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Preface

The primary goal of the ILO is to contribute, wittember States, to achieve full and
productive employment and decent work for all, udothg women and young people, a
goal embedded in the ILO Declaration 2008Smcial Justice for a Fair Globalization,
and which has now been widely adopted by the iatewnal community. The integrated
approach to do this was further reaffirmed by tA@®Resolution concerning the recurrent
discussion on employmeht.

In order to support member States and the socratgra to reach this goal, the ILO
pursues a Decent Work Agenda which comprises foterrielated areas: Respect for
fundamental worker’s rights and international labetandards, employment promotion,
social protection and social dialogue. Explanatiansl elaborations of this integrated
approach and related challenges are containednian@ber of key documents: in those
explaining the concept of decent worikp the Employment Policy Convention, 1964
(No. 122), in the Global Employment Agenda andapplied to crisis response, in the
Global Jobs Pact adopted by the 2009 ILC in theraiath of the 2008 global economic
crisis.

The Employment Sector is fully engaged in suppgrtauntries placing employment
at the centre of their economic and social policising these complementary frameworks,
and is doing so through a large range of techrsicpport and capacity building activities,
policy advisory services and policy research. Ast pd its research and publications
programme, the Employment Sector promotes knowlgggeration around key policy
issues and topics conforming to the core elemdntiseoGlobal Employment Agenda and
the Decent Work Agenda. The Sector's publicationsissst of books, monographs,
working papers, employment reports and policy Brief

The Employment Reports series is designed to disseminate the main firsdiofy
research initiatives undertaken by the various depats and programmes of the Sector.
The working papers are intended to encourage egehahideas and to stimulate debate.
The views expressed are the responsibility of thiea(s) and do not necessarily represent
those of the ILO.

/ S

/
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José Manuel Salazar-Xirinachs
Executive Director
Employment Sector

! See http://www.ilo.org/public/english/bureau/dgmithload/dg_announce_en.pdf
2 See http://www.ilo.org/public/libdoc/ilo/2010/110B_108_engl.pdf

3 See the successive Reports of the Director-Generdle International Labour Conferenc®ecent work
(1999);Reducing the decent work deficit: A global challenge (2001); Working out of poverty (2003).

4 See http://www.ilo.org/lemployment employment.






Foreword

In June 2007, the International Labour Conferemic€)(discussed the promotion of
sustainable enterprises. The conclusions of thiscudision provided an important
contribution agreed by the ILO’s tripartite conséihcy of governments, employers’ and
workers’ organizations on how to promote enterpdeeelopment in a manner that aligns
enterprise growth with sustainable developmentativjes and the creation of productive
employment and decent work. The conclusions cafted the strengthening of the
institutions and governance systems which nurtunterprises. Strong and efficient
markets need strong and effective institutions.nfiing sustainable enterprises is also
about ensuring that human, financial and natursbusces are combined equitably and
efficiently in order to achieve innovation and ented productivity.

The conclusions reached at the 2007 ILC discussiothe promotion of sustainable
enterprises identified 17 pillars for an environtn@onducive to the promotion of
sustainable enterprises. This report analyses hawbia performs with respect to each
pillar, with the aim of assessing the relative mfths and weaknesses of the enabling
environment for sustainable enterprises and emptoymn the country. The report
incorporates the results of a national opinion ercpptions survey conducted in the
country from December 2012 to February 2013 anddimg on 8 of the 17 pillars.

The report is designed to stimulate debate andaeige an evidence base for policy
reforms for an environment more conducive to themtion of sustainable enterprises in
Zambia. In particular, the report has been useadetify priority areas of policy reform to
support the dialogue, advocacy and public policyrkwof the social partners in the
country. A complementary action plan based on ithdirfgs of this report will ensure the
implementation of specific measures aimed to imerolve enabling environment for
sustainable enterprises in Zambia.

The present report has greatly benefited from mfnaim tripartite participants to two
national workshops held in September 2012 and A3, respectively, and from in-
depth interviews and focus group discussions orgahin September 2012.

The Zambia Federation of Employers (ZFE) ought dotlianked for initiating the
request to the ILO for the EESE assessment, andhdlping to facilitate and lead the
implementation of activities since their inceptiofhe contributions of Mr. Martin
Clemenson, Ms. Belinda Chanda, Ms. Anjali Patetl Bts. Mwansa Kawesha from the
ILO Lusaka Office during the entire implementatiprocess of the assessment of an
enabling environment for sustainable enterpriseZambia is very much appreciated.
Special appreciation is also due to Mr. David Géraad Ms. Analee Pepper for their
invaluable research assistance and to Ms. AnalppdP@nd Ms. Annie Guyon for editing
and formatting this report. The authors are gratefuMs. Mwila Chigaga, Mr. Farid
Hegazy, Ms. Naomy Lintini and Mr. Tapera Muzira their useful comments. Mr. Hilary
Hazele Chilala from the Zambia Federation of Emetsy(ZFE), Ms. Mwenya Kapasa
from the Zambia Congress of Trade Unions (ZCTU) EmdVictor Chikalanga from the
Ministry of Labour and Social Security ought to $iacerely thanked for their approval
and final review of this paper.



The views expressed in the report are the solensdpility of the authors and do not
represent those of the ILO or the social partnarZambia. Similarly, any errors or
omissions are the sole responsibility of the awthor

Markus Pilgrim Peter Poschen
Manager Director
Small Enterprise Programme Job Creation and Enterprise

Development Department
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Executive summary

In June 2007, the International Labour Conferedc€)(discussed the promotion
of sustainable enterprises. This calls for the ngfiteening of the institutions and
governance systems which nurture enterprises. gt@ad efficient markets need strong
and effective institutions. Promoting sustainabiegprises is also about ensuring that
human, financial and natural resources are comteqeiably and efficiently in order to
achieve innovation and enhanced productivity.

The conclusions reached at the 2007 ILC discusslentified 17 pillars for an
environment conducive to the promotion of sustdmamterprises. This report is based
on these conclusions. It analyses how Zambia pedavith respect to each pillar, with
the aim of assessing the relative strengths andvesaes of the enabling environment
for sustainable enterprises and employment in tumtty. The assessment described in
this report is based on secondary data, a litexatewiew, focus group discussions and
in-depth interviews with relevant national stakelers, and technical inputs provided by
representatives of tripartite stakeholders durimg technical workshops held in Lusaka
in September 2012 and April 2013. It also takes axtcount the results of a perceptions
survey conducted in Zambia between November 2012 February 2013 and which
focused on 8 of the 17 pillars.

To further enhance the readability of the reparmmaries have been included at
the beginning of each chapter (see page 3 foriqallipage 15 for economic, page 57 for
social, and page 82 for environmental elementd) wigraphical presentation of the most
relevant indicators for the respective chapter caning Zambia to its neighbouring
countries and summarizing the main chapter findings

Political elements

Zambia has experienced broad political stabilityd dras been classified as a
peaceful country based on relatively low levelyiofence and crime within the country
and external factors such as military expenditamed wars. However, some secondary
data shows that its political stability is rathezak, as reflected by its poor performance
in the indicator “Political Stability and Absencd ¥iolence/Terrorism”. It has a
democratic government with a multiparty parliamdnt2011, President Michael Sata
was elected, unseating the former government wiéchheld power for 20 years. In the
area of good governance Zambia is rather weakgth@s neighbour countries, Malawi,
Mozambique and Tanzania, do not perform any be@erruption is a major problem
despite recent efforts to improve the situation.

Despite scanty data, the EESE assessment revatiksottial dialogue in Zambia is
more vibrant and developed than in Mozambique aaalzania, and similar to that of
Malawi. The Zambian Constitution provides for freedof association. However, some
limits exist. Tensions between workers and manageérave increased over the past
few years, especially in Chinese-owned mining camigg Concerning the respect of
universal human rights and international laboundéads, Zambia has ratified 8 of the 9
main human rights conventions and all 8 ILO conevemtions on freedom of association
and collective bargaining, the abolition of chitbbur, forced labour, and all forms of
discrimination. However, child labour remains wiple=sad, particularly in rural areas. In
addition, discrimination against women and persaeitis disabilities is a relevant human
rights concern in Zambia.



Economic elements

Over the past decade, Zambia has recorded hightlgrewd macroeconomic
stability, and is expected to continue in this dii@n. In 2011, its economic growth rate
was 6.46 per cent, which is higher than the SulafsahAfrica average of 4.72 per cent
in the same year. Nonetheless, poverty remainsspréad with about 60 per cent of the
population living below the poverty line in 201@. Xambia, growth is concentrated in
highly capital intensive or urban-based sectorgshsas mining, construction and
services. The large majority of the poor dependagnculture, but this sector has not
recorded significant growth over the past few yebrsan effort to improve the current
situation, in 2012 the Government of Zambia laudchige Industrialization and Job
Creation Strategy to facilitate foreign and loaaydstments for employment creation,
focusing on the development of agriculture, tourisonstruction, and manufacturing. In
2006, Zambia adopted a long-term development @dad“Vision 2030” which sets the
economic and social goals and targets to be adhiever the next generation. The main
objective of the plan is for the country to reaciudie-income status by 2030. Zambia
became a middle-income country in July 2011. Thplementation of Vision 2030 is
articulated through the adoption of five-year depehent plans, the most recent of
which is the Sixth National Development Plan (SNB&Yering the period 2011-15. The
SNDP focuses on sustained economic growth and poredtuction. Information on the
employment situation in Zambia is very scanty doghe large size of the informal
economy. In 2009, only 11 per cent of the totablatforce was employed in the formal
sector. According to ILO data, the “Labour Forcetiegation Rate” in the country has
been decreasing since 2005. It was 80.1 per cahiinyear and decreased to 79.8 per
cent in 2010. The EESE survey reveals that for l#tigest shares of interviewees,
corporate tax rates and interest rates in Zambian@oencourage business growth.
Furthermore, the largest proportions of respondbateve that VAT and PAYE rates
have little impact on enterprise expansion.

Zambia’'s performance in the area of trade has bagwer strong. Its trade policy
aims to boost domestic productivity mainly througkport promotion. The SNDP
emphasizes trade liberalization, the promotioncoihemic diversification and export-led
growth. Zambia performs particularly poorly whencimes to the number of days it
takes to import and export, where its neighboudogntries used for comparison require
fewer days. Zambia performs rather well in attragtioreign direct investment, and has
built a solid policy framework over time.

Despite improvements registered over the past favsy Zambia does not perform
well in the area of a legal and regulatory frameéwamwnducive to business creation and
growth. Considering the Ease of Doing BusinessAntiee country has improved from
2008 to 2012, moving from 116 to 94 in a rankingnirl to 185. The Government of
Zambia introduced several reforms over the past years, including infrastructure
improvements, streamlining procedures and minimgiZiegal requirements to start a
business. The one-stop shop is considered to ryasuccessful measure. However,
many constraints still remain. The EESE percepsiorvey indicates that interviewees
think the regulatory environment is rather favoleator running large companies, and
unfavourable for running small firms. Moreover, thajority of respondents believe that
registration costs encourage informality and coboté to women dominating the
informal economy.

The situation in terms of rule of law and securepprty rights is rather negative
and similar to that of other neighbouring countridsenetheless, Zambia performs rather
well in the areas of definition and legal protestiof property rights and intellectual
property protection. Zambia’'s performance on faompetition is positive, where
indicators in this area present an encouragingigceind since 2009 the country has had
a national Competition and Consumer Policy. Howeaati-competitive behaviours are



still recorded in the telecommunications, agriafumining, sugar, beer, cement,
energy, and banking sectors. The various indicatanssidered reveal a relatively

negative picture in the area of information and eamication technologies (ICT). This

sector in Zambia is generally characterized by loempetition and high prices.

However, recent measures introduced by the Govarhare yielding positive results. In

addition, Zambia has a clear policy and legal fraomi regulating ICT. Over 47 per

cent of respondents of the EESE survey assess $Qfiegy affect operating a business
effectively and efficiently as “good” and about pér cent of them define them as
“satisfactory”.

Financial services are largely inaccessible to rimsses in Zambia. The EESE
survey indicates that the general emerging pere|igi that it is more difficult for small
businesses to get credit compared to large firmghBrmore, although reliable sources
of information clearly show it is more difficult favomen to obtain loans compared to
men, 51.6 per cent of respondents of the EESE glrekeve that women and men have
equal access to financial services. Considerindt ahmen and men, young women and
young men, and youth aged 15-25 in general, therlgtoup is perceived by 30 per cent
of respondents to have the most difficulty accegfanmal credit.

Physical infrastructure development is a key arbarer major efforts should be
concentrated for economic growth and prosperitgh® country. Roads and railways
seem to be in particularly poor conditions. Moragdespite the fact that secondary data
indicate that as of 2010 a percentage as high ge6tent of the total population had
access to improved water sources, primary infownatéveals that access to clean water
is still a serious issue in Zambia. Despite therowpments registered in recent years, the
lack of a reliable and cost-effective power sugpiyains a key issue in the country.

Social elements

Promoting an entrepreneurial culture is key toease awareness of the potential of
business as an alternative to waged employmerdvargment or the private sector. Not
much information is available on entrepreneuridlce in Zambia, though it seems that
a culture favourable to entrepreneurship existhiéncountry. The EESE survey reveals
that for 34.2 per cent of respondents, the geratillde among young people (men and
women aged 15-24) towards entrepreneurship is tigesi to “very positive”.
Interestingly, for the same share of interviewaess “neutral”. The Government is
strongly promoting entrepreneurial culture, patady for youth, through the
implementation of several initiatives. Comparedvtalawi, Mozambique and Tanzania,
Zambia has spent the least on education over sidfga years. The decline over time in
Government spending in this area resulted in logwality of education, with poorly
trained teachers and overcrowded classrooms. Inbiganschool drop outs are non-
negligible, particularly for girls in rural areaghe gender gap becomes particularly sharp
at the tertiary education level, where in 2005 ¢heere more than twice the number of
male students compared to females. The Zambia EEBEy reveals that 48.6 per cent
of respondents believe that workers generally itheeskills demanded by business in
the country. In addition, 42.6 per cent of intewé®es claim that tertiary and vocational
education in Zambia “meets some needs” of the legsicommunity and 41.8 per cent
state that it “meets most needs”.

In the area of social justice and social inclusiover the past decades, Zambia has
worsened towards a less equal distribution of ireoirhis trend has led to a rather
worrying situation where Zambia is a middle-incommuntry with over half of its
population living below the poverty line. A majoactor accounting for the present
situation is the natural resources-based and ¢apigasive growth experienced by the
country in recent years. This has provoked the Goment to prioritize job-rich growth,
poverty alleviation and a more equal distributidnincome. Progress towards gender

Xi



equality has been slow mainly due to unfavourabistamary practices. Moreover, in
general, women are less educated than men whicérdotheir employment prospects.
Regarding employment opportunities, the EESE sureegals that about 58 per cent of
interviewees think that access is equal between amehwomen, but over 31 per cent
find that men are favoured.

Social protection in Zambia is rather poor. Howeviae SNDP envisages the
development of a national social protection pol&yniversal old-age pension scheme,
and national social health insurance. Over 51 pett of respondents of the Zambia
EESE survey consider maternity protection in thenty as “satisfactory”. Respondents
of the Zambia EESE survey were asked to expressuiesvs on the likely impact of
paternity leave on business in general. The piieggitend is that such impact would be
“negative” (37.8 per cent) to “very negative” (1&dr cent).

Environmental elements

Zambia has a clear policy and legal framework fffeguarding the environment.
However, enforcement of these acts and policiegesk, especially because of the lack
of human and financial resources. Environmentarattafion is also an issue because,
while legal provisions in industrialized countriegpose compensation requirements for
pollution, in Zambia financial and fiscal incentivéo attract foreign investors have
traditionally spared companies enormous finandiarges, particularly in the extractive
industry. Mining is an extremely polluting activityegatively affecting the air, water and
land.

Assessment results and ways forward

The final results of the assessment of the enaldimgronment for sustainable
enterprises in Zambia indicate that there is séopenproving the situation in all of the
17 conditions. In order to maximize the impactutiife actions, tripartite participants to
the validation workshop on the preliminary findingfshe EESE assessment identified 4
priority conditions out of 17, with “access to fim@e” being a cross-cutting theme:

= Physical infrastructure;

= education, training and lifelong learning;

» enabling legal and regulatory environment; and
= Adequate social protection.

At the April 2013 workshop, tripartite participardsafted an action plan based on
these 4 conditions with specific outputs stemmitognf outcomes linked to priority areas
and key players for action. The action plan will bealized and adopted at a
dissemination workshop to be held in May 2013 ia gresence of high-level policy
makers.
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1. Introduction

The important role that the private sector playsdaial and economic development
led the International Labour Conference to dis¢hesconcept of sustainable enterprises
in June 2007. The promotion of sustainable enteeprensures that human, financial and
natural resources are combined equitably. An enwilent conducive to the creation and
growth of enterprises on a sustainable basis naldstinto account the three dimensions
of sustainable development — economic, social anit@mental — as interdependent

and mutually reinforcing pillars.

The 2007 International Labour Conference adoptettlosions for the promotion
of sustainable enterprises and identified 17 camditfor an enabling environment. An
environment conducive to the creation and growtlsusgtainable enterprises combines
the legitimate quest for profit with the need fewvdlopment that respects human dignity,
environmental sustainability and decent work.

The same conclusions invite the ILO to focus itsenventions on practical
responses, including tools, methodologies and kedgé sharing, which are relevant to
the social partners in their activities. This isywithe ILO has developed a methodology
to assess the degree to which the 17 conditionsaforenabling environment for
sustainable enterprises are met in different c@sitrThis report describes the
implementation of such an assessment in Zambiasguatt of a series of country reports
on the same topic. The report covers the politieabnomic, social, and environmental
situation of the enabling business environmentamiia. The political area comprises 4
of the 17 conditions, the economic includes 8, sbeial 4, and the environmental
dimension consists of 1 condition.

An assessment of the enabling environment for sudike enterprises in Zambia
meets the existing need in the country to implenparicies and strategies for national
development. One of the priorities of the Sixth ibla&l Development Plan (SNDP) of
Zambia is pro-poor growth through job creation ahills development, particularly for
youth. In 2009, Zambia adopted a Micro, Small anedMm Enterprise Development
Policy. In addition, in 2012 the Government of Zaakaunched the Industrialization
and Job Creation Strategy to facilitate foreign #ahl investments for employment
creation focusing on the development of agricultuteurism, construction, and
manufacturing. The 2004 National Employment and dusmbMarket Policy aims to
increase employment in decent working conditionise raft Decent Work Country
Programme 2012-2016 for Zambia seeks to increapéogment opportunities for target
beneficiaries within MSMEs in sectors with potehf@ economic and social progress.
The EESE assessment described herein clearly lootasi to the implementation of all
these national policy documents.

The enabling environment for sustainable enterprise Zambia was assessed
through a careful review of secondary data, findifrgm a national perception survey of
workers and employers (including owners and marsagdr companies), in-depth
interviews and focus group discussions with reléstakeholders in the country, and
supplementary information from published and unjshigld materials. The perception
survey was conducted from December 2012 to Feb2@t® by Equilibria, a consulting
firm, and in particular by Mr. Caesar Cheelo and Mremba Munalula, with the support



of a team of recent graduate students. The sumveyséd on 8 of the 17 conditions,
which were selected to be prioritized at a tripantvorkshop held in September 2G12.

A total of 184 formal enterprises were sampled.peedents numbered 368 in total,
65.6 per cent of whom were men. Of all interviewe@8 per cent were formally
employed. Some 58.3 per cent of respondents werikevgdemployees and the
remainder were employers/managers. Data were #dsggfegated by age and size of
the surveyed businesses. The majority of survemetgrises, 49.7 per cent, have been
operational for 10 years or more, while about 20qamt have been operational for 2-5
years. The remainder falls under the start-up cayegvith a year or less of operations
(7.6 per cent) and a forth category comprising rpnises that have been operational for
6-9 years. As far as the size of surveyed firmsoiscerned, the majority, 40 per cent,
were small enterprises employing 1-50 persons,3@n@ per cent were large enterprises
with over 100 employees. Medium-size firms with Bl employees made up 14 per
cent. Respondents were employed in companiesdaliider the following sectors: 27.7
per cent manufacturing; 15.3 per cent finance asdrance; 11.2 per cent tourism, hotel
and restaurants; 10 per cent agriculture, huntiaggstry, and fishing; 9.6 per cent
transport, storage and communication; 8 per cemstoaction; 7 per cent education and
health; 3.3 per cent mining, drilling and quarryimad 7.7 per cent classified as other.
The survey was conducted in 4 cities/areas: Lus@kgperbelt, Central Region, and
Southern Region.

This report also benefited from inputs and detaid®dnments received at two
technical tripartite workshops (inception and vatidn workshops respectively) held in
September 2012 and April 2013 in Lusaka.

The assessment described in the present reportdrtsin shortcomings which
should be kept in mind. Secondary data on Zamlsansetimes missing, is available for
only one or few years, or is not up-to-date. Tkigparticularly the case for social and
political indicators, where, for instance, theren@ data for Zambia concerning “Union
Density”, “Enterprises Belonging to Employers’ Ongaations Rate” or “Collective
Wage Bargaining Coverage Rate”. Furthermore, isametimes difficult to identify
appropriate indicators to measure specific EESEditons, as in the case of
“entrepreneurial culture” where only two indicatti@ve been identified, and only one of
which has data on Zambia. Primary data also presamhe limitations. The sample size
of the EESE survey is not particularly large andegal conclusions are to be drawn with
caution. In addition, some questions may have lhetempreted in different ways, and
key notions used in questions may have been gitemative meanings by respondents.
To overcome these and other limitations, the asthmave used information from
available national and international literatured &ave benefited from the inputs of focus
group discussions with national stakeholders antth wational tripartite participants
during technical workshops.

5 These are “physical infrastructure”, “educatiorgirting and lifelong learning”, “access to finaricia
services”, “sound and stable macroeconomic policy good management of the economy”, “enabling legal
and regulatory environment”, “adequate social mida”, “social justice and social inclusion”, and
“entrepreneurial culture”.



2. Political elements

Indicators* assessing political elements of the
enabling environment for sustainable enterprises
for 2011*

=== Zambia
Mozambique

Political Stability
and Absence of
Violence

== Malawi
e=fli==Tanzania

Cooperation in

Civil Liberti
Labour Employer Wil Liberties
) Index
Relations
Corruptions Control of
Perception Index Corruption
L]
Voice and Government

Accountability Effectiveness

Political Rights
Index

* the values for the individual indicators have bearmonized for
better presentation. The original indicator valaes included in the
chapters.

** |atest available data allowing a cross-countoynparison.

Key findings: .

» Zambia has experienced broad political stability an
has been classified as a peaceful country based o
relatively low levels of violence and crime withihe
country and external factors such as military
expenditure and wars. Some secondary data reveal
weak political stability.

S

After gaining independence from Great Britain ir649
Zambia’'s leadership introduced single-party sosmli
and central planning of the economy. Zambia culyent
has a democratic government with a multiparty
parliament.

Although government increased anti-corruption d$for
through improving the implementation of the Nationa
Anti-Corruption Policy, increasing the financial dan
human resources to the Anti-Corruption Commissiod a
in 2012 adopting an Anti-Corruption Act, corruption
remains widespread.

Social dialogue is relatively good in Zambia, altgb
there are limits in exercising freedom of assocratiA
Tripartite Consultative Labour Council comprisind 2
representatives of workers, employers and the govent
advises the government on labour related mattedsttaan
council works effectively, holding quarterly meejn

The situation in terms of respect for universal hom
rights and international labour standards is coaipagly
good. The Government of Zambia has ratified 8 ef $h
Human Rights Conventions and all 8 of the fundamdent
ILO Conventions.

Although with the ratification of the convention
prohibiting and eliminating the Worst Forms of hil
Labour, the Anti-Gender Based Violence Act of 20thk

"bersons with Disabilities Act of 2012 governmens Ipait

in place the necessary legal framework, child lakend
discrimination against women and persons with dlisals
remain quite widespread.



2.1. Peace and political stability

Peace and political stability are key conditionstfe creation and development of
sustainable enterprises. Zambia has experienceat] lolitical stability and has been
classified as a peaceful country, based on relgtifav levels of violence and crime
within the country and external factors such astam} expenditure and wars. According
to the Global Peace Index (IEP), in 2012 Zambizkedn51 out of 158 countrigslt
gained independence from Great Britain in 1964 mmdained under the leadership of
Dr. Kenneth Kaunda for three decades. Dr. Kaunttedoced single-party socialism and
central planning of the economy. In 1991, a comstihal amendment led to a multi-
party system and a change in leadership. Zambisahdemocratic government with a
multiparty parliament and has experienced variougsigential changes since
independence. In 2011, President Michael Sata Jveded, unseating the former
Government which had held power for 20 yéars.

Data on “Political Stability and Absence of Viol&ficassesses countries’ political
stability on a scale from -2.5 to 2.5 where higha&lues correspond to better
performance. Considering this data, Zambia doespeotorm very well over time,
remaining at values slightly above 0 over the mke#606-2011, and reaching a value of
0.47 in the latter year. It is however to be notieat none of the three neighbouring
countries used for comparison performed any b#tger Zambia.

Key Indicator

Political stability and absence of violence/terrorism 2006 2007 2008 2009 2010 2011
The likelihood that the Government will | Zambia 0.36 0.35 0.46 0.56 0.49 0.47
be destabilized by unconstitutional or Malawi 0.11 0.06 2006 0.05 0.06 007
violent means, including domestic

violence and terrorism. Mozambique 0.52 0.34 0.37 0.56 0.33 0.27
Source: World Bank, Governance Matters Tanzania 032 035 0.20 0.06 20.03 20.01

database.?

Estimate of governance measured on a scale from approximately -2.5 to 2.5. Higher
values correspond to better governance.

2.2. Good governance

Good governance, the absence of corruption, andiesff institutions foster
entrepreneurship and promote private sector groanill development. In general,
Zambia does not perform well in this area. “ContblCorruption” measures the extent
to which public power is exercised for private gamd the extent to which the state is
captured by elites and private interests. On aedtain - 2.5 to 2.5 where higher values
reflect better performance, over the period 200&adnbia maintained relatively stable
negative levels, reaching only - 0.51 in 2011.thiee neighbouring countries used for

5 Institute for Economics & Peace. 20%obal Peace IndexAccessed 23 April 2013.
"BBC. 2012 Zambia Profile 9 November. Accessed on 9 November 2012.

