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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 Zambia Tax Platform (ZTP) would like to thank its member organizations for 

their valuable efforts in the development of this paper. Our sincere appreciation 

goes to the following organizations; ACTION AID ZAMBIA, OXFAM, CUTS, KIVU 

and ACA for taking active lead in the development of this paper. Special thanks 

to the ZTP secretariat at the Centre for Trade Policy and Development (CTPD) for 

the support and coordination.
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Years of over-borrowing has left the economy on a knife-edge as debt 

accumulation shows no sign of stopping. External debt as at end of second 

quarter 2019 had increased by 0.5 percent to US$ 10.23 billion from US$ 10.18 

billion at the end of first quarter (MOF, 2019). Domestic debt only captured as 

securities and bonds was at K60.7 billion by end of August from the end of March 

position of K58.3 billion( MOF, 2019).

DebtDebt service costs have risen to 1 in every 3 Kwacha spent by government (as 

outlined in the 2020 budget), which is squeezing out other government spending 

and severely limiting government’s ability to respond to shocks, protect the 

currency or stimulate growth. The rate of inflation is increasing, putting pressure 

on households to meet basic living costs, whilst growth is declining and limiting 

the economic opportunities available.  The economy has become vulnerable. 

Last year, real GDP growth in Zambia slowed to 3.1% from 4% in 2017, compared 

to average growth rates of 6% observed between 2010- 2015. to average growth rates of 6% observed between 2010- 2015. 

The IMF has projected a further slowdown in growth to 2 percent in 2019, 

identifying the impact of the drought on agricultural production, as well as 

longer-term pressure of domestic arrears on the private sector as contributing 

factors. Economic slowdown is caused by a number of factors; global 

uncertainty, monetary tightening in the USA and poor rains all affect Zambia to 

differing extents. However, these factors are exacerbating the true problem – 

debt – which lies at the heart of the country’s economic malaise. Zambia risks 

enteringentering a spiral in which the economy increasingly underperforms and debt 

levels become increasingly unsustainable. Recent trends suggest that while the 

economy has not yet entered this stage, it is precarious.

High debt levels have hit the engine of growth, the private sector. Government 

arrears of K20.2 billion (excluding VAT refunds) have reduced liquidity 

throughout the private sector, while government borrowing on the domestic 

market has crowded out the necessary access to finance for businesses to 

expand.

EXECUTIVE SUMMARY
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A fall in investor confidence has caused the kwacha to depreciate, reaching a low 

of 13.8 to the US dollar in May this year. This, alongside higher food, fuel and 

electricity prices has contributed to higher inflation which closed at 9.3 % in August 

this year 2019- increasing the cost of doing business and reducing consumer 

purchasing power, holding back growth and squeezing ordinary citizens.   

DebtDebt has limited government’s ability to address this slowdown. Payments on 

external debt have drained foreign exchange reserves to only 1.7 months import 

cover, about US$ 1.4 billion, half the recommended amount (ADB, 2019 & Bank of 

Zambia, 2019), meaning that the Bank of Zambia has limited room to stabilize the 

kwacha. In the second quarter of 2019, government spent K4, 185 million on interest 

payments for both external and domestic debt, 40.7 percent in excess of the K2, 

912 million target for the quarter (MOF, 2019). The rise in payments was mainly on 

accountaccount of huge interest payments on external debt due to the depreciation of 

the Kwacha. These payments, budgeted at a quarter of public expenditure, mean 

that government cannot invest in the economy by dismantling arrears, developing 

infrastructure and spending on services – or protect citizens from the harmful 

impact of the slowdown through social protection schemes like the cash transfer 

programme.

Domestic businesses and foreign investors are demonstrating that they are fearful 

for the prospects of the economy, particularly the government’s willingness to 

address debt levels and put the country on a sustainable path. Confidence is 

waning and job- and revenue-creating investments cancelled or deferred: this is 

demonstrated in the yield on Zambian Eurobonds (which price the confidence that 

investors have that the country will pay off its debts), which have risen to an 

average of 18.3% on the three Eurobonds for the ended second quarter 2019 (MOF, 

2019)2019)

Ordinary Zambians are struggling – and will continue to – unless government takes 

action. Price rises, stagnant wages and even job losses will see Zambians squeezed. 

