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• Real GDP growth stood at 3.9% in 2017, representing a 
marginal improvement compared to 2016, even though 
agriculture rebounded after a bumper maize harvest and 
copper prices increased significantly. Over the medium 
term, growth is projected to be in the range of 4% as 
energy, mining, and wholesale and retail trade consolidate.

• Tightening fiscal policy and reducing the budget deficit 
remain key priorities for the Government as it continues 
to implement its economic stabilization and growth pro-
gramme. Inflation is expected to remain under 8% in the 
medium term.

• Investments in infrastructure have been strategic priori-
ties of recent Governments but unevenly distributed. The 
road sector has benefited from considerable resources 
and attention while other sectors, including energy, water 
and sanitation, have lagged. 

 
OVERVIEW

Real GDP growth stood at 3.9% in 2017 fostered by good per-
formance in agriculture, non-mining industries, and services 
sectors. This growth performance constitutes, however, only a 
marginal improvement compared to 2016. Agricultural produc-
tion rose by 25% despite an armyworm outbreak early in the 
season, fostered by a good rainy season. Mining output also 
increased, although by only 3.5%, despite a rise of almost 20% 

in average copper prices in 2017. The price rise contributed to 
the sector’s profitability, and mining companies on care and 
maintenance returned to production. Production will continue to 
rise as mines reach full capacity. The good rains also increased 
the water level of the Kariba reservoir and improved water flows 
from the Kafue flood plains, so that most hydropower plants 
returned to full capacity. Consequently, domestic electricity 
generation improved by 23% in 2017, turning Zambia from a net 
importer into a net exporter of electricity.

Implementation of the economic stabilization and growth pro-
gramme, the Government’s economic recovery programme, 
was a priority in 2017. Budget implementation produced signs of 
consolidation and a reduction in spending, but the fiscal deficit 
remained at 5.8%. Spending decreased due to lower subsidies 
and consumption of goods and services, although spending on 
social benefits and intergovernmental transfers slightly increased.

Government-financed infrastructure investment amounted on 
average to 3.1% of GDP between 2006 and 2011, and increased 
to an average of 5.5% between 2012 and 2017. Investment 
in infrastructure will remain high in the medium term, largely 
financed by foreign borrowing. There is also considerable for-
eign interest to invest in the country, from which Zambia could 
benefit greatly, but long term private investors will enter the 
market only if Zambia implement further reforms to strengthen 
economic liberalisation, protect investment and labour free-
doms, and sustain a stable policy and regulatory environment. 



22018 African Economic Outlook Country Note 

 
Zambia

RECENT DEVELOPMENTS  
AND PROSPECTS 

The Zambian economy continued to improve in 2017 largely 
because of good performance in agriculture, energy, non-min-
ing industries, and services. In agriculture, the production of 
most crops increased in 2017. The maize harvest rose from 
2.9 to more than 3.6 million tons in 2017, due mainly to a 21% 
increase in the area planted. For subsistence farmers, average 
productivity improved by 4% to 2.2 tons per hectare while larger 
farmers were able to produce 5.2 tons per hectare and com-
mercial farmers up to 10 tons per hectare. 

The good maize harvest gave the country an adequate food 
security buffer of more than 1.1 million metric tons. At current 
prices, this could fetch in excess of USD 160 million on regional 
markets. The outlook for agriculture depends on the rains, since 
more than 80% of farmers remain rain dependent. The 2018 
harvest is expected to be lower than in 2017, due to teething 
issues in implementing the fertilizer input subsidy e-voucher 
programme and a prolonged dry spell during December 2017 
and January 2018. In the medium term, once challenges related 
to the e-voucher program are resolved, farmers are expected to 
benefit from more efficient access to inputs, improving produc-
tivity and resilience to climate change. 

Non-mining industries, such as energy and construction, also 
performed well in 2017. The exceptional rainy season lifted 
water levels on both the Zambezi river and Kafue flood plains, 
increasing water levels at the Kariba Dam reservoir, which 
allowed most hydropower generation plants to return to full 
capacity. Domestic electricity generation improved by 22.5% in 
2017, while electricity exports increased by 37.1% to 1.1 TWh. 
The large imports that were needed to meet demand in 2016 
were reduced to 0.8 TWh (from 2.1 TWh), transforming the 
country into a net exporter of electricity. Though construction 

performance weakened in 2017, the sector still made an impor-
tant contribution to overall growth. 

In services, the best performing sectors included education, 
wholesale and retail trade, and transport and storage. Edu-
cation grew by 7.7% and has been a strong performer for the 
last six years. Its growth was largely due to Government efforts 
to expand education but also to the opening of more private 
schools. Similarly, wholesale and retail trade improved, mainly 
because the exchange rate and prices were more stable in 2017 
while transport and storage grew by 7.3%, facilitated by the 
expansion of construction, mining and trading. Conversely, com-
munication and information contracted by 12%, due to a slow-
down in outgoing calls as consumers shifted to data services. 

