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I. INTRODUCTION 

1. The third Annual Progress Report (APR) on the implementation of Zambia’s 
2002 Poverty Reduction Strategy Paper (PRSP) for 2005-2006 was submitted to the 
International Development Association (IDA) and the International Monetary Fund 
(IMF) in December 2006.’ The APR comprises the Government’s Economic Report 2005, 
complemented by additional information on recent poverty trends, progress toward the 
Millennium Development Goals (MDGs), economic developments and spending on priority 
poverty-reducing programs (PRPs) in 2006, and the draft (“Green Paper”) o f  the 
Government’s medium-term expenditure framework (MTEF) for 2007-09. This Joint Staff 
Advisory Note (JSAN) provides an assessment o f  the implementation o f  the PRSP as 
reported in the APR and offers suggestions towards improving policy implementation, 
monitoring and reporting in selected priority areas. 

2. In  November 2006, the cabinet approved the Fifth National Development Plan 
(FNDP) 2006-10, which will serve as Zambia’s new PRSP. The FNDP provides the basis 
for the MTEF and i s  expected to be officially launched in the near future, at which time the 
staffs will prepare the corresponding Joint Staff Advisory Note. 

’ As discussed in the JSAN o f  March 2005 on the second APR, the annual Zambia Economic Report was to be 
expanded to become the main vehicle to report on PRSP implementation. Since the format o f  the 2005 
Economic Report has not yet been sufficiently expanded for i t  to serve as a stand-alone annual PRSP progress 
report, the authorities provided additional documentation to more fully address progress on  PRSP 
implementation. Delays in the official launching o f  the FNDP (see paragraph 2) which was initially planned for 
early 2006, contributed also to this reporting gap. The FNDP would have provided greater background on PRSP 
implementation. 

This document has a restricted distribution and may be used by recipients only in the performance o f  
their off icial duties. I t s  contents may not be otherwise disclosed without Wor ld  Bank authorization. 
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3. 
sustainable economic growth in a stable macroeconomic environment, greater and 
more effective spending on poverty reducing programs (PRPs), and a structural reform 
agenda to increase productivity in both the public and private sectors. In the social 
sectors, the main targets in education were to increase both access and quality o f  basic, 
secondary and tertiary education by increasing enrolment and progression rates, and by 
improving pupil-teacher ratios. In health, the main targets were to increase substantially l i f e  
expectancy, and to improve access to quality health services (for example, by increasing the 
percentage o f  rural households in close proximity to  a health facility and by increasing the 
number o f  health workers). 

Policies under the 2002 PRSP aimed to reduce poverty through higher 

11. MACROECONOMIC PERFORMANCE AND POLICY FRAMEWORK 

4. 
perform well. Despite a drought and higher world o i l  prices, real GDP grew by a robust 
5.2 percent in 2005 and an estimated 6 percent in 2006 (the lower bound o f  the PRSP target). 
Mining and construction made particularly strong contributions to  growth during this period. 
Inflation came down modestly in 2005, with consumer prices registering a 15.9 percent year- 
on-year increase at end-year, and dropping into the single digit range in 2006 for the f i rst  
time in three decades, largely owing to stable food prices. Zambia’s external position has 
strengthened markedly and the accumulation o f  official international reserves exceeded 
objectives. Record high copper prices significantly improved the terms o f  trade, and the 
HIPC Initiative and the Multilateral Debt Reduction Initiative (MDRI) have canceled the 
bulk o f  Zambia’s external debt. The improved economic fundamentals boosted confidence in 
the economy, leading to unprecedented inflows o f  portfolio investment and a sharp 
appreciation o f  the currency in late 2005 and early 2006. Whi le the kwacha gave up much of 
i t s  earlier gains during the second hal f  o f  2006, i t has remained strong overall, largely 
reflecting positive developments but also posing a challenge for the maintenance o f  Zambia’s 
international competitiveness. 

As indicated in the PRSP Progress Report, Zambia’s economy has continued to 

5. 
economic performance. Prudent fiscal pol icy has gradually lowered domestic financing o f  
the budget. As a result, domestic interest payments have been greatly reduced, providing 
scope for additional spending on PRPs. The more restrained recourse to domestic financing 
has also enabled the monetary authorities to pursue monetary policies consistent with 
lowering inflation, while allowing room for adequate private sector credit growth. Lack of 
coordination o f  fiscal and monetary policies has, nevertheless, periodically led to significant 
volatility in monetary aggregates and hampered liquidity management. In light o f  election 
year pressures in 2006, the authorities particularly deserve credit for continued progress 
towards greater macroeconomic stability. 

Strengthened macroeconomic policies have played a key role in the improved 

6. The policy framework underlying the poverty reduction strategy i s  to 
consolidate macroeconomic stability, while improving public sector management and 



3 

Zambia’s business environment, and thereby laying the foundation for achieving 
sustained high rates of pro-poor growth. While the medium-term projections in the MTEF 
could have been updated, to be fully consistent with those elaborated during the recent PRGF 
review mission, the pol icy framework outlined in the MTEF i s  broadly consistent with that o f  
the PRGF. Tax revenue wil l  have to be higher to meet the dual objectives o f  a gradual 
reduction in Government net domestic borrowing and increased spending on PRPs. Reform 
o f  the tax system i s  essential to make it more buoyant, simpler and equitable, and to make tax 
administration more efficient. Tax measures that would narrow the tax base should be 
avoided. 

7. While the prospects for continued strong economic growth are favorable, 
Zambia remains vulnerable to terms of trade shocks, particularly a sharp fall in copper 
prices and vagaries of  climate. Moreover, domestic debt and contingent liabilities remain a 
matter o f  concern. Addressing overall domestic liabilities wil l be an important challenge for 
the medium term. The staffs welcome the authorities’ commitment to strengthening debt 
management and ensuring that new borrowing does not undermine debt sustainability. 

8. 
policy should be to: 

Going forward, it i s  the staffs’ view that the key priorities for macroeconomic 

a. Strengthen budget execution and other elements of  public expenditure 
management. The Report highlights the major achievements made to date in 
implementing reforms but there are remaining weaknesses that need to be addressed. 
One notable shortcoming i s  the increase in carryover o f  unspent releases from one 
fiscal year to the next one. In 2006, such carryover made it difficult to achieve the net 
domestic financing targets, and more generally undermined budget execution and 
monitoring. The budget cycle should be brought forward and the budget approved at 
the start o f  the fiscal year. Better aligning the release o f  funds to the agreed spending 
profiles o f  l ine ministries would allow for more effective planning and execution o f  
programs and avoid the accumulation o f  arrears. Improved reporting and monitoring 
o n  budget execution, in particular in relation to PRPs, and adherence to the 
commitment control system would also help in this regard. 

b. Improve liquidity management. Better coordination between the Bank o f  Zambia 
(BoZ) and the Ministry o f  Finance and National Planning would help to minimize 
volatility in monetary aggregates and the exchange rate and facilitate liquidity 
management. The B o Z  has until recently had only limited instruments at i t s  disposal 
to  manage liquidity. However, the November 2006 agreement to convert a substantial 
part o f  the BoZ’s claims on Government into marketable securities should greatly 
facilitate the Bank’s pursuit o f  i t s  monetary targets. 

c. Develop a comprehensive debt management strategy. The staffs are supportive o f  
the Government’s efforts to maintain debt sustainability and minimize financing costs 
and risks. 
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111. POVERTY REDUCTION 

9. Some progress, albeit slow, was made in 2005 toward poverty reduction and the 
achievement of the Millennium Development Goals (MDGs). The Report cites the 
2003/2004 Living Conditions and Monitoring Survey (LMCS IV) and provides an update on 
the status of the MDGs. The estimated national incidence of poverty o f  68 percent in 2004 
was slightly higher than the PRSP target o f  65 percent, but down from 73 percent in 1998, so 
suggesting a reversal o f  the past rising poverty trend. The depth and severity of poverty (at 
36 percent and 23 percent, respectively) in 2004 were still quite high.2 With regard to 
Zambia’s progress towards the MDGs, the 2005 Status Report shows some improvements 
over 2003. According to the Report, the targets o f  universal primary education, gender 
equality and women empowerment and for HW/AIDS are likely to be met as national 
support i s  quite strong. The targets that could possibly be achieved include those on extreme 
poverty, child mortality, malaria and other major diseases, and water and sanitation. The 
goals that are highly unlikely to be met are those on hunger, maternal mortality, and 
environmental sustainability. 

10. 
undertake in-depth analyses on the transmission of growth to poverty reduction. Staffs 
urge the authorities, once again, to improve the coverage and quality o f  data (including 
conducting poverty surveys every two years) to better monitor poverty dynamics, and to 
improve administrative data systems for monitoring inputs and outputs. Quality data that 
permits analyses o f  growth to poverty reduction transmission as well as the transformation o f  
public spending into outputs and outcomes i s  important in articulating additional measures 
and resources that would be needed in order to achieve the MDGs. 

The data currently available i s  not of sufficient coverage and quality to 

11. Spending on PWs exceeded the budgeted target in 2005 (by just over 1 percent o f  
GDP). However in 2006, weaker execution suggests that the objective o f  raising these 
expenditures by half o f  a percentage point of GDP a year was not met. I t  has been difficult to 
monitor whether the targeted increases in PRP spending have been met over the years. In 
2005, the Government broadened the definition o f  PRPs to include non-capital expenditure 
items so that the figures are not directly comparable to PRP spending in previous years.3 At 
that time, the Government also developed a three-tier classification system that distinguishes 
expenditures by how directly they are related to pro-poor activities. The reporting and 

In order to adjust for the fact that some people l i e  far below the poverty l ine it i s  necessary calculate the 
‘poverty gap’ or what i s  alternatively referred to as the ‘depth’ of poverty. This measure gives a greater weight 
to the poorest of the poor. Along similar lines, the ‘severity’ of poverty (or the ‘squared poverty gap’) attaches 
even greater weight to the poorest o f  the poor. Extreme poverty i s  measured by taking a lower poverty line that 
reflects the minimum requirements of food spending and excludes some of the items included in the national 
‘basic’ poverty line. 

Under the narrower definition, PRP spending met the targeted increase in 2004, but not in 2003. 
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monitoring o f  PRPs could be improved by regularly publishing PRP spending under the 
three-tier classification system. 

IV. SECTORAL POLICIES 

Economic sectors 

12. 
and mining and tourism-has had only modest success to date. The authorities should be 
commended for fully financing the agriculture related poverty reduction programs that 
included out-grower schemes, small holder irrigation, land development, livestock restocking 
and animal diseases control. However, the fertilizer support (subsidized) program that 
absorbs significant resources i s  not wel l  targeted as it reaches less than ten percent o f  
intended beneficiaries. In addition, diversification o f  the mining sector (towards small-scale 
mining) continued to be limited partly because o f  difficulties in accessing investment funds. 

Promoting growth in labor-intensive sectors-such as small-scale agriculture 

13. The growth rate of  the tourism sector doubled in 2005 despite constraints related 
to infrastructure, the regulatory framework, and high operational costs. This growth 
was largely a result o f  increased international marketing o f  Zambia through the Visit Zambia 
2005 campaign, which has since been extended until 2009. The outlook for the sector i s  
promising, and the enactment o f  a Tourism and Hospitality Ac t  in 2007 should streamline the 
licensing procedures, which wil l  contribute to reducing the cost o f  doing business in the 
sector. Currently, Zambia ranks 102 out o f  175 countries in the Doing Business Survey. 

14. 
authorities to expedite implementation of the National Irrigation Plan (2006-2011). As 
staffs recommended in the JSAN on the second PRSP progress report, it i s  important that the 
authorities re-evaluate the composition o f  agriculture expenditure, which i s  heavily tilted 
towards recurrent expenditures. Given the importance o f  improved agricultural productivity 
in poverty reduction and improved food security, increased investment in infrastructure, 
livestock diseases control, research and extension are important in reversing the declining 
yields per hectare (especially in drought years). Staffs are concerned that the subsidized 
fertilizer and input pack programs that have since increased to 60 percent o f  the market price 
in the current (2006/07) farming season are not the most effective means for dealing with 
chronic food insecurity in the rural areas as the system is open to abuse. 

In  view of  Zambia’s vulnerability to drought, the staffs would encourage the 

15. 
rehabilitation program for hydro-power stations marginally increased total electricity 
generation by 1.3 percent, the country experienced widespread power load shedding and the 
volume o f  electricity exports declined by about 50 percent. As part o f  the on-going 
commercialization o f  ZESCO (the electricity power utility), a cost o f  service study to 
determine the economic cost o f  supplying power to various categories o f  customers was 
initiated. To further rural poverty reduction programs, the newly created Rural Electrification 
Authority (REA) implemented 32 additional rural electrification programs while 53 were on- 

The energy sector experienced some challenges in 2005. Although the 
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going. Given the rising demand for electricity, investment in electricity generation i s  
imperative. 

Social sectors 

16. 
during 2005 compared to 2004. In addition, over the same period the gender balance 
improved in favor o f  girls in each district; the gender parity index stood at 0.95 for 2005. 
Nevertheless, wide disparities in terms o f  gender balance remain among provinces. The 
same i s  true for gross enrollment rates. I t  i s  important to focus in the next PRSP on how to 
decrease such imbalances among provinces. The Government was able to improve the 
provision o f  education materials, but s t i l l  faces serious challenges with regard to pupil- 
teacher ratios. Fol lowing a cleaning up o f  the payroll figures, 8,500 new teachers were hired 
in 2006. While improved enrollment in primary education poses serious challenges for the 
quality o f  education as measured by pupil-teacher ratios, the Government should also plan 
for increased enrollment in secondary and tertiary education as these pupils move through the 
system. 

Gains were made in primary education. Enrollments increased by over 13 percent 

17. 
remains a challenge. An increase in enrollment in teachers’ colleges, as wel l  as graduation, 
o f  over 3 1 percent was recorded in 2005 compared to 2004. The challenge continues to be on 
hiring and retaining qualified teachers, especially in rural and remote areas. 

The situation surrounding teacher education has improved but recruitment 

18. I n  the health sector, improvements were recorded in immunization and 
availability of  drugs and marginal improvements were recorded in some health 
outcome indicators. An important pol icy initiative in 2005 was the introduction o f  free 
Anti-Retroviral (ARV) drugs. At the end o f  2005,42,000 patients received ARVs, up from 
15,000 patients in 2004. Malaria, which remains the leading cause o f  morbidity and 
mortality, witnessed a declining incidence rate due to a combination o f  preventive and 
curative measures. The staffs commend the authorities on the improvements made and stress 
the need to remain vigilant in dealing with the HIV/AIDS and malaria pandemics. Similar 
improvements have been made with regard to chi ld immunization, which increased to 90 
percent in 2005 compared with 80 percent in 2004. 

19. Despite these improvements, the human resource complement in the social 
sectors remains inadequate and requires urgent attention by the authorities. The 
shortfall in personnel i s  particularly worrisome, especially for specialty doctors, nurses and 
paramedics. A comprehensive human resource plan to increase staff levels over the medium 
term has been developed and i s  expected to be incorporated in the next PRSP. 
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V. THE STRUCTURAL REFORM AGENDA 

20. Although the Report states that structural reforms were on track in 2005, most 
Private Sector Development (PSD) related reforms remain outstanding. The structural 
reforms continued to focus on improving public expenditure management, financial sector 
development, the investment climate for the private sector, and the performance o f  public 
utilities. However, the staffs are concerned that most o f  the PSD reform action plans have yet 
to be implemented. In this regard, the international gateway has not been liberalized (i.e., 
reducing the license fee from about US$12 mi l l ion to an international average o f  less than 
US$500,000); labor regulations s t i l l  remain problematic despite the issuance o f  a new 
statutory instrument on minimum wages and conditions o f  employment early in 2006; and 
business licensing has not yet been streamlined - especially the complex licensing 
procedures in tourism. 

21. During 2005, the Government finalized the preparation of  the Public Service 
Management (PSM) component o f  the Public Service Reform Program (PSRP). The 
PSM program has four elements (right-sizing, pay reform, service delivery improvement and 
payroll management) and the overall objective i s  to strengthen the effective management o f  
public sector employees to improve their performance and that o f  the ministries and other 
public institutions. Enhancing the delivery and quality o f  public service, as wel l  as creating 
an appropriate institutional environment for reducing poverty, are some o f  the key objectives 
o f  the program. 

22. The Public Expenditure Management and Financial Accountability (PEMFA) 
reform program was launched in June 2005 and baseline benchmarks were established. 
Initially, overall performance scores on public financial management were quite low; only 
one component scored highly, namely aggregate revenue outturn compared to the approved 
budget. Encouragingly, after lengthy delays, the contract for the installation o f  the integrated 
financial management and information system (1FMIS)-a key PEMFA objective-was 
signed in late 2006. Other objectives include enhancing the existing financial management 
system to strengthen reporting while IFMIS i s  being piloted and then rol led out to al l  
ministries, and issuing regulations and revised accounting manuals for the new Finance Act. 
Implementation o f  the PEMFA reform program was affected by delays in establishing the 
secretariat and the finalization o f  the 2006 work plans. With these issues now addressed, 
staffs and the authorities expect the pace o f  progress to pick up. 

23. 
access to financial services in both urban and rural areas. This involves developing a 
well functioning rural financial system, developing broad and deep primary and secondary 
bond markets, and strengthening banking and non-bank financial institutions. Whi le progress 
has been made in these areas during the first phase (2005-06) o f  the Financial Sector 
Development Plan, the resolution o f  troubled state-owned financial institutions has made 
l i t t l e  headway. 

Financial sector policies are focused on expanding financial intermediation and 

24. The privatization of three state-owned enterprises was completed in 2005 (Kafue 
Textiles o f  Zambia Limited, Monarch Zambia Limited and Zambia Seed Company Limited). 
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Also the agreement on the sale o f  49 percent o f  the share o f  Zambia National Commercial 
Bank was finalized in late December 2006. 

VI. CROSS-CUTTING ISSUES 

25. The 2005 performance on cross-cutting issues of  gender, social protection, 
governance, HIV and AIDS, and environment was mixed. While Government’s efforts to 
mainstream gender in its policies and programs continued, the number o f  women in decision 
making positions remained very low. With regard to social protection, some programs were 
implemented through the Public Welfare Assistance Scheme (PWAS), Peri-Urban Se l f  Help 
(PUSH) and the Micro-Bankers Trust (MBT). Other social protection measures for 
HIV/AIDS included mitigation and coping activities, such as home based care and providing 
free ARVs. Both the funding and target beneficiaries for PWAS increased in 2005, as did the 
volume o f  MBT disbursement and the number o f  poor and vulnerable people who accessed 
micro-credit. 

26. 
reforms to the constitution, as well  as in the areas o f  human rights, transparency, 
accountability, the administration o f  justice, and democratization. The staffs commend the 
authorities for publishing a timeline for the completion o f  the on-going constitutional review 
process, which has important implications for public expenditure management reforms since 
the public finance and budget organic law i s  underwritten by the Republican Constitution. 
Stalled constitutional reform has prevented planned improvements to the budget cycle. 

On governance, the Report states that the Government continues to undertake major 

27. 
issues. Solid waste (domestic, industrial and hospital) that give rise to land contamination i s  
a major environmental issue. In 2006, the mining industry’s adverse environmental impact- 
especially water contamination-reached crisis point on the Copperbelt. Staffs would like to 
urge the authorities to strengthen their environmental regulatory framework and put in place 
appropriate mitigation and sanctions regimes. 

Environment management remains one o f  the most challenging cross-cutting 

VII. MONITORING AND EVALUATION 

28. The consolidation of  the various monitoring and evaluation (M&E) units in the 
Ministry of Finance and National Planning into a single unit has helped institutionalize 
M&E in the Ministry. During 2005 in the process o f  preparing the FNDP, the M&E Unit 
received further technical assistance and increased i t s  training o f  other Government agencies 
and Sector Advisory Groups (SAGS) in the results and monitoring and evaluation 
frameworks. Consequently, the FNDP has better defined key performance indicators 
compared to the PRSP/TNDP. Staffs expect that the continuing work on FNDP results and 
monitoring and evaluation frameworks wil l provide a sound basis for monitoring outputs and 
impacts/outcomes during the implementation o f  the FNDP. 
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VIII. CONCLUSIONS AND RECOMMENDATIONS 

29. 
some recommendations of the previous JSAN. Quarterly reports on budget execution have 
been issued on a timely basis, but the format o f  the reports and coverage should be improved 
to enhance transparency. The ceiling on Government net domestic financing was met in 2005 
and efforts were made to meet the target for 2006. With regard to  diversifying the economy, 
progress has been more limited as implementation o f  structural reforms has lagged behind. 
The FNDP and the formation o f  the new Zambia Development Agency provide an 
opportunity to reinvigorate the Private Sector Development Initiative, particularly as regards 
to the priority areas o f  restructuring the telecommunications sector, streamlining licensing 
requirements, and reducing the cost o f  labor regulations. 

The Government should be commended for progress made in implementing 

30. Staffs recommend that improving the low social and human development 
indicators requires more than just improvements in resource allocations. In particular, 
the l o w  absorptive capacity in the form o f  inadequate availability o f  human resources in the 
public sector has become a binding constraint that needs to be urgently tackled. 

3 1. The Government should improve policy implementation to resolve some of the 
binding constraints to higher growth that i s  key for poverty reduction. As noted in this 
JSAN, a number o f  pol icy pronouncements spanning key sectors o f  the economy have not 
been implemented. In particular, the record o f  implementing measures for private sector 
development i s  poor. Implementation o f  the structural reform agenda more broadly wil l be 
critical to achieving sustainable high rates o f  economic growth and poverty reduction. 
Government should renew efforts to strengthen implementation o f  i t s  poverty reduction 
strategy through not only improved M&E mechanisms, but also through ensuring feedback 
mechanisms to pol icy makers such that adjustments can be timely taken into consideration. 

32. 
the PRSP/TNDP closed in 2005, Zambia has had no formal PRSP. I t  i s  imperative that the 
FNDP be formally put in place soon. Moreover, as recommended in the JSAN for the last 
PRSP progress report, staffs urge the authorities to expand the coverage o f  the Government’s 
annual economic report to provide a timely comprehensive review of PRSP implementation. 
As such, the economic reports would facilitate greater monitoring and national dialogue 
regarding Zambia’s pol icy framework for reducing poverty. 

Staffs strongly recommend that the next PRSP be officially launched soon. Since 
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1.1 INTRODUCTION 

This report i s  a comprehensive analysis o f  the poverty reduction programmes for 2005. The 
report covers major poverty trends, the implementation o f  the Millennium Development Goals 
(MDGs) strategies and the Medium Term Expenditure Framework (MTEF) 2007 - 2009 based 
on the Fifth National Development Plan (FNDP) 2006-2010. For detailed analysis o f  poverty 
reduction trends during this period refer to the Economic report 2005, the Medium Term 
Expenditure Framework (MTEF), the Millennium Development Goals (MDG) report and for 
2006 releases see Appendix 1. The documents are attached. In the case o f  2006 no detailed 
monitoring and evaluation reports have been received and as a result what i s  being reported i s  
from the financial side without a detailed analysis at the output and outcome levels. This wil l  
be done in the f i rs t  quarter o f  2007 as more data i s  made available. Although, the PRSP 
officially ended in 2004, the poverty reduction programmes were carried over into the TNDP 
and now, the Fifth National Development Plan 2006-201 0 as mentioned above. 

1.2 THE MACROECONOMIC FRAMEWORK 2007-2009 

In terms o f  macroeconomic indicators, in the medium term, government wi l l  focus on the 
following within the context o f  the FNDP; 

(a) accelerate pro-poor economic growth; 

(b) stabilize inflation to single digit; 

(c) achieve financial and exchange rate stability; and 

(d) sustain a viable balance o f  payments and external and domestic debt position. 

In achieving the above, the macroeconomic Targets and Strategies during the period 2007- 
2009, Government aims to: 

(a) 

(b) 

(c) 

Achieve real GDP growth o f  at least 6 percent a year; 

Bring down end-year inflation to not more than 5 percent; 

Limit domestic borrowing to 1.0 percent o f  GDP in 2007, and 0.5 percent o f  GDP 

in 2008 and 2009; and 

Increase the coverage o f  official gross international reserves to at least 2.0 months 

o f  imports in 2007 and 2.4 months in 2008 and 2009 (For details refer to attached 

MTEF) 

(d) 

This i s  premised on the assumption that there wil l be continued investments in mining, 
manufacturing, agriculture and energy sectors among others due to positive macroeconomic 
environment and public sector reform policies. The reform policies include the Private Sector 
Development Action Plan (PSD) and the Public Expenditure Management and Accountability 
(PEMFA) Reforms. In 2006, negotiations with the contractor on the Integrated Financial 

- 2 -  



Management and Information System (IFMIS) were concluded and received approval from the 
World Bank. Further, the contract on IFMIS was signed o n  15th November 2006 with the 
initiation o f  the pilot taking place by the end o f  January, 2007. On the PSD, the major 
milestone i s  the expected operationalisation o f  the Zambia Development Agency in 2007. 

1.3 MACROECONOMIC PROGRESS 2005 

During the period under review, the Zambian economy improved considerably and performed 
well at the macroeconomic level. Annual Real GDP growth was at 5.4 percent at end 
December 2005 compared to 4.9 during the same period in 2002 and averaged 4.7 for the 
period 2002-2005. The average GDP was up from an annual average o f  2.2 percent in the 
preceding four years. Growth exceeded the 4 percent target previously identified in the 
PRSP/TNDP. Per capita income grew at 2.3 percent annually. These positive growth trends 
were largely due to several factors including favourable globe economic conditions and the 
overall impact o f  the economic reforms that started in the early 1990s. Among others, sectors 
that accounted for this growth were mining and construction. 

. 

During the period under review, a number o f  capacity building initiatives were undertaken. In 
addition, Government deliberately engaged stakeholders in the development process and in this 
light, Sector Advisory Group (SAGS) were formed as part o f  the monitoring framework. I t  was 
also under this period that saw Government introduce the Medium Term Expenditure 
Framework (MTEF). The Medium Term Expenditure Framework (MTEF), which employs a 
longer term perspective in budgeting and l i n k s  budgeting and planning, was introduced in 
2003. This has since opened up the budget systems to public scrutiny. The budget was also re- 
classified to an Activity Based Budgeting (ABB) system in 2004, thereby enhancing 
transparency. 

1.4 OVERAL POVERTY REDUCTION PERFORMANCE 

During the period under review, releases against the budgeted o f  poverty reduction 
programmes (PRPs) improved in both release as per budget and overall allocation in the total 
budget. In December 2005, there was a total o f  K2.571 tr i l l ion PRP funding released against a 
budgetary allocation o f  K4.339 tr i l l ion while by Novermebr 2006, a total o f  K2.249 tr i l l ion 
was released. In 2006, against a budget o f  budgeted K2.542 tr i l l ion representing 88.5 percent. 
For Reference, see Appendix 1. The major beneficiary in 2006 was Electoral Commission for 
coopoparate image building and voter registration. Others are Ministry o f  Energy and Water 
Development covering rain Water Harvesting and Spring Development, 
RehabilitatiodConstruction o f  Earth dams and Rural Water and Road infrastructure. On the 
Social Sectors, under Health, the major beneficiaries were Health Systems Management and 
Infrastructure development while in the Education sector, the major beneficiaries were 
Distance Education, Various Poverty Reduction Programmes (PRPs), Infrastructure 
Development and Personal Emoluments. The positive performance in terms o f  releases 
indicates that the pol icy interventions in place are working towards poverty reduction. 
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1.5 BUDGET PERFORMANCE 

Total capital expenditures in 2005 were estimated at K2,789.6 bi l l ion or 8.5 percent o f  GDP in 
2005. Domestically financed capital expenditures amounted to K565.1 bi l l ion against a budget 
allocation o f  K488.5 billion. This was above allocation by 15.7 percent. Out o f  the total o f  
1365.1 bi l l ion released for capital expenditures, 42.4 percent went towards poverty reduction 
programmes and 28.9 percent to the Road Fund. In particular, releases toward the Road Fund 
were above target by 82.0 percent due to higher than targeted collections on fuel levy. 

Total PRP allocations in 2005 were K4,208.4 billion, representing 44.8 percent o f  the total 
budget. O f  this amount, K1,849.1 bi l l ion was to be domestically financed. As at end-2005, 
domestically financed PRP expenditures amounted to K2,062.4 billion, which was 12 percent 
higher than programmed . 

A total o f  1~1,763 bi l l ion was disbursed towards social sectors in 2005. This represented 25.4 
percent o f  the total domestic budget and 5 1.6 percent o f  the discretionary budget. In 
comparison to the 2004 levels, this reflected an improvement in terms o f  percentage o f  
discretionary budget by 14.9 percentage points. However, there was a slight decline o f  0.5 
percentage points in terms o f  share o f  total domestic budget. 

Releases to the education sector amounted to K1062.6 bi l l ion and was above budget allocation 
by 16.3 percent. As a percent o f  the domestic and discretionary budgets, releases to the 
education sector were 15.3 percent and 3 1.1 percent, respectively. The discretionary share in 
2005 was much higher than the 22.7 percent in 2004. The main focus in 2005 was on 
increasing the number o f  medical personnel as well as instituting retention schemes as a way o f  
retaining frontline personnel. 

Releases towards the economic sectors in 2005 amounted to K1,023.6 billion, which was 14.7 
percent o f  the total domestic budget and 29.9 percent o f  the discretionary budget. The transport 
and communication sector, received the largest share amounting to K478 bi l l ion or 43.4 
percent o f  the total releases to the economic sectors and 6.3 percent o f  the total domestic 
budget. Most o f  the releases under transport and communication were ear marked for road 
works. The agricultural sector received K352.3 bi l l ion or 5 percent o f  the total national budget. 
(Refer to attached Economic report 2005) 
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Table 1.0 2005 Funding to Sectors as a Percentage of  Total Domestic Budget and 
Discretionary Budget 

Sector 2005 Total 
Domestic 

2005 Total Releases Releases as % Releases % 
Releases as % of of Total of Total 

Energy 23.5 
Building and Construction 97.9 

Environment 23.4 
Other* ' 2476- 
Total Economic Sectors 1 , I  01.7 

-~ _ _  ... __  __ _ _ _ _  .-....-- 

Commerce and Trade 49.4 _. - _________- - 

- _- __ - - . __ __- - . __ - - - - - - - -.. .. . .- 

22.3 94.9 0.4 0.5 
82.4 84.2 1.4 1.8 
42.0 85.0 0.7 0.9 

0.4 20.2 86.3 0.3 
15.7 63.8 I 0.3 0.3 

1,023.6. 92.9 17.0 21.8 

- - _ _  . . ..-_ - .. _ __ __ . ___ __ .- _ __ _.. __ - - __ -. ----- - - .- .- 

_3_ ~ i_-- __-- 

- ._ .. .. - . - ._ _. . . ... . __ __. __ . - . __ - ._ . - - 

Source: Ministry of Finance nnd National Planning 
* includes domesticallyjinanced expenditures and direct budget support, excluding foreign funds that do not flow through the budget. 

Social Sectors 
Education - - . __ - - . . 913.5 

_. Water . and Sanitation 78.9 

Disaster Relief 6.7 
Other 42.6 

. __ -. - - _. -. __ . 
Health .. . . 432.0 

Social Safety Net 93.3 

- _ _ . _  

1.6 SELECTED SECTOR PERFORMANCE* 

1,062.6 116.3 -17.6 ' 22.6 

32.4 41 .I -0.5 . . . - 0.7 
89.7 96. I - -  1.5 1.9 
52.3 780.6 0.9 1.1 
46.7 109.6 0.8 1 .o 

. - . - - -. ._ - - -, ____ __ - __ ._._ -. . __ _ 
_. 480.0 _ _  111.1 _ _  ._ - 8.0 - 4  - 102- 

. - - - ,. .- - . - - 

1.6.1 Agriculture 

In 2005. a total o f  K346.4 bi l l ion was released against a total budget o f  K352.3 bi l l ion 
representing a 98.3 percent release to the sector (see Table 1.0) These funds covered the 
Fertilizer Support Programme, Outgrower Schemes, Livestoock Development and Provision o f  
small credit to small scale farmers. 

1.6.2 Tourism 

In 2005, the performance o f  the tourism sector was above average. There was a rise in the 
number o f  visitors and private sector investments. In addition, the number o f  flights into the 
country also increased. 

* For detailed analysis see the attached Economic Report 2005 
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The Tourism sector, registered a growth o f  12.1 percent in 2005 compared to 6.4 percent in 
2004. Growth in this sector was on account o f  increased visitor arrivals. This was as a result o f  
enhanced marketing activities by both the Government and the private sector. The number o f  
international visitors to Zambia in 2005, thus increased by 26.2 percent from 649,900 to 
5 15,000 in 2004. 

In 2005, the single largest majority o f  international visitors to Zambia were in the business 
sector which were estimated at 265,197 or 40.9 percent o f  the total arrivals. In regard to the 
number o f  tourists visiting the country’s main national parks, the figures increased by 13.8 
percent in 2005 to 61,400 from 53,978 in 2004. 

During the year, visits by local tourists to the national parks rose by 28.2 percent to 19,436 
from 15,157 in 2004. On the overall, the number o f  international visitors increased by 8.1 
percent to 41,964 from 38,821 in 2004. 

16.3 Mining and Quarrying 

Mining and Quarrying sector in 2005 grew by 2.8 percent while in 2004 it grew by 13.5 
percent. This growth in the sector was mainly due to an increase in both copper and coal 
production, coupled with expansion in productive capacity. The continued high copper prices 
on the world market also stimulated investment in the sector. During the same period, Copper 
production rose by 9.6 percent compared to the 20.5 percent growth o f  2004. The price o f  
copper on the London Metal  Exchange (LME) rose to U S  $2.20 per pound in the last quarter o f  
2005. 

1.6.4 Manufacturing 

In 2005, the manufacturing sector grew by 3.8 percent compared to 4.7 percent in 2004 and 
this growth was mainly attributed to the food, beverages and tobacco sub-sector. Apart from 
the textile, leather and basic metal products sub-sectors, a l l  the other sub- sectors o f  
manufacturing registered growth. In line with the Private Sector Development (PSD) reforms, 
Government in 2005 set up the institutional framework for the implementation o f  the PSD 
Reform Action Plan. 

1.6.5 Transport and Communications 

During the period under review, the Transport and communications sector registered a growth 
o f  8.5 percent compared to 6.4 per cent the previous year. This growth was as a result o f  
performance in the road and air transport, and communications sub-sectors. During 2005 also, 
the government continued to address the transport infrastructure deficiencies through the road 
maintenance and rehabilitation programme o f  al l  trunk and main roads. During the period 
under review, Government also approved the National Transport Pol icy in order to address 
fragmentation in the road transport sector. The policy advocates for the establishment o f  three 
new road sector agencies. 
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In addition, Government in 2005 Government approved the Information and Communications 
Technology (ICT) Policy and reviewed the Telecommunications Act  o f  1994 owing to the 
current developments in the sub-sector. 

1.6.6 Education 

In the education sector, Government continued to record major successes at both output and 
outcome levels. Budgetary releases to the education sector as a share o f  the discretionary 
budget increased to 22.6 percent in 2005 from 19.7 percent in 2003. 

In 2005, the education sector continued marked positive progress in 2005, especially in access, 
retention and completion at the basic school level. The gender parity at basic school level also 
improved significantly. However, due to limited classroom space at high school level access 
remained l o w  compared to the basic school leve l  In order to remove barriers to the sector, 
Government continued to with the Free Basic Education policy. In addition, interventions were 
put in place to remove barriers to education for Orphans and Vulnerable Children (OVCs) and 
Children with Special Educational Needs (CSEN). 

During the review period, total pupil enrolments at the basic school level (Grade 1-9), 
increased by 13.1 percent to 2,848,357 in 2005. The male enrolments accounted for 21.1 
percent by increasing to 458,329. This accounted for 51.2 percent o f  total enrolments. On the 
other hand, female enrolments rose by 14.1 percent to 1,390,028 and accounted for 48.8 
percent o f  total basic school enrolments. The gender parity ratio at the basic school level 
improved from 0.93 in 2004 to 0.95 in 2005. 

In terms o f  basic Schools, these increased by 18.2 percent to 7,543 and out o f  this total, 4,969 
or representing 65.9 percent were run by Government. For public university education, the 
country’s total enrolments increased by 14.7 percent to 12,900 in 2005 from 11,245 in 2004. In 
total, enrolments at the University o f  Zambia (UNZA) and Copperbelt University (CBU) 
increased by 13.4 percent and 18.2 percent, respectively. 

In terms o f  funds, a total o f  K13.8 bi l l ion was disbursed under the PRPs and the majority o f  the 
PRP funding in 2005, amounting to K6.9, b i l l ion was disbursed for the construction o f  
teacher’s rural houses. The other programmes supported were bursary schemes and community 
schools accounting for K3.4 bi l l ion a K1.4 billion, respectively. 

1.6.7 Health 

In 2005, the major achievement was to introduce free Anti-Retroviral (ARV) drugs. This was 
done to meet the target o f  rol l ing ARVs to a population o f  100,000 patients by the end o f  2005. 
In addition, a key pol icy development was the introduction o f  the National Health Services Ac t  
and the repealing o f  the Radiation and Ionizing Acts in order to strengthen health care service 
delivery. 

In infrastructure development, a total 37 rural health posts were under construction in 2005. 
Work also commenced on the rehabilitation and extension o f  20 rural health centers that were 
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awarded contracts in 2004. Currently, there are a total o f  1,210 health centres out o f  which 973 
are in rural areas and 237 urban areas. 

1.6.8 Water and Sanitation 

Based on constructed and rehabilitated water and sanitation facilities, in 2005 access to safe 
water supplies in Zambia was estimated at 86 percent o f  the population in urban areas and 37 
percent o f  the population in rural areas in 2000. As for sanitation, the estimated coverage i s  33 
percent for urban areas in 2000 and 4 percent for rural areas. In addition, upgrading o f  squatter 
compounds in per-urban areas, and the rehabilitation o f  urban water supply programmes was 
achieved under Drought Relief Programme. This increased access to safe water supply. 

1.7 PROGRESS IN THE MILLENIUM DEVELOPMENT GOALS 

In an attempt to achieve the Mil lennium Development Goals (MDGs) Government commenced 
a process to localize the MDG targets so that they can conform to the local socio-economic and 
institutional capacity o f  the country. The PRSP/TNDP implementation and now the Fifth 
National Development Plan 2006-20 10 i s  the official Development agenda that Government 
intends to use to achieve the Millennium Development Goals (MDGs) targets. Indicators over 
the PRP period, 2002 to 2004, showed that Zambia had the potential to attain some o f  the 
MDG s by 2015. Among the possible M D G S  that can be attainable are the Reducing under - 
five mortality rates, halting and reversing the spread o f  HIV/AIDs as wel l  as halting and 
reversing the incidence o f  malaria and other major diseases. For details, see attached MDG 
report. 

1.8 POVERTY TRENDS 

In the terms o f  poverty trends, the Living Conditions Monitoring Survey (LCMS) IV  o f  2004, 
as much as 68 percent o f  the population fe l l  below the national poverty line. Earning less than 
K111, 747. Poverty levels slightly fel l  in 2004 compared to 1998 when poverty stood at 73 
percent. Poverty in rural and urban areas declined by 5 percent and 3 percent respectively. The 
incidence o f  poverty in the rural areas fel l  from 83 percent in 1998 to 78 percent in 2004, while 
poverty in urban areas declined to 53 percent from 56 percent in 1998. (For details, refer to 
L C M S  2004) 

1.9 CONCLUSION 

In a bid to continue fighting the scourge o f  poverty, Government, in consultation with 
cooperating partners and other stakeholders has formulated the Fifth National Development 
Plan 2006-2010. The theme in the FNDP i s  “Broad Based Wealth and Job Creation through 
Citizenry Participation and Technological Advancement”; while the strategic focus is 
“Economic Infrastructure and human resources development”. 
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Appendix 1 

Sunimarised PRP Releases 2006 
OFFICE OF THE VICE PRESIDENT 02 

Programme Name 

Co-ordination o f  Disaster Management Programmes 

Disaster Response 

Monitoring and Evaluation o f  Disaster Management 
Programmes 
Multi-Disciplinary Extension for Settlers 

Scheme Establishment and Resettlement 

Scheme Infiastmcture Development 

Stock Piling 

Budget 

172,371,550 

203,980,000 

102,542,500 

4 1,000,000 

65,250,000 

164,500,000 

3 04,13 7,7 10 

Vulnerability and Risk Assessment Profiling 583,303,908 

Head Total 1,63 7,085,668 

05 ELECTORAL COMMISSION 
Programme Name Budget 

Corporate Image Building 156,375,000 

Review o f  the Electoral and General Legislation 101,575,000 

Voter Registration 20,614,030,000 

Head Total 20,8 71,980,000 

11 ZAMBIA POLICE - MINISTRY OF HOME AFFAIRS 

Programme Name Budget 

Crop and Livestock Farming 160,284,602 

Implementation o f  Various Poverty Reduction Programmes 7,000,000,000 

Head Total 7,160,284,602 

13 
Programme Name Budget 

Bio-hels 403,237,697 

Biogas 58,500,000 

Dissemination o f  Information on Improved Cook stoves 94,750,000 

Energy Exploration and Installation 600,910,2 13 

Gel Fuel 55,O 10,000 

Gender Mainstreaming 30,600,000 

Groundwater Monitoring and Exploration 622,891,533 

Gwembe-Tonga Development Project 56,857,33 1 

MINISTRY OF ENERGY AND WATER DEVELOPMENT 

Release 

206,82 1,479 

222,536,665 

95,148,555 

38,079,640 

54,246,95 1 

80,000,000 

6,179,156,123 

583,303,906 

7,459,293,319 

Release 

2 15,250,000 

8,714,583 

20,614,030,000 

20,83 7,994,583 

Release 

181,791,217 

6,775,000,000 

6,956,791,217 

Release 

30 1,6 1 8,849 

58,500,000 

53,756,416 

450,910,2 13 

30,315,000 

20,075,000 

463,701,535 

40,357,331 

Balance % 

-34,449,929 119.99% 

-1 8,556,665 109.10% 

7,393,945 92.79% 

2,920,360 92.88% 

11,003,049 83.14% 

84,500,000 48.63% 

-5,875,018,413 2031.70 
YO 

2 100.00% 

-5,822,20 7,652 455.64 YO 

Balance % 

-58,875,000 137.65% 

92,860,417 8.58% 

0 100.00% 

33,985,417 99.84% 

Balance % 

-21,506,615 113.42% 

225,000,000 96.79% 

203,493,385 97.16% 

Balance 

101,618,849 

0 

40,993,584 

150,000,000 

24,695,000 

10,525,000 

159,189,998 

16,500,000 

% 

74.80% 

100.00% 

56.74% 

75.04% 

55.11% 

65.60% 

74.44% 

70.98% 



HIV/AIDS Awareness 

Liquified Petroleum Gas (LPG) 

Mainstreaming HIV/AIDS in Water and Energy Projects 

Management o f  Petroleum Sector 

Mini-Hydro 

Monitoring and Evaluation o f  Energy Projects 

Monitoring and Evaluation o f  Water Projects 

Nasanga and Luena Farming Block(Boreho1es and Wells) 

National Rural Electrification Master Plan 

National Water Master Plan 

North-Westem Infrastructure Development 

Petroleum Reserves 

Rain Water Harvesting and Spring Development 

RehabilitatiodConstruction o f  Earth Dams 

Rural Water (Borehole, Well) and Farm Blocks 

Rural Electrification Master Plan 

Rural Water (Drought Emergency Programme) 

Rural Water (Northern Province Groundwater Development) 

Solar Energy 

Strengthening o f  Hydrological Network 

Support o f  HIV/AIDS Activities 

Support to Institutions 

UNIDO/GEF Project 

Water Resources Action Program 

Water Resources Quality Monitoring 

Wind Energy 

Zambia Gender and Energy Network (ZGEN) 

