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EXECUTIVE SUMMARY
In 2017, Zambia was assessed as one of the countries that were at the verge debt distress by the IMF/
World Debt Sustainability Assessment (DSA). Between 2011 and 2021, Zambia’s debt has been on the 
rise and putting a huge burden on the treasury in terms of debt service. The increase in debt has seen 
Africa’s second largest copper producer become the first COVID 19 era default nation, in November 
2020, when it defaulted on its US$ 42.5 million repayment. In recent years, Zambia’s debt stock has 
demonstrated a high propensity towards commercial contracts from international financial markets. 
Among the most prominent loans are the US$ 3 billion Euro Bonds that were contracted in amounts 
as follows: US$ 750 million, US$ 1.0 billion, and US$ 1.25 billion. In addition, there are Chinese loans 
estimated at over US$ 3 billion.  The current external debt stock including publicly guaranteed and 
non-publicly guaranteed loans amount to US$ 14.71 billion as at end of September 2021. At the end 
of September 2021, domestic debt stood at K189.7 billion, domestic arrears at K46.7 billion and fuel 
arrears at 8.6 billion.

The last few years have seen an escalation of debt service levels in the country, thereby exerting 
pressure on the fiscus.  The analysis reveals an increase in debt service share of the budget from 
about 40 percent in 2021 to over 45 percent in 2022. Debt service amount is partly meant to refinance 
some of the debt and prepare for the US$ 750 million Eurobond due in September 2022. However, the 
Government’s commitment in dismantling domestic arrears remain very low and a cause of concern.

The debt service burden is evidently crowding out the productive sectors or economic affairs in 
the national budget. In 2021 and 2022, debt service surpassed economic affairs, this undermines 
the potential to unlock the potential in various sectors such as Agriculture, Mining, Manufacturing, 
Tourism, Energy, Transport, Information and Communications Technology.

In the 2022 National Budget, spending to social sectors is planned to increase in nominal terms. 
However, this increase has seen a digression from targets set in the international agreement around 
social spending in health and education. For instance, the education sector spending as a share of 
the budget has reduced from 8.1 to 8.0 percent, away from the Abuja Declaration target of at least 
15 percent. 

Equally, education spending as a share of the budget has reduced from 11.5 to 10.4 percent, away 
from the Incheon Declaration and Framework for Action which prescribes an allocation within the 15 
to 20 percent range. Similarly, despite an increase in nominal monetary allocation, social protection 
spending as a share of the budget has reduced from 3.6 percent for 2022 from 4 percent in 2021. 

The budget shows some intent to deal with the debt but not convincingly as it is anchored on the 
successful IMF programme. The Government should manage the Zambia/China relationship well, as 
the Chinese remain strategic partners in as afar as debt management is concerned considering the 
huge stock of debt involving that country. The Government must adopt a consultative and participatory 
approach by including key stakeholders including the CSOs in addressing debt management issues. 
Beyond the International Monetary Fund, the Government of the Republic of Zambia should be 
prepared to find long term solutions in the debt situation in the Country. The Government of Zambia 
should make a clear position on the Economic Recovery Plan made by the previous regime.

Chairperson 
Civil soCiety Debt allianCe
Fr. alex muyebe
exeCutive DireCtor - Jesuit Centre For theologiCal reFleCtion (JCtr)
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1. Introduction 

Over the past decade the face of public debt in Zambia has changed significantly as 
the country has increasingly relied on non-concessional borrowing to finance various 

development projects and programmes not limited to infrastructure. For instance, as 
Zambia transitioned from a low-income to a lower middle-income country in 2011, its 
borrowing possibilities unlocked, and the country was able to participate in commercial 
debt markets accumulating up to a total of US$3.0 billion of Eurobond debt in less than 5 
years. The Eurobond composition is US$750 million, US$1.0 billion, and US$1.25 billion in 
2012, 2014 and 2015 respectively . Other commercial loans have been obtained from an 
individual (Mikalile Trading), commercial banks and other financial institutions such as the 
Bank of China, Israel Discount Bank to Johannesburg-based bank Investec Plc. Zambia’s 
huge burden to repay these debts has put enormous strain on the treasury, since debt 
service expenses remain higher than the country’s ability to earn revenue to repay these 
loans. 