Rising global demand for copper throughout 2017 raised prices 
by almost 20%, improving the profitability of mines, which had 
struggled in 2015 and 2016 because of low copper prices, power 
shortages and increasing electricity costs. The higher copper 
price led to increased production by 3.5% to 797,265 tons in 
2017. During the year, mining firms were affected by unplanned 
stoppages due to equipment failures and lack of equipment but 
managed to catch up in the last quarter. Demand for the red 
metal is expected to remain strong, as emerging markets con-
tinue to invest in infrastructure development and urbanization, 
while developing countries seek to meet their large renovation 
needs. Demand from China is also expected to remain strong 
through 2018. Consequently, copper prices are predicted to 
stay buoyant in the medium term and combined with the more 
stable mining tax regime, this should underpin copper invest-
ments and production in the medium term. Output growth of 
2-4% is expected in 2018. 

In the medium term the Government will need to continue 
tightening its fiscal policy while reducing its borrowing needs. 
Its aggressive spending programme led to a widening of the 

TABLE 1. Macroeconomic indicators

 2016 2017(e) 2018(p) 2019(p)

Real GDP growth 3.8 3.9 4.2 4.0

Real GDP per capita growth 0.6 0.8 1.1 0.9

CPI inflation 18.2 6.7 7.3 7.7

Budget balance (% of GDP) -5.8 -5.8 -6.3 -6.0

Current account (% of GDP) -4.9 -2.3 -3.6 -3.2

Source. Data from domestic authorities; estimates (e) and predictions (p) are based on the authors’ calculations.

Note. The budget balance on a commitment basis showed a decrease in 2016 and 2017. The relatively large cash deficit was due to repayment of arrears from previous years.



32018 African Economic Outlook Country Note 

 
Zambia

fiscal deficit, which reached 9.3% in 2015 from 5.7% in 2014. 
The economic stabilization and growth programme helped sta-
bilize the fiscal deficit in 2016 and 2017 at 5.8%; but the deficit is 
expected to increase by half a percentage point in 2018 as Gov-
ernment unwinds outstanding arrears to 6.3%. Fiscal consoli-
dation will be a key driving force of the Government’s spending 
programme in 2019 with the objective to bring the deficit down 
to a target of 6.0% of GDP.

Concerns about accrued public debt have been growing. 
In 2016, it reached 61% of GDP (having been 21% in 2011). 
Higher debt and depreciation of the kwacha (ZMW) increased 
debt servicing costs. Nevertheless, international investors are 
regaining confidence in the Government’s ability to manage the 
economy. In 2016, international portfolio investors returned to 
Zambian securities, holding 17.4% of domestic debt stock. High 
domestic borrowing could dampen credit growth in the private 
sector over the medium term. 

Fiscal tightening in 2016 and 2017 and improvements in mon-
etary indicators led the Government to loosen monetary policy 
during 2017. The monetary policy rate was adjusted downwards 
five times (from 15.5% to 9.75%), improving market liquidity and 
reducing the cost of funding. Private credit remained costly but 
is expected to ease over the medium term as market confidence 

strengthens. Inflation stabilized at between 6% and 8% during 
2017, and the kwacha also remained largely stable (depreciating 
by only 2% relative to the US dollar). Over the medium term, 
inflation is expected to continue to decline. 

Although several macroeconomic indicators look more positive 
than they did twelve months ago, the key concerns are fiscal 
consolidation and returning to primary surplus. If the Govern-
ment is to accumulate debt sustainably in the medium and 
longer term, it will be critical to limit non-concessional borrow-
ing and to maintain and enhance market confidence. To do so, 
strategic reforms to further liberalize the economy and attract 
private investment will be necessary.

MACROECONOMIC POLICY

Fiscal policy 
The Government tightened fiscal policy in 2017 and embarked 
on a path of fiscal consolidation to limit borrowing, which had 
grown dramatically in 2014 and 2015. Programme discussions 
with the IMF were shelved and the Government has pursued 
its own fiscal stabilization programme. But, concerns are being 
voiced on whether this programme will reduce expenditure 
growth and limit new borrowing aggressively enough. 