Head Total 

25,000,000 

89,750,000 

7,644,866 

298,837,500 

380,000,000 

332,912,500 

272,450,000 

253,320,000 

18,000,000 

68,250,000 

150,000,000 

87,950,875 

212,500,000 

4,695,585,109 

1,405,648,954 

84,100,000 

434,795,000 

23 1,047,650 

483,000,000 

664,273,500 

33,483,620 

13,810,797,978 

1,085,750,000 

100,000,000 

354,456,150 

191,750,000 

41,125,000 

2 7,735,185,476 

14 
Programme Name Budget 

389,501,025 

Head Total 389,501,025 

15 MINISTRY OF HOME AFFAIRS 

Programme Name Budget 

MINISTRY OF MINES AND MINERAL DEVELOPMENT 

Mineral Exploration and Resource Survey 

17,708,334 

61,552,083 

4,919,614 

191,418,750 

99,612,500 

276,826,166 

220,564,583 

253,020,000 

9,833,333 

37,125,000 

128,490,74 1 

87,950,875 

212,500,000 

4,695,585,109 

1,386,786,955 

71,418,056 

434,795,000 

23 1,047,650 

483,000,000 

664,273,499 

16,741,810 

12,197,078,970 

63,590,750 

100,000,000 

234,764,883 

45,875,000 

38,125,000 

23,683,839,004 

Release 

183,9 15,868 

183,915,868 

Release 

7,291,667 

28,197,917 

2,725,252 

107,418,750 

280,387,500 

56,086,334 

5 1,885,4 17 

300,000 

8,166,667 

3 1,125,000 

21,509,259 

0 

0 

0 

18,861,999 

12,681,944 

0 

0 

0 

1 

16,741,8 10 

1,613,7 19,008 

1,022,159,251 

0 

119,691,267 

145,875,000 

3,000,000 

4,051,346,4 73 

70.83% 

68.58% 

64.35% 

64.05% 

26.2 1 % 

83.15% 

80.96% 

99.88% 

54.63% 

54.40% 

85.66% 

100.00% 

100.00% 

100.00% 

98.66% 

84.92% 

100.00% 

100.00% 

100.00% 

100.00% 

50.00% 

88.32% 

5.86% 

100.00% 

66.23% 

23.92% 

92.71% 

85.39% 

Balance % 

205,585,157 47.22% 

205,585,157 41.22% 

Balance % 



HIV/AIDS Awareness and ARVs at Work Place 

Personal Emoluments 

Prison Farms 

Prison Infrastructure Improvement 

Head Total 

18 JUDICIARY 

Programme Name 

Adjudication 

Construction o f  Court Building 

Construction o f  Court Infrastructure 

Construction o f  New Court Building 

Court Circuiting 

Court Circuits 

Court Rehabilitation 

Gender/ HIV/AIDS Awareness 

Gender/HIV/AIDS Awareness 

HIV/AIDS Awareness 

Procurement o f  Court Building 

Purchase and Distribution o f  ARVs 

Rehabilitation o f  Court Infrastructure 

Rehabilitation o f  Court Building 

Rehabilitation o f  court infrastracture 

Rehabilitation o f  Court Infrastructure 

Rehabilitation o f  Court Infratructure 

Rehabilitation o f  High Court Building 

2 12,030,378 

1,475,689,918 

1,065,000,000 

5,509,935,2 15 

8,262,655,510 

Budget 

70,285,714 

178,848,000 

97,500,000 

82,978,871 

871,094,031 

1303 12,494 

275,662,02 1 

11,932,000 

11 1,890,000 

42,225,000 

642,100,000 

33,256,000 

150,000,000 

720,641,358 

390,372,500 

100,000,000 

100,000,000 

34,285,714 

147,897,732 

238,577,567 

404,250,000 

4,709,737,630 

5,500,462,928 

Release 

35,142,857 

89,424,000 

97,500,000 

67,464,365 

351,528,202 

65,763,886 

171,972,779 

1,988,667 

34,969,722 

14,002,778 

642,100,000 

16,628,000 

50,000,000 

128,292,69 1 

2 10,372,500 

100,000,000 

100,000,000 

17,142,857 

Head Total 4,043,883,703 2,194,293,304 

20 LOANS AND INVESTMENTS - LOCAL GOVERNMENT AND HOUSING 
Release 

Central Province Rural Water Supply Programme 227,008,466 227,008,466 

Central Province Urban Water Supply Programme 837,500,000 1,737,500,000 

Programme Name Budget 

Eastern Province Water Supply Programme 190,000,000 190,000,000 

Establishment o f  Municipal Housing Bonds 2,251,800,000 1,911,800,000 

Integrated Local Development Planning 17 1,400,000 17 1,400,000 

Lusaka Urban Roads Programme 500,000,000 21,000,000 

64,132,646 

1,237,112,351 

660,750,000 

800,197,585 

2,762,192,582 

Balance 

35,142,857 

89,424,000 

0 

15,514,506 

519,565,829 

65,048,608 

103,689,242 

9,943,333 

76,920,278 

28,222,222 

0 

16,628,000 

100,000,000 

592,348,667 

180,000,000 

0 

0 

17,142,857 

1,849,590,3 99 

Balarice 

0 

-900,000,000 

0 

340,000,000 

0 

479,000,000 

69.75% 

16.17% 

37.96% 

85.48% 

66.57% 

% 

50.00% 

50.00% 

100.00% 

8 1.3 0% 

40.35% 

50.27% 

62.39% 

16.67% 

3 1.25% 

33.16% 

100.00% 

50.00% 

33.33% 

17.80% 

53.89% 

100.00% 

100.00% 

50.00% 

54.26% 

% 

100.00% 

207.46% 

100.00% 

84.90% 

100.00% 

4.20% 



Mine Townships Services Project 775,000,000 775,000,000 

National Rural Water Supply Programme 898,691,500 911,191,500 

North-Western Province Rural Water Supply Programme 3 85,005,000 385,005,000 

Preparation o f  Regional Development Plans 422,020,000 136,100,000 

Seven Townships Water Supply (North Western Province) 70,500,000 70,000,000 

Support to the Water Sector Reform Programme 44,940,000 7,000,000 

Urban Markets Development Programme 800,000,000 150,000,000 

Water Sector Programme Support 703,000,000 200,000,000 

Head Total 8,2 76,864,966 6,893,004,966 

21 LOANS AND INVESTMENTS - FINANCE AND NATIONAL PLANNING 

Programme Name Budget 

Projects 48,437,275,225 

Recapitalisation, Investments and Government Institutions 92,308,507,669 

Road Infrastructure Development 8 1,807,140,002 

Routine Maintenance (Road Fund) 175,320,000,000 

Rural Development Programme and Road Rehabilitation 60,978,000,000 

Techno-Economic Feasibility Studies and Designs 10,250,000,001 

Head Total 469,100,922,897 

26 MINISTRY OF INFORMATION AND BROADCASTING SERVICES 

Programme Name Bridget 

Development and Communication Research 425,824,088 

Information, Dissemination and Developmental Issues 1,767,448,841 

Head Total 2,193,272,929 

29 
Programme Name Budget 

MINISTRY OF LOCAL GOVERNMENT AND HOUSING 

Constituency Development Fund 9,000,000,000 

Council Annual Estimates 150,95 1,492 

Housing Development 4,927,389,434 

National Rural Roads Programme (National Feeder Road) 60,000,000 

Operation and Maintenance o f  Road Rehabilitation Equipment 772,800,000 

Road Rehabilitation for Local Authorities 545,000,000 

Support to Peri-urban Water Supplies 257,150,000 

Head Total 15,713,290,926 

Release 

4,473,000,000 

165,628,148,000 

86,606,498,444 

170,756,519,894 

10,221,702,803 

3,000,000,000 

440,685,869,141 

Release 

35 1,357,42 1 

758,450,229 

1,109,807,650 

Release 

9,000,000,000 

53,443,300 

4,158,523,729 

50,421,770 

23 1,407,74 1 

545,000,000 

257,150,000 

14,295,946,541 

0 

- 12,500,000 

0 

285,920,000 

500,000 

37,940,000 

650,000,000 

503,000,000 

100.00% 

10 1.39% 

100.00% 

32.25% 

99.29% 

15.58% 

18.75% 

28.45% 

1,383,860,000 83.28% 

Balance % 

43,964,275,225 9.23% 

-73,3 19,640,33 1 179.43% 

-4,799,358,442 105.87% 

4,563,480,106 97.40% 

50,756,297,197 16.76% 

7,250,000,001 29.27% 

28,415,053,756 93.94% 

Balance % 

74,466,667 82.5 1% 

1,008,998,612 42.91% 

1,083,465,278 50.60% 

Balance 

0 

97,508,192 

768,865,705 

9,578,230 

541,392,259 

0 

0 

1,417,344,385 

% 

100.00% 

3 5.40% 

84.40% 

84.04% 

29.94% 

100.00% 

100.00% 

90.98% 



31 MINISTRY OF JUSTICE 

Programme Name Budget 

Governance 1,550,000,000 

Head Total 1,550,000,000 

33 
Programme Name Budget 

260,000,000 

Head Total 260,000,000 

37 

MINISTRY OF COMMERCE, TRADE AND INDUSTRY 

Support to Small and Medium Enterprises(SMEs) 

MINISTRY OF FINANCE AND NATIONAL PLANNING 

Programme Name 

District Planning and Budgeting Process 

Construction of an Office Block 

Coordinating Activities o f  Sector Advisory Groups PDCs 

Co-ordination of Millennium Development Goals (MDG) 
Activities 
Economic Performance Monitoring 

Economic Sector Management 

Highly Indebted Poor Countries (HIPC) Expenditure 
Monitoring 
Highly Indebted Poor Countries (HIPC) Audits 

Human Development Indicators 

Monitoring and Evaluation 

National and International Conferences 

National Development Plan (NDP) 2006 - 2010 

National Long-Term Development Vision For Zambia 

National Population Policy 

Public Investment Programming 

Research and Development 

Head Total 

46 MINISTRY OF HEALTH 

Programme Name 

Capacity Building 

District Health Systems Management 

General Administration 

Health Service Delivery 

Budget 

589,000,000 

2,000,000,000 

503,400,000 

13 1,750,000 

367,525,000 

323,750,000 

357,846,122 

66,750,000 

116,275,000 

994,309,632 

137,962,500 

822,500,000 

832,500,000 

238,240,000 

179,600,000 

242,550,000 

7,903,958,254 

Budget 

1,963,586,942 

5,535,729,139 

20,737,8 16,933 

71,830,722,868 

Release 

1,020,944,742 

1,020,944,742 

Release 

162,500,000 

162,500,000 

Release 

589,000,000 

1,272,727,273 

503,403,800 

113,817,296 

345,400,174 

3 11,920,049 

357,846,122 

66,750,000 

116,275,000 

943,02 1,650 

137,962,500 

5,822,500,000 

832,500,000 

24 1,169,603 

144,072,591 

252,568,941 

12,050,934,999 

Release 

1,459,883,239 

5,074,4 18,374 

29,6 15,546,353 

68,749,241,152 

Balance % 

529,055,258 65.87% 

529,055,258 65.87% 

Balmce % 

97,500,000 62.50% 

97,500,000 62.50% 

Balance % 

0 100.00% 

727,272,727 63.64% 

-3,800 100.00% 

17,932,704 86.39% 

22,124,826 

11,829,95 1 

-1 

0 

0 

5 1,287,982 

0 

-5,000,000,000 

0 

-2,929,603 

35,527,409 

-10,018,94 1 

-4,146,976,746 

93.98% 

96.35% 

100.00% 

100.00% 

100.00% 

94.84% 

100.00% 

707.90% 

100.00% 

10 1.23% 

80.22% 

104.13% 

152.47% 

Balance % 

503,703,704 74.35% 

461,3 10,765 91.67% 

-8,877,729,420 142.81% 

3,08 1,48 1,716 95.7 1 % 



Health Systems Management 30,859,959,993 

Infrastructure Development 89,004,554,241 

Personal Emoluments 294,02 1,418,465 

Support to Institutions 37,580,511,029 

Training o f  Health Workers 5,463,043,495 

Head Total 556,997,343,105 

51 
Programme Name Budget 

Meteorological Observation and Establishment o f  270,696,000 
Meteorological Stations 
Monitoring o f  Poverty Reducing Programmes 112,500,000 

New Railway Development 4,557,886,552 

Policy Co-ordination 638,750,000 

Rehabilitation o f  Airports 5,754,842,765 

Waterways Management 1,550,000,000 

Head Total 12,884,675,317 

MINISTRY OF COMMUNICATIONS AND TRANSPORT 

46,371,356,459 

48,405,778,898 

302,112,173,475 

47,455,506,155 

5,007,789,869 

554,251,693,9 74 

Release 

129,130,000 

55,000,000 

1,555,000,000 

426,5 16,634 

9,083,742,765 

1,050,000,000 

12,299,389,399 

65 MINISTRY OF SCIENCE, TECHNOLOGY AND VOCATIONAL TRAINING - 
Programme Name Budget Release 

Construction o f  TEVET Institutions 1,770,300,000 1,770,200,000 

Procurement o f  Equipment for Training Institutions 3,150,000,000 3,149,736,667 

Rehabilitation o f  Research Institutions 800,000,000 400,000,000 

Science and Technology Development 1,376,244,892 1,058,000,000 

Supply o f  research equipment 500,000,000 500,000,000 

Head Total 7,596,544,892 6,877,936,667 

68 
Programme Name Budget Release 

District Community Environmental Committees Support 441,884,7 15 398,779,252 

Forestry Extension and Management 4,023,601,000 967,068,444 

HIV/AIDS Awareness 88,096,180 88,096,180 

Tourism Sector Development Programmes 4,457,184,000 702,684,000 

Head Total 9,010,765,895 2,156,627,875 

76 
Programme Name Budget Release 

Children and Youth Empowerment Programme 2,300,050,000 2,300,050,000 

MINISTRY OF TOURISM, ENVIRONMENT AND NATURAL RESOURCES 

MINISTRY OF SPORT, YOUTH AND CHILD DEVELOPMENT 

-15,511,396,466 150.26% 

40,598,775,343 54.39% 

-8,090,755,O 10 102.75% 

-9,874,995,126 126.28% 

455,253,626 91.67% 

2,745,649,131 99.51 Yo 

Balance % 

141,566,000 47.70% 

57,500,000 48.89% 

3,002,886,552 34.12% 

212,233,366 66.77% 

-3,328,900,000 157.85% 

500,000,000 67.74% 

585,285,918 95.46% 

Balance % 

100,000 99.99% 

263,333 99.99% 

400,000,000 50.00% 

3 18,244,892 76.88% 

0 100.00% 

718,608,225 90.54% 

Balance % 

43,105,463 90.25% 

3,056,532,556 24.03% 

0 100.00% 

3,754,500,000 15.77% 

6, 854,138,020 23.93 Yo 

Balance % 

0 100.00% 



Family L i fe  Education 

Focus on Youth Sport 

HIV/AIDS Awareness 

OVC/HIV/AIDS 

Skills Training and Youth Empowerment 

Sports for A l l  

Stadium Infrastructure Development Support 

Supervision and Inspection o f  Youth Programmes and 
Projects 
Support to Institutions 

Head Total 

77 MINISTRY OF DEFENCE 

Programme Name 

H i v  and Aids 

Production 

Head Total 

80 MINISTRY OF EDUCATION 

Programme Name 

Bursaries Committee 

Curriculum and Assessment 

Distance Education 

General Administration (High School Education) 

General Administration (Sector Plan Implementation) 

General Administration (Tertiary Education) 

Grants tp pre schools 

Implementation o f  Various Poverty Reduction Programmes 

Infrastructure Development 

Personal Emoluments 

Procurement Management 

Special Issues 

Sundry Services 

Support to Institutions 

Support to Institutions (Basic Education) 

Support to Institutions (Free Basic Education) 

Teacher Education and Specialised Services 

208,500,000 

248,458,750 

17,812,500 

186,260,000 

6,000,000,000 

118,978,650 

1,000,000,000 

255,333,125 

492,000,000 

lOJ2 7,393,025 

Budget 

177,151,250 

569,463,936 

74661 5,186 

Budget 

68,931,001,934 

11,683,353,813 

1,028,207,509 

18,111,250,592 

447,166,533 

4,458,807,628 

13 1,136,902 

8,175,076,587 

32,292,046,827 

696,086,439,999 

681,081,906 

1,437,059,895 

13,607,587,720 

103,177,282,074 

25,970,338,014 

11,599,247,046 

186,415,857 

219,472,663 

17,8 12,500 

103,998,612 

5,824,648,891 

118,978,650 

100,000,000 

159,952,081 

453,257,5 13 

9,484,586,768 

Release 

73,813,021 

427,097,952 

50491 0,9 73 

Release 

7 1,794,606,625 

9,650,682,560 

724,343,626 

16,384,224,372 

379,414,028 

4,003,190,060 

1 1 1,267,675 

5,152,773,985 

39,6 17,999,085 

405,882,088,253 

47 1,626,239 

1,103,057,523 

9,527,397,121 

113,814,194,199 

22,035,438,307 

9,853,024,762 

22,084,143 

28,986,087 

0 

82,261,388 

175,351,109 

0 

900,000,000 

95,381,044 

38,742,487 

1,342,806,257 

89.41% 

88.33% 

100.00% 

55.84% 

97.08% 

100.00% 

10.00% 

62.64% 

92.13% 

87.60% 

Balance % 

103,338,229 41.67% 

142,365,984 75.00% 

245,704,213 67.09% 

Balance 

-2,863,604,691 

2,032,67 1,253 

303,863,883 

1,727,026,220 

67,752,505 

455,617,569 

19,869,227 

3,022,302,602 

-7,325,952,258 

290,204,35 1,747 

209,455,666 

334,002,372 

4,080,190,599 

-10,636,912,125 

3,934,899,708 

1,746,222,285 

% 

104.15% 

82.60% 

70.45% 

90.46% 

84.85% 

89.78% 

84.85% 

63.03% 

122.69% 

58.3 1% 

69.25% 

76.76% 

70.02% 

110.31% 

84.85% 

84.95% 

2,207,828,765 1,612,480,407 595,348,358 73.03% 



Head Total 

85 MINISTRY OF LANDS 

Programme Name 

Farm Block Development and Land Management 

HIV/AIDS Awareness 

Land Alienation 

Land Development Fund and Land Policy Review 

Mapping 

Surveying o f  Properties 

Head Total 

87 ANTI-CORRUPTION COMMISSION 

Programme Name 

Community Education 

1,000,024,913,745 

Budget 

440,086,875 

44,664,110 

180,400,000 

3,928,001,027 

778,350,000 

904,25 5,000 

6,2 75,757,012 

Budget 

71 1,685,000 

Head Total 711,685,000 

89 
Programme Name Budget 

Co-operative Education and training 27,115,188 

Development o f  Cooperatives 30,850,000 

Livestock Development and Veterinary Services 46,550,000 

Seed Inspections and Sampling 158,38 1,820 

Veterinary Services and Livestock Development 66,625,000 

Agri-Business and Marketing 1,511,976,127 

Agric Business and Marketing 20,825,000 

Agricultural Development Programmes 1 1,445,970,027 

Agricultural Information Services 143,000,000 

MINISTRY OF AGRICULTURE AND COOPERATIVES 

Agricultural Research 1,000,000,000 

Animal Disease Control 1,532,695,200 

Aquaculture Development 470,229,338 

Commercialisation o f  Agricultural Land-Farm Blocks 5,549,149,456 

Community Radio 295,140,000 

Co-operative Education and Training (PRP) 329,097,500 

Coordination o f  Seed programs 20,2 12,460 

Cordon line 50,000,000 

Crop Diversification 26,87 1,825 

'1 2,117,808,826 287,907,104,919 11.21% 

Release Balance % 

274,699,605 165,387,270 62.42% 

44,664,110 0 100.00% 

104,444,444 75,955,556 57.90% 

2,775,351,584 1,152,649,443 70.66% 

578,715,433 199,634,567 74.35% 

694,096,898 210,158,102 76.76% 

4,471,972,074 1,803,784,938 71.26% 

Release Balance % 

434,946,976 276,738,024 61.12% 

434,946,9 76 2 76,738,024 61.12% 

Release 

26,611,175 

15,518,333 

21,162,500 

72,728,03 1 

39,799,721 

863,79 1,001 

10,411,500 

3,183,330,065 

135,850,000 

1 1 1,116,667 

1,454,490,800 

252,827,910 

6 16,568,829 

49,595,000 

95,758,125 

14,158,324 

50,000,000 

2,239,3 19 

Bdlarice 

504,013 

15,331,667 

25,387,500 

85,653,789 

26,825,279 

648,185,126 

10,4 13,500 

8,262,639,962 

7,150,000 

888,883,333 

78,204,400 

2 17,40 1,428 

4,932,550,627 

245,545,000 

233,339,375 

6,054,136 

0 

24,632,506 

% 

98.14% 

50.30% 

45.46% 

45.92% 

59.74% 

57.13% 

50.00% 

27.81% 

95.00% 

11.1 1% 

94.90% 

53.77% 

11.1 1% 

16.80% 

29.10% 

70.05% 

100.00% 

8.33% 



Crop Production and Husbandry 

Crop Production, Agric. Extension and Land Management 

Crop Production, Extension and Land Management 

Development o f  Co-operatives 

District Agricultural Coordination 

District Agriculture Coordination 

Early Warning and Food Security Reporting 

Farm Institutes and Farmer Training Centres 

Fertiliser Support Programme 

Fish Production and Conservation 

Fisheries Co-Management 

Fisheries Development 

Fisheries Sub Sector Co-ordination 

Fruit Nursery Development 

Gender Mainstreaming, HIV/AIDS and Environmental Issues 

HIV/AIDS Awareness Programme at Work Place 

HIV/AIDS Mitigation 

Infrastructure Rehabilitation 

Irrigation Development Fund 

Livestock Development and Veterinary Services 

Livestock Development and Veterinary Services 

Livestock Outgrower Schemes 

Livestock Production and Disease Control 

Livestock Production and Veterinary Services 

Livestock Restocking and Monitoring 

Marketing Information and Infrastructure Development 

National Agricultural Information Services 

Out Grower Schemes 

Peri-urban irrigation development 

Personal Emoluments 

Poverty Reduction Programmes 

Rehabilitation and Maintenance o f  College 

Research, Adoption and Promotion o f  Small-Scale Equipment 
(Farm Power and Mechanisation) 
Rural Investment Fund 

Seed Multiplication 

54,020,000 

286,100,000 

6,207,886,012 

28,375,000 

2,752,8 13,171 

26,125,000 

3,400,000 

85,000,000 

188,590,145,000 

7 1,090,000 

455,998,340 

1,471,13 1,611 

17,812,500 

78,355,8 17 

88,800,000 

10,854,963 

156,390,000 

245,580,000 

1,086,375,000 

50,455,066 

1,578,967,325 

458,257,500 

61,750,000 

1,411,403,898 

21 8,715,2 19 

30,600,000 

1,25 1,869,329 

1,700,000,000 

343,750,000 

9,763,824,135 

65,23 1,000 

119,185,000 

47,483,399 

1,000,000,000 

124,375,000 

Smallholder Irrigation Schemes 283,685,192 

3 8,926,25 0 

5 1,494,640 

2,754,9 15,277 

13,630,000 

1,469,737,441 

14,287,500 

1,199,196,666 

15,416,666 

188,590,145,000 

3 1,188,332 

130,917,108 

652,175,216 

8,333,147 

64,618,317 

52,800,000 

8,793,920 

96,695,000 

225,580,000 

13 1,750,000 

16,096,469 

697,598,309 

155,406,250 

3 5,090,000 

728,861,019 

20,409,7 1 1 

14,326,190 

722,208,045 

75 1,666,665 

59,010,417 

8,430,433,528 

3 1,810,333 

22,217,500 

27,748,964 

848,484,849 

70,4 13,798 

113,508,983 

15,093,750 72.06% 

234,605,360 18.00% 

3,452,970,735 44.38% 

14,745,000 48.04% 

1,283,075,730 53.39% 

11,837,500 54.69% 

-1,195,796,66635270.49% 

69,583,334 18.14% 

0 100.00% 

39,901,668 43.87% 

325,081,232 28.71% 

818,956,395 44.33% 

9,479,353 46.78% 

13,737,500 82.47% 

36,000,000 59.46% 

2,061,043 81.01% 

59,695,000 61.83% 

20,000,000 91.86% 

954,625,000 12.13% 

34,358,597 31.90% 

88 1,369,O 16 44.18% 

302,851,250 33.91% 

26,660,000 56.83% 

682,542,879 5 1.64% 

198,305,508 9.33% 

16,273,810 46.82% 

529,661,284 57.69% 

948,333,335 44.22% 

284,739,583 17.17% 

1,333,390,607 86.34% 

33,420,667 48.77% 

96,967,500 18.64% 

19,734,436 58.44% 

1513 15,151 84.85% 

53,961,202 56.61% 

170,176,209 40.01% 



Strategic Food Reserves 50,000,000,000 

Support to Community Action Plans 668,576,000 

Technology Development and Dissemination 268,757,161 

Vetenerinary Services and Livestock Development 334,823,700 

Veterimary Services and Livestock Production 8 1,275,000 

Veterinary and Livestock Development 100,262,300 

Veterinary Sanitary 8,861,855 

Veterinary Services and Livestock Development 434,075,000 

Water Resources development for Irrigation 1 17,250,000 

Women in Imgation and Water Resources Management 205,346,204 

Zambia Namibia Agricultural Production Joint Venture 872,500,000 

Head Total 296,042,190,636 

90 OFFICE OF THE PRESIDENT - LUSAKA PROVINCE 

Programme Name 

Community Development 

Education Improvement 

Electrification o f  Forestry Compound 

Entrepreneurship Training - A l l  Districts 

Extension Services - A l l  Districts 

Feeder Road RehabilitatiodConstction 

Fish Out Grower Scheme 

Forestry Protection 

Gender Mainstreaming 

Health Improvement Progamme 

Livestock Improvement Programme 

Monitoring and Evaluation 

Monitoring and Evaluation o f  District Programmes and 
Projects 
Resettlement o f  Disadvantaged Persons 

Resettlement o f  Disadvantaged Persons - All Districts 

Resettlement o f  Street Children 

Resettlement Scheme Infrastructure Development 

Support to Institutions 

Head Total 

Budget 

33,465,341 

2,737,663,O 15 

50,000,000 

209,772,334 

145,700,000 

999,415,166 

208,730,335 

69,158,788 

66,925,000 

1,394,995,402 

42,620,870 

108,765,000 

221,775,000 

40,496,067 

142,000,000 

22,032,480 

364,362,156 

127,488,201 

6,985,365,155 

140,000,000,000 

144,803,784 

87,446,920 

46,388,970 

37,493,152 

30,587,500 

3,799,108 

223,588,540 

70,041,667 

175,043,174 

95,000,000 

356,226,041,624 

Release 

35,624,608 

68 1,44 1,440 

50,000,000 

101,193,083 

88,473,146 

999,415,166 

35,560,862 

69,158,787 

25,096,876 

207,236,301 

42,620,871 

50,120,206 

80,860,206 

18,3 1 1,571 

53,249,999 

14,892,324 

9 1,090,537 

116,864,184 

2,761,210,169 

-90,000,000,000 

523,772,216 

18 1,3 10,241 

288,434,730 

43,781,848 

69,674,800 

5,062,747 

2 10,486,460 

47,208,333 

30,303,030 

777,500,000 

280.00% 

2 1.66% 

32.54% 

13.85% 

46.13% 

30.5 1% 

42.87% 

51.51% 

59.74% 

85.24% 

10.89% 

-60,183,850,988 120.33% 

Balance 

-2,159,267 

2,056,221,575 

0 

108,579,251 

57,226,854 

0 

173,169,473 

1 

41,828,124 

1,187,759,101 

-1 

58,644,794 

140,914,794 

% 

106.45% 

24.89% 

100.00% 

48.24% 

60.72% 

100.00% 

17.04% 

100.00% 

3 7.50% 

14.86% 

100.00% 

46.08% 

36.46% 

22,184,496 45.22% 

88,750,001 37.50% 

7,140,156 67.59% 

273,271,619 25.00% 

10,624,017 9 1.67% 

4,224,154,986 39.53% 



91 OFFICE OF THE PRESIDENT - COPPERBELT PROVINCE 

Programme Name Budget 

Bio-Diversity Conservation 285,443,684 

Development Co-ordination 60,955,000 

Child Welfare Development 47,839,932 

Copperbelt Support Programme 673,154,110 

Cultural Promotion 3 8,295,000 

Dri l l ing and Rehabilitation o f  Boreholes in all Districts 1,057,012,500 

Education Services 466,000,000 

3 1,000,000 

Gender Development 30,395,000 

Health Services 873,992,320 

HIV/AIDS and Gender 186,8 10,882 

Establishment o f  the Provincial Planning Database 

Infrastructure Development 110,000,000 

Integration o f  Population Issues 17,870,000 

Land Resettlement Programme 502,000,000 

National Feeder Roads Rehabilitation 1,987,500,000 

Provincial Community Development Programme 179,896,000 

Provincial Infrastructure Development 1,112,500,000 

Provincial Physical Development 254,375,000 

Social Development Programme 14,567,500 

Head Total 7,929,606,928 

92 OFFICE OF THE PRESIDENT - CENTRAL PROVINCE 

Programme Name 

Animal Draught Power 

Equiping Communities through Self help Projects 

Feeder Roads 

Fish Farming 

Girl Child Education 

Hammer Mi l ls  

HIV/AIDS Mainstreaming 

Improvement o f  Health Services 

Inspection o f  Smallholdings and Farms 

Irrigation Development 

Land Resettlement Programme (Infrastructure Development) 
Land Resettlement Programme (Schemes Establishment and 
100.00% 
Resettlement) 
Monitoring and Evaluation 

Budget 

100,000,000 

50,000,000 

1,200,000,000 

80,000,000 

3 10,000,000 

63,373,750 

50,625,000 

671,500,000 

81,250,000 

100,000,000 

1,255,705,000 
82,282,500 

3 1,578,184 

Release 

230,326,536 

61,203,543 

36,5 17,709 

524,908,080 

27,906,875 

679,770,833 

220,000,000 

30,266,666 

25,99 1,750 

666,996,160 

193,577,898 

98,5 16,667 

12,763,167 

256,103,334 

1,326,458,333 

154,885,349 

784,625,000 

190,435,112 

11,773,958 

5,533,026,969 

Release 

100,000,000 

50,000,000 

1,200,000,000 

80,000,000 

70,000,000 

49,290,695 

33,958,333 

100,000,000 

50,934,774 

100,000,000 

655,705,000 
82,282,500 

22,221,684 

Balance 

55,117,149 

-248,543 

11,322,223 

148,246,030 

10,388,125 

377,241,667 

246,000,000 

733,334 

4,403,250 

206,996,160 

-6,767,015 

11,483,333 

5,106,833 

245,896,666 

66 1,04 1,667 

25,010,651 

327,875,000 

63,939,888 

2,793,542 

% 

80.69% 

100.4 1 % 

76.33% 

77.98% 

72.87% 

64.3 1 % 

47.21% 

97.63% 

85.51% 

76.32% 

103.62% 

89.56% 

71.42% 

5 1.02% 

66.74% 

86.10% 

70.53% 

74.86% 

80.82% 

2,396,579,960 69.78% 

Balanee 

0 

0 

0 

0 

240,000,000 

14,083,055 

16,666,667 

571,500,000 

30,315,226 

0 

600,000,000 
0 

% 

100.00% 

100.00% 

100.00% 

100.00% 

22.58% 

77.78% 

67.08% 

14.89% 

62.69% 

100.00% 

52.22% 

9,356,500 70.37% 



Out o f  School Youth Development 5,900,000 

Procurement o f  Motor Vehicle for Payroll Collection and 250,000,000 
Revenue Monitoring 
Provision o f  Non-Formal Education 60,000,000 

Rehabilitation o f  Government Buildings 102,663,281 

School Provisions 

Skills Training For Gender 

13 1,500,000 

100,000,000 

Sustainable Management & Utilisation o f  N o n  -Wood Forestry 
Product 
Sustainable Management and Utilization o f  N o n  Wood Forest 
Products 

150,000,000 

200,000,000 

Head Total 5,076,377,715 
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Programme Name 

Adult Literacy 

Bee Keeping 

Development Control and Monitoring 

Food Security Pack 

Gender and Development 

Hydrological Survey 

Improvement o f  Health Services 

Budget 

43,478,000 

94,396,875 

106,594,008 

12,881,250 

66,116,000 

279,956,000 

1,000,000,000 

Infrastructure Development 740,000,000 

Land Resettlement 299,376,000 

Rehabilitation o f  Canals 500,000,000 

Rehabilitation o f  Feeder Roads 2,153,000,000 

School Provisions 700,000,000 

School Rehabilitation Programme 600,000,000 

School Requisites Programme 240,000,000 

Water Management 816,508,100 

Water Resources Allocation 163,160,000 

Head Total 7,815,466,233 
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Programme Name 

Animal Disease Control 

Forestry Conservation 

Budget 

150,000,000 

90,000,000 

4,15 1,853 

250,000,000 

60,000,000 

72,244,53 1 

13 1,500,000 

100,000,000 

150,000,000 

100,000,000 

3,462,289,3 71 

Release 

16,620,158 

7,866,406 

5 1,614,801 

1,073,438 

23,442,357 

119,546,667 

788,078,623 

504,613,755 

106,242,167 

161,699,426 

2,153,000,000 

470,566,476 

50,000,000 

35,000,000 

299,110,842 

127,839,770 

4,916,314,885 

Release 

150,000,000 

90,000,000 

1,748,147 

0 

0 

30,418,750 

0 

0 

0 

100,000,000 

1,614,088,345 

Balance 

26,857,842 

86,530,469 

54,979,207 

11,807,813 

42,673,643 

160,409,333 

2 1 1,92 1,377 

235,386,245 

193,133,833 

338,300,574 

0 

229,433,524 

550,000,000 

205,000,000 

517,397,258 

35,320,230 

2,899,151,348 

Balance 

0 

0 

70.37% 

100.00% 

100.00% 

70.37% 

100.00% 

100.00% 

100.00% 

50.00% 

68.20% 

% 

38.23% 

8.33% 

48.42% 

8.33% 

35.46% 

42.70% 

78.81% 

68.19% 

35.49% 

32.34% 

100.00% 

67.22% 

8.33% 

14.58% 

36.63% 

78.35% 

62.90% 

% 

100.00% 

100.00% 



Improvement o f  Security Infrastructure 

Improvement to Health Services 

Infrastructure Development 

Maintenance and Rehabilitation o f  Public Buildings 

Mongu Township Electrification 

Monitoring and Evaluation PRP Projects 

Roads Rehabilitation (Feeder Roads) 

Vegetation Control 

Water Supply 

Weather Reporting and Forecasting 

Youth Training 

195,000,000 

1,828,717,569 

250,000,000 

533,680,000 

200,000,000 

500,000,000 

1,203,834,431 

156,387,000 

657,000,000 

40,000,000 

63,000,000 

Head Total  5,867,619,000 

95 OFFICE OF THE PRESIDENT - EASTERN PROVINCE 
Programme Name Budget 

Animal Disease Control 400,000,000 

Construction o f  Offices, Houses, Borehole DrillingEquipment 166,250,000 

Control o f  Crop Diseases 202,8 18,600 

Development o f  Infrastructure 830,729,6 10 

Development Planning and Project Coordination 609,272,085 

Forest Protection and Management 161,000,000 

HIV/AIDS 100,000,000 

Maintenance o f  Roads 675,801,500 

Maintenance o f  Airports 471,681,019 

85,168,7 12 Maintenance o f  Training Centres 

Rehabilitation o f  Roads 3,179,377,628 

Rehabilitation o f  Schools 300,000,000 

Rehabilitation o f  Terminal Buildings and Staff Houses 5 1,496,000 

Resettlement Schemes 356,O 10,000 

School Provisions 700,000,000 

School Requisites 200,000,000 

Social Welfare Protection 30,2 15,934 

Head Total 451 9,821,088 
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Programme Name Budget 

55,000,000 

96,717,569 

250,000,000 

533,680,000 

200,000,000 

500,000,000 

1,203,834,43 1 

156,387,000 

387,000,000 

40,000,000 

6 1,045,454 

3,723,664,454 

Release 

400,000,000 

13,854,167 

202,818,600 

830,92 1,6 14 

50,7 18,750 

157,233,303 

100,000,000 

532,344,884 

234,806,426 

85,168,7 12 

3,178,377,668 

300,000,000 

5 1,496,000 

118,158,666 

285,714,286 

200,000,001 

13,614,531 

6,755,227,606 

Release 

140,000,000 

1,732,000,000 

0 

0 

0 

0 

0 

0 

270,000,000 

0 

1,954,546 

28.21% 

5.29% 

100.00% 

100.00% 

100.00% 

100.00% 

100.00% 

100.00% 

58.90% 

100.00% 

96.90% 

2,143,954,546 63.4 6 % 

Balance 

0 

152,395,833 

0 

-192,004 

558,553,335 

3,766,697 

0 

143,456,6 16 

236,874,593 

0 

999,960 

0 

0 

237,85 1,334 

4 14,285,7 14 

-1 

16,60 1,404 

% 
100.00% 

8.33% 

100.00% 

100.02% 

8.32% 

97.66% 

100.00% 

78.77% 

49.78% 

100.00% 

99.97% 

100.00% 

100.00% 

33.19% 

40.82% 

100.00% 

45.06% 

1,764,593,482 19.29% 

Balance % 



Infrastructure Development 

Alienation o f  Land for Agriculture and Tourism Development 
purposes. 
Beekeeping 

Bio-diversity and Watershed Conservation 

Co-ordination o f  Pre-schools and Orphanage Centres 

Forest Protection and management 

Functional Literacy 

Gender Disaggregated Data , Analysis and Production 

Groundwater development 

HIV/AIDS and Gender Development 

Improvement to Health Services 

Maintenance o f  Canals 

Maintenance o f  Feeder Roads 

Management and Regulation o f  the Fish Industry 

Management o f  Aerodromes 

Management o f  Air fields 

Monitoring and Evaluation o f  Poverty Reducing Programmes 

O i l  Palm Outgrowers Scheme 

Plantation Establishment and Management Programmes 

Rehabilitation and Maintenace o f  Roads 

Rehabilitation o f  Schools 

Scheme establishment and Land Resettlement 

School Provisions 

Settlement and Placement o f  Youth Graduates 

Street Children Empowerment 

Support to Institutions 

Survey Services 

Water Management 

Weather Reporting and Forecasting 

Head Total 

746,420,266 

35,685,000 

59,649,375 

75,053,250 

30,626,000 

247,986,499 

44,177,500 

4,500,000 

451,198,750 

28,607,000 

800,000,000 

360,060,000 

2,222,203,223 

125,625,000 

50,180,000 

20,140,000 

27,450,000 

405,957,500 

85,053,574 

53,600,000 

376,750,000 

76,874,000 

450,000,000 

45,730,000 

66,338,975 

40,000,000 

33,831,639 

64,48 1,250 

22,467,300 

7,050,646,101 
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Programme Name Budget 

Agriculture Support 77,522,833 

Bee-keeping Development 90,459,357 

Construction o f  o f i c e  block 38,520,000 

746,420,266 

22,762,037 

59,649,375 

75,053,250 

30,626,001 

247,986,499 

24,257,291 

4,500,000 

451,198,750 

28,607,000 

800,000,000 

360,060,000 

610,183,602 

125,625,000 

26,681,667 

11,438,333 

19,062,500 

405,957,500 

85,053,575 

29,466,667 

378,395,833 

76,874,000 

450,000,000 

9,271,667 

72,136,462 

37,000,000 

22,836,861 

64,48 1,25 1 

11,872,275 

528 7,45 7,658 

Release 

1,66 1,396 

90,459,357 

710,000 

0 100.00% 

12,922,963 63.79% 

0 

0 

-1 

0 

19,920,209 

0 

0 

0 

0 

0 

1,612,019,62 1 

0 

23,498,333 

8,70 1,667 

8,387,500 

0 

-1 

24,133,333 

- 1,645,833 

0 

0 

36,458,333 

-5,797,487 

3,000,000 

10,994,779 

0 

10,595,025 

1,763,188,443 

100.00% 

100.00% 

100.00% 

100.00% 

54.91% 

100.00% 

100.00% 

100.00% 

100.00% 

100.00% 

27.46% 

100.00% 

53.17% 

56.79% 

69.44% 

100.00% 

100.00% 

54.98% 

100.44% 

100.00% 

100.00% 

20.27% 

108.74% 

92.50% 

67.50% 

100.00% 

52.84% 

74 -99 Yo 

Balance % 

75,861,437 2.14% 

0 100.00% 

37,810,000 1.84% 



Ground Water Development 

Improvement to Health Services 

267,750,000 

147,339,888 

Infrastructure Development 2,754,585,193 

Land Resettlement Scheme 

Monitoring and Evaluation 

244,3 75,000 

12,500,000 

Provision o f  Basic Infrastructure 153,625,000 

Rehabilitation o f  Kabompo Bee-keeping Centre 59,950,000 

Rehabilitation o f  Roads 2,707,678,374 

Rehabilitation o f  Schools 147,339,888 

School Provisions 41 8,939,707 

Head Total 7,120,585,239 
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Programme Name 

Roads Rehabilitation (Feader Roads) 

Budget 

1,200,000,000 

Construction o f  L o w  and Medium Cost Houses in 
Chirundu,Itezhitezhi,Kamngda and Muyumbwe 
Construction o f  Medium Cost Houses 

Coordination and Monitoring o f  Youth Development 
Programmes 
Employment Exchange on  HIV/AIDS Related Cases 

240,000,000 

150,000,000 

27,500,000 

26,100,000 

Gender and HIV/AIDS Programmes 20,000,000 

HIV/AIDS Awareness 152,441,471 

Information and Research Centre for Children (Early 63,275,000 
Childhood Case and Development 
Intergrated Small-Scale Fish Farming 685,000,000 

Irrigation Development 1,600,000,000 

Land Acquisition for Resettlement 

Land Alienation 

39,3 80,000 

260,000,000 

Latrine Construction 100,000,000 

Livestock Restocking 

Monitoring 

1,100,000,000 

64,834,000 

Monitoring and Evaluation o f  Poverty Reducing Programmes 264,400,000 

Monitoring Poverty Reducing Programmes in Districts 62,500,000 

Monitoring Poverty Reduction Programmes 160,000,000 

Non-formal Education and Skills Training 119,410,000 

Plot Allocation in Resettlement Schemes 27,000,000 

Provision o f  Basic Infrastructure in Resettlement Schemes 128,600,000 

Rehabilitation and Construction o f  Health Centres and Posts 500,000,000 

274,687,500 

147,339,888 

2,754,585,193 

564,174,999 

12,500,000 

153,624,999 

59,950,000 

2,574,592,375 

147,339,888 

4 18,939,708 

7,200,565,303 

Release 

1,200,000,000 

240,000,000 

150,000,000 

16,296,295 

14,680,000 

10,222,221 

77,988,862 

63,274,999 

53 5,000,000 

1,600,000,000 

39,380,000 

160,000,000 

100,416,667 

1,104,166,667 

3 1,632,027 

184,675,207 

21,759,259 

160,000,000 

9 1,607,497 

27,000,000 

178,600,001 

350,000,000 

-6,937,500 

-1 

0 

-3 19,799,999 

0 

1 

0 

133,086,000 

-1 

-1 

102.59% 

100.00% 

100.00% 

230.86% 

100.00% 

100.00% 

100.00% 

95.08% 

100.00% 

100.00% 

- 79,984 064 101 -1 2 YO 

Balance % 

0 100.00% 

0 100.00% 

0 100.00% 

11,203,705 59.26% 

11,420,000 56.25% 

9,777,779 51.11% 

74,452,609 5 1.16% 

1 100.00% 

150,000,000 

0 

0 

100,000,000 

-416,667 

-4,166,667 

33,201,973 

79,724,793 

40,740,741 

0 

27,802,503 

0 

-50,000,001 

150,000,000 

78.10% 

100.00% 

100.00% 

6 1.54% 

100.42% 

100.38% 

48.79% 

69.85% 

34.81% 

100.00% 

76.72% 

100.00% 

138.88% 

70.00% 



Rehabilitation of 1st and 2nd Level Hospital Infrastructure 600,000,000 300,000,000 300,000,000 50.00% 

Rehabilitation o f  Bottom Road 1,790,000,000 1,000,000,000 790,000,000 55.87% 

Road Construction in Resettlement Schemes 81,550,000 20,202,083 61,347,917 24.77% 

Water Infrastructure Development 3 16,000,000 126,333,333 189,666,667 39.98% 

Water Supply to Resettlement Scheme 135,000,000 8,333,333 126,666,667 6.17% 

Head Total 9,912,990,471 7,811,568,451 2,101,422,020 78.80% 

Grand Total 2,542,495,247,699 2,249,308,838,283 293,186,409,416 88.47% 









Republic o f  Zambia 

Economic ort 2005 

Ministry o f  Finance and National Planning 





The economy continued to expand in 2005, indicative o f  the benefits o f  improved macroeconomic 
management and also the pay-off f rom a range o f  structural reforms that Government has been 
implementing in the last decade. All sectors o f  the econoniy registered growth. The tcrtially sectors, 
especially construction and commercial services, were, however, the ma in  drivers o f  growth during the 
year. Agricultural and mining output slowed on  account o f  the effects o f  the partial drought in the case o f  
agriculture, and some temporary setbacks such as f u e l  disruptions and labour disputes in the case o f  
mining. Favourable external sector conditions, especially the high metal prices, also contributed to 
positive economic performance. Metal exports rose to record highs during the year while exports o fnon-  
lmditional products also continued to perform well. 

Macroeconomic conditions were favourable and supportive o f  growth. Inflation declined to its 
lowest level in two decades, while the Kwacha appreciated quitc sharply against major currencies during 
the year o n  account o f  a strong external sector and increased foreign investor participation in domestic 
portfolio inflows. The sharp gain in the kwacha, however, raised concerns among some exporters as the 
adjustment process in the goods and inputs markets lagged, thereby, resulting in erosion o f  incomes. 

A major milestone during the year was the country's accession to the Completion Point under the 
Heavi ly Indebted Poor Countries (HIPC) Initiative. This resulted in significant cancellations o f  Zambia's 
debt by various creditors. Consequently, the debt stock fel l  to US $4.5 b i l l ion f rom US $7.1 b i l l ion at end 
2004. The reliefprovided as a result ofthe easing oft l ie debt burden helped in raising spending in  the vital 
growth and poverty reduction programmcs. Zambia is also eligible for further debt rel ief under the 
Multi lateral Debt Relief Initiative. When fully effected during the course o f  2006, the African 
Development Bank, the IMF and the World Bank are expected to cancel 100 percent o f  the debts owed to 
them. This should result in the country's debt fall ing to less than IJS $ 1  bi l l ion from US $4.5 b i l l i on  at end- 
2005. However, the continued increase in the domestic debt stock and other liabilities i s  worrisome, and 
requires major attention. 

In the social sectors, the problem o f  shortages ofessential human resources in health and education 
remained the major challenge. In health, for instance, a l l  categories o f  staff were estimated at less than SO 
percent o f  the reconmended operational capacity, with the worst hit category being that o f  nurses and 
other paramedics. 

Mov ing  forward, growth should be much stronger in 2006 to at least 6 percent. This i s  predicated 
on  a recovery in agriculture, higher inineral production and also the recent investments made across key 
sectors such as tourism and conmiercial services. However, as I have indicated in the past, this country 
requires inuch higher growth rates if substantial progress i s  to be made towards reaching the MDG target 
o f  halving 1990 poverty by 20 15. To raise and sustain high growth rates, the structural reform agenda in 
the areas o f  public expenditure management, financial and private sector development has to be 
accelerated so as create the necessary conditions to support higher economic growth rates. These reforms 
w i l l  indeed take center stage in the coming years. 

