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The accumulation of unsustainable debt, among the world’s heavily indebted poor 

countries, has resulted in poor developmental progress for children. Since the 1990s, the 

United Nations Children’s Fund has been voicing out its concern about the plight of 

children in indebted poor countries, driven by spending on servicing external debt rather 

than on basic health and education. Zambia is no stranger to high levels of Public debt. 

Prior to the year 2005, Zambia had accumulated a Total debt stock of 104% of Gross 

Domestic Product (GDP), way beyond the recommended debt thresholds. Like many 

otherother developing countries, Zambia needed debt relief since the huge debt stock 

presented a stumbling block to the quest to achieve meaningful development. 

 The civil society organizations campaigning for debt relief in Zambia, asserted that Zambia 

was unable to pay back the debts without denying its children food, school places, 

healthcare and other basic needs of life. The HIPC write off of US$3.8 billion, the Paris Club 

write-off and the G8 write off of 18 poor countries, reduced Zambia’s debt burden from 

US$7.1 billion to US$502 million. With the new found space for increased government 

spending towards the social sectors, the Zambian government launched its VISION 2030. 

The vision of making Zambia “A prosperous Middle-Income Nation by 2030” through 

achievingachieving a number of economic and social goals. This was commissioned in 2006 by the 

then Zambian President, Dr. Levy Patrick Mwanawasa. 

In 2015, leaders from 193 countries came together and developed 17 Goals to be 

achieved by 2030 in a futuristic plan called the Sustainable Development Goals (SDGs). 

The United Nations Development Programme (UNDP) is one of the leading organizations 

working to fulfil the SDGs (UNDP, 2015). Four of these goals; no poverty, zero hunger, good 

health, improved well-being and quality education, are directly linked to spending on 

children and Zambia’s Vision 2030 goals. Since 1 in every 22 Zambian children dies before 

reaching age 1, 40% of Zambian children under the age of 5 are stunted, 6 % are wasted 

andand 15% are underweight, there is therefore an urgent need to accelerate the 

achievement of child-centered goals in order to remedy the situation.

Executive Summary
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This paper therefore sought to assess how public debt, during the period 2008 to 2018, has 

affected government spending towards the attainment of child-centered Vision 2030 

goals and SDGs. In this quest, data on government spending towards debt service 

payments and social sectors has been collected from Ministry of Finance National Budgets 

and Annual Economic Reviews in order to assess the presence of a crowding-out effect 

between debt servicing and social sector spending. Further, statistics on child sensitive 

Vision 2030 goals and SDGs indicators has been collected to evaluate whether debt 

accumulationaccumulation is enhancing Zambia’s drive to achieve its long-term plans. In order to assess 

both the nexus between debt servicing and social sector spending, and that between 

debt accumulation and socio-economic indicators, a time series approach has been 

employed. The Johansen Cointegration Test is used for trend analysis while correlation 

analysis has been used to assess the nature of relationships among the measures. The 

Granger causality analysis is used to assess the direction of causation.

It has been established that Zambia has increasingly spent more resources towards interest 

payments: in 2018 the country spent K13.6 billion towards debt servicing as compared to 

only K1.1 billion in 2008. Most of the debt servicing has been with respect to domestic debt 

but external debt servicing has drastically increased over the period. Interest payments 

towards external debt are projected to surpass domestic interest expenditure in 2019. 

Government’s issuance of Eurobonds and continued accumulation of debt has resulted in 

increased interest payments which have steadily increased above health and education 

expenditure. expenditure. 

The crowding out of government expenditure towards the social sectors has been found 

to be prevalent within the education sector while the health sector has remained a priority 

area-resulting in lower child mortality, higher life expectancy and a general improvement 

of the Human development indicator. Although debt has not crowded-out health 

expenditure, the reduced allocations towards education as a result of interest payments 

has resulted in lower primary school enrollments and increased numbers of children out of 

school among those with primary of school going age. Debt accumulation therefore poses 

a great risk towards achieving the nation’s education targets.a great risk towards achieving the nation’s education targets.
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In light of these, The Center for Trade Policy and Development recommends for 

government to mitigate against the negative effect of interest payments on its allocations 

towards the education sector. Education is critical for development and thus the need to 

reduce the number of children out of school. Overall, there is need for government to 

develop and implement a credible debt management plan. Government should take real 

steps towards achieving fiscal consolidation through implementing austerity measures and 

improved debt management.

