

















annual average during 1985-89, the average for the first half of the 1990s is
only $52 million. The increase to $219 million in 1998 is a result of the ambi-
tious privatisation program. In that year, Zambia Sugar was sold to Tate and
Lyle and the Commonwealth Development Corporation for $70 million
(Ndulo, 1999). After a rather slow start, the Zambian government moved
forward fast with privatisation during the second half of the 1990s. The
Zambia Privatisation Agency had managed to privatise 151 companies by
the end of 1996 (Fundanga and Mwaba, 1999). An additional 73 were sold
during the next two years. The privatisation of some heavy parts of the
parastatal sector is still incomplete (Ndulo, 1999). This includes the railway
system, power generation, telecommunications and some state-owned finan-
cial institutions.

Table 4.4. Foreign direct investment in Zambia (million $)

985-89 1991 1992 1993 1994 1995 1996 1997 1998

FDI 103 34 45 53 56 67 58 70 219
as % of GFCF 27.2 89 129 104 140 190 176 181 n/a

Source: The World Investment Report, 1997, IES.

4.6. Summary and Policy Conclusions

The 1960s and 70s were characterised by extensive government interventions
in the economy within the framework of an inward-oriented development
strategy. This created distorted and fragile economies. A series of economic
shocks in the 1970s and early 80s generated unsustainable external imbal-
ances, which made economic reforms necessary. Reforms have improved the
macroeconomic balances and changed African economies in a liberal direc-
tion. This should be growth-enhancing, and analyses that have been under-
taken show that adjustment has had a positive effect on growth and exports,
but it has had no significant investment effect. It is primarily private invest-
ments which have remained low, while public sector investments have held
up better. Thus, there are serious concerns about the weak private invest-
ment response.

Conditions for private savers and investors need to be improved further,
and Africa must become successful in attracting foreign capital. The issue of
macroeconomic stability is obviously crucial. Unless African governments
can convince international investors that the new policies are going to be
sustained and that economic and political stability will be maintained,
investors are going to continue to choose safer havens such as Asia. What
investors require are policies that reduce inflation and reduce macro-
economic uncertainty, promote financial deepening, and reduce government
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external debt, essentially a sound fiscal balance, and a stable and predictable
exchange rate. Until long-term stability is credible, investors will avoid
undertaking irreversible investments, such as investments in production
capital.

Public investment may in some instances crowd out private investment,
but to the extent that it goes into infrastructure the reverse seems to be the
case. Governments should promote investment in both public infrastructure
and human capital formation, since both would probably support and crowd
in private investment.! Within the framework of a stable macro
environment, the business environment is going to determine investment
and growth outcomes. An effective financial system is essential for firms,
first for mobilisation and allocation of domestic investment resources, and
also for foreign investors. Large parts of the Third World are flooded with
private investment capital, while the net flow to Africa is close to zero. A
functioning financial infrastructure can help integrate Africa into the global
financial network, and this should facilitate inflow of foreign capital. Returns
to investments in Africa are often high (Bigsten et al, 1999), but they are also
highly risky and variable. Again, more stability is called for.

To conclude, long-term expansion requires that investments take off, and
so far this has not happened, due to intricate problems of confidence and the
credibility of the reform process, and the quality of the business environ-
ment. Establishment of confidence depends on the quality of governments,
and many government still have a lot to prove. If they can keep the reform
process on track, investments will eventually take off. However, if it takes
too long, there is a risk that there will be policy reversal, loss of confidence
and lower investments again. It is essential that African economies get into a
virtuous circle of reform, stability, and investment.

L Using firm level data for Kenya Soderbom (2000) finds evidence of a positive effect
from human capital in a firm to investment in that firm.
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Appendix 4A: Macroeconomic Reforms and Investment

One important explanation of low private investment relates to the effect of economic
instability on irreversible investment decisions. There is little empirical evidence as yet
on this issue, but theoretical arguments suggest that the issue is probably crucial for
investment recovery in Africa.

In the typical neo-classical model of investment as developed by Jorgenson (1963)
and others, it is assumed that a firm chooses its capital stock so as to maximise the
present value of the future cash flow. This flow is assumed to be known with certainty,
and it is also assumed that the firm can sell this excess capital without loss. Given these
assumptions, firms should choose their capital stock so as to equalise the marginal
product of capital with the user cost of capital.

The neo-classical model has recently been criticised for its neglect of the issues of
uncertainty and the irreversibility of investments. The critics argue that the analysis
must allow for both these aspects, and for an analysis of the sluggish African invest-
ment response this critique certainly seems relevant. The alternative real options view
of investments is based on the assumption that there are irreversible investment costs,
uncertain future payoffs, and the investor can always choose to postpone investment
(see Dixit and Pindyck, 1994, for a thorough presentation of the theory). Irreversibility
means that the investor may have to take a capital loss when disposing of investment
goods in the second-hand market, due to the fact that investment goods are firm spe-
cific or indivisible, or that the secondary market is imperfect. That output prices in the
future are uncertain also seems quite plausible. Finally, the possibility to postpone an
investment decision (wait and see) may have costs in the form of lost returns from the
project while the investor waits, but this may be mitigated in the form of profitable alter-
native investments elsewhere, and there is also the benefit that the investor can obtain
more information about the uncertain variables and thus about the project value. The
real options approach thus seems to be highly relevant in the African context.

The traditional net present value investment rule says that a firm should invest if the
discounted value of the future cash flow is larger than the initial investment cost. In the
options approach, however, there must be a larger gap between revenues and costs for
a firm to go ahead and invest. That is, the condition for a positive investment decision is
stricter. In simple models, at least, it can be shown that the larger the uncertainty, and
the higher the value of the potential investment, the more likely it is that the firm post-
pones the decision. An increase in the discount rate has the same effect. There are
thus good theoretical arguments consistent with the wait and see attitude of private
investors that we seem to observe in Africa.

For a more comprehensive review of investment theory, see Serven and Solimano
(1992a).
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Appendix 4B: Adjustment and Investment in Selected African
Countries

Oshikoya (1994) has done a study of selected African economies and finds that real
output growth is an important determinant of private investment. This points to a
dilemma in adjustment. In the initial stages there are almost universally absorption-
reducing fiscal and monetary policies, which tend to slow down the economy and this in
turn has a negative effect on the investment needed for recovery. At the same time
there is ample evidence that shows that a sound fiscal balance and monetary control
are necessary for a recovery of investment. This requires a delicate balancing act.

Oshikoya confirms that real depreciation of the currency and lower inflation are
good for private investment, at least in the middle income countries in his sample. He
concludes (p. 593) that “the creation and preservation of a consistent, credible, and
stable policy environment is a key factor in the determination of private investment
behaviour”. His study also tends to confirm that a credit squeeze reduces private
investment, while public investments in infrastructure support it. High debt service is
also a strong brake on investments.

Nigeria pursued a policy of import-substituting industrialisation with extensive gov-
ernment interventions for two decades. The system of incentives discriminated heavily
against exports, which were small outside the oil sector. Since 1986, however, the
country has begun to reduce the anti-export bias. It is more open to trade and capital
flows, and relies more on the market for resource allocation. The role of the private
sector has increased. The adjustment programme includes both stabilisation and
liberalisation measures.

To investigate the impact of the programme on the manufacturing sector Akinlo
(1996) surveyed 360 firms in Nigeria in a simple before-and-after investigation of prof-
itability. He found that post-adjustment profitability was higher, suggesting that adjust-
ment helped the industry. One must be cautious in interpreting the figures, however,
since there is, on the one hand, a sample selection problem (the firms who went
bankrupt in the process are not included), and on the other, there are no controls for
other factors that might have influence profitability.

Another aim of the measures was to increase local sourcing of raw materials, and
here also there was some progress, particularly in the food and beverages sector. In
sectors such as electronics and electrical appliances, however, there was no increase
in local sourcing, indicating that Nigeria lacks certain types of production capabilities.
Several sectors recorded a decline in capacity utilisation up to 1991. Reasons given
were increased costs of production, lack of foreign exchange to procure raw materials,
and increased costs of borrowing. There was a similar pattern with regard to employ-
ment, where there was extensive retrenchment in all sectors. Most firms reported that
production costs in local prices increased significantly. Sales were slower after adjust-
ment, perhaps indicating that tight macro policies where holding back domestic
demand. On the other hand, exports expanded more rapidly, although the relative
importance of exports remained small. Generally, it seems that the sectors where one
would expect Nigeria to have comparative advantages did benefit, i.e. food and bever-
ages, textiles and clothing, leather and shoes, and soap and candy.
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In Kenya the share of manufacturing in GDP has remained virtually constant over
ten years of adjustment. Thus, in spite of the declared aim of creating an environment
conducive to manufacturing growth, the results are still limited. The stagnation of manu-
facturing partly reflects movement of investors into less risky activities such as whole-
sale and retail trade. Entrepreneurs are in general very uncertain about the direction of
policies and politics (Bigsten et al., 1995). It is therefore natural that they take a wait-
and-see attitude, and try to diversify into less risky activities. The government has
changed policies for the better according to most of the producers interviewed, but there
were major complaints about administration of the new policies: a general feeling of
mistrust holds back private investment. During the second half of the 1980s private
investment was close to 15 per cent of GDP, but then it started to decline, reaching its
lowest level in 1992 (9.7 per cent). In 1993 and 1994 it increased slightly. Net long-term
private flows, including foreign investments, were negative in 1994 for the third year in a
row, indicating that foreign investors have not regained confidence in the Kenyan gov-
ernment. Thus the structural adjustment experience of Kenya is similar to that of many
other African countries, in that private investments are very slow to respond to changes
in the structure of incentives. However, there was some recovery of public investment to
10.4 per cent of GDP in 1994 (from a low of 7.8 per cent in 1992), including an increase
in infrastructure investment during the year, mainly in energy and roads. Many years of
high investment will be required to repair the run-down system, however.

Jenkins (1997) has analysed investment determination in Zimbabwe and he found
that investments are constrained by availability of finance and are deterred by the
external debt-to-GDP ratio. Jimenez (1994) found that public infrastructure investment
attracts private investment and that unit cost tends to rise due to unreliable or
inaccessible public infrastructure. Firms, both large and small, spend a significant
portion of their expenditure on buying infrastructure services and suffer when these are
not reliable. Kumar and Mlambo (1995) look at 40 African countries to find a relatively
stable investment function since the early 1980s. Their main conclusions are the
following: important domestic factors are cost and availability of credit, public
investment, and output growth. External variables are changes in terms of trade, degree
of openness, debt service ratio. The results also show that macroeconomic uncertainty,
political stability and the stock of human capital play key roles.
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Appendix 4C: Investment Behaviour of Manufacturing Firms in Africa

Fielding (1993) estimated a model of investment for Kenya and Cbte d’lvoire, two rela-
tively liberal economies. Although similar in many respects they pursue very different
financial policies: Kenya has its own currency, whereas Cbdte d’lvoire is a member of the
West African Monetary Union. Based on the results, Fielding rejects the extreme
hypotheses of either completely open or completely closed domestic financial markets.
Investment was affected by domestic funds, aid, and concessional loans. Factors affect-
ing the rate of return to investment were also important. The effects of possible advan-
tages of CFA membership were investigated: greater financial openness, stabler prices,
and the absence of foreign exchange rationing. On the first two counts the answer of
the study was essentially negative, while the lack of access to foreign exchange seri-
ously impaired investment in Kenya relative to Codte d’lvoire, where CFA membership
confers an advantage.

In an extensive study of Kenyan manufacturing (Bigsten et al., 1994, 1995), one of
the strongest results is that the requirement of collateral for loans does not seem to
work effectively, with the implication that access to credit is restricted for nearly all
groups of firms, but especially for the very small ones. Entrepreneurs face serious diffi-
culties raising start-up funds unless they have access to wealthy friends or relatives.
Even large firms face difficulties in having to pledge collateral worth several times the
value of the loans. The system of property rights needs to be strengthened so that indi-
viduals can effectively use their property as collateral. The bankruptcy process needs to
be improved, including its duration. Lenders lack faith in the legal system and feel great
uncertainty about recovering loans.

Probit and regression methods were used to discover whether lack of access to
formal loans hindered business operations and reduced investments. Since the data
was from a recession year with relatively little investment activity, the results are not
clear-cut. However, there are indications that access to formal loans has constrained
investment activity in Kenya, based on similarities of explanatory factors for the likeli-
hood that a firm obtained formal loans and the likelihood that a firm invested, as well as
for the amount of formal loans relative to total debt in firms with loans, and the amount
invested relative to real assets given that the firm had invested. For example, it was
found that the rate of profits affected negatively both the likelihood of borrowing in
formal institutions and the likelihood of investing. The rate of profits influenced positively
both the share of loans relative to assets and the rate of investment once the firm had
loans and invested.
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Appendix 4D: Africa’s Tiny Share of Foreign Direct Investment

Macroeconomic stabilisation and an improved international environment in the last few
years has not been accompanied by higher investment rates, but rather the low invest-
ment trend has continued. Terms of trade have improved somewhat, which has
increased export earnings, but the uncertainty about the persistence of the increase in
commodity prices, among other things, means that the response in terms of overall
investment has been small.

During the 1990s long term capital flows to LDCs have mainly gone to the private
sector, and long-term capital inflow has financed an increasing share of private invest-
ment in many less developed countries. The share of private investment thus financed
in Latin America was 15 per cent in 1990-94, while it was 11 per cent in East Asia, but
it was low in South Asia, and Sub-Saharan Africa saw net outflows of foreign capital
from the private sector (Jaspersen, Aylward, Sumlinski, 1995, p. 5). Thus, Africa is
essentially outside the main stream of investment flows in the world.

