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SUMMARY

This Policy Brief (PB) sets out the linkages that exist within the mining and 
other sectors in Zambia and provides recommendations on how they might be 
strengthened. It argues that the development of these linkages can enhance 
production, growth, job creation and poverty reduction. The PB illustrates these 
linkages by conducting a cross sectional analysis of other countries’ deliberate 
initiatives and policies to utilize the mining sector to strengthen and support 
other industries. As a basis of best practice, Zambia’s State Owned Enterprise 
(SOE), Nitrogen Chemical of Zambia (NCZ) is used as an example to demon-
strate how linkages can reinforce and have a positive domino effect on other 
economic sectors. 

The PB suggests that Government should encourage the mining sector to 
increase the local content in the supply chains of their goods and services. The 
paper concludes by proposing actions that Government should take to strength-
en these linkages between the sectors to diversify and sustain long-term 
economic growth and development. 

KEY MESSAGE

§	 The $3 billion a year mining sector in Zambia has the potential to 
support growth and expansion of sectors, such as manufacturing 
and agriculture, towards industrial development and job creation.

§	 Government has the opportunity to add value to the mining 
production chain, by identifying and creating linkages with other 
economic sectors. 

§	 Creating linkages within the mining value chain will diversify 
and sustain strong levels of economic growth, create jobs and 
reduce poverty.

§	 An example of a state-owned enterprise is presented to 
demonstrate how sector linkages can be strategically created to 
strengthen and promote industrial growth.
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BACKGROUND

Zambia holds the largest known reserves 
of copper in Africa, accounting for 6% of 
the world’s copper1. Copper production in 
the 1970s was around 700,000 tonnes, but 
fell to just 255,000 tonnes in 1998 partly 
owing to nationalization of the mines. 
Copper production has however rebound-
ed to reach highs of over 800,000 tonnes 
in 2012 with projections to reach 1,500,000 
tonnes by 2016 (See Figure 3).  

For the past 60 years the Zambian 
economy has been heavily reliant on the 
mining of copper and cobalt. Despite the 
positive steps taken to diversify the indus-
trial and manufacturing base, the depen-
dence remains. Copper mining continues 
to account for a sizeable part of Gross 
Domestic Product (GDP) and is one of the 
lead industries for economic growth. The 
mining industry accounts for 15-18% of 
GDP and exports over US$3 billion worth 
of copper per year, but contributes to just 
8% of total tax revenue2. 

Source: Limpitlaw, 2011
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Fig 2: Mining Contribution to GDP & Tax

Fig 3: Copper Production 1930-2016

1 United Nations Development Programme (UNDP). (2013). About Zambia. http://www.undp.org/content/zam-
bia/en/home/countryinfo/

2 World Bank. (2011). Zambia: More Jobs and Prosperity in Zambia: What would it take? World Bank, Finance and 
Private Sector Development Unit Africa Region. World Bank.
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TYPES OF LINKAGES AVAILABLE TO ZAMBIA

There are five major types of mining linkages that Zambia has the potential 
to harness in order to dispel traces of “enclave- syndrome” within its mining 
sector. These include:

1. Fiscal linkages
2. Consumption linkages
3. Forward linkages 

4. Backward linkages and
5. Side-stream linkages. 

While Zambia has exploited these linkages to varying degrees, opportunities 
remain for further deepening of these linkages.

The mining sector in Zambia has been the nation’s economic hub and major 
income earner. The mining value chain has the potential to connect and link 
the mining sector with other sectors for more value addition and creation of 
profitable linkages. This builds a case for the Government to develop a diver-
sified and globally competitive mineral industry, which contributes to broaden 
economic and social growth through the creation of linkages. For the mining 
sector to improve its contribution to broad based development, it must be 
integrated into the national and regional economic fabric through linkages. To 
harness linkage opportunities, challenges such as those relating to deficien-
cies in human capital formation, particularly in knowledge intensive areas, as 
well as infrastructure inadequacies must be addressed. With these linkages 
in effect, the Zambian production chain will add more value to the economy 
and ultimately create sustainable development. The challenge for Zambia is 
how to maximize growth in the mining sector to encourage linkages with other 
sectors like agriculture, manufacturing, construction and services so that they 
can increase production, job creation and add to sustainable economic growth. 

Fiscal linkages refer to “resource rents which the government is able to harvest 
from the commodities sectors in the form of corporate taxes, royalties and taxes 
on the incomes of employees”3. These rents can in turn be re-invested into the 
growth of other sectors unrelated to mining thereby promoting economic diver-
sification and sustainable growth.

3 Morris, M. K. (2012). ‘‘One thing leads to another’’—Commodities, linkages and industrial development . Re-
sources Policy, 37, 408-416.

LINKAGES AND GROWTH

FISCAL LINKAGES
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THE CASE OF CHILE

Fiscal linkages were effectively used to diversify the Chilean economy away 
from the extractives industry. Investments were made into the salmon, wine, 
pork and berry industries. Chile also capitalized on the cyclical windfalls of 
copper prices through introduction of a new mining royalty in 2006, which led 
to a significant increase in copper revenues4. The Chilean government then 
exercised accountability, transparency and prudent management of funds 
flowing from natural resources through investment into: 

1. Reliable electric power supply with sufficient generating capacity to 
keep up with industry growth 

2. Human capital development through education and skills 
development

3. More competitive, locally-produced goods and services

4. More efficient rail and road transport and streamlined border 
crossings 

5. Delivery of social services.

Chile also invested in the formation of three important reserve funds: 

i. The Economic and Social Stability Fund (ESSF) - created with the 
objective of financing possible fiscal deficits and to facilitate amorti-
zation of debt. Funds are administered by the Central Bank which 
reinvests them in international markets. 

ii. Pension Reserve Fund (PRF) - which finances the increasing expenses 
of the aged and covers basic old age and disability solidarity.

iii. The Innovation for Competitiveness Fund (ICF) - created to support 
a national strategy of innovation for competitiveness and facilitated 
Research and Development (R&D) into sectors which had been identi-
fied as most competitive for the Chilean economy.  

4 Varas, M. E. (2011). Economic Diversification: The Case of Chile . Revenue Watch Institute.

Taxes

Mining Activity

Fiscal Linkages

Government

Agriculture

Manufacturing

Education

FISCAL LINKAGES

Varas, M. E. (2011). Economic Diversification: The Case of Chile . Revenue Watch Institute.
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These funds were instrumental in fostering economic stability; social welfare, 
safeguarded Chile from the volatility of copper prices and allowed for facilitation 
of greater competitiveness and innovation in the Chilean economy5.  