Isaac MwaipopoIsaac Mwaipopo
Executive Director
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When national debt becomes a burden such that governments struggle to service their 

debt obligations, the economy may begin to grow slowly and public expenditure 

especially on social services such as education, health and social protection to children is 

reduced (Save the Children, 2014).  Since the 1990s, the United Nations Children’s Fund has 

been voicing out its concern about the plight of children in indebted poor countries, driven 

by spending on servicing external debt rather than on basic health and education. The 

threat of increasing indebtedness on children rights and wellbeing was recognized by 71 

headsheads of State and Government and 88 other senior officials, mostly at the ministerial level, 

during the 1990 World Summit for Children. Among the key tasks, nations committed, for 

the sake of the future of all children, to ensure or reactivate sustained and sustainable 

economic growth and development in all countries and also to continue to give urgent 

attention to an early, broad and durable solution to the external debt problems facing 

developing debtor countries (UNICEF, 1990). 

1.1 Zambia’s Stock of Public Debt
Zambia is no stranger to high levels of Public debt. Prior to the year 2005, Zambia had 

accumulated a Total debt stock of 104% of Gross Domestic Product (GDP), way beyond 

the recommended debt thresholds (World Bank, 2017). Like many other developing 

countries, Zambia needed debt relief since the huge debt stock presented a stumbling 

block to the quest to achieve meaningful development. It was apparent that debt relief 

for the world’s poorest countries, would be the key to reducing poverty, ending hunger, 

and improving health and education prospects for the world’s poorest people (Birdsall and 

Vaishnav,Vaishnav, 2004). “In a worldwide campaign, which mobilised a petition of 24 million 

signatures, civil society organisations succeeded in placing the debt issue firmly on the 

international agenda. G7 leaders committed themselves to cancelling more than US$110 

billion of the debt of the 42 heavily indebted poor countries (HIPCs)” (Pettifor and Greenhill, 

2003). 

The civil society organizations campaigning for debt relief in Zambia, asserted that Zambia 

was unable to pay back the debts without denying its children food, school places, 

healthcare and other basic needs of life (Pettifor and Greenhill, 2003). 

INTRODUCTION
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Zambia benefited from the debt relief initiative that saw its debt slashed to 25% of GDP in 

2006 after the nation reached the ‘Heavily Indebted Poor Countries’ (HIPC) initiative 

completion point (World Bank, 2017). The HIPC write off of US$3.8 billion, the Paris Club 

write-off and the G8 write off of 18 poor countries, reduced Zambia’s debt burden from 

US$7.1 billion to US$502 million (Zulu, 2006). With the new found space for increased 

government spending towards the social sectors, the Zambian government launched its 

VISION 2030. The vision of making Zambia “A prosperous Middle-Income Nation by 2030” 

throughthrough achieving a number of economic and social goals. This was commissioned in 2006 

by the then Zambian President, Dr. Levy Patrick Mwanawasa (GRZ, 2006).

1.2 Zooming into Zambia’s Vision 2030 and SDGs
Zambia’s development aspirations are guided by its Long-Term policy document the Vision 

2030. This is Zambia's first ever written long-term plan and expresses what Zambia seeks to 

achieve by the year 2030.  This Vision serves as the guide for all development efforts and 

thus the five (5) year National development plans seek to operationalize this long-term 

plan. At its core, the Vision 2030 represents the aspirations and determination of the 

Zambian people to be a prosperous middle-income nation. This marks a departure from 

past practice of preparing and implementing medium-term plans that were not anchored 

onon a national vision. Ever since, Zambia has developed National development plans, 

anchored on Vision 2030. Although this Vision is home grown, it is almost identical to the 

SDGs in both time-frame to achievement and content on several objectives.  

In 2015, leaders from 193 countries came together and developed 17 Goals to be 

achieved by 2030 in a futuristic plan called the Sustainable Development Goals (SDGs). 

