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REPORT OF THE BUDGET COMMITTEE FOR THE SECOND SESSION OF THE 

TWELFTH NATIONAL ASSEMBLY, APPOINTED ON WEDNESDAY, 20TH 

OCTOBER, 2017 
 
Consisting of: 

 
Mr M Simfukwe, MP (Chairperson); Ms M Subulwa, MP (Vice Chairperson); Mr L A 

Lufuma, MP; Mr S K Kakubo, MP; Mr P Phiri, 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 Honourable Mr Speaker 

National Assembly 
Parliament Buildings 

LUSAKA 
 
Sir, 
 

Your Committee has the honour to present its Report for the Second Session of the Twelfth 
National Assembly. 

 

Functions of the Committee  
 
2. The functions of the Budget Committee are to:  

 
i) examine Estimates of Revenue and Expenditure including the Supplementary 

Estimates of Revenue 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 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 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 in Article 203 of the Constitution.  
 

Meetings of the Committee  
 
3. Your Committee held eleven meetings during the year under review.  
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Programme of Work  

 
4. At the commencement of the Second Session of the Twelfth National Assembly, 

your Committee adopted its Programme of Work, a summary of which is outlined below. 
 

a) Consideration of two topical issues namely: Domestic Resource Mobilisation; and The 
National Budget and Growing Inequality in Zambia. 

b) Consideration of the Action-Taken Report on your Committee’s Report for the First 
Session of the Twelfth National Assembly. 

c) Undertaking local tours. 

d) Consideration and adoption of your Committee’s draft report for the Second Session 
of the Twelfth National Assembly. 

 

Arrangement of the Report 

 
5. Your Committee’s Report is organised in three parts: Part I presents the findings 
from your Committee’s deliberations and tours on Domestic Resource Mobilisation; Part II 

presents the findings from your Committee’s deliberations on the National Budget and 
Growing Inequality in Zambia; and Part III deals with your Committee’s consideration of 

Action-Taken Reports on the Reports of your previous Committee. 

 

Procedure Adopted by the Committee   

 
6. During the period under review, your Committee considered two topical issues in 

line with its Programme of Work. Your Committee requested detailed memoranda on the 
topics under consideration from relevant stakeholders.   In order to fully appreciate the 

topical issues under its consideration, your Committee thereafter invited the stakeholders to 
provide oral submissions and clarifications on issues contained in their written memoranda 

and submissions thereof. Your Committee also undertook local tours during the year under 
review. 
 

 
 

 
 

 
 

 
 
 

 
 

 
 

 
 



3 
 

PART I 

 

TOPIC 1: DOMESTIC RESOURCE MOBILISATION  
 

Background 
 

7. The World Bank defines Domestic Resource Mobilisation (DRM) as the increase in 

the flow of taxes and income into Government coffers.  It can also be viewed as the process 
through which a country raises and spends its own funds to provide services to its citizens. 

The public sector does this through taxation and other forms of public revenue generation. If 
optimised, DRM can be the antidote to long term aid dependency and help increase local 
ownership, consequently creating the fiscal space to implement strategies that reflect local 

development priorities.  

 

The Zambian Government has for a time long espoused that DRM is important for the 
country.  Regrettably, in the recent past, expenditure pressure for the Government had been 

rising, while revenue growth had been low. Consequently, the budget deficit reached 9.4% 
of Gross Domestic Product (GDP) in 2015 and 5.8% of GDP in 2016, which was well 
above the budget deficit targets of 4.6% of GDP and 3.8% of GDP, respectively. The deficit 

stood at 6.1% of GDP in 2017, continuing the undesirable pattern of higher than the 
targeted budget deficits. The mismatch between revenues and expenditure resulted into an 

increase in arrears.  
 

The above scenario brought into sharp focus, the need to strengthen DRM.  Your 
Committee, therefore, resolved to undertake a study on domestic resource mobilisation with 
a view to: 

 
i) understand various revenue measures; 

ii) appreciate strategies in place to enhance domestic resource mobilisation; 
iii) appreciate the challenges that the country was facing regarding domestic resource 

mobilisation; and  
iv) recommend the possible measures to enhance domestic resource mobilisation. 

 

Summary of Submissions by Stakeholders 

 
8. Listed below are the stakeholders who made submissions on the topic under 

consideration. 
 

i) Ministry of Finance 

ii) Ministry of Lands  
iii) World Bank Group  

iv) Zambia Revenue Authority  
v) Bank of Zambia 

vi) Patents and Companies Registration Agency  
vii) Energy Regulation Board  
viii) Road Transport and  Safety Agency  
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ix) National Road Fund Agency  
x) Zambia Information and Communications Technology Authority  

xi) Zambia Institute for Policy Analysis and Research  
xii) Economics Association of Zambia  

xiii) Policy Monitoring and Research Centre 
xiv) Zambia Association of Chambers of Commerce and Industry  

xv) Zambia Institute of Chartered Accountants  
xvi) Bankers Association of Zambia 
 

The submissions by the above listed stakeholders are summarised below. 

 

8.1 Growing the Economy and Domestic Resource Mobilisation  
  

Your Committee was informed that a growing economy was key for sustainable domestic 
resource mobilisation. However, while growing the economy was necessary, it was not a 

sufficient condition for increasing domestic resource mobilisation. Other measures ought to 
be in place, such as improving tax administration.  

 
Your Committee was informed that in 2015, Zambia faced her toughest economic challenge 

in decades. This came by way of a global copper price slump; severe electricity shortages; 
dramatic exchange rate depreciation coupled with rising inflation and a high and rising cost 
of borrowing; and mounting fiscal problems. These challenges negatively affected private 

sector performance and job creation. Economic growth reduced to 2.9%, the lowest since 
1998. Although the economy had since made modest recovery, it still faced serious 

challenges. 
 

In order to formulate strategies for growing the economy, the major drivers of growth 
needed to be identified. According to national accounts figures, the sectors driving 
economic growth were wholesale and retail trade, construction, manufacturing and 

agriculture. Collectively, these accounted for 60% of the 4.5% average growth that was 
recorded between 2011 and 2017.  Therefore, the strategies for growing the Zambian 

economy needed to be aligned to these growth sectors.  
 

Stakeholders submitted that with subdued international demand for copper and the resultant 
tightening of Government consumption and declining investments in Zambia, public sector 
spending on services and employment were unlikely to grow as they did during the peak of 

the mineral boom from 2008-2012. Stakeholders further submitted that the Government 
needed to play the role of offering policy and institutional support to help the private sector 

flourish, while the private sector needed to remain the driving force as it was the engine 
behind wholesale and retail, construction, agriculture, and manufacturing. 

 

8.2 Advantages of Domestic Resource Mobilisation 

 
Your Committee was informed that increased DRM had many advantages.  These included 

the ones elaborated below. 
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i) Increased DRM could be a powerful tool for achieving the country’s development 
agenda. It strengthened the Government’s ability to provide social public goods and 

alleviate poverty. 
 

ii) DRM allowed for increased policy space and greater policy ownership, leading to a 
better matching of capital investment and development strategies to domestic needs. 

It was potentially the biggest source of long term financing for sustainable 
development and was the life blood of all state governance such as the provision of 
public goods and services. 

 
iii) Resources raised domestically were not tied to the stringent conditionalities linked 

with external funding and concessional external financing. Further, the use of 
domestic resources reduced the exposure or vulnerability of the country to the 

volatility or unpredictability that was sometimes associated with external funding. 
This was because domestic resources were considerably more stable than external 
capital inflows with some recent estimates suggesting that for Africa in general, 

official development assistance was up to four times more volatile than domestic tax 
revenue.  

 
iv) DRM could help strengthen fiscal institutions because stable and predictable revenue 

facilitated long term fiscal planning which could help ensure that resources were 
allocated to priority sectors. 
 

v) Reliance on domestic resources could lead to a better system of governance. This 
was because collection of public revenue required improved cooperation between the 

Government and the firms and households that generated the revenue.  
 

vi) Efficient use of public resources and its accompanying improvement in tax 
compliance could help foster good practices that were an integral part of a system of 
good governance. Studies had shown that when the Government invested its revenue 

in public and social services that benefited the communities where these resources 
were generated, tax evasion tended to reduce. Studies also showed that in some 

cases, taxpayers were even willing to pay more taxes if they felt that these resources 
were being properly used.  

 
vii) The use of domestic resources helped to avoid the problem of geographical and 

sectoral concentration that was prevalent in the case of external resources. For 

example, foreign direct investment in Zambia was heavily concentrated in the 

mining sector on the Copperbelt and North Western Provinces. Also, this type of 

investment tended to be highly capital-intensive and may not generate a lot of jobs.  
 