The debate around Zambia’s debt stock is one that has existed for a while. Especially in 
more recent times, as the country’s macroeconomic fundamentals deteriorated. One 
conversation that has been sparked remains on how the country has gotten itself to such 
unsustainable levels of debt yet again despite having received relief in the early 2000s. 
  
Realising the importance to deal with the debt crisis, civil society organisations saw it 
necessary to organise itself to deliver more impactful advocacy and lobbying on Zambia’s 
debt situation. A strategic platform known as the Civil Society Organisation (CSO) Debt 
Alliance was birthed in late 2020. This Alliance is a coalition of civil society organisations 
that seek to improve public debt management in Zambia in a harmonized manner and 
create a platform for advancing stronger debt accountability. The Alliance recognises the 
importance of a clear and publicly accessible roadmap for debt sustainability which is 
cardinal for accountable public debt management in Zambia.
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2. Background
Zambia’s debt soared to an extent that in the late 1990s, it became almost impossible for 
Zambia to meet its debt obligations. This led to the classification of the country as a Highly 
Indebted Poor Country (HIPC). In response to this, there was massive campaign from CSOs 
under the Jubilee 2000 and other actors demanding for cancellation/ forgiveness of debt. 
As a result, Zambia managed to reach the HIPC completion point set by the IMF/World Bank 
(from over USD 7.1 billion in 2004 to USD 502 million in 2006). This freed up resources and 
helped the country return to an upward growth trajectory that saw it classified by the World 
Bank as a lower middle-income country in 2011 after years of robust growth in the early 
2000s. 

Despite having benefited from the HIPC debt relief in the early 2000s, Zambia has borrowed 
heavily since 2012 and is now burdened with debt. One reason cited has been the shift in 
the international financial systems that created more space for developing countries such 
as Zambia to borrow from commercial markets and private financial sources rather than 
the conventional bilateral and multilateral lending institutions.

The Ministry of Finance and National Planning through the released Public Debt Summary 
- as of End-June 2021 estimated Zambia’s external debt stock at US$12.91 billion. With 
repayments largely driven by foreign exchange rates, external debt remains stressful 
on Zambia’s small economy (GDP of less than US$30 billion). Currently, the country 
is struggling to keep the economy growing and reduce poverty. As of September 2021, 
inflation stood at 22.1% away from the country’s medium-term target range of 6 - 8%. 
In view of the imminent start of the 8th National Development Plan and the Vision 2030, 
there is a pressing need to align plans and budgets if Zambia is to be back on its upward 
economic trajectory.

The rise in public debt, notwithstanding the emergence of the Coronavirus pandemic 
(COVID-19), has had adverse effects on inflation, exchange rates and ultimately growth, as 
well as reducing fiscal space for critical productive and social spending. This is seen from 
the proposed 2022 National Budget allocations by function of government where over 45% 
of the total budget will be channeled towards debt servicing. Furthermore, the economy 
has been marked by high fiscal deficits, which are primarily attributable to commitments 
to finance fuel and electricity subsidies, as well as the Farmer Input Support Programme 
(FISP). It has since remained the government’s desire to return to a fiscally sustainable 
path. Zambia aimed to reduce its fiscal deficit to 9.3 percent of GDP in 2021, down from 
11.7 percent in 2020. The 2022 National Budget, on the other hand, intends to limit the 
fiscal deficit to no more than 6.7 percent of GDP. 