Nevertheless, South Africa experienced positive net foreign direct investment in
1994 for the first time since 1989. Ghana and Guinea saw substantially increased
inflows, and some other African countries continued to receive modest inflows. In
Kenya, foreign direct investment resumed after what was essentially a standstill for two
years.

Sub-Saharan Africa’s negative net long-term capital flows indicate that the continent
is paying off some of its large debt, mostly owed by the public sector. The net inflow for
the private sector in the 1990s was only US$2 million per year, while there was an
enormous flow to East Asia (especially considering the fact that flows to China are not
covered in the statistics).
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Table A4: Long-Term Capital Flows to Developing Countries ($ million per
year)

1970-79 1980.89  1990-94

Long-term capital flows - Total

Sub-Saharan Africa 2018 1875 -143
Middle East and North Africa 3011 4117 2382
East Asia 3813 7712 20518
Latin America and the Caribbean 11982 18600 44046
South Asia 1279 4921 6222
TOTAL 22104 37225 73025
of which foreign direct investment - net

Sub-Saharan Africa 421 551 1022
Middle East and North Africa 257 1251 1981
East Asia 741 2397 7630
Latin America and the Caribbean 2278 4992 11128
South Asia 18 269 856
TOTAL 3715 9458 22617
of which net long-term international lending

Sub-Saharan Africa 1535 1135 -1791
Middle East and North Africa 2756 2535 -1333
East Asia 2918 3892 6480
Latin America and the Caribbean 9306 12788 223
South Asia 1261 4606 3616
TOTAL 17775 24955 7195
of which lending to the private sector

Sub-Saharan Africa 766 337 2
Middle East and North Africa 763 881 1173
East Asia 1069 829 6268
Latin America and the Caribbean 5774 -1388 1279
South Asia 62 1213 1109
TOTAL 8435 1872 9832

Source: IMF Balance of Payments Statistics
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5. CGE Models for Investment Analysis

5.1. Introduction

To find out the effects of various policy measures on investment and growth
we use two applied general equilibrium models. Both models are described
in the Model Appendix at the end of the book. The models have been pro-
grammed in GAMS, and the source code is available from the authors.

5.2. The Neo-classical Model

The first model is a Walrasian type of general equilibrium model with a dy-
namic specification. The main purpose is to build a model that is suitable for
the analyses of investment changes due to various policy changes. The
model incorporates different ways of modelling endogenous investment and
capital formation in a dynamic setting with several linked time periods.
Since the capital stock and thus productive capacity depends on investment,
we have chosen a neo-classical type of production function approach in or-
der to have a direct two-way link between investment and other economic
variables.

We apply the model to Zambian data, although there have been a
number of problems to find accurate and up-to-date data. To some extent we
therefore have to see the model as a prototype model for performing invest-
ment linked analysis. The purpose of this chapter is to briefly describe the
model and some of its properties.

The economy is divided into seven sectors or commodities. Supply of
each commodity is determined by domestic production and imports.
Essentially, production is determined by the amount of capital available in
each sector and the amount of skilled and unskilled labour that is occupied
in the production process of each sector. With a relatively high price of a
commodity, domestic production is larger than at a lower price. Further-
more, with a high domestic price of a product, imports also tend to be high.
This is to say that supply increases with the price of the commodity.

Demand is determined by demand for intermediate goods in the
production process, by private and public demand, investment demand and
export. Demand decreases as prices increase.
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Prices in the model are determined in such a way that demand equals
supply of each commodity. Furthermore, wages are found for which labour
supply equals labour demand.

Investment depends on savings and the marginal efficiency of capital in
each sector. An increase in the capital stock, i.e. investment, is undertaken as
long as it yields profitable production. This induces changing capital stocks
over time and determines growth of production and GDP.

Due to financial constraints of the economy, the model uses a balance of
trade condition meaning that net borrowing from abroad is limited.

Financial aid can thus be modelled as a lowering of the balance of trade
constraint, yielding less export and an increase in imports. This has a
tendency to increase domestic demand and to increase domestic prices and
profits, which in turn will increase investment and growth. A decrease in
savings, which may be the consequence of increased consumption, may have
a tendency to lower investment.

Foreign aid can also be modelled as an increase in capital stocks inter-
preted as “gifts” of productive capital. With an increase in the capital stock
there is also an increase in growth. Supply will increase and lower prices and
profits, which will have a dampening effect on further investment.

5.3. Application of the Neo-classical Model

The model has been applied to Zambian data together with some assumed
parameter values. The applied model has the following seven sectors: agri-
culture, mining, food, manufacturing, construction, private services and
public services.

In our numerical examples we have used a fairly moderate growth rate
of the labour force. We have assumed that both skilled and unskilled labour
grow by 2.5% per year. We have assumed that average depreciation of the
capital stock is 5% per year. In our base case, this implies that capital grows
by about 1% per year. Furthermore, productivity grows by 2.5% per year.

In this case, real GDP grows by an annual 4.2%. With a balance of trade
constraint, domestic production prices decline in comparison with world
market prices by 2% per year. Growth in GDP means growth in import
demand, which must be paid for by exports, which can only be accom-
plished by improved terms of trade. There is an increase in total real private
consumption of about 4.2% per year. Investment increases by 4.4%.

Nominal wages decline by about 1% per year and there is also a slight
decline in (nominal) marginal productivity of capital. The corresponding
decrease in real wages is due to the larger growth rate of the labour force in
comparison with the growth rate of capital.

Net savings out of GDP is 14%.

86



5.4. A Structuralist Model

The second model differs from the previous model in its tradition. The
model is similar to models of the “structuralist” school, and it draws on a
model developed in Persson (1983). Since we are mainly dealing with
investment and capital formation we have extended the models which are
typical in this tradition with endogenous capital formation and a more
flexible price mechanism. The model is applied to the same data set for the
Zambian economy that was used in the first model.

The main differences between the models concern price determination
and investment. This model has a longer forecast period. Profits determine
investments and due to investment there is a capacity increase in each sector.
In equilibrium, in the forecast period, capacity should equate production and
demand.

An increase in prices will yield higher profits, investment and supply.
On the other hand, a higher price will lower demand. Prices are thus deter-
mined to equilibrate supply and demand for the forecast period.

In this model, as in the first model, foreign aid, interpreted as a lowering
of the balance of trade, will increase demand, prices and profits and as a con-
sequence also investment, supply and growth.

An increase in capacity as a result of capital “gifts” will increase capacity,
supply and demand, but should have no tendency to lower investment. An
increase in capacity with a given balance of trade constraint should make
this constraint easier to fulfil and yield higher prices, profits, investment and
growth.

The assumptions used in the applications of the second model corre-
spond to those of the first model.
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6. Policy Analysis

6.1. Introduction

In this chapter we present our policy analysis. We first show the results of
the base run (Section 6.2), and then report the results of our policy simula-
tions. We mainly report them in terms of percentage changes relative to the
base solution.

6.2. The Base Run with the Neo-classical Model

In the base run solution we use the assumptions and parameter values
presented in Chapter 5 and the Model Appendix at the end of the report.
This is the solution against which we compare the results of our policy simu-
lations.

There has been an extensive debate with regard to CGE models about
closure rules. To close the model we have to let some variable adjust to
balance the model. One possibility would have been to let the external
balance be the adjusting variable, but we do not think that this is realistic.
Apart from that we are also interested in varying the external balance in our
policy experiments. We believe that it is more appropriate to let private con-
sumption adjust. The closure rule applied here is therefore the following
one: we first determine savings in the forms of retained earnings, the
external balance and the public sector surplus. These then determine
investment levels via a calibrated relation, where also the marginal product
of capital affects investment allocation. Finally, consumption adjusts to close
the model. This means that household savings are residually determined.

The base solution to the model, which is the norm against which we
compare the policy experiments, is presented in Table 6.1. We see that the
manufacturing sector is very important in Zambia together with private
services. Mining is the dominating export sector, but its share of GDP is now
only about 12 per cent. Agriculture is very important in terms of employ-
ment, but its share of GDP is small as is that of the public sector.

We have not had access to estimates of sectoral capital stocks, but have
used assumptions about capital-output ratios to derive the levels that are
presented in the table. By this approach the estimated capital stock is more
or less equal in mining, manufacturing and private services. We note that the
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marginal productivity of capital that we obtain via this procedure varies a lot
between sectors. The large differences between the sectors in marginal prod-
uct of capital would suggest that the capital market is not very efficient in
allocating investment resources among sectors, but it also reflects the low
precision in our capital stock estimates. We should therefore not try to read
too much into these estimates. The investment relations of the model are
calibrated on the initial year so that the investment outcome is equal to
actual investment in that year. It is the changes in the levels of marginal
products in the subsequent period that leads to changes in investment allo-
cation.

Since the country has to pay a large debt service it has to run a balance of
trade surplus. In the first period we set taxation to a level that balances the
budget (the country has had a cash budget forcing it to balance the budget).
We further note that unskilled employment dominates skilled employment
at about three to one, while skilled wages are on average double unskilled
wages in the base period.

We do a comparative static experiment with the model keeping govern-
ment demand constant, which means that GDP grows by 4.4 per cent. There
are otherwise no dramatic changes in the structure of the economy. The
share of GDP going to private consumption increases somewhat at the
expense of public demand, since the latter is kept constant in absolute terms.
Savings measured as investment plus the balance of trade remain constant at
14.4 per cent. The balance of trade surplus declines slightly, since we keep it
constant in absolute terms, while GDP grows.
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Table 6.1: The Base Run

PERIOD 1
Agric  Mining Food Manuf Constr Private Public Total
service service
Production 976 2578 550 6583 81 6750 85 1837
Consumption 641 0 428 1264 0 4096 5 648
Public demand 107 0 71 888 18 89 60 177
Invest demand 16 0 0 801 237 0 105
Export 59 2597 28 108 0 24 281
Import 247 130 91 1559 333 113 247
Invest by sector 81 264 43 329 23 222 9 105
Market price 0963 1.005 0.976 0.985 0.995 0.991 0.93
Producer price 0953 0974 0972 0.982 0.972 0.99 0.93
Capital stock 524 5021 533 6281 139 4774 89
MP of capital 0.323 0.328 0.069 0.036 0.036 0.427 0.21
Real GDP 9661
Balance of trade 344
Skilled wage 0.993 Unskilled  0.495
wage
Skilled empl 2527  Unskilled empl 6448
Wage income 5699
PERIOD 2
Agric  Mining Food Manuf Constr Private Public Total
service service
Production 1038 2648 581 6889 86 7094 86 19205
Consumption 687 0 455 1336 0 4317 6 6857
Public demand 107 0 71 888 18 89 60 1777
Invest demand 15 0 0 843 249 0 1107
Export 61 2669 29 109 0 24 2892
Import 252 135 93 1601 348 119 2548
Invest by sector 77 276 45 357 21 244 8 1107
Market price 0933 1.009 0.953 0.97 0.991 0.979 0.88
Producer price 0915 0948 0.945 0.963 0.953 0.978 0.88
Capital stock 579 5034 549 6296 155 4758 94
MP of capital 0.289 0325 0.068 0.037 0.031 0.443 0.18
Real GDP 10087
Balance of trade 344
Skilled wage 0.986 Unskilled 0.49
wage
Skilled empl 2590  Unskilled empl 6609
Wage income 5791
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6.3. Foreign Loans to the Private Sector plus Amortisation

This is our first policy simulation. In period 1 we introduce a foreign loan to
the non-governmental part of the economy of 200, that is about 2 per cent of
GDP, and assume that this is paid back with 10 per cent interest in period 2.
This means that we relax the balance of trade constraint by 200 in period 1,
while we tighten it by 220 in period 2. We assume that government demand
is exogenously determined and that it remains unchanged in this experi-
ment.

We note that there was a tiny decline in real GDP growth in period 1.
Investments increase by about one per cent, which means that we build up
the capital stock. This has no effect on production capacity in period 1.
However, we have an immediate welfare improvement by an increase in
consumption by as much as 2.9 per cent. Investments increase primarily in
the sectors associated with private demand, while they decrease in the ex-
porting mining sector. We note that the (nominal) marginal product of capi-
tal increases less in mining than in the other sectors, and in real terms it actu-
ally declines. The investment response in the model depends on the com-
bined effect of changes in available savings and marginal products of capital.
In our model formulation there is no presumption that foreign inflows dis-
proportionately go to investment, but this could of course be introduced.

By the relaxation of the foreign exchange constraint we do get a sort of
Dutch Disease effect. Prices increase by about 5%, and exports fall by 3.4%
and imports increase by 4.2 %. The balance of trade thus deteriorates.

In period 2 the country has to repay its debt with a 10% interest. There is
then a small increase in GDP. The increase in output has been made possible
by the extra capital that was accumulated in period 1. The tighter external
constraint reverses the terms of trade effect and exports increase by 0.3%
relative to the base solution and even more, of course, relative to period 1.
Imports go down slightly relative to the base solution but very much relative
to the first period. Relative to period one there has thus been a strong turn
around in the external account. Private consumption and investment are
virtually unchanged (-0.2%), while savings increase by 1.2%. Prices decline
somewhat, except in mining where there is a slight price increase.

