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REPORT OF THE COMMITTEE ON NATIONAL ECONOMY, TRADE AND LABOUR 

MATTERS FOR THE THIRD SESSION OF THE TWELFTH NATIONAL ASSEMBLY  

 

1.0 Membership of the Committee 

The Committee consists of Dr S Musokotwane, MP (Chairperson); Ms M Miti, MP (Vice 

Chairperson); Mr G G Nkombo, MP; Mr D Livune, MP; Mr E M Mwila, MP; Dr S C 

Kopulande, MP; Mr C Chali, MP; Mr E Kamondo, MP; Mr D Chisopa, MP; and Mr M Mubika 

MP. 

 

The Honourable Mr Speaker 

National Assembly 

Parliament Buildings 

LUSAKA 

 

Sir, 

 

The Committee has the honour to present its Report for the Third Session of the Twelfth 

National Assembly. 

 

2.0 Functions of the Committee 

The Committee is a portfolio Committee and is mandated to provide oversight over a number of 

ministries namely: Ministry of Finance; Ministry of Mines And Minerals Development; Ministry 

of Labour and Social Security; Ministry of Commerce, Trade and Industry; and Ministry of 

National Development Planning.  Its functions are to: 

 

i) study, report and make appropriate recommendations to the Government through the 

House on the mandate, management and operations of the Government ministries, 

departments and agencies under its portfolio;  

 

ii) carry out detailed scrutiny of certain activities being undertaken by the Government 

ministries, departments and agencies under its portfolio and make appropriate 

recommendations to the House for ultimate consideration by the Government;  

 

iii) make, if considered necessary, recommendations to the Government on the need to 

review certain policies and existing legislation;  

 

iv) examine annual reports of Government ministries and departments under its portfolio 

in the context of the autonomy and efficiency of these Government ministries and 

departments; and determine whether the affairs of the said bodies are being managed 

according to relevant Acts of Parliament, established regulations, rules and general 

orders;   

 

v) consider any bills that may be referred to it by the House; 

 

vi) consider international agreements and treaties in accordance with Article 63 of the 

Constitution; 
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vii) consider special audit reports referred to it by the Speaker or an Order of the House; 

 

viii) where appropriate, hold public hearings on a matter under its consideration; and 

 

ix) consider any matter referred to it by the Speaker on an Order of the House.  

 

3.0 Meetings of the Committee 

The Committee held twelve meetings to discuss the topical issue during the year under review.  

 

4.0 Programme of Work 

At the commencement of the Third Session of the Twelfth National Assembly, the Committee 

adopted its Programme of Work, a summary of which is outlined below. 

 

a) Consideration of the topical issue ‘China-Zambia Relations vis-à-vis Trade and 

Investment.’ 

b) Consideration of the Action-Taken Report on the Committee’s Report for the Second 

Session of the Twelfth National Assembly. 

 

5.0 Arrangement of the Report 

The Report is organised in two parts: Part I presents the findings from the Committee’s 

deliberations and tours on China-Zambia Relations vis-à-vis Trade and Investment; and Part II 

deals with the Committee’s consideration of Action-Taken Report on the Committee’s Report for 

the Second Session of the Twelfth National Assembly. 

 

6.0 Procedure Adopted by the Committee 

During the period under review, the Committee considered one topical issue in line with its 

Programme of Work. The Committee requested detailed memoranda on the topic under 

consideration from relevant stakeholders.   Thereafter, in order to fully appreciate the topical 

issue under its consideration, the Committee invited stakeholders to provide oral submissions 

and clarifications on issues contained in their written memoranda. 
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PART I 

 

TOPICAL ISSUE: CHINA-ZAMBIA RELATIONS VIS-À-VIS TRADE AND 

INVESTMENT 

 

7.0 Background 

The increasing dominance of China in the global economy over the years has become a 

phenomenon that both developed and developing countries are grappling with. From China’s 

trade war with the United States to the scrutiny of China’s investment in Africa, China has 

become a force to be reckoned with.  

 

Since 2010, China has been the world’s second-largest economy in terms of Gross Domestic 

Product (GDP) as depicted in Figure 1 below. It has further entrenched its position in the global 

economy by extending its influence to many African countries through Foreign Direct 

Investment (FDI), foreign aid and debt provision. China is reportedly financing more 

infrastructure projects in Africa than the World Bank and is providing billions of dollars in low 

interest loans to Africa’s emerging economies. For instance, under the Forum on China-Africa 

Cooperation (FOCAC), the Chinese President in 2018 pledged US$60 billion of funding support 

to Africa, of which US$35 billion earmarked for concessional loans and buyer’s credits, US$5 

billion is for aid and interest-free loans and US$20 billion for commercial financing.  

 

This surge of Chinese investment in Africa and Zambia in particular over the years has not gone 

unnoticed and has come under intense scrutiny and comparison against the traditional assistance 

from western donors. Although China-Zambia relations date back to the 1970s when the 

Tanzania Zambia Railway (TAZARA) line was constructed, the recent increased cooperation 

between Zambia and China has piqued the interest of many stakeholders and raised speculations 

and concerns on whether China is a friend or foe. Many stakeholders seek to understand the 

extent and size of China’s involvement in Zambia in various aspects such as bilateral trade, FDI 

and debt financing of infrastructure projects, among others. The Committee, therefore, resolved 

to undertake a study on the China-Zambia relations vis-à-vis trade and investment with a view to: 
 

i. reviewing the  adequacy of the policy and legal framework governing FDI  in 

Zambia; 

ii. understanding the trade and investment benefits that Zambia is gaining from the 

China-Zambia relations; 

iii. ascertaining China’s investment contribution to the various sectors of Zambia’s 

national economy; 

iv. learning the challenges (if any) that exist in the trade and investment relations 

between China and Zambia; and 

v. making recommendations to the Executive on the way forward with regard to trade 

and investment relations between China and Zambia. 
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Figure 1: GDP of the five largest economies in the world 

 
8.0 Summary of Submissions by Stakeholders 

Listed below are the stakeholders who made submissions on the topic under consideration. 
 

i) Embassy of the People’s Republic of China in the Republic of Zambia 

ii) Ministry of Commerce, Trade and Industry 

iii) Ministry of Finance 

iv) Ministry of National Development Planning  

v) Ministry of Labour and Social Security 

vi) Ministry of Mines and Minerals Development 

vii) Ministry of Housing and Infrastructure Development 

viii) Ministry of Lands and Natural Resources  

ix) Bank of Zambia   

x) Zambia Development Agency  

xi) Citizens Economic Empowerment Commission  

xii) Development Bank of Zambia  

xiii) Competition and Consumer Protection Commission  

xiv) Industrial Development Corporation  

xv)  Zambia Revenue Authority  

xvi) Centre for Trade Policy and Development  

xvii) Zambia Association of Manufactures  

xviii) Zambia Institute of  Policy Analysis and Research  

xix) Policy Monitoring and Research Centre  

xx) Zambia China Business and Friendship Association 

xxi) Zambia National Marketeers Credit Association 

xxii) Common Grounds Network 

 

 

 

 



  

5 
 

The submissions by the above listed stakeholders are summarised below. 

 

8.1 Policy, Legal and Institutional Framework Governing China-Zambia Relations 
 

The Committee was informed that Zambia had implemented several policy and legal reforms 

aimed at improving the investment climate. Many of the reforms gained traction post 1991, 

following the change from the socialist inclined United National Independence Party 

Government to the more liberalist inclined Movement for Multiparty Democracy.  Among the 

key policy changes introduced at the time were liberalisation of Zambia’s economy and 

privatisation of previously state owned enterprises. This led to an increase in FDI inflows, which 

required some policy changes to ensure the protection of inbound investments and investors. 

Policy changes included abolition of price controls; liberalisation of interest rates; abolition of 

exchange rate controls; 100 per cent repatriation of profits; free entry of investment in virtually 

all sectors of the economy; trade reforms aimed at simplifying and harmonising the tariff 

structure; and removal of quantitative restrictions on imports.   

 

The Committee was further informed that the policy and legal framework governing FDI was 

both national and sector specific in scope.   

 

With regard to the policy framework, the current main guiding policy documents on trade, 

industrialisation and investment, respectively are outlined below:    

 

i) the Commercial, Trade and Industry (CTI) Policy was adopted in 2010.  A process of 

redrafting of the policy was initiated soon after, in 2012. The CTI Policy had been in 

draft form since and the trade part of it was replaced by a National Trade Policy;  

ii) the National Industrialisation Policy was adopted in 2018; and 

iii) the National Investment Promotion Strategy (2018-2022) was also adopted in 2018. 

 

Laws affecting foreign investment in Zambia included, but were not limited to, those listed 

below. 

 

i) The Constitution of Zambia (Amendment) Act, No 2 of 2016 which under Article 10 

protected and guaranteed the rights of investors.  

 

ii) The Zambia Development Agency Act, No 11 of 2006 which fostered economic 

growth and development by promoting trade and investment in Zambia. It offered a 

wide range of incentives in the form of allowances, exemptions and concessions to 

companies. Under the Act, foreign investors could invest in any activity open to the 

private sector. The only activities potentially closed to the private sector were arms 

production, security printing and the manufacture of dangerous substances, for which 

approval was granted on a case-by-case basis. The Committee was, however, 

informed that it was not mandatory for all investors in the country to invest in line 

with the Zambia Development Agency Act or to register their investments with the 

ZDA.  Investors could invest through other legal frameworks.  

 

iii) The Companies Act, No 10 of 2017 which governed the registration of companies in 

Zambia. This Act provided for the incorporation, categorisation, management and 

administration of different types of companies, including the registration of foreign 
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companies doing business in Zambia. It also provided the principal framework for 

good corporate governance in the country. 

 

iv) The various tax laws including the Customs and Excise Act, Chapter 322 of the Laws 

of Zambia; the Income Tax Act, Chapter 323 of the Laws of Zambia; and the Value 

Added Tax Act, Chapter 331 of the Laws of Zambia which regulated tax matters and 

also provided for some incentives to investors. 

 

v) The Employment Act, Chapter 268 of the Laws of Zambia which provided for 

employment and contractual conditions.  

 

vi) The Immigration and Deportation Act, Chapter 123 of the Laws of Zambia which 

regulated the entry into and residency in Zambia for visitors, expatriates and 

immigrants.  

 

vii) The Trade Marks Act, Chapter 401 of the Laws of Zambia; the Patents Act, No 40 of 

2016; and other intellectual property related legislation which protected the 

intellectual property rights of investors. 

 

viii) The Business Regulatory Act, No 3 of 2014 which provided for an efficient, cost 

effective and accessible business licensing system. 

 

The legal framework also comprised the licensing regimes in various sectors which regulated 

various business activities. These included laws such as the Banking and Financial Services Act, 

No 7 of 2017; the Tourism and Hospitality Act, No 13 of 2015; the Mines and Minerals 

Development Act, No 11 of 2015; the Environmental Management Act, No 12 of 2011; and the 

Competition and Consumer Protection Act, No 24 of 2010, among others.  

 

In addition to the above legal provisions, Zambia was also a signatory to the Multilateral 

Investment Guarantee Agency (MIGA) of the World Bank and other international agreements. 

These guaranteed foreign investment protection in cases of war, strife, disasters and other 

disturbances, or in cases of expropriation. 

 

With regard to the institutional framework that could support China-Zambia relations, the 

Committee was informed that the Ministry of Commerce, Trade and Industry (MCTI), had 

several implementing agencies under it, including the Zambia Bureau of Standards (ZABS); 

Zambia Development Agency (ZDA); Competition and Consumer Protection Commission 

(CCPC); Patents and Companies Registration Agency (PACRA); Business Regulatory Agency 

(BRA); Citizens Economic Empowerment Commission (CEEC); and Zambia Weights and 

Measures Agency (ZWMA).  The other key institution for investment, particularly in relation to 

Public-Private Partnerships (PPPs) was the Industrial Development Corporation (IDC). These 

institutions implemented trade facilitation, industrialisation, investment and other private sector 

development policies, strategies, plans and programmes in Zambia. Given their well-defined 

mandates and specialisations, the institutional setup appeared to be adequate for implementing 

and realising Zambia’s trade and investment interests in relation to partner countries and regions, 

including China.  
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The Committee was informed that from time to time, the Government issued specific policies 

and guidelines that Zambians could benefit from.   For example, the Government made a policy 

pronouncement that 20 per cent of all construction contracts should be reserved for indigenous 

Zambian contractors. The Road Development Agency (RDA) further issued guidelines in 2012 

making it Government policy that a minimum of 20 per cent of works on all road contracts 

exceeding K30 million, awarded by RDA, would be executed by Zambian-owned companies. 

This was in line with the Citizens Economic Empowerment Act, No 9 of 2006 whose aim was to 

contribute to sustainable economic development by building capacity in Zambian-owned 

companies. Under these guidelines, projects below the K30 million threshold were to be reserved 

for Zambian local companies. Stakeholders submitted that the situation on the ground, however, 

was that local contractors were not reaping the benefits of the policy. In many cases, even the 

smaller contracts that were supposed to be awarded to locals were being carried out by large 

foreign-owned firms that bought contracts from small Zambian owned firms.  
 

Another example was the Citizens Economic Empowerment (Reservation Scheme) Regulations, 

Statutory Instrument (SI) No 1 of 2017 on poultry and domestic haulage, which stipulated that 

the sale of live birds in a market or any other place designated under any written law; and 

domestic haulage for all public procurement works, be reserved for targeted citizens, citizen-

influenced companies, citizen-empowered companies and citizen owned companies. The 

Committee was informed that the provisions of the SI were openly being flouted and the 

responsible authorities were not doing anything to enforce them.  
 

The above stated policies and laws offered broad and generic policy direction and guidance. 

Stakeholders, however, submitted that they could not adequately support Zambia’s trade and 

investment interests with China. For such a dominant force as China, Zambia would need to 

formulate specific bilateral trade and investment strategies.  
 

8.2 Overview of Zambian and Chinese Economies 

The Committee was informed that an analysis of the economies of China and Zambia revealed a 

marked difference between them. On one hand, China was an emerging and dominant player 

whose economic performance had far-reaching consequences on the global economy. On the 

other hand, Zambia was a relatively small resource rich developing country with little impact on 

the global economy.  
 

In 2017, the size of China’s economy was 466 times that of Zambia. China’s Gross Domestic 

Product (GDP) was estimated at US$12.2 trillion compared to US$25 billion for Zambia. 

China’s GDP translated into a 15.2 per cent share of global GDP, making it the second largest 

after the United States of America. Zambia’s impact in the global economy was far less 

significant at 0.03 per cent of global GDP. GDP per capita for Chinese nationals was much 

higher at US$8,827 per Chinese national, compared to US$1,510 per Zambian national. 
 