The Government’s creation of Codelco – the largest state owned mining 
company in the world also positively contributed to tax collection. Prior to the 
formation of Codelco, mining activities were largely under foreign ownership. 
However, towards the end of the 1960s, Government’s ownership in compa-
nies increased and Codelco was formed. Codelco led to a significant increase in 
Government’s tax revenues and boosted Chile’s fiscal budget6.

FISCAL LINKAGES IN ZAMBIA: 

In the case of Zambia, fiscal linkages between mining and other sectors have 
generally been weak save during the immediate post-independence period 
when copper prices were high and reinvested into the economy. Following the 
nationalization of the mines and the decline of copper-prices, tax revenues from 
mining became virtually insignificant7. The Development Agreements signed 
during the privatization era similarly eroded potential mining revenues through 
granting of generous tax exemptions. These exemptions resulted in mining 
companies paying a Marginal Effective Tax of approximately 0% during the 
time of privatization and promoted the ‘‘enclave-type’ operation of mines as 
most of the mining profits were repatriated by foreign firms and added little 
value to the local Zambian economy8. 

In 2012, the mining sector accounted for 80% of foreign exchange revenues 
and received close to US$1billion in FDI and yet contributed only 6% to total 
tax revenues. This signified a 2% decline from the 8% contribution to taxes in 
20119. The International Council on Mines and Metals in their recent study (2012) 
conclude that the mining sector contributes a relatively low amount to govern-
ment taxes averaging between 3-20%, while Daniel (2012) indicates that over the 
last decade Zambia has collected only between 7-8% of its revenues from mining 
(See Figure 4). World Bank, 2011 further points out that while taxes represent 
3-5% of export revenues in Zambia, they range as high as between 25-40% in 
the rest of the world10. It has however been acknowledged that the global surge 
in copper prices led to a significant rise in taxes and royalties in 2012 amounting 
to approximately US$840 million (or a 33% increase from 2011). Nevertheless, 
Zambia continues to face challenges in effective revenue collection. 

Zambia’s failure to better harness fiscal linkages suggests that contrary to tradi-
5 Varas, M. E. (2011). Economic Diversification: The Case of Chile. Revenue Watch Institute. 
6 ibid. 2011.
7 Fessehaie, J. (2012). What determines the breadth and depth of Zambia’s backward linkages to copper mining? 

The role of public policy and value chain dynamics . Resources Policy , 37, 443-451. 
8 Fraser and Lungu (2007). For whom the wind falls. Civil Society Trade Network of Zambia / Catholic Centre for 

Justice, Development and Peace.
9 African Economic Outlook. (2013). Zambia – Economic Outlook. African Development Bank Group. http://

www.afdb.org/en/countries/southern-africa/zambia/zambia-economic-outlook/
10 World Bank. (2011). Zambia: More Jobs and Prosperity in Zambia: What would it take? World Bank, Finance and 

Private Sector Development Unit Africa Region. World Bank.
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tional arguments that the mining 
industry is innately ‘enclave’, the 
enclave nature of the industry is 
rather largely driven by public 
policies and legislative frame-
works in place, as well as political 
will or the lack thereof to promote 
linkage development.  Haglund 
(2013) further states that challeng-
es limiting effective tax collection in 
Zambia include:

• The complexity of the 
fiscal regime which is 
compounded by frequent 
changes to provisions and 
common exemptions

• “The opaque management 
of the sector” including the role of Zambia Consolidated Copper Mines 
– Investment Holdings (ZCCM-IH) which introduces an avenue for 
mismanagement of resources as they are channeled from the private 
sector to government coffers through this institution

• Weak public financial management of revenues received

• Transfer pricing and tax evasion by mining companies (Haglund, 
2013)11.

In order for Zambia to realize its full potential with regard to fiscal linkages, it 
is critical that institutional capacity is strengthened for collection of higher tax 
revenues and that revenues collected are targeted to the most productive use 
and managed in an efficient, transparent manner. Part of the mining revenues 
in Chile were targeted at the development of 11 multi-sectorial clusters which 
research had shown held the greatest competitive advantage. The Chilean 
Government also displayed a strong governance system with transparency 
and accountability12. Similar prudent governance, devoid corruption and target-
ing, based on evidence are important for Zambia. The Africa Mining Vision 
(2009) identifies weak governance and ineffective institutions as the root 
cause of the failure to effectively harness resource rents. The AMV states:  

“African states with weak governance generally fail to impose resources 
tax regimes that ensure an equitable share of the rents, particularly windfall 
rents, due either to a lack of state capacity or the subversion of that capacity 

to produce overly investor friendly outcomes.”

11 Haglund, D. (2013). Zambia mining sector fiscal benchmarking and assessment. Oxford Policy Management
12 Varas, M. E. (2011). Economic Diversification: The Case of Chile . Revenue Watch Institute.

Source: Adapted by PMRC from Daniel, 2012
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This weak governance has been evidenced repeatedly in Zambia. During the 
privatization era, the Development Agreements gave investors disproportionate 
advantages in terms of tax revenues at the expense of Zambians. Similarly, the 
Government has failed to institute windfall taxes in spite of the trebling of the 
price of copper between 2003 and 200713. Additionally, the 2014 Budget notes 
challenges in management of Zambia’s mineral resources including the inade-
quacy of systems to monitor and account for what is produced and exported. A 
comprehensive strategy to address such leakages is clearly pertinent but must 
be combined with stronger revenue collection and fiscal management. 

In the case of Chile, the presence of  the state owned mines, Codelco and Enami 
reduced avenues for tax avoidance and evasion from the mines. However, state 
ownership of such a large asset must be coupled with sound financial manage-
ment, transparency and accountability or else may result in massive graft and 
mismanagement.  Zambia must also take advantage of windfalls in copper 
prices if substantial fiscal revenues are to be generated for reinvestment in 
other sectors.

CONSUMPTION LINKAGES

Consumption linkages can be defined as “incomes in the form of profits and 
wages which arise from commodity production”14. These incomes are in turn 
spent in the local economy by miners and mining households thereby support-
ing local businesses and spurring domestic production in agriculture, food and 
beverages, hospitality industries, the retail sector and other sectors. Consump-
tion linkages, as with other linkages, can play a critical role in creation of a multi-
plier effect within local economies. However, the size of the multiplier funda-
mentally depends on the proportion of money injected into a region that stays 
within the same region. While money spent locally stimulates the economy and 
creates a significant multiplier effect, money expatriated does not15.