Generally, this experiment shows that a foreign loan, which relaxes the
foreign exchange constraint, increases consumption more than investment in
the short term if its allocation is left to the market. We could say that this
experiment simulates the effect of a relaxation of the country’s debt service
obligations. It is thus obvious that heavy debt service has a cost in the short
term in the form of lower consumption, and that it also has a cost in terms of
lower investments and thus lower growth and lower future consumption.
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Table 6.2. Foreign Loans to the Private Sector plus Amortisation
with Interest (% Change Relative to Base Run)

PERIOD 1
Agric  Mining Food Manufa Constr Private Public Total
c service service
Production 061 -341 145 -061 -1.23 1.47 035 -0.07
Consumption 4.06 3.74 4.27 222 351 291
Public demand 0.00 0.00 0.00 0.00 0.00 0.00 0.00
Invest demand 6.25 1.00 042 0.95
Export -6.78 -343 0.00 -2.78 0.00 -341
Import 6.88 -231 7.69 481 090 354 4.16
Invest by sector 3.70 -3.03 465 0.61  0.00 4.50 3.26 1.14
Market price 467 -0.60 5.02 437 0.80 6.96 6.71
Producer price 6.09 349 597 540 432 7.17 6.71
Capital stock 0.00 0.00 0.00 0.00 0.00 0.00 0.00
MP of capital 774 122 870 556 278 937 7.58
Real GDP -0.02
Balance of trade -58.14
Skilled wage 6.95 Unskilled wage 6.46
Skilled empl 0 Unskilled empl 0
Wage income 6.74
PERIOD 2
Agric Mining Food Manufa Constr Private Public  Total
c service service
Production 000 030 -0.17 0.09 0.00 -0.06 0.00 0.05
Consumption -0.29 -0.22 -0.37 -0.12 0.00 -0.19
Public demand 0.00 0.00 0.00 0.00 0.00 0.00 0.00
Invest demand 0.00 -0.24  0.00 -0.18
Export 164 030 0.00 0.00 0.00 031
Import -0.79 074 000 -050 -0.29 -0.84 -0.43
Invest by sector 0.00 036 -2.22 0.00 000 -041 0.00 -0.09
Market price -054 010 -063 -052 -010 -0.82 -0.79
Producer price -0.66 -0.32 -0.74 -062 -052 -0.72 -0.79
Capital stock 052 -0.16 0.36 005 0.00 0.19 021
MP of capital -1.04 000 -147 000 -323 -113 -159
Real GDP 0.05
Balance of trade 5.81
Skilled wage -0.71 Unskilled wage -0.82
Skilled empl 0 Unskilled empl 0
Wage income -0.69
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6.4. Foreign Aid to the Public Sector

In this run we provide foreign support to the public sector. This means that
the public sector can spend 200 more, and that the external balance can be
reduced by 200 in both periods.

In period 1 real GDP is virtually unchanged. By the inflow of foreign aid
the public sector is able to increase its demand by as much as 11%. Private
consumption declines, while there is a small increase of 0.3% in investment.
The major investment increase takes place in public services, where it
increases by 15%. Investment in the export oriented mining sector decreases
by 4.6%, again via Dutch Disease type of effects. Prices increase by some 5%,
and since the foreign prices are set to 1 this implies a real appreciation. This
reduces exports and increases imports significantly. In the end the various
effects cancel out and there is no positive growth effect from the foreign aid
inflow. The inflow continues in period 2, where the impact is essentially the
same as in period 1.

The main result of this experiment is thus a very significant increase in
public demand, both for consumption and investment. There is also an
indirect stimulus to domestically oriented private investment, particularly
in period 2, while there is a bias against exportables. There is thus no growth
effect, while the economy adjusts to its now more favourable external posi-
tion. This type of adjustment to an external transfer is of course appropriate
if the inflow can be regarded as a permanent one. Then the economy should
adjust in this fashion. However, if it is the case, which seems more likely,
that the inflows may decline in the longer term, there is a risk of adjusting
out of exportables production, and the government might think about ways
of compensating the exportables producers for the negative relative price
shifts (see Andersson et al, 1994 for a discussion of possible options).
Typically one would like to regard foreign aid as a boost to domestic pro-
duction, and that growth in the longer term would make it possible to
reduce aid dependence. This experiment illustrates the difficulties in bring-
ing such a change about in an economy with exports that are sensitive to
domestic price and cost increases. Aid may lock in a country in external
dependence.
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Table 6.3: Foreign Aid to the Public Sector (% change relative to

the base solution)

PERIOD 1
Agric  Mining Food Manuf Constr Private Public Total
service service
Production -0.10 -330 055 0.18 -1.23 -0.18 772  -0.10
Consumption 0.62 0.47 0.79 -042 -351  -0.05
Public demand 11.21 1127 1126 1111 1124 1126 11.25
Invest demand 0.00 0.50  0.00 0.38
Export -5.08 -331 000 -2.78 0.00 -3.27
Import 567 -231 6.59 545 060 1.77 4.29
Invest by sector 0.00 -455 0.00 061 -435 000 1522 0.28
Market price 447 -060 471 416 070 585 9.80
Producer price 5.77 339 556 519 412 6.06 9.80
Capital stock 0.00 0.00 0.00 0.00 0.00 0.00 0.00
MP of capital 6.50 122 725 833 278 632 21.80
Real GDP 0.01
Balance of trade -
58.14
Skilled wage 6.85 Unskilled wage  6.26
Skilled empl 0 Unskilled empl 0
Wage income
PERIOD 2
Agric  Mining Food Manufa Constr Private Public Total
c service service
Production 0.00 -321 0.69 0.28 -1.16 -0.13 771 -0.03
Consumption 0.58 044 082 -0.37  -161 0.00
Public demand 11.21 1127 1126 1111 1124 1126 11.25
Invest demand 6.67 0.71  0.00 0.63
Export -492 -322 -345 -2.75 0.00 -3.22
Import 595 -148 6.45 525 057 084 4.16
Invest by sector 130 -3.62 0.00 112 0.00 041 1264 0.63
Market price 418 -050 441 392 071 552 879
Producer price 5.46 327 529 488 378 573 8.79
Capital stock 0.00 -024 018 0.03 000 0.00 1.37
MP of capital 6.23 123 735 811 323 6.09 17.99
Real GDP 0.05
Balance of trade -
58.14
Skilled wage 6.49  Unskilled wege 5.92
Skilled empl 0 Unskilled empl 0
Wage income 6.20
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6.5. Investment Aid to Agriculture

In this experiment we provide resources to increase the capital stock in agri-
culture by 200 in period 1. In the model we treat this as if it were a gift of
physical resources from abroad, which means that we do not need to adjust
the external balance. (Alternatively we could of course have provided a gift
of financial resources of 200 coupled with an identical increase in imports of
investment goods.) This can be regarded as an external grant in the form of
project aid. The same experiment is then repeated in the two subsequent
sections for manufacturing and mining.

Since the capital stock in agriculture is relatively small this represents a
major injection of money into the sector, almost a 40 per cent increase in the
capital stock in period 1. This inflow finances investment over and above the
regular investments, that would have been undertaken anyway. This is a one
period injection, but the increased stock of capital, of course, lasts into the
second period.

In period 1 production and GDP increase by 0.6 per cent extra due to the
increase in the capital stock of the economy. The largest increase is in
agriculture, which increases by 3.9 per cent. Investments, apart from the
extra investment in agriculture due to the gift, decrease by about 1 per cent
and both exports and imports increase slightly. Agricultural prices decrease
by 4.7 per cent, while other prices remain more or less unchanged. This
shows that agriculture loses some of the initial gain to the rest of the
economy in terms of a deterioration in its terms of trade. This is a typical
result in a situation where export demand elasticities for agriculture are not
infinite, and this is obviously not the case here where an Armington
specification is used. This is a realistic assumption in the case of Zambia.

The effects in period 2 are very similar, so there are no interesting
dynamic effects in this experiment. Real GDP is also higher in period 2 due
to the fact that most of the increase in the capital stock remains.
Consumption remains higher, while the decline in investment demand is
smaller but still there. In this period investment outside agriculture recovers
somewhat. Investments in agriculture decrease, which is natural after the
investment shock of period 1, which drove down the marginal product of
capital in the sector very much.

95



Table 6.4: Investment Aid to Agriculture

PERIOD 1
Agric  Mining Food Manuf Constr Private Public Total
service service
Production 389 -004 145 0.46  0.00 056 012 0.62
Consumption 4.84 1.64 0.95 0.59 175 116
Public demand 0.00 0.00 0.00 0.00 0.00 0.00 0.00
Invest demand -37.50 -0.50 -0.84 -1.14
Export 508 -004 357 0.00 0.00 0.11
Import -2.43 0.00 0.00 045 -0.30 0.88 0.04
Invest by sector -356.80 0.76 233 213 0.00 225 217 -114
Market price -467 -010 -0.82 0.00 0.00 040 021
Producer price -5.77 0.00 -0.93 0.00 0.10 0.51 0.21
Capital stock 38.17 0.00 0.00 0.00 0.00 0.00  0.00
MP of capital -37.15 0.00 2.90 278  0.00 117  0.95
Real GDP 0.65
Balance of trade 0.00
Skilled wage 0.50 Unskilled wage  -0.20
Skilled empl 0 Unskilled empl 0
Wage income 0.12
PERIOD 2
Agric  Mining Food Manuf Constr Private Public Total
service service

Production 3.08 0.00 1.20 038 -1.16 047 0.23 0.52
Consumption 3.64 1.32 0.75 051 161 0.93
Public demand 0.00 0.00 0.00 0.00 0.00 0.00 0.00
Invest demand - -0.36  -0.40 -0.72

26.67
Export 4.92 0.00 0.00 0.00 0.00 0.10
Import -1.59 0.74 1.08 037 -029 0.00 0.12
Invest by sector - 072 222 1.40 000 164 115 -0.81

28.57
Market price -364 0.00 -0.63 0.00 000 031 011
Producer price -4.48 0.00 -0.74 0.00 000 041 o011
Capital stock 27.81 0.04 0.36 0.11 065 011 011
MP of capital - 0.00 1.47 0.00 -323 0.68 0.00

29.76
Real GDP 0.53
Balance of trade 0.00
Skilled wage 0.41 Unskilled wage  -0.20
Skilled empl 0 Unskilled empl 0
Wage income 0.10
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6.6. Investment Aid to Manufacturing

In this experiment we increase the capital stock in manufacturing by 200 in
period 1, again simulating the impact of foreign investment support to a
sector.

In period 1 production increases by 0.4% and real GDP by 0.3%. We note
that the stimulus to output in manufacturing also leads to expansion in other
sectors, notably agriculture, via indirect effects. Private consumption
increases by 0.5%, which is considerably less than in the case of an injection
into agriculture. This reflects the fact that the marginal product of capital is
much higher in agriculture than in manufacturing according to our base
solution. Total investments other than the extra injection decrease by 0.2%.
Investments in manufacturing apart from the extra investment decrease
significantly, while there is a crowding out of investment in the other sectors.
The overall deterioration is smaller than the one in the previous experiment.
We cannot identify the exact causes of this, but savings disposable for
investment increase more in this case than in the previous one. Imports and
exports are essentially unchanged. The price in manufacturing decreases by
a tiny 0.3%, which shows that in contrast to agriculture the gains do not spill
over to the rest of the economy to the same extent in the form of terms of
trade losses.

Again in period 2 the effects of the first period remain. Compared to the
impact in the agriculture investment case, the impact on the economy is
more muted with a smaller increase of consumption and a smaller deteriora-
tion in investment. Like before, the investment demand in the sector that has
received the injection is lower than in the base case, since the sector now has
a larger capital stock and thus a lower marginal product to capital. Real GDP
in this experiment increases less than in the agriculture investment case.
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Table 6.5: Investment Aid to Manufacturing

PERIOD 1
Agric  Mining Food Manuf Constr Private Public Total
service service
Production 041 0.04 0.36 038 0.00 0.36 0.00 0.30
Consumption 0.47 0.47 0.79 0.39 0.00 0.48
Public demand 0.00 0.00 0.00 0.00 0.00 0.00 0.00
Invest demand 6.25 -0.37  0.00 -0.19
Export 0.00 0.04 0.00 0.00 0.00 0.04
Import 040 0.00 0.00 -006 000 0.88 0.04
Invest by sector 247 076 0.00 -395 0.00 1.80 1.09 -0.38
Market price 0.00 0.00 0.00 -030 -0.10 0.10 0.00
Producer price 0.10 000 0.00 -051 -0.21 0.20 0.00
Capital stock 0.00 0.00 0.00 318 0.00 000 0.0
MP of capital 093 000 0.00 -278 000 0.70 0.47
Real GDP 0.30
Balance of trade 0.00
Skilled wage 0.00 Unskilled wage  0.00
Skilled empl 0 Unskilled empl 0
Wage income 0.02
PERIOD 2
Agric Mining Food Manuf Constr Privat Public Total
e servic
servic e
e
Production 0.39 004 034 033 000 035 012 0.29
Consumption 0.44 0.44  0.75 0.39 161 048
Public demand 0.00 0.00 0.00 0.00 0.00 0.00 0.00
Invest demand 6.67 -047  0.00 -0.27
Export 0.00 0.04  0.00 0.00 0.00 0.03
Import 0.40 074 108 -006 000 0.00 0.08
Invest by sector 1.30 109 000 -336 0.00 1.64 115 -0.27
Market price 0.00 0.00 0.00 -0.31 -0.10 0.10 0.00
Producer price 0.00 -011 0.00 -042 -031 0.20 0.00
Capital stock 0.35 0.04 0.18 281 0.65 0.06 0.11
MP of capital 0.35 000 0.00 -270 -323 045 0.00
Real GDP 0.28
Balance of trade 0.00 Gov. income 0.17
Skilled wage 0.00 Unskilled 0.00
wage
Skilled empl 0 Unskilled empl 0
Wage income 0.05
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6.7. Investment Aid to Mining

In this experiment we increase the capital stock in the mining industry by
200 in period 1, that is simulate the impact of foreign investment aid to the
sector. In period 1 overall production increases by 0.2% and GDP by 0.3%.
Private consumption increases by 0.4%, while investments increase by 0.5%.
Investment demand fares better here than in the other cases. Exports
increase by 0.8% and imports by 0.9%. The price of mining products is
essentially unchanged, while the other prices increase by about 1 per cent.
Here we note that the benefits are not lost to other sectors to the same extent
as in the previous two cases. The elasticity of demand for mining products is
high, since they are essentially all sold on the export market at more or less
given world market prices. It is rather the secondary effects on the rest of the
economy due to increased demand that creates some inflation.