The Committee was informed that notwithstanding these economic disparities, the two countries 

had one thing in common, that is, both countries had experienced impressive economic growth in 

the past. Between the years 2010 and 2017, China and Zambia grew at average annual rates of 

7.9 per cent and 5.5 per cent respectively, much higher than the global average growth rate. 
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Table 1: China-Zambia fact file 

 Year/ period China  Zambia  

GDP (current prices)  2017  US$12.2 trillion  US$25.8 billion  

Real GDP (constant prices)  2017  US$10.2 trillion  US$28.2 billion  

GDP growth (annual avg.)  2010-2017  7.9 per cent 5.5 per cent 

Per capita GDP (current prices)  2017  US$8,827  US$1,510  

Total population  2017  1.4 billion  16.4 million  

Population growth rate (annual)  2017  0.6 per cent 2.9 per cent 

Human Development Index  2017  0.75 (86 out of 189 countries)  0.59 (144 out of 189 countries)  

Unemployment rate ( per cent of total labour 

force)  

2017  4.7 per cent 41.2 per cent 

Land size  2017  9,388,211 sq. km  752,612 sq. km  

FDI (inward stock;  per cent of GDP)  2017  12.4 per cent 65.9 per cent 

FDI (outward stock;  per cent of GDP)  2017  12.3 per cent 1.0 per cent 

Imports ( per cent of GDP)  2017  18.4 per cent 36.4 per cent 

Exports ( per cent of GDP)  2017  20.3 per cent 35.2 per cent 

Trade openness (exports + imports;  per cent 

of GDP)  

2017  38.7 per cent 71.6 per cent 

Trade balance (exports - imports;  per cent 

of GDP)  

2017  2.0 per cent -1.1 per cent 

Source: Zambia Institute for Policy Analysis and Research. Data: World Bank WDI, UNCTAD Stat and Central Statistical Office 

 

The Committee was further informed that China was home to more than one sixth of the world’s 

population. China was not only massive in land size, it also enjoyed the advantages of possessing 

the largest single domestic market for goods and services. Whereas Zambia’s population stood at 

16.4 million in 2017, China’s population in the same year stood at 1.4 billion people, 85 times 

that of Zambia. Notably, China’s population growth rate slowed down considerably over the 

years owing to the one-child policy of the 1970s. As a result, Zambia’s population was growing 

at a faster pace than China. In 2017, Zambia’s population growth rate was 2.9 per cent, at nearly 

five times the rate of China’s population growth rate of 0.6 per cent.  

Socially and economically, Chinese nationals fared better than Zambian nationals. China had a 

high level of human development estimated at 0.75 on the Human Development Index1. In 

contrast, Zambia had a medium level of human development estimated at 0.59. Less than 5 per 

cent of China’s total labour force was unemployed compared to 41.2 per cent of Zambia’s labour 

force estimated to be in unemployment in 2017.  
 

In addition, Zambia’s economy was more vulnerable to external shocks relative to China. 

Although China was a dominant player in the global economy, it was more orientated towards its 

domestic economy. The country’s trade openness, measured as the sum of exports and imports as 

a share of total GDP, was only 38.7 per cent in 2017 compared to 71.6 per cent for Zambia. 

China imported less goods and services compared to Zambia, that is, 18.4 per cent of GDP in 

2017 compared to 36.4 per cent of GDP for Zambia in the same year. 
 

Stakeholders submitted that although China had a strong industrial base and its exports were 

more significant than its imports, the country’s exports were still only one fifth of its GDP in 

2017. On the other hand, Zambia’s exports, largely driven by copper exports, were more than a 

third of Zambia’s GDP in the same year. In addition, Zambia had been importing more goods 

and services than could be covered by its exports since 2015, resulting in a trade balance deficit 

estimated at 1.1 per cent of GDP in 2017. Overall, Zambia was more open to trade than China 

and this left the country highly exposed to the effects of external shocks in the export and import 

markets.  
 

                                                           
1The Human Development Index is a composite index used to rank and assess the social and economic development of countries. 

It comprises the following indicators: life expectancy, education, and per capita income   
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With regard to FDI as a share of GDP, inward FDI stock in Zambia was estimated at 65.9 per 

cent of GDP in 2017. Meanwhile for China, the stock of inward FDI stood at 12.4 per cent of 

GDP in the same year. This was despite China being an economic hub for many offshore 

multinational companies, owing to its abundant labour. Stakeholders submitted that this 

suggested that many of the economic activities in China were financed from domestic resources. 

Further, China invested more in other countries than Zambia did. The stock of China’s 

investment in other jurisdictions as a share of its GDP was 12.3 per cent in 2017. Zambia on the 

other hand had invested the equivalent of 1 per cent of GDP in other jurisdictions in 2017.  
 

The Committee was informed that notwithstanding the obvious economic disparities between 

Zambia and China, the two countries shared certain similarities and interests forged by a 

common political and ideological history pre-dating Zambia’s independence. Following 

Zambia’s independence, a diplomatic relationship was formally established in October of 1964. 

China’s financing of the construction of the TAZARA linking Zambia to the Tanzanian port of 

Dar es Salaam in the 1970s was symbolic of the relations between Zambia and China. 

 

8.3 China - Zambia Trade Relations 

The Committee was informed that Zambia and China were deeply integrated through trade. This 

trade relationship was largely defined by China’s demand for copper which was Zambia’s chief 

export. Zambia’s export statistics from 2008 to 2017 revealed that China was arguably Zambia’s 

major export destination, although official Zambian trade statistics labelled Switzerland as the 

top market destination and China as Zambia’s second top market destination. This assumption 

was based on the observation that copper was not a product for which there was particularly 

significant demand in Switzerland. Further, the Swiss economy was known for offering 

brokerage services. Stakeholders, therefore, opined that Zambia’s copper exports to Switzerland 

although difficult to trace, were plausibly re-exported by Swiss-based traders to China.  

 

In addition to being an important export destination, China was also an important source market 

for various capital and consumption goods demanded by Zambia. Average exports between 2008 

and 2017 revealed that China was the third major source country for imports accounting for an 

average of 8.8 per cent of Zambia’s total imports. Conversely, Zambia was a less significant 

trade partner for China. Stakeholders informed the Committee that Zambia was not among the 

list of China’s twenty major trade partners that it exported to or imported from in 2016. 
 

Table 2: Zambia’s Top 5 Major Export and Import Source Markets, 2008 to 2017 
Export Destinations  Import Sources  

Country  Average Export 

Value  

Share of total 

Average Exports  

Country  Average Import 

Value  

Share of total 

Average Imports  

Switzerland  US$4.8billion  61.8 per cent South Africa  US$2.4billion  33.2 per cent 

China  US$1.9 billion  25.5 per cent Congo DR  US$1.2 billion  16.3 per cent 

South Africa  US$674 million  8.6 per cent China  US$655 billion  8.8 per cent 

Egypt  US$649 million  8.3 per cent Kuwait  US$400 million  5.4 per cent 

Congo DR  US$587 million  7.5 per cent Kenya  US$286 million  3.8 per cent 

Total average 

exports  

US$7.8 billion  100 per cent Total imports  US$7.4 billion  100 per cent 

Source: World Integrated Trade Solution World Bank 
 

The Committee was informed that China was the world’s largest importer of copper ores, copper 

concentrates, copper blisters, copper anodes, refined copper and semi-fabricated copper and thus 

provided demand for Zambia’s exports of copper. Zambia’s exports to China increased 

exponentially from US$157, 363 in 1995 to US$1.3 billion in 2017. While the overall growth in 
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exports to China was a positive for Zambia, the trouble lay with the composition of the exports 

as it was highly skewed towards primary products, mainly copper with little diversification and 

value addition required to ensure resilience against external shocks.   
 

Stakeholders submitted that on the other side of the trade relationship, the size of Zambia’s 

imports from China had grown considerably over the decades from US$3.6 million in 1995 to 

US$1.1 billion in 2017. In tandem with this growth, there had been a marked shift in the 

composition of the imports from predominantly low-tech goods to largely medium-tech and to a 

lesser extent, high-tech goods. For China, this was a positive development as it signalled the 

country’s increasing value addition domestically and increasing capability to manufacture and 

export more sophisticated goods that conferred greater benefits to China. 

 

8.4 Merits and Demerits of the China-Zambia Trade and Investment Relationship 
 

8.4.1 Trade Relationship 

The Committee was informed that the trade relationship between Zambia and China had merits 

and demerits. China on one hand provided a market for Zambia’s copper exports.  However, 

China’s disproportionately high demand for copper in the global economy implied that it could 

single-handedly influence global commodity prices. In times of high construction and investment 

needs in China, demand for primary commodities such as copper provided a stimulus for 

commodity markets and raised the price of copper. On the other hand, however, Zambia’s heavy 

reliance on copper and the export of a few concentrated products to China with little value 

addition exposed the country to the adverse effects of commodity price shocks resulting from 

demand shocks in China. For Zambia, this implied reduced exports and thus foreign exchange 

earnings from copper, which have been known to have adverse effects on the macro economy. 
 

On the micro side, the challenge with Zambia’s trade relations with China was that while China 

was exporting a diversity of sophisticated and higher value added goods to Zambia, Zambia 

offered a few primary products with little value addition. This entailed that China’s main trade 

interest with Zambia was not very beneficial to Zambia, owing to the limited value addition. 

Stakeholders pointed out that some imports from China, such as non-fillet frozen fish in 2016, 

reflected items that should easily be produced domestically or sourced from the Southern African 

sub-region. This was a clear indication that productive capacities in Zambia were quite low, and 

the presence of China and other investors in the economy was not improving the industrial base 

and job opportunities.  
 

The Committee was informed that because of the lack of value addition, Zambia was forfeiting 

the development of a viable value chain that could have created hundreds of jobs and supported 

various sub-sectors, firms and smallholders. It would appear that Zambia’s trade interests in 

relation to imports from China were not strategic and did not take cognisance of Zambia’s 

aspirations to industrialise.  
 

Notwithstanding the risks noted above, the overall trade balance between the two countries had 

favoured Zambia since 2008. Zambia had been enjoying a surplus averaging US$668 million 

between 2008 and 2017 on its trade with China, despite recording a deficit since 2015 on its 

overall trade. Further, Zambia largely imported capital and intermediate goods from China which 

could potentially stimulate domestic production. In addition, the relatively greater importance of 

China as a destination and source market for Zambia suggested that in terms of trade, both 
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Zambia and China stood to benefit from the relationship. However, Zambia could gain more by 

diversifying its export products to China and increasing copper beneficiation. 
 

8.4.2 Foreign Direct Investment Relations  
The Committee was informed that FDI was an important source of capital financing, particularly 

for capital constrained countries like Zambia.  FDI between China and Zambia flowed from 

China to Zambia. For years, Zambia had been an attractive investment destination for many 

Chinese firms, lured by the availability of natural resources, namely copper and iron ore, for 

which there was significant market demand in China. Although traditionally the West dominated 

FDI flows and stocks in Zambia, China had gradually emerged as a key investor in Zambia and a 

source of employment opportunities.  

 

With regard to FDI flows into Zambia by industry, stakeholders submitted that cumulatively, 

mining and quarrying accounted for the biggest share of FDI flows. Excluding the period after 

2015 when FDI inflows in the mining sector dipped, the industry on average accounted for 65.7 

per cent of total FDI flows. Mining and quarrying were followed by manufacturing at 24.3 per 

cent, wholesale and retail trade at 6.7 per cent and deposit taking corporations at 6.6 per cent.  In 

terms of source countries, China accounted for 13.9 per cent of total FDI flows after Canada at 

17.1 per cent, and Switzerland at 15.0 per cent.  While FDI flows from Canada, the United 

Kingdom and Switzerland had been declining in the recent past, those from China and South 

Africa had generally been stable with a tendency to increase. The top five source countries for 

FDI stocks comprised Canada at 20 per cent, Switzerland at 14.1 per cent, British Virgin Islands 

at 12.5 per cent, China at 10.7 per cent and South Africa at 9.4 per cent. 
 

Most stakeholders acknowledged that China’s FDI into Zambia was a positive development. It 

provided a source of capital for investment projects as well as technology, knowledge and other 

productive resources that increased productivity, efficiency and output and created employment. 

This was critical for realising Zambia’s diversification and industrialisation development goals. 

There was potential managerial expertise and skills transfer to Zambian firms, particularly in 

areas such as construction for which China had relatively more advanced technology and skills. 

For Zambian firms, the technology and skills transfer could lead to productivity and efficiency 

gains. China’s investments in Zambia also had the potential to increase domestic linkages and 

value addition within the country. The strong backward and forward linkages associated with 

manufacturing and to a lesser extent mining activities, provided opportunities for local suppliers 

to participate along various value chains and improve their supply capabilities. 
 

The Committee was informed that notwithstanding these potential benefits, a major challenge 

with analysing Zambia’s benefits from China’s investments, was quantifying the number of 

direct and indirect jobs created from China’s US$1.2 billion stock of FDI in Zambia. While it 

was quite evident that employment was created from China’s FDI, there was no available data to 

comprehensively assess the size and quality of this employment. The data limitations were, in 

part, aggravated by poor monitoring systems for FDI.  
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Figure 2: FDI Flows by Source Country 

 
Source: Bank of Zambia 
 

Figure 3: FDI Stocks by Source Country  

 
Source: Bank of Zambia 

 

The Committee was further informed that the pledge of US$60 billion under FOCAC was of 

huge benefit to the continent of Africa, if appropriately utilised.  Given that these funds were 

available to the entire African continent, the challenge for Zambia lay in accessing the funds over 

other African nations. Zambia would have to ensure that she targeted good projects that would 

attract interest from the facilitators of the funds. In addition, Zambia would have to ensure that 

the funds were utilised in a way that made a significant impact on economic development. 

 

8.4.3 Labour Relationship 

The Committee was informed that a critical component that required analysis in considering a 

trade and investment relation was the movement of labour.  This was a factor of production that 

could be traded between China and Zambia. In recent years, Chinese migration into Zambia had 

increased following the development of strong economic relations between the two countries. 

China had invested billions of dollars in some of Zambia’s most profitable industries and 

Chinese nationals were following the flows of investment capital as evidenced by the increase in 

inflows of Chinese migrants. Data from the United Nations Demographic and Social Statistics 

International Migrant Stock indicated that the number of Chinese migrants entering Zambia each 

year increased from 100 in 1990 to 1,045 in 2015 as per Figure 4 below.  Data obtained from the 

Zambian Department of Immigration revealed that Chinese nationals obtained the highest 

number of employment permits in 2018 as per Table 5 below.  
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Stakeholders informed the Committee that the subject of Chinese nationals working in Zambia 

had attracted increased attention in the recent past, and had led to tension in the country which 

had the potential to lead to public protests.  The arrival of Chinese migrant workers was viewed 

as a threat to wages and employment opportunities for Zambians, particularly for Zambian 

workers with skill sets similar to those of Chinese migrant workers. The increase in labour 

supply could potentially reduce wages but more importantly, the presence of Chinese labour 

meant competition for employment opportunities. 

 
Figure 4: Total Inflows of Chinese Migrants into Zambia, 1990 to 2015 

 

 
Source: United Nations Demographic and Social Statistics 

 
Table 3: Leading five nationals issued with residence and long term permits in 2018 

Nationality Residence Investors Employment Study Total  

Chinese 80 124 5,428 10 5,642 

Indian 424 104 1,816 29 2,373 

South African 74 60 622 42 798 

Zimbabwean 87 10 192 62 351 

American 38 18 225 6 287 

TOTAL     9,451 

Source: Government of the Republic of Zambia, Department of Immigration 

 

The Committee was informed that estimates showed that the number of Chinese workers in 

Zambia currently stood at 6,850 in 2016.  This represented a 200 per cent increase in the number 

of Chinese workers in Zambia from 2,714 in 2009 as depicted in Figure 5 below. 

 
Figure 5: Number of Chinese workers in Zambia- 2009 to 2016 
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Source: Johns Hopkins University China Africa Research Initiative 

 

The Committee was informed that the officially documented number of migrants and workers in 

Zambia constituted only a small share of Zambia’s population and labour force. However, for 

Zambians without any source of income, even this small number could be considered a threat. 

