Neoclassical economic policies do not help poverty levels, instead they lower quality of living – Zambia proves 
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Neoliberal economic policies derived from neoclassical economic theory hypothesis that establishing markets and providing a laissez faire environment leads to increased productivity. This increase will yield increased incomes and raise the standard of living for all concerned. This implies that the solution to high levels of poverty and wide inequalities lies in increased economic growth. In the initial stages such growth may not be sufficient to wipe out inequalities pace but eventually with long term sustained growth such inequalities will disappear and poverty levels will fall.19 Application to Zambia Since 1991, Zambia has been implementing neoliberal economic policies following the election of right wing leaning government. The introduction of market reforms followed an economic crisis in the 1980s, growing out of an inefficient economic system, decline in copper prices and a protracted drought.20 The Zambian government instituted market oriented reforms that entailed reducing subsidies, privatizing government owned firms and liberalizing the trading environment. These reforms formed part of the so-called ‘Washington Consensus’ a raft of economic reforms sponsored by the World Bank, the IMF and the US Treasury. The goal was to replace State intervention in the economy and allow markets through the private sector to drive the economy. Zambia is one of the poorest countries in the world. 64% of its population lives below the poverty threshold while 51% live in extreme poverty.21 It is ranked 164 out of 182 countries on the Human Development Index.22 It is also considered to have high inequalities amongst its population23 Statistics show that Zambia has one the highest Gini coefficients in the world, with the latest figure standing at 50.824. The latest government review on the performance of the Fifth National Development Plan indicates that in 2006 the Gini coefficient representing income distribution was as high as 60.25 The transition to a market oriented economy took the form of structural adjustment programes (SAPs) in 1991. SAPs were intended to arrest a declining economy that had been in free fall since the mid 1970s. Market reforms will restore efficiency, stimulate growth and ultimately improve the quality of life of the Zambians. The introduction of market reforms was expected to lead to greater equity.26 At the time up to 71% of the population was classified as poor.27 In terms of poverty levels, a reduction from 71% to 64% was achieved between 1991 and 2009. However, in terms of inequality, Zambia remains a very unequal society. The 2006 Living Conditions Monitoring Survey shows that 50% of the population earns 15% of total national income while 10% of the population earns 48%.28 The implementation of neoliberal economic policies through SAPs did not immediately yield the kind of economic growth that would reduce poverty levels significantly. Even though Zambia achieved some stability following the introduction of a market economy and scored growth rates of around 5% over several years, nonetheless inequalities remain high as indicated by the Gini coefficient. The notion that growth will lead to poverty reduction and equity has not matched the neoclassical economy theory in the case of Zambia. The so called ‘trickle down’ effect has hardly touched the majority of Zambians. The prediction of neoclassical economic theory that the action of self-interested individuals pursuing maximum utility in a market system would lead to the improvement of the general welfare of a population29 has yet to produce improvements in the quality of life of Zambians. The expectation that high and sustainable growth will automatically translate into poverty reduction.30 has not occurred 20 years after neoliberal economic policies were introduced in Zambia. This link between poverty reduction and increased productivity is the preferred approach of the neoclassical economists.31 Poverty can be eliminated if market forces are unleashed to do what they do best, induce growth and the growth will culminate in more incomes for everyone concerned. This will translate into a more equitable society with ease access of the citizens of the country to the basic needs essential for survival. However the evidence in Zambia does not fit the theory. Surveys conducted by the Jesuit Centre for Theological Reflection (JCTR) since 1996 show that the cost of living for the majority of Zambians has been on a steady rise while the corresponding income levels have not risen to match the cost of living.32 The evidence adduced above supports the theory that neoclassical economic theory and its attendant neoliberal economic policies do not in all cases lead to sustainable development. Sustainable development in this sense is seen as enabling many more citizens of a country to enjoy a high quality of life. Neoliberal economic policies which further the free actions of market forces to spur on development have yet to show convincing evidence that the growth leads to equity. 
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