efforts is to
achieve an annual saving in wood of about 10 percent of total wood consumption, which is equivalent
to 400,000 tons per annum.

14.3 Policies and Key Reforms

There are a number of structural and management issues that the Government is addressing and will
focus upon during the FNDP period. Firstly, energy management is considered an important activity
and an area of investment whose benefits have not been fully exploited. This is due mainly to lack of
awareness of the significant direct savings that can be generated at consumer and national level
through prudent energy efficiency and conservation practices. The implementation of energy
conservation and substitution practices has in the past been undertaken on a very low scale in both
households and industry. It is anticipated that the implementation of these measures will be enhanced
during the FNDP period. Secondly, the underlying principle for the policy on energy pricing is to
ensure that costs among consumers are allocated according to the burden that they impose on the
energy delivery system. Additionally, the policy aims at ensuring that a real return on investment and
a minimum level of service to persons who cannot afford the full costs are provided for. In the light
of this, the Government shall review the current pricing mechanisms in the energy sector to reflect
existing arrangements in the market in addition to ensuring that a subsidy mechanism is put in place
to mitigate high energy prices, especially in rural areas.
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The FNDP aims to ensure that Zambia has reliable, affordable and environmentally sound energy for
sustained social and economic development. Its focus is to meet the energy challenge by increasing
options and exploitation of Zambia’s indigenous energy resources for a better future. In order to
derive maximum sustainable benefits from Zambia’s abundant renewable energy resources, such as
solar, wind, geothermal, biogas, mini and micro hydro plants, research and development will also be
a priority during the FNDP period.

The Ministry of Energy and Water Development (MEWD) is responsible for the formulation and
implementation of policy in the energy sector. The adoption of the National Energy Policy (NEP) in
1994 was meant to strengthen the management and coordination of energy sector activities at
government level. At institutional level, the policy was meant to improve the efficiency and
effectiveness of service delivery by the Boards and utilities in the energy sector. Consequently,
appropriate pieces of legislation in the form of the Energy Regulation, Rural Electrification and
amended Electricity Acts have been enacted. These pieces of legislation have provided for the
formation of the Energy Regulation Board and the Rural Electrification Authority.

While some of the aspirations of the 1994 NEP are still valid, the Ministry is in the process of
reviewing it and the new policy is expected to take into account new developments not only in the
energy sector but the economy as a whole. Some of the policy issues to be addressed include
measures on bio-fuels and strategic petroleum reserves. In addition, the policy will seek to encourage
more players in the electricity industry through a legal framework that promotes easy access to the
electricity supply industry both at producer, supplier and customer end. To achieve this, the NEP
embraces the National Grid Code which outlines the rules for all the players in the sector.

Under the Public Sector Reform Programme, MEWD was restructured in 2003 to strengthen the
management and coordination of the energy sector. However, issues of petroleum and coal supply
and utilisation are still inadequately addressed, an aspect that shall be corrected during the FNDP.
Existing institutions and the legislative framework will be strengthened through the review of the
institutional capacity and implementation of the energy sector’s reform measures. In the supply of
petroleum products, mechanisms will be worked out regarding the most effective means of
procurement of petroleum products and the management of the fuel terminal in Ndola. Similarly, the
Government shall put in place an industry structure that will promote private sector participation and
competition and facilitate increased access to electricity services. Moreover, as a way of promoting
the wider exploitation of the existing potential, a coordinating mechanism for renewable energy
technologies development shall be created. Access is expected to increase rapidly after competitive
tariffs have been adopted after the industry undergoes further reforms and when the NEP is adopted.

The Government is pursuing other reforms in the petroleum sub-sector to include modalities for
setting up strategic reserves of petroleum products and facilitating private sector participation in the
procurement of petroleum feedstock for refining. The idea behind the setting up of strategic
petroleum reserves is to ensure stabilisation of supply of petroleum products on the local market in
the event of disruptions in supply of the product on the international market.

