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Preface 

This report, which focuses on Zambia, is the pilot country study for a series of country studies to be 

carried out by Ecorys for UNICEF over 2016 and 2017, in various sub-Saharan African economies. 

These studies are deliverables under Ecorys’ contract with UNICEF for National Political Economy 

Analysis and Fiscal Space Profiles of countries in the Eastern and Southern Africa Region. The 

project objective is to provide recommendations to help UNICEF increase the effectiveness of its 

advocacy with national governments regarding the quantitative levels of their sectoral expenditure 

programs that benefit children. The pilot study was intended not only to address these issues for 

Zambia, but also to develop and test methodological approaches for subsequent work with other 

countries. 

 

This report was written by a team of Ecorys staff and consultants, headed by Ecorys Project 

Director Mr. Ivo Gijsberts and including consultants Alex O’Riordan and Paul Beckerman and 

Mr. Oskar de Roos of Ecorys. Mr. Marius d’Hond of Ecorys carried out research support. The report 

is based on a mission to Lusaka, Zambia, by Messrs. De Roos, O’Riordan, and Beckerman, from 

July 25 through August 5, 2016. In Lusaka, the mission team received logistical and technical 

assistance from Ms. Aliness Mumba of PMTC Zambia. 

 

The writers of this report wish to thank UNICEF staff in Lusaka for their support of the mission. 

They wish also to thank the various officials of the Zambian government, officials of international 

agencies based in Lusaka, and representatives of various non-government and private entities in 

Lusaka for generously taking time to meet with the mission. The participants wish also to thank 

UNICEF ESARO staff in Nairobi for insightful comments on earlier drafts. 

 

The participants in the production of this report are solely responsible for any errors of fact and 

judgment. 
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Executive Summary 

To advance its mission in support of the welfare of Zambia's children, UNICEF aims to enhance the 

effectiveness of its advocacy for adequate government expenditure in the education, health, and 

social-protection sectors.  To this end, this report recommends that UNICEF carry on and 

disseminate a continuing analysis, focused not only on current and projected government 

expenditure in these sectors, but also on the other aspects of the government's finances that, in 

combination, determine the "fiscal space" available for such expenditure.  Equally important, the 

report recommends that, in carrying on its advocacy, UNICEF take fullest possible advantage of the 

political and administrative context in which Zambia's annual national budget is prepared, 

approved, and executed.  This report describes the kind of quantitative analysis that it recommends 

that UNICEF carry on, and describes the relevant characteristics of Zambia's political and 

administrative context as well as possible entry points for UNICEF to engage in the domestic 

budget preparation process. 

 

Zambia’s macroeconomic situation 

Like many resource-based economies, Zambia’s economy grew relatively fast between 2005 and 

2014, largely because world copper prices and demand were relatively high. Over these years, 

Zambia’s real growth rate averaged 6.6%, increasing per-capita GDP from $7,234 in 2005 to 

around $10,000 in 2015.1 This lifted Zambia from the status of a “poor” country to that of a “lower 

middle-income” economy. Since 2014, however, world copper prices and demand have declined. 

Partly because of this, Zambia’s fiscal and external accounts have come under intensified pressure. 

 

Financing for investments in children’s well-being 

A central purpose of this 

report is to describe the 

recent and prospective 

evolution of the Zambian 

government’s financial 

capacity for expenditure 

on which children depend 

for their development and 

general welfare. The 

report refers to this 

financial capacity as the 

“fiscal space” for priority 

expenditure. For Zambia, 

priority expenditure, is 

taken to encompass 

three “functional” 

government expenditure categories of (1) education; (2) health; and (3) social protection. Zambia 

does not yet present a programme-based or performance-based budget that clearly classifies 

government spend as child relevant or child focused/targeted, hence the composition of 

government expenditure defined as priority in this study is somewhat arbitrary. Some education or 

health expenditure is only loosely related to children’s welfare, while expenditure classified as non-

                                                           
1  http://data.worldbank.org/indicator/NY.GDP.PCAP.CD 

Figure 1:  National government expenditure* (% of GDP) 

 

Source: ZmFS.xlsm workbook 
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priority  includes expenditure that matters for children, e.g. expenditure on water and sanitation and 

on nutrition.   

 

For the years 2012-2015, priority expenditure in education, health and social protection rose faster 

as a percentage of GDP than non-priority expenditure, as can be seen in the figure below. The 

available fiscal resources, or fiscal space, underlying this expansion can be analysed as follows. 

Tax and non-tax revenue rose over the same years from 16.9 to 18.1 per cent of GDP. This was 

offset by an increase in total non-priority expenditure, from 13.2 to 14.6 per cent; by an increase in 

external-debt service from 0.1 to 1.3 per cent; and by a reduction of one percentage point in GDP in 

net internal financial flows. External-debt disbursements rose from 1.1 to 6.2 per cent, basically 

through the three Eurobond issues Zambia carried out. Viewed in this context, this proved an 

important contributor to the overall fiscal space, although it was directed principally to finance 

transport infrastructure. 

 

On a per child per capita basis, overall education and health expenditure rose substantially during 

the previous four years, as depicted in the following chart. The denominator used in this graph is 

the number of children in Zambia aged 0-14.  

 

Figure 2: Per-child expenditure on education and health 

 

Source: ZmFS.xlsm workbook 

 

Past policy choices 

The Zambian Government’s education, health and social-protection policies have maintained a 

basic thematic consistency since FY2013. Expenditure in these sectors has grown at high rates, but 

not consistently faster than in other sectors. The annual Budget Speeches indicated that the 

increases would be applied mainly to increasing pay, recruiting and retaining staff, and expediting 

construction. Beginning in 2013, substantial wage increases for public sector workers, including 

education and health workers, were introduced. Policy-makers maintained their determination to 

enhance tertiary education. While some observers have suggested that more resources ought to be 

dedicated to primary and secondary education, it is also noted that institutions of higher education 

are necessary to train teachers and health workers. 

 

An illustration of how political economy influences the budget is Zambia’s social protection 

expenditure. The Zambian government has implemented several programs in the area of social 

protection, and overall expenditure now amounts to about 1-2 per cent of GDP. Overall social 

protection expenditure is dominated by subsidies and pension arrears, however the 

discourse is about the Social Cash Transfer Programme. There is a general consensus that this 

programme has been effective for its beneficiaries, and the Government has expressed its intention 

to expand the reach to 250,000 vulnerable households in FY2016. However, the overall budget of 

the Social Cash Transfer Programme amounts to only 0.5% of the budget and about 7% of total 
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social protection expenditure. The program’s reach therefore remains limited, since about 7.5 

million of Zambia’s 16.2 million people are estimated to be impoverished.  

 

The fiscal space for child-beneficial expenditure has to be considered in the general context of 

fiscal analysis. Mainly as a consequence of weakening world copper market conditions, Zambia’s 

fiscal and external accounts have come under intensified pressure. Over the years 2011-2015, the 

fiscal deficit has risen from 2.6 to an estimated 7.6 per cent of GDP. There have been three 

essential reasons for the rise in the fiscal deficit: (1) accelerated infrastructure construction in the 

context of the “Roads 8000” program; (2) increases in the relatively large and inadequately targeted 

subsidy programs for maize production, electrical power and fuel; and (3) the 200-per-cent public-

sector wage increases in 2013. Public-sector wages were essentially frozen in 2014-15, but in 2016 

civil servants pay was increased between 9-29%, depending on the salary scale. 

 

Options for enhancing the fiscal space 

Policy-makers could in principle be asked to consider enhancements to the fiscal space for priority 

expenditure by considering: (1) increasing tax and non-tax revenue; (2) increasing external grants 

for budget support and projects; (3) reducing non –priority expenditure, in particular, the poorly 

targeted subsidies for power, fuel, and maize; (4) reducing external debt service through 

agreements with creditors; (5) increasing external debt disbursements; and (6) increasing net 

internal borrowing flows. It is useful to consider each of these possibilities in the circumstances of 

fiscal constraint likely to prevail in Zambia over the next few years: 

 

Tax and non-tax revenue: In the tightened macroeconomic circumstances, the political scope for 

raising tax rates is limited. It may be possible to negotiate higher revenue flows from mining 

companies, but in recent years the mining companies have forcefully resisted such increases. 

Moreover, in present circumstances, increases in tax and non-tax revenue are likely to be used to 

reduce the fiscal deficit rather than to increase priority expenditure. There appears to be some 

scope for increasing revenue through improved tax administration, with the application of improved 

methodologies and more advanced information technologies, particularly for the domestic value-

added tax. At a time of fiscal tightening and slowing economic activity, the political scope for tax 

increases is bound to be limited. Improved administration, on the other hand, is likely to be more 

generally accepted. There may be scope for tightening of exemptions, especially if this is perceived 

politically as enhancing fairness. 

 

External grants: In recent years, for a variety of reasons having to do with both donor-country 

politics and Zambian government operating procedures, Zambia’s donors have phased out budget-

support grants, and officials of aid agencies have suggested that these are unlikely to resume. 

Donors have also reduced project grants through the government budget, and, similarly, do not 

plan to revive these in the coming years. Donors maintain active grant support encompassing 

current and capital expenditure, but both they and the Government have found it preferable to work 

outside the strictly fiscal framework. 

 

Non-priority expenditure: Many observers believe there is scope for reducing government subsidy 

programs in maize, fuel, and electrical power, but there are also strong grounds for scepticism. 

Accomplishing such reductions will be politically contentious. Much of the criticism of the subsidy 

programs concerns their poor targeting, but reform to bring about better targeting may do little to 

reduce their magnitude, particularly in view of the reality that the poverty incidence remains high 

and the income distribution appears to have been worsening. Even if subsidies can be reduced, in 



 

 

 
12 

  

National Political Economy Analysis and Fiscal Space Profiles of countries in the Eastern and Southern Africa 

region 

the present circumstances, the saving flows are likely to be directed preferentially to reducing the 

government’s deficit. 

 

External debt: Favourable world conditions over the years 2006-2014 enabled Zambia to grow 

without taking on significant additional debt. In recent years, however, Zambia has carried out three 

Eurobond issues to enable it to make rapid progress on developing transport infrastructure. This 

resulted to a significant increase of the debt-GDP ratio to about 35-40 per cent of GDP. The 

country’s debt position remains within benchmark “danger lines.” However, taking on more debt 

would not be prudent in current circumstances. Zambia faces a substantial repayment burden 

beginning in 2021. If world conditions improve and growth strengthens, Zambia would be able to 

obtain financing for this. If not, however, Zambia would have to finance the repayment without new 

external financing. The October 2015 Budget Speech indicated that the Government plans to create 

a “sinking fund” for this purpose. Payments into such a fund would reduce the fiscal space for 

priority expenditure. 

 

Net internal borrowing: Since internal borrowing is for shorter terms and has higher interest rates 

than external debt, it would be highly inappropriate to use domestic loans to fund priority 

expenditure. IMF staff have recommended that Zambia’s policy-makers limit net internal borrowing 

flows to 1-2 percentage points of Zambia’s GDP, in view of the limited size of Zambia’s domestic 

financial markets and the need to ensure that the banking system be capable of providing adequate 

finance for private-sector business. 

 

This general review of the possibilities leads to the conclusion that the best possibilities for 

augmenting the fiscal space for priority expenditure would be, first, net subsidy reductions to the 

extent these can be achieved, and second, improved tax administration. It is likely, though, that 

decision makers would generally prefer to use any gains in these areas for deficit reduction. This 

suggests that, at least for the short to medium term, advocates of priority expenditure will need to 

emphasize protecting rather than enhancing its fiscal space. 

 

Mapping of Zambia’s priority expenditure for children 

The “mapping” of the Zambian government’s funding sources to its expenditure programs, and, in 

particular, its priority expenditure, can be characterized straightforwardly. The Zambian 

government’s overall funding flows comprise (1) tax and non-tax revenue, (2) external grants, and 

(3) the fiscal deficit. The fiscal deficit comprises the net external and internal financing flows. Over 

any time period, total funding flows are identically equal to total expenditure flows. Overall 

expenditure comprises the three categories of (1) priority, (2) non- priority non-interest, and (3) 

interest expenditure. 

 

The chart below is a broad fiscal-mapping chart reflecting this construction, with 2016-2020 

projections according to a base scenario as described in detail in the appendix. In the chart below, 

the projections are shown as percentages of GDP. The projections are set out as percentages of 

GDP (although they could be set out in other units of account, such as national currency, U.S. 

dollars at the 2015 price level and exchange rate, per-child U.S. dollars at the 2015 price level and 

exchange rate, etc.). In the “stacked-bar” presentation, funding sources are below and expenditure 

flows above the horizontal axis: the sum of everything below the horizontal axis effectively “funds” 

everything above and, for each year, the sum of all flows above the horizontal axis precisely equals 

the sum of all flows below the horizontal axis. The projection exercise bases future expenditure 

flows on programming assumptions, and calculates the net internal financing flow residually. 
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As projected for the base scenario, the expenditure flows would imply a continuing deficit. Most of 

the financing would come from internal sources. As discussed in Appendix 1, the deficit and the net 

internal financing flow would be relatively large as a percentage of GDP: it would exceed the 2 per-

cent-of-GDP flow recommended by the IMF, and it would lead to some increase in the internal debt-

GDP ratio. This suggests that policy-makers would want to find ways to reduce the deficit, which, all 

other things being the same, would reduce the fiscal space. Advocacy should therefore focus on 

protecting rather than increasing priority expenditure flows – that is, on finding ways to 

offset the consequences of deficit reduction for the fiscal space. 

 

Figure 3: Zambia fiscal space (per cent of GDP) 2012-2020 

  

Source: ZmFS.xlsm workbook 

 

Political economy analysis 

The political economy analysis focuses on uncovering political and economic incentives in the 

policy and decision-making steps in the budgeting cycle. The question is what incentives and 

disincentives decision makers respond to in formulating the ambition and role that public budgets 

will play in public service delivery and particularly in investing in children. In this regard, the 

research focused on key decision making moments and the incentives that appear to inform them 

particularly in regards to planning and prioritisation, budget preparation and allocations (to line 

ministries, provinces and specialised agencies). It is particularly important to acknowledge that 

where the incentives for decision makers coincide, policy is more likely to be formulated and 

funded.  

 

During the field work, interviews were held with UNICEF, another influential international 

development partner to ‘children’, high-level government officials in planning and resource 

allocation, civil servants at line ministries, officials in the parliament, a media expert, an editor of a 

national, widely read newspaper, two parliamentarians (one of whom was a former minister), a 

think-tank focused on government policy making, a think-tank with experience contributing to 

parliamentary oversight of financial allocations and expenditures, a prominent representative of the 

churches in Zambia and an influential child rights non-governmental organisation. 
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The Budgeting Process 

The budget calendar in Zambia is structured as follows: 

 

Figure 4: Zambia budget calendar 

 

Source: Zambian Ministry of Finance and National Planning (2014). National planning and budgeting policy 

 

Budgeting and financial allocation processes in Zambia are relatively consultative. Every year, the 

Ministry of Finance issues a call for budget proposals as a first step in the consultation process with 

civil society, the private sector and four identified faith based organisations. Alongside this process, 

an internal budgeting process starts in each line ministry and spending agency. The result of this 

external and internal consultation process is a structured budgeting process through which the 

ministries present their budgets, have them negotiated and then have them approved by first 

Cabinet and finally Parliament. 

 

However, some criticise the process as being pre-determined and largely performative. Key 

respondents said it is an open secret that allocations to line ministries are decided in accordance 

with predetermined ceilings established well before the official budgeting process starts. Even 

though there is some evidence of the process being predetermined, however, respondents 

acknowledged that decision makers want to demonstrate publicly that they make concessions. 

 

Final approval of the budget takes place in Parliament. The 

parliament’s budget office appears to be the most influential advisor 

to parliamentarians on the budget: with the budget books being 

thousands of pages, the four clerks that summarise and explain the 

budget thus wield significant influence. For advocacy to be 

successful, it is important to acknowledge that stakeholders need to 

pursue their interest throughout the entire process and adopt long-

term, non-confrontational and technocratic advocacy strategies. Parliamentary committees appear 

accessible, with parliament clerks open to meeting advocates. Notably these clerks have influence 

in setting agendas and thus power to bring issues to the table that require redress. However, 

successful advocates are those that have planned well in advance of the formal consultations, are 

present throughout the process and have established a long term relationship with the 
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functionaries/clerks and technical level government officials (even more so than the decision 

makers themselves) in key decision making institutions. 

 

Overall, the researchers conclude that Zambia’s budget process has a fairly typical combination of 

responsiveness to constituencies/stakeholders and verifiable budget constraints. The implication is 

that there is scope and available entry points for child advocates to participate in and influence the 

budget process. Here it is important to be opportunistic regarding both formal and informal entry 

points in that there are moments in the process in which decision makers have a greater interest in 

demonstrating they have listened to stakeholders (such as civil society, churches or constituencies) 

and thus predictably agree to requests, albeit within limits. From our analysis, it emerges that formal 

entry points, alike the public consultation rounds, are an opportunity that should be exploited. 

