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The 2020 National Budget was present-
ed under the theme “Focusing national 
priorities towards stimulating the domes-
tic economy” and prioritizes creating 
fiscal space, ensuring debt sustainability 
and dismantling domestic arrears (GRZ, 
2019). The 2020 National Budget seeks to 
improve the fiscal position of the govern-
ment, put debt accumulation on a 
more sustainable path and stimulate do-
mestic growth through the dismantling 
of domestic arrears. 

In order to achieve this theme and ob-
jectives, the Minister of Finance, Dr. 
Bwalya K.E. Ng’andu MP, highlighted 
specific measures to be undertaken. 
Concerning debt management policy, 
he stated that “prudent debt manage-
ment is key to ensuring that debt is main
tained within sustainable levels (this im-
plies that government still considers the 
debt to be sustainable since the ministry 
seeks to maintain sustainability). None-
theless, government promises to slow-
down external debt contraction, post-
pone or cancel some pipeline loans, 
cease the issuance of loans and refi-
nance existing loans.

To address the challenges of domestic 
arrears government seeks to increase al-
locations of funds to reduce the stock of 
domestic arrears, use debt swaps to liq-
uidate part of the outstanding domestic 
arrears and enhance commitment con-
trol systems to curb further accumula
tion.

It is clear that the 2020 National Budget 
is speaking all the right words concern-
ing what is required to address the cur-
rent macroeconomic situation. Zambia 
definitely needs economic simulation 
through dismantling domestic arrears 
and achieving debt sustainability.

If a national budget were to be assessed 
on the basis of “economic rhetoric” the 
2020 National budget would pass “with 
flying colors” as we often say. But this 
budget analysis is not only about policy 
pronouncements and commitments but 
focused on assessing how these are 
aligned with the measures taken. aligned with the measures taken. 

This paper therefore assess the 2020 na-
tional budget using a comparative as-
sessment of policy pronouncements 
and commitments, and the measures 
taken as indicated by budget alloca-
tions, revenue financing and tax chang-
es. The analysis seeks to reveal whether 
the 2020 National budget is turning the 
tide towards a private sector driven 
economic recovery. The remainder of 
the paper is organized as follows: Sec-
tion 2 evaluates the factors behind Zam-
bia’s current economic situation. Sec-
tion 3 provides an overview of the main 
budget allocation and revenue financ-
ing changes in the 2020 budget as com-
pared to the 2019 Budget. Thereafter, 

Section 4 assess measures taken to stim-
ulate the economy and section 5 con-
siders Government policies within the 
mining and agricultural sectors before 
providing policy recommendations in 
Section 6.  

1. SPEAKING ALL THE RIGHT WORDS  
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(b)  Debt Service ↑: Rapid debt accumu-
lation, especially with respect to exter-
nal debt, has resulted in higher interest 
payments. External debt servicing in-
creased by 50% from US$ 504.27 million 
in 2017 to 759.9 million in 2018 (Ministry of 
Finance, 2019). 

(c)  International Reserves ↓: Since Inter-
est payments shortfalls can be drawn 
from foreign reserves to avoid default-
ing, Zambia’s international reserved has 
been declining. From $2.4 billion in 2016 
to $2.1 billion in 2017, and then 1.57 bil-
lion at the end of 2018.  A More recent 
estimate is about $1.4 billion corre-
sponding to 1.7 months of import cover 
(ADB, 2019 & Bank of Zambia, 2019). 

(d)   Exchange Rate, Inflation and inter-
est rates ↑ :  Through the combined 
effect of lower reserves, cost-push infla-
tion, and heavy domestic borrowing. 
The Zambian Kwacha has recently been 
depreciating, inflation has increased to 
more than 10% and interest rate remain 
high. This has led to a subdued private 
sector through a high cost of doing busi-
ness.

(e)   Economic growth ↓:  The effect of 
subduing the private sector through 
higher cost of doing business is slower 
economic growth. Zambia’s growth has 
reduced from an average of 7.4% be-
tween 2004 and 2014 to 3.7% in 2018 
and projected 2.9% growth in 2019.  
(World Bank (2019), IMF (2019))    (World Bank (2019), IMF (2019))    

(f)  Credit Rating ↓: Zambia’s credit 
rating was downgraded from B3 to 
Caa1 in 2018 with a stable outlook and 
further downgraded from Caa1 to Caa2 
in 2019 with a negative outlook (Moody, 
2019). This is on account of lower growth 
prospects and poor financial status in 
termsterms of higher inflation, lower reserves, 
depreciated exchange rate, and higher 
interest rates.

