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Zambia- Land of Problems 
by Dr Hans Cohn, Port Elizabeth 

W hen  Zambia,  former ly  known  as N o r t h e r n  
Rhodesia,  became  an  i ndependen t  s ta te  in 1964, 

Pres ident  Kenne th  Kaunda  was a firm be l i eve r  in 

p r iva t e  en te rp r i se  a n d  foreign inves tment .  Aiming  at  

the  b i r th  of a new non- rac ia l  society,  he  gave  the  

p r iva te  sec tor  of the  coun t ry ' s  e conom y  a re la t ive ly  

free h a n d  and  a t  the  same  t ime used  the  g o v e r n m e n t  

r evenue  from economic  g rowth  to b r oaden  the  base  of 

e conomy  thus g iv ing  more  people  a chance  to par-  

t ic ipate  in it. 

Four  years  later,  in Apri l  1968, the  same Pres ident  
Kaunda  de l ive red  his famous Mulungush i  speech an- 
nounc ing  the  Z a m b i a n  g o v e r n m e n t ' s  e n t r y  into big 
bus iness  and  ce r ta in  moves  aga ins t  the  so-cal led "ex- 
pa t r i a t e s ' ,  t ha t  means  aga ins t  pe rsons  mak ing  ex- 
t r eme ly  good l iv ings  in Zambia  wi thou t  acqui r ing  
Zambian  c i t izenship  or ident i fy ing  themse lves  wi th  
the  coun t ry  in any  way.  At  the  same t ime  res t r ic t ions  
were  a n n o u n c e d  aga ins t  expor ts  of profi ts  of foreign-  
cont ro l led  companies ,  and  Z a m b i a n  banke r s  asked  to 
lend  more  m o n e y  to Z am bi an  en t rep reneurs ,  whi le  
appl ica t ions  for loans  to non-c i t izens  will  be  in future  
re fe r red  to the  Zambian  Exchange Cont ro l  au thor i t i es  
for approva l  or re ject ion.  In a few words,  Kenne th  
Kaunda,  the  favour i te  wi th  the  West ,  has  tu rned  into 
se l f -s ty led  " h u m a n i t a r i a n  socia l is t  ~. 

New Socialist Attitude 

W h a t  has  caused  this  fundamen ta l  change of ideas? 
H~s Pres ident  Kaunda  fal len a vict im of communis t  
p r o p a g a n d a  or has he real ised tha t  a home-g rown  
socia l i sm woul~l be  more  a d e q u a t e  to the  s t r u c t u r e  of 
Zambian  economy,  t han  free en te rpr i se?  It is more  
t han  this. W i t h  the  dec l a r a t i on  of "UDI" in the  neigh-  
bour ing  Rhodesia  a n d  the  ex tens ion  of the  f ront ier  of 
wh i t e  sup remacy  from the  Limpopo nor th  to the  
Zambesi ,  Zambi.a's poli t ical  and  economic  pos i t ion  has  
changed a l together .  It has  become  the  borde r - s t a t e  of 
w h a t  is cons idered  the  a rch-enemy of black Africa,  
the  South Afr ican-Rhodes ian  block, and  the  Zambes i  
r ive r  r esembles  in more  than one respec t  the  Suez- 
Canal .  

Pres ident  Kaunda ' s  new a t t i tude  is mo t iva t ed  b y  a 
deep  d i sappo in tmen t  and  dis i l lus ionment .  He ~s dis-  
a p p o i n t e d  wi th  the  W e s t  for not  us ing  force but  
sanc t ions  aga ins t  Rhodesia;  he  doub t s  the  s incer i ty  

of Bri ta in ' s  i n t en t ions  and  repea ted  cl'aims; h e  is 
pe r tu rbed  at  the  w a y  Z a m b i a n  economy wen t  in sp i te  
of his  efforts, Besides this  he  faces the  t r emendous  
task  to deve lop  the  coun t ry  r ap id ly  a n d  a t  the  same 
t ime to b r e a k  a w a y  from all  the  t r ad i t iona l  sou thern-  
o r i en ta t ed  economic  ties tha t  wou~d h a v e  normal ly  
g u a r a n t e e d  a smooth  runn ing  of economy.  These  two 
r equ i r emen t s  a r e  v e r y  often d i ame t r i ca l ly  opposed to 
each o ther  and  made  Zambia  a land  of more  and 
g rea te r  problems,  than  any  o ther  Af r ican  ter r i tory .  