8.3 Challenges of Domestic Resource Mobilisation in Zambia  

 
Stakeholders submitted that notwithstanding the advantages, enhancing DRM was still 
challenging. Zambia faced a whole range of challenges in improving its revenue 

performance.  The tax base was narrow due to the limited formal sector and the large 
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informal and subsistence agricultural sectors. The tax base was further narrowed by the tax 
incentives given largely to foreign investors in a bid to attract their investments. Some of 

these corporations aggressively employed various tax planning methods to further limit their 
tax liability.  This was not helped by the low capacity in tax administration perpetuated by 

the lack of financial and human resource, weak tax law enforcement and generally low tax 
morale, which led to lower compliance. In addition, there were inadequate savings to 

facilitate investment that would increase the potential tax base for domestic revenue 
collection.  
 

8.4 Strategies and Initiatives to Enhance Domestic Resource Mobilisation 
 
According to the Seventh National Development Plan (7NDP), an Integrated Resource 

Mobilisation and Financing Framework (IRMFF) would be developed to guide the nation 

on resource mobilisation, acquisition, allocation and utilisation, to avoid wastage and 

misallocation of resources through unplanned borrowing, as well as other financing 
commitments. Your Committee was informed that the Government was implementing or 

planning to implement various tax and non-tax measures to enhance DRM. 

 

8.4.1 Tax Measures  
 

Your Committee was informed that a number of tax reforms had been undertaken over the 
years. However, the tax to GDP ratio had been maintained at an average of 16.8% of GDP, 

below the Southern African average of about 20%. The strategies aimed at enhancing 
domestic tax revenue were targeted at:  
 

a) broadening the tax base by streamlining incentives and reducing exemptions; 
b) improving tax administration through modernisation and continuous enhancement 

of the technical capacity of ZRA; 
c) increasing the number of tax compliant businesses and economic activities through 

tax payer education and curbing of evasion;  
d) redesigning of the mining fiscal regime; and  
e) improving data capture and coordination.  

 

a) Broadening the Tax Base  
 

Zambia’s tax base was characterised by a relatively large informal sector. Moreover, the tax 
system was further narrowed by various tax incentives and exemptions leading to erosion of 

the tax base and additionally complicating tax administration. A number of strategies had 

been put in place to capture more people in the tax net and they included streamlining tax 

incentives; reducing tax exemptions; informal sector taxation; property taxes; and stemming 
illicit financial flows (IFFs).  These are elaborated below. 
 
i)  Streamlining Tax Incentives  

Your Committee was informed that in a bid to attract investment, the Zambian 
Government had been offering generous and wide-ranging tax incentives under the Zambia 

Development Agency (ZDA). The Government had become cognisant of the downside of 
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wide-ranging tax incentives, particularly their contribution to the erosion of the tax base 
without strong corresponding evidence of the contribution to the actualisation of investment 

pledges and employment creation.  Thus, in the 2014 budget, the Government changed the 
tax incentive structure by streamlining the priority sectors and rationalising the granting of 

tax incentives under the Zambia Development Agency Act No. 11 of 2006. The Government 

had in the 2018 budget undertaken further streamlining by proposing to discontinue the five-

year income tax holidays that was facilitated through the ZDA.  In place of the tax holiday, 
accelerated depreciation for capital expenditures by qualifying investments in priority 
sectors was introduced. This would work to broaden the tax base and improve the amount 

of tax collected from corporations.  
 
ii) Reducing Tax Exemptions  

Your Committee was informed that many exemptions were granted through the 

discretionary powers of the Minister of Finance. Tax exemptions that were granted to 

elected officials, the National Assembly, armed forces, central Government, donor agencies, 
companies engaged in development programmes and public benefit organisations were 

implemented through statutory instruments, without Parliamentary approval. Measures to 
remove discretion in tax legislation that allowed for over-generous exemptions were being 

undertaken, for example, through the Government passing of Statutory Instrument No. 103 
of 2013 which rationalised the Customs and Excise (Public Benefit Organisation) 
Amendment Regulations to refine refunds, rebates and remissions. Such measures would 

also enhance monitoring mechanisms and tax administration. 
 

Your Committee learnt that tax exemptions had been given for a number of donor-funded 
projects and this had seen a proliferation of agreements signed by Ministries, Provinces and 

other Spending Agencies (MPSAs) that included tax exemption clauses that were not in 
conformity with tax laws. In this regard, the Government had endeavoured to clamp down 
on these practices by ensuring that prior to clearance of any contracts and agreements by the 

Attorney General, the Budget Office at the Ministry of Finance should be consulted on any 
tax provisions. 

 
iii) Informal Sector Taxation  

The informal sector in Zambia had not been entirely without taxation. Informal sector 

taxation was introduced in 2004 beginning with the presumptive tax on taxis and minibuses 
and the turnover tax on small scale enterprises. Later, in 2005 and 2007, a base tax on 

marketeers and the advance income tax for cross border traders were introduced, 
respectively. According to Ministry of Finance, the challenge to formalise the informal 

sector had been compounded by a huge cash economy with no audit trail for tax purposes. 

The Government would work with local authorities to develop practical mechanisms of 
bringing the informal sector into the tax net.  

 
iv) Property Taxes  

Opportunities to raise revenue had been identified from titled land. The Ministry of Finance 
in 2017 estimated that only about 200,000 parcels of land were on title in Zambia. To take 
advantage of the revenue opportunities from titled land, the Government intended to 

introduce property taxes. To ensure that coverage of this tax was broadened, the 
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Government in 2017 commissioned a pilot Land Titling Programme in Lusaka Province 
and this was expected to be extended to the rest of the country in the medium-term. The 

Government would also pass the necessary legislation to ensure compliance to property 
taxes.  

 
v) Stemming Illicit Financial Outflows  

Your Committee was informed that Zambia was among the countries in Africa that had lost 

significant tax revenue through IFFs.  IFFs in Zambia had been increasing, with an annual 
average loss of US$2,597 million being recorded over the period 2003 to 2012.  In this 

period, the country was estimated to have experienced total outflows amounting to 
US$25,969 million with the lowest and highest figures estimated at US$1,003 million in 

2003 and US$4,272 million in 2012.  The IFFs were largely driven by trade misinvoicing, 
through the deliberate misreporting of the value of commercial transactions on invoices 

submitted to ZRA, as well as unaccounted for balance of payment movements.   

 
Much of this phenomena could be attributed to an absence of policy directed at curbing 

illicit flows and capacity limitations of ZRA in detecting tax evasion and avoidance. Tax 
avoidance in terms of transfer pricing and trade mispricing, allowed profits of entities to 

accumulate in low tax domains through offshore financial centres and tax secrecy 
jurisdictions, while losses accumulated in high tax domains like Zambia. Tax evasion and 
other IFFs severely undermined the revenue mobilisation efforts of most countries such as 

Zambia. Besides, Zambia was yet to achieve a remarkable record of good governance that 
would support the development process.  A lot of resources remained severely hampered by 

corruption and other loopholes.  
 

Stakeholders submitted that IFFs drained domestic resources by eroding the revenue base, 
made the tax system less fair and reduced public confidence in the system. They facilitated 
corruption and undermined good governance. Further, they served to direct capital away 

from productive activity and reduced the much needed revenue. IFFs led to rent seeking 
behaviour in resource distribution rather than productivity maximisation.  Your Committee 

learnt that one of the strategies to curb IFFs in Zambia was the establishment of the 
Financial Intelligence Centre (FIC) in 2010 to provide intelligence information on tax 

evasion, fraud and other predicate offences.  
 
Your Committee was, however, informed that it was unfortunate that SI No.55 of 2013 

whose aim was to monitor balance of payments (BoP) in a transparent and accountable 
manner; and was a significant step to create high transparency standards in Zambia’s 

financial system, had since been revoked.  