1 https://www.zipar.org.zm/download/working-paper-no-37-december-2019-options-for-paying-back-zam-
bias-eurobond-debt/
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3. Motivation
Generally, the performance of budgets in Zambia has had significant challenges with a 
larger concern on the performance of revenue against expenditure. This has led to sustained 
fiscal deficits the country has experienced in the last five years. Total expenditure for the 
first nine months of 2021 amounted to K112.9 billion and held a 25.7 percent position 
above the target of K89.8 billion. Furthermore, the expenditure to year end of 2021 has 
been projected to K139 billion, representing 16.2 percent above the target of K119.6 billion. 
The fiscal deficit, on a cash basis, has been projected at K39 billion representing 10.4 
percent of GDP by end of 2021 and is above target of 9.3 percent. In 2021, overall budget 
performance over the first nine months was encouraging with total revenue and grants 
amounting to K77 billion against the target of K51.1 billion being above the target by 50.7 
percent. Total revenues for the fiscal year 2021 are projected at K96.8 billion against the 
target of K68 billion. With high fiscal deficits and limited domestic revenue resource base, 
Zambia’s debt and debt service levels remains so high. This has continued to crowd out 
other expenditure functions of the national budget such as economic affairs and social 
spending in health, education, social and environmental protection. Driven by the desire 
to provide input into Zambia’s debt management. The CSO Debt Alliance has taken time 
to review the 2022 National Budget presented under the theme “Growth, Jobs and Taking 
Development Closer to the People”. The analysis gives the thematic focus and mandate 
of the CSO Debt Alliance and is skewed towards the impact of debt on the social and 
productive sectors of the economy. The subsequent sections below highlight key areas of 
interest and recommendations to the new dawn government.

4. Methodology

The analysis was conducted through a three (3) day Consultative meeting held from 
the 29th October 2021 to 31st October 2021 at the Grand Palace Hotel in Lusaka. The 
meeting was attended by various members of the Civil Society Debt Alliance that include 
Jesuit Centre for Theological Reflection (JCTR), Non-Governmental Organisation Coalition 
Council (NGOCC), Zambia Tax Platform (ZTP), Caritas Zambia, and the Centre for Trade 
Policy and Development (CTPD) among others. The analysis further used a desk review 
process to extract information on the past National Budget Speeches from the National 
Assembly website.

5. Budget Analysis on Key Components of Debt
This section endeavors to carry out an analysis of the key pronouncements around 
Zambia’s public debt. Some of the elements to be covered are the domestic and external 
debt position, debt service (external, domestic, and domestic arrears) allocations, foreign, 
domestic financing, and domestic revenues in the 2022 National Budget. The debt service 
analysis takes a snapshot view of the past four years from 2018. The National budget 
included some of the key debt figures to give the debt situation at the time of the 2022 
National Budget. 
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Based on the diagnosis of the 2022 National Budget, the debt service burden will be as 
apparent in the 2022 fiscal year, as it has been over the recent past. Particularly, the 
budget reports a 2% increase in the stock of Central Government External debt from $12.74 
billion in December 2020 to $12.99 billion in September 2021, premised on continued 
disbursements from multilateral and other creditors. When publicly guaranteed and non-
publicly guaranteed debt is considered, the stock of public external debt stands as U$14.71 
billion as shown in figure 1 above. 

Figure 2 below shows the breakdown of the central Government external debt position. 
Accumulated interest arrears arising from external debt stood at US$ 600.4 million, while 
principal arrears due to the ongoing debt stand still amounted to US$ 1.2 billion. External 
debt without the accumulated interest and principal arrears was valued at US$ 11.19 billion 
by end of September 2021.

4 
 

5.0 Budget Analysis on Key Components of Debt  
 

This section endeavors to carry out an analysis of the key pronouncements around Zambia’s public 

debt. Some of the elements to be covered are the domestic and external debt position, debt service 

(external, domestic, and domestic arrears) allocations, foreign, domestic financing, and domestic 

revenues in the 2022 National Budget. The debt service analysis takes a snapshot view of the past 

four years from 2018. The National budget included some of the key debt figures to give the debt 

situation as the time of the 2022 National Budget.  

Figure 1: Stock of External Debt Position - Including Public and Non-Public Guaranteed 

 
Source: Ministry of Finance- Budget Estimates of Revenue and Expenditure (2021) 

 
Based on the diagnosis of the 2022 National Budget, the debt service burden will be as apparent 

in the 2022 fiscal year, as it has been over the recent past. Particularly, the budget reports a 2% 

increase in the stock of Central Government External debt from $12.74 billion in December 2020 

to $12.99 billion in September 2021, premised on continued disbursements from multilateral and 

other creditors. When publicly guaranteed and non-publicly guaranteed debt is considered, the 

stock of public external debt stands as U$14.71 billion as shown in figure 1 above.  

 

Figure 2 below shows the breakdown of the central Government external debt position. 