Anecdotal evidence indicated that many of the Chinese migrants possessed a skill set similar to 

Zambian workers, and may thus be viewed as competition for locals in the areas where they 

operated. The situation was exacerbated by the fact that many Chinese companies seemed to 

have a large Chinese workforce to the exclusion of local workers, oftentimes citing language and 

cultural differences. Stakeholders submitted that the preference for Chinese labour, at the 

expense of Zambian labour, was detrimental to the employment of indigenous Zambians and 

their wages. This in part aggravated the incidence of poverty in the country. Further, Chinese 

migrants tended to be more conspicuous and less assimilated into Zambian society than migrants 

from other nations.  
 

The Committee was further informed that there were also some challenges with regard to the 

quality of the jobs created by Chinese investment and the working conditions attached to them.  

There appeared to be poor safety and unfair conditions for Zambian workers.  Working 

conditions favoured Chinese employees over Zambian employees in terms of permanent and 

pensionable employment. Poor wages and other isolated social misdemeanours, such as shooting 

of Zambian workers fuelled anti-Chinese sentiment in Zambia.  
 

The Committee was informed that two major challenges with China’s FDI were the language and 

cultural differences. One positive aspect for Zambia, however, was that Chinese workers were 

highly productive and possessed a strong work ethic that could potentially be assimilated by 

Zambian workers. In addition, while language still remained a barrier, there were opportunities 

for Zambian workers to learn from the techniques and artisan skills employed by Chinese 

workers, particularly in construction jobs. Such positive spill over effects could lead to increased 

productivity of Zambian workers and skills upgrading.  
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The Committee was further informed that an assessment of 193 Majority Owned Foreign 

Affiliates (MOFAs)2 conducted in 2017 revealed that relative to other major source countries, 

Chinese companies contributed significantly to the Zambian economy in terms of employment, 

value addition, taxes and salaries. In 2017, China was the highest contributor to employment 

among all the MOFAs surveyed, contributing 18,525 employees out of the total 85,525, 

representing 21.7 per cent as shown in Figure 6 below. In terms of taxes on income, MOFAs 

from China were fourth, contributing US$57.4 million or 8.5% of the total taxes of US$675.5 

million remitted by the surveyed MOFAs, as shown in Figure 7.  With regard to contribution to 

salaries, Chinese MOFAs were among the top five contributors in 2017. Companies from China 

accounted for US$72.2 million or 6.6 per cent of total salaries of US $1,089.7 million drawn by 

workers in MOFAs, as shown in Figure 8 below. 
Figure 6: Percentage Share of Employees (Percentage terms) 

 

 
Source: Bank of Zambia 

 

Figure 7: Percentage Share of Taxes on Income (Percentage terms) 

 
Source: Bank of Zambia 
 

 

 

 

 

 

 

 

 

 

 

 

                                                           
2 MOFAs are enterprises with 50% and above of share capital attributable to foreign investors.  
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Figure 8: Percentage Share of Salaries (Percentage terms) 

 
Source: Bank of Zambia 
 

8.4.4 Debt Relations 

With regard to Zambia’s overall debt position, the Committee was informed that Zambia’s 

borrowing appetite had largely been driven by an expansionary fiscal policy and high recurrent 

expenditures that were not commensurate with domestic revenue mobilisation. The country’s 

total public debt, which included external and domestic debt as well as arrears, increased rapidly 

by more than 341 per cent from 2011 to 2017, as shown in Table 4. As a share of GDP, this 

represented a change from less than 21 per cent of GDP in 2011, to 59 per cent of GDP as at 

June, 2018, just 1 per cent short of breaching the 60 per cent debt sustainability threshold. This 

represented a total value of US$15.9 billion as at June, 2018 of which US$9.4 billion was 

external debt; US$5.2 billion domestic debt; and US$1.3 billion arrears. The successive 

acquisition of three non-concessional Eurobonds between 2012 and 2016 to finance 

infrastructure projects rapidly grew Zambia’s external debt. On its own, external debt was 

estimated at nearly 35 per cent of GDP, just 5 percentage points below the recommended 

external debt sustainability threshold. Any additional debt accumulation could, therefore, tip 

Zambia over the debt sustainability threshold and render the country incapable of meeting its 

liabilities.  
 

Table 4: Zambia’s External Debt Stock US$ Millions – 2011-2017 
Creditors  2011  2012  2013  2014  2015  2016  2017  

Multilateral  1,280.7  1,382.8  1,452.7  1,511.4  1,504.0  1,560.4  1,614.9  

World Bank (IDA)  484.4  564.1  609.5  666.1  695.8  747.5  892.4  

ADB/ADF  215.2  247.0  282.4  328.6  351.9  376.5  433.2  

IMF  416.5  405.6  387.9  331.4  256.8  182.1  125.3  

Others  164.6  166.1  173.0  185.2  199.5  254.4  289.2  

Bilateral  250.7  239.0  183.8  198.8  450.0  458.7  373.8  

Paris Club  180.0  169.8  122.1  137.2  195.3  219.9  127.6  

Non-Paris Club  70.7  69.2  61.7  61.6  254.7  238.8  246.2  

Export & Suppliers' Credit  448.7  565.8  905.0  1,073.7  1,598.9  1,621.7  2,190.4  

Export Import Bank of China  -  -  812.8  976.7  1,313.4  1,398.6  1,946.7  

China National Aero-technology 
Import and Export Corporation  

-  -  49.9  33.3  210.7  150.5  130.8  

Others  -  -  42.3  63.7  74.8  72.7  112.8  

Commercial Debt  -  992.2  971.5  2,022.9  3,151.6  3,306.3  4,611.2  

China Development Bank  -  -  -  64.7  136.3  226.0  255.3  

Eurobond  -  750.0  750.0  1,750.0  3,000.0  3,000.0  3,000.0  

Others  -  242.2  221.5  208.3  15.3  80.3  1,179.4  

Total Govt. External Debt  1,980.1  3,179.8  3,512.9  4,806.8  6,704.4  6,947.1  8,739.0  

Total External Govt. Debt as % of 

GDP  

10.3  15.4  15.0  18.3  39.5  33.6  34.0  

GDP Estimate  19,224.3  20,648.1  23,419.3  26,008.2  16,979.7  20,673.0  25,711.1  

Source: Annual Economic Reports 2012-2017 and World Development Indicators 
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Stakeholders submitted that Zambia’s debt relationship with China was perhaps the most 

contentious aspect of the overall cooperation between the two countries. There was a lot of 

suspicion and speculation about the extent of Zambia’s indebtedness to China, including the 

threat of a possible takeover of state assets by China.  The configuration of the Chinese debt 

structure seemingly aimed to maximise China’s benefits to the greatest extent possible, in 

addition to the interest earned. It was also strategically linked to the construction sector and to 

Chinese contractors.  
 

A breakdown of Zambia’s external debt stock in 2017 revealed that a considerable proportion of 

Zambia’s debt was owed to China. This was estimated at roughly 27 per cent of Zambia’s total 

external debt. Notably, this estimate excluded other debt contracted from China on a 

Government-to-Government basis under the Paris Club. A further breakdown of the Chinese 

debt revealed that the bulk of the debt had consistently been from the Export Import Bank of 

China (EXIM China). In 2017, EXIM China accounted for 83.4 per cent of the total Chinese debt 

to Zambia while the China Development Bank and China National Aero-technology Import and 

Export Corporation (CATIC) accounted for 10.9 per cent and 5.6 per cent of the debt, 

respectively.  

 

The Committee was informed that in addition to the external debt stock reported in Table 4 

above, the Government contracted eighteen new loans in 2017 amounting to US$1.75 billion of 

pipeline debt as shown in Table 5. 
 

Table 5: Loans Contracted by Government in 2017 

Lending Institution  Loan Description  Loan Amount (US$)  

Standard Chartered Bank  Placement Agreement  134,000,000.00  

IDA  Eastern-Southern Higher Education  8,700,000.00  

IDA  Mining Environment Improvement  47,800,000.00  

IDA  Agribusiness and Trade Project  29,200,000.00  

Star Times Terrestrial Television System (15%)  41,000,000.00  

IFAD  Enhanced Agribusiness Programme  15,500,000.00  

Citi Bank UK Branch  Safe City Project  78,600,000.00  

INDU Com Bank Chin  Ndola Airport (15%)  59,580,194.00  

EXIM KOREA  Public Safety Information System  41,532,000.00  

EXIM INDIA  Traffic Decongestion Project  245,740,000.00  

EXIM CHINA  Communication Tower  280,764,601.55  

Israel Discount Bank  Defence Project  400,000,000.00  

UBA  Supply and Delivery of 80,000 Mt of 

Fertiliser  

84,784,497.00  

Investec Bank  Maina Soko Hospital Upgrade  165,406,758.60  

Bank HAPOLIM B.M  Defence Project  55,636,397.00  

Standard Chartered Bank  Lusaka Traffic Decongestion (15%)  44,900,000.00  

BADEA  Cancer Treatment Centre  10,000,000.00  

Israel Discount Bank  Defence Project  7,705,000.00  

Total  1,750,849,448.15  

Source: Government of the Republic of Zambia, Ministry of Finance 2018 Annual Economic Report 

 

Of this additional pipeline debt, US$381 million, representing 21.8 per cent, would be sourced 

from China to finance the construction of the Copperbelt Airport, terrestrial television system 

and communication towers. Notably, this debt was not immediately reflected in Zambia overall 
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debt stock. The debts were reflected gradually over the project period in line with amounts 

disbursed each year. Nonetheless, the additional loans raised Zambia’s overall debt. 

 

Stakeholders pointed out that arguably, the public concerns on Zambia’s increasing debt were 

valid, especially in relation to the inadvertent effect of the increased debt on socio-economic 

development. The gradual shift in the external debt composition over the years towards non-

concessionary borrowing entailed high debt servicing costs that were exacerbated by a weak 

currency. These high debt servicing costs reduced the fiscal space available for discretionary 

spending by the Government and therefore, constrained resource allocation. This consequently 

led to crowding out spending on other important socioeconomic programmes. In addition, certain 

unique characteristics associated with Chinese debt raised additional concerns because the 

country was increasingly being perceived as a predator and a threat to Zambia’s debt 

sustainability, owing to the conditions attached to this debt.   
 

The Committee was informed that undoubtedly, China provided wider financing options for 

infrastructure investments needed to drive economic development. However, Chinese debt was 

largely project-specific, comprising large infrastructure projects such as airports, roads and 

buildings whose economic viability was not well vetted and thus could present future repayment 

challenges. Stakeholders raised concern that the finer details of the debt provided by China were 

shrouded in secrecy, making it difficult to ascertain the total debt stock, the effectiveness, 

affordability of the projects and the conditions attached to the loans. The lack of transparency 

had led to numerous speculations about the conditions attached to project financing in particular. 

Stakeholders lamented that China was supposedly attaching special conditions to project loans 

which deviated greatly from the conditions that had been typically associated with Western 

finance, such as the promotion of democracy and discouragement of corruption.  This gave rise 

to sentiments that the cost of some Chinese projects was inflated. 

Stakeholders submitted that in addition to the interest earned on the loans, Chinese nationals also 

benefitted from wages and other rents derived from the provision of construction jobs, thereby 

maximising China’s benefits. This did not provide a level playing field for Zambian and other 

non-Zambian contractors. It also implied that the bulk of the debt money predominantly 

circulated between China and its nationals.  

 

8.5 Challenges Faced in the China-Zambia Trade and Investment Relationship 

The Committee was informed that although the China-Zambia trade and investment relationship 

had the potential to boost Zambia’s economy, a lot of challenges hampered this potential.  

Stakeholders submitted that the Government was either reluctant or too overwhelmed to address 

these challenges.  The challenges identified by stakeholders are outlined hereunder. 

 

i) The Committee was informed that the China-Zambia trade and investment relationship 

was one-sided. China benefited more than Zambia from the relationship between the 

two countries because it had access to cheap raw materials which were more valuable 

than what Zambia got from China.  Zambia’s exports were mainly primary products 

with minimal value addition. Additionally, Zambia had generally been a net importer, 

meaning that it exported much less than it imported from China, thereby reducing the 

net benefit. Zambia was yet to get to the level of making significant investment into the 

Chinese economy and reaping the benefits such as remittances into the Zambian 

economy, from that economy. 
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ii) Stakeholders submitted that more than 90 per cent of Zambia’s exports to China 

consisted of copper. Given that China accounted for a large proportion of the total 

global copper demand, a slowdown in economic activity in China weighed heavily on 

international prices of copper. This made Zambia highly vulnerable and exposed the 

economy to huge risks.   There was, therefore, need to grow and diversify the trade 

relationship beyond the over reliance on copper. 
 

iii) Stakeholders lamented that there was limited large scale Chinese investment in other 

certain economic sectors such as agriculture, which was a priority for the Zambian 

economy.  Larger investments were mostly in the mining and construction sectors, with 

a boom emerging in the retail sector, where some Chinese investors were petty traders 

who displaced Zambian entrepreneurs. 
 

iv) The Committee was informed that most of the financing for infrastructure projects from 

the Chinese Government was in form of engineering, procurement and construction 

contracts. This resulted in excessive externalisation of funds earned in Zambia, because 

the financing did not go through the Zambian financial system. This implied that 

although the financing was in project form, it was still foreign debt booked on the 

Zambian accounts. This put pressure on the Zambian currency because the gains from 

this financing did not trickle down to the local Zambian economy. 
 

v) Stakeholders opined that one of the main reasons for attracting FDI was its potential to 

deliver positive spill overs to the local economy.  This benefit usually included the 

diffusion of knowledge from foreign to domestic firms. However, despite the potential 

for technology spill overs, Chinese investment rarely interfaced with MSMEs, hence 

reducing the beneficial effects of FDI.  
 

vi) Stakeholders lamented that there was a worrying increase in Zambia’s debt-stock due to 

Chinese debt.  The conditions attached to this debt were not clear and this had the 

potential to fuel corruption. There was limited official and empirical verifiable public 

information on the extent of Chinese investment and debt in Zambia. The availability of 

this information would help to dispel misconceptions and misunderstandings about the 

Chinese presence in Zambia. It would also assist in the development of policies that 

could further strengthen the trade relationship between Zambia and China. 
 

vii) The Committee was informed that the preference by Chinese investors to hire Chinese 

nationals posed a threat to the local work force, especially in the construction sector. 