 

b) Improving Tax Administration 
Your Committee was informed that in order to improve stagnated tax to GDP ratios and 
ameliorate the embedded weaknesses in tax administration, the Government had been 

implementing strategies meant to redress low tax collections, in particular those discussed 
below. 
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i)  Tax Administration Modernisation  

Your Committee learnt that the diagnostic study conducted by the International Monetary 

Fund (IMF) in 2006 led to reforms aimed at the modernisation of tax administration in 
ZRA. The study recommended modernisation reforms premised on three pillars, that is, the 

integration of fragmented elements of tax administration within a single, functionally 
organised Domestic Taxes Division; the creation of a functionally structured headquarters 
to design and monitor all operational activities; and the reorganisation of field offices on the 

basis of taxpayer segments, with separate functionally-organised offices focused on large, 
medium, and small taxpayers. The reforms saw the merger of the Direct Taxes Division and 

Value Added Taxes (VAT) Division to create a single Domestic Taxes Division. 
 

The modernisation program was aimed at benchmarking best practices in the operation of 
taxes and ensuring that the ZRA moved with time to serve its clients. At the centre of the 

programme were systems and processes. To move away from the manual systems and 

integrate systems both within and across divisions, ZRA rolled out the Tax-Online system 
for domestic taxes and the Automated System for Customs Data (ASYCUDA) World for 

customs services in 2013. Both systems were web-based and aimed at enabling tax 
transactions through the internet.  

 
Your Committee learnt that these systems allowed for electronic submissions of documents 
including tax registration, filing of returns and payments to be done online by taxpayers. 

These measures were meant to improve tax administration and therefore, tax revenue by 
reducing errors, processing time and administration costs. They were also meant to 

minimise rent-seeking opportunities due to a decreased level of interaction between revenue 
administration staff and taxpayers; and provide readily accessible historical data to aid 

better decision making. This initiative saw an increase in the returns filed online from 437 in 
November to 3,897 in December, 2013.  The Government endeavoured to ensure that major 
revenue collection processes were automated by the end of 2017 with a view to minimise 

revenue leakages associated with manual processes. 
 
ii) Enhancing of Technical Capacity in Tax administration  

Your Committee was informed that one of the challenges under tax administration had 
been the capacity by ZRA to administer various taxes. To build capacity, a number of 

initiatives had been undertaken including capacity building in the mining and non-mining 
departments of the Large Taxpayer Office undertaken in conjunction with the Norwegian 

Tax Authority. The overall objective under this initiative was to increase total mining tax 
collected relative to GDP, based on current tax rules and rates while maintaining 

investment, job creation and value addition. The aim of the initiative was to build tax audit 

and evasion detection skills.  The four main outcomes of enhancing technical capacity, in 
particular capacity to administer taxes for large taxpayers, included:  

 

 increased mining tax audit scope, coverage and follow-up;  

 increased tax revenue efficiency covering all large taxpayer segments;  

 successful investigations and litigation of large taxpayers, in particular mining tax 

disputes; and  

 improved relationships with the large taxpayers and the mining sector.  



10 
 

iii) Increasing Tax Revenue from the Mining Sector  

Your Committee was informed that maintaining stability in the mining sector taxation 

regime had been a big challenge and had often been reactive to the price of copper in the 
commodity markets. Stakeholders lamented that between 2008 and 2016, the mining tax 

regime had been changed over eight times. The instability in the regime had mainly been 
spurred by a lack of systems to monitor and account for how much copper was produced 
and exported. This lack of oversight adversely affected domestic resource mobilisation 

efforts.  
 

Your Committee learnt that the focus of ZRA since 2012 had been on improving the 
relationship with the mining industry and large companies through educational visits and 

meetings. ZRA had been able to implement the Mineral Value Chain Monitoring Project 
(MVCMP) whose overall objective was to enhance transparency and optimise revenue 

collection in the mining sector. Through the MVCMP, a number of staff had been trained in 

performing forensic tax audits in the mining sector.  
 

In July 2016, the Government announced the latest policy change in the mineral royalty tax 
regime. It was based on a sliding scale that varied between 4% and 6%, depending on the 

copper price. As a result of this change, the first half of 2017 saw mineral royalty collections 
exceed the target by 40%. With the rise in copper prices, corporate income tax from mining 
also increased by 73.4%.  

 
In 2017, the Republican President announced the setting up of a ministerial committee to 

develop reforms aimed at putting the challenges of tax regulation in the mining sector to bed 
once and for all. This was important to create predictability and stability in the sector.  

 
iv)  Strengthening Value Added Tax Administration  

Your Committee was informed that Value Added Tax (VAT) had been at the centre of the 

tax reforms that were embarked on during the early 1990s.  Since its introduction, VAT had 
been considered one of the key drivers in tax revenue generation in Zambia. However, over 

time, VAT had been fraught with a number of challenges, among them the administration 
of VAT refunds. To reduce VAT refunds that would result in negative revenue, Rule 18 of 
the VAT General Rules of 1997 was amended with effect from September 2014 to safeguard 

Government revenue. 
 

Stakeholders submitted that the Government introduced a number of measures for VAT. 
The adjustments made in the 2017 budget included the requirements for VAT registered 

suppliers to use electronic fiscal devices to enable real time monitoring of business 

transactions. In addition, certain companies and Government agencies were appointed to 
serve as VAT withholding agents at source so as to minimise the disparities between output 

and input VAT. These new methods led to the collection of K1.9 billion domestic VAT in 
the first half of 2017 against a target of K376.5 million, thus exceeding the target by 397%. 

 
However, the administration of VAT still continued to face challenges. The Zambian tax 

system used a self-assessment model and only a few taxpayers were registered for VAT. 
Those that were registered were the only ones targeted for tax audits and this made the 
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official base very narrow. This was in spite of the fact that so many other firms transacted in 
products and services that attracted VAT and were above the VAT registration threshold, 

but had escaped registration. Further, other firms added value to products but either did not 
charge VAT and pass this as discounts to consumers, or they charged VAT but carried out 

their transactions off-record and therefore, did not remit the VAT collected. In both these 
cases, suppliers and firms did not maintain cash registers or issue VAT invoices for such 

transactions. The lack of registration by this group made it difficult to find and audit them. 
The incidence to break the VAT chain could be quite high particularly by firms at the end of 
the chain such as retailers.  This undermined VAT revenue collection.  

 

c) Improving Taxpayer Compliance  
Compliance referred to the degree to which taxpayers met their obligations under the tax 

law. This was not just an issue of technical compliance, but the building of taxpayer 

behaviour or a taxpayer culture in which compliance to the tax laws was commonly 

perceived as a positive social value.  Your Committee was informed that in order for tax 
compliance to improve, ZRA had to engage more with taxpayers and reduce their 

compliance costs. A number of initiatives had been adopted with the aim of increasing 
compliance both in Domestic Taxes and Customs Services Divisions.  Those included the 
ones set out below.  

 
i) Tax Payer Education and Online Platforms  

Your Committee was informed that taxpayer education initiatives had been an integral part 
for ZRA’s drive to increase taxpayer compliance and therefore, revenue collection. The 
organisation had introduced web based online systems that had enabled taxpayers to 

conduct their tax affairs on an e-business platform with the aim of boosting tax compliance 
in addition to easing service delivery. For those smaller taxpayers that did not have access to 

the internet, ZRA had provided internet centres in nine out of the ten provincial capitals 
from which they could conduct their transactions. The use of electronic payments had 

enhanced the availability of information on transactions that took place in the economy. 
Stakeholders, however, submitted that this platform only captured the large taxpayers with 
access to internet. It excluded usage by the smaller taxpayers that did not have access to the 

internet. Accommodating such taxpayers through mobile telephone solutions would enable 
wider tax coverage and improve compliance.  

 
ii)  Initiatives For Defaulters and New Registrations  

In April, 2017, a tax amnesty was announced on a number of domestic taxes and it lasted 

until September, 2017. The purpose of the amnesty was to dismantle the huge taxpayer 
arrears and help taxpayers start on a clean sheet without the burden of penalties and 

interest. Your Committee learnt that this move had positive ripple effects on the compliance 
of defaulting taxpayers as most were able to start afresh because penalties and interest were 
written off.  

