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Abstract

This paper has identified and analyzed the four developmental strategies that the Zambian state has
undertaken since independence and highlighted some major positive and negative achievements of the adopted
strategies on poverty, economic development and general wellbeing of citizens. Additionally, the paper has analyzed
the effects of the movements or shocks in global copper prices on Zambia’s development achievements. We identified
and date-stamped the bubble dates and unraveled possible domestic and global events that could have triggered the
copper price bubbles. Specifically, we used the Generalized Supremum Augmented Dickey Fuller (GSADF) methods
in Phillips, Shi and Yu (2015, PSY), the work-horse bubble detection and date stamping strategy. The key
contributions of this paper to the extant literature are that, to the best of knowledge, this is the first paper to analyze
the Zambia’s development strategies using a variety of methods including the novel PSY approach. Further, this
paper is also the first to analyze and unravel the volatility of Zambia’s GDP growth dependence on the volatile global
copper prices from the PSY approach.

The four development strategies analyzed in this paper are State-led development, generally in the 1960s and
1980s, Structural Adjustment Program, generally in the 1990s. The third strategy is the era of Poverty Reduction
Strategy Papers (early 2000s) and the fourth is the re-introduction of National Development Plans, generally from
2006 to date. Among the significant achievements during the sampled period is the reduction in poverty from record
high of 78 percent in 1994 to around 54 percent in 2019. The economy grew largest, to nearly 10% between 1970
and 1972 during the State led era and contracted the most during the structural adjustment era, between 1993 and
1994 declining from 6.7% in 1993 to — 8.6% in 1994. It is also clear that the development approaches that were
embarked on were influenced by foreign institutions such as World Bank, International Monetary Fund and other
donor institutions especially between 1991 and 2005. This paper finds that income inequality as measured by Gini-
coefficient index increased sharply from 0.48 in 2002 to 0.55 in 2004 which is 14.58% increase in income inequality
among Zambians during the Poverty Reduction Strategy era. It is very clear that despite numerous pronouncements
to diversify the economy away from mining, our findings show that diversification is yet to occur. Mining still
remains the driver of Zambia’s GDP growth. Given the high volatility of global copper prices, Zambia’s GDP growth
will remain volatile also given that it’s driven by global copper prices.

Keywords: Development strategy, Poverty, National Development Plans, Zambia, Structural Adjustment, Poverty
Reduction Strategy Papers
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1. INTRODUCTION

Zambia is a landlocked country located in the Sub-
Saharan Africa. It is located between latitudes 8°
and 18° south and longitudes 22° and 34° east and
covers a total area of 752,612 square kilometers.
Zambia is surrounded by 8 neighboring countries:
the Democratic Republic of Congo to the north;
Tanzania to the north-east; Malawi to the east;
Mozambique; Zimbabwe; Botswana; and Namibia
to the south; and Angola to the west. These
countries provide Zambia with an expanded market
for its goods and services.

The country gained its political
independence from Britain on 24™ October, 1964.
Since then, the country has experienced three major
phases of governance, the multiparty system from
1964 to 1972, one party system from 1972 to 1991
and multiparty system since 1991. Zambia has
abundant natural resources such as rivers, namely
Zambezi, Kafue, Luangwa, Luapula, and
Chambeshi Rivers. In addition to these rivers, the
country also has major lakes such as Tanganyika,
Mweru, Mweru Wa Ntipa, Bangweulu and the
man-made lakes Kariba and Itezhi Tezhi. Other
interesting features include the Victoria Falls, one
of the Seven Wonders of the World. It is also
endowed with various minerals and precious stones
such as gold, copper, emeralds, zinc, lead and
cobalt (CSO, 2014).

In 1964, the country’s population stood at over
4 million, in 1980, the population increased to 5.6
million. In 1990, the population was 7.3 million
while in 2000, it increased to 9.8 million. In 2010,
the population increased to over 13 million 'and the
2020 projected population was 17,885,423. 2

1¢s0, 1969, 1980, 1990, 2000 and 2010 Censuses of
Population and Housing
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Zambia is currently experiencing a large
demographic shift and is one of the world’s
youngest countries by median age. Its population,
much of it urban, is growing rapidly at 2.8% per
year, partly because of high fertility, resulting in the
population doubling close to every 25 years. This
trend is expected to continue as the large youth
population enters reproductive age, which will put
even more pressure on the demand for jobs, health
care and other social services.

At independence in 1964, the Zambian government
inherited a dual economy comprised of mining
sector characterized by modern technological
advances and capital-intensive equipment and the
agriculture sector comprising a mix of commercial
agriculture and smallholder agriculture (Republic
of Zambia, 2013; Chirwa and Odhiambo, 2016).
Zambia inherited a relatively healthy state of
foreign reserves and had an economy mostly driven
by the private sector dominated by the foreign-
owned mining companies which contributed almost
50% to the Gross Domestic Product (GDP) and
government revenues. In the late 1960s, the
Zambianisation’ reforms were introduced by the
government under the United National
Independence Party (UNIP) which saw all foreign-
owned mining companies transfer ownership to the
hands of the state in line with other newly
independent  African philosophies
(Shafer, 1994).

countries’

The importance of mining sector in shaping
the Zambian economy cannot be overemphasized.
Copper export has provided the country with export
revenues, tax revenues and employment for the
majority especially the Copperbelt and North

2.CSO, (2012) Population and Demographic Projections 2011
—2035
2
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Western Provinces. This has brought about neglect
or lack of interest in other sectors especially in
times when the local currency has appreciated
during periods of commodity boom or lack of funds
in times of bust (Shafer, 1994). Since the
publication of the First National Development Plan
(1966-1970), all national development plans (no
matter their name and origin) have stressed the need
to restructure or diversify the economy by giving
priority to other sectors, for instance agriculture and
manufacturing and thereby, lessen the dependence
on copper. Notwithstanding these declarations, no
significant restructuring has taken place. Zambia is
still overwhelmingly dependent on copper.