However, not without using informal entry points. Only when the combination of the two is fully 

utilised, one can build a relationship of mutual trust, recognition and equality.  

 

Influential actors in the budget process 

Budgets in ministries and spending agencies are compiled by low and medium ranked officials 

before going to more senior officials for review and approval. Similarly, in certain circumstances, 

policy is strongly influenced by an often largely unseen cadre of younger, educated Zambians that 

government utilises to get policy making started. Similarly, well organised interest groups such as 

those the private sector are seen as being  successful in making concise, evidence based 

arguments to change or re-direct policy. A case in point is the mining sector, who managed to 

advocate for changes in the mining tax regime three times in 2014. By comparison, advocates in 

the social sectors are often associated with using appeals to sympathy more so than hard 

economic arguments and are dismissed as making less compelling financial arguments in this 

regard. 

 

PEA Conclusion 

The central message of the political economy analysis is that advocates for children’s issues 

are well advised to map out where their interests and those of Zambia’s decision makers align and 

use this information to build coalitions with those groups that are most influential in public finance 

decision making. A disproportionate focus on poverty alleviation and children’s rights might not go 

well with these decision makers, who have a focus on growth and modernisation. 

 

The graphic below attempts to summarize the political economy analysis. It provides for a 

rudimentary mapping of where Zambia’s political priorities match with children’s issues. The 

purpose of the graphic is to draw attention to what current political priorities offer good opportunities 

to get child spending on the agenda. Issues in blue are how child advocates are seen as faming 

children’s issues (i.e. namely as advocates against child poverty and for child rights and as a cadre 

of technocrats that support related policy making processes and implementation), those in yellow 

come from respondent interviews and the analysis of party manifestos. Those in green are 

upcoming priorities and those that are likely to grow in prominence in Zambia’s political space. 
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Figure 5: Zambia’s perceived political priorities mapped out 

 

 

By pictorially mapping out Zambia’s perceived political priorities in terms of their importance to 

elites and their importance to child rights and services it becomes immediately apparent that there 

are opportunities in which to participate and redefine political priorities so that they relate to and 

embody aspirations to invest more in children in Zambia. In this regard, child advocates would be 

advised to frame their advocacy in a way that makes allies of decision makers that are pushing to 

ensure that industrialisation, safe families, inclusive growth and regional standing, are the key 

elements of Zambia’s vision for the future. In this regard, child advocates should equally recognise 

that this graphic representation is not static; the political priorities of elites should be continuously 

tracked so that there is continued attention to mainstreaming child rights and services.  

 

Entry point: Change the narrative on child rights and services so that it is also associated 

with economic growth and investment arguments 

UNICEF should invest significantly in changing the narrative regarding child rights and services into 

one that is illustrated in financial terms both in terms of return on investment and in terms of return 

in government (tax) revenue. Longitudinal studies from Chicago and Jamaica2, for example, have 

long illustrated what is common knowledge amongst child advocates: that spending wisely on 

children from the first thousand days up can be measured in terms of an actual return. Children 

properly cared for and educated are the best investments any country can make. Here it would 

make sense to work with Zambia’s most publicly respected economists or university departments to 

generate evidence on what government gets in return for spending on children. Essentially the 

narrative on spending on children needs to be a combination of one that is associated with rights 

and poverty reduction, but is also associated to sound government investments.  

 

Entry point: Use UNICEF’s convening authority to diversify advocacy approaches and better 

use potentially influential constituencies 

Zambia as a signatory to a number of global agreements that matter for children needs to frame 

these issues into local political priorities. By using UNICEF’s convening authority for dialogue with 

                                                           
2 : http://www.cehd.umn.edu/icd/research/cls/Cbaexecsum4.html and https://www.mona.uwi.edu/fms/wimj/article/822 

http://www.cehd.umn.edu/icd/research/cls/Cbaexecsum4.html
https://www.mona.uwi.edu/fms/wimj/article/822
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key stakeholders, especially the private sector, educated and influential Zambians (notably public 

sector oriented lawyers, economists and engineers), media, women, youth and the church, local 

organizations are encouraged to speak on behalf of children. In other words, UNICEF asks help 

from these constituencies rather than the other way around. By encouraging local organisations to 

speak on behalf of children, UNICEF can get the message across as one that is locally owned and 

driven. By asking constituencies to help UNICEF, UNICEF can at the same time work with these 

constituencies to strengthen their voice and possibly identify programming opportunities around 

capacity development. Once there is a sense of a viable partnership/alliance, UNICEF can support 

the development of an advocacy plan focusing on opportunities to shape public budgeting.  

 

Entry point: Using SADC peer pressure 

Regional recognition and standing amongst regional peers is as an important potential prize to 

many decision makers but it appears under-utilised. Southern African Development Community 

(SADC) was regularly referred to as having more influence than some international development 

partners even though SADC has major capacity problems. Zambia strives to remain an influential 

actor within the SADC community and UNICEF could make advantage of this. For example, by 

using the ‘star attraction’ of the University of Cape Town’s child budgeting unit to convene 

workshops and conferences with like-minded parliamentarians to introduce priorities into national 

legislatures in a coordinated manner. Similar approaches have been taken around climate change 

and environmental mainstreaming, corruption and accountability, gender and gender based 

violence. Essentially what this could mean is identifying a sub-set of like-minded parliamentarians 

across the region, bringing them together in a location that they find appealing, and getting these 

parliamentarians to understand that they are part of a larger peer group sharing the same 

ambitions. This then is complemented with technical support on elaborating policy positions and 

monitoring parliamentary processes so that the peer group puts pressure on parliamentarians 

across the region to raise questions on child expenditure and or/to only approve ministry plans if 

they have a focus on children in them.  

 

Entry point: Expand and deepen relationships with influential civil servants 

A low hanging fruit that promises quick returns is building a cohort of influential government officials 

(notably below the ministerial and management levels, and including the clerks in the parliament 

budget office) and inviting them to understand the relationship between their respective jobs and 

the priorities for children in Zambia. There are significant advocacy opportunities available in getting 

like-minded officials to advocate for child rights and services in their own organizations, something 

that is not hard to do but is only effective when done purposefully and strategically over the long-

term, while making the point above that investments in children is not charity but can be measured 

in terms of an actual return.  

 

Entry point: Strengthen international development partners as a constituency 

Last but not least, UNICEF is advised to put more effort into the Cooperating Partner Group which 

is at ambassador and Head of Development level. Also developing a shared vision for international 

development partners in the sector could help with increasing their mutual advocacy strategy. 

Developing an overall advocacy strategy using policy dialogue opportunities as well as political (i.e. 

Ambassador level) officials will strengthen UNICEF’s position.  
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1 Fiscal space analysis 

1.1 Introduction 

This chapter describes an analysis of the Zambian government’s recent and future financial 

capacity to carry out expenditure on which children depend for their human development and 

general welfare. This financial capacity is understood to be the “fiscal space” for such child-friendly 

expenditure. The fiscal-space analysis has been carried out using a fiscal-projection exercise in 

Excel (ZmFS.xlsm).3 

This chapter refers to expenditure regarded as beneficial to children as “priority” expenditure. For 

Zambia, priority expenditure comprises the following three “functional” expenditure categories: 

1. Education; 

2. Health; 

3. Social-protection.  

 

The composition of the government expenditure defined as priority is, inevitably, somewhat 

arbitrary. Government expenditure classified as “non- priority” includes some expenditure that 

matters for children’s welfare as well (notably, water and sanitation expenditure), while expenditure 

classified as priority includes aspects that are unrelated, or only loosely related, to children’s 

welfare. This is especially important to bear in mind when considering whether to reduce non- 

priority expenditure to increase priority expenditure. Future analyses of this kind may work with 

different definitions of priority expenditure. Even so, the methodological approach this paper 

describes could work the same way. 

 

It is also important to bear in mind that the fiscal space discussion concerns only the expenditure 

carried out by the government within its budget. Government expenditure on education and health 

plainly constitutes the bulk of the resources dedicated to education and health in Zambia. Much of 

this expenditure is in categories that only the government carries out, or could carry out. 

Nevertheless, non-governmental expenditure in these sectors is also significant. In particular, 

international agencies and many non-government entities (in particular, faith-based organizations) 

provide substantial resources to these sectors outside the government budget. One especially 

important example of health expenditure that matters crucially for children’s welfare, the USAID-

funded PEPFA (the President’s Emergency Program for AIDS Relief) program, is entirely outside 

the fiscal accounts. The present focus is the expenditure flows in the priority sectors that flow 

through Zambia’s fiscal accounts. (While it would be possible to carry out the kind of analysis this 

chapter describes using an enhanced set of accounts going beyond the official budget accounts, it 

may prove challenging to identify and incorporate all relevant expenditure programs and funding 

sources.)  

This chapter provides an overview of the analysis of the recent and prospective performance of 

Zambia’s priority expenditure within the fiscal accounts. The essential points drawn from the 

exercise carried out for Zambia’s present circumstances are as follows: 

Favourable world conditions enabled Zambia’s economy to grow relatively fast over the years 2005-2014, 

but the world copper market has now weakened. Given the recent exchange-rate depreciation, inflation 

and high fiscal deficits, it appears likely that Zambia will have to undergo a period of fiscal adjustment. In 

these circumstances, the fiscal space for priority expenditure is likely to come under pressure. This would 

                                                           
3  The Excel file is a deliverable under the Terms of reference of the assignment. 
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tend to imply that UNICEF and other institutions with a stake in expenditure beneficial to children are now 

likely to find themselves advocating protection rather than enhancement of priority expenditure flows. The 

basic reason is that policy-makers are likely to have to focus on deficit reduction, even as their scope to 

increase revenue and to reduce expenditure will be tightened. In coming months, the authorities are likely 

to focus on reducing Zambia’s expensive fuel, electricity and agricultural subsidies, but for reasons 

discussed below it is doubtful that they can be a significant source of additional fiscal space for priority 

expenditure. 

 

The remainder of this chapter is organised as follows. Section 1.2 summarizes Zambia’s present 

macroeconomic circumstances. Section 1.3 outlines a methodological approach to the fiscal-space 

analysis that UNICEF could use. Section 1.4 briefly describes the recent evolution of the priority 

expenditure flows and section 1.5 discusses various options available to policy makers to enhance 

the fiscal space. Section 1.6 describes an illustrative projection exercise for the priority expenditure 

flows for the years 2016-2020 based on various scenarios. Section 1.7 describes the “mapping” 

from funding sources to the priority and non-priority expenditure flows, for recent years and for 

future years in the “base” scenario. 

 

 

1.2 Zambia’s present macroeconomic circumstances 

Table 1: Zambia: Basic economic indicators, 2010-2015 (2015 data are partially estimated)  

2010 2011 2012 2013 2014 2015 

Gross domestic product* $16,087 $17,186 $18,436 $19,641 $20,924 $21,594 

Growth rate 6.4% 6.8% 7.3% 6.5% 6.5% 3.2% 

Per-capita: 

      

gross domestic product* $1,156 $1,198 $1,247 $1,288 $1,331 $1,332 

Growth rate 3.3% 3.7% 4.1% 3.3% 3.3% 0.1% 

non-government consumption* $686 $693 $706 $730 $754 $755 

Growth rate 5.9% 1.0% 1.9% 3.3% 3.3% 0.1% 

Per cent of GDP: 

      

Gross fixed capital formation 16.8% 19.0% 20.4% 20.4% 20.4% 20.4% 

Central-government fiscal surplus 

 

-2.6% -2.2% -5.7% -5.2% -7.6% 

Current-account of the balance of 

payments 

6.8% 4.0% 5.0% -0.8% -1.5% -3.2% 

Growth rate: 

      

Consumer prices (December) 6.8% 5.9% 7.3% 7.1% 7.9% 21.1% 

Exchange rate (December) 1.9% 6.7% 0.6% 7.1% 16.0% 71.8% 

Growth rate: 

      

Population (millions) 3.0% 3.1% 3.1% 3.1% 3.1% 3.1% 

Population under fifteen (millions) 3.0% 2.9% 2.8% 2.8% 2.7% 2.7% 

Headcount poverty incidence 64.4% 

    

54.4% 

* (US$ at 2015 prices and exchange rate) 

Source: Zambia, Ministry of Finance, World Bank and International Monetary Fund. 

 

Like many resource-based economies, Zambia’s economy grew relatively rapidly between 2005 

and 2014. Over these years, Zambia’s real growth rate averaged 6.6 per cent. World copper prices 

and demand were relatively strong over these years. Strong as this growth was, it was highly 

unequal: the measured Gini coefficient (income inequality) rose from 0.54 in 2005 to a highly 

unequal 0.69 in 2015, since 2014, world copper prices and demand have declined. The benchmark 
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copper price averaged $5,787.50 over 2015, about 80 per cent of the US$7,167.50 average over 

2006-2014. Partly as a consequence of weakening world copper-market conditions, Zambia’s fiscal 

and external accounts have come under intensified pressure. 

 

Domestic conditions contributed to the pressure on real growth generally and on the revenue 

accounts in particular. Two particularly important “real” problems were a deepening crisis in the 

electrical-power sector, and persisting drought conditions. One consequence of the deteriorating 

external environment and the economic slowdown has been a sharp exchange-rate depreciation 

over 2015, especially in the later months of the year. The December 2015 exchange rate (vis a vis 

the U.S. dollar) was more than 70 per cent depreciated than in December 2014. The exchange-rate 

slide has intensified inflationary pressures: consumer prices were 21 per cent higher in 

December 2015 than in December 2014 (see table 1.1). The exchange-rate depreciation has had 

significant fiscal consequences, because it sharply increased the local-currency value of interest 

and repayment flows on the external debt, a significant source of pressure on the fiscal space for 

priority expenditure. Drought conditions have also tightened the fiscal space for priority expenditure, 

mainly because diminished economic growth reduced tax revenue. 

 

Over the years 2011-2015, the fiscal deficit has risen from 2.6 to an estimated 7.6 per cent of GDP. 

One important reason was a substantial wage increase for public-sector workers during 2013, on 

the order of 200 per cent. Another important reason was higher non-recurrent expenditure which 

rose from 3.5 to an estimated 5.8 per cent of GDP. The bulk of the increase in non-recurrent 

expenditure was infrastructure construction, financed largely by Eurobond issues (net external 

financing rose from 1 to 5.6 per cent of GDP from 2011 to 2014). A large part of the infrastructure 

construction was in the context of the “Roads 8000” program. While there has been some 

scepticism that road construction would significantly increase medium-term real-GDP growth, it is 

important to remember that roads are a kind of non-priority expenditure that provides significant 

benefits for children, ranging from improved distribution of nutritious foodstuffs to easier access to 

emergency and routine health care. Apart from infrastructure, non-recurrent expenditure on 

education and health also grew strongly over these years (see section 1.4 below). Relatively large 

and inadequately targeted subsidy programs for maize production, electrical power, and fuel have 

also helped sustain the fiscal deficit. It is an important part of the general economic problem that the 

recent evolution of the economy generally and the fiscal accounts specifically has affected business 

confidence regarding Zambia. 

 

The strong growth between 2005 and 2014 lifted Zambia from the status of a “poor” country to a 

“lower middle-income” economy. Even so, Zambia remains highly impoverished. The Central 

Statistical Office reported that in 2015 54.4 per cent of the population lived below the poverty line, 

and 40.8 per cent in extreme poverty. Relatively high growth and a persistently high poverty 

incidence together imply that the income distribution has become more unequal. This is confirmed 

by income survey data, which show that the Gini coefficient deteriorated from 0.65 in 2010 to 0.69 

in 2015.  

 

In view of these circumstances, Zambian policy-makers are likely to have to take the economy 

through substantial fiscal adjustment, after the August 2016 presidential elections. Given this 

context, in coming months and years, UNICEF is likely to find itself urging the authorities to protect 

rather than enhance priority expenditure. 
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1.3 Methodological approach to fiscal-space analysis 

The analysis of Zambia’s recent and prospective priority expenditure and its fiscal space centres on 

the standard fiscal accounting “identity.” This identity states that total expenditure (comprising 

current, non-interest, interest, and capital expenditure) less the sum of total revenue and external 

grants is equal to the overall deficit, which is in turn equal to the net flow of external and internal 

financing. If total expenditure is broken down into the three categories of (1) priority and (2) non-

priority non-interest expenditure and (3) interest expenditure, this identity can be rearranged for any 

year as follows: 

 

 Priority expenditure 

 =  

 Tax and non-tax revenue 

+ External grants 

- Non-priority expenditure 

- External debt service 

- Internal interest expenditure 

+ External debt disbursements 

+ Net internal financing flows 

 

The “below-the-line” accounts taken together constitute the fiscal space for the priority-expenditure 

flow. 

 

For a retrospective analysis – that is, for analysis of fiscal performance in historical years – this 

structure can be applied directly to show how the below-the-line flows (the retrospective fiscal 

space)combined to finance the priority expenditure flows. Section 2.4 describes the quantitative 

analysis for Zambia, for the years 2011-2015. 