The Zambian economy has been in a 
free-fall since 2010 from the highs of 
10.3% GDP growth rate to 3.8% in 2018 
(World Bank, 2019). Through a number of 
studies, we have established that Zam-
bia’s current economic conundrum is 
linked to unsustainable debt accumula-
tion. There has been rapid accumula-
tion of public debt in Zambia and con-
sequent increase in interest payments. 
The 2019 National Budget revealed that 
Zambia would be spending about 27% 
of its Budget on interest payments-al-
most equal to the combined allocation 
towards education, health and social 
protection. Indeed less resources are 
being spent on the social sectors due to 
debt accumulation. (CTPD, 2019). Ac-
cording to the Ministry of Finance (GRZ, 
2019), Zambia’s growth prospects have 
been affected by adverse climatic con
ditions, which negatively affected agri-
cultural production and electricity gen-
eration. It is indeed true that the lower 
electricity generation has had negative 
spill-over effects on other sectors, but 
the effect of debt on the economy 
should not be ignored.

Unrelenting debt accumulation, is an ex-
ample of internal factors to blame; cli-
mate change is not at the center of 
Zambia’s current economic situation. 
Based on our assessment the following 
are grossly to blame for falling economic 
growth rates and a host of other macro
economic challenges: 

(a)  Rapid Debt accumulation: Rapid 
Debt accumulation is the primary prob-
lem of the government as it yet again 
continues its infrastructure development 
agenda in 2020. Domestic borrowing 
has also resulted in high interest rates. 
While the accumulation of domestic ar-
rears has resulted in a subdued private 
sector.

2. IS CLIMATE CHANGE TO BLAME!!
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The other main budget items with in-
creased allocation in the 2020 budget as 
compared to the 2019 budget include: 
General Public services (41.3%), public 
order and safety (37.9%), Defence 
(27.5%), Economic Affairs (19.7%), Social 
protection (17.3%) and Health with 15.6%.

A deeper scrutiny of the main budget 
items reveals that the increase in general 
public services is due to increased debt in-
terest payments from K23.5 billion in 2019 
to K33.7 billion in 2020. This represents a 
K10.2 billion or 43.4% increase.  The in-
crease in interest payments in the budget 
is about as much as the entire infrastruc-
tural development allocation of K10.6 bil-
lion. The 2020 National Budget, just like the 
2019, national budget has also prioritized 
increasing allocations towards Defence 
Public order and safety. It is not clear why 
government is allocating more resources 
to these budget items at the expense of 
social sector spending. Health and social 
protection received less than 20% in-
crease in budget allocations. 

Furthermore, figure 2 shows that govern-
ment has proposes to reduce allocation 
towards education by K200 million and 
the allocation towards Environmental pro-
tection by K263 million.

There is therefore a direct link between 
the economic challenges that the 
country is under and the more recent 
economic policies the government has 
been implementing in terms of debt ac-
cumulation. It is always important to 
identify the cause of the problem before 
developingdeveloping a solutions. Government is 
therefore encouraged to broaden its di-
agnosis in order to generate relevant 
solutions.

The 2020 budget proposes to spend a 
total of K106 Billion, representing 32.4% of 
GDP. (GRZ, 2019). This means, the 2020 
targeted expenditure has increased by 
about K19.2 billion or 22.1 % as com-
pared to the 2019 budget which had a 
total allocation of K86.8 billion. Figure 1 
showsshows that government has increased 
allocation towards housing and com-
munity amenities by K1.26 billion, repre-
senting 57.3% increase. This trend is com-
mendable since this item is critical for im-
proved sanitation and access to clean 
water.

3. WHAT HAS
CHANGED IN THE
2020 BUDGET? 
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The changes in budget shares of budget 
items reflect changes in government 
priory in terms of resource allocations. For 
the 2020 National Budget as compared to 
the 2019 Budget; only General Public Ser-
vices, Defence, Public order and safety, 
housing and community amenities, and 
Recreation,Recreation, culture and Religion recorded 
increased budget shares. The social sec-
tors all experienced a reduction in budget 
shares. Education reduced from 15.3% to 
12.4%, Health from 9.3% to 8.8%, social pro-
tection from 2.5% to 2.4%. Despite 

the pronouncement to combat climate 
change, the share of environmental pro-
tection reduced from 1% to 0.6% of the 
budget in 2020 as compared to 2019.

The reduction in government allocation 
towards environmental protection was 
somewhat puzzling considering that the 
minister has earlier stated that the 
budget sought to outline measures 
aimed at mitigating the effects of cli-
mate change. 