Poverty reduction will stagnate. And an economy on the brink is liable to collapse, 

for example if copper prices fell, causing suffering throughout the population.
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This year, we have seen a number of challenges affecting the country- which are 

largely unresolved. We foresee a continued debt burden, load shedding and the 

risk of falling copper production. There is no clear plan to address debt levels and 

resuscitate the economy. Things will get worse before they get better with 

demonstrable effects on poverty levels resulting from the foreseen debt traps. 

Government needs to take action now. The situation needs urgent attention and 

the state must quickly intervene with corrective measures to put the economy 

backback on track and rebuild investor confidence in the country. This paper makes 

several key recommendations on public finance and important changes in other 

sectors. Part of the recommendations are;

The Government of Zambia (GRZ) needs urgently address the debt situation. This 

means: developing and implementing a credible debt management plan; 

prioritizing regulatory reforms to increase oversight and improve effectiveness of 

debt contraction, and; implementing genuine austerity measures.

Government needs to support private sector to be resilient to the current tough 

economic conditions. This means being transparent and consistent about policy 

reforms and provide certainty over the medium term. It is also crucial that the 

government priorities paying arrears to domestic businesses to reduce the 

knock-on impact to the economy.

The government needs to address, remove barriers and unlock opportunities for the 

private sector in key sectors:

•• ENERGY:  The private sector needs reliable access to power to operate 

effectively. The Ministry of Energy needs to develop a strategic plan for increasing 

and diversifying power capacity in the country through investment in IPPs. ZESCO 

needs substantial reforms to improve efficiency, starting with the completion and 

publication of a full Cost of Service Study to ensure that consumers are paying for 

the true cost of producing electricity. 
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• AGRICULTURE:  Needs to reduce expenditure and crowd-in the private sector. This 

includes; specific reforms to support Private Sector participation in agriculture 

commodity marketing such Zambia Commodity Exchange (ZAMACE); enacting 

the Agricultural Marketing Act to facilitate an efficient private sector driven 

agricultural marketing system in the country by outlining government’s role in the 

maize, fertilizer, seed, crops and livestock markets; putting in place a predictable 

open border policy which will enable to reach regional markets and fulfil its 

potential as a breadbasket; and full rollout of the e-voucher programme.  potential as a breadbasket; and full rollout of the e-voucher programme.  

 

• MINING:  GRZ needs to improve its relationship with the mining sector to create a 

win-win scenario through which government promotes production and further 

investment so that the country continues to earn revenue and valuable foreign 

exchange. We urge government to resolve the stand-off with Vedanta over KCM 

as production at the mine has stopped and the government is incurring costs to 

maintain the mine; and engage in constructive dialogue with the mines over tax 

policy, particularly the introduction of the sale tax. This engagement should be 

coupledcoupled with efforts to improve tax revenues through better compliance and 

increase domestic participation in the mining value chain.
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Zambia’s debt situation has left the country on a knife-edge, with arrears 

reducing liquidity across the economy while high interest rates are crowding-out 

private sector borrowing. Fiscal consolidation still appears to be an illusion. The 

government’s lack of concerted plan on debt management continues to 

impact the country’s foreign exchange reserves as more interest payments are 

made. The country has been left vulnerable to exogenous shocks, such as 

drought, especially that it faces upcoming due principal repayments of its loans 

with no visible plan of paying back.  with no visible plan of paying back.  

This paper explores the current state of the economy and challenges facing 

Zambia; the impact that rising debt levels are having on the economy; possible 

solutions for addressing these challenges; the role of the private sector, and an 

in depth look at three of Zambia’s key sectors: energy, agriculture and mining.        

As a range of interest groups representing ordinary citizens, businesses, 

consumers, young people, women and the elderly and ordinary citizens in 

general, we are concerned with recent developments in the economy and their 

effect on poverty as we witness the cost of living rising while businesses falter. 

We call on government to urgently address the country’s challenges in order to 

restore investor confidence in the country, mitigate against inflation and 

promote private sector-led growth.