THE MINES
EMPLOYS

UNEMPLOYED

SALARY PAID
EVERY 1 KWACHA

 MINERS
 HOUSE HOLDS

AGRICULTURE

RETAIL

K1

MORE TAX

 MORE
EMPLOYMENT

 MORE
BUSINESSES

 Economic
Growth

 CONSTRUCTION
INDUSTRY GROWS

CONSUMPTION LINKAGES

13 Fessehaie, J. (2012). What determines the breadth and depth of Zambia’s backward linkages to copper mining? 
The role of public policy and value chain dynamics . Resources Policy , 37, 443-451.

14 Bloch, R. and Owusu, G. (2012). Linkages in Ghana’s gold mining industry: Challenging the enclave thesis. 
Resources Policy,  37, 434 – 442

15 Eggert, R. G. (2001). Mining and Economic Sustainability: National Economies and Local Communities. Interna-
tional Institute for Environment and Development.
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CASE OF WESTERN AUSTRALIA:

 

In Western Australia, it was shown that for every US$1 increase in sales by 
metallic miners, the increase in output, economy wide, was $2.10 consisting of 
$1 mining sales and $1.10 of inputs purchased (backward linkages) and induced 
spending on consumption (consumption linkages) at household level. Further, 
for every $1 in income earned in the metallic mining sector in Western Austra-
lia, there was a $3 income for the entire economy- $1 accruing to the mine and 
$2 to non-mining sectors. For every job that was created in the metallic mining 
industry 4.1 jobs were generated statewide, including 1 job in the metallic 
mining sector and 3.1 jobs in other sectors16.

Consumption Linkages in Zambia: 

As at 2012, the mining sector accounted for up to 90,003 employees nation-
wide (2012 Labour Force Survey). In light of the multiplier effect, this would 
imply that incomes earned by these individuals would be poured back into 
the local economy provided they are not repatriated. It is critical that Govern-
ment supports the hiring of Zambian citizens except where Zambians lack the 
necessary expertise. The Mines and Minerals Development Act, 2008 Article 
13 (2) provides for preference in employment to be given to Zambian citizens 
at all phases of mining operations to the furthest extent possible. However, 
the extent to which Zambians are able to take advantage of such legislation 
is limited by skills shortages in key areas. There is also need for monitoring of 
mining companies to ensure that these stipulations are observed. 

In addition, detailed plans on training to be offered to employees by the mines 
should be availed to Government, as should a plan for transition of services 
from expatriate labour to Zambian citizens. These measures would in turn 
serve to ensure that incomes earned are largely retained within the local 
economy. It would also be important to discourage repatriation of incomes 
through adoption of tax policies similar to those in Chile. In Chile, shareholders 
are taxed at 35% when they repatriate profits. This would also serve to further 
increase tax revenues from the mines.

Furthermore, Government needs to put in place measures that promote devel-
opment, production and purchase of domestic products as opposed to exces-
sive reliance on imported goods. To achieve this, small and medium enter-
prises should be granted investment incentives which will promote growth of 
domestic industries. For instance, to ensure the growth of a sustainable local 
economy in Lumwana, investors should be drawn to start up businesses within 
16 Eggert, R. G. (2001). Mining and Economic Sustainability: National Economies and Local Communities. Interna-

tional Institute for Environment and Development.
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Lumwana as opposed to having the residents thereof travel to neighbour-
ing towns to purchase goods from there. The importance of supporting local 
industries was evidenced in the case of the mining town of Leonora, Australia. 
Leonora experienced a boom in nickel mining which drew significant mining 
investment. However, due to the proximity of the town to major cities such as 
Perth and Karlgoorlie, miners opted to travel to those towns both for accom-
modation and essential commodities such as food. This led to the stronger 
backward linkages between Kargoorlie and Perth as opposed to Leonora.  
Similarly, if mining towns are to develop and indeed the country, incomes from 
mining must remain within these regions.

FORWARD LINKAGES

Mining Activity

Copper ore is extracted
and transported

Factory

Electric cables

Electric motors

Copper Products

Forward Linkages

Transported to
factory e.g. ZAMEFA

Forward linkages in mining generally refer to the processing of outputs from the 
extractive industry prior exportation17. The call for African countries to actively 
engage in value-addition to its commodities is one that has been sounded often 
in the past by African politicians and policy makers alike. It has once again 
been raised through policy documents such as the Africa Mining Vision and 
the Economic Report on Africa entitled “Making the Most of Africa’s Commod-
ities”. Value addition to raw materials significantly increases their economic 
value and is viewed as important for diversification hence the drive to add 
value in many developing countries. 

In spite of accolades in favour of value-addition as well as past policy commit-
ments (e.g. in Zambia’s Fifth National Development Plan) value addition in 
Zambia is largely done only to the extent of smelting copper and other ores 
into cathode form. Less than 5% of Zambia’s copper output is used to produce 
fabricated products (e.g. wire rods, wire, low-voltage cable) and finished 
products with copper are usually imported lending some credence to the 
argument that the sector is enclave nature. Only a few companies in Zambia 
17 Morris, M. K. (2012). ‘‘One thing leads to another’’—Commodities, linkages and industrial development . Re-

sources Policy , 37, 408-416.
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are involved in metal fabrication with major players including ZAMEFA (Metal 
Fabricators of Zambia PLC), Kavino and Central African Recycling18. 

The World Bank (2011) further points out that Zambia holds limited and 
unfavourable prospects of successfully engaging in value addition to copper 
in the short and medium term. Hausmann (2008:1) more forcefully contends 
that “Beneficiation is a bad policy paradigm” and “makes no sense conceptu-
ally” for most resource rich developing countries. Major constraints that limit 
potential in this area for Zambia include: lack of competitive advantage from 
local sourcing of copper inputs, unavailability of certain inputs to copper fabri-
cation, limited demand for fabricated products both locally and regionally and 
long distance to markets19. Whitworth (2011) further states that Zambia already 
sufficiently adds value to its copper through copper refinery and processing of 
copper concentrate into cathode. 

