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The Zambia Tax Platform (ZTP) is a multi-stakeholder group that aims to promote 

new and sustained advocacy on tax, tax governance and administration, fiscal 

policy and governance issues in Zambia. ZTP carries its work in a simplified way 

that enables participation from various stakeholders. It is inclusive of a wide 

variety of voices with links to national, regional and international research and 

civil society networks. ZTP is housed at the Centre for Trade policy and 

development which serves as secretariat to the platform. 

ZTPZTP actively involves in economic issues around the nation. Issues around the 

current debt situation in Zambia, changes to mining legislation, calling for 

transparency in the utilization of public resources, fighting illicit financial flows 

among others. The platform has over 22 members from different civil society 

organisations as well as media, all coming together to take part in devising 

interventions that will ultimately lead to a developed Zambia.

TheThe Civil Society Poverty Observatory Group (CS-POG) is an alliance of over 50 

civil society organizations in Zambia working across all the ten (10) provinces. It 

seeks to exact greater accountability for poverty reduction efforts in Zambia 

and provide cutting edge policy alternatives on Zambia’s Poverty Reduction 

and Sustainable Development agenda, particularly as espoused in the 

country’s long-term vision and national development framework. 

TheThe CS-POG provides a platform for the strengthening and coordination of civil 

society efforts as a reference group for government on poverty and inequality 

reduction and sustainable development agenda. It seeks to heighten public 

policy engagement with Government on these and other issues of public 

interest.  The CS-POG also exists as a mechanism to foster the establishment of a 

national poverty reduction policy and institutional framework that responds to 

Zambia’s commitment to the Southern African Development Community 

(SADC) Regional Indicative Strategic Development Plan (RISDP).(SADC) Regional Indicative Strategic Development Plan (RISDP).

ABOUT THE CIVIL SOCIETY POVERTY OBSERVATORY
GROUP (CSPOG)

ABOUT ZAMBIA TAX PLATFORM
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Guided by the principles and values of: Partnership; Transparency; 

Accountability; Participation; Respect; Trust and Good Governance; the 

CS-POG believes that a Zambia free of poverty and inequality is possible. And 

that all Zambians can live a dignified life if the right policy choices are made by 

those charged with the responsibility for governance and if the general citizenry 

exacts a greater level of accountability from their leaders on the poverty 

alleviation and inequality agenda in Zambia.
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A number of significant changes have been observed in the 2020 national 

budget. The size of the total national budget has increased by 22 percent from 

K86.8 billion in 2019 to K106 billion in 2020.The target set out for domestic 

revenue mobilization has increased by 14.4% (from K47 billion in 2019 to K53.8 

billion in 2020). This target, Non- tax revenues are projected at K18.2 billion in 

2020 from K9.1 billion in 2019, a 100 percent increase in target.

PerhapsPerhaps a more distinguished part of the proposed budget is the new theme it 

adopts. Government has changed the theme “Delivering Fiscal Consolidation 

for sustainable and inclusive growth” and will implement the 2020 national 

budget under the new theme “Focusing National priorities towards stimulating 

the domestic economy”. The new theme is somewhat a deviant from the 

previous two themes considering that even the 2017 theme, “Restoring Fiscal 

Fitness for sustained inclusive growth and Development” did prioritize improving 

thethe fiscal consolidation in the economy. The new theme looks at a whole new 

angle in that the primary focus is that of stimulating the domestic economy 

amid the current economic challenges that the nation is facing.

An account of the current economic challenges was given in the 2020 national 

budget speech in which government attributes the adverse climatic conditions 

(poor rainfall that has affected both the agricultural sector and electricity 

supply) and factors like low copper outputs and prices on the international 

market arising from a fall in global demand for the commodity. In addition, 

government acknowledge that the debt situation has worsened the economic 

performance as liquidity tightens due to debt servicing while the private sector 

strugglesstruggles as domestic borrowing increases. In reality, the current economic 

challenges cannot be blamed entirely on external factors. Growth has been 

subdued due to poor economic management (inadequate policies and 

strategies to accelerate economic growth) and of course partly due to climate 

change effects.