TABLE 2. GDP by sector (percentage of GDP)

2011 2017

Agriculture, forestry, fishing and hunting
of which fishing

10.2

–

7.5

–

Mining and quarrying 
of which oil

16.3

–

15.4

–

Manufacturing 8.0 7.9

Electricity, gas and water 2.6 3.3

Construction 9.7 10.7

Wholesale and retail trade; repair of vehicles; household goods; restaurants and hotels
of which restaurants and hotels

22.4

–

21.4

–

Transport, storage and communication 7.7 9.3

Finance, real estate and business services 10.1 11.1

Public administration and defence, security 3.2 4.1

Other services 9.8 9.3

Gross domestic product at basic prices / factor cost 100.0 100.0

Source. Data from domestic authorities.
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On a commitment basis, the fiscal deficit was reduced by over 
2 percentage points in 2017, continuing the consolidation ini-
tiated in 2016. New arrears were also avoided in 2017. On a 
cash basis, the numbers show a deterioration in the deficit, due 
to repayments of arrears and VAT refunds from previous years. 
These repayments account for 2.4% of GDP and have helped 
increase liquidity in the private sector. However, arrears in the 
order of one billion US dollar remain outstanding. 

The decrease in Government spending in 2017 was mainly 
attributed to a reduction in subsidies (of 1.7 percentage points), 
with the elimination of fuel subsidies, and a reduction in elec-
tricity subsidies, as well as a reduction of expenditure on goods 
and services (by 0.3 percentage points). On the revenue side, 
the Government underperformed on its revenue target of 18.4% 
of GDP in 2017 by 2.8 percentage points, mainly due to lower 
than anticipated collection of income tax and revenue from 
excise duties. This was, however, moderated by value added 
tax and non-tax revenue, which raised more than expected.

As arrears are reduced, the fiscal balance will remain under 
pressure in the medium term. To achieve the fiscal deficit target 
of 6.0% of GDP in 2019, the Government will need to reduce 
expenditure significantly and increase revenues, as Zambia 
raises less domestic revenue than its middle income peers. The 
Government has indicated that it can raise more domestic tax 
revenue by improving the tax administration. The authorities 
hope to improve taxpayer services and risk management, and 
to strengthen enforcement and compliance. 

Monetary policy 
The Central Bank adjusted the benchmark monetary rate five 
times in 2017-2018, reducing it from 15.5% to 9.75%. Average 
inflation fell to 6.7% in 2017 from 18.2% in 2016. The decline 
was driven by falling food inflation after the good harvest. 

The Central Bank maintains floating exchange rates but inter-
venes to reduce excess volatility in the market. At the start of 
2017, the exchange rate was around 9.90 kwacha to the US 
dollar. Throughout the year, the kwacha gained strength, appre-
ciating by more than 10% against the dollar. However, during the 
second half of 2017, as it became clear that an IMF programme 
would be postponed, the kwacha weakened. It peaked at 10.35 
to the US dollar but ended the year at 9.76. Central Bank inter-
ventions weakened the reserve base which declined to 2.1 bil-
lion at the end of 2017 from USD 2.4 billion by the end of 2016. 

Real interest rates also declined in 2017 but remained high. The 
current high interest rate environment has weakened domes-
tic capital investments, which have been crowded out by high 
returns on Government securities. Average nominal lending 
rates reached 24.6% at the end of 2017, from 29.5% in the pre-
vious year. Interest rates on short term treasury bills fell by most 
during 2017, between 8.7 and 11.0 percentage points; long term 
treasury bonds fell 4.3 to 8.5 percentage points. Government 
securities traded between 9.75% and 20%.

Taking account of fiscal tightening, monetary policy is expected 
to ease further during 2018 to sustain liquidity in the market. 
However, if prices rise too rapidly, loosening will slow to maintain 
inflation at current levels. In addition, downside risks from rising 

TABLE 3. Public finances (percentage of GDP)

2009 2014 2015 2016 2017(e) 2018(p) 2019(p)

Total revenue and grants 
Tax revenue

Grants

15.7

12.2

2.4

18.9

15.5

0.8

18.8

14.4

0.2

18.2

12.9

0.2

17.1

12.3

0.2

17.2

12.4

0.2

17.1

12.4

0.2

Total expenditure and net lending (a)
Current expenditure

Excluding interest

Wages and salaries

Interest 

Capital expenditure

17.8

14.9

13.6

6.8

1.3

2.9

24.6

19.3

17.1

9.4

2.2

5.3

28.1

21.5

18.6

8.8

2.8

6.6

24.0

20.2

16.8

8.7

3.4

3.8

22.9

19.5

16.0

8.2

3.5

3.4

23.4

19.8

16.2

8.1

3.6

3.6

23.2

19.5

15.9

7.8

3.6

3.6

Primary balance -0.7 -3.5 -6.5 -2.3 -2.3 -2.6 -2.4

Overall balance -2.1 -5.7 -9.3 -5.8 -5.8 -6.3 -6.0

(a) Only major items are reported.