However, an interview with a representative from ZAMEFA  revealed that 
contrary to arguments against value-addition, they were convinced that there 
is strong potential for further processing of copper. It was pointed out that 
ZAMEFA is one of the few players in the Zambian market and attracted signif-
icant demand from the regional market due to the quality and level of purity of 
Zambia’s copper (99.9% pure). It was interesting to note that while the World Bank 
(2011) used Zambia’s 
inability to compete 
with regional giants like 
South Africa as a basis 
for avoiding beneficia-
tion, ZAMEFA actually 
noted that South Africa 
is one of ZAMEFA’s 
largest clients in terms of copper rods. This is corroborated by Sutton and 
Langmead (2013) who point out that South Africa is ZAMEFA’s primary 
export market. It was however expressed that ZAMEFA had made efforts to 
supply some locally placed mining companies with copper cables but that they 
preferred to procure cables (along with other inputs) from their foreign counter-
parts. This implies weak enforcement of local content legislation and also 
suggests that the ‘enclave’ nature of the mining sector has been partly driven 
by foreign owned mines who transfer revenue benefits to external partners as 
opposed to local producers. 

Moreover, certain government policies significantly limit the growth of linkages 
to manufacturing. For instance, while locally based Chinese firms with invest-
18 Sutton, J. and Langmead, G. (2013). An Enterprise Map of Zambia. London: London Publishing Partnership.
19 World Bank. (2011). Zambia: More Jobs and Prosperity in Zambia: What would it take? World Bank, Finance and 

Private Sector Development Unit Africa Region. World Bank.

While foreign firms with investment 
licences enjoy duty and tax concessions, 
when they import finished goods, local 
manufacturers pay tax on inputs imported 
for manufacturing processes.
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ment licenses are granted duty and tax concessions when they import finished 
copper wire; ZAMEFA does not benefit from such concessions when it imports 
aluminum and other plastic compounds required for wire insulation. This gives 
foreign firms an unfair advantage over local ones and weakens the growth 
potential of manufacturing20.

However, views in favour of value addition to copper seemed to largely stem 
from industry experience and perceptions and not a deliberate study of the 
viability of value addition across a range of copper products. There is therefore 
a critical need for a deliberate cost-benefit analysis to be done by the Govern-
ment as certain respondents felt that World Bank findings are driven by vested 
interests which do not favour Zambia’s trajectory to industrialization.

In spite of on going debates, it is generally agreed that Zambia has still not 
achieved its full potential in meeting the national and regional demand for fabri-
cated copper hence scope remains to build capacity in this area and strengthen 
linkages21. Moreover, a long term strategy to build local manufacturing capacity 
hence local demand for processed copper coupled with a regional industrial-
ization strategy as proposed by the African Mining Vision (AMV, 2009) would 
contribute increased demand for processed copper.

BACKWARD LINKAGES

External company
supplies Lubricants

External company
supplies Gases

External company
supplies Explosives

Mining Activity

Backward linkages refer to production of inputs to be utilised in commodity 
production22. Development of backward linkages in Zambia was strongest 
during the immediate post-independence period (1964-1974) when government 
had partial ownership of input supply and value-chain cooperation between 
Zambia Consolidated Copper Mines (ZCCM- the nationalized mining conglom-
erate), its suppliers, tertiary institutions and research agencies (Fessehaie, 
2002). During the privatization era, most linkages to suppliers by mines were 
cut off, as privatized mines focused on their core business. 

Post-privatization, backward linkages to local suppliers increased as the rise in copper 

20 Sutton, J. and Langmead, G. (2013). An Enterprise Map of Zambia. London: London Publishing Partnership.
21 World Bank. (2011). Zambia: More Jobs and Prosperity in Zambia: What would it take? World Bank, Finance and 

Private Sector Development Unit Africa Region. World Bank.
22 Morris, M. K. (2012). ‘‘One thing leads to another’’—Commodities, linkages and industrial development . Re-

sources Policy , 37, 408-416.
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prices led to a higher demand for locally procured products23. However, these linkages 
did not result in significant structural transformation entailing the build up of a strong 
manufacturing base. As stated by Fessehaie (2012), while the breadth of linkages 
increased (i.e. number of products locally supplied), their depth was decreased. Prior 
to privatization Original Equipment Manufacturers (OEMs) had set up local input 
supply subsidiaries in Zambia however, following privatization and liberalization 
companies such as Dunlop, which had been the only tyre manufacturer in Zambia, 
relocated to other lower cost production nations. Government policies, including high 
manufacturing tax rates and low duty on imported tires, played a major role in the 
decline of backward linkages to manufacturing24. 

Currently, backward linkages in Zambia are classified as broad (i.e. a wide range of 
products locally supplied) although the depth of linkages, in terms of the value added 
by local supplies is to a lessor degree25. Backward linkages are also observed to be 
diminishing in recent times26. Mining companies also continue to rely on imports from 
Original Equipment Manufacturers and other suppliers in the region which reduces 
the extent of linkage formation. These mining companies are on one hand spurred 
by inadequate local manufacturing capacity for high capital goods and on the other 
hand, by a weak policy framework. As in the case of forward linkages, local producers 
face unfair competition from imported stock. It is startling to consider that out of an 
estimated US$2.5 billion spent by mines on inputs, local suppliers account for only 
4.4% or US$ 110million of the mining input supply business while the rest is spent 
on imports (Zambia Local Content Initiative, 2012 See Table Below). 

Table: Annual Patterns of Production Inputs By Select Mining Companies in US $’000

CATEGORY OF 
SUPPLIER

MAIN PRODUCTS & SERVICES PROPORTION OF 
MINING SPEND

SHARE OF MINING BUSINESS BY 
NATIONALITY OF SUPPLIERS

Value (US 
$,000)

%
Foreign Owned 
With Local Base 

(1) (US $,000)

Overseas 
Based 

(2)

Wholly 
Local (3)

1 Mining services (production and 
technical)

875,000 35 700,000
(80%)

157,500
(18%)

17,500
(2%)

2 Chemicals, explosives, fuel, oils, plant 
and equipment parts supply installation 
and maintenance services

1,000,000 40 850,000
(85%)

100,000
(10%)

50,000
(5%)

3 Basic (low tech) manufactured goods 
supply and engineering services

125,000 5 46,250
(37%)

62,500
(50%)

16,250
(13%)

4 Security, cleaning, catering and 
transportation services

500,000 20 400,000
(80%)

75,000
(15%)

25,000
(5%)

Total 2,500,000 100 1,996,250 395,000 108,750

Per cent of Total 100 79.8 15.8 4.4

Notes: (1) These are operating as subsidiaries of foreign companies but with locally registered companies, e.g. SKF, Boart 
Long year, Barlows, Komatsu, etc.

 (2) These are not locally registered
 (3) Ownership by registered residents and Zambian citizens.