During the FNDP period, the projects to be implemented through public-private partnerships, the

Government or the private sector include those listed below:

a) Kafue Gorge Lower Power Station with the potential to generate 750MW. The project is
anticipated to be developed through the public-private partnership model;

b)  Kariba North Bank Extension, estimated at 320MW;

c) ltezhi-Tezhi Hydropower project with a capacity of 120 MW. Additional to this is the
construction of a 200 km 220 kV transmission line from Itezhi-Tezhi to Choma (Muzuma),
which is the nearest point of inter-connection to the national grid;

d) The Zambia-Tanzania-Kenya Inte-rconnector project involving the construction of a total of
700 km of 330 kV transmission line, 600 km on the Zambian side and about 100 km on the
Tanzanian side. In addition, 200 km of 330 kV transmission line will be built from Arusha to
Nairobi. The proposed line will be able to supply an estimated load of up to 200 MW of power
in Phase 1. In Phase Il another 200 MW will be exported to the East African market. Private
and public investors are expected to develop the project;
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f)
9)

h)

)
k)

1)

m)

The Zambia-Democratic Republic of Congo Inter-connector is being developed by Copperbelt
Energy Corporation (CEC) and SNEL. This will enable power transfers of up to 500 MW from
Congo DR to the Southern African market. A 200 km 330 kV line between Luano and Solwezi
was commissioned by ZESCO in 2004 to supply power to Kansanshi Copper Mines. A further
70 km of 330 kV line will be constructed to supply power to Lumwana Mine and will be
extended to Kolwezi in Congo DR;

Electrification of farm blocks and other social and health institutions;

Development of bio-fuels and other renewable energy programmes that aim to work towards
the integration of the use of renewable sources of energy in the provision of energy services to
communities;

Implementation of energy efficiency and conservation measures, including improved
household and industry fuel combustion technologies;

Implementation of Phase Il of the Zambia-Namibia 220 kV Inter-connector from Victoria Falls
to Katima Mulilo;

Hwange-Livingstone 330 kV Inter-connector (Zimbabwe-Zambia). The inter-connector is
meant to decongest the Insukamini-Phokoje-Matimba 400 kV line;

The Kalungwishi Hydro Power Scheme (200 MW) to supply the northern part of the country to
stabilise and increase the reliability of the National Grid. All major power stations are located
in the Southern and Central parts of the country. The scheme would also be strategic to the
regional power supply system linking to the Congo DR and Tanzania;

Development of the Lunsemfwa Lower Hydro Power Scheme (55 MW) to support mining and
agriculture in the Central and Copperbelt provinces; and

Development of both mini/micro and other hydro electric potential not captured above by both
public and private sectors.

The development of these projects will lead to tremendous increase in access to energy services.

14.4 Vision and Goals

The vision is: Universal access to clean, reliable and affordable energy at the lowest total economic,
financial, social and environmental cost consistent with national development goals by 2030.

The goal is: To ensure availability and accessibility to adequate and reliable supply of energy from
various sources at the lowest total economic, social and environmental cost consistent with national
development goals of sustained growth, employment generation and poverty reduction.

14.5 Programmes, Objectives and Strategies
The matrix below presents the energy sector’s programmes, objectives and strategies.

Sector: Energy

Programmes Objectives Strategies
1 Energy Sector To strengthen the institutional, | a) Institute a legislative and institutional
Reform legal and policy framework in framework to facilitate the effective
order to ensure effective development of the energy sector;
development, management | b) Institute legislative reforms in the
and provision of quality sector;
energy services c) Implement policy reforms in the
sector;
d) Undertake institutional reforms in the
sector;
e) Review the regulatory and pricing
mechanism in the sector
f) Put in place policies that ensure poor
households have access to more
efficient energy sources.
2 Electricity To increase generation | a) Mobilise financial and technical
Generation and capacity, accessibility resources to facilitate the
Transmission Line (through transmission _lines) implementation of new infrastructure
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Sector: Energy

Programmes

Objectives

Strategies

Development

and trade of electricity

development projects.

3 Strategic Petroleum | To ensure security of supply of | a) Design and implement an institutional
Reserves petroleum  products in the and operational framework for the
country management of strategic petroleum

reserves;
b) Mobilise financial resources and
develop infrastructure for the reserves.

4 Rural To increase electrification | a) Develop and implement the Rural
Electrification levels in order to increase Electrification Master Plan;

access for social economic | b) Develop Micro/Pico hydro power
development in rural schemes in order to increase access to
communities electricity services in rural areas;
c) Mobilse financial resources to promote
rural electrification.

5 Bio-Fuel To facilitate the development | a) Develop a strategy for promoting the
Development of  biofuel industry utilization of bio-fuel;

b) Develop a bio-fuel development
implementation. strategy

6 Management of To enhance an enabling | a) Develop and implement a petroleum
Petroleum Sub- environment for stable and management plan;
sector and increased supply and security | b) Mobilise resources for rehabilitation of
Rehabilitation of of supply of petroleum petroleum infrastructure;
Infrastructure ¢) Rehabilitate petroleum infrastructure.

