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Reform for Political Survival
Political and Economic Liberalisation in Zambia 1991-2001

This book is about political and economic liberalisation in Zambia in the period
1991-2001. The following questions of research guide the empirical analysis:
How do processes of political and economic reform interrelate? And, do eco-
nomic and political transition processes reinforce or hinder one another? I ana-
lyse negotiations between the Zambian government and key domestic interest
groups on the implementation of structural adjustment reforms through two
election periods; 1991-1996 and 1996-2001. Furthermore, I assess the dialogue
on political and economic reform between the MMD government and the inter-
national donor community represented by the International Monetary Fund
(IMF), the World Bank and Zambia’s main bilateral donors.

The Case of Zambia

In 1991 the Movement for Multiparty Democracy (MMD), an opposition
drawn from a broad coalition of trade unions, business interests, intellectuals
and students, won an overwhelming electoral victory over the single party for
the previous 17 years, the United National Independence Party (UNIP). As one
of the first countries in sub-Saharan Africa to do so, Zambia experienced a
peaceful transition to multiparty rule. One of the most significant aspects of the
transition was the fact that MMD in its election manifesto (MMD 1991) com-
mitted itself to implement a liberal economic reform programme. This had been
attempted since the early 1980s by the UNIP one-party government without suc-
cess. Zambia thereby joined the ranks of a number of countries in Latin Amer-
ica, Asia, Eastern Europe, and Africa that replaced authoritarian governments
with elected ones, while simultaneously attempting to implement far-reaching
economic reforms.

The international donor community in turn generously rewarded the new
government’s commitment to both political and economic change. In the late
1980s, a new aid policy had evolved arguing that processes of political and eco-
nomic reform were mutually reinforcing and should, therefore, be implemented
simultaneously (World Bank 1992; Landell-Mills 1992; Moore 1993; Nelson
and Eglington 1992). The peaceful transition to multiparty democracy in 1991,

11
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as well as the economic policies promoted by the new government, made Zam-
bia a ‘model for Africa’ both in the eyes of the international donor community
and much of the academic community (Bratton 1992; Joseph 1992; Bonnick
1997). With donors eager to promote an African ‘success story’ of dual reforms,
as one of the few countries in sub-Saharan Africa to do so, Zambia experienced
substantial growth in official development assistance (ODA) in the immediate
period after 1991.

The 1991 transition and the policies adopted by the MMD government were
influenced by Zambia’s recent history and its predecessor’s uneasy relationship
with the international donor community. Among the nations of sub-Saharan
Africa, Zambia suffered one of the greatest and most rapid economic declines
starting in the early 1970s. According to one estimate, GDP declined by 30 per
cent between 1975 and 1990 (Southern African Economist, June 1990). Zam-
bia’s relationship with the multilateral financial institutions started in 1973. The
stability measures, and later structural adjustment programmes, introduced
between 1973 and 1990 all failed to address the underlying structural problems
of the Zambian economy; a large and wasteful state sector, inefficient agricul-
tural production and an unsustainable policy of food subsidies. The World Bank
and IMF’s reform proposals focused, among other things, on the reduction of
food subsidies to the urban population and on an increase in agricultural pro-
duction by promoting small-scale farming and better price incentives for farm-
ers. The political costs of the proposed reform measures were, however, high in
a society where approximately 50 per cent of the population lived in urban areas
and where the interests of workers were protected by strong and vocal labour
unions. Faced with ‘food riots’ in the urban areas each time comprehensive re-
forms were attempted, President Kaunda abandoned the economic reform pro-
grammes. Due to an escalating debt burden and increasing donor co-ordination,
in the late 1980s Zambia was unable to draw on financial assistance from the
multilateral finance institutions and, hence, from commercial sources. The
unabating decline of the Zambian economy had now become the main issue of
concern for the growing domestic opposition. Former opponents of economic
reform campaigned against President Kaunda and UNIP on a ticket of economic
liberalisation. The forces opposing one-party rule had their organisational base
in the Zambian trade union movement (Zambia Congress of Trade Unions), but
also included the business community, UNIP dissidents, the churches and stu-
dents.

Assuming power in 1991, the new MMD government was faced with a
number of challenges. On the one hand, the government had to negotiate an
agreement with the international donor community for substantial debt-relief
and a new economic recovery programme. Yet, at the same time, it was neces-
sary to accommodate to their broad-based constituency, in which large seg-
ments, most notably labour, throughout the 1980s had consistently fought
against the economic restructuring measures demanded by the international
donors. Both the external donors and the domestic opposition, however, de-
manded that the reform processes should be implemented through democratic
decision-making procedures. These challenges form the focal point of this study

12
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Chapter 1: Reform for Political Survival

analysing the role of three main sets of actors; the MMD government, the main
domestic interest groups and the international donor community.

What, then, actually happened to the political and economic reform process-
es in the period 1991-2001?

Political Liberalisation 1991-2001

On November 18, 1996, Zambia conducted the second parliamentary and pres-
idential elections under a multiparty constitution. These second elections were
regarded as a crucial test of the sustainability of both the economic reform pro-
gramme and the strength of the regime’s commitment to consolidating the
process of political liberalisation begun in 1991. The 1996 general elections sug-
gested to local and international observers that the Chiluba government was
willing to compromise the rule of law, was intolerant of criticism and willing to
exploit its majority position and control of government resources to undermine
its opponents. MMD used its parliamentary majority to push through constitu-
tional amendments that denied the strongest opposition candidate, former pres-
ident Kenneth Kaunda (UNIP) the possibility to contest the 1996 presidential
elections. The use of a contentious voter register and an uneven electoral play-
ing-field led both the domestic opposition and the international donors to chal-
lenge the legitimacy of the 1996 elections (Baylies and Szeftel 1997; van Donge
1998; Bratton and Posner 1999; FODEP 1996). Nevertheless, these elections in-
dicated that after five years of continuous economic reforms—and a growing
opposition to these reforms—no opposition party had emerged to challenge the
ruling party or their economic policies.

The third presidential, parliamentary and local government elections were
conducted on December 27, 2001. As the third consecutive elections within the
multiparty constitution framework, these elections suggested that the electoral
process in Zambia had become regularised. In the 2001 presidential elections
there was also a succession. In the final hour President Chiluba decided to abide
by the 1996 constitution limiting the president to two terms in office. Levy
Mwanawasa of MMD was sworn in as Zambia’s new president after the most
closely contested elections witnessed in the country. With 29 per cent of the total
vote, Mwanawasa was left with a weaker electoral mandate than any previous
Zambian president. As in the 1996 elections, local and international election ob-
servers expressed serious reservations as to whether the electoral process had
been free and fair (Meadowcroft 2002; Burnell 2002; FODEP, 2002). Again the
observers accused the government of failing to create a level playing-field for the
elections. Yet, similar to the 1996 elections, despite MMD’s poor socio-eco-
nomic record, none of the eleven opposition parties presented an alternative eco-
nomic programme to that of continued economic liberalisation.

The elections in 1991, 1996 and 2001 indicate that Zambia’s democracy is
far from consolidated. With hindsight, a number of political incidents suggest
that the democratic reform process stalled in late 1993. The new politicians who
entered politics in 1991 expressing their commitment to the values of democracy
and human rights, were then replaced by veteran politicians associated with the

13
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one-party rule of UNIP. In the second Chiluba administration, the government
became more and more isolated and reacted in a paranoid manner to criticism
from external donors, the press, interest groups and opposition parties. Con-
trary to expectations in the early 1990s, throughout the decade the separation
between the incumbent party and the government became increasingly more
blurred. Despite the stated intention to reduce the powers of the presidency in
1991, the powers of the executive office increased.

Economic Liberalisation 1991-2001

Zambia’s economic reform record in the 1990s is exceedingly complex and
mixed. The economic reform process advanced considerably in the initial years,
and significant changes in the economic policy regime were implemented
between 1991 and 1994. Within the first two years, the government had com-
pleted the liberalisation of the external and domestic trade regime by eliminating
tariffs, freeing the exchange rate and interest rates. Despite several exogenous
shocks and uneven implementation, the MMD government maintained an open
trade regime; Zambia put the COMESA Free Trade Agreement into effect in
October 2000, as one of the first countries in the region to do so. Initially similar
formidable steps were taken towards liberalising agricultural marketing and
production. However, sporadic government involvement in the marketing of
fertiliser and maize has contributed to market insecurity and an underperform-
ing agricultural sector. The privatisation process presents a similar story. In
1996 the Zambian privatisation programme was held by the international press
and the World Bank to be one of the most successful on a world scale (Financial
Times, March 4, 1997; World Bank Findings, October 1996). However, the deci-
sion to postpone the privatisation of the mining industry until 1998 and to
finally only sell the mining conglomerate in March 2000 had enormous adverse
consequences for the economy as a whole. Overall, despite the significant and
sustained changes, many important aspects of economic reform were either not
implemented or implemented in a haphazard manner. The public sector reform
programme, deemed essential both to balancing the budgets and to enhancing
the capacity of the bureaucracy, was not implemented during MMD’s first two
administrations. Thus, during the 1990s the foundation was laid for a shift from
a state-oriented to a market-based economy. Despite several exogenous shocks
and uneven implementation, none of the reform measures implemented have
been reversed. But several key reforms were never implemented. Partly as a re-
sult of uneven implementation, the Zambian economy did not experience
growth in the 1990s. Most alarmingly, social indicators regressed throughout
the 1990s.!

What can explain the Zambia development trajectory of partial political and
economic reforms witnessed in the period 1991-2001? Why were some ele-

1. The Zambia Human Development Report 1999/2000 found that Zambia is the only country in the world for
which data on the human development index is available with lower human development indicators in 1997
than in 1975 (UNDP 2001:1). Overall poverty was in 1998 measured at 72.9 per cent, with extreme poverty
having risen to 57.9 per cent (Ibid. 2001).

14
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ments of the economic reforms implemented soon after the 1991 elections while
other vital reform processes were postponed? Finally, to what extent can the ex-
perience with dual reforms in Zambia during the 1990s inform the theoretical
debates on the interconnections between political and economic liberalisation?

The Expectations: The Dual Reform Perspective

After a decade of poor economic results and increasing internal opposition to
corruption and bad economic practices in authoritarian regimes, the early 1990s
saw a new focus on political and economic liberalisation that assigned a vital
role to civil society associations (Landell-Mills 1992; Healey and Robinson
1992; Robinson 1995). Acknowledging both the changing political climate and
the inconclusive evidence generated from comparative research, a new consen-
sus emerged in the 1990s arguing that economic and political reforms could be
implemented simultaneously (Widner 1994; Haggard and Webb 1994; Haggard
and Kaufman 1993).

Both the academic literature and the donor community’s dual reform strat-
egy expected political liberalisation to enhance pluralism in decision-making
processes (Haggard and Webb 1994; Haggard and Kaufman 1995; Milner 1997;
World Bank 1992). As a result, both donors and academia emphasised the im-
plicit contradictory relationship between the two processes. Governments com-
mitted to dual transition processes were expected to face a political dilemma:
economic reforms were expected to involve immediate costs yet the potential
benefits were expected to be more long term and uncertain. At the same time,
the process of political reform allowed potentially ‘losing coalitions’ access to
the political arena to challenge the reform measures. As a result, transitional
governments attempting to implement an economic austerity programme, while
at the same time consolidating the political reform process, were advised to take
advantage of the expected political period of grace (often referred to as ‘the
honeymoon’) in order to overcome political dilemmas associated with the dual
reform processes. According to this perspective, governments should, in due
time before the next election, seek support from those segments of society which
had benefited from the reform process. Based on a similar dual-reform logic,
donors were advised to reward ‘reform willing’ governments with increased lev-
els of aid in the early stages of the reform process (World Bank 1994).

The Argument: Zambia’s Dual Reform Experiences

This study of Zambia’s reform processes confirms the dual reform ‘logic’. In the
first period after the 1991 elections, a wide range of economic reforms were im-
plemented, and domestic interest associations were only consulted to a limited
extent. Key ministers in the MMD government explicitly stated their intention
to take advantage of the initial ‘honeymoon’ period offered by the 1991 elector-
al majority. As a result, the MMD government did not attempt to create a
broad-based consensus for its economic policies. The MMD government was,
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in turn, rewarded with extraordinary levels of aid. Between 1990 and 1994, aid
to Zambia reached an average of US$ 951 million from an average of US$ 312
in the 1977-1989 period (Saasa and Carlsson 2002:67). However, the second
phase of the first electoral term did not witness closer cooperation and consul-
tations with domestic interest groups. In the second election period (1996—
2001) the institutionalised relationship between government and interest groups
established in the one-party era came to a complete stop. Disregarding lack of
economic results and the fact that no sector of society had emerged as ‘winners’
of the economic reforms, the economic reform programme continued through-
out the 1991-2001 period. The MMD government did not face an opposition
that seriously challenged its economic policy in the 1996 or 2001 elections.
Thus, despite a disastrous socio-economic record, the processes of political
and economic liberalisation proceeded concomitantly without seriously affect-
ing or undermining each other. Both the political and economic liberalisation
processes share a fate of partial implementation. Zambia has, thereby, joined
the vast majority of African reform governments who have entered a ‘transition-
al grey zone’ (Carothers 2002) stuck in a ‘partial reform syndrome’ character-
ised by permanent economic crisis (van de Walle 2001). In the 1991-2001
period, three local, parliamentary and presidential elections have proved that
despite the presence of thirty-six listed parties and around 400 non-governmen-
tal associations, there are presently almost no organisations in Zambia capable
of contesting the incumbent’s power. As a result, pluralism, and with it institu-
tional proliferation, has increased MMD’s autonomy from society. Stressing
continuity rather than change, the Zambian case suggests that the political prac-
tices associated with one-party rule, such as centralisation of power in the presi-
dential office and extensive use of state patronage for political gain, may prevail
within the formal structures of democracy and a market economy. These rather
counterintuitive conclusions are explained by the following findings.

The Decline of Interest Group Influence

Political liberalisation re-introduced multiparty elections and civil liberties in
Zambia. However, the process of political reform did not result in increased
political participation. Contrary to the assumptions of pluralist theory, the
Zambian case study indicates that the influence of interest associations declined
as a result of the economic and political liberalisation processes. The immediate
effect of the economic reforms was that business, labour and agriculturual asso-
ciations experienced a decline in income and membership because of increasing
levels of redundancies, bankruptcies and the high cost of living. The circum-
stances around their reduced political influence were unique to each sector.
Chiluba’s trade union background ensured the MMD government initial sup-
port and extensive knowledge of the trade union movement. This enabled
MMD to capitalize on the split between private and public sector unions. The
fundamental division between industrialists and traders weakened the potential
political influence of the main business associations. The problems of agricul-
tural liberalisation and the dualism of agricultural sector interests rendered the

16

4~ 40



%% é RAKNER I Page 17 Wednesday, October 1, 2003 2:17 PM

Chapter 1: Reform for Political Survival

agricultural lobby weak and ineffectual. Neither Zambian business, labour nor
agricultural interests could be considered (or indeed, considered themselves) to
be ‘winners’ of the reform process. While some reform measures benefited a sec-
tor as a whole, other measures hurt some sectoral interests and benefited others.
As a result, no sector emerged that could be characterised as a new constituency
in favour of the economic reform policies.

That economic changes could adversely impact economic interest groups is
perhaps not unexpected. What is surprising, however, is that the process of
political liberalisation also weakened the relative position of organised interest
groups vis-a-vis the government. The creation of a large number of non-govern-
mental associations and 36 new opposition parties between 1991 and 2001 in-
creasingly made it difficult for traditional economic interest associations to be
seen and heard in the press and in public fora and thus, to lobby government.
Their weakness in terms of membership base and associational density further
reduced the incentives of the government to consult with, or yield to the interests
of, particular interest organisations: they did not represent a significant electoral
support-base for the government. Furthermore, for economic interest associa-
tions to influence policies as envisioned in the pluralist notion of ‘winners’ and
‘losers’, it is necessary to provide channels into the competitive political process-
es. In the 1990s, no links were formed between Zambian economic interests and
the party system. Party formation and politics centred around issues of person-
alities, individual ambitions and ethnic relations, and opposition parties re-
mained exceedingly weak. No party offered an agenda that challenged MMD’s
economic reforms and, as a result, the interest groups representing business,
labour and agriculture had few channels into political decision-making arenas.
Continued executive dominance, coupled with organisational proliferation and
a weakly institutionalised party system, meant the electoral channel did not
function as a credible ‘threat’ to the incumbent government. As a result,
throughout the 1990s, the MMD government was able to ignore the voices of
business, labour and agriculture. Echoing findings from the comparative litera-
ture, the Zambian case study suggests that interest coalitions located within the
government and bureaucracy were more influential than independent interest
associations in terms of opposing and postponing reforms.

The Increased Leverage of the MMD Government vis-a-vis Its External Partners

The analysis confirms that the external actors played a central role in the Zam-
bian dual reform processes and that reform implementation cannot be reduced
to either a domestic or an international policy matter. The MMD government
initially almost uncritically accepted the reform proposals set forth by the donor
community. But like the Zambian government, the aid donors failed to express
a coherent strategy of economic growth in their negotiations with the govern-
ment. Instead, in the 1990s both the government and the donors made fiscal
austerity an end in itself and a measure of reform commitment. Similar to the
experiences of the 1980s, donor conditionality proved unable to stem the wan-
ing reform commitment witnessed from the mid-1990. The experiences in Zam-
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bia indicate that the specific targeting of certain reform elements and the
technically formulated benchmarks offered relatively wide room for manoeuvre
for the Zambian authorities. Reflecting continuity rather than a shift in donor-
government relations, a partial reform syndrome was supported and maintained
by the inability of donors to apply the conditionality instruments in a coherent
manner. Like the domestic opposition, the donor community also proved
powerless in terms of providing checks against the declining levels of governance
witnessed from 1993 onwards. Despite a rhetorical commitment to a dual con-
ditionality agenda, the Zambian case study suggests that if a recipient country
(in part) follows the economic policy prescriptions, lack of adherence to princi-
ples of democracy will not be challenged by the donors.! Thus, the pattern of
partial political and economic reforms was reinforced by continued donor sup-
port. Paradoxically, the international donor community contributed, and large-
ly fed into, the political developments witnessed in Zambia in the 1990s of
increasing executive dominance and poor financial discipline.

Introduction of the Central Actors

To take account both of Zambia’s past domestic history with vocal interest
groups having protested against economic reforms, and the country’s conflicting
relationship with the international donor community, the analysis of political
and economic liberalisation in Zambia in the 1990s is envisioned as a two-level
game between on the one hand, domestic interest groups and the MMD govern-
ment, and, on the other hand, the international donor community and the gov-
ernment.

In the 1990s, an emerging literature on political and economic reform proc-
esses began to argue that it was not feasible to understand processes of reform
in Africa without considering the powerful role played by the international
donor community (Remmer 1995; Milner 1997; White 1998; Brautigam 2000;
van de Walle 2001). Nevertheless, Putnam’s (1988) model of two-level games
remains one of the few explicit theories seeking to capture the interrelationship
between domestic and international policy negotiations. The main idea behind
Putnam’s two-level game perspective is that political leaders are constantly play-
ing the domestic and international arenas simultaneously. Considering the start-
ing point of Zambia’s dual reform project in 1991, the need to include both
domestic and international actors in the analysis presented itself.

The Domestic Policy Game between Government and Interest Groups

The previous attempts at economic restructuring in the 1980s failed, and in
most accounts, the failure was attributed to the opposition from urban constit-
uents with its organisational centre in the Zambian labour union movement.
The same labour movement provided the organisational backbone of the 1991
transition process. The new President of Zambia as well as a number of minis-

1. This argument is elaborated in Rakner, van de Walle and Mulaisho, 2001.
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ters in the first MMD Cabinet came from the labour movement. To many
observers, it was therefore evident that the success or failure of Zambia’s dual
reform process depended on how the new government managed to construct a
working relationship with the labour movement and more generally, urban
interests (White 1996; Bratton 1992; Joseph 1992). Alternatively, the success
depended on the government’s ability to shift its organisational and constituent
basis of support. Thus, the analysis of dual reforms in Zambia in the 1991-2001
period is structured to take account of the relationship between the state and the
main societal interest associations. Focusing on the implementation of the eco-
nomic restructuring programme, the analysis emphasises the relationship
between the government and the main representative associations of labour
(Zambia Congress of Trade Unions, ZCTU), business (Zambia Association of
Chambers of Commerce and Industry, ZACCI and Zambia Association of
Manufacturers, ZAM), and agriculture (Zambia National Farmers Union,
ZNFU and Zambia Co-operative Federation, ZCF).

The Labour Unions

In terms of labour the analytical emphasis is placed on the Zambia Congress of
Trade Unions (ZCTU). With its 19 affiliated national unions and approximately
350,000 members in 1990, or close to 70 per cent of those in formal sector em-
ployment, ZCTU was at the time regarded as one of the strongest labour move-
ments in sub-Saharan Africa (Rakner 1992; Buhlungu and Adler 1997).
Unionised labour, nevertheless, only represents a marginal part of the total
labour force in Zambia. But, due to its strategic location in the urban centres,
labour has constituted an important factor in Zambian political life from the
days of colonialism. The unions played a key role in the struggle for independ-
ence in the 1950s. Furthermore, the unions provided the main organisation base
of the movement for multiparty democracy in 1990-1991 that resulted in the
transition to multiparty rule and the ascending of MMD to power. Due to its
historical role as a major opposition force to the economic reforms during the
previous regime, and its ties to the government through the President and three
ministers from the labour union in the MMD Cabinet, the Zambian labour
movement was considered to be a central societal association in the process of
political and economic reforms. Again, based in pluralist, democratic theory, the
assumption at the outset was that the power of labour would increase within the
new political structures as democratisation is considered to favour large mem-
ber organisations.

Business

Although MMD drew its organisational strength from the labour movement,
the campaign financing and its international credibility, most notably with the
donors, were provided by the business community. Due to the pro-business pol-
itics expressed by MMD in its election campaign, the position and influence of
the business community was expected to increase in the Third Republic and to
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further reinvigorate a number of small business associations which had been in-
effectual during the Second Republic (van de Walle and Chiwele 1994). But, in
contrast to the trade unions, the business sector in Zambia is quite dispersed and
private sector interests in Zambia are represented by a large number of business
associations, ranging from the smaller associations, such as the Zambian Tour
Operators Associations to the largest Zambia Association of Manufacturers
(ZAM).! However, most sectoral associations are apex members of the Zambia
Association of Chambers of Commerce and Industry (ZACCI). Together with
ZAM, ZACCI has been the main association representing private business in
negotiations and consultations with the government in the 1990s. ZACCI was
created in 1938 by the local chambers of commerce as the co-ordination body
for business. By 1993, ZACCI had a permanent staffed secretariat, an executive
director, an economist and 8 support personnel. Including six chambers of com-
merce, 35 corporate members and seven trade associations (including ZAM),
the membership was approximately 500 (Profit, December 1996).

Agricultural Interests

Together with private business interests, agricultural producers were perceived
to be the main potential ‘winners’ of the economic restructuring measures. It
was assumed that Zambian economic policies in the one-party era had favoured
urban constituents (Bates 1981). But, common in Southern Africa, Zambian
agriculture exhibits a multi-faceted character comprising approximately:

— 550,000 small-scale farmers, cultivating approximately 1-2 hectares of land
using low inputs, little technology, relying on family labour and retaining a
large proportion of production for household subsistence.

— Approximately 750 individually or corporately owned large-scale commer-
cial farms, each cultivating 40 hectares or more of land for commercial sale,
with extensive mechanisation and relying upon permanent and casually
hired staff.

— An intermediate group of approximately 50,000 ‘emergent’ farmers each
cultivating 5-20 hectares with draught power and greater use of purchased
inputs than smallholders (World Bank 1996a:33).

In the 1990s, the Zambian National Farmers Union (ZNFU), until 1991 the
Commercial Farmers Bureau (CFB), was the main agricultural interest associa-
tion in Zambia in terms of advocating and lobbying the government on behalf
of its membership. Traditionally, ZNFU articulated the interests of the large-
scale commercial farmers. In the early 1990s, ZNFU attempted to enlist farmers
of the two other categories as well in order to increase its lobbying potential.

1. Moore and Hamalai list a number of reasons why business associations in most countries are relatively numer-
ous, compared especially with farming and labour associations, pertaining to the higher incomes of firms, lack
of resistance from workers, the small number involved in organising and lack of external reality checks on the
legitimacy of their organisational existence. The central explanation, however, is that organisers are active in
creating and sustaining business associations because they have an individual interest in the existence and pros-
perity of the organisation (1993:1895-1912).
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During the Second Republic, small-scale producers were primarily represented
through the Zambia Co-operative Federation (ZCF). Under UNIP’s reign, ZCF
became part of the party structure and functioned as a wing of the party with
the sole responsibility of administering the distribution of inputs and marketing
of outputs from rural grain producers. After the liberalisation of the agricultural
sector in 1993, the MMD government no longer provided funding to inputs for
and marketing of agricultural produce through the co-operative movement. As
a result, the co-operative movement had to generate its own funding. A great
number of the former co-operatives ceased to function, and some new member-
organised co-operatives emerged. In addition, three new organisations seeking
to represent the small-scale and emergent farmers were formed during the
1990s, including the Peasant Farmers Union of Zambia (PFUZ 1995), the
National Association of Small-Scale and Peasant Farmers Union of Zambia
(NASSPFU 1989) and Women in Agriculture (1995). Apart from ZNFU, the
associations representing agriculture are poorly organised, financially weak and
given to organisational infighting.

The External Policy Game between Government and Donors

Zambia’s transition to multiparty rule had a strong domestic component with a
base in the trade unions, sectors of the business community, the churches and
the intellectuals. Yet, the process only gathered momentum when the domestic
opposition was supported by the international donor community. In the 1980s
the international donor community became increasingly more cohesive and co-
ordinated on the principles of economic policy reform, based on the promotion
of exports through market-friendly economic policies.! A second shift occurred
in the early 1990s. Connecting the lack of success of the first decade of structural
adjustment programmes to domestic policy issues, the World Bank first intro-
duced the concept of ‘good governance’ as a solution to the political and eco-
nomic failures of African states (World Bank 1989, 1992). The international
financial institutions emphasised ‘non-political’ governance issues, such as ac-
countability, transparency and the rule of law. This way, the World Bank and the
IMF attempted not to tie their assistance to the issues of democracy and human
rights advocated by the bilateral donors. Yet, while emphasising different as-
pects of political liberalisation, a dual conditionality agenda emerged in the
1990s supported and promoted by the multilateral and bilateral donors. Thus,
international development aid in the 1990s became conditioned both on a set of
macro-economic performance criteria and issues of governance and democracy.

The international donor community’s increased influence over recipient
countries’ economic and political affairs must also be related to the inability of
developing governments to attract alternative sources of private finance capital
(Killick 1997). Zambia had for decades sought to avoid donor cohesion and the
reforms advocated by the external donor community. In the late 1980s the sit-

1. The concept of cohesion is used to denote the range of agreements among representatives of the states and mul-
tilateral organisations within the international donor community (Sandberg 1990).
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uation was fundamentally altered. In 1987 multilateral aid programmes were
suspended. Due to the substantial international arrears accumulated, Zambia
was no longer eligible for commercial or IMF credit (West 1989). When the
World Bank withheld disbursements due to non-compliance with the country’s
international debt obligations in 1991, Zambia was virtually cut off from inter-
national credits. Thus, the survival of any political regime in Zambia depended
upon improving the country’s international financial relations. As a result, the
role of the international donor community was at the outset assumed to be of
vital importance for the consolidation of the new government as well as the
political system introduced in 1991. Due to the former regime’s lack of commit-
ment to economic reform, Zambia’s international credibility was at a low-point
in 1991. In order to lay the foundations for the resumption of growth in the
Zambian economy, the arrears with the IMF had to be cleared and fresh
balance-of-payments support and investments had to come from donor funds.
For their part, the donor community found in Zambia a potential success case
for the new ‘dual conditionality agenda’.

For indebted, donor dependent nations like Zambia, the international
donors function both as a strong interest lobby in favour of a set of policies and
the external sanctioning party in terms of further finance. The increasing appli-
cation of cross-conditionality in the 1980s and 1990s, in which donors and
creditors insisted on an a priori stabilisation programme with the IMF pro-
gramme before lending could resume from bilateral donors, increasingly made
the international donor community an external supervisor of national budgets
and economic policies (Havnevik and van Arkadie 1996; Mkandawire 1996,
1999). Illustrating the central role of the external donor community, the Con-
sultative Group meeting process was referred to as ‘our external parliament’ by
Zambian policy makers.! Interviews with economic policy makers in Zambia
indicated that the international donor community was regarded as the final
sanctioning body of economic policies, above the National Assembly. In addi-
tion to the two main multilateral donors, the World Bank and IMF, the analysis
also includes Zambia’s main bilateral donors. In terms of aid disbursements,
according to the statistics provided by the Development Assistance Committee
(DAC) of OECD, these included disbursements from Canada, Germany, Japan,
Norway, Sweden, the Netherlands, the United Kingdom, and the United States
in the 1990s.

As argued above, the introduction of good governance as a condition for aid
disbursements tied the operations of the World Bank, and implicitly the IMF, to
the bilateral donors, the main owners of the two international finance institu-
tions. According to Killick:

[Slince the end of the cold war, bilateral donors have taken the lead in extending condi-
tionality to the sphere of political systems ... The BWIs [Bretton Woods Institutions] have
sought to distance themselves from such overtly political stipulations but the enthusiastic
espousal of political objectives by their major shareholders has meant that they are invar-
iably drawn into this extension of attempted influence. (1997:484)

1. Personal interview, Ben Mwene, Secretary to the Treasury, Ministry of Finance. Lusaka, January 13, 1997.
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The Multilateral Donors

While the operations of the World Bank and the IMF in the 1980s became in-
creasingly tied, the IMF had a narrower mandate, to restore macro-economic
stabilisation and growth through the introduction of a set of macro-economic
policies. The IMF loans, while on concessional terms, were conditioned on
closely monitored macro-economic and structural performance benchmarks
(Killick 1997; Collier 1997). The World Bank, adhering to similar performance
criteria, presented a wider ‘conditionality agenda’ including issues of govern-
ance as well as policy goals linked to poverty reduction and sectoral perform-
ance. However, in terms of their roles in promoting economic policy reform in
Zambia the functions of the two multilateral institutions are grouped in the
analysis. Due to the increasingly active role of the international finance institu-
tions in Zambia from the mid-1970s onwards, close to half of Zambia’s long-
term external debt is owed to the multinational institutions. As a result of the
multilateral institutions’ position in the international financial market, a major
aim of the operations of the IMF and the World Bank is to enable the indebted
nations to repay their debt (Gordon 1993; Collier 1997). This, and the more
limited mandate for their aid, distinguish the operations of the international
financial institutions from the bilateral donor community (Collier 1997).

The Bilateral Donors

The group of bilateral actors, while not a homogenous group in terms of the size
of their aid portfolios or policy goals, have a number of similarities. Bilateral
donors answer to their national assemblies and, ultimately to the tax payers in
their home countries. They are sensitive to criticism about donating aid to ‘bad
causes’, in the post-cold war era increasingly seen as dictatorial regimes without
development inclinations (Stokke 1996). Most of the large western bilateral
donors have since the early 1990s explicitly tied their aid policies to promotion
of good governance, democratic development and adherence to human rights.
Observers relate the bilateral donor governments’ call for democratic reforms
and respect for human rights in the early 1990s to growing aid fatigue—again
linked to decades of limited measurable success of aid (Killick 1996; Havnevik
and van Arkadie 1996). Studies of the motives behind bilateral donor aid have
emphasised commercial objectives and foreign policy objectives (Mosley et al.
1991; van de Walle and Johnston 1996). However, bilateral donors are also
guided by altruistic motives (Selbervik 1997; Stokke 1995, 1996). The ‘mixture’
of altruism and self-interest varies within the group of bilateral donors, with the
larger donors displaying the most mixed motives. However, by the late 1980s
Zambia had become a relatively marginal country both in terms of security
issues and international business interests. This, and the increasing coherence
developed within the international donor community in the post-cold war era,
meant that Zambia’s bilateral donors largely succeeded in co-ordinating their
aid policies. In this analysis, bilateral donors are, therefore, treated as a homo-
genous group.
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The Sources of Analysis

The paucity of quantitative data for sub-Saharan Africa in areas such as fiscal
policy and trade, and the lack of adequate data on institutional reforms is a
problem shared by researchers as well as African policy makers. This analysis
has attempted to utilise a variety of sources and sought to combine (and check)
quantitative data with qualitative interviews and observations and vice versa. In
addition to the secondary sources found in the comparative empirical and theo-
retical literature, the research is based on approximately 150 qualitative inter-
views with representatives of the international donor community, the Zambian
government, Members of Parliament, representatives of interest groups, non-
governmental organisations, and the Zambian academic community. Moreover,
primary written material was collected in archives of various interest groups,
donor organisations and the Government Archives. Parliamentary debates and
newspaper articles (Times of Zambia, Zambia Daily Mail, The Post and Finan-
cial Mail) for the period 1991-2001 were collected from the National Archives
and the documentary centre of the Institute for Social and Economic Research
(INESOR), University of Zambia.

Outline of the Analysis

In 1991, the cards were dealt again in Zambia. A new government intent on
developing the Zambian economy in cooperation with its international part-
ners, promised to do so while abiding by the principles of democracy. The
political decisions met a donor community eager to support what they hoped
would become an ‘African success story’, showing that it is possible to achieve
growth while upholding democratic practices and respect for human rights. It is
to this relationship between the Zambian government, the main economic inter-
est associations and the international donor community the analysis now turns.

Following this introduction, Chapter 2 presents the theoretical and compar-
ative literature of dual reform processes which forms the basis for the empirical
analysis.

Chapter 3 provides an analysis of the economic and political developments
in the period leading up to the 1991 elections.

Chapter 4 covers the economic liberalisation process with a basis in the
domestic negotiations between the MMD government and the key interest
groups representing labour, business and agriculture. The first section assesses
economic reform implementation in the two election periods (1991-1996,
1996-2001). The second section analyses negotiations on economic policies be-
tween the government and business, agriculture and labour in the period 1991-
2001.

Chapter 5 analyses the political liberalisation process 1991-2001 emphasis-
ing domestic negotiations between government, interest groups and opposition
parties. First, the chapter assesses political developments in the two election
periods (1991-1996, 1996-2001). Second, the decline of interest group influ-
ence is explained with reference to three aspects of Zambian political develop-
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ments 1991-2001: organisational proliferation, the weakly institutionalised
party system and continued executive dominance.

Chapter 6 discusses the external policy negotiations between the MMD
government and the World Bank, IMF and Zambia’s main bilateral donors. The
first section assesses negotiations between donors and government at the Con-
sultative Group meetings 1991-2001 (political and economic conditionality).
Section two focuses on the leverage of government vis-a-vis its donors. The final
section discusses ownership in the context of conditionality based aid.

Chapter 7 summarises the main findings from the external and domestic pol-
icy negotiations over political and economic liberalisation 1991-2001. The final
chapter then moves to discuss the endurance of neo-patrimonial aspects of rule
in the context of political and economic liberalisation.
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Political and Economic Liberalisation in Theory
and in Africa

Do processes of political and economic reform interrelate? Is there a negative or
positive correlation between political and economic liberalisation? Are demo-
cratic or authoritarian systems better equipped to carry out economic reforms
intended to secure growth? These broad questions of research have long occu-
pied political scientists. An escalating Third World debt crisis, coupled to major
shifts in the economic policies of the US and UK in the early 1980s, brought
issues of economic liberalisation to the centre of academic attention. In the
1990s, the wave of democratisation following the fall of the Soviet Union initi-
ated a major and influential scholarly debate on dual reform processes. In this
chapter I review the theoretical debates on the interconnections between politi-
cal and economic reforms. As the discussion will reveal, the role of interest
groups has been given great consideration in the academic debates on processes
of economic and political reform. Very recently the literature analysing Africa’s
political and economic reform processes has recognised the influential role
played by international aid and donors. The chapter concludes by arguing for
analytical designs that integrate the role of aid and international donors to anal-
yses of political and economic reform processes.

Interconnections between Political and Economic Liberalisation

Within pluralist democratic theory political liberalisation should entail
increased freedoms for associations which will lead to a rise in the number of
societal groups, and new freedoms of speech will ensure that they have a voice.
Within this perspective it is anticipated that, over time, this will create problems
for governments wishing to implement economic reforms, since such govern-
ments need to maintain political support in order to be re-elected, and since the
electorate normally does not like to endure difficult economic restructuring,
such as cuts in government spending. This is considered to be the dilemma
facing new democracies attempting to implement political and economic reform
simultaneously. Assuming that democratisation, at least temporarily, may un-
dermine economic reform by encouraging political participation and empower-
ing interest groups that are unlikely to benefit from reform, the academic and
aid-related literature has over the past three decades presented various theoret-
ical formulas to overcome this dilemma.
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Among the early modernisation theorists, Lipset argued that political and
economic development complemented each other in a universal process of mod-
ernisation (Lipset 1959).! But the idea that economic development and demo-
cratic governance complemented each other as part of an evolutionary
modernisation process became discredited following the disappointing econom-
ic performance of many newly independent countries that had adopted demo-
cratic systems of government. The high growth rates of the East Asian newly
industrialising countries achieved under stable, authoritarian regimes further
served to discredit the early postulates of modernisation theory. These experi-
ences supported the view that pragmatic authoritarian rule rather than democ-
racy was necessary to bring about economic transformation. Within this
perspective, the high levels of popular participation and expectation associated
with processes of democratisation and modernisation were perceived to have
destabilising effects on economic systems and development. In order to achieve
economic growth, according to this perspective, interest group pressure and
popular demands should be contained in the early and intermediary stages of a
country’s development process.?

The Argument for Authoritarianism

Two interrelated events in the late 1970s brought the issue of economic liberal-
isation to the centre of academic attention. An escalating debt crisis in develop-
ing countries, most notably in Latin America, coincided with a distinct shift in
economic policies in the US and UK (under Reagan and Thatcher) strongly em-
phasising market reforms and the need to expand global markets for Western
corporations. As a remedy to the economic crisis in Latin America and Africa in
the late 1970s, the International Finance Institutions introduced Structural
Adjustment Programmes (SAPs). The economic reform measures prescribed
centred around a set of core principles involving liberal trade, competent admin-
istration, secure property rights, privatisation of state enterprises, and market-
based prices, interest rates, and capital flows (Williamson 1993; Diamond and
Plattner 1995; Nelson 1996). The early literature on the politics of reform re-
garded democratic regimes as less able to undertake the necessary economic re-
forms than authoritarian ones (Lal 1983; Nelson 1990). Drawing on public
choice theories, most argued that interest groups were dominated by short term
rent-seeking concerns and that collective action problems made it difficult for
growth oriented businesses to act in concert. The rationale for this was based on
the logic of collective action reasoning: the gains of reform were considered to
be spread across a wide proportion of the population while the costs of the re-
forms were expected to fall on powerful constituents that had benefited from
state intervention.? Thus, losers would organise to resist reforms while winners

1. The study of the relationship between democracy and economic development has a long and distinguished
academic tradition. Good reviews are provided in Przeworski and Limongi (1993, 1997) and Diamond (1992).

2. S. Huntington’s Political Order in Changing Societies (1968) became one of the most influential critiques of
the early modernisation paradigm. See also Skidmore (1977) and Serensen (1991) for a good review of the
arguments.

3. On the dilemmas of collective action, see Mancur Olson (19635, 1982).
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would not recognise their good fortune for some time. As a result, it would be
difficult to organise ‘reform winners’ into a pro-reform coalition. Since author-
itarian regimes appeared more able to insulate themselves from interest group
pressure, many observers considered this form of state autonomy necessary for
successful economic reform implementation (Skidmore 1977; Kaufman and
Stallings 1989; Lal 1983; Bates and Krueger 1993; Kaufman 1985). Linking the
collective action reasoning to electoral policies, most observers at the time
claimed that in pluralist political systems the objective of re-election would be
given priority over the pursuit of economic reform policy. Thus, it was assumed
that ‘political rationality’ would create incentives for redistributive policies and
budget deficits in order to win the next election (Haggard and Kaufman 1989;
Callaghy and Ravenhill 1993).

As the decade progressed, however, comparative research increasingly began
to call into question the negative correlation between economic reform and
democratisation. A number of new studies suggested not only that many author-
itarian regimes were incapable of dealing with economic crisis, but that many
democratic regimes did have the capacity to do so (Bresser Pereia et al., 1993;
Remmer, 1995). It also became evident in reports presented that the success of
economic reform was determined by a host of other political, historical, institu-
tional and international factors that were largely unrelated to the crude distinc-
tion between democratic and authoritarian regimes (Nelson 1990; Haggard and
Webb 1994; Geddes 1994b). The new empirical realities of the late 1980s, in-
cluding the break-up of the former Soviet empire and the emergence of new
democratic regimes in Eastern Europe, Africa, Latin America, and Asia embark-
ing on a dual process of political and economic liberalisation, introduced the
dual reform perspective to the academic literature.

The Dual Reform Perspective

After close to a decade of poor economic results and increasing internal opposi-
tion to the corruption and bad economic practices of many authoritarian re-
gimes, a new focus on political and economic liberalisation emerged that
assigned a vital role to civil society associations (Landell-Mills, 1992; Healey
and Robinson 1992; Robinson 1995). Acknowledging both the changing polit-
ical climate and the inconclusive evidence generated from comparative research,
a new consensus emerged in the 1990s arguing that economic and political re-
forms could be implemented simultaneously (Widner 1994; Haggard and Webb
1994; Haggard and Kaufman 1995).

One of the main differences between the authoritarian argument that domi-
nated the debate in the 1970s and 1980s and the dual reform perspective related
to the role of interest groups in decision-making. Whereas the authoritarian per-
spective held interest group participation to be a hindrance for growth-oriented
reform policies, the theories emerging in the mid-1990s assigned a vital role to
interest associations in order to achieve both economic growth and democratic
sustainability. Rather than obstacles, interest groups were increasingly consid-
ered vital channels of communication between the state and society. Proponents
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of this view argued that greater participation and involvement in policy-making
by affected social groups would ensure ownership, credibility and sustainability
of the reform processes (Johnson and Wasty 1993; Robinson, 1995). Research
on business associations in developing countries argued that good growth en-
hancing relationships between business and government were in fact possible
(Maxfield and Schneider 1997; Lucas 1997). Arguably, however, the potential
dilemmas associated with interest group activity were still present. According to
Haggard and Webb:

Interest groups are important not only because of their lobbying activity and role in
mobilizing electoral support but also because of their capability for spearheading collec-
tive action outside routine political channels: labor and investment strikes, capital flight,
demonstrations, riots and even insurrection. (1994:16)

According to the dual reform perspective, the main challenge for transitional
governments attempting to implement political and economic reform simultane-
ously was to achieve a balance between popular demands and market-based re-
forms, which spelt hardship and sacrifice (Bates and Krueger 1993; Haggard
and Webb 1994; Nelson 1994). To most academic observers, the collective
action problems remained: mobilising support for stabilisation and liberalisa-
tion would be difficult as costs were certain but benefits unclear; sacrifices were
immediate while rewards might be long postponed; losers could be easily iden-
tified: “The central political dilemma for reform is that though significant
benefits may accrue for society as a whole, policy adjustment involves significant
start-up costs and reduction of rents to particular groups” (Haggard and
Kaufman 1992:18). Assuming that certain groups would emerge as reform ‘win-
ners’ and others as ‘losers’, scholars stressed the need to create constituencies of
support for the economic reform measures. Joan Nelson characterised interest
groups as ‘janus faced’—from one perspective they were part of the fundamental
core of democratic practice exercising voice and forming alliances, but they
could also produce disastrous policies and threaten the ability of governments
to make decisions (Nelson 1994:150). Thus, the central question became how
to initiate a process of reform in the face of reform-resistant interest groups. If
reforms could be implemented and sustained it was hypothesised that support-
ive coalitions would emerge. These groups could in turn provide the new dem-
ocratic regimes with electoral support. To overcome the dilemmas associated
with dual reforms the most influential theoretical literature—which also became
exceedingly influential among international donors and for reform implementa-
tion in sub-Saharan Africa—sought solutions in public choice models developed
and tested in the context of Western democracies.

Theories of political business cycles assume that governments adjust their
policymaking when faced with re-election.! With a basis in this literature a
number of analysts have pointed to the great advantage enjoyed by new leaders
as newcomers may be less beholden to the established intricate networks of

1. Political business cycle theory is mostly based on data appearing from Western democracies (Nordhaus et al.
1995; Hibbs 1977). However, a small number of studies have discussed election-oriented policies in developing
countries. Bates (1988) and Grindle and Thomas (1991) are excellent examples.
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patron-client relations often assumed to underpin power structures in develop-
ing societies (Bienen and Herbst 1996; Bienen and van de Walle 1991; Haggard
and Kaufman 1995; Nelson 1994). The public choice literature suggests that
new governments voted into power on promises of undertaking economic re-
forms might enjoy a period of grace, or honeymoon.! During this period, inter-
est groups associated with the old regime may be discredited and/or in
organisational disarray as major aspects of new institutions and procedures re-
main undefined and vague. In this period of early post-transition excitement,
flux and uncertainties, reform-resistant groups and interests may not be able to
challenge the economic reform processes. By the time the losers from reform are
again able to mobilise, governments may have been able to capitalise on the re-
form gains by shifting to, and consolidating, a support-base among groups and
associations regarded as having gained from the reform processes. Thus with a
basis in political business cycle theory, many observers of dual reform processes
in new democracies argued that shortly after an election newly elected govern-
ments could be expected to implement far-reaching economic reforms if the new
leaders displayed an adequate understanding of the economic crisis and an abil-
ity to act quickly (Williamson and Haggard 1993; Haggard and Webb 1994;
Haggard and Kaufman 1995; Nelson 1993). In the initial stages, economic con-
siderations were expected to take the centre stage. In order to consolidate the
economic reform gains after the first autocratic implementation phase, govern-
ments were in due time before the next election expected to seek to renew and
institutionalise contact with groups and associations deemed to have benefited
from the new policy.

(ritique of the Dual Reform Perspective

Both the authoritarian perspective and the dual reform perspective share a com-
mon conviction that interest group influence is potentially harmful for economic
reform processes and, further, that the position of formal interest associations
will be enhanced by the introduction of liberal political reforms. However, re-
search based in different empirical settings has called into question the assump-
tion that every country undergoing structural adjustment has to cope with a
politically aroused, anti-reform civil society.

Based on comparative studies of reform implementation in eight developing
countries, Bates and Krueger (1993:455) find that organisations representing
business and labour, while perceiving reforms as potentially harmful to their
interests, were rarely able to block reform: “One of the most surprising findings
from our case studies is the degree to which the intervention of interest groups
fails to account for the initiation, or lack of policy reform.”

Research by Barbara Geddes in Latin America paints a similar picture of pas-
sive or ineffectual civil society organisations. She finds that groups that have
borne the cost of reforms, especially organised labour, have shown less capacity

1. The so-called honeymoon-hypothesis argues that a new party winning an election may be able to implement
an economic/ideological programme perceived ‘politically impossible’ under the former government due to the
initial legitimacy provided by the elections. See Alesina (1989).
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to exert political influence than observers expected. Her research suggests that
the groups with the best ability to postpone or stall processes of reform are
located within the government and the bureaucracy: “... the kind of autonomy
that actually contributes to better economic performance is not autonomy from
interest groups but instead autonomy from politically motivated pressures to
distribute the resources needed for effective policy-making and implementa-
tion” (Geddes 1994b:81-82).

Turning to sub-Saharan Africa’s experiences with political and economic re-
forms, it will become clear that these critical perspectives are particularly rele-
vant on a continent marked by weak interest groups, low levels of political
participation and high levels of aid-dependency.

Economic and Political Liberalisation in sub-Saharan Africa

While analyses of the development potential of some authoritarian states in Asia
and (until the 1980s) in Latin America reported positive results, most studies of
sub-Saharan Africa concluded that authoritarianism had adverse consequences
for economic development (Ake 1991; Bates 1981; Sandbrook 1985). Bates’
(1981) influential analysis of marketing boards across sub-Saharan Africa sug-
gested that authoritarianism had created a particularly negative form of interest
group activity in Africa, in which urban interests were protected by the state due
to political considerations, whereas rural producer interests were marginalised
(1981). By examining how governments interfered in markets by lowering the
producer prices for agricultural output while increasing the prices farmers had
to pay for consumer goods, Bates’ analysis suggested that economically irration-
al decisions by African leaders were perfectly rational political actions.
Entering the 1980s, the African state model, characterised by patron-client
relations, experienced its deepest crisis since independence in the early 1960s.!
A severe economic crisis now affected most of the continent, threatening the
economic basis of the post-colonial state. Even in the most positive interpreta-
tion, by the 1980s, it was clear to most observers that African states had taken
on too many tasks in trying to achieve modernity and growth, installing new in-
stitutions, infrastructure and industries in too short a time. The evidence of eco-
nomic failure was seen in the failure of public enterprises, which incurred losses
large enough to contribute to substantial national budget deficits. The attempts
to make up for the deficits through monetary expansion again led to inflation,
overvalued exchange rates and negative real interest rates. Rather than promot-
ing growth, the state-led modernisation processes across Africa were by this
time considered to have caused economic rent-seeking activities and encouraged
large-scale smuggling (Jackson and Rosberg 1982; Herbst 1990; Callaghy 1990;
Bayart 1993). The economic crisis, coupled with an intellectual shift in the

1. Bratton and van de Walle (1997) characterise neo-patrimonialism as the institutional hallmark of post-colonial
regimes in Africa. The term is derived from Max Weber’s concept of patrimonial authority; systems of rule by
individuals through personal prestige and power. In sub-Saharan Africa, these patrimonial patterns co-exist
with rational-legal institutions. For an excellent discussion of the ‘African state model’, see Jackson and Ros-
berg (1982).
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Western world, endorsed the opinion amongst observers that the African form
of government was part of the economic problem. A number of political scien-
tists started to argue that the autocratic exercise of political authority was caus-
ally linked to the economic crisis. Authoritarian leaders, it was held, lacked
legitimacy and remained in power only on account of patronage and repression
(Sandbrook 1985; Herbst 1990; van de Walle 1994). Regardless of their insti-
tutional designs, authoritarian states on the African continent were deemed to
be far from autonomous and strong, they were regarded as weak and penetrated
by rent-seeking coalitions. Authoritarianism itself was often said to have en-
couraged the very formation and multiplication of such coalitions (Bates 1989;
Skalnes 1995). As the economies throughout sub-Saharan Africa continued to
decline, both researchers and donors began to argue that in order to achieve sus-
tainable economic reform, it would be necessary to bring producers, and partic-
ularly agricultural export interests, to centrality (World Bank 1981). Supporting
this notion, researchers began to relate the emergence of political protests to the
economic crisis (Bates 1994; Herbst 1993). According to van de Walle (1994:
485), the failure of Africa’s authoritarian governments to bring about economic
reform and generate sustainable economic growth constituted a major explana-
tory factor for the widespread demands for political change occurring from the
late 1980s onwards. In a similar vein, Diamond (et al. 1990) argued that the
structural adjustment reforms promised an enabling environment for democra-
cy due to economic competitiveness and decentralisation.

Concurrent with revolutions in Eastern Europe, a wave of political opposi-
tion and democratic reform swept the African continent in the early 1990s. At
this time a large number of African countries joined countries in Latin America,
Eastern Europe and parts of Asia in attempting to implement economic reform
programmes while at the same time re-instituting competitive political systems.
But, despite the critique of the post-colonial state model, and the optimism that
the democratic reforms generated, most observers were pessimistic about the
ability of African governments to carry out political and economic reforms
simultaneously (Huntington 1991; Callaghy 1994; Bienen and Herbst 1996;
Widner 1994; Jeffries 1993). Echoing the public choice argument in assuming
that democratisation would increase societal pressures on government decision-
making, Callaghy among others emphasised the political dilemma of economic
reforms as reforms tended to create loser groups who were likely to mobilise in
opposition to reforms (Callaghy 1994). Lacking the socio-economic prerequi-
sites, such as high levels of education and literacy, and a sizeable middle-class,
most observers expected political liberalisation to undermine the economic re-
form processes. From this perspective, the fundamental flaw of the dual reform
thesis was that Africa’s private sector was too limited to afford political leaders
an opportunity for horizontal mobility outside the state, thereby reinforcing
their interest in maintaining political control (Bienen and Herbst 1996). In a
similar vein, but from another angle, others argued that democracy would trans-
fer power from the executive to the more participatory legislative branch of gov-
ernment. As a result, democratisation would weaken the power and capacity of
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the executive to design and implement policy and thus undermine the prospects
for economic liberalisation (Jeffries 1993).1

These pessimistic accounts referred to above placed emphasis on the ability
of African governments to implement economic reforms. Another line of criti-
cism against the dual reform perspective, emerging not least from African re-
searchers, questioned whether it would be possible to sustain democratic
reforms in the context of economic liberalisation. Holding democracy and pop-
ular participation to be the primary goal, Mkandawire (1999) claimed that the
democratic transitions in Africa in the 1990s had resulted in ‘choiceless democ-
racies’. Similarly, Ake (1996) found that the current evolution of economic lib-
eralisation and global markets so undermined the sovereignty of African
governments over economic policies that the democratic constitutions were
largely irrelevant. The common thread in this criticism has been that the dual
reform perspective is not about democracy but about economic liberalisation
and that the reform processes have been controlled from the North, most nota-
bly the United States. Cammack (1997) argued that the emphasis on procedural
democracy has created a development doctrine towards the Third World that
excludes social and economic goals, contrary to the democratic developments in
the West. Emphasising the degree of external control over Africa’s reform proc-
esses, Allen, among others, has claimed that African states are now even further
removed from popular control and accountability than before the transition
processes began (Allen 1998). Thus, according to this perspective, democratic
consolidation cannot be expected to take place in a context of externally im-
posed liberal economic reforms.

The Partial Reform Syndrome in Africa

Now into the second decade of dual reform policies in Africa, tentative answers
to the question of how political and economic reforms have correlated are
beginning to emerge. Has, in fact, political democratisation undermined the eco-
nomic reform efforts? Or have the economic reforms stalled democratic devel-
opments? For the region as a whole, arguably, the political changes witnessed
since the early 1990s have been remarkable and enduring. Between 1990 and
1998 more than 70 legislative multiparty elections were convened in 42 of sub-
Saharan Africa’s 48 countries. Moreover, a process of institutionalising regular
elections appears to have begun as 26 nations have convened second and third
elections within the framework of a multiparty constitution. As argued by van
de Walle, this routinisation of elections contrasts sharply with previous periods
(2001:243). But from an early optimism with regard to what multiparty democ-
racy could accomplish for sub-Saharan Africa in terms of political account-
ability, economic development and peace, the current perception within the
academic community and international development aid circles is more mixed.
The changing attitudes relate to the role of the electoral institutions and to what
extent multiparty elections have actually had any real effect on decision-making

1. For an excellent discussion of the dual reform debate, see van de Walle 2001.
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in sub-Saharan Africa since multiparty democracy was introduced. According to
Carothers, most of Africa’s new democracies have not yet consolidated as
democracies, but have entered a ‘grey zone’—one of the characteristics being the
blurring of the line between the state and the ruling party (2002). Despite
‘democratic maturity’ in terms of the actual number of consecutive multiparty
elections, the quality of the electoral process has not necessarily improved.
Many observers argue that Africa’s democratisation processes have stagnated
and that the multiparty systems have not progressed toward democratic consol-
idation to the extent that democratic norms and values are institutionalised.
Recent academic works find that institutional reforms have failed to produce in-
fluential ‘watchdogs’ and counter-forces against state malpractice and corrup-
tion—contrary to what was assumed in democratic theory (Decalo 1997; Joseph
1998). While electoral democracy exists, pluralist constitutional democracy has
not challenged the hegemony of authoritarian leaders. Contrary to the expected
‘participatory explosion’, and subsequent reduction in executive control of re-
form processes, research suggests that there is an overwhelming, and growing,
concentration of power in the executive office across the new democracies of
sub-Saharan Africa (Joseph 1999; Walle 2001; Chazan et al. 1988). While most
regimes on the continent have adopted a form of electoral democracy, with
regular competitive elections, they fail to meet more substantive tests of democ-
racy (Diamond 2002).

In his insightful analysis African Economies and the Politics of Permanent
Crisis (2001), van de Walle finds little significant difference between Africa’s
democracies and non-democracies in terms of economic reform performance.
Analysing two decades of continuous economic restructuring in sub-Saharan
Africa, Walle distinguishes a particular reform pattern for the region as a whole;
that of partial reform. According to Walle, while there has been some undenia-
ble progress in terms of changing economic policies, this is uneven across the re-
gion’s economies, given to partial implementation and vulnerable to reversals
(2001:89). Echoing the critique of the dual reform perspective presented above,
Walle argues that in terms of political and economic reforms on the African con-
tinent the literature on economic policy making has been too focused on societal
actors. His research suggests a need to focus on state elites and the interest, eco-
nomic ideas, and capacity to be found within the state apparatus as well as the
state’s ability to maintain key interests through periods of reform:

In sum, the economic policy status quo is not protected by well-organized societal interests
that effectively prevent governments from carrying out reform ... [t]he key obstacle to
growth oriented economic policies is much more likely to have been the small number of
senior state decision makers who have found it difficult to reconcile reform with their
understanding of their own material interests. (2001:274)

Ten country case studies on aid and reform in sub-Saharan Africa largely sup-
port the partial reform perspective and the importance of individuals and inter-
ests within the state apparatus (Devajaran et al. 2001).!

1. The ten case studies are: Ghana, Uganda, Ethiopia, Mali, Tanzania, Cote d’Ivoire, Kenya, Zambia, Democratic
Republic of Congo and Nigeria.
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Clearly, the democratic and economic reform processes carried out in a large
number of African countries in the last two decades represent significant and
enduring changes. However, the literature does not report on economic and
political reform processes anywhere on the continent having resulted in a dra-
matic increase in societal influence over decision-making. Contrary to theoretic
assumptions, executive dominance over key political and economic decision-
making appears to have increased. The continuity within political leadership
and the slow progress of economic reform may relate to the way the liberalisa-
tion processes actually emerged on the continent. Robert Bates argues that Af-
rica’s liberalisation processes in the 1990s were distinguished by a number of
paradoxes (Bates 1994:13). First of all, while demanded domestically, the polit-
ical openings were usually supplied only in conjunction with international pres-
sure as foreign governments and international organisations used the threat of
reduced economic assistance to force the incumbent leaders to embark on the
political changes. Further, while reformers sought new political beginnings,
these men and women were often older politicians, once members of the gov-
ernment and now outsiders. Finally, in many instances the reforms were initiat-
ed by the very governments that were the object of change (Bates 1994:13). The
characteristics pointed to here illustrate the dire economic situation and institu-
tional weakness of both societal and state institutions in many nations in sub-
Saharan Africa. They also underline the strong presence of a set of actors often
ignored in comparative analyses of reform implementation, the international
donor community. More than in any other area of the world, political and eco-
nomic developments in Africa have been heavily influenced and shaped by the
changing trends of the international development aid debates and policies.

The Role of the International Donor Community in sub-Saharan African Reforms

Aid until the early 1980s set few conditions and involved little co-ordination. It
consisted mainly of project support. In an attempt to meet the growing balance-
of-payments problems facing many sub-Saharan African nations, the World
Bank in the early 1980s shifted a large proportion of its lending portfolio from
project aid to programme aid. When aid in the 1980s became explicitly tied to
reforms of national economic policies, systems of governance and legal process-
es, the international donor community acquired an increasingly stronger posi-
tion in terms of influencing the policy debates on the African continent. In 1981
the World Bank entered into policy-based lending through the creation of the
Structural Adjustment Lending facilities and through this, a much closer rela-
tionship between the IMF and the World Bank (Mosley et al. 1991; Gibbon
1993). The analytical basis of the Structural Adjustment Programmes (SAPs) of
the World Bank which came to dominate the political and economic discourse
in Africa in the next two decades, was the World Bank’s 1981 report Accelerated
Development in sub-Saharan Africa(World Bank 1981).! This report stated that
the causes of Africa’s economic crisis were to be found in the internal policies of

1. The report is commonly referred to as the Berg report named after its main author, Elliot Berg.
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the African states. The report pointed to domestic misallocation, political obsta-
cles to growth, and the over-extended public sector. Calling for a reduction in
the role of the state and a strengthening of the market, the 1981 World Bank
report, and the policy prescriptions generated from this report, was strongly in-
fluenced by the neo-liberal agenda dominating the political and economic dis-
course in the Western world at this time (Gwin and Nelson 1997; van de Walle
and Johnston 1996). Whereas the development economists of the 1950s and
1960s had located sources of underdevelopment in the failures of the market
and called for the involvement of an active state, development economics in the
1980s turned instead to seeing the state as the major obstacle to economic
development (Mosley et al. 1991). As a result, the 1980s became a period when
the trends towards increased and co-ordinated conditionality lending deepened,
involving a redefinition of roles and relations within the donor community
(Gibbon 1993:38). The main trend was growth in aid co-ordination and cross-
conditionality. This involved bringing the bilateral donor governments to tie
parts of their development assistance to the agreements already reached by the
recipient nations with the IMF and World Bank.