Accumulated interest arrears arising from external debt stood at US$ 600.4 million, while principal 

arrears due to the ongoing debt stand still amounted to US$ 1.2 billion. External debt without the 

12.99

0.1092
1.4508

0.16452

14.71

0
2
4
6
8

10
12
14
16

External Debt Public Guaranteed
External Debt -

SOEs

Publicly
Guaranteed

External Debt -
ZESCO

Non Publicly
Guaranteed

External Debt -
SOEs

Public External
Debt

Stock of External Debt Position-Including Public and Non Public Guarantees 
(US$' Billion) 

5 
 

accumulated interest and principal arrears was valued at US$ 11.19 billion by end of September 
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5.1 Debt Service Composition

In the 2022 National Budget, K51.3 billion, K27.4 billion and K3.1 billion has been set aside 
for external, domestic debt service and dismantling domestic arrears respectively. This is 
an increase compared to the allocations in 2021, where K27.7 billion, K18.3 billion and K2.8 
billion were apportioned towards external, domestic debt service and domestic arrears 
respectively.

Debt servicing is planned at 45.35% of the budget, with K27.36 billion to be used on 
domestic debt and K51.31 billion on external debt service. The total budget is projected to 
be around K173 billion, with domestic revenue & financing accounting for K123 billion with 
the external financing K47.2 billion.
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Debt servicing is planned at 45.35% of the budget, with K27.36 billion to be used on domestic 

debt and K51.31 billion on external debt service. The total budget is projected to be around K173 

billion, with domestic revenue & financing accounting for K123 billion with the external financing 

K47.2 billion. 

Figure 4: Composition of Debt Service as a Share of the Budget. 

 
Source: Ministry of Finance- Budget Estimates of Revenue and Expenditure (2018 -2022) 
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With results shown in the figure 4 above, there was generally an upward increase in the 
debt service as a share of the National budget for both foreign and domestic repayment 
obligations. There was an increase of approximately 7 percent for external debt service, 
1 percent increase for domestic debt obligations and a zero movement in fulfilling 
commitments towards domestic arrears, all representing a share of the total budget.

5.2 Dismantling Domestic Arrears against Stock of Arrears

The Minister made a pronouncement in the budget address, to commit the government 
to dismantle domestic arrears over a 5-year period. The amount allocated to dismantle 
domestic arrears in 2022 is K3.1 billion in 2022 as shown in figure 5 below.

Zambia’s current stock of audited Central Government domestic arrears, excluding fuel and 
electricity arrears stood at K46.9 billion Kwacha as at June 2021, with fuel arrears standing 
at US$477.79 million (or K8.6 billion) at the end of August. Central government domestic 
arrears stood at K41.0 billion at the end of 2020, this shows an increase of 14.4% in less 
than 6 months. This growth was accelerated by weak control systems and budgeting 
constraints. The bulk of the arrears are to road contractors, suppliers, VAT refunds and 
emoluments to civil servants.
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Figure 5: Allocation for Domestic Arrears (Billions of Kwacha) 
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The figure 6 above shows the domestic debt position as at end of September 2021, where 
fuel arrears stood at K8.6 billion, while domestic arrears (excluding fuel and electricity) 
amounted to K46.7 billion.

Domestic debt through issuance of government securities has increased from K130.2 
billion to 189.7 billion largely attributed to subsidies on FISP and expenditure on COVID-19. 
Government, through this budget promises to restructure FISP into a new comprehensive 
agriculture support programme. 

Although stakeholders are yet to have more information on the proposed programme, 
Government believes that it will potentially slowdown the pace of domestic debt 
accumulation for the purpose funding FISP. Nevertheless, the evolving threat of the 
COVID-19 pandemic remains an upside risk in this regard. To keep domestic borrowing in 
check, the 2022 National Budget envisions, as one of its macroeconomic targets, to limit 
domestic borrowing to not more than 5.2% of GDP.

5.3 Debt Service and Economic Affairs Spending

One of the functions of the national budget which has been crowded out by the high debt 
service, is the economic affairs or productive sector. In 2022, planned domestic debt 
service is K27.4 billion and external debt service is K51.3 billion compared to K33.71 billion 
to be spent on economic affair.
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In 2021, planned domestic debt service is K18.3 billion and external debt service is K27.75 
billion compared to K21.5 billion to be spent on economic affairs. In 2021 and 2022, 
planned external debt service outstripped the amounts spent on economic affairs.