 
Your Committee was informed that in the quest to increase the number of registered 

taxpayers, mandatory Tax Payer Identification Numbers (TPINs) had been introduced for 
all those citizens with bank accounts. This move could also be extended to those registered 

with SIM cards as digital banking was quickly overtaking the space of traditional banking 
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and some gains could be recorded from these. Further, the Government would enhance 
measures to encourage the use of electronic payments in order to limit cash transactions.  

 
iii) Customs Interventions  

Your Committee learnt that a number of interventions had been introduced to improve 
compliance on the customs side, such as the concept of a One Stop Border Post (OSBP).  
This arose out of reforms in the area of trade facilitation so as to reduce the associated costs 

and speed up traffic at the borders. The first OSBP was at Chirundu and was the first 
functioning one in Africa and a model from which the region could draw practical lessons 

for similar future initiatives. Your Committee further learnt that prior to the establishment 
of the OSBP, it used to take up to five days for a commercial truck to be cleared at Chirundu 

border while passenger buses took about two hours. With the opening of the OSBP, it took 
an average of one hour for buses while private vehicles took twenty to thirty minutes 

compared to the previous one hour. Commercial trucks took two days at most.  Plans were 

underway to extend the OSBP to other borders.  
 

Your Committee was informed that other tax enforcement initiatives had been targeted at 
combating tax evasion such as the anti-smuggling enforcement centre in Kapiri Mposhi and 

the use of non-intrusive scanners to inspect both imports and exports so as to ensure that 
accurate declarations were made and therefore, accurate taxes paid. There were eight 
functioning scanners installed at Mwami, Kazungula, Katima Mulilo, Chanida, 

Kasumbalesa, Kapiri-Mposhi and Chirundu OSBP and a fixed rail scanner in Kapiri 
Mposhi. The scanners created and maintained sufficient audit trail information for use by 

ZRA auditors. The installation of these scanners had helped to curb smuggling and the 
movement of contraband items, thus reducing on lost revenue.   

 
Your Committee was further informed that efforts to improve customs processing had been 
enhanced by the creation of regional processing centres in Lusaka, Kabwe, Livingstone, 

Nakonde and Ndola. The processing centres were meant to reduce physical contact between 
clearing agents and customs officials. The centres enabled ZRA to provide a uniform service 

to the public through similar application of the law and procedures regardless of the port of 
entry. This lessened opportunities for corruption which led to increased tax evasion and 

avoidance. It was envisaged that the creation of processing centres would enable ZRA to 
streamline the clearance process and provide the service in an efficient way. 
 

d) Improving Economic Data Capture and Coordination  
Your Committee was informed that ZRA had embarked on an exercise to harmonise its 
sector codes with those of the International Standard Industrial Classification (ISIC) of all 

economic activities used internationally but also by the Central Statistical Office (CSO). 
This was to ensure that definitions and sector characteristics were synchronised. This 

exercise would enable ZRA to provide more credible and complete analysis of the state, 
structure and conduct of firms with regard to taxation in Zambia. With the adoption of the 

ISIC system, business units within ZRA would be better able to make international 
comparisons of tax performance through increased comparability with existing regional 
classifications. Further, the Authority had expanded its structure in the Research and 

Planning Department to include staff that would handle data on domestic tax, customs 
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duties and other taxes to further enhance research and analysis in taxation.  Stakeholders, 
however, submitted that more needed to be done to improve data capture.  

 

8.4.2 Non Tax Revenue  
 

A number of stakeholders submitted that it had been difficult to maximise collection of non-
tax revenue in Zambia. Your Committee was informed that the measures that had been 

adopted by the Government were aimed at improving the performance of non-tax revenue 
mainly by way of reducing fiduciary risks and expanding the scope of non-tax revenue. The 

measures included modernisation of payment systems and enhancing accountability; 
introduction of new non-tax revenue sources; and revision of some fees and fines in order to 
bring them to cost recovery levels.  

 

a) Modernisation of Payment Systems 
Your Committee was informed that the strategic direction of the Economic Stabilisation 

and Growth Programme (ESGP) was to increasingly modernise mechanisms for collection 
of non-tax revenues, so as to eliminate human interface. The Government would strengthen 

the use of ICT systems and the existing revenue collection mechanisms such as point-of-sale 
facilities, dedicated counter services by commercial banks, teller-in-plants and electronic 

banking.  Some of the measures being taken to modernise the payment system included the 
ones elaborated below. 
 
i) Use of Information and Communications Technology for Payment of Fees  

Your Committee learnt that the Government launched the Point of Sale (PoS) and Teller 
Implant Pilot Project in 2013 in partnership with Barclays Bank, with an initial pilot 

involving the Immigration Department and the Road Transport and Safety Agency (RTSA) 
in selected towns. This would eventually be rolled out to other departments and areas. The 

introduction of this initiative complemented revenue collection and enhanced efficiency in 
the transmission of non-tax revenue to the Treasury away from the obscure systems that 

were ideal for fraud. To actualise the benefits from this initiative and promote the use of 
electronic payment devices and make it easier to collect and monitor taxes, the Minister had 
proposed to suspend customs duty on point of sale machines and SIM cards.  

 
ii) Enhancement of the Land Rents System   

Your Committee was informed that as a means to increase non-tax revenues from the land 
sector, the Government in 2013 launched the Zambia Integrated Land Management 
Information System (ZILMIS).  This system was meant to strengthen the administration of 

land and to regularise land ownership through surveying and titling of land. The ultimate 

goal of this measure was to increase revenue collection and additionally improve certainty 

of land locations and ownership, enhance security of tenure for both customary and state 
land and improve transparency in land transaction procedures.  

 
In addition, the Government planned to revise land consideration fees in 2017 and hence 
augment revenue.  The Government would also make improvements to valuation rolls of 

property in conjunction with the councils with a view to improve revenue collections from 
land rates. Your Committee was further informed that the Government also planned to 
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reform the Rating Act Chapter 192 of the Laws of Zambia to facilitate the move from absolute to 

mass valuation of property.  

 

b) Introduction of New Non-tax Revenue Sources  

 
i) Implementation of Toll Gates on Roads with High Traffic Volumes  

Your Committee was informed that fees collected from toll gates were one of the most 
sustainable sources of mobilising resources to finance road infrastructure. To this effect, the 

Government had embarked on tolling of selected major roads whose proceeds would be 
channelled to the rehabilitation and maintenance of roads countrywide.  

 
Statutory Instrument No 73 of 2013, promulgated on 7th August, 2013, introduced and 
authorised the Road Development Agency (RDA) to operate toll gates and sites in Zambia. 

The sites included border posts and other ports of entry. The SI listed twenty six toll roads 
and thirty seven toll sites across Zambia. It also specified tolls for foreign-registered vehicles 

transiting through Zambia. This initiative first commenced in 2014 with the tolling of 
commercial traffic using the existing weigh bridge infrastructure.  

 
The toll gate system would be rolled out across the country once the requisite infrastructure 
had been put in place to augment the revenue base and ensure sustainable financing of 

roads. In 2017, the Government accelerated the construction of toll sites across the country 
under the National Road Tolling programme with Shimabala, Katuba and Mumbwa tolls 

commissioned and launched in April 2017, and the Chongwe Toll Plaza becoming 
operational in December, 2017. Other sites were earmarked for construction in 2018 and 

2019.  
 
ii) Revision of Fees and Fines  

Your Committee was informed that some of the fees for services provided by Government 
departments had not been revised for a long time. In order to augment the efforts of 
enhancing domestic revenues, the Government revised various fees and fines upwards in 

2014 to bring them to appropriate cost recovery levels of providing the respective services. 
These fees and fines included those collected by the Ministry of Lands and Natural 

Resources; Ministry of Information and Broadcasting Services; Ministry of Mines and 
Minerals Development, Ministry of Energy; Ministry of Water Development, Sanitation 

and Environmental Protection and Ministry of Home Affairs. In addition, in order to ensure 
that the Government collected the much needed revenue on a cost reflective basis, the 

Minister of Finance had proposed to revise upwards various fees and charges collected by 
various Government institutions that had not been revised in a long time. 

 
iii) Capacity Challenges in Non-Tax Revenue  

Your Committee learnt that augmenting revenue through non-tax revenue had not been 
easy. One of the major challenges had been the lack of banking facilities and point of sale 

instruments in smaller towns and remote areas. In areas where there were no banks nearby, 
collected revenue was kept within institutions for extended periods. According to the 

Auditor General’s Report for 2013, various non-tax revenue collecting institutions were 
found wanting, as the cash collected was not banked. Further, there were many incidences 



15 
 

of delayed banking of revenue. This could generally be attributed to the low levels of 
oversight by the responsible public officials and the problems of weak financial systems and 

procedures.  
 

