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REPORT OF THE BUDGET COMMITTEE ON THE REVIEW OF THE FIRST 

QUARTER PERFORMANCE OF THE 2019 BUDGET FOR SELECTED MINISTRIES 

AND PROVINCES FOR THE THIRD SESSION OF THE TWELFTH NATIONAL 

ASSEMBLY  

 

1.0 Composition of the Committee 

 

The Committee consisted of Mr M Simfukwe, MP (Chairperson); Ms M N Subulwa, MP (Vice 

Chairperson); Mr L A Lufuma, MP; Mr P Phiri, MP; Mr S K Kakubo, MP; Mr F C Chaatila, 

MP; Mr D Mumba, MP; Mr M. L Kafwaya, MP; Mr J Siwale, MP; and Mrs S S Mulyata, MP. 

 

The composition of the Committee changed following the appointment of Mr. M. L Kafwaya, 

MP as Cabinet Minister. He was replaced by Mr. R. Nakachinda, MP. 

 

The Honourable Mr Speaker 

National Assembly 

Parliament Buildings 

LUSAKA 

 

Sir 

 

The Committee has the honour to present its report on the Review of the First Quarter 

Performance of the 2019 Budget for Selected Ministries and Provinces for the Third Session of 

the Twelfth National Assembly. 

 

2.0 Functions of the Committee 

 

The functions of the Committee are as follows: 

 

i. examine the Estimates of Revenue and Expenditure, including the Supplementary 

Estimates of Expenditure and Excess Expenditure; 

ii. report on economics, improvement in organisation, efficiency for administration reform, 

consistent with the policy underlying the Estimates, and examine whether the money is 

well laid out within the limits of the policy implied in the Estimates; 

iii. study, inquire into and report on matters related to coordination, control and monitoring 

of the National Budget; 

iv. conduct budget hearings; 

v. review Estimates of Revenue and Expenditure and make recommendations to the House; 

vi. examine the Medium Term Expenditure Framework and budget policy statements 

presented to the House; 

vii. examine money Bills, including the Excess and Supplementary Appropriation Bills; 

viii. examine tax rates and estimates, economic and budgetary policies and programmes with 

direct budget outlays; 

ix. examine public debt before it is contracted; and 

x. exercise powers conferred on it under Article 203 of the Constitution. 
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3.0 Meetings of the Committee 

 
The Committee held five meetings to review the first quarter budget performance for 2019 with 

respect to selected ministries and provinces. 

 

4.0 Procedure adopted by the Committee 

  

The Committee considered the macroeconomic performance and the fiscal framework for the 

first quarter of 2019. The Committee also reviewed the budgets for the Ministries of Health; 

Agriculture; General Education; Local Government; and Water Development, Sanitation and 

Environmental Protection. The Committee also reviewed the budget performance of Southern, 

Western, and Lusaka Provinces. In reviewing the budgets, the Committee requested detailed 

written memoranda from the ministries and provinces under review and also from other 

stakeholders. Thereafter, the stakeholders were invited to provide oral submissions and to clarify 

issues arising therefrom.  

 

5.0 Arrangement of the Report 

 
The Committee’s Report is organised in five parts: Part I gives a review of the macroeconomic 

framework; Part II assesses the fiscal framework; Part III highlights a review of the first quarter 

performance of the 2019 budget  for selected ministries and provinces; Part IV highlights the 

stakeholders’ concerns and; and Part V gives the Committee’s observations and 

recommendations.   

 

PART I 

 
6.0. MACROECONOMIC FRAMEWORK  

 
The Committee was informed that the Treasury set out to attain the following macroeconomic 

objectives in 2019: 

i. annual Gross Domestic Product (GDP) growth rate of at least 4.0 per cent; 

ii. sustain inflation rate within the range of 6.0 to 8.0 per cent; 

iii. raise international reserves to at least 3 months of import cover;  

iv. increase domestic revenue to not lower than 18.0 per cent of GDP; 

v. reduce the fiscal deficit to 6.5 per cent of GDP; 

vi. prioritise the dismantling and curtail the accumulation of arrears; and  

vii. reduce the pace of debt accumulation and ensure sustainability.   

 

Some of the macroeconomic objectives highlighted above are discussed in turn under here.  

 

6.1. Real GDP Growth 

 
The Committee notes that the Government projected to attain GDP growth of at least 4.0 per cent 

in 2019. However, the IMF had revised the growth forecast for Zambia downwards to 2.3 per 

cent for 2019.  This is due to the impact of prolonged dry spells in the southern part of the 

country. At the time of the review, the Committee was informed that preliminary estimates by the 
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Central Statistical Office (CSO) indicated that the economy grew by 3.7 per cent in 2018, slightly 

up from the 3.5 per cent recorded in 2017. That was despite the economy growing at a reduced 

pace of 2.5 per cent year-on-year during the fourth quarter of 2018 down from 5.6 per cent year-

on-year in the third quarter of 2018. The drivers of this growth included information and 

communication technology, wholesale and retail trade, and finance and insurance industry.  

 

Chart 1: Quarterly and Annual Real GDP Growth (per cent) 

 
 

6.2. Inflation Rate  
 

The Committee noted that the Government’s projection is to sustain inflation within the range of 

6.0 to 8.0 per cent. Consistent with this target, the Committee was informed that the inflation rate 

eased slightly in the first quarter of 2019, with annual overall inflation rate falling to an average 

of 7.7 per cent from 8.0 per cent in the preceding quarter, driven by both food and non-food 

inflation. It trended downwards below the upper bound of the target range of 6.0 to 8.0 per cent, 

progressively falling from 7.9 per cent, 7.8 per cent and 7.5 per cent in January, February and 

March, respectively as illustrated in the chart below.  

 

Chart 2: Inflation (Annual change, per cent) Source: Central Statistical Office 
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The Committee was further informed that the decline in food inflation was attributed to price 

decreases for both local and imported bread and rice, meat products and vegetables (tomatoes, 

chinese cabbage, and pumpkin leaves). Overall, food inflation rate averaged 8.0 per cent during 

the first quarter and was 0.3 per cent lower than that recorded in the preceding quarter. 

 

Furthermore, the Committee was informed that the non-food inflation rate slowed down to 7.4 

per cent in the first quarter of 2019 from 7.6 per cent in the fourth quarter of 2018, mainly driven 

by the downward adjustment in the prices of petroleum products, particularly in March 2019. 

The relative stability in the Kwacha exchange rate against the US Dollar also had a moderating 

impact on the prices of imported goods and services. 

 

6.3. International Reserves 
 

The Committee noted that the Government intended to raise international reserves to at least 3.0 

months of import cover. However, during the first quarter of 2019, international reserves 

continued to decline largely due to external debt servicing.  As at end of February, 2019, the 

international reserve position was at US $1,435.6 million, equivalent to 1.6 months of import 

cover compared to US $1,569.2 million, which is equivalent to 1.8 months of import cover, at the 

end of December, 2018. Total debt service during this period amounted to US $214.2 million. The 

impact of debt service payments was moderated by the Bank of Zambia purchases of foreign 

exchange from the market amounting to US $112.0 million and US $78.3 million from the 

payment of mineral royalty (see Chart 1).  

 

Chart 3 Gross International Reserves. 

 
 

6.4. Fiscal Deficit  
 

The Committee noted that the Government plans to reduce the fiscal deficit to 6.5 per cent of 

GDP for the year 2019. Further, the Committee was informed that consistent with this objective, 

the fiscal deficit at the end of the first quarter of 2019 was 10.0 per cent of the budgeted target 

for 2019 which is better than the 62.0 per cent recorded in the first quarter of 2018. This 

performance was on account of higher than projected revenues and lower than projected 

spending in the first quarter of 2019. Revenues and grants were 12.0 per cent higher than 
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targeted, while expenditure, excluding amortisation, was 11.0 per cent lower than targeted. The 

Committee was in this regard informed that if the Government continued on this path of fiscal 

consolidation, it was likely to achieve the fiscal deficit target of 6.5 per cent of GDP for the 

year.   

 

6.5. Exchange Rate 
 

The Committee was informed that the Kwacha depreciated against all the major traded 

currencies in the first quarter of 2019. This was largely on account of a strong US Dollar, 

demand for oil procurement and negative market sentiments after the Standard and Poors (S&P) 

revised the outlook on Zambia’s credit rating to negative from stable. In addition, the 

strengthening of the British Pound following the extension of Brexit until 12th April, 2019 

contributed to the fall of the Kwacha against the pound.  

