Annex 3: Private Sector Development (relevant part from Fifth National Development Plan)

1. Improving the Business and Investment Climate

In order to achieve and sustain annual economic growth rates of at least 7 percent envisaged in this

Plan, the growth environment requires to be substantially improved, especially with regard to the

business and investment climate. The quality of the business and investment climate is a major

contributory factor to sustained growth, employment and, therefore, poverty reduction. The main

instrument for improving the business and investment climate in Zambia during the FNDP period shall

primarily remain the Private Sector Development (PSD) Programme that is currently ongoing. The PSD

has six reform pillars which are: (a) to improve the policy environment and institutions that serve the

private sector; (b) regulations and laws, (c) infrastructure development, (d) business facilitation and

economic diversification, (e) trade expansion, and (f) citizens economic local empowerment (see Figure

4.1). The key milestones and interventions to be carried out under the six pillars are outlined below.
[image: image1.emf]
2. Policy Environment & Institutions

The creation of a stable and conducive policy environment is one of the major prerequisites for

sustaining private sector investment and general economic performance. Consolidating and further

strengthening macroeconomic stability achieved in the recent past remains vital. In this regard, the

FNDP will continue to focus on policies that contribute to and enhance macroeconomic stability.

The private sector has often cited lack of credit as one of the major impediments to their expansion. The

PSD places a high premium on strengthening the financial system in order to expand intermediation in

the economy. The ongoing Financial Sector Development Plan (FSDP) is the framework for the

development of Zambia’s financial sector. The PSD also seeks to enhance the efficiency of the

institutions that serve the private sector. In this regard, a programme of action to improve delivery of

service in three pilot institutions is expected to commence in late 2006. These are the Ministry of

Lands, Immigration Department of the Ministry of Home Affairs, and the Zambia Revenue Authority.

For all the three institutions, the aim is to accomplish the objectives of (a) implementing institutionally

tailored regulatory reforms to simplify processes and reduce red tape; and (b) creating opportunities for

eradicating corruption in the three pilot institutions. With regard to the Ministry of Lands, the focus

will be to streamline and shorten technical procedures in land administration, including the recording of

deeds and titles, in order to quicken service delivery and also provide a tool to minimize corruption

opportunities. The programme would make information about land acquisition processes more

transparent and accessible to the public. At the same time, the Government shall review the

organizational structure of the Ministry of Lands with a view to restructuring and strengthening its

capacity to manage land more transparently and professionally to secure fair and equitable access to,

and control of, land for sustainable socio-economic development.

For the Department of Immigration in the Ministry of Home Affairs, the objective will be to simplify,

clarify and make transparent the procedures for permits in order to reduce discretionary authority, thus

reducing opportunities for corruption. At the Zambia Revenue Authority, the objective of this activity is

to make tax and customs procedures more efficient and responsive to the needs of the public.

It is expected that successful implementation of this programme should result in faster access to service,

quicker and less onerous customs procedures, and greater customer satisfaction with the targeted

institutions. Once this has been successfully implemented in the three pilot institutions, the programme

could then be replicated to other similar service institutions.

3. Regulations and Laws

Zambia’s trail of legal and regulatory requirements demand quite some effort and time. According to

the 2005 Foreign Advisory Services (FIAS) Report of the World Bank, it takes an average of 35 days

and long and tedious procedures to enforce a contract. The PSD seeks to address these and many other

constraints by rationalising and simplifying the regulatory and licensing framework in key sectors of the

economy. The PSD seeks, for instance, to cut by two-thirds the number of steps and the amount of time

needed to open a business in Zambia.

Further improvements to the regulatory frameworks and the investment code will be undertaken in the

period 2007 to 2008 with the focus on tackling administrative barriers as well as amending the

Investment Act and related legislation. The Zambia Development Agency (ZDA) is coming on board to

implement the Investment Act. On-going initiatives to review the Investment Act will continue to be

executed and it is expected that, by 2007, a new Investment Act will be in place. The new Act will

substantially improve the investment climate in the country.

The PSD will also seek to address the restrictive labour market issues related to retirement and

termination. Other key focus areas will be the improvement of the regulatory framework in the key area

of telecommunications. Despite Zambia having initially made faster progress in telecommunications in

the early 1990s than other countries in the region, the momentum has declined and the country today

lags behind regional standards in terms of access to telecommunication services by both citizens and

businesses. While entry into the provision of international services has been open since 2001, the
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license fee of operating an international gateway is prohibitively high. There will also be need to

improve the regulatory framework to enhance competition in the sector. The PSD seeks to address these

imbalances in the telecommunications sector. The key reforms will therefore, include the revision of the

Telecom Act together with the licensing framework in the sector.

4. Infrastructure Development

The FNDP recognizes that high transport costs due to road conditions, excessive telecommunication

costs and an unreliable power supply have serious implications for the economy, particularly tourism,

agriculture and non-traditional mining, the pillars of economic diversification. As a result, the Plan has

placed a high premium on infrastructure development. In view of the limited public resources, one of

the PSD objectives is to encourage Private Public Investment (PPI) in infrastructure. In this regard, a

comprehensive PPI road map that provides a favourable policy environment and legal framework will

be developed by 2007. The PSD has also prioritized investing in new electricity generation and

distribution to reduce load sheding.

The PSD also seeks to create the conditions for the deployment of national telecommunications

backbone infrastructure. One of the causes of poor quality and high cost of service in Zambia is the

lack of a reliable and affordable backbone infrastructure. Such infrastructure facilitates cost-effective

interconnections nationally, regionally and internationally. The creation of the backbone for Zambia

linked to neighbouring countries would create multiple interconnection points to several international

and regional backbones.