In terms of share allocations, as a per-
centage of the total budget, it has been 
found that the shares for Economic af-
fairs, Education, Health, social protec-
tion and environmental protection all re-
duced while those for General public 
services, Defence, Public order and 
safety, and Recreation, culture and 
Region increased. The continued in-
creased of budget share of government 
operations through general services, De-
fence, and Public order and safely is 
worrying since social spending is shirking.



2020 NATIONAL BUDGET ANALYSIS 05

The 2020 Budget is seeks to focus national 
priorities on stimulating the domestic 
economy. It is therefore important to con-
sider whether government has indeed 
taken measures and commitments to-
wards stimulating the domestic economy. 

4.1 The Pronouncements  
  “The 2020 Budget will focus on stimulating 
the domestic economy by reducing the 
budget deficit, rationalizing debt contrac-
tion and dismantling of domestic arrears 
while protecting social sector allocations” 
(GRZ, 2019). To support this pronounce-
ment, government outlined some key 
macroeconomic targets for 2020. Gov-
ernment seeks to achieve a real GDP 
growth rate of at least 3%, maintain infla-
tion within the target of 6 to 8%, increase 
international reserves to at least 2.5 
months, reduce the fiscal deficit to 5.5 % 
of GDP, and increase domestic revenue 
mobilization to at least 22% of GDP. It is 
noted at this point that debt accumula-
tion has been removed from the macroe-
conomic targets this time around. This is 
surprising since the 2020 budget pro-
nounces that government will seek to 
achieve debt sustainability.

In our 2019 Budget analysis, we devel-
oped a tool for a deeper assessment of 
spending priorities called a relocation 
analysis. This is meant to track how the 
increase in the budget was reallocated 
to different items using the previous 
budget as the base.   
 
TheThe analysis shows that the majority of 
the increase in the budget, about K19.2 
billion, went towards General Public ser-
vices (65.3%), while Defence and Public 
order and safety received 13.4% of the 
total amount which was reallocated.  
The social sectors received less than 9% 
of the increase in the budget.of the increase in the budget.

Table 1: Reallocation Analysis 2020 Na-
tional Budget from 2019 Budget.

Source: Developed by Author 
The increase in budget allocation to-
wards General Public Services was 
mainly due to increased allocation to 
debt servicing. Out of the total increase 
of K12.8 billion towards general public 
services, K10.2 billion when towards debt 
servicing, representing 53.1% of the in-
crease in the budget or 79.7% of the in-
crease in General Public services.  
In terms of budget financing on the rev-
enue side, government has proposed to 
increase tax revenue, foreign financing, 
grants, and non-tax revenue.

4. IS THERE ANY
MACROECONOMIC

STIMULI?  
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ThereThere was need for government to put on 
hold the infrastructure development 
agenda, seeing that this is the primary 
cause of the widening fiscal deficit. Social 
sector spending has not been safeguard-
ed as shown in the previous section. Gov-
ernment reduced its allocation towards 
education and social protection, educa-
tion and health all registered reduced 
budget shares as compared to the 2019 
budget. 

It is disappointing that the budget men-
tions nothing concerning the need to 
engage the international monetary fund 
before refinancing is implemented. Com-
mitment towards debt sustainability has 
also be compromised by increased exter-
nal financing by K3.8 Billion while the dis
mantling of domestic arrears pronounce-
ment has also not been matched with an 
adequate allocation. If government had 
allocated at least K10 billion towards dis-
mantling domestic arrears, there would 
have been some significance domestic 
stimulation of the economy.

4.3 Assessment and Comments 
 
GovernmentGovernment has reduced allocation to-
wards environmental protection and cli-
mate change mitigation by extension, 
despite attributing economic growth re-
duction to climate change. By targeting 
6-8% inflation, government is committing 
to reduce money supply. This is likely to 
negatively affect economic growth 
prospects. Further, through increased 
domestic resource mobilization, dispos-
able income would reduce and thus re-
ducing aggregate demand. There 
seems to be no economic stimuli on the 
macro level except for the increased al
location towards dismantling domestic 
arrears. 

Government’s pronouncements and 
commitment to reduce the budget defi-
cit and safeguard social sector spend-
ing seem to also be in conflict with the 
measures taken. The allocation of K10.5 
billion towards road infrastructure and 
other allocations to infrastructural devel
opment projects reveal that appetitive 
for expenditure has not changed. This 
undermines the commitment to a lower 
fiscal deficit.
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A discourse that merits serious attention is 
whether government wants many mines 
that are lightly taxed or few mines that are 
heavily taxed.

