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1.0 INTRODUCTION 
The Zambia Chamber of Commerce and Industry held a virtual business forum on 10th 

September, 2020. This was an open forum and participants comprised local businesses 

including lending institutions, manufacturers and traders that are members of Chambers 

and associations. The objective of the forum was to create local business linkages to 

sustain businesses during and post COVID-19. Specifically, the forum sought to: 

 Create local supply linkages – Most consumer products in Zambia are imported. 

Creating local supply linkages would boost struggling businesses within the 

domestic economy. This entails businesses identifying what products they can 

supply with each other. 

This report further develops on the solutions suggested in the ZACCI Business forum. The 

report outlines a literature review, policy for creating linkages and policy 

recommendations.  

While it is generally accepted that SMEs are the backbone of the domestic economy, 

contributing to jobs and income and hence to poverty reduction, few Governments in 

developing countries have framed policies to enhance their growth or survival. It is easy 

to find statements of commitment to private sector development, but coherent and fully 

worked out policies developed in consultation with the private sector are generally 

absent.1 

This report details how policy in both the private and public realm is a prime factor 

holding back the development of linkages. Addressing this problem requires the closing 

of three sets of misalignments between policy and practice within the corporate sector, 

within the public sector, and between the public sector and other stakeholders involved 

in linkage development. In addition, specific policies need to be developed, monitored 

and implemented in relation to the three contextual drivers of linkages from the 

commodity sector skills and capabilities, infrastructure and policies towards ownership. 

 

 

                                                             
1 Lorraine Ruffing, Deepening development through business linkages united nations, New York and Geneva, 2006 
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CREATING LOCAL SUPPLY CHAIN LINKAGES 

Table 1: Creating Local Supply Linkages 

CHALLENGE SOLUTIONS 

Weak local supply linkages – Failure by 

local companies  to supply to other 

companies due to perceived low supply 

capacity and quality and  competition from 

imports 

 Create a profile of all products 

imported and produced in the country 

and strengthen links between 

suppliers and buyers. 

 Tailor policy on skills development to 

the domestic needs. 

 Revive and strengthen trade schools 

so as to develop prototype products 

that could then be produced at a 

competitive price. This entails 

identifying partners including 

Universities, trade schools, industry 

and sponsors. Lessons could be draw 

from Countries like South Africa on 

how to develop prototype products. 

 Manufacturers to engage trade schools 

to ensure they get the right skills they 

need. 

 Develop policy which encourages local 

participations by means of Joint 

Ventures. 

 Develop a Private Sector Development 

Plan linking to National Development 

Plans. 

 Shift in policy to promote local 

businesses. 
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2.0 LITERATURE 
This section discuses local linkages in the broader context of global dynamics and trade 

liberalisation. 

2.1 Global 
The strengthening of the industrial sector lies at the heart of the development agenda. 

The success of China and other emerging economies in expanding their manufacturing 

sectors and enhancing their economic growth rates over the past two decades is 

suggestive of the fruits to be obtained from this development path. However, the 

challenge facing many developing economies in promoting industrialisation in the 

modern era is a complex one. On the one hand, the foundations of the success of China 

and other newly emerging economies were built on decades of import substituting 

industrialisation2. This route to promoting industry is now heavily restricted by the 

trade-policy liberalisation which has accompanied deepening globalisation. On the other 

hand the export-intensive route which has underwritten the success of the first- and 

second-tier Asian economies is circumscribed for new entrants precisely because of the 

success of China and other successful exporting economies. Global markets for 

manufactures are now intensely competitive, making it not just very difficult for new 

entrants in external markets, but also in competing with imports in their domestic 

markets. 

Today the Global trend continues as the prevailing neoliberal economic policies have 

further stymied the development of linkages by focusing almost exclusively on promoting 

foreign investment for development and hoping that linkages occur spontaneously 

through ‘rational’ market forces. Neoliberalism, the modern rendition of neoclassical 

economics, advocates the retrenchment of the state and the promotion of free trade 

through which global economic efficiency will be heightened3. Structural adjustment 

policies, imposed upon countries in the global South through the debt crisis, embrace a 

                                                             
2 Commodities and Linkages: Meeting the Policy‟, Mike Morris, Raphael Kaplinsky, and David Kaplan, MMCP 
Discussion Paper No 14, University of Cape Town and Open University, October 2011. 
 
3 Iqbal, j. (1993), ‘Adjustment policies in practice: case study of Jamaica’, in S. Lalta and M. Freckleton (Eds), Caribbean 
Economic Development: The First Generation, Kingston, Ian Randle, n 47–67. 



