Executive SummaryPRIVATE 

The Investor Roadmap of Zambia

1. Background

The United State Agency for International Development (USAID), in 

consultation with the Zambia Investment Centre (ZIC), the national 

investment promotion agency for the Government of the Republic of Zambia 

(GRZ), has commissioned The Services Group (TSG), an Arlington, 

Virginia‑based consulting firm, to conduct an Investor Roadmap for 

Zambia. The study is an in‑depth analysis of the steps required of an 

investor to become legally established in Zambia. This focus is 

appropriate at the current time given that Zambia, like many of its 

neighboring countries, has made great strides in recent years to 

liberalize trade and investment policies at the macroeconomic level and 

has begun to grapple with issues of public sector reform.

While overall the regulatory and administrative environment for new 

business in Zambia is better than in many African countries, it still 

falls short of what many investors have come to expect, and of what will 

facilitate high levels of foreign and local private investment.  Some of 

the impediments to private sector growth ‑ when looked at individually ‑ 

may appear to be mere annoyances rather than binding constraints.  

However, when grouped together as a whole, these constraints can become 

overwhelming and become significant deterrents to private sector 

development in Zambia. 20

2. Overview of Findings

Zambia has made significant strides since the early 1990s in privatizing 

inefficient state‑owned enterprises, liberalizing the foreign exchange 

market, and improving the service delivery of some public agencies.   

But the transition from a highly controlled market is not complete.  

Investment procedures have not been completely rationalized and 

harmonized, and some remain highly inefficient, complicated, and slow.  

The legal infrastructure remains inadequate to completely safeguard and 

facilitate business.  Investment incentives have been repealed in recent 

years, and the government's efforts to channel investment in key areas 

have not worked as well as expected.  Major portions of the economy, 

notably significant parts of the Zambian mining sector, remain in public 

hands, raising concerns about government commitment among investors and 

international donors.  Finally, the government's will to effectively 

promote the growth of a healthy and vibrant private sector is not evenly 

spread throughout the public sector and seems to be waning in the face 

of heretofore disappointing levels of investment in Zambia. 20

Few of Zambia's procedural barriers are enough to make an investor look 

elsewhere.  However, many regulations and procedures significantly 

increase the costs of conducting business in Zambia.  Given Zambia's 

problems with inadequate infrastructure, key skill deficits in the labor 

pool, inflation, limited domestic credit, and cases of corruption, these 

regulations must be addressed to make the Zambian economy competitive.  

Further, Zambia is in direct competition for a shrinking amount of 

international and regional investment capital with other African states, 

many of which are fast improving their investment climates. This is 

particularly relevant because some of Zambia's key export markets, 

including copper and cotton, are experiencing declining prices.  While 

Zambia has made much progress, opportunities for improvement exist.

Zambia' strides in recent years to improve the investment environment is 

significant. Zambia is ahead of many of its neighboring countries in 

eliminating bureaucracy, creating cross‑ministerial teams to address 

problems, and eliminating process dependencies. This is particularly 

laudable in that Zambia is emerging from one of the most centralized of 

the formally socialist African states. However, while Zambia has made 

major strides at eliminating procedural impediments and increasing 

transparency, it has not completed the transformation that so many 

governments are now addressing: the transformation from that of a 

regulator to that of a service provider.

The Investor Roadmap's [MS1]focus on procedural and regulatory barriers 

to investment and trade illustrates how various government policies and 

actions affect the international competitiveness of both local and 

foreign investors.  Specifically, the Roadmap is intended to identify 

and document problems in procedures and policies that constrain new 

foreign investment, the formalization and growth of indigenous 

investment, and the growth of existing enterprises; ultimately, it 

facilitates positive change in these areas. Procedural barriers that 

cause delays in a project's completion or require excessive amounts of 

staff time increase the cost of doing business, whether Zambian or 

foreign owned, which makes the Zambian economy less efficient overall.  

Investment procedures that lack transparency increase the risks 

associated with committing one's time and money to a project and a 

country, which is of particular concern to new investors or those that 

are planning major expansion projects.  For Zambian companies 

considering formalizing their businesses, overly complicated procedures 

create a significant deterrent to paying taxes.  Ultimately, each 

investor will make a decision to invest based on the ease of doing 

business, the cost of interacting with the government, the security of 

the investment, the input costs, and the expected profit margins of a 

particular location.  It is the goal of the Investor Roadmap to help 

Zambia identify problems and institute the changes necessary to increase 

its regional and global competitive position.

Below is a summary of findings that reflects how procedural constraints 

within the four process groups affects new foreign investment, local 

investment, and operating businesses.  Most of the constraints 

identified hinder existing businesses.20

2.1 Barriers to New Foreign Investment

Foreign investors seeking to establish an operation in Zambia will 

generally find an investor‑friendly atmosphere in Zambia. Many of the 

interactions with government that typically are problematic in Zambia's 

neighboring countries have been addressed in the past several years. 

While some of the processes are still not ideal, most investors would 

not be deterred by Red Tape. However, the issues that still remain 

outstanding represent opportunities for the Zambian Government to become 

a regional leader in private sector facilitation.

* Employers have noted problems bringing in expatriate staff. Obtaining 

expatriate work permits can be a slow process, due to bureaucratic 

inefficiency and the way government policy is implemented.  The 

Department of Immigration is reputed to lose track of application files, 

be slow to make decisions, and make assumptions about what readily 

available skills exist among the Zambian workers without sufficient 

data..  Also there is confusion in interpreting the investment law 

relating to these work permits.. This is significant in that Zambia's 

labor force is devoid of some key skill sets, especially in relation to 

new technologies and management methodologies.

* While hiring a local workforce is not a problem, particularly when it 

comes to unskilled labour, there are considerable problems especially in 

terminating employees. This creates risk for the investor in expanding a 

staff.20

Although Zambia is blessed with abundant and unclaimed land, acquiring 

title to land tends to be time consuming and complex for new investors.  

Information sharing among the local chiefs, local councils, Ministry of 

Lands and Natural Resources, and the Department of National Parks and 

Wildlife Service is generally poor, resulting in conflicting claims to 

land and confusion on the part of investors about what the proper 

procedure is to obtain land.  Finally, a variety of factors unrelated to 

the quality of an investment, including where one tries to lease land, 

how well connected one is, and what type of enterprise is being proposed 

affects the ease and speed with which title is granted.  As a result, 

receiving title to land can take several months to a period of years

* Many aspects of reporting to government in Zambia are easy and 

straightforward.  In particular, registering a company is easily and 

quickly accomplished.  The Zambia Revenue Authority has made strides to 

improve many of its interactions with investors. Depending on the type 

of business, however, sectoral and local level licensing can be time 

consuming and duplicative.[MS2]

2.2 Local Investors

As with foreign investors, in recent years it has become much easier for 

Zambian investors to formalize small business and start new companies. 

The government has made strides to assist small business people, 

particularly with the Tax Assistance Centre in the Zambian Revenue 

Authority. However, this group would benefit the most from a  government 

transformed to being focused on providing service to the private sector.

* To the extent that they hire expatriates, local investors face the 

same employment difficulties noted previously.  Terminating Zambian 

employees is also costly for local investors.

* The procedures for acquiring land is the same for local investors as 

foreign investors, but Zambians tend to have an advantage in being 

familiar with the process.

* Registering for and paying taxes has improved in ease and clarity in 

recent years, but not all mechanisms, including duty drawback schemes 

and VAT rebates function effectively.  Some investors also complain that 

the Zambia Revenue Authority (ZRA) requires companies to file excessive 

paperwork, especially in the arena of employee compensation and 

taxation.  Excessive paperwork and slow rebates disproportionately 

affect small operating businesses, which typically can afford fewer 

staff and have more serious cash flow problems.

* In general, specialized licensing procedures should be analyzed for 

opportunities for improvement by their respective regulatory agencies, 

and increased intra‑agency coordination should eliminate areas of 

procedural and administrative overlap.  A major concern for the private 

sector is that companies are required to arrange and pay for inspectors 

to visit their facilities, which can amount to a significant amount of 

time and money.  Smaller operating companies, which tend to be Zambian 

owned and lack the political connections with public officials who can 

intervene on their behalf, are particularly vulnerable to corrupt or 

unresponsive inspectors.  Smaller companies also tend to face greater 

time and financial burdens in accommodating the various inspections that 

are required to stay in business.

2.3 Existing Investors20

While strides to improve have been taken, the Zambian government's 

regulations and procedures create significant costs for existing 

investors. The profitability and competitiveness is not only important 

for the good of the Zambian economy directly, it influences the flow of 

foreign‑direct investment into the country.

* Due to Zambia's worker termination and benefit packages, which are 

generous by international standards, investors cite firing local workers 

as a costly process.  Further, following rule of law does not 

necessarily exempt a business from lengthy and costly lawsuits.  For 

small and local investors, costly severance packages and draining 

lawsuits are particularly daunting.

* Local level management and financial capacity is a serious concern for 

all investors in Zambia.  Local councils have a variety of roles in 

regulating the development of land, and their procedures are often 

cumbersome, time consuming, and invasive.  Several local committees and 

council departments, which typically meet infrequently and move slowly, 

are responsible for approving of many steps in the surveying of land, 

design of a facility, construction of buildings, and accessing utilities 

connections.  Inspections can be frequent and the developer is 

responsible for arranging and funding the inspector's trip to the 

premises.  The technical competence of inspectors and others at the 

local level is also a concern.

* Access to water, power, and telecommunications services can be 

difficult and expensive, despite recent private‑public partnerships  

Local council management of services such as water, sewerage, and 

garbage collection is typically poor.

* Existing foreign‑owned businesses generally find much of reporting to 

government relatively easy and straightforward.  As noted above, 

complying with multiple licenses and underwriting inspections represents 

a cost in time and money for operating businesses in Zambia.

* Zambia's Customs & Excise department has made great progress in recent 

years in speeding up processing times, eliminating superfluous forms, 

and attempting to work with the private sector to improve trade in 

Zambia.  Several problems remain, however, including average import 

clearing times that are still higher than regional standards, 

inconsistent enforcement of customs guidelines, and several bottlenecks 

in Zambia's transportation infrastructure.  Delays in clearing goods can 

serious complicate business planning for new and operating investors of 

any nationality.  New ventures that need to coordinate the installation 

of new machinery or the arrival of building materials can face project 

delays and cost overruns.  Existing businesses that rely on key inputs 

or new machinery face similarly costly problems.20

* Since liberalizing the foreign exchange and financial markets in 

Zambia, acquiring foreign capital and repatriating profits do not pose 

problems for investors.

3. Additional Findings

A number of issues affecting the investment environment set Zambia apart 

from other African countries in which investor roadmaps have been 

created.  The following issues, which impact the investor either 

directly or indirectly, are given particular attention throughout the 

study.

3.1 Maintaining the Course

In the last few years, Zambia has embarked upon a tremendous 

transformation process, politically, economically, and socially.  Under 

the guidance of the International Monetary Fund (IMF), macroeconomic 

reforms have torn away layers of state control and inefficiency, causing 

job losses and significant restructuring within the country's major 

industries.  Despite these changes and significant progress in many 

areas, investment  flows have been less than hoped for.  Current 

procedures need to be streamlined to raise public sector efficiency and 

lower the cost of doing business.  The government, having made 

significant strides in many areas, needs to reaffirm its commitment to 

the role of the private sector and complete the transition of making the 

public sector truly customer service oriented.

3.2 Agriculture and Tourism

Two sectors of particular interest to the Zambian government, 

agriculture and tourism, are examined in specific detail in this 

Investor Roadmap.  Both sectors offer great opportunities for investment 

in Zambia and both have accounted for growing shares of Gross Domestic 

Product (GDP) and investment capital in recent years.  At the same time, 

due to the advanced state of privatization in these sectors, continued 

investment and growth is dependent on the GRZ's ability to attract 

greenfield investment and support increasing competitiveness among 

existing businesses. 20

The agricultural and tourism sectors face many of the same procedural 

problems, such as acquiring and developing land, managing various 

national and local level inspections, and confronting an inadequate 

transportation and communications infrastructure.  Primary agricultural 

enterprises benefit more from government policies and incentives than 

tourism businesses do, however, and without policy changes the GRZ risks 

impeding the growth and development of Zambian tourism. 20

In both sectors, the government can play a positive role In the case of 

agriculture, for example, the government can support private sector 

initiatives to increase Zambian farmers' efficiency and lower production 

costs.  For tourism, the government can change policies that discourage 

visitors, offer tax rebates for the "raw materials" used in the 

industry, and ease the regulatory burden on tourism companies.  Both 

sectors can be greatly assisted by improving import clearance procedures 

and improving the country's infrastructure, including transportation, 

telecommunications, and utility services.

3.3 Emphasis on Primary Producers

The Zambian government's investment incentives, business promotion 

efforts, and immigration targets tend to favor primary producers, most 

notably agribusiness and manufacturing, at the expense of other 

enterprises.  Indeed, there are clear indications that the GRZ is 

discouraging foreign investment in services and trading.  While the 

economy will certainly benefit from more farms and factories, 

significant tax revenue and job creation can be realized by widening the 

scope of investment in Zambia.  Further, many of the businesses that the 

government is actively pursuing rely on a wide range of services that 

are currently non‑competitive, or in some cases, unavailable in Zambia.20

3.4 Legal Infrastructure

The Zambian legal system needs substantial reform to accommodate the 

needs of a modern private sector.  Currently, companies are loath to 

settle contractual and labor disputes in the Zambian court system for 

fear of being embroiled in lengthy and costly trials.  In general, the 

courts are seen to be slow, inefficient, and, especially at the lower 

levels, easily corruptible.  The lack of commercial court system, a 

small claims court, and binding arbitration mechanisms makes many 

companies feel vulnerable while doing business in Zambia.  Some public 

officials are characterized as overreaching their authority and 

overruling standard procedures when they have a personal stake in a 

dispute or contract.  Opportunities for corruption still exist in 

Zambia, further undermining the stability of the investment climate.

4.  Purpose of the Investor Roadmap Study

The Investor Roadmap study comes at a particularly opportune time for 

Zambia.  The policy and procedural recommendations that have emerged 

from the roadmap study, it is hoped, can be used to help the government 

translate its macroeconomic reforms into concrete, operational changes, 

ensuring that the means to agency goals are achieved.  Hopefully, the 

Investor Roadmap can help build on the impressive momentum made thus far 

in Zambia and, by extending policy reforms and procedural improvements 

throughout the country, improve the economic situation and wellbeing of 

the Zambian people.20

The report is intended to invite responses from the concerned agencies 

and other stakeholders in order to identify means of improving the 

overall investment climate in Zambia.  The recommendations made are not 

intended to be definitive, but suggestive, and to encourage those 

professionals involved to work together to devise concrete means of 

addressing the current problems and constraints.  While this study 

presents an exhaustive review of many of the critical issues related to 

government interface with the private sector, ultimately it is meant to 

be tool for generating change within the Government of Zambia. 20

5. Methodology and Notes

This study was conducted in May and June of 1998.  The information 

sources used in this report include interviews with numerous public 

officials at the federal and local level, dozens of businesspeople in a 

wide variety of professions, and documents, including Zambian government 

departmental guidelines and legislation, data from such sources as the 

IMF, World Bank, and U.S.‑AID, and reports from several governments' 

departments of economics and commerce.

At the time of research and writing, the Kwacha was fluctuating against 

the dollar.  For the purposes of this study, unless indicated otherwise, 

US $1 equals K1,850.  The government calculation of a "fee unit," a 

measurement meant to help index fee against inflation, is currently K180 

per fee unit.  Most fees have been calculated in both Kwacha and US 

dollars.

Figure 1 illustrates all of the Zambia public agencies that an investor 

must interact with during each of the four process groups.

Chapter 2

The Investor Roadmap

The Investor Roadmap, an in‑depth study that details the steps required 

of an investor to become legally established in Zambia, addresses the 

administrative and procedural barriers facing investment.  This focus is 

particularly useful at the current time given that Zambia, like many of 

its neighboring countries, has made great strides in recent years to 

liberalize trade and investment policies at the macroeconomic level and 

has begun to grapple with issues of public sector reform.

The U.S. Agency for International Development, in consultation with the 

Zambia Investment Centre, has commissioned The Services Group (TSG), a 

Washington DC‑based consulting firm, to conduct the Investor Roadmap for 

Zambia.

The successes of the Zambia's liberalization and privatization 

strategies have contributed significantly to the growth of inward 

investment in Zambia since 1991. Nevertheless, the policy and regulatory 

environment for private business establishment and expansion remains 

less than ideal.  Most of the reforms to date have targeted highly 

visible matters such as taxes, tariffs, and monetary and exchange rate 

policies.  The importance of these reforms should not be underestimated. 

 However, Zambia's successes in rapid privatization, lifting exchange 

controls, and stabilizing the currency have overshadowed the need for 

"second‑tier" regulatory and policy reforms.20

While overall the logistical and administrative environment for new 

business in Zambia is considerably better than in many other African 

countries, it still falls short of what many investors have come to 

expect, and of what will facilitate high levels of foreign and local 

private investment.  Some of the constraints ‑ when looked at 

individually ‑ may appear to be mere annoyances rather than binding 

constraints.  However, when grouped together as a whole, these 

constraints can deter new investment and stunt private sector 

development in the country.

The goal of the Investor Roadmap study, then, is three‑fold:

1. to develop a comprehensive investment guide, detailing step‑by‑step 

all of the licensing and regulatory requirements an investor must fulfil 

to become fully operational;

2. to identify existing bottlenecks and inefficiencies and to make 

recommendations on how best to streamline them;

3. to analyze other factors impacting the investor that result from the 

legislative environment.

The approach to the study has been developed and refined in similar 

projects conducted by The Services Group in Bolivia, Chile, the 

Dominican Republic, Ghana, Hungary, Madagascar, Malaysia, Mongolia, 

Namibia, Tanzania, South Africa, and Uganda.  The Roadmap Model is 

comprised of 13 core processes divided into 4 process groups over two 

phases of investment, start‑up and functioning. As shown in figure 1.1, 

the four process groups include:

* employment issues, including temporary and permanent residency permits 

for investors and expatriates and labor relations;

* locating issues, including purchasing land, transferring deeds, and 

developing land, environmental compliance issues, and utility hook‑ups;

* reporting to government, including business registration, acquiring 

incentives, and tax registration and reporting; and;

* operating, which includes importing, exporting, acquiring foreign 

exchange, and profit repatriation.

Table 1.2 summarizes the 13 core processes.

Since this study has been conducted with help from the Zambia Investment 

Centre, an agency geared toward attracting foreign investment, the 

Roadmap is done largely from the perspective of a foreign investor.  

Because foreign investors are required to undertake some steps not 

required of Zambian investors (e.g. immigration permits, repatriating 

profits), this study is more comprehensive than if it were just to focus 

on the local investment perspective.  Nonetheless, the Roadmap is still 

relevant to local investors who are subject to the vast majority of 

steps outlined.  In addition, particular attention is given throughout 

the study to the small‑ to medium‑sized investors (many of which are 

Zambian) who may be disparately impacted by various investment 

procedures.

The report is structured into two parts: 1) the procedural Roadmap 

itself, and; 2) a special focus on investment climate issues and trends 

in agriculture and tourism in Zambia.  The Roadmap section is broken 

into four chapters representing each process group.  Each section is 

then comprised of two components, process and analysis.

The first step of the process component is to document, in as much 

detail as possible, the various steps required of a new business to 

establish itself and begin operations, in full compliance with existing 

laws and regulations.  The licenses or approvals required, their 

application procedures, and criteria for qualifications are all 

detailed.  The fees or processing payments are noted, as are typical 

processing times for each step.  In most cases these are average 

processing times reported by the agencies for projects with no unusual 

characteristics or problems.  Actual processing times encountered by 

firms may well be significantly longer.  The Annexes to the report 

contain copies of all the principal forms required for each step at each 

agency, fee schedules, and relevant contact information.

"Process" components are followed by an "analysis" where policy and 

procedural issues are identified and discussed, with recommendations for 

streamlining made where appropriate. Recommendations are based on the 

twin objectives of simplifying application procedures for investors 

while enhancing the ability of government to properly screen key 

information.20

The report is intended to invite responses from the concerned agencies 

in order to identify means of streamlining the overall process.  The 

recommendations made are not intended to be definitive, but suggestive, 

and to encourage those professionals involved to work together to devise 

concrete means of addressing the current problems and constraints.20
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3. EMPLOYING

This chapter provides a guide to investor entry and general labor 

requirements in Zambia, including acquiring immigration permits, 

obtaining visas, and hiring expatriate and local labor.

3.1 FOREIGN INVESTOR ENTRY

All foreign investors willing to conduct business negotiations are 

required to enter Zambia under business visas and all investors willing 

to start a business in Zambia are required to have a Self‑employment 

Permit or an Entry Permit. 20

The Department of Immigration under the Ministry of Home Affairs is 

responsible for administering and controlling the entry of foreign 

nationals into, and their residence in, Zambia.  Current immigration 

policy is embodied in the Immigration and Deportation Act of 1997.  The 

required application procedures for a foreign investor to obtain a 

Business Visa, a Self‑employment Permit, and an Entry Permit, as well as 

procedures for obtaining an Employment Permit are outlined in the 

following section.

For non‑business related reasons, nationals from Denmark, Finland, 

Ireland, Norway, Netherlands, Romania, and Sweden are exempted from 

applying for visas to visit Zambia.  The nationals of the Common Market 

for Eastern and Southern Africa (COMESA), and Commonwealth member 

countries (with the exception of Cyprus, Gambia, Ghana, India, Nigeria, 

Pakistan, Papua New Guinea, Sri Lanka, and the United Kingdom) also 

don't need visas to visit Zambia.  The visa requirement for British 

nationals is a recent one, following a recent European Union 

harmonization‑related decision by the UK government to impose visa 

requirements on Zambians.

3.1.1 Procedures:  20

Obtaining a Business Visa to Conduct Business Negotiations: In order to 

explore commercial or trade possibilities in Zambia, enter into formal 

business negotiations, or conduct a feasibility study, an investor 

typically enters the country on a business visa, generally issued for 

three months.20

Investors are required to obtain their visas before travelling except 

for U.S. citizens who can obtain their visas at the entry posts..  All 

foreign nationals who apply for a business visa must apply from outside 

the country to the nearest Zambian diplomatic or consular 

representative.  All West African citizens as well as nationals from 

Cyprus, Greece, India, Lebanon, Liberia, Pakistan, Somalia, and Sri 

Lanka must obtain visas explicitly from the Chief Immigration Officer in 

Lusaka, at least one month before date of travel.  Visa applications are 

reviewed by the local mission, and visas are issued within three days.  

Required documentation includes:

* Application forms for a visa in duplicate;

* Two recent passport‑sized photographs;

* Valid passport;

* A cover letter or copy of a work permit from an authorizing sponsor or 

a prospective employer specifying in brief detail the nature of the 

intended business transactions in Zambia (for people travelling on 

business contracts, seminars, or study‑related trips);

* Visa processing fee of US $25 for single entry (valid for three 

months), US $30 for double entry (valid for six months), and US $40 for 

multiple entry (valid for six months).

If an investor needs to extend his stay beyond three months, then the 

department of immigration typically issues him a temporary permit, which 

is valid for another three months. This permit may not exceed three 

months in duration without extension and may not be extended to cover a 

period in excess of twelve months.  To apply for a temporary permit, an 

investor must fill in the application form (Form 10) and submit it to 

the nearest Immigration Officer with his application fee payment of 

K400,000 (US $216).  The renewal fee for this permit is K600,000 

(US$324), and duplicate fee is K18,000 US $10).

Obtaining a Self‑employment Permit for Setting Up a Business: An 

investor needs a Self‑employment Work Permit to establish a business in 

Zambia.  Applications are made to the Chief Immigration Officer in 

Lusaka.  If directed by the Minister of Home Affairs, the Chief 

Immigration Officer may issue an employment permit to any eligible 

person within Zambia.  Processing times range from two weeks to three 

months, although some investors have reported longer durations.  The 

Immigration and Deportation Act states that employment permits can not 

be extended beyond a total of five years.  Typically, the Chief 

Immigration Officer issues a Self‑employment Permit for an initial 

period of one year, and extends it for an additional three years for a 

total of four years. Obtaining an Investment Certificate from the Zambia 

Investment Centre facilitates issuance of self‑employment permit.  To 

obtain a Self‑employment Permit an investor must fill in the application 

form (Form 10) and attach:

* Certified copies of any educational, professional, or technical 

certificates;

* A curriculum vitae;

* A bank statement as proof of available capital;

* A true copy of Certificate of Registration of business; and

* Investment Certificate issued by the Zambia Investment Centre.

The investors are not obliged to obtain an Investment Certificate, but 

without it they are required to submit a business plan and information 

about the planned amount of investment capital in addition to the 

documents listed above.

Renewal: Work permits must be renewed as they expire.  Applications for 

renewal can be submitted to the Department of Immigration.  In general, 

employment permits are renewed only once for three years before the 

applicant is requested to consider applying for an entry permit (see 

below).  An inspection of the project is done when a request for renewal 

is received, and renewals of entry permits usually take around six 

weeks.  The application fee for renewal is K72,000 (US $39/400 Fee 

Units).

To renew a Self‑employment Permit, an investor must:

1. apply to the Immigration Headquarters in Lusaka;

2. pay the required fee;

3. collect a letter of receipt for the fee and application;

4. the investor then takes the letter of receipt to the District 

Immigration Office;

5. the District Immigration Office sends an inspection officer to the 

site of the investors business to verify the physical existence of the 

investment and the investors' compliance with labor, wage, and tax laws. 

6. the District Immigration Office writes a report based on its 

inspections.

7. The investor then takes the completed inspection report to 

Immigration Headquarters in Lusaka so that the Immigration Committee can 

review the application and make a decision about its renewal. 20

Re‑entry: An investor expecting to temporarily leave Zambia during the 

valid period of the self‑employment permit may do so until his permit 

expires.

Related Fees:

Issuance




K90,000 (US $49)

Renewal




K72,000 (US $39)

Variation by addition of a new business
K72,000 (US $39)

Duplicate




K18,000 (US $10)

Obtaining an Entry Permit: An investor holding a self‑employment permit 

for a period exceeding three years becomes eligible for an entry permit, 

which entitles the holder to enter, re‑enter and remain in Zambia, and 

engage in the occupation specified by the permit.  All applications are 

considered by the Chief Immigration Officer.  Processing times range 

from 12 to 24 months.  The Chief Immigration Officer is required by law 

to issue an entry permit if directed by the Minister of Home Affairs.  

An entry permit will no longer be valid if the holder does not enter 

Zambia within six months of the date of issue, or if he is absent from 

Zambia for a period in excess of six months without notifying the Chief 

Immigration Officer, in writing, that he proposes to return to Zambia.  

It will also no longer be valid if he is absent from Zambia in excess of 

twelve months.  To obtain an Entry Permit, an investor must:

1. Fill in the application form (Form 3) in duplicate, and have it 

attested by a Magistrate or Commissioner for Oaths before dispatch, or 

if in a foreign country, by a Zambian Consul or if there is no Zambian 

Consul, by a British Consul;

2. Attach these documents to the application:

a) Two passport photographs;

b) Certified copy of birth certificate;

c) Certified copy of marriage certificate;

d) Documentary evidence of divorce or legal separation;

e) Documentary proof of professional or other qualifications, training 

and experience;

f) Two testimonials of character from persons of standing who have known 

the applicant for some years;

g) Documentary evidence of employment offer, indicating occupation, 

employer, conditions, and salary;

h) If applicant intends to establish his or her own business, a detailed 

business plan as a separate attachment;

i) A certified copy of any certificate of citizenship.

3. Pay the application fee of K54,000 (US $29)

Once an application is approved, the applicant is required to submit a 

certificate signed by a radiologist within the preceding six months 

showing the applicant to be free from active pulmonary tuberculosis at 

the time of entry to Zambia.

3.1.2  Analysis:

20

Issues

Foreign investor entry procedures have traditionally been fairly 

reasonable in Zambia.  Most of the investors interviewed were more 

concerned about bringing in expatriate staff  than obtaining permits for 

themselves. 20

* One area of concern has been the fact that the review of applications 

is not transparent.  The investors view the existing Immigration 

Committee as a politically oriented body that makes decisions that are 

not objective and depend on the political mood of the country.  Given 

the Immigration Committee's orientation toward the security function of 

keeping undesirable people out of Zambia, investors have little faith in 

it to fairly evaluate what type of skilled expatriate labor is needed to 

operate a business.

* Another area of concern is that the Department of Immigration expects 

investors to make their investment within a three month period.  An 

investor, who feels that this duration is not enough, and applies for an 

extension, is usually issued a temporary permit valid for an additional 

three months.  A second request for extension, however, is always 

questioned by the Department of Immigration, so investors engaged in 

more complex operations may find themselves asked to leave the country 

before their exploration of the Zambian market is complete.

* Businesses engaged in trading and services complain that they are not 

viewed as investors by the Immigration Officers and rejected for that 

reason.  Immigration Officers also state that they don't tend to regard 

traders as "serious investors," and, resultantly, rarely approve their 

request for entry or work permits.  Foreign chain stores are the only 

trading businesses that are treated as foreign investors.  While 

agricultural investments and cattle raising are encouraged, trading and 

service oriented business by foreigners is discouraged by the Department 

of Immigration.

* Several investors interviewed mentioned that application files are 

routinely lost (permanently or temporarily), indicating the internal 

administrative and record keeping procedures of the Department of 

Immigration could be improved.  Also, in almost every case, an investor 

is forced to follow up on his application in order to facilitate the 

process.  This creates significant problems and costs for an investor 

who must come to Lusaka to do the follow‑up.  An interviewee indicated 

that he had to visit the District and Headquarters offices of the 

Department of Immigration for a total of 16 times to renew his 

Self‑employment Permit.  The interviewee also mentioned inspections by 

Department of Labor, ZRA, Police, Anti‑corruption Committee, and the 

Office of the President.

* An investor may not apply for a Self‑employment Permit or an Entry 

Permit at a Zambian Embassy overseas.  Rather, he has to file an 

application via mail in Lusaka.  This lack of capacity at Zambian 

embassies creates an extra cost and time delay for an investor who has 

made the decision to invest after he returns to his home country.  20

* Investors without an Investment Certificate are required to submit 

detailed business plans to evaluators who are not typically skilled in 

the evaluation of such plans  Other problems include that cash, not 

assets, is a determining factor for admittance. An investor bringing 

assets can create as many jobs by bringing in capital equipment as 

bringing in cash.20

Recommendations:

The following are some recommendations to improve the foreign investor 

entry process:

* The structure of the Immigration Committee should be reorganized in 

such a way as to have a better business‑orientation without jeopardizing 

any security‑related functions.  One possible way to achieve this may be 

including private sector representatives on the Immigration Committee, 

as this will improve the collaboration between the government and the 

private sector.

20

* The immigration process requires a clearer set of guidelines available 

to the public and the officers involved.  The Ministry of Home Affairs 

should consider a series of publications aimed at assisting the 

applicants through the various immigration procedures, including 

issuance, extension or renewal of visas and permits.  Additionally, such 

guidelines should include the definition of foreign investment, criteria 

used to evaluate applications, and restrictions as to the type of 

businesses allowed in Zambia, if any. 20

* In order to facilitate processing applications from a foreign country, 

foreign missions should develop better consular capabilities.  At the 

very least, overseas missions should start accepting applications for 

permits and transfer these to Immigration Headquarters via email or fax 

so that Lusaka may process applications while the physical documentation 

is en route from the foreign missions to Lusaka. 20

3.2. Bringing In Expatriate Labor

An Employment Permit is required before a foreigner can start work in 

Zambia.  Bringing expatriate labor into the country requires that 

investors apply for employment permits for their prospective employees.

3.2.1 Application Procedures

Obtaining Employment Permit for Bringing in Expatriate Employees  

Applications for employment permits must be submitted to the Chief 

Immigration Officer in Lusaka for consideration.  Employment permits are 

generally issued for an initial period of up to three years and extended 

for another two years, after which a fresh application has to be 

submitted to the Immigration Department for renewal.  Employment permits 

are normally granted on the condition that the investor has made an 

attempt to fill the opening with a Zambian national and no suitable 

candidates were found.  Earlier restrictions on the issuance of work 

permits have been altered by the Investment Act of 1996 (as amended), 

which provides that an investor who commits a minimum of US $250,000 or 

the equivalent in convertible currency and employs a minimum of ten 

persons is entitled to a self‑employment or resident permit and will be 

assisted by the Investment Centre in obtaining work permits for up to 

five expatriate employees.

 20

Once the application is filed, one of the four Section Officers who 

accept application packages in the Department of Immigration checks for 

the completion of all papers. Then, the Immigration Committee, which 

meets every Thursday, gets together and reviews the application.  

Chaired by the Chief Immigration Officer, the Immigration Committee 

consists of representatives from the Ministry of Labor, National Police, 

Drug Enforcement Commission, Anti‑Corruption Commission, Office of the 

President, the Immigration Secretary at the Ministry of Home Affairs, 

and the Secretary to the Committee (from Department of Immigration).  

Approvals of employment permits may take from two weeks up to three 

months.

The following documents need to be submitted for this application:

* Application form (Form 10, same form is used for Self‑employment 

permit);

* Certified copy of the applicant's highest educational status and any 

additional qualifications plus Certificates of Employment1 from previous 

employers;

* Letterhead from the prospective employer explaining steps taken to 

employ Zambian citizens to fill this vacancy;

* Application fee of K400,000 (US $216)20

Renewals:   Employment Permits must be renewed when they expire at the 

end of five years.  Applications for renewal are reviewed by the 

Department of Immigration.  Typically, work permits are renewed once for 

three years before the applicant is requested to consider applying for 

an Entry Permit.2  The fee for the renewal is K600,000 (US $324). The 

following must be presented at the time of application:

* Declaration from the employer that;20

(a) The applicant is still employed by the organization, and20

(b) There is still no suitably qualified Zambian citizen to replace him 

or her.