Source. Data from domestic authorities; estimates (e) and predictions (p) are based on the authors’ calculations.
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debt levels could unsettle markets, following the postponement 
of an IMF support programme.

Economic co-operation, regional integration  
and trade 
In 2016, Zambia’s trade balance showed a surplus after a neg-
ative trend that lasted for 2 years largely driven by an increase 
in copper sales fostered by higher copper prices. Copper sales 
rose 34% to USD 5.9 billion while non-traditional exports rose 
only 1.8% and largely remained flat in 2017. Despite an improved 
trade balance, Zambia’s current account balance registered 
a deficit to the tune of USD 760 million in 2017 mainly due to 
large deficits on the services balance and the primary income 
balance, although this was an improvement compared to 2016, 
when the deficit stood at USD 1 037 million. 

Zambia is a landlocked country and therefore depends on its 
neighbours for access to seaports. A high degree of co-oper-
ation and co-ordination is required to ensure that movement 
of goods and services across borders is efficient. Although 
there were improvements in 2017, major prevailing challenges 
remain. The 2018 World Bank Doing Business Report shows 
that, with respect to ‘trading across borders’, Zambia narrowed 
its distance from the best performers; its ranking improved 
to 150 (from 161 out of 190 countries in 2017). Similarly, the 
World Bank Logistics Performance Index ranked Zambia 114 
out of 160 countries in 2016; up from 123 in 2014. This improved 
performance reflects, among others, Government efforts to 
facilitate trade and regional integration, including the launch of 
critical systems in 2016. The Zambia national electronic single 
window enables international traders to submit the import and 
export documentation required by different agencies through 
a single platform. In addition, Zambia will provide for advance 
ruling in rules of origin with respect to goods originating in 
countries with which it has signed trade agreements; and will 

also establish trade centres at borders of major non-traditional 
export markets. 

Debt policy 
Zambia’s Public debt grew from 21% of GDP in 2011 to more 
than 60% in 2016, with external (disbursed) debt and guaran-
tees estimated at USD 9.8 billion in 2017, bringing all externally 
contracted debt to more than USD 14.9 billion, while domes-
tic debt and arrears are estimated at USD 5.9 billion. Higher 
debt and depreciation of the kwacha increased debt servicing 
to 23.1% of domestic revenues in 2017 from 7.8% in 2012. In the 
medium term, debt servicing is expected to stabilize between 
22% and 24% of domestic revenues. 

The growth in debt prompted the IMF in 2017 to reclassify 
Zambia as a country facing high risk of debt distress. This 
reclassification added to pressure on lending rates. However, 
a stronger growth outlook should improve debt indicators and 
ease interest rates as the economy grows. The Government 
discussed a stabilization programme with the IMF during 2016 
and 2017, sending positive signals to the market and improving 
market confidence. However, no agreement was reached, which 
increases the risk of a negative market reaction if economic indi-
cators deteriorate. The Government’s 2017 debt strategy aims 
to shift the mix of debt towards longer tenure, while reducing 
exposure to external debt. Longer repayment schedules will 
reduce roll-over risk but are likely to increase cost. 

To achieve debt sustainability and overall macroeconomic sta-
bility, Zambia should accelerate efforts to achieve fiscal consoli-
dation and a primary budget surplus while controlling the acqui-
sition of new debt both on the domestic and external markets. 
The Government will also need to prioritize high return projects 
as it tries to maintain gains and further improve market confi-
dence up to the roll-over of the 2012 Eurobond.

TABLE 4. Current account (percentage of GDP)

2008 2013 2014 2015 2016(e) 2017(p) 2018(p)

Trade balance
Export of goods (f.o.b)

Import of goods (f.o.b)

6.3

28.5

22.3

6.0

37.6

31.6

-0.3

34.6

35.0

-0.1

31.0

31.1

2.5

32.7

30.1

0.9

32.4

31.5

0.8

33.3

32.5

Services -0.9 -2.9 -2.7 -2.4 -3.4 -3.5 -3.3

Factor income -2.7 -2.0 -1.9 -3.4 -2.9 -2.6 -2.4

Current transfers 3.4 1.1 1.1 1.0 1.5 1.6 1.7

Current account balance 6.0 2.1 -3.9 -4.9 -2.3 -3.6 -3.2

Source. Data from domestic authorities; estimates (e) and predictions (p) are based on the authors’ calculations.
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Despite elevated debt levels, international investors are gain-
ing confidence in the Zambian economy. For instance, port-
folio investors returned to the domestic bond market in 2017, 
increasing their holding of domestic bonds to 17.4%, corre-
sponding to ZMW 8.4 billion. 