8 http://info.worldbank.org/governance/wgi/




comparison do not perform much better, though @algzania registered a slightly lower
value than that of Zambia in the same year. Therrl@pdtion Perceptions Index”
confirms this emerging, negative picture. On aedadm O (“highly corrupt”) to 10
(“highly clean™), Zambia has slightly improved ssm2006, but nonetheless, recorded a
value of only 3.7 in 2012. Of its three neighbogricountries, only Malawi performs
similarly to Zambia in the same year, whereas Mdrguoe and Tanzania recorded lower
values. In 2007, Zambia ratified the United Nati@@nvention against Corruption and
adopted the African Union Convention on Preventimgl Combatting Corruption. The
Southern African Development Community ProtocoliagiaCorruption was already
ratified in 2003’ Nevertheless, corruption is notably widespreadambia. In 2010,
some donors, including the Dutch and Swedish caijper agencies, the European
Union, and the Global Fund to fight Aids, Tuberaigo and Malaria, withheld
considerable funding due to corruptidnThe World Bank 2008 Investment Climate
Survey reveals that 14.3 per cent of surveyed prisels expected to pay public officials
to do business, and 27.4 per cent of them expdotgive gifts to secure government
contracts. For about 12 per cent of intervieweesiuption was a major constraint in
doing busines$. Furthermore, the 2009 FinMark Trust Zambia Busin&urvey
indicates that for about 20 per cent of surveyemigamies (including SMEs and large
firms), corruption was a serious obstacle to ddinginess?

After his election, President Sata increased amtibption efforts® Indeed, the
implementation of the National Anti-Corruption Rgli which was passed in 208%has
recently been improved. Financial and human ressurto the Anti-Corruption
Commission have increased and in 2012 an Anti-@tion Act was adoptetf. However
the Commission is reportedly characterized by ijealit interference and selective
prosecution targeted at thepposition party®

° U4 Anti-Corruption Resource Centre. (undated). Oeswodf Corruption in Zambia-U4 Expert Answers.
Transparency International; U4 Anti-Corruption ReseuCentre; Chr. Michelsen Institute (CMI).

10 BBC. 2010.Global Fund freezes Zambia aid over corruption eomcBBC News Africa, 16 June.
Accessed on 9 November 2012.

11 world Bank. 2009. Zambia Investment Climate AssesgnReport. Regional Program on Enterprise
Development. World Bank.

2 Clarke, G.C.; Shah, M.K.; Pearson Jr., R.V. 2010akda Business Survey: The business landscape for
MSMEs and large enterprises in Zambia. FinMark ErBsivate Sector Development Reform Programme;
World Bank Zambia Country Office; Zambia Business Raordune.

13 Freedom House. 201Breedom in the World: Zambi&ccessed on 19 November 2012.

14 Anti-Corruption Commission Zambia. 201Mational Anti-Corruption PolicyACC News. Accessed on 5
December 2012.

15 Anti-Corruption Commission Zambia. 201&nti-Corruption Commission happy with milestones awiei
in last year ACC News. Accessed on 5 December 2012.

¥nput provided at a tripartite technical workshagchon 10-11 April 2013 in Lusaka for the validatiof
this report.



Control of Corruption

0.00

0.10 2006 2007 2008 2009 2010 2011

-0.20
-0.30 Zambia

~——Malawi
-0.40 .
-~ Mozambique

-0.50

Tanzania

Scale from-2.5t0 2.5

-0.60
-0.70

-0.80

Source: World Bank, Governance Matters database.

“Government Effectiveness” measures the qualitguidlic services, the capacity of
the civil service and its independence from pditipressures, the quality of policy
formulation and implementation, and the credibitifithe Government’s commitment to
such policies. In a range of values from -2.5 @ ®ith higher values indicating better
performance, Zambia maintains values below 0 dweperiod 2006-11. Again, its three
neighbouring countries used for comparison do mofopm substantially better in this
regard, although Zambia registered the lowest valmeng the four in 2011 at -0.65.
“Voice and Accountability” measures the extent foiah citizens participate in selecting
their government, as well as freedom of expresdi@®dom of association and a free
media. Similar to Malawi, Mozambique and Tanza#di@nbia maintains levels below 0
over the period 2006-11, on a scale from -2.5 fowdth higher values indicating better
governance. The Zambian constitution guaranteesddm of speech. However,
journalists practice self-censorship and can befronted with legal and physical
intimidation’ In Zambia, there are both state-run and privadeorand TV stations, and
access to Internet is not restricted by the Govenifi There are about 30 radio stations,
with the radio being the most popular form of maslia in the country. In 2007, 74 per
cent of men and 59 per cent of women aged 15-4énksl to the radio at least once a
week!® There are several local radio stations and nevespapfwo very popular
newspapers are controlled by the Government. Aghdbe public media has never been
entirely independent of government influence, themge been improvements since the
election of President Sata.

Until September 2011, when opposition leader Mitl&sa became president of
the country, opposition parties could operate betewoften subject to intimidation and

7BBC. 2012.
18 | bid.
%an Klaveren, M.: Tijdens, K.; Hughie-Williams, MMartin, N.R. 2009An overview of women’s work

and employment in ZamhiaVorking Paper 09-08. University of Amsterdam, Bmber. Accessed on 9
November 2012.

20 Tripartite technical workshop, 10-11 April 2013.



violence? It is however argued that such prosecutions ditesicticed at present. One
example is the misuse of the Public Order Act terode people’s right to associate,
which has led the Law Association of Zambia to take Government to couft.
Demonstrations are allowed provided that the palemeive a one-week notice. While
permission is not required, the police have ofteskén up protests because of lack of
permits. Legislation passed in 2009 introduced tamgs on NGOs and their activities,
requiring registration and re-registration everyears?

Key Indicators

Control of corruption 2006 2007 2008 2009 2010 2011

The extent to which public power is exercised | Zambia -0.73 1 057 047 -054 ) -058 | -0.51

for private gain, including both petty and Malawi 054 | -054| -043| -039| -043| -036

grand forms of corruption, as well as

“capture” of the state by elites and private Mozambique -0.60 -0.50 -0.48 -0.41 -0.39 -0.41

Interests. Tanzania 022 034 042 044 052 052

Source: World Bank, Governance Matters

database?*. Estimate of governance measured on a scale from approximately -2.5 to 2.5.
Higher values correspond to better governance.

Corruption Perceptions Index (CPI) 2006 2007 | 2008 | 2009 | 2010 | 2011 | 2012

The Transparency Inter-national CP! Zambia 26 26 281 30| 30! 32 37

measures the perceived levels of public Malawi

sector corruption as seen by business people | Maawl 2.7 27 28] 33| 34| 30| 37

and country analysts in a given country and Mozambique 28 28 26 25 27 27 31

is a composite index, drawing on different - . . : . - - .

expert and business surveys. Tanzania 29 32| 30| 26| 27| 30| 35

Source: Transparency International.2®

*In 2012, Transparency International changed the
CPI scale from 0-10 to 0-100. In the interest of
comparison, the numbers reflected here for 2012
are thus altered, where the original score given is

The scores are on a scale from 0 (highly corrupt) to 10 (highly clean).

divided by 10.
Government effectiveness 2006 2007 2008 2009 2010 2011
The quality of public services, the capacity of | Zambia -0.81 -0.71 -0.73 -0.76 -0.80 -0.65

the civil service and its independence from

political pressures, the quality of policy Malawi 081 056 | 05| 047 043 -043
formulation and implementation, and the Mozambique 054 | -047 | -048 | -0.49 052 | -0.55
credibility of the government's commitment to :

such policies. Tanzania -0.34 -0.38 -0.48 -0.51 -0.50 -0.54
Source: World Bank, Governance Matters Estimate of governance measured on a scale from approximately -2.5 to 2.5.
database.*® Higher values correspond to better governance.

2 Freedom House. 2012.

2Tripartite technical workshop, 10-11 April 2013.

2 Freedom House. 2012.

2 http://info.worldbank.org/governance/wgi/index.asp

2 hitp://lwww.transparency.org/policy _research/survaysices/cpi

28 hitp://info.worldbank.org/governance/wgi/index.asp




Voice and accountability 2006 2007 2008 2009 2010 2011
The extent to which a country’s citizens are Zambia 0221 0221 -018 | -032| -026| -020
able to participate in selecting their Malawi

government, as well as freedom of alawi 025 | 027 -025| -016| -021| -0.26
expression, freedom of association and a free | Mozambique 0.08 007 007 20,09 20,09 015
media. ; : ; : : :
Source: 2\4V0r|d Bank, Governance Matters Tanzania -0.20 -0.14 -0.18 -0.13 -0.11 -0.11
database. Estimate of governance measured on a scale from approximately -2.5 to 2.5.

Higher values correspond to better governance.

Other Useful Indicators

Political Rights Index 2009 2010 2011 2012 2013

The Political Rights Index measures the Zambia 3 3 3 3 3

degree of freedom in the electoral process, .

political pluralism and participation, and Malawi 4 3 3 3 3

functioning of government. Mozambique 4 4 4 4

mlr(cjes: Ulrzvré-);ggm House, The Freedom in the Tanzania 4 4 3 3 3
Freedom House rates political rights on a scale of 1 to 7, with 1 representing
the most free and 7 representing the least free.

Civil Liberties Index 2009 2010 2011 2012 2013
The Civil Liberties index measures freedom Zambia 4 4 4 4 4
of expression, assembly, association, and .
religion. Malawi 4 4 4 4 4
Source: Freedom House, The Freedom in the | Mozambique 3 3 3 3 3
World Survey.”® -

Tanzania 3 3 3 3 3

Freedom House rates civil liberties on a scale of 1 to 7, with 1 representing the
most free and 7 representing the least free.

2.3. Social dialogue

Social dialogue with freedom of association andritjlet to collective bargaining is
fundamental for the achievement of effective, ehlé and mutually beneficial
outcomes for ILO constituents and society at latdefortunately, secondary data on
social dialogue in the sub-region tends to be gcafdr example, for “Trade Union
Density” there is no data on Zambia or Mozambigamed figures for the other two
countries — Tanzania and Malawi — are availabledioly one year for each country.
There is no data on “Enterprises Belonging to Eymie Organizations Rate” or
“Collective Wage Bargaining Coverage Rate” for asfythe four selected countries.
“Cooperation in Labour-Employer Relations” deteresnwhether labour-employer
relations are confrontational or cooperative orcalesfrom 1 to 7 with higher values

27 http://info.worldbank.org/governance/wgi/index.asp

28 http://www.freedomhouse.org

2 |pjd.



indicating more cooperation. Zambia has registelegteasing levels, from 4.4 in 2008-
09 to 4.1 in 2012-13. However, comparatively it mains good levels similar to those of
Malawi, better than those of both Mozambique andzaaia, and just slightly below the
2012-13 world mean of 4.3.

Cooperation in Labour-Employer Relations
7.0
6.0
B 8 o P Zambia
'; 4.0 A :\' —— Malawi
-;:“ >+q\._. +Mozambique
3.0 ~&—Tanzania
World (mean)
20
1.0
2008/09 2009/10 2010/11 2011/12 2012/13

Source: World Economic Forum Executive Opinion Survey.

Zambian trade unions are among the strongest icaAflrhe two main ones are the
Zambia Congress of Trade Unions (ZCTU) and the e of Free Trade Unions of
Zambia (FFTUZ). Some two/thirds of the 300,000 eaypks who worked in the formal
sector in Zambia in 2009 were trade union memb€msidering both formal and
informal workers, the unionization rate was abdipgr cent in 2008 ZCTU operates
democratically and independently from state interiee® It is the largest trade union. It
was founded in 1965 and currently represents 3Hatétl national union# In 1996, the
ZCTU decided to accept the membership of informatkers, the number of whom had
been growing following the adoption of liberalisatimeasures. In 2004, an association
of informal employees was allowed to join ZCTU asadfiliate member. It is to be noted
that since the early 1990s, several associationspgrg and representing informal
workers have been established in Zambia. Theseniaagéons protect the interests of
their members vis-a-vis local authoritf@sThe Zambia Federation of Employers (ZFE)
was established in 1966lts membership is presently made up of 425 orgdioizs with

30van Klaveren et al. 2009.
31 Ereedom House. 2012.

32zambia Congress of Trade Unions

33 War on Want. 2007. Time for a new deal: Socialagjae and the informal economy in Zambia, July.

347zambia Federation of Employers




over 250,000 employees. Its primary role is to gebtthe interests of employers on
social and labour polici€s.

A Tripartite Consultative Labour Council comprisify representatives of workers,
employers and the Government advises the Governmenkabour-related matters.
Although its recommendations are not binding, tlmincil seems to work rather
effectively, holding quarterly meetings.

The Zambian Constitution provides for freedom ofoasation. However, some
limits exist. Workers in the prison service, judgesurt registrars, and magistrates are
out of the scope of the Industrial and Labour Retat Act, and the Minister of Labour
has the power to exclude other categories of ensgldyrom the coverage of the ct.
For these reasons, the ILO Committee of Expertthempplication of Convention and
Recommendations has urged the Government of Zatobreodify the act. Unions must
be registered and in order to do so, they must laveast 25 members. Anti-union
discrimination is not allowed and workers who aigrdssed because of union activities
must be reinstatel. The right to join trade unions, strike and bargedfiectively are
regulated by law. However, strikes are subjectetigthy procedures and are therefore
usually conducted illegally. In addition, strikesncbe discontinued if the court considers
them not to be in the public interest, at timedlieq to legal interpretations that are
contrary to international labour standafdhere is a plan to review labour laws which
would have a bearing on social dialodlién practice, labour exploitation is widespread
in some sectors of the economy. Tensions betweetkenso and management have
increased over the past few years, especially ime3k-owned mines due to poor
working conditions, long working hours, low salatieand unjust dismissdfsin the
private sector, collective bargaining takes plaeeugh joint councils or enterprise
bargaining unit§? Collective bargaining is almost non-existent ire teervice and
manufacturing sectors, and in small and medium-anterprises. It is more vibrant in the
mining, finance, partly agriculture, and public \8ee sectors. Over 90 per cent of
eligible public sector employees are covered biective agreements.

% International Labour Organization. 2013. Zambiac&e Work Country Programme (2012-2016). Final
draft.

% International Labour Organization. 201J@wards a new growth strateqy for employment, dewerk
and development in Zambia — National Conferetkc®; IMF; Government of Zambia (New Government
Complex, Lusaka), May 21-22. Accessed on 23 JarR@itg.

7 International Trade Union Confederation. 2048nual survey of violations of trade union righfambia
Accessed on 9 November 2012.

% International Trade Union Confederation. 200%ernationally Recognised Core Labour Standards in
Zambia Report for the WTO Central Council Review of the Edblicies of Zambia. ITUC (Geneva), 27-
29 July. Accessed on 12 November 2012.

%9 International Trade Union Confederation. 2012.
40 Tripartite technical workshop, 10-11 April 2013.

41 International Trade Union Confederation. 2012.
42 International Trade Union Confederation. 2009.

43 van Klaveren et al. 2009.
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Related Indicators

Cooperation in labour employer relations 2008/09 | 2009/10 | 2010/11 | 2011/12 | 2012/13

The Worldl Economic Forum (WEF) Sgrvey Zambia 4.4 4.3 43 4.3 4.1

relations in your country are”. Mozambique 3.8 4.0 38 36 3.6

%;\L{led Economic Forum Executive Opinion Tanzania 41 39 40 40 40
World (mean) 45 45 4.4 4.4 43
1 = generally confrontational, 7 = generally cooperative.

2.4. Respect for universal human rights and
international labour standards

Respect for human rights and international labtamdards is a distinctive feature
of societies that have successfully integratedasneility and decent work. Zambia has
adopted 8 of the 9 main human rights conventioni. has not yet ratified the
Convention on the Prevention and Punishment ofCttime of Genocide. Tanzania and
Mozambique have also adopted 8 of the 9 main huighats conventions, while Malawi
has ratified 7. The International Convention foe tRrotection of all Persons from
Enforced Disappearance was ratified by Zambia il2Blowever, a major shortcoming
is that Zambia failed to recognize the competentdéhe Enforced Disappearances
Committee to receive and consider communicatioos fall on behalf of victims or by
other state§

All four countries have ratified the eight ILO coo®nventions on freedom of
association and collective bargaining, and theiaolof child labour, forced labour and
all forms of discrimination. However, forced labpuncluding of children, exists in
Zambia, particularly in informal, labour intensigectors such as domestic work, hotels,
agriculture, and construction. Almost 92 per ceihtotal children aged 7-14 work in
agriculture. About 4 per cent of children are emgplbin formal entities. Besides being a
rural phenomenon, child labour is also concentratedertain regions, such as in the
Eastern and Northern provinces, where the sharesiking children were 55 per cent

4 http:/lwww.weforum.org/issues/global-competitivenes

“These are the International Convention on the Httion of All Forms of Racial Discrimination, the
International Covenant on Civil and Political Rightise International Covenant on Economic, Social and
Cultural Rights, the Convention on the Elimination Af Forms of Discrimination against Women, the
Convention against Torture and Other Cruel, InhumanDegrading Treatment or Punishment, the
Convention on the Rights of the Child, the Internalo@onvention on the Protection of the Rights of All
Migrant Workers and Members of Their Families, theernational Convention for the Protection of All
Persons from Enforced Disappearance, and the Caamean the Rights of Persons with Disabilities.

46 Amnesty International. 201Zambia becomes the 25th state party to the IntermetConvention for the
Protection of All Persons from Enforced Disappeeeabut fails to make crucial declaratiodsmnesty
International Public Statement, 20 April. Accessaed November 2012.
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and 52 per cent respectively in 200&overnment efforts to combat child labour focus
on agriculture through the action of labour inspextand NGOs. Zambia ratified ILO
Convention 182 concerning the Prohibition and ImiaiedAction for the Elimination of
the Worst Forms of Child Labour, but has not yedmdd a list of occupations where
forms of child labour are most prevaléft.

The human rights situation in Zambia can also be&essed considering other
indicators. The “Political Rights Index” measurég tevel of freedom in the electoral
process, political pluralism and participation, dadctioning of government. In a range
from 1 to 7 with higher values indicating a higlgggree of freedom, Zambia has
recorded a stable value of 3 from 2007 to 2013hlile exception of 2006 when it
registered a higher value of 4. The three neighbgurountries chosen for comparison
recorded overall better values during the perio®6203, although in 2013 only
Mozambique reached a value of 4. The “Civil Libethdex” measures freedom of
expression, assembly, association, and religiona ©cale from 1 to 7 with higher values
corresponding to better performance, Zambia maiathia level of 4 over the period
2006-13, with the exception of 2009 when it recdrde value of 3. Mozambique,
Tanzania and Malawi perform in a similar way, altbb only Malawi, like Zambia,
registered a value of 4 in 2013. In 2007, Zambkétsnan Rights Commission reported
that killing, unlawful detentions, poor prison cdai@hs, police brutality, and torture
were daily occurrences in the country. In additjostice was often delayed due to a lack
of financial resources and human capatity.

Sexual and gender-based violence against womenamnhildren is a major issue
in Zambia. Domestic violence is prohibited by lawt bs nonetheless a widespread
phenomenon. “Defilement”, which is an unlawful sakactivity with children under 16,
is also particularly commoti.It has been observed that discrimination agaimshen is
supported by some customary practiteZambia ratified the Convention on the
Elimination of All Forms of Discrimination againgfomen in 1985 but has not accepted
the competence of its committee to receive and idenscommunications from
individuals and groups. The Zambian constitutioegiguarantee the equality of women
and men, but provides for an exception in casesdoption, marriage, divorce, burial,
devolution of property upon death, or other matwfrpersonal law’ In addition, the
above-mentioned convention has not been fully ipo@ated into domestic law.

7 International Labour Organization. 201Zkbwards Ending Child Labour in Zambia: An assessnoént
resource requirementtter-agency Country Report. ILO; UNICEF; World Batkderstanding Children’s
Work project, September. Accessed on 18 Januarg.201

8 United States State Department Bureau of Democtdayan Rights, and Labor. 2012010 Human
Rights Report: Zambia2010 Country Reports on Human Rights Practices, p&il.AAccessed on 15
November 2012.

¢ Human Rights Watch. 200€ountry Summary — Zamhi&ccessed on 6 December 2012.

50 United States State Department Bureau of Demockasyan Rights, and Labor. 2011.

51 World Organisation Against Torture. 200Muman Rights Violations in Zambia — Part 1l: Women's
Rights Shadow Report to the Human Rights Committee: Zarnidune. Accessed on 9 November 2012.

52 Bourke-Martignoni, J. 2002Violence Against Women in Zambia. Committee on tHeniBation of
Discrimination Against WomerWorld Organisation Against Torture. Accessed dfo®ember 2012.
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However, a positive step undertaken by the ZamB@iamernment is the adoption of an
Anti-Gender Based Violence Act in 20%1..

Another relevant human rights issue is discrimpratiagainst persons with
disabilities. The Persons with Disabilities Act 2012 prohibits discrimination against
disabled individuals. Nonetheless, this group ofogbe experience significant
discrimination in employment and education. The &oment actively discourages
discrimination against persons with HIV/AIDS. Noheless, social and employment

discrimination against this group remains comrfon.

Key Indicators

Ratification of Human Rights Conventions As of 15 January 2013

It shows the status of human rights referring to ratification of following 9 Zambia 8
conventions: Convention against Torture and Other Cruel, Inhuman or . 7
Degrading Treatment or Punishment; Convention on the Rights of the Malawi

Child; Convention on the Elimination of All Forms of Discrimination against | Mozambique 8
Women; International Convention on the Elimination of All Forms of Racial - 8
Discrimination; Convention on the Prevention and Punishment of the Tanzania

Crime of Genocide; International Covenant on Civil and Political Rights;
International Covenant on Economic, Social and Cultural Rights;
International Convention for the Protection of All Persons from Enforced
Disappearance; Convention on the Rights of Persons with Disabilities.

Source: United Nations Treaty Collection Multilateral Treaties Deposited with the
Secretary General (UNTC).*

Number of Conventions ratified out of 9.

Ratification of fundamental ILO Conventions As of January 2013

It shows the status of labour rights conventions. It refers to ratification of Zambia 8
following 8 conventions: Freedom of association and collective bargaining ; 8
(C.87, C.98), Elimination of forced and compulsory labour (C.29, C.105), Malawi

Elimination of discrimination in respect of employment and occupation Mozambique 8
(C.100, C.111), Abolition of child labour (C.138, C.182). - 8
Source: ILO® Tanzania

Number of Conventions ratified out of 8.

3 United Nations Committee on the Elimination of Distnation against Women. 201LToncluding
observations of the Committee on the EliminatiorDifcrimination against Women — Zambigorty-ninth
session, 11-29 July 2011, CEDAW/C/ZMB/Q/5-6. UN CEDAY® September. Accessed on 14 January
2013.

54 United States State Department Bureau of Demockoyan Rights, and Labor. 2011.

S5 http://treaties.un.org/

56 http://www.ilo.org/ilolex/english/docs/declworldrt
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Other Useful Indicators

Political Rights Index 2009 2010 2011 2012 2013

The Political Rights Index measures the degree of Zambia 3 3 3 3 3

freedom in the electoral process, political pluralism and .

participation, and functioning of government. Malawi 4 3 8 8 3

Source: Freedom House, The Freedom in the World Survey.>’ Mozambique 3 4 4 4 4
Tanzania 4 4 3 3 3

Freedom House rates political rights on a scale

of 1to 7, with 1
representing the most free and 7 representing the least free.

Civil Liberties Index 2009 2010 2011 2012 2013
The Civil Liberties index measures freedom of Zambia 3 4 4 4 4
expression, assembly, association, gnd religion. . Malawi 4 4 4 4 4
Source: Freedom House, The Freedom in the World Survey.
Mozambique 3 3 3 3 3
Tanzania 3 3 3 3 3

Freedom House rates civil liberties on a scale of 1 to 7, with 1
representing the most free and 7 representing the least free.

57 http://www.freedomhouse.org/

%8 |bid.
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3. Economic elements

Indicators* assessing economic elements of
the enabling environment for sustainable
enterprises for 2009**

Macroeconomic indicators

= Zambia === Malawi Mozambique ==ll==Tanzania

GDP Growth
Rate

Current
Account
Balance .

Export
Propensity
Index

Gross Capital

FDI Net Inflow N
Formation

Gross Domestic
Savings

Enabling Trade
Index

Trade

Key findings:

Over the past decade, Zambia has recorded higH
growth and macroeconomic stability, and is expected
to continue in this direction.

e Economic growth is concentrated in highly capital

intensive or urban-based sectors, such as mining,
construction and services. The large majority & th
poor depend on agriculture, but this sector has not
recorded significant growth over the past few years

e Fiscal policy is expansionary, with rising taxes on

mining, and an increase in the tax threshold for
companies and the income tax threshold for
individuals. The Government also plans to allochée
bulk of its resources to infrastructure development
particularly roads, health, education, and skills
development.

In 2006, Zambia adopted the long-term development
plan, “Vision 2030", which sets the economic and
social goals and targets to be achieved over the ne
generation. The main objective of the plan is foe t
country to reach middle-income status by 2030.
Zambia became a middle-income country in 2011.

In 2012, the Government of Zambia launched the
Industrialization and Job Creation Strategy to
facilitate foreign and local investments for

employment creation, focusing on the development of
agriculture, tourism, construction, and manufacigri

Zambia's trade policy aims to boost domestic
productivity mainly through export promotion. The
SNDP emphasizes trade liberalization, the promotion
of economic diversification and export-led growth.

Access to credit, property rights and competition indicators

==¢==7ambia === Malawi

Mozambique

== Tanzania

Credit to Private Sector

Extent of Market Dominance .

Effectiveness of Anti-monopoly
Policies

Intensity of Local Competition \\

AN
Intellection Property Protection
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ICT and infrastructure indicators

== 7ambia === Malawi Mozambique  ==ll==Tanzania

ICT Development
Index**

Quality of Port
Infrastructure..

Internet Users

Fixed Lines
Subscriptions

Quality of Overall
Infrastructure...

Improved Water|
Sources**

Mobile Cellular .
Subscriptions

Broadband
Subscribers

In 2012, Zambia ranked 94 out of 185 countrieghin
World Bank Ease of Doing Business ranking, and 74
out of 185 in the same report’s Starting a Business
ranking.