A complete immigration fee schedule can be found in Annex B of this 

report.

3.2.2 Analysis

Issues:

Obtaining Employment Permits for expatriate staff is the most 

problematic employment related process in Zambia, partly due to the 

government's concern about domestic unemployment.  The process is 

lengthy, non‑transparent, and risky for an investor.  The amount of time 

to get a permit depends on how strong a case the investor builds, and it 

is rarely clear what the Committee is looking for.  However, the 

government should realize that, in addition to generating jobs and 

infusing capital and equipment, most foreign companies are quite willing 

to provide training for Zambian nationals.  Further, the simple 

self‑interest of companies encourages them to limit expatriate hiring 

and seek less expensive labor available in Zambia.  Government policies 

and procedures should facilitate investors' basic needs and allow them 

greater freedom in making choices about staffing.  The following issues 

were identified as a result of the analysis of the employment permit 

procedures:

* It is unclear to the investors and many government officials whether 

or not the Investment Certificate issued by the Zambia Investment Centre 

automatically grants the right to bring in 5 expatriate employees or 

merely helps in some vague way.

* Like the Self‑employment Permit, the process of acquiring an 

Employment Permit is reported by investors to be too slow.  After a six 

to eight week wait, applications are often rejected without a clear 

explanation.  Delays are also due to files being lost.  An investor is 

compelled to make the decision to invest and is required to start the 

process operating a new venture before he knows whether he will be able 

to bring in key expatriate managers.  This situation is a source of 

considerable risk for investors.

* The methodology employed by the Department of Immigration for ensuring 

that local skills are not available lacks thoroughness and consistency. 

The decision to approve applications seems to be based on Chief 

Immigration Officer's discretion, and the Department of Immigration does 

not consult information about locally available labor from the Ministry 

of Labor or any other agency.  When the local skills are unavailable, 

there is no mechanism that ensures skill transfer.20

Ironically, the Immigration Department's tight screening of foreign 

workers for skills, motivated by a concern for improving the lot for 

Zambian workers, retards skill transfer in some instances.  Policies 

that limit the growth of companies and prohibit skilled managers who can 

offer training to local Zambian staff undermine the development of 

Zambian labor.  Several company executives noted that expansion projects 

and training programs had to be delayed or cancelled because they were 

unable to obtain permission for specialized expatriates to work in 

Zambia.  Further, as noted above, Immigration Officials concede that 

they do not rely on concrete data when deciding which professions and 

skill sets are well enough represented in Zambia, and therefore 

expatriate labor is subject to somewhat arbitrary assessments about 

their qualifications.

* The standard forms do not reflect what criteria are applied by the 

Department of Immigration for finalizing a decision.  For example, the 

renewals for employment permits are not granted automatically. This 

element of uncertainty, which makes anything beyond short‑term planning 

impossible for both the employee and the employer, must be viewed as a 

significant constraint for firms requiring workers with skills and 

experience unavailable in Zambia.

Recommendations:

The Government of Zambia should introduce mechanisms that would meet the 

basic needs of most investors.  Doing so could greatly increase an 

investor's flexibility and autonomy in making staffing and corporate 

planning decisions, help minimize the bureaucratic paperwork, and serve 

the interest of the country to encourage investment and local 

employment.  The following are some recommendations to enhance the 

employment permit application and issuance procedures:

* The law needs to be clarified in regard to if five expatriates are 

automatically guaranteed work permits after an investor has committed 

$250,000 in Zambia.

* The Government of Zambia should consider simplifying and streamlining 

the procedures for approval of permits.  For the employment permits, for 

example, the procedures for the approval should become more simple and 

transparent.  The Department of Immigration needs to improve its review 

times and find ways to be more efficient in handling and tracking files. 

 Computerization will help in this endeavor, but a renewed commitment to 

customer service and taking responsibility for case files is also 

encouraged. It is also useful to set a short time limit for processing 

the application forms.20

* Regional labor offices should create regional lists of available labor 

and this information should be made available to the Department of 

Immigration to pre‑screen candidates applying for work permits.  This 

will achieve two major goals.  First, it will eliminate the need to 

process applications where skills are obviously in abundance in the 

region, thereby lessening the burden on immigration officers in Lusaka.  

Second, it will bring consistency and speed to the process. The 

procedure for evaluating employment work permit applications would 

become transparent, thus reasons for rejection would be justified on the 

basis of available local labor.

* To increase the level of transparency and accelerate the review 

process, it is recommended that a short list of specialized skills that 

are locally unavailable be published.  For example, medical doctors, 

engineers, auditors, and production managers could be included in the 

short list and employers could be exempted from going through the long 

advertising and approval process for these positions.  In the same 

fashion, a negative list of manual occupations that are locally 

available could be established. 20

Lifting all restrictions on immigration by registered investors would 

greatly increase an investor's flexibility and autonomy in making 

staffing and corporate planning decisions.  If, however, the GRZ 

considers it necessary to retain these restrictions, they should at 

least be rationalized to achieve the policy goals they were meant to 

achieve.  Instead of limiting an investor to an arbitrary five 

expatriate employees (a high‑tech manufacturing company would likely 

require dozens of expatriates and a farm may require only one or two), 

the Department of Immigration should develop clear criteria, based on 

hard and frequently updated data, for assessing what skills are lacking 

in the Zambian workforce.  The Ministry of Labor should increase its 

collaboration with the Immigration Department to guide in this area.  

Finally, the criteria should be flexible and specific enough to 

accommodate agricultural enterprises, where field and management 

experience in a particular crop may be more important than having a 

college education, and technology oriented businesses, where having an 

advanced degree may not mean that one is qualified to manage a new 

specific technology or process.

* The Ministry of Labor and Social Security should publish clear 

guidelines explaining the rules and criteria used for assessing if a 

prospective employee is technically qualified to work in Zambia.  These 

criteria should be clear and readily available so that all investors can 

make educated staffing decisions in advance.  Information asked of 

investors should be simple, and the process should be made more 

consistent and predictable. 20

* The Ministry of Labor and Social Security should consider other 

mechanisms for providing retirement and disability benefits to workers.  

Encouraging the growth of private sector retirement and healthcare plans 

may boost efficiency and accountability in these areas and justify the 

reporting and payment burdens now faced by employers.

3.3 Local Labor

In general, hiring local labor in Zambia is perceived to be fairly easy 

by investors due to the abundance of labor in the country.  However, 

termination of employment can be problematic and is often costly.20

Labor conditions and industrial relations are governed in Zambia by the 

Industrial and Labor Relations Act, the key piece of legislation which 

provides the framework for dealing with the fundamental rights of 

employees and employers.  It contains provisions for workers' and 

employers' representative organizations, regulating provisions for 

recognition and collective agreements, settlement of collective 

disputes, strikes, and the establishment of the Industrial Relations 

Court and Tripartite Labor Consultative Council.

The Ministry of Labor and Social Security is divided into five 

departments:20

a) Labor Department,20

b) Social Security Department,20

c) Factories Department, dealing with occupational health and safety 

issues;

d) Productivity Department, with the objective of increasing 

productivity in Zambia and;20

e) Educational Occupational Assessment Service which provides aptitude 

tests and counseling services for public sector.

3.3.1 Hiring and Terminating Procedures

An investor who is looking to employ local labor may advertise the 

opening or go to one of the 20 Public Employment Service Offices in 

provincial town centers, operated by the Department of Labor.  However, 

due to abundance of labor, employers receive applications for open 

positions even before they are advertised.  If the employer decides to 

hire someone the following procedure applies:20

1) A record of oral the contract of service needs to be filed in 

duplicate.20

2) The employer and the employee each get to keep a copy.  In the case 

of a disagreement between the employer and the employee, the employee's 

words are binding if there are no records signed or kept.20

If the employer decides to terminate an employee, and;20

a) If the employee to be terminated is unionized, the employer has to 

sit and discuss the matter with the Trade Union and include a 

retrenching package.  An employer has to notify the local Labor Officer 

and give him the time frame and details of the benefits to be provided.  

b) If the employee to be terminated is not unionized, the employer 

informs, in writing, the local Labor Officer who is responsible to make 

sure that the employer observes the minimum requirements of the Labor 

Act. 20

c) If the termination is due to theft or other reasons, the employer has 

to inform, in writing, the Local Labor Officer within 4 days of firing.  

The employer has to make sure the employee understands why he is 

terminated, specifying if the cause relates to incompetence or theft.

Section 64 of the Employment Act gives both employees and employers the 

right to complain about the other party due to any legitimate reason to 

a labor officer at a Local Labor Office.  The Labor Officer may use 

collective bargaining to resolve the issue where applicable, and if it 

is not resolved at this stage he may opt to go for arbitration.  For any 

labor and industrial relations matters, the aggrieved parties can go to 

Industrial Relations Court.  They may appeal to Supreme Court, if still 

unhappy. 20

3.3.2 Working Conditions

Unions

There are 25 registered trade unions in Zambia, which operate under the 

umbrella of the Zambia Congress of Trade Unions (ZCTU).  Registered 

trade unions must act within the rules of the Industrial and Labor 

Relations Act.  For a trade union to be established, 50 or more people 

should be supporting it.  Any company with more than 25 employees is 

obliged in accordance with the Industrial and Labor Relations Act to 

sign a recognition agreement with the Union, which affects the relation 

between the employees and the employer.  These trade unions negotiate 

conditions of service for their members with employers either at company 

or industry level depending on the type of recognition agreements that 

are in place. 20

Generally, the collective agreements that are negotiated between 

management and unions apply to the unionized employees and cover such 

aspects as grading and wages, hours of work, protective clothing, leave, 

and medical benefits. The collective agreements normally cover a period 

of two years except for the "Wage Opener Clause", which may be 

negotiated annually, depending on the cost of living.  This is a recent 

measure, intended to take into account fluctuations in the level of 

inflation.

Until recently the practice in Zambia was "one union one industry."  

However, following the ratification of the International Labor 

Organization Conventions 87 and 98 on the freedom of association and the 

right to bargain there are arrangements under way to amend the 

Industrial and Labor Relations Act to accommodate these changes.  

Already some major unions such as the Mine Workers' Union of Zambia, 

Zambia National Union of Teachers, and Zambia Union of Financial 

Institutions and Allied Workers, have broken away from the umbrella 

organization (ZCTU), to form their own umbrella organizations.

Wages and Salaries

Employees in Zambia fall into two categories: the "represented" and the 

"non‑represented."  The conditions and salaries for non‑represented 

employees are normally fixed by management, while those for represented 

employees are negotiated through collective agreements.  In addition, 

the Minimum Wages and Conditions of Employment Act provides a mechanism 

for determining statutory minimum wages and other conditions of 

employment in industries where conditions of employment are not 

regulated by a free collective bargaining system.  The Act empowers the 

Minister of Labor and Social Security to determine minimum wages and 

conditions of employment to apply in these industries.  Through 

Statutory Instrument No. 119 of 1997 the minimum wage, excluding any 

amount paid in lieu of rations for general workers, cleaners, office 

orderlies or watchmen, was set at K245 (US $.13) per hour.  The minimum 

wages are K62,000 (US $34) per month for a driver, K65,000 (US $35) for 

a clerk or receptionist, and K80,000 (US $43) for a typist.  The 

Statutory Instrument No. 120 establishes the minimum monthly wage for 

shop workers in seven different grades ranging from K 55,000 (US $30) to 

K135,000 (US $73).

Fringe benefits

20

a) Pensions20

Membership in a pension scheme is a common condition of employment in 

Zambia. Contributions to the pension scheme are typically shared equally 

between employee and employer.  Most employers provide pension benefits 

for their employees through the Zambia National Provident Fund (ZNPF).  

In addition to the ZNPF, some companies have established their own 

pension schemes, such as the one managed by Madison Insurance Company.  

There is also a small selection of privately managed pension schemes in 

Zambia, one example of which is Saturnia Regna Pension Trust Fund.  The 

state‑owned insurance company, Zambia State Insurance Company, which 

manages one of the larger schemes, is in the process of being 

privatized.  3.5% of the employee's basic salary goes to the ZNP Fund, 

and the employer contributes the same amount, to a maximum of US $8.00 

per month.

b) Medical coverage and maternity benefits

Some employers provide health and medical coverage through memberships 

to private clinics to which the employer and employee contribute 

equally.  Other employers have their own company clinics and hospitals.  

The Minimum Wages and Conditions of Employment Act also obliges 

employers to grant an employee full pay should illness make the employee 

unable to work, subject to the production of a certificate from a 

registered physician.  The maximum period for which such benefits are 

given is three months at full pay, followed by another three months at 

half‑pay.  The Act also provides that female employees be paid maternity 

leave up to a maximum of 90 days provided they have worked for the 

employer for a minimum of twenty‑four months.

c) Housing

Act 15 of 1997 amended the Employment Act, thereby overturning the 

statute that used to mandate that employers either provide housing for 

employees or pay a housing allowance.  Currently, an employer may 

provide such benefits if agreed under a collective agreement registered 

under the Industrial and Labor Relations Act, a contract of employment, 

or general conditions of service to that organization.

d) Overtime20

The collective agreement covering a given sector normally stipulates the 

hours to be worked.  The normal working hours for general employees are 

not to exceed 48 hours per week.  Office hours in Zambia are typically 

from 08.00 to 17.00hrs Monday to Friday and 08.00hrs to 13.00hrs on 

Saturday.  Outside the retail sector, most companies do not open on 

Saturday.  Overtime is paid at one and a half times the normal rate for 

week days and twice the normal rate for Sundays and public holidays.

e) Paid holidays and vacations

Zambia's official public holidays are published in advance and number 

approximately 10 per annum.  The limits for the annual vacation leave 

extended to employees are not stipulated by the Industrial and Labor 

Relations Act, as these are dealt with in the specific collective 

agreements. The Statutory Instrument No. 171 states that the employers 

shall grant leave of absence on full pay at the rate of two days per 

each month worked.  As in many other countries in Southern Africa, 

industrial establishments in Zambia commonly close prior to Christmas, 

and reopen only after the first week in January.  This period is 

referred to as the "industry break". 20

f) Sick leave

An employee is granted paid sick leave at full pay during the first 

three months, and half pay for the next three months, given that he 

holds a medical certificate from a registered medical practitioner or 

medical institution designated by the employer.  If the employee has not 

recovered at the end of six months, the employer may discharge the 

employee on the recommendation of a registered medical practitioner or 

medical institution designated by the employer.  A female employee is 

granted leave of absence to enable her to nurse a sick child that has 

been hospitalized, and these days are not deducted from her accrued 

leave days.20

g) Special leave and funeral assistance20

The Minimum Wages and Conditions of Employment Act obliges employers to 

grant an employee seven days of paid leave on the death of a spouse, 

child, mother or father.  In the event of the death of an employee, 

spouse, or registered child, the employer is also obliged to provide 

funeral assistance in the form of a funeral grant consisting of a 

standard coffin, K50,000 (US $27) cash, and  one 50kg bag of mealie 

meal.

h) Transportation allowance

Unless the employer provides transport to an employee whose duty station 

is beyond three‑kilometre radius from his area of residence, he is 

obliged to pay a monthly allowance of K10,000 (US $5) for transport 

expenses.

i) Lunch allowance

An employee is entitled to lunch allowance of K10,000 (US $5) per month 

unless the employer provides a canteen at which the employee may obtain 

"wholesome and adequate meals" provided free of charge.

j) Redundancy benefits

The Minimum Wages and Conditions of Employment Act requires employers to 

pay at least one months' notice and redundancy benefits of not less than 

two months' basic pay for each completed year of service, in the event 

of declaring an employee redundant.

Employers' organizations

The umbrella organization for employers is the Zambia Federation of 

Employers (ZFE). This organization articulates the interests of 

employers, and is represented at the Tripartite Labor Consultative 

Council, which also includes representatives of government through the 

Ministry of Labor and Social Security, and the unions through the Zambia 

Congress of Trade Unions.  Normally the three parties consult among 

themselves before major changes are made to employment legislation.20

Industrial relations

Strikes, except in the case of the essential services sectors such 

hospitals, fire services, electricity, and water and sewerage utilities 

are legal provided the procedures laid down in the Industrial and Labor 

Relations Act (Act No. 27 of 1993) have been followed.  The right to 

strike is provided for under the same Act.20

Profit sharing

Some profit sharing schemes are in operation in Zambia, varying from 

business to business.  In addition, several local firms have introduced 

share participation schemes for their workers, usually at the management 

level.  In December it is also common for companies to pay a Christmas 

Bonus, normally equivalent to a month's salary, to all levels of 

employees.  Recently there has been a move in some companies to 

introduce performance‑related bonuses, an endeavor that marks a 

significant departure from the parastatal‑dominated approach of previous 

years when bonus levels were more often related to length of service or 

hierarchical position.

Social security 20

The ZNPF is due to transform itself into the National Pensions Scheme, 

although the timing for this transformation is still not known.  The 

National Pensions Scheme Bill, No. 40 of 1996, has been approved by both 

the Parliament and the President.  It is now awaiting the issuance of a 

Statutory Instrument by the Minister of Labor and Social Security.  The 

new scheme will cover all employees.  The scheme will be a 

defined‑benefit scheme (although the benefit is not defined in the Act). 

The contribution rate for employers and employees is not yet known, and 

will not be determined until an actuarial study has been conducted.  

Employers are also obliged by the Workmen's Compensation Act to make 

contributions for those of their employees who are likely to be exposed 

to accidents or occupational diseases.

Equal opportunities

Zambian law and practice does not allow discrimination on account of 

race, tribe, place of origin, political opinion, color, creed or sex.  

Act No 4 of 1991 essentially deleted all provisions relating to women 

from the principal Act.  This means that as from its effective date 

women may be employed on night work, and work underground in mines, 

without any restriction.20

Foreign personnel

Since it is government policy to provide gainful employment for all 

nationals, in general terms no reliance on foreign workers is sought 

except in areas where skills are scarce.  There are no predetermined 

restrictions on the number of foreign employees who may be employed by a 

single employer.  However, businesses are expected to localize 

employment as quickly as possible.  20

3.3.3 Analysis

Issues

* Historically, most employers in Zambia paid a large number of 

allowances (including meals, transport, housing, laundry, water, 

electricity, uniforms, holiday travel, and children's education 

allowances, among others) on top of the base salary.  As allowances were 

either not taxed or taxed at a lower rate than basic salary, this 

practice was widespread among the employers.  In the last few years, 

however, the tax regulations have been changed.  Virtually all 

allowances are now taxable, generally at the same rate as salary.  

Current practice is therefore moving toward the consolidation of 

allowances into the salary.  One problem, which has arisen from the 

consolidation of allowances into basic salary, is that the value of 

terminal benefits that the companies are required to pay to the 

retrenched employees has substantially increased.  The high cost of 

terminating an employee, generous severance payments, and high number of 

annual leave days specified in the Labor Act is considered excessively 

rigid and costly by investors.  Also, many companies are critical of the 

Zambian Provident Fund and Workmen's Compensation Fund because they 

represent additional financial and administrative burdens and, based on 

inflation and the funds' administration, are of dubious benefit to 

workers.

* Some companies complain that the system for setting wages, which 

relies on the existence of sectional unions and business associations, 

is not responsive enough to small and hard to classify companies.  

Especially in the tourism sector, some companies find their employees 

covered by more than one union and employment agreement.  In such 

instances, Zambian labor and commercial laws provide no effective 

recourse for the company to clarify its status, leaving it open to 

competing demands by different unions.  Companies within a given sector 

are bound by agreements negotiated by business associations, whether or 

not they are members.  Thus, some companies feel compelled to join a 

business association that may be unresponsive to their needs or badly 

managed for fear of lacking input in crucial in wage and benefit 

negotiations. 20

* The legal system in general needs strengthening in Zambia, but one 

particular concern among investors is the slow pace and, at the lower 

levels, potential for corruption of the Zambian courts.  Investors 

report that following the Ministry of Labour's regulations regarding the 

termination of employees does not necessarily protect a business from 

lengthy and costly law suits.  While the Ministry's regulations are 

clear, there is no quick and easy way to dismiss suits that lack merit, 

and investors routinely either settle with a worker, whether or not the 

employee was fired with cause, or opt to finance a long and costly 

defense in a generally unsympathetic court.  20

* The Ministry of Labor does not have a system to document and track the 

available labor in Zambia.  There is a need for a computerized database 

that will serve this purpose.20

* Recognizing the need for trained manpower, the Government of Zambia 

encourages industry and commerce to invest in training.  However, 

investors feel that the courses offered through the Department of 

Technical Education and Vocational Training are not necessarily aimed at 

the needs of their respective industry.20

* Many of the investors are not aware of the details of the labor laws 

in the country, such as the requirement for an employer to provide a 

terminated employee with a Certificate of Service.  This suggests the 

lack of correlation between the Department of Labor and the Zambia 

Investment Centre in terms of information sharing. 20

Recommendations:

* The Department of Labor should consider reviewing the termination 

benefits  (which are based on the base salaries) that an employee 

receives.  The private sector's tendency to combine benefits with base 

salaries increase due to tax reasons.   As a result of increased base 

salaries, the investors experience significant costs when they terminate 

someone.

* The Ministry of Labor and Social Security should consider establishing 

a database for locally available labor.  This will serve two major 

purposes.  First, it will help the government to monitor what skills are 

available or not locally.  Second, it will identify the type of areas 

requiring skills that Zambia is lacking, so courses in those areas could 

be offered by the Department of Technical Education and Vocational 

Training.20

* Transferring skills is often done best through market mechanisms, 

where the most in‑demand skills are practically taught by practitioners 

to workers who can use the skills right away.  If the GRZ is concerned 

about developing a more highly skilled workforce, it should adopt 

policies to encourage private companies to invest in training its local 

staff.  Some such policies include easing employment and visa 

requirements for expatriate managers, easing the importation and 

operation of new technology, tax reductions or exemptions for the 

importation of educational materials or teaching technologies, tax 

credits for companies that offer approved training courses or stipends, 

public‑private collaboration in designing professional certification 

schemes and publicly funded vocational and continuing education courses, 

individual tax credits for individuals who volunteer to teach 

accredited, public training courses.

* The Zambian court system needs to effectively process cases in a 

timely fashion.  Further, there should be mechanism, perhaps akin to a 

grand jury system, that can determine whether or not tort cases should 

proceed given the merits of a claim.  Adding binding arbitration, small 

claims courts, and a commercial court will also increase the system's 

responsiveness to the needs of the public.

* The co‑operation between the Zambia Investment Centre and the 

Department of Labor should be strengthened to create more awareness of 

labor related issues on the investors' side.   20
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4. LOCATING

This chapter focuses on the various aspects of site development in 

Zambia, including land acquisition, building permits, factory layout, 

and utility hook‑ups.  Site location is the most logistically 

complicated process for the investor, given the wide array of potential 

players.  Land may be leased either from individuals or from any of the 

many levels of government that possess land assets.  Similarly, building 

permits and utility hook‑ups, particularly water and sewer, are obtained 

at the local level, with each locality requiring slightly different 

procedures, and having various processing times.

With this in mind, it would be impossible to list, in detail, all the 

potential variations in application procedures.  Instead, this chapter 

provides an overview of typical locating procedures and the range of 

processing times and costs a representative investor would be likely to 

encounter.

4.1 ACQUISITION OF LAND

All land in Zambia is vested in the President and is held by him in 

perpetuity for and on behalf of the people of Zambia.  This authority is 

exercised by the Commissioner of Lands on behalf of the President.  The 

Lands Commissioner may make an offer for any land of size equal to 250 

hectares or smaller; for areas larger than 250 hectares he needs to 

write a no‑objection letter, which must be then endorsed by the Minister 

of Lands.20

Restrictions on Land:

A non‑Zambian can be alienated land by the President if:20

a) he is a permanent resident in the Republic of Zambia;20

b) he is an investor within the meaning of the Investment Act or any 

other law relating to the promotion of investment in Zambia; or

c) he has obtained the President's consent in writing.20

A foreign company may have access to land in Zambia if;

a) it is registered under the Companies Act as a company and less than 

twenty‑five per cent of the issued shares are owned by non‑Zambians, 20

b) it is a co‑operative society registered under the Co‑operative 

Societies Act and less than twenty‑five per cent of the members are 

non‑Zambians,

c) it is a statutory corporation created by an Act of Parliament;20

d) it is a Commercial Bank registered under the Companies Act and the 

Banking and Financial Services Act,

e) it is granted a concession or right under the National Parks and 

Wildlife Act.

Local citizens have free access to all the land in Zambia, however a 

person may not sell, transfer or assign any land without the consent of 

the President.  If the consent is not granted within forty‑five days of 

filing the application, the consent is deemed to have been granted.  If 

the President refuses to grant consent within thirty days, he has to 

give reasons for the refusal.  A person aggrieved with the decision of 

the President to refuse consent may within thirty days of such refusal 

appeal to the Lands Tribunal for redress.20

There are two types of tenure in Zambia, namely leasehold and customary 

tenure.  There is no freehold system.  The leasehold tenure runs for 99 

years and is renewable for a further period of 99 years.  Land situated 

in a customary area can be converted to leasehold tenure.  Standard 

lease forms are used for leases of 99 years for surveyed land and 14 

years for non‑surveyed land, during which it can be surveyed.  Once the 

surveying is complete, the 14‑year lease is converted into a 99‑year 

lease starting the first day of the 14‑year lease.

The zoning of land for commercial, industrial, or residential purposes 

as well as open spaces and parks is decided by the Planning Departments 

of Local Authorities.  Zoning plans are kept with the Ministry of Lands. 

 Agricultural land is surveyed by the Land Use Department of the 

Ministry of Agriculture.  Land suitable for game parks and national 

parks is surveyed by the Natural Parks and Wildlife Department of the 

Ministry of Tourism.  An investor interested in mining has to apply to 

the Ministry of Mines and Minerals Development for land related issues.

4.1.1 PROCEDURES FOR ACQUIRING LAND:

Investors are faced with four categories of land to choose from when 

securing land for development in Zambia ‑ private land, customary land, 

state land, and parastatal landholdings are all potentially available 

for development.  If the investor is purchases a piece of land that is 

owned by an individual, the investor must apply for a transfer of 

ownership of lease.  If the investor is interested in a piece of land 

held under customary tenure, he needs to convert it to leasehold tenure 

through a lease granted by the President.  The procedure for acquiring 

state land is the same as the procedure for acquiring customary land 

except there are no chiefs from whom to get consent, and the process 

starts directly with the relevant authority.  The privatization process, 

which is nearing its conclusion in Zambia, is governed by special 

legislation and procedures and can be rather different than the usual 

processes for acquiring land.  Often, receiving a lease is part of the 

overall privatization tender process and an investor will not have to 

follow the procedures required of investors who are starting greenfield 

projects. Thus, for the purposes of this study the acquisition of land 

from parastatal companies will be excluded.

Figure 4.1 illustrates the process and time sequence for acquiring land.

Figure 4.1:  ACQUISITION OF LAND
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Note: 
Due to processes such as demarcation, plot numbering, and 

surveying this process may stretch up to a total of 1 year or more.20

The typical application procedure and land allocation process for 

customary land is as follows:

1) The investor approaches to the local chief of the area of interest 

with a request for land.  The investor submits a land sketch to the 

chief.

2) If he or she agrees with the investment proposal, the chief then 

gives written consent (an approval letter) that describes some specifics 

of the offered land.

3) The investor indicates interest in the land by submitting a formal 

letter of intent to the local authority (City Council, Municipal 

Council, Township Council or District Council).

4) The Department of City Planning of the local authority identifies the 

plot requested by the investor and checks to see if the site is already 

in private ownership or not.20

5) If the land is not under private ownership, the Department of City 

Planning checks if the local authority has demarcated the plot.  If it 

has not been demarcated, a site  (layout) plan needs to be prepared by 

the local authority.

6) The Department of City Planning of the local authority prepares the 

site plans and creates plots in accordance with the provisions of the 

Local Development Plan.

7) The plots so created are reported to the Plans, Works and Development 

Committee (PWD) for review, which in turn reports its recommendations to 

the Full Council. 20

8) The Full Council normally meets once every month, and discusses the 

recommendation of PWD on the created plots.  20

9) If approved, the plots (layout plans) are then forwarded to the 

Commissioner of Lands for numbering.

10) The numbered plots are then submitted to the local authority to 

commence the land alienation process.  The investor's application for 

the numbered plots is considered by the individual departments of the 

local authority, the PWD Committee, and the Full Council.  If the local 

authority gives a negative recommendation to the Lands Department based 

on a legitimate reason, the investor has to look for another plot.

11) After the plot is recommended to the Lands Department, the Registrar 

of Lands verifies that no other party owns the land.  If after the 

review of the application the Lands Department does not agree with the 

recommendation of the Local Authority and finds that another party 

already has title to the land in question, the investor has to look for 

another plot.

12) If the Lands Department approves the local authority's 

recommendation for allocation, it checks the land for surveying.  If the 

plot has not been surveyed, the Lands Department requests the land to be 

surveyed.

13) The survey can be carried out by the Surveyor‑General or a private 

land surveyor licensed by the Surveyor‑General. 20

14) If the survey is completed by a land surveyor, he must submit a plan 

approved by the Commissioner of Lands showing the boundaries of the 

parcel or a plan approved by the appropriate town planning authority in 

the case of land subject to provisions of Town and Country Planning Act. 

15) After the survey is filed by the Surveyor‑General, the Lands 

Department makes a provisional offer of a lease valid for 99 years with 

the condition that planning permission must be obtained.  An offer 

letter, which indicates the requirements for land use and project type, 

is given to the investor.20

16) A copy of the offer is sent to the Legal Department of the local 

authority, which in turn sends a memorandum to the departments of 

engineering, health, finance, and housing indicating that the plot is 

formally allocated.20

17) The investor pays the relevant administrative fees, and signs the 

lease agreement with the Commissioner of Lands who affixes a seal and 

countersigns the document.

18) The investor then applies to register with the Lands and Deeds 

Registrar to receive the Certificate of Title, and also pays ground 

rent, and water and sewerage deposits. 20

19) Upon receiving an application for issue of a Certificate of Title, 

the Lands and Deeds Registrar advertises the application in the Gazette 

and at least one of the newspapers published in Zambia or approved by 

the Minister of Lands, and appoints a time within which any objection to 

the issue of the Certificate of Title may be lodged with the Lands and 

Deeds Registrar.

20) If there are no objections, the Certificate of Title is issued.  If 

there are objections then those are referred to the High Court for a 

decision that will be carried by the Registrar.  20

Typically, the duration between submission of the offer letter to the 

Lands and Deeds Registrar and obtaining the land title ranges from 1 to 

2 months, but it can be much longer if there is a need for surveying. 

There is no established time frame for the Surveyor‑General to sign off 

the diagrams, and it may take from 6 to 9 months if done by 

Surveyor‑General.  Surveying is reported to take 3 to 4 weeks if by 

private surveyors.  The minimum amount of time to acquire land is 

reported to be 6 to 7 months, and said to take up to 2 years if an 

investor does not regularly follow‑up with various officials.20

The annual ground rent prices are set by the Ministry of Lands under 

Ministry of Finance's directions, and they are non‑negotiable. The 

ground rent charged to investors for agricultural land located outside a 

20 km radius of Lusaka, Ndola, and Kitwe, is as follows:

SIZE

GROUND RENT*

UP TO 1.0 HA

K 20,000

1‑100 ha

K 20,000 + 250/ha

100‑250 ha

K 44,750 + 500/ha

Above 250 ha

K 119,750 + 1,000/ha

          *At the time of writing, US $1 3D 1,850 Kwacha.

The ground rent charged to investors for agricultural land located 

inside a 20 km radius of Lusaka, Ndola, and Kitwe, is as follows:

SIZE

GROUND RENT*

UP TO 1.0 HA

K 30,000

1‑50 ha

K 30,000 + 5,000/ha

50‑100 ha

K 275,000 + 4,000/ha

100‑250 ha

K 475,000 + 2,000/ha

Above 250 ha

K 775,000 + 1,500/ha

          *At the time of writing, US $1 3D 1,850 Kwacha.

The ground rent payable for non‑agricultural land depends on the 

land‑use.  In general commercial usage rates are higher than the 

residential, industrial, and other usage rates. In Northern, North West, 

Southern, Central, Western and Eastern Provinces, the residential, 

commercial, industrial and other usage rates are K15,000, K20,000, 

K15,000 and K15,000, respectively.  In Copperbelt and Lusaka Provinces 

the rates range as follows:

RESIDENTIAL

COMMERCIAL

INDUSTRIAL

OTHER

Copperbelt

K15,000 ‑ 40,000

K40,000 ‑ 75,000

K15,000 ‑ 75,000

K15,000 ‑ 30,000

Lusaka

K15,000 ‑ 50,000

K20,000 ‑ 100,000

K15,000 ‑ 100,000

K15,000 ‑ 30,000

Note: At the time of writing, US $1 3D 1,850 Kwacha.

Acquiring Land for a Lodge or Rural Tourist Enterprises:

Acquiring rural land for tourism development involves a couple steps not 

required of other investors.  After the investor decides on a site to 

establish a lodge, he or she has to follow these steps:

1) The investor gets the Chief's consent as indicated by a letter of 

consent;

2) The investor then applies to the local authority with a letter of 

consent from Chief.  The investor also has to submit a project proposal, 

and building drawings. 20

3) After receiving the project's approval by the local authority, the 

investor files an application with the National Parks and Wildlife 

Service (NPWS) by writing a letter describing the project and the land 

to be leased (there are no application forms for this step).  The 

investor will also submit a project proposal, list of shareholders, and 

information about his or her business experience. 20

4) The National Parks and Wildlife Service, after approval, issues a 

no‑objection letter. 20

5) The investor then applies to the Investment Centre to obtain an 

Investment Certificate.  To do so, an investor will follow the normal 

procedures associated with obtaining an Investment Certificate.