Chaired by the World Bank, Consultative Group meetings appeared in the
mid-1980s as a mechanism to improve co-ordination among donors and coop-
eration with the recipient governments in the field of macro-economic and struc-
tural policy reforms (Engberg-Pedersen 1995; van de Walle and Johnston 1996).
These meetings became regular and the World Bank became the disseminating
institution in terms of presenting and analysing economic information (Gibbon
1993; van de Walle and Johnston 1996; Lancaster 1997). According to Gibbon
(1993:39): “The new regime thus involved a decisive (if willing) subordination
of the bilaterals, especially evident in the case of the so-called ‘like-minded’
countries—the Scandinavians, Canada and Holland.” By tying the disbursement
of programme aid to an a priori stabilisation agreement with the IMF, the
operations of the World Bank became more closely linked to those of the IMF.
Increasingly, international aid to sub-Saharan Africa became linked to the prin-
ciples of economic policy reform, based on the promotion of exports through
market-friendly economic policies. According to critical observers, more and
more, the donors resumed full responsibility for planning, preparing and imple-
menting their own programmes (Bonnick 1997:116). In the 1980s, the Consult-
ative Group meetings increasingly became the main channel for indebted
recipient governments to raise external support required to meet their balance-
of-payments needs and debt servicing obligations. As a result, recipient govern-
ments had great incentives to participate in these meetings (van de Walle and
Johnston 1996:50).

The focal point of the donor community through its policy-based lending
was initially to restructure the economic policies of debtor nations by reducing
the role of the state in economic matters and strengthening market forces. In
terms of the actual results achieved, however measured, the experience with aid
to Africa’s reform processes cannot be depicted as a success. By the mid-1990s,
after a decade of structural reforms in Africa, it was becoming evident that the
effectiveness of the various structural adjustment programmes had been limited.
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The two-volume study of the effectiveness of structural adjustment programmes
conducted by Mosley, Harrigan and Toye (Mosley et al. 1991) provided a most
devastating critique of the reform programmes’ first decade. The authors con-
cluded that the programmes had largely been unsuccessful in terms of reaching
their own objectives as over half of the programme agreements were discontin-
ued before the end of their intended life. Evidence from the first decade of ad-
justment lending to Africa indicated that while African states had powerful
incentives to enter into conditionality based agreements, they had much weaker
incentives to implement such agreements, and often the technical and political
capacity to do so was very limited. The limited results, documented in academic
research as well as in the World Bank’s own evaluations, prompted the World
Bank to conclude that reform implementation had a political as well as an eco-
nomic element (World Bank 1989, 1992, 1994). By the late 1980s, a shift in the
perspective of the international donor community was discernible towards an
emphasis on the political basis of reform implementation and sustainability.
These ideas were given official sanction by the 1989 World Bank publication
From Crisis to Sustainable Growth, which emphasised the importance of the
rule of law, property rights, increased accountability of public officials, and
greater transparency in decision-making. Thus, from the early 1990s onwards,
the World Bank began to argue that a country’s ownership of the reform pro-
gramme was necessary for sustainable success (World Bank 1989). Arguably,
the willingness of donors to attach political strings to their aid portfolios was
motivated by both political and economic factors. The mixed experiences of a
decade of structural adjustment programmes were attributed by the World Bank
and IMF to problems of governance (Healey and Robinson 1992). In addition,
the end of the cold war and the collapse of communism in Eastern Europe all
contributed towards the evolution of a more active political stand by the donors.
As argued by Kapur:

The demise of the cold war, tightening donor budgets, and mounting frustrations at the
limited results that donor assistance had produced contributed to putting ‘governance’
issues at the centre of the development agenda in sub-Saharan Africa. (1997:762)

Dual Conditionalities as a Response to Reform Failure

From the late 1980s onwards, a number of donor institutions began to issue
statements on the need for political reforms. One of the earliest manifestations
of this expansion of the conditionality agenda was the 1989 aid package to East-
ern Europe, which emphasised political democracy as its precondition (Ibid.).
For the international finance institutions, the growing tendency of bilateral
donors to include issues of policy reform as a condition for support was initially
met with scepticism. Both the constitutions of the IMF and the World Bank spe-
cifically stated that their operations should not be based on political considera-
tions.! Moreover, according to observers, the inclusion of explicit political
conditionality was problematic for the World Bank because it was considered to

1. World Bank: Article 4, section 10. See Lancaster for a discussion of the dilemmas of the World Bank in terms
of introducing policy aid (1997:185-89).
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potentially overload governments in developing countries and thereby potential-
ly threaten or at least slow down, the economic reform efforts (Nelson and
Eglington 1992; Gibbon 1993; Lancaster 1997).

However, the multilateral financial institutions also started to give higher
priority to aspects of political reform. Despite the fact that the World Bank’s
charter restricted its activities to promoting economic development, the World
Bank, in fact, was in the forefront of arguing the need for good governance as a
crucial ingredient for economic development (Nelson and Eglington 1992).
Good governance, in the ‘non-political’ jargon of the World Bank, entailed four
major components: sound economic policies, competent public administrations,
open and accountable governments and respect for the rule of law (Robinson
1993:90).

The means applied by donors in pursuit of good governance included either
punitive measures, such as withdrawal of aid or diplomatic pressure, or positive
measures, in which additional aid was provided to reward genuine reform
efforts and to encourage the reform process further. Within the promotion cat-
egory, aid as assistance to non-governmental associations, training of legislators
and judges, electoral monitoring and support of the media became common
elements (Nelson and Eglington 1992). Thus, by 1992 the multinational finance
institutions, led by the World Bank through its co-ordinating functions, again
came to occupy a leading role within an increasingly homogenous aid regime
(Nelson and Eglington 1992; Sandberg 1990; Gibbon 1993). More and more,
the international donor community held that processes of economic and politi-
cal liberalisation were not only compatible, but also interdependent and should
be promoted simultaneously (Moore 1993; Robinson 1995). But, whereas the
World Bank and the IMF tended to see governance as a question of management
of a country’s resources and thus emphasised issues of accountability, transpar-
ency and predictability in public administration, other aid agencies emphasised
democratisation as a goal in itself. Influenced by the European Union’s Council
of Ministers, the bilateral donors extended their focus and placed more explicit
emphasis on human rights and democracy. Political liberalisation and democra-
tisation were added and imposed as conditions in their own right at the beginning
of the 1990s (Robinson 1993; Stokke 1995). Adding to the complex nature of im-
plementing political conditionality, bilateral donors attached different meanings
to the concepts of human rights and democracy (Gwin and Nelson 1997).

The early 1990s therefore witnessed a tendency within the international
donor community to endorse the view that ‘all good things go together’, in other
words, democracy and economic liberalisation were seen as mutually interde-
pendent processes (Bienen and Herbst 1996).The design of aid programmes and
the conduct of Consultative Group meetings in the period after 1990 indicated
that the donor community as a whole had to a large extent endorsed the princi-
ples of public choice reasoning. Through increasing aid disbursements to gov-
ernments undertaking both political and economic reforms, the strategy was to
programme reforms in the initial stages through promotive mechanisms
(Ndegwa 1997; Lancaster 1997; van Arkadie and Mule 1996). The continued
economic crises on the African continent, and the donor community’s new abil-
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ity to appear as a unified group vis-a-vis Third World governments, suggested
that the international donor community had acquired influence and leverage in
the domestic policies of the indebted sub-Saharan nations on an unprecedented
scale in the post-colonial era (Lancaster 1997).

The Failure of Conditionality

What has been the effect of donor conditionality on Africa’s dual reform proc-
esses? According to Killick (1998), the new adjustment regime in the 1990s wit-
nessed an increase in conditionality and an explosive growth in the explicitness
and detail of the conditions donors attached to aid. Yet at the same time, evi-
dence does not suggest that actual donor influence over policy outcomes has in-
creased. Towards the late 1990s an emerging literature on conditionality based
aid began to suggest that more co-ordinated conditions had produced less and
less effective conditionality.! New evidence on aid effectiveness found that aid
transfers to date had been ineffective both in promoting growth and in inducing
policy reform except in good policy environments (Burnside and Dollar 1997;
Killick 1998). White (1998) suggested that macro-economic policy reform was
delayed by the massive inflow of aid to sub-Saharan Africa. Killick questioned
whether the main effect of financial aid for structural adjustment purposes had
been to postpone real adjustment processes by allowing governments to avoid
politically sensitive decisions (Killick 1998). Stating the argument more explic-
itly, van de Walle (2001) has argued that donor support for policy adjustment
has served an essentially conservative role by reducing the incentives to under-
take policy reform. But whereas conditionality has been weak at best, external
aid has resulted in a growing role for donors in day-to-day decision-making.
Concluding his analysis of two decades of policy reform in sub-Saharan Africa,
Walle (2001:62) argues that: “Standing between their own societies and their
donors, top state elites have sought to use the policy reform process to gain max-
imum autonomy from both”. Through their focus on technocrats, Walle main-
tains that the international donor community largely ignored the fact that
reforms would fail without the support of the political class.

Increasingly confronted by studies suggesting that not only has aid failed to
reverse bad policies, but that there may even be a positive correlation between
corruption levels and aid, the international donor community have in recent
years sought to develop other mechanisms for enhancing democratic accounta-
bility and the effectiveness of aid (World Bank 1998a). A growing international
critique, fronted by large civic transnational movements, claims that the struc-
tural adjustment processes has been donor-imposed and led to increased levels
of poverty.? This criticism tended to treat policies prescribed by the interna-

1. Similar conclusions are found in analyses conducted by Killick 1995, 1996; Collier 1997; Mosley et al. 1991.
For an excellent review of the structural adjustment lending process in Africa, see Kapur’ s article “The weak-
ness of strength: The challenge of sub-Saharan Africa” in Kapur et al. 1997, Vol. I, pp. 683-805.

2. The works of international NGOs and social networks like Attac and Jubilee 2000 were influential for the shift
in the international aid regime witnessed from 2000 onwards. The Structural Participatory Review Interna-
tional Network (SAPRIN) report, “The policy roots of economic crisis and poverty. A multi-country partici-
patory assessment of structural adjustment”, produced in April 2002 has further become an important
document for a growing international movement to reduce Third World debt.
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tional finance institutions as actually implemented.! As a result, structural ad-
justment policies have come to be seen as the root cause of most negative
development witnessed in Third World countries. Nevertheless, public opin-
ion—coupled with the negative reports on what conditionality-based aid had
accomplished in terms of sustainable development—has led to a marked devel-
opment in the donors’ mode of thinking and a renewed focus on poverty reduc-
tion towards the end of the millennium (World Bank 2000a; Dijkstra 2002).
The Poverty Reduction Strategy Processes (PRSP) adopted by the World Bank
and IMF for forging poverty reduction in the context of debt relief programmes
are maybe the most direct attempts by the international donor community to
seek to enhance commitment to the poor and accountability to poverty reduc-
tion from the outside. All countries requesting debt-relief under the highly in-
debted poor countries (HIPC) initiative are required to adopt a Poverty
Reduction Strategy developed through a broad participatory process (PRSP).
This process aims to have a wide range of stakeholder views on issues of priority
setting, resource allocations and access to public goods and services. Tied to a
set of governance conditionalities, the PRSPs have placed issues of poverty re-
duction at the centre stage of the official agenda in a number of debtor coun-
tries. The inclusion of empowerment as a key element in poverty-reduction
strategies may indicate a shift in the international aid regime and a pendulum-
swing from the focus on market liberalism in the 1980s and 90s towards state
intervention in selected fields. As part of these changes, a transition from sub-
stantive conditionality—that stressed efficiency, goalposts and results—to a
form of processual conditionality, which lays more emphasis on inclusive par-
ticipation and ownership can be witnessed.

Thus, largely reflecting the failure of the former aid regime, the new millen-
nium introduced shifts in the international aid regime emphasising poverty alle-
viation, debt relief and participation. Whether participation—facilitated by
externally imposed conditionalities—will lead to increased responsiveness of the
national political institutions (the executive, legislators, parties, courts etc.) to
the poor and their concerns will depend on the extent to which the PRSP proc-
esses are ‘owned’ by the national governments. It is too early to assess whether
this perception is only an appearance or a factual description and if the process
perspective has just been added to the erstwhile substantive approach in order
to enhance the efficiency of implementation. To a certain extent, the new aid re-
gime represents a break with the past as a result of the increasing emphasis on
poverty reducing budgets, and civic participation, which attempts to break the
pattern of economic policy being a process involving a few government minis-
ters and the international finance institutions. On the other hand, the current aid
policies are still imposed from the international donor community. The partici-
patory processes are made an explicit condition for debt-relief and PRSP-grants
and the participation by civil society is sponsored and financed by the external
donors. The economic prescriptions are still that poverty reduction requires
growth and that growth is founded on a set of macro-economic principles laid

1. This is most clearly witnessed in the SAPRIN report when it concludes that privatisation, whether implemented
or not, has resulted in massive lay-offs and increased poverty.
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out in the economic adjustment programmes from the early 1980s onwards.
Structural reforms like the reduction of the public sector, privatisation of indus-
tries and liberalisation of trade and monetary institutions are still part of the
economic conditions laid down by the external donors. It is likely, therefore,
that the influence of international public actors and institutions will remain
large in poor, indebted nations.

Analysing Political and Economic Reforms in Zambia

This chapter has reviewed the main theoretical debates on the interconnections
between political and economic liberalisation that started to emerge in the early
1980s following the debt-crises and a major ideological swing towards market
liberalism in the western world. The collapse of the Soviet Empire marked an
end to the cold war era, and increasingly countries in Eastern Europe, Latin
America, sub-Saharan Africa, and Asia introduced multiparty democracy while
simultaneously liberalising their economies. The review has indicated that the
literature has primarily been concerned with the relationship between executive
governments and interest groups outside the state structures. Both the dominant
literature and the main international donors considered reform implementation
in electoral democracies to be a question of creating ‘reform winners’ before
‘reform losers’ could mobilise against reform. However, an emerging literature
on dual reform processes began to question the capacity of societal interest
groups to block economic policy proposals regarded as hurting their interests.
This literature has called attention to the capacity of the state elites and forces
within the state apparatus to protect their own economic interest.

But, as the review of the reform processes in sub-Saharan Africa has indicat-
ed, it is not feasible to understand processes of reform in Africa without taking
into consideration the powerful role of the international donor community. To-
day the IMF and the World Bank lend exclusively to developing and emerging
economies. The loans and policy prescriptions of multi- and bilateral donors are
linked to conditions that increasingly impinge on the domestic policies of the
state. Largely based on the failure of the previous aid regime, the dual reform
perspective added further conditions to the already substantial list. It is therefore
essential to acknowledge that in poor countries external actors (public donors
as well as transnational NGOs) are active stakeholders in the domestic policy
arena, through defining agendas and orchestrating alliances between interested
players (Callaghy 2001).

Criticising the lack of analysis of the role played by international forces in
processes of democratisation and reform implementation, Remmer (19935) has
found that the theoretical assumptions made in the comparative literature to a
large extent fail to capture the empirical reality found in Latin America, Africa
as well as Eastern Europe. From her perspective, this reality reflects that democ-
ratisation and reform implementation represent international phenomena and
that processes of democratisation have taken place under conditions of severe
economic decline, involving a wide variety of transitional paths, state-society re-
lationships and historical traditions. Similarly, a number of recent and influen-
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tial analyses of dual reform implementation in sub-Saharan Africa have
emphasised the need to include both domestic and international actors in the
analyses (White 1998; van de Walle 2001; Devajaran et al. 2001). However, so
far few explicit theories on this interaction have been developed (Milner 1997).
In his seminal article “Diplomacy and domestic policies: The logic of two-level
games”, Robert Putnam (1988) argues that the current practice of debating
whether domestic politics determine international relations or the reverse is
fruitless. The question should rather be put: How do the international and do-
mestic processes affect one another and thus shape the actual outcome of policy
reform? The main idea behind Putnam’s notion of two-level games is the under-
standing that political leaders are constantly playing the domestic and interna-
tional arenas simultaneously (Milner 1997). They are trying to achieve their
various goals using these two arenas, and they face different—and sometimes
contradictory—pressures and constraints from each. At the national level,
domestic interest groups pursue their interests by pressuring the government to
adopt favourable policies. Politicians seek power by constructing coalitions
among these groups. At the international level, national governments seek to
maximise their own ability to satisfy domestic pressures while minimising the
adverse consequences of foreign developments. As long as the country remains
interdependent, neither one of the two games can be ignored by central decision-
makers (Putnam 1988; Milner 1997).

The two-level game perspective offers an analytical framework for analysing
the way international and domestic processes interact and represents an impor-
tant theoretical development for the understanding of political and economic re-
form processes. Yet, the assumptions underlying in the two-level game
perspective embody the same pluralist notions guiding the comparative litera-
ture on interconnections between political and economic reform processes,
namely that domestic interest groups are expected to increase their influence in
multiparty political systems. To the extent that this will benefit the economic as-
pects of the reform depends on what role interest groups are perceived to play.
If the most powerful interest groups see their interests as best protected in the
present (status quo) economic situation, these interest associations may seek to
block or interrupt reforms. However, to the extent that these groups can either
be compensated or new coalitional ties can be created with other societal
groups, processes of political and economic reform can supplement one another.
In terms of the domestic policy ‘game’ therefore, the perspective advanced by
two-level game theories closely resembles the assumptions found in the compar-
ative literature on the politics of economic reform:

The key to understanding policy making is to realize how the game between the domestic
actors is played. This game depends on three variables, the differences among the players’
policy preferences, the distribution of information domestically and the nature of domes-
tic political institutions. ... Policy choices—whether for domestic or foreign policy—are
the result of a strategic game among the internal actors. (Milner 1997:14, italics added.)

In the following, the analysis of political and economic liberalisation in Zambia
in the 1990s will adopt a ‘two-level game’ perspective by carefully analysing
both the relationship between the Zambian government and domestic interest
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groups and the government’s negotiations with the international donor commu-
nity. Tracing linkages between the domestic policy negotiations taking place
between the government and key societal interest groups and the negotiations
between government and the international donors, the analysis will assess the
leverage of the various actors in different stages of the reform process. As the
next chapter will indicate, the focus in the early 1990s by key Zambian policy-
makers and their main international donors on interest group resistance to
reform appeared valid. Throughout the 1980s, the Zambian trade unions had
resisted reforms. There were few groups in Zambia that explicitly questioned
the state-developmentalist model created by the United National Independence
Party (UNIP) during the period of the one-party state before the transition to
multiparty democracy in 1991.
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Political and Economic Developments in Zambia
1964-1991

From the outset, copper played an immensely important role in the economy of
Zambia. With the growth of copper-mining in the 1930s, foreign capital and
multinational corporations developed one of the largest mining complexes in
the world on what was later to become Zambian territory. By the end of the
Second World War, Northern Rhodesia was among the foremost producers of
copper in the world. The growth of the mining industry led to the creation of
urban centres and by the time of independence, Zambia was one of the most
industrialised and urbanised of Africa’s new nation-states. With a Gross Nation-
al Product (GNP) of close to 2 US$ billion at independence in 1964, Zambia had
one of the highest per capita incomes in independent Africa and at the time GNP
was two times higher than South Korea’s (World Bank 1991; McPherson 1995).
Two decades later Zambia was reduced to one of the poorest countries on the
African continent. From 1975 to 1991, Zambia’s average per capita income de-
clined by 2.5 per cent per annum. At the same time, the country’s external debt
rose from US$ 627 million in 1970 to a staggering US$ 7.2 billion in 1990.
According to the UNDP’s Zambia Human Development Report (1999/2000),
Zambia is the only country in the world with data on the human development
index available with lower human development indicators in 1997 than in 1975
(UNDP 2001:1).!

The defining event in Zambia’s economic history was the collapse in copper
export earnings and the government’s response to this collapse. This chapter
argues that the UNIP government’s failure to adequately address the economic
decline is closely related to the government’s political project and the creation
of a developmental state where the main economic element was the nationalisa-
tion of the main industries. The economic decline was the defining factor that
triggered the political opposition leading to the 1991 political transition.

The chapter is divided into three sections. The first section describes the
creation of the developmentalist state-model in the post-independence period.
Secondly, the chapter assesses the effects of the economic decline on the devel-
opmentalist state model. The final part discusses the links between the economic
crisis and the political opposition to one-party rule emerging in the late 1980s.

1. The Human Development Index is a measure of average achievements in a long and healthy life, knowledge
and decent standards of living, developed by the UNDP.
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The Creation of a Developmentalist State Model

The first independent constitution of Zambia provided for a unitary state with a
strong chief executive and a cabinet selected from, but not responsible to, the
National Assembly. The constitution further specifically named Kenneth Kaunda
as the first president of Zambia. The struggle for national unity became from an
early date the main political ambition of the new leadership, reflected in the ral-
lying slogan adopted at the time of independence ‘One Zambia One Nation’
(Gertzel et al. 1984).

Between 1968 and 1971, major parts of the Zambian economy were nation-
alised as part of the so-called Mulungushi reforms.! Starting in April 1968, the
UNIP government implemented the first of what proved to be a series of eco-
nomic reforms by buying controlling shares in twenty-six major companies. In
1969 the state acquired a 51 per cent controlling share in the major copper-min-
ing companies, Anglo-American Corporation and Roan Selection Trust, the two
main pillars of the Zambian economy (Turok 1989:42). From 1969 onwards
the government was the primary direct recipient of the revenues from the copper
industry with the control of government investments vested in Zambia Industri-
al Mining Corporation (ZIMCO). Nationalisation effectively ended investments
from abroad in Zambian industries (Burdette 1988:89). The significance of the
government’s decision is reflected upon by Beveridge and Oberschall:

Each reform wave represented a challenge to expatriates, foreign investors, and foreign
economic interests. Each also represented a gamble, in that outside technology and man-
agerial personnel were making valuable practical contributions to development efforts.
Each was also a gamble inasmuch as the success of the reforms depended on African read-
iness and ability to take the place of expatriates. (Beveridge and Oberschall 1979:46)

In theory, nationalisation was intended to shift power from foreign ownership
to private and public Zambian interests. But the reforms of 1968 and 1969
marked a greater determination by the government to tilt the balance against the
foreign private sector in favour of the public sector (Turok 1989; Beveridge and
Oberschall 1979). Through state intervention in the economy the parastatal sys-
tem was established on a significant scale of organisation and power, dominat-
ing all industries. The enhancement of the power of the state was symbolised by
the President taking over the chairman’s role of ZIMCO, the overarching par-
astatal (Gulhati 1989:43). As argued by Young:

The reforms signified that the authorities had overcome any lingering preference inherited
from the colonial era for private rather than public enterprise, and also that they were
determined to ensure that where the interests of private export business and the interests
of the Zambian economy diverged the latter would take precedence. (1973:206)

The nationalisation resulted in a rapid expansion of the public sector. The num-
bers of state employees grew from 22,500 in 1964 to 51,000 in 1969 and for
each new job in the private sector, the state administration recruited four new
employees (Pausewang and Hedlund 1986:18). Through the major state indus-

1. Named after the Mulungushi Rock venture of the UNIP National Congress where the reforms were presented
and accepted.

45

%




%% é RAKNER I Page 46 Wednesday, October 1, 2003 2:17 PM

Lise Rakner

trial conglomerate, Industrial Development Corporation (INDECO), the gov-
ernment became both a leading supplier and competitor to private sector
business, thereby imposing heavy constraints on private enterprises (Bates and
Collier 1993; Taylor 1997).! The magnitude of the state’s involvement in the
economy is illustrated by the fact that Zambia inherited 14 parastatals at inde-
pendence, among them four agricultural marketing boards. After the major
nationalisation effort was completed by the mid-1970s, 147 parastatals were in
existence and 121 under a single holding company, ZIMCO (Callaghy
1990:289). By 1971, most major industries were owned and controlled by the
government and government companies. The process of nationalisation begin-
ning with the Mulungushi reforms in 1968, resulted in 80 per cent of the Zam-
bian economy being state-controlled by the conclusion of the nationalisation
programme in the mid-1970s.

The policies of nationalisation carried out in Zambia in the period from
1968 to 1971 were given political legitimacy by the President with reference to
his philosophy of Humanism, by Zambian analysts referred to as a Christian,
non-capitalist view of a good society seeking to maintain African traditions and
cooperation while promoting economic growth (Beveridge and Oberschall
1979:46).2 The nationalisation of major sectors of the economy and the aim to
promote ‘Zambianisation’ in all sectors of political and economic life brought
interest groups representing labour, business and agriculture into a close, albeit
conflictual, relationship with the state.

Business Interests

As a result of the government acquiring majority shares in all major industries,
large public investments were made in power, transport and roads by the state
through the parastatal corporations. The parastatal sector created the infra-
structure perceived as necessary for further growth. State intervention largely
displaced foreign capital and personnel (Beveridge and Oberschall 1979:273).
As a result of these measures, non-Zambian capital was displaced from the com-
manding heights of the economy and opportunities were given to individual
Zambian businessmen by restricting certain sectors to nationals, which in the
context of allocating businesses tended to be interpreted as ‘African’ rather than
‘Zambian’ citizen (Ibid.). Due to the limited opportunities for Africans to enter
into enterprise under the colonial administration, the emerging private sector re-

1. The parastatal agencies, defined as quasi-autonomous governmental bodies outside the regular civil service
with wide mandates in terms of their internal operations, became major vehicles in Zambia’s economic trans-
formation. INDECO was set up in 1960. After independence it became the central agency for the expansion
of the state’s industrial base. With the Mulungushi reforms in 1968, INDECO became a vast industrial giant
dominating key sectors of production and distribution in Zambia. In 1969, the Zambian state acquired a con-
trolling share in the mining industry and set up a similar structure, Mining Development Corporation (MIN-
DECO). In 1970 when the insurance and banking industries were nationalised the State Financial and
Development Corporation (FINDECO) was established. These parastatal bodies were again made subsidiaries
of the all-embracing conglomerate Zambia Industrial and Mining Corporation, (ZIMCO), which dominated
the Zambian economy until major privatisation efforts were undertaken after the 1991 political reforms (Johns
1980:104-26).

2. The doctrine of Humanism was introduced by President Kaunda in 1967, the main points published in two
booklets entitled Humanism Part 1 (1967) and Humanism Part 11 (1974).
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quired state support as it could not dislodge non-Zambian private business on
its own (Ibid.). As a result, an entrepreneurial class was created with the support
of the state (Baylies and Szeftel 1982). However, according to Beveridge and
Oberschall (1979:245), the combined effects of the Mulungushi reforms and the
doctrine of Humanism restricted business ownership and the lobbying activity of
the private sector. The influence of the private business sector was further reduced
by Zambia’s dependence on and preoccupation with the mining industry. As cop-
per accounted for 90 per cent of Zambia’s export revenue, all other economic in-
terests, public and private, were given secondary importance (Sklar 1975).

The racial distinction within the private business community remained after
independence. According to Turok, objections to state intervention by capitalist
minded Zambians were largely stilled as all classes wanted development and
modernisation to proceed and it was evident that the state had sufficient capital
to set this in motion (Turok 1989:45). Furthermore, local Zambian business-
men became beneficiaries of state intervention and investments.! Racial distinc-
tions were evident at the level of organisation and lobbying. It was the policy of
the party and government to recognise only one organisation as the representa-
tive for each industry in the country. For this reason, incentives, albeit limited,
existed for African businessmen to join Zambia National Council of Commerce
and Industry (ZNCCI) as membership could provide members with access to
shortage goods (Beveridge and Oberschall 1979:257). Non-Africans were invit-
ed to join and no expatriate business groups were disbanded. The largely ex-
patriate Zambia Association of Chambers of Commerce and Industry (ZACCI),
had some of the most substantial African businessmen as its members. The in-
fluence and ability to petition government of both African and non-African
business associations were, however, limited due to the economic weakness of
the private sector group and the government’s ambivalent attitude towards pri-
vate business (Baylies 1980:72; Beveridge and Oberschall 1979:259). As a
result, the relationship between the state and business interests became based on
individual responses and networks. Based on their field analyses of business
activity in Zambia in the 1970s, Beveridge and Oberschall reach the following
conclusion:

For African businessmen [and Asian and European as well] the best strategy for achieving
particular aims was to activate personal relationships in individual cases. ... It was much
easier to ask for and be granted exception than to modify policy proclaimed by President
Kaunda. ... [Thus], [a]lthough businessmen were unable to influence the political system
collectively, through individual and joint actions, they were able to have an influence on
the implementation of policy. ... By mobilizing kinship, political, and other connections,
the businessman could get his individual case heard and acted on by those in power. Ex-
plicit bribes and various favors often facilitated accommodation. (1979:270)

Various individual preferences and the weakness of organised private interests
explain to a large extent why private business interests did not constitute a co-
herent organised force that the government could mobilise in favour of eco-

1. Citizens defined as Africans. The third phase of economic reforms specified that by January 1972 only Zam-
bian owned or state owned companies would be permitted in the transport sector. Furthermore, all mining and
public works contracts worth less than K 100,000 were granted to Zambian contractors (Baylies 1980:69).
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nomic reforms in the direction of closer reliance on the private sector. Through
a combined system of state protection and individual negotiations, the business
community was split into various individual entities acquiring profits within the
state-controlled economy. Despite this, Africans and non-Africans alike faced
disruptions, credit uncertainties and a profit squeeze as well as competition from
state enterprises subsidised by the state (Beveridge and Oberschall 1979; Gertzel
et al. 1984; Turok 1989).

Agricultural Interests

Most accounts of Zambia’s contemporary history relate the lack of progress of
agricultural sector development to the emergence of a strong urban interest
lobby, consisting of local business groups, civil servants and formal sector work-
ers (Gulhati 1989; Bates 1981; Gertzel et al. 1984; Tordoff 1980; Burdette
1988). The new urban middle-class was neither politically well-organised nor
expressing coherent economic interests, but together they prevented a forceful
policy of rural development. At a time when incomes from copper-mining were
high, Zambia could afford to finance a great expansion of services in the fields
of education and health. But whereas access to education and health facilities
grew in the urban areas, the rural areas did not experience the same levels of
growth (Gulhati 1989; Burdette 1988; Bates 1976). As the welfare schemes im-
plemented by UNIP after 1964 did not halt the poverty of the majority of the
population, people moved to the cities in search of better living conditions
(Tordoff 1974:155). The rural urban migration added to an already high urban-
isation rate in Zambia compared to the rest of Africa. As a result of the high
population concentration in urban areas, both the colonial and post-colonial
governments attached great importance to the general availability of food for
the urban dwellers (Bates 1981). With one of the highest urbanisation levels in
Africa, the government supported urban consumers with direct and indirect
subsidies that helped keep the prices for the main staple food, maize, affordable
(Hawkins 1991; Bates 1981; Mwanza 1992).

The agricultural policies implemented after independence were also based on
rural policy objectives such as reducing the dominance of large-scale, expatriate
commercial farmers, and seeking to ensure fairness, national unity and eco-
nomic justice (Sandberg 1990:122). At the time of independence the large-scale
commercial farmers (mostly white settlers) dominated the food economy of
Zambia. In 1971, as part of its policies of Zambianisation and national devel-
opment, the Zambian government mandated uniform, transregional crop-pric-
ing with the intention of equalising the market position of all ethnic groups and
regions. In 1973 the National Marketing Board NAMBOARD) was designated
as the sole purchaser of maize and cotton in order to ensure fair and adequate
agricultural distribution. The marketing arrangement provided some benefits to
the widely dispersed peasant farming community in Zambia in terms of guaran-
teed prices, provision of transport and storage. But NAMBOARD proved
unable to adequately perform the task it had been given as a monopoly indicated
by the chronic late payments of farmers and inability to transport crops in a
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timely fashion. Government market control severely depressed the prices for
agricultural produce as food prices were strictly controlled and kept largely be-
low market levels. Producers were unable to find alternatives to the highly con-
trolled domestic market since the Kwatcha was overvalued, making Zambian
exports un-competitive (Hawkins 1991).

Commercial farming interests also suffered under government interference
because the pan-territorial pricing system served as a considerable detriment to
production for large-scale commercial farming interests (Makgetla 1994; Bates
1981). With the state establishing prices and controlling exports, there was sim-
ply not enough profit potential in a number of crops. However, as in the case of
business interests, government intervention in the rural economy was also re-
ceived positively by many of Zambia’s emerging rural producers and entrepre-
neurs who saw opportunities for entering into rural trading and farming
through the exclusion of Asian and white producers (Baylies and Szeftel 1984;
Sandberg 1990). The dominance of expatriate farmers in the food economy at
independence was challenged by the policies of UNIP and many emerging Zam-
bian entrepreneurs as well as politicians regarded the Zambianisation as a pos-
itive development (Sandberg 1990). The main organisation representing
commercial farmer interests was the Commercial Farmers Bureau (CFB), an as-
sociation representing private, largely expatriate white commercial farmers. The
limited influence of this association during Kenneth Kaunda’s and UNIP’s reign
is illustrated by the fact that the Ministry of Agriculture in 1980 declared the
CFB as obsolete and to be discarded in favour of the government established and
controlled Zambian Co-operative Federation (ZCF). The power of the govern-
ment and of the anti-commercial ideology at the time was further reflected in the
response of the CFB spokesperson who reserved comment on the statement by
the ministry (Sandberg 1990:198; Times of Zambia, January 8, 1980). As in the
case of business, commercial farming interests were split along a racial line in
which emerging African farmers to a large extent sought to increase their eco-
nomic interests through UNIP. Organised interests were marginalised. While the
rural sector as a whole was neglected in the post-independent period, both
small-scale and some large-scale producers enjoyed personal benefits from the
government monopolised system (Bates 1981). As a result, farming interests in
Zambia did not constitute a strong lobby for economic reforms in the direction
of reduced state control (Bates and Collier 1993:395).

Labour Interests

Much more than business and agricultural interests the urban work-force was
considered a potential political contestant to UNIP. The unionised formal sector
workers, especially the copper miners, from the onset at independence repre-
sented an organised and potentially powerful political opposition to the new
national leadership of UNIP. The unions, led by the Zambia Congress of Trade
Unions (ZCTU) had played a vital role in the independence movement in the late
1950s and early 1960s (Epstein 1958; Bates 1971; Gertzel 1979; Meebelo
1986). In the period after independence the UNIP government sought to control
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the urban work-force through economic redistribution and political co-opta-
tion. Ironically, UNIP’ attempts at incorporating interest organisations into the
party structure had the unintended effect of creating a financially and organisa-
tionally viable opposition movement from a trade union movement which en-
tered the era of independence weakened by internal splits and financial
difficulties.

In the first independence period, UNIP attempted to bring the trade union
movement in line with its own developmental objectives through voluntary meas-
ures (Bates 1971). The power of the organised urban working class was demon-
strated in March 1966 when a strike by the mineworkers threatened to paralyse
the economy. The workers returned to work in exchange for a commission of in-
quiry into their demands (Hawkins 1991). The Brown Commission report
recommended a 22 per cent wage increase for all Zambian miners and similar
awards to the civil service followed (Young 1973:134). However, the wage in-
creases did not defuse the demands from unions that the government live up to
expectations created by independence. The number of man-hours lost in indus-
trial disputes rose from 124,738 in 1964 to 579,409 in 1966 (Burdette 1988:83).

The 1971 Industrial Relations Act

By 1970 the level of strike activity and worker militarism indicated that this
strategy had not been successful. The 1971 Industrial Relations Act represented
a clear break with the pattern of voluntarism that had guided Zambian indus-
trial relations to this date. While the 1965 act provided strong incentives for af-
filiation to ZCTU, the 1971 act made such affiliation mandatory for union
registration (Gertzel 1979). The 1971 act strengthened the powers of the party
and government in industrial relations through the clauses regulating strike
activity and the industrial relations court. As ZCTU at the time was led by a
politically oriented leadership closely affiliated to UNIP, the leadership did not
react strongly to the new industrial relations policies because the act also greatly
increased the organisational powers and capacity of the trade union movement
as a whole (Rakner 1992). The mandatory affiliation to one central congress en-
shrined in the 1971 act and the enforcement of the policy of ‘one industry one
union’ granted the unions an organisational monopoly, unifying the union
movement. The automatic check-off facilities provided for in the act strength-
ened the national unions financially and organisationally, as their finances were
secured without the unions having to spend time collecting union dues. The
1971 Industrial Relations Act (IR) therefore did away with one of the greatest
problems of the Zambian trade union movement since before independence, the
financial situation (Simutanyi 1995, 1996).

Ironically, however, rather than gaining control over unions through state
corporatist measures, the UNIP government instead created one of the best
organised and financially protected union movements on the continent. UNIP
officials interviewed in 1991 emphasised the unintended consequences of IR
1971 and saw the legislation to have been one of the greatest mistakes of UNIP.
In the eyes of one official:
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The party succeeded in creating a constitution which provided for unionship at all levels,
and the number of unions were reduced to 19 which made it possible to group people into
districts, which again became the nucleus of the ZCTU structure. This was the aim of
UNIP, to create a strong and unified union movement and now, this is the base for the
MMD.!

ZCTU was the most powerful non-state association in Zambia throughout the
First and Second Republics embracing in 1991 all 19 national unions in the
country (Rakner 1992:76). Its membership of around 350,000 comprised
approximately 70 per cent of the total work-force in formal sector employment.
The UNIP regime succeeded relatively well in utilising the ZCTU as a channel
for communicating its policies to the unions as long as the economy allowed for
wage increases and growing job opportunities in the parastatal sector. However,
the economic decline eroded the legitimacy of the state corporatist model. From
the mid-1970s onwards the trade union movement became the unofficial oppo-
sition force in Zambia. This process culminated in 1990 when ZCTU lent its
organisational structure to the Movement for Multiparty Democracy and be-
came the central force in the 1991 political transition.

Political Consolidation: The One-Party State 1973-1991

The introduction of one-party states in Africa occurred both under conditions
where opposition to the political leadership was weak or non-existent and under
conditions where opposition was persistent and entrenched. In Zambia, the one-
party state was introduced despite considerable opposition and in a situation
where opposition parties were well entrenched and when the support for the rul-
ing party UNIP was probably lower than ever since independence (Gertzel et al.
1984; Scott 1980). At the time of independence, UNIP was the dominant party
both in terms of parliamentary control and density of party support throughout
the country. However, despite slogans and a quest for unity, regionalism re-
mained a powerful force in Zambian politics. The Copperbelt was the economic
centre through the incomes generated from the mining industry and this had a
great effect on political mobilisation. The initial two-party system was based on
UNIP drawing support from the urban settlement and mineworkers on the Cop-
perbelt and in the Northern regions while the African National Congress (ANC)
drew its support in the South. This coalition was challenged in 1966 when Lozi
members of parliament (from the western region) formed an opposition party,
the United Party (UP). UP quickly gained support in the Western Province and
was basically a product of the growing disenchantment and relative deprivation
felt by many political leaders of Lozi origin at what they regarded as Bemba
domination of UNIP (Gertzel et al. 1984; Burdette 1988). The blatant section-
alist appeals made during the 1967 UNIP general conference introduced an era
of frequent reshuffling in the Cabinet as Kaunda sought to stem rivalries and
balance ethnic representation. Nevertheless, UP managed to mobilise support
on the Copperbelt in the 1968 election campaign that led to violent clashes

1. Personal communications, Dr. K.J. Ngwisha, Director of the UNIP Research Bureau, cited in Rakner 1992:97.

51

%




%% é RAKNER I Page 52 Wednesday, October 1, 2003 2:17 PM

¢

Lise Rakner

between UNIP and UP supporters. As a consequence of the unrest, UP was
banned in 1968 (Turok 1979).

Between 1969 and 1971 Kaunda introduced measures to minimise the im-
pact of sectional rivalries within UNIP by instituting reforms in the party organ-
isation. Each province was given equal votes and members on the Central
Committee. This move proved controversial as it reduced the influence of the
Bembas within the party. Largely as a result of this move, a fraction of UNIP
with a local base in the northern provinces withdrew and formed their own par-
ty, United Progressive Party (UPP) led by the former UNIP vice-President Simon
Kapwepwe. UPP attracted dissatisfied groups, non-Bemba as well as Bemba
speakers, who felt themselves disadvantaged in the competition for national re-
sources. The formation of UPP posed a major threat to UNIP as the party’s
majority position now was threatened both by UPP in the north and by ANC in
the south. As a result, pressure to introduce a one-party state grew within the
party. On December 13, 1972, Kenneth Kaunda announced the introduction of
a one-party state, outlawing not only existing opposition parties but banning all
future initiatives to form opposition parties. According to Bates and Collier
(1993:122): “On the verge of becoming a minority party, UNIP secured its
power through control of the government”.

The new constitution established the President as the head of both the gov-
ernment and the party, thus strengthening the links between the two institu-
tions. It further established the supremacy of the single party over the
government, the hierarchical relationship being reflected in the phrase ‘the Party
and its Government’ which regularly appeared in party documents, newspapers,
TV and radio (Kaplan 1979:129).

The main task of UNIP both in the First and Second Republics was to solidify
the control of UNIP and to rework the relationship between the party and the
bureaucracy in favour of the party. Under the new constitution, criticism could
be aired within UNIP’s party organs such as the Central Committee, the National
Council and the General Conference, but not outside. Government structures
were matched by party structures at all levels. However, opposition to UNIP
and President Kaunda’s rule did not cease and forbidding multiparty competi-
tive politics did not translate into co-ordinated and unified policies at the
national level.

Under circumstances like those in Zambia, where opposition parties are
banned and the one-party regime is introduced in spite of political opposition,
a regime is faced with the problem of establishing a new consensus for the con-
tinuation of its rule. In the case of Zambia, a wide support-base involving pres-
sure groups, the civil service, the army as well as the party was created through
economic redistribution in the form of spoils and benefits to major groups (Scott
1980:139). As a result, a form of patron-client system crept into most transac-
tions. Most businessmen remained within UNIP, finding that it was easier to use
party ties to circumvent rules than to change the system. Furthermore, the large
party bureaucracy which developed in the Second Republic had little to gain
from a process of economic reform that could threaten to undermine its posi-
tion. As argued by Graham (1994:152): “Access to the party system and the
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state resources that it controlled became the primary route to social advance-
ment in post-independence Zambia”.

The Developmentalist Model in a Declining Economy

During the first ten years after independence, the Zambian economy expanded
fairly rapidly with GDP increasing at an average of 2.3 per cent annually in real
terms (World Bank 1984). However, Zambia’s modest luck ran out in 1974, and
according to estimates, in the period between 1975 and 1990, Zambia experi-
enced a 30 per cent decline in real per capita growth (World Bank 1990). After
1974, copper prices fell sharply on the world market. The fall in copper prices
also coincided with an enormous increase in oil prices. The OPEC formation
and the ensuing oil crisis, world-wide recession and the large-scale cut backs in
production that accompanied it, led to a general economic uncertainty, spelling
the end of high copper prices for an undetermined period. Zambia’s revenues fell
sharply with the decline in the price of its major export. Diversification of the
Zambian economy away from copper had been an expressed political goal since
independence. Nevertheless, Zambia remained dependent upon copper for 90
per cent of its exports and 40 per cent of its GDP throughout the 1970s and
1980s. As argued by Burdette (1988:95). “In essence, the [Zambian] economy
was always a house of cards balanced narrowly on the prosperity of the copper-
mines”.

In Zambia’s case, the effects of the price decline were exacerbated by declin-
ing ore grades and technical production difficulties leading to a lower export
volume and reduced export revenues from copper. The disorder in the copper
industry caused by the government’s recent assumption of management of the
mines (in 1969) also added to the problems. Without revenues from copper,
even productive industries were unable to produce as foreign exchange to
finance imports was no longer generated. Government market controls and
price limits without copper to subsidise them, spelt shortages and decreased pro-
duction (Hawkins 1991; Bates 1981). In the years that followed, the Zambian
economy declined rapidly. GDP growth was either negative or weak for the
period 1975-1980, reserves declined and the budget balance was negative. By
1977 the government had completely exhausted its foreign reserves (Hawkins
1991:844). Thus, from 1975 onwards, Zambia was caught in a classic bind as
a weakening market for the main export cut into foreign exchange earnings, in
turn necessary for the purchase of increasingly more expensive industrial and
consumer goods.

Zambia’s situation was exacerbated by regional conflicts that cut vital
export/import lines. At the time of independence in 1964 four of Zambia’s eight
neighbours were ruled by minority settler regimes. In the two decades to come,
liberation wars took place on virtually all Zambian borders bringing military
conflict to Zambia as well. But it was only when the external donors co-ordi-
nated their aid strategies, by making financial aid conditional on economy re-
forms that UNIP found it necessary to reform the economy that had declined for
more than a decade.
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Table 3.1: Macro-economic indicators 1973-1990

Year GDP Reserves ® Current Budget Copper
growth? account® balance ¢ prices ©
1973 -0.9 185.5 113.3 -315.4 80.58
1974 6.7 164.4 8.4 70.0 93.23
1975 -24 142.0 -726.1 -340.8 56.10
1976 4.3 92.7 -132.8 -231.3 63.64
1977 -4.8 66.3 -232.3 -190.3 59.41
1978 0.6 51.1 -321.1 -208.8 61.92
1979 -3.0 80.0 4.7 -139.9 89.49
1980 3.0 78.2 -544.6 -295.0 99.12
1981 6.2 56.2 -766.6 -210.2 79.05
1982 -2.8 58.2 -592.6 -276.5 67.21
1983 -2.0 54.5 -310.0 114.6 72.23
1984 -0.4 54.2 -162.7 -120.1 62.66
1985 1.6 200.1 -404.1 -232.7 64.29
1986 0.6 70.3 -372.1 -388.1 62.13
1987 -0.2 108.8 -256.7 -232.3 80.79
1988 6.7 134.0 -324.7 -205.2 117.93
1989 -1.1 116.2 -292.0 717 129.15
1990 -0.4 1931 -489.8 -43.8 120.72

a annual growth rates of GDP at constant prices.

5 total reserves minus gold in US$ million.

¢ current account balance before official transfer in US$ million.

4 government balance in ZK’'million.

¢ London Metal Exchange copper prices US cents/pounds.

Sources: World Bank: World Tables; IMF: International Financial Statistics, 1992.

Economic Decline with No Response (1974-1983)

The economic pressures on the Zambian economy were not immediately felt by
the society as the government was able to continue social spending through do-
mestic and foreign borrowing. Until copper-prices started to fall, the Zambian
government had showed no interest in the IMF or in the loan programmes from
the World Bank. However, from 1973 onwards, Zambia started drawing on
IMF financial resources. The World Bank was initially slow to respond to the
financial requests from Zambia, due to the country’s high copper earnings (West
1989:183). However, in 1978 the World Bank declared Zambia eligible, i.e.
poor enough, to qualify for IDA funds, and pledged US$ 50 million per annum
for the next five years at the first Consultative Group (CG) meeting it organised
for Zambia (EIU Country Report, 3rd Quarter 1978). Neither the World Bank
nor the bilateral donors took active parts in policy discussions concerning Zam-
bia until the early 1980s. In the 1970s, the IMF was the most important external
advocate of liberal economic reforms in Zambia but its application of condition-
ality was weak. The first two IMF stand-by agreements (1973 and 1976) con-
tained few conditions. Zambia utilised all the financial assistance offered in both
the IMF programmes, yet the balance-of-payments was not restored to equilib-
rium. The IMF team visiting Lusaka in 1977, described the economic situation
as critical (EIU Country Report, 1st Quarter 1978). Due to the deteriorating
economic situation, in effect, Zambia depended on the IMF and members of the
Consultative Group for its foreign exchange requirement from 1978 onwards.
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The Economic Crisis and Reactions from the International Donor Community

Towards the end of the decade, it was becoming increasingly clear that the Zam-
bian economy was unlikely to recover without developing new exports and
more efficient import substitution. By the late 1970s, the Zambian economy was
showing signs of deterioration and destabilisation. Attempting to ‘re-finance’ its
way out of the growing external imbalances, Zambia had since the early 1970s
turned to private creditors as well as the IME. Thus, by 1978 Zambia’s economic
situation called for more substantial aid and in return the conditions imposed
by the IMF became more severe. In exchange for the 1978 Standard Drawing
Right (SDR) of the US$ 250 million stand-by agreement, at the time the largest
IMF loan ever extended to an African country, the IMF imposed a strict reform
package including reduced internal borrowing, a 10 per cent devaluation, re-
duced government food subsidies and a more realistic price and income policy
(Hawkins 1991:844). The 1978 stand-by agreement was Zambia’s first high-
conditionality IMF programme. From 1978 onwards, the relationship between
the IMF and Zambia was characterised by steady increases in borrowing,
matched by even more stringent conditions. None of these agreements, however,
got to grips with the fundamental problems of the Zambian economy. In 1981
the IMF extended its fund facility to be negotiated for three years. However, the
programme broke down in 1982.

The Internal Reactions to the External Policy Prescriptions

In the 1970s and 1980s, Zambia became a controversial country with respect to
structural adjustment reforms. The relationship with the IMF and the World
Bank had an on/off character making it exceedingly hard to assess impacts of
various economic policies (Loxley and Young 1990). A thread running through
the Second Republic was that the pressure to continue the reform efforts came
predominantly from external forces rather than domestic groups (West 1989,
1992; Bates and Collier 1993; Callaghy 1990). Analysing the debate and re-
actions to the economic crises internally throughout the 1980s, it may be held
that both the government and to a large extent the internal opposition blamed
the country’s economic misfortunes on external forces such as the low copper
prices and the heavy costs associated with support for independence struggles in
neighbouring countries. According to Callaghy (1990:290), despite the contin-
ued deterioration of copper prices as well as production, the austerity measures
introduced under the various stand-by agreements were perceived by the gov-
ernment and the public as wartime measures brought on by the turmoil in the
region and by world-market forces. The economic crisis was considered tempo-
rary.

The introduction of the IMF as a major player and stakeholder in Zambia’s
economic policy discussions created from the onset a cleavage line between
‘socialists’ who found the IMF solutions ideologically distasteful and a hetero-
geneous group finding the IMF measures to be unpalatable but who recognised
that foreign exchange from Western countries could only come through an
agreement with the IMF (West 1989; Sandberg 1990). However, even the latter
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Table 3.2: Zambia’s external debt 1970-1991 (US$ bn)

Year Total debt as % of GDP as % of exports
1970 0.63 36 63
1975 1.14 49 129
1980 2.18 61 134
1985 4.64 178 554
1986 5.71 317 769
1987 6.6 315 695
1988 6.8 200 550
1989 6.74 235 826
1990 7.22 185 719
1991 7.28 180 560

Source: Andersson and Ndulo (1994:24).

group, including the business community, offered only lukewarm support for
the measures (Bates and Collier 1993:287). The limited responses to the first
signs of economic crisis by the Zambian government have been attributed to the
leadership’s primary concern with securing its political dominance within the
newly established one-party state structures (Bates and Collier 1993; Gertzel et
al. 1984; Hawkins 1991; Scott 1980). As argued above, during the early part of
the 1970s, UNIP sought to expand its political support-base by bringing large
interests under the control of the party. As a result, the Zambian polity consisted
of several political pressure groups, including the copper miners, the commercial
farmers and the urban middle classes who all had acquired benefits under the
existing system and, therefore, opposed any reforms perceived as a threat to the
status quo (Gulhati 1989:48).

The unfortunate combination of an overwhelming dependence on one export
product and the nature of the price fluctuations of this product were features
which placed Zambia in a particular category when the economic problems
started to make themselves felt. After implementing the single-party system, the
President became the key economic player and patronage was an important
mechanism employed in defence of Kaunda’s and UNIP’s continued rule (Gert-
zel et al. 1984). Tordoff argues that collective decision making was undermined
by Kenneth Kaunda responding to infighting among key members of the party
by taking decision-making into his own hands (Tordoff 1974:383). Similar con-
clusions are reached by Burdette, who argues that economic policy in the Second
Republic was determined by political, historical, and ideological factors rather
than systematic economic analysis (Burdette 1988:26). Describing this period as
the ‘bad years’ in Zambia, Burdette claims that during this time, the party and
the state under UNIP rule began to rot from within through serious corruption
and apathy making itself felt on the national scene (Ibid.:96).

External Pressure for Reform Faces Internal Opposition (1983-1987)

In the early 1980s, the debt crisis on a world scale as well as the changing ideo-
logical climate in major Western countries began to make itself felt in Zambia
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too. As a result of the international recession, Zambia faced a situation where
‘soft’ foreign loans in the form of non-concessional financing dried up. The
Zambian government thus found itself in a precarious situation where the only
source of finance was foreign aid whose conditionalities were beginning to be
felt. After more than a decade of short term stand-by agreements with the IMF,
in 1983 the Zambian government and the IMF agreed on a more comprehensive
structural adjustment package to be intensified in 1985 (Loxley and Young,
1990). The proposed changes of the structural adjustment programme agreed to
went straight to the heart of Zambia’s developmentalist model.

In reality, Zambia had very little choice but to follow the economic demands
set forth by the IMF and the World Bank. The Extended Fund Facility negotiat-
ed for 1981 to 1984 of US$ 500 million went immediately to foreign creditors
threatening to cut off deliveries to Zambia (Burdette 1988:122)." In addition to
two IMF stand-by agreements negotiated, the year 1983 also marked the intro-
duction of the first World Bank Structural Adjustment Programme (SAP) in con-
junction with the IMF stabilisation programme. Through the joint reform
programmes of the IMF and World Bank, a more substantial reform effort was
put in motion. The aim was to overcome the institutional and financial weak-
nesses associated with the short term stand-by agreements that had previously
been applied. The main thrust of the 1983 reforms was to regain financial bal-
ance, and over the next three years, three stand-by agreements were negotiated
but none was successful. Implementation problems soon made themselves felt.
By December 1983, Zambia failed to meet the targets for external payment of
arrears and the first stand-by agreement was cancelled. By 1985, the weak ex-
ports together with an increasingly more unsustainable external payment posi-
tion, led the international finance institutions (IFIs) to conclude that more
comprehensive reform measures were in order (Loxley and Young: 1990:16).
While the more limited reform proposals attempted from 1983 to 1985 had only
succeeded in part, a whole new range of reforms were introduced in 1985. In
structure, depth and institutional character, the new reform measures promised
to challenge the centralised state controls and the developmentalist state model
developed in the post-independence period.

In October 1985 the government began to dismantle the control regime by
liberalising the exchange rates and prices in order to promote and expand the
role of the private market. The 1985 reforms entailed liberalisation and decon-
trol of the central bank interests rates, the creation of a foreign exchange auction
and a planned complete elimination of subsidies on maize and fertiliser in addi-
tion to previously announced but unimplemented policies: the reduction of gov-
ernment subsidies by eliminating price controls in the state sector, reduced
budgetary deficits, reduced spending, improved economic management, a re-
structuring of the parastatal enterprises, reform of the tax system, and a reduc-
tion of civil service by 25 per cent (Callaghy 1990:292). However, widespread

1. The short-term arrears pipeline of payments to suppliers of imported goods had reached US$ 500 million and
17 months delay. As a result, the British Export Guarantee Department withdrew general cover to exporters
in early 1979. Other countries followed suit and until the foreign auction began in October 1985, import prices
included a premium of up to 70 per cent to cover the cost to the seller of the pipeline delay (West 1989:197).
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scepticism and outright opposition to the reform measures was reflected in the
press, within the party bureaucracy and the trade union movement (West 1989,
1992; Rakner 1992). More than anything, the 1985 adjustment measures hurt
the government’s political base, the urban population and the large public bu-
reaucracy within UNIP and the state.

Internal Reactions to ‘Externally Imposed’ Demands for Reform

The fact that the first serious reform effort only took place after the 1983 par-
liamentary and presidential elections, from which the political leadership sur-
vived almost unscratched, illustrates the national leadership’s insistence on
setting political survival needs before economic survival. This is a trend that
runs through the 27 years of Kaunda’s leadership (Bates and Collier 1993; Cal-
laghy 1990; Hawkins 1991). In accordance with the personalised leadership
structures developed, the adoption of the reforms was secured by Kenneth
Kaunda, in fact the sole supporter of the economic reforms in the Central Com-
mittee. In the Cabinet, the President only had the support of the governor of the
Central Bank and the Minister of Finance (Bates and Collier 1993:408). While
this was enough to adopt the reforms, it was no guarantee for their survival.

In Zambia, the main political problem was that the costs of almost all the
reforms would be borne by urban consumers including the large party and state
bureaucracy created by UNIP, the strong and centralised trade union move-
ment, and the parastatal enterprises. All these interests were brought under party
‘patronage’ in the economically prosperous years after independence (Callaghy
1990). From 1985 onwards, major economic restructuring efforts were attempt-
ed. The introduction of an auction system for the allocation of foreign exchange
was a central element of the new liberalised regime. The move to an auction had
a powerful effect on the exchange rate almost immediately as bureaucratic allo-
cations ceased to confer high rents (Bates and Collier 1993:129). According to
a number of observers, the economic reforms produced results almost immedi-
ately (West 1992; Hawkins 1991; Bates and Collier 1993; Callaghy 1990; Lox-
ley and Young 1990). However, the auction had severe effects on important
political constituents. Broadly speaking, the auction favoured manufacturing
over agriculture, private firms over parastatal companies, large businesses (and
thus, often foreign) over smaller ones i.e., mostly Zambian-owned companies.
For urban consumers, the effects of price liberalisation were serious. As part of
the reform programme, the government increased its charges for transport and
communication services, housing and schooling. In the public opinion, the auc-
tion was widely understood to be the cause of the sudden increase in costs as
firms saw this as an opportunity to raise their prices to market clearing levels. A
widespread public opinion appeared to be that the auction led to depreciation
of the currency that again led to inflation. As a result, the auction came under
severe attack by the Central Committee of UNIP as well as in the press (Bates
and Collier 1993).

Due to the rising costs, the labour movement resisted the economic reform
measures. From the close alignment created in the early 1970s, in the early
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1980s the relationship between the government and the trade union movement
changed radically.! The issues of conflict between ZCTU and UNIP, in the pe-
riod after 1983 revolved around UNIP’s management of the economy (Rakner
1992). ZCTU’s own documents regarding their policy stand on economic issues
confirm that throughout the 1980s the trade union movement was the most out-
spoken opponent of the IMF advocated economic reform measures (ZCTU
1986). In October 1984 a wave of strikes began in the insurance sector, spread-
ing to the entire financial sector. By January, the strikes had spread to the health
sector and patients were turned away from hospitals due to the strikes. The
strike wave culminated in June the same year when 85 miners rioted and burned
mine buildings. In November 1985 the ZCTU withdrew from all the boards of
parastatal enterprises to which it belonged in protest against the foreign ex-
change auction which had raised the cost of living beyond acceptable limits and
against economic reforms in general (Rakner 1992).

For a year the government stood firm against the pressures from the trade
unions, surpressing and outlawing strikes in all essential areas in 1985
(Hawkins 1991). However, as the reforms continued, resistance to the reform
process increased. In April Kenneth Kaunda replaced the economic advisory
team that had negotiated the 1985 reform programme. This team had been
anchored in the government bureaucracy and had close ties to the international
donor community. A new group of advisors was formed of people with close ties
to the party bureaucracy and the Central Committee (Bates and Collier 1993:
413). According to one observer, the reform process in reality collapsed when
the General Secretary of UNIP complained publicly in October 1986 that the
IMF reforms had created Zambia’s main economic problems (Callaghy
1990:291). The final blow to the reform process came in response to the gov-
ernment’s announcement of the decontrol of maize prices in December 1986.
This move brought about one of the greatest outbreaks of unrest in Zambia
since independence. Rioting shook the Copperbelt and Lusaka and left 15
people dead. These events profoundly shook the UNIP government and its im-
mediate response was to restore the subsidies, nationalise the milling companies
and blame the IMF (EIU Country Profile, 1991-92:5). Increasingly, political
survival needs dictated economic policies. As argued by Callaghy:

Over the next four months, President Kaunda wavered over whether to continue the re-
form effort or end it. External actors and small and isolated technocratic elements argued
for the continuing of the adjustment programme, while everybody else wanted to termi-
nate it. An important background was the growing concern about the public’s response to
elections scheduled for 1988. (1990:296)

On May 1st, 1987, reform attempts in Zambia came to an end when the Presi-
dent in his May Day speech announced that Zambia had suspended their par-
ticipation in the IMF and World Bank sponsored structural adjustment

1. The political conflict between the trade union movement and UNIP had already become manifest in 1981
when UNIP introduced the Act of Decentralisation (the local government act) which the trade unions contest-
ed. The other main issue of conflict in the Second Republic relates to economic policies, in particular the im-
plementation of the economic reforms proposed by IMF (Rakner 1992; Nordlund 1996). For good reviews on
trade union views on economic adjustment in Zambia, see Gibbon 1992; Akwetey 1994; Simutanyi 1995,
1996.
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programme. In its place, a home-grown New Economic Recovery Programme
(NERP) was introduced replacing market reforms with administrative proce-
dures and bureaucratic controls. Both the speech and the document indicated
the Zambian government’s desire to extract itself from the pressures of its for-
eign creditors. The 1985 reforms were extremely unpopular with nearly all parts
of the population, including politicians, bureaucrats, labour leaders and domes-
tic businessmen fearing for their ability to compete. Clearly, the political costs
of the proposed reform measures were high in a society where 50 per cent of the
population was located in urban areas and urban consumer and labour interests
were protected by a strong and vocal labour association. Few, if any, of the in-
fluential political groups saw themselves as potential economic beneficiaries of
the economic changes. According to Callaghy (1990:293) “All of these actors
believed that the benefits of reform would go to external actors and resident for-
eigners, white farmers, Greeks and Asians”.