5. Business Facilitation and Economic Diversification

Zambia has made some notable advances over the last few years to improve the business environment.

Nevertheless, business entry and foreign direct investment formation have been difficult because of,

among others, numerous processes and regulations undertaken by different statutory bodies. This is

compounded by numerous license processes that the business community has to undergo. In this regard,

the PSD will work towards the removal of administrative barriers to business entry and operation,

focusing on, inter alia, simplifying, streamlining, and rationalising the various licenses and inspections

that businesses are frequently subjected to.

The key milestone towards reducing bureaucratic procedures shall be the establishment of a “one stop

shop,” the Zambian Development Agency (ZDA). The Agency will bring together the operations and

procedures of five statutory bodies, namely, the Zambia Investment Centre (ZIC), the Zambia Export

Processing Zones Authority (ZEPZA), the Export Board of Zambia (EBZ), the Zambia Privatisation

Agency (ZPA) and the Small Enterprise Development Board (SEDB). The creation of the ZDA

received Cabinet approval in 2005 and is expected to be operational by 2007. It is envisaged that a fully

operational ZDA should transform the business environment in Zambia.

Apart from the ZDA, the operating framework for business facilitation will be enhanced by the

establishment of Patents and Companies Registration Office (PACRO) provincial offices to remove

administrative barriers to business and investment entry and operation outside Lusaka. The programme

will start with pilot provinces, the Copperbelt, Southern and Eastern provinces. This is in response to

the large number of complaints from private industry and citizens to facilitate greater business and

investment creation outside of the capital city of Lusaka.

The land delivery system in Zambia is not very conducive to allow for rapid business expansion and

economic diversification. Streamlining the land delivery system to facilitate economic activities is one

of the major structural reform agenda items under the PSD Reform programme. This is because for any

investment to take place, one needs land as one of the factors of production. Moreover, land use rights

have important bearing on poverty reduction. Although during recent years, some noticeable progress

has been made in streamlining the land delivery system such as opening up of the regional and

provincial offices, land use planning is still very poor in Zambia. A lot of investments are frustrated

because of poor land administration and absence of land use plans. The lengthy process for acquiring

land has made access to land difficult. A new land policy shall thus be finalised and launched during

2007 to address the multitude of constraints in the land sector.
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6. Trade Expansion

Zambia has made progress towards streamlining domestic laws and practices that govern foreign and

local trade. These include the simplification and reduction of tariffs and integrating into regional and

multilateral programmes under the SADC, COMESA and WTO. However, deficiencies still impinge on

trade facilitation. These include:

a) Excessively bureaucratic trade procedures due to the involvement of multiple government agencies and clearance systems at borders;

b) Lengthy inspection and certification processes;

c) Poor or non-existent border ICT infrastructure;

d) Inadequate application of modern customs techniques; and

e) Inadequate skilled personnel.

These impediments shall be addressed through the Integrated Framework (IF), which is an international

initiative to respond to developing countries’ trade needs, particularly focusing on supply-side

constraints. A Diagnostic Trade Integration Study (DTIS) was developed in the context of the PSD

Reform Programme and focused on specific priority areas for intervention and support; making export

incentives work for exporters; improving trade facilitation; enhancing the capacity to formulate,

coordinate and implement trade policy; and negotiating trade agreements. This includes streamlining the

duty drawback scheme, the development of a single processing and payment window for all border

agencies, and the amendment of the Standards Act to separate standard testing from the regulatory

functions.

Duties on imported capital goods are set to be removed to stimulate private investments. In terms of the

challenge to speed up customs clearances by 2010, the Government will seek to increase port efficiency.

With the support of the Millennium Challenge Account, a programme shall be put in place aimed at

enhancing port efficiency through the establishment of a “Comprehensive Integrated Tariff System”
(CITS) that will unify all border related fees and procedures. The programme will start with two pilot

border posts, namely, Chirundu and Lusaka International Airport (LIA). The aim of the programme is to

decrease and finally eliminate administrative and procedural barriers to trading.

The PSD will also seek to improve Sanitary and Phyto-Sanitary Services (SPSS) in Government. In this

regard, capacity of the SPSS units in the Ministry of Agriculture and Cooperatives will be strengthened

to provide efficient and speedy services for local and export trade. Another key activity for enhancing

trade facilitation shall be the strengthening of the standardization, certification and inspection units of

the Zambia Bureau of Standards (ZABS) so that they can provide efficient and speedy services for

importing and exporting, thus ensuring conformity with international and regional standards and

technical requirements.

7. Citizens Empowerment

The objective under this reform area is to unlock the growth potential of citizens through business

development support and empowerment initiatives. To this effect, the Citizens Economic Empowerment

Policy will be implemented. A Citizens Economic Empowerment Act was passed in Parliament in early

2006 and implementation is expected to start in 2007. This will provide a durable and sustainable

foundation for achieving a significant level of citizen participation in business and the economy in

general. This will also see the development of incentives that will aid in the voluntary migration from

the informal to the formal sector of the economy. Figure 4.2 shows the PSD reform programme

framework.

PSD Programme activities during the FNDP period will be implemented by the Government through the

various statutory agencies such as the proposed Zambia Development Agency, the PACRO, the Zambia

Competition Commission (ZCC), the Zambia Weights and Measures Agency and the Zambia Bureau of

Standards. These will be augmented by the actions of private sector apex associations such as the

Zambia Business Forum (ZBF), the Zambia Association of Manufacturers (ZAM), the Zambia Chamber

of Small and Medium Business Associations (ZCSMBA), the Small-Scale Industries Association of

Zambia (SSIAZ), and the Zambia Federation of Women In Business (ZAFWIB).
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