The figure above shows the planned expenditure on individual debt services (domestic debt, 
domestic arrears, and external debt service) as a share of the total national budget for 2021 
and 2022. For instance, in 2022, the Government plans to spend approximately 30 percent 
of the budget on external debt service against overall economic affairs spending of 19.5 
percent. It is important to note that economic affairs has increased in nominal allocation 
as well as a percentage share of the budget by 1.5 percent in 2022. This is an indication of 
the importance Government is attaching in investment towards the productive sectors of 
the economy.
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In 2021, planned domestic debt service is K18.3 billion and external debt service is K27.75 billion 

compared to K21.5 billion to be spent on economic affairs. In 2021 and 2022, planned external 

debt service outstripped the amounts spent on economic affairs.  
Figure 8: Comparison of Individual Debt Service and Economic Affairs Spending as a Shares of the National Budget 
 

 
 

Source: Ministry of Finance- Budget Estimates of Revenue and Expenditure (2021 -2022) 
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In 2022, total debt service is planned at K81.81 billion compared to K33.71 billion to be 
spent on economic affairs. While in 2021, Government to spend around K48.81 billion on 
total debt service against K21.5 billion in economic affairs. This is clear that debt service is 
crowding out spending towards the productive sectors of the Zambia economy.

5.4 Debt Service and Social Sector Spending

Figure 10 shows the budgetary allocation to debt service, health, education, and social 
protection. It is evident that debt service allocations have outstripped key social sector 
spending in the last five years. This picture is even more proposed in the 2022 National 
Budget. Commitment towards debt service has increased to an overall amount (External 
and domestic debt service only), planned at K78.6 billion in 2022, compared to K46 billion in 
2021. This increase represents an addition K32.6 billion from the 2021 budget.  An increase 
in debt service in the 2022 National budget exerts weight on the social sector spending.
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Figure 10: Social Spending and Debt Service 

 
Source: Ministry of Finance- Budget Estimates of Revenue and Expenditure (2018 -2022) 
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This analysis shows that the current increase of K32.6 billion in debt service (External and 
Domestic), represents 96 percent of the total health sector budget from 2018 to 2021. 
Furthermore, the planned debt service figure represents 86 percent of the total education 
sector budget from 2018 to 2020 and can also represent approximately 3 times the total 
budget allocated to social protection from 2018 to 2021. One of the progressive aspects 
of the social protection is that the 2022 National budget has committed to dismantling of 
all pension arrears.

Zambia is signatory to various international agreements and protocols that have set 
a benchmark on the proportion of expenditure that should go towards key sectors. Key 
among these are the Abuja Declaration requiring share of the health sector spending to 
be at least 15 percent. The Incheon Declaration and Framework for Action proposes that 
education spending as a share of the budget should be in the range 15 to 20 percent. With 
reference to the results in the figure 11 above, it clear that the 2022 National Budget does 
not meet the set protocols in health, education, and social protection.
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Zambia is signatory to various international agreements and protocols that have set a benchmark 

on the proportion of expenditure that should go towards key sectors. Key among these are the 

Abuja Declaration requiring share of the health sector spending to be at least 15 percent. The 

Incheon Declaration and Framework for Action proposes that education spending as a share of the 

budget should be in the range 15 to 20 percent. With reference to the results in the figure 11 above, 

it clear that the 2022 National Budget does not meet the set protocols in health, education, and 

social protection.  

Figure 12: Domestic Revenue and Financing 

 
Source: Ministry of Finance- Budget Estimates of Revenue and Expenditure (2018 -2022) 
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From the figure 12 above, there is an increase in the proposed domestic revenue from 
K65.9 billion in 2021 to K98.9 billion in 2022. On the other hand, the proposed domestic 
financing has increased to K72.3 billion in 2022 to K51.6 billion in 2021.