7 Hydrocarbon To explore for hydrocarbon | a) Promote oil exploration by the private
Exploration resources in order to increase sector;

security of supply b) Mobilise financial resources for
exploration;
¢) Develop capacity in Government to
manage hydrocarbon resources;
d) Develop a framework for entry into the
exploration industry.

8 Energy Efficiency To promote energy efficiency | a) Develop and implement programmes
and Conservation and conservation that promote increased  energy

conservation and management
practices in households and the
industrial sector;

b) Mobilise financial resources for the
above programmes.

9 Renewable and To provide and disseminate | a) Undertake a comprehensive
Alternative Energy | up to date information on assessment of renewable energy
Development and renewable and alternative potential in selected parts of the
Promotion energy resources for effective country in order to develop a resource

planning and  awareness, map and bankable project proposals;
development, management | b) Conduct awareness campaigns.
and utilisation

10 | Creation of Energy | To create opportunities for | a) Promote gassification technology;

Development Fund | different types of energy | b) Promote the development of bio-fuel;
projects c) Promote other renewable energy
technology.

11 | Promotion of To promote the efficient | @) Promote and carry out practical
Improved Charcoal | production of charcoal in demonstrations and pilot schemes on
Production order to create an opportunity the efficient usage of charcoal;
Technology for improved charcoal | b) Mobilise financial resources for

production technology promotion of improved charcoal
production;
c) Develop an implementation strategy
for improved charcoal production.

12 | Gender and HIV To ensure that gender and | a) Develop and implement specific
and AIDS HIV ~ and  AIDS are measures in the sector to enhance
Mainstreaming mainstreamed in all the mainstreaming of cross-cutting issues

energy programmes or project such as gender and HIV and AIDS;
preparation and | b)  Mitigate the negative impact of HIV

implementation

and AIDS in the energy sector.
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Sector: Energy

Programmes Objectives Strategies
13 | General To effectively manage and | Develop and implement human resources
Administration and | develop human resources for | development and management plan.
Organization efficient performance of the
sector

To undertake and coordinate | Develop  monitoring and  evaluation
the planning, monitoring and | guidelines.

evaluation of energy sector
programmes and projects in
order to ensure their effective
implementation

14.6 Implementation, Monitoring and Evaluation

Ministry of Energy and Water Development (MEWD) will be the core institution, which will
facilitate the effective implementation of energy programmes in the FNDP. In this regard,
MEWD will assist by providing the necessary conducive environment. The Energy SAG,
comprising various stakeholders, will play a coordinating role in sector development in
collaboration with relevant government institutions. It will ensure that regular and continuous
checks and documentation activities are adopted to ascertain whether objectives and planned
programmes/activities have been implemented and have realised the desired outputs and
impact. The Ministry will ensure that an effective approach for the collection of data for
monitoring purposes is put in place.

The decentralisation policy and Decentralisation Implementation Plan (DIP) will facilitate the

participation of districts in the monitoring of results and recommend changes when required
and where necessary.
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15

Science and Technology

15.1 Introduction

In the contemporary society, Science and Technology are considered to be central to creating wealth
and improving the quality of life. A well developed science and technology sector is fundamental as it
allows countries to generate new scientific knowledge, to wisely select and implement existing
technologies, and to effectively adapt them to local circumstances. To achieve these tasks, a critical
mass of human resource base, built by science and technology concerted effort is urgently required
through more investment and efficient allocation of existing resources.

15.2 Review of Past Performance

In Zambia, the development of science and technology has been constrained by a number of factors that
include, in historical perspective, the fact that the colonial government considered the country
principally as a source of raw materials. During this time, industrial apprenticeship focused on hands-on
skills development as opposed to analytical skills that are usually required for high level advancement
of science and technology. This meant that, at independence in 1964, Zambia had no critical human
resource to promote science and technology development and application. After independence, the
Government invested heavily in human resource development by establishing the University of Zambia,
Zambia Institute of Technology, and regional agricultural research centres. Notwithstanding this, the
country has failed over the years to consolidate the initial developments in science and technology as a
result of under-funding; inadequate policy focus on science and technology; limited integration of
curricula in training institutions and the world of work; and insufficient investment by the private sector
in innovative ideas.

The situation in science and technology in Zambia can be described as relatively underdeveloped, as
measured by Technology Achievement Index. The index measures how well a country is creating and
diffusing technology and building up its human skills base. It includes research and development
expenditures as percent of GNP, number of scientists and engineers per million population, number of
patent applications and percent of exports with high technology content to total manufacturing exports.
Between 1990 and 2003, according to Human Development Report (HDR) 2005, Zambia spent an
insignificant proportion of her GDP on research and development.