Situnibeko Musokotwant: (Dr) 

SECRETARY TO THE TREASURY 
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rowth in the global economy continued 
although at a slower rate. Output 
incrcased by 4.3 percent in 2005 

comparcd with 5.1 percent in 2004. The United 
States o f  Arrierica (USA) and China, where 
growth remained robust, led the global 
expansion. Long-run interest rates continued to 
be low around thc world, though volatile, while 
global equity markets remained res i l ient  
supported by strong corporate profits. World 
trade also expanded but at a slower rate, due to 
reduced world economic activity. Commodity 
prices continued to surge, especially for oil. 

D o  eloitrricrits in Industrial Ooiintrics 

2. Gross Domestic Product (GDP) growth i n  
industrial countries slowcd down in 200.5 to a 
projected 2.5 percent compared to 3.3 percent in 
2004. This was largely due to reduced GDP 
growth in the United States, owing to the negative 
impact o f  I-lurricanc Katrina and higher fuel 
priccs. Movements in industrial country 
currencies varied. The USA and Canadian 
dollars appreciated modestly, while the yen and 
the euro depreciated. The depreciation o f  the 
cur0 reflected increasing unfavourable short- 
term interest rate difkrentials and growing 
political uncertainties i n  Europe. The uncertainty 
was due to the rejection o f  the European Union's 
constitution in France and thc Netherlands. 

3. On the external side, the USA current 
account deficit was over 6.0 percent o f  GDP in 
2005. This was driven by higher oil prices and 
continued relatively strong doniestic demand. 
GDP growth, however, remaincd solid in the 
USA, underpinned by strong income growth. 
steady improvements i n  labour market conditions 
and a supportive financial market environment as 
well as rising house prices. 

4. In the euro area, real  GDP in 2005 was 
projected at 1.2 percent compared to 2.0 percent 
i n  2004. The slow down in growth was largely 

due to the continued weak dorncstic deniand and 
thc euro area's lack o f  domestic resiliencc to 
external shocks. Domestic demand in Spain and 
France was strong while it was weak in  Germany 
and Italy. In the case o f  Italy, this was 
compounded by ncgativc contribution from 
exports. Inflationary pressures in the euro area 
eased due to the continued weakness in domestic 
demand. Headline inflation remained above 2 
percent, reflecting the impact o f  higher oil prices. 
I-Iowever, core in f la t ion slowcd down 
significantly. On the fiscal side, the euro area 
deficit was 3.0 percent o f  GDP in 2005 with 
deficits in France, (ierinany, Greece, Italy and 
Portugal cxpccted to exceed the 3.0 pcrcent o f  
GDP limit. In contrast to the Euro area, Japan's 
economy regained momentum with GDP growth 
esttniated at 2.0 percent. 

Ut.! elapnients in Enrcrging 3larhets 
and Developitip Coontries 

5. GDP growth in Enicrging Markets and 
Developing Countries was estimated at 6.4 
percent in 2005 compared to 7.3 percent in 7004. 
This slow down reflected the impact o f  high oil 
prices and other commodity price changes as well 
as trade and country-specitic factors. Consunicr 
prices increased marginally to 5.9 percent in 2005 
from 5.8 percent in 2004, reflecting the impact o f  
oilprices. 

6. In emerging Asia, GDP growth was 
projected to average over 7.0 percent in 2005, 
driven by sustained export growth and a marked 
pick up in domestic demand. This was 
underpinned by supportive macroeconomic 
policies and financial market conditions. 
However, regional disparities increased 
markedly with growth i n  China and India 
remaining strong, at 9.0 and 7.1 percent, 
respectively. Growth in the rest o f  the region, 
however, slowed down reflecting the impact o f  
higher oil prices and problems in the information 
technology sector. 



Source: World Economic Outlook. International Monclary Fund, September 2005 
Note: Real effective cxcliange ntes are assumed 10 remain constant at thc levels prevailing during July R-Augimt 5, 2005. 

barrel was $37.76 in2004; thc assumcd price i s  $5423 in 200.5, 

*: Projections 

lSimple average o f  spot prices 0fU.K. Brent, Dtibai and West Texas Intermediate crude oil. T i le  average price ofoi l  111 US. dollars a 

2Six-month rite for the United State and Japan. Three-month rate for the ewo area 
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7. The regional current account surplus 
declined tnodcstly to 3.7 pcrcent of  GDP in 2005 
from 4.1 pcrccnt o f  GDP in  2004. Mowcvcr, thcrc 
were sharp differences across the region with 
China having a marked increase i n  the current 
account surplus o f  6.0 pcrccnt o f  GDP, reflecting 
sustaincd rapid growth in manufacturing exports 
along with a sharp slow down in import growth. 
Elsewhere, such as in South Korea and Taiwan, 
weaker current account positions were recorded 
on account o f  higher oil prices. slowcr growth in 
information tcchnology exports and exchange 
rate appreciation. 

8. GDP growth in this region was 4.8 pcrcent 
in 2005 compared to 5.4 percent in 2004. This 
outturn largely reflected a slowdown in growth i n  
Nigcria whcrc oil production neared capacity 
(see table 1.2). Growth for tlic region was 
underpinned by strong global demand, improved 
domestic macroeconomic policies, progress with 
stnictural reform3 and rcduced armed conflicts. 
The improved macrocconoinic policies also 
translated into the lowest inflation for the region 
in 30 years. Growth in oil-importing countries, 
although favourtable, slowed down as a result of 
high o i l  prices. However, some non-oil 
commodity prices such as cotton dcclincd, 
thereby negatively affecting cotton exportcrs. 

9. Oil producing countries in thc region 
continued to bcncfit from high oil prices with 
Angola, Chad and Equatorial Guinea registering 
large increases in output. For instance, Real GDP 
in Angola increased by 14.7 percent in 2005 
cornparcd to 1 1.1 perccnt in 2004. However, real 
GDP in Nigeria slowed sharply to 3.9 pcrccnt in 
2005 from 6.0 percent in 2004, explained by a 
reduction in o i l  production. 

10. Growth i n  South Africa was 4.3 percent in 
2005 compared lo  3.7 percent in 2004, supported 
by a moderate expansionary fiscal stance. 
However, inflation rose sharply to 3.9 percent 
from 1.4 percent i n  2004. 

I I. The overall index of  primary commodity 
prices increased by 29.0 pcrccnt in US dollar 
ternis during the period January to August 2005, 

driven by shatp increases in crude oil. The 
average spot price o f  cnidc oil incrcascd to US 
S54.2 per barrel from US $37.8 per barrel in 2004 
and reached a high o f  $65 per barrel during the 
course o f  the year. The increase in oil prices was 
due to stronger growth in crude oil consumption, 
shortfiills in supply by non-OPEC countries and 
expectations o f  future tightness in the market. In 
addition, crude oil prices were affected by short- 
term shocks such as Hurricane Katrina that hit the 
Gulfcoast ofthe United States. 

12. The non-energy commodity pricc index in 
2005 rose by 9.0 percent in U.S dollar terms 
coinpared to 18.5 percent in 2004, led by metal 
and food priccs. Metal prices rose by 9.0 percent, 
largely reflecting robust demand for construction 
and manufacturing products in the USA and 
China. The price o f  copper, which i s  Zambia's 
major export commodity. rosc by 20.0 pcrccnt 
and reached an all tinic high o f  $2.2 per pound. 
This increasc was as a result o f  a n  expansion in 
world deniand particularly from China. Uraiiiutn 
prices increased by 44.0 pcrccnt compared to 
60.0 percent i n  2004, duc to continued demand 
arising from constniction ofnuclear reactors. 

13. The prices of agricultural raw materials 
prices fe l l  by 1 .O percent due to supply outpacing 
global demand. Softwood prices dccliiied by 
about 14.0 percent in 2005 after increasing by 
about 15.0 percent in 2004. Increased harvests 
contributed to the reduction i n  timber prices. 'Thc 
strong weight o f  timbcr in thc indcx obscured 
growth in cotton and rubber prices. Cotton prices 
rose by 5.0 percent owing to strong Chinese 
demand. Similarly, rubber prices increased by 
33.0 percent because o f  highcr o i l  prices, which 
raised synthetic rubber priccs and temporary 
supply disruptions o f  natural rubber restricted 
substitution. 

14. Sustained p w t h  in the global economy 
continued to put upward pressure on commodity 
priccs. This dcvelopincnt impacted both 
positively and negatively 011 the Zambian 
economy in 2005. Global oil pricesresultcd into 
sharp increascs in domestic fucl prices for the 
largerpart ofthe ycar as well as import b i l l  for 

D E V E L O P M E N T S  IN 'THE GLOBAL ECL?NOMY 



Table 1.2: Selected African Countries: Real CDP, Consumer Prices and Current Account Balancc, 2003-2005 
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petroleum products. The increase in metal 
prices, particularly for copper, contributed to the 
growth in metal earnings. Similarly, the r ise in 
prices o f  agricultural raw materials impacted 
positively on Zambia's non-traditional exports, 
which are largely primary agricultural products. 
Consequently, earnings from nonmetal exports 
increasedby 17.7 percent in 2005. 

C) u t h o  k 

15. Expansion in the global economy i s  
expected to continue in 2006 and w i l l  s t i l l  be 
driven by the USA and China. In this regard. the 
demand and prices o f  raw materials arc expected 
to remain high in 2006. However, further 
increases in energy prices could slow down 
growth, particularly for oi l  importers. 



he perfoimance o f  the domestic economy 
in 2005 was favourable. Rcal GDP growth 
was 5.1 percent with an expansion in 

almost a l l  the sectors o f  the economy. The 
macroeconomic environment improved with 
inflation and interest ratcs declining. In addition, 
tlic Kwacha apprcciatcd against a l l  thc major 
currencies. 

17. The external scctor remained strong with 
both exports and aid inflows increasing. The 
value o f  exports continued i t s  upward trend 
increasing by 17.7 percent due to growth in both 
the metal and lion-metal sectors. As aresult. gross 
international reserves incrcased to 1.8 months o f  
import cover from 1.3 months o f  imports in  2004. 
However, the current account (excluding Grants) 
deficit worsened to 11.9 percent in 2005, largely 
due to the dctcrioration in the nct income and 
financial accounts HS well as sharp increase in 
imports. 

18. Budget performance was also satisfactory 
in 2005. Domestic borrowing reduced slightly to 
1.8 pcrccnt o f  GDP from 1.9 percent in 2004 
wh i le  spending on Pover ty  Reduct ion 
Prograninies (PRPs) was significantly scaled up. 

2.1 Macroeconomic Situatiofi in2005 

19. Government's macroeconomic pol icy 
objectives were: (i) attaining real GDP growth o f  
at least 6.0 percent; (ii) containing inflation to no 
morc than 15.0 percent; (iii) limiting domestic 
borrowing to 1.6 percent o f  GDP; (iv) increasing 
gross international reserves to no less than 1.3 
months o f  import cover; and (v) raising spending 
towards povcrty reducing programmes to 13.0 
percent of' GDP or 42.0 percent o f  the total 
budget. 

20. Preliminary data indicatcs that the 
economy g c w  by  5.1 pcrccnt, which was lower 
than the target of 6.0 percent and the 5.4 percent 
growth attained in 2004. The slow down in 
growth was mainly due to reduced growth in the 
major sector o f  manufacturing, agriculture and 
mining. 

7 1. The overall inacroecononiic environment 
improved in 2005, wi th inflation reducing to 15.9 
percent f rom 17.5 percent in 2004. The 
appreciation ofthe Kwacha in the third quarter o f  
the year assisted in mitigating the impact o f  the 
r ise in food and o i l  prices. which would have had 
a11 adverse effect on inflation. The Kwacha 
appreciated by 26.4 percent against the US dollar 
in 2004 compared to a dcprcciation o f  1 .G perccnt 
in 2004 and closed tlic year at K3,425.16 to a 
dollar. The decline in inflation was also assisted 
by the reduction in money supply froin 30.3 
percent in 2004 to 0.4 percent in 2005. 

22. During the review period, interest rates 
slightly declined. The commercial banks' 
weighted average lending base rate declined by 
2.2 pcrccntage points to 27.6 in Ucccnibcr 2005 
froni 29.8 percent in Decenibcr 2004. Thc 
downturn in interest rates can be annbuted to a 
reduction i n  the inflation ratc. 

23. Domestic borrowing in 2005 was 1.8 
percent ofCDP, which was 0.7 percentage points 
above the end-year target o f  1.6 percent. This 
outtuin was necessitated by the need to liquidate 
somc o f  thc domestic arrears, especially to road 
contractors. Comparatively, the lcvel o f  domestic 
borrowing as a ratio o f  GDP reduced slightly to 
1.8 pcrccnt o f  GDP compared to I .9 pcrccnt of 
GDP in 2004. 

24. Zambia's external sector position in 2005 
was generally sound. The external debt stock 
declined by 36.1 percent to US $4.5 billion in 
2005 from US $7.1 bi l l ion at end-2004. The 
reductio11 in thc debt stock was duc to asccnsion 
o f  the country to the Completion Point under the 
Hcavi ly indebted Poor Countries (HlPC) 
initiative. 

25. Total nierchandise exports grew to a record 
high o f  US $2.1 billion. However, imports also 
rose sharply rcsulting in the shrinking ofthe trade 
surplus to US $59 mil l ion froin US $82 million in 
2004. Despite the trade balance being positive, 



Real GDP 

Money Supply Growth (annual % change) 
Inflation (end period) 
Interest rates (December values) 

Source Ministry of Finaiice and National Planning 

The n e t  services and income accounts 
deteriorated, resulting in a widening o f  the 
current account deficit to 1 1.9 percent of GDP in 
2005 from 10.7percentin2004(sce table2.1). 

Domestic Output 

26. Preliininary data indicates that real GDP in 
constant 1994 prices increased by 5.1 percent to 
K3,153.5 bi l l ion from K2,999.2 billion in 2004. 
Growth WBS mainly driven by  the secondary and 
tertiary sectors (see table 2.2). 

27. Output in the agriculture, forestry and 
fisheries sector increased by  2.8 percent in real 
tenns compared to 4.3 percent in 3004. This was 
largely due to dampened production o f  food 
crops, particularly for maize, sorghum and millet 
as a result o f a  partial drought experienced in the 
200412005 agricultural season. 

28. Maize production declined by 28.6 percent 
to 886,187 Metric tonnes (Mt). Sorghum and 
millet recorded decreases in output o f  23.5 
percent and 25.6 percent, respectively, to 18,714 
Mt and 29,583 Mt. Production ofothcr food crops 
such as cassava, rice and wheat, however, 
recorded increases. Overall, the nation had a 
favourable food balance sheet posi t ion 
equivalent to 214, 413 M t  o f  maize-meal 
equivalent. 

29. Production o f  non-food crops such as 
cotton and tobacco, however, continued to 
expand in the 200412005 agricultural season. 
Cotton and Virginia tobacco production 
increased by 7.6 percent and 58.9 percent, 
respectively. to 155,213 Mt and 23,211 Mt. This 
development was largely due to the integration o f  
small-scale farmers into commercial production 

through the out-grower scheme programme and 
the continued investment into the production o f  
these crops. Overall, the agiiculture forest and 
fishing sector contributed 14.0 percent to total 
GDP in 2005. 

30. Value added in the mining and quarrying 
sub sector increased b y  2.8 percent in real terms 
compared to a growth oE 13.9 percent in 2004. 
The decline in output was due to a deceleration in 
copper production and a reduction in cobalt 
production. Copper production rose b y  9.2 
percent in 2005 to 466,799 Mt. In comparative 
terms, growth in 2005 was lower than in 2004 
when production increased by 70 .O percent. This 
slow down was primarily caused by low-grade 
o i l  recoveries at the major mining companies, 
particularly in the first half  o f  the year as well as 
faulty smelters. Cobalt production in 2005 
declined by 11.8 percent, largely due to the 
cessation o f  cobalt production at Konkola Copper 
Mine (KCM). 

31. The Other Mining and Quarrying sub- 
sector grew by 49.7 percent in 2005, mainly 
driven b y  a r ise in coal production. Coal 
production increased by 44.6 percent to 149,445 
M t  in 2005 from 106,066 Mt in 2004. The 
increase was due to continuing rehabilitation o f  
infrastructure at the mine. 

32. The performance o f  the secondary sectors 
was generally satisfactory wi th growth estimated 
at 9.9 percent in 2005 compared to 9.1 percent in 
2004. The manufacturing sector rccordcd a 3.8 
percent increase in value added to K338.0 bi l l ion 
from K325.9 billion in 2004. In terms o f  the 
specific sub-sectors i n  manufacturing, all the sub- 
sectors, except for IheTcxtilcs and leather 



Figure 2.1 Contribution to CDP bv Sector (Percent), 2005 
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products and the base metal products, recorded an 
increase in output, particularly, the food, 
beverages and tobacco sub-sector recorded an 
increase in output o f  4.8 percent in 2005 s om 5.7 
percent in 2004. The growth in the sub-sector was 
due to an increase in the production o f  grain mill 
products, the expansion o f  the opaquc beer 
industry and enhanced production o f  tobacco 
products, 

33. Growth in the Chemicals, rubber and 
plastic sub-sector increased by 5.1 percent, down 
from the 8.5 percent recorded in 2004. The Wood 
and wood products sub-sector recorded an 
increase i n  output o f  7.5 percent to K27.3 bi l l ion 
in 2005 from K25.4 bi l l ion in 2004. The 
expansion in the sub-sector i s  a consequence o f  
the growth in the construction industry, which 
utiliscs wood and woodproducts. 

34. In the energy sector, ZESCO Limited 
during the review period continued with the 
maintenance of major generation plants under the 
Power Rehabilitation Project. Duc to thcse 
works, there was an increase in gcncration by 1.3 
percent to 8,569 GWh in 2005 from 8,462 GWh 
in 2004. As for the petroleum sub-sector. the 
overall supply to the market for diesel, Jet A-1 
and LPG increased. However, thcrc was a decline 

i n  the overall supply ofpetrol and kerosene by  3.4 
percent and 29.5 percent, respectively. Domestic 
refining o f  petroleum products during the year 
was characterised by constant disruptions due to 
technical faults at INDENI o i l  refinery. This also 
led to f L d  shortages during the year which 
an'ccted several sectors ofthe economy. 

35. Perforniance o f  the tertiary sectors 
remained favourable. In particular, growth in the 
Restaurants bars, and hotels sector, the proxy for 
tourism, was particularly significant 12.1 percent 
compared to 5.0 percent in 3004. Enhanced 
marketing activities by both the Governnient and 
the private sector contributed to this growth. The 
other sectors such as Wholesale and retail trade, 
Air transport, Real estate and Communications, 
all recorded increases in output (see tables 2.2 
and2.3). 

36. The performance o f  the financial and 
baillung services sector in 2005 was largely 
favourable, as evidenced by an upward increase 
in total assets, satisfactory capital adequacy, asset 
conditions and earnings. The industry's net worth 
increased by 42.9 percent to K971.0 bi l l ion at 
end-2005 from K679.6 bi l l iot i  as at end- 2004. 



Al l  the banks were ratcd strong in tenns o f  capital 
adequacy and the asset condition o f  the sector 
was sound, Additionally, profits for the sector 
increased significantly during the review period 
to K442.8 billionfiomK198.7 billionin 2004. 

37. On tlie stock market, equity activity in 
2005 increased. Market capitalization rose by 
11 .O percent to close thc year at K8.6 billion from 

K7.8 billion in 2004. This favourable outturn was 
cxhihitecl in the higher Lusaka Stock Exchange 
(LuSE) A l l  Share Index, which increased to 
1,240.2 in 2005 from 765.8 in 2004. In line with 
this general trend. the number o f  trades increascd 
to 2,456 in 2005 from 1,993 in 2004. Thc total 
number o f  corripmulles on the stock market 
increased to 25 from 22 in 2004. 



TERTIARY SECTOR 

Taxes on Products 

TOTAL G.D.P. AT MARKET PRICES 
Soiirce ('entre1 Statisticd Office 
* Prel~niinary 
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Table 2.4: CDP bs kind of Economic Activitv a t  Currcnt  Drices (K' Billions) 

Wood and Wood Products 

Source Ccntral Statistical Officc 
* P I d l I l l l ! l d ~  

Structural Reforms 

38. Structural reforms implerncntation was Expcnditurc manageincnt, pr ivatc sector 
generally on track in 2005. The reforms investment cl imate and performance o f  
continued to be focused on improvingpublic parastatals. 
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Table 2.5: Status o f  Privatisatiun Transactions in 2005 
Company Name 1 Status 

he company has been resuscitated and reemployed most of its 

Zambia Seed Company 

ed to the Road Development 
””IIII””Î I””XIXI_.-” ------ - - - - 

Source Zambia Pi~vatrsatio~i Agency 

In this regard, in June 2005 the Public: 
Expenditure Management and Financial 
Accountability (PEMFA) reform programme 
was officially launclicd aimed at increasing 
awareness o f  var ious stakeholders o f  
Government’s efforts to improve publ ic 
expenditure management and accountability 
systems in Zambia. 

39. With regard to the Private Sector 
Development (PSD) programme most o f  the 
efforts were on, the preparation o f  the ICT bill. 
which w i l l  among other things, pave the way for 
the l ibera l i za t ion  o f  the internat ional  
telecommunications gateway; approval o f  the 
Labour and Social Security‘s Action Plan to 
reduce the costs o f  separation packages; and 
approval oft l ie Ministry ofTourism Environnicnt 
and Natural Resources‘ Action Plan to reduce 
complex licensing procedures in tourism. The 
other was the development o f  an action plan to 
r ed 11 c e a diii i n i s t r  ii t i v c barriers ; and t h e  
development o f  an action plan for the 
introduction ofmunicipal housing honds. 

40. During 2005, a total o f  thrce enterprises 
were privatised, nanicly Kafuc Textiles o f  
Zambia Limited. Monarch Zambia Limited and 

ZAMSEED. This broiiglit the total number o f  
privatised companies by  2005 to 262 out o f  the 
total working portfolio o f  284. Bids were also 
received for the sale o f  Maarnba Collicrics 
Limitcd and 49.0 pcrceiit shareholding in Zambia 
National Commercial Bank PIC (see table 2.5). 

Doinestic Debt 

41. The total domestic debt stock increased by  
18.0 percent to an estimated K6,I 89.4 billion at 
end-2005 compared to K5,246.4 as at end-2004. 
The debt stock in 2005 was 19.0 percent o f  GDP 
compared to 20.2 percent in 2004. The increase in 
the nominal stock o f  debt in 2005 was largely on 
account o f  an expansion in the stock o f  
Government securities, the Bank o f  Zambia 
kwacha bridge loan to Government and awards 
and compensations. The stock or Government 
securities increased by  28.5 percent to K3,242.9 
billion i n  2005 from K2,522.6 billion in 2004. 
Borrowing from the tinancia1 sector increased 
partly to facilitate the reduction o f  domestic 
arrears, especially i o r  road contractors. 
Consequently, the stock o f  domestic arrears 
reduced by 1 1.8 percent to K509.3 bi l l ion in 2005 
from K577.4 billion in2004 (see table 2.7). 



'Table 2.6: Domcstic debt (In K' Billions), 2003-2005 

S o w ~ e  Clirirwy of'I'innnce uid Vattonal Planning 
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3.0 Overview 

udget performance was satisfactory as 
both revenues and expenditures were 
within target. As a result, the budgct 

delicit was within projection Icvels. In addition, 
budget execution itnproved, with relcascs to 
individual l ine ministries as a percent o f  budget 
allocation being higher than in 7004. 

target o f  K5,5 11.5 billion. This favourable 
performance was largely attributed to higher 
collections in taxes on inconic and domestic 
goods and services (See table 3.1). Personal 
incoine tax rcmaincd the single largest 
contributor to total tax revcnues at 36.0 pcrccnt 
followed by import kalue added tax at 18.0 
percent (see figure 3.1). 

43. The overall f isca l  policy objectives in 2005 
were to suppott macro economic stability and an 
expansion in economic growth. In this rcgard, thc 
key fiscal targets were to contain domestic 
government borrowing to 1.6 percent o f  GDP and 
to raise spending towards growth enhancing and 
poverty reduction programmes to 13.0 percent o f  
GDP or 42.0 percent o f  the total budget. 

Revenue Performance 

44. Total revenues and grants amounted to 
K7,743.7 billion in 2005, representing 23.7 
percent o f  GDP compared to 25.2 percent in 
2004. Ilomestic revenues in 2005 accounted for 
72.9 percent o f  the total while the remainder o f  
27.1 was in fomi o f  foreign grants (scc table 3.1). 

Domest ic  l t e i  eiiiie 

45. Total domcstic rcvcnuc collections in2005 
amounted to K5,643.2 billion. This was below 
target by K79.1 billion or 1.4 percent .As a ratio o f  
GDP, domestic revenue in 2005 declined to 17.3 
percent from 18.3 percent in 2004. In terms o f  
contribution to total domestic revenues, the 
majority was from tax revenues at 97.8 percent, 
while non-tax revenues and exceptional revenues 
contributed 1.6 percent and 0.6 percent, 
respectively. 

Tax Ke\cnue 

46. Total tax revenues in 2005 amounted to 
K5,5 18.4 billion and were broadly in line with the 

47. Total Income tax collections In 2005 were 
slightly abovc target by 1.5 percent with 
collections amounted to U , 4 6  I .7 billion. This 
was on account o f  higher collection o f  arrears 
under Pay As You Eatn (PAYE) and ncw 
recruitmcnts o f  teachcrs by the Government. 
Further, the requirement o f  tax clearance 
certificates led to an increase in the number o f  
people registering for tax purposes in the 
company tax bracket. Personal income tax 
collections remained the singlc largcst 
contributor to both income taxes and total taxes. 
Collections in this tax category amounted to 
K1,96X.2 billion (scctablc3. I). 

48. Collections from Mineral Royalty stood at 
K39.2 billion, which was far above target o f  K4.1 
bi l l ion in 2005. The exceptional performance in 
royalty collections was due to the coming on 
strcani o f  big mining companies likc Konkola 
Copper Mines (KCM) in the mineral royalty 
bracket after the expiry o f  concessions that were 
awarded to thcni through the dcvclopinent 
agrccmcnts. 

49. Medical levy collections for the year under 
review were above target by 5 percent. A total o f  
K6.7 billion was collected against the target o f  
K5.9 billion. 

50. Total collections f iom taxcs on domestic 
goods and services amounted to K1,390 bi l l ion 
and were above target by 3.9 percent or K52.5 
billion. The positivc perforrnancc was due to 
higher than targeted collections in fuel levy and 



Figure 3.1: Share o f  M a j o r  'Taxes in ' M a l  Revenues in 2005 
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Domestic VAT, which was above by  92.7 percent 
and 2.3 percent, respectively. The notable 
improvement in performance on h ie l  levy 
collections was attributed to the revocation o f  the 
concessions on duty free importation by the 
mines, in par t icu lar ,  K C M .  The above 
perfomiance o f  VAT was due to lower than 
projected refunds during the year. 

Trade 'I'axes 

5 1 . A total o f  K1,666.2 b i l l ion was collected as 
trade taxes in 2005, which was below target by  
4.7 percent. The below target performance was 
attributed to l o w  collections in import and export 
tariff's. Wi th  regard to import tari f fs, th is  was due 
to the domination o f  imports by  hydrocarbon 
products. The increase in hydro carbon imports 
was attributed to the frequent disruptions o f  
supply f rom lNDENl o i l  refinery during the year. 
In addition, the strengthening o f  the Kwacha 
against major currencies also contributed to 
below target performance in import tariffs. 
Export duties were below target mainly due to the 
removal o f  export duty on timber. 

52. Non-tax revenue collections in 2005 were 
below target by 47.3 percent wi th  collection 
amounting to K88.6 bil l ion. T'hc lowcr than 
projected collections was mainly due to the non- 

revision o f the  approved fees and fines. The non 
collection o f  interest and principal repayments 
under on-lending o n  account o f  swapping o f  a 
number o f  loans under the domestic debt 
portfolio, alba contributed to under pcrfoiniance 
in non-tax collections. 

Lxcepi ioniil Kevcnuc$ 

53, Collections under exceptional revenues 
amounted to K36.3 b i l l i on  and were below the 
target o f  K74.9 b i l l ion by 5 1.6 percent. This was 
due to l o w  ferti l izer recoveries and non- 
remittance o f  Energy Regulation Board fees to 
the Treasury. 

54. Total foreign grants in 2005 amounted to 
K2,100.5 b i l l ion and were above target by 3.9 
percent. Dircct budget support amounted to 
K598.8 b i l l ion and w a s  above target by  56.7 
percent. This was on account o f  good w i l l  from 
cooperating partners, triggered by satisfactory 
macro econoniic per formance and good 
governance. 



Source: Ministry o f  Finance and National Plmning 
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55. 'Iota1 cxpenditures in 2005 amounted to 
K8,845.7 bi l l ionor27.1 pcrcentofGDPand were 
below target by 5.8 percent. Current expenditures 
accounted for 68.5 percent o f  total expenditure 
while that on capital was 31.5 percent. Total 
domestically financed expenditures amounted to 
K6,022.5 b i l l ion and were below the targct o f  
K6.568.2 b i l l ion by 8.3 percent. 

Expenditure By Kconomic C'lrrssificatioti 

Clrrrerlt Expcntllt III'L' 

56. Budgetary releases for current expenditure 
in 2005 amounted to K6,056.2 bil l ion. This was 

below target by 0.2 percent. The bulk of the 
releases were for wages and salaries, and 
recurrent departmental charges ( RDCs), which 
stood at 40.5 percent and 23.9 percent, 
respectively. Other major  components o f  
expenditure were transfers and pensions, and 
domestic interest, which accounted for 13.1 
pcrccnt and 12.1 percent, respectively (see table 
3.2). 

57. Total releases for wages and salaries 
amounted to K2,455.0 b i l l ion against a projected 
figure o f  K2,513.2 bil l ion. Releases for other 
emoluments such as leave travel bcneiits were 
under funded o n  account o f  over funding on  
other budgetary lines such as RDCs. This was 
largely attributed to higher releases towards 
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arrears to suppliers o f  goods and services, 
especially to road contractors, which had been 
outstanding for a long time. 

58. Budgetary releases towards transfers and 
pensions amounted to K794.0 bi l l ion which was 
lower than the budget allocation o f  1207.0 bi l l ion 
b y  34.2 percent. A total o f  K158.7 bi l l ion under 
this category went towards the Public Service 
Pensions Fund as planned at the start ofthe year. 

59. Total domestic interest payments in 2005 
amounted to K731.5 billion. This outturn was 
lower than the projected amount o f  K850.0 
bi l l ion by 13.9 percent due to the relatively lower 
than projected interest rates during thc year. 
External debt interest service payments 
amounted to K130.0 billion, and was below 
projection by  32.5 percent. This out turn was as a 
result o f  lower interest payments attributed to 
debt re l i e f  attained under the HIPC Completion 
Point. Payments towards amortisation during 
2005 amounted to 438.9 bi l l ion 

60. Releases for other current expenditures, 
which included financial restructuring, the 
Zambia Revenue Authority (ZRA), strategic food 
reserves, fertilizer support programme and 
constitutional posts, amounted to K442.2 billion, 
as against the budget allocation ofK459.1 billion. 
This outturn was mainly attributed to lower 
releases toward financial restructuring o f  
parastatals, which fe l l  below target by 23.2 
percent. Total releases for the strategic food 
reserve, fertilizer support and input pack 
programmes were as planned for the year. 
However, releases for constitutional posts were 
above thc projected levels on  account o f  increases 
in remuneration effected during the year (see 
table 3.2). 

Capital Expenditures 

61. Total capital expenditures in 2005 were 
estimated at K2,789.6 bi l l ion or 8.5 percent o f  
GDP. Domestically financed capital expenditures 
amounted to K565.1 bi l l ion against a budget 
allocation o f  K488.5 billion. This was above 
allocation by 15.7 percent. Out o f  the total o f  
K565.1 billion released for capital expenditures, 
42.4 percent went towards poverty reduction 
programmes and 28.9 percent to the Road Fund. 
In particular, releases toward the Road Fund were 

above target by 82.0 percent due to higher than 
targetcd collections on fuel levy (see table 3.2). 

Poverty Reduction Prograinnies 

62. Total PRP allocations in 2005 were 
K4,208.4 billion, representing 44.8 percent o f  the 
total budget. O f  this amount, KlJ49.1 bi l l ion 
was to be domestically financed. As at end-2005, 
domestical ly f inanced PRP expenditures 
amounted to K2,062.4 billion, which was 12 
percent higher than programmed. 

Expenditure By Function Of Goveriiinent 

63. During 2005, budgetary releases to public 
administration and order and safety, accounted 
for 53.7 percent o f  the total domestic budget. 
Releases to the social sectors and economic 
sectors accounted for 29.3 percent and 17.0 
percent o f  the total domestic budget, respectively 
(see table 3.3). 

Social Sector Expenditures 

64. A total o f  K1,763 bi l l ion was disbursed 
towards social sectors in 2005. This represented 
29.3 percent ofthe total domestic budget and 37.5 
percent o f  the discretionary budget. In 
comparison to the 2004 levels, this reflected an 
iinprovement in terms o f  percentage o f  
discretionary budget by 0.8 percentage points. 
However, there was a slight decline o f  0.5 
percentage points in terms o f  share o f  total 
domestic budget (see table 3.3). 

65. Releases to the education sector amounted to 
K1,062.6 billion and was above budget allocation 
by  16.3 percent. As a percent o f  the domestic and 
discretionary budgets, releases to the education 
sector were 17.6 percent and 22.6 percent, 
respectively. The discretionary share in 2005 was 
only slightly lower than the 22.7 percent in 2004. 
The main focus in 2005 was on increasing the 
number o f  medical personnel as wel l  as 
instituting retention schemes as a way o f  
retainingfi-ontlinepersonnel. A t o t a 1 o f 
K1,449.7 billion was released for RDC’s, and was 
above target byK76.9 bi l l ion or 5.6percent 

B U D G E T  P E R F O R M A N C E  
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TOTAL EXPENDITURES 

Table 3.2: Central Government Expenditures, 2005 
2005 Variance of % Variance of I Releases 1 ReleaseVs I Total Budget 

9,395.2 I 8,845.8 1 (549.4) I (5.8) 
CURRENT EXPENDITURES __ __ - - - ._ 

__ Wagesand &larks_ _ _ _  _ _  -. .- -. 

_ Olw-Houslng allowance . _ _ _  . ___. . 
Public service retrenchment 
Recurrent departmental charges (RDCs) 

__ Arrears clearance 
____ 2002 housingallowance 

2003 hous!ng allowance .. 

Suppliers of Goods and Services 
__Elections & Constitutiona_l Leview- __ _ _  __ 
- By_e-Elec!on_s_ _ .. _ _ _ _  ___ .___ _ .- .- . . 

Award and Comp~,?satlons_CCourtde~~!o~~-__. _. -. - __ 
Other RDCsi?- 

Pension Fund and Settlement of Statutory Arrears 

I)Omestic!!%s_tt_ - ___ - - _ .__ - - ___. .. . - - . 

. 

_ - - . . ._ 

Slate FunctionsjPublic Affairs-ZdSummits _ _ _  

olw PRPRDCs 
______ Transfers and Pensions 

~~ Other Transfers 8 Pensionsl2 
olw PRP Grants- 

- - __ - - - - - External Debt Interest Paid 
-Other cur(enexpe$i&res- - . _ _ _ _  - 

Financial restructuring 

_ _  - 
_ _  

- ZRA - -  __ - - - __ _ _  __ - _ - ._. 
Strategic Food Reserves(FRt\)_ __  
Fertil~ze~ _piicesueport_c ~~put pack_(~-ipC:~Rp~ 
Constitutional posts 
Contingency 

CAPITAL EXPENDITURES 
-___ Domestically financed 
- of which: 

PRP - 
Stadiums 

Counterpart (Non - PRP) 
Ordinary Capital 

__  GRZlRoad Infrastructure Projects 

- Fue!!e_vylRoad Fund) . - .___ __- ___ _.____ _ 
Ruraj_Ele_ctrifica@on Fund- - .. . - 

_ .--. Land Development Fund _ _  __ __ . - -.- -__ - __ __ - __ - 
Foreign Financed 

Source Ministry o f  Finance and National Planning 

6,670.2 6,O 5 6.2 (614.0) (9.2) 

._ . 86.4 .. - .- 86.4 __ - __ _ _  
_. - -  . -  

. .. 2,513.2.. _- 2355.0. _ (38.2)- ___ i2.3) 

65.7 43.9 (21.8) (33.2) 
1,372.8 1,449.7 76.9 5.6 

80.5 _ _ ~  140.9 254.3 113.4 
26.7 26.7 

- . 38.2 0.0 __ - 0.0 
- 76.0 __ . 189.4 - . 11 3.4 149.2 

. .. 742.0.- .___ 1 4 , 5  . _ _  _ _ _  2.5- . -_ . . 1.8 
_ _ _  4!_. _ _ _  4.0 - - - _(P_.O) .- . . - ..(O.O) 

. 25.0 .. ._- 39.6 . 14.6 _ _ _  58.4 
- __ - . - __ _ - 54.0- ~ - - - w-. - ___ . - _- __. 

1,007.0 953.3 (53.6) (5.3)- 
345.1 84.7 - (260.4) .____ (75.5) 

159.0 158.7 (0.3) (0.2) 
1,048.0 635.3 (412.7) (39.4) 

- 

1,207.0 794.0 (413.0) (34.2) 

__ 

337.1 247.9 (89.1) (26.4) 

(32.5) 192.7 130.0 .. - (62.7) 
_ _  459.111 - -: 442.2.- - . . (16.9) .__ ___ (3.7) 

100.0 76.8 (23.2) (23.2) 

. .-. .__ 850.0 ___ - . __. - 73'5- ____ - - (1184- . - . __ (13.9) - 
, -  _ _ -  - . .  

. - 127.0. - . 127.0.-_ . P!l-. _ _  (0.0) 

___ 160.0 - _. ..- 158.5 .. - (3.5) _ _ _  _ _  J 2 )  
- .  59.1 59.1 1 - . _ -  _ _  

13.0 22.8 9.8 75.5 
2.8 

2,725.0 2,789.6 64.6 2.4 
9.9 ___ 0.3 - -- 9.6 ___ 

488.5 565.1 76.6 15.7 

109.0 239.5 130.6 119.8 
5.0 3.5 (1 3) (30.9) 

100.0 60.5 (39.5) (39.5) 
6.0 4.2 (1.8) (29.5) 

161.1 88.9 (72.2) (44.8) 
. 9!,q , - ____.. 163.4 - 73.4- - - - - - 8?.6 

________ 

11.3 - 5.1 - (6.2) . - f55.1)- 
. . -  6.1 - _- - .. . - (6.1) __ - - .IY!,OI. 

2,236.5 2,224.5 (12.0) (0.5) 

B U D G E T  P E R F O R M A N C E  
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Sector 

66. Total releases to the health sector 
amounted to K480.0 billion. This was above the 
budget allocation by 1 1.1 percent. The budgetary 
releases to the health sector in 2005 accounted for 
10.2 percent o f  the discretionary budget and 8.0 
percent o f  the total domestic budget. In 2004 
releases to the health sector had accounted for 
11 .S percent o f  the discretionary budget, which 
was higher than the 2005 figure by 1.3 percentage 
points 

2005 Total 2005 Total Releases as Releases as % Releases % of 
Domestic Releases % of Budget of Total Total 
Budget Allocation Domestic Discretionary 
Allocation Budget Budget 

67. Generally in 2005, all social sectors, with 
the exception o f  water and sanitation and social 
safety net, were funded above 100 percent o f  their 
budget allocations. Releases towards disaster 
re l ie f  were, however, much higher at K52.3 
bi l l ion against the allocation o f  K6.7 billion. This 
was on account o f  the increased magnitude o f  
re l ie f  required following the partial drought 
experienced during the previous agricultural 
season. 

~- 
Mining 

Econoniic Sector Expenditures 

12.8 i 16.4 128.1 0.3 0.3 

68. Releases towards the economic sectors in 
2005 amounted to K1,023.6 billion, which was 
17.0percent ofthe total domestic budget and21.8 

Total Discretionary Budget 

percent o f  the discretionary budget. The transport 
and communication sector, received the largest 
share amounting to K478.0 billion or 43.4 percent 
o f  the total releases to the economic sectors and 
7.3 percent o f  the total domestic budget. Most o f  
the releases under transport and communication 
were ear marked for road works. The agricultural 
sector rcccived K352.3 bi l l ion or 5.8 percent o f  
the total domestic budget (see tablc 3.3). 

4,567.50 4,697.7 

Budget Deficit 

69. The overall budget deficit in 2005 stood at 
K1,102.1 bi l l ion or 3.4 percent o f  GDP and was 
below the projected deficit o f  K1,1652.1 bi l l ion 
by  33.4 percent. The deficit was financed through 
borrowing from both domestic and external 
sources. External financing was primari ly 
through project loans. 

70. Notwithstanding the positive outtum on 
the overall budget deficit, domestic govcmment 
borrowing at K596.3 billion or 1.8 percent o f  
GDP was above the year target o f  1.6 percent o f  
GDP. I t  was however, slightly lower than the 1.9 
percent achieved in 2004. 

Others*. - . - -_ - - L _  - -. . . .._. ... .- - -.-_I _ _  _ _ _  
Total Domestic Budget 6,568.2 I - 6,022.5- * - 91.7 -- - 100.0 

3,899.7 3,235.1 83.0 53.7 6i.S 

BUDGET P E R F O R M A N C E  



Overview Broad Money 

I 2003 I 

one tary  and  f i n a n c i a l  sec tor  
developments were favourable in M 2005. This was reflected in the decline 

in inflation and commercial banks lending rates. 
In addition, the overall financial condition and 
perfomiance o f  the banking sector during the year 
was sound, with adequate capital as well  as 
satisfactory asset quality, earnings performance 
and liquidity ratios. In the non-bank financial 
sector, the overall financial condition and 
performance o f  the leasing sector was fair while 
the financial condition and performance ofmicro 
finance institutions was satisfactory. Similarly, 
the building societies sector continued to register 
positive performance. 

2004 2005' % Change 

72. Preliminary data indicate that annual broad 
money growth in 2005 was 0.4 percent compared 
to 30.3 percent in 2004 (see table 4.1). The 
growth in 2005 was far below the annual target o f  
14.8 percent. The deceleration in broad money 
growth was explained by the reduction in net 
domestic assets. This was due to the revaluation 
effects o f  foreign currency deposit liabilities held 
by commercial banks with the public as a result o f  
the strengthening o f  the Kwacha. The reduction 
in the Government's obl igations to  the 
International Monetary Fund (IMF) also 
contributed to the deceleration in money supply 
growth. 

. . .___ - - __ - - - - __ ____ __ __ - - - - _ ._ -. - ... - _ 
_ NET FOREIGN ASSETS 

- - . . .. . _ _  -. - - . . . . - .-C ._ (ZL4Y!7L. 
Foreign Assets 5,728.0 
Foreign Liabilities -L- (8,162.7) 

. .- __ -. _ __ ... - - . - - . . . _ _  _.. . . _. 

P W _  __ -185.7) _ _  (lIS69.4l 
6,445.9 5,956.6 (7.6) 

(8,415.3) (6,238.2) (25.9) 

DOMESTIC ASSETS 
DOMESTIC CREDIT 4,215.1 

2,708.8 Net Claims On General Government 

7,789.3 6,122.7 (21.4) 
4,766.4 5,054.4 6.0 
2,512.7 2,386.9 (5.0) 

M O N E T A R Y  A N D  F I N A N C I A L  S E C T O R S  D E V E L O P M E N T  

OTHER ITEMS NET j 2,687.5 

BROAD MONEY 4,467.9 
________- , 

3,022.9 1,068.4 (64.7) 

5,819.9 5,841.1 0.4 
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Domestic Credit In t la tion Developments 

73. Domestic credit in 2005 increased by 6.0 
percent, to K5,054.4 bi l l ion from K4,766.4 
billion in 2004. Net  private sector credit grew by  
7.6 percent in the year through end-December 
2005 against the target o f  22.3 percent, largely on 
account o f  tight monetary policy. 

74. On a sectoral basis, commercial banks’ 
domestic credit to the real estate and construction 
sectors increased by 82.1 percent and 56.3 
percent, respectively, while credit to the 
wholesale and retail trade sector increased by 
41.1 percent. Domestic credit rose by 32.8 
percent in the agriculture, forestry, and hunting 
sector. Other sectors, where remarkable increases 
were recorded included the transport, storage and 
communication at 26.2 percent, manufacturing at 
26.1 percent and personal loans at 13.9 percent. 
However, credit to the mining and quarrying 
sector decreased by 6.6 percent. 

75. The annual overall inflation rate fell to 15.9 
percent in December 2005 from 17.5 percent at 
end-2004. This movement in the annual overall 
inflation rate was attributed to the drop in annual 
non-food inflation to 14.0 percent in 2005 from 
18.9 percent in 2004. The outcome was mainly 
due to the strengthcning o f  the Kwacha against 
major currencies, as well as tight monetary policy. 
This decline, however, was achieved against a 
background o f  high o i l  prices on the international 
market for most o f  2005, disruptions o f  he1  
supply from the INDENI o i l  refinery and 
increased domestic food prices arising from a 
shortfall in maize production in 20041 2005 
agricultural season. Aniiual food inflation rose to 
17.5 percent in December 2005 from 16.3 percent 
in December 2004 (see figure 4.1). 