Source: Zambia Mining Local Content Initiative: this data is not comprehensive but is only indicative, based on a survey of selected firms)

23 Fessehaie, J. (2012). What determines the breadth and depth of Zambia’s backward linkages to copper mining? 
The role of public policy and value chain dynamics . Resources Policy , 37, 443-451.

24 Ndulo, M. and Mudenda, D. (n.d.). Trade Policy Reform and Adjustment in Zambia. Retrieved from www.unctad.
info/upload/TAB/docs/TechCooperation/zambia_study.pdf.

25 Op-cit, 2012
26 Morris, M. K. (2012). ‘‘One thing leads to another’’—Commodities, linkages and industrial development . Re-

sources Policy , 37, 408-416.
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Furthermore, while local manufacturers such as, Scaw Ltd. (which supplies 
grinding mill balls and castings to mines) pay duty on imports used in their 
production processes, imports from foreign firms enter the country almost duty 
free. This aspect perpetuates the enclave nature of the sector as investment in the 
local economy is by-passed in favour of foreign markets; it encourages importa-
tion over manufacturing. Local producers are further disadvantaged by economies 
of scale enjoyed by manufactures in the COMESA and SADC region, which signifi-
cantly lower their production costs27.

The ability of mining companies to import locally available inputs raises questions 
about the degree to which local content requirements of mining legislation such 
as the Mines and Minerals Act, 2008 are enforced. Although Article 13 of this Act 
requires mines to- 

“…in the conduct of operations under the mining right or mineral processing 
licence, and in the purchase, construction and installation of facilities, give prefer-
ence, to the maximum extent possible to-

a. Materials and products made in Zambia and  

b. Service agencies located in Zambia and owned by Zambian citizens or 
citizen owned companies”

This legislation does not seem to be strongly enforced as evidenced through 
percentage share of categories mining suppliers accounted for by Zambians. 

Discussions with representatives from Zambia Association of Manufacturers 
(ZAM), ZAMEFA, Zambia Chamber of Small Medium Business Associations 
(ZACSMBA) all seemed agreed that enforcement of such local content legislation 
was weak and was basically left to the discretion of the mines. It was further 
observed that such legislation over-em-
phasises ownership at the expense 
of product origin. Some respondents 
pointed out that many companies are 
Zambian-owned but prefer to serve as 
middle-men who import and resell inputs 
to mining companies.  This assures them 
of quick returns as opposed to engaging 
in manufacturing activities whose 
benefits may be gained only in the 
long-term. This observation is corrob-
orated by The Zambia Local Content 
Initiative Discussion Paper (2012) which 
states that “a myriad of small indigenous 
Zambian traders…deal in spare parts 
from international manufacturers” while 

27 Sutton, J. and Langmead, G. (2013). An Enterprise Map of Zambia. London: London Publishing Partnership.

International Suppliers
of Goods and Services

80%

Representative
Agencies

16%

Local
manufacturers

0.7%

Suppliers of 
Non-core
Services 3.3%

Source: Zambia Mining Local Content Initiative: this data is not 
comprehensive but is only indicative, based on a survey of select-
ed firms)

FIG 5: PERCENTAGE SHARE OF CATEGORIES OF 
MINE SUPPLIERS
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Zambians involved in manufacture and supply of goods such as galvanized 
pipes, engineering bolts and nuts, metal fabrication and Personal Protection 
Equipment (safety boots, hard hats, protective clothing, uniforms) constitute 
a paltry 0.7% of the estimated US$2.5 billion of total mining expenditure on 
procurement (See figure 5).

Furthermore, this pattern does not yield the same multiplier effect within 
the economy in terms on incomes and employment creation as manufactur-
ing would. Such tendencies require policy action by Government to encourage 
actual growth of local manufacturing through incentives (including tax incen-
tives) and training in entrepreneurship and saving skills. There is also need 
for a change in mindset among Zambians towards long-term investment in 
manufacturing.  In addition to the above, a disproportionate focus on ‘local’ 
ownership sometimes leads foreign owned firms to register companies with 
or through Zambians in order to meet the requirements of legislation, and yet 
these Zambian may not have a significant share or decision-making power in 
the firm. This defeats the intended purpose of such legislation.

In instances where mining companies seem to genuinely seek to engage local 
suppliers, there is limited information of who the local suppliers are, which 
inputs they produce and how they can be reached. This was revealed during 
an interview with a representative from Zambia Association of Manufacturers 
who observed that during a recent Local Content Showcase (on 29th October, 
2013), where local manufacturers and managers of mining supply-chains were 
invited, mining managers were surprised to learn that roofing sheets among 
other supplies, were manufactured locally. Due to such information asymme-
tries, some mines routinely import locally available products. Measures to 
improve the flow of information are thus key. Government must also have a 
regularly updated database on local 
manufacturers if it is to effective-
ly enforce local content policies. For 
instance, if Scaw Ltd. produces 20,000 
mt of high quality mill balls annually 
and Government is aware of this, 
then government can ensure that this 
minimum quota is purchased by the 
mines before they resort to importation if manufacturing is to grow28. However, 
that can only be done if Government is well informed on the quantity and 
quality of locally manufactured inputs. 

It was also observed by some respondents that lack of transparency and corrup-
tion during procurement processes by the mines are also often to blame for 
continued importation of certain goods. There is thus need for full public disclo-
sure of tendering processes and a deliberate process through which the mines 
and manufacturing associations share information and interact. 

In contrast to cases where local suppliers are not supported, a considerable 
28 Sutton, J. and Langmead, G. (2013). An Enterprise Map of Zambia. London: London Publishing Partnership.

Government must also have 
a regularly updated database 
on local manufacturers if it 
is to effectively enforce local 
content policies.
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difference is noted when mining companies actively support local firms. In a 
study of 24 Zambian firms by Fessehou (2012) it was noted that most supported 
by mining companies record stronger growth in sales and upgrading of opera-
tions. 

POTENTIAL BACKWARD LINKAGES IN ZAMBIA: THE CASE OF NITROGEN 
CHEMICALS OF ZAMBIA: PAST PERFORMANCE AND FUTURE DIRECTION 

The case of Nitrogen Chemicals of 
Zambia presents an important avenue 
for strengthening of backward 
linkages in Zambia. Government 
established the Nitrogen Chemicals 
of Zambia in 1970 with the overarch-
ing aim of facilitating the creation of 
linkages across the manufacturing, 
mining and agricultural sectors29. 
The company’s links with the mining 
sector were developed and supported 
through the production and supply of 
explosive grade ammonium nitrate, 
sulphuric acid and nitric acid. Links to 
the agricultural sector were through 
the manufacturing of fertilizer grade 
Ammonium Nitrate and Compound D 
fertilisers (NPK). 