6) The next step is to submit the drawings to Environmental Council for 

an Environmental Impact Assessment and obtain an approval. 20

7) Upon receipt of Investment Certificate, the investor applies to 

Zambia Tourist Board to obtain a "Tourist Enterprise Operating License." 

20

8) The investor then goes to the Lands Commissioner to obtain a 

Certificate of Title for a 14‑year lease.  After 2 or 3 years that is 

changed that to a 99‑year lease. 20

9) Exactly 5 hectares of land (no more or no less) is given for the 

purpose of building a lodge.20

10) After the completion of the lodge construction, the investor is 

required to obtain authorization from the Director of NPWS to operate.  

This authorization is issued within 1 to 2 days. 20

11) The National Hotels Board performs an inspection on the premises and 

informs the Permanent Secretary of the Ministry of Tourism of their 

approval. 20

12) Only after the approval of the Permanent Secretary is the lodge is 

legally operational.20

Any areas suitable for "consumptive tourism," including hunting areas 

and game management areas are advertised by the Zambia National Tourist 

Board on behalf of the Ministry of Tourism, and investors bid for this 

advertised land.  A Technical Committee evaluates the bids, and gives a 

recommendation on which the Permanent Secretary of Ministry of Tourism 

bases his decision.  Concession fees are paid to NPWS.

Existing government owned and managed lodges are currently being 

advertised by the Zambia Privatisation Agency (ZPA) and bid for by 

interested investors.  The evaluation of bids is also done by ZPA.

4.1.2 Re‑zoning

Any requests for rezoning, regardless of land ownership, must be 

submitted to the Planning Department of the local authority.  Typically, 

the following steps are involved:

1) The applicant must submit a rezoning application, a statement of 

motivation, and a processing fee. 20

2) The rezoning request is advertised, at a cost to the investor, for 28 

days for public comment. 20

3) If there is an objection expressed at a public inquiry, the Minister 

of Lands must then appoint an investigation panel with relevant 

expertise.  This panel will give the Minister a recommendation about the 

final decision. 20

4) The public can appeal to any favorable decisions by the Minister of 

Lands at the High Court. 20

5) If there are no objections by the public, the application for 

rezoning is reviewed by the local council's Plans, Works and Development 

Committee (PWD) first and then by the Full Council. 20

6) After approvals of both the PWD and the Full Council, the request is 

then passed to the Minister of Lands who renders the final decision. 20

7) After obtaining approval for rezoning his or her land, the investor 

pays a fee of K11,000 to register a Deed of Rectification at the Lands 

and Deeds Registrar.

The average rezoning decision can take two to four months to finalize.   

4.1.3 Analysis of Land Acquisition

Issues

Obtaining land is one the most significant constraints faced by new 

businesses in Zambia.  Reports of delays in obtaining land ranged from 

three months to three years, and a few Zambians noted that they had 

waited five to six years without even receiving a title.20

* An area of concern is the lack of coordination between the chiefs and 

the local authorities. Currently, chiefs nominally control about 96% of 

the land in Zambia.  The local authorities do not provide the chiefs 

with information about the planning for the region, so in some cases 

chiefs grant land to an investor that is already allocated for another 

use.20

* Also, there is a very loose link between the local authorities and the 

Ministry of Lands.  Typically, the Ministry of Lands encourages 

investors to contact local chiefs and councils before coming to them.  

At the same time, the Ministry has the authority to grant land without 

input from local authorities and the Ministry often fails to inform the 

local authority of its decisions. Thus, the same piece of land may be 

granted to different investors by several different authorities.

* Surveying land can be unusually time‑consuming.  As there is no time 

frame set by law for the Surveyor‑General in the Ministry of Lands, 

serious delays are caused by these entities.

* There is very little information available on public land holdings and 

planned usage. No land other than what has been applied for and urban 

land has been surveyed in Zambia.  This lack of information about what 

is available in the country makes it difficult to obtain land in the 

rural areas of the country.20

* The fact that there are so many local council committees reviewing an 

application within every local authority increases delays and adds to 

the hardship faced by local and foreign investors in Zambia.  Further, 

in many areas the technical expertise of the elected officials and some 

of the local council staff is questionable.20

* Officially, infrastructure services like water and sewerage are the 

responsibility of local authorities in Zambia.  In practice, however, 

many local councils are unable or unwilling to provide such services.  

The Commissioner of Lands does not seem to be aware of which parcels of 

land are serviced and assumes that most land is supplied with access to 

infrastructure services.  Thus, investors may receive inaccurate 

information about their land from the Commissioner of Lands and need to 

invest more than planned to purchase functioning hook‑ups to water, 

electricity, and sewerage.

* Land speculation is a growing problem in Zambia.  Some investors 

report that local authorities were either purchasing choice land for 

themselves or misleading potential investors by telling them that 

certain plots of desirable land were already allocated.  The complexity, 

lack of transparency in the system, and the lack of coordination among 

chiefs, local councils, the Ministry of Lands, and the NPWS create 

inefficiency and many opportunities for corruption.

* Delays in obtaining land from the government are excessive and reflect 

the fact that land in Zambia historically has had no or very little 

market value.  If land has no value, then there is little incentive to 

make attractive sites available to more productive users.  Because of 

the difficulty of the process and the assumption that land has no value, 

those who are willing to pay bribes or have personal connections are 

often best able to obtain prime land.20

Recommendations

The issues cited above require an overall change in government land 

allocation procedures.

* Given the chiefs' role in approving leases, it is vital that they be 

included in and informed of the regional development plans promulgated 

by local and federal authorities.  Similarly, the Ministry of Lands 

should inform chiefs of any land that they allocate. 20

* The GRZ needs to clarify who has superior rights to allocate land.  

Given its recent steps toward decentralization, it would be beneficial 

for the local councils to have increasing control over local land.  

Thus, the Ministry of Lands should consult with the relevant local 

authorities before any land is allocated.  This would provide the local 

council with a complete record of all the land under its jurisdiction, 

increase responsiveness to local needs, and eliminate problems such as 

double land allocation.

* Decentralization of the land surveying process and a reduction in the 

overall number of steps in the process would reduce delays and eliminate 

bureaucratic bottlenecks.  Increasing the use of approved land surveyors 

should speed up the process.  It is recommended that local authorities 

be allowed to approve surveys as long as they remain within guidelines 

established by the Ministry of Lands.   This will facilitate the 

approval of surveying diagrams in a much faster manner, and avoid the 

backlogging of applications at the Surveyor‑General.  Additionally, the 

Surveyor‑General should establish clear guidelines and timetables for 

reviewing and conducting surveys.

* It is recommended that the Ministry of Lands should consider creating 

a land data bank of commercial and industrial zoned land to facilitate 

identifying and purchasing land.  This data bank could be operated 

jointly by the Lands Commission and the local authorities and could 

start on a pilot basis for one or two areas and eventually expand.  As 

the land cataloguing exercise makes progress, a centralized database of 

government land should be made available to investment promotion 

specialists.  A procedural guide to obtaining land should be published 

for investors wishing to pursue government land.  If the service is of 

sufficient value, the Ministry of Lands should charge processing and 

search fees that accurately reflect associated costs and keep up with 

inflation.  20

* The involvement of local authorities is a key problem in the process 

of acquiring land.  In general, the local councils seem unwieldy with 

too many overlapping yet weak committees and departments, more elected 

members than required to effectively manage institutions of their size, 

and slow response rates.  Specifically, the Full Council should not be 

required to deliberate about and approve all of the many site 

development applications.  The Full Council should focus more on the 

development and implementation of regional development policies.  The 

individual departments within the local authorities should be 

coordinated and time limits should be set for their review of 

applications and preparation of reports.  The Plans, Works and 

Development Committees should be formed of technically knowledgeable 

people whose decisions should be binding.  Given the master plan for 

development of the region and clear health, fire, and building codes, 

the PWD committees should be able to grant or refuse permits or access 

to land based solely on technical criteria and without the redundant, 

and frequently ill‑informed, approval of the Full Committee.   20

* Local councils typically lack the capacity to provide public 

infrastructure services, such as waste water management and garbage 

collection.  To address this lack of capacity, federal and local 

officials should pursue privatizing state run utilities and administer 

performance contracts with private service providers.  Relatedly, the 

Ministry of Lands should be realistic in their conversations with 

investors about the state of access to infrastructure services in rural 

areas.20

* The Government of Zambia should safeguard vital public interests 

through strengthening its legal and institutional framework.  The 

increasing problem of land speculation can be addressed in part by 

introducing protective penalties into the relevant land laws and model 

contracts.  Although existing legislation mandates a time limit within 

which a developer must begin construction, the threshold for what 

qualifies as development is too low and enforcement too weak to deter 

speculation.  The definition of what is developed land should be changed 

to screen out disingenuous developers and the timeframe established 

should reflect the size and complexity of a project.  Enforcement 

mechanisms should be strengthened.  The current system of allocating and 

pricing land is economically and administratively inefficient for both 

interested investors and executing agencies.  Instituting 

market‑oriented pricing and sales mechanisms, such as public auctions 

for land, can rectify this problem.  The Government might also consider 

introducing fiscal instruments, such as "best possible use" property 

taxes to discourage land speculation while increasing local tax revenue. 

4.2 TRANSFER OF LAND

The procedures for transfer of land in Zambia are fairly simple and do 

not take a considerable amount of time.  The deeds transfer process is 

the same whether the land is purchased from private or public sources.20

No land in Zambia other than what has been applied for has been 

surveyed, beaconed, and assigned plot numbers.  The role of the Lands 

and Deeds Registrar within the Ministry of Lands in the transfer process 

is three‑fold:20

(1) to guarantee the identification (plot number, size, and location) of 

a specified plot of land,20

(2) to guarantee the title deed; and20

(3) to maintain a registry of deed holdings. 20

4.2.1
Process

In order to transfer a lease, the following procedure must be followed:

1. The current leaseholder has to apply to the Commissioner of Lands for 

status consent by filling out and submitting an application form (Form 1 

under Regulation 3 (a)). The same form is used for obtaining consent to 

assign, sublease, mortgage, charge part with possession, sell, transfer, 

or subdivide any non‑agricultural land.

2. An application fee of K60,000 (US $32) has to be paid.

3. When the consent is granted the investor then goes to the Zambia 

Revenue Authority and pays transfer taxes.

4. The investor then pays the necessary fees at the Lands and Deeds 

Registrar.  (See Appendix B for fees.)

5. If the transfer is to:

a) an individual, the individual's National Registration Card number is 

necessary.

b) a foreigner, his Entry Permit number is required.

c) a business, the Zambian Certificate of Incorporation and Investment 

License are required.  If the applicant has no Investment Certificate 

then he or she must submit a list of shareholders, at least two of which 

should be Zambians; otherwise the company must be 75% Zambian owned to 

acquire land through transfer. 20

6. At the time of the transfer, annual ground rent for the land must 

have been paid so that the transaction can take place.

7. The following must be submitted to the Deeds Office for registration 

by the buyer:

* Deed of Transfer (Form 6 of Lands and Deeds Registry Act)

* Title (from the seller)

* Sketch plan or diagram of buildings and land

* Other documentation depending on the terms of sale (guarantees, 

resolutions, etc.)

* Fee for preparation and issuance of a Certificate of Title, K 20,000 

(US $11)

* Fee for registration of a Certificate of Title, K 6,000 (US $3)

All documents submitted to the Registrar should be accompanied by the 

"Immovable Property Transaction Form" filled in duplicate.  When a 

document is presented for registration, the original and a copy should 

be handed to the Registrar.  The original is returned to the individual 

and the copy is kept by the Registrar for records.

The average time required for the complete transfer process ‑ including 

approvals, the drafting of the deed, and registration with the Deeds' 

Office ‑ is approximately a week to ten days.

The fees for registration of a document in the Lands Register or the 

Common Leasehold Register are grouped into four categories.  The first 

category covers documents relating to state leases, assignments, 

transfers, subleases for the whole term except for the last specified 

days in the sublease, and other similar documents.  The fees are as 

follows:

VALUE OF PROPERTY

FEES PAYABLE

K2,000,000 or less

K20,000

Between K2,000,000 and K50,000,000

1% of the value

Above K50,000,000

K500,000

    Note: At the time of writing, US $1 3D 1,850 Kwacha.

The value of the property is ascertained by the Registrar.  It is meant 

to reflect the value that the property would fetch if sold in the open 

market.  The Registrar may ask an investor to submit a statement in 

writing and signed by the applicant as evidence of such value.

All fee schedules to be charged by the Lands Register and the Common 

Leasehold Register are presented in Annex B of this report.20

4.2.2 Analysis

Issues

The land transfer system in Zambia does not require the involvement of 

an agent in the process.  The direct interaction of the investor with 

the Deeds' Office simplifies the procedure greatly.  Once all the fees 

are paid and all the paperwork is submitted, the procedure gets 

completed smoothly.

Recommendations

Transfer of land is a much simpler process when compared to gaining 

access to land.  Therefore no recommendations are applicable at this 

time.

4.3 SITE DEVELOPMENT

The procedures for developing a site are generally consistent throughout 

the country, but the specific steps an investor must take are defined by 

the individual local authority. In most cases, the approval of plans and 

the provision of water and sewerage are handled exclusively by the local 

authority.20

The availability of serviced land varies from region to region, as does 

the capacity of utility providers to meet customer needs.  In general, 

in areas where land is already serviced and no upgrades are required, 

utility hook‑ups are fairly simple and swift.  Where capacity upgrades 

or servicing is needed the investor may face a more complicated process 

and a long wait for connections.20

Because each municipality has its own procedures and forms, a detailed 

listing of each step an investor must take is not possible.  What 

follows are the general guidelines of developing a site.

4.3.1
Develop/Sub‑divide Land20

Once a plot is allocated to a prospective developer, it must be 

developed within two years.  As noted earlier, the criteria defining 

what is considered developed are ambiguous.  The investor may apply 

directly, or through an agent, to the Local Planning Authority for 

permission to develop or subdivide the land allocated to him.   The 

investor is expected to pay service charges based on the size and 

location of the plot.  The service charges are for provision of water, 

sewer facilities, roads, and drainage.  Additionally, prior to applying 

for utility hook‑ups the subdivision has to be surveyed to obtain a 

title deed.  No diagram of any portion of a registered, unsurveyed 

parcel of land will be approved for development until a survey of the 

whole land is made and a diagram has been registered on the basis of 

such a survey.  To obtain approval for a subdivisional survey, the land 

surveyor must deliver:

* A plan showing the proposed subdivision approved by the local 

authority's planning department, or;

* A plan of the proposed subdivision approved by the Commissioner of 

Lands if the land is leased from the President.

After the surveying is complete, the investor has to submit in 

duplicate:

1) A Certified Copy of the Title Deed

2) The following plans:

a) Site Plan: showing the plot in question in the context of the 

surrounding plots and access roads leading to it at scale.

b) Block Plan: siting of the structure within the plot

c) Building Plans: showing the plan of each floor; elevation of all the 

sides of the building; the levels of the land and the ground floor in 

relation to the level of any adjoining or adjacent road

d) Subdivision Plan: (other than estate layout plan) to a scale 

appropriate to the area of the land showing:

i) The Boundaries of the land, the number and area of any existing or 

proposed subdivisions, and the existing and proposed use thereof;

ii) The position of ant existing or proposed building on the land and of 

any roads, carriageways, service lanes or roads or any footpaths 

adjacent to the land;

iii) The position, width and gradient of all existing and proposed means 

of access from the land to any road.

e) Estate Layout Plan: as for the subdivision plan, with the following 

additional information:

i) The line of any water courses, dams, water mains, drains/sewers, 

underground or overhead cables on the land;

ii) The proposed layout of the roads within the estate, including all 

drains, culverts and storm water drainage;

iii) The proposed water reticulation, sewerage and electricity systems 

showing the source and method of serving the individual stands;

iv) The surface contours at the metre (or ten foot) intervals;

v) Reservation of public utility services and other public purposes.

And fill in the application forms:

A) Form T & CP 1 ‑ Application for Permission to Develop

B) Form T & CP 2 ‑ Application for Permission to Subdivide land. (A 

subdivision application should only be accompanied with a location plan 

and block plan in addition to a certified copy of title deed and eight 

prints of the proposed subdivision)

C) Form 1 (Public Health (Building) Regulations No. 5) must be filled in 

duplicate20

An alternative way to apply is by using an "Outline Application."  This 

process saves the investor the time needed to prepare the plans and 

drawings required and the architect's fees.  The investor has to fill in 

the application form (Form T & CP 3: Application for Permission in 

Principle to Develop/Subdivide Land) in duplicate and attach the 

following in duplicate:

a) Certified copy of the Title Deed

b) Location plan20

Next, the applicant has to pay the plan scrutiny fee, which is a quarter 

percent of the building development costs and is calculated as follows:  

(Total Area covered by the proposed development) times (Rate of 

Construction i.e. Ruling bills of quantities for a particular type of 

building (per square meter) at a given time) divided by 400.20

Figure 4.2 Outlines the process and time sequence of developing land.

20

The following are the current figures for scrutiny of plans used by the 

Lusaka City Council:

TYPES OF BUILDING

CONVENTIONAL AREAS

PERI‑URBAN AREAS

Bars, shops, offices, restaurants, guest houses, clinics, hotels

K 200,000 / Sq. m.

K 150,000 / Sq. m.

Dwelling Houses

K 175,000 / Sq. m.

K 120,000 / Sq. m.

Churches

K 150,000 / Sq. m.

K 100,000 / Sq. m.

Boundary Walls

K 50,000 / Sq. m.

K 50,000 / Sq. m.

Application in principle, Sub‑division & Consolidations

K 75,000

K 75,000

Tracing of plans and supply or related information

K 25,000

K 25,000

Note: At the time of writing, US $1 3D 1,850 Kwacha.

This Outline Application is submitted to the Local Planning Authority 

through the Department of City Planning.  The local authority keeps a 

Register of Applications, and each application is issued a unique 

development number as well as a plan number.  The applicant is then 

given a letter that the application has been officially lodged with the 

local authority.20

The application is checked for inter‑alia zoning, design, external 

appearance of the proposed development, materials used, accessibility, 

and site and off‑site effects of the development.

The application is then forwarded, for consultation, to the departments 

of Engineering Services (for fire considerations), and Public Health 

(for health concerns).  Thereafter, the application is brought back to 

the Department of City Planning for compilation into schedules in 

readiness for each month's Plans, Works and Development Committee 

meeting and eventually to the Full Council, which is the final level of 

local decision making.20

By law, the Local Authority has to make a decision on the application 

and send a notification of approval or refusal of planning permission 

within three months from the date of receipt of the application.

If the planning permission is refused or granted conditionally and the 

applicant is aggrieved, he may lodge an appeal with the Town and Country 

Planning Tribunal for redress within 28 days of receipt of the 

notification by the local Planning Authority.

4.3.2 Building Permits

Building permits are issued by the local authority with jurisdiction 

over the particular site.  Each authority has its own application 

process. Most applications must meet both the bylaws of the authority 

and the national codes set out in the Town and Country Development Act.  

The local Public Health Department, local Fire Department, and local 

Planning Department are also consulted. 09

To construct any facility on a piece of undeveloped land, the investor 

is required to obtain a building permit.  Once the building plans are 

approved, the local authority conducts a minimum of six inspections of 

the building site to ensure that the builder follows the plans.  Other 

inspections may be carried out from time to time, depending upon the 

specifics of the building.

Application Process

1) The investor must fill in an application form and attach the 

following:

* A copy of the title

* Site plan issued by the Survey Department of the Lands Commissioner

* A Block Plan that shows the infrastructure

* Copies of the Building Plans (electrical, mechanical, structural, 

etc.) The drawings should be prepared by an architect or draughtsman 

registered by the Zambia Institute of Architects.

2) The investor has to pay all scrutiny fees (scrutiny fee 3D 1/400 of 

the total value of the project).

3) The building plans are reviewed by Fire, Water, Sewerage, Public 

Health, and Planning Departments for compliance with codes, and a report 

is prepared by the Department of Planning and submitted to Plans, Works 

and Development Committee (PWD).20

4) PWD reviews the application and gives a recommendation to the Full 

Council.

5) Full Council gets together and reviews the application.  If the Full 

Council approves the application, the applicant is issued a Notification 

for Approval.

It takes about 90 days from the application day to receive the result.  

If the application is refused, by law an applicant has to wait for 6 

months before his or her project can be submitted for re‑evaluation.

4.3.3
Occupancy Permit

During the construction of the building, the Building Inspectorate under 

the Department of City Planning carries on inspections at each of the 

six stages defined as:

1) Trenches

2) Foundations

3) Damp and Ant Courses

4) Drainage

5) Completion up to Wall Plate Level

6) Completion and final inspection for Issuance of an Occupancy 

Certificate

The total fee charged by Lusaka City Council for all stage inspections 

is currently at K25,000 (US $14).  This fee is charged at the 

application stage for development.  The developer must inform building 

inspectors when the structure has reached any one of these six stages 

that the area is ready for inspection.20

The final inspection requires that all utility connections be completed. 

 After the Fire Department of the Directorate of Engineering Services 

and the Department of Public Health complete their inspections, the 

Occupation Certificate is issued by the Director of Engineering 

Services.  It reportedly takes a month to obtain the occupancy permit.

4.3.4
Infrastructure

Electricity Hook‑up

The power network in Zambia, currently servicing only 18% of the 

population, was initially established to serve the copper mines of the 

Copperbelt Region.   The Zambia Electric Supply Company, Ltd.‑owned 

(ZESCO) hydropower stations, which generate 99% of the country's power 

supply, are located at three locations to the south of the country;

* Kariba North Bank (600 mw);

* Kafue Gorge Station (900 mw);

* Victoria Falls Station (150 mw).

There are a few diesel generator sets at the Northeastern, Eastern, and 

Western Provinces.

The current generation and distribution of electricity by ZESCO is 

planned to go under privatization. For that reason, ZESCO is going under 

restructuring and commercialization of sections is taking place.20

Procedures

The procedure to obtain a new power line connection is as follows:

1) The investor has to fill in the application form, and attach the site 

sketch, building plans, the maximum voltage requirement, and needs to 

specify if the project requires any phased development or not.

2) ZESCO visits the site, assesses the application, and completes the 

cost estimation. Site assessment by ZESCO takes from 1 to 2 weeks. 20

Investors interviewed said that it typically took one to two months to 

complete the process of applying for and receiving a power connection.  

When connecting a new line, half of the capital cost is paid for by the 

investor and the remaining 50% is paid by ZESCO.  If there are several 

investors who may use a new power line, then they can split the 50% 

among themselves.  ZESCO charges residential customers K8,000 (US $4) 

for an electricity deposit, and industrial customers are charged based 

on the declared demand.

The following tariff for electricity is effective of March 1998 and 

exclusive of VAT and 10% rural electrification levy.

Metered Residential Tariffs

Up to 50 kWh

K 23/kWh

50 ‑ 700 kWh

K 46/kWh

Above 700 kWh

K 65/kWh

Unmetered Residential Tariffs

Up to 2 amps (for lighting only)

K 4,200

Above 2 amps

K 15,200

Commercial Tariff ‑ 15 kVA

Up to 1,000 kWh

K 61/kWh

Above 1,000 kWh

K 82/kWh

Industrial Maximum Demand Tariffs

Capacity Up to 300 kVA

Maximum Demand Charge

K 6,122/kVA/Month

Energy Charge

K 49/kWh

Capacity between 300 and 2,000 kVA

Maximum Demand Charge

K 7,483/kVA/Month

Energy Charge

K 43/kWh

Capacity Between 2,000 and 7,500 kVA

Maximum Demand Charge

K 11,283/kVA/Month

Energy Charge

K 30/kWh

Capacity Above 7,500 kVA

Maximum Demand Charge

K 11,661/kVA/Month

Energy Charge

K 23/kWh

Social Services Tariffs

Water Pumping and sewerage treatment plants

K 59/kWh

Schools, hospitals, churches, and orphanages

K 59/kWh

Street Lighting

K 43/ kWh

Note: At the time of writing, US $1 3D 1,850 Kwacha.09

Water Hook‑up

Supply of water is the responsibility of local authorities in Zambia.  

The Department of Rural Affairs looks after the rural areas outside 

jurisdiction of local authorities.  The Water and Sanitation Act of 1997 

set targets to attract private investment in the supply and distribution 

of water and sewer services.  Through Section 9, it allows the local 

authorities to establish a public or private company, or a joint venture 

with an individual, private company, public company or one or more other 

local authorities.  There is a requirement that the majority shares of a 

joint venture company shall be held by the local authority.  Also, a 

utility provider needs to be licensed by National Water Supply and 

Sanitation Council.20

The Lusaka Water and Sewerage Company (LWSC) is 100% owned by the local 

authority, in this case Lusaka City Council, but it is designed as a 

private company.  The company supplies water to Lusaka City through two 

sources:20

a) Ground water (100,000 cu. m/day capacity)

b) Surface water (100,000 cu. m/day capacity)

The population in Lusaka is about 2 million and the current water supply 

capacity can not meet the demand.  Approximately two thirds of the 

facilities consuming water are not metered due to the problem of 

financing meter purchase and installment.  For that reason, LWSC takes 

an average of the regional consumption and charges its customers on that 

basis.  Today, it is estimated that only 40% of what should be collected 

is collected in Lusaka.  LWSC is also responsible for collection and 

transport of sewerage to waste treatment facilities.  While 

approximately 80% of Lusaka City is serviced by water, only 33% of the 

City is serviced by sewer facilities; the rest is utilizing septic tanks 

or nothing at all.

When requested to provide water for construction of any project, Lusaka 

Water and Sewerage Company supplies a meter right inside the land 

boundary.  The investors are given priority by LWSC in supplying 

connections.

Procedure:

The procedure to obtain a new water connection is as follows:

1) Fill in the application form and attach a copy of the Land Sketch, 

and a letter from the Ministry of Lands.  There are no application fees 

involved.

2) Within 48 hours, Lusaka Water and Sewerage Company performs a field 

inspection to determine whether or not the requested service can be 

supplied.  Also, the charge for the connection is estimated within 3 to 

5 days.

3) After agreeing to the price, the two parties discuss the payment 

method.  An advance payment is preferred by LWSC.

At Ndola, for example, the standard charge for water connection is 

K80,000 (US $43)  for residential usage, K150,000 (US $81) for 

commercial usage, and K250,000 (US $235) for industrial usage.  It takes 

from 2 to 7 days to complete the connection.  For sewerage, Ndola Town 

Council uses a separate application form, and the application fee for 

sewerage is K50,000 (US $27).  At Lusaka all connections are charged at 

cost, and the monthly water charges are as follows:

Commercial And Industrial Consumers

Standing Charge (For Metered Supplies)

K 10,000

0 ‑ 100,000 Litres20

K 590 / 1,000 litres

100,001 ‑ 170,000 Litres20

K 1,100 / 1,000 litres

170,001 Litres and over

K 1,500 / 1,000 litres

High Density Residences with Communal Taps

Upgraded Areas

K 11,000

High Density Residences with Individual Taps

Per House/Month

K 12,000

Low Density, Council Residences and Special Connections

Standing Charge (For Metered Supplies)

K 4,000

0 ‑ 6,000 Litres

K 210 / 1,000 litres

6,001 ‑ 66,000 Litres

K 420 / 1,000 litres

66,001 ‑ 100,000 Litres

K 590 / 1,000 litres

100,001 ‑ 170,000 Litres

K 1,100 / 1,000 litres

170,001 Litres and Over

K 1,500 / 1,000 litres

Note:  At the time of writing, US $1 3D 1,850 Kwacha.20

In addition to the connection fee, the City of Ndola requires investors 

to pay a deposit on water to be consumed during construction.  This 

monthly fee is K500 (US $.27) for every K100,000 (US $54) in estimated 

development value, subject to a minimum of K2,000 (US $1) and a maximum 

of K250,000 (US $235).20

Water Deposits are charged as follows in Lusaka:

Industrial, Commercial And Special Connection

K 300,000

Low and medium density residences

K 50,000

High density residences with individual taps

K 20,000

High density residences with communal taps

K 20,000

Note:  At the time of writing, US $1 3D 1,850 Kwacha.

All sewerage connections are charged out at cost in Lusaka, and the 

monthly Sewerage Tariff is as follows:

20

Domestic Sewerage Tariff

0 ‑ 6,000 Litres

K 168 / 1,000 litres

6,001 ‑ 66,000 Litres

K 336 / 1,000 litres

66,001 ‑ 100,000 Litres

K472 / 1,000 litres

100,001 ‑ 170,000 Litres

K 880 / 1,000 litres

170,001 Litres and Over

K 1,200 / 1,000 litres

Premises Discharging Trade Effluent

Tariff C up to 1,000 parts per million biochemical oxygen demand 

(B.O.D.)

K 1,000

Tariff D 1,001 ‑ 2,000 parts per million B.O.D.

K 1,600

Tariff E 1,001 ‑ 2,000 parts per million B.O.D.20

K 2,200

Sewerage Discharge by Vacuum Tankers

Per 100 Litres

K 3,300

Note:  At the time of writing, US $1 3D 1,850 Kwacha.

Illegal Water and Sewer Connection Charges

Commercial and Industrial Areas

K 300,000

Residential Areas

K 50,000

Note:  At the time of writing, US $1 3D 1,850 Kwacha.

Telephone Hook‑up

Almost all towns in Zambia have phone service.  While the current switch 

system is 60% digital and 40% analog, the transmission is mostly analog. 

 There are also digital satellite links to Europe and the United States. 

 Mobile phone services are available through TELECEL or ZAMTEL.  

Internet access is available through the state‑owned Zambia 

Telecommunications Company Limited (ZAMTEL) or ZAMNET.

The Multi Access Radiotelephone System primarily services the farming 

community in Zambia.  The tower is the main base station from which 

signals are transmitted and received to and from Lusaka's Lamya House.

The government's plans to privatize ZAMTEL are underway but currently 

there are no set dates for when the company will be up for offer.  The 

ZAMTEL network is divided into three regions, Northern Region, Lusaka 

Region, and Southern Region.  There are no other revenue sources for 

ZAMTEL besides the services being sold.

If an investor desires to set up his own telecommunications system, 

ZAMTEL does not get involved.  However, ZAMTEL will help with the 

installation and technical issues such as what equipment to buy.20

PROCEDURE:

The following is the application procedure for a new phone line:

1) An application form needs to be filled in.  A passport number or ID 

number is required from individuals, and a Zambian Certificate of 

Incorporation is required from businesses.20

2) The investor has to provide a site sketch attached to the application 

form.

3) The technical department of ZAMTEL will visit the site and assess the 

site conditions to see if a connection is possible.  This will take from 

1 day to 2 weeks depending on the number of applications received.

4) If a connection is possible, a written inquiry form is given to the 

investor.20

5) The investor has to pay the installation deposit and 2 month's rental 

in advance.  The investor and two witnesses then sign the contract 

agreement.

6) ZAMTEL will then install the phone and establish an account for the 

customer to which monthly bills will be sent.20

Interviewed investors report that getting a new phone line connected 

takes from 3 months to 18 months.

Telephone Call Charges:

Telephone call charges are based on time and distance in the form of 

metered units. The system allows more time per unit for local calls and 

progressively less time per unit for trunk calls according to the 

distance covered.  The current charge per unit is K84 (US $.05), a 

recent 30% decrease from K120 (US $.07).  Each metered unit for local 

calls is 3 minutes.  A two‑tier tariff for peak (standard) and off‑peak 

(reduced rate) hours is in operation for both national and international 

calls.  Standard rates apply Monday through Friday from 7 a.m. to 6 

p.m., and reduced rates apply at other times, where available.3  During 

off‑peak rate hours the local and national calls are 50% off the 

standard rate and the international calls are 75% off the standard rate. 

 International calls to some countries are listed below:

COUNTRY

(US$/MINUTE)

Angola, Botswana, Kenya, Malawi, Mozambique, Tanzania, Zimbabwe

1.75

Australia, Canada, France, Germany, Japan, UK, USA

2.24

Austria

2.45

Brazil, Lebanon

2.94

People's Republic of the Congo

2.10

Telecommunication services and tariffs as of September 1997 are as 

follows:

Installation

Deposit

Monthly Rental

Type Of Service

Business

Residential

Business

Residential

Business

Residential

Telephone

K 150,000

K 75,000

K 100,000

K 30,000

K 5,000

K 5,000

Cellular

K 30,000

K 30,000

K 300,000

K 300,000

K 40,000

K 40,000

E‑mail Only

US$ 40.00

US$ 18.00

Dial‑Up Only

US$ 25.00

US$ 20.00

Note:  At the time of writing, US $1 3D 1,850 Kwacha.

Postal Services

Postal services are provided by Zambia Postal Services Corporation 

through some 150 post offices.  The Corporation provides straight road 

delivery service to an area within the 5‑km radius of its post office 

branches.   There are private boxes, which an investor can access 

anytime, in the post office buildings.  There is also a private bag 

service whereby an individual can fill a whole bag with outgoing mail.  