Figure 4.1: Developments in Annual Inflation, December 2003 to December 2005 

10.0 4 

1 -  Actual Annual Food Inflation -Actual Annual Overall Inflation. - - - Actual Annual Non-Food Inflation 1 
Source: Central Statistical Office and Bank o f  Zambia 

Interest Rates Developments 

76. During 2005, yield rates on Government 
securit ies generally declined. The 9 1 -day 
Treasury bi l l  y ie ld rate declined by 1.2 
percentage points to 15.1 percent in 2005 while 
the yield rate on the 182-day Treasury bill 
portfolio declined by 2.0 percentage points to 
16.3 percent in December 2005. Similarly, the 
yield rate on the 273-day portfolio was 2.4 

percentage points lower in 2005 at 17.0 percent 
was 2.4 percentage points lower compared to 
2004. However, the yield rate on the newly 
introduced 364-day portfolio declined by 0.2 
percentage points from the rate recorded on its 
debut in August 2005 to 17.0 percent in 
December 2005. As regards Government bonds, 
the 2-year bond yield rate lost 3.0 percentage 
points in 2005 to end the year at 19.0 percent (see 
table4.2). 

a M O N E T A R Y  A N D  F I N A N C I A L  S E C T O R  D E V E L O P M E N T S  
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Table 4.2: Interest Rates Developments 

WATBR 

Source Bank of Zambia 
Key WATBR = Weighted average Treasury bill rate, 
ALR = Commercial banks' ~eighted average lending rate 
ASK = Commercial banks' weighted average rate for 
mings above K100,OOO. 
WALBR = Commercidl banks' weighted a%erage lending base rate 

77. Similarly, commercial banks nominal 
interest rates generally declined. The weighted 
average lending base rate (WALBR) and the 
average lending rate (ALR) declined to 27.6 
percent and 33.9 percent in December 2005 from 
29.8 percent and 37.1 percent in December 2004, 
respectively. This movement partly reflected the 
drop in annual inflation during the year. 
However, the average savings rate (ASR) for 
amounts above K100,OOO and the 30-day deposit 
rate for amounts above K20 mil l ion increased to 
6.1 percent and 8.4 percent compared to 5.6 
percent and 8.2 percent in 2004, respectively. 
Nonetheless, the spread between the lending and 
deposit rates remained high, reflecting among 
others, structural rigidities in the banking system. 

Developments in the Foreign Exchange 
M a r k e t  

78. The foreign exchange market in 2005 was 
characterised by increased supply o f  foreign 
exchange. The volumes o f  foreign exchange 
traded in the inter-bank market increased by 17.4 
percent to US $521.9 mil l ion from US $444.7 
mil l ion in 2004. Similarly, commercial banks 
purchases o f  foreign exchange from the non-bank 
public increased by 1.6 percent to U S  $2,372.2 
mil l ion in 2005 from US $2,334.0 mil l ion 
recorded in 2004. In addition, Bank o f  Zambia 
purchases o f  foreign exchange from the market 
amounted to US $123.6 mil l ion in 2005 from US 
$103.1 mil l ion in 2004, representing an increase 
o f  19.9percent. 

79. The major sources o f  foreign exchange 
were traditional and non-traditional exports as 
wel l  as foreign portfolio inflows in Government 
securities and domestic corporate stocks. In this 
regard, non-residents holdings o f  Government 
securities stood at K 3  15.2 bi l l ion as at the end o f  
December 2005. In addition, the net inf low o f  
foreign portfol io investments in domestic 
equities amounted to US $9.5 mi l l ion as at 
November 2005 from net outflows o f  almost U S  
$0.1 mi l l ion in 2004. The increase in net inflows 
o f  foreign portfolio investments was underpinned 
by heightened confidence in the Zambian 
economy by foreign investors. 

80. Consequently, the Kwacha appreciated 
sharply against major currencies. I t  appreciated 
by  26.4 percent and 32.5 percent against the 
United States dollar and British Pound Sterling, 
respectively. Similarly, the Kwacha strengthened 
by 32.7 percent and 33.0 percent against the Euro 
and South African Rand, respectively (see figure 
4.2). 

8 1. The average real effective exchange rate 
(REER) index in2005 declined to 50.6 from 96.6 
in 2004. This reflected a 47.6 percent erosion o f  
Zambia's international competitiveness. The 
decrease in the REER index was both on account 
o f  5 1.7 percent decrease in the nominal effective 
exchange rate (NEER) and 15.9 percent increase 
in average domestic inflation. This was in spite o f  
25.7 percent rise in the following consumer price 
index. The average NEER index decreased to 
294.2 in 2005 from 609.5 in 2004 (see figure 4.2). 

Financial Sector developmcnts 

Banking Sector Performance 

82. The overall financial condition and 
performance ofthe banking sector during the year 
under review was satisfactory. This was 
evidenced by growth in total assets, satisfactory 
capital adequacy, asset quality earnings and 
liquidity conditions. 

M O N E T A R Y  A N D  F I N A N C I A L  S E C T O R  D E V E L O P M E N T S  
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Figure 4.2: Exchange Rates Developments, December 2003 to December 2005 
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Source: Bank o f  Zanibia 
Key:BoZ mid-rate = Bank o f  Zambia mid exchange rate 
REERI = Rcal Effcctivc Exchange Rate Indcx 

83. The banking sector continued to be 
adequately capitalised and all banks met their 
minimum regulatory capital requirements during 
the year. The industry's net worth improved by 
42.9 percent to K97 1 .O bil l ion as at 3 1 st 
December 2005, compared to K679.6 bi l l ion as 
at 3 1st December 2004. All the banks were rated 
strong in capital adequacy. The primary (core) 
capital for the industry increased by 48.0 percent 
to K895.3 bi l l ion as at 3 1st December 2005 from 
K605.1 billion as at 31st December 2004. 
Regulatory capital also increased by 4 1.7 percent 
to K972.1 billion as at 3 1 st  December 2005 from 
K686. I billion in the preceding year. 

84. The primary and regulatory capital to risk 
weighted assets ratios improved to 26.0 percent 
and 28.0 percent at end-December 2005 
compared to 20 percent and 22 percent at end 
December 2004, respectively. The ratios 
remained above the prudential benchmarks o f  5.0 
percent and 10.0 percent for primary and 
regulatory capital, respectively. The increase in 
capital adequacy ratios was mainly due to net 
profit after tax o f  K344.3 billion recorded during 
the year compared to K149.1 bi l l ion in 2004. 
Total liabilities increased by 7.8 percent to close 
the year at K6J13.7 billion but remained 
relatively the same as a percentage o f  liabilities 

and shareholders' funds at 88.0 percent compared 
to 90.0 percent in 2004. 

85. Deposits in commercial banks increased 
by  less than 1.0 percent to K5,499.8 bi l l ion from 
K5,497.8 bi l l ion at end-December 2004 and 
accounted for 71 .O percent o f  total liabilities and 
shareholder's fiinds. Demand deposits were the 
largest component o f  total deposits and 
accounted for 66.0 percent at end-December 
2005 compared to 70.0 percent as at end- 
December 2004. The pre-dominance o f  short- 
term deposits was largely reflected in the short- 
term nature o f  the investment profile on the asset 
side ofthe balance sheet. 

MONETARY AND F INANCIAL  SECTOR D E V E L O P M E N T S  
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Particulars 

interest Income _ _  _ _ _  _ _  - 
Interest Expenses 

-Nei Interes<lncome . _  - 

- Net Operating Income 

-Gross Profit- 
Loan Loss Provisions 
Profit Before Taxation 

- Non-interest . . _  Income 

Non-Interest Expenses . 

86. The asset quality o f  the banking sector in 
2005 was satisfactory. Interest earning assets 
represented 76.2 percent o f  total assets at end- 
December 2005 compared to 79.0 percent at end- 
December 2004. Gross non-performing loans 
increased by 39.9 percent to K217.9 bi l l ion from 
K155.8 bi l l ion in 2004 and accounted for 8.9 
percent o f  total loans compared to 7.6 percent in 
the preceding year. The allowance for losscs to 
non-performing loans was at 60.9 percent o f  the 
gross non-performing loans at end-December 
2005 compared to 102.8 percent recorded at end- 
December 2004. 

2004 2005 %change 
200412005 

- 676.5 -. 886.6 31 .I.. 
.- 104.7 135.3 29.2 

400.3 1 _ _  480.3 ' 

665.4 - ._ 746.8 - 12.2 

571.7 . 751.3 31.4 
20.0 

972 1,231 @ 26.7 

306.6 484.8 58.1 
42 (61.1) 107.9 

198.7 442.8 122.8 

87. Total assets for the banking sector 
registered a growth o f  11.2 percent to K7,784.8 
bi l l ion at end-December 2005 from K7,002.6 
billion as at end-December 2004. This was 
largely due to an increase in open market 
operations and collateral deposits, which grew by 
162.0 percent, and net loans and leases, which 
grew by 22.0 percent or K422.9 billion. N e t  loans 
and leases, Government securities and balances 
with financial institutions abroad together 
accounted for 66 percent o f  total assets compared 
to 70 percent in2004. 

149.1 1 344.3 Net Profit 

88. T h e  b a n k i n g  s e c t o r ' s  e a r n i n g s  
performance for the year under review was 
impressive. Profit before tax increased by 122.8 
percent to K442.8 bi l l ion compared to K198.7 
bi l l ion in 2004. The increase in the profit before 
tax for the year was largely on account o f  interest 
income, which increased by K 2  10.1 bi l l ion or 
3 1.1 percent (see table 4.3). The major sources o f  
income were loans and leases, which accounted 
for 3 1 .O percent followed by Government 
securities at 27.0percent. 

130.9 

89. Overall, the banking sector registered 
satisfactory return on assets (ROA) o f  6.0 percent 
and return on equity (ROE) o f  52.8 percent 
compared to 3.1 percent and 29.8 percent, 
respectively, for 2004. The banking sector's 
liquidity position was satisfactory, wi th a ratio o f  
liquid assets to total deposits and short-term 
liabilities declining slightly to 71 .O percent from 
74.0 percent in the preceding year. The high 
liquidity ratio reflects the predominance o f  liquid 
assets in the structure ofthe total industry's assets. 
All banks recorded liquidity ratios in excess o f  
the prudential minimum o f  50 percent. 
Performance ofNon-Bank Financial Institutions 

Source: Bank o f  Zambia 

90. There were a total of48 nonbank financial 
institutions compared to 46 in 2004 under the 

supervisory ambit o f  the Bank o f  Zambia. These 
included leasing companies, building societies, 
micro finance institutions and bureaux de change 
(see table 4.4). 

Leasing Sub-Sector 

91. The overall financial condition and 
performance o f  the leasing sector in 2005 
remained satisfactory. On average, leasing 
companies maintained adequate capital and 
reserves relative to their risk profiles. As at 3 1st 
December 2005, the sector's regulatory capital 
was K34.5 bi l l ion compared to K35.9 bi l l ion the 
previous year. The noted decline in capital 
resources was on  account o f  the merger o f  
Stanbic Financial Services Limited with its 
parent bank Stanbic Bank Zambia Limited in 
June 2005. 

Table 4.4: Structure o f  the Kon-Bank Financial  
Institutions, 2003-2005 

NAME 2003 I 2004 I 2 0 0 5  

- -I-- 
Building Societies - . - - _ _  - 

Total 
Source Brink o f  Zainbid 
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92. The sector's asset quality for the period 
under review was satisfactory. As at end-2005, 
the leasing sector's total assets amounted to 
K2 11.5 bi l l ion compared to K252.5 bi l l ion as at 
end-2004. This decrease was largely due to thc 
repayment o f  borrowed funds, which declined to 
K5.7 billion as at end-2005 from K61.5 billion at 
the close o f  2004. Out o f  the total assets in 2005, 
earning assets amounted to K176.2 bi l l ion or 83 
percent o f  the aggregate assets. Despite the 
reduction in total assets, the sector's income 
performance dur ing  the year improved 
significantly. Dur ing  the year ended 31 
December 2005, the sector recordcd a profit 
before tax o f  K12.6 bi l l ion compared to K4.0 
bi l l ion in the same period in 2004. 

Building Societies 

93. The b u i l d i n g  societies sub-sector 
continued to register positive performance in 
2005. The sub-sector recorded a profit before tax 
o f  K4.4 billion during the year 2005 compared to t  
K234 mil l ion recorded in the previous year. The 
significant increase in the sector's earnings was 
attributed to the rapid expansion in the mortgage 
portfolio. The aggregate mortgages increased by 
102 percent to K26.1 bi l l ion as at end-2005 from 
K13.0 bi l l ion as at end-2004. The increase in 
mortgages was largely financed through deposits 
mobilized from members o f  the building 
societies amounting to K9.3 million. 

Micro  Finance Institiitioiis 

94. The overall financial condition and 
perfonnance o f  the micro finance sub-sector was 
satisfactory. The sub-sector was adequately 
capitalised and had satisfactory asset quality and 
earnings performance. As at 3 1  December 2005, 
the total assets ofthe microfinance sector stood at 
K8 1.2 billion, representing an increase o f  42.2 
percent over the 3 1 December 2004 position o f  
K57.1 billion. The growth in assets was 
attributed to an increase in capital and reserves to 
K32.3 bi l l ion in 2005 from K10.2 bi l l ion in 2004. 
This was largely due to the entry o f  two new 
Micro Finance Institutions. 

Bureaux de Change 

95. The total assets o f  the bureaux de change 
sub-sector as at end-2005 stood at K12.6 billion, 

an increase o f  40 percent from the end-2004 
figure o f  K9.0 billion. The increase in total assets 
was mainly reflected by a r ise in aggregate capital 
and reserves. As at 31 December 2005, the 
sector's rcgulatory capital stood at K10.0 billion, 
representing an increase o f  K3.6 bi l l ion over the 
3 1 December 2004 figure ofK6.4 billion. As at 3 1 
December 2005, al l  the bureaux de change met 
the prescribed minimum capital requirement o f  
K40  million. 

Financial Sector Development Plan 

96. In 2005, the Bank o f  Zambia continued 
with the initial implementation o f  the priority 
recommendations o f  the Financial Sector 
Development Plan (FSDP). Progress in the 
implementation ofthe FSDP in 2005 included the 
following: 

The review and harmonisation o f  financial 
sector legislation in October, which 
involved the amendment o f  the Building 
Societies Act, the National Savings and 
Credit Act, the Development Bank o f  
Zambia Act and the Banking and Financial 
Services Act. The amendments enhanced 
the BoZ's supervisory responsibility over 
the state-owned financial institutions; 

Development o f  guidelines fo r  the 
operation o f  credit reference bureaux 
(CRBs) consistent wi th Section 130 o f  the 
BFSA: 

The finalisation o f  the regulatory and 
supervisory framework for Micro Finance 
Institutions, development o f  an appropriate 
r e g u l a t o r y  f r a m e w o r k  f o r  the 
establishment o f  a credit reference bureau, 
and resolution o f  the financial difficulties 
ofsome state-ownedNBFIs; and 

The development and implementation o f  
strategic turnaround plans by the 
d i s t r e s s e d  s ta te -owned  f i n a n c i a l  
i n s t i t u t i o n s  and  r o a d  m a p s  f o r  
incorporating these institutions under the 
Companies Act in 2006. 

M O N E T A R Y  A N D  F I N A N C I A L  S E C T O R  D E V E L O P M E N T S  
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Outlook for 2006 

97. In 2006, inf lat ion is expected to  decline 
further on account o f  the expected stability in the 
exchange rate ofthe Kwacha against major traded 
currencies and improvements in food production 
fol lowing favourable rainfall in the 20051 2006 
agricultural season. In addition, continued fiscal 
prudence and implementation o f  appropriate 
tight monetary policy, are expected to  contribute 
to  the reduction in inflationary pressures. 

111 0 N E  TA R Y  A N D  F IN  A N  C I A L S E C T  0 R S D E  V E L 0 P M E N T 



Ovcrview 

ambia's external sector position in 2005 
was generally satisfactory. The overall z debt stock position o f  the country 

signif icantly declined while aid in f lows 
increascd substantially. In addition, total 
merchandize exports grew to record highs. 
However, the sharp rise in impoits resulted in the 
shrinking o f  the trade surplus. Despite the trade 
balance being positive, the net seivices and 
income accounts deteriorated resulting in a 
widening o f  the current account deficit. Multilateral 

World Bank 
IMF 
Others 
Bilateral 
Paris Club 

ADBIADF -_ - 

-. . . . . . __ __ 

External  D e b t  

2003 2004 2005 %change 
2005/2004 

3,703.0 3,872.0 3,715.7 (4.0)- 
217.2 311.0 '. 377.5 ---- 21.4 

2,294.4 2,359.0 2,436.4 3.3 
1,065.1 890.0 591.1 (33.6) 

126.3 312.0 310.7 (0.4) 
2,245.4 2,748.0 408.1 (85.1) 
2,000.0 2,483.0 117.5 195.3) 

- - ___ - - 

. - . - .. - . - - . - 

99. The overall external debt stock reduced by 
36.1 percent to US $4.5 bi l l ion in 2005 from US 
$7.1 bi l l ion in 2004. This reduction was largely 
due to the cancellation o f  debt by most members 
o f  the Paris Club following Zambia's ascension to 
the Completion Point o f  the HIPC initiative and 
significant repayments to the IMF. 

100. The stock o f  bilateral debt in 2005 declined 
by 85.1 percent to US $408.0 mil l ion from US 
$2,748.0 mil l ion in 2004, largely due to the US 
$1.8 bi l l ion write-off provided by the Paris Club. 
Similarly, multilateral debt declined by 4.0 
percent to U S  $3.7 bi l l ion in 2005. Despite the 
general downturn in the debt levels, there was an 
increase in debt owed to the World Bank, African 
Development Bank and Non- Paris Club 
members due to contraction o f  new debt (see 
table5.1). 

External  D e b t  Service 

101. Debt service payments i n c l u d i n g  
amortization in 2005 increased by 2.9 percent to 
US $384.1 mil l ion from US $373.2 mil l ion in 
2004. Out o f  the total amount paid, U S  $350.6 
mil l ion or 91 .O percent was for amortization and 
the remainder was for interest payments. In terms 
o f  categories, the bulk o f  the payments were to 
multilateral institutions accounting for 80.6 
percent o f  the to ta l  payments  made. 

1.. 

_,_ _. -,-2O.O 4,123.8 (37.7) 
Private gparastatal 546.6 460.0 '- 404.2 (12.i) 
Total External Debt 6,495.0 7,080.0 4,5280--- (361) 

-. . - - __ - - - - -  

.. - - .. - ._ __ - . - - - - - .- . - -' .. 

Source Ministry o f  Finance and National Pldnnlng 

102. In terms of the debt service to export ratio, 
preliminary estimates indicate that there was a 
reduction to 6.8 percent in 2005 from 18.2 
percent in 2004, reflecting a rapid increase in 
exports in 2005. 

External Aid 

103. Preliminary data indicates that external aid 
inflows in 2005 amounted to U S  $653.2 million, 
which was 25.7 percent higher than the U S  
$519.8 mil l ion received in 2004. The increase in 
i n f l o w s  was la rge ly  t r i gge red  b y  the 
improvements in macroeconomic management, 
including the accession to the HIPC Completion 
Point, which were the major prerequisites for 
donors disbursing aid. 
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_ _  -~ China 
Others 

Total BiiateraiFinancing 

World Bank 
IMF 
EU 
ADB 
Total Multilateral 
Total Budget Support- 
Project Support 
TOTAL 

. - _- _- _-_ - - 
- _ _  

-. . _ _  

- - - - - __ - - - - - 

104. Out o f  the US $653.2 million reccivcd i n  
2005, a total o fUS $154.9 million or 23.7 percent 
was in form o f  budget support loans, while the 
remaining US $498.0 million or 76.3 percent was 
disbursed as project support. Direct budget 
support in 2005 was 139.1 percent higher than the 
US $64.8 millionreceivedin2004. 

2.0 0.0 0.0 
2.0 0.0 6.5 
2.0 0.0 34.0 

19.9 20.7 24.0 
0.0 0.0 0.0 

34.9 44.1 86.7 
0.0 0.0 9.0 

54.8 64.8 120.9 
56.8 64.8 154.9 

347.6 455.0 498.3 
404.4 519.8 653.2 

_-.- 

- - - .-. 

~ 

___ __ . - - _- 

105. With regard to project support, a total of 
US S191.9 million or 32.5 percent was received 
in form o f  loans, mainly from the multilateral 
institutions. A further U S  S46.8 million and US 
$33.6 million was received as pool funding to the 
education and health sectors. The remainder of 
US $256.0 million was support to designated 
projects by the donors in various sectors mostly 
for HIV/AIDS, roads, health and education. 

Table 5.2: External Aid inflows (In US $ millions), 
2003-2005 

I 2003 I 2004 I 2005 
Budget Support 
United Kinadom 

__ - . - _- 

Balance of Payments Dcvelopments 

Current Account 

106. Preliminary data indicates that the current 
account deficit worsened by 41.7 percent to US 
$826.0 million in 2005 from US $583.0 inillion in 
2004. As a percent o f  GDP the current account 
balance excluding foreign grants was 11.9 
percent in 2005 compared to 10.7 percent in 
2004. This was due to deterioration in all balance 
o f  payments accounts. 

Trade Balance 

107. The value o f  merchandise exports in 2005 
increased by 17.8 percent to US $2,095 million 
from US $1,779 million in 2004. Metal earnings 
increased to U S  $1,557million from US $1,322 
million in 2004, representing an increase of 17.8 
pcrccnt. This increase in metal exports earnings 
was on account o f  a r ise in copper export 
earnings. As a share o f  total exports metal sector 

Non Traditional 

[Metal Exports 
14% 

108. Copper export receipts increased by 7.1 
percent to US $1,400 million in 2005 from U S  
$1,307 million in 2004 as both copper prices and 
export volumes increased. Realised copper prices 
increased by 32.5 percent to an average o f  U S  
$1.59 per pound in 2005 from U S  $1.20 per 
pound in 2004, driven mainly by high demand 
from China. Export volumes also increased by 
6.1 percent to 417,000 M t  in 2005 from 393,000 
Mt in 2004. 

109. Cobalt export earnings, however, declined 
by 45.3 percent to U S  $156.0 million in 2005 
from US $285.0 million in 2004. This was mainly 
due to a decline in both export volumes and 
prices. Cobalt export volumes declined by 9.8 
percent to 5,500 Mt in 2005 from 6,100 Mt in 
2004, mainly due to the cessation o f  cobalt 
production by K C M  in the f i rst  quarter o f  the 
year. The average realised price o f  cobalt 
declined by 42.3 percent to U S  $12.85 per pound 
in2005 from US $22.30perpoundin2004. 

E X T E R N  A L SECTOR DEVELOPMENTS 
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Copper Wire 
White Spoon Sugar 
Burley Tobacco 
Cotton Lint 
Electrical Cables 
Fresh Flowers 
Cotton Yarn 

- -_ - __ - - __ __ 
_-__ - __ __ - - 

110. E x p o r t  earnings f r o m  l ion-meta l  
commodities increased by  17.7 percent to US 
$538.0millionin2005 froniUS $457.0millioii in 
2004 (see table 5.3). Non  metal exports in 2005 
accounted for 26.0 percent o f  total export 
earnings. 

200512004 
60.1 106.5 77 1 
33.4 67.7 102.7 
39.4 60.2 52 5 
51.4 55.9 8.6 
32.7 48.5 48.3 
25.5 32.1 25.8 
23.9 24.1 0.7 

- - - ___ -. - __ .- - - - 
- -- .__- ___ ._ __ - - - - 

1 11. The main non-traditional products 
exported were tobacco, copper wire, electrical 
cables, gemstones, scrap metals, soapidetergents 
and white spoon sugar. Export earnings from 
tobacco, sugar and copper wire, in particular, 
grew rapidly due to several reasons. In the case o f  
tobacco, new capital investments, entry o f  new 
farmers into the sub-sector and favourable 
market prices contributed to the growth in 
earnings. The expansion in sugar exports was 
attributed to improved market access to the EU 
through sugar quotas under the Everything But 
Arms (EBA) Initiative and to South Africa under 
the Southern African Development Community 
(SADC) Trade Protocol. Generally, South Africa 
continued to be the major destination for 
Zambia's nontraditional exports in 2005 followed 
by the Democratic Republic o f  Congo. 

Table 5.3: Non-Traditional Exports (US $ Millions), 
2004 and 2005 

1 2004 I 2005 1 %Change 

(59.7) 
Other (37.5) 
Total 17.7 

Sotucc Ministry o f  Finance and National Planning 

1 12. Wh i le  the value o f  exports expanded, those 
o f  imports grew at an even more rapid rate. 
Merchandize imports grew by 19.7 percent to US 
$2,068 mil l ion from US $1,727 mil l ion in 2004 
(see table 5.4). Consequently, although the trade 
balance was positive for the second consecutive 
year, i t declined by 28.0 percent to US $59.0 
mil l ion in 2005 f iomUS $82.0million in 2004. 

113. The sharp r ise  in imports was largely 
caused by  an increase in the price o f  petroleum 
products. This resulted in a 22.0 percent increase 
in non-metal imports to US $1,759 mil l ion in 
2005 f rom US $1,441 m i l l i o n  in 2004. 
Additionally, metal sector imports also increased 
and were main ly  capital cquipmeiit for  
investment purposes in the new and existing 
mines. 

Services and Income Account 

114. The services account worsened to US $252 
mil l ion in 2005 from U S  $215 mi l l ion in 2004, 
partly reflecting large amounts ofpayments made 
on trade-related services. Payments on services 
increased by 11.6 percent to U S  $499 mil l ion in 
2005 from U S  $447 mil l ion in 2004. Receipts 
from export o f  services also increased by  6.0 
percent to U S  $246 mi l l ion in 2005 from US $232 
mil l ion in 2004. 

115. The income account also recorded a 
widening in the deficit o f  42.7 percent to U S  $605 
mil l ion in 2005 from US $424 mi l l ion in 2004. 
This was partly as a result o f  a decline in net 
current transfers to negative U S  $28 mi l l ion in 
2005 from negative U S  $25 mi l l ion in 2004. This 
was as a result o f  increased private transfers 
abroad and non-receipt o f  official commodity 
assistance grants. 

Capital  and Financial  Account 

116. Capital inflows in 2005 increased by  134.9 
percent to U S  $552 mi l l ion from U S  $235 mil l ion 
in 2004. In the financial account, there was a 52.5 
percent improvemen t  in the  ne t  l oan  
disbursements to negative US $105 mil l ion in 
2005. This improvement was due to a 9.1 percent 
increase in disbursements as well as a 32.0 
percent decline in amortization. Further, there 
was an increase o f  11.7 percent in net private 
capital inflows to US $334 mi l l ion in 2005 from 
U S  $299 mi l l ion in 2004. Foreign direct 
investment increased by 8 percent to US S259 
mil l ion in 2005 from US $239 mi l l ion in 2004 
(see table 5.4). 

E X T E R N A L  S E C T O R  D E V E L O P M E N T S  
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Source: Bank o f  Zambia and IMF Staf f  estimates 
* Projections 
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Overall Balance and its Financing 

1 17. The overall balance o f  payments deficit in 
2005 narrowed by 21.3 percent to U S  $274 
mi l l ion from US $348 mil l ion in 2004. The deficit 
was financed by HIPC and non-HIPC debt re l ie f  
as well as balance o f  payments support loans and 
grants (see table 5.4). 

Outlook for 2006 

118. The external sector position in 2006 i s  
expected to remain favourable. During the course 
o f  the year, i t  i s  expected that the Multilateral 
Debt Relief Initiative (MDRI) w i l l  come into 
effect. The MDRI proposes that multilateral 
institutions should cancel 100.0 per cent o f  their 
claims to HIPC countries upon reaching the 
Completion Point. This could result in Zambia’s 
external debt stock falling to below US $1.0 
bi l l ion by the end o f  2006 from US $4.5 bi l l ion at 
2005. 

119. External aid inflows are expected to 
increase further as the country continues on i t s  
path o f  prudent macroeconomic and public 
expenditure management, some o f  the major 
prerequisites for donor disbursements. Export 
earnings from both the traditional and non-metal 
exports are expected to increase, largely due to 
the expansion in mineral production and the 
continued high copper prices. In addition, the 
anticipated rise in crop production i s  likely to 
boost non-traditional exports. However, the 
competitiveness o f  exports could be hampered, if 
the appreciation o f  the Kwacha which began in 
2005 continues. 

E X T E R N A L  S E C T O R  D E V E L O P M E N T S  
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.. . 

Crop 

Maize 

sorghum 
Rice 

rowth in the agricultural sector slowed 
down to 3.0 percent 2005 from 6.1 G percent in 2004. This was on account o f  

reduced production o f  major food crops. such as 
maizc, sorghum and millet. This was largely as a 
result o f  the partial drought experienced in the 
2004/2005 agricultural season. Consequently, the 
price o f  the country's staple food, maize, 
increased rapidly prompting the government to 
take measures aimed at stabilising the food 
security situation. 

2 0 0 ~ 2 0 0 ~  ]_ZOO312004 
Area Planted 

~ 2004/2005~ I 200u3. 1 200314 200415 , 2002/2003-_ 1 2003/2004- 2004/2005 
! Yieldlha j Crop Production for Selected in Mt 

I I 
699,276.0 631,079.9 834,981.0 1 1.66 1 1.9 , 1.04 , 1,207,202.0 1,213,601.0 866,187.0 

- 37,0_54.0_-. 47,38985 57!432.0_!_- 0.55- 1 _ _  0.2- 0.33 * 2!33!0.!- _._ 24,467.0 __ 18,714.0 

10,305.0 12,378.8 18,2430 1.04 1 0.9 , 0.73 , 35,331.0 11,699.0 13,337.0 

I 
1 

I 

121. The livestock sub-scctor continued to be 
hit by diseases, namely the Foot and Mouth 
Disease (FMD) and Contagious Bovine Pleuro- 
Pneumonia (CBPP). In this regard, restocking 
and stocking programmes continued to be 
implemented in areas, which were affected by 
diseases and where stocks were low. 

Wheat 
Paddy Rice 
Cassava 

Groundnuts - 

Mixed Beans 

Soya Beans 

?!!f!!?W_eC _._. _ _  

Virginia Tobacco 

Cotton- 

B~?eY_TObEr?-- 

122. Key po l i cy  measures included the 
introduction o f  the 15 percent duty waiver on 
maize importation, following reduced harvest. 
The Government also continued with the policy 
o f  subsidising agricultural inputs for small scale 
farmers through the Fertilizer Support Program 
(FSP). 

123. In order to  mitigate the pervasive 
dependence o n  rains f o r  fa rming ,  the 
Government developed the National Irrigation 
Plan for the period 2006 to 2011. The plan 
proposes a full package o f  interventions which 
are aimed at breaking the cycle o f  vulnerability. 
The Government also continued to support out- 
grower schemes in order to expand production o f  
export crops o f  tobacco, cotton, coffee, paprika, 
fresh vegetables and cashew nut. 

22,549.0 13,543.0 1 22,323.0 1 6.03 . 6.1 6.13 8,258:O . 136,833.0 
10,305.0 12,378.8 1.04 0.9 0.73 10,743.0 11,699.0 13,337.0 

981,757.0 911,673.0 

- 350,460.0 ___lj6,493.9- 16j,962.0_ . -0.55. __ 0,66,- 0.46 , . 82,549.0- 69,696,O 74,218.0 

44,002.0 45,269.5 50,496.0 0.55 0.4 0.46 24,097.0 18,161.0 23,098.0 

33,186.0 65,170.0 1.6 1.38 42,120.0 54,687.0 89,659.8 
I 
I 303689.2. _3129?10- -1 .- L 0.5 0.26 _ _ _ _  ._. .. - 

0.88 118,000.0 144,307.0 155,213.0 

5,464.1 ~ 15,630.0 1 2.3 1.49 7,522.0 14,608.0 23,211.0 

22,703.0- 13,094.0 
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Crop Production 

124. During the 2004/2005 agricultural season, 
there was mixed out turn in the production o f  
crops. Output for food crops generally declined 
while that for cash crops increased. Area planted 
increased for al l  crops while yields per hectare 
declined. This was largely due to the 
unfavourable weather conditions (see table 6.1). 

125. Total maize production in the 2004/2005 
agricultural season declined by 28.6 percent to 
866,187 Mt, compared to 1,213,601 Mt in the 
200312004 agricultural season. The large-scale 
farmers' contr ibut ion to  national maize 
production increased slightly by  0.4 percent to 
254,804 Mt from 253,861 Mt. The contribution 
by small and medium scale farmers to national 
maize production, however, decreased by 36.3 
percent to 611,382 Mt from 959,740 Mt the 
previous season. The drop in the contribution to 
total maize production by the small scale farmers 
was due to high dependence on rain for 
production. 

126. With regard to sorghum, yields per hectare 
fe l l  by 58.5 percent compared to the previous 
season. Consistent wi th this outturn, production 
ofsorghumdeclinedby23.5percentto 18,714Mt 
from 24,467 Mt in the 200312004 agricultural 
season. Wheat production increased by 65.1 
percent to 136,833 Mt in the 2004/2005 
agricultural season from 82,858 M t  in 2003/2004 
agricultural season. This was largely due to a rise 
in area planted and yield per hectare from 13,543 
hectares in the 200312004 agricultural season to 
22,323 hectares in the 2004/2005 season. 

127. The area planted with cotton rose by 44.9 
percent to 176,217 hectares in the 200412005 
agricultural season from 12 1,593 hectares in the 
2003/2004 agricultural season. Despite this 
increase in area planted, cotton production rose 
by 7.6 percent to 155,213 Mt in the 200412005 
agricultural season from 144,307 M t  in the 
previous season. This was largely due to 
unfavourable weather conditions. Production o f  
Virginia tobacco increased by 58.9 percent to 
23,211 M t  from 14,604 M t  produced in the 
previous season. This increase was due to the rise 
in area planted from 5,464 hectares in the 
200312004 agricultural season to 15,630 hectares 
in the 2004/2005 agricultural season. 

128. The h igh  demand fo r  Soya beans 
st imulated product ion in the 200412005 
agricultural season by 63.9 percent to 89,660 Mt 
in the 2004/2005 agricultural season from 54,687 
M t  in the previous season. Cassava production 
increased by 15.9 percent to 1,056,380 M t  in the 
2004/2005 agricultural season from 91 1,673 M t  
recorded in thc previous season. Sunflower 
production declined by  41.5 percent from 13,857 
Mt in 200312004 agricultural season to 8,112 Mt 
in 2004/2005 agriculture season, mainly on 
account ofreduced area planted. 

Livestock Sab-sector 

129. In 2005, disease incidence was generally 
low throughout the country compared to 2004. 
However, outbreaks o f  Foot and Mouth Disease 
(FMD) were recorded in Southern and Central 
provinces. In addition, Contagious Bovine 
Pleuro-Pneumonia (CBPP) was recorded in 
Southern, Western and North-Western provinces. 
As a result, a number o f  disease control 
programmes, nevertheless, were carried out, 
mainly in Southern and Central provinces. These 
included vaccination campaigns, livestock 
movement controls and maintenance o f  bio- 
security measures, through establishment o f  
check-points. 

Food Security Position 

130. The country recorded an overall food 
surplus o f  214,413 Mt, largely attributed to a 
surplus o f  324,834 M t  o f  cassava. However, 
deficits o f  85,000 M t  and 12,000 M t  ofmaize and 
Paddy rice were recorded respectively (see table 
6.2). 

13 1. During the year, the Food Reserve Agency 
(FRA) purchased 83,756 Mt o f  maize at a total 
cost o f  K73.0 billion. This was aimed at building 
the country's national strategic food reserves 
targeted at 120,000 Mt. Other crops purchased 
included rice, cassava, groundnuts and Soya 
beans. All these purchases were aimed at 
improving the overall food security position o f  
the country. 

A G R I C U L T U R E  
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Table 6.2: Preliminary Food Balance Sheet for 2005 

rice 
. -. . - . 

I 
(I) Opening stocks (1st May 2005) 190,702 . 103 .- 156-1 __ 2,445 I 0 i __380 r _ _  174,305 I (11) Total production (2@4/05) , 866,187-+ 13,335- _?36,833 1 48,297 I _ _  82,489-1 3056,000 , 1,932,498- 

I 

I - - - I -  

t -- 
~ Total availability 1 1,056,889 13,440 , 136,989 1 50,742 82,489 j 1,056,380 2,106,803 

Financing ofthe Sector Outlook 

132. Government budgetary allocation to the 133. Prospects for the agricultural sector in 
agriculture sector was K346.4 billion. Releases to 2006 are bright. This i s  underpinned by 
the sector amounted to K352.3 bi l l ion and were favourable weather conditions as wel l  as 
above the budget allocation by 1.7 percent. Out supportive government programmes such as 
o f  the total releases, K243.5 bi l l ion was for PRPs, control o f  livestock diseases, out grower 
which included out-grower schemes, small schemes, and input subsidy for small-scale 
holder irrigation, land development, livestock 
restocking and animal disease control. 

farmers, which will boost growth in the sector. 

A G R I C U L T U R E  
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Overview 

he Mining and Quarrying sector, in 2005, 
grew by 2.8 percent as compared to 13.5 T percent in 2004. Growth in the sector was 

mainly as a result o f  increased copper and coal 
production, aided by expansion in productive 
capacity. The continued high copper prices on the 
world market also stimulated investment in the 
sector. Nevertheless, the slow down in growth o f  
the sector was primarily caused by a deceleration 
in copper production, in the first quarter o f  2005 
and a general decline in cobalt production levels 
through out the year. 

2005164 
32.5 

. (42.3) 

Sector Performance 

Metal Mining Sub-sector 

135. Copper production in 2005, rose by 9.6 
percent compared to the 20.5 percent growth o f  
2004. In absolute terms copper production 
increased to 466,799 M t  from 426,000 M t  in 
2004. Growth in copper production was as a 
result o f  an expansion in production capacity, 
mainly due to higher investment in existing mines 
as well as the coming on stream o f  Kansanshi 
copper mine in the North Western province. The 
slowed growth rate in copper production was, 
however, caused by  low-grade ore and constant 
break down o f  smelters at KCM. Disruptions in 
fuel supply, mine accidents and floods, further 
compounded the problem. 

136. There has been a progressive decline in 
cobalt production in the last two years. In 2005, 
production declined by 11.8 percent to 5,638.2Mt 
while in 2004 i t  declined by 1.6 percent (see table 
7.1). The decline o f  cobalt production was due to 
the cessation o f  production at K C M  in April 
2005. 

Table7.1: MetalProduction (in metric tones), 2003-2005 

2005104 

11.8 

h'leti1l Prices 

137. The price o f  copper on the London Metal 
Exchange (LME) continued to rise, reaching a 
record level o f  U S  $2.20 per pound in the last 
quarter o f  2005. Average realized prices o f  
copper, for the Zambian industry, increased by 
32.5 percent to U S  $1.59 per pound from 
USSl.20 per pound in 2004. The incrcasedprices 
o f  copper were attributed to growing world 
demand, especially emanating from China. The 
average realised price for cobalt, however, 
substantially declined by 42.3 percent per pound 
toUS $12.85 f romah ighofUS $22.30perpound 
in the previous year (see table 7.2). 

Table 7.2: Average Realized Copper and Cobalt 
Prices (US Dollars per pound), 2003-2005 

Period 2003 2004-1 2005-i-%Chanie-- 
_ _  . - ._ 

Source: Bank o f  Zambia 

Other Mining and Quarrying Sub-sector 

138. The performance o f  the Other Mining and 
Quarrying sub-sector, in 2005, was impressive 
with a growth rate o f  49.7 percent compared to 
25.2 percent in 2004. This performance was 
largely driven by the increase in coal production 
at Maamba Collieries. Production increased by 
44.6 percent to 149,445 Mt in 2005. The change 
in production arrangement that was put in place 
by new management in 2004 i s  the primary 
reason production continues to improve at 
Maamba Collieries. In addition, improved 
investment at the mine contributed to increased 
coal production. 

Other Developments 

139. A major development in the year was the 
commencement o f  production o f  copper at 
Kansanshi Mine in Solwezi, where 79,626 Mt o f  
copper was produced and 1,300 jobs created. 

Source: Mining Companies 

MINING AND Q U A R R Y I N G  S E C T O R  
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An important expansion o f  production capacity 
in the sector has been created as it i s  estimated the 
Kansanshi mines' production w i l l  stabilise at 
140,000 Mt o f  copper a year. In addition to the 
development at Kansanshi, the Konkola Deep 
Mining Project was officially launched. The 
eventual development o f  the project i s  expected 
to increase underground ore production by 200 
percent to 6 mi l l ion tonnes per annum. The life- 
span o f  K C M  has, consequently been prolonged 
for an  additional 22 years from 2013 to 2035. 

140. The process o f  privatising the Muliashi 
andBalubaNorth Deposit, wi th an estimated44.6 
mil l ion tones ofore, reached an advanced stage as 
bids were received. In addition, the development 
agreement concerning the development o f  
Lumwana mine in the North Western province 
was signed between thc Government o f  Zambia 
and First Quantum Mineral PLC. Lumwana has 
one o f  the world's largest undeveloped copper 
deposits and i t  i s  estimated that the mine w i l l  
produce about 125,000 M t  per year once 
production commeiices. 

141. In the small-scale mining sub-sector, the 
European Union loanable funds, managed by  the 
M in ing  Sector Diversification Programme 
(MSDP), continued to be inaccessible. In 2005, 
only two applicants successfully obtained 
financial support compared to 5 in 2004 and 2 in 
2003. Out o f  a total ofe16.5 million, managed by 
the MSDP, only €3.3 mil l ion have been loaned 
out. In an effort to improve accessibility o f  the 
loanable funds provided, an estimated 1 mil l ion 
Euros was, in late 2005, transferred from the 
MSDP, to be managed by a micro finance 
institution. Under the new arrangement, 
conditions o f  obtaining the funds have been 
revised and should consequently result in greater 
accessibility. 

142. Other important developments in the 
sector were the positive movements towards the 
development o f  Munali  H i l l s  (Nickel), Mkushi 
Copper Fields and Sasare coppcr in Petauke. In 
this regard, a number o f  feasibility studies and 
bankable documents were prepared as a result o f  
findings from prospecting and exploration 
activities o f  2004. Other prospecting and 
exploration activities continued throughout the 
country, showing positive indication o f  mineral 
deposits. 

Outiook 

143. The mining sector i s  expected to continue 
registering positive growth in 2006. The 
continued investment in the sector, will lead to 
higher production o f  copper in the 2006. In 
particular, copper production i s  expected to 
expand at KCM,  Mopani and Kansanshi Mines 
due to increased investment. Additionally, high 
copper prices are expected to stimulate further 
mining activities. 

M I N I N G  AND Q U A R R Y I N G  SECTOR 5 



Overview 

erformance o f  the tourism sector in 2005 
was satisfactory. The number o f  visitors P and private sector investments continued 

to r i se  while the number o f  flights into the 
country, especially to Livingstone, also 
increased. Domestic tourism showed signs o f  
improvements, with more local tourists visiting 
the national parks. The number o f  tourist 
enterprises and facilities being established also 
continued to expand across the country. The 
sector, however, continued to experience a 
number o f  constraints, wh ich  included 
inadequate infrastructure, a burdensome 
regulatory framework, and high operational 
costs. 

I Europe I 71,363 
Arnenca 22,667 
Asia and Oceania 20,160 
Total 412,675 

Sector Performalice 

1 

91,863 1 149,757 63 0 
29,053 1 39,025 34.3 
27,166 1 42,710 57.2 

515,000 1 649,867 26.2 

145. Tourism, measured by activities in 
Restaurants, Bars and Hotels sector, registered a 
growth o f  12.1 percent in 2005 compared to 6.4 
percent in 2004. Growth in this sector was on 
account o f  increased visitor arrivals as a result o f  
enhanced marketing activities by both the 
Government and the private sector. In addition, 
rapid private sector investments in tourism 
related facilities, coupled with the increase in the 
number o f  flights enhanced growth in the sector. 

146. The number o f  international visitors to 
Zambia in 2005, thus increased by 26.2 percent to 
649,900 to 5 15,000 in 2004 (see table 8.1). Out o f  

Table 8.1: International Tourist Arrivals, 2003-2005 

this total, 64.4 percent came from within Africa, 
especially the Southern African region. Visitor 
arrivals from Europe rose sharply by 63.0 percent 
to 149,757. This was followed by those from 
Asia, which rose by  57.3 percent. Tourist arrivals 
from the Far East also increased, especially from 
Japan and China. The accession o f  Zambia to the 
Chinese Approved Destination Status ( A D S )  in 
2004, also contributed to the increased number o f  
tourists from that country. 

147. The single largest majority o f  international 
visitors to Zambia continued to be those coming 
for business purposes. These were estimated at 
265,197 or 40.9 percent o f  the total arrivals, and 
were mainly from within the Southern African 
region. The number o f  tourists coming for 
holidays in 2005 was estimated at 194,633 or 30 
percent oftotal tourist's arrivals (see figure 8.1). 

Figure 8.1: International visitors by Purpose (Percent 
shares),2005 

Other 
Visiting friends ,4% 
and Relativy , 

16% Business 
/- 4 0 0 ~  

i 
Holidays 

30% 

Country of Residence 2003 1 2004 1 2005* 1 % Change 200512004 

T O U R I S M  



C H A P T E R  8 

Cat ego ry 2004 2005 
I 

148. The number o f  tourists visiting the 
country’s premier national parks increased by 
13.8 percent in 2005 to 61,400 from 53,978 in 
2004 During the year, visits by  local tourists to 
the national parks rose by 28.2 percent to 19,436 
from 15,157 in 2004. The number o f  inteinational 
visitors increased by  8.1 percent to 4 1,964 from 
38,821 1n2004(seetable8.2). 

Table 8.2: Tourist Visits to the National 
Pdrks, 2003-2005 

.. _ _  
2003 -2004 . 2005- % Chancre 

% Change 
200512004 

I 200512064 
LowerZambezi 4,413 i 6,059 ’ 6,040 ~ 0.3 
Mosi-oa-Tunya 23,497 17,762 , 19,972 ~ 

Kafue - __ _.*. 3,812-1 -3,789- - -6@2-[ 
Lochnivar . 390 415 784 88.9 
Other Parks .. l.. 700-1. 2,024 2,588.1- __27:9 
Total 52,540 I 53,978 61,400 , 13.8 
International 40,388 1 38,821 ‘ 41,964 8.1 
Local 12,152 , 15,157 19,436 28.2 

(I2.j- 
7.9- 

63.7__ 

South Luangwa-. 19,728 -, I 23,929 25,814 1 
_. 