Zambia’'s performance on fair competition is positiv ,
and since 2009, the country has had a national
Competition and Consumer Policy.

In terms of taxes, EESE survey respondents find tha
corporate tax rates (40 per cent of respondentsy, {85

per cent of respondents) and PAYE (almost 40 petrafe
respondents) do not
However, the Government plans to simplify the tax
system for small and medium-sized enterprises, tand «
review tax incentives to promote equity in 2013.

encourage business growth.

Although firms’ access to credit has considerably
improved since 2003, the 2009 FinMark Trust Zambia
Business Survey reveals that access to finandeeis t
single greatest concern of entrepreneurs. Thisues t
more for owners of small businesses that for owners
of large firms. These findings are confirmed by the
EESE survey.

Access to finance is difficult for Zambians in geale

but reportedly even more so for women. Despite
women being better at repayment than men in general
they lack a supportive business network and formal
documents certifying their financial viability.

The ICT in Zambia is generally characterized by low
competition and high prices. However, recent
measures introduced by the government are yielding
positive results and Zambia has a clear policy and
legal framework regulating ICT.

Physical infrastructure development is a key area
where major efforts should be concentrated for
economic growth and prosperity in the country.

In 2010, 61 per cent of the total population hatkas

to improved water sources, though primary
information reveals that access to clean watetilisas
serious issue.

Roads and railways are poor and

infrastructure requires improvements.

electricity

Unlike several other developing countries, wheeefthancial sector
is often weak and good savings rates do not casreso significant
investments, according to its gross domestic saviage, Zambia
has performed rather well, which seems to inditlae its financial

sector is in relatively good condition.

* the values for the individual indicators have héarmonized for better presentation. The origimdicator values are included in the chapters.
** where data for 2009 was unavailable for cerfauticators, figures reflect values for 2010.
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3.1. Sound and stable macroeconomic policy and
good management of the economy

Macroeconomic policies should guarantee stable anedictable economic
conditions. Sound economic management should canthie objectives of creating
more and better jobs, combating inflation, and enpgnting policies and regulations that
stimulate long-term productive investment. In 20@&mbia adopted a long-term
development plan called “Vision 2030” which sets #conomic and social goals and
targets to be achieved over the next generatioa.riéin objective of the plan is for the
country to reach middle-income status by 28f3ambia became a lower middle-income
country in July 201% and is likely to meet all MDGs except environménta
sustainability by 2018' The implementation of Vision 2030 is articulatéuough the
adoption of five-year development plans, the mesent of which is the Sixth National
Development Plan (SNDP) covering the period 2011FHe SNDP focuses on sustained
economic growth and poverty reduction. It prioeszpro-poor growth through job
creation and skills development, particularly foush. Diversification of the economy is
another very important aspect of the SNDP. The mgisiector, which is the main driver
of economic growth in Zambia, will continue to playpivotal role, but other sectors
must be promoted to mitigate the negative impadtexternal shocks. Agriculture,
tourism, manufacturing, mining, and energy will the main drivers of future growth.
Over the SNDP period, domestic revenues as a sfidédP are expected to increase
which should lower grants from cooperating partriesen about 3.3 per cent of GDP in
2010 to 2.1 per cent by 2015. The Government dlaadlocate the bulk of its resources
to infrastructure development, particularly roadsealth, education, and skills
development?

Social services and infrastructure comprise 4Zpat of the fiscal budget for 2013.
Fiscal policy will remain expansionary in 2013, lwitising taxes on mining, and an
increase in the tax threshold for companies andnitmme tax threshold for individuals.
Revenues from mining in general will be enhancedihey have been relatively low
compared to other mineral-producing countries. Texenues from this sector are
expected to increase, in part through more rigommarspliance with the existing tax
regime, as well as through a rise in the Governiaestakes in the mines to 35 per cent
from the current 10-20 per cent. Depending on hioev Government handles this and
other similar measures, foreign investments maylibeouraged. Policy uncertainty is
rather high?® However, the macroeconomic framework for Zambiaaias good and is

%Government of Zambia. 2008&/ision 2030 Republic of Zambia, December. Accessed on 9 Noeemb
2012.

80 hitp://www.worldbank.org/en/country/zambia/overview

51 Ministry of Finance and National Planning. 208Ixth National Development Plan 2011-2015 Executive
Summary Republic of Zambia (Lusaka), January. Accessefl November 2012.

52 |pjd.

53 Economist Intelligence Unit. 201Zambia, Country ReportLondon), March. Accessed on 14 March
2013.
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one of the best in the region. The new Governmastriot introduced any radical change
and there is no reason to believe that the gesiualtion should worsei.

How important do you think sound economic management is
in creating more and better jobs and in stimulating productive
investment?

® Unimportant ® Somewhat important ™ Important * Veryimportant = Don't Know

0.8

Female 71.5% 0.8%
0.4%
% of respondents by sex

Source: Zambia EESE survey.

The Zambia EESE survey reveals that for an ovenwingl majority of respondents
sound economic management is crucial in creatingemand better jobs and in
stimulating productive investment. It is “very immemt” for over 70 per cent of them
and “important” for 23.3 per cent. Women were mpositive than men in this regard,
with 98 per cent of women compared to about 90 qet of men describing it as
“important” or “very important”. For 40.3 per ceot interviewees, corporate tax rates in
Zambia do not encourage business growth, and fouta®8 per cent of them, corporate
tax rates have “little impact” on enterprise expansAs the chart below shows, the
largest shares of respondents from both the mindnidijing and quarrying, and the
transport, storage and communication sectors apliftle impact”. Companies in these
sectors often enjoy economies of scale thanksdio lrge size, as well as benefit from
tax exemption§’ It is however to be noted that in 2013 the Goveminplans to simplify
the tax system for small and medium-sized entaxpriand to review tax incentives to
promote equity® For 42.7 per cent of interviewees, VAT rates hditde impact” on
business expansion, and 35.2 per cent feel thegotl@ncourage growth. This latter,
more negative perception prevails among respondéoits the construction, and
tourism, hotel and restaurant sectors. When it soimé>AYE rates, for 40.8 per cent of
respondents they have “little impact” on businesswj, and for an almost equal share,
39.1 per cent, they discourage enterprise expandibe more negative perception
predominates among respondents from the minindlindriand quarrying, and finance
and insurance sectors.

® Focus group discussion held on 27 September 2812usaka with Mr. Perry Perone, Country
Representative of the IMF.

® Tripartite technical workshop, 10-11 April 2013.

® Ministry of Finance and National Planning. 201212 Budget Address by Hon. Alexander B. Chikwanda,
MP Minister of Finance. Zambia National Assemblg,Qctober.
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How do you think corporate tax rates influence business

growth?
100% - -
-~ JEggEgEnn
g 80% "HE BN = ’ I ‘mam BB ¥ Encourage growth
2 70% ™ Little impact
s 50% * Do not encourage
§40%" — B — I — N — N — N — N — growth
€ 30% 0~ - BB B © Don't Know
® 20%
0%
& & & O & & & &
> & & o <& o &g X &
< N O ¥
(\& S & z"@ \&C“ 5 & & Q€ I
¢ & &F & &£ & ¢ &
¥ & & & &€ & &
NlR & (¢ &
O < \(l .Q’b ‘Ob
O E & <&
& N <
N & O
N & 8
& &
&
<&

Source: Zambia EESE survey.

Over the past decade, Zambia has recorded hightlygrawd macroeconomic
stability, and is expected to continue in this dii@en. Nonetheless, poverty remains
widespread with about 60 per cent of the populaliging below the poverty line in
2010. In Zambia, growth is concentrated in highgpital intensive or urban-based
sectors, such as mining, construction and servicepper exports accounted for about
75 per cent of total export receipts and contriduteer 30 per cent of GDP in 2011. The
large majority of the poor depend on agriculturef this sector has not recorded
significant growth over the past few ye&f#n an effort to improve the current situation,
in 2012 the Government of Zambia launched the lm@ligation and Job Creation
Strategy to facilitate foreign and local investnsefttr employment creation focusing on

the development of agriculture, tourism, constargtand manufacturing.

®7 International Monetary Fund. 2012Zambia 2012 Article IV ConsultationMF Country Report No.

12/200, July. Accessed on 12 November 2012.
%8)L0. 2013.
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GDP Growth Rate
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Source: World Bank national accounts data (World Development Indicators Online).

In 2011, Zambia’s economic growth rate slowed #66er cent, down from 7.62
per cent the previous year. However, this is &ifher than the Sub-Saharan Africa
average of 4.72 per cent in 2011. Of its neighbmudountries in the same year, only
Mozambique performed better than Zambia, reachirgr @ per cent. Zambia’'s GDP
growth in 2012 is estimated at about 6 per centtduthe drop in maize and copper
output. The national currency is expected to deptedy almost 4 per cent annually
over the coming few years which should encouragm®s® In order to achieve pro-
poor growth, Zambia should adopt reforms leadingttusive, job-rich growth such as
boosting agriculture and other employment-intenssextors, improving access to
financial services, and creating space for gromtbrmmtion and poverty reduction
spending?®

Information on the employment situation in Zamlsaather scanty due to the large
size of the informal economy. In 2009, only 11 pent of the total labour force was
employed in the formal sector. Informal employmesats higher in rural areas (96 per
cent) than in urban ones (71 per céhtThe 2009 FinMark Trust Zambia Business
Survey reveals that 88 per cent of employed Zansbiaork for informal enterprises with
less than 5 employeéSAccording to ILO data, the “Labour Force Partitipa Rate” in
the country has been decreasing since 2005. It 83as per cent in that year and
decreased to 79.8 per cent in 2010. Compared walawm, Mozambique and Tanzania,
Zambia registered the lowest labour force partidperates. As noted above, mining is a
major sector driving growth in Zambia. However, ides being capital-intensive, this
sector negatively reacted to the international eoma crisis, contributing to a further

®EIU. 2013.

"°IMF. 2012a.

™ Ibid.

2 Clarke, G.C.; Shah, M.K.; Sheppard, M.; Munro, &aBon Jr., R.V. 2010b. Zambia Business Survey: The

profile and productivity of Zambian businesses. Niink Trust; Private Sector Development Reform
Programme; World Bank Zambia Country Office; ZambiaiBass Forum, June.
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increase in unemployment through the closure ofingimnits, worker lay-offs, and the
suspension of labour recruitménit.

The “Current Account Balance” as a percentage oPG&r Zambia was overall
negative during the period 1997-2012, with the pkoa of 2006 when it reached 1.2
per cent. Over the past few years, it has remaateground -3 and -4 per cent. This
indicates that the portion of domestic investmémdriced through foreigners’ savings is
not very high. Mozambique and Tanzania record higlegative rates, whereas Malawi
has recently registered values around 0.

The Zambia EESE survey indicates that for 46.5 qemt of respondents the
exchange rate “does not encourage growth”, an@8d per cent it has “little impact”.
Considering interviewees by sector, the former iopinvas most often selected across all
groups. When it comes to interest rates, for 627 gent of interviewees they do not
encourage business growth. Employers are more ineghtan workers in this regard,
where 69.3 per cent of them believe interest rdtesiot encourage business growth,
compared to 57.8 per cent of workers who think iisue. Conversely, 17.5 per cent of
workers stated that interest rates “encourage d¢rowthile only 12.5 per cent of
employers hold this view.

How do you think interest rates influence business growth?

Don't Know ™ Does not encourage growth ™ Little impact * Encourage growth

% of respondents by status

Source: Zambia EESE survey.

Over the past few years, inflation in Zambia hasrbeaintained at single digit
figures, as it was in Mozambique, Tanzania and Mialantil 2012. It is expected to
remain so as long as the maize output continuesdeed domestic demaffdThe tight
monetary policy that the national government isspimg should also contribute to
securing low inflation. The flexible exchange rétat Zambia has maintained over the
past years allowed the country to cope well withesal external shocks. International
reserves are at good levels, but it is recommerddtalt they be increased to make the
country less vulnerable to external shocks linkegdssible declines in copper prices.

|LO. 2012a.
"4 E|U. 2013.

S |MF. 2012a.
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High levels of gross capital formation or investinane conducive to economic
growth. Zambia’s performance has been similar &t tf Malawi, Mozambique and
Tanzania in this regard and, with the exceptior?@®8, above Sub-Saharan African
averages. “Gross Capital Formation” in Zambia hasntained relatively stable levels
over the period 2006-11, reaching 25 per cent oP@GD2011.

High gross domestic savings rates usually reflectoantry’s high potential to
invest. However, savings must be deposited in fi@ninstitutions in order to be
invested through credit to businesses. In devetppgiountries, the financial sector is
often weak and good savings rates do not corresfmainificant investments. Zambia
has performed rather well compared to its neighibgucountries, which seems to
indicate that its financial sector is in better dition. The “Gross Domestic Savings” rate
in Zambia rose from 30.5 per cent in 2006 to 34qast of GDP in 2011 and is higher
than those registered in Malawi, Mozambique andz&aia, as well as the rate recorded
for Sub-Saharan Africa in general.

Key Indicators

GDP growth rate (%) 2005 | 2006 | 2007 | 2008 | 2009 | 2010 | 2011

Annual percentage growth rate of Gross Zambia 5.34 6.23 6.19 568 | 640 | 7.62 | 6.46

Domestic Product (GDP) at market prices .
based on constant local currency. GDP is the Malawi 2.84 2.06 949 8.34 | 904 | 653 | 435

sum of gross value added by all resident Mozambique 957 | 632| 728 683 634 680 | 7.10
producers in the economy plus any product :
taxes and minus any subsidies not included | Tanzania 737 | 674 745| 744 6.02 | 704 645
in the value of the products. It is calculated Sub Sah
without making deductions for depreciation of A;Iricaa aran 5.51 6.02 6.29 485 | 223 | 507 | 472
fabricated assets or for depletion and
degradation of natural resources. Annual percentage growth rate of GDP.
Source: World Bank national accounts data (World
Development Indicators Online). "

Labour force participation rate 2005 2006 2007 2008 2009 | 2010

The labour force participation rate is the Zambia 80.1 80.1 80 80 79.9 79.8

proportion of the population ages 15-64 that .
is economically active: all people who supply Malawi 832 831 821 828 827 828

labour for the production of goods and Mozambique 856 | 855| 853 | 852 85 | 849
services during a specified period. The labour
force participation rate is calculated by Tanzania 9.8 9.8 9.8 9.7 9.7 90.6
expressing the number of persons in the
labour force as a percentage of the working-
age population. The labour force is the sum
of the number of persons employed and the
number of unemployed. The working-age
population is the population above a certain
age, prescribed for the measurement of
economic characteristics.

Source: ILO KILM”’

The labour force participation rate is calculated by expressing the number of
persons in the labour force as a percentage of the working-age population.

78 http://data.worldbank.org/

7 http://kilm.ilo.org/
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Other Useful Indicators

Current account balance (% of GDP)

2008

2009

2010

2011

2012

Current account balance (also called ‘current account
surplus/deficit’) is the sum of net exports of goods and
services, netincome, and net current transfers. It is a
record of a country’s transactions with the rest of the
world. It shows whether a country is ‘living within its
means'’. If a country is spending more abroad than it
earns from the rest of the world then corrective action
will be necessary, e.g. to maintain the value of the
country’s currency in relation to other countries’
currency. The balance of payments is a double-entry
accounting system that shows all flows of goods and
services into and out of an economy. All transactions
are recorded twice — once as a credit and once as a
dehit. In principle the net balance should be zero, but in
practice the accounts often do not balance, requiring
inclusion of a balancing item, net errors and omissions.

Positive current account (surplus) balance is associated

with positive net exports. If the current account balance
is negative, it measures the portion of domestic
investment financed by foreigners' savings.

Source: International Monetary Fund, World Economic

Outlook Database, April 2010.7

Zambia

-7.14

-3.29

-3.48

-3.89

-4.38

Malawi

-9.92

-7.87

-0.98

-0.97

0.01

Mozambique

-11.89

-11.92

-13.62

-13.21

-14.58

Tanzania

-9.75

-9.42

-7.96

-8.18

-8.19

% of GDP.

Gross capital formation (% of GDP)

2006

2007

2008

2009

2010

2011

Gross capital formation consists of outlays on

Zambia

22.1

22.0

20.9

210

22.6

25.0

additions to the fixed assets of the economy plus net
changes in the level of inventories. Fixed assets

Malawi

25.7

26.5

257

256

26.0

15.5

include land improvements (fences, ditches, drains,

Mozambique

17.7

16.1

15.7

20.7

24.7

24.3

and so on); plant, machinery, and equipment
purchases; and the construction of roads, railways,

Tanzania

27.6

29.6

29.8

29.0

32.0

36.7

and the like, including schools, offices, hospitals,
private residential dwellings, and commercial and
industrial buildings. Inventories are stocks of goods

Sub Saharan
Africa

19.7

20.9

217

20.8

210

214

held by firms to meet temporary or unexpected
fluctuations in production or sales, and "work in
progress". Gross capital formation (also called
investment rate or gross domestic investment), along
with foreign direct investment, is critical to economic
growth and economic development. High level of
gross capital formation in a period of time refers to
increase in the value of inventories. High level of
gross capital formation or investment is conducive to
economic growth.

Source: World Bank national accounts data, and OECD
National Accounts data files (World Development Indicators

Online)™

% of GDP.

8 hitp://www.imf.org/external/pubs/ft/weo/2010/01/vekta/index.aspx

" http://data.worldbank.org/
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Gross domestic savings (% of GDP) 2006 2007 2008 2009 2010 | 2011

Gross domestic savings are calculated by Zambia 305 23.7 19.0 239 345 34.0
deducting total final consumption expenditure from .

GDP at current prices. A high gross domestic Malawi 12 14.5 50 13 104 56
savings ratg usually |nd|cates a country’s hlgh. Mozambique 8.8 6.3 16 29 6.0 78
potential to invest. Savings can therefore be vital to

the amount of fixed capital available, which in turn Tanzania 145 12.8 16.1 171 213 175
can contribute to economic growth. However,

increased savings do not always correspond to Sub
increased investment. If savings are not deposited | Saharan
into a financial intermediary like a bank, there is no Africa 15.9 16.6 16.2 15.1 17.2 16.6
chance for those savings to be recycled as
investment by businesses. This means that savings
may increase without increasing investment,
possibly causing a short-fall of demand rather than
economic growth. In the short term, if savings fall
below investment, it can lead to growth of
aggregate demand and economic boom. In the long
term, if savings fall below investment it eventually
reduces investment and detracts from future
growth.

Source: World Bank national accounts data, and OECD

National Accounts data files (World Development
Indicators Onling).%°

% of GDP.

3.2. Trade and sustainable economic integration

Trade integration can lead to positive employmeifieces through efficiency gains.
However, as trade integration can also lead tadjslocation, increased informality and
growing income inequality, the employment and deseork impact of trade policies
must be carefully considered.

Zambia’'s trade policy aims to boost domestic praiglitg mainly through export
promotion. The SNDP emphasizes trade liberalizatitve promotion of economic
diversification and export-led growth.Zambia’s main exports include copper, cobalt,
electricity, tobacco, flowers, and cotton. Its maiports are machinery, transportation
equipment, petroleum products, fertilizers, foodd aclothings.52 In 2011, fuels and
mining products accounted for 83.2 per cent of esspand 32.6 per cent of imports, and
manufactures comprised 9 per cent of exports and pér cent of imports. In 2010,
Zambia's main export partner was Switzerland, fe#d by China and South Africa,
whereas its main import partner was South Afrioipfved by DR Congo and Kuwdi.

“Trade” as an indicator measures the sum of expamts imports of goods and
services as a share of GDP. For some countriggrircular small ones, it exceeds 100

8 http://data.worldbank.org/

81 Ministry of Finance and National Planning. 2011.

82 United Nations Conference on Trade and Developn2€it2.Voluntary Peer Review of Competition Law
and Policy — Zambia OvervieWJNCTAD. Accessed on 9 November 2012.

83 World Trade Organization. 2012ambia Trade ProfileWTO Statistics database, September. Accessed on
21 November 2012.
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per cent. For instance, Swaziland’s trade shar&DP was 183 per cent in 2004.
Zambia’'s performance in this respect has been cratipely strong, outperforming
Malawi, Mozambique and Tanzania, as well as the&alaran African average in 2010
and 2011. The latest rate recorded for Zambia \8al (8er cent of GDP in 2011.

Trade
95.0
Zambi
85.0 ambia
—— 2
750 MalaWI
é 65.0 ~#—Mozambique
; 55.0 ~#—Tanzania
45.0 Sub Saharan Africa (all
income levels)
35.0
25.0
2006 2007 2008 2009 2010 2011

Source: World Bank national accounts data (World Development Indicators Online).

The “Enabling Trade Index” measures the factordicigs and services facilitating
the free flow of goods over borders and to finatofation. On a scale from 1 to 7 where
the highest value indicates that a country is ssgfakat enabling the free flow of trade,
Zambia earned a score of 3.8 in 2012. This is amtd the score for Malawi and slightly
higher than the scores recorded for Mozambique Teamtzania in the same year. The
“Export Propensity Index” measures the export addgand services as a percentage of
GDP. In 2011, Zambia registered a share of 46.04chwis considerably higher than
values recorded for Malawi, Mozambique and Tanzaadawell as for the Sub-Saharan
African region.

Zambia is a member of COMESA and SADC, and hasladad many bilateral
agreements. It is however unclear whether theske temrangements are beneficial or
detrimental to the country and to its private seatoparticular. In addition, many non-
trade barriers exist, such as a high number of impeErmits and an excessive number of
documents to trade specific goods, which hindez fradé’* Considering data from the
World Bank’s Doing Business Report, the number @éwinents required to import and
export in Zambia has remained rather stable inntegears. The number of documents to
export has been 6 since 2007, whereas the nhumhidwoniments to import has slightly
decreased from 9 in 2007 to 8 in 2012. In this eegpZambia performs better than its
neighbouring countries, Malawi, Mozambique and Bar&. In sharp contrast however,
it performs particularly poorly when it comes tathumber of days it takes to import
and export, where its neighbouring countries usgdcbmparison require fewer days.
For Zambia, in 2012 it took 44 days to export aBdt® import. Of the three countries

8 Cheelo, C. 2012What do the forthcoming COMESA Customs Union and CGMEAC-SADC
Tripartite Free Trade Area mean for Zambia's impoade and trade tax revenue€ambia Institute for
Policy Analysis and Research, July. Accessed on\@&hiber 2012.
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used for comparison, the best performer is Mozaow®igith 23 days to export and 28 to
import.

FDI net inflow

14.00
Zambia

12.00
~&—Malawi

10.00

& 8.00 ~#—Mozambique

S 8

; 6.00 ~#&—Tanzania

4.00 /“ Sub Saharan Africa (all

\ _ : income levels)
2.00 I/\/

0.00
2006 2007 2008 2009 2010 2011

Source: International Monetary Fund, International Financial Statistics and Balance of Payments databases & World
Development Indicators Online.

“Foreign Direct Investment” measures the net infloaf investment to acquire
lasting management of an enterprise operating @ountry different from that of the
investor. The values recorded in Zambia for thidigator are higher than those
registered in Malawi and Tanzania, whereas Mozauogbigached higher levels in 2011.
Zambia registered a value of 10.32 per cent in 2@hich is much higher than the Sub-
Saharan African average of 2.62 for that year. damslower levels of FDI in 2008 and
2009 can be explained by the adverse effects ofirttenational economic crisis.
Zambia’'s comparatively good performance in thisadsedue to the fact that, already by
the early 2000s, when private sector developmertt export-led growth gained
importance, the Zambian Government had realizedndwessity of attracting FDI to
secure adequate investments, as domestic savirajs ie the country were too low. The
satisfactory current FDI flows are the result ahast a decade of trade policies and
specific measures targeting FBIFiscal incentives for investments in priority seet
including floriculture, agro-processing and the nofasture of engineering products,
were introduced. These measures tend to favouigfol@mpanies because of the high
investment thresholds established for eligibilifihese fiscal incentives are presently
conditional on firms meeting certain employmentgé&is® A major provider of FDI in
Zambia is China, particularly in the mining secforUnfortunately, some foreign

8 Government of Zambia. 200Biagnostic Trade Integration Study — Trade CompomérRrivate Sector
Development Program for Zambik0 October. Accessed on 5 December 2012.

8 E|U. 2013.

8 Mwanawina, |. 2008China-Africa Economic Relations: The Case of ZamBifzsican Economic Research
Consortium (AERC), 4 February. Accessed on 20 Nover2d&p.
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investors neglect social and environmental intéonat standard® causing social
tension in the country (see Section 2.3).

Key Indicators

Trade (% of GDP) 2006 2007 2008 2009 2010 2011
Trade is the sum of exports and imports of Zambia 68.6 80.1 72.6 67.2 81.7 83.1
goods and services measured as a share of .

gross domestic product. It takes values Malawi 69.7 68.6 g 63.6 4.3 69.1
between 0 and +<o. Mozambique 85.6 80.5 78.6 68.1 713 743
Please note that the trade-to-GDP ratio refers Tanzania 583 65.3 63.9 58 4 66.4 813
to the sum of the imports and exports and could : i : : i i
therefore exceed 100%. Sub Saharan

Source: World Bank national accounts data (World | Africa 69.2 7.5 774 64.4 65.8 707
Development Indicators Online).2° Trade share (%) in GDP

Enabling trade index (ETI) (Report (Report (Report (Report
2008) 2009) 2010) 2012)

The Enabling Trade Index measures the Zambia 3.52 3.64 3.8 3.8

factors, policies and services facilitating the .

free flow of goods over borders and to Malawi ) .17 3.82 38

destination. The index breaks the enablers into | Mozambique 33 349 3.71 37

four overall issue areas: (1) market access, (2) -

border administration, (3) transport and Tanzania 321 35 36 37

communications infrastructure and (4) the
business environment.

Source: World Economic Forum.®®

On a scale from 1 to 7, a high score in the overall ETI indicates that a country is
relatively successful at enabling the free flow of trade.

FDI net inflow (% of GDP) 2006 2007 2008 2009 2010 2011
Foreign direct investment are the net inflows of | Zambia 575 | 1147 6.41 543 | 1068 | 10.32
investment to acquire a lasting management .

interest (10 per cent or more of voting stock) in Malawi 114 341 4.57 0.98 180 164
an enterprise operating in an economy other Mozambique 2.61 5.19 5.65 926 | 1092 | 16.25
than that of the investor. It is the sum of equity -

capital, reinvestment of earnings, other long- Tanzania 2.81 3.46 6.68 4.46 4.46 4.59
term capital, and short-term capital as shown in Sub Sah

the balance of payments. This series shows net A;lricaa aran 2.26 3.37 3.92 3.69 2.52 3.19
inflows in the reporting economy and is divided

by GDP. FDI net inflow (in current US$ as % of GDP).