The bag may be dropped off at the main post office or picked up to be 

sorted out later at the post office.  Incoming mail is placed inside the 

bag and can be delivered or picked up by the investor. 20

Zambia Postal Services Corporation offers services of two different 

categories.  The first category of services includes services such as:

a) Letter Post (includes delivery of postal matters, including letters, 

postcards, newspapers and magazines, small packets, literature for the 

blind, and parcels)

b) Poste Restante (A service where unestablished or unsettled 

institutions/individuals who do not have permanent residences or boxes 

can send or receive mail under the care of Postmaster.

c) Counter Services (sale of stamps and stationery, postal orders, 

telegraphic money orders, telephone tokens, international reply coupons, 

international business reply service, international money order, 

delivery and acceptance of registers and parcels)20

d) Box and Private Bag Service (Offered at the rate of K144,000, or US 

$78, per year)

e) Box Renter/Household Circulars (A system where institutions or 

individuals can advertise their products or services through circulars 

or letters sorted in all boxes and private bags at any desired post 

office.  A minimum of 100 circulars or letters are accepted.)

f) Expedited Mail Service (where the mail is delivered door‑to‑door 

domestically, or internationally)

g) Facsimile Service (A service where public can send or receive fax 

messages through various post office numbers)

h) Parcel Post

i) Haulage20

j) Telegraphic Services

k) Postbus Services (Bus services to Public)

l) Publications (Sale of newspapers, and magazines)

m) Philatelic Services

The second category of services includes agency services such as:

a) Government Pensions (ZAMPOST pays pensioners on behalf of Zambia 

Pensions Board)

b) National Savings and Credit Bank (conducting banking services on 

behalf of NSCB)

c) Motor Vehicle Licenses (Licensing motor vehicles on behalf of the 

Road Traffic Commission)

d) State Lotteries (On behalf of Government State Lotteries)

e) Premier Sport Lotteries (sale of Premier Sport Cards)

Procedures:

To apply for private box service provided by ZAMPOST, investors only 

have to fill in the application form.  There are no additional documents 

requested and no application fees involved.  An initial rent of K 

144,000 (US $78) for the first year (same for both P.O. boxes and postal 

bags) needs to be submitted at the time of application.  In addition, 

customers have to pay a refundable deposit of K 18,000 (US $10) for the 

two keys they receive.

4.3.5 
Analysis

Issues

* The building permit application process, like the land allocation 

process, consists of multiple, duplicative steps and approvals at the 

local level.  The application processing time of three months is 

excessive by international standards and compares unfavorably to other 

African countries.  An interviewee reported that he obtained his 

building permit two years after the building was complete, and it took 

him five years to obtain the occupancy permit.  Clearly, there is a need 

for improvement at the local level.

* The need to obtain both a "permission to develop" and a "building 

permit" is confusing for investors and perceived to be duplicative.  It 

seems that the local authorities require the developers to obtain a 

permission to develop or subdivide to satisfy the requirements of the 

Town and Country Planning Act, and they require developers to obtain a 

building permit to satisfy the bylaws of the local authority.  The 

applications forms and attachments for the permission to develop and 

building permit are almost identical.  20

* The Town and Country Planning Act and the Public Health Building 

(Regulations) Act have contradicting provisions.  The Public Health 

Building (Regulations) states that if the local authority fails to 

respond to receipt of an application for a building permit within 30 

days, the person submitting the plans may proceed with such building or 

work in accordance with the plans.  A similar provision in the Town and 

Country Planing Act gives a time period of 90 days.20

* There is another contradiction is between the Tourism Act and the Town 

and Country Planning Act.  The Tourism Act states that applicants for 

land plots for tourism related developments have to obtain an 

authorization permit from the Zambia National Tourist Board before 

seeking planning permission from the relevant Planning Authority.  At 

the same time, the Town and Country Planning Act requires that an 

applicant obtain the planning permission before permission for 

development.

* Investors, who spend considerable time and money to comply with 

Zambia's land development regulations, are frustrated by illegal 

squatters who have invaded prime land slated for industrial and 

commercial use in Lusaka.  There are contradicting statements in the 

Town and Country Planning Act and the Lands Act in regard to eviction of 

illegal occupants, and neither affords sufficient legal basis for an 

investor to protect his or her land in a timely fashion.  The Town and 

Country Planning Act states that an Enforcement Notice may not be served 

for more than four years in case of breach of development without 

planning permission, while the Lands Act allows for a period of twelve 

years immunity of eviction of illegal occupation of land.

* In Zambia, the local authorities are expected to supply greatly needed 

infrastructure in areas under their jurisdiction.  However, in addition 

to problems with their internal management structures, local authorities 

are facing serious funding problems, having lost many of their previous 

income sources.  Investors feel that local councils are generally 

overstaffed, underfunded, and lack enough qualified staff.  Ndola Town 

Council, for example, has only 10 inspectors to perform building 

inspections in their jurisdiction and it is estimated that around 60% to 

70% of the Ndola Town Council's income has reportedly been lost due to 

recent sales of council‑owned housing.  Currently, ground rents compose 

about 80% of the Council's income.  One consequence of this lack of 

funding is that investors are compelled to pay for the transportation of 

building inspectors when they inspect a site. 20

* Getting access to and the quality of infrastructure services remains a 

problem in Zambia. Often local authorities expect developers to build 

the necessary infrastructure to access public services but developers 

expect this to come from the utility companies and local councils.  Only 

general incentives apply to private sector companies involved in 

infrastructure services, and there are no special incentives to attract 

private investors.   Also, serviced, zoned industrial land is in 

particularly short supply and continues to be a constraint in Zambia.

* Interviews with utility providers in Zambia indicate that vandalism 

and illegal connections are among the biggest problems they face.

* Presently, the main problem related to electricity is the slow and 

expensive installation procedures.  The multi‑week delays in getting 

power commonly experienced by new companies is a function of the 

location of the company and the closeness of the site to an existing 

power line.  ZESCO's hookup times compare poorly to the two‑week delays 

in Namibia, for example, and add to the cost of doing business in 

Zambia.  In addition, the requirement that investors pay 50% of the 

installation costs up‑front imposes a significant working capital cost 

on firms when they can least afford it.  Problems with reliability of 

the power supply have decreased significantly in recent years and 

ZESCO's response times for failures have improved considerably.  

Although many investors report that ZESCO has improved greatly in the 

last few years, there are reports that indicate a lack of communication 

between the accounting and engineering divisions of ZESCO. 20

* Water and sewerage services are, on the whole, inadequate in Zambia 

and do not meet residential or commercial needs in many parts of the 

country.  Several local councils are trying to supply and distribute 

water and sewer services either through a management contract (5 years 

on the average) or a concession contract (more than 20 years usually) 

signed by a private company.  There are three pending bids in the 

Copperbelt region to establish commercial utility companies, one in 

Southern Province, and one in Northwestern Province.  This is a good 

sign for development of the water sector but still not enough for the 

whole country.

* The introduction of cellular phone service represents a quantum 

improvement in Zambian phone service.  It has improved communication 

reliability and given consumers an alternative to the state‑run system 

and its long installation delays.  Nevertheless, there are still several 

problems facing Zambia's telecommunications industry.  The cost of 

cellular phones remains outside the reach of most small businesses.  

This means that businesses continue to face long delays in obtaining 

regular phone service.  The current delays in service installation are 

excessive by any standard and compare unfavorably to the 15‑day wait in 

Namibia.

* Phone service reliability, though improving, is still poor by 

international standards, particularly within certain regions and 

neighborhoods.  Poor service levels are also evidenced by the large 

number of complaints about ZAMTEL, including that they routinely fall 

three months behind in billing, charge customers high inaccurate 

estimates for phone service, and have "nonexistent" customer service.

Recommendations

* Instead of plans being evaluated by the PWD Committee and the Full 

Council after each of the departments, as coordinated by the engineer's 

office, the final approval of the Full Council should be eliminated.  

This will not only reduce the time in which approvals are granted but 

also eliminate the problem of plans being evaluated by people who lack 

the expertise to render an informed judgement.  To further streamline 

the process, it is recommended that council approvals be restricted to 

large and complex projects that potentially have a major impact on the 

community.  Otherwise, applications can be approved easily and quickly 

by civil servants.  It is also recommended that there be increased 

coordination between the various departments within the councils to 

accelerate approvals.

* The local authorities should combine the Permission to Develop and the 

Building Permit into one process since both require almost identical 

documents.  There should be a single application form, review process, 

and, as a result, permit issued under a new name, such as "Permission to 

Develop and Build," which will satisfy the requirements of both the 

local authorities and the Town and Country Planning Act. 20

* The Town and Country Planning Act and the Public Health Building 

Regulations Act need to be harmonized to adhere to the shorter time 

interval for responding to a building permit application.20

* The Tourism Act and the Town and Country Planning Act need to be 

harmonized as they state different priorities for obtaining permits from 

the Planing Authority and Zambia National Tourist Board.

* The Town and Country Planning Act and the Lands Act should be 

harmonized as they state different time periods allowed for eviction of 

illegal occupation of land.  Further, the state should increase the 

ability of landowners to evict squatters from land that is legally 

leased and developed.  The state should educate small farmers and others 

about their right to lease land and encourage small holders to legally 

register.  Formalizing the land lease market should discourage squatting 

and pave the way for fair and effective enforcement of property rights 

against illegal occupants.

* Many investors today find that the response times at most local 

councils depended on personal connections and favoritism.  Local 

councils need to establish clear and binding procedures and time limits 

to help the local agencies discipline their operations and be more 

responsive to the needs of the public.  Transparent operational 

guidelines that are adhered to also make the public‑private interaction 

more predictable, which lowers the risks associated with investment.

* Despite recent improvements, the existing site development process is 

still flawed by the multiplicity of steps and approvals required.  Blank 

application forms are also not easily available. The three‑month delay 

in granting building permits compares unfavorably to Namibia, where 

permits are routinely granted in two to three weeks. 20

* There are several recommendations that can be made to increase 

efficiency in the construction process.  First, the GRZ should eliminate 

the notice of inspection mechanism.  Local inspection staff should pay 

unscheduled, routine visits to monitor and inspect the construction at 

various stages.  This will serve the purpose of ensuring that 

construction is being conducted within the building codes and as shown 

on the approved plans while eliminating the unnecessary costs and 

waiting times involved in the current system, which requires six 

separate inspections.  Second, the government should cease compelling 

investors to incur the expenses of an inspector coming to check their 

facility.  Third, a target of approving building permit applications 

within two weeks should be established.  Fourth, application forms 

should be made more easily available.  Finally, it is recommended that 

that the local authorities provide clear guidelines to applicants at the 

start of the building process to prevent the frustration and confusions 

that applicants often encounter.

* International experience has found that one of the most important 

promotional tools is the availability of standard factory buildings 

readily accessible for investors that require rapid start‑up.  It is 

important that the site development process be streamlined for investors 

through the establishment of industrial estates.  Many countries have 

dealt with difficult land problems by encouraging the development of 

industrial estates.  Regionally, Kenya has had success with privately 

developed estates.  Ghana and Namibia, meanwhile, are both pursuing a 

joint public/private sector approach to industrial estate development.  

Promoting more industrial estates and pilot projects with private sector 

participation is an appealing approach because it is likely to have an 

immediate impact on alleviating the infrastructure bottlenecks for 

manufacturing investors.  Under this option, the developer will receive 

blanket construction permits for standard factory buildings, which they 

can then construct on an as needed basis without forcing investors to go 

through all the paperwork normally associated with planning permissions 

and building permits.  Estate developers also solicit the installation 

of power, telephone, water and other services for groups of tenants in 

advance, or in some cases provide such services themselves.  This allows 

interested investors to simply arrive and negotiate most required site 

development services and procedures directly with the developer, 

simplifying the process and facilitating economies of scale.  Private 

participation in estate development can relieve the financial and 

managerial constraints faced by the Government.  It can also encourage 

competition and general efficiency.

* Experience in other countries has demonstrated that utility services 

improve with greater private sector involvement.  There are numerous 

potential alternatives including outright privatization, private 

management contracts, use of build‑operate‑transfer or build‑own‑operate 

mechanisms, and/or the creation of public utility commissions to serve 

as public watchdogs.  The Government of Zambia should investigate these 

options to improve service levels and reduce the high cost and 

inefficiency of infrastructure services. 20

* On the issue of installation charges, several power companies around 

the world encourage power consumption by reducing or even eliminating 

installation charges.  ZESCO should consider instituting standard 

options that allow firms to defer some installation costs (with interest 

or higher tariff rates).  It is also recommended that ZESCO work in 

close co‑operation with other utilities and government agencies on the 

recommendation to develop an industrial estate.

* Participation of private companies in telecommunications services has 

been proven worldwide to be an effective alternative to reduce costs and 

improve service levels.  It is recommended that the GRZ consider 

increasing private sector involvement in the telecommunications sector.  

Lastly, it is recommended that for the meantime, ZAMTEL be closely 

involved in the development of the recommended industrial estate.20

* The GRZ should speed up process of privatization in infrastructure.  

In the medium to long run, the problem of general utility shortage can 

be best alleviated through privatizing many more public utility 

authorities and encouraging new private investment in all areas of 

infrastructure.  Managing private entry to infrastructure is a complex, 

politically charged process.  Differing from many other private 

investments, private infrastructure projects would have the Government 

more intimately involved, as a regulator, buyer, and/or supplier.  To 

succeed in privatization, the Zambian government, like other 

governments, will need to speed up the process of establishing the 

necessary legal and institutional frameworks, to allow orderly, 

transparent and competitive transactions.  Also, it is recommended for 

GRZ to establish infrastructure sector specific incentives to attract 

private sector to provide the services needed.

4.4 
Environmental Compliance20

Environmental regulation in Zambia is outlined in the 1990 Environmental 

and Pollution Control Act.  Environmental policy in Zambia is 

implemented by the Environmental Council of Zambia, an independent 

agency composed of technical staff as well as representatives from 

numerous government ministries and private sector groups.  The Council 

was established in 1991.  The 1997 Environmental Impact Assessment Act 

gives the Council new authority to regulate and inspect proposed and 

operating businesses. 20

All new projects in Zambia, including renovations and expansions of 

existing facilities, require a project brief stating the nature of the 

project and assessing its potential environmental impact, whether 

positive or negative.  These project briefs are generally conducted by 

local or international consultants; the Council has a list of 

consultants that it can recommend to investors.   Briefs are typically 

reviewed and decided upon within two to four weeks.  The Council's 

response to a brief comes in a "decision letter" that approves, rejects, 

or seeks changes in a project design.  Reviewing a brief costs K100,000 

(US $54).20

For most simple or small scale endeavors, only a project brief is 

required, but more complex and large scale undertakings frequently 

require that an Environmental Impact Assessment (EIA).  The Zambia 

Investment Center has prepared a guide to which projects are likely to 

require a full EIA.  This guide can be found in Annex B of this report.  

These assessments are also conducted by independent consultants and the 

Council charges 5% of the total project budget in fees for reviewing the 

EIA.  In most cases, the Council responds to an EIA within 45 working 

days.20

The Environmental Council has the responsibility to inspect businesses 

to assess compliance with their EIAs or project briefs and Zambian 

environmental law.  Council officials state that they do not tend to 

conduct on‑site inspections in the first year.  Rather, they rely on 

businesses to produce a self‑audit report that is reviewed by the 

Council staff.  If the self‑audit seems incomplete, disingenuous, or 

highlights a serious lack of compliance, the Council may opt to inspect 

a business in person.  At least once in the first three years of 

operation the Council will conduct an on‑site inspection. 20

The Council addresses various types of pollution with a series of 

licenses and fees that are graduated to cost heavier polluters more.  

Acquiring these licenses requires several steps:

1. filing a detailed application form in which all relevant technical 

information is verified.  There are several versions of the application 

forms designed for different types of projects.  For example Form AP5 is 

designed to regulate emissions from the extension of an existing plant 

while Form AP6 is tailored toward new sources of emissions.20

2. paying a fee, the amount of which caries based on the type of license 

being sought;

3. receiving a receipt;

4. waiting for Council staff to conduct a technical and legal review of 

the application and project (this may or may not involve a site 

inspection);20

5. gazetting the proposed license at least 28 days prior to the date the 

license is to be issued;

6. considering any objections, after which the Council will generally 

issue a license within three months. 20

In most cases, investors should file their applications six months prior 

to commencing operations.  The Council's licenses are valid for a period 

ranging from six to 36 months, depending on the severity of the 

pollution involved and the variability of the enterprise's emissions.

The Environmental Council's licenses are the following:

Analysis

Issues

Generally, most investors rate the Environmental Council among the best 

Zambian government agencies in terms of professionalism, responsiveness, 

and transparency.20

* Some investors suggest that the Council enforces environmental 

regulations far too selectively.  Large state‑owned companies, 

especially those in the mining sector, seem to operate under totally 

different rules than private investors, and some assert that new 

companies are made to comply with environmental laws more rigorously 

than older companies. 20

* Many investors find complying with Zambia's environmental laws, which 

are occasionally as strict as those in developed countries, almost 

impossible.  Shortages in skilled labor, a lack of quality waste, water, 

and power infrastructure services, limited modern technology, poor 

transportation infrastructure, and a dearth of loanable funds for 

technological and capital improvements raise the cost of doing business 

in Zambia and also lower efficiency.  Given these disadvantages, some 

companies find it impossible to operate within the confines of Zambia's 

existing environmental regulations.

* The Environmental Council and local councils both license effluent 

waste discharge, apply different standards, use different inspection 

methods, and don't respect each other's authority.

Recommendations

* The Environmental Council should ensure that it applies the law and 

levies fines evenhandedly, regardless of who owns a given company or how 

large it is.  Toward this end, the Council should clearly explain and 

publicize its inspection criteria so that judgements about which 

companies are operating within environmental standards are transparent.  

Environmental assessments of projects should become public record, so 

citizens can see which projects are environmentally sound and why.

* The Council needs to take a practical look at its environmental 

regulations to assess if they are realistic given Zambia's level of 

development.  Impediments to environmental compliance should be 

identified and ascribed to whatever factor is responsible.  If there are 

areas where no business can reasonably comply, the GRZ should consider 

easing regulations until such time as the impediments to compliance can 

be addressed.20

* As noted elsewhere, licensing authorities should also increase their 

awareness of and coordination with other Zambian regulators.  The 

Environmental Council's mandate to license effluent discharge should 

replace the local council's role in regulating wastewater discharge.
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Reporting to Government

This section covers all the business application and reporting 

procedures required of most enterprises in Zambia ‑ including business 

registration, business licensing, complying with environmental laws, and 

all required tax registration and reporting requirements.

Business Registration

The Registrar's office is responsible for registering all businesses and 

trade names in Zambia, as well as processing patents and trademarks.  

The Companies Act of 1994 regulates the formation, conduct of affairs, 

and liquidation of all companies, including private companies, public 

companies, and subsidiaries.  The Act differentiates four types of 

companies that are recognized in Zambia.  The four types of companies 

are:

1. Public companies limited by share capital;

2. Private companies limited by share capital (maximum of 50 

shareholders);

3. Companies limited by guarantee (maximum of 50 employees); and

4. Companies with unlimited liability.

Although other types of company formation are possible, including 

various types of trusts and non‑profit organizations, the most common 

type of companies in Zambia are:

1. Privately held companies, including branches of foreign companies;

2. Partnerships and joint ventures;20

3. Sole proprietorships; and

4. Cooperatives.

Registration of Companies20

There are a few criteria that determine the type of company an investor 

may form in Zambia.  A private company must have a minimum of K500,000 

(US $270) in share capital to incorporate in Zambia; a public company 

must have K1 million (US $540) in share capital.  A company incorporated 

in Zambia must consist of two or more people and although there are no 

nationality requirements relating to who can own a Zambian firm, more 

than 50% of the directors, including a managing or executive director, 

should be resident in Zambia.

There are three steps to register a company in Zambia.  The first step 

for an investor to register his or her company is to initiate a names 

clearance.  This is done by bringing in a written request to clear a 

company name in Zambia and paying a K5,000 (US $2.70) processing fee.  

This process, which involves a database search, usually takes one to two 

days.  Confirmation of this process comes in a letter of acceptance, 

which can either be picked up from the Registrar or received through the 

mail. 20

The next step for a new investor is to incorporate under Zambia law.  

Incorporation application forms can be purchased at the Registrar's 

office for K8,000 (US $4.30) apiece.  There are upwards of 50 forms 

relating to incorporating, changing company status, and declaring 

consent as a shareholder or director.20

The third step is to pay 2.5% of the nominal capital plus K1,000 (US 

$.54) for processing the application.  The application forms ask an 

investor to supply information about the key owners and managers of the 

firm; an applicant is no longer required to submit a Memorandum of 

Association.  This process takes between one to two days, at the end of 

which an investor is issued a Certificate of Incorporation and a 

Certificate of Commencement of Business. 20

These certificates do not need to be renewed, but each year companies 

must file an annual return that includes such information as the 

company's location, nominal capital, changes in shareholders, and level 

of indebtedness.

Prior to operating, public companies must issue K1 million (US $ 540) 

worth of shares and private companies must present proof that at least 

K50,000 (US $27) of operating capital is in the country.  All companies 

must submit a declaration that it has complied with these capital 

requirements to the Registrar before they commence operations.

In order to ensure that applications are completed properly, the 

Registrar requests that registration applications be submitted to the 

Office of the Registrar in Lusaka. 20

Branches and foreign companies and foreign companies that purchase 

Zambian companies are required to register with the Registrar within 28 

days of operation or purchase, respectively.  To register, a foreign 

company must present the Registrar:

* completed Companies Form 46;

* certified copy of the "charter, statutes, regulations, memorandum and 

articles, or other instrument constituting, or defining the constitution 

of" the company;

* signed statements of acceptance of appointment for each documentary 

agent and local director;

* description of and documents relating to any charge on any property or 

in Zambia; and

* a registration fee of K180,000 (US $97).

If all of the information is in order, a foreign company is issued a 

Registration Certificate in two or three days.20

Figure 5.1 illustrates the procedures and time frame for registering a 

company in Zambia.
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Trademarks and Patents

Trademarks

The Registrar's Department of Patents and Companies manages the 

processing of trademarks and patents.  In addition to being a signatory 

of the 1971 Paris Universal Copyright Convention and the Berne 

Convention for the Protection of Literary and Artistic Works, Zambia is 

a member of the International Intellectual Property Association and a 

party to two regional protocols related to intellectual property.

Trademarks may be registered under the Trademarks Act of 1989.  After an 

initial term of seven years, a trademark may be renewed innumerable 

times for a further 14 year period.  Trademark owners are advised to 

begin renewing their trademark six and a half months prior to the end of 

its validity.20

To apply for a trademark in Zambia, an investor needs to submit seven 

examples of the product in question and fill in Trade Marks Form 2.  For 

Zambians, the trademark filing fee is K15,000 (US $8); for non‑Zambians 

the fee is US $150.  The application form requests standard trademark 

information, including the name of the product, its international 

classification, and a technical description of the product.20

Once an application is filed, Registry officials review the application 

to assess its conformity to the guidelines of the Act and the product's 

technical features.  Once this review, which takes one to two days, is 

completed, an announcement of a trademark application is gazetted for 

two months in the Zambia Trademarks Journal.  The Journal is printed 

monthly, so depending on when a trademark application is cleared for 

gazetting, the process can take more than three and a half months.  If 

no objections are lodged, the Registrar issues a trademark, which costs 

Zambians K50,000 (US $27) and foreigners US $450.

If a registered trademark remains unused for five years and one month, 

any citizen can file a petition the Registrar to withdraw the trademark. 

 Trademark owners can authorize a licensee to utilize their trademarks.  

Patents20

The 1995 Patents Act covers Zambia's protection of patent rights.  

Patents are valid for an initial period of 16 years and renewable 

thereafter.20

Zambia allows for two ways to file for patents.  The conventional way is 

to file for a patent in one's home country and seek recognition of it in 

Zambia when the patented product is ready to be sold or produced in 

Zambia.   If a patent has been registered with an investor's home 

country, the investor can complete an application for the Zambian 

Registrar of Companies to recognize the patent in Zambia. A complete 

application includes:

* an official application form;

* a processing fee of K30,000 (US $16) for Zambians and US $100 for 

non‑Zambians;

* two copies of the patent specifications and design drawings (if 

applicable);

* two copies of the granting country's "priority documents;" and

* a deed of assignment to prove that the filer is the true originator of 

the invention or owner of the patent.20

Once the completed application is filed with the Registrar, it undergoes 

a formal review process during which the technical and legal merit of 

the application are scrutinized.  This process usually takes 8 to 32 

business hours.  After the application is reviewed, it is gazetted for 

three months.  If no objections are lodged, then the applicant pays a 

completion fee of K15,000 (US $8) for Zambians and US $100 for 

non‑Zambians.  After the third year of the 16 year patent period, a 

patent owner must file for renewal and the fees for the patent rights 

change based on the value of the item patented. 20

The "unconventional" patent application process is quite similar to that 

outlined above.  This process, set up to accommodate the Harare 

Convention on Patents, is designed for someone who invents an item in 

Africa that can be patented.  To follow this process, an applicant 

submits:

* an official application form;

* a processing fee of K30,000 (US $16) for Zambians and US $100 for 

non‑Zambians;

* two copies of the patent specifications and design drawings (if 

applicable);

* a deed of assignment to prove that the filer is the true originator of 

the invention or owner of the patent.

The unconventional applicant can choose in which signatory states he or 

she wants patent protection.  The review process and period for 

gazetting are the same as for the conventional patent track.

Note that the Registrar of Companies, which has recently been delinked 

from the Ministry of Commerce, Trade, and Industry is considering 

changing its fee structures so that non‑Zambians and Zambians would pay 

the same fees. 20

Analysis

Issues

The company registration process is widely reported to be efficient and 

transparent.  The Registrar of Companies was recently de‑linked from the 

Ministry of Trade, Commerce, and Industry and officials at the Registrar 

report that this change has improved the overall in increasing 

responsiveness to customers.  Nonetheless, some issues should be 

addressed.

* Some of the documentation required by the Registrar is duplicative of 

other government entities and some its forms could be simplified.  Other 

agencies also require detailed information about companies, adding to 

the reporting requirements investors face in Zambia.  In particular, 

some of the information required in the Registrar's annual filing 

related to a company's financial performance is duplicative of 

information collected by the ZRA.

* There are over 50 forms used to cover the various variants of company 

registration, changes in company status, and declarations of 

shareholders and company directors.  Generally, the registration forms 

each ask the same questions and the differences among each type of form 

is slight.

* The Registrar's criteria for assessing if an investor is ready to do 

business is redundant of some of the Investment Centre's activities and 

includes some requirements about depositing money in country that are 

vestiges of the era of exchange controls in Zambia.

* The duality of the fees charged by the Registrar highlights that the 

fees assessed do not reflect actual costs of processing applications.  

Further, the two tier fee structure amounts to subsidizing, albeit in an 

inefficient manner, Zambian entrepreneurs and taxing foreign ones.  If 

the government wishes to promote indigenous Zambian entrepreneurship, 

the GRZ can find many models of small business development that do not 

warp administrative fee structures.

* Some in the private sector expressed concerns about the lack of 

protection of intellectual property rights.  Both the existence of 

"knock‑off" products sold on Lusaka's streets and the weakness of the 

legal system are concerns to some in the private sector.  Given that 

simple contract disputes are rarely adjudicated adequately and in a 

timely fashion in Zambia, few investors feel that more complex conflicts 

over intellectual property rights will be effectively mediated in the 

courts.

Recommendations

* The company registration process involves an examination of detailed 

corporate documents and financial statements, yet other public agencies 

require the same or similar information for licenses.  The Registrar's 

annual filing should be simplified to request only information about 

changes in share ownership or directors.  Information about profits, 

loss, and indebtedness is best collected by the ZRA.  If the Registrar 

deems it necessary to also keep detailed records of a company's annual 

financial status, the Registrar and the ZRA may wish to develop a single 

form and share this information.  Because companies need to report to 

the ZRA on a regular basis, it may be easier if the ZRA collected annual 

financial information on companies and passed it along to the Registrar. 

* As other Zambia agencies have done, the Registrar should create 

simpler, multi‑purpose forms to lessen the paperwork burden on Registry 

staff and the private sector. 20

* It is unclear why the Registrar requires a company to demonstrate that 

it has K50,000 (US $27) deposited in a bank in Zambia.  Given the 

government's recent liberalization of foreign exchange and repatriation 

of profits regulations, this requirement seems to be of little utility.  

Further, in U.S. dollars the amount specified is a paltry sum that 

serves little purpose as a deposit.  20

* It is recommended that the Registrar bring its processing fees in line 

with its estimated operating costs and abolish its subsidizing Zambian 

company registration procedures. 20

* The government needs to bring its legal infrastructure up to speed 

with the economy, and this includes drafting laws and creating 

enforcement mechanisms to protect intellectual property rights and 

contractual obligations.  A commercial court system, binding 

arbitration, and a small claims court system should all be considered by 

Zambian legal reformers.  Additionally, the Registrar should work with 

the relevant Zambian security agencies enforce laws against "knock‑off" 

products that are manufactured and sold in the country. 20

Tax Registration and Reporting

Zambian taxes include individual and corporate income tax, import 

tariffs, excise taxes, and Value Added Tax (VAT).  Administration of the 

tax system is handled by the Zambia Revenue Authority (ZRA), a 

quasi‑independent agency that was recently carved out of the Ministry of 

Finance.  The ZRA's main departments are Direct Taxes, VAT, and Customs 

& Excise.

Direct Taxes

The major legislation related to Zambian income tax is the Income Tax 

Act of 1966 (as amended).  The ZRA's Department of Direct Taxes 

administers corporate and individual income tax, mineral royalty tax, 

and property transfer tax. In regard to income tax, the GRZ recognizes 

three categories of companies: partnerships, limited companies, and 

self‑employed entities.

Income Tax

Zambia has several schemes for the assessment and collection of incomes 

taxes.

1) Pay As You Earn (PAYE)

PAYE is a method of collecting taxes at the source of an individual's 

employment.  As such, the employer is responsible for deducting a 

certain amount of tax from his or her employee's salary or wages on each 

pay day and then remitting it the tax to the Authority.  This method 

shifts the burden of responsibility to the employers. Depending on the 

annual revenue of the company, the ZRA collects PAYE taxes monthly or 

quarterly.  Currently, companies with an annual turnover of more than K2 

million (US $1,081) annually must remit their employees taxes monthly 

within 14 days of a month's end.  The ZRA requires that for each 

employee a company complete a CF/P16 card monthly and return it along 

with a check to the Collector of Taxes.  Employee income tax payments 

are audited annually and companies must submit an annual Certificate of 

Pay and Tax Deducted, Form ITF/P22.

2) Company Tax

Company tax is a form of income tax that is levied on companies with 

limited liability. Companies are required to remit an estimated tax 

payment on a quarterly basis to the ZRA using Form CF270(C).  To avoid 

paying fines, companies must adjust these estimated payments over the 

course of the year so that each quarter estimated payments are at least 

80% of the total due.  Once per year corporations are audited for actual 

tax due and required to file Form ITF/2a.

20

The basic tax rate is currently at 35% of corporate profits, adjusted 

for tax purposes.  Companies listed on the Lusaka stock market pay tax 

at a reduced rate of 30%. The tax rates on income from banking 

activities are 35% for an institution with income up to K100 million (US 

$54,054) and 45% for those with income in excess of K100 million (US 

$54,054).

However, income earned from farming by any person or company incurs a 

tax rate of 15%.  Income from the export of non‑traditional products, 

which are defined as any good or service unrelated to mining, is taxed a 

rate of 15%.  Companies are required to clearly record which goods are 

exported and to keep supporting documentation, including commercial 

invoices, proof of sale, and a copy of all export documentation (EXD 

Forms).

Withholding Tax

Withholding tax (WHT) is deducted from the following sources of income:20

* rents;20

* interest;20

* dividends; royalties; and20

* management fees and payments made to non‑resident contractors who are 

engaged in construction and haulage.20

The current rate of WHT on all types of income is 15%, except on 

interest and dividends paid by successor companies to ZCCM where the 

rate is 10%.20

In the case of rental income, the tenant is required to deduct the WHT 

from the gross rental charge and remit the tax to the ZRA on behalf of 

the landlord. The landlord will also be liable to pay the tax due on the 

gross rent (less allowable expenses) without any relief being granted 

for withholding tax.20

Monthly tax payments are to be filed with the ZRA using Form CF.82.A and 

an annual audit of these payments in completed using Form CF/182A.

Base Tax

A base tax is a presumptive tax levied on small‑scale businesses that 

can not manage to maintain adequate business records on which to base a 

correct tax assessment at the end of the charge year. Currently, base 

tax is fixed at 266 penalty units (1 penalty unit equals 180 Kwacha, or 

US $.10) which is equivalent to K47,880 (US $26) per year.20

Mineral Royalty Tax (MRT)

Mineral Royalty is a tax levied on all holders of a large‑scale mining 

license on the "net back value" at 2%.  The net back value is the market 

value of minerals free on board at the point of export from Zambia or, 

in the case of consumption within Zambia, at the point of delivery 

within Zambia, less: the cost of transport, including insurance and 

handling charges, from the mining area to the point of export or 

delivery; and the cost of smelting and refinery and refining or other 

processing costs, except on the processing costs as related to 

processing normally carried out in Zambia in the mining area.20

The "market value" in this case means the realized price for a sale free 

on board at the point of export from Zambia or the point of delivery 

within Zambia

Property Transfer Tax

There is no capital gains tax in Zambia per se, but there is a capital 

transfer tax that is charged on the realizable value of property being 

transferred at a rate of 2.5%.  The tax is payable by the transferor.

"Property," in this case, means any land (including any buildings, 

structures, or additions) and any share issued by a company in Zambia 

that is not listed on the Lusaka Stock Exchange.20

Penalties

All persons or companies are required by law to submit their returns, 

accompanied by the balance of tax payable, to the Authority.  Failure to 

comply may result in statutory penalties being charged, which may 

include fines and imprisonment.

Direct Taxes Registration

To register with ZRA to pay corporate income tax, a company must first 

register with the Registrar of Companies.  For companies, a Tax 

Registrant Form must be completed and submitted to the local ZRA office 

care of Commissioner General‑Direct Taxes, along with a copy of the 

Zambian certificate of incorporation and a copy of the Memorandum and 

Articles of Association. 20

Except for employees covered by a Pay As You Earn (PAYE) scheme, all 

individuals and entities receiving taxable income in Zambia must notify 

the ZRA in writing within 30 days of receiving compensation.