- . _- - 
190 ’ 247 Other 15 135 

Total 406 6,189 10,778 474 ~ 6,852 I 11,698 

Source: Zambia Wildlife Author i ty 

.- - - __. - __ - - 
26.7 
16.7 

149. The most visited national park remained 
South Luangwa, with a total o f  25,814 tourists 
visiting the park in 2005 (see table 8.3). This 
accounted for 42 percent o f  the total visitor 
arrivals to the national parks. Notable increases in 
visitor arrivals were, however, recorded at 
Lochnivar and Kafue National Parks, where 
arrivals shot up by  88.9 percent and 63.7 percent, 
respectively (see table 8.3). This was on account 
o f  new private investments in the parks as well  as 
improved infrastructure such as access roads. 

150. In 2005, a total o f  13 lodges were under 
construction by the private sector in the five 
national parks, mostly in the Ka f ie  National 
Park. A t  the end o f  the year, two lodges with an 
investment value o f  U S  $0.7 mil l ion were 
completed in the Ka f ie  and North Luwangwa 
National Parks. 

‘Ionrism investment and Developnieiit 

151. The hospitality industry continued to 
register an  increasc in the number and value o f  
investments in accommodation facilities. In 
2005, the number o f  accommodation facilities 
increased by  16.7 percent to 474 from 406 in 
2004. Consequently, the number o f  beds rose to 
11,698 from 10,778 in2004 (see table 8.3). 

152. The growth in investments in tourism 
facilities has been driven by the increase in tourist 
activities. In addition, Government continued to 
facilitate private sector investment through the 
Tourism Development Credit Facility (TDCF), 
which was launched in 2004 to support local 
entrepreneurs. By end o f  December 2005, the 
Government through the TDCF had disbursed a 
total o f  K1O.O bi l l ion to 78 local companies, 
commun i t y  groups, y o u t h  groups and 
individuals. for investment in various tourism 
related ventures. The Government also continued 
to undertake public infrastructure works in order 
to support the development ofthe sector. 

Wildlife Sub-Sector 

153. The Zambia Wildlife Authority (ZAWA) 
issued a total o f  2,063 hunting licences in 2005 
compared to 1,177 in 2004. This sharp r ise  was on 
account o f  improved marketing by safari 
outfitters and the lifting o f  the ban on hunting in 
the Kafue Flats Game Management Areas 
(GMAs). In terms ofrevenues, ZAWArealised a 
total o f  K15.0 billion from the hunting licences 
that were issued in 2005 compared to K13.1 
billion in 2004 (see table 8.4). 

154. Out o f  the K15 bi l l ion realised from 
hunting licences in 2005, K4.0 bi l l ion was 
disbursed to the communities l iving in the 
GMAs, and the remainder o f  K11 .O bil l ion was 
retained by ZAWA. 

Source: Ministry o f  Tourism Environment and Natural Resources 
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Resident Hunting j 

Resident hunting licenses (birds) 283 ~ 720 ~ 154.4 
Professional hunters 

~ 

Resident hunting licenses (animals) 157 ~ 426 1 171.3 

I 

Professional hunters licenses issued 47 67 1 42.6 , 
TOTAL 1,177 i 2,063 ~ 75.3 

0.7 1 0.6 (14.3) 
0 1  0.1 

0.4 1 0.4 0.0 
13.0 i 15.0 15.4 

155. The revenues disbursed to the GMA's were 
used to  implement various development 
programmes. These included the building o f  
community schools and clinics. 

156. As part o f  the policy to encourage private 
partnerships in the management o f  wildlife 
resources, the Government in 2004 facilitated the 
signing o f  an agreement between the Barotse 
Royal Establishment (BRE) and the African 
Parks (AP) for the management o f  Liuwa Plains 
National Park. Through this arrangement, a total 
o f  US $2.0 mil l ion had been invested in the park 
by  AP by end-2005. In addition, an average o f  US 
$2,000 per month was being provided to the 
communities who live in the park. 

157. During 2005, ZAWA continued to  
undertake several anti-poaching activities. As a 
result, 1,690 suspected poachers were arrested 
compared to 1,783 in 2004. The number o f  items 
confiscated in general, also declined. A total o f  

930 firearms were confiscated compared to 1,264 
in 2004, while the number o f  weapons reduced to 
9,009 from 10,772 in 2004. The quantity o f  game 
meat confiscated, however, increased to 11,953 
Kg from 9,220 Kg in 2004. The ivory recovered 
also increased by 39.3 percent from 112 pieces in 
2004 to 156 pieces in 2005 (see table 8.5). 

Outlook 

158. The tourism sector i s  expected to continue 
registering strong growth in 2006. This i s  
premised on rising investment levels in the sector 
and the effects o f  enhanced marketing, including 
the Visit Zambia Campaign, which was extended 
by five years. Further, the new Tourism and 
Hospitality Act, which i s  expected to come into 
effect in 2006, w i l l  provide a new regulatory 
framework that w i l l  streamline licensing 
procedures. This w i l l  reduce the cost o f  doing 
business in the sector. 

T 0 U R I S M 
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STATlONlMONTH 

2001 
Main Hydro Stations 8,168 
Mini Hydro Stations 28 
Diesel Stations 17 
Mulungushi 
Total 8,213 

uring the year under review, the sector 
experienced enormous challenges 
ranging from external factors to internal 

structural  l im i ta t ions .  The sector was 
characterized b y  fue l  shortages and load 
shedding o f  electricity. This notwithstanding, 
electricity generation and supply o f  petroleum 
products marginally improved. 

Key Policy Developments 

160. The Government dur ing  the year 
establishment o f  national petroleum strategic 
reserves as a way to secure reliable petroleum 
supply. Interim measures such as the suspension 
o f  import duty and lowering o f  excise duties were 
implemented to help restore adequate supply in 
the wake o f  the severe fuel  crises o f  2005. In 
addition, a statutory instrument was issued, 
compelling oil-marketing companies to store 
fifteen days' operating stock. 

I % Growth % Growth 
2002 2003 ' 2004 2005 1 2004103 2005104 
9,059 8,044 1 8,180 ~ 8,518 1.7 4.1 

34 42 51 1 37 21.4 (27.5) 
17 -- 18 17 ~ 13 -5.6 (23.5) 

9,191 8,308 8,462 1 8,568 1.9 1.3 

I 

___- 

81 204 214 i 4 9  

161. In 2005, the Government continued to 
facilitate new investments in power generation. 
This was in view o f  the impending deficits both in 
the country and the entire SADC region by the 
end o f  the decade. Negotiations for financing o f  
Itezhi-Tezhi, Kariba North and Kafue Lower 
hydro power stations were undertaken and 
feasibility studies carried out. 

Sector performance 

Electricity sub - sector 

162. Total generation o f  electricity in 2005 
increased by 1.3 percent to 8,568,000 M W h  from 
8,462,000 MWh in the previous year (see table 

9.1). The marginal increase in generation was due 
to increased generation capacity as a result o f  the 
on-going rehabilitation project at the main hydro 
stations 

163. The volume o f  electricity exports during 
the year declined by 49.2 percent to 249,292 
M w h  from 490,913 M W h  the previous year (see 
table 9.2). The generation capacity constraints 
adversely affectcd the sector's export capacity as 
ZESCO could only export limited amounts o f  
power during off-peak periods. 

164. During the year under review, as part o f  the 
on-going commercialization o f  ZESCO Limited, 
a cost o f  service study aimed at determining the 
economic cost o f  supplying power to various 
customer groups, was initiated. The information 
derived from the study w i l l  help in the design o f  
cost reflective tariffs necessary for the utility to 
meet its operating costs and provide quality and 
reliable service. During the year, retail tariffs for 
electricity rose by 11 .O percent. The increase was 
largely driven b y  r is ing operating costs 
experienced by the main power utility, ZESCO 
limited. 

165. T h e  n e w l y  e s t a b l i s h e d  R u r a l  
Electrification Authority (REA) continued to 
support rural electrification projects, including 
connection o f  off-grid diesel generated networks 
to the national grid. In 2005, a total o f  K 5.1 
b i l l i on  was spent on  the electr i f icat ion 
programme and by end-December, 32 rural 
electrification projects were completed and 53 
were on-going. Some ofthe major projects being 
carried out were the electrification o f  Nasanga 
farm block, Nyimba District and Gwembe Tonga 
(see table 9.2). 
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Wh) 2Q4.3.&2005 
2003 2004 

MWh MWh 

Congo DR 5,736 3,808 

Tanzania ii ,333 17,757 

Botswana 14,717 10,907 

Namibia 21,960- 21,570 

Zimbabwe 3,607 

South Africa 647,935 433,265 

Total 705,359 490,913 

Country 

. -  __ - . . . -. , . . . 

_ _  . .. .. .. . _. 

__ . . - ._ - ..___ __ __ - ,678- - - _ _  - __ - 

Source Minirtry o f  Energy and W.iter Derelopment 

i % Change 
2005 1 200512004 

MWh 

4,390 1 

20,530 

11,900 

22,302 
.. . . - - . .. .. - - - _ _  __ - - - - - - 

4,593 

166. ZESCO L im i ted  in the year continued to  
implement the Power Rehabil itation Project at i ts 
major power stations. The PRF' is aimed at 
enhancing the reliabil i ty o f  ZESCO's generation 
and transmission infrastructure and i s  expected to 
yield additional generation capacity o f  about 
200MW after completion o f the  project. 

Petroleuni sector and other fossil fuels 

167. The year under rev iew was largely 
characterised by volati le petroleum prices on  the 
wor ld  market, registering unusually high levels 
for most o f  the year. By August, the average spot 
price o f  crude o i l  price hit an a l l  t ime high o f  U S  
$65 per barrel in the wake o f  hurricane Katrina. 

prices experienced sharp rises over most o f  2005. 
This was as a result o f  corresponding trends on 
the international o i l  markets. 

Include diesel/kerosene in tigure 

168. The supply o f  petroleum products in the 
year under review generally reduced. Petrol 
declined by 3.4 percent, Kerosene by 29.5 
percent and LFO by 33.8 percent. Similarly, 
Avgas declined by 28.2 percent, whi le  Jet A -1  
declined by 4.3 percent. Diesel supply, however, 
increased by 3.2 percent (see table 9.4). This 
outturn was largely due closures at INDENI o i l  
refinery in July and September to October due to  

The price o f  crude closed the year at about U S  $58 
per barrel. Consequently, local average fuel pump 

operational problems. 

Figure 9.1: Average Benchmark Lusaka Fuel Prices, 2005 
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Electrification of Chipili Mission - Mwense 
Lusaka 

Cynectio_n_of Llangwa to_!he(;nd . __ .- . 
North Western 

Electrification of Chief Mujimanzovu 

Table 9.3: Status of  Selected R u r a l  Electrification Projects. end-December 2005 
I 

ProvincelProiect Name 
Amount Disbursed in i 

Central Estimated cost Kwacha ProgresslStatus - 

Electrification of ChisambalKatuba farm bloc I 4,982,392,106- __- 550,000,000 90 percent of work done ____ 

Electrification of Nansanga f a y  block _ _ _ _  ,_ - - 10,000,000 . . 9,144,21_8,579_* done, 20 km is remaining. 
75 km of construction works of 33 km have been 

I Copperbelt ___ , Design and preliminary survey completed, 

Ejectrification of chibolya-- Mufulira - - , 1 1,231,000,000 1,000,000,000 I was in progress. . , .._. 

6,348,947,000 construction began. I 
Electrificatton of lufwanyama district phase 2 , 

I 40 percent of work done andconnecting lines 

90 percent of work is done, connecting lines was' 
Electrification of Miegwe I 2,059,758,524 300,000,000 in progress. 

Electrification of Lumezi i 3,423,645,000 

Eastern 

Electrification of Nyimba District 

- 

7,200,000,000 1,165,625,000 , completed 

200,000,000 completed. 
Project design details and works order 

3,856,146,201 400,000,000 90 percent of work is done. 

Project design completed and now undergoing 
56,7~0,~fO,~OO . - _ _ _  3 , ~ ! ~ ~ 0 0 ~ ~ 0 0 0 ~ ~ .  .s_urveY!ng. ~ .. . . . - . - .  .- 

2,534,390,000 400,000,000 20 percent of work is done. -. 

Southein Province 

Electrification of Gwembe Tonga 

Electrification of Sikalongo Mission-Choma 
Weste_m - . . _ _ _ _  _ - __ _ _  - _.l _-- 

Connectionof Mufumbwe to the Grid 

12,600,000,000 1,150,000,000 , 60 percent of the work is done. 

567,138,107 567,138,107 30 percent of work is done.- 
- - - _ __ ~ - _.. - . . .. ._ __ __ - - __ _, - - - -- . . -.- 

- The project design has been completed. 

Connection of Kabompo to the Grid ] 20,675,000,000 - The project design has been completed. 

Connection of Zambezi to the Grid 1 26,525,000,000 - The project design has been completed. 
Northern 

Detailed surveying and pole pegging is in 
Connection of Kaputa to the Grid 1 12,000,000,000 2,900,000,000 progress. 

_._. .. __. ~ ..... . _ _ _  ._ - .-. . -. - . 

Electrification of Nkeyema (TBZ)Area, Kaoma ~ 8,818,394,510 200,000,000 Surveying works is in progress. 
Feasibility study and project design has been 

ENERGY 
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I I 

Diesel 221,313 
LFO 396 
HFO 
Lubes .. ._ 12,187- 

LPG . - _ _  - _ _  l l l q 9  
Avgas 1,171 
Jet A-I 21,105 

Bitumen 909 

169. During the year under review, the number 
o f  licensed oi l  marketing companies increased. 
The ERB licensed 5 new companies bringing the 
to ta l  to  18. In addi t ion,  Government 
commissioned several studies to investigate 
various policy options to guarantee security o f  
supply and mininiise the level and volatility o f  
fuel  prices. An audit o f  INDENI oi l  refinery 
operations was also instituted in the year. 

4 270,464 3.2 
796 1 527 (33.8) 

65,526 66,045 0.8 
_ _  16,405 16,576 1 

.- - . 31377 . . _ _  _ _  3,422 - - - - 3.2 

(4.3) - 26,643 25,502 __ 

. .  

2,105 

1,618 1,161 (28.2) 

Outlook 

170. The outlook for 2006 i s  fairly positive in 
terms o f  power generation given the progress 
made in the Power Rehabilitation Project and 
favourable rains experienced in the 2005/06 
rainy season. However, given the rapid growth in 
demand for electricity arising from the general 
growth in the economy, there w i l l  be need to 
expedite the sourcing o f  funds for investment in 
new electricity generation projects in the year 
2006 to forestall worse load shedding in the years 
to come. Petroleum supply i s  expected to 
stabilise as a result o f  thc various measures 
undertaken by the Government in 2005. 
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Sub-sector 2003 2004 2005' 

Food; Beverages a d  Tobacco -187.7 '- 198.6 - -  208.i 
- _ _ _ _  

Textile, _ _ _  and - leather industries - . . . - - , - . 51.3 .. - 50.3 48.0 

he manufacturing sector in 2005 grew by  
3.8 percent compared to 4.7 percent in T 2004. Growth was mainly driven by  the 

food, beverages and tobacco sub-sector. All the 
sub- sectors o f  manufacturing registered growth, 
except for the textile, leather and basic metal 
products sub-sectors. The improvements in the 
macroeconomic conditions, including the 
strengthening o f  the Kwacha, impacted 
positively on the performance o f  the sector. 

Policy Developments 

172. In l i n e  w i t h  the Pr i va te  Sector 
Development (PSD) refonns, Government in 
2005 set up the institutional framework for the 
implementation o f  the PSD Reform Action Plan. 
The Government also prepared a framework that 
laid a foundation for the merging o f  five o f  the 
statutory bodies under the M in i s t r y  o f  
Commerce, Trade and Industry into the 'Zambia 
Development Agency' (ZDA) to provide a one- 
stop-shop to investors. 

%Change % Change 
200412003 200512004 

-- 5.8 4.8 
(1.9) (4.7) - ~ - - _ _  

So b-sector performance 

_. - __ - - __ - - - - - .. - .- _. . - . - . .- . . . - 
Paper and Paper products 8.6 8.9 9.7- 
Chemicals, Rubber and Plastic products 264 28.6 30.1 

5.6 6.4 6.8 - - -  1 4 - ~ -  _ _  . - - ._ 
Non-metallic mineral products 
Basic metal products 1.4 1.4 

6.4 6.6 6.1 Fabricated metal products 
311:4 325.9 338.0 Total manufactunng 

- - _-- . -- . -.- - - - _ _ _  - -- - - - _ _  __- - _ _  _ _  
- - -. . - - 

.._. . _.I__ - + -  . - - - - ___ - __ - .- - . - - 

_ _  - 

173. The Food, beverages and tobacco sub- 
sector grew by 4.8 percent in 2005 compared to 
5.8 percent in 2004. The growth o f  the sub-sector 
was mainly due to an increase in production o f  
grain mill products, opaque beer, and sugar and 
tobacco products. Continued rise in exports, 
particularly to the European market for sugar, 
also stimulated growth in the sub-sector.. 

174. Positive growth was also recorded in the 
Chemicals, rubber and plastics, Non-metallic 
mineral products, Wood and wood products and 
the Paper and paper products sub-sectors, mainly 
on account o f  a r ise in both domestic and external 
demand (see table 10.1). For the Non-metallic 
mineral products sub-sector, which grew by 6.8 
percent, increased cement production to meet the 
rising domestic demand, especial ly fo r  
residential housing and commercial purposes, 
was the main reason driving growth in the sub- 
sector. The Fabricated metal products sub-sector 
also continued to grow and registered a growth o f  
4.2 percent due to a r ise in domestic demand for 
fabricated metal products, especially to meet the 
expanding construction activities in the country. 

__ _ - __ - - - __ 
2.5 9.6 
8.5 5.1 

6.9 

4.8 4.2 
3.7 

.. . . . .._. -._. - _ _ _  - - 
- __ - -_ __ 14.4 

... . 
3.1 (3.9) 

4.7 
_ _ _ .  . 

._ __ 
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175. In the Textiles and leather products sub- 
sector, however ,  dec l i ned  f o r  a second 
consecutive year. Output declined by 4.7 percent 
in 2005 having also contracted by 1.9 percent in 
2004. The continued poor performance o f  the 
sub-sector has been due to several factors, 
including the s t i f f  competition f rom imported 
textile products, particularly f rom the Far East. 
The Basic metal products sub-sector also 
recorded a decline in growth o f  3.9 percent. This 
was attributed to  the closure o f  most enterprises 
in the sub-sector. 

Outlook 

176. The sector i s  expected t o  continue 
registering positive growth aided by further 
i m p r o v e m e n t s  in t h e  m a c r o e c o n o m i c  
environment and incentives that have been 
provided by the Government, especially in the 
textiles sub-sector. In addition, the expected 
positive outturn in the agricultural sector i s  
expected to spur the food processing industry o f  
manufacturing. 

M A N U F A C T U R I N G  
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he Transport and communications sector 
registered a growth o f  8.5 percent in 2005 T compared to 6.4 per cent in 2004. This 

expansion emanated from the road and air 
transport, and communications sub-sectors. The 
rai l  transport sub-sector, however, continued to 
record a decline in performance, mainly on 
account ofpoor rai l  infrastructure. 

Railway 
Company 

RSZ 
TAZARA 
Total 

___ ___ 
. .__ _ _  

_ _ .  

Policy Development 

Cargo (mt) No. of Passengers 
2003 2004 2005 %Change 2003 2004 2005 %Change 

200512004 

601,870-"- 568,100- -622,560 9.6 927,366 *--829,913-' 841,322 1.4 
0.3 

- 200512004 
- . __ ;23 ~ 2 - 4 ~ - - -  __ -_ __ - - - (8.-2j - - ___ -- _ _ _  - ._ 

(2.3)- 
- _ _ _  270,000 340,000 332,017-- 

- _. ._ - _ _  - 1,422,7?0-- 1,133,339- 

- (2.6) 1 ,I 97,366 1 ,1 69,913 1 , I  73,339 
_ - . - - - - 2,024,580 1,803,341 1,755,899 

. __ - - - - - _ .  

178. The Government in 2005 approved the 
Information and Communications Technology 
(ICT) Policy. The policy w i l l  provide a 
framework for the overall development o f  the 
I C T  sector in Zambia. In addition, the 
Government undertook the review o f  the 
Telecommunications Act o f  1994 to bring it in 
line wi th current developments in the sub-sector. 

179. During the year under review, a private 
sector participation options study for the 
management o f  the Tanzania Zambia Railways 
(TAZARA) was conducted by the Zambia 
Privatization Agency and its counterpart agency 
in Tanzania. The study recommended various 
options on  how the private sector could 
participate in TAZARA, which included outright 
privatization, formation o f  a Joint venture 
company, or concessioning. The Government 
also commenced a comprehensive review o f  the 
Railway Systems o f  Zambia (RSZ) freight and 
passenger service concession agreement. This 
review was necessitated by the unsatisfactory 
performance o f  the Concessionaire. 

180. In the meteorology sub-sector, the 
Government commenced the process o f  
preparing a draft nieteological policy. Several 
consultations were undertaken with various 
stakeholders and the policy i s  expected to be in 
place by 2006. 

181. The Government continued w i th  thc 
implementation o f  institutional reforms in the 
road sub-sector. In this regard, the Roads 
Development Agency (RDA), the National Road 
Fund Agency (NRFA) and the Road Safety 
Agency (RTSA) created in 2004 become 
operational in 2005. In line with the PSD reform 
programme, the Government in 2005 also startcd 
the process o f  developing the Public-Private 
Sector Partnership policy. This i s  aimed at 
providing a framework that would stimulate 
private sector participation in construction, 
rehabilitation and maintenance o f  infrastructure 
in collaboration wi th the public sector. 

Sector Performance 

Kailway Transport Sub-sector 

182. The performance o f  the railway sub-sector 
continued to deteriorate wi th value added 
declining by 5.9 percent in 2005 compared to a 
decline o f  1.8 per cent in 2004. The continued 
poor performance o f  the sub-sector i s  mainly 
attributed to the poor railway infrastructure 
especially for RSZ. In the case o f  TAZARA, the 
continued lack o f  capitalization in the company 
has led to the low availability o f  wagons and 
locomotives. 

T R A N S P O R T  A N D  C O M M U N I C A T I O N S  
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Airport 

Lusaka 
Ndola 
Livingstone 

_ - __ __ - _ - - 

- . 

.183. Total cargo transported by  the railway 
industry declined by  2.6 percent in 2005 to 
1,755,899 M t  compared to 1,803,341 Mt in 2004. 
This decline was attributed to RSZ, where cargo 
transported declined by 8.2 percent. For 
TAZARA. cargo transported increased by 9.6 
percent (see table 11.1). The number o f  
passengers transported by ra i l  increased 
marginally by 0.3 percent to 1,173,339 during the 
year (see table 1 1.1). 

' % change 
. L  

2005 , - . - - _-. -_-_ _- _ _ _ _  -__- -_ 2004 
- . __ - __ - - - . , - - . 

Dom Int Total Dom Int Total 1 
62,918 327,332 390,250 61,620 358,609 ' 420,229 ~ 7.7 
27,443 51,901 79,344 30,763 46,374 77,137 ~ -2.8 . . - -- _- - ____ - - - - - - _ - - - - -- - _- . _ ___ -_ 
9,218 117,086 126,304 12,613-- 142,243 . 15435s' - -- - 22.6 --- 

Air Transport Sub-scctor 

Mfuwe 1 16,196 3,661 19,857 -~ 19,688 
TOTAL ~ 115,775 499,980 615,755 124,684 

184. Value added in the air transport sub-sector 
increased by 21.4 per cent in 2005 compared to 

3,015 22,703 ' 14.3 
550,241 674,925 ! 9.6 

18.1 per cent in 2004. This was primarily due to 
increased air traffic and passenger movements at 
major airports. Aircraft movement rose by 3.8 
percent to 38,344 in 2005 from 36,926 in 2004. 
This was on account o f  the introduction o f  new 
flights by the South African Airways and Angola 
Airline (see table 11.2). 

185. Passenger traffic grew by  9.6 percent to 
674,925 in 2005 from 615,755 in 2004. The 
Livingstone and Mfuwe Airports recorded the 
highest increase in passenger movements 
reflecting, the r ise in tourism activities in the 
areas (see table 11.3). 

Infrastructure Development in the Air 
Transport Sub Sector 

186. In 2005, the Government continued to 
undertake infrastructure improvements in the 
subsector. At the Lusaka International Airport, a 
sum o f  K16.7 bi l l ion was spent on rehabilitation 
o f  taxiways, fire hydrants and renovation o f  
facilities in the control buildings including 
installation o f  a main standby generator. 
Rehabilitation o f  taxiways and f i re hydrants was 
completed while renovations o f  facilities in the 
control buildings were 60 percent complete as at 
end-2005. 

change over cubicle for a standby generator set. 
As at end-December, the installation o f  the power 
supply generator was Completed, while the 
construction works were 95 percent done at a 
total cost ofK663 million. 

188. During the year, the works on  the 
extension o f  the runway to accommodate large 
aircrafts at the Livingstone Airport commenced. 
A total o f  K64.1 bi l l ion i s  expected to be spent on 
this project and auxiliary works such as the hood 
extractor system, extension o f  the apron and the 
car park. Construction works at Mfuwe airport 
were also on-going at an expected cost o f  K172 
mil l ion. 

187. A t  Ndola Airport, Government embarked 
on the construction o f  the International Arrivals 
Hal l  and installation o f  power supply automatic 
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Service Provider Type of service provided 2003 
Zamtel Fixed lines . 
Cell Z Mobile 55000 

.-- - -_ - _ _  _ _  _ _  - _ _ _ *  88,561 

189. During the year, the works on the extension 
o f  the runway to accommodate large aircrafts at 
the Livingstone Airport commenced. A total o f  
K64.1 bi l l ion i s  expected to be spent on this 
project and auxiliary works such as the hood 
extractor system, extension o f  the apron and the 
car park. Construction works at Mfuwe airport 
were also on-going at an expected cost o f  K172 
mil l ion. 

2004 2005 % change 200512004 
93,175 2.8 

60,000 96,593 * 61 .O 

~so;66~3 ~ _.....___, . . - . - .. ____. 

190. The rehabilitation o f  Solwezi and Mongu 
aerodromes were completed during the year at a 
cost o f  US $105,000 and U S  $lmi l l ion,  
respectively. At South Downs, rehabilitation 
works were on-going and were expected to cost 
K1.6 billion. 

MTN (Telecel) Mobile 45151 
Celtei Mobile 91,000 

Water Transport Sub-sector 

19 1. Traffic at the county's two main harbours 
generally increased in 2005. Mpulungu harbour 
handled 57.255 Mt o f  cargo in 2005 compared to 
46,3 14 metric tones (Mt) in 2004, representing an 
increase o f  23.6 percent. Mulamba harbour in 
Mongu, however, recorded decline o f  11.4 
percent to 97.4 M t  in 2005 from 108.5 Mts in 
2004. Passenger throughput at Mpulungu rose by 
9.4 percent to 8,135 in 2005 from 7,433 
passengers in 2004. The increase in traffic 
throughput can mainly be attributed to increased 
efficiency o f  the vessel operators, who undertook 
more trips, as a result o f  repair works camed on 
the vessels. At Mulamba harbour the number o f  
passengers declined by 3.9 percent to 1,596 in 
2005 from 1,660 in2004. 

83000 190,050 129.0 
270,000 700,438 159.4 

192. Dur ing the year under review, the 
Government procured an 80 seater water vessel 
for use at Lake Bangweulu, at a cost o f  K 1  billion. 
A further, K1 bil l ion was released for the 
purchase o f  another vessel for Lake Mweru. 
These purchases were aimed at improving the 
transport services on the two lakes. 

Conirnunication Sub sector 

193. Value added in thc Communications sub- 
sector grew by 9.4 percent in 2005 compared to 
5.0 percent in 2004. This was largely due to the 
expansion in network coverage by  mobile phone 
service providers. 

k lobi le arid Fixed Lines Segment 

194. The total number o f  active mobile 
subscribers on all the networks increased by 
114.5 per cent from 503.663 to 1,080,256 in 2005 
covering more than 80 per cent o f  the districts in 
the country. The growth was attributed to the 
reduced costs o f  handsets following the reduction 
o f  duty, expansion o f  coverage and provision o f  a 
variety o f  value added services. 

195. C e l t e l ,  p a r t i c u l a r l y ,  r e c o r d e d  a 
phenomenal growth o f  159.4 percent in the 
number o f  subscribers to 700,438 in 2005. 
Consequently, their market share grew from 53.6 
percent in 2004 to 72.0 percent in 2005. The 
subscriber base for MTN (formerly Telecel) grew 
by 129.0 percent in 2005 while that o f  Cell Z 
increased by 61.0 per cent. This resulted in the 
overall mobile teledensity increasing to 8.5 
percent in 2005 from 4.5 percent in 2004. The 
number o f  fixed telephone lines increased by 2.8 
percent from 90,663 in 2004 to 93,175 in 2005. 
This slow growth was mainly due to the s t i f f  
compet i t ion  f r o m  the mob i le  segment. 
Consequently the overall fixed line teledensity 
declined by 0.05 percent from 0.85 percent in 
2004 to 0.8 percent in 2005(see table 1 1.4). 

Internet Segment 

196. The total internet subscriber base grew by 
33.7 percent to 16,518 in 2005 from 12,352 in 
2004. Micro link recorded the most growth from 
590 subscribers in 2004 to 1,022 subscribers in 
2005, representing a 73.2 percent increase. 
Zamnet was second registering a growth o f  67.8 

I 
Total 279,712 i 503,663 1,080,256 114.5 

Source: Communications Authority o f  Zambia 
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OS 
Service Provider Type of service provided , 2003 2004 1 2005 1 % change 
.. . . . -. .. - 

Zamnet Internet 3,529 3,529 1 5,920 
Zamtei 3,983 3,983 1 5,539 
Coppernet 

I -- _. .. . .. . 

Internet 3,913 3,913 1 3,700 1 (5.4) 

Microlink Internet 346 590 i 1,022 I 13.2 , 
Uunet Internet 221 331 1 331 I 0.0 

Source: Communications Authority o f  Zambia 

197. The modest growth in the internet segment 
compared to that o f  the mobile segment could be 
attributed to a number o f  factors, which included 
the continued high cost o f  acquiring computers 
and l imi ted access to f ixed telephony, which 
f o r m  s t h e m a i n  t e 1 e c o m  mun i c a t  i o n s  
infrastructure for Internet access. In addition, the 
lack o f  a national telecommunication backbone 
also contributed to the modest growth in the 
internet segment. The telecommunication 
infrastructure backbone constitutes the main 
telecommunications carrier o f  traffic in the form 
o f  an optic f ibre network spanning across the 
country. 

Telecentres segment 

198. The  number o f  l icensed Telecentre 
operators increased by 8.9 percent to 501 from 
460 in 2004. The main services in these 
telecentres include f ixed and cellular voice 
services internet services, photocopying and 
faxing. In order to encourage the growth o f  the 
sub-sector, the Government in 2005 init iated the 
rev iew o f  the legal framework aimed at 
facil i tating the removal o f  the license fees 
associated to  setting up oftelecentres. 

Outlook 

199. The continued expansion o f  the economy, 
especially in the mining, agriculture and tourism 
sectors i s  expected to  spur growth in the transport 
and communications sector. The mobi le  segment 
is also expected to  continue growing due to  
increased investments by the service providers. 
Prospects are also high in the ICT sub-sector. This 
i s  in v iew o f  the commencement o f  the 
establishment o f  an optic f ibre infrastructure 
backbone network. The infrastructure i s  expected 
t o  r e d u c e  t h e  cos t  o f  c o m m u n i c a t i o n  
significantly. 
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n the year under review, the construction 
sector continued to register positive growth. I Preliminary data indicates that value added in 

the sector increased by  19.9 percent compared to 
20.5 percent in the previous year. Growth in the 
sector continued to be driven by activities in the 
road sub-sector and residential housing. In 
addition, infrastructure development in , the 
copper mines, particularly in the North Western 
and Copperbelt provinces also contributed to 
growth in the sector. 

Project 1 Work Description 
~ 

Sector Performance 

Status ~ Financing 
I 

~ AmountinKbn 1 Source 

Road sub-sector 

, 
Kashikishi-Lunchinda Rd i Rehabilitationlupgrading 
Mumbwa-Landless Corner Rd 1 Rehabilitationlupgrading 

~ 

j 
Livingstone-Sesheke Road 1 Rehabilitationlupgrading 

i 
i 

Accelerated urban roads I rehabilitation of Urban roads 
Chingola-Solwezi ,Nyimba Katete ~ Periodic Maintenance 
Makeni - Kafue Routine maintenance 
Bailey bridges and pontoons in Luapula, 
Central and Northern Provinces 
Lusaka- Mongu and feeder roads along the 
corridor 
Dundumwezi to ltezhitezhi 

Installation and maintenance 

Rehabilitation/ Maintenance 

~ feasibility study and Axle Load 

201. The Government continued with the 
construction, rehabilitation and maintenance o f  
the road infrastructure. Road works amounting to 
K 147 billion were commissioned during 2005 
and included K4.7 bi l l ion for bailey bridges and 

I 

On going 2 GRZ 
1 Okm ~ 3.5 GRZ 
rehabilitation ~ 

using soil fix 1 
Settlement of 1.8 GRZ 
counterpart 
arrears 
On-going 58 RoadFund 
Ongoing 79 Road Fund 
Completed 5 I Road Fund 

I 4.7 I RoadFund 
i 

167 km I Donor 
completed ! 

, Donor 

, 

pontoons for Luapula, Central, Northern and 
Lusaka provinces. The major road works 
undertaken included the Chingola Solwezi road, 
the Petauke Katete road and urban road 
rehabilitation. The estimated number o f  
kilometers maintained in the ycar under review 
was 3,398. 

1 Control 

202. Government direct funding to the road 
sub-sector in the year under review was K247.5 
bi l l ion against the budgeted K349.2 billion, 
representing 71 .O percent o f  the budget 
allocation. Most o f  the disbursed funds went 
towards offsetting accrued debt. In this regard, 
K118.1 bi l l ion out o f  a K342.6 bi l l ion owed to 
contractors was paid during the year. 

203. Under the Poverty Reduction Programme, 
K72.0 bi l l ion was released for rural roads 
development out o f  the total budget o f  K80.0 
billion, representing 84.3 percent o f  the budgeted 
funds(see table 12.2). 

I I 
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Central 515.9 
. _ _. . . . - - ,. _ _ _ _  . -1 - ._ - 

Copperbelt 484.9 1 3.7 

' 9.9 Eastern 515.6- 

Luapula 492.6 ' 3.1 
I 

, 
I 

Lusaka 125.4 , 3.1 
I 

Building sub-sector 

119.3 km completed while procurement of 
works were in p 9 [ e s L o c 5  roads,_ . . 

154.25 km completed, 9 km of pothole 
stabilization and patching for 1 road while 
procurement of works were on going for 
another road 
271 km completed while procurement of works 
were in progress for 4 roads. 
1 culvert completed, 277 km completed while 
procurement of works were in progress for 4 
roads 
20 km completed, ongoing works on 93.4 km 
while procurement of works were in progress 

. 

- 

204. In the year under review, there was a 
notable increase in private sector investment in 
the sector. The major private sector works 
included shopping malls, office buildings, hotels 
and housing projects in various parts o f  the 
country. Particularly, there was a notable increase 
in housing construction during the year. As a 
result o f  increased construction activities, cement 
production increased to 571,064 Mt in 2005 from 
509,285 Mt the previous year. Because o f  the 
rapid increase in demand, the local producer o f  
cement announced plans to set up a new plant in 
Lusaka at an estimated cost o fUS SI40 ini l l ion to 
be operational by  2008. In addition, another 
company also coniinenced the process o f  setting 
up a cement company on the copperbelt at an 
estimated cost o f  US $27 million. 

NNVestem 1,209.2 1 16.9 

Southern 3,72.6 12 

205. During the period under review, the 
construction o f  the New Chirundu Bridge and 
Katimamulilo border infrastructure continued, 
particularly, the freight terminal and the 
passenger control buildings. A total o f  K28.7 

Table 12.2: Status on Rura l  Road Development, 2005 

bridge stalled while procurement of works were 
in progress for 6 roads. 
174 km completed, pothole patching completed 
241 km while procurement of works were in 
progress for 2 roads. 
358.2 k m comdeted while works were on 

bi l l ion to new Chiruiidu bridge and K1.4 bi l l ion 
to Katimaniulilo bridge infrastructure. The works 
at Katima Mul i lo  stalled due to contractual 
hitches. During the year, several Government 
Ministr ies and institutions were accommodated 
in the New Government Complex. 

Outlook 

206. Growth in the construction sector i s  
expected to remain strong in 2006 due to 
increased investment activities in the economy. 
This i s  particularly, premised on the large 
infrastructure projects that are underway such as 
road rehab i l i t a t i on  p rog ramme by the 
Government and donors, the Konkola Deep 
Mining Project by K C M  and the development o f  
the Lumwana mine. Other notable projects are 
the expansion o f  the Livingstone International 
Airport. The continued growth in residential 
housing, especially in the urban centres, where 
there i s  a large shortfall in supply, and ongoing 
investments in hotels and shopping malls, are 
expected to also stimulate construction in 2006. 

4969.4-- _ _  . ._. 1 - 1 wecejnprogress-for 8 roads. _ 
TOTAL 72 I 1707.95 km completed 

Source: Ministry o f  Works and Supply 
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Overview 

he education sector continued to register 
progress in 2095, especially with regard T to access, retention and completion at the 

basic school level. The gender panty at basic 
school level also improved significantly. A t  high 
school level, although access increased, it 
remained low compared to the basic school level  
due to limited classroom space. Generally, the 
rural provinces considerably lagged behind with 
respect to education provision at both basic and 
high school levels. During the year, funding to 
the sector improved, although the sector 
continued to face a critical shortage ofteachers as 
well as teaching and learning materials at a l l  
levels. 

P o l i c y  D e v e l o p m e n t s  a n d  
Measures in 2005 

208. The Government continued to implement 
the Free Bas ic  Educat ion  p o l i c y  and 
interventions to remove barriers to education for 
Orphans and Vulnerable Children (OVCs) and 
Children w i th  Special Educational Needs 
(CSEN). Policy directives on HIV iAIDS were 
also executed. The Technical Education, 
Vocational and Entrepreneurship Training 
(TEVET) Fund, which i s  intended to support the 
provision o f  sk i l l s  training by the TEVET 
training providers, was established during the 
year. 

Basic school sub-sector 

Enrolnients 

209. Total pupil enrolments at the basic school 
level (Grade 1-9). increased by 13.1 percent to 
2,848,357 in 2005. Male enrolments increased by 
12.1 percent to 458,329 and accounted for 51.2 
percent o f  total enrolments, while female 
enrolments rose by 14.1 percent to 1,390,028 and 
accounted for 48.8 percent o f  total basic school 
enrolments. The gender parity ratio at the basic 
school level improved from 0.93 in 2004 to 0.95 
in 2005 (see table 13. I). The continued growth in 
the basic school enrolments was in part as a result 

o f  the free basic education policy, sensitisation 
programmes, School Health and Nutrition (SHN) 
programme and the provision o f  bursaries to 
OVCs. A total o f  K 3  bi l l ion was disbursed to over 
14,000 deserving OVCs in 2005. 

Table 13.1: Enrolments at Basic Schools level by 
Gender, 2003-2005 

Source Ministry of Education 

2 10. At regional level, enrolments increased in 
all  the provinces with North Western province 
recording the highest growth (see table 13.2). 
There were, however, wide disparities in terms o f  
gender balance. The gender parity ratio was 
highest in Lusaka province at 1.04 followed by 
the Copperbelt province at 1.02. Central and 
Southeni provinccs recorded a gender parity ratio 
equivalent to the national average, where as 
Eastern, Luapula, North Western, Northern and 
Western provinces had gender parity ratios below 
the national average o f  0.95 (see table 13.2). 

2 11. Consistent with the r ise in enrolments, the 
national Gross Enrolment Ratio (GER) improved 
to 104.6 percent in 2005 from 93.1 percent in 
2004 (see table 13.3). Significant gains were 
made in the GER for females, which rose to 10 1.8 
percent from 86.4 percent in 2004. The GER for 
males increased to 107.4 percent from 93.2 
percent in 2004. The Ne t  Enrolment Ratio (NER) 
also continued to improve, with the national 
average increasing to 92.3 percent from 82.7 
percent in 2004. The greatest gains were made 
with regard to the NER for females, which 
improved to 91.7 percent from 78.2 percent in 
2004, almost equalling that o f  boys, which was 
92.9percent (see table 13.3). 
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Enrolments i Gender Parity Index 

. .. . 2004- -. _ _  2005.1 - %chanL!e _. _. . .. 2004 ! 2005 
I 

212. Although both gross and net enrolments 
improved, there were large disparities between 
provinces. The Copperbelt province had the 
highest GER o f  121.7 percent fol lowed by 
Southern and Northern provinces at 115.2 
percent and 11 3.7 percent, respectively. The 
other provinces had their GER below the national 
average with Eastern province recording the 
lowest (see table 13.4). Milenge Distr ict in 
Luapula Province was the worst performing 
district withaGERof23.0percent. 

I 
I 363,883 _ _  394,603 I 8.3 0.86.' - - - - _. - - - - * - -  ._ Northern 

Southern j 352,910 398,428 12.6 0.94 

Western 171,317 190,633 11.3 0.92 

National 2,519,141 2,848,357 13.1 0.94 

213. The completion rates for both male and 
female marginally improved in a l l  provinces (see 
table 13.5). The national average completion rate 
in 2005 was 42.7 percent compared to 38.5 
percent in 2004. The completion rate for  boys 
was 46.4 percent compared to  39.1 percent for 
females. The l o w  completion rates for  females i s  
mainly due to  some cultural beliefs, wh ich  tend to 
discriminate against the girl child. Although 
completion rates improved at grade nine level, in 
comparison w i t h  grade seven level, they 
remainedverylow (see table 13.5). 

. 0.88 

0.95 

0.93 

0.95 

_ _  __. . _ -_ - . . . - 
Female . - _ _ _  

-Male- . .. . ... . . - 
Average 

Female 
Male 
Average 

~ _ _  

ED U C AT10  N 

2003 1 2004 1 2005 Change 200512004 

. - - - - - - Gross Enrolment Ratio 
- - . _ - . - __ ._ . - - .- - - - - . 

- -  84.7 ; - 86.4- - - 101.8- _ 1 5 4  ._ . ___._ - 

.. . - . - ._ . - ;;+ , ._..__ - .__ 93.23 . lo??- - .. . .._14.2. . 
93.1 . 104.6 11.5 

77.2 1 78.2 91.7 13.5 

78.8 t--- 82.7 92.3 9.6 

Net Enrolment Ratio 

80.5 80.7 92.9 12.2 _ _  _ _ _ ~ ~  
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2004 

Table 13.4: Basic School (Grades 1-9) Gross Enrolment Ratios by Gender and Province 2004 -ZOOS 
2005 

.. . -_ - . . - - - - . . -_ - - _ _  . -_ __ - - - - . - . 
2004 

Total Male Female Total 
Central 98.2 115.7 109.7 112.7 

121.7 121.8 121.6 Copperbelt 104.8 
81.0- 78.9 734  83.2 Eastern 

Lusaka 80.3 91.4 93.5 
N. Western 96.5 114.6 * 104.7 109.6- 
Northern 106.2 120.8 106.6 11 3.7 
Southern 103.1 119.3 111.1 115.2 
Western 88.4 101.6 93.8 97.7 
National 93.1 107.4 101.8 104.6 

._ - - .. . . 1  .. . __. . ._ 
_ . _  . _. _. - - I _ _ _  - ._- -.. 

Luapula 84.7--- - -  - - - 982 89.7 94.0- - 

.. . . 
92.4 

- . . .  . _ _  - -  . 
__ - - - .  . - .  . . . . - - -. - ._ - -. - - . 

___ 

Source: Ministry o f  Education 

lbachcrs Situation sit the Basic School School Infrtistructure and Education 
1,evcl Materials 

2005 Grade7 2005 Grade 9 

214. The number o f  teachers at the basic school 
level declined by 7.4 percent to 42,362 in 2005, 
from 45,761 in 2004. The national basic school 
requirement was estimated at 48,357, leaving a 
shortfall o f  5,595 teachers during the year. 

Pupil-Tcachcr Ratio 

Lusaka 
N. Western 
Northern 
Southern 

Western .- 
National 

2 15. The national average pupil-teacher ratio at 
the basic school level worsened to 55.3 in 2005 
from 52.6 in 2004. This was against the national 
recommended ratio o f  not more than 45.0. 
Northern province had the highest pupil teacher 
ratio o f  70.8 followed by Eastern and Central 
provinces at 62.4 and 58.5, respectively. The 
ratio was lowest in Lusaka and Copperbelt 
provinces where i t  was 42.8 and 49.0, 
respectively(see figure 13.1). 

83.1 __  38.7 71.9 54.6 1 63.3 36.6 I 26.9 31.9 

70.2 33.6 65.5 ! 48.0 ~ 56.8 27.4 20.0 23.8 
I 80.9 44.1 83.7 1 61.7 , 72.7 51.1 36.7 ~ 43.9 

72.0 38.5 87.6 1 74.3 ! 80.9 46.4 ~ 39.1 1 42.7 

65.4 39.0 92.3 I 64.8 1 78.5 40.0 29.1 34.6 

- _ _  60.7-- 30.0 75.5- 1. -. 62.5 _ _ _  69.0 . _._ 38.0 i- . . 299  . 33.9 
I 

216. The number o f  basic schools in 2005 
increased by 15.2 percent to 7,543. Out o f  this 
total, 4,969 or 65.9 percent were run by  
Government. 