The United Nations Development Programme (UNDP) is one of the leading organizations 

working to fulfil the SDGs (UNDP, 2015). Four of these goals; no poverty, zero hunger, good 

health and well-being and quality education, are directly linked to spending on children 

and Zambia’s Vision 2030 goals.  Table 1 below summarizes Zambia’s Vision 2030 goals and 

the UNDP Sustainable Development Goals which relate to child-sensitive areas such as 

health, education and employment. health, education and employment. 
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TABLE 1: SUSTAINABLE DEVELOPMENT GOALS & VISION 2030

Zambia’s child-centered vision 2030 and SDG commitments are well intentioned since 

Zambia is a country of young people, with the majority of the population being under the 

age of 18, representing 53.4% of the population (UNICEF, 2019) and Zambian children 

continue to be subjected to many forms of deprivation. 
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1.3 Remedying Child Deprivation in Zambia   
ZambiaZambia has made progress towards the childhood index. According to the Global 
Childhood Report (2019), the country recorded the 8th highest increase of any country on 
the childhood index. However, the state of children in the country is still not ideal. Children 
in Zambia have been exposed to a wide range of vulnerability: about 59.4% of children live 
in poor household, 45.5% live in extreme poverty, and in rural Zambia, up to 65 per cent of 
children suffer from at least three deprivations or more (lacking access to nutrition, 
education, health, water, sanitation, or adequate housing) (UNICEF, 2019).  According to 
thethe Zambia Demographic and Health Survey (ZDHS), for the period 2014 to 2018, 1 in every 
24 Zambian children died before reaching age 1, 35% of Zambian children under the age 
of 5 were stunted, 4 % were wasted and 12% were underweight. There is therefore an 
urgent need to accelerate the achievement of child-centered goals in order to remedy 
the situation.

According to the United Nation Children’s Fund (2019) investing financial resources to help 
children survive and develop to their full potential is not only a moral imperative but is also 
important on practical grounds since it yields positive benefits to economies and societies. 
The foundation of an individual’s health and well-being is laid in early childhood, the most 
opportune time, therefore, to break the cycle of poverty, or prevent it from beginning, is 
during that time. In this regard, government have been encouraged to develop and 
implement child friendly budgets. UNICEF (2007) defines a child friendly budget as one 
that-reflectsthat-reflects the realization of children‘s rights. Specifically, national budgets that 
adequately address children’s issues, such as poverty, malnutrition, illiteracy or child 
protection can be considered to be equitable child friendly budgets. The goal of these 
children’s budgets is the prioritization of children and other socially vulnerable groups in the 
public expenditure system. 

PUBLIC DEBT, ECONOMIC GROWTH AND POVERTY  

Zambia recorded perhaps the best economic and social development progress between 
2004 and 2014, with annual economic growth averaging 7.4% during the decade (World 
Bank, 2015).  By the year 2014, the country became the 7th fastest growing economy in 
sub-Saharan Africa and the 10th in the world (MFNP, 2014). In 2014, Zambia’s GDP per 
capita was US$1,664.1, higher than that of Ghana, Tanzania, Kenya, Uganda and 
Zimbabwe. Zambia was indeed making positive economic strides towards its Vision 2030. 
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In 2011, this impressive high growth made Zambia achieve middle-income status (World 

Bank, 2018).  Based on World Bank Statistics (2019), Zambia’s economy doubled in size 

between 2004 and 2014 while real GDP per capital increased by 50%. 

Unfortunately,Unfortunately, Zambia’s impressive growth only benefitted a small segment of the urban 

population and had limited impact on poverty. Poverty rates increased from 56.7% in 2004 

to 64.5% in 2010. Currently, Zambia ranks among the countries with highest level of 

inequality globally. Fifty-eight percent of Zambia’s 16.6 million (2015) people earn less than 

the international poverty line of $1.90 per day (compared to 41% across Sub-Saharan 

Africa), and three quarters of the poor live in rural areas (World Bank, 2018). This prompted 

the Zambian government to turn towards an ‘inclusive growth agenda.’ Zambia recently 

embarkedembarked on an ambitious infrastructural development agenda to take development to 

all parts of country through the construction of roads, schools, health facilities and other 

installations. Such spending on social sectors was envisioned to reduce poverty and 

improve the standards of living of the population.   

To achieve this goal, the government turned to debt financing, thus triggering a new era 

of debt accumulation. The Nation issued a US$750 million Eurobond in 2012 followed by 

US$1 billion and US$1.25 billion Eurobonds in 2014 and 2015 respectively (World Bank, 2017). 

