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EXECUTIVE SUMMARY 
 

Poverty in Zambia 

 

i. As in many countries throughout Sub-Saharan Africa and around the developing world, 

poverty in Zambia is overwhelmingly a rural phenomenon.  In 2010 the moderate poverty rate in 

rural areas was 74 percent, more than double the urban poverty rate of 35 percent. Because roughly 

two-thirds of the population lives in rural areas, the countryside is home to 80 percent of Zambia’s 

poor. Rural poverty is also far more severe: almost 90 percent of Zambians living below the extreme 

poverty line are concentrated in rural areas, and the poverty gap index (a measure of how far 

average incomes fall below the poverty line) is far higher for the rural population than for their 

urban counterparts (20 percent and 3.7 percent, respectively).   

 

ii. Between the mid-1990s and mid-2000s Zambia achieved substantial progress in reducing 

poverty nationwide. However, more recent changes in poverty rates have become increasingly slight 

and uneven, with much of the returns to growth accruing to a relatively small segment of skilled 

workers the urban formal sector. Since 2006, changes in the rural, urban and national poverty rates 

have all been statistically insignificant despite the rapid growth of the Zambian economy during the 

period. From 2000-2010, Zambia’s GDP increased by an annual average of 5.7 percent, driven 

primarily by the mining, construction, financial services and tourism industries, all of which are 

strongly associated with the urban economy. Job creation, however, has been relatively weak; the 

fastest-growing sectors account for only a small fraction of the national labor force, and high 

unemployment across the urban economy has sharply limited the poverty-reducing impact of 

growth. According to data from Zambia’s most recent Living Conditions Monitoring Survey (LCMS) 

the urban unemployment rate in 2010 was over 25 percent, even after jobs in the large urban 

informal sector had been accounted for. Increases in income have been heavily concentrated among 

the most skilled urban workers, with modest secondary impacts on income growth and poverty 

reduction in the urban sector as a whole.  

 

iii. The rural workforce, meanwhile, has been largely unaffected by the growth of the national 

economy. Agricultural production has risen in recent years due to a combination of cyclical and 

structural factors, including the government’s efforts to support corn (maize) producers, though 

abundant rainfall has been the single biggest contributor.  Yet despite the very low rate of rural 

unemployment, which was less than 2 percent in 2010, rural incomes have remained essentially 

stagnant over much of the past decade, and changes in the rural poverty rate have been limited and 

uneven.  The rural poverty rate registered a statistically insignificant drop of 1 percent between 2006 

and 2010, and while more substantial progress has been observed in social indicators, especially 

school enrollment and completion rates, rural poverty in Zambia remains both pervasive and severe.   

 

iv. Income inequality has also increased considerably since 1996, and despite declining slightly 

from 2006 the Gini index remained at over 50 percent in 2010.  This pattern provides a further 

indication of the relative concentration of growth in the urban economy and its increasing disparity 
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with the rural sector. This divide is also evident in the analysis of poverty dynamics by province.  

Lusaka Province, which is dominated by the capital city, registered the lowest rates nationwide for 

both moderate poverty (34 percent) and extreme poverty (14 percent). The country’s highest 

poverty rates were observed in Luapula Province, located in Zambia’s remote northeast, which 

recorded an 80 percent rate of moderate poverty and a remarkable 62 percent rate of extreme 

poverty. Lusaka Province has been strongly impacted by rapid growth in the construction, 

transportation and service sectors and by the large presence of the public sector with its relatively 

well-paid workforce.  In the overwhelmingly rural Luapula Province growth has been hampered by 

its relative geographic and economic isolation and by the low productivity of its mostly subsistence-

agriculture-based economy.   

 

v. Zambia’s rural poor face problems common to other poor countries and . Asset ownership is 

limited, property rights are frequently insecure, and returns to assets are constrained by a variety of 

factors, both individual and social. While ownership of basic household goods (such as mattresses, 

bicycles and especially cellular phones) has become somewhat more common in recent years, more 

expensive assets like motor vehicles, televisions and household appliances (such as gas or electric 

stoves, refrigerators or private water pumps) are almost negligible among rural households, and 

housing conditions remain very basic in rural areas.  As previous analytical work on poverty in 

Zambia has recognized, limited access to investment and working capital stifles the growth of small 

enterprises and constrains productivity, particularly in rural areas. Uncertainty is endemic in 

economic relationships, and the poor are most likely to be excluded from the informal systems of 

mutual support that characterize much of Zambian society.1 Without the backing of a strong social 

network or reliable public assistance programs, household-level shocks (such as the death of a 

primary wage-earner) can have devastating consequences for poor families. 

 

vi. While all of these factors, and many others, contribute to the perpetuation of poverty 

nationwide, high rates of rural poverty are both a cause and consequence of the way the rural 

economy is structured.  A large majority of the Zambian labor force (over 65 percent in 2010) is 

engaged in agriculture or closely related activities in the rural economy; most of these workers are 

employed on smallholder farms or in family-run microenterprises. Because of the abundant labor 

supply production in nearly all segments of the rural economy is extremely labor-intensive.  Farmers, 

and especially the poorest among them, typically use hand tools and animal traction, while 

mechanization is essentially limited to a small number of cash-crop plantations.  Animal husbandry, 

agroforestry, fishing and other ancillary rural-sector activities are most often based on a household 

production model in which labor is the most important component, and even the retail, 

transportation and service sectors tend to favor labor-intensive practices. With an extremely high 

labor-to-capital ratio, the returns to labor across all sectors of the rural economy are extremely low.   

 

The Labor Force, Income and Employment Dynamics 

 

vii. The Zambian labor force numbered 4.94 million in 2010. Of these, 4.45 million were in 

employed in one of six segments (i.e. the formal, urban informal, rural informal, agricultural 

production, household enterprise, and multiple economic activities sectors); 484,612 workers, or 
                                                           
1
 These and other socioeconomic characteristics of poverty in Zambia are described in greater detail in the 

previous World Bank Poverty Assessment (World Bank 2007). 
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roughly 10 percent of the labor force, were unemployed, and just over 10,000 were classed as 

unpaid family workers. According to the available data, in 2010, 60.2 percent of working-age 

individuals participated in the Zambian labor force, which is comparable to the rate of other African 

countries. Males registered a slightly higher participation rate than females (at 63 percent and 58 

percent, respectively), and individuals in rural areas participated in the labor market at a higher rate 

than their counterparts in urban areas (at 63 and 56 percent, respectively).   

 

viii. The breakdown by age group shows that employment was highest among individuals 

between 55 and 65 years of age and lowest among those between 15 and 24, which is to be 

expected given the typical impact of experience and seniority on hiring and worker retention. Also 

unsurprisingly, higher employment rates were recorded among respondents with more advanced 

levels of education; however, this trend was not uniform, and employment rates were highest for 

both those with very high and very low levels of education. The only exception was among 

respondents who reported having no education at all, but even their employment rate was fairly 

high given their relatively low labor force participation rate.   

 

ix. Although Zambia’s macroeconomic indicators tend to emphasize the importance of the 

mining industry, particularly given its crucial export role, mining is in fact responsible for only a small 

fraction of employment: just 1.3 percent nationwide.  From a labor-market perspective the Zambian 

economy is characterized by the dominance of three sectors: agriculture and related activities, the 

public sector, and informal wholesale and retail commerce. The relatively small formal sector and 

both the urban and rural informal sectors are largely devoted to public and private service 

employment, with the formal sector focused on public administration and the informal sector 

concentrated in domestic transportation and trade.  

 

x. The largest share of the employed workforce is involved in agricultural production, which in 

this analysis is classed as neither formal nor informal employment, as those definitions are virtually 

impossible to apply to agriculture with any meaningful consistency. In 2010, agriculture directly 

employed almost 1.7 million workers, or 38 percent of the national workforce, with the primary 

sector as a whole accounting for over 65 percent of total employment. The second-largest 

employment share was in the multiple activities sector at 21 percent; this segment is also strongly 

associated with the rural economy and often encompasses employment in agricultural production 

and related trades. Meanwhile, the formal sector accounted for 780,000 workers nationwide, or just 

17.5 percent of total employment. The urban informal sector was responsible for just under 12 

percent of total employment, while household enterprises (as the respondent’s sole economic 

activity) accounted for 5.5 percent.  

 

xi. The occupational cohort analysis of the labor market shows that agriculture is dominated by 

unskilled workers, while in both the formal and informal sectors the majority of workers are semi-

skilled, with the former employing a substantial number of highly skilled workers. In fact, highly 

skilled professionals accounted for the largest share of the formal-sector workforce. In the urban 

informal sector the largest total number of workers was employed in the “service and sales” 

category. Given that employment in the rural informal sector is concentrated in domestic wholesale 

and retail trade, the occupational breakdown indicates that services and sales, together with skilled 
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rural-sector jobs, accounted for the second-largest number of workers in any segment after 

agriculture.   

 

xii. In 2010, the mean monthly wage at the aggregate level was 789,628 Zambian Kwacha (ZMK) 

or just over US$164 (using the average exchange rate for 2010 of ZMK 4,797 to US$1). Formal sector 

workers earned an average of ZMK 2.65 million or about US$550 per month, approximately 3.4 

times more than the national average. The second-highest earners were those working in the urban 

informal sector, with a mean monthly wage of more than ZMK 500,000 (or just over US$100).  Mean 

monthly wages for those working in rural areas but not employed in the formal sector ranged from 

ZMK 55,799 to 140,917 (or US$20-29). 

 

xiii. Urban unemployment was substantially higher for female workers than for male workers (at 

30.6 percent and 20.95 percent, respectively); in the rural labor market the difference was relatively 

minor, though female unemployment was still significantly higher in percentage terms. The age data 

indicate that urban youth (between ages 15 and 24) had the highest unemployment rate (54 

percent) followed by young adults (age 25-34 at 22 percent). Urban unemployment continued to fall 

steadily among older cohorts, reaching a plateau at around 8 to 8.5 percent for workers aged 45 and 

above.  

 

xiv. While younger workers with little or no schooling bear the brunt of unemployment in urban 

Zambia, almost all demographic cohorts experienced double-digit unemployment rates in urban 

areas, though unemployment dropped dramatically among the most highly educated. Urban 

residents with no education registered the highest unemployment rate in the country (41.7 percent). 

Meanwhile, the very low rates of unemployment for individuals with a University or Master’s Degree 

suggest a shortage of highly educated workers nationwide; the total unemployment rate for workers 

with a University Degree was just over 4 percent, and for those with a Master’s Degree it was less 

than one-half of one percent. Employment in the formal sector was dominated by males, with 

almost a quarter of all employed men working in this sector, while just over 10 percent of employed 

women held a formal-sector job. 

 

xv. A natural tendency among policymakers is to view the concentration of poverty in rural 

areas as a cause to focus its antipoverty efforts on generating growth in the rural economy. Typical 

strategies include boosting agricultural support programs, increasing rural social spending, and 

extending physical and economic infrastructure through the countryside in the hope of spurring 

broad-based rural development. With the poorest quintile of the population deriving, on average, 

almost half of their food consumption from household production, and given the typically low yields 

produced by semi-subsistence farming, interventions to help boost agricultural productivity can 

directly benefit the rural poor, both through greater food security and the potential for income 

generation. Indeed the analysis indicates that the government’s current agricultural support efforts 

have yielded modest, but positive, results. However, the design and implementation of these 

interventions are critical to their success and further refinements will be needed in order to make 

these programs more effective. The merits of related interventions, including the setting of price 

floors for maize production, should be evaluated in greater detail as they fall beyond the scope of 

this analysis, but given their large fiscal costs and questionable sustainability, alternative policy 

options should be considered. 
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xvi. When growth in the urban industrial and service sectors is robust and dynamic, creating new 

jobs as well as boosting incomes, the urban sector generates employment alternatives for the rural 

labor force and encourages the mobility of labor between sectors. . This process not only enables 

talented workers to seek greater returns in a more sophisticated urban labor market, but also has 

the potential to indirectly raise rural incomes by shifting the balance of factor intensities in the rural 

economy. 

 

xvii. Greater labor-force mobility may generate additional returns by alleviating 

underemployment among the rural labor force, or in cases where family farms are employing labor 

above its productive equilibrium. At the same time, the progressively increasingly density of 

economic activity in urban centers offers potential returns to scale and agglomeration, as well as 

diminished transportation costs, further accelerating the productivity of the urban economy.2 The 

Zambian labor force, however, remains deeply truncated, with high structural urban unemployment 

acting as a one-way barrier to the mobility of labor. As a result, the returns to growth in the urban 

sector have largely failed to pass through to the rural workforce, and rural incomes have stagnated 

even as growth has rapidly increased. 

 

Poverty and Social Spending 

 

xviii. From a fiscal policy perspective, the movement of the rural poor towards urban centers may 

also increase the efficiency of social spending. In Zambia, the rural population has far less access to 

basic infrastructure and social services than do urban residents, which significantly impairs both the 

progressivity and pro-poor orientation of fiscal policy. Public infrastructure and social services are 

also far more expensive to provide to a widely dispersed, low-density population. The growth of the 

urban economy concentrates a greater share of the population in denser settlements, where 

schools, hospitals, government services, civil infrastructure and economic institutions such as banks 

and food markets can be provided by both the public and private sectors at a fraction of the 

marginal cost in rural areas.   

 

xix. Although substantial progress has been made in extending key social services to the poor 

and underserved, the overall fiscal orientation of the Zambian public education and healthcare 

systems is currently neither pro-poor nor progressive, and across sectors this orientation is the result 

of unequal access. In terms of total expenditures the education sector accounts for a steady 4 

percent share of GDP and 19 percent of all government spending. This share of GDP is comparable 

with that of both neighboring Namibia and South Africa. In terms of expenditure per student, 

tertiary education has the highest average followed by secondary, while primary education has the 

lowest average expenditure per student. In 2009, expenditure per student at the secondary-school 

level was 3 times that of the primary level, while spending per student at the tertiary level was a full 

35 times that of the primary level. These averages place Zambia squarely in the middle of the 

distribution for Sub-Saharan Africa.   

                                                           
2
 The economic impact of population shifts and relative economic densities is a highly complex and 

occasionally contentious subject, and the debates surrounding it extend far beyond the scope of the present 
analysis. For a far more thorough and detailed account of the potential advantages, and critical limitations, to 
rising economic concentration see the World Bank’s World Development Report for 2009. 
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xx. The distribution of benefits of education spending is not progressive, and in fact among 

students in the richest quintile public spending is dramatically regressive. When considered in 

aggregate terms—that is, without differentiating by education level—per capita educational 

transfers are nearly flat across the first four consumption quintiles (i.e. the poorest 80 percent of the 

population) and then rise sharply for the richest quintile. In net terms—i.e., when households’ out-

of-pocket contributions to public education are considered—the distribution of benefits turns 

slightly progressive for the first four quintiles, as private contributions tend to increase with income 

level. However, that progressivity disappears at the richest quintile, for which the net benefits of 

public education significantly exceed those accruing to other income groups. The same conclusions 

are evident when looking at total net benefits in addition to net benefits per student. 

 

xxi. The analysis by educational level confirms that the distribution of tertiary education benefits 

drives the trend for aggregate education spending. For both primary and secondary schools net 

transfers per beneficiary are clearly progressive: unitary benefits after discounting households’ out-

of-pocket contributions inversely correlate with household consumption. In other words the poorest 

students tend to benefit the most given the low cost to their families; these cost rise along with the 

students’ income level, while the benefits they receive remain essentially constant. Interestingly, the 

richest households contribute almost as much as they receive from public education (both in 

primary and secondary school), which is a sign of systemic progressivity. By contrast, the net unitary 

benefits of tertiary education are deeply regressive and pro-rich. The richest quintile captures a 

disproportionate share of the benefits from tertiary education despite their very high private 

contributions. Due to their lower contributions, the second-richest quintile actually benefits 

substantially more from tertiary education than all other consumption quintiles, including the 

richest. 

 

xxii. This regressive and pro-rich distribution is the result of the dramatic overrepresentation of 

the top quintile in tertiary education. Students from the top quintile constitute about 89 percent of 

total enrollment in tertiary education, compared to just 42 percent of total enrollment in secondary 

education. In other words, regressive benefits are driven by inequality of access, not necessarily by 

public spending itself (which is typical of a universal education system). The selection of analytical 

scenarios does not change these results: methodological issues may cause imprecision in the 

analysis but do not call into question the regressive nature of the system.   

 

xxiii. By regional standards public healthcare receives significantly less funding than does 

education. Expenditure data show that total public health spending in 2009 was roughly 2 percent of 

GDP, well below the expenditure share of many other countries in Sub-Saharan Africa.  Between 

2006 and 2009, public health spending as a share of total government expenditures stood at 9 

percent on average, significantly below the Abuja declaration target of 15 percent.  Moreover, the 

distribution of public health resources in Zambia is not pro-poor. Beneficiaries in the poorest quintile 

received about a third less in total public healthcare spending than their wealthier counterparts. The 

share of benefits accruing to the richest quintile is especially disproportionate; the top quintile 

represents only 15 percent of total beneficiaries but captures a third more in total benefits than the 

poorest quintile (even after out-of-pocket expenses are considered).   
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xxiv. Meanwhile, the net unitary benefits of public healthcare are regressive, that is, they increase 

along with the consumption level of beneficiaries. This is a result of public transfers not being 

targeted to the poor in any meaningful way. Although out-of-pocket contributions are progressive 

they are not significant even for the richest quintiles, and among the poorest quintiles out-of-pocket 

contributions are nearly flat, since a substantial proportion of beneficiaries do not pay for pay for 

care either in health posts or in hospitals. Finally, the share of beneficiaries among the richest 

quintile that access more advanced forms of care at provincial or national hospitals (rather than local 

clinics) is twice that of the poorest quintile, which further contributes to the pro-rich nature of the 

healthcare system.   

 

xxv. In terms of public education, healthcare and agricultural support programs the principal 

obstacle to pro-poor and progressive policy is access, the extent to which basic social services reach 

the poorest members of Zambian society. This is in part a consequence of inadequate program 

targeting (especially for agricultural support initiatives) and in part a result of the majority of the 

poor being dispersed throughout remote, low-density rural areas where the provision of services is 

logistically difficult and structurally expensive. The maintenance and staffing of facilities in remote 

areas is especially problematic, and service quality varies greatly as a consequence.   

 

xxvi. Given the already stark differential in wage rates, poverty incidence and social service access 

between Zambia’s rural and urban sectors, one might assume that a gradual movement of the 

population toward urban centers would already be underway. However, the relative population 

shares of rural and urban areas in 2010 (65 percent and 35 percent, respectively) are virtually 

identical to what they were two decades earlier. During the economic decline of the 1990s the 

population actually shifted in favor of the countryside, and while the population has again begun to 

shift in favor of urban centers over the past decade this trend has not kept pace with the growth of 

the urban economy. The slow growth of urban areas is due to the fact that the rapid increase in 

Zambian GDP over the past decade has not been accompanied by strong or sustained job creation in 

the urban economy. Instead, rising incomes have accrued primarily to the employed urban 

workforce—and especially to its most highly skilled segment—in a context of high, structural urban 

unemployment.   

 

xxvii.  The sharp differential between rural and urban employment rates acts as a one-way barrier 

between the rural and urban labor forces, stymieing (or, as in the 1990s, actually reversing) the 

trend towards greater concentration of economic activity in urban centers. At the same time full or 

near-full employment in the rural economy has failed to generate sustained growth in either 

marginal productivity or labor incomes. Despite modest progress over the decade, the pace of rural 

poverty reduction has slowed significantly in recent years, and rural poverty rates appear to be 

stabilizing at a level that is still intolerably high. 

 

Policy Options 

 

xxviii. As Zambia’s experience in the 1970s and 1980s amply demonstrated, the growth and 

diversification of the urban economy cannot be achieved through interventionist economic policies, 

nor should the government actively strive to ensure the success of specific industries and sectors. 
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But such policies are in any event unnecessary: Zambia’s industrial and service sectors have 

enormous growth potential, yet their development is too often stifled by an inefficient, occasionally 

arbitrary regulatory system coupled with (and contributing to) a critical lack of economic 

infrastructure, both public and private. Eliminating these obstacles will allow growth to occur 

organically, enabling entrepreneurs and existing firms to more fully exploit Zambia’s comparative 

advantages. 

 

xxix. Macroeconomic and regulatory reforms are particularly crucial both to boost overall growth 

and expand employment opportunities in the urban sector. While Zambia’s current rankings in the 

Doing Business indicators are relatively solid (84th out of 183 countries worldwide and 7th out of 46 in 

Sub-Saharan Africa [Doing Business 2012]), its strong overall performance masks a number of critical 

weaknesses. Zambia’s scores for cross-border trading are among the lowest in the world, an 

extraordinary liability for a landlocked country. The high costs associated with international trade 

present serious obstacles to broad-based growth in both the rural and urban sectors: the effective 

premium on imported fuel products diminishes the competitiveness of manufacturing and 

diminishes the profitability of Zambia’s large domestic transport industry, while agricultural 

exports—already hampered by weak transportation infrastructure—face additional administrative 

expenses and time delays that reduce farm incomes and discourage investment in new productive 

technologies. On the domestic side, regulatory and infrastructure constraints diminish competition 

by deterring new entrants in growing sectors.  In most sectors, including manufacturing and services, 

a relatively small number of firms exercise some form of monopoly power over different sectors, 

which translates into significant power over the domestic market.  Meanwhile, considerable 

difficulties in obtaining construction permits no only limit the growth of construction (one of 

Zambia’s most dynamic industries) but also impose high startup costs across sectors, while 

unreliable electricity, especially in more remote areas, hinders diversification in the rural economy.   

 

xxx. Given the intense concentration of poverty in rural areas and its prevalence among small-

scale farmers, the government’s agricultural policies have considerable potential to improve the 

livelihoods of Zambia’s poor. However, the current arrangement of agricultural support programs 

continues to be plagued by systemic weaknesses, which recent reform efforts have been unable to 

adequately address. The government’s fertilizer-subsidy regime and other agricultural-input support 

policies are insufficiently targeted and have been only marginally effective at raising farmer incomes 

despite their enormous costs, while the public agencies tasked with providing extension services, 

agricultural research and technological innovation—policy avenues that have a demonstrated ability 

to produce broad and lasting impacts on marginal productivity—remain underfunded and severely 

lacking in technical capacity.  As a result, research and analytical work on the agricultural sector is 

limited and in some cases methodologically weak, new scientific and economic technologies are not 

effectively disseminated to farmers, and extension remains inadequate in both the scope of its 

outreach and the content of its services.   

  

xxxi. The government has steadily increased public funding for agricultural development in recent 

years, but these resources have been overwhelmingly devoted to the Fertilizer Support Program 

(FSP, now known as the Farmer Input Support Program [FISP]) and the Food Security Pack Program 

(FSPP), both of which provide subsidized agricultural inputs. These programs are intended to raise 

the productivity of small-scale farmers and those facing the threat of food insecurity. However, the 
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FSP, by far the larger of the two programs, does not expressly target the poor, and its distributional 

impact among maize producers is neither pro-poor nor progressive.3 As with education and 

healthcare services, unequal access drives the distribution of benefits for both the FSP and FSPP. 

Wealthy farmers are far more likely to participate in these programs than are poor farmers, and as a 

result, wealthy participants outnumber poor participants at a rate of almost two-to-one. Participant 

contributions, meanwhile, are imposed at a fixed rate regardless of income level, and neither 

program uses means-testing as a criterion for inclusion. A set of relatively simple revisions to these 

programs—including means-testing of beneficiaries, scaling out-of-pocket contributions to 

participant income, and replacing the current input package with an electronic voucher system—

could dramatically improve their progressivity and enhance their impact on the rural poor.  

 

xxxii. Nevertheless, it remains unclear to what extent either program has actually succeeded in 

their common objective of raising cultivation intensity (productivity per hectare), as recent growth in 

aggregate production appears to be largely the result of expanded cultivation area and favorable 

weather conditions. Meanwhile, Zambia’s agricultural extension services, which should be 

disseminating critical information on agronomy techniques and providing high-quality impact 

analyses, remain severely underfunded and ill-equipped to achieve the increases in production 

intensity that represent their primary mission as public agencies. The ultimate value of input-subsidy 

programs must continue to be reassessed and evaluated against other funding priorities.   

 

xxxiii. Relatedly, a large and increasing share of agricultural spending is devoted to the Food 

Reserve Agency (FRA), which under its expanded mandate not only manages the country’s strategic 

food reserve but also enables the government to directly influence the domestic price of maize 

(corn), Zambia’s primary staple crop. The FRA’s operations, which involve large-scale maize 

purchases at prices well above the market rate, constitute an effective production subsidy, which 

accrues only to the small fraction of Zambian farmers that sell maize to the FRA. FRA purchases are 

sufficiently large to increase the price of Zambian maize relative to the export-parity price, 

increasing food costs nationwide and decreasing the competitiveness of Zambian maize as an export 

crop.  More recently, the FRA has begun setting floor prices for maize in an effort to encourage 

maize production.  This policy has proven enormously expensive, with fiscal costs rising to between 

1 and 2 percent of GDP, and while the price floor has indeed promoted maize production it has done 

little, if anything, to raise cultivation intensity.  As a result, many farmers have simply shifted to 

maize production at the expense of other crops, countering the positive trend toward diversification 

in the agricultural sector. Given the exorbitant cost and questionable effectiveness of FRA policies, 

and in light of the critical priorities that must be foregone in order to fund the price floor, the World 

Bank has recommended that the FRA return to its original role of safeguarding food security and has 

proposed a set of reforms designed to enhance the efficiency of its operations. 

 

xxxiv. Among these foregone priorities is the crucial area of social safety nets.  As previous World 

Bank analytical work has noted, the amount spent on the FRA and the FSP annually would be enough 

                                                           
3
 As described in Appendix F, the distribution of beneficiaries initially appears to be highly progressive across 

income groups, with the poor—as a share of the total population—being much more likely to participate that 
the rich.  However, wealthier Zambians are also far less likely to produce maize; consequently, the wealthiest 
farmers—as a share of maize producers—are dramatically overrepresented among participants in both the FSP 
and FSPP.  
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to completely close the food poverty gap in Zambia. Agricultural subsidies and price-support 

programs vastly exceed social welfare spending, with total progressive transfers amounting to less 

than 5 percent of the combined budget for the FRA and FSP. Targeted cash transfers have a 

demonstrated ability to immediately alleviate poverty, and by scaling the transfer amounts to 

specific beneficiary conditions these programs can effectively promote a range of positive social 

outcomes, simultaneously addressing multiple dimensions of monetary and nonmonetary poverty. 

At present, the Zambian safety-net system suffers from serious coordination problems, but if an 

integrated programmatic framework could be developed, it would present a highly attractive 

alternative to agricultural subsidies and price supports as a means of reducing poverty.   

 

xxxv. There is also much to be accomplished in the traditional social sectors.  In order to fully reap 

the benefits of current and future economic growth the government must be prepared to provide 

social infrastructure and services that are more accurately targeted to the needs of the population, 

speeding poverty reduction through a pro-poor and progressive policy stance. Even when setting 

quality considerations aside, it is clear that Zambia’s current social expenditure allocation is 

imperfectly structured, and fiscal policies do not consistently favor the country’s poor. Certain 

elements of social spending are more progressive than others: primary education is far more 

equitably distributed than either secondary or tertiary education, and access to colleges, universities 

and technical schools is deeply regressive on the expenditure side.  Healthcare access is uneven at all 

levels of the public health system, and while the poor are less likely to seek care at any level, they 

face especially difficult obstacles in obtaining more sophisticated forms of treatment at provincial or 

national institutions.  Access is again the primary issue, and the poor are discouraged by the high 

transportation and opportunity costs of seeking care far from home.   

 

xxxvi.   Promoting organic growth through the development of a hospitable business and 

investment climate, avoiding distortive economic interventions, and maintaining a firm and credible 

commitment to fiscal stability will all be crucial to expanding employment opportunities in a robust 

and competitive labor market. The high unemployment rate in urban centers, particularly among 

workers with little education, and the extraordinary size of the informal sector nationwide, are cause 

for serious concern. In the absence of concerted and sustained efforts to strengthen the policy 

infrastructure on which the Zambian economy operates these factors will continue to sharply limit 

the benefits of economic growth. 

 

xxxvii. In the shorter term the pervasive problems of uneven access to social services in rural areas, 

and among the poor nationwide, can be addressed by greater investment in poor and remote 

communities, though in the case of the latter these will come at a high marginal cost. Investments in 

rural service provision have generated important gains in social indicators, and the government and 

its development partners should continue to pursue pro-poor spending policies and strive to 

enhance the progressivity of its overall fiscal stance. Social safety net programs are an important 

component in poverty reduction, and recent innovations in conditional cash transfers and other 

forms of direct poverty alleviation should be given strong consideration as either alternative or 

complementary policy options.  Agricultural development initiatives and other efforts to increase the 

productive capacity of the rural labor force have resulted in limited but positive effects on rural 

incomes, and the process of refining these policies and enhancing their targeting should be regarded 
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as an important priority. However, without sustained job growth in the urban industrial and service 

economy these efforts will ultimately have only a modest and marginal impact on poverty in Zambia. 

 

xxxviii. This poverty assessment examines recent poverty and inequality trends in Zambia in an 

effort to present an accurate and reasonably comprehensive poverty profile. However, its scope is 

necessarily limited, and additional analytical work could serve as an important complement to the 

present analysis.  Productive avenues for further study could include a more thorough assessment of 

the linkages between agricultural productivity and pro-poor growth, especially in rural non-farm 

activities, as certain comparable countries have reduced poverty by improving agricultural 

productivity and encouraging diversification in the rural sector. Similarly, additional work could 

evaluate in greater detail the specific policies that may assist the poor in securing and growing their 

capital assets, both physical and human, as well as improving the productivity of those assets. 

 

xxxix. Areas for further study could also include an examination of the precise nature of rural-

urban linkages in Zambia, especially regarding the impacts of rural-urban migration and both 

domestic and external remittances. Chapter 3, which analyzes the labor market, indicates that all 

wages in urban areas, even those for unskilled workers, are much higher than the average incomes 

of the rural population, yet much higher levels of unemployment also persist in urban areas; this 

situation certainly merits additional analysis.  In terms of data and methodology, the survey design 

of the LCMS could be substantially improved by targeting a representative sample of small towns 

that do not fit neatly into the binary rural/urban classification. This would enable a more accurate 

assessment of the dynamic linkages between the rural and urban sectors, and an evaluation of those 

towns which have grown rapidly and achieved substantial reductions in poverty would make an 

important contribution to policy design aimed at poverty reduction. 

 

 

Background 
 

The Zambian Economy 

 

I. When it achieved its independence from Great Britain in 1964 there was great cause for 

optimism in Zambia.  The new nation was classed as a middle-income country, it enjoyed substantial 

endowments of both human and natural capital, and it had escaped much of the violence and social 

upheaval that accompanied independence struggles elsewhere in Sub-Saharan Africa. However, the 

1970s and 1980s saw these hopes steadily erode, as the government adopted a set of then-current 

development strategies based on active economic intervention and a high degree of state control. 

These strategies included, most notably, the doctrine of import-substitution industrialization, which 

in Zambia as elsewhere ultimately proved misguided and extremely damaging to both 

macroeconomic growth and poverty reduction. Sadly, Zambia’s experience with these policies, and 

their lasting consequences, was in many ways emblematic of countries throughout the developing 

world. 
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II. During the early decades of independence growth was volatile, uneven, and in many cases 

predicated on an unsustainable arrangements of government policies.  Subsidies, price supports and 

a selectively protectionist tariff structure created artificially profitable industries, which reflected 

state priorities rather than market conditions, and which could not survive without continued 

intervention. A boom in the international market price for copper, still Zambia’s chief export, 

created an illusory sense of structural economic growth, but by the mid-1970s the price spike had 

run its course and the Zambian economy began to contract steadily. The government’s 

interventionist policies were increasingly funded by external borrowing, and the country’s debt 

profile rapidly deteriorated. Meanwhile the agricultural sector, which continues to serve as the 

primary source of income and employment for a majority of Zambians, was undermined by 

systematic price distortions, again designed to stimulate the growth of industries that ultimately 

proved unable to sustain themselves. 

 

III. The 1990s saw the advent of multiparty democracy and with it a period of economic 

liberalization. Subsidies, price supports, distortive taxes and tariff policies were reduced or 

eliminated, and the government largely abandoned its interventions in specific industries and 

sectors. But while this period saw reduced inflation and important progress in the diversification of 

production and exports, the removal of interventionist policies forced a painful reallocation of 

resources throughout the economy. However necessary, Zambia’s reorientation to market liberalism 

was also costly, and the economy contracted by an average of 1.5 percent per year during the 

decade.  

 

IV. By the 2000s much of the worst had passed, and the reforms of the previous decade were 

beginning to revive organic growth.  But Zambia was now a low-income country, and its poverty rate 

was over 70 percent. The country had also lost much of its human capital, as skilled professionals 

and entrepreneurs moved abroad seeking economic opportunities that were now scarce at home, 

and Zambia’s vast deposits of natural wealth had been slowly but steadily depleted. Economic 

stagnation had been compounded by the deterioration of social conditions; school enrollment and 

completion rates fell, life expectancy declined, and the national healthcare system was ill-prepared 

to combat the rise of HIV/AIDS. Public infrastructure, much of which had been built on the strength 

of copper revenues in the 1960s and 1970s, had steadily deteriorated, as had the overall quality of 

governance.  

 

V. Nevertheless, economic growth continued throughout the decade, reaching and impressive 

annual average of 5.7 percent, and by 2011 the World Bank again recognized Zambia as a middle-

income country. Though leaving much to be desired, a new round of privatization reforms in the 

mining sector has spurred the revival of the copper and cobalt industries. Driven in part by new 

growth in mining, the construction and financial sectors are also on the rise, as is tourism and, more 

recently, the agricultural sector.  Poverty rates have declined since the mid-1990s, falling to just over 

60 percent in 2010, and important improvements have been observed in social indicators.  

 

VI. Poverty reduction has slowed considerable, however, since the mid-2000s; recent changes 

in the national poverty rate have become increasingly ambiguous, and the future of the poverty 

profile remains in doubt.  This is largely an effect of uneven income growth in the urban and rural 

economies.  Rising incomes have been densely concentrated among a relatively small segment of 
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the urban workforce, while extremely high urban unemployment rates effectively block the rural 

labor force from participating in the country’s more dynamic economic sectors, a phenomenon that 

will be discussed in detail throughout this analysis.   

 

VII. The principal challenge faced by Zambian policymakers and the international donor 

community will be to extend the returns to growth throughout the country and especially to the 

rural poor.  It is unlikely, however, that this will be achieved through standalone growth in the rural 

economy or through any of the present rural development strategies available to policymakers. In 

Zambia and elsewhere attempts at reducing poverty through direct intervention in the rural sector 

have proved both highly expensive and administratively demanding, and even the most successful 

rural development policies have produced only modest and dubious results. Marginal improvements 

in economic and social indicators can be accomplished through targeted interventions in the rural 

economy, but enduring, structural income growth and the widespread reduction of poverty will only 

be achievable through broad-based employment creation in the urban industrial and service sectors.  

To understand why, it is necessary to appreciate the peculiar nature and causes of both rural and 

urban poverty in Zambia and to recognize the long-term relationship between them. 

 

A Note on the Data 

 

VIII. Before proceeding further it should be noted that the primary data source for this analysis is 

Zambia’s 2010 Living Conditions Monitoring Survey (LCMS), which provides a detailed assessment of 

the population’s current socioeconomic status and enables the evaluation of trends across multiple 

dimensions of poverty and wealth. Complementary and comparison data are provided by previous 

iterations of the LCMS as well as other government reports and previous World Bank analytical 

work. This analysis is therefore current as of 2010, and with the exception of select macroeconomic 

indicators 2010 is the final year for which data are available.  A detailed discussion of the LCMS 

surveys, comparability issues between the most recent rounds, and details of the poverty 

measurement methods are discussed in Appendix A. 
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Chapter 1: Poverty and Inequality 
 

A. Introduction 
 
 
1.1 Following a long period of low growth and declining per capita income Zambia has achieved 

a crucial restructuring of its economic policies, enabling the country to sustain the longest and 

faster period of economic expansion since independence in 1964.  After a long and difficult period 

of structural adjustment in the 1990s, which saw per capita GDP decline steadily as the economy 

reallocated resources to meet the demands of newly liberalized markets, the 2000s brought a return 

to growth, with GDP rising by an annual average of 5.6 percent over the decade. While poverty 

reduction has slowed in recent years, both moderate and extreme poverty rates fell significantly 

from the mid-1990s through the mid-2000s. 

 

1.2 Faster growth has been the result of increases in productivity in the key leading sectors, 

sustained by an improved macroeconomic environment and structural reforms.  Sound economic 

policies in the context of a favorable external environment have contributed to increased 

investment and rising incomes.  A more secure macroeconomic stance, supported by official debt 

relief and concessional financing, helped to achieve a substantial reduction in public external debt. 

Fiscal deficits were moderate and sustainable, while inflation has both fallen considerably (from 

about 200 percent annually in the 1990s) and stabilized at single-digit levels.  

 

1.3 Major structural reforms, including efforts to reduce the government’s role in key sectors, 

have succeeded not only in reducing fiscal pressures, but have also improved productivity in 

industries such as mining, construction and tourism.  The business environment across sectors, 

despite significant ongoing challenges, has improved substantially in the past decade. The 

agricultural sector has also exhibited strong growth in recent years, though this has been due to a 

mix of exogenous factors (i.e. good weather with steady rainfall) and the government’s relatively 

expensive fertilizer subsidies, as well as organic growth in commercial agriculture.  Low marginal 

productivity, however, remains a major constraint to income growth in rural areas and especially 

among the rural poor, who depend on agriculture for food and livelihood. 

 

1.4 Zambia’s steadily rising GDP has been led by growth in the copper mining industry, which 

has benefited from higher global prices but also from substantial increases in foreign direct 

investment, which has been made possible by the structural reform of the sector.  The mining 

industry, however, employs only a small fraction of the Zambian labor force (just 1.3 percent) and 

the returns to growth in this sector have been very narrowly concentrated. In addition to mining, 

significant expansions have been observed in the construction and service sectors, and to a lesser 

degree in manufacturing. In terms of value-added the mining sector grew by an average of 

10 percent from 2001 to 2011, while the construction sector grew by 15 percent, transport and 

communications by an average of 11 percent, and tourism-related activities by 8 percent.  
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Agriculture, which grew at an average rate of only 3 percent between 2001 and 2011, has expanded 

by more than 10 percent on average over the last four years. 

 

1.5 However, this record of growth has had an increasingly limited impact on poverty in recent 

years. While positive economic growth rate is a powerful means in eradicating poverty (according to 

a strand of the literature, growth is the most powerful for poverty reduction, e.g., Dollar and Kraay 

2002) since it raises poor people’s wages, employment and productivity, this contrast significantly 

with  the realities in Zambia as well as in many Sub Saharan African countries. In Zambia growth has 

not been sufficient pro-poor in both its quality and structure; growth in consumption has not spread 

to poorer places, groups and households (Sassa and Carlsson, 2002).  Moreover, growth did not 

allow sufficient job creation since it has been mostly concentrated in mining, trade, and construction 

which are all mainly capital intensive and urban-based sectors (Cheelo and Zulu 2007). Zambia’s 

overall poverty incidence remains high, at 60.5 percent according to World Bank estimates based on 

the 2010 Living Conditions Monitoring Survey (LCMS), slightly but not significantly lower than the 

estimates for 2006 (62.3 percent). In 2011, Zambia ranked 164th out of 187 countries in the UN 

Human Development Index (HDI). 

 

1.6 The high welfare inequality faced by Zambians constitutes also an obstacle to poverty 

alleviation, and partly explains why growth has not adequately translated into poverty reduction. 

The Gini coefficient was 52.0 in 2010, again only marginally lower than in 2006 (52.6).  There is 

increasing evidence that income poverty is reduced faster where there is greater equality (Gallup, 

Radelet and Warner, 1997; Roemer and Gugerty, 1997).  Inequality may play a crucial role in the 

transformation of growth to poverty reduction; less initial inequality would imply a greater 

(absolute) value of the income elasticity, ceteris paribus, consequently a unit of growth would be 

accompanied by a larger amount of poverty reduction(Adams 2004; Bourguignon 2003; Easterly 

2000; Epaulard 2003; Fosu 2009; Kalwij and Verschoor 2007; Ravallion 1997). When income and 

assets distributions are uneven, as it is the case in Zambia, the poorer are significantly disadvantage 

in the growth process (Gugerty and Timmer, 1999) 

 

1.7 Nevertheless, a number of important social indicators have shown signs of improvement in 

the past decade. There has been significant observed progress in education, including increases in 

primary and secondary school enrolment rates and marginal improvements in the youth literacy 

rate. According to the World Bank’s World Development Indicators (WDI) total primary enrolment 

increased by 28 percent between 2000 and 2009, and the primary completion rate rose by 32 

percent. Improvements in youth literary rates during the same period were positive, but 

comparatively modest, with just a 2 percent increase in female literacy and a 9 percent increase in 

male literacy. Health outcomes have also improved, in particular with respect to mortality rates. 

Between 2000 and 2009 the under-5 mortality rate dropped from 16.6 to 14.1 percent, infant 

mortality fell from 99 to 86 per 1000 live births, and the maternal mortality rate declined from 6 

percent to 4.7 percent. 

 

1.8 Despite these improvements, considerable challenges remain on a number of fronts. 

Moderate and extreme poverty rates have been declining over the past decade, but both remain 

extremely high, and in recent years national-level changes have become statistically insignificant. 

While notable achievements have been made in improving access to education, the low overall 
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quality of education, and in particular the high student-to-classroom ratios (IOB, 2008) as well as 

long distances that students must travel to reach schools in rural areas (World Bank 2012a), are 

important unresolved issues. While laudable achievements have been made in combating the spread 

of HIV/AIDS, with prevalence rates now on the decline, HIV prevalence is still relatively high among 

adults.  Despite these improvements in health outcomes, poor nutrition, which is directly linked to 

health, remains an important issue. In 2010, 45 percent of the under-five children suffer from 

stunting (moderate and severe)4 – one of the highest in sub-Saharan Africa, which affects them by 

producing illness and death, but also reduced cognitive ability and poor learning. Numerous 

challenges persist across multiple dimensions of social and economic development, ranging from 

female empowerment to environmental protection.  

 

1.9 As in many developing countries, poverty in Zambia is heavily concentrated in rural areas.5 

Over the past decade the returns to national economic growth have accrued primarily to educated 

workers in urban centers (especially Lusaka and the Copperbelt region), while the more rural 

provinces along the nation’s periphery (especially Eastern, Northern, Western and Luapula) remain 

the poorest in the country. 

 

1.10 The rural-urban population distribution in 2010 (39 percent urban, 61 percent rural) was 

almost identical to that in 1990 (38 percent to 62). Figures for 2000 and 2006 show a slight negative 

trend in the relative growth of urban centers during this part of the period, with population shares 

falling to roughly 35 percent urban versus 65 percent rural.  This was in part the product of 

liberalization reforms in the agricultural sector, which boosted rural incomes in the late 1990s and 

2000s at a time when industry was largely stagnant and many urban sector firms were in decline. 

Urban unemployment currently remains at over 25 percent, and while the 2010 data suggest that 

the urban population share is again on the rise, these changes are far too slight to infer a lasting shift 

in long-term trends. 

 

1.11 In this chapter we explore the evolution and distribution of poverty in Zambia. The first 

section describes poverty trends from 1996 to 2010 at the national, urban, rural, and provincial 

levels. Given recent changes to the 2010 LCMS household survey and consequent comparability 

issues with previous data, we apply a survey-to-survey imputation method to determine the poverty 

trend from 2006 to 2010. Section B explores distributional changes in consumption expenditures 

including growth incidence curves. Section C presents trends in non-monetary indicators of poverty, 

namely health and education, and Section D discusses inequality trends. 

                                                           
4
 Most recent year available from UNICEF (2012). 

5
 Zambia’s Central Statistical Office defines “urban” and “rural” according to a commonly used international 

standard: an urban area must have at least 5,000 residents, fewer than half of whom are engaged in 
agriculture, and it must have basic civil and social-service infrastructure, including tarred roads, piped water, a 
post office, and at least one school and healthcare facility. It should be borne in mind that this is a binary 
classification and that substantial differences exist within, as well as between, urban and rural areas. 
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B. Poverty Trends 
 

1.12 To monitor living conditions in Zambia, the Zambian Central Statistical Office (CSO) and its 

partners have been collecting nationally representative household survey data since 1996 through 

the LCMS. The design of the 2010 LCMS questionnaire, particularly the consumption module, 

changed substantially from 2006 (See Appendix A for details on the LCMS).  Also, the survey period 

was a couple of months later in 2010 compared to the previous round, raising issues of seasonality.  