2 17. During the year under review, the supply o f  
education materials to basic schools improved as 
a resul t  o f  increased purchases by the 
Government. The Government spent a total o f  
K1.5 bi l l ion to procure 234,000 text books. In 
addition, a total o f  K4.1 bi l l ion was spent to 
purchase text books and Teachers' Guides for 
Grade 1. As a result, the book-pupil ratio at basic 
school increased to 7.5 in2005 from 6.4 in 2004. 
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igure 13.1: Basic school Pupil Teacher Ratio 2003-2005 
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2003 - 2004 2005 
12.13- 18.8 . -  _ _  19.41 
15.04 24.1 24.07 
13.9 16.5 21.7 

H igh  School Sob-Sector 
Table 13.6: Gross Enrolment Ratio (Percent) at high 

Enrolments 

218. Enrolments at the high school level 
increased by 5.9 percent to 167,612 from 
158,238 in 2004 (see figure 13.2). The increase 
was partly as a result o f  an expansion in the 
number o f  high schools to 322 from 3 19 in 2004. 
In addition, some basic schools were upgraded to 
high school level, thereby contributing to the 
increase in enrolments. 

219. The Gross Enrolment Ratio at the high 
school level, however, remained very low at 21.7 
percent, indicating that access to high school 
education was s t i l l  relatively limited. In 
particular the GER for females was 19.4 percent 
compared to 24.1 percent for males (see table 
13.6). 

High School Sub-Sector Teacher 
Situation 

220. The number o f  teachers at the high school 
level increased by 20.8 percent to 9,833 from 
8,143 in 2004 (see table 13.7). This was mainly 
due to the direct recruitment by high school 
boards. 
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Figure 13.2: Enrolments in High School, 2003-2005 
I I 

19.6 1 24.7 22 22 18.6 23 23.2 19.6 24 21.8 

2 0 0 3  2 0 0 4  2 0 0 5  

Y e a r  

22 1. The pupil-teacher ratio at high school level 
improved to 2 1.8 in 2005, from 22.3 in 2004. The 
Copperbelt province had the highest ratio at 24.7 
fo l lowed by Western and North-western 
province at 24.0 and 23.0, respectively (see 
figurel3.3). The lowest was Lusaka province 
witha pupil-teacherratio o f  18.6. 

Tertiary Education Sub-sector 

Teacher Education 

222. During 2005, there were a total o f  14 
Government run colleges o f  education and nine 
privately run registered colleges providing 
teacher training. Total enrolments in the 
Government run colleges increased by 31.5 
percent to 1 1,526 in 2005 from 8,763 in 2004 (see 
Table 13.8). A total o f  5,763 graduated from 

Figure 13.3: High School Pupil Teacher Ratio, 2003-2005 

these colleges in 2005 compared to 4,382 in 2004, 
representing an increase o f  3 1.5 percent. 

223. To address the teacher shortage at Grades 8 
9, four diploma classes were opened at Muful ira 
and David Livingstone Colleges o f  education on 
a pilot basis. In order to improve the conditions in 
the colleges o f  Education the water systems and 
hostels were rehabilitated and furniture procured. 

224. Most o f  the infrastructure in almost al l  the 
teacher training colleges, however, was in a 
deplorable state. The libraries are full o f  outdated 
materials and also require restocking if they are to 
meet the expectations in ternis o f  quality. During 
the year, the Government using PRP funding 
rehabilitated lecturers’ houses at Mansa, Kasama, 
Chipata, and Ki twe teachers training colleges. 
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University Education 
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225. Total enrolments at the country's two 
public universities increased by 14.7 percent to 
12,900 in 2005 from 11,245 in 2004. Enrolments 
at the University o f  Zambia (UNZA) and 
Copperbelt University (CBU) increased by 13.4 
percent and 18.2 percent, respectively. Out of the 
total enrolments o f  12,900 in 2005, UNZA 
accounted for 71.7 percent, while the CBU 
accounted for 28.3 percent (see table 13.9). 
UNZA enrolled a total o f  9,249 students in 2005 
out o f  which 5,780 were male and 3,469 were 
female giving a gender parity ratio o f  0.6 
compared to 0.55 in 2004. CBU enrolled a total o f  
3,65 1 students, out ofwhich, 723 were female. 

296; ~- 384 680. 510 755 I 1265 766 1258 ' 2% 

22oi 156 -376 345 337 1 682 ' 356 474 ~ 830 
_ _  251, _. . 313 564 -204. _-.?OO I... 404.!--. 424 *.._ .- 7 0 2 1  1126 

226. The gender parity ratio at university level 
has continued to be low at 0.48 in 2005 from 0.46 
in 2004 and 0.43 in 2003. This was despite the 
affirmative action being taken by both Bursaries 
Committee and the two universities. 

Mufulira... 222 .. 3 6 L  . 321. . _. 424 

COSETCO 1 281' 216 497, 120 85 
Solwezi 206 402 385 423 

, 

227. The two universities continued to face low 
staffing levels and high indebtedness to utility 
companies and various creditors. Furthermore, 
the level o f  funding to these institutions remained 
low and was only sufficient to cover personal 
emoluments. In 2004, the two institutions had 
received some funds under the Poverty 
Reduction Programme (PRP). CBU had received 
K2.3 billion and the UNZA K4.9 billion. These 
funds were mostly utilised in 2005 for 
rehabilitation works. 

. -745 242.- .. 682- r---iC 
808 ' 416 580 I 996 
205 , 248 260 202 

Table 13.9: Enrolments at the UNZA and CBU by Gender, 2003 - 2005 

- - _ _ _ _  

-cF--. 
UNZA- 
TOTAL 

- .2003-- __ _ _ _  * _ _  - _ _ _  _ __?O!!?__ - _ _ _  _ _ _ _  . - - *_2oo_s - _ _ _  
Male Female Total ~ Male [ Female Total Male Female Total - 

4,822 2,494 7,316 1 -5,25? ' 2,095 7,346 - ,- 5,781)__ _ _  3,469 9,249 
6,861 2,989 9,850 ! 7,716 1 2,720 10,436 ~ 8,708 4,192 12,900 __ 

_ _ _  2,039 _. . 495- . .- 2,534- ' 2,465 - E? . . 31090- - i 2,928 _. 3,651 
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Te c h n i c a 1 ,  Vo c a t  i o n a I a 11 (1 
Entrepreneurship Training suh- sector 

228. During the year under review, the 
Technical, Vocational and Entrepreneurship 
Tra in ing  (TEVET)  sector cont inued t o  
experience growth both in terms o f  number o f  
institutions and enrolment. The number o f  
registered institutions providing technical and 
vocational training rose to 3 19, from 3 14 in 2004. 
Most o f  these institutions were in Lusaka 
province, totalling 106, fol lowed by the 
Copperbelt and Southern Provinces with 7 6  and 
47, respectively (see table 13.10). Out o f  the 
total o f  the 3 19 TEVET institutions registered in 
2005, a total o f  58 or 18 percent o f  the total were 
run by  church organisations while those owned 
by government were 50 or 16 percent o f  the total. 
Student enrolments in the TEVET institutions 
increased by 5.4 percent to 27,986 in 2005 (see 
table 13.10). This increase was consistent wi th 
the increase in the number o f  the institutions 
registered under TEVETA in 2004. 

2004 2005 % Change 200512004 

__ _ _  ____ - 1 19.9 - - - .-_106.0- .___ __ __ _ _ _  -. . . (?0.9) 
76.0 __________,__ 76.0 _ _ _ _  __ ._ - -_- -.I 

238. A total o f  U S  $4m was invested in the 
rehabilitation and re-equipping o f  various 
training institutions across the country. These 
included the Northern Technical College 
(NORTEC) in Ndola; Technical and Vocational 
Teachers College (TVTC) and Luanshya Trades 
Training Institute in Luanshya; K i t w e  Vocational 
Training Centre (KVTC); Mansa Trades Training 
Institute and Mansa Ski l ls  Training Centre; 
L i v ings tone  Ins t i tu te  o f  B u s i n e s s  and 
Engineering Studies (LIBES): and Mwinilunga 
Trades Training Institute. The rehabilitations 
were made possible wi th the assistance o f  
cooperating partners through the TEVET 
Development Programme, 

Central 9.0 

Southern 30.0 
North-western 4.0 

229. The major constraints faced during the 
year were largely inadequate human resources 
due to high staff turnover. In addition, obsolete 
and inadequate equipment and training materials 
continued to affect TEVET institutions. . 

__ 11.0 15.0 36.4 

37.0 47.0 27.0 

12.0 13.0 8.3 

Table 13.10: Registered TEVET institutions by province, 2003-2005 

Northern 8.0 15.0 

7.0 _. - - _ _  - 23.0- 
Eas_tern ._. . _ _  _ _  - _ _ _  __ !3P-.. . - __ - _. !LO-. 

7.0 7.0 

1 254.0 314.0 

_ ._ Western-- . ._ . _ _  

_- - 
Lu_aPJ!a _ _ _  ._ . __. - _. _. .- . __ 
TOTAL 

13.0 (1 3.3) 

. - - - - 24.0- - - - _ _ _  - - _ _  - . . I@) 
- __ 1 5 L L -  - _ _  25.0 

10.0 - . -  42.9- 
319.0 1.6 

- - __ - - - . __ .. 

E D U C A T I O N  

Male 
Female 

Total 

16,455 17,260 4.9 12,439 1 
9,782 10,104 10,726 6.2 

22,221 26,559 27,986 5.4 
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Poverty Reduction Programmes 

230. During 2005, a total ofK13.8 bi l l ion was 
disbursed under the PRP funding to the education 
sector. The majority o f  the PRP funding in 2005, 
amounting to K6.9 bi l l ion was disbursed for the 
construction o f  teacher's rural houses. The other 
programmes supported were bursary schemes 
and community schools which took up K3.4 
bi l l ion a K1.4 billion, respectively. However, 
most o f  the PRP funds were disbursed late in the 
year and the activities w i l l  be carried out in 2006. 

231. With regard to TEVET, a total o f  K1 
bil l ion was disbursed as PRP funding. This was 
mostly used for rehabilitation o f  hostels at 
Lukashya and Mansa Trades Training Institutes 
and the construction o f  classroom blocks at 
Mongu and Solwezi Trades Training Institutes. 
An additional K400m was used to procure 
kitchen equipment for selected training institutes 
offering boarding facilities. 

Financing of the Education Sector 

232. Financing to the education sector 
improved compared to 2004. Atotal o f  K1,593.7 
bi l l ion was disbursed to the sector, out o f  which 
66.5 percent was from the Government and 33.5 
percent from cooperating partners (see table 
13.11). 

Domestic Resources 

233. The Government budget allocation to the 
education sector in 2005 was K 9  13.5 billion. By 
the end o f  the year, a total o f  K1,062.6 billion, 
representing 116.3 percent o f  the budgetary 
allocation was released. The budgetary release 
in 2005 represented 22.6 percent o f  the 
discretionary budget, down from 22.7 percent in 
2004. Out o f  the budgetary releases in 2005, a 
total o f  K618.8 bi l l ion or 71.0 percent was for 
personal emoluments. 

Source: Ministry of Education and Ministry of Finance and National Planning 
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Overview 

he health sector recorded improvements 
in systems developments and process T indicators such as the immunization 

coverage and availability o f  basic drugs. Health 
service delivery output indicators, howcvcr, 
improved marginally. Malaria continued to be 
the leading cause o f  both mortality and 
morbidity. In addition, the human resource 
position and infrastructure remained inadequate, 
thereby constraining smooth delivery o f  health 
care services. During the year, Zambia was 
enlisted by thc World Health organization 
(WHO) as apolio-free country. 

Policy Developments 

235. In order to meet the target o f  rolling ARVs 
to a population o f  100,000 patients b y  the end o f  
2005, a key policy development in 2005 was the 
introduction o f  free Anti-Retroviral (ARV) 
drugs. Further, the National Health Services Act 
and the Radiation and Ionizing Acts were 
repealed. The repealing o f  the Acts was aimed at 
strengthening health care service delivery. 

Sector Perforrnance 

Disease Burden 

236. During the first half  o f  2005, there was 
generally a marginal decline in the incidence o f  
all diseases and mortality. Mortality, nevertheless 
remained high with, the first five causes o f  death 
being Malar ia,  Tuberculosis, Diarrhoea, 
Pneumonia and trauma-related diseases (see 
table 14.1). 

Ma lar ia  

237. Malaria continued to be the leading cause 
o f  morbidity and mortality. The incidence rate, 
however, decreased to 200 per 1,000 population 
in the first half  o f  2005 from 214.4 per 1,000 
population during the same period in 2004. 
Similarly, deaths attributable to malaria declined 
to 4,139 in 2005 from 4,765 in 2004. 

238. The decline in malaria incidence and 
mortality rate was mainly due to preventive and 
curative measures put in place such as Insecticide 
Treated Nets (ITNs), Indoor Residual Spraying 
(IRS), and Coartem use. The IRS coverage in 
2005 was 217,340 households covering f ive 
districts against the target o f  56,000 eligible 
households. The proportion o f  pregnant women 
receiving Internlittent Presumptive Treatment 
(IPT) improved from 22 percent in 2001 to 75 
percent in 2004. As for the percentage ofpregnant 
women sleeping under ITNs, this improved from 
11 percent in 2001 to 16 percent in 2004. In 
addition, the percentage o f  malaria cases being 
appropriately treated with Coaltern in the target 
districts improved from nil in 2001 to 35.6 
percent in 2004. 

Respiratory lnfectioris 
(Non-Pneumonia) 

239. There was a significant decline in deaths 
recorded attr ibutable to non-pneumonia 
respiratory infections in 2005, which stood at 432 
compared to 633 while the incidence rate at 78.7 
percent, remained almost at the 2004 level. 

240. Tuberculosis (TB), which i s  one o f  the 
major  health non-pneumonia respiratory 
infections, remained one ofthe first five causes o f  
mortality, despite management o f  TB recording 
tremendous improvement in recent years. The 
Directly Observed Treatment (DOTS) coverage 
as at end-2002 stood at 100 percent while the cure 
rates progressively improved over the years from 
50 percent in 2001,67 percent in 2002, and 72.5 
percent in 2003. The case detection rate o f  all 
forms o f  T B  stood at 81 percent, slightly below 
the target o f  85 percent. Case detection rate for 
smear positives stood at 60 percent in 2005, 
against the 70 percent target. Given the long 
duration o f  treatment for TB, i t  was not possible 
to give progress on indicators for 2004 and 2005 
as the cohorts for these years are still being 
evaluated. 
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Table 14.1: Top Ten Disease, 2004 and 2005 
I Diaanosis Incidence? 

Source: Ministry o f  Heal th  
*based on second quarter data 

24 1. In order to improve the cure rate for TB, 
the 4 Fixed Dose Combination (4FDC) was 
piloted in Central province and w i l l  be scaled up 
to other provinces. One o f  the constraints in the 
conventional treatment o f  TB was that patients 
had to take a large number o f  tablets, usually 9 to 
16 per day for 2 months (initial phase o f  
treatment), followed by 3 to 9 tablets daily for 4 
to 6 months in the continuation phase. Using 
4FDCs, the numbers o f  tablets to be taken are 
reduced to as few as three or four per day for the 
whole course ofthe treatment. 

HIV/AIDS 

242. HIVIAIDS, which ranked number 21 in 
terms of morbidity, was the second leading cause 
o f  mortality with 2,693 in-patient deaths and 
Case Fatality Rate (CFR) o f  230.1 per 1,000 
populat ion.  Accord ing  t o  the Hea l th  
Management Information System (HMIS), the 
number o f  people contracting HIV in 2005 
declined to 3.5 cases per 1,000 population from 
3.9 cases per 1,000 population in 2004. This 
outturn could be largely attributed to the positive 
impact o f  sensitization programmes. 

This improvement could be attributed to the free 
ARVs, which are now easily accessible by 
clients, including sensitisation. The provision o f  
free ARVs also improved resulting in 42,000 
patients reached in 2005 from 15,000 patients in 
2004. 

Polio 

244. Zambia, in 2005, was certified polio free 
by the World Health Organisation. As a result the 
country was enlisted to countries whose polio- 
free documentation i s  accepted worldwi 

Integrated Reproductive Health 

245. The number o f  health workers both public 
and private trained in revised syndromic 
management o f  sexually transmitted infections 

improved to 2,263 against the target o f  2,890 by 
M a r c h  2005. I n  addit ion, sensit izat ion 
programmes on various reproductive health 
issues were undertaken in the public media, 
which included 13 television programme series. 

243. The number o f  clients counselled and 
tested for HIV improved from 450,000 in 2004, 
to 725,829 in 2005, against the target o f  707,755. 
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I 2004 
HealthCenter-Oufpa$enfPercapha Attendance I 2003 0.86- ~ Or76 
indicator 

Average Antenatal Visits i 3.3 3.1 

1- - . _. - . 

First Antenatal Coverage (%) 95 i 97 
1 

- _ _  . - .. -. . . - __ - - - - - - - - - - - - _ _  

246. The number o f  superviscd deliveries 
increased from 39 percent in 2001, to 61 percent 
in 2004 and to 66 percent by third quarter o f  2005 
(see table 14.2). The main challenges in this area 
included shortage o f  appropriately trained staff, 
social cultural factors leading to delays in 
seeking health care, poor transport resulting in 
delay in reaching health facilities. The poor 
quality o f  antenatal care, inadequate appropriate 
infrastructure and equipment as we l l  as 
inadequacy o f  dnigs and other essentials also 
contributed to these challenges. 

2005' 
0.7 
90 
3.6 

_ _  

- _ _  _ _  

Child Health and Nut r i t ion  

Undelweight prevalence(%weight) 
New FamilyPbnnhg AccGtors Rate per I000 
Health Center Staff Load I 17 17.4 
Drug Kits Opened per 1000 patients. 0.73 ' 0.93 

_ _  
123 1 27 t . . .- 

i 

247. Full immunization coverage in 2005 
improved and reached 90 percent compared to 80 

Table 14.2: Health Service Deliverv Indicators.2003-2005 

.. 
io4.6 
17.5 
1.18 

percent in 2004. Coverage rates for measles, 
DPT3 and polio was in the range o f  80 to 85 
percent while that o f  BCG was above 90 percent 
ofthe eligible populations. 

Human Resource Situation 

248. Thc human resource situation in 2005 
remained inadequate with al l  categories o f  staff 
estimated at less than 50 percent o f  the 
recommended operational capacity (see Table 
14.3). The worst hit  category o f  staff was nurses 
and other paramedics. This was due to poor 
conditions o f  service resulting in brain drain as 
well as the slow pace o f  rccruitment. This critical 
shortage o f  staff has affected the service 
provision through out the country. 

Soorce: Ministry o f  Health 
*: As at quarter 3 

249. The drug supply situation continued to 
improve in 2005 as 14,380 health centerkits were 
imported at an estimated cost o f  US $3.1 mil l ion 
compared to 12,500 kits imported in 2004. This 
resulted in an improvement o f  drug kits opened 
per 1,000 patients to 1.18 from 0.93 in 2004. 

Infrastructure and Equipment 

250. Construction o f  17 rural health posts was 
completed and 37 others were under construction 
in 2005. Out o f  the 17 health posts constructed, 
10 o f  them received medical equipment. Work 
also commenced on the rehabilitation and 
extension o f  20 rural health centers that were 
awarded contracts in 2004. Currently, there are a 
total o f  1,2 10 health centres out o f  which 973 are 
in rural areas and 237 urban areas. 

251. During the year, the Kafue District 
Hospital was opened to the public Further, 
construction works on the new hospital in Isoka 
commenced and four Nursing Schools were 
under Construction. Furthermore, constmction 
o f  a radiotherapy centre at the University 
Teaching Hospital was about 85 percent 
completed in 2005. 

Finalicing ofthe Sector 

252. Total budget releases to the health sector 
were K480.0 billion, which was above budgetary 
allocation by  11.1 percent o f  K432.0 billion. O f  
the total releases, K394.9 bi l l ion was meant for 
poverty reduction programmes. As a share o f  the 
total discretionary budget, releases to the health 
sector in 2005 decreased to 10.2 percent 
compared to 12.0percent in 2004. 

H E A L T H  
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Staff category 
- Doctors 

Nurses 
- Clinical officers 

2003 2004 2005 % Change Recommended Variance 
756 693 6 4 6 ,  ___ ( 6.8) 2,300 1,654 

8,665 8,356 8,369 0.2 22,332 13,963 
1,338 1,165 1,161 (0.3) 4,000 2 ,839 

Source. Ministry o f  Health 

253. By June 2005, a total o f  US $38.8 mil l ion 
was received from the Global Fund to fight 
malaria, T B  and HIVIAIDS. Further, US 
$254,414 was received through ZANARA to 
support various HIV/AIDS activities such as 
implementation o f  multi-sectoral behavioural 
change, distribution o f  free condoms, expansion 
o f  access to safe blood, expansion o f  programmes 
targeting high risk groups and expansion o f  
access to quality Prevention o f  Mother to Child 
Transmission (PMTCT). 

H E A L T H  



Overvicn 

u r i n g  the per iod  under review, 
Government continued to facilitate the D main streaming o f  gender in policies and 

programmes in order to make development 
gender responsive. In this regard, the institutional 
framework was further strengthened by the 
establishment o f  addit ional gender sub- 
committees in various parts o f  the country. In 
addition, gender policy issues were integrated in 
several sectoral policy initiatives, designed by 
l i ne  nii i i istries and other implementing agencies. 
Nonetheless, the number o f  women in decision 
making positions remained low. 

Policy Developments 

255. During the period under review, the 
inst i tut ional framework for gender ma in  
streaming was further strengthened by the 
establishment o f  twenty five gender sub- 
committees o f  the Distr ict  Development 
Coordinating Committees, bringing the total to 
61. The creation o f  committees was in conformity 
with the National Gender Strategic Plan, which 
was adopted in 2004. 

256. A draft Gender Policy for the Ministry o f  
Science, Technology and Vocational Training 
was consolidated in 2005 and w i l l  be finalised 
and submitted for adoption in 2006. In addition, a 
draft National Action Plan on HIV iAIDS for 
women and girls was finalised during the year 
with inputs from the 61 gender subcommittees 
f rom provinces. Further, gender training 
programmes aimed at building capacity in gender 
analysis were also conducted in various 
Government institutions, which included Cabinet 
Office and the Ministry o f  Lands. 

Gender and I k c i s i o n  .Making 

257. Women continued to be under-represented 
at al l  levels o f  decision making, despite Zambia 
being a signatory to the SADC Gender 
Declaration on Gender and Development o f  
1997, which demands 30 percent representation 
o f  women in decision-making positions at all 
levels. The number o f  women in senior positions 
remained virtually unchanged in 2005, as 
compared to the previous year. 

258. At Cabinet level, the number o f  female 
ministers was 5 out o f  the total o f  21 (see table 
15.1). A t  Deputy Minister and Parhamentanan 
levels, female representation remained low at 8.9 
and lgpercent, respectively 

Table 15.1:Percentage of  Women in decision-making 
position for selected positions 

' ~ -  Members of 

Cabinet Ministers 25.0 23.8 
De u Ministers 9.8 7.0 8.9 

Source Cabinet Offcc 

259. I n  the P u b l i c  S e r v i c e ,  f e m a l e  
representation at various levels was s t i l l  low. 
Female Permanent Secretaries accounted for 15.8 
percent while female directors stood at 21.3 
percent. The percentage for deputy director and 
assistant directors stood at 43.6 percent and 21.0 
percent, respectively (see table 15.2). 

260. The pattern o f  low levels o f  women 
representation continued at levels o f  specialised 
appointed commissions and committee, such as 
the Constitution Review Commission (CRC), 
which had 15 percent representation. This was 
also the case with the Electoral Reform and 
T e c h n i c a l  C o m m i t t e e  (ERT), w h e r e  
representation was below 30 percent. 
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261. At Cabinet level, the number o f  female 
ministers was 5 out o f  the total o f  21 (see table 
15.1). At Deputy Minister and Parliamentarian 
levels, female representation remained l o w  at 8.9 
and 19 percent, respectively. 

262. I n  t h e  P u b l i c  S e r v i c e ,  f e m a l e  
representation at various levels was s t i l l  low. 
Female Permanent Secretaries accounted for 15.8 
percent while female directors stood at 21.3 
percent. The percentage for deputy director and 

assistant directors stood at 43.6 percent and 2 1 .O 
percent, respectively (see table 15.2). 

263. The pattern o f  l o w  levels o f  women 
representation continued at levels o f  specialised 
appointed commissions and committee, such as 
the Constitution Review Commission (CRC), 
which had 15 percent representation. This was 
also the case with the Electoral Reform and 
T e c h n i c a l  C o m m i t t e e  (ERT), w h e r e  
representation was below 30percent. 

Table 15.2: M a l e  and Female Representation in the Civ i l  Service, 2005 
Position in Civil Service Male Female Total Number % Female/Total 

15.8 Permanent Secretary 32 6 :  38 
Deputy Permanent Secretary 14 1 15 6.7 
Director 59 16 75 21.3 

11 68 16.2 District Commissione; 
Assistant Director ~ 140 37 ~ 177 20.9 

-_ 

Deputy Director I 58 31 ' 71 43.7 
i 

1 57 _- 
Source Cabinet Office 
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Overview 

ur ing the year under review, the 
Government continued to support the D provision o f  social protection to the poor 

and vulnerable groups. This  was mainly through 
the implementation o f  the Public Welfare 
Assistance Schemes (PWAS), Street Children 
Activities, Child Care Upgrading Programme 
(CCUP), Peri Urban S e l f  Help (PUSH), National 
Trust for the Disabled (NTD) and the Micro- 
Bankers Trust (MBT). The aim o f  these 
programmes i s  to provide direct assistance to the 
most vulnerable persons. 

2003 

Social Welfare Programmes 

Public Welfare Assistance Schemes 

20041 2005 
I 

264. The PWAS remained Government's major 
social safety net programme and was operational 
in all the districts. During the year, a total o f  
K10.4 bi l l ion was disbursed to the programme 
compared to K7.2 bi l l ion in 2004, representing an 
increment of 44.1 percent. Consequently, the 
number o f  beneficiaries increased by  12.2 
percent to 130,000 in 2005 from 11 5 947 in 2004. 
Out o f  the total beneficiaries 6 1.3 percent or 79 
690 were female (see table 16.1). 

Street children activities 

265. The problem o f  street children continued 
to worsen in the review period. Given this 
situation, Government undertook several 
measures, which included the recruitment o f  
street children into the national service and 
revival o f  District Street Children's Committee 
(DSCC) in the Districts. A total o f  K50 mil l ion 
was spent on 60 000 street children in 2005. 

Ctii ld C a r e  Upgrading Programme 
(CCCP) 

266. Government, through the Child Care 
Upgrading Programme (CCUP) trained 675 
childcare givers in 19 districts in 2005. I t  i s  
estimated that over 253,738 children indirectly 
benefited through service provision f rom 
knowledge acquired by  those trained. In addition, 
a total o f  46,000 copies o f  minimum standards 
guidelines were printed and distributed, while an 
additional 10,000 copies were printed in seven 
major local languages. 

Micro-Bankers Trust 

267. In 2005 the Micro-Bankers Trust (MBT) 
disbursed a total of K2.2 bi l l ion compared to 
K1.7 bi l l ion in 2004, representing an increase o f  
29.4 percent. Thus a total o f  6,333 beneficiaries 
were reached o f  which, 70 percent were females 
(see table 16.2). Compared to 2004, the number 
o f  beneficiaries increased by  75.0 percent from 
3,619 

P r o  g r  11 ni m e Aga inst  %'I il In u t r i t i o 11 
(PA Nl)  

268. Government continued to implement the 
food security programme during the year under 
review. In 2005, the Government disbursed K20 
bi l l ion and reached 9,000 beneficiaries. This was 
a significant decline compared to 2004, when 
150,000 beneficiaries were reached. This was on 
account o f  a reduction in funding to the 
programme (see table 16.4). 

Source: Ministry o f  Community Development and Social Services 
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42 ' 103 542 645 567,754,435 1 154,588,000 
Northern I Chrmu 
Lusaka 
Lusaka 1 Naluyanda 1 
Kabwe 54 150 458 608 272,295,000 135,030,000 

10,866,664 NlWestern I 14 36 

20,270,900 12,300,000 
6,835,440 

Southern 
Central-Ddap I 

I Western-Senanga 1 
Mufurlla- --I- - -  35 161 226-- 387 162,850,660 1 75r121i293- 

I 324 ji51-+ -j61,98b,ooo ~ -7i,S8o,oOo 
I 

-. - 1. . - . . 27-& -32i.- __ _ _  
- 

-. 84,350~ooo 
.- - ___ - ____-..... i- - -.- - 4-8 ,-- 122--* -_. 29.2.. 

- 414- 227,270,000- 

74 1 101 210 311 54,924,056 
. - - - , __ - - - - -. . -,- - 

21,362,500- 
413,166,435 

137,265,000- 
29,133,336 

142,860~000 
7,970,900 

48,088,616 
-- -- 87,728,707 

--- -- 87 joooOo 

- - - - . 
__ 

Source: Ministry o f  community Development and Social Services 

In terms o f  beneficiaries being weaned f rom the season is expected to be l o w  as most beneficiaries 
programme, 14,214 graduated in 2003/2004 were affected by the partial drought (see table 
agriculture season while for the 2004/2005 the 16.3). 
number o f  beneficiaries f rom the 200412005 

Season Funding received 1 Actual beneficiaries Graduating 

200212003 
200312004 
200412005 
Total 

S O C I A L  W E K F A R E  A N D  S A F E T Y  N E T S  

( K  Billion) supported 
26 130,000 13,382 
43 150,000 14,214 
20 9,000 

113.9 479,000 

___-____ 
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District Loan Disbursed 

Table 16.4: Food Distributions and Beneficiaries, 2005 

Programme Activity Operation Area Beneficiaries Food distributed (Mt) 

Repayments 

-. - -  

Access for Basic Education 
JABE) __  

Nutrition Programme for 
Vulneiable Group (NPVG) . 

community schools in 
Southern & Eastern Provinces 
Central, Copperbelt, Eastern, 
Lusaka, Southern & Western 
pro!incKs - 
Eastern, Copperbelt, 

- ~ _ _ _ _  1,177 

5,765 

Southern 8 Westem i ~ 

Food For Asset (FFA) provinces 21,296 (46) , 431 
-. Total . . ._ .. - ’ l ~ &  1 184,296-1- 99 ._ . _ _ _  7,373 
Source: Ministry o f  Comniunity Development and Social Services 

Food Programme itlanagement A total o f  34,173 vulnerable benel-iciaries were 
supported under this progranme out o f  which, 

269. In 2005, Government, continued to 20,504 or 60 percent were women. During the 
facilitate the implementation o f  the GRZ/WFP year, 20 ci-ush pens for livestock vaccination and 
Country Programme. Under the programme, a 40 livestock water ponds were built in Senanga 
total o f  7,373 Mt o f  food was distributed to and Shangombo. Earth dams and wells were also 
184,296 beneficiaries (see table 16.4). rehabilitated in Southern province to harvest rain 

water, while on the Copperbelt, 20 fish ponds 
Peri Urban Self Help (PUSII) were constructed. 

S O C I A L  WELFARE A N D  S A F E T Y  N E T S  



Global Economy 

xpansion in the global economy, in 2006, 
i s  expected to continue at a stable rate. E This expansion, w i l l  largely, s t i l l  be 

driven b y  the United States o f  America, China 
and  a r e c o v e r i n g  Japanese economy. 
Performance i s  also projected to improve in 
Europe. In Africa, growth i s  anticipated to be 
stable, with o i l  exporters benefiting from high o i l  
revenues. However, further increases in energy 
prices could slow down global growth, 
particularly for o i l  importing countries. 

273. In the commodity markets, prices o f  
agricultural products are expected to be stable, 
although a decline i s  possible due to a supply 
response to high prices experienced in the 
pervious period. Metals prices, including that o f  
copper, are also l ikely to gradually ease. In the o i l  
markets, supply i s  could increase at a marginally 
faster pace than demand. Consequently, crude-oil 
prices are not expected to fall rapidly. 

Domestic Economy 

274. Economic growth in 2006 i s  expected to be 
stronger than in 2005. Real GDP i s  forecast to 
expand by at least 6 percent compared to 5.1 in 
2005. A recovery o f  agriculture, following the 
favourable weather conditions experienced in the 
2005/2006 agricultural season, has raised the 
prospects for improved food crop harvests. 
Mining output i s  also projected to be stronger, 
largely on account o f  the expanded production 
capacity as well as re-capitalization in the 
existing mines. The resolution o f  the temporary 
setbacks experienced in 2005, such as fuel  supply 
disruptions and labour disputes, should also 
contribute to higher mineral production in 2006. 

275. Construction activity, which has recently 
been one o f  the major drivers o f  economic 
growth, i s  also projected to remain solid, 
supported by the rapid housing construction and 
commercial retail activities around the major 
urban centres. In addition, large mining 
investments, such as the Konkola Deep Mining 
Project and the Lumwana project in the 
Northwestern province, and several current 

sizeable investments in tourism, w i l l  sustain a 
higher construction growth. Significant private 
sector investments, in excess o f  US $100 million, 
in the cement industry are already underway with 
the construction o f  two plants. The construction 
i s  expected to commence in Lusaka and Ndola, 
respectively. Overall, strong private investment, 
therefore. should remain the main driver o f  
growth in 2006. 

276. Apart from private sector investment 
activity, significant public works programmes in 
the road sector have been planncd for 2006. The 
government has allocated nearly 2.4 percent o f  
GDP for road projects in 2006. The expansion o f  
the Livingstone International Airport, which 
commenced in December 2005, w i l l  also be one 
o f  the largest major public works programmes in 
2006. 

277. M a c r o  e c o n  o m i c con di t i o n  s s h o u 1 d 
improve further in 2006. Inflation i s  expected to 
continue on a downward trend as Government i s  
targeting an end-year inflation rate o f  10 percent. 
The improved prospects for food harvests should 
contribute to a decline in overall food prices, 
which increased in 2005. This w i l l  be aided by 
an expected, relatively, stable Kwacha. However, 
this optimism could be tapered off, should there 
be a r ise  in world energy prices. 

278. In the exchange rate market, supply i s  
expected to remain high, particularly from 
mining sources. The kwacha, which rapidly 
appreciated in the last quarter o f  2005, should 
however, be much more stable this year as it i s  
expected to find i t s  equilibrium. The 
Government w i l l  remain committed to a flexible 
exchange rate regime. However, in the light ofthe 
recent sharp erosion o f  the international 
competitiveness fol lowing the progressive 
strengthening o f  the kwacha, structural policies 
on enhancing the productivity and reducing the 
cost o f  doing business in the local economy w i l l  
have to be accelerated. 

E C O N O M I C  P R O S P E C T S  A N D  P O L I C I E S  I N  2006  
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279. The large spreads between deposit and 
lending rates as well as high real interest rates in 
the banking system in Zambia, have been 
recognized as a major structural problems. Even 
with i mp r ov e m c n t s i n  ma c r o e c o n  o m i c 
conditions, commercial banks lending rates have 
remained too high, in part reflecting the cost 
inefficiencies in the industry. It i s  clear that the 
banking industry needs to be more cost effective 
if the economy i s  to benetit from progress being 
made with regard to  macroeconomic 
stabilization. 

280. As one way o f  tackling these structural 
problems in the banking system, the Government 
i s  implementing the Financial Sector 
Development Plan. in 2006 and beyond, the 
major challenge o f  the Government will be the 
implementation o f  the FSDP for Zambia. In 
particular, the Govemment wil l focus on, 
amongst others, the following: 

1. 

11. 

... 
111. 

iv. 

V. 

vi, 

vii. 

viii. 

ix. 

292 

Establishment o f  a Credit Reference 
Bureau to be licensed by the BoZ; 

Completion o f  the business plan and draft 
law for the Deposit Protection Scheme; 

Finalisation o f  proposed amendments to 
the Banking and Financial Services Act 
(BFSA); 

Finalisation o f  amendments to the BoZ 
Act; 
Approval o f  the Payments Systems Bill; 

Issuance o f  interim guidelines for the 
supervision and regulation o f  money 
transmission services in Zambia, pending 
the enactment of the Payments Systems 
Bill: 

Modernisation o f  the Building Societies 
Act: 

Incorporation o f  state-owned financial 
institutions under the Companies Act; and 

Finalisation o f  the national market survey 
on the demand and supply o f  financial 
services inZambia. 

Other structural reforms during 2006 will 

continue to  focus on improving public 
ex p end i t u r e man a gem e n  t and fin an c i a 1 
accountability through the PEMFA and removing 
obstacles to business entry and investment 
through the PSD programme. 

28 I. The Zambia Development Agency (ZDA), 
a “one stop shop” i s  planned to be set up in 2006. 
I t  will bring together the operations o f  five 
statutory bodies, namely, Zambia Investment 
Centre (ZIC), Zambia Export Processing Zones 
Authority (ZEPSA), Export Board of Zambia 
(EBZ), Zambia Privatisation Agency (ZPA) and 
Small Enterprise Development Board (SEDB). 
The establishment o f  the ZDC will be one of the 
major PSD reform milestones. 

282. Other key PSD milestones, will be the 
coming into effect of a new Investment Act and a 
Tourism and Hospitality Act. The lattcr, will be 
key in streamlining the regulatory and licensing 
framework in tourism, which i s  currently 
perceived to be cumbersome. The other 
important PSD reform will be the liberalization of 
the international gateway. This will allow private 
phone service providers to make cheaper 
international calls, thereby reducing the high cost 
o f  international calls from Zambia. 
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Phone service providers to make cheaper 
international calls, thereby reducing the high cost 
o f  international calls f rom Zambia. 

283. On the social front, policies wil l remain 
focused o n  enhancing service delivery and 
quality in the education and health sectors. In 
particular, the fight against the HIVIAIDS 
pandemic wi l l  continue to be vigorously pursued. 
The ma in  area o f  concern in both education and 
health sectors is, clearly, the crit ical shortage o f  
f r o n t l i n e  p e r s o n n e l .  U n d o u b t e d l y ,  t h e  
inadequacy o f  frontline personnel has adversely 
constrained service delivery and outcomes in the 
two crit ical sectors. 

284. In education, i t  is also important to begin 
seriously addressing the l imi ted classroom space 
at the high-school level. This i s  necessary if the 
school system i s  t o  match the significant increase 
in basic school enrolments witnessed in recent 
years. Although funding to the two sectors i s  
rising, ef'ficiency and effectiveness in programme 
implementation necds to be significantly scaled 
up, if outcomes are to  match the increased 
financial resources being provided. This i s  also 
true for other impol-tant sectors such as roads. 
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Target 1: Halve, between 1990 and 2015, the proportion of people living in 
extreme poverty 

Table I: Propor;tion ofpopztlation living in p o v e q  

Indicator 1990 2002/03 

Proportion of people living in extreme poverty 58.20% 460!0 29.10% 

Source: Zambia MDGs, 2003; LCMS 111, 2004 

Status and Trends 
Poverty is a condition of having inadequate resources or income. I n  Zambia the 
procedure used in determining poverty results in two poverty lines expressed in Per 
Adult Equivalent terms; the extreme and moderate poverty lines. The extreme 
poverty line relates to the monthly cost of the food basket whilst the moderate line 
relates to the monthly cost of all basic needs. [LCMS 2002-2003, CSO]. Extreme 
poverty raises a lot of concern in any country because i t  results in terrible suffering 
and death. Poorest people often suffer severe malnutrition, epidemic disease 
outbreaks, famine war, mental illness, drug dependence and crime. 

At national level, almost two-thirds (67 percent) of Zambia’s population now lives 
below the poverty line, and of these 46 percent are extremely poor. The Objective 
of reducing extreme poverty from 58 percent in 1998 to 29 percent in 2015 still 
constitutes a major challenge for Zambia (MDGs, 2003). Extreme poverty is much 
higher in rural areas (74 percent) compared to urban areas (52 percent) (CSO, 
2004). Nearly one in every two persons in rural areas is still living in extreme 
poverty compared to one in every three in urban areas. Relative to 1991, these 
represent an increase for urban areas from 32 percent but decrease for rural areas 
from 8 1  percent (CSO, 2004) 

Regional analysis of incidence of poverty reveals high proportions of the poor in 
Northern Province, at 8 1  percent, followed by North-Western at 72 percent, Eastern 
at 71 percent and Luapula province at 70 percent. The lowest rates of poverty are in 
Lusaka and Copperbelt provinces whose rates are at 57 and 58 percent respectively 
(see Figure 1). It is worth noting that the rate of extreme poverty varies from 36 
percent in Lusaka province to 63 percent in Northern Province. The high levels of 
extreme poverty in are prominent in Northern, North western, Central and Eastern 
provinces (see Figure 2). 
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Fkure I: Incidena ofpovert_v 5 province in Zambia (2002-2003) 
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CSO (1994), LCM Survey Report 2002-2003 

Challenges 
There are a number of challenges that individual households in individual provinces 
face as they strive to reduce poverty, which need to be addressed in order to reduce 
the number of people living in extreme poverty; these include: 

Enabling farmers to access agricultural inputs such as fertilizer, seeds on 
time. 
Increase workers wages so that so that no Zambia should be below the 
minimum wage. 
Avoid giving retirees low and delayed pensions to those who retire from 
formal employment. 
Increase employment opportunities to Zambians. 
Accord some loans to those who lack of business capital in order in order to 
enable them in any business ventures of their choice. 
The government and other private cooperating partners should help 
Zambians to achieve broad-based pro-poor economic growth. 
Since the country has reached the Highly Indebted Poor Countries (HIPC) 
completion point deliberate efforts to release resources that were going into 
debt servicing for economic expansion and poverty reduction activities. 
Both the government donor agencies and NGOs should continue fighting hard 
to remove obstacles to good governance including accelerating the 
implementation of the decentralization policy. 

Supportive Environment 
Over the past two years there is an increasing level of commitment on the part of 
Government, civil society organizations and cooperating partners to create the 
conducive environment for poverty reduction. These include: 

Government’s expressed commitment to address the current high levels of 
poverty through various initiatives including the Poverty Reduction strategy 
Paper (PRSP), the Transitional National Development Plan (TNDP) and the 
now the forthcoming National Development Plan. 
The establishment and adherence to a Medium Term Expenditure Framework 
(MTEF), which programmes expenditure prioritization on a three-year basis, 
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and developed through a consultative process that ensures transparency and 
ownership of the budgeting process. 
The adherence by the Ministry of Finance and National Planning to  the full 
disbursement of budgeted resources for poverty reduction programmes 
(PRPs) during the recent past. 
The Sectoral Development Plan (SDP) emphasizes the importance of 
decentralized approach in development and is likely to reduce poverty among 
many Zambians. 

0 The willingness of creditor nations to  forgive 10Oo/o of Zambia’s debt as 
announced at  the Gleneagles Summit in July 2005. Since the HIPC 
completion point as been attained it is hoped that some funds will be 
allocated to other socio-economic activities aimed at  improving the welfare of 
Zambians, especially the extreme poor. 
The New Partnership for African Development is likely to help to  reduce 
poverty in Zambia. 

0 
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Target 2: Halve, between 1990 and 2015, the proportion of people who 
suffer from Hunger 

Table 2: Underweight - Under Five Children 

Indicator  1990 2 0 0 2 / 0 3  2015 
DG ~ a r ~ e t  

Proportion of people l iving in  extreme hunger 2 5 % 2 8 % 12.50 ‘4) 

Source: Zambia MDGs, 2003; LCMS 111, 2004. 

Status and trends 

As mentioned above the Central statistical Office (CSO) has been using the food 
basket approach when measuring absolute poverty in Zambia. This food basket 
meets the daity caloric and protein requirements of 12,564 and 335 grams (proteins) 
of a family of six. The food basket meets the same recommended minimum calorific 
requirements of 12,564 for the average family of six or 2,094 per person per day 
(CSO, 2003; 2004). 

Poor nutrition has mainly been attributed to inadequate incomes (and thus food is 
not affordable among the poor); lack of access to animal protein; dominance of high 
carbohydrate foods like maize and cassava in the Zambian diet rather than a 
balanced diet (which is a major factor in high malnutrition levels); and poor food 
processing at  household level. 

The majority of households in Zambia cannot afford three meals in a day. Slightly 
more than half of the households (51 percent) only manage two meals in a day. 
Another 11 percent of households can only afford one meal per day. This only leaves 
about 38 percent of households that can manage to have three meals or more per 
day. There are proportionately more female (68 percent) than male-headed 
households (60 percent) that do not have three meals or more per day. The 
proportion that manages three meals per day is higher among male (38 percent) 
than female headed households (30 percent) (CSO, 2004). 

The required minimum number of meals for an average person is three meals per 
day. However, not all households do afford to consume three meals in a day. 
According to  Nutritionists, reduced number of dietary food intakes in most cases lead 
to dietary deficiencies in life-sustaining support and under weight due to  insufficient 
nutrients such as vitamins, minerals, proteins and carbohydrates especially among 
the children who are under five. It is important that normal growth, particularly 
among under-five children, occurs if various body organs and tissues are t o  receive 
adequate nutrients. As a result, Zambia is experiencing a high prevalence of 
stunting among children aged under-five years, currently a t  47 percent nationally. 
Stunting reflects chronic matnutrition caused by low food intake. The problem is 
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more serious in rural areas where i t  is 34 percent. I n  all areas, however, the poor 
are the most negatively affected. 

p J? 