Zambia has about 1,000 scientists and engineers per million population engaged in research and
development, which is approx. 1 scientist/engineer per 1000 Zambians. This ratio is insignificant to
make any meaningful contribution in the science and technology sector. Patent applications provide
another indicator of a country’s technological innovation capacity and performance. The number of
Zambian patents since 1988 registered with the Patents Office is 28. This number of patents is very low
compared to the fact that over 2 million Zambians have post-secondary school qualifications.

There are a number of research centres that have been established in Zambia with a view to undertake
S&T-related research. They include the Zambia Agricultural Research Institute (ZARI); the National
Institute for Scientific and Industrial Research (NISIR) - formerly National Council for Scientific
Research (NCSR); the National Malaria Control Centre (NMCC); the Tropical Diseases Research
Centre (TDRC); Universities and the Golden Valley Agricultural Research Trust (GART). Research
and development institutions have achieved many successes in the development of processes and
technologies in the area of carbonated drinks such as Tip-Top, Masuku wine, school chalks, improved
seed varieties and ceramic wares, which culminated in the formation of Zambia Ceramics Ltd. These
achievements have had direct and spill-over effects on the Zambian people.

The way forward for science and technology in Zambia is to increase accessibility to high quality
laboratory facilities; increase funding for research and development; increased high levels of
commercialization of research and development results; sufficient numbers of well trained science and
technology personnel; motivation for research and development personnel; significant links with the
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international scientific community and high accessibility to the global stock of up to date scientific and
technological knowledge.

15.3 Policies and Key Reforms

Science and technology programmes are implemented across all sectors of the Zambian economy. To
facilitate this process, the National Science and Technology Policy was formulated in 1996 and the
Science and Technology Act No. 26 of 1997 set the legal environment for implementation of the policy.
The mission of the National Science and Technology Policy is to promote and exploit science and
technology as an instrument for developing an environmentally friendly indigenous technology capacity
in a sustainable socio-economic manner in order to improve the quality of life in Zambia. The overall
policy objective with respect to research and development is to embed science and technology as part of
the culture of the key economic sectors and to promote competitiveness in the production of a wide
range of quality goods and services.

In terms of institutional reforms and in its effort to address the problems experienced by research and
development institutions, the Ministry of Science, Technology and Vocational Training (MSTVT)
undertook a rationalisation programme of the science and technology systems. Accordingly, NCSR was
replaced with NISIR by the Science and Technology Act 26 of 1997, which effectively de-linked the
coordination and advisory functions of NCSR from research activities. Consequently, the National
Science and Technology Council (NSTC) was created with a view to coordinate, monitor and
implement science and technology policies as well as advise the Government on the same. Similarly,
the Government, through statutory instrument No. 13 of 1999, created the National Technology
Business Centre (NTBC), whose function is to promote research and development products to the end
users, that is industry and the commercial sector.

The Government will facilitate innovations that shall be characterised by sustainable and equitable
distribution of the benefits. Consequently, the following legal and policy reforms are envisaged during
the FNDP period:

a)  Review of the National Science and Technology Policy;

b)  Enactment of Bio-safety legislation;

c)  Formulation of an Intellectual Property Rights policy;

d)  Formulation of a National Policy on indigenous knowledge, genetic resources and folklore; and
e)  Review of Science and Technology Act and related Acts.

15.4 Vision and Goal
The vision is: A Zambia where science and technology and innovation are the driving forces in national
development by 2030.

The goal is: To enhance the contribution of science and technology to national productivity and
competitiveness.

15.5 Programmes, Objectives and Strategies
The matrix below presents the programmes, objectives and strategies for the science and technology
sector during the FNDP.

Sector: Science and Technology

No. Programmes Objectives Strategies
1 | Research and To identify and conduct | a) Identify sectors/industries of national economic growth
Development research and development and targeting research and development results and their
activities in areas of focus towards these sectors;
national priority b)  Encourage interdisciplinary research;

¢) Conduct target-specific research and development;

d) Provide target-specific research and development funds;

e) Identify technological needs in areas of national priority;

f) Establish research and innovation funds for priority

research.

2 | Human Resource To develop and retain | a) Link support in staff development for research and
Development and qualified  science and development institutions to approved training programmes;
Retention technology b)  Improve conditions of service;

personnel c) Re-engage retired highly experienced scientific and

Fifth National Development Plan 2006 — 2010 141



technological staff to impart knowledge in young
scientists;

d) Introduce performance based annual/bi-annual awards
among research and development institutions and staff;

e) Develop linkages with the TEVET and tertiary system;

f) Increase proportion of bursary scheme allocated to females
taking science and technology-related courses.