Value Added Tax Registration

Since July of 1995, all companies operating in Zambia above a certain 

revenue threshold need to register with the Zambia Revenue Authority to 

pay Value Added Tax.  The VAT is intended to collect revenue at each 

stage of a product or service lifecycle where value is added.  Currently 

the rate of VAT charged is 17.5%.  Businesses are required by law to 

register as VAT traders if they supply taxable goods or services and 

their taxable turnover exceeds one of the mandated threshold 

requirements stated below:

* K 30 million (US $16,216) in any twelve consecutive months;

* K 7.5 million (US $4,054) in any three consecutive months; or

* taxable turnover is expected to exceed either of the amounts 

stipulated above within the subsequent twelve or three months 

respectively.

A company must register within a month of commencing operations or of 

surpassing the revenue thresholds stated above.

To register for VAT an operating company must submit to the Commissioner 

General‑VAT:

* a certificate of incorporation issued by the Registrar of Companies;

* a VAT application form (VAT Form 1);

* "sufficient proof of intended trading," such as a business plan that 

was presented to investors or bankers; and

* proof of a line of credit or contracts with suppliers or customers.20

A company can register for VAT prior to operating by submitting VAT Form 

1 and an Investor's License issued by the Zambia Investment Center and a 

business plan or "similar document."   Once an application has been 

filed with the ZRA a dated VAT Certificate, which includes an official 

VAT tracking number, is issued with 14 days.   This certificate must be 

prominently displayed in the place(s) of business.  VAT registration is 

free.

Firms that earn less than the amounts specified above can register for 

VAT on a voluntary basis.  Voluntary registration was introduced to 

accommodate traders whose taxable turnover did not meet the statutory 

requirement.  Once registered the trader has the same obligations to 

abide by the same rules that apply to statutory registered traders. 20

Businesses earning over K200 million (US $108,108) per year are required 

to pay an estimated VAT amount monthly; firms earning less than K200 

million annually may opt to file quarterly.  Once a year a company will 

file its official tax returns and the ZRA will examine its accounts to 

assess compliance and accuracy.  A company must pay monthly estimated 

VAT payments, and if it pays less than 80% of the payments due it can 

incur penalties.  VAT refunds are assessed based on the difference 

between the VAT a company pays on inputs (Input Tax) and the VAT it 

charges its customers (Output Tax).  Officially, the ZRA says it refunds 

all VAT within a calendar month of receiving an application for rebate.20

A trader with a taxable turnover not exceeding K200 million (US 

$108,108) per year can apply for the cash accounting or payment basis. 

The annual taxable turnover limit for cash accounting has been increased 

to K300 million (US $162,162) as of July 1, 1998.  This cash accounting 

method requires a trader to account for the VAT charged on their sales 

on amounts actually received and claim VAT only on purchases that have 

been paid.

The ZRA classifies some items as zero‑rated, meaning that the Authority 

does not charge VAT on the final sale of item but a supplier can deduct 

the VAT charged on the inputs used to make the good.  Items that are 

classified as exempt are also not assessed VAT, but suppliers of these 

items can not deduct VAT on the goods and services needed to make these 

supplies.

To claim a VAT refund during annual tax filing, a company must submit 

tax invoices or certified copies of VAT Forms 200, 202, or 203 for each 

item purchased.  Valid tax invoices must contain the following:

* The words "tax invoice" clearly printed on the form;

* the company's name, address, and VAT registration number; and

* the name and address of the purchaser of the goods in question.

Companies seeking VAT input tax credits must present a certified copy of 

VAT Form 200, which will indicate the amount of duty paid to customs 

during importation.  VAT Form 203 is used for goods cleared at bonded 

warehouses.

The standard Tax period commences on the first day and ends on the last 

day of each calendar month. Traders are expected to submit their returns 

by the 21st day of the following month. Traders have been given the 

option to apply for extended accounting periods to three months subject 

to satisfying certain conditions. With effect from 1 July 1998, the 

maximum annual taxable turnover limit for qualifying for the three 

monthly tax period has been extended from K100 million (US $54,054) to 

K200 million (US $108,108).20

The Zambian tax year runs from April 1 to March 31, and most companies 

are expected to adopt March 31 as their accounting date.  Tax records 

are to be maintained in the English language and kept for six years. 20

Tax Rates

There are three general tax rates that apply to companies in Zambia.  

Companies pay 35% corporate tax with a few exceptions.  Companies listed 

on the Lusaka stock exchange pay 30% and banks earning in excess of K100 

million (US $54,054) annually pay 45%.   Business losses can generally 

be carried forward for five years. 20

Exceptions to these tax rates include agricultural enterprises and 

fertilizer manufacturers, which pay a maximum of 15% tax.  Mining 

enterprises pay a maximum tax of 10% and can carry business losses 

forward for ten years. 20

Interest and dividends are taxable at a rate of 15% with the first 

K20,000 (US $11) in earnings tax free.  Dividends earned in farming are 

exempt for the first five years.

"Provisional tax" payments are demanded by ZRA four times a year with an 

annual filing of exact tax returns.  Officially, the ZRA pledges to 

issue any returns within 14 days of filing.  ZRA officers concede that 

at present that presently issuing returns can take up to three months.

Profits from the transfer of land title, the property transfer tax, is 

assessed at a rate of 2.5% of the gross sale amount.  The personal sale 

of a car is not taxed.

15% of the rent charged by a landlord is deducted each payment period by 

the tenant who sends this tax directly to ZRA. 20

Individual income tax rates are assess based on four bands of income.  

Individuals earning K84,000 (US $45) or less do not pay taxes, and the 

first K84,000 earned counts as a tax credit to everyone.  At K1.2 

million (US $649) an individual is taxed at a rate of 10%.  The next 

K600,000 (US $324) is assessed at a rate of 20%, and the balance 

thereafter is assessed at 30%.20

Tax Exemptions

Zero Rated Tour Package: To promote tourism Zambia introduced a zero 

rated tour package.  A tour package is defined as "Supplied by a tour 

operator or travel agent, licensed as such by the Zambia National 

Tourist Board, to a tourist who is not resident of Zambia, subject to 

such conditions as the Commissioner General may by rule require."  To 

qualify as a tour package, the tourists will have to make bookings 

before arriving in Zambia and the package should include accommodation 

and other tour services; i.e. game drive, canoeing, rafting, etc., for a 

period of at least 24 hours.

VAT Refund Scheme for Tourists: The refund scheme is another incentive 

designed to attract tourists in Zambia.  The purpose of this scheme is 

to permit tourists to claim a rebate on VAT paid on goods purchased from 

retailers who are approved to participate in the scheme.  The following 

steps are involved in claiming a rebate:

1. a tourist purchases an item at a registered store and pays the 

required VAT;  the participating retailer issues an export tax invoice, 

VAT Form 263, to the tourist when purchasing goods;20

2. upon departure from Zambia the VAT Form 263 is presented to a customs 

official, who will certify and stamp the export tax invoice and ensure 

that the goods purchased are intended for export purposes; and

3. the ZRA will send a dollar denominated check for the total amount of 

the refund to the tourist's home address.

The three designated points of departure where tourists can use this 

scheme are Lusaka International Airport, Ndola International Airport, or 

the Victoria Falls border post.

Local Taxes

Local councils are granted limited tax and fee charging authority under 

Zambian legislation, including the ground rent and site development 

approval fees covered in Chapter 4.  Officially, local councils are 

entitled to tax 3% of local businesses turnover and the taxes are to be 

paid annually.  The local council has the right to inspect a business's 

accounts.

Analysis

Issues

Most of the business people interviewed gave the ZRA praise for 

increasing their overall effectiveness, improving rates of tax 

collection, and clarifying rules and procedures.  Along with the Zambia 

Privatization Authority, the ZRA is widely regarded as one of the more 

efficient agencies in the Zambian government.  Yet some administrative 

improvements could help the Authority. 20

* A major complaint about the ZRA echoed in the private sector is that 

they are too aggressive in their actions and attitude.  Many companies 

noted that while the ZRA is very strict about paper work being filed 

correctly and on time, they are very slow and unresponsive when it comes 

to processing refunds or explaining the status of a tax return.  The ZRA 

is reputed to compel companies to pay higher than accurate estimated 

taxes, essentially extracting an interest free loan from the private 

sector, that are only rebated at the annual tax filing.  Some corporate 

interviewees noted that the ZRA seems to assume that all companies are 

cheating on their taxes and treat the private sector accordingly.20

* Some companies complained about the amount of paperwork required of 

them to comply with ZRA regulations, especially in the area of employee 

compensation.  Agricultural enterprises, for example, note that that 

based on the current income thresholds they are responsible for 

maintaining paperwork about and paying income taxes for casual and 

seasonal workers.  For larger farms that employ hundreds of people, this 

administrative burden can be significant, and the ZRA is reputed to be 

strict about inspecting a company's records and assessing fines if 

things are askew.  Supplementing the ZRA's financial reporting burden 

are filing requirements imposed by the Zambian Workmen's Compensation 

Fund, the Zambian Provident Fund, and local tax authority.

* Paying taxes at the local level lacks transparency and creates an 

unstable investment environment.  Many business people report that they 

are unclear about what the authority the local councils have in regard 

to taxation and are routinely assessed new, arbitrary taxes by local 

authorities.  Many in the private sector ascribe this tendency to the 

fact that local councils are often poorly managed and devoid of 

sufficient revenues to operate effectively.  Ultimately, the new levies 

charged by local councils may or may not be paid, but the tendency to 

create arbitrary taxes creates uncertainty among investors and 

undermines the credibility of local officials.20

* The ZRA's requirement that investors submit a business plan to 

register for VAT is unnecessary given that the Authority's core 

competency is not in evaluating business strengths but rather in 

collecting revenues.  The requirement to submit a business plan is 

especially unnecessary when the ZRA is also requesting and Investment 

Certificate.20

* It is unclear why the ZRA requires that companies submit their 

Memorandum of Association.

* Although each division collects almost exactly the same information, 

both the Commissioners‑General of VAT and Direct Taxes require companies 

to register with separate forms and procedures. 20

* In practice, many tour operators report that Zambian customs and 

immigration officials do not honor the provisions for zero rated tour 

packages and charge tourists a US $10 visa fee upon entering Zambia.  

Because most tour operators have included zero rated tourist incentive 

in their promotional materials, they feel obligated to refund this US 

$10 to their customers, thereby incurring a per person loss in profit.

Recommendations

* While customer service has improved in recent years, the ZRA should 

instruct its officials on how to be less aggressive when dealing with 

the private sector both in attitude and deed.  A feedback system to 

document and respond to taxpayer complaints and concerns should be 

instituted.  The ZRA should review its administrative procedures to 

identify why refunds often take longer than thirty days to process.  If 

the ZRA is able to speedily and efficiently collect taxes, it should 

have the administrative skill and expertise available to process rebates 

as quickly and efficiently. 20

* The ZRA may wish to review the paperwork it requires of private 

business.  Many companies suggest that complying with the ZRA's 

standards for documentation is often difficult and cumbersome, 

especially considering payments are required on a monthly basis. If, for 

cash flow reasons, the GRZ needs to collect tax payments from business 

this often, the ZRA should make its required estimate amounts more 

transparent.  Clear guidelines should help the ZRA formulate accurate 

estimates of quarterly corporate tax, thereby alleviating unfair cash 

flow burdens of the private sector.

* The private sector should be better informed by the ZRA and the 

Ministry of Local Government about the taxation powers of local 

governments.  Additionally, there needs to be a countrywide effort to 

sufficiently empower the local councils while making them more 

responsible.  The local councils need to be able to develop a local tax 

base, perhaps through property taxes, and derive sufficient revenues to 

operate effectively and offer the services that they are mandated.20

* When registering for VAT companies with a valid Investment Certificate 

should be excused from presenting a business plan.20

* Given the fact that the Registrar of Companies, Zambia's chief 

depository of company information, no longer finds it necessary to 

require companies to submit their Memoranda of Association to register, 

the ZRA should omit this document from its requirements for tax 

registration. 20

* The Commissioners‑General of VAT and Direct Taxes should combine their 

registration procedures, forms, and attachments into one coherent 

process. 20

* Immigration and TRA should ensure understand visa fee exemptions for 

zero‑rated tax packages.  As a potential source of significant revenue, 

all organs of the Zambian government should act in consort to promote 

tourism.

20

20

Specialized Licenses

In addition to basic registration requirements, Zambian law requires 

that certain types of businesses and processes be regulated by a line 

ministry or similar agency.  Additionally, most businesses in Zambia are 

required to comply with a series of local level licensing requirements.  

Agricultural Licenses

The Ministry of Agriculture, Food, and Fisheries requires that importers 

and exporters of certain commodities register with them prior to 

bringing certain goods across the Zambian border.  20

To export livestock, the Ministry's Veterinary Officer inspects animals 

and issues permit.20

If livestock is being exported to neighboring countries, a provincial 

Veterinary Officer will quarantine the animals for 30‑35 days at the 

border before releasing them and certifying them disease free.

The Veterinary department that falls under the Ministry of Agriculture, 

Food, and Fisheries issues a Veterinary License that shows that the food 

is disease free.  Abattoirs for the slaughter of livestock for export 

are inspected every three months and a sanitary certificate is issued if 

found satisfactory.  The Veterinary department requires that a new 

license be granted for every import and export transaction, and the 

Ministry commits itself to granting a license not more than two days 

after and application has been filed.

Plant exports are inspected by the Ministry of Agriculture, which issues 

a Phytosanitary Certificate for each consignment.

For food products, a license is issued for imports and exports by the 

Ministry of Commerce, Trade, and Industry.

Fertilizer is classified as a chemical and thus Zambian regulations 

state that all importers and manufacturers must register with the 

Environmental Council of Zambia under Statutory Instrument no. 20 of 

1994, pursuant to regulations governing the Environmental Protection of 

Pollution Control.20

The standard procedures for importing and making fertilizer are covered 

in Chapter 4 under section 4.4, Environmental Compliance.  With regard 

to fertilizer, one should note that two types of monitoring are carried 

out: periodical reports from the manufacturer; and random checks to 

ensure compliance.  Once the Council grants an importer or 

manufacturer's request to handle fertilizer, a license is issued.  This 

license is valid for 6 to 36 months.

The Ministry of Agriculture issues and approves permits for importation 

of seeds as well. To import seeds, customs will check for the Zambian 

Ministry of Agriculture License and a Phytosanitary Certificate from the 

country of origin.  Permit applications are approved and issued by the 

Market Development Branch of the Ministry of Agriculture.  Any farmer 

can import a consignment of seeds for his own use, but resale would 

require licensing by the Ministry of Agriculture.  Inspections and tests 

are carried out by Mt. Makulu Research Station also belonging to the 

Ministry.20

Tourism Licenses

Tourism in Zambia is regulated by the Tourism Act No. 29 of 1979.  

Tourist enterprises are classified as hotels (and variants, such as 

lodges and guesthouses), tour operators, travel agencies, air charter 

businesses, vehicle or vessel leasing agencies, restaurants and cafes, 

discotheques, convention centers, and any other business deemed to cater 

to tourists as decreed by statutory instrument by the Minister or 

Tourism. 20

Tourist enterprises in Zambia can be required to obtain different 

licenses from a few agencies to open and operate a business.  Hotels and 

resorts fall under the jurisdiction of both the Zambia National Tourist 

Board (ZNTB), a quasi‑independent agency formerly within the Ministry of 

Tourism, and the Hotels Board, an agency within the Ministry of Tourism. 

 Most often, acquisition and development of land and facilities for 

tourism purposes requires contact with the Ministry of Lands, local 

councils, local chiefs, the Ministry of National Parks and Wildlife, and 

the Environmental Council.

The ZNTB issues one license to a variety of tourist enterprises.  To 

grant a Tourist Enterprise Authorization License, the ZNTB requires that 

investors submit:

* a five year business plan, including marketing analysis, proposed 

revenues, and estimated labor needs;

* a cash flow statement and/or proof of capital requirements for the 

project;

* authorized building and/or architectural plans;

* a letter from investor's commercial bank indicating level of account 

activity, the bank's willingness to provide working capital finance for 

the project, and how the overdraft facility will be secured;

* financial and personal information about shareholders;

* curriculum vitae for owners and shareholders;

* a certificate of incorporation or business registration certificate;

* Memorandum and Articles of Association (for limited companies);

* title deeds and/or lease agreement;

* most recent audited accounts (for existing businesses);

* an Environmental Impact Assessment verified by the Environmental 

Council;

* Department of National Parks and Wildlife Service Permit Service (if 

interested in the areas designated for game management or within 

national parks);

* an Investment License (if investors are not Zambians);

* four copies of Form TOU/1 (this form costs K5,000, or US $2.70 per 

copy); and20

* a non‑refundable processing fee of US $450. 20

The most common proof of land title is a signed Letter of Offer from a 

local chief; chiefs in Zambia control 96% of Zambian land.  ZNTB 

officials state that generally a "Letter of Offer" will suffice as proof 

of intention to finalize a title deed and/or lease agreement.20

Once these forms are filed, the ZNTB will gazette the proposed project 

for 30 days to see if there are any public objections to the project.  

Objections are reportedly rare.  After this 30 day period the project 

application and any objections are presented to the ZNTB Board for 

review and, typically, within another 30 days the Board rules on the 

application.  Depending on the day of the month that an application is 

filed, gazetting and ZNTB board review can take more than four months.  

If the Board rejects an application, investors are entitled to appeal 

the decision to the Minister of Tourism.

The cost of a Tourist License varies based on the amount of money 

invested.  A license costs 1% of the total capital investment, ranging 

from a minimum cost of US $300 and a maximum of $1,000, plus processing 

fees of $150. 20

Renewal Process

Once a license is granted it must be renewed annually, which involves a 

twice‑annual inspection by the ZNTB and, if an accommodation, the Hotels 

Board, to assess if the investment adheres to certain health, 

operational, and safety standards.  The renewal process includes the 

following steps:

1. purchasing a renewal form for K5,000 (US $2.70);20

2. providing copies of audited accounts for the previous two years; and

3. passing at least two inspections per year.

Investors are advised to file to renew their license a month in advance 

of it lapsing.  About a month after filing for renewal a tourist 

operator should expect inspectors to come by.  A renewal license is 

granted between one and three months later, although a facility is 

allowed to operate during the time in which the renewal actually 

arrives.

The Hotels Board

If an investor is building or managing accommodations or similar 

facilities, the ZNTB will approve the project plan and authorize 

construction to begin but not issue the operating license. An investor 

is issued a letter or authorization when construction has been approved. 

 Hotels, motels, lodges, camps, guesthouses, tour operators, car 

rentals, restaurants, and nightclubs are all required to obtain this 

Hotels Board license. After the project is completed, the Hotels Board 

and the ZNTB will inspect the construction and, if all is in order, the 

Hotels Board will grant a License to Keep or Manage a Hotel.  The Hotels 

Board meets on a quarterly basis, but officials said that they can 

convene meetings more frequently if necessary.

Prior to obtaining a License to Keep or Manage a Hotel, an investor has 

to take the following steps:

1. submit approved plans to the ZNTB;

2. secure land from National Parks and Wildlife Service (if interested 

in the areas designated for game management or within national parks) 

and/or the local councils, the local chief, and the Ministry of Lands;

3. send architectural plans to the planning department of the local 

council for endorsement;20

4. obtain a Health Permit and Fire Safety Certificate issued by the 

local council and attach them to the application form;

5. put all furniture and equipment in place; and20

6. acquire a Tourist Enterprise Authorization License from ZNTB.

After an application is received, the ZNTB send will send the business 

and building plans to the Hotels Board for examination, which, officials 

state, takes less than a week.20

Once all of the required steps are complete, the Hotels Board's 

Technical Development Committee issues the License to Keep or Manage a 

Hotel.  This Committee is composed of representatives from the 

Environmental Council, Investment Center, Ministry of Town and Country 

Planning, Hotels and Catering Association of Zambia, Hotels and Tourism 

Touring Institutes, Zambia Revenue Authority, Department of National 

Parks and Wildlife Service, Ministry of Tourism, Hotels Board, 

Department of Civil Aviation, National Heritage Preservation Commission, 

Tourism Council, and a member of the business community chosen by the 

ZNTB. 20

After an application is filed, the investor is issued a License to Keep 

or Manage a Hotel by the Hotels Board.  For hotels and other 

accommodations, receiving a license usually takes two to four weeks.  A 

Public Final Inspection of the completed premises is done before the 

License to Keep or Manage a Hotel is issued. 20

In addition, an individual who is to serve as the general manager of a 

hotel or accommodation must be licensed by the Hotels Board.  To get a 

Hotel Managers' License an investor needs to submit a medical 

certificate or letter from any private medical practitioner attesting to 

your health, a letter or curriculum vitae detailing relevant experience, 

and a completed Application for Hotel Manager's License, Form 4.  

Generally, the Hotels Board will issue this license within two to four 

weeks from the application's receipt.

The cost of a License to Keep or Manage a Hotel varies depending on the 

accommodations' rating, which is Zambia ranges from one to five stars.

All types of accommodations are subject to inspection at least twice a 

year.  Currently, the Hotels Board's three inspectors are assigned to 

114 companies that are registered to be inspected.20

The Hotels Board inspects for:

* quality of construction;

* room size;

* compliance with fire safety regulations;

* quality of management;

* number of employees; and

* type and quality of equipment. 20

Banking Licenses

Financial institutions are governed by the Banking & Financial Services 

Act of 1994.  The Bank of Zambia conducts many of the usual activities 

expected of a central bank, including issuing currency, lending to 

private banks, and formulating monetary policy.  Financial institutions 

that conduct money market transactions are registered by the Zambian 

Central Bank and financial institutions that conduct capital markets 

transactions are registered by the Zambian Securities Commission.20

The financial sector in Zambia has witnessed a period of consolidation 

in recent years, with several public and private banks being liquidated. 

 Approximately 20 banks now operate in Zambia, including several 

international banks.  Zambian law does not distinguish between 

commercial and merchant banks, but both types exist in Zambia.  

Additionally, there are several other types of financial institutions in 

Zambia, including:

* three building societies that collect deposits and provide mortgage 

financing;

* the state owned  Development Bank of Zambia which finances development 

projects;

* the state owned National Savings and Credit Bank, which offers tax 

free interest to individual and corporate depositors;

* The Small Industries Development Organization, which provides credit 

to small Zambian enterprises; and

* the Zambian Venture Capital Fund, owned jointly by private investors 

and international development organizations, which provides equity and 

loan financing to successful businesses.

There is a standard application, Form BFI, needed to register as a 

financial institution in Zambia.  In addition to submitting the 

application form, investors in the finance sector must submit:

* a biographical data form;

* a questionnaire for directors, if applicable;

* a three year business plan;

* the curriculum vita for all principal managers and shareholders;

* any criminal records for all principal managers and shareholders;20

* a copy of the company registration certificate issued by the Registrar 

of Companies;20

* details about experience in the banking industry; and

* an application fee of K5 million (US $2703) for commercial banks and 

K3 million (US $1623) for non‑bank financial institutions.

In addition to the Bank of Zambia, the Zambian police, Interpol, and the 

Anti‑corruption Commission check these applications. 20

The minimum capital requirement (net of pre‑operating expenses) for a 

financial institution is K2 billion (US $1,081,081).  By law the Bank of 

Zambia has 120 days to respond to an application but it normally it 

takes one to two months for a judgement about licensing an institution 

to operate.  Once an application is granted, a financial institution 

must begin operating within two months, although it is possible to file 

for an extension.  Applications for an operating extension are reviewed 

for the status of the project and the achievements to date. 20

All complaints about commercial banks are brought to Bank of Zambia, 

which is tasked to investigate and write a report based on its findings. 

Aircraft Licenses

Consideration of licensing and regulating the use of various types of 

aircraft, including helicopters, small planes, and microlites and 

similar craft, is relevant for Zambia's tourism industry.  Companies 

that operate charter flights and air tours are required to obtain a 

variety of licenses from the Department of Civil Aviation in the 

Ministry of Transportation:

*An investor must travel to Lusaka to pay this fee.

To apply to import aircraft, a company must be inspected by civil 

aviation staff who will authenticate the air‑worthiness of the aircraft. 

 The inspectors will also assess the maintenance arrangements for the 

aircraft and ascertain absolute ownership of the aircraft.  The 

inspectors are also tasked to ensure that the 5% IDF has been paid. 20

After an application has been lodged and all the requirements above have 

been fulfilled, it will take approximately 5 days to receive a 

Certificate of Registration; speedier turn around times have been 

reported.  Once a Certificate of Registration is issued for an aircraft, 

it is permanent unless revoked, cancelled, or the aircraft is 

de‑registered from the country.  The Director of Civil Aviation under 

the Ministry of Transport and Communication grants the certificate.

All of the licenses listed above require an inspection or, in the case 

of pilots, a test for renewal.  The inspections generally involve an 

on‑site examination of the business' facilities, aircraft, repair 

capacity, and operations.   The company being inspected is liable for 

the cost of the inspectors' transportation and expenses during an 

inspection visit.  The Department of Civil Aviation inspectors inspect 

the aircraft annually and as when the Director feels necessary.

Aircraft oriented enterprises must also acquire the usual ZNTB license 

and all applicable local council licenses.  These companies must also 

pay K200,000 (US $108) to add or remove an aircraft from the fleet and 

K200,000 (US $108) in fines if license payment is late.

Note: The Department is governed by the Aviation Act.

Mining Licenses

Prospecting and mining are regulated by the Mines and Minerals Act, No. 

31, of 1995. The act refers to the issuance of three types of licenses ‑ 

prospecting permits, mining permits, and mining licenses.20

The same form can be used to apply for any of the three types of 

licenses.  Fees are set according to the size of the company and the 

amount of land involved.   Officially, obtaining these licenses up to 60 

days from the time a completed application is received, otherwise the 

applicant is given the right to prospect or mine automatically.  

Typically, a response is forthcoming within three to four weeks.

Zambia's Mining Licenses are the following:

* Fees are based on multiplying K180 per fee unit

** Small additional fees assessed

20

Local Council Licenses

Under the Trades Licensing Act of 1968 (as amended) City, Town, and 

District councils regulate and license a variety of corporate activities 

in Zambia.  Most of these licenses are designed to regulate small‑scale 

enterprises, but some apply to larger businesses as well.  The fees and 

time frame for approval and receipt of these licenses vary from council 

to council.  There are two basic categories that apply to licenses at 

this level: "specified areas," which are generally urban areas, and 

"other areas" which are generally rural areas where the Ministry of 

Commerce, Trade, and Industry designates who the appropriate local 

licensing authority shall be. 20

Generally, the procedure for obtaining a council license involves six 

steps.  An initial application for licensing requires that an investor 

advertise his business idea in the Gazette for a minimum of two weeks 

and in at least two issues of two local newspapers.  Anyone who objects 

to the proposal may contact the local council within 21 days from the 

last publication of the notice.  If there are no objections within this 

period, an investor can bring a copy of the advertisement to the city 

council and complete whichever forms are required.  The forms are sent 

to the local council's Departments of Health, Fire, and Building 

Inspectorate.  After the various departments have received copies of a 

license application form, inspection arrangements are made.  Although it 

is not specified in the Act, typically the private sector is liable to 

provide transportation for inspectors to and from the facility to be 

inspected.  Next, the investor is called for an interview before the 

Licensing Committee.  In Ndola, for example, this committee is composed 

of seven department directors and seven elected councilors.  If the 

committee approves an application, a license is issued upon payment of 

fees.

In most cases, a company must renew its local council licenses annually. 

 The renewal process usually requires that a business pay the costs for 

inspectors to come and investigate the operations of the business plus 

the pay any required renewal fees. 20

According to documents provided by the Ministry of Commerce, Trade, and 

Industry and interviews with local council staff, the council licenses 

are the following:

* Note: Fee ranges are based on multiplying K180 per fee unit.

Manufacturer's licenses are granted after an investor gets a 

Manufacturing License from the Ministry of Commerce, Trade, and 

Industry.  To get a Manufacturing License an applicant fills out a 

standard Manufacturing form and then the applicant is asked to produce 

photocopies of his or her Zambian Certificate of Incorporation or 

Certificate of Registration for individuals.  This license costs 

K180,000 (US $97) and takes one to two weeks to process.

Analysis

Issues

* Licensing, and the related inspections, is one of the more problematic 

areas of governance in Zambia.  While there is a legitimate need for 

federal and local officials to protect the public interest through such 

mechanisms as granting permits and inspecting businesses, there are 

several areas of jurisdictional overlap and little coordination among 

government agencies in the arena of licensing in Zambia.  For example, 

the Environmental Council and local councils both license effluent waste 

discharge, apply different standards and use different inspection 

methods, and don't respect each other's authority.  The ZNTB and Hotels 

Board licenses are very similar, and it is unclear why a hotel would 

need to be licensed twice by two tourism related agencies instead of 

only one.  The Ministry of Commerce, Trade, and Industry both issue 

licenses for manufacturers, it is unclear why both need to license the 

same activity.

* Many agencies require investors to submit information to them that 

does not relate to the activity being regulated, thereby increasing the 

amount of paperwork required of the private sector.  Several different 

agencies, including he Hotels Board, Department of Immigration, 

Commissioner‑General of VAT, ZNTB, and Investment Centre, require a 

company to submit its business plan, and company executives are not 

certain what criteria are being applied by each in its review. 20

* The local level regime for inspecting and regulating private commerce 

is particularly fraught with problems.  While local level officials are 

tasked to carry out certain regulatory functions, in many instances they 

seem to lack the resources or expertise to do so.  Additionally, among 

the private sector the local councils are notorious for being slow and 

unresponsive, often stopping a project while they inefficiently attempt 

to fulfil their regulatory mandate.  Further, many investors said that 

they perceived local officials to be using licensing as a way to 

generate revenue and not a legitimate tool of regulating private 

commerce.

* Throughout Zambia, inspections are unusually cumbersome and expensive 

for the private sector.  Most businesspeople told stories of having to 

provide roundtrip transportation for inspectors, pay them a daily fee 

during the inspection period, and cover hotel and per diem costs.  One 

company reported being compelled to fly Zambian regulators overseas to 

inspect the plant that manufactured their aircraft ‑ all at the 

company's expense.  Some business people suspect that inspectors 

deliberately inspect slowly, accomplishing a task in days when hours are 

required, in order to appear thorough and extend an expense free trip. 20

* Currently, the private sector is beholden to a wide range of 

inspectors, many of whom are unfamiliar with the item, process, or 

technology that they are mandated to inspect.  This lack of expertise 

creates opportunities for dishonest companies to evade regulations and 

officious or corrupt inspectors to blackmail businesses. In many 

instances, government inspectors are required to render a judgement on a 

piece of equipment or technology that is new to Zambia. 20

* The attitude of many inspectors is also troubling to the private 

sector. It was often reported that inspectors often tried to wield their 

power over a company for personal gain.  It was reported that the fact 

that a company complied with existing regulations or an inspector was 

unfamiliar with the technology or process he or she was examining would 

not necessarily influence an inspector's findings.  Many companies 

stated that inspectors were generally "officious" and "petty" and "took 

things personally," and many private citizens said that they felt a need 

to please an inspector personally in order to keep their business 

operational. 20

* The ZRA's VAT rebate schemes help facilitate the growth of business 

only to the extent that refunds are received in a timely fashion.  To 

date, many in the private sector state that they face cash flow problems 

based on the ZRA's policy of strictly collecting VAT up front while 

being very slow to rebate. 20

* Given the lack of experience operating the ZRA's duty drawback scheme, 

it can not yet be considered a significant incentive

Recommendations

* Licensing authorities should increase their awareness of and 

coordination with other Zambian regulators.  For example, the 

Environmental Council's mandate to license effluent discharge should 

replace the local council's role in regulating wastewater discharge. 20

* The necessity of having a Hotel's Board separate from the ZNTB is 

unclear, and its application and inspection procedures are, in many 

ways, duplicative of those of the ZNTB.  Licensing hotels and other 

tourist enterprises seems readily manageable by a single agency and 

combining these two entities would simplify the process for establishing 

tourist business in Zambia.  If the ZNTB could also license the 

operation of hotels, an investor could be freed from an entire 

application process, potentially speed up project development by three 

to five weeks, and save money in permit fees.

* The local council's Manufacturer's License should be eliminated 

because it is duplicative of the Manufacturing License issed by the 

Ministry of Trade, Commerce, and Insudtry and puts an increase 

regulatory burden on already overtaxed local authorities.

* Licensing authorities should evaluate what information is essential 

for them to effectively regulate a private company and not require an 

applicant to submit extraneous information.  Public agencies should also 

ensure that if they request technical information, they should have 

staff with sufficient technical expertise to evaluate the information 

required of companies.  As is, a company is required to submit the same 

information, often including detailed business plans, building 

blueprints, and financial statements, to various public agencies.  Based 

on our findings, many agencies do not need these comprehensive 

applications to effectively regulate an activity and probably lack the 

staff expertise to meaningfully render a judgement about them. Further, 

investors state that the business plan review criteria vary from agency 

to agency, and it is not always clear upon what a particular agency will 

judge an application.  It is therefore recommended that the ZNTB, Hotels 

Board, ZRA, and Department of Immigration cease requiring investors to 

submit business plans.

* If local authorities do not have the technical and material resources 

to adequately regulate companies the government needs to either change 

their mandate or shift expertise and capacity to the local level.  Based 

on the GRZ current emphasis on devolution to local councils, it would 

seem appropriate for the local authorities to receive the necessary 

training, resources, and expertise to effectively and transparently 

conduct the inspections required of them.