Reasons for the New Policy 

Con, di t ions lead ing  to the  Pres iden t ' s  new social is t  
a t t i tude  were  r a t h e r  disquiet ing.  Ex t r ao rd ina ry  gov-  
e r n m e n t  spend ing  had  def in i te ly  c rea ted  a boom 

in the  p r iva t e  sec tor  of economy,  but  the  benef ic iar ies  
of this  boom were  not  the  black Zambians  who  in fact  
h a v e  made  v e r y  l i t t le  h e a d w a y  in business ,  bu t  the  
"expa t r ia tes"  and  foreign companies .  No wonder ,  t ha t  
these  people  a r e  sub jec t  to r e s e n t m e n t  and  ha t red  by  
m a n y  black Zambians  and  tha t  charges  of "exploi ta-  
t ion" and  "prof i teer ing"  are  a n y t h i n g  but  unusual .  
Fu r the rmore  p roduc t ive  capac i ty  was  lagging beh ind  
the  cons iderab le  r ise  in expend i t u r e  caused  b y  an 
e x t r a o r d i n a r y  h igh  copper  revenue .  This in  tu rn  had  
b rough t  abou t  inf la t ionary  t endenc ies  a g g r a v a t e d  by  
shor tages  of consumer  goods resu l t ing  from d i s rup t ion  
of supply  routes  and  changes  of sources  fol lowing 
"UDI ' .  One  of the  mos t  g ro tesque  resul t s  of this  
s i tua t ion  was  the  fact, tha t  the  "arch-enemy" South 
Afr ica  could inc rease  its expor t s  to Zambia  in 1967 
to a record  level .  Zambia  b o u g h t  R 72.2 mn  wor th  of 
goods from South Africa,  R 13.8 mn  more  t han  in the  
record  yea r  1966, at  the  expense  of Rhodesia,  expor ts  
of which to Zambia  d ropped  by  55 per  cent.  I t  is easy  
to speak  abou t  economic  boycot ts ,  but  v e r y  difficult  
to act  accordingly .  

To comple te  this  g loomy picture,  un i ty  in  Pres iden t  
Kaunda ' s  ru l ing  p a r t y  is not  a n y m o r e  as  s trong,  as  it 
used to be. There  is a dr i f t  towards  t r iba l ism which 
w e a k e n s  the  power  of the  government .  Besides this, 
the  Vice-Pres iden t  Simon Kapwepwe  is we l l -known  
to d i sagree  wi th  Pres iden t  K a u n d a  in m a n y  a respect  
and  was  a l r e a d y  accused  b y  lead ing  South Af r i can  
newspape r s  of be ing  "pro-Peking"  and  a "Pan Af r i can  
Ex t remis t ' .  He has  re fu ted  t he se  accusa t ions  officially, 
bu t  it c anno t  be  denied ,  tha t  red  China ' s  inf luence in 
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Zambia is growing steadily.  Thus President Kaunda 
was actual ly  compelled to give up his laissez falre 
laissez passer  pol icy and to resort  to s t ronger  means 
of ruling the country.  

The Economic Reform Programme 

Meanwhi le  the details of the economic reform pro- 
gramme announced at Mulungushi  have  been accom- 
pl ished without  any difficulty. Twenty-four  medium- 
sized firms in brewing, transport, building supply and 
consumer goods were  taken over  by the State, and 
sett lements carried out speedily and generously.  In 
fact, shareholders  were  paid out on book value,  a 
rather liberal interpretat ion in v iew of the fact that 
some of the firms were  considerably undercapitalised. 
A further pleasant  surprise for the expatr iates  con- 
cerned was the generous  del ineat ion of the new 
limited areas in which non-Zambians are al lowed to 
pursue general  trading. Al though some small t raders 
in rural areas will  lose their  l icences at the end of 
1968, a monopoly  for State steres will  exis t  only  in 
the South, the East and parts of the Central  Province. 
A mass-exodus ef  dispossessed general  dealers  is 
therefore unlikely, the more, as most of the persons 
concerned are  expected to turn to other  trades, 
especial ly  to the wholesa le  trade. 