3 Infrastructure To develop, rehabilitate | a) Prepare annual development, rehabilitation and
Development and and maintain science and maintenance programmes;
Rehabilitation technology infrastructure b) Allocate adequate funding towards the objective.
4 | Commercialisation | To promote and | a) Facilitate participation of research and development
of R&D commercialise results of institutions in  fairs/exhibitions, public discussions,
research and business forums;
Development.) b) Ensure publication of results of various research and

develop activities;

c) Prepare and product promotional materials by research and
development institutions;

d) Provide tax rebates to commercial entities taking
technology from local research and development
institutions.

5 | Policy, Legislative | To review and strengthen | a) Identify constraints in the policy, legal and institutional

and Institutional the policy, legal and environment of the sector.
Strengthening institution framework

6 Popularisation of To create and promote | a) Develop an effective information, education and
Science and public awareness on the communication system;
Technology in role of science and | b) Promote the concept of open or field days in all research
National technology in national and develop institutions;
Development economic development c¢) Ensure science week activities are conducted in all

provincial centres;

d) Promote district, provincial and national JETS fairs;

e) Create incentives to promote active participation in
research and develop by the private sector;

f)  Promote science and technology through activities of the
proposed Museum of Science and Technology in Ndola;

g) Encourage female participation in science and technology
related courses.

15.6 Implementation, Monitoring and Evaluation Framework

The monitoring and evaluation of the implementation of the programmes under the FNDP will be
achieved through the institutional framework established under the Science and Technology Act No. 26
of 1997. Therefore, research and development will be coordinated and monitored by the National Science
and Technology Council under the supervision of MSTVT. MSTVT will also ensure that linkages of
research and development activities across sectors are strengthened. In line with this, the Ministry will
strengthen the legal framework. The Sector Advisory Group responsible for the sector will oversee the
implementation, monitoring and evaluation of programmes in the sector.
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16

Education and Skills Development

16.1 Introduction

Education and training provide skills to drive economic and social development within the context
of both the local and global economy. Education and training also provide equality of opportunity
for individuals to participate in local and national development. Given the importance of education
and training for the required socio-economic development, there is need for greater investment of
resources in this sector in the FNDP. This chapter provides an investment framework for the sector,
over the next five years, which is strategically focused on improving the quality of education and
training within and outside the public education and training system. Further, the chapter has been
developed taking into consideration all key stakeholders’ plans to implement decentralisation as
stipulated in the National Decentralisation Policy (2004). The chapter also takes cognisance of the
rights based approach to education and provides for progressively fulfilling the rights to education.

The education and training sector in Zambia comprises four ministries, namely the Ministry of
Education (MoE); the Ministry of Science, Technology and Vocational Training; the Ministry of
Sport, Youth and Child Development; and the Ministry of Community Development and Social
Services. The MoE is mandated to guide education delivery as well as provide education at basic,
high school and college (teacher education) levels. It is also responsible for pre-schooling, including
pre-school teacher training, schools for continuing education, the National Science Centre,
Educational Broadcasting Services, the Curriculum Development Centre and university education.
The Examinations Council of Zambia also falls under the auspices of MoE.

The responsibility for technical education, vocational and entrepreneurship training (TEVET), on
the other hand, lies with the Ministry of Science, Technology and Vocational Training (MSTVT).
The Ministry is responsible for policy direction for the provision of technical education and
vocational training. The Ministry of Sport, Youth and Child Development is responsible for
community based skills training. The Ministry of Community Development and Social Services is
responsible for leadership and practical skills as well as literacy classes that are offered mainly to
vulnerable groups, such as the handicapped, women, orphans and non-literate youth and adults.

There are also many non-government providers of education and training at all levels from the
private sector. Further, some non-governmental organisations (NGOs), faith based organisations
(FBOs) and community based organisations (CBOs) also provide education and training. These
organisations provide education, using alternative delivery systems, to a large population of young
people by equipping them with knowledge and skills needed for their livelihood.