ECONOMIC AND POLITICAL 
GOVERNANCE

Private sector 
The 2018 World Bank Doing Business Report ranked Zambia 
6 out of 48 countries in Sub-Saharan Africa and 4 out of 12 
countries in the Southern Africa region, behind Mauritius, Bot-
swana and South Africa. However, its rank in the World Eco-
nomic Forum’s Global Competitiveness Report fell from 93 in 
2013-2014 to 118 (out of 137 countries) in 2017-2018. Its score 
deteriorated in all but two of the 12 competitiveness categories 
(‘social sectors’ and ‘market size’). Similarly, the Global Entre-
preneurship Index ranked Zambia 102 (out of 137 countries) in 
2018 with a score of 20/100. Although the perception in Zambia 
is that there are plenty of business opportunities, ‘individual 
start-up skills’ scored only 2/100. This reflects weaknesses in 
the provision of support and assistance to small businesses.

The decline in foreign direct investment is a concern. After 
peaking in 2013 at USD 2.1 billion, foreign direct investment fell 
steeply to USD 663 million in 2016. It improved in 2017 to an esti-
mated USD 920 million, which was still well below its 2013 level.

The most problematic factor to doing business in Zambia con-
tinues to be access to (affordable) funding. More than 20% of 
firms reported this as a key constraint in the Global Competi-
tiveness Report. Corruption and tax rates were also reported as 
being problematic for 13-14% of firms, while poor work ethics 
was an issue for 8%. 

Financial sector 
The Zambian financial sector remains dominated by banks. 
Zambia counts 18 commercial banks; the four largest hold 
54% of commercial bank assets. Eleven banks are 100%  
foreign-owned, while only one is fully Zambian-owned. The 
remaining banks have mixed ownership structures. Credit to 
the private sector declined from early 2016, contracted through-
out much of 2017 and started a return to positive growth in  
November 2017.

The financial sector faced considerable pressure and height-
ened risk after the kwacha depreciated in mid-2015 and mac-
roeconomic fundamentals weakened in 2015 and 2016. The 

Global Competitiveness Report reduced Zambia’s rating for the 
‘financial market development’ category from 4.5 in 2017-2018 
to 3.7 in 2013-2014. 

Average non-performing loans (NPLs) reported by the banking 
sector reached 11.6% in 2017 compared to 6.6% in 2015. This 
upward trend mainly reflects a worsened macro-economic envi-
ronment caused by growing arrears to Government suppliers, 
higher interest rates, extensive power cuts and poor rainfall. 
Since June 2017, NPLs have slowly declined as macroeconomic 
fundamentals have shown signs of improvement.

While real lending rates remain high (above 12% in 2017 in the 
commercial banking sector and more than 25% in the microf-
inance sector), and equity markets subdued, Zambian busi-
nesses have few choices to fund investment projects. Mean-
while, Government credit growth averaged 52% in 2017. The 
highest shares of lending are to agriculture (20%), wholesale and 
retail trade (11%), and manufacturing (8%). To some extent Gov-
ernment borrowing has crowded out private sector borrowing.

Public sector management, institutions and 
reforms 
In recent years, increased budget deficits and growing public 
debt have led the Ministry of Finance to prepare a number of 
bills and regulations designed to reform and strengthen man-
agement of public funds. Several bills address public financial 
management and planning. The Loans and Guarantees Bill, 
expected to be approved in 2018, should increase oversight 
of Government borrowing activities by requiring that loans are 
approved by the National Assembly before they are contracted. 
Similarly, if approved by Parliament, the Planning and Budget-
ing Bill (first introduced in 2014 in the context of the national 
planning and budgeting policy) should enhance citizen partic-
ipation and the involvement of parliamentarians in the budget 
process. The Government has indicated its intention to bring 
this bill before Parliament, but has taken no steps to do so for 
more than four years.

The Government also plans to reform public procurement 
to ensure that Government programmes produce value for 
money. It plans to introduce benchmarking of unit costs and 
mandatory project appraisal to ensure that public procurement 
is soundly based. This is particularly critical because Zambia 
needs to prioritize lending to high return projects and to con-
trol borrowing. Improving value for money will require better 
checks and balances and more transparent procurement pro-
cesses. The Government also plans to revise the Public Finance 
Act to strengthen sanctions of abuse and misapplication of  
public funds.
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In addition, the Government will introduce a robust asset man-
agement system to assess the viability and sustainability of 
State Owned Enterprises (SOEs). A comprehensive monitoring 
and evaluation framework is being developed to ensure that 
SOEs comply with high standards of corporate governance and 
operational efficiency. 