* It is highly irregular for the government to require the private 

sector to pay for the direct costs of being inspected and this policy 

should be eliminated.  Especially considering that Zambian inspectors 

are deficient in training, knowledge, and speed, requiring companies to 

pay for and arrange transportation, per diem, and lodging for inspectors 

costs companies a significant amount of time and money and represents a 

significant disincentive to start businesses in Zambia. 20

* In general, Zambian inspectors need to be better trained technically 

and in terms of customer service.  When a regulatory agency lacks the 

expertise to evaluate a given process or item, it may be possible to 

defer to a Zambian professional or business association or recommended 

private sector experts.  The model used by the Environmental Council, 

which relies on a roster of environmental consultants to independently 

conduct environmental impact assessments, may be of interest to other 

agencies.

* Finally, any training should include changing attitudes among Zambian 

inspectors.  The goal should be shifting inspectors thinking from a 

command and control mindset, where an inspection is an exercise in 

wielding power to compel compliance, to a partnership, customer service 

oriented model, where an inspection is a way to quickly, efficiently, 

and unobtrusively ensure that a company is operating within the bounds 

of the public good.

* The ZRA needs to commit itself to rebating VAT in a timely fashion.  

If administrative barriers exist, the process should be revamped. 20

* Because the ZRA has not yet administered its duty drawback scheme, no 

conclusions can yet be drawn about its performance

*20

5.4 Acquiring Incentives

With recent revisions to Zambia's 1993 Investment Act, there are few 

specific incentives for which investors need apply.  The agriculture, 

mining, and small business sectors have the most attractive investment 

incentives.  While the procedures for acquiring these incentives vary, 

in general one must first register as a corporate and taxpaying entity 

in Zambia.  Obtaining an Investment Certificate or registering with a 

Ministry such as Agriculture or Mines can also entitle an investor to 

certain incentives.  Many of Zambia's incentives are related to allowing 

qualified, registered company to import goods and materials at reduced 

rates of duty.

General Incentives

An individual who invests $250,000 or more and employs ten people is 

entitled to receive a self‑employment work permit or resident permit for 

himself or herself and up to five work permits for qualified expatriates 

if their skills are not locally available.

Raw materials imports, including chemicals, rubber, steel, and plastics, 

can be imported duty free.

Companies that are listed on the Lusaka Stock Exchange are taxed at 30%, 

thereby receiving a 5% reduction of corporate tax.

Machinery in used in farming, manufacturing, and tourism is entitled to 

a 50% wear and tear allowance for the first two years of operation.

In addition to these incentives, investors who get an Investment 

Certificate from the Zambia Investment Center are entitled to:

* Help obtaining employment permits and land title;

* Help liaisons with government agencies regarding licensing and other 

matters;

* Preparation of an official import schedule that is forwarded to 

customs specifying which capital and intermediate goods are to be rated 

duty free or at a reduced duty; and

* General information about investing in Zambia.

Agricultural and Rural Incentives20

Businesses that operate in areas officially designated as rural receive 

a tax reduction of one‑seventh of their total tax burden. 20

Dividends from farming are tax exempt for the first five years of a 

farm's operations. 20

Capital equipment for farming are duty exempt during importation.

100% of capital expenditure on farm improvements are entitled to tax 

deduction.

100% of the expenses required to clearing or improving farm are 

deductible.

Capital expenditures on growing coffee, tea, bananas, citrus fruits, "or 

similar plants" qualify for a 10% development allowance in the first 

year of production.

Farming and non‑traditional (i.e. non‑mining oriented) export 

enterprises are entitled to a corporate tax rate of 15%.

Small Business Incentives

Small businesses that register with the Executive Director of the Small 

Enterprises Development Board (SEDB) as a small‑scale enterprise under 

the Small Enterprises Development Act of 1996 are granted certain 

incentives. To be registered, an enterprise must be registered with the 

Registrar of Companies under the Business Name Act, Register under The 

companies Act, or the Societies Act.  Under the SEDB Act of 1996, the 

businesses that access these incentives must be working in the 

manufacturing, construction, trading, and services sectors.  

Applications can be lodged through the SEDB's nine regional offices, 

located in each Zambia's regional centers. Once a company is registered, 

then it is freed of the following:

1) the requirements of manufacturing licenses;

2) payment of any tax on factory premises for the first five years of 

operation;20

3) paying income taxes for three years if in an urban area and five 

years if in a rural area; and

4) licensing fees for any investment over K5 billion (US $2,702,703).

To apply to be registered as a small enterprise and have access to these 

incentives, an investor must fill in an application form and pay a 

K10,000 (US $5) application fee.  The application form is intended to 

determine the viability of the business in question.  Processing times 

vary, but usually takes four weeks.  If a business is deemed qualified 

to be considered a small enterprise under the Act, an investor pays a is 

non‑refundable K50,000 (US $27) registration fee.  After this, the 

company is entered into the directory of small enterprises.  Once an 

application is lodged, the review process takes about a month, and 

certificates are issued in Lusaka.  Documented incentives will be 

mailed.

Mining Incentives

Under the Mines and Minerals Act of 1995, the importation of mining 

equipment, plant, and machinery is exempt from customs duties.

Tourism Incentives20

Buildings designated as hotels receive a 5% annual wear and tear 

allowance.  This allowance is 10% in the first year of operation.

Application Procedures

Although it is not required, many investors apply for an Investment 

Certificate from the Zambia Investment Center (ZIC) which serves as an 

advocate and information service for investors.  The Investment Center 

also tries to resolve problems that investors face with other 

ministries, agencies, and utility companies, including Immigration, 

Customs, and Lands.  Additionally, the ZIC offers a range of fee based 

services, including incorporating a company, providing office space and 

support staff, staff recruitment, and drafting legal documents and 

commercial contracts.  For acquiring lease rights for certain tracts of 

land, foreign investors are required to have an Investment Certificate.

To apply for an Investment Certificate an investor needs to acquire a 

business visa, register with the Registrar of Companies, begin the 

process of acquiring whatever land is required, and obtain a letter of 

reference from a bank.

The complete application for a ZIC Certificate includes the following:

* A copy of the Zambian certificate of company registration;

* A copy of a letter of reference from a bank;

* A detailed business plan;

* Proof that the land acquisition process had begun (a lease agreement 

or "Letter of Offer" from a local chief is commonly used for this);

* A completed ZIC application form; and

* A non‑refundable processing fee of US $250 plus VAT.

After an application is turned in to the ZIC the following steps occur:

1. an Investment Center officer will review the application for 

completion;20

2. if the application is incomplete, a letter will be mailed to the 

investor within two days stating what additional information is 

required;

3. once an application is complete, the Investment Officer submits it 

for review by the ZIC's Projects Approval Committee, which meets weekly;

4. investments that are approved by this committee, which is comprised 

of ZIC staff, are sent to the Investment Board for ratification the 

Projects Approval Committee meets once a month and typically renders a 

judgement within six weeks.

The Investment Center Board is comprised of eight representatives from 

government entities and seven representatives from the private sector 

selected by the ZIC.  Board members include representatives of: the 

Ministries of Tourism, Home Affairs, Lands, Agriculture, Farming and 

Fisheries; the Immigration Department, Drug Enforcement Commission, 

Zambia Revenue Authority, Environmental Council, and the investment 

center; and at least one each private sector farmer and manufacturer.

The Investment Center reports that they consider an average of 12 to 15 

investments per months and 3% of all applications are rejected. 20

If an investment is approved, the ZIC will charge US $1000 to issue its 

Investment Certificate.  Within six months an Investment Officer will 

contact the investor to assess his or her progress.  After one year, the 

ZIC will review the project to ascertain if it is functional and 

conforms with the proposal as approved.

Once an investor has been issued an Investment Certificate, he or she is 

entitled to the incentives noted above.

To apply for these incentives, a company must contact several different 

ministries and government agencies, although the Zambia Investment 

Center can assist investors.  The procedures for applying to the various 

line ministries for incentives vary, but essentially an investor must 

fill in an application form to obtain a sectoral license.  In some 

cases, as with the Ministry of Mines, the licensing agency will alert 

the ZRA and other relevant authorities to an investor's qualifying for 

incentives.  In other cases the investor needs to contact the ZRA and 

other agencies directly and furnish copies of its sectoral license to 

access incentives.    20

To import mining equipment duty free, an investor must first apply with 

Ministry of Mines for either a prospecting or mining license.  Once 

approved, the Ministry of Mines will contact customs and issue a mining 

license and a letter stating that the investor is approved for 

importation of duty free items. 20

Companies wishing to seek classification as a Small Enterprise under the 

1996 Act need to register with the Ministry of Commerce, Trade, and 

Industry and the ZRA. 20

Analysis

Issues

The Zambian investment climate has improved dramatically during the 

1990s, but several issues related to incentives remain a concern. 20

* Many in the private sector have doubts about the Zambia Investment 

Center, ostensibly the country's major avenue for acquiring incentives.  

Some investors suggest that the ZIC has not lived up to its goal of 

being a "one‑stop‑shop" that can help an investor easily navigate 

through Zambian bureaucracy to set up a business.  Currently, its 

Investment Certificate, which is one of the most expensive licenses in 

Zambia, confers fewer advantages than it should.  For example, 

possessing an Investment Certificate does not free an investor from 

having to submit detailed, lengthy applications for permits from other 

agencies and does not necessarily shorten the length of time it takes an 

investor to set up a business.  If ZIC staff with experience in business 

relations are going through the trouble to conduct an extensive and time 

consuming review of an investor's business plan, financial records, 

operating requirements, and so on, it is wasteful for other agencies to 

require the same.  It is doubtful, for example, that the Department of 

Immigration and the Zambia National Tourist Board, have the specialized 

staff available to review business plans and analyze corporate financial 

statements, yet either agency can essentially veto a project approved by 

the ZIC.20

* Given Zambia's underdeveloped infrastructure and the difficulties in 

obtaining land the package of incentives offered by the Zambian 

government are mild compared to some countries in the region.  While 

Zambia has recently rationalized its import duties and lowered the VAT 

rate, the overall tax and regulatory burden are considered by some to be 

higher in Zambia than other states competing for similar investment 

capital.  Tourism enterprises point to several polices of the ZRA and 

the Department of Immigration that negatively affect the development of 

the industry in Zambia, including offering no import tax reductions or 

VAT rebates on their crucial raw materials and charging visa fees at the 

Livingstone border.

* Many in Zambia say that the government's decision not to grandfather 

some of the incentives that were stripped away in 1996 created 

significant insecurity in the private sector.  Companies that entered 

Zambia with certain expectations suddenly found that their financial 

assumptions were no longer valid and they lacked any recourse with the 

state.  Not only did this demonstrate the GRZ's inconsistent commitment 

to private commerce, it is said, but it also underscores how weak 

Zambian commercial law is.

20

Recommendations

* The role of the Zambia Investment Centre bears some particular 

attention.  It is recommended that if the Investment Centre is to remain 

in operation, it should be granted the authority to meaningfully 

expedite the approval of investments.  The necessary legislative changes 

should be made to ensure that once it approves of an investment project, 

its decision is binding and will not be undermined by the actions of 

another agency of a local council.  Similarly, the applying for a 

Certificate should eliminate several other aspects of applying for 

sectoral licenses.  For example, except where a business plan requires a 

specialized technical or scientific level of expertise not available on 

the ZIC staff, only staff from the Centre should require that investors 

submit lengthy and detailed applications.  Thus, the ZNTB, Hotels Board, 

and Department of Immigration should cease requiring investors to submit 

this type of information. Given the thoroughness of the application 

required by the ZIC and the presence of Ministry of Tourism 

representative on the project approvals Board, the ZNTB should consider 

if it is necessary to license a company per se.20

The project approvals Board should be comprised of representatives from 

all of the agencies that are involved in regulating business activity, 

including the Ministry of Mines and the ZNTB, and the decisions they 

make should be final and rendered promptly. A board structure that 

accommodated the sectoral interests of agriculture, tourism, 

manufacturing, and mining through the creation of subcommittees might 

also be considered.20

* It is worth noting that a low flat corporate tax is more desirable 

than a series of specific incentives that need to be applied for 

individually.  For example, Hong Kong offers no investment incentives 

but has a 16.5 percent flat tax.  This system is preferable because it 

is attractive enough to be competitive, easy to administer, implement, 

and monitor, non‑distortionary, provides equal treatment to all 

businesses, and fiscally conservative. However, if, for political and 

budgetary reasons, a highly competitive and neutral environment such as 

Hong Kong's cannot be created, then performance‑based export incentives 

should be considered.  Global experience shows that when incentives have 

been offered, they have been found to be most effective when designed as 

export incentives.  That is because export incentives have less impact 

on government revenue and are more critical in attracting investors.  If 

Zambia wants to increase its manufacturing and agricultural processing 

industries, it should consider introducing export oriented incentives.

The GRZ should consider including the import and use of tourism's raw 

materials ‑ fuel, communications charges, cars and spare parts, food, 

beverages, and alcohol ‑ in existing VAT rebate and import reduction 

schemes.  The government should also do all it can to increase the flow 

of visitors to Zambia, including eliminating the $10 border visa for day 

visitors coming from Zimbabwe. 20
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Chapter 6:  Operating

There are several aspects of operating a business in Zambia that require 

interaction with the government.  Clearing imports is among the most 

serious operational problems faced by businesses in Zambia.

6.1 Importing and Exporting

Customs procedures affect new business operations in many ways.  Most 

firms rely on imports for initial capital equipment and for needed 

production materials and supplies.  Exporting firms rely on timely 

clearances to expedite shipments and for documentation to secure 

rebates.  Manufacturing and agricultural enterprises are particularly 

sensitive to delays in receiving needed inputs. This section covers 

required procedures for goods clearance, as well as various duty payment 

schemes, such as duty drawback, bonded warehousing, and rebate 

manufacturing.

Registration as Importer/Exporter20

There is no need to register with GRZ to import into Zambia and most 

goods may be imported without restriction.  However, the importation of 

certain goods is permitted only after obtaining an import license from a 

regulatory authority.  For goods subject to restriction, importers must 

be in possession of the required license before the date of shipment.  

The licensing authority varies in accordance with the type of restricted 

good to be imported.  For example, importers of seeds must apply for a 

license from the Ministry of Agriculture, and chemicals, insecticides, 

and pesticides must be approved of by the Environmental Council of 

Zambia, a regulatory body that implements policy on behalf of the 

Ministry of Environment. Similarly, companies seeking to import aircraft 

must seek approval from the Ministry of Transport and the Department of 

Civil Aviation.  Customs officials will check to insure that importers 

have the required license when clearing goods.20

Exporters are no longer required to register with the Commissioner for 

Customs & Excise so long as the exporter represents a company registered 

with ZRA for general tax purposes and the Registrar of Companies.  For 

statistical purposes, however, the Export Board of Zambia requires that 

Customs collect an Export Declaration Certificate, Form EXD, at the 

point where exports leave the country.  These forms are imprinted with a 

serial number and, for security reasons, may not be duplicated.

Special Import/Export Licenses

Depending on the type of substance and its use, manufacturers, 

importers, and exporters of chemicals, pesticides, and toxic substances 

need to register with the Environmental Council of Zambia.  Zambia 

regulates the movement of such substances by issuing licenses to 

companies who engage in making or transporting these goods. 20

To import or export chemicals, pesticides, and toxic substances a 

company must  complete one of several license application forms (PTS 1, 

3, 5, 6) in triplicate and submit it to the Council at least 90 days 

prior to shipping.  Once an application is approved, an official 

Certificate of Registration (PTS Form 2 or 4) will be issued.  The fee 

for applying form one of these Certificates is K525,000 (US $284).

There are a few products that are currently subject to export control 

and licensing.  Exporters should apply for the required permit directly 

from the government agency that controls the specific product in 

question.  Currently restrictions exist on some agricultural goods, 

animal products, gems, and minerals. 20

For health and safety reasons, certain agricultural and animal goods, 

such as processed meats and tanned goods, are required to be inspected 

by the Ministry of Agriculture and the local council prior to export. 20

Live or dead endangered species are prohibited exports. 20

In addition to filing out Form EXD, vendors of minerals and metals for 

export must have their products valued by "an approved valuation 

officer," a list of whom can be obtained from the Ministry of Mines.  

Additionally, the export shipment must be supported by a letter obtained 

by the Ministry of Mines. Gemstone and gold sellers must register with 

the Ministry of Mines and obtain a Gemstone Sales Certificate and Gold 

Dealer's License, respectively.  The Gemstone Sales Certificate and Gold 

Dealer's License cost K180,000 (US $97) each. For countries that require 

a Certificate of Origin, an exporter can contact the ZRA.  20

Customs Clearance

The Customs and Excise Division is responsible for administering the 

following:

* Collection and management of Customs & Excise duties and other duties;

* Licensing and control of warehouses and premises for the manufacturing 

of certain goods;

* Regulating and controlling imports and exports;20

* Enforcing import and export restrictions and prohibitions; and

* Collecting import duties, VAT on imports, excise duty, import 

declaration fees (IDF), and dumping duty and surtax.

Importers are required to pay duties when goods are cleared from 

customs.  Zambia's tariff structure has been simplified in recent years 

to a four band system with rates of tax at 0%, 5%,15%, and 25%.  When 

importing goods to Zambia, VAT is assessed on top of excise and other 

import duties.

Customs Clearance Procedures

Import Process

Most transactions, including those at Chirundu, Lusaka, Livingstone, and 

one other entry point, are covered by a Single Bill of Entry, Form 

CED‑20.

To process goods for final clearance at the border, an importer must 

present a CED‑20 Form plus the following additional documents:

* commercial invoices stating an item's value and quantity;

* cargo manifest stating which containers in a shipment belong to whom;

* packing list describing the contents of each container;

* Clean Report of Findings (CRF) issued by SGS for goods valued in 

excess of US $2,000;

* bill of lading (for goods shipped by sea) or an airbill (for goods 

flown into Zambia);20

* export or transit shipment documents from countries that the goods 

have passed through;

* import permit, if required; and

* an Investment Center License and schedule of duty exemptions (if 

applicable).20

If an importer is bringing in goods scheduled for duty exemption, he or 

she can request that the ZIC produce a schedule listing the items to be 

imported and the special duty rates that apply.  This schedule is sent 

by the ZIC to Customs headquarters in Lusaka for review with a copy 

given to the importer.  If the ZRA agrees with the ZIC's assessment of 

the duties, ZRA will send a "memo of advice" to the border post 

approving of the schedule.  The memo of advice is usually faxed to the 

border post and this process usually takes one to three days.20

Import clearance procedures at the different border posts vary to some 

extent, but the process observed at the Chirundu border post, Zambia's 

busiest, is representative.   When a truck arrives at the Zambian 

border, the following steps are involved in clearing goods:

1. the driver must park on the Zimbabwean side and walk across the 

bridge that connects both countries;

2. the driver enters the customs and immigration station and surrenders 

his or her passport and cargo manifest during clearance.  This ensures 

that the driver will not attempt to leave before his goods have been 

cleared;

3. the driver meets a freight forwarder or importer to coordinate 

presenting the required documentation to customs;

4. the freight forwarder takes all of the relevant and completed 

documents to the Cash Office within customs;

5. depending on the location of clearance, this first official will 

forward the import documents to the Examining Office, the Computer 

Office, the Receipt in Bond Office, and back to the Cash Office;

6. depending on the availability of space, after the forms are filed the 

driver parks on the Zambian side of the border to wait for clearance to 

proceed;

7. if not undergoing final clearance at the border, the shipment's 

documents are designated for clearance in land or for transit travel;

8. if undergoing final clearance at the border, duties are collected and 

a numbered receipt is given to the importer along with a copy of the 

CED‑20 form;20

9. the freight forwarder informs the driver that the shipment has been 

cleared;20

10. the driver returns to immigration and customs to collect his 

passport and shipping manifest; and

11. the shipment departs.

During the clearance process, customs reviews the importer's documents 

to see that the goods being imported match the goods listed on the cargo 

manifest and, if applicable, the ZIC schedule.  If an importer does not 

have a ZIC Investment License and can not, therefore, get a ZIC schedule 

he or she may seek a refund of the duties charged after paying up front 

during clearance.  Duties can be paid in cash, certified and bankers 

checks, and with a company check if the company has pre‑registered with 

the ZRA. All required documentation must be submitted to customs before 

goods can be cleared.20

Customs reports that it inspects approximately 15 out of every 100 

shipments.

To process goods for clearance inland, which is the preferred method of 

clearing goods, an importer must present the same documents as above. 

Importers can choose to clear goods at the border of entry or inland 

through a Receipt in Bond scheme.

To pre‑clear goods, an importer needs to present:

* airway bill or bill of lading;

* CRF from SGS for goods valued in excess of US $2,000;

* commercial invoices stating an item's value and quantity;

* an Investment License if intending to claim lower duty rates;

* the duty amount; and

* a schedule of goods.

The official target for clearing goods by the ZRA is three days, but 

individual customs posts set various targets.  For example, customs 

officials at the Makeni Dry Port, which handles goods classified as 

"high risk" (see "Customs Annex A" in Annex B of this report), suggest 

that they are committed to clearing goods within six days.  In contras, 

customs officers at the Lusaka airport state that they almost always 

clear goods within two days and can clear perishable items within one 

day.  The clearance of imported goods at Chirundu, the border crossing 

through which an estimated 80% of Zambia's imports pass, typically takes 

between three and five days.  The Chirundu border post processes 

approximately 80 trucks per day.20

The hours of operation of customs also varies from post to post.  For 

example, Chirundu processes imports from 8:30 am to 6:00 pm daily, with 

an hour for lunch from 1:00 to 2:00 pm during which key officers are 

likely to be unavailable.  The Makeni Dry Port, which is scheduled to 

cease operating in mid‑June, 1998, is open Monday through Friday, 8:00 

am to 5:00 pm, with an hour for lunch from 1:00 to 2:00 pm during which 

key officers are likely to be unavailable, Saturday, 9:00 am to 12:30 

pm, and is closed Sundays. 20

While the ZRA is moving toward standardizing its customs declarations 

forms and procedures, to date some border posts use different forms and 

some are not capable of processing exports or imports for final 

clearance.

Freight forwarders and clearing agents are required to keep copies of 

all of the previous five years' import documentation.  Reportedly, this 

documentation is occasionally inspected by the ZRA for accounting and 

statistical purposes.

Refunds, Remissions or Rebates of Duty

Deferment of Payment

An import VAT deferment scheme is available to registered, "tax 

compliant" businesses. This facility permits allowable goods to be 

imported effectively VAT free and avoids the cash flow burden of paying 

the tax at importation and waiting for a month or so before it can be 

reclaimed. If the import VAT deferment facility is sought then a 

separate application should be made after VAT registration. To be 

granted deferment rights, a company must fill out a VAT Deferment Form 

and submit a business plan or "other proof of investment."  The 

application should give details and estimated values of the goods 

intended to be imported using this scheme.  In general, registering for 

VAT deferment takes one to three days. When approved, a company is 

issued via letter a VAT deferment approval number that should be quoted 

on VAT Forms 200 and 203.

When clearing goods, an importer should provide customs with a schedule 

of the goods to be imported and certify that they are to be used to 

produce taxable goods and services.  The approval is restricted to 

capital goods, but does not include:

* motor cars (including "saloon cars," "twincabs," and station‑wagons);20

* domestic and household items and electrical appliances (including 

televisions, refrigerators, and furniture); and20

* items of personal nature (including musical instruments, watches, and 

clothing).

Duty Drawback 20

A duty drawback scheme provides refunds for import duties paid on 

materials used in the production of an export.  Manufacturers may apply 

for refunds upon export of the final product.  Manufacturers must 

provide clear documentation to reconcile imported materials with 

exports.

Bonded Warehouses

The Commissioner‑General of Customs reserves the right to appoint and 

license bonded warehouses and will also ascertain the types of goods 

permissible in the warehouse.  Goods can be placed in approved 

warehouses and secured without payment of duty.  All goods, which are 

warehoused can only be cleared and removed from bond once duty has been 

paid, subject to the condition of bond.  Secure bonded warehouse 

facilities are available at all points of entry and may be used to store 

imported goods without payment of duties until required for use, resale, 

or re‑export.  Goods withdrawn from a bonded warehouse are liable for 

the duty applicable at the time of withdrawal.

Warehoused goods can change ownership while under bond.  In order for 

the goods to be recognized by the Commissioner as a change in ownership, 

a notice of transfer in writing has to be given to him by the owner of 

the goods prior to the transfer.

Clearing Agents  20

Over 70 international and local clearing agents/freight forwarders 

operate in Zambia to attend to all formalities necessary for the 

clearance of goods through customs, including any required permits, 

documentation, payment of duties, port charges, forwarding, transport 

costs, and bonded warehousing.  In addition to registering for a customs 

code, clearing agents are required to put up a bond.

Exemptions from Duty

Any person entering Zambia must report to the customs office and make a 

declaration of goods on a standard customs form.  The following classes 

may be able to attain a rebate, subject to satisfying certain 

conditions.

Investors

Holders of an Investment License with special incentives issued prior to 

27th January, 1996, under the Investment Act, enjoy rebate on approved 

goods intended for the investment venture.

Commercial Travelers

Product samples that are intended solely for use in business and not for 

resale may enjoy a rebate.  The traveler will have to be a 

representative of a firm outside Zambia and travelling with samples of 

his own wares.  Upon entering and leaving Zambia, the traveler should 

provide to customs a list of all samples he is carrying, described to 

specification, showing the values and country of origin.

New Residents

Individuals who arrive in Zambia to take up residence or resume 

employment will be exempted from duty in respect of household and 

personal effects excluding motor vehicles.  The new resident should, 

however, be in a position to provide information or documentation 

showing the date of arrival in Zambia and that he has been residing 

outside Zambia for more than 5 years.  He should also prove that the 

effects on which the exemption is being claimed were actually his 

property before departing for Zambia.  Residents leaving Zambia should 

ensure that they have the articles registered with Customs and Excise 

Officers before their departure.  This will facilitate their clearance 

of re‑importation upon their return.

Tourists

Temporary importation and goods not intended for consumption are exempt 

from duty.  However, goods are regarded as temporarily imported for 

twelve months only, thereafter full duty will apply.

Diplomats

If goods are supplied directly to a diplomat accredited to Zambia, duty 

will not be levied.  This is in line with Article 36 of the Vienna 

Convention on diplomatic relations as applied by the Diplomatic 

Immunities and Privileges Act.

20

Tax Rates

Import Tariffs

In compliance with the initiative set by the General Agreement on 

Tariffs and Trade (GATT), Zambia has been consistently following a 

policy of reducing tariff levels. Significant rate reductions were made 

in the 1996 Customs Amendment Act. The current rates of importation duty 

are set at 0%, 5%, 15%, and 25%.

Imports originating from COMESA countries enjoy a further 60% reduction 

over the normal prevailing rates, with the object of encouraging trade 

between COMESA member countries.

Import Declaration Fee (IDF)

Payment of the Import Declaration Fee (IDF) is done at the importer's 

commercial bank at the point of ordering goods. The current rate of IDF 

is 5% on Cost, Insurance and Freight (CIF). IDF is charged on imported 

goods whose value exceeds US $500. If not paid through a bank in 

advance, the rate rises to 10% payable directly to customs.  This 10% 

rate includes the actual 5% IDF fee and a 5% penalty.

VAT

Payment of import duty and Import VAT arises at the point of 

importation, but there are a few cases where goods are placed under bond 

and payment is made at a later date.  Importers are required to produce 

bills of lading, invoices or other document relating to the goods 

imported to Custom officers, except where:20

* Goods are imported temporarily;

* Goods are passenger baggage and not merchandise;

* Goods are not merchandise or goods imported in the baggage of 

passengers;

* Merchandise is valued at not more than US $150.20

The current rate of VAT, which is charged on most imports, is 17.5%.

Excise Duties

Certain goods are subject to excise duties in addition to other taxes. 

Excise duty is charged on such goods as alcoholic beverages, soft 

drinks, tobacco, hydro‑carbon oils, tires (both imported and 

domestically manufactured), and electrical energy.  Excise duty rates 

range from 0% to 135%.  Some key excise tax rates include:

* Finished Goods 25%

* Intermediate Goods 15%

* Raw Materials 5%

* Agricultural Machinery 0%

Export Process09

Before exportation, exporters are required to provide information 

relating to the bill of entry showing full details and particulars of 

goods and their destination and any other information that may be 

requested by the officer, except where:20

* The goods are exported temporarily;20

* The goods are exported after having been imported under special 

arrangements; or20

* The goods consist of the passenger's baggage and not merchandise.20

Exporting non‑sensitive goods involves presenting an EXD form to an 

exporter's commercial bank and, in some instances, the Bank of Zambia.  

The EXD form is eventually collected by the Export Board of Zambia and 

used for statistical calculations.  To expert, the following steps are 

required:

* the exporter brings the EXD form to a commercial bank, which will 

stamp and sign the EXD form;

* depending on the type of goods being exporter, the exporter then 

brings the EXD from to of the Bank of Zambia for a signature and stamp;

* upon arrival at the border, an exporter's agent or the driver will 

present the completed, stamped, and signed EXD form to customs;

* the exporter is also required to present a commercial invoice and an 

export permit, if required;

* a customs officer will examine the form, check the validity of the 

stamps, and issue a tracking number for the goods;20

* the driver goes to immigration to have his passport checked and 

stamped; and

* the goods depart from Zambia. 20

If all the documentation is in order, this process usually can be 

accomplished in a matter of hours.20

The export of some goods, including minerals and animals, requires 

having an appropriate license, usually issued by the line ministry 

concerned.  While customs generally does not inspect shipments bound for 

export, occasionally a truck is searched for smuggled wildlife or 

gemstones.

For the purposes of VAT, exports can be zero‑rated under some 

conditions.  To zero‑rate exports a supplier must supply:

* Commercial invoices;

* Certified copies of all the documents presented to Zambian customs 

during export clearance;

* Certified copies of all customs import documents from the destination 

country; and

* Proof of payment from the purchaser abroad.

6  Analysis

Issues

By all accounts, Zambian customs has made dramatic improvements in 

recent years.  Whereas over 34 forms were once required to clear goods, 

now only one is used in most areas.  Typical clearing times have fallen 

from over 20 days to three or four.  Further, investors report that some 

senior customs officials have sought the input of the private sector and 

improved information sharing about procedures.  Timely and predictable 

import clearance time are of great importance to both new and existing 

businesses.  Yet there are several areas in which improvements can be 

made. 20

* Customs' procedures, capacity, and performance criteria vary from post 

to post, limiting the import/export options of businesses and increasing 

the learning curve of customs officials who are transferred to a new 

post.  Similarly, clearance times vary from post to post and from 

shipment to shipment, and the ZRA's official commitment to clear goods 

within three days is not uniformly adhered to by officials at the 

borders.  Hours of operation also vary. The capacity of customs 

officials to process goods quickly varies from post to post.  For 

example, officials at the Lusaka Airport report being able to clear 

goods, on average, within two days, while officials at the Chirundu 

border post suggest that three days is more typical for them.  

Additionally, some border crossings are unable to clear exports or 

perform final clearance, potentially burdening importers and exporters.  

* Although duty drawback has been available for exporters in Zambia for 

several years, ZRA officials report that due to a lack of clear 

guidelines and administrative constraints the scheme has been virtually 

inoperable.  Businesses that used the duty drawback mechanism reported 

delays in getting refunds of up to 18 months, with nine months being 

typical

* Importers complain that many frontline customs officials lack the 

training and expertise required to quickly process imports and exports.  

Businesses note that customs officials regularly rotate to different 

posts and new policies are frequently introduced, increasing the 

learning curve of customs officers.  This problem is not only confined 

to the junior staff, however, and importers note that there has been 

high turn over in the leadership of customs in recent years.  Factors 

that negatively affect the level of training and expertise of Zambian 

customs officials contribute to delays and conflicts during the import 

and export process.

* An average clearance time of three to six days ‑ and many importers, 

freight forwards, and clearing agents have reported several instances 

where clearance has taken much longer ‑ puts Zambia at a disadvantage 

compared to several of its neighbors and other countries generally.  One 

freight forwarder reported that his company could attribute 312 days of 

delays in a single year due to delays with customs.  Freight forwarders 

estimate that they pay an average of US $50‑100 per day in demurrage 

charges.  At Zambia's phase of development, the timely and predictable 

importation of capital goods and raw materials greatly affects the cost 

effectiveness of Zambian business.  Pre‑clearance procedures, which are 

intended to save time for the well‑prepared importer, reportedly have 

little impact on the speed with which goods can be imported.  While the 

one lane bridge at Chirundu and thin, winding roads in Zambia are part 

of the reason for the length of time it takes to import goods into 

Zambia, customs can improve its process.  It is difficult to pinpoint 

which of the five customs offices is responsible for excess delays.  

Customs officials suggest that delays are due to importers and freight 

forwarders who do not have their paperwork in order.

* One specific area of concern was customs tendency to ignore SGS' 

valuation whenever it fell short of customs own higher assessment of 

duty rates.  The frequency with which customs re‑inspects SGS certified 

shipment's is also a source of concern for importers and represents an 

unnecessary step in the import process.  Currently, customs does not 

have an effective random inspection system in place, and customs 

officials confess that the agency lacks the resources and skills to 

effectively combat smuggling.  The assessment of an imports value, many 

businesses allege, is not based on a clear understanding of the market 

worth of an item or a consistent policy of following custom's rate book 

versus SGS, but rather customs charges the highest duty in all 

circumstances.20

* Further, clearing agents and importers report conflicts with customs 

in defining the nature of and tariff rate assigned to certain goods, 

especially in the areas of new technology and chemicals.  As a result, 

an importer must either pay a higher duty than legally stipulated or 

spend time and money in demurrage charges trying to seek support from 

the ZIC or whichever Ministry authorized its import schedule.  For 

example, if customs does not agree that a certain item qualifies to be 

zero‑rated under the Investment Certificate the following chain of 

events is typical:

1. a customs will generally charge the duty they see fit;

2. the importer, when he or she learns of being charged a higher than 

expected tariff, will then respond by arguing with customs about the 

meaning of the schedule and the classification of the items in question. 