Furthermore, between 2011 and 2018, Zambia also contracted new loans from China and 

other bilateral lenders. 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). According to 

thethe Ministry of Finance, as at end of December 2018, when a comprehensive update on 

public debt was provided, Zambia had K58.26 billion as domestic debt, US$10.05 billion as 

external debt, publicly guaranteed debt of US$1.3 billion and domestic arrears of K15.6 

Billion. This means the total stock of public debt and publicly guaranteed debt, inclusive of 

domestic arrears was about US$ 17.5 billion: this translates to 61.7% of GDP. The external 

debt stock comprised of 53% commercial debt and 22% multilateral and bilateral debt, 

while the remaining 25% was export and suppliers credit.
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RATIONALE, OBJECTIVES AND METHODS  

3.1 Rationale 
Zambia’sZambia’s debt accumulation has resulted in poor macroeconomic stability: foreign 

reserves have reduced by about US$ 1 billion within the past 2 years while Economic 

growth has reduced from an average of 7.4% between 2004 and 2014 to 3.7% in 2018 and 

projected 2.9% growth in 2019  (World Bank, 2019, IMF,(2019). Many stakeholders have 

extensively focused on the impact of debt on the economy at the neglect of the original 

purpose of debt accumulation. There is limited information on how Zambia’s new episode 

of debt accumulation has constrained government’s social sector spending. The 2019 

NationalNational Budget’s increased allocation towards debt servicing from 19% to 27% while 

reducing percent share allocations towards health, education and social protection, this 

necessitates an inquiry into how debt accumulation has affected the nation’s ability to 

spend on social and developmental programs. Since government spending towards the 

social services affects the living standards of the most vulnerable groups such as children, 

youths and women. Debt accumulation has the potential to either positively or negatively 

influence the government’s ability to meet both Vision 2030 goals and SGDs.

3.2 Objectives and Methods  
ThisThis paper therefore seeks to assess how public debt, during the period 2008 to 2018, has 

affected government spending towards the attainment of child-centered Vision 2030 

goals and SDGs. In this quest, data on government spending towards debt service 

payments and social sectors has been collected from Ministry of Finance National Budgets 

and Annual Economic Reviews in order to assess the presence of a crowding-out effect 

between debt servicing and social sector spending. Further, statistics on child sensitive 

Vision 2030 goals and SDGs indicators has been collected to evaluate whether debt 

accumulation is enhancing Zambia’s drive to achieve its long-term plans.accumulation is enhancing Zambia’s drive to achieve its long-term plans.

In order to assess both the nexus between debt servicing and social sector spending, and 

that between debt accumulation and socio-economic indicators, a time series approach 

has been employed. The Johansen Cointegration Test is used for trend analysis while 

correlation analysis has been used to assess the nature of relationships among the 

measures. The Granger causality analysis is used to assess the direction of causation.
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FIGURE 1: ZAMBIA DOMESTIC AND EXTERNAL INTEREST PAYMENTS, 2008-2018

DEBT SERVICING AND SOCIAL SECTOR SPENDING

4.1 Debt Servicing Trends 
PublicPublic debt contraction, both domestically and internationally, comes with interest 

payments and principal repayments in the case of bonds. For the period 2008 to 2018, 

Zambia has been making average annual payments of K3.2 billion and K2.7 billion towards 

domestic and external debt respectively. Consider Table 2 below showing a summary of 

debt service payments. 

TheThe maximum external and domestic debt service payments were made in 2018, making 

total debt servicing expenditure equal K23.6 billion. Consider Figure 1 below showing that 

both external and domestic debt service payments have been increased since 2008.

TABLE 2: SUMMARY OF ZAMBIA’S DEBT SERVICE EXPENDITURE, 2008-2018
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4.1 Debt Servicing Trends 
It was revealed in the 2019 National Budget that interest payments towards the current 

stock of debt have the potential to crowd-out government spending towards the social 

sectors. In the Budget, the share allocated to debt increased from 19.9% to 27% while share 

allocations towards education, health and social protection reduced. Figure 2 shows the 

rise in debt service payment as compared to government spending towards social sectors.

TheThe increase in government expenditure and budget allocations towards debt payments 

beyond what is being allocated towards the social sectors is cause for great concern. 

Figure 3 shows how the expenditure share allocations towards debt and critical social 

sectors have evolved over the past 10 years. Zambia has been allocating less than 5% of 

the budget towards social protection, 7% to 11% towards health and 15% to 23% towards 

education.