Deepest  concern was expressed immediate ly  after an- 
nouncement  of the new measures  about the possible 
effects of the move  against  exports  of profits of for- 
e ign-control led companies.  Mr Harry  F. Oppenheimer,  
president  of the Anglo-American  Corporation of South 
Afr ica  Limited, said on the Corporat ion 's  annual  meet-  
ing that under these circumstances the Corporat ion 's  
Zambia pol icy would  have  to be revised and similar 
s tatements  were  made by other  capitalists concerned. 
Yet there  won ' t  be any serious effects on those fields, 
where  pr ivate  capital co-operates with the Industrial  
Deve lopment  Corporat ion and outside this Corpora-  
tion v e r y  l i t t le new foreign capital has come to Zam- 
bia since independence.  It therefore can hardly  be 
assumed that the inflow of investment  capital will 
dry  up. 

Most  seriously affected by the Mulungnshi  regulations 
are howeve r  the banks and other  financial institutions, 
which ,are urged to advance more money  to Zambians 
and restr icted in their transactions with expatriates.  
Zambian bankers  have  alrea~ly protes ted  against  the 
insinuation that overdrafts  were  granted exclus ively  
to expatriates,  while  similar requests  of Zambian 
citizens were  refused. If expatr ia tes  were  t reated with 
preference,  this was just  a simple mat ter  of securi ty 
af ter  s tudying the prospects  of the enterprise in 
question. Yet it is considered a possibil i ty that the 
Government  may  force the bankers into grant ing un- 
secured uneconomic loans. This ie howeve r  a later 
worry,  as most firms have  overdraft  l imits for the 
current  year.  

The Copper Mining Industry 

Yet, al though the initial depression after  announce-  
ment  of the economic reform programme has been 

almost fully dissipated, there are  g rave  problems 
looming and the future appears anything but bright. 
Focal point  of these problems is the copper  mining 
industry, the only  expor t  industry the country  pos- 
sesses. For the near  future prospects  for Zambian 
copper are  looking bet ter  than in the past. After  five 
months of a 20 per  cent  cutback in shipments the 
industry has resumed full production,  coal supplies 
are reaching the Copperbel t  and severe  shortages of 
liquid fuel a re  not  expected,  as the recent ly  completed 
products pipel ine from D a r e s  Salaam will  come on 
stream before the end of the year.  In addit ion to this 
a new and more adequate  royal ty  formula is being 
worked out and new developments  may  increase the 
output of Zambian copper by 150,000 tons a year.  
Final ly the dependence  of the country on the Kariba 
hydro-electr ic  scheme for its power  requirements  will  
be finished in the foreseeable  future, as the Zambian 
government  has awarded the main contract  for the 
new K~fue hydro-electr ic  scheme to the Yugoslav 
contractors  "Energopro jec t ' .  This biggest  industrial  
project  ever  carried out in Zambia will  secure the 
country 's  power  requirements  and ave r t  a possible 
power  shortage in case of an open conflict with 
Rhodesia. 

It is now the question, what kind of serious problems 

can arise under favotmable conditions like these. 

There is in the first place the revived interest of the 

government in the marketing question. So far even 

Zambia's high-cost producers could still return a profit, 

but it must be considered doubtful, if this rentability 

will enditre a government interference with the selling 

price. Furthermore there is the labour question. The 

contracts of 5,500 expatr~tes come up for renewal in 

~he beginning of 1969 and so far there has been no 

sign of an agreement on new terms. If there will be 

recommendations on a non-discriminatory base, as is 

to be expected after the Mulungushi reforms, these at- 

tempts will meet with enormous difficulties. One of 

these difficulties is the necessity of making the new 
contracts for expatriates as attractive as possible in 

view of future recruiting of expatriate labo~rers. 

Mr Harry Oppenheimer was absolutely right by point- 

ing out that Zambia would need less capital than 

skilled labourers, and therefore couldn't afford to dis- 

courage foreign investors. Finally the 45,000 members 

of the Zambia Mineworkers' Union are expected to 

come out with new wage-demands, a prospect which 

may increase the already strong inflationary trends 

and in addition cause an increased nervousness con- 

cerning the copper price. 