Natural resource management and  
the environment
Changing climate patterns in the Southern Africa region affect 
Zambia. Although there is uncertainty about the extent to which 
rainfall will be affected, all climate models suggest that temper-
atures will increase. In some scenarios, temperatures in Lusaka 
could rise by 1°C to 3°C by 2050. This implies higher levels of evap-
oration that would negatively affect river run-off and wetlands, 
and increase demand for irrigation and water for domestic use. 

The Zambezi and Kafue river catchment areas are critical for the 
country’s water supply. These basins hold more than 80% of 
the hydro capacity with a strong link between water supply and 
storage for electricity production. Lower than average rainfall in 
2014 and 2015, affected water supply in Lusaka aggravated by 
electricity supply deficits that affected water pumping stations. 
The situation led to unregulated private boreholes and shallow 
wells being established, increasing the risk of ground water 
contamination. Shallow wells and poor sanitary conditions in 
the main Lusaka markets would have contributed to the chol-
era outbreak that Lusaka experienced in 2017. Lusaka is in the 
process of upgrading and expanding its main water supply and 
distribution system. 

In 2016, Zambia approved a national policy on climate change, 
which promotes and strengthens adaptation. Among its key 
objectives, the policy aims to promote sustainable land use 
management, strengthen the capacity of institutions and people 
to respond effectively to climate change, and increase aware-
ness and understanding of its impacts. 

Political context 
Since the 2016 presidential elections, there have been tensions 
in the relationships between the governing Patriotic Front party 
and the United Party for National Development (UPND), the main 
party of opposition. Despite many efforts to persuade the two 
parties to negotiate, no significant progress has been made.

The 2017 Mo Ibrahim Index reduced Zambia’s score on ‘partic-
ipation’ from 68.3 in 2012 to 58.8 in 2016, and on ‘civil liberties’ 
from 55.6 to 48.8, reflecting weaknesses in Citizen participa-
tion and press freedom. The 2017 World Press Freedom Index 
moved Zambia from the category of ‘partially unfree’ to ‘unfree’ 
and ranked it 114 (of 180 countries) with a low score of 36.5. 

Transparency International’s Corruption Perception Index ranked 
Zambia 97 in 2017 with a score of 37, a marginal decline from 
2016. Transparency International’s Global Corruption Barome-
ter in 2015 found that 55% of Zambians believed that corrup-
tion had increased, and 43% believed it had increased a lot. 

SOCIAL CONTEXT AND  
HUMAN DEVELOPMENT

Building human resources 
Efforts have been made to enhance the country’s human 
resources in spite of HIV/AIDs and other challenges. As a result, 
the UNDP’s human development index (HDI) raised Zambia’s 
score from 0.543 in 2010 to 0.579 in 2015, lifting its country 
ranking by 3 places. Arguably, this slow improvement pace, 
compared to the previous decade, reflects the long-term nature 
of indicators (such as mean years of schooling and life expec-
tancy at birth) that evolve gradually over time. 

In recent years, the share of education expenditures in the 
national budget fell, from 20.2% (in 2014) to 16.5% (in 2017) and 
to 16.1% (in 2018). Education spending nevertheless continues 
to hold an important place in the budget. The Government has 
stepped up efforts to train more teachers and the number of 
teachers rose from 69 529 in 2011 to 98 035 in 2015. Most new 
teachers were appointed to primary schools (grades 1-7). Despite 
this, primary school completion rates have deteriorated at  
Grade 7, though completion rates for grade 9 rose from 54% to 
66% between 2011 and 2015, and for grade 12 from 25% to 36%. 

The HIV epidemic remains an important public health concern. 
It is estimated that 1.2 million Zambians aged between 15 and 
59 years live with the disease with 38 500 to 75 000 new cases 
of HIV occurring annually, implying an incidence of between 
0.45% and 0.88%. More than 800 000 infected persons are 
on lifelong anti-retroviral treatment that improves their quality of 
life. Young women are still most at risk of being affected. The 
gender disparity is highest in the 20-24 age group, where four 
times as many women as men have the disease. However, the 
number of new cases is on the decline because the authori-
ties have implemented a range of programmes to control the 
epidemic, including HIV/AIDS sensitization, testing, screening  
and monitoring. 

Poverty reduction, social protection and labour 
Poverty remains high in Zambia even after several years of rela-
tively high economic growth. According to the most recent pov-
erty assessment, 54.4% of Zambians were poor in 2015 com-
pared to 60.5% in 2010. Poverty is still most prevalent in rural 
areas (76.6%), particularly among small-scale farmers (78.9%). 
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Though urban poverty is currently much lower (23.4%), it may 
rise in the future because of strong rural-urban migration. The 
pace of job creation is insufficient to cater to the needs of all 
those moving to the cities. Some urban districts are highly con-
gested; Kanyama and Chawama in Lusaka have been the cen-
tres of cholera outbreaks.