A tale that runs through the period of the Zambia-IMF/WB economic reform
relationship is that the politicians, the press and even the oppositional forces like
the trade union movement consistently blamed the economic misfortunes on ex-
ternal forces, most notably the IMF (Akwetey 1994; Bates and Collier 1993;
Rakner 1992; Callaghy 1990). While most analyses of Zambia’s failed structur-
al adjustment efforts in this period are ascribed to internal opposition and lack
of a constituency supporting reform, studies have also emphasised the weakness
of the donor community’s response to the economic needs of the reform process
(Gulhati 1989:48; McPherson 1995; West 1989, 1992; Sandberg 1990). Oppo-
sition to the economic recovery programme was aided by the fact that its bene-
fits were uncertain and far down the road. The lack of confidence on the part of
donors, banks and investors that Zambia was willing to implement the reforms
further contributed to the reform collapse (McPherson 1995; Callaghy 1990).
Analyses of the donor response both to the foreign exchange auction and to the
liberalisation of maize marketing indicate that funding was far from adequate
and often delayed (West 1989; Sandberg 1990). As noted by the World Bank:

The financing and sustainability of adjustment programs are mutually reinforcing. Inade-
quate funding was partly the reason for the political reversal in Zambia [and] Ghana’s ef-
fort was helped by the availability of finance. (1988:6).

In the case of Zambia, the Western donor institutions had insisted that market
mechanisms take the place of inefficient state controls since the late 1970s. The
demands and conditions were increasingly more pronounced and insistent.
Zambia’s ability to bypass these institutions was further limited due to her finan-
cial needs and lack of alternative financial sources for securing her foreign ex-
change needs. According to one observer, Zambia was effectively bankrupt
before agreeing to undertake a comprehensive structural adjustment pro-
gramme in 1985 (West 1992:4). In theory, the leverage of the Western financial
institutions and donor governments was great. But, in reality, the external insti-
tutions lacked influence in the face of unravelling agreements. The implementa-
tion of the 1985 programme indicated that the international donors were
virtually powerless and unable to interfere after the President changed his eco-
nomic team in April 1986 from the group who had negotiated the programme
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to some of the strongest critics of a market based economy. Analysing donor-
recipient relations in Zambia from the perspective of donor cohesion, Sandberg
sees the abandonment of reform in 1987 as a reflection of donor cohesion be-
ginning to fracture. Sandberg cites the effects of the Nordic donors and UNICEF
beginning to publicly criticise the social effects of the IMF and the World Bank
conditionality measures as an explanatory factor for the dwindling unity among
the donors (Sandberg 1990)." As Zambia attempted to implement its go-it-alone
economic recovery programme, the simple economic facts were still that Zambia
was in desperate need of foreign funding for its foreign exchange requirements.

Home-Grown Reform Hampered by the Magnitude of the Crisis (1987-1991)

The New Economic Recovery Programme (NERP) was announced on May 1st,
1987. An interim national development plan was to be superseded by a 4th
national development plan in 1989. With this decision, Zambia deferred its par-
ticipation in the structural adjustment agreement and reduced its debt servicing
to 10 per cent of net export earnings after deducting the foreign exchange re-
quirements for oil imports and the copper industry, Zambia Airways and ferti-
liser imports. In practice this meant that 6.5 per cent of export earnings would
be devoted to debt servicing while the nominal debt servicing burden in real
terms was 150 per cent of exports, arrears taken into account (Loxley and
Young 1990:51). The introduction of NERP meant that the government was
abandoning the short-lived attempt at liberalising the Zambian economy and re-
turning to state-controlled mechanisms. In this respect, it is interesting to note
that ZCTU immediately announced that despite its conflictual relationship with
UNIP, the trade unions supported the break with the IMF and the new national
recovery programme (ZCTU 1987). The announcement made clear that in
terms of economic policies there was a general agreement between the govern-
ment and the trade union movement. However, the NERP attempt was opposed
by Zambia’s donors. While the planners worked on their documents, Zambia’s
decision to service debt by less than 10 per cent of GDP led the international
finance institutions, followed by major bilateral donors like the United King-
dom, Germany and the United States, to cut financial aid to Zambia. The deci-
sion to break with the international finance institutions and limit the debt
servicing thereby became a decision of great consequence. It meant that Zambia
had to ‘go it alone’. Arguing that the donor cohesion was still intact under the
leadership of the international finance institutions, Loxley and Young (1990:63)
argued that: “So poisoned are the relationships with the IMF and the World
Bank, and so influential are these institutions in the donor community, that it is
difficult for Zambia’s policies to receive a fair and objective assessment”.

With an economic decline into its second decade, a decade of declarations of
economic reforms resulting in a number of cancelled agreements, a staggering

1. The UNICEEF sponsored research report Adjustment with a Human Face (Cornia et al. 1987) sparked a critical
debate within the donor community. The report criticised the heavy reliance on financial and fiscal reform in
the structural adjustment programmes. The report concluded that donors had given insufficient attention to
the cost of adjustment for the poor and for social development more generally.
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debt and continued economic decline, few donors had much faith in the Zam-
bian NERP. As a result, international interest in Zambia, both within private
financial and public donor sectors, was low. For the international donor com-
munity, the NERP represented a return to the statist model that had been
attempted in Zambia since the late 1960s. However, while NERP represented a
shift to control over policy-making from the financial institutions to the bureau-
crats responsive to the UNIP party, it was not a complete reversion to the old
way of policy making. According to Bates and Collier, the home grown econom-
ic recovery programme promoted learning (Bates and Collier 1993:425). In es-
sence, NERP called for structural adjustment of the Zambian economy. Unlike
former Zambian official analysis, this document attributed inflation to excessive
government spending rather than depreciation of the exchange rate. In the short
run, NERP succeeded in reducing inflation and the benefits were targeted on the
urban poor, thus decreasing the levels of labour unrest (Ibid.: 425). However, it
did not take long before the problems of a virtual ending of gross foreign lending
made themselves felt: “[By 1989] it was widely acknowledged that the intimi-
dating proportions of Zambia’s current debt would require the intervention of
the donor group” (Loxley and Young 1990:vii).

Economic Crisis and the Birth of a Political Opposition Movement

After two years of going it alone, Zambia resumed talks with the IMF and in the
spring of 1989 the government again began to dismantle the control regime with
the aim of restructuring the economy in the context of escalating foreign debts
and arrears. The new economic reform process culminated with the September
1989 approval by the IMF and the Zambian government of a Policy Framework
Paper (GRZ 1989). Again, maize prices increased three-fold and price controls
were dismantled. Subsequently, 14 donor countries and 8 international agencies
in a Consultative Group meeting indicated that they would provide Zambia
with US$ 450 million provided they continued an economic reform programme.
To reduce the high subsidy burden of mealie meal, the government introduced a
selective coupon system targeted only at poor urban households. The decision
to exclude the rural poor from the coupon system suggests that the measure was
intended to appease the trade unions (Saasa 1994:16). Commenting on UNIP’s
decision to invite the IMF back and to reopen the negotiations, the trade union
movement again expressed a negative attitude to the structural adjustment
measures:

For these obvious reasons, we in ZCTU condemn the move by the authorities to invite the
IMF to come back and work with us. We know what it means. We recommend that the
Party and its Government should join those forces at international fora which are calling
for a renewal of the path of development of indebted economies such as the Zambian
economy, through debt relief on a massive scale. (ZCTU 1987:8)

UNIP’s attempts to compromise yet again between externally expressed de-
mands for economic liberalisation and an increasingly outspoken trade union
movement were overtaken by political events on an international scale towards
the end of 1989. Increasingly, economic dissatisfaction and discontent with
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UNIP’s reign was translated into demands for a return to multiparty politics and
a new government. In December 1989, The General Council of the ZCTU de-
clared its intentions to work for the reintroduction of multiparty politics in
Zambia, requesting other individuals and associations in Zambia with similar
objectives to join forces with them (Rakner 1992). In a press release ZCTU’s
President, Frederick Chiluba, declared that Africa should abandon the one-party
system since the founders in Eastern Europe had done so (Times of Zambia, De-
cember 31, 1989). ZCTU repeated the plea to return to multiparty politics at the
UNIP National Convention in March 1990. This time, the trade union move-
ment was supported by party back-benchers as well as people from the business
community. These calls were, however, unanimously rejected by the UNIP lead-
ership. Anxious to regain the political initiative after increasing pressure from
the national opposition and the international donor community in the months
that followed, President Kaunda responded to the multiparty demands in May
by announcing a referendum on the reintroduction of multiparty electoral com-
petition. He stressed that UNIP would campaign for a ‘no’ vote on pluralism as
previous experiences with electoral competition had led Zambia to ethnic vio-
lence. The referendum campaign was, however, overtaken by political events.
When the government doubled the price of maize meal in June 1990, it led to
three days of riots and looting in Lusaka and regional towns. The riots killed 27
people. Unlike the riots in late 1986, this time, the disturbances had a much
broader political cause than the restoration of food subsidies. By now, the anger
of the crowds had shifted from the IMF and food-prices to President Kaunda
and UNIP’s handling of the economic system:

While the food riots of December 1986 had focused on the price of mealie meal, those in
June 1990 focused on the political system itself. The rioters attacked the party and the
single-party system. They identified the political system as the source of their economic
woes. (Bates and Collier 1993:429)

The June riots became the beginning of a string of political events leading to the
1991 electoral victory of MMD. On June 30, 1990, a rebel army lieutenant
announced in a broadcast from the government radio that a coup had been
staged. Jubilant crowds, surging into the streets to celebrate the defeat of UNIP
and Kenneth Kaunda by an unknown army lieutenant, were disappointed when
hours later UNIP’s Secretary General went on air to announce that the coup had
failed. In this context of profound popular discontent, an alternative ruling
coalition made its first appearance. A National Interim Committee for Multi-
party Democracy formed in July 1990. The committee was chaired by former
Minister of Finance Arthur Wina, his deputies were the President of the ZCTU,
Frederick Chiluba (in charge of operations and organisations) and former Min-
ister of Foreign Affairs, Vernon Mwaanga (responsible for publicity). The
labour movement became the popular base and organisational core of the move-
ment (Rakner 1992). Thus, from July 1990 onwards, a broad coalition of the
trade unions, students, academics, the business community and parliamentary
back-benchers started to organise an alternative political platform for the re-
introduction of multiparty politics (Lewanika 1990). The importance attached
to the trade union movement as the organisational base of these processes is
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illustrated by the following quote by Aka Lewanika and Derrick Chitala, two of
MMD’s founders:

The ZCTU, which had been carrying out an open campaign for multiparty democracy,
was a critical institution in our struggle for democracy. For one thing, Mr Chiluba and Mr
Zimba [General Secretary of ZCTU] had not only vowed to spearhead the multiparty de-
mocracy at a time when many citizens were afraid of airing such sentiments, the ZCTU
also possessed functional structures across the country which could be very useful in the
campaign. Obviously, the ZCTU was an indispensable ingredient in the new democratic
struggle (Lewanika and Chitala 1990:vi).

On December 4, 1990, the parliament removed article 4 of the 1973 Constitu-
tion which had enshrined the one-party state and guaranteed UNIP the status as
the sole legal party. The Movement for Multiparty Democracy and nine other
parties registered. The oppositional alliance held its first national convention in
February 1991 and the ZCTU president Frederick Chiluba won the presidential
candidate elections of MMD by an absolute majority. The chairman of the trade
union movement thereby became the main opposition candidate against Kenneth
Kaunda. In August 1991, UNIP and Kenneth Kaunda capitulated to the strong
pressures from the multiparty advocates and opened up for direct multiparty
elections. Constitutional amendments passed by the parliament on August 24,
1991, replaced the 1973 one-party constitution. The most important change
from the 1973 constitution was article 21 legalising opposition parties and thus
putting an end to the implied unity between the UNIP party and the govern-
ment.

The Economic Policies Adopted by the Opposition

The Zambian parliamentary and presidential elections took place on October
25,1991 and were by international monitors and press considered free, peaceful
and fair. The fact that Kenneth Kaunda immediately accepted his loss of office
contributed to the historical significance of the Zambian transition process. In
view of the strong interest generated by the elections, the voter turnout of 43 per
cent of the registered voters was low. The MMD won 1235 seats out of a total of
150 seats. Of the 25 seats secured by UNIP, 19 were in the Eastern Province
where UNIP won all the contested seats. Unlike many other African nations that
over the next few years would implement multiparty rule, the Zambian political
transition was by most observers considered to be driven by an internal opposi-
tion rather than threats of reductions in aid from the international donor com-
munity (Bratton 1992; Andreassen et al. 1992; Thonvbere 1996; Nordlund
1996).

Considering the fact that UNIP’s loss of popularity and legitimacy was so
closely related to the various reform attempts, especially related to food subsi-
dies, it was perhaps ironic that MMD in its campaign promised to implement a
structural adjustment programme. However, after 27 years of Kaunda and UN-
IP, the latter years marked by precipitous economic decline, the Zambian people
appeared willing to accept what was then perceived to be short term austerity in
return for the promise of future economic stability and growth. Thus, the period

64

%




%% é RAKNER I Page 65 Wednesday, October 1, 2003 2:17 PM

Political and Economic Developments in Zambia 1964-1991

Table 3.3: Parliamentary election results 1991

Party Candidates No of seats
MMD 149 125
UNIP 150 25
NDP 5 0
NADA 3 0
DP 1 0
Independents 21 0
Total 329 150

Sources: Krennerich (1999).

Table 3.4: Presidential election results 1991

Candidate Total no. of votes Percentage vote
Frederick Chiluba (MMD) 972,753 75.8
Kenneth Kaunda (UNIP) 310,761 24.2

Sources: Krennerich (1999).

1990-91 witnessed the rather peculiar situation of both UNIP and MMD cam-
paigning for structural reforms and economic liberalisation. According to a
number of observers, more than indicating a pro-adjustment position by major
segments of the Zambian electorate, the economic policies campaigned for and
supported in 1991 were an indication of anti-UNIP sentiments, including the
economic project attempted for the past 27 years (Rakner 1992; Bratton 1992;
van de Walle and Chiwele 1994). Yet, given labour’s important position within
the opposition movement and its previous negative stand on the IMF/World
Bank sponsored structural adjustment programmes expressed as late as 1989,
MMD’s adoption of a neo-liberal economic agenda in the 1991 election cam-
paign appears puzzling. Partly, MMD’s pro-reform stand is explained by the fact
that although the labour movement provided the organisational backbone of
the movement, finances came from the business sector. By 1990, the long quies-
cent Zambian business associations became part of the coalition seeking to
topple UNIP from power. Given UNIP’s disastrous economic record, few in the
business community favoured a continuation of UNIP and Kaunda’s regime
when presented with a viable alternative. Signalling a clear shift in popular atti-
tudes from the 1980s, the authoritarian regime of Kenneth Kaunda and UNIP
was largely perceived to be the cause of the Zambian economic malaise. The
movement for multiparty democracy grew out of Zambia’s disastrous economic
situation. The rapid rise and success must therefore also be understood against
the background of severe economic decline and mismanagement and the discon-
tent this had created not only among the majority of Zambians but also the in-
ternational donor community.

In Zambia, the political and economic reform processes begun in 1991 had
a strong domestic support at the outset. However, the role played by the inter-
national donor community in terms of reform advocacy and pressure should not
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be underestimated. The end of the cold war had facilitated a new consensus
around the principles of dual reform processes and thus, strengthened the unity
within the international donor community. Zambia’s dire economic situation
made it clear that a return of large-scale financial assistance from the interna-
tional community was paramount to the new government’s political survival.
Zambia’s 1989 agreement with the World Bank and IMF was cancelled in the
summer of 1991 when Kenneth Kaunda refused to cut maize subsidies right be-
fore the 1991 elections. In the pre-election period, President Kaunda abandoned
spending limits set by the economic reform programme, raised salaries for civil
servants and increased subsidies on maize and housing. MMD was now faced
with the formidable challenge of institutionalising its rule and forming a coher-
ent party structure from a ‘rainbow coalition’ of business interests, labour, stu-
dents, intellectuals, church representatives and converted UNIP party officials.
At the same time MMD needed to turn an economy around which had been
showing signs of decline for almost 20 years. The trade union movement had
played the vanguard role in undermining the Kaunda regime but the same union
movement had displayed its opposition to economic restructuring throughout
the 1980s. Arguably, the main cluster of the opposition forces now forming a
government were either rooted in, or dependent on, the state through the devel-
opmentalist state model formed and nurtured during the First and Second Repub-
lics (White 1996:206). Thus, the new MMD government was facing a paradox
as the social forces which organised the transition to democracy were running
the risk of being weakened by the actions of the new regime (Woods 1992:89).
It is to these potential political dilemmas associated with the implementation of
economic reforms under a liberalised political system the analysis now turns.
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Economic Reforms 1991-2001

The Relationship between the Government and Domestic
Interest Groups

There is nothing more difficult to carry out, nor more doubtful
of success, nor more dangerous to handle than to initiate a new
order of things. For the reformer has enemies in all those who
profit by the old order, and only lukewarm defenders in all
those who would profit by the neww—Machiavelli, The Prince.’

Arguably, the economic prospects for Zambia seemed good in 1991 when the
first democratically elected government took over. But after almost a decade of
continuous structural adjustment programmes, the record on Zambian policy
reforms in the 1990s is exceedingly complex and mixed. On the one hand, dur-
ing the 1990s the foundations were laid for a shift from a state oriented to a
market based economy. Most importantly, despite several exogenous shocks
and uneven implementation, none of the reform measures implemented have
been reversed. But, over time, the MMD government’s commitment to economic
reform waned. Clearly, much less progress was made in terms of restructuring
the economy by the second MMD government (1996-2001). This chapter as-
sesses the implementation of economic policy reform by the two Chiluba-
administrations (1991-1996, 1996-2001).2 Furthermore, the chapter analyses
the consultations between the government and the main economic interest
groups in three main areas of reform; privatisation, trade liberalisation and
agricultural liberalisation. The analysis of economic reform implementation in
Zambia in the 1990s reveals that the MMD government took advantage of its
‘honeymoon’ in the early 1990s and implemented economic reforms with limit-
ed consultation with interest groups. But, rather than broadening consultation
through the creation of potential growth coalitions as anticipated in the theoret-
ical literature, over time, the government’s relationships to economic interest
groups were discontinued. Both business and labour became marginalised due
to falls in membership and internal differences related to the economic reforms.

Economic Reforms in the First Chiluba Administration (1991-1996)

Throughout its election campaign, MMD advocated for a complete shift in eco-
nomic policies, involving a change from the system of public monopolies to a

1. Quoted in Geddes 1994a:43.
2. Appendix 1 provides a chronological list of the main economic developments in the period 1991-2001.

67

4~ 40




%% é RAKNER I Page 68 Wednesday, October 1, 2003 2:17 PM

Lise Rakner

greater reliance on markets, private networks and institutions. The party’s com-
mitment to fostering private sector growth and a limited role for government
was spelt out in the 1991 election manifesto stating that: “The government re-
stricts itself to rehabilitate and build socio-economic infrastructure with a small
public sector in the midst of a basically private enterprise economy” (MMD,
Manifesto 1991:14).

The economic situation had deteriorated dramatically in the second half of
1991 as Kaunda chose to ignore the reform programme agreed to with the
donors in a bid to win the October 1991 elections. In his opening speech to the
National Assembly President Chiluba made no secret of the difficult task ahead.
According to the President:

We have found an economy in ruins. This year, as before, Zambia’s economy has declined.
The decline of 3 per cent, linked to the 1 per cent of the year before, means ... that the
standard of living of our people has actually fallen by some 10 per cent over the last two
years. ... Adding insult to injury, they have contracted external indebtedness to the point
where we owe something like one thousand United States dollars to the rest of the world
for every Zambian. Our economy is in ruins and even the ruins are in danger.!

Soon after attaining power, the MMD government adopted a structural adjust-
ment programme agreed to with the IMF and World Bank.? MMD’s 1991 Man-
ifesto and the Policy Framework Paper agreed to with its multilateral financial
partners emphasised three main economic goals; to restore macro-economic sta-
bility through monetary and fiscal reforms; to facilitate private sector growth
through liberalising price and exchange-rate regulations and remove trade re-
strictions, and, finally; to remove the public monopolies in the industrial and
agrarian sectors.

Macro-Economic Stabilisation through Monetary and Fiscal Measures

The government identified the attainment of macro-economic stabilisation as its
most immediate objective (McPherson 1995). An attack on inflation was iden-
tified as the most urgent task to restore macro-economic equilibrium. To achieve
this, the government instituted thoroughgoing monetary and fiscal reforms to
cut fiscal deficits and growth in money supply. The government immediately ad-
dressed the issue of subsidies as a drain on the government budget. In December
1991, the government eliminated subsidies on mealie meal (maize), the main sta-
ple food in Zambia.? This was a significant political action, considering the fact
that all attempts to reduce maize subsidies earlier had resulted in major internal

1. Frederick Chiluba’s Opening Speech to the National Assembly, November 29, 1991.

2. The previous government had already negotiated a complete reform programme with the donors, which re-
mained viable despite its suspension in September 1991. The new structural adjustment agreement was, there-
fore, essentially the same as the 1989 Policy Framework Paper that the Kaunda government had agreed to with
the donor community after a short spell of home-grown economic reforms. A new Policy Framework Paper
was, nevertheless, produced by the MMD and the multilateral institutions in early 1992 (GRZ 1992). This
programme differed little from the earlier programmes and included all the significant reform measures advo-
cated by the MMD during its election campaign.

3. This resulted in a price increase of almost 700 per cent as a 25 kg bag of maize-meal increased from K 225 to
K 1,800 from October 1991 to October 1992 (Seshamani 1996).
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uprisings and termination of agreements with the international finance institu-
tions.

However, while 1992 was a year of promise in terms of economic reforms,
the economy was adversely affected by a number of external as well as internal
factors, the most serious being the severe drought reducing the agricultural out-
put by 39.3 per cent (GRZ, Budget Address 1993:3). By late 1992, it was be-
coming evident both to the Ministry of Finance and the donor community that
lack of budgetary control constituted a major impediment to the attainment of
macro-economic stabilisation (GRZ, Budget Address 1993:5-6). While the
elimination of expensive programmes such as the consumer maize subsidies was
critical to reducing the budget deficit, the most important measure to strengthen
budgetary control was taken in the 1993 Budget when the MMD government
implemented a cash budget system. This institutional innovation implied that
the Bank of Zambia would refuse any government transaction unless adequate
funds had been made available, in other words, if there was enough revenue to
support it at the time.! Thus, the government could no longer resort to printing
money in order to cover expenses. With the new budgetary procedures, extra-
ordinary expenditures could only be financed from additional tax increases or
expenditure cuts (GRZ, Budget Address 1993:10). In order to put the new rule
into effect, the Ministry of Finance and the Bank of Zambia created a joint com-
mittee to monitor fiscal and monetary conditions which met three days a week
to oversee virtually all cheques going out of the Ministry of Finance’s accounts
(Bonnick 1997).

Of equal importance in terms of reducing the growth in money supply was
the auctioning of treasury bills introduced in the 1993 Budget to provide a mar-
ket mechanism for determining interest rates and siphoning off large amounts
of excess liquidity. The treasury bill tender implied that domestic debt was to be
financed by the sale of new treasury bills to members of the public. On the
domestic revenue side, the creation of the semi-autonomous Zambia Revenue
Authority (ZRA) in 1994 constituted an equally important development.
Through ZRA, tax-records were computerised and the former government-
employed tax collectors were retrained. The implementation of Value Added
Tax (VAT) in 1995, which replaced the former cumbersome system of sales tax,
was another important mechanism intended to broaden the tax-base.? Argua-
bly, therefore, particularly in the first years, important reforms were carried out
that laid the basis for macro-economic stabilisation.

Liberalisation of Imports, Trade and Exchange Rates

The MMD government also wanted to encourage the private sector to take the
lead in the productive activities. In order to encourage foreign investments and
enhance the confidence of the local business community, the government started
to decontrol foreign exchange. A Bureaux de Change system for foreign ex-

1. For a useful account of the initiation and early experiences with the cash budget, see Bonnick 1997.

2. However, as agricultural commodities were exempted, arguably VAT has contributed less to the goal of broad-
ening the tax-base than expected (Rakner and Gloppen 2003).
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change was introduced in October 1992, and by December that year the official
exchange rate was unified with the Bureau rate (GRZ, Budget Address 1993).
With these changes, the exchange rate became fully market-determined.! The
1994 Budget further eliminated the Exchange Control Act and thus allowed
both citizens and non-citizens to open foreign currency accounts (GRZ, Budget
Address 1994). As one of the very few countries on the African continent to do
s0, Zambia made its national currency fully convertible from early 1994 on-
wards. Funds now flowed freely in and out of Zambia. The final restriction in
the foreign exchange field was removed in April 1996, when the Bank of Zam-
bia allowed ZCCM to retain 100 per cent of its foreign exchange receipts to sup-
ply the market directly (BOZ 1997; Kani 1996). Since the nationalisation of the
mines in the late 1960s, the mining company’s lack of access to foreign exchange
generated from mining had meant that only limited capital was reinvested into
the mining industry.

Reforms in the domestic money market constituted another significant area
of reforms implemented in the first few years after MMD attained power. In
1993, the Bank of Zambia removed all restrictions on bank lending and deposit
rates. The liberalisation of the money market resulted in the entry of several
commercial banks and non-bank financial institutions, ranging from insurance
companies to pension funds. Extensive reforms within the external trade regime
were commenced in 1992. Over the five-year period, all licensing and quantita-
tive restrictions on imports and exports were eliminated. The tariff structure
was compressed and simplified. The level and dispersion of customs duty rates
which ranged from 0 to 100 per cent prior to 1991 and with 11 tariff bands, by
1996 ranged between 0 and 25 per cent with only four bands (GRZ, Budget
Address 1996; Seshamani 1996; Taylor 1997). In terms of changing its econom-
ic policy regime and its regulatory environment, despite exogenous factors such
as the severe drought, Zambia could by mid-1994 claim to have one of the most
liberal foreign exchange regimes in Africa, and an impressive record in terms of
inflation and fiscal probity.

Evaluations of Zambia’s adjustment efforts after 1991 have emphasised the
pace of the process of economic liberalisation as one of the government’s most
remarkable achievements (van de Walle and Chiwele 1994; Seshamani 1996;
Kalyalya and Lushinga 1996; World Bank 1996a, 1996¢). In terms of structural
reforms, however, the record is far more varied.

Institutional Reforms

In the first years, the economic recovery programme consisted of many efforts
to undo things, like state controls over prices, the abolition of the foreign ex-
change control act, the foreign exchange control department in Bank of Zambia.
These were the first generation of reforms that did not require much develop-
ment management capacity to put them through. Politically, however, they were

1. Thus, the government abandoned the practice of seeking to control the exchange rate through administrative
means. This had been the practice throughout the Second Republic, save for a short spell of foreign exchange
auctioning in 1985-86. See Chapter 3.
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difficult to accomplish as they involved change in attitudes and social costs
(Heijden 2000). Alongside the stabilisation and economic liberalisation meas-
ures, the MMD government initiated several institutional reforms involving
both the creation of new institutional frameworks and the dissolution of exist-
ing ones in order to facilitate private sector growth. These reforms required the
Zambian government to do things, to re-organise and create new institutions.
Successful reforms included the establishment of Zambia Privatisaton Agency
(ZPA), Zambia Revenue Authority (ZRA), and the Pension and Insurance
Authority. But, Zambia’s record in this area proved much more varied than in
the areas of stabilisation and liberalisation. Three major reform processes; pub-
lic sector reform, agricultural liberalisation and privatisation of the state-owned
industries were pursued very differently by the first Chiluba government.

The Public Sector Reform Programme (PSRP) was launched in 1993. The
programme promised to cut 25 per cent of the civil service within 3 years and
to improve the conditions of service for the remaining staff in order to retain and
attract the best candidates (GRZ, Budget Address 1993). However, while
15,000 contract daily employees with no job security were retrenched in 1992,
no retrenchment of civil servants had taken place by early 1999.! The conten-
tious nature of this reform, and its potential political implications became pro-
nounced when the Minister of Finance in March 1996 announced that the PSRP
was put on hold indefinitely (Times of Zambia, March 22, 1996). Based on in-
terviews with senior policy-makers in Zambia, the main obstacle to the PSRP
exercise appeared to be the cost of reforms. Since the legally mandated retrench-
ment costs amounted to 10 years salary for each employee, the most economic
approach for the government was simply to retain workers rather than retrench
them. According to estimates of the Central Statistical Office, rather than a lean-
er civil service, as promised by MMD in its election campaign, the civil service
grew by 19 per cent between 1989 and 1994. Arguably, the government pursued
the process of liberalising agriculture with more rigour.

Agricultural Liberalisation

Throughout the Second Republic, political factors dictated agricultural poli-
cies.> The MMD government set out to alter this long-standing arrangement.
Announcing its withdrawal from the marketing of agricultural inputs in 1993,
the government appointed a small number of principal buying agents and al-
lowed private traders to enter the maize market. This implied that co-operative
societies were no longer allocated government funds for handling marketing or
for the purchase of maize from farmers (GRZ/MAFF 1995:3). However, a com-

1. According to a World Bank evaluation study of the Zambian structural adjustment programme, the Zambian
government is still required by law to hire recent graduates in the teaching and medical professions (World
Bank 1996b:28).

2. After independence, the UNIP government increased and broadened maize subsidies substantially, partly to
keep both producers and consumers satisfied and in part in keeping with its development doctrine. Agricultural
subsidies had their origin in the 1974/75 agricultural season when the government introduced uniform nation-
al producer prices (pan-territorial prices). This resulted in maize production dominating the agricultural sector,
accounting for approximately 70 per cent of land cropped and 85 per cent of crop production (World Bank
1993).
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bination of the stabilisation measures on credits and interest rates and, finally,
the size of the 1993 crop recovering from the disastrous drought in 1992, creat-
ed huge transitory problems. With hindsight, the largest transitional problem
was the fact that the agricultural liberalisation was carried out before the econ-
omy was stabilised. With interest rates running as high as 300 per cent, private
investors largely neglected the risk-prone and politically sensitive agricultural
sector and invested instead in the lucrative, and virtually risk-free, government
treasury bills. On the one hand, the bumper crop tested the capacities of the new,
evolving production and marketing structures. On the other hand, farmers en-
tered the 1992-93 season with pressing financial needs after one of the most
devastating droughts ever during the previous year. The combination of ex-
tremely high interest rates and the cash budget put a strain on the government
allocated finances for marketing the 1992-93 crop which in turn had dire con-
sequences for the 1993-94 crop. The lack of private sector response forced the
government back into the market as a buyer. However, due to the restrictions of
the cash budget, the funding was given in the form of promissory notes, or for-
ward sales contracts. The financial obligation this incurred on the 1994 budget
in turn put a severe strain on the cash budget. Thus, as a consequence of market
liberalisation taking place simultaneously with macro-economic stabilisation,
the newly emerging agricultural trade sector faced a harsh financial environ-
ment. An IMF evaluation of the structural adjustment reforms during the first
Chiluba administration concluded that liberalisation carried out in the early
phases of the reform programme created economic distortions that, coupled
with a devastating drought, hampered growth in the agricultural sector (Botch-
wey et al. 1998). The move to capital account convertibility and interest rate lib-
eralisation prior to the attainment of stabilisation created inflation leading to a
credit crunch in the private sector. This again delayed the emergence of rural
food markets and reduced the private investments required for structural
change. Arguably, the MMD government displayed much more ‘political sensi-
tivity’ in the area of privatisation of state-owned companies.

Privatisation of State-Owned Industries

In its 1991 Manifesto, the MMD government committed itself to privatising the
state-owned industries (MMD 1991:4).! The process of privatisation followed
a very different implementation pattern to that of agricultural liberalisation.
The MMD government moved quickly to amend the Privatisation Act in the
National Assembly, but the privatisation process did not gather momentum
until after 1995. The 1992 Privatisation Act consigned the specific responsibility
for privatisation to the Zambia Privatisation Agency (ZPA). Despite the official
commitment to leaving business to the private sector, the initial portfolio of ZPA

1. Until the 1990s, the majority of Zambia’s state-owned industries were managed under an umbrella manage-
ment institution, the Zambia Industrial and Mining Corporation (ZIMCO). Pressured by the international do-
nor community, Zambia had begun to sell state-owned companies during the last stages of the Second
Republic. A Technical Committee on Privatisation within the Ministry of Commerce, Trade and Industry set
up in 1990 had carried out some preliminary work. But by the time of the political transition in 1991, no pri-
vatisation transactions had taken place.
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indicated a rather careful approach to the privatisation process. From its incep-
tion, apart from some key ministers, the privatisation process had only luke-
warm support even within the Cabinet. As a result, neither the mines nor the
utility companies were included in the government’s original privatisation port-
folio. While some government ministers had argued for the inclusion of the
mines from an early stage, the general feeling within the MMD government at
the time was that this issue was too controversial to include at an early stage.’
The lack of consensus on the issue of privatisation, even within the MMD Cab-
inet, became public in September 1992. At this stage, the Minister of Commerce,
Trade and Industry, Ronald Penza, declared that the government had decided to
remove the utility companies and ZCCM (the mining company) from the nega-
tive list and eventually privatise these industries as well (Times of Zambia, Sep-
tember 22, 1992). Two days later the MMD vice-president, Levy Mwanawasa,
contradicted the statement of the Minister of Commerce by stating that the sale
of ZCCM should wait until it was known how the rest of the privatisation proc-
ess fared. He then added that the sale of the mines could take up to 20 years
(Times of Zambia, September 24, 1992). According to observers, the whole pri-
vatisation programme was almost derailed when the Minister of Commerce an-
nounced the intention to privatise ZCCM and the utilities companies (Financial
Mail, November 24-30, 1992).

Instead a careful process was opted for where the smaller companies were
privatised first. Dividing the sales-process into tranches, small companies were
to be the starting point before moving to the medium sized companies, leaving
the large companies to be privatised last.? Despite the lack of support and the
slow beginning of the privatisation process, and most notably, the failure to take
action towards the mining sector, by 1996 the privatisation programme in Zam-
bia was cited as one of the government’s key successes. The World Bank attrib-
uted the success of the privatisation programme to the fact that the process
through the Zambia Privatisation Agency was predominantly private sector
driven, with little interference from the government (World Bank Findings,
October 1996; Times of Zambia, October 15, 1996).3

Economic Reforms 1996-2001

After a contentious election on November 25, 1996, Frederick Chiluba and
MMD were returned to the presidency and government. The economic policy
platform of the second Chiluba administration was laid out in the 1996 MMD
Manifesto and the policies elaborated in President Chiluba’s Opening Address
to the National Assembly.* However, in the period 1996-2001, reform imple-
mentation was inconsistent and lacked the vigour and determination of the first
years in office (essentially 1991-1993/94). In terms of budgetary discipline, the

1. The 1991 MMD Manifesto only said the following of ZCCM: “... as with other state enterprises, ZCCM’s
monumental empire shall be reviewed and re-organised” (MMD 1991:4).

2. The Privatisation Act, 1992, section 38 divided the state owned enterprises into 4 tranches.

3. The success of the privatisation programme was at this time (1996) further highlighted by most respondents
both among the external donors, government officials and independent local analysts.

4. January 17, 1997.
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Table 4: 2 Privatisation in Zambia

Progress date Companies privatized
June — December 30, 1992 Privatisation Act passed in parliament, information
of programme carried out, establishment of ZPA

January — June 30, 1993 2

July — December 30, 1993 4

January — June 30, 1994 6

July- December 30, 1994 3

January — June 30, 1995 3

July — December 30, 1995 27

September 30, 1996 108

November 30, 1996 166

December 30, 1997 200

December 1998 223

August 31, 2000 244

July 2001 254

Total privatisation portfolio 278

Source: Zambia Privatisation Agency: Progress Reports 1993-2001.

government’s commitment to the economic reform process was low in the sec-
ond election period. The reductions in bilateral balance-of-payments support in
1996 and 1997 and freeze of all balance-of-payments support in1998 was not
met by government savings or increased tax-efforts. Rather, domestic borrowing
increased, which affected the economy negatively. But despite several exogenous
shocks and uneven implementation, the MMD government maintained an open
trade regime; Zambia put the COMESA Free Trade Agreement into effect in
October 2000 as one of the first countries in the region to do so. Shortly after, a
SADC Trade Protocol was signed and by now Zambia had joined free trade
agreements with all its major trading partners in Africa. In contrast, in the
1996-2001 election period the government’s commitment to liberalised agricul-
ture was inconsistent. Sporadic government involvement in the marketing of fer-
tiliser and maize throughout the election period contributed to market
insecurity and an under-performing agricultural sector. Similarly, the public
sector reform programme, deemed essential both to balancing the budgets and
to enhancing the capacity of the bureaucracy, was not implemented. In the sec-
ond Chiluba administration, the public sector reform came to a complete stop
even though public sector reform constituted a major part of every single aid
agreement between the Zambia government and the World Bank and IMF. As a
result, two Enhanced Structural Adjustment Facilities (ESAF I and II) with IMF
were discontinued. And, while the pace of privatisation was considered impres-
sive in the first Chiluba administration, the delayed sale of the most economical-
ly significant asset, ZCCM, proved extremely costly.

Macro-Economic Stabilisation and Liberalisation 1996—2001

A number of factors suggest that the Zambian government’s commitment to
economic reform waned in the second half of the decade. While no major reform
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measure was reversed, major reform initiatives, such as liberalisation, the imple-
mentation of the cash budget and the establishment of Zambia Revenue Author-
ity (ZRA) happened in the first years after the 1991 transition. In principle, the
MMD government remained committed to expenditure control and manage-
ment as the cash budget stipulated that there could be no net monetary financing
of government deficits. According to Bonnick (1997:318), the cash budget
should have meant that Zambians stopped pushing the costs of current spending
onto future generations. However, after some years, the procedure that was
meant to curve fiscal deficits, became a mere window dressing activity. Despite
austerity measures being introduced and maintained, budget allocations indi-
cate that government consumption levels remained high throughout the 1996-
2001 election period. Throughout the second Chiluba administration, expendi-
ture decisions at cabinet level were not effected by the cash budget but financed
by supplementary budgets (Taylor and Aarnes 2002). A technical mission from
the World Bank studied the effects of the off-budget expenditures of the Zam-
bian public sector (World Bank 1998b, 2000b; Taylor and Aarnes 2002:36).
The study showed that total budget deficit including all off-budget activities was
between 14 and 18 per cent of GDP in the 1995 to 1997 period. Only about 2,5-
5 percentage points of this was due to “normal” budget operations. The rest was
used to cover off-budget activities and deficits in the remaining state-owned in-
dustries. In the period 1996 to 2001, supplementary budgets increased spending
for defence and the office of the president in particular, leading to a very arbi-
trary budget process and distortions in resource allocation in the public sector.
Seemingly adhering to the expenditure restrictions imposed by the cash budget,
the government failed to pay its suppliers.' Suggesting that the costs of a com-
pressed economy was not carried by the government through reduced spending,
but rather by the private business sector, business complained that the Zambian
government commissioned services from the private sector but failed to pay
more than a third of the bills due to restrictions in the cash budget.?

Agricultural Liberalisation 1996-2001

Throughout the 1990s, agricultural liberalisation had a destabilising effect on
the industry. Some product diversification took place as a result of the liberali-
sation efforts and marketed production of tobacco, cotton, wheat, and ground-
nuts, among other products, increased in the 1990s. However, agricultural
policies in Zambia revolve around the question of government involvement in
the marketing of fertiliser and maize. While the government in principle re-
mained committed to liberalisation of the sector, growth was continuously ham-
pered by poor implementation practices, limited supply response, and adverse
external conditions.

As argued above, the 1992 drought meant that government imported and
distributed maize and domestically produced maize was bought at a stipulated

1. International Monetary Fund 2000; This issue is carefully assessed in the study by Hendrick van der Heijden
(2000), an advisor to the Ministry of Finance (1990-1998).

2. Personal interview, Theo Bull, (ZACCI) Lusaka, January 15, 1997.
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price. In the 1993/94 season the government introduced agricultural credits. But
the state-funded marketing system proved incapable of collecting maize and
paying producers on time, and the result was a rapid accumulation of debt in
the farming sector. In 1994/95 the liberalisation policies were implemented as
the government refrained from announcing into-mill-prices, government ware-
houses were leased to private traders and most of the state-owned agribusinesses
were privatised. Nevertheless, the government continued to import and distrib-
ute fertiliser through a new programme, the Agricultural Credit Management
Programme (ACMP). This programme was meant as a temporary measure and
the government’s stated intention was to move away from the fertiliser and credit
market altogether. But, the programme was continued in the 1995/96 season and
the volume of fertiliser distributed by government increased. ACMP also contin-
ued in the 1996/97 season.

In 1997, government signalled a further departure from its basic position of
free regional trade in agricultural produce as the government banned the im-
portation of wheat flour in order to counter dumping from other states (EIU
Country Report, 3rd Quarter 1977). In 1998, the MMD government instructed
a new establishment, the Food Reserve Agency (FRA) to import and distribute
fertiliser. Again, in principle, FRA was intended as an emergency back-up and
the MMD government’s stated policy was that the private sector should replace
the state in maize procurement and the purchase and distribution of fertiliser.
But, the deviations from the stated policies of agricultural liberalisation became
more marked in 1998 under the new Minister of Finance, Edith Nawakwi. An-
nouncing that FRA was instructed to import the fertiliser needed for the season,
arguably, the government sent confusing signals about the actual role of FRA.
Due to the quantities of fertiliser FRA was instructed to import for the 1998/99
season, it became a major competitor to the private sector and observers accused
the government of treating FRA as an agricultural marketing board (Scott et al.
1998; EIU Country Report, 1st Quarter 1998:18). The confusing government
signals combined with a good harvest, FRA sold imported food at a loss in 1998
and out-bidded private traders. FRA was unable to ensure repayment of large
amounts of outstanding credits, and as a result, it had no money to import maize
and fertiliser for the 1999 season, resulting in a food deficit. In the 1999/2000
season the government again used FRA to implement a fertiliser distribution
scheme. An extensive evaluation of the scheme reached the conclusion that the
target groups were not reached and that repayments by farmers were less than
50 per cent (Taylor and Aarnes 2002). The government’s move to restrict farm-
ers export licences in order to subdue domestic prices in 1999 was yet another
example of a shallow commitment to agricultural liberalisation (EIU Country
Report, 3rd Quarter 1999:16). Underlining the confusing agricultural policies
by the MMD government in the second election period, in April 2000 the gov-
ernment banned FRA from distributing farming outputs due to lack of financial
resources (EIU Country Report, May 2000:22).

The various government interventions in maize procurement and agricultur-
al inputs demonstrated above indicate that despite an overall commitment to a
liberalised marked, government has intervened in maize production through
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successive rural credit schemes. While there has been no official price control on
food in Zambia since 1991, government is considered to intervene to keep retail
prices down particularly during election periods. Partly because the government
has doubted private traders’ ability to fill the vacuum left by total state with-
drawal, FRA has been employed in the distribution and marketing of maize and
fertiliser. However, FRA has also presented opportunities for patronage to
members of parliament. According to observers:

Agricultural policies in Zambia have turned more and more towards policies dictated by

political considerations (to win the votes of the farmers) and by the desire to create oppor-

tunities for personal gain for a small elite of politicians and business people who carry out

the import trade in agricultural commodities. Over the last decade there have been a
number of examples of this. (Taylor and Aarnes 2002:6)’

The list of who was in debt to FRA publicised in the Zambian press in January
2000, including a number of politicians and well connected people, adds cre-
dence to the statement above (The Post, January 28; EIU Country Report, May
2000:22). Arguably, the erratic policies and institutional innovations witnessed
in MMD’s agricultural policies in the 1996-2001 period closely resemble the
government’s handling of the privatisation process.

The Privatisation of the Zambian Consolidated Copper Mines

Due to Zambia’s dependence on copper, the privatisation of the mining con-
glomerate was always the main issue in terms of a potential economic turna-
round. It was only in 1996 that the government accepted the advice to begin the
process of privatisation of the Zambia Consolidated Copper Mines (ZCCM) in
unbundled units by open tender, with the aim of reaching agreements before
June 1997. As will be discussed further in Chapter 6, this decision was made
during a fierce debate with the bilateral donors in the aftermath of the 1996
presidential and parliamentary elections. The international bidding process for
the main assets was closed on February 28, 1997 and 26 companies submitted
their bids. However, shortly after the process of bid analysis and evaluation had
been initiated, President Chiluba removed the mining conglomerate from Zam-
bia Privatisation Agency’s (ZPA) portfolio. The president picked a new negoti-
ating team to be led by Francis Kaunda,? executive director of ZCCM from
1973 to 1991. In November 1997 negotiations on the sale of the main assets
were completed and finalisation of the transaction agreements with the Kafue
Consortium?® was scheduled for March 1998. This bid was considered good by
independent observers, considering the fact that copper-prices had fallen by 35
per cent since earlier in the year (Barraclough 1998; Bull 1998, 1999). However,
in yet another surprising move, involving the dismissal of the Minister of Fi-
nance Ronald Penza in March 1998, the government turned down the bid. Sev-
eral attempts were made to reach an agreement between the Kafue Consortium

1. See also Economist Intelligence Unit (EIU Country Report, May 2000:22) for a similar analysis and conclu-
sion.

2. Francis Kaunda is not related to Kenneth Kaunda, the former president.
3. Comprising Angolovaal Mining, Phelps Dodge, Noranda and the Commonwealth Development Corporation.
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and the Zambian government, but finally the consortium withdrew from the ne-
gotiations. The surprising turn of events in 1998 extended ZCCM’s loss-making
record by another two years. ZCCM losses by 1999 were estimated at some US$
200-300 million, the equivalent of 6-9 per cent of GDP (Barraclough 1998).
Only the maintenance costs of the ZCCM mines were estimated to cost the
Zambian government US$ 1 million per month.

In December 1998 the directors of Anglo-American Corporation ratified a
Memorandum of Understanding on the sale of ZCCM asset packages. After
substantial pressure from the international finance institutions, in 1999 the gov-
ernment began to entertain the uncertain possibility of a much lower offer from
Anglo-American Corporation. It was expected that sale would be completed
mid-March 1999, but the final sale of the mines was only completed on March
31, 2000. The privatisation put a stop to ZCCM’s accumulation of public debt.
However, the stock of already acquired debt was still left with the Zambian gov-
ernment since the new owners did not take over any of the company’s debt.! As
a result of the price and the remaining debt, the sale of ZCCM’s main assets was
met with criticism and resentment within Zambia as the deal with Anglo-Amer-
ican Corporation for the sale of Konkola Deep, Nchanga and Nampunde was
considerably less advantageous in every respect than the offers turned down in
October 1997 and April 1998 from the Kafue Consortium. But due to ZCCM’s
losses, and the fact that much of Zambia’s international development assistance
from the mid-1990s onwards had become tied to the sales of the copper-mines,
the Zambian government had little choice but to accept the offer from Anglo-
American Corporation.

At the time of writing, the developments in the copper sector are highly un-
certain. In late January 2002, Anglo-American Plc., the major shareholder in
Konkola Copper Mines (KCM), informed government that it would not proceed
with further investments in KCM, citing financial losses linked to declining world
copper prices and failure to secure funding for the Konkola Deep Mining Project
(KDMP), which was the main basis for its investment in Zambia in March 2000.
The summary provided by the EIU Country Report provides a fair summary of
the way the second Chiluba administration handled the privatisation process:

A fair criticism of the previous government is that if it had completed the copper mines
privatisation earlier, in 1997, selling to the Kafue Consortium, led by the Angovaal sub-
sidiary, the higher copper prices between then and now would have helped fund the reha-
bilitation of both the Nchanga plant and the machinery and the development of the
Konkola Deep Mining Project, potentially reducing the amount of financing needed. (EIU
Country Report, February 2002:25)

Economic Reforms 1991-2001: Opportunities Lost

After almost a decade of uninterrupted policy reforms, the record in terms of eco-
nomic growth, employment creation, investments and poverty reduction in Zambia

1. When ZCCM was privatised in March 2000, the total outstanding debt guaranteed by the government was
about 590 million US dollars. See: “Zambia Finalizes Sale of State Copper Mine Group”, The Financial Times,
April 4, 2000.
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Table 4: 1 Macro-economic indicators 1991-2001

1991 1992 1993 1994 1995 1996 1997 1998 1999 2000 2001

GDP growth % -4.0 -2.8 6.8 -8.6 -4.3 6.4 3.5 -2.0 2.2 3.1 4,0
Exchange rate

ZK:US$ 127 172 600 687 879 1213 1336 1862 2388 3111 3611
Inflation (av) % 92.6 165.1 187.3 54.6 34.9 46.3 24.8 243 269 26 214
For-ex reserves

$USmM 184.6 184.2 192.3 Na 2227 222.7 239.1 69.4 454 2448 195
Investment/GDP 11.0 119 15.0 12.7 13.1 14.8 13.6 144 138 na na

Consumption/GDP 91.6 100.7 88.8 88.4 82.7 91.5 91.9 94.8 946 na na
Current account

balance(US$) (b) -307  -117 -88,00 -185  -314  -491 -449 -574 -532 -583 -668
Current account

balance (% GDP) 0.3 -4.1 -0.9 1.4 -4.2 -3.7 -6.2 -8.0 6.3 -75 -143
Copper output

(‘000 tonnes) 387 432 403 354 307 320 325 293 266 256 299
Foreign debt

(US$ bn) 6.82 4.9 5.1 6.39 7.04 7.1 6.9 6.9 6.5 6.2 6.1

Sources. Ministry of Finance and Economic Development (MOF): Economic Report 1997-2000, Bank of Zambia (BOZ)
Annual Reports (1991-2001); GRZ: Buaget Adaress (1992-2001), Heijden (2000); Economist Intelligence Unit (EIU)
Country Profiles (1991-2002), GRZ: Policy Framework Paper 1995—1998 (1995¢).

is weak. In terms of macro-economic growth indicators, the Zambian economy
has shrunk and is now smaller than it was in 1991. With a 25 per cent increase
in population over the last decade, per capital income has dropped by 4 per cent
annually in the last decade, thus extending the long period of economic decline
that began in the 1970s. Mineral production has declined throughout the dec-
ade, formal employment has been reduced in all sectors but public administra-
tion and social indicators reveal that poverty and infant mortality have increased
since the 1980s. Zambia’s most notable success in terms of macro-economic sta-
bilisation has been to bring inflation under control. And while the pronounced
‘national enemy number one’ has been subdued during this period, it has not dis-
appeared completely.!

A fundamental question in the case of Zambia is why a government commit-
ted to reform, with a wide mandate for change from its population and with
donor finances to support it, achieved so little in terms of growth. Pointing to a
variation of key policy events indicating shifts in commitment, most respond-
ents interviewed in Lusaka shared the opinion that the government’s commit-
ment to economic reform had declined. In a number of watershed events,
beginning in 1993 with the replacement of Guy Scott from the Ministry of
Agriculture and Emmanuel Kasonde from the Ministry of Finance and culmi-
nating with the sacking of Finance Minister Ronald Penza in 1998, experienced,
competent and reform minded ministers were removed from the Cabinet. With
hindsight, it is clear that the MMD leadership that entered State House in 1991
included some exceptional people with regard to reform commitment as well as
capacity. Increasingly, junior people, displaying a stronger commitment to the
MMD President than an economic development strategy replaced the experi-

1. The Minister of Finance, Emmanuel Kasonde, in his 1992 Budget Address, first formulated the naming of in-
flation as the nation’s number one enemy.
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enced and reform minded ministers. Clearly, the quality of the cabinet ministers
1991-1996 was higher than in the second election period. However, commit-
ment to reform during the two Chiluba administrations should be disaggregat-
ed. Commitment to economic reform in Zambia varied across issues and across
parts of the Cabinet throughout the 1990s. The MMD government was united
in its resolve to attain stabilisation in 1991. Furthermore, there was a relatively
strong support for the liberalisation measures implemented and the re-invigor-
ation of the private sector, including some privatisation. But, the public debates
in the early 1990s indicate that the MMD government was never united over the
privatisation of ZCCM. The reactions to the agricultural liberalisation from
various Cabinet ministers from 1994 onwards further indicate that few in the
MMD government had considered the implications of substantive agricultural
reform. Public sector reform had very limited support in the influential political
circles of Zambia.

After a decade of continuous austerity measures and growth prospects still
appearing dismal, a waning reform commitment may be expected. The govern-
ment’s lack of commitment to key reform measures such as the privatisation of
the mines and the reform of the public service has constituted a major impedi-
ment to growth in the last decade. To what extent can the uneven reform imple-
mentation witnessed and the apparent waning commitment to reform be linked
to societal resistance? Can it be argued that resistance from the social forces
within MMD’s rainbow coalition reduced government commitment to reform?
Turning now to the relationship between the government and the associations
representing business, agriculture and labour, the question is addressed by ana-
lysing how the MMD government related to the main interest groups in the two
election periods.

Consultations between Government and Interest Groups 1991-2001

In 1991 the Chiluba government not only accepted the structural adjustment
programme already agreed to by Kaunda in 1989, albeit abandoned by him in
the summer of 1991, but accelerated its pace. Partly, the economic policies of
MMD must be understood on the basis of the 1991 election results. The election
campaign and the actual vote indicated that a large majority of Zambians had
come to associate economic decline and mismanagement with one-party rule in
general and the leadership of Kenneth Kaunda and UNIP in particular. As
argued by Bates and Collier (1993), the popular attitude displayed in 1991 rep-
resented a distinct shift from the situation in 1987 when the population had pro-
tested against the economic reform measures per se and not the political system.
The 1991 elections therefore provided the government with a wide mandate for
change. As argued by one informant: “Anyone who had a manifesto in 1991
that was not UNIP’s could flag it. People voted for change, not for MMD, but
because they wanted to get away from UNIP”.!

1. Personal interview, Gideon Phiri, Chief Executive of Zambia Association of Chambers of Commerce and
Industry (ZACCI). Lusaka, September 13, 1996.
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MMD’s Honeymoon (1991-1993)

The fact that the Zambian economy was close to spiralling out of control added
to the generally felt consensus among the political leadership that economic re-
forms were essential.! The breaking of UNIP’s 27-year-long rule further paved
the way for so-called new brooms to come into the Zambian political elite who
for a long time had been disregarded by the socialist-oriented ideology of UNIP
for their pro-business attitudes. The entry of new people into government, dis-
enchanted with the unwillingness of the former government to restructure the
economy, meant that the reform attempts were supported by a group of com-
mitted ministers and bureaucrats in key leadership positions. Thus, the com-
bined effect of an economic crisis, a new leadership, and legitimacy provided by
the substantial electoral support gave the government considerable flexibility in
terms of economic policy-making.

Personal interviews with key policy-makers and representatives of the major
interest groups in Zambia indicate that consultations between government and
interest groups were limited to formal representation on various government
committees in the first years of MMD’s rule. The clearest statement indicating
the MMD government’s awareness of the opportunity granted by the large elec-
toral mandate was given by the first Minister of Finance, Emmanuel Kasonde:

I was lucky as prior to taking office Chiluba had told me that I would be offered the

Ministry of Finance if we were to form a government. I therefore had a year in which I

followed economic events very closely and when we formed government we were able to

hit the road running in order to implement my ideas quickly. I was also aware of MMD’s

popularity, if I had to make unpopular decisions it had to be done during the honeymoon

period, otherwise it would be very difficult. In other words, necessary but unpopular

decisions had to be quick. I was very interested in using the political status of the MMD

government to make economic advancements. ... I use the singular I because the cabinet
did not contain many economically trained brains and I myself had to train them.?

Confirming that the MMD government intended to use its ‘honeymoon’ to im-
plent far-reaching reforms, the statement by Kasonde also underscores the lim-
ited political support-base behind the reform measures within the cabinet and
society as a whole.? By moving quickly on the contentious issues such as maize
subsidies, the budget deficit, the exchange rate and inflation, MMD ensured that
the opposition would not yet have mobilised effectively. In their election cam-
paign, some MMD politicians had alluded to the fact that, if elected, MMD
would eradicate maize meal subsidies. Furthermore during the election cam-
paign MMD met formally with donors and promised to undertake radical re-
forms, including the removal of maize subsidies.* However, MMD had also

1. The importance of an economic crisis situation for the initiation of economic reforms is noted in a number of
comparative studies, see Grindle and Thomas 1991; Leith and Lofchie 1993 and Nelson 1994. See the discus-
sion in Chapter 2.

2. Personal interview, Emmanuel Kasonde, MMD Minister of Finance 1991-1993 (and 2001-). Lusaka, October 7,
199%6.

3. The statement of the Hon. Mr. Kasonde was also confirmed in personal interviews with Hendrick van der
Heijden (Lusaka, December 9, 1996); Felix C. Kani, Director of Economics, Bank of Zambia (Lusaka, October
3, 1996); and Ben Mwene, Ministry of Finance, Secretary to the Treasury (Lusaka, December 19, 1996).

4. Personal interview, Hendrick van der Heijden, External Financing Advisor, Ministry of Finance 1991-1999
(Lusaka, October 28, 1996); Aka Lewanika, Minister of Technology and Vocational Training 1991-1993
(Lusaka, June 1, 1995).
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during the campaign promised cheaper food and to put an end to starvation
(Rakner 1992). When subsidies were withdrawn in December 1991, prices in-
creased by almost 700 per cent. In marked contrast to the previous attempts by
UNIP to reduce subsidies, this time there was hardly any political opposition.
According to observers, the reforms were carried out smoothly because contrary
to the UNIP government, the new MMD government was united in its resolve
to remove the subsidies (van de Walle and Chiwele 1994). It may also be argued
that the reforms did not provoke reactions because most groups, including the
trade unions (ZCTU) and the employers’ federation (ZFE), were informed of the
increase in maize prices in advance (Times of Zambia, December 14, 1991).
Comments from various sources in the trade union movement after the
announced subsidy cut illustrate both the shifting position of the trade unions
in terms of economic reform policies, and the general support given to MMD.
In stark contrast to its position on food subsidy removals in the Second Repub-
lic, the President of ZCTU, Fackson Shamenda, now emphasised that ZCTU
supported the subsidy removal, that the workers felt that interim measures
should have been carried out to lessen the suffering of workers (Times of Zambia,
December 17, 1991).

Breaking away from Labour

The MMD government’s deliberate policy of not negotiating with key economic
interest groups in the first years in office was most pronounced vis-a-vis the
trade unions. Trade union leaders confirmed that the government’s reluctance to
consult provoked the unions. ZCTU accepted the need for economic reforms in
general, but was critical of the government’s handling of organised interests. As
emphasised by the General Secretary of ZCTU:

We knew the government was going to implement SAP in 1991 and we appreciated the
need for it and saw it as inevitable. But we have not been happy about the failure to con-
sult with various interest groups. We wanted to be constantly consulted at the time imple-
mentation was carried out but this has not happened. As a consequence, government has
gone ahead with reform at a pace or speed which is not in line with the development of a
social safety net for the vulnerable groups.’

Concerned about the limited communication with the MMD government,
ZCTU, nevertheless, granted the MMD government a period of grace, as illus-
trated by the statement from ZCTU’s President, Fackson Shamenda:
We are not interested in partisan politics. We only have a soft spot for MMD in that we
must work with the government. You cannot antagonise the man you will work with to-

morrow. Many people of Zambia belong to no party and the MMD government is for all
the people. (Sunday Times of Zambia, August 15, 1993)

The Weakness of Interest Groups

MMD’s large electoral majority, interpreted as a mandate for change, reduced
the government’s incentive for wide-ranging consultations with interest groups.