Again, not much more happens in period 2. Real GDP growth increases
by as much as in the previous case.

99



Table 6.6: Investment Aid to Mining

PERIOD 1
Agric  Mining Food Manufa Constr Private Public Total
c service service
Production 0.10 0.89 0.00 0.06 000 019 000 022
Consumption 0.62 0.47 055 024 000 035
Public demand 0.00 0.00  0.00 0.00 000 000 0.00
Invest demand 6.25 0.50 0.00 0.47
Export -1.69 092 0.00 -0.93 0.00 0.78
Import 1.21 0.00 1.10 1.03 030 0.88 0.89
Invest by sector 247 -3.03 0.00 152 0.00 1.80 217 A7
Market price 0.83 010 092 o081 010 121 1.17
Producer price 115 -092 1.03 0.92 082 131 1.17
Capital stock 0.00 398 000 000 000 000 0.00
MP of capital 124 -335 145 278 000 141 1.42
Real GDP 0.28
Balance of trade 0.00
Skilled wage 121 Unskilled wage  1.01
Skilled empl 0 Unskilled empl 0
Wage income 1.19
PERIOD 2
Agric  Mining Food Manufa Constr Private Public Total
c service service
Production 010 087 017 007 -116 023 012 0.24
Consumption 0.44 0.44 052 025 161 035
Public demand 0.00 0.00 0.00 0.00 000 0.00 0.00
Invest demand 6.67 0.47  0.00 0.45
Export 0.00 0.82 0.00 0.00 0.00 0.76
Import 119 074 215 094 0.00 0.00 0.82
Invest by sector 130 -254 0.00 140 0.00 164 115 0.36
Market price 064 020 0.73 072 010 102 1.01
Producer price 098 -0.84 0.85 083 063 112 1.01
Capital stock 035 362 0.18 008 065 008 011
MP of capital 1.04 -3.08 147 270 000 135 0.53
Real GDP 0.28
Balance of trade 0.00
Skilled wage 1.12 Unskilled wage  1.02
Skilled empl 0 Unskilled empl 0
Wage income 1.09
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6.8. Price Boom in Mining

In this experiment we assume that there is a copper boom. We simulate this
by letting the world market prices for the mining industry increase by 50%.
In period 1 gross production increases by 0.6%, while real GDP actually
decreases by 0.7%. This is the archetypical Dutch Disease case with a 2%
decrease in export quantities and an increase in imports by 47%. In spite of
reduced real output, the country can increase resource usage due to its
increased ability to finance the balance of trade deficit. Private consumption
increases by 2.4% and in investments there is a tremendous boom with a
101% increase. Notably it is the construction sector that is expanding the
fastest due to its inter-linkages with investment demand in all sectors. Prices
increase by about 40%. We note that the real marginal product of capital is
affected very differently across sectors, and that it is this that drives the allo-
cation of investment resources among sectors. The return on investment in
construction grows most followed by that in manufacturing. The impact on
mining is muted by the all round increase in prices.

The effects essentially remain in period 2. It is noteworthy that private
consumption increases as much as 6.4 per cent in spite of a more modest
GDP increase of 1.4 per cent. This is, of course, due to the fact that the coun-
try can finance a significant resource transfer from abroad due to the terms
of trade improvement. Again this may be a risky adjustment if the boom
peters out, which they typically tend to do. The economy may then find it
difficult to adjust back to a situation where its exports can finance sufficient
imports.
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Table 6.7: Price Boom in Mining

PERIOD 1
Agric  Mining Food Manuf Constr Private Public Total
service service
Production -5.64 -062 -3.27 328 37.04 -055 -047 0.63
Consumption 8.58 6.78 9.02 -0.98 -351 241
Public demand 0.00 0.00 0.00 0.00 0.00 0.00 0.00
Invest demand 81.25 101.75 100.84 101.23
Export -3220 -0.58 -17.86 -16.67 -12.50 -2.13
Import 4211 154 4286 50.87 63.06 13.27 47.03
Invest by sector 77.78 9735 8140 107.60 265.22 94.14 9457 101.14
Market price 3458 4975 3750 3381 6.93 5146 56.44
Producer price 4837 50.82 47.12 4552 4146 52.63 56.44
Capital stock 000 000 000 000 000 0.00 0.00
MP of capital 4458 57.32 4928 6944 19722 57.61 58.29
Real GDP -0.70
Balance of trade 0.00
Skilled wage 59.72 Unskilled 58.38
wage
Skilled empl 0 Unskilled empl 0
Wage income 59.01
PERIOD 2
Agric  Minin  Food Manuf Constr Privat Public Total
g ac e servic
servic e
e
Production -250 072 -0.17 444 3605 248 058 216
Consumption 13.39 10.99 13.47 264 323 6.39
Public demand 0.00 0.00 0.00 000 000 0.00 0.00
Invest demand 73.33 95.37 95.18 95.03
Export -3279  0.75 -17.24 -17.43 -12.50 -0.93
Import 46.83 370 49.46 53.03 60.34 15.97 48.94
Invest by sector 67.53 97.10 82.22 101.68 95.24 100.00 78.16 95.03
Market price 3441 5025 3809 3423 6.26 5230 53.33
Producer price 4765 4884 4762 46.00 36.83 53.37 53.33
Capital stock 10.88 511 6.56 5.62 40.00 4.39 9.09
MP of capital 30.80 51.38 4412 5946 5484 57.11 39.15
Real GDP 142
Balance of trade 0.00
Skilled wage 62.58 Unskilled 61.02
wage
Skilled empl 0 Unskilled empl 0
Wage income 61.75
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6.9. A Sensitivity Test Using the Structuralist Model

The base run of the structuralist model corresponds to the base run of the
previous model. For the structuralist model we have done a combined test of
two policy measures. The balance of trade has been decreased by 200, and
public demand has increased by the same amount. Together with this we
have increased capacity in the manufacturing sector by 2.1 per cent. The
latter is interpreted as aid in the form of investment goods. In total the aid
injection is larger than in any one of the aid experiments with the neo-classi-
cal model.

Public demand is increased by 5.5 per cent as the result of the policy,
which is less than in the experiment above with public sector aid. In this
setting the demand spills over more to private demand and thus leads to
higher production of private services. We do not get the same type of
crowding out effect in this model. Private consumption increases by 1.5 per
cent. Total production decreases by less than half a per cent. There is an
increase in prices of slightly more than one per cent, and there is also an
increase in nominal wages. This is due to the lowering of the balance of trade
constraint, which yields higher imports and lower exports. As a result there
is also an increase in profits, which thus leads to in increase in total invest-
ments by 2 per cent. This model thus somewhat contradicts the previous
model in that the policy measures lead to more of an increase in investment
and an increase in private consumption. This model simulates more short-
term impacts of a demand stimulus.

The neo-classical and the structuralist models are similar in important
ways concerning investment behaviour. Profits determine investments in the
second model and marginal productivity of capital (MPC) and savings
determine investments in the first one. The product of savings and MPC
should be strongly correlated to profits, which thus implies that investment
behaviour is similar in the models.

Furthermore, in both models there are strong links between production
on the one hand and capacity or capital on the other. This is due to the fact
that both models are equilibrium models, in which supply is represented by
capacity (or capital) and demand is set equal to production.

One major difference between the two models is that in the neo-classical
model there is substitution between (two types of) labour and capital and in
the structuralist model, there is no substitution at all. One can thus regard
the structuralist model as a short run model and the neo-classical model as a
long run model with respect to substitution. This motivates the use of both
models and it also partly explains the differences in the results of the models.
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For instance, an exogenous increase in capital in the neo-classical model
reduces the marginal product of capital, reduces investments and gives an
increase in consumption. To keep prices on a fairly constant average level,
because of the balance of trade constraint, wages are increased.

With a corresponding exogenous increase in capacity in the structuralist
model, constant average prices keep wages and profits on a fairly constant
level and investments are also fairly constant. Private consumption is
increased due to increased productive capacity.

Table 6.8: Results of Simulation Using Structuralist Model

Agric  Minin  Food Manuf Constr Private Public Total

g service  servic
e

Production 950 2239 528 6135 329 6647 849 17672
Old capacity 547 1503 311 3832 46 3844 503 10088
Consumption 643 0 411 1193 0 4073 56 6376
Puplic demand 107 0 71 888 18 89 604 1777
Investment 35 307 38 404 74 369 61 1288
demand
Export 59 2252 28 102 0 24 0 2465
Import 240 124 91 1542 9 115 0 2121
Prices 0.957 1123 1.034 1.090 4.418 1.006 0.907
Skilled wage 0.984
Unskilled wage 0.492
Bal. of trade 344

6.10. A Comparison of Policy Impacts

It seems to us that the main model functions fairly well. It reacts in a reason-
able manner to changes in parameters, and the results make sense. Although
we had some data problems in the implementation of the model, we do
believe that the results are credible. In this concluding section we will sum-
marise some of the most pertinent results of our policy experiments.

The main emphasis in this study is on the impact of foreign resources on
growth in Zambia. We have considered aid in the forms of grants as well as
loans, going to the private sector, the public sector or specific production
sectors. These experiments can also be interpreted to reflect the impact of
debt relief. We also consider the impact on the economy of a terms of trade
improvement, which in turn relaxes the foreign exchange constraint.

We first note that foreign resources going to the private sector have a
much bigger impact on consumption, than similar resources going to the
public sector. The latter, of course, primarily leads to increased government
expenditures. We note also that aid to the private sector is invested to a
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higher extent, which means that growth increases and that also consumption
may increase more in the longer term. There is also a different allocation of
the investment increase in the two cases. In the private sector aid case there
is a greater expansion in the private sector, which one would generally
believe to be better for growth than public sector investment. One should
note, however, that there are impacts of, for example, government activities
that we have not been able to model. Infrastructure is important for private
sector growth, but here there is no impact of government activities via that
route. One should therefore be careful in distinguishing between different
types of government investment, when discussing its growth impact. The
kind of results we get would also be obtained via a relaxation of debt service
obligations, since that would also relax the foreign exchange constraint.

We note that the inflow of foreign resources makes it possible to increase
domestic expenditures relative to production. In the market this is mediated
via domestic price increases relative to the world market prices, which
means that we get a Dutch Disease effect. Exports fall while imports
increase. This may be problematic in the longer term, if the ambition is to
reduce aid dependence and to finance imports via the country’s own
exports. This type of effect is much more limited if resources are channelled
into investment in productive sectors.

By channelling resources into investments in productive sectors we do
get a much stronger growth effect and the consumption levels achieved in
the second period are also higher. This therefore seems to be a desirable
strategy. This is also something that aid donors have tended to prefer over
the years, but in many instances the investments have not worked out very
well. In Chapter 3 we discussed various reasons as to why this might be the
case. One reason might be the lack of an appropriate macroeconomic or insti-
tutional framework for the investment activities. It may also be that there are
incentive problems or control problems that make this type of investment
underperform. This we cannot simulate with the help of this model, where
all investments are treated symmetrically. It is clear anyway that the way
foreign aid is channelled into the economy is very important for its effects,
while in the model we just have assumed that this problem does not exist.