However, the NCZ plant is currently 
operating below its full capacity. Interviews with personnel at NCZ revealed 
that the sulphuric acid plant is dilapidated and is in need of a complete overhaul 
while explosive grade ammonium nitrate and nitric acid are not being produced 
at present. The Government’s decision to recapitalize NCZ is an important 
step towards stimulating industrial growth, through linkages across these two 
sectors. 

The 2013 Budget allocated a total of K255 million for the rehabilitation of Nitrogen 
Chemicals of Zambia30. Of the total, K25 million was for rehabilitating the Kobe 
Ammonium Nitrate Plant 1 and re-commissioning it to increase local production 
of industrial explosives into a market, which is currently, dominated overseas 
companies31. In the 2014 Budget, Government reaffirmed its commitment to 
supporting NCZ. The initial revitalization activities of the plant led to produc-
29 Sutton, J. and Langmead, G. (2013). An Enterprise Map of Zambia. London: London Publishing Partnership.
30 The Government of the Republic of Zambia (GRZ). (2012). 2013 Budget Address. www.zra.org.zm/.
31 Zambia Association of Manufacturers. http://www.zam.co.zm/

Analysis of NCZ plant capacity shows 
that the company could supply: 

• 230,000 Mt of Compound D 
fertilisers (NPK) twice as much as 
the country needs annually;

• 139,000 Mt of Ammonium Nitrate 
for supply to the mines as explo-
sives in the mining process;

• 50,000 Mt of Ammonium Sulphate 
fertilisers to support agricultural 
productivity;

• 120,000 Of Nitric Acid to supply to 
the mines and agricultural sector 

• 60,000 Mt of Sulphuric acids 
to supply to copper mines and 
other chemical manufacture 
firms. (Graphic showing NCZ and 
supply links)
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tion levels of over 70,000 Mt of compound “D” fertilizer. Government further 
expressed a desire to expand the plant’s operations to the production of urea. 
Preliminary assessments suggest that with full recapitalization, the NCZ plant 
could employ around 1,300 fulltime staff with an addition 300-400 contract staff. 
However, interviews with representatives from NCZ show that production levels 
are often limited to demand, thus NCZ mainly produces fertilizer in response to 
orders placed by Government. This shows the need for market expansion into 
the private sector and the region if this sector is to thrive.

Expanding the NCZ activities would also increase demand for coal by 195,678 
Mt a year, which in turn would stimulate the productivity of the coal mines 
and strengthen opportunities for job creation in the coal mining value chains. 
Increased production of fertilisers, nitric acid, sulphuric acid and explosive 
grade ammonium nitrate will strengthen the integration of the mining sector 
to the domestic economy.  Nitric acid also has numerous agricultural uses in 
the growing of flowers and production of animal feed while sulphuric acid is an 
important raw material in the process of copper concentration and refinery.

SIDESTREAM LINKAGES

 
Side-stream linkages refer to 
linkages into infrastructure 
(power, logistics; communica-
tions and water) and skills and 
technology32. Sound develop-
ment of forward and backward 
linkages relies significantly on 
the presence of strong infra-
structural developments in 
terms of roads, railways and 
air transport, electricity and 
water supply and telecommu-
nications. Without adequate 
capacity in these key aspects, 
the cost of doing business 

increases attractiveness of the country to investors is reduced. In Africa, 
poor infrastructure accounts for 60% of transport costs33. The resultant effect 
is lowered competitiveness for suppliers and higher costs for consumers as 
producer costs are transferred to them. For example, The African Fertilizer and 

32 African Union. (2009). Africa Mining Vision. African Union.
33 United Nations Conference on Trade and Development. (2012). Extractive Industries: Optimizing Value Reten-

tion in Host Countries. United Nations Conference on Trade and Development.
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Agribusiness Forum, Report for 2013 states that “the state of ‘hard’ infrastruc-
ture is a significant part of the farm gate cost of fertilizers due to transport 
and related costs”34. The Zambian Government has made significant strides 
in building road infrastructure through projects such as the Link Zambia 8000, 
Pave Zambia 2000 and Lusaka 400 programmes. The 2014 Budget allocates 
14.2% of the budget to construction, rehabilitation and maintenance or road, 
rail, water and air infrastructure35. Much more however, remains to be done in 
this sector.

 
THE CASE OF SOUTH AFRICA

The case of South Africa gives some positive insights into the effective use of 
linkages to promote economic growth. Over a period approximately 130 years, 
this sector has transformed South Africa into one of the most industrialised 
countries in Africa. According to The Chamber of Mines in South Africa in 2010:

• The mining sector contributed 18.7% of the Gross Domestic Product (GDP).

• Directly the industry’s contribution was 9.2%, but this can be more than 
doubled when the mining supplier industries, plus the downstream indus-
tries that use mining outputs and the spending multipliers of mining are 
included.

• The Mining industry uses significant amounts of transport services, 
consulting and financial services, steel and material inputs, electricity and 
water inputs.

• The mining sector provides about 72% of South Africa’s primary energy 
needs, and effectively “fuels” the South African economy.

• The mining sector employed 514,760 jobs directly and another 838,623 jobs 
were created in the industries that either supply goods and services to 
the mining sector, or use mining products for downstream value addition, 
or which are related to the spending multipliers from mining and mining 
employees in the economy. It is estimated that, for every direct mining job 
approximately two jobs are created in other sectors.

Mining demand for transport and storage services had in turn generated US$4.7 
billion in GDP and 76,483 jobs. Similarly, the mining sector supports catering 
and accommodation services (17.614 jobs), finance, insurance and business 
services, (183,671 jobs), electricity inputs (8,067 jobs). 
34 International Fertilizer Development Center (IFDC). (2013). Zambia Fertilizer Assessment. Alabama: The African 

Fertilizer and Agribusiness Partnership
35 The Government of the Republic of Zambia (GRZ). (2013). 2014 Budget Address. www.zra.org.zm/.
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EDUCATION AND SKILLS DEVELOPMENT

Another fundamental component of successful linkage development and diver-
sification away from raw materials is human capital development and accumu-
lation.  The African Mining Vision underlines the importance of human capital 
its vision to have “A knowledge-driven African mining sector.” This requires 
the build up of relevant education and skills specifically targeted to develop-
ment of strong human resource capacity along the mining value chain. Human 
resource development must keep apace with technological developments 
through research and development (R&D) activities and must leverage from 
academia, industry, government and other key players36. 