Stakeholders submitted that challenges in the collection of non-tax revenue were 
exacerbated by the weak enforcement of laws and low levels of accountability as, even in a 

situation where the Auditor General’s Report highlighted constant mismanagement of 
revenues, the culprits were rarely brought to book.  
 

TOUR REPORT  
 
9. In order to consolidate its findings from the oral and written submissions that it 

received from various stakeholders, your Committee undertook tours to various institutions 

charged with the responsibility of mobilising domestic resources on behalf of the 

Government.  The findings of your Committee arising from the tours are highlighted 
hereunder.  

 

ROAD TRANSPORT AND SAFETY AGENCY 
 

9.1 Your Committee visited offices of the Road Transport and Safety Agency (RTSA) in 
Kabwe and Nakonde. Highlighted below are the findings of your Committee.  
 

i) RTSA was the highest non-tax revenue collection agency in the Country. 
ii) RTSA received funding directly from the Ministry of Finance for administrative 

expenses, including salaries and also through the National Road Fund Agency 
(NRFA) for activities under the RTSA’s Annual Work Plan. The funding that came 

directly from the Ministry of Finance was always on time and given in full.  
However, the funding from the NRFA was erratic and was not always received in 
full.  For example, in 2017, RTSA received about 60% of the funding, thereby 

making it difficult for the Agency to plan for operations and to fully implement its 
programmes. The prevailing model of funding had not been effective.  

iii) RTSA was grossly understaffed. Although it had an approved establishment of 
1,500, the institution only had a staff compliment of 605. 

iv) RTSA had a total of thirty three stations countrywide and a fleet of 118 vehicles. In 
2015, the institution rolled out a plan to build ten new stations around the country. 
However due to funding challenges, only construction of two stations in Luanshya 

and Mufulira had commenced in 2017 at a cost of K10 million each.  
v) The Concession Agreement that had been signed between RTSA and Intelligent 

Mobility Solutions (IMS) was intended to help the former improve its services.    
 

The following are your Committee’s findings that are specific to individual RTSA offices 
below. 
 

Road Transport and Safety Agency Kabwe Office 

Your Committee was informed that the Kabwe RTSA office was the only RTSA station 

operating in Central Province.  This was attributed to inadequate funding to RTSA to 
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enable it open more stations in the province.  As a short term solution, mobile services were 
from time to time provided in other districts around the province.  However, because the 

station was understaffed, these operations were not regular. The problem was further 
exacerbated by the erratic imprest to the station.  Your Committee was further informed 

that insufficient imprest and a shortage of staff also affected enforcement activities.  
 

Road Transport and Safety Agency Nakonde Office 

Your Committee was informed that the Nakonde office was one of two RTSA stations in 
Muchinga Province.  The office was housed in a rented building and did not have adequate 

and appropriate office space and furniture. Separate departments had to share offices while 
most of the furniture in the offices belonged to the landlord. 

 
The Nakonde RTSA office received a monthly imprest of K20,000 which was not adequate 

and not guaranteed. This money was used for all the day to day running costs of the station.  
The office was understaffed, meaning that certain officers, such as gate minders, had to 
work twenty four hours a day. Further, the station only had one motor vehicle which was 

assigned to the Station Manager.  However, this vehicle was used for all the operations of 
the station. As a result of the shortage of staff and transport, the station was not able to 

conduct the much needed enforcement operations that were extremely crucial for road 
safety and resource mobilisation in Nakonde and surrounding districts.  

 
Your Committee was informed that in spite of the challenges that the station was facing, 

Nakonde was the highest revenue collection office of RTSA collecting more than US$2.5 
million and K3 million per month.  The station collected over K800 million in 2017.  

 

ZAMBIA REVENUE AUTHORITY 

 
9.2 Your Committee visited the offices of the Zambia Revenue Authority (ZRA) 
Customs Division in Nakonde and Mpulungu. Outlined below are findings of your 

Committee. 
  
Zambia Revenue Authority Nakonde Office 

Your Committee was informed that the Nakonde Customs office is located at the Nakonde-
Tunduma One Stop Border Post (OSBP) and was the major border crossing between 

Zambia and Tanzania.   The OSBP operations started in February, 2017 following the 
OSBP agreement signed in January, 2017 between the Presidents of Zambia and Tanzania. 

The objective of the OSBP was to reduce the waiting time of goods, vehicles and people at 
the border with the attendant benefits of reduced costs of doing business and reduced costs 

of travelling.  

 
Border infrastructure to support the OSBP had been completed on the Zambian side while 

construction was still underway on the Tanzanian side and was expected to be completed in 
June, 2018.  

 
Your Committee learnt that the Nakonde-Tunduma OSBP housed eight border agencies 
including the Department of Immigration, Zambia Bureau of Standards, Ministry of 
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Agriculture and Zambia Medicines Regulatory Authority. It operated twenty four hours all 
year round, for both commercial and passenger traffic. Outstanding matters to fully and 

effectively operationalise the OSBP are highlighted in the table below. 
 

 ISSUE ACTION REQUIRED STATUS 
1. Lack of sufficient 

holding bay for trucks 

and small vehicles on the 

Zambian side 

Identification of suitable 
land  

Nakonde District Council and 

the Office of the District 
Commissioner had been 
engaged 

2. Lack of a buffer zone Identification and 
subsequent relocation of 
people by both 
Governments from land 
that had been identified for 

the creation of the buffer 
zone 

The Tanzanian side had 
already undertaken this 

exercise while the office of the 
Surveyor General was 

spearheading the activity in 
Zambia 

3. Lack of interface of the 

Customs Operating 

Systems for the two 

Customs administrations 

The interface to be 
expedited to facilitate real-
time exchange of 
information to mitigate 
incidences of fraud at the 
border 

A committee of ICT and 
Customs experts had been 

constituted to spearhead the 
activity and end-user 

requirements had since been 
identified and signed off by the 
two administrations 

4.  Incomplete construction 

of access road on 

Tanzanian side 

Completion of access roads 
to facilitate ideal flow of 
traffic in order to lessen 
congestion at Nakonde–
Tunduma OSBP 

Access roads and office 
infrastructure earmarked for 

completion end of February, 
2018 

 
Your Committee was informed that the revenue target for Nakonde in the first quarter of 

2018 was K435 million. However, the station had collected in excess of K581 million as 
shown in the table below.  

 

Month/2018 Actual (K) 

million 

Target (K) 

million 

Variance (K) 

million 

 % 

Variance  

January 178.496 141.439 37.057 26.20% 

February 189.10 132.34 56.75 42.89% 

March 213.87 161.51 52.37 32.43% 

Totals 581.466 435.289 146.177 33.58% 

 
The table below shows revenue collections for the first quarter of 2017 

1st Quarter 

2017 

Actual 

Collections (K) 

million 

Target (K) 

million 

Variance (K) 

million 

% Variance 

Total 383.82 420.34 -36.52 -8.69% 
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Your Committee was further informed that the station received a monthly imprest K131, 
000 which was adequate and was always received on time.  However, ZRA was facing a 

number of challenges, including the ones outlined below.   
 

i) Lack of a holding bay at the border – ZRA was renting a yard, located quite a 
distance from the border. This slowed down the assessment of goods as officers 

wasted time moving between the yard and the border.  There was no full time 
presence of staff at the rented yard and this raised a risk of goods being diverted 
between the border and the yard.  Your Committee learnt that land for the creation 

of a holding bay and other facilities had been found and a valuation report of the 
twelve properties which were on the land had been prepared by the Government 

Valuation Department. 
 

ii) Inadequate office space – Different departments had to share offices. This problem 
extended to the other agencies that were located at the border. 