The consumption module of the 2010 LCMS questionnaire has many new and advantageous 

features, which significantly improve the accuracy of poverty measurement. However, due to these 

changes, and others, comparability of poverty estimates between 2010 and previous years was 

compromised.  

 

1.13 Given this comparability issue, we applied a survey-to survey-imputation methodology to 

track poverty over this period (see Box 0.1). Hereafter, the revised values will be noted as 2006*, 

where the asterisk indicates an imputed value. The 2006* values are compatible with 2010 

estimates. 
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Box 0.1 Poverty Measurement and Comparability 

 

For the 1996 to 2006 period, we use the CSO’s revised poverty estimates and trends. To 
establish a comparable trend between 1996 and 2006, the CSO Poverty Trends Report (2010) 
defined a comparable basket of goods and services across surveys and retroactively applied a 
common methodology across 1996, 1998, 2004, and 2006 rounds of the LCMS. Note that there is 
an additional LCMS survey for 2002/03, but this survey year was not included in the Poverty 
Trends Report and thus will be excluded here as well (See Appendix A for details on the LCMS). 

However, applying a similar method to the 2010 LCMS data was not considered appropriate for 
several reasons.  First, given the major changes to the 2010 LCMS questionnaire design, there 
may be systematic differences in the way households respond to the new survey (i.e. the 
expanded list of consumption items mentioned above). If this is the case, measured consumption 
would be biased even if items in the consumption aggregate were limited to those captured in 
both surveys. Second, the period in which the 2010 LCMS was conducted was later in the lean 
season than the 2006 LCMS.  As consumption patterns and prices may vary by season, the 
approach above can only correct for differences in seasonal prices, not differences in seasonal 
consumption patterns. Third, as this approach requires that the poverty line be adjusted for 
inflation, the poverty estimates are sensitive to the choice of inflation factor used. Given recent 
concerns over the use of the CPI index, the accuracy of this adjustment is called into question. 

This break in comparability between the 2006 and 2010 rounds of the LCMS presents an 
opportunity to redefine the poverty measurement methodology for 2010. The consumption 
aggregate was redefined according to best practices. Separate rural and urban poverty lines were 
introduced to better reflect the difference in the cost of living between rural and urban areas, 
and spatial price adjustments across provinces were made. Continued application of this 
methodology is recommended for future survey rounds so that poverty trends will be 
consistently measured and the spatial distribution of poverty can be properly identified. 

To bridge the comparability gap between 2006 and 2010 we apply poverty mapping techniques 
(small area estimation-based methods) to track poverty over the period.  By applying the 
approach of Christiansen et al. (2011), we can circumvent the issue of different survey designs, 
seasonality, and poverty-line updates. This approach consists of three steps. First, we construct 
the consumption aggregate and poverty line for one of the survey years (i.e. 2010) to estimate 
poverty in that year, we then model consumption in that year based on various household 
characteristics. Second, we estimate consumption in 2006 in 2010 prices using the model from 
the previous step. As we only need the consumption aggregate to be constructed for one year, 
this approach addresses the comparability issues stemming from changes in the questionnaire 
design. The estimated consumption can be thought of as what consumption would have been 
recorded as had the 2010 questionnaire been used in 2006. This approach also addresses the 
seasonality issue, as predicted consumption in 2006 corresponds to the period of the 2010 model 
(i.e. February/March), rather than the actual survey period in 2006. Third, now that we have 
revised our consumption estimates for all households in 2006, we can estimate poverty using the 
2010 poverty lines.  Since the consumption aggregates (predicted and measured) and the 
poverty lines are all in 2010 prices, there is no need to adjust for inflation between survey years. 
However, the main assumption of this approach is that the model is suitable in both years. We 
discuss this methodology in more detail in Appendix A. 
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National, Urban and Rural Poverty Trends (1996-2010) 

 

1.14 In 2010, about 61 percent of Zambians were living in moderate poverty, and 39 percent 

were in extreme poverty. Figure 0.1 and Figure 0.2, below, show the incidence of moderate and 

extreme poverty6 at the national level as well as among urban and rural areas in 2010. The incidence 

of moderate poverty is over twice as high in rural areas (74 percent) as in urban centers (35 

percent). In terms of extreme poverty, the picture is similar, but the rural-urban difference is even 

greater.7 In rural areas, 53 percent of the population lives on less than the cost of the basic food 

basket, four times higher than the rate in urban areas (13 percent). This implies that the majority of 

rural residents struggle to meet even basic food needs (see Chapter 0 for a more thorough 

discussion of the incidence and correlates of poverty in rural and urban areas). 

 

Figure 0.1 Moderate Poverty Rates, 1996-2006 and 2006*-2010 
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                    Source: World Bank estimates using 2006 and 2010 LCMS; CSO, Poverty Trends Report (2010) 

                                                           
6
 People living in moderate poverty are those whose total expenditures are below the national poverty line.  

People living in extreme poverty have total expenditures that are below the food-poverty line. 
7
 It should be noted that rural poverty rates may be somewhat inflated due to the inability to correct for rural-

urban price differences in costing-out the food basket for the poverty line. Separate price data for rural and 
urban areas are not available, and the unit values derived from the LCMS are noisy, as non-standardized units 
(e.g. heaps) are frequently used. 
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Figure 0.2 Extreme Poverty Rates, 1996-2006 and 2006*-2010 
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                         Source: World Bank estimates using 2006 and 2010 LCMS; CSO, Poverty Trends Report (2010) 

1.15 Poverty is highly concentrated in rural areas, which are home to 80 percent of Zambia’s 

poor. This is due to a combination of a higher poverty incidence and larger population share, as 

roughly two-thirds of Zambians live in rural areas. As noted above, persistently high urban 

unemployment has prevented rural-urban migration from significantly altering the population 

distribution over time. Consequently, 80 percent of the moderately poor and 89 percent of the 

extremely poor are concentrated in rural areas, with little incentive to seek employment elsewhere. 

Despite the high urban unemployment rate, only 20 and 11 percent of the moderately and 

extremely poor, respectively, reside in urban areas (see Table 0.1).  

Table 0.1 Distribution of the Poor and the Total Population, by Urban and Rural Areas, 2010 

 Population share 
(%) 

Distribution of 
moderately poor 
(%) 

Distribution of 
extremely poor 
(%) 

Urban 34.7 20.2 11.3 
Rural 65.3 79.8 88.7 

 

1.16 Although poverty remains pervasive, national poverty rates declined from 1996 to 2006. 

Over this period, the national moderate-poverty rate fell from 68.1 to 59.3 percent. This drop is due 

to large reductions in urban poverty rates (from 40.5 to 26.7 percent) and was modest reductions in 

rural poverty rates (from 84.2 to 76.8 percent). Extreme poverty followed the same declining trend, 

but compared to moderate poverty, the decrease in the number of Zambians living below the food-

poverty line was somewhat smaller. The national headcount ratio for extreme poverty fell from 44.5 

to 36.5 percent. However, more rural Zambians have managed to escape extreme poverty than their 

urban counterparts; the headcount ratio declined from 61.3 to 50.7 percent in rural areas and from 

15.8 to 10.2 percent in urban areas.  

 

1.17 In 2010, 5.1 million Zambians were living in extreme poverty, with 7.9 million in moderate 

poverty. Even though the percentage of Zambians living in moderate poverty declined between 

1996 and 2006, the absolute number of poor increased from 6.5 million in 1996 to 6.9 million in 

2006. Put simply, the population growth rate exceeded the rate of poverty reduction. However, the 
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total number of poor increased only in rural areas. In 2006, 5.9 million rural Zambians were 

moderately poor, compared to 5.1 million in 1996. By contrast, in urban areas the number of 

moderately poor dropped from 1.4 million in 1996 to 1.1 million in 2006. The number of extremely 

poor also increased in rural areas, rising from 3.7 million in 1996 to 3.9 million in 2006, but 

decreased in urban areas, falling from 0.6 million in 1996 to 0.4 million in 2010.  

 

1.18 The poverty incidence trends between 2006* and 2010 for national, rural, and urban 

populations show slight decreases in both moderate and extreme poverty, though the observed 

changes are too small to be statistically valid. (As described above, due to comparability issues 2010 

poverty rates should only be compared with the imputed 2006* estimates to calculate trends over 

this period.) Moderate poverty dropped from 62.3 percent to 60.5, urban moderate poverty fell 

from 38.7 to 35.3, and rural moderate poverty from 75.1 to 73.9 percent. Extreme poverty dropped 

from 40.4 to 39.3 percent, 14.8 to 12.8 percent in urban areas, and 54.2 to 53.3 percent in rural 

areas. Again, it is important to recognize that that these changes are statistically insignificant and 

their analytical limitations should be taken into account (see Appendix A). In particular, it should be 

noted that the higher imputed urban poverty incidence for 2006* is due primarily to the fact that 

different urban and rural poverty lines were used for 2010, and the new urban poverty line was 

higher than the single national poverty line used for the 1996-2010 period.  

 

1.19 The poverty gap and other measures of the severity of poverty followed a similar 

descending trend, as the headcount ratios declined over both periods, 1996-2006 and 2006*-2010 

(see Table 0.2).  The poverty gap index8 for moderate poverty was 27 percent of the poverty line 

and 14 percent for extreme poverty in 2010. The severity of poverty is greater in rural areas for both 

moderate and extreme poverty, though the gap has widened more for moderate poverty. This 

seems to be the result of deepening moderate poverty in rural areas; however, this effect has been 

offset by decreases in moderate poverty in urban areas. Over the 1996-2006 and 2006*-2010 

periods, the squared poverty gap declined gradually for moderate poverty. Meanwhile, the extreme-

poverty gap declined only slightly between 1996 and 2004, and has remained fairly static since then, 

indicating that the situation of the extremely poor persists with only marginal improvements.  

 

Table 0.2 Trends in Poverty Incidence, Depth and Severity, 1996-2006 and 2006*-2010 

Moderate Poverty 

 Poverty Headcount (%) Poverty Gap (%) Squared Poverty Gap 

 National Urban Rural National Urban Rural National Urban Rural 

Method A 

1996 68.1 40.5 84.2 33.7 13.9 45.2 20.5 6.7 28.5 
1998 67.0 39.5 83.2 33.6 14.6 44.8 20.6 7.4 28.4 
2004 58.4 29.1 77.4 28.3 10.3 39.8 16.9 5.0 24.6 
2006 59.3 26.7 76.8 28.6 9.4 38.9 17.1 4.5 23.8 

Method B  

2006* 62.3 38.7 75.1 28.1 14.6 35.3 15.8 7.4 20.4 
2010 60.5 35.3 73.9 27.1 13.1 34.5 15.2 6.5 19.8 

Extreme Poverty 

                                                           
8
 The poverty gap index measures the average shortfall of individual consumption below either the moderate 

or extreme poverty line and is expressed as a percentage of the relevant poverty line. 
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 Poverty Headcount (%) Poverty Gap (%) Squared Poverty Gap 

 National Urban Rural National Urban Rural National Urban Rural 

Method A 

1996 44.5 15.8 61.3 17.7 4.4 25.5 9.2 1.9 13.5 
1998 43.5 16.5 59.5 17.4 5.1 24.7 9.2 2.3 13.3 
2004 36.3 11.2 52.4 13.9 3.3 20.8 7.1 1.4 10.8 
2006 36.5 10.2 50.7 14.0 2.8 20.0 7.2 1.1 10.4 

Method B 

2006* 40.4 14.8 54.2 14.9 4.2 20.6 7.3 1.7 10.3 
2010 39.3 12.8 53.3 14.4 3.7 20.0 7.1 1.6 10.0 

 

1.20 In terms of how Zambians perceive themselves, a smaller share of the population 

considered themselves to be poor in 2010 compared to previous years, although about 85 percent 

still think of themselves as poor (see Figure 0.3). The percentage of Zambians who feel “very poor” 

has remained relatively constant since 2004, the percentage of those who regard themselves as 

moderately poor decreased, while the percentage of those who do not consider themselves poor 

increased. This modest improvement in subjective poverty is consistent with the slight decrease in 

the objective, consumption-based measures. The reduction in self-assessed poverty may be a 

consequence of the current economic situation and reflect optimistic attitudes about continued 

economic growth, particularly in the mining, construction, and tourism sectors, and in other urban-

based industries such as commercial transport and consumer retail.  

 

Figure 0.3 Subjective Poverty Trends, National, Rural and Urban Areas, 1996-2010 
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Provincial Poverty Trends  

 

1.21 The distribution of moderate and extreme poverty across Zambia’s provinces reveals 

important regional dynamics. In Lusaka, the poverty rate is lowest for both moderate poverty (34 

percent) and extreme poverty (14 percent). The highest moderate and extreme poverty rates are 

found in Luapula, at 80 and 62 percent, respectively. Most provinces have moderate poverty rates of 

between 66 and 80 percent, and extreme poverty rates of between 42 and 62 percent. Lusaka 

continues to benefit from rapid growth in the construction, transportation and service sectors, 

fueled by domestic and foreign investment and by the relatively large presence of the public sector.  

In Luapula, on the other hand, growth is hampered by the relative isolation of the province and the 

low productivity of its mostly subsistence-agriculture-based economy (see Figure 0.4 and Figures B1-

B3 in Appendix B). 

Figure 0.4 Poverty Headcount Ratio (%) by Province, 2010 
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1.22 While poverty rates by province give a general sense of the geographical distribution of 

poverty, population data demonstrate the relative contribution of each province to the national 

poverty rate. Table 0.3, below, shows that Lusaka and Northwestern Provinces have the smallest 

fraction of poor people, while the Eastern and Northern Provinces have the largest. Lusaka has the 

country’s second-largest population (13.5 percent) after the Copperbelt (14 percent), but due to its 

low poverty rate it accounts for only a small fraction of the total poor population (8 percent for 

moderate poverty and 5 percent for extreme poverty). Luapula Province, with the country’s highest 

poverty rate, contributes significantly more to national poverty, even though its population is 

relatively small (8 percent).  
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Table 0.3 Poverty Incidence and Distribution, by Province, 2010 

  Moderate Poverty Extreme Poverty 

Province Population 
Share (%) 

Poverty 
Incidence (%) 

Distribution of 
Poor (%) 

Poverty 
Incidence (%) 

Distribution of 
Poor (%) 

Central 10.6 55.7 9.6 30.5 8.2 
Copperbelt 14.0 39.7 9.8 18.3 7.0 
Eastern 13.7 74.9 16.9 55.1 19.2 
Luapula 8.2 80.2 10.8 61.8 12.8 
Lusaka 13.5 34.4 7.7 13.8 4.8 
Northern 12.7 72.5 15.3 50.2 16.3 
Northwestern 5.8 68.4 6.6 48.7 7.2 
Southern 12.9 66.0 14.1 42.0 13.8 
Western 7.6 74.1 9.3 56.0 10.8 

 

1.23 Luapula, Eastern, and Southern Provinces have all seen their poverty headcount rates 

increase from 2006* to 2010 (Figure 0.5). These same provinces had previously, from 1996 to 2006, 

experienced reductions in poverty. In the other provinces the incidence of poverty declined over 

both periods, but to different degrees at different times. For example, in the Copperbelt the 

decrease in poverty was enormous over the 1996-2006 period (-19.9 percent), but change was 

almost negligible from 2006* to 2010 (-0.9 percent). Central Province also experienced declining 

poverty levels, but here the decrease was much greater in 2006*-2010 (-12.6 percent) than in 1996-

2006 (-3.3 percent).  The case of the Copperbelt is interesting, as the large drop in the poverty 

headcount rate corresponds to a period of economic reforms that had a positive impact on the 

growth of the mining sector. The data from 2006-2010, however, seem to indicate that after the 

consolidation of the mining industries following the reform process the sector’s contribution to 

poverty reduction has almost disappeared. The low or even negative job creation rates observed in 

the Copperbelt confirm this. The jobless growth in the mining sector is thus the result of the reforms 

which enabled private firms to invest more in the mining sector and expand their operations, but 

using a production model increasingly capital intensive. 

 

Figure 0.5: Percent Changes in Poverty Headcount by Province, 1996-2006 and 2006*-2010 
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1.24 The poverty gap decreased the most in Central and Northwestern Provinces from 2006* to 

2010. Luapula, Northern, and Eastern Provinces continue to have high poverty gaps, all of which 

increased over the period (Figure 0.6). However, from 1996-2006 all provinces seem to have 

experienced reductions in poverty gaps, ranging from 12.2 percentage points in Luapula to 1 percent 

in Western Province. The picture is similar for the severity of poverty (Figure 0.7). Central and 

Northwestern Provinces enjoyed the greatest reductions in the severity of poverty over 2006*-2010, 

while poverty severity worsened in Luapula, Northern, and Eastern Provinces. Similarly, between 

1996 and 2006, all provinces exhibited improvements in the severity of poverty, except in Western 

Province, where there was no significant change.  he evidence from the regions shows that poverty 

is not homogenous; there are important variations in the incidence and the severity and depth of 

poverty among regions as argued also by Sassa and Carlsson (2002). 

          
Figure 0.6 % Change in the Poverty Gap Index by Province, 1996-2006 and 2006*-2010 
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Figure 0.7 Change in the Squared Poverty Gap by Province, 1996-2006 and 2006*-2010 
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C. Distributional Changes in Consumption Expenditures 
 

1.25 To better understand the trends in poverty incidence, the poverty gap index and the 

severity of poverty more generally, it is useful to analyze the changes in the distribution of 

consumption expenditures. On average, consumption expenditures are much higher in urban areas 

than in rural, and the consumption gap between the rich and poor has widened over time. 

 

1.26 The urban and rural distribution of (log) expenditures per adult in relation to their respective 

poverty lines (Figure 0.8) illustrates that the share of rural Zambians with standards of living below 

the rural poverty line (i.e. the blue vertical line on the left) is much larger than the share of urban 

inhabitants living below the urban poverty line (the red vertical line). The urban distribution is also 

wider than the rural distribution, indicating greater urban inequality, which is confirmed by the 

higher consumption-based Gini coefficient in urban areas, (see Figure 0.16).  
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Figure 0.8 Distribution of (Log) Expenditures per Adult Equivalent, by Urban and Rural Areas, 2010 
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1.27 In 2010, half of the urban population had monthly consumption expenditures of less than 

ZMK 248,463, and half of rural population had consumption expenditures of less than ZMK 92,959. 

Median consumption expenditures per adult equivalent increased more in urban areas than in rural 

areas between 2006* and 2010. In urban areas, the median increased from 229,440 to 248,463 (in 

2010 Zambian Kwacha), whereas in rural areas, the median increased only marginally from ZMK 

91,752 to ZMK 92,959 (see Table 0.4). See Table B1 in Appendix B for expenditure trends during 

1996-2010.  

 

Table 0.4 Summary of Consumption Expenditures, 2006* and 2010 

 Median expenditures per month per adult 
equivalent (in 2010 ZMK) 

  2006* 2010 

Urban 229,440 248,463 

Rural 91,752 92,959 

 

1.28 In 2010, the difference between the rich and the poor in terms of average expenditures 

remained high. At the national level, the mean consumption expenditure per adult equivalent of the 

top quintile is about 14 times that of the bottom quintile (see Figure 0.9). The average consumption 

expenditure of the richest quintile is about 11 times that of the poorest in urban areas, and about 8 

times higher in rural areas.  

 



28 
 

Figure 0.9 Mean Consumption Expenditures per Adult Equivalent, by Quintiles, 2006*-2010 

 

1.29   Average consumption expenditures increased over both periods. Nevertheless the 

expenditures of the two richest quintiles grew significantly more rapidly than the middle and lower 

quintiles (see Table B1 in Appendix B). The same trends occurred in both urban and rural areas (see 

Figure B4 in Appendix B). 

 

1.30 Central, Copperbelt, Lusaka, Northwestern, and Western Provinces had higher mean 

consumption expenditures per adult equivalent in 2010 than in 2006*, which indicates that these 

provinces benefited from growth over the period. These same provinces also experienced reductions 

in the incidence and severity of poverty, as shown above. By contrast, Eastern, Luapula, Northern, 

and Southern Provinces experienced drops in average consumption expenditures between 2006* 

and 2010, and experienced increases in poverty incidence (see Figure B5 in Appendix B).  

 

Growth Incidence Curves 

 

1.31 The effect of economic growth on overall poverty reduction has been small, as much of 

the benefits of growth have accrued to those already above the poverty line. The national growth 

incidence curve in Figure 0.10 shows real average annual growth rates between 2006* and 2010 for 

each percentile of the consumption distribution. The positive slope indicates that consumption 

growth was positive and growth rates tended to increase as more for the wealthier quintiles, with an 

extremely sharp increase at the upper end of the distribution. For the lower two-thirds of the 

distribution, real average annual growth was less than one percent.  While this may have pushed a 

small number of households close to the poverty line out of poverty, the overall effect on the 

poverty headcount ratio was very minor (i.e. from 62.3 to 60.5 percent).  
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Figure 0.10 Growth Incidence Curve, 2006*-2010 
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1.32 The benefits of economic growth were concentrated in urban areas. The comparison of the 

growth incidence curves for urban and rural areas in Figure 0.11 illustrates the difference between 

these areas. Whereas real annual consumption growth between 2006* and 2010 was less than one 

percent for most of the rural population, growth rates in urban areas was about 2 percent for those 

in the 10th through the 80th percentiles and even higher for the top quintile of the urban distribution. 

Benefits to the poorest decile in urban areas were the smallest, though they were still positive. 

 

Figure 0.11 Growth Incidence Curves for Urban and Rural Areas, 2006* - 2010 
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D. Trends in Nonmonetary Poverty Indicators 
 

1.33 Since poverty is a multidimensional phenomenon, nonmonetary indicators such as public 

health and education are important complements to the consumption-based indicators discussed 

above.   
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Public Health  

 

1.34 Early childhood mortality rates have dropped drastically over the last 15 years – an 

impressive achievement for poverty reduction – but additional progress is still warranted. Infant 

mortality, which measures the probability of infants dying before their first birthday dropped to 69 

deaths (per 1,000 live births), in 2010 from 107 in 1992. Meanwhile, child mortality, the probability 

of children dying between the first and fifth birthday, was almost halved between 1992 and 2010, 

and under-five mortality was cut by nearly 40 percent over this period. In the five year period before 

the 1996 survey, nearly 20 percent of children died before seeing their fifth birthday, and as of 2010, 

this dropped to 12 percent of children dying before their fifth birthday. While these rates are still 

relatively high by international standards and additional progress is needed, this achievement is 

commendable (see Table 0.5).   

 

Table 0.5 Child Mortality Rates, 1992-2010 

Survey Infant Mortality Child Mortality Under-five Mortality 

DHS 1992 107 94 191 

DHS 1996 109 98 197 

DHS 2001-2002 97 81 168 

DHS 2007 70 52 119 

2010 (*) 69 n.a. 111 
Note: All mortality rates are computed for the five-year period preceding the survey. 
(*) Data for 2010 is the most recent available from UNICEF, United Nations Population Division and United 
Nations Statistics Division 
Source: CSO (2009), Zambia Demographic and Health Survey 2007. 

 

1.35 The nutritional status of children under the age of five improved in the 2000s, as reflected 

by chronic and acute malnutrition indicators (Table 0.6). In 2010, 45 percent of children under age 

five were “stunted” (short for their age and chronically malnourished), 5 percent showed signs of 

“wasting” (thin for their height and acutely malnourished) and 15 percent were underweight 

(suffering from chronic or acute malnutrition, or a combination of both). According to the past three 

DHS surveys (in 1992, 1996, and 2001-02) stunting worsened for children under age five, and 

remains high and stagnant over 2007-20109. The prevalence of underweight children slightly 

improved but it was stagnant over 1992-2010 and remained at the same level in 2010 as in 2007. 

Finally, wasting remained at roughly the same levels since 1992.  

 

Table 0.6 Nutritional Status of Children under Five, 1992-2010 
 1992 1996 2001-02 2007 2010(*) 

Stunted children (%) 
1
 46 49 53 45 45 

Wasted children (%) 
2
 6 5 6 5 5 

Underweight children (%)
3
 21 19 23 15 15 

Note:  1“Stunting” is measured by height-for-age index; 2 “Wasting” is measured by weight-for-height index; 
3“Underweight” is measured by weight-for-age index. 
(*) Data for 2010 is the most recent available year, UNICEF (2012) 

         Source: CSO (2009), Zambian Demographic and Health Survey 2007 
 

                                                           
9
 According to the most recent estimates by National Food and Nutrition Commission for 2009 in 32 selected 

districts, the prevalence of  stunting, underweight and wasting would be at 52 percent, 18 percent and 5 
percent respectively 
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1.36 Maternal mortality ratio10 remains high.  At about 470 per 100,000 live births in 2008 

(UNICEF, 2012), the maternal mortality ration (MMR) remains similar to those of lower income 

neighboring countries, but high compared to countries of similar income levels in Sub-Saharan 

Africa.  Despite some improvement over time, the current progress in reducing child and maternal 

mortality does not guarantee the achievement of the health related MDGs by 2015 since the annual 

average rates of reduction (about 4.4 percent for child mortality and 5.5 percent for maternal 

mortality, are below the recommended rates for achieving these targets. 

 

1.37 In 2007, about 14 percent of Zambians of age 15-49 were HIV-positive (Figure 0.12). Urban 

areas recorded HIV prevalence rates nearly two times higher than in rural areas (19.7 percent versus 

10.3 percent). Prevalence rates were higher among women at the national level (16.1 percent 

compared to 12.3), but also in urban areas (23 percent versus 16 percent) and to a lesser extent in 

rural areas (11 percent versus 9.4 percent). The estimates for 2009 of the United Nations Program 

on HIV/AIDS (UNAIDS)11 show further improvement of the HIV prevalence among adults aged 15-49; 

the prevalence HIV rate is shown to have decreased at 13.5 percent. 

 

Figure 0.12 HIV Prevalence Rates and Trends, 2001-2007 

 
     Source: CSO (2009), Zambia Demographic and Health Survey 2007. 

 

1.38 HIV prevalence is still high by international standards, but decreased slightly from 15.6 

percent in 2001-02 to 14.3 percent in 2007. This small but pivotal change is in line with the MDG 

target of halting and reversing the spread of HIV. However further reducing the HIV prevalence rate 

remains a challenge. The decline in HIV prevalence over the period was greater among women (from 

18 percent to 16) than men (from 13 percent to 12). 

Education 

 

1.39 Significant progress has been made in improving educational attainment. The percentage 

of Zambians with no education at all significantly diminished over the decade, in particular among 

women. The attainment rate for tertiary education significantly increased both for men and women, 

although more so for men. The attainment rate for primary education also slightly increased for 
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 Number of deaths of women from pregnancy-related causes per 100,000 live births during the same time 
period. 
11

 Report on the Global AIDS Epidemic (2010). 
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both genders, and more so for women. The attainment rate for junior and senior secondary-

education indicators remained relatively stable for both men and women (see Figure 0.13). 

 

Figure 0.13: Highest Education Level Attained, Age 25 and above, by Gender, 1998 and 2010 
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1.40 In 2010, school attendance among students age 7-13 was marginally higher for girls than 

for boys, but the opposite was true among students age 14-18 (see Figure 0.14). While attendance 

rates were higher among wealthier students, female attendance rates at the primary level were 

slightly higher at all income levels. However, secondary enrollment was higher for male students; 

again, this pattern was consistent across income levels. A likely explanation for this reversal in trends 

is that a significant number of older female students drop out of school due to pregnancy. The 

evidence of the little difference in the inequality in education participation between girls and boys 

confirms the findings of the World Bank (2012)12 that in Zambia gender explain very little of the 

inequality in school enrolment  for children of 12-15 years old. 
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 World Development Report (2012), «Gender Equality and Development ».  
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Figure 0.14 School Attendance Rates, by Age Group, Gender, and Income, 2010 

 

Ages 7-13                                                               Ages 14-18 

 

 
 

 

1.41 While educational completion rates continue to be higher among males at all levels, this 

gender disparity has been shrinking over time. Comparing younger cohorts to older cohorts in 

Figure 0.15, it is clear that the difference in completion rates by gender is much smaller now than in 

previous generations. This convergence in school completion rates applies to both primary and 

secondary levels. Ceteris paribus, higher educational enrolment rates among women should 

translate into greater economic opportunities. While this trend is very encouraging, continuing 

efforts for gender equality in education is still warranted, in particular to reduce the disparity in 

secondary education completion rates. 
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Figure 0.15 Educational Attainment, by Gender and Age Cohort, 2010 

Primary                                                                       Jr. Secondary  

 

Sr. Secondary                                                           A-level   

 

 

E. Trends in Inequality 
 

1.42 With a Gini coefficient of 52 in 2010, the Zambian economy remains characterized by high 

levels of inequality. Inequality within urban areas is higher than in rural areas, with a lot of variation 

observed across provinces. Over the years, disparities in average consumption expenditures 

between the rich and the poor continue to widen, especially in urban areas. Consumption inequality 

during the period was lowest in 1996, but rose steadily until 2004, after which it remained relatively 

stable until 2006, and finally dropped marginally in 2010 (Figure 0.16). 

 

1.43 Inequality is higher in urban areas. In 2010 urban areas had a Gini coefficient of 46.8, 

compared to 43.2 in rural areas; this difference has increased over time, except for 2004 when a 

spike in rural inequality produced similar figures for both areas.  
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Figure 0.16 Trends in Gini Index, 1996-2010 

 

 

1.44 Inequality varies greatly across provinces. In 2010, inequality was highest in Northwestern 

Province (Gini 62.4, see Table 0.7) followed by Lusaka Province (Gini 50.6). The distribution of 

welfare seems to have sharply deteriorated in Northwestern Province since 2004, when 

Northwestern had the lowest inequality of all nine provinces. In Lusaka Province, inequality was 

already high in 2004 and continued to increase in through 2010. Luapula and Eastern Provinces had 

the least inequality (Gini 40.1, and 40.9 respectively). Imbalances between provinces have widened 

over time. 

 

Table 0.7 Trends in Gini Index by Province, 1996-2010 

 
1996 1998 2004 2006 2010 

Central 41.0 49.7 47.3 46.5 42.8 

Copperbelt 41.2 44.8 48.8 48.4 46.2 

Eastern 43.9 40.1 46.8 44.4 40.9 

Luapula 38.8 42.0 41.7 43.6 40.1 

Lusaka 42.8 47.1 48.4 47.7 50.6 

Northern 38.9 39.4 47.8 47.4 43.1 

Northwestern 39.2 40.0 47.5 42.9 62.4 

Southern 42.4 46.2 51.6 49.3 47.4 

Western 44.4 44.3 46.5 47.5 47.4 

 

1.45 Disparities in consumption between the richest and the poorest are large. The richest 20 

percent of Zambians accounted for about 57 percent of total consumption expenditures in 2010, 

while the poorest 20 percent accounted for only 4 percent (see Figure 0.1713). The total 

consumption share of the top quintile was roughly 14 times more than the bottom quintile. In 2010, 

the expenditures per adult equivalent of the 90th percentile were almost ten times that of the 10th 

percentile. While the gap between the richest and poorest was already high in 1996, it increased 

over the period 1996-2006, but decreased (unevenly) between 2006 and 2010, falling at the national 
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 See also the distribution of total consumption by decile in 2010, Figure B6 in Appendix B. 
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level and in rural areas, but rising slightly in urban areas (Table 0.8). These trends in expenditures are 

mirrored by changes in income distribution. Rising inequality in urban areas again indicates that the 

largest share of economic growth is wealthier urban households, resulting in an increasingly highly 

unequal income distribution. 

 

Figure 0.17 Distribution of Total Consumption, by Quintile, 2010 

 
 

 

Table 0.8 Expenditure Ratios, National, Urban and Rural, 1996-2010 

 National Urban Rural 

 P90/P10 P90/P10 P90/P10 

1996 8.5 6.3 6.1 

1998 8.5 7.3 6.2 

2004 10.8 8.1 6.8 

2006 10.6 8.6 6.8 

2010 9.6 8.8 5.9 

 

1.46 Inequality within urban and rural areas and within provinces accounts for over three 

quarters of total inequality. The decomposable Theil measure of inequality, GE(1) in Figure 0.18, 

indicates that 23 percent of total inequality is due to inequality between rural and urban areas, while 

inequality within these areas accounts for 77 percent. Similarly, inequality between provinces 

accounts for 18 percent of total inequality, whereas inequality within provinces accounts for 

82 percent. (See Table B2 in Appendix B for additional details on this decomposition). 
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Figure 0.18 Decomposition of Inequality, by Area and Province, 2010 

 

 

F. Conclusion 
 

 

1.47 In this analysis, survey-to-survey imputation methods were used to estimate the poverty 

trend between 2006 and 2010 due to comparability issues between the 2010 LCMS and previous 

rounds. To avoid the need for such procedures in the future, we recommend that a consistent 

methodology for data collection and poverty measurement be adopted to improve poverty 

monitoring and to support evidence-based policymaking. 

 

1.48 While the Zambian economy has exhibited strong overall growth in recent years, the 

returns to that growth have been narrowly concentrated, and have failed to reach the majority of 

the nation’s poor.  Although poverty rates were declining until the mid-2000s, only marginal 

progress has been made in recent years, and the small decreases in the poverty rate at national, 

urban, and rural areas between 2006 and 2010 are statistically insignificant. Growth incidence 

curves indicate that benefits of growth have mostly gone to the richer segments of the population in 

urban areas. 

 

1.49 As a result, the national poverty rate remains high, with about 60 percent of the 

population living in moderate poverty in 2010, and nearly 40 percent living in extreme poverty.  

Geographically, poverty rates are the lowest in Lusaka and Copperbelt provinces, and the highest in 

Luapula, Northern, Eastern, and Western provinces. With a Gini coefficient of 52 in 2010, inequality 

remains relatively high. Although inequality increased between 1996 and 2004, it has been relatively 

stable in recent years.  

1.50 On the other hand, non-monetary indicators of poverty show signs of improvement. Child 

mortality rates have dropped substantially, a major accomplishment that should be applauded. In 

addition, the nutritional status of children has improved, and HIV prevalence rates are now gradually 
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declining. Educational attainment has improved, in particular for females, narrowing the gender gap 

in education. Assets and housing conditions show marginal improvements, with the urban sector 

showing the greatest gains in asset accumulation. While these are all positive signs, continued 

progress in these areas is needed as the health statistics are still relatively poor by international 

standards and secondary education completion rates relatively low.  

 

1.51 In the following section we examine the characteristics of poverty in Zambia in greater detail 

expanding upon this analysis, and begin to explore the opportunities and constraints to effective 

poverty-reduction policies.  
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Chapter 2: The Poverty Profile 
 

A. Introduction 
 

2.1 In the previous chapter we explored the evolution and distribution of poverty in Zambia. We 

have seen that although the national poverty rates have fallen since the mid-1990s, only marginal 

improvements have been made in recent years despite the sustained growth of the Zambian 

economy. The returns to growth have been heavily concentrated among the upper-income urban 

population, and the rising productivity of the mining sector in particular has had little impact on 

employment and incomes nationwide. We have also pointed out some progress in education and 

health indicators, and argued that some changes have been uneven. 

 

2.2 The following chapter will provide an in-depth look at the economic and demographic 

characteristics of the poor in Zambia. We will examine the causes of poverty and the obstacles to 

escaping it. As in many countries in Sub-Saharan Africa (SSA), poverty in Zambia is overwhelmingly 

concentrated in rural areas. In 2010, rural areas were home to 80 percent of the country’s poor, and 

over half of the rural population lives below the extreme-poverty line. According to the latest LCMS 

survey, the prevalence of poverty is statistically highest among larger rural households in which the 

head-of-household is older, poorly educated and engaged in small-scale farming or self-employed. 

Survey respondents who described themselves as poor described a range of factors contributing to 

their poverty, including lack of agricultural inputs, inadequate capital, low wages, and the absence of 

economic opportunities.  

 

2.3 The lack of economic opportunity deserves particular consideration, and the analysis of 

income and employment data (presented in Chapter 3) reveals important dynamics between the 

rural and urban sectors.  Rural unemployment is extremely low, but income growth is weak and 

poverty remains widespread. By contrast, urban centers have experienced both strong growth and a 

steady reduction in poverty rates over the past decade, but urban unemployment is persistently 

high. Achieving a better understanding of the characteristics of poverty in Zambia, and of the 

opportunities and constraints faced by the poor, will be vital to effective poverty-reduction policies. 

 

2.4 This chapter attempts to analyze the conditions of poverty in Zambia and the obstacles to 

poverty reduction and pro-poor growth. Section A describes the demographics of poverty and its 

social and economic correlates. Section B examines differences in household asset ownership and 

housing conditions between the poorest and richest quintiles of the population. Section C 

summarizes access to basic services, including schools and healthcare facilities. Section D explores 

the causes of poverty as described by households that identified themselves as poor in the LCMS. 
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B. Demographics of Poverty 
 

2.5 Poverty incidence tends to increase with the age of the head-of-household (see Table 2.1). 

In 2010, those living in households where the head was age 61 or older had the highest poverty 

incidence at 71 percent. Among households whose heads were ages 21 to 30, poverty incidence was 

the lowest at 51 percent. For households between these two groups, poverty incidence increases 

with the age of the head-of-household. This may be due in part to the mortality of parents from the 

AIDS epidemic, which has left children in need of caretaking by older relatives. While households 

headed by the elderly represent only about 12 percent of the total population, this demographic 

accounted for 14 percent of the poor in 2010.  

 

2.6 The level of education attained by the head-of-household is a major determinant of the 

household’s poverty status. In 2010, about 30 percent of the population lived in households whose 

head had not completed primary school, and about 80 percent of this group was in poverty. Poverty 

is less likely to impact Zambians who have completed secondary school, and households whose head 

completed senior secondary school (i.e. 12th grade) had a much lower poverty rate of 32 percent. 

While the supply of high school graduates has been increasing over time (see Chapter 1), continued 

poverty reduction will depend on the demand for better-educated workers in Zambia’s labor 

market. While improvements in educational attainment are desirable in the abstract, unless the 

demand for skilled labor continues to grow, more and more graduates will find themselves 

competing for a finite number of jobs requiring higher levels of education and skills. 
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Table 2.1 Poverty in 2010, by Characteristics of Head-of-Household 

Poverty Rate 

(%)

Standard 

Error

Distribution 

of Poor (%)

Population 

Share (%)
Gender
Male 60.0 1.0 79.6 80.3
Female 62.5 1.4 20.4 19.7

Marital Status
Never married 34.3 2.8 1.9 3.4
Married or co-habitating 61.1 1.0 79.4 78.6
Separated, divorced or widowed 62.7 1.4 18.3 17.6

Age
age <=20 59.4 6.2 0.4 0.4
age 21-30 50.7 1.4 14.0 16.7
age 31-40 57.2 1.3 30.4 32.1
age 41-50 64.2 1.5 25.3 23.9
age 51-60 64.4 1.6 16.0 15.1
age >=61 70.9 1.7 13.6 11.6

Education
None 81.3 1.7 12.0 9.0
Some primary 79.6 1.1 28.9 22.0
Some jr. secondary 74.4 1.1 29.0 23.6
Some sr. secondary 57.9 1.4 20.7 21.7
12 grade / O-level 31.8 1.8 6.0 11.4
A-level, university, or higher 10.8 1.3 2.0 11.3

Main Economic Activity
Wage employment 29.2 1.5 11.6 24.0
Nonfarm business 45.8 2.0 10.5 13.9
Farming, fishing, or forestry 78.7 0.9 68.9 53.0
Other 59.6 2.0 8.7 8.9

Employment Status
Self-employed 71.9 0.9 80.4 67.7
Government, parastatal, or int'l org. 18.2 1.7 2.9 9.5
Private sector or entrepreneur 33.0 2.0 6.7 12.3
NGO employee 31.2 8.3 0.3 0.6
Other 58.9 2.0 9.7 10.0  

Source: World Bank estimates using 2010 LCMS. 

 

2.7 For most of the poor, the head-of-household’s main economic activity is agriculture. A 

little over half of Zambia’s population (53 percent) live in households where the head-od-

household’s main economic activity is agriculture (i.e. farming, fishing, or forestry), and 79 percent 

of these individuals are poor; as a result, this group accounts for 69 percent of the poor nationwide. 

About a quarter of the Zambian population lives in households where the head is a wage earner, and 

the poverty rate for this group was the lowest at 29 percent. Poverty rates among households whose 

head was mainly engaged in operating a nonfarm business were intermediate at 46 percent. 

 

2.8 Based on the employment status of heads-of-household, “self-employed” Zambians have 

high rates of poverty. About 72 percent of self-employed Zambians were living below the poverty 
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line in 2010, and they comprise the vast majority of the labor force, about 68 percent.14 This sub-

group includes informal workers and those employed in small, family-run businesses, such as 

smallholder farms, and these forms of employment are typically characterized by a lack of job 

security and irregular income streams. In contrast, households whose head is employed by the 

government, a parastatal, or an international organization are much better-off: the poverty rate for 

this group is the lowest at 18 percent. Among households where the head runs a formal business 

with employees or is employed by the private sector or a non-governmental organization (NGO), 

poverty rates were in the range of 31 to 33 percent. 

 

2.10 In 2010, poverty incidence among female-headed households was slightly higher, but not 

significantly different than among male-headed households. In the past, these differences were 

larger, but the disparity has gradually shrunk over time.  In 1996, the difference in poverty incidence 

rates between male- and female-headed households was 5 percentage points. By 2010, it was down 

to a 2.5 percentage-point difference, that is, 62.5 and 60 percent for female- and male-headed 

households, respectively (see Table 2.1, above). It is worth noting that the narrowing gender gap in 

poverty rates coincides with the higher female educational attainment trends observed in the 

previous chapter.  

 

2.11 Comparing the richest and poorest quintiles of the population (in terms of consumption 

expenditures per adult equivalent), we find that the poorest quintile on average is characterized 

by a larger household size and an older head-of-household (see Table 2.2). The poorest households 

tend to be bigger, averaging seven to eight members, while the richest quintile averages five to six 

members per household. Median age of the head-of-household is 44 years for the bottom quintile, 

significantly older than the average for the top quintile, which is 39 years. Among the poorest 

quintile, about 21 percent live in female-headed households, compared to 19 percent in the richest 

quintile. 

 

2.12 As for education and labor characteristics, the heads-of-household in the bottom quintile 

tend to be poorly educated, self-employed, and engaged in agriculture. Among the bottom 

quintile, 17 percent live in households where the head has no education, 33 percent in households 

whose head has some primary education, 29 percent live in households whose head has some junior 

secondary education, and 16 percent live in households where the head has some senior secondary 

education. Only 4 percent of the people in the bottom quintile live in households where the head 

has completed senior secondary education or higher. The main economic activity of households in 

the bottom quintile is agriculture. 81 percent of the people in the poorest quintile live in households 

where the head is engaged in agriculture, while in the richest quintile only 11 percent do so. 

Moreover, of the 88 percent of those living in households where the head is self-employed, only 

about 2 percent live in households headed by an employee of the government, a parastatal, an 

international organization or a non-governmental organization (NGO), and only 2 percent more live 

in households whose head is employed in the private sector.  

 

                                                           
14

 “Self-employed”, in this context, means earning income from activities that do not pay a fixed wage or 
salary; self-employed Zambians are frequently smallholder farmers or members of the informal workforce.  
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Table 2.2 Summary of Household Characteristics for Poorest and Richest Quintiles, 2010 

Zambia 

(%)

Poorest 

Quintile 

(%)

Richest 

Quintile 

(%)

Household size (mean)* 6.5 7.5 5.6

Age of head (median)* 41 44 39

Female headed household 19.7 20.8 18.7

Disabled head 1.3 2.0 0.7

Marital Status of Head

Never married 3.4 1.4 7.9

Married or co-habiting 78.6 79.2 75.1

Separated, divorced, or widow 17.6 18.8 16.7

Education of Head

None 9.0 16.6 2.3

Some primary 22.0 32.5 4.9

Some jr. secondary 23.6 28.9 7.5

Some sr. secondary 21.7 16.4 20.7

12 grade / O-level 11.4 2.9 24.4

A-level, university, or higher 11.3 0.7 39.3

Main Activity of Head

Wage employment 24.0 5.1 57.5

Run nonfarm business 13.9 6.7 20.9

Farming, fishing, or forestry 53.0 81.2 11.6

Other 8.9 6.6 9.7

Empoyment Status of Head

Self-employed 67.7 88.3 33.5

Employed by government, parastatal, int'l org, ngo 10.1 1.5 29.0

Employed by private sector or entrepreneur 12.3 2.0 26.4

Other 10.0 8.1 11.2  
                 Source: World Bank estimates based on 2010 LCMS.   