Zambia currently suffers critical skills shortages in mining and manufacturing 
as well as other sectors. This limits the extent to which mines and manufactur-
ers can employ local workers, in spite of legislation which directs them to do so. 
Furthermore, a recent study by the International Growth Centre (2013) shows 
that there are also perceptions in industry that foreign labour is more produc-
tive and less costly than local labour. This in turn leads to continued reliance on 
expatriates who often repatriate incomes. 

Part of the problem 
stems from the fact that 
the focus by Government 
on expansion of basic 
education in the 1990s, 
spurred by the MDGs, 
led to the side-lining of 
post-secondary school 
education37. However, 
recent research findings 
indicate declining 
returns to primary 

education both in terms of productivity and earning potential (World Bank, 
2012). The Government has however showed commitment in recent years 
to tertiary education through on-going construction of universities in each 
province. The budgetary allocation to education has also seen an upward trend 
in recent years and accounts for 20% of the 2014 Budget. There is however 
need for a greater focus on vocational skills as these are in high demand. 

Another reason for the skills shortage is the mismatch between education and 
skills offered in tertiary institutions and skills required in industry. 

36 African Union. (2009). Africa Mining Vision. African Union.
37 Zambia Human Development Report. (2011). Service Delivery for Sustainable Human Development. United 

Nations Development Programme (UNDP).
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FUNCTIONS AND
SUB-FUNCTIONS

The aim of the PMRC 2014 National Budget Infographic 
is to simplify The Budget in an easy to understand 
infographic towards encouraging and facilitating debate 
and discussion. The PMRC Infographic illustrates the 
key allocations that have been planned under the budget 
functions and sub-functions. The infographic further 
compares the 2012, 2013 and 2014 allocation trends, 
providing a clear understanding of how Government has 
been allocating and prioritising funds and projects.

2012

2013

2014

2012 2013 2014

Economic Affairs  8,120  8,897  11,943 

General Public Services  8,305  8,441  10,729 

Education  4,851  5,627  8,607 

Health  2,580  3,638  4,228 

Defense  1,649  2,036  2,744 

Public Order and Safety  1,017  1,347  2,121 

Housing and Community Amenities  353  1,008  661 

Social Protection  656  892  1,183 

Recreation, Culture and Religion  137  252  298 

Environment Protection  32  74  165 

Budget  27,698  32,212  42,680 
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• Achieve real GDP growth of above 7 
percent ;

• Create at least 200,000 decent jobs;
• Attain end year inflation of no more than 

6.5 percent;
• Increase international reserves to over 3 

months of import cover;
• Maintain a fiscally sustainable public 

external debt level so that debt service 
and amortization do not exceed 30 per-
cent of domestic revenues;

• Increase domestic revenue collections to 
over 21 percent of GDP; and

• Limit domestic borrowing to 2.5 percent 
of GDP and contain the overall deficit to 
no more than 6.6 percent of GDP.

Social Protection
K1,183.00 Billion 

Public Service Pension Fund 
K754.2 Million

Social Cash Transfer 
K199.2 Million

Strategic Food Reserves
K1,013.30 Billion

Power Rehabilitation 
Project (ZESCO)
K550 Million

Farmer Input Support 
Programme (FISP)
K500 Million

Railway Rehabilitation/
Recapitalisation
K339.8 Million

Construction & 
Rehabilitation of Silos
K179.7 Million

Procurement of Radar 
Equipment
K147 Million

Economic Empowerment Funds
K108.7 Million

Construction of Dip 
Tanks

K52.2 Million

Youth Skills 
Training

K55 Million

Procurement of Dredgers
K87 Million

Economic
Affairs

K11,943.40 Billion
28%

General
Public Services

K10,729.30 Billion 
25.10%

Domestic Debt
K2,850.50 Billion

External Debt
K1,822.40 Billion

Resource Mobilisation
K428.8 Million

Constituency Development
Fund (CDF) K210 Million

Constitution
Making Process

K44.2 Million

Grants to Local Authorities
K626.6 Million

Infrastructure in New Districts
K550 Million

Drugs and Medical Supplies
K738.7 Million

Medical  Infrastructure & 
Equipment

K312.3 Million

Health
K4,228.40 Billion

9.90% Education
K8,607.00 Billion

20.2%

• K100 million to undertake the National Land Audit 
and the National Titling Programme. 

• K44.2 million to commence the preparatory work 
towards the successful adoption of the new con-
stitution.

• K500 million for the Farmer Input Support Pro-
gramme to facilitate the provision of affordable 
crop and livestock inputs for our small-scale farm-
ers.

• K6.07 billion to the transport sector to construct, 
rehabilitate and maintain road, rail, water and air 
infrastructure. K5.13 billion of this is earmarked 
for the Link Zambia 8000 Programme, PAVE Zam-
bia 2000 project, the Lusaka 400 project and feeder 
roads in the rural areas.

• K339.8 million to recapitalise TAZARA and reha-
bilitate Zambia Railways Limited. 

• K8.61 billion or 20.2 percent of the Budget on edu-
cation. Out of this amount, K1.28 billion will go to-
wards the construction of education infrastructure 
which will include 53 new secondary schools and 
the upgrading of 220 basic schools into secondary 

schools. Government will also construct an addi-
tional 150 primary school classrooms in the rural 
areas with corresponding 150 teacher houses, by 
using the community mode method.

• K4.23 billion allocated on health services in 2014. 
Within this amount, K245.7 million is provided for 
the construction and rehabilitation of district hos-
pitals, health centres, training schools and the up-
grading of tertiary health care.

• K661.0 million has been allocated for housing and 
community amenities. Of this amount, K417.8 mil-
lion has been budgeted for the provision of safe 
water and sanitation in both rural and urban areas.

• proposal to increase revenue collections to over 21 
percent of GDP in 2014 and make the tax system 
fairer and simpler to administer.

• Change in the taxation of rental income by re-
ducing the withholding tax to 10% from 15% and 
make this a final tax. 

• Increase in the exempt threshold of Pay As You 
Earn by more than 36% from K2,200 to K3,000 per 
month and adjust the bands accordingly. 