 

Table 1: Quarterly Average Exchange Rate 

Period K/USD K/GBP K/EUR K/ZAR 

Q4 -2018 11.8897 15.3016 13.5697 0.8330 

Q1-2019 11.9593 15.5692 13.5896 0.8542 

per cent chq 0.59 1.75 0.15 2.54 

Source: Bank of Zambia 

 

In terms of foreign exchange supply and demand on the market, the Committee was informed 

that the main suppliers of foreign exchange continued to be the mining, foreign financial and 

construction sectors, which contributed a net supply of US$425.7 million, US$65.7 million and 

US$63.1 million, respectively. 

 

The Committee was further informed that, on the demand side, the public sector, wholesale and 

retail as well as bureaux sectors were the frontrunners, with net demand of US$296.3 million, 

US$137.2 million and US$106.8 million, respectively. Demand from the public sector originated 

mostly from the Ministry of Energy and Ministry of Finance to facilitate the procurement of oil 

and inputs for the Farmer Input Support Programme (FISP). 

 

6.6. Commercial Bank Interest Rates and Government Security Yield Rates 
 

The Committee was informed that commercial banks’ nominal interest rates edged up slightly in 

the first quarter, reflecting relatively tight liquidity conditions on the market and a rise in yield 

rates on Government securities. The average nominal commercial bank lending rate (ALR) 

increased to 24.6 per cent in March, 2019 from 23.6 per cent in December, 2018. The savings 

rate for 180-day deposits for amounts exceeding K 20,000 rose to 9.8 per cent from 9.1 per cent, 

while the average savings rate for amounts above K100 edged up to 3.1 per cent from 3.0 per 

cent over the same period. 

 

The Committee was further informed that yield rates on Government securities trended upwards 

during the first quarter of 2019 on account of subdued demand. The weighted average Treasury 

Bills yield rates rose to 22.9 per cent in March, 2019 from 21.3 per cent in December, 2018. 

Government bond yield rates rose to 24.9 per cent from 20.7 per cent in December, 2018. 
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Furthermore, the Committee was informed that in the first quarter of 2019, demand for 

Government securities remained muted. Although the subscription rate for Treasury Bills 

marginally rose to 91.0 per cent from 88.0 per cent, the subscription rate for Government bonds 

fell to 29.0 per cent from the previous 33.0 per cent. The pick up in the demand for Treasury 

Bills was largely driven by institutional investors such as Pension Funds and non-resident 

investors on the back of relatively higher yields on Treasury Bills. 

 

The above meant that commercial bank lending rates were unlikely to fall towards the Policy 

Rate as long as the Government yield rates remained at elevated levels.  

 

6.7. International Trade in the First Quarter of 2019 
 

The Committee was informed that preliminary data showed that the trade balance surplus for the 

first quarter of 2019 narrowed to US $61.7 million compared to US $80.8 million recorded over 

the same period in 2018. This was mainly explained by a reduction in export earnings that 

declined by 19.6 per cent to US$1,926.4 million from US$2,396.7 million. The lower export 

earnings were due to a reduction in copper earnings. Further, imports also declined by 19.5 per 

cent to US$1,864.7 million from US$2,315.9 million recorded in the first quarter of 2018. 

 

6.8. Increase domestic revenue  
 

The Committee noted that the Government intended to increase domestic revenue to not more 

than 18.0 per cent of GDP. This target was premised on the projected growth of 4.0 per cent. 

However, this target has been revised to 2.3 per cent on account of the poor electricity generation 

and, therefore, industrial output, arising from the drought that had negatively affected the water 

levels and agricultural output. This, coupled with the mid-year abolition of VAT, may make it a 

challenge to achieve the said target. 

 

6.9. Other General Economic Performance Indicators for the First Quarter of 2019 
 

The Committee noted that general economic performance in the first quarter of 2019 was as set 

out hereunder.  

 

i. Copper production increased by 2.3 per cent in the first two months of 2019 to 132,719 

metric tonnes from 129,693 metric tonnes produced in the same period of 2018. The 

increase was attributed to ramping up of production by some mining companies. 

ii. Electricity generation increased by 5.9 per cent in the first two months of 2019 to 2,479 

Gigawatt-hour (Gwh) compared to the same period of 2018 which recorded 2,341 Gwh. 

However, generation in January, 2019 was lower than that of 2018 by 7.5 per cent. This 

was partly attributed to the lower water levels at the Kariba. 

iii. Average copper prices reduced in the first quarter of 2019 by 14.1 per cent to an average 

of US$ 6,007 per tonne compared to US$ 6,997 per tonne in the same period in 2018. 

iv. Crude oil prices during the first quarter of 2019 decreased to an average of US $60.5 per 

barrel from a quarterly average of US $66.8 per barrel during the same period of 2018. 

The prices closed the quarter at US $67.3 per barrel. 
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PART II 
 

7.0. REVIEW OF THE FISCAL FRAMEWORK 

 

The review of the fiscal framework covered the performance of both the revenue and the 

expenditure sides as set out here below. The pertinent issues encountered by the Committee in 

this regard are outlined here below.  

 

7.1 Revenue performance in first quarter of 2019 
 

The Committee was informed that in the first quarter of 2019, the Government collected a total 

of K15.15 billion in revenues and grants against a target of K13.54 billion representing an over 

performance of 12.0 percent. In comparison with the first quarter of 2018, Government collected 

a total amount of K12.2 billion in revenues and grants against a target of K12.0 billion 

representing an over performance of 1 per cent. 

 

This generally represents an increase in revenues and grants collected in the first quarter from 

K12.2 billion in 2018 to K15.15 billion in 2019. 

 

7.1.1. Tax Revenues 

 

The Committee was informed that in the year 2019, tax revenues collected for the period under 

review amounted to K11.3 billion against a target of K10.9 billion which was an over 

performance of 4.0 percent. However, in the first quarter of 2018, a total of K10.2 billion was 

collected against a target of K9.4 billion representing an over performance of 9.0 percent.  

Despite the over performance in 2019, all tax types underperformed with the exception of 

Income Tax and Value Added Tax which recorded higher than projected revenues by 2.0 per 

cent and 20.0 per cent respectively. In 2018, all tax types underperformed with the exception of 

Value Added Tax and Insurance Premium Levy which recorded an over performance of 56.0 

percent and 110.0 percent respectively.  

 

a. Income Tax 

The Committee was informed that the total income tax collected in the first quarter of 2019 

amounted to K5.31 billion against the target of K5.20 billion and was above the target by K103.7 

million, representing an over performance of 2.0 per cent. This over performance was mainly 

attributed to performing company Tax collections as well as the over performance of 

Withholding Tax. The Income Tax was negatively impacted by non-payment by government and 

some quasi-governmental institutions. However, in the first quarter of 2018, the Government had 

projected to collect K4.8 billion but collected a total of K4.4 billion, representing an under 

performance of 8.0 per cent.  

 

b. Value Added Tax 

The Committee was informed that the projected Value Added Tax in the first of 2019 was K3.65 

billion and a total amount of K4.37 billion was collected, representing an over collection of 

K718.6 million or 20.0 per cent. This over performance was attributed to the stability of the 

withholding VAT mechanism in the quarter. In 2018, Government had projected to collect a total 
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of K2.7 billion, but collected a total of K4.2 billion, representing an over performance of 56 per 

cent. The over performance was attributed to the appointment of tax agents who withheld VAT 

at source. However, the Government had accumulated a backlog in VAT refunds amounting to 

K17.9 billion at the beginning of 2019. These refunds were more than the K15.1 billion in 

revenues and grants collected in the first quarter of 2019. 

 

c. Insurance Premium Levy 

The Committee was informed that Insurance Premium Levy recorded a collection of K32.6 

million in the first quarter of 2019, representing an under performance of 29.0 per cent. This was 

mainly attributed to a larger decline in the consumption of Insurance products. However, in 

2018, Insurance Premium Levy recorded a collection of K46.7 million which represented an over 

performance of 110 percent. This over performance in 2018 was due to increased activities in the 

insurance Industry.  