This practice had the potential to lead to discontentment among Zambians who 

perceived Chinese companies as not contributing enough to increase local employment 

and consequently to strengthening the local economy.  
 

viii) Stakeholders pointed out that Chinese firms imported both skilled and unskilled labour 

from China. As a result, very little employment was created for Zambians from Chinese 

investments. Further, the Zambians who were employed in Chinese companies were 

subjected to poor conditions of service.   
 

ix) Stakeholders lamented that there was poor monitoring of Chinese trade and investment 

in Zambia to ensure tax compliance; legal extraction of natural resources; adherence to 

public health, occupational safety and environmental regulations; fair trade practices; 

provision of gainful and dignified employment to Zambians; quality and other 
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standards.  There was also lack of strict enforcement of immigration and labour laws to 

deter or capture undocumented or illegal immigrants and to safeguard Zambian jobs. 
 

x) The Committee was informed that the language barrier had led to miscommunication 

and misunderstandings. The language barrier made it impossible for both Chinese and 

Zambians to express either approval or displeasure as they worked together. In certain 

instances, Zambian authorities had visited Chinese companies but found it difficult to 

assess whether or not Government regulations were being followed.  
 

xi) The Committee was also informed that in many instances cultural differences were 

experienced in terms of work ethic.  Chinese workers appeared to have the resilience to 

work longer hours.  The demand for extended hours of work by Chinese employers was 

oftentimes not in tandem with Zambian labour laws.  
 

xii) The Committee was informed that most local contractors lacked capacity in terms of 

skills and equipment to execute projects when given the 20 per cent contractual 

requirement.  The contractors failed to provide quality work at a reasonable cost and 

within time requirements. This posed a serious danger to the ongoing projects, which in 

turn hurt Zambian people’s own interests.  These contractors ended up either 

subcontracting other contractors which brought in inefficiencies and increased project 

timeline; or selling their contract components to Chinese contractors, thereby defeating 

the whole purpose of the policy, which was to empower local contractors.  
 

xiii) Stakeholders lamented that there was exclusion of Zambian businesses from the 

Chinese financial system.  Chinese banks and financiers only lent money to Chinese 

investors, thus rendering Zambian business uncompetitive due to the inherent high cost 

of financing in Zambia, which was perpetuated by high interest rates charged by local 

banks and other financiers. 
 

xiv) Stakeholders pointed out that there was no platform such as a joint chamber of 

commerce and industry through which Zambian businesses could interact with Chinese 

businesses.  

 

9.0 LOCAL TOUR 

To consolidate its findings during the long meetings, the Committee embarked on a fact finding 

mission to ascertain the trade and investment opportunities Zambia can take advantage of, from 

her relations with China.  In this regard, the Committee visited the Kafue Gorge Lower Project, 

the Lusaka South MFEZ, the Lusaka East MFEZ, New Soweto Market in Lusaka Province and 

the Sub-Sahara Gemstone Exchange Industrial Park and the Chambishi MFEZ in the Copperbelt 

Province.  The fact finding tour took place from 3rd June, to 9th June, 2019. 

9.1    Kafue Gorge Lower 

During the tour, the Committee was informed that the Kafue Gorge Lower Power Development 

Corporation Limited was set up by Zesco Limited in 2013 as a Special Purpose Vehicle (SPV) to 

spearhead the development of the 750mw hydropower plant following a study by Sinohydro in 

2012. 
 

Sinohydro Corporation of China commenced construction works on 15th January, 2016 at an 

estimated project cost of US$2.2 billion.  In order to actualise the project, the Kafue Gorge 

Lower obtained a loan facility of US$1.53 billion from China Export-Import Bank and Industrial 

and Commercial Bank of China (ICBC) for the hydropower plant.  A further US$195 million 



  

21 
 

was obtained from ICBC for the construction of the transmission lines.  The Government, 

through Zesco, also provided equity funding, and an additional financing of approximately 

US$250 million was still being sought from Standard Bank London. 

The Committee was informed that the Kafue Gorge Lower Project comprised two main separate 

projects. 

 (1)  the 750 (5x150)Mw Hydropower Plant that mainly consisted of:  

 A 138m High Rcc Dam  

 Waterways, complete with intakes, 4.4km long headrace tunnel, 30m diametre 

surge shaft and 5 power tunnels (penstocks)  

 A surface powerhouse complete with five turbine-generator units, five 

generator transformers and auxiliary equipment 

 A gas switchyard 

 Support infrastructure and amenities for the operations and maintenance 

personnel 

(2)  Transmission lines to evacuate the generated power consisting of: 

 interconnector tie line between Kafue Gorge Upper and Kafue Gorge 

Lower (currently being used as a construction power supply line); 

 Kafue Gorge Lower to Lusaka South MFEZ substation; 

 Kafue Gorge Lower to Lusaka West Substation; and 

 reinforcement of the Kafue West – Lusaka West corridor. 

The Committee was informed that the construction of the KGL plant had resulted in the 

following economic developments in the area:  

 creation of employment opportunities to over 2,750 Zambians and 417 Chinese nationals; 

 opening up of an access road from the Kafue–Chirundu road (T2) to the project site; 

 opening up of site roads to link the various construction sites; and 

 power connectivity of the 330kv interconnector transmission line and substation to serve 

as construction supply during construction which is yet to be completed. 

The construction of the KGL had also opened markets for local manufacturers and service 

providers, who supplied cement, steel and consultancy services such as welding certification and 

infrastructure designs.  

KGL, through its corporate social responsibility, had constructed a boarding secondary school, 

and had extended power supplies to community identified schools and clinics. KGL had also 

constructed dams for water supply, drilled boreholes and rehabilitated clinics and schools.  

The main benefits of the project to the country as a whole would include, among others, the 

injection of 750mw into the national grid that would assist in meeting the power requirements in 

the country.  It would also provide an interconnection with the neighbouring countries.  As at the 

time of the Committee’s tour, the project was 65 per cent complete. 

 

9.2 Investment by the Zambia China Economic and Trade Cooperation Zone 

Development Company Limited (ZCCZ) 

The Committee was informed that ZCCZ was a subsidiary company of the China Non-Ferrous 

Metal Mining Company (CNMC), the biggest Chinese Company in Zambia with a total 
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investment of over US$20 billion.  This company was also managing the Lusaka MFEZ and 

Chambishi MFEZ.   

9.3   Lusaka East MFEZ 

The Lusaka East MFEZ was established in 2010, under Statutory Instrument No. 50 of 2010, 

Zambia Development Agency Act (Act No. 11 of 2006), Zambia Development Agency (Lusaka 

East Multi-Facility Economic Zone) (Declaration) Order, 2010.    The Lusaka East MFEZ had a 

total of fifteen companies in operation with 559 jobs having been created, thirty of which were 

occupied by Chinese nationals.  The Committee was informed that lack of sufficient power 

supply in the Zone had led to some international manufacturing companies who had initially 

shown interest to invest in the Zone to withhold their investment as the 10KV available power 

was only meant for construction and some light manufacturing activities.  The companies that 

had shown interest in the Zone are the Woollen Blanket Manufacturer from Zimbabwe, 

Aluminum Panel Processing from China, Speedway from South Africa, Plastic Shoe 

Manufacturer from Zimbabwe, and Gemstone Processing Factory, a Zambian Company.  In this 

regard, the Chinese Government had pledged a grant of US$30 million for the construction of a 

new power sub-station in the Zone.  Further, the withdrawal of the incentives by the Government 

had also adversely affected the growth of the Zone as it had become expensive to invest in it. 

The Committee was further informed that ZCCZ had spent a total of US$25.2 million on 

infrastructure development.   

9.4   Chambishi MFEZ  

The Committee learnt that Chambeshi MFEZ had been in existence since 2007, under the ZCCZ 

management. ZCCZ had sixty-four zone enterprises (including facility tenants) involved in 

copper smelting, leaching, construction, logistics, mining, agriculture, liquor industry, pharmacy 

and other industries, of which fifteen were in the Lusaka East MFEZ.  ZCCZ had accumulated 

investment in excess of 2.2billion US dollars. 

The accumulated investment in infrastructure and facilities directly invested by ZCCZ 

Development Limited was over 192.2million US dollars, with US$25.2 million in Lusaka East 

MFEZand US$167 million in Chambishi,.  As a result of this investment, job opportunities of 

over 9,067 for Zambians and 1,220 for Chinese nationals had been created.  However, not all 

these jobs were pensionable, as most of them were contractual in the construction industry.  

ZCCZ as a stand-alone company had recruited 200 Zambians and forty Chinese nationals. 

The Committee was also informed that there was political interference with regard to the issue of 

squatters at the Chambishi MFEZ.  It was stated that the area councillor was encouraging people 

to continue farming on land meant for the development of the MFEZ, even after the farmers 

were compensated by ZCCZ following the declaration of the MFEZ.  The Committee found this 

practice unacceptable.  Further, the Committee was informed that there was theft of installations 

in the area and attacks on the investors by people who illegally patronised the area.   

 

The Committee also toured the Lusaka South MFEZ, Sub-Sahara Gemstone Exchange Industrial 

Park and Soweto market to benchmark on other Chinese investments.   

9.5    Lusaka South MFEZ 

The Committee was informed that the Lusaka South Multi- Facility Economic Zone (MFEZ) 

was a Government programme introduced to Zambia by the Japanese Government through Japan 



  

23 
 

International Corporation Agency (JICA). It was created under Statutory Instrument No. 47 of 

2010, Zambia Development Agency Act (Act No. 11 of 2006), Zambia Development Agency 

(Lusaka South Multi-Facility Economic Zone) (Declaration) Order, 2010.   The Committee 

learnt that the initiative to set up LS-MFEZ was meant to promote the manufacturing sector and 

industrialisation of the economy. The LS-MFEZ provided a platform for the private sector to 

invest, develop and thrive. The Zone had been receiving increased interest from both local and 

foreign investors.  The major challenge was the erratic funding from the Government for 

infrastructure development, and unattractive incentives for investors in the zone.  The Committee 

also learnt that the removal of the Corporate Tax exemption in 2017 saw some investors pulling 

out and opting to invest in other countries where there were more attractive incentives, such as 

Egypt, Ethiopia and Tanzania which all offered a nine year tax holiday; and Kenya which offered 

a ten year tax holiday. The Committee further heard that policy inconsistency was affecting the 

growth of the Zone. 

The Committee also learnt that there were five companies that were fully operational with eight 

still under construction.  This resulted in job opportunities for over 970 people in the Zone, of 

which 280 were permanent jobs.   

9.6    Sub-Sahara Gemstone Exchange Industrial Park 

The Committee was informed that the Sub-Sahara Gemstone Exchange Industrial Park was 

privately owned and had three major companies operating in the Zone, with over 200 workers.  

A steel company which was operating in the Zone was closed due to high electricity tariffs.  This 

resulted into sixty people losing their jobs.  Apart from the high electricity tariffs, the withdrawal 

of incentives by the Government was said to have led to investors shunning the Zone.  

Inconsistency in policy had also contributed to non growth of the economic zones. 

The Committee learnt that construction of an industrial yard meant to cater for small and 

medium enterprises was at 60 per cent completion.  The project was being sponsored by the 

Citizens Economic Empowerment Commission and the African Development Bank. 

9.7   New Soweto 

The Committee toured the New Soweto Market to ascertain the veracity of reports that Chinese 

nationals were trading in the market.  However, the Committee observed that there were no 

Chinese nationals at the market.  The Committee also learnt that the Chinese had built 780 shops 

at Luburma market of which 380 were given to the Lusaka City Council to run and 400 were 

being managed by the Chinese on lease for sixty-five years.  At the Chachacha Market, 700 

shops were constructed, and 400 were being run by the Lusaka City Council while 300 were 

being run by the Chinese under a thirty year lease.  The Lusaka City Council management 

bemoaned the high electricity tariffs and the commonly held notion that Council shops were free 

of charge, which created a challenge in the collection of rentals.   

9.8   Challenges faced 

The following were identified as the major challenges that hindered progress in the multi-facility 

economical zones: 

i. the withdrawal by the Government of incentives to developers and investors; 

ii. insufficient power supplies in some of the MFEZs; 

iii. high electricity tariffs; 

iv. charges by the council on the infrastructure developed (property rates); and 
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v. squatters in some zones. 
 

10.0 Committee’s Observations and Recommendations 
 

After having carefully reviewed the submissions from various stakeholders, the Committee 

wishes to point out that the China-Zambia trade and investment relationship is a vital one which, 

if correctly exploited, can produce positive benefits for both countries. The Committee is 

cognisant of the fact that this relationship will continue to exist for a very long time.  It 

acknowledges that while stakeholders pointed out a number of red flags that the country ought to 

look out for in its dealings with China, these stakeholders were optimistic that if properly 

harnessed, Zambia’s relationship with China could lead to much needed economic development 

and improvement in the quality of life of ordinary Zambians.   
 

The Committee observes that as things stand, the China-Zambia trade and investment 

relationship is not benefiting Zambia has it should have done.  The Committee, therefore, makes 

the observations and recommendations set out below. These are made from the overriding 

premise that the Executive will review its relationship with China, so that Zambia can begin to 

reap increased benefits from the China-Zambia trade and investment relationship.  
 

i) The Committee observes that while various agencies of Government have put in place a 

number of policies and strategies that are aimed at making foreign trade and investment 

work for Zambia, there are currently no strategies that deliberately target China alone. 

The Committee further observes that the legal frameworks, policies, strategies and 

institutions for trade, investment and debt accumulation that are currently in place are 

generally inadequate and in need of various revisions and reforms, particularly as 

regards relations with China. 

 

In this regard, the Committee strongly urges the Government to conduct a broad based 

and comprehensive review of the policy, legal and institutional framework guiding 

foreign trade and investment aimed at finding modalities of reaping greater benefits 

from Chinese investment. A deliberate strategy for engagement with China similar to 

the FOCAC that China has developed for engaging with Africa should be developed.  

 

ii) The Committee observes that there is no single Government agency that is mandated to 

approve all foreign investment in the country. While one of the mandates of ZDA is to 

further the economic development of Zambia by promoting investment, it is not a 

mandatory requirement for foreign investors to invest in Zambia in line with the Zambia 

Development Agency Act, No 11 of 2006. Investors may invest through other agencies 

and under other laws. The Committee is of the view that this is not an ideal situation as 

it does not create a level playing field for investors, and makes it difficult to monitor 

which investors have entered the country and what investment they have ventured into.  
 

The Committee, therefore, recommends that the Zambia Development Agency Act 

should be reviewed so as to make it mandatory for all foreign investments to be 

approved by ZDA. 

 

iii) The Committee observes that although the Government has put in place certain 

deliberate policy measures to promote Zambian entrepreneurship, there is no strict 

enforcement of these policies.  For example, the policy pronouncement that 20 per cent 
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of all construction contracts should be reserved for indigenous Zambian contractors is a 

guideline without any explicit legal provision, making it difficult to compel the main 

contractors to comply.  The Committee is of the view that if implemented more 

effectively, this policy could give local contractors an opportunity to participate in the 

sector and build their capabilities. 

 

The Committee, therefore, recommends that the 20 per cent subcontracting 

pronouncement should be given legal force so that contractors are compelled to comply 

with it as this will benefit many Micro, Small and Medium Enterprises (MSMEs) who 

form a large part of Zambia’s economic base.  The Committee further urges the 

Government to ensure that the legislation should prohibit reselling of acquired contracts, 

and provide punitive measures for all contractors who resell their contracts or fail to 

meet their contractual obligations.  
 

iv) The Committee observes that although the Executive issued the Citizens Economic 

Empowerment (Reservation Scheme) Regulations, Statutory Instrument (SI) No 1 of 

2017 on poultry and domestic haulage; which reserves certain activities for targeted 

citizens, citizen-influenced companies, citizen-empowered companies and citizen 

owned companies; anecdotal evidence shows that the provisions of these Regulations 

are openly being flouted and these activities are being carried out by many foreign 

nationals, including the Chinese.  
 

The Committee, therefore, strongly urges the Executive to step up enforcement of the 

provisions of Citizens Economic Empowerment (Reservation Scheme) Regulations, 

Statutory Instrument (SI) No 1 of 2017. 