Sixty years ago, Zambia and South Korea
where at the same level of development with
Zambia slightly better off in terms of GDP per
capita. However, South Korea has been able to
transform itself into an industrial state while
Zambia is still struggling in the philosophy of
sluggish industrial growth, extreme poverty and
inequality (Seshamani, 1994; Chansa, Mubanga,
Mudenda and Ndulo, 2019). In 1962, South Korea
had per-capita income of US$87 while Zambia had
per capita income of US$500. There are a lot of
factors that made South Korea to achieve its
industrialization when it evolved into a
developmental state while for Zambia it failed to
advance beyond the developmental state status due
to the development approaches embarked on
(Seshamani & Ndhlovu, 2016).

This paper therefore reviews secondary data on the
four developmental strategies that the Zambian
state has undertaken since independence and then
highlight the positives and negatives of these
strategies on  poverty, development and
employment creation. The three-fold objectives of
this paper are: The first goal is to identify the
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development strategies that Zambia has undertaken
since independence in 1964. Second, we discuss the
implications of these strategies on poverty,
development and employment creation in the
country. The third objective is to analyze Zambia’s
development strategies from the movements of
global copper prices. This was done by identifying
and date-stamping the bubble dates and unravel
possible domestic and global events that could have
triggered the copper price bubbles. Specifically, we
used the Generalized Supremum Augmented
Dickey Fuller (GSADF) methods in Phillips, Shi
and Yu (2015, PSY), the work-horse bubble
detection and date stamping strategy. At the basic
level, an asset bubble refers to price hikes of
financial assets such as bonds, stocks, real asset or
commodities not supported by underlying
economic fundamentals.

At the core of asset bubbles is the mispricing of
assets (Fama, 1970). In keeping with the efficient
market and/or random walk economic theory,
bubbles arise whenever there is a deviation from
ideal/efficient market conditions. More often than
not, shocks tend to cause disequilibria in markets
and the ensuing bubbles may not be mitigated using
classical models whereby asset prices are equated
to their fundamental values. Policy makers have to
walk a fine line because the existence of a bubble
may be an indicator that the market or economy has
complex structural issues that cannot easily be
solved by simply bursting the bubble, because in
doing so, the economic problems caused by market
bubbles may either be mitigated or exacerbated
(Barlevy, 2007).

Zambia has experienced four development
strategies since independence. The strategies
identified and analyzed in this paper are; State-led
development, generally in the 1960s and 1980s,

3
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Structural Adjustment Program, generally in the
1990s. Then followed by the era of Poverty
Reduction Strategy Papers (early 2000s) and finally
the re-introduction of National Development Plans,
generally from 2006 to date.

Development strategies are defined as sets
of policies adopted by any government with the aim
of achieving its prioritized objectives such as
economic growth or poverty reduction. Therefore,
strategies are a reflection of concepts of
development process and are influenced by
prevailing policy, political atmosphere and
theoretical philosophies. Example, could be "state-
led industrialization" or "open market-driven
development" which are motivated by different
developmental models (Bratton, 1994; Breisinger
and Thurlow, 2008).

1.1 ORGANIZATION OF THE PAPER

This paper is organized as follows; section 2 deals
with bubble identification and date-stamping
strategies. Section 3 analyzes the State-Led
Approach to Development (1975-1990). Section 4
deals with the Era of Structural Adjustment
Approach to Development (1991-2001) while
section 5 analyzes the Era of Poverty Reduction
Strategy Paper (PRSP) Approach to Development
(2002-2004). Section 6 considers the Era of
National Development Plans (NDPs) Approach to
Development (2006 to Date), section 7 conclusion
and section 8 acknowledgement.

2.0 BUBBLE IDENTIFICATION AND DATE
STAMPING STRATEGY

In order to identify and test for the episodes of
periodically collapsing copper price bubbles or
explosions and ascertain the beginning and the end
dates (date-stamping) of explosive behavior of
price bubbles, we employ the rolling recursive
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algorithm Backwards General Augmented Dickey
Fuller (GSADF) test statistics proposed in Phillips,
Shi and Yu (2015, PSY). One advantage of using
the GSADF to test for explosive behavior in asset
prices is that we do not need to have information
regarding the market fundamentals. The recursive
evolving algorithm enables real time identification
of bubbles and collapse with the flexibility of
allowing for the presence of multiple structural
breaks within the sample period. Thus, our
empirical analysis focuses more on Backwards
ADF (BADF) or GSADF in PSY (2015)

2.1 ECONOMETRIC METHODOLOGY

The Phillips, Shi and Yu, PSY (20154, b,) is based
on the recursive rolling window. The method is
based on an ADF model specification for the fitted
regression equation but uses flexible window
widths in its implementation to take time-varying
dynamics and structural breaks into consideration
(Phillips & Shi, 2018). The recursive evolving
algorithm enables real time- identification of
bubbles and collapse with the flexibility of
allowing for presence multiple structural breaks
within the sample period. Thus, our empirical
analysis focuses more on Backwards ADF (BADF)
or GSADF in PSY (2015).

For each observation of interest, the PSY test
ranges from r, to 1. It is recommended that

ro = 0.01+ 1.8A/T , where T is the sample length

and r, is the minimum window required to initiate
the regression (Gharib, et al 2021, Phillip & Shi,
2018).

Suppose the observation of interest is r. PSY
computes the ADF test statistic respectively from
backward expanding sample sequence. We let r;
and r, Dbe the start and end points of the regression

4
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sample respectively. The ADF statistic computed
from this sample isADF!?. The end point of all
samples is fixed on the observation of interest such
thatr, = r*, and allow the starting point r; to
vary within the range [0, r* -ry] The PSY statistic
is the Supremum taken over the values of all ADF
statistics in the entire recursion, represented
mathematically as;

PSYT* (T'()) = Supry, e[or*-rolr, =1* {ADFTQZ}
or GSADF (r,) = {ADF'?} 1)

With the limit distribution

s
"P€ [1ro11.m0 € [0, -

. /DTy w2 -wa? -] - f:lz W(r)drw(ry)—W(ry)
0 r‘},/z{rw f:lz W(r)2dr —[ frrlz W(r)dr]? } 1/2

Where ,, =1, - r; is the expanding window size
and W(-) is the Wiener process or Brownian
Motion process.  Comparison of GSADF test
statistic with the right tailed values enables us to
test for unit root test statistic for unit root
hypothesis against exuberance or periodically
bubble collapsing behavior. If the null hypothesis
(Hyp) of the unit root is rejected, then during the
second stage, the GSADF test identifies the exact
episodes during which the time series show mildly
explosive features. The final stage involves SADF
procedure matching the sequence of the recursive,
backward ADF (BSADF) test statistics against the
right tailed critical values of the limit distribution
of the standard ADF test statistic.

