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EXECUTIVE SUMMARY
Rising public debt is a growing concern in most African countries. It has now become more 
apparent that the burden of Africa’s debt has become so excruciating and acts like an 
albatross on the neck of the African economies and its people. What is even more worrisome 
about Africa’s rising public debt is the fact that the composition of public external debt has 
changed dramatically over recent years, with declining concessionality and increased 
borrowing from non-traditional official and private lenders. This has become more 
pronounced after a number of countries issued Eurobonds on the international financial 
market.market. According to the International Monetary Fund (IMF) (2019), Sub-Saharan Africa’s 
(SSA) regional gross debt average increased from 29.8% of regional GDP in 2010 to 50.9% in 
2018. 

As of 2018, it is estimated that almost 40% of countries in SSA were in danger of slipping into a 
major debt crisis. According to the World Bank (2018), 18 SSA countries are at high risk of debt 
distress, this number has doubled since 2013, while eight countries are already in distress. 
Zambia is among the countries with a high risk of debt distress and is currently grappling with 
a rapid growth in public debt. In 2018 alone, Zambia’s external debt increased by US$1.3 
billion: this included 16.5% increase in loans from the Export Import Bank of China and 27% 
increases in loans from China Development Bank (Ministry of Finance, 2019). The World Bank 
(2017)(2017) attributes the increase in Zambia’s debt to Eurobond insurance following the nation’s 
access to debt capital markets, increased infrastructure financing opportunities, more 
non-resident interest in domestic securities, and increased borrowing by State Owned 
Enterprises (SOEs) either directly or through guarantees. Public Guaranteed debt for ZESCO 
and ZAMTEL stood at US$771 million in 2016, almost six times the amount at the end of 2012 
(IMF, 2018). 

The Center for Trade Policy and Development (CTPD) has observed that the discussions 
around public debts in Zambia have focused on the extent of the problem and its impacts 
on macroeconomic stability and service delivery. There has been limited focus on identifying 
possible solutions to mitigate this current debt situation. One such solution is debt restructuring 
which has the potential to reduce debt service payments in order to free up more resources 
for public service delivery. The current government strategies on debt management (e.g. 
Medium Term Debt Strategy (MTDS), Medium term-Expenditure Framework (MTEF) or Zambia 
Plus),Plus), have not been able to facilitate for prudent debt management. These policy 
documents lack measurable targets, and predominantly provide only policy objectives 
guiding the accumulation of debt. Zambia’s current debt strategy needs to become active 
and not passive; turning to managing the risk of the debt portfolio (World Bank, 2017). It is 
therefore imperative to investigate possible solutions to Zambia’s growing public debt in 
order to restore macroeconomic stability and debt sustainability. The Study sought to 
propose plausible policy solutions to Zambia’s growing debt and specifically evaluate the 
alternative options Zambia has for restructuring its current Public debt portfolio. alternative options Zambia has for restructuring its current Public debt portfolio. 
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This paper catalogs expert opinions on how Zambia can deal with its current debt situation 
in order to offer advice to government and initiate evidence-based advocacy work around 
public debt in Zambia. The study was qualitative in nature and employed both desk review 
and key informant interviews. Apart from case studies on African countries, key informant in-
terviews with purposively selected experts were employed to gather views on Zambia’s debt 
challenge and policy advice on how to restructure the country’s rising public debts. Experts 
were drawn from academic institutions, professional associations, research institutions, civil 
society, and the private sector. society, and the private sector. 

The results of this study reveal that there are a number of challenges regarding debt man-
agement in Zambia. Among the notable issues unveiled, The Zambian government’s drive 
for rapid infrastructural development has been a classic case of a failure to “cut your cloth 
according to your dress”, as some experts asserted. Government needs to come to terms 
with the fact that Zambia, like many other developing countries, should not borrow exces-
sively. The failure to implement fiscal restraints on debt accumulation has compromised debt 
management. Experts conclude that Zambia’s debt management has a dual problem. First
ly, there exist poor policy coordination among the various government policy documents 
which has affected effective implementation of debt management policies. Secondly, Zam-
bia’s debt management strategy suffers from political overrides. Experts believe that deci-
sions to accumulate more debt have been influenced by the ‘political economy’, and thus 
are not made on the basis of economic benchmarks and macroeconomic stability.  

If the nation is to “Weather the Storm of Rising Public debt”, Zambia should restructure its 
debt in order to; mitigate against the depletion of foreign reserves, reduce the projected rise 
in inflation, control the depreciation of the Kwacha, reduce interest rates and stimulate more 
economic growth. There is an urgent need to free up resources for social service provision to-
wards health, education and social security. For Zambia to minimize the cost of restructuring 
its debt, there is need to first find a strategic partner such as the International Monetary Fund 
(IMF) through a country programme like in the case of Ghana. In the short-term, it is critical 
toto deal with the public sector and private sector liquidity by implementing austerity measures 
and dismantling domestic arrears.  Getting the IMF on board should be taken on in the medi-
um-terms in order to reduce the cost of refinancing by restoring investor confidence. 

The government should avoid printing money as an option to servicing domestic debt in the 
short-term as this has negative effects on macroeconomic stability. Chinese loans need to 
be renegotiated by debt experts from Zambia in order to address the issues of project over-
pricing. In the long-term, Zambia can prioritize the construction of strategic capital infrastruc-
ture and enter into Public Private Partnerships (PPPs) with Chinese companies for the recoup-
ing of investments. CTPD urges the government to improve its debt management through 
improved transparency and the developing of a sound debt management strategy. Debt 
restructuring provides an opportunity to resort government social sector spending, and im-
prove Zambia’s current economic situation, provided the temporal relief it brings is not 
abused by contracting more debt 
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