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PoLicYy OPTIONS AND RECOMMENDATION:

Policy Option #1: Mining Sector Reform

Enhance relationship with Auditor General and mining industry to improve
production reporting by mining companies and minimize lost revenues

End the current legal and financial friction by consolidating agreeable contracts
to signal political will and foster a stable economic environment to attract FDI
(China, Switzerland, Canada)

Policy Option #2: Establish an Independent Qversight and
Accountability Office.

In conjunction with International Organisation of Supreme Audit Institutions
(INTOSAI) perform a financial and performance audit of the Zambian Civil
Service to improve efficiency and effectiveness in policy formulation and
implementation

Policy Option #3 and Recommendation: Agricultural Infrastructure

Expand relationship with International Fund for Agricultural
Development (FAD) to improve irrigation and include drought resistant
plants to diversify the agricultural economy
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END USER

o The Government of Zambia:

» Ministry of Finance — Felix Mutati

» Ministry of Agriculture — Dora Siliya

* Ministry of Mines and Mineral Development — Christopher Yaluma

o The Office of the Auditor General - Edward Ouko
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KEY STAKEHOLDERS:

China — main investor, copper importer, major source of loans (debt) and
infrastructure projects

United States — largest aid donor, $300M per year
IMF — involved in possible debt relief

Aid Community - UK et al have frozen aid pending corruption
Iinvestigation

Regional Partners — source of trade, border security and sea access
Mining Companies — operate Zambia’s economic backbone

The Government/Ministry

The People — most impacted by Zambia’s elements of fragility

The Opposition — conduit for popular unrest, Pres. Lungu has attempted
to stifle their voice

Tribal Chiefs — source of local power and land distribution
CSOs — engaged 1n fragility issues at micro-level

UN NGOs — engaged in fragility issues at the macro-level
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ALC ANALYSIS

Authority (High)
Executive has few checks and balances so 1s capable of
pushing and enacting binding legislation
Military - well resourced, respected, capable
Police - under-resourced, openly challenged, distrusted

Provision of Goods and services weak

Legitimacy (Moderate)

Generally, democratic processes are followed; protests are
common at elections

Incumbent has circumvented legislative and legal authority

Capacity (Weak)
~T70% of population lives in poverty

Do not have the resources or infrastructure to provide
public services



METHODOLOGY:

~ Data Collection:

» Carleton University Country for Foreign Policy Indicators (CIFP); 75 Indicators
(Governance, Economics, Security and Crime, Human Development, Demography,
Environment)

» Tracking - 2000-2018

» Analysis:
» Trends Analysis (with weight on events and time from 2013-2018)

+ Evaluation:
o Intensity: High, Medium, Low
o Trend: Deteriorating, Stable, Improving (Volatile)
o Trend : Increasing, Stable, Decreasing (Volatile)

» Framework:
» Authority, Legitimacy, Capacity (ALC) —CIFP

» Assessment:
» Scenarios
» Policy Options and Recommendations




INDICATORS AND TIMEFRAME:

Indicator Name

Economic Growth -
Fercentage of GDP

Indicator
Description

GDP Growth

Economic Size -
Fielative - GOP pe

GDP per capita
[constant 2005 LIS §]

Economic Size - Total

GOP [constant 2005

-GOFP us$)
External Debt — Presert value of debt
Percentage of GhI (% of GMI)

FDI - Percentage of

Foreign direct
Inwvestrnent, net
inflows (3£ of GDP)

9.418112

Foreign Aid - Met ODA received [
Percentage of Central of central
Giovernrnent aoVErnrnent
Foreign Aid - Total Met OO0 received
per capita per capita [current
IrFlation Inflation, consurmer

prices [annual #3)

Informal Econormy —
Bilack harket

Inde of Economic
Freedorn

Informal Economy —
Ratio of FPF to GDF

FPF [current
international $)f GOP
[current LS )

Infrastructure -
Feeliability of
Electricity Supply

Electric power

transmission and

distribution losses
(3% of output)

Infrastructure -
Telephone Mainlines

Telephone mainlines
[per 100 people]

Irtermet Usage per
capita

Interret usars (3 of
pooulation]

Paying Taxes

Paying taxes rark

Fegulatary Cuality

Regulatory quality,
point estimate

Remittances Received
- percentage of GOP

Personal
remittances, received
(3% of GDP]