 

For the projection analysis the accounting identity is applied in a different way. For each projection 

year, the priority-expenditure flow is projected on the basis of programming assumptions, 

encompassing the various determinants of recurrent and non-recurrent expenditure in the 

education, health and social-protection categories. Similarly, the below-the-line accounts, with the 

exception of the net internal financing flows, are projected on the basis of programming 

assumptions. The total net internal financing flow for each year is then calculated residually, so as 

to ensure that the accounting identity is satisfied. 

 

For a projection year, this net internal financing flow is the fiscal-space “gap”, that is, the difference 

between the projected priority-expenditure flow and the fiscal space. If this gap is “too large,” then 

the programming assumptions, taken together, would be considered unfeasible. The criteria for “too 

large” include the limits on the government’s capacity to borrow in domestic financial markets and 

the implied increase in the government’s debt-GDP ratio. Policy-makers would presumably want to 

avoid having the net internal borrowing flow exceed 2 per cent of GDP in coming years. 

 

The projection exercise is formulated by applying various assumptions, together constituting a 

“scenario,” to the historical data base. The relatively simplified, illustrative projection exercise 

discussed in Appendix 1 applies scenarios to historical data. Each scenario comprises 

programming assumptions for the years 2016-2020, covering: 

 world economic conditions; 

 basic Zambian macroeconomic variables; 

 merchandise exports and imports; 

 tax and non-tax revenue; 
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 external grants to the government; 

 government expenditure in the priority and non-priority categories; and 

 external and internal debt. 

 

For each scenario, some of the assumptions lines are set as simple numbers (growth rates, 

percentages of GDP, etc.). Many of the assumptions, however, are constructed from other 

assumptions. For example, the growth rates of real GDP and of the price level are numbers that the 

analyst chooses for any given scenario. It is straightforward to combine these assumptions into an 

assumed growth rate for nominal GDP. 

 

Below, section 1.4 describes the evolution of Zambia’s priority expenditure and fiscal space in the 

years 2011-2015, section 1.5 describes the various options available to policy makers to enhance 

fiscal space and section 1.6 describes the projection analysis for Zambia for the years 2016-2020 

based on various scenarios.  

 

 

1.4 Zambia’s priority expenditure and fiscal space, 2011-2015 

Over the years 2011-2015 Zambia’s priority expenditure and the fiscal-space flows evolved as 

shown in Table 1.2. 

 

Table 2: Zambia: Priority expenditure and its fiscal space (per cent of GDP), 2011-2015    

2012 2013 2014 2015 

Total priority expenditure: 2.7% 4.4% 7.5% 8.1% 
 

Total education expenditure 1.8% 2.9% 5.2% 5.7% 
 

Total health expenditure 0.7% 1.0% 1.5% 1.6% 
 

Total social-protection expenditure 0.2% 0.6% 0.7% 0.8% 
       

Overall fiscal space: 2.7% 4.4% 7.5% 8.1% 
 

Tax and non-tax revenue (excl. external grants) (+) 17.4% 17.0% 18.3% 18.1% 
 

External grants (+) 0.6% 0.9% 0.2% 0.7% 
 

Total non-priority non-interest expenditure (-) -16.3% -17.6% -13.5% -14.6% 
 

External-debt disbursements (+) 1.4% 2.1% 3.4% 6.2% 
 

External debt service (-) -0.5% -0.8% -0.9% -1.3% 
 

Net internal financial flows (incl. internal interest) (+) 0.1% 2.9% 0.0% -1.0% 

Source: Zambia, Ministry of Finance. 

 

It is important to note that the expenditure categories are “functional” rather than “institutional.” The 

expenditure varied remarkably in percentage-of-GDP terms, ranging between 2.7 per cent of GDP 

in 2012 and an estimated 8.1 per cent of GDP in 2015. 

 

Past policy choices 

The Zambian Government’s education, health and social-protection policies have maintained a 

basic thematic consistency since FY2013. Expenditure in these sectors has grown at high rates, but 

not consistently higher than in other sectors. The policies set out in the Budget Speeches indicate 

that the increases were applied mainly to increasing pay and staff as well as to expediting 

construction. Beginning in 2013, substantial wage increases for public sector workers, including 

education and health workers were introduced. In education, a relatively new focus has been the 

expansion of tertiary education, including colleges for the training of teachers and health workers. 
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In the area of social protection, the Zambian Government has implemented several social-

protection programs in recent years, and overall expenditure now amounts to about 1-2 per cent of 

GDP. One of the most important has been the Social Cash Transfer Program, which provides 

budget support to impoverished households. There is a general consensus that this programme 

has been effective, although key informants indicate that this expenditure hardly benefits children. 

The Government has expressed its intention to expand the reach to 250,000 vulnerable households 

in FY2016. The program’s reach remains limited, since about 7.5 million of Zambia’s 16.2 million 

people are estimated to be impoverished. 

 

In terms of the underlying fiscal space, tax and non-tax revenue rose steadily over the period, from 

16.9 to 18.1 per cent of GDP. External grants remained within 1 per cent of GDP. Budget-support 

grants were largely phased out, while project grants varied somewhat. External debt disbursements 

rose fairly sharply over the period, from 1.1 to 6.2 per cent of GDP, mainly through Eurobond 

proceeds. External-debt service rose from 0.1 per cent to 1.3 per cent of GDP over the period. 

 

Error! Reference source not found. provides an additional perspective on these trends, showing 

the same flows as in Error! Reference source not found. but in real per-child terms. In this 

perspective, it is clear that real expenditure on education, health and social protection (in U.S. 

dollars at 2015 prices and exchange rate) rose significantly over these years, from US$73.24 per 

child in 2012 to US$233.57 per child in 2015. It is important to remember that substantial increases 

in pay for personnel figured heavily in the overall increase. It is also important to bear in mind that 

primary- and secondary-education expenditure should be evaluated for policy purposes in terms of 

the numbers of school-age children, when complete data are made available. 

 

Table 3: Zambia: Real priority expenditure, 2011-2015    

2012 2013 2014 2015 

Per-child expenditure*: 73.2 123.2 215.7 233.6 
 

Total education expenditure 49.6 80.4 151.5 164.0 
 

Total health expenditure 17.7 27.1 42.7 46.2 
 

Total social-protection expenditure 5.9 15.7 21.5 23.3 

*Per child at U.S. dollars per capita at 2015 prices and exchange rate 

Data source: Zambia, Ministry of Finance . 

 

These figures suggest that the definition of priority expenditure employed in this study is simply too 

broad. For Zambia, education and health expenditure both include expenditure programs that have 

little direct relationship with children’s welfare. Education expenditure, for example, includes higher 

education, which is far costlier per student than primary or even secondary education. Higher 

education includes training of teachers. It is clear that proper analysis requires that education, 

health and social-projection expenditure needs to be broken down into more detail, so that priority 

expenditure is tightly restricted to expenditure that directly matters for children’s welfare. Advocates 

for such expenditure would find it easier to argue on behalf of a narrower range of expenditure 

programs. 

 

Monitoring and projection of priority expenditure will require more detailed analysis. This in turn 

would require the Ministry of Finance and National Planning to produce more detailed data. The 

data on which Error! Reference source not found. and Error! Reference source not found. are 

based are “functional” data on executed budgets. “Education” data, for example, include all 

expenditure by all government institutions in the functional area of education. They include, for 

example, expenditure by the armed forces on the education of the children of armed-services 

personnel. . It would also be best if  budget data could be classified by economic classification, so 
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that it would be possible to monitor and project staff remuneration, allocations  on goods and 

services, other current expenditure allocation, and capital expenditure allocation. If the functional 

data were available in these classifications, the projection exercise could be carried out with greater 

detail. At present, the projection exercise works with estimates for the historical values. 

 

 

1.5 Options for enhancing the fiscal space 

In principle, policy-makers could be asked to consider enhancements to the fiscal space for priority 

expenditure by considering the following options: (1) increasing tax and non-tax revenue; 

(2) increasing external grants for budget support and projects; (3) reducing non-priority expenditure, 

in particular, the poorly targeted subsidies for power, fuel, and maize; (4) reducing external debt 

service through agreements with creditors; (5) increasing external debt disbursements; and 

(6) increasing net internal borrowing flows. It is useful to consider each of these possibilities in the 

circumstances of fiscal constraint likely to prevail in Zambia over the next few years: 

1. Tax and non-tax revenue: In the tightened macroeconomic circumstances, the political scope 

for raising tax rates is limited. To the extent higher tax rates discourage business activity, policy-

makers may find it inadvisable on economic grounds to attempt to raise taxes. It may be 

possible to negotiate higher revenue flows from mining companies, but in recent years the 

mining companies have resisted such increases effectively. Moreover, any increases in tax and 

non-tax revenue are likely to be used to reduce the fiscal deficit rather than to increase priority 

expenditure. Finance Ministry analysts have suggested that tax administration offers some 

scope for enhancing tax revenue. For example, while an increase in the value-added tax rate is 

probably not possible (and might encourage avoidance and evasion), improved tax 

administration is more realistic. Improved tax administration tends to be politically acceptable 

(on fairness arguments), although it may run the risk of discouraging business activity. The 

2015 Budget Speech noted, for example, that the revenue authority will require modernized 

cash registers for internal VAT collection. In general, in evaluating policies to increase taxes, 

policy makers (and their advisors) must weigh the likely negative effect on business morale 

against the positive consequences of reducing the public deficit. It is noted that improved tax 

administration may require that the revenue collection agencies may need some one-time and 

on-going expenditure increases (e.g. extra staff and investment in technological upgrades); 

There may also be some scope for revenue enhancement in reductions to tax exemptions, both 

through policy changes and through administration (at a time of difficult economic 

circumstances this may be regarded politically as a means of enhancing fairness). 

2. External grants: In recent years, for a variety of reasons4 most of Zambia’s donors have 

phased out budget-support grants. Officials of aid agencies have suggested that these are 

unlikely to resume. Donors have also reduced project grants, and, similarly, do not plan to 

revive these in the coming years. However, a number of donors have been providing substantial 

grants outside the budget, and some of these have funded projects in education and health. For 

this reason, it is important that UNICEF will monitor project activities “outside the box” of the 

official fiscal accounts; 

3. Non-priority expenditure: Although in principle, reductions in non-priority expenditure would 

be a source of enhanced fiscal space for priority expenditure, the opportunities in this sphere 

are likely to prove limited. In the current circumstances, even if significant reductions can be 

secured, policy-makers are likely to feel they must prioritize deficit reduction. (With real growth 

rates under pressure, policy-makers may prefer to promote expenditures to promote growth. 

Since higher growth leads to higher tax revenue in the medium term, advocates of increased 

priority expenditure may be persuaded that it is better, in the medium term, for the authorities to 

make an effort to sustain growth.)  

                                                           
4  For instance home-country political imperatives and Zambia’s rapid economic growth. 
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Many observers argue that there is scope for reducing subsidy programs in maize, fuel, and 

electrical power. These subsidies taken together have run at about 2 per cent of GDP. They are 

poorly targeted (in the sense that they benefit wealthier rather than poorer people) and promote 

allocative inefficiency. Nevertheless, reducing them has proven politically contentious, and in 

any case any reductions achieved are likely to be directed preferentially to reducing the 

government`s deficit. Moreover, to the extent policy-makers focus on improving targeting rather 

than reducing the amounts of the subsidies, since the poverty incidence remains high, it may 

prove difficult to secure strong reductions in the flows of subsidy payments. 

 

In recent years, Zambian policy-makers have varied their policies regarding public-sector pay 

levels. In 2013 they increased pay rates sharply, but thereafter, facing inflationary and deficit 

pressures, restrained and even froze them. Wage policies affect both priority and non-priority 

expenditure, of course -- and priority expenditure is particularly labour-intensive, accounting for 

the majority of the government’s workers. Wage freezes would affect education and health 

workers` welfare, work quality, and morale, as it has done in the past. Advocates for priority 

expenditure must consider to what extent wage restraint is helpful for education and health 

expenditure, since the good health and strong morale of workers in these sectors is crucial to 

the success of their efforts. 

4. External-debt service: In 2005 the multilateral debt-reduction initiative (MDRI) reduced 

Zambia’s external debt nearly to zero. Favourable world conditions over the years 2006-2014 

enabled Zambia to grow without taking on significant additional debt. In recent years, however, 

Zambia has issued Eurobonds to enable it to make rapid progress on transport infrastructure. 

This led to a significant increase in the debt-GDP ratio, to about 35-40 per cent of GDP. The 

country has not yet crossed benchmark “danger lines.” Nevertheless, policy-makers are acutely 

aware that external debt restructuring cannot be regarded as a feasible source of enhancement 

of the fiscal space. Zambia faces a substantial repayment burden beginning in 2021. 

Refinancing would be probably straightforward if world conditions were to revert to what they 

were in the 2006-2014 period, but could prove difficult if current circumstances persist. The 

2015 Budget Speech indicated that the Government would begin contributing to a “sinking fund” 

for the Eurobond repayments. While this seems only prudent, it would diminish the fiscal space 

for child-beneficial expenditure. 

5. External debt disbursements: Because Zambia’s prospects are less favourable than in 2006-

2014, it seems clear enough that further Zambian sovereign-debt issues would not be feasible 

in the medium term(In any case, it would always be inappropriate to use debt to fund education, 

health, and social protection expenditure;) 

6. Net internal borrowing: Since internal borrowing is for shorter terms and have higher interest 

rates than external debt, it would be even more inappropriate to use domestic loans specifically 

to fund priority expenditure. Nevertheless, any fiscal-space financing gap would be covered with 

internal borrowing flows. IMF Staff have recommended that policy-makers limit net internal 

borrowing flows to two percentage points of Zambia’s GDP, in view of the limited size of 

Zambia’s domestic financial markets and the need to ensure that internal financial markets be 

available for private-sector business. 5 

 

This general review of the possibilities leads to the conclusion that the best possibilities for 

increasing the fiscal space for priority expenditure would be first, net subsidy reductions to the 

extent these can be achieved, and second, improved tax administration. It stands to reason, given 

the financial circumstances likely to prevail in the medium term, that policy-makers will generally 

prefer to use any gains in these areas for deficit reduction. The sensitivity analysis discussed in 

section 1.6 below examines this possibility in quantitative terms.  

 

                                                           
5  See the IMF’s June 2015 Staff Report for the Article IV consultation, p. 12 
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1.6 Projections of Zambia’s priority expenditure and fiscal space, 2016-2020 

Appendix 1 describes the results of an Excel-based fiscal-space projection exercise and sensitivity 

analysis for Zambia.6 

 

The exercise applies the government-budget accounting identity discussed in section 1.3 above. 

For each projection year, the priority expenditure flow is determined by applying programming 

assumptions to the previous year’s priority expenditure flows. Simultaneously, for each projection 

year, each of the below-the-line accounts except for the net internal financing flow is determined by 

applying programming assumptions to the previous year`s value for that account. The net internal 

financing flow can then be calculated residually from the accounting identity. This value completes 

the financing of the projected priority expenditure flow, and it may be evaluated for its financial 

feasibility. A financing flow that is “large” as a percentage of GDP, or which implies that the internal 

debt stock would rise as percentage of GDP, may be regarded as not feasible. The financial 

feasibility of the net internal financing flow may be regarded as the financial feasibility of the 

programming assumptions taken together. 

 

Each set of programming assumptions, taken together, constitutes a “scenario.” The relatively 

simplified, illustrative projection exercise discussed in Appendix 1 applies a “base” scenario and 

several alternative scenarios to historical data. Each scenario comprises programming assumptions 

for the years 2016-2020 in the categories listed in section 1.3 above.  

 

For each scenario, some of the assumptions are set as simple numbers (growth rates, percentages 

of GDP, etc.). Many of the assumptions, however, are constructed from other assumptions. For 

example, the growth rates of real GDP and of the price level are numbers that the analyst chooses 

for any given scenario. It is straightforward to combine these assumptions into an assumed growth 

rate for nominal GDP. 

 

In each projection exercise, priority expenditure is projected over the projection period. Non-tax 

revenue, external grants, non-priority expenditure, debt service, and external borrowing are 

projected. The residual is the net internal-borrowing flow. For each projection year, the value of this 

residual is what may be called the projected “fiscal-space gap” for that year. The fiscal-space gap is 

the basic indicator of the feasibility of the scenario. A “very large” fiscal-space gap would 

presumably be difficult to finance in Zambia’s domestic financial markets, and would produce a 

large increase in the internal debt-GDP ratio. For this reason, if the fiscal-space gap is large, it 

should be considered an indicator that the scenario is financially unfeasible. Such a scenario would 

have to be revised, to reduce projected priority expenditure and/or to increase the projected fiscal 

space in some specific way. 

 

In its presentation of the base scenario, Appendix 1 describes its component assumptions and 

characterizes the projection results. The real-GDP growth rate is assumed to rise gradually from 

3.2 per cent in 2016 to 5 per cent in 2020. Most of the remaining programming assumptions are 

intended as “neutral”, non-controversial, base-line assumptions that would produce no significant 

changes in the fiscal structure as the real economy grows. The results of the base scenario would 

provide a basis of comparison with alternative scenarios incorporating some assumptions that differ 

from those of the base scenario. 