Social cash transfers and other programmes to support the 
most vulnerable have been prioritized in recent years. The 
most important programmes include the social cash transfer 
scheme, the public welfare assistance programme, the Food 
Security Pack, and the Home Grown school feeding pro-
gramme. The feeding programme covers food for 956 000 
children enrolled in Government and community schools. 
The social cash transfer scheme has expanded under the 
social protection policy that was approved in 2014. It served 
242 000 Zambians in 2016, 590 000 in 2017 and should assist 
700 000 people in 2018. Social cash transfers have proved 
to be an effective way of reaching vulnerable persons at 
affordable cost. In 2017 the average cost of the scheme was 
ZMW 936 (USD 96) per beneficiary and this amount is budg-
eted to increase by 10% in 2018. By comparison, the cost of 
the farmer input subsidy programme (FISP), which benefits 
1 000 000 small-scale farmers, was ZMW 1 641 (USD 167) per 
farmer in 2017; this will rise by 9% to ZMW 1 785 (USD 182) 
per farmer in 2018. The FISP is implementing an e-voucher 
system that should lower the cost of administering the subsidy 
while supporting the development of private input providers. 

Zambia’s reforms of the labour market have not yielded signifi-
cant results. A situational analysis was produced in 2014, and 
the labour law reviewed the same year, but since then reforms 
seem to have stalled. This is a source of concern because the 
economy will need to absorb each year for the next 30 years a 
rising number of young people. According to UN projections, 
375 000 young adults will enter the work force each year up 
to 2030, growing to 747 000 between 2030 and 2050. A total 
of 16.2 million young adults will enter the market in the next 33 
years. In terms of formal job creation, the economy currently 
offers 984 000 formal jobs. Formal job creation is important, 
because it offers economic opportunities and decent working 
conditions and prospects for job holders but also determines 
future tax revenues, which pay for public services. Formal job 
creation grew by an annual average of 3% between 2012 and 
2017, and in the last three years by only 1.4%. If formal job cre-
ation does not expand significantly in the next 5 years, there will 
be a youth job deficit of 2.3 million by 2025, rising to more than 
4 million by 2030. Between 2008 and 2014, a period of high 
economic growth, formal job creation grew at 10.8%; this would 
be sufficient to absorb young adults entering the work force. 

Gender equality 
The enactment of the Gender Equity and Equality Act in 2015 
strengthened the country’s framework to promote equality 
between men and women. However, as indicators demon-
strate, much needs to be done in the area of gender equality 
before Zambia can be considered a top performer in the SADC 
region. The 2017 SADC Gender and Development Index ranked 
Zambia 7 out of 14 countries. The SADC gender barometer fur-
ther showed that Zambia performed poorly on 15 out of 35 indi-
cators (meeting fewer than 30% of the benchmarks) and per-
formed very well (above 50% of benchmarks) on none. Areas of 
poor performance included the percentage of women in parlia-
ment (18%), in other elected bodies (22%), in tertiary education 
(3%), and in economic decision-making roles (23%).

The national strategy to end child marriage, and its action plan 
over 2016-2021, were launched in 2016 with the objective of 
eliminating harmful practices such as child and forced mar-
riage. The strategy provides a legal strategic and operational 
framework for co-ordination, mobilization and service delivery 
at national level. A consortium of eleven ministries has been 
established to tackle all negative aspects of child-marriage and 
implement the national strategy and action plan.

THEMATIC ANALYSIS: 
INFRASTRUCTURE FINANCING 

Government investment in infrastructure averaged 3.1% of GDP 
between 2006 and 2011, and accelerated further to 5.5% of 
GDP between 2012 and 2017. Similarly, between 2011 and 2017 
infrastructure allocations, including foreign infrastructure invest-
ment, grew by 14% annually in real terms. The allocation rose 
from 17.5% of total expenditure to 20.9% over the same period. 
In 2017, the Government budgeted expenditure of USD 1.3 bil-
lion for infrastructure, about half of which was allocated to con-
struction of roads and one tenth to schools and colleges. The 
Government has prioritized regional integration and the move-
ment of goods and people.

Under the national development plan, the Government will 
continue to invest heavily in infrastructure in the coming years. 
Investments will average USD 2.4 billion between 2018 and 
2021, with the majority of the funds attributed to roads and the 
power sector. However, the plan has a financing gap estimated 
at USD 1.4 billion annually and it will be difficult to finance all 
these projects without attracting more private investment.

There is considerable foreign interest in investing in the coun-
try, from which Zambia could benefit greatly, but to persuade 
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long-term private investors to enter the market, the Govern-
ment will need to further liberalize the economy, free up invest-
ment and labour rights, and provide stable macroeconomic 
environment. 