Phillip & Shi (2018) explain that the null
hypothesis (H,) of the PSY essentially captures
normal market behavior and asserts that asset prices
follow a martingale process with a mild drift
function such that:
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Ve = gr t Vi1 tou

3)

Where gr=k,, and kis constant,y > 1/,

and T is sample size. Under the PSY/GSADF
procedure, the regression model chosen is

Aye =+ pyeq t Z;):l oy
4)

Where v, is the regression error assumed to satisfy
v, i.i.d. (0,0%), and p is lag terms of A, and
sorts out the potential correlation problems;
Suppose there is only one episode of the sample
originating from 7, to 7. Phillips and Shi
(2015,2018) assert that the estimated periods and
termination dates are given by the following
equations:

Ayj + v

Are —

()

inf {r*: PSYr*( r, ) > cv,. ( Br )}

* € [ro1]
rp = inf {r*: PSYr*(r, ) < cv. ( Br )}
(6)

r*e[r",, 1]

where cv,.(Br) is the quantile of the distribution of
PSYr*(r,) of equation 1

2.2 FINDINGS

Generally, copper prices were volatile as
can easily be observed from the GSADF test results
in figure 2.1. The volatility of copper prices is
largely associated with demand and supply that are
not sensitive to price changes in the short run
(Antonio Spilimbergo, 1999). The copper prices
experienced more negative volatility than positive
volatility for the period 1965-2020 That is, the
copper prices in the sample period experienced

5
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more negative bubble periods than positive bubble
periods (refer to the graph in dark blue color in Fig
2.1). The trend of the current and expected future
level of the world market copper price is one of the
major determinants of copper production and
export inform the expected future management
decisions regarding ongoing operations and future
production.

Generally speaking, it is difficult for mining
companies to make production changes in the
short run because this implies tying up large
amounts of capital investments in the risky volatile
and short run unpredictable copper industry
(Zambia Basic Economic Report, World Bank,
1977). Perhaps this explains why copper
production (supply) is less responsive to short run
price changes or price bubbles.

Given that the demand and supply of copper
are not very responsive to price changes in the short
run, it is difficult to find related policy changes in
literature that reflect the daily volatility of copper
prices, and by extension the bubbles, in the short
run. To this end therefore, our narrative on the
bubbles have taken long run formats.

Figure 2.1 GSADF Test result 1975-2021

GSADFADF fest
1975-2021

[ I

O S - T U S
i L1

T T T T T T T T T
an B85 a0 a5 oo (=] 1o 15 20

— Backwards SADF seqguernca(lell axis)
a5% critical valie sequance (laeft axis)
World daily copper_Price(S) (right axis)

Note: Bubble length is determined by BSADF test
with 95% critical values from a recursive Monte-
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Carlo simulations in e-views. The start date is
when the bubble positively crosses the 95%
critical sequence and end date when the bubble
negatively crosses 95% critical sequence.

Table 1: BSADF Bubble length
Estimates

BSADF  Test Results
Start(Bubble Explosion) End(implosion)  Duration/days
1.1979:M2:3 1979:M5:2 &9
2.1980:M1:29 1980:M3:20 50
3.1987:M7:2 1993:M10:1 &9
4,1993:M5:12 1993:M7:12 60
5.1994:M6:21 1994: M10:26 Wil
6.2003:M12:23 2004:M4:13 103
7.2005:M12:14 2006:M7:27 23
8.2008:M10:20 2009:M1:28 R
9.2020:M12:14 2021:M6:3 169

3.THE STATE-LED APPROACH TO
DEVELOPMENT (1975-1990)

Figure 3.1: Zambia’s GDP growth between
1964 and 1990

GDP growth (annual %) 1964-1990

20
15

10

1964

-10

Source: from World Bank’s

Computed
Development Indicators, WDI
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Copper prices rose steadily from 1964 to
1970, boosted by the Vietnam War, and thus
became the world’s third largest producer of copper
(Hobson, Williams and Roberts, 2021).

The country experienced rapid economic
growth stimulated by government expenditure on
infrastructure and services, and investment in
import substituting manufacturing enterprises
between 1960 and 1970 (Fundanga and Mwaba,
2005). Between 1966 and 1970, Zambia’s Gross
Domestic Product (GDP) growth averaged 11.4
percent, and for the entire period 1966-1976, GDP
growth averaged 8.7 percent (CSO, Zambia).

The experience of GDP growth in 1980 is
associated with Copper price bubble that started on
February 1 1980, attributed to the second oil crisis
associated with the revolution in Iran (caused sharp
rise in oil prices) coupled with accelerated global
inflation in 1979 (Cooper, R.N,1994). This price
bubble did not benefit Zambia because Ores and
metals exports (% of merchandise exports) declined
from 97.6 % in 1979 to 73.9% in 1980 (World Bank
Indicators, 2021). The bubble implosion occurred
because the oil crisis improved slightly and so was
global inflation arising from the tightening of the
monetary policy by the Federal Reserve Bank
which plunged the U.S economy into a deeper
recession (The New Yok Times, November 24,
1980).