 

v) The Committee observes that there is no deliberate policy to ensure that Chinese 

investments in the country are made in collaboration with Zambians as a way of 

supporting local businesses.  There are no joint ventures and equity partnerships with 

local investors and this denies local participation in lucrative investments and the 

dividends thereof.  
 

The Committee therefore, recommends that the ZDA Act be reviewed to give incentives 

to foreign investors including Chinese who are willing to partner with Zambians 

whenever investment is made in the country. 

 

vi) The Committee observes that Chinese investment has created employment for both 

Zambian and Chinese nationals. The Committee further observes that this employment 

appears to favour Chinese nationals who are employed in better positions and under 

better conditions of employment. In certain instances, Chinese nationals are employed 

to do jobs that require skill sets that are readily available among Zambians, a situation 

that the Committee finds highly anomalous and illegal.  This is a matter of great concern 

as it has the potential to create feelings of animosity against the Chinese.  The 

Committee is aware that section 28 of the Immigration and Deportation Act, No 18 of 

2010 provides that an employment permit may not be issued to any foreigner outside for 

by virtue of the person’s academic or professional qualifications, standard of education, 

skill and financial resources unless there is an insufficient number of persons or if such 

persons are unavailable in Zambia. The Committee is also aware that section 14 of the 
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Employment Code Act, No 3 of 2019 provides that an employer shall, in filling an 

employment vacancy, employ a citizen except where a citizen does not possess the 

skills required for that job or a citizen does not apply for that job. The Act under section 

61 further provides that an employer shall not employ an expatriate to engage in work 

that is not a critical skill. In this regard, the Committee questions how these work 

permits are obtained.  
 

The Committee urges the Government to step up on the enforcement of section 28 of 

the Immigration and Deportation Act, No 18 of 2010 and section 14 of the Employment 

Code Act, No 3 of 2019.  Further, the Committee recommends that policies to provide 

for a minimum salary and tax base for any investor or company who wish to hire 

expatriates should be formulated to deter investors from hiring expatriates at the 

expense of qualified Zambians.   
 

vii) The Committee observes that more than 90 per cent of Zambia’s exports to China 

consist of primary products, especially copper. The Committee is concerned that given 

that China accounts for a large proportion of the total global copper demand, a 

slowdown in economic activity in China can leave Zambia highly vulnerable and 

expose the economy to huge risks.    
 

The Committee, therefore, implores the Government to take concerted measures to step 

up value addition activities in the country, and also to grow and diversify the trade 

relationship between Zambia and China beyond over reliance on copper.  This can be 

achieved by the re-introduction of attractive investment incentives. 
 

viii) The Committee observes that there appears to be no restrictions in terms of the sectors 

that the Chinese can invest in. As a result, Chinese investors are involved in any sector, 

including small retail shops, a situation which has led to crowding out of local 

entrepreneurs.  
 

The Committee strongly recommends that the Government should develop strict 

regulations, with the force of law, to restrict the type of businesses that Chinese and 

other foreign investors can be involved in.  Further, the Committee recommends that 

investors should only be involved in manufacturing, distribution and wholesaling and 

not retailing.  

ix) The Committee observes that the Chinese have created their own economy within the 

Zambian economy, as they do not use the products and services of local suppliers in 

their investments. Because of this, there is very limited multiplier effect, if any, from 

Chinese investments in Zambia, as the money, materials, machinery and employees for 

Chinese projects come from China, largely benefiting the Chinese economy. As a result, 

there are no backward and forward linkages created for local manufacturers and 

suppliers, resulting in a situation where wealth and capital circulates among only the 

Chinese without infiltrating the Zambian economy. 
 

The Committee finds this situation highly unacceptable and recommends that deliberate 

and urgent measures should be put in place to ensure Chinese and other investors to 

create linkages with MSMEs and the local manufacturing sector for the supply of both 

raw materials and finished products in the various sectors the Chinese are investing in.   
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x) The Committee notes with concern that Zambia’s debt to China has continued to rise 

over the years.  The Committee further notes that there is a lot of suspicion and 

speculation about the extent of Zambia’s indebtedness to China.   The Committee 

observes that external borrowing from China often does not include the flow of 

financial resources to Zambia and is project specific. It is concerned that this makes it 

difficult to ascertain Zambia’s debt to China. The Committee is cognisant that the 

pipeline debt to China is also quite significant. 
 

The Committee strongly urges the Government to be very prudent as it manages the 

country’s debt.  It recommends that measures be instituted to ensure more transparency 

in dealing with China with regard to acquisition of the loans. The Committee further 

recommends that the country should urgently review the effectiveness and affordability 

of the projects and the conditions attached to the loans.   Further, the Committee urges 

the Government to be mindful of the capacity to back and should ensure transparency in 

the use of debt contracted.   

 

xi) The Committee observes that two challenges faced by the China-Zambia trade and 

investment relationship are cultural and language barriers. It notes that there is need for 

deliberate efforts from both the Chinese and Zambian Government to facilitate 

integration of Chinese nationals into Zambian society. 
 

In this regard, the Committee recommends that an institutional framework should be 

established to assist both Zambian and Chinese nationals with basic reciprocal 

orientation on language, cultural values and work culture. This will go a long way in 

reducing the misunderstandings and cultural clashes between Chinese and Zambians.  
 

xii) The Committee observes that a major factor hampering the advancement of Zambian 

businesses to enable them compete with Chinese enterprises or make meaningful 

investments in China is the cost of financing in Zambia.  While Chinese investors have 

access to very low cost financing through the Bank of China and other sources, 

Zambian investors are excluded from this financial system and are subjected to high and 

prohibitive lending rates in Zambia. 
 

The Committee, therefore, urges the Government to institute modalities of reducing the 

exorbitant lending rates that are prevailing in the country.  In addition, the Government 

should find ways of ensuring more diverse sources of financing for Zambian businesses 

and make the financial system receptive.  

 

xiii) The Committee observes that the withdrawal and replacement of the five year tax 

holiday with accelerated depreciation has discouraged potential investors who find 

the policy unattractive.  The five year tax holiday was and still is the major attraction 

for investing in the MFEZ.  The Committee notes that the following are the 

incentives which investors in the MFEZ were entitled to as per the ZDA Act, 2006: 

i. Zero per cent tax on profits made by companies in the priority sector for a 

period of five years from the first year profits are returned, then after six to 

seven years only 50 per cent profits would be taxed.  After nine to ten years, 

75 percent tax on profits would be made; 
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ii. Zero per cent tax on dividends of companies operating under the priority 

sector for a period of five years from the year of first declaration of dividends; 

iii. Zero per cent import duty rate on raw materials, capital goods, machinery 

including trucks and specialised motor vehicles for five years; and 

iv. Deferment of VAT on machinery and equipment including trucks and 

specialised motor vehicles imported for investment in the MFEZ or priority 

sector. 

The Committee is, therefore, of the view that the incentives on which the 

Government had initially established the MFEZ project should be reinstated in order 

to attract investment and to achieve the goals for which the MFEZs were created.  

The Committee, further, urges the Government to consider that as landlocked, the 

country needs more incentives to attract investment because the cost of production is 

considerably higher for a landlocked country.   

xiv) The Committee further observes that the demand by the municipal councils for 

developers in the MFEZ to pay property rates is unproductive.  The developers have 

had to stop developing the zones for fear of accumulating property rates.   
 

The Committee recommends that whilst the Rating Act, Chapter 192 of the Laws of 

Zambia, does allow the local authority to collect property rates from every investor 

in their districts, the MFEZs should be exempted.  This would then be part of an 

incentive to the developer.  Further, considering that investors are not willing to 

invest in the MFEZs due to lack of incentives, charging developers’ property rates 

on completed infrastructure is a draw back in the development of the MFEZs.   
 

xv) The Committee also observes that the high electricity tariffs in the MFEZs, which in 

some cases is three times higher than those operating outside the zones, makes the 

cost of production high.  Therefore, investors opt to invest outside the zones.  

Further, the Committee was informed that Lusaka East MFEZ has been facing 

unstable and inadequate power supply which has resulted in the Zone losing out on 

international investment opportunities.  The Committee also learnt that load 

shedding coupled with high electricity tariffs, has resulted in the Lusaka East MFEZ 

not growing at the rate it was anticipated to grow. 
 

The Committee, therefore, implores the Government that as a way to attract 

investors, a special electricity tariff must be introduced in the MFEZs.  Further, the 

Committee recommends that MFEZs should be exempted from load shedding in 

order to attract more investments. 
 

xvi) The Committee observes that the development of the Chambishi MFEZ is being 

adversely affected by politicians who encourage illegal farming in the area in order 

to gain popularity.  The Committee further observes that the influx of unauthorised 

persons into the Zone under the influence of the said politicians could be a major 

contributor to the high number of reported thefts of installations and attacks on the 

investors.  The Committee finds this situation unacceptable.   
 

In this regard, the Committee is of the view that since the farmers were already 

compensated by ZCCZ, legal action should be taken against the illegal farmers, 

trespassers and the politicians influencing illegality in the area.  The Committee 



  

29 
 

further urges the Government to ensure that land for the development of MFEZs is 

depoliticised to facilitate development. 
 

The Committee further recommends that as a way to enhance the Zambia-China 

relationships, deliberate policies should be formulated stipulating what role each 

party is going to play in the bid to grow the economy.  For example, Chinese 

investors should not be allowed to engage in retail business but be limited to 

manufacturing and wholesale, in order not to disadvantage ordinary Zambian traders.  

This will also create business opportunities for Zambian entrepreneurs.   

  

 

PART II 

 

11.0 CONSIDERATION OF THE ACTION-TAKEN REPORT 
 

The Committee considered the Action-Taken Report (ATR) on the Committee’s Report for the 

Second Session of the Twelfth National Assembly as outlined below. 

 

11.1 Consideration of the Action-Taken Report on the Report of the Committee Second 

Session of the Twelfth National Assembly 
 

11.1.1 Review and operationalisation of the current Micro, Small and Medium 

Enterprises Policy 

In its previous Report, the Committee observed that the MSME Policy was old and outdated. It 

did not, therefore, respond to the challenges facing the MSME sector. The Committee further 

observed the misalignment between the MSME Policy and the Seventh National Development 

Plan and other current Government policies such as the Citizens Economic Empowerment 

Commission (CEEC). 

 

In this regard, the Committee strongly urged the Government to review the MSME Policy and 

ensure that it was operationalised expeditiously so as to respond to challenges facing the MSME 

Sector.  

Executive’s Response  

The Executive responded that, through the Ministry of Commerce Trade and Industry and in 

consultation with key stakeholders, it had developed a draft MSME Policy anchored on the 

Seventh National Development Plan (7NDP), the Vision 2030 and other sector plans.  The draft 

revised MSME Policy outlined strengthened goals, objectives, strategies and implementation 

framework of all MSME development efforts in Zambia in order to create a national vision and 

leadership for deliberate development of the MSME sector and to facilitate the creation and 

implementation of relevant and effective sector legislation and regulatory framework.  

 

The revised Policy would focus on areas such as entrepreneurship development, innovation and 

technological capacity of MSMEs, market access opportunities; provision of business 

development services and business finance, and the development of operating premises and 

business infrastructure, among others.  Critical among these was defining the sector, its actors, 

their roles and responsibilities and to ensure coordination and synergies in the implementation of 

MSME support activities. 
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The Government would soon undertake provincial consultations on the revised Policy to ensure 

inclusiveness and, stakeholder ownership and buy-in of measures and strategies contained in the 

policy document before finalisation and submission to Cabinet for final approval, earmarked for 

2019. 
 

In addition, beyond the local market, the liberal trade policy being implemented by the 

Government provided opportunities of trade for locally manufactured goods and services 

produced by MSMEs in the regional and international markets, particularly if products were of 

good quality standard. 
 

Further, the programmes and interventions implemented by the Government and other partners 

to build the capacity of MSMEs were aimed at capacitating them to take advantage of market 

opportunities.  Under programmes on market access, the Government had entered into and was 

negotiating trade agreements at regional, bilateral and multilateral levels that provided market 

opportunities for Zambian products.  These agreements offered many opportunities and benefits 

to producers, exporters, cross border traders, importers and consumers. 

The Executive further responded that it had also developed a stand-alone Investment, Trade and 

Enterprise Development Bill in order to maximise the economic potential of investment 

promotion, trade facilitation and enterprise development in the country as key elements to 

economic growth and development, leading to greater wealth creation and job opportunities for 

all.  

 

Committee’s Observations and Recommendations 

The Committee requests an update on the status of the MSME Policy and on the Investment, 

Trade and Enterprise Development Bill. 

 

11.1.2 Promoting Linkages with the Mining Sector 
In its previous Report, the Committee observed that while mining was the mainstay of Zambia’s 

economy, the sector had not adequately supported the growth of MSMEs by creating market 

opportunities. The mining companies, regrettably, imported most of their basic materials, some 

of which were readily available from local manufacturers and suppliers.   
 

In view of this sad development, the Committee urged the Government to promote value 

addition so as to increase the value of Zambia’s exports. Further, the Government was urged to 

promote local suppliers by compelling mining companies to procure inputs from local companies 

and provide a threshold which should be reserved strictly for local manufacturers and suppliers. 
 

Executive’s Response  

The Executive noted the comment by the Committee and responded that a study to generate 

information to inform the formulation of a strategy to enhance local content was being 

undertaken with the support of the African Development Bank.  The main objective of the study 

was to establish a database of inputs procured by the mining industry, which within the context 

of local content development, were amenable for domestic manufacturing.  Subsidiary objectives 

were to map the raw materials used to manufacture these inputs and capacities for local industry 

to manufacture them in order to create a database of domestic manufacturers. 
 

The study was a recommendation from an earlier study which was undertaken in 2016. The study 

established that there was very little local content and domestic value creation in the main inputs 
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supplied to the mining industry.  That study identified a number of weaknesses that inhibited 

local content and these included: 
 

i) the poor quality of locally manufactured goods, where available; 

ii) general poor manufacturing environment prevailing in Zambia; 

iii) weak manufacturing capabilities among Zambia’s Small Micro Enterprises (SMEs) who 

generally tended to be traders; and  

iv) the general lack of domestic mineral based intermediates for the manufacture of mining 

inputs and assessing capabilities for their local manufacturing. 
 

The study also indicated that an effective local content programme was one that would identify 

and focus on the development of the low hanging fruits for which competitive manufacturing 

capabilities existed, or could quickly be built to avoid circumventing competitive procurement.  

Among the recommendations of the study was the mapping of domestic raw materials for 

manufacturing of mining inputs and assessing capabilities for their local manufacture. 

In this regard, the Ministry of Mines and Minerals Development had requested the support of 

African Development Bank to undertake the development of a database of raw materials, both 

small and large scale mines and manufacturing companies for creation of linkages between 

mineral resources and development.  The study was expected to be completed before the end of 

the 2019. 

 

Committee’s Observations and Recommendations 

The Committee requests a progress report on the promotion of linkages between MSMEs and the 

mining sector.  
 

11.1.3 High and Prohibitive Lending Rates  

In its previous Report, the Committee observed that the cost of borrowing was very high and that 

most MSMEs were unable to honour their credit obligations due to lack of consistent cash 

inflow. This led to most MSMEs folding up in the initial stages of business.  
 

The Committee was aware that in other countries, governments had been able to set the interest 

rates in order to protect local businesses because interest rates, like other prices, were generally 

sticky downwards.  
 