TheThe Zambian economy is facing a complex set of challenges. In 2018 real GDP 

growth slowed to 3.1% from 4% in 2017. The IMF have projected a further 

slowdown in growth to 2 percent in 2019 due to the impact of the drought on 

agricultural production. The contribution of the agriculture sector to GDP in 

Zambia has been declining (IAPRI, 2018). Dry weather has reduced electricity 

generation causing intermittent power shortages, and ZESCO has initiated a 

load-shedding schedule with the growing risk it may need to import emergency 

power.power. Inflation is rising, recorded at 89.3% at end-August 2019, breaching the 

Bank of Zambia target of 6-8%. Prices will continue to rise as inflation is expected 

to breach 10% by the end of this year.

CURRENT ECONOMIC CONTEXT

INTRODUCTION
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In 2018 the fiscal deficit was 7.5% of GDP. In 2019, the deficit is projected to meet 

projections of 6.5%, largely due to huge underspends in social spending. The 

2020 budget targets a deficit of 5.5%. Comparatively, during 2005-2012, the 

fiscal deficit averaged 2.7% GDP per annum. This weakened in 2014 to 6.5% of 

GDP and has since averaged at about 7.3% since then.

Figure: Fiscal Deficit as % of GDP, 2005 - 2019

ZambiaZambia has been borrowing heavily to fund expenditure. Years of borrowing on 

short-term plans with little return on investment has left Zambia with a level of 

public debt that threatens to topple the country into a full-blown economic 

crisis. Currently, the Ministry of Finance indicates that Zambia’s current external 

debt stands at about 10.23 rising levels of public debt, especially external debt, 

has raised concerns about Zambia’s debt sustainability. This is because of the 

exponential increase of the debt with external debt which sat at $4.75 billion 5 

yearsyears ago and only $1.7 billion USD in 2010. In 2017 the IMF down-graded Zambia 

from moderate to high risk of debt distress, concluding that Zambia faces a high 

risk of external debt distress, and heightened vulnerabilities on total public debt.
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High debt levels have left Government short of cash and unable to meet its 

obligations. By the end of last year, arrears had risen to 20.2bn Kwacha. The impact of 

delayed payments on the private sector can be critical; local companies’ cash flows 

are hit hard, which can lead to delayed wage payments and postponed investments, 

reducing the private sector’s contribution to GDP growth. Government arrears to 

suppliers and public sector salaried workers are a drag on firms and on consumption. 

GivenGiven the lack of resources, money spent on interest payments is not available to 

spend in other areas such as health, education, social protection and capital projects. 

Government is unable to expand its spending on programmes that promote growth 

and protect the poorest in society. In the 2019 budget, spending on debt service 

payments increased by 7.1% whereas the budgetary allocation to education, health 

and social protection all reduced by 0.8%, 0.2% and 0.7% respectively.  The projected 

outturn for 2019 is expected to be worse for these areas given underspends in the first 

half of the year. half of the year. 

High levels of domestic borrowing have reduced access to finance for domestic 

companies. This means Zambian businesses find it harder to borrow money, particularly 

small businesses, of which only a small portion can successfully access finance. Both 

these scenarios lead to a reduction in jobs and growth. According to BOZ in a 

Monetary Policy rate statement in May this year, domestic credit to private enterprises 

recovered by 5% in Q1 2019, against a contraction of 4.6% in the previous quarter. This 

is as domestic credit to government fell. Contraction of credit is a serious risk to private 

sector-ledsector-led growth: smaller businesses will find it increasingly hard to obtain the finance 

they need to expand, or even to cover themselves during periods of negative cash 

flow, while larger businesses find it harder to raise funds for major investment projects. 

This could mean they are unable expand, or that they cannot continue to operate, 

which is a particular problem if they face payment arrears. As the economy contracts 

and access to finance narrows, companies risk being forced to make redundancies. A 

weak economy combined with a credit squeeze means less demand for companies 

servicesservices and products. Ultimately this means many companies risk being forced to 

downsize and lay off workers. Unemployment rate in Zambia in 2018 was 12.5%, up 

from 7.4% in 2014. Youth unemployment rate was higher at 17.6% (CSO, 2018).

Crowding out the private sector 

Liquidity challenge
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As external investor confidence waivers, investors are driving up interest rates, 

increasing the cost of important drivers of economic expansion, such as infrastructure, 

business growth and business loans. Borrowing at reasonable cost depends on the 

lender’s perception of the borrower’s ability to repay. The considerations include the 

credibility of a government’s macroeconomic framework, the integrity of state 

institutions, the political environment and the country’s economic growth prospects. 