Literature posits that around 1960s when most
African countries were gaining independence,
African leaders decided to embark on
industrialization strategy in order to catch up with
the rest of the world and also to reduce their
dependency on their former colonial masters by
becoming self-reliant through investing in
economic infrastructure for industrial production
(Chansa, Mubanga, Mudenda, and Ndulo, 2019;
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Bhagavan, 1978). In 1964, Zambia was perceived
to have a bright future due to its endowment with
vast natural resources, including favorable agro
ecological conditions and large copper deposits.
To achieve industrial base required for self-
sufficiency, Zambia employed a number of policies
among them public investment in infrastructure
such as roads, rail lines, oil pipeline, universities,
secondary schools and hospitals in all districts.
Statistics reveal that in 1960 there were only 2,500
Africans in secondary schools and by 1971, the
number of secondary school pupils increased to
over 54,000. The number of university graduates
were fewer than 100 Zambians at independence
(Mwanakatwe, 1964). The construction and
opening of the University of Zambia in 1965 made
it easy for Zambia to increase the number of
graduates and by 1971 there were 2,000 students.
This made Zambians to finally begin to
predominate in the upper ranks of the civil service,
the army, businesses, and other professions.
However, the copper industry still relied heavily on
white expertise, but in 1966 black mine workers
secured a large increase in pay, which soon affected
wage levels in the mines generally (Daniel, 1979;
Hobson, Williams and Roberts, 2021). Other
policies pursued were the creation of State-Owned
Enterprises such as Zambia State Insurance,
Zambia Industrial and Mining Corporation
(ZIMCO), Zambia Telecommunication Company,
Lint Company of Zambia Limited (LINTCO),
INDECO, TAZAMA pipeline among others. State-
led financial institutions owned by the government
included Zambia National Commercial Bank and
Lima bank among others (Krueger, 1990). Other
policies included government regulation of almost
all spheres of economic activities, control of prices
and restrictions on international trade through
setting up quotas, tariffs embargoes in order to

7
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protect infant industries (Hobson, Williams and
Roberts, 2021). Put simply, the creation of the
Zambian state enterprise sector after independence
was primarily to respond to the inadequacies of the
existing private sector in meeting the states'
developmental objectives of becoming
industrialized and self-sufficiency.

This strategy pursued by the state enterprise
sector was designed to achieve economic
diversification through the reinvestment of the
revenues that were generated by the copper
industry (Jones and Mason, 1982; and De Allessi,
1982). However, from the mid-1970s, declines in
the international price of copper undermined the
ability of state enterprises to implement this
strategy, and although the Zambian state undertook
a variety of measures to revitalize the sector, by the
end of the 1980s it was commercially and
financially unsustainable (Craig, 1999).

Import-led investment required foreign
borrowing which majority of it came from bilateral
and multilateral official development assistance.
These assistances were not channeled toward
increasing the country’s capacity to export but
tended to focus on the larger economic picture. This
widened the country’s debt-servicing costs and
external indebtedness coupled with unfavorable
global trends such as oil price shocks of 1970s. As
a result, Zambia found itself in a situation where
external debt pilled-up accompanied by capital
flight (Krueger, 1990; Fundanga and Mwaba,
1997).

After two decades of building up
enterprises, enjoying free education and assisting
neighboring countries obtain political
independence, Zambia descended into a

macroeconomic crisis characterized by agricultural
and rural incomes stagnation. This was

Paper-1D: CFP/2658/2022

compounded by the collapse of the mining industry
due to sanctions leading to severe poverty and
malnutrition (Resnick and Thurlow, 2008). The
period of state-led development was characterized
by an investment—savings gap. This made the state
to enter into foreign borrowing to be able to supply
the imports needed to invest in building up
productive capacity in the real sector. The
performance of the state enterprise sector over the
subsequent one and a half decades proved to be
disappointing as it fell into a malady of low
profitability,  under-investment and  high
indebtedness compounded by the decline in copper
prices. In the 1980s, the Zambian Government
worked with the World Bank and other donors to
revitalize the State-Owned Enterprises that were
performing poorly but there was little success
(Pillay, 2002). The government budget was running
on huge deficit due to financing of poorly
performing state-owned companies. This made the
Zambian Government to come under increasing
pressure from the International Monetary Fund
(IMF), World Bank and other donors to pursue an
orthodox or prescribed structural adjustment
program in which privatization of state enterprises
and liberalization of the economy were key
component (PMRC, 2019).

President Kenneth Kaunda was quoted in
the late 1970s saying “We are in part to blame, but
this is the curse of being born with a copper spoon
in our mouths.” I and Zambia is cursed. Its debts
are huge; its copper industry is moribund; its ore
reserves are dwindling; and no new sectors show
promise. Twenty-five years ago, however, Zambia
boasted a world-class mining industry and the
highest per capita income in Africa’.

www.ijmdr.net
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3.1POSITIVE RESULTS OF THE
STRATEGY

Some of the positive results of the state-led
development approach were the creation of
industries in each province, employment creation,
and development of infrastructure across the
country such as schools, roads, rails, hospitals and
housing infrastructure. Others included the
sustained economic growth, human development
and connectivity improvement.

3.2 NEGATIVE RESULTS OF THE
STRATEGY

Some of the negative results of the state-led
development approach were the shortages of
essential commodities across the country resulting
in riots, increased budgetary and balance of
payments deficits due to poor performance of state-
owned enterprises and high international debt
burden and servicing costs. Zambia’s productive
sector was largely composed of firms that were
internationally uncompetitive in that they were not
only unable to compete in the export market but
also incoming imports had tariffs and other
protective barriers that adversely distorted the price
structure in the country (Saasa, 1996).

These problems were being experienced by
most African countries including Zambia. As a
result of these problems, IMF and World Bank
advised these countries to abandon state-led
approach in order to receive donor aid as well help
on debt servicing (Pillay, 2002). To deal with these
problems, Structural Adjustment Programme
(SAP) was proposed by multilateral organizations
such as World Bank and International Monetary
Fund (IMF) as solution.
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4.0 THE ERA OF STRUCTURAL
ADJUSTMENT APPROACH TO
DEVELOPMENT (1991-2001)

Figure 4.1: Zambia’s GDP growth: 1991 - 2001

GDP growth (annual %) 1991-2001

Source: from World Bank’s World

Computed
Development Indicators

Zambia experienced a protracted recession
between 1993 and 1995 as can be observed from
figure 4.1. At the time of bubble implosion on
October 26 1994, the average world copper price
plummeted to lowest, at $47.689 lower than the
1986 monthly average of $47.76 (World Bank,
2021). Empirically, when we test and compare the
standardized annual global copper prices and
annual percentage growth of gross domestic
product for Zambia, there is a convergence in 1994
(see figure 4.2).