 

Under the base scenario, priority expenditure would average 7 per cent of GDP over the years 

2016-2020. Over these same years, in real terms, total priority expenditure would average 

                                                           
6  The Excel file is one of the deliverables of the present assignment. It is intended either to be used itself, or to serve as a 

model for a similar exercise that UNICEF could develop and apply. 
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US$210.70 per child at 2015 prices and exchange rate. Under the base-scenario assumptions 

regarding tax and non-tax revenue, external grants, non-priority expenditure, and external- and 

internal-debt stocks and flows, the projected priority-expenditure flows would produce a fiscal-space 

financing “gap” that would have to be covered with internal financing. The required internal-

financing flow would average 3.4 per cent of GDP, which would exceed the 2 per cent ceiling that 

IMF staff have recommended. In this scenario, total government (external and internal) debt would 

end in 2020 at 47 per cent of GDP. 

 

The alternative scenarios presented in Appendix 1 should be considered illustrative. They describe 

the consequences of possible policy approaches. Scenario 1, for example, shows that an 

improvement in the value-added-tax administration could significantly reduce the fiscal-space gap. 

Scenario 2, on the other hand, suggests that significant additional staff hiring in education and 

health would significantly increase the gap. Scenario 3 suggests that a combination of improvement 

in the VAT administration could “fund” an increase in education and health staffing levels. 

 

Table 1.4, which is drawn from the Appendix 1, summarizes the assumptions and results of the 

sensitivity analysis. Appendix 1 describes the analysis – in particular, the details of the scenarios -- 

in detail. 

 

Table 4 Zambia: Sensitivity analysis for the fiscal-space projection exercise 

Scenario: 0 1 2 3 4 

Programming assumptions:  

Real GDP growth, 2016-2020 Rises 

gradually 

from 3.2% 

to 5,0% 

Rises 

gradually 

from 3.2% 

to 5,0% 

Rises 

gradually 

from 3.2% 

to 5,0% 

Rises 

gradually 

from 3.2% to 

5,0% 

Rises 

gradually 

from 3.2% 

to 6,0% 

Domestic VAT collection 

efficiency, 2016-2020 

Remains at 

2.8% 

Rises 

gradually 

from 2.8% 

to 3.3% 

Remains at 

2.8% 

Rises 

gradually 

from 2.8% to 

3.3% 

Remains at 

2.8% 

Import VAT collection 

efficiency, 2016-2020 

Remains at 

56,0% 

Rises 

gradually 

from 56.0% 

to 67,2% 

Remains at 

56,0% 

Rises 

gradually 

from 56.0% 

to 67,2% 

Remains at 

56,0% 

Growth rate of education 

expenditure/growth rate of 

child population, 2016-2020  

1.0 1.0 1.5 1.5 1.0 

Growth rate of health 

expenditure/growth rate of 

overall population, 2016-2020 

1.0 1.0 1.5 1.5 1.0 

Growth rate of social-

projection 

expenditure/combined growth 

rate of the population in 

poverty and the cost of living 

1.0 1.0 1.5 1.5 1.0 

Results:  

Average tax revenue/GDP, 

2016-2020 

14.2% 14.7% 14.2% 14.7% 14.2% 

Average priority 

expenditure/GDP, 2016-2020 

7.0% 7.0% 7.2% 7.2% 7.0% 
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Scenario: 0 1 2 3 4 

Average priority expenditure 

per child (U.S. dollars at 2015 

prices and exchange rate), 

2016-2020  

US$210.70 US$210.70 US$216.20 US$216.20 US$213.40 

Net internal debt flow/GDP, 

2016-2020 

3,4% 2,9% 3,6% 3.1% 3.3% 

Total government debt/GDP, 

2020 

47,0% 44.7% 47,9% 45,7% 45,2% 

Source: ZmFS.xlsm workbook 

 

1.7 “Mapping” of the Zambian government’s funding sources to its expenditure 

programs 2012-2020 

The “mapping” of the Zambian government’s funding sources to its expenditure programs, and, in 

particular, its priority expenditure, can be characterized straightforwardly. The Zambian 

government’s overall funding flows comprise (1) tax and non-tax revenue, (2) external grants, and 

(3) the fiscal deficit. The fiscal deficit comprises the net external and internal financing flows. Over 

any time interval, total funding flows are identically equal to total expenditure flows. Overall 

expenditure comprises the three categories of (1) priority, (2) non-priority non-interest, and 

(3) interest expenditure. 

 

With limited exceptions, no category of expenditure can be said to be directly linked with any 

particular funding source, and no funding source can be said to be linked with any particular 

expenditure. The exceptions are that some grants and loan disbursements are provided to fund 

specific project expenditures, and these would be in specific sectors. Apart from these exceptions, 

funding flows into a single general fund, and this fund general fund is available for any budgeted 

expenditure. 

 

Figure 6 on the next page is a broad fiscal-mapping chart, with 2016-2020 projections according to 

the base scenario. The projections are set out as percentages of GDP7. In the “stacked-bar” 

presentation, funding sources are below and expenditure flows above the horizontal axis: the sum 

of everything below the horizontal axis funds everything above. For each year, the sum of all flows 

above the horizontal axis is precisely equal to the sum of all flows below the horizontal axis. (Note 

also that the sum of the net external and internal financing flows is the same, by definition, as the 

overall fiscal deficit.) 

 

With the limited exceptions mentioned above, budget funds are, in the common expression, 

“fungible.” That is, all funding sources are available each year for any expenditure. Thus, in 

principle, in any projection year, the priority expenditure flow (immediately above the horizontal 

axis) could be increased by increasing the total funding flow or by reducing the non-priority and 

interest expenditure categories. 

 

Figure 1.1 shows some of the essential characteristics of Zambia’s fiscal circumstances. As noted 

above, the projection exercise bases future expenditure flows on programming assumptions, and 

calculates the net internal financing flow residually. 

 

As projected for the base case, the expenditure flows would imply a continuing deficit. Most of the 

financing would come from internal sources. As discussed in Appendix 1, the deficit and the net 

                                                           
7  In the Excel file, it is easy to select alternative units of account, such as U.S. dollars. 
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internal financing flow would be relatively large as a percentage of GDP: it would exceed the 2-per-

cent-of-GDP flow recommended by the IMF, and it would lead to some increase in the internal debt-

GDP ratio. In order to maintain the priority expenditure flow as implied by the programming 

assumptions, policy-makers would need to find ways to increase other sources of funding or to 

reduce priority expenditure. 

 

Conclusion 

This chapter’s underlying premise is that UNICEF will continually urge the Zambian government to 

maintain a steadily growing flow of child-friendly expenditure. The chapter’s central 

recommendation is that UNICEF can improve the effectiveness of its advocacy by maintaining and 

reporting the results of continuing retrospective and prospective analyses of the priority expenditure 

flows and the fiscal resources on which they are based. 

 

In its advocacy, UNICEF should emphasize that the priority expenditure flow must be sustainable: 

the government must avoid having to cut back an expenditure level (in real per-child terms) once it 

has been attained. 

 

Figure 6: Zambia: Fiscal-mapping, 2012-2020 (base scenario) 

 

Source: ZmFS.xlsm workbook 

 

To sustain an adequate child-friendly expenditure flow, advocates for child-friendly expenditure 

must recognize the importance of maintaining expenditure programs that help ensure strong 

medium-term growth rates – in particular, investment programs that help generate higher medium-

term growth. Higher medium-term growth would produce higher tax revenues, and this would 

increase the fiscal space for child-friendly expenditure over the medium term. 

 

The essential point of the projection exercise is not so much its specific assumptions and results, 

but rather that UNICEF could use this or a similar exercise in its dialogue with Zambian policy-

makers and with other stakeholders in Zambia’s public finances. By continually maintaining an up-

to-date historical data base and trying out different assumptions, UNICEF analysts should be able 

to bring quantitative analysis “to the table” as they participate in the ongoing conversation about 

expenditure policy in particular and overall fiscal and macroeconomic policy more generally. 
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2 Political Economy Analysis 

2.1 Introduction 

The political economy analysis focuses on uncovering political and economic incentives in the 

policy and decision-making steps in the budgeting cycle. The question is what incentives and 

disincentives decision makers respond to in formulating the ambition and role that public budgets 

will play in public service delivery and particularly in investing in children. In this regard, the 

research focused on key decision making moments and the incentives that appear to inform them 

particularly in regards to planning and prioritisation, budget preparation and allocations (to line 

ministries and/or sub-national authorities or specialised agencies). It is particularly important to 

acknowledge that where the incentives for decision makers coincide policy is more likely to be 

formulated and also funding allocated. Conversely where the incentives are not sufficient and the 

disincentives do not overwhelm, policy can be formulated but with little incentive to implement it or 

allocate budget.  

 

The macro level analysis focused on identifying the political economy incentives that are in play 

when resources are mobilised and financial allocations made by governments. The analysis was 

accompanied with findings from key informant interviews held with UNICEF, another influential 

international development partner to ‘children’, high-level government officials in planning and 

resource allocation, officials in the parliament, a media expert, an editor of a national, widely read 

newspaper, two parliamentarians (one of whom was a former minister), a think-tank focused on 

government policy making, a think-tank with experience contributing to parliamentary oversight of 

financial allocations and expenditures, a prominent representative of the churches in Zambia and 

an influential child rights non-governmental organisation. 

 

The eight days of field work was dedicated to conducting a number of ‘confidential’ interviews8 

combined with an inception and an exit meeting with UNICEF Zambia. It is important to note that at 

best respondents spoke of their experience on the periphery of decision making; even those that 

have inside knowledge were reluctant to speak plainly of what are, in the end, highly sensitive 

processes. The plan to include an analysis of the political economy dynamics in three priority 

sectors proved challenging. The few interviews held with sector specialists (e.g. with the Ministry of 

Health) revealed that political-economy dynamics within the education and health sectors are 

intricate and substantial. The incentives and power dynamics in the social sectors are inter-twined 

with local/village, regional and national politics as well as a myriad of commercial (e.g. medical 

procurements, text books and curriculum setting, major labour interests) and other interests. 

Limitations of time and resources made it impractical to pursue these more thoroughly. This means 

that further analysis on the dynamics at sector and local government levels would be advisable. 

However, given the resource constraints this analysis might be best incorporated into the advocacy 

approach.  

 

The chapter begins with a summary of the political context. The following sections address the 

status of children in Zambia politics and Zambia’s constituencies and their relationship to political 

priorities. Moreover, an analysis is provided of public finance decision making. Finally, the chapter 

examines entry points for advocacy. 

                                                           
8  See Appendix 2 for a detailed list of respondents.  
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2.2 Political Context 

Zambia has evolved since its independence9 from what was, to all intents and purposes, a one-

party state to what is now an emerging vigorous multiparty democracy. While the Executive has 

strong constitutional powers, it is by no means a dictatorship. After 35 years of rule under UNIP and 

20 years under MMD, it could be argued that Zambia is only now emerging as the sort of multi-party 

democracy where leadership is contested based on issues and not purely partisan loyalties and 

ethnic identity. It is important to note that in the 2011 elections, Zambia’s founding political parties 

UNIP did not manage to get a seat in parliament. MMD’s 1991 win of 125 seats dwindled to less 

than 1% of the vote by 2015. The August 11th 2016 presidential elections has been fiercely 

contested by the newly emboldened United Party for National Democracy (UPND) which garnered 

only marginally fewer votes than the PF.  

 

What is needed to win elections is also changing. Ethnicity still matters but there is a growing, 

urbanised and politically connected middle class that increasingly serves as a contrast to the 

working classes, the poor and rural populations that increasingly appear to be left behind 10. The 

political and economic context is further aggravated by contrasts between ‘ordinary working 

Zambians’ and an influx of Chinese, Indian and regional entrepreneurs seen as outsiders unduly 

benefiting. The visible accumulation of wealth by ‘outsiders’ combined with the fact that the mining 

and maize sectors effectively make a vested elite richer by sending Zambia’s resources overseas is 

fertile ground for resentment based politics. Resentment is likely to be a potent political currency 

aggravated by the fact that urban and rural interests are in conflict most notably on maize and 

fertilizer subsidies. There are risks, noted with concern by some respondents, that resentment 

could serve to mobilise the youth: more than half the population is under twenty-five years old, few 

will find formal employment but currently this constituency is not well organised nor shaping politics 

to the extent their numbers would suggest. 

 

Modes of intervention by international development partners, then, need to take cognizance of the 

reality that there are multiple constituencies with powerful voices capable of advocacy (based in 

part on electoral strength, in part on tribal loyalty and in part in access to and influence over 

valuable resources) and some ability to force compromise.  

 

 

2.3 Children in Zambia’s Politics 

The narrative and concepts evoked in public policy and by political parties through their manifestos 

and political branding is essential to any political actor. When faced with a dominant political 

narrative that does not encapsulate one’s interests, the options are to either work to overthrow that 

narrative or to redefine the narrative so that one’s interests are aligned with those of political elites 

and thus seen as less of a threat. This section demonstrates that there is sufficient evidence to 

suggest that the dominant political narrative is more in line with that of a middle income or 

developed economy than a country ravaged by poverty. The implication of this observation for 

                                                           
9  Zambia became independent in 1964 with Kenneth Kaunda and the United National Independence Party (UNIP) taking 

control of government and eventual governing the country as a one party state from 1972 to 1991. By the late eighties, 

opposition to UNIP had become palpable and opposition had coalesced into a formidable political power, the Movement 

for Multiparty Democracy (MMD). A national election was called and the MMD swept into power taking 125 of 150 seats, 

with UNIP only maintaining prominence in Eastern Zambia. The MMD’s Frederick Chiluba held the presidency for the next 

decade. Chiluba was unable to maintain control of the MMD losing out to Mwanawasa, himself replaced by Rupiah Banda 

(when Mwanawasa died in office in August 2008) who managed to keep the MMD in power until 2011. In 2011, however, 

voters turned against the MMD and elected the Patriotic Front’s Michael Sata. After Michael Sata passed away in 2014, 

Edgar Lungu was elected in the 2015 presidential by-election. The Patriotic Front and Edgar Lungu were re-elected with a 

narrow majority on 11th of August 2016. 
10  This finding is corroborated by political economy analysis done by Cheeseman, Saasa, Scott and others. 
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children’s advocates in Zambia is that unless they have the power to supplant the current narrative, 

they need to redefine the current narrative so that it incorporates children’s needs. A key 

observation of the researchers is that in the medium term future the success of child advocates in 

Zambia will be measured by the extent to which child rights and child poverty are embedded within 

Zambia’s economic growth and first world ambitions. 

 

The portrayal of Zambia as stable wealthy and sophisticated country can be seen in “Zambia's 

Vision 2030…of being an inclusive, prosperous and peaceful nation, where economic and social 

development is equitable, where human rights and rule of law are upheld, and where there is 

gender equality.” Vision 2030 is an affirmation that Zambia stands toe to toe with richer countries 

and its priorities come from sober medium term planning more so than a frantic response to a dire 

challenge. Zambia wants to be “a prosperous middle income nation by 2030” (Vision 2030). The 

Vision 2030 is founded on seven key basic principles. These principles are: (i) sustainable 

development; (ii) upholding democratic principles; (iii) respect for human rights; (iv) fostering 

family values; (v) a positive attitude to work; (vi) peaceful coexistence; and (vii) upholding 

good traditional values”. Principles 4, 5, 6 and 7 point to a different emphasis from how the 

international community explains problems relating to social and economic development in Zambia 

(i.e. characterised by deprivation and inequality). Vision 2030 is aspirational in tone and focused on 

generating a vision that all Zambians can buy in to….as one would expect in a country fragmented 

by tribal identities, different cultures, many different languages and visibly disturbing inequalities. 

However, it is also consistent with the field work finding that Zambia has an influential well-

educated (and often young) elite, increasingly urbanised, cosmopolitan, skilled and deeply 

uncomfortable with portrayals of Zambia as a ‘third world economy’.  

 

Political Parties 

The dominant political parties also echo this sentiment of Zambia as stable, wealthy and 

sophisticated most likely because it has measurable political value. 

 

The strongest opposition party’s election promise equally eschews a focus on the urgency of 

poverty alleviation in favour of 

“a united, prosperous and 

equitable Zambia in which 

every child is able to access 

quality education from primary 

school to university; where the 

youth are equipped with the 

skills necessary to find 

employment” (UPND Party 

Manifesto) … “Zambia is a 

Christian Nation – Religion and the State” are intertwined. ‘Education’ is not about poverty it is 

about empowerment and most importantly jobs. 

 

Poverty, itself, is presented as being about improving equality rather than being a national urgency. 

Even nutrition (which relates to the more than 40 per cent of Zambia’s children under 511 that are 

stunted) is couched in a vision of a healthy (presumably moral, disciplined and uncorrupted) 

population. The equation introduced here is that a healthy population and a healthy government 

has been threatened by neglect of the former government. The story being told is that Zambia’s 

would be a rich country were it not having to deal with the legacy of colonialism and the corrupting 

practices set in place with Zambia’s first two governments. For UPND, the secret to Zambia’s 

success is denying the narrative of poverty in place of one which essentially claims success is 

                                                           
11  See European Union factsheet on Nutrition in Zambia. 
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about hard work and moral fortitude. In this regard, there is an accordant strong emphasis on the 

competence of the UPND leader, Hakainde Hichilema (HH), who brings a new style of competence 

in Zambia that combined with a Christian ethic and Zambian ‘self-made’ roots will bring progress. 