On the flip side, the proposed total domestic revenue as a share of the national budget 
increased to 57.1 percent in 2022, compared to 55.2 percent in 2021. However, there is 
reduction in domestic financing as a share of the resource envelope to 41.8 percent in 2022 
from 43.2 percent in 2021.
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Figure 13: Percentage Movement in Domestic Revenues and Financing 
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From the figure above, domestic financing is planned to increase at a much slower rate 
in 2022 than in 2021. For instance, the Government planned to raise K3.5 billion through 
domestic borrowing in 2020, compared to K17.3 billion in 2021. However, in 2022, the 
government plans to raise K24.5 billion through domestic borrowing, representing a 
growth rate of 394.3 percent. Furthermore, the Government further plans to raise foreign 
borrowing of K72.3 billion in 2022 compared to K34.2 billion in 2021, representing a growth 
rate of 114.4 percent.

As the share of national budget, both planned domestic and foreign borrowings have seen a 
decline. Domestic financing is planned to reduce to 27.7 percent in 2022 from 28.6 percent 
in 2021, while foreign financing is estimated to decrease to 14.1 percent in 2022 from 
14.6 percent in 2021. Domestic financing share of the budget reduced by 0.5 percent and 
foreign financing reduced by 0.95 percent, mainly attributed to an increase in budget size 
for 2022.

5.5 COVID-19 and Debt Related Issue

COVID-19 has been a doubled edged sword, with the sharper side of economic contraction, 
piercing more than the other of the debt standstill. In 2020 Zambia entered a moratorium on 
its debt obligations, and in 2021 following the successful application of the Debt Servicing 
Suspension Initiative (DSSI). 

During the COVID-19 pandemic, the Zambian economy entered one of its deepest recessions 
in history, shrinking by 3% in 2020 (Ministry of Finance, 2020, p. 46). This was the first time 
since 1998 that the Zambian economy had contracted. 
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Furthermore, the Government further plans to raise foreign borrowing of K72.3 billion in 2022 

compared to K34.2 billion in 2021, representing a growth rate of 114.4 percent. 

Figure 15: Percentage Share of Domestic and Foreign Financing to Budget 
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6. Analysis of Some Key Highlights in the Proposed     
    2022 National Budget 
i. Prior to this budget, the structure of National Budgets has been 50% towards the public 
sector wage bill, 40% towards debt servicing and 10% on other social-economic sectors. 

ii. The total budget for 2022 is pegged at K173 billion with a projected domestic resource 
envelope of K98.9 billion.

iii. There has been an increase of about K53.4 billion in planned expenditure from 2021 to 
2022.

iv. Target revenues have also increased, but by a lesser amount of about K32 billion.

v. These numbers imply an increase in gross financing by about K20.7 billion to K72.3 
billion from K51.6 billion. The minister of finance clarifies that this will be financed through 
grants, borrowing and ‘gifts’ from co-operating partners. 

vi. The Expenditure-Revenue ratio for 2021 was 1.76 (119.6 to 68), in 2021, compared to 
1.75 (173 to 98.6) in 2022. The implication is that for each K1 that we raised in 2021, we 
needed to borrow 76 ngwee more to meet our planned expenditure. This has minimally 
dropped in 2022; for each K1 that we will raise, we envisage that we will have to borrow or 
draw down from SDRs an additional 75 ngwee to meet our planned expenditure.

vii. Just like in 2021, gross financing will be supported by domestic and external borrowing. 
The main difference is the US$1.33 SDR addition from the IMF for 2022.

viii. Despite the increased budget size, the debt burden has relatively edged up in the 2022 
National Budget. Put together, total expenditure on domestic and external debt inclusive of 
arrears is projected to increase from K48.7 billion in 2021 to K81.7 billion in 2022.

6.1 Debt Management Strategy and the IMF Programme 

Relatively, the debt burden which was about 40.7% the budget in 2021, is projected to 
increase to 47% in 2022. This reiterates the need to deal with ‘the elephant in the room’-
public debt. Scaling up the budget size has not resolved the underlying effects of debt on 
fiscal fitness. 

Following the March 2021 engagement with the IMF, the fund indicated the need for Zambia 
to come up with a detailed fiscal reform agenda to achieve sustained fiscal consolidation 
needed to correct current fiscal imbalances. Throughout the budget address, the Minister 
remained silent on Government’s position on the Economic Recovery Program (ERP) which 
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was developed by the previous administration. Government has reiterated its commitment 
to concluding a formal programme with the International Monetary Fund (IMF) by end of 
November 2021.  The unanswered question is, what is the basis of discussions with the IMF 
this time around? This needs to be clear and should be made known to citizens as part of 
the transparency principles.