Feserve Holdings -
Total

Total reserves
(includes gald.
current US 3]

Z45E+08 183E+08 G.35E+08 Z48E+08 3.37E+D 03E+03

Trade Balance —
Percentags of GOP

Current Account
Balance (3 of GDP)

Trade Openness —
Fercentage of GDFP

Trade [ of GDF)

Unermplayrnent -
Total

Unernployrment, tatal
(54 of total labour
force]

“wornen in the Labour
Force

Labour force, fernale
(54 of tatal labour
Foroce]

5.240508 4.53278

1IE+03

4754165 47 43063 47.44339 4741322 47338050 4737102 4738048 4739134 474081 4742634 4744858 4AT.4F035 4745741

189E+09 2.09E+03 2.32E+03

47.55961 4770148 4777764 47.80405

EVALUATION

Constant
investment; need to
improve]

Stable: Aid makes
up guite alarge
proportion pc

Deteriorating;
getling poorer
relative b

High Lossss: eq.,
rolling black outs

Increasing but low
Weak; Stable

Stable

Stable

Trend
Deteriorating Decreasing
Improving Increasing
Stable Stable
Volatile vV




PRIMARY DRIVERS:

Governance

Disproportionate and growing executive authority
Weak rule of law, political rights and civil liberties

Acute political polarization

Level of
Freedomof | o coo o | Levelof | Levelof | oo | % of Fem.
the Press corrupt. Dem. POS Parl.

Corruption I -

Unsustainable borrowing pem of | Reuges | e O s Pl e ko

Reg.Type Hosted Lib. Rights Dec-Making

Economics

Undiversified; reliance on copper exports, maize
production, and foreign aid

Highly vulnerable to exogenous shocks
Risk of debt distress




SECONDARY DRIVERS

Environment

High susceptibility to disasters: Drought and
Flood

Drought has especially damaging consequences
for the economy and human development

Climate change patterns poised to exacerbate
environmental triggers

Demography and Human Development
Fast growing population, youth bulge
Extreme tribal and linguistic diversity

High rates of HIV infection and risk to water-
borne diseases

High poverty, child poverty and extreme food
security i1ssues

Arable/Fert.
Land Avail.

= -

Env. Perfom. | % ange Emis. Per
Area i

Life Expec. | Life Expec. | Mig. Est. Net

Fem. Total
Slum Pop. Urban Youth Bulge| Pop. Div. Pop. Div.
Pro. of Pop. | Growth Rate Ethn. Relig.

Access to Access to Educ. Pri. Educ. Pri. Educ. Pri.
Water Sanit. Comp. Fem. | Comp. Tot. Enrol. Tot.

Educ. Pri Food Sec. | Gender Ineq Health HIV/AIDS %
Enrol. Ratio Infrastruc. | of Adult Fem.
HIV/AIDS Hum. Dev. Infant Mort. Lit. Tot. Lit. Fem.
Prop. Adult Index




STABILIZING DRIVER:

o Security and Crime:

Limited history of violence

» Security situation appears very stable

Zambia has a large, capable and well- ot Do ERE [, ighs AU Righs | W E5p.%
intensity Mil. Supp. Emp. Phys. Int. GDP
funded army

Pol. Stab. Refs. Prod. | Risk of Eth. | Terror. # of Terror. #
Rebel. Fatal Incid.

Protests and rioting is sporadic and mostly
around elections
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FUTURE SCENARIOS ANALYSIS:
Most Likely

» Low rainfall, low yield harvests, less food security

» Government’s corruption and authoritarian streak continue amid
ballooning debt, lack of responsiveness to shocks and weakened
public perception.

Best

» Increased economic output and growth

+ Government effectively addresses capacity shortcomings and
1mproves legitimacy

Worst

» Drought, less food security, a power crisis and economic decline

» Poor government performance, corruption, increased borrowing
and weakened capacity

Wildcard

« Hidden debt discovered, financial crisis, austerity, weakened
capacity, legitimacy




FORECAST:

o 6 months:
» Business as Usual

o 5 Years:
» Fragility will continue to increase; should a
humanitarian or environmental crisis occur Zambia

will not have the capacity to cope triggering an
external economic or developmental intervention
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POLICY RECOMMENDATION:

o RECOMMENDATION:

Agricultural Infrastructure and Crop diversification