Source: International Monetary Fund, International
Financial Statistics and Balance of Payments
databases & World Development Indicators Online.®*

8 Asche, H.; Schilller, M. 200&hina’s Engagement in Africa — Opportunities anckRifor Development
GTZ, September. Accessed on 5 December 2012.

8 http://data.worldbank.org/

90 http://www.weforum.org/s?s=global+enabling+tradeene

%1 http://data.worldbank.org/
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Other Useful Indicators

Export propensity index= Exports of goods and services (% of 2006 2007 2008 2009 2010 2011
GDP)

Exports of goods and services represent | Zambia 3849 | 4091 | 3537 | 3501 | 46.78 | 46.04
the value of all goods and other market .

services provided to the rest of the world. Malawi 2262 | 2833 | 2819 | 2465 | 2938 | 29.59
They include the value of merchandise, | Mozambique 38.36 | 3535 | 3227 | 2479 | 26.28 | 28.90
freight, insurance, transport, travel, -

royalties, license fees, and other services, | Tanzania 2256 | 2424 | 2514 | 2323 | 2783 | 31.06
such as communication, construction, | gyp Saharan Africa | 33.73 | 3462 | 3690 | 20.89 | 3141 3357
financial, information, business, personal,

and government services. They exclude
labour and property income (formerly
called factor services) as well as transfer
payments.

Source: World Bank national accounts data
and OECD national accounts data files (World
Development Indicators Online).92

It ranges from 0 (with no exports) to 100 (with all domestic production exported).

3.3. Enabling legal and regulatory environment

Well designed and clear regulations, including ¢hdbat uphold labour and
environmental standards, are good for the promowbnstart-ups and enterprise
development. They facilitate formalization and hoegstemic competitiveness. The
“Regulatory Quality Index” measures the ability @fgovernment to provide sound
policies and regulations for the promotion of thizgite sector. Zambia's performance in
this regard has been poor and below 0, shiftingff0.70 in 2005 to -0.43 in 2011, on a
scale from -2.5 to 2.5 with higher values indicgtbetter performance. The country has
slightly improved in time, but scores poorly, achig a value which is similar to that of
Mozambique and Tanzania,, and better than that afaM in 2011. Inadequate
regulations and policies may lead to the expansfahe informal economy. As already
noted in section 3.1, the informal sector constdua large portion of Zambia's total
economy. It is estimated that in 2010 it represdi@ per cent of GDP. Its growth rate
over the period 1973-2010 was 2.7 per cent annuadiypared to a growth rate of 2.8
per cent annually of the formal sector. Informalegprises do not pay taxes which leads
to unfair competition for sustainable, formal comigg which are confronted with a
heavy tax burden because of the small size ofdimdl sector in the country. Moreover,
the fact that informal firms do not pay taxes resih reduced government revenues.
However, since 2004, informal firms in Zambia hdeen subject to different kinds of
taxation. In 2004, a “presumptive turnover tax omak and medium enterprises” was
introduced; the following year, a “base tax on netelers” was added and in 2007, an
“advance income tax for cross border traders” wdaspted. However, total revenues
from these informal-economy taxes were only 2 @t of total income tax revenues in
2009. Even with higher tax rates, considering figl kax collection costs due to the type
and location of informal economic activities in Zaim it is estimated that some other
measures, such as the application of personal ia¢ares, the adoption of formalization
incentives, and the strengthening of VAT perforngit general would be more cost-

92 http://data.worldbank.org/
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effective actions to raise tax revendeSection 3.1 presents findings from the Zambia
EESE survey on the perceived impact of differepeyof taxes on business growth.

Ease of Doing Business Index
60
w
@
S 80
c
8
) - Zambia
-
s 120 ~—Malawi
M -
3 — ~#—Mozambique
@ 140 '\% .
S Tanzania
X
€ 160
&
180
2008 2009 2010 2011 2012

Source: World Bank, Doing Business project.

The “Ease of Doing Business Index” ranks econorfi@® 1 to 185, where a high
ranking reflects a regulatory environment thataeducive for business operations. This
index includes averages for 10 different topicse Tdata show that the situation in
Zambia has improved from 2008 to 2012. The coumioyed from 116 to 94, although it
slightly worsened compared to 2010 and 2011 whesaithed 90 out of 185. Zambia's
performance in this respect is better than thatsadhree neighbouring countries used for
comparison. The Government of Zambia introducecrsgweforms over the past few
years, including infrastructure improvements, shigaing procedures and minimizing
legal requirements to start a busin¥sghe one-stop shop is considered to be a very
successful measufglt now takes one day for enterprises to registdnisaka, though it
still takes 2-3 months for firms in provinces to dbe samé® Thus, despite
improvements, the regulatory environment is not nok@ to be conducive to
entrepreneurial activity. For example, obtainingpanmercial licence is time-consuming
and costly, and firms tend to hire casual or infarmorkers’’ Most reforms in this area
are being dealt with by the Ministry of Commerceade and Industry. In 2009, a
MSME policy was adopted, although currently adegudanding would be required for
its implementatior?? Some employment-related issues affecting the emakégal and

% Nakamba-Kabaso, P; Phiri, S. 200h Taxing the Informal Sector: What should Zansira for? Zambia
Institute for Policy Analysis and Research. Accessed5 November 2012.

% World Bank Group. (undatedfambia Investment Climate Program 2009-20a/brld Bank; IFC; World
Bank Group, December. Accessed on 21 January 2013.

% Focus group discussion held on 27 September 20123aka with Mr. Nyambe Nambayo and Mr. John
Nsakanya, directors of ZACCI.

% Focus group discussion held on 28 September 2012isaka with Ms. Kundhavi Kadiresan, Country
Director and Mr. Brian Mtonya, Executive Assistahtle World Bank.

" The Heritage Foundation. 2018dex of Economic Freedom — Zambiccessed on 6 December 2012.

% Focus group discussion held on 28 September 201&i$aka with Mr. Windu Matoka, Head of SME
Division of the Zambia Development Agency (ZDA).
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regulatory environment are presently being addiesésethe Ministry of Labour and
Social Security, including the high cost of sevempayments and the correct size for an
enterprise to be eligible for union representation.

It is to be added that laws, regulations and proced relating to enterprise
development are considered to be complicated aheveld understood by the majority
of entrepreneurs, especially women. This partlyl&rp why historically in Zambia
women have predominated in the informal economylaneprofit micro enterprise¥”
The Zambia EESE survey reveals that according t6 Bdr cent of interviewees, most
small businesses are aware of labour law but ignmrgt of its provisions, so it does not
represent a major impediment for the expansionnedlisfirms. A similar share of
respondents equal to 31.2 per cent believe that small businesses find it difficult to
comply with labour law, which becomes a major impezht to enterprise growth.
Considering respondents by age of enterprise, dhges$t share of interviewees from
firms 1 year old or younger (44.4 per cent) beliewast small businesses are unaware of
most provisions of labour law, so it is hot a mdjopediment. Interviewees from firms
aged 2-5 and 6-9 years old were most likely to gigecmost small businesses as being
aware of, but ignoring provisions (38.4 and 36.4 gent respectively), and the largest
portion of those from firms aged 10 years or m@&& per cent) feel that labour law is a
major impediment to small business growth, as gioms are difficult to comply with.
When asked about the effect of labour law on thewgr of women-owned small
businesses, the picture is slightly different. @ tespondents, 30.4 per cent state that
most small businesses are aware of labour lawgmatré its provision so that it is not a
major obstacle, 29.3 per cent believe that mostllshusinesses find it difficult to
comply with labour law which becomes a major impaelit, and a similar share equal to
28.5 per cent think that most small women-ownethdirare unaware of labour law
provisions which are therefore not a major obstdolédusiness growth. What these
findings show is that for women-owned small bussess being unaware of labour law
provisions is a larger issue than for small firmgyeneral. Considering respondents by
sector, this particular issue stands out more mcaljure and manufacturing, namely
those sectors where women'’s presence is stronger.

The “Starting a Business Index” records the offigiaequired procedures to start
and operate an enterprise. In recent years, Zamikaaking in this regard has fluctuated,
but is generally improving and has remained abbeel¢vels of Malawi, Mozambique
and Tanzania. Zambia ranked 82 in 2007 and mové&d tut of 185 countries in 2012.
The number of days required to start a businegsiinbia has decreased from 33 in 2007
to 17 in 2012. Only Mozambique performed bettehwli8 days required in 2012. High
costs to start and conduct a business often leamtErprises remaining informal. It is
observed that since 2003, the costs of registratind licensing in Zambia have
significantly decreased’ Nevertheless, the 2009 FinMark Trust Zambia Bussine
Survey reveals that owners of unregistered firratedtthat the principal reason why they

% Focus group discussion held on 27 September 20lLAdaka with Mr. Trevor Kaunda, Acting Permanent
Secretary and Mr. Owen Mgemezulu, Chief plannehaMinistry of Labour and Social Security.

100 JUDAI & Associates. 2002bWomen Entrepreneurs in Zambia (preliminary repofender in
Development Division, Office of the President (ZampILO Office (Lusaka), October. Accessed on 12
November 2012.; Focus group discussion held one2ftieéghber 2012 in Lusaka with Ms. Maureen Sumbwe,
executive director, and other board members of Z&WI

101 \world Bank. 2009.
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remained informal was the lack of sufficient incolffeOne major impediment to
formalization is the high cost of registration. sited in the 2009 MSME Policy, the
Government of Zambia is trying to lower registratiaosts by decentralising registration
procedures?® The Government is now trying to introduce onlinegistration in
provincial registration office¥”

To what extent does the cost of registering a small business
contribute to women dominating the informal economy?

A great extent Some extent ™ Very little ™ Notatall ™ Don't Know

Female 38.7 33.1 19.4 3.2

e [ R

0% 10% 20% 30% 40% S0% 60% 70% 80% 90% 100%
% of respondents by sex

Source: Zambia EESE survey.

The Zambia EESE survey indicates that over 70 pat of respondents think the
cost to register a small enterprise influences nassies to remain informal, either to
“some extent” (36.3 per cent), or to “a great eXt€B3.3 per cent). However, for 21.3
per cent, registration costs have “very little” mgp on favouring informality.
Interviewees from small firms shared the lattenwiat higher rates than those from
medium and large enterprises. Specifically, 29.8 qgant of respondents from small
businesses describe the impact in this way, cordpargust 15.7 and 18.2 per cent of
respondents from medium and large enterprises ¢cegply who hold this view. For
33.2 per cent of respondents, registration costdribote to women dominating the
informal economy to “some extent”. About the samkars of interviewees
(approximately 27 per cent) express almost comgstiews and find that registration
costs have “very little” impact on the one handj aontribute to women dominating the
informal economy to “a great extent” on the otheis interesting to note that, while the
majority of male and female respondents believe tha costs of registering an
enterprise contribute to women dominating the imi@r economy at least to “some
extent”, the majority of women is much larger, at8&per cent, compared to just 53.4 per
cent of male respondents. Comparatively, intervesafeom small firms were least likely
to perceive registration costs as contributing tome&n dominating the informal
economy, with 41.8 per cent describing the impact“eery little” or “not at all”,
compared to 23.5 per cent of those from medium-siterprises and 31.4 per cent from
large firms who felt this way. Similarly, intervie@&s from firms 1 year old or less most

102 Clarke et al. 2010b.

103 intini, N.K. 2008.The Micro, Small and Medium Enterprise Developm@aticy. Republic of Zambia.
Ministry of Commerce, Trade and Industry, April. &ssed on 9 November 2012.

104 Focus group discussion with the World Bank, 28 &aper 2012.
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often described registration costs as contributmgvomen dominating the informal
economy to “a great extent”, while those from firagged 2-5, 6-9 and 10 or more years
most often perceived it as only contributing torfeoextent” (45.8, 33.3 and 31.7 per
cent respectively).

How would you describe the regulatory environment as it
affects running a small business (1-50 employees)?

s 90% ¥ Very supportive
E 80%
g. 70% ® Relatively supportive
s 60%
c
§ 50% ® Sometimes a
g 40% hindrance
v
g 30% A major obstacle
3 20%
10% Don't Know
0%
e ~ (-] [ : ? o £ ~
2 £« £ § =T ES § 3 §
2 ©= © 2 2§ o g8 32 T
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Source: Zambia EESE survey.

The Zambia EESE survey reveals other interestimgliigs concerning the
regulatory environment in the country. For 43.6 gent of respondents, the regulatory
environment as it affects running a small businessometimes a hindrance”, and for
32.6 per cent it is “relatively supportive”. Theghest shares of interviewees from the
finance and insurance, and education and healtlorsetiold this positive view.
Interestingly, respondents from firms aged 1 yadess are the most positive, with 45.1
per cent describing the regulatory environmentithee“relatively supportive” or “very
supportive”, compared to 22.2, 40.3 and 30.3 pat oéthose from firms aged 2-5, 6-9
and 10 or more years respectively who share thisiamp For 35.4 per cent of
respondents, the regulatory environment concersiingil businesses is to “some extent”
gender-inclusive and supportive of women-owned kmadinesses. However, a notable
share of interviewees equal to 30.5 per cent tthiak the level of gender-inclusivity and
support is “very little.” As the chart above showss more negative perception prevails
among respondents from the agriculture, and edutatnd health sectors. As the
presence of female labour force is particularlyorsy in agriculture, this finding is
extremely important if effective actions to increadecent jobs in this sector are to be
adopted. The perception of the regulatory enviramtees it affects running a large
business in Zambia is quite different, with 47.4 pent of interviewees stating that it is
“relatively supportive”, and 22.2 per cent claimitiat it is “sometimes a hindrance”.
Only respondents from the tourism, hotel and reatatsector hold this latter view more
than other options. Furthermore, for 37 per centirgérviewees the regulatory
environment is gender-inclusive and supportive oimen-owned large businesses to
“some extent”, whereas for 26 per cent of thens ftviery little” so. The Zambia EESE
survey also indicates that the business commurdtyigly understands labour law
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according to 46.3 per cent of respondents, andrgiyenderstands it according to 26.7
per cent. In addition, the prevailing perceptiofdhi®y almost 47 per cent of respondents
is that labour law is “rarely respected” by theihass community. However, for about
28 per cent of interviewees, it is “generally respd”. For 62.2 per cent of respondents,
workers “partially understand” labour law, whiler fbd7 per cent in each case, workers
either “generally understand” or “generally do notlerstand” labour law.

Is the regulatory environment gender inclusive and supportive
to women-owned small businesses (1-50 employees)?
100% —
90% - -
|°. - e . — ] . Don't Know
€ 80%
g_ 70% ¥ A great extent
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Source: Zambia EESE survey.
Key Indicators
Regulatory Quality Index 2005 2007 2009 2010 2011
The ability of the government to provide sound | Zambia -0.70 -0.49 -0.51 -0.49 -0.43
policies and regulations that enable and .
promote private sector development. Estimate | Malawi 048 048 044 -0.58 0.70
of governance measured on a scale from Mozambique -0.65 056 037 037 040
approximately -2.5 to 2.5. Higher values -
correspond to better governance. Tanzania -0.45 -0.40 -0.46 -0.44 -0.44
Source:  World  Bank, Govemance Matters | Estimate of governance measured on a scale from approximately -2.5 to 2.5.
database. ' Higher values correspond to better governance.

105 http://info.worldbank.org/
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Ease of Doing Business Rank 2008 2009 2010 2011 2012
(2009 (2010 (2011 (2012 (2013
report) report) report) report) report)

Ease of Doing Business Index ranks economies | Zambia 116 100 90 90 94
from 1 to 185, with first place being the best. A .

high ranking means that the regulatory Malawi 127 134 132 151 157
environment is conducive to business operation. | Mozambique 134 141 135 139 146
This index averages the country's percentile )

rankings on 10 topics, made up of a variety of Tanzania 130 121 131 133 134

indicators, giving equal weight to each topic.

Source: World Bank, Doing Business Project, 1 The index ranks economies from 1 to 185, with first place being the best.

Other Useful Indicators

Starting a Business Rank 2007 2008 2009 2010 2011 2012
(2008 (2009 (2010 (2011 (2012 (2013
report) report) report) report) report) report)

Starting a Business Index records all | Zambia 82 71 94 57 68 74
procedures that are officially required

for an entrepreneur to start up and Malawi 108 122 128 132 139 41
formally operate an industrial or Mozambique 125 144 96 65 82 96
commercial business. These include

obtaining all necessary licenses and | Tanzania 95 109 120 122 117 113

permits and completing any required
notifications, verifications or
inscriptions for the company and
employees with relevant authorities.

Source: World Bank, Doing Business
project. 107

The index ranks economies from 1 to 185, with first place being the best.

3.4. Rule of law and secure property rights

A formal and effective legal system which guarastéeat contracts are honoured
and upheld, the rule of law is respected, and ptppEghts are secure, is a key condition
for attracting investment, as well as for nurturingst and fairness in society.

The “Rule of Law Index” measures the extent to Whagents have confidence in
and abide by the rules of society. This includesdhality of contract enforcement and
property rights, the police and the courts, as aglthe likelihood of crime and violence.
Like its neighbouring countries, Malawi, Mozambigaed Tanzania, Zambia does not
perform well in this area. In 2011, Zambia recordedhlue of -0.47 in a range of values
from -2.5 to 2.5 with higher values indicating leetperformance. Malawi was the best
performing country out of the four considered, téag a value of -0.17 in the same
year. In Zambia, law guarantees judicial independerbut certain recent decisions
raised concerns regarding undue governmental mfleileThe courts lack adequate staff
and trial delays are common. In rural areas, cuastproourts make decisions which often
conflict with the Constitution and national legtia.'® The police lack human and

108 http://www.doingbusiness.org/EconomyRankings/

17 pid.

108 Freedom House. 2012.
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financial resource¥? and are often subject to allegations of corruptionutality and
torture!*® Contract enforcement is considered to be weakcandts are deemed to be

inexperienced in commercial litigatioh.

When it comes to assessing whether property rigigsvell defined and protected
by law, Zambia generally scores better than Maldldzambique and Tanzania. Its
situation in this respect has been slightly wonsgritom 4.7 in 2008 to 4.5 in 2012, on a
scale from 1 to 7 where higher values indicateghgttrformance. However, Zambia still
managed to outperform the world mean of 4.3 in 20Q@stomary law in Zambia
discriminates against women with respect to prgpentnership and inheritanc¢& One
example of this is in the area of land ownershiprdral areas, married women have
access to land for farming only through their huslsaand under customary law they
cannot inherit control over land. A local chief mégcide to allocate a plot to a single
woman with children, but a married woman would mewe assigned a plot in her own
right. Both male and female local chiefs behavahia same way in this regard. In
contrast, women in urban areas can purchase laridein own right. Unfortunately,
customary law is protected by the ConstitutibhA National Gender Policy was adopted
in 2000 and is currently being revised.

While assessing whether intellectual property mtite is weak and not enforced,
or strong and enforced, on a scale from 1 to 7 wigher values corresponding to better
performance, Zambia registers relatively good amgroving values, increasing from 3.4
in 2008 to 3.8 in 2012. Zambia outperforms its ¢hreeighbouring countries used for
comparison and records a value equal to the woddnmrin 2012. Nevertheless, the
Government seems to lack the capacity to effegtieaforce intellectual property rights
laws!*® Although Zambia’s intellectual property rights fiistions are quite developed
compared to other African countries, the lack ofaficial resources has been a major
issue hindering effective enforcement of the emgstlegal framework. Zambia is a

member of the African Regional Industrial Propéganisation (ARIPO}*®

19 yUnited States State Department Bureau of Demockuman Rights, and Labor. 2011.
10 Freedom House. 2012.

11 The Heritage Foundation. 2012.

112 United States State Department Bureau of Democtaeyman Rights, and Labor. 2011.

113 Keller, B. 2000.Women’s Access to Land in Zambitnternational Federation of Surveyors (FIG),
November. Accessed on 9 November 2012.

114 Ministry of Gender and Child Development. 2012. iblal Gender Policy (draft). Republic of Zambia
(Lusaka).

115 The Heritage Foundation. 2012.

118 7Ziconda, A. (undated)nstitutional Issues for Developing Countries inRBlicy-Making, Administration
and Enforcement in Selected African Countri€suntry Case Study for Study 9: Institutional kssdor
Developing Countries in IP Policy Making Administoat and Enforcement. Commission on Intellectual
Property Rights. Accessed on 13 November 2012.
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Key Indicators

Rule of Law Index

The extent to which agents have confidence
in and abide by the rules of society, including
the quality of contract enforcement and
property rights, the police and the courts, as
well as the likelihood of crime and violence.

Source: World Bank, Governance Matters
database. "7

2007 2008 2009 2010 2011
Zambia -0.57 -0.44 -0.46 -0.47 -0.47
Malawi -0.19 -0.14 -0.13 -0.15 -0.18
Mozambique -0.61 -0.61 -0.6 -0.48 -0.56
Tanzania -0.36 -0.35 -0.51 -0.52 -0.52

Estimate of governance measured on a scale from approximately -2.5 to 2.5.
Higher values correspond to better governance.

Other Useful Indicators

Property rights 2008 2009 2010 2011 2012
(GC (GC (GC (GC (GC

08/09) 09/10) 10/11) 1112) 12/13)

The World Economic Forum (WEF) Survey Zambia 47 45 4.1 41 45

asked the business leaders to provide their

expert opinions on the following: “Property Malawi 43 43 4.2 4 39

rights in your country, including over financial Mozambique 35 32 33 35 35

assets, are 1=poorly defined and not i i : i i

protected by law, 7=clearly defined and well Tanzania 38 37 3.7 35 3.6

protected by law”.

Source: World Economic Forum, The Global World (mean) 47 4.5 4.4 43 43

Competitiveness Report. 18

1=poorly defined and not protected by law, 7=clearly defined and well protected
by law.

Intellectual property protection

The World Economic Forum (WEF) Survey
asked the business leaders to provide their
expert opinions on the following: “Intellectual
property protection and anti-counterfeiting
measures in your country are 1=weak and
not enforced, 7=strong and enforced”.

Source: World Economic Forum, The Global
Competitiveness Report. "9

2008 2009 2010 2011 2012

(GC (GC (GC (GC (GC

08/09) 09/10) 10/11) 1112) 12/13)

Zambia 3.4 3.6 3.6 3.6 3.8
Malawi 3.1 3.4 3.8 3.8 3.6
Mozambique 25 25 25 25 2.6
Tanzania 2.9 3.1 3.3 3.3 3.1
World (mean) 3.8 3.8 3.7 3.7 3.8

1=weak and not enforced, 7=strong and enforced.

3.5. Fair competition

In order for the private sector and sustainablerpnises to develop and grow, it is
important to have competition rules, including #ansuring respect for labour and

117 http://info.worldbank.org/governance/wgi/

118 http:/;vww.weforum.org/issues/global-competitivemes

119 hid.
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social standards. In addition, anti-competitivecpices at the national level must be
eliminated.

“New Business Density” indicates the number of nergistered, limited liability
companies per 1000 working aged people (15 to @4syeld) in a given year. Of the
four countries considered, information is availaidy for Malawi and Zambia, with the
latter country out-performing the former. Zambiaaleed its highest value in 2008, at
1.03. In 2009, it registered a slightly lower valyet still higher than Malawi, up to 0.88.
This indicator refers to relatively large companiefich are much more common in
Zambia than in Malawi, possibly because of thedargjze of enterprises operating in
Zambia's extractive industry. However, compareth® Sub-Saharan African average of
1.21 for 2009, both countries reflect comparativebpr performance rates. In Zambia,
there are reportedly only a few thousand large @onigs, 200 of which produce the bulk
of the total national industrial outptff.

Intensity of Local Competition Index
7.0
6.0
5.0
~ — > Zambia
-
5 4.0 & - ~—Malawi
1_:’ ~#—Mozambique
3.0 ~#&—Tanzania
World (mean)
20
10
2008 2009 2010 2011 2012

Source: World Economic Forum Executive Opinion Survey, The Global Competitiveness Report.

The “Intensity of Local Competition Index” measure level of competition in
local markets from 1 to 7, 1 being limited and tigentense in most industries. Zambia
outperforms all three of its neighbouring countrised for comparison, reaching a level
of 5in 2012. This is also higher than the worldameof 4.8 in the same year. The
“Effectiveness of Anti-Monopoly Policy Index” refies the level of efficiency of anti-
monopoly policy in promoting competition, on a scélom 1 to 7 with higher values
corresponding to better performance. Zambia has lmeproving in this regard over the
period 2008 to 2012, achieving a value of 4.6 m lttter year. This is higher than the
scores reached by Malawi, Mozambique and Tanzarisell as the world mean of 4 in
the same year. It is however to be noted that afthoan anti-monopoly framework
exists in the country, it is rather ineffectivegractical terms* The “Extent of Market

120 pSp Group. 2012. Zambia competitiveness in thenag and global economy. Government of Zambia
(Lusaka), 8 November.