Note: Except for the characteristics noted by an asterisk (e.g. household size or age of head), statistics in the 

table above represent the percentage of the sub-population living in households with these characteristics.   

 

 

2.13 In terms of diet, those in the poorest quintile tend to eat far fewer meals per day and 

consume less meat (see Table 2.3). Among the poorest quintile, only 31 percent of individuals eat 3 

or more meals per day on average, whereas among the richest quintile, 81 percent of individuals eat 

3 or more meals per day. While the weekly frequency of vegetable consumption is roughly the same 

between the top and bottom quintiles, monthly frequency of meat consumption is significantly 

different. Among the poorest quintile, almost a quarter of the population did not consume any meat 

in the month prior to the survey, and nearly two thirds only consumed meat 1-5 times during the 

month. About 14 percent were able to consume meat more than 5 times in the month. In contrast, 

43 percent of the richest quintile consumed meat 1-5 times per month and 55 percent did so more 

than 5 times. 
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Table 2.3 Food Consumption Patterns for Poorest and Richest Quintiles, 2010 

all               

(% of pop.)

poorest 

quintile    

(% of pop.)

richest 

quintile    

(% of pop.)

National

1 meal per day 3.8 6.6 1.4

2 meal per day 45.4 62.5 17.2

3 or more meals per day 50.7 30.8 81.2

no meat in past month 12.3 23.5 2.0

meat 1-5 times in past month 60.6 62.9 42.9

meat > 5 times in past month 26.9 13.5 54.5

no vegetables in past week 0.6 1.0 0.5

vegetables 1-5 times in past week 14.1 14.6 13.7

vegetables >5 times in past week 85.3 84.3 85.7  
             Source: World Bank estimates based on 2010 LCMS.   

 

Correlates of Poverty 

 

2.14 Using regression analysis we can explore the relationship in 2010 between household 

welfare and a set of selected household characteristics. Our measure of household welfare, (log) 

expenditures per adult equivalent, is the total household consumption normalized by the size and 

composition of its members; this serves as the dependent variable in the regression. We explore the 

relationship between household welfare and the following set of variables: household size, area and 

province of residence, and various characteristics of the household head (gender, level of education, 

main economic activity, and type of employer). Table 2.4, below, presents the regression results. To 

interpret the coefficients in Table 2.4, it is helpful to consider the reference case (i.e. the excluded 

categories of a set of binary variables), which is a household in a rural area of Lusaka Province with 

an uneducated male head who is self-employed and engaged primarily in agriculture.   

 

2.15 After controlling for other factors, the level of educational attainment of the head-of-

household is important in explaining the level of household welfare. There is a direct relationship 

between the education level of the household head and the expenditures per adult equivalent of the 

household. Those with a higher education level are more likely to have greater expenditures, as they 

are more likely to have better jobs and higher incomes. Households with a head having an A-level or 

higher education (12th grade or O-level education) have 109 percent (53 percent) higher welfare 

level relative to households with a head with no education, all else constant. However, despite the 

strong positive correlation between education and household income it is important to note that 

this relationship is not necessarily causal.  As with the other factors discussed below, there are any 

number of independent variables that may contribute to both low educational outcomes and high 

poverty incidence.   

 

2.16 Other attributes of the household also correlate with income. Households in which the 

head-of-household runs a business have an average of 17 percent higher expenditures per capita 

relative to those in which the head is engaged in farming, forestry, or fishing, controlling for other 

factors. Similarly, heads-of-household employed by a public- or private-sector employer have and an 

average of 17 to 23 percent higher expenditure levels than self-employed counterparts, respectively. 

Expenditures per adult equivalent also tend to decrease as the household size increases. 
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2.17 Location plays an important role in consumption expenditures.  Ceteris paribus, individuals 

residing in urban areas have on average a 43 percent higher welfare level than those in rural areas. 

Residents in Eastern, Luapula, Northern, Northwestern, Southern, and Western Provinces have an 

average of 19 to 36 percent lower expenditure levels compared to Lusaka Province residents. 

Residing in Central and Copperbelt Provinces is not correlated with any significant differences 

relative to Lusaka Province. 

 
Table 2.4 Consumption Regressions Results, 2010 

Dependent var: log per adult equivalent expenditures coef.

household size -0.16 ***

household size squared 0.01 ***

female head -0.03

head: some but incomplete primary 0.06 *

head: completed primary, incomplete jr. sec 0.13 ***

head: completed jr. sec, incomplete sr. sec 0.28 ***

head: completed 12th gr or O-level 0.53 ***

head: completed A-level or higher 1.09 ***

head: wage employment for current activity 0.10 *

head: running business/self-employed 0.17 ***

head: all other activities -0.06

head: employed by gov, parastat, int'l org, ngo 0.23 ***
head: employed by private sector or employer/partner 0.17 ***

head: other employment status 0.02

urban area 0.43 ***

Central 0.00

Copperbelt -0.03

Eastern -0.22 ***

Luapula -0.35 ***

Northern -0.26 ***

Northwestern -0.20 **

Southern -0.19 ***

Western -0.36 ***

_constant 12.22 ***

R2 0.51

N 19385

rmse 0.62

note:  *** p<0.01, ** p<0.05, * p<0.1  
Source: World Bank estimates based on 2010 LCMS.   
Note: Excluded dummy variables are following:  uneducated head; agriculture as head’s activity; self-
employed head; Lusaka province; rural area. 

 

 

Rural and Urban Poverty 

 

2.18 Most of the poor in rural areas are small-scale farmers. Rural households in the survey 

were categorized according to farm size (small, medium, or large) or as a non-agricultural household. 

Urban households were categorized according to the type of neighborhood (low-, medium- and 

high-cost). As shown in Table 2.5, 59 percent of the country’s population is classified as living in 

small-scale farming households in rural areas. At the moderate poverty line, this group had a poverty 

headcount rate of 76 percent and accounted for over 90 percent of the rural poor and 74 percent of 

the country’s poor. Small-scale farmers use family labor and mainly simple hand tools, and their 
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main activity is the production of food and fiber crops and livestock, mostly for subsistence. Their 

productivity is very low since their activity is often compromise by the lack of cash incomes, 

appropriate technological packages and irregular supply of inputs.  Rural non-agricultural households 

had a poverty incidence of 50 percent, but due to its small population share this group accounted for 

just 3 percent of the country’s poor. Among urban residents, poverty is concentrated in low-cost 

neighborhoods, as one might expect. This urban group had a poverty headcount rate of 44 percent, 

and accounts for over 90 percent of the urban poor and 19 percent of the country’s poor.  

 

Table 2.5 Poverty Incidence and Distribution, by Household Type, 2010 

  Moderate Poverty Extreme Poverty 

 
 

Population  
Share (%) 

Poverty 
Incidence (%) 

Distribution of 
the Poor (%) 

Poverty 
Incidence (%) 

Distribution of 
the Poor (%) 

Rural 

Small-Scale Farm 59.0 75.9 73.9 55.0 82.5 
Medium-Scale Farm 2.3 66.6 2.6 43.5 2.6 
Large-Scale Farm 0.1 19.9 < 0.1 16.0 < 0.1 
Non-Agricultural 4.0 50.4 3.3 35.7 3.6 

Urban 

Low-Cost 25.7 43.8 18.6 16.5 10.8 
Medium-Cost 5.9 12.9 1.3 2.9 0.4 
High-Cost 3.1 7.1 0.4 1.4 0.1 
Source: World Bank estimates based on 2010 LCMS.   

 

2.19 Rural households, particularly the poor, depend on their own production for a large portion 

of their food (see Figure 2.1)15. Food expenditures vary considerably according to the area of 

residence and poverty status.  In urban areas, the extreme poor purchased 80 percent of their food, 

with about 16 percent coming from own production and about 5 percent from transfers; the 

moderate poor purchased about 88 percent of their food. In rural areas, half or more of the food 

consumed by poor households was produced by the household (53 percent for extremely poor and 

50 percent for moderately poor households). This is explained by the primary role of agriculture in 

rural areas and the predominance of food over nonfood cash crops, which has been bolstered in 

recent years by rising food prices. However, despite the larger share coming from own-production, 

most rural households are not self-sufficient and still need to purchase nearly half of their food 

requirements. Thus, large food price shocks have the potential of negatively impacting net food 

consuming household.   

 

2.20 By global standards, agricultural productivity (production per hectare) is relatively low in 

Zambia, and there is considerable potential for households to increase the size of their harvests for 

both consumption and sale (see Table C2 in Appendix C). There was a bumper maize (corn) harvest 

in 2009/2010 (see Table C3 in Appendix C), thanks to good weather, increased maize planting (see 

below) and the expansion of the government’s input subsidy programs. According to Burke et al. 

(2010), 47 percent of the difference in maize production from 2009 to 2010 was attributed to 

weather conditions, 25 percent to the increased use of fertilizers from the public and private sectors, 

23 percent to expanded cultivation area, and 5 percent to hybrid seed and improved management. 

Smallholder farmers face numerous supply-side constraints, such as limited area for cultivation, 
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 See also Table C1 in Appendix C for budget shares of the extremely poor, moderately poor and non-poor. 
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inadequate irrigation and drainage systems, lack of physical capital, low-quality seeds and fertilizers, 

and restricted access to credit. Programs designed to assist small-scale farmers may increase 

agricultural yields, but the Zambian government’s current efforts in this area suffer from significant 

targeting and expenditure-execution problems, and have thus far produced mixed results (see World 

Bank 2010). 

Figure 2.1: Sources of Food for Urban and Rural Residents, 2010 

 
Source: World Bank estimates based on 2010 LCMS. 

 

2.21 The government’s fertilizer-subsidy regime and other agricultural-input support policies in 

particular are insufficiently targeted, and these programs have been only marginally effective at 

raising farmer incomes despite their enormous costs. Meanwhile, the public agencies tasked with 

providing extension services, agricultural research and technological innovation—policy avenues 

that have a demonstrated ability to produce broad and lasting impacts on marginal productivity—

remain underfunded and severely lacking in technical capacity.  New scientific and economic 

technologies that are developed are not disseminated to farmers, and extension remains inadequate 

in both the scope of its outreach and the content of its services.   

  

2.22 The government has steadily increased public funding for agricultural development in recent 

years, but these resources have been overwhelmingly devoted to the Fertilizer Support Program 

(FSP, now known as the Farmer Input Support Program [FISP]) and the Food Security Pack Program 

(FSPP), both of which provide subsidized agricultural inputs. These programs are intended to raise 

the productivity of small-scale farmers and those facing the threat of food insecurity. However, the 

FSP, by far the larger of the two programs, does not expressly target the poor, and its distributional 

impact among maize producers is neither pro-poor nor progressive.16 As with education and 

healthcare services, unequal access drives the distribution of benefits for both the FSP and FSPP. 

Wealthy farmers are far more likely to participate in these programs than are poor farmers, and as a 
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 As described in Appendix F, the distribution of beneficiaries initially appears to be highly progressive across 
income groups, with the poor—as a share of the total population—being much more likely to participate that 
the rich.  However, wealthier Zambians are also far less likely to produce maize; consequently, the wealthiest 
farmers—as a share of maize producers—are dramatically overrepresented among participants in both the FSP 
and FSPP.  
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result, wealthy participants outnumber poor participants at a rate of almost two-to-one. Participant 

contributions, meanwhile, are imposed at a fixed rate regardless of income level, and neither 

program uses means-testing as a criterion for inclusion. A set of relatively simple revisions to these 

programs—including means-testing of beneficiaries, scaling out-of-pocket contributions to 

participant income, and replacing the current input package with an electronic voucher system—

could dramatically improve their progressivity and enhance their impact on the rural poor.  

 

2.23 Nevertheless, it remains unclear to what extent either program has actually succeeded in 

their common objective of raising cultivation intensity (productivity per hectare), as recent growth in 

aggregate production appears to be largely the result of expanded cultivation area and favorable 

weather conditions. Meanwhile, Zambia’s agricultural extension services, which should be 

disseminating critical information on agronomy techniques and providing high-quality impact 

analyses, remain severely underfunded and ill-equipped to achieve the increases in production 

intensity that represent their primary mission as public agencies. The ultimate value of input-subsidy 

programs must continue to be reassessed and evaluated against other funding priorities.   

 

2.24 Relatedly, a large and increasing share of agricultural spending is devoted to the Food 

Reserve Agency (FRA), which under its expanded mandate not only manages the country’s strategic 

food reserve but also enables the government to directly influence the domestic price of maize 

(corn), Zambia’s primary staple crop. The FRA’s operations, which involve large-scale maize 

purchases at prices well above the market rate, constitute an effective production subsidy, which 

accrues only to the small fraction of Zambian farmers that sell maize to the FRA. FRA purchases are 

sufficiently large to increase the price of Zambian maize relative to the export-parity price, 

increasing food costs nationwide and decreasing the competitiveness of Zambian maize as an export 

crop.  More recently, the FRA has begun setting floor prices for maize in an effort to encourage 

maize production.  This policy has proven enormously expensive, with fiscal costs rising to between 

1 and 2 percent of GDP, and while the price floor has indeed promoted maize production it has done 

little, if anything, to raise cultivation intensity.  As a result, many farmers have simply shifted to 

maize production at the expense of other crops, countering the positive trend toward diversification 

in the agricultural sector. Given the exorbitant cost and questionable effectiveness of FRA policies, 

and in light of the critical priorities that must be foregone in order to fund the price floor, the World 

Bank has recommended that the FRA return to its original role of safeguarding food security and has 

proposed a set of reforms designed to enhance the efficiency of its operations.17 

 

2.25 Due to sustained food-price increases between 2006 and 2008, farmers shifted away from 

planting nonfood cash crops during the 2008/09 season (October 2008-September 2009). The 

planting area for nonfood crops decreased drastically, from 1.2 to 0.1 hectares for small-scale 

farmers and from 8 to 0.3 hectares for medium-scale farmers between the 2005/06 and 2008/09 

seasons (see Table 2.6). This decrease was not fully compensated for by an equivalent expansion in 

the planting area for food crops. On the other hand, large-scale farmers responded to these price 

signals by drastically expanding the cultivation of food crops, from an average of 20 hectares in 

2005/06 to 50 hectares in 2008/09. The Food Reserve Agency program, which established a price 
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 For a comprehensive review of the FISP and FRA programs, as well as a detailed discussion on the main 
policy issues related to these program is Zambia see World Bank(2010) and World Bank (2012d) 
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floor on maize for smallholders, has also had a positive effect on increasing land dedicated to, and 

overall output, of maize and has to some extent boosted smallholder incomes of maize producers, 

though again targeting issues have limited the effectiveness of this policy.   

Table 2.6 Mean Farm Area Planted, by Crop Type and Farm Size, in Hectares 

  2005/06 2008/09 

  
Food 
crops 

Non-
food 
crops 

All     
crops 

Food 
crops 

Non-
food 
crops 

All     
crops 

National 0.8 0.9 1.7 1.0 0.1 1.0 

Farm Size (rural) 

   Small-Scale 1.1 1.2 2.3 1.3 0.1 1.4 

   Medium-Scale 5.1 8.0 13.1 5.7 0.3 6.1 

   Large-Scale 20.1 15.6 35.7 50.2 0.7 50.8 
Source: World Bank estimates based on 2006 and 2010 LCMS 

 

C. Assets and Housing Conditions 
 

2.26 While both the rich and the poor accumulated assets to some extent between 2004 and 

2010, the assets of the poorest quintile were still quite limited as of 2010. Figure2.218 shows an 

increase in asset ownership for a variety of goods among both the top and bottom quintiles, 

indicating that even the poorest households are benefiting to some extent from recent growth. The 

marginal increases in asset ownership and the reduction of poverty in rural areas is likely to be at 

least in part a result of the recent bumper maize harvests. When comparing the level of asset 

ownership between the poorest and richest 20 percent of the population, the differences in assets 

remains stark. The poorest quintile increased their ownership of basic assets, such as mattresses, 

from 29 to 48 percent between 2004 and 2010. Moreover, 16 percent of the poorest quintile lived in 

households in which someone owned a cellular phone in 2010, and 37 percent of households had at 

least one bicycle. Ownership of more expensive assets like motor vehicles, televisions, computers, 

and household appliances is negligible among the bottom 20 percent. As indicated by the increase in 

ownership of luxury goods, those who appear to have benefited the most in recent years are richer 

urban Zambians. This supports the conclusions of the income analysis presented in the previous 

chapter.  

                                                           
18

 For further details on asset ownership see Table C4 in Appendix C. 
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Figure2.2 Asset Ownership for Poorest and Richest Quintiles, 2004 and 2010 
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    b) Richest 20% 
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     Source: World Bank estimates based on 2004 and 2010 LCMS. 

 

2.27 The use and ownership of cellular phones has expanded rapidly in both urban and rural 

areas. While only 20 percent of urban Zambians lived in households in which a member owned a cell 

phone in 2004, this share increased to 80 percent in 2010. In rural areas, the percentage increased 

from nearly zero in 2004 to 32 percent in 2010. Figure 2.3 shows the clear dominance of cellular 

phones over land lines through the growth of subscriptions between 2000 and 2010. Even in the 

poorest quintile a substantial number of households have cell phones. In 2004, practically no one in 

the poorest quintile owned a cell phone, but by 2010, about 16 percent lived in households with at 

least one. The rapid growth of cell-phone ownership raises the prospect of extending innovative 

financial services (such as cellular banking) and development initiatives (such as phone-credit-based 
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conditional cash transfers) throughout Zambia, reaching consumers and beneficiaries even in more 

remote rural areas.19 

 

Figure 2.3 Cellular Phone and Land-Line Subscriptions in the 2000s 
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              Source: WDI 

 

2.28 Housing conditions have also showed signs of improvement between 2004 and 2010, but 

large disparities in housing quality between the richest and poorest quintiles still remain (see 

Figure 2.4)20.  In 2010, 67 percent of the bottom quintile still lives in basic traditional dwellings, 

compared to just 10 percent of the top quintile.  33 percent of the poorest quintile lives in modern 

housing, while about 90 percent of the richest does. Only 0.3 percent of the poorest live in houses 

equipped with flush toilet, compared to 41 percent among the richest, while 20 percent of the 

bottom quintile does not have any toilet at all. Similarly, only 0.4 percent of the poorest has an 

electricity connection, compared to 63 percent of the richest. With regard to improved water 

sources (protected well, borehole, or tap) the conditions of poor Zambians are somewhat closer to 

that of the rich, with 43 percent of the poorest quintile having access to an improved water source, 

compared to 62 percent of the richest quintile.  

 

2.29 Despite persistent disparities in living conditions between the rich and poor, comparisons 

over time show significant improvements. Compared to 2004, fewer poor Zambians live in basic, 

traditional dwellings and more live in modern housing. However, the top quintile has also 

benefitted, and more rich Zambians now live in improved housing (around a 3 percent increase since 

2004). Improvements have also been made in access to improved water sources for both the 

poorest and richest quintiles—a 15 percent increase for the poorest and a 5 percent increase for the 

richest. However, no significant changes have been observed with regard to electricity connections 

or home sanitation (flush toilets) for the poorest, though about 5 percent fewer people live in 

households with no toilet at all. Electricity connections have improved only for the richest quintile, 

which recorded a 5 percent increase in connections. 

                                                           
19

 However, despite the expansion of the use of mobile phones, the mobile telephony market in Zambia is not 
performing very well compared with other countries in Sub-Saharan Africa. There is a lack of competitive 
neutrality between state and private players, and a monopoly on the international gateway by the state 
owned. These partly affect the poor performance and remain an issue. Recent regulatory improvements such 
as relating to interconnection tariffs might however intensify competition and consequently improved 
performance going forward (Ellis, Singh, and Musonda, 2010). 
20

 For further details on housing conditions see also Table C5 in Appendix C. 
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2.30 Rural houses are less well-equipped than urban houses (see Table C5 in Appendix C). 18 

percent of Zambians in rural areas do not have a toilet in their house, compared to only 0.5 percent 

of urban Zambians. 34 and 54 percent of urban houses are equipped with a flush toilet and an 

electricity connection, respectively, whereas only 1.4 and 5 percent of rural houses have flush toilets 

and electricity. However, the percentage of households using an improved water source is similar in 

both areas, though a bit higher in urban areas, as might be expected (52 percent of urban vs. 45 

percent of rural households). In addition, the absence of “productive assets” necessary for the 

agricultural activities (such as farm implements and storage facilities) is also an extremely important 

issue for rural households mainly engaged in agricultural activities). The lack of “productive assets” 

compromises the productivity of rural poor (Sassa and Carlsson, 2002); it is an attribute and cause of 

poverty (Imboela, 2004). 

 

Figure 2.4 Housing Conditions for Poorest and Richest Quintiles, 2004 and 2010 
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       Source: World Bank estimates based on 2004 and 2010 LCMS.   

 

 

D. Access to Basic Services 
 

2.31 A large percentage of rural Zambians continue to live far from basic public facilities and 

services (see Table 2.7).  In 2010, only 26 percent of the rural population had access to a food 

market situated within 2km of their home, compared to 89 percent of the urban population. 

Proximity to high schools, police stations and post offices varies considerably between urban and 

rural regions. Access is particularly limited in rural areas, where the poor are most concentrated: the 

population share living in close proximity to certain basic public facilities can be ten times lower for 

in rural areas than in urban areas. Improvements have been made, however, in the accessibility of 

rural healthcare facilities. About 5 percent of rural residents gained access to health care facilities 

between 2004 and 2010, while urban areas have seen a drop in access of around 4 percentage 

points. Nevertheless, only about a third of rural residents have adequate access to health facilities. 
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2.32 Despite the fact that access to health centers remains limited in rural areas, the incidences 

of infant, child and under-five mortality are similar in both rural and urban areas (see Table C7 in 

Appendix C). However, mortality rates vary greatly by province and are strongly associated with 

provincial poverty rates. Central, Southern and Northwestern Provinces recorded the lowest 

incidences of infant, child and under-five mortality, whereas the highest mortality rates are observed 

in Luapula, Northern and Western Provinces, which are also the provinces with the highest incidence 

of poverty.  

 

2.33 Access to a high school situated at less than 2km away (or less than an hour of travel 

time), has improved at the national level, mainly due to the improvements in urban areas. Easier 

access to high schools resulted in increased school attendance (as mentioned in the previous 

section). In urban areas the increase in access might be due to the increase in the ownership of 

personal vehicles (the percentage of all urban Zambian car owners rose from 5 to 8 percent, and 

from 10 to 12 for the richest quintile, who generally reside in urban areas). Access to most of the 

other services and facilities recorded in the LCMS, such as healthcare facilities, banks, public 

transport, and police, either slightly improved or remained relatively constant in both terms of 

distance and travel time.  

 

2.34 Access to a food market situated within 2 kilometers deteriorated at the national and 

urban levels; overall, fewer people had local access in 2010 than in 2004 (see Table 2.7). This would 

be less problematic if access to public transportation in urban areas had increased, but this is not the 

case. On the contrary, access to public transportation has also deteriorated. In rural areas, however, 

access to food markets improved both in terms of distance and travel time; this is correlated with 

improvements in public transport in rural areas, but is also due to the increased availability of 

private vehicle, especially bicycles, in rural areas (see Table C4 in Appendix C). 

 

2.35 Despite modest improvements, access to a bank, post office, or high school remains 

limited for the poorest quintile. Only 4 percent of the poorest have access to a bank situated within 

2km, about 5 percent have access to a post office, and about 6 percent to a high school. The poorest 

are more likely to have access to public transportation (37 percent), health care facilities (34 

percent) and food markets (27 percent).  However, despite limited access to high schools among the 

poorest, the attendance rate for poor students aged 14-18 years old is about 70 percent (see 

Chapter 1, Figure 0.14), which is only 8 percent lower than the attendance rate for non-poor 

students in the same age group, who typically benefit from much better access to high schools. 
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Table 2.7 Access to Basic Services, 2004 and 2010 

  2004 2010 

 

 
Nat. 
 

Urban Rural 
Poorest 
20% 

Richest 
20% 

Nat. Urban Rural 
Poorest 
20% 

Richest 
20% 

Percent of the Population with Facilities Within 2 Kilometers 

Food market  51.7 93.9 24.6 23.4 40.7 48.9 89.4 26.4 27.4 76.6 

Post office  23.7 51.6 5.9 5.1 15.9 17.1 39.3 4.7 5.4 34.2 

High school  14.6 32.6 3.0 2.6 8.4 19.5 45.9 4.9 6.4 39.9 

Health centre  49.9 83.0 28.7 30.2 42.0 49.9 79.3 33.6 34.2 71.6 

Police  36.9 80.5 9.0 7.5 23.4 33.6 75.1 10.6 10.3 63.2 

Bank  16.1 39.1 1.3 1.8 8.6 16.0 40.2 2.6 4.0 36.0 

Public transport  59.6 90.9 39.5 35.2 51.6 56.7 88.2 39.2 37.5 80.6 

Percent of the Population with Facilities Less than 1 hour away 

Food market  60.0 93.8 38.3 33.5 50.7 60.5 94.0 42.0 40.3 84.3 

Post office  25.4 48.3 10.8 7.7 17.4 16.4 33.2 7.1 5.7 34.3 

High school  6.6 12.9 2.5 3.2 2.7 10.6 20.9 4.9 4.8 18.9 

Health centre  65.0 88.0 50.2 45.4 61.2 67.3 86.6 56.5 56.3 81.4 

Police  38.5 72.3 16.9 12.1 27.3 34.0 63.2 17.7 17.1 55.2 

Bank  13.1 28.6 3.2 2.0 5.5 15.2 35.5 3.9 2.2 40.0 

Public transport  63.4 89.4 46.8 39.7 56.3 63.1 88.5 48.9 44.8 82.9 

Source: World Bank estimates based on 2010 LCMS.   
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E. Self-Identified Causes of Poverty 
 

2.36 The vast majority of Zambians considered themselves to be poor. In 2010, about 87 

percent of Zambians described themselves as poor: 49 percent said they think of themselves as 

“moderately poor” and 38 percent said they were “very poor” (see Chapter 1, Figure 0.3). These self-

perceptions of poverty vary between rural and urban areas. In 2010, the percentage of people in 

rural areas who described themselves as “very poor” was twice that in urban areas (46 versus 23 

percent). A much greater share of urban residents (23 percent) described themselves as “not poor” 

than did rural residents (8 percent). However, more urban residents described themselves as 

“moderately poor” (53 percent) than did respondents in rural areas (46 percent).  

 

2.37 In 2010, the majority of Zambians who considered themselves “very poor” or “moderately 

poor” cited the “lack of agricultural inputs and imports” as the main cause of their poverty (see 

Figure 2.5). It is interesting to note that the importance ascribed to lack of agricultural inputs and 

imported goods has increased over time, despite the government’s efforts to provide input support 

and the increase in private-sector input purchases observed in 2009-2010 (cf. Burke 2010). Although 

the liberalization of agricultural markets, both for inputs and products, boosted farmer productivity 

in the late 1990s and 2000s, the impact of these reforms has by now largely run its course, and the 

potential returns to further policy interventions in the agricultural sector are limited. A recent World 

Bank assessment (World Bank 2010) of the Zambian government’s Fertilizer Support Program (FSP)21  

indicated that 82,000-146,000 tons of incremental maize output were attributable to the program in 

2007/08 and that the cost of FSP maize was competitive when grown for food security in outlying 

areas.  While it is clear that such programs can yield positive results, the design and implementation 

of agricultural interventions are critical and will need to be modified in future efforts, as the 

assessment also highlighted the need for clearer objectives, enhanced beneficiary selection criteria, 

and improvements in program implementation mechanics (such as the timing of the delivery of 

agricultural input packages). Furthermore, related interventions including the Food Reserve Agency’s 

setting of producer price floors should be evaluated, and other policy options should be considered 

vis-à-vis these agricultural input subsidies.  For a more thorough analysis of the FSP and other 

agricultural support programs, see Appendix F. 

 

2.38 “Lack of capital” was the second most frequently cited reason for poverty in the 2010 

LCMS. About 18 percent of those who considered themselves poor pointed to the lack of capital as 

the main cause, and the share of respondents citing lack of capital has increased since 1996. As the 

majority of people are self-employed, many in small, family-run businesses, this is in many cases 

likely to be a lack of working capital, and suggests that people are unable to save sufficiently, and do 

not have adequate access to credit to expand their business activities or to launch new enterprises.  

In particular, the lack of access to agricultural credit has had negative effects on most of the poor 

households. 

 

                                                           
21

 The FSP is now known as the Fertilizer Input Support Program (FISP) 
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2.39 “Hard economic times” are also cited among the most important reasons of for self-

described poverty, but respondents appear less concerned with this in recent years. This seems to 

imply a general feeling that the overall economy is improving, though the extremely high rate of self-

described poverty also suggests that respondents feel that they are not personally able to benefit 

from the growth of the larger national economy. 

 

2.40  “Lack of employment” is also cited as an explanation for subjective poverty, and this 

concern has increased since 1996. Two reasons might explain why Zambians seem increasingly 

concerned with the lack of employment opportunities. Unemployment and underemployment have 

continually increased and remain major problems. The privatization process in the late 1990s, which 

improved the performance of most firms—especially in the mining sector—has been accompanied 

by a restructuring of the labor market. New mines are significantly more capital intensive, and 

employment in the mining sector has fallen substantially in the last decade despite large increases in 

output. This resulted in net job destruction, as employment growth in other sectors has been unable 

to offset the effect.  

 

2.41 Moreover, Zambians’ growing concern with the lack of employment opportunities may also 

be correlated with increases in educational attainment. As the number of graduates increases, so do 

expectations of finding good employment opportunities, and limited job growth in more skills-

intensive industries may result in frustrated ambitions.  

 

2.42 “Insufficient wages/pensions” is also regarded as an important reason for self-described 

poverty, although this seems to be on decline. As employment in the formal sector shrunk in the 

wake of the privatization process, the quality of formal employment has also deteriorated, and real 

wages dropped significantly. However, the fact that this factor is currently accorded less importance 

as a cause of poverty might be the consequence of increasing concern with the lack of employment 

opportunities; inadequate wages are not likely to be cited by unemployed workers.  

 
Figure 2.5 Main Reported Causes of Poverty among Self-Described “Poor” Households, 1996 - 2010 

 
  Source: World Bank estimates based on LCMS.   
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2.43 Gender differences are observed with regard to “low wages/pensions” as a reason for 

poverty (see Table 2.8). Male respondents assigned almost twice as much importance to this reason 

than female respondents. This might be because men are more likely to hold jobs where they 

receive wages or salaries, whereas women are more likely to work in agriculture, family enterprises, 

or ass unpaid household labor (see Chapter 3, which details the Zambian labor market). Women also 

register a significantly higher unemployment rate.  Due to these factors, women are less likely to cite 

low wages despite being paid significantly less than men with a comparable level of education. 

Women with no education earn only 65 percent of that earned by their male counterparts, while 

women with a tertiary level of education earn about 95 percent (Burger, Burger, and van der Berg 

2004).    

 

Table 2.8 Gender Differences in Reasons Cited for Poverty 

 

Low 
wages/pensions 

Lack of Employment 
Opportunities 

 
Male Female Male Female 

1996 17.6 7.3 6.5 3.4 

2010 11.8 7.1 9.6 7.6 

             Source: World Bank estimates based on LCMS.   

 

 

2.44 Men are more likely than women to cite the lack of employment opportunities as the main 

reason for their poverty, despite experiencing a significantly lower unemployment rate. According 

to the LCMS the unemployment rate for women was 11 percent, while the unemployment rate for 

men was only 9 percent. A comparison to the 2008 Labor Force Survey data (CSO 2010) reveals that 

the unemployment rate for women has fallen considerably (from 18 percent in 2008), while 

declining more modestly for men (from 12 percent in 2008). The rising trend of female employment 

may explain female respondents’ being less likely to identify a lack of employment opportunity as a 

cause for poverty.  Women have, however, become more likely to cite this cause over time. 

 

F. Conclusion 
 

2.45 An in-depth analysis of the nature, characteristics and causes of poverty in Zambia lends 

further support to the conclusions presented in the previous chapter: that although national 

macroeconomic growth has been strong in recent years, its benefits have been sharply limited.  

Rising incomes have been concentrated in the employed urban workforce, especially among its 

wealthiest and most highly skilled segment. With limited rural development and substantial 

truncation between the urban and rural economies, the rural poor have been largely excluded from 

the benefits of recent economic growth. As a result, rural poverty remains extremely high; the 

medium-term trend in rural poverty reduction has gradually diminished over time and is now 

approaching a standstill. Poverty in Zambia continues to be a predominantly rural phenomenon, 

with poverty incidence highly concentrated among small-scale farmers with little or no formal 

education. 
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2.46 With the poorest quintile of the population deriving, on average, more than half of their 

food consumption from household production—combined with the fact that yields are typically 

relatively low—interventions to help boost agricultural productivity can directly benefit the rural 

poor, both through greater food security and the potential for income generation. The main 

reason for poverty cited among households who consider themselves as poor in 2010 was the lack of 

agricultural inputs. A recent World Bank assessment of the government’s Fertilizer Support Program 

indicates that such interventions can yield positive results. However, the design and implementation 

of such interventions are critical and need to be modified to be more effective (WB 2010). 

Furthermore, related interventions including the Food Reserve Agency’s setting of producer price 

floors should be evaluated, and other policy options should be considered vis-à-vis these agricultural 

input subsidies. 

 

2.47 Access to basic services has improved, but additional progress is still necessary. Disparities 

in access to basic health services, education, and public transportation persist between rural and 

urban areas as well as between the rich and poor nationwide. The effective provision of education 

and healthcare, as well as the extension of infrastructure and the targeted use of sector-specific 

support policies, can achieve meaningful increases in productivity, raising incomes and promoting 

better economic and social conditions. In addition, well targeted social safety nets can help protect 

the poor and promote greater economic opportunities.  

 

2.48 To extend the benefits of economic growth to the nation’s poor and improve public access 

to cost-effective infrastructure and services, Zambia must foster the growth of new and diverse 

economic activities to spur the development of a robust economy. Recent growth in the mining, 

construction, financial services and tourism industries is a positive sign, but without broad-based job 

creation the returns to that growth will remain heavily concentrated among a small portion of the 

national labor force. While the supply of high school graduates has been increasing over time, 

continued poverty reduction will depend on the demand for better-educated workers in Zambia’s 

labor market. Improvement in educational attainment is a worthy goal in itself, but unless the 

demand for skilled labor continues to grow, more and more graduates will find themselves 

competing for a finite number of jobs requiring higher levels of education and skills. The following 

section examines the Zambian labor market in greater detail, and it is hoped that this analysis will 

reveal opportunities for expanding the returns to growth and enhancing its impact on poverty 

reduction nationwide.  
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Chapter 3: The Labor Market, Employment and Wages 
 

A. Introduction 
 
3.1 This chapter will provide a profile of the Zambian labor market in 2010, describing its 

principal features and attempting to explain some of its more troubling characteristics. Following 

this introduction, Section B discusses the datasets to be used. Section C introduces our proposed 

multi-sector model of the Zambian labor market.  In addition, we provide a descriptive overview of 

employment through selected supply-side characteristics. Section D further explores the 

characteristics of the employed and unemployed workforce. Particular attention is paid to the 

significant difference in rural and urban unemployment rates, the most salient feature of the 

Zambian labor market. In Section E wage-rate data are presented across the labor-market segments, 

and the distribution of income is examined both within and between employment categories. The 

analysis is supported by an attempt to verify the employment characteristics of the Zambian labor 

market using a multinomial logit model. Subsequently, a modified Mincerian earnings function is 

presented in order to investigate the determinants of income for employed individuals. Section G 

presents the conclusions of the analysis. 

The first si  

B. Data and Definitions Used in the Analysis 
 

The Dataset 

 

3.2 The LCMS has been conducted by the Zambian CSO since 1996. The main objective of the 

survey is to measure the living standards of households in Zambia across a range of economic and 

social welfare indicators.  The survey contains information on income, expenditure, poverty and 

inequality as well as access to public goods and services, such as education and healthcare. The 

LCMS has been conducted six times, in 1996, 1998, 2002/3, 2004, 2006, and 2010. This chapter uses 

only the data from the most recent survey, 2010.  

 

3.3 The LCMS covers all of Zambia’s nine provinces and includes both rural and urban areas. 

Surveys are conducted using a sample of households, which are differentiated by province, district, 

“Census Supervisory Areas” and “Standard Enumeration Areas”.  Sample households are also 

classified according to what the CSO refers to as “strata”. In the case of urban areas, households are 

categorized into strata based on the property values of their neighborhoods. Rural households are 

classified based on the type of agricultural activity the household is involved in.  These strata are 

defined as follows (CSO, 2008:11): 

 

 Rural small-scale agricultural households 

 Rural medium-scale agricultural households 

 Rural large-scale agricultural households 

 Rural non-agricultural households 



60 
 

 Urban low-cost housing residential areas 

 Urban medium-cost housing residential areas 

 Urban high-cost housing residential areas 

 

Definitions and Exclusions 

 

3.4 In keeping with the international working age classification, we limit the analysis to 

individuals between 15 and 65 years of age. In addition, the analysis focuses solely on those 

individuals who identified themselves as participants in the labor force; i.e. it excludes full-time 

students, too old to work or early retirees, prison inmates, and other individuals22 who are neither 

employed nor seeking employment. According to the National Pension Scheme Authority of Zambia, 

individuals qualify for the old age pension either at the age of 65 or at the age of 55 conditional on 

having reported 180 months of continuous employment (15 years). Those who received an old-age 

pension and were older than 54, but still reported participating in the labor force were therefore 

excluded from the analysis. The labor force is thus defined as all individuals between 15 and 65 years 

old that are either employed in the various segments of our multi-sector labor market model, 

unemployed but seeking work, or employed as unpaid family workers.23  

 

3.5 For the income-analysis component (Sections E and F), it is important to note that various 

restrictions were applied to the data. The analysis is based entirely on income generated by labor, 

i.e. through wages, salaries, and the sale of agricultural produce; it does not include investment 

income, rent, or other returns to capital. Income from pensions (even those earned through 

previous work), survivor benefits, public assistance and welfare programs, and other transfer 

payments are also excluded.  

 

3.6 Wage earners are categorized as individuals working in the various segments of the labor 

market and reporting a positive monthly wage or salary. Agricultural income is defined as income 

generated by the households from the sale of crops and livestock.24 As we discuss in greater detail 

below, all labor-force participants (employed, unemployed, and unpaid family workers) residing in a 

household with a positive agricultural income are included in the household’s income analysis. We 

assume a unitary household model and therefore attribute equal shares of the income reported by 

the household to all members classified as labor-force participants. 

 

 

C. Statistical Characteristics of the Labor Market Model 
 

3.7 The first segment in our model is formal-sector employment, which includes all individuals 

who reported being employed by a firm with more than five total employees and are entitled to 

                                                           
22

 The “Other” category encompasses all those who are either unwilling or unable to work. It includes persons who live on 
income from investments, savings, inheritance, remittances, charity, family support, et cetera, as well as individuals who 
are physically or mentally disabled. 
23

 The LCMS defines “unpaid family workers” as “persons who normally assist in the family business or farm but do not 
receive any pay or profit for the work so performed”. 
24

 A third component, namely income from the sale of eggs, milk, hides and other animal products, was omitted due to the 
absence of those data.  
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work-related benefits such as a pension, gratuity or paid leave.25 All formal sector employees are 

included in this segment regardless of their location (rural or urban). Fewer than 30 percent of 

formal-sector workers reside in rural areas, and a plurality of these (42 percent) are employed in the 

community, social and personal services (CSP) subsector, that is, in local public-service positions. 

Because the rural formal sector is so small and so much of it is devoted to public service, it is difficult 

to draw statistically valid conclusions from the available data. Consequently, the rural and urban 

formal sectors are collapsed into a single category. 

 

3.8 The second labor market segment is the urban informal sector. This segment includes all 

individuals classified as informally employed and working in an urban area, irrespective of their 

primary economic activity. The informal sector, according to the LCMS classification, is comprised of 

individuals who own or are employed by a business with fewer than five employees and who are not 

entitled to standard formal-sector employment benefits.26   

 

3.9 The rural informal sector is the third segment of our proposed labor market model. This 

sector is comprised of all individuals who are classified as informally employed, as defined above, 

and who work in a rural area. 

 

3.10 The fourth segment, agricultural production, captures all employment in agriculture and 

related activities in rural areas, excluding only household-level sales of crops and livestock. 

Employment in agricultural production cannot be neatly divided into formal and informal activities. 

Respondents who were classified as belonging to either the formal or informal sector based on their 

answers to the questions related to firm size and worker benefits are not included in this segment. 

Subsistence farming is included in this section, as we cannot separate these workers from those 

employed in other forms of agriculture, such as paid day laborers or commercial farm staff.  

 

3.11 The fifth segment consists of individuals employed in household-level agricultural sales; 

borrowing from the work of Fox and Kweka (2011), we refer to this segment as “employment in 

household enterprises”. This segment also includes respondents who were initially classified in the 

survey as unpaid family workers (UFWs) or as unemployed, but who reside in households which earn 

a positive income from the sale of crops and/or livestock.27 Income per worker is determined by 

dividing total household income from crop and livestock sales by the number of segment-eligible 

workers in the household. 

 

3.12 The sixth segment covers individuals engaged in multiple economic activities. For example, a 

number of respondents who identified themselves as employed in either the formal or informal 

sector also reported having a second job or receiving income from another economic activity, such 

as farming or raising livestock. These individuals have been specifically allocated to the multiple 

activities segment and are not double-counted in other segments. Table D3 (see Appendix D) 

                                                           
25

 The segment includes unpaid family workers who reported that they are employed in the formal sector. 
26

 Note that, as discussed above, this segment includes unpaid family workers who reported that they were working in the 
urban informal sector. 
27

 Though it may seem contradictory, unemployed workers can still be considered income earners if they describe 

themselves as seeking employment but reside in a household that earns income from the sale of crops or livestock, since it 
can be reasonably assumed that they both participate in generating that income and also benefit from it. 
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presents a matrix of all six employment categories, including overlapping respondents. As the table 

shows, around 9.5 percent of formal-sector employees—a small but significant share—are also 

involved in agricultural activities. On the other hand a much larger share (40 percent) of the rural, 

informal workforce is also employed in household enterprises. This would seem to suggest that 

informal employment and household enterprise activities often serve as complementary income 

sources for the rural population. Consequently, the multiple activities segment captures a 

substantial proportion of workers in both the rural-informal and household-enterprise sectors.  

 

3.13 x segments cover the entirety of the income-earning workforce though, again, it is important 

to note that this may include UFWs and even the unemployed, so long as they reside in households 

which reported income from agricultural sales. The two remaining segments of the Zambian labor 

force consist of unemployed individuals and UFWs who do not earn household income from the sale 

of crops or livestock, and are therefore considered zero income earners in the model, but who 

nevertheless remain in the labor force.  

 

3.14 This eight-sector model serves as the basis of our descriptive and econometric overview of 

the Zambian labor market. Table 3.1 presents a snapshot of the Zambian Labor Force. Specifically, it 

shows the Labor Force Participation Rate (LFPR), employment rate and unemployment rate by basic 

demographic characteristics.  The final six columns present a breakdown of the six employment 

segments according to these characteristics.  

 

3.15 The data indicate, in aggregate terms, that the Zambian labor force numbered 4.94 million in 

2010. Of these, 4.45 million were in employment in one of our six segments; 484,612 were 

unemployed, and just over 10,000 were UFWs. According to the available data, in 2010, 60.2 percent 

of working-age individuals participated in the Zambian labor force.28 The Zambian labor force is 

decomposed by respondent demography in order to assess how labor force participation rates 

(LFPRs) vary by characteristics such as gender and location. Males register a slightly higher 

participation rate than females (at 63 percent and 58 percent, respectively), and individuals in rural 

areas participate in the labor market at a higher rate than their counterparts in urban areas (at 63 

and 56 percent, respectively).   