As UPND’s manifesto illustrates, the role of the politician is to be wise enough to counsel doctors 

and Christian enough to comfort the sick.  

 

Zambia’s incumbent party, the Patriotic Front (PF), has developed a similar narrative in its 

manifesto and election campaign. Instead of poverty alleviation the PF chooses promises to take 

citizens “towards an 

Industrious, Prosperous, 

Peaceful, Stable, United, 

Democratic, and 

Inclusive Zambia, under 

One Zambia, One 

Nation”. The PF grants 

prominence to its social 

welfare type 

commitments, such as 

successful expansion of 

the social safety net from 

42,000 to 242,000 

between 2011 and 2016 

as well as increase of 

the tax threshold from K1,000 to K3,000. The PF’s manifesto reflects a very strong technocratic 

bent – the document is policy heavy as if to demonstrate the party’s comparative experience after 

five years in power. Like the UPND, the PF also calls for enhancing the role of the Church in 

government promising to “work hand in hand with the Church to enhance the social and economic 

development of the country [and] ensure that the Church provides spiritual guidance in State 

affairs” (PF Party Manifesto). The PF’s vision for Zambia is more in line with that of a prosperous 

nation than one mired in poverty. The picture, for example, opts to demonstrate the party’s 

commitment to women in a formal, influential and affluent setting rather than a picture of poor 

female Zambians. 

 

 

2.4 Constituencies and their Relation to Political Priorities 

Respondents explained that Zambia’s leaders see the country’s development challenges as 

originating from the country first been exploited by the former colonial power and then by previous 

governments that used the momentum for independence to take control of the country in service of 

their vested interests. This let the country slip behind through a mix of waste, corruption and poor 

policy making (by implication by uneducated, backwards or traditionalist Zambians). Respondents 

pointed to a sense that political elites are framing corruption as a relatively modern, and imported 

phenomenon that is best combatted by hard work, traditional and Christian values. What this might 

mean for international actors is that their perceived authority might be eroded as Zambian decision 

makers eschew international solutions for ‘home grown’ options.  

 

This shift in narrative needs to be understood as produced through the coming together of different 

influential constituencies (whether mobilised or not) in a way that delivers on their respective 

interests. Zambia is on the road to middle income status and capital and government are 

increasingly controlled by elites who should not be presumed to represent or act for the poor. As in 

most parts of the world, the poor and disenfranchised do not de facto have a powerful voice. In this 
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regard, as in any political system, the needs of disenfranchised are only likely to be addressed if 

they coincide with the interests of elites. And these elites are most likely to be responsive to 

constituencies that either put and keep them in power or if let run loose, risk removing them from 

power.  

 

In poorer countries, international actors are powerful constituencies in their own right partly 

because their decisions have direct consequences on the economy, the fiscus and balances of 

payment. However, in Zambia, international actors do not have the same leverage because of 

Zambia’s comparative wealth and this leverage has been reduced by the relatively recent demise of 

large scale budget support. International development partners now compete with emerging lenders 

like China as well as the current macro-economic climate in which international investors are more 

willing to lend in hard currency to Zambia. In this context, then, it is important to recognise that the 

political climate in Zambia points to the rise of key constituencies of growing importance whether it 

is because they can get people to vote, mobilise resources, add legitimacy and authority to sitting 

governments or shape messages to voters and other constituencies. 

 

The constituencies identified below should not be mistaken for necessarily being organised or 

mobilised. They are identified because of their perceived importance to Zambia’s current political 

elite partly by way of what respondents reported as who is influential and because they appear 

prominently in party manifestos and political debate. Here it is important to recognise that political 

power comes from either responding to the needs of constituencies or alternatively speaking on 

behalf of these constituencies. Youth and women, for example, are under-represented in the 

legislature and in decision making structures but that is both due to mobilisation and organisational 

reasons as well as because elites have successfully convinced the electorate they speak on behalf 

of/represent these women and youth even if they are not women or youth themselves. Here it is 

important to entertain the notion that a constituency that can deliver votes and is not organised is 

potentially more valuable to a politician than one that is organised. After all, an organised 

constituency can opt to change who they support when their needs are not met in a way that a 

disenfranchised constituency may not have the capacity to do. 

 

The implication of the rising importance of domestic constituencies in Zambian politics is that if child 

advocates are to ensure continued influence they need to strengthen the voices of these 

constituencies when it comes to their child related interests. For example, insofar as the youth 

demand jobs, they should go beyond labour intensive public works and also point to the challenges 

relating to primary and secondary education. Similarly, when the church calls for a return to family 

values this should go beyond preaching against alcohol and populist television shows and be 

directly associated to education, health care and protection services. 

 

 

2.4.1 The church 

The church occupies an enormous role in that it is positioned by the PF and UPND as an antidote 

to corruption and waste. The church is also seen as a respected and critical voice on government 

performance. The church has secured an influential role in its ability to ‘anoint’ clean governments 

in the public view. Whilst the role of the church is tacitly acknowledged by development 

practitioners, however, there are signs that the power of the church (and the ‘institution’ of faith) is 

misunderstood. Respondents in the legislature, for example, reported that four churches are 

regularly consulted throughout the policy making and debate process12. Whilst international 

                                                           
12  Nkandu Chilombo from UNICEF Zambia points out that the new constitution and referendum passed despite strong 

opposition from the church mother bodies but in certain instances, the pastoral letter/Catholic bishops letter was seen to 

shape government decision making. In this regard, should resources allow, it could be valuable to commission a further 

study tracking the influence that the churches have on government policy and more particularly the influence of these 

letters and whether the church is open to inputs from child advocates in writing these letters. 
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development partners are associated in public as advocating for changes to child marriage 

practices, respondents pointed to the churches working behind the scenes to get parliamentarians 

interested on the subject. This relationship is not new. In fact, the Kenneth Kaunda government was 

purported to have established a missionary in State House. Other respondents in the church 

reported that there is a strong symbiotic relationship between prayer and agenda setting in the 

political arena whereby the church demonstrates its value to believers by getting politicians to 

speak to what is being prayed for and for religious leaders to lead prayer in relationship to political 

objectives that are the subject of political debate. One influential respondent explained “churches 

have been pivotal to Zambia since the independence struggles…the church is part of the national 

identity and prayer has always been about political voice.” It is not government but rather “the 

church [that] takes care of the discarded; gives voice to those on the margins”. The relationship is 

not without conflict, however. Modernists in government complain about “fundamentalist religious 

elements” impeding and sabotaging progressive policy making. Yet another respondent complained 

of a “love-hate relationship between government and the church.” But in the end, politicians need 

the church since it has an out-sized influence in terms of shaping national political agendas, 

building and shaping constituencies particularly in rural and marginalised communities and in the 

current context certifying or criticising the moral standing of elected officials. Further, at least one 

respondent acknowledged that in terms of social services in Zambia, the Church is a “is a sleeping 

giant [that] will find its’ way to the table.” 

 

 

2.4.2 The private sector 

Another local constituency that benefits from the current political narrative that Zambia is on the 

cusp of becoming a domestically grown economic power house is the private sector and particularly 

the mining sector (and to a lesser extent the agriculture sector). On the one hand this constituency 

consists of established business interests that successfully lobby through chambers of commerce 

and even some well-known publically owned think tanks. They are efficient and effective in terms of 

getting their interests represented in fiscal decision making. One respondent explained (and others 

confirmed) that “they [the private sector] use public consultation effectively. They always come with 

concise, clear arguments. They use evidence and numbers. They always have a few easy wins that 

[Ministry of] Finance can say yes to … they always come across as though there is a consensus on 

what needs to be done for the economy.” The mining chamber and mining companies have even 

greater access in that they are seen as providers of quality education and health care. This then 

extends to an exalted position for civil engineers in the political space. Even in parliament, one 

respondent reported that “parliamentarians with an engineering background should be part of 

budgeting, procurement and finances”. It is no coincidence, that Zambia’s somewhat controversial 

road programme sits on the three legs of responding to the exalted expertise of civil engineers, 

generating direct financial (including tender) opportunities for the private sector and reinforcing a 

narrative that modernists in government can move the country forward through their own will and 

planning (i.e. explicitly without the influence of international development partners). 

 

 

2.4.3 The media 

The media also appears to be emerging as an actor of growing influence and importance in 

Zambian politics. This is evidenced by the accusations of state manipulation when it comes to 

shuttering the Post Newspaper (perceived to be a critical voice of the current government) and 

forcing other media agencies to toe the party line. What is less spoken about is how effective 

Zambia’s political and economic elites have become at controlling the agenda of other media 

organisations. Control of the media will be an increasingly important site of influence particularly as 

Zambia’s middle class grows and as Zambia’s wider population gets access to internet and 

accordingly becomes a consumer of news and public opinion. News and public opinion will be 



 

 

 
37 

  

National Political Economy Analysis and Fiscal Space Profiles of countries in the Eastern and Southern Africa 

region 

increasingly invested in as the private sector spends more on advertising in securing greater means 

to expand access to a burgeoning middle class. As it stands during the current election period, this 

constituency appears to be largely in the hands of elites and unlikely to side with international 

development partners insofar as they see international actors as overly critical of government 

and/or criticising government’s control of or influence over the media.  

 

 

2.4.4 Civil servants and educated Zambians 

Civil servants and educated Zambians have an unusually high level of influence in Zambia. Many 

respondents explained that it is in the norm for the presidency and the Ministry of Finance to adjust 

or propose important public spending plans in closed door consultations with these intellectual 

elites (i.e. senior/influential civil servants, representatives of the mining sector, analysts from 

government think tanks, local academia and prominent consultants). The power of the civil service 

is evident in the development of the seventh national development plan, through which Zambia’s 

technocrats have established consultation entirely on their own terms and moved ahead with 

absolute confidence even though the document is being designed in a way that it will effectively set 

the development agenda for a newly elected parliament. This demonstrates the inherent 

assumption that technocrats have the authority to set developmental agendas before securing 

advice and endorsement from political principals.  

 

This influence extends all the way to the legislature. The first proposals for which MPs sit on 

parliamentary committees is made by the clerks of the committees. Committee Agendas are set by 

these clerks too. With the average committee comprising 70% of new parliamentarians this means 

that the architecture of public debate is laid by clerks in parliament more-so than by elected 

officials. For example, the fact that parliament passed the constitutional amendment that precludes 

Zambians without twelve years of formal education even though it directly goes against the interest 

of parliamentarians and even sitting ministers that have now been rendered ineligible to stand 

again. However, this group is set to go through a transformational change with the older generation 

of Zambia’s intelligentsia retiring and dying and younger (and often better educated) generation 

coming into positions of influence and power. In this regard, it is important to acknowledge that 

there appears to be a relatively small cadre of Zambians working in the public policy space in 

regards to children: this often translates into a revolving door between government, international 

organisations and think tanks. Essentially this means that UNICEF has potentially enormous 

influence if it is able to ensure positive relations with former employees many of whom, were 

directly referred to specifically as having worked previously for UNICEF by respondents.  

 

 

2.4.5 Women 

Women represent an influential and important constituency in Zambia even though their influence is 

not proportional to their numbers. Women leaders in particular play important roles in decision 

making in the sector and nationally; it is not uncommon to find educated women in positions of 

power. However, respondents were quick to point out that Zambia is still a traditional paternalistic 

society with clear gender dynamics in play when women participate in parliament or government 

processes (and women themselves are under-represented in senior positions). There are signs that 

finance and economic development are perceived to be gendered with a bias towards male 

decision makers. This gender bias is further exacerbated by the apparent constituting of the notably 

male dominated mining industry and civil engineers as respected authorities and experts in the 

public sphere. A number of respondents confirmed that children’s issues are dismissed behind 

closed doors by elites and decision makers as being ‘women’s issues’ and perceived to be of lesser 

importance. It is essential to note that this bias is only amplified by a tendency to justify economic 

development and infrastructure with quantifiable data such as in using internal rates of return 
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whereas children’s issues are justified as social spending. A notable opportunity to challenge the 

importance of spending on children would be to break the deadlock in using rates of return to justify 

spending on children. This would mean putting such data analysis in the hands of women 

advocates as well as strengthening the practice of treating investments in children in an as rigorous 

manner as that of investments in infrastructure or economic development.  

 

 

2.4.6 Youth 

Possibly one of the largest constituencies that is yet to be formally constituted is that of youth, 

particularly those who are already transitioning to adulthood. These children are clearly 

underrepresented in political decision making and there appear to be significant disincentives in 

play to involve them and prevent them being organised. “There is no hope for the youth” as one 

respondent claimed whilst another bemoaned the impression that “when youth speak out they are 

not heard.” Another respondent said: “there is a youth blackout in the development agenda right 

now”. This is no more apparent than in the organising of protests in relationship to government 

tuition fee subsidies where there is an impression held by some respondents that government both 

punished students for protesting (by delaying the start of the academic semester) and silenced 

organisers for fear that organised youth would prove a formidable political group. Chronic youth 

unemployment, high secondary school drop-out rates, child marriage practices, child pregnancies, 

increasing prevalence of street children, urban poverty and substance abuse all point to 

disenfranchised and disregarded children that is likely to grow in prominence as Zambia’s young 

population ages. 

 

 

2.5 Public finance decision making 

2.5.1 Introduction 

At first glance, respondents are quick to presume that the presidency and to a lesser extent cabinet 

constitute a black box of decision making that is impenetrable to outsiders and operates almost 

entirely at the service of the presidency. This narrative fits neatly into a stereotyped perspective of 

(as one respondent put it) “in African politics, the President [alone] decides what is happening.” 

Whilst there is some truth to the fact that the presidency has enormous influence over decision 

making, the respondent interviews imply this is less the case than commonly presumed. 

 

 

2.5.2 The budgeting process 

The budget calendar in Zambia is structured as follows: 
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Figure 7: Zambia’s budgeting process 

 

Source: Zambian Ministry of Finance and National Planning (2014). National planning and budgeting policy 

 

For a start, budgeting and financial allocation processes in Zambia are very consultative. Every 

year13 the Ministry of Finance starts a consultation with civil society, the private sector and four 

identified faith based institutions before officially formulating budget proposals. This results in the 

so-called green paper “MTEF”, after public consultations, and is considered as a draft budget.  

Alongside this public consultation process, there is also an internal budgeting process through 

which each line ministry draws up its proposed budget. The result of this external and internal 

consultation process is a structured budgeting process through which the ministries present their 

budgets, have them negotiated and then have them approved. Later on in the year further 

expenditure is considered through the extended estimates process. 

 

Respondents commented that this process is largely predictable and structured since the basis of 

the subsequent years’ budget is invariably based on a ceiling that is determined by the Ministry of 

Finance and is mainly dependent on implementation of the previous year’s budget, the medium 

term expenditure framework, increases or decreases in revenue. This process then results in the 

Ministry of Finance presenting a budget to the legislature which is then given to the Estimates 

Committee for analysis. The Estimates Committee reports back to the legislature and the budget is 

debated in parliament before being endorsed and finally sent to the presidency for approval. 

 

However, the process is also seen as being pre-determined and performative. On the one hand, 

respondents said it is an open secret that allocations to line ministries are decided in accordance 

with predetermined ceilings established well before the official budgeting process starts. On other 

hand, it appears as though decision makers want to demonstrate publicly that they do make 

concessions. In this regard, the budgeting process includes a predictable performance in which 

decision makers use the process to demonstrate their generosity, professionalism and rigour. 

Essentially these respondents mean that every year concessions are being made to key 

constituencies but only in the public’s gaze. These concessions are made also by demonstrating 

the competency of government officials. This means that constituencies that can make their case 

publically and as part of the official consultation process, and at the same time use well 

communicated quantifiable cost-benefit and fiscal impact analysis, stand a higher chance of being 

accommodated. 

                                                           
13  The clerk interviewed in the parliament complained that whilst the timetables for these consultations is published on the 

parliament website many actors are still unaware of when and/or how to participate. 
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Here it is important to acknowledge that it is par for the course in politics for those not in control of 

the budget process to claim the system is ‘rigged’. Whilst there is always some level of undue 

influence it is the opinion of the authors that the field work supports the observation that Zambia’s 

budget process has a fairly typical combination of responsiveness to constituencies/stakeholders 

and verifiable budget constraints. The implication is that there is still scope and available entry 

points for child advocates to explore and take advantage of in advocating for child interests in the 

budget process. 

 

 

2.5.1 Public consultation 

In the public consultation phase, a number of respondents reported that there is good will in the 

sense that government policy makers want to demonstrate they have listened to stakeholders 

(such as civil society, churches or constituencies) and to agree to requests, albeit within reason. In 

this phase, those stakeholders that are well-prepared and developed clear and coordinated 

advocacy plans tend to be more successful. In this regard, the private sector is seen as being very 

successful at making concise, evidence based arguments that can be funded. By comparison, 

consultations in the social sectors are seen as being undermined by advocates contradicting and/or 

openly competing with each other and using appeals to sympathy more so than ‘hard economic 

arguments’ for greater funding. The situation is not helped by the impression, as one international 

development partner put it, that “social sector partners do not feel confident to talk to the Minister of 

Finance”14. Furthermore, a number of respondents argued that international development partners’ 

focus on the formal, behind closed door decision making processes has led to them being under-

represented in the public consultation space. It is worth noting that once the budgeting process has 

concluded public consultations, government is tacitly communicating that the budget is no longer 

open for debate and rather they are looking for the budget to be supported by external development 

partners. 