I 
d 5 3 z 1  

I n  addition to this 28 and 34 percent of the children aged under five years were 
under weight in 2001/2 and 2002/2003 respectively; reflecting a rise from 1992 
(Ministry of Finance and Development Planning [MoFDP]). By the end of the year 
2003 19 percent of the households reported that they seldom or never had enough 
to eat and were thereby chronically food insecure. Eleven and 24 percent of these 
lived in urban and rural areas respectively 

F&we 2: Underweight-ztnderjue children at both National andprovincial levels 

Fig. 4 Underweight in US 

CSO (2004), Living Conditions Monitoring Survey Report 2002-20 

Challenges 
Eradicating hunger in Zambia is proving to be a challenge despite positive gains that 
were made in 2003. Aggressive government response to the 2001/02 drought 
manifested in the increased supply and subsidization of fertilizer and inputs for the 
farmers resulted in a bumper harvest in almost all crops in 2003. However the 
drought that is experienced in 2005 in some parts of the country is now causing the 
reemergence of food crisis in some districts in the affected areas. Addressing the 
structural problems to food security is paramount if hunger is to be eradicated in 
Zambia. Other key challenges include: 

0 Reducing high poverty levels undermining productivity. 
0 Discouraging unfavourable agricultural practices. 
0 Improving market access in order to encourage farmers to produce more 

crops. 
Intensifying the mitigation of droughts and floods, which have negative 
effects on crop production. 
Finding effective ways of reducing on high post-harvest losses. 
Learning to respond more efficiently to food crises due to deficiencies in the 
early warning system and adequate food reserves. 
Strengthening legislation for land reforms. 

0 

Supportive Environment 

The supportive environment for eradicating hunger is Zambia has received 
tremendous boost in the pat three years. Government and other development 
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agencies have recognized the importance of agriculture as the engine for reducing 
poverty in Zambia because it is the main source of livelihood for the majority of the 
rural people. The TNDP, the forthcoming NDP and other policy documents 
emphasize agricultural development as a pillar for economic growth. 

Many other organizations are promotion food security and nutrition. These include: 
NGOs, research institutions, cooperating partners and the private sector. 
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Target 3: Ensure that by 2015, children everywhere, boys and girls alike will 
be able to complete a full course of primary schooling. 

Table 3: Status in Figztres 

Indicator 1990 2004 
et 

Net Enrollment ratio in Primary schools 
Girls 
Boys 

Pupils Reaching Grade 7 
Girls 
Boys 

70% 78% 100% 
69% 77% 
71% 7go/o 

64% 82% 100% 
57% 75% 
71% 95% 

Literacy Rates (15-24 year olds) 75% 70% 100% 
Female 71% 66% 
Male 79% 75% 

Source: MOE Statistical Bulletin, 2004 and CSO Census of Population and Housing, 2003 

Status and Trends 
Education is a major factor in enhancing a country’s social and economic 
development as i t  aids in fighting against poverty and hunger. Since 1990 the 
percentage of pupils reaching grade 7 has improved from 64% to 85.2% although 
literacy rates have shown a decline from 75% in 1990 to 70% in 2004. The potential 
to achieving Universal Primary Education for boys and girls by 2015 exists especially 
when i t  si considered that the rate increased by almost 10 percentage points (from 
73% to  82.2%) in one year (2003 to 2004). Therefore reaching 100% (an additional 
17%) in 10 years from now is a real possibility. 

Notable are declining literacy rates for those between ages 15-24 years, with female 
literacy rates still lagging behind those of males. Whereas male literacy rates were 
75% in 1990 by 2000 they fell to 70% and those of females fell from 71% to 66% 
during the same period (CSO National Census of Population and Housing, 2000). 
Urban and rural literacy rates also differ significantly for women and men with men 
having higher literacy rates in both rural and in urban areas. I n  rural areas 48% of 
women and 75% of men aged 15-19 can read compared to 79% of women 90% of 
men in urban areas (Zambia DHS Ed Data Survey: 17 2002). By province the 
highest literacy levels are recorded for Copperbelt province for 1990 and 2000 and 
the least are for the Eastern Province for the same years (see figure 9 below). 
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Figure 3: Li teracy Levels (15-24 By Prov ince  1990-2000) 

Literacy Levels (15-24) By Province 
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Source: Zambia EMIS, Education Management Information System, Planning Unit, Ministry of Education 

Supportive Environment 
I n  order to  maximise the benefits of the BESSIP and PAGE programmes the 
Government has since 2003 put in place a five year Education Sector Programme 
(2003-2007). Under the Education Sector Programme the following are envisaged: 

Improved access, gender equity and quality in basic education (Grades 1-9). 
Improved quality and efficiency in high school and tertiary education. 
Development of relevant skills and enhanced learning achievements by all 
learners. 
Effective decentralization of decision-making, procurement and financial 
management of districts and schools. 
Management/Mitigation of the impact of HIV/AIDS. 

I n  this regard the Ministry of Education will allocate a significant proportion of its 
capital budget to primary education. This increase is in addition to  12% under the 
Public Reform Sector Programme (PRSP [MOE Strategic Plan 2003-20071 182003). 
The figure below indicates the planned allocation by education sub sector. 

Figure 4: P lanned Capital  al locatlon by sub-sector (2003-2007) 
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Source: 

The favorable debt situation following the accession to HIPC completion point early 
this year should be used to benefit the education sector by increasing budget 
allocations in order to enhance the implementation of the Five Year Education Sector 
Plan (2003-2007). I n  this regard the Government is committed to supporting and 
strengthening cooperation with the private sector, the church, civil society and other 
cooperating partners in providing universal primary education. 

Challenges 
The supportive environment is in place, however, much more needs to be done to 
achieve the goal of universal primary education for boys and girls by 2015. Major 
challenges to overcome include: 

e 

0 

Maintaining the current political commitment to further increase budgetary 
allocation to the education sector as a whole. 
Impacts of HIVAIDS on teaching staff and education support staff. 
Improving the quality of education and services especially in rural schools 
(learning environment, pupil-teacher ratios and learning materials). 
Continuing to reduce the gender imbalance between boys and girls in 
primary school retention, progression and completion rates. 
Strengthening capacity of monitoring and evaluation units at the district 
level. 
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Target 4: Eliminate gender disparities in primary and secondary education 
preferably by 2005 and to all levels of education no later than 2015 

Table 4: Status in F&ures 

Indicator 1990 2002 2003 2004 

Ratio of girls to boys 
Primary 0.93 0.94 0.95 1.00 
Secondary 0.80 0.84 0.83 1.00 

Source: MOE Statistical Bulletin, 2004 and CSO 1980 Census of Population and Housing, 
Zambia National Women's Lobby Records, 2004 

Status and Trends 

Education for women has been identified as key to their participation in national 
development. Education is crucial because it enhances the life opportunities of 
women, has a positive influence on fertility levels and enhances socio economic 
status of women and their families. Girl's education is critically important not only 
for harnessing the nation's human resource for development, but also for raising the 
self-esteem and confidence, and widening the life choices of females, their access to 
information and knowledge. 

Between the periods 2000-2004 the ratio of boys to girls have remained high but 
constant in primary schools but has increased in secondary school from 12% in 2003 
to 15% in 2004. Females still continue to have lower literacy rates 66% as against 
79% for males with female literacy rates have steadily been declining between 1990 
and 2004. 

A major factor hindering progression to secondary education for girls are higher drop 
out rates at end of primary school or basic education due to among other factors 
pregnancy and early marriage. While statistics indicate that there is almost equal 
enrolment of boys and girls in grade 1, however, as the levels of education 
progresses there are fewer girls than boys. Data available for 2004 does not show a 
significant improvement in drop out rates for girls from grades 1-9, where drop out 
rates were 2.6% for boys and 4.0 for girls (MOE Statistical Bulletin: 32:2004). 

Fkure 6: Male and Female enrollments in  Seconda y School (2000-2004) 
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When girls make i t  to secondary school their progression and completion rates are 
lower than those for boys 8.5 and 13.7 respectively, with Copperbelt having the 
highest completion rate for males 19.6% and females, 16.1%. Data for provinces 
show not only wide gender disparities in progression rates but also that boys access 
to  secondary education is decreasing. Out of all provinces Western Province shows 
lower progression rates for boys as against those for girls. 

Figure 7: Seconday School Progression rates b~ Gender and Province 

12071 I 

Regarding access to secondary education both boys and girls have been affected 
adversely due to neglect of the high school sector which has resulted over the years 
in high school infrastructure growing at a much slower pace than that of primary 
school infrastructure. This has resulted in high competition for secondary school 
places with girls being a t  a disadvantage. “There are presently not enough school 
places for pupils with only 25.9% children progressing from basic to high school” 
(MOE Strategic Plan 2003-2007:32:2003). 
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The poorer performance of girls in the education sector reflects their lower 
participation rates in formal wage employment across all sectors. Women are more 
likely to be employed in occupations requiring fewer skills and in the least paying 
jobs in the labour market and when companies down size they are the first to go as 
they are considered the least requiring an income. Women’s participation in 
decision-making positions is also lagging far behind that of males in both private and 
public institutions where serious gender gaps of over 70% exist. Given this scenario 
the country is not likely to meet the SADC requirement of 30% women in all decision 
making levels. Women in parliament ...... 

Cha I lenges 

The country has made major strides in achieving 1-1 enrolments ratios at primary 
school but drop out and completion rates remain poor especially for females and 
boys progression rates are also under threat. It therefore does not appear possible 
for the country to eliminate gender disparities in primary and secondary education by 
2005 and to all levels of education no later than 2015. The following remain the 
challenges: 

0 

0 Reducing higher drop out, retention and completion rates for females in 

0 

0 

Reversing high female illiteracy rates. 

primary, secondary and tertiary education. 
Strengthening affirmative action to promote gender equality. 
Increasing budgetary allocation to secondary education. 
Mitigating impacts of HIV/AIDS pandemic. 

Supportive Environment 

The Governments Strategic Plan 2003-2007 in relation to improving education 
attainment and narrowing gender gaps for females from primary to secondary and 
on to tertiary institutions will work towards rehabilitation of classrooms, practical 
subject rooms and improve water and sanitation facilities in high schools up to 
University level. Increase bursaries and provide a percentage of places to vulnerable 
groups in rural boarding schools and open more day high schools in rural and semi- 
urban areas to increase high school places. Government will pay attention to 
teacher training and retention through improved salary scales, better housing, 
access to loans and development opportunities as well as hardship allowances (MOE 
Strategic Plan 2003-2007: 39-43: 2003). Tertiary Institutions such as the University 
of Zambia has embarked upon the deliberate policy of preferential treatment in 
female students enrol I men t. 
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Target 5: Reduce by two-thirds between 1990 and 2015, the under-five 
mortality rate 

Table 5: Statzts injgures 

Indicator 1992 2002 
per loo0 births 

U5 Mortality Ratio 191 163 63 

Infant Mortality Ratio 107 95 36 

Proportion of 1-year olds imnunized against measles 77 84 

Proportion of children accessing ANC 92 93 

Source: 

Status and Trends in Infant and Child Mortality Rates 
This is one of the targets that Zambia has the potential to achieve because of 
conducive and supportive environment. Under-five mortality rate has a number of 
components to it; neonatal, postneonatal, infant and child mortality rates. Although 
still relatively high, child mortality rates in the country have shown signs of decline. 
Under-five mortality was 191 deaths per 1,000 live births in 1992, increased to 197 
deaths per 1,000 live births in 1996, but markedly declined to 168 deaths per 1000 
live births in 2001-2002. 

The childhood mortality indicators were better in the urban compared to the rural 
areas. For instance, in 2002, IMR was 34 per cent lower in urban (77 deaths per 
1,000 live births) than rural (103 deaths per 1,000 live births). For the same period, 
under-five mortality was 140 deaths per 1,000 live births for urban compared with 
182 deaths per 1,000 live births for rural areas. The Southern Province (130 deaths 
per 1,000 live births) had the lowest and Luapula Province had the highest rate (248 
deaths per 1,000 live births). 
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Table 7: Early childhood Mortality by background characteristics 

Neonatal Postnatal I M R  Child Under 5 

Province 
Centra I 
Copperbelt 
Eastern 
Luapula 
Lusaka 
North-Western 
Northern 
Southern 
Western 

Residence 
Urban 
Rural 

35 
24 
29 
36 
29 
39 
25 
29 
60 

57 
43 
55 

118 
41  
74 
49 
47 
79 

92 
68 
84 

154 
70 

113 
74 
76 

139 

110 
71  
89 

112 
72 
84 
60 
77 
72 

192 
134 
166 
248 
137 
187 
130 
148 
201 

31 46 77 69 140 
35 68 103 89 182 

Total (2001-02) 37 58 95 81 168 
Source: CSO, CBOH, Measure DHS+, (2003) ZDHS, 2001-2002, Calverton Maryland 
USA: CSO, CBOH, and ORC Macro, p.120 

Fkure 8: Under Five Mortalio By Province, 200 I - 2002 
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Source: CSO, CBoH, Measure DHS+, (2003) Zambia Demographic and Health Survey, 2001-2002, 
Calverton Maryland, USA: Central Statistical Office, Central Board of Health, and ORC Macro, p. 120. 

Cha I I eng es 
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The challenges in reduction of infant and under-five mortality rate in the country are 
many including the following: 

Inadequate health education. 

0 High prevalence of Malaria. 

Training, re-training and retention of health personnel. 
Problems of operationality of health system leading to stock-outs or expiry of 
drugs. 
Limited access to child health services. 
Inadequate community or home care services. 

High national prevalence of HIV and limited access to Prevention of mother- 
to-child transmission of HIV (PMTCT). 

High levels of childhood malnutrition. 

Supportive Environment 
The policy and programme environment, as provided in the national health policy, is 
conducive and supportive of child health programmes. Several child health services 
and programmes have been put in place and implemented. These include improved 
child immunisation coverage both for routine and during the National Immunisation 
Days (NID); Integrated Management of Childhood Infections (IMCI) programme; 
establishment and expansion of Prevention of Mother-to-child Transmission (PMTCT) 
of HIV; Reach Every District (RED) initiative; abolition of user-fees for the under-five 
children; nutrition and breast-feeding support programmes. 

They also include improved childhood immunisation rates (increased routine 
immunisation coverage for measles from 77 per cent in 1992 to 87 per cent in 1996 
and 84 per cent in 2002) (CSO, CBoH and Macro, 2003:143) and provision of 
micronutrients such as vitamin A through supplementation and fortification of foods. 
Early medical interventions, use of antenatal care services as well as the involvement 
of local communities may also have contributed in the reduction of childhood 
mortality. For example the 2001-2002 Zambia Demographic and Health Survey 
indicated that up to 70 per cent of children with acute respiratory infection had been 
taken to a health facility, 93 per cent of all the children had ever received antenatal 
service from a trained medical provider (doctor, clinical officer or a nurse). Forty- 
two per cent of women and 37 per cent of the men during the 2001-2002 Zambia 
Demographic and Health Survey indicated that they knew of the existence of 
Neighbourhood Health Committees in their localities (CSO, CBoH and Macro, 
2003: 140-141). 

Other supportive child-friendly health programmes initiated at various levels of 
health care have included the roll-back malaria (RBM); safe water programmes; oral 
rehydration therapy (ORT) or oral rehydration salts (ORs); integrated reproductive 
health programmes; use of insecticide-treated mosquito nets (ITNs); school nutrition 
and health programmes and health education; family planning programmes and 
creation of Neighbourhood Health Committees. 
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Target 6:  Reduce by three-quarters, between 1990 and 2015, the maternal 
mortality ratio 

Table 6: StatuJ ofF&ures 

Indicator 1996 m 2  

MMR (per 100,ooO live births) 649 729 162 

Births attended skilled personnel 51* 45 
* Data for 1992 
Source: CSO, CBoH, Measure DHS+, (2003) Zambia Demographic and Health 
Survey, 2001-2002, Calverton Maryland, USA: Central Statistical Office, 
Central Board of Health, and ORC Macro., P 138. 

Status and Trends in Maternity Care Indicators 
Maternal Mortality increased from 649 deaths per 100,000 in 1996 to 729 deaths per 
100,000 births in 2001-2002 (Figure 16). The target for maternal mortality ratio in 
2015 is 182. This is despite high antenatal care attendance (80 per cent in urban 
and 68 per cent for rural areas) and attention given to reproductive health 
programmes over the past 12 years. 

The critical indicators in maternal health include access to antenatal, delivery and 
postnatal care. A total of 95.7 per cent of the women in 2001-2002; 93.4 per cent 
received antenatal care from a health professional and 2.3 per cent from a 
Traditional Birth Attendants (TBAs). The percentage of women receiving antenatal 
care from a health profession slightly decreased from 96 per cent in 1996 to 93 per 
cent in 2001-2002. 

Medical persons are attending slightly fewer deliveries, while the proportion of births 
attended by TBAs increased to the highest record in 2001-2002 since 1992 of 12 per 
cent. One contributing factor could be the increase in the number of women 
delivering at home, not in the health facilities. I n  2001-2002, 56 per cent of the 
women delivered a t  home and fewer of them, 44 per cent at a health facility. As a 
result of more deliveries at home, the proportion of women delivered by a medical 
person declined, from 51 per cent of births in 1992 to 47 per cent in 1996 and 43 
per cent in 2001-2002. The proportion of women delivered by a relative or friend 
consequently, increased from 33 per cent in 1992 to 41 per cent in 1996, though 
slightly declined to 38 per cent in 2001-2002. 

Postnatal care is particularly important in the case of non-institutional births in order 
to detect complications related to  delivery that may threaten the mother or the 
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child’s health. I n  2001-2002, 77.2 per cent of the women who delivered outside did 
not receive postnatal care. More such women in rural (81 per cent) compared with 
those in urban (53 per cent) did not receive the postnatal care. 

Other reasons for increasing maternal mortality ratio (MMR) include high percentage 
of unskilled home deliveries, limited access to facilities (i.e few facilities, distance to  
facilities, attitude of  some health staff), poor quality of care (untrained staff and lack 
of surgical and medical supplies). Low postnatal care, prenatal complications, 
complicated deliveries, postpartum deaths from haemorrhage and infections and 
post abortion complications also contribute to increased MMR. Distance t o  health 
facilities, shortages of trained staff and non-availability or cost of transport have also 
been identified as the major reasons for low attendance t o  reproductive health 
services. 

Fkure 9: Trends in Maternal Mortahp R a t i o  
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Source: ZAMBIA_DHSO1/2, Zambia Demographic and Health Survey 2001-2002, CSO/CBoH/Macro, 2003 

Challenges 
0 

Inadequate emergency obstetric care. 

0 Acceptability of health services. 

0 

0 

0 

Negative cultural practices. 

Inadequate availability of midwifery skills a t  attendance and/or delivery. 
Inadequate availability of emergency referral services. 

Inappropriate attitude of  some medical staff. 

Low quality of reproductive health care. 
High HIV and AIDS prevalence among women. 
Low levels of contraceptive usage. 
Low advocacy levels for reproductive health. 
Availability of post abortion care. 

Supportive Environment 
Although reproductive health services are well articulated in numerous policy 
documents, implementation of such policies to effectively enable delivery of health 
services is still a serious challenge. There are, however, initiatives that are aimed at  
improving the situation. These include recent integration of PMTCT services into 
routine reproductive health services, on-going training of reproductive health 
providers (such as traditional birth attendants midwives). In  order to help health 
services reach the local communities; decentralisation strategies have been 
employed. These have involved the local Neighbourhood Health Committees (NHCs) 
in awareness and advocacy of maternal health care. I n  2001-2002, overall, I O  per 
cent of women reported a visit by a community health worker in their house. The 

Mdlennium Development Goals- Status Report 2005 

Zambia 



proportion of the visit was higher in rural (11 per cent) than in urban areas (7 per 
cent). 

The government has also exempted pregnant mothers, children under the age of five 
and people aged from 65 years and above from paying user-fees. Other measures 
aimed at addressing the maternal health care include provision of family planning 
services by government, non-govern men ta I organ isa tions and co-opera t i ng partners; 
safe motherhood programmes; continued construction and rehabilitation of health 
facilities; provision of voluntary counselling and testing (VCT) services; introduction 
of free anti-retroviral therapy (ART) to vulnerable people; adolescent sexual 
reproductive health programmes; targeting of pregnant women under the Roll Back 
Malaria (RBM) in pregnancy through the provision of free anti-malarial drugs and 
creation of the Insecticide Treated Nets (ITNs) voucher scheme. 
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Target 7 :  Have halted by 2015, and began to reverse the spread of 
H IV/AIDS 

%tially I Unlikely I No data j 

Table 7: Stutus in FigueJ 

Indicator 1994 2002 

ESS Trends of HIV infection amon< 20% 19% 
ZDHS HIV prevalence rate 16% 

Source: CSO, CBoH, Measure DHS+, (2003) Zambia Demographic and 
Health Survey, 2001-2002, Calverton Maryland, USA: Central Statistical Office, 
Central Board of Health, and ORC Macro., P 236. 

Status and Trends in HIV and AIDS 
Using the first population-based survey (Zambia Demographic and Health Survey), a 
total of 15.6 per cent of the population aged 15 to 49 years was found to be HIV- 
positive in 2001-2002. The epidemic is at different levels of evolution in Zambia with 
urban having a stable epidemic while the rural areas are yet to stabilise. 

More women (17.8 per cent) than men (12.9 per cent) were infected. Figure 17 
further shows that, except for the older women aged 40 and above, more women 
than men were infected in all the age groups. 

The infection rate is higher in urban than rural areas. For instance, in 2001-2002, 
the total proportion infected in the urban (23.1 per cent) was slightly more than 
twice compared to the rural (10.8 per cent) areas. 

Prior to the 2001-2002 Zambia Demographic and Health Survey (ZDHS), HIV trend 
were monitored using the Epidemiological Sentinel Surveillance system (ESS) using 
antenatal clinic (ANC) attendees aged 15 to  45 years. ESS done in 22 sites in 1994, 
1998 and 2002 reported mean HIV prevalence rates of 20 per cent, 18.6 per cent 
and 19.1 per cent, respectively. HIV prevalence among ANC attendants aged 15 to 
24 dropped from 19 per cent in 1998 to 17 percent in 2002. Just like the ZDHS, the 
infection rate in 2002 was reported to be higher in the urban (26 per cent) compared 
with rural (11 per cent) areas. 
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Figz~ 17: HIL7prevalence rate b urban/mml 
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Source: CSO, CBoH, Measure DHS+, (2003) Zambia Demographic and Health Survey, 2001-2002, 
Calverton Maryland, USA: Central Statistical Office, Central Board of Health, and ORC Macro. 

The highest prevalence rate was recorded in Lusaka, seconded by the Copperbelt 
Province, with the lowest level reported in Northern Province. Generally, the urban 
had higher infection rates than the rural provinces. 

FzQre 19: HIVprei)alence rate b_y province 
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Calverton Maryland, USA: Central Statistical Office, Central Board of Health, and QRC Macro. 
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Cha I I eng es 
The major challenges in combating HIV and AIDS include the following: 

0 Overcoming the stigma associated with HIV and AIDS. 
0 Limited access to prevention, treatment and care and support programmes. 
0 The multi-faceted nature of the epidemic. 
0 Gender inequality. 
0 Health education on VCT and ART. 
0 Responsiveness of health system. 
0 Human resource constraint. 

Supportive Environment 
Since the first case of HIV/AIDS was reported in 1984, the government of Zambia 
has put in place national HIV/AIDS prevention programmes. The initial programme 
started in 1986 with the establishment of the National AIDS Prevention and Control 
Programme (NAPCP), which formulated short and medium term plans that set 
priority opera t iona I a reas. 

In  1999, the National AIDS Council (NAC) was created. This semi-autonomous, 
multi-sectoral body has developed a National HIV/AIDS/STI/TB Strategic 
Intervention Plan (2002-2005). The plan incorporates a mechanism for inter- 
sectoral co-ordination and collaboration. It contains strategies and interventions on 
prevention, treatment and care. These prevention and mitigation strategies and 
interventions have been developed to  encompass all government departments, the 
private sector, non-governmental sectors, religious and traditional groups and civil 
society. 

The political leadership has continued to fight against the pandemic in various ways, 
notably through regular references to the social, economic, and health impact of the 
pandemic in Zambia. Other efforts in combating the pandemic have included the 
Zambian parliament which passed the NAC Act in 2002; HIV/AIDS has been 
mainstreamed in the Poverty Reduction Strategy Paper (PRSP); establishment of 
HIV/AIDS sub-committees (task forces) under the Provincial and District 
Development Co-ordinating Committees (PDCCs and DDCCs); involvement of 
traditional and religious leaders in the fight against the pandemic; provision of anti- 
retroviral therapy in public hospitals. Most recently the government has moved to  
decentralize the free distribution of ARVs to district levels. The government has also 
endorsed the 3 by 5 HIV global initiative (3  million people living with HIV and AIDS 
on ARVs by the end of the year 2005) being spearheaded with cooperation from 
multi- and bi-lateral co-operating partners as a way of increasing access to  ARVs in 
the world. On her part, Zambia hopes to put 100,000 people on ARVs during the 
same period. 

Other positive measures in addressing the scourge are the establishment and 
expansion of voluntary counselling and testing (VCT) and prevention of mother-to- 
child transmission (PMTCT) programmes to  district levels, support t o  home-based 
care programmes, incorporation of nutritional programmes as part of care and 
support of people living with HIV and AIDS (PLWHA) and the provision of condoms 
and drugs for sexually transmitted infections (STIs). 
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Target 8: Have halted by 2015, and begun to reverse the incidence of 
malaria and other major diseases 

Table 8: StatuJ in F&zwes 

Indicator 1990 2002 

New malaria cases per 1000 255 377* Less than 121 
Malaria fatality Rates per 1000 11 48 
Households with ITN (%) - 14 

* Data for 1999 
Source: CSO, CBoH, Measure DHS+, (2003) Zambia Demographic and Health 
Survey, 2001 -2002, Calverton Maryland, USA: Central Statistical Office, 
Central Board of Health, and ORC Macro.,P 155. 

Status and Trends in Malaria and other major diseases 
Malaria is endemic throughout the country and continues to be a major public health 
problem. It is the leading cause of  morbidity and mortality among the population 
and affects especially the pregnant women and the children below the age of five. I n  
2002 a total of 4 million cases of malaria were diagnosed in Zambia accounting for 
37 per cent of all hospital patient attendance. Yet access to  insecticide-treated 
mosquito nets (ITNs) is a serious challenge. I n  the same year, 2002, only 14 per 
cent of the households had at  least one insecticide-treated net. Sixteen per cent of 
the children had been reported to have slept under a bednet and 17 per cent of the 
pregnant women had slept under a bednet (CSO, CBoH and Macro., 2003:156-157). 

Table 11 shows that a total of 27.2 per cent of the households in the country owned 
a mosquito net with only 13.6 per cent of the people owning an insecticide-treated 
net. 
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Percentage of house 
Background 
Characteristic 

O/O of household 
that have more 
than one net 

14.3 
7.5 

-~ 

Table 9: Ownership f mosquito nets, 200 1 -2( 
olds with a' 
Insecticide Number of 

households 

2,437 
4,689 

Residence 
Urban 
Rural 
Province 
Central 
Copper belt 
Eastern 
Lua pu la 
Lusaka 
Northern 
North-western 
Southern 
Western 
Total 
Source: Central Statistic 

5.3 
4.5 

2.3 
4.5 
14.0 
4.4 
3.6 
2.8 
2.3 
2.8 
2.0 
4.8 

treated 

34.9 
23.3 

23.6 
30.1 
25.7 
33.7 
29.3 
21.3 
32.1 
20.3 
31.6 
27.2 

16.1 
12.4 

11.0 
9.8 

7.2 
14.7 
12.3 
25.1 
11.7 
12.1 
23.0 
6.2 

656 
7,126 

15.6 
13.6 
Office, Centr 

I2 

soaked 

I 

490 

999 
652 
976 
1,028 
371 
734 

1,221 

Board of Health and ORC Macro., (2003), Zambia . .  
Demographic and Health Survey, Lusaka, Maryland., P 155 

The incidence of malaria rose from 255 per 1,000 in1990 to 377 in 1999 with fatality 
rates also rising. Children under 5 years are six times more likely to get malaria and 
ending up a t  a health facility than older age groups. Malaria incidence (900 per 
1,000 population) and fatality rates (42 deaths per 1,000 admission) are higher than 
in older children. 

Another disease which is causing stress on the public health system in Zambia is 
tuberculosis (TB). In  2000, the prevalence rate was 512 per 100,000 population. 
Figures 12 to 14 provide more information on TB in the country. 

Figure 12 shows that the cure rates in all the provinces, except North-western, are 
beyond 50 per cent. The cure rates in all the provinces, except for Eastern and 
Southern provinces, have been improving (old compared with new cure rates). 
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F&UR 12: E3 cure Rates in Zambia 
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Source: CBoH, 2005. Report on National TB Meeting, April 2005. 

Figure 13 shows that the proportion of patients found to be TB smear positive was 
highest in Northern and lowest in North-western. Generally, though low proportions 
of people are found to be positive. This might require strengthening of diagnostic 
procedures including laboratory and training of people involved in TB diagnosis and 
control . 

F&ure 13: TB Smear Positiui~for 2003 and 2004 
Smear positivity 2003 and 2004 

L 

8 

Figure 14 shows that high notification rates were reported in Lusaka (highest) and 
Copperbelt (second highest). With the addition of Southern Province, these were the 
only provinces that had a notification rate of at least 10 per cent. The factors 
leading to such low notification rates might include access to TB diagnostic and 
treatment centres, limited trained staff, limited monitoring and supervisory visits and 
long distances to the diagnostic and treatment centres. 
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F&are 145: TB Notification Rates Per Province, 2004 

Notifications per Province 2004 
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Northern 
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Challenges 

The challenges in halting and reversing incidences of malaria and other major 
diseases in the country include: 

0 

* 

Infrastructure and human resource constraints (for diagnosis and treatment). 
Low levels of ownership and use of mosquito nets. 
Low levels of preventive malaria drugs (anti-malarial chemo-prophylaxis). 
Inadequate in-door residual insecticide spraying programmes. 
Poor treatment seeking behaviour. 
Inability to implement existing public health legislation on malaria and other 
major diseases. 
Maintaining the momentum in preventive strategies. 
Drug resistance. 
Having reliable TB treatment partners. 
Inadequate availability of services (long distances, transportation and 
operational costs). 
Access to health education programmes. 

Supportive Environment 

The government has adopted infection prevention therapy (IPT) in malaria and TB 
(contact tracing when a family member is diagnosed with TB). The government has 
adopted an Anti-malarial Drug Policy as a presumptive treatment of fever with 
sulpha-pyrimethamine (SP), known as Coartem (as the first-line of drug replacing 
chloroquine), and the promotion of efforts to increase its availability a t  the 
community level. Malaria prophylaxis (taking preventive anti-malarial drugs) during 
pregnancy is also a national policy. Since 1999, Zambia has been involved in the 
global social movement to Roll Back Malaria (RBM). The purpose of this strategy is to  
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halve the incidence of malaria by 2010. The strategies under this initiative include 
the provision of insecticide-treated nets (ITNs), malaria preventive treatment (long 
term chemo-prophylaxis or preventive intermittent treatment) and in-house 
insecticide spraying. There have also been malaria awareness and/or preparedness 
initiatives by government departments. Malaria programmes at  the district level have 
been incorporated in the DDCC plans. 

The WHO international standard regime for treatment of TB, direct observation 
treatment short-course or therapy (DOTS) has also been domesticated in Zambia. 
Treatment partners vary appropriately from health providers, community health 
workers or family members. The anti-TB drugs are also freely made available at  local 
community level. 
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Target 9: Integrate the principles of sustainable development into country policies and 
programmes and reverse the loss of environmental resources 

Percentage of  Land protected to  maintain 
biological diversity * 
Energy use (metric ton oil equivalent) per $1  
GDP (PPP) # 
Carbon dioxide emissions per capitan 

Consumption of ozone depleting 
chlorofluorocarbons (CFCs) in ODP tonsP 
Percentage of  population usinq solid fuels# 

Table IO: Statzts in F&wes 

38.8 39.2 39.6 39.6 39.6 

0.3 0.2 
(1999) 
95.57 45.12 44.54 43.04 

86 82 80 80 

Indicator 11990 I1996 12001 I2003 I2004 
Percentage of  land covered by forest* 1 59.8 I 59.1 I 59.6 I 4 5  

Status and Trends 
Zambia‘s forests continue to be under tremendous pressure as a result of a variety 
of reasons with wood harvesting for fuelwood (mainly charcoal) and timber, and 
clearance for agriculture and human settlement being the primary ones. The rate of 
deforestation that has been for decades quoted to be about 300,000 hectares per 
annum is currently reported to be 800,000 hectares per annum (FA0 Resource 
Assessment, 2000). I n  2003, a forestry resource assessment found that high- 
medium-, and low-density forests covered 30.1 million hectares (ha) equivalent to 
40 percent of the total land area. Trees growing outside coherent forests, mainly as 
scattered woodlands, covered an additional 3.4 million ha, bringing the combined 
forested and wooded area to 33.5 million ha, or 45 percent of Zambia’s total land 
area. This represents a downward trend compared to previous estimates that had 
put the coverage of forests and woodlands at 60 percent (ZFAP, 1998). At this rate 
of reduction, unless drastic measures are taken to arrest the rampant illegal and 
unregulated destruction of this vital resource, Zambia risks having her forests wiped 
out in the next two decades. 

Zambia’s biological diversity is protected in 19 national parks, 35 Game Management 
Areas (GMAs) and 488 national and local forest reserves, covering 8 percent, 22 
percent and 9.6 percent of the country’s land area, respectively. The percentage of 
land protected to maintain biological diversity has, in the last five years remained 
constant (at least nominally) owing to lack of excision of any forests. However, a net 
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total of 83,714 ha from 17 forest reserves, mainly on the Copperbelt, are lined-up 
for excision. 

The poor status of most of the national parks and forest reserves is of much concern 
when considering biological diversity. I t  is reported that 87 of the total of 180 
national forest reserves and 167 of the total of 308 local forests are at various 
degrees of encroachment (MTENR, 2004). I n  addition, a recent assessment of 
national parks suggests that 11 of the 19 national parks were either declining or 
degraded in status (MTENR/UNDP, 2005). Aerial surveys of the animal population in 
national parks and GMAs showed that while there was stability in the numbers of 
some species such as elephant, buffalo, impala, puku, warthog, zebra, Kafue lechwe, 
black lechwe and Tsessebe, for others there was a general decline due to poaching 
especially in GMAs (GRZ, 2005). 

Zambia's energy use has risen sharply over the years. I n  2003, in all sectors of the 
economy and in households was estimated a t  10.8 million Tonnes of Oil Equivalent 
(TOE) per annum, as compared to 4.7 million TOE in 2000 and 4.4 million TOE in 
1990. The per capita energy consumption has also increased from 22.5 Giga Joules 
(GJ) in 1990 to 20 GJ in 2000 and 42 GJ in 2003. This increased use of energy is 
attributed to increased economic activity. The indicator of percentage of population 
using solid fuels has stagnated at 80 percent for more six years up to 2003 as the 
proportion of the population with access to energy has remained constant at 20 
percent. This indicator has implications for the achievement of the health MDGs as 
use of solid fuels has a negative impact on the health of the population, especially 
women. I n  addition i t  has implications for forest degradation as people 
indiscriminately access forests for energy. 

Since the last green house emission inventory in 1994 no new data is available for 
carbon dioxide emissions. However, given increased economic activity (energy use, 
agricultural and mining activities, and waste generation) with no corresponding 
measures to curb emissions, it is most likely carbon dioxide emissions are increasing. 
Nonetheless, consumption of ozone depleting CFCs is progressively reducing 
following Zambia's implementation of her obligations under Vienna Convention on 
the Protection of the Ozone Layer and it's Montreal Protocol on the Phase-Out of 
Ozone Depleting Substances. This achievement has been made possible by effective 
use of internationally available assistance to transfer ozone-friendly technologies to 
the Zambian industry. 

Challenges 
Zambia has numerous challenges in integrating the principles of sustainable 
development into country policies and programmes and reversing the loss of 
envi ro n m e n ta I resources. These i n cI u de : 

High levels of poverty with a large proportion the population, especially rural 
dwellers, depending on natural resources for their livelihoods accompanied 
by a weak administrative and legal framework and breakdown of traditional 
values and practices which previously ensured a high degree of social 
responsibility and equitable sharing of resources within a natural equilibrium. 
Lack of coordination between sector policies and until recently compounded 
by the lack of an over-arching environmental policy that would serve the 
purpose of harmonizing and integrating the roles and policies of various 
players and numerous government institutions that are in one way or 
another involved in environmental matters. 

0 Deficiencies in institutional capacities that have rendered ineffective the 
enforcement of legislation and implementation of poticies and strategies to 
do with environment and natural resources management coupled with an 

0 

0 
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administrative system that does not impress on public institutions to fully 
account for their activities. 
Poor mechanism for genuine participation of communities in development 
programmes resulting in lack of sustainable development. 
Low public awareness and limited access to  alternative and environmentally 
friendly technologies in fields such as energy. 

0 

0 

Supportive Environment 
Some positive developments continue to occur which have the implication of 
improving the supportive environment. The planning landscape is being revamped 
with the decision to revert to national development planning which will also 
encompass the district level. Together with the Decentralization Policy that is now 
under implementation, i t  is most likely that issues of environment and natural 
resources will be given prominence. 

Further implementation of the Medium Term Expenditure Framework (MTEF) and its 
Activity Based Budget has resulted not only in the public having a say in the budgets 
of sectors but also in improvement on releases of budgeted funds. 2004 saw marked 
improvement in release of funds to  Ministries (100% of the poverty reduction funds), 
thereby improving the capacity of institutions to improve implementation of 
programmes. 

The preparation of the National Policy on Environment has been finalized. The 
National Energy Policy has also undergone review. Government has commenced 
activities that will lead to the establishment of the Forestry Commission (possibly by 
January 2006) and effect the enforcement of the Forestry Act of 1999, thereby 
addressing the capacity issues that have incapacitated the current Forestry 
Department. 

The capacity issues at ZAWA are being addressed with the improvement in the 
financial position of the institution as a result of commencement of safari hunting 
and improved donor assistance. Disbursement of community share of wildlife 
revenues through the Community Resource Boards has improved and this is likely to 
commit the communities to participate in conservation of wildlife and reduce 
poaching. A multi-million dollar project has been approved by UNDP/GEF to  finance 
the improvement and reclassification of Zambia‘s Protected Area System. 

I n  2005, the Natural Resources Consultative Forum has been operationalised and is 
likely to  provide an important forum for addressing some of the key issues amongst 
all key stakeholder and lead to improved coordination and effective implementation 
of programmes. 

The Environmental Council of Zambia has expanded its operation by opening offices 
in Copperbelt and Southern Provinces - a measure that is likely to bring it closer t o  
the people in order to improve enforcement of regulations and increase public 
awareness. 

All the above provide a picture of an improving enabling environment but eventually 
what counts is the implementation of programmes and measures with measurable 
results. Unfortunately, Zambia has earned itself a name in having ‘good policies’ 
which have not been implemented. 
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Target 10: Halve by 2015 the proportion without sustainable access to safe 
drinking water and basic sanitation 

All Zambia 
Rural 
Urban 

Province 
Central 
Copperbelt 
Eastern 
Luapula 
Lusaka 
Northern 
North-Western 
Southern 
Western 

Table I I: Statm injgures 

I1991 I 1996 I 2000 1 2003 

24 18 14.9 
6 2 2.9 (2001) 
47 45.9 44.8 (2001) 

18 14 10.9 
52 52 47 
8 2 2.6 
17 4 2.3 
43 33 25.8 
15 2 3.7 
20 4 2.9 
14 9 13.4 
8 5 3.3 

Indicator: 
Water, percentage of ho 
All Zambia 

Ru ra I 
Urban 

Province 
Central 
Copperbelt 
Eastern 
Luapula 
Lusaka 
Northern 
North-Western 
Southern 
Western 

Indica tor: 

;eholds with a 
50 
20 
90 

43 
86 
39 
28 
91 
21 
27 
42 
32 

ess to  an improved water soul 
47 I 49.1.... 

31.2 (2001) 

53 
67 
40 
10 
88 
11 
18 
55 
28 

31.6 
58.6 
28.4 

?* 
53 
37 
86 

42 
78 
63 
10 
95 
22 
32 
71 
27 

:* 
65 
57 
80 

75 
89 
40 
83 
68 
84 
81  
40 
17 

Note: "Data for 1991, 1996 and 2000 collected as "access to safe drinking water" 
which by definition is similar to 2003 on "access to an improved water source" 
**Data for 1991, 1996 and 2000 collected as "access to sanitary means of 
excreta disposal" which is defined as access to  flush toilet (whether private or 
communal) and ventilated pit latrines. This differs from the 2003 data on 
"improved sanitation" based on the UN (2003) definition which assumes that 
facilities such as a sewer or septic tank system, poor-flush latrines, simple pit 
or ventilated improved pit latrines are likely to be adequate, provided that 
they are not public or shared. Therefore, the 2003 data may not be 
comparable to that of the previous years. 
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Status and Trends 
Some progress is being recorded in terms of access to  improved water sources in 
Zambia. I n  2003, about 53 percent of the population in Zambia had access to 
improved water sources or to safe drinking water. Among the nine provinces, 
Lusaka Province had the largest proportion of population accessing improved water 
sources followed by Copperbelt and Southern Provinces. The least access to  
improved water sources was in Luapula. The trend is such that provinces with 
dominantly urban population had more access to  improved water sources given the 
presence of piped water in urban areas. The majority of the rural dwellers access 
their water from lakes/rivers and unprotected wells, which are not “safe” or 
“ i m proved ” , 

With the 4 percentage points gained in the three years, Zambia has potential to  
reach the target of halving the proportion of the population with access t o  improved 
water sources. 

Access to proper sanitation in Zambia, has been lagging behind that of water. 
However, application of the standard UN definition for ’access to improved 
sanitation” as used in the target on sanitation captures 5 1  percent of all Zambians 
(56 percent rural and 40 percent urban) who use ‘own‘ pit  latrines. Whether, or  not 
these facilities are “correctly constructed and properly maintained” as qualified by 
this UN definition, cannot be determined from the data presented by CSO. However, 
it is a fact that the majority of these would have been left out if the standard 
definition of proper sanitation that regards pit latrines as improper hitherto used in 
Zambia was applied. Therefore, in the absence of comparable data for the previous 
years i t  becomes difficult to determine the actual trend of this target. Given that 
just over half of Zambians depend on pit  latrines, it is clear that this inadequate 
sanitary infrastructure is likely to still lead to water contamination and to  diseases 
like diarrhea, dysentery and cholera. For this reason, i t  is necessary to improve 
access to proper sanitary facilities for the country to improve the lives of both urban 
and rural communities. 

Challenges 
Some of the challenges to attain improved access to  safe water and sanitation are: 

Weak legal and institutional framework especially for water supply and 
sanitation. 
Inadequate investment in water supply and sanitation infrastructure 
especially in rural and peri-urban areas where cost recovery may not be 
possible. 
Poor operation and maintenance of urban and rural water supply facilities 
resulting in restricting the services to a small number of consumers and 
making the cost of services unaffordable for the urban poor. 
Lack of effective community participation and stakeholder involvement in the 
design, operation and management of water supply and sanitation facilities. 
Inadequate low-cost, appropriate and sustainable water supply and 
sanitation technologies to provide alternatives to the high cost technologies. 
Inadequate information, education and communication (IEC) programmes 
with respect to water and sanitation. 
Mushrooming of unplanned and illegal urban settlements, making the 
provision of facilities difficult. 

Millennium Development Goals- Status Report 2005 



Supportive Environment 
The National Water Policy, formulated in 1994, is being reviewed to  provide for 
effective management of water resources as well as water supply and sanitation. 
Under the National Water and Sanitation Council (NWASCO), a Devolution Trust Fund 
(DTF) has been established to finance the implementation of water supply projects in 
peri-urban areas by commercial utilities. 

Sector reforms that have seen the separation of water resource management from 
water supply and sanitation are in progress and have further been augmented by the 
work of the Water Resources Action Programme (WRAP). 

The WASHE concept (Water, Sanitation and Health Education) that has been the 
vehicle for rural water supply and sanitation continue to be implemented in all 
districts of the country and are being strengthened by District strategic planning and 
implementation of the Decent ra I isation Pol icy. 
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FOREWORD 

On behalf o f  Government, I wish to present the Green Paper for the Med ium Term Expenditure 
Framework (MTEF) 2007-2009 as a consultation document. Government once again, through this 
process, would l ike to reaffirm i t s  commitment to preparing an MTEF (2007-2009) based on the 
principles o f  transparency, accountability and responsibility. This Green Paper has been prepared 
based on the Fifth National Development Plan (FNDP). The strategic focus o f  the FNDP is  
socio-economic infi-astructure and human resource development aimed at promoting wealth 
creation through sustained broad-based economic growth and poverty reduction. 

In the medium-term, Government’s macroeconomic objectives are aimed at preserving and 
consolidating the relative macroeconomic stability achieved in last few years. In this regard 
implementation o f  prudent fiscal and monetary policies will continue, particularly by limiting 
government borrowing. Other efforts will focus o n  strengthening tax administration and resource 
mobilisation as wel l  as reducing and realigning expenditures on non-priority areas while stepping 
up poverty-related expenditures. 

Further, Government will continue with i t s  structural reform programme in the area o f  private 
sector development (PSD), public expenditure and financial management and financial sector 
development. 

This Green Paper also recognises the Decentralisation Policy which aims at devolving some 
functions, authority and control o f  resource allocation and utilization f i o m  Central Government to 
Local Authorities. In this vein, Government will accelerate the implementation o f  reforms in an 
effort to improve public service delivery by placing greater responsibility on local authorities who 
are closer to the people. 

Lastly, I urge a l l  stakeholders to participate fully by providing valuable comments that wi l l  be 
incorporated in the MTEF and 2007 Budget. 