1. Personal communications, Alec Chirwa, General Secretary, Zambia Congress of Trade Unions (ZCTU).
Kitwe, December 2, 1996.
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But interest groups also had to reorient themselves to the new political and eco-
nomic realities. With regard to business interests, their own representatives
acknowledged their organisational weakness as one explanation for the lack of
consultations with government in the initial years of reform implementation.
Having been suppressed under a control regime for so long, business associa-
tions strongly supported the new government. Furthermore, both the new gov-
ernment and the external donor community saw the business sector as the
county’s new engine of growth. Yet, as remarked by a member of the business
community:

The private sector was still recovering from the powers that had been thrown into their
hands. They simply did not know how to react to the attitude that you are now suddenly
perceived as the engine of growth. ... [T]he business community had for so long been used
to distrust government and expect inconsistencies that the real partnership did not take
place until two years ago.’

Despite the sensitive nature of agricultural liberalisation, and the fact that even
the most moderate attempts at reform had failed under UNIP’s reign, MMD set
out to implement these reforms in a ‘shock therapeutic’ manner.> As argued by
the executive director of the Zambian National Farmers Union (ZNFU):

In terms of being consulted we knew what was coming as an organisation. That was not
a problem. However, they did not talk to the actual 97 per cent of farmers affected by the
reforms. They were not using radio; in fact their 2,000 extension workers could not dis-
cuss commercial aspects with the farmers as they were restricted to technical matters.
There was no attempt to publicise the effort and no attempt at thinking through the con-
sequences.’

The statement above from a representative of the predominantly commercial
farmer controlled association was also supported by the representative of the
Peasant Farmers Union (PFUZ):

Regarding consultations, I can say that there was no warning at all to the peasant farmers
about the liberalisation. This was the biggest mistake as there was no warning, no cush-
ioning. Agriculture was just left alone and the policy was to let them feed themselves. It
was like a flock of sheep without a leader.*

It is not surprising that interest group representatives criticise a government for
lack of consultations in a situation of rapid reform implementation. But in Zam-
bia the government representatives largely shared the views about consultations
expressed by the representatives of the interest associations. According to a sen-
ior bureaucrat in the Ministry of Agriculture, Food and Fisheries (MAFF):

I can guarantee you there were no MAFF extension workers going out into the rural areas
to warn people about the changes ahead. People say the implementation moved too fast,
and I find it hard to disagree. What is certain is that the flow of information did not move

1. Personal interview, Gideon Phiri, Chief Executive, Zambia Association of Chambers of Commerce and Indus-
try (ZACCI). Lusaka, September 13, 1996.

2. See West (1989) and Sandberg (1990) for two insightful analyses of the agricultural liberalisation attempts
during the 1980s.

3. Personal interview, George Gray, Executive Director, Zambia National Farmers Union. Lusaka, October 2,
1996.

4. Personal interview, Roger Phiri, Assistant General Secretary, Peasant Farmers Union of Zambia. Lusaka,
October 10, 1996.
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fast enough. Some of our extension workers are still in the Second Republic mentality.
People did not know what to do with their produce, they were so used to government buy-
ing all their produce.!

The statements from a wide range of stakeholders within the labour unions,
business, and agriculture indicate that the MMD government did not attempt to
bring interest associations, nor the bureaucracy, into the process of implement-
ing the economic reforms in the initial period. All statements indicate, firstly,
that the MMD government felt more comfortable with its wide, but undefined,
electoral support than it did with a corporatist structure involving consultations
and mutually binding agreements with interest groups. In terms of agriculture,
it may be argued that MMD also had a political motive for not working with
the established interest groups. Initially there were only two associations the
government could have worked with.? Of these, the co-operative associations
(ZCF) were of limited interest to MMD as they had become associated with the
UNIP party machinery in the Second Republic. MMD’s willingness to carry out
the contentious reforms within agriculture may at least partially be explained by
its interest in reducing UNIP’s political networks to the grass roots by aiming to
sideline the co-operatives and strip them of finances. A number of observers not-
ed that MMD politicians, who otherwise might not have favoured liberalisa-
tion, were easy to convince about the virtues in the instance of agricultural
liberalisation because maize subsidies had long been provided through channels
strongly linked to UNIP. The MMD politicians could appreciate the fact that
subsidy removal weakened UNIP’s position in the countryside (van de Walle and
Chiwele 1994; Graham 1994).3 The association representing agriculture that
MMD could be expected to work with was the ZNFU. Since changing its name
from Commercial Farmers Bureau to Zambian National Farmers Union in
1991, the largest farming association in Zambia had sought to widen its mem-
bership to include small-scale farmers in order to become politically viable.*
Despite this expansion, ZNFU’s membership was still small in terms of num-
bers. Furthermore, its policies were still associated with the interests of commer-
cial farmers. With a paying membership of 350 ZNFU could not be regarded as
an encompassing association. A clear statement on the manner of implementa-
tion and degree of consultations between the MMD government and interest
groups in the first election period, and the lack of political weight attributed to
ZNFU, was given by the Minister of Agriculture responsible for carrying out the
policy of agricultural liberalisation:

The organisations, like ZNFU have a contradictory agenda. And nothing we could do
would be right for them. As a result, I did not work with them. I saw my role as getting

1. Personal communications, A.K. Banda, Director, Policy Planning, Ministry of Agriculture Food and Fisheries
(MAFF). Lusaka, November 27, 1996.

2. The National Association of Peasant and Small-Scale Farmers Union (NASSPFU) was officially established in
1989, but did not begin to operate as an organisation before 1994.

3. Interviews with representatives of the co-operative movement indicated similar sentiments. Personal commu-
nications, Bethel N. Sakala ZDC. Lusaka, January 7, 1997; Zandani Lungu, ZDC. Lusaka, January 7, 1997.

4. ZNFU has since 1991 sought to include farmers in the small-scale category by sponsoring their membership
in order to use the larger membership as lobbying clout. As a result, small-scale producers by 1996 comprised
the 87 per cent of the ZNFU’s membership. Personal communications, George Gray, ZNFU.
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the policy going. I did not have to work with these guys as the commercial farmers’ vote
does not carry very much.!

Political Consolidation (1994-2001)

Judging from newspaper reports and responses from the main economic interest
groups and civil society groups representing the churches, human rights and
civic education, in terms of economic reform implementation MMD?’s period of
grace came to an end in late 1993. Both the local and international press linked
the problems of MMD and President Chiluba to the economic reform process
that so far had produced few winners. The criticism of the economic reform
measures was particularly linked to three areas of reform. First, the process of
agricultural liberalisation was considered to have harmed both the commercial
and subsistence categories of agricultural producers, local businessmen, and
urban consumers. Second, the process of privatisation, starting with the eradi-
cation of subsidies to state owned companies, had resulted in redundancies of
large groups of formerly state employed workers. Third, the effects of the open
trade policy adopted by Zambia in 1993 created substantial transition problems
for the Zambian manufacturing industry which found it impossible to compete
with imported products.

The poorly managed agricultural policies were the first issue that turned
public opinion, opposition parties and MPs against the economic reforms. In-
creasingly, newspaper reports appeared in which various ministers questioned
the economic reform programme, reflecting both divisions within cabinet on the
reform measures and lack of discipline within the party and the government.?
Hereafter, increasingly, controversies unfolded over the economic reform pro-
gramme more generally as immediate results and poor management of the re-
form process began to make themselves felt in all sectors of society. ZCTU was
the first association to officially withdraw its support. The Catholic Church fol-
lowed by condemning the economic adjustment programme for its lack of com-
passion and care for the poor. The farmers’ association, ZNFU, became
increasingly more critical after the failure of the liberalised market system in the
1993/94 season. The growing criticism and emerging divisions were also evident
within the business community.> When the business associations accused the
structural adjustment programme of having butchered Zambian industry, the
government was arguably left with a rather limited support-base.

The comparative literature on the implementation of dual reform processes
argues that whereas some reform measures, most notably issues related to macro-
economic stabilisation should be left to a small insulated technocratic team, other
areas of reform, particularly institutional reforms, might benefit greatly from
wider consultations with a wide range of interest groups. Further, the dual re-

1. Personal interview, Simon Zukas. Lusaka, December 13, 1996.

2. An example is provided by the Director of Industries at the Ministry of Commerce, Trade and Industry who
complained that the structural adjustment programme had led to the de-industrialisation of Zambia (Times of
Zambia, April 20, 1994).

3. A series of articles in the business publication Profit debated the issue of structural adjustment reforms under
headings like “SAP—ill-conceived, alien and misguided”, Profit, January, 1994.
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form literature expects reforming governments to initiate closer contacts with
interest groups when approaching elections.! But the discussion above reveals
that in the initial years, the MMD government did not apply a variety of tactics
and attitudes to interest associations. A number of observers on the process of
economic and political liberalisation in Zambia commented on the govern-
ment’s failure to communicate its policies, even when they were doing things
right.? As the discussion below will demonstrate, rather than increasing contact
with societal interest groups in an attempt to create a pro-reform coalition, in
the Zambian case the contact with interest groups declined in the second part of
the first election period. In the second Chiluba administration, the contact
between the MMD government and the main economic interest groups was
minimal. While business and agricultural interests were not met with the explicit
attitude of non-negotiation as labour was, on the whole, none of the interest as-
sociations representing labour, agriculture or business was able to provide a
strong and unified approach in terms of fighting for their special interests as re-
gards the three major areas of structural reform: agricultural liberalisation,
trade liberalisation, and privatisation.

Agricultural Liberalisation and Responses from Interest Groups

The liberalisation of the agricultural markets has by some observers been rated
the greatest failure of the MMD government (Seshamani 1996; Saasa 1994). As
discussed above, the initial pace of implementation put the non-stabilised econ-
omy under great pressure. Most of all, the process of replacing a set of, albeit
poorly functioning, state monopolies, with decentralised private networks re-
sulted in tremendous dislocations for the large majority of rural small-scale pro-
ducers. For this group, state subsidies for maize production had become the only
social welfare mechanism from the state. Due to the subsidised grain marketing
system the maize sector was very sensitive to political interference. Generally,
the problems encountered in the implementation of the agricultural liberalisa-
tion greatly undermined the confidence in the economic reform measures.> The
criticism towards MMD’s economic policies and the structural adjustment pro-
gramme emerging from 1994 onwards was largely related to the troubles en-
countered in the liberalisation of agriculture (van de Walle and Chiwele
1994:36).

Commercial farming interests in Zambia were negatively affected by the gov-
ernment controlled prices and subsidised foodstuffs in the Second Republic and
the farming community was expected to be among the major beneficiaries of the
change in policy (Bates and Collier 1993). However, as argued above, agricul-
ture failed to rebound in the 1991-2001 period due, in part, to poor and incon-

1. See the discussion in Chapter 2 on winners and losers and ‘the grooming of growth coalitions’.

2. Personal communications, Dominic Mulaisho, Managing Director Shonga Steel, Governor, Bank of Zambia
(1992-95). Lusaka, October 10, 1996.

3. An article appearing in Profit magazine illustrates the critical attitude of commercial farmers towards the
MMD government due to its handling of the liberalisation of the grain markets: “The mad maize merry-go-
round”, Profit, August 1993:12-14.
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sistent implementation. The three droughts that required the farmers to borrow
substantial amounts of funds in order to finance inputs for the next season must
also be considered influential. Borrowing in circumstances of severe macro-eco-
nomic imbalance placed a heavy burden on the farmers as interest payments rose
dramatically. Furthermore, the initial liberalisation caused similar dislocations
for agricultural producers as for the manufacturing industry as Zambia liberal-
ised its trade prior to rationalising its tariff regime.! Given the level of
development and lack of competitive advantages, Zambian agriculture was un-
able to compete with its two main trading partners, South Africa and Zimba-
bwe, both in export and domestic trade. Imports of agricultural products from
the neighbouring countries greatly undermined Zambian locally produced
goods. ZNFU claimed that while structural adjustment had opened the door to
an enabling environment for the farmers, it then cut their legs off. ZNFU blamed
“the cabinet of traders [for making it] hard to invest in productive sectors”
(Profit, August, 1995). Towards the end of the first election period, the ZNFU
was more sceptical to agricultural liberalisation fearing that trade liberalisation
would effectively kill agriculture in Zambia. Criticising the government for lack
of support, in the form of subsidies, ZNFU by 1995 argued that the structural
adjustment programme had in fact made things worse. Claiming that the liber-
alisation policies had broken the farmers, the association called for a more grad-
ual implementation procedure (Financial Mail, August 8-14, 1995). Thus, while
the commercial farmers had favoured the policies of liberalisation presented by
MMD in 1991, when faced with the consequences of high interest rates, limited
access to credit, and competition with imported agricultural products they began
to doubt the policies. According to the first Minister of Agriculture, Guy Scott:

[ZNFU] was not a large organisation, but they were basically in agreement on our policies.
However, they were terrified when interest rates went up. These high interest rates killed
out and destroyed the whole industry. The [farmers’] lobby was too weak when the inter-
est rate started to escalate in 1993.2

Other observers argued that the inconsistency of the government’s agricultural
policies constituted the main reason why the commercial farmers started to doubt
MMD’s commitment to the liberal agricultural policies (GRZ/MAFF 1996;
World Bank 1996a; van de Walle and Chiwele 1994; Profiz, August 1996). As ar-
gued above, the government continued to send double messages to the farming
community throughout the 1990s regarding price-setting, the role of government
as a buyer of last resort and the issue of subsidising inputs. The continued inabil-
ity of the government to invest in infrastructure and productive industries further
made it difficult for the large majority of farmers to reap the benefits of the re-
form measures. Budgetary allocations continued to favour the urban sectors,
most notably the administration (Seshamani 1996; Mwanawina et al. 1996).
The ZNFU successfully lobbied government to remove almost all agricul-
tural products from the free trade agreement with Zimbabwe in 1996. When the

1. Personal interview with the Executive Director of ZNFU, George Grey. Lusaka, October 2, 1996. See also
ZNFU Annual Report 1996 and GRZ/MAFF 1995, 1996.

2. Personal communications, Guy Scott, Minister of Agriculture 1991-1993. Lusaka, September 13, 1996.
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MMD government in 1997 banned importation of wheat flour, ZNFU applaud-
ed the move, indicating the association’s declining support of liberal policies
(EIU Country Report, 3rd Quarter 1997). Two years later, ZNFU tried to force
the government to increase export licences to farmers, but the government
refused in order to subdue domestic maize prices (EIU Country Report, 3rd
Quarter 1999:19; ZNFU Annual Report 1999). These examples indicate that
both the government and ZNFU sent unclear signals to the market regarding
their support for a liberal agricultural market for grain produce and inputs.!
However, generally, the capacity of farmers to lobby the government on behalf
of member interest was limited throughout the 1990s. ZNFU with approxi-
mately 350 paying members could not be regarded as an encompassing associ-
ation. As a result, the complaints raised by ZNFU were usually not responded
to by the bureaucrats in the Ministry of Agriculture. MMD politicians claimed
that the criticism raised by the farming associations could not be taken as a re-
sponse from farmers as their membership was too low to be seen as representa-
tive of the farmers as a group (The Post, August 16, 1994). In order to increase
its lobbying capacity, ZNFU after 1991 sought to bring small-scale farmers into
the organisation. However, including farmers outside the ranks of the large and
technologically efficient commercial farmers meant that a great variety of views
were brought under the umbrella of ZNFU, as evidenced by the many conflict-
ing statements offered on the issue of agricultural liberalisation.

Conflicts of Interest between Small and Large-Scale Farmers

For the small-scale farmers agricultural liberalisation was regarded negatively.
As argued by a representative of the Zambia Co-operative Federation (ZCF), the
complete change from government monopoly institutions to market based de-
centralised systems of marketing created severe dislocations for the small-scale
producers:

For small-scale farmers in the far out rural areas where there are no roads and no infra-
structure, MMD?s agricultural policies created problems. There is no private sector to take
over here as it is profit oriented and it is simply not profitable to market produce from
these areas. As a result, the small-scale sector is left without a market for their produce.
Traders then take advantage of the small-scale farmers and go out to buy at the end of
season at a price lower than production cost and lower than what government used to buy
for. There are as a result mixed feelings. ... It is true that there is a tendency of defaulting
credits among small-scale farmers. This is a hang-over from the Second Republic when
credit was dished out. The slogan was the ‘government for the people of the people’. As a
result, people saw a government thing as belonging to no one and there was no need to
pay back. If they did not repay, the government would still pump in credit next year. Then
MMD brought in the principle that credit should be a business and unless repaid there
would be no cash for the next season. ... However, there are now only private traders who
do not go to the small-scale farmers and they have to sell under profit. As a result, they
are not able to pay back and thus the system forces them to default.?

1. The conflicts arising over the issue of credit repayment by the small-scale producers were a recurrent issue in
the public debate and in the relationship between ZNFU and government. See Profit, August 1993; The Post,
February 17, 1995; The Farmer, January 19935. See also World Bank 1996a; GRZ/MAFF 1995, 1996.

2. Personal interview, Bethel Sakala, Development Service Co-ordinator, Zambia Co-operative Federation.
Lusaka, January 7, 1997.
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The Peasant Farmers Union’s representative offered a similar analysis of the
effects of agricultural liberalisation on the small-scale producers:

The liberalised agricultural production and marketing had enormous side effects on the
peasants. It has been like a sudden heavy storm crushing the productive sectors of agricul-
ture. Suddenly they stopped agricultural credit which incapacitated the peasants and made
them even poorer. As agricultural credit finance was put into private hands, the cost of
production rose beyond the reach of the poor. Peasant farmers could not afford to pay for
inputs like seeds and fertilizer and they have gone without any crop for the past 2-3
seasons.!

The problems encountered in the process of agricultural liberalisation in Zam-
bia reflect the general political dilemmas associated with dual reform processes.
The statement by the Minister of Agriculture illustrated the political dilemmas
facing a government committed to a liberalisation process with such a limited
support-base:

If you go to the remote areas and tell them not to grow maize you will get shouted down,
neither the farmers nor the political leaders will accept it. Maize is not only food it is also the
social security card. This is the cash crop which school fees and uniforms have come out of.>

The government’s ‘solution’ to this political dilemma was to maintain some
forms of indirect subsidies to the small-scale farmers, while still in the main im-
plementing the agricultural liberalisation measures (World Bank 1996a; GRZ/
MAFF 1996). The contradictory nature of the government’s attitude to the lib-
eralisation of maize marketing was reflected in public statements of the various
cabinet ministers. Judging from the coverage in the local press, during the plant-
ing time, the various ministers appeared to address farmers. In May—July the
government ministers seemed to be responding to the needs of urban constitu-
ents fearing the price of mealie meal.’?

Due to the implications felt by the large majority of small-scale producers,
apart from the donor community and a few reform minded ministers and
bureaucrats, the attachment to liberalisation was not deep among most domes-
tic actors involved in agricultural policy.* By 1996 four associations were offi-
cially registered as representing agricultural producers at the national level.
However, neither the National Association of Small-Scale and Peasant Farmers
Union (NASSPFU, established in 1989 but only effective from 1994 onwards),
nor the Peasant Farmers Union of Zambia (PFUZ, registered in 1995) could
claim to be strong lobbying associations on behalf of the small-scale producers.
As a result, the lobbying activities of the farming associations were not met with
a great deal of support and to a large extent, the calls for change were ignored
by the MMD government throughout the election period. This may be interpret-
ed as reflecting a general lack of interest by the government in entering into

1. Personal interview, Roger Phiri, Assistant General Secretary, Peasant Farmers Union of Zambia. Lusaka,
October 10, 1996.

2. Personal interview, Simon Zukas, Minister of Agriculture. Lusaka, December 13, 1996.

3. The cycles of the agricultural policy process were confirmed in interviews with the two Ministers of Agricul-
ture, Guy Scott and Simon Zukas as well as George Gray (ZNFU).

4. In what political analysts regarded as the first shots of the 1996 election campaign, President Chiluba in Feb-
ruary 1995 reassured agricultural producers that the government would ensure that marketing reached where
the private sector did not reach (The Post, February 17, 1995).
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dialogue and consultations with interest groups. However, it also reflects the
low levels of capacity of these associations. As the representatives of agricultural
associations could not claim to represent the bulk of the producers, the govern-
ment had few incentives for consulting with these associations. The frustrations
felt within government concerning the lack of cooperation and the limited
capacity and reach of agricultural associations were expressed by the Permanent
Secretary in the Ministry of Agriculture:

In terms of support from the community, I would have wished for a lot more. The ZNFU
have been involved at all stages of this process. They will tell you a different story now but
that is a lie. They have been very vocal, however, now a different song is being sung. There
is lack of determination and they are now reacting only to the pain of the moment. But it
was inevitable that liberalisation would cause disruptions. I would have wished for more
help from them in terms of education of the farmers and peasants. ... There must be or-
ganisations representing farmers on the ground. My hope at this time is the emerging peas-
ant and small-scale organisations. I hope that they will be of help and that they will be
efficient.!

Perhaps more than any other sector in Zambia, agriculture underscores the bar-
riers against generating political support-bases around economic policy reforms
in Africa. Due to their numerical weakness, no agricultural organisations could
provide an electoral support-base for MMD. ZNFU was critical to the effects of
liberalisation, due both to the fact that the effects had hurt their members, and
because the implementation had not been consistent. While ZNFU’s policies
support of the liberalisation policies varied considerably in the 1990s, they never
reversed their policy. Until shortly before the 2001 elections, at the level of lead-
ership, the two new associations representing small-scale and peasant farmers,
as well as the co-operative federation, expressed commitment to a furtherance
of the liberalisation process, with more cushioning measures. While the associ-
ations at the executive level endorsed liberalisation, in meetings with their local
members, often reported in the press, the views were far more negative.? Thus,
in terms of agriculture, it cannot be argued that a large sector of agricultural in-
terests has emerged which could be characterised as a ‘winning coalition’ and a
useful constituency for the government. Due to the weak agricultural associa-
tions, opposition to the government’s agricultural policies was often voiced by
populist sources like the press and MPs representing rural constituencies. Simi-
larly, the size and composition of the two main business associations rendered a
pro-reform coalition unlikely. Many businesses were negatively affected both by
the rapid trade liberalisation and the way the privatisation process was carried out.

Business Responses to Trade Liberalisation and Privatisation

In the 1991 election campaign, MMD promised that they would return the
economy to the market and the private sector. The business sector was expected
to become more influential due to both the reversal of that sector’s marginalisa-
tion under the former regime, and to the strong presence of businessmen in the

1. Personal interview, A.C. Sichinga. Lusaka, January 16, 1997.

2. Personal communications, Simon Zukas, Guy Scott and Hans Hedlund, Programme Co-ordinator of Eco-
nomic Expansion in outlying Areas. Lusaka, September 19, 1996.
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new parliament. However, as MMD’s economic policies became more erratic
after 1993, the positive relationship between business and the MMD govern-
ment gradually gave way to mutual distrust.

ZACCI and ZAM initially endorsed trade liberalisation, as part of their gen-
eral support of MMD’s economic reform project. The more direct criticism of
the government’s economic policies appearing from sectors of the business com-
munity in 1994 addressed the imbalances created by the full-scale liberalisation
of the Zambian external trade regime. While all the protective measures to
shield the local manufacturing industry from competition were removed, for
revenue purposes, the government insisted on maintaining a high duty on
imports of raw materials. Without protection or subsidies in any form and
facing competition from imported finished products subsidised in the country of
origin, the Zambian manufacturing industry was not able to compete. Through-
out 1993, the local press carried articles focusing on the plight of the Zambian
manufacturing industry (The Weekly Post, October 22-28, 1993; Times of
Zambia, January 15, 1994; Profit, January 1994). In a series of advertisements
claiming that the Zambian manufacturing industry, like the rhino, was threat-
ened with extinction, the Zambian Association of Manufacturers (ZAM) ac-
cused the government of killing the industry (Times of Zambia, August 10,
1994; The Post, August 12, 1994). The government’s reactions to the criticism
from the business community indicated that criticism was neither expected, nor
appreciated. The government, feeling that it had already done a lot to ease the
problems of Zambian industry, appeared genuinely puzzled by the campaign.!
The Minister of Commerce, Trade and Industry (Dipak Patel) condemned ZAM
for taking a confrontational stance instead of communicating directly with the
government (Profit, September 1994; The Post, August 16, 1994). However, as
argued by ZAM, the fact remained that most of the economic reform measures
so far put in place by the government were biased in favour of commerce (The
Post, June 17, 1994).

Reflecting the broad membership of ZACCI, the main business association
was rather passive on the issue of the liberalisation policies having created a bias
against the manufacturing industry. Based on the campaign carried out in 1994,
arguably, ZAM, with a much more limited membership and lacking an organi-
sational apparatus, was more successful in terms of lobbying for their member
interests than the larger ZACCI (Taylor 1997). Persistent complaints from the
manufacturing industry led the government to introduce the concept of counter-
vailing duties in 1995 with the aim of countering any protective measures insti-
tuted by other countries in the region (GRZ: 1995 Budget Address). According
to one observer, the cumbersome process of processing claims had by the 1996
elections resulted in few benefits for the local industry (Seshamani 1996:11).

From 1993 onwards, the government’s economic policy mix of an over-
spending public sector and a very tight monetary policy in combination with the
political uncertainty created a very negative situation for the business sector in
Zambia. The main Zambian business associations withdrew their support for

1. Personal interview, Gideon Phiri, Chief Executive, ZACCI. Lusaka, October 2, 1996.
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parts of the economic reform programme as the effects of trade liberalisation
and privatisation were felt by their members, many of whom had been benefici-
aries of the state-controlled economy. But regardless of the protest and lack of
support from business, despite several exogenous shocks and uneven implemen-
tation, the MMD government maintained an open trade regime throughout the
1991-2001 period. As one of the first countries in the region to do so, Zambia
put the COMESA Free Trade Agreement into effect in October 2000. Illustrat-
ing the MMD government’s autonomy from domestic business interests, the
Deutsch Presse-Agentur’s comments on the 2000 African Competitiveness
Report noted that: “The Zambian government’s determination to uphold an
open trade regime in the face of opposition from segments of the private sector
remains one of the country’s major attractions for foreign investment”.

ZACCT’s limited ability to address the perceived imbalances between bene-
fits geared for trade as a result of the market liberalisation measures and the in-
stitutional regulations and investments required to facilitate the growth of a
local manufacturing industry was illustrated by the President of ZACCI:

Some of our business members think that liberalisation has gone too far as some business-
es have suffered. There are a number of businesses in this country which due to liberalisa-
tion have not been able to compete. It is, however, a question of approach. As a federation,
we do not adopt a one voice approach. Some say liberalisation is good and let the bad
businesses die if they cannot compete. We take the both schools approach and at that point
it is up to government to decide.!

According to a business confidence survey from 2001-2002, a large number of
businesses reported that Zambia’s free trade policy was as a major impediment
to their business.? Used to tariff protection, trade liberalisation meant that local
firms lost state protection and had to compete with imported products. Based
on the survey results, arguably, both the business associations and individual
businesses seemed to regard their uncompetitiveness and lack of capital as a re-
sult of unfair competition from abroad rather than as an effect of government
policy, such as an overspending public sector and tight monetary policy (Taylor
and Aarnes 2002:17).

Divisions within the Business Community on the Issue of Privatisation

The business associations initially supported the privatisation process. But in the
press debates following Minister Penza’s statement on the mining industry in
1992 (see discussion above), contributions from the business community did not
figure centrally. Alluding to the lack of support offered by the business sector,
the Minister of Commerce challenged the business community to market the pri-
vatisation programme as a positive measure for economic development at
ZACCI’s 1992 annual meeting. Penza further accused ZACCI of having played
the role of the spectator in the privatisation exercise so far (Times of Zambia,
September 26, 1992). Other ministers also indicated frustrations with the limit-

1. Personal interview, I. Chamwera, President, ZACCI. Lusaka, October 14, 1996.

2. The business confidence survey was carried out by Nordic Consulting Group, Zambia, covering the period
June 2001 to April 2002. 100 companies in Lusaka and on the Copperbelt were interviewed in four successive
rounds of interviews (Taylor and Aarnes 2002).
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ed support from the business community.! The limited role played by business
in the initial stages of reform implementation underlines the argument about the
need for business to redefine its role in a new political environment. But the lack
of involvement also illustrates the diverse nature of the Zambian business com-
munity. Comprising a small group of non-black entrepreneurs and a larger black
business class which to a large extent had risen to prominence through the state
industrial sector, the business community was never a united pro-privatisation
lobby. According to ZACCI’s representative on the ZPA board:

The big disappointment [in terms of privatisation] has been that there was no market, no
one was able to buy companies as there are few Zambians coming from a business back-
ground with capital. Most of us have a background in the parastatal industries and we
have no capital.?

ZACCI presented a rather ambiguous view on the privatisation process. In prin-
ciple the business organisations supported privatisation and criticised the gov-
ernment for moving too slowly. The views expressed by various members of the
business community, however, varied considerably. These divisions were also re-
flected in the reporting of the business magazine Profit, which at times strongly
criticised the government for moving too slowly, in particular with respect to
privatising ZCCM (Profit, May 1993; July 1993; January 1994). At other times,
even the editorial voiced some very critical comments, often connected to the
lack of Zambian participation in the process (Profit, April 1995). As the priva-
tisation process gathered momentum from 1995 onwards, a racial division rem-
iniscent of the First and Second Republics re-emerged within the Zambian
business community. This division limited the strength of ZACCI in terms of
lobbying the government. Due to the financial constraints generated by the fiscal
reforms, the lack of growth in the Zambian economy, and the fact that a major-
ity of local Zambian businessmen had their background in the public sector, few
black Zambian businessmen were able to reap the benefits of the privatisation
process which gathered momentum in 1995. Thus, the majority of the black
business community did not regard themselves as beneficiaries of the privatisa-
tion process. The view expressed by a member of ZACCI’s board is illustrative
of views expressed by a number of African businessmen interviewed:

ZACCI is supportive of the privatisation programme, however, with one caveat: More
should and could have been done to enable Zambians to take part in the process. As it is
now, it is terribly skewed towards international investors. The problem of the way this has
been handled is that the privatisation effort has brought this government no new friends
as no sectors of the economy have really benefited. This points to a worrisome aspect of
the sustainability of the process. There is a situation where people are saying hey, what
have I benefited from this situation? ... The problem is that the government does not
worry about empowerment or ownership of reform by the population. This brings us into
conflict with our neighbouring countries where empowerment is the main concern.3

1. Personal communications, Aka Lewanika, Lusaka, September 17, 1996; Guy Scott, Simon Zukas and
Emmanuel Kasonde. Before becoming Minister of Commerce in the first MMD Cabinet, Ronald Penza was
Chairman of the Lusaka Chamber of Commerce.

2. Personal interview, Abel Mkandawire, vice chairman of ZACCI and President of the ZPA Board. Lusaka,
January 8, 1997.

3. Personal interview, Mebelo Mutukwa, Chairman of Zambia Chamber of Commerce and Industry, Fiscal and
Monetary Committee. Lusaka, November, 1996.
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Responding to this criticism of the privatisation process increasingly appearing
in Zambian newspapers as the 1996 elections approached, the Zambia Privati-
sation Agency (ZPA) launched a number of public relations initiatives.! Answer-
ing the allegations that the privatisation process had so far only benefited
foreign investors and non-Zambian citizens, ZPA argued that 80 per cent of the
companies had been sold to Zambians. This figure, however, also included non-
black Zambians with a registered company in Zambia. Further, as argued by
representatives of the Zambian business community, regarding assets, the four
biggest companies sold, accounting for 80 per cent of the value, all went back
to their colonial-time owners.> Commenting upon the limited number of local
beneficiaries of the reform measures, a policy advisor at the Bank of Zambia ar-
gued that:

The downside [of privatisation] is that due to the level and state of our economy not many
Zambians are able to participate in the process. In a sense we have replaced one form of
ownership with another instead of creating more enterprises and businesses.?

According to the MMD leadership, the government of Zambia and the private
sector formed a partnership of prosperity and growth in the Third Republic. A
number of seminars were arranged where the government asked the business
community to contribute their views, and both ZACCI and ZAM were repre-
sented on a number of government boards and committees. Nevertheless,
according to ZACCI, the meetings were often poorly organised and the minis-
ters were not well informed (Profit, April 1996). As a result, in interviews with
respondents from a broad spectrum of the business community, few were able
to cite examples of policy outcomes that had resulted directly from the commit-
tee representations. Generally, as MMD started to consolidate its political
power-base, it increasingly disregarded domestic business views and interests. In
the second election period, formalised, regular meetings between Zambian busi-
ness associations and the government were discontinued. In part, the changing
attitude towards business related to the fact that business could not provide the
government with meaningful political or economic support. The precarious
nature of Zambian business meant that it could provide few benefits (in the form
of employment provision, tax revenues, etc.) to the state. Moreover, represent-
ing less than 20 per cent of formal sector employment, the private sector did not
constitute either an electoral threat or a useful political ally for MMD. By the
late 1990s, ZACCI became completely marginalised due to a dramatic fall in
membership resulting principally from the effects of economic policies on its
members. Partly agreeing to criticism raised by the government, ZACCI’s cur-
rent leadership admits that the MMD’s trade policies and the privatisation proc-
ess have split their members and as a result, it has not been possible for the
association to speak with one voice.*

ZPA, 1996: “ZPA forum. Statement by the Executive”. Hotel Intercontinental (October 17).
This comment was raised and supported by businessmen represented at the ZPA Forum.
1994 Budget Address by the Minister of Finance, Ronald Penza (GRZ 1994).

Interview with Nelson Chisenga, acting Chief Executive, Zambia Association of Chambers of Commerce and
Industry (ZACCI), December 28, 2002. The interview was carried out and transcribed by Dr. Edgar Bwalya,
University of Zambia.
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The marginalisation of interest groups as a result of the economic reform
process was, however, most marked in the case of the trade unions, considering
their prominent position in the Second Republic.

Privatisation and the Trade Union Movement

From late 1993 onwards the Zambia Congress of Trade Unions (ZCTU) again
became an outspoken critic of the economic reform measures. From a very early
date the trade union movement criticised the government for failing to consult
with labour by ignoring the tripartite agreements. Expressing the frustrations
felt with the lack of dialogue between the government and labour, by 1993
ZCTU’s President Fackson Shamenda declared that a breakdown of communi-
cations between the government and the labour movement had occurred:

It is shocking to see how this government is approaching industrial relations. It is tanta-
mount to blackmail. Over this issue, I would say that even the Second Republic was much
better. (The Weekly Post, September 3-9, 1993)

Attempting to influence the economic reform process more directly, ZCTU in
December 1993 made a trip to the World Bank and the IMF to plead for more
lenient benchmarks and to allow economic reforms to be implemented gradual-
ly. The reaction from the government to ZCTU’s initiative illustrated that the
government and labour movement had different perceptions on what was to be
the role of a trade union movement in a liberalised environment. The Minister
of Labour argued that the unions should stop acting as a shadow government
as in a democracy, trade unions were only one of many interest associations.
Subsequently, they should stick to issues pertaining to the interests of their mem-
bers and lobbying of government (Times of Zambia, December 16, 1993). The
government did not summon the representatives of employers and employees
for tripartite meetings as stipulated in the industrial relations regulations.
According to the tripartite agreement, these meetings were to be called every
quarter. However, by 1994 only four meetings had been held. Furthermore, the
outcome of the meetings left the unions with the impression that the government
had no intention of following the advice of the trade unions.! The practice of the
MMD government clearly broke with the policies of the one-party era when in-
dustrial relations between the government and the labour movement had been
a significant part of the policy process.

Prior to the 1991 transitions, the trade union movement had advocated the
need for some privatisation.”? However, the debate on the potential sale of
ZCCM in 1992 demonstrated that the unions were adamantly against this. The
President of the Mine Workers Union (MUZ), Francis Kunda, simply stated that
privatisation of ZCCM was out (Times of Zambia, September 23, 1992). After

1. Personal interviews, Alec Chirwa, General Secretary ZCTU, Kitwe, December 2, 1996 and Austin Muneku,
Research Economist ZCTU, Lusaka, October 18, 1996. Lack of dialogue with the government was also one
of the complaints voiced by most participants at a ZCTU and ZFE conference held on “The impact of the
SAP”, Andrew’s Motel, Lusaka 17-18 October, 1996.

2. Asearly as 1973 Newstead Zimba, the General Secretary of ZCTU, suggested that it was easier to deal with
private employers than the state as the former did not employ the security forces during labour disputes
(Baylies and Szeftel 1984:85).
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public outrage which involved the miners union, ZCTU, the churches, the press,
and members of the MMD Cabinet, Minister Ronald Penza backtracked and de-
clared that the government could wait 20 to 30 years before privatising the
mines (Times of Zambia, September 26, 1992). The position of the trade union
movement in the initial stages of the privatisation reform was illustrated by the
statement of the General Secretary of ZCTU:

We disagree with the pace and the definition of privatisation. We argue that it is not nec-
essary to privatise public companies that are doing well and making profit. It was our
understanding that only loss-making public companies were going to be privatised. ... We
expected foreign bidders to be invited not only to take over public companies but to set
up parallel private companies to compete with the existing companies. !

The policies of liberalising the trade and exchange markets as well as the process
of privatisation provoked the sharpest reactions from the labour movement.?
According to statistics from the Central Statistical Office, approximately 30,000
workers were made redundant in the formal sector economy between 1992 and
1996 (CSO 1995, 1997). ZCTU claimed the number to be closer to 50,000
(Banda and Muneku 1996). The level of retrenchments posed serious challenges
to the trade union movement both in terms of defending the economic well-
being of its membership, as well as the financial burden created by the loss in
trade union membership. Yet according to statistics from the Ministry of
Labour, the number of strikes were drastically reduced from 1990 to 1994.3
By 1994, the effects of privatisation in the context of an economy in crisis
were beginning to make themselves felt by the number of companies closing
down, or down-scaling their operations, and thus retrenching workers. The un-
certain future of many of the union members led the trade union congress to
take a more cautious approach towards privatisation. Stressing that privatisa-
tion had been carried out without consideration of the loss of jobs and the situ-
ation of the Zambian work-force, the trade unions started to criticise the process
of privatisation. Citing concern over employment and security standards and
anti-union sentiments in the new private companies, ZCTU called for a com-
mercialisation of state enterprises as an alternative to privatisation (ZCTU
1994c). According to ZCTU’s own documents, the pronounced negative stance
towards privatisation from ZCTU was sparked by the high profile liquidations
of Zambia Airways and the United Bus Company in 1994. The two major trans-
port companies were liquidated by the government prior to the planned process
of privatisation. As the companies were liquidated, the employees were by law
only entitled to three months salary. Despite the high number of employees in
the two companies, and the uncertainty facing the public at large due to the
transport shortages, the Minister of Finance declared that the airline and bus
company would not be treated differently from other parastatals being liquidat-
ed (Times of Zambia, November 11, 1994). Realising that the terminal benefits

1. Personal interview, Alec Chirwa, ZCTU.
2. ZCTU 1994a, 1994b, 1994d, as well as personal interviews with labour representatives.

3. According to the numbers presented by the Ministry of Labour, the number of strikes went down from 103 in
1990, to 102 in 1991, 91 in 1992, 48 in 1993 and 15 in 1994. However, the number of workers involved and
man-hours lost was high for all the years apart from 1994. ZCTU, 1994d: “1994 Quadrennial Congress
Report of the Secretary General”. Kitwe, October.
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agreed to in the collective agreement before the liquidation would not be paid
out, workers in the two companies protested in the streets of Lusaka (Financial
Mail, December 20-29, 1994; Times of Zambia, December 31, 1994). The pub-
lic outcry generated from these processes shook the trade unions’ confidence in
the privatisation process (ZCTU 1994c). In meetings with the government, the
trade unions had been reassured that the national airline would be financially
rescued (ZCTU 1994e). However, as Chapter 6 will discuss further, the govern-
ment was at the same time under pressure from the international donors to lig-
uidate the airline due to the implications of continued subsidies for the macro-
economic situation. Stating publicly that Chiluba had failed the workers more
than Kaunda ever did, ZCTU’s General Secretary Alec Chirwa declared that the
honeymoon was over and ZCTU was now set on a war-path with the govern-
ment (The Post, December 27, 1994). By this stage, however, the difference of
opinion on the economic reform programme had also set the trade union move-
ment on an internal war-path.

Trade Unions Split

In contrast to the labour congress, moving from a general support of privatisa-
tion in 1991 to a critical stand when the effects started to be felt, the Mine
Workers Union (MUZ) in 1994 changed from a negative stand on the issue of
privatisation to endorsing the privatisation plans of ZCCM. Towards the end of
1993, the President of MUZ delivered a statement strongly supporting MMD’s
economic policies. The statement came at a time when ZCTU issued increasing-
ly more critical views on the economic policies of MMD (The Post, October 29,
1993). Representing a sector which was assumed would grow after privatisa-
tion, the mineworkers began to advocate a more speedy privatisation of the
mines, arguing that despite the prospect of immediate retrenchments, the long
term prospects for workers would be better with the mines in private hands.!
The statement of MUZ’s secretary of information is illustrative of the mine work-
ers’ pro-business stand which became more pronounced in the period after 1994:

Our position is alien to trade union movements in UK and Germany who say they are
opposed [to privatisation] due to retrenchments. We see it the other way around; simply
because when we nationalised, the proceeds from industries went to develop other sectors
like agriculture. ... In the mines there has been no new technology and whatever the
strength of a union you cannot retain wages and levels of employment if the company can-
not sustain the wages. We see no other alternative but to arrest this trend of production.
We must ensure fresh injection of capital and the only way to do this is through privatisa-
tion. We have miners who have worked under parastatal ownership and we have miners
who have worked under private owners and the levels of employment and ability to pay
living wages certainly point in favour of the latter.?

1. For documents describing the position of MUZ on privatisation and the modes of privatising the mines, see
MUZ 1994, 1996a, 1996b.

2. Personal interview, Muchimba, Research and Information Officer, Mine Workers Union of Zambia (MUZ).
Kitwe, December 5, 1996.
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Table 4: 3 Zambia Congress of Trade Unions (ZCTU) membership 1991-1997

Total 1986 1990 1994 1995 1996 19972

348.960 357.967 312.389 295.747 230.000 270.000

2 Increase reflecting the reaffiliation of three unions.
Source: ZCTU 1996; Banda 1997.

MUZ’s President, Francis Kunda, was also the vice-President of the ZCTU and
the internal differences within ZCTU thereby became public when the MUZ
President announced his intention to contest the leadership position of ZCTU at
the October 1994 Quadrennial Congress, something that had rarely occurred in
ZCTU. Immediately, the contestations became linked both to national politics
and the economic liberalisation process. The ZCTU President told the press that
the contest was instigated by the MMD government to have him and the Gen-
eral Secretary removed in order to install ‘yes men’ to head the labour move-
ment. ZCTU’s President claimed that the MMD government was not happy
with the position ZCTU had taken on the structural adjustment programme
(The Post, August 19, 1994). When the opposing candidates lost the Quadren-
nial elections, the President of MUZ called a press conference and announced
that his union was breaking away from ZCTU (Times of Zambia, November 4,
1994). Four other unions declared their intentions to leave ZCTU, including the
teachers union (ZNUT), the building and engineering workers union
(NUBEGW), the union of commercial and industrial workers (NUCIW) and the
financial workers union (ZUFIAW).!

The 1994 split of the trade union movement indicated a division on economic
reforms. The private sector unions claimed that ZCTU spent its resources prima-
rily on the public sector unions. Commercial workers felt that they had fought
their industrial struggles alone and therefore questioned the value of submitting
30 per cent of the trade union funds to the Congress.? According to MUZ:

Implicitly ZCTU has a bias towards public sector unions at the expense of others. At the
ZCTU general conference all unions were asked to strike to help CSUZ. Then the other
unions said, why did you not all come forward for us? ... The bottom line is that there is
a split along the lines of various positions towards economic reforms: There is a split
between commercial and public sector unions. The perception of the public sector unions
differs from the perceptions of the commercial unions which are facing the real brunt of
economic reform while public sector unions are procrastinating and still debating.3

The labour movement left Livingstone as a divided and weakened organisation.
The split was a serious blow to the trade union movement as a whole. ZCTU’s
influence was greatly reduced when the teachers, the miners, the financial and
commercial workers, all significant unions in terms of influence and size, left the
mother-body. The financial situation of ZCTU was also greatly affected as the

1. ZCTU 1995; see also Times of Zambia, October 27, 1994. This was also repeated in personal interviews with
Robinson Sikazwe and Alec Chirwa.

2. Personal interviews, Ignatius Kasumbu, Ass. General Secretary (Business), Zambia Congress of Trade Unions
(ZCTU), Kitwe, December 6, 1996; Austin Liato, Vice-President, ZCTU, Lusaka November 5, 1996.

3. Personal interview, C.B. Muchimba, MUZ.
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five unions were among the largest and subsequently, subscription fees were
affected. The trade union movement had already lost a great number of mem-
bers due to retrenchments. The 1994 split further weakened the already threat-
ened position of ZCTU, which before 1991 was recognised by most observers
as one of the best organised and influential union movements on the continent.
In addition to fighting government over the pace, and effects of, the structural
adjustment programme, ZCTU’s strained resources and capacity were thereby
locked into attempts to reconcile the disputes within the labour movement.
Comparing the position of labour within the pluralist system it had fought so
hard to attain, to the position it held within the one-party state, a labour repre-
sentative argued that:

It is ironic that Chiluba managed what the Kaunda regime never did; to weaken and split
the trade union movement. ... ZCTU is weakened organisationally due mainly to loss of
membership. It does no longer enjoy the strength it used to. ... The problem is that there
now is a government that deliberately ignores the unions and deliberately clips the
strength of the unions. ... I think the government will make sure reconciliation is not tak-
ing place and I can see a new federation being recognised with a national centre that will
most likely declare its sympathy to MMD.!

Partly defeating these negative projections, in December 1997, three of the
break-away unions rejoined ZCTU—the commercial and industrial workers
union (NUCIW), the building and engineering workers union (NUBEGW), and
the teachers union (ZNUT). However, the mine workers union (MUZ) and the
financial and allied workers (ZUFIAW) remained outside ZCTU. In 1998 a sec-
ond union federation was established, the Federation of Free Trade Unions
(FFTU). MUZ, however, reunited with ZCTU in 1999 and ZCTU is still by far
the biggest federation in Zambia. But, the combination of internal differences
and the significant retrenchments occurring in the 1990s have reduced the trade
unions from a powerful actor to a marginal actor. Illustrating the current weak
position of the Zambian trade union movement, an editorial in The Post recent-
ly posed the following question: “Can they [the new leadership of ZCTU] de-
frost the ZCTU and bring it back to life again?” (The Post November 26, 2002).

Economic Reforms and the Role of Interest Groups

This chapter has indicated that the two MMD administrations (1991-1996 and
1996-2001) implemented the economic reform programme agreed to with the
international finance institutions in a partial and uneven manner. In the second
election period, the government’s commitment to the economic reform measures
waned. The uneven implementation and remaining high levels of public spend-
ing created an uncertain environment for business and brought MMD on colli-
sion course with its donors in the late 1990s.

The analysis of consultations between the MMD government and the main
economic interest groups confirmed that the reform measures met with resist-
ance from most interest associations. When the effects of the economic reform

1. Personal communications, Robinson Sikazwe LO/ZCTU.
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measures started to affect ZCTU’s membership, the trade unions officially with-
drew their support to the MMD government. Business associations were affect-
ed by the rapid liberalisation of the trade regime. Similarly, the process of
agricultural liberalisation created transitional problems for commercial farmers
as well as small-scale producers. After a few years, the initial business support
for the economic reforms waned. However, this chapter has argued that the
opposition from interest groups cannot explain the inconsistent implementation
of the economic reforms witnessed by the MMD government from 1993/94 on-
wards. Due to the weak numerical base of Zambia’s economic interest groups,
and the fact that the economic policies split the organisations and greatly affect-
ed their membership, these organisations did not represent a coherent societal
opposition to MMD’s economic policies. The government went ahead with
trade liberalisation and agricultural liberalisation. The process of privatisation
was slower and the public sector reforms have still not taken place. The slow
and uneven implementation of aspects of the economic reform programme sug-
gests that the MMD government, like its predecessor, lacked autonomy from
powerful vested interests in the state bureaucracy.

The Role of Zambia Industrial and Mining Corporation (ZIMCO)

Arguably, one sectoral interest appeared to be in a better position than most in
terms of curtailing the privatisation process. As illustrated above it was only
after the holding company Zambia Industrial and Mining Corporation (ZIM-
CO) was dissolved in March 1995, after intense donor pressure, that the priva-
tisation process gathered momentum. Evidence suggests that ZIMCO used a
wide variety of tactics to stall the privatisation process, from personal attacks
on the leadership of ZPA, to lobbying various ministers, leaking sensitive infor-
mation to the press and providing illegal retrenchment benefits to selected man-
agers. ZIMCO attempted, and partially succeeded, to slow the process of
privatisation. As argued by a senior manager in Zambia Privatisation Agency:

The main challenge in the whole process of privatisation and the main stumbling block
has been ZIMCO. This is most definite. I joined the company [ZPA] in 1993 and I can
remember hurdle upon hurdle from the ZIMCO head office. We felt we were fighting a
giant. We tried meeting with the ministry of labour, the unions, but all our efforts failed.
The ZIMCO head office was very powerful and they were wound up in the process as they
had their own interests to protect. There were so many unnecessary quarrels. Without
ZIMCO the privatisation would have been carried out much faster.!

Almost from its inception in 1992, a contentious relationship developed
between the newly installed privatisation agency (ZPA) and the state holding
company for the parastatal companies, ZIMCO. Numerous reports indicate
that ZIMCO attempted to block sales of companies under its portfolio (Weekly
Post, May 22-28, 1992).% Furthermore, the conflict between ZIMCO and ZPA

1. Elisabeth Jere, Managing Director, Social Impact Division, ZPA. Lusaka, December 6, 1996.

2. ZPA announced the sale of the first two companies, Autocare and Eagle Travel, on June 8, 1993. Immediately,
a debate unfolded in the press charging ZPA with having sold the companies ‘for a song’, according to ZIMCO
(Zambia Daily Mail, June 8, 1993). Furthermore, breaking the agreement with ZPA, ZIMCO insisted on pay-
ing out benefits and pensions to managers, despite the continued running of the two companies (Zambia Daily
Mail, June 17, 1993).
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was played out in public and from an early date ZPA became discredited in the
press.! The analysis has indicated that the state holding company ZIMCO con-
stituted an interest coalition with great ability to hinder the process of privati-
sation. It was only when ZIMCO was dissolved in 1995, after considerable
pressures from the international donors, that the privatisation process in Zam-
bia gathered momentum. Thus, the privatisation process in Zambia suggests
that interests located within the government structures may have greater incen-
tives, and ability, to stall economic reform processes than independent interest
groups representing labour, agriculture and business.?

A Reform Process without Winners?

Contrary to expectations, in Zambia the influence of interest associations
representing key sectors of the economy declined as a result of the economic re-
forms. In each case, the unions, farmers and business associations had to adjust
to the transition of the regime from state corporatism to a form of pluralism.
Yet, the circumstances around their reduced political influence were unique to
each sector. Chiluba’s trade union background provided the MMD government
with initial support and extensive knowledge of the trade union movement that
enabled MMD to capitalize on the split between private and public sector un-
ions. The fundamental division between industrialists and traders weakened the
potential political influence of the main business association, ZACCI. The prob-
lems of agricultural liberalisation and the dualism of agricultural sector interests
in Zambia rendered the agricultural lobby weak and ineffectual.

The Zambian experience suggests that neither Zambian business, labour nor
agricultural interests could be considered (or indeed, considered themselves) to
be ‘winners’ in the reform process. While some reform measures benefited one
sector as a whole, other measures hurt some sectoral interests and benefited
others. As a result, no sector emerged that could be characterized as constituen-
cy favouring of the economic reform policies. The racial dimension further chal-
lenges the expectation that reform winners could be political constituencies for
the government. Arguably, in Zambia the groups that benefited most from the
reforms implemented were the politically least useful—Asian and white farmers
and business owners who are few in number and historically favoured by the
former colonial policies. But maybe most importantly, in order for economic
interest associations to be able to influence policies as envisioned in the pluralist
notion of ‘winners’ and ‘losers’, the political arena must provide channels where
interests can be aggregated into the competitive political processes. As the next
chapter will illustrate, in the 1990s few viable links were formed between Zam-
bian economic interests and the political party system. As no party offered an
agenda challenging MMD’s economic reforms, the interest groups representing

1. Personal communications, James Mutale, executive director ZPA (1992-1994). Lusaka, October 14, 1996.
The negative press towards the privatisation process in general and more specifically the role of ZPA was par-
ticularly evident in the Zambia Daily Mail which throughout 1992-1993 almost on a daily basis carried arti-
cles which in general associated privatisation with redundancies and, more specifically, questioned the sales
value of the firms put up for privatisation.

2. See Chapter 2 and the discussion of the critique of the dual reform perspective.
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business, labour and agriculture had few channels into the political arena. The
next chapter will show that the political reform process itself weakened the
position of interest groups due to the combined effects of the electoral system,
organisational proliferation and executive dominance.
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Political Liberalisation 1991-2001

The Decline of Interest Group Influence

It is better to be a President of a non-democratic country than
not to be a President of a democratic country!!

The democratic transition in 1991 raised hopes both domestically and abroad
that Zambia would develop into a consolidated democracy. However, this chap-
ter will demonstrate that despite the conducting of multiparty elections in 1991,
1996 and 2001, a multitude of civil associations and a vocal independent press,
the Zambian democracy is far from institutionalised. While the multiparty
system has been maintained, the quality of political governance declined within
a few years after the 1991 political transitions. One of the most remarkable fea-
tures of Zambia’s dual reform experiences is the decline of influence of the main
economic interest groups. This chapter will show that paradoxically, the multi-
party reforms weakened the influence of the main interest groups. As MMD
started to consolidate its political power-base from 1993 onwards it increasingly
disregarded the views of interest groups. Continued executive dominance,
coupled to the organisational proliferation, and a weakly institutionalised party
system, has meant that in Zambia in the 1990s the electoral channel has not
functioned as a credible ‘threat’ to the incumbent government. As a result,
throughout the 1990s the government was able ignore the voices of business,
agriculture and labour within a system of multiparty rule.

The chapter first assesses the main political developments in the two election
periods, 1991-1996 and 1996-2001. Secondly, it analyses the interaction
between Zambian interest groups and political parties in the period 1991-2001.
A concluding section summarises the analysis.

Political Developments 1991-2001

In its 1991 election manifesto MMD committed itself to engage in wide and
broad-based consultations with interest associations. It also promised to create
a new constitution based on the principles of consensus and the active partici-
pation of the Zambian people. Furthermore, MMD promised to de-link the gov-
ernment from the party structures. Promising to work on the principle of
cooperation with all progressive and legally constituted organisations, the
Manifesto stated that:

1. Statement made by one of Chiluba’s political advisor’s prior to the 1996 elections.
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MMD works on the basis of profound democratisation of inter-party relations. The MMD
upholds democratic principles such as electiveness and replaceability, openness and ac-
countability, non-subordination of the minority to the majority, and the right of the mi-
nority to defend its interests publicly if these interests should be threatened. (1991:11)

The First Election Period (1991-1996)

Despite the large electoral majority, MMD was from the beginning a very divid-
ed party as the broad ‘rainbow’ coalition encompassed business interests, aca-
demics, students, trade union representatives and former UNIP politicians. To
establish a coherent party of the wide and dispersed coalition of interests pre-
sented the new party in government with a great challenge. The main factor
uniting the MMD coalition was the quest for change and for carrying out poli-
cies in contradiction to the past practices under UNIP and Kenneth Kaunda. As
argued by one observer, “[t]hose who opposed President Kaunda knew what
they did not want. They were less certain about what they did want” (McPher-
son 1995:20). As a result, adherence to the electoral promises was complicated
by a number of factors. MMD and President Chiluba had committed themselves
to a leaner state apparatus and a smaller cabinet. However, the new President
was under popular obligation to accommodate those who had been elected to
the MMD executive who had acted as a shadow cabinet during the election
campaign. Furthermore, it was necessary to accommodate all the main interests
within MMD and at the same time reward the financiers of the electoral cam-
paign. Instead of reducing the Cabinet, it was increased from 23 members under
UNIP to 25 in addition to 23 deputy ministers and ministers at the provincial
levels. The new MMD government from a very early beginning became associ-
ated with political practices of the Second Republic. Throughout the transition
process, UNIP politicians had left the old party with varying degrees of grace as
the political tides began to turn. Commenting on the transition process and the
forming of the first government, Bratton argues that:

[D]uring the selection of parliamentary candidates, the MMD headquarters often pushed
local preferences aside, creating an unfortunate precedence of arbitrary, patrimonial
decision-making. Top MMD officers grabbed safe seats in the Copperbelt Province, and
regional MMD bosses allegedly bought party cards en masse to boost their own local fol-
lowings. (1994:118)

Reflecting both the wide and dispersed support-base of the MMD and, at the
same time, the new government’s lack of institutional ties to the bureaucratic
structures, the MMD government initially functioned as a broad and loosely
structured coalition that allowed each ministry a great deal of autonomy. The
first Cabinet was characterised as a technocracy, or a team of ministers commit-
ted to ‘getting the job done’.! However, starting with the ministerial reshuffles

1. Personal communications, Aka Lewanika, Lusaka, June 1, 1995 and September 17, 1996. The emphasis on
personal qualifications over political experience was also illustrated by the choice of ministers for the first
Cabinet. The Ministries of Finance and Commerce were given to private businessmen, Emmaunel Kasonde and
Ronald Penza, the first Minister of Health was a medical doctor, Boniface Kavimbe, and the Minister of
Agriculture was a large commercial farmer, Guy Scott.
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in the spring of 1993, a number of changes could be observed. According to the
first Minister of Agriculture, who at this stage was dismissed from the Cabinet:

The 1991 government was really a technocracy. Previous Permanent Secretaries were now
appointed as ministers ... we were all experts in our fields. This all changed in 1993 when
Chiluba set out to consolidate his power base and get rid of challenges. He [President
Chiluba] then abandoned the idea of the various ministries being in control of things and
abandoned the idea of ministerial management teams.’

The Imposition of a State of Emergency (1993)

The previous chapter argued that the government’s honeymoon from open crit-
icism voiced by economic interest associations was sustained until late 1993.
The political strains of keeping the loosely structured coalition government
together, however, began to make themselves felt in the spring of 1993. Increas-
ingly, factionalism within the MMD party unfolded. The political period of
grace from its political opposition and the national and international press came
to an end with the decision to reinstate state of emergency laws on March 4,
1993. This decision followed the discovery in February 1993 of a plan by some
members of the former ruling party (UNIP) to topple the government.? President
Kaunda had maintained a state of emergency throughout his rule and its re-
moval constituted one of the main political topics during MMD’s 1991 electoral
campaign. The re-implementation of this unpopular legislation, in the face of
threats of UNIP resurgence, was opposed by both MMD and opposition Mem-
bers of Parliament. In addition, the decision provoked sharp criticisms from the
international press and the international donor community.® The state of emer-
gency was proposed to last for three months but was lifted after nine weeks,
under pressure from the international donor community (see discussion in
Chapter 6). Considering the short duration of this policy measure, the most crit-
ical aspect of the short spell of state of emergency law was the manner in which
the law was implemented. Reminiscent of political practices of the Second
Republic, MMD used its parliamentary majority to push through this contro-
versial piece of legislation, including verbal threats to MMD back-benchers rais-
ing critical remarks during the parliamentary debates.*

Power Consolidation and Emerging Executive Dominance

The conflicts deepened further in April 1993. At this time, a major ministerial
reshuffle resulted in the departure of several of the ‘key reform ministers’ from
the MMD Cabinet. Among the dismissed were the Minister of Finance,

1. Personal interview, Guy Scott. Lusaka, September 13, 1996.

2. The document, named “The Zero Option Plan”, aimed at making Zambia ungovernable through acts of civil
disobedience. This discovery, together with what President Chiluba referred to as a grave political and crime
situation in the country, were the major reasons cited for the re-invocation of the state of emergency laws. 26
opposition members with a basis in UNIP were detained. Those arrested included the son of Kenneth Kaunda.

3. Official Verbatim Report of the Parliamentary Debates of the Second Session of the 7th National Assembly
(15 January to 18 March 1993). The Parliament debated the State of Emergency 10-11th March. See also
Africa Confidential: “Zambia: The Model Democracy Loses Its Shine”, Vol. 34, No. 10, (May) 1993. On the
reactions from the international donor community, see Chapter 6.

4. The State of Emergency was ratified in Parliament with 114 against 23 votes.
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Emmanuel Kasonde, the Minister of Agriculture, Guy Scott, the Minister of
Mines, Humphrey Mulemba, and the Minister of Education, Arthur Wina. The
reshuffles brought to public attention that MMD was a deeply divided party. In-
creasingly, the political conflicts became reported in the local press as a struggle
for control of the party between the new politicians entering the political arena
in 1991 with a background in business or academia and the so-called ‘seasoned
veterans’ who had political experience from the Second Republic.! Again remi-
niscent of political practices of the one-party era, Chiluba refused to explain to
the public why these ministers were dismissed. Both the political handling of the
declaration of the state of emergency and the cabinet reshuffles reflected that the
MMD government did not see the need to engage in political coalition-building
or to enter into public debates to explain its policies.