The Committee, therefore, strongly recommended that the Government should compel financial 

institutions to reduce the lending rates in line with declining inflation. 
 

Executive’s Response  

The Executive responded that in the prevailing liberalised policy environment, prices of goods 

and services, including those affecting the cost of credit, were generally determined by the 

market.  The Government, through the Bank of Zambia did not directly compel commercial 

banks to lower or raise interest rates.  Commercial banks were free to set the level of lending 

rates taking into account the cost of funds, operating costs and the risk associated with lending.  

However, the Government influenced the lending rates through implementation of other 

measures such as the setting of the policy rate and the statutory reserves ratio. 
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Committee’s Observations and Recommendations 

The Committee expresses dissatisfaction at the response and requests that the Bank of Zambia 

provide possible alternatives for controlling lending rates such as setting an upper limit above the 

policy rate by which interest rates should not exceed.  

 

11.1.4 Debt Contraction Conditionalities 

In its previous Report, the Committee observed that some of the Government borrowing was not 

promoting the growth of the MSME sector. This was because some of these debts had 

conditionalities where the lender provided not only the financial resources but also the raw 

materials, labour and equipment to the extent that the local players had no role to play. 
 

The Committee recommended that the Government should ensure that certain conditionalities 

that did not encourage the growth of the MSME sector were resolved at debt contraction. 
 

Executive’s Response  

The Executive responded that it noted with great appreciation the recommendation by the 

Committee. In view of the policy on 20 per cent sub contracting and the review of legislation in 

order to give legal backing to the policy, consideration of the benefits to MSMEs in debt 

contraction would be taken into account during negotiations. 
 

Committee’s Observations and Recommendations 

The Committee requests a progress report on the matter. 

 

11.1.5 Amendment of the Loans and Guarantees (Authorisation) Act 

In its previous Report, the Committee recommended that the Government should expedite the 

presentation to Parliament, amendments to the Loans and Guarantees (Authorisation) Act, 

Chapter 366 of the Laws of Zambia, so as to provide for the procedure for approval of loans by 

Parliament before they were contracted by the Government, in line with the provisions of the 

Constitution of the Republic of Zambia (Amendment) Act, No 2 of 2016.  

 

Executive’s Response  

The Executive responded that the revised Loans and Guarantees Authorisation Act was 

presented before Cabinet but was not concluded. It was pending conclusion of the constitutional 

review. 
 

Committee’s Observations and Recommendations 

The Committee requests an update on the amendment of the Loans and Guarantees 

(Authorisation) Act. 
 

11.1.6 Wide Spread Between Saving Rates and Lending Rates  

In its previous Report, the Committee observed that there was a wide gap between the savings 

rates and lending rates offered by the commercial banks, which inhibited both the saving and 

borrowing desires.  
 

The Committee urged the Government to ensure that it came up with workable measures that 

would reduce the gap between lending and deposit rates as a matter of urgency.  
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Executive’s Response  

The Executive responded that it had taken note of the recommendation of the Committee and as 

such would in consultation with key stakeholders, like the Bank of Zambia and Bankers 

Association of Zambia, endeavour to come up with workable measures that would aim at 

reducing the gap between lending and deposit rates. 

 

Committee’s Observations and Recommendations 

The Committee urges the Government to quicken the process of coming up with workable 

measures to reduce the gap between lending and deposit rates and to submit a progress report on 

the matter. 
 

11.1.7 Business Incubation Facilities 

In its previous Report, the Committee observed that the MSME sector lacked mentors and a 

platform for incubation and growth of most MSMEs, especially in the rural areas.  
  

The Committee recommended that the Government should open up industrial clusters in metal 

fabrication, wood processing, textile and leather and other manufacturing activities. The 

Government should also open up incubation centres and industrial parks for MSMEs by focusing 

on the available strengths and resources of particular provinces. The Committee was of the view 

that these would enhance capacity building and also give MSMEs a firm foundation as most of 

them collapsed in the initial stages of operation.  

 

Executive’s Response  

The Executive responded that the Ministry of Commerce Trade and Industry, through the ZDA, 

had identified and facilitated training and formalisation of the Kalingalinga light manufacturing 

cluster in Lusaka and the saw millers and wood processers in Ndola. However, limited funding 

had constrained development of the two clusters. ZDA was also implementing business 

incubation through a virtual business programme which involved on-site mentorship and 

coaching of MSMEs.  
 

The Executive further informed the Committee that the Ministry of Commerce, Trade and 

Industry, through the CEEC, had embarked on the establishment of eight industrial yards in 

Zambia with funding from the African Development Bank. This would entail the setting up of 

significant infrastructure and other support services as well as the procurement of modern 

equipment and the provision of skills training to operate the equipment. In addition, CEEC 

would assist MSMEs, located in the industrial yards with business development services as well 

as the provision of business financing where appropriate.  It was important to note that 

construction of industrial yards had since commenced in Mongu, Kasama, Solwezi, Kitwe, 

Ndola and Chipata while construction of industrial yards in Lusaka and Mansa Districts was 

expected to commence in October 2018. 
 

Committee’s Observations and Recommendations 

The Committee requests a progress report on the setting up of industrial clusters in all ten 

provinces of the country.  

 

11.1.8 Poor Road Network  

In its previous Report, the Committee observed that the poor roads around the country such as 

the Mazabuka-Kafue, Kazungula-Sesheke and Shangombo-Sioma Roads made it difficult for 
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MSMEs to transport both raw materials and finished goods to various towns. This also increased 

the cost of doing business through increased transportation costs.  
 

In this regard, the Committee urged the Government to urgently work on various key roads in 

order to lower transportation costs and encourage growth among both MSMEs and even large 

enterprises.   

 

Executive’s Response  

The Executive responded that it embarked on the programme of construction and rehabilitating 

the road network throughout the country in order to open up new areas for economic 

development.  Because of the need to rationalise expenditure, the Government had adopted a 

phased approach to improve cash flows to projects under implementation.  

 

With regard to the roads in question, the Government had so far done the ones listed below.  
 

a) Kafue to Mazabuka Road 

The Government, through the RDA, engaged Messrs Kaplum and Associates in January, 2018 to 

prepare detailed designs and bidding documents for the Rehabilitation of Mazabuka-Kafue Road.  

Once the designs and bidding documents had been finalised, the next step would be to source 

funds to undertake construction works.  Due to the poor state of the road and the need to 

facilitate continuous flow of traffic in the corridor, RDA in December, 2017 engaged Messrs 

Inyatsi Road Zambia Limited to carry out maintenance works pending the rehabilitation of the 

road. 

 

b) Kazungula to Sesheke Road 

The contract for construction of Kazungula-Sesheke Road was awarded to Messrs Helmet 

Engineering and Construction Limited at a contract sum of K914, 932,572.02 with a completion 

period of eighteen months.  The contract was signed on 2nd October, 2017.  However, progress of 

works had been slow owing to limited funds for the project.  It was envisaged that the works 

would accelerate once funding to the project improved. 

c) Shangombo to Sioma Road  

The contract for upgrading of the 38 kilometre Sioma-Nangweshi Road to bituminous standard 

was awarded to Messrs China Geo Engineering Corporation at a sum of ZMW188, 968.04. 

Works commenced on 3rd April, 2014 and were scheduled to be completed on 22nd October, 

2018 subject to improved funding towards the project.   

 

Committee’s Observations and Recommendations 

The Committee notes that works on the roads in question have not yet been completed and 

requests a progress report on the matter. 

 

11.1.9 Unfair Levies  

In its previous Report, the Committee observed that business enterprises, particularly those 

involved in tourist transfers, were subjected to too many levies, thus increasing the cost of doing 

business. For instance, the introduction of a levy at the Victoria Falls Bridge of US$10 and  

US$14 per entry of a seven and twenty two-seater buses, respectively, as well as the Kazungula 

toll fee for mini-buses currently at K80 per trip had negatively impacted on the business of the 

MSMEs involved in tourist transfers. 
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The Committee recommended that the Ministry of Transport and Communication should 

intervene and consider charging a daily fixed rate in order to make the business environment 

more favourable. 

 

Executive’s Response  

In its response, the Executive requested the Committee to note that the levies charged at the 

Victoria Falls Bridge were instituted with the aim of renewing the life span of the bridge which 

was built in 1905, with an expected life of the 100 years.  By the year 2005, the life span of the 

Bridge had reached its design life of 100 years.   As such, the Government had instituted the user 

must pay mechanism. 
 

The Victoria Falls Bridge was jointly owned by Zambia and Zimbabwe and administered by an 

inter-state private company called Emerged Railways Properties (Pvt) Limited (ERP) made up of 

two shareholders, Zambia Railways Limited (ZRL) and National Railways of Zimbabwe (NRZ). 

ERP had been able to undertake the short term works recommended by RAMBOLL, the 

Consultants, and had commenced some of these works. 
 

The long term works, however, which were estimated in excess of $4.2 million in 2005, had not 

been carried out due to funding constraints.  As a way of trying to mitigate this, ERP had been 

trying to raise funds for the remaining renewal maintenance works through bridge tolling of 

heavy vehicles. 
 

The Committee was further requested to note that the Government would consider introducing a 

frequent user charge as it had done at other tolling points. 

 

Committee’s Observations and Recommendations 

The Committee reiterates its earlier recommendation and requests a progress report on the 

introduction of a fixed daily charge.  

 

11.1.1 Cashew Infrastructure Development Project  

In its previous Report, the Committee observed that only about 800,000 cashew nut trees had 

been planted out of the 6 million cashew nut trees that were supposed to be planted under the 

Cashew Infrastructure Development Project (CIDP). The Committee further observed that only 

about 10 per cent of the funding had been utilised and the project was in its third year of the 

planned five years.  
 

The Committee recommended that the Government should review the performance of the project 

to ensure speedy project implementation and consider extending the project until the targeted 6 

million trees had been planted.  

 

Executive’s Response  

The Executive responded that the CIDP which was launched in November 2016, was being 

implemented for a period of five years in ten Districts of Western Province; namely Mongu, 

Limulunga, Senanga, Kalabo, Nalolo, Sikongo, Shangombo, Sioma, Lukulu and Mitete.  The 

primary beneficiaries were small scale cashew farmers, processors and the private sector. 
 

The Project had, as at 16th July 2018, spent US$6,615,423.98 representing 14 per cent of the total 

disbursement of the total loan of US$45,000,000.00. 
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The project aimed to directly benefit 60,000 beneficiaries, each planting one hectare or 100 trees.  

The project would thus give a total of 6 million productive trees.  The project was targeting one 

million trees per year to be planted.  However, in 2017 which was the first year of the 

implementation phase, 800,000 trees were planted out of the targeted one million.  850,000 

cashew trees had been planted so far.  It was envisaged that six million cashew trees would be 

planted during the project period and one million cashew trees were planned to be planted every 

year.  The project could not reach the targeted one million plants in the first year of its 

implementation because of the challenge associated with seedling suppliers. Seedling suppliers 

were supposed to supply to local farmers but did not have quality seedlings.  However, this 

challenge had been dealt with as suppliers of quality seedlings had been registered and were 

known. 
 

The Government, was also partnering with Western Cashew Industries (WCI), Cashew Growers 

Association of Zambia (CGAZ) and Zambia Works Economic Development Limited to ensure 

that the project would plant the targeted six million trees by the end of the project.  There was, 

however, an option of extending the project by one year.   
 

In April 2018, the CEEC entered into an agreement with the Department of Agriculture to 

implement a Matching Fund sub-component for the CIDP.  
 

The Matching Fund sub-component of the project had three components which included:  
 

(a) irrigation infrastructure for cashew nurseries and clone gardens; 

(b) cashew plantation rejuvenation and establishment; and 

(c) infrastructure for cashew-processing and marketing.  
 

There was also capacity building which had three sub-components, namely training; technical 

support; and matching fund. In addition there would be project management with two sub-

components, that is, project coordination; and monitoring and evaluation.   
 

Gender, social and environmental issues had been considered in all project activities. 

Committee’s Observations and Recommendations 

The Committee requests a progress report on the matter.  

 

11.2 Consideration of the Action-Taken Report for the First Session of the Twelfth 

National Assembly 
 

11.2.1 The Coordination Mechanism for Public Private Partnerships in the Country  

In its previous Report, the Committee strongly recommended that the Government needed to 

come up with measures to enhance the coordination mechanisms among all the relevant 

stakeholders with regard to Public Private Partnerships (PPPs). In this regard, the roles of all 

stakeholders needed to be clearly defined to avoid duplication of functions, which perpetuated 

the bureaucracy in the PPP process. This was especially so because the coordination mechanism 

between the PPP Unit, contracting authorities and other key stakeholders such as the private 

sector and commercial banks, were too weak to advance the PPP agenda. Further ZDA, CEEC 

and IDC, which were better placed to market and promote PPPs in the country, had weak 

linkages with the PPP unit. 
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Executive’s Response  

In January, 2018, the Government with support of cooperating partners including the World 

Bank engaged a consultancy firm to provide technical support in the development of the Public 

Investment Management System (PIMS).  The process of developing the PIMS was focused on 

the areas outlined below. 
 

i) Development of the procedures, guidelines and manuals for appraisals of public 

investment projects.  This process was underway and was expected to be concluded by 

the end of 2018. 
 

ii) Providing training to critical staff in the Ministry of National Development Planning 

and other Ministries in the various aspects of project appraisal including financial and 

economic analysis as well as risk and stakeholder analysis.  The training was meant to 

equip officers with knowledge and skills required to effectively and efficiently conduct 

the financial and economic appraisal of public investment projects. Twenty six officers 

had since been trained. 
 

iii) Providing support to the Ministry of National Development Planning and other 

Ministries in the use and application of the PIMS guidelines and manuals in the 

appraisal of a selected number of projects.  This would be done once the procedures, 

guidelines and manuals had been finalised. 
 

iv) Providing technical specification for the development of an ICT system including 

database that would support the PIMS.   

 

The process of developing the PIMS was expected to be concluded by the end of 2018.  

 

Committee’s Observations and Recommendations 

The Committee requests a progress report on the development of the Public Investment 

Management System as it was reported to the Committee that certain aspects are still 

outstanding.  

 

11.2.2  Private sector participation in the implementation of PPPs in Zambia  

In its previous Report, the Committee noted the response from the Executive that it had reduced 

commercial bank reserve ratios, controlled the inflation rates and other key economic 

fundamentals through the Bank of Zambia. The Committee resolved to keep the matter active, as 

the steps taken by the Government had not enhanced the participation of the local Zambians in 

the larger economic activities. The Committee urged the Government to take more affirmative 

action targeted at allowing the local business sector to participate in the larger economy.  

 

Executive’s Response  

The Executive responded that it had undertaken several measures to improve access to affordable 

financing by the domestic private sector. These initiatives by the Government were intended to 

facilitate access to financing for various investment initiatives, including participation in PPPs. 

 

Committee’s Observations and Recommendations 

The Committee reiterates its earlier recommendation and urges the Executive to clearly outline 

the steps taken to enhance local private sector to participation in PPP projects.   
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11.2.3 PPP Strategic Development Plan for strengthening PPPs in Zambia 

In its previous Report, the Committee recommended that the PPP Strategic Plan should clearly 

spell out the list of pipeline projects which would form a bankable document for the private 

sector to use for mobilising resources to finance the projects under the PPP arrangement. 

 

Executive’s Response  

The Executive responded that the PPP Unit had in place a list of PPP pipeline projects. The list 

would be availed to the Committee in due course. 
 