16.2 Review of Past Performance

The MoE is the largest stakeholder in the education sector and employs about 65,000 teachers and
lecturers and over 4,400 administrative and support staff. Currently, under the MoE, education
provision is guided by the education policy document, Educating Our Future (1996). This policy
focuses on equitable access to quality education at all levels. Actual implementation of the policy
has, since 2003 been based on the education sector Strategic Plan, 2003 to 2007. The major sub-
sectors are basic, high school, and tertiary education. The MoE is organised according to the
following levels: Headquarters, 9 Provincial Education Offices (PEOs) and 72 District Education
Boards (DEBs). In order to strengthen education decentralisation and facilitate the deconcentration
and devolution process, the MoE has created Provincial Education Management Committees
(PEMCs) and District Education Management Committees (DEMCs) at provincial and district
levels respectively. Many private and public institutions offer distance education programmes from
basic to university level. The MoE is also the leading provider of distance education programmes in
the country.
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16.2.1 Early Childhood Care, Development and Education (ECCDE)

The 1977 Educational Reforms stated that the provision and funding of early childhood and pre-
school education would be the responsibility of local councils, local communities, NGOs, private
individuals and families. The major challenges in the early childhood care, development and
education sub-sector include fragmented curriculum; lack of coherent policy, standards monitoring
and supervision; and confining of early childhood care, development and education to pre-schooling
instead of offering a more comprehensive learning experience. Financing of early childhood care,
development and education has remained unclear as most of the learning dispensed at this level is in
the hands of private providers.

16.2.2 Basic Education

Some marked successes have been recorded, especially concerning improvements in access to basic
education for Grades 1-9. Enrolment in Grades 1-7 and Grades 8-9 has increased at an average of 9
percent annually since 2000. Gross enrolment ratios (GER) for Grades 1-9 went up from 75.1 in
2000 to 89.8 in 2004; net enrolment ratios (NER) increased from 68.1 in 2000 to 79.4 in 2004. A
good part of the overall increase in enrolment has been due to the significant increase in the number
of community schools. Despite these gains, however, there still exists a disparity between male and
female pupils, with girls representing a GER of 86.4 in 2004 against 93.2 for boys and completion
rates of 65.8 and 78.3 respectively.

During the PRSP/TNDP period, in order to ensure quality education, provision of teaching and
learning materials (particularly textbooks) and deployment of more trained teachers were given
priority. There was also a marked increase in the number of teachers attending in-service training
during this period. The curriculum for the basic school level was re-conceptualised in order to make
it more relevant to the needs of the learners and society. Despite these interventions, the gains in the
quality of education have not matched the levels achieved in terms of access. Numerous challenges
still remain at the basic education level. The major ones include drastically raising the learning
achievement in key subject areas; shifting of more qualified teachers to teaching the foundation
years (Grades 1 to 2); improving the quality, relevance and delivery of the curriculum; and
provision of more teaching and learning materials to match the increased enrolment. Others include
increasing access to vulnerable children; improving the retention rate for girls and ensuring they
complete the education system and actually benefit from it; and increasing school places for the 7-
year old age group.

16.2.3 Literacy Education

The national literacy rate of the age group 15 to 24 years old in 2003 was 70 percent. The
challenges facing the provision of literacy education include a greater commitment by the
Government in terms of more resources, and the development of institutional structures and
mechanisms to facilitate the development of a coordinated, coherent and sustainable programme.

16.2.4 High School Education

The high school education sub-sector (Grades 10 to 12) has remained stagnant since the 1970s in
terms of expanding the infrastructure; for example, the last public secondary school (Grade 8 to 12)
was built in 1970. On the other hand, there has been a steady increase in student enrolment since
2000, averaging 10 percent per year. Completion rates have improved from 11.9 percent in 2000 to
18 percent in 2004. However, the high school sub-sector is also facing even greater gender
disparities than basic education in all key indicators. Moreover, the quality of high school education
has not benefited from the same level of investment as basic education, resulting in deterioration in
the quality of education in high schools over the last 30 years. Pupil/teacher ratios have also
worsened from 10.9 in 2000 to 16 in 2004. In addition, many of the teachers in this sub-sector are
only qualified to teach at upper basic level. The low investment in high school education principally
explains the stagnation of examination pass rates for Grade 12, which have consistently remained
below 70 percent since 2000.

16.2.5 Tertiary Education: Teacher Education

In 2005, there were 10 basic colleges of education (CEs) and 2 Junior Secondary CEs and
University of Zambia (UNZA), training senior secondary school teachers. Recently, there have been
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initiatives to increase teacher output, such as through the Zambia Teacher Education Course
(ZATEC) at basic education level in order to meet teacher demand. From 2000 to 2005 teacher
output under the ZATEC programme doubled. In a bid to upgrade teachers with certificates and
diplomas, some continuing professional development programmes have been introduced, such as
the Primary Teachers’ Diploma by Distance Learning, along with the existing distance learning
programmes at both UNZA and secondary colleges. The major challenges facing teacher education
include among others, inadequate funding; rundown infrastructure; inadequate and poor staff
accommodation; high lecturer-student ratios; insufficient teaching/learning materials and
information communication technology (ICT); high attrition rate of teachers due to HIV and AIDS;
and poor retention rates.

