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job creation and low skilled labour, shortcoming in access to and poor quality of delivery of social services, 

insufficient progress on decentralisation, while pursuing the goals of Vision 2030.  

Zambia has struggled to translate economic growth into poverty eradication and reduction of inequalities. Poverty 

remains widespread and severe and inequality between urban and poor areas is high. With a Gini index value of 

57.1, Zambia is amongst the five countries with the highest income inequalities in the world, while 61.4% of the 

population living below the international USD 2.15 poverty line (2015 data; latest available). 

Pre-COVID, Zambia’s economic performance had slowed down after impressive growth rates in the last decade, 

with real GDP growth contracting from 4% (2018) to 1.4% (2019), reflecting a decline in mining sector activity 

as well as a severe drought, impacting on both, agricultural outputs, and hydro-electric power generation. Zambia’s 

macroeconomic vulnerabilities have steadily increased in recent years as numerous exogenous shocks (climate 

change, COVID-19 pandemic, Ukraine crisis) hit the economy, and needed structural reforms continued to be 

delayed.. The COVID-19 pandemic triggered the first recession in 20 years, as the economy contracted by 3% in 

2020 in a context of high inflation. Inflation has been above the government’s target band of 6-8% since May 

2019. Year-on-year inflation reached 24.6% in June and July 2021, as the Zambian Kwacha (ZMW) came under 

severe pressure. In 2022, Zambia was reclassified by the World Bank as a low-income country. 

Under previous governments, fiscal policies had been expansionary. Rising fiscal deficits resulted in a reduction 

of fiscal space: over 2007-2012, fiscal deficits averaged 1.7% of GDP p.a., but this average rose sharply to 9% of 

GDP p.a. in the subsequent period of 2013-2019. In 2020, as COVID took hold, the fiscal deficit worsened, to 

14.5% of GDP. While the major factors behind the fiscal overruns, in recent years, have been interest payments 

on external non-concessional debt and large-scale, often overpriced capital expenditure projects, the COVID-19 

pandemic certainly exacerbated the situation in 2020, with revenue declining and expenditure pressures. 

Zambia is once again experiencing a debt crisis14, having borrowed extensively during the last decade. A sharp 

rise in public debt has resulted in increasing debt service costs, crowding out other spending lines, negatively 

affecting foreign exchange reserves and leading to a growing fiscal deficit. Driven by extensive non-concessional 

borrowing for unproductive and often overpriced public investment, Zambia defaulted on its external debt in 

November 2020 when its public debt-to-GDP peaked at 140%. Total public sector debt amounted to USD 27.1 

billion while external debt arrears stood at USD 4.2 billion and domestic arrears at USD 4.1 billion as of December 

2022. The composition of the public debt stock has rapidly shifted towards external, non-concessional debt: the 

stock of Central GRZ external debt as of December 2022 stood at USD 13.96 billion, with an additional USD 1.45 

billion of debt owed by parastatals, guaranteed by the GRZ. The domestic debt amounted to ZMW 210 billion, 

equivalent to USD 11.6 billion. Shortly after defaulting, Zambia applied as one of the first countries to undergo 

debt restructuring under the auspices of the G20 Common Framework process. 

The long-term economic and fiscal consequences, including access to finance, shrinking fiscal space and further 

currency depreciation, negatively impacts Zambia’s competitiveness and economic recovery. Further, climate 

change is unequivocally impacting the economic and fiscal situation of Zambia, as a key structural risk affecting 

sectors such as agriculture and energy.  

In 2021-22, Zambia showed some signs of stabilisation and recovery. GDP grew by +4.6% in 2021, and is 

estimated to have grown by +3.1% in 2022 (against a population growth rate of 3.4% per year15). Year-on-year 

inflation has been progressively decreasing and hit single digits in the second half of 2022 (9.9% in March 2023). 

In 2021, the ZMW depreciated to around ZMW 22.6/USD mid-July, before easing back to below ZMW 15.3/USD 

in successive episodes, following official announcements which provided some measure of reassurances on the 

short-term political and economic stability of the country, which provoked a temporary shift in market sentiment. 

Since September 2022, the national currency has depreciated steadily, passing ZMW 21/USD in March 2023.  

In September 2022, the GRZ and the International Monetary Fund (IMF) successfully concluded an Extended 

Credit Facility (ECF) together with a clear commitment of the GRZ in the “Memorandum of Economic and 

Financial Policies (MEFP)” to a large, front-loaded, and sustained fiscal consolidation to address fiscal imbalances. 

Further elements of the MEFP are to create fiscal space for social spending; strengthen governance and reducing 

corruption vulnerabilities, including by improving PFM.  

                                                      
14 In 2005, Zambia obtained debt relief under the Heavily Indebted Poor Countries (HIPC) Initiative and the Multilateral Debt 

Relief Initiative (MDRI). 
15 2022 Census of Population and Housing,  Preliminary Report - ZamStat 