Figure 4.2 Standardized Global Annual Copper Price Vs
Standardized Zambia’s GDP growth 1985-2020

——— Standardized Annual Copper prices-1965-2020
——— Standardized % yearly GDP growth-1965-2020

Source: Computed from World Bank Development
Indicators, 2021
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It is noted from figures 4.1 and 4.2 that
Zambia’s annual GDP growth in percentage terms
mimics the trend in global copper prices confirming
the theory that Zambia’s economy is still dependent
on the mining industry despite recent policy
pronouncements of diversifying the economy from
mining. This means that Zambia’s economic
prospects remain vulnerable to frequent global
copper price shocks.

The various stability measures and
structural adjustment programs effected from 1973
until 1990 failed to address the structural problems
of Zambian economy including diversifying the
economy away from copper dependency and
addressing the inefficiencies in agricultural
production (Lise Rakner, 2003).

Zambia implemented a partial Structural
Adjustment Program between 1983 and 1991
which involved, among other things, the
devaluation of currency, limiting wage increases to
5%, decontrol of prices of essential commodities
and the removal of subsidies on maize and
fertilizers. This program was however, cancelled by
President Kaunda in 1987 after it failed to achieve
its intended objectives (Ncube, Sakala, & Ndulo,
1989; Simutanyi, 1996).

The mismanagement of the adopted state-
led development approach in the late 1980s and
early 1990s led most African countries to
experience macroeconomic imbalances. These
challenges included high levels of indebtedness and
debt servicing costs, deficits in the balance of
payments and budgets. To deal with these problems
economists, especially those in the World Bank and
IMF, advised the governments that nationalized
industries could not compete in the global market
and as such to development through the private
sector in a free economy was seen as the only way
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forward (Nelson, 1996; Ramamurti and Raymond,
1991).

The MMD Government under President
Fredrick Chiluba agreed to that thinking and
embraced Structural Adjustment Programmes
(SAPs) which were imposed by the multilateral
agencies, the International Monetary Fund (IMF)
and the World Bank, as a non-negotiable condition
for granting loans and for receiving donor support
(Pillay, 2002). During the SAP period 1999 - 2001,
the macroeconomic objectives pursued by the
government were to achieve a sustained economic
growth of about 5 percent a year, reduce inflation
to 4 percent, and strengthen international gross
official reserves from the equivalent of two weeks
of imports cover to about three months in 2001
(GRZ, 1999).

These Structural Adjustment Programs
(SAPs) were premised on the need to recover the
economy through stabilization or demand
management policies aimed at achieving a sound
and stable macroeconomic environment conducive
for economic growth. It was envisaged that SAPs
would bring about stabilization and growth,
reduced external debts burden, arrest hyper-
inflationary pressure that had characterized the
1980s, eliminate persistent budget deficits, and
reduce public expenditures while encouraging
exports through trade liberalization (Economic
Justice Bulletin, July-September 2001). These
objectives were to be achieved through the
implementation of the following;

e Exchange rate devaluation: By making
domestic currencies worth less in relation to
foreign currencies, imports were to be
discouraged because they became more
expensive while exports were encouraged
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because they became cheaper hence enhanced
global competitiveness and be able to address
trade and balance of payment imbalances being
experienced.

e Fiscal austerity: Reducing government
budgetary deficits incurred by the promotion of
foreign  borrowing to foster import-led
investment required lowering government
spending and increasing government tax
collection.

e Financial deregulation and monetary
reform: The encouragement of borrowing
without an accompanying strong increase in
production had fostered strong inflationary
tendencies. The liberalization of financial
markets along with the use of high interest rates
as the principal tool of monetary policy was
designed to control inflation by making it less
attractive to hold money as cash, thus
withdrawing it  from the economy.
Deregulation of the economy: To improve
economic efficiency and allow markets to
allocate resources, there was a concerted effort
to loosen government regulations that restricted
economic activity.

e Trade liberalization: While the lowering of
tariff and non-tariff barriers to trade reduced the
cost of imports, including imported inputs, it
did so by less than the increases in prices
brought about by devaluation. At the same time,
trade liberalization made exporting easier, so
trade liberalization promoted exports while
imports were compressed (Shafer, 1994).

Privatization: To make state-owned
enterprises more efficient by making them more
responsive to the signals produced by a freer, better
functioning market, eliminating unnecessary
employment and bureaucratic interference and
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reducing debt. At the time of privatization, Zambia
had 152 state-owned enterprises which in the
process of being privatized were sold off as 331
separate companies or units (RAIDS, 2013). In
1990 a policy of limited privatization was
introduced which was subsequently extended to
cover the entire state enterprise sector. By the end
of 1998, the majority of state enterprises were
privatized and substantial progress had been
achieved in the divestiture of the state mining
enterprise, Zambia Consolidated Copper Mines
(Craig, 1999). The pursuit of economic
liberalization produced adverse results in that it did
not recognize the existing institutional problems
such as lack of capital, lack of management
experience among Zambian-owned private sector,
as well as private hands of the political incentives
emerging from the state (Bates & Collier, 1995).

4.1 POSITIVE RESULTS OF THE
STRATEGY

The introduction of SAP brought about
positive effects in the economy such as liberalized
economy which opened up the economy and a lot
of goods that were unavailable were made available
for citizens hence increase their choices. Further,
the privatization of the State-owned enterprises that
heavily were surviving on government support
reduced pressure on the treasury and budget deficit
(Saasa, 1996; World Bank. 1994).

The domestic absorption was increased
leading to economic growth and development. The
domestic entrepreneurship drive was awakened in
the citizens due to the open market policies
embarked on such as the establishment of the Small
Industries Development Organization (SIDO) in
1991 through an Act of Parliament and the Village
Industries Services (VIS), to promote the Micro,
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Small and Medium sector

(MSMES)(GRZ, 2008).