Public Order and Safety
K2,121.40 Billion K42.6 BILLION

THE 2014
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for 2014

Highlights of The 2014 National Budget
The 2012, 2013 and 2014 
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Allocation
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Food Security Pack 
K50 Million

Defense
K2,744.30 Billion

6.4%
5%

2.8%

Roads Infrastructure 
K5,126.90 Billion

Source: Adapted by PMRC from 2014 Budget speech



22 | Wealth and Jobs Series

The process of human resource development can be spearheaded by 
Government through:

1. The establishment of a national planning unit which analyses industry 
needs and formulates a harmonized strategy for education and skills 
training to meet identified needs. Currently, each Ministry formulates its 
own strategy for training which fragments resources and detracts from a 
harmonized approach to meeting labour demands. 

2. Placing a higher premium on innovation, R&D and allocating sufficient 
funds to their development. 

3. Skills inventory that clearly identifies industry demands and provides a 
widely accessible, database on skills required. Interviews with the Ministry 
of Labour revealed that preparations for a skills survey had been made 
however, due to cut-backs on funding in the 2014 Budget, the survey may 
have to be postponed. This shows the need for greater prioritization of this 
activity in the budget.

4. Provision of budgetary support to facilitate design and implementation 
of planned curriculum. Interviews with TEVETA revealed that when an 
important skill or trade is identified, TEVETA consults industry experts 
in formulation of the curriculum through job analysis etc. This ‘planned 
curriculum’ should ideally minimize the possibility of skills/job mismatches. 
However the challenge is that due to budgetary constraints training institu-
tions may lack the lecturers, the material and equipment to implement the 
revised curriculum hence students continue to learn from outdated curric-
ula. This calls for increased funding to institutions, provision of equipment 
and a comprehensive plan which stipulates the number of staff required 
and projects future staffing needs then draws up a deliberate plan to train 
and equip the required numbers. In Chile, The National Council on Innova-

This mismatch stems from: 

Limited collaboration 
between tertiary 

institutions and industry

Limited apprenticeship 
and learnership programs 

by industry (TEVETA, 2013)

Inadequate funding 
limiting the extent 

to which high caliber 
teaching staff and quality 

teaching equipment can be 
secured
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tion and Competitiveness (NCIC) was created to implement the national 
strategy for setting up horizontal and vertical policies in pre-defined 
industry clusters with set goals and deadlines.  The NCIC had a strong 
focus on human resource development and used revenues from newly 
introduced mining royalty taxes to implement its strategies. Although the 
progamme had mixed results and faced challenges, it increased export 
products and markets.  

While Government plays a leading role, it is critical that the private sector 
participates in training programmes through internship programmes and liason 
with the Government in terms of communicating skills shortages. 

Countries such as Australia, New Zealand, Finland and Chile, which have 
succeeded in economic diversification invested in significantly in development 
of a skilled human capital base38. Innovation and Research and Development 
(R&D) were also highly prioritized in these countries. The National Council on 
Innovation and Competitiveness (NCIC) for instance, played a critical role in 
mapping out a national strategy for innovation and competitiveness in Chile 
and allocations to R&D increased over time39. On the contrary, Zambia does not 
have an innovation policy and funding to Research and Development activities 
remains inadequate40.

38 Varas, M. E. (2011). Economic Diversification: The Case of Chile . Revenue Watch Institute.
39 ibid, 2011
40 Technical Education, Vocational and Entrepreneurship Training Authority. Strategic Plan 2014-2016. Skills for 

Youth Empowerment. July 2013
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POLICY RECOMMENDATIONS

A number of key policy recommendations emerge out of the foregoing discussion. 
The first fundamental step is to analyse the mining value-chain and to identify 
all the viable entry points for linkage development. It would then be pertinent 
to formulate a comprehensive plan for linkage-development that cuts across all 
sectors and fully maximises benefits to each sector.

Specific recommendations include the 
following: 

• Promote holistic and multi-sectorial 
approaches to mineral development 
policy

• Maximise revenue collection from 
mining sector and institute windfall 
taxes 

• Ensure that funds from mining 
revenues are directed to projects 
with the highest economic return 
and greatest impact on social 
economic development

• Ensure that institutions are 
strengthened to allow for trans-
parent and accountable use of 
funds from the mining sector. The 
Extractive Industries Transparency 
Initiative (EITI) can complement 
this work, by sharing information 
about the tax revenue generated 
by the industry and encouraging 
accountability for the effective use 
of the proceeds.

• Establish and maintain reserve 
funds similar to Chile which would 
shield the country from the cyclical-
ity of copper prices

• Realign policies in favour of local 
manufacturing as opposed to impor-
tation. Also ensure that Zambians 
are encouraged to become manufac-
turers and not mere middlemen for 
imported goods.

• Ensure full enforcement of local 
content legislation such as giving 
preference to Zambians during 
recruitment processes and ensuring 
effective skills transfer.

• Develop an aggressive innova-
tion and competitiveness strategy 
which spearheads growth of 
the local industry and facilitates 
penetration of regional and global 
markets. This would require signifi-
cant investment into R&D.

• Increase funding to vocational and 
skills training and develop a current 
database which highlights skills 
required by industry to allow for 
realignment of tertiary curriculum 
with industry needs.

• Provide affordable financing to 
SMEs

• Undertake a manufacturing enter-
prise gap analysis to identify 
suppliers along mining chain. This 
will allow

• For analysis of their capacities 
and design of training activi-
ties to empower them

• Mining companies to know 
which suppliers are available

• Government to identify areas 
where incentives are needed 
to draw more players into the 
supply chain.
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CONCLUSION

The case of Zambia illustrates that the mining sector has, to some extent,  
contributed to inter-sectorial growth. However, existing linkages have not been 
sufficiently leveraged for broad based growth. Fiscal linkages are for instance 
critical but revenue collection and management of resources has not been 
optimized for the growth of other sectors. The case of Chile in use of fiscal 
linkages provides an important case for best practice with transferrable policy 
lessons. The critical importance of analysis of the procurement chains to ensure 
that local content is encouraged at each stage is also important for stronger 
backward linkages. 

However, it is observed that a disproportionate focus on local ownership often 
obscures the more important aspect of local production and manufacturing. 
Government also needs to foster local manufacturing by amending legislation 
and policies which favour importation at the expense of manufacturing. Lateral 
linkages are also pertinent for the development of all other linkages and thus 
must be supported. Education and skills development including investment in 
research and development are likewise critical for an industrialization strategy 
based on linkages. With political will and comprehensive policy strategies 
broad-based growth and wealth creation across various sectors can be attained 
for Zambia.
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