C. Evans Chibiliti 
Secretary to the Treasury 

MINISTRY OF FINANCE AND NATIONAL PLANNING 
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1.0 INTRODUCTION 

1 This document i s  divided into four parts. T h e  f i rst  part outlines Government’s 
macroeconomic objectives for the medium-term. The second part contains Government’s 
proposals o n  the allocation o f  resources by expenditure type; and the third part shows 
expenditures by functional classification. Indicative ceilings for Ministries, Provinces and 
Spending Agencies (MPSAs) are contained in part four. The last part contains the conclusion. 

2.0 THE MACROECONOMIC FRAMEWORK, 2007-2009 

2.1 Macroeconomic Objectives 

2 In the medium term, Government shall focus on consolidating past macroeconomic gains 
by maintaining a relative macroeconomic stability. In this regard, the broad 
macroeconomic objectives which are also in line with the Fifth National Development 
Plan (FNDP) are to: 

(a) accelerate pro-poor economic growth; 

(b) stabilise inflation to single digit; 

(c) achieve financial and exchange rate stability; and 

(d) sustain a viable balance o f  payments and external and domestic debt position. 

2.2 Macroeconomic Targets and Strategies 

2.2.1 Targets 

3 During the period 2007-2009, Government aims to: 

(a) 

(b) 

(c) 

Achieve real GDP growth o f  at least 6 percent a year; 

Bring down end-year inflation to n o  more than 5 percent; 

Limit domestic borrowing to 1 .O percent o f  GDP in 2007, and 0.5 percent o f  GDP in 

2008 and 2009; and 

Increase the coverage o f  official gross international reserves to at least 2.0 months o f  

imports in 2007 and 2.4 months in 2008 and 2009. 
(d) 
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Table 2: Key Macroeconomic Targets, 2006-2009 
2006 2007 2008 2009 

Real Sector 
Real GDP 6.0 6.0 6.0 6.0 
Inflation rate (e.0.p) 

Inflation rate (annual average) 
5.0 5.0 5.0 5.0 

8.6 4.9 5.0 5.0 

39, 299 44,142 48,292 53,116 Nominal GDP ( K  Billions) 

Government Sector 
Primary balance (% of GDP) (0.9) (1 4 0.07 0.52 

(2.4) (1 .O) (0.5) 
1 .o 0.5 0.5 

(2.9) 
Domestic borrowing (% of GDP) 

(4.7) (3.1) (4.2) (4.5) Current account balance, incl. grants (% of GDP) 

Overall balance (% of GDP) (3.3) (3.3) (4.6) (4.5) 
Gross International Reserves (months of import cover) 1.5 1.8 2.2 2.5 
Source: Ministry of Finance and National Planning 

Overall balance ( YO of GDP) 
1.6 

External sector 

Strategies 

4. Broadly, Government’s intention i s  to target key and potential growth sectors by 
diversifying fkom the traditional copper sector in line with strategies contained in the FNDP whi le 
relying on the private sector as key partner in national development. In addition, prudent and 
fiscal policies will be pursued to maintain a stable economic environment. Structural reforms 
especially in the financial sector will be accelerated and deepened in order to support private 
sector development 

Economic Growth  and Poverty Reduction Measures 

5. In the medium term, Government wil l focus o n  accelerating pro-poor growth by 
emphasising the implementation o f  policies that are both growth-oriented and pro-poor. The 
broad macroeconomic objectives will thus be two-fold: (1) Increase overall economic growth rate 
and (2) ensure that growth benefits the poor. In this regard, Government will continue 
encouraging traditional growth areas such as mining, construction, wholesale and retail trade with 
a deliberate policy to targeting new growth opportunities that can significantly reduce poverty. As 
outlined in the FNDP, the growth strategies in the medium term shall therefore include supporting 
rural development, especially agriculture; encouraging stronger linkages between agriculture and 
manufacturing, especially through up-stream linkages to ago-related processing; stimulating 
stronger tourism growth; and supporting the expansion o f  a strong and diversified economy. 

6. In mining, the growth i s  mainly going to emanate f rom large-scale mining due to the 
opening o f  new mines and assumed relative high metal prices in the medium term. The 
development o f  Lumwana mine in North Western province i s  particularly expected to spur 
growth by increasing the sector mineral output. 

7. At institutional level, capacity shall be built in the Ministry o f  Mines and Mineral  
Development (MMMD) to undertake extensive geological mapping and detailed mineral 
exploration and to offer the much needed laboratory services to  the mining and exploring 
companies. Government will also make efforts to integrating the copper mining sub-sector into 
the Zambian economy by encouraging value addition. On the regulatory and legal front, reforms 
shall be undertaken particularly in reviewing mining related legislation and particularly the Mines 
and Minerals Act  (1995). Overall, the focus o f  Government shall be under-pinned by the 
diversification programme that Government has committed itself to. 
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8. With regard to tourism, Government shall prioritise development by concentrating o n  the 
Kafue National Park and surrounding game management areas; the Northern Circuit 
Development and Lower Zambezi National Park and surrounding areas. Other areas shall include 
Lusaka Region and surrounding areas as well as the Livingstone Regional Development 
Programme. Promotional and marketing strategies wil l be employed in order to Increase the 
sector share to GDP and employment level. 

9. In agriculture, the emphasis in the medium term will focus o n  promoting high agricultural 
productivity and competitiveness in order to ensure food security, income generation, creation o f  
employment opportunities and reduction in poverty level. Government will undertake will 
increase investment in irrigation development and support; agricultural infrastructure & land 
development; animal health and livestock research, production, and marketing. Other 
programmes wil l  be agricultural extension; farm power and mechanization as wel l  as aquaculture 
development. 

10. In Manufacturing, the focus shall be investment promotion; technology and sk i l ls  
development and; MSMEs development and economic empowerment. Further, product quality 
improvement; support to private sector development and; export development will be prioritised 
in the medium term. In this respect, amongst the key strategies, Government shall prioritise the 
establishment o f  a one window facility i.e. the Zambia Development Agency which will 
amalgamate the Export Board o f  Zambia, Zambia Privatisation Agency, the Zambia Investments 
Centre and the Zambia Export Processing Zone Authority. 

Monetary and Financial Sector Policies 

11. 
during the period. 

Monetary pol icy will be geared to keeping end-year inflation to n o  more than 5 percent 

12. In the Financial Sector, the primary objective will be to  entrench and enhance financial 
system stability. In this regard, Government will among others continue to implement the FSDP. 
Some o f  the milestones to be achieved over the medium term will be the establishment o f  a Credit 
Reference Bureau (CRl3) and the establishing o f  an enabling environment in the micro-financing 
system. This development i s  expected to improve the credit culture in the country and lead to 
expansion in credit accessed by local entrepreneurs. 

13. With regard to the exchange rate, Government will continue to maintain the flexible 
exchange rate regime in harmony with other macroeconomic objectives. Where there will be 
undesirable fluctuations, the Central Bank will endeavour to smoothen the movements so as to 
maintain stability in the market. 

External Sector Policies 

14. The primary objective in the external sector wil l be to sustain a viable current account 
balance, improve the external competitiveness of the economy and maintain a sustainable 
external debt position. T o  sustain a viable current account, the main strategy remains that o f  
promoting export growth and maintaining a competitive exchange rate. 

15. The medium focus on external loans i s  t o  avoid a return to the high indebtedness o f  the 
past. External financing wil l  s t i l l  be sourced but foreign loans will be contracted for specific 
projects and for general budget or balance o f  payments support. Therefore, any new borrowings 
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over the period 2007-2009 will be procured in a manner that does not affect the debt 
sustainability negatively. The country shall also continue to  re ly  on highly concessional loans. 

16. Other measures wil l  focus on trade expansion and facilitation. In this regard a pi lot  
programme that will attempt to integrate the operations o f  a l l  institutions involved in trade 
facilitation at two points o f  entry (Chirundu Border Post and Lusaka International Airport) will be 
undertaken in the next two years. 

Structural Reforms 

17. Sustained economic growth requires the implementation o f  structural changes in the 
economy, so as to increase productivity in both the public and private sectors. The structural 
reform agenda during the medium t e r m  will focus on: private sector development by improving 
the business and investment climate; enhancement o f  efficient public service delivery system and 
decentralisation, particularly fiscal decentralisation. 

Private Sector Development 

18. Government in collaboration with cooperating partners will augment efforts in the 
implementation o f  the PSD Act ion Plan through complementary projects aimed at enhancing the 
participation o f  private sector in economic development. Further, implementation o f  the Financial 
Sector Development Programme (FSDP) will also continue, so as to  further improve financial 
intermediation and contribute to private sector development. 

19. The PSD seeks to enhance the efficiency o f  the institutions that serve the private sector. I t  
i s  expected that successful implementation o f  this programme should result in faster access to 
service, quicker and less onerous customs procedures, and greater customer satisfaction with the 
targeted institutions. Improvements to the regulatory frameworks will focus o n  tackling 
administrative barriers to investment. 

20. Other key focus areas will be the improvement o f  the regulatory framework in the key 
area o f  telecommunications. Attention will be devoted to addressing the barriers to  entry by 
among others improving the regulatory framework so as to enhance competition in the sector. 
The key reforms will therefore include the revision o f  the Telecom A c t  together with the 
licensing fkamework in the sector. 

Public Sector Reform 

21. Government will continue with i t s  reform programme based on the three pil lars which are 
(i) Public Expenditure Management and Financial Accountability (PEMFA), (ii) Public Service 
Management (PSM) and the (iii) decentralisation process. 

22. Under PEMFA, the key milestone will be the piloting o f  Integrated Financial 
Management Information Systems (IFMIS) in a few MPSAs. It i s  envisaged that IFMIS will be 
rolled out to al l  MPSAs by 2009. With regard to the PSM, the main focus will be the right-sizing 
o f  Government and the completion o f  the restructuring o f  the remaining institutions. 

7 



Fiscal Decentralisation 

23. Under decentralisation, Government intends to speed up the implementation process as 
stipulated in the Decentralisation Implementation Plan (DIP). One o f  the processes i s  Fiscal 
decentralization which i s  the allocation o f  revenue responsibilities and the rationalization o f  
expenditures between and among the various tiers o f  government. In the case o f  Zambia, this i s  
between the central and local governments. Fiscal decentralisation i s  one o f  the modalities o f  
implementing the Fifth National Development Plan 2006 - 2010 (FNDP). I t  i s  envisaged that 
fiscal decentralisation will improve programme implementation and service delivery at the local 
level. 

24. The method o f  fiscal decentralization espoused in the Decentralisation Policy i s  
devolution whose implementation i s  planned starting 2007. Underlying this process i s  the 
recognition that successful decentralization and fiscal decentralisation in particular depends upon 
local governments that have capacity to carry out their service delivery assignments and that 
when local governments do not have delivery capacity, transferring additional capital resources 
andor recurrent responsibilities will not produce desirable results/outcomes. Based on this 
understanding, three steps have been identified as key towards the establishment o f  sustainable 
intergovernmental transfer system in Zambia. These are as follows: 

i. That local governments are appropriately structured with adequate human resources and 
systems to  carry out their core business. 

ii. That local governments are have adequate recurrent resources to retain the required core 
capacity. 

... 
111. T o  optimize own resources, rationalize and reassign sectoral responsibilities and 

resources, and conditionally fund capital requirements through predictable, transparent 
mechanisms. 

25. 
currently being developed. These grants are: 

Against the above background, three transfer modalities (grants) to local authorities are 

i .  

11. 

iii. 

26. 

Restructuring Grant  to facilitate the restructuring o f  local authorities by clearing 
retrenchmentlretirement costs and other debts. 

Recurrent Grant. This grant i s  meant to support recurrent costs o f  the running Local  
Authorities in addition to own revenue sources such as property tax, personal levy and 
user charges and thereby address both vertical and horizontal imbalances. I t  i s  envisaged 
that the recurrent grant would replace the ad hoc general purpose grant currently being 
given to Local  Authorities. 

Capital Grant. This i s  meant to serve as a mode through which resources for 
development will be channelled to local authorities. 

Social Sector Policies 

During the period 2007-2009, the fiscal pol icy direction shall have greater attention to 
ensuring that the composition o f  public spending i s  not only growth -oriented but also pro-poor. 
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One o f  the public spending priorities shall be social sector spending particularly o n  health, 
education, water and sanitation. 

27. The health sector continues to be faced with the problems o f  inadequate drug supplies, 
poor infrastructure and equipment and declining number o f  frontline medical personnel. During 
the MTEF period, significant levels o f  resources will be directed towards addressing these 
problems especially provision o f  essential drugs and recruitment o f  frontline medical personnel. . 

28. Government will also make deliberate attempt to build at least one f irst level district 
hospital in the remaining 19 districts which would operate as a referral hospital t o  the satellite 
health centres. This i s  intended to improve accessibility t o  health centres in outlying areas, 
especially in the rural districts and also reduce congestion at the existing few f i r s t  level referral 
hospitals. 

29. In the education sector, the focus will continue to be on recruitment and retention o f  
teachers; procurement o f  education materials; and improvement o f  infrastructure in the sector, 
including construction o f  classrooms and teachers houses. These programmes will be undertaken 
with a v iew o f  expanding education in a manner that improves the overall education standards. 

30. With regard to water and sanitation, Government will strive to improve access to  safe 
drinhng water and basic sanitation. Government will, therefore, scale up investments aimed at 
increasing access to safe and adequate water supply to most o f  the peri-urban and rural areas. 
This would be done through capital investment programmes consisting o f  projects for 
construction o f  new facilities and rehabilitation o f  facilities to secure or safeguard existing 
coverage. 

Public Order and Safety 

31. The role o f  that that public order and safety plays in national development cannot be 
overemphasised. However, the functionality and working environment o f  the l aw  enforcement 
wings o f  Government, especially the police service has continued to be faced with constraints 
such as inadequate housing, poor conditions o f  service and working environment. I t  i s  
Government’s intention to change this situation around by increasing budgetary allocations to the 
l aw  enforcement wings. At the same time, a deliberate programme o f  infrastructure development, 
especially houses and police stations, will be undertaken. 
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3.0 FISCAL FRAMEWORK 2007-2009 

3.1 Objectives 

32. In the medium term, the fiscal pol icy objectives will continue to focus o n  contributing to 
macroeconomic stability, directing public resources to priority areas in l ine with the FNDP and 
expanding the revenue base. In this regard, the overall deficit will be contained to not more than 
2.0 percent o f  GDP while domestic borrowing will be constrained to, not more than 1 .O percent o f  
GDP. The containment o f  domestic borrowing i s  partly aimed at curtailing the rise in the high 
domestic debt and contributing to  the reduction o f  inflation and interest rates. 

33. In order to achieve the projected 2 percent overall deficit over the period, Government 
will continue exercising strong control on i t s  expenditures by reducing non-priority expenditures 
while stepping up poverty related expenditures. The resources f rom debt rel ief  provided under the 
MDRI as wel l  as the HIPC Initiative will be directed, to priority areas such as agriculture, health, 
education and infi-astructure in line with the FNDP. 

Resource Mobilisation 

34. In order to consolidate the fiscal objectives in the medium term, Government recognises 
the need to generate more revenues to  finance i t s  programmes. Although Zambia’s tax effort has 
been favourable in the region, i t s  share o f  GDP has reduced f rom over 19 percent in the early 
2000 to about 16.3 percent by 2006. The reduction has prompted Government to undertake 
reforms in both the tax system and tax administration. With regard to the tax pol icy reform, the 
objective wi l l  be to make the Zambian tax system, more buoyant, simpler and economically 
efficient, thereby contributing to increased revenue. The reform will also a im at improving the 
effectiveness o f  the tax system and eliminating tax inequalities that may distort resource 
allocation. In the area o f  tax administration, focus will be on enhancing efficiency. This will 
include, among others, client or taxpayer segmentation. 

35. With regard to non-tax revenue, Government will undertake a comprehensive audit and 
strengthen al l  revenue points to enhance collections. This will include: providing adequate 
logistics for non-tax revenue collecting agencies; reviewing current legislation; and adjusting fees 
and f ines to cost-effective and appropriate levels. 

36. The collection o f  non-tax revenues i s  also expected to be enhanced as a result o f  the 
introduction o f  the Integrated Financial Management Information System (IFMIS) under the 
PEMFA reforms. The IFMIS  will, among other things, allow for easier and automated trachng o f  
revenue collections by government agencies. 

37. As for external grants, it i s  expected that support f rom the co-operating partners during 
the period 2007-2009, will continue to increase due to Government’s prudence in fiscal and 
financial management. More fimdamentally, additional support i s  expected to  enable the country 
to accelerate progress toward meeting the Mi l lennium Development Goals (MDGs), particularly 
in health and education. 
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3.2 Resource Envelope for 2007-2009 

38. The resource envelope i s  the sum total o f  the domestic revenues, external grants and 
borrowing fi-om both domestic and external sources. For the 2007-2009 MTEF period, 
Government projects to raise total resources o f  K10,111.16 bi l l ion in 2007, K10,822.41 bil l ion in 
2008 and K11,704.44 bil l ion in 2009. This translates to 22.91 percent o f  GDP in 2007, 22.41 
percent o f  GDP in 2008 and 22.0 percent o f  GDP in 2009. (See Table 3.1 below) 

Table 3.1: REVENUE AND GRANTS, 2006 TO 2009 

TOTAL REVENUE AND GRANTS 89126.99 10,111.18 10,822.41 11,704.44 
Domestic Revenue 69409.48 7,709.92 

Tax revenue 
Income taxes 
Excise taxes 
Value-added tax (VAT) 
Domestic VAT 
Import VAT 
Customs duty 

Non-tax revenue 
External Financing 

General Budget Support 
Sector Wide Approaches (SWAPS) 
Project Grants 
MDRI 

6,190.81 
2,955.20 
935.90 
1,684.53 
755.00 
929.53 
615.17 
218.67 
1,717.51 
361.61 
283.63 
62.00 
1,010.27 

7,460.10 
3,354.80 
1,103.60 
2,207.10 
927.00 
1,280.10 
794.60 
249.82 
2,401.26 
628.15 
388.47 
147.73 
1,236.91 

8,581.00 
8,306.40 
3,718.70 
1,207.30 
2,414.60 
1,014.10 
1,400.50 
965.80 
274.60 
2,241.40 
662.70 
398.37 
0.00 
1,180.34 

9,624.14 
9,322.00 
4,173.20 
1,354.90 
2,709.90 
1,138.20 
1,571.70 
1,084.00 
302.14 
2,080.29 
577.79 
401.94 
0.00 
1,100.56 

Source: Ministry of Finance and National Planning 

39. The revenue forecasts adopted for 2007-2009 are based on relatively conservative 
assumptions and takes into account updated projections o f  key macroeconomic variables, recent 
revenue trends and the expected impact o f  tax policy and administration reforms. 

Domestic Revenues 

40. Domestic revenues include local taxes collected by the Zambia Revenue Authority 
(ZRA), non-tax revenue collected by mandated Government departments throughout the country, 
exceptional revenues such as dividends are from State owned and quasi-government enterprises 
and other miscellaneous revenues. In the MTEF period 2007-2009, Government has projected to 
generate about K7,709.92 bil l ion in 2007, K8,581 bil l ion in 2008 and K9,624.14 bil l ion in 2009 
from local (domestic) sources. Against the total resource envelope available to Government, this 
means that 81.6 percent o f  resources will come from domestic sources in 2007, 83 percent in 
2008 and 82.6 percent in 2009. The contributions to domestic revenues will come from tax 
revenues (income tax, excise duties, VAT and customs duties) and non-tax revenues 

Tax Revenue 

41. In the medium term tax revenue, as a proportion o f  GDP, i s  expected to increase from 
16.3 percent in 2006 to 17.6 percent by 2009. Thus, Government projects to raise K7,460.10 
bil l ion in 2007, K8,306.40 bil l ion in 2008 and K9,322.0 bi l l ion in 2009. 
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Non-tax Revenue 

42. Non-tax revenues are projected to increase from K249.82 bil l ion in 2007 to K302.14 
bi l l ion by 2009. With the re-introduction o f  appropriation-in-aid, revenue generation activities are 
likely to receive adequate funding thereby easing operational problems o f  institutions mandated 
to collect these revenues. 

43. 
and Government Bonds) and external loans. 

Borrowing i s  the level o f  resources that will be sourced through domestic (Treasury Bills 

External Grants 

44. External grants include project and programme grants provided to Zambia by 
Cooperating Partners/Donors as development assistance (aid). Current commitments show that 
total aid inflows (excluding loans) will increase to U S  $683 mil l ion in 2007 from US $585.9 
mil l ion in 2006. However, in 2008 they are projected to decline to U S  $638 mil l ion and further to 
U S  $588.5 mill ion in 2009. In kwacha terms, this translates to K2,401.26 bil l ion in 2007, 
K2,241.40 bil l ion in 2008 and K2,080.29 bil l ion in 2009. 

45. The decline in external grants i s  mainly explained by the fact that a number o f  donors 
have not yet finalised their country assistance strategies for the period 2007-2010. I t  i s  most 
likely that actual support would be much higher than what i s  projected. 

Table 3.2: External Grant Flows Projections 2007-2009 
2005 2007 2008 2009 

Actual Proj Proj Proj Proj 
................................................................................................................................................................................................................... ,. ........ .?!OS ......................................... ~ ......................................................... 

In US $ Millions ................................................................... .................................................................................................................................................................................... : .............................................. ........................................... ........ 
General Budget Support 131.1 93.3 153.9 160.2 137.0 

MDRl Assistance 13.4 36.2 ................................................. ~ 

Sector.W.ide..A~~.roache~..~poo!..Fund.in~~ 91.3 ...,...... 88.0 

....................................................................................................................................... .................................................................................... ............................................................................................... ........................................ 

............................................... 

..... .............................................................................................. ........................................... 
Olw Education 55.3 54.9 * ~ ................. ^ ................................................................................................................. ................................................ 

Health 36.0 33.1 37.1 ................................................................................................................................................................................................................................................................ � ...... ........ .E? .... ...... ,..39:7.,. ....... 
Project Assistance 272.2 358.4 ......... ' ....... 5 285.2 ....................... .......................... 260.9 
Total 585.9 641 .I 683 638 588.5 .................................................................................................................. * ._ .......................................................................... ........................... ................................. ~ ........................ ...... 

In % of GDP ................................................................................................................................................................................................................................................................�� ~ ........................................ ., ................................... .^ .............................. 
. .~?era!...Budse!.suPpo? 1.8 0.8 1.7 . 1.4 1 .I 
......................................................................................................................................................................................................... ......... O:!? 

Sector Wide Approaches 1.2 0.8 0.9 0.8 0.8 
................................................................................................................................................................................................................................................................+� .!?: ?... , ............. ..o .5. .................... 
................................................................................................................................................................................................................................................................@� ..... P:?. ._ . . . . . . . . . .  0.3 ..... 

Project. Assistance 3.7 3.2 2.8 2.2 1.8 

.................................................................................................................... ......... ._ ............................................. 
MDRl Assistance 0.0 0.3 0.0 0.0 

Olw Education 0.8 0.5 0.4 
........................................................................................................... ...........................................& ............................................... * ............ *.. .................................... 

Health 0.5 0.3 0.3 
................................................................................................... ........................................ ........................................ ._ ........................................... 

Total 6.8 4.9 5.3 4.4 3.6 
Source: Ministry of Finance and National Planning 
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3.3 Expenditures 

46. Total expenditures (including amortisation) are projected to be at K11, 164.63 billion, 
K11, 306.47 b i l l ion and K11, 950.03 b i l l ion in 2007, 2008 and 2009 respectively. As a 
percentage o f  GDP, the expenditures are estimated at 25.29 percent in 2007, 23.41 percent in 
2008 and 22.50 percent in 2009. Recurrent expenditure i s  projected to  stand at K8, 050.92 
billion, K8, 358.08 billion, K8, 955.82 billion, while capital expenditure i s  projected at K3,113.71 
billion, K2,948.39 b i l l ion and K2,994.22 b i l l ion in 2007,2008 and 2009 respectively. 

3.4 Expenditure By Type 

Personal Emoluments 

47. Government’s policy on personal emoluments for the c iv i l  service continues to be that o f  
containing the wage bill to within 8.0 percent o f  GDP. This i s  to enable Government direct more 
resources to priority areas, especially those o f  a developmental nature. As such, the salaries and 
wages bill i s  projected to be at an average o f  7.9 percent o f  GDP. 

48. However, Government will continue with i t s  effort to increase staffing levels in the 
education and health sectors. In this regard, net recruitment o f  the teachers and medical 
personnel has therefore been allocated K89 .O billion, K167.0 b i l l ion and K175.0 b i l l ion in 2007, 
2008 and 2009 respectively. From this allocation approximately 15,000 teachers and 5,715 
medical personnel are expected to be recruited over the medium term. 

49. Government has also set aside K246.6 b i l l ion in 2007, K169.0 b i l l ion in 2008 and K178.0 
b i l l ion in 2009 for the Medium Term Pay Reforms. In addition, Government wil l continue to 
implement the on-going restructuring programme in l ine with the Public Sector Reform 
Programme (PSW). In this regard, allocations amounting to  K80.0 billion, K85.6 b i l l ion and 
K91.9 b i l l ion have been set aside in the years 2007,2008 and 2009 respectively. 

Expenditure on Goods and Services (Recurrent Departmental Charges (RDCs)) 

50. In the medium term, spending on goods and services to sustain Government operations i s  
expected to decline as percent o f  GDP. General spending o n  goods and services in the medium 
t e r m  are estimated at 3.9 percent o f  GDP in 2007, 3.6 percent o f  GDP in 2008 and 3.0 percent o f  
GDP in 2009. This i s  in line with Government’s pol icy to reduce consumption spending while 
increasing expenditure on developmental programmes. 

51. Government i s  concerned with the current level o f  outstanding b i l ls  owed to road 
contractors, food suppliers and other suppliers o f  goods and services. In an effort to dismantle 
these outstanding bills, provisions amounting to K114.5 bil l ion, K95.5 b i l l ion and K105.0 b i l l ion 
in 2007,2008 and 2009 respectively, have been made. 

52. Government i s  also expected to continue with the constitutional review process which 
will include undertaking a census as a pre-requisite for administering a national referendum in 
compliance with Article 79 o f  the Constitution. Government has, therefore, made allocations o f  
K182.5 billion, K186.5 b i l l ion and K20.9 b i l l ion in 2007,2008 and 2009 respectively. 
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53. For  Awards and Compensations for court cases decided against Government, provisions 
made over the three year period i s  K80.0 bil l ion, K 7 8  b i l l ion and K70 b i l l ion in 2007, 2008 and 
2009 respectively. 

Grants and Other Payments 

54. Government proposes to spend a total o f  K1,655.6 b i l l ion in 2007, K1, 706.4 b i l l ion in 
2008 and K1, 973.5 b i l l ion in 2009 on Grants and Other Payments. As share o f  GDP, these are 
projected at 3.7 percent, 3.5 percent and 3.7 percent in 2007, 2008 and 2009 respectively. The 
major components in this category o f  expenditure are sector-wide Approaches (SWAPS), Zambia 
Revenue Authority (ZRA) and transfers to local authorities. 

55. With regard to SWAPS, support f rom cooperating partners to sectors o f  education and 
health are projected to be K388.5 billion, K398.4 b i l l ion and K401.9 b i l l ion in 2007, 2008 and 
2009. respectively. This i s  meant to  support the basic health care and basic education 
programmes, particularly for the purchase o f  essential drugs under health and school requisites 
under education. 

56. As regards transfers to Local Authorities, Government has in the medium term, provided 
a sum o f  K50.1 b i l l ion for recurrent grants for the 54 rural district councils in l ine with the FNDP 
focus on rural development and poverty reduction, K17.7 b i l l ion for grants in l ieu o f  rates for all 
councils and K2.3 bi l l ion for preparatory works in support o f  the fiscal decentralisation and the 
devolution process. These allocations are in addition to  the K25 b i l l ion restructuring grant that 
Government i s  currently providing. 

57. With regard to pensions, Government proposes to transfer K266.0 bil l ion, K292.0 b i l l ion 
and K409.0 b i l l ion to the Pension fund to cater for the normal grant and liquidation o f  arrears that 
Government owes the institution. The grant i s  meant to pay c i v i l  servants retired in national 
interest, early retirements and the deceased estates. 

58. The allocation to the Zambia Revenue Authority, in the medium term, are proposed at 
K135 billion, K141.6 b i l l ion and K148.70 b i l l ion in 2007, 2008 and 2009 respectively to  support 
the operations o f  the institution. 

Constitutional and Statutory Expenditure 

59. Constitutional and Statutory Expenditure largely made up o f  domestic and external debt 
payments as a share o f  GDP, i s  projected to decline, over the medium term period f rom 1.18 
percent in 2007 to 1.03 percent by 2009. This i s  mainly due to the attainment o f  the H IPC 
Completion Point and the Multilateral Debt Rel ief  Initiative (MDRI) which has resulted in a large 
portion o f  the external debt being cancelled by our bilateral and multilateral cooperating partners. 
As such, external debt interest payments, as a percentage o f  GDP, are expected to decline f rom 
0..12 percent in 2007 to 0.07 percent by 2009. 

60. Similarly, domestic debt interest payments are also expected to  decline over the medium 
term reflecting Government’s continued pol icy o f  reduced domestic borrowing. Government 
proposes to spend K491.2 b i l l ion (1.1 percent o f  GDP) in 2007, K463.0 b i l l ion (0.96 percent o f  
GDP) in 2008 and K480.5 b i l l ion (0.90 percent o f  GDP) in 2009. 
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Other Current Expenditures 

61. Government intends to continue implementing the Fertilizer Support and Food Strategic 
Reserve programmes but only up to 2008. This i s  in line with the init ial plans to  run these 
programmes for a limited time period. 

62. The Fertilizer Support Programme has, therefore, been allocated amounts o f  K150.0 
b i l l ion each in 2007 and 2008. The Food Strategic Reserve i s  expected to be self sustaining and as 
such allocations o f  K50.0 b i l l ion and K 3 0  b i l l ion have been provided in 2007 and 2008, 
respectively. 

63. In order to restructure the remaining parastatals and to meet contingent liabilities, 
Government has provided K180.2 b i l l ion in 2007, 178.7 b i l l ion in 2008 and K158.7 b i l l ion in 
2009. 

Capital Expenditure 

64. Capital expenditures are projected to increase slightly f rom 5.05 percent in 2006 to 5.64 
percent o f  GDP by 2009. Foreign financed capital expenditures are projected to  increase slightly 
f rom 2.92 percent o f  GDP in 2006 to an average o f  3.4 percent over the medium term whi le 
domestically financed and direct budget supported capital expenditures are projected to average 
2.26 percent o f  the GDP over the three year period. 

65. Foreign financed capital expenditures are projected at K1, 917.18 billion, K1, 670.65 
b i l l ion and K1, 322.65 b i l l ion in 2007, 2008 and 2009 respectively. Domestically financed 
capital expenditures are projected to be at K1,196.53 billion, K1,277.74 b i l l ion and K1,671.57 
b i l l ion in 2007, 2008 and 2009 respectively. F rom these resources, Government proposes to 
spend on the following items o f  expenditure: 

Table 4.1: Some Proposed Capital Expenditure, 2007-2009 
2007 2008 j 2009 

Construction of National K30.0 billion K73.0 billion . K90.0 billion 
Stadium 

.................................................................................................. GRZ Road Projects K249.48 billion K409.78 billion K494.04 billion 
Road Projects funded from K220.75 billion K245.03 billion K257.28 billion 

.................................................................................................. ..........,.... ...................................................................................... - ........................ ~ ............................................................................................................ ......................................................................... 
~ : ........................................ 

fuel levy 
K13.21 billion K14.66 billion K15.39 billion 

...................................... Youth Empowerment ...................................... K30.0 billion K30.0 billion : K30.0 billion 
Rural Electrification 

Other Capital K413.82 billion K434.10 billion K532.29 billion 

........................................................................ ._ ...................... ...* ......................................................................... .............. :... ........................................................................................................................................................................................................... 

.................................................................................................................................................................................................... ..................................................................................................................................................................................... 
................................................................................. ............................. " .......................... 

Source: Ministry of Finance and National Planning 

Multi lateral  Debt Relief Initiative (MDRI) Poverty-Related Expenditures 

66. Zambia's external debt has significantly reduced due to the attainment o f  the HIPC 
completion point and consequently the MDRI. Mos t  multilateral cooperating partners such as the 
IMF and the Wor ld  Bank have cancelled what Zambia owed by 100 percent. F r o m  this 
cancellation Government anticipates to make savings which it intends to use to  scale up 
expenditure on poverty reducing programmes such as agriculture (irrigation and animal health) 
and infi-astructure (roads). In 2007, Government intends to spend K147.7 b i l l ion f rom the MDRI 
savings. 
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Domestic Financing 

67. In l ine with Government policy to contain inflation and reduce interest rates, domestic 
financing during the period 2007-2009 will be limited to  1 .O% o f  GDP for 2007 & maintained at 
0.5% in 2008 and 2009 respectively. 

Net External Financing 

68. Net  external financing i s  projected at K612.03 b i l l ion (1.39 percent o f  GDP), K242.61 
b i l l ion (0.5 percent o f  GDP) and a repayment o f  K19.98 b i l l ion (0.04 percent o f  GDP) in 2007, 
2008 and 2009 respectively. 

3.5 Expenditure by Function 

69. Expenditure by function indicates central government expenditures in line with 
Government's development objectives. These objectives are embedded in the fol lowing 
functional classification: General Public Services; Defence; Public Order and Safety; Economic 
Affairs; Housing and Community Amenities; Environmental Protection; Education; Health; 
Recreation, Religion and Culture; and Social Protection. 

70. The allocation o f  resources by expenditure functions has been done in l ine with the 
strategic focus o f  the FNDP which i s  to increase budgetary outlays to health, education and 
economic sectors. On this basis, the proposed spending o n  economic and social sectors i s  
progressively increasing in the medium term as a share o f  total expenditure. Thus, expenditure 
on economic sectors i s  projected to increase to 18.16 percent in 2007, 18.77 percent in 2008, and 
19.14 percent in 2009. Similarly, spending on social sectors i s  projected to increase to 33.44 
percent, 34.77 percent and 35.55 percent o f  total expenditure in 2007,2008 and 2009 respectively 
(See table 4.2). 

Table 4.2: Expenditure by function of government, 2006-2009 
: 2007 2008 2009 ..................... ?006 ..................... : .... "... ....................................... .........., ...... .- ......... 

Kmillion : Kmillion : Kmillion Kmillion 

.... E!!!!?! ................................................................ .10!?36,0 11,355.29 11,554.17 12,192.1 0 
.......................... General Public Services 4,188.90 4417.29 4 240 46 4,316.09 

630.65 ' 651 .86 694.19 Defence " 654.9 - " 

................................................................................................................ ~ .- ...................................................................... 

...................................................................................... :. ...................................................................... : ......................................... ! ............................ ..: ................................. ..! ............................................................................................... 

...................................... ...... ................... .... 
................................................................................ Public Order and Safety ................................. 391.7 447.35 472.97 510.18 ......................................................................................................................... ............................................... ................................................ 
... Economic Affairs 1,844.80 2 169 11 2,333.25 

.......................... Housing and Community Amenities ......................... 292 : ........................................ 318.57 349.57 384.72 
Health .................................................................................... 1,098.40 1,442.15 " ....... 1,508.08 1,616.70 
Recreation, Culture and Religion 29.7 22.90 33.47 41 6 6  
Education 1,647.40 1,915.43 2,150.47 
Social Protection 45.7 61.01 : 72.25 82.58 , 

................................................................................................................................................................................ 2,61,:8? ... ;. .................. ..! ...... .....I ... .......................................................... .......................... 
Environmental Protection .. .,.38:? 1 ................................... 48.95 57.99 ............................................................................................................................................... .- .......... 

..................................... * ......... ." ............................................................. 

......................................................................................................... .:... .................................................. : ................................... " / ......................................................................................................................................... < 

.......................................................................................................... .................................................. .................................... ................................ ........... ?!!w190 ..... ..................................................... ~ ............ 

Source: Ministry of Finance and National Planning 
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Table 4.3: Expenditure by function as percent of total budget 
Functions 2006 2007 2008 2009 

General Public Services 40.68% 38.90% 36.70% 35.40% ................ 

Defence 6.43% 5.55% 5.64% ............................................ 5.69% 
Public Order and Safety 3.94% ...... 4.18% ......................... 

Economic Affairs 18.12% 18.16% 18.77% ................... 19.14% .. 
.................................. Environmental Protection 0.43% 0.42% 0.48% ........................ 

........... Housin s. .an.d...Co.r?mun.i!~..A~en.i~.ies ...................... ............................................................................................................... 2.87% 2.81% .................................................................................................. 3.03% 3.16% 

................................................ Health ......................... 10.71 Yo 12.70% ......... 13:.05%,. _ 13.26% 

... 0.29% ....................... 0.34% 0.29% 
Education .................................. ........................................... 16.18% ~ ............................................................ 16.87% ,... 17.35% ........... 17.64% 
Social Protection 0.45% 0.54% 0.63% 0.68% 
Source: Ministry of Finance and National Planning 

............................................................................................................................................................................................................... 

................................................................................................................................................................................................................................................................"� .i 

......................................................................................................................... ...................... .................................. 3,8504 ... ...................................... .................................................... 4:!?9. %..,... 

................................................................................................................................................... ~ _ ...... ...I .... ........... " 

.......................................................................................................................... ........................................................ .9,34"0.. ......................................... 

.Rerea!ip! ...Cu!!ure.and..Re!i~ion ............................... ,... ............................................................ ' ........................... ..0~?!?0/, .... ..................................................... I.. 

........................ .I 

General Public Services 

71. In 2007 Government proposes to spend approximately 40 percent o f  the projected total 
expenditure o n  General Public Services. This function encompasses several items that require 
substantial public financing such as: 

(a) Debt (both domestic and foreign) and Investment Management 
(b) Transfers to local authorities and other quasi government institutions such as ZRA 
(c) Administration and operation of/or support to the executive and legislative arms of 

government 

72. However, the proportion i s  anticipated to decline in the outer years. See Table 4.3. The 
reduction i s  due to the projected fall in the domestic and external debt payments and the reduction 
in Government administrative costs. 

Genral Public Services breakdown 

Centralised 
Administrative,, 

Executive 
7% 

14% 
Legislation 

6% 

General 
\Government 

Services 
73% 

Source: Ministry of Finance and National Planning 
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Defence 

73. Expenditure o n  this function i s  expected to decline fi-om 6.43 percent o f  the budget in 
2006 to an average o f  5.64 percent over the medium term. Within this category, a deliberate effort 
has been made to provide resources for the construction and rehabilitation o f  infi-astructure 
especially housing. In this regard, an allocation o f  K60.0 b i l l ion has been earmarked for this 
purpose over the three year period. 

Public Order and Safety 

74. Public order and Safety function includes administration o f  police affairs and services 
and fire protection services, administration and operation o f  courts o f  l a w  and prisons. The focus 
over the medium t e r m  will be on improving infi-astructure in police camps and construction o f  
new ones. I t  i s  in this vein that K85.6 b i l l ion has been set aside for the same over the MTEF 
period. 

Economic Affairs 

75. In line with proposed expenditure priorities outlined in the FNDP, it i s  envisaged that 
expenditure will be biased towards re-investment in agriculture, fisheries, and livestock. 
Government will also strengthen other relevant economic and social infrastructure such as roads. 
In this regard, Government proposes to spend 18.16 percent, 18.77 percent and 19.14 percent o f  
the total central government budget in 2007, 2008 and 2009 respectively. Some o f  the key 
programmes that Government intends to channel resources are shown in the Table below:- 

Table 4.4: Proposed allocations for Selected Programmes in Agriculture, 2007-2009 
2007 f 2008 2009 

Agriculture and Infrastructure and Development K20.0 billion f K20.8 billion K80.8 billion 
......................................................................... * ........................................................................ i ........................... 

Development 

Source: Ministry of Finance and National Planning 

Environmental Protection 

76. Expenditure in this function will focus on problems o f  natural resource management 
especially in “open areas” (land under traditional laws) where there are often i l l-defined property 
rights. The major issues will involve the strengthening o f  current instruments for  pol icy 
implementation such as licensing and the provision o f  a broad legal framework for  the sector. T o  
this effect, Government proposes to spend 0.34 percent, 0.42 percent and 0.48 percent out o f  total 
expenditure in 2007,2008 and 2009 respectively. 
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Housing and Community Amenities 

77. This function will absorb 2.81 percent o f  total expenditure in 2007 with the percentage 
increasing to 3.03 percent in 2008 and 3.16 percent in 2009. O f  the total allocation on this 
function, Government intends to spend 65 percent o n  water supply and sanitation. Government’s 
focus i s  o n  the peri-urban and rural water supply. In terms of  nominal figures, Government 
intends to spend approximately K27.5 b i l l ion on the construction o f  houses and K10.5 bi l l ion to 
be targeted towards water supply and sanitation. 

Recreation, Culture and Religion 

78. Government spending in relation to this function i s  on recreation and sporting services, 
promotion and preservation o f  culture and religious affairs. It i s  anticipated that this function will 
absorb 0.20 percent, 0.29 percent and 0.34 percent o f  total expenditure in 2007, 2008 and 2009 
respectively . 

Health 

79. The sector has been targeted as priority expenditure and as such, Government proposes to 
spend 12.70 percent o f  total expenditure on this function in 2007. This allocation will cater for the 
recruitment o f  doctors and nurses and the related costs associated with providing improved health 
care service. Government intends to spend 13.05 percent o f  total expenditure in 2008 and 13.26 
percent in 2009. 

Education 

80. Government proposes to spend approximately 16.87 percent o f  total expenditure in 2007 
on this function. Outlays on education include expenditure on services provided to  individual 
pupils and students. The primary objective i s  the enhancement o f  education at a l l  level (i.e. 
primary, secondary and tertiary). In this regard, Government i s  proposing to spend K 7 4  b i l l ion 
on infrastructure development and K 8 9  b i l l ion on curriculum development. In 2008, 17.35 
percent o f  total expenditure will be directed towards education and this will increase to 17.64 
percent in 2009 

Social Protection 

81. I t  i s  anticipated that Government will spend 0.54 percent o f  total expenditure on this 
function. Outlays on social protection include social security welfare and other related social 
programmes. Over the medium term, Government intends to spend 0.63 percent o f  total 
expenditures in 2008 and 0.68 percent in 2009 towards this function. 

4.0 SUMMARY OF THE CENTRAL GOVERNMENT BUDGET 2007-2009 

82. In summary, the central government budget for 2007-2009 i s  projected to be as follows: 

Total revenues and grants in 2007 are projected to amount to K10, 111.18 billion, 
K10, 822.41 b i l l ion in 2008 and K11, 704.44 bi l l ion in 2009. As a share o f  GDP, 
revenues and grants are projected at 22.91 percent, 22.41 percent and 22.04 percent 
in 2007,2008 and 2009 respectively ; 
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Total central government expenditures (excluding amortization) in 2007 i s  expected 
to amount to K11,164.63 b i l l ion in 2007, K11,306.41 b i l l ion in 2008 and K11, 
950.03 b i l l ion in 2009. A s  a share o f  GDP expenditures are projected at 25.29 
percent, 23.41 percent and 22.50 percent in 2007,2008 and 2009 respectively; 

From the projected total revenues and grants and proposed expenditures for the 
period 2007-2009 the overall deficit i s  projected to stand at K1053.45 billion, 
K484.06 b i l l ion and K245.60 b i l l ion in 2007, 2008 and 2009 respectively. This 
deficit wi l l  financed as follows: 

i. Domestic financing i s  projected at K441.42 bil l ion, K 241.46 bil l ion, and K 
265.58 b i l l ion or 0.7 percent, 0.5 percent and 0.5 percent o f  GDP in 2007, 
2008 and 2009 respectively. 
N e t  External financing i s  projected to  stand at K612.03 billion, K242.61 
b i l l ion and minus K19.98 b i l l ion or 1.39 percent, 0.5 percent and minus 0.04 
percent o f  GDP in 2007,2008 and 2009 respectively. 

ii. 

5.0 CONCLUSION 

83. The proposed macroeconomic framework and fiscal framework discussed in this paper 
set a solid platform for consultations o n  the resource allocation over the medium term. 
Government i s  committed to strengthening the link between agreed priorities and the expenditure 
plan in order to improve service delivery and ultimately the quality o f  l i f e  o f  the Zambian people. 
In that regard a deliberate attempt has been made to realign expenditures to accommodate the 
core FNDP programmes and as such MPSAs in preparing their estimates for 2007 - 2009 should 
take this into account. 

84. Further, this document i s  one o f  f i rst  steps used to k i ck  start the 2007 budgeting process. 
Therefore, this Green Paper gives an opportunity for a l l  stakeholders to comment and submit their 
recommendations to the Ministry o f  Finance and National Planning. 
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INDICATIVE EXPENDITURE CEILINGS FOR INSTITUTIONS, 2007-2009 
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2006 DOMESTIC BUDGET AND 2007. ZOOS INDICATIVE EXPENDITURE ALLOCATIONS 



2006 DOMESTIC BUDGET AND 2007. 2008 INDICATIVE EXPENDITURE ALLOCATIONS 



2006 DOMESTIC BUDGET AND 2007.2009 INDICATIVE EXPENDITURE ALLOCATIONS 

Conthamcv 

3,658,000,148,888 I 4,7~0,144,214,494 I 4,780.836,B2S,210 I 1,384,010,721,530 

8,800,000,000 12.000.WO.WO I 20.W0.000.000 I 29.0W.000.000 



2008 DOMESTIC BUDGET AND 2007 -2009 INDICATIVE EXPENDITURE ALLOCATIONS 

99 cQ&&n€isn d 5ml”t.w Emmdmm 1.438.520.WO.WO 995.801 .MO.WO 914.577.603.997 858.833.482.01 3 
ORAND TOTAL l,903,i35,13B,OOg I 0,166,666,404,427 I 9,513,415,059,5Bl I 10,4B1,514,5M,15B 