In the final experiment we simulate the effect of a dramatic terms of
trade improvement, and this shows very clearly how sensitive this type of
economy is to changes in the external environment. A copper price boom
would have dramatic effects on investments throughout the economy, not
only in mining. There would also be a consumption boom of significant pro-
portions. The experiment shows how negative the copper bust has been for
the country since the glorious sixties. Copper price increases are impossible
to engineer via policy changes, however, so the policy dimension here is
rather how to handle the swings when they occur. As it has turned out, there
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are also considerable problems in handling good shocks. Again we assume
that the investments will be as wise and sensible as in ordinary times, but
experience tells us that they may be rather wasteful. We here again have a
dramatic Dutch Disease effect, which may be problematic for the country in
the longer term. New manufacturing exporters may for example be squeezed
out of the market. If one believes that there is significant learning by doing in
relation to particularly those activities this may be bad for long-term growth.
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Appendix 6A: Comparisons across Experiments

Table A6.1: Expenditure shares of GDP (%)

Base  Private Public Investmen Investment Investmen Price
sector  sector taid to aid to taid to boom
loan aid agricultur manufactur  mining
e e

Period 1
Consumptio 67.1 69.1 67.1 67.5 67.3 67.2 69.2
n
Government 184 184 20.5 18.3 18.3 189 185
Investment 10.9 11.0 10.9 10.7 10.9 10.9 22.1
Export 29.2 28.2 28.2 29.0 29.1 29.3 28.7
Import 25.6 26.7 26.8 25.4 25.5 25.8 37.9
Period 2
Consumption 68.0 67.8 67.9 68.3 68.1 68.0 713
Government 176 176 19.6 175 176 176 174
Investment 10.9 11.0 11.0 10.8 10.9 115 21.1
Export 28.8 28.8 271.7 28.6 28.6 28.8 28.0
Import 25.3 26.3 26.3 25.2 25.2 25.4 37.1
Table A6.2: Percentage changes relative to base run (%)

Private Public Investment  Investmen  Investmen Price

sector sector aid to taid to taid to boom

loan aid agric. manufact. mining

Period 1
Consumption 291 -0.05 1.16 0.48 0.35 241
Government 0.00 11.25 0.00 0.00 0.00 0.00
Investment 0.95 0.38 -1.14 -0.19 0.47 101.23
Export -3.41 -3.27 0.11 0.04 0.78 -2.13
Import 4.16 4.29 0.04 0.04 0.89 47.03
GDP -0.02 0.01 0.65 0.30 0.28 -0.70
Period 2
Consumption -0.19 0.00 0.93 0.48 0.35 6.39
Government 0.00 11.25 0.00 0.00 0.00 0.00
Investment -0.18 0.63 -0.72 -0.27 0.45 95.03
Export 0.31 -3.22 0.10 0.03 0.76 -0.93
Import -0.43 4.16 0.12 0.08 0.82 48.94
GDP 0.05 0.05 0.53 0.28 0.28 1.42
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Table A6.3: Sectoral allocation of investment (%)

Base  Private  Public Investm Investm Investme  Price
run sector sector  entaid ent aid ntaid to boom
loan aid to mining
agricu manufa

Period 1

Agriculture 7.7 7.9 7.7 5.0 7.9 7.8 6.8
Mining 25.0 24.0 23.8 25.3 25.3 24.2 24.6
Food 4.1 4.2 4.1 4.2 4.1 4.1 3.7
Manufacturing 31.2 31.1 31.3 31.9 30.1 315 32.2
Construction 2.2 2.2 2.1 2.2 2.2 2.2 4.0
Private 21.1 21.8 21.0 21.6 215 21.3 20.3
services

Public services 8.7 8.9 10.0 8.9 8.9 8.9 8.4
Period 2

Agriculture 7.0 7.0 7.0 5.0 7.1 7.0 6.0
Mining 24.9 25.0 23.9 25.3 25.3 24.2 25.2
Food 4.1 4.0 44 4.2 4.1 4.1 3.8
Manufacturing 32.2 32.3 324 33.0 31.3 32.6 33.3
Construction 1.9 1.9 1.9 1.9 1.9 1.9 1.9
Private 22.0 22.0 22.0 22.4 22.5 22.9 22.6
services

Public services 7.9 7.9 8.6 8.0 8.0 7.9 7.2
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7. Summary

Zambia is highly dependent on copper exports for incomes, employment,
and foreign exchange earnings. This reliance on one export makes the
country very vulnerable to fluctuations in its price. From independence in
1964 until the mid-1970s Zambia had reasonable growth, largely depending
on good revenue from copper exports due to exceptionally high copper
prices. Zambia was at that time one of the wealthiest countries in Sub-
Saharan Africa. This was to change, though. The first oil crisis and the subse-
quent economic recession in the industrialised countries affected copper
prices dramatically. Export revenues fell, and per capita incomes started to
decline. The government had a policy to diversify exports, but the policy
actually pursued was of the standard inward-oriented type, which created
few firms that were competitive in the export market. Policy was also
heavily biased against agriculture, which otherwise could have been a
candidate for export production. The production structure that was built up
became highly dependent on imports of intermediates and capital goods,
and this meant that the decline in export revenues following from the fall in
copper prices was doubly serious.

But it was not only the price of copper that fell. Production also started to
decline, from a peak of 695,000 tonnes in 1976, to a mere 308,000 tonnes in
1995. The easily worked deposits of ore started to become depleted, which
meant that costs of production started to increase. In spite of this decline of
the copper industry, it remained the mainstay of the economy and at centre-
stage politically. Zambia has therefore remained one of the most dualistic
economies in Africa, with a high degree of urbanisation coupled with very
primitive peasant agriculture. Government support to the agricultural sector
has mainly been focused on the large farmers along the line of rail. Since
formal employment has stagnated, the rapidly increasing labour force has
largely had to seek a livelihood in the informal sector. Thus both the rural
and urban economy are divided into a modern formal sector and an informal
or subsistence sector. The labour market is highly segmented.

During the first decade of independence, with the exception of 1971 and
1972, Zambia had a sound current account balance, but from 1975 it had
large deficits. Since the government assumed that the fall in copper prices
was a temporary blip, they chose to avoid serious adjustment measures, and
instead borrowed money on the international financial markets. It is from
this period onward that Zambia’s large debt was built up. This external
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deficit was combined with an increasing domestic budget deficit, since the
government no longer received copper revenues to the earlier extent.
Domestic macroeconomic stability deteriorated, and inflationary pressure
increased.

From 1983 the government initiated some stabilisation and structural
adjustment measures in collaboration with the IMF and the World Bank, but
the government regularly backtracked and during some periods, tried its
own brand of adjustment programme without the support of the IFIs. On the
whole, the period from 1983 to 1991 was characterised by poor macro-
economic balance, with budget deficits ranging from 4 to 21 per cent of GDP,
and money supply (M1) growth accelerating to about 75 per cent at the end
of the period. Again, the current account consequences of their instability
were significant. The final jump in the external deficit, in 1991, was concur-
rent with the national elections that finally swept Kaunda from power and
brought in Chiluba and the MMD (the Movement for Multi-Party
Democracy). The government expenditures in the run-up to the elections
also had consequences for the external balance. Again, this row of deficits
further added to the external debt, and debt service was now beginning to be
a major government concern. Relative to GDP, Zambia was on its way to
becoming one of the most indebted countries in the world.

With the help of our CGE-model we have analysed the impact of various
strategies with regard to external resource transfers. We have compared the
impacts of foreign loans or grants to the private and the public sectors, and
we have also simulated the impact of a turn-around of the country’s fortunes
with regard to its external terms of trade. The impacts in our experiments
can also be taken to reflect the consequences of a reduction in debt service.

The results of the policy analysis show that the scope for growth is
highly dependent on the tightness of the external resource constraint. Our
major copper-price shock experiment showed that an improved external
position may imply a dramatic improvement in growth. This can also be
achieved by foreign aid, but here one needs to consider the ways in which
the resources are transferred into the country. A considerable share of the
aid that has been channelled into the economy has not been wisely used
before. One also needs to consider ways to ensure that the incentives of aid
are appropriate.

Significant resource transfers have been shown to have a Dutch Disease
effect, that leads to an appreciation of the exchange rate that makes it harder
to export. This is problematic if aid is temporary, which it should be. If the
effect is strong, the country may be locked into persistent aid-dependence.
Therefore one should aim for strategies that minimise the Dutch Disease
effect and that create potential for growth. Aid that goes to investment in
productive activities seems to achieve this, although there is supplementary
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information that shows that aid to many projects has functioned poorly. We
therefore again come back to the need to devise good ways to channel
resources into the country.

Of course, many of the growth constraints are domestic in nature, and
must be dealt with by other measures. We will not try to deal with those
here. It seems clear, in any case, that a relaxation of the foreign exchange
constraint will make it easier to also address the domestic policy problems.
With the debt burden that Zambia carries, debt service tends to dominate the
policy-making machinery. Therefore, ways out of this fix need to be sought.

111



References

Adam, C. (1995), “Review Article: Adjustment in Africa: Reforms, Results and the Road
Ahead”, World Economy, 18(5).

Adam, C., Bevan, D. (1993), “Stabilisation and the risk of hyperinflation: Issues in
Zambian macroeconomic performance 1992-1993”, mimeo, CSAE, Oxford
University, Oxford.

Adam, C., Andersson, P., Bigsten, A., Collier, P., O’Connell, S. (1994a), Evaluation of
Swedish Development Co-Operation with Zambia. A Report for the Secretariat for Analysis
of Swedish Development Assistance, SASDA, Ds 1994:114, Ministry for Foreign Affairs,
Stockholm.

Adam, C., Bevan, D. (1996a), “Real Stabilisation: Issues in the Design of Macroeconomic
Policies in Zambia”, mimeo, CSAE, Oxford University, Oxford.

Adam, C., Bevan, D. (1996b), “Cash Budgets: Experience in Zambia”, mimeo, CSAE,
Oxford University, Oxford.

Adam, C., Bevan, D. (1997), “Fiscal Restraint and the Cash Budget in Zambia”, mimeo,
CSAE, Oxford University, Oxford.

Adam, C,, Bevan, D., McBrady, M. (1993a), “Macroeconomic performance in Zambia
1991-1993 part I: A review of the rights accumulation programme 1991-93”, mimeo,
CSAE, University of Oxford.

Adam, C, Bevan, D., McBrady, M. (1993b), “Macroeconomic performance in Zambia
1991-1993 part II: The fiscal implications of stabilization and liberalization
measures”, mimeo, CSAE, University of Oxford.

Adam, C., Bigsten, A., Collier, P., Julin, E., O’Connell, S. (1994b), Evaluation of Swedish
Development Cooperation with Tanzania, SASDA, Ds 1994:113, Ministry for Foreign
Affairs, Stockholm.

Adam, C, O’Connell, S. (1997), “Aid, Taxation and Development: Analytical
Perspectives on Aid Effectiveness in Sub-Saharan Africa”, Working Paper no 97-5,
CSAE, Oxford University, Oxford.

Akerlof, G. (1970), “The Market for Lemons: Quality Uncertainty and the Market
Mechanism”, Quarterly Journal of Economics, 84.

Akinlo, AE. (1996), “The Impact of Adjustment Programme on Manufacturing
Industries in Nigeria, 1986-1991: A Sample Study”, African Development Review, 8(1).

Andersson, P. (1988), “Prospects for development of the manufacturing sector in
Zambia within a framework of structural adjustment”, Working Paper,
ILO/SATEP, Lusaka, Zambia.

Andersson, P. (1990), Zambia’s experiences with structural adjustment in the 1980s:
Have macroeconomic policies been conducive to agricultural development,
Department of Economics, mimeo, Goteborg University, Géteborg.

Andersson, P. (1993), Labour market structure in a controlled economy—the case of Zambia,
Ekonomiska studier no 37, Department of Economics, Goteborg University,
Goteborg.

Andersson, P. (1995), “Monetary policies and exchange rate determination in Zambia
1992-1993”, Macroeconomic studies 62 /95, SIDA, Stockholm.

112



Andersson, P., Kayizzi-Mugerwa, S. (1989), “Mineral dependence, goal attainment and
equity: Zambia's experiences with structural adjustment in the 1980s”,
Macroeconomic studies 4/89, SIDA, Stockholm.

Andersson, P., Kayizzi-Mugerwa, S. (1993), “External shocks and the search for diversi-
fication in Zambia”, in Lundahl, M. and Blomstrém, M. (eds.), Perspectives on the
Economic Crisis in Africa, Routledge, London.

Andersson, P., Ndulo, M. (1992), “Structural adjustment, inflation and political com-
mitment in Zambia: A short analysis of the new economic programme of 19897,
Macroeconomic studies 28/92, SIDA, Stockholm.

Andersson, P., Ndulo, M. (1994), “Hyperinflation, stabilization and the new economic
recovery program in Zambia”, Macroeconomic studies 51/94, SIDA, Stockholm.
Andersson, P., Sj66, B. (1999), “Controlling inflation during structural adjustment
programs. The case of Zambia”, mimeo, Department of Economics, Goteborg

University, Goteborg.

Baldwin, R. (1966), Economic Development and Export Growth: A Study of northern
Rhodesia, 19201960, University of California Press.

Bates, R.H., Collier, P. (1993), “The Politics and Economics of Economic Reforms in
Zambia”, in R H. Bates and A.O. Krueger (eds.). Political and Economic Interactions in
Economic Policy Reform, Blackwell, Oxford.

Bevan, D., Collier, P., Gunning, J. with Bigsten, A., Horsnell, P. (1990), Controlled Open
Economies. A Neoclassical Approach to Structuralism, Clarendon Press, Oxford.

Bigsten, A. (1993), “Regulations versus Price Reforms in Crisis Management. The Case
of Kenya”, in M. Blomstréom and M. Lundahl (eds.), Economic Crisis in Africa:
Perspectives on Policy Responses, Routledge, London.

Bigsten, A. et al. (1994), Limitations and Rewards in Kenya’s Manufacturing Sector: A Study
of Enterprise Development, World Bank, Washington DC.

Bigsten, A. et al. (1995), Manufacturing in Kenya under Adjustment, World Bank,
Washington DC.

Bigsten, A., Moene, K-O. (1996), “A Growth and Rent Dissipation: The case of Kenya”,
Journal of African Economies, 5(2).

Bigsten, A., et al. (1999) “Investment in Africa’s Manufacturing Sector: a Four Country
Panel Data Analysis”, Oxford Bulletin of Economics and Statistics, 61(4).

Blitzer, C. (1979), “Development and income distribution in a dual economy: A
dynamic simulation model for Zambia”, Journal of Development Economics, No 6.
Bonnick, G.G. (1997), Zambia Country Assistance Review. Turning an Economy Around,
OED, World Bank Operations Evaluation Study, World Bank, Washington DC.
Boone, P. (1994), “The Impact of Foreign Aid on Savings and Growth”, mimeo, London

School of Economics.

Boone, P. (1996), “Politics and the Effectiveness of Foreign Aid”, European Economic
Review 40(2).

Bourguignon, F., Branson, W.H, De Melo, J. (1992), “Adjustment and Income
Distribution: A Micro-Macro Model for Counterfactual Analysis”, Journal of
Development Economics, 38.

Bourguignon, F., Branson, W.H., de Melo, J., “Adjustment and income distribution. A
micro-macro model for counterfactual analysis”, Journal of Development Economics
18 (1992) 17-39.

Burnside, C., Dollar, D. (1997), “Aid, Policies and Growth”, Policy Research Working
Paper no 1777, World Bank, Washington DC.