 

 

2.5.2 Technocrats 

Budgeting and governance is a lot more technocratic than popularly acknowledged and 

evidenced by the fact that the previous national development plan was adopted by government 

without the legislature’s explicit approval. In the opinion of this author then, international 

development partners do themselves an enormous disservice when they discount the effectiveness 

and influence of low and medium ranked civil servants in public budgeting and planning in Zambia. 

Budgets are compiled by low and medium ranked officials before going to more senior officials for 

review and approval. Similarly, in certain circumstances policy15 is influenced by an often largely 

unseen cadre of younger, educated Zambians that government utilises to get policy making started, 

thus according this generation of civil servants and think-tank official’s enormous agenda setting 

capacity (here further analysis would be most valuable better uncovering the incentives and 

attitudes to public spending financing held by this influential group).  

 

                                                           
14  This observation was corroborated by respondents in the Ministry of Finance and National Planning as well as in an 

interview with a multi-lateral donor. It is not definitively clear why this might be the case but some of the observations 

include reference to the fact that the World Bank and IMF have resisted discussing social expenditure as an ‘investment’ 

due to a policy that lending should not be used to pay for social services. Another possible explanation is that child 

advocates tend to come from social service backgrounds and thus are not necessarily trained or familiar with public 

budgeting processes. Finally, there is a clear gender disincentive in that public financing was seen by some respondents 

as the purview of authoritative men and that the space to discuss public financing is not welcoming to child advocates who 

are perceived to largely be a ‘women’s voice’. 
15  Thanks to Nkandu Chilombo from UNICEF Zambia for the observation that changes to “mining taxation” appear to 

disproportionately advantage certain sectors of society “like in 2014, Zambia changed the mining tax regimes three times 

in one fiscal year partly because of the chamber of mines.” The 2015 World Bank report “Making Mining work for Zambia” 

shows that despite copper accounting for 66% of copper exports mining companies only paid 16% of taxes collected. 
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Furthermore, in parliament comparatively low ranked clerks have influence, including setting the 

agenda for working committees and even proposing the first lists of committee members (unlike in 

other countries where this is an entirely political and partisan process). This was more apparent in 

the passing of the latest constitutional amendment. The 

amendment was passed by the same parliamentarians 

and ministers that are now precluded from standing for 

re-election (due to the new constitutional requirement 

that members of parliament must have twelve years of 

formal education). Furthermore, one respondent pointed 

out that 70% of committee members have no prior 

experience working on the committee they sit on. This 

gives the clerks significant influence in setting agendas 

and advising on what the work of the committee is. 

Similarly, the parliament’s budget office comprising four clerks advises most parliamentarians 

on the budget: with the budget books being thousands of pages (see picture), the clerk’s 

summary of the budget may have more impact on how members vote than the budget itself. 

Parliament makes a significant effort to demonstrate its transparency both through maintaining a 

decent web presence and the clerks enjoying a reputation for sharing information, including 

timetables for upcoming parliamentary debates and committee meetings. Parliamentary debates 

are publically broadcasted although some critics qualify parliament’s good will with the fact that a 

freedom of information act has not been agreed. It is particularly important to be cognisant of the 

changing power dynamics embodied in the new constitution where the executive will be reduced to 

a maximum of thirty posts (from almost 50) such that the next parliament will comprise 126 elected 

and 8 appointed MP’s monitoring the work of these thirty ministers. 

 

 

2.5.3 Outside the budget cycle 

A key respondent that had privileged access to the Office of the President, explained that extra-

ordinary expenditure programmes (i.e. that do not come out of the standard budgeting process, 

such as those funded with the Euro-bond for road construction) is often misperceived as being 

purely intended to cater the president’s intentions. The respondent argued that in fact, extra-

ordinary programmes arise out of a confluence of interests: (i) most notably those interests of the 

president wanting a legacy, (ii) possible rent-seeking with ‘tenderpreneurs’ and contractors, (iii) 

over-sized influence of civil engineers over economic development planning, (iv) desire to 

demonstrate less dependency on international donors for such funding, and (v) political interests in 

strengthening relationships with China (both in trying to replicate some aspects of China’s 

development model and to build partnerships with China through its state owned and state-

influenced contractors). 

In this regard, it is important to recognise a similar confluence of interests currently in play 

regarding the decentralisation debate that could feasibly lead to a coalition to spend more at local 

levels (without checking the challenges to accountability and ensuring that decentralised 

expenditures are targeted towards social service spending). Whilst this finding could not be verified 

at the same level, a number of respondents spoke of similar dynamics that strengthened the 

credibility of the key respondent’s explanation.  

 

 

2.5.4 Conclusions 

Most importantly it is important to pay attention to the fact that public finance in Zambia is 

characterised by sober, long term approaches and conversations. “Serenity” and gentle 

negotiations are the order of the day, and not short term antagonistic mobilisation that can be 

effective in countries like the US or South Africa. Actors perceived to have influence are purported 
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to play the long game, meaning that they use consultation opportunities both to flag their priorities 

in annual budgeting and to be able to refer back to them in the following budget cycle as well as 

when the extended Estimates Committee meets. Zambia uses medium term expenditure 

frameworks as well as consensus building processes such as in relationship to drafting medium 

term national development plans. At parliamentary level, a government assurance committee has 

been established in this vein so as to monitor ministerial compliance with their respective pledges. 

Accordingly, influential advocates tend towards a constructive short and medium term strategy that 

eschews confrontational approaches. They are also associated with always presenting their 

perspectives with evidence at hand and linking their priorities to clearly defined constituencies that 

are or importance to decision makers. A notable gap was how easily respondents dismissed the 

Ministry of Education as being ineffective because of the proportion of budget spent on teachers’ 

salaries, illustrating a popular perception that there is a disconnect between paying teachers and 

creating educated Zambians. 

 

 

2.6 Advocacy: Entry Points 

The following picture sketches the decision making process. Essential to understanding 

parliamentary processes is that at each stage decisions are contested and incur risks of conflict. 

Parliamentarians able to successfully change legislation pursue their interests throughout this 

process. In this regard, respondents in parliament argued that stakeholders pursuing their interests 

frequently make the mistake of not pursuing their interests throughout the process. For example, 

the respondent referred to advocacy attempts failing despite being successful at one or more steps 

of the process. Getting the question raised or even the motion tabled is not enough on its own, 

because it will require explicit or tacit parliamentary approval, even though parliamentary approval 

on its own is never sufficient.  

 

Figure 8: Parliamentary Decision Making Process 

 

 

 

 

 

 

 

 

 

 

 

The section below focuses on potential entry points for child advocates to improve their 

participation and influence on public finance decision making. Essentially what this means is that 

priorities and consensus are set at many different points in decision making and consultation 

processes. Whilst no advocate can cover all entry points, few advocates are successful without 

participating throughout the decision making cycle. In this regard, then, insofar as this report might 

have some value, an advocacy strategy should strive to ensure that child advocates participate in 

all forums available to them and throughout the process meaning from the early stage discussions 

through formal and informal consultations, in setting agendas through defining terms of reference of 

groups and consultants, through actual debate and decision making and finally in measuring and 

monitoring implementation.  
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2.6.1 Fundamental challenge in balancing the urgency of poverty reduction with equal urgency on 

accountability and democratic governance 

In many countries, such as appears to be the case in Zambia too, there is a bias in politics towards 

focusing on overall growth in the hope that poverty reduction will occur through expanding the 

country’s wealth as a whole, as everyone gets wealthier. Both in rich countries and in those where 

most citizens fall below the poverty line it is a challenge to convince governments to favour 

spending on poverty. In many countries in sub-Saharan Africa this challenge is complicated by an 

association of the ‘war on poverty’ on aid dependency16.  

 

Saasa’s17 analysis of the political economy of budget support in Zambia elucidates a fundamental 

problem in using a narrative of poverty and rights in the national public debate. “Poverty is the 

negative analogue of human development” Saasa explains and is thus linked to “deprivation of 

human rights through discrimination, disempowerment and exclusion that leads to loss of human 

dignity”. By implication this means that advocates who focus disproportionately on poverty and 

rights are at risk of being perceived as critics of the very decision makers they need as allies. The 

equation that implies poverty in Zambia only exists because rights are denied by elites to the poor 

is not a viable basis for building partnerships with elites. In this regard, the political space in Zambia 

is still dominated by concern about poverty but it is presented as being pro-poor or about inclusive 

growth or about graduating to middle income states, all of which are inclusive messages that are 

appealing to both elites and advocates for the disenfranchised alike. A number of respondents 

explained that the focus on poverty is worse in that it is fundamentally disempowering to local civil 

society and reform minded government officials. Framing poverty as an emergency of pandemic 

needing urgent redress, they claim, essentially positions accountability and governance challenges 

by comparison as less urgent and something that can wait. One respondent, for example, explained 

that the perception amongst many in civil society is that the international community is 

communicating that government should not be aggressively challenged (that civil society should 

“not rock the boat”) because there is too much important work that government needs to “deliver on 

now”.  

 

And whilst the term ‘elite’ might be uncomfortably used in development cooperation circles, 

as the above advertisement for a new apartment block in Lusaka shows, identifying as an 

‘elite’ has clear marketing power in Zambia. 

                                                           
16  See Zambia’s own Dambisa Moyo’s Dead Aid 
17  Saasa, O (2010) Political Economy of Budget Support in Zambia, Premier Consulting, Lusaka, Zambia. 
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The implication here is that child advocates in Zambia might want to consider investing in advocacy 

that better links the interests of Zambia’s elites to protection of and services to children. Here, 

attention to poverty alleviation cannot be abandoned but so too must it be reframed so that there is 

a recognised place at the table for child advocates when Zambia’s elites want to discuss growth, 

wealth creation, industrialisation and other developed world type aspirational goals. 

 

 
2.6.2 International development partners 

International development partners can increase political support for their priorities by 

demonstrating their importance to politically important constituencies and strengthening these 

constituencies’ voices in advocating for these priorities. International development partners could 

further leverage and garner support from local constituencies by using global agreements as the 

means to acknowledge local voices (much in the way that UNICEF’s local celebrity ‘ambassadors’ 

do). The importance of embedding global developmental priorities into local political priorities is 

pressing because: 

1. The relationship between Zambia and the international community has changed from being a 

recipient of aid to being an emerging power in its own right with decision making increasingly 

dominated by the maxim that ‘all politics is local’; 

2. Even when there is a willingness to give space to international development partners, the donor 

community has a reputation of being fragmented and in competition with each other in a way 

that undermines the message;  

3. The message that Zambia is less eligible for aid because of its middle income status devalues 

what is to be gained by political actors in partnering with international development partners 

(whose future in Zambia is by implication not assured in the medium term future).  

 

Regional recognition and standing amongst regional peers is as an important potential prize to 

many decision makers but it appears under-utilised. Southern African Development Community 

(SADC) was regularly referred to as having more influence than some international development 

partners even though SADC has major capacity problems and largely agrees with the same 

international norms embodied by organisations like UNICEF. This corresponds with real political 

incentives related to the fact that Zambia is concerned that it becomes a less influential regional 

actor because of the comparatively faster economic growth in East Africa, vast gas and oil 

discoveries in Mozambique, Tanzania, Uganda and Kenya as well as the fact that it is one of the 

poorest of the richer countries in Southern Africa (much smaller than South Africa, considerably 

poorer on a GDP per capita basis than more stable Namibia and Botswana). It is important to take 

cognisance of the likelihood that when put together there are significant incentives in play that will 

likely mean closer association with SADC and thus affording SADC officials a more authoritative 

voice (which could in turn prove to be a valuable entry point for UNICEF). It is also important to 

recognise that there is a natural connection between the Cooperating Partners Group and SADC in 

that South Africa is a member of both groups. Seeing that international development partners and 

SADC have signed up to similar international commitments on children’s rights and services, it can 

be concluded that if wedded together these actors could prove to be an influential constituency.  

 

For example, there have been references to regional advocates dealing with child rights that used 

the ‘star attraction’ of Cape Town and the University of Cape Town’s child budgeting unit to 

convene workshops and conferences with like-minded parliamentarians to introduce priorities into 

national legislatures in a coordinated manner. Similar approaches have been taken around climate 

change and environmental mainstreaming, corruption and accountability, gender and gender based 

violence. Essentially what this could mean is identifying a sub-set of like-minded parliamentarians 

across the region, bringing them together in a location that they find appealing, and getting these 

parliamentarians to understand that they are part of a larger peer group sharing the same 
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ambitions. This then is complemented with technical support on elaborating policy positions and 

monitoring parliamentary processes so that the peer group puts pressure on parliamentarians 

across the region to raise questions on child expenditure and or/to only approve ministry plans if 

they have a focus on children in them. 

 

 
2.6.3 Excellence and Ambitious Development Planning 

Amongst Zambia’s elite there appears to be a growing and influential constituency that wants more 

focus on building centres of excellence and emulating developed world economies alongside 

poverty alleviation, which is largely perceived as a never ending and somewhat unsolvable 

problem. Respondents reported that many decision makers believe that the primary  path to growth 

is to focus on building world class education and private sector institutions. The challenge, 

however, is that these ambitions are driven behind closed doors because they are associated with 

government abandoning its commitments to the poor. However, there are signs that even though 

this narrative does not dominate the public space, it is driving real resource allocations, e.g. through 

building new universities and now introducing a split secondary education track to allow 

government to concentrate on pupils of excellence. Some respondents explained the apparent 

need to get away from the self-defeating loop of talking about service delivery and focusing on 

investing in strategic issues; this is now positioning government between a supplier of public good 

and one that invests in the future and it is not clear which will be more influential. However, 

indications that the Seventh National Development Plan, will focus on economic growth particularly 

‘along the rail line’18 imply that this issue is of rising importance. One permanent secretary 

explained, “Donors [have] set up the dynamic where they support primary education – and 

government we invest in tertiary education.” This dynamic is further emphasised in that UNICEF is 

cited as being as well regarded by the parliamentary committee on child and human rights as it is 

disregarded by the standing committee on economic development. In the real world it also plays out 

in the fact that excellence is associated with the private sector and affluence whether it be in terms 

of health care on the copper belt or accessing early childhood development and educating a child 

all the way to university level.  

 

 
2.6.4 UNICEF’s convening authority 

Possibly one of the most important findings is that respondents uniformly acknowledge UNICEF’s 

comparative advantage as being its convening authority. More so even than other international 

development partners UNICEF was referred to by respondents (without direct questions on the 

subject) as having enormous access to high-level decision makers and representatives of important 

constituencies. In this regard, in a number of cases, respondents expressed dismay that this 

convening authority is more associated with implementing UNICEF’s corporate agenda than in 

terms of using it to build alliances and give voice to domestic actors and constituencies that are 

committed to the sector too. Like with perceptions of the donor community as being fragmented, 

children’s advocates were perceived as being hampered by not speaking with one voice on their 

shared interests. “UNICEF has a unique role to play” explained one respondent, “but sometimes 

they are just an office in a building, very difficult to reach, hard to access”. As another respondent 

explained, parliamentarians by the very nature of being elected become disconnected from the 

needs of their constituencies. “What do you think happens to a parliamentarian’s mind when it gets 

to the point that even the wife wakes up and calls her husband ‘your excellency’ in the morning?”. 

The role of advocates is not to elect the right parliamentarian and hope he or she does a good job; 

it is rather to consistently advocate and work with parliamentarians and other decision makers to 

encourage them to deliver to their constituencies. Here in comes the critical problem because 

“international organisations increasingly occupy a space that should be occupied by local 

                                                           
18 http://www.parliament.gov.zm/sites/default/files/images/publication_docs/SPEECH-1.pdf 

http://www.parliament.gov.zm/sites/default/files/images/publication_docs/SPEECH-1.pdf
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organisations…even now parliamentarians routinely say to civil society ‘who elected you’? ‘Who do 

you represent’? I have legitimacy to the people that voted for me…what about you?”. UNICEF’s 

unique convening authority, however, is the panacea to this problem. By convening a discussion 

and encouraging local organisations to speak on behalf of children, UNICEF can get the message 

across as one that is locally owned and driven thus neutralising criticisms that international actors 

are not legitimately elected or representative of local voices. Further UNICEF’s convening authority 

is a comparative advantage compared to other international actors. Unlike many donors and 

development partners UNICEF is not associated with histories of colonialism or clear vested 

political and economic interests or even to uncomfortable discussions on profligate lending 

decisions and possible and unpopular structural reforms.  

 

 

2.7 Conclusion and recommendations 

The central message of the political economy analysis is that advocates for children’s issues 

are well advised to map out where their interests and those of Zambia’s decision makers align and 

use this information to build coalitions with those groups that are most influential in public finance 

decision making. A disproportionate focus on poverty alleviation and children’s rights might not go 

well with these decision makers, who have a focus on growth and modernisation.  