 Usually, customs demands clarification from headquarters in Lusaka but 

reportedly the importer is responsible for initiating a double check of 

the schedule;

3. the importer calls the ZIC or whichever agencies is responsible for 

licensing the tariff reduction and urges a staff member to call the 

Lusaka headquarters of customs;

4. typically, the ZIC (or Ministry staff member) will talk with customs 

at the point of clearance to learn about the dispute and get a 

description of the item;

5. then the ZIC (or Ministry staff member) will call the ZRA's central 

office and reaffirm that the investor has imported the item he or she 

claimed and is therefore entitled to the exemption that was indicated on 

the ZIC import schedule; and20

6. then customs in Lusaka will communicate this authorization, sometimes 

in writing and other times verbally, to the border post. 20

Depending on the availability of key staff in the Lusaka Customs & 

Excise Department, if communication links between Lusaka and the border 

are not functioning, and if the ZIC or customs personnel are technically 

unfamiliar with the item being imported, this process can take up to two 

days.

* The cost of doing business in Zambia is negatively affected by its 

underdeveloped infrastructure, and the import and export processes are 

particularly beholden to the state of the country's transportation and 

communications systems.  Considering that so much of Zambia's trade is 

conducted across the Chirundu border post, the size of the bridge, road, 

and truck parking areas are woefully inadequate.  Roads throughout 

Zambia, while improving, will need to be widened to accommodate 

increasing traffic.  Zambia's railway system is notoriously poor due to 

a lack of engines, small and mismatched track gauges, a lack of loading 

cranes and related equipment, a need for general repairs and 

modernization, and staff training.

* In a country where complaints about smuggling are widespread, issues 

of transparency in customs is a significant concern.  Several company 

representatives allege that politically connected individuals are 

regularly allowed to import consignments of goods without adhering to 

normal customs procedures.  This type of smuggling, to the extent that 

it exists, undercuts the prices of legitimate businesses and creates an 

unfair playing field for business in Zambia.  To the extent that customs 

officials inspect goods without freight forwarders and truck drivers 

being present, a potential for fraud arises.  To the extent that customs 

does not repack and officially seal shipments after they are inspected, 

opportunities for corruption are created.

Recommendations

Considering the large amount of government revenue that is collected by 

customs in the form of duties, the efficient operation of customs is 

essential.  One import step the Zambian government can make is to 

continue its reforms of customs and improve the processing of imports.  

Additionally, several steps can be taken to increase the efficiency of 

the import and export clearance processes:

* The government should complete the process of standardizing customs 

procedures and forms at all border posts.  The CED‑20 Form currently 

being used in four of Zambia's entry points should become the only 

document in use in the country.  Clear, publicly available guidelines 

should be issued to all customs officials stating the maximum and target 

length of time within which goods should be cleared.  Once these 

guidelines are promulgated, customs officials should be given the 

resources and incentive to adhere to them.  To speed up processing times 

and increase uniformity, hours of operations should be extended and 

standardized. 20

* Additionally, customs officers countrywide should be trained in a 

uniform manner so that all operations officers can perform the same 

duties and within the timeframe established as an internal benchmark.  

If customs officials are to be regularly rotated throughout the country 

as an anti‑corruption measure, uniformity of procedures and quality 

training are essential. Relatedly, measures should be taken to reduce 

damaging turnover in customs' senior staff. 20

* Customs should analyze its procedures and identify ways it can shorten 

the length of time its officers pore over documents.  A three to four 

day clearance time exceeds the regional benchmark and there are numerous 

reports of much longer delays.  Zambian customs should consider 

undertaking some process reengineering to generate ideas and 

implementable solutions to the bottlenecks currently afflicting the 

process.  A typical import file will pass through five offices within 

customs before final entry approval is granted, and each of these 

offices needs to review its operating procedures to ensure that they are 

working as efficiently as possible.

* Customs should clarify its rationale for assessing tariffs and 

consider the long‑term implications of aggressively and inconsistently 

charging the highest duty possible.  Given the fact that SGS ratings are 

frequently countermanded by customs, requiring importers to have their 

goods pre‑inspected amounts to an unnecessary step in the import 

process.  According to many in the private sector, the relationship 

between SGS and customs has always been problematic and if the 

government has concerns about this specific PSI, it should consider 

identifying another company to conduct pre‑shipment inspections.  

Private sector leaders in Zambia have also been critical of SGS' 

consistency in valuing imports.  Customs should either honor PSI ratings 

or stop requiring them. 20

* Relatedly, the frequency with which customs re‑inspects SGS certified 

goods should be reduced to an absolute minimum.  Further, a random 

inspection regime should be instituted to lessen delays.20

* Coordination between customs and various other government agencies 

that authorize duty exemptions and reductions should be improved.  

Customs border officers should either be sufficiently informed and 

empowered to accurately assess which items are duty exempt and duty 

reduced or have more trust in the current system.  Customs should 

develop mechanisms to better train its officers in recognizing and 

appropriately identifying duty reduced/exempt imports.  The frequency 

with which ZIC import schedules are questioned suggests that customs 

does not have sufficient faith in the Investment Centre's assessment of 

tax rates, and this lack of confidence needs to be addressed.  Customs 

officials need to be fully aware of which goods are entitled to duty 

reductions and integrate this awareness in the course of their 

inspection process.  Especially in a country where communications 

infrastructre is unreliable, systems that ensure coordinated action 

among relevant government agencies is essential. 20

When disputes arise, it is unclear why the Lusaka headquarters needs to 

insinuate itself between the ZIC or line ministry and the border post.  

This step adds more time to the import process and also adds an 

unnecessary layer of consultation.  The top officers of a customs post 

and an Investment Centre or appropriate line ministry official should be 

able to resolve disagreements directly.  A quick and efficient dispute 

resolution system, specifying: 1) the type of disputes to be address; 2) 

the actors involved; 3) process for clarifying issues and reaching 

binding decisions; 4) the maximum time allowed for each process; 5) and 

any post‑decision appeal process, should be formalized and explained to 

all customs officers and importers. 20

* Establishing publicly available performance measures for customs will 

lessen the chances that political influence or wealth can pressure 

front‑line customs officers to circumvent normal procedures and allow 

goods to be smuggled into Zambia.  A mechanism should be developed to 

facilitate public‑private cooperation in this area and increase 

information sharing about possible illegal imports and exports. 20

* Because they cause inordinate delays, Zambia should explore other 

methods of quickly and efficiently processing consolidated shipments. 20

Foreign Exchange Control and Repatriating Profits

Significant progress has been made in the liberalization of exchange 

controls in Zambia since 1991.  Following repeal of the Exchange Control 

Act in February of 1994, Zambia established full convertibility in both 

the current and capital accounts and currently there are no restrictions 

on trading Kwacha for foreign exchange.  There are no controls on the 

movement of capital in or out of Zambia, although amounts over 5,000 

U.S. dollars, carried in or out in cash or travelers checks, must be 

declared..  Bank accounts may be held in local or foreign currency, and 

funds are easily transferred out of the country or held offshore. 20

A number of "bureau de change" now compete with banks in Zambia to buy 

and sell currencies.  Most banks' foreign currency transactions use spot 

rates.20

Domestic financing is in short supply except for export‑oriented 

production.  Although interest rates have declined sharply since January 

1997, rates are still high enough to make medium or long‑term borrowing 

unfeasible.  Short‑term borrowing is available, but expensive.  Many 

businesses either self finance or seek finance outside the country, in 

hard currency.

A number of merchant and commercial banks, which are not legally 

differentiated under Zambian law, exist in Zambia.  Although these banks 

finance only short‑term loans, they can help finance imports and 

exports, process commercial letters of credit, and manage foreign 

currency accounts and transactions.  Foreign investors can compete with 

Zambians on equal terms to get access to local finance.

Repatriating Profits

Companies operating in Zambia can repatriate 100% of their profits and 

deposit funds in any bank.  For tax purposes, the ZRA requires that 

companies report all income, dividends, and other revenues, but if taxes 

are paid there is no restriction on where a company's money is deposited 

or reinvested. 20

Analysis

Issues

* Despite years of effort, Zambia is still heavily reliant on imports 

for consumer and capital goods alike.  Considering its need for imports 

and limited sources of foreign exchange, Zambia is vulnerable to 

external economic shocks and a lack of investor optimism.  Currently, 

Zambia faces a crisis of confidence over the pace of privatizing the 

rest of its large copper mines, risking the support of private 

investors, multilateral lending agencies, and currency traders alike.  

World Bank estimates that the mines are losing US $1 million per day and 

that Zambia has only two months of foreign currency reserves indicate 

that without rapid progress in selling ZCCM's last major components 

Zambia could enter a new era of economic instability, high inflation, 

and slow GDP growth.

* The liquidity of local and international banks in Zambia remains a 

concern.  A recent wave of bank failures underscored that regulatory 

weakness and liquidity problems can combine to cause major problems in 

the financial sector.

* Investors in Zambia often report delays in getting access to foreign 

currency and, due to consistently high interest rates, difficulty in 

negotiating long‑term loan financing.  Foreign companies with offshore 

banking accounts have easier access to long‑term financing, but local 

investors are often unable to find adequate funding for expansion 

projects or new investments.

Recommendations

* Like many developing countries, Zambia has real concerns about having 

enough foreign exchange on hand to finance crucial imports.  Quickly 

privatizing ZCCM's remaining assets should increase investor and lender 

confidence, usher in a new wave of investment to upgrade the mines' 

facilities, and improve Zambia's prospects for acquiring more foreign 

exchange. 20

* Given the recent number of bank failures, the government should review 

its current banking regulations to assess if oversight mechanisms are 

inadequate or poorly enforced.  Encouraging a mix of international and 

Zambian banks to operate in the country should increase healthy 

competition and strengthen the financial sector. 20

* Sources of short‑term financing need to be identified, especially in 

the agricultural sector.  Regulatory changes should be made to allow 

leaseholders to use their right to title as collateral for borrowing.  

Further, public education campaigns should be undertaken to increase 

mass awareness of savings mechanisms, mobilize untapped financial 

resources in the informal sector, and the need to formally acquire title 

to land.  As banks increase their liquidity and the public becomes more 

familiar with private sector borrowing, the supply of loanable funds 

should increase in Zambia.
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Objective

The objective of this chapter is to review economic trends in Zambia's 

agricultural and, to a lesser extent, tourism sectors and provide an 

analysis of their future direction and their impact on small farmers and 

the rural population. 20

Methodology

The methodology primarily involved collection of statistical economic 

data through various sources in Zambia and conducting in‑depth 

interviews with players in the Zambian agribusiness and tourism sectors, 

as well as officials of the government and donor community.  Following 

this data collection period, historical trends, policies and anecdotal 

information were coalesced to form the following chapter. The study was 

carried out in late May and early June 1998.

Introduction

Zambia has done a remarkable job of turning its economy from a centrally 

planned to a market‑driven orientation.  One of the major milestones in 

this process has been the successful privatization of the entire 

agribusiness sector.  At the time this report was prepared, only a 

handful of minor agribusiness firms have yet to be privatized, and even 

these few firms are in preparation for privatization.  It is expected 

that within two years the state will be no longer involved in commercial 

operations of agribusinesses. 20

Agribusiness investments peaked in 1995.  In addition to investments in 

agriculture through privatization, Zambia also saw private sector 

startup capital flowing into the sector during the mid‑1990s.  Since 

this period, capital flow into the sector has fallen; however, export 

earnings, employment levels and other indicators of economic activity 

have all risen in the sector.  This fact can be explained by the lag 

time needed between initial investment and the businesses working 

through the startup phase to reach higher levels of operating efficiency 

and profits.  Also contributing to the increased export earnings within 

the agribusiness sector have been the high world cotton prices seen in 

1996 and 1997.  Since the Asian economic crisis of late 1997 cotton 

prices have fallen.  This will reflect negatively on Zambia's balance of 

trade in 1998. 20

Regardless of the Asian economic situation, the outlook for Zambian 

agribusiness appears bright.  After a period of digestion in 1997 and 

early 1998, several large‑scale agri‑processing projects with links to 

small farmers are moving out of the design phase and into 

implementation.  The oilseed sector and dairy sector are leading the way 

in near‑term capital investments.  Both of these industries rely heavily 

on the participation of small farmers to provide raw product for their 

processing plants.  Companies such as Lonrho Cotton and Clark have shown 

that international agribusiness' self‑interests can run parallel with 

the interests of small farmers in Zambia.  A case in point is Lonrho and 

Clark's willingness to keep farmgate prices paid for cotton to small 

growers at or near 1997 levels, rather than pass on depressed market 

prices to small farmers and risk losing their raw product supply base.  

In this case, the cotton buyers view a consistent raw product supply to 

be more important than short‑term profits and they are willing to 

squeeze their own margins to ensure a long‑term consistent supply of raw 

product. 20

Zambia's agricultural sector, in the medium term, will continue to grow 

at a rate faster than the general economy.  It is assumed that Zambia 

will successfully privatize its mining sector by the millennia and that 

privatization will lead to an overall increase in the growth rate of 

Zambia's GDP.  If so, the agricultural sector is unlikely to surpass the 

mining sector as the lead export earner in the country.  If, for some 

reason, the government cannot privatize the mining industry (which is 

unlikely), and current downward trends in the manufacturing sector's 

contribution to GDP continue, agriculture probably will become the 

leading sector in the economy in terms of export earnings, employment 

and other major measurements.

The government of Zambia has been courageous in its implementation of 

market oriented economic policies.  However, seven years after 

initiating this change, the will and vision of some of the government's 

managers and politicians appears to be weakening.  An example 

illustrates this slowing of momentum within the public sector.  One 

story repeated by both government officials and farmers in Zambia is 

that of Zimbabwe potatoes being dumped into the Lusaka market by 

regional traders.  The Zambians contend that the Zimbabwe government 

subsidizes the production of potatoes through reduced prices of 

agricultural inputs such as fertilizers.  These government subsidies are 

large enough that a Zimbabwean farmer can sell potatoes in Zambia for 

less money than a Zambian farmer can grow potatoes (without subsidies) 

and the Zimbabwean farmer can still make a profit.  Thus, some in the 

government suggest that Zambia should return to subsidizing agriculture 

if only to protect their farmers from outside competition. 20

These allegations may be true, but the policy of heavy subsidies to 

agriculture is not viable in Zimbabwe or other countries.  Zimbabwe is 

already under heavy pressure to control government spending and there 

are signs of social unrest as the government tightens its belt.  The 

Zambian government needs to take a long‑term view of the situation and 

not get distracted by quick fixes, intent on winning isolated economic 

battles but losing the economic war in the process.  The government 

needs to stay focused on creating an economic environment in which 

agribusiness can flourish and compete openly with other regional and 

international players.  A crucial part of creating this supportive 

environment for agribusiness and small scale farming involves reviewing 

how the government interacts with private commerce and helping the 

public sector, at all levels, move toward a more facilitative role in 

its relations with business. 20

1.0
Background ‑ Zambia's Economy

Beginning with the multi‑party democratic elections in 1991, Zambia 

embarked on a path of political and economic reform, which today is 

bearing fruit in the form of greater commercial diversification and an 

increase in economic activity.  Following twenty‑eight years of 

centrally‑planned economic policy, the current government began 

liberalizing the economy through the privatization of state‑owned 

businesses, reduction in barriers to international trade, relaxation of 

monetary exchange controls, and adopting a general laizzez‑faire 

approach to managing the economy.   These new policies reversed years of 

 economic decline that saw the economy shrink at an average rate of 

‑2.2% annually over the twenty‑eight year period in which the 

centrally‑planned economic policy was in effect. 20

1.1
 The Agricultural Sector's Contribution to GDP

Depending on the source of the data, the agri‑sector's contribution to 

GDP varies by as much as +/‑ 5%1.  The following graph is derived from 

data provided by the International Monetary Fund and is generally 

accepted as reliable by the Government of Zambia, as well as the 

international community. 20

As can be noted in Graph 1, "Agriculture, Forestry & Fishing Sector's 

Contribution to GDP," agriculture and the related natural resource 

sectors are becoming an increasingly important part of the country's 

economy.  Much of this increase can be attributed to the increased 

emphasis the government has placed on the agricultural sector through 

such means as quickly privatizing state‑owned agricultural enterprises, 

offering incentives for start‑up agri‑business companies, and marketing 

Zambia's farming potential.  Unlike the post‑independence, centrally 

planned government, which relied on copper, cobalt and other mineral 

extraction to finance state spending, the current government has adopted 

policies that encourage economic diversification, and the agricultural 

sector has been one of the primary beneficiaries of this policy change.  

Today, agriculture contributes an estimated 20% of GDP, making it the 

second largest economic sector in the economy behind manufacturing, 

which makes up about 25% of Zambia's GDP.  If current economic trends 

continue, it can be expected that over the next five years, agriculture 

will replace manufacturing as the leading sector in the economy.   

Historical trends show that this assumption is based on the fact that in 

the past five years,  the manufacturing sector's contribution to the GDP 

has been falling at a rate of about 1% per year, where agriculture has 

been increasing at a rate of about 1.4% per year.  09

Graph 2, labeled "Agriculture, Forestry & Fisheries Sector's Value to 

the Economy" examines the value of the economic sub‑sectors in constant 

1994 prices (in billions of Kwacha).  From the graph, it can be noted 

that the agricultural sector realized the greatest change in economic 

activity, increasing 74% from the period 1994 ‑ 1997.  During the same 

period, the forestry sector realized an increase of 12% in its 

contribution to GDP while the fisheries sector contracted ‑11% between 

1994 and 1997. 20

A significant part of the increased level of activity in the 

agricultural sector can be attributed to new investments.  These 

investments have included the privatization and upgrading of the cotton 

industry, and parallel investments of the spinning industry.  According 

to senior managers at Lonrho Cotton, over 90% of the cotton used by the 

Zambian spinning industry is sourced locally.  This direct linkage 

between farmers, primary processors and value‑added manufacturers has 

resulted in new income generating opportunities.  It is estimated in 

1998 that there are 240,000 small farmers in Zambia producing cotton.  

This represents 40% of all small farmers in the country. 20

Investments in the horticulture and floriculture industries also have 

contributed significantly to the growth in the agricultural sector.  

Although these sectors are capital intensive and investment 

opportunities are out of the reach of small farmers, the sector does 

provide an important conduit of information and technology to the 

nation's agricultural sector.  It also provides training in important 

skilled and semi‑skilled areas of agriculture to workers who can apply 

these skills in other agriculture‑related industries. 20

1.2 
The Role of Maize in the Zambian Economy

Historically, maize has played a key role in Zambia's economy.  By some 

estimates, in 1993, maize made up 45% of commodity share of agriculture 

GDP.  Because of the importance of maize in the economy, economic growth 

has been greatly influenced by the volume of the annual maize crop.  In 

years of low production such as 1994 and 1995, the economy saw serious 

contraction and economic hardship.  Conversely, in years with good 

harvests, the economy grew. 20

Zambia's maize crop is primarily rain‑fed.  Variation in maize output 

for the country is closely correlated to annual rainfall.  Because of 

this close correlation and the importance of maize in the agricultural 

economy, the difference between a good rainfall year and a drought year 

can significantly affect the nation's GDP. 20

As will be pointed out later in this document (in section 2.1 graphic ‑ 

Comparative Revenues between the National Maize Crop and Selected 

Non‑Traditional Agri‑Exports),20

maize is becoming less important to the economy over time.  In terms of 

export revenues, maize exports have not exceeded export revenues of 

non‑traditional agri‑exports since 1993.  In 1994, agri‑NTE value 

exceeded that of maize exports and agri‑NTEs have surpassed maize in 

export revenue generation ever since.  This trend has been fueled, in 

part, by small farmers shifting from a near mono‑crop situation with 

maize, to a mixed cropping system, where maize is planted for food 

security reasons and cotton, ground nuts or other commodities are 

produced as a cash crop.  Assuming that maize prices stay within their 

normal and expected trading ranges in the foreseeable future, this trend 

is likely to continue.  Small farmers are making a rational economic 

decision by planting cash crops over subsistence crops. 20

1.3
Links between Natural Resources, Agriculture, and Rural Incomes

As the agricultural economy becomes more diversified in terms of both 

products and markets, the nation's maize harvest will have a smaller 

effect on the GDP.  Zambia's traditional dependence on maize involved 

considerable risks and yearly instability and thus this diversification 

will improve economic security and stability for the economy as a whole. 

 Nevertheless, even with greater diversification in the sector, hundreds 

of thousands of small rural farmers and their families remain dependent 

upon a good maize harvest for a large part of their economic security.  

Crop diversification by small farmers into cotton, oilseeds, and other 

products, will reduce the risk to the small farmer, and policies which 

encourage diversification for both the large and small farmers should be 

(and are) encouraged for economic, as well as food security reasons. 20

Data presented in the graph labeled "Agriculture, Forestry & Fisheries 

Sector's Value to the Economy" reveals that the greatest growth and 

opportunities to increase rural incomes are in the agricultural sector.  

Although there is potential growth for the tourism sector through 

development of game parks and other attractions, the current 

infrastructure constraints facing the tourism industry will not be 

overcome quickly.  There are isolated opportunities, such as providing 

vegetables to the tourist‑oriented food service industry in 

Livingstone/Victoria Falls, as well as a few other areas; however, the 

volumes of required products are relatively small and the quality 

requirements are high.  It is likely that this market will be serviced 

by medium and large‑size farms, which have the on‑farm infrastructure 

and handling know‑how to deliver a quality product to the market in a 

timely manner. 20

1.4
Tourism's Contribution to GDP

The impact of tourism on GDP is a matter of statistical debate, with 

different sources citing different figures.  Most sources agree that in 

1996 investment and GDP related to tourism began to increase 

significantly over previous years.  The IMF reported that the hotel and 

restaurant fraction of the economy's contribution to GDP was 3.6% in 

1996.  A high estimate suggests that tourists account for 25% of all 

food and lodging revenues generated in the country.  Further, the food 

and lodging component is usually the largest component of total 

expenditures for a vacation holiday (realized by companies within Zambia 

‑ i.e., exclusive of international airfare).  Given these basic 

assumptions and IMF estimations, it is likely that tourism 

(optimistically) accounts for less than 10% of GDP.20

According to data provided by the British Embassy Commercial Section, 

tourism plays a larger role in the Zambian economy.  Including game 

park, river sport, and other activities, British data says that tourism 

accounted for 17.7% of the total GDP in 1996, which translated to about 

880 billion Kwacha.  This estimate is taken with a note of caution, as 

British GDP numbers in agriculture and mining tend to vary significantly 

from those used by the IMF and U. S. government.  The exact methods used 

by the British Embassy for calculating contribution to GDP are not 

clear, but appear to be significantly different by those used by other 

donors.  It is important to note that economic forecasting and analysis 

is not a precise science, and that variations, such as those seen 

between British and IMF, are not uncommon in less‑developed economies.

The Zambian National Tourism Board (ZNTB) estimates that investment flow 

in tourism is likely to increase steadily in the coming years.  The 

success of a deal by South Africa's Sun City corporation to open a major 

resort near Victoria Falls is considered a bellwether for tourism in 

Zambia. 20

Investors in the industry report that despite government pledges to 

encourage tourism's growth, many barriers still confront entrepreneurs 

hoping to start and operate a tourist enterprise in Zambia.  Observers 

close to the Sun City negotiations report that even high profile 

companies pledging major amounts of investment capital still face 

routine, bureaucratic obstacles from senior and low‑level public 

officials and that the process of acquiring title to land is generally 

perceived to be time‑consuming and unduly complicated.  Tourism sector 

businesses also report that few of their inputs are classified as "raw 

materials," and thus there are few tax incentives to lure new investors. 

20

Graph 4 indicates the number of specific investments and the amount of 

capital inflow in the tourism sector in recent years.  1998 data is 

based on the ZNTB's projections and actual contracts signed to date.  

While the number of investments have remained consistent since 1995, 

ranging from 31 to 37 individual green field, renovation, or expansion 

projects, the amount of money involved has fluctuated significantly.  

1995 saw an actual peak of US $25 million flowing into the Zambian 

tourist industry, with 1996 and 1997 inflows falling to US $8 and US 

$7.7 million, respectively.  Much of the variation in investment amount 

is due to the manner in which privatized tourism enterprise were 

scheduled for sale and accounted for in the government ledger.  The 1998 

estimate, which seems optimistic, includes a large but unspecified 

commitment by the Sun City group; if the negotiations fail Zambia's 1998 

investment levels in tourism are likely to be significantly smaller than 

projected.20

1.5 Future Trends in the Agri‑Sector's Contribution to the Economy

As can be noted in the graph labeled "Export Value Trends of 

Non‑Traditional vs. Copper and Cobalt", export earnings of NTE products 

have steadily increased through the 1990's, while copper and cobalt 

earnings have declined.  If these rates of change continue at the same 

rate and direction, it is estimated that NTEs will be of greater value 

than copper and cobalt exports within ten years. 20

It is assumed that the mining industry will be largely privatized in 

Zambia by the year 2000, and with privatization comes investment and a 

revitalization of the industry.  The Zambian mining industry is in dire 

need of significant infusions of capital, modern equipment, and 

technical know‑how, all of which is beyond the capacity of the 

government to provide.  With the increased output of copper and other 

minerals, agriculture is unlikely to surpass the mining industry as the 

lead exporting industry in the near term; however, in the long‑term, as 

mineral extraction costs increase, and mine productivity falls, 

agriculture will eventually surpass mining as the nation's leading 

industry. 20

Looking to the next decade, assuming that the mines are privatized and 

their productivity grows, the size of the nation's economy will also 

increase.  The revitalization of this important sector is expected to 

positively affect other areas of the economy and boost general investor 

and donor confidence in Zambia.  As new investments are made and the 

mines become more cost effective, it is anticipated that mining revenue 

will increase, adding to government coffers through higher tax revenues, 

sparking new demand for goods and services, including agricultural 

products.  Although the contribution to GDP that agriculture will 

provide in the coming decade may not grow significantly in a percentage 

terms, it will grow in an actual sense.  The scenario is that the 

economic pie will be getting larger, not just the agricultural slice. 20

According to officials in the Ministry of Agriculture's Department of 

Policy and Planning, the government is forecasting a GDP growth rate of 

5.5% for the general economy, as well as for the agricultural sector 

annually over the next four years.  In looking at the historical 

numbers, a 5.5% growth rate in the general economy on a consistent basis 

would be exceptional and difficult to achieve.  On the other hand, given 

recent history and the current state of the agricultural economy, it is 

likely that Zambia will see growth in its agricultural sector equal to 

or greater than 5.5% annually in the next three to four years.  The bulk 

of this growth will involve the maturing of the privatized agribusiness 

sector, as well as new investments in food processing, textiles and 

related industries. 20

Small farmers will be an important part of the future growth in the 

agricultural sector.  Recent investments in Zambia's oilseed, cotton, 

spinning, textiles, milling and food processing industries will put 

increased impetus on processors, manufacturers and exporters to source 

raw materials to insure their businesses operate at an efficient level.  

Without protective government policies, the agricultural industries will 

be forced to become more efficient in sourcing its raw materials.  The 

single largest untapped source of raw products in the agri‑sector is the 

small farmer. 20

The constraints that exist for agribusinesses interested in sourcing raw 

product from rural small farmers are many.  The sheer number of small 

farmers, contract management and high cost of transportation make the 

process of working with small farmers challenging.  In addition to these 

costs, agri‑processors and commodity buyers have to deal with the fact 

that often, yields on a per unit area of land are lower than in most 

developed nations.  This further aggravates the cost of management 

issues by requiring processors to contract with a greater number of 

small farmers than compared to competitors in the developed world.  The 

primary reasons for low on‑farm productivity and profit are a lack of 

technical knowledge in production issues, limited financial capital, and 

as poor transportation infrastructure.  Yet, Zambia has been blessed 

with good agricultural soils, climate, and abundant water.  

Unfortunately, the development of irrigation systems to service small 

farmers in Zambia has not been a long‑term government priority.  These 

systems are costly and often environmentally complex; ideally, Zambia 

should take steps to increase its irrigated agriculture.  This would 

reduce weather‑related production risks and give Zambian agribusinesses 

a strategic advantage products over its regional competitors in sourcing 

products.

Policy Concerns

One area of concern exists in the policy arena and its impact on future 

trends in the agricultural sector.  In the course of preparing this 

report, a senior official with the Ministry of Agriculture's Department 

of Planning and Policy stated that "Zambia had probably gone too far in 

liberalizing its economy, and particularly market access, relative to 

its neighbors in Southern Africa."  The official continued to say that 

policies should be put in place to restrict free trade and protect 

Zambian farmers from Zimbabwean and other farmers dumping product in the 

Zambian market.  This same viewpoint was also heard in meetings with the 

local Chamber of Commerce and representatives of Zambia's large farm 

agribusiness community. 20

Rather than focusing on the short‑term solution of increasing trade 

barriers and protecting markets, the government and donors need to 

encourage Zambia's neighbors to level the import/export playing field.  

This can be accomplished by reducing subsidies to farmers, improving 

market access to their countries markets by Zambian exporters, and 

seeking to harmonize the regulatory environment within the region. 20

From a fiscal standpoint, Zambia has serious constraints on the amount 

of money it can allocate toward large‑scale projects in transportation 

and irrigation to reduce production and transaction costs; nevertheless, 

the government needs to develop plans which are supported by donors and 

have a realistic chance of moving forward.  The GRZ needs to seriously 

address and eliminates opportunities for corruption and ensures that all 

funds allocated for major public works projects go toward their intended 

purpose.  The government needs to take a long‑term view in developing 

these projects, as well as continually fine‑tuning the regulatory 

environment to minimize government interference in the private sector.  

Especially in the area of trade and investment, the government needs to 

ensure that various ministries, agencies, and local authorities do not 

work at cross‑purposes.  While many of the macroeconomic reforms are in 

place, the government needs to ensure that its border policy objectives 

are being implemented appropriately.  20

2.0  
Agri‑Sector Performance and Policy Direction

The agricultural sector has responded well to policy changes designed to 

encourage growth.  Much of the growth to date, however, has been 

concentrated in capital‑intensive agribusiness's, such as floriculture.  

The exception to this has been the cotton industry, where competition 

has flourished at the farm level, with numerous buyers competing for 

small farmers' cotton crops.20

Future growth in the sector can be achieved if the impact that 

agribusiness's have on small farmers through contract farming and other 

linkage is broadened.  The Ministry of Agriculture realizes that the 

best way to achieve the goal of increasing income for rural farmers is 

not through more extension services and money poured into crop research. 

 In conversations with Ministry officials within the Department of 

Policy and Planning, it was stated that the Department is now looking 

for ways to shift its focus on developing links with the private sector 

agribusiness community and take a much more commercial advocate 

position.  In reality, the Ministry has few resources that it can put 

forward to achieve these goals, but it appears that managers within the 

Ministry agree with the general position taken by donors that the best 

way to increase incomes among small rural farmers is through fostering 

increased agribusiness activity and not through additional subsidies. 20

It appears that Ministry of Agriculture officials do not have a clear 

notion of how to achieve these goals and linkages.  From time to time in 

the interviews, they would revert back to the idea of "when you don't 

know what to do, do what you know," and in this case, the officials know 

how to hand out subsidies and protect industries.  When faced with 

making decisions on future policy direction, the Ministry suggested that 

the government, chiefly through donor assistance, support rural credit, 

fertilizer, and other subsidized agri‑input schemes.  Once the officials 

were reminded of the low payback rate that these programs have realized 

over the years, they were quick to face reality and consider a more 

economically viable/commercially oriented policy path. 20

2.1 The Non‑Traditional Export Sector

The government of Zambia defines all agricultural products as 

non‑traditional exports.  This view has developed in light of the 

reliance on the mineral/metals exporting industry as the lead export 

revenue earner for the country. 20

The graph labeled "Trends in the Non‑Traditional Export Sector" examines 

the year‑to‑year growth rate of non‑traditional export crops, as well as 

the percent of total exports, which are made up of non‑traditional 

exports.  The graph shows the dramatic increase throughout the decade of 

the growing importance in the non‑traditional export fraction growing 

from less than 10% of total exports in 1990, to nearly 30% of total 

exports in 1997. 20

As can be noted in the graph labeled "Comparative Revenues between the 

National Maize Crop and Selected Non‑Traditional Agri‑Exports," the 

non‑maize fraction of Zambia's agricultural economy has been of greater 

value than the maize component since 1994.  This fact highlights the 

fundamental structural changes taking place in this economic sub‑sector. 

20

As the sector continues to diversify, maize has taken on a less 

important economic role in the aggregate sense.  Ministry of Agriculture 

officials stated that they are concerned with the fact that small 

farmers are less focused on maize.  By reviewing the numbers in relative 

value between agri‑NTEs and maize, it is apparent that many small 

farmers have made an economically rational choice to grow a cash crop 

over a subsistence crop.  The trend of increased interest and focus on 

non‑maize crops will likely continue, as market forces allow small 

farmers to choose between growing a subsistence crop, a cash crop, or a 

combination thereof. 20

2.2 The Agricultural Fraction of the Non‑Traditional Export Sector20

The agribusiness sector has enjoyed some of the greatest success of any 

economic sector in Zambia since economic liberalization.  Agriculture's 

fraction of non‑traditional exports has consistently trended upward 

throughout the 1990's.  In 1997, agricultural products made up 65% of 

all non‑traditional exports.  It is likely that this expansion will 

continue and that agriculture will become an increasingly important part 

of the total export economy. 20

The graph labeled "Trends in Non‑Traditional Export Earnings in Zambia, 

1990 ‑ 1997" examines selected agricultural export product earnings for 

the period from 1990 through 1997.  These products make up the bulk of 

the growth in agri‑NTEs.

Cotton was an extremely profitable export primary product in 1997.  