16.2.6 Tertiary Education: University Education

The combined efforts of UNZA and Copperbelt University (CBU) have resulted in the production
of over 25,000 graduates as at December 2004. Both universities have established Staff
Development Programmes, which have resulted in significant training of indigenous staff who make
up close to 90 percent of the academic staff. While the two universities have made significant
achievements in undergraduate education over the past four decades, postgraduate training is still
lagging behind. The two universities have experienced severe under-funding since the 1970s. This
has led to overcrowding; dilapidation in infrastructure; high student lecturer ratios; lack of
expansion in facilities; high levels of indebtedness; and inadequate education materials and ICT.

16.2.7 Basic Skills Education and TEVET

Zambia has experienced a rapid decline in the performance of its economy since the mid-1970s.
This has seriously affected its ability to generate employment opportunities for its labour force. This
situation has further been worsened by the rapid growth of the labour force, which is at present
about 6 million. Of particular concern is the problem of large numbers of youths, about 200,000 per
annum, leaving the school system without any opportunities for acquiring skills for personal
improvement. In view of the foregoing, the Government through the MSTVT instituted the
Technical Education, Vocational and Entrepreneurship Training (TEVET) Reforms in 1994 that
saw the formulation of the TEVET Policy (1996), the Strategy Paper (1997) and the TEVET Act
No. 13 of 1998. For effective management of TEVET and other forms of training, the Technical
Education, Vocational and Entrepreneurship Training Authority (TEVETA) was established to
regulate all forms of technical education and vocational training. As a result of this, all training
providers, regardless of ownership, are required by law to register with the Technical Education,
Vocational and Entrepreneurship Training Authority (TEVETA). By way of regulation, the
TEVETA is supposed to facilitate the drawing up of national curricula as well as provide guidelines
for the development of local curricula. The MSTVT has under its ambit 23 institutions; 21 of these
are managed by management boards and TEVETA.

The broad intentions of the TEVET Reforms are to have an effective and efficient TEVET that will
facilitate access, equity and participation in TEVET by all; ensure equality and demand responsive
training; and ensure employability of TEVET graduates. Currently, there are a total of 319
registered technical and commercial training institutions in Zambia. The main challenges facing the
skills training sub-sector include the fact that formal employment has not grown to take up many of
the school leavers and graduates from technical education and vocational training colleges. Besides,
the institutions that promote generation of employment have neither resources nor ability to
adequately offer the skills demanded by the labour market. Addressing these challenges remains a
serious concern, especially with regard to sustainable financing of the sub-sector. Currently, the
financing gap in the TEVET sub-sector is mainly covered by donor assistance. To meet the
challenges of financing skills training for the Zambian economy, the Government has established a
TEVET Fund and measures are being considered for sustaining the Fund. Ultimately, it is expected
that industry (which is the major beneficiary of TEVET graduates) will begin to contribute to
financing training. This partnership between industry and government presents the most feasible
long-term solution for sustaining the TEVET sub-sector. There are also other skills training
institutions in other line ministries.
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16.2.8 Equity Issues
16.2.8.1 Orphans and Vulnerable Children

The Government has made significant inroads in expanding school places for orphans and
vulnerable children (OVC). In 2000, it was estimated that there were 560,000 out-of-school children
in the age bracket of 7 to 13. This represented 29 percent of the whole population. By 2004, the
number had decreased to just over 290,000, representing 13.7 percent of the population. Likewise,
the enrolment of orphans in basic schools increased from 11.1 percent of the total enrolment in 2002
to 20.1 percent in 2004.

16.2.8.2 Children with Special Educational Needs

In 2002, the total number of Children with Special Education Needs (CSEN) in basic education was
just over 23,000, representing only 1.1 percent of the total school population. By 2004, the number
had risen to over 73,000 pupils, representing 2.9 percent of all the pupils. The rate of increase was
also similar in the high school sub-sector over the same period.

16.2.8.3 HIV and AIDS

Under the Basic Education Sub-Sector Investment Programme (BESSIP), the MoE developed a
comprehensive HIV and AIDS strategy, which will be scaled up. This strategy is at 3 levels: the
mainstreaming of HIV and AIDS issues in the curriculum; dissemination of information to both
learners and teachers; and the work place programme, which includes advocacy, and Anti-
Retroviral Therapy (ART). The greatest challenge remains that of management and mitigation of
the impact of HIV and AIDS on the teaching staff, in particular.