This is captured in sovereign credit ratings. Zambia’s credit rating has been consistently 

downgradeddowngraded amid concerns about the country’s high fiscal deficits, fast debt 

accumulation, as well as continued uncertainty about the government’s commitment 

to consolidate public finances.

The government’s failure to reach a loan agreement with the IMF has unnerved 

investors who fear an external debt default which would lead to capital outflows. This 

is reflected in the yield on Zambian Eurobonds which has risen from 7% in February, 

2018to 16% in early 2019.

As Zambia’s debt situation reaches unsustainable levels, investors have lost 

confidence and begun to sell Zambian assets. Demand for the Kwacha has fallen, 

causing the Kwacha to depreciate. As the currency depreciates, Zambia’s external 

debt burden rises. Imported goods like fuel are becoming much more expensive due 

to the depreciation. A sharp weakening of the Kwacha in early 2019 translated to a 

rise in prices of goods. The low foreign exchange reserves make Zambia even more 

vulnerable to shocks. Zambia’s precarious external liquidity position and the 

challengeschallenges it will face in servicing hard-currency debts falling due in 2019 will heighten 

expectations of devaluation and constrain the availability of funding.

External debt obligations combined with lack of demand for the Kwacha has led to a 

foreign exchange shortage. International reserves are low and falling, providing only 

1.7 months of import cover, compared to the recommended 3 months cover.  There is 

a growing risk of hard currency shortages for business given Zambia’s import 

dependency.

Depreciation of the Kwacha and Foreign Exchange
Shortage

Falling Investor Confidence 
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The impacts of Zambia’s high debt levels can already be felt across the economy. 

Zambia is at risk of a debt spiral: the kwacha continues to depreciate, growth is slowing 

and there is little demonstration of genuine austerity measures or a reduction in the 

accumulation of debt. Investors are losing confidence so it is harder for Zambia to 

cover its deficit. Interest rates are rising, Zambia is taking on more expensive debt, and 

increasing the budgetary burden of debt servicing costs. There is no demand for 

treasury bills and bond yields are increasing. There is an urgent need for GRZ to act 

now:now: Zambia needs to send a strong signal to the markets to break this cycle in the 

immediate term. This is not business as usual. GRZ needs to:

DEVELOP AND IMPLEMENT A CREDIBLE DEBT MANAGEMENT PLAN 
Recent history is scattered with unfulfilled promises on Zambia’s economic 
development. The Zambia Plus programme, which focused on dismantling arrears; 
ensuring that the country remains within sustainable debt levels; and pursuing 
necessary structural reforms while implementing an effective social safety net, was to 
be implemented over a period of three years from 2017 to 2019. The MTEF release in 
2018 also had a debt focus, including postponement of the contraction of some 
pipeline debt, cancelation of some of the contracted loans that are yet to be 
disbursed,disbursed, refinancing of selected bilateral loans and cessation of the issuance of 
guarantees and letters of credit. Further austerity measures were announced in June 
2018 and re-iterated in 2019 by the Minister of Finance reflect the intent by 
Government to reduce expenditure.

However, measures announced both in Zambia Plus and the MTEF, and additional 
commitments from the MOF have not been effectively implemented to date. There is 
a distinct lack of quantifiable projected gains and intended application of savings 
and regular reporting on progress. Additionally, anticipated saving in social sectors 
have been negated by continued over-expenditure in other areas such as defense, 
public order and agricultural subsidies. 