 

The graphic below attempts to summarize the political economy analysis. It provides for a 

rudimentary mapping of where Zambia’s political priorities match with children’s issues. The 

purpose of the graphic is to draw attention to what current political priorities offer good opportunities 

to get child spending on the agenda. Issues in blue are how child advocates are seen as faming 

children’s issues, those in yellow come from respondent interviews and the analysis of party 

manifestos. Those in green are upcoming priorities and those that are likely to grow in prominence 

in Zambia’s political space. 

 

Figure 9: Zambia’s perceived political priorities mapped out 

 

 

By pictorially mapping out Zambia’s perceived political priorities in terms of their importance to 

elites and their importance to child rights and services it becomes immediately apparent that there 

are opportunities in which to participate and redefine political priorities so that they relate to and 
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embody aspirations to invest more in children in Zambia. In this regard, child advocates would be 

advised to target their advocacy at the decision makers that are pushing to ensure that 

industrialisation, safe families, inclusive growth and regional standing, are the key elements of 

Zambia’s vision for the future. In this regard, child advocates should equally recognise that this 

graphic representation is not static; the political priorities of elites should be continuously tracked so 

that there is continued attention to mainstreaming child rights and services.  
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Appendix 1 Fiscal space projections 

This Appendix describes the details of the base-scenario projection exercise discussed in 

Section 1.5 above. It then describes the results of a sensitivity analysis. 

 

The base-scenario programming assumptions are intended to be relatively simplified, to make the 

calculation relatively easy to carry out and to understand. The following general explanatory points 

are noted: 

1. The assumptions are “programming” assumptions. They are not intended, and should not be 

understood, as forecasts, but rather as plausible possibilities for planning purposes. In 

particular, the growth rates of government expenditure are intended as plausible policy settings; 

2. In general, the aim for the base scenario is to set programming assumptions that are “neutral.” 

For example, Zambia’s merchandise export volumes are assumed to grow at the same rates as 

the world trade volume, so Zambian exports maintain the same share of the world trade volume. 

The value of Zambia’s merchandise imports is assumed to grow at the same rates as GDP, so 

merchandise imports maintain the same percentage of GDP. For recurrent expenditure, the 

assumption that staff sizes will grow at the same rate as the population would be neutral in a 

similar sense; similarly is the assumption that government wage rates would grow at the same 

rate as per-capita nominal GDP; 

3. The elasticities that help determine the government’s revenue performance are taken to be 

unitary for the base scenario. This is also a “neutral” assumption. In general, it is inadvisable to 

apply econometric point estimates based on historical data for these values, for at least two 

reasons. The first is that future elasticities are likely to be different from historical elasticities. 

The second is that, say, if the elasticity of a given revenue line with respect to nominal GDP is 

assumed to exceed (be less than) one, the projected revenue flow would rise (diminish) 

indefinitely as a percentage of GDP; 

4. It is straightforward to set programming assumptions that adjust gradually over the projection 

period, using (“geometric”) adjustment formulas. This may be useful for several different 

assumption lines. For example, most of the assumptions are set as growth rates. These can be 

assumed to rise or diminish gradually from their initial projection values toward their final 

projection values. Another way to use a gradual adjustment would be for the elasticity of a given 

revenue line with respect to nominal GDP to take on an initial value somewhat different from 

one, but then gradually adjust toward a long-term value of one. 

 

For the base scenario, the programming assumptions are as follows: 

 

(A) World economic conditions (1-5):  

(1) The growth rate of the world trade volume rises gradually from its estimated 2015 

value of 4.3 per cent to a 2020 value of 5 percent; 

(2) The growth rate of the U.S.-dollar world price level rises gradually from its 

estimated 2015 value of 1 per cent to a 2020 value of 2 percent; 

(3) The international US-dollar prices of oil; and   

(4) copper grow at the same rates as the U.S.-dollar price level;  

(5) The London Interbank Offer Rate rises gradually from its 2015 value of 0.34 per 

cent to a 2020 value of 1.5 percent. 

(B) Basic Zambian macroeconomic variables (6-12):  

(6) The growth rate of real GDP rises gradually from 3.2 per cent in 2016 to a 2020 

value of 7 percent; 
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(7) The GDP deflator grows at the same rate as the year-average consumer price 

index; 

(8) The December-December growth rate of the consumer price index (CPI) declines 

gradually from 6 per cent in 2016 to 3 per cent in 2020; 

(9) The December-December growth rate of the kwacha-U.S. dollar exchange rate 

grows at a rate (approximately) equal to the differential of the Zambian and the world 

U.S.-dollar inflation rates; 

(10) The overall population growth rate declines gradually from 3.1 per cent in 2016 to 

2.8 per cent in 2020; 

(11) The growth rate of the population under fifteen remains at 2.7 per cent from 2016 

to 2020; 

(12) The headcount poverty incidence declines from 41 per cent in 2016 to 90 per 

cent of that percentage in 2020.  

(C) Merchandise exports and imports (13-18):  

(13) The copper export volume grows at the same rate as the world trade volume; 

(14) Non-copper export prices grow at the same rate as the world U.S.-dollar price 

level; 

(15) The non-copper export volume grows at the same rate as the world trade 

volume; 

(16) The oil import volume grows at the same rate as real GDP;  

(17) Non-oil import prices grow at the same rate as the world U.S.-dollar price level; 

(18) The non-oil import volume grows at the same rate as real GDP.   

(D) Tax and non-tax revenue (19-30):  

For the base scenario, the following revenue elasticities are taken to equal one: 

(19) mining company income tax with respect to the value of copper production; 

(20) non-mining company income tax with respect to nominal GDP;  

(21) “other” income-tax revenue with respect to nominal GDP;  

(22) customs revenue with respect to import value;  

(23) excise revenue with respect to nominal GDP;  

(24) export-duty revenue with respect to export value;  

(25) internal value-added tax rate remains unchanged at 16 percent.  

(26) internal value-added tax collection efficiency remains unchanged from its 2015 

value; 

(27) import-based value-added tax rate remains at 16 percent;  

(28) import-based value-added tax collection efficiency remains unchanged from its 

2015 value; 

(29) non-tax mining revenue with respect to the value of copper production; 

(30) non-tax non-mining revenue with respect to nominal GDP.  

(E) External grants to the government (31-32):  

(31) External grants for budget support are zero;  

(32) External grants for projects are zero.  

(F) Government expenditure in the priority and non-priority categories (33-45): 

(F.1) For non-interest recurrent expenditure  

(F.1.a) In the education sector:  

(33) the staff grows at the same rate as the number of children;  

(34) staff salaries grow at a rate equal to the growth rate of per-capita nominal GDP 

(except in 2016 when they would grow 5 percent); and 
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(35) non-wage recurrent expenditure grows at a rate equal to the combined growth 

rates of the year-average CPI and the sectoral staff size (except in 2016 when it 

would grow 5 percent). 

(F.1.b) In the health sector,  

(36) the staff grows at the same rate as the population;  

(37) staff salaries grow at a rate equal to the growth rate of per-capita nominal GDP 

(except in 2016 when they would grow 5 percent); and 

(38) non-wage recurrent expenditure grows at a rate equal to the combined growth 

rates of the year-average CPI and the sectoral staff size (except in 2016 when it 

would grow 5 percent). 

(F.1.c) In the social-protection sector, 

(39) Social-protection expenditure grows at a rate given by the combined growth rate 

of the year-average CPI and of the population under the poverty line (except in 2016 

when it would grow 5 percent). 

(F.1.d) In the non-priority expenditure sectors,  

(40) the staff grows at the same rate as the population;  

(41) staff salaries grow at a rate equal to the growth rate of per-capita nominal GDP 

(except in 2016 when they would grow 5 percent); and 

(42) non-wage recurrent expenditure grows at a rate equal to the combined growth 

rates of the year-average CPI and the non-priority staff size (except in 2016 when it 

would grow 5 percent). 

(F.2) For non-recurrent expenditure, over the projection years,  

(43) education non-recurrent expenditure remains at the 2015 value of 0.6 per cent of 

GDP; 

(44) health non-recurrent expenditure remains at the 2015 value of 0.2 per cent of 

GDP, and 

(45) non-priority non-recurrent expenditure remains at the 2015 value of 5.1 per cent 

of GDP. 

(G) For external and internal debt (46-49):  

(46) Average interest rates on the previous year’s year-end external debt stock remain 

at 4 percent; 

(47) average interest rates on the previous year’s year-end internal debt stock decline 

gradually from 17.9 per cent in 2015 to 10.7 per cent in 2020; 

(48) external-debt repayments in each projection year amount to 5 per cent of the 

preceding year’s year-end external-debt stock; and 

(49) external-debt disbursements in each projection year amount to 40 per cent of 

total non-recurrent expenditure. 

 

Table A.1 immediately following provides a listing of these assumptions, and Table A.2 shows the 

base-scenario projection results. 

 

Table A.1 Zambia: Fiscal-space projection assumptions (2016-2020)  

2014 2015 2016-

2020 

2020 

(A) EXTERNAL'STATE-OF-THE-WORLD' VARIABLES: 

    

Growth rates: 

    

World trade volume* 4.3% 4.3% 5.3% 6.0% 

World U.S.-dollar price level** 1.0% 1.0% 1.6% 2.0% 

Average world U.S.-dollar oil price (US$/bbl.) -7.5% -7.5% 1.6% 2.0% 
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2014 2015 2016-

2020 

2020 

Average world U.S.-dollar copper price (US$/MT) -6.4% -

15.7% 

1.6% 2.0% 

US$: 

    

Average world U.S.-dollar oil price (US$/bbl.) $96 $89 $93 $96 

Average world U.S.-dollar copper price (US$/MT) $6,863 $5,788 $6,047 $6,265 

Interest rates: 

    

London Interbank Offer Rate (LIBOR) 0.3% 0.3% 1.0% 1.5% 

(B) BASIC MACROECONOMIC VARIABLES: 

    

Growth rates: 

    

Gross domestic product (national currency - millions) 14.6% 11.7% 11.4% 8.5% 

Gross domestic product at 2015 prices and exchange rate (US$ 

million) 

6.5% 3.2% 4.1% 5.0% 

GDP deflator 7.6% 8.2% 7.0% 3.3% 

Consumer prices (year-average) 7.8% 9.9% 7.0% 3.3% 

Consumer prices (December) 7.9% 21.1% 4.5% 3.0% 

Exchange rate (year-average) 14.2% 38.8% 8.4% 1.4% 

Exchange rate (December) 16.0% 71.8% 2.9% 1.0% 

Population (millions) 3.1% 3.1% 3.0% 2.8% 

Population under fifteen (millions) 2.7% 2.7% 2.7% 2.7% 

Population in poverty 0.0% 0.0% 0.7% -1.6% 

Headcount poverty incidence 

 

54.4% 51.6% 49.0% 

Growth rates (US$ million): 

    

Merchandise exports: 

  

7.0% 8.1% 

Copper exports: 

  

7.0% 8.1% 

Unit value 

  

1.6% 2.0% 

Volume 

  

5.3% 6.0% 

Non-copper exports: 

  

7.0% 8.1% 

Unit value 

  

1.6% 2.0% 

Volume 

  

5.3% 6.0% 

Merchandise imports: 

  

5.8% 7.1% 

Oil imports: 

  

5.8% 7.1% 

Unit value 

  

1.6% 2.0% 

Volume 

  

4.1% 5.0% 

Non-oil imports: 

  

5.8% 7.1% 

Unit value 

  

1.6% 2.0% 

Volume 

  

4.1% 5.0% 

(C) CENTRAL-GOVERNMENT FINANCIAL ACCOUNTS: 

    

Tax and non-tax revenue (excl. external grants) (+): 

    

 TAX REVENUE: 

    

Elasticities of... 

    

mining company-tax revenue with respect to value of copper 

production 

  

1.0 1.0 

non-copper company-tax revenue with respect to nominal 

GDP 

  

1.0 1.0 

other income-tax revenue with respect to nominal GDP 

  

1.0 1.0 
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2014 2015 2016-

2020 

2020 

customs revenue with respect to merchandise-imports value 

  

1.0 1.0 

excise revenue with respect to nominal GDP 

  

1.0 1.0 

export-duty revenue with respect to export value 

  

1.0 1.0 

internal value-added tax revenue with respect to nominal 

GDP 

  

1.0 1.0 

value-added tax revenue from imports with respect to the 

value of merchandise imports 

  

1.0 1.0 

Value-added tax: 

    

Internal value-added tax: 

    

Internal value-added tax rate 

 

16.0% 16.0% 16.0% 

Internal value-added tax collection efficiency 

    

Value-added tax revenue from imports: 

    

Internal value-added tax rate 

 

16.0% 16.0% 16.0% 

Internal value-added tax collection efficiency 

    

 NON-TAX REVENUE: 

    

Elasticities of... 

    

non-tax mining revenue with respect to copper production 

value 

  

1.0 1.0 

non-tax non-mining revenue with respect to nominal GDP 

  

1.0 1.0 

(D)External grants (+): 

    

Per cent of GDP: 

    

External grants for current expenditure 0.1% 0.0% 0.0% 0.0% 

External grants for capital expenditure (projects) 0.1% 0.7% 0.0% 0.0% 

(E) CENTRAL-GOVERNMENT EXPENDITURE: 

    

Growth rates (US$ million): 

    

Recurrent education expenditure: 

    

Education staff 

  

2.7% 2.7% 

Education remuneration rates 

  

5.5% 5.6% 

Non-staff recurrent education expenditure: 

  

6.7% 6.2% 

Recurrent education expenditure on goods and services 

    

Other non-staff recurrent education expenditure 

    

Recurrent health expenditure: 

    

Health staff 

  

3.0% 2.8% 

Health remuneration rates 

  

5.5% 5.6% 

Non-staff recurrent health expenditure: 

  

6.8% 6.2% 

Recurrent health expenditure on goods and services 

    

Other non-staff recurrent health expenditure 

    

Social-protection expenditure 

  

4.2% 1.6% 

Non-priority recurrent expenditure: 

    

Non-priority staff 

  

3.0% 2.8% 

Remuneration rates in non-priority sectors 

  

5.5% 5.6% 

Non-staff recurrent non-priority expenditure: 

  

6.8% 6.2% 

Recurrent non-priority expenditure on goods and services 

    

Other non-staff recurrent non-priority expenditure 

    

Per cent of GDP: 
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2014 2015 2016-

2020 

2020 

Non-recurrent education expenditure 0.5% 0.6% 0.6% 0.6% 

Non-recurrent health expenditure 0.1% 0.2% 0.2% 0.2% 

Non-priority non-recurrent expenditure 1.4% 1.5% 4.5% 4.5% 

(F) EXTERNAL AND INTERNAL DEBT: 

    

Average interest rates (applied to preceding year-end debt stock): 

    

Average interest rates on external debt 4.3% 3.8% 4.0% 4.0% 

Average interest rates on internal debt 14.3% 17.9% 13.5% 10.7% 

Per cent of preceding year-end debt stock: 

    

External-debt repayments (-) 0.0% 0.0% -5.0% -5.0% 

Per cent of GDP: 

    

External-debt disbursements (+): 3.4% 6.2% 1.8% 1.8% 

External-debt disbursements/total non-recurrent expenditure 

    

External-debt repayments (-) -0.4% -0.6% -1.2% -1.1% 

Net internal-debt flow (+): 9.4% 2.6% 5.0% 4.1% 

 

Table A.2 Zambia: Fiscal-space projections (per cent of GDP) (2016-2020)  

2014 2015 Average 

2016-

2020 

2020 

(A) Total priority non-interest expenditure 7.5 8.1 7.1 6.8 

Total education expenditure 5.2 5.7 5.0 4.9 

Total health expenditure 1.5 1.6 1.4 1.4 

Total social-protection expenditure 0.7 0.8 0.6 0.6 

Priority recurrent expenditure: 6.8 7.3 6.3 6.1 

Recurrent education expenditure: 4.7 5.1 4.4 4.3 

Expenditure on education staff 3.3 3.6 3.1 3.1 

Non-staff recurrent education expenditure: 1.4 1.5 1.3 1.2 

Recurrent education expenditure on goods and services 1.3 1.5 1.2 1.1 

Other non-staff recurrent education expenditure 0.1 0.1 0.1 0.1 

Recurrent health expenditure: 1.3 1.4 1.3 1.2 

Expenditure on health staff 0.8 0.9 0.8 0.8 

Non-staff recurrent health expenditure: 0.5 0.6 0.5 0.4 

Recurrent health expenditure on goods and services 0.5 0.5 0.5 0.4 

Other non-staff recurrent health expenditure 0.0 0.0 0.0 0.0 

Social-protection expenditure 0.7 0.8 0.6 0.6 

Priority non-recurrent expenditure: 0.7 0.7 0.7 0.7 

Non-recurrent education expenditure 0.5 0.6 0.6 0.6 

Non-recurrent health expenditure 0.1 0.2 0.2 0.2      

(B) Tax and non-tax revenue (excl. external grants) (+): 18.3 18.1 18.4 18.5 

Tax revenue: 15.6 13.5 13.5 13.6 

Income tax: 6.9 6.7 6.8 6.8 

Company tax: 2.1 1.5 1.6 1.6 

Mining companies 0.9 0.3 0.4 0.4 

Non-mining companies 1.2 1.2 1.2 1.2 

Other income tax: 4.8 5.2 5.2 5.2 

Value-added tax: 5.7 3.8 3.6 3.6 
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2014 2015 Average 