Enterprise

4.2 NEGATIVE RESULTS OF THE
STRATEGY

Some of the negative effects of the policies
implemented were high unemployment due to
redundancy and retrenchment of workers both in
privatized companies and public sector. On
September 1, 1997, the government adopted a
medium-term public service reform program aimed
at reducing the size of the non-military public
service from 136,775 to 80,000 persons by end-
1999. In the context of this program, about 7,600
public servants were separated in December 1997,
and another 7,900 employees were retrenched in
1998 (GRZ, 1999).

Furthermore, these retrenchments resulted
in high poverty levels as most people were left with
no incomes. As result, social woes increased such
as crime, gender- based violence and street kids. In
addition, the debt levels increased resulting in high
indebtedness and government’s failure to provide
social services such as education requisites and
medicines in hospitals (Carter, 1993). In 1999
Zambia was one of the poorest nations in the world
and World Bank classified Zambia as a Least
Developed Country.

The UNDP Human Development Report
1999 ranked Zambia 156 out of 174 countries,
having fallen consistently over the past years, from
136 in 1996, to 142 in 1997, to 146 in 1998. CSO
estimated that 73% of the population had incomes
below the minimum level determined by CSO.
Further CSO revealed that the percentage of people
who were living in poverty increased from 70% of
the population in 1991 to about 74% in 1993,
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decreased to 69% in 1996 and then rose again to
73% in 1998.

The other negative result was the loss of
industrial base as most of the privatized enterprises
did not survive but the foreign buyers stripped-off
these enterprises of their valuable machinery.

Because of these high poverty levels and low
economic growth recorded by most African
countries, the IMF, World Bank and the
international community introduced new policy to
reduce poverty levels.

THE ERA OF POVERTY REDUCTION
STRATEG PAPER(PRSP) APPROACH TO
DEVELOPMENT (2002-2004)

Figure 5.1 Zambia Annual GDP Growth 2002-2004

GDP growth (annual %)

7.5

6.5

oTalale] 2NN2 2NNA 2NN

Source: World Bank

According to findings (see, table 1) there
was only one bubble associated with this era
(bubble 6). In 2003 the copper prices bottomed up
and this coincides with the positive bubble
explosion on December 23 2003. This bubble was
driven by the demand arising from the housing
boom in the United States as well as increased
demand from India and China (The New-York
Times, November5, 2005). However, the bubble
implosion on April 13, 2004 due to the intermittent
decrease in demand for copper from the U.S, China
and India.
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According to figure 5.1, Zambia experienced
sustained annual GDP growth between 2002 and
2005.

The 2002 study by the Jubilee-Zambia entitled
"Where Does the Money Go?" found that the
government of Zambia over the period 1990 - 2000
had spent as high as over 12 percent of its GDP on
debt service payments while health and education
sectors received 2% and 3% respectively.

This revelation necessitated for the need to
introduce Poverty Reduction Strategy Paper
(PRSP) as a new development approach in Zambia.
The implementation of the PRSP in African was
premised on the realization of the need to achieve
economic growth and poverty reduction caused by
SAP. PRSP placed greater emphasis on measures to
improve public resource management and
accountability. PRSPs designated the country's
macroeconomic, structural and social policies and
programs over a three-year horizon to promote
broad-based growth and poverty reduction. Highly
Indebted Poor Countries (HIPC) were required by
IMF and World Bank to prepare PRSP as a pre-
condition for debt relief/cancellation (AFRODAD,
2003). PRSP however, was different from SAP in
that while SAP was entirely driven by external
funders, the preparation of PRSP was driven mainly
by the country’s themselves with the participation
of civil society organizations in order to encourage
accountability of governments to their own people
and domestic voters rather than to external funders
(Ibid).

The main focus of the Poverty Reduction
Strategy Papers where on the achievement of a
strong sustained economic growth which was
sufficient to bring about job creation, promotion of
income generating activities, equity and tax
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revenues for the state as a sustainable tool for
reducing poverty. In addition, Zambia projected to
achieve a growth rate of between 5 to 8 percent per
annum for poverty reduction (GRZ, 2002).

The macroeconomic policies pursued under
PRSP were not different from those of SAP in that
both focused on improving fiscal discipline of
governments to minimize budget deficit, monetary
policies to control inflation, free-floating exchange
rates, and privatization of the remaining state
enterprises as well as to pursue free market

economic policies (Ndikumana and Boyce, 2003).
Zambia Gini index (World Bank estimate)1991-2020
64

60

56 4

52 4

48 4

44 4

O T T T T
1991 92 94 96 98 00 02 04 06 08 10 12 14 16 18,4,

Figure 5.2 Source: Computed from World Bank’s
WDI

When the PRSP is analyzed from Gini index
perspective as depicted by figure 5.2, it is evident
that income inequality increased sharply from 0.48
in 2002 to 0.55 in 2004 which is 14.58% increase
in income inequality in Zambia. The trend
generally continued beyond 2004. It can be
inferred that income inequality (income poverty)
increased during the PRSP strategy era.

5.1 POSITIVE RESULTS OF THE
STRATEGY

The implementation of the poverty
reduction strategy paper saw Zambia achieve debt

cancellation by the debt community. Zambia
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obtained debt relief through the Enhanced Highly
Indebted Poor Country (HIPC) Initiative. This
minimized the country’s external  debt
commitments, which were standing at $6.5 billion
at the end of 1999. By having reached the HIPC
decision point in December 2000, Zambia reduced
its debt servicing payments during 2001-2003 from
roughly $600 million to $165 million per year. At
completion point, which was 2003, Zambia’s
creditors wrote-off some $3.8 billion of debt in
nominal terms (GRZ, 2002).

Significant progress was recorded at
Macroeconomic level such as real GDP growth
increased from 3.3 percent in 2002 to 5.1 percent in
2003. Domestic budget deficit was contained at less
than 2 percent of GDP by June 2004 from 5 percent
at close of 2003, the level of interest rates fell while
Inflation rate fluctuated between 17.2 percent in
December 2003 and 18.6 percent in June 2004
(ZPRSP, 2005).