121 Tripartite technicaworkshop, 10-11 April 2013.
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Dominance Index” indicates whether corporate dgtivé dominated by only a few
business groups or spread among many firms, imgeraf values from 1 to 7 with
higher values corresponding to more firms. Zamhigperforms its three neighbouring
countries used for comparison even in this respeeathing a value of 4 in 2012. The
world mean for that year is 3.8. Despite these eragpng findings, competition in some
sectors is low or non-existent. For example, thetoseof mobile networks is
characterized by low competition which results iighhprices and limited uptake.
Zambia's Internet connectivity is one of the mogtemsive in the world which has a
negative impact on the local econotfyHowever, it is to be noted that recently the
Government has decided to liberalise the internatiogateway system and has
introduced other measures to remove anti-competitibehaviours in the
telecommunications sectt. Other sectors where competition is very limited #rat of
beer and cement. Moreover, locally produced sugaZambia is very expensive,
reflecting a lack of competition in the domesticrkea.!**

Zambia completed the formulation of its nationah@etition and Consumer Policy
in 2009. The first relevant Act in this regard vpassed in 1994, with the adoption of the
Competition and Fair Trading Act. In 1997, the Za@nlCompetition Commission
became operational. Implementation of the Competitind Fair Trading Act was quite
challenging for the Commission. However, the ex@®re gained in this respect and the
adoption of the 2009 Competition and Consumer Rdéd to the revision of existing
legislation. In 2010, the Competition and Consuiestection Act replaced the 1994
Act. The new law harmonises the existing fragmeihdgislation on consumer protection
and expands the powers of the Zambia Competitiomr@ission. The 2010 Act
overcomes the limits and weaknesses of the oldllgn. For instance, more adequate
sanctions are introduced. In addition, the Commissis required to conclude
cooperation agreements with sector regulatorsenrtiplementation of fair competition
rules. The four sectoral regulators particularlyneed of cooperation agreements are the
Pension and Insurance Authority, the Zambia Infdiona and Communications
Technology Authority, the Energy Regulation Boaadd the Bank of Zambia. Besides
the already mentioned telecommunications and besthg services sectors and the
beverages and cement industries, other sectorsewdnati-competition practices are
common include the agricultural and mining sectdfee major concerns are the
formation of cartels and monopolies. In generafesaof unfair trading practices and
consumer protection outnumber other categoriesasés and have been increasing in
number since 1998. Despite the positive innovatitias the 2010 Act introduced, the
Commission is currently challenged by a seriouk l@ichuman resource capacity. It is
believed that the Commission's visibility is lowdathat its physical presence should be
strengthened. Moreover, the Commission should teglyr be more active in
sensitisation and education of the business contgnuomni competition policies and

laws®

122psD Group. 2012.

123 Kaira, T. 2010/2011State of Competition in Zambia’s Telecommunicati&estor African Journal of
Information and Communication, issue |Il. Accessed december 2012.

124 Eliis, K.; Sigh, R.; Musonda, C. 201@ssessing the Economic Impact of Competition: Figsifrom
Zambia Overseas Development Institute; UKaid (Unitedd¢iom), July. Accessed on 9 November 2012.

125 UNCTAD. 2012.
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Key Indicators

New business density 2005 2006 2007 2008 2009
The number of newly registered limited liability Zambia 0.60 0.62 0.89 1.03 0.88
companies per 1,000 working-age people (those .

ages 15-64) in that year. Malawi 0.06 0.06 0.09 0.11 0.08
Source: World Bank's Entrepreneurship Survey (World | Sub Saharan Africa 1.08 1.02 1.29 1.37 1.21

Development Indicators Online)'26

Note: Data for Mozambique and Tanzania is not
available.

working-age people.

The number of newly registered limited liability companies per 1,000

Other Useful Indicators

Intensity of local competition index 2008 2009 2010 2011 2012
(GC (GC (GC (GC (GC
08/09) 09/10) 10/11) 1112) | 12113)
Intensity of local competition index is based on | Zambia 4.5 4.5 4.6 48 5.0
survey data drawn from the following question: .
“Competition in the local markets is (1=limited Malawi 48 4T 4T 44 3.9
in most industries and price-cutting is rare, Mozambique 35 38 4.0 3.9 38
7=intense in most industries as market
|eadership)”. Tanzania 4.3 4.3 4.3 4.2 4.2
Source: World Economic Forum Executive Opinion | World (mean) 49 49 48 48 4.8

Survey, The Global Competitiveness Report.'2

1=limited in most industries and price-cutting is rare, 7=intense in most
industries as market leadership.

Effectiveness of anti-monopoly policies 2008 2009 2010 2011 2012
(GC (GC (GC (GC (GC
08/09) 09/10) 10/11) 1112) | 12113)
Effectiveness of anti-monopoly policy index is Zambia 3.5 3.9 43 43 4.6
based on annual survey data. The respondents .
were asked to rate the effectiveness of anti- Malawi 38 40 4.2 4.1 3.9
monopoly policy in their country: "Antimonopoly | Mozambique 29 32 36 3.3 31
policy in your country is (1=lax and not effective -
at promoting competition, 7=effective and Tanzania 34 38 4.0 4.0 4.1
promotes competition)” World (mean) 40 40 4.1 40| 40

Source: World Economic Forum Executive Opinion
Survey, The Global Competitiveness Report128

1=lax and not effective at promoting competition, 7=effective and promotes

competition.

128 http://data.worldbank.org/

127 http:/iwww.weforum.org/issues/global-competitivenes

128 |hid.
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: 2008 2009 2010 2011 2012

Extent of market dominance (GC (GC (GC (GC (GC
08/09) 09/10) 10/11) 1112) | 12113)

Extent of market dominance index is based on | 23mbia 3.3 3.7 3.5 3.6 4.0
annual survey data. The respondents were Malawi 3.1 3.2 3.3 3.2 3.2
asked to rate the corporate activity in their
country: “Corporate activity in your country is Mozambique 2.8 2.9 3.1 3.0 2.9
(1=dominated by a few business groups, Tanzania 31 33 36 36 33
7=spread among many firms)”.
Source: World Economic Forum Executive Opinion World (mean) 39 39 38 38 38
Survey, The Global Competitiveness Report.'? 1=dominated by a few business groups, 7=spread among many firms.

3.6.

Information and communication technologies

In the era of the knowledge economy, the use arimétion and communication
technologies (ICTs) is fundamental to the develapmef sustainable enterprises.
Affordable broadband technology is also very imaottand should be facilitated.

The “ICT Development Index” compares developments imformation and
communication technologies in 154 countries. It boras several indicators, such as
households with a computer, number of Internets)déeracy levels, etc. On a scale
from 1 to 10 with higher values indicating betterfprmance, Zambia steadily improved
from 2002 to 2011, but remains at extremely lowelswvith a score of only 1.65 in
2011. Malawi, Mozambique and Tanzania all performsigghtly worse than Zambia over
the same period. The “Network Readiness Index” measthe extent to which a country
leverages ICTs for enhanced competitiveness. Qrale §om 1 to 7 with higher values
corresponding to better performance, Zambia scbedt®r than its three neighbouring
countries chosen for comparison in 2011-12, reachirevel of 3.26% Considering
Internet users per 100 people, Zambia performs stl@e well as Tanzania and better
than its two other neighbours, reaching a levelhb per cent in 2011. Tanzania is the
best performing country of the four with a scorel@fper cent in the same year. This is
compared to the world mean for 2011 equal to 32r&pnt. When it comes to fixed-line
subscriptions per 100 people, despite a compahatinigh world mean of 17.3 per cent
in 2011, Zambia performs rather poorly with a legélonly 0.6 per cent in the same
year. Malawi records the highest rate of the fawmntries considered with 1.1 per cent.
However, in 2011 Zambia registered the highest catmobile telephone subscriptions
per 100 people compared to its three neighbouringiries, reaching 60.6 per cent. The
world mean in the same year was 85.5 per cent. €nimg broadband subscriptions per
100 people, in 2011 Zambia performed similarlyttotihree neighbours, reaching a level
of only 0.06 per cent, compared to the world mead @ per cent in the same year.

As already mentioned in Section 3.5, the telecomoations sector in Zambia is
generally characterized by low competition and hjgiices. The mobile telephone
market, fixed landline market, and internationategay market recorded monopoly
situations. In order to foster competition and bd@I development, the Government
adopted several effective measures. First, in 2046ld 70 per cent of the equity of the
state-owned company which controlled the intermatiqyateway system. At the same

129 hitp:/iwww.weforum.org/issues/global-competitivenes

130 hitp:/Avww.weforum.org/issues/global-informatioreteology
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time, the Government put an end to the hitherteti&g monopoly over the same system.
License fees were also lowered to allow new entrigsthe market. As a result of these
measures, international calling rates dropped Sigmitly."*' In 2011, the Government

suspended duty on telecommunications equipmeig. believed that waiving all taxes

on telecommunications site equipment should inereasnpetition and lower the price

of telecommunications services by allowing new playto enter the market. This

measure should also allow existing service progideraccelerate network spread and
further telecommunications infrastructure developm&

Despite the competition issues described abovebigahas a clear policy and legal
framework regulating ICT in the country. In 2006National ICT Policy was adopted,
and in 2009 the Information and Communication Tedbgies Act and the Electronic
Communications and Transactions Act were passegseltaws are expected to improve
the transparency and predictability of regulatotgiventions?®

Major barriers to the development of telecommuiicest in Zambia include poor
access to electricity and limited coverage by I@fviee providers that focus on urban
areas and neglect rural orf&Moreover, there is scope for strengthening thesiolay
infrastructure supporting ICT all over the courdnythat telecommunication services are
equally available to all citizerd® However, the Zambia EESE survey reveals rather
encouraging findings. As can be seen in the charBection 3.8, 47.2 per cent of
respondents assess telecommunications as theyt affecating a business effectively
and efficiently as “good”. About 37 per cent of tiheonsider telecommunications to be
“satisfactory” in the country. Considering respomideby sector, this more positive view
is shared by the largest portions of interviewgesnfthe manufacturing, construction,
and tourism, hotel and restaurant sectors. As tlewiing chart indicates, younger
interviewees are more critical of the ICT infrasttre, where the majority of
respondents aged 18-24 assess it as “satisfaciryést, compared to the majority of
those aged 25-60 who describe it as “good” or “\grgd”.

131 Kaira. 2010/2011.

132 Ministry of Commerce, Trade and Industry. 20ZACCI hails State over telecommunications duty
stance 13 October. Accessed on 15 November 2012.

133 Kaira. 2010/2011.
134 | pid.

135 Tripartite technical workshop, 10-11 April 2013.
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How would you assess the quality of telecommunications
infrastructure from the point of view of enabling businesses to
operate effectively and efficiently?

® Very poor ™Poor ™ Satisfactory Good Very good

60+ OFIIIIISER NI s 25% 13%

55-60 Ok MG 57% a%

45-54 ofgoseN N Eas 42% 11%

35-44 of NSSHIN 52% a%

2534 SNERN IS 43% 8%

18-24 165 16561 s 35% 6%
% of respondents by age

Source: Zambia EESE survey.

The 2009 FinMark Trust Zambia Business Survey riaviiat very few firms have
access to ICT infrastructure. Only 3 per cent ofESMhave a computer, and 2 per cent
have Internet access. Nonetheless, 44 per cemtexf/iewees own or have access to a
mobile phone. A surprising finding is that the kngajority of small entrepreneurs do
not use ICT services for business. The contratyuis for large company owners who
make good use of ICT for business.

ICT development is particularly important for womdrthis is clearly illustrated by
the case of the Kalomo Bwacha Women'’s ICT ClubamBia. Established in 2000, this
club supports women in running their businessesutit the provision of ICT-based
services. Its activities are funded through mentibpriees and contributions from local
and international entities. Activities include tipeovision of E-mail and telephone
services, basic Internet training, and desktopiphiolg services. The club benefits from
concessional electricity rates and rent-free presiié

136 Clarke et al. 2010a.

B77ulu, E.; Wakunuma, K.J. 200%alomo Bwacha Women’s ICT Club in Zambi#&/omen’s IT Sector
Enterprises Case Study No. 11. Accessed on 13 Name2iii2.
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Key Indicators

ICT Development Index (IDI) 2002 2007 2008 2010 2011
IDI compares developments in information and Zambia 1.08 1.44 1.44 1.53 1.65
communication technologies (ICT) in 154 countries. The )
Index combines 11 indicators in a single measure that can Malawi 0.95 1.20 1.28 137 142
be used as a benchmarking tool globally, regionally and at | Mozambique 0.77 097 1.10 1.26 1.28
the country level. These are related to ICT access, use and -
skills, including households with a computer, the number of Tanzania 0.96 1.0 147 1.52 1.60
Internet users and literacy levels. Scale from 1 to 10, with lower scores reflecting lower
Source: International Telecommunication Union. '3 development levels.
Other Useful Indicators
Internet users (per 100 people) 2008 2009 2010 2011
The Internet is a linked global network of computers in which Zambia 555 6.31 10.13 11.50
users at one computer get information from other computers .
in the network. Internet users are people with access to the Malawi 0.70 1.07 2.26 3.33
worldwide network. The total number of Internet users is :
divided by the population and multiplied by 100. Mozambique 16| 288 417| 430
Source: International Telecommunication Union. 3¢ Tanzania 9.00 10.00 11.00 12.00
World (mean) 2319 | 2574 | 2952 | 3277
Number of users per 100 people.
Fixed lines subscriptions (per 100 people) 2008 2009 2010 2011
Fixed lines are telephone mainlines connecting a customer's | Zambia 0.73 0.71 0.90 0.64
equipment to the public swnchgd tglethne network. Malawi 079 077 102 113
Source: International Telecommunication Union. 140
Mozambique 0.35 0.36 0.38 0.37
Tanzania 0.29 0.40 0.39 0.35
World (mean) 1855 | 1832 | 17.82| 17.31

Number of subscribers per 100 people.

138 hitp://www.itu.int/pub/D-IND

139 hitp://www.itu.int/I TU-D/icteye/Indicators/Indicate.aspx

140 hid.
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Mobile cellular subscriptions (per 100 people) 2008 2009 2010 2011

Mobile phone subscribers refer to users of portable Zambia 2859 | 3463 | 4162 | 60.59
telephones subscribing to an automatic public mobile

telephone service using cellular technology that provides Malawi 077 121 2092 2569
access to the public switched telephone network. Mozambique 1972 | 2612 | 3088 | 32.83

. 1 icati i 141
Source: International Telecommunication Union. Tanzania 3077 4014 46,80 55 53
World (mean) 59.86 | 68.21 7711 | 85.55

Number of subscribers per 100 people.

Broadband subscribers (per 100 people) 2008 2009 2010 2011

Broadband subscribers are the total number of broadband Zambia 0.05 0.08 0.08 0.06
subscribers with a digital subscriber line, cable modem or

other high-speed technologies. Malawi 002 0.03 005 0.06
Source: International Telecommunication Union. 42 Mozambique 0.05 0.05 0.06 0.07
Tanzania 0.01 0.01 0.01 0.01
World (mean) 616 | 697 | 771 862

Number of subscribers per 100 people.

3.7. Access to financial services

The creation and expansion of sustainable entespmequire access to financial
resources. Considering “Credit to Private Sect®” aa percentage of GDP, though
Zambia slightly improved over the period 2006-1tlfailed to outperform all of its
neighbouring countries used for comparison, reaclimy 12.3 per cent in 2011. The
“Credit Information Index” measures the level ofedit information available in a
country through public or private registries toilitate lending decisions. On a scale
from O to 6 where higher values indicate betterfggarance, Zambia outperforms its
three neighbouring countries used for compariseaciiing a value of 5 in 2012. Only
Mozambique registered a similar value of 4 in thme year. Information on potential
borrowers is a crucial issue to avoid default cageg011, a credit reference bureau was
established in Zambia and despite initial delaysisicurrently well functioning. It
provides information to all financial service prders on delinquency and non-
delinquency accounté®

141 hitp:/Awww.itu.int/ITU-D/icteye/Indicators/Indicate.aspx

12 1pid.

143 Tripartite technical workshop, 10-11 April 2013.
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Credit to Private Sector
70.0
Zambia
60.0
e V2l aWi
50.0
=== Mozambique
% 40.0
(C) == Tanzania
T 300
* Sub- Saharan Africa (all
20.0 income levels)
10.0
0.0
2006 2007 2008 2009 2010 2011

Source: International Monetary Fund, International Financial Statistics and data files, and World Bank and OECD GDP
estimates (World Development Indicators Online).

“Interest Rate Spread” measures the difference dmtwending rate and deposit
rate. In this area, Zambia’'s performance appeatsetbetter than that of Malawi, but
worse than that of Mozambique and Tanzania. Zamhgéntained generally stable
values from 2005 to 2010, reaching in the lattearyae level of 13.5 per cent. The Sub-
Saharan African average was 9.7 per cent in 20ddkseRtly, interest rates on deposit
range between 2 per cent to 4 per cent a yeannge@st rates on lending vary between
17 per cent and 21 per céfit.

Although firms’ access to credit has considerabiprioved since 2004 the 2009
FinMark Trust Zambia Business Survey reveals tlaess to finance is the single
greatest concern for entrepreneurs. This is trueefay owners of small businesses than
for owners of large companies. Almost 60 per cdntegspondents consider access to
finance as a serious constraint to their operati@etween 67 and 83 per cent of
surveyed entrepreneurs do not generate enoughuevenqualify for basic banking
services, and less than 10 per cent of surveyets fare eligible for bank loans. The most
significant constraints to banking access are dbk bf physical access to banks and the
high cost of financial producté® The Zambia Business Survey also indicates thaégor
per cent of interviewees, the main driver of suscés enterprises is being well
financed*’

The 2013 Zambia EESE survey reveals other integeéitndings. For the majority
of respondents, it is “difficult” (65.5 per cent timpossible” (22.2 per cent) for a small
business to obtain credit from a bank with a gooditess plan only, and without
capital/collateral. Furthermore, the general enmgrgierception is that it is “difficult”

144 Tripartite technical workshop, 10-11 April 2013.
145World Bank. 2009.
148 Clarke et al. 2010b.

47 Clarke et al. 2010a.
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(65.1 per cent) to “impossible” (23.4 per cent) fosmall entrepreneur to get venture
capital with an innovative but risky project. Whigrcomes to access to a regular loan
with adequate collateral and a good business glaa Emall entrepreneur, it is deemed
to be “difficult” for about 53 per cent of respomde and “easy” according to 35 per cent.

Access to finance is difficult for Zambians in gealebut reportedly even more so
for women. Despite women being better at repayrttgart men in general, they lack a
supportive business network and formal documentsfyéeg their financial viability.
Moreover, their business skills are often weak ardatively affect their capacity to
apply for loang® Evidence shows that women are 5.5 per cent lkely lthan men to
use financial products. Furthermore, while they 4nger cent less likely to use credit,
there is no significant difference between womed aen in the use of savings. Women
over the age of 50, who live in rural areas, amaricially illiterate, and without collateral
are all less likely than their male counterpartsise financial servicéd? The Zambia
EESE survey provides some interesting findingshis tegard. While the majority of
respondents (51.6 per cent) believe there is rerdiice between women and men’s
access to finance, 26.5 per cent responded thaeware less likely to have access to
finance than men. Workers are more likely than eywgais to hold this view, with about
29 per cent of them stating that women are lesdylito have access, compared to almost
than 24 per cent of employers who believe thigs Iperceived by respondents to be
“difficult” (almost 64 per cent) to “impossible” {2per cent) for a woman-owned small
enterprise to obtain a loan from a bank withoutitedipollateral and with a good
business plan only. In addition, it is supposedlifficult” (61 per cent) to “impossible”
(23.6 per cent) for a woman-owned small enterpiasget venture capital with a risky
but innovative project. When it comes to accesafaoman-owned small enterprise to a
regular loan, for 47.4 per cent of respondents itdifficult,” for 37.3 per cent it is
“easy,” and for only about 5 per cent it is “impitds.” Moreover, the largest shares of
respondents from the construction and tourism,| lzoig restaurant sectors believe that it
is “easy” for women-owned small enterprises to wbtaregular loan from a bank. The
overall perception is that it is easier for womawmed small enterprises than for small
businesses in general, regardless of the sex aviiner, to access finance, as shown in
the chart below. Nevertheless, as noted aboves ¥ per cent of respondents, there is
no difference in access to credit between womennagwl. Of all interviewees, 26.5 per
cent find that women encounter more difficultiesactessing loans compared to almost
17 per cent who believe men experience more diffesu

148 Tripartite technical workshop, 10-11 April 201B0cus group discussion with ZFWIB, 28 September
2012.

149 German Agency for International Cooperation. 2@@&nder differences in the usage of formal financial
services in Zambiarederal Ministry for Economic Cooperation and Depment, February. Accessed on 9
November 2012.

46



How easy do you think it is for a small business
(1-50 employees) to obtain:

®Very Easy ®™Easy ™ Difficult * Impossible Don’t Know

Access to Regular Loan 5 INSSIANN (SZS I a2 2
0. :
pecess o veniare oot SRS | 354 7
Access to gank Loan | SH INEERININGSSIN | 22 83

11

How easy do you think it is for a small woman-owned business
(1-50 employees) to obtain:

W \Very Easy ®™Easy ™ Difficult * Impossible Don’t Know

0.8

0.8

Source: Zambia EESE survey.

Considering adult women and men, young women andganen, and youth aged

15-25 in general, the latter group is perceive@0yper cent of respondents to have the

most difficulty accessing formal credit. Young wameome next with 15.6 per cent of

interviewees thinking they are the least likelyhtove access. Younger respondents are
more likely to perceive youth generally as facihg most challenges with 41.2 per cent
of interviewees aged 18-24 responding in this veayppposed to only 14.3 per cent of

respondents aged 55-60 expressing this view.
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Which group is least likely to have access to formal finance?

100% 0.0%
90% 123% a9 12.5%
. 21.4%
80% 4, 9%
= Men (25 years or older)
g 70% 118%
% - Women (25 years or older)
a 17.9%
§ 50% ® Young men (15-24)
©
c
40%
g‘ - ® Young women (15-24)
5 30% . 50.0%
X ® Youth (15-25 years)
20%
10% Don't Know
o a9% 53% 5P ey

18-24 25-34 35-44 45-54 5560 60+

Source: Zambia EESE survey.

In Zambia, there are 19 commercial banks, 33 mitaote institutions, 8 leasing
and finance companies, 4 building societies, ongénga and credit institution, one
development bank, and 55 bureaux de ché??gm 2002, the Financial Sector
Development Plan was launched in Zambia. There bae@ remarkable improvements
ever since, including an increase in domestic ttedihe private sector, an expansion of
the footprint of banking services, improvementshi@ national payments system, and the
establishment of credit reference bureaus. Degpiése and other efforts, as the
information provided above shows, access to finaeoeains a key issue for Zambian
small entrepreneurs. It is however to be noted thast Zambian MSMEs may not be
worth serving, with higher levels of access to fica being unsustainable and potentially
leading to instability in the financial sectSt.According to the IMF, the banking sector
in Zambia remains sound and sustainable. Lendintheoprivate sector has exceeded
pre-crisis levels despite high base lending rdte2011, the share of personal loans has
increased and reached 30 per cent of total loahshweould lead to a deterioration of
the global financial situation. Base lending redes high due to lack of information on
potential borrowers, high transaction costs forditoes to deal with non-performing
loans, and the high cost of doing business in ZafmbAccess to finance is undoubtedly
an issue for entrepreneurs in Zambia. However, usecaf the high costs of finance in

150 |nformation updated as of 31 March 2013. Tripartéichnical workshop, 10-11 April 2013.

151 Melzer, I.; Agasi, R.; Botha, H. 201@ambia Business Survey: Demand-side analysis oésscto
financial services for businesses in ZambRinMark Trust; Private Sector Development Reform
Programme; World Bank Zambia Country Office; ZambiaiBass Forum, June. Accessed on 9 November
2012.

152 )MF. 2012a.
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the country, interest rates will lower, but onlytire medium-long term. Measures which
could somewhat improve the present situation ireludentives towards formalization,
and reductions in taxes and severance payments.

The Zambia EESE survey reveals that for a larg®ritajof interviewees (86.6 per
cent), it is more difficult for small entrepreneurs get credit compared to owners of
large enterprises. It is interesting to note howetreat those from firms aged 1 year or
younger were the most likely to believe there is ‘difference”, with 14.8 per cent
responding in this way, compared to intervieweemfthe three other categories of older
enterprises sharing this view in proportions be®per cent. When considering the main
sources of funding, banks are perceived as beieditst with almost 44 per cent of
respondents’ selecting this option, particularipg from the mining, drilling and
guarrying, manufacturing, construction, and touritimtel and restaurant sectors. Grant
agencies come second with 3.6 per cent, and mmenodee institutions rank third with 3.3
per cent. Interestingly, for 47.5 per cent of regfnts, the main source of funding is
perceived to include other institutions such asAfrecan Development Bank, business
branches, pension funds, and government programrhesmain challenges experienced
while applying for financing include lengthy apmali and processing time (44.4 per
cent), no or insufficient collateral (13.8 per demtnd high interest rates (12 per cent).
Lengthy appraisal and processing time is mainlyseduby the stringent regulations
which financial institutions must comply with. & ibelieved that something could be
done to speed up the approval procésdt is to be noted that 33.4 per cent of
respondents encountered no challenge while appfging loan. This rather encouraging
finding may be due to the fact that respondentdrare ZFE member companies which
are rather large in size and have therefore eastss to credit®

153 Focus group discussion with the IMF, 27 Septer@ds.
154 Tripartite technical workshop, 10-11 April 2013.
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What challenges did you experience when you applied for loan
financing?
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Source: Zambia EESE survey.

In recent years, the Government has tried to oSapport to vulnerable
entrepreneurs who lack access to finance. As pahio effort, the Citizens’ Economic
Empowerment Commission set up a National Empowerrkeimd for start-ups and
business expansion. As of June 2012 and beginmn2008, 1763 loans have been
approved for a total of 245 billion Kwacha. Outtbis total amount, 205 billion Kwacha
have been granted to 1562 businesses. Only regfistgrterprises can benefit from these
loans. The repayment rate is very low, at 40-42 gemt, and young and female
entrepreneurs were the main groups that did natyréipeir loans>® However, recent
management changes have led to improvements igmepd rates to over 60 per cérft.
The current government is not in favour of contivguthis credit activity, as it is of the
opinion that banks should provide crefdit.

156 Focus group discussion held on 28 September 2012saka with Mr. Brian Nakaanda from Citizens’
Economic Empowerment Commission.