The April 1993 ministerial reshuffles were followed by the establishment of
a new party, the National Party (NP). The NP was led by a number of the found-
ing members of MMD who by now had either resigned from the MMD govern-
ment (Aka Lewanika and Baldwin Nkumbula) or been dismissed (Humphrey
Mulemba, Arthur Wina and Emmanuel Kasonde). The establishment of the NP
created a new channel for the opposition and was followed by a series of defec-
tions from MMD. By November, the number of resignations of MMD elected
Members of Parliament had reached 11, and the government announced that
these seats were to be contested in by-elections. MMD took these elections very
seriously and both the President and the vice-President toured all the contested
constituencies. Again paralleling the political practices of the Second Republic,
the November 1993 by-elections were characterised by a focus on ethnicity rath-
er than policy. Furthermore, a notable facet of the ruling party’s campaign was
the commandeering of vehicles from the by now cash-starved parastatal compa-
nies. MMD had condemned UNIP for such practices throughout the 1991 par-
liamentary and presidential election campaign. However, answering the
criticism raised by the independent press about MMD continuing this practice of
the Second Republic, the deputy secretary of MMD argued that: “To demand
that there must be a line between government and the party is academic. You will
not find it anywhere else” (The Weekly Post, November 12, 1993). The National
Party won four out of the eight contested seats.> By the end of November, four
other prominent ‘founding members’ of MMD had resigned from government.

The 1993 by-elections for the first time signalled that the MMD government
was regressing from its democratic agenda and reverting to policy patterns
established during the one-party era. With former UNIP politicians gaining
more prominent positions in the Cabinet, patterns of one-party dominance be-
came evident. By late 1993, the initial tolerance of difference of opinion within
the Cabinet was largely gone (EIU Country Report, 4th Quarter 1993; Nord-
lund 1996:132). During its election campaign, MMD had promised to run a
corruption-free and transparent government. However, already in 1992 two

1. “Why the MMD cracks widened into a split”, The Weekly Post, August 13-19 1993.

2. Most attention was given to the Matole province, where Emmanuel Kasonde was fighting to retain his seat
under the NP banner. According to Africa Confidential, Kasonde lost his by-election bid in a contest marked
by ethnic slurs and probable fraud: “Zambia: Defeat and Defections”, Vol. 34, No. 25, (December 17), 1993.
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ministers, Nkumbula and Lewanika, resigned from government citing frustra-
tion with the increasing levels of corruption within government as the main rea-
son for their resignations.! From late 1993 onwards the reporting in the
independent press increasingly focused on the issue of corruption.

In the summer of 1994, the ‘generational power struggle’ within MMD be-
came a public issue when a team of young politicians within MMD launched a
campaign to remove the UNIP veterans from the MMD leadership. Referring to
their group as either ‘the Young Turks’ or ‘the Progressives’, a group of MMD
Cabinet members and MPs presented a ‘Vision Statement’ aiming to move the
party back onto its initial democratic path and further, to recreate an atmos-
phere of tolerance of criticism and difference of opinion (Times of Zambia, July
20, 1994). The reactions from the so-called ‘old guard’ paralleled the handling
of political dissent in the Second Republic. Claiming that the “Young Turks’
were not true Zambians and that the issues raised were tribal rather than
national, senior MMD Cabinet members, many with a long-standing political
background in UNIP, invariably dismissed the dissenters as irresponsible and
disgusting (Times of Zambia, July 21 and July 22, 1994). The conflict within
MMD between ‘the young guard and the old’ appeared settled in favour of the
latter when Chiluba in March 1995 publicly attacked discontented younger pol-
iticians for seeing older politicians as a mere obstacle to their own political am-
bitions (EIU Country Report, 2nd Quarter 1995:7). The President then issued
a directive banning members of the MMD National Executive Committee from
holding meetings without permission from the party secretariat and dismissed
two deputy ministers identified with the “Young Turks’ group, Derrick Chitala
and Dean Mung’omba, from the Cabinet.

The Return of Kenneth Kaunda

The internal conflicts within MMD displayed by the 1994 events illustrated the
lack of party discipline in MMD. Perhaps indicating the weakly institutionalised
parties in Zambia more generally, similar events unfolded within UNIP. In Sep-
tember 1994, Kenneth Kaunda let his intentions to return to national politics be
publicly known (Times of Zambia, September 12, 1994). Kaunda made it clear
that he wanted to return to the leadership of UNIP. Kaunda’s return to politics
divided the UNIP party between those who wanted the party to go back to the
days of Kaunda and the ‘modernisers’ who wanted to develop an alternative
economic programme and a new style of democracy under its present leadership
of Kebby Musokotwane. Despite obvious disregard for democratic practices, at
an extraordinary UNIP Congress in February 1995, Kebby Musokotwane lost
by a clear margin to Kenneth Kaunda.? The return of Kenneth Kaunda seemed

1. Upon resigning from his Cabinet position, Baldwin Nkumbula called for an extraordinary MMD convention
to discuss remedy measures against the growing corruption within the party (The Weekly Post, July 17-23,
1992).

2. According to the New African, when fist fights broke out between rival factions at the UNIP headquarters,
paramilitary police had to disperse the crowds in what the ‘modernising wing of UNIP’ referred to as a well
rehearsed act by Kaunda to claim back the party leadership (April, 1995:31. See also EIU Country Report, 1st
Quarter, 1995).
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to revitalise the former ruling party. In the 1995 by-elections UNIP won seats in
former ‘MMD territory’.!

By 1995, a number of incidents indicated that the political leadership of
MMD had placed consolidation of political power at the centre of their political
concerns. With the exit of reformers from the Cabinet, ethnic conflicts became
more apparent and ministerial appointments to an increasing degree reflected
President Chiluba’s Bemba background (Simutanyi 1997; Bratton and Posner
1999). With Kenneth Kaunda’s return, the politics of personal vendetta also re-
appeared (EIU Country Report, 2nd and 3rd Quarter 1995). Throughout 1995
and 1996, harassment of critical voices within the party and the independent
press, as well as increasing checks on the freedom of civil society associations,
dominated the national political arena. However, the issue that brought the ac-
tual political liberalisation process into question was the handling of the consti-
tutional amendment process.

Power Consolidation through Constitutional Amendments

One of MMD’s central promises during the 1991 election campaign was to re-
write the constitution to offer stronger protection of civil liberties and ensure the
de-linkage of the party and the government. However, the process of constitu-
tional reform did not commence until late 1993 when a 24-member review com-
mission (The Mwanakatwe Commission) was appointed to collect views from
the general public and propose a draft constitution (GRZ 1995b). The commis-
sion released its report in June 1995 and the government responded to the report
with a Government White Paper that upheld many of the commission’s propos-
als (GRZ 1995a). Among several contentious provisions contained in the com-
mission report, and accepted in the White Paper, was a clause requiring both
parents of any presidential candidate to be Zambians by birth. This provision
effectively disqualified former President Kenneth Kaunda, whose parents were
born in Malawi, from contesting the 1996 elections. This clause, while support-
ed by many petitioners to the Mwanakatwe commission, was widely interpreted
as an attempt by MMD to remove its most powerful potential opponent from
the 1996 elections.? The Constitutional Review Commission’s recommendation
to adopt the constitution in a national referendum was, however, ignored. The
government preferred instead to proceed with the immediate adoption of the
constitution by the MMD controlled parliament. This decision provoked a
fierce public debate involving opposition parties, civil society groups and repre-
sentatives of the donor community. Arguably, the adoption of the constitution

1. 14 by-elections were held between August 29 and October 10, following defections from the various parties
and deaths of several Members of Parliament. MMD won 7 seats, UNIP 3. Between 1991 and 1996 48 by-
elections took place in Zambia. 8 parties contested these elections, but only MMD, UNIP and NP succeeded
in winning seats. Voter turnout was generally low, around 20 per cent (Foundation for Democratic Process
(FODEP): By-election reports 1992-1996; Polhemus 1997; Simutanyi 1997).

2. Another provision requiring that traditional chiefs abdicate their positions before being eligible for elected
political office was similarly interpreted as an effort to disqualify UNIP’s vice-presidential candidate, Senior
Chief Inyambo Yeta. Further evidence that barring UNIP and Kenneth Kaunda and UNIP’s candidacy was the
real purpose of the clause is supported by the chants “We’ve defeated Kaunda” by MMD Members of Parlia-
ment following the adoption of the constitution. The Post, May 16, 1996.
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provoked such controversy due to the issues at stake. Kaunda’s return to the
UNIP presidency was perceived as a real threat to MMD’s continued rule. UNIP
was the only party in Zambia with a largely intact grass root administrative
structure. Through ownership of profitable local companies, the party was also
in a position to carry out a nation-wide election campaign. The ratification of
the constitution by the MMD-dominated parliament blocked Kaunda’s candi-
dacy and effectively eliminated UNIP’s realistic chance of competing with the
MMD in the 1996 elections (Bratton and Posner 1999). Despite the efforts and
protests by non-governmental organisations, political opposition parties and the
international community, the government went ahead and adopted the constitu-
tion in parliament. After a heated debate, the Parliament passed the Constitu-
tional Amendment Bill on May 21, 1996. On May 28, the President signed the
bill into law. Protest rallies against the constitution and threats by the major op-
position parties to boycott the 1996 elections were followed by a series of bomb
attacks in Lusaka and in the Copperbelt. Eight UNIP leaders, including the vice-
presidential candidate, were detained and charged with treason and the murder
of a policeman who had been killed during the bombings.

The 1996 Elections

The revision of the voters’ registry was a second controversial issue in the
months leading up to the 1996 general elections. Following months of delay and
a tender procedure fraught with irregularities, the government awarded the con-
tract to an Israeli-based firm (Nikuv Computers) in December 1995. Three
months later, the exercise concluded with only 2.3 million registrations out of
an estimated voting population of 4.6 million. By June 1996, a number of major
NGOs, opposition parties, and the independent press, joined by the internation-
al donor community, were ready to conclude that the process of political liber-
alisation begun in 1991 had been abandoned. Following a heated discussion on
the timing of the elections, the government on October 14 announced that par-
liamentary and presidential elections would be held on November 18. Four days
later, UNIP and six smaller opposition parties declared that they would boycott
both the presidential and parliamentary elections, citing the government’s mis-
management of the voter registration process as their main reason. UNIP also
announced that it would campaign to encourage citizens not to participate in the
1996 elections.

Despite the boycott, MMD still faced challenges from five opposition par-
ties. MMD?’s election campaign was similar to the one conducted by UNIP and
Kenneth Kaunda in 1991. MMD candidates enjoyed the use of government
vehicles. Furthermore, fertiliser, maize and development funds were distributed
to attract supporters in the rural constituencies (The Monitor 1996; Baylies and
Szeftel 1997; SAPEM, October 1996:5). In a pre-election bid, the Cabinet
announced that 9,000 government houses would be sold to sitting tenants (Times
of Zambia, April 17,1996). Reminiscent of the 1991 elections, the Foundation
for Democratic Process (FODEP) found: “Glaring disparities in the allocation
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Table 5.1: Parliamentary election results 1996

Party Candidates No of seats
MMD 150 131
Independents 99 10
NP 83 5
ZDC 141 2
AZ 1 2
NLP 83 0
UNIP* 2 0
Others 9 0
Total 594 150

* UNIP as a party boycotted the parliamentary elections; two UNIP candidates neverthe-
less ran on the UNIP label.

Sources: 1991/1996: Krennerich (1999), Gould 2002: 312, 2001; http://www.elec-
tions.org.zm/p-cand/par-candidates.html.

Table 5.2: Presidential election results 1996

Candidate Total no. of votes Percentage vote
Frederick Chiluba (MMD 913,770 72.6
Dean Mung’omba (ZDC) 160,439 12.7
Humprey Mulemba (NP) 83,875 6.7
Akashambatwa Mbikusita-Lewanika (AZ) 59,250 4.7
Chama Chakomboka (MDP) 41,471 3.3

Sources: Krennerich (1999)

of air-time and space among the main contenders in the election”.! The inde-
pendently owned newspapers, which published critical articles and editorials on
the way the election exercise was carried out, were increasingly exposed to har-
assment by MMD supporters and the police.?

The election day itself proceeded peacefully. Challenged by four other pres-
idential candidates, Chiluba won his re-election in another landslide victory
with 73 per cent of the vote. In the parliamentary elections, MMD captured 131
of 150 the parliamentary seats. Zambia Democratic Congress (ZDC) won 14
per cent of the vote but only managed to secure two seats. The National Party
(NP) and the Agenda for Zambia (AZ) captured five and two seats respectively.
Independent candidates won 10 constituencies. The 1996 election results were
clear. Judged by their outcome, the 1996 Zambian election was a triumph for
the ruling party MMD, and President Chiluba wasted no time before he de-
clared the election result an endorsement of MMD’s political and economic

1. “How Some Monitors Arrived at ‘Not a Free and Fair’ Verdict”, The Monitor, November 29-December 5,
1996.

2. Human Rights Watch/Africa Report claims that The Post was the target of twenty acts of harassment by the
government or its supporters between January 1994 and October 1996. “Zambia: Elections and Human
Rights in the Third Republic”, December 1996:23-24.
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record (The Post, November 21, 1996). However, as evidence of democratic
consolidation, the elections were deficient. The flaws related in particular to the
process leading up to the 1996 elections including harassment of the press,
NGOs, and interest groups and culminated with the adoption of the constitu-
tional amendments. Immediately after the 1996 elections, disquiet among mon-
itoring groups and opposition parties was voiced. The complaints focused on
the conduct of the elections, the electoral campaign and the legal-constitutional
structures and mechanisms under which they were held. It was particularly the
last issue that led most local monitoring groups to arrive at the conclusion that
the elections had not been free and fair (The Monitor/FODEP 1996). Yet, de-
spite the boycott and the electoral funds at MMD’s disposal, observers argued
that, overall, the elections in 1996 served as an indication of MMD?’s ability to
convince voters that it should be given another five year term.!

Political Developments in the Second Chiluba Administration (1996-2001)

Necessitated by the substantial cuts in donor support, the re-elected MMD
government began a process of regaining democratic credibility in early 1997.
One of the first important moves was to discard the drafted media bill that re-
quired all media institutions to be registered with the state. Second, a number of
semi-autonomous institutions of restraint were created. These included transfer-
ring the conduct of election administration from the Office of the vice-President
to an independent Electoral Commission of Zambia (1996), the delinking of the
Anti-Corruption Commission (ACC) from the presidency, and the creation of a
permanent Human Rights Commission (1997). In addition, presidential
appointment to the Drug Enforcement Commission required parliamentary
approval from 1997.

The main institutional reforms aimed at strengthening democratic account-
ability in the post-1996 election period were pushed by the international donor
community. The domestic political agenda was, however, characterised by ver-
bal attacks against individuals and a complete lack of trust between the govern-
ment, the opposition parties, media, and the NGO community. The 1996
election results were not accepted as legitimate by the Zambian opposition. In
1997 the opposition parties grouped under the National Patriotic Coalition
(NPC). Encouraged by the international donor community, as most main bilat-
eral donors had made a dialogue between the government and the opposition a
condition for aid resumption, the government and the NPC started a process of
dialogue. But meetings organised by the International Institute for Democracy
and Electoral Assistance (IDEA) in Stockholm with representatives from all the
major opposition parties and the MMD were not successful as there was no
agreement on the terms of negotiation. The NPC proposals included the repeal

1. Based on a national probability sample survey of 1,182 Zambian adults conducted immediately after the
November 18-elections, a team of researchers from Michigan State University and the Institute of African
Studies (UNZA) concluded that most Zambian citizens endorsed the integrity of the 1996 elections. The 1996
post-election survey found that 43.2 per cent of Zambians assessed the overall performance of the MMD gov-
ernment as good or very good, whereas only 21.7 per cent saw it as poor or very poor (Bratton et al. 1997).
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of the 1996 constitution, nullifying the 1996 elections and setting up an interim
government leading to the establishment of a constitutional assembly to draft a
new constitution and preparing new elections (Times of Zambia, June 27,
1997). None of the suggestions from IDEA, including proposals for a bill of
rights, were taken up by the opposition coalition. The government, in turn, re-
fused to discuss the proposals put forth by the opposition (Times of Zambia,
June 30, 1997).

Despite having secured a second term in office through a comfortable elec-
toral majority, President Chiluba and the government displayed an increasingly
more uncompromising attitude towards the opposition from 1997 onwards.
Political opponents, journalists, and non-governmental organisations were fre-
quently raided by the police. The government also used economic means to si-
lence the opposition.! According to Zambian media analysts, in the post-1996
election period the investigative reporting of the independent media declined
due to self-censorship caused by economic threats from the MMD government
through tax-harassment and the increasing costs of libel suits.> In August 1997,
the political tensions between the government and the opposition intensified
when the police opened fire on Kenneth Kaunda and Roger Chongwe at a
political rally organised by the opposition in Kabwe.

The 1997 Coup d’Etat Attempt

October 28, 1997 Chiluba survived a coup attempt by two junior officers.
Despite the fact that the Zambian police gained control of the radio station and
arrested the soldiers after three hours, Chiluba declared a state of emergency.
The MMD government immediately linked the coup to vague pronouncements
by Kenneth Kaunda weeks before that an uprising was imminent. 17 high-pro-
file members of the opposition were arrested, including ZDC’s leader Dean
Mung’obma. On December 25, Kenneth Kaunda was placed under house arrest
for alleged participation in the October coup. The political tension continued in
1998 as the state of emergency was extended for another three months. In Feb-
ruary 1998 the alleged coup plotters—including Mung’omba—were formally
charged with treason. The government finally lifted the state of emergency laws
in March 1998. June 1, Kenneth Kaunda was released from detention on con-
dition that he retired from national politics and he immediately announced his
intention to retire as President of UNIP. Dean Mung’omba and Nakatindi Wina
were released shortly after when Chief Justice Japhet Banda ruled that their trial
had been unreasonably delayed.

In late 1998, the political climate in Zambia appeared to have settled and
opposition parties began to focus on the upcoming 2001 elections rather than
the flawed 1996 elections. Shortly before the December 1998 local government

1. As an example, the Foundation for Democratic Process’s (FODEP) critical report on the 1996 elections
prompted the Zambia Revenue Authorities to withdraw its tax-exempt status and submit a substantial back-
dated tax bill and to confiscate FODEP assets. AFRONET Communiqué May 1997. (http://www.afronet.
org.za); Barraclough 1998.

2. Personal communications, M. Phiri, Zambia Independent Media Association. Lusaka, October 17, 2000.
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elections the United Party for National Development (UPND) was formed.
Under the leadership of Anderson Mazoka, a former director of Anglo-Ameri-
can Corporation, UPND gained 28 seats in the 1998 local government elections.
In 1999, the Zambia Alliance for Progress (ZAP) was established, representing
a novelty in contemporary Zambian politics as for the first time, an attempt was
made to form a coalition. ZAP’s success was limited, however. In order to join
the ZAP-alliance, the parties had to resign their parliamentary seats. In the Sep-
tember 2000 by-elections Zambia Democratic Congress’s (ZDC) seats were lost
to MMD, and two opposition parties who had opted #ot to join the alliance,
UNIP and UPND. Arguably, ZDC experiences served as a warning to other par-
ties and before the 2001 elections.

The Third Term Debate

Despite Chiluba’s public statements on at least six occasions indicating that he
would step down at the end of his second term as required by the 1996 consti-
tutional amendments, by late 1999 it was clear to most observers that he now
harboured different thoughts. While Chiluba never officially stated that he in-
tended to stand for a third term his actions indicated that he would very much
like to. Public speculations about Chiluba’s intentions increased when Chiluba
in early 2000 refused to name a successor and warned his cabinet members
about stating presidential ambitions, allegedly to prevent open conflict within
MMD (Burnell 2003:5). After a series of MMD by-election victories in Septem-
ber 2000 the third term campaign intensified. By January 2001 a campaign was
under way to secure the removal of the two-term limit from the constitution and
from MMD’s own articles regarding the presidency of the party. According to
MMD, a referendum would offer the Zambian public a chance to decide
whether Chiluba should be granted another term in office to finish the develop-
ment projects he had initiated in 1991. While never official stating so, Chiluba
appeared to support the campaign that was given ample financial support. As a
further indication of the president’s intentions, in the February 2001 cabinet re-
shuffles he removed several ministers known to oppose his third term bid.

The budget presented to Parliament in January 2001 set aside US$ 400 mil-
lion for the establishment of 72 positions as District Administrators (DAs). The
official reason given for the establishment of the new local government structure
was to improve service delivery in the rural areas. But while the DAs were con-
sidered civil servants, they were provided with vehicles and offices outside the
formal local government structures. Placed in control of the crucial Constitu-
ency Development Funds that provide much of the small-scale finance for gov-
ernment projects, the district administrators’ privileges sharply contrasted with
the working conditions of local government councillors. The district administra-
tors were personally appointed by Chiluba and were structured to report direct-
ly to the Presidential Office. Just like the position of District Governors
introduced by UNIP during the one-party era and scrapped by MMD in 1991,
the District Administrators represented a politicisation of the civil service.
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Despite considerable and growing opposition inside and outside the party, at
a controversial party convention in April 2002, MMD voted to nominate Chi-
luba for a third term as president of the MMD party. Most observers assumed
that this would pave the way for MMD’s attempt to alter the 1996 Zambian
constitution. Shortly after, the vice-President Christon Tembo and eight other
cabinet dissenters were expelled from MMD for opposing the third term cam-
paign. Some months later (August) a Tribunal found MMD’s Minister of Home
Affairs and the Minister of Works and Supply guilty of corruption as K 2 billion
was diverted from district road funds to fund the MMD convention. In a paral-
lel process, one third of the Members of Parliament, including 50 MMD MPs,
delivered the Parliamentary Speaker notice of a motion to impeach the Presi-
dent. But, the motion was dismissed by the Speaker who argued that the issue
could only be solved once the expulsion of the MMD Cabinet members and
MPs from parliament had been finalised.

The attempt by President Chiluba and the MMD to gain yet another term in
office was met with a massive, and well co-ordinated, response from the Zam-
bian public. In February 2001 a coalition of civic organisations, including the
Law Association, the Zambia Episcopal Conference and the Non-Governmental
Organisation Co-ordination committee adopted the Oasis Declaration opposing
the third term bid. Between February and early May 2001, a number of public
demonstrations and debates took place indicating that the Zambian civil society
exhibited a degree of strength, national reach and organisational capacity.
When President Chiluba on May 5 announced to the public on Zambian Public
TV that he had no intention of running as MMD’s presidential candidate, the
third term debate effectively ended. But the third term issue drained the Zam-
bian state of considerable resources, split the ruling party, and suggested to the
Zambian public and international observers that the ruling party’s regard for
the democratic process was, at best, shallow. As argued by Burnell (2002:1111),
ensuring that a highly controversial issue was thrust into public debate, the
opposition (and MMD) was distracted from an early and concerted programme
of electoral registration. Further, by focusing on Chiluba personally, the oppo-
sition was diverted from targeting MMD’s poor socio-economic performance
(Ibid.).

The MMD’s choice of Levy Patrick Mwanawasa as presidential candidate in
August 2001 accentuated division in the MMD party and led to widespread
speculations that Chiluba had hand-picked his successor whom he could manip-
ulate. According to MMD’s statutes, Mwanawasa should have been elected at
the party’s National Convention and not by the National Executive Committee,
as was the case. The election of Mwanawasa as the presidential candidate result-
ed in the exit of MMD’s influential National Secretary Michael Sata who had
been in the forefront of Chiluba’s “third-term” campaign from its inception.!

1. After resigning from the party that did not give him a chance to run for the presidency or vice-President Sata
claimed that he had never supported Chiluba’s ‘third-term’ bid, but had merely been defending the government
and party position and he “was merely doing his job as the party’s chief executive”. The Post, October 15,
2001.
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Shortly after leaving the MMD Sata announced that he was going to run for the
presidency under the newly formed party, the Patriotic Front (PF).

The 2001 Presidential, Parliamentary and Local Government Elections

In the December 27, 2001 elections the voters had a choice between 11 presi-
dential candidates and in several constituencies almost as many parliamentary
candidates to choose from. The elections resulted in a fragmented but better-
balanced parliament than in the two previous elections. MMD kept the presi-
dency, but Levy Mwanawasa’s mandate was exceedingly weak. Patrick Levy
Mwanawasa of MMD was sworn in as Zambia’s new president on January 2,
2002, after the most closely contested elections witnessed in the country.
According to the results published by the Electoral Commission of Zambia
(ECZ) Mwanawasa beat his main rival, Anderson Mazoka of United Party for
National Development (UPND) by just under 34,000 votes, or by 1.9 per cent
of the votes cast. Only 19.5 per cent of the registered voters voted for Mwana-
wasa, or approximately 10 per cent of those eligible to vote. 71.3 per cent of the
votes cast were in favour of the other ten candidates, leaving Mwanawasa with
the weakest electoral mandate for any previous president with 29 per cent of the
total vote. The presidential contest was a three-way race between Movement for
Multiparty Democracy (MMD), United Party for National Development
(UPND) and Forum for Democracy and Development (FDD). The parliamenta-
ry elections reduced the MMD dominance as after the 2001 elections MMD
controlled approximately 50 per cent of the seats (including the 8 seats selected
by the presidency) whereas after the 1996 elections MMD controlled 87 per cent
of the seats. The turnout of 67 per cent of the registered voters was higher than
expected, given that the vote took place during the rainy season and that polling
day was not declared a public holiday.

However, local and international election reports accused the government of
failing to honour the promise to create a level playing-field for the elections. Fur-
thermore, the voter registration level of only 55 per cent of the people eligible
to vote was characterised as too low, creating the suspicion that potential voters
had been deterred from registering. As the election campaign got under way, the
District Administrators intervened in the electoral process to the advantage of
the MMD by campaigning for the MMD candidates in the district. The DAs
continued to be active campaigners for MMD despite a High Court ruling of
December 4, 2001 declaring that, as civil servants, they were not permitted to
engage in political activity. In addition, the international election reports con-
cluded that the state media had been campaigning for the MMD.

Based on the electoral preparations, actual conduct and post-election han-
dling FODEP, Afronet, Coalition 2001, the Carter Centre and the EU election
monitoring team all concluded that the results should be questioned (Monitor
December 15-21, 2001; Mulwanda 2002). Both the local and international
observer teams concluded that in view of the administrative failures in the pre-
election period; the biased electoral playing-field; serious flaws in the counting
and tabulation procedures, together with the close outcome of the elections, they
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Table 5.3: Parliamentary election results, 2001

Party Candidates No of seats
MMD 150 69
UPND 149 49
UNIP 144 13
FDD 146 12
HP 114 4
ZRP 138 1
PF 103 1
ZAP 17 0
AZ 16 0
NLD 17 0
SDP 7 0
Independents 84 1
Total 1085 150

Source: 2001: Electoral Commission of Zambia: http://www.elections.org.zm/results

Table 5.4: Presidential election results 2001

Candidate Total no. of votes Percentage vote
Levy Mwanawasa (MMD 506,694 29.2
Anderson Mazoka (UPND) 472,697 27.2
Christon Tembo (FDD) 228,861 13.2
Tilyenji Kaunda (UNIP) 175,898 10.2
Godfrey Miyanda (HP) 140,678 8.1
Benjamin Y. Mwila (ZRP) 85,472 4.9
Micahel Sata (PF) 59,172 3.2
Nevers S. Mumba (NCC 38,860 2.2
Yobert Shamapande (NLD) 9,481 0.6
Gwendoline C. Konnie (SDP) 10,253 0.6
Inonge Mbikusita-Lewanika (AZ) 9,882 0.5

Source: 2001: Electoral Commission of Zambia: http://www.elections.org.zm/results

could not be confident that the declared results represented the wishes of the
Zambian electors (Meadowcroft 2002; EUEU 2002). Similar to the post-elec-
tion period in 1996/97, by mid-2002 courts started hearings in a lawsuit
brought by three of the losing presidential candidates in the 2001 election. The
contestants claimed that the court should annul the election due to irregularities
prior to the election as well as in the conduct of the elections themselves. In
addition, a total of 40 losing parliamentary candidates filed petitions challeng-
ing the results of the elections. Whether or not their claims are accepted by the
court, the case illustrates the same lack of trust in the electoral process amongst
the opposition parties in 2001 as in 1996.!

1. UN Integrated Regional Information Networks, February 5, 2002. (http:/alllafrica.com/stories/printable/
200202050147.html)
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Political Liberalisation and the Decline of Interest Groups

In 1991, Zambia re-implemented multiparty democracy. Since then, Zambia has
arranged three multiparty contests and therefore seems ‘on track’ for demo-
cratic consolidation. However—from a promising start in 1991—Zambia did
not progress in this way. Despite the adherence to a multiparty constitution,
local and international observers argue that Zambia’s democratisation process
stagnated mid-way through Chiluba’s first election period. What can explain
why MMD maintained power through the 1990s, despite a dismal record in
terms of economic governance and human rights? When by 1993/94 the major
economic interest associations, human rights associations and churches stated
that they had lost faith in MMD, why did not other parties emerge that could
benefit from the societal discontent this displayed? The 2001 electoral outcome
clearly indicated that the Zambian population wanted change as 71 per cent of
the electorate cast their vote for an opposition candidate/party.

Chapter 4 argued that the effects of the economic reforms split some interest
associations and that reduced membership as a result of economic decline
further marginalised these associations’ influence. In the next section, it will be-
come evident that the process of political liberalisation further weakened the
position of interest groups due to the combined effects of organisational pro-
liferation, the weakly institutionalised party system, and growing executive
dominance witnessed in Zambia’s Third Republic.

Organisational Proliferation
The Weakening Voice of Business

From 1995 onwards, the position of business towards the MMD government
changed quite markedly. The controversy surrounding the government’s abor-
tive and costly attempt to bail out the Meridian Bank BIAO in the spring of
1995 was the one issue cited by business representatives in which they started
to doubt the commitment of the MMD government to economic reforms. Apart
from the economic repercussions and the set-back to the economic reform pro-
gramme caused by the government bail-out, the political aspects of the govern-
ment’s handling of the ‘Meridian Bank Saga’ was possibly more damaging.
From business and other sources it was alleged that senior government officials
may have benefited from the bank’s demise (Mail and Guardian, July 21-28,
1995; Profit, June 1995). Suspicion of ‘political logic’ having guided the Merid-
ian decision was expressed by most members of the business community. In an
editorial article in the monthly magazine Profit, a very direct and damaging cri-
tique of the government’s lack of transparency and accountability was presented
(Profit, December 1995). This unusually harsh critique was followed up by
ZACCPs condemnation of the government’s handling of the constitutional
amendment process. The government’s lack of interest in consulting with the
business associations as the 1996 elections approached was indicated by
MMD’s refusal to take part in a ZACCI-organised forum where the government
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and opposition parties were invited to present their economic agendas.! Follow-
ing the criticism voiced by business, the government stopped calling the formal
meetings between business and government. In the period 1996-2001 meetings
became sporadic, and increasingly business representatives were met by junior
ministers when they called on government.?

The Decline of Labour

As indicated by the discussion above (part one) in the period leading up to the
1996 elections, the political agenda in Zambia was captured by electoral and
civic education NGOs and the political opposition parties. The issues concern-
ing the constitutional amendment process and the voter registry overshadowed
most economic issues. In the period 1996-2001, this situation was largely main-
tained due to the large number of NGOs established in the 1990s, and these
associations’ organisational and financial strength vis-a-vis the interest associa-
tions representing business, and labour.? Illustrating the way organisational pro-
liferation marginalised labour, the trade union movement sided with the
opposition in calling for the 1996 constitution to be adopted by a constitutional
council (Times of Zambia, October 15, 1995). However, the stand of the trade
unions received little media attention. According to Simutanyi:

Given the adoption of the multiparty system in the country, the political role of the trade
unions has declined. The role that used to be played by trade unions during the Second
Republic is now being carried out by political opposition parties that are now taking on
the state on a number of policies and interest groups have reverted to their roles as political
pressure groups. (1995:210)

In addition, political pluralism also opened up for trade union proliferation and
the break-up of the strong union federation established in 1971. The provision
of ‘one industry one union’ was observed in the 1993, that replaced the 1990,
Industrial Relations Act.* However, the clause forbidding the forming of more
than one union federation came into conflict with the new Zambian Constitu-
tion guaranteeing freedom of association as well as the government’s decision in
1996 to ratify the International Labour Organisation’s (ILO) conventions 87
and 98 allowing for multiple trade union centres. ZCTU perceived the lifting of
the ‘one industry one union clause’ in the new labour relations act from 1997 as
being implemented in bad faith to weaken the trade union movement (Banda
1997). Under Kaunda’s leadership, a strong and unified trade union movement
was created with a basis in an industrial relations act guaranteeing ZCTU
monopoly representation and secure finances (IR 1971). Ironically, when faced

1. The meeting was held on September 12, 1996 and all the main opposition parties were present.

2. Personal communications, Theo Bull, hotel-owner and ZACCI-member. Lusaka October 20, 2000 and July
22,2001. The views were supported by ZACCI’s acting executive director Nelson Chisenga, save for the for-
mal consultations on the PRSP document (interviewed December 28, 2002 by Dr. E. Bwalya on request of
author).

3. The financial capacity of Zambian NGOs is of course closely related to donor funding.

4. The new Industrial Relations Act of 1993, which replaced the 1990 Act, was by most observers regarded as a
concession to the labour movement for its role in the transition process, as the unions managed to re-institute

the clause of ‘one industry one union’ to maintain trade union strength (The Post, October 25, 1994; Simu-
tanyi 1995).
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with pluralist politics, involving competition for members, funds and attention,
the trade union movement was no longer protected by a law granting it mon-
opoly representation and funding. As argued by one informant:

Chiluba and his contemporaries did not have to organise, they were handed everything on
a silver platter. ... In sum unions must [now] learn to live without the help of the law. ...
They [unions] must devise better ways to organise themselves and bargain more aggres-
sively.!

Thus, by 1996, economic reforms as well as political liberalisation had reduced
the influence of the trade union movement. Increasingly, the position of ZCTU
was compromised by either the government or one of the unaffiliated unions
accusing ZCTU of ‘second Republic mentality’ and inability to change with the
new political and economic realities (Financial Mail, August 10-16, 1994). In
1995, the President of ZCTU issued a statement to the press indicating that in
the absence of strong opposition parties to MMD, ZCTU would again assume
the role of the opposition centre due to the experiences of workers with econom-
ic reform. In response, a representative of the MMD government accused ZCTU
of living in the past, and like a dinosaur, being unable to adapt to a new policy
environment (Financial Mail, January 10-16, 1995). The frustrations felt within
the trade union movement with regard to finding its place in the new political
and economic environment were expressed by a ZCTU representative:

We have voiced our concern. We have had discussions with government prior to the liqui-
dation of UBZ and Zambia Airways. They said the airline would not be liquidated, then
something happens ... Chirwa or Shamenda [General Secretary and President of ZCTU]
goes to the press. The same day one person from one of the 35 opposition parties defects
to MMD and that steals the news headlines. Due to this crowded public agenda, people
and our members may think we are not doing anything, but that is wrong. But we have to
appreciate that the environment has changed. Before it was only UNIP and ZCTU. ...
Now there are lots of NGOs and political parties. The result is that there is more compe-
tition for our voice to be heard. Before, even the law [labour legislation] was assisting us.?

The Reduced Role of Agricultural Interests

Contrary to business and to some extent labour, in terms of their large number
and thus electoral potential, agricultural producers constituted the largest
potential ‘winning coalition’ or electoral threat, to MMD. However, the dualism
in Zambian agriculture made it impossible for agricultural producers to lobby
the government in a coherent and unified manner. In the period before the 1996
and 2001 elections, the coverage of the agricultural liberalisation process in the
local press indicated that the rural people had a number of channels to voice
their views and concerns, despite their organisational weakness. Members of
Parliament were one important channel. Debates in the parliament increasingly
revolved around the problems facing the small-scale producers, the problems of
maize remaining uncollected in the villages and so forth. Both in terms of report-
ing the parliamentary debates and its independent coverage, the local media rep-

1. Personal interview, Robinson Sikazwe, Regional Consultant, Norwegian Confederation of Trade Unions
(LO). Lusaka, November 28, 1996.

2. Personal communications, Alfred Mudenda, Assistant General Secretary ZCTU. Kitwe, December 3, 1996.
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resented another vital channel for the rural producers.! As a result of the
weakness of formal associations, the press coverage focusing on more populist
issues and finally, rural MPs concerned with re-election, the public attention on
agricultural policies in Zambia was dominated by the concerns of the small-
scale producers in the remote areas.

Agricultural liberalisation, contrary to the privatisation of the mines (post-
poned until 2000) and the public sector reform programme (discontinued), was
sustained throughout the two Chiluba administrations, albeit with several re-
versals and confusing signals displayed. Largely reflecting the political impor-
tance attached to this issue, in both the 1996 election period and, again, before
the 2001 elections there were numerous indications of reversals of MMD’s lib-
eral agricultural policies.>? Throughout the 1990s the continued supply of ferti-
liser and hidden subsidies in the form of non-repayment of loans by small-scale
producers disrupted a potential agricultural market and slowed down the re-
structuring process.? Further evidence of the importance attached to the rural
vote was offered in 1996 when President Chiluba opened the National Assembly
and announced a 29 billion Kwatcha debt relief scheme to farmers (Times of
Zambia, January 20, 1996). Furthermore, addressing crowds in the Copperbelt,
President Chiluba assured them that prices of mealie meal would soon drop
(The Post, June 3, 1996). While ZNFU had been lobbying for debt relief since
the 1993 agricultural season, the government announcement was nevertheless
met with negative reactions. ZNFU’s President accused the government of using
a political gimmick by giving debt relief in an election year (Times of Zambia,
January 23, 1996). The political dilemmas facing a government seeking re-
election created a rather distorted policy agenda. As argued by the executive
director of ZNFU:

People are starting to want their subsidies back, and as the politicians do not really under-
stand liberalisation either they are more or less promising to deliver that and thus giving
out confusing signals. ... It is evident that the poorest farmers were better off before. Then
they were at subsistence level plus. ... There should have been assistance in terms of rural
infrastructure. However, here nothing happened. First the subsidies were removed, then
from January 1993 the financial and agricultural sectors were liberalised. There is a tre-
mendous lack of consistency in government policy. ... They are not following a policy of
liberalisation, they are vote getters.*

Largely supporting the views of ZNFU regarding the lack of consistency in the
government’s agricultural policy, the Minister of Agriculture found that:

... there have been a lot of reversals which hamper the progress of liberalisation. The prob-
lem is that we have not been able to have a clear policy. The government itself has reversed.
We have backtracked which has had a negative effect. Fertiliser is the main area of back-
tracking. This is all election induced. ... There was a fear in government that the small-

1. Headlines like “Peasant farmers stuck with maize (Times of Zambia, August 28, 1996); “Farmers panic over
maize pricing” (Times of Zambia, June 18, 1996); “Will mealie meal shortages and queues cause panic?” (The
Post, January 17, 1995) were an almost daily occurrence in the local press.

2. See Chapter 4.

3. Personal communications, Hans Hedlund, Lusaka, September 19, 1996; George Gray, ZNFU. Lusaka, Octo-
ber 20, 1996; and Frans van de Ven, Chief Technical Advisor, MAFF. Lusaka, November 27, 1996.

4. Personal interview, George Gray, ZNFU. Lusaka, October 2, 1996.
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scale farmers would be convinced by the UNIP and ZDC subsidy promises. As a result,
government had to go back and duplicate mistakes from earlier years.!

Similar to business (ZACCI, ZAM) and to labour (ZCTU), ZNFU became more
critical towards the MMD government’s political record from 1995 onwards. In
August 1996, Ben Kapita, the president of ZNFU took his criticism towards
government a step further by forming a political party, the National Lima Party
(NLP) together with the first Minister of Agriculture, Guy Scott. Officially,
ZNFU did not advise their members to support any party. However, the support
was given through the farmers’ magazine, which stated that ZNFU welcomed
the Lima Party as a party which would voice rural and agricultural producers’
concerns (The Farmer, Vol. 1, No 10, September 1996). The view of ZNFU was
made clear in the statement by its executive director, George Gray:

We have great expectations of the Lima Party as they will be more attentive to the needs
of farming. The Lima Party will bite the bullet of liberalisation and let the market run the
show. They have a better understanding of the dichotomy within the farming community
and they understand that credit is not the answer to the poorest. A stupid action like
spending 10 per cent of government budget to bail out a bank will not be done by the Lima
Party. ... We feel that this government [MMD] has had a waning commitment to agricul-
ture.?

Thus, contrary to business interests as well as the labour movement, ZNFU was
the only association of the three main sectoral interests considered to openly ex-
press support of an opposition party before the 1996 elections. However, possi-
bly reflecting the perceived lack of electoral threat posed by ZNFU, the
responses from MMD to this move were limited. MMD Cabinet ministers
claimed that the National Lima Party only reflected the political ambitions of
one man (Times of Zambia, January 23, 1996). Furthermore, the split of interest
within the group of associations representing agricultural interests became clear
when the Peasant Farmers Union (PFUZ) advised its members not to support the
National Lima Party arguing that they were not for peasant farmers (Times of
Zambia, November 1, 1996). In response to the criticism of partisanship, the
National Association of Small-Scale and Peasant Farmers Union (NASSPFU)
accused PFUZ of being a political front for the UNIP opposition, arguing that
this was the reason why the latter organisation had refused to merge with
NAPSSFU which was formed in 1989 (Zambia Daily Mail, August 31, 1996).
The co-operative federation did not endorse a specific political party before the
1996 elections. But illustrating the proliferation of agricultural interests, in the
1996 elections the LIMA party failed to capture the vote of farmers.

The Missing Link between Economic Interests and the Party System

Contrary to agriculture, the trade union movement did not endorse a political
party in the 1996 (nor 2001) elections. But ZCTU made it clear that it had with-
drawn its support from MMD. ZCTU argued that government had deliberately

1. Personal interview, Simon Zukas (MAFF). Lusaka, December 13, 1996.
2. Personal interview, George Gray, ZNFU. Lusaka, October 2, 1996.
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attempted to weaken the trade union movement (ZCTU 1996). The split within
the Zambian labour movement was based in internal economic, political, as well
as personality differences. The claims that the MMD government had engi-
neered the conflicts at the 1994 Quadrennial Congress were not further support-
ed by evidence. However, it is clear that the MMD government in the period
after 1994 capitalised on the split in the trade union movement to further its
own political agenda. The improved working relationship between the non-
affiliated unions, and in particular MUZ, and the government, was indicated in
the 1996 election campaign when President Chiluba announced that miners,
contrary to other parastatal employees most notably in the transport sector,
would be paid their terminal benefits prior to the privatisation of ZCCM (Times
of Zambia, November 13, 1996).!

While increasingly more critical to the MMD government’s will and ability
to create a facilitating environment for business and economic growth in Zam-
bia, ZACCI and ZAM officially supported Chiluba and MMD’s bid for a sec-
ond electoral term (ZACCI Business Line, Vol. 1, No. 6, August 1996; Profit,
September 1996). Taking the opposition parties to task for their failure to out-
line their economic visions for Zambia at the September meeting, a member of
ZACCT’s executive board voiced an opinion that was repeated by most business
representatives interviewed:

ZACCP’s position is that we want a clean government and policies that facilitate economic
growth. We are greatly disappointed with MMD, however, we are more sceptical to
everybody else. We invited all opposition parties to present their economic policies. The
auditorium was packed with business people wanting to find out what parties had to offer.
However, the results were meagre. Economic policies are almost absent from their agen-
das, and no one is campaigning on an economic issue.?

The statement above points to a fundamental flaw in the dual reform literature in
terms of democratic developments in sub-Saharan Africa: the missing links
between economic interests and the political party system. In Zambia in both the
1996 and 2001 elections, no party offered a political agenda that challenged
MMD’s economic reforms. As a result, interest groups had few available channels
into the political arena.

Party Developments in the Third Republic

As argued above, in the two first multiparty elections MMD did significantly
better than any of the contenders in both the presidential and parliamentary
elections. Despite the weak foundations of the MMD party, the 1991 elections
gave it a sweeping electoral mandate. UNIP was reduced to a regional party as
its 25 parliamentary seats were all won in the Eastern Province. MMD had been
established as a broad coalition, united by what it was against. It was therefore
prone to dissent. Two years after the elections, senior MMD members and
founders left the party arguing that corruption was rife, establishing the Nation-

1. At the time of writing (2003) miners are still awaiting their terminal benefits.
2. Personal interview, Mebelo Mutukwa, ZACCI. Lusaka, November 4, 1996.
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al Party in 1993. A host of other parties were also formed by people associated
with the first MMD government like Agenda Zambia, Zambia Democratic Con-
gress, Liberal Progressive Front and the Lima Party. Despite being discredited
after the 1991 elections, UNIP was the party with the greatest potential to be-
come an opposition with a national support-base. But as UNIP boycotted the
1996 parliamentary and presidential elections, MMD and 8 opposition parties
contested the elections. MMD won 125 out of 150 parliamentary seats and fur-
ther increased its majority to 131 seats in the 1996 elections. Illustrating the lim-
ited social basis of Zambian parties, all the 8 contesting parties in the 1996
elections were headed by individuals who had been elected to parliament on an
MMD ticket in 1991. Roger Chongwe of the Liberal Progressive Front (LPF)
had been the first Minister of Legal Affairs, Guy Scott, who together with Ben
Kapita, headed the National Lima Party (NLP) was the first Minister of Agricul-
ture. Humphrey Mulemba, head of the National Party (NP) had been Minister
of Mines in the first MMD Cabinet and before that, a member of various UNIP
cabinets. Akashambetwa Mbikusita-Lewania, head of Agenda for Zambia
(AZ), had been a founding member of MMD and a Minister of Science, Tech-
nology Education and Vocational Training. Dean Mung’omba and Derrick Chi-
tala had been instrumental in the founding of MMD and served as deputy
ministers in the MMD Cabinet. In the 1996 elections, they headed the Zambia
Democratic Congress (ZDC). As expected with the First-Past-The-Post electoral
system, the winning party was rewarded by a larger share of the seats than it
obtained of the votes, and in 1996 its share of the seats actually increased while
its share of the votes declined.

With hindsight, UNIP’s decision to boycott the 1996 elections was a major
strategic error as it now lost its avenue to national politics and confirmed its
regional platform (Bratton and Posner 1999; Bratton et al. 1997; Simutanyi
1997).! In the period after 1996, UNIP did not regain strength. Before the 2001
elections UNIP was weakened by the internal infighting between two candidates
claiming the presidency of the party. The fact that a democratically elected pres-
ident of the party, Francis Nkhoma, was removed to pave the way for Tilyen;ji
Kaunda, second son of Kenneth Kaunda, indicated that the Kaunda family to a
large extent still controlled UNIP. Despite the instability that has characterised
UNIP, the party maintained viable structures in most parts of the country. As a
result, UNIP was the only party which successfully held primary elections to
select its parliamentary candidates in the 2001 parliamentary elections.

Unlike the early opposition parties, the first parties to form in the post-1996
elections period were not formed or led by people who had been in senior posi-
tions in MMD, or active in politics in general. The National Christian Coalition
(NCC) formed in 1997 and the United Party for National Development
(UPND), are typical examples. NCC emerged from the Pentecostal churches led
by a charismatic pastor, Neves Mumba. Until forming UPND in December
1998, Anderson Mazoka was the managing director of the Anglo-American Cor-

1. UNIP officials admitted that the 1996 boycott was a huge mistake as UNIP lost the chance to re-build their
national position in the period 1996-2001. Personal communications, Robson Chongo, UNIP’s Party Secre-
tary, Freedom House (UNIP), Lusaka, October 16, 2000.
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Table 5.5: Party formations 1991-2001

Party name Date of formation
MMD Movement for Multiparty Democracy 1991 (January)
UNIP United National Independence Party 1959 (October)
MDP Movement for Democratic Process 1991 (April)
LPF Liberal Progressive Front 1993 (October)
NP National Party 1993 (September)
ZDC Zambia Democratic Congress 1995 (May)
NLP The National Lima Party 1996 (August)
AZ Agenda for Zambia 1996 (October)
UPND United Party for National Development 1998 (November)
NCC National Christian Coalition 1998 (July)
SDP Social Democratic Party 1998
FDD Forum for Development and Democracy 2001 (May)
ZRP Zambia Republican Party 2000 (December)
PF Patriotic Front 2001 (September)
NLD National Leadership for Development 2000
HP Heritage Party 2001 (April)

Source: http://:elections.org.zm/politicalparties.html

poration (AAC) in Zambia with no previous political experience. However, as
the 2001 electoral race gathered momentum, a host of new political parties
formed. The last party formations occurred after the April 2001 MMD conven-
tion chaired by former members of the MMD National Executive Committee or
Cabinet. The parties that formed due to erosion of internal party democracy and
internal splits over the third-term issue, included the Zambia Republican Party
(ZRP), the Heritage Party (HP) and the Forum for Democracy and Development
(FDD). Disagreements within the MMD Cabinet over the nomination of the
presidential candidate led to the forming of the Patriotic Front as late as Septem-
ber 2001.

The parties preparing to contest the 2001 elections shared the following
characteristics. First, apart from UNIP, NCC, and UPND, they all emerged from
MMD. Second, all eleven parties formed behind a strong leader-figure who,
more often than not, contributed the bulk of the finances the parties controlled.!
Third, it was virtually impossible to separate the parties along ideological or
programmatic lines. According to the party manifestos all parties vowed to con-
tinue the current economic policies, albeit manage them better than MMD had
done for the past ten years. Fourth, the parties were based mainly in Lusaka, to
the extent that few apart from the incumbent party and UNIP had party struc-
tures or membership in regions outside the capital. As a result, the parties adopt-
ed most parliamentary candidates centrally, and the candidates adopted were
often not from the local area they were to represent.?

1. An interview with Anderson Mazoka, President of UPND, revealed that this was a concern: “Every penny [for
party financing] comes from our pockets. As party leader, I have to lead by example and I have used my fam-
ily’s resources to build this party. This worries me. This means that by 2001 I will have spent much of my
personal fortune. If I make it to government I have to recover some of it. This form of party financing will
make me corrupt”. Personal communications, Lusaka (Leopards Hills Rd.) October 19, 2000.

2. The analysis of the party structure in Zambia is based on Chileshe Mulenga (2001), Burnell (2001) and The
Electoral Institute of Southern Africa: “Political Parties Gear for Elections in Zambia” (http:/www.eisa.
org.za), downloaded November 16, 2001.
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Comparing Party Programmes 1996 and 2001

Of the 35 parties registered in Zambia with the intention of participating in the
1996 parliamentary and presidential elections, only some of them could be con-
sidered proper party organisations in the sense that they presented a party man-
ifesto and could claim a certain grass roots following. These were, apart from
MMD, UNIP, the National Party (NP), The Liberal Progressive Front (LPF),
Zambia Democratic Congress (ZDC), the Agenda for Zambia (AZ) and the
National Lima Party. Of these parties, only UNIP had a party machinery at the
grass roots level. Only eight parties participated in the 48 by-elections contested
between 1991 and 1996.!

Analysing the party programmes of the main opposition parties with regard
to economic policies, few major differences could be detected.?> The opposition
parties which presented party manifestos before the 1996 elections were the
Agenda for Zambia, the Liberal Progressive Front, the Movement for Multipar-
ty Democracy, the National Lima Party, the National Party, the Zambia Dem-
ocratic Congress and the United National Independence Party. All the
manifestos of the major parties stated that they were in favour of a continued
process of economic liberalisation. Furthermore, all parties lent their support to
the process of privatisation and improvement of the agricultural sector as strat-
egies for revamping the economy. Nevertheless, some differences could be de-
tected. MMD was the only party to explicitly state that it was against subsidies,
most other manifestos were vague on this issue. UNIP was the party that most
clearly attempted to take advantage of the socio-economic effects of the eco-
nomic reforms in 1996. Kenneth Kaunda also cited the economic situation as
the main reason why he ended his political retirement. Furthermore, on the issue
of privatisation, UNIP’s position deviated most clearly from MMD’s. While
committed to the privatisation process, the UNIP Manifesto stated that privati-
sation should be regarded as a means to real economic empowerment. The
UNIP Manifesto further argued that ZCCM should only be partially privatised
and instead reorganised to operate in a competitive market (UNIP 1996:19).
Stressing its aim of carrying out structural adjustment reforms at a different pace
and in a different manner, the UNIP Manifesto stated that UNIP was committed
to economic liberalisation, but not state abdication from the economic field.
Similarly, both the National Party, the Zambia Democratic Congress and Agen-
da for Zambia argued in favour of privatisation but at a much slower speed.

The area where most opposition parties sought to capitalise on the economic
critique raised against MMD was agriculture. The National Lima Party explic-
itly prioritised agricultural policies and presented itself as wishing primarily to
become a strong agricultural lobby in parliament (NLP 1996). Both NLP and
the LPF claimed to represent the farmer (NLP 1996; LPF 1996). The ZDC

1. The parties MMD, UNIP, NP, National Conservative Party (NCP), United Patriotic Party (UPP), National
Democratic Alliance (NDA) and the United Democratic Party (UDP) contested the by-elections. Of these, only
MMD, UNIP and NP managed to secure seats. FODEP By-election results 1991-1996. See also Simutanyi
1997.

2. Suggesting perhaps, as one informant argued, that all party programmes were written by the same consultants!
Personal communications, Allast Mwanza, Department of Economics, University of Zambia. Lusaka, Novem-
ber 2, 1996.
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underscored the party’s belief in gradual liberalisation of agricultural markets,
arguing that the government should be participating in agricultural marketing
and provide facilitating structures (The Farmer, July 1996). Indicating perhaps
a more populist approach, a member of the UNIP Central Committee revealed
that his party would reduce the price of mealie meal if voted back into office
(Times of Zambia, April 8, 1996). In sum, however, the 1996 party programmes
and electoral campaigns were largely devoid of economic issues. As such, the
1996 elections were a significant departure from the Zambian policy debates in
the late 1980s when opposition to the various structural reform programmes
had centred around the desirability of economic reform programmes as such.

Party Proliferation before the 2001 Elections

In the 2001 election the voters had a choice between 11 presidential candidates
and in several constituencies almost as many parliamentary candidates to
choose from. However, based on the party manifestos presented, there was
hardly any difference between the parties in terms of their policy choices and in-
clinations. Despite MMD?’s poor economic record and the popular discontent
with the economic policies none of the contesting parties presented an alterna-
tive economic agenda. Minor differences only emerged on social policy prefer-
ences and the attention devoted to the moral standing of the political leadership,
as well as on the promotion of Zambian participation in the economy as entre-
preneurs rather than as workers. In the case of UPND, UNIP, and FDD their eco-
nomic policy framework was linked to negative comments about the
performance of the MMD government over the past decade. Generally the three
main opposition parties offered similar policies to the once carried out by MMD
but with more disclosure and transparency. The UPND Manifesto characterised
the 1990s as “the lost and wasted decade” and accused the MMD of producing
“budgets of despair and trickery” and of “gross mismanagement and poor plan-
ning” (UPND 2001). In its stead, UPND adopted as their guiding principle a
“pro-poor development strategy that would guarantee availability of basic
needs of the people”. To improve industrialisation, tax incentives would be em-
ployed to stimulate investments in manufacturing. Partnerships between local
and foreign investors and the creation of export processing zones were empha-
sised. Although these objectives and measures testified to the party’s free market
orientation, other proposals indicated a stronger role for the government. For
agriculture UPND appeared less inclined to leave development to market forces
as the Manifesto proposed to subsidise fertiliser and feeds in order to boost pro-
duction and improve living conditions.

UNIP’s 2001 Manifesto propounded a “free social market economy”, pri-
vate sector driven but with government intervention where necessary. UNIP
identified the failure of MMD as being caused by “chaotic implementation of
macro-economic policies”, no planning, ‘over-liberalisation’ of the foreign ex-
change market, unmanageable domestic public debt and the poor performance
of the stock exchange (“a white elephant in a dormant economy”) and Zambia
Privatisation Agency (“merely offloaded Zambian enterprises to foreigners and
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the ruling elite”). Like UPND’s, the UNIP Manifesto indicated that a greater
state involvement in agriculture was called for (UNIP 2001). FDD’s vision was
to “create a poverty free Zambia where people are in charge of their own devel-
opment” (FDD 2001). This could be achieved through decentralisation of pow-
er, job creation by the promotion of investment, particularly in the small-scale
manufacturing sector, elimination of all forms of discrimination, restoration of
integrity, transparency and accountability in public affairs, constitutional
reform, and by enhancing the capacity of public institutions. Emphasising the
creation of a private sector development fund, a stable macro-economic envi-
ronment, a tax regime facilitating economic growth, and increased competitive-
ness of the agricultural sector, FDD in its party manifesto emphasised market
mechanisms to a greater degree than UPND and UNIP. The market orientation
was further underscored by the emphasis on the need to maintain a conducive
and professional relationship to Zambia’s international partners.

As expected, MMD focused on the achievements of the past decade and dis-
cussed issues “beyond 2001” (MMD 2001). The MMD Manifesto was struc-
tured almost identically to the UPND Manifesto and confirmed MMD’s
commitment to liberalising the economy. According to the Manifesto, MMD
would maintain a liberal economic environment; continue with the empower-
ment programmes of enshrining property rights for domestic and business prop-
erties; provide concessions to investments with high labour content located in
outlying areas engaged in agriculture, manufacturing, mining and tourism. With
the support of civil society organisations, MMD also promised to engage in pub-
lic works programmes to improve the social and physical infrastructure to make
the areas attractive for private enterprise. Lastly, and underlining the party’s
commitment to trade liberalisation, the Manifesto emphasised the need to max-
imise the benefits of belonging to regional trade institutions. Thus, MMD’s
objectives did not differ significantly from UPND’s, UNIP’s or FDD’s, but like
FDD, the MMD Manifesto tended to emphasise the private sector more.

With regard to health and education policies, UPND attempted to move
away from the social policy prescriptions of the international financial institu-
tions. Hence, UPND declared that it would make education a priority and
would ensure provision of free basic and secondary education. Only two polit-
ical parties placed emphasis on the involvement of Zambians in wealth creation
as industrialists and farmers. These were the Zambia Republican Party and the
Patriotic Front. In its Manifesto ZRP stated that economic development re-
quired the involvement of Zambians in wealth creation in the industrial and
agricultural sectors (ZRP 2001). PF also subscribed to this view, but also took
exception to the country’s excessive taxation and extremely open liberal foreign
exchange regime. The PF Manifesto stated that there was need for a law in Zam-
bia to halt capital flight. PF wanted to restrict foreign exchange dealings and
promoted the use of letters of credit for businesses operating in Zambia.

The 2001 party manifestos indicate that the political opposition parties
operated within a limited political and ideological space. All parties indicated a
general acceptance of the structural adjustment programme. No party or politi-
cian lobbied for a return of the controlled exchange rate regime or protection of
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local industries. As a result, the Zambian parties represented in the 1996 and
2001 elections failed to offer the electorate distinctive choices along the lines of
economic policy. The lack of alternatives presented by the opposition parties
may also explain why Zambian interest associations, while clearly critical of
MMD and the economic reform process, did not endorse an alternative party
(apart from ZNFU) nor present an explicit anti-economic reform agenda. Lack
of clearly identified issue ownership inhibited the parties’ ability to attract a
stable electorate and also made it easier for politicians to switch between parties.

Overall, the political party opposition in Zambia in the Third Republic has
been exceedingly weak and the parties have failed to provide checks on the pow-
ers of the executive in the 10 year period. Characterised by their centring around
leadership, being funded by rich individuals, and by lack of will to co-operate
and work as team, they did not provide societal interests with a viable channel
into the political arena. According to one observer:

The Zambian phenomenon whereby many politicians now like to conceive of themselves
as the president of a political party and envisage being the next republican president, and
treat parties as personal vehicles to that end, is the second republic’s most notable legacy
to the contemporary party scene. (Burnell 2001:7).

Possibly the main reason for the inability of the opposition to challenge the in-
cumbent through the electoral channel lies in the enormous prerogatives vested
in the executive office.

Executive Dominance and the Effects on Interest Articulation

A defining feature of executive dominance is the failure of the incumbent to
maintain a distinction between the government and the party (Carothers 2002).
The discussion above has indicated that in the 1990s, multiparty democracy in
Zambia failed to produce influential ‘watchdogs’ and counter-forces against
state malpractice and corruption. Pluralist democracy has so far not challenged
the hegemony and increasingly more authoritarian practices witnessed within
the MMD government. Contrary to expectations in the dual reform literature,
the Third Republic in Zambia witnessed an overwhelming, and growing, con-
centration of power in the executive office. This was witnessed by the increasing
marginalisation of the parliament, courts and other institutions of constraint
and the blurring of state-party lines. Due to the weakness of the MMD party vis-
a-vis the position of UNIP during Zambia’s one-party era, executive dominance
actually increased in Zambia in the 1990s.