 

d. Customs and Excise Duty 

The Committee was informed that Customs and Excise Duty collections amounted to K1.6 

billion against a target of K1.9, representing an underperformance of 16.0 per cent in the first 

quarter of 2019. This under performance was on account of the delay in implementation of 

projects such as Digital Tax Stamps whose impact was factored into the projections. Further, the 

waivers on excise duty under various concessions led to foregoing of revenue amounting to 

K472 million during the quarter. Further, Customs and Excise Duty recorded an under 

performance of 17.0 per cent in 2018 as actual collections amounted to K1.5 billion against a 

projection of K1.8 billion. Therefore, collections were generally higher in 2019. The 

underperformance of Custom Excise Duty was also attributed to the delay in the implementation 

of Digital Tax stamps. In addition, excise duty on cigarettes underperformed due to the change of 

tax regime from ad valorem to specific excise duty which resulted in a slight reduction in the 

manufacturers’ projected production volumes. 

 

e. Export Duty 

The Committee was informed that export duties for the period under review in the first quarter of 

2019 were projected at K26.5 million and the Government collected a total of K9.91 million 

which represented an under collection of K16.6 million or 63.0 per cent performance. This tax 

type was adversely affected by the lower than projected export value of precious minerals and 

animal hides. Further, in the first quarter of 2018, export duty collections amounted to K1.6 

million against a target of K12.9 million, representing an under performance of 88 per cent. This 

underperformance was largely attributed to the ban on exports of timber and export quotas on 

maize which accounted for more than 50 per cent of export duty projections. Furthermore, 

slightly lower than projected copper production also affected the collection of export duty for 

copper concentrates. 

 

7.1.2. Non-Tax Revenues 

 

The Committee was informed that the Government projected a total of K2.20 billion to be 

collected as non-tax revenue during the first quarter of 2019, of which K1.10 billion was mineral 

royalty. However, Government collected a total of K3.67 billion which was above target by 

K1.46 billion, representing an over performance of 66.0 per cent. The over performance can be 

attributed to the higher than projected collections of dividends in the month of March, 2019. 
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However, Mineral Royalty underperformed by 8 per cent, mainly on account of a reduction in 

copper sales.  

 

In particular, fees and fines collected by grant aided institutions over performed due to increased 

compliance. There was an over performance on Tourism Levy by 37.0 per cent and 12 per cent 

on Skills Development Levy respectively.  

 

In addition, in 2018, the Government projected a total of K2.0 billion to be collected as non-tax 

revenue during the first quarter under review, of which K901 million was revenue projected from 

mineral royalty. The Government collected a total of K1.8 billion which was below target by 

K201 million, representing an underperformance of 10.0 per cent. The underperformance was 

attributed to the lower than projected collections on Mineral Royalty which underperformed by 

2.0 per cent as a result of the reduction in copper sales. Fees and fines collected by grant aided 

institutions under performed by 50.0 per cent due to reduced compliance and Skills Development 

Levy recorded an under performance of 10.0 per cent. Despite the overall under performance in 

non-tax revenue, motor vehicle fees and FRA proceeds from crop sales over performed by 41.0 

percent and 260.0 per cent, respectively. 

 

 

a. Road User fees   

The Committee was informed that in the first quarter of 2019, the Road Transport and Safety 

Agency (RTSA) collected a total of K163.4 million against a target of K185.8 million, reflecting 

an under performance of 12.0 per cent. This was attributed to the non-renewal of various expired 

road licences and payment of road fines.  RTSA collected a total of K142.4 million during the 

same period in 2018 against a target of K247 million, representing an under performance of 42 

per cent. This was mainly attributed to non-implementation of planned reforms such as the re-

registration of motor vehicles. Therefore, collections in 2019 were higher than 2018. 

 

b. Road Tolls  
In 2019, the National Road Fund Agency (NFRA) collected K469 million from road tolls in the 

first quarter against a target of K238.9 million, which represented an over performance of 96.0 

per cent as more tollgates became operational. Further, increased motor vehicle movements also 

contributed to the good performance. Comparatively, during the same period in 2018, the NFRA 

collected K325.3 million from road tolls against a target of K211.3 million, which represented an 

over performance of 54.0 per cent as more toll-gates became functional as well as increased 

motor vehicle movements. Therefore, collections were generally higher in 2019 as compared to 

2018. 

 

c. Grants  

The Government projected to receive K481.04 million as foreign grants for the first quarter in 

2019. However, only a total of K146.1 million was recorded as received for Project Support 

under the Ministry of Agriculture and Ministry of General Education, representing an 

underperformance of 70.0 per cent. This under-performance was mainly attributed to non- 

remittance of the funds by the donors. Further, some donors sent the funds directly to the 

institutions, hence these were not recorded. 
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In 2018, the projected grants were K609.6 million for the first quarter. However, only a total of 

K113.9 million was recorded as received for Project Support, representing an underperformance 

of 81.0 per cent. This under-performance was also attributed to non- remittance of the funds by 

the donors. 

 

Table 2: Jan - Mar 2019 Vs. Jan - Mar 2018 Revenue Collection (K’ million) 

 
 

 

 Jan – Mar 

2019 Net 

Outturn 

Jan - Mar 

2018 Net 

Outturn 

Varianc

e 

Percentage 

Change 

 

Total revenue  12,415.2   11,164.5   1,250.8  11.2% 

     

Tax revenue  12,343.7   11,097.5   1,246.3  11.2% 

     

Non-Tax Revenue  71.5   67.0   4.5  6.7% 

     

1. Domestic Taxes  9,013.7   7,776.6   1,237.0  15.9% 

A. Direct taxes  6,405.6  5,241.2   1,164.3 22.2% 

     1. Company tax  1,429.0  923.7   505.3 54.7% 

     2. PAYE  2,651.8  2,434.4   217.4 8.9% 

     3. Withholding taxes   1,264.7  953.7   311.0 32.6% 

     4. Mineral royalty tax  1,009.3   884.2   125.0  14.1% 

     5. 

SkillsDevelopmentLevy 

 47.3   42.3   5.0  11.8% 

     6. Tourism Levy  3.5   2.9   0.6  19.6% 

B. Indirect taxes  2,608.1  2,535.4   72.7 2.9% 

     1. Local Excise Duties  430.1  398.0   32.1 8.1% 

     2. Local Excise-

Cement 

 24.4   10.1   14.2  100.0% 

     3. REF  30.0   22.8   7.3  31.9% 

     4. Local Fuel Levy  93.9  97.7  (3.7) -3.8% 

     5. Insurance Premium  32.6   46.8   (14.2) -30.3% 

     6. Domestics VAT   1,997.1  1,960.1   37.0 1.9% 

     

2. Customs Services 

Division 

 3,401.6   3,387.8   13.7  0.4% 

    1. VAT on imports  2,354.5   2,351.6   2.9  0.1% 

    2. Customs duty  739.4   755.7   (16.3) -2.2% 

    3. Export duties  9.9   1.6   8.3  512.6% 

    4. Import Excise Duties  153.3   146.2   7.1  4.8% 

    5. Import Fuel Levy  108.9   102.6   6.3  6.2% 

    6. Carbon Tax  14.9   8.4   6.5  77.4% 

    7. Motor Vehicle Fees  20.7   21.8   (1.1) -4.9% 
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7.2.Expenditure performance in first quarter of 2019 
 

The Committee was informed that total expenditure including amortisation was K20.3 billion in 

the first quarter of 2019, which was 5 per cent lower than the projected expenditure of K21.5 

billion. Excluding amortisation, expenditure was 11.0 per cent lower than planned. Of the total 

expenditure, K15.9 billion was financed from domestic resources while K4.4 billion was foreign 

financed.  

 

Table 3: Expenditure Performance, First Quarter 2018 and First Quarter 2019 

 

 20

18 

2019 

  

Approve

d 2018 

Jan 

- 

Marc

h 

Proj 

Jan - 

March 

Prelim 

Jan - 

Marc

h 

devia

tion 

% 

Appro

ved 

2019 

Jan 

- 

Mar

ch 

Proj 

Jan 

- 

Marc

h 

Preli

m 

Jan - 

March 

deviat

ion 

% 

TOTAL 

EXPENDITU

RE (Incl 

Amortisation) 

71,662 16,789 23,674 41

% 

86,80

8 

21,474 20,348 -5% 

TOTAL 

EXPENDITU

RE (Excl. 