 

3.16 A breakdown by age cohorts indicates a non-linear relationship between age and LFPR. 

Labor force participation reaches its maximum among the 25-34-year-old age group at 76 percent; 

participation rates decline among older workers, reaching a low of 67 percent for those aged 45 to 

54, but then rebounds to 75 percent for the oldest cohort, workers aged 55-65. For education, the 

estimates unsurprisingly present a strong positive correlation between LFPR and educational level. 

Individuals with no education had an LFPR of 61 percent, while the LFPR for individuals with any 

degree of primary or secondary education, but no secondary-school diploma, range between 85 and 

88 percent; labor force participation rises to 92-93 percent for those with a diploma or university 

                                                           
28

 Table D2 (see Appendix D) presents international labor force participation rates (LFPR). At a glance, the LFPR cross-
country comparison for the selected countries suggests that in the sample of African economies, Zambia’s LFPR remains 
within the mean of the cohort. Botswana has the highest participation rate of the selected countries with a rate of 76.6 
percent. Algeria, on the other hand, has the lowest participation rate at 43.3 percent. Liberia, Mauritius, South Africa and 
Zambia each have a participation rate of approximately 60 percent.  
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degree and reaches 96 percent for workers with a Master’s degree, the highest academic 

qualification recorded in the LCMS.  

 

3.17 The breakdown by provinces indicates only minor regional differences in labor force 

participation. The highest rate was in Eastern Province (66 percent), while the lowest is in the 

Copperbelt Province (54 percent). Finally, disaggregating labor force participation by the LCMS 

demographic ‘strata’ (see above) reveals only minor differences, with most categories clustering 

around 57 percent. The stratum with the lowest LFPR was the urban middle class at 55 percent; 

meanwhile, small-scale farmers registered the highest LFPR at 63 percent.  
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Table 3.1 Trends in Labor Force Participation, Employment and Unemployment, 2010 

     Composition of Employment  

  

LFPR 
(Labor Force 
as % of 
Working Age 
Population) 

Employment  
Rate (% of 
Labor Force) 

Unemployment 
Rate (% of 
Labor Force) 

Unpaid 
Family Work 
(% of Labor 
Force) 

Formal 
Sector (%) 

Urban 
Informal 
(%) 

Rural 
Informal 
(%) 

Agricultural 
Production 
(%) 

Household 
Enterprises 
(%) 

Multiple 
Activities (%) 

By Gender 

          Male 63.03 90.9 8.94 0.1 24.2 12.52 6.4 39.22 4.86 12.81 

Female 57.53* 89.0 10.7 0.3 10.56 11.32 5.17 37.14 6.09 29.72 

By Location 

   
      

Rural 62.64 98.2 1.62 0.1 7.31 

 

8.15 53.64 5.34 25.57 

Urban 56.02* 74.5* 25.18* 0.3 42.86 41.46 
  

5.78 9.9 

By Age 

          15-24 39.82 79.4 20.18 0.4 8.19 6.66 4.97 27.93 13.83 38.42 

25-34 75.96* 90.5* 9.31* 0.2 21.42 14.64 6.81 35.2 4.35 17.58 

35-44 73.15* 95.9* 4.09* 0.0* 21.84 14.12 6.65 41.26 2.39 13.74 

45-54 67.21* 96.8* 3.11* 0.1* 19.88 11.88 4.42 48.77 1.28 13.77 

55-65 75.02* 97.5* 2.51* 0.0* 11 9.24 3.5 56.26 1.36 18.64 

By Education 

         None 60.88 93.5 6.51 0.0 17.64 8.95 2.83 37.95 2.88 29.75 

Grade 1-8 87.83* 93.9 5.89 0.2* 5.9 8.36 6.41 49.09 4.56 25.68 

Grade 9-11 85.44 88.5 11.37 0.1* 16.31 19.66 7.52 33.19 5.46 17.87 

GCE O-level 87.14 73.9* 25.77* 0.3* 36.22 23.17 5.08 12.11 12 11.42 

GCE A-level 88.27 86.5 13.52 0.0 53.02 10.38 2.97 19.46 1.3 12.87 

Diploma/Certificate 92.72* 91.5 8.47 0.0 79.59 12.04 1.14 2.6 2.13 2.51 

University Degree 92.38* 95.9 4.14 0.0 91.74 3.23 1.08 0.81 1.07 2.07 

Master’s Degree 95.98* 99.6 0.43 0.0 95.89 0.12 1.18 1.56 

 

1.24 

Total 60.16 90.0 9.81 0.2 17.54 11.94 5.8 38.19 5.47 21.06 

Source: Authors’ calculations based on the Living Conditions Monitoring Survey for 2010; * indicates statistical significance at a 95 percent for the reference group 
Notes: 1: “Formal employment” includes all individuals reported as employed by a firm with 5 or more employees and entitled to a pension,, paid leave and other benefits.  
2. “Urban informal” are all those reported as employed, residing in an urban area, working in a business with fewer than 5 employees, are not entitled to benefits as well as those identifying themselves  as ‘unpaid family workers’.  
3.”Rural informal (non-agricultural)” refers to respondents who were employed, living in a rural area, and working in a business with fewer than 5 employees, are who are not entitled to benefits as well as those reporting their 
employment status as ‘unpaid family worker’. Respondents who reported their main economic activity as farming, fishing or forestry were excluded.  
4. All respondents whose main economic activity was farming, fishing or forestry and who did not indicate whether they are formally or informally employed. Thus, subsistence farming is also included in this section as we cannot separate 
subsistence farming from other forms of agriculture.  
5. “Household enterprises” refers to those individuals that are classified as unpaid family workers or unemployed, but reside in households which earn income from sales of crops or livestock.  
6. The unemployment rate and unpaid family worker rate does not include workers who reported a positive agricultural income; only zero income unemployed and unpaid family workers are considered.
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3.18 According to the data, 90 percent of the national labor force was employed in 2010. While 

many employee characteristics, such as gender, education and most age cohorts, presented only 

minor or easily explained differences in employment, a stark differential was evident in rural and 

urban employment rates.  In 2010, the rural employment rate was dramatically higher than the 

urban rate (at 98.2 and 74.5 percent, respectively). This suggests that almost all rural labor force 

participants were working in 2010; while more than one-in-four urban workers were unemployed. 

The breakdown by age group suggests that employment was highest among individuals between 55 

and 65 years of age and lowest among those between 15 and 24, which is to be expected given the 

typical impact of experience and seniority on hiring and worker retention. Also unsurprisingly, higher 

employment rates were recorded for respondents with higher levels of education; however, this 

trend was not uniform, and employment rates were highest for both those with very high and very 

low levels of education.  The only exception was among respondents who reported no education at 

all, but even their employment rate was fairly high given their relatively low LFPR.   
 

3.19 The provincial and strata characteristics are presented in Table D4 (see Appendix D). The 

strata decomposition presents interesting though not unexpected results—particularly in terms of 

rural/urban employment trends.  Employment rates were significantly higher for all rural strata—

ranging from 89 to 100 percent, compared to just 73 to 78 percent for their urban counterparts.  

Rural unemployment was extremely low, especially in the agricultural sector, which registered an 

unemployment rate of between 0 and 1 percent.  Urban unemployment, however, ranged from 21 

percent (for the upper-income housing stratum) to nearly 26 percent (for the lower-income 

stratum).   

 

3.20 The provincial results indicate that as with the overall LFPR, the Eastern Province had the 

highest share of employed workers, while the Copperbelt had the lowest.  This could be a reflection 

of the urban/rural composition of provinces. The Copperbelt province is highly urbanized, whereas 

Eastern Province is predominantly rural. For example, in 2010, 80.15 percent of labor force 

participants in the Copperbelt province were classified as urban residents while less than 10 percent 

of labor force participants in the Eastern province were classified as urban residents.  

 

3.21 In terms of employment segments, the largest share of the employed was those who 

reported that they were involved in agricultural production. Employment in this segment accounts 

for almost 1.7 million workers or 38 percent of total employment in Zambia in 2010. The second-

largest employment share is in the multiple activities sector, at 21 percent of total employment, 

suggesting that the pursuit of multiple economic activities by the workforce is a key feature of the 

Zambian labor market.  Meanwhile the formal sector, nationwide, accounted for 780,000 workers, 

or 17.5 percent of total employment. The urban informal sector was responsible for just under 12 

percent of total employment while household enterprises (as the respondent’s sole economic 

activity) only accounted for 5.5 percent of total employment.   

 

3.22 Overall, the majority of urban workers were employed either in the formal (43 percent) or 

informal sector (41 percent).  More than half of rural workers were employed in agricultural 

production, with a further quarter engaged in multiple activities. The results by gender indicate that 

agricultural production was the dominant activity for both genders with almost the same number of 
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males and females (approximately 891,000 vs. 806,000 workers) employed in this segment. The 

formal sector, by contrast, was dominated by males, with almost a quarter of all employed men 

working in this sector, while just over 10 percent of employed women held a formal-sector job. 

However, almost a third of women (more than 644,000) indicated that they were involved in 

multiple economic activities, while approximately 13 percent of men (or just less than 300,000) 

reported more than one economic activity. This suggests that women were more likely to hold 

multiple jobs or earn income through some secondary business. The breakdown of employment by 

age confirms the relative importance of agriculture for all age categories. With the exception of the 

15 to 24-year-old age group, in each age cohort agricultural production is the dominant form of 

employment.  
 

3.23 In terms of the unemployment rate,29 the vast differential between rural and urban areas is 

its most salient characteristic.  As noted, the urban unemployment rate is very high, at 25.2 percent, 

compared with a rural unemployment rate of just 1.6 percent. The lack of time-series data makes it 

difficult to test hypotheses regarding the reasons for this differential; however, it seems clear that 

elements of the Harris-Todaro model (1970) are at work, with extremely high urban unemployment 

substantially offsetting the wage-rate incentives offered by the urban economy. A combination of 

this and other factors, including structural constraints on the supply of skilled labor, the likely use of 

efficiency wages in the urban sector, and the peculiar characteristics of rural labor markets, may 

help to explain vast employment differential between rural and urban areas.  
 

 

D. An Overview of the Employed and Unemployed Workforce 
 

3.24 Focusing on the economic-sector breakdown of the workforce, Table 3.2 and Table 3.3 

present the results of the distribution of individuals across both the three traditional sectors 

(agriculture and resource extraction, industry, and services) and a set of specific sub-sectors. Formal 

employment, as well as both urban and rural informal employment, is mainly driven by the tertiary 

(or service) sector (at 62, 82, and 52 percent shares of those labor-force segments, respectively). The 

main contributor to total formal employment is CSP services, which has the highest total number of 

workers of any economic subsector. The CSP subsector is dominated by government positions, 

indicating, unsurprisingly, that the government of Zambia is a major source of formal employment.  

Overall, more than 300,000 Zambian workers are public-sector employees.  
 

3.25 The urban and rural informal sectors, on the other hand, are represented mainly by 

wholesale and retail workers (268,000 and 104,000, respectively). The three remaining labor-force 

segments (agricultural work, household enterprises, and multiple economic activities) fall under the 

primary sector, specifically agriculture. At the economic sector level then, the Zambian labor market 

is dominated by three employment categories: agriculture, wholesale and retail trade, and public-

                                                           
29

 The international comparison presented in Table C2 (Appendix C) suggests that the aggregated Zambian unemployment 
rate also remains within the mean of the cohort.  South Africa registered the highest unemployment rate in the sample, 
whereas Liberia had a relatively low unemployment rate (25 and 3.6 percent respectively). Algeria, Egypt, Morocco and 
Zambia each had an unemployment rate of approximately 10 percent. 
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sector services. The single large employer, however, is the agriculture, forestry and fishing sector, 

accounting for almost 70 percent of total employment in the Zambian economy.  

 

3.26 The occupational cohort analysis shows that in the formal and both the rural and urban 

informal sectors, the majority of workers are semi-skilled, with the formal employing a substantial 

number of highly skilled workers.  In fact, highly skilled professionals (of which there are 188,000) 

accounted for the largest share of the formal-sector workforce. In the urban informal sector the 

highest total number of workers (246,000) was employed in the “service and sales” category. Given 

that the rural informal sector30 is dominated by the wholesale and retail trade, the occupational 

breakdown indicates that services and sales, together with skilled rural-sector jobs, accounted for 

the largest number of workers in any segment besides agriculture.   
 

 

                                                           
30

 According to our employment breakdown, rural informal workers are individuals who own or are employed by a business 
with fewer than five employees and who do not receive standard worker benefits and who, of course, live in rural areas. 
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Table 3.2 Employment by Economic Sector (ISIC Revision 4) 

 Source: Authors’ calculations from 2010 Living Conditions Monitoring Survey  
Notes:   1. *Indicates statistical significance at a 95 percent level to the reference group (Formal Sector) 

               2. Standard Errors in parentheses 
               3.  Industrial classifications according to International Standard Industrial Classification of All Economic Activities (ISIC), Revision 4 

               4. Individuals who reported being unemployed or unpaid family workers, but residing in a positive agricultural income household, are included in the analysis as they have been 

 allocated to the household enterprises employment segment. 

  

Formal Sector Urban Informal Rural Informal Agriculture 
Household 
Enterprises 

Multiple 
Activities 

Total 

Total 
(‘000s) 

Share 
(%) 

Total 
(‘000s) 

Share 
(%) 

Total 
(‘000s

) 

Share 
(%) 

Total 
(‘000s

) 

Share 
(%) 

Total 
(‘000s) 

Share 
(%) 

Total 
(‘000s) 

Share 
(%) 

Total 
(‘000s

) 

Share 
(%) 

Primary Sector 
Agriculture, forestry and fishing 

 
107 

 
66 

 
21

*
 

 
84 

 
81 

 
98 

 
1,664

*
 

 
100 

 
48

*
 

 
100 

 
873

*
 

 
100 

 
2,794 

 
98 

Mining and quarrying 55 34 4
*
 16 2

*
 2 2

*
 0 

  
2

*
 0 65 2 

Total Primary Sector 162 21 25 5 83 33 1,666 99 48 96 875 97 2,859 68 

Secondary Sector 
Manufacturing 

 
51 

 
47 

 
43 

 
61 

 
30

*
 

 
79 

 
1

*
 

 
100   

 
4

*
 

 
100 

 
129 

 
58 

Electricity, gas and water 15 14 1
*
 1 

 

0 

 
 

 
   

16 7 

Construction 42 39 27
*
 38 8

*
 21 

      
77 35 

Total Secondary Sector 108 14 71 14 38 15 1 0 
  

4 0 222 5 

Tertiary Sector 
Wholesale and retail trade 

 
62 

 
12 

 
268

*
 

 
62 

 
104

*
 

 
79 

 
5

*
 

 
33 

 
1

*
 

 
50 

 
15

*
 

 
65 

 
455 

 
42 

Transport, storage and communication 48 10 36 8 4
*
 3 

 

0 

 
 

1
*
 4 89 8 

Financial and business services 17 3 1
*
 0 

 

       18 2 

Community, social and personal (CSP) 
services 

284 57 22
*
 5 8

*
 6 

 

0 

 
  

0 314 29 

Real estate and scientific/technical activities 12 2 6 1         18 2 

Accommodation & ICT services 38 8 16
*
 4 5

*
 4 7

*
 47 

 
 

3
*
 13 69 6 

Other 36 7 80
*
 19 10

*
 8 3

*
 20 1

*
 50 4

*
 17 134 12 

Total Tertiary Sector 497 65 429 82 131 52 15 1 2 4 23 3 1,097 26 

Total  767 
 

525 
 

252 
 

1,682 
 

50 
 

902 
 

4,178 
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Table 3.3 Employment, by Occupation 

  

Formal Sector Urban Informal Rural Informal Agriculture 
Household 
Enterprises 

Multiple Activities Total 

Total 
(‘000s) 

Share 
(%) 

Total 
(‘000s) 

Share 
(%) 

Total 
(‘000s) 

Share 
(%) 

Total 
(‘000s) 

Share 
(%) 

Total 
(‘000s) 

Share 
(%) 

Total 
(‘000s) 

Share 
(%) 

Total 
(‘000s) 

Share 
(%) 

Managers 28
 

13 10
* 

56 5
*
 63   

 
  

 
    43 18 

Professionals 188 87 8
*
 44 3

*
 38   

 
  

 
    199 82 

Highly Skilled 216 28 18 3 8 3             242 6 

Technicians 65 17 12
*
 3 5

*
 4   

 
  

 
1

*
 5 83 9 

Clerks 48 12 12
*
 3   

 
  

 
  

 
  

 
60 6 

Service & Sales Workers 118 30 246
*
 64 75

*
 56 2

*
 33 1

*
 100 12

*
 63 454 49 

Craft & Trade Workers 87 22 78 20 38
*
 29 3

*
 50   

 
4

*
 21 210 23 

Operators & Assemblers 72 18 36
*
 9 15

*
 11 1

*
 17   

 
2

*
 11 126 14 

Semi-skilled 390 51 384 73 133 53 6 0 1 2 19 2 933 22 

Elementary Occupations 133 81 103 83 36
*
 48 34

*
 2 11

*
 22 126 14 443 15 

Armed Forces 9 5 1
*
 1   

 
7 0   2

*
 0 19 1 

Skilled agricultural and 
fishery workers 

22 13 20 16 75
*
 100 1635

*
 98 38 78 757

*
 86 2 547 85 

Low Skilled  164 21 124 24 111 44 1676 100 49 98 885 98 3009 72 

Total  770   526   252   1682   50   904   4 184   

Source: Authors’ calculations from the 2010 Living Conditions Monitoring Survey  

Notes:   *Indicates statistical significance at a 95 percent level to the reference group (Formal Sector) 
               Standard Errors in parentheses



70 
 

3.27 The relatively small formal sector and both the urban and rural informal sectors are 

dominated by service employment, with the formal sector focused on public administration and 

informal jobs concentrated in domestic transportation and trade.  

 

Although Zambia’s macroeconomic indicators tend to emphasize the importance of the mining 

industry, particularly given its crucial export role, mining is in fact responsible for only a small 

fraction of employment: just 1.3 percent nationwide.  From a labor-market perspective the Zambian 

economy is characterized by the dominance of three International Standard Industrial Classification 

(ISIC)-categorized sectors: agriculture and related activities, the public sector, and informal 

wholesale and retail trade.  

 

Urban-Rural Linkages and the Unemployment Differential 

 

3.28 As noted above, urban unemployment was at 25.2 percent in 2010, whereas rural 

unemployment was just 1.6 percent. In order to analyze this disparity, two performance indicators 

are utilized: the ‘target growth rate’ and the ‘employment absorption rate’. The ‘target growth rate’ 

is the employment growth rate necessary to sustain employment at a given level, and is calculated 

by positing the growth of employment at the same rate as the growth of the labor force over the 

period under review (in this case, from 2004 to 2010). The formula for determining the ‘target 

growth rate’ is: 

 

   

Where EAP represents the economically active population for group k, and L represents the number 

of employed workers.  

3.29 The ‘employment absorption rate’, on the other hand, is the ratio of actual employment 

growth to the target growth rate, expressed as a percentage. An employment absorption rate close 

to 100 percent indicates that actual employment growth is close to keeping pace with the growth of 

the labor force; if the rate is below 100 percent, unemployment is rising, and above 100 percent 

unemployment is declining.  

 

3.30 The above data suggest then that while rural employment grew at a rate sufficient to absorb 

new entrants—indeed significantly faster—urban labor markets grew sluggishly. It is likely that the 

growth in rural employment was to a certain extent, driven by households engaged in agricultural 

production absorbing excess labor.  Whilst it is difficult to provide conclusive evidence with only the 

2010 data at our disposal, the notion of low barriers to employment entry in rural areas, combined 

with multiple options available to work-seekers at the household level - does make this a plausible 

hypothesis.  

 

3.31 As seen in Table 3.4, while rural employment grew at a very rapid 31.2 percent over the 

period, the target growth rate was only 18.81 percent. As a result, the rural employment absorption 

rate was 165 percent: In other words, job growth was more than sufficient to maintain the 
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employment rate.  In fact, it modestly exceeds the growth of the labor force—and unemployment 

consequently declined in both relative and absolute terms in rural Zambia.  

 

Table 3.4 Employment Shifts, by Location 

Rural 2004 2010 Change % Change 

Target 
Growth 

Rate 

Employment 
Absorption 

Rate 

Employment 2,412,351 3,164,926 752,575 31.20 
  Unemployment  55,365 51,551 -3,815 -6.89 
  Labor Force 2,768,271 3,221,930 453,659 16.39 18.81 165.89 

Urban 
      Employment 1,206,356 1,279,482 73,126 6.06 

  Unemployment  180,953 432,404 251,451 138.96 
  Labor Force 1,507,945 1,717,150 209,205 13.87 17.34 34.95 

Source: Authors’ calculations from the 2010 Living Conditions Monitoring Survey  
Note: The 2010 unemployment rate represents the original unemployment rate and does not take into account the new 
segmentation used in this analysis. 

 

3.32 In urban areas, by contrast, actual employment grew at just 6 percent from 2004 to 2010.  In 

order to maintain the unemployment rate at its 2004 level, urban employment would have needed 

to grow by 17.34 percent over the period, nearly three times the observed rate. In other words, 

while the number of urban jobs grew significantly during the period, the number of available 

workers increased by more than twice as much.  Consequently, urban unemployment rose by nearly 

140 percent between 2004 and 2010. 

 

3.33 Table 3.5 disaggregates rural and urban unemployment by age and education, highlighting a 

number of important labor-market characteristics.  The first notable observation is that only two 

respondent characteristics, CGE A-level education and location in Luapula Province, do not have 

significantly different estimates. However, across all other individual characteristics large differences 

between rural and urban unemployment are present.  

 

3.34 The results indicate that urban unemployment was substantially higher for female workers 

than for male workers (30.6 percent versus 20.95 percent); in the rural labor market the difference 

was relatively minor, though female unemployment was still significantly higher in percentage 

terms. The age data indicate that urban youth (between ages 15 and 24) have the highest 

unemployment rate (54 percent) followed by young adults (age 25-34 at 22 percent); urban 

unemployment continues to fall steadily among older cohorts, reaching a plateau at around 8 to 8.5 

percent for ages 45 and above.  
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Table 3.5 Decomposition of Rural and Urban Unemployment Rates 

  Rural Urban 

Male 1.38 20.95
*
 

Female 1.84 30.63
*
 

15-24 3.57 54.44
*
 

25-34 1.37 22.07
*
 

35-44 0.50 10.53
*
 

45-54 0.70 8.15
*
 

55-65 0.41 8.51
*
 

None 0.00 41.67
*
 

Grade 1-8 1.28 26.02
*
 

Grade 9-11 0.88 24.99
*
 

GCE O-level 4.86 34.08
*
 

GCE A-level 12.97 13.82 

Diploma/Certificate 1.87 10.92
*
 

University Degree 0.00 4.92
*
 

Master’s Degree 0.00 0.46
*
 

Source: Authors’ calculations from Living Conditions Monitoring Survey 2010  
Notes: * indicates 95 percent statistical significant different urban-rural unemployment rates.  
              Provincial rates are reported in Appendix D, Table D9 
 

3.35 In terms of education, urban residents with no education had the highest unemployment 

rate (41.7 percent), and the largest relative difference between urban and rural unemployment rates 

was also highest for this cohort. Those living in urban areas with a General Certificate of Education 

(GCE) O-level education had the second highest unemployment rate at 34 percent, with the rate for 

their rural counterparts almost 30 percentage points lower. It is important to note that the 

extremely low rates of unemployment for individuals with a University or Master’s Degree suggest a 

shortage of highly educated workers, particularly in urban areas.  

 

3.36 The final characteristic is province: The Copperbelt and Lusaka Provinces had the highest 

unemployment rates for both rural and urban residents. The largest relative difference between 

urban and rural unemployment was found in Central Province, which had the third highest urban 

unemployment rate and the third lowest rural unemployment rate. Ultimately, however, urban 

unemployment rates were far higher in every province. Consequently, provinces with relatively large 

urban populations were more likely to register high overall levels of unemployment.  

 

3.37 Ultimately though, while young workers with little or no schooling bear the brunt of 

unemployment in urban Zambia, it is evident that almost all demographic cohorts analyzed here 

have suffered double-digit unemployment rates in urban areas.   
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E. Income Dynamics 
 

3.38 Table 3.6Error! Reference source not found. provides a snapshot of the income statistics by 

employment segment. To reiterate, in our treatment of income dynamics, agricultural income is 

defined as income generated by households from the sale of crops and livestock divided by the 

household’s total number of labor-force participants, whether classified as employed, unemployed, 

or unpaid family workers.31 We compare the mean and median monthly income for each segment as 

well as the level of wage inequality within each segment as measured by the Gini coefficient.  In the 

final column we show the ratio of the mean and median wage in each segment relative to the formal 

sector. We also present the estimates for all those not working in the formal sector (i.e. employment 

segments two to six). 

 

3.39 In 2010, the mean monthly wage at the aggregate level was 789,628 Zambian Kwacha (ZMK) 

or just over US$164.32 The data suggest that only those employed in the formal sector earned more 

than the national average: in fact, formal sector workers earned approximately 3.4 times more than 

the mean monthly wage.  The average formal sector wage of ZMK2.65 million was slightly more than 

US$550 per month at the mean exchange rate for 2010.  The occupational breakdown presented 

earlier suggests that these high earners were mostly highly skilled professional workers working in 

the public service.  

 

3.40 The second highest earners were those working in the urban informal sector, with a mean 

monthly wage of just more than ZMK 500,000 (or just over US$100).  This is, however, less than one-

fifth of the mean monthly income of an individual working in the formal sector.  The relative 

earnings premium associated with formal-sector employment is even starker when the wages of 

those working in rural areas (and not working in the formal sector) are considered.  Mean monthly 

wages ranged from ZMK 55,799 to 140,917 (or US$20-29). Those working in household enterprises 

earned the lowest income.  This segment includes unpaid family workers and the unemployed who 

reside in households with positive income from the sale of crops and/or livestock and who were 

allocated a share of the total household income from the agricultural sales for the purposes of our 

analysis.  The relatively low wage is therefore not surprising. Overall, those not working in the formal 

sector earned a mean wage equal to less than four percent of the mean wage in the formal sector. 

These differential returns between the formal sector and the other sectors are important. They 

suggest possible evidence of the attraction to urban areas amongst the workforce, despite the high 

open unemployment rates in urban areas.  

 

3.41 While a similar pattern is evident when median monthly wages are considered, the 

differences between formal sector earnings and wages earned in the other segments are even more 

pronounced. For example, the median wage at the aggregate level is less than four percent of the 

                                                           
31

 This implies an equal intra-household income allocation rule, which of course will not be accurate in all cases, but is 
nevertheless a reasonable assumption in the aggregate.   
32

 For comparison we use the average exchange rate for 2010, which was ZMK 4,797: US$1. 
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median wage in the formal sector.  The median wage for non-formal workers is less than three 

percent of the formal sector median wage.  In addition, for all employment segments, the median 

wage is fifty percent or less of the mean wage, possibly suggesting the presence of a small number 

of relatively high earning individuals in all six segments.  At the aggregate level, for example, the 

median wage is only five percent of the mean monthly wage.  The fact that the median wages are 

generally so much lower than the mean wages already suggests high levels of wage inequality in the 

labor market. The results for the Gini coefficient below confirm that the Zambian economy displays 

relatively high levels of wage income inequality. 

 

Table 3.6 Key Income Statistics, by Employment Segment 

 
Mean 

Ratio to Formal  
Sector Wage: 

 
Median Mean 

  Gini Median 

Formal Sector 2,647,096 
 

 
1,096,942 

   0.69 
 Urban Informal 512,092 0.193 

 
260 000 0.237 

  0.62 
 Rural Informal  140,917 0.053 

 
35 979 0.033 

  0.74 
 Agriculture 65,674 0.025 

 
24,583 0.022 

  0.67 
 Household Enterprises 55,799 0.021 

 
20,000 0.018 

  0.71 
 Multiple Activities 95,889 0.036 

 
25,000 0.023 

  0.73 
 Non-formal 99,337 0.038 

 26,905 0.025 

 0.75  

Total 789,628 0.298 

 
40,000 0.036 

  0.88 
 Source: Authors’ Calculations from the 2010 Living Conditions Monitoring Survey  

Notes: See Tables D 10 and D 11 in Appendix D for complete decomposition of mean and median income by demographic 
and other characteristics. 
 

3.42 At the aggregate level, Zambia has a very high Gini coefficient on labor market income at 

0.88. The results by segment suggest that the lowest Gini coefficient is found in the urban informal 

sector whilst the rural informal sector and multiple activities sector have the highest Gini coefficient. 

However, across all segments the Gini coefficient remains close to the 0.7 level, indicating a low level 

of inequality variance between employment sectors. International comparisons are difficult to make 

as estimates for wage inequality (as opposed to aggregate income inequality) for developing 

countries are not widely available.  Other African and lower-middle-income countries have Gini 
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coefficients based on aggregate income, which varies from as low as 0.389 for Cameroon to as high 

as 0.631 for South Africa (World Bank, 2012).  

 

3.43 In the table below, we present the income percentile differentials by employment segment.  

In an attempt to provide a more nuanced overview of wage inequality, we consider three 

logarithmic wage measures: The (90-10), (90-50) and (50-10) differentials.  The (90-10) differential is 

the difference between the log of wages at the 90th and 10th percentiles, while the (90-50) and (50-

10) differentials represents the difference in log wages at the 90th and 50th and 50th and 10th 

percentiles, respectively.33The (90-10) log differential effectively represents the difference in wages 

between those at the top- and bottom-ends of the wage distribution.  It is thus one possible 

measure of labor market inequality at the extremities of the distribution. The (90-50) log distribution 

measures inequality in the top half of the labor market, while the (50-10) log differential reflects 

income distribution in the bottom half. At the aggregate level, Table 3.7 indicates that the (90-50) 

log differential is 3.4, while the (50-10) log differential is 2.27, suggesting greater income inequality 

in the top half of the wage income distribution. However, when decomposing the differentials across 

the multiple sectors, an opposing trend is observable across all six segments: The log of the (50-10) 

differential is larger than the (90-50) differential, suggesting a greater level of wage inequality in the 

bottom half of the income distribution compared to the top half.  

 

Table 3.7 Income Inequality Measures for Log Income 

  90-10 90-50 50-10 

Formal Sector 2.72 1.16 1.56 

Urban Informal 4.62 1.18 3.44 

Rural Informal  4.5 2.12 2.38 

Agriculture 3.7 1.70 2.00 

Household Enterprises 4.06 1.87 2.19 

Multiple Activities 3.71 1.69 2.02 

Non-Formal 4.12 2.03 2.09 

Total 5.67 3.4 2.27 

Source: Authors’ calculations from the 2010 Living Conditions Monitoring Survey 

3.44 When the logged differentials for all non-formal sectors are considered, however, the results 

suggest that wage inequality in the top-and bottom-end of the distribution is almost exactly the 

same, with the (50-10) log differential only slightly larger.  The results presented in Table 3.6 show 

that the mean and median wages for those working in the formal sector are much higher than for 

those working in the five non-formal segments. Moreover, the relatively high wage rates earned by 

the less than 18 percent of workers who are employed in the formal sector sufficient to ensure that 

the (90-50) log differential for the national estimates exceeds the (50-10) differential.  The wage 

difference between the formal sector and all non-formal segments greatly exceeds the differences 

between the non-formal segments. This raises the possibility that formal employers are paying an 

efficiency-wage premium to attract qualified labor from a small pool of skilled workers. The 

presence of efficiency wages in the formal sector (which is largely urban) would distort expectations 

for workers in the rural labor force, boosting rural-urban migration even in the context of high urban 

                                                           
33

 The 90-10 differential equals the sum of the 90-50 and 50-10 differentials since the log (90/10) = log (90/50) + log 
(50/10).   



76 
 

unemployment.  This effect would at least partially explain the why high urban unemployment is 

observed in tandem with extremely low rural unemployment. 

 

3.45 Finally, we investigate whether the relatively high level of aggregate wage inequality is the 

result of inequality within or between cohorts. In order to estimate these between- and within group 

inequality drivers, we utilize the well-known Theil index.34 (The results can be found in Appendix D, 

Table D12.) Overall, the data for gender, location, and age group indicate that inequality in the labor 

market is driven almost exclusively by differences within these groups rather than between them. 

Only at the aggregate level does wage inequality between men and women contribute a small share 

(of less than four percent) to total labor income inequality. Age differences are also quite small, with 

the under-25 and over-25 cohorts exhibiting an overall wage differential of just five percent.  The 

aggregate results suggest that wage inequality between rural and urban areas contribute 

approximately eight percent to total wage inequality. Ultimately, however, wage inequality in each 

area exceeds even the considerable difference between rural and urban labor markets.  Finally, we 

compare the relative contributions of education by comparing the average wage of workers with a 

GCE O-level or lower and those with a GCE A-level or higher. The results show that education makes 

a very substantial contribution to wage inequality, but only in certain sectors.  At the aggregate level, 

the inequality between the two education classifications contributes approximately 19 percent to 

total inequality. However, the income differential in three largely rural segments—agriculture, 

household enterprises, and multiple activities—is insignificant. The returns to education in the 

formal and urban informal sectors, however, are considerable.  This would appear to compound the 

incentive for educated workers to seek employment in the urban economy, even in a context of 

high, structural unemployment. 

 

 

F. Determinants of Employment: A Multinomial Logit Model 
 

3.46 A two-stage model is assumed to in order to determine the factors that influence labor-force 

participation. We first calculated individuals’ probability of choosing an employment sector, and 

then estimated Mincerian wage equations for the multiple segments available to the employed. We 

assume that the distribution of workers in these labor market segments is not random.  Individuals 

therefore face seven mutually exclusive choices: formal sector (j=1), urban informal (j=2), rural 

informal (j=3), agriculture (j=4), household enterprises (j=5), unemployed and unpaid family worker 

with zero income (j=6), or multiple economic activities (j=7). Multiple economic activities include all 

those who reported two or more economic activities. Employment-sector choice is modeled as being 

a factor of human capital characteristics and locational factors. We assume unemployment and 

unpaid family work, given the zero income here, as falling into one labor market segment.  

 
3.47 Our first equation is the standard conditional multinomial logit model for the probability 
that an individual chooses any of the above sectors: 
 

                                                           
34

 The Theil index is a measure of inequality that, unlike the Gini coefficient, allows us to measure inequality within groups, 
on the one hand, and inequality between groups on the other, and to assess their relative contributions to overall 
inequality 
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Where Z represents the vector of explanatory variables and αj is a vector of unknown parameters of 
the alternative j. A selection term for the alternative, j, is constructed as follows:  

 , where   , 

With ϑ representing the standard normal density function, and τ representing the standard normal 
distribution function.   

The second stage of the model calculates Mincerian wage equations according to the traditional 
human-capital framework, where human-capital characteristics and locational factors explain log 
wages: 

  

With W denoting wages (or income, in our model), Xj is a vector of explanatory variables, and μj is 

the random error term. The estimated φj is then included in the explanatory variables of the wage 

equations to determine implied wage equations, which provide more consistent estimates of the 

parameters.   

3.48 The explanatory variables included in both the multinomial logit as well as the earnings 

functions are as follows: A dummy variable for location is included indicating whether the individual 

resides in an urban or rural area. The referent variable is rural. Gender dummies are also included to 

test for variance in the labor force between genders. Female is the referent. Age is included and 

categorized into five different age groups; this is to capture any non-linear and differential returns 

associated with different age groups. The referent is 15 to 24 years. Education is represented by an 

education spline variable. As with the age variable, education might have a non-linear relationship to 

labor force participation.  The education spline is thus included to control for non-linear returns to 

education. The final variable included in both equations is a regional dummy. The region of 

residence is included to control for different labor market opportunities depending on region-

specific effects. Central Province is the referent.  

 

3.49 The multinomial logit has an additional identifying variable not included in the wage 

equation, namely whether the individual is married or not. Household variables normally relate to 

the participation process, and thus are fairly common in participation probits (Bhorat & Leibbrandt, 

2001). It is included as the characteristic of the household the individual resides in, might impact on 

decision to participate (or not) in the labor market. The earnings function includes economic sector, 

occupation, and experience variables. ‘Agriculture’ is the referent for the industry dummies, as it is 

the largest employment sector in Zambia. The occupation dummies’ referent is elementary 

occupation. Finally, experience is calculated as age minus the number of years of schooling minus six 

(which represents the age of entry into school). A quadratic term is also included.  
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Estimation Results 

 

3.50 The multinomial logit estimates for selection into various forms of labor market activity 

show the marginal effects of each variable on the probability of participating in a particular segment 

of the labor market (see Table D6 in Appendix D). This is in effect its empirical, multivariate 

application to our multi-sector model. The referent segment is the formal sector. The results indicate 

that individuals residing in urban areas are more likely to participate in the urban informal sector or 

be unpaid family workers or unemployed, and that the combined workers in these sectors exceed 

the total formal-sector workforce. This lends support, in a multivariate context, to the validity of the 

high urban unemployment rates observed above.  

 

3.51 The age calculations support the hypothesis that the youth are more likely to be 

unemployed compared to other age groups. The results also suggest that older individuals are more 

likely to be employed in agriculture. Workers in household enterprises, unpaid family workers and 

the unemployed show a negative linear trend: as age increases, participation in these sectors 

declines. This suggests that these segments are comprised predominantly of young people and 

confirms the results from our descriptive overview. The results for the multiple economic activities 

segment, on the other hand, indicate that participation in this sector increases with age.  

 

3.52 The education splines indicate that educational attainment is a powerful predictor of 

employment, as the probability of working in the formal sector is strongly correlated with education. 

However, individuals with a GCE O-level certificate, and no further qualification, are more likely to 

work in household enterprises.  

 

3.53 The results of the selectivity-corrected income equations are presented in Table D7 (see 

Appendix D). Results for the first cohort, location, indicate that for employed workers the 

conditional earnings offered by the urban formal sector are 19 percent greater than rural formal 

sector workers. Indeed, within this formal sector segment, there may be an incentive for rural 

workers to migrate to urban areas in search of higher paid formal sector jobs. As mentioned earlier, 

a large share of rural formal sector workers are employed in the agriculture sector (38 percent). The 

decomposition data presented in Table D10 (see Appendix D) indicate that mean wages are 

considerably lower in the formal agriculture sector than the average for formal sector employment. 

In fact, mean formal-sector agricultural wages are not only the lowest in the formal sector, but are 

only equal to about one-fifth of the mean income of workers in the formal sector.  

 

3.54 The results by occupation confirm the wage premium associated with higher skilled 

occupations in the formal sector, with “managers” and “professionals” on average earning between 

76 and 91 percent more than the referent category, “elementary occupations”, i.e. unskilled formal-

sector workers. As highlighted earlier, workers employed in formal-sector agriculture earn the 

lowest wages in the sector.  The results from the income equation confirm that formal-sector 

agricultural workers earn even less than “elementary occupations”. Agricultural workers in the rural 

informal sector as well as those engaged in multiple activities also earn less than unskilled formal-
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sector workers.35 Across nearly all segments, workers in highly skilled and semi-skilled occupations 

earn more than those in elementary, or unskilled, occupations.36  

 

3.55 The estimates by industrial classification suggest that, with a few exceptions, workers 

employed in the agriculture, forestry and fishing sector earn less than workers in other sectors, 

adding to the numerous factors that produce the dramatic rural-urban wage differential. In the 

formal sector, workers in the largely urban mining industry earned about 80 percent more than 

workers employed in formal-sector agriculture.  Within the formal sector, only workers employed in 

the “wholesale and retail trade” and “other” classifications earned less than their counterparts 

working in agriculture.37Across all employment cohorts, our results show that experience has a non-

linear or insignificant relationship with income. Thus, all the labor market segments reward 

experience financially but at a decreasing rate. 

 
 

G. Conclusion 
 

3.56 Among the most important objectives of this analysis is to propose a multi-sector labor 

market model that is valid within the context of Sub-Saharan Africa. Given the difficulties of dealing 

with unusual, hard-to-define, or empirically opaque categories such as unpaid family workers, 

household-level income and employment units, etc., it is hoped that this analysis will help to 

advance our understanding of the atypical conditions of African labor markets. 

 

3.57 The data ultimately suggest a number of important conclusions regarding the Zambian labor 

market. First, a very high urban unemployment rate is accompanied by an extremely low rural rate. 

This implies that Zambia may be subject to one or more of a particular set of labor-market 

distortions that are common in developing economies yet remain imperfectly understood: (i) the 

existence of a rural/urban wage-rate differential that is sufficiently large to create multiple 

employment-rate equlibria, (ii) the use of efficiency wages by formal-sector employers, and (iii) the 

above-market employment of household labor in rural areas.   

 

3.58 The first hypothesis, multiple equilibria, is supported by the sizeable income disparities 

observed between the urban informal sector and all segments of the rural labor market.  The 

average wage for urban informal workers is more than three-and-a-half times the average for rural 

informal workers; it is over five times the average for employment in multiple economic activities, 

nearly eight times the average for agricultural work, and more than nine times the average for 

                                                           
35

 It may be important to note, however, that conditional mean income for skilled agricultural workers employed in the 
household enterprises segment is 75 percent greater than for elementary-occupation workers. 
36

 The exceptions are clerks and craft workers in the rural informal sector.  The relatively small sample of clerks in rural 
informal areas might account for the result for this occupation group, while craft workers in rural informal areas are 
probably engaged in small scale, low earning craft activities. 
37

 The lower earnings of workers employed in retail and wholesale trade in both the urban and rural informal sector 
reflects the dominance of small informal traders in these areas.  While some non-formal industry segments do offer lower 
wages than the agriculture sector, a closer inspection of the estimates (see Table C6), reveals relatively small numbers of 
workers in recorded as working in these industries.  Statistical errors due to inadequate sample size might explain the 
observed wage differentials.  
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employment in household enterprises. Moreover, average wages in the urban informal sector do not 

necessarily reflect workers’ expectations for the urban labor market as whole.  Indeed, wages in the 

urban formal sector (determined through the selectivity-corrected income equations) are a full 19 

percent higher than in the rural formal sector, which are by far the highest in the rural economy.  

The sizeable gulf between rural and urban wage rates cuts across every measured segment of the 

labor market, and this differential would appear more than adequate to sustain a high degree of 

structural unemployment in the urban economy.   

 

3.59 This situation may be exacerbated by the use of efficiency wages in the formal sector.  The 

average formal sector wage is more than five times the average for the urban informal sector, and a 

staggering 18.8 times the average for the rural informal sector.  The differentials with the other 

sectors are even larger.   Although insufficient comparison data limit our ability to draw conclusions, 

the extent to which formal sector wages outstrip all non-formal sectors would suggest that formal-

sector employers are paying a premium to attract highly skilled workers from a small and hotly 

contested pool. The very low rates of unemployment among educated workers appear to support 

the conclusion that and inadequate supply of skilled workers is driving wage-based competition 

among employers, and the extremely high LFPRs for workers with advanced academic qualifications 

also appear to indicate that the returns to skilled labor are unusually high in the Zambian market.  

Whatever its cause, the presence of excessively efficiency wages would further skew incentives in 

the largely-urban formal sector, and could promote continued rural-urban migration even in a 

context of high urban unemployment. 

 

3.60 A third potential factor involves the idiosyncratic nature of rural labor markets in developing 

countries. Because rural labor is frequently employed at the household level—not just in household 

enterprises, but also on family farms and in family-owned businesses—in many cases employers are 

also heads-of-household.  As a result, they are more willing than other employers to hire excess 

labor (i.e. family members in need of employment), and are more reluctant to lay off workers in 

response to changing market conditions.  This effect could easily push the rural unemployment rate 

below its natural equilibrium, either alone or in conjunction with the other market-distorting 

phenomena described above.38 

 

3.61 The above analysis has attempted, through the lens of a proposed multi-sector labor market 

model for Zambia, to provide a descriptive and econometric assessment of its employment, 

unemployment and income characteristics on the basis of the empirical snapshot provided by the 

2010 LCMS data. It is hoped that further analyses based on time-series data will be able to both 

enrich our understanding of employment dynamics in Zambia and throughout Sub-Saharan Africa, as 

well as testing the validity end comprehensiveness of our multi-sector labor market model. 