5 | P a g e  
 

supply-side policy that includes devaluation4 of the currency to make export prices 

cheaper and trade liberalisation to increase efficiency and quality of domestic suppliers 

by allowing competition from imported products. While arguments can be made that 

imported products are cheaper and of better quality, they have often had the negative 

effect of driving local producers out of business, creating increased unemployment and a 

populace less able to afford such products, and foreign exchange leakages.  

Agricultural overproduction in the advanced industrial nations was due to 

technologically induced competition, protective policies, and the need to become 

vertically integrated for greater economies of scale5. To solve the crisis of 

overproduction, markets in other parts of the world needed to be accessed, which is 

precisely what neoliberal structural adjustment policies promote, furthering the 

internationalisation of the food system. 

Unequal power relations between the industrial economies of the North and the 

industrializing economies of the South allow for trade liberalization to be asymmetrically 

imposed; invariably, to the benefit of the former at the expense of the latter. Trade 

liberalization between nations/regions of comparable development levels is problematic 

by itself and is resisted by many industries and governments. Trade liberalization 

between nations/regions of incomparable development levels is even more problematic 

in that the more powerful can dictate the rules to their own advantage, such as forcing 

the less powerful to remove subsidies, tariff s, and other barriers to trade while retaining 

their own. 

2.2 Rural 
Rural farm/non-farm linkages are critical in shaping the impacts of policy and market 

changes on rural economies. In towns and villages, commodity and factor markets 

transmit the impacts of exogenous shocks from directly affected households to others in 

the local economy, creating local income multipliers. Market linkages between towns and 

villages then diffuse local impacts into larger economies such as regional ones, setting in 

motion income multipliers and local general-equilibrium feedbacks there, and possibly 

generating feedbacks to the village or town originally affected by the income shock. 

                                                             
4 Klak, t. (1998), ‘Thirteen theses on globalization and neoliberalism’, in T. Klak (ed.) Globalization and Neoliberalism: The 
Caribbean Context, Lanham, MD, Rowman and Littlefield Publishers, 3–23. 
5 Marsden, t. and little, j. (eds) (1990), Political, Social and Economic Perspectives on the International 
Food System, Aldershot, Avebury. 
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Understanding the nature of farm/non-farm growth 

linkages is a first step in designing policies and 

programmes to exploit these linkages and promote 

broad-based economic growth in least-developed 

countries (LDCs), and rural industrialization.6 

3.0 CREATING LINKAGES 
3.1 Policy for Creating Linkages  
A number of common factors are identified which will 

increase linkages beneficially and which lend 

themselves to policy intervention - the role of 

ownership, the nature and quality of infrastructure, the 

national system of innovation, spill over of skills to and 

from the commodities sector, linkages in regional 

economies and the nature and consistency of policies 

directed towards the commodities sectors. 

The nature of ownership affects linkage development. 

Lead-firms from different countries and selling into different countries appear to operate 

in different ways. Linkages from Chinese firms are particularly distinctive. In Zambia 

their investment expansion has been countercyclical, diminishing the harmful impact of 

market slowdown on suppliers. On the other hand they provide no support to their 

suppliers. 

Another major ownership factor is the differential role played by national and foreign 

suppliers and customers in the commodity value chains, as a general finding, there are 

strong pressures for local suppliers to be owned by nationals. This has resulted in a 

pervasive trend to conflate local value with local ownership. In some circumstances 

indigenisation of ownership has not only substituted for localisation of value added, but 

has even undermined the development of local linkages, as in the case of Zambia where 

the outsourcing of importation to “suitcase businessmen” has eroded the position of 

established local suppliers.  

                                                             
6 J. Edward Taylor and Antonio Yunez-Naude, Farm/non-farm linkages and agricultural supply response in Mexico: a village-
wide modelling perspective, Rome: Food and Agriculture Organization of the United Nations, 2002. 

There is a great need for both the 

broadening and deepening of 

linkages. Linkages are best affected 

where there is a coherent vision for 

linkage development, supported by 

joined-up policy instruments which 

embody both incentives and 

sanctions to foster linkage 

development. This applies to both 

firms and government. In turn these 

visions and policies need to be 

backed by appropriate skills, 

effective institutions and by the will 

to make a positive difference. There 

is a great deal of well-meaning lip 

service paid to the promotion of 

linkages in Zambia. However, our 

analysis has shown that this is 

seldom backed by appropriate 

actions, and it is this which explains 

the sub-optimal pace of linkage 

development. 

Broadening and 
deepening linkages 
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Infrastructure emerges as a significant contextual driver in the development of linkages. 

But it is not just hard infrastructure 8 which impedes linkage development, since the 

efficiency with which logistics operate also has a bearing on linkage development.  

Policy is critical as a contextual factor explaining the breadth and depth of linkages. It has 

pervasive impact not just in regard to the commodity sector itself, but on the contextual 

of ownership, skills and infrastructure. 