Amortisation) 

68,445 16,027 22,687 42

% 

77,41

8 

19,127 17,045 -

11% 

o/w: 

Domesticall

y financed 

58,448 13,528 14,021 4% 58,68

6 

14,444 ,614 -

13% 

Foreign 

financed 

9,997 2,499 8,666 247

% 

18,73

2 

4,683 4,431 -5% 

EXPENSES 52,452 12,233 12,901 5% 56,31

9 

13,927 12,129 -

13% 

Personal 

Emoluments 

23,104 5,686 5,248 -

8% 

25,24

4 

6,197 4,788 -

23% 

Use of Goods 

and Services 

7,420 953 1,168 22

% 

6,11

3 

1,289 796 -

38% 

Interest 

Payments 

10,923 3,036 3,979 31

% 

14,18

3 

4,352 5,054 16% 

Domestic 

Debt 

6,764 1,792 2,181 22

% 

7,96

5 

2,642 2,346 -

11% 

External 

Debt 

4,159 1,245 1,798 44

% 

6,21

9 

1,710 2,708 58% 

Transfers and 

Other 

7,993 2,057 2,086 1% 8,24

6 

1,581 1,325 -

16% 
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Payments 

Social 

Benefits 

1,782 445 292 -

35

% 

1,76

0 

316 87 -

72% 

Pension 

Fund 

1,061 265 200 -

25

% 

1,06

1 

199 22 -

89% 

Social Cash 

Transfer 

721 180 92 -

49

% 

69

9 

117 65 -

44% 

Other 

Expenses 

1,230 55 129 135

% 

77

3 

193 77 -

60% 

ASSETS 14,663 3,548 9,756 175

% 

20,61

0 

5,078 4,875 -4% 

Non-

Financial 

Assets 

14,201 3,495 9,696 177

% 

20,45

8 

5,040 4,875 -3% 

Roads 3,517 1,131 885 -

22

% 

2,05

6 

514 638 24% 

Water and 

Sanitation 

479 212 112 -

47

% 

41

0 

102 - -

100

% 

Financial 

Assets 

462 52 60 15

% 

15

3 

38 - -

100

% 

Empowermen

t Funds 

152 - -  13

3 

33 - -

100

% 

LIABILITIE

S 

1,330 246 30 -

88

% 

48

8 

122 41 -

66% 

PRIMARY 

BALANCE: 

Surplus 

(+)/Deficit (-) 

(5,996) (949) (6,554) 590

% 

(5,22

4) 

(1,232

) 

3,155 -

356

% 

FISCAL 

BALANCE: 

Surplus 

(+)/Deficit (-) 

(16,919) (3,985) (10,533) 164

% 

(19,40

7) 

(5,583

) 

(1,899) -

66% 

 

The 2019 first quarter outturn was slightly lower than the 2018 outturn for the same period,  

which totalled K23.6 million above the target of K16.8 million, representing 41 per cent. Of the 

total releases in 2018, K15.0 million was domestically financed and K8.6 million was foreign 

financed.  

 



13 
 

 

7.2.1. Personal Emoluments 

  

The Committee was informed that, against a target of K6.2 billion, the Government spent K4.8 

billion on personal emoluments in the first quarter of 2019. The Government’s intentions to 

restrict the growth in the wage bill by restricting recruitments to only 3,500 frontline personnel 

leveled out the headcount in the civil service, thereby relieving some of the upward pressure on 

the wage bill.  

 

7.2.2. Interest Payments  

 

The Committee was further informed that  at K5.0 billion, spending on interest payments in the 

first quarter was 16.0 per cent above budget and higher than the K4.8 billion spending on 

personal emoluments. An average of K1.7 billion in interest payments was paid out every month 

during the first three months of the year, easily outpacing spending on personal emoluments and 

a myriad of other programmes. At the current rate, the fastest growing major government 

expense, the cost of interest might amount to K20 billion by the end of 2019. 

 

7.2.3. Use of Goods and Services  

 

The Committee was informed that the use of goods and services was also below target by 38.0 

per cent.  It was noted that most of the expenditure items were below target in the first quarter of 

2019 apart from expenditure towards the conducting of by-elections, payments to the Farmer 

Input Support Program (FISP) and interest payments. The variance in outturn was attributed to 

the limited resource envelope which constrained expenditures in the first quarter of 2019 when 

compared to 2018. In the first quarter of 2019, a total of K5.1 billion was released compared to 

K3.9 billion in the same period of 2018.  

 

PART III 

 
8.0. REVIEW OF FIRST QUARTER PERFORMANCE OF THE BUDGET FOR 

SELECTED MINISTRIES AND PROVINCES 
 

The Committee reviewed the first quarter budget performance for the Ministries of Health, 

Agriculture, General Education, Local Government and Water Development, Sanitation and 

Environmental Protection. It also reviewed the budget performance for Southern, Western and 

Lusaka Provinces. For purposes of triangulation, the Committee interacted with the Ministry of 

Finance over the budgetary performance of these ministries and provinces after hearing from 

selected ministries and provinces.  

 

The Committee was informed that the allocations to the selected ministries and provinces in 

2019 budget was 30.2 per cent with Ministry of General Education receiving the highest whilst 

the lowest was received by the Ministry of Local Government at 1.8 per cent of the 2019 budget. 

The breakdown of the allocations with regard to the budgetary provision for each of the 

ministries and provinces highlighted for the year 2018 and 2019 as a percentage of the total 

budget is shown in Table 1 below.  
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Table 4: 2018 Q1 and 2019 Q1 Releases as percentage of overall budgets 

Source: Ministry of Finance  

 

A detailed analysis of the allocations submitted by each of the selected spending agencies is set 

out underhere. 

 

8.1. Ministry of Health  
 

The Committee was informed that in 2018, the Ministry of Health had an approved budgetary 

provision of K6.8 billion while in 2019, the approved budgetary provision was K7.5 billion. In 

the first quarter of 2019, the Ministry of Health was funded a total amount of K142, 488,166.82. 

Out of this amount, K100,640,000 was spent on medical supplies, K12,461,441.82  on grants to 

statutory boards and K 29,386,725 on reproductive health activities.  

 

The Committee was further informed that 16.4 per cent of the total budget was released in the 

first quarter of 2018, while 7.58 per cent of the total budget was released in the first quarter of 

2019. The Ministry of Health spent K280, 427,538.00, representing 100 per cent of the amount 

released in the first quarter of 2018 and also spent K142, 488,166.82, representing 100 per cent 

of all the amounts released in the first quarter of 2019 as summarised in the table below.  

 

Table 5: Summary of Releases and expenditure for the first quarter of 2018 and 2019 

 2018 2018 2019 2019 

PROGRAMMES 

 
RELEASE  

 
EXPENDITURE 

 
RELEASE  

 
EXPENDITURE  

 

Infrastructure 

Development 

                                               

68,209,608.00  

                                          

68,209,608.00  

        -         - 

 Institution  2018 Q1 

releases        

(K’ 

million) 

2018 

Annual 

budget  

(K’million) 

% of 

overall 

2018 

budget 

2019 Q1 

releases 

(K’million) 

2019 

Annual 

budget 

(K’million) 

% of 

overall 

2019 

budget 

1 Ministry of Health 1,302.6 6,824.2 19.1% 1,117.8 7,519.9 14.9% 

2 Ministry of Agriculture 695.9 4,701.3 14.8% 733.6 4,213.7 17.4% 

3 Ministry of General 

Education 
2,072.6 9,577.3 21.6% 2,182.9 10,122.9 21.6% 

4 Ministry of Local 

Government 
283.4 1,428.4 19.8% 291.9 1,546.2 18.9% 

5 Ministry of Water 

Development, Sanitation 

and Environmental 

Protection 

128.9 986.5 13.1% 26.4 2,420.5 1.1% 

6 Southern Province 11.6 169.5 6.8% 17.8 97.4 18.3% 

7 Western Province 5.9 181.8 3.3% 18.1 106.6 17.0% 

8 

Lusaka Province 10.3 145.0 7.1% 25.8 86.0 30.0% 

  

Institution 
2018 Q1 

Releases 

(K’Million) 

2018 

Annual 

Budget 

(K’Million) 

% of 

overall 

2018 

Budget 

2019 Q1 

Releases 

(K’Million) 

2019 

Annual 

Budget 

(K’Million) 

% of 

overall 

2019 

Budget 
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Drugs and Medical 

Supplies 

 

                                          

80,000,000.00  

 

                                          

80,000,000.00  

 

        

100,640,000.00  

 

              

100,640,000.00  

 

Reproductive Health 

(DONOR) 

 

          -           -            

29,386,725.00  

 

                

29,386,725.00  

 

Other Emoluments 

 

                                                 

5,000,000.00  

 

                                            

5,000,000.00  

 

          -         - 

Grants to 

Provinces/District  

                                    

127,217,930.00  

                                 

127,217,930.00  

          -         - 

Grants to Statutory 

Bodies 

 

           -             -            

12,461,441.82  

 

                

12,461,441.82  

 

TOTAL 

 
                               

280,427,538.00 

                                

280,427,538.00  

 

        

142,488,166.82  

 

              

142,488,166.82  

 

 

8.2. Ministry of Local Government 
 

The Committee was informed that in 2018, the Ministry of Local Government was allocated 

K1,998,106,240 under Head 29 and K47,016,650.00 under Head 20. These collectively 

represented 2.86 per cent of the national budget.  