GRZGRZ needs to take substantial action on debt, beyond the ambition of previous 
strategies. There is a need to renew the Zambia Plus and develop a new fiscal 
framework with clear indicators for progress reporting that represents a more ambitious 
fiscal consolidation effort for the medium term. This includes setting out clear plans for 
how spending cuts and tax raises will be used to manage the deficit, both through the 
budget and the medium-term expenditure framework (MTEF).
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PRIORITISE THE IMPLEMENTATION OF REGULATORY REFORMS 
ReformsReforms in public finance management have been piece meal. The recent 
enactment of the Public Finance Management Act is a commendable effort by 
Government to improve management of public funds and stimulate growth, however, 
in its present reading, the Act presupposes that key and complementary pieces of 
legislation have been put in place. These include the revised Loans and Guarantees 
Act, the Planning and Budgeting Act and the revised Public Procurement Act. Lack of 
progress in these areas accounts for significant challenges in the mismanagement of 
publicpublic funds today. If implemented, these reforms would serve to promote budget 
integrity through enhanced Parliamentary oversight and involvement in budget 
formulation, budget execution monitoring and establish mechanisms for quality and 
timely engagement of citizens and stakeholders, strengthen the internal audit and 
respect integrity and independence of oversight institutions, and increase scrutiny and 
ensure due process on spending decisions. In the recent cabinet statement, GRZ 
acknowledged previous delays in implementing such commitments, and announced 
thethe following procedures to prevent further inaction: ministers to be allocated tasks 
and associated timelines to ensure effective implementation; and the implementation 
of measures and adherence to deadlines will be monitored by the Ministry of Finance 
and Cabinet Office for report back to Cabinet.

TURN COMMITMENTS INTO ACTION 
Government must move away from mere promises and start actualizing its 
commitments starting with implementing cabinet statement and reporting publicly on 
progress; Indefinitely postpone the contraction of all new non-concessional loans; 
Cancel some signed but undisbursed loans; Reduce the budget deficit; Dismantling of 
domestic arrears, and halting the accumulation of new arrears.

GovernmentGovernment must also avail to the nation, the debt sustainability analysis providing 
clarity on the pipeline of debt to enable an open conversation about the impacts of 
debt on Zambia. In the same light, Government must also take credible steps to cut 
the fiscal deficit, reduce debt and eliminate arrears starting with taking  tough 
decisions on public spending and taxes in the 2020 budget.
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The private sector has always been identified as a key player to the growth of the 

economy: it is an important source of government revenues and the creation of 

employment in the country. The private sector, however, is finding it hard to thrive in 

the economy due to the current conditions. Debt has made business environment 

difficult. In 2018, foreign direct investment dropped to US$ 0.5 billion from US$1.2 billion 

in 2017 (Bank of America Merrill Lynch report). Business confidence has also been 

falling in the country.

TheThe current trends are worrying. Costs of production in the country has also been rising 

due to exchange rate depreciation. On the other hand, access to credit is expected 

to be harder owing to the increase in the BOZ monetary policy rate intended to fight 

inflation. GRZ needs to support private sector to be resilient the current tough 

economic conditions. This means being transparent and consistent about policy 

reforms and provide certainty over the medium term. The abandoning of sales tax was 

a step in the right direction. 

ByBy the end of last year, arrears had risen to 20.2bn Kwacha. The impact of delayed 

payments on the private sector can be critical; local companies’ cash flows are hit 

hard, which can lead to delayed wage payments and postponed investments, 

reducing the private sector’s contribution to GDP growth. It is also crucial that the 

government priorities paying arrears to domestic businesses to reduce the knock-on 

impact to the economy.

WeWe have identified the key subsectors which are weakening the economy and pose 

real risks to the sustainability of Zambia’s debt levels. Some of these are consequences 

of external factors but all are inextricable from Zambia’s debt, which reduces 

government’s scope to respond and amplifies their impact on the economy. None of 

them can be addressed without concerted action to tackle Zambia’s debt position.

THE BUSINESS ENVIRONMENT
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Power generation is the backbone of the economy. Electricity demand in Zambia has 

been growing at an average rate of 3 percent per year mainly due to a growing 

population and increased economic activity in the country especially in the 

agriculture, manufacturing and mining sectors, and outstripping development in 

energy generation. This year, poor rains have meant that on June 1st 2019 ZESCO 

commenced load shedding again due to the drop in water levels at Kariba dam, 

Itezhi tezhi and Kafue gorge. 

TheThe experience of load shedding in 2015 demonstrates the risk that energy shortfalls 

pose to the economy. The drought that year led to low water levels in the country’s 

main hydropower reservoirs electricity generation dropped significantly leading to 

nationwide load shedding of up to 12 hours per day. The economic impact was severe 

with key economic sectors such as mining, manufacturing and agricultural scaling 

down production and employment and economic losses were equivalent to around 

20% of GDP (PMRC, 2018). In October 2019, loadshedding reached up to 15 hours per 

day.day.