In addition to the MMD government’s deliberate attempt to weaken the
opposition in the first part of the 1996-2001 election period, the powers of the
presidency also increased markedly in this period. According to the Zambian
constitution, the president is the head of state and head of government, elected
for a five-year term. After being elected, the president may appoint and dismiss
a vice-president and cabinet members from among the MPs. According to the
constitution, the Zambian president also holds the power to appoint judges and
members of various agencies of constraint, such as the Electoral Commission
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and the Anti-Corruption Commission. Although the budget must be approved
by parliament and spending is subject to audit and control by parliament, the
president clearly has the upper hand.! Within the offices of the president there
are several mini-departments, such as ‘the Presidential desk of religious affairs’
and ‘the Presidential desk of street vendors’, also budgeted according to the
president’s wishes.

During the one party era the UNIP government introduced a leadership code
for leaders which was made part of the Republican Constitution.? The leader-
ship code forbade leaders (in the party, government, local authorities and stat-
utory corporations) to run businesses or earn extra emoluments while in office.
When MMD took office in November 1991 the leadership code was scrapped
and leaders were free to run or own businesses while in office (Chanda
2003:65). From the mid-1990s onwards the distinctions drawn by senior MMD
members between the state and the party and between private business interests
and their jobs became increasingly blurred. As argued above, MMD’s disregard
for party-state distinctions was witnessed as early as the 1993 by-elections.
Furthermore, in both the 1996 and 2001 presidential and parliamentary cam-
paigns, Chiluba appeared at MMD rallies providing leases for council houses
and other state welfare-services. Chiluba also used the discretionary presidential
fund to drum up support for the MMD by donating to churches, sports clubs,
schools and health centres across the country.? District Administrators also en-
hanced the powers of the president at the local level.

The powers of the presidency were further compounded by the weak posi-
tion of the parliament. With few institutional resources and their agenda very
much controlled by the government, recommendations from parliamentary
committees have largely been ignored by the government and constitutional am-
biguities about cabinet responsibilities were very often exploited to the advan-
tage of the government (Burnell 2003). Because the president has the power to
appoint the cabinet ministers, they are in practice not responsible to parliament.
Despite the democratic transition in 1991, the Zambian Parliament has re-
mained without real powers in budgetary matters. It cannot increase the pro-
posed sum for various ministries, nor can it change the total budget estimate
(Chanda 2003).*

Increasing the president’s already large discretionary financial powers, ‘the
Presidential Discretionary Fund’, which was introduced for the first time in the
1998 budget, provided the president with a part of the budget that he could
spend according to his own priorities. In the 1998 budget, the Parliament
approved a discretionary fund of K 12 billion (US$ 5 million). In the 1999

1. See Peter Burnell’s careful analyses of the role of the Zambian Parliament in the 1990s with regard to the role
(and weakness) of parliamentary scrutiny (2001); legislative-executive relations (2003); and parliamentary
committee reforms (2002b).

2. The Constitution of Zambia 1973, Part IV.

3. Press Briefing by Brigadier General Godfrey Miyanda, Heritage Party President, Comment on the Outcome of
the 2001 Presidential, Parliamentary, and Local Government Elections in Zambia, held at Mulungushi Inter-
national Conference Centre, Lusaka, 8 January 2002.

4. Even if appropriations have been made for certain purposes it is up to the Ministry of Finance and Economic
Development to actually release the appropriations to the ministries. Ministries also have a number of oppor-
tunities to disperse funds for purposes without parliament’s prior consent.
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budget the government refused to announce the amount allocated the Presiden-
tial Fund raising speculations about abuse. No official criterion for disburse-
ment was stated for the fund, commonly referred to as the ‘slush fund’ in the
Zambian press. The sums distributed to the Office of the President, the budget
vote that contains the President’s discretionary fund, often far exceeded the es-
timates voted by Parliament, and MPs found it hard to identify recipients (Bur-
nell 2001b).! Furthermore, no system of accountability was installed to ensure
that the funds were used for legitimate purposes. Illustrating the lack of account-
ability, the vice-President told Parliament that it was not entitled to scrutinise
the accounts of the Office of the President-Special Division (Zambia Daily Mail,
February 23, 2001). A similar innovation, increasing the President’s personal
economic influence in the second Chiluba administration was the Presidential
Housing Initiative established in 1999, supposedly duplicating the functions of
the already existing National Housing Authority. The institution of District
Administrators also clearly increased the powers of the president and further
weakened the local government structures.

Crowding Out the Private Sector

The effects of executive dominance in terms of business’s ability to influence
political and economic developments were clearly evident as the first Chiluba
administration started to consolidate its power before the 1996 elections. Illus-
trating the blurred line between private business interests and national policies,
the declaration of assets by the new Members of Parliament in 1997 indicated
that the assets of some of the new MPs and cabinet members included owner-
ship of large and recently privatised companies and airlines. The Minister of
Finance, Ronald Penza, was reported to conduct business with 24 government
departments and parastatals through his own company (Times of Zambia, Jan-
uary 4, 1997). The President of ZACCI voiced the frustrations felt by the busi-
ness community of ‘business people-cum-politicians’ crowding out the private
sector:

At independence, they [the government] wanted independence but did not know what to
do with it. In 1991 they [the government] wanted multiparty politics and to get rid of
Kenneth Kaunda, now they do not know what to do with it. This government is reverting
more and more to the styles and policies of the former government. They have not created
an enabling environment for business, they want to do business themselves.

With the majority of economic activity in government control, business people
supportive of government were awarded government contracts. Contrary to
this, business people critical to government faced harsh economic realities.
Emmanuel Kasonde, MMD?s first Minister of Finance, left MMD in 1993 and
shortly after became the President of the National Party. His decision to rejoin
MMD in 1997 was by observers linked to his private business interests which

1. Inadebate in parliament an opposition MP claimed that the Auditor General’s report revealed unconstitution-
al movements of funds from Cabinet Office to State House and the President ‘who cannot be touched’. Parlia-
mentary Debates, No. 112, January 22-March 18, 1999. See Burnell 2001b, footnote 37).
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had suffered badly since 1993.! Dean Mungomba’s decision in 2001 to link ‘his
party’ ZDC to MMD was interpreted in a similar manner. In the same vein, and
indicating the level of executive dominance, all the major civil society groups in
Zambia emphasised the need to remain politically neutral or to work with ‘the
government of the day’ and denied being allied with any political party. Leaders
of various organisations consistently reported that “we will work with the gov-
ernment of the day”. This attests to the continuing lack of political competition
as well as to the reality that influence over policy rests on maintaining good
relations with the ruling party.?

The consequence of the Zambian constitution, as well as the political devel-
opments witnessed particularly in Chiluba’s second election period, is that there
are today hardly any countervailing institutions in Zambia. As three consecutive
elections since 1991 have shown, the electoral system reinforces the tendencies
of executive dominance in Zambian politics. In the words of the Economist
Intelligence Unit assessing the political developments in 2000: “MMD has
evolved from a disparate and uneasy coalition of unions, churches and business
people united to end Kenneth Kaunda’s rule to a hierarchical patronage struc-
ture” (EIU Country Profile, January 2001:13). In such political environments,
organised interests representing business and labour have very limited power to
act as buffers against state malpractices or influence economic policies.

The Pluralist Paradox

The analysis of the domestic policy process between the Zambian government
and the main domestic interest associations has indicated that MMD did enjoy
a period of grace in the sense that its relationship to the main economic interest
groups was characterised by low levels of conflict in the initial period after the
1991 elections. The government also enjoyed much general public support for
its economic policies until the end of 1993. However, overall, the government
did not aim to build consensus around the various reform measures through
extensive and effective consultations with interest groups. Despite the increas-
ingly stronger criticism appearing from 1994 onwards, the MMD government
over the five-year election period introduced, and maintained, economic reforms
that fundamentally altered the economic system from a state developmentalist
model to an essentially liberalised, free-market system. No opposition party
campaigned on an alternative economic agenda in the 1996 election campaign,
nor in the 2001 elections.

Both the political and economic reform processes regressed markedly from
the mid-1990s. The second electoral period was characterised by power-consol-
idation, not through widening the support-base, but through the use of consti-

1. In personal communications with Emmanuel Kasonde October 7, 1996, he indicated that his private business
was badly affected by ‘his current political status’. Kasonde had at the time been offered a position in govern-
ment. However, indicating his commitment to MMD, he stated that he would consider going back into gov-
ernment if the current team was changed. In 1997, he renewed his MMD membership and took up the position
as Director of Zambia Revenue Authorities. In January 2002, he was made Minister of Finance in Mwana-
wasa’s Cabinet.

2. This view has been stated in numerous interviews I have conducted with representatives of Zambian civil
society organisations in the period 1996-2002.
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tutional manipulation and control of state resources for purposes of patronage.
Ties to key interests groups were weakened rather than strengthened. Both due
to the effects of the economic reforms (discussed in Chapter 4) and the way the
political reform process was carried out by the two Chiluba administrations,
interest associations representing labour, business, and agriculture were unable
to stall the political and economic regression witnessed as MMD’s reform com-
mitment waned.

In Zambia the opening up of the political arena saw the creation of a large
number of non-governmental associations ranging from welfare oriented asso-
ciations to organisations seeking to influence the state on issues of human rights,
democracy and press freedom. Similarly, the reintroduction of multiparty poli-
tics brought about 36 new opposition parties, some with a short life-span and
none with a strong following. The effects of the associational proliferation for
traditional interest groups of labour, business and agriculture was that it became
increasingly more difficult to be seen and heard in the press, in public fora and
thus to lobby government. The ‘thinness’ in terms of membership base and
associational density of the economic interest groups further reduced the incen-
tives of the government to consult and to yield to the interests pushed by any
particular organisation. All associations provided only weak bases for electoral
and coalitional support for the government. Contrary to expectations, the influ-
ence of interest associations representing agriculture, business and labour de-
clined with the introduction of political liberalisation in 1991. No sectors of the
economy constituted clearly identifiable ‘winners’, nor did they perceive them-
selves as such. Overall, interest groups were unable to oppose the economic re-
form measures seen to hurt their members’ interests; they were also unable to
curb the declining standards of governance displayed by the MMD government
from 1993 onwards.

For economic interest associations to be able to influence policies as envi-
sioned in the pluralist notion of ‘winners’ and ‘losers’, the political arena must
provide channels in which interests can be aggregated into the competitive
political processes. However, no party offered an economic agenda challenging
MMD’s economic reforms in the 1996 or in the 2001 elections and, as a result,
the interest groups representing business, labour and agriculture had few actual
channels into the political arena. Thus, contrary to the pronouncements of the
most pessimistic observers of the dual reform process, interest group pressure
and protest did not compel the Zambian government to increase spending in or-
der to maintain its popularity. But the fact remains that the government
throughout the 1990s increased government spending much to the detriment of
the Zambian public at large. While interest groups outside the state were too
weak to challenge the government, they were also marginalised and lacked
political channels to curb the increasing degrees of government malpractice
witnessed from 1993/94 onwards. Despite the lack of economic growth gener-
ated, and the fact that no sectors of society had emerged as clear ‘winners’ of the
economic reform measures implemented, the MMD government was not faced
with a political movement which seriously challenged its popularity or curbed
is malpractices.
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However, considering the lack of economic results and Zambia’s past reform
record, some puzzling questions remain unanswered: After five years no sector
of society had emerged as ‘reform winners’ so why did no opposition party nor
any interest group launch an alternative economic policy in the 1996 election
campaign? Furthermore, if commitment to the economic reforms was shallow
even within MMD, why were the reforms maintained and even accelerated be-
fore the 1996 elections? The analysis has indicated that both the processes of
privatisation and agricultural liberalisation, two areas of reform which went a
long way, had little domestic support. Why were these reform measures stressed
more than other reform measures? The analysis of the internal policy relations
between the Zambian government and the main economic stake-holder groups
cannot provide completely satisfactory answers to these questions. This suggests
that the answers, at least partially, must be sought in the analysis of the external
relationship between the Zambian government and its international partners.
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Aid for Reform

The Relationship between the Zambian Government and the
International Donor Community

In this chapter the role of the international donor community, represented by the
World Bank, the International Monetary Fund (IMF) and the largest bilateral
donor governments is brought into the analysis. The first section discusses the
economic and political conditionality applied through the Consultative Group
meeting process in the period 1991-2001. The second section analyses the lev-
erage of the Zambian government vis-a-vis its external partners in terms of
political and economic reform implementation. A concluding section assesses
the uses and effects of the donor community’s conditionality instruments in
Zambia’s dual reform processes.

The chapter argues that, overall, the international donors had more leverage
in terms of economic policy reform than it did in the case of political reforms.
The negotiations between the MMD government and its external partners indi-
cate that all major economic reforms came as a result of a distinct pressure from
its external partners. However, due to the large number of conditions presented
and conflicting views within the donor group, the Zambian government used its
economic reform ‘record’ to split the external donors. As a result, the effects of
the bilaterally imposed aid-sanctions in the period 1996-1998 were limited. In
the second election period, the credibility of the conditionality-instruments
waned in the context of declining political and economic governance witnessed
by the MMD government.

Chaired by the World Bank, Consultative Group meetings appeared in the
mid-1980s as a mechanism to improve co-ordination among donors and coop-
eration with the recipient governments in the field of macro-economic and struc-
tural policy reforms. In addition to the Roundtable meetings hosted by UNDP,
the Consultative Group meeting process hosted by the World Bank intended to
serve as ‘pledging sessions’ to help close financing gaps for the aid recipient
countries. When the donors in the early 1990s included concerns of governance
on their conditionality agenda, issues pertaining to accountability, the rule of
law, transparency and respect for human rights were added to the Consultative
Group meeting agendas. The multilateral institutions maintained the position
that their operations did not interfere directly in a recipient country’s internal
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policies. However, the inclusion of governance issues in the Consultative Group
discussions brought the international finance institutions closer to the bilateral
donors on the issue of political conditionality. According to the World Bank’s
OWn report on governance issues:

In its role as Chairman of the Consultative Group (CG) meetings between donor agencies
and governments, the bank has at times communicated to borrowing countries views of
the donors on issues relevant to the political dimensions of governance that fall outside
the Bank’s mandate. (1992:xvii)

Despite a distinct ‘non-political’ profile, the analysis of donor-government rela-
tions in Zambia in the period 1991-2001 indicates that the international finance
institutions, together with the bilateral donors, through the Consultative Group
meetings advocated a policy agenda including both political and economic con-
ditionality issues.

Political and Economic Conditionality 1991-2001

While the deteriorating economic situation was a concern in itself, the immedi-
ate issue confronting the MMD government in 1991 was the external financial
situation (see Chapter 3). Due to the withdrawal of IMF and World Bank cred-
its, Zambia had incurred arrears on its debt to the multilateral institutions.
Zambia’s financial credibility was at a low-point as the country was ineligible to
draw on IMF funds as well as World Bank and bilateral balance-of-payments
support grants. The need to restore international confidence and to increase the
level of donor funding was therefore of paramount importance for the govern-
ment. The emphasis placed on restoring Zambia’s international financial repu-
tation was emphasised by an advisor to the Ministry of Finance:

Economic reform is meant to fundamentally alter a country’s growth prospects. In princi-
ple, reform is not primarily a means of satisfying external creditors. But because of
Zambia’s poor credit standing, a practical precondition for the resumption of sustained
growth is for Zambia to re-establish a reputation of responsible financial behaviours.
Thus, a major objective for the reform effort has been to gain regular access to interna-
tional finance as due to its debt overhang Zambia could not finance its economic imbal-
ances independently of donor support. (McPherson 1995:14)!

In September 1991, shortly before the elections which brought MMD to power,
the relationship between the UNIP government and its external donors was
nearing the level of conflict reminiscent of the 1987-89 period. When President
Kaunda in early 1991 announced that the full liberalisation of maize subsidies
would be postponed until after the 1991 elections the World Bank suspended its
second tranche of funding agreed to in March 1991 because Zambia had failed
to meet the 60-day deadline for the reduction of its arrears. The World Bank sus-
pension led a number of the bilateral donors to cease disbursements to Zambia
at a time when donor patience with the slow pace of economic reforms was

1. Malcom McPherson was the team leader of the Harvard HIID team working as advisors within the Ministry
of Finance until the spring of 1996. The Harvard advisory team within the Ministry of Finance started its
operations in 1990.
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wearing out. As a result, a number of bilateral donors withheld balance-of-pay-
ments support and programme aid. This was the situation shortly before
MMD’s electoral victory. The suspension of the aid programme meant that the
new government had to convince aid donors that it was willing to make difficult
and potentially unpopular political decisions. Furthermore, it meant that it was
necessary to secure more donor funding than would have been necessary had
UNIP continued the programme. By the end of 1990, total arrears on principal
and interest payments amounted to approximately US$ 3,400 million of which
about 40 per cent was owed to the World Bank and the IMF (EIU Country Pro-
file, 1993/4:39). The debt to the multilateral institutions was not subject to for-
giveness and 70 per cent of debt servicing was owed to the multilateral
institutions (Andersson and Ndulo 1994:23).

The reality facing Zambia in the 1990s was that there were simply #o sources
to which it could turn for foreign exchange to cover its basic imports and devel-
opment programmes. But as a result of Zambia’s peaceful democratic transition
in 1991, and the MMD government’s promise to embark upon comprehensive
economic reforms, an extraordinary effort was launched by the international
donor community. In the absence of debt forgiveness, the World Bank designed
a new policy to assist countries with non-accrual status that made it possible to
process loans during a pre-clearance performance period (Kapur et al.
1997:1070). This policy measure was implemented in order to assist countries
to pay their debt, and thereby be able to regain access to World Bank financial
resources. In reality, the World Bank crafted a ‘bridging loan’ from bilateral and
commercial sources. On a specific date, the bridging loan was extended to the
country to clear its arrears to the World Bank and, in turn, disbursements from
the World Bank’s loans would repay the creditors for the bridge loan:

Although in effect the Bank was advancing the money to clear arrears to itself, the policy
was a pragmatic accommodation to the procedural complexities of a multiparty package.
In the absence of debt forgiveness, the policy adopted was the only workable solution to
a growing problem aggravated by the growing fraction of inflexible (principally multi-
lateral) debt. (Kapur et al. 1997:1070)

To be eligible for such bridging loans, however, a country had to undertake an
adjustment programme in agreement with the World Bank. Furthermore, a
country was required to undertake a stabilisation programme endorsed and
monitored by the IMF and, finally, to establish a medium term financing plan
that included the clearance of arrears to all international finance institutions and
make current debt payments falling due during the performance period (Ibid.).
Another step taken to assist heavily indebted nations, was the creation of a
facility called ‘the Fifth Dimension’. Through this facility, the World Bank and
bilateral donors provided additional resources to assist countries that were in-
eligible for other sources of World Bank finances due to outstanding arrears.
Yet, similar to the World Bank bridging loan facilities introduced, to actually re-
ceive supplementary credit from the Fifth Dimension programme, a country had
to be current on its debt servicing to the World Bank and have an acceptable
adjustment programme in place. Against this background, the Zambian govern-
ment had very little choice but to accept the policy packages and prescriptions
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presented to it by the external donors. As argued by the Economist Intelligence
Unit:

The reversal in donor attitudes is central to Zambia’s economic recovery. ... The impor-
tance of donor approval leaves the government with its hands tied to a large extent with
respect to economic policy and the fact that its economic ideology coincides with that of
the Bretton Woods Institutions is less than a coincidence. (EIU Country Report, No. 1,
1992:6)

The political steps taken by MMD in the period shortly before and after the
1991 elections indicate that the movement was aware of this situation. In the
period before the 1991 elections, informal meetings were carried out between
the international donors and MMD. The level of contact and mutual under-
standing was reflected in MMD’s successful soliciting of international funding
as a social movement in the process of transition to multiparty democracy
(Andreassen et al. 1992; Chiluba 19935; Thonvbere 1996). The first Minister of
Finance, Emmanuel Kasonde, also emphasised that the preparatory meetings on
economic policy issues had been conducive and given the new government a
head start on the economic reforms.! The attempts by the new MMD govern-
ment to re-create good ties with its international donors began almost immedi-
ately. In December 1991, President Chiluba called the largest international
donors to State House and declared that the Zambian government intended to
re-establish its creditworthiness and international image by honouring the con-
ditions laid down by the international finance institutions and bilateral donor
governments (Times of Zambia, December 6, 1991). Within weeks of taking
office, MMD reached a broad agreement with the World Bank and IMF on eco-
nomic adjustment. The agreement reached was reflected in the Policy Frame-
work Paper 1991-1993, which initially had been negotiated between the UNIP
government, the IMF and World Bank (GRZ 1991a).

As the new MMD government signalled commitment to an economic re-
structuring programme, the IMF in 1992 devised a new lending facility, the
Rights Accumulation Programme (RAP). Similarly to the World Bank facility
described above, the RAP facility was designed to help a country that had tech-
nically failed to meet its obligations but was making genuine efforts to reverse
the economic decline. The RAP, designed to eventually enable the country to
pay back the more than US$ 1 billion in arrears owed to the IMF, meant that
repayments would be postponed for three years, providing the fulfilment of the
agreed structural adjustment targets. By the end of 1992, through the World
Bank and IMF bridging loans, the Zambian government was therefore able to
clear its non-accrual status to the multilateral institutions. In early 1992, the
World Bank, as host of the Consultative Group meeting, felt that enough
progress had been achieved, and confidence in the Zambian government gained,
to call a Consultative Group (CG) meeting between Zambia, her main bilateral
partners, the IMF, and the World Bank.

1. Personal interview, Emmanuel Kasonde, Minister of Finance 1991-1993. Lusaka, October 7, 1996.
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Table 6.1: Consultative Group meetings 1991-2000

Date

Issues of debate

March, 1992 (Paris)

December, 1992 (Paris)

April, 1993 (Paris)

December, 1993 (Paris)

March, 1994 (Paris)

December, 1994 (Paris)

December, 1995
(Bournemouth)

July, 1997 (Paris)

May, 1998 (Paris)

May, 1999 (Paris)

July, 2000 (Lusaka)

— the economic reform programme (main)
— the drought and food security situation
— the external debt situation
— inflation
— government spending/fiscal balance
— military spending
— the implementation of a cash budget
— corruption
— the slow pace of privatisation
— the slow pace of civil service reform
— macroeconomic stabilisation
— Civil service reform
— the composition of public spending,
— lack of adherence social sectors
— slow pace privatisation/Zambia Airways
— inflation
— the state of emergency
— corruption
— macroeconomic stabilisation
— slow pace of privatisation (ZIMCO)
— improve social sector service delivery
— government expenditure priorities
— governance, corruption and drug trafficking
— ‘renewed partnership’
— the continued high interest rates
— the slow progress on privatisation
— the external debt situation
— military spending
— the continued slow pace of privatisation
— the delayed closure of ZIMCO
— limited progress on the Public Sector Reform Programme
— governance and corruption
— poverty
—privatisation of ZCCM
— lack of progress on the Public Sector Reform Programme
— poverty alleviation
— governance issues (constitution, voter registration)
— ‘renewal of partnership’
— budget balance and discipline
— the external debt situation
— privatisation of ZCCM
— Public Sector Reform Programme
— poverty reduction
— governance issues
— aid dependency
— privatisation of ZCCM
— Public Sector Reform Programme
— poverty reduction
— governance issues, Human Rights Issues, state of emergency
— GRZ introduces: capacity building for good governance
— resumption of World Bank/IMF balance-of-payments support
— privatisation of ZCCM
— Public Sector Reform Programme
— poverty reduction
— governance issues (corruption, HR)
— regional stability
—‘renewal of partnership’
— good governance:
election administration
voter registration
level playing field
— civil society
— poverty reduction

138

+©



%% @Lﬁg RAKNER I Page 139 Wednesday, October 1, 2003 2:17 PM

Chapter 6: Aid for Reform

Economic Conditionality Exercised through the Consultative Group Meetings

At the March 1992 CG meeting the Zambian government presented a draft of
a new policy framework paper covering the period 1992-1994, essentially the
same Policy Framework Paper that UNIP had agreed to in 1991 (GRZ 1992).
The policy framework paper, and the government’s first budget (1992) were well
received for being ambitious and courageous (Times of Zambia, February 6,
1992)!. The Consultative Group meeting further commended the government’s
prompt actions in the first four months of implementing the economic restruc-
turing programme, especially the progress towards phasing out maize and ferti-
liser subsidies. But concerns were raised about the government’s commitment to
the privatisation process. The external donors urged that concrete goals be set
and monitored to allow for significant progress. The positive evaluation of the
external donors was, nevertheless, not followed by immediate increases in finan-
cial assistance. In view of a financing gap estimated at US$ 300 million as the
meeting was concluded, the World Bank urged the bilateral donors to reallocate
funding from existing programmes to balance-of-payments support.? The chair-
man of the meeting warned that:

If we cannot respond to the needs of a country whose governance and policy record sets
a standard for the region, then our own commitment to the adjustment process in Africa,
and in the region, our ability to deliver in the way envisaged by the SPA [Special Pro-
gramme for Africa] must be reassessed.’

Progress Affected by Drought

Despite the stated intentions of the MMD government in terms of economic lib-
eralisation, as well as the actual steps taken, many of the economic targets set
for 1992 were not met mainly due to the impact of the 1992 drought. Despite
the missed targets, the informal Consultative Group meeting held in December
1992 indicated that the external donors judged Zambia’s economic restructur-
ing progress positively (EIU Country Report, No. 1, 1993:7).* The govern-
ment’s spending overruns, rampant inflation and excessive expansion of money
supply were put down to the pressures caused by the drought and the civil serv-
ice salary increases (EIU Country Report, No 1, 1993:12). While the issue of
corruption as well as the slow pace of privatisation was mentioned, the main
theme was inflation that ran at 165 per cent per annum in 1992. On the basis
of these concerns, the Consultative Group meeting strongly urged the govern-
ment to put itself on a cash budget (Weekly Post, January 8-14, 1993; McPher-
son 1995).

1993 was a year of political turmoil in Zambia. The internal political con-
flicts reflected a growing scepticism with regard to the democratic commitments
of the MMD Cabinet as well as critique of the economic reform programme,

See World Bank 1992a; Norwegian Ministry of Foreign Affairs 1992; World Bank/IBRD 1992b.
The financing gap was closed later in the year, through additional funding and debt relief.
Statement by the World Bank chairman of the CG meeting, S. Denning. March 23, 1992.

The December CG meeting was an informal meeting scheduled to hear progress reports before the official
meeting in March, where pledges of funds would be made.

B

139

4~ 40




%% @Lﬁ RAKNER I Page 140 Wednesday, October 1, 2003 2:17 PM

Lise Rakner

particularly related to the effects of the agricultural liberalisation process. The
government’s external partners, however, praised the MMD government for its
commitment and achievements in the area of economic liberalisation. At the
Consultative Group meeting in April 1993, the Zambian government was com-
mended for its exemplary handling of the 1992 drought. According to the
external donors, despite the devastating drought, the government had not only
met the adjustment targets, but also implemented the most effective drought
programme in Southern Africa (EIU Country Report, 2nd Quarter 1993). The
donors lauded the bold measures introduced to eliminate fertiliser subsidies, in-
crease maize prices, decontrol interest rates, liberalise foreign exchange, and re-
duce budget deficits. But the gap between the targets and outcomes was again
marked in the case of inflation. The Zambian government had at the March
1992 CG meeting agreed to the conditions set by the IMF and the World Bank
requiring the removal of subsidies to and/or the closure of Zambia Airways.!
Despite this promise, the Zambian government continued to subsidise the air-
line through 1993. A number of donors present at the CG meeting expressed
concerns with the composition of the budget, where administrative expenses
and subsidies to Zambia Airways still accounted for exceptionally high expenses
(Times of Zambia, November 24, 1993; EIU Country Report, 4th Quarter,
1993).2

The following informal Consultative Group meeting in December 1993 indi-
cated a growing concern by the donors with the apparent gap between intentions
and actual implementation, particularly relating to the slow pace of privatisation
and the expenditure priorities of the government. However, for the first time
governance concerns overshadowed economic issues (see section below).

The Consultative Group in March 1994 displayed more positive sentiments
as the donors welcomed many encouraging developments. In terms of economic
liberalisation, the commitment displayed to combat inflation was especially
commended as well as the enhancement of institutional capacity at the Zambia
Privatisation Agency (ZPA). The continued high interest rates and the slow pace
of the privatisation programme were, nevertheless, expressed concerns. Again,
governance became the main issue of discontent, as all donors indicated that aid
withheld, frozen or suspended would be released when the reform process on
governance was moving forward with the same purpose and determination
characterising the government’s handling of the drought, inflationary control
and budget discipline.® A further indication of the international finance institu-
tions’ positive evaluation of Zambia’s economic performance was given when
the Word Bank in May 1994 granted Zambia US$ 41 million as a contribution
to the country’s commercial debt buy-back scheme citing Zambia’s ‘exceptional

1. A major concern raised by the US delegation was the US$ 31 million restructuring plan, financed by a com-
mercial credit from a Kuwaiti Bank, clearly violating both IMF and World Bank conditionality. USAID, 1994:
“Zambia: Consultative Group Meeting. Interagency Review Paper” (December).

2. See World Bank/IBRD 1993a; World Bank/IBRD 1993b; Norwegian Ministry of Foreign Affairs 1993.

3. For the first time in the history of Zambia’s Consultative Group meetings, at the March -94 meeting the fi-
nancing gap was closed by a combination of increases in donor pledges and measures by the Zambian author-
ities to reduce foreign exchange needs.
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performance’ in implementing its structural adjustment programme as the main
reason (EIU Country Report, 3rd Quarter 1994:12).

Conditionality to Forward the Process of Privatisation

More explicit conditionality measures were again witnessed at the CG meeting
in Paris, December 8-9, 1994 (World Bank/IBRD 1994c; USAID 1994). The
external donors initially requested the meeting to be postponed questioning the
government’s continued commitment to reform due to the slow progress in the
area of privatisation. In particular the donors expressed concern about the gov-
ernment’s lack of decision on the issue of Zambia Airways and the continued
role of ZIMCO, perceived as stalling the privatisation effort. The donors, led by
the World Bank, threatened to withhold US$ 60 million in balance-of-payments
support due for the last quarter of 1994 unless the airline was restructured
before the Consultative Group meeting. The domestic policy debates in Zambia
(Chapter 4) indicated that the issue of Zambia Airways was a contentious issue
and that the government had promised the unions that the airline and ZIMCO
would not be liquidated (Times of Zambia, November 11, 1994). On December
3, the Minister of Finance announced the liquidation of Zambia Airways.
Furthermore, the government indicated its commitment to close ZIMCO (The
Post, December 6, 1994). The World Bank then called for an end of year CG
meeting.! At this meeting the government reaffirmed its commitment to phase
out ZIMCO by March 1995 and to continue with privatisation. These develop-
ments, coupled with good marcoeconomic performance (inflation and interest
rates fell sharply in the second half of 1994 due to tight fiscal and monetary con-
trol) resulted in continued donor support. The meeting concluded that the sec-
ond CG meeting scheduled for the spring was no longer necessary. As a result,
the Zambian government committed itself to more frequent and informal con-
sultations with donors in Lusaka on economic management and governance
issues.

1995 was expected to be the turn-about year for Zambia’s economic reform
process. In early 1995, the Rights Accumulation Programme was scheduled for
completion. The conclusion of the RAP was supposed to be directly followed by
a new programme of policy goals agreed to with the IMF and a supply of funds
through an Enhanced Structural Adjustment Facility (ESAF). The significance of
an EASF was highlighted by the fact that Zambia was estimated by March 1995
to have accumulated enough credits to be entitled to a US$ 1.2 billion credit
from IMF enabling the country to pay back its arrears to IMF and to continued
to borrow on concessional terms (EIU Country Report, 3rd Quarter 1994:12).
The ESAF agreement meant that Zambia’s US$ 1.2 billion arrears on which
Zambia had paid 8 per cent interest would be converted into a US$ 1.3 billion
loan at 0.5 per cent interest with a five-and-a-half year period of grace before
repayment was due (Profit, January 1996). This in turn would result in Zam-

1. See “Background Paper” prepared by United States’ Delegation to Zambia’s Consultative Group meeting. Paris,
December, 1994.
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bia’s quota in IMF to rise, which determined the country’s access to IMF financ-
ing and special drawing rights. Continued progress would bring additional
support from the World Bank and the bilateral donors, in particular through in-
creased debt rescheduling from the Paris Club.!

Despite the optimistic forecasts, 1995 turned out to be the most difficult year
in the adjustment process since 1991. With a second drought affecting the coun-
try in May 1995, it could be said that, luck was again not on Zambia’s side.
However, as argued in Chapter 4, the problems encountered were also results
of poor financial discipline and poor management on the part of the govern-
ment. In view of the policy slippages that occurred in the first half of 19935,
IMF’s Executive Directory Board decided to postpone the completion of the
RAP and extend it to December 1995 (IMF 1995). While the temporary break
in negotiations was viewed as potentially dangerous for continued donor assist-
ance, a permanent break was seen as unlikely. As argued by the Economist In-
telligence Unit:

It is likely that the government will be successful in getting the Fund [IMF] back to the
negotiating table, not least because of the flurry of recent activity around the privatisation
programme. Also in the government’s favour is the fact that the IMF and other donors are
extremely reluctant to see Zambia fail. Now that the Rights Accumulation Programme
(RAP) is finished and most of the country’s arrears to the Fund are due to be cleared,
Zambia is well on the way to becoming a new model pupil in Africa. Zambia’s economic
recovery will be testament to effectiveness of the economic policy advice given out by the
IMF and other donors. (EIU Country Report, 2nd Quarter 1995:5)

The statement above proved an adequate assessment of the situation. In October
a team from the IMF visited Zambia to assess the range of benchmarks and eco-
nomic performance criteria. The aim was to enter into the Enhanced Structural
Adjustment Facility (ESAF) with the IMF, pay the US$ 1.2 billion in arrears,
which in turn would pave the way for the December 1995 Consultative Group
meeting. The work of the Zambian government was crowned with success in
early December when the RAP was finally concluded and an ESAF agreement
was signed with the IME. The new agreement secured Zambia access to IMF
funding over the next three years. The new deal with IMF quickly yielded posi-
tive results with other donors. The December 14-15, 1995 Consultative Group
meeting met Zambia’s positive progress with more pledges, although concern
was raised over the worsening social conditions in Zambia (Profit, January
1996:7).2 Donors commended Zambia for its accomplishment in terms of com-
pleting the RAP and the initiation of ESAF. The impressive progress on privati-
sation was also acknowledged, although donors emphasised the need to
privatise ZCCM. The December Consultative Group meeting indicated that
IMF and the World Bank generally were satisfied with Zambia’s economic

1. The complex, technical nature of the various structural adjustment facilities and negotiations between the IMF/
World Bank and the Zambian government add credence to a comment by the Director of USAID in Zambia
who claimed that maybe only 4-5 people in Zambia understood the actual contents of the reform programme.
Personal interview, Joseph Joe Stepanek. Lusaka, September 12, 1996. My own understanding of the issues
involved is largely owed to conversations with Hendrick van der Heijden, Ministry of Finance and Hakon
Hellebust, country economist at the Norwegian Embassy/NORAD.

2. See GRZ 1995d; USAID19935; SIDA 1995; Norwegian Ministry of Foreign Affairs 1995.
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progress. The bilateral donors shared the conclusions of the multilateral donors
in terms of Zambia’s progress in the area of economic reform, but the Consult-
ative Group meeting raised concerns on a broad range of governance issues. All
pledges were made conditional on the Zambian government maintaining the
momentum of the economic reform programme and achieving tangible progress
on several issues of governance. Thus, reminiscent of the situation at the Decem-
ber meeting in 1993, governance was made a condition for continued bilateral
balance-of-payments support—despite a consensus on the economic reform
achievements.

ATemporary Break of Cooperation with the International Finance Institutions

Within weeks of entering into the ESAF agreement with the IMF, Zambia failed
to meet six out of ten of the agreed benchmarks, as revealed by the IMF Febru-
ary (1996) review (IMF 1995b). According to the IMF, the two main reasons for
the failure of the programme were errors in the programme design and precari-
ous commitment of the Zambian authorities.! Noting the credibility problem
stemming from its mixed policy performance, the Zambian government was
urged to strengthen its financial policies and accelerate structural reforms. An
IMF staff-monitored ‘shadow programme’ was set in motion temporarily and
the mid-term review of the ESAF was postponed on request of the Zambian au-
thorities in order to correct the situation. As the new ESAF programme failed
almost from its inception, and encountering further problems of policy imple-
mentation in the early months of 1996, the Zambia government was under
heavy pressure to meet the March 1996 benchmarks. The IMF mission visiting
Zambia in February then agreed with the government to make adjustments to
earlier set benchmarks. In May 1996, the MMD Cabinet endorsed the plan for
privatising the copper industry. This decision indicated to the external donors a
significant sign of continued commitment to the economic restructuring process.
Thus, the executive directors of the IMF in July 1996 agreed that consistent sat-
isfactory performance under the staff-monitored programme, accelerated
progress with respect to privatisation of ZCCM and assurances of balance-of-
payments financing indicated that the completion of the mid-term review was
within reach.?

However, no CG meeting was called for 1996 due to the bilateral aid-freeze
in the spring of 1996 following the controversy over the signing of the constitu-
tion amendments in May 1996. The bilateral freeze of balance-of-payments sup-
port affected the Zambian reserves and the uncertain situation caused by the

1. Personal communications, E. Taha, resident representative IMF, Lusaka, December 10, 1996 and Ellah
Chembe resident economist, World Bank, Lusaka, September 9, 1996.

2. The corrective actions beginning in February were to provide the foundation for a staff-monitored programme
for 1996. This illustrates the particular relationship between the IMF and its member countries. Contrary to
other donors who may decide to suspend aid disbursements, it is only a government decision to end the rela-
tionship with the IMF that will result in a break-up of the IMF’s relationship with a member country. Eligibility
to draw on the IMF funds is however, contingent on a country clearing its debt arrears and meeting specific
performance criteria. Thus, if benchmarks are not met, a new programme is negotiated. Failure to meet the
originally set ESAF benchmarks in December 19935, therefore, meant that a new programme was negotiated
with stronger measures to make up for losses and failure the next year.
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delayed mid-term review of the IMF caused a postponement of World Bank
balance-of-payments funds as well.! A representative of the Bank of Zambia de-
scribed the situation:

In May arose the problems with the bilateral donors over the constitution and we lost ap-
proximately 210 million dollars in balance-of-payments support. The problem was of
course that external balance-of-payments support was built into our debt service. This cre-
ated problems with our creditors and it altered our foreign exchange agreement with
ZCCM. June then became a critical month. However, we were able to meet benchmarks
and the programme review was scheduled for July. By that time, the issue of the election
had surfaced and the bilateral donors were pressurising the World Bank not to disperse
their agreed funding of 31 million, which should have been dispersed in June. In the third
quarter we were expecting 45 million from the World Bank. This sum, however, was con-
tingent upon a Fund guarantee note that the programme was on course. The World Bank
was now under continued pressure from the bilaterals to withhold money and the dialogue
with the international finance institutions did not go on as expected. The World Bank
adopted a wait and see attitude. Then came the annual meeting of the World Bank and the
IMF and during the discussions it was agreed that they would give us the 45 million, but
continued funding is conditioned upon the bilaterals coming back. Otherwise our funding
would be a bridge to nowhere.?

In June 1996 the United Nations Development Programme (UNDP) warned of
the dire economic consequences that would result from aid cuts, citing capital
flights and reduced foreign direct investments, rising inflation, lower domestic
investments and declining ability to service external debt (EIU Country Risk
Service, 3rd Quarter 1996:3). But the doom scenario predicted by the UNDP
proved to be largely unfounded. Mainly due to the positive mid-term review
conducted by the IMF, largely determined by the government’s endorsement of
a privatisation plan for ZCCM and improved macro-economic performance,
multilateral aid was not affected by the punitive measures implemented by the
bilateral donors in 1996. Denying that political criteria affected its lending, the
World Bank in October released US$ 45 million in balance-of-payments support
after the positive report by the IME. As will be discussed in detail below, the con-
tinuation and increase of multilateral aid, coupled with the reduction of debt
servicing, reduced the effects of the withdrawal of bilateral balance-of-payments
support in 1996. Due to a good agricultural harvest, recovering from the 1995
drought, and growth in non-traditional exports, GDP rose by 6.4 per cent in
1996. In February 1997 the IMF completed its mid-term review of Zambia’s
economic performance and reported itself happy enough with progress to allow
the country to draw on concessional funding under the ESAF agreement. This
approval paved the way for a formalisation of the 1996 agreement with the
Paris Club of official bilateral creditors of a 67 per cent reduction in Zambia’s
debt obligations. Furthermore, the approval of the IMF paved the way for a
World Bank sponsored Consultative Group meeting, which had not been held
since December 1995.

1. Which in April 1996 stood at US$ 135 million, down from US$ 155 in March and US$ 205 in April 1995
according to EIU Country Report, 3rd Quarter 1996.

2. Personal interview, Dr. Danny Kalyalia, economic advisor, Bank of Zambia. Lusaka, January 9, 1997.
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Table 6.2: Policy based loans from multilateral institutions

Institution  Loan Requirements

World Bank 1991: Phase out maize subsidies, liberalising maize markets, limit bank
Economic Reform credits, remove tariff bans, eliminate surplus civil service staff,
Credit (ERC) announce privatisation policy, offer a minimum of 6 parastatal

companies for sale, complete studies of Zambia Airways.

World Bank 1992: Fiscal and monetary performance, harmonise sales taxes,
Privatisation and broaden tax base, reduce tariffs, retrench 10,000 civil service
Industrial Reform workers, enact privatisation law, offer additional 10 parastatals for
Credit (PIRC 1) sale, restructure ZIMCO.

World Bank 1993: Fiscal and monetary performance, reduce tariffs, develop plans for
(PIRC 1) land markets, reform Investment Act, offer for sale 60 companies,

establish Privatisation Trust Fund, study options to privatise ZCCM.

World Bank 1994: Redirect budget to social sectors (health and education), eliminate
Economic and Social  export ban on maize, create legal basis for land leasehold, and
Adjustment Credit begin sale of state owned farms, adoption of acceptable financial
(ESAC I) plan for Zambia Airways.

World Bank 1995: Consolidate improvements in macro-economic management,
Economic Recovery stimulate investment, reorient role of state in investment financing,
and Investment reform social security system, restructure and privatise ZCCM.
Project (ERIP 1)

World Bank 1996-97: Maintain a social sector budget of at least 35%, privatise ZCCM,
(ESAC 1) implement 1995 Land Act, implement National Housing Policy of

1995, amend Employment and Industrial and Labour Relations Act,
formulate policy on collaboration with NGOs in welfare service
delivery.

World Bank 1998-2001: Facilitate privatisation of ZCCM; improve performance of public
Public Sector Reform  service; promote private investment; strengthen delivery of social
and Export Promotion  services.

Credit (PSREC)

World Bank 2000: Debt relief to be spent according to a poverty reduction strategy

/IMF Heavily Indebted paper (PRSP), owned by government and civil society. Quantitative
Poor Countries benchmarks: Macroeconomic stabilisation, fiscal balance, privati-
Initiative (HIPC) sation of remaining parastatals, including Zesco, Zamtel, Zanaco.

IMF 1992-95: Restore macroeconomic stability, eliminate arrears to international
Rights Accumulation  creditors, implement Economic Recovery Programme in collabora-
Programme (RAP) tion with multinational finance institutions. Completed December

1995.

IMF 1995-97: Development of a National Poverty Reduction Action Plan; gazetting
Enhanced Structural of banking regulations, re-invigorate public sector reform; privatisa-
Adjustment Facility tion of ZCCM, Zamtel, Zesco. Not completed.

(ESAF I)

IMF 1999-2001: Macro-economic and structural reform; privatisation of ZCCM,
Enhanced Structural Zaltel and Zesco; implementation of public service reform; imple-
Adjustment Facility mentation of National Poverty Reduction Plan. Not Completed.
(ESAF 1I)

IMF 2001-2005 Support of poverty reduction strategy paper (PRSP), owned by

Poverty Reduction
and Growth Facility
(PRGF)

government and civil society. Quantitative benchmarks: Macro-
economic stabilisation, fiscal balance, privatisation of remaining
parastatals.
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ATemporary Renewal of Partnership

At the July 1997 Consultative Group meeting the donors emphasised the posi-
tive development trends in the areas of macro-economic stabilisation and
growth. The Zambian delegation’s presentation of the privatisation plans for
ZCCM and further, the plan for implementing the Public Sector Reform Pro-
gramme, were received positively by the external partners (World Bank/IBRD
1997a; Norwegian Ministry of Foreign Affairs 1997; GRZ 1997b). At the Paris
Consultative Group meeting Zambia’s major donors resumed funding and
pledged US$ 435 million for 1997 of which US$ 150 million was allocated for
balance-of-payments support. As a result, the July 1997 Consultative Group
meeting witnessed ‘a renewal of partnership’, as it was phrased by the World
Bank, between the donors and the second MMD administration (IBRD/World
Bank 1997b).

However, internal policy concerns again strained the relationship between
the Zambian government and the international donor community. Soon after
the process of bid analysis and evaluation for the privatisation of ZCCM had
been initiated, the process stalled because of the new negotiating team appointed
by the MMD Cabinet (see Chapter 4). Furthermore, due to an unbudgeted wage
increase granted the public service in the second half of 1997, the budget went
off track. The October 1997 coup d’état and the government’s follow-up to the
coup strained the relationship with the donors considerably. In the early parts
of 1998, the Minister of Finance, nevertheless, announced that an agreement
had been reached with the IMF on a second annual ESAF programme. In order
to achieve its growth and poverty reduction objectives, the Minister of Finance
announced that in 1998 the government would implement seven major pro-
grammes; the Public Sector Reform Programme, the Poverty Reduction Pro-
gramme, the Health Sector Programme, the Basic Education Sector Investment
Programme, the Electric Power Sector Investment Programme, and the Road
Sector Investment Programme. The government would also invigorate the exe-
cution of the Agricultural Sector Investment Programme, ASIP.! The Budget
Address also indicated that the privatisation of the mines was expected to be fi-
nalised in 1998 and that the government intended to make progress on the pri-
vatisation of the Zambia National Oil Company. This programme was outlined
in a draft Policy Framework paper and Memorandum on Economic and Finan-
cial Policies discussed with the IMF and World Bank. But the document was
never formally submitted to the IMF as in March the Minister of Finance was
dismissed and the new Minister of Finance, Edith Nawakwi, demanded more
time to review the programme (The Post, March 23, 1998; Inter-Press Services
March 31, 1998).

Failed Privatisation Leads to Aid Freeze

When the government and the Kafue Consortium in February 1998 failed to
finalise the transaction agreement on the main assets of ZCCM, the relationship

1. Ronald Penza’s Budget Address, January 15, 1998. For further details, see Heijden 2000:53.
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between the Zambian government and the donor community reached a new low
point. The events surrounding the ZCCM privatisation, coinciding with other
governance problems, led to a continued suspension of bilateral balance-of-pay-
ments support. As the government had failed to reach an agreement with IMF
on the second annual ESAF arrangement for 1998-2001, no balance-of-pay-
ments support from the World Bank was provided either. A positive develop-
ment relating to governance—the release of Kenneth Kaunda—nevertheless
paved the way for a May 1998 Consultative Group meeting in Paris. While
donor pledges were not in explicit terms tied to the privatisation of the mines, a
number of bilateral donors and the World Bank representative indicated that the
disbursement of the pledged balance-of-payments support would follow the sale
of Nkana and Nchanga mines (EIU Country Profile, 3rd Quarterly, 1998:9). A
growing sense of donor-fatigue was sensed at the 1998 CG meeting, according
to the Economist Intelligence Unit: “The [Zambian] government’s obvious con-
fidence that it can outsmart donors irritates them and could backfire this time
around” (Ibid.:9). The prediction proved correct. The privatisation of the mines
was not completed and as a result, in 1998 Zambia did not receive any balance-
of-payments support. Due to the set-backs in Zambia’s economic recovery pro-
gramme in 1998, it was not feasible to reach an agreement with the IMF on the
second annual ESAF programme. However, towards the end of the year an
agreement was reached on a new three-year ESAF programme for the period
1999-2001. In terms of structural adjustment reforms, the Zambian govern-
ment promised to continue its efforts to privatise ZCCM at the earliest possible
opportunity, to continue with the public service reform, to draft a National Pov-
erty Reduction Action Plan and to improve school enrolment through the estab-
lishment of the Basic Education sub-Sector Investment Programme.

ESAF Il was approved by the IMF in March 1999, paving the way for a Paris
Club meeting on bilateral debt-relief in April 1999. The launching of ESAF II
and the progress made with the privatisation of ZCCM led to a favourable out-
come for Zambia at the May 1999 Consultative Group meeting in Paris as both
bilateral and multilateral donors resumed their balance-of-payments support to
the extent that balance-of-payments support exceeded debt servicing (for the
first time since 1994). External resource transfers to Zambia more than doubled
from 1998. But in 1999, again, the gulf between the government’s economic
policy statements and implementation was displayed. The tax reductions an-
nounced in the 1999 budget, the failure to collect fees and charges and another
unbudgeted for wage increase for the public sector meant that the objectives of
the ESAF II could not be reached.

Thus, Zambia ended the 1990s with yet another unimplemented programme
agreed upon with the international donor community. The Rights Accumula-
tion Programme (RAP 1992-1995) was implemented, albeit delayed. But the
first ESAF programme 1995-1998 went ‘off track’ in the first months of 1996.
The programme was only implemented for one year (1997), as the government
failed to reach an agreement for 1998, due to the government’s failure to abide
by the commitment to privatise the mines. The second ESAF was launched in
March 1999 but the programme was off track again by July 1999. Despite a suc-
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cession of unimplemented agreements, the July 2000 Consultative Group meet-
ing held in Lusaka pledged one billion US$ in external support and indicated
that Zambia would reach the decision-point for HIPC before the end of the year
on the basis of the Interim Poverty Reduction Strategy Paper (PRSP) adopted in
July 2000." Through the heavily indebted poor countries (HIPC) initiative Zam-
bia was granted debt relief of US$ 3.8bn for a period of 20 years. Arguably,
Zambia did not reach the HIPC debt relief due to its economic reform ‘track
record’, but mainly because of policy changes within the international aid
regime. By now the HIPC process was severely criticised for being too slow. Fur-
thermore, it was not possible for Zambia to meet the debt repayment schedule
as the RAP repayments were scheduled to start in 2001. Without multilateral
debt relief Zambia would have become a defaulter almost automatically.

Despite clear limitations to effective donor co-ordination, in the early 1990s,
the bilateral and multilateral donors had reached a consensus on economic pol-
icy reform. In terms of political reform, or governance issues, however, the bi-
lateral and multilateral donors promoted very different policies, which clearly
affected the donors’ political leverage.

Political Conditionality Exercised through the Consultative Group Meetings

Governance issues were raised for the first time at the Consultative Group meet-
ing between donors and the Zambian government in April 1993. The meeting
represented a distinct shift in the relationship between the Zambian government
and its donors. So far, the relationship had been characterised by mutual praise.
This time, Zambian politicians, including the President, increasingly warned of
interference in the nation’s internal political affairs and stressed the need to pro-
tect the sovereignty of the nation (EIU Country Report, 2nd Quarter 1993;
Africa Report Vol. 38 No. 3, 1993; Zambia Daily Mail, March 26, 1993). At
the December 1993 Consultative Group meeting, the bilateral donors made
governance issues their main issue of concern and new aid pledges were with-
held pending drastic action by the Zambian government on issues of corruption
and drug trafficking within high political offices. In clear terms, the delegates of
the donor governments stated that continued balance-of-payments support was
conditioned on decisive action regarding drug trafficking which was threatening
“to turn Zambia into the Colombia of Africa” (Times of Zambia, December 185,
1993). Several representatives of the bilateral donor governments present criti-
cised named members of the MMD Cabinet. In their statements, the British,
American, German and Japanese representatives argued that the current levels
of aid to Zambia could not be sustained unless the issue of drug trafficking was
addressed immediately (World Bank/ IBRD 1993c). In his closing statement, the
Minister of Finance reassured the donor community that the problems concern-
ing drug trafficking would be dealt with by the end of January (GRZ 1993a).
At the 11th Consultative Group meeting for Zambia held on March 22-23,
1994, the 1993 conflicts appeared to be solved. According to the World Bank,

1. It happened in December 2000.
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the March meeting in Paris represented a genuine renewal of partnership (World
Bank/IBRD 1994b; Norwegian Ministry of Foreign Affairs 1994). The dismissal
of three central members of MMD, and criminal charges raised against two,
were by the donors considered as indications of firm action by the Zambian gov-
ernment. All donors indicated that aid withheld, frozen or suspended would be
released. As a result of the good progress detected in the areas of both political
and economic reforms, for the first time in the history of Zambia’s Consultative
Group meetings, the financing gap was closed.

The December 1994 Consultative Group meeting indicated that both the
Zambian delegation and its external partners were optimistic about reform im-
plementation in 1995. The meeting concluded that a second CG meeting in the
spring, as had become the practice in the past, was no longer necessary or con-
ducive. Instead, the government committed itself to more frequent and informal
consultations with the donors in Lusaka on economic management and govern-
ance issues (World Bank/IBRD 1994c). The late part of 1995 witnessed a dis-
tinct decline in the commitment to good governance by the Zambian
government linked in time to Kenneth Kaunda’s return to politics, and followed
by UNIP’s political gains in the September 1995 by-elections. Interviews with
donor representatives present in Lusaka further indicated that from mid-1995
onwards, it was increasingly more difficult to reach the President.!

At the December 1995 Consultative Group meeting in Bournemouth, the
tensions between the external partners and government over the issue of govern-
ance once again became the main issue of debate. At this meeting, serious con-
cerns were raised on a broad range of governance issues. Several of the external
partners addressed the vital links between good governance and economic
growth. The Zambian government reiterated its commitment to a constitutional
process based on consensus, free and fair elections, and an independent Anti-
Corruption Committee (GRZ 1995d). However, the frustrations felt by the gov-
ernment, and the level of conflict in the relationship between the donors and the
government at this stage, was illustrated by the opening statement of the Minis-
ter of Finance:

It is understandable why our dialogue in 1995 has focused on key points which have cre-
ated difficulties. However, it is unfair, and it grossly distorts the picture, to ignore the many
positive developments over the last year. (GRZ 1995d)

The sentiments expressed by the bilateral donors, who increasingly felt a sense
of betrayal concerning the promises made in 1991, were no weaker. As argued
in the closing remark of the head of the US delegation:

Finally, we note that these [the constitution and the voter registry] are not issues exclusive-
ly between donors and the government of Zambia. These are issues being voiced by the
people of Zambia; indeed these issues are being driven by the Zambian people. As with
the Manifesto, we support the goals being voiced by the Zambian people and will look at
our role as a co-operating partner in the light of progress to achieve their goals. (GRZ
1995¢)

1. Personal interviews, James Polhemus; Joseph Stepanek, USAID. Lusaka, September 12, 1996; Ingrid Wetter-
quist, Political and Commercial Officer, Swedish Embassy. Lusaka, September 5, 1996.
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The conclusion of the Consultative Group meeting was that the meeting of
Zambia’s external financing requirements for 1996 was contingent upon dem-
onstrated progress on key issues of governance in the areas of conduct of free
and fair elections, governmental transparency and accountability in the use of
public funds as well as some key issues of structural economic reform (The Post,
December 19, 1995; World Bank/IBRD 1995b; GRZ 1995¢e). The use of politi-
cal conditionality and threats of aid withdrawal had produced ‘results’ in 1993
when three key ministers were dismissed from cabinet positions. But on the issue
of the constitution as well as the voter registration process, the government did
not bow to the pressure and use of political conditionality by the external donor
community. During the spring and summer of 1996, a majority of the bilateral
donors announced that they were either withholding balance-of-payments sup-
port, freezing discussions on new aid grants, or cutting on-going project aid to
Zambia. All bilateral donors cited the lack of progress on good governance and
in particular the signing of the constitution banning Kenneth Kaunda from con-
testing the elections as their main reason for withholding financial support.!

Conflicts of Interests

As we have seen, the multilateral donors took a different view on Zambia’s
reform performance and for the first time since the transition a clear conflict of
interests was witnessed between the bilateral and multilateral donors in the early
parts of 1996. The World Bank and IMF saw the new initiatives in the privati-
sation of ZCCM as an indication of the MMD government’s continued reform
commitment. But after the constitutional changes in May 1996, the bilateral
donors lobbied the World Bank through their home offices to stop the release of
the first tranche of a US$ 90 million World Bank credit scheduled to be dis-
bursed in June 1996. The IMF review mission in July, nevertheless, maintained
that Zambia had met all the major economic and financial benchmarks set forth
and it was not possible to withhold funds. As a compromise between the bilat-
eral donors’ governance concerns and the economic assessments conducted by
the IMF, the Board of the World Bank decided to release US$ 45 million in
October 1996. The remaining sum would be released in February 1997, pending
a solution to the impasse between the bilateral donor community and the Zam-
bian government related to constitutional issues and the upcoming elections.
The 1996 elections did not bring a solution to the stalemate between the
domestic opposition and the government in Zambia. Furthermore, the elections
did not bring an end to the chilly diplomatic climate between the external donor
community and the Zambian government. In January, the MMD government
commenced on a process of confidence building. The first meeting between the
Zambian government and its external partners on the issue of governance was

1. The United Kingdom was the first bilateral donor to announce the suspension of US$ 10 million in balance-
of-payments support shortly after the constitution was signed into law on May 28 (ANC Network News
Harare, June 6, 1996). Norway then suspended all of its non-project aid on June 5 amounting to an annual
amount of US$ 40 million. The US followed shortly after suspending 10 per cent of its aid to Zambia on July
16 (approximately US$ 3,5 million). In the weeks and months following, Japan, the Netherlands, Sweden,
Denmark and Finland followed.
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convened by the Zambian government in London in April 1997. Again, the
Minister of Finance headed the Zambian delegation. In his speech to the meet-
ing, he emphasised the developments in the areas of improving governance is-
sues since the 1996 elections. The attempts to reach a dialogue with the
opposition, and the institutional developments particularly with respect to the
newly established autonomous electoral commission, human rights commission
and the anti-corruption commission, were emphasised (GRZ 1997b). In June
1997 the International Institute for Democracy and Electoral Assistance
(IDEA), convened a meeting between the opposition parties and the Zambian
government in Stockholm with representatives from most of the bilateral donors
as well as UNDP and the World Bank present as observers.! During this meet-
ing, the parties agreed to continue the dialogue.> The meetings between the
MMD government and the opposition were unsuccessful in terms of reaching a
consensus.® Arguably, the main result of the aborted meetings between the gov-
ernment and the opposition in late June was that the government was able to claim
that dialogue had been attempted but was prevented by the stubbornness and lack
of imagination of the opposition (EIU Country Report, 3rd Quarter, 1997).

At the Consultative Group meeting in Paris in July 1997, the donors
acknowledged the initiatives taken by the MMD government towards reconcil-
ing with the opposition through the London meeting and the attempts to follow
up on the agreement reached in Stockholm (World Bank/IBRD 1997b; World
Bank/IBRD 1997a). Expressing satisfaction with the positive developments, the
meeting concluded that the ground was laid for the donors to engage in more
active cooperation with the Zambian government. At the July Consultative
Group meeting, the donors lifted the existing aid-freeze on Zambia by granting
US$ 435 million to the country for 1997. Despite intense lobbying from oppo-
sition parties and human rights groups, including Amnesty International and
Human Rights Watch/Africa, calling for a maintenance of the aid-freeze, the in-
ternational donors decided that the MMD government should be rewarded for
the progress towards good governance (The Post, July 10, 1997). And while the
donor enthusiasm experienced in 1991 was largely gone, Zambia and its exter-
nal donors resumed ‘business as usual’ in the summer of 1997. The government
had maintained the economic reform programme, but refused to abide by the
demands raised regarding the voter registration procedure and the constitution-
al amendment process. As argued by the Economist Intelligence Unit Report:
“The government’s risky policy stand of standing firm on these issues and wait-
ing out the bilateral donor aid-freeze has paid off in a spectacular fashion” (EIU
Country Report, 3rd Quarter, 1997:9).4

1. IDEA, or the International Institute for Democracy and Electoral Assistance, is an international organisation
set up in 1995 and located in Stockholm. It is funded by 14 governments and a number of NGOs.