157 Tripartite technical workshop, 10-11 April 2013.

158 Focus group discussion with Citizens' Economic Engyment Commission, 28 September 2012.
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Key Indicators

Credit to private sector (% of GDP) 2006 2007 2008 2009 2010 2011
Domestic credit to private sector refers to Zambia 974 | 1182 | 1497 | 11.98 | 11.51 12.27
financial resources provided to the private .
sector, such as through loans, purchases of Malawi 8.83 10.31 11.34 1338 17.83 19.84
non-equity securities, and trade credits and | Mozambique 1326 | 1351 | 1830 | 2479 | 2683 | 23.90
other accounts receivable, that establish a -
claim for repayment. For some countries Tanzania 12.74 14.89 16.08 15.33 16.21 17.77
these claims include credit to public
enterprises. i‘f‘rti’c:ahara“ 64.09 | 6560 | 5623 | 6326 | 6218 | 58.32
Source: International Monetary Fund, International : :
Financial Statistics and data files, and World Bank | Credit to private sector (% of GDP).
and OECD GDP estimates (World Development
Indicators Online).15
Other Useful Indicators
Credit information index 2009 2010 2011 2012
Credit information index measures rules affecting Zambia 3 5 5 5
the scope, accessibility and quality of credit .
information available through public or private credit Malawi 0 0 0 0
registries. The index ranges from 0 to 6, with higher | Mozambique 4 4 4 4
values indicating the availability of more credit -
information, from either a public registry or a private | Tanzania 0 0 0 0
bureau, to facilitate lending decisions. World 3 31 392 33
Source: World Bank, Doing Business project. 160

0=less information to 6=more information.
Interest rate spread 2007 2008 2009 2010
Interest rate spread (lending rate minus deposit Zambia 9.67 12.51 14.97 13.52
rate) is the interest rate charged by banks on loans .
to prime customers minus the interest rate paid by Malawi 21.74 2178 2175 21.02
commercial or similar banks for demand, time or Mozambique 767 7.33 6.15 6.58
savings deposits. )
Source: International Monetary Fund, International Tanzania 7.39 6.73 7.06 7.98
Financial Statistics and data files. (World Development | g, Saharan Africa 9.97 8.7 8.12 9.68
Indicators Online)16! i i i i

Interest rate spread (lending rate minus deposit rate, %).

159 http://data.worldbank.org/

%0 pid.

161 |hid.
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3.8.

Physical infrastructure

The development of sustainable enterprises cijicpends on the quality and
guantity of the physical infrastructure availablgych as physical facilities and
transportation systems. Access to water and eradsgyplays a pivotal role.

Data on the physical infrastructure in Zambiansited. For example, data on paved
roads is missing. Reportedly, transportation ca@sts high. This is due not only to
Zambia being a landlocked country, but also to litmited road infrastructure.
Historically, roads and railways were developedrtk Lusaka and the Copper Belt with
the main North-South routes. Physical infrastruetdevelopment is a key area where
major efforts should be concentrated for economisvth and prosperity in the country.
In 2002, a Transport Policy was adopted and sulesgglegislation was passed
thereafter, but their implementation has been raffw®r, particularly concerning the
construction of urban and feeder rodsDespite this negative information, Zambia
reportedly has among the lowest transport costtafatiocked countries in Sub-Saharan
Africa. This good performance has been attributethé investments made by Zambia
over the past decade in improving road conditigxisother contributing factor is the
favourable regulatory framework which has madettlesport sector highly competitive
and open to foreign direct investméfitDespite these improvements, the 2009 FinMark
Trust Zambia Business Survey reveals that poosprantation is still a relevant issue. It
is more so for SMEs than for large enterprises mode for rural businesses than for
urban ones. For 39 per cent of surveyed small fitragsportation is a serious constraint
to doing busines¥’ Recently several contracts and projects to improeels have been
signed by the Governmetif. For example, in September 2012 it was decidedabatit
2,000 km of township roads would be paved in 2018ng labour-intensive
technology-* In addition, the 2009 MSME policy envisages theation of incubators,
multi-facility zones and industrial parks which sk directly address the issue of local
roads, physical infrastructure, and extremely hagists of premise$’ The Zambia
EESE survey indicates that about 52 per cent gfomdents consider facilities for
housing, storage, office accommodations, staff imgsetc. to be “satisfactory”.
According to 22.6 per cent they are “poor”, wherkgisl8 per cent they are “good”.

162 United Nations Development Programme. 2011. DTi@®ary Country Matrix, Country fast facts:
Zambia. UNDP.

183 World Bank. 2009.

184 Clarke et al. 2010b.

185 Focus group discussion with ZACCI, 27 September 2012
166 Ministry of Finance and National Planning. 2012.

187 Focus group discussion held on 28 September 20ll@saka with ZCSMBA.
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How would you assess the quality of infrastructure from the
point of view of enabling businesses to operate effectively and
efficiently?
1.1
pool B
9 731

90% - i - ﬁ ® Very Good

80%
g 70% ® Good
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Source: Zambia EESE survey.

Reportedly, over the past 8 years there has beEn20 per cent annual rate of
unutilized financial resources intended for the edlepment of physical infrastructure.
This reflects a limited construction capacity i ttountry. Foreign companies tend not
to be contracted due to the negative consequehisesduld have on the local market. In
addition, corruption is a factor which discouradeseign enterprises from accepting
construction contracts in Zambi.It is to be added that public institutions in ayeof
managing and granting contracts also lack the wsacgscapacity to promptly and
efficiently allocate available resources and issomtracts™ The Zambia EESE survey
reveals that for 40 per cent of respondents, r@adsassessed as “poor” in terms of
enabling businesses to operate efficiently andcaiely. However, for a proportion of
interviewees as high as 36.7 per cent, they arBsfaetory”. Respondents from the
mining, drilling and quarrying, and from the marutfaing sectors hold this latter view
more than interviewees from other sectors, possiblyause the companies where they
work are located in more developed and industedliareas

Information on electric power consumption is enegimg, as Zambia reaches
levels above those registered in Mozambique andzdraa, its two neighbouring
countries used for comparison for which data isilabke. In 2010, electric power
consumption was 623.14 kWh per capita in Zambiae picture changes quite sharply
however if the world mean for the same year is idamed, as it is much higher at
2974.78 kKWh per capita in 2010. Since the mid-199@sGovernment has introduced
several institutional reforms, including the legation of private investment in the
power sector, the establishment of the Energy Reigul Board, and the adoption of a

168 Focus group discussion held on 28 September 2018daka with the Ministry of Finance and National
Planning.

189 Tripartite technical workshop, 10-11 April 2013.
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policy framework to encourage private sector pgudition in power generation and
transmission development. However, several problpetsist. Presently, despite large
tariff increases over the recent yedPghe electricity tariff does not cover the full tas
supply. This undermines the financial viability dESCO, the national electricity
company-’! Despite the improvements registered in recentsyehe lack of a reliable
and cost-effective power supply remains a key igauhe country. According to the
2009 Zambia Business Survey, unreliable electriéityperceived to be a serious
constraint by large enterprises (38 per cent) rtfmae by small ones (16 per ceHThe
Zambia EESE survey indicates that for about 38 qat of respondents, access to
electricity to operate enterprises efficiently affictively is “satisfactory.” Nonetheless,
for 34 per cent of them it is “poor.” The largedtases of interviewees from the
agriculture, manufacturing, and tourism, hotel aadtaurant sectors share this latter
opinion.

When it comes to the percentage of population witbess to improved water
sources, Zambia reached a level similar to thedvaverage in 2010. It achieved a rate
of 61 per cent, with the world mean for that yeainly 61.13 per cent. Of its three
neighbouring countries used for comparison, Malstands out with 83 per cent of its
population having access to improved water sourc@910. The Zambia EESE survey
reveals that for 46.8 per cent of respondents,sacte water as it affects running a
business efficiently and effectively is “satisfagtd About 30 per cent of interviewees
believe it is “poor.” Despite these rather encoimgdindings, clean water, particularly
for individual consumption and not only for runniagbusiness, remains an issue in the

country:”®

The “Quality of Overall Infrastructure Index” revusawhether a country's
infrastructure is underdeveloped or extensive dfident based on a range from 1 to 7
with higher values indicating better performanceeCthe period from 2008-12, Zambia
consistently rose in the index, reaching 3.9 in |titer year. This is compared to the
world mean of 4.3 for the same year. None of iteedhneighbouring countries
outperformed Zambia. As Zambia is a landlocked tgunthe “Quality of Port
Infrastructure Index” is meant to represent howeasible port facilities are, using a
scale from 1 to 7 with higher values indicatingtéeperformance. Zambia has improved
over time reaching the quite impressive value afid.2012. The world mean for the
same year is 4.3. None of its neighbouring cousituged for comparison registered a
higher score than Zambia. Zambia is connectedtéoriational ports through long routes
to South Africa, Tanzania and Mozambidtik.

There is scope for improving the situation of rafs in Zambia. The railway
network comprises two separate rail systems whiabulgl be integrated in order to
increase speed and reliability. Recently, the management of state-owned Zambia
Railways decided to revive the company's operatems$ improve the quality of rail

OE|U. 2013.

"L world Bank. 2009.

172 Clarke et al. 2010b.

173 Tripartite technical workshop, 10-11 April 2013.
"4 UNDP. 2011.

175 hid.

54



tracks. Although some public funds have been madslable, plans are to attract
matching private investment. In 2003, the goverrmagrarded a 20 year concession to a
subsidiary of a Mauritius-registered holding compémimprove the railway network in
the country. In 2012, the new government, led begskilent Sata, cancelled this
concession due to the failure of the private comgammeet its commitments. In fact, the
annual haulage of goods decreased from 1.8 milicomes in 2003 to only 700,000
tonnes in 2011, and the average train speed drdppad5 km/hour to 20 km/hour over
the same periotl® The Zambia EESE survey confirms this negativeupéctAbout 46
per cent of respondents assess railways as “pam™44 per cent consider them to be
“very poor.” It is believed that maintenance hasrbeeglected, leaving infrastructure to
deteriorate!’

The air transport sector is not well developed.r&rere 144 airports/aerodromes,
but only 4 major airports (Lusaka, Ndola, Livingsto and Mfuwe). Negotiations should
be conducted with airlines serving Southern Afridastinations in order to increase the
volume and improve the quality of their servicegZ#mbia'’® However, for 49 per cent
of respondents of the Zambia EESE survey, airpacilifies are “satisfactory,” with

about 26 per cent of them assessing airports aw.*po

Key Indicators

Electric power consumption (kWh per capita) 2007 2008 2009 2010
Electric power consumption measures the production of | Zambia 689.15 612.14 591.34 623.14
power plants and combined heat and power plants less . . . .
transmission, distribution and transformation losses, Malawi 88.36 7544 73.66 )
and own use by heat and power plants. Mozambique 473.10 462.41 45335 | 443.72
Source: International Energy Agency, Energy Statistics and .
Balances of Non-OECD Countries and Energy Statistics of | 1anZania 82.11 84.32 75.04 77.85
OECD Countries (World DeVelOpment Indicators Onlme) WOI’|d 21832 60 2‘860 67 2‘81 5 51 2974 78
* Taken from Index Mundi.'?
KWh per capita.
Roads, paved (% of total roads) 2003 2008 2009
Paved roads are those surfaced with crushed stone Zambia - - -
(macadam) and hydrocarbon binder or bituminized Malawi 4502
agents, with concrete or with cobblestones, as a alawi 5.0 ) )
percentage of all the country’ roads, measured in Mozambique - 20.78 20.78
length.
Source: International Road Federation, World Road Statistics Tanzania 8.63 7.38 6.67
(World Development Indicators Online). 80 World 49.40 R 64.94
% of total roads.

176 Fly. 2013.

Y7 Tripartite technical workshop, 10-11 April 2013.

178 UNDP. 2011.

17 http://data.worldbank.org/data-catal@gidhttp://www.indexmundi.com/

180 http://data.worldbank.org/data-catalog/
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Other Useful Indicators

Improved water source (% of population with access) 2000 2005 2010

Access to an improved water source refers to the Zambia 54 58 61

percentage of the population with reasonable access to an .

adequate amount of water from an improved source, such Malawi 62 3 83

as a household connection, public standpipe, borehole, Mozambique 42 45 47

protected well or spring, and rainwater collection. -

Unimproved sources include vendors, tanker trucks and Tanzania 54 o4 53

unprotected wells and springs. Reasonable access is Sub Saharan Africa 54.76 58 31 61.13

defined as the availability of at least 20 litres per person per : i i

day from a source within one kilometre of the dwelling. % of population with access.

Source: World Health Organization and United Nations Children's

Fund, Joint Measurement Programme (World Development

Indicators Online).181

Quality of overall infrastructure Index 2009 2010 2011 2012

(GC 09/10) | (GC10/11) | (GC11/12) | (GC 12/13)

Survey data: “General infrastructure in your Zambia 29 34 37 3.9

country is: 1=underdeveloped, 7=as extensive i : i

and efficient as the world’s best”. Malawi 29 34 3.5 3.2

Source: World Economic Forum, The Global :

Competiiveness Report 12 Mozambique 2.7 3.3 3.1 3.0
Tanzania 2.7 3.0 3.1 3.1
World (mean) 4.1 43 4.3 43
1=underdeveloped, 7=as extensive and efficient as the world’s best.

Quality of port infrastructure Index 2009 2010 2011 2012

(GC 09/10) | (GC10/11) | (GC1112) | (GC 12/13)

Survey data: “Port facilities and inland Zambia 3.7 3.6 4.0 41

waterways in your country are: ]

1=underdeveloped, 7=as developed as the Malawi 3.5 36 36 3.7

world’s best. For landlocked countries, this Mozambique 3.2 35 34 34

measures the ease of access to port facilities -

and inland Waterways". Tanzania 28 30 33 33

Source: World Economic Forum, The Global World (mean) 4.2 43 43 43

Competitiveness Report. 83

1=underdeveloped, 7=as developed as the world’s best.

181 http://data.worldbank.org/data-catalog/

182 http://vww.weforum.org/issues/global-competitivesies

183 hid.
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4. Social Elements

Indicators* assessing social elements of the
environment for sustainable enterprises for 2009** .

= Zambia === Malawi Mozambique ==fl==Tanzania

Education Index

Public

Expenditure on
Health -
Gender-related ‘
Development °
Index

Labour Force
Participation
Rate

Extent of Staff
Training

Youth Literacy
Rate

Key findings:

Zambia has a culture favourable to entrepreneurshiy
attested by the Zambia EESE survey, which revéws t
for 34 per cent of respondents the general attisudeng
young men and women aged 15-24 towards
entrepreneurship is “positive” to “very positiveThe
government is strongly promoting entrepreneurial
culture, particularly for youth, the National Busgs and
Technology Centre and the Micro, Small and Medium
Enterprises Policy being two examples thereof,
Entrepreneurship is also fostered through privatos
initiatives such as the Zambia Enterprise Network
Association which offers new trade and investment
opportunities to local business circles. .
Over the past decades, Zambia has worsened towards
less equal distribution of income. This trend resto a
rather worrying situation where Zambia is a middle-
income country with over half of its population ihg
below the poverty line. In response, the government
prioritizes job-rich growth, poverty alleviation éna
more equal distribution of income. Recently, théstxg
minimum wage was deemed too low and in July 2012 a
67 per cent increase was introduced by the Minister
Labour. Due to the lack of a sufficient notice pdrito
prepare for the change, this decision led to tensfo
suggestion from the private sector to implementosat
minimum wages is currently being looked into.

=== Zambia

In Zambia, school drop outs are high, particulddy
girls in rural areas.

The gender gap becomes particularly sharp at th
tertiary education level, where in 2005 there wemre
than twice the number of male students compared t
females. Consequently, women, being less educate
than men, have lower employment prospects.

Progress towards gender equality has been slownlymai
due to unfavourable customary practices.

Indicators* assessing social elements of the

enabling environment for sustainable enterprises

for 2012**

e==fll== Malawi Mozambique  ==ll==Tanzania

Education
Index

Gender
Inequality
Index

Extent of Staff
Training

Although the SNDP envisages the development of :
national social protection policy, a universal alge
pension scheme, and national social health insaranc
social protection remains poor in the country.

The large size of the informal economy leaves the
majority of workers without basic forms of social
protection. There are, however, voluntary pension
schemes for both public and private sector empkyee
and special schemes for civil servants, militaryd an
police personnel, local government, and utilityffsta

The Government of Zambia is presently reviewing all
occupational diseases laws and is committed tc
adopting ILO Convention 155 on occupational safety
and health and Convention 187 on a promotiona
framework for occupational safety and health.

* the values for the individual indicators have héarmonized for better presentation. The origimdicator values are included in the chapters.
** where data for 2012 was available, those indicagre reflected in the second figure
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4.1. Entrepreneurial culture

The general recognition of the key role of entegsi in development is a
fundamental element for a conducive business emviemt. Strong public and private
support to entrepreneurship, innovation, creatjvilgd the concept of mentorship are
other important determinants of an enabling envitent for sustainable enterprises.
Identifying indicators showing the degree of entegyeurial culture in a country is quite
challenging. Moreover, for Zambia, secondary datthis area is scanty. “New Business
Density” indicates the number of newly registerigdited liability companies per 1000
working age people in a year. A poor country likenbia is characterized by a majority
of micro and small enterprises that are normally limited liability companies. This
partly explains why Zambia registers rather lowuesl from 0.55 in 2004 to 0.88 in
2009, compared to the 1.21 average recorded itattex year for Sub-Saharan Africa.
Zambia outperforms Malawi, the only country seldctier comparison for which
information is available. The higher value for Zamlis likely due to the relative
importance of its mining sector that is characestiby comparatively large companies.

It seems that a culture favourable to entreprehgurexists in Zambid®* The
Zambia EESE survey offers interesting findingshiis regard. It reveals that for 34.2 per
cent of respondents the general attitude amonggypeonple (men and women aged 15-
24) towards entrepreneurship is “positive” to “vgsitive”. Interestingly, for the same
share of interviewees, it is “neutral”. It is to ddded that for a non-negligible proportion
of interviewees (23.2 per cent) the general attitaflyouth towards entrepreneurship is
“negative”. As the chart below shows, this negafperception predominates among
respondents from the agriculture sector, as weltaa the education and health sector.
The positive perception prevails among interviewfresn the transport, storage and
communication sector, and those from sectors €ladsas other. Respondents from
small firms are also more positive in this regavtiere the largest share (37.7 per cent)
described youth attitudes as “positive”, comparedrt almost equal share of respondents
from medium-size firms (37.3 per cent) and ovepdd cent of interviewees from large
companies who described them as “neutral”.

184 Focus group discussion with the World Bank, 28 &mper 2012.

58



How would you describe general attitudes among young
people (men and women aged 15-24 years) toward
entrepreneurship?
- 100% BB — y— —
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Source: Zambia EESE survey.

The Government is strongly promoting entreprenéuridture, particularly for
youth. Support to young entrepreneurs, especiallyrban areas, is envisaged and often
provided® through education and training, and financing witicro-credit and start-up
capital. The National Business and Technology @emtnd the Micro, Small and
Medium Enterprises Policy are two examples of gowmt initiatives for the promotion
of youth entrepreneurship. Mining, construction,nofacturing, and tourism are the
sectors where entrepreneurship and business devehtps particularly encouragéd.
Another relevant initiative is the Citizens’ Econicrmpowerment Commission created
in 2006, whose activity is based on 9 pillars, afewhich is the promotion of
entrepreneurial culture. The Commission has lauwhche massive campaign for
entrepreneurship development which seeks to chéwegeind-set of peopf! It is to be
added that the Ministry of Science, Technology &utlication is presently revisiting
school curricula to favour entrepreneurship. Thenia Chamber of Small and Medium
Business Associations (ZCSMBA) is collaboratinghatithe Ministry to review curricula
and introduce entrepreneurial culture in secontiargt schools. An idea that is being
explored is to begin fostering entrepreneurialurelin primary school€®

185 Common Market for Eastern and Southern Africa. &tied a) First training for Cassava clusters held in
Petauke — Zambia atest News. COMESA. Accessed on 6 December 2012.

18 Times for Zambia. 2011Zambia: Mulonga Counsels Over Youth EntrepreneursipSeptember.
Accessed on 13 November 2012,

187 Focus group discussion with Citizens' Economic Engganent Commission, 28 September 2012.

188 Focus group discussion with ZCSMBA, 28 Septembé@220
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A majority of the Zambia EESE survey intervieweas lfigh as 64.5 per cent) think
that new business start-ups have “very little” ascto entrepreneurship training and
business services (e.g. business advice, mentdrirginess plan development, research,
product development, export promotion, etc.). Indigoh, for 32.3 per cent of
respondents, such services take the prevailingegetighamics into account to “some
extent”. Nonetheless, a non-negligible share dafrinewees equal to 28.2 per cent feel
that the prevailing gender dynamics are “verydittaken into account.

In Zambia, entrepreneurship is also fostered tHigugvate sector initiatives. An
example is the creation in 1999 of the Zambia Emiee Network Association, which
was created by ten entrepreneurs to offer new addnvestment opportunities to local
business circle¥’ Several other business development service previare also active.
A 1996 Parliament act assigned to the Small EnssrprDevelopment Board the role of
umbrella body of BDS providers in Zambia, althougbst organizations offer business
support autonomously. The most frequently providedvices are business training,
information dissemination, marketing support sergjcmicro-credit, business advisory
services, and lobbying® It is to be observed that mentorship servicesrapertedly
non-existent in Zambi&* According to findings from the 2009 FinMark Tri&mbia
Business Survey, very few micro and small firms arembers of formal business
associations or networks. The large majority ofnth€/3 per cent) belong to non-
business groups or organizations, such as chumhessporting, political, and social
groups, and rely on these informal networks to ixecdusiness information. It is
suggested that using these informal networks tonpte entrepreneurial culture may be
more effective than relying on formal entiti€s.

How often are women workers’ rights included or promoted
by programmes which support the growth of entrepreneurial
activities?

® Always ™ Usually ™ Sometimes ™ Rarely Never Don't Know

o | S ] B 2 e
e
o N S SN e s

% of respondents, total and by sex

Source: Zambia EESE survey.

189 Xinhua News Agency-CEIS. 1998lew Business Body Formed in Zambiinhua News Agency, 1
February. Accessed on 6 December 2012.

19 JUDAI & Associates. 2002b.
191 Tripartite technical workshop, 10-11 April 2013.

192 Clarke et al. 2010b. See also focus group discassith ZDA, 28 September 2012.
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The Zambia EESE survey indicates that 36.6 per eenéspondents believe that
workers’ rights are “sometimes” included or prontbby programmes which support the
growth of entrepreneurial activities. However, angiderable share of interviewees
corresponding to 28 per cent believe that they ‘asgely” included. Dividing
respondents by sector, the latter, more negativeepgon prevails among individuals
employed in manufacturing. When it comes to thdusion or promotion of women
workers’ rights by programmes supporting the growfttentrepreneurial activities, 37.3
per cent of respondents think that women workeggits are “sometimes” included, and
23.7 per cent find that they are “rarely” so. Thegeption that women worker’s rights
are rarely promoted or included prevails amongritégvees from the mining, drilling
and quarrying, and transport, storage and commtuimicaectors. This may be due to the
fact that these sectors are dominated by male woew@d employers/managers, and that
including women workers’ rights in such programmiss not deemed relevant.
Respondents from large firms were also very negaitivthis regard, with the largest
share of them (32 per cent) responding that womenkevs' rights are “rarely”
supported, compared to over 40 per cent of intemés from small firms and 27.5 per
cent from medium-size businesses responding “somesti Furthermore, male
respondents were more likely than female resposdentperceive women workers’
rights as “usually” or “always” promoted, with 36{3r cent of male respondents
compared to just 17 per cent of female respondmiisving this.

How do you think that attitudes towards entrepreneurship
differ between young men and young women

(aged 15-24 years)?
Young men are generally much more positive
about entrepreneurship

Young men are generally slightly more
positive about entrepreneurship

They do not differ

Young women are generally slightly more
positive about entrepreneurship

Young women are generally much more
positive about entrepreneurship

Don't Know

0 10 20 30
% of respondents

Source: Zambia EESE survey.

When asked to what extent the attitudes towardseemneurship differ between
young men and young women (aged 15-24), over 4Z@etr of Zambia EESE survey
respondents feel that young men have a more pesittitude, and about 30 per cent find
that women do. About 22 per cent think that atésudf young men and young women
towards entrepreneurship do not differ. Interedyinfpr the largest share of interviewees
from the tourism, hotel and restaurant sector (p@8cent), young women are slightly
more positive towards entrepreneurship. A largeesloh respondents equal to 38.8 per
cent believe that quite a few young people in Zanrdve the necessary skills and
competencies needed for starting and running theim business. About 25 per cent
think that “a minority do” and 24 per cent find tifenost do not”. Employers were less
positive than workers in this regard, where only93ger cent of employers believe
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“quite a few do”, compared to 41.8 per cent of vesskwho feel this way. For 31.6 per
cent of all interviewees, the skills and competesaieeded to start and run a business
are similarly present among young men and womefaimbia. However, for an almost
equal share reaching 30 per cent, young men haglelglbetter skills and competencies
to start and run their own business.

To what extent do you think young people have the necessary
skills and competences needed for starting and running their
own businesses?

Most dO s 8.6%12'2% Worker/Employee
Quiteafewdo m—m—————"71/=-—+ 34.9% 41.8% ® Employer

A minority do d 29.6%
Most do not ﬂr’f&yx,

Don't Know & 0.;92%

0% 10% 20% 30% 40% 50%

% of respondents by status

Source: Zambia EESE survey.

When asked about the two most important aspectytheag people look for when
applying for a job, 64.4 per cent of respondentshef Zambia EESE survey selected
“earning a lot of money” as the first priority a2é.7 per cent chose “steady job/job
security” as the second. Interestingly, interviesveem small enterprises prioritized job
security and good promotion prospects slightly ntben those from medium and large
firms. This may be due to the precarious naturplog in small firms. The survey also
reveals that for 29.5 per cent of respondents etlierdefinitely a difference between
young men and young women concerning the most if@pbaspects considered when
applying for a job. Interestingly however, an alinegual share, as high as 27.3 per cent,
state that there is definitely no difference.

Key Indicators

New Business Density 2004 | 2005 | 2006 | 2007 | 2008 | 2009

The number of newly registered limited liability Zambia 0.55 0.60 0.62 0.89 1.03 0.88

companies per 1,000 working-age people (those .

ages 15-64) in that year. Malawi 0.05 0.06 0.06 0.09 0.11 0.08
Source: World Bank's Entrepreneurship Survey (World | Sub Saharan
Development Indicators Online).%3 Africa

Note: Data for Mozambique and Tanzania is not
available.

0.89 1.08 1.02 1.20 1.37 1.21

The number of newly registered limited liability companies per 1,000
working-age people.