 

In 2019, Head 20 of the Ministry was moved to Head 29. This included the capital expenditure 

programmes and grants to institutions, which were moved to streamline their management.  

 

The Ministry’s total allocation in 2019 budget was K1,546,227,083.00,  representing 1.78% of 

the national budget. The 2019 allocations in relation to the 2018 national budget are outlined in 

the table below. 

 

Table 6: 2018 and 2018 Budget Provisions 

Year National Budget MLG Budget H29 % MLG Budget H20 % 

2018  K71,662,661,467.00   K1,998,106,240.00  2.79%     K47,016,650.00  0.07% 

2019  K86,807,894,727.00  K1,546,227,083.00 1.78% N/A N/A 

 

The Committee was informed that the first quarter releases for 2018 were K99,160,691.59, 

representing 4.96  per cent of the allocated estimates for 2018, of which 93.95 per cent of the 

released funds were spent in the quarter. For 2019, an amount of K188,364,541.91 was released, 

representing 12.18 per cent of the estimates (the Ministry was unable to generate the 2019 

expenditure report due to the migration from Client 400 to Client 800 system of financial 

accounting).  
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8.3. Ministry of Water Development, Sanitation and Environmental Protection 
 

The Committee was informed that a provision of K2, 420,479,167.00 was made under the 

Ministry of Water Development, Sanitation, and Environmental Protection for the year 2019, 

which represented 3.0 per cent of the national budget. Comparatively, in 2018, a total provision 

of K986, 460, 440.00 was provided for, representing 1.0 per cent of the national budget.  

 

The Committee was informed that a total of K 26,099,876.79.00 was released in the first quarter 

of 2019, while in the same period in 2018 a total K 154,109,436.33 was released, indicating a 

percentage reduction in first quarter releases for the two quarters of 86 per cent. This reduction 

was attributed to the fact that 92.0 per cent of the releases in the first quarter of 2018 were for the 

Millennium Challenge Account (MCA) project and the emergency funds which the Ministry 

received due to the cholera outbreak amounting to K 112,000,000.00 and K 25,762,207.00, 

respectively.  

 

Table 13 below illustrates a comparative release for the first quarter of 2019 for the Ministry of 

Water Development, Sanitation and Environmental Protection. 

 

Table 7: Comparative analysis of releases for first quarter 2018 and 2019 

PROGRAM 

2018 2019 

(K) % (K) % 

RDC's 3,527,749.00 2% 2,736,942.00 13% 

Grants 8,344,467.06 6% 14,967,697.79 48% 

PROJECTS (Note) 112,000,000.00 75% 8,395,240.00 39% 

LWSCo (Cholera) 25,762,207.00 17%   

Total Q1 releases 149,634,423.06  26,099,876.79  

 

Further, the Committee learnt that the Project funding for 2019, which amounted to K 8,395,240, 

representing 39 per cent of the funds released was financed by the Word Bank during the quarter 

under review. In addition, the funds released for Recurrent Departmental Charges (RDCs) 

reduced by 22 per cent from K3, 527,749 in 2018 to K 2,736,942 in 2019. However, the funding 

to grant aided institutions such as the Water Resources Management Authority (WARMA), 

Zambia Environmental Management Agency (ZEMA) and National Water Supply and Sanitation 

Council (NWASCO) increased by 80 per cent from K 8,344,467 to K 14,967,697 in 2018 and 

2019 respectively. 

 

8.4. Ministry of General Education  
 

The Committee was informed that budgetary provision for the Ministry in 2019 was K 10, 122 

million from K 9,577 million in 2018, representing a 5.7 per cent increment. The highest potion 

of the budget allocation for the Ministry went towards personal emoluments (PEs) at K 8,146 

million in 2018 and K 9,121 in 2019. The allocation towards PEs increased by 12.0 per cent in 

2019. It was noted that the allocations to the total budget and PEs increased, the allocation 

towards goods and services was cut by 30.0 per cent. Further analysis showed that the 
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programmes which were cut included Secondary Education, Youth and Adult Literacy and 

Management and Support Services. 

 

The Committee was informed that in the first quarter of 2018 budget, 100.27 per cent of the 

personal emoluments allocation was released, while only 15.69 per cent meant for operations 

was released. At the same time, in the same period in 2019, 103.7 per cent meant for personal 

emoluments (PEs) was released while 10.3 per cent for operations was released.  

 

Further, the Committee was informed that personal emoluments in 2019 compared to 2018 

increased by 15 per cent. However, when compared to the first quarter of 2018, releases towards 

goods and services reduced by 53.6 per cent in 2019, indicating that service delivery could be 

compromised in the sector. 

 

Table 8: quarterly release against quarterly budget allocation 

  2018     2019     

  Quarter Budget 

Allocation 

Quarter 

Release 

% 

Release 

Quarter 

Quarter 

Budget 

Allocatio

n 

Quarter 

Release 

% 

Release 

Quarter 

PEs                2,036.00   2,042.00           

100  

 2,280.00   2,364.00          

104  

Goods and 

Services  

                  358.00         

56.00  

           

16  

    250.00        26.00            

10  

Total               2,394.00   2,098.00           88  2,530.00  2,390.00          94  

Source: Ministry of General education  

 

As can be seen from table 16 above, although PEs were funded 100 per cent, goods and services 

only received 16.0 per cent in 2018 and 10.0 per cent in 2019. The releases actually reduced by 6 

per cent in 2019 compared to 2018. This implied that delivery of goods and services may not 

have been prioritised.  

 

8.5. Ministry of Agriculture  

 

The Committee was informed that the budgetary allocation to the Ministry of Agriculture in 

2018 was K4.7 billion. In 2019, the allocation was K4.2 billion, representing an overall reduction 

of 10.3 per cent. As a percentage of the national budget, the Ministry’s budget had also reduced 

from 6.5 per cent in 2018 to 4.8 per cent in 2019.  

 

The Committee was informed that releases in the first quarter of 2019 amounted to K324 million, 

which was K116 million less than the K440, million released during the same period in 2018. 

The bulk of the releases were for the Farmer Input Support Programme (FISP) at the cost of 

K210 million. The releases to the Food Reserve Agency amounted to K42 million while 

irrigation projects supported by the World Bank amounted to K39 million and agribusiness 

development projects supported by the International Fund for Agricultural Development was 

K10 million. 
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The Committee was further informed that, at the time of the review, the Ministry was in the 

process of conducting an expenditure verification exercise for the first quarter of 2019. However, 

judging from the releases given to the Ministry in the first quarter of 2019 amounting to  K324 

million, the reported expenditure would be significantly less than the K436 million reported in 

2018. 

 

8.6. Performance of selected provinces  

 

8.6.1. Lusaka Province 

  

The Committee was informed that in 2018, Lusaka Provincial Administration had a budgetary 

allocation of K145, 019,090 constituting 0.20 per cent of the total national budget, while for 

2019, the budgetary allocation was K 86,047,665 representing a 40.7 per cent reduction. The 

40.7 per cent decrease in the 2019 budgetary allocation was due to the transfer of the Provincial 

Fisheries and the Provincial Agriculture Departments to their respective ministries in 2019. The 

reduction in the budget left Lusaka Province receiving about 0.10 per cent of the total national 

budget for 2019 as indicated in the table below. 