2. “The Stromsborg Statement on building sustainable democracy in Zambia” was signed by the opposition and
the government of Zambia. The government committed itself to initiate a dialogue which would emphasise the
design of the electoral process and increase the democratic capacity of Zambian institutions. IDEA 1997.

3. See the discussion in Chapter 5.

4. Confirming EIU’s perspective, the Zambian Minister of Finance opened his closing statement by thanking the
external donors for allowing him a good night’s sleep for the first time in many months. The comment was
revealed in a phone interview with Anke van der Hoeve Heek, Desk Officer, Zambia and Malawi, Dutch Min-
istry of Foreign Affairs, August 1, 1997.
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A Break of Agreement with All Donors

All attempts at furthering the political liberalisation process and fostering dia-
logue and reconciliation between the MMD government and the Zambian
opposition stalled in the latter part of 1997 due to the October 1997 attempted
coup d’état. The government’s follow-up to the coup-attempt, including the
arrest of opposition leaders and allegations of torture of the detained, also affect-
ed the dialogue with Zambia’s external partners. Due both to the slow progress
on ZCCM’s privatisation and the unresolved governance situation, the informal
Consultative Group meeting planned for December 1997 was postponed. In Jan-
uary 1998 the World Bank again announced the postponement of the planned
Consultative Group meeting, despite IMF’s positive mid-term review completed
in December 1997. This suggested that governance issues—and in particular the
arrest of Kenneth Kaunda that remained high on the agenda of the bilateral do-
nors—had become increasingly more important for the World Bank as well (EIU
Country Profile, 1st Quarter 1998:19). At the May 1998 Consultative Group
meeting in Paris the Zambian government promised reforms in the police and
prison services. However, the main and overriding concerns of the donor com-
munity were the failed privatisation of ZCCM (see discussion above). Bilateral
and multilateral balance-of-payments support started to arrive in 1999. As in
1997, at the May 1999 Consultative Group meeting in Paris, the concern of sta-
bility in the region was brought forth as an issue and Zambia was held out as a
stable country in a region of conflict. Nevertheless, governance issues, especially
human rights concerns and the high level of corruption remained high on the do-
nors’ agenda. The government presented for the first time a ‘nationally owned’
Capacity Building Programme for Good Governance envisioned as a basis for
the donors and government to work together to systematically improve govern-
ance. The outcome of the meeting was positive for the Zambian government as
donor pledges again exceeded the annual debt servicing requirements.

With the sale of the mines in March 2000, the focus of the donor community
shifted almost entirely from economic policy to governance issues. Reflecting
the policy changes in the international aid regime, now emphasising ownership
and participation in processes of poverty reduction, in July 2000 for the first
time the Consultative Group meeting was held in Lusaka. Due to pressure from
the donor community, and the emphasis placed on civil society participation in
the formulation of the poverty reduction strategy papers (PRSPs), the dialogue
with civil society was intensified in the build-up to the July 2000 Consultative
Group meeting. The CG meeting praised the Zambian government for having
produced an interim PRSP and for its domestic stability and constructive role in
the region’s conflicts. On this basis, and impressed with the capacity of the Zam-
bian civil society, the donors pledged US$ 1 billion pending accelerated progress
in poverty reduction, continued economic reforms and a wide range of govern-
ance issues.! These included specific demands to increase participation in the

1. The positive influence of Zambian NGOs at the CG meeting was emphasised in personal interviews with
Kikkan Haugen, Royal Norwegian Embassy, Lusaka, January 25, 2001; Besinati Mpepo, Civil Society for
Poverty Reduction (CSPR) Co-ordinator, Lusaka October 10, 2002; Peter Henriot, Jesuit Centre for Theolog-
ical Reflection (JCTR), Lusaka, October 7, 2002.

152

%




%% @Lﬁ RAKNER I Page 153 Wednesday, October 1, 2003 2:17 PM

Chapter 6: Aid for Reform

2001 election through an update of the voter-register; equal treatment of all par-
ties contesting; and concerns of civil society. According to Economist Intelli-
gence Unit’s analysis, the government’s main selling point was the significant
impact made by civil society organisations:

The only certain winners in the conditionality process that surrounds aid appear to be the
international and national human rights organisations who have made it their business to
demand governance reform and whose influence has been strengthened by their role in the
Paris Club talks. (EIU Country Report, July 2000:13)

The 2001 presidential, parliamentary and local government elections brought
forth a number of contentious issues pertaining to the MMD government’s com-
mitment to democracy and political reforms. The attempts to alter the constitu-
tion to allow Chiluba a third term in office and the establishment of the District
Administrators reporting directly to the President were the issues that generated
the most debate in the pre-election period. But in marked contrast to their sharp
reaction to the 1996 constitutional amendment process, the international
donors and the embassies in Lusaka remained quiet on the third term issue and
did not play an active part in the domestic pre-election debates. After a long pe-
riod marked by significant civil society driven opposition to Chiluba’s third term
bid, and after President Chiluba officially announced that he did not intend to
seek a third term in office, the embassies of Denmark, Finland, Ireland, Nether-
lands, Norway, Sweden, the United Kingdom, and United States issued a state-
ment supporting Chiluba’s intent to step down. At the 2000 CG meeting the
Zambian government had presented an action plan on good governance and
human rights. Observing that very few of the criteria agreed to in this plan had
been fulfilled, the bilateral donors within the European Union, nevertheless,
agreed to release funding to support the government through the Electoral Com-
mission for the 2001 elections. During interviews with the donors present in
Zambia most were very critical to the governance record of the Zambian gov-
ernment. However, many feared that without donor support, the electoral proc-
ess would become a sham.! The 2001 elections were denounced by both
international and local election observers (AFRONET 2003). In his inaugural
speech, Levy Mwanawasa condemned the role of the EU, strongly hinting that
the donors had backed his opponent Anderson Mazoka (UPND).? Nevertheless,
in March 2002 the European Union decided not to take any punitive actions
against the Zambian government arguing that the election results had not been
followed by state terrorism. As in 1997, the EU and other major bilateral donors
tied their continued aid to constitutional reform, the continued fight against cor-
ruption and an improved electoral commission.> While less blatant than in
1996, the 2001 elections displayed the limited capacity of external actors to fur-

1. Personal interviews, Kristina Svensson, Swedish Ambassador, Lusaka July 17, 2001; Helen Millen, British
High Commission, Lusaka, July 20, 2001; Anne Sofie Allarp, European Commission, Lusaka, July 24, 2001.

2. Inaugural speech by Mr. Levy Patrick Mwanawasa Wednesday 2, 2002.

3. Due to the uncertainties linked to the 2001 elections, no Consultative Group meeting was called. In July 2002,
the World Bank again called a CG meeting for Zambia and its donors in Livingstone, again with poverty
reduction as the main issue and civil society playing a vital role.
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ther democratic processes through conditionality instruments in the absence of
recipient government willingness.

Playing the External Game: The Leverage of the Zambian Government
vis-a-vis Its External Partners

The 1990s should have signified a new era in donor-government relations in
Zambia. A democratically elected government, committed to economic reform,
set out to work closely with the international donor community in an attempt
to turn the Zambian economy around. Assessing the relationship between the
Zambian government and the international donor community in the Third Re-
public, the dynamics of the relationship appear to have passed through four
stages: in the first phase, the level of enthusiasm was high, as the donor commu-
nity was eager to support the new reformist government on the basis of the 1991
Manifesto. However, the relationship moved quickly to a second stage, as it
soon became clear that the MMD government was very diverse. In this phase,
donors sought to support the pro-reform ministers in Cabinet, still within a pro-
reform partnership. Third, from 1994 onwards the relationship became charac-
terised by hard negotiations and increasing use of conditionality instruments.
This tactic was in particular evident in terms of the privatisation process, but
also with regard to governance issues. Finally, in the post-election period (1996),
the credibility of the conditionality instruments waned. The Zambian govern-
ment adopted a more and more critical and sceptical attitude towards the
donors increasingly viewing the process of policy reform as externally imposed.
The international donor community also lost faith in the effectiveness of the
conditionality-induced reform. The millennium shifts in the international aid re-
gime, focusing on debt-relief and poverty reduction, emphasising civic partici-
pation and national ownership, reflect the frustrations felt with the dual
conditionality policy of the 1990s.

Leverage in Economic Governance 1991-2001

The political transition in 1991 offered a new situation as the new democrati-
cally elected government indicated its intentions of reforming the economic sys-
tem and working with the international donor community. As argued by the
Zambian local press, for the MMD government facing an escalating economic
crisis situation the question was not whether to adopt an IMF/WB approved
structural adjustment programme but rather, which steps to take to meet the re-
quirements of the IMF/World Bank policies (Financial Mail, April 21-27,1992).
The emphasis placed on restoring Zambia’s international financial reputation
was further underlined by one observer:

Economic reform is meant to fundamentally alter a country’s growth prospects. In princi-
ple, reform is not primarily a means of satisfying external creditors. But because of
Zambia’s poor credit standing, a practical precondition for the resumption of sustained
growth is for Zambia to re-establish a reputation of responsible financial behaviours.
Thus, a major objective for the reform effort has been to gain regular access to interna-
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tional finance as due to its debt overhang Zambia could not finance its economic imbal-
ances independently of donor support. (McPherson 1995:14)

In retrospect, it may be argued that the initial period after the 1991 elections re-
flected an almost uncritical acceptance of the donor policy agenda on a number
of economic issues. In a number of areas of policy reform, particularly in the
area of trade reforms, the MMD government is regarded as having over-com-
mitted and carried out reforms too rapidly. As argued in Chapter 4, financial lib-
eralisation was carried out prior to the achievement of fiscal balance. This
increased the fiscal costs of stabilisation. According to the ESAF evaluation
(Botchwey et al. 1998) the MMD government went ahead with its decision to
liberalise the economy at an early stage against the advice of IME! Adams
argues that the government hoped to signal its commitment to economic reform
to the international donor community through decisive moves in the area of
financial liberalisation:

In the absence of other mechanisms to signal its commitment to reform, the government
chose to accelerate the liberalisation measures, even though it distorted the logical
sequence of reforms and imposed significant costs on the economy later in the stabilisation
process. (Adams 1995:738)

Adam’s argument appears plausible. During the UNIP era the Kaunda regime
failed on a number of occasions to implement the agricultural and financial lib-
eralisation measures strongly advocated by the external donors. These areas of
reform were the ones pushed most consistently by the new MMD government
almost from the start of its election period. The government used its ‘honey-
moon’ to implement far-reaching reforms in the areas of liberalisation because
these reforms would signal MMD?’s clear commitment to implement ‘new’ eco-
nomic policies in contrast to the former regime. Arguably, the main reward for
carrying out these reform measures was witnessed in the relationship to the
international donor community. The negotiations carried out at the various
Consultative Group meetings between Zambia and the external donor commu-
nity indicate that the commitment displayed in the areas of financial and agri-
cultural liberalisation was instrumental in the donor community’s decision to
reward the Zambian government with extraordinary levels of financial assist-
ance in the 1992-94 period. Similarly, in 1993 when the government accepted
the donors’ advice of implementing a cash budgeting system, a new ‘commit-
ment barometer’ was established. The adherence to the cash budget and the re-
sulting decline in inflation, became a significant policy measure in terms of
donor support. Minister of Finance Emmanuel Kasonde’s statement to parlia-
ment illustrates the importance of international credibility and the centrality of
attracting donor finance and support when presenting the 1993 Budget. Defend-
ing the decision to remove subsidies on maize meal and fertiliser, the Minister of
Finance made no secret of the main intention behind this decision. Emphasising
that the move would save the government around US$ 10 million, according to

1. This view is seconded in an earlier evaluation of the implementation of RAP (IMF 1995). Representatives of
the World Bank and IMF also raised this issue in personal interviews. Ellah Chembe, World Bank. Lusaka June
6, 1995 and E. Talia, resident representative IMF. Lusaka, December 10, 1996.
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the Minister of Finance, the main result would be the securing of an estimated
US$ 600 million in donor support required by Zambia that year (GRZ, Budget
Address 1993). Commenting on the fact that few of the economic targets set for
1992 had been met, the minister nevertheless, noted that:

Our commitment to policy reform has yielded substantial benefits already. For example,
we have been able to reactivate our Rights Accumulation Programme with the Interna-
tional Monetary Fund, which paved the way for external assistance amounting to US$ 1.5
billion. This amount is unprecedented in our history. (GRZ Budget Address, 1993)

Leverage in the Area of Privatisation

The issue of privatisation was raised in the meetings between the Zambian gov-
ernment and its external donors from the very beginning. According to observ-
ers, the urgency expressed by the donors in terms of privatisation in part
reflected the lack of results on this aspect of structural reforms under Kenneth
Kaunda. But it also reflected a desire to take advantage of the support and legit-
imacy enjoyed by MMD in the early stages of the reform period.! Reflecting the
changes from a co-operative relationship to a conditionality based relationship,
more explicit conditionality measures were utilised by the external donor com-
munity in order to push the privatisation programme forward from 1994 on-
wards. As argued in Chapter 4, the issue of privatisation only had a small group
of influential supporters in Zambia and even the Zambian business community
was divided on the issue of privatisation. Comparing the analysis of the internal
policy debates on the process of privatisation to the external debate between the
international donors and the government at the various Consultative Group
meetings, external pressure, through a combination of ‘promotion’ mechanisms,
and economic conditionality from the donors, played a significant role in terms
of moving the process of privatisation in Zambia forward. In interviews with
approximately 40 representatives of various multilateral donor organisations
and representatives of bilateral governments, all respondents cited the privatisa-
tion process as either the main, or one of two main, adjustment achievements of
Zambia during the period in question. The interviews also indicated that in
terms of donor leverage, and thus the success of their economic conditionality
policies, the progress achieved in the area of privatisation was considered the
main area of success. For the first time since coming to power, in late 1994 the
MMD government ran into serious conflict with the IMF when failing to meet
the monetary benchmarks agreed for an advancement to an ESAF agreement in
March 1995. Slippage on a number of macro-economic indicators led the inter-
national donors to question the MMD government’s continued commitment to
economic liberalisation. The new benchmarks negotiated with the IMF for the
postponement of the ESAF agreement strongly emphasised progress in the area
of parastatal reform. Incidentally, it was only when encountering these problems
that the government made the policy decision that appeared to secure progress

1. Personal communications, Oliver Campbell White, Senior Public Enterprises Specialist, World Bank, Wash-
ington DC, March 11, 1997 and Hendrick van der Heijden, External Advisor, Ministry of Finance, Lusaka,
October 28, 1996.
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in the process of privatisation, namely to liquidate the holding company,
ZIMCO. Furthermore, it was under increasing donor pressure and reduction of
funds due to governance issues that the Zambian government in 1996 officially
announced the date for the sale of the mines (ZCCM) which was set to February
28, 1997. The MMD government’s commitment to a date for the privatisation
of the mining industry in 1996 was the main reason behind the multilateral
finance institutions’ decision to continue financing the Zambian reform pro-
gramme in 1996. It was also the prospects of the sale of the copper mines, and
associated investments expected to flow from it, that induced most bilateral
donors to resume their funding to Zambia at the July 1997 Consultative Group
meeting. Similarly, when the Zambian government, to the donors’ great dismay,
failed to complete the sale of the mines in 1998, for the first time, the entire
donor community cut balance-of-payments support. It was only when the sale
of the mines was finalised in March 2000 that the donors resumed ‘normal’
dialogue with the Zambian government.

Conditionality to ‘Fend Off’Internal Opposition

The debates on the issue of privatisation in the local Zambian press suggest that
the Zambian government applied the threats made by the donors to withhold
funds to justify the unpopular decisions on privatisation to its domestic audi-
ence. This is most clearly indicated by the government’s handling of the liquida-
tion of Zambia Airways. Before the December 1994 Consultative Group
meeting, the international donor community threatened to withhold substantial
amounts of their financial support unless the Zambian government committed
to honouring the agreement reached with its external partners in 1992, The
agreement included the eradication of subsidies to the national airline and/or the
liquidation of the company. According to the external donors, the continued
extra-budgetary payments allocated to the airline constituted a central problem
in terms of attaining macro-economic stability. The pressure placed on the Zam-
bian government to reach a political decision before the Consultative Group
meeting was illustrated by the statement of the World Bank’s vice-President for
Africa, Edward Jaycox, who, when visiting Zambia in early December stated
that “the [Zambian] government has a decision to make and we expect them to
make it” (EIU Country Report, 1st Quarter 1995:10).

The question of phasing out the national airline was a problematic political
issue both due to the number of jobs affected and a sense of national pride. The
Minister of Finance made no secret of the fact that the threats posed by the
donor community constituted the main reason for the government to suspend
the airline when he told the local press that unless Zambia ‘toed the line’ in the
case of Zambia Airways, the country would risk losing not only the US$ 160
million that the donors threatened to withdraw, but the whole economic recov-
ery programme (Times of Zambia, November 29, 1994). The termination of the
government holding company ZIMCO followed a similar process. The role of
ZIMCO was raised as a concern by the external donors from 1994 onwards.
However, as late as October 1993, the MMD government ordered the Zambia
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Privatisation Agency to co-operate with ZIMCO, indicating that the political
sympathies were with the parastatal holding company and not the new inde-
pendent agency.! The World Bank, however, demanded that ZIMCO be closed
down as a condition for calling the December 1994 Consultative Group meet-
ing. In the face of threats by the donors, the Zambian delegation committed it-
self to closing ZIMCO by March 1995. After intense donor pressure, the
Zambian government was forced in 1995 to honour this commitment and dis-
solve the holding company in order to maintain the level of funding from the
international donors.? Confirming the influence of the external donor commu-
nity, the first director of ZPA (who was dismissed in September 1994) claimed
that his removal had been instigated by the donors who for a long time had
argued that the privatisation process was moving too slowly (Times of Zambia,
September 10, 1994).> The World Bank representative responsible for the pri-
vatisation exercise confirmed:

The Bretton Woods Institutions were instrumental in ZIMCO’s removal, they passed a fait
accompli to the government. The point is that MMD also wanted to get rid of ZIMCO
and we made it politically possible for them to do it earlier. With ZIMCO out of the way,
things certainly became easier for ZPA as they had easier access to information and they
were able to reduce the level of asset-stripping.*

Representatives on the Zambian side confirmed the level of donor pressure wit-
nessed in the process of privatisation. According to the second director of ZPA,
Steven Mwamba:

The role of donors has been substantial. ...Without these it would have been very difficult
to bring out quality work. ... I do not blame the donors for pushing, it is after all their tax
payers money, they must be accountable to their people.

The MMD government’s emphasis on maintaining a good relationship to the
IFIs by, at least in principle, meeting the benchmarks set marks a contrast
between the conduct of economic reform in the 1980s and the 1990s. Despite
the macro-economic problems encountered from 1995 onwards, Zambia
remained up-to-date on its external debt service payments throughout the two
Chiluba administrations.® Debt servicing was maintained despite donors with-
holding balance-of-payments support. Furthermore, the government accelerat-
ed the privatisation programme, maintained the monetary reforms and the
liberalised trade regime in 1996 despite a growing domestic opposition and the
up-coming national elections. In the eyes of the international donor community,
the progress of the economic restructuring programme therefore justified con-

1. Personal communications, James Mutale, Director ZPA 1992-94. Lusaka, October 14, 1996. This conclusion
is also reflected in a report by van de Walle and Chiwele (1994:39).

2. The external pressure as a driving force behind the accelerated pace of the privatisation programme was fur-
ther noted by Theo Bull, (ZACCI), Lusaka, January 15, 1997; Ian Fraser, external advisor, Zambia Privatisa-
tion Agency (ZPA), Lusaka, June 5, 1995; Dr. Felix Kani, Bank of Zambia, Lusaka, October 3, 1996. For
similar analyses see EIU Country Report, 2nd Quarter 1995 and Financial Times, March 4, 1997.

3. See also personal interviews with James Mutale and Steven Mwamba, successor to the directorship, Executive
Director Zambia Privatisation Agency 1994-19935. Lusaka, January 7, 1997.

4. Personal communication, Oliver Campbell White, Senior Public Enterprises Specialist, World Bank. Washing-
ton DC, March 11, 1997.

5. Although it is clear that as the RAP payments to IMF were scheduled to begin in 2000, without the multilateral
debt relief through HIPC, Zambia would not have been able to service its debt.
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tinued support to Zambia despite the regression witnessed in terms of democ-
racy and good governance. It may therefore be argued that the government used
adherence to the economic reform demands from the donor community as a
‘trump card’ before the international donors when serious conflict arose over the
issues of respect for human rights and political liberties.

Leverage in Political Governance 1991-2001

The relationship between MMD and the international donor community was
very positive in the first years of MMD?’s electoral term. The international donor
community shared the political and economic visions of the new Zambian gov-
ernment, presented in the 1991 Manifesto. The MMD Manifesto committed the
new government to accountability, to the strengthening of the legislature and the
parliament vis-a-vis the cabinet, to the party from the state, to freedom of
speech and association, as well as to adopting a new constitution based on the
principle of consensus. On the basis of its Manifesto, the MMD was given a
large electoral majority in the 1991 elections. However, the Manifesto also func-
tioned as the basic document, or ‘contract’, between the new government and
its external supporters, as it became a significant document in terms of securing
the return of high levels of financial support from the international donor com-
munity. As a result, in the conflicts unfolding between the Zambian government
and the international donor community in the period leading up to the 1996
elections, the question of adherence to the principles laid out in the 1991 Man-
ifesto became a key issue.

In retrospect, the cabinet reshuffles and the introduction of state of emergen-
cy laws in the spring of 1993 ended the ‘honeymoon’ between the domestic
opposition and the government. Maybe not surprisingly, the very same issues
changed the relationship between the MMD government and the external
donors from one of cooperation to one of conflict.

External Events Triggering Internal Policy Changes

At the airport coming home from the December 1993 Consultative Group meet-
ing, the delegation led by the Minister of Finance told the press that they had
committed themselves to attacking the problem of corruption and drug traffick-
ing, and stated that this issue would be brought before the cabinet as soon as
possible (Times of Zambia, December 15, 1993). However, the statement of the
returning delegation contrasted sharply with comments made by the Minister of
Home Affairs the previous day. When commenting on the donor ultimatum pre-
sented in Paris, Hon. Mr. Sata urged donors to stop pointing fingers at Zambia
and instead present proof of their allegations of drug trafficking (Times of Zam-
bia, December 14, 1993). Presented with the statement of the Minister of Home
Affairs at the airport, the Deputy Minister of Planning and Development Coop-
eration, Hon. Mr. Mung’omba, declared that the excuse of asking for proof was
no longer available, it was now time to act decisively on the issue of drug traf-
ficking (Times of Zambia, December 15, 1993). The decision to address the
press before officially informing the President of the events at the CG meeting
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created conflicts in the MMD Cabinet. Both the Minister of Health and the Dep-
uty Development Minister were dismissed from their cabinet positions. The
Minister of Finance ‘survived’ the reshuffles by publicly excusing himself for hav-
ing made a public statement over the issue of drug trafficking and corruption be-
fore briefing the President (Times of Zambia, January 1, 1994). However, in an
apparent response to the demands raised by the donors at the December Consult-
ative Group meeting, the Minister of Foreign Affairs, Vernon Mwaanga, as well
as the Community Development Minister, Princess Nakatindi Wina, and Deputy
National Assembly Speaker, Sikota Wina, were later forced to resign their posi-
tions pending investigations on drug trafficking (The Post, January 7, 1994).

The form of conditionality imposed through the CG meeting process became
more conflictual in governance than economic issues. This related both to the
issues and type of politicians involved. These meetings involved politicians and
MMD ministers with portfolios related to domestic and internal affairs. As a
result, the level of conflicts intensified as these ministers increasingly regarded
the donors as interfering in internal affairs. Furthermore, whereas the officials
in the ministries of finance, commerce and agriculture with relative ease could
ensure the implementation of conditions related to budget deficits and market
liberalisation, non-political issues of democracy and accountability were largely
outside their political domain (Fundanga 1996:95).

According to donor representatives in Lusaka, the late part of 1995 wit-
nessed a distinct decline in the commitment to good governance by the Zambian
government. Most saw the quality of governance as having deteriorated sharply
and linked this development to Kaunda’s return, as well as the stagnant econo-
my and increasing levels of unemployment. But whereas the use of political con-
ditionality and threats of aid withdrawal produced ‘results’ in 1993, when
several ministers were removed from Cabinet, this time the government did not
bow to donor pressure. The first informal meeting between the donors and the
government in Lusaka was convened in March 1995 and the governance section
discussed the constitutional review process, the electoral reform process, priva-
tisation of the media, and the public order act. According to one participant,
most important aspect was the fact that the meeting took place at all, due to the
sensitivity of the issues involved in terms of national sovereignty.! But one donor
representative suggested that the preparatory meetings had brought political
conditionality to the centre of domestic policy making and that these meetings
had increased, rather than solved, tensions between the partners.? As the work
on the constitutional review process increasingly became tied to Kenneth
Kaunda’s return to the Presidency of UNIP, the informal gatherings between the
donors and the Zambian government became more conflictual. Before the Con-
sultative Group meeting scheduled for December 15, a preparatory meeting
between the donors and the Zambian government was conducted in Lusaka
(December 5, 1995). Alluding to the government’s sense of frustration with the

1. Personal interview, James Polhemus, Good Governance Advisor, USAID. Lusaka, September 11, 1996.

2. “Consultative Group meeting for Zambia, Bournemouth, December 14-15, 1995”. Statement prepared for
the Zambia Consultative Group meeting by UNDP resident representative in Lusaka, Gary Davis. (World
Bank: From vice-President and Secretary. Confidential).
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increasing level of donor pressure and threats of conditionality, the Minister of
Finance, Ronald Penza, stressed the economic achievements of the government
and urged the donors to judge Zambia relative to other developing nations
which would indicate that Zambia was indeed successful both in terms of polit-
ical and economic liberalisation. When a representative of the donor community
intervened that Zambia should be judged according to the Manifesto of 1991
which constituted a contract both between the government and its citizens as
well as its external partners, the answer from a representative of government
was given in the form of a loud laugh.’

While it may be argued that the change from conducive relations to mutual
distrust related to a combination of economic slippage and reversals in the field
of political liberalisation, it was first and foremost governance issues that gen-
erated the heated conflicts before the 1996 elections. Indicating the donors’ de-
gree of involvement in domestic policy processes in Zambia at the time, many
donors present in Lusaka in 1996 expressed that they felt ‘betrayed’ by the
MMD government. Focusing on the expectations present on both sides after the
1991 elections, a representative of the Japanese government, one of Zambia’s
largest bilateral contributors, argued that:

Concerning the leverage of the donors, I think it was great in the beginning. We talked of
a honeymoon where Zambia needed us, the government was ambitious and we were pre-
pared to increase our aid. Somewhere down the middle of the road government thinking
changed and they started saying, ‘wait, this is OK but do we have to accept all advice, even
unnecessary?’ I think the honeymoon ended over the Nikuv contract [voter registration]
which became a major turning point. This crisis was amplified by the Meridian crisis.
Then everyone felt that their dream was over. That is when we started pointing fingers at
one another. I think there is a crisis of expectations on both sides.?

The comment above underscores the level of expectations on both the Zambian
and the international donor community’s side after the 1991 elections. Due to
the conducive relationship starting in 1991, based largely on MMD’s political
manifesto, the international donor community expected far more progress both
in terms of adherence to democratic principles and economic reforms from
Zambia than from ‘the average African’ country, as expressed in the Consulta-
tive Group discussions. Zambia in 1991 had represented something very differ-
ent; an ambitious agenda promising an economic turn-around within the
context of democratic governance procedures. The Zambian government for its
part had expected that some years of fiscal austerity measures and economic
hardships would present results in terms of growth, employment creation and
substantially increased levels of foreign investments. As argued by a delegate at
the December 1995 Consultative Group meeting: “The honeymoon between the

1. The level of resentment and conflict between the government and bilateral donors was further illustrated by
the Minister of Finance’s emotional response to the representative of the United Kingdom. When the UK rep-
resentative raised the issue of individual malpractice within the Cabinet, the Finance Minister responded by
asking whether donors ranted about corruption because they wanted Kenneth Kaunda back. According to
donor representatives present, the two first of a total of five local meetings were successful. After a while, the
meetings became so conflictual that the government refused to carry on with them. After December 1995, no
new meetings were called. The events of the Lusaka meetings, referred to as ‘mini-CG’s’ was revealed in per-
sonal interviews with James Polhemus and Joseph Stepanek, USAID mission in Lusaka. See also Stepanek 1999
(Chapter 7).

2. Personal interview, Mitsunori Yuuki, First Secretary, Embassy of Japan. Lusaka, August 29, 1996.
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donors and government is over. Maybe we will [now] have a more realistic
relationship based on trust”.!
But, the fact that the bilateral and multilateral donors opted for different

strategies clearly limited their leverage on governance issues.

Divisions among the External Partners

Following the bilateral aid-reductions due to the issues of governance, during
the summer of 1996 an intense debate unfolded between the bilateral donors
and the multilateral agencies of the World Bank and the IMFE. Phrasing the deci-
sion of the Board as a form of compromise, the World Bank declared that their
funding would be wasted unless bilateral assistance was resumed.? Obviously,
the clout of the bilateral aid-freeze was reduced when the World Bank Board de-
cided to release US$ 45 million in balance-of-payments support. A number of
the bilateral donor representatives argued that if the large contribution of the
World Bank had not been made available, things would have been different in
Zambia in 1996. Many bilateral donors felt that President Chiluba would have
been forced to retreat if the multilateral institutions had supported the position
taken by the bilateral donor agencies.?

The conflicts arising between the bilateral and multilateral donor community
in Zambia in 1996 also clearly illustrate the different incentives and goals facing
the multilateral and bilateral aid agencies. The Articles of Agreement of the
international finance institutions stated that their operations should not be
based on political considerations. The introduction of the concept of govern-
ance by the World Bank in the late 1980s was therefore deliberately elaborated
so as not to be defined as ‘political democracy’ associated with pluralism and
electoral rule. However, in reality, through its role as host and convenor of the
Consultative Group meetings, the World Bank also explicitly raised governance
issues. The combined effects of the continued disbursements from the multi-
lateral donors and the debt rescheduling agreements, which were not affected by
the aid-freeze, meant that Zambia’s overall balance-of-payments position was
not severely affected by the 1996 bilateral aid-withdrawals. The figures provid-
ed by the Ministry of Finance illustrates the key role played by the continued
multilateral funding for Zambia’s finances following the freeze of much bilateral
aid. The bilateral balance-of-payments support which amounted to US$ 22 mil-
lion in 1996 was more than 80 per cent lower than in 1995 and represented less
than 6 per cent of its 1992 levels. However, World Bank support in 1996 was
the highest since 1992, at US$ 190 million, “enabling the Zambian government
to weather the liquidity crisis engendered by the aid cuts” (EIU Country Report,
1st Quarter 1997:18).

1. Statement of the Irish Delegation (Brendan Rodgers): World Bank/IBRD 1995b.

2. Information on the communications between the World Bank and the bilateral shareholders and details of the
October 1996 vote of the World Bank Board was conveyed in personal interviews with Meredith Scoville,
Director USAID, Southern Africa Department, Washington DC, March 12, 1997; Phyllis Pomerantz, Country
Director Africa Region, World Bank. Washington DC, March 10, 1997 and Charles Moen, chief economist,
USAID, Lusaka, September 19, 1996.

3. However, it is unclear whether the donor representatives in Lusaka actually had the support of their own home
offices as only the United States voted against this decision at the October meeting of the World Bank Board.
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Table 6.3: Net aid transfers to Zambia 1991-1999 (US$ million)

1991 1992 1993 1994 1995 1996 1997 1998 1999

Total External Assistance 926 928 623 556 559 445 422 322 445

BoP support 586 491 299 278 304 142 120 0 176
World Bank 202 165 144 148 160 121 111 0 107
Other 384 326 155 130 144 21 9 0 69

Commodity Aid 74 246 90 26 40 34 0 3 0
Drought 16 146 40 0 40 0 0 2 0
Other 58 100 50 26 0 34 0 1 0

Project Finance 266 191 234 252 215 269 302 330 269

Debt Relief 293 551 359 260 234 310 159 122 443

Total External Financing 1,219 1,479 982 816 793 755 581 444 888

Gross Debt Service -718 -678 -522 -541 -590 -453 -376 -315 -697

Net Transfers 501 801 460 275 203 302 205 129 291

Source: GRZ: Ministry of Finance, 2000.

An additional factor facilitating the situation for the Zambian government in
the midst of donor conflict, was the reduction in Zambia’s net debt-service pay-
ments to an estimated US$ 399 million compared to US$ 519 million in 1995.
The figures presented provide a key to understanding the limits of donor condi-
tionality in terms of governance and the potential conflicts of interest between
the principles of political liberalisation and economic liberalisation. The bilater-
al donor agencies presented an unusually unified and coherent policy reaction
to the political actions of the MMD government. However, the fact that sub-
stantial amounts of their aid had been tied to the multilateral finance institutions
and the implementation of economic rescheduling programmes, at least in the
short run, rendered a purely bilateral reaction of limited effect. Representatives
of the World Bank acknowledged that it had taken a rather ‘soft” approach to
Zambia. Answering the charges made by the bilateral donors that the interna-
tional finance institutions were in fact ‘too soft’ on Zambia, the World Bank’s
principal economist for Zambia offered the following explanation:

It is true that it is unusual that the Bank and Fund are regarded as too soft. This may be
related to riding a bicycle. The phenomenon is that the economy is going along, one can
make it go better by providing a little boost and when one is not too happy one can take
the programme off for a while. This will reduce gear from 5 to 3 and the likely event is to
bring it back even higher. However, the Zambian case is one of sensation where the bicycle
cannot afford to slow down due to the incredible high debt servicing burden. The cost of
an interruption is too high, the cost of reconstruction in terms of arrears complied is un-
sustainable. The experiences between 1985 and 1987 and also in 1991 has affected every-
body and associated with that, it is not an easy thing to do as stopping [the adjustment
programme] in Zambia would mean going from 5 to minus 5 and not from 5 to 3 in terms
of complement of arrears. That is why we have got to be careful.!

1. Personal communications, John Todd, Principal Economist Macroecoomics, Southern Africa World Bank.
Lusaka, January 16, 1996.
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The Limits of Political Conditionality

As argued in Chapter 2, many studies point to the dilemmas of political condi-
tionality and the potential conflicts between the application of conditionality
and the building and consolidation of democratic institutions. The case of Zam-
bia’s dual reform processes in the period after 1991 reflects these general con-
cerns. The conflicts between the need for consistency in aid flows to sustain and
secure the processes of reform and the increasing application of donor condi-
tionality witnessed from 1993 onwards, strained the relationship between the
government and its external partners. The donor community, and in particular
the various bilateral donors present in Lusaka, judged the declining perform-
ance of the MMD government on both political and economic reforms against
the goals presented in the 1991 Manifesto. The MMD government, however,
asked to be judged in comparison with other developing nations as well as Zam-
bia’s previous economic and political record.! Echoing the sense of betrayal felt
among the international donors, a number of government officials who had
been part of designing and implementing the reform programme, expressed
anger towards the external donors as they felt MMD was being judged much
more harshly than Kenneth Kaunda had been during his 27 years in office.
The Zambian government refused to bow to the demands raised by both the
international donors and the local opposition on postponing the debate of’ the
Constitution to the next electoral term, and scraping the use of the voter registry
and instead letting people vote on the basis of their National Registration Cards.
Choosing to abide, in principle, by the conditions set as regards economic re-
forms, yet refusing to abide by the political conditionality ties, the Zambian gov-
ernment presented the bilateral donor community with a dilemma. Their use of
political conditionality and withdrawal of balance-of-payments support had not
produced the intended political response from the MMD government. By con-
tinuing and extending the withholding of financial support, the bilateral donors
faced the dilemma of causing the structural adjustment programme to default at
a time when the benefits of the privatisation of the mines was in sight. In the
press, as well as in the negotiations with the external donors, the Zambian gov-
ernment indicated that it saw its commitment to carrying out an economic re-
form programme as more important than the process of political liberalisation.
Increasingly, government representatives presented the issue as one in which
Zambia had committed itself to carrying out an economic reform programme.
From the perspective of the government, it was the bilateral donor community
who had changed their agenda along the way by deciding to also include issues
of governance. From 1996 onwards, members of the MMD government have
criticised the external actors for introducing new hurdles, for ‘blackmailing the
government to follow an external dictate’ and for ‘interfering with Zambia’s
principle rights as a sovereign nation’ (The Post, April 9, 1996; The Post, June
19, 1996; Times of Zambia, May 21, 1996). The multilateral institutions have

1. In his opening statement to the December 1995 Consultative Group meeting, this was the Minister of Finance’s
main argument, which was repeated by various members of the MMD government throughout the 1996 elec-
tion campaign (The Post, August 13, 1996).
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been portrayed as the real partners of Zambia due to their main focus on the
economic reform process.

The conduct of the 1996 elections, and the fact that the multilateral finance
institutions insisted that Zambia’s ‘economic house was in order’, to a certain
extent shifted the burden of responsibility from the Zambian government to the
bilateral donors. Given the tension between the short-term goals of debt reim-
bursement and the longer-term goal of sustained economic development, the
rhetorical question of ownership of the debt problem provided no clear answer
in the case of Zambia. The statement by the chief economic advisor at the Swed-
ish embassy illustrated the conflicts and dilemmas involved for all parties:

The whole situation is a bit absurd. The Bretton Woods Institutions are of course very
keen that we as bilateral donors pay Zambia’s debt, we are in reality paying to them. As
a result, they tend to take a much more positive view assessing the economic situation than
the bilateral donors tend to do. They [the multilateral donors] naturally want to see Zam-
bia on its feet, however, it is we that pay the credits and as a result, they gloss over eco-
nomic realities. In addition, we have an additional criterion for evaluating the results, as
we also have put in political conditionalities... Everybody will have to pave in, who is in
the driver’s seat is difficult to say.!

The quote highlights a number of the conflicting motivations and incentives fac-
ing the bilateral and multilateral donors. The emphasis on debt repayment by
its member governments has made the multilateral institutions prone to defen-
sive lending. Furthermore, the multilateral institutions have invested much
intellectual prestige in the African adjustment programmes. Bilateral donors in
the West are increasingly facing domestic parliaments demanding a stronger em-
phasis on democratic development and thus, political conditionality issues. In
sum, in terms of political reforms, the international donor community was not
able to reverse the regressive trends witnessed, in particular, from 1995 on-
wards. The influential position acquired by the World Bank witnessed through-
out sub-Saharan Africa in the 1990s was also clearly reflected in the case of
Zambia. However, despite the strong co-ordination function, in the areas of
governance stressed by the World Bank, relating to institution-building to en-
sure accountability, transparency, and the limit of corrupt practices, a positive
influence of the donors was not detected. The combined effects of the continued
disbursements from the multilateral donors and the debt rescheduling agree-
ments, which were not affected by the aid-freeze, reduced the impact of the bi-
lateral aid-freeze as illustrated by table 6.3. Thus, the aid-freeze in the 1996-98
period represents a clear parallel to the situation in the 1980s when continued
bilateral funding diluted the impact of the multilateral donors’ aid cancellations.

The application of political conditionality hinges on the credibility of the
sanctions imposed. In the case of Zambia, when the government refused to com-
ply with the demands set, the logic of conditionality implied that donors would
withdraw, reduce or suspend their aid. However, despite a surprisingly unified
bilateral donor response to the political decisions of the Zambian government,
aid was resumed after temporary reduction in 1994, 1997, 1999 and again after
the 2001 elections. Zambia’s precarious debt situation, coupled to the so-called

1. Personal interview, Christer Agren, Economic Advisor, Swedish Embassy. Lusaka, September 12, 1996.
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‘disbursement imperative’ made a real and sustained withdrawal of aid appear
unlikely. Thus, instead, the application of political conditionality backfired on
the donor community. Analysing the issues chosen in 1995/96 shows they were
not as conducive for the use of conditionality as many of the bilateral donors in
Zambia emphasised. The bilateral donors placed themselves in a corner by using
political conditionality to force through changes in the conduct of the constitu-
tional process without much thought about what would happen if the donor de-
mands were not accepted. The donors had deprived themselves of a retreat
policy. The Zambian government on its part was pressured to demonstrate be-
fore the population at large that this was a legitimately elected parliament and
sovereign nation. As a result, the decision to place specific demands on amend-
ments to the constitution left each side with limited space for manoeuvre and a
resumption of the dialogue was exceedingly complicated. As indicated by the
events taking place after the 1996 elections in Zambia, the donor community’s
implicit acceptance of election results, despite irregularities, placed both the
donors and the opposition in a trap: The donor community had lost its bargain-
ing power and the recipient government could use the legitimisation given by the
donors to suppress internal opposition.

In Zambia, the concern for the economic reform programme won over the
principle of political liberalisation and democratic consolidation. For the IMF
and the World Bank, arguably, the key credibility point was the continuation of
the process of privatisation and the continued adherence to a stable macro-
economic framework. For the multilateral institutions, Zambia’s proven ability
to carry through a conditionality programme in the context of political turmoil
became a crucial determining factor for continued support. Due to the great
stakes placed on cultivating the country as a success story of structural adjust-
ment by both the multilateral and bilateral donor agencies, withdrawal of mul-
tilateral funding was not likely unless Zambia started to slide on its debt-service
obligations. If the government was to stop meeting its debt-service commit-
ments, and thus, risk the collapse of the ESAF agreement with IMF, a real finan-
cial crisis would be looming. As argued by the Economist Intelligence Unit: “It
remains the case that the donor community in general, and the Bretton Woods
Institutions in particular, need Zambia to look successful as an example to the
rest of the continent of the workability of structural adjustment (EIU Country
Report, 4th Quarter, 1996:4).

Ownership versus Conditionality

The study of conditionality based aid to Zambia in the 1990s suggests that a
range of conflicting interests within the international donor community compli-
cated the conduct of unified action when a waning commitment to reform was
witnessed. Throughout the 1990s, bilateral donors emphasised political rights
and gave much attention to democratic reform in their aid allocations. In Zam-
bia, the bilateral donors’ focus on policy reform and issues of governance led
them to reduce aid allocations at a time when the multilateral donors claimed
that the government’s good economic reform record qualified for increases in
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donor funding. Towards the second general elections in 1996, the bilateral
donors started to openly question the multilateral institutions’ judgement of
Zambia’s economic policy record as well. The numerous different, and often in-
consistent, motivations of the various donor agencies diluted the impact of the
conditionality measures implemented. As a result, the Zambian government to
an extent succeeded, as in the 1980s, in pitting the various donor agencies
against each other.

The Zambian case study suggests that the actual effects of donor condition-
ality and monitoring through disbursements in tranches based on evaluation of
specific targets and benchmarks was not sufficient to ensure real and sustained
budgetary discipline. Referring back to the situation in the Ministry of Agricul-
ture Food and Fisheries in 1994 when the funding allocated for the purchasing
of maize as a buyer of last resort was not forthcoming as it had been spent
beforehand, the former Minister of Agriculture Simon Zukas stated that:

[TThis government is in receivership, and IMF is the real creditor. This has dictated the
pace on the structural adjustment programme, and if you do not bother with [adjustment]
criteria there will be problems. However, these guys [the international finance institutions]
look at revenue, they do not see what happens at the ministerial level. The point is that
the budget which we spend months preparing and debating is a useless document as it does
not get supplied. There is complete compression. Salaries gets dispersed, but ministerial
programmes do not get funding in order for government to meet the benchmarks.!

Similar sentiments were expressed regarding lack of budgetary discipline despite
seeming to adhere to a cash budget and the macro-economic benchmarks set by
the donors. The problems of lack of budgetary discipline also affected the bilat-
eral donors. As argued by the economic advisor of the German government:

Coming to 1997 it is our view that the budget situation is not a sane one, budget discipline
is not being observed. Through our bilateral cooperation project we have been supporting
Lusaka Sewage Company for more than a decade. However, this last year the Zambian
government has not paid their water bill, as this payment was suppressed in order to bal-
ance the budget. But a budget is not in balance if you do not pay your bills, it is like shop-
ping and refusing to pay and claim you have saved money. ... The simple idea that if you
do not have money you cannot spend is not adhered to.?

With hindsight, the commitment to both the political and economic processes of
reform waned within the MMD government mid-way through the first electoral
term. For a number of reasons, Zambia returned to the ‘politics of the past’, in
which the performance at CG meetings entailed making promises with no inten-
tions of sticking to them. Both in the 1980s and 1990s, Zambia’s political and
economic development policies appear driven by donor funding rather than
domestically formulated development concerns. The privatisation of the mines
that dragged out for a decade illustrates both the effects and limits of donor con-
ditionality in the absence of a firm and strong government commitment to the
reform measures.

1. Personal interview, Simon Zukas, Minister of Agriculture 1993-1996. Lusaka, December 13, 1996. See Chap-
ter 5 for a discussion of these issues.

2. Personal interview, Axel Zeidler, First Secretary, Embassy of the Federal Republic of Germany. Lusaka, Jan-
uary 15, 1997.
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Conditionality and the Partial Reform Syndrome

New evidence on aid effectiveness indicates that aid transfers to date have been
ineffective both in promoting growth and in inducing policy reform except in
good policy environments. The Zambian case supports these findings. In the
1980s, the Bretton Woods Institutions reduced and eventually suspended their
aid to Zambia as they felt that Zambia’s economic policy response was inade-
quate. Yet, bilateral donors maintained a high level of support, and even in-
creased it. In the 1990s the positions were reversed as over several years the
Bretton Woods Institutions expanded—and subsequently largely maintained—
their aid, while bilateral donors curtailed their assistance and phased out their
balance of payment support because of what they perceived to be inadequate
political governance. In the event, the efforts by Zambia’s divided donor coali-
tion to induce the government of Zambia to strengthen its economic and polit-
ical governance were not successful. Over time, the MMD government’s
commitment to both political and economic reforms waned and donor finances
and donor conditionality proved unable to stem the waning reform commitment
witnessed from 1995 onwards. Reflecting continuity rather than a shift of prac-
tices, arguably, a partial reform syndrome was maintained and supported by the
inability of donors to apply the conditionality instruments in a coherent manner.
Considering Zambia’s dire economic situation in 1991 and the complete
run-down of the country’s foreign reserves and food reserves, it may be appro-
priate to ask whether the large civil service, as well as the loss-making mines and
national airline, could have been supported in the absence of increased bal-
ance-of-payments support from the donor community. A number of Zambian
businessmen suggested that the abundance of aid in the 1991-1994 period in
fact hindered real economic adjustment as the high aid levels made it possible
for the MMD government to postpone difficult decisions.

The ‘non-reform paradox’ of more and more conditions leading to less and
less effective conditionality was clearly illustrated in the much delayed processes
of privatising the mines and reforming the public sector (Gordon 1993; Collier
1997). These processes were half-heartedly pursued by the two Chiluba-admin-
istrations in order to fulfil Consultative Group meeting demands rather than be-
cause these reforms were part of a domestically formulated development
strategy. The Zambian case study indicates an absence of genuine policy learn-
ing and that commitment to reform was at best thin and confined to a few po-
litical leaders. The shallow support-base for reform explained why the reform
processes and commitment to these processes regressed with only a few changes
in the Cabinet. The process of aid, and in particular adjustment aid, shows that
the Zambian government was essentially a passive participant and the larger
population completely absent.

On the basis of the political impasse between the donors and the Zambian
government in 1996, the words of President Chiluba in his book published in
1995 sound like a tale from a different country and continent:

So, far from the external financial relationship being in contradiction with democratisa-
tion in Zambia, the international sources of funds are, for the time being showing a will-

168

%




%% @Lﬁg RAKNER I Page 169 Wednesday, October 1, 2003 2:17 PM 648

Chapter 6: Aid for Reform

ingness to support the trends of democracy. ... In a sense these international institutions’
own reputation is at stake in a country like Zambia, for they have an interest in seeing the
success of an economic and political trend which they and their chief backers among the
Western governments have explicitly encouraged. (1995:140-141)

President Chiluba’s remarks underscore the ideals shared by the MMD govern-
ment and its external partners at the outset in 1991. Indeed, the relationship be-
tween the government of Zambia and the international donor community both
during the transition in 1991 and in the first years of MMD rule was very con-
ducive. The visions of the new Zambian government, as presented in the MMD
1991 Manifesto, were shared by the external donors. However, the honeymoon
between the Zambian government and its external partners came to an end in
1995, primarily due to governance issues. While, in theory, political and eco-
nomic liberalisation were regarded as mutually reinforcing processes, in reality
they were seen as conflicting and open to manipulation as the second elections
approached.

From the perspective of policy change, this analysis has indicated that the
role and influence of the external donor community was instrumental. Similar
to the developments within the process of privatisation, other areas of the Zam-
bian economic reform agenda follow a pattern of a formal agreement being
reached between the government and its international partners, although, little
or no progress is witnessed until pressure is put on government before the up-
coming Consultative Group meeting. The correlation between discussions at the
Consultative Group meeting and domestic policy action was also evident in the
areas of inflationary control, the implementation of the cash budget and revenue
collection. However, while the government moved fast to implement the finan-
cial and agricultural liberalisation measures, the progress of privatisation was
very slow until 1995. Similarly, it was only after considerable donor pressure
that the government in 1995 put emphasis on social sector reforms and service
delivery. The public sector reform programme was postponed. Only in 1996 did
the Zambian government make a decision to accelerate the pace of the privati-
sation of the mining industry in the face of increasing criticism from the donor
community on issues of slipping financial discipline and governance. By strongly
‘marketing’ its commitment and capacity in the area of privatisation, arguably,
the government ‘gambled’ that their (temporary) cancellation of the public sec-
tor reform programme in 1996 and again in 1998 would go unnoticed, despite
this reform being a core element of the structural adjustment programme on
which the ESAF agreement was contingent.

The objectives of the economic reform agreements between the Zambian
government and its donors were articulated in Policy Framework Papers that
were drawn up collaborately between the Zambian government and the staff of
the World Bank and IMF. Yet, underscoring the limited domestic ownership of
the reform processes, when completed these documents were submitted to the
executive directors of WB and IMF. They would typically not be submitted to
the Zambian parliament, nor would they be published.! Similarly, during the

1. See Heijden (2000). The Policy Framework Paper was published in Zambia for the first time in 1999-2001
and was also placed on the IMF website.
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two MMD administrations, a number of commissions and special institutions
were created as part of the structural adjustment agreements with the interna-
tional donors, such as the data monitoring committee with the Ministry of Fi-
nance, and the external debt working group within the Bank of Zambia.
However, much of the work of these committees was directed towards monitor-
ing progress related to the IMF benchmarks, much less to providing internal pol-
icy advice (Heijden 2000). In light of the substantial aid and the aid agreements
reached between Zambia and its external partners in the period 1991-2001, a
long-serving external advisor to the Zambian government concludes:

It is surprising that the donor community provided as much assistance as it did in the nine-
ties, particularly in light of the perennial frustrations of donors when seeing mutually
agreed-upon objectives either not being adequately pursued or achieved by government.
Macro-economically, the impact of aid was nothing more than reducing the rate of eco-
nomic and social decline in Zambia—the effectiveness could have been much higher if do-
nor co-ordination had focused on fewer and more central conditionalities. (Ibid.: Ch. 4:67)
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Political and Economic Liberalisation in Zambia
1991-2001

The time has come to conclude the analysis of Zambia’s political and economic
reform processes in the 1990s. After the 1991 transitionary elections, Zambia
appeared ready to embark on a new economic and political development trajec-
tory as the elected government promised to work with its international partners
to implement growth oriented economic policies. After a decade of reforms,
what can be concluded about Zambia’s dual reform processes? In this conclud-
ing chapter the main findings of the analysis of Zambia’s dual reforms 1991-
2001 are presented and discussed in a comparative perspective. The first section
summarises the main findings of Zambia’s economic and political liberalisation
1991-2001. Secondly, the policy negotiations between the MMD government
and the domestic interest groups, and between the government and its external
partners are presented. The final section discusses the endurance of neo-patri-
monial aspects of rule in the context of political and economic reform.

Political and Economic Reforms 1991-2001
The Economic Reform Record of the MMD Government

The economic policy changes implemented in the first years after the 1991 elec-
tions were expected to signify a major shift in Zambia’s economic policy regime.
However, the analysis of economic reform implementation has shown that the
notion of discontinuity from the policies of the Kaunda era should not be over-
stated. A degree of continuity in terms of uneven implementation and limited
commitment to policy reform has been witnessed since the mid-1990s. After
almost a decade of continuous structural adjustment programmes, the record of
Zambian policy reforms in the 1990s is complex and mixed. On the one hand,
during the 1990s the foundations were laid for a shift from a state oriented to a
market based economy. Most importantly, despite several exogenous shocks
and uneven implementation, none of the reform measures implemented have
been reversed. On the other hand, several key reforms were not implemented,
including civil service reform, and the privatisation of the copper industry. The
MMD government displayed genuine commitment to liberalisation and stabili-
sation with the implementation of the cash budget, the establishment of Zambia
Revenue Authorities and the freeing of exchange controls as significant exam-
ples. However, commitment to structural reforms and a long-term strategy of
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growth was not displayed. Commitment to a long-term strategy of growth
would have included a proactive position on the mines from the very beginning
as well as a strategy to enhance tourism and non-traditional agriculture (Rakner
et al. 2001). A strategy of growth would also have entailed restructuring the
public service. In the second election period (1996-2001) public service reforms
came to a complete stop despite the fact that these reforms had constituted a
major part of every aid agreement between the Zambian government and the
World Bank and IMF in the period 1991-2001. Similarly, investments in agri-
culture and tourism depended on investment capital, which, apart from donor
funds, only could have come from a reinvigorated, privatised mining industry.
But the privatisation of the mines was only finalised in 2000, after a process that
left the mines with huge debts and the government with very little credibility.
The main assets of Zambia Consolidated Coppermines (ZCCM) were finally
sold to Anglo-American Corporation in March 2000; only to be handed back
to the Zambian government two years later as Anglo-American Corporation in
January 2002 announced its intention to terminate its main mining operations
in Zambia.!

Over time, the MMD government’s commitment to economic liberalisation,
and the economic agreements entered into with its international partners,
waned. Almost all the major reform processes were implemented in the first
election period. The second Chiluba administration witnessed little progress in
terms of economic policy reform. From the mid-1990s onwards, MMD’s in-
creased domestic borrowing indicated a waning commitment to fiscal discipline.
Largely ignoring the cash-budget, supplementary budgets increased the spend-
ing of the Presidential Office in particular. Furthermore, numerous government
interventions in agricultural marketing suggest that the government’s stated
commitment to agricultural liberalisation in reality was shallow, particularly
during times of elections. But reform commitment should be disaggregated (van
de Walle 2001; Rakner et al. 2001). Commitment to economic reform varied
across issues as well as across parts of the MMD Cabinet throughout the 1990s.
Public debates in Zambia suggest that the MMD government was never united
on the issue of privatisation. The reactions to agricultural liberalisation from
various ministers suggest that few in the MMD government had considered the
implications of agricultural reforms. Similarly, there was very limited support in
government for public sector reform throughout the two election periods.

In his analysis of economic reform implementation in sub-Saharan Africa,
van de Walle (2001) notes that across the continent policy makers are still not
convinced of the virtues of economic reform. Van de Walle identifies a marked
ideological resistance to economic reforms despite the fact that African govern-
ments have sought to implement these reforms for close to three decades. Expe-
riences with economic reform implementation in Zambia in the 1990s fit this
general picture. In many ways, it is surprising that after ten years in office, and
despite MMD’s majority in parliament, only a partial and fragile consensus has
emerged on the appropriateness of the (limited) policy changes that have taken

1. These conclusions are partly based on Rakner, van de Walle and Mulaisho (2001) and Brautigam, Rakner and
Taylor (2002).
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place. The civil service, parastatal companies, the parliament, the MMD party
and cabinet still display a marked resistance to economic reform. By 2001 it
could not be argued that liberal economic reforms had strong support in the
Zambian government. To illustrate, in February 2001, President Chiluba told a
meeting in Ndola that the government would contest the sale of the remaining
large parastatals, because the government considered these firms to be vital to
the security of the country (EIU, May 2001:10). The sale of the remaining par-
astatals figured centrally in both the second Enhanced Structural Adjustment
Facility (ESAF II) and the Heavily Indebted Poor Country Initiative (HIPC)
agreements between the MMD government and the international financial insti-
tutions. As a result, IMF requested government to confirm its policies of priva-
tisation. At this point, the Zambian Minister of Finance restated Zambia’s
commitment to privatisation in a letter to IMF (The Post, March 30, 2001).
However, in the period after the 2001 elections, opposition to privatisation has
intensified. After a heated parliamentary session, President Mwanawasa recent-
ly told the international donors that Zambia at this point in time would not go
ahead with the sale of the remaining parastatals (The Post, January 14, 2003).
Much of the public scepticism is related to the way the MMD government han-
dled the sale of the main economic assets, Zambia Consolidated Copper Mines.

Despite MMD’s pro-reform election manifesto, its electoral majority, and a
donor community eager to support ‘an African reform success’, economic re-
forms in Zambia in the 1991-2001 period can only be characterised as partially
implemented. Towards the closing of the millennium, public sentiments both in
Zambia and the OECD countries turned against many of the economic reform
measures promoted by the international financial institutions. Yet, most of the
reforms considered to have caused Zambia’s negative growth rate in the 1990s
(and 1980s) either were not implemented at all or in a partial and haphazard
manner. The partial implementation and waning commitment to reform wit-
nessed in the process of economic liberalisation were also seen in the area of
democratic reform.

MMD’s Democratic Reform Record 1991-2001

The 1991 democratic transitions were expected to enhance the powers of soci-
etal interest groups and the legislative branch of government. These reforms
were also expected to strengthen the influence of institutions promoting hori-
zontal accountability, such as courts, auditor-generals, and anti-corruption
units. Thus, the democratic reforms were envisioned to reduce the powers of the
executive office. But, as in the case of economic reform implementations the
analysis of political reforms in Zambia 1991-2001 has suggested that the dis-
continuity from the policies of the Kaunda era should not be overstated. While
multiparty elections were held in 1991, 1996 and 2001, the quality of political
governance in Zambia declined within a few years after the 1991 transition. The
MMD government’s commitment to democratic reforms waned in 1993 linked
to the power struggles within the party that saw veteran politicians from the
UNIP era gradually seize power. As MMD started to consolidate its power-base
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and Kenneth Kaunda re-entered Zambian national politics, regard for civic lib-
erties, basic human rights and democratic principles declined. The conducting
of the important second elections in 1996 proved that MMD was willing to
undermine its opponents by undemocratic means. The 2001 elections again
showed that the Chiluba government attempted to compromise the rule of law
when a campaign to allow Chiluba a third term as president was set in motion.
Unlike the 1996 constitutional amendment process that denied Kenneth Kaunda
the possibility of contesting the presidential elections, in 2001 the constitution
was not altered. Nevertheless, the third term debate and the conducting of the
2001 electoral campaign underline the weakly institutionalised character of
Zambia’s multiparty democracy.

After a decade of continued multiparty democracy and three consecutive
presidential and parliamentary elections, the Zambian democracy is far from
consolidated. Contrary to expectations, in the 1990s, the separation between
the incumbent party (MMD) and the government became increasingly more
blurred. Despite the stated intention in 1991 to reduce the powers of the presi-
dency, the powers of the executive office increased. Indications of increased
executive dominance were witnessed in the establishment of the presidential dis-
cretionary fund in 1998 and the institution of District Administrators in 2000.
Moreover, ten years of political liberalisation did not bring about opposition
parties capable of challenging the ruling party or offering the voters an alterna-
tive to the policies carried out by the MMD government. The capacity of the
political opposition and civic associations to shape the political agenda was lim-
ited further.

Observers of Zambia’s democratic development have characterised the gov-
ernance practices of the MMD government as a reversal to the policies of the
one-party state (Joseph 1999; Burnell 2001). Such observations miss the novelty
of current governance debates taking place in Zambia and across sub-Saharan
Africa. Now political leaders increasingly feel obliged to frame their political
ambitions and motives within the parameters of multiparty democracy. In the
1990s, elections were held in Zambia, but provisions for a so-called level play-
ing-field were not in place in 1991, 1996 or in 2001. The politicisation of the
constitution as witnessed in 1996 and partly in 2001 represents the exact oppo-
site of institutionalisation of democracy—a process implying that institutions
are maintained even if the incumbent is negatively affected. However, as with
economic liberalisation, it cannot be argued that the political liberalisation
process was reversed to the extent that multiparty politics was discontinued. As
with economic reform, democratic governance in Zambia in the 1990s has re-
mained in a ‘grey zone’, a situation of partial reform (Carothers 2002).