Building up a New Society 

But Zembia's  problems are  not  confined to economic 
deve lopments  only, al though these developments  are  

of greates t  importance,  - -  they  are  also problems con- 

nected with building up a new society. Aspirants  for 

public office in Zambia may  in future have  to be  

screened by a special  panel  to test their  belief in 
President  Kenneth Kaunda 's  "socialist  phi losophy of 
humanism' .  There are  also plans for country-wide  
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political weekend schools thus enabling the govern- 
ment to convey its intentions to every villege in the 
country. Posts ranging from Cabinet Ministers to 
heads of statutory government bodies would be sub- 
ject to screening to ensure that "only those who 
understand and are prepared to follow the principles 
of humanism occupy positions of influence in our 
society ' .  

It goes without saying that President Kaunda's new 
policy is moving in the direction of totalitarism and 
it remains to be seen, if his newly built Zambia will 
be able to solve its social and economic problems. 
Being the border-country of "white" Southern Africa 
it has---of course--also its political problems to con- 
tend with, although these problems are strongly ex- 
aggerated. Although Zambia has become the main 
base for guerilla operations against Rhodesia, it is 
not in the interest of Rhodesia and South Africa to 
strike into Zambian territory. This would undoubtedly 
provoke an international outcry and the situation in 
Southern Africa would deteriorate considerably. In 
fact, South African spokesmen like the Minister of 

Defence, Mr Both~, have been warning Zambia that 
its long-term interest lay in being on friendly terms 
with South Africa. Yet, as General R. C. Hiemstra, 
Commandant-General of the South African Defence 
Force, recently pointed out, there is definitely a great 
danger that the present terrorist attacks in Rhodesia 
could gradually become a full-scale conventional war. 
A development like this took place already in Vietnam 
and a repetition in Rhodesia would be absolutely 
possible. 

Zambia is scheduled to have a general elect/on be- 
fore January 1969 - -  the first since the country be- 
came independent in 1964. These elections will be of 
decisive importance for the future. They will show, if 
President Kaunda's reforms really enjoy the high 
degree of popularity he expects them to enjoy, and if 
the "one-party state" will be a permanent institution. 
Careful observers of the situation expect an over- 
whelming victory for President Kaunda who is de- 
finitely still the most popular personality in Zambia, 
and at the same time the right man to deal with the 
country's various problems. 

Competition 

Performance of Japanese Economy 
by Professor Tsutomu Nakamura, Nagoya 

T he development of the postwar Japanese econ- 
omy was remarkable, especially since 1955 when 

the postwar reconstruction had been completed. We 
can point out three factors which played a partic- 
ular and important role for this development--bank- 
ing, dual economy and oligopolistic competition. 
It seems as if the influence of these factors is di- 
minishing and the Japanese economy is facing a 
turning point of its economic development. 

Bank= and Big Buslnen 

It is characteristic of the postwar Japanese economy 
that banks have played the key role for its recon- 
struction and development. First, they were relative- 
ly protected during the postwar period. Moreover, 
since Japan had lost almost all its accumulated 
capital during the war, money was the indispensable 
element for the economic recovery. The private 
banking system was able to finance industry in the 
form of long term funds as well as working capital. 
Furthermore, the Bank of Japan lent money only to 
commercial banks, the dominant financial institutions. 

Most credits of commercial banks went to large 
firms, especially to the particular firms to which 
the hanks were closely tied. The loans to companies 
whose stock capital was more than 10ran yen ac- 

counted for 70 per cent of all bank loans. As an 
indispensable consequence, intimate relationships be- 
tween big banks and big firms developed under the 
leadership of the former. It was through this course 
that the old zaibatsu, the big family concerns, first 
recovered as they had their own banks which had 
not been dissolved by the Allied Powers. New in- 
dustrial combines, too, appeared under the influence 
of other banks which had not attempted to build in- 
dustrial combines before the war. 

Tabelle 1 
Differences of Wage Rates by Size of Enterprises 

(in per cent, 1,000 employees and more -- tO0) 

Number of employees [ t95S ] 1964 

l - -  29 43.0 59.3 
30-- 99 50.5 65.7 

t 00~299 61.4 71.5 
300--g~g 76.5 81.5 

1,000 end over lO0 I00 

Total 62.1 73.9 
Real wage rates of 1,000 
and over $ 769 $ !,425 

Source: MiTt, Statistics of manufacturing industries (kogyo Tokei 
Hyo). 

It was also characteristic of the Japanese economy 

that it had two sectors, a modern and a traditional 
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