Zambia’s debt situation has weakened the economy and the government’s ability to 

respond to external shocks such as drought. Electricity imports will be expensive, due 

to the deterioration of the kwacha, and will be a drain on the country’s foreign 

exchange. 

Zambia is still heavily dependent on hydropower accounting for about 85% of 

Zambia’s electricity sources. It is therefore, important that urgent action is taken to 

deal with the persistent power deficit to prevent the adverse effects it will have on the 

fragile economy. In order to avoid another power crisis it is imperative that the 

country’s energy mix is urgently diversified. The government needs to deal with any 

barriers preventing the private sector investments in the country’s power sector. It is 

commendable that the amount of power generated by Independent Power 

ProducersProducers has increased in recent years as tariffs were made to be more cost 

reflective but more needs to be done to encourage more investments in the sector. 

The Ministry of Energy needs to develop a strategic plan for increasing and diversifying 

power capacity in the country through investment in IPPs.

ENERGY
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ZESCO needs reforms to improve its efficiency. The government can consider 
unbundling the generation, transmission and distribution function of ZESCO as the 

institution is struggling to handle all three functions. This includes completion and 

publication of a full Cost of Service Study to ensure that consumers are paying for the 
true cost of producing electricity and not paying for inefficiencies within ZESCO or 

subsiding private sector institutions such as the mines. The revelations of this study are 

also important to ensure that bulk consumers such as the mines pay cost reflective 

tariffs. Lifeline tariffs should be better targeted to the poor.tariffs. Lifeline tariffs should be better targeted to the poor.

More could be done to encourage energy efficiency across all sectors, especially 
energy intensive industries. The mines consume more than 50% of the country’s 
electricity and this sector needs to become more energy efficient to lessen on the 

amount of energy consumed in the country. Tax incentives should be given to reduce 

the cost of importing energy efficient equipment.

Poor rains have similarly affected agricultural production this year, which the IMF 

identified as contributing to poor growth. However, Zambia’s agriculture sector has 

long been identified as having high potential for poverty reduction and economic 

development: statistics show that 58% (42 million hectares) of Zambian territory is 

classified as medium-to high-potential for agriculture production, which means 

Zambia could become a regional breadbasket (Ministry of Agriculture). We note the 

negative impact of poor rains on the majority of the population, as work in agriculture 

butbut also outline policy changes to promote investment in the sector, drive growth and 

reduce poverty while decreasing government expenditure and maintaining food 

security for vulnerable citizens.

This farming season saw a decline in maize output from 2.4 million tons from the 

previous season to 2 million tons this year representing a decline of 16 percent due to 

the drought.  Maize production has dominated Zambia’s agriculture sector, however, 

with its low resilience to climate change and poor potential for poverty reduction, 

there is a need to diversify Zambia’s agriculture in order to harness the potential of 

agriculture to improve smallholder farmers’ livelihoods. 

AGRICULTURE SECTOR
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Ultimately, private sector is key in ensuring the growth of the agriculture sector. The 
government need to ensure a conducive operating environment for the private sector 
to operate in the agricultural sector. This means improving the predictability of 
agricultural trade policy; promoting stable macro-economic conditions and 
increasing investments in rural infrastructure, including roads and electrification. In 
order to create an enabling environment for private sector investment investment, 
Government can make specific reforms to support Private Sector participation in 
agricultureagriculture commodity marketing such Zambia Commodity Exchange (ZAMACE); 
enact the Agricultural Marketing Act to facilitate an efficient private sector driven 
agricultural marketing system in the country by outlining government’s role in the 
maize, fertilizer, seed, crops and livestock markets; and put in place a predictable 
open border policy which will enable to reach regional markets and fulfil its potential 
as a breadbasket. An improved policy environment would enable large-scale 
investment in food production to enable the country to be the regional breadbasket 
it should be, creating jobs and improving food security.it should be, creating jobs and improving food security.

Government can better support smallholder farmers and unlock wider benefits of 
reduced expenditure and increased private sector investment through reform of 
maize market policies. On inputs, government needs to fully rollout the e-voucher 
programme, which provides farmers with the ability to choose inputs appropriate to 
their agricultural enterprise. As the private sector takes up delivery of inputs from 
government, the programme creates jobs (with 23,000 created in agro-dealerships 
alone when the e-voucher was used in all districts) and reduces costs (if government 
supportssupports 1 million farmers through e-voucher, it would save in excess of ZMW309 
(US$30m) annually over traditional FISP).