Borjesson, J. (1993), “Investments in Zambia”, Minor field study, Department of
Economics, Goteborg University, Goteborg, mimeo.

113



Chibber, A., Dailami, M., Shafik, N. (eds.)(1992), Reviving Private Investment in
Developing Countries, North-Holland, Amsterdam.

Claessens, S., Naude, D. (1993), “Recent Estimates of Capital Flight”, Policy Research
Working Paper no 1186, World Bank, Washington DC.

Colclough, C. (1988), “Zambian adjustment strategy—with and without the IMF”, IDS
Bulletin, Vol. 19, No 1, Institute of Development Studies, Sussex.

Collier, P., Gunning, J.W. (1999), “Explaining African Economic Performance”, Journal
of Economic Literature XX:xx—xx.

Corbo, V., Rojas, P. (1992), “World Bank-Supported Adjustment Programmes: Country
Performance and Effectiveness”, in Corbo, V. Fischer, S., Webb, S.B., (eds.),
Adjustment Lending Revisited: Policies to Restore Growth, World Bank, Washington
DC.

Demery, L., Squire, L. (1996), “Macroeconomic Adjustment and Poverty in Africa: An
Emerging Picture”, World Bank Research Observer, 11(1).

Diamond, D. (1984) “Financial Intermediation and Delegated Monitoring”, Review of
Economic Studies, 51(3).

Dixit, AK.,, Pindyck, R.S. (1994), Investment under Uncertainty, Princeton University
Press, Princeton, N.J.

Dodge, D J. (1977), “Agricultural policy and performance in Zambia: History, prospects
and proposals for change”, Research Series No. 32, Institute of International
Studies, University of California.

Easterly, W. (1993), “Endogenous Growth in Developing Countries with Government-
Induced Distortions”, Journal of Monetary Economics, 32.

Easterly, W., Levine, R. (1995), “Africa’s Growth Tragedy: A Retrospective, 1960-89”,
Policy Research Working Paper no 1503, World Bank, Washington DC.

Easterly, W.R, Levine, R. (1996), “Africa’s Growth Tragedy: Policies and Ethnic
Divisions”, World Bank, mimeo.

Faini, R., de Melo, J., Senhadji-Semlali, A., Stanton, J. (1991), Macro-Performance under
Adjustment Lending”, in Thomas, V. et al. (eds.), Restructuring Economies in
Distress, World Bank, Washington DC.

Fielding, D. (1993), “Determinants of Investment in Kenya and Cote d'Ivoire, Journal of
African Economies, 2(3).

Fry, J. (1979), Employment and Income Distribution in the African Economy, London, Croom
Helm.

Fundanga, C.M, Mwaba A. (1999), “Privatization of Public Enterprises in Zambia: An
Evaluation of the Policies, Procedures and Experiences”, African Development
Bank, Economics Research Paper No. 35.

Gertzel, C., Szeftel, M. (1984), “Politics in an African urban setting: The role of the
Copperbelt in the transition to the one-party state 1964-73", in Gertzel, C. with
Baylies, C. and Szeftel, M. (eds.), The Dynamics of the One-Party State in Zambia,
Manchester University Press, Manchester.

Government of the Republic of Zambia (1988), “New economic recovery programme,
interim national development plan, progress report no. 2”, National Commission
for Development Planning.

Government of the Republic of Zambia (1991), “GRZ funding proposals for agricultural
development assistance (1992-2002)”, Ministry of Agriculture.

Government of the Republic of Zambia (1993), “Economic report 1992”, Office of the
President, National Commission for Development Planning.

Government of the Republic of Zambia (1994), “Achieving external viability with
growth in Zambia”, Note to the Consultative Group.

114



Government of the Republic of Zambia (1994), “Economic report 1993”, Office of the
President, National Commission for Development Planning.

Government of the Republic of Zambia (various issues), Monthly Digest of Statistics,
Lusaka

Greenwald, B., Stiglitz, J.E., Weiss, A. (1984), “Informational Imperfections in the
Capital Markets and Macroeconomic Fluctuations”, American Economic Review,
74(2).

Gulhati, R. (1989), Impasse in Zambia. The Economics and Politics of Reform, EDI
Development Policy Case Series, Analytical Case Studies No 2, World Bank,
Washington DC.

Gulhati, R., Sekhar, U. (1981),“Industrial strategy for late starters: The experiences of
Kenya, Tanzania and Zambia”, World Bank Staff Working Paper No. 457,
Washington.

Hadjimichael, M.T., Ghura, D. (1995), Public Policies and Private Savings and Investment in
Sub-Saharan Africa: An Empirical Investigation, Africa Department, IMF Working
Paper, IMF, Washington DC.

Hansen, H., Tarp, F. (1999), “The Effectiveness of Foreign Aid”, mimeo, Department of
Economics, University of Copenhagen.

Holden, Stein T., Helge Hvoslef and Prem L. Sankhayen (1994), Impact of Adjustment
Programmes on Peasants and the Environment in Northern Zambia, The Agricultural
University of Norway, Oslo.

Hussein, 1., Faruqee, R. (1994), “Adjustment in Seven African Countries”, in Hussain, L.
and Farugqee, R. (eds.), Adjustment in Africa: Lessons from Country Case Studies, World
Bank, Washington DC.

Institute for African Studies (1989), “Perspectives on the Zambian economy”, mimeo,
University of Zambia, Lusaka.

International Monetary Fund (IMF) (1989), “Zambia—economic and financial policy
framework, 1989-93".

Isaksson, A. (1997), “Essays on Financial Liberalisation in Developing Countries:
Capital mobility, price stability and savings”, Ekonomiska studier no 71,
Department of Economics, Géteborg University, Goteborg.

Jansen, D.J. (1988), “Trade, exchange rate and agricultural pricing policies in Zambia”,
World Bank Comparative Studies, Washington.

Jaspersen, F.Z., Aylward, A.H., Sumlinski, M.A. (1995), Trends in Private Investment in
Developing Countries. Statistics for 1970-94, Discussion Paper no 28, IFC, Washington
DC.

Jenkins, C. (1997), “Determinants of private investment in Zimbabwe”, Working Papers
Series No 97/4, CSAE, University of Oxford, Oxford.

Jimenez, E. (1994), “Human and Physical Infrastructure—public investment and pricing
policies in developing countries”, Policy Research Working Paper no 1281, the
World Bank, Washington.

Jorgenson, D.W. (1963), “Capital Theory and Investment Behaviour”, American Economic
Review, 53(3).

Katongo, K. (1988), “Agricultural sectoral policies in Zambia, 1975-1985”, Paper
presented at seminar on growth and equity in Zambian agriculture: An Eastern
Province study, Livingstone, Zambia, mimeo.

Kayizzi-Mugerwa, S. (1988), “External shocks and adjustment in Zambia”, Studies in
Economics No 26, Department of Economics, Géteborg University, Gteborg.

Kayizzi-Mugerwa, S. (1990), “Growth from own resources: Zambia’s fourth national
development plan in perspective”, Development Policy Review, Vol. 8.

115



Kayizzi-Mugerwa, S. (1991), “External Shocks and Adjustment in a Mineral Dependent
Economy: A Short-Run Model for Zambia”, World Development, 19(7).

Keppler, R. (1979), “Zambian agriculture structure and performance”, in Turok B. (ed.),
Development in Zambia: A Reader, Zed Press, London.

King, R.G,, Levine, R. (1993a), “Finance, Entrepreneurship, and Growth: Theory and
Finance”, Journal of Monetary Economics, 35.

King, R.G., Levine, R. (1993b), “Finance and Growth: Schumpeter Might Be Right”,
Quarterly Journal of Economics, 108(3).

Kirkpatrick, C., Weiss, J. (1995), “Trade Policy Reforms and Performance in Africa in
the 1980s”, Journal of Modern African Studies, 33(2).

Krueger, A.O. (1995), “Policy Lessons from Development Experience since the Second
World War”, in Handbook of Development Economics, vol. 3, North-Holland,
Amsterdam.

Krueger, A.O., Schiff, M., Valdes, A. (1988), “Agricultural Incentives in Developing
Countries. Measuring the Effects of Sectoral and Economy-Wide Policies”, World
Bank Economic Review, Sept.

Krueger, A.O., Schiff, M., Valdes, A. (eds.) (1991), The Political Economy of Agricultural
Pricing Policy, Johns Hopkins University Press, Baltimore and London.

Kumar, M. S., Mlambo, K. (1995), “Determinants of private investment in sub-Saharan
Africa—an empirical investigation”, Paper presented at XIth World Congress of the
International Economic Association, Tunis, mimeo.

Kydd, J. (1987), “Coffee after copper? Structural adjustment, liberalization and agricul-
ture in Zambia”, Overseas Development Institute, London, mimeo.

Kydd, J. (1988), “Zambia”, in Harvey, C., (ed.), Agricultural Pricing Policy in Africa,
Institute of Development Studies, University of Sussex, Macmillan Publisher.

Lall, S. (1995), A Structural Adjustment and African Industry”, World Development,
23(12).

Lambert, S., Schneider, H., Suwa, A. (1991), “Adjustment and Equity in Cote d’Ivoire,
1980-86", World Development, 19.

Levin, J. (1998), “Structural Adjustment and Poverty: The Case of Kenya”, Ekonomiska
studier no 84, Department of Economics, University of Gothenburg.

Levine, R, Renelt, D. (1992), “A Sensitivity Analysis of Cross Country Growth
Regressions”, American Economic Review, 82.

Levine, R, Zervos, S. (1996), “Stock Market Development and Long-Run Growth”,
World Bank Economic Review, 10(2).

Luchembe, P.C. (1974), “Rural stagnation: A case study of the Lamba-Lima of Ndola
rural district”, in Palmer, R. “Zambian Land and Labour Studies”, Vol. II,
Occasional papers No. 2, Lusaka.

Makgetla, N.S. (1986), “Theoretical and practical implications on IMF conditionality in
Zambia”, Journal of Modern African Studies, Vol. 24, No 3.

Mans, D. (1994), “Tanzania: Resolute Action”, in Hussain, I. and Farugee, R. (eds.).

Ministry of Finance and Economic Development, Macroeconomic Indicators November
1997, Lusaka.

Morriset, J., (1993), “Does Financial Liberalisation Really Improve Private Investment in
Developing Countries?”, Journal of Development Economics, 40(1).

Mosley, P. (1987), Overseas Aid: Its Defence and Reform, Wheatsheaf Books, Brighton.

Mosley, P., Hudson, J., Horrel, S. (1987), “Aid, the Public Sector and the Market in Less
Developed Countries”, Economic Journal 97(2).

Mosley, P., Subasat, T., Weeks, J. (1995), “Assessing Adjustment in Africa”, World
Development, 23(9).

116



Mwanawina, I, Sankhayen, P.L. (1995), A Computable General Equilibrium Model for
Measuring the Effects of Structural Adjustment Programmes on Ecology and Development
in Zambia. The Agricultural University of Norway, Oslo.

Mwansa, L. (1998), Determinants of Inflation in Zambia, Ekonomiska studier no 86,
Department of Economics, Géteborg University, Goteborg.

Mwenda, A. (1999), “Monetary policy effectiveness in Zambia”, in Kayizzi-Mugerwa, S.
(ed.), The African Economy: Policy, institutions and the future, Routledge, London.

Ndulo, M. (1999), “Transforming economic and political structures for growth: The
Zambian experience”, in Kayizzi-Mugerwa, S. (ed.), The African Economy: Policy,
institutions and the future, Routledge, London.

Ndulo, M., Sakala, M. (1987), “Stabilization policies in Zambia: 1976-85", Working
Paper No. 13, World Employment Programme Research, ILO, Geneva.

ODA (1994), “Aid, hidden transfers and conditionality”, mimeo.

Ojo, O., Oshikoya, T. (1995), “Determinants of Long-Term Growth: Some African
Results”, Journal of African Economies, 4(2).

Oshikoya, T. (1994), “Macroeconomic Determinants of Domestic Private Investment in
Africa: An Empirical Analysis”, Economic Development and Cultural Change, 42(3).
Paldam, M. (1997), “The Micro-Efficiency of Danish Development Aid”, Working Paper

No. 1997-13, Department of Economics, University of Aarhus.

Patillo, C. (1996), “The Impact of Uncertainty on the Investment Behaviour of Ghanaian
Manufacturing Sector Firms”, Centre for the Study of African Economies, Oxford
University, mimeo.

Persson, H. (1983) “Theory and applications of multisectoral growth models”,
Department of Economics, University of Gothenburg.

Ram, R. (1996), “Productivity of Public and Private Investment in Developing
Countries: A Broad International Perspective”, World Development, 24(8).

Renshaw, G.T. (ed.) (1989), “Market liberalisation, equity and development”, International
Labour Office, Geneva.

Riddell, R. (1987), Foreign Aid Reconsidered, James Currey, London.

Rimmer, D. (1995), “Adjustment Blues”, African Affairs, 94(374).

Robinson, S. “Macroeconomics, Financial Variables, and Computable General
Equilibrium Models”, World Development, Vol. 19(1991), No. 11, 1509-1525.

Rodrik, D. (1989), “Credibility of Trade Reform—a Policy Maker’s Guide”, The World
Economy 12.

Rodrik, D. (1990), “How should structural adjustment programs be designed?”, World
Development, Vol. 18, No 7.

Rodrik, D. (1995), “Trade and Industrial Policy Reform”, in Handbook of Development
Economics, vol. 3, North-Holland, Amsterdam.

Romer, P. (1992), “Two Strategies for Economic Development: Using Ideas and
Producing Ideas”, Proceedings of the World Bank Annual Conference on Development
Economics.