2016-

2020 

2020 

Value-added tax on internal transactions 1.9 0.4 0.4 0.4 

Value-added tax on imports 3.9 3.3 3.2 3.2      

Customs and excise duties: 2.9 3.0 3.1 3.1 

Customs duties 1.2 1.0 1.1 1.1 

Excises 1.7 2.0 2.0 2.0 

Export duties 0.0 0.0 0.0 0.0 

Non-tax revenue (excl. external grants) (+): 2.7 4.6 4.9 5.0 

Non-tax revenue based on copper 1.1 1.8 2.1 2.2 

Other non-tax revenue 1.6 2.8 2.8 2.8      

(C) External grants (+): 0.2 0.7 0.0 0.0 

External grants for current expenditure 0.1 0.0 0.0 0.0 

External grants for capital expenditure (projects) 0.1 0.7 0.0 0.0      

(D) Total non-priority non-interest expenditure (-): -13.5 -14.6 -16.0 -15.7 

Non-priority recurrent expenditure: -12.2 -13.1 -11.5 -11.2 

Non-priority expenditure on staff -7.9 -8.5 -7.6 -7.6 

Non-staff recurrent non-priority expenditure: -4.3 -4.6 -3.9 -3.6 

Recurrent non-priority expenditure on goods and services 

    

Other non-staff recurrent non-priority expenditure 

    

Non-priority non-recurrent expenditure -1.4 -1.5 -4.5 -4.5      

(E) External-debt disbursements (+): 3.4 6.2 1.8 1.8 

External-debt disbursements (+) (US$ millions): $921 $1,342 $403 $451      

(F) External debt service (-): -0.9 -1.3 -2.1 -2.0 

External interest expenditure (-) -0.5 -0.7 -0.9 -0.9 

External interest expenditure (-) (US$ million) -$122 -$144 -$211 -$222 

External debt repayments (-) 

    

External debt repayments (-) (US$ million) -$110 -$134 -$264 -$278      

(G) Net internal financial flows (incl. internal interest) (+): 0.0 -1.0 5.0 4.1 

Net internal-debt flow (+): 2.2 2.0 8.1 7.9 

Internal-debt disbursements (+) 

    

Internal debt repayments (-) 

    

Internal interest expenditure (-) -1.8 -2.4 -3.1 -3.8 

Discrepancy (+) -0.4 -0.6 0.0 0.0      

Revenue and grants 18.4 18.7 18.4 18.5 

Expenditure: -23.2 -25.6 -27.1 -27.2 

Recurrent expenditure: -21.2 -23.5 -21.9 -21.9 

Non-interest recurrent expenditure -19.0 -20.4 -17.8 -17.3 

Interest -2.2 -3.0 -4.0 -4.7 

Non-recurrent expenditure: -2.0 -2.2 -5.2 -5.2 

Discrepancy -0.4 -0.6 0.0 0.0 

Surplus (deficit): -5.2 -7.6 -8.7 -8.6 

Primary surplus (deficit) -3.0 -4.5 -4.6 -4.0 
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2014 2015 Average 

2016-

2020 

2020 

Interest -2.2 -3.0 -4.0 -4.7 

Financing: 5.2 7.6 8.7 8.6 

Net external financing 3.0 5.6 0.6 0.7 

Net internal financing 2.2 2.0 8.1 7.9      

     

External and internal debt 29.5 45.0 57.0 66.3 

Net debt: 29.5 45.0 57.0 66.3 

External debt 14.8 29.9 24.8 23.0 

External (US$ millions) $3,836 $5,044 $5,434 $5,740 

Internal: 14.7 15.1 32.2 43.3 

Internal debt 14.7 15.1 32.2 43.3 

Historical/programmed 0.0 0.0  0.0 

Unprogrammed 0.0 0.0  0.0 

Internal deposits (-) 0.0 0.0 0.0 0.0      

     

Gross domestic product (US$ million) $26,847 $21,594 $22,435 $25,09

7 

Gross domestic product at 2015 prices and exchange rate 

(US$ million) 

$20,924 $21,594 $24,191 $26,39

4 

Gross domestic product (national currency - millions) 165,900 185,268 268,930 315,70

5 

GDP deflator 92.4 100.0 129.1 139.4 

Consumer prices (year-average) 130.8 143.8 185.6 200.4 

Consumer prices (December) 134.7 163.1 189.1 203.2 

Exchange rate (year-average) 6.2 8.6 11.9 12.6 

Exchange rate (December) 6.4 11.0 12.2 12.6 

Population (millions) 15.7 16.2 17.7 18.8 

Population under fifteen (millions) 7.2 7.4 8.1 8.5 

Headcount poverty incidence 

 

54.4% 51.6% 49.0%      

 NET EXPORTS OF GOODS AND NON-FACTOR 

SERVICES (US$ MILLION): $832 $1,065 $1,737 $2,251 

 EXPORTS OF GOODS AND NON-FACTOR SERVICES 

$11,071 $10,588 $12,900 

$14,85

0 

Merchandise exports: 

$10,220 $9,633 $11,737 

$13,51

1 

Copper exports $7,154 $6,743 $8,216 $9,458 

Non-copper exports $3,066 $2,890 $3,521 $4,053 

Non-factor services receipts $851 $955 $1,163 $1,339 

 IMPORTS OF GOODS AND NON-FACTOR SERVICES 

-

$10,239 -$9,522 -$11,163 

-

$12,60

0 

Merchandise imports: 

-$8,595 -$8,033 -$9,417 

-

$10,63

0 
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2014 2015 Average 

2016-

2020 

2020 

Oil imports 

-$2,578 -$2,410 -$2,825 

-

$3,189 

Non-oil imports 

-$6,016 -$5,623 -$6,592 

-

$7,441 

Non-factor services payments: 

-$1,644 -$1,489 -$1,745 

-

$1,970 

Insurance and freigbt payments for merchandise imports 

-$1,031 -$964 -$1,130 

-

$1,276 

Other non-factor services payments -$613 -$525 -$615 -$694      

     

 GROSS DOMESTIC PRODUCT (NATIONAL CURRENCY): 100.0 100.0 100.0 100.0 

 Total consumption: 76.6 76.6 75.6 74.6 

 Non-government consumption 56.7 56.7 58.0 57.4 

 Government consumption: 19.9 19.9 17.6 17.2 

 Central-government consumption 17.3 18.6 16.3 15.9 

 Consumption of other governments 2.6 1.3 1.3 1.3 

 Total investment: 21.8 21.8 20.9 20.9 

 Gross fixed capital formation 20.4 20.4 20.4 20.4 

 Net increase in inventory stocks 1.4 1.4 0.5 0.5 

 Net exports of goods and non-factor services: 1.6 1.6 3.5 4.5 

 Exports of goods and non-factor services 38.7 38.7 45.3 46.7 

 Imports of goods and non-factor services (-) -37.1 -37.1 -41.9 -42.3      

 Per-capita non-government consumption at 2015 prices and 

exchange rate 

$754 $754 $790 $807 

Growth rate 3.3% 0.1% 1.4% 2.0% 

 

The projections in Table A.2 show the evolution of Zambia’s fiscal accounts under the assumptions 

listed in Table A.1. The top line of the projection (A) shows the evolution of priority expenditure, and 

the lines below show the evolution of the components of its fiscal space: tax and non-tax revenue 

(B), external grants (C), non-priority expenditure (-) (D), external-debt disbursements (E), external-

debt service (-) (F), and the “fiscal gap” (G). 

 

The net internal-debt flow as a percentage of GDP may be regarded as the “bottom-line” result. The 

average flow over the five years 2016-2020 would average 3.4 per cent of GDP, which policy-

makers would probably regard as too high. It is interesting to note that the net flow taking account 

of internal interest would be considerably lower. i.e. just 1.2 percent. The large difference arises 

from the relatively high interest-rate assumption. The government’s debt stock would be diminishing 

as a percentage of GDP over the projection years, but relatively slowly. Many observers would 

regard the projected 2020 debt-GDP ratio of 47.9 per cent as rather high. 

 

In any case, it is important to note that under the base-scenario assumptions given priority 

expenditure would grow rather slowly. Table A.3 shows its evolution in U.S. dollars per child at 2015 

prices and exchange rate. 

 

Table A.3 Zambia: Fiscal-space projections (U.S. dollars per child at 2015 prices and exchange rate) 

(2016-2020) 
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2014 2015 Average 

2016-2020 

2020 

(A) Total priority non-interest expenditure 216 234 211 212 

Total education expenditure 152 164 150 151 

Total health expenditure 43 46 42 42 

Total social-protection expenditure 22 23 19 18 

Priority recurrent expenditure: 196 213 189 189 

Recurrent education expenditure: 136 148 133 134 

Expenditure on education staff 95 103 94 97 

Non-staff recurrent education expenditure: 41 44 39 37 

Recurrent health expenditure: 38 42 38 38 

Expenditure on health staff 23 25 23 24 

Non-staff recurrent health expenditure: 15 17 15 14 

Social-protection expenditure 22 23 19 18 

Priority non-recurrent expenditure: 19 21 22 22 

Non-recurrent education expenditure 15 16 17 18 

Non-recurrent health expenditure 4 5 5 5 

 

In terms of this “unit of account,” priority expenditure would remain almost unchanged over the 

projection period. Thus, in the base scenario, even with priority expenditure essentially unchanged 

in real per-child terms, the fiscal gap would remain higher than policy-makers would probably 

prefer. 

 

The projection exercise can be straightforwardly used to try out alternative scenarios, to compare 

with the base scenario and with one another. For example, a simple alternative scenario could 

program an increase in the collection efficiency of the value-added-tax. This would be 

accomplished through improved tax administration and adjustment of exemptions. It is important to 

remember that improved tax administration may require additional personnel in the relevant 

revenue administration authorities. 

 

In the base scenario, the collection efficiency of the value-added tax remains unchanged. In the 

alternative Scenario 1, the sole change from the base scenario is that the collection efficiency of the 

domestic and import value-added tax would rise gradually, so it reaches a value 20 per cent higher 

in 2020 than it was in 2016 (assumptions lines 26 and 28). As a consequence, the average 2016-

2020 overall tax-revenue flow would be 14.7 per cent of GDP, compared with 14.2 per cent of GDP 

in the base scenario. The average 2016-2020 net internal debt flow would be 2.9 per cent of GDP, 

compared with 3.4 per cent of GDP in the base scenario, and the total (external and internal) 

government debt stock would conclude 2020 at 44.7 per cent of GDP, compared with 47 per cent in 

the base scenario. That is, the assumed improvement in the value-added tax collection efficiency 

would reduce the fiscal-space gap to this extent. 

 

The alternative Scenario 2 reverts to the Scenario 0 assumption that the value-added-tax collection 

efficiency remains unchanged. It assumes, however, that the education and health staff sizes and 

the amount spent on social protection grow each year by 1.5 times their base-scenario growth 

rates. With no other changes in the assumptions, this leads to an increase in the fiscal-space gap. 

In Scenario 2, the average 2016-2020 net internal debt flow would be 3.6 per cent of GDP 

(compared with 3.4 per cent of GDP in the base scenario), and the total (external and internal) 

government debt stock would conclude 2020 at 46,9 per cent of GDP (compared with 47 per cent in 

the base scenario). In Scenario 2 per-child real priority expenditure at the 2015 prices and 

exchange rate would be US$216,20, 2.6 per cent higher than the US$210.70 in the base scenario. 
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The alternative Scenario 3 combines the changes of Scenarios 1 and 2, so that the enhanced 

revenue flow of Scenario 1 funds the increase in the priority expenditure flow of Scenario 2. With 

the specific figures of the programming assumptions, the average 2016-2020 net internal debt flow 

would be 3.1 per cent of GDP (compared with 3.4 per cent of GDP in the base scenario), and the 

total (external and internal) government debt stock would conclude 2020 at 45,7 per cent of GDP 

(compared with 47 per cent in the base scenario). This would be an instance in which the fiscal 

space would be enhanced, and leaving enough to reduce the government deficit. 

 

Finally, the alternative Scenario 4 reverts to the Scenario 0 assumptions, but differs in one aspect: 

the real-GDP growth rate rises from 3.2 per cent in 2016 to 6 per cent in 2020, compared with 5 per 

cent in the base scenario. With this assumption, the average 2016-2020 net internal debt flow 

would be 3.3 per cent of GDP (compared with 3.4 per cent of GDP in the base scenario), and the 

total (external and internal) government debt stock would conclude 2020 at 45,7 per cent of GDP 

(compared with 47 per cent in the base scenario). Per-child real priority expenditure at 2015 prices 

and exchange rate would be US$213,40, 1.3 per cent higher than the US$210.70 in the base 

scenario. 

 

Table A.4 summarizes the sensitivity analysis. 

 

Table A.4 Zambia: Sensitivity analysis for the fiscal-space projection exercise 

Scenario: 0 1 2 3 4 

Programming assumptions:  

Real GDP growth, 2016-2020 Rises 

gradually 

from 3.2% 

to 5,0% 

Rises 

gradually 

from 3.2% 

to 5,0% 

Rises 

gradually 

from 3.2% 

to 5,0% 

Rises 

gradually 

from 3.2% to 

5,0% 

Rises 

gradually 

from 3.2% 

to 6,0% 

Domestic VAT collection 

efficiency, 2016-2020 

Remains at 

2.8% 

Rises 

gradually 

from 2.8% 

to 3.3% 

Remains at 

2.8% 

Rises 

gradually 

from 2.8% to 

3.3% 

Remains at 

2.8% 

Import VAT collection 

efficiency, 2016-2020 

Remains at 

56,0% 

Rises 

gradually 

from 56.0% 

to 67,2% 

Remains at 

56,0% 

Rises 

gradually 

from 56.0% 

to 67,2% 

Remains at 

56,0% 

Growth rate of education 

expenditure/growth rate of 

child population, 2016-2020  

1.0 1.0 1.5 1.5 1.0 

Growth rate of health 

expenditure/growth rate of 

overall population, 2016-2020 

1.0 1.0 1.5 1.5 1.0 

Growth rate of social-

projection 

expenditure/combined growth 

rate of the population in 

poverty and the cost of living 

1.0 1.0 1.5 1.5 1.0 

Results:  

Average tax revenue/GDP, 

2016-2020 

14.2% 14.7% 14.2% 14.7% 14.2% 
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Scenario: 0 1 2 3 4 

Average priority 

expenditure/GDP, 2016-2020 

7.0% 7.0% 7.2% 7.2% 7.0% 

Average priority expenditure 

per child (U.S. dollars at 2015 

prices and exchange rate), 

2016-2020  

US$210.70 US$210.70 US$216.20 US$216.20 US$213.40 

Net internal debt flow/GDP, 

2016-2020 

3,4% 2,9% 3,6% 3.1% 3.3% 

Total government debt/GDP, 

2020 

47,0% 44.7% 47,9% 45,7% 45,2% 
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Appendix 2 Agenda Zambia Mission 

Full organisation titles (undisclosed; for UNICEF only) 

 

Date Time Organisation Focus 

25th July 

2016  

9:00 UNICEF Pre-meeting with the Social Policy team 

and the acting Deputy Representative 

PEA & FSA 

10:30 Ministry of National Development Planning  PEA & FSA 

15:00 UNICEF Meeting with the Country 

Representative  

PEA & FSA 

26th July  8:00 Council of Churches in Zambia PEA 

8:30 Ministry of Finance  PEA & FSA 

14:00 Zambia Institute for Policy Analysis and 

Research 

PEA 

16:00 World Bank  PEA & FSA 

27th  9:00 Policy Monitoring and Research Centre (PMRC) PEA 

14:00 Former president PEA 

28th July  9:30 The Clerk - National Assembly PEA 

11:00 World Vision  PEA 

29th July  9:00 Black Dot Media PEA 

11:00 Times of Zambia PEA 

1st August ( public Holiday)  

2nd August  11:30 UNICEF Briefing Meeting  PEA & FSA 

13:00- 14:00 Donor Lunch meeting  PEA & FSA 

15:00 Civil Society for Poverty Reduction PEA 

3rd August  10:00 National Authorising Office PEA 

10:30 Ministry of Finance  PEA & FSA 

14:00 UNICEF: expenditure priority PEA & FSA 

4th August 10:00 Economic Association of Zambia ( EAZ) PEA 

Social Accountability website (platform for Civil 

Society Organisations) 

PEA 

12:00 Embassy of Sweden FSA 

Embassy of Finland FSA  

DFID FSA 

  Centre for Policy Dialogue (CPD)  PEA 

5th August  9:30 Ministry of Finance FSA 

10:00  Ministry of Health PEA & FSA 

11:00 Debriefing Meeting  PEA & FSA 
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