193 http://data.worldbank.org/
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4.2. Education, training and lifelong learning

The development of a skilled workforce and the espan of human capabilities
through high-quality systems of education, trainamgl lifelong learning are important in
helping workers to find good jobs and enterprisefind the skilled workers they require.
Data on “Public Spending on Education” for the sepion is scanty. In general, it seems
that Zambia has spent the least on education, irepamly 1.35 per cent of GDP in
2008, and Tanzania the most with 6.18 per cen0itD2Zambia performs rather poorly,
also considering that in 2008 the world mean wéaspér cent. The decline over time in
government spending on education resulted in loyuality of education, with poorly
trained teachers and overcrowded classrooms. Adthowmiversal primary education has
been a priority in Zambia since independence, anithé 1980s additional grades were
added to basic schools to compensate for the laskanndary schools, tuition fees are
required after year 7, making education accessihlg to those who can afford !
Improvements have however been recorded in themetment ratio for primary school,
which was 96 per cent in 2011, and in the percentdidearners reaching grade 7, which
was 96.7 per cent in the same yEardn an attempt to further improve the present
situation, the Government has announced an alnbgiet cent increase in financial
allocations in 2013 compared to 2012, for qualidy@tion and skills traininty®

The “Education Index” measures educational attaimirbased on the adult literacy
rate and the combined primary, secondary, andatgr{iross enrolment ratio on a scale
from 0 to 1 with higher values indicating betterfpamance. Over the period 2006-12,
Zambia has maintained rather stable levels, aageaivalue of 0.50 in the latter year.
This is higher than the values registered for Magldozambique and Tanzania.

In Zambia, school dropout rates are non-negligipketicularly for girls in rural
areas. National dropout rates in 2011 were 1.8cpat for grades 1-7, 3 per cent for
grades 8-9 and slightly over 1 per cent for grad®42. The gender gap in dropout rates
in the same year were 0.6 per cent for gradesalfyst 3 per cent for grades 8-9, and 1
per cent for grades 10-1¥. The reasons for this may be the distance to sclfemily
pressure on household chdrésand early marriag€? The payment of tuition fees to
access secondary school is another major impeditoegirls’ further educatiof In
2011, the gender gap was almost non-existent idegrd-7, whereas in the enrolment
rate for grades 8-9 it was 4 per cent nationwide almost 8 per cent in some rural
provinces. Considering the enrolment rate in grdde$2 in 2011, the gender gap was as
high as 5.2 per cent nationwitfe.The gender gap becomes particularly sharp at the

1%4v/an Klaveren et al. 2009.

1% Musakanya, T. N.; Mulonda, S.; Chitamba, V. 201atidbhal Education Gender Score Card for 2010 and
2011. Forum for African Women Educationalists ofritéa (FAWEZA), November.

198 Ministry of Finance and National Planning. 2012.
197 Musakanya et al. 2012.

198 yan Klaveren et al. 2009.

199 Tripartite technical workshop, 10-11 April 2013.
20van Klaveren et al. 2009.

201 Musakanya et al. 2012.
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tertiary education level, where in 2005 there waae than twice the number of male
students compared to femafés.

When it comes to the percentage of firms offerimgnifal training to their
permanent and full-time staff, despite sparse dédmbia seems to perform worse than
Malawi and Tanzania, but slightly better than Mobajoe. The only available figure for
Zambia is 26 per cent in 2007. The “Extent of Staffining” indicates whether
companies in a country invest little or heavilytiaining and employee development to
attract, train and retain staff, on a scale frono Z with higher values indicating more
investments. Zambia does not perform particulargtlwin 2012 recording its lowest
value since 2008, at only 3.5. Of its three neighiyg countries used for comparison,
only Mozambique performs worse. The world meand@2was 3.9. The Zambia EESE
survey indicates that for almost half of respongl€a®.2 per cent) businesses in Zambia
contribute a “moderate” amount of investment towahiliman resource development
through internal training, and for 39.6 per cerattamount of investment is “small”.
When asked about companies’ investment in humaaures development through
external training, the majority of interviewees &per cent) find that it is “small”, with
only 27 per cent deeming it “moderate”. Interviewdeom firms 1 year old or less
describe investment through external training nafgtn as “moderate”, whereas the
majority of those from the three other categoridsfioms by age perceive the
contribution to be “small”.

How much investment do businesses contribute towards
human resource development through external training?

100%
& 90%
L)
€ 8o% " Large
=
2 70% = Moderate
8
s 60% = Small
©
§ 50% None at all
§ 40% Don't Know
b
® 30%
20%
” 12.1%
- 8.2%
o | 338 38% it 4.4%
1 year or less 2-5 years 6-9 years 10+ years

Source: Zambia EESE survey.

The “Youth Literacy Rate” for Zambia confirms theotnparticularly good
performance of the country in the area of educadiad training. About 74.4 per cent of
Zambians aged 15-24 could read and write in 201ib, tive world mean being 89.6 per
cent and Malawi reaching a level as high as 87cpet in the same year. Of the three
neighbouring countries used for comparison, onlyz8obique performs worse than

202\/an Klaveren et al. 2009.
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Zambia in this respect. The large gender gap irca&tian subsequently places women at
a disadvantage in economic activities. In 2005, tade literacy rate was 76.3 per cent
against 59.8 per cent for women, and in 2007 it 8&6 per cent for men and 60.6 per
cent for womer? These findings are particularly meaningful if wensider that the
most productive businesses are those run by eatreprs with an advanced level of
educatiorf’* and that formal and successful enterprises areatggeby owners with an

advanced education level, and this is true alsafomen®®

In 1996, the Government launched a Technical Edwwa{ Vocational and
Entrepreneurship Training (TEVET) policy. This wadlowed by the adoption of a
TEVET act in 1998 which was revised in 2085.Although it was difficult for
vocational training institutions to maintain quglivith low fees, according to a 2004
impact assessment, TEVET proved to be quite suittessth most students finding a
job within 6 months of graduation. In contrast,dyrates from business institutes found it
more difficult to get a joB%" All training institutions must register with thee@hnical
Educational, Vocational and Entrepreneurship AuthqmTEVETA). In 2008, a total of
274 technical and commercial training institutionsre registered. Over 42 per cent of
these institutions were owned by private organiresj over 22 per cent by churches, 20
per cent by government, 6 per cent by NGOs, andréeh®inder by community and
private companies. Enrolment rates in these trgimstitutions were among the highest
in the regiort’® Despite these encouraging findings, 10 per ceth@®008 Investment
Climate Survey respondents considered skills sgerta major constraint to their
business expansion. The percentage was higher aexmugters and large firni& The
Zambia Association of Chambers of Commerce anddingZACCI) reports that there
is a constant mismatch between skills providedlabdur market needs. The Ministry of
Science, Technology and Education is starting ¥esitecurricula to remedy the situation
and 6 new universities are being establisiédhe situation seems to be particularly
negative for women entrepreneurs. The Zambia Faderaf Women in Business
(ZFWIB) reveals that in rural areas, even basgrdity and business skills are missing.
Some initiatives are being launched presently torave the situation, but there is little
coordination and poor information disseminationefghis a clear need to integrate ICT
into basic business trainify.

203v/an Klaveren et al. 2009.

204 Conway, P.; Shah, M. K. 2010. Zambia Business Suéyo's productive in Zambia’s private sector?
Evidence from the Zambia Business Survey. FinMarkis Private Sector Development Reform
Programme; World Bank Zambia Country Office; ZambiaiBass Forum, June.

2051L.0. 2003.

206 Kingombe, C. 2012Lessons for Developing Countries from ExperiencérWiechnical and Vocational
Education and Traininglnternational Growth Centre. Working Paper 11/101&nuary. Accessed on 5
February 2013.

207 van Klaveren et al. 2009.

208 Kingombe. 2012.

29\World Bank. 2009.

219 Focus group discussion with ZACCI, 27 September 2012

211 Focus group discussion with ZFWIB, 28 Septembe2201
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Do you think that workers have the skills demanded by
business?

100% S
[ ] Il
90% Generally yes
80%
70% ] Thgrg are minor skill
deficits
60%

z
o
60
1]
3
©
(5]
<
1%}
©
o
c N
w  50% lTh'ere a.re.5|gn|f|cant
t skill deficits
3 40% ———
[ =
g 30% Generally no
(%)
2 Lo
s -
o
X 10% - Don't Know
6.6%
8.1%
0% 2.6% n.l:ol ‘

Employer Worker/Employee

Source: Zambia EESE survey.

The Zambia EESE survey reveals that 48.6 per cenéspondents believe that
workers generally have the skills demanded by lmssinin the country, although 28 per
cent of them feel that there are “minor skill da#§t Workers responded more
favourably in this regard, with 54 per cent statthgt workers generally do have the
demanded skills, compared to 40.8 per cent of eyapsowho felt this way.

Do you think that male and female workers are equally likely
to have the skills demanded by business?

® Generally yes ® Minor differences " Significant differences Generally no

% of respondents by sex

Source: Zambia EESE survey.

For 46.3 per cent of interviewees from the ZambizSE survey, male and female
workers are generally equally likely to have thélskiemanded by business in Zambia.
However, for about 30 per cent of them “there ameomdifferences”. This latter opinion
is particularly strong among respondents from tli@ing, drilling and quarrying sector.
Though most of the male and female respondenteveetikills are generally equal, male
respondents were more negative than female resptmdehere 58.1 per cent of men
compared to 46.3 per cent of women respondent&ugelihere are at least minor
differences between male and female workers’ sKillsis contrast is reflected in the
chart above. The largest share of respondents &xareather encouraging view about

66



tertiary and vocational education in Zambia, with64per cent of interviewees claiming

that it “meets some needs” of the business commamitl 41.8 per cent stating that it

“meets most needs”. This latter, more positive mpiris held in the highest proportion

by respondents from the agriculture, constructiang tourism, hotel and restaurant
sectors. Those from small firms were also moretp@sin this regard, where 54.4 per

cent believe that it either “meets most needs’meéts all needs”, compared to 45.1 and
42.6 per cent of those from medium and large erisaprespectively who felt this way.

To what extent do you think that tertiary and vocational
education meets the needs of the business community?

100%
& . 98% . 82%
E 90%
& 80% ® Meets all needs
3 70%
Z u
M

§ 60% eets most needs
g 50% " Meets some needs
@ 40%
S 30% Does not meet the
R needs

20% Don't Know

10% ~T

0% 1.4% 8% 33332

Small enterprise Medium enterprise Large enterprise

Source: Zambia EESE survey.

The Ministry of Labour and Social Security is prahe trying to improve the
general situation by addressing the issues of aweaseraising on productivity, ICT,
apprenticeships, and internshfps.

Many talented Zambians live abroad, and for thgdanajority of respondents of
the Zambia EESE survey, brain drain affects thénkess community “very negatively”
(42 per cent) to “somewhat negatively” (40.4 pentteMost employers (47.7 per cent)
described the impact as “very negative”, while wgest share of workers (43.1 per
cent) described it as “somewhat negative”.

212 Focus group discussion with the Ministry of Laband Social Security, 27 September 2012.
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Key Indicators

Public spending on education, total (% of GDP) 2008 2010 2011
Public expenditure on education consists of current and capital public Zambia 1.35 - -
expenditure on education plus subsidies to private education at the primary, .

secondary, and tertiary levels. Malawi ) 464 5.72
Source: United Nations Educational, Scientific, and Cultural Organization (UNESCO) | Tanzania 6.83 6.18 -
Institute for Statistics (World Development Indicators Online).213

Note: Data for Mozambique is not available. World 4.58 ) )

Public spending on education as share (%) of

GDP.

Education Index 2006 2008 2009 2010 2011 2012
It measures the educational attainment. The Zambia 0.48 0.48 0.50 0.50 0.50 0.50
Education Index is measured by the adult literacy rate .

and the combined primary, secondary, and tertiary Malawi 0.39 0.41 042 044 044 0.4
gross enrolment ratio. The adult literacy rate gives an | Mozambique 0.20 0.22 0.22 0.22 0.22 0.18
indication of the ability to read and write, while the -

gross enrolment ratio gives an indication of the level | Tanzania 0.34 0.35 045 045 0.45 045

of education from kindergarten to postgraduate
education. It is a weighted average of Adult literacy
index (with two-thirds weighting) and the combined
primary, secondary, and tertiary gross enrolment ratio
(Gross enrolment index [0, 1]) (with one-third
weighting).

Source: UNDP, Human Development Report.214

On a scale from 0 to 1. Higher values correspond to better performance.

Firms offering formal training (% of firms) 2006 2007 2009
Firms offering formal training are the percentage of Zambia - 26.02 -
firms offering formal training programmes for their )
permanent, fulltime employees. Malawi 5161 ) 4842
Source: World Bank, Enterprise Surveys and World | Mozambique - 22.08 -
Development Indicators Online.215

Tanzania 36.48 - -

% of firms offering formal training.

213 http://data.worldbank.org/

2% hitp://hdr.undp.org/en/reports/global/hdr2011/

215 hitp://iwww.enterprisesurveys.org/
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Extent of staff training 2008 2009 2010 2011 2012
(GC (GC (GC (GC (GC
08/09) 09/10) 10/11) 1112) | 12113)
The World Economic Forum (WEF) Survey asked the | Zambia 3.7 35 3.8 3.7 35
business leaders to provide their expert opinions on .
the following: “The general approach of companies in Malawi 38 38 4.0 3.9 3.7
your country to human resources is: (1=to invest little | Mozambique 3.3 37 3.4 3.3 392
in training and employee development, 7=to invest -
heavily to attract, train, and retain employees)”. Tanzania 36 36 34 36 38
Source: World Economic Forum, The Global World (mean) 4.0 4.0 4.0 4.0 3.9
Competitiveness Report.216
1=to invest little in training and employee development, 7=to invest heavily
to attract, train, and retain employees.
Literacy rate, youth total (% of people ages 15-24) 2009 2010
Youth literacy rate is the percentage of people ages 15-24 who can, with | zambia 74.59 74.41
understanding, read and write a short, simple statement on their
everyday life. Malawi 86.46 87.08
Source: United Nations Educational, Scientific, and Cultural Organization Mozambique 70.87 71.79
(UNESCO) Institute for Statistics (World Development Indicators Online).217
Tanzania 77.42 77.32
World 83.31 89.63
% of people.

4.3. Social justice and social inclusion

Inequality and discrimination hinder the creationdagrowth of sustainable
enterprises. Explicit policies for social justicepcial inclusion and equality of
opportunities for employment are needed.

The Zambia EESE survey indicates that 47 per céntespondents “never”
experience discrimination from customers for bemgnan or a woman running a
company or working in it, and 41 per cent “raretld. Interestingly however, 7.4 per
cent of interviewees reported that they are “ofteliscriminated against. Of female
respondents, 14.6 per cent responded in this vagpared to only 3.4 per cent of male
respondents. When asked about discrimination froppléers based on their sex, about
60 per cent of respondents state that they “neempkrience it, while 29.4 per cent of
them “rarely” do. It is interesting to note thatdrviewees from firms 1 year of age or
less are more likely than any other group to exymee discrimination from customers,
and least likely to experience discrimination freoppliers. Specifically, almost 18 per
cent of respondents from firms 1 year or youngeored experiencing discrimination
from customers “often” or “always”, compared totjusmder 10 per cent of those from
firms belonging to other age groups who respondetiis way. Conversely, those from
the youngest firm group also reported the lowetst od discrimination from suppliers,
with only 3.6 per cent responding “often” or “alvedycompared to 8.2, 6.1 and 4.9 per
cent of those from firms 2-5, 6-9 and 10 or morargeld respectively who did so. Over
43 per cent of respondents believe that laws stipgoequal opportunities for men and

216 htp://www.weforum.orgl/issues/global-competitivemes

217 http://data.worldbank.org/
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women at the work place exist but are not well evéd, whereas 31.2 per cent think that
they are “well-developed and enforced”. It is todukled that for almost 14 per cent of
interviewees, such laws are “underdeveloped” incthuntry.

How often do you experience discrimination from customers
or suppliersbeacuse you are a woman/ man running your
business/ working in this establishment?
70%

66.7%

60%

50% mNever

m Rarely
40%

m Often
30% +

Always

20% A

Don't
Know

%o of respondents by sex

10%

0%

From customers From suppliers

Source: Zambia EESE survey.

The UNDP Human Development Report 2013 indicatas Zambia ranks 163 out
of 187 countrie$® The “GINI Coefficient” measures the extent to whibe distribution
of income among individuals or households within esonomy is equal. Absolute
equality corresponds to a value of 0, whereas atsatequality is represented by 100.
Available data in Zambia is very scanty. Howeveigan be observed that Zambia has
worsened towards a less equal distribution of iromoving from 53.44 in 1998 to
54.63 in 2006. A different source indicates that @INI Coefficient reached a value of
57 in 2004*° This trend has led to a rather worrying situatidrere Zambia is a middle-
income country with about 60 per cent of its popataliving below the poverty line. A
major factor accounting for the present situatienthie natural resources-based and

218 United Nations Development Programme. 20MBman Development ReportNDP. Accessed 26
March 2013.

219 Central Statistics Office. 2010. Living ConditionsoMtoring Survey. Government of Zambia;
Department for International Development (DFID).
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capital-intensive growth experienced by the couitryecent year&® This has provoked
the Government to prioritize job-rich growth, payealleviation and a more equal
distribution of incomé?! Of the three countries chosen for comparison, daiaz
presents the lowest GINI Coefficient values, intii@a a more equal distribution of
income, while Zambia presents the highest. In Zamntlie Minister of Labour alone
decides on the minimum wage. Its decision doeshowtever affect a potentially lower
minimum wage set through collective bargainiffyRecently, the existing minimum
wage was deemed too low and in July 2012 a 67 @etr iocrease was introduced. As
companies were not given a notice period to prefmaréne change, this decision led to
tension and made compliance quite challengih@ased on a suggestion from the
private sector to implement sectoral minimum wages2012 the Government sent a
group of experts to Kenya and South Africa to itigege what methods are used in
those countries to set sectoral minimum wages.

Gender Equality Rating

5.0
Zambia
4.5
s == Malawi
o .
s 4.0 4 * =—Mozambique
z
T 35 = {} {} 7Y A, N— =f—Tanzania
g
30 . Sub- Saharan Africa (all
' income levels)
2-5 T T T T T T 1

2005 2006 2007 2008 2009 2010 2011

Source: World Bank Group, CPIA database127 (World Development Indicators Online).

The “Gender-related Development Index” measuresageeachievements in long
and healthy life, knowledge and a decent standérliving, adjusted to account for
inequalities between men and women. Higher valndigate a better situation. Zambia
has slightly improved over time, reaching 0.47 @92 Its three neighbouring countries
used for comparison perform in a similar way, wMlalawi and Tanzania reflecting a
slightly better situation and Mozambique a slightlyorse one. The “Gender
Empowerment Measure” is an index measuring gendedquality in economic

220 Bigsten, A.; Tengstam, S. 201Benewed Growth and Poverty Reduction in ZamBiambia Social
Science Journal, 1 (1). Accessed on 11 January.2013

221 Ministry of Finance and National Planning. 2011.
222y/an Klaveren et al. 2009.
23|y, 2013.

224 Tripartite technical workshop, 10-11 April 2013.

71



participation and decision-making, political pagp#tion, and decision-making and
power over economic resources. The lower the vatlue, more heavily a society is
penalized for having inequalities. Data for Zamisiavailable only for 2009 when the
country reached a value of 0.43. Tanzania is tHg pneighbouring country used for
comparison for which information is available, aibcdutperformed Zambia reaching
0.54 in the same year. The “Gender Equality Ratimg'asures the extent to which a
country has implemented institutions and programtmesforce laws and policies aimed
at promoting equal access for men and women toagiduc health, the economy, and
legal protection. The rating is on a scale frono B twith higher values indicating better
performance. Zambia maintained a level of 3.5 f2005 to 2010, and dropped to 3 in
2011. In this latter year, it performed below thébSaharan African average of 3.2. Its
three neighbouring countries used for comparisdroatperformed Zambia in 2011,
reaching a value of 3.5. The “Gender Inequalityekidmeasures the loss due to
inequality in achievements in health, empowermedt the labour market. Values range
from 0, reflecting perfect equality, to 1, reflegitotal inequality. Zambia has somewhat
improved, reaching a value of 0.62 in 2012, thoaljthree of its neighbouring countries
perform slightly better. The “Female Economic Attivindex” measures the share of
women over the age of 15 who work in industry, @gture or services as a percentage
of men. Zambia performs worse than its three na&ghhg countries and has slightly
worsened in this area over the period 2003-05,rdéng a rate of only 73 per cent in the
latter year.

The negative picture which emerges from the sdoidicators presented above in
terms of gender equality confirms findings presénteprevious sections (2.4, 3.4, 4.1,
and 4.2). Women’s lower level of education compat@dnen and the unfavourable
socio-cultural and often discriminatory environmémey are confronted with, relegate
Zambia’s female labour force to low-skilled and }paid jobs in agriculture (particularly
subsistence agriculture) and informal activif@3//omen need the consent of parents or
guardians to get married irrespective of age, ang tequire the consent of husbands to
engage in income-generating activities. In addjttmsbands have considerable control
over their wife’s earnings. Of the more than 73nethgroups in Zambia, all support
patriarchy. These are all factors hindering womemegagement in business
enterprise$®® The Industrial and Labour Relations Act prohibiscrimination in
employment on the grounds of sék.Nonetheless, when women work in waged
employment, they often suffer from discriminatorgrking conditions, including pay
inequity?*®

The Zambia EESE survey indicates that for more #auper cent of respondents,
men and women have equal access to formal schoslmgever, a non-negligible share
(22.8 per cent) believes that men are favoureds Tdtter view is particularly strong
among interviewees from the mining, drilling andagying sector. When it comes to
equal access to technical and vocational trainetgzdéen men and women, almost 54 per
cent of respondents think it is equal, but 42.3 gant believe men are favoured. This
latter view prevails among respondents from thecaljure, construction, and mining,
drilling and quarrying sectors. When asked aboutiakgaccess to employment
opportunities, nearly 58 per cent of respondeniktthat access is equal, but over 31 per

225yvan Klaveren et al. 2009.
228 JUDAI & Associates. 2002b.
227 United Nations Committee on the Elimination of @imination against Women. 2011.

228 United States State Department Bureau of Demockoyan Rights, and Labor. 2011.
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cent find that men are favoured. Again, this opinis strongest among interviewees
from the mining, drilling and quarrying sector. Ttiéference between male and female
interviewee responses is also interesting, wher@ ddr cent of men believe that women
are favoured, compared with 5.8 per cent of femmapondents who hold this view.

Women however, were more confident that accesmpayment opportunities is equal,

with 62.8 per cent sharing this opinion compare83@ per cent of men.

To what extent do you think that men and women havethe
same access to employment opportunities?

® In favour of men m Equally m In favour of women Don't Know

Female
.8%

% of respondents by sex

Source: Zambia EESE survey.

There are some initiatives in Zambia which tryémedy the existing situation. For
example, the Zambia Chamber of Small and Mediuniri@ss Associations (ZCSMBA)
mainstreams gender in its activities. A USAID pobjéhat the organization benefited
from imposed a 40 per cent quota for women in mgmmmes, and this quota system
was maintained even after the end of the projeareldver, ZCSMBA is trying to
establish a women’s de$R. Other organizations adopt quota systems for worfen.
example, the beneficiaries of ZDA must be 30 pet éemale, with young women being
favoured?®

The Zambia EESE survey reveals that almost 50 pet of respondents can
balance their family responsibilities with work business management “somewhat
well”, and about 31 per cent can do it “very welbout 12 per cent of interviewees
claim that they can balance family responsibiliteesd work or management tasks
“poorly” to “very poorly”. Considering responses Ilsgctor, only in the construction
sector, which is male dominated, the largest sbanaterviewees state that they can
balance family responsibilities and work or manageitasks “very well”, as opposed to
the largest proportions of respondents from alkeotsectors which choose “somewnhat
well”. Employers are more confident in this regandth 38 per cent describing their
ability to balance responsibilities as “very wedlihd about 44 per cent describing it as
“somewhat well”, compared to 26 and 54 per cent eofiployees respectively.
Respondents from large firms were also more confiddhan other interviewees,
describing it as “somewhat well” and “very well” @most equal rates (45.4 and 41.2 per
cent respectively). Comparatively, much larger prtipns of interviewees from small

229 Focus group discussion with ZCSMBA, 28 Septembé220

20 Eocus group discussion with ZDA, 28 September 2012
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and medium-size businesses (50 and 62 per cergatesgly) reported balancing their
family responsibilities only “somewhat well”. Ingstingly, this difference decreases
dramatically when respondents are compared acress where male and female
respondents describe their ability to balance wamnkl home responsibilities at near
identical levels.

How well do you succeed in balancing your family
responsibilities with running your business/working at this
establishment?
60%
54%
50%
50% ® Very poorly
§ 44%
® Poorly
T 40% 38%
~ ® Somewhat well
30%
5 30% " Very well
26%
2
g I have no family
k7 20% responsibilities
c Don't Know
2
g 10%
2 ol ol ol
R
o 0 o i
5 > L . 2
h ic g :
(=% Q -
E 2E
Source: Zambia EESE survey.
Key Indicators
GINI coefficient 2003 | 2004 2006 | 2007 | 2008
Gini index measures the extent to which the distribution of | Zambia 42.08 | 50.74 54.63 - -
income (or, in some cases, consumption expenditure) Malawi 39.02
among individuals or households within an economy alawl ) : ) ) )
deviates from a perfectly equal distribution. A value of 0 Mozambique 4711 . . - | 4566
represents absolute equality, a value of 100 absolute
inequality. Tanzania - - - | 3758 -

Source: World Bank, Development Research Group. Data are O=perfect equality, 100=perfect inequality.
based on primary household survey data obtained from ’
government statistical agencies and World Bank country

departments. 23!

231 hitp://data.worldbank.org/
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Labour force participation rate 2006 2007 2008 2009 2010
The labour force participation rate is the proportion of the | Zambia 80.1 80.0 80.0 79.9 79.8
population ages 15-64 that is economically active: all .

people who supply labour for the production of goods and Malawi 831 821 828 827 826
services during a specified period. The labour force Mozambique 85.5 85.3 85.2 85.0 84.9
participation rate is calculated by expressing the number -

of persons in the labour force as a percentage of the Tanzania 9.3 9.8 9.7 90.7 90.6

working-age population. The labour force is the sum of
the number of persons employed and the number of

The lower the value, the more heavily a society is penalized for having

i lities.
unemployed. The working-age population is the nequalfies
population above a certain age, prescribed for the
measurement of economic characteristics.
Source: ILO KILM.232
Gender-related Development Index (GDI) 2005 2006 2007 2009
A composite index measuring average achievement in the | Zambia 0.38 0.40 0.43 0.47
three basic dimensions captured in the human .
development index—a long and healthy life, knowledge, Malawi 0.32 0.39 043 049
and a decent standard of —adjusted to account for Mozambique 0.37 0.39 0.37 0.40
inequalities between men and women. -
Source: UNDP Human Development Report.233 Tanzania 0.41 0.43 0.46 0.53

The lower the value, the more heavily a society is penalized for having

inequalities.
Gender empowerment measure 2005 2006 2007 2009
A cgmposite [ndex measuring gender inequaljty in three Zambia - - - 0.43
satcpaton and deciion maing polica aricatn, | TEnZan 05| 060 | 060 | oss

and decision-making and power over economic

The lower the value, the more heavily a society is penalized for having

resources. inequalities.
Source: UNDP, Human Development Report.23
Note: Data for Malawi and Mozambique is not available.
Gender Inequality Index (Gll) 2009 2010 2012
The Gender Inequality Index is a composite index Zambia 0.752 0.617 0.623
measuring loss in achievements in three dimensions of .
human development—reproductive health, empowerment Malawi 0.758 0.583 0.573
and labour market—due to inequality between genders. Mozambique 0.718 0.593 0.582
Source: UNDP, Human Devel t Report.2%5

ource , AUmMan bevelopment kepol Tanzania _ 0.556 0.556

Values range from 0 (perfect equality) to 1 (total inequality).