 

iii) System outages occurred frequently and affected processing efficiency. 
 

iv) Smuggling was rampant at Nakonde OSBP due to the porous border. This was a 
major challenge that had compromised effective border control and revenue 

collection at the station. The problem was further exacerbated through transit fraud, 
misclassification, undervaluation and outright non-declaration of goods.  

 

v) Lack of a state warehouse. 
 

vi) Multiplicity of border agencies - There was no integrated border management and 
there was an urgent need to implement a single window concept to reduce the 

clearing time for each client. In addition, each agency operated a standalone ICT and 
there was also an urgent need to have interface of the various ICT systems.  

 

vii) Long and porous border line. 
 

viii) Low staffing levels were a major challenge and this affected processing efficiency as 
the few available officers had to do both office work and conduct inspection and 

patrols. 
 

Zambia Revenue Authority Mpulungu Office 

Your Committee was informed that the revenue target for Mpulungu Customs was K2.28 

million and the station had already collected K1.1 million in the first quarter of 2018.  Your 

Committee was further informed that the Mpulungu office was charged with the 
responsibility of overseeing the operations of Zombe border office in Mbala.  The two 

offices received a monthly imprest of K12, 000 which was adequate, timely and used mainly 
for enforcement activities.   
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DEPARTMENT OF IMMIGRATION 
 

9.3 Your Committee visited the offices of the Department of Immigration in Nakonde, 
Mpulungu and Mbala. The findings of your Committee that were common to all three 
stations are outlined below. 

 
i) The main sources of revenue were visa fees, permits and border passes.  The 

Department also collected admission of guilt fines from erring foreign nationals who 
were detained by immigration officers. However, these fines were not recorded as 

one of the sources of revenue for the Department. 
ii) The stations received inadequate and erratic imprest for operations. 
iii) The stations did not have essential working tools such as transport and appropriate 

office accommodation and furniture. 

 

Department of Immigration Nakonde Office 

Below are the revenue collection figures for the Nakonde office from 2015 to 2017. 

 

Year 2015 2016 2017 

US$ 316,690 104,280 265,930` 

Kwacha 311,768 70,666 166,481 

 
Your Committee was informed that the immigration office operated 24 hours a day and had 

twenty three members of staff manning both sides of the Zambia-Tanzania border. The 
station received a monthly imprest of K1, 000 and also sometimes received an operational 

fund of K2, 000. The two funding streams were erratic and inadequate.  The station only 
had one old motor vehicle which was used for both administrative work and operations.  

 
Department of Immigration Mpulungu Office 

Your Committee was informed that the station collected about U$2,500 from visa fees and 
about K200 from border passes per month.  The station received a monthly imprest of 
K2,000 a month which was not adequate.  One of the major challenges faced by the station 

was the lack of a boat to patrol the Lake Tanganyika.  As a result, a number of foreign 
nationals from neighbouring countries were able to enter Zambia unnoticed using banana 

boats.  
 

Department of Immigration Mbala Office 

Your Committee was informed that the Mbala office carried out both internal and border 

control operations.  Revenue was collected mainly from border passes. The station collected 

about K200 per month, although in the first quarter of 2018, the station had collected in 
excess of US$9,000 because border passes had run out at Zombe border office. 

 
The major challenge faced by both the Mbala and Zombe stations was the lack of transport. 

This was not ideal because money that was collected from Zombe could not be banked on a 
daily basis as prescribed by the Financial Regulations. This problem was exacerbated by the 
poor state of the road from Mbala to Zombe. The state of the road was also a major 
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hindrance to revenue collection.  The station received a monthly imprest of between K500 
to K1,000 although this finding was irregular.  It had three staff as opposed to the required 

eight, while the border had two staff as opposed to the required four.   

 

KAPIRI MPOSHI WEIGHBRIDGE 
 
9.4 Your Committee interacted with officials from the Road Development Agency 
(RDA) and the National Road Fund Agency (NRFA) and was informed that Kapiri Mposhi 

Weighbridge was the largest weighbridge station in the country.  It processed between 
18,000 and 25, 000 vehicles per month.   

 
With regard to the RDA, your Committee was informed that there were not enough 

weighbridges in Zambia to handle the traffic volume. The RDA introduced the axle load 

control programme in 2006 to control the weight of vehicles on the road so as to increase 
their lifespan. When the programme started, a 35% overload was recorded.  Consequently, 

in 2017, a 2.7% overload was recorded. In spite of this reduction, there was need for carry 
out certain works in order to improve the axle load control at the station. 

The Kapiri Mposhi Weighbridge had a staff compliment of twenty-one against an approved 
establishment of twenty-nine.  In the first quarter of 2018, the weighbridge collected US$ 

42,058 and K2.8 million from axle load management; and K5.3 million from fines.   
 
With regard to the NRFA, your Committee was informed that the Kapiri Mposhi 

Weighbridge was not initially designed to be a toll station.  However, the station was 
modified due to the shortage of tolling facilities in the country.   

 

MPULUNGU HARBOUR CORPORATION LIMITED 
 
9.5 The Mpulungu Harbour Corporation Limited managed the Mpulungu Port on Lake 

Tanganyika. The port served cargo traffic destined for Burundi, Tanzania and Congo DR 
and was the principal gateway for exports such as sugar and cement from Zambia and the 

southern corridor to the Great Lakes region.  However, the port was largely underutilised 
because of the underdeveloped state of infrastructure.  Your Committee was informed that a 
feasibility study on developing Mpulungu Port had been financed by the African 

Development Bank and once this was completed it would pave way for the construction of a 
modern port.  

 
Mpulungu Harbour Corporation had an annual income of US$2 million.  The Corporation 

had a staff compliment of ninety six and used between 1.3 – 1.7US$ million of its revenue 

for operational costs per year.  
 

Committee’s Observations and Recommendations 
 
10. After having carefully reviewed the submissions from various stakeholders and 
undertaken local tours, your Committee makes the observations and recommendations 

listed hereunder.  
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i) Your Committee welcomes the Government’s commitment towards 
implementing tax reforms that will enhance DRM and observes that there is 

an urgent need to prioritise tax reforms given the problems and issues of the 
Zambian tax system. The reforms should be tailored according to the specific 

needs and the unique context of the country. 

 
Your Committee recommends that the Government should carry out holistic 

tax reforms.  Strengthening the tax system should be done in a holistic 
fashion, including reviewing existing tax related legislation; and inculcating a 

positive tax-paying culture in citizens.  Tax reforms will also require ramping 
up of enforcement mechanisms.   

 
ii) Your Committee observes that although domestic resources have in the recent 

past been accounting for over 70% of the national budget, more can be done 
to improve this. 

 
Your Committee recommends that the Government should come up with 
more measures to improve tax administration. Capacity needs to be built in 

the ZRA so that tax collection is improved.  This should be coupled with 
measures to address corruption. 

 
iii) Your Committee notes the initiatives and strategies that have been put in 

place to broaden the tax base. It is, however, of the view that more robust 

measures can be implemented.  In making this observation, your Committee 
wishes to point out that with the right strategies and commitment from those 
charged with the responsibility, Zambia has the potential to improve its 

revenue collection. 
 

Your Committee, therefore, recommends that the Government should 
institute robust measures to broaden the tax base. In particular, more of the 

informal sector should be brought into the tax net through efforts such as 
collaboration between the ZRA and the local authorities in revenue 
collection.   

iv) Your Committee acknowledges that the use of innovations such as online 
systems and e-business platforms can reduce revenue collection inefficiencies. 

 
Your Committee recommends that revenue collection institutions should 
ensure that their ICTs are up to date and that the use of modern revenue 

collection platforms is publicised and encouraged.  Your Committee further 
recommends that the use of mobile telephone applications be stepped up.  

 
v) Your Committee observes that the tax-paying culture in Zambia is generally 

poor. It further observes that the actions and programmes undertaken by ZRA 

have not been rigorous enough to improve the attitude of the Zambian public 
towards paying taxes.   
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Your Committee recommends that more intensive tax payer education 
programmes directed at the change in attitude and perceptions of tax by 

taxpayers should be implemented.  This should be coupled with enhanced 
initiatives to tackle tax planning and enhance compliance.  

 
vi) Your Committee observes that illicit financial flows severely undermine the 

country’s revenue mobilisation efforts.  