Saasa, O.S. (1987), “Zambia’s policies towards foreign investment”, Scandinavian
Institute of African Studies, Research Report No. 79, Uppsala.

Sachs, J.D., Warner, A. (1995), “Economic Reform and the Process of Economic
Integration”, Brooking Paper on Economic Activity 1.

Sahn, D., Dorosh, P., Younger, S. (1994), “Economic Reform in Africa: A Foundation for
Poverty Alleviation”, Cornell Food and Nutrition Policy Program Working Paper
72, Cornell University, Ithaca, New York.

Savvides, A. (1995), “Economic Growth in Africa”, World Development, 23(3).

117



Schatz, S.P. (1995), “Structural Adjustment in Africa: A Failing Grade So Far”, Journal of
Modern African Studies, 32(4).

Seshamani, V. (1984), “The Manufacturing Sector of Zambia since Independence: An
Analytical Profile”, In International Development Research Center, Manuscript
Report on the Zambian Economy: Problems and Prospects, Proceedings from a national
workshop, Lusaka.

Serven, L., Solimano, A. (1992a), “Private Investment and Macroeconomic Adjustment:
A Survey”, The World Bank Research Observer, 7(1).

Serven, L., Solimano, A. (1992b), “Economic Adjustment and Private Investment”,
Finance and Development, Sept.

Serven, L., Solimano, E. (1993), “Debt Crisis, Adjustment Policies and Capital
Formation in Developing Countries: Where Do We Stand?”, World Development,
21(1).

Shoven, J.B., J. Whalley, Applying General Equilibrium, Cambridge 1992: Cambridge
University Press.

SIDA (1989), “Zambia: Exchange rate policy”, Studies in Macroeconomic Management,
Swedish International Development Authority, Stockholm.

Simson, H. (1985), “Zambia—a country study”, Scandinavian Institute of African
Studies, Uppsala, mimeo.

Solimano, A. (1992), “Understanding the investment cycle in adjustment programs—
evidence from reforming economies”, Policy Research Working Papers WPS 912,
The World Bank.

Soyibo, A. (1996), The Transmission of Savings to Investment in Nigeria, Research Paper 48,
AERC, Nairobi.

Stiglitz, J.E., Weiss, A. (1981), “Credit Rationing in Markets with Imperfect
Information”, American Economic Review, 71(3).

Suckling, J. (1985), “The Impact of Energy Price Increases on an Export Dependent
Economy: Zambia 1970-82”, ILO, World Employment Programme Research,
Geneva.

Séderbom, M. (2000), Investment in African Manufacturing: A Microeconomic Analysis,
Ekonomiska studier utgivna av nationalekonomiska institutionen, Handels-
hogskolan i Géteborg.

Tokeshi, H. (1997), Trade Reform in Zambia. Measurement of its implementation and its
impact on import flows using a new database, Macroeconomics 1, Africa Region, World
Bank, Washington DC.

UNIDO (1985), “The Republic of Zambia: Industrial development review series”.

de Vylder, S. (1988), “Swedish import support to Zambia, an assessment of the macroe-
conomic framework”, SIDA, Stockholm.

White, H. (1992), “The Macroeconomic Impact of Development Aid: A Critical Survey”,
Journal of Development Studies, 28(2).

White, H. (1996), “Review article: Adjustment in Africa”, Development and Change, 27.

White, H. (ed.) (1998), Aid and Macroeconomic Performance. Theory, Empirical Evidence and
Four Country Cases, Macmillan, London.

Wood, A.P., Shula, E.C.W. (1987), “The state and agriculture in Zambia: A review of the
evolution and consequences of food and agriculture policies in a mining economy ”,
in Mkandawire, T. and Boorenane, N. (eds.), The State and Agriculture in Africa,
Codesria, Dakar.

World Bank (1984), “Zambia—Industrial Policy and Performance”, Report no 4436-2A.

World Bank (1988), Adjustment Lending: An Evaluation of Ten Years Experience, World
Bank, Washington DC.

118



World Bank (1990), Adjustment Lending Policies for Sustainable Growth, World Bank,
Washington DC.

World Bank (1992), Adjustment Lending Policies and Mobilization of Private and Public
Resources for Growth, World Bank, Washington DC.

World Bank (1993), “Zambia: Prospects for sustainable and equitable growth”,
Washington DC.

World Bank (1994), Adjustment in Africa. Reforms, Results, and the Road Ahead, Oxford
University Press, Oxford.

World Bank (1995), A Continent in Transition. Sub-Saharan Africa in the Mid-1990s, Africa
Region, The World Bank, Washington DC.

World Bank (1996), “An analysis of Zambia’s debt problem”.

World Bank (1996), “Zambia—prospects for sustainable growth 1995-2005", Report no
15477- ZA.

World Bank (1997), World Development Report 1997, Washington D.C.

World Investment Report (1997).

119













































Research Reports published by the Institute

Some of the reports are out of print. Photocopies of these reports can be

obtained at a cost of SEK 0:50/ page.

1. Meyer-Heiselberg, Richard, Notes from
Liberated African Department in the Archives at
Fourah Bay College, Freetown, Sierra Leone. 61 pp.
1967 (OUT-OF-PRINT)

2. Not published.

3. Carlsson, Gunnar, Benthonic Fauna in African
Watercourses with Special Reference to Black Fly
Populations. 13 pp. 1968 (OUT-OF-PRINT)

4. Eldblom, Lars, Land Tenure— Social Organiza
tion and Structure. 18 pp. 1969 (OUT-OF-PRINT)

5. Bjerén, Gunilla, Makelle Elementary School
Drop-Out. 1967. 80 pp. 1969 (OUT-OF-PRINT)

6. Moberg, Jens Peter, Report Concerning the Soil
Profile Investigation and Collection of Soil Samples
in the West Lake Region of Tanzania. 44 pp. 1970
(OUT-OF-PRINT)

7. Selinus, Ruth, The Traditional Foods of the
Central Ethiopian Highlands. 34 pp. 1971
(OUT-OF-PRINT)

8. Hagg, Ingemund, Some State-Controlled
Industrial Companies in Tanzania. A Case Study.
18 pp. 1971 (OUT-OF-PRINT)

9. Bjerén, Gunilla, Some Theoretical and
Methodological Aspects of the Study of African
Urbanization. 38 pp. 1971 (OUT-OF-PRINT)

10. Linné, Olga, An Evaluation of Kenya Science
Teacher’s College. 67 pp. 1971. SEK 45,-

11. Nellis, John R., Who Pays Tax in Kenya?
22 pp. 1972. SEK 45,-

12. Bondestam, Lars, Population Growth Control
in Kenya. 59 pp. 1972 (OUT OF PRINT)

13. Hall, Budd L., Wakati Wa Furaha. An
Evaluation of a Radio Study Group Campaign. 47
pp. 1973. SEK 45,-

14. Stahl, Michael, Contradictions in Agricultural
Development. A Study of Three Minimum Package
Projects in Southern Ethiopia. 65 pp. 1973
(OUT-OF-PRINT)

15. Linné, Olga, An Evaluation of Kenya Science
Teachers College. Phase 11 1970-71. 91 pp. 1973
(OUT-OF-PRINT)

16. Lodhi, Abdulaziz Y., The Institution of Slavery
in Zanzibar and Pemba. 40 pp. 1973.

ISBN 91-7106-066-9 (OUT-OF-PRINT)

17. Lundqvist, Jan, The Economic Structure of
Morogoro Town. Some Sectoral and Regional
Characteristics of a Medium-Sized African Town. 70
pp. 1973. ISBN 91-7106-068-5

(OUT-OF-PRINT)

18. Bondestam, Lars, Some Notes on African
Statistics. Collection, Reliability and Interpretation.

59 pp. 1973. ISBN 91-7106-069-4
(OUT-OF-PRINT)

19. Jensen, Peter Foge, Soviet Research on Africa.
With Special Reference to International Relations. 68
pp. 1973. ISBN 91-7106-070-7

(OUT-OF-PRINT)

20. Sjostrom, Rolf & Margareta, YDLC—A
Literacy Campaign in Ethiopia. An Introductory
Study and a Plan for Further Research. 72 pp. 1973.
ISBN 91-7106-071-5 (OUT-OF-PRINT)

21. Ndongko, Wilfred A., Regional Economic
Planning in Cameroon. 21 pp. 1974. SEK 45,-.
ISBN 91-7106-073-1

22. Pipping-van Hulten, Ida, An Episode of
Colonial History: The German Press in Tanzania
1901-1914. 47 pp. 1974. SEK 45,-. ISBN 91-7106-
077-4

23. Magnusson, Ake, Swedish Investments in
South Africa. 57 pp. 1974. SEK 45,-.

ISBN 91-7106-078-2

24. Nellis, John R., The Ethnic Composition of
Leading Kenyan Government Positions. 26 pp.
1974. SEK 45,-. ISBN 91-7106-079-0

25. Francke, Anita, Kibaha Farmers’ Training
Centre. Impact Study 1965-1968. 106 pp. 1974.
SEK 45,-. ISBN 91-7106-081-2

26. Aasland, Tertit, On the Move-to-the-Left in
Uganda 1969-1971. 71 pp. 1974. SEK 45,-.
ISBN 91-7106-083-9

27. Kirk-Greene, Anthony H.M., The Genesis of
the Nigerian Civil War and the Theory of Fear.
32 pp. 1975. SEK 45,-. ISBN 91-7106-085-5

28. Okereke, Okoro, Agrarian Development Pro
grammes of African Countries. A Reappraisal of
Problems of Policy. 20 pp. 1975. SEK 45,-.

ISBN 91-7106-086-3

29. Kjekshus, Helge, The Elected Elite. A Socio-
Economic Profile of Candidates in Tanzania’s
Parliamentary Election, 1970. 40 pp. 1975. SEK
45,-. ISBN 91-7106-087-1

30. Frantz, Charles, Pastoral Societies,
Stratification and National Integration in Africa. 34
pp. 1975. ISBN 91-7106-088-X (OUT OF PRINT)

31. Esh, Tina & Illith Rosenblum, Tourism in
Developing Countries—Trick or Treat? A Report
from the Gambia. 80 pp. 1975. ISBN 91-7106-094-4
(OUT-OF-PRINT)

32. Clayton, Anthony, The 1948 Zanzibar General
Strike. 66 pp. 1976. ISBN 91-7106-094-4 (OUT OF
PRINT)

33. Pipping, Knut, Land Holding in the Usangu
Plain. A Survey of Two Villages in the Southern



Highlands of Tanzania. 122 pp. 1976. ISBN 91-
7106-097-9 (OUT OF PRINT)

34. Lundstrom, Karl Johan, North-Eastern
Ethiopia: Society in Famine. A Study of Three Social
Institutions in a Period of Severe Strain. 80 pp.
1976. ISBN 91-7106-098-7 (OUT-OF-PRINT)

35. Magnusson, Ake, The Voice of South Africa. 55
pp. 1976. ISBN 91-7106-106-1
(OUT OF PRINT)

36. Ghai, Yash P., Reflection on Law and Economic
Integration in East Africa. 41 pp. 1976. ISBN 91-
7106-105-3 (OUT-OF-PRINT)

37. Carlsson, Jerker, Transnational Companies in
Liberia. The Role of Transnational Companies in the
Economic Development of Liberia. 51 pp. 1977. SEK
45,-. ISBN 91-7106-107-X

38. Green, Reginald H., Toward Socialism and Self
Reliance. Tanzania’s Striving for Sustained
Transition Projected. 57 pp. 1977.ISBN 91-7106-
108-8 (OUT-OF-PRINT)

39. Sjostrom, Rolf & Margareta, Literacy Schools
in a Rural Society. A Study of Yemissrach Dimts
Literacy Campaign in Ethiopia. 130 pp. 1977.