EXECUTIVE SUMMARY
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None the less, the challenges are real and must be quickly addressed if 

economic integrity is to be restored and if the majority of people are to be lifted 

from poverty especially in the rural areas where it is more profound. The Zambia 

Tax Platform (ZTP) and the Civil Society Poverty Observatory group (CSPOG) are 

of the view that government should have continued with the budget theme of 

fiscal consolidation which is yet to be actualized in stimulating the domestic 

economy. This paper has made some recommendations based on the views 

brought out;brought out;

1. Government should show commitments to reaching its international 

agreements on minimum funding to the agriculture, education and health 

sectors. This is an investment that will increase productivity in the future.

2. Government should consider increasing reserves in the sinking fund as the 

current state of funds does not reflect the purpose for which the funds are 

earmarked for, i.e. debt repayment. The Sinking fund should also be managed 

by an independent Fund manager to safeguard the money and promote 

accountability.

3. Government should stimulate the domestic economy by dismantling a 

significant portion of the domestic arrears about 40 percent of the total arrears.

4.4. Government should reduce spending on Public order and Defense. Funding 

to these sectors have been increasing in the last three years without clear 

explanations.
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Growth of the Zambian Economy has slowly been declining over the years. This 

year, the growth rate is focused to close at only 2 percent. This is a significant 

drop compared to the average growth rates of 6 percent that were observed 

between 2010 and 2015 and will be one of the lowest growth rates attained in 

the past 20 years. A number of economic factors and indicators can be 

compared and contrasted for the current year and the previous year 2019 to 

highlight the significant changes that can be observed.

THE CURRENT MACROECONOMIC ENVIRONMENT
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A comparison of selected economic indicators for 2019 and 2018
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As can be seen from the figure above, economic growth is expected to reduce 

to 2 percent this year from 3.7 percent last year. Drought on agricultural 

production, electricity shortages and escalating debt levels have all worsened 

economic performance.

ExternalExternal debt levels by end of August, 2019 had increased to US$ 10.23 billion 

from US$ 10.05 billion in2018. Domestic debt measured by Government securities 

increased by K2.4 billion to K60. 7 billion in 2019 from K58. 3 billion in 2018. The rise 

in domestic borrowing has contributed to the rising commercial bank lending 

rates to the private sector by 3 percent this year from 23 percent in 2018 to 26 

percent in 2019. In addition, the private sector has been hit by the rising 

government arrears which currently stand at K20.2 billion making it hard for the 

sector to thrive as liquidity falls short.sector to thrive as liquidity falls short.

In the mining sector, both copper prices and output have reduced this year and 

consequently, copper exports reduced by 22 percent by August this year 

compared to 2019. Consequently, total export earnings have also reduced by 

14.7 percent this year from US$4.6 in 2018 to the current US$4 billion. 

Nontraditional exports have however seen an increase of 17.2 percent on 

account of higher exports of; gemstones, cement, lime, sulphuric acid and 

sugar (2020 national budget speech).

TheThe country’s foreign exchange reserves have reduced to only US$ 1.4 billion on 

account of increased interest payments on external debt. This has accelerated 

the depreciation of the Kwacha against the US dollar and further contributed 

the rising inflation rates which breached the Bank of Zambia target in 

September this year. A fall in investor confidence has also contributed to the 

kwacha depreciating.
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The 2020 national budget sets out five (5) macroeconomic targets for the year 

2020. An observable aspect of this budget in terms of the macroeconomic 

targets it sets is that they are less than the previous budget’s targets albeit more 

realistic. 

GDPGDP growth target has been reduced to at least 3 percent from 4 percent 

having realized a lower growth rate this year. Although low, the GDP growth 

target is realistic in the current situation. However, growth is achieved through 

implementation of right policies and hence there still must be government 

commitment to achieve even the 3 percent set target.

TheThe inflation target has been maintained between 6 percent and 8 percent. 

However, inflation will be difficult to manage if the agriculture sector policies will 

not be properly managed. Also the energy challenges and if the kwacha 

continues to depreciate, inflation will breach the upper target. Government has 

also reduced the target of the minimum amount of foreign exchange from at 

least 3 months of import cover to at least 2.5 months. There is need for a 

practical strategy to achieve the 2.5 months import cover for foreign reserves.

DEALING WITH ECONOMIC CHALLENGES:
Have we learnt from the past?  
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The target for domestic revenue mobilization has also been adjusted. In 2020, 

government targets to collect revenues of about 22% of GDP. Considering the 

performance and also that the Zambia Revenue Authority has always met its 

target of revenue collection in recent years, the target looks achievable. 