Given the fall in world cotton prices, it is likely that export revenues 

earned from this commodity will be down in 1998.  Much of the downturn 

in the cotton market can be directly attributed to the turmoil in Asian 

economies.  With fewer buyers in the market, cotton prices are currently 

depressed.  However, cotton processors in Zambia, such as Clark and 

Lonrho, have kept prices paid to small cotton farmers in Zambia at or 

near 1997 levels.  The commodity processing sector realizes that if it 

passes along depressed world market prices to the small farmers, they 

will lose a large part of their productive volume and will find it 

difficult to re‑interest small farmers at a later date, to re‑enter the 

cotton growing business.  It is Clark and Lonrho's philosophy to absorb 

low profit levels during period of weak world prices in order to assure 

a regular supply of raw product from small farmers in Zambia.20

The number of out‑grower schemes (farming under contract) is increasing 

in Zambia.  Lonrho estimates that 40% of Zambia's 600,000 farmers are 

currently involved in some type of cotton contract farming.  This is an 

estimate far more optimistic than USAID's own projection,2  which 

envisions 40% of Zambia's small farmers to be involved in some type of 

out‑grower scheme by the year 2000.  Given the trends in Zambia's 

agricultural economy, it can be expected that even more growth can be 

realized in out‑grower contracting with small farmers.  However, 

infrastructure problems such as poor road systems and high 

transportation costs will eventually inhibit growth and weaken 

competitiveness in this area.20

2.3 Investment Trends in the Agribusiness Sector

During the days of Zambia's centrally planned economy in the 1970's and 

1980's, the country had one of the most controlled and regulated 

economies in the world.  Following the democratic elections in 1991, the 

country reversed policy directions and moved toward a liberalized 

market‑driven economy.  Part of this process involved the development of 

an investment incentive package put in place to encourage investment in 

various sectors of the economy.  The 1991 Investment Act was well 

received and many investors took advantage of its generous tax holidays 

and other provisions.  In 1993, the Investment Act was revised, 

significantly reducing the investment incentives provided to potential 

investors.  The premise for the changes in the Investment Act were based 

on the fact that economic policy was already liberalized in 1993, and 

that further incentives were not necessary to encourage additional 

investment.  In fact, some investment incentives could be viewed as 

discriminatory by businesses already operating in the country.  Given 

this background, the government set out a general pro‑business stance in 

the 1993 Investment Act, which included some of the key provisions 

outlined in the text box labeled "Key Provisions of the 1993 Investment 

Act."  In terms of agribusiness, the 1993 Investment Act provided few 

benefits, with the exception of tax‑free dividends on farm income for 

the first five years, from the date of commencement of farming 

operations. 20

Other incentives provided to agribusiness investors include:

* 100% capital allowance on farm improvements

* zero import tariffs on agricultural equipment

* 15% tax rate applied to farming incomes (as opposed to 30% ‑ 35% to 

incomes from most other sources)

Most of these incentives have been directed toward the farming sector 

and not the down‑stream primary processors and value‑added manufacturing 

businesses.  Investors do not feel that the government's incentives 

alone are significant enough to woo companies to Zambia.  Rather, an 

investor must analyze the financial feasibility of a project, consider 

all of the factors that account for the cost of doing business in Zambia 

versus other counties, and base investment decisions on market‑driven 

factors, rather than government incentive policy.  This is a realistic 

and viable formula for developing the agribusiness sector in the 

long‑term. 20

The graph labeled "Overall Investment in Zambia's Agri‑Sector" examines 

the flow of investments into the sector from 1993 through 1997.  It can 

be noted that both primary agribusiness investment (investment in farm 

operations), as well as investment in downstream agribusinesses 

(agri‑processors, marketers, etc.), peaked in 1995.  Much of this 

activity was driven by the privatization of state‑owned 

agri‑enterprises.  By late 1997, most state‑owned agribusinesses had 

moved into the private sector and investment flows from that point on, 

have been focused on expansion of existing commercial operations (some 

of which were formerly state‑owned businesses) and development of new 

start‑up agribusiness operations. 20

The above graph includes investments registered with the Zambia 

Investment Centre (ZIC) in the area of farms, seed production, 

agri‑processing, textiles (spinning), food, beverage and tobacco, as 

well as the food service sector.  It is not required by law that  

investors register with the ZIC; however, it is felt that most investors 

in the country take advantage of the services provided by the Center and 

register.   Therefore, registration activity acts as a barometer of 

investment activity in the country. 20

The success of Zambia's privatization program has been well documented.  

As of April, 1998, 80% of all businesses listed for privatization had 

been transferred over to the private sector.  Within the agribusiness 

sector, only a handful of firms are waiting to be privatized.  Among 

these are the Mununshi Banana Estate, which is being sold to Central 

African Holdings Ltd., Kafue Textiles Ltd., Nitrogen Chemicals, and 

Zambia Forest and Forest Industries Corporation.  All of these companies 

are listed as being in negotiations with potential buyers or ready for 

privatization. 20

Companies on the list of firms being prepared for privatization include 

six sites owned by the Department of Forestry and Zambia Seed Company 

Ltd.  The Zambia Seed Company could be a difficult sale, as the 

government has cut subsidies to farmers for agri‑inputs, including 

hybrid seed.  Without seed subsidies, demand for hybrid seed has fallen 

dramatically.  The company does not hold patent rights on genetic 

material and therefore can only multiply publicly held germ plasm.  This 

material, although adequate from a Zambian farmer's perspective (in 

terms of yield, quality and disease‑resistance) does not provide the 

potential returns in which a possible seed company buyer is interested.  

The privatization of Zambia's agribusiness sector has been of 

significant benefit to small farmers.  Privatization of the agribusiness 

sector has greatly increased efficiency of the various raw 

product‑purchasing companies and led to much greater interest and demand 

in products produced by small farmers.  These benefits have been widely 

disbursed in the dairy, meat, oilseed, grain and cotton (fiber) sectors. 

20

In terms of nationality of persons and firms participating in Zambia's 

privatization project, Zambians purchased the majority of agribusinesses 

offered to date.  Thus far, Zambian nationals or Zambian companies 

purchased 50 of the 73 agribusiness companies offered in the 

privatization program.  This amounts to 68% of all sales and company 

hand‑backs (to original owners) going to Zambian entities or persons.  

The nationality of the purchasing entity/person of the privatized 

agribusinesses is examined in the following chart labeled "Number of 

Firms Purchased by Country Origin of Capital." 20

3.1
Sources of Capital

Although Zambians purchased the greatest number of agribusiness firms on 

offer in privatization, they contributed only about 10% of the capital 

spent on privatized agribusinesses.  The text box labeled "Estimated 

Level of Investment in Privatized Zambian Agribusiness by Country of 

Capital Origin" analyzes the total amount of money spent on privatized 

agribusinesses by country of capital origin. 20

It is important to note that the calculations made in the aforementioned 

table are determined on cash paid at closing.  The Zambia Privatization 

Agency structured sales of companies under a wide variety of terms and 

conditions.  Often, sale prices were set low on a cash basis, but the 

buyer was obligated to repay liabilities owed by the  privatized 

company. In other cases, investors pledged to invest significant sums in 

the upgrading of the privatized firms over a set time schedule, or 

agreed to float some of the privatized company's stock on the public 

market.

The United Kingdom, by far, purchased the greatest amount of assets from 

the sale of state enterprises.  The majority of funds expended by 

British‑owned firms was by Tate and Lyle and the Commonwealth 

Development Corporation (CDC) for the purchase of Zambian Sugar Company 

Ltd.  In this one purchase, the foreign companies had a capital outlay 

of over US $30 million.  This single purchase represents about 1/3 of 

the total value of cash sales of privatized agribusinesses to date in 

Zambia.

In general, companies purchased by UK and South African interests were 

large‑scale firms with high capital cost and large turnovers.  This 

includes breweries, sugar refineries, and food processing firms.  

Zambian and other foreign buyers focused on small to mid‑scale firms 

with a lower level of technical expertise required to operate the firms.

The success of the privatization program in Zambia can be attributed to 

several factors, including a board of directors at the Zambia 

Privatization Agency which included a wide variety of political, 

commercial and social viewpoints, but were all willing to work together 

for a common goal.  Transparency of the process was also a key factor in 

the privatization program's success, along with its insightful and 

proficient management.   20

4.0
Agricultural Commodities and Markets

Historically, Zambia has not been a strong marketer of agricultural 

products within the Southern African region or internationally.  This 

situation is beginning to change now that Zambia has liberalized foreign 

exchange controls, export licensing requirements, and reformed its 

business regulatory environment.  At the macroeconomic level, the 

country now has one of the most liberalized economies in the region.  

With its rich agricultural resources and the harmonization of regional 

trade regimes on the horizon, it is reasonable to be optimistic about 

Zambia's future role in the Southern African economy. 20

4.1 Non‑Traditional Export's Geographic Market Mix

The pie chart labeled "Markets for Zambian Non‑Traditional Exports" 

reveals a diverse and balanced geographic market mix for the country's 

exports. In the agricultural sector, there are several countries that 

are key importers of specific products from Zambia.

These include the Democratic Republic of the Congo, which last year 

imported over US $20 million worth of sugar from Zambia.  The United 

Kingdom, in 1997, imported over US $26.5 million worth of cotton lint, 

and over US $9 million worth of fresh vegetables.  Holland is a major 

buyer of cut flowers, importing nearly US $12 million worth in 1997.  

Germany received US $7.5 million worth of coffee the same year.  Within 

the Southern Africa region, South Africa is the largest customer for 

Zambian agricultural goods.  In 1997, South Africa imported1US $4.5 

million worth of cotton, US $4.4 million worth of fuzzy cotton seed, US 

$8.6 million worth of soybeans, and over US $200,000 in paprika imports, 

for a total of over US $27 million.

Zambian agribusinesses have been successful in developing new markets 

for their agricultural products.  The graph titled "Regional Soybean 

Exports" and "Cotton Lint Exports" both exemplify a pattern of market 

penetration for selected products over the past several years.  In 1995, 

Zambia exported just over US $100,000 worth of soybeans to Zaire and 

Malawi.  Within three years, Zambia was exporting a total of over US $12 

million worth of soybeans, nearly 70% of which were being shipped to the 

South African market.  South Africa imports approximately 150,000 MT of 

soybeans and 70,000 MT of soya cake annually.  Historically, most of 

this has come from Latin America.  However, with a market‑oriented 

economy, and a freer trading environment, Zambia has been able to 

capture a significant portion of the South African soybean market.

Cotton is another good example of private industry's ability to 

capitalize on production potential and world market demand and to the 

benefit small farmers in Zambia at the same time.  Cotton exports 

increased from about US $5 million in 1995 to over US $44 million in 

1997. Dramatic growth such as this is the result of the privatization 

process, entrepreneurial innovation, and strong market demand.  To 

continue growth in the Zambian economy and realize other success stories 

such as that found in the cotton and soya industries, the government 

will need to guard against falling back into the old ways of managing 

the economy through a heavy regulatory environment and bureaucracy.  20

1.5 Export Trading Partners and Links to Small Farmers09

The graph labeled "Zambia's Largest NTE Markets, 1997" examines the 

distribution of goods exported from Zambia to its primary markets.  The 

United Kingdom and South Africa are the two largest markets for Zambia's 

non‑traditional exports.  Cotton is the leading export to both of these 

nations.

Growth trends for non‑traditional exports are expected to continue to 

rise over the long‑term.  The British Embassy Commercial Section has 

forecasted that non‑traditional exports will reach US $400 million in 

value by the year 2000.  This represents almost a doubling of 

non‑traditional export value in four years. 20

The implications to the small farmers of Zambia for continued growth in 

non‑traditional agri‑exports is encouraging.  The NTE market, along with 

growing demand for food products in the domestic market translates to 

increased incomes at the small farm level.  The conduit for the linkage 

between the markets and the small farmers includes the major 

agribusinesses of the nation.  Firms such as FoodCorp, Shoprite, Clark 

Cotton, Bonnita Zambia, Lonrho, Zambia Sugar Company, Amanita, Unilever 

and others all play a critical role in linking Zambia's small farmers to 

the larger market. 20

5.0  Analysis and Recommendations20

The Zambian economy has clearly made a change of direction during the 

1990's.  At the macro policy level, it has moved decisively from a 

centrally‑planned to a market‑driven economy.  The challenge ahead is to 

translate the benefits derived from these changes into increased incomes 

for both the urban and rural populations.  In the agricultural sector, 

this means creating an environment in which firms can work directly with 

small farmers in an efficient and cost‑effective manner.  Maintaining 

the right policy environment, as well as supporting businesses through 

technical assistance, will be critical in determining the rate at which 

positive economic results can be realized by small farmers.  A critical 

step is to determine how effectively broader liberalization polices have 

been implemented and what barriers to private sector investment and 

operations remain. The government's primary role in this transition is 

to act as a steward of the process rather than a director; to facilitate 

the growth and creation of opportunities for the private sector without 

mandating its course.

In recent years, agriculture has been growing and diversifying in 

Zambia.  In 1996, the agriculture, forestry and fisheries sectors 

contributed nearly 20% to the nation's GDP.  The contribution this 

sector makes to the economy as a whole has been increasing at a rate of 

about 1.4% per year.  Agriculture, by far, is the strongest sub‑sector 

in this group, having increased its contribution to the economy by 74% 

during the period 1992 ‑ 1996.  These are the most recent statistics 

available, but it is very likely that these trends will continue at or 

above historic rates for 1997.  1998 may see a slight cooling off in the 

agribusiness sector, as depressed world cotton prices will shrink 

earnings of major cotton exporters in the country.

The impediments to rural farmers' increased productivity and profits are 

manifold.  The lack of technical knowledge, capital, improved genetic 

material, and adequate transportation infrastructre all contribute to 

keeping small farmers' profits at a minimum. These problems lower 

efficiency and productivity in the sector while increasing costs.   To 

date, the government has not been successful in addressing these 

challenges and after decades of central planning now realizes that many 

of the activities needed to increase agricultural productivity and 

profits can best be delivered by the private sector.  This report will 

highlight several recommendations that can improve the business climate 

for Zambian agriculture and tourism.

Agricultural Research Trust Fund

In many cases, the private sector stands ready to take on these 

challenges in partnership with the government.  For example, Lonrho 

Cotton has developed a plan to provide Zambia's small cotton farmers 

with improved genetic material and technical know‑how.  Lonrho wants to 

set up a cotton research trust fund to accomplish this goal.  The fund 

would oversee cotton variety testing and development at the Golden 

Valley Research Station north of Lusaka.  It could also act as a conduit 

for technical information to small rural farmers without carrying the 

bureaucratic load that comes with Ministry of Agriculture extension 

programs.  Lonrho is seeking government and donor support for their 

plan. The government should support this plan and facilitate its 

development. 20

In the developed world, programs such as the proposed cotton research 

trust are usually funded by a collaborative effort among farmers, 

government, and industry.  In the Zambian case, the funding mechanism 

could consist of a tariff assessed to both the industry and farmers.  

Farmers, for example, could be asked to contribute one half cent (USD) 

per kilo of cotton delivered to market.  Processors would also be asked 

to contribute a similar amount for each kilo ginned.  The payment would 

be deducted from the farmer's revenues by the ginners and paid directly 

to the cotton research trust.  This would allow the trust to verify that 

all funds due were paid by auditing production records at the gins.  The 

problem would be getting traders to pay the trust for raw cotton 

purchases targeted to markets outside Zambia. 20

The government's contribution to the trust could be providing the 

initial legislative and regulatory work required to set up the fund.  It 

is important that the trust be completely autonomous from the government 

and be run as a private sector business owned by the small farmers and 

the industry processors.  The farmers and processors would be 

responsible for setting tariff rates and deciding on the direction of 

research and methods by which the research results are delivered to 

their targeted beneficiaries.  International  donors can have a role in 

providing initial start‑up capital to assist the trust in beginning 

operations. 20

This type of funding mechanism is very common in the U.S. and is used to 

fund research and market development for a wide variety of crops and 

animal products.  Advisory boards, marketing boards, and 

product‑specific research institutes/research funds are all examples of 

farmer and industry funded organizations that promote improved 

production practices and market expansion.  In the Zambian environment, 

a research trust fund targeted at providing information and materials to 

farmers and the industry could be tied to product‑specific trade 

associations.  These associations would be a ready‑made conduit for 

moving the research findings, such as improved seed and cultural 

practices to the farmers. 20

This type of funding mechanism to improve agricultural productivity and 

profits on the small farm can be replicated for crops such as oilseeds, 

grains, and others.  Although the idea of additional taxes (which the 

tariff to fund the cotton research rust is) may not be accepted 

favorably at first glance, once farmers, exporters and processors 

realize that they are in control of these funds, the program is likely 

to have an increased level of acceptability. 20

By implementing this type of research trust fund, Zambia will be able to 

address the impediments imposed by limited technical knowledge and 

under‑performing genetic material, which is common throughout the 

agricultural sector.20

Transportation Infrastructure

Transportation is an area where the government will need to lead the way 

in both planning and funding projects.  Small farmers in Zambia end up 

paying for the additional cost incurred due to the poor transport 

infrastructure of the country.  The world market sets a price for a 

given commodity; the price the farmer receives at the farmgate is the 

world price less costs incurred in delivering that commodity to the 

world market.  In the Zambian case, given its poor transportation 

infrastructure logistical expenses are high.  These expenses are, in the 

end, passed down to the small rural farmer. 20

Within the transport system, there are bottlenecks that can be addressed 

at relatively small cost.  Because many agricultural goods are 

perishable, improving shipping times is of paramount importance.  In 

particular, ports of entry to Zambia need to be upgraded to increase the 

flow of traffic per unit of time and generally improve the efficiency of 

import and export operations.  While expanding bridges, highways, and 

communications capacity represents a significant cost, the benefits in 

increased trade and competitiveness will likely offset these initial 

sacrifices.  The government should commit its resources to improve and 

expand Zambia's transportation infrastructre and move to quickly 

privatize the state‑owned telecommunications infrastructre.

Other improvements, such as increasing the efficiency of customs' 

clearance procedures, represent a very minimal cost indeed and can save 

days in transport time and money from product wastage and demurrage 

charges. This will result in decreases in both the cost of bringing 

agricultural inputs into the country, as well as decreasing the costs of 

exporting commodities and finished products.  It is recommended that the 

government increase efficiency and speed within its customs department, 

thereby quickening the flow of commerce with the outside world. 20

A second area in the transport arena that the government can focus on to 

assist in agri‑sector development is the railroad corridor.  There is 

currently donor assistance to upgrade the Zambian railroad system, and 

the GRZ should also commit resources to revitalizing its rail system.  

Along with this general upgrading in railroad infrastructure, the 

government should consider ways to provide incentives to agribusinesses 

to locate commodity consolidation points along the improved rail lines.  

The government should offer investment incentives, such as tax 

exemptions (local and/or national) to local and international firms 

willing to invest in commodity storage (grain silos, etc.) along the 

railroad lines.  Historically, in the West, grain companies have 

competed vigorously to occupy key product consolidation points along 

railroad lines.  The importance of grain storage facilities along rail 

lines to the development of the Western grain industry cannot be 

over‑emphasized.  Strategic positions of grain railheads have been 

instrumental in determining the competitiveness of firms and nations in 

the world commodity trading industry.  The development of a track‑side 

commodity storage system in Zambia would benefit both the small farmers, 

by providing market outlets for their products, and agribusinesses, by 

allowing them to consolidate and sell larger amounts of commodities at a 

lower unit cost, thereby increasing their profits.  The government 

benefits through the generation of increased tax revenues from these 

businesses. 20

Acquiring and Valuing Land

The limitations of financial capital availability to small farmers have 

been well documented in Zambia, as well as many other developing 

countries.  Given Zambia's unique system of land tenure, and history of 

problem loans to agriculture administered through government programs, 

the commercial banking sector is understandably reluctant to lend to 

small farmers.  Without fundamental change in the way agricultural real 

estate is titled and legally held, it is unlikely that the commercial 

banking sector will change its policy toward small farmers.  Farmers 

need to have secure title to the land they farm, and the land should be 

valued at market rates and freely traded like any other asset.  If 

farmers actually own land that is appropriately valued, banks are likely 

to consider extending capital to the small‑scale agricultural worker.  

The government should conduct a public education campaign to urge 

farmers to formally secure title to their land.  The government should 

encourage also the spread of market‑based pricing of land in Zambia and 

abolish its policy of setting below market ground rents for land. 20

Currently, small farmers receive much of their production credit through 

the same agribusinesses that purchase their crops.  Firms that purchase 

raw commodities often provide unsecured loans to farmers, payable at 

harvest.  It is likely that this system will continue through the 

medium‑term.  Finding ways to improve debt recovery and reduce risk to 

lenders has not been easy.  It is very difficult to track individuals' 

debt, as there is no centralized credit worthiness tracking database in 

Zambia.  If an individual decides not to repay a debt, there is little 

recourse a lending institution can take.  Under government credit 

programs, debt was often forgiven and cheating was said to be common, 

where one individual would apply under several names to receive more 

credit than allowed under the program.  The government should divest 

itself from its rural banking activities and instead encourage private 

banks or businesses to supply credit to rural farmers. 20

As noted in chapter devoted to site development, for new investors the 

difficulties and time frame for legally acquiring and developing land 

can be significant disincentives for investment.  The government should 

clarify its land acquisition process and eliminate some of the steps, 

particularly at the local level, required to secure a lease and get a 

building plan approved.  As the government moves toward decentralizing, 

it should consider ways to increase the management and financial 

capacity of the local councils.  One way to do so involves letting local 

authorities have clear power to tax land which is valued at market 

rates.   20

Tourism

Tourism has the potential to contribute significantly to the rural 

economy in Zambia.  According to Price Waterhouse, approximately 100,000 

tourists visit Zambia annually, most of whom enter the country through 

Lusaka or Livingstone.  Most of the government‑owned lodges and other 

tourist facilities in Zambia have been privatized, infusing needed 

capital and energy in the sector.  As these facilities enter the private 

sector, their marketing efforts will become more sophisticated than that 

of their previous owners and generally increase international awareness 

of Zambia and its tourist attractions.  Additionally, there are plans on 

the drawing board for investment capital from South Africa to move into 

the Zambian tourism sector.  The owners/operators of Sun City Resorts of 

South Africa, are considering the construction of a destination 

resort/casino in the Livingstone area, near Victoria Falls.  Projects 

such as this will certainly increase employment opportunities, boost 

government tax revenue, and greatly raise the profile of Zambia as a 

tourist destination.  Typically, tourism also benefits businesses not 

expressively focused on international visitors, including local 

restaurants and shops, and can have a broadly positive influence on 

Zambia's economy.

The current macro‑economic conditions in the Western Hemisphere and 

Europe favor Zambia's tourism industry.  With strong economies, 

individuals in the Americas and Europe have the disposable income 

necessary to undertake travels to African destinations.  The political 

and economic instability of Kenya also works to Zambia's advantage.  

This instability will allow Zambia to pull off some of Kenya's tourism 

market share, as consumers look for more secure tourist destinations in 

Africa.  To realize this market share, Zambia will need to compete with 

better‑known countries, such as South Africa, which already has 

excellent tourism infrastructure and a strong marketing program. 20

The sector faces many of the same problems that affect agriculture, such 

as poor transportation infrastructure, but also has some unique 

challenges.  Government efforts to promote the sector have largely 

fallen short of expectations.  Although Zambia has considerable natural 

assets, it is in competition with several other regional states, such as 

Kenya, South Africa, and Zimbabwe, that have greater name recognition, 

more developed tourist industries, and, in some cases, offer less 

expensive vacation packages.  Several specific concerns raised by 

Zambian tourist operators, including the lack of tax exemptions on key 

"raw materials," charging day tourists visa fees at the Livingstone 

border, and the slow and complex process of acquiring land, have been 

raised previously in this report.  Compared to other industries, tourism 

is also more heavily regulated and subject to many inspections conducted 

by many different public agencies. Improvements in transportation and 

communications infrastructure, increased marketing, and reforms to make 

visiting Zambia easier and less costly can dramatically improve the 

tourism sector.

The government should take several concrete steps to help develop its 

tourism sector.  Streamlining the regulation and licensing of tourist 

enterprises would lower companies' operating costs and speed up 

projects.  As noted previously, the existence of a Hotels Board separate 

from the ZNTB is unnecessary and the ZNTB's project approvals process is 

cumbersome and repetitive of that of the ZIC.  Tourist enterprises, many 

of which are located in remote areas of the country, are widely regarded 

as "cash cows" and as such are occasionally targeted by corrupt public 

inspectors for bribes.  At the same time, some companies are reputed to 

have done favors for or bribed public officials in order to circumvent 

environmental, health, or building standards.  To remedy this situation, 

the government needs to make its inspections regime much more 

transparent so that qualified inspectors follow a clear and public set 

of guidelines.  When considering shutting down a tourist facility or 

impeding a business' extension plan, the burden of proof should be 

shifted to the regulatory agency. 20

Turning to financial incentives, the government should allow tourist 

companies to deduct fuel, telecommunications, and marketing expenses as 

"raw materials" that can be subject to VAT rebates.  The government 

should stop its policy of making companies underwrite the transportation 

and per diem costs incurred by inspectors.  Immigration should stop 

charging a visa fee at the Livingstone border and be trained to 

recognize when authorized tour packages have already paid for tourist 

visas.  Working with nationwide and regional tourism associations, the 

government should increase the international profile of Zambia as a 

tourist destination. 20

5.1 Conclusion

Investors in the agricultural and tourism sectors continue to be 

confident in Zambia's long‑term development.  Although investment in the 

agricultural sector has fallen in recent years, few projects have been 

canceled outright. The primary reason for the reduction in investment 

flow into the agricultural sector has been the successful completion of 

most of the privatization of state‑owned agricultural businesses.  Now 

that these businesses have passed into private hands, investment flows 

into the sector have stabilized.  In terms of value, tourism investment 

peaked in 1995 due mostly to privatization, but there are indications 

that significant new investments are in the pipeline for 1998.

The strength of the agricultural sector is good news to small farmers, 

particularly those with links to agri‑processors through forward 

contracts for raw products.  Although investment in the agricultural 

sector has cooled slightly from its 1995‑1996 peaks, the processors in 

Zambia are becoming more efficient and capacity utilization within the 

sector is increasing.  This will translate to greater raw product demand 

from small farmers and increased incomes to those small farmers 

participating in contract growing for Zambia's agribusinesses.  With a 

mix of policy reforms, fiscal incentives, and successful marketing, 

Zambia's nascent tourism industry could become a major source of revenue 

for the country and also significantly increase employment in rural 

areas.

Annex  ‑ A

Case examples of how Zambian agribusinesses and small farmers work 

together:

Bonnita Dairy:  The Bonnita Dairy Company of South Africa purchased the 

state‑owned milk processing firm in 1996.  The firm buys approximately 

60% of its 15 million liters of annual raw milk requirements from large 

farms, and 40% of its annual requirements from small farmers. 20

This mix of Bonnita's production base works well from both a business 

point of view, as well as a production point of view on the farms.  The 

small farmers milk production peaks in the rainy season, as their 

animals are grass‑fed.  As the dry season approaches, milk yields per 

cow on the small farms drop and Bonnita starts purchasing more milk from 

large farms.  The large farms use silage as the primary feed, and this 

is most abundant after the rainy season ‑ just at the time when the 

small farm yields are beginning to wane. 20

Bonnita estimates it purchases 70% of all raw milk produced in the 

country.  It expects to achieve a year‑to‑year milk volume growth rate 

of 20% for the period 1996 ‑ 1999.  Thereafter, it is forecasting its 

sales will increase at 10% per year.  The firm is optimistic about the 

future.  In 1996, it invested US $4 million in a UHT milk processing 

line and has plans to further expand its operation.  Bonnita is also 

expanding into the juice market, with the addition of a concentrate 

reconstitution and tetrapak aseptic juice line at their Lusaka 

processing facility in 1998. 20

In the long term, Bonnita expects small farmers to play an 

ever‑increasing role in supplying raw milk to their plants.  The firm's 

future is tied directly to the success of the small dairy farming 

community in Zambia. 20

Lonrho Cotton:  Lonrho is a long‑established diversified company, 

operating throughout Southern and Eastern Africa.  In 1996, the firm 

purchased several of the state‑owned cotton gins (Lintco).  The company 

has developed a network of over 80,000 contract growers in Zambia.  The 

growers are essentially all small farmers with limited economic 

resources.  In 1997, Lonrho advanced over US $5 million in crop inputs 

as unsecured credit to its contract growers.  This advance is repaid at 

harvest as cotton.  This system has given thousands of farmers an 

opportunity to make a cash income instead of living solely on 

subsistence maize cropping. 20

Foodcorp:  Foodcorp of South Africa purchased the state‑owned Zamhort 

Company in 1996.  The firm manufactures processed horticultural products 

and juice‑based drinks.  Raw product supply is the single largest 

constraint this business faces.  After two years of operation, they are 

just beginning now to reach a break‑even cash flow situation.  To 

alleviate their raw product supply problems, they are organizing 

twenty‑six family work groups on eighty hectares of level irrigated land 

for the production of tomatoes.  In addition to this activity, they work 

with nine other small and medium‑size growers in Zambia on a contract 

basis.  Although the numbers of contract farmers are small in this case, 

Foodcorp is an innovator in ways to organize small farms to supply raw 

product to agribusiness industries.  It may be able to provide a model, 

which may be replicated on a larger scale in the future by other firms.

Amanita:  Amanita developed as an indigenous private Zambian trading 

company.  As the firm matured and became recognized in the international 

community, it expanded its capital base by joining with a Swiss‑based 

trading company.  Today, Amanita is one of the leading agri‑processing 

firms in the country, trading in vegetable oils, grains, soya products 

and other commodities.  The firm expanded into vegetable oil 

manufacturing with the purchase of the privatized state‑owned industry 

"Premier Oils".  The agricultural managers at Amanita view small farmers 

as a key component in their supply chain of raw materials for their 

vegetable oil plant.

 20

Annex C: Contact Information

United States Agency for International Development

351 Independence Avenue

Box 32481

Lusaka, Zambia

Telephone:
(260 1) 254 303

Facsimile:
(260 1) 254 532

Department of Immigration

New Kent Building

Haile Selassie Road

P.O. Box 50300

Lusaka, Zambia

Telephone:
(260 1) 252 622

Facsimile:
(260 1) 251 725

Ministry of Labour and Social Security

P.O. Box 32186

Lusaka, Zambia

Telephone:
(260 1) 222 617

Facsimile:
(260 1) 227 251

National Parks & Wildlife Service

Chilanga, Zambia

Telephone:
(260 1) 278 636

Facsimile:
(260 1) 278 244

Lusaka Water and Sewerage Company

Red Cross Building,

Los Angeles Boulevard,

Longacres, P.O. Box 50198

Ridgeway, Lusaka

Telephone:
(260 1) 250 667

Facsimile:
(260 1) 252 578

Zambia Postal Services Corporation (ZAMPOST)

Main Post Office, 2nd Floor

Lusaka, Zambia

Telephone:
(260 1) 224 695

Facsimile:
(260 1) 235 244

Environmental Council of Zambia

Corner Suez Road

P.O. Box 35131

Lusaka, Zambia20

Telephone: 
(260 1) 254 130

Facsimile:
(260 1) 254 164

Office of the Registrar of Companies20

Ministry of Commerce, Trade, and Industry

P.O. Box  32075

Lusaka, Zambia

Telephone:
(260 1) 223 761

Facsimile:
(260 1) 227 225

E‑mail: 
comtrade@zamnet.zm

Zambia Investment Centre

5th Floor, Ndeke House

P.O. Box 34580

Luaka, Zambia

Telephone:
(260 1) 254 241/254 242

Facsimile:
(260 1) 252 150

E‑mail:

invest@zamnet.zm

Zambia Revenue Authority

Customs & Excise20

Revenue House, Kabwe Roundabout

Lusaka, Zambia

Telephone:
(260 ‑ 1) 226 227, 222 717

Facsimile:
(260 ‑ 1) 236 098

E‑mail:

zravatad@zamnet.zm

Zambia National Tourist Board

Box 30017, Century Building20

Lusaka, Zambia

Telephone:
(260 1) 229 087

Facsimile:
(260 1) 225 174

E‑mail: 
zntb@zamnet.zm

Hotels Board of Zambia, Ministry of Tourism

Electra House

P.O. Box 30575

Telephone:
(260 1) 227 645

Facsimile:
(260 1) 222 189

Ministry of Agriculture, Food, and Fisheries

Mulungushi House

15100 Ridgeway

P.O. Box 50197

Lusaka, Zambia

Telephone:
(260 1) 254 201

Ministry of Mines and Minerals Development

Haile Selaissie Avenue

P.O. Box 31969

Telephone:
(260 1) 251 719

Facsimile:
(260 1) 252 916

Bank of Zambia

Bank Square, Cairo Road

P.O. Box 30080

Lusaka, Zambia

Telephone:
(260 1) 228 888

Facsimile:
(260 1) 225 656

1 The Labour law requires every employer to issue a Certificate of 

Employment to any employee he terminates.

2 See the previous section for obtaining an Entry Permit

3 At certain locations cheap rates are not available due to the 

conditions of the telephone infrastructure

1 Agri, forestry and fisheries' contribution to GDP estimated by the GRZ 

Ministry of Finance in 1996 was 17.2%, the commercial section of the 

British Embassy uses a figure of 25.7% for the same period.  This study 

uses the IMF figure of 19.5% contribution to GDP for this sector. 20

2 USAID/Zambia FY 1999 Results Review and Resource Request, page. 11, 

par 3.

[MS1]I have to say this: If the AID mission reads this paragraph, they 

are going to scream "BOILERPLATE" again ‑ this paragraph says very 

little about Zambia.

[MS2]We need two examples here: perhaps tourism and forestry (?)