The extractive sector continues to be Zambia’s “cash cow”. Dominated by copper 
mining, Zambia’s is ranked as Africa’s second largest producer of copper and among 
the top producers of Cobalt in the world. It is by far the highest contributor to the 
country’s GDP currently estimated at 12%. It also accounts for about 80% of total 
export value and constitutes 62% of foreign direct investment into the country (World 
Bank, 2016). It is seen as the most likely means of improving standards of living, 
providing employment and economic changes that people associate with 
developmentdevelopment and modernity (Lahiri-Dutt, 2006). Total Foreign Direct Investment (FDI 
mainly due to investment in mining) increased from $ 1.1 billion in 2011 to $1.6 billion in 
2015. Further to this, mining accounts for about 2 percent of employment in Zambia .

MINING
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For much of Zambia’s mining sector, the development prospects associated with the 

opening up of mining activities have remained alien to the needs and aspirations of 

the locals. They have largely undermined the local people's quest for sustainable 

livelihoods by firstly causing their displacement from their ancestral/family land and 

secondly by not incorporating them as development stakeholders in the ongoing 

ventures thereby rendering them vulnerable to the negative effects of the mining 

activities. Recently, a number of new developments that particularly affect the mines 

havehave come up, an increase in mineral royalty in the 2019 national budget. 

Furthermore, Konkola Copper Mines (KCM) is scheduled for liquidation, which has 

created a standoff between the government and Vedanta during which government 

has taken over operations, incurring operational costs and losing revenue from 

decreased output. 

Worryingly, production contracted by 11.3% in Q1 to 195,244MT from 220,039MT in Q4 

2018. The contraction occurred despite a marginal increase in copper prices from 

US$6,164 to US$6,226 per tonne, suggesting that it came as a response from the mines 

to changes in the domestic environment. With copper prices weakened due to the 

trade war between the USA and China, we can expect this trend to continue: tax 

revenue and foreign exchange earnings will reduce, undermining fiscal consolidation, 

creating further inflationary pressure through weakening the kwacha, and leaving the 

economy more vulnerable to exogenous shocks as debt payments drain the reserves.economy more vulnerable to exogenous shocks as debt payments drain the reserves.

It is therefore imperative that GRZ resets its relationship with the mining sector to create 

a win-win scenario through which government promotes production and further 

investment so that the country continues to earn revenue and valuable foreign 

exchange. We urge government to resolve the stand-off with Verdanta over KCM as 
production at the mine has stopped and the government is incurring costs to maintain 

the mine; and engage in constructive dialogue with the mines over tax policy, 
particularly the introduction of the sale tax. This engagement should be coupled with 

effortsefforts to improve tax revenues through better compliance and increase domestic 
participation in the mining value chain. 
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Current economic trends raise serious concerns for the country. With growth falling, 

inflation rising, reserves shrinking, unemployment still being high and the Kwacha 

depreciating; the country may head towards a serious economic downturn. 

Businesses are also finding it harder to access finance as interest rates are high due to 

government borrowing while investor confidence has been falling.

TheseThese economic challenges can be linked to the growing debt levels in the country. 

The private sector, always viewed as the engine of growth in an economy has been 

affected by the trends. The Government needs to address the situation urgently so 

that the economy can begin to move on a sustainable path towards growth and 

development. Government needs to develop a viable debt management strategy 

and implement regulatory reforms as well start acting on austerity measures and 

setting an example through prudent management of resources. Government also 

needsneeds to provide more policy certainty to businesses and investors. Finally, there is 

need for government to clear off domestic arrears. 

We have identified actions in key subsectors that the government can pursue to 

enhance economic efficiency. In the energy sector, ZESCO needs reforms to improve 

its efficiency. Also more should be done to encourage energy efficiency across all 

sectors, especially energy intensive industries. Government must fully roll-out the 

e-voucher system and also the size of strategic grain reserves to 300,000MT. Finally, 

government must work to resolve the stand-off with Vedanta over KCM which has left 

maintenance costs with government. Government must engage in constructive 

dialoguedialogue with the mines and make efforts to improve tax revenues through better 

compliance and increase domestic participation in the mining value chain. 

CONCLUSION
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