However, the Minister was optimistic about concluding a formal program with the IMF by 
end of November 2021. This will in turn feed into Zambia’s application for a treatment 
under the G20 common framework and subsequently aid the restructuring of external debt. 
The strategy on managing external debt also promises a halt on contraction of external 
non-concessional debt, except in cases of refinancing. The creditors in question and the 
strategy for rescoping and/or cancellation of pipeline loans remains unclear. There seems 
to be no comprehensive debt management strategy that provides a detailed process and 
timelines for debt repayment and financial risk mitigation.

6.2 Other Domestic Arrears

Domestic arrears have edged up, from K41 billion to K46.9 billion, while the stock of 
guaranteed and non-guaranteed debt stands at $1.56 million, with a large proportion of 
this (93%), attributed to the state-owned power utility company, ZESCO. The continued 
accumulation of debt by State Owned Enterprises (SOEs) calls for concern. Further, the 
budget reports an accumulation of arrears amounting to $477.7 million on importation 
of fuel owing to price differentials between landed costs and pump prices. Beyond this, 
the budget is not emphatically clear on the way forward. Unanswered questions revolve 
around whether this will trigger increased subsidies towards fuel importation or citizens 
should expect upward adjustments in pump prices of fuel. There areas of concern are 
around how fuel arrears will be dismantled and how to deal with SOEs behaviour to contract 
debt. Furthermore, domestic debt does not include the US$ 1.5 billion off take arrangement 
involving the Zambia Consolidated Copper Mines (ZCCM), a mining investment company 
and Glencores’s Mopani Copper Mines (MCM).

7.0 Legal Reforms – Related Laws linked to Debt 
Strategies (Contraction and Application) 
In his 2022 National Budget address, the Minister of Finance did clearly state that he will 
table in this session of parliament before the house the Loans, Grants and Guarantees 
(Authorization) Bill which will repeal and replace the Loans and Guarantees (Authorisation) 
Act Cap 366 of 1969. This is a progressive move as the new legislation will form part of 
debt management strategy. which is expected to enhance transparency in public debt 
management and in the contraction of loans and evaluation, issuance, and monitoring of 
public guarantees.
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8.0 Conclusion 
Managing the debt crisis in the short, medium, and long term cannot be overemphasized 
if Zambia is to head towards an economic growth trajectory and become a prosperous 
middle-income country by the year 2030. The UPND Government’s strategy towards 
economic recovery presents some level of uncertainty as the country is heavily reliant on 
the possibility of a successful IMF programme and the subsequent debt restructuring. The 
budget address indicates that the Government will mainly be banking on an IMF programme 
without a clear alternative framework.

The 2022 National budget is less responsive to the demands for fiscal consolidation as it 
presents great potential for sustenance of high fiscal deficits and accumulation of debt to 
sustainable levels. However, much as the IMF presents an opportunity for debt restructuring 
with other creditors, the budget address did not extensively provide a clear medium to 
long term debt management strategy. The budget falls short on the strategy to improve 
debt management by creating a national debt management office as an autonomous 
agency responsible for developing and executing debt management policies that minimise 
financing costs over the long term. Additionally, the budget did not address the issue of 
the Economic Recovery Plan laid out by the previous regime as a tool for IMF programme 
engagement and negotiations.

Debt service has crowded out the key functions of the national budget like economic affairs. 
For instance, debt service has been taking up a huge quantum of Government resources 
away from Economic Affairs in 2021 and 2022 budgets. This will undermine the potential 
by the Government to drive a private sector led economy as less and less resources are 
applied away from the key sectors (Agriculture, Mining, Manufacturing, Tourism, Energy, 
Transport, Information and Communications Technology) that should propel this country 
to an accelerated economic recovery.