FIGURE 2: ZAMBIA’S TOTAL INTEREST AND SOCIAL SECTOR SPENDING, 2008-2018.
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TABLE 3: CORRELATION BETWEEN GOVERNMENT EXPENDITURE CATEGORIES, 2008-2018

4.3 Correlation Analysis 
An analysis of the correlation among variables or measures is often a very important tool in 

establishing the nature of relationships among key variables. In this case, Table 3 

summarizes the correlation analysis results between debt interest expenditure and 

expenditure towards the social sectors for the period 2008 to 2018.

Note: *** means significant at 1%, ** significant at 5% and * significant at 10%. 

TheThe correlation and causality results indicate that as debt interest payments increase, 

health expenditure and housing and social protection expenditure remains unaffected 

since the may even increase. However, debt servicing, as measured by interest payments, 

significantly reduces government expenditure towards education and, housing and 

community amenities. The correlation with education is -0.358 while that with housing and 

community amenities is -0.202.

FIGURE 2: ZAMBIA’S TOTAL INTEREST AND SOCIAL SECTOR SPENDING, 2008-2018.
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TABLE 4: CORRELATION BETWEEN EXTERNAL DEBT AND VISION 2030 AND SDG INDICATORS

DEBT ACCUMULATION, VISION 2030 AND SDGs NEXUS 

InIn order for Zambia to achieve child centered Vision 2030 and the SDGs, there is need for 

the nation to reduce infant mortality, increase life expectancy, reduce youth 

unemployment, increase primary school enrollments, reduce poverty, and increased 

economic growth, among other things. As the country continues to increase its debt 

accumulation, there is need to assess whether there has been any meaningful progress 

towards achieving Vision 2030 and SDGs. Consider table 4 below:

Note: *** means significant at 1%, ** significant at 5% and * significant at 10%. 

TheThe results of the correlation analysis indicate that Zambia has made progress with respect 

to health indicators. This is indicative of the fact that debt accumulation has not 

crowded-out health expenditure. However, debt accumulation has been found not to 

correlate with education sector indicators. Through the crowding out of education 

expenditure by interest payments, Zambia has recorded reduced primary school 

enrollments and increased numbers of children out of school. On the economic front, 

economic growth has been subdued by debt accumulation with a negative correlation of 

-0.845,-0.845, due to a reduction in population growth within the past 6 years, external debt has 

been found to be positively correlated with real per capita GDP which improved over the 

period.
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POLICY RECOMMENDATIONS AND CONCLUSIONS   

ThisThis paper sought to investigate the implications of Public debt on investments towards 

children with a special focus on Zambia’s quest to achieve its Vision 2030 and Sustainable 

Development Goals. It has been established that Zambia has increasingly spent more 

resources towards interest payments: in 2018 the country spent K13.6 billion towards debt 

servicing as compared to only K1.1 billion in 2008. Most of the debt servicing has been with 

respect to domestic debt but external debt servicing has drastically increased over the 

period. Interest payments towards external debt are projected to surpass domestic interest 

expenditure in 2019.expenditure in 2019.

 

Government’s issuance of Eurobonds and continued accumulation of debt has resulted in 

increased interest payments which have steadily increased above health and education 

expenditure. The crowding out of government expenditure towards the social sectors has 

been found to be prevalent within the education sector while the health sector has 

remained a priority area-resulting in lower child mortality, higher life expectancy and a 

general improvement of the Human development indicator. Although debt has not 

crowded-out health expenditure, the reduced allocations towards education as a result of 

interestinterest payments has resulted in lower primary school enrollments and increased numbers 

of children out of school among those with primary school age. Debt accumulation 

therefore poses a great risk towards achieving the nation’s education targets.  In light of 

these, The Center for Trade Policy and Development makes the following 

recommendations:

1. There is need for government to mitigate against the negative effect of interest 
payments on its allocations towards the education sector. Education is critical for 
development and thus the need to reduce the number of children out of school. 

2. It is commendable that debt accumulation has not affected public investment 
towards children within the health sector. Even though the health outcomes may 
well be attributed to continued donor support, government should not reduce its 
health expenditure.

3.3. Overall, there is need for government to develop and implement a credible debt 
management plan. Government should take real steps towards achieving fiscal 
consolidation through implementing austerity measures and improved debt 
management. 
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