5.1.1 Tax changes 
AA number of policies have been pro-
posed in the 2020 National budget with 
aim of increasing the revenue base in the 
mining industry, these include:

(i) Reduction of capital allowance 
claimed by mining companies in respect 
of the capital expenditure from 25 per-
cent to 20 percent

(ii) Introduction of an import duty of 10 
percent on specified capital equipment 
and machinery imported by mining com-
panies

(iii) Limit input Value Added Tax (VAT) 
claims by mining companies on diesel to 
70 percent from 90 percent. 
(iv) Limit input VAT claims by mining com-
panies on electricity to 80 percent from 
100 percent

5.1.2. Is there any Stimulus?  
To try and capture benefits for the local 
economy from the mining sector, the 
Zambian Government has in the recent 
past made frequent changes to the 
mining taxation policy. In the 2019 Nation-
al budget, the Minister of Finance, indicat-
ed that Mineral Royalty taxes would be on 
a sliding scale, as a way of generating 
more revenue in a time when the copper 
prices are at an all-time high.

The changes proposed in the 2020 nation-
al budget therefore continue the trend of 
policy inconsistency in the mining sector. 
This make financial planning difficult and 
thus reduces the level of investments. It is 
also clear from the tax changes proposed 
that government is more focused on col-
lecting more tax revenue and not on stim-
ulating the growth of the mining sector.

In this section, we focus on the mining 
sector and agriculture sector in search 
of sector specific stimulus. We also eval-
uate whether there is consistency be-
tween pronouncements and measures 
taken in these sectors.  

5.1 Mining Sector
TheThe mining sector has historically driven 
the Zambian economy and thus copper 
price movements have been a source 
of significant worry and anxiety. The 
government has been cautioned 
against mining dependence both in 
terms of economic growth and tax reve-
nue.nue. In the recent past, the Zambia Rev-
enue Authority (ZRA) has been implored 
to diversify the tax base in order to mini-
mize risk. 

Although government, in the 2020 
budget, is making strides to increase rev-
enue generation in the mining sector, it 
must undertake this exercise with cau-
tion. This is because the mining industry is 
directly linked to private enterprises pro-
viding local supply to the sector. An un
favorable business climate in the mining 
industry attributed to poor economic 
policy can dampen investment in busi-
nesses dealing with mine local supply. 

In as much as government wants to 
maximize tax revenue generation, it 
needs to undertake this in a way that 
leaves capital for mining businesses to 
continue in operation at the same time 
drive their horizontal and vertical inte-
gration strategies forward. 

This itself, will increase the tax base and 
provide a financial cushion in times of low 
mineral commodity prices. 

5. IS THERE ANY
SECTOR-SPECIFIC
STIMULUS?  
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reduce poverty. As much as it is prudent 
at this point to “achieve more with less”, 
the money allocated to the sector is way 
too little to achieve any meaningful 
growth in the sector. 

TheThe budget allocations to the agricultural 
sector falls way below most of the interna-
tional protocols that Zambia has signed, 
such as the Malabo declaration on Ac-
celerated Agricultural growth of 2014 
which was a re-commitment to the 
CAADP principles adopted by AU Heads 
of State and Government to provide ef-
fective leadership for the attainment of 
specific goals by the year 2025. 

These goals include ending hunger, tri-
pling intra-African trade in agricultural 
goods and services, enhancing resilience 
of livelihoods and production systems, 
and ensuring that agriculture contributes 
significantly to poverty reduction. 

The 2020 national budget has reduced 
the amount allocated to the Farmer Input 
Support Program (FISP) by K300 million. It is 
not yet clear how many small-scale farm-
ers are intended to be reached with this 
budgetary allocation. The target for 2019 
was 1 million of the estimated 1.6 million 
smallsmall scale farmers. It must be borne in 
mind that the budget for FISP has reduce 
by K 700 million over the past two years. 

The Livestock and Fisheries sub-sectors 
which are equally very important sectors 
of the Zambian economy have received 
low allocations in the 2020 national 
Budget. Looking at the numbers reveals 
that the sector will get K 225.6 million, a sig-
nificant drop from the amount allocated 
in the 2019 National Budget.in the 2019 National Budget.

In the 2020 national budget speech, the 
Minister of Finance stated that, “in order to 
reduce dependence on rain-fed agricul-
ture, Government working with Cooperat-
ing Partners will continue with irrigation de-
velopment projects.”