 

Table 9: Provincial budget as a percentage of total National Budget 

Year Provincial 

Budget(K) 

National 

Budget(K) 

Provincial  budget as a percentage  of total 

National Budget 

2018 145,019,090  71,662,385,976 0.20 

2019 86,047,665 86,807,894,727 0.10 

 

The Committee was informed that the first quarter budgetary releases for the 2018 fiscal year 

amounted to K5, 483,269.72. This represented 3.8 per cent of the total 2018 provincial budget. 

At the same time, the first quarter funding for the 2019 fiscal year totaled K715, 800.00 which 

represented a reduction in the 2019 first quarter funding by 86.4 per cent compared to the 2018 

first quarter funding.  

 

Due to low releases, the Province had not been able to implement most of its programmes such 

as resettlement schemes, social welfare, youth development and general service delivery. 

Retirees and suppliers of goods and services were owed close to K14 million at the time of the 

review. The low releases would adversely affect the implementation of the 2019 annual work 

Plans for the Province and, therefore, progress towards the goals in the Seventh National 

Development Plan (7NDP).  

 

8.6.2. Southern Province  
 

The Committee was informed that 3.0 per cent of the budget was released in the first quarter of 

2019 compared to 8.0 per cent in 2018. This revealed a reduction of 5 percentage points. In the 

first quarter of 2019, the province received 5.0 per cent of allocation to goods and services and 

only spent 52 per cent of the amount. The low absorption capacity was a result of late funding 

and long procurement procedures. 
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Table 10: Proportion of 2019 first quarter budget release in comparison with 2018 first quarter 

budget release 

2019 

RELEASES 

2019 

BUDGET 

PROPORTIO

N 2019 

2018 

RELEASES 

2018 

BUDGET 

PROPORTIO

N 2018 

VARIA

NCE 

 737,479.18 28,369,722.00 3% 6,232,344.00 74,188,130.00 8% -5% 

 

8.6.3. Western Province 

  

The Committee was informed that the approved budgetary provision for Western Province in 

2018 was K 181, 814, 940 against the total national budget of K 71, 672, 105,907, amounting to 

0.25 per cent as a share of the 2018 total budget.  

 

In relation to the fiscal year 2019, the approved budgetary provision for Western Province was K 

106, 589, 668 against the total national budget of K86, 807,894,727 accounting for 0.12 per cent 

share of the total budget.  

 

Compared to the 2018 budget provision, the 2019 budget provision for Western Province 

recorded a significant reduction amounting to K75, 225, 272 or 41.37 per cent. In terms of 

budget for non-personal emoluments, the reduction was 61 per cent from K73, 837, 948 in 2018 

and K28, 496, 066 in 2019.  

 

The reduction in budget provision was largely attributed to the reallocation of a significant 

portion of the budget provision of department of Agriculture, Fisheries and Livestock to its line 

ministries. In addition, the budget line for Infrastructure Development Programme in new 

districts constituted the large part of budget provision. The infrastructure component in the 

budget was also moved to the Ministry of Infrastructure Development in 2019. 

 

The Committee learnt that K4, 025,000.00 was earmarked for programme implementation in 

Western Province in the first quarter of 2019. Key programmes that were earmarked for 

implementation in the first quarter included among others, support to forestry enterprises, 

tourism and investment promotion, infrastructure development, cadastral and engineering survey, 

payment of grants to institutions, child empowerment, town planning and development controls. 

 

The Committee was informed that in the first quarter of 2019, a total of K1, 739, 692.00 non-

personal emoluments was released against a non personal emoluments budgetary provision of 

K28, 496, 066, which accounted for 6.1 per cent of non-personal emoluments expenditure. The 

released funds were an aggregation of Recurrent Departmental Charges (RDC), Poverty 

Reduction Programmes (PRP) and Grants. However, in the year 2018 during the same period, a 

total of K6, 718, 997.00 was released towards Recurrent Departmental Charges (RDC), Poverty 

Reduction Programmes (PRP) and Grants against a total non-personal emolument budgetary 

provision of K73, 837, 948.00, corresponding to 9.1 per cent of the releases.  

 

Generally, there were lower releases of funding on programmes for recurrent departmental 

charges in the first quarter of 2019 compared to the same period in 2018 due to the austerity 

measures announced by the Government. However, more funds were released on grants 

programmes in the first quarter of 2019 than in the same quarter of 2018. In addition, the 
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Committee was informed that funds on such grants had proved to be more useful in the first 

quarter of 2019 in programme implementation. Some funded programmes on grants included 

institutions such as Mongu Cheshire homes, youth training centres in Kaoma and Nalolo, 

Senanga School for the deaf, Sesheke Place of Safety, and support to orphans and vulnerable 

children (OVCs). 

 

The Committee was informed that, as at 31st March, 2019, the Treasury had released a total of 

K21,273,092 comprising personal emoluments and non personal emoluments. Against this 

figure, an amount of k1, 739, 692.00 was for non-personal emolument programmes. Further, as 

at 31st March, 2019, a total of K1, 284,673.06 was expended, an equivalent of 73% expenditure 

of the non-personal emolument funding.  

 

In addition, in the 2018 first quarter, personal and non-personal emoluments amounting to 

K22,805,427.33 were released, of which K6,718,997.00 was for personal emolument. A total of 

K5, 253, 922.20 was expended against the non-personal emolument funding, giving a 78 per cent 

expenditure of the entire funding on non-personal emoluments as shown the table below.  

The Committee learnt that in the first quarter of 2019, a total amount of K1, 739,692.00 was 

released by the Treasury for implementation of various programmes. Further, a total of K1, 

089,692 was disbursed to the Provincial Administration, Western Province to undertake key 

programmes in the first quarter of 2019.  Against this figure, K818, 998.83 was expended as at 

31st March, 2019.  The unspent funds were substantially part of Appropriation in Aid (AIA) for 

forest protection and management and Land Administration and management that was released 

at the month end of March, 2019. 

 

With the disbursed funds in the first quarter, the Provincial Administration set aside K200,000 

for Senanga School for the deaf to complete the construction of the a wall fence.  The Bill of 

Quantities (BoQs) had been prepared and the project was scheduled to commence in the second 

quarter. The Province also supported Mongu Cheshire Home with a grant for the purchase of 

food items and cleaning materials. 

 

In order to encourage vulnerable children to access college education, the Government had 

continued providing grants to vulnerable children in form of payment of school fees and other 

requisites. In the first quarter, the Provincial Administration paid tuition for 100 OVCs who were 

in secondary schools, and further paid tuition and boarding fees for 32 OVCs placed at Lukulu 

Training Centre and Livingstone Institute and of Business and Engineering Studies (LIBES) in 

Livingstone. 

 

The Provincial Administration was also providing support to youth training centres.  As at 31st 

March, 2019, a total of K140, 000 was paid to Kaoma and Muoyo Youth Training Centres.   

 

PART IV 

 
9.0. STAKEHOLDER CONCERNS  

 

Various stakeholders who appeared before the Committee raised various concerns on the review 

of the first quarter budget performance for 2019 set out below. 
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9.1.     Poor releases of funds to Ministries and Spending Agencies  

 

Most of the stakeholders who appeared before the Committee were concerned with the low and 

erratic releases of funds to ministries and provinces. They were concerned that the releases in the 

first quarter were mainly for personal emoluments. The low releases for operations were likely to 

compromise service delivery.  

 

9.2.     Persistent accumulation of arrears  

 

Some stakeholders were concerned with the growing problem of the accumulation of 

arrears, including VAT refunds, it was unlikely that the Government was on the right 

path of recovering from debt accumulation. They argued that persistent accumulation of 

arrears by the Government would lead to reduced growth. They urged that there was 

need to report the fiscal deficit not only on cash basis but on commitment basis as well. 

They noted that the stock of arrears at the end of 2018 grew to K33.5 billion when the 

K17.9 billion VAT refunds were added, which was equivalent to 11.2 per cent of GDP. 

The fiscal deficit would even be higher if the deficit was reported on the commitment 

basis.   

 

The accumulation of arrears would have adverse effects on most businesses, especially 

the micro, small and medium enterprises (MSMEs) which depended on Government 

contracts.  The delays in payments imposed difficulties on businesses accessing credit 

from commercial banks, due to a liquidity problem in the economy, resulting in a 

reduced pace of economic activity.  