16.2.8.4 Gender

There have been various interventions in the education sector over the years targeted at eliminating
gender disparities in order to mainstream and achieve gender equality in education. These have
included a number of projects, a full component under BESSIP, and the Pregnancy Re-admission
policy. The Government is now close to reaching gender parity in Grades 1 to 7. In high schools,
however, the number of girls is still below that of boys.

16.2.8.5 School Health and Nutrition

There is clear evidence of widespread stunting of children due to poor or insufficient diet, and the
recent cycle of food insecurity due to drought and floods has exacerbated the problem. Many
children go to school hungry and are unable to concentrate; thus their performance drops. In the
worst affected parts of the country, school or community feeding programmes seem to have
increased attendance. The School Health and Nutrition (SHN) pilots in Eastern province have
proved effective, and are now being scaled out to other provinces.

16.2.9 Bursaries

The Bursaries Committee administers government bursaries, grants, scholarships and fellowships
for study at universities both in-country and abroad. Close to 70 percent of students are entitled to
bursaries, which cover 75 percent of tuition fees for most beneficiaries, and up to 100 percent for
vulnerable groups (such as double orphans). The major challenge concerning bursaries is to make
them accessible at all levels. Given increasing vulnerability at all levels, the Government recognises
the need to widen coverage to the other sub-sectors and various vulnerable groups. However, there
is a limited number of bursaries at basic and high school level for vulnerable pupils.

16.2.10 Financing of Education

The Government prioritises education as a key social sector. The MoE expenditure for 2005 was
budgeted to be 2.8 percent of GDP. The Government has targeted a minimum allocation of 20.5
percent of the total annual discretionary budget for the sector.

16.3 Policies and Key Reforms

The FNDP will place emphasis on improvement of quality, while still regarding increase in access
as a priority for early childhood care, development and education, upper basic, high school,
vocational training and tertiary education. In this regard, reforms in curriculum development;
syllabus design; professional teacher enhancement; making the learner environment more
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productive and conducive to the learning and welfare of the learner; and attainment of educational
standards will be among the key reform areas.

In the area of access to education, the major reforms in the FNDP will involve provision of
education through low cost/high impact interventions for different categories of learners who
previously were not sufficiently catered for as children, youth or adults. One reform will be through
the expanded use of open and distance learning and provision of literacy and basic skills education.
Other reforms will continue to ensure that pro-poor policies are instituted to offer equitable
education to vulnerable members of society, notably under gender, HIV and AIDS, SHN, OVC,
CSEN and out of school children. Reform of existing policies and/or development of new ones will
focus on the following areas:

a) Curriculum diversification and assessment;

b) Development, production, procurement and supply of educational materials;

¢) Teacher education, deployment and retention;

d) Governance, community participation and cost sharing;

e) Early Childhood Care, Development and Education;

f) Literacy Education;

g) Distance and Open Learning;

h) Community schools — ownership, management and financing;

i) Equity; and

j) Decentralisation.

In order for these policy reforms and priorities to be translated into viable programmes, partnerships
shall be built and/or strengthened, especially between the Government, on the one hand, and donors,
NGOs, FBOs, and private providers of education and training, on the other. Additionally,
appropriate legislation will be instituted for the proposed policy reforms.

Finally, the Government will significantly increase the levels of funding to the education and
training sector and additional funding will be sourced from external funding agencies. This entails
an increase by 2010 to Southern African funding levels of a minimum of 5 percent of GDP devoted
to education and training. The external partners will also need to both increase the present levels
and move towards unrestricted sector support (pool funding) and general budget support to address
the challenges the sector is facing in other key sub-sectors.

16.4 Vision and Goals
The vision is: Innovative and productive life long education and training accessible to all by 2030.

The goals are as follows:

a) To ensure universal basic education provision to children;

b) To ensure that opportunities exist for all citizens to have equitable access to ECCDE, basic and
high school, tertiary education and/or technical and vocational training;

¢) To improve the quality and relevance of education and skills training;

d) To promote efficiency and cost-effectiveness;

e) To enhance institutional coordination in both public and private education and training
institutions; and

f) To ensure that library services are improved to contribute to high standards and quality of
education in Zambia.

16.5 Programmes, Objectives and Strategies

The five objectives below cover the whole sector, whereas the strategies and programmes are for the
specific sub-sectors of early childhood care, development and education, basic, literacy, high
school, teacher education, university education, and basic skills education and technical education,
vocational and entrepreneurship training. The following are the broad objectives of the education
and training sector d