                                                           
38

 It is also possible that the apparently low rate of rural unemployment in fact masks a high degree of underemployment. 
However, the LCMS data are not sufficiently specific to examine this possibility further. 
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Chapter 4: Poverty and Social Spending 
 

A. Introduction 
 

4.1 Fiscal policy is one of the principal tools available to a government seeking to promote 

economic equity and reduce poverty.  In many cases it will also prove to be the most powerful, 

given its power to immediately and dramatically impact the distribution of income and consumption 

of public services. Goñi, Lopez, and Serven (2008), among many others, offer compelling evidence of 

the extraordinary distributional potential of fiscal policy: they show that the difference in income 

inequality between Latin America (the most unequal region in the world) and Western Europe (the 

most equal region) is striking only after redistributive fiscal policies—taxes and transfers—are taken 

into account.39 In Sub-Saharan Africa, Sahn and Younger (2000) conclude that even though overall 

social spending is progressive, it is not pro-poor, because social services and other public 

expenditures disproportionately benefit the wealthy.40 

 

4.2 At the sector level, recent evidence (Cuesta and Martinez-Vazquez [2012]) shows that not 

every fiscal tool has the same distributive impact: primary and secondary education spending and 

income taxation are found to be generally progressive, while tertiary education, curative health care, 

energy subsidies, and indirect taxes are by and large regressive. However, the redistributive impacts 

of fiscal policy are not universal, and large differences are observed across countries and between 

regions (c.f. Breceda, Rigolini and Saavedra [2009]).  

 

4.3 The statistics for Africa are among the worst: continent-wide only 13 percent of people in 

the poorest income quintile benefits from social safety net programs,41 well below the 41 percent 

share for the world as a whole. Only 20 percent of the beneficiaries of African safety net programs 

belong to the poorest quintile, significantly below the global average of 30 percent (World Bank 

2012b).  Evidence also shows that the fiscal policies of many developing countries are even less 

effective at reducing income inequality in practice than they are in principle, because the scope for 

active redistribution is limited by low levels of domestic revenue collection. For this reason, Zambia’s 

capacity to use its fiscal policy for redistributive purposes is likely to be limited at best.  

 

4.4 This chapter analyzes the distributional effect of public education and healthcare 

spending42 in Zambia using the most recent data from the 2010 LCMS and focusing on the 

                                                           
39

 The Euro-15 Gini coefficient drops from 0.45 to 0.35 when social spending and taxes are added to the initial distribution 
of incomes. For Latin America–6 (Argentina, Brazil, Chile, Colombia, Mexico, and Peru), the Gini coefficient falls only slightly 
from 0.49 to 0.47. 
40

 By contrast, a host of literature (see Fiszbein and Schady 2009) has shown substantive redistributive social impacts from 
well-targeted conditional cash transfers (CCTs) at a relatively low fiscal cost, between 0.5 and 1 percent of GDP.   
41

 Social safety net programs include redistributive transfers, social security payments, disability allowances, in-kind food 
programs and other forms of social assistance such as school nutrition or antipoverty work programs, inter alia. See World 
Bank (2008). 
42

 For a similar assessment of the progressivity and pro-poor orientation of Zambia’s agricultural-input support 
programs, see Appendix F. 



82 
 

“traditional” social sectors, education and public health. Ultimately, the analysis addresses the 

extent to which spending in these areas is pro-poor and progressive; that is, its benefits primarily 

accrue to the poor and do so at an increasing rate as welfare levels decrease. The chapter is 

organized as follows: the next section briefly describes the benefit-incidence analysis methodology. 

Section 3 presents an overview of key institutional issues involved in the public provision of 

education and healthcare in Zambia. Section 4 discusses data sources and procedures for linking 

official information on public spending with household data on beneficiaries. Section 5 discusses the 

results, which are separated into two sets: one breakdown for beneficiaries, and the other for 

benefits. Section 6 concludes the analysis.  

 

B. Methodology 
  

4.5 In order to assess the progressivity and ostensible pro-poor orientation of public spending in 

Zambia, this analysis uses traditional benefit-incidence techniques to explore how the welfare 

benefits of public education and healthcare expenditures are distributed across the population. A 

benefit incidence analysis (BIA) is a procedure used to estimate how much of a given expenditure (or 

taxation) category is received (imposed) by (on) a particular socioeconomic group or geographical 

area. A BIA aims not only at identifying how much people in the lowest income groups receive or pay 

(that is, how “pro-poor” spending or revenue collection is), but also how “progressively” it does so—

that is, how the cost or benefit correlates with a given welfare measure, such as income, 

consumption or wealth. A number of methodological steps go into performing a BIA (see van de 

Walle [1998]):  

 

1. Approximate the value to consumers of a public service—typically by equating it to the cost 

of providing the service;  

2. Identify all beneficiaries of the service;  

3. Obtain gross unitary benefits by dividing total benefits (from step i) among total 

beneficiaries (from step ii);  

4. Rank the identified beneficiaries in the household dataset according to some agreed 

measure of welfare (such as, for example, deciles or quintiles of household per capita 

consumption); and 

5. Assign the gross unitary benefit (as obtained in step iii) across the distribution of 

beneficiaries identified in the household dataset and compute the shares of the services that 

are allocated to different portions of the population. The unit of analysis is, typically, the 

representative household by quintile or decile of the income or consumption distribution on 

a per capita basis.  
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In order to calculate net benefits two additional steps are needed:  

 

6. Calculate the out-of-pocket household per capita spending from the household dataset; and 

7. Subtract the out-of-pocket household per capita spending to the expenditure assigned as 

the benefit. The resulting figure is the net unitary benefit per individual or household after 

receiving a public service.43 

4.6 This approach has a number of important strengths, but is not without its weaknesses as 

well.  A significant advantage of this methodology is in the simple and powerful policy implications it 

produces. The analysis identifies which socioeconomic groups benefit the most from various fiscal 

policies and highlights how these policies impact the poor. Conceptually, however, a BIA rests on 

strong operational assumptions: for instance, the approach assumes that publicly provided services 

are homogeneous across all consumers, yet quality may vary enormously. A BIA also assumes that 

benefits received by individuals are equal to the costs of service provision; a perfect translation of 

taxes to consumers with no significant distortions arising from illegal behavior. Additionally, since 

data are more often available at the household rather than the individual level, additional 

assumptions must be made about the distribution of resources within the household. A common 

practice is to assume equitable intra-household allocations and to rely on per capita measures as the 

household’s representative welfare measure. Finally, analysis BIA says nothing as to why the results 

are the way they are and rarely provides insights about how a certain program or policy influences 

behavior of beneficiaries (or non-beneficiaries). 

 

4.7  The precision of an incidence analysis depends on the quality and disaggregation of the 

available data. For example, an incidence analysis on health care in Zambia would ideally require 

that public health expenditures be disaggregated at the provincial level by institutional type: 

hospitals (levels 1 to 3), clinics and health posts, etc., and by the type of care received, i.e. inpatient 

versus outpatient. However, it is only possible to obtain data at the provincial level for combined 

expenditures on level 1 and 2 hospitals and combined expenditures on clinics and health posts. 

Additionally, only nationally aggregated expenditure data on level 3 hospitals are available. This 

limits the precision of the estimates.44 In addition, households are assumed not to change their 

behavior after they receive (or fail to receive) benefits. All households are also assumed to value the 

transfers they receive and the contributions they make equally, regardless of quality differentials or 

household composition, circumstances, and preferences: one Zambian Kwacha (ZMK) worth of 

primary education services is valued exactly the same as one kwacha of secondary or tertiary 

education. Also, all expenditures are valued equally within each spending category, regardless of 

income level or expenditure subset.  For example, a kwacha spent by a poor household on primary 

education is valued the same as a kwacha spent by a rich household on tertiary education.  

                                                           
43

 As for data requirements, the first three steps rely on information about public spending in the relevant sectors and the 
beneficiaries or users of those services, which is typically available from the implementing agencies of the government.  
The last four steps require information on household consumption and expenditure patterns by income category, which 
can be obtained from national survey data, in this case the Zambian LCMS. 
44

 It is, however, hard to say by how much. To the extent that there are wide differentials across regions not explained by 
population or demographic factors (or even socioeconomic factors that can be controlled for with available information, 
such as level of income), the assumption of uniform allocation may be seriously misleading.   
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C. Education and Healthcare Spending 

Education Spending 

 

4.8 The 1996 national education strategy, “Educating our Future”, lays down the basis for the 

reform of the sector in terms of increasing access to quality education at all levels of the education 

system, achieving high levels of student retention, and strengthening educational progression and 

completion rates with an emphasis on girls, the poor and members of vulnerable groups. Three 

major policy initiatives were launched under this strategy, including the elimination of school fees 

for up to grade 7, the establishment of a re-enrollment policy for girls who leave school because of 

pregnancy, and the adoption of the 9-3-4 education structure (detailed in Appendix E).  

 

4.9 The restructured education system is organized according to four levels: early childhood 

education (pre-schooling), basic schooling, high school, and tertiary degree programs. Basic 

education consists of nine years of schooling, high school requires three years, and tertiary 

education (including universities, business colleges, technical colleges, teacher training colleges and 

skills training institutes) varies depending on the particular field and degree program, but generally 

requires about four years. 

 

4.10  In terms of public spending, the education sector accounts for a steady 4 percent share of 

GDP and 19 percent of all government expenditures. This share of GDP is comparable with that of 

neighboring Namibia and South Africa (World Bank 2012c).  Primary education expenditures are 

relatively steady at about 2 percent of GDP or 8-9 percent of total government spending.  Secondary 

education expenditures fluctuate slightly at around 0.4 percent of GDP or 2 percent of total 

government spending.  

 

4.11 As shown in Figure 4.1, primary education receives the largest share of education spending, 

followed by administration at the various levels. However, in terms of expenditure per student, the 

tertiary level has the highest average followed by the secondary level, with primary education having 

the lowest average expenditure per student.45 In 2009, expenditure per student at the secondary-

school level was 3 times that of the primary level, while spending per student at the tertiary level 

was a full 35 times that of the primary level. These averages place Zambia squarely up in the middle 

of the distribution for Sub-Saharan Africa (World Bank 2012c). 

 

                                                           
45

 Expenditure per student is calculated by dividing public expenditure in each educational level by the number of students 
enrolled at the corresponding level, as indicated in Table 4.2.  
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Figure 4.1 Allocation of Education Sector Expenditures, 2009 

 

      Source: Authors’ estimates, compiled from MoFNP financial reports  

4.12 The reform of the education sector has contributed to increasing enrollment rates at both 

the primary and secondary levels. According to the Ministry of Education, between 2005 and 2009 

primary-school enrollment grew by 15 percent, while secondary-school enrollment grew by 30 

percent.46 However, enrollment at the tertiary level fell by 14 percent during the same period, 

indicating that the increased ‘throughput’ from the secondary level could not be absorbed. Recent 

efforts to address this challenge include the establishment of new tertiary institutions as well as the 

upgrading of existing ones, which was announced by the new government in 2011.  

 

Healthcare Spending 

 

4.13 The basic operational guidelines of the Zambian healthcare system are set out in the Health 

Policy Framework of 1991, “Managing for Quality: A Healthy People Policy Framework”. That 

strategy aimed to develop a health-service delivery system characterized by “equity of access to cost 

effective, quality health care as close to the family as possible”. As a result, the government 

embarked on a set of ambitious health-sector reforms, the most visible outcome of which was a 

three-tiered organizational structure for public health institutions and services.  

 

4.14 The first tier of care is provided at the local level by district hospitals, health centers and 

health posts. The second tier consists of the larger provincial general hospitals. These hospitals both 

provide care directly and receive referrals from first-tier institutions, treating patients in need of 

more sophisticated care. The third tier consists of national and specialized hospitals, the highest-

level referral hospitals in Zambia, which focus on patients with rare conditions or in need of complex 

treatments. Cases that cannot be effectively treated at second-tier hospitals are referred to third-

tier hospitals. At each level a specified basic health-service package is publicly funded and available 

to the public at no charge. Importantly, more specialized services at the higher levels of the 

healthcare system may also be free if they are accessed by referral from a lower-level institution. 

 

                                                           
46

 Ministry of Education Statistical Bulletin, 2005, 2006, 2008, 2009 
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4.15 In an attempt to address unstable public-health funding arising from broader fiscal and 

macroeconomic volatility, Zambia introduced a system of user fees in 1993, though certain 

exemptions for specific services and specific age groups were allowed. In 2006 these fees were 

abolished for all primary health services in rural areas. In November 2011 user fees for primary 

healthcare were also eliminated in urban areas. According to Masiye et al (2008), the removal of 

user fees in rural areas was seen as a tool for bridging the rural-urban income divide and improving 

healthcare equity. However, its impact on the  quality and accessibility of health care remains 

unclear, even after additional efforts were undertaken to increase health funding and provide for a 

more efficient distribution of drugs and other medical supplies.  

 

4.16 In order to address public health priorities in a cost-effective and equitable manner, a 

substantial share of resources should be allocated to the lowest level of the healthcare system, i.e. 

first-tier institutions. However, in practice just over a third of health expenditures are allocated to 

primary healthcare. Expenditure data show that total public health spending is roughly 2 percent of 

GDP, well below the expenditure share of many other countries in Sub-Saharan Africa.47 Between 

2006 and 2009, public health spending as a share of total government expenditures stood at 9 

percent on average, significantly below the Abuja declaration target of 15 percent.48  

 

4.17 A more refined measure of primary health spending used by the Ministry of Health (MoH) is 

the allocation of non-personnel funds at the district level. The latest available estimates show that 

non-personnel allocations of healthcare spending to districts increased from 8 percent of the total 

spending at districts in 2006 to 14 percent in 2007 and 16 percent in 2008 (MoH 2009). 

4.18 Table 4.1 shows that there has been a general improvement in all key indicators for 

utilization of health services, despite these relatively low levels of public spending, which has been 

attributed in part to the abolition of rural user fees for primary care in 2006. These improvements, 

however, have not been equally strong across indicators. 

Table 4.1 Key Healthcare Indicators, 2006-2008 

Percent 2006 2007 2008 

Utilization rate of primary health 
services 

1.2 1.3 1.6 

Institutional deliveries 43 45 45 

Percentage of immunized children (worst 
performing districts) 

67 62 68 

HIV positive eligible clients accessing 
antiretroviral drugs (ARVs) 

33 53 67 

HIV positive pregnant women receiving a 
complete course of ARVs 

11 15 23 

       Source: Ministry of Health 

 

                                                           
47

 Shares of public health care spending over GDP in the region are 9.3% in Sierra Leone, 3.9% in Namibia, 3.8% in Chad, 
3.6% in Malawi, 3.5% in Niger, 3.4% in South Africa, 3.2% in Senegal. Nigeria and Ethiopia, at 2.1%, have similar shares than 
Zambia. Kenya, at 1.4%, has a lower rate.  See World Bank, Data Indicators, 2012b.  
48

 In April 2001, heads of state of African Union countries met and pledged to set a target of allocating at least 15% of their 
annual budget to improve the health sector. Ten years later, only one country had met this target (WHO, 2011). 
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D. Data Sources and the Distribution of Benefits 
 

Data Sources 

 

4.19 The empirical analysis presented below is based on the 2010 LCMS, which was designed to 

monitor the impact of the Fifth National Development Plan (2006-2010) and to constitute a baseline 

for the Sixth National Development Plan (2011-2015).49 The survey includes modules covering 

health, education, economic activities, household expenditures and household agricultural 

production. The LCMS is a nationwide survey covering both rural and urban areas in all nine 

provinces. The survey includes representative samples for each of Zambia’s 72 districts. The total 

sample set includes 19,398 households, 8,469 of which are rural. The information was collected 

between February and March of 2010. 

 

4.20 The LCMS also identifies beneficiaries of most social spending programs, including public 

health and education services.  It does not, however, include information on beneficiaries of the 

Public Welfare Assistance Scheme, who may receive food subsidies or other cash transfers, nor does 

it record beneficiaries of school feeding programs or programs providing support to orphans and 

vulnerable children.  Consequently, the impact of these programs on public health and education 

outcomes—and their potential contribution to the overall progressivity and pro-poor orientation of 

social spending—cannot be assessed. 

 

4.21 The BIA presented here combines LCMS data on government expenditures in education and 

healthcare programs at the provincial level. The latest available information for the education sector 

is for 2009 and covers both total spending and the number of beneficiaries enrolled in basic, 

secondary and tertiary institutions; enrollment data for 2010 are also available. For healthcare, the 

latest provincial-level information is from 2008 and includes expenditure data and the number of 

beneficiaries (counted as patients or recorded as services provided) at tier 1 and tier 2 healthcare 

providers.  

Allocation of Education Benefits  

 

4.22 As part of the LCMS, households were asked about their education expenditures.50 Answers 

report the total amount spent by the household on the education of all its members in 2009, but no 

expenditure information was recorded for 2010. The LCMS VI includes disaggregated information on 

school fees, other contributions, private tuition, textbook fees, the cost of stationery and other 

school supplies, uniforms and other education expenses, which make up the household total.  

 

4.23 Because households were only asked to report their 2009 expenses, the current BIA focuses 

only on students who were attending basic education, high school, or tertiary education institutions 

in 2009.  

Table 4.2 Education Data Modeling 

 Problems Solutions/Assumptions 

                                                           
49

 Both plans are part of a series of medium-term strategies with the objective of “making Zambia a prosperous middle-
income country by 2030” (Government of the Republic of Zambia, 2011). 
50

 For a more detailed description of the survey methodology, see Appendix E. 
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1 Inconsistencies between reported age, 
school level and grade and between grades 
individuals reportedly attended in 2009 and 
2010. 
 
(These problems affect 6.5% of those 
attending school in 2010) 
 

Main Assumption: Children do not attend a 
grade if they are below the official enrollment 
age.  

 We check potential inconsistencies in the 
data by using the official age-to-grade 
correspondence shown in Appendix E. The 
official age to be enrolled in 1st grade is 7. 
We therefore assume as infeasible any 
information on children aged 4 or less who 
are reported to be in first grade or higher.  

 We follow this rule of “enrollment feasibility” 
with high school and tertiary education 
students: it is assumed that anyone aged 13 
or younger in 2009 could not be in high 
school and anyone 16 or younger could not 
be in college or university. 

 Since primary school is the lowest level 
considered, we eliminate from the sample 
everyone who was 4 years old or younger in 
2009.  

 In cases with missing information about the 
school level attended in 2009, we used the 
age of the students to estimate school level. 

 

2 Information about whether the school 
attended is public or private is only 
provided for 2010. No information is 
available about the type of school attended 
in 2009 or before. 
 
 

Main assumption: Students attended the same 
type of school (public or private) in 2009 as in 
2010. 

 We ignore the possibility of students 
changing between public and private schools 
between years. 

 As a result, cases involving individuals 
enrolled in 2009 but not enrolled in 2010, 
possibly because they graduated or left 
school, are without data on school type. 
(This affects 2411 of 33268 cases, or 7.2% of 
cases) 
 

Since we cannot obtain additional information 
about the type of school attended for those 
observations, we consider two scenarios:  

 Scenario 1  
We assume that all students for whom we do 
not have school-type information attended 
public school. 

 Scenario 2 
We assume that all students for whom we do 
not have school-type information attended 
private school. 

These two scenarios provide an upper and a 
lower value for our calculations. 
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3 Contributions to education are reported at 
the household level, so it is not possible to 
know the amount spent on each individual. 
(69% of households with at least one 
enrolled student have more than one 
enrolled student) 
 
Households may have members at different 
levels and in both the public and private 
systems, but we cannot analyze 
expenditure differences between 
individuals. 
(Households with at least one member 
going to public schools and another to 
private school include some 10.5% of all 
households with at least one member in 
public school under Scenario1, and 17.1% 
under Scenario 2). 

Main assumption: In households with more than 
one member attending school we evenly 
distribute the amount spent on education 
between school attendants. That is, we assume 
that households spent the same amount in each 
student independently of the type of school or 
the school level he or she attended. 
 

4 Even after these assumptions there are still 
students for which we do not have 
schooling information for 2009. 
(2.5% of subjects age 7-31 do not have 
schooling information for 2009) 
 

Main assumption: All subjects for whom we do 
not have complete information about schooling, 
school level or type of school are assumed not to 
be attending school. 
 

5 Official data on per-student public 
expenditure for colleges reported by the 
Ministry of Education refers only to 
teachers’ colleges, excluding trade colleges, 
technical schools, agricultural colleges or 
nursing and paramedical schools. 
(In 2009 combined public spending on 
technical colleges and agricultural colleges 
was 3% higher than spending on teachers 
colleges; the number of students, however, 
is not available.) 

Main assumption: Public expenditure per 
student in all colleges is the same as the 
expenditure per student in teacher colleges. 

6 Outlier observations 
(0.1% of households) 

Main assumption: Expenditures on education 
larger than the mean log-expenditure plus three 
times the standard deviation (considering only 
positive values of expenditure) are considered 
unreliable and are excluded from the analysis. 

Source: Authors’ calculations 

 

Allocation of Healthcare Benefits 

 

4.24 The public health section of LCMS contains health-status information for each household 

member during the 15 days prior to the survey.51  The information reported in the survey is for 

2010, the year the survey was collected. However, 2008 is the most recent year for available official 

information on the number of public healthcare beneficiaries (patients/visits) and for government 

expenditures on: (i) Health Posts and Clinics; (ii) Provincial Hospitals; and (iii) National and 

                                                           
51

 For a more detailed description of the healthcare portion of the LCMS, see Appendix E. 
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Specialized Hospitals. Ideally, the BIA would obtain from the survey data each member’s number of 

visits to public health facilities during the year and then combine that information with official 

expenditure reports. However, in practice this is not possible. Table 4.3 describes the assumptions 

that were necessary in order to resolve a number of inconsistencies in matching the official 

administrative data with the household-level information recorded in the LCMS.  
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Table 4.3 Healthcare Data Modeling 

 Problems Solutions/Assumptions 

1 Most recent official beneficiary and 
expenditure information refers to 2008, 
while household-level LCMS information 
refers to 2010. 

Main Assumption: 2008 spending is 
representative of 2010 spending.  

 We deflate the private expenditure data for 
2010 (from the LCMS survey) and the 
government expenditure data for 2008 
(from official sources) and express both in 
2009 prices. 

 We assume that government expenditures 
(both in terms of real value and distribution) 
remained constant between 2008 and 2010. 

 We assume that the number and 
distribution of beneficiaries by welfare level 
remained constant between 2008 and 2010.  

 We assume that households’ healthcare 
expenditures (both real value and 
distribution) remained equal between 2008 
and 2010. 

2 From the survey we know: 
a) The number of people who were 

ill or injured during the 15 days 
before the survey. 

b) The amount spent on healthcare 
for each individual during the 15 
days before the survey.  

c) If subject visited a public health 
facility for treatment. 

But we do not know: 
a) If a reported visit actually took 

place during the 15 days before 
the survey or earlier. 

b) If a patient visited a health facility 
other than the reported visit to a 
hospital  

c) The number of visits to hospitals 
or health posts during the 15 days 
before the survey. 

 

Assumptions for Method 1: 

 We assume that all reported visits 
occurred during the 15 days before the 
survey.  

 If a respondent reported going to a 
hospital, we assume he/she went to the 
hospital during the 15 days before the 
survey and assign the official per-
beneficiary hospital expenditure to that 
respondent. We then aggregate that 
information to determine total 
healthcare expenditures per quintile. 

 
Assumptions for Method 2: 

 We assume that annual government 
expenditures on healthcare facilities are 
distributed homogeneously across the 
year. Therefore we divide the official 
information by 24 to pro-rate for a 15-
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3 All information on public spending and 
number of beneficiaries (i.e. patient visits) 
is annual. 
 

day period.  

 We use the household survey data to 
determine the composition of 
beneficiaries by income quintile.  

 We use these proportions to assign to 
each quintile a share of the 15-day 
government expenditure. 

 
Assumptions for both methods: 

 

 Households’ out-of-pocket expenditure is 
the same under both methods. 

 The 15-day government expenditure 
calculation, however, ends up being 
different for each method. In method 1 we 
keep expenditure–per-beneficiary constant 
according to the official data, where each 
health-facility visit is recorded as a separate 
beneficiary. In method 2, we hold official 
annual expenditure constant and divide it by 
the number of beneficiaries (not visits) 
reported in the survey. 

4 The number of survey participants who 
reported visiting a hospital during the 
previous 15 days is almost equal to the 
number who reported visiting a clinic. But 
this does not correspond with the 
information from official sources, which 
shows that the annual number of health 
center beneficiaries is 9 times the number 
of hospital beneficiaries. 

5 Some individuals reported being injured 
during the survey period, but did not 
report any further information about their 
condition. 
(1.71% of surveyed individuals) 

Since respondents did not report any additional 
information about their condition or any 
treatment they may have received, we consider 
these cases as misreported and treat them as if 
no injury occurred. 

6 A small number of respondents received 
medicines from public facilities but did not 
report an official patient visit.  
(1% of those who received medicines from 
public facilities) 

The proportion of respondents reporting 
treatment without a visit is very small and we 
disregard the discrepancy. We consider only the 
expenditure of those who received treatment as 
a patient. 

7 The survey does not differentiate between 
facility levels, and we cannot determine 
the number of patient visits to third-tier 
hospitals. 

We add public expenditures on third-tier 
hospitals to the other two tiers and divide by the 
total number of patients. We then assign the 
resulting expenditure to each patient. 

8 The LCMS records information about 
health posts and clinics separately, but the 
official public spending data does not 
differentiate between them. 

We aggregate health post and clinic data to 
match it with the official spending reports. 

9 Outlier observations.  
(0.3% of sample) 

Within each quintile we discard cases in which 
household expenditures on hospitals or other 
facilities were larger than the mean log-
expenditure plus three times the standard 
deviation (including only positive expenditure 
values). 

Source: Authors’ calculations 
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E. Results 
 

Beneficiary Participation: Education 

 

4.25 Access to public primary education in Zambia is relatively uniform across consumption, 

which is the yardstick used to describe different socioeconomic groups in this analysis.  This is 

particularly true across the lower four quintiles of the consumption distribution, and it is only among 

the richest quintile that the number and the share beneficiaries decline significantly. The breakdown 

is very different for secondary education, where the number and share of beneficiaries increase 

rapidly with consumption levels, and for tertiary education, where the vast majority of beneficiaries 

(over 85 percent) are concentrated in the top quintile: see Figure 4.2, below. The methodology for 

assigning beneficiaries in scenarios 1 and 2 (see Table 4.2, above) does not alter these findings.  

 

Figure 4.2 Distribution of Beneficiaries, Education 

686 
718 699 694 684 

661 684 
644 

603 

483 

24 33 
53 

84 

136 

1 1 2 7 

64 

-

50 

100 

150 

200 

250 

300 

350 

400 

-

100 

200 

300 

400 

500 

600 

700 

800 

Q1
(Poorest 20%)

Q2 Q3 Q4 Q5
(Richest 20%)

H
ig

h
 S

ch
o

o
l a

n
d

 T
e

rt
ia

ry
 E

d
u

ca
ti

o
n

 (
th

o
u

sa
n

d
s)

To
ta

l a
n

d
 B

as
ic

 E
d

u
ca

ti
o

n
 (

th
o

u
sa

n
d

s)

Distribution of enrollment (a)

Total Basic High Tertiary
Scenario 1

653 676 651 641 
606 

634 648 
610 

573 

462 

18 28 
41 

62 

98 

1 0 0 6 

46 

-

50 

100 

150 

200 

250 

300 

350 

400 

-

100 

200 

300 

400 

500 

600 

700 

800 

Q1
(Poorest 20%)

Q2 Q3 Q4 Q5
(Richest 20%)

H
ig

h
 S

ch
o

o
l a

n
d

 T
e

rt
ia

ry
 E

d
u

ca
ti

o
n

 (
th

o
u

sa
n

d
s)

To
ta

l a
n

d
 B

as
ic

 E
d

u
ca

ti
o

n
 (

th
o

u
sa

n
d

s)

Distribution of enrollment (b)

Total Basic High TertiaryScenario 2

22%

7%
1%

16%

40%

86%

0%

10%

20%

30%

40%

50%

60%

70%

80%

90%

100%

Basic High Tertiary

Q
u

in
ti

le
 p

ar
ti

ci
p

at
io

n

Welfare composition of enrollment (d)

Q5 (Richest 20%)

Q4

Q3

Q2

Q1 (Poorest 20%)

Scenario 2

21%

7%
2%

16%

41%

85%

0%

10%

20%

30%

40%

50%

60%

70%

80%

90%

100%

Basic High Tertiary

Q
u

in
ti

le
 p

ar
ti

ci
p

at
io

n

Welfare composition of enrollment (c)

Q5 (Richest 20%)

Q4

Q3

Q2

Q1 (Poorest 20%)

Scenario 1  
Source: LCMS VI   

 

Beneficiary Participation: Healthcare 

 

4.26 Those individuals who reported being ill or injured during the 15 days before the survey 

follow a uniform distribution across socioeconomic groups: see “Ill or Injured” in Figure 4.3, below. 

The same distribution is observed both for those who did not report visiting any public facility and 

among those visiting a public facility. In contrast, the distribution of beneficiaries visiting clinics (or 
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health posts) and hospitals follows an uneven pattern: the distribution is somewhat equal for the 

intermediate three quintiles of the distribution, but shares vary significantly for the top and the 

bottom quintiles. In effect, the share of the poorest individuals going to clinics or posts is double that 

of the richest quintile, while the opposite is the case for hospital attendance. In fact, the distribution 

of hospital beneficiaries is very similar to that of private healthcare providers: see “Private” in Figure 

4.3.  

 

Figure 4.3 Distribution of Beneficiaries, Healthcare 
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                       Source: LCMS VI   

4.27 Figure 4.3 shows the behavior of respondents who reported being ill during the reference 

period. A similar percentage of all socioeconomic groups decided not to visit a healthcare provider 

despite feeling ill (just below 30 percent for all quintiles). When they do seek care, however, the type 

of health provider they access is strongly associated with their socioeconomic group. Respondents in 

the richest quintile are roughly twice as likely to use a private provider as are those in other 

quintiles.  They are also less likely to visit a public clinic or health post. 
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Figure 4.4 Distribution of Healthcare Provider Consulted (Both Public and Private) by Consumption 
Level 
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                               Source: LCMS VI 

4.28 Looking at the socioeconomic distribution of patients attending public healthcare 

institutions, Figure 4.5 displays a non-linear pattern, with increasing shares of patients across the 

intermediate quintiles (2 to 4). Patients from the richest quintile are the least likely to use public 

healthcare providers, as might be expected. What is somewhat more surprising is that when visiting 

public facilities high-income patients are equally likely to go to public clinics and health posts (tier 1 

institutions) as to public hospitals (tiers 2 and 3): other socioeconomic groups rely more on primary 

services and are twice or even three times more likely to attend a clinic or health post than a 

hospital. This could reflect wider opportunities for choice among richer households, that is, a greater 

capacity to select services according to the specific needs of their health condition. Also, it might 

suggest that rich households assess a better quality of clinics that is sufficient high to meet their 

demand for services. However, there is no evidence by which to evaluate any quality consideration.   
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Figure 4.5 Distribution of Patients by Healthcare Provider (Public Only) and Consumption Level 
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4.29 Quality considerations aside, the data indicate that the proportion of households not paying 

for services received in health posts or clinics and hospitals is both high and similar across 

socioeconomic groups, except for the richest quintile (see Figure 4.6). A significant share (40 percent 

of patients) from the richest quintile did not pay fees for services either in health posts or hospitals.   

Figure 4.6 Percentage of Patients Accessing Free Public Health Services by Consumption Level 
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The Analysis of Benefits: Education  

 

4.30 Public education spending in Zambia is not progressive, in fact among students in the richest 

quintile public spending is dramatically regressive. When education spending is considered in 

aggregate terms, that is, without differentiating by education level (see Figure 4.12, below), per 

capita educational transfers are nearly flat across the first four quintiles and then rise sharply for the 

richest quintile. This is true whether assuming that unidentified students are enrolled in public or 

private schools (scenarios 1 and 2, respectively). In net terms—that is, when households’ out-of-

pocket contributions to public education are considered—the distribution of benefits turns slightly 

progressive for the first four quintiles, as out-of-pocket contributions tend to increase with income 
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level. However, that progressivity disappears at the richest quintile, for which the net benefits of 

public education significantly exceed those accruing to other quintiles (see Figure 4.7, below). The 

same conclusions are obtained when looking at total net benefits rather than per student net 

benefits. 

 

4.31 Results by educational level, (see Figure 4.8, Figure 4.9 and Figure 4.10), confirm that the 

distribution of tertiary education benefits drive the trend for aggregate education spending. For 

both primary school (see Figure 4.8) and high school (see Figure 4.9) net transfers per beneficiary are 

clearly progressive: unitary benefits after discounting households’ out-of-pocket contributions 

inversely correlate with household consumption. Interestingly, the richest households contribute 

almost as much as they received from public education (both in primary and secondary school), a 

sign of systemic progressivity. By contrast, the net unitary benefits of tertiary education (Figure 4.10) 

are deeply regressive and pro-rich. The richest quintile captures a disproportionate share of the 

benefits from tertiary education, but the second-richest quintile benefits substantially more from 

tertiary education than all other consumption quintiles, including the richest. This is due to the 

richest quintile’s greater private contribution to public tertiary education.  

 

4.32 This regressive and pro-rich distribution is the result of the dramatic overrepresentation of 

the top quintile in tertiary education. Students from the top quintile constitute about 89 percent of 

total enrollment in tertiary education, compared to 42 percent of total enrollment in secondary 

education. In other words, regressive benefits are driven by inequality of access, not necessarily by 

public spending itself (which is typical of a universal education system). The selection of scenarios 

does not change these results: the inability to determine the type of education establishment 

attended causes imprecision but does not call into question the regressive nature of the system.   

Figure 4.7 Aggregate Unitary Benefits of Education 
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Figure 4.8 Unitary Benefits by Level of Education: Primary 
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Source: LCMS VI, MoE 

Figure 4.9 Unitary Benefits by Level of Education: Secondary 
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Source: LCMS VI, MoE 

Figure 4.10 Unitary Benefits by Level of Education: Tertiary 
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Source: LCMS VI, MoE 
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The Analysis of Benefits: Healthcare 

 

4.33 The distribution of public health resources in Zambia is not pro-poor. Reviewing the results 

from method 1 (see Figure 4.11), beneficiaries in the poorest quintile received about a third less in 

total public healthcare spending than their wealthier counterparts. This cannot be explained by a 

significantly lower incidence of illness among the poor, as they consulted for health services at 

roughly the same rate as other consumption groups (see Figure 4.3). Especially disproportionate is 

the share of benefits accruing to the richest quintile, which represents only 15 percent of total 

beneficiaries but captures a third more in total benefits than the poorest quintile (even after out-of-

pocket expenses are considered). In unitary terms, (see Figure 4.11), the situation is even less pro-

poor: net unitary benefits are regressive, that is, they increase along with the consumption level of 

beneficiaries. This is a result of public transfers not being targeted to the poor in any particular way. 

Although out-of-pocket contributions are progressive they are not significant even for the richest 

quintiles. And among the poorest quintiles out-of-pocket contributions are nearly flat, since a 

substantial proportion of beneficiaries do not pay for pay for care either in health posts or in 

hospitals (see Figure 4.6, above). Finally, the share of beneficiaries among the richest quintile that 

use tier 2 or tier 3 hospitals (rather than tier 1 clinics) is twice that of the poorest quintile, which 

further contributes to the pro-rich nature of the healthcare system.  

 

Figure 4.11 Gross and Unitary Benefits of Public Health Care, Method 1 
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Source: LCMS VI 

4.34 Unlike education, healthcare results are sensitive to the assumptions made on the 

periodicity of health-related episodes. Interestingly, the results of the second method—which 

annualizes the information reported by the household in the 15 days prior to the survey—differ 

significantly from the non-annualized distributive results of method 1, (see Figure 4.12, below). 

Method 2 calculates a lower share of benefits accruing to the richest quintile and, more importantly, 

produces a mixed picture as far as net unitary benefits are concerned. Net unitary benefits increase 

with welfare levels for the first three quintiles but decrease thereafter, and the change is especially 

pronounced from the fourth to the fifth quintiles.  

 

4.35 Two factors contribute to these results. First, method 2 turns sporadic visits during the 15 

days prior to the survey into frequent visits throughout the year. First, mistakes from annualizing 
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sporadic visits may be larger for health posts than they are for hospitals, since hospital visits are 

typically associated with more severe conditions. Second, those visiting hospitals may have 

previously visited clinics or health posts, but these visits may not be reported as the individual is 

asked only to identify the facility from which services were received. As poor households use clinics 

and health posts more frequently, and some clinic and health-post visits by richer households are 

not reported in the survey, these two effects make the distribution less regressive than in method 1.    

Figure 4.12 Gross and Unitary Benefits of Public Healthcare, Method 2 
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Source: LCMS VI 

4.36 Figure 4.13 disaggregates the analysis between health posts/clinics and hospitals. The BIA 

results are driven by the mixed pattern of hospital-related net benefits. Again, the richest quintile 

captures more benefits than the poorest quintile—both in total and per-patient terms—while the 

opposite is the case for health post- and clinic-provided services. The key here is that net benefits 

received via hospitals substantially exceed those provided by posts and clinics because hospitals 

provide more sophisticated, and costly, forms of care. However, the second scenario (see Figure 

4.14, below), changes the distribution for hospital benefits: assuming annualized benefits, the 

poorest now capture a larger share than the richest for the reasons indicated above, i.e. sporadic 

visits are treated as routine and rich patients’ visits to clinics and health posts are not considered. 

Figure 4.13 Gross and Unitary Benefits of Public Healthcare by Provider, Method 1 
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Source: LCMS VI  
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Figure 4.14 Gross and Unitary Benefits of Public Healthcare by Provider, Method 2 
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Source: LCMS VI 

  

 

F. Conclusions and Policy Implications 
 

4.37 This benefit-incidence analysis has evaluated the extent to which education and healthcare 

spending in Zambia is pro-poor and progressive.  In order to be pro-poor, a policy must concentrate 

its benefits on the poorest members of society.  In order to be progressive, it must display an inverse 

correlation of benefits to welfare level across all beneficiaries: the poorer the beneficiary, the 

greater the benefit. Evaluating the progressivity and pro-poor nature of public programs is 

fundamental to understanding the equity implications of development policies, even when their 

ultimate explicit objective may not be, or may not exclusively be, to offset income inequality or 

promote social welfare.  

 

4.38 The results of the analysis clearly indicate that overall public education spending in Zambia is 

neither pro-poor nor progressive, but while this is true for the system as a whole it is not true for all 

of its parts. The net unitary benefits of primary and secondary education are clearly both pro-poor 

and progressive.  However, their progressivity is ultimately outweighed by the extreme 

concentration of tertiary-education benefits among the wealthiest members of Zambian society. 

This is not so much a result of spending inequities or a tertiary education spending bias (only 12 

percent of the total education budget is goes to tertiary education) but of unequal access to tertiary 

education and its benefits. Members of the richest quintile attend universities, colleges and 

technical schools at a rate that vastly exceeds that of the poor. By contrast, access to primary 

education is basically uniform, in line with the government’s objective of providing universal service. 

Secondary education is neither as pro-poor, nor as progressive as primary, and a large proportion of 

beneficiaries are from the richest quintile, but when including private contributions, secondary 

education is progressive.   

 



102 
 

4.39 The state of public healthcare is quite different. Access to public facilities follows a bell 

curve, with the middle quintiles more likely to receive benefits than either the richest or the poorest.  

This result is not explained by differences in demand, as the reported incidence of illness (within the 

15 days prior to the survey) is essentially uniform across socioeconomic groups. In the upper 

quintiles this result is to be expected, since the rich contribute more to finance their demand of 

public healthcare and are also more likely to seek care from private providers. Nevertheless, out-of-

pocket contributions could be better targeted, as the analysis shows that more than 40 percent of 

beneficiaries from the top quintile do not pay anything whatsoever for care received in public 

facilities.  

 

4.40 Taken together, these public spending patterns lend themselves to three overall conclusions. 

First, due to unequal access to public services the gross benefits of public spending increase with 

consumption level, meaning that service provision is neither pro-poor nor progressive. Second, 

households contribute more to public services as their welfare levels increase; meaning that public 

services are progressive only in terms of contributions, not in terms of benefits. Third, when both of 

these patterns are combined the distribution of net benefits is consequently mixed: unitary net 

benefits (the benefits to each individual minus any costs they incur) are regressive for education, but 

slightly progressive for healthcare.  

 

4.41 The policy recommendations derived from this analysis are not meant to be sector-specific 

given the level of aggregation used for the analysis; however, it is clear that access to education and 

healthcare is neither progressive nor pro-poor, despite the government’s stated policy objectives for 

these areas. The goal of universal service provision does not necessarily translate into a uniform 

distribution of benefits, let alone one that is pro-poor and progressive; even where public policies 

are deliberately targeted to benefit the poorest and most vulnerable, progressivity is far from 

assured. 

 

4.42 In education, the progressivity of access to primary and secondary school, which should be a 

laudable achievement in its own right, is obliterated by the effective restriction of university, college 

and technical school access to only the very richest members of Zambian society.  Alleviating this 

inequality will require policies that actively strive to expand the benefits of tertiary education to 

members of all income groups.   

 

4.43 Access is also a key concern in public healthcare. Low-income patients are less likely to seek 

care than their wealthier counterparts and also appear less likely to move beyond their primary-care 

provider, despite frequently being eligible for no-cost treatment at provincial or national hospitals.  

This is likely due to a combination of factors, including the limited availability of health-service 

providers in remote areas (and consequent difficulty of access among the rural poor) and the 

relatively high transportation and opportunity costs faced by poor patients attempting to seek care 

in a provincial or national center.  Meeting the challenge of expanded healthcare access will require 

innovative solutions, such as the possible use of transportation vouchers for referral patients or 

other measures specifically designed to reduce the cost of healthcare access across all its 

dimensions, not merely the expense of the treatment itself.   
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4.44 Even when setting quality considerations aside, it is clear that Zambia’s current social 

expenditure allocation is imperfectly structured, and fiscal policies do not consistently favor the 

country’s poor. Certain elements of social spending are more progressive than others: primary 

education is far more equitably distributed than either secondary or tertiary education, and access 

to colleges, universities and technical schools is deeply regressive on the expenditure side.  

Healthcare access is uneven at all levels of the public health system, and while the poor are less 

likely to seek care at any level, they face especially difficult obstacles in obtaining more sophisticated 

forms of treatment at provincial or national institutions.  Access is again the primary issue, and the 

poor are discouraged by the high transportation and opportunity costs of seeking care far from 

home.   

 

4.45 The pervasive problems of uneven access to social services in rural areas, and among the 

poor nationwide, can be addressed by greater investment in poor and remote communities, though 

in the case of the latter these will come at a high marginal cost. Investments in rural service 

provision have generated important gains in social indicators, and the government and its 

development partners should continue to pursue pro-poor spending policies and strive to enhance 

the progressivity of its overall fiscal stance. Social safety net programs are an important component 

in poverty reduction, and recent innovations in conditional cash transfers and other forms of direct 

poverty alleviation should be given strong consideration as either alternative or complementary 

policy options.  Agricultural development initiatives and other efforts to increase the productive 

capacity of the rural labor force have resulted in limited but positive effects on rural incomes, and 

the process of refining these policies and enhancing their targeting should be regarded as an 

important priority. However, without sustained job growth in the urban industrial and service 

economy these efforts will ultimately have only a modest and marginal impact on poverty in Zambia. 
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Appendix A 

Poverty Measurement 

 

Description of LCMS Surveys 

 

Key aspects of the LCMS surveys from 1996 to the most recent 2010 round are summarized in 

Table A1. With the exception of the LCMS III survey in 2002/2003 which was conducted over twelve 

months using a rolling sample, the other rounds of the LCMS survey were conducted over a two 

month period near the end or beginning of the calendar year.  The 2002/2003 LCMS survey also 

differed from the other rounds in that it used the diary method (as opposed to recall method) to 

collect expenditure and consumption data. The sampling frame of the 1996 and 1998 LCMS surveys 

were based on the 1990 Census of Population and Housing, and the subsequent LCMS surveys were 

based on the 2000 Census. The sample size ranges from about 10,000 to 20,000 households 

depending on the year.   

 

A two-stage stratified cluster sample design has been used for the LCMS surveys. In the first stage, 

Standard Enumeration Areas (SEA) served as the primary sampling units, and the SEAs were selected 

with probability proportional to size within each stratum defined by province, and urban/rural areas. 

However, with the aim of obtaining estimates for every district, additional SEAs were selected for 

small districts such that a minimum of 6 SEAs (7 SEAs for LCMS I) were selected for each district. 