 

9.3.      Increased non performing loans  

 

Some of the stakeholders noted that illiquid suppliers bridged the delay in payment by 

borrowing from commercial banks and other financial institutions. Stakeholders were, 

therefore, concerned that the non payment of arrears had led to a significant increase in 

the portion of non-performing loans, adding pressure to credit markets and driving up 

interest rates with adverse consequences for monetary policy. 

 

9.4.      Underperformance of Mineral Royalty  

 

Some stakeholders were concerned that Mineral Royalty underperformed in the first 

quarter of 2019 by 8.0 per cent compared to the underperformance of 2.0 per cent in the 

first quarter of 2018. This was despite the price of copper increasing to about US$6,400 

per metric tonne in March from about US$6,000 per metric tonne recorded at the end of 

2018. The decreased Mineral Royalty was attributed to the increase in the non-

deductable MRT rates introduced in the 2019 budget.  

 

9.5.     Abolition of VAT  

 

Most of the stakeholders were concerned that while VAT was performing well, the 

Government planned to abolish it and replace it with Sales Tax. They argued that VAT 

was one of the tax types that over performed in the first quarter while the other tax types 



22 
 

underperformed. The good performance of VAT was attributed to various measures that 

the Government had in put in place, including the appointment of companies and 

government agencies to serve as VAT agents and the use of electronic fiscal devices by 

registered suppliers, which enabled real time monitoring of transactions. 

 

9.6.     Underperformance of Government grants  

 

Some of the stakeholders were concerned that grants underperformed by 70.0 per cent in 

the first quarter of 2019 on account of non remittance of grants by donors. They were of 

the view that the Government should improve the management of donor funds and strive 

to access the IMF programme.  

 

 

PART V 

 
10.0. COMMITTEE’S OBSERVATIONS AND RECOMMENDATIONS  

 

After a detailed review of the first quarter budget performance for 2019, the Committee makes 

the observations and recommendations set out hereunder.  

 

10.1. Reduced growth prospects 

 

The Committee observes with concern that the growth prospects for the country in 2019 have 

been downgraded to 2.3 per cent by the IMF from the 4.0 per cent announced by the Minister of 

Finance. The poor growth has been attributed mainly to the cost of servicing debt which has 

constrained growth prospects for most sectors in the economy. Further, the constrained growth 

has also been attributed to global factors such as the trade war between China and the United 

States, including domestic challenges of poor rainfall in some parts of the country leading to low 

power generation and poor agricultural output. This lacklustre growth may have adverse effects 

on domestic resource mobilisation and, therefore, affect service delivery. The Committee notes 

that this is already evident as releases to the sampled ministries in the first quarter have been 

very poor, largely because of limited resources.  

 

In view of the above, the Committee recommends that the Government should come up with 

appropriate measures to boost economic growth and domestic resource mobilisation so as to 

bridge the spending gaps, especially in the key social sectors of health and education. The 

Committee further recommends that the Government should continue on the path of fiscal 

consolidation through various austerity measures.  

 

Furthermore, the Government should make efforts to promote irrigation farming and 

diversification of power generation to various energy sources in addition to hydro-power 

generation. This will ensure sustainable agricultural production and industrial output.  The 

Committee further urges the Government to prioritise the release of funds to the provinces that 

were adversely affected by the droughts.  
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10.2. Dwindling foreign reserves 

 

The Committee observes that the nation’s foreign reserves have declined from 1.8 months of 

import cover in the last quarter of 2018 to 1.6 months of import cover in the first quarter of 2019. 

This is against the annual target of 3.0 months of import cover projected in the 2019 budget. 

 

In view of the above, the Committee recommends that the Government should take urgent, 

practical steps of promoting exports and foreign expenditure savings so as to progressively 

restore the foreign reserves to the three months of import cover as envisaged in the 2019 budget.  

 

10.3. Unstable foreign exchange rate  

 

The Committee observes that the performance of the Kwacha against other convertible 

currencies in the first quarter had been unfavourable. This has been attributed, in part, to 

economic underperformance and the Government’s purchasing of foreign exchange from the 

domestic market in order to meet its debt obligations.  

 

In this regard, the Committee recommends that in order to avoid the free fall in exchange rates, 

the Government should restrain itself from buying foreign exchange from the domestic market. 

Further, the Committee recommends that the Government should exercise transparency in the 

management of the economy, particularly with regard to debt levels, as this has been a source of 

poor market sentiments.  

 

10.4. Debt servicing  

 

The Committee notes that debt servicing through high interest payments has grossly affected 

implementation of various planned government programmes. The Committee further notes that 

in the first quarter of 2019, spending on interest payments amounted to K5.1 billion which was 

16 per cent above budget and was higher than spending on personal emoluments at K4.8 billion. 

 

In view of this challenging environment, the Committee recommends that the Government 

should consider increasing the revenue base by coming up with policies that stimulate growth 

such as export diversification and value-addition in economic sectors such manufacturing, 

mining, agriculture and tourism.  

 

10.5. Releases of funding on recurrent programmes  

 

The Committee observes that there had been generally lower releases to Recurrent Departmental 

Charges (RDCs) in the first quarter of 2019 to the provinces and ministries under review. In 

some instances, it has been as low as 61.0 per cent lower than the releases in the same period of 

2018. The Committee is concerned that the low releases to ministries and provinces might 

adversely affect the implementation of planned activities in the 2019 budget and, therefore, 

service delivery. 

 

In the light of this, the Committee recommends that the Government should ensure that budget 

allocations appropriated by Parliament to various programmes are adhered to in order to ensure 
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effective service delivery. Further, the Committee recommends that releases to ministries and 

provinces should be timely so as to make planning easy for controlling officers.  

 

10.6.  Reduction of user fees in schools 

 

The Committee observes that the reduction in user fees effected in the first quarter of 2019 in 

schools is, among other things, meant to ensure that education is affordable to everyone in 

Zambia, especially the poorer rural communities. The Committee is also cognisant of the fact 

that most schools were underfunded and in most cases the funding was not on time and 

sometimes, the funding was never received at all. The funds raised from user fees were, 

therefore, used to supplement Government funding in order not to disrupt learning.  

 

Therefore, the Committee urges the Government to ensure regular funding to schools in lieu of 

the user fees as failure to do so may compromise the quality of education.  

 

10.7. Restore Budget Credibility  

 

The Committee observes that Government debt is as a result of accumulated deficits of past 

years. Therefore, persistently running the deficits may soon or later become unsustainable. 

 

In this regard, the Committee recommends that the Government should restore budget credibility 

as espoused in the Economic Stabilisation and Growth Programme by observing fiscal discipline 

and avoid breaching the deficit targets.  

 

10.8. Comprehensive framework for paying off arrears 

The Committee observes that arrears have continued to accumulate, thereby adversely affecting 

the economy. In this regard, the Committee recommends that the Government should devise and 

publish a medium term arrears payment strategy which could be embedded in the Medium-Term 

Debt Strategy.   

 

11.0  CONSIDERATION OF THE ACTION TAKEN REPORT  
 

Consideration of the action taken report on the report of the budget committee on the review of 

the first quarter performance of the 2018 budget for selected ministries and provinces for the 

Second Session of the Twelfth National Assembly.  

 

11.1 Resource Allocation in the Budget 

 

In its previous Report, the Committee recommended that the Government should speed up the 

implementation of the fiscal decentralisation which required devolution of functions from the 

Central Government to local authorities to allow for effective and efficient deployment of 

resources at the local government level. 

 

Executive Response 

In the Action Taken Report, the Executive responded that it had made significant progress 

towards operationalising fiscal decentralisation to allow for effective and efficient deployment of 
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resources at the local Government level.  Following this, the expected benefits that came with 

fiscal decentralisation would help in reducing developmental inequalities. 

  

As part of the initial steps leading to full devolution, the Government in 2018 transferred the 

resources to deconcentrated functions under the Ministry of Fisheries and Livestock and Ministry 

of Agriculture to the Provincial Administrations. Plans were to further roll out the 

deconcentration of resources for all devolving functions to districts in readiness for full 

devolution.  

 

In support with the fiscal decentralisation, the Government had included the Intergovernmental 

Fiscal Relations Unit in the Ministry of Finance which would be responsible for providing 

support to the administration of local governance. 