 
Your Committee recommends that the Government should identify and 

enforce mechanisms for curbing illicit financial flows. This should involve 
identifying and collaborating with relevant key stakeholders such as the 
Financial Intelligence Centre and also developing of appropriate laws and 

regulations to stem illicit financial flows. 

 

vii) Your Committee observes that one of Zambia’s biggest challenges is debt.  It 
is concerned that not enough is being done to rein in the country’s mounting 

debt.Your Committee further observes that there continues to be excessive 
Government spending. Other than the announcement of the formation of a 
Medium Term Debt Management Strategy, progress towards dismantling the 

debt is not immediately evident to your Committee.  One of the 
Government’s key macro-economic objectives for 2018 is limiting the fiscal 

deficit on a cash basis to 6.1%. The objective to reduce the fiscal deficit on a 
cash basis only, as opposed to an accrual basis is of concern to your 

Committee.  
 

In light of the on-going ambitious infrastructure plans, the need to implement 

public sector reforms and the requirement to fund the debt repayments, your 
Committee strongly recommends that the Government’s major objectives for 

the 2018 budget should be fiscal consolidation and dismantling the stock of 
arrears. 

 
viii) Your Committee observes that there is poor fiscal discipline among MPSAs. 

It further observes that there is a lot of leakage of revenue from bodies that are 

mandated to collect various fees, fines and charges on behalf of the 
Government.  

 
Your Committee recommends that the Government should ensure the full 

roll-out of the Integrated Financial Management Information System (IFMIS) 

so that no MPSAs can spend beyond their approved budgets. Further, the 
Government should ensure that major revenue collection processes are fully 

automated to minimise revenue leakages associated with the current manual 
processes. This measure needs to be supported by strong ICT infrastructure so 

as to minimise disruptions and ensure efficiency. This will also curb 
corruption and accumulation of arrears. 
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ix) Your Committee notes with concern the Government’s intentions to access 
increased funding from the domestic market.   

 
Your Committee, therefore, calls for caution in order to ensure that increased 

domestic borrowing does not crowd-out the private sector in access to credit.  
This will help the Government to avoid jeopardising its economic growth 

ambitions.  
 
x) Your Committee observes that although the Government stated that it is 

prioritising the implementation of Public Finance Management Reforms 
through enacting planning and budgeting legislation; reviewing the Public 

Finance Act No. 15 of 2004; and repealing and replacing the Loans and 

Guarantees (Authorisation) Act Chapter 366 of the Laws of Zambia, only the Public 

Financial Management Bill No. 17 of 2017 has been presented as pronounced 
in the 2018 National Budget Address.  Your Committee wishes to emphasise 

that it is seriously concerned about this matter. 
 

Your Committee reiterates its earlier recommendations that, as a matter of 

urgency, the Planning and Budgeting Bill and amendments to the Loans and 

Guarantees (Authorisation) Act should be tabled for enactment in Parliament. 

 

xi) Your Committee observes that the institutions that are charged with the 
responsibility of mobilising domestic revenue in the country are facing a 

number of challenges which include inadequate and untimely funding for 
day to day operations; poor and inadequate office infrastructure; and 

inadequate or no motor vehicles. These challenges are adversely affecting the 
ability of these institutions to discharge their duties more efficiently and 
effectively.   

 
Your Committee, therefore, recommends that the Government should ensure 

that these challenges are addressed as a matter of urgency.  Your Committee 
further urges the Government to ensure that institutions charged with the 

responsibility of collecting revenue are adequately funded by allowing them to 
retain an agreed proportion of their collections for operations. 

xii) Your Committee recommends that RTSA stations all over the country should 

be provided with adequate office accommodation, furniture and motor 
vehicles and further recommends that funding for operational costs should be 

reviewed upwards and disbursement of such funding should be timely.  

 

xiii) Your Committee recommends that the Department of Immigration Offices 
across the country should be provided with adequate office accommodation, 
furniture and motor vehicles.  Additionally, funding for operational costs 

should be reviewed upwards and disbursement of such funding should be 
timely.  
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xiv) Your Committee observes that ZRA is facing various challenges including 
rampant smuggling, lack of a holding bay at the border, inadequate office 

space, system outages, lack of a state warehouse and low staffing levels.  
 

In this regard, your Committee recommends that urgent steps should be taken 
to ensure that the problems faced by the ZRA at the OSPB at Nakonde are 

immediately acted upon.  Your Committee urges the Government to ensure 
that the issues surrounding the land for the further development of the border 
post are urgently concluded.  

 
xv) Your Committee is concerned that the Mpulungu Harbour Corporation is not 

contributing as much as it should be to the national Treasury. While your 
Committee appreciates that a lot of work needs to be done to upgrade the 

harbour, it is of the view that even in its current state, the port can mobilise 
more resources for the country. Your Committee finds it unacceptable that 
the Harbour management finds it justifiable to spend over 70% of its resources 

on operating costs at the expense of domestic resource mobilisation and 
ultimately national development. 

 
Your Committee, therefore, recommends that the Harbour management 

should set its priorities straight and urgently come up with measures to 
streamline its expenditure so that more resources are diverted towards capital 
projects. 

 
xvi) Your Committee observes that the deplorable state of the Mbala-Zombe Road 

is a major hindrance to revenue collection and recommends that the Mbala- 
Zombe Road should be rehabilitated so as to enhance collection of domestic 

resources from Zombe Border.  
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PART II 

 

THE NATIONAL BUDGET AND GROWING INEQUALITY IN ZAMBIA 

 

Background 

 
11. Zambia successfully raised its average annual GDP growth rate since the early 2000s. 
Between 2004 and 2014 it averaged 7.4% per year. This success was driven by an 

improvement in macroeconomic indicators, debt relief heavy investment in the social 
sectors and a large increase in mining and agricultural production since 2004.  However, 
despite the impressive GDP growth and the subsequent increase in per capita economic 

growth, Zambia’s national poverty and inequality had remained stubbornly high. 
Impressive economic growth between 2004 and 2014 brought benefits to urban areas, but 

poverty in rural areas remained widespread, as the urban poverty incidence was less than 
half of that of rural areas. Zambia’s Gini coefficient, a measure of income inequality, 

increased from 0.60 in 2006, to 0.65 in 2010 and to 0.69 in 2015, much higher than the 
African average of approximately 0.43. This placed Zambia in the category of the most 
unequal countries in the world and reflected the country’s inability to distribute its economic 

growth fairly across the population. 
 

Your Committee was aware that the national budget is one of the most important tools for 
resource allocation and distribution and economic management generally. Regrettably, 

despite Parliament approving the national budget and the Executive implementing it 
annually, inequality continued to grow. Arising from this, your Committee resolved to 
interrogate in detail factors leading to the growing inequality in Zambia. The objectives of 

the study were to:  
 

i)       ascertain factors leading to the growing inequality in Zambia; and 
ii) recommend the way forward.  

 

Summary of Submissions from Stakeholders 

 
12. Listed below are the stakeholders who made submissions on the topic under 
consideration. 

 
i)      Zambia Revenue Authority  

ii) Ministry of Commerce Trade and industry  
iii) Ministry of Finance 
iv) World Bank Group 

v) Zambia Development Agency  
vi) Economics Association of Zambia  

vii) Zambia Association of Chambers of Commerce and Industry  
viii) Bank of Zambia 

ix) The Zambia Institute of Chartered Accountants  
x) Policy Monitoring and Research Centre  

xi) Zambia Institute for Policy Analysis and Research  
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xii) Bankers’ Association of Zambia  
 

The submissions from the above listed stakeholders are summarised below. 

 

12.1 Outlining the Poverty and Inequality Challenge  
 
Your Committee was informed that despite the impressive GDP growth and the increase in 
per capita economic growth between 2004 and 2014, Zambia’s national poverty and 

inequality had remained stubbornly high.  
 

Your Committee was further informed that Zambia was experiencing large demographic 
shift and was one of the youngest countries globally by median age. The population was 

growing rapidly, resulting in the population almost doubling every twenty five years. The 

high population growth increased the demand for jobs, health and other social services 
which the economy was not able to provide.  The population growth trend meant that 

Zambia would need to create over 10 million new jobs by 2050, equivalent to about 300,000 
new jobs per year, in order to be able to maintain prevailing labour force participation and 

unemployment rates. 
 