232

http://kilm.ilo.org/

238 hitp://hdr.undp.org/en/reports/

24 bid.

235 |pid.
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Female economic activity 2003 (Report 2004 (Report | 2005 (Report
2005) 2006) 2007/2008)
Female economic activity is a measure of women Zambia 74 73 73
over the age of fifteen who are working in industry, .
agriculture, or services as a percent of males. Malawi %0 % %
Source: UNDP, Human Development Report.236 Mozambique 92 102 102
Tanzania 93 95 95
% aged 15 and older.

4.4. Adequate social protection

Providing citizens with access to key services,hsas quality health care,
unemployment benefits, maternity protection, arfgasic pension, is key to improving
productivity. Protecting workers’ health and safetlythe workplace is also vital for
sustainable enterprise development and producty@iyns. For about 69 per cent of
respondents of the Zambia EESE survey, poor hediétts productivity at the work
place to “a great extent”, and for 22.7 per cerfstaime extent”. Interestingly, employers
held the former view more often than workers, wh&se? per cent of employers believe
that poor health affects productivity to “a greatemt”, compared to 64.2 per cent of
workers who feel this way. Views on how statutoogial security contributions affect
business are quite diverse. For 29.6 per centtefvrewees, contributions “positively”
impact business, 25.5 per cent believe they “neglgti impact it, and for 28 per cent
they have no effect. Comparing responses acrossdge, interviewees from firms 1
year of age or younger were more negative in #ggrd than others. Specifically, 39.3
per cent described the impact as “negative”, coegbéw 24.7 per cent, 27.3 per cent and
23 per cent of interviewees from firms aged 2-59 @nd 10 or more years old
respectively who felt this way. Support from socsaicurity contributions in case of
emergencies is assessed as “poorly” functioningbper cent of interviewees, and “not
very well” functioning by 35.3 per cent of them.idt however argued that in Zambia
there are no social protection measures in placerfiergencie$’ The Zambia EESE
survey also reveals that occupational safety aattth@OSH) practices are sensitized and
implemented by enterprises “to some extent” acogrdd 47.7 per cent of respondents,
and “very little” for 37.8 per cent.

236 http://hdr.undp.org/en/reports/

27 Tripartite technical workshop, 10-11 April 2013.
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To what extent does poor health affect productivity at the

wor kplace?
0.0%
Don't Know I 13%
0.5%
Not at all | 07%
Worker/Employee
. 0,
Very little o 33% 10.4% m Employer
25.09
Some extent L 19.6%
64.2%
B —————
0% 20% 40% 60% 80%

% of respondent by status

Source: Zambia EESE survey.

HIV/AIDS continues to be a serious problem amorg Zlambian population. The
2007 Zambia Demographic and Health Survey revéalsit4 per cent of Zambians aged
15-49 were HIV/AIDS positive at that time. HIV predence was higher among women
(16 per cent) than among men (12 per cent) andrad areas more than in urban ones.
About 15 per cent of children under the age of Eenorphaned® Interestingly, the
2009 FinMark Trust Zambia Business Survey revdwdsfor 9 per cent of large business
managers, HIV/AIDS was a reason for high absenteeasnong workers. Malaria
seemed to represent much more of a problem howewesre 25 per cent of large
enterprise managers and 14 per cent of small estreprs found it was disruptive to the
business. More generally, health was not perceteedave a big impact on business
performance, with only 19 per cent of large comparanagers thinking that illness has a
significant influencé® These findings contrast with those emerging fréva Zambia
EESE survey presented above. The EESE survey setieal for 37.7 per cent of
interviewees, medical facilities available for werk in Zambia are “poor”, and for 35
per cent they are “adequate”. Interestingly, redeots from firms 1 year old or younger
described medical facilities more negatively, with.1 per cent describing them as
“poor” or “very poor”, compared to 47.9, 51.5 arti&per cent of those from firms aged
2-5 years, 6-9 years and 10 or more years respéctwho shared this opinion. For
slightly over 50 per cent of interviewees, medicasts are “somewhat affordable” for
workers and for 34.2 per cent they are “not affbteat all”.

238 Central Statistics Office; Zambia Ministry of HemlfTropical Diseases Research Centre; University of
Zambia. 2009Demographic and Health Survey 200Farch. Accessed on 9 November 2012.

29 Clarke et al. 2010a.
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How would you describe the available medical facilities for
workers?

® Very poor ™ Poor ™ Adequate ™ Good “ Verygood Don't Know
1.1%

v | R OSSR SR,
.5%
0%
v |EER IEEER [S

0.0%
5.5%

2svve | S ISR S 5
e R S s oy
less 4

% of respondents by firm age

Source: Zambia EESE survey.

Secondary information on social protection in Zanis rather scanty and partly
missing. Data on old age expenditure as a perce@h&DP is available only for 1992
in Zambia, when the rate was 2.34 per cent. Nadigs available for any year for any of
the three countries used for comparison. Data abli® Expenditure on Health” as a
percentage of GDP reveals that Zambia’s spendisgoban decreasing over the period
2002-10. In the latter year, Zambia reached a le¥/8.6 per cent of GDP, compared to
the Sub-Saharan Africa average of 2.9 per centhfersame year. In 2010, all three
neighbouring countries used for comparison speghéri shares of their GDP than
Zambia on health. It is however to be noted that @overnment has announced an
almost 41 per cent increase of financial allocatiom 2013 over 2012 for heaftff.
“Coverage by Health Care” as a percentage of twalth care measures the percentage
of total (public and private) health care expengitoot financed by private household’s
out of pocket payments. Data on this indicator vailable only for Tanzania and
Zambia. It is clear from the data that the Goveminté Tanzania has contributed more
over time and Tanzania has reached a substarttiger percentage of total health care
not financed by private households than Zambi&0h0, the rate was 73.5 per cent for
Zambia and 86.4 per cent for Tanzania.

The large size of the informal economy in Zambivés the majority of workers
without basic forms of social protection. ThereasCash Transfer Scheme which
presently covers about 30,000 individuals and whidh be scaled-up. In addition, to
remedy the situation, the SNDP envisages the dpwedat of a national social protection
policy, a universal old-age pension scheme, antmet social health insurance. It is
also to be noted that Zambia has a Workers’ CongiEmsAct, which was adopted in
1999, and an Occupational Health and Safety Acsezhsn 201G*' In Zambia, no
statutory old-age pension system exists. The 19896siBn Scheme Regulation Act

240 Ministry of Finance and National Planning. 2012.

241)L0. 2013.
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regulates the establishment of pension schemesvasdamended in 2005. There are
voluntary pension schemes for both public and peiveector employees, and special
schemes for civil servants, military and policegoemnel, local government, and utility
staff. Employees usually pay up to 1/3 of the tottribution, in a range from 5 to 10
per cent of their salaries. Employers normally mhuble the rate of employees’

contributions, in a range from 10 to 20 per centsafaries. Employers may, on a
voluntary basis and either individually or as a ugo establish complementary
occupational pension schemes for their employed® S$elf-employed and some
categories of informal workers may also obtain wtdwy coverage if they were

previously covered by the pension scheme. Theralaoedisability and survivor pension
scheme$?” The Government of Zambia is presently reviewirigpatupational diseases

laws in order to improve the current situation lbé tcountry. In addition, Zambia is

committed to adopting Convention 155 on occupatisatety and health and convention
187 on a promotional framework for occupationaksafnd healtA?®

What istheimpact of maternity leave cost on small/micro,
medium and lar ge enter prises?

60%

50%

m Very positively

40% __ mPositive

® None

30% = Negative

Very negative

% of respondents by status

20%

Don't Know

10% +— ——

0% -

Large |
Medium
Small/micro
Large
Medium
Small/micro

Employer Worker

Source: Zambia EESE survey.

Over 51 per cent of respondents of the Zambia EES$&ey consider maternity
protection in the country as “satisfactory”. For.@3er cent of them, it is “well-

242 |nternational Social Security Association. 2018SA Social Security Country Profiles — Zambia
Accessed on 12 November 2012,

243 Statement by the Government of Zambia at the IL&dW 2013 Governing Body meeting on 14 March
2013.
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functioning” and for 21.4 per cent it is “underdmed”. The impact of maternity leave
costs on enterprises is assessed differently deppma the size of the business. The
impact is deemed to be “negative” by 46.7 per céimterviewees concerning small and
micro enterprises (1-50 employees), and by 44.4ceet regarding medium-scale firms
(51-99 employees). The respective shares consgisuch impact as neutral are 16.7 per
cent on small firms and 24.7 per cent on mediura-sizes. The trend reverses when it
comes to assessing the impact of maternity leawstscon large enterprises (100
employees or more), where for 41.4 per cent ofnge/ees there is no impact and for
29.3 per cent it is “negative”. Interestingly, emyars are more negative than workers
regarding the impact of maternity leave costs acedsenterprises, irrespective of size.
Moreover, interviewees from small firms are the tmoegative regarding their
assessment of maternity protection, with just o2& per cent describing it as
“underdeveloped”, compared to 15.7 per cent ofétfosm medium-size enterprises and
14.9 per cent from large firms. Presently, in Zaambnly employers fund maternity
leave. The government is now dealing with the MatgrConvention C183 and the
extension of the number of weeks of maternity lefiwgen 12 to 14. In addition, at the
moment only civil servants benefit from 5 days eitgrnity leave. The extension of
paternity leave to private sector employees is undasideratiori** Respondents of the
Zambia EESE survey were asked to express theirsviawthe likely impact of paternity
leave on business in general. The prevailing trendhat such impact would be
“negative” (37.8 per cent) to “very negative” (1§4dr cent). There is no impact for 19.2
per cent of interviewees. Workers responded siightore positively than employers,
with 19.8 per cent of employees compared to 13rlcent of employers describing the
Impact as “positive” or “very positive,” and onlg 5 per cent of employees compared to
23.7 per cent of employers describing it as “vesgative”.

What would be the likely impact of paternity leave on business

generally?
Don't Know e
Very positively wm
POSItIVE s Worker/Employee
None ss—— " Employer
Negative = ————V
Very negative mssssssss—
0% 10% 20% 30% 40% 50%

% of respondents by status

Source: Zambia EESE survey.

244 Focus group discussion with the Ministry of Laband Social Security, 27 September 2012.
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Key Indicators

Public expenditure on health (% of GDP) 2002 2004 2006 2008 2009 2010
Public expenditure on health as a percentage of Zambia 42 3.8 3.8 3.7 3.6 3.6
GDP - Public health expenditure consists of )

recurrent and capital spending from government Malawi 2.9 5.7 6.2 41 44 4.0
(central and local) budgets, external borrowings Mozambique 45 35 4.0 29 3.9 37
and grants (including donations from international -

agencies and non-governmental organizations), Tanzania 1.6 17 38 34 37 4.0
and social (or compulsory) health insurance Sub Saharan

funds. Africa 23| 26| 26| 28| 31| 29
Source: World Health Organization (WHO)

WHOSIS133 and World Development Indicators CD- % of GDP.

ROM and UNDP Human Development Report.245

Coverage by health care (% of total health care) 2006 2007 2008 2009 2010
Percentage of total (public and private) health Zambia 73.6 714 72.8 721 735
care expenditure not financed by private .

household’s out of pocket payments (as a proxy Tanzania 7 44 84.0 8.9 864

indicator).
Source: World Health Organization WHOSIS 246

Note: Data for Malawi and Mozambique is not
available.

% of total health care.

2% http://www.ilo.org/dyn/sesame/ifpses.WriteSSDBSecHx@s

248 |bid.
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5. Environmental elements

Indicators* assessing environmental elements
of the enabling environment for sustainable
enterprises for 2005

=== Zambia == Malawi Mozambique

=== Tanzania ¥ World mean

CO2 Emissions

///// >K \\\\\\
Total
Uban ™ Ecological
Pollution ' N X/ BI¢
Footprint

Environmental
Sustainability
Index

Forest Area

* the values for the individual indicators have bhéarmonized for better

presentation. The original indicator values arduded in the chapters.
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Key findings:

A clear environmental protection policy framework
exists in Zambia, but its implementation is weak. A
main reason for this is the lack of human and fomen
resources.

Financial and fiscal incentives to attract foreign
investors have traditionally spared companies enasm
financial charges for environmental protection,
especially in the extractive industry.

Mining, a key economic activity in the country, as
extremely polluting activity, negatively affectintdpe
air, water and land.

In 2009, Zambia recorded GQevels of 0.16 metric
tons per capita. The world mean for that year was 4
metric tons per capita.



5.1.

Responsible stewardship of the environment

In the absence of appropriate regulations and the) markets can lead to
undesirable environmental outcomes. The developmwiestistainable enterprises and the
protection of the environment require sustainabtelpction and consumption patterns.

The “Environmental Sustainability Index” benchmartte ability of nations to
protect the environment over the next several desa#figher values indicate better
performance. From 2001 to 2005, Zambia improvedaiti®igs, reaching 51.1 in the latter
year, outperforming Malawi, Mozambique and Tanzafansidering “Total Ecological
Footprint”, where lower values indicate better parfance, Zambia has worsened its
performance over the period 2005-08. However, iprowed from 2007 to 2008. Its
neighbouring countries used for comparison do resfgpm any better, and Tanzania
registers the highest value of the four countrsl.2 in 2008. However, the world mean
for that year is notably worse than the values négmd by the four countries. The
“Environmental Performance Index” ranks 149 cowstrbased on 25 indicators. The
higher the score, the better the environmental opeidince of the country. Zambia
improved over the period 2007-10, reaching a le¥&l5.6 in the latter year. Mozambique
and Tanzania perform less well in this regard, anddata is available for Malawi.
Additional information on responsible stewardshigh® environment can be obtained by
considering other indicators. For example, carbaxide (CG) emissions in metric
tonnes per capita indicate that Zambia registeffu@uating, but generally declining
pattern, which may be the result of a real effgrthe country to reduce global pollution. It
should also be noted that, while Zambia reflectsegaly high rates compared to its
neighbouring countries used for comparison, they siill substantially lower than the
world mean, which is typical of developing courdrién 2009, the most recent year for
which data is available, Zambia recorded a ra@ 1% compared to the world mean of 4.7.

CO? Emissions

0.25

0.20

0.15 Zambia

~&—Malawi

0.10 .\‘____./.\-/. ~#—Mozambique

.\h—*—“‘/‘\Q Tanzania

0.05

Metric tons of CO? emitted per capita

0.00
2004 2005 2006 2007 2008 2009

Source: Carbon Dioxide Information Analysis Center, Environmental Sciences Division, Oak Ridge National Laboratory,
Tennessee, United States (World Development Indicators Online).

The large majority of the Zambian population livess agriculture, and Zambia’'s
economic growth depends on its natural resouraesparticular copper. Moreover,
Zambia's territory has a rich natural heritage luding the Victoria Falls on the border
with Zimbabwe. This is why safeguarding the envmnent is of utmost importance for the
country. Recently, the development of the potegtildrgest conservation area in the
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world has been launched in the region, spanning@h&rn African countries, including
Zambia. The objective of this initiative is to saisably manage the Kavango Zambezi
ecosystem and its cultural resources based orcbesérvation and tourism modéfs.

The supreme environmental law in Zambia is the 1P®dronmental Protection and
Pollution Control Act® It established the Environmental Council of Zambidich the
Environment Management Act No. 12 of 2011 renameel Zambia Environmental
Management Agency (ZEMA), to protect the environtmamd control pollution. Among
other functions, it identifies projects, plans goaidicies for which an environmental impact
assessment is required. It also supervises the emmitation of environmental
management plarf§’ In addition, Zambia relies on the 2007 Nationalidyoon the
Environment to guide effective natural resourcdizatiion and ensure environmental
conservation according to a sustainable developniernework. Zambia has set
environmental standards for water quality, ambiaintquality and air emissions. The
revised 2008 National Energy Policy introduced veatale energy in the country°

Unfortunately, environmental protection has notrhesnd is not being implemented
concretely in Zambia. First, particularly duringetheriods of economic downturn, the lack
of human and financial resources prevented ZEMAnffanctioning properly. Moreover,
in industrialized countries legal provisions impasgnpensation for pollution, whereas in
Zambia financial and fiscal incentives to attramefgn investors have traditionally spared
companies enormous financial charges, especialliggrextractive industry. Mining is an
extremely polluting activity, negatively affectirte air, water and land. Sulphur dioxide
(SO’ emissions pollute the atmosphere, mercury andrdikavy metals deteriorate the
quality of water, and hazardous toxic wastes make kterile and unproductie.

247 gouthern African Development Community. 201Raunch of Kavango-Zambezi Trans frontier
Conservation Area (KAZA TECA)L5 March. Accessed on 20 November 2012.

248 Development Bank of Southern Africa; Southern Adricinstitute for Environmental Assessment. 2007.
Handbook on Environmental Assessment Legislatiothen SADC RegionDevelopment Bank of Southern
Africa; SAIEA; Midrand, November. Accessed on 6 Betber 2012.

249 parliament of Zambia. 1990. Environmental Protectand Pollution Control Act. No. 12 of 1990.
Government of Zambia.; Parliament of Zambia. 20Ef@vironmental Management Act. No. 12 of 2011.
Government of Zambia.

20 7ambia Ministry of Tourism, Environment and Naiui@esources. 2011National Programme on
Sustainable Consumption and Production for ZamBiepublic of Zambia; United Nations Environment
Programme; Environmental Council of Zambia. Accessgdpril 2013.

21 Osei-Hwedie, B.Z. 1996Environmental Protection and Economic DevelopmenZambia Journal of
Social Development in Africa 11, 2. Accessed oriNbyember 2012.
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Key Indicators

Environmental Sustainability Index (ESI) 2001 2002 2005
The Environmental Sustainability Index (ESI) benchmarks the ability Zambia 39.8 495 51.1
of nations to protect the environment over the next several decades. It ;

does so by integrating 76 data sets—tracking natural resource Malawi 413 4713 493
endowments, past and present pollution levels, environmental Mozambique 44.2 51.1 448
management efforts, and the capacity of a society to improve its

environmental performance—into 21 indicators of environmental Tanzania 40.3 48.1 50.3

sustainability.

Source: Yale University's Center for Environmental Law and Policy in
collaboration with Columbia University's Center for International Earth Science
Information Network (CIESIN), and the World Economic Forum?252

The higher a country’s ESI score, the better positioned it
is to maintain favourable environmental conditions into the
future.

Total ecological footprint (EFP) (global hectares per capita) 2005 2007 2008
The Ecological Footprint (global hectares per capita) measures the Zambia 0.77 0.91 0.80
amount of biologically productive land and sea area an individual, a .

region, all of humanity, or a human activity requires to produce the Malawi 047 0.73 0.80
resources it consumes and absorb the waste it generates, and Mozambique 0.93 077 0.80
compares this measurement to how much land and sea area is

available. Tanzania 1.14 118 1.20
Source: Global Footprint Network, based on international data (UNSD, FAO, | World 269 2.70 2.70
IEA, IPCC).253

Lower value=better performance. For 2005, humanity's
total ecological footprint was estimated at 1.3 planet
Earths. In other words, humanity uses ecological services
1.3 times as fast as Earth can renew them.

Other Useful Indicators

Environmental Performance Index (EPI)

2007 | 2008 | 2009 | 2010

The 2008 Environmental Performance Index (EPI) ranks 149
countries on 25 indicators tracked across six established policy
categories: Environmental Health, Air Pollution, Water Resources,
Biodiversity and Habitat, Productive Natural Resources, and Climate
Change. The EPI identifies broadly-accepted targets for
environmental performance and measures how close each country
comes to meeting these goals.

Source: Yale University's Center for Environmental Law and Policy in

collaboration with Columbia University's Center for International Earth Science
Information Network (CIESIN), and the World Economic Forum.254

Note: Data for Malawi is not available.

Zambia 55.3 55.2 55.4 55.6
Mozambique 475 47.7 47.7 478
Tanzania 53.4 53.7 53.9 54.3

The higher the score the better the environmental
performance of the country (range of 0-100).

22 hitp://www.yale.edu/eséndhttp://sedac.ciesin.columbia.edu/es/esi/archivd.htm

253 hitp:/iwww.footprintnetwork.org/en/index.php/GENfdecological_footprint_atlas_2008

24 hitp://epi.yale.eduandhttp://epi.yale.edu/ResultsAndAnalysis
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6. Assessment results and ways forward

The final results of the overall assessment onnaibleng environment for sustainable
enterprises in Zambia based on primary and secpru#da, focus group discussions and
in-depth interviews, workshop discussions, andaaaigh literature review indicate that
there is space for improving the situation in &lihee 17 conditions.

In order to focus attention and concentrate efftatgard a deep analysis of emerging
issues, some of the 17 conditions were prioritizsd tripartite constituents at the
consultative workshop held in September 2012 inakas These areas were perceived as
those where interventions for improvement are mestled. The selected conditions are as
follows, in the priority order established by tnipge participants:

* Physical infrastructure;

»  Education, training and lifelong learning;

» Access to financial services;

e Sound and stable macroeconomic policy and good gesment of the economy;
» Enabling legal and regulatory environment;

*  Adequate social protection;

*  Social justice and social inclusion; and

»  Entrepreneurial culture.

This preliminary selection became the focus of grdiscussions and interviews that
were organized with certain relevant national dtakders in September 2012 to better
understand the constraints and possible ways fdrwarthese specific areas. The
collection of primary data also concentrated ors¢h® conditions only. The information
obtained contributed to enriching the quality af #vidence considered for the final EESE
assessment.

The preliminary findings of the overall evaluatisrere presented, discussed and
validated at a tripartite workshop held in LusakaApril 2013. There it was agreed that
efforts should be concentrated on only a few aimeasder to maximise the impact of the
proposed measures toward improvement. Emphasisitime action was hence placed on
only four of the priority conditions listed abovejth one additional area, “access to
financial services”, being considered as crossruitt

e Physical infrastructure;

e Education, training and lifelong learning;

< Enabling legal and regulatory environment; and
« Adequate social protection.

“Physical infrastructure” was selected as a toprji§i area out of the 17 EESE
conditions where improvements are needed to ob#imore conducive business
environment in Zambia. Transport infrastructuresluding roads, railways and airports,
requires immediate action in order to enable enp to operate efficiently and
effectively in the country. It was also agreed ttta& physical infrastructure supporting
ICT is in urgent need of improvement in order tocilfate firms’ access to
telecommunications. Access to clean water and gnarg two other key areas where
improvements are necessary for effective and efficbusiness operations to occur. The
proposed interventions require that adequate finhneechanisms be made available. In
addition, in order to ensure decent work, inspacttould regularly visit sites where
physical infrastructure is being built.

In the area of “Education, training and lifelongareing”, it was suggested that
employment opportunities be increased by reviewiitty/ETA, as well as the overall
education and training curricula, in order to esstirat training meets existing market
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demand, and by establishing linkages between tgiistitutions and financial service
providers. In addition, the number of secondarysthand teachers should be increased,
particularly in rural areas.

Several reforms are presently being consideredhbyGovernment in the area of
“enabling legal and regulatory environment”. It waswvever argued that some outstanding
issues are yet to be addressed. These includetdhdasdization according to national
legislation of ways to acquire land through thenf@mization of existing customary
practices, and the finalization of the labour lagwview. Furthermore, the number of
required licenses for businesses should be recaméthe tax base broadened.

Concerning “adequate social protection”, the needirtalise a social protection
policy, review existing legislation, and extend iabgrotection to the informal economy
emerged as key issues.

An action plan with specific outputs stemming frootcomes linked to priority areas
and key players for action has been drafted byatijge participants at the April 2013
workshop. The action plan will be finalized and pigal at a dissemination workshop to be
held in May 2013 in the presence of high-level poinakers. The implementation of the
action plan will address some of the main issuesrgimg from this assessment and will
contribute to the improvement of the enabling eminent for sustainable enterprises in
Zambia. Some elements of the action plan that weseussed at the tripartite workshop
held in April 2013 are presented in the table beldWwe action plan covers the period
2013-16.

Condition for Outcome Output Main actors
action
Physical infrastructure | Infrastructure Lobby government on increasing budget allocations. | ZCTU, Business Advisory Council,
network improved in | Promote PPP arrangements. Government of Zambia, Ministry of
quality and size. Rehabilitation of rural roads. Transport, Ministry of Finance and
Railway network strengthened and expanded. National Planning, donors

Lobby for review of legislation on water and energy.
Advocate for improved access to clean water.
Power generation capacity expanded.

Improve ICT infrastructure.

Education and training

Education and TEVETA curricula reviewed to meet skills demand. TEVETA, ZCTU, ZFE, Business
training opportunities | Stakeholders' monitoring of curricula Advisory Council
increased. implementation.

Expand secondary education infrastructure.
Improve teacher/pupil ratio.

Improve E-learning system.

Design user-friendly entrepreneurship guide.
Link entrepreneurship training institutions and
financial service providers.

Enabling legal and Cost of doing Reduce number of licenses. ZCTU, ZFE, ZCSMBA, NAMSC,
regulatory environment | business reduced. Broaden tax base. Ministry of Labour, private sector
Standardise land acquisition. bodies

Finalise labour law review.

Social protection

Social protection Social protection legislation reviewed. ZCTU, ILO, Business Advisory
improved. Social protection policy finalised and adopted. Council, Government of Zambia,
Include informal economy in the social protection private sector bodies
system.
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