The country recorded increased fiscal
discipline in public spending coupled with reduced
corruption and poverty levels. This was seen
through increased expenditures in health,
education, increased investment in infrastructure
development, and the lifting of wage freeze burden.
This saw Zambia's economy grow, prices of
commaodities dropping and general improvement in
the livelihood of the people (Chansa, Mubanga,
Mudenda, and Ndulo, 2019). The prudent fiscal
policy resulted in improved macroeconomic
environment and restored credibility with the donor
community which further allowed for an increased
funding towards poverty reduction programs
(GRZ, 2005). There was improved focus on cross-
cutting issues such as gender and that saw the
institutionalization and mainstreaming of gender
matters in national planning and budgeting.
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5.2 NEGATIVE RESULTS OF THE
STRATEGY

The Poverty Reduction Strategy Paper
approach had its own negative results towards
achieving its intended purpose. The recorded
improvements in Macroeconomic fundamentals
did not translate into significant poverty reduction
(Mphuka, Kaonga and Tembo, 2017). During the
period of PRSP, there was high dependence on
foreign donor financing due to restrictions in the
financing framework provided by the IMF and
World Bank. In 2001 the national budget for
Zambia was 52% donor supported although in 2002
there was a donor dependent reduction on the
budget to 39.6% (AFRODAD, 2003).

Despite gender receiving more attention
than any other cross cutting issues, there was no
sufficient  policy  priorities and  budget
commitments. The role of civil society was formal
but there was little participation during
implementation.

6.THE ERA OF NATIONAL DEVELOPMENT
PLANS (NDPs) APPROACH TO
DEVELOPMENT (2006 TO DATE)
Figure 6.1: Zambia’s GDP growth between 2007 and
2020

GDP growth (annual %) 2007-2020
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Source: Computed from World Bank’s WDIs
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Figure 6.1 shows that Zambia experienced
sustained reduction in annual GDP growth since
2011,

From the Dbubble detection and date
stamping analysis results (see figure 2.1), the
bubble exploded on October 20 2008 during which
period copper price was on the upward trajectory.
The copper price bubble explosion was partly
driven by an increased demand for copper by China
(The New York times, October 13, 2008).
However, this demand from China was not
sustainable. The great recession of 2007-2008
resulted in bubble implosion 98 days later on
January 1 2009. That is, the global financial panic
and the economic slowdown put a temporary end to
the commodity bull market and sent prices
tumbling steeply for many of the raw ingredients of
the world economy including Zambia’s copper
(The New York times, October 13, 2008).

At the expiration of the Poverty Reduction
Strategy Papers around 2005, most countries had
already started using or were developing national
development plans. The history of National
Development Planning has been anchored in the
failure of centrally planned economies in the 1950s
and 1960s. Many developing countries have their
own developments guided through well-organized
processes, policies and practices that are termed as
the ‘new national planning’.

The re-introduction of national
development plans in Zambia was not new because
the country has had 1% to 4™ national development
plans before this practice was discredited and
abandoned in the 1980s and 1990s as a remnant of
directed economies and state-led development
(Chimhowu, et al, 2019). The number of countries
with a National Development Plan (NDP) were 62
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in 2006 and the number doubled to 134 in 2018.
Nearly 80 per cent of the world’s total population
were living in a country with a national
development plan of one form or another (Munro,
2019).

The rise of the 'new' development planning
can be traced back to the late-2000s or 2010s in
most emerging countries. It was observed that the
catalyst for the Zambian government under
President Levy Mwanawasa to reintroduce
planning in the country was due to the desire for aid
harmonization process that saw multilateral and
bilateral agencies attempt to streamline aid inflows
into recipient countries, reduce the associated
administrative costs for local officials, and
generally improve aid efficacy (Chimhowu, Hulme
and Munro, 2019; Musiker, 2019).

“The reintroduction of development
planning in Zambia in 2006 formed part of
Mwanawasa's attempts to shore up his legitimacy
among the electorate and to build a political
coalition to withstand a powerful faction within his
Movement for Multiparty Democracy (MMD) led
by former president Frederick Chiluba’’. This saw
Zambia prepare the Fifth National Development
Plan (FNDP) 2006-2010 - the first development
plan to be implemented since planning was
abandoned in 1991. The plan was heavily
influenced by the Poverty Reduction Strategy Paper
(PRSP) that preceded it (Musiker, 2019).

It is argued that the return to national
planning in 2006 did not represent a return to the
developmentalism that characterized the post-
independence era of development planning rather
represented a continuation of the ‘neoliberal
populism' introduced with the PRSP. As a result,
there was a failed attempt to alleviate poverty
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brought about by structural adjustment program. In
short, the rise of the 'new' development planning in
Zambia was not accompanied by a corresponding
return of any sort of 'new' developmentalism
(Musiker, 2019).

The other reason why most emerging
economies came back to national planning was to
consolidate the gains made in the implementation
of Millennium Development Goals (MDGs) agreed
upon by the 189 leaders of United Nations member
countries in 2000. African countries in particular
realized that sustained economic growth was a
foundation for poverty reduction and social
development and thus should occur within the
framework of good planning, with strong
leadership and institutions (UNECA, 2017). The
Zambian government has since prepared and
implemented about four National Development
Plans namely; Fifth National Development Plan
(2006-2010), Sixth National Development Plan
(2011-2015), Revised Sixth National Development
Plan (2012-2016) and the Seventh National
Development Plan (2017-2021). All these plans
were aimed at making Zambia a middle and
prosperous- income country by 2030 in line with
the vision 2030 and Africa Agenda 2063.

6.1 POSITIVE RESULTS OF THE
STRATEGY

After 15 years of significant socio-
economic progress and achieving middle-income
status in 2011, Zambia’s economic performance
has stalled in recent years. Between 2000 and 2014
the annual real Gross Domestic Product (GDP)
growth rate averaged 6.8%. The Gross Domestic
Product (GDP) growth rate slowed to 3.1% per
annum between 2015 and 2019, mainly attributed
to falling copper prices and declines in agricultural
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output and hydro-electric power generation due to
insufficient rains, and insufficient policy
adjustment to this exogenous shock (World Bank,
2021).