Committee’s Observations and Recommendations 

The Committee requests to be kept updated on the matter. It also resolves to keep the matter 

open until the list is availed to it.  

 

11.2.4 Cost of Service Study 

In its previous report, the Committee resolved to await a progress report on the Cost of Service 

Study by the Energy Regulation Board (ERB). 
 

Executive’s Response  

The Executive responded that the consultant engaged to undertake the study, Economic 

Consulting Associates (ECA) of the United Kingdom, had withdrawn from the study.  
 

Following ECA’s withdrawal, the ERB had written a letter to the African Development Bank on 

the availability of the funds and to formally inquire on the willingness of the Bank to continue 

funding the Study, since only 10% of the contract sum was paid to the consultant. Further the 

ERB had also requested for possible options to be considered on the procurement of a new 

consultant to undertake and complete the Study. The ERB was, therefore, awaiting a response 

from the Bank. 

 

Committee’s Observations and Recommendations 

The Committee will await a progress report on the status of the Cost of Service Study, as tariff 

increase by Zesco in the absence of this study will be unjustified. 

 

 

11.2.5 Standardised PPP bidding document and manuals  
In its previous Report, the Committee resolved to await a progress report on the formulation of 

the standardised bidding document and manuals, which should be availed to the Committee once 

published. 

 

Executive’s Response  

The Executive responded that the PPP Unit commenced the procurement process and was 

inviting requests for proposals for the drafting of specific guidelines, regulations and standard 

bidding documents, including manuals for the PPP framework. 
 

Committee’s Observations and Recommendations 

The Committee requests a progress report on the matter.  
 

11.2.6 PPP guidelines and procurement standards 
In its previous Report, the Committee resolved to await a progress report on the development of 

the guidelines and procurement standards for implementation of PPP projects. Further, the 
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Committee awaited a progress report on the consultations on formulating a standardised bidding 

document and sector specific technical and best practice guidelines by project type. 
 

Executive’s Response  

The Executive responded that the procurement process on the hiring of a consultant on the draft 

PPP Regulations, Technical and Best Practice Guidelines as well as Standard Bidding 

Documents for PPPs had been cancelled due to insufficient funds. However, it was resolved that 

the terms of reference should be unbundled into three separate interventions, which would then 

be procured through separate processes. These processes would include: 
 

i) the development of PPP Regulations, to be undertaken through a request for technical and 

financial proposals from the three firms that submitted proposals under the previous 

process; 

ii) the development of standard bidding documents, to be undertaken through an internal 

process consisting of officers from the Procurement Unit and other relevant departments 

within the Ministry of Finance, such as Investment and Debt Management and Economic 

Management Department, guided by the PPP Unit as well as other stakeholders such as 

Ministry of Justice and Zambia Public Procurement Authority; and 

 

iii) the development of best practice guidelines for PPPs, through continued engagements 

with cooperating partners such as the World Bank, Department for International 

Development (DFID) and the Southern African Development Community (SADC) PPP 

Network, among others. 

 

Committee’s Observations and Recommendations 

The Committee requests a progress report on the development of the PPP regulations and 

guidelines.  

 

11.2.7 Financing of public universities 

In its previous Report, the Committee resolved to await a progress report on the proposed 

measures that were submitted to Cabinet, aimed at liquidating the debt and implementing prudent 

management strategies at the University of Zambia, Copperbelt University and Mulungushi 

University.   
 

Executive’s Response  

The Executive responded that the recommendations listed hereunder were made to Cabinet. 
 

a) A Joint Industrial Council Agreement be put in place to facilitate formation of one Joint 

Industrial Bargaining Team on behalf of the employer to be negotiating with 

representatives of the unions from the three public universities.  The Joint Industrial 

Bargaining Team would, inter alia, facilitate harmonisation of conditions of service 

across the three public universities.  To facilitate this, the Ministry of Higher Education 

would be required to issue a circular providing guidance to all public universities on this 

matter.  It was further envisaged that salary adjustments would not be uniform across 

the universities until the vertical discrepancies in the salary structure were eliminated.  

In order to minimise the cost of harmonising the salary structure, this would be done 

over a period of three years, starting in 2018.  
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b) In addition to harmonising the actual salaries, the conditions of service would also 

require harmonisation.  This exercise would require a number of steps to be undertaken. 
 

c) In order to address the challenge of inadequate funding to universities, the Government 

through the Ministry of Finance, would be required to increase the budget allocation for 

grants to the universities. 
 

d) Public universities should begin utilising Masters and PhD scholarships offered through 

the Loans and Scholarships Board in order to free up some resources targeted for 

individual capacity building in their budgets for other critical expenditure items.  The 

only exception would be for programmes that were not offered through the available 

pool of scholarships. 
 

Committee’s Observations and Recommendations 

The Committee requests a progress report on the status of the proposed measures that were 

submitted to Cabinet, aimed at liquidating the debt and implementing prudent management 

strategies at the said universities. 

 

11.2.8 Meeting with Management of the Kenneth Kaunda International Airport 

(KKIA) 

In its previous Report, the Committee noted the progress made towards the establishment of a 

national airline. The Committee resolved to request the Executive to avail it with information on 

how it intended to finance its equity/shareholding; the model it would use; and the shareholding 

arrangement, so as to avoid contracting more debt as this activity was not provided for in the 

2018 National Budget. 

 

Executive’s Response  

The Executive responded that in relation to the funding of the project, the financing for the 

national airline had been sustainably designed to ensure that the airline did not seek bailouts 

from the Government.  A total of US$30 million would be required to establish a national airline 

in year one.  The Government of the Republic of Zambia’s equity contribution was US$16.5 

million out of which US$11.5 million would be cash contributions and US$5 million would be 

assets in form of hangers, training school and office space.  The equity contribution for Ethiopian 

Airlines was US$13.5 million, all in cash in the first year of operations.   

 

With reference to the operations of the airline, the estimated total income from ticket sales in 

year one was an average of US$3,381,043 per month or US$40,572,515 per year.  This was 

against average monthly expenses of US$3,969,585 or US$47,635,020 annually. 

 

Owing to the above, the projected annual revenue from ticket sales and other commercial 

activities was US$40,572,515 against an annual operating budget of US$47,635,020.  This left 

an operating deficit of US$7,062,505.  However, Ethiopian Airlines would make a cash equity 

contribution of US$13,500,000 towards: 
 

i) aircraft lease US$9 million; 

ii) insurance at US$ 187, 490; and 

iii) security deposit of US$4,312,511. 
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The Government of Zambia would equally make cash contribution of US$11.5 million towards 

operating costs.  This was not earmarked to a specific operating cost.  With the equity cash 

contribution from the Government of Zambia and Ethiopian Airlines, the annual operating 

budget deficit reduced by US$ 25million.  Thus, there would be an operating budget deficit of 

US$22,635,020 or US$2,829,377 per month which would be covered from revenue from ticket 

sales. 

 

With a monthly cash expenditure of US$2,829,377, the US$11.5 million from the Government 

would cover four months operating costs.  Therefore, the US$22,635,020 would be spread over a 

period of eight months or US$2,829,377 per month.  Further, the projected revenue to be 

generated from ticket sales would average US$3,381,043 per month or US$40,572,515 per year. 
 

Therefore, with an average monthly revenue collection of US$3,381,043 and operating costs of 

US$2,829,377 per month, the airline would make a surplus of US$ 551, 666 per month on 

account of the US$25 million cash contribution from the Government and Ethiopian Airlines. 

The national airline would, therefore, have a carryover capital of US$6,619,992 to year two from 

year one. 
 

In year two, the airline would generate US$54,682,055 from ticket sales and other revenue 

generating ventures against an annual operating budget of US$60,641,879.  With a carryover of 

US$6,619,992 from year one, the airline would, therefore, make pre-tax profit of US$660,168 in 

year two. 
 

With reference to the budget, the Executive responded that the Committee had rightly observed 

that the equity contribution for Zambia had not been provided for in the 2018 National Budget. 

However, the Ministry of Transport and Communications would engage the Ministry of Finance 

for funding of the US$11.5 million cash contribution required for the project. 

 

Committee’s Observations and Recommendations 

The Committee takes note of the progress made and requests to be kept updated on the matter.   

 

11.2.9 Meeting with Management of Itezhi Tezhi Hydro Power Corporation  

In its previous Report, the Committee recommended that the Government, through the relevant 

Ministry should engage the Itezhi Tezhi District Council and the management at Itezhi Tezhi 

Power Corporation (ITPC) in order to discuss how the community could be assisted to build 

capacity in project identification. This followed the report that the community of Itezhi Tezhi 

had failed to identify projects to be implemented under corporate social responsibility by ITPC. 

 

Executive’s Response  

The Executive responded that since the inception of the Itezhi Tezhi Hydro Power Project, ITPC 

had been engaged in discussions with the major stakeholders in the community, mainly the local 

authority and the traditional leadership over matters of corporate social responsibility in Itezhi 

Tezhi.  The local authority had, within its structures, the Ward Development Committee and the 

full council meetings where discussions were held from time to time for project identification.  

 

As a corporate citizen, the ITPC was informed of the local authority’s preferred developmental 

projects list which was derived from engagements with its ward councillors, among others. The 

local authority had the official mandate to provide guidance on project identification bearing in 



  

42 
 

mind in this case, the areas of intervention as communicated by ITPC, that is, health, education 

and environment. These areas constituted the parameters within which the corporate social 

responsibility projects should be implemented. 

 

Committee’s Observations and Recommendations 

The Committee requests a progress report on which projects have actually been identified.   

 

11.2.10 Meeting with Management of the Kasumbalesa One-Stop Border Post 

In its previous Report, the Committee urged the Executive to expedite the process of coming up 

with the Memorandum of Understanding with the Ming’omba Community considering that the 

issue had dragged on for too long. 

 

Executive’s Response  

The Executive responded that the matter between the Chililabombwe Municipal Council and the 

Ming’omba Community was still in court and, therefore, the Memorandum of Understanding 

could not be concluded until the case was disposed of. 

 

Committee’s Observations and Recommendations 

The Committee requests to be kept updated on the matter until it is settled in court and a way 

forward is agreed.  

 

11.2.11 Deployment of police officers to Kasumbalesa One-Stop Border Post  

In its previous Report, the Committee requested the Executive to urgently provide funds for the 

recruitment of officers to be deployed to secure the Kasumbalesa One-Stop Border Post and to 

ensure that officers were deployed to the border post expeditiously. 

 

Executive’s Response  

The Executive responded that Treasury Authority was granted to recruit 1,000 police officers in 

2018 and the recruitment process was ongoing.  Although the number of police officers to be 

recruited was not adequate to cater for the manpower shortfall countrywide, the 1,000 police 

officers would contribute to reducing the gap.  Furthermore, there would be need to construct 

both office and staff housing units for extra officers at Kasumbalesa Border. However, this may 

only be considered once ongoing projects had been completed as per Government policy.  

Committee’s Observations and Recommendations 

The Committee requests a progress report on the recruitment of the police officers and 

deployment of additional officers to Kasumbalesa Border Post. 

 

11.2.12  Kasumbalesa Border Infrastructure Development Plan 
In its previous Report, the Committee recommended that the Government should intervene by 

coming up with a proper infrastructure development plan. The plan should incorporate sanitation 

facilities so as to improve the outlook of the border area at Kasumbalesa and also prevent the 

outbreak of diseases. 

 

Executive’s Response  

The Executive responded that the Council was in the process of engaging the Ming’omba 

Community with a view to come up with a Memorandum of Understanding aimed at formalising 

existing buildings and re-planning the area in order to accommodate modern facilities. In order 
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to enforce development control, the Chililabombwe Municipal Council had created an office at 

Kasumbalesa Border Post where offices from various Council departments were stationed to 

monitor ongoing activities to prevent further mushrooming of slums.  

 

Committee’s Observations and Recommendations 

The Committee requests a progress report on the status of the Kasumbalesa Border infrastructure 

development plan.  

 

11.2.13 Deployment of immigration officers to Kasumbalesa One-Stop Border Post  

In its previous Report, the Committee urged the Executive to expedite the process of recruiting 

immigration officers and resolved to await a progress report on the matter.  

 

Executive’s Response  

The Executive responded that Treasury Authority had been granted to recruit 152 immigration 

officers in 2018 and the recruitment process would commence as soon as all logistics were in 

place.  However, the 152 immigration officers to be recruited were not enough to fill the deficit 

in the staff establishment considering that, from its inception in 1965, the Department of 

Immigration did not have the infrastructure to cater for new officers.  There were nineteen staff 

houses at Kasumbalesa Border for immigration officers but only ten were occupied as the other 

nine were dilapidated.  The Government would soon commence the construction of twenty new 

staff houses for the Immigration Department at Kasumbalesa Border to cater for both serving 

officers and those that would be taken there after recruitment.  

 

Committee’s Observations and Recommendations 

The Committee requests a progress report on the recruitment of immigration officers and their 

deployment to Kasumbalesa Border Post. 

 

11.2.14  Digitalisation of the Kasumbalesa Border Post  

In its previous Report, the Committee observed that it has taken an inordinately long time to 

modernise the infrastructure at Kasumbalesa Border Post, considering that the modernisation 

strategy of Zambia Revenue Authority (ZRA) for implementing information communication 

technology systems was embarked on in 2016. The Committee resolved to await a progress a 

report on the interfacing of the border facility with the ZRA system. 

 

Executive’s Response  

The Executive responded that through the SMART Zambia Institute, it had developed standards 

that would enable easy integration of electronic platforms and provision of ICT infrastructure 

through the Government Wide Area Network.  The SMART Zambia Institute e-Government 

Technical Team would provide technical support to ZRA to accelerate the implementation of 

digitalisation of the Kasumbalesa Border Post and other priority revenue collection institutions in 

line with the Seventh National Development Plan targets.  

 

Committee’s Observations and Recommendations 

The Committee requests a progress report on the status of the implementation of the 

digitalisation of the Kasumbalesa Border Post. 
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11.3 Consideration of the Action-Taken Report for the Fifth Session of the Eleventh 

National Assembly 
 

11.3.1 Implementation of the e-voucher system 
In its previous Report, the Committee resolved to request a progress report on the e-voucher 

system in view of the perceived high inefficiencies that had been experienced by the farmers in 

its implementation. The Committee also resolved to await a progress report on how the funds 

saved from the introduction of the e-voucher had contributed to research and extension services.  

 

Executive’s Response 

The Executive responded that the implementation of the e-voucher faced a number of challenges, 

for example, ICT challenges in some districts and delays by banks to distribute and load the e-

voucher cards.  In order to address these challenges and at the same time avoid putting national 

and household food security at risk, the Government had to relook at the programme for the 

2018/2019 farming season. 
 

For some districts, the Government would directly procure and distribute fertiliser and assorted 

seed varieties for issuance to farmers in these selected districts, while in some districts, a cardless 

system would be used by farmers to access inputs, and agro dealers would continue to supply 

inputs to farmers. However, the affected districts would be re-introduced back onto the e-

voucher system once the noted challenges were addressed. 
 

As for funds saved from the introduction of the e-voucher system, these funds were retained by 

the Ministry of Finance who would distribute the funds to other sectors of the economy.  

 

Committee’s Observations and Recommendations 

The Committee will keep the matter open until the challenges and inefficiencies that are being 

experienced by the farmers in the implementation of the e-voucher are ironed out.  The 

Committee, therefore, seeks a progress report on the matter. 
 