The gap between rhetoric and performance arises from a series of misalignments. First, 

within value chains, lead-firms often fail to back up their strategic commitment to 

broadening and deepening linkages with appropriate institutional structures. Secondly, 

there is a similar misalignment between governments‟ stated objectives on linkage 

development, and the institutions and structures which are available to promote linkage 

development. Too often government industrial policy is misdirected and hence 

constrained in being able to harvest „low hanging fruit‟ (for example, supplies which are 

either available locally at lower acquisition costs than imported supplies, or at costs 

which are close to the cost of imported supplies) and assist supplier firms to build their 

capabilities so as to enter lead commodity producers supply chains. 

Similarly, and particularly in the soft commodities sectors, there are missed 

opportunities on the processing side of resource extraction. In the most extreme cases, 

government confuses indigenisation with localised value added. Another area of policy 

misalignment is that support for linkage development is often the responsibility of the 

ministry which oversees the commodities sector rather than where it belongs, that is the 

ministry responsible for the development of industry and services relevant to the 

commodities sector. 
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Thirdly, a final area of misalignment is the pervasive 

failure of governments, lead-commodity firms and other 

actors in the commodity value chain to work together 

with suppliers and processors to build strong linkages. 

International experience suggests that this 

misalignment is perhaps the single most important 

factor constraining the further development of linkages. 

4.0 RECOMMENDATIONS 
4.1 Misalignments within the Corporate 

Sector, Government and between Public and 

Private Sector  
Linkage development is by definition about achieving 

optimal and best-fit alignment between the commodity 

producers and their current and potential suppliers and 

the processors of their output. It is about extending the 

scope of such alignment by growing the scale, range and 

depth of domestic capabilities. It is about putting into 

place visions, policies, strategies and implementation 

plans to bring about the systemic competitiveness of any 

particular commodity value chain. We observed a 

pervasive and serious misalignment between 

institutions, visions, policies, strategies, both within and 

between the private and public domains in African 

countries exploiting commodity advantage. These 

misalignments can be observed at a variety of levels: 

between various governmental policy initiatives, 

between different departments in government, between 

government policies and implementation initiatives, 

between corporate visions and their supply chain and 

customer development strategies, between corporate 

buyers and their procurement strategies, and finally 

between government and the private sector. 10 We start 

with the misalignments within the corporate sector. As 

In Zambia, Northern and South 

African copper mining companies 

engaged in both informal and formal 

types of cooperation with local 

suppliers. Informal cooperation, for 

example, targeted logistics: the 

mining companies contracted a 

transport and logistics company to 

carry goods to the mines, from few 

collection points. Suppliers only had 

to deliver the goods to the nearest 

collection point, located in the main 

Zambian towns and in South Africa. 

For smaller suppliers, with limited or 

no fleet, this arrangement enabled a 

reduction in transport costs and in 

lead times. Another important area 

for cooperation was the provision of 

Forward 

Purchasing Agreements (FPAs) and 

advance payments. Forward 

Purchasing Agreements tied buyers 

to purchase an agreed amount of 

goods or services from the supplier, 

for a relatively long-term. This 

relationship was based on reciprocal 

trust. Buyers had to trust that 

suppliers would meet short lead 

times, while suppliers had to trust 

that buyers would place orders as 

per agreed quantities. As one buyer 

put it, the contract had to be 

respected, to ensure that „you don’t 

kill your suppliers‟. This type of 

relationship was critical to sustain 

upgrading processes as suppliers 

used FPAs as a basis for investment. 

This, as well as advance payments, 

enabled suppliers to overcome 

constraints in accessing capital 

markets. 

One mine consistently assisted 

suppliers to develop internal quality 

assurance systems. Local suppliers 

were helped to identify and address 

bottlenecks in their quality 

management system, increasing 

their firm competitiveness. 

Supply Chain Commodity 
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is apparent from our previous analysis, in this era of globalisation significant power lies 

with the corporate drivers of the commodity value chain. If linkage alignment is not 

secured within the terrain where production and value is located, then government is 

severely constrained in its ability to secure the necessary cooperation between the 

various stakeholders to create a linkage based industrialisation path. 

4.2 Government policy to foster commodity linkage  
Many governments do not recognise the potential of the commodity sector for 

developing linkages and hence providing a platform for an industrial growth path. 

There remains an ingrained and institutionalised suspicion of the commodity 

sector in general and of the generally foreign-owned firms driving this sector in 

particular. Governments also tend to see the commodity sector primarily as a 

source of fiscal rents. Even where governments recognised the potential 

importance of the commodity sector for development, they often lack the political 

will and capacity to act. There are very few instances in Africa where government 

has developed a coherent industrial policy for the commodity sector to ensure an 

industrial growth path through the development of linkages to its oil fields, mines 

or plantations. This has often resulted in a vicious circle in which government 

policies reinforce the enclave nature of commodity extraction and then conclude 

that as a result of the absence of linkages, there is nothing which can be done to 

promote linkages. 