Apart from its effect on economic affairs, debt service has squeezed spending on social 
sectors such as health, education, and social protection. Health spending has increased in 
nominal terms but has seen a reduction in share of the budget from 8.1 percent in 2021 to 
8.0 percent in 2022, and still falls short of the 15 percent recommended under the Abuja 
Declaration of 2000. Likewise, spending towards education has increased in nominal 
terms, but reduced as a share of the budget from 11.5 percent in 2021 to 10.4 for 2022. 
The recommended share of the budget towards the education sector is the range of 15 – 20 
percent, according to the Incheon Declaration and Framework for Action of 2015. Spending 
on social protection increased in nominal monetary terms but its share of the budget has 
reduced from 4 percent in 2021 to 3.6 percent for 2022. The Governments’ commitment to 
dismantle the total stock of domestic debts from pension arrears is highly commendable 
as it will unlock liquidity for the retirees.

It is a progressive budget; as it is pro poor and sets the economy onto an inclusive growth 
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trajectory through increased budgetary allocation towards economic affairs and social 
sector spending. The Constituency Development Fund allocation has benefited from the 
over 1,500 percent increase from 2021 budgeted expenditure is example of this progressive 
thrust. 

Planned debt contraction for external and domestic debt has increased. Within the 2022 
National budget, less attention seems to be paid in addressing need to dismantle domestic 
arrears, given the amount and pace of repayment of these debts. The Expenditure-Revenue 
ratio for 2021 was 1.76 (119.6 to 68), in 2022, this will be 1.75 (173 to 98.6). The implication 
is that for each K1 that was raised in 2021, Government needed to borrow 76 ngwee more 
to meet our planned expenditure. This has minimally dropped in 2022 where, for each K1 
that would be raised, we envisage that Government will have to borrow or draw down from 
SDRs an additional 75 ngwee to meet its planned expenditure. 

The nominal amount of total planned debt financing has increased from K51.6 billion 
in 2021 to K72.3 billion in 2022. However, there is a reduction in the dependency that 
Government is placing towards debt contraction as indicated by the total debt financing as 
a share of the budget with 43.14 percent in 2021 and 41.8 percent in 2022.

The 2022 National Budget is expansionary against expectations of tight fiscal challenges 
currently facing the country. Further concerns remain pertaining to the budget credibility, 
integrity, and effectiveness with which the 2022 National budget will be implemented.

9.0 Recommendations
(1). The Government should design a robust domestic resource mobilisation strategy to 
meet its high revenue estimates in the 2022 National Budget and beyond. Debt and its 
associated debt service remain very high and a source of great concern hence the need 
for Government to ensure that spending towards the productive and social sectors is 
safeguarded. 

(2). The new administration should make known its position on the Economic Recovery 
Plan made by the previous regime, this is key as the ERP developed by the previous regime 
had clear, measurable plans on debt management as well as priority economic reform 
areas. 

(3). It will be imperative that the agreement with the IMF is concluded, and progress is 
made towards securing an agreement for a treatment under the G20 common framework. 
Beyond the International Monetary Fund programme, government should develop a more 
aggressive plan to stimulate private sector led economic growth

(4). Within the framework of the expected debt management strategy, the Government 
should manage the Zambia/China relationship well, as the Chinese remain strategic 
partners in as afar as debt management is concerned considering the huge stock of debt 
involving that country.
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(5). The Government must adopt a consultative and participatory approach by including 
key stakeholders including the CSOs in addressing debt management issues. This should 
not be a preserve of government and creditors only.

(6). There is need to amend the Loans and Guarantees (Authorisation) Act No.13 of 1994 
to enhance oversight role by parliament on debt contraction and management. The legal 
framework governing public debt management in Zambia is comprised of several laws at 
various levels, there is need to harmonise these various pieces of legislation which in some 
cases do not conform to the constitutional principles.

(7). There is need to strengthen public investment management as well as project selection 
and financing to ensure any debt contracted for project development gives adequate 
investment returns to instil debt sustainability. Further, strengthening and stabilizing the 
exchange rate remains key in this process as it directly affects the quantum of external 
debt service costs.

(8). Government should undertake a comprehensive performance evaluation of State-
Owned Enterprises to ascertain viability of these entities, drawing from findings 
and recommendations, government should then institute reforms. Explore financing 
opportunities through Public Private Partnerships, this would go a long way in easing 
Zambia’s debt burden.
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