ISBN 91-7106-109-6 (OUT-OF-PRINT)

40. Stahl, Michael, New Seeds in Old Soil. A Study
of the Land Reform Process in Western Wollega,
Ethiopia 1975-76. 90 pp. 1977. SEK 45,-. ISBN 91-
7106-112-6

41. Holmberg, Johan, Grain Marketing and Land
Reform in Ethiopia. An Analysis of the Marketing
and Pricing of Food Grains in 1976 after the Land
Reform. 34 pp. 1977.I1SBN 91-7106-113-4
(OUT-OF-PRINT)

42. Egerd, Bertil, Mozambique and Angola:
Reconstruction in the Social Sciences. 78 pp. 1977.
ISBN 91-7106-118-5 (OUT OF PRINT)

43. Hansen, H. B., Ethnicity and Military Rule in
Uganda. 136 pp. 1977. ISBN 91-7106-118-5 (OUT-
OF-PRINT)

44. Bhagavan, M.R., Zambia: Impact of Industrial
Strategy on Regional Imbalance and Social
Inequality. 76 pp. 1978. ISBN 91-7106-119-3 (OUT
OF PRINT)

45. Aaby, Peter, The State of Guinea-Bissau.
African Socialism or Socialism in Africa? 35 pp.
1978. ISBN 91-7106-133-9 (OUT-OF-PRINT)

46. Abdel-Rahim, Muddathir, Changing Patterns
of Civilian-Military Relations in the Sudan. 32 pp.
1978. ISBN 91-7106-137-1 (OUT-OF-PRINT)

47.Jonsson, Lars, La Révolution Agraire en
Algérie. Historique, contenu et problemes. 84 pp.
1978. ISBN 91-7106-145-2 (OUT-OF-PRINT)

48. Bhagavan, M.R., A Critique of “Appropriate”
Technology for Underdeveloped Countries. 56 pp.
1979. SEK 45,-. ISBN 91-7106-150-9

49. Bhagavan, M.R,, Inter-Relations Between
Technological Choices and Industrial Strategies in
Third World Countries. 79 pp. 1979. SEK 45,-.
ISBN 91-7106-151-7

50. Torp, Jens Erik, Industrial Planning and
Development in Mozambique. Some Preliminary

Considerations. 59 pp. 1979. ISBN 91-7106-153-3
(OUT-OF-PRINT)

51. Brandstrom, Per, Jan Hultin & Jan
Lindstrom, Aspects of Agro-Pastoralism in East
Africa. 60 pp. 1979. ISBN 91-7106-155-X

(OUT OF PRINT)

52. Egerd, Bertil, Colonization and Migration. A
Summary of Border-Crossing Movements in
Tanzania before 1967. 45 pp. 1979. SEK 45,-.
ISBN 91-7106-159-2

53. Simson, Howard, Zimbabwe—A Country
Study. 138 pp. 1979. ISBN 91-7106-160-6
(OUT-OF-PRINT)

54. Beshir, Mohamed Omer, Diversity
Regionalism and National Unity. 50 pp. 1979.
ISBN 91-7106-166-5 (OUT-OF-PRINT)

55. Eriksen, Tore Linné, Modern African History:
Some Historiographical Observations. 27 pp. 1979.
ISBN 91-7106-167-3 (OUT OF PRINT)

56. Melander, Goran, Refugees in Somalia. 48 pp.
1980. SEK 45,-. ISBN 91-7106-169-X

57. Bhagavan, M.R., Angola: Prospects for Socialist
Industrialisation. 48 pp. 1980.
ISBN 91-7106-175-4 (OUT OF PRINT)

58. Green, Reginald H., From Siidwestafrika to
Namibia. The Political Economy of Transition.
45 pp. 1981. SEK 45,-. ISBN 91-7106-188-6

59. Isaksen, Jan, Macro-Economic Management and
Bureaucracy: The Case of Botswana. 53 pp. 1981,
SEK 45,-. ISBN 91-7106-192-4

60. Odén, Bertil, The Macroeconomic Position of
Botswana. 84 pp. 1981. SEK 45,-.
ISBN 91-7106-193-2

61. Westerlund, David, From Socialism to Islam?
Notes on Islam as a Political Factor in Contemporary
Africa. 62 pp. 1982. SEK 45,-.

ISBN 91-7106-203-3

62. Tostensen, Arne, Dependence and Collective
Self-Reliance in Southern Africa. The Case of the
Southern African Development Coordination
Conference (SADCC). 170 pp. 1982.

ISBN 91-7106-207-6 (OUT-OF-PRINT)

63. Rudebeck, Lars, Problemes de pouvoir pop
ulaire et de développement. Transition difficile en
Guinée-Bissau. 73 pp. 1982. ISBN 91-7106-208-4
(OUT-OF-PRINT)

64. Nobel, Peter, Refugee Law in the Sudan. With
The Refugee Conventions and The Regulation of
Asylum Act of 1974. 56 pp. 1982. SEK 45,-.
ISBN 91-7106-209-2

65. Sano, H-O, The Political Economy of Food in
Nigeria 1960-1982. A Discussion on Peasants,
State, and World Economy. 108 pp. 1983.

ISBN 91-7106-210-6 (OUT-OF-PRINT)

66. Kjeerby, Finn, Problems and Contradictions in
the Development of Ox-Cultivation in Tanzania. 164
pp. 1983. SEK 60,-. ISBN 91-7106-211-4

67. Kibreab, Gaim, Reflections on the African
Refugee Problem: A Critical Analysis of Some Basic
Assumptions. 154 pp. 1983. ISBN 91-7106-212-2
(OUT-OF-PRINT)



68. Haarlov, Jens, Labour Regulation and Black
Workers’” Struggles in South Africa. 80 pp. 1983.
SEK 20,-. ISBN 91-7106-213-0

69. Matshazi, Meshack Jongilanga & Christina
Tillfors, A Survey of Workers’ Education Activities
in Zimbabwe, 1980-1981. 85 pp. 1983. SEK 45,-.
ISBN 91-7106-217-3

70. Hedlund, Hans & Mats Lundahl, Migration
and Social Change in Rural Zambia. 107 pp. 1983.
SEK 50,-. ISBN 91-7106-220-3

71. Gasarasi, Charles P., The Tripartite Approach
to the Resettlement and Integration of Rural
Refugees in Tanzania. 76 pp. 1984. SEK 45,-.
ISBN 91-7106-222-X

72. Kameir, El-Wathig & I. Kursany, Corruption
as a “Fifth” Factor of Production in the Sudan.
33 pp. 1985. SEK 45,-. ISBN 91-7106-223-8

73. Davies, Robert, South African Strategy
Towards Mozambique in the Post-Nkomati Period. A
Critical Analysis of Effects and Implications. 71 pp.
1985. SEK 45,-. ISBN 91-7106-238-6

74. Bhagavan, M.R. The Energy Sector in SADCC
Countries. Policies, Priorities and Options in the
Context of the African Crisis. 41 pp. 1985.

SEK 45,-. ISBN 91-7106-240-8

75. Bhagavan, M.R. Angola’s Political Economy
1975-1985. 89 pp. 1986. SEK 45,-.
ISBN 91-7106-248-3

76. Ostberg, Wilhelm, The Kondoa Transformation.
Coming to Ggrips with Soil Erosion in Central
Tanzania. 99 pp. 1986. ISBN 91-7106-251-3

(OUT OF PRINT)

77. Fadahunsi, Akin, The Development Process and
Technology. A Case for a Resources Based
Development Strategy in Nigeria. 41 pp. 1986. SEK
45,-. ISBN 91-7106-265-3

78. Suliman, Hassan Sayed, The Nationalist Move
ments in the Maghrib. A Comparative Approach. 87
pp. 1987. SEK 45,-.

ISBN 91-7106-266-1

79. Saasa, Oliver S., Zambia’s Policies towards
Foreign Investment. The Case of the Mining and
Non-Mining Sectors. 65 pp. 1987. SEK 45,-.
ISBN 91-7106-271-8

80. Andrae, Gunilla & Bjérn Beckman, Industry
Goes Farming. The Nigerian Raw Material Crisis
and the Case of Textiles and Cotton. 68 pp. 1987.
SEK 50,-. ISBN 91-7106-273-4

81. Lopes, Carlos & Lars Rudebeck, The Socialist
Ideal in Africa. A Debate. 27 pp. 1988. SEK 45,-.
ISBN 91-7106-280-7

82. Hermele, Kenneth, Land Struggles and Social
Differentiation in Southern Mozambique. A Case
Study of Chokwe, Limpopo 1950-1987. 64 pp. 1988.
SEK 50,- ISBN 91-7106-282-3

83. Smith, Charles David, Did Colonialism
Capture the Peasantry? A Case Study of the Kagera
District, Tanza nia. 34 pp. 1989. SEK 45,-.

ISBN 91-7106-289-0

84. Hedlund, S. & M. Lundahl, Ideology as a Deter
minant of Economic Systems: Nyerere and Ujamaa

in Tanzania. 54 pp. 1989. SEK 50,-.
ISBN 91-7106-291-2

85. Lindskog, Per & Jan Lundqvist, Why Poor
Children Stay Sick. The Human Ecology of Child
Health and Welfare in Rural Malawi. 111 pp. 1989.
SEK 60,-. ISBN 91-7106-284-X

86. Holmén, Hans, State, Cooperatives and Develop
ment in Africa. 87 pp. 1990. SEK 60,-. ISBN 91-
7106-300-5

87. Zetterqvist, Jenny, Refugees in Botswana in the
Light of International Law. 83 pp. 1990. SEK 60,-.
ISBN 91-7106-304-8

88. Rwelamira, Medard, Refugees in a Chess
Game: Reflections on Botswana, Lesotho and
Swaziland Refugee Policies. 63 pp. 1990. SEK 60),-.
ISBN 91-7106-306-4

89. Gefu, Jerome O., Pastoralist Perspectives in
Nigeria. The Fulbe of Udubo Grazing Reserve.
106 pp. 1992. SEK 60,-. ISBN 91-7106-324-2

90. Heino, Timo-Erki, Politics on Paper. Finland’s
South Africa Policy 1945-1991. 121 pp. 1992.
SEK 60,-. ISBN 91-7106-326-9

91. Eriksson, Gun, Peasant Response to Price
Incentives in Tanzania. A Theoretical and Empirical
Investigation. 84 pp. 1993. SEK 60,- .

ISBN 91-7106-334-X

92. Chachage, C.S.L., Magnus Ericsson & Peter
Gibbon, Mining and Structural Adjustment.
Studies on Zimbabwe and Tanzania. 107 pp. 1993.
SEK 60,-. ISBN 91-7106-340-4

93. Neocosmos, Michael, The Agrarian Question
in Southern Africa and ” Accumulation from Below”.
Economics and Politics in the Struggle for
Democracy. 79 pp. 1993. SEK 60,-.

ISBN 91-7106-342-0

94. Vaa, Mariken, Towards More Appropriate
Technologies? Experiences from the Water and
Sanitation Sector. 91 pp. 1993. SEK 60,-.
ISBN 91-7106-343-9

95. Kanyinga, Karuti, Andrew Kiondo & Per
Tidemand, The New Local Level Politics in East
Africa. Studies on Uganda, Tanzania and Kenya.
119 pp. 1994. SEK 60,-. ISBN 91-7106-348-X

96. Odén, Bertil, H. Melber, T. Sellstrom & C.
Tapscott. Namibia and External Resources. The
Case of Swedish Development Assistance. 122 pp.
1994. SEK 60,-. ISBN 91-7106-351-X

97. Moritz, Lena, Trade and Industrial Policies in
the New South Africa. 61 pp. 1994. SEK 60,-.
ISBN 91-7106-355-2

98. Osaghae, Eghosa E., Structural Adjustment
and Ethnicity in Nigeria. 66 pp. 1995. SEK 60,-.
ISBN 91-7106-373-0

99. Soiri, Iina, The Radical Motherhood. Namibian
Women's Independence Struggle. 115 pp. 1996.
SEK 60,-. ISBN 91-7106-380-3.

100. Rwebangira, Magdalena K., The Legal Status
of Women and Poverty in Tanzania. 58 pp. 1996.
SEK 60,-. ISBN 91-7106-391-9

101. Bijlmakers, Leon A., Mary T. Bassett &
David M. Sanders, Health and Structural



Adjustment in Rural and Urban Zimbabwe. 78 pp.
1996. SEK 60,-. ISBN 91-7106-393-5

102. Gibbon, Peter & Adebayo O. Olukoshi,
Structural Adjustment and Socio-Economic Change
in Sub-Saharan Africa. Some Conceptual,
Methodological and Research Issues. 101 pp.

1996. SEK 80,-. ISBN 91-7106-397-8

103. Egwu, Samuel G., Structural Adjustment,
Agrarian Change and Rural Ethnicity in Nigeria.
124 pp. 1998. SEK 80,-. ISBN 91-7106-426-5

104. Olukoshi, Adebayo O., The Elusive Prince of
Denmark. Structural Adjustment and the Crisis of
Governance in Africa. 59 pp. 1998. SEK 80,-.
ISBN 91-7106-428-1

105. Bijlmakers, Leon A., Mary T. Bassett &
David M. Sanders, Socioeconomic Stress, Health
and Child Nutritional Status in Zimbabwe at a Time
of Economic Structural Adjustment. A Three Year
Longitudinal Study. 127 pp. 1998. SEK 80,-. ISBN
91-7106-434-6

106. Mupedziswa, Rodrick and Perpetua
Gumbo, Structural Adjustment and Women
Informal Sector Traders in Harare, Zimbabwe.
123 pp. 1998. SEK 80,-. ISBN 917106-435-4

107. Chiwele, D K., P. Muyatwa-Sipula and H.
Kalinda, Private Sector Response to Agricultural
Marketing Liberalisation in Zambia. A Case Study of
Eastern Provice Maize Markets. 90 pp. SEK 80,-.
ISBN 91-7106-436-2

108. Amanor, K.S., Global Restructuring and Land
Rights in Ghana. Forest Food Chains, Timber and
Rural Livelihoods. 154 pp. 1999. SEK 80,-. ISBN
91-7106-437-0

109. Ongile, G.A., Gender and Agricultural

Supply Responses to Structural Adjustment
Programmes. A Case Study of Smallholder Tea
Producers in Kericho, Kenya. 91 pp. 1999. SEK 80,-.
ISBN 91-7106-440-0

110. Sachikonye, Lloyd M., Restructuring or
De-Industrializing? Zimbabwe’s Textile and Metal
Industries under Structural Adjustment. 107 pp.
1999. SEK 100,-. ISBN 91-7106-444-3

111. Gaidzanwa, Rudo, Voting with their Feet.
Migrant Zimbabwean Nurses and Doctors in the
Era of Structural Adjustment. 84 pp. 1999. SEK
100,-. ISBN 91-7106-445-1

112. Andersson, Per-Ake, Arne Bigsten and
Hakan Persson, Foreign Aid, Debt and Growth in
Zambia. 133 pp. 2000. SEK 100,-. ISBN
91-7106-462-1

113. Hashim, Yahaya and Kate Meagher, Cross-
Border Trade and the Parallel Currency Market—
Trade and Finance in the Context of Structural
Adjustment. A Case Study from Kano, Nigeria.
118 pp. 1999. SEK 100,-. ISBN 91-7106-449-4
114. Schlyter, Ann, Recycled Inequalitites. Youth

and gender in George compound, Zambia, 135 pp.
1999. SEK 100,-. ISBN 91-7106-455-9