Also, in some cases, the number of urban and rural SEAs was adjusted slightly to augment the 

sample size of certain urban areas that exhibited a high degree of variation in estimates in the 

preceding round. It should be noted that district-level estimates require close examination of 

confidence intervals as the sample size can be small.  

 

In the second stage, about 15 and 25 households were sampled from rural and urban SEAs, 

respectively. Rural households were stratified according to scale of agricultural activity (non-

agricultural, small-scale farm, medium-scale farm, and large-scale farm). Within each rural SEA, 7 

households were selected from small-scale, 5 from medium-scale, 3 from non-agricultural, and in 

addition, all large scale farm households were selected if available. Urban SEAs were implicitly 

stratified into low cost, medium cost and high cost areas according to CSO’s and local authority 

classification of residential areas. About 15 and 25 households were sampled from rural and urban 

SEAs, respectively. However, the number of rural households selected in some cases exceeded the 

desired sample size of 15 households depending on the availability of large scale farming 

households. 
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Table A1: Summary of Living Conditions Monitoring Surveys (1996-2010) 

 

Survey 
Name 

Dates 
Method for 
expenditure 

data 
Coverage 

Sampling 
Frame 

Sample Design Primary Sampling Units 
Sample Size   

(# households) 

LCMS I 
Sep 1996 - 
Nov 1996 

Recall National 

1990 Census 
of Population 
and Housing  

Two-stage stratified cluster sample design. 
 
- First stage: Standard Enumeration Areas (the 
primary sampling unit) were selected with 
probability proportional to size within each 
stratum, defined by province and urban/rural 
area. Adjustments were made for small districts 
such that a minimum of 6 SEAs (7 SEAs for LCMS I) 
were selected for each district. It should be noted 
that district-level estimates require close 
examination of confidence intervals as sample size 
for some districts is small.           
                                                                                           
- Second stage: About 15 and 25 households were 
sampled from rural and urban SEAs, respectively. 
Rural households were stratified according to 
scale of agricultural activity (non-agricultural, 
small-scale farm, medium-scale farm, and large-
scale farm). Within each rural SEA, 7 households 
were selected from small-scale, 5 from medium-
scale, 3 from non-agricultural, and in addition, all 
large scale farm households were selected if 
available.  

610 SEAs 
6,550 urban  
5,220 rural 

LCMS II 
Nov 1998 - 
Dec 1998 

Recall National ~800 SEAs 
8,223 urban   
8,487 rural 

LCMS 
III 

Nov 2002 - 
Oct 2003  

(12 month 
survey with 

rolling 
sample) 

Diary National 

2000 Census 
of Population 
and Housing 

520 SEAs                                  
(52 SEAs countrywide in 

each cycle of rolling 
sample)  

4,831 urban  
4,902 rural 

LCMS 
IV 

Dec 2004 - 
Jan 2005 

Recall National 1,048 SEAs 
8,939 urban 
10,376 rural 

LCMS 
V 

Dec 2006 - 
Jan 2007 

Recall National 988 SEAs  
9,530 urban   
9,132 rural 

LCMS 
VI 

Feb 2010 - 
Mar 2010 

Recall National 1,000 SEAs 
10,920  urban    

8,465  rural 
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Urban areas are defined by the Central Statistical Office mainly by two criteria: population size and 

economic activity. The minimum population size of an urban area is 5,000 people, and the main 

economic activity of the population must be non-agricultural, such as wage employment. In addition, 

the area must have basic modern facilities such as piped water, tarred roads, post office, police post, 

and health center. Each of the urban localities (i.e. SEAs) were then classified into low, medium and 

high cost housing neighborhoods based on a combination of the Local Government Administration 

and CSO criteria on housing standards. All urban SEAs were physically visited by CSO mappers with 

locality classification from the local government and determined whether the SEA was low, medium 

or high cost based on the local government definition and the actual observation of the mapper. 

 

Rural households were stratified according to the scale of agricultural activity into the following four 

strata: small scale, medium scale, large scale, and non-agricultural. Using the definitions in Table A2, 

each household’s scale of operation for each of the three agricultural activities (crops, livestock, and 

poultry) were determined. A household was then classified according to the highest value on each 

scale of farming activity. For example, a household might be classified as small scale in the crop area 

criterion yet rank as medium scale in the livestock criterion. Such a household would fall under the 

medium scale stratum.  

 

Table A2: Stratification of Rural Households in LCMS 

 
Source: LCMS Report 

 

Measurement of poverty from 1996 to 2006 

 

For the 1996 to 2006 period, we use the CSO’s revised poverty estimates and trends. To establish a 

reasonably comparable trend between 1996 and 2006, the CSO Poverty Trends Report (2010) 

defined a comparable basket of goods and services across surveys and retroactively applied a 

common methodology across 1996, 1998, 2004, and 2006 rounds of the LCMS. Due to differences 

described above for the 2002/03 LCMS survey, it was excluded from the Poverty Trends Report and 

thus was not reported here as well. 

However, applying a similar method to the 2010 LCMS data was not considered appropriate for 

several reasons.  First, given the major changes to the 2010 LCMS questionnaire design, there may 

be systematic differences in the way households respond to the new survey (i.e. the expanded list of 

consumption items mentioned above). If this is the case, measured consumption would be biased 

even if items in the consumption aggregate were limited to those captured in both surveys. Second, 

consumption patterns and prices may vary by season, and this approach can only correct for 
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differences in seasonal prices, not differences in seasonal consumption patterns. Third, as this 

approach requires that the poverty line be adjusted for inflation, the poverty estimates are sensitive 

to the choice of inflation factor used. Given recent concerns over the use of the CPI index, the 

accuracy of this adjustment is called into question. These issues are discussed further in the 

following section. 

Comparability Issues for 2006 and 2010 LCMS 

 

The comparability of consumption and poverty measures between the 2006 and 2010 rounds of the 

LCMS is likely to be compromised due to differences in questionnaire design, seasonality concerns 

arising from differences in the survey periods, and concerns about the quality of the CPI index for 

updating the poverty line.  

 

1) Major change to questionnaire design:  The total number of expenditure items listed in the 

LCMS survey increased from 87 items in 2006 to 213 items in 2010 (See Table A3). The 

number of food items (excluding alcohol and tobacco) more than tripled, from 39 items to 

128 items, and the number of nonfood items almost doubled, from 48 items to 85 items.  

Beegle et al. (2010) and Jolliffe (2001) find that questionnaires with a longer, more detailed 

listing of items tend to increase measured consumption and lower estimates of poverty. 

Thus, the major expansion in the number of items in the 2010 LCMS undermines the 

comparability of consumption aggregates between 2006 and 2010. 

 

Table A3: Questionnaire Design of 2006 and 2010 LCMS Consumption Modules 

  2010 LCMS 2006 LCMS 

Number 
of items 

Food  
(excluding alcohol 
and tobacco) 

 128 items    39 items 

Nonfood 
(excluding 
remittances) 

 85 items (including 9 
alcohol and tobacco items) 

 48 items (including 2 
alcohol and tobacco items) 

TOTAL  213 87 
 

Recall 
period 

Food 

 4 week recall for maize 
grain and meal 

 2 week recall for all other 
food items 

 1 month recall for maize 
grain and meal 

 Both 2 week and 1 month 
recall for all other food 
items  

Nonfood 

 1 month recall for frequent 
expenses 

 1 year recall for less 
frequent expenses 

 1 year recall for 
educational expenses  

 Both 1 month and 1 year 
recall for other items  

 

2) Seasonality: 2010 LCMS was fielded primarily in February and March, whereas the 2006 

LCMS was fielded primarily in December and January (See Table A4). According to the 

interview date recorded in the 2010 LCMS, 82% of households were surveyed in February, 

17% in March, and 1% in other months (or data was miscoded). For the 2006 LCMS, 34% of 
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households were surveyed in December, 65% in January, and about 1% in other months (or 

data was miscoded). According to the FEWS NET seasonal calendar, the December/January 

period is typically considered the “peak hunger period”, and the February/March period is 

the “green harvest” period when cereal prices usually peak. Thus, this two month shift in the 

survey period can lead to systematic differences in reported consumption in the surveys and 

thereby undermine comparability between 2006 and 2010.   

 

Table A4: Survey Period of 2006 and 2010 LCMS 

Interview 

Month

Number of 

Households
Percent

Interview 

Month

Number of 

Households
Percent

 December 2006 6,368 34.1  February 2010 15,833 81.6

 January 2007 12,176 65.2  March 2010 3,367 17.4

other 118 0.6 other 193 1.0

18,662 100 19,393 100

2006 LCMS 2010 LCMS

 
 

3) Inflation adjustments:  There have been concerns raised over the appropriateness of using 

the CPI index in Zambia to update the total poverty line from one survey year to the next. As 

a result, the alternative used recently has been to construct a food price index using select 

line items from the CPI in order to adjust the total poverty line. However, this assumes that 

food and nonfood inflation are similar. These adjustments to the poverty line from survey to 

survey are critical to the comparability of the poverty estimates, and errors in the chosen 

price index can drastically effect poverty estimates and seriously undermine comparability.  

 

Survey-to-Survey Imputation Method 

 

How does the conversion of trends of non-consumption data to consumption poverty trend work? 

First, using the LCMS 2010 data, we estimated a consumption model by regressing household 

expenditure per adult equivalent (Y10) on various socio-economic indicators, like household size, 

household head’s education level, head’s employment type, ownership of assets, and access to 

services (X10). We started with a simple model with household size, household size squared, and a 

set of binary variables for head’s education. Using (single) stepwise selection, we then add variables 

that are highly correlated with the household expenditure with a p-value of less than 0.05 and 

improve the model fit (adjusted-R2). The model takes the following form: 

   (1) 

where,   , represents household level errors.  

Then, we apply this model to LCMS 2006 data to predict household expenditure per adult equivalent 

in 2010 prices (Y06). In other words, we used the coefficients (β10) estimated in the 2010 regression 

but introduced poverty correlates of 2006 (X06). Household level errors are drawn from the 

distribution estimated in the regression using the 2010 data. The predicted household expenditures 
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are comparable if certain assumptions hold (see below). The prediction model takes the following 

form:  

  (2) 

Poverty rates of 2006 are estimated using the predicted 2006 household expenditure (in 2010 

prices) and the 2010 poverty lines.  The poverty rates are reliable if consumption patterns did not 

change much between 2006 and 2010; the error structure did not change; and poverty correlates 

are comparable between 2006 and 2010. These assumptions cannot be tested. Another important 

caveat for this analysis is that the predicted expenditure of 2006 will be comparable to that of 2010, 

but this means that inaccuracy of the 2010 expenditure data will be also preserved. For example, if 

spatial price differences were not controlled when the 2010 expenditures were constructed, then 

the predicted expenditures of 2006 would also have the problem of not controlling for spatial prices. 

Therefore, if possible, we should construct the best possible expenditure data from the LCMS 2010 

data; then the property will be preserved in the 2006 predicted expenditure data as well.  

How reliable is this analysis? 

The small area method developed by Elbers, Lanjouw, and Lanjouw (2003) was widely used to 

produce reliable poverty rates at a finely disaggregated level. Household surveys have a very limited 

sample if we focus on a small area. Elbers et al (2003) approach is to produce consumption models 

using the household survey data and apply them to census households. Although the census does 

not have consumption data, we can predict the household expenditure for each census household 

by applying the models to the census data. This approach has been scrutinized by academic 

researchers, and in general, if the application is done properly, the results are quite robust and 

reliable.  

Another application of the small area estimation method is to develop consumption models in a 

reference year and apply them to years when household surveys do not have reliable consumption 

data. Our analysis for Zambia data belongs to this group. Christiansen et al. (2011) tested this 

approach for three countries – Russia, Vietnam and Kenya.  The results are mixed. For Vietnam and 

Kenya, the ELL approach could predict well household expenditure and poverty rates; however, for 

Russia, it did not perform well. This is likely because a large economic crisis hit the country in the 

middle of survey series and might have changed the consumption models.  

The reliability of this analysis is strictly dependent on how plausible the key assumptions are. One 

key assumption is that the relationship between poverty and the non-monetary poverty correlates 

measured in the survey is assumed not to change between 2006 and 2010 – i.e. the model is stable. 

More concretely, if having a secondary education increases household expenditure 10 percent on 

average in 2010, it would also increase household expenditure 10 percent in 2006. However, there is 

no guarantee that this assumption is satisfied, and there is no way to test it. It also assumes that  

non-consumption data (or poverty correlates) are measured comparably in both 2006 and 2010 

surveys. This can be observed. A third issue is the requirement that the correlates are satisfactory 

predictors of consumption. If not, the level of consumption and in turn poverty cannot be predicted 

with very much accuracy.  
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Given the limitations, we should see the poverty trend estimated from this analysis with caveats. 

Furthermore, it would be more appropriate to see the trends of non-consumption data and poverty 

estimates together for examining whether living conditions in Zambia have improved in general.  

Description of the World Bank’s consumption aggregate and poverty lines for 2010 LCMS 

This break in comparability between the 2006 and 2010 rounds of the LCMS presents an opportunity 

to redefine the poverty measurement methodology for 2010. The consumption aggregate was 

redefined according to best practices. Separate rural and urban poverty lines were introduced to 

better reflect the difference in the cost of living between rural and urban areas, and spatial price 

adjustments across provinces were made. Continued application of this methodology is 

recommended for future survey rounds so that poverty trends will be consistently measured and the 

spatial distribution of poverty can be properly identified. 

Consumption Aggregate 

The consumption aggregate is comprised of food and nonfood components. For the food 

component, we included all available items in the 2010 LCMS (i.e. 128 items, excluding alcohol and 

tobacco) and all sources (i.e. purchases, consumption from own-production, and transfers). For the 

nonfood component, we included all items except for hospital stays, payments to hospital/heath 

center/surgery, other health expenses, loan repayments, and all remittances (item numbers 195, 

198, 200, 210, 212, and 215-217). 

We used the exact same set of imputations for rental values, electricity payments, and water 

payments that were previously calculated by the CSO’s consultants. The imputed values were used 

for observations where actual or estimated values were not reported and the household indicated 

elsewhere in the questionnaire that they owned a home or had electricity or water services. 

All household expenditures were converted into monthly terms and then normalized using the CSO’s 

adult equivalent scale. Extreme outliers were dropped (i.e. observations with no reported food 

consumption (8 households) and per adult equivalent values greater than 4 standard deviations 

from the mean (5 households). 

Spatial adjustments to account for cost of living differences across provinces were done by dividing 

the consumption aggregate by the Laspeyres index previously constructed by the CSO/DFID 

consultants. This price index was based on median prices at the province level for select individual 

items used to construct the CPI. The prices cover the period between January and April 2011. The 

Laspeyres price index at the province level is shown in Table A5. 
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Table A5: Laspeyres Price Index 

Province Price Index 

Central 0.94 

Copperbelt 1.03 

Eastern 0.98 

Luapula 0.98 

Lusaka 1.10 

Northern 0.95 

North-Western 1.07 

Southern 0.96 

Western 0.88 

Central 0.94 

Source: CSO/Gottingen 

As prices between urban and rural areas often differ, it would have been preferable to account for 

price differences between urban and rural areas of each province. However, the unit values that can 

be estimated directly from the consumption module of the 2010 LCMS survey were extremely noisy 

due to the fact that several hundred units were recorded (beyond the 24 choices included in the 

survey) and conversion tables between units was not available. Due to time constraints, we were not 

able to clean this data and further evaluate whether the data quality of the unit values in the 2010 

LCMS would be suitable for constructing alternative price indices that account for the urban and 

rural differences. 

Poverty Lines 

Separate rural and urban poverty lines were defined for 2010. First, we started with the food 

poverty line that was previously defined by CSO/DFID consultants using the 2006 basket and valued 

using individual prices of goods in the CPI in 2010. This food poverty line was 98,505 Kwacha per 

month per adult equivalent. Second, we estimated the food budget share of households with per 

adult equivalent expenditures near the food poverty line for urban and rural areas. This was done 

non-parametrically. The food budget shares for urban and rural areas were 54.6% and 67.5% 

respectively. Third, we derived the total poverty lines (zt) for urban and rural areas by dividing the 

food poverty line (zf) by the respective food budget shares (bf):  zt =  zf / bf . This yielded poverty lines 

of 180,551 and 146,054 (Kwacha per month per adult equivalent) for urban and rural areas 

respectively. The difference between the urban and rural poverty lines is due to the higher nonfood 

consumption observed in urban areas. 

Table A6:  Urban and Rural Poverty Lines and Food Budget Shares 

 Total Poverty Line 
(Kwacha per month per 

adult equivalent) 

Food Poverty Line 
(Kwacha per month per 

adult equivalent) 

Food Budget Share (%)   
(near food poverty line) 

Urban 180,551 98,505 54.6 

Rural 146,054 98,505 67.5 
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We would have preferred to define separate urban and rural food baskets as our preliminary 

analysis suggested different consumption patterns between urban and rural areas. However, as 

mentioned above, the unit values estimated from the consumption module were extremely noisy 

and could not be used to cost out separate urban and rural food poverty lines. In light of these 

considerations, we decided to use the existing food poverty line described above. 

In the questionnaire, households were asked “How much money do you think is needed to by your 

household in a month to have an adequate /minimum standard of living?”  When we compare 

responses by urban and rural areas, we find that the median value among those that we have 

classified as moderate poor was 176,991 and 114,155 Kwacha (normalizing by adult equivalents) in 

2010 for urban and rural areas, respectively. This lends support to using two separate poverty lines 

for urban and rural areas as described above. 

 

Table A7: Subjective assessment of the cost to achieve an adequate standard of living, in 2010 

all

extreme 

poor

moderate 

poor non-poor

Urban

 self assessed amount needed by household for 

adequate standard of living, in Kwacha (median) 
1,500,000  800,000     1,000,000 2,000,000 

 self-assessed amount, normalized by adult 

equivalents, in Kwacha (median) 
291,545     131,926     176,991     400,000     

 total expenditure per adult equivalent, in 

Kwacha (median) 
248,463     72,146       137,067     358,285     

Rural

 self assessed amount needed by household for 

adequate standard of living, in Kwacha (median) 
500,000     500,000     500,000     800,000     

 self-assessed amount, normalized by adult 

equivalents, in Kwacha (median) 
107,143     83,333       114,155     185,529     

 total expenditure per adult equivalent, in 

Kwacha (median) 
92,959        62,342       118,537     208,668     

 
 

The urban median value above is remarkably close to the urban poverty line that we constructed, 

180,551 Kwacha per month per adult equivalent. The rural median value above is less than our rural 

poverty line of 146, 054 by roughly 32,000 Kwacha, suggesting that the rural poverty may be 

overestimated. The difference may arise in part because the CPI prices were compiled mainly from 

urban locations. Since the CPI item prices were used to price out the food basket, the food poverty 

line for rural areas may be biased upward assuming urban food prices are higher than rural prices, 

and in turn, the total rural poverty line may also biased upwards.  Rural prices were not available 

and the unit price data from the survey were not of good enough quality to use as a substitute. 
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RESULTS 

Trends of non-consumption data in general indicate some improvements between 2006 and 2010.  

Comparing education levels of household heads across surveys, we see that the share of household 

heads with A-level or higher education increased from 17% to 23% in urban areas. In rural areas, we 

see some improvements at the senior secondary school level (16% in 2006 and 19% in 2010) as well 

as slight increase at A-level and higher (3% to 5%). Other indications include improvements in 

housing. For example, households with better flooring material increased from 78 % to 84% and 16% 

to 20% in urban and rural areas respectively. Ownership of various assets increased somewhat over 

the period as well (see Tables A8 and A9 for details). 

The models explain a lot of the variation, in particular the urban model which has an adjusted R-

square of 0.71. The fit for the rural model is less with an adjusted R-square of 0.48 but still not bad 

(see Tables A1 and A2 in the Appendix for details). 

 

Table A8: Rural Consumption Model and Means of Covariates 

dep var: log exp per a.e. Coef. Std. Err. Mean Std. Err. Mean Std. Err.

constant 12.03 0.04 . . . .

household size -0.24 0.01 5.14 0.03 5.32 0.03

household size squared 0.01 0.00 32.91 0.36 35.31 0.40

head: age 0.00 0.00 42.38 0.16 42.45 0.16

head marital status: single 0.13 0.03 0.04 0.00 0.04 0.00

head educ: primary 0.06 0.02 0.32 0.00 0.30 0.00

head educ: jr. secondary 0.11 0.02 0.27 0.00 0.28 0.00

head educ: sr. secondary 0.13 0.02 0.16 0.00 0.19 0.00

head educ: 12 grade/O-level 0.23 0.03 0.05 0.00 0.05 0.00

head educ: A-level & higher 0.46 0.04 0.03 0.00 0.05 0.00

head activity: wage employment 0.17 0.03 0.10 0.00 0.12 0.00

head activity: nonfarm business 0.07 0.02 0.07 0.00 0.08 0.00

head: self-employed 0.12 0.02 0.86 0.00 0.83 0.00

dwelling type: house/apt., etc. 0.16 0.02 0.10 0.00 0.16 0.00

better cook device 0.13 0.02 0.16 0.00 0.20 0.00

better floor 0.16 0.02 0.16 0.00 0.20 0.00

own: bed 0.16 0.02 0.51 0.01 0.61 0.01

own: bicycle 0.14 0.01 0.45 0.01 0.46 0.01

own: electric iron 0.20 0.04 0.03 0.00 0.03 0.00

own: motor vehicle 0.54 0.05 0.01 0.00 0.01 0.00

own: radio 0.12 0.01 0.50 0.01 0.43 0.01

own: sofa 0.13 0.02 0.09 0.00 0.15 0.00

own: table 0.09 0.02 0.13 0.00 0.16 0.00

own: tractor 0.55 0.09 0.00 0.00 0.00 0.00

own: tv 0.19 0.02 0.08 0.00 0.12 0.00

public transport < 1 hr 0.06 0.01 0.48 0.01 0.49 0.01

2006-rural 2010-rural2010 rural model

 model: F=306.6980, R2=0.4797, adjR2=0.4781, n=8343  
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Table A9: Urban Consumption Model and Means of Covariates 
 

dep var: log exp per a.e. Coef. Std. Err. Mean Std. Err. Mean Std. Err.

constant 12.55 0.03 . . . .

household size -0.30 0.01 5.13 0.03 5.09 0.02

household size squared 0.01 0.00 33.11 0.35 32.46 0.32

head: age 0.00 0.00 40.23 0.13 40.85 0.12

head educ: jr. secondary 0.05 0.02 0.15 0.00 0.14 0.00

head educ: sr. secondary 0.13 0.02 0.28 0.00 0.27 0.00

head educ: 12 grade/O-level 0.21 0.02 0.26 0.00 0.23 0.00

head educ: A-level & higher 0.37 0.02 0.17 0.00 0.23 0.00

head activity: wage employment 0.09 0.01 0.48 0.01 0.48 0.00

head activity: nonfarm business 0.10 0.01 0.28 0.00 0.27 0.00

dwelling type: house/apt., etc. 0.07 0.01 0.77 0.00 0.79 0.00

better cook device 0.13 0.02 0.93 0.00 0.95 0.00

better floor 0.13 0.02 0.78 0.00 0.84 0.00

better garbage 0.12 0.02 0.17 0.00 0.15 0.00

better light 0.12 0.02 0.50 0.01 0.54 0.00

better toilet 0.19 0.01 0.37 0.00 0.34 0.00

own: bed 0.19 0.02 0.88 0.00 0.91 0.00

own: computer 0.22 0.02 0.03 0.00 0.07 0.00

own: electric iron 0.13 0.02 0.38 0.00 0.43 0.00

own: electric/gas stove 0.10 0.02 0.40 0.01 0.47 0.00

own: freezer 0.11 0.01 0.19 0.00 0.25 0.00

own: motor vehicle 0.46 0.02 0.07 0.00 0.10 0.00

own: refrigerator 0.16 0.02 0.18 0.00 0.23 0.00

own: sofa 0.12 0.01 0.55 0.01 0.59 0.00

own: table 0.08 0.01 0.31 0.00 0.31 0.00

own: tv 0.13 0.01 0.55 0.01 0.61 0.00

2006-urban 2010-urban2010 urban model

model:  F=1052.0927, R2=0.7104, adjR2=0.7097, n=10749  

 
 

Consumption and Poverty Trends 

Table A10: Summary Statistics of the Consumption Aggregates 

 Median 
(Kwacha per month per adult equiv.) 

Ratio 
p90/p10 

  2006* 2010 2006* 2010 

Urban 229,440 248,463 8.1 8.8 

Rural 91,752 92,959 5.8 5.9 
* denotes survey to survey poverty mapping results. 

Our projection of 2006 consumption in 2010 prices suggests a modest increase in median 

consumption in urban areas between 2006 and 2010, and a very small increase in rural areas. 

Turning to poverty, our estimates are inconclusive. Although the poverty rate at the national level 

appears to have declined slightly between 2006 and 2010, once we take into account the margin of 

error, the change is not statistically significant. Thus, while it is true that there are some signs of 
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improvements in living conditions, the estimated confidence interval does not allow us to conclude 

that there was indeed a change in headcount poverty. 

Table A11: Poverty Headcount Ratio Estimates for 2006* and 2010 with 95% Confidence Intervals 
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* denotes survey to survey poverty mapping results. 

 

It should be noted that this result is not restricted to our analysis. We conducted statistical tests for 

poverty trends based on CSO estimates and found that the change in headcount poverty between 

2006 and 2010 is not statistically significant.52 In other words, we cannot say with confidence that 

poverty decreased (or increased) during this period, at least according to these monetary poverty 

measures. 

Table A12: Headcount Poverty Estimates with 95% Confidence Intervals 

 
CSO’s Poverty Trends Report 

Trend with Survey to Survey  

Poverty Mapping-Based Approach 

 1996 2006 2006* 2010 

Urban 
40.5 26.7 38.7 35.3 

(36.9 , 44.1) (23.6 , 29.7) (35.5 , 41.9) (31.9 , 38.7) 

Rural 
84.2 76.8 75.1 73.9 

(82.4 , 86.0) (75.0 , 78.6) (73.1 , 77.1) (72.1 , 75.8) 

National 
68.1 59.3 62.2 60.5 

(66.1 , 70.1) (57.2 , 61.3) (59.9 , 64.5) (58.6 , 62.4) 

* denotes survey to survey poverty mapping results. 

                                                           
52

 Using the “pov2006wi.dta” and “pov2010wi.dta” data files received from the CSO, standard errors for the 
2006 and 2010 headcount poverty estimates accounting for survey design were 0.964 and 0.995, respectively. 
The corresponding test statistic for equality of the poverty rates was 1.59, so the difference in the 2006 and 
2010 estimates is not statistically significant at 5% (or even 10%) significance level. 
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Figure A1: Headcount Poverty Estimates by Province 

 
 

 
Furthermore, while the national poverty estimates above may look similar to those of the CSO, the 

provincial poverty profile (in Figure A1) illustrates the differences between the World Bank and CSO 

estimates. One major methodological difference is that the CSO did not make any spatial price 

adjustments for recent estimates. As a result, the CSO estimates tend to overestimate poverty in the 

Central, Eastern, Northern, Southern, and Western provinces, in which the cost of living is lower. On 

the other hand, poverty in the Lusaka, Copperbelt, and North Western provinces, in which the cost 

of living is higher, would tend to be underestimated without such adjustments (see the Figure A1 in 

the Appendix for poverty rates in urban and rural areas of each province). We highly recommend the 

use of spatial price index to adjust for the cost of living differences within the country.  

Robustness Checks 
 
Robustness Check #1: As suggested in Christiaensen et al. (2011), we assessed the predictive 
performance of our urban and rural model specifications on a random sub-sample of the survey 
data. We first split the 2010 data into sub-samples A and B by randomly selecting half of the 
observations in each primary sampling unit. We did this separately for urban and rural sectors.  
Using the same set of variables as in the model for the full sample, we calibrated the consumption 
models using sub-sample A and then predicted 2010 consumption using covariates of sub-sample B. 
Applying the same rural and urban poverty lines (146,054 and 180,551 Kwacha per adult equivalent 
per month), we then predicted poverty rates for the sub-sample and compared them to the “true” 
poverty rates estimated directly from the full sample. As Table A13 shows, the predicted 2010 
poverty rates (36.0% and 73.4% for urban and rural areas, respectively) are close to the 2010 “true” 
poverty rates (35.3% and 73.9% for urban and rural areas, respectively), and the predicted poverty 
rates lie well within the 95% confidence interval of the “true” values, shown in parentheses in the 
table. These results indicate that the selected consumption models perform well in predicting 
poverty in 2010. 
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Table A13: Performance of the consumption model in 
predicting poverty (robustness check) 

  
2010 full sample 
(direct estimate) 

2010 sub-sample*     
(predicted) 

Urban 
35.3 36.0 

(31.9, 38.7) (32.2, 39.8) 

Rural 
73.9 73.4 

(72.1, 75.8) (71.0, 75.8) 

 
Robustness Check #2: We checked if reversing the direction of the predictions would change the 
trends. In other words, instead of specifying a model with 2010 data and predicting consumption 
and poverty in 2006, we reversed the order and specified the consumption models using 2006 data 
and predicted consumption and poverty in 2010. Since we had not constructed consumption 
aggregates and poverty lines for 2006, we used the existing 2006 consumption aggregate prepared 
by the DFID consultants and the 2006 national poverty line (106,413 Kwacha per adult equivalent 
per month) for this check. The results in Table A14 indicate a slight decrease in the poverty, which is 
consistent with the trend found when 2006 poverty is predicted. 
 

Table A14: Poverty trends with direction of predictions 
reversed (robustness check) 

  
2006 

(direct estimate) 
2010*  

(predicted) 

Urban 
26.7 25.0 

(23.5, 29.8) (21.5 , 28.5) 

Rural 
76.8 73.4 

(74.8, 78.7) (71.3, 75.5) 
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Appendix B 

Poverty Trends 
 

Figure B1: Poverty Headcount (% of population) 
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Figure B2: Poverty Gap (% of poverty line) 
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Figure B3: Squared Poverty Gap 
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Table B1:  Household expenditures per adult equivalent, 1996-2006 (in 2006 Kwacha) 

1996 1998 2004 2006

National (mean) 109,345  112,886  148,743  147,151  

Rural 70,799    71,963    88,430    87,048    

Urban 175,250  182,126  242,361  258,943  

National (median) 71,214    72,831    86,393    85,067    

Rural 51,602    52,350    59,158    61,583    

Urban 126,357  126,605  163,135  174,567  

Poorest 20% 25,166    24,619    27,852    27,740    

  Quintile 2 46,524    46,043    53,818    53,704    

  Quintile 3 72,123    72,962    87,388    85,871    

  Quintile 4 114,417  116,173  147,515  145,341  

Richest 20% 288,595  304,741  427,161  423,157   

Note: National poverty lines were used to deflate nominal expenditures into 2006 prices. 

Figure B4: Mean consumption expenditures per adult equivalent, by quintiles and area of 

residence, 2006* - 2010 
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Figure B5: Consumption expenditures per adult equivalent, by quintiles and province, 2006*-2010 
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Figure B6: Distribution of total consumption by deciles, 2010 

 

Table B2: Decomposition of inequality by area of residence and province, 2010 

 Area of Residence 

  GE(0) GE(1) GE(2) 

Total 46.8 55.1 135.5 

Urban 38.0 40.4 67.7 

Rural 32.1 44.8 209.6 

 
   Within-group inequality 34.1 42.2 121.8 

Between-group inequality 12.7 12.9 13.8 

Between as a share of total 27.1 23.4 10.2 

 
Province 

  GE(0) GE(1) GE(2) 

Total 46.8 55.1 135.5 

 
   Central 31.2 34.9 69.3 

Copperbelt 37.1 38.8 62.2 

Eastern 28.1 32.0 56.7 

Luapula 26.4 31.8 63.5 

Lusaka 45.3 47.2 79.0 

Northern 31.3 35.4 63.3 

Northwestern 70.9 116.7 650.1 

Southern 38.4 43.6 89.4 

Western 38.8 47.7 124.5 

 
   Within-group inequality 37.0 45.0 124.6 

Between-group inequality 9.8 10.1 10.9 

Between as a share of total 20.9 18.3 8.1 
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Table B3: Millennium Development Goals 

Millennium Development Goals 

            1990 1995 2000 2009 

Goal 1: Eradicate extreme poverty and hunger 
    

Employment to population ratio, 15+, total (%) 57 58 61 61 

Employment to population ratio, ages 15-24, total (%) 40 42 46 46 

Income share held by lowest 20% 0,7 4,2 3,3 .. 

Malnutrition prevalence, weight for age (% of children under 5) 21,2 19,6 19,6 14,9 

Poverty gap at $1.25 a day (PPP) (%) 40 29 27 .. 

Poverty headcount ratio at $1.25 a day (PPP) (% of population) 63 62 55 .. 

Prevalence of undernourishment (% of population) 35 38 43 43 

Vulnerable employment, total (% of total employment) 65 78 81 .. 

Goal 2: Achieve universal primary education 
    

Literacy rate, youth female (% of females ages 15-24) .. .. 66 68 

Literacy rate, youth male (% of males ages 15-24) .. .. 73 82 

Persistence to last grade of primary, total (% of cohort) .. .. 87 79 

Primary completion rate, total (% of relevant age group) .. .. 61 93 

Total enrollment, primary (% net) .. 75 69 97 

Goal 3: Promote gender equality and empower women 
    

Proportion of seats held by women in national parliaments (%) 7 10 10 15 

Ratio of female to male primary enrollment (%) .. 92 93 98 

Ratio of female to male secondary enrollment (%) .. .. 81 83 

Ratio of female to male tertiary enrollment (%) .. .. 46 .. 

Share of women employed in the nonagricultural sector (% of total 
nonagricultural employment) 

16,6 .. 33,7 .. 

Goal 4: Reduce child mortality 
    

Immunization, measles (% of children ages 12-23 months) 90 86 85 85 

Mortality rate, infant (per 1,000 live births) 108 105 99 86 

Mortality rate, under-5 (per 1,000) 179 176 166 141 

Goal 5: Improve maternal health 
    

Adolescent fertility rate (births per 1,000 women ages 15-19) .. .. 152 139 

Births attended by skilled health staff (% of total) 51 47 47 47 

Contraceptive prevalence (% of women ages 15-49) 15 26 22 41 

Maternal mortality ratio (modeled estimate, per 100,000 live births) 390 490 600 470 

Pregnant women receiving prenatal care (%) 92 96 93 94 

Unmet need for contraception (% of married women ages 15-49) 31 27 13 27 

Goal 6: Combat HIV/AIDS, malaria, and other diseases 
    

Children with fever receiving antimalarial drugs (% of children under 
age 5 with fever) 

.. .. 58 43 

Condom use, population ages 15-24, female (% of females ages 15-24) .. 11 17 17 

Condom use, population ages 15-24, male (% of males ages 15-24) .. 34 36 39 

Incidence of tuberculosis (per 100,000 people) 300 540 600 470 

Prevalence of HIV, female (% ages 15-24) .. .. .. 11,3 

Prevalence of HIV, male (% ages 15-24) .. .. .. 4 

Prevalence of HIV, total (% of population ages 15-49) 8,9 16,3 15,5 15,2 

Tuberculosis case detection rate (all forms) 72 74 79 74 

Goal 7: Ensure environmental sustainability 
    

CO2 emissions (kg per PPP $ of GDP) 0,4 0,3 0,2 0,2 

CO2 emissions (metric tons per capita) 0,3 0,2 0,2 0,2 

Forest area (% of land area) 66 63 60 56 

Improved sanitation facilities (% of population with access) 46 47 47 49 
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Improved water source (% of population with access) 49 51 54 60 

Marine protected areas (% of total surface area) .. .. .. 0 

Terrestrial protected areas (% of total surface area) .. .. .. 41,1 

Goal 8: Develop a global partnership for development 
    

Debt service (PPG and IMF only, % of exports, excluding workers' 
remittances) 

15 18 16 1 

Internet users (per 100 people) 0,0 0,0 0,2 5,5 

Mobile cellular subscriptions (per 100 people) 0 0 1 28 

Net ODA received per capita (current US$) 60 223 76 86 

Telephone lines (per 100 people) 1 1 1 1 

Source: World Development Indicators 

 

 

 

Table B4: Subjective and consumption-based measures of poverty, 2010 

all        

(%)

extreme 

poor    

(%)

moderate 

poor     

(%)

non-

poor     

(%)

poorest 

quintile  

(%)

richest 

quintile  

(%)

National

self assessed as "very poor" 37.7 52.6 39.6 21.9 53.7 12.6

self assessed as "moderately poor" 48.6 41.3 52.8 53.6 40.1 52.4

self assessed as "non poor" 13.5 5.9 7.4 24.4 6.1 34.9

Urban

self assessed as "very poor" 22.9 52.3 33.8 13.4 59.2 9.7

self assessed as "moderately poor" 53.3 40.0 57.2 54.6 32.6 51.2

self assessed as "non poor" 23.5 7.2 8.8 31.8 7.8 38.9

Rural

self assessed as "very poor" 45.6 52.6 43.0 33.1 53.2 22.5

self assessed as "moderately poor" 46.1 41.5 50.3 52.2 40.8 56.6

self assessed as "non poor" 8.2 5.7 6.6 14.6 5.9 20.8  
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Appendix C 

Monetary and Nonmonetary Poverty 

 

Table C1: Budget Shares of Food and Nonfood Expenditures, 2010 

 
All 

Extremely 
Poor 

Moderately 
Poor 

Non-
Poor 

Poorest 
20% 

Richest 
20% 

National 
      Food expenditure share (%) 60.3 66.6 61.7 53.4 66.5 46.6 

     - share purchased (%) 34.7 30.0 36.0 38.8 28.5 40.2 

     - share from own production (%) 22.9 33.0 23.0 12.8 34.4 5.2 

     - share from transfers (%) 2.7 3.6 2.8 1.8 3.7 1.2 

Nonfood expenditure share (%) 39.7 33.4 38.3 46.6 33.5 53.4 

Urban 
      Food expenditure share (%) 48.2 56.7 52.2 45.1 57.0 43.0 

     - share purchased (%) 43.1 45.1 45.7 41.8 42.7 40.3 

     - share from own production (%) 3.6 8.9 4.7 2.2 10.9 1.7 

     - share from transfers (%) 1.5 2.7 1.8 1.1 3.4 1.0 

Nonfood expenditure share (%) 51.8 43.3 47.8 54.9 43.0 57.0 

Rural 
      Food expenditure share (%) 66.8 67.8 67.2 64.4 67.4 59.3 

     - share purchased (%) 30.3 28.0 30.3 34.9 27.3 40.0 

     - share from own production (%) 33.2 36.1 33.6 26.9 36.4 17.2 

     - share from transfers (%) 3.3 3.7 3.3 2.7 3.7 2.1 

Nonfood expenditure share (%) 33.2 32.2 32.8 35.6 32.6 40.7 
Note: Moderate poor excludes extreme poor. 

Source: World Bank estimates based on 2010 LCMS.   

 

Figure C1:  Household Budget Shares for Poorest and Richest Quintiles, by Area of Residence, 2010 
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Source: World Bank estimates based on 2010 LCMS. 

Table C2: Agricultural Productivity 
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Source: Anthony Chapoto (2010), ACF/FSRP Research presented at the Zambia National Farmers Union Congress, Lusaka, 2010. 
 

Table C3: Agricultural Output 

 
Source: Anthony Chapoto (2010), ACF/FSRP Research presented at the Zambia National Farmers Union Congress, Lusaka, 2010. 

 
Table C4: Asset Ownership, 2004 and 2010 

 
ASSETS 
 

 
2004 2010 

 

 
Nat. 

 
Urban Rural 

Poorest 
20% 

Richest 
20% 

Nat. Urban Rural 
Poorest 

20% 
Richest 

20% 

Bed 67.5 89.3 53.5 40.4 89.2 71.1 90.4 60.6 47.4 92.3 

Mattress 60.9 88.5 43.2 29.3 88.7 71.7 93.2 59.9 47.7 94.5 

Radio / stereo 52.3 66.2 43.4 28.3 73.2 47.2 56.3 42.2 28.8 62.4 

Television 22.3 47.9 5.8 1.5 56.6 28.9 59.6 12.2 2.5 69.5 

Land Telephone 2.0 4.7 0.3 0.1 7.2 0.7 1.7 0.11 0.0 2.4 

Cellular phone 8.5 19.7 1.4 0.0 29.5 48.9 79.9 32.0 15.7 86.1 

Computer 1.4 2.2 1.0 0.6 3.8 2.45 6.2 0.4 0.1 9.3 

Gas stove 0.6 1.0 0.3 0.1 1.6 0.5 1.0 0.2 0.0 1.6 

Electric stove 15.3 36.4 1.7 0.5 46.6 17.7 45.2 2.8 0.1 56.5 

Refrigerator 7.2 16.8 1.1 0.3 23.7 8.5 21.6 1.4 0.0 29.9 

Private water pump 0.5 0.4 0.5 0.0 1.5 0.6 1.0 0.3 0.0 1.7 

Bicycle 34.2 23.6 41.0 29.5 28.9 36.0 19.0 45.3 36.9 25.0 

Motorcycle 0.4 0.5 0.4 0.1 1.0 0.5 0.4 0.6 0.5 0.9 

Car/motor vehicle 2.7 5.2 1.1 0.2 9.6 3.2 8.1 0.5 0.0 12.3 

Source: World Bank estimates based on LCMS.   
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Table C5: Housing conditions, 2004 and 2010 
   
HOUSING CONDITIONS 
 

 

2004 2010           

 

 
Nat. 

 
Urban Rural 

Poorest 
20% 

Richest 
20% 

Nat. Urban Rural 
Poorest 

20% 
Richest 

20% 

Poor dwelling 45.5 9.4 68.6 74.8 12.4 38.5 6.3 56.4 66.6 9.6 

Improved/ 
Good dwelling 

54.6 90.6 31.3 25.1 87.6 61.5 93.7 43.7 33.4 90.4 

Improved water* 40.2 47.2 35.6 28.2 57.0 47.1 51.6 44.6 42.6 61.5 

Electricity connection 21.1 49.2 3.1 1.0 57.8 21.8 53.0 4.5 0.4 62.5 

Flush toilet 14.6 34.7 1.7 1.1 40.4 13.1 34.0 1.4 0.3 41.1 

No toilet 13.1 0.4 21.2 25.2 2.7 11.9 0.5 18.3 20.0 1.6 

Note: (*) Protected well /spring, borehole or own tap. 

Source: World Bank estimates based on 2010 LCMS.   

 

Table C6 : Probit regression of moderate poverty 

Dependent var: poverty status coef.

household size 0.26 ***

household size squared -0.01 ***

female head 0.04

head: some but incomplete primary -0.04

head: completed primary, incomplete jr. sec -0.15 **

head: completed jr. sec, incomplete sr. sec -0.43 ***

head: completed 12th gr or O-level -0.89 ***

head: completed A-level or higher -1.63 ***

head: wage employment for current activity -0.09

head: running business/self-employed -0.36 ***

head: all other activities 0.09

head: employed by gov, parastat, int'l org, ngo -0.61 ***

head: employed by private sector or employer/partner -0.38 ***

head: other employment status -0.11

urban area -0.35 ***

Central -0.13

Copperbelt -0.05

Eastern 0.24 **

Luapula 0.51 ***

Northern 0.31 ***

Northwestern 0.19

Southern 0.23 **

Western 0.43 ***

_constant -0.39 ***

R2 0.28

N 19385

note:  *** p<0.01, ** p<0.05, * p<0.1  

Source: World Bank estimates based on 2010 LCMS.   
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Table C7: Mortality Rates, by Gender, Area, and Province, 2007 

Survey 
ZDHS 2007 

Infant 
mortality 

Child 
mortality 

Under-five 
mortality 

Gender  

Male 91 66 151 
Female 73 55 124 

Residence 

Urban 80 56 132 
Rural 82 62 139 

Province 

Central 64 57 118 
Copperbelt 79 59 132 
Eastern 82 75 151 
Luapula 97 66 157 
Lusaka 85 55 135 
Northern 94 72 159 
North-Western 65 46 108 
Southern 64 42 103 
Western 97 47 139 

Note: All mortality rates are computed for the ten-year period preceding the survey. 
Source: CSO, (2009),ZDHS 2007. 
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Appendix D 

Labor and Employment 

 

 

Table D1: Overview of the Zambian Labor Market, 2010 

  Number 
% 
Share  

Working Age (15-65) 8 209 220   

Labour Force 4 939 081 60.17 

Expanded Employment (including unpaid family workers and HH enterprises) 4 454 469   

Formal Sector 779 591 17.50 

Urban Informal 530 468 11.91 

Rural Informal (Non-Agric) 257 848 5.79 

Agriculture 1 697 514 38.11 

Household Enterprises-self employed 242 966 5.45 

Multiple Activities 936 022 21.01 

Unpaid Family Work and zero sales income 10 060  

Unemployed and zero sales income 484 612   
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Table D2: Labor force participation and unemployment rates, 2010 

  Labor Force Participation Rate Unemployment Rate 

Algeria 43.3 10 

Botswana 76.6 
 Egypt 48.8 9.4 

Kenya 66.3 
 Liberia 60.9 3.6 

Mauritius 59.5 8.4 

Morocco 49.5 10 

Nigeria 55.5 4.9 

South Africa 60.4 25 

Zambia 60.2 9.8 

Source: ILO (2010) http://laborsta.ilo.org/applv8/data/EAPEP/eapep_E.html; Office National des Statistiques (ONS) – Algeria; Central Agency for Public Mobilization And Statistics - Arab Republic of Egypt; Liberia 

Bureau of Statistics; The Central Statistics Office (CSO) - Republic of Mauritius; HCP Morocco Statistics; National Bureau of Statistics, Federal Republic of Nigeria; Statistics South Africa; Own Calculations from 

Living Conditions Monitoring Survey 2010 and Quarterly Labor Force Survey 2010Q2. South Africa expanded labor force participation rate used. 