 

Committee’s Observations and Recommendations 

The Committee resolves to await a progress report on the full implementation of fiscal 

decentralisation in the country.  

 

11.2  Inadequate, Untimely and Unpredictable Release of Budgeted Funds 

 

In its previous Report, the Committee recommended that the Government should ensure 

adequate, timely and predictable release of funds for effective project implementation. It further 

recommended that the Government should show more commitment to ensuring releases in view 

of concise linkages between the 7NDP, Vision 2030 and other national priorities to the annual 

budget cycles. 

 

Executive Response 

In the Action Taken report, the Executive took note of the guidance from the Committee that 

adequate, timely and predictable release of funds be made to ensure effective project 

implementation.  The Government had continued implementing revenue mobilisation measures 

that would in due course lead to predictable and stable funding to MPSAs. 

 

Committee’s Observations and Recommendations 

The Committee is of the view that the response is inadequate and requests an update on what is 

being done to ensure adequate, timely and predictable release of funds for effective project 

implementation. The Committee resolves to await a progress report on the matter. 

 

11.2.1 Failure to Fully Implement Output Based Budgeting  

 

In its previous Report, Committee recommended that Output Based Budgeting (OBB) should, as 

matter of urgency, be implemented in all ministries, at provincial and district level in order to 

ensure accountability, effective monitoring of resource utilisation and ensure that the 

implementation of programmes and projects by MPSAs contributed to the attainment of the 

country’s long term goals. 

 

Executive Response 

In the Action Taken Report, the Executive responded that it was piloting the Output Based 

Budgeting (OBB) in the Ministries of General Education, Higher Education and Community 
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Development and Social Services.  This pilot had demonstrated a more strategic and 

performance focused budgeting approach with a prior and clear understanding of the expected 

outputs in these pilot Ministries.  The Pilot OBB Programme had been successfully implemented 

in the three pilot Ministries, and had not been rolled out to all MPSAs.  In this regard, work had 

already commenced to roll out the OBB to additional MPSAs in 2019.     

 

The Executive further responded that following the pronouncement of the 2018 National Budget 

Speech which outlined the OBB implementation roadmap, the Ministry of National Development 

Planning developed the Implementation Plan (Volume II) of the 7NDP.  The Implementation 

Plan (IP) outlined the specific interventions to be undertaken including the outputs to be 

generated in order to achieve socio-economic development.  Specifically, the IP identified 

indicators (outcome and output indicators) and set targets for the entire period of the 7NDP, 

broken down by year. 

 

It was, therefore, anticipated that the outcome and output indicators in the 7NDP IP would form 

the basis for developing the OBB, and in so doing, provide a framework for monitoring of 

resource utilisation and ensure that the implementation of programmes and projects by MPSAs 

contribute to the attainment of the country’s long-term goals.  

Committee’s Observations and Recommendations 

The Committee will await a progress report on the rolling out of OBB to all MPSAs. 

 

11.3 Fiscal Consolidation 

In its previous Report, the Committee recommended that the Government should step up fiscal 

consolidation efforts by avoiding unsustainable spending; enhancing domestic resource 

mobilisation; and rationalising borrowing for capital projects.   

 

Executive Response 

In the Action Take Report, the Executive took note of the recommendation and explained that it 

was implementing austerity measures and these included: 

 

i) ensuring that there was strict adherence to the programmed domestic financing in the 

2018 and 2019 budgets; 

ii) implementing the telecommunication transactions monitoring system for mobile 

service providers; 

iii) reviewing the laws that related to land administration that would allow to increase 

coverage and effectiveness of revenue collection through land titling programme; 

iv) only funding projects that were at least 80% complete; 

v) in order to control the high expenditure on personal emoluments, recruitment would 

strictly be limited to the provisions of the 2018 budget;   

vi) the management of the payroll would be moved to the Ministry of Finance to ensure 

separation of duties in order to enhance the authenticity of entries on the payroll, 

address payment of wrong allowances and ghost workers; 

vii) indefinitely postpone the contraction of all pipeline debt until the debt was brought 

back to moderate risk of distress; and  

viii) cease the issuance of letters of credit and guarantees to state owned enterprises that 

were technically insolvent until their balance sheet challenges were resolved. 
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Committee’s Observations and Recommendations 

The Committee requests an update on which of the austerity measures have been implemented 

and whether fiscal consolidation measures have began yielding any positive results.  

 

11.4 Debt Accumulation 

In its previous Report, the Committee recommended that the Government should strengthen 

public financial management by, among other things, speeding up the presentation of the Loans 

and Guarantees (Authorisation) Act for amendment to ensure transparency and accountability in 

debt contraction. The Committee also recommended that borrowing should be restricted to 

projects with high economic returns and not for recurrent expenditure.   

 

Executive Response 

In the Action Taken Report, the Executive responded that with regard to the Committee’s 

recommendation that borrowing should be restricted to projects with high economic returns and 

not for recurrent expenditure, the Government through the Ministry of National Development 

Planning was developing the public investment management system to facilitate effective 

implementation of development programmes.  The main purpose of this system was to 

operationalise Government policy to have major projects undergo appraisal by providing a 

systematic and standardised approach to the appraisal by public investment projects in order to 

determine the technical, financial, economic and social viability of the projects. 

 

The appraisal of public investment projects would, therefore, ascertain the financial, economic 

and social returns or impact of projects.  The information from the appraisals would, among 

other things assist the Government in determining the appropriate financing modality for each 

project, that is, whether the project should be implemented using the general revenues of the 

Government, grants, borrowing or indeed present the project for private sector financing through 

public private partnerships. 

 

The resources mobilised through borrowing would be directed to projects with high economic 

returns that contribute to growth of the economy and were able to generate revenue streams that 

enhance domestic revenue mobilisation.  This way, the projects utilising borrowed funds would 

contribute to repayment of these funds.  

 

Committee’s Observations and Recommendations 

The Committee reiterates on its recommendation on the need to speed up the presentation of the 

Loans and Guarantees (Authorisation) Act for amendment to ensure transparency and 

accountability in debt contraction.  It further requests an update on the development of the public 

investment management system to facilitate effective implementation of development 

programmes.  

 

11.5 Mechanisms for Repaying Eurobonds 

In its previous Report, the Committee recommended that the Government should provide clear 

information on the status of the Sinking Fund.  It further recommended that disbursements into 

the Fund be increased and be remitted consistently so as to ensure that adequate resources were 

available to make a payment when these sovereign bonds mature and the debts fell due.  
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Executive Response 

In the Action Taken Report, the Executive reported that it established the Sinking Fund in 

October, 2015 in line with the provisions of the Loans and Guarantees (Authorisation) Act. The 

Act requires the establishment of such a Fund by the Minister responsible for Finance for the 

redemption of bonds and stock. The law further requires that sufficient provisions were made for 

the Fund. It was in this regard that in 2018, a budgetary allocation of K100 million had been 

made. Further allocations will be made in subsequent years. 

 

Committee’s Observations and Recommendations 

The Committee observes that the response does not respond to its request for clear information 

of the status of the sinking fund and in this regard, reiterates its earlier recommendation.  

 
11.0 CONCLUSION 
 

The Committee wishes to thank you most sincerely Mr Speaker for having been given the 

opportunity to scrutinise the first quarter performance for the 2019 budget for selected ministries 

and provinces. Prominent among the findings were low and in some cases late releases to the 

ministries and provinces. Late and inadequate releases affected service delivery and usually 

proves to be a challenge in terms of planning by the permanent secretaries and their staff. In view 

of this, Committee is hopeful that the Government would improve funding to the ministries and 

provinces in line with the approved estimates so as not to affect service delivery negatively.    

 

Lastly but not the least, the Committee also wishes to pay tribute to all stakeholders who 

appeared before it and tendered both oral and written submissions.  It also wishes to appreciates 

the services rendered by the Office of the Clerk of the National Assembly throughout its 

deliberations.   

 

 

 

 

 

M Simfukwe, MP        June, 2019 

CHAIRPERSON        LUSAKA 
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APPENDIX I 

 

List of Witnesses 

Ministry of Finance  

Ministry of Higher Education 

Ministry of Local Government 

 Ministry of Health 

Ministry of Agriculture   
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Office of the President, Provincial Administration - Central Province  
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Zambia National Education Coalition (ZANEC) 
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