The linkage based growth path requires the development and articulation of an industrial 

policy based on this strategic direction. By industrial policy we refer broadly to the range 

of governmental policies that enhance manufacturing and service capabilities and 

provision.  

 Effective implementation of this policy will require a high-level “champion” within 

government with sufficient authority to ensure that the support necessary will be 

forthcoming from the relevant ministries and institutions of government.  

 Policy can only be effective if the institutional arrangements within government are 

strategically directed and appropriately aligned. Where there is a ministry 

responsible for business development, this ministry, as opposed to a department of 

energy and minerals should drive an industrial policy focused on developing 

backward and forward linkages to the commodity sector. Likewise if an investment 
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promotion agency has industrial development as part of its mandate then it must be 

able to implement strategies directed at suppliers in the commodity sector. Targeted 

and joined up government is an essential prerequisite for a successful linkage based 

industrial growth path. 

A linkage based industrial policy should have clear and detailed strategies and 

instruments directed at assisting firms engaged in backward and forward linkages to the 

commodity sector. These strategies should be aimed at assisting firms to harvest „low 

hanging fruit‟, to build capabilities, and to provide technical assistance to increase 

competitiveness of local suppliers. Strategies should specify clear and detailed 

programmes providing financial, human resource, technology, and training support. Lead 

commodity firms can also better pursue a supplier development path if they are able to 

link their suppliers and customers into well-developed government frameworks.  

 If government is to ensure that these policy instruments are effectively driven 

down through lower levels of the various departments and institutions 

responsible, as well as firms that are recipients of support, then they must 14 

incorporate clear incentives and sanctions to make them effective in meeting 

these goals.  

 If programmes are to have long term sustainability, mistakes rectified and success 

built on then they have to be accompanies by rigorous monitoring and evaluation 

procedures to identify failure and success. 

4.3 Public/private partnership to foster linkages  
A necessary condition for linkage development to occur is creating alignment between 

government and firms in the private sector (lead commodity producers, suppliers and 

forward linkage firms) with the aim of developing a common vision, formulating a 

consensual policy, constructing aligned strategies, and securing resources to support 

linkage development. Public/private sector alignment is hence more than formulating 

substantive policies simply within the public and the private sector. It is fundamentally 

an issue of building a strategic alliance and institutionalising the appropriate process to 

ensure a consensual coalition of visions, strategies, priorities, and plans between the 

public and the private sector. This would incorporate the following:  
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 Supporting institutional forums like the Zambia Private Sector Alliance in bringing 

together the key business and government stakeholders involved to drive common 

visions, strategies and implementation plans.  

 Creating priority in ZPSA forums to share information about government and corporate 

programmes to foster industrial linkages.  

 On the basis of shared information, to identify a step-by-step process which would 

create focused, prioritised and sequenced activities. The initial focus should be the 

identification of “low hanging fruit” and the steps to be taken to build dynamic 

capabilities of potential suppliers.  
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4.4 Action Matrix 
 

SOLUTIONS ACTIONS 

 Create a profile of all products 

imported and produced in the 

country and strengthen links 

between suppliers and buyers. 

 Tailor policy on skills development 

to the domestic needs. 

 Revive and strengthen trade schools 

so as to develop prototype products 

that could then be produced at a 

competitive price. This entails 

identifying partners including 

Universities, trade schools, industry 

and sponsors. Lessons could be draw 

from Countries like South Africa on 

how to develop prototype products. 

 Manufacturers to engage trade 

schools to ensure they get the right 

skills they need. 

 Develop policy which encourages 

local participations by means of 

Joint Ventures. 

 Develop a Private Sector 

Development Plan linking to 

National Development Plans. 

 Shift in policy to promote local 

businesses. 

 ZACCI profile on all major products 

imported done 

 ZACCI proactive advocacy in tailoring 

policy on skills development to 

domestic needs being done through 

various committees. 

 ZACCI in conjunction with UNZA 

developed the corporate graduate link 

as well as innovative hub support for 

prototypes at the University of Zambia  

 ZACCI conducting a skills gap survey to 

address the mismatch between 

Manufacturers and trade schools.  

 ZACCI continues to support the 

development of policy which 

encourages local participations by 

means of Joint Ventures. For example 

Gold mining 

 ZACCI to draft a Private Sector 

Development Plan linking to National 

Development Plans in conjunction 

with ZPSA.  

 ZACCI continues to advocate for the 

legislation of the Small; Industries 

Development Organisation, SIDA act 

1996 which promoted local business. 

 