 

Table D3: Matrix of new segmentation, accounting for multiple activities 

  Formal Sector Urban Informal 
Rural Informal 

(Non-Agricultural) Agriculture 

Household 
Enterprises-self 

employed 

Unpaid 
Family Work 

and zero 
sales income 

Unemployed 
and zero sales 

income 

Formal Sector 870 101 
  

90 511 
   Urban Informal 

 
652 005 

 
88 807 18 661 

  Rural Informal (Non-Agricultural) 
  

981 823 
 

651 856 
  Agriculture 90 511 88 807 

 
1 697 514 

   Household Enterprises-self employed 
 

18 661 651 856 
 

242 966 
  Unpaid Family Work and zero sales income 

     
10 060 

 Unemployed and zero sales income             484 612 

Share of Individuals reporting multiple activities 9.42 14.15 39.90 9.55 73.40 0 0 

Source: Own Calculations from Living Conditions Monitoring Survey 2010  

 

http://laborsta.ilo.org/applv8/data/EAPEP/eapep_E.html


137 
 

 

Table D4: Trends in Labor force participation, employment and unemployment 

  

LFPF (LF as 
% of 

Working 
Age 

Population
) 

Employmen
t (% of 

Labor Force) 

Unemploymen
t Rate 

Unpaid Family 
Work (% of 

Labor Force) 

Formal 
Sector (% of 
Employment

) 

Urban 
Informal (% 

of 
Employment

) 

Rural 
Informal (% 

of 
Employment

) 

Agriculture 
(% of 

Employment
) 

Household 
Enterprises 

(% of 
Employment

) 

Multiple 
Activities (% 

of 
Employment

) 

By Province 

         Central 59.31 93.5 6.27 0.2 15.04 8.18 8.02 39.37 5.77 23.62 

Copperbelt 54.06 76.4 23.51 0.1 38.74 29.89 2.31 12.52 7.14 9.4 

Eastern 65.94 98.2 1.72 0.1 5.78 2.96 4.09 47.14 5.4 34.63 

Luapula 61.16 96.0 3.68 0.3 6.67 2.44 7.72 53.61 3.89 25.67 

Lusaka 59.94 74.6 25.04 0.3 43.09 36.91 4.7 4.94 4.35 6.01 

Northern 62.56 97.5 2.35 0.2 5.95 4.51 6.21 54.75 3.76 24.82 

North West 56.63 95.4 4.28 0.3 11.52 5.49 6.84 52.23 6.58 17.35 

Southern 59.99 93.2 6.65 0.2 16.95 7.97 6.12 36.26 6.43 26.26 

Western 62.62 96.7 3.02 0.3 9.95 3.65 8.9 56.18 6.54 14.79 

By Stratum 

          Small-Scale 
Agricultural 

63.18 
98.8 

1.1 
0.1 

5.45 0 6.93 56.05 5.43 26.15 

Medium-Scale Ag. 58.24 100.0 0.02 0.0 4.52 0 5.91 47.56 7.8 34.21 

Large-Scale Ag. 58.83 100.0 0 0.0 4.92 0 4.35 32.31 7.69 50.72 

Non-Ag. Rural 57.51 89.2 10.45 0.3 40.48 0 30.13 17.19 2.22 9.98 

Low-Cost Urban 56.12 73.9 25.76 0.3 36.42 45.91 0 0 5.88 11.79 

Medium-Cost Urban 55.37 74.7 25.04 0.3 57.99 30.79 0 0 5.62 5.6 

High-Cost Urban 56.47 78.7 21.09 0.2 62.62 28.12 0 0 5.35 3.91 

Total 60.16 90.0 9.81 0.2 17.54 11.94 5.8 38.19 5.47 21.06 

Source: Own Calculations from Living Conditions Monitoring Survey 2010



138 
 

Table D5: A Profile of the Employed 

  
Formal 
Sector Share Urban Informal Share Rural Informal Share Agriculture Share 

Household 
Enterprises Share 

Multiple 
Activities Share 

By Gender 
 

 

 

 

 

 

 

 

 

 

 

 

Male 
550042 
(27342) 

70.6 284505 
(20709) 

53.6 145567 
(10766) 

56.5 891429 
(38435) 

52.5 110460 
(7769) 

45.5 291156 
(16746) 

31.1 

 

[496388;603
695] 

 [243867;325144
] 

 [124440;166695
] 

 
[816006;966851] 

 
[95215;125704] 

 
[258294;324018] 

 

Female 
229120 
(14454) 

29.4 245608 
(16700) 

46.3 112222 
(9829) 

43.5 805875 
(41504) 

47.5 132140 
(8987) 

54.4 644802 
(34014) 

68.9 

  
[200756;257

485] 
 [212836;278380

] 
 

[92934;131510] 
 

[724429;887321] 
 

[114504;149775] 
 

[578055;711548] 
 

By Location  
 

 

 

 

 

 

 

 

 

 

 

 

Rural 
231260 
(19453) 

29.7 

 

 257848 
(18557) 

100.0 1697514 
(75328) 

100.0 168989 
(14056) 

69.6 809315 
(46977) 

86.5 

 

[193086;269
434] 

 

 

 [221432;294264
] 

 [1549695;1845333
] 

 
[141407;196571] 

 
[717130;901500] 

 

Urban 
548331 
(37124) 

70.3 530468 
(36163) 

100.0 

 

 

 

 73976 
(6021) 

30.4 126707 
(12257) 

13.5 

  
[475481;621

180] 
 [459505;601432

] 
 

 

 

 

 
[62161;85792] 

 
[102654;150760] 

 

By Age 
 

 

 

 

 

 

 

 

 

 

 

 

15-24 
83962 
(7030) 

10.8 68222 
(5117) 

12.9 50949 
(5402) 

19.8 286178 
(17878) 

16.9 141768 
(8956) 

58.3 393665 
(23291) 

42.1 

 

[70168;9775
6] 

 
[58181;78263] 

 
[40349;61550] 

 
[251095;321260] 

 
[124194;159342] 

 
[347960;439370] 

 

25-34 
319480 
(16788) 

41.0 218344 
(16342) 

41.2 101648 
(8865) 

39.4 525043 
(25151) 

30.9 64884 
(6055) 

26.7 262225 
(15509) 

28.0 

 

[286535;352
425] 

 [186275;250412
] 

 
[84252;119045] 

 
[475688;574398] 

 
[53003;76765] 

 
[231791;292660] 

 

35-44 
223700 
(13692) 

28.7 144626 
(10761) 

27.3 68115 
(6232) 

26.4 422638 
(20779) 

24.9 24499 
(3236) 

10.1 140788 
(8935) 

15.0 

 

[196832;250
568] 

 [123509;165744
] 

 
[55885;80344] 

 
[381863;463414] 

 
[18149;30849] 

 
[123255;158322] 

 

45-54 
118799 
(7041) 

15.2 70998 
(6529) 

13.4 26415 
(3120) 

10.2 291510 
(16306) 

17.2 7659 
(1515) 

3.2 82294 
(5948) 

8.8 

 

[104983;132
615] 

 
[58186;83810] 

 
[20293;32537] 

 
[259512;323509] 

 
[4686;10632] 

 
[70622;93965] 
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55-65 
33650 
(2801) 

4.3 28278 
(2796) 

5.3 10721 
(1728) 

4.2 172144 
(10022) 

10.1 4156 
(993) 

1.7 57050 
(4699) 

6.1 

  
[28154;3914

6] 
 

[22792;33764] 
 

[7329;14113] 
 

[152477;191812] 
 

[2207;6105] 
 

[47829;66271] 
 

By Education 
 

 

 

 

 

 

 

 

 

 

 

 

None 

490 

(356) 

0.1 249 

(176) 

0.0 79 

(58) 

0.0 1055 

(559) 

0.1 80 

(80) 

0.0 827 

(610) 

0.1 

 
[-207;1188]  [-96;594]  [-35;192]  [-41;2152]  [-77;238]  [-370;2024]  

Grd 1-8 
129770 
(11831) 

16.6 183776 
(14834) 

34.6 141018 
(11094) 

54.7 1079155 
(50107) 

63.6 100319 
(8247) 

41.3 564491 
(31125) 

60.3 

 

[106554;152
987] 

 [154667;212885
] 

 [119249;162788
] 

 
[980827;1177482] 

 
[84135;116502] 

 
[503413;625569] 

 

Grd 9-11 
139571 
(8959) 

17.9 168245 
(12223) 

31.7 64328 
(6515) 

24.9 283957 
(15782) 

16.7 46690 
(4495) 

19.2 152876 
(10605) 

16.3 

 

[121991;157
152] 

 [144259;192231
] 

 
[51543;77112] 

 
[252988;314926] 

 
[37869;55511] 

 
[132065;173687] 

 

CGE O level 
176623 
(12500) 

22.7 112989 
(10604) 

21.3 24777 
(3427) 

9.6 59053 
(5380) 

3.5 58503 
(4483) 

24.1 55690 
(5277) 

5.9 

 

[152094;201
153] 

 
[92181;133797] 

 
[18052;31503] 

 
[48495;69611] 

 
[49705;67301] 

 
[45336;66045] 

 

CGE A level 
3963 

(1173) 
0.5 776 

(340) 
0.1 222 

(222) 
0.1 1454 

(632) 
0.1 97 

(66) 
0.0 962 

(500) 
0.1 

 
[1662;6264]  [109;1443]  [-214;658]  [213;2695]  [-32;227]  [-20;1943]  

Diploma/Cert 
233729 
(15402) 

30.0 35351 
(3997) 

6.7 3338 
(992) 

1.3 7623 
(1470) 

0.4 6243 
(976) 

2.6 7385 
(1208) 

0.8 

 

[203505;263
953] 

 
[27507;43195] 

 
[1391;5285] 

 
[4738;10509] 

 
[4328;8157] 

 
[5015;9755] 

 

Degree 
33959 
(4396) 

4.4 1197 
(372) 

0.2 399 
(386) 

0.2 300 
(175) 

0.0 396 
(206) 

0.2 765 
(302) 

0.1 

 

[25332;4258
6] 

 
[466;1928] 

 
[-358;1155] 

 
[-43;643] 

 
[-9;801] 

 
[173;1358] 

 

Masters 
8698 
2402) 

1.1 11 
(11) 

0.0 107 
(107) 

0.0 142 
(112) 

0.0 

 

 113 
(90) 

0.0 

  
[3985;13411

] 
 

[-10;32] 
 

[-103;317] 
 

[-79;362] 
 

 

 
[-63;289] 

 

By Province 
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Central 
72261 

(12132) 
9.3 39331 

(9025) 
7.4 38555 

(7670) 
15.0 189174 

(29211) 
11.1 27747 

(4777) 
11.4 113487 

(18474) 
12.1 

 

[48455;9606
8] 

 
[21620;57042] 

 
[23504;53607] 

 
[131853;246496] 

 
[18373;37120] 

 
[77234;149740] 

 

Copperbelt 
206886 
(23597) 

26.5 159645 
(23378) 

30.1 12323 
(2510) 

4.8 66885 
(13272) 

3.9 38150 
(4963) 

15.7 50182 
(9186) 

5.4 

 

[160581;253
191] 

 [113769;205521
] 

 
[7398;17249] 

 
[40841;92929] 

 
[28411;47890] 

 
[32157;68207] 

 

Eastern 
39882 
(7107) 

5.1 20414 
(5592) 

3.8 28244 
(5365) 

11.0 325460 
(42338) 

19.2 37299 
8530) 

15.4 239087 
(31524) 

25.5 

 

[25935;5382
8] 

 
[9440;31388] 

 
[17716;38773] 

 
[242378;408543] 

 
[20559;54038] 

 
[177226;300947] 

 

Luapula 
25241 
(4612) 

3.2 9244 
(2971) 

1.7 29220 
(7687) 

11.3 202835 
(34564) 

11.9 14730 
(4007) 

6.1 97117 
(16142) 

10.4 

 

[16191;3429
2] 

 
[3414;15075] 

 
[14136;44305] 

 
[135009;270660] 

 
[6867;22593] 

 
[65440;128794] 

 

Lusaka 
233943 
(29906) 

30.0 200367 
(26586) 

37.8 25490 
(6248) 

9.9 26837 
(6976) 

1.6 23622 
(3733) 

9.7 32637 
(6586) 

3.5 

 

[175258;292
629] 

 [148197;252538
] 

 
[13229;37751] 

 
[13148;40526] 

 
[16297;30946] 

 
[19714;45561] 

 

Northern 
36282 
(5456) 

4.7 27509 
(5150) 

5.2 37837 
(9730) 

14.7 333698 
(39433) 

19.7 22919 
(4440) 

9.4 151291 
(21286) 

16.2 

 

[25576;4698
8] 

 
[17402;37616] 

 
[18744;56929] 

 
[256317;411078] 

 
[14205;31632] 

 
[109520;193062] 

 

North West 
28632 
(5712) 

3.7 13647 
(3836) 

2.6 17008 
(3932) 

6.6 129868 
(19453) 

7.7 16357 
(3222) 

6.7 43135 
(10857) 

4.6 

 

[17424;3984
0] 

 
[6120;21174] 

 
[9293;24723] 

 
[91694;168042] 

 
[10034;22680] 

 
[21829;64441] 

 

Southern 
99166 

(14217) 
12.7 46634 

(9285) 
8.8 35805 

(6498) 
13.9 212135 

(29648) 
12.5 37612 

(6629) 
15.5 153637 

(20595) 
16.4 

 

[71267;1270
65] 

 
[28415;64854] 

 
[23053;48556] 

 
[153954;270315] 

 
[24603;50621] 

 
[113224;194051] 

 

Western 
37298 
(7616) 

4.8 13675 
(4002) 

2.6 33365 
(7647) 

12.9 210622 
(35707) 

12.4 24530 
(6035) 

10.1 55449 
(13255) 

5.9 

  
[22352;5224

4] 
 

[5823;21528] 
 

[18360;48370] 
 

[140551;280692] 
 

[12687;36373] 
 

[29438;81459] 
 

By Stratum 
 

 

 

 

 

 

 

 

 

 

 

 

Small Scale Agri 
157046 
(12697) 

20.1 

 

 199880 
(15195) 

77.5 1616552 
(72625) 

95.2 156637 
(13443) 

64.5 754076 
(44555) 

80.6 

 
[132131;181  

 

 [170062;229699  [1474037;1759067  [130257;183017]  [666645;841507]  
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962] ] ] 

Medium Scale Agri 
4776 
(795) 

0.6 

 

 6253 
(1327) 

2.4 50285 
(5329) 

3.0 8250 
(1536) 

3.4 36166 
(4418) 

3.9 

 
[3216;6335]  

 

 [3648;8858]  [39827;60743]  [5237;11263]  [27497;44835]  

Large Scale Agri 
195 
(89) 

0.0 

 

 172 
(74) 

0.1 1280 
(440) 

0.1 305 
(112) 

0.1 2009 
(575) 

0.2 

 
[20;369]  

 

 [28;317]  [416;2144]  [84;525]  [881;3137]  

Non Agri Rural 
69243 
(9374) 

8.9 

 

 51542 
(6645) 

20.0 29397 
(4321) 

1.7 3798 
(1198) 

1.6 17064 
(4461) 

1.8 

 

[50848;8763
8] 

 

 

 
[38502;64583] 

 
[20917;37878] 

 
[1447;6148] 

 
[8310;25819] 

 

Low Cost Urban 
337083 
(28887) 

43.2 424972 
(34918) 

80.1 

 

 

 

 54442 
(5576) 

22.4 109089 
(12139) 

11.7 

 

[280398;393
769] 

 [356450;493493
] 

 

 

 

 

 
[43501;65383] 

 
[85268;132909] 

 

Medium Cost 
Urban 

129764 
(21732) 

16.6 68903 
(11211) 

13.0 

 

 

 

 12578 
(2350) 

5.2 12530 
(2394) 

1.3 

 

[87118;1724
10] 

 
[46903;90904] 

 

 

 

 

 
[7967;17189] 

 
[7832;17228] 

 

High Cost Urban 
81483 

(15335) 
10.5 36594 

(7586) 
6.9 

 

 

 

 6956 
(1397) 

2.9 5088 
(1065) 

0.5 

  
[51391;1115

76] 
 

[21707;51480] 
 

 

 

 

 
[4216;9697] 

 
[2998;7178] 

 

Total 
779591 
(38765) 

100.0 530468 
(36163) 

100.0 257848 
(18557) 

100.0 1697514 
(75328) 

100.0 242966 
(14450) 

100.0 936022 
(46387) 

100.0 

  
[703520;855

661] 
 [459505;601432

] 
 [221432;294264

] 
 [1549695;1845333

] 
 

[214611;271320] 
 [844994;1027050

] 
 

 

Source: Own Calculations from Living Conditions Monitoring Survey 2010  

Notes:   Standard Errors in parentheses 
              95 percent confidence intervals in brackets 
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Table D6: Multinomial logit estimates of labor force sector choice 
  (I) (II) (III) (IV) (V) (VI) 

VARIABLES 
Formal 
Sector Urban Informal Rural Informal Agriculture 

Household 
Enterprises 

Unpaid Family 
Work and 

unemployed 
Multi-sector 

activities 

urban 
 

22.04*** -36.27*** -36.01*** -0.785*** 1.806*** -1.355*** 

  
(0.255) (0.0790) (0.0760) (0.0888) (0.107) (0.0733) 

male 
 

-0.756*** -0.355*** -0.343*** -0.998*** -1.121*** -1.361*** 

  
(0.0578) (0.100) (0.0751) (0.0864) (0.0651) (0.0703) 

age_25_34 
 

-0.0545 -0.118 -0.339*** -1.292*** -1.345*** -1.189*** 

  
(0.0941) (0.146) (0.112) (0.113) (0.0878) (0.104) 

age_35_44 
 

-0.190* -0.0382 -0.124 -1.802*** -2.185*** -1.420*** 

  
(0.103) (0.168) (0.129) (0.153) (0.110) (0.119) 

age_45_54 
 

-0.315*** -0.110 0.409*** -2.269*** -2.462*** -1.142*** 

  
(0.118) (0.203) (0.155) (0.227) (0.148) (0.141) 

age_55_65 
 

-0.0589 0.791*** 1.683*** -1.596*** -2.288*** 0.113 

  
(0.165) (0.296) (0.239) (0.318) (0.206) (0.209) 

none_gr8 
 

-0.0811** -0.0114 -0.0624* -0.0649 -0.0973** -0.0905*** 

  
(0.0339) (0.0401) (0.0324) (0.0417) (0.0386) (0.0316) 

gr9_gr11 
 

-0.205*** -0.135 -0.394*** -0.260*** -0.209*** -0.355*** 

  
(0.0487) (0.0942) (0.0736) (0.0793) (0.0601) (0.0637) 

CGE_O 
 

-0.460*** -0.456* -0.631*** 0.446** 0.156 -0.261 

  
(0.115) (0.258) (0.203) (0.196) (0.139) (0.166) 

CGE_A 
 

-1.290** -1.018 0.0816 -2.413*** -1.129* -0.279 

  
(0.503) (1.111) (0.572) (0.742) (0.638) (0.494) 

Diploma/Cer 
 

-0.172 -1.901* -3.236*** 0.139 -0.748 -2.381*** 

  
(0.506) (1.144) (0.595) (0.751) (0.643) (0.515) 

Degree 
 

-1.551*** 0.432 -0.979 -0.155 -0.758** 0.253 

  
(0.299) (1.026) (0.721) (0.494) (0.328) (0.550) 

Master’s 
 

-3.401*** 1.704 3.311** -34.91*** -2.030* 0.492 

  
(1.056) (1.628) (1.686) (0.547) (1.121) (0.998) 

Copperbelt 
 

-0.190** -0.720*** -0.852*** -0.105 0.383*** -0.727*** 

  
(0.0858) (0.174) (0.133) (0.132) (0.104) (0.118) 

Eastern 
 

0.342*** -0.151 0.351** 0.595*** -0.215 1.074*** 

  
(0.132) (0.193) (0.149) (0.186) (0.209) (0.144) 
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Luapula 
 

-0.516*** 0.725*** 0.674*** 0.202 -0.134 0.912*** 

  
(0.143) (0.194) (0.162) (0.202) (0.199) (0.157) 

Lusaka 
 

0.0685 -0.453** -2.264*** -0.768*** 0.364*** -1.312*** 

  
(0.0858) (0.181) (0.159) (0.143) (0.104) (0.132) 

Northern 
 

0.232** 0.677*** 1.056*** 0.492*** 0.00741 1.141*** 

  
(0.113) (0.183) (0.143) (0.184) (0.159) (0.139) 

N-western 
 

-0.249* 0.267 0.497*** 0.450** -0.129 0.230 

  
(0.132) (0.215) (0.168) (0.187) (0.175) (0.166) 

Southern 
 

-0.00559 -0.473*** -0.462*** -0.0543 0.0614 0.130 

  
(0.104) (0.162) (0.125) (0.155) (0.129) (0.121) 

married 
 

-0.190*** 0.0969 0.505*** -1.371*** -1.155*** -0.0951 

  
(0.0631) (0.117) (0.0891) (0.0999) (0.0712) (0.0811) 

Constant 
 

-19.73 1.016*** 2.930*** 2.552*** 1.653*** 3.651*** 

  
(0) (0.300) (0.238) (0.293) (0.284) (0.232) 

Observations 34,373 34,373 34,373 34,373 34,373 34,373 34,373 
Source: Own Calculations from Living Conditions Monitoring Survey 2010  
Notes: Robust Standard Errors in parenthesis *** p<0.01, ** p<0.05, * p<0.1 

 The coefficients are the marginal effect of each variable on the probability of participating in a particular labor  market segment relative to the base category (formal sector) 

 

Table D7: Selectivity corrected estimates of income equations 

  (I) (II) (III) (IV) (V) (VI) 

VARIABLES 
Formal Sector Urban Informal Rural Informal Agriculture 

Household 
Enterprises Multiple activities 

  
      Urban 0.192*** 

   
-0.701*** -0.124* 

  (0.0686) 
   

(0.174) (0.0708) 

Male 0.192*** 0.472*** -0.139 0.000380 -0.160 -0.152** 
  (0.0566) (0.136) (0.189) (0.0641) (0.174) (0.0667) 

none_gr8 0.0691** -0.0148 -0.00756 0.116*** 0.0327 0.0984*** 

 
(0.0341) (0.0580) (0.0488) (0.0197) (0.0467) (0.0178) 

gr9_gr11 0.240*** 0.267*** 0.349*** 0.160*** 0.0511 0.212*** 

 
(0.0485) (0.0939) (0.122) (0.0512) (0.180) (0.0550) 

CGE_O 0.00371 0.172 -0.279 -0.0715 0.571 0.00412 

 
(0.101) (0.238) (0.371) (0.198) (0.452) (0.164) 

CGE_A 0.459*** -1.565*** 1.722*** -0.587 -2.604 -0.605* 

 
(0.135) (0.320) (0.626) (0.388) (4.302) (0.313) 
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Diploma/Cert 0.129 1.977*** -1.355 0.895** 3.290 1.174** 

 
(0.134) (0.295) (1.005) (0.455) (4.317) (0.460) 

degree 0.300*** 1.930*** 2.824*** -0.0579 1.536** -0.144 

 
(0.0845) (0.703) (0.996) (0.375) (0.765) (0.661) 

Master’s 0.451*** 
 

-6.092*** 1.233*** 
 

0.844 
  (0.126) 

 
(0.819) (0.473) 

 
(0.621) 

Managers 0.907*** 0.865* -0.125 
  

5.232*** 

 
(0.121) (0.466) (0.852) 

  
(0.404) 

Professionals 0.756*** 0.557* -0.431 
 

-0.0386 5.989*** 

 
(0.101) (0.319) (0.732) 

 
(0.375) (0.579) 

Technicians 0.633*** 0.285 0.0423 1.683*** 
 

1.333** 

 
(0.111) (0.313) (0.645) (0.289) 

 
(0.615) 

Clerks 0.478*** 0.286 -1.073*** 
 

2.133* -0.0420 

 
(0.0942) (0.361) (0.343) 

 
(1.224) (1.513) 

Service workers 0.113 -0.0647 -0.0696 1.110** -0.262 0.612 

 
(0.0859) (0.172) (0.267) (0.443) (1.184) (0.688) 

Agriculture -0.338* -0.150 -0.948*** 0.379 0.754*** -0.182* 

 
(0.187) (0.230) (0.276) (0.307) (0.171) (0.0990) 

Craft workers 0.242** -0.117 -1.616*** -0.917 1.306* 0.529 

 
(0.117) (0.213) (0.473) (0.636) (0.683) (0.843) 

Operators 0.483*** 0.551*** -0.616 1.489 0.341 1.468*** 

 
(0.102) (0.213) (0.445) (0.987) (0.788) (0.481) 

Armed forces 0.639*** 0.854 1.308** 1.866*** 
 

0.187 
  (0.153) (0.631) (0.575) (0.459) 

 
(0.603) 

Mining 0.794*** 1.065*** -1.735*** 
  

0.281 

 
(0.106) (0.320) (0.560) 

  
(0.288) 

Manufacturing 0.0212 0.0275 -0.0274 
 

0.693 -1.089* 

 
(0.108) (0.275) (0.430) 

 
(0.673) (0.560) 

Utilities 0.423*** 1.110*** 
   

3.601** 

 
(0.140) (0.315) 

   
(1.511) 

Construction -0.361 0.187 1.195** 
 

-0.846** -3.360*** 

 
(0.224) (0.321) (0.583) 

 
(0.362) (0.837) 

Trade -0.210* -0.714*** -1.154*** 
 

0.258 -0.226 

 
(0.126) (0.260) (0.335) 

 
(1.180) (0.441) 

Transport 0.136 0.299 0.401 
  

0.699 

 
(0.119) (0.280) (0.717) 

  
(0.567) 

Finance 0.514*** 0.395 0.145 
   

 
(0.121) (0.604) (0.434) 

   CSP 0.187* 0.781*** 0.273 
 

1.282*** -2.349*** 

 
(0.0989) (0.231) (0.696) 

 
(0.376) (0.608) 
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Real Estate and 
Scientific/Technical  activities 0.307*** -3.270*** 1.819** 

 
-2.299*** -1.657** 

 
(0.115) (1.225) (0.756) 

 
(0.727) (0.703) 

Accommodation 0.0670 0.492* -0.131 
 

-1.459*** -0.292 

 
(0.103) (0.295) (0.544) 

 
(0.288) (0.546) 

Other -0.271* 0.711*** -0.877* 
 

1.373 0.118 
  (0.144) (0.221) (0.526) 

 
(0.903) (0.675) 

experience 0.0355*** 0.0154 0.0393 0.0351*** 0.00449 0.0345*** 

 
(0.00794) (0.0224) (0.0301) (0.00992) (0.0282) (0.00889) 

Experience Square -0.000441** -0.000587 -0.00102 -0.000496*** 0.000167 -0.000393** 
  (0.000183) (0.000467) (0.000666) (0.000183) (0.000618) (0.000182) 

emplambda -0.00720 -0.104 0.0301 0.110 -0.0144** 0.0152 
  (0.00837) (0.115) (0.0790) (0.117) (0.00667) (0.0350) 

Constant 10.86*** 10.94*** 10.84*** 8.135*** 9.201*** 9.448*** 
  (0.276) (0.550) (0.628) (0.390) (0.565) (0.184) 

Observations 7,113 2,288 928 6,363 2,058 4,829 
R-squared 0.385 0.214 0.174 0.055 0.055 0.125 

Source: Own Calculations from Living Conditions Monitoring Survey 2010  
Notes: Robust Standard Errors in parenthesis *** p<0.01, ** p<0.05, * p<0.1 

            Provincial cohorts were included in the earnings functions. 

 

Table D8: Employment, by industry and occupation 

  Formal Sector Urban Informal Rural Informal Agriculture Household Enterprises Multiple activities 

By Occupation 
      

Managers 
28129 
(3417) 

9914 
(2664) 

4611 
(1793) 

 

123 
(123) 

314 
(150) 

 
[21423;34834] [4687;15141] [1092;8130] 

 
[-119;365] [20;609] 

Professionals  
188115 
(11536) 

8260 
(1272) 

3342 
(2138) 

 

15 
(15) 

304 
(135) 

 
[165478;210751] [5763;10757] [-854;7538] 

 
[-14;45] [39;569] 

Technicians  
64988 
(6373) 

12036 
(1807) 

4771 
(1236) 

173 
(173) 

13 
(13) 

995 
(411) 

 
[52483;77494] [8490;15581] [2346;7196] [-167;513] [-13;39] [188;1803] 

Clerks 
47606 
(4156) 

11699 
(3459) 

227 
(198) 

 

360 
(360) 

459 
(226) 

 
[39451;55762] [4910;18487] [-162;616] 

 
[-346;1065] [16;902] 
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Service & Sales Workers 
117572 
(8842) 

245980 
(18419) 

74952 
(8450) 

2088 
(634) 

772 
(347) 

11556 
(1684) 

 
[100221;134923] [209837;282124] [58370;91535] [845;3332] [92;1452] [8252;14861] 

Skilled agricultural and fishery workers  
22332 
(3440) 

19875 
(2617) 

75261 
(7990) 

1634808 
(72589) 

38014 
(6231) 

756919 
(42682) 

 
[15582;29082] [14740;25010] [59582;90941] [1492364;1777252] [25787;50241] [673162;840675] 

Craft & Trade Workers  
86748 
(6262) 

78016 
(6391) 

38063 
(4253) 

2925 
(962) 

326 
(249) 

3758 
(1450) 

 
[74459;99037] [65474;90558] [29717;46408] [1039;4812] [-164;815] [912;6603] 

Operators & Assemblers 
72233 
(6310) 

35948 
(3707) 

15316 
(2642) 

756 
(511) 

207 
(147) 

1600 
(905) 

 
[59852;84615] [28674;43222] [10131;20500] [-246;1758] [-80;495] [-175;3375] 

Elementary Occupations  
132932 
(12640) 

103102 
(10135) 

35994 
(4749) 

33627 
(13125) 

10616 
(3897) 

125749 
(17529) 

 
[108128;157736] [83214;122990] [26676;45313] [7872;59382] [2969;18263] [91351;160147] 

Armed Forces 
9085 

(1963) 
1237 
(493) 

471 
(254) 

6623 
(4537) 

 

1695 
(747) 

  [5232;12938] [269;2205] [-28;970] [-2281;15527] 
 

[228;3161] 

By Industry 
      

Agriculture, forestry and fishing 
107120 
(15011) 

20630 
(2668) 

80653 
(7983) 

1664134 
(73334) 

47944 
(7315) 

873470 
(45141) 

 
[77663;136576] [15394;25866] [64987;96318] [1520228;1808040] [33589;62299] [784889;962052] 

Mining and quarrying 
54861 
(8364) 

3763 
(886) 

1779 
(1104) 

1658 
(767) 

0 
(0) 

2455 
(1012) 

 
[38447;71274] [2024;5503] [-387;3946] [152;3164] [0;0] [470;4440] 

Manufacturing 
51427 
(4705) 

42521 
(3890) 

29529 
(4262) 

1321 
(670) 

399 
(263) 

3743 
(1506) 

 
[42194;60659] [34887;50155] [21165;37892] [6;2635] [-116;915] [787;6699] 

Electricity, gas and water 
15122 
(2354) 

857 
(420) 

   

15 
(15) 

 
[10503;19740] [34;1681] 

   
[-14;45] 

Construction 
42493 
(4339) 

27330 
(3177) 

7668 
(1447) 

70 
(53) 

96 
(96) 

270 
(204) 

 
[33978;51008] [21096;33565] [4827;10508] [-34;173] [-92;285] [-130;67] 

Wholesale and retail trade 
61661 
(5117) 

268258 
(19785) 

104280 
(10447) 

4565 
(1184) 

1331 
(526) 

15499 
(2471) 
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[51620;71702] [229432;307083] [83780;124780] [2242;6889] [299;2363] [10650;20348] 

Transport, storage and communication 
47849 
(4884) 

36442 
(3972) 

4473 
(1510) 

289 
(261) 

 

578 
(341) 

 
[38265;57432] [28647;44237] [1511;7436] [-222;801] 

 
[-91;1247] 

Financial and business services 
16987 
(2550) 

1211 
(343) 

108 
(108) 

27 
(27) 

  

 
[11984;21990] [538;1885] [-104;320] [-26;81] 

  
Community, social and personal (CSP) services 

283516 
(15017) 

21923 
(2820) 

8087 
(1646) 

480 
(313) 

28 
(20) 

447 
(206) 

 
[254047;312985] [16389;27458] [4856;11318] [-134;1094] [-11;67] [42;852] 

Professional 
12072 
(1941) 

5712 
(1700) 

243 
(193) 

 

87 
(87) 

127 
(127) 

 
[8262;15881] [2377;9048] [-136;621] 

 
[-83;256] [-122;375] 

Accommodation & Info Services 
38374 
(3916) 

16124 
(2632) 

5070 
(1600) 

6901 
(4592) 103(103) 

2879 
(1207) 

 
[30690;46059] [10960;21289] [1930;8209] [-2110;15912] [-99;306] [510;5248] 

Other 
35729 
(4013) 

80440 
(8380) 

10397 
(1912) 

2626 
(2626) 

604 
(305) 

3567 
(1393) 

  [27854;43605] [63996;96885] [6646;14148] [-2527;7778] [4;1203] [833;6301] 

Total 
779591 
(38765) 

530468 
(36163) 

257848 
(18557) 

1697514 
(75328) 

242966 
(14450) 

936022 
(46387) 

  [703520;855661] [459505;601432] [221432;294264] [1549695;1845333] [214611;271320] [844994;1027050] 

Source: Own Calculations from Living Conditions Monitoring Survey 2010  

Notes:   Standard Errors in parentheses 
              95 percent confidence intervals in brackets 
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Table D9: Unemployment rates, by province 

  Rural Urban 
 

Urban/Rural Gap 

Central 1.08 24.01 * 22.25 

Copperbelt 4.47 28.22 * 6.32 

Eastern 0.86 10.94 * 12.71 

Luapula 2.81 10.99 
 

3.91 

Lusaka 4.25 28.97 * 6.82 

Northern 0.86 11.81 * 13.69 

North Western 1.43 16.14 * 11.31 

Southern 1.33 23.71 * 17.83 

Western 2.13 10.35 * 4.87 
Source: Own Calculations from Living Conditions Monitoring Survey 2010  
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Table D10: Decomposition of Mean Income 

        

  Formal Sector Urban Informal Rural Informal Agriculture 
Household 
Enterprises Multiple activities 

Male  
2647095.6 
(506,007.1) 

512091.7 
(31,766.1) 

140916.5 
(14,608.2) 

65674.2 
(3,597.7) 

55798.6 
(4,633.1) 

95888.6 
(12,133.6) 

 
[1654137;3640054.2] [449755.9;574427.6] [112250.3;169582.7] [58614.3;72734.2] [46706.9;64890.3] [72078.3;119699] 

Female 
2044161.7 
(254,083.1) 

421089 
(74,782.9) 

129503.1 
(36,122.3) 

56199 
(2,994.2) 

61379.1 
(4,836.6) 

66875.5 
(4,131.5) 

  [1545563.9;2542759.6] [274339.4;567838.7] [58618.8;200387.5] [50323.3;62074.7] [51888.1;70870.1] [58768.2;74982.9] 

Rural 
3544547.5 

(1,228,116.6) 
 

135989.1 
(18,733.0) 

61258.5 
(3,018.9) 

54235.4 
(4,422.6) 

69071 
(5,579.8) 

 
[1134563.3;5954531.7] 

 
[99228.7;172749.6] [55334.4;67182.6] [45556.9;62914] [58121.4;80020.5] 

Urban  2021363.5(119,404.2) 
473642.7 
(38,437.2) 

  

69096.1 
(8,494.3) 

130201.3 
(23,340.6) 

  [1787051.7;2255675.3] [398215.8;549069.7]   [52427.4;85764.8] [84399.1;176003.5] 

15-24 
749922.3 
(65,546.7) 

378580.7 
(101,467.4) 

109993.7 
(14,367.7) 

46792.6 
(4,395.5) 

54016.2 
(3,834.0) 

49245.4 
(3,099.6) 

 
[621297.3;878547.4] [179467.1;577694.3] [81799.3;138188.1] [38167.2;55418.1] [46492.6;61539.8] [43162.9;55327.9] 

25-34 
2441245.3 
(525,567.5) 

482448.8 
(41,181.5) 

125318.9 
(15,748.6) 

60928.9 
(3,598.1) 

60271.7 
(8,950.4) 

73284.9 
(7,078.8) 

 
[1409902.3;3472588.2] [401636.6;563261] [94414.9;156223] [53868.1;67989.6] [42708;77835.5] [59393.9;87176] 

35-44 
2889255.2 
(978,604.8) 

482662.1 
(58,999.1) 

119192.1 
(13,864.4) 

71044.4 
(5,938.2) 

69418.7 
(8,624.6) 

87128.1 
(10,018.4) 

 
[968898.3;4809612] [366885.7;598438.5] [91985.4;146398.7] [59391.7;82697.2] [52494.2;86343.2] [67468.5;106787.6] 

45-54 
2877599 

(502,958.0) 
580163.3 
(91,768.8) 

147072.6 
(32,449.2) 

60828.7 
(3,870.4) 

105828.3 
(38,939.9) 

135326.3 
(31,764.8) 

 
[1890623.5;3864574.4] [400081.7;760245] [83396.2;210749] [53233.6;68423.7] [29414.9;182241.8] [72993;197659.6] 

55-65 
2547358.9 
(340,875.9) 

423983.3 
(88,772.3) 

401469.6 
(318,503.0) 

61825.1 
5,164.0) 

47410 
(9,519.8) 

157101.2 
(41,433.9) 

  [1878444;3216273.9] [249781.7;598184.9] [-223542;1026481.2] [51691.5;71958.6] [28728.9;66091] [75793.6;238408.7] 

None 
4500000 

 
 

84755.1 
(31,956.7) 

20389.9 
(2,391.6) 

3888.90 
 

16411 
(11,430.4) 

 
[450000;450000] 

 
[22045.2;147465.1] [15696.7;25083.1] [3888.9;3888.9] [-6019.4;38841.3] 

Grd 1-8 
485235.6 
(73,219.8) 

283039.1 
(36,092.6) 

88600.8 
(7,677.7) 

53708 
(2,589.8) 

45141.7 
(4,085.2) 

53597 
(2,714.6) 

 
[341553.4;628917.8] [212213.1;353865.1] [73534.5;103667.2] [48625.8;58790.1] [37125.1;53158.4] [48270.1;58924] 
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Grd 9-11 
788287 

(42,991.7) 
408977.2 
(42,396.4) 

128218.7 
(15,652.2) 

83554.4 
(7,620.8) 

58524.2 
(8,344.7) 

98190.9 
(10,208.7) 

 
[703922.7;872651.3] [325780.9;492173.5] [97503.7;158933.6] [68599.7;98509] [42149.1;74899.4] [78157.9;118223.9] 

CGE O level 
1627069.7 
(339,610.2) 

537333.9 
(38,419.5) 

247133.4 
(62,525.8) 

111395.8 
(10,940.7) 

77875.8 
(7,908.2) 

180213.5 
(48,944.5) 

 
[960638.5;2293500.8] [461941.7;612726.1] [124436.4;369830.3] [89926.3;132865.3] [62357.2;93394.5] [84167.7;276259.3] 

CGE A level 
2028837 

(314,435.4) 
56666.70 

 
5250000 

 
101018.5 
(83,928.8) 

120010.4 
(58,589.2) 

868714.8 
(911,937.7) 

 
[1411807.5;2645866.6] [56666.7;56666.7] [525000;525000] [-63678.5;265715.4] [5038.4;234982.4] [-920818.3;2658247.9] 

Diploma/Certificate 
4447339.2 

(1,089,839.7) 
1137018 

(133,644.1) 
753250.2 

(241,412.5) 
219202.7 
(58,784.1) 

177601 
(44,153.8) 

853956.9 
(278,578.7) 

 
[2308701.6;6585976.9] 

[874762.6;1399273.5
] [279516.3;1226984] 

[103848.2;334557.2
] [90956.1;264245.8] [307290.4;1400623.4] 

Degree 
4999392.4 
(457,414.2) 

2105316.2 
(363,508.7) 

7231050.3 
(344,859.4) 

42750.3 
(10,665.8) 

809684.7 
(652,747.1) 

2988823.9 
(1,809,082.4) 

 
[4101789.6;5896995.2] 

[1391988.1;2818644.
3] 

[6554318.5;7907782.
1] [21820.4;63680.3] 

[-
471227.9;2090597.3] [-561213.5;6538861.3] 

Masters 
8142566 

(963,953.3) 
 

4388.90 
 

223899.2 
(132,803.5)  

183361.5 
(40,311.8) 

  
[6250960.5;10034171.6

] 
 

[4388.9;4388.9] [-36706.6;484505]  [104255.9;262467.1] 

Central 
1203994.7 
(143,781.9) 

335101 
(44,920.1) 

145263.5 
(16,313.9) 

109188.2 
(13,869.7) 

100048 
(16,262.2) 

133208 
(25,533.3) 

 
[921845.5;1486143.9] [246952.4;423249.5] [113250;177277] [81971.1;136405.2] [68136;131960.1] [83102.9;183313.1] 

Copperbelt 
2025900.6 
(161,711.9) 

451941.1 
(50,269.0) 

150897.9 
(33,455.1) 

65069.5 
(12,720.0) 

50560.1 
(7,031.6) 

127945.1 
(49,945.5) 

 
[1708566.6;2343234.7] [353296.1;550586.1] [85247.5;216548.3] [40108.5;90030.5] [36761.7;64358.5] [29934.9;225955.3] 

Eastern 
4858408.5 

(3,747,693.6) 
328246.7 
(78,069.4) 

242992.5 
(119,324.7) 

68148.3 
(6,759.6) 

60507.6 
(11,518.9) 

60141.9 
(5,661.3) 

 
[-2495846;12212663.1] [175047.9;481445.5] [8836.7;477148.3] [54883.6;81412.9] [37903.6;83111.6] [49032.5;71251.4] 

Luapula 
12297813.9 

(8,636,542.6) 
95964. 