11.3.2 Land Policy 

In its previous Report, the Committee noted the response from the Executive with 

disappointment, considering that it had taken too long to finalise the issue of the Land Policy 

when poor citizens had continued to suffer displacements, especially at the hands of foreigners. 

The Committee resolved to keep the matter open and to request the Government to expedite the 

process of finalising the development of the land policy which was ear marked to be completed 

before the end of 2017. 

 

Executive’s Response 

The Executive responded that the Ministry of Lands and Natural Resources had in place a Draft 

National Land Policy which was developed following a comprehensive consultative process with 

various stakeholders such as local authorities, Government departments, non-governmental 

organisations, co-operating partners, traditional leaders, academia and civic leaders.  This Draft 

Policy was subjected to a validation meeting on 28th February, 2018 with key stakeholders.  The 

validation objective was not met as the chiefs did not support the document.  A road map to 

finalise the document was proposed and it was agreed that the chiefs’ concerns would be 

addressed during the May 2018 sitting of the House of Chiefs. 
 



  

45 
 

In the meantime, the chiefs undertook their own provincial consultations and convened a Chiefs’ 

National Indaba from 28th to 29th May, 2018 which the Ministry of Lands attended in an observer 

capacity.  The official sitting of the House of Chiefs took place 23rd to 27th July, 2018 and the 

Ministry used this meeting to further engage the chiefs for purposes of obtaining their feedback 

in order to finalise the National Land Policy.   

 

Committee’s Observations and Recommendations 

The Committee reiterates its earlier observation and recommendation and requests progress 

report on the finalisation of the Land Policy. 
 

11.3.3 Youth Development Fund 

In its previous Report, the Committee urged the Executive to put in place measures to enhance 

the management of the Youth Development Fund (YDF) so that it could achieve its intended 

goal. The Executive was further urged to review the YDF guidelines. 

 

Executive’s Response  

The Executive responded that the Zambia Institute of Policy Analysis and Research (ZIPAR) had 

concluded assessment of the YDF. ZIPAR submitted a draft report to the Ministry of Youth, 

Sport and Child Development which provided feedback to enable ZIPAR finalise the report and 

circulate to stakeholders.  The main recommendation outlined in the report was that the YDF was 

a good programme and should continue, but should be managed by a specialised financial 

institution and not the Government.  The role of Government should only be to provide policy 

guidance. 

 

In this regard, the Ministry was reviewing the mechanism of the Fund in line with the 

recommendations of the ZIPAR report.  Further, the Ministry would disseminate the report for 

the Committee’s information once it had been printed. 

 

Committee’s Observations and Recommendations 

The Committee will keep the matter open until the management of the YDF is enhanced. In this 

vein, the Committee awaits a progress report. 

 

11.4 Consideration of the Action-Taken Report for the Fourth Session of the Eleventh 

National Assembly 
 

11.4.1 Unbundling of ZESCO 

In its previous Report, the Committee expressed concern that the Government rejected the 

recommendation for the unbundling of ZESCO Limited and did not provide a way forward on 

how the efficiency of the company was going to be improved. It resolved not to close the matter 

until the Government gave a clear roadmap on how the efficiency of the company would be 

enhanced. The previous Committee, therefore, resolved to await a progress report on the matter 

and to continue monitoring the progress of ZESCO operations.  

 

The Committee resolved to continue monitoring the progress of ZESCO operations and also 

await a report of the Technical Committee which was developing the terms of reference for the 

procurement of a consultant who would undertake a study on ZESCO’s performance.  
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Executive’s Response  

The Executive responded that the Ministry of Energy prepared a Cabinet memorandum on 

Energy Sector Reforms: Transformation of ZESCO Limited. Cabinet had decided to transform 

ZESCO Limited by first looking at its operational and financial challenges. An implementation 

Committee  headed by the Secretary to the Cabinet would be appointed to draw up a road map of 

these reforms and quickly implement recommendations needed to transform the performance of 

ZESCO. 

 

Committee’s Observations and Recommendations 

The Committee requests a progress report on the matter 

 

11.4.2 Dismantling debt owed to ZESCO Limited 

In its previous Report, the Committee had recommended that a practical strategy must be found 

for the dismantling of the debt that was owed to ZESCO Limited by the Government.  

 

Executive’s Response  

In its response, the Executive updated the Committee as follows: 
 

i) the accumulated debt amounting to K611, 579,650.76 as at 28th July, 2018 was a 

liability that had not yet been verified with internal auditors; 

ii) the debt swap between the Government and ZESCO would only involve debt 

accumulated by purely Government ministries and departments; 

iii) with regard to the operationalisation of the debt swap, the internal auditors had started 

the verification process of the outstanding debt and was only awaiting logistical 

arrangements from ZESCO; and 

iv) the verification process as per procedure would include engagements between ZESCO 

and the Ministry of Finance. Once the report had been finalised, authority would be 

sought to effect the debt swap.   

 

Committee’s Observations and Recommendations 

The Committee requests a progress report on the operationalisation of the debt swap.  

 

11.4.3 National Social Protection Bill  

In its previous Report, the Committee sought a progress report on when the Social Protection Bill 

would be presented to Parliament. 

 

Executive’s Response 

The Executive responded that the National Social Protection Bill was drafted by Government in 

consultation with key stakeholders drawn from the Tripartite Consultative Labour Council.  The 

plan was to finalise the Bill on time and submit it to Parliament for approval during the 

September, 2017 sitting.  However, the Bill was not presented to Parliament as earlier anticipated 

owing to a number of issues legitimately raised by the Ministry of Justice. This was with a view 

to ensuring that the provisions of the Bill were consistent with other national laws.  In this 

regard, the Bill was being fine tuned and had been resubmitted to the Ministry of Justice for 

further legislative drafting and subsequent presentation to Cabinet for approval.   

 

Committee’s Observations and Recommendations 

The Committee requests a progress report on the Social Protection Bill. 
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11.4.4 Tour to the Copperbelt Energy Corporation - Kabompo Hydro Electric 

Power Project  
In its previous Report, the Committee resolved to await a progress report on the efforts 

Government was making to address the challenges faced by Copperbelt Energy Corporation 

(CEC) in implementing the Kabompo Gorge Hydroelectric Power Project and ensuring that title 

deeds for the project land were processed. 

 

Executive’s Response 

The Executive responded that the Government, through the Ministry of Lands and Natural 

Resources, was committed to supporting the implementation of the project. In order to conform 

to the provisions of the Constitution as well as the Water Resources Management Act, No 21 of 

2011, the Ministry engaged CEC and excluded the water frontages from the land that was 

originally applied for. The total land size applied for was in excess of 1,000 hectares, and 

therefore needed approval by the President. The Ministry wrote a letter to the President dated 8th 

May 2018, seeking approval in relation to the application from Copperbelt Energy Corporation. 

The total area size involved was 7,500 hectares.   The Ministry was awaiting approval from the 

President before the Certificate of Title could be processed. 

 

Committee’s Observations and Recommendations 

The Committee requests a progress report on the issuance of the Certificate of Title.   

 

11.5 Consideration of the Action-Taken Report for the First Session of the Eleventh 

National Assembly 

 

11.5.1 Comprehensive debt strategy and policy 

In its previous Report, the Committee resolved to await a progress report on the preparation of 

the new Public Debt Policy. 

 

Executive’s Response  

The Executive responded that debt management was still being guided by the Medium-Term 

Debt Strategy (MTDS) developed in 2017. The MTDS was coming to an end in 2019.  The 

Ministry of Finance undertook the Debt Sustainability Analysis (DSA) in April, 2018, taking 

into consideration the prevailing macroeconomic changes and the new perspective borrowings.  

The DSA had since been shared with Cabinet and was awaiting publication and subsequent 

implementation. 

 

The Executive further explained that the Ministry of Finance was still committed to putting in 

place the Public Debt Policy within the MTDS period and, as such, work had commenced to 

achieve that. 

 

Committee’s Observations and Recommendations 

The Committee requests a progress report on the formulation of a Public Debt Policy.  

 

11.6 Consideration of the Action-Taken Report on the Report of the Auditor General on 

the Management of Occupational Safety and Health for the Fifth Session of the 

Eleventh National Assembly 
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11.6.1 Occupational safety and health policy 
In its previous Report, the Committee resolved to await an update on the outcome of the draft 

Occupational Safety and Health (OSH) Policy. The Committee also urged the Executive to 

ensure that the new OSH Policy was harmonised with various pieces of legislation related to 

OSH and International Labour Organisation (ILO) standards. The Committee further urged the 

Executive to expedite consultations on the review of the OSH legislation. 

 

Executive’s Response 

The Executive responded that the stakeholders’ meeting to validate the draft OSH policy was yet 

to take place.  There were minor concerns brought to the attention of Government with regard to 

the coherence, coverage and comprehensiveness of the OSH policy.  In this regard, the 

Government resolved to undertake further consultations with the key stakeholders, including the 

Occupational Safety and Health Institute and the Mines Safety Department.  The Government 

had provided funds to hold a validation meeting on the draft policy with stakeholders. 

 

Committee’s Observations and Recommendations 

The Committee requests a progress report on the finalisation of the OSH Policy. 

 

11.6.2 Occupational safety and health institutional strategic plans 

In its previous Report, the Committee resolved to await a progress report on the preparation of 

institutional strategic plans that addressed OSH issues. 
 

Executive’s Response 

In its response, the Executive indicated that through the Ministry of Labour and Social Security, 

it had drafted the National Social Protection Bill in April, 2016 for consideration.  Following 

guidance from Cabinet Office, the Bill was being revised with input from stakeholders through 

the Tripartite Consultative Labour Council.  The Government was targeting to submit the Bill in 

the September, 2017 meeting of Parliament. 

 

Committee’s Observations and Recommendations 

The Committee notes with disappointment that it is over two years now and several meetings of 

the National Assembly have passed since 2017.  However, the National Social Protection Bill 

has not yet been submitted. It calls for expeditious action on this matter and requests a progress 

report on the preparation of institutional strategic plans that address OSH issues.  

 

11.6.3 Occupational safety and health legislation 
In its previous Report, the Committee resolved to await an update on the review of the relevant 

pieces of legislation on OSH in order to harmonise them with ILO standards. The Committee 

urged the Executive to expedite the presentation of the proposed labour law before Parliament, 

considering that it had not done so in the September, 2017 meeting of the House. The Committee 

further urged the Executive to ensure that the new OSH policy operationalised a single 

regulatory authority to serve as a one stop shop for all matters relating to OSH. 

 

Executive’s Response  

In its response, the Executive took note of the recommendation by the Committee and explained 

that the Factories Act, Chapter 441 of the Laws of Zambia was undergoing a comprehensive 

review as part of the broad labour law reforms. This was being done with support from the 

Southern Africa Tuberculosis Health Support Systems (SATBHSS) Project.  So far, the 
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Construction (Safety and Health) Regulations had been reviewed in conformity with 

requirements under the ILO Standards Convention 167 and were submitted to the Ministry of 

Justice for legislative drafting.  This was in addition to the two statutory instruments under the 

Factories Act which were earlier issued in January, 2018 by the Minister of Labour and Social 

Security, to enhance factory inspections.   

 

Committee’s Observations and Recommendations 

The Committee requests a progress report on the review of OSH legislation. 

 

11.6.4 Poor funding for occupational safety and health operations 
In its previous Report, the Committee expressed concern at the poor funding towards OSH which 

lead to operational challenges and the lack of equipment and personnel to conduct inspections. 

The Committee urged the Executive to redress the situation by providing adequate funding for 

the effective functioning of institutions responsible for OSH and resolved to await a progress 

report. The Committee also urged the Executive to submit its strategic plan, spelling out how the 

massive operational challenges that the implementing units were facing would be fully 

addressed. It resolved to await a progress report. 

 

Executive’s Response  

It was indicated in the Action-Taken Report that the Government planned to procure computers 

and motor vehicles progressively for the field stations in order to address the operational 

challenges encountered by the Labour and OSH Inspectors in their operations. Other avenues 

would be used to engage the cooperating partners and mobilise resources for purchasing motor 

vehicles which would help enhance service delivery.  Capacity building will be undertaken with 

the Inspectors to equip them with requisite skills in labour and OSH administration.  

 

Committee’s Observations and Recommendations 

The Committee requests a report on the implementation of these plans so as to resolve the 

operational challenges of the units. 

 

11.6.5  Inadequate personnel to carry out meaningful safety and health inspections  

In its previous Report, the Committee expressed concern that the Executive had not prioritised 

OSH in terms of ensuring that there was adequate personnel in the concerned institutions. The 

Committee resolved to await a progress report on the granting of Treasury authority to fill the 

positions in the revised organisation structure for the Occupational Safety and Health 

Department. 

 

Executive’s Response  

The Executive responded that following the revision of the organisation structure of the 

Occupational Safety and Health Services Department under the Ministry of Labour and Social 

Security, the approved establishment stood at fifty three. This number included forty professional 

staff, inclusive of the field offices in Ndola, Kitwe, Kabwe, Choma and Livingstone. Out of the 

professional staff positions, only thirteen were filled. Treasury authority was yet to be granted to 

recruit more staff under the Department. The Ministry of Labour and Social Security had 

continued to engage the Treasury on this matter.  
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Committee’s Observations and Recommendations 

The Committee requests a progress report on the granting of Treasury authority to fill the 

positions as per the revised organisation structure for the Occupational Safety and Health 

Department. 

 
12.0 CONCLUSION 
 

The importance of foreign investment to Zambia’s development cannot be overemphasised. 

While the Committee acknowledges the importance of Zambia’s relationship with China, it 

cannot stress enough the need for foreign investment to be carefully vetted so that it is for the 

benefit of the people of Zambia.   

 

The Committee bemoans the lack of full integration by the Chinese in the economy and the lack 

of transparency in the loan acquisition process by the Government from China. In this regard, the 

Committee implores the Government to ensure that a Zambia-China Policy be formulated to 

define the role of each party in the development agenda and how loans from China will be 

administered.  In addition, foreign and Chinese Investors should only be involved in 

manufacturing and wholesaling and not retailing so as to benefit ordinary Zambian traders.   
 

The Committee further wishes to emphasise that there were no Chinese nationals found trading 

in our local markets at the time the Committee undertook its tours and learnt that the Council had 

in May, 2019, issued a notice to stop Chinese nationals from trading in the local markets. 

 

In this regard, the Committee is hopeful that the Executive will take into consideration all the 

submissions made by stakeholders.  Further, the Committee is confident that the Executive will 

favourably address all its observations and recommendations and expeditiously take appropriate 

action. 
 

The Committee notes that there are a number of outstanding issues that the Executive has not 

satisfactorily addressed in the Action-Taken Report and in this regard wishes call upon the 

Executive to expeditiously address these outstanding issues. 
 

The Committee is hopeful that the observations and recommendations contained in this Report 

will be favourably considered by the Government for implementation by the concerned 

Ministries and Departments in the interest of the development of Zambia.  
 

The Committee wishes to pay tribute to all the stakeholders who appeared before it and tendered 

both oral and written submissions. The Committee also wishes to thank you, Mr Speaker, for the 

guidance rendered to it throughout the Session. It also appreciates the services rendered to it by 

the office of the Clerk of the National Assembly.  
 

 

 

 

S Musokotwane, MP         June, 2019 

CHAIRPERSON         LUSAKA  
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