The resurgence of National Development
Plans saw Zambia record growth in selected
macroeconomic indicators between 2006 and 2009.
Domestic debt as a proportion of GDP, fell from 20
percent in 2006 to 16.2 percent in 2009 although it
has increased to US $11.48 billion (49.8 percent of
GDP) at end 2019 (GRZ, 2020).

During the period 2006 to 2010, annual real
Gross Domestic Product (GDP) growth rate was
favourable, averaging 8.7 percent, with the highest
annual growth rate registered at 10.3 percent in
2010. Between 2011 and 2016, however, the
economic growth rate slowed down, and averaged
4.9 percent.

During the period 2017-2021, growth
declined further with the real growth rate averaging
1.4 percent largely due to unfavourable weather
conditions which impacted the agriculture and
energy sectors in the earlier years of the period.
Another notable development was in 2020 when
economic growth contracted by 2.8 percent,
registering the first recession since 1998. This was
mainly due to the effect of disruptions in supply
chains and containment measures associated with
the COVID-19 pandemic on sectors such as
tourism, construction, wholesale and retail trade as
well as manufacturing (GRZ, 2022).

The domestic revenue collections increased
to 17.4 percent of GDP in 2017, 19.1 percent of
GDP in 2018 and 20.2 percent of GDP in 2019.
This was against the targeted 18 percent, 17.7
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percent and above 18 percent in the respective
years.

Zambia has seen increased infrastructural
development ranging from the construction of
roads, Toll plazas, and bridges such as Kazungula
Bridge, housing facilities and operationalization of
the Multi-Facility Economic Zones in various
provinces (RDA, 2019). As at December 3l, 2014;
2,616 Km of roads had been procured out of which
406.09 Km had been surfaced and opened to traffic
while other roads were at different levels of
completion. Further-more the Link Zambia
program, since its inception, created over 18,000
jobs in the road construction industry (GRZ, 2015).

52 NEGATIVE
STRATEGY

RESULTS OF THE

The implementation of the envisaged fiscal
outlays proved to be a challenge, mainly due to
shortfalls in domestic revenues and grants from
Cooperating Partners. As a result, fiscal deficit
averaged 1.9 percent of Gross Domestic Product
(GDP) during the period against the FNDP average
target of 1.7 percent of GDP. The budget deficit
over the period 2017 to 2019 averaged 7.6 percent
of GDP compared to a planned average of less than
5 percent of GDP. In 2019, the deficit increased to
9.1 percent of GDP against a targeted rate of 6.5
percent (GRZ, 2020). As a proportion of GDP, the
public debt stock (domestic and external)
significantly increased from 22 percent in 2006 to
119 percent in 2021. The stock of domestic debt
(government securities and bonds) increased to
K193 billion by the end of 2021 from K6.24 billion
in 2006 (GRZ, 2022).

On the external side, the debt stock
increased from US$961 million in 2006 to US$1.1
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billion at the end of 2010. The stock of external debt
increased substantially from 2012, following the
issuance of Eurobonds in 2012, 2014 and 2015.
Consequently, the external debt stock reached
US$6.94 billion at the close of 2016. The stock
increased further to US$13.04 billion at the end of
2021. In addition, the Government had guaranteed
external borrowing amounting to US$1.53 billion,
mostly for power projects in the energy sector
(ibid).

Total domestic revenue collections during
the FNDP period averaged 17.5 percent and were
below the average target of 17.7 percent of GDP.

As at end of December 2020, Zambia’s total
public debt stood at USD 18.88 billion broken
down as USD 12.74 billion Central Government
external debt including existing principal arrears
and USD equivalent 6.14 billion or K 130.2 billion
domestic debt. Annual inflation was lowered to an
average of 11.3 percent as compared to 20 percent
recorded during the PRSP/TNDP period. Inflation
remained in double digits throughout 2020
averaging 15.7% and reached a record high of
26.6% in July 2021 (Zamstat, 2021).Zambia
became the first country in Africa to default on its
Eurobond debt post covid-19.

The national poverty rate remained largely
unchanged between 2010 and 2015 despite real
GDP per capita growing by 2 percent per year.
There were, however, marked differences between
rural and urban areas. Poverty in rural areas rose
from 73.6 percent in 2010 to 76.7 percent in 2015
with 82 percent of the poor living in rural areas. In
urban areas, by contrast, poverty fell slightly from
25.7 percent in 2010 to 23.4 percent in 2015.
Average poverty rate for Zambia increased from
43.6% in 1996 to 58.7% in 2015 growing at an
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average annual rate of 5.50%. With the outbreak of
COVID-19 pandemic coupled with high cost of
living, the poverty levels have worsened (World
Bank, 2020).

7.0 CONCLUSION

This paper has outlined the four
developmental strategies that the Zambian state has
undertaken since independence and highlighted
some major positive and negative achievements of
the adopted strategies on poverty, economic
development and general wellbeing of citizens. The
four development strategies outlined were State-led
development, generally in the 1960s and 1980s,
Structural Adjustment Program, generally in the
1990s. Then followed by the era of Poverty
Reduction Strategy Papers (early 2000s) and the re-
introduction of National Development Plans,
generally from 2006 to date.

At the national level, the Gini index which
is a measure of income inequality equality rose
from 55.6 in 2010 to 57.1 in 2015. In 2021, it
remained at 57.1 and third from the most unequal
country in Zambia (World Population Review,
2021). Significant achievements have been
recorded such as reduction in poverty from record
high of 78 percent to around 54 percent. The
economy has grown although not proportional to
the growth in the population. It is clear also that the
development approaches that were embarked on
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especially between 1991 and 2005 were largely
influenced by foreign institutions such as World
Bank, International Monetary Fund and other donor
institutions.

Further, it is very clear that the failure of the
plans to achieve the intended targets could be
attributed to some degree on the haste manner in
which plans were prepared as they were a
requirement of some sort to receiving aid from the
external organizations.

It is very clear that Global Copper prices
have had significant impact in driving Zambia’s
economic growth and GDP growth as can be seen
by the various bubbles observed at various time
intervals.
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