(36,405.9) 
57785.7 

(14,775.5) 
27761.8 
(3,304.3) 

22793.6 
(6,049.2) 

23552.8 
(2,857.7) 

 

[-
4650031.7;29245659.4] [24523.7;167405.2] [28791.1;86780.3] [21277.7;34246] [10923;34664.3] [17945;29160.7] 

Lusaka 
2000936 

(225,956.0) 
534919.8 
(48,326.7) 

240138.5 
(59,970.6) 

73931.1 
(16,760.9) 

81311.1 
(20,040.3) 

142818.7 
(42,069.0) 

 
[1557533.2;2444338.9] [440086.3;629753.4] [122455.6;357821.3] [41040.6;106821.7] [41985.1;120637.1] [60265;225372.5] 

Northern 
3397218.9 

(1,709,320.0) 
206287.1 
(58,597.7) 

79556.4 
(13,677.1) 

49924.9 
(3,843.5) 

39186.3 
(6,485.4) 

60276.9 
(4,462.8) 
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[42949.3;6751488.4] [91298.5;321275.8] [52717.2;106395.6] [42382.6;57467.2] [26459.7;51913] [51519.3;69034.5] 

North Western 
1653929.7 
(216,280.1) 

745906.7 
(193,832.9) 

108976.9 
(33,055.7) 

63746.9 
(9,747.2) 

47273.3 
(11,641.2) 

88105.8 
(33,990.3) 

 
[1229514.2;2078345.2] [365540.3;1126273] [44110.3;173843.6] [44619.5;82874.3] [24429.2;70117.4] [21405.2;154806.3] 

Southern 
2090511.4 
(565,561.1) 

702213.7 
(347,479.9) 

146599.7 
(25,471.2) 

64280.6 
(4,401.1) 

60358.2 
(8,450.8) 

83356.9 
(17,674.8) 

 
[980687.3;3200335.4] [20339.4;1384087.9] [96616.5;196582.8] [55644.2;72917.1] [43774.8;76941.7] [48673;118040.9] 

Western 
2074596.1 
(558,505.4) 

582193.4 
(338,197.6) 

59231.9 
(15,811.0) 

41703.2 
(10,918.0) 

45533.1 
(8,091.1) 

57122.5 
(14,379.9) 

  [978617.7;3170574.5] [-81465.7;1245852.5] [28205.3;90258.5] [20278.3;63128.1] [29655.5;61410.6] [28904.1;85340.9] 

Small Scale 
3429149.9 

(1,444,940.4) 
 

121310.3 
(20,709.0) 

53310.2 
(2,636.6) 

42773.9 
(3,664.8) 

48880.6 
(2,670.6) 

 
[593683.4;6264616.4] 

 
[80672.2;161948.4] [48136.3;58484.2] [35582.4;49965.4] [43640;54121.3] 

Medium Scale 
2808693.9 
(553,638.3) 

 

268771.1 
(65,613.8) 

263629 
(25,269.0) 

185677.1 
(28,824.7) 

215367.1 
(30,707.0) 

 
[1722266.5;3895121.3] 

 
[140014.4;397527.7] 

[214042.6;313215.3
] [129113.1;242241] [155109.5;275624.8] 

Large Scale 
9391481.9 

(3,273,565.1) 
 

2951104.4 
(807,765.3) 

1160534.3 
(345,692.5) 

2666281.5 
(1,016,540.5) 

4134736.4 
(1,491,572.4) 

 

[2967629.3;15815334.4
] 

 

[1365993.1;4536215.
7] 

[482167.5;1838901.
1] 

[671481.9;4661081.1
] 

[1207762.1;7061710.6
] 

Non Agric 
3879215.4 

(2,429,496.7) 
 

211111.9 
(34,839.4) 

30319.7 
(5,452.9) 

31859.5 
(17,981.3) 

159427.3 
(123,331.3) 

 
[-888286.8;8646717.5] 

 
[142745.2;279478.7] [19619.4;41020.1] [-3425.9;67144.9] [-82590.8;401445.3] 

Low Cost 
1432361.7 
(132,542.5) 

425489.2 
(43,720.5) 

 

42818.4 
(5,298.1) 

101628( 
24,030.2) 

 
[1172267.9;1692455.4] [339694.5;511283.8] 

 
[32421.7;53215] [54472.6;148783.4] 

Medium Cost 
2340939.2 
(203,018.8) 

733217.9 
(127,974.9) 

 

154927.9 
(34,217.2) 

282663.6 
(69,223.6) 

 
[1942546.9;2739331.5] [482087.4;984348.3] 

 
[87782.2;222073.7] [146823.3;418504] 

High Cost 
3822463.4 
(294,535.0) 

520022.8 
(55,098.7) 

 

119558 
(24,160.6) 

371887.5 
(114,180.1) 

  [3244485.1;4400441.7] [411900.3;628145.3] 
 

[72146.8;166969.3] [147827;595947.9] 

       
Agriculture 

547932 
(62,110.4) 

264042 
(55,127.6) 

119230.8 
(16,427.3) 

60726.2 
(3,032.6) 

69674.8 
(10,199.8) 

72992.6 
(5,517.2) 

 
[426050.2;669813.9] [155862.6;372221.3] [86994.8;151466.8] [54775.2;66677.1] [49659.3;89690.2] [62165.9;83819.2] 

Mining 
3087186.9 
(304,135.7) 

1120087.5 
(216,965.0) 

19574.5 
(1,271.4) 

36750.5 
(14,466.2) 

 

57832.9 
(36,603.5) 
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[2490368.1;3684005.6] 

[694327.5;1545847.5
] [17079.5;22069.5] [8362.8;65138.1] [-13995.7;129661.5] 

Manufacturing 
1317555.1 
(108,739.2) 

958882.1 
(464,398.6) 

96825.3 
(25,167.3) 

11148.3 
(3,484.8) 

39533.7 
(4,684.1) 

522706.6 
(524,626.4) 

 
[1104171.4;1530938.8] [47572.5;1870191.8] [47438.4;146212.1] [4309.9;17986.6] [30342;48725.5] [-506790.8;1552203.9] 

Electr & Water 
2736983.1 
(268,843.4) 

808032.9 
(149,378.7) 

  
962416.70 

 
[2209419.9;3264546.3] [514900.5;1101165.4] 

  
[962416.7;962416.7] 

Construction 
1409480.7 
(225,480.8) 

475950.7 
(60,561.3) 

200802.5 
(47,275.5) 

5833.30 
 

62500 
 

46951.5 
(61,375.9) 

 
[967009.9;1851951.5] [357108.6;594792.9] [108031.8;293573.2] [5833.3;5833.3] [6250;6250] [-73489.1;167392.1] 

Trade 
991536.1 
(90,792.8) 

351754.5 
(42,385.1) 

75809.8 
(8,465.4) 

83526.2 
(28,596.6) 

73597.9 
(24,056.4) 

84028.6 
(21,888.5) 

 
[813369.4;1169702.7] [268580.3;434928.6] [59197.7;92421.9] [27409.9;139642.5] [26391;120804.7] [41075.8;126981.3] 

Transport 
1719667.8 
(465,949.6) 

660621.1 
(62,897.6) 

390772.7 
(117,012.2) 

366441 
(4,990.2) 

405338.3 
(87,769.7) 

 
[805314.5;2634021.1] [537194.3;784047.9] [161154.6;620390.8] [356648.5;376233.5] [233103.9;577572.7] 

Fin Services 
4398988.9 
(501,299.9) 

997303.4 
(495,485.3) 

2400000 
 

2500000 
 

  

 
[3415266.1;5382711.8] [24990.9;1969616] [240000;240000] [250000;250000] 

 
CSP 

3868989.8 
(920,999.8) 

733886 
(142,807.0) 

771478.8 
(405,130.7) 

64297.2 
(30,276.8) 

67285.1 
(3,694.5) 

4696359.3 
(2,486,025.5) 

 
[2061671.6;5676308] 

[453649.7;1014122.4
] [-23526.9;1566484.5] [4883.8;123710.7] [60035.1;74535.1] [-182077.5;9574796.1] 

Professional Services 
2540619.2 
(320,408.0) 

357270.9 
(184,996.1) 

3500000 
 

 

31250 
 

15104.20 
 

 
[1911868.5;3169369.9] [-5755.1;720297] [350000;350000] 

 
[3125;3125] [15104.2;15104.2] 

Accom & Info 
1413147.7 
(195,996.2) 

632937.5 
(171,889.0) 

198058.8 
(75,735.7) 

120408.8 
(19,196.8) 

3819.40 
 

204083.3 
(130,924.7) 

 
[1028535.8;1797759.6] [295632.3;970242.8] [49439.3;346678.4] [82738.1;158079.6] [3819.4;3819.4] [-52835.9;461002.5] 

Other 
1015965.5 
(145,372.5) 

296800.7 
(15,166.6) 

142377.6 
(29,945.5) 

 

73650.2 
(28,958.2) 

66626.5 
(23,943.5) 

  [730694.7;1301236.3] [267038.5;326562.9] [83614.2;201141] 
 

[16824.2;130476.2] [19641.2;113611.8] 

Armed Forces 
2355075.6 
(339,376.4) 

1394936.1 
(574,593.1) 

1050178.4 
(536,011.2) 

115618 
(17,659.3) 

 

102271.1 
(25,402.8) 

 
[1689102.3;3021048.8] 

[267386.9;2522485.3
] [-1659.8;2102016.6] [80964.4;150271.6] [52422.2;152120.1] 

Managers 
4500730 

(540,028.9) 
1093793.8 
(288,192.5) 

88550.6 
(36,790.6) 

 

6250 
 

10158518.2 
(2,942,112.6) 
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[3441007.6;5560452.4] 

[528261.1;1659326.6
] [16354.7;160746.5] [625;625] 

[4385081.8;15931954.
7] 

Professionals  
4398200.7 

(1,117,806.3) 
1119308.3 
(139,608.8) 

580773.1 
(275,441.6) 

62416.70 
 

6391095.6 
(2,219,245.7) 

 
[2204680.4;6591721.1] 

[845347.7;1393268.8
] [40262;1121284.2] [62416.7;62416.7] 

[2036172.4;10746018.
8] 

Technicians  
5954277.8 

(2,326,496.2) 
1781049.9 
(865,729.4) 

1161909.2 
(721,516.1) 

128833.30 
 

72916.70 
 

280366.1 
(149,407.3) 

 

[1388892.4;10519663.2
] [82191.1;3479908.7] 

[-
253953.5;2577771.9] 

[128833.3;128833.3
] [72916.7;72916.7] [-12822.5;573554.7] 

Clerks 
1684775.1 
(128,913.8) 

881828.9 
(259,401.0) 

70000 
 

 

136458.30 
 

302734.5 
(139,296.8) 

 
[1431802;1937748.3] 

[372794.9;1390862.9
] [7000;7000] [136458.3;136458.3] [29386.2;576082.8] 

Service & Sales Workers 
776705.5 
(44,076.4) 

366544 
(45,055.8) 

104338.7 
(11,130.2) 

86467.7 
(26,404.0) 

33021 
(13,724.8) 

104042.1 
(29,904.2) 

 
[690212.5;863198.5] [278129.1;454958.9] [82497.5;126179.9] [34654.1;138281.4] [6088.3;59953.8] [45359.8;162724.4] 

Skilled agricultural and fishery 
workers  

546706.7 
(86,681.8) 

252408.7 
(60,144.5) 

97167.5 
(14,475.1) 

61111.9 
(3,065.4) 

75567.6 
(11,662.1) 

72105.6 
(5,690.2) 

 
[376607.3;716806.1] [134384.6;370432.8] [68762.4;125572.6] [55096.4;67127.3] [52682.5;98452.6] [60939.4;83271.8] 

Craft & Trade Workers  
1324662.1 
(110,545.1) 

470839 
(58,883.4) 

76137 
(12,593.5) 

24879.1 
(15,549.7) 

44553.9 
(14,969.6) 

69013.1 
(42,425.4) 

 
[1107734.6;1541589.5] [355289.5;586388.5] [51424.3;100849.7] [-5634.8;55393] [15178.4;73929.4] [-14240.1;152266.3] 

Operators & Assemblers 
1331125.6 
(89,002.7) 

674984.5 
(62,067.5) 

182893.2 
(50,302.4) 

150445.3 
(111,754.6) 

62312.1 
(23,283.2) 

147170.8 
(67,497.0) 

 
[1156471.7;1505779.4] [553186.8;796782.2] [84182.6;281603.8] [-68855.6;369746.2] [16622.5;108001.7] [14718.5;279623] 

Elementary Occupations  
561699.7 
(50,816.3) 

309706.6 
(28,249.7) 

147995.6 
(16,321.1) 

42083.3 
(14,253.4) 

49749.7 
(14,597.1) 

53437 
(5,298.5) 

  [461980.5;661418.8] [254270.9;365142.3] [115968.1;180023.2] [14113.2;70053.5] [21105.2;78394.2] [43039.5;63834.5] 

Total Mean Income 
2473623 

(370,869.1) 
473642.7 
(38,437.2) 

135989.1 
(18,733.0) 

61258.5 
(3,018.9) 

58760.1 
(4,050.0) 

75664.1 
(5,602.8) 

  [1745851.1;3201394.9] [398215.8;549069.7] [99228.7;172749.6] [55334.4;67182.6] [50812.6;66707.6] [64669.4;86658.8] 

Source: Own Calculations from Living Conditions Monitoring Survey 2010   

Notes:   Standard Errors in parentheses 
              95 percent confidence intervals in brackets
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Table D11: Median income for all segments, by various cohorts 

  

Formal 
Sector 

Urban 
Informal 

Rural 
Informal 

Agriculture 
Household 
Enterprises 

Multiple 
Activities 

Total 

Total 
(‘000s) 

Total 
(‘000s) 

Total 
(‘000s) 

Total (‘000s) Total (‘000s) 
Total 

(‘000s) 
Total 

(‘000s) 

Total 1 097 260 36 25 20 25 40 

By Gender 

       Male 1 000 327 40 26 19 24 55 

Female 1 312 200 32 23 21 25 32 

By Area Type 0 
      Rural 670 0 36 25 22 25 28 

Urban 1 200 260 0 0 17 29 500 

By Age group 
      15-24 400 200 59 21 18 21 25 

25-34 1 000 300 32 25 23 28 54 

35-44 1 300 300 37 28 26 29 55 

45-54 1 600 250 36 24 17 29 43 

55-65 1 200 200 20 23 42 35 31 

By Education 
      Grd 1-8 300 200 30 23 20 24 27 

Grd 9-11 540 257 50 32 22 35 56 

CGE O level 850 400 84 52 27 36 300 

CGE A level 1 600 57 525 14 142 17 800 

Diploma/Certificate 1 800 600 151 56 83 112 1 700 

Degree 3 500 2 000 7 483 33 93 83 3 500 

Masters 6 650   4 100   146 6 650 

By Province 
      Central      700 200 57 41 52 35 63 

Copperbelt 1 200 260 64 23 16 29 300 

Eastern 850 167 60 32 29 27 33 

Luapula 1 100 11 17 12 13 10 13 

Lusaka 1 000 350 95 19 19 24 500 

Northern 1 200 50 36 26 21 34 30 

North Western 1 500 300 27 27 14 23 29 

Southern 900 250 28 24 17 20 33 

Western 1 500 100 14 14 21 18 19 

By Stratum 
      Small Scale Agri 702 
 

32 23 21 23 25 

Medium Scale Agri 1 808 
 

87 133 97 92 119 

Large Scale Agri 2 210 
 

3 499 1 010 1 062 1 105 1 105 

Non Agri Rural 560 
 

200 16 12 35 300 

Low Cost Urban 800 250 
  

14 25 400 

Medium Cost Urban 1 600 300 
  

29 60 1 200 

High Cost Urban 2 400 300     45 83 1 546 

By Indus 
       Agriculture, forestry and fishing 323 150 42 24 30 25 26 

Mining and quarrying 2 103 800 4 24 0 14 1 983 
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Manufacturing 700 300 26 8 29 33 400 

Electricity, gas and water 2 000 1 000 
   

962 1 800 

Construction 500 350 61 6 6 1 450 

Wholesale and retail trade 600 140 25 34 104 36 84 
Transport, storage and 
communication 750 500 200 363 0 500 600 

Financial and business services 3 000 700 240 250 0 0 3 000 
Community, social and personal 
(CSP) services 1 600 400 250 29 62 3 500 1 505 

Professional Services 1 600 3 350 0 3 15 1 500 

Accommodation & Info Services 700 300 115 136 4 85 400 

Other 450 250 100 0 85 13 250 

By Occupation 
       Armed Forces 1 800 2 000 1 838 102 0 102 207 

Managers 3 000 800 38 0 1 9 000 2 500 

Professionals  1 900 800 41 0 62 3 500 1 851 

Technicians  1 800 700 286 129 73 219 1 600 

Clerks 1 200 500 7 0 136 435 1 100 

Service & Sales Workers 500 200 28 34 7 82 300 
Skilled agricultural and fishery 
workers  300 113 32 24 35 25 25 

Craft & Trade Workers  700 300 21 8 24 3 402 

Operators & Assemblers 825 500 101 25 95 115 600 

Elementary Occupations  330 250 84 20 12 22 126 

Source: Own Calculations from Living Conditions Monitoring Survey 2010  
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Table D12:  Within-group and between-group contributions to total inequality 

  
Formal 
Sector 

Urban 
Informal 

Rural 
Informal  Agriculture 

Household 
Enterprises 

Multiple 
Activities 

Total 

By Gender 

      

  

Total 1.70072 0.99778 1.25312 0.99142 1.11945 1.64623 2.69868 

 

100.00% 100.00% 100.00% 100.00% 100.00% 100.00% 100.00% 

Within Group 1.69441 0.99307 1.25225 0.98842 1.11833 1.63147 2.60108 

 

99.63% 99.53% 99.93% 99.70% 99.90% 99.10% 96.38% 

Between Group 0.00631 0.00471 0.00087 0.003 0.00112 0.01476 0.0976 

  0.37% 0.47% 0.07% 0.30% 0.10% 0.90% 3.62% 

By Location 

      

  

Total 1.70072    1.11945 1.64623 2.69802 

 

100.00%    100.00% 100.00% 100.00% 

Within Group 1.66309    1.1137 1.61967 2.47524 

 

97.79%    99.49% 98.39% 91.74% 

Between Group 0.03699    0.0066 0.02634 0.22278 

  2.17%    0.59% 1.60% 8.26% 

By Age (Youth vs Non-
youth) 

      

  

Total 1.70072 0.99778 1.25312 0.99142 1.11945 1.64623 2.69802 

 

100.00% 100.00% 100.00% 100.00% 100.00% 100.00% 100.00% 

Within Group 1.66415 0.99324 1.24871 0.98538 1.11577 1.60032 2.57051 

 

97.85% 99.54% 99.65% 99.39% 99.67% 97.21% 95.27% 

Between Group 0.03593 0.00454 0.0046 0.00582 0.00452 0.04569 0.1275 

  2.11% 0.46% 0.37% 0.59% 0.40% 2.78% 4.73% 

By Education (up to GCE 
O-level vs GCE A-
level/Post) 

      

  

Total 1.70072 0.99778 1.25312 0.99142 1.11945 1.64623 2.69802 

 

100.00% 100.00% 100.00% 100.00% 100.00% 100.00% 100.00% 

Within Group 1.49399 0.91505 1.18167 0.99035 1.11899 1.63668 2.17545 

 

87.84% 91.71% 94.30% 99.89% 99.96% 99.42% 80.63% 

Between Group 0.20609 0.08273 0.07164 0.00084 0.00131 0.00934 0.52257 

  12.12% 8.29% 5.72% 0.08% 0.12% 0.57% 19.37% 

Source:  Own Calculations from Living Conditions Monitoring Survey 2010  
Notes: Results are not presented by location for the urban formal, rural informal and agriculture segments, since the 
 first segment is exclusively urban, while the latter two are exclusively rural. 
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Appendix E 

Education and Healthcare 

 

Figure E1: Diagram of the Zambian Educational System 

Age
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 Source: Ministry of Education. As seen in (IOB, 2008) 

 

Educational Data Collection in the LCMS 

The LCMS VI has information on school enrollment for all households both for 2010 (the year the data 

were collected) and 2009. Additionally, it reports household’s total expenditures on education in 2009. 

In 2010, survey participants were asked about each household member’s attendance at school between 

February and March of that year. For each household member attending school, he or she was asked for 

the specific level, grade year and type of school, and whether it was a public or private institution. The 

survey also asked for the same data for 2009. Furthermore, household members not enrolled in school 

at the time of the survey were asked if they had ever attended school, and what was the highest 

education level they had reached. No other information was collected for those enrolled in 2009 but not 

in 2010. The education data flow can be observed in Error! Reference source not found.4. 
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Figure E2: Education data flow 

 
 

Source: Authors 

 

 

Figure E3: Healthcare Dataflow 

 
Source: Authors 
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Methods to Calculate the Distribution of Health Benefits 

The main challenge to calculate the distribution of health care benefits is the different definitions of 

beneficiary across official administrative data and LCMS VI (household survey). In the official data each 

visit to a health facility made by a single person is considered a beneficiary; therefore, if a person visits a 

hospital 5 times, those visits count as 5 beneficiaries. In contrast, LCMS asked each person -who had 

been ill during the past 15 days- about the first health facility he/she visited because of the illness but 

numbers of visits were not collected. If a person had visited a hospital 5 times for an illness, then he/she 

is considered a single beneficiary. In the LCMS the number of patients is the number of beneficiaries; in 

the official data the number of visits determines the number of beneficiaries. 

Furthermore, LCMS VI asks about the first health facility visited because of a specific illness suffered 

during the last 15 days. A first problem is that if a person had gone, for example, to a hospital and a 

clinic, but went to the clinic first, she should report going to a clinic and the visit to the hospital is left 

undeclared. In the official data these two episodes would count as two visits, one to the hospital, and 

one to the clinic. The second problem is that the question about visits does not specify a time span for 

which the first visit occurred. If a person is facing a chronic disease, which started before the 15 days 

period but continued during that fortnight, and visited a hospital a month ago, she might wrongly report 

the visit in the survey. 

In order to account for these differences in definition, two methods are used in order to calculate the 

distribution of health care benefits. The first method is a traditional BIA, where an average expenditure 

per beneficiary is obtained from the official data and assigned to every “visitor” reported in the survey. 

The second method takes the share of visitors from the survey, and uses it to distribute the official 

expenditure in each province among quintiles. A big assumption used in the second method is that the 

annual expenditure is distributed uniformly and we can find the fortnight expenditure by dividing it by 

24. 

Below we show the steps used to calculate the distribution of health expenditures in clinics and health 

posts with each method (we will later show the steps for expenditure in hospitals, which have an 

additional issue) 

 

Method 1 

a) Calculate the expenditure per beneficiary (EB) on each department j using fiscal data and official 

data of the number of beneficiaries:  

   (1.1) 

  where  is the total annual expenditure on health and  is the total annual number of 

beneficiaries, both for  district j. 
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b) Assign  to each visitor recorded in the survey and calculate the expenditure corresponding to 

people of department j who belong to the quintile q: 

   (1.2) 

  where  is the number of people of department j in quintile ,it comes from the survey  

 

c) Aggregate  by quintile to calculate the total expenditure in quintile q: 

   (1.3) 

d)  To obtain the expenditure per capita in quintile q we calculate: 

   (1.4) 

The basic unit to calculate the distribution of health expenditure is , which may be expanded and 

regrouped as: 

   (1.5) 

 

Method 2 

a) Use data from the survey to calculate the share of each quintile on the total number of people who 

visited a health facility in department j 

   (2.1) 

b) Find the expenditure corresponding to 15 days in department j (Fortnight Expenditure), using the 

assumption that the expenditure is distributed uniformly through the year: 

  (2.2) 

c) Distribute the total expenditure in district j between quintiles using the shares of visitors found in 

(a), and find the expenditure on each quintile. For quintile q: 

  (2.3) 

 

d) Aggregate  by quintile to calculate the total expenditure in quintile q: 

   (2.4) 

e)  To obtain the expenditure per capita in quintile q we calculate: 
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   (2.5) 

 may be expanded and regrouped as: 

   (2.6) 

So we observe that Method 2 ends up being similar to Method 1, but considers   as the benefit per 

visitor, rather than  . The differences between  and (  will determine the difference in the 

results. 

 

Hospitals 

The calculation of the distribution of expenditure in hospitals has an additional caveat: part of the 

expenditure in hospitals corresponds to the expenditure in third level hospitals (or national referral 

hospitals), which are at a national level (not disaggregated by province). The way of assigning it to each 

province changes with each of the methods previously described. 

 

Method 1 

We change the definition of expenditure per beneficiary to add the expenditure in national referral 

hospitals (  to the expenditure in first and second level hospitals in province j ( ).  

   (3.1) 

The expenditure in first and second level hospitals ( ) is divided between the beneficiaries in each 

district ( ); while the national referral expenditure ( ) is divided between all the hospital 

beneficiaries: from first and second level and from third level ( ) 

Following the same steps described above we find the expenditure per quintile : 

   (3.2) 

Method 2 

Using the same notion of distributing by shares from the survey, we divide the national referral 

expenditure between provinces using the distribution of hospital patients in each department (from the 

survey), then we add this amount to  in (2.2).  
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   (3.3) 

We replace it in (2.3) and (2.4) to obtain the expenditure per quintile. 

   (3.4) 

 

So, comparing (3.2) to (3.4), we find that the differences in the two methods end up coming from the 

differences between , ( ),  and ( . 

The following table shows the differences of these numbers for each province: 

Table E1: Expenditures and beneficiaries: Hospitals 

 Total Annual 
Expenditure 

(official data) 

 

Total Annual 
Beneficiaries 
(official data) 

 

Annualized number of 
visitors, from LCMS 

 

First and second level 
hospitals  

   

Central           29,444,544,224              100,299                956,374  

CopperBelt           37,065,381,465              744,228             1,586,474  

Eastern           34,261,002,200              219,409             1,398,160  

Luapula           19,997,301,581                72,430                793,385  

Lusaka           17,526,256,477                40,910                680,951  

Northwestern           19,638,295,365                41,730                870,407  

Northern           22,140,656,603                83,708                428,981  

Southern           56,623,005,821              212,255             1,204,990  

Western           21,444,931,733                68,352                787,727  

Total         258,141,375,470          1,583,321             8,707,448  

    

Third level hospitals 
(national referrals) 

   Expenditure ( ) Beneficiaries ( ) Annualized number of 
beneficiaries 

 42,825,989,623 400,470 4,805,040 
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Table E2: Expenditures and beneficiaries: Clinics and health posts 

 Total Annual 
Expenditure 

(official data) 

 

Total Annual 
Beneficiaries 
(official data) 

 

Annualized number of 
visitors, from LCMS 

 

Central           25,161,683,086          1,341,031                835,818  

CopperBelt           36,235,935,912          2,154,331             2,592,475  

Eastern           31,149,126,669          2,564,068             5,367,996  

Luapula           19,721,953,245          1,014,329             1,986,384  

Lusaka           30,378,844,561          2,065,301                828,570  

Northwestern           16,467,788,745              816,190             1,290,691  

Northern           25,447,817,816          1,373,987                551,336  

Southern           38,726,705,963          1,852,333             1,676,123  

Western           23,167,745,618          1,287,989                990,937  

Total         246,457,601,615        14,469,559          16,120,331  

 

Table E3: Expenditure summary using national-level aggregates 

  Hospitals Clinics and Posts Total 

Annual Expenditure 300,967,365,093 246,457,601,615 547,424,966,708 

Annual per capita 151,713 17,033 33,271 

Method 1 
Fortnight expenditure 98,688,660,317 11,017,873,149 109,706,533,466 

Per capita expenditure 272,012 16,403 106,049 

Method 2 
Fortnight expenditure 12,540,306,650 10,269,066,695 22,809,373,345 

Per capita expenditure 34,564 15,289 22,049 
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Appendix F 

Agricultural Input Support Programs  
 

The government’s fertilizer and seed subsidies are implemented under two separated programs, the 

Farmer Input Support Program (FISP) operated by the Ministry of Agriculture and Cooperatives (MACO) 

and the Food Security Pack Program (FSPP) operated by the Ministry of Community Development and 

Social Services (MCDSS).53 

The Farmer Input Support Program 

The Farmer Input Support Program (FISP) was designed in 2002 and was originally called the Fertilizer 

Support Program. Its aim was to improve small-scale farmers’ access to agricultural inputs and to 

enhance the participation and competitiveness of the private sector in the supply and distribution of 

inputs (MACO, 2009). The program was originally targeted at providing fertilizer and corn (maize) seed: 

each farmer was to receive a standard input package—sufficient for cultivation of at least one hectare of 

maize—consisting of eight 50kg bags of fertilizer and one 20kg bag of maize seed at 50 percent of the 

market price.54 Private sector firms were to be brought in to the program through their participation in 

both the supply of inputs and the marketing of produce, but with little progress obtained thus far the 

government remains the single largest player in the market.  Table F1, below, shows the program’s 

budget and the enrollment targets. 

Table F1: Benefits and Beneficiaries of the FISP 

Season 
Budget (ZMK 
Billion) 

Fertilizer 
(Metric Tons) 

Seed  (Metric 
Tons) 

Target number 
of 
beneficiaries 

2002/03 100          48,000                2,400             120,000  

2003/04 114.5          60,000                3,000             150,000  

2004/05 112.6          50,000                2,500             125,000  

2005/06 140          50,000                2,500             125,000  

2006/07 252          84,000                4,200             210,000  

2007/08 150          50,000                2,500             125,000  

2008/09 492          80,000                4,000             200,000  

2009/10 430     100,000             5,000            530,000  

2010/11 485    178,000            8,800  
Source: Authors compilation from MACO and budget speeches 

                                                           
53

 As of September 2011 the Ministry of Agriculture and Cooperatives and the Ministry of Community Development and Social 
Services have been renamed the Ministry of Agriculture and Livestock and the Ministry of Community Development, Mother 
and Child Health, respectively. 
54

 MACO FISP Implementation manuals:  Each package includes 20kg of seeds, 4 50 kg bags of Compound D (basal) and 4 50 kg 
bags of Urea (top dressing). 
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The program has been subject to a number of changes over time. During the 2002/2003 agriculture 

season, the first year of its implementation, 48,000 metric tons (Mt) of fertilizer and 2,400 Mt of maize 

seed were distributed to 120,000 small farmers. This was done on a 50 percent matching grant basis. 

Over the next 4 years, the input amounts as well as the farmers covered only grew marginally and in 

some years even declined. However in 2006/2007 the number of targeted farmers as well as the 

amounts of fertilizer increased substantially, rising by 60 percent over the previous season. In the same 

year the fertilizer subsidy increased from 50 percent to 60 percent. The fertilizer subsidy was further 

increased to 75 percent in 2008/2009 by setting the famers’ contribution at ZMK50,000 (approximately 

US$10) per 50kg bag, while the seed subsidy remained at 50 percent.  

The 2009/2010 season saw another change when the government increased the total quantity of 

fertilizer covered by the program but also reduced the size of the input package per beneficiary by half. 

A complete pack now consists of two 50kg bags of basal dressing fertilizer, two 50kg bags of top dressing 

fertilizer and a 10kg bag of maize seed.55 This move was meant to increase the number of program 

beneficiaries. The program was further extended to cover inputs for crops other than maize in the 

2010/2011 season: for example, the government included 30 Mt of rice seed in the program, although, 

the FISP remains largely a maize-orientated program.  

The program-selection criterion requires a farmer to be a member of a registered cooperative or 

farmers’ organization. The farmer is selected by a Camp Agriculture Committee on the recommendation 

of the cooperative or farmer organization and must meet the following criteria: (i) be a small scale 

farmer and actively involved in farming within the camp coverage area; (ii) have the capacity to grow at 

least 0.5 hectares of maize; (iii) have the capacity to pay ZMK50,000 per 50kg bag of fertilizer and 

ZMK80,000 per 10kg bag of seed; (iv) not concurrently be enrolled in the Food Security Pack Program 

(FSPP); and (v) not have defaulted on any agriculture credit program.   

The Food Security Pack Program 

 

The government introduced the FSPP in 2000. It was aimed at empowering potentially successful but 

vulnerable farmers who had lost asset value due to recurrent adverse weather conditions but still had 

access to land and basic tools The FSPP was also designed to act as a social safety net program under the 

Ministry of Community Development and Social Services (MCDSS) by improving household food security 

in vulnerable rural communities (MCDSS, undated).  

The FSPP program is jointly coordinated by the Ministry of Finance and National Planning (MoFNP) and 

MACO. The Programme against Malnutrition, an NGO, was contracted to implement the program until 

2009, after which all the executing responsibilities were shifted to the MCDSS.  

The target groups for the program include the following socio-economic groups: (i) female- or child-

headed households; (ii) victims of natural disasters; (iii) institutions caring for orphans; (iv)  the disabled; 

(v) unemployed youths; (vi) the elderly; and (vii) households headed by the terminally ill. Community-

based committees comprising of leaders from various local authorities and organizations select 
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 MACO 2010/2011 FISP Implementation Manual. 
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beneficiaries according to the above criteria.  A full FSPP pack consisting of inputs for the cultivation of 

0.25 hectares of each of the following: one cereal grain (maize, millet, rice or sorghum), one legume 

(peanuts, beans, cowpeas or soybeans), and one tuber (cassava or sweet potato). 

The pack also includes fertilizer for beneficiaries cultivating maize and may include agricultural lime for 

beneficiaries in areas affected by soil acidity. The range of crops cultivated under the FSPP is more 

diverse than that of the FISP and the FSPP has been lauded as the only government program with a crop 

diversification component targeting needy households. 

Unlike the FISP, the FSPP requires repayment in kind by the beneficiaries. According to an MCDSS 

report, a beneficiary who received one 50kg bag each of basal and top dressing fertilizer and 5kg of 

maize seed was expected to repay 60kg of maize grain after the harvest, the value of which would equal 

roughly 20 percent of the cost of inputs. 

The FSPP was designed to target 20 percent of the viable but vulnerable small-scale farmers identified 

by the program in all 72 districts of Zambia. This translated to a target of 200,000 beneficiaries in the 

first five years, as shown in Table F2, below.  

Table F2: Benefits and Beneficiaries of FSPP 

Season Budget (ZMK 
Billion) 

Targeted 
Beneficiaries 

Actual 
spending (ZMK 
Billion) 

New 
beneficiaries 

Total 
Beneficiaries 

2000/01 32 200,000 32 60,000  

2001/02 32 200,000 4 83,902 135,000 

2002/03 58 200,000 26 70,141 136,500 

2003/04 89 200,000 43 89,859 165,000 

2004/05 32 200,000 9 15,123 15,123 

2005/06 32 150,000 21 34,942 34,942 

2006/07 58 150,000 10 27,641 27,641 

2007/08 10 150,000 10 26,843 26,843 

2008/09 10 150,000 10   8,804 10,915 

2009/10 10 150,000 10 21,500 32,231 

2010/11 15  9 11,400 11,400 

Source: MCDSS  

However, due to funding constraints the program never managed to reach 200,000 in any single year of 

its first five years of operation. Furthermore, the number of beneficiaries fell drastically after its peak in 

2003/04. The inadequate funding and unrealistically high beneficiary targets set by the government 

frequently resulted in the provision of incomplete packs and/or the splitting of packs between farmers. 

For instance, between 2001 and 2004 beneficiaries received incomplete packs consisting of 0.25 

hectares worth of maize seed, 0.125 hectares of legumes and 0.03125 hectares of tubers. For the 

2004/2005 season, the input pack size was increased to cover 0.5 hectares of cereal instead of the 

standard 0.25.  
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One notable difference between the FSPP and FISP programs is that the former has been able to 

graduate significant numbers of beneficiaries. Since the 2005/2006 agricultural season the FSPP pack 

has been largely provided to new beneficiaries only. 

The Allocation of Fertilizer Subsidies  

 

The agricultural information section of the LCMS asked if any member of the household grew food crops 

(or had someone grow them on their behalf) during the 2008/2009 agricultural period. If they 

responded positively, the survey asked about the type of crops and the total area under cultivation. 

Given the characteristics of the FISP and FSPP programs, we focus on households that reported growing 

maize, or about 45.5 percent of respondents.   

The survey also asked the same group of households about their use of various production inputs during 

the 2008/2009 agricultural period as well as their associated expenses. Among the inputs, the survey 

asked if the households used fertilizer (organic or inorganic) or purchased seeds, seedlings, or other 

supplies. If a household reported such expenses, the survey asked how much the household spent in 

cash (or in kind) and the source of the input (including those publicly provided). Figure F1 shows the 

sequence of the questions. 

Figure F1: Fertilizer-Use and Input-Purchase Data Flow 

 
Source: Authors 

Ideally, in order to identify the beneficiaries of FISP and the FSPP, the LCMS VI should have included 

information about which households were participants in each of these programs, the amount of 

fertilizer and seeds they received from the programs, and the amount they paid in cash or in kind for 

these inputs. However, the data available are far less comprehensive and a complete reconstruction of 

participation in and benefits received from these programs is not possible. Table F3 summarizes the 

operational assumptions that were made.  
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Table F3: Fertilizer Data 

 Problems Solutions/Assumptions 

1 The survey asks if a household received 
inputs from the government or a 
cooperative, but it does not ask if they 
were received through the FISP or FSPP 
program, or if the household participated 
in these programs. 

Main Assumption: A household is considered a 
participant of the FISP or FSPP in the period 
2008/2009 if it did all of the following: 

 Grew maize. 

 Used fertilizer and/or purchased seeds. 

 Obtained seeds and fertilizer from the 
government or from a cooperative.  

2 Related to the previous problem, we 
cannot differentiate households that 
received benefits from FSPP from those 
that benefitted from FISP. 

Main Assumption: Given that households which 
benefitted from FSP received a smaller package 
than FISP participants, and that FSPP is targeted to 
household that grow on smaller areas, scenario 2 
described below, partially accounts for this 
problem. 

3 The survey does not allow respondents to 
record more than one source of fertilizer 
and seeds.  
 

Main Assumption: We assume that the household 
only received fertilizer and seeds from the 
government if it reported doing so. All expenditures 
associated to these inputs were recorded as paid to 
the government. 

4 The survey does not specify the amount of 
fertilizer and/or seeds that households 
received from the government or 
cooperatives. 

Main assumption for Scenario 1: All households 
received one full FISP package of seeds and 
fertilizer. 
 
Main assumption for Scenario 2: All households 
with more than 1 hectare of maize received one full 
FISP package. Households with less than 1 hectare 
received a proportional amount. 

5 Some households reportedly received 
fertilizer and seeds, but the reported 
expenditure is too high with respect to the 
area cultivated and the cost of a FISP 
package (2.1% of beneficiaries). 
 

We eliminate “outlier” expenditure values from the 
sample. An outlier is defined as a value outside of 
the range formed by the mean +/- three times the 
standard deviation of the expenditure variable (54 
cases). 

Source: Authors 

Beneficiaries of Fertilizer Subsidies 

 

Beneficiaries of the FISP and FSPP programs–that is, households that cultivate maize using fertilizers 

and/or seeds provided by the government or agricultural cooperatives—almost evenly distributed 

across the first four quintiles, with around one in ten agricultural households from each quintile 

participating in government maize programs. FISP/FSPP participation decreases sharply to just one in 

twenty for the richest quintile. However, as consumption levels increase the share of agricultural 

households producing maize decreases markedly (see Figure 12). 72 percent of the poorest respondents 

identified as maize producers, while only 25 percent of respondents in the richest quintile grew maize.  



169 
 

Consequently, as a share of maize producers, respondents in the richest quintile are in fact significantly 

more likely to receive government support than respondents in the poorest.   

This disparity is even more pronounced for all respondents who identified as farmers, whether or not 

they produced maize.  88 percent of respondents in the poorest quintile engaged in agriculture, while 

only 26 percent of the richest quintile did.  Since 9 percent of the poorest and 5 percent of the richest 

received FISP/FSPP support, farmers in the richest quintile were almost twice as likely to participate in 

government maize programs as were farmers in the poorest quintile. 

Figure F2: Distribution of Agricultural Practices among Farming Households 
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Source: LCMS VI 

The area cultivated by the farmer is relevant at the time of distributing benefits since, by regulation, to 

qualify for public subsidies cultivated plots must be at least one hectare in size. The average area 

cultivated per beneficiary increases with consumption levels from an average of 1.01 hectares among 

producers of the bottom quintile to 1.8 hectares for producers in the top quintile.56 

In addition, when looking at the aggregate distribution of land cultivated for maize, Figure 13 shows that 

producers belonging to the richest quintile cultivated 14 percent of the total maize hectares using inputs 

from the program. Producers in the poorest quintile cultivated a very similar share of that type of land, 

16 percent. This again calls into question the targeting of the program, which does not seem to 

concentrate on the most vulnerable producers but rather focuses on producers in the middle quintiles, 

as they represent the lion’s share of maize production in Zambia. 

                                                           
56

 The average area cultivated for maize with inputs from government programs for the second to fourth quintiles were 1.23, 
1.39 and 1.43 hectares, respectively. Average cultivated areas for maize (with or without inputs from public programs) are: 
1.05, 1.02, 1.15, 1.39 and 2.17 hectares respectively. Source: Authors’ estimates from LCMS VI.  
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Figure F3: Distribution of Maize-Growing Households Benefiting from Public Programs and Number of 

Hectares Cultivated 
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The Fertilizer Subsidy Program57 

 

The World Bank (2010) estimates the cost per complete FISP package for the 2008/2009 season at ZMK 

2,460,000 (US$639) based on the official program budget. Under scenario 1, each beneficiary household 

is assumed to have received a full package with a value equivalent to that amount; under scenario 2, 

households that cultivated 1 hectare or more received a full package, while those which planted a 

fraction of a hectare received a proportional package.58 Total costs incurred by the household are 

assumed to be as reported in the survey.59 The results of the BIA can be observed in Figures F4a and 

F4b. 

 

 

                                                           
57

 It is worth emphasizing again that household data do not allow distinguishing if households are receiving fertilizers and/or 
seeds from FISP or FSP. By assuming that households reporting benefits from the program receive fertilizer, we are assuming 
that they are beneficiaries of the FISP program. As we also assume in Scenario 1 that they receive the full package, we may be 
overestimating the true impact of the FISP.  However, the FISP is a much larger program than the FSPP (see Tables 5 and 6), for 
which the assumption of all FISP beneficiaries is reasonable.  

58
 For example, we assume that households that planted 0.5 hectare received half a package, while those that planted 0.25 ha 

received a quarter of a package. Sampling data from World Bank (2010) indicate that 28 percent of beneficiaries grew less than 
1 hectare even after receiving the full package and 4.5% grew more than 5 ha. The World Bank (2010) states that “many 
farmers reported that they requested less than a full input pack and/or engaged in sharing of inputs with neighbors because 
they could not afford a full pack.” 
59

 According to the World Bank (2010) the government provided a subsidy of around 70-80 percent of the official cost of the 
package to farmers during the 2008/2009 period.  
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Figures F4a and F4b: Fertilizer Subsidy Gross and Unitary Benefits 
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Source: LCMS VI,WB(2010) 

 

Conclusion 

Zambia’s agricultural input support programs suffer from serious targeting problems.  Although the 

distribution of beneficiaries initially appears to be highly progressive, it is crucial to realize that these 

programs are designed on paper to benefit the poorest agricultural producers. In relative terms, it 

becomes clear that these programs are significantly more likely to benefit wealthy farmers than poor 

farmers, which they reach at a rate of almost two-to-one.  Moreover, participant contributions are made 

on a fixed-cost basis, which is inherently advantageous to wealthier participants. An effective strategy 

for enhancing the targeting of agricultural-subsidy programs must utilize some form of means-testing, 

either as a participant criterion or a method to scale contributions, or both. Without better-designed 

and more conscientiously implemented targeting mechanisms, public spending on health, education and 

fertilizers will not be able to further the government’s larger objectives for pro-poor and progressive 

development policy.  

As shown in the left hand sides of Figures X8a and X8b, which present the aggregate results, the total 

benefits of the program are concentrated in the middle quintiles, especially the third and fourth 

quintiles. This remains the case even when the offsetting effect of private contributions is included.  In 

addition, the distribution of benefits per farmer is regressive. Under both scenarios, maize producers 

from the poorest quintiles receive a smaller average net transfer than wealthier maize producers. This is 

largely explained by the fact that participation is regressive, i.e. the share of farmers receiving 

agricultural inputs from the government increases with consumption level, yet participant contributions 

do not increase proportionally, as it is the case with fixed statutory benefits and contributions not 

related to farm size. 

The benefits of agricultural-input subsidy programs follow a somewhat progressive pattern but clearly 

suffer from targeting problems. For each beneficiary in the top quintile there are almost two 
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beneficiaries in the poorest quintile, but the distribution is far from progressive across all income 

groups. On an aggregate basis, the results show that despite their intended targeting of very poor and 

economically vulnerable farmers, the largest benefit shares accrue to farmers in the middle-income 

quintiles.  Moreover, in unitary terms the distribution is regressive, with farmers in the second-richest 

quintile benefitting slightly more than those in the richest and significantly more than farmers in all 

other income groups.   