Through reducing capital allowance 
claimed, introducing import duty on 
capital equipment and limiting VAT 
claims on diesel and electricity, govern-
ment stands to benefit from increased 
taxes but the sector will certainly not be 
stimulated. The cost of production in the 
miningmining sector will increase, resulting in 
lower output and less demand from the 
local supply chain. 

5.2 Agriculture Sector  
The agricultural sector in Zambia is rec-
ognized as one of the key economic 
sectors for the growth of the Zambian 
economy and for poverty reduction. The 
2020 national budget speech recogniz-
es that Zambia has suffered from the ef-
fects of climate change which have af
fected the agricultural sector and 
threatened the food security position of 
the country. 

The 2020 national Budget does not ex-
plicitly put agriculture at the centre of 
the Zambia’s development going for-
ward. The section on agriculture in the 
2020 budget is very passive unlike the 
2019 national budget which was so cat-
egorical in highlighting the importance 
of the sector to Zambia’s economy. The 
2019 national budget speech also ac-
knowledged the problem of low agricul-
tural productivity especially among 
small scale farmers which was attributed 
to over dependence on rain fed agricul-
ture, poor agricultural practices and lim
ited mechanization. Other challenges 
included poor market linkages and low 
value addition to agricultural output 
due to inadequate agro-processing in-
dustries.

5.2.1 Sector Budget Allocations 
In terms of total budgetary allocations to 
the agricultural sector in the 2020 nation-
al budget, it falls way below what is ex-
pected of a budget that intends to de-
liver growth and 
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2. There is need to holistically consider 
the factors behind the current economic 
situation. Through excessive focus on ex-
ternal factors, government has ignored 
critical internal factors behind the current 
economic situation.

3. There is need for government to justify 
the reasons behind the rise in budget allo-
cation towards defense and public order 
and safety. The successive increase in 
these budget items in both the 2019 and 
2020 budgets is cause for justification. 

4. Government should halt debt accu-
mulation and restructure the existing debt 
stock in order to reduce the increasing 
debt burden. Interest payment have con-
tinued to receive a greater share of the 
budget at the expense of the social sec-
tors. 

5. There is need to address the trend of 
resource relocation way from the social 
sectors. Zambia will not be able to 
achieve its long-term human develop-
ment goals if government fails to maintain 
social sector spending. 

6. There is need to maintain a stable tax 
policy in the mining sector for increased 
investment and productivity. Govern-
ment’s focus on tax revenue collection in 
2020 will not result in a stimulated value 
chain within the mining sector.

7. It is commendable that government 
retained the VAT system as opposed to 
implementing a sales tax policy. Moving 
forward, government should not only 
focus on revenue benefits of tax system 
but perform comprehensive assessments 
of the economic distortions which may 
arise as the policy is implemented.arise as the policy is implemented.

8. Since the agriculture sector is very im-
portant for food security and employment. 
Government should improve its budget 
allocations and policies in the sector. Poor 
management of the FISP and the failure to 
improve Agriculture Extensive systems 
continue to limit the growth of the agricul-
ture sector.  

Looking at the budgetary allocations 
given, there is no amount of money allo-
cated specifically for this cause as was 
the case in the 2019 national budget, this 
is a disservice to the agricultural sector at 
a time such as this one when we are sup-
posed to be making a shift toward promo
tion of irrigation agriculture. 

The government ought to also be remind-
ed that the challenges being faced in the 
agricultural sector are to a large extent 
due to the broken down agricultural ex-
tension system (AES). The challenges 
posed by climate change can be mitigat-
ed by a fully functional AES. To this effect, 
there is need for more resources to be al-
located far and above the K 97.9 million 
allocated in the 2020 budget. 

5.2.2 Is there Any Stimulus? 
The agriculture sector has generally suf-
fered lower resource allocation. It is 
doubtful therefore whether government 
will achieve any improvement in agricul-
tural growth. Furthermore, it should be 
noted that the private sector under the 
agricultural sector is also owned in terms 
of domestic arrears. Government low allo-
cation towards dismantling domestic ar-
rears will therefore also constraint the agro 
business suppliers.  

The 2020 national Budget indeed speak-
ing all the right things but lacks consist-
ence between pronouncements and 
measures. In lights of the assessment per-
formed in this paper. CTPD make the fol-
lowing recommendations:

1. Government should seek to align its 
policy pronouncements with its measures 
and commitments. This is key to restoring 
stakeholder confidence.

6. POLICY
RECOMMENDATIONS
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