The Government is supporting several ambitious road pro-
grammes, including Link Zambia 8000, LSK 400, CB 400 and 
Pave Zambia 2000. According to the 2017 transport master 
plan, Zambia had 20 400 km of core roads plus 21 000 km of 
core urban and feeder roads, and 26 000 km of non-core roads 
(mainly secondary and tertiary feeder roads). More than four-
fifths of the paved core roads are in good condition, but 70% of 
unpaved core roads are in poor condition and only 6% in good 
condition. The master plan indicates that 60% of the core road 
network requires major rehabilitation, while 40% is in a main-
tainable condition. 

Given the long internal distances in Zambia and the distance to 
the coastal ports of Dar es Salaam, Durban, Beira, and Walvis 
Bay, it would be cheaper to transport goods by rail than by 
road. However, the rail network owned by Zambia Railways is 
small, moves only 10% of all goods, and its track and rolling 
stock are of poor quality. The rail network has 1 248 km of track, 
including the mainline from Victoria Falls to Kitwe (848 km). A 
second mainline, the Tazara Line owned jointly by Zambia and 
Tanzania, runs between Kapiri and Dar es Salaam (1 860 km). 
From 2011 to 2017, goods volumes on the Tazara Line fell from 
500 000 tons per annum to 171 400 tons, which corresponded 
to just 23 20-ton trucks per day. Zambia Railways hauled close 
to one million tons in 2014, but only 702 600 tons in 2017. 

The electricity sector comprises installed capacity of 2 886 MW, 
of which 83% is hydro-based, 10% is coal-based, while the 
remainder is generated by small diesel, heavy fuel oil and 
solar plants. Most of the electricity is generated by four hydro 
plants (at Kafue Gorge, Kariba North, Itezhi-Tezhi and Vic-
toria Falls), all of which depend on the Zambezi and Kafue 
basins. As a result, extended dry spells or drought in any of 
these basins is likely to affect overall electricity supply. Sig-
nificant load shedding occurred in 2015 and 2016 attrib-
uted to the lower than average rainfall in 2014 and 2015. 
Annual generation was 14.3 TWh in 2017, of which mines 
consumed 52%, households 34%, and commerce, manu-
facturing and agriculture 14%. Current estimates suggest 
that 50% of urban households and 4% of rural households 
are connected to the power grid. The target is to reach 90% 
of urban households and 50% of rural households by 2030.

The Government is planning energy reforms that will liberalize 
the energy market and open it up to private investors. Given the 
large gap in the sector, a significant increase in private investment 
will be needed to meet the country’s power expansion targets 
by 2030, which aim to extend electrification and increase power 
generation to support industrialization, exports and job creation. 

Water and sanitation also make a critical contribution to live-
lihoods, human wellbeing, and socio-economic development, 
and in addition preserve ecosystems and protect people from 
water-borne pollution and water-related disasters. Although 
water and sanitation have been prioritized, they often receive 
fewer resources, despite growing needs. In 2016, 84% of urban 
households had access to water services, and 63% had access 
to sanitation services, provided by eleven water and sanitation 
utilities. Government utilities dominate service delivery with only 
1% of users are served by small private schemes. 

The information and telecommunications sector was liberalised 
to encourage private sector engagement during Zambia’s pri-
vatization process in the 1990s. Currently, three private mobile 
service providers and ZAMTEL, a Government owned com-
pany, serve more than six million customers. The presence in 
the market of more private companies reduced the need for 
Government investment in ICT infrastructure, although the Gov-
ernment is building communication towers in rural and remote 
areas to foster inclusive access to ICT services. 

Zambia needs to rethink how to finance its large infrastructure 
needs. A variety of factors will affect the development of future 
infrastructure and the interest of private investors. In the energy 
sector, the policy and regulatory framework should be reviewed 
to facilitate private sector engagement. In energy, water and 
sanitation, tariffs are insufficient to fully cover operational costs 
and capital expenditure, which results in poor maintenance and 
insufficient investment for expansion. For instance, the water 
sector covers on average 92% of its operational costs. Water 
utilities share of non-revenue water averages 49% in Zambia 
with an industry benchmark of 25%. These sectors are also 
characterized by operational inefficiencies. For example, the 
State-owned electricity supplier suffers technical and com-
mercial losses on its transmission and distribution networks as 
maintenance is not sufficiently prioritized, causing network fail-
ures, while poor record-keeping and customer database man-
agement hinder effective service delivery and planning. Many 
projects are contractor financed, and revised procurement pro-
cesses could lead to improved efficiency, transparency of public 
spending, and value for money.