However, this strategy may lead to increased taxes. Fiscal deficit target has also 

been reduced from 6.5 percent of GDP to 5.5 percent of GDP. This is unlikely to 

be tenable due to economic slowdown.

InIn his budget speech delivered to parliament, the Minister of Finance Dr. Bwalya 

Ng’andu stressed out that the fiscal space for 2020 would require resources to 

be refocused on priority areas to achieve, in his own words “more with less”. The 

2020 national budget has grown in size by 22 percent from K86.8 billion in 2019 

to K106 billion for the year 2020. This increase in size of the budget appears to 

contradict the spirit of doing more with less as alluded by the Minister.

InIn addition, the areas which are receiving most of the money in terms of 

allocation are; debt servicing, infrastructure building and government 

administration. There is also a worrying trend of increases in the allocations to 

defense and public safety and order while a smaller amount is directed to areas 

that are key to citizen’s socio economic wellbeing. Allocations to critical social 

sectors such as health, education and social protection are reducing. 

Government needs to provide proper explanations why this is so.

BUDGET ALLOCATION AND REVENUE PROJECTIONS:
The need for a priority shift!
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Source: developed by author

Allocations towards social sectors as a share of the total national budget have 

reduced, and that to education has additionally reduced compared to 2019 

allocation. There is need to work towards the international and regional 

protocols’ minimum thresholds in these key areas.

WeWe notice with concern that despite the noticeable effects of climate change, 

there is a reduction in environmental protection allocation. A climate change 

assessment that will focus on sectorial policies must be instituted. 

AA number of policies and tax changes have been made in the 2020 national 

budget. Within the tax policies, government’s decision to maintain the Value 

Added Tax against the reintroduction of Sales Tax is commendable. This will help 

prevent inflationary pressures arising from the cascading effect of sales tax as 

well as reduced revenue collection. It is good that the VAT system is being 

strengthened, but there should be caution with the VAT measures for the mining 

system so as not to hurt the industry, currently at lower output levels.

POLICY CHANGES AND TAX CHANGES:
Is the optimism justifiable? 

Figure 2: A comparison of some main budget items in the 2019 and
2020 national budget.
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Specific excise duty rate on cigarettes was increased from K240 per mille to K265 

per mille. The tobacco industry is one industry that can bring more revenues and 

seeing that tobacco is a health hazard, increasing such a tax is positive. Another 

change made is the increase on carbon tax by 20 percent on all motor vehicles 

entering the country. This is a move aimed at addressing climate change. 

However, Government has been collecting carbon tax for many years now and 

how the money is used has not been clearly indicated. This calls for 

transparencytransparency and accountability regarding carbon tax revenue used for 

climate change mitigation.

A sectoral analysis of the policy and tax changes set out in the 2020 national 

budget is given below;

Sector Analysis of the 2020 National Budget - Tax and Policy changes
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This paper sought to provide a perspective of how two networks- ZTP and 

CSPOG analyzed the 2020 national budget. It draws on the expertise of 

individual organizations that are part of the networks and have vast experience 

in different fields.

TheThe 2020 national budget attempts to address the country’s economic 

challenges by stimulating the domestic economy. As the 2020 national budget 

increases by 22 percent from the 2019 national budget, the country is likely to 

continue facing the same challenges. This is so because amid a huge debt bill 

which has continued to negatively impact on the economic performance, the 

more resources are diverted to debt servicing, the lesser are resources 

allocated to critical sector of the economy.

TheThe following recommendations have been made in light of the issues 

highlighted and the arguments raised;

(5). Government should show commitments to reaching its international 
agreements on minimum funding to the agriculture, education and health 
sectors. This is an investment that will increase productivity in the future.

(6).(6). Government should consider increasing reserves in the sinking fund as the 
current state of funds does not reflect the purpose for which the funds are 
earmarked for, i.e. debt repayment. The Sinking fund should also be managed 
by an independent Fund manager to safeguard the money and promote 
accountability.

(7). Government should stimulate the domestic economy by dismantling a 
significant portion of the domestic arrears about 40 percent of the total arrears.

(8).(8). Government should reduce spending on Public order and Defense. Funding 
to these sectors have been increasing in the last three years without clear 
explanations.

POLICY RECOMMENDATIONS AND CONCLUSIONS
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