Reform Implementation as Two-Level Games between Domestic
and External Actors

Research carried out by the World Bank has shown that the rates of return for
World Bank projects are correlated with the indices of political and civil rights
collected by Freedom House (Pritchett 1998). The Zambian experiences wit-
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nessed over the last decade support this general finding. The original reformist
cabinet of the MMD was committed to both economic and political reform, and
the commitment to political reform and at least part of the economic reform
process waned at the same time. The new politicians who replaced the original
reformist cabinet have viewed both economic and political reform with much
less enthusiasm. From the mid-1990s onwards, economic policy making by the
MMD government became subordinated to political objectives, most notably,
winning the 1996 and 2001 elections. Yet, despite the lack of economic growth
generated, and the fact that no sectors of society had emerged as clear ‘winners’
of the economic reform measures implemented, neither the 1996 nor 2001 elec-
tions witnessed a party or politicians lobbying for a return of the controlled ex-
change rate regime or protection of local industry. As a result, both the 1996 and
2001 elections represented a significant departure from the Zambian policy de-
bates in the 1980s when opposition to the various structural reform pro-
grammes had centred around the desirability of economic reform programmes
as such.

The political and economic liberalisation in Zambia has been analysed as a
two-level game between three sets of actors: domestic interest groups, the gov-
ernment, and the international donor community. Based in pluralist theory, the
two-level game perspective envisioned the domestic game between the govern-
ment and the domestic interest groups representing key sectors of the economy
to largely determine the negotiations in the international policy game between
the government and its main international partners (Putnam 1988).

The Domestic Policy Game and the Decline of Interest Group Influence

In the early 1990s a new theoretical perspective emerged arguing that economic
and political reforms could be implemented simultaneously. The dual reform
perspective assigned a vital role to civil society associations, arguing that partic-
ipation by social groups would ensure ownership, credibility and sustainability
of the reform processes. Emerging research began to suggest that growth-
enhancing relationships between business and government would be facilitated
by political liberalisation. With a theoretical foundation in public choice litera-
ture, the dual reform perspective saw successful reforms as a process of creating
winners of economic reforms before potential losers were able to mobilise
against the reforms. Critical voices, however, argued that the economic reform
process would be undermined by the political reform process as the democratic
powers of societal groups would force democratically elected governments to
cancel economic reforms. Furthermore, as democracy implied the transfer of
powers from the executive to the legislative branch of government, the auto-
nomy of the executive to design and implement economic policies would be re-
duced.

The analysis of political and economic reforms in Zambia in the 1990s has
shown that, contrary to expectations, the influence of interest associations
representing key sectors of the economy declined with the introduction of polit-
ical liberalisation in 1991 due to the combined effects of economic and political
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liberalisation. In each case, the unions, farmers and business associations had to
adjust to the transition of the regime from state corporatism to a form of plu-
ralism. However, the circumstances around their reduced political influence
were unique to each sector.

The Declining Role of Labour

Zambia’s labour unions were considered the potentially most important associ-
ation due to their historical role as a major oppositional force under the previ-
ous regime and because of their ties to the government through the President.
However, MMD deliberately adopted a non-consultative line with the unions.
Chiluba’s trade union background provided MMD with initial support and
extensive knowledge of the union movement. The reduction in formal sector
employment from 400,000 to 150,000 and the constant reduction in civil serv-
ice employment and benefits go a long way to explain the weakened position of
labour. In addition, MMD deliberately ignored ZCTU. Split into two trade
union congresses since 1998, the Zambian trade unions are no longer influential
in contemporary Zambian policy debates. Perhaps more surprising than the ef-
fects of economic liberalisation on trade union strength was the fact that the
process of political liberalisation served to weaken the position of labour. The
great number of new political parties and outspoken NGOs emerging after the
political changes in 1991 resulted in a ‘crowded’ public arena which made it dif-
ficult for labour to publicise their position and views.

The Limited Role of Business

The business sector was envisioned to be among the main ‘winners’ of the dual
reform processes, both due to the strong presence of former businessmen in the
new parliament and cabinet, and their marginalisation under the former regime.
Despite the government’s harsh response to other critics, the government did not
respond with repression to the views of business. Generally, however, the gov-
ernment did not respond to business at all. The Zambian business sector lacked
institutional capacity and strength to maintain measurable pressure on the gov-
ernment. The area of economic liberalisation that the MMD government imple-
mented in a relatively consistent manner was trade liberalisation. Comparative
research indicates that in the short run, trade liberalisation seldom makes local
industry more competitive; as the Zambian case illustrates, without time to
adjust, businesses simply fail (Brautigam et al. 2002:542). The expected winners
from trade liberalisation are export oriented businesses. As witnessed in the
Zambian case, few local businesses were in this position at the time the adjust-
ment process was initiated. The effects of political pluralism with respect to
business echo the experiences of labour: with a membership comprising less
than 20 per cent of those in formal employment, electoral policies contributed
to MMD?’s neglect of business interests. The interests of private business, there-
fore, did not constitute an electoral threat or useful political allies for President
Chiluba and the MMD government. The increasing executive dominance and
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the blurring of state-party lines hurt business in particular, as most businesses
simply could not afford to be seen as too critical to government. In the Zambian
case, the weakness of the private sector vis-a-vis the state bureaucracy, and the
fact that the reforms did not provide new ‘winners’, meant that a growth coali-
tion could not be created. The second Chiluba administration saw the virtual col-
lapse of both the economy and the relations between government and business.

The Lack of Agricultural‘Winners’

In Zambia, as in sub-Saharan Africa as a whole, both academic scholars and
donors expected agricultural producers, particularly small-scale farmers, to be
among the main ‘winners’ of the economic restructuring measures. But no large
sector of agriculture emerged as ‘winners’ of the reform processes and thus, as
potential constituencies of support for the government. Neither the Zambian
National Farmers Union, the Zambian Co-operative Federation nor the new
peasants and farming associations emerging after 1991 could claim to represent
a broad segment of agricultural producers. Due to the weakness of associations,
the opposition to agricultural policies was not primarily mounted by the interest
groups, but by more distant and populist sources like the press and MPs repre-
senting rural constituencies. As the speakers on behalf of agricultural producers
did not necessarily represent the bulk of the producers, there were few incentives
for consultations for the Zambian government.

The implementation of economic reforms in Zambia in the 1991-2001 period
reveals the problems of generating winners of reform policies within Africa’s
weak economic and institutional structures. More than any other sector, agricul-
ture underscores the barriers economic reforms come up against in generating a
political support-base (Herbst 1993; Callaghy and Ravenhill 1993; Sandberg
1990). The Zambian case fits a scenario reported from across sub-Saharan Africa.
Echoing experiences in the Second Republic (Sandberg 1990) and Ghana (Herbst
1993), because of poor infrastructure in the rural areas the potential benefits of
liberalised prices did not benefit rural producers who were unable to reach a mar-
ket with their produce.

Reforms, but No Winners?

Few studies have focused directly on business associations in Africa, but those
that have have generally come to pessimistic conclusions on the potential for
forming growth coalitions (Brautigam et al. 2002). The business community’s
ambivalent responses to economic reforms, as well as its weakness of organisa-
tion were noted in the case of Ghana (Herbst 1993:54-5) and Nigeria and Tan-
zania (Heilman and Lucas 1997). The experiences of the Zambian business
community with dual reforms in the 1990s support these analyses. The weak-
ness of the private sector vis-a-vis the state bureaucracy meant that the growth
coalition envisioned in the early 1990s could not be sustained. The Zambian
interest associations’ limited institutional capacity reduced their ability to main-
tain measurable pressure on the government. Echoing findings from compara-
tive case-analyses by, among others, Moore and Hamalai (1993) and Herbst
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(1993), an important factor further undermining the collective strength of busi-
ness was the fact that the business sector in Zambia, similar to labour, was un-
able to provide unified support for or opposition to the economic reform
measures.

The Zambian case demonstrates the ability of democratically elected govern-
ments to implement thoroughgoing economic reforms despite the protests from
centrally placed interest groups, including unions. The ability of democratically
elected governments to implement economic reforms despite the protests from
centrally placed unions has also been noted in comparative studies from Poland
(Nelson 1994b; Kochanowicz 1994), Peru and Argentina (Roberts 1995),
Mexico and Argentina (Gibson 1997), Brazil (Geddes 1994a), as well as other
sub-Saharan African nations (Herbst 1993; Leith and Lofchie 1993). However,
the split experienced by the Zambian union movement along the lines of public
and private sector unions serves as a rather unique example of how dual proc-
esses of political and economic liberalisation may undermine formerly key civil
society associations.

Reform Paradoxes

The Zambian experiences with simultaneous political and economic liberali-
sation highlight a flaw in the dual reform literature that, based in pluralist
theory, assumes that certain groups will emerge as reform ‘winners’ and others
as ‘losers’.! Firstly, neither Zambian business, labour nor agricultural interests
could be considered (or indeed, considered themselves) to be ‘winners’ in the re-
form process. While some reform measures possibly benefited a sector as a
whole, other measures hurt some sectoral interests and benefited others. As a re-
sult, no sector has emerged that could be characterised as a new constituency in
favour of the economic reform policies. Secondly, the racial dimension chal-
lenges the expectation that reform winners can become political constituencies
for the government (Taylor 2003). In Zambia the groups that benefited most
from the reforms implemented since the early 1990s were the politically least
useful—Asian and white farmers and business owners who are few in number
and historically favoured by the former colonial policies. By questioning the as-
sumption that political liberalisation will enhance the position and influence of
economic interest groups, this case study connects with an emerging literature
arguing that interest groups have not played a determining role in undermining
economic reforms. This literature has tended to dismiss the focus on interest
groups and argue that in general, the interest group perspective has overstated
the role of associational groups in Third World countries (van de Walle 2001;
Geddes 1995). However, deviating somewhat from this argument, the analysis
of Zambian dual reform processes in the 1990s has found that, paradoxically,
Zambian interest groups had some real influence under the former one-party
structures and that this influence has been reduced as a result of the combined
processes of political and economic liberalisation.

1. This argument was first developed in Rakner (2001).
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For economic interest associations to influence policies as envisioned in the
pluralist notion of ‘winners’ and ‘losers’, the political arena must provide chan-
nels through which interests can be aggregated into the competitive political
processes. In Zambia no links were formed between economic interests and the
party system. Party formation and politics centred around issues of personalities
and individual ambitions. The majority of the parties established in Zambia
between the 1991 and 2001 elections formed behind a leader-figure who usually
contributed the bulk of the finances the party was in control of. The various par-
ties could not be separated along ideological or programmatic lines. Despite the
growing opposition to economic reforms, all parties in the 1996 and 2001 elec-
tion campaigns vowed to continue the current economic policies, albeit manage
these policies better than MMD. As a result, the Zambian parties represented in
the 1996 and 2001 elections failed to offer the electorate distinctive choices con-
cerning the dimension of economic policy (Rakner and Svdsand 2003). The lack
of alternatives presented by the opposition parties, and the large number of par-
ties, may explain why Zambian interest associations did not endorse an alterna-
tive party to MMD. Thus, while pluralism in Zambia challenged the state
corporatist ties between the government and certain interest associations, this
opening did not provide interest associations with new channels into the politi-
cal system.

Autonomy—~From Whom?

Contrary to the most pessimistic observers of dual reform processes, interest
group pressure and protest did not compel the Zambian government to increase
spending in order to maintain its popularity. Yet, throughout the 1990s the
MMD government increased public spending, largely to the detriment of the
Zambian population. Most of the excess spending went to the ministries of de-
fence, foreign services and the office of the president. Zambian interest groups
were too weak to challenge the MMD government’s economic policies. They
were also too marginalised and lacking in political channels to stop the regres-
sion in MMD?’s governance practices witnessed from late 1993 onwards. The
analysis of Zambia adds credence to comparative analyses of, among others,
Bates and Krueger (1993), Geddes (1994b, 1995) and van de Walle (2001)
arguing that interest groups in developing countries often are too weak to actu-
ally hinder reform implementation if the political leadership is committed to
reform. As argued by Geddes (1995), it is not autonomy from interest groups
that contributes to better economic performance but autonomy from political-
ly motivated pressure to distribute the resources needed for effective policy-
making and implementation. According to Geddes, the biggest, most articulate
and politically influential losers from the transition to a more market oriented
economy are government officials, ruling party cadres, cronies of rulers and the
close allies of these (Geddes 1995:113). Illustrating Geddes’ point, the power of
vested interests within the state economy in Zambia has proven to be much
more successful in terms of preventing reforms that could reduce their economic
power than societal interest groups. According to this perspective, democratisa-
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tion may not in itself remove the biggest political obstacle to reform, namely the
government itself. While MMD moved quickly and relatively persistently to lib-
eralise the agricultural sector reforms, reforms within the area of privatisation
and the public sector took much longer, or were not adhered to at all. The in-
centive of reducing the power of UNIP through weakening the co-operative fed-
erations to a large extent explains MMD?’s persistent removal of subsidies to the
peasant farmers through the agricultural co-operatives. This analysis further
suggests that the continued existence of the state holding company, ZIMCO,
served as the major stumbling block for the privatisation process in the initial
phases. Thus, supporting the findings in comparative case-studies, in Zambia
vested interests within the former state-bureaucracy have been more powerful
in terms of blocking economic reforms than interest associations representing
sector interests such as labour and business.

When no sectors of the Zambian society emerged as ‘reform-winners’ why
did no political party launch an alternative economic campaign in the 1996 or
2001 elections? Similarly, why was the policy of trade liberalisation maintained
and accelerated in the context of increasing domestic opposition, with Zambia
being one of the first countries in the region to adopt the COMESA Free Trade
Agreement in October 2000? In part, these answers should be sought in the ‘pol-
icy game’ between the Zambia government and its external partners.

The External Game between Zambia and the Donors

The positive correlation between political and economic liberalisation based in
(parts of) the public choice literature was also adopted by the international
donor community in the 1990s. Presenting their new ‘dual conditionality agen-
da’, the international donor community supported the dual reform processes
through a combination of positive and negative conditionality mechanisms. In
the early 1990s, the international donors provided substantial amounts of finan-
cial assistance in the initial phase of reform to soften implementation ‘shocks’
associated with structural adjustment programmes. At the same time, financial
aid was granted to institutions and associations in order to promote and
strengthen the new-found democracies. A statement by the American political
scientist Larry Diamond reflects the expectations of what the international
donor community could do in order to enhance both processes of political and
economic reform:

Just as economic conditionality can be aided by timely and well crafted international
assistance, so can political development. In fact, political development is a much more
flexible process than economic development and it is also cheaper financially. By helping
to train legislators and their staff, party officials, lawyers, judges, journalists, civic groups,
trade union organizers, and election administrators, we can help jump-start’ the process
of democratic development. (1991:12)
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Economic and Political Conditionality 1991-2001

In Zambia, the external actors played a central role in the dual reform processes.
The analysis further points to the increasingly important role of the Consultative
Group meeting as an external ‘parliament’ or sanctioning force. The discussions
and agreements at the various Consultative Group meetings to a large extent
guided the internal policy debates and the reform implementation process.

The Zambian case supports these findings showing that aid transfers to date
have been ineffective both in promoting growth and in inducing policy reform
except in good policy environments (Burnside and Dollar 1997; Killick 1998;
Devajaran et al. 2001). Throughout the 1980s, the UNIP government rejected
policy reform. The cut-off from IFI finances following the cancellation of reform
agreements in 1983 and 1987 was, however, largely offset by bilateral aid flows.
From a position in the 1980s as a classic ‘non-reformer’, the reformist govern-
ment that came to power in 1991 was rewarded with substantial increases in
aid. But MMD’s commitment to reform waned despite external support and in
part because the reforms achieved so little in terms of stemming the continued
economic decline. Due to both their intellectual and financial impact, the inter-
national donor community played a central role in Zambia’s economic policy
development in the 1990s. Financial aid was instrumental for implementing
some policy reforms and sustaining other reform measures. However, the
donors, as well as the Zambian government, failed to express a coherent strate-
gy of economic growth (Rakner et al. 2001). A donor promoted strategy of
growth would have placed the mining industry at the centre of negotiations with
the MMD government much earlier than 1997. Instead, in the 1990s both the
government and the external donors made fiscal austerity an end in itself and a
measure of reform commitment. As a result, macro-economic stabilisation in
Zambia today is threatened, as there has been no growth to support continued
austerity. Similar to the experiences of the 1980s, donor conditionality proved
unable to stem the waning reform commitment witnessed in the last half of the
1990s. The specific targeting of certain reform elements and the technically for-
mulated benchmarks offered wide room for manoeuvre for the Zambian
authorities. The government indicated commitment to various elements of the
policy reform package. Yet, ownership of the reform process remained weak
and policy implementation appeared justified with reference to generating aid
funds rather than a domestically argued development strategy. Reflecting conti-
nuity rather than a shift in donor-government relations, a partial reform syn-
drome was supported by the inability of donors to apply the conditionality
instruments in a coherent manner.

Aid or Reforms?

The Zambian case illustrates that the international donor community’s range of
conflicting interests made unified action difficult when a waning commitment to
reform was witnessed. A major aim of the operations of the IMF and the World
Bank is to enable indebted nations to repay their debts. In the case of Zambia,
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large amounts of the balance-of-payments support generated by the donor com-
munity in the period 1991-2001 were used to service old debts to the same
donor institutions. Both the Zambian government and the international finance
institutions had an incentive to exaggerate the results of the reform effort in or-
der to maintain a constant flow of financial aid. In addition, the multilateral
donors had high financial and intellectual stakes involved in the conduct of pol-
icy reform processes in Africa. A mixed, or even slipping, policy performance
was, therefore, not easily dismissed as the costs involved in entering yet another
aid agreement six months ahead were considered high. The bilateral donors, on
the other hand, tended to take a somewhat different view of the political and
economic reform processes in the 1990s. Most bilateral donors emphasised
political reforms as a condition for financial support. Answering to their local
constituencies and tax payers, the bilateral donors became increasingly wary of
supporting undemocratic Third World governments. From 1995 onwards,
Zambia’s bilateral donors showed an increasing willingness to exercise political
conditionality over such issues as corruption, drug-related activities and strug-
gles over constitutional revisions. Pointing to the progress made on basic re-
forms, and the need to support a government that had gone some distance on
reform, the multilateral donors continued to view Zambia’s economic reform
record positively, making the bilateral threat of aid withdrawal less credible.

Thus, underscoring the notion of continuity from the Kaunda era, in the
1990s donor differences have continued to dilute the impact of both political
and economic conditionality. In the 1980s, the Bretton Woods Institutions re-
duced and eventually suspended their aid to Zambia as they felt that Zambia’s
economic policy response was inadequate. However, bilateral donors main-
tained a high level of support, and even increased it. In the 1990s the positions
were reversed: for several years the Bretton Woods Institutions expanded—and
subsequently largely maintained—their aid, while bilateral donors curtailed
their assistance and phased out their balance-of-payments support due to what
they perceived as poor political governance. In the event, Zambia’s divided
donor coalition was not successful in trying to induce the Zambian government
to improve economic and political governance. As argued by a long serving
advisor to the Zambia government in the 1990s ... “[E]xternal assistance pro-
vided to Zambia did not supplement Zambia’s own savings effort but substitut-
ed for it” (Heijden 2000, Ch. 1:11).

Dual Conditionality Revisited

Van de Walle recognises a common pattern of reform implementation across
sub-Saharan Africa, ‘the partial reform syndrome’. According to van de Walle,
the partial reform syndrome is characterised by: a) a donor role in the adjust-
ment processes accepted as institutionalised, b) prolonged non-reform resulting
in the erosion of state capacity, and ¢) a specific state economy that has tended
to recentralise the powers of presidents (van de Walle 2001:61-62). Zambia’s
dual reform experiences in the 1900s largely confirm this perspective. A decade
of economic reforms in Zambia produced few winners in terms of employment
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creation and reduced levels of poverty. While all opposition parties criticised the
government’s economic policies and the main interest groups were only luke-
warm in their support, no interest group or opposition party offered any alter-
native economic strategies to the structural adjustment programme. Both the
1996 and 2001 general elections indicated that an externally approved structur-
al adjustment programme had become a necessity for the survival of a political
regime. After decades of playing divide and rule among various agents of the
international donor community, in the 1990s, the high degree of donor cohesion
made it very difficult for the government to champion a course very different to
the policy prescriptions of the donor community. The economic conditionality
restricted the domestic politicians’ ideological room for manoeuvre. Large parts
of economic policy making had become ‘externalised’ through the specifically
set benchmarks. The restriction also applied to the political opposition and
interest groups. All Zambian parties took the liberal economic reform as given.

Returning to the initial question of whether processes of economic and
political liberalisation are mutually reinforcing, the findings of the Zambian
analysis add credence to the critical dissent raised by a number of African schol-
ars. These scholars have argued that the donors, by insisting on the implemen-
tation of political and economic reforms, have created a contradictory position.
On the one hand, the criteria of transparency and accountability feature prom-
inently in the external funders’ vocabulary. On the other hand, broad areas of
government decision making are appropriated to the arena of donor-recipient
dialogue and conditionality. This again may imply that government officials pri-
marily see their accountability to lie with the donor agencies (Mkandawire
1996; van Arkadie and Mule 1996). Arguably, processes of political and eco-
nomic liberalisation are compatible only if a majority of the population accepts
the need for a continued economic reform programme.

The case of Zambia has, nevertheless, spelled out the limits to the powers of
the international donor community despite their overwhelming economic lever-
age. The study confirmed findings appearing in the comparative literature indi-
cating that conditionality may be too blunt an instrument to oversee democratic
developments, as well as to ensure the financial discipline associated with eco-
nomic growth (Mosley et al. 1991; Collier 1997; Killick 1996, 1998; Nelson
and Eglington 1992, van de Walle 2001). The Zambian case also brings forth
the implicit conflicts between political and economic liberalisation, reflected in
the old debate of ‘trade offs’ between political and economic reforms and the
different positions of the various agencies of the ‘aid regime’. Due to a combi-
nation of developmental needs and huge foreign debt, Zambia’s economic per-
formance had by the 1990s become a shared responsibility among the internal
and external actors. It was known to all parties that the worst case scenario in
terms of donor reactions would be a short interruption in the disbursal flows.
This would again result in the build-up of larger arrears. Essentially, therefore,
it was in the interests of the multilateral donors, as the main creditors, to main-
tain the economic restructuring programme.

The dual conditionality agenda opened up for a new level of implicit conflict:
Which aspects of the reform agenda should be considered most important?
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Zambia became one of the first serious test cases of whether political and eco-
nomic liberalisation could be regarded as mutually reinforcing. Arguably, con-
cerns with the economic reform agenda took the centre stage in both 1996 and
2001. For the IMF, the key credibility point was the continuation of the priva-
tisation process and the continued maintenance of a stable macro-economic
framework. When the Zambian government refused to bow to the pressures of
the international donors and domestic opposition at large, the bilateral donor
community faced a dilemma. The risk associated with the collapse of the struc-
tural adjustment programme at a time when the benefits of the privatisation of
the mines were in sight, was considered overwhelming. Having tied large aspects
of their aid portfolios and decision-making powers to the multilateral institu-
tions, the bilateral donors too, let the concern for the economic reform pro-
gramme win over the principle of political liberalisation and democratic
consolidation.

Executive Dominance and the Sustainability of Patronage Politics

With a basis in pluralist theory, the combination of an enhanced position of
domestic civil society actors and the international donor community was ex-
pected to challenge the power monopoly of the Zambian government. Yet,
neither Zambia’s external actors, nor its domestic interest groups, were able to
significantly curb the monopolistic powers of the executive branch of the
government. Contrary to the theoretical presumptions presented at the outset,
the MMD government appeared as the main ‘winner’ of the two-level game in
terms of power-consolidation. Overall, in the 1990s the MMD government did
not implement reforms that seriously challenged its political power base or its
own political survival. Reforms that were considered harmful, like the process
of privatisation and the public sector reform programme, were postponed and
even abandoned. In terms of privatisation, it is evident that only the privatisa-
tion of the mining conglomerate would have significantly affected the national
economy. This issue was postponed to the very end of the second electoral term.
In contrast, agricultural liberalisation and trade liberalisation did not at the out-
set constitute a threat to important MMD constituencies, and were consequent-
ly carried out immediately to signal the government’s reform commitment vis-a-
vis its external partners.

The Zambian case confirms the notion of reforming governments carefully
crafting their position between two major concerns: obtaining financial assist-
ance from the external donor community is necessary for the regime’s continued
survival yet governments must also ensure domestic appeasement based on a
variety of institutional structures and political tactics. The MMD government’s
sequencing of the economic reform measures corresponded to its internal polit-
ical interests. The political processes around the 1996 and 2001 elections indi-
cated that domestic policy concern was at the heart of the government’s
interests. Thus, in the two-level game of economic and political liberalisation
played out between donors, the MMD government and key economic interest
groups, the executive branch of government enhanced its power and influence
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through implementing the economic reforms (partly) as requested by its external
partners. By doing so, the government regained access to international finance
capital, which had largely been denied the country since the mid-1980s. The
external donor community was trapped in a dilemma of its own conditionality.
Presented with a choice of whether to assist the continuance of the economic re-
form programme, or to facilitate its breakdown by insisting on democratic de-
cision making procedures being adhered to, the donors chose economic reforms.
Despite the level of influence and leverage of the donors in terms of economic
policy reforms as documented by this study, the national political leadership
constituted the most unified team. In Zambia, as in many other African coun-
tries, the ‘new’ politicians coming to power on a pluralist political agenda in
1991 proved to be seasoned veterans of the old style of politics.

Neo-Patrimonialism—The Defining Feature of African Politics?

Bratton and van de Walle, among others, have depicted neo-patrimonialism as
the institutional hallmark of African politics (1997). The authors have argued
that three stable, informal institutional structures have facilitated and strength-
ened the neo-patrimonial patterns of rule in post-independence African politics:
the continued adherence to presidentialism, implying that regardless of regime
form, large segments of political control remain located within the executive
office; the continued presence of clientelism as a means for maintaining govern-
mental power; and finally, the excessive employment of state resources for pur-
poses of political gain. Contrary to the theoretical assumptions set forth, the
analysis of the first decade of the Zambian Third Republic has shown that these
features of political rule did not diminish with the introduction of political and
economic liberalisation.

In its 1991 election campaign, MMD promised to reduce the power of the
presidency by reducing the size of the Cabinet, enhancing the influence of the
parliament, and further, to separate the powers of the party from those of the
government. However, almost from their inception, these goals were disregard-
ed. In order to reward the large number of people who had contributed to
MMD’s electoral victory in 1991, the size of the MMD Cabinet increased from
the UNIP era. The new Cabinet further included a broad mixture of old UNIP
politicians, businessmen and newcomers to politics, with little experience from
national politics, associated with the one-party era. Reflecting on the political
processes that had evolved over the five year period in Zambian politics, on July
20, 1996, several founders of the Movement for Multiparty Democracy ob-
served the sixth anniversary of the Garden House meeting that led to the crea-
tion of the party MMD. A number of former members of the MMD Cabinet
were present at the gathering. The main speakers claimed that MMD had met
few of its original objectives and that the party had been hijacked away from its
founders. Noting the similarities between the situation confronting the people
of Zambia and the political opposition in 1990 and 1996, one speaker claimed
that MMD had reinstated the one-party system in almost all ways other than in
name. Another speaker found that the original pluralist basis of MMD was
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hijacked because some politicians in the original MMD Cabinet had a better
appreciation of power and politics than others among MMD’s organisers.
Those with a better appreciation of power had moved quickly to remove poten-
tial rivals for the party presidency from the Cabinet. Criticising the original
multiparty movement for not having scrutinised those coming into the party in
1991, the speaker noted that in addition to a patriotic elite, the MMD had taken
in a parasitic elite.!

The political struggles played out within MMD from mid-1993 onwards re-
flected conflicts within MMD between ‘veteran’ politicians from the UNIP era
and politicians with no background in UNIP, some with a strong commitment
to the political ideals spelled out in the 1991 MMD Manifesto. Starting in late
1993, growing claims of corrupt practices, excessive state funding for MMD’s
election campaigning, and politicians-cum-businessmen enriching themselves
on the basis of their political portfolios, were reported. Entering 1995, a number
of incidents indicated that the political leadership of MMD had placed consoli-
dation of political power at the centre of their political concerns. Interestingly,
by doing so, the government indicated that they perceived a return of the polit-
ical practices of the UNIP era to be the best way to secure continued leadership.
Gradually, the reform-minded ministers who had taken part in the writing of the
MMD Manifesto at the Garden House Hotel had been replaced. By 1995, the
‘old timers’, who had held key political positions in the Second Republic,
appeared to be in charge of the MMD party and the government.

The handling of the constitutional amendment process in 1996 deviated
from the promises made by MMD in 1991 when it was stated that the constitu-
tion would be adopted following wide public consultations. In the second elec-
tion period, the power of the executive office increased markedly as the MMD
government used the opportunity provided by the 1997 coup-attempt to silence
the opposition. The creation of a presidential discretionary fund outside parlia-
mentary scrutiny; various special desks in the Presidential Office; and large sup-
plementary payments to the Presidential Office made the executive office ‘a
government within government’. Increasingly, political decisions were taken by
President Chiluba without prior consultations even in his Cabinet. Thus, in
Zambia various forms of neo-patrimonial rule were adapted to both policies of
economic liberalisation and formal democratic openings. The Zambian case
supports comparative findings from the African continent. The Zambian
scenario, where the new democracy survived but where the elected rulers revert-
ed to manipulating political rules and institutions in order to consolidate their
personal hold on power, appears common. As phrased by Bratton and van de
Walle: “In these states, big-man democracy is emerging, in which the formal
trappings of democracy coexist with neo-patrimonial political practice”
(1997:233). The political developments witnessed in Zambia, as well as around
the sub-Saharan African continent, serve as an important reminder of the long

1. The sixth anniversary of the Garden House Hotel Conference that resulted in the establishment of the Move-
ment for Multiparty Democracy was convened at the Garden House Hotel, July 20, 1996. A written report of
the meeting was provided by Jim Polhemus, USAID.
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term perspective required to build political and economic institutions capable of
sustaining democratic forms of rule and viable economic reform processes.

In Zambia formal interest groups were weakened as a result of both political
and economic processes of reform. A wide variety of political tactics, including
attempts at co-opting segments of the trade unions, side-lining formal institu-
tions and appealing to the general masses, were employed with relative success
by the MMD government. Echoing experiences from across sub-Saharan Africa,
the case of Zambia indicates that when organisational interests and institutional
forms of representation are weakened, the stage may be cleared for direct, un-
mediated mobilisation by neo-patrimonial leaders. Continued economic reform
and electoral victories in the absence of tangible economic growth were made
possible by the lack of formal institutions with capacity to influence the govern-
ment’s decision making.

Do Institutions Matter?

The neo-patrimonial perspective portrays African politics as being radically dif-
ferent from politics elsewhere. From this perspective, it is deemed futile to
analyse African political developments by means of general theories of democra-
tisation and formal institutions. Chabal and Daloz argue that political actors
maintain ‘politics of disorder’ to obtain the means needed to sustain neo-patri-
monialism and thus are biased against the western style legal and administrative
institutions (Chabal and Daloz 1999). In their view, formal institutions are
means to sustain political domination, partly moulded (defined and redefined,
established and abolished at will) to support the ‘real’ political game of neo-pat-
rimonialism and clientelism, and partly to conceal this true nature of politics.

The Zambian case study suggests that political leaders manipulate formal
institutions to their own advantage. Thus, the neo-patrimonial perspective is a
useful reminder about assuming that political institutions will function in the
same way independent of context. However, the conclusion should not be
drawn that African polities are of a completely different nature than for instance
European or Latin American ones, and therefore cannot be analysed by similar
approaches. This claim exaggerates the contrasts between regions. Although
there are important unique contextual conditions and characteristics of African
societies, the same can be said for other regions of the world. The Zambian find-
ings, and other sub-Saharan country cases, are supported by analyses emerging
from Latin American and Eastern European experiences with dual reform proc-
esses (Hellman 1998; Roberts 1995; Gibson 1997; Schamis 1999).

Hellman notes that in the case of Eastern Europe, the main obstacle to sus-
tained, institutional economic reforms appears to be the ‘initial reform winners’,
i.e. those groups benefiting from the immediate liberalisation, rather than the
anticipated losers (1998). Echoing the Zambian case, studies based on Latin
American experiences have also suggested that governments implementing lib-
eral economic reforms have been able to maintain political support (Schamis
1999; Snyder 1999; Burgess 1999; Roberts 19935). Studies of political and eco-
nomic processes of reform in Argentina and Peru suggest that economic reform

187

4~ 40




%% @Lﬁg RAKNER I Page 188 Wednesday, October 1, 2003 2:17 PM

Lise Rakner

implementation has strengthened rather than weakened the populist political
practices of these regimes. According to Roberts (1995), populist leaders like
Fujimoro and Menem were able to divide the labour movement by targeting co-
operative unions for selective wage increases, control over social welfare funds,
political appointments and legal privileges. In these country cases, political de-
institutionalistion appears to have been employed as a conscious strategy of per-
sonalist leaders, enabling them to establish un-mediated relationships with
atomised mass followings. The failure of representative institutions like political
parties, labour unions and autonomous institutions to mediate between citizens
and the state has, thereby, paved the way for the direct mobilisation of hetero-
geneous masses, synonymous with populism. Thus, analyses based on Latin
American, Eastern European and African empirical data have in recent years
concluded that the question of whether democracy hinders or facilitates eco-
nomic reform policies may not be the most conducive research agenda. It is sug-
gested that within a formal multiparty system, a range of other forms of rule
may be facilitated under processes of economic reform (van de Walle 2001,
Geddes 1995; Roberts 1995; Burgess 1999; Hellman 1998).

Institutionalisation of Partial Reforms

The analysis has indicated that reforms in Zambia in the 1990s, both political
and economic, had a strong external component, as international credibility and
renewal of aid funds were considered the most important political tasks of the
MMD government in 1991. In 1996, fear of not being re-elected, and thus los-
ing access to political and financial resources, prompted the Zambian leadership
to risk its newly gained international reputation and support in order to secure
its own political survival in the domestic arena. In the 1996-2001 period the lev-
erage of the donors diminished in terms of both political and economic reform.
The fact that conditionality instruments were employed with no results clearly
weakened the credibility of the donors’ conditionality instruments. After a short
period of euphoric optimism about what political and economic reforms in
Zambia could accomplish in terms of poverty reduction and societal participa-
tion, it can be argued that, both Zambia’s donors and Zambian policy-makers
have since the mid-1990s come to regard both political and economic liberali-
sation as enduring processes that can be circumvented, but not completely aban-
doned. The weak capacity of opposition parties as well as civil society in
Zambia, and the fact that these forces have been weakened by the reform proc-
esses set in motion, indicate that the long term process of consolidating and
institutionalising the processes of reform may still be far down the road. Both
the 1996 and 2001 elections were characterised by malpractices, indicating that
the quality of the electoral process has been given relatively low priority by the
Zambian government. Furthermore, the weakness of Zambia’s vertical and
horizontal institutions of restraint—including the party system, the electoral
process, civil society, media, courts, central banks and other special agencies of
restraint—is embedded in excessive power concentration in the political system.
In the light of the December 2001 election results, the size of the opposition
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group should augur for more lively parliamentary sessions than at any time in
the past. However, it is not likely that the new balance in the Zambian Parlia-
ment will entirely change Zambian politics. In the new Mwanawasa administra-
tion, almost all of the ruling party’s MPs are enjoying the fruits of office as either
a minister or a deputy minister. The numerous defections from the opposition
parties to the MMD in the first part of the election period underline the weak
foundations of the Zambian democracy and party system.
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1991

October

MMD wins the Presidential and Parliamentary elections by a clear majority.

The inauguration of the Third Republic under the Presidency of Frederick T. Chiluba.

1992

January

President Chiluba declares Zambia a Christian nation.

May

A pressure group, Caucasus for National Unity, is created within MMD and as a result,
all Caucasus members are asked to leave the party.

July

United Democratic Party is formed by MMD Cabinet member, Enoch Kavindele.

Kaunda announces that he will resign from national politics.

August

500 striking bank workers dismissed. ZCTU criticised for being too close to MMD.

MMD ministers Baldwin Nkumbula and Aka Lewanika resign from the MMD Cabinet
citing growing corruption within the government as reason for their departure.

November
UDP is dissolved and its leader, Enoch Kavindele, rejoins MMD and is immediately ap-
pointed to MMD Party Finance Committee.

1993

February

The “Zero Option Plan’ to overthrow the MMD government discovered.

26 opposition members with a basis in UNIP are detained, among them, the son of
Kenneth Kaunda.

March

President Chiluba announces the reintroduction of state of emergency laws. Lifted after
82 days (May 1993).

April

Major ministerial reshuffles. ‘Key reform ministers’, Emmanuel Kasonde (finance), Guy
Scott (agriculture), Arthur Wina (education) and Humphrey Mulemba (mines) are
dismissed from Cabinet. No official explanation offered.

June

Roger Chongwe removed from Ministry of Legal Affairs, assumed to be connected to his
criticism of the state of emergency.

August

Pastoral letter “Hear the cry of the poor” issued by the Catholic churches criticising the
social consequences of the government’s economic policies.

The National Party registered.

November

8 by-elections in which the National Party captures 4 seats.

Mwanakatwe constitutional commission established.

December

Bilateral donors threaten to withhold balance-of-payment support unless something is
done about drug trafficking.

ZCTU and government rift is made public.
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1994

January

A number of ministers attending the December 1993 Consultative Group Meeting, in-
cluding the Minister of Health (Kavimbe) and Deputy Minister of Finance
(Mung’omba) are dismissed from Cabinet.

Foreign Affairs Minister (Vernon Mwaanga), Community Development and Social Wel-
fare Minister (Nakatindi Wina) and Deputy Speaker of Parliament (Sikota Wina) re-
sign their positions due to repeated allegations of drug trafficking by the named
ministers.

April

The managing director (Fred M’membe) and a reporter of The Post newspaper are
arrested charged with defaming the President. The legal action does not result in a
conviction.

July

Chiluba publicly criticises MMD’s economic policies, arguing that unless the problems
within the agricultural sector are solved, MMD will not be able to win the upcoming
elections.

‘The Young Turks’, a group of young dissenters within MMD present their vision state-
ment in which the governance record as well as economic policies of the MMD gov-
ernment are criticised.

August

Amendment of the Land Bill, intended to transform land from customary to tenure, is
rejected by the National Assembly.

September

Kenneth Kaunda announces his return to national politics, citing opposition to the eco-
nomic policies of MMD as the main reason for ending his retirement.

October

ZCTU’ quadrennial congress at Livingstone. 5 unions leave the labour congress after
losing the contested elections for leadership positions.

December
The trade union leadership claims that MMD has failed workers more than Kenneth
Kaunda and UNIP ever did.

1995

January
The Post newspaper claims President Chiluba is not a true Zambian.

February

Kenneth Kaunda replaces Kebby Musokotwane as President of UNIP.

March

Frictions within MMD between the “Young Turks’ led by Derrick Chitala and ‘the old
guard’ led by Michael Sata, are made public in Zambian newspapers.

June

Mwanakatwe Constitutional Review Commission releases its report.

Derrick Chitala, and Dean Mung’omba of the ‘Young Turks’ are expelled from MMD.

August

Baldwin Nkumbula, the President of the National Party and former Minister of Sports in
the MMD government, is killed in a car accident implicating President Chiluba’s son,
Castro Chiluba. The independent press links Chiluba to Nkumbula’s death.

September
Zambia Democratic Congress (ZDC) formed by Derrick Chitala and Dean Mung’omba.
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Government issues a White Paper on the procedure for adopting the new draft constitu-
tion, rejecting recommendations of the Constitutional Review Commission that the
draft be adopted through a constitutional assembly and a national referendum.

October

In 8 by-elections, UNIP, reinvigorated by Kaunda’s return, wins 3 seats. The National
Party fails to win any seats.

Incidents of harassment of non-governmental organisations and their leaders increase. 17
Catholic priests are arrested together with three other civil society leaders for cam-
paigning against the constitutional amendment process.

November

An Israeli firm, Nikuev Computers, is offered the contract for the voter registration process.

1996

February

The first bilateral donors announce partial withdrawal of aid citing the governance situ-
ation as their main reason.

3 journalists from The Post are arrested and jailed on charges of libel and contempt for
Parliament by the Speaker of the House. Released without charges after three weeks
by a High Court ruling.

March

The Minister of Finance, Ronald Penza, announces that MMD is suspending the imple-
mentation of the public sector reform programme.

Amendments to the Public Order Act enacted by Parliament (Chapter 4) to require 14
days prior notice when requesting police permission to hold public gatherings.

May

The Government White Paper on the new Constitution is ratified by the National Assem-
bly and signed into law by President Chiluba on May 28.

June

8 opposition party leaders, including UNIP’s vice-presidential candidate, are arrested
charged with treason after a spate of bombings in Lusaka and the Copperbelt (the
‘Black mamba’ group).

October

The government announces the second national and presidential elections in the Third
Republic to take place on November 18.

UNIP and 6 smaller opposition parties announce that they will boycott the presidential
and parliamentary elections due to the constitution and the voter registration process.

November

MMD wins 60 per cent of the national vote in the parliamentary elections. President
Chiluba wins 71 per cent of the vote in the presidential elections. A number of local
and international election monitoring groups characterise the elections as flawed due
to the voter registration and constitutional amendment barring Kaunda from contest-
ing. Some local monitoring groups, focusing on the actual voting process endorse the
elections as free and fair. The voter turnout is low.

The Committee for a Clean Campaign (CCC) and ZIMT have their offices searched by
the police and their leaders are taken into custody.

1997

January

Lusaka high-court judge Kabazo Chanda is suspended. Chanda had publicly criticised
the Constitutional Amendment Act of 1996, and he overruled the sentence on two
Post journalists.
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February

Under the Public Order Act, police forcibly break up a UNIP demonstration in Ndola,
teargas is used.

March

Substantial and long term EU funding granted, including balance-of-payments support.

A permanent human rights commission is established, but the decision is criticised by the
opposition and main civil society groups as an attempt to please donors and not a
genuine commitment to human rights by the MMD government.

Amendments to strengthen the Electoral Commission of Zambia (ECZ) are tabled.

An Anti-Corruption Commission is established.

The opposition’s dispute of Frederick Chiluba’s nationality is rejected by the Supreme
Court.

June

Talks between Zambian government, the opposition and donors are initiated by Interna-
tional Institute of Democracy and Electoral Assistance (IDEA), Sweden.

The National Party, the main parliamentary opposition to MMD is undermined by
Emmanuel Kasonde’s decision to rejoin the MMD.

The controversial bill to register media is shelved by the government.

July

Fresh bilateral grants secured at the Paris Consultative Group meeting despite lobbying
by opposition parties and Amnesty International.

August

Two opposition members, Roger Chongwe and Kenneth Kaunda are shot at by the police
while attending a political rally.

September

Civil Servants Union of Zambia launches a nation-wide strike to protest that pay increas-
es awarded have not been paid. Government maintains that there is no funding for
pay increases.

October

A drunken army captain (Captain Solo) tries to overthrow the government, prompting
the government to impose a state of emergency. Chiluba accuses opposition of being
involved and 17 members of the opposition are arrested, ZDC’s leader Dean
Mung’obma included.

November

Dean Mung’omba and Nakatindi Wina arrested for alleged involvement in the October
coup.

December

Kenneth Kaunda placed under house arrest for alleged participation in the October coup.

1998

January

State of emergency extended for another three months. Princess Nakatindi Wina arrested
in connection with the October 1997 coup attempt.

The Human Rights Commission releases its report upholding allegations of torture
against the arrested opposition members.

Godfrey Miyanda—who until now has been regarded as the most likely candidate to re-
place Chiluba as the leader of MMD—is moved from the vice-presidency to Ministry
of Education.

February
The alleged coup plotters—including Mung’omba—are formally charged with treason.
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Eight bombs explode around Lusaka.

The Post editor and journalists are arrested in connection with article comparing Zam-
bian and Angolan security forces.

March

State of emergency lifted after marked donor criticism of it being prolonged.

Ronald Penza sacked from Ministry of Finance, replaced by Edith Nawakwi.

Z.CTU launches mass industrial action against the civil service wage reform. The Minister
of Labour, Newstead Zimba threatens to de-register ZCTU.

May

Zambia Alliance for Progress (ZAP) established as party, includes NCC, ZDC, AZ, LPF
and the Lima party. It is not a merger as all parties continue to exist and leadership
rotates among the parties. UNIP and UPND do not join the opposition alliance.

June

Kenneth Kaunda released from detention and he announces his intention to retire from
national politics.

Trial of 80 people accused by government of involvement in the 1997 coup begins.

National Christian Coalition (NCC) forms as party.

December

Local government elections, less than half of the eligible voters are registered; of these 27
per cent cast their vote. UNIP and Kenneth Kaunda campaign prior to the elections,
and the new party United Party for National Development (UPND) is formed shortly
before the local elections. Under the leadership of Anderson Mazoka, UPND gains
28 seats, 64 independents are elected (mostly former MMD members).

Mung’omba and Nakatindi Wina are released. Chief Justice Japhet Banda rules that their
trial had been unreasonably delayed.

High Court ruling confirms that Chiluba is a Zambian citizen.

High Court ruling on the 1996 elections accepts the claim of widespread electoral mal-
pratice, but this is not considered to have affected the overall results.

1999

May

New political party launched, the Zambia Alliance for Progress, emerging from National
Patriotic Alliance, again comprising a host of smaller parties.

A number of Post journalists, including the chief editor Fred M’embe, are charged with
espionage, following a story comparing Angolan and Zambian military strategies and
strengths. They are later released.

June

Zambia Alliance for Progress is not allowed to register as a political party because the
alliance has members that are organised as parties.

August

Zambia Democratic Congress is dissolved to enable its members to join ZAP. In the sub-
sequent by-elections, ZDC’s seats are won by UPND (3), MMD (5) and UNIP (3).

September

59 soldiers found guilty in treason trials and are sentenced to death.

MMD members start clamouring for Chiluba to stand for a third term.

October

The South African President Thabo Mbeki visits Chiluba and tries to persuade him to
step down after his second term.
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November

Chiluba exposes Ben Mwila’s financial difficulties to the press. At the November 10
cabinet reshuffle, Mwila is marginalised to Minister of the Environment.

Kenneth Kaunda’s son Wezi Kaunda assassinated.

2000

January

When budget is presented for parliament, US$ 400 million is set aside for the estab-
lishment of 72 positions as District Administrators, to be personally appointed by
Chiluba. The rationale given is to improve service delivery. The DAs are to have con-
trol of a Constituency Development Fund, providing much of the small-scale finance
for government projects.

March

Under the Public Order Act, police violently break up demonstrations by women activists
protesting the police’s failure to stop the murders of nine teenage girls. Emily Sikazwe,
chairperson of Women for Change, and a journalist from Radio Phoenix are beaten
by the police.

Kenneth Kaunda retires from Zambian politics and resigns as president of UNIP.

May

Chiluba announces publicly that no one in MMD should campaign as presidential can-
didate as he fears that the party will not survive an open leadership contest.

Francis Nkhoma is elected the new leader of UNIP, replacing Kenneth Kaunda.

Under the Public Order Act 200 junior doctors are detained and arrested for demonstrat-
ing without permission.

July

Ben Mwila is expelled from MMD.

The Public Order Act is used to arrest and detain an opposition Member of Parliament
(UPND) for holding a public meeting without a permit.

August

The Human Rights Commission, participants from civil society, and universities recom-
mend that the Public Order Act be amended to remove clauses impeding political
freedoms.

September

The Republican Party, under the leadership of Ben Mwila, performs badly in the Septem-
ber by-elections. The by-elections indicate that none of the main opposition parties
have a national following. MMD wins all 8 by-elections in 4 provinces.

Over 20 non-governmental organisations formed a coalition to monitor the 2001 elec-
tions (Coalition 2001).

2001

January
UNIP Central Committee appoints Tilyenji Kaunda as UNIPs presidential candidate.

February

A coalition of civic organisations, including the Law Association, the Zambia Episcopal
Conference and the Non-Governmental Organisation Co-ordination Committee
adopts the Oasis Declaration opposing President Chiluba’s third term bid.

March

In a joint statement, the foreign missions in Lusaka of Denmark, Finland, Ireland, Neth-
erlands, Norway, Sweden, the United Kingdom and the US express their support for
Chiluba’s earlier intention of stepping down at the expiry of his second term in office.
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April

MMD convention in Kabwe reappoints Chiluba as the party’s President and MMD’s
presidential candidate in the 2001 elections.

Rally in Lusaka condemning ‘the third term bid” gathers 15,000 people.

May

Chiluba announces on Zambian television that he will not stand for a third term as
MMD’s presidential candidate. He, nevertheless, sacks ministers opposed to his third
term. Several of the sacked ministers form a new party, Forum for Democracy and
Development (FDD).

One third of MPs sign a declaration seeking to impeach Chiluba.

The Civil Servants Union of Zambia launches a strike demanding pay increases of
100 to 250 per cent.

June

Voter registration begins.

July

Paul Tembo, former vice-President, now FDD member, is assassinated on the day he is
due in the High Court to testify in a tribunal investigating government corruption.

Forum for Development and Democracy (FDD) formally launched.

Civil servants strike ends shortly before the OAU summit.

Zambia hosts the OAU summit. OAU is recreated as the African Union (AU).

August

Levy Mwanawasa (vice-President 1991-1993) is named as MMD?s presidential candi-
date.

A tribunal finds Home Affairs Minister and Works and Supply Minister guilty of corrup-
tion for having diverted road funds to finance the April MMD convention.

Radio Phoenix is closed down due to late payment of its licence. The Post editor Fred
Membe is arrested.

October
Dean Mung’omba announces that ZAP will support MMD in the upcoming elections.
Parliament reconvened for the first time since March.

December

Presidential, parliamentary, and local government elections (December 27). MMD re-
tains control of the presidency, but its share of the parliamentary seats declines to 46
per cent. Lewy Mwanawasa, the MMD presidential candidate, wins a (disputed) elec-
toral victory with a weak mandate, 29.2 per cent of the votes, just 2 per cent more
than his closest challenger, Anderson Mazoka of UPND. The remainder of the votes
is divided between nine other candidates. The elections are characterised as ‘unsafe’
and ‘unfree’ by international and local election observers.
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1991
November
First comprehensive set of Zambia’s external debt data produced.

December

Priority programme to rehabilitate infrastructure commenced.

MMD announces that the responsibility for the privatisation process is to be handed over
to the Ministry of Commerce Trade and Industry from ZIMCO.

Substantial reductions of maize meal and fertiliser subsidies announced.

1992

January

Non-traditional exporters allowed 100 per cent foreign exchange retention.

Official exchange rate devalued by 30 per cent (155 per cent through 1992).

Subsidies on maize meal removed.

Programme to reduce military expenditure in real terms over the period 1992-1994
announced.

Commitment to limiting net borrowing from the banking system by government to zero
announced.

Subsidies, loans and loan guarantees eliminated for all parastatals, except Zambia Air-
ways and ZCCM.

Debt Management Task Force created within Ministry of Finance to co-ordinate all
issues related to external debt.

Zambia’s arrears to the World Bank cleared.

February

An agreement reached between the Zambian government, the IMF and the World Bank
on a Policy Framework Paper 1992-1994, focusing on subsidy removals, privatisa-
tion of the parastatal enterprises and liberalisation of markets.

March

First evidence of major failure of maize crop due to drought. Efforts to mobilise increased
donor support started.

Controls on exports of petroleum eliminated.

June

Subsidies on maize meal (roller meal) removed.

Controls on all prices eased, most eliminated.

Fertiliser market opened up for full competition.

Pan-territorial pricing for maize eliminated, pricing to reflect differential transport costs.

July

Privatisation Bill passed in Parliament. Zambia Privatisation Agency (ZPA) established.

Legislation enacted to increase autonomy of Local Councils.

Investment Act amended to make incentives automatic and transparent.

The IMF approves of a restructured Rights Accumulation Programme (RAP) enabling a
clearance of Zambia’s arrears to the IME.

August

Agreement with Paris Club on rescheduling of bilateral debt on enhanced Toronto terms.

Rescheduling and debt cancellation reduces Zambia’s external debt burden by US$
1.5 billion.
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September

First phase of government redundancy programme. 12,000 contract daily employees
within civil service are made redundant.

October

Bureau de change system for foreign exchange introduced.

Open General License System changed from a positive to a negative list.

Report of Tax Policy Task Force recommending sweeping changes in the tax system.

December

Joint MoF/BoZ Data Monitoring Committee established.

Exchange rates unified (with ZCCM selling at the market exchange rate).

First tranche of 19 state companies offered for sale.

1993

January

Cash budget introduced.

Weekly treasury bill tender commenced.

Announcement that Exchange Control Act will be repealed.

Budget heads established for defence and security forces.

Elimination of import and export licenses announced, import license levy abolished.

Special fund set up to accelerate road rehabilitation

March

All bilateral (Paris Club) agreements finalised. Negotiations on interest rate reductions
and additional debt write-off produce savings of $ 100 million.

June

Import and export licenses eliminated.

Establishment of Zambia Revenue Authority (ZRA).

July

Formal establishment of the Lusaka Stock Exchange (LUSE).

Markets for maize and fertiliser opened to full competition.

November

Commencement of Public Sector Reform Programme (PSRP).

1994

January

Exchange controls removed.

Manufacturing-in-bond permitted.

Duty drawback extended to include third party exporters.

Monitoring of ministries’ commitments commenced.

Provision for countervailing duties if unfair trade practices can be proved.
April

Zambia Revenue Authority commences operations.

Privatisation Fund account established.

June

Retirement package for civil servants determined.

August

Mineral Tax Act revoked and replaced by Mineral Royalty Tax Act (bringing Zambia
into line with international norms).

September

Commercial debt buy-back operation (ongoing since 1992) completed. Approximately
US$ 652 million in debt eradicated.
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October

Proposed Land Act converting customary tenure to leasehold is deferred by Parliament
pending further consultations.

December

Zambia Airways and United Bus Company (UBZ) put into receivership.

The government announces that ZIMCO will be dissolved by March 31, 1995.

1995

January

Conversion of most commercial banks’ statutory reserve deposits to medium term
government debt as a means of reducing the interest rate spread.

Adjustment of personal income tax limits to overcome ‘bracket creep’.

Fuel levy increased to finance Road Funds (further increased in 1996 Budget).

February

Meridian Bank supported by the BOZ and the government after a major run on its
deposits.

March

ZIMCO put into voluntary liquidation.

May

Sale by public flotation of shares of Chilanga Cement to the general public.

Meridian Bank and African Commercial Bank put into receivership.

Mid-term review of ESAF delayed to December.

July

Value added tax (VAT) introduced, sales tax repealed.

Sale of Zambia Sugar Company Ltd.

Revised Land Act passed by Parliament, enabling unused land to be purchased by new
investors (Land Act 1995).

August

Temporary revenue measures introduced to close budget deficit created in first half of
budget year: increased excise duty on petroleum (from 30 to 45 per cent), rate on
withholding tax (from 10 to 25 per cent), excise tax on electricity (from 3 to 10 per
cent), and excise sugar tax (from 10 to 20 per cent).

September

Cash budget moved from daily observance to monthly observance.

Road license taxes increased.

December

The IMF recognizes Zambia’s successful completion of the Rights Accumulation Pro-

gramme (RAP) and approves of a three year Enhanced Structural Adjustment Facility
(ESAF).

1996

January

Customs duty exemptions, including government purchases, eliminated. Customs duty
tariffs reduced on most goods by 15 per cent.

February

IMF finds a number of year end benchmarks (6 out of 10) to have been missed by the
Zambian government. As the March ESAF targets will not be met, a delay of ESAF
is proposed.

A tentative agreement reached with the Paris Club on Naples terms being applied to
Zambia’s external debt obligations. The agreement implies a 67 per cent debt cancel-
lation, pending the IMF’s mid-term review evaluation.
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April

Bank of Zambia (BOZ) allows ZCCM to retain 100 per cent of its foreign exchange
receipts to supply the market directly.

May

Cabinet endorses plan and timetable for ZCCM’s privatisation and announces the pro-
ceeds of sales to commence on February 28, 1997.

June

Z.CCM Board approves of the ZCCM privatisation plan.

Increased parliamentary gratuities passed in Parliament.

July

Parliamentary gratuities withdrawn by President Chiluba.

Zambia passes IMF’s mid-term review of ESAF’s first year.

October

World Bank Board releases first tranche of US$ 90 million structural adjustment facility.

1997

January

The Budget Address announces a reduction in VAT rate from 20 to 17.5 per cent.

Government announces in Zambian press that it will not privatise Zambia’s utility com-
panies due to their central role in the economy.

February

Closing date for tender for the privatisation of ZCCM in unbundled units.

Zambia passes IMF’s mid-term review of ESAF. The 1996 Paris Club agreement on debt
rescheduling on Naples terms formalised.

July

Consultative Group Meeting. In part due to Zambia’s mediating role in the Congo con-
flict, government persuades donors to end the aid boycott instituted in mid-1996.
Donors promise US$ 150 million in balance-of-payments support as well as US$ 285
for general financing. However, bilateral donors stress that disbursements are condi-
tional on governance reform.

The Zambian government announces the resumption of the Public Sector Reform Pro-
gramme.

September

Government bans importation of wheat flour.

Dunlop announces its intention to terminate its operations in Zambia.
November

The Kafue Consortium presents a bid for major ZCCM units.

1998

February

Finance Minister Ronald Penza is replaced by Edith Nawakwi.

Government and Kafue Consortium fail to finalise the transaction agreement for the
transfer of the main assets of ZCCM. The Kafue Consortium withdraws from nego-
tiations.

March

A new and lower bid is presented by the Kafue Consortium. The bid is again rejected by
the government.

May

Consultative Group Meeting. Donors pledge US$ 530 million for balance-of-payments
support, but make disbursement contingent on the sale of ZCCM and governance

205

%




%% @Lﬁ RAKNER I Page 206 Wednesday, October 1, 2003 2:17 PM

Lise Rakner

issues. World Bank postpones its balance-of-payments support to Zambia on eco-
nomic performance grounds, reflecting the postponement of ZCCM’s privatisation.

Minister of Finance announces the government’s intention for the Food Reserve Agency
to import fertiliser to cover the seasonal needs, signalling a reversal of MMD’s previ-
ous position.

November

Ex-Finance Minister Ronald Penza assassinated in his Lusaka home.

December
Directors of Anglo-American Corporation ratify a Memorandum of Understanding on
the sale of ZCCM asset packages.

1999

January

Civil servants granted 30 per cent wage increases.

March

Implementation of ESAF II, IMF approves government programme.

Anglo-American Corporation announces its intention to buy the major assets of ZCCM.

May

Consultative Group Meeting. Due to regional concerns, most bilateral donors express a
willingness to disburse balance-of-payments funds. Increasing corruption and the
human rights situation are held to be pressing issues, but the general outcome is pos-
itive

June

Katele Kalumba appointed Minister of Finance.

2000

January

In his budget address, the Minister of Finance (Katele Kalumba) announces that the
government intends to emphasise the growth potential of the tourism sector through
a range of tax concessions.

March

Sale of ZCCM to Anglo-American completed, prompting donors to release balance-of-
payments support.

April

Government bans Food Reserve Agency (FRA) from distributing farming inputs due to
lack of finance.

President Chiluba promises public sector workers a minimum wage of ZK 200,000 per
month.

July

Interim Poverty Reduction Strategy Paper (PRSP) adopted.

The Consultative Group meeting is held in Lusaka for the first time. Conditionality shifts
from privatisation to good governance. Donors pledge US$ 1 billion pending in-
creased participation in following year’s election through an update of the voter-
register, equal treatment of all parties contesting, concerns of civil society.

October

The COMESA Free Trade Agreement comes into effect.

November
The parliamentary committee for economic affairs delivers its report on the privatisation
of ZCCM. The report is rejected by the MMD majority in parliament.
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December

Zambia is judged by the World Bank and IMF to have reached the decision point of the
Heavily Indebted Poor Countries (HIPC) initiative. Zambia is granted debt relief
totalling US$ 3.8bn for a period of 20 years.

2001

February

President Chiluba announces that the government will contest the sales of most of the
remaining parastatals.

March

Minister of Finance publicly states Zambia’s continued commitment to privatisation in
an open letter to IMF.

Zambian Manufacturing Association (ZAM) presents a formal complaint to COMESA
due to new labelling required by Zimbabwe government. Complaint later dismissed.

April

IMF completes second review of Zambia’s Poverty Reduction and Growth Facility
(PRGF) and approves release of third annual disbursement.

July

UN Development Programme (UNDP) releases its Human Development Report indicat-
ing that Zambia is the only country in the world with a worse human development
index than it had in 1975.

October

National conference on Zambia’s Poverty Reduction Strategy Paper (PRSP). Minister of
Finance concedes that his government’s liberal economic reforms have increased pov-
erty in Zambia.

2002

January

Anglo-America Corporation announces its intent to sell, transfer or close Konkola
Copper Mines, Zambia’s single biggest mining company, due to prohibitive mine
development costs and low copper prices.
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