Your Committee learnt that the population growth had been accompanied by rapid 
urbanisation, which in turn had been accompanied by a decrease in urban poverty incidence 
and a marked increase in poverty in rural areas. Stakeholders submitted that from 2000 to 

2014, urban growth in Zambia had been significantly more capital city-focused than the 
average for Sub-Saharan Africa. According to the World Bank, the annual population 

growth of Lusaka was over twice the average for Sub-Saharan Africa at 1%. In contrast, the 
share of secondary towns in Zambia was growing more slowly than in the rest of Africa, by 

only 0.7%, compared with 1.8% elsewhere. The rapid population growth meant that the 
number of Zambians living in poverty increased between 2010 and 2015.   
 

Your Committee was informed that the development model being pursued had also 
imposed environmental and resource liabilities. Agricultural growth had been based on 

increasing land use rather than improved productivity, leading to rapid deforestation. 
Mining activities had resulted in pollution while Zambia also faced high and growing 

climate change impacts. Copper price volatility continued to challenge macroeconomic and 
fiscal management. Debt levels had also soared to risky levels only twelve years after the 
Highly Indebted Poor Countries (HIPC) and the Multilateral Debt Relief Initiative (MDRI) 

programmes provided US$6.5 billion of debt relief from 2005.  
 

Why Poverty Had Remained So High, Despite Growth in the Gross Domestic Product 

 

Your Committee was informed that GDP growth averaging 7.4% between 2004 and 2014 
meant that the economy more than doubled in size.  This led many to question as to why 
poverty rates remained stubbornly high. The answer was in part linked to the increasing 

inequality. The growth was exclusive, benefiting those well-off already and not inclusive as 
it did not reach the poorest households.  
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Stakeholders submitted that this could be attributed to a number of factors including, among 
others: 

 
i) the growth was largely extractives-based, characterised by a large copper mining 

sector; and 
ii) there was uneven territorial development, illustrated by a large rural-urban divide, 

and very high spatial and sectoral inequalities between Lusaka, the Copperbelt, and 
the rest of the country.  

 

Mining had always played an important role in Zambia’s economy. While there had been 
repeated discussion of diversification to reduce dependency on copper, success in realising 

such a goal had been limited. This was, in part, a consequence of some of the negative 
externalities of the sector and partly because Zambia had been unable to realise the full 

potential benefits from the mining sector. Maximising these benefits would be an important 
step for generating the necessary financing to develop other sectors.  
 

Copper mining provided 70% of exports and contributed 12% to GDP. In addition, 80% of 
Zambia’s recent foreign direct investment (FDI) had been recorded in the mining sector. 

The sector had numerous linkages to other sectors, including services such as transportation 
and food and hospitality. However, despite its importance and size, the mining sector was 

still often described as an enclave industry. Stakeholders informed your Committee that, for 
example, the mining sector did not employ many people. It remained a capital-intensive 

sector, employing only some 90,000 workers directly, representing about 8% of the total 
formal employment in Zambia. Approximately US$2 billion worth of goods and services 
were procured by the sector annually but only 10% per cent of these were locally produced. 

Failure to establish better linkages and increase local content could be considered as forgone 
benefits from mining and stakeholders identified policy failures as a root cause of this 

scenario.  
 

Your Committee was informed that, until recently, the Government received little fiscal 
revenue from mining, reaching 28% total revenue in 2015.  However, despite the increase in 
revenues, concerns about transfer pricing or illicit transfers and lost revenues from the sector 

persisted.  A lack of quality data had been a huge barrier to a better understanding of the 
contribution of the mining sector in Zambia.  Stakeholders submitted that the volatility of 

copper prices had also posed as a serious challenge for fiscal and macroeconomic 
management.  Furthermore, lack of a stabilisation fund or adequate fiscal buffers made 

fiscal management very challenging. Not only did Zambia not build fiscal buffers, the 
Government had amplified the impact of the resource boom by running up sizeable budget 

deficits and borrowing from international debt markets.The Government found it easier to 

borrow and scale-up public expenditure.  Slower economic growth in 2015 as copper prices 
reached the bottom of a cycle led to a deterioration of public expenditure, which led to a 

huge build-up of arrears and a spike in non-performing loans.  
 

Your Committee was informed that dependency on copper exports constrained the growth 
of other sectors. Copper prices had been a major factor driving changes to the real exchange 
rate.  Rising copper prices from 2004 reduced the competitiveness of Zambia’s non-mining 
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exports. This made imported goods cheaper, especially for urban consumers and 
constrained exports and job creation in agriculture and manufacturing.    

 
Your Committee was further informed that the drivers of Zambia growth had remained 

similar to those at independence in 1964. Growth had been highest along the line of rail 
while other places had remained, to a very great extent, excluded from economic progress. 

The low growth elasticity of poverty stemmed from a slow productivity growth in 
agriculture and the poor quality of jobs people found when they left agriculture.  
 

Stakeholders submitted that regional integration had been slow.  Although Zambia had an 
open economy and shared borders with eight countries which served as an expanded market 

for its traded goods and as routes for international and regional trade, trade with 
neighbouring countries, whether bilateral or in Southern African Development Community 

(SADC) and Common Market for Eastern And Southern Africa (COMESA), had been 
limited.  This was despite the Government pronouncing that the country would be 
transformed into a regional trade hub. Stakeholders further submitted that Zambia’s 

domestic products were often not able to compete with imports.  
 

Your Committee learnt that urban service delivery had not kept up with newcomers in the 
cities.  Fast population growth had placed increasing pressure on the cities’ basic services 

and infrastructure, resulting in an expansion of informal settlements and falling living 
standards in several metros. In addition, rural development had been very slow.  Almost 
half of the Zambian economically active population gained their livelihood from agriculture 

and yet the agriculture sector only contributed 8.2% cent to GDP over the period 2011 to 
2015 and approximately 9.6% of national export earnings. The contribution of agriculture to 

GDP growth had experienced a downward trend since 2005.   

 

12.2 Challenges of Ensuring Inclusive Growth 

 
Your Committee was informed that the challenges of ensuring inclusive growth in Zambia 
resulted from the fact that growth had been concentrated in few sectors of the economy 
which were not labour intensive while labour intensive sectors remained stunted. The lack 

of growth in the agriculture sector which was the largest employer of labour meant that the 
benefits of economic growth tended to leave out the poor who derived their incomes from 

this sector.  
 

On the other hand, the growth sectors such as mining had tended to be a little more capital 
intensive, meaning increases in investment in these sectors could not generate the number of 

jobs required to lift a significant share of people from poverty. 

 
Your Committee was informed that in 2011, the Government embarked on an exercise to 

take stock of the binding constraints to inclusive growth in Zambia. Some of the challenges 
that were identified are discussed below.   
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i) The low quality of human capital which was a result of Zambia’s low quality 
education system. Inclusive growth required a population that was 

employable, but Zambia lacked a strong and good quality training system.  
 

ii) Zambia lacked most of the infrastructure that would promote inclusive 
growth. Key infrastructure such as roads and rail were often limited to 

strategic areas. Social and economic infrastructure was imperative for 
reducing inequalities between rural and urban and with communities.  One of 
the major areas that had aggravated the levels of inequality in rural areas was 

the infrastructure deficit which had limited their competitiveness in economic 
activities. Most rural parts of Zambia had low access to electricity and poor 

road networks which did not allow them to attract the needed investment in 
order for them to contribute to economic growth and job creation.   

 
iii) Zambia’s agricultural policies lacked coherence, consistency and stability. As 

a result, they had not helped the country attain inclusive growth. For many 

years, Zambian agriculture had not been considered as a business and those in 
agriculture rarely saw it as a viable source of income. Agricultural policies 

had for many years focused on growing maize at the expense of 
diversification which robbed the country of the potential it had to grow many 

other crops due to its conducive climate. The sector had also failed to become 
mechanised and farmers had continued to use inferior technology, which 
negatively affected productivity. 

 
iv) Limited financial inclusion had worsened the level of income inequality in the 

country. According to the 7NDP, more than 60% of Zambians did not have a 
bank account while only 5% borrowed successfully from formal financial 

institutions. Those who borrowed were usually large firms and wealthier 
households. Small businesses and poor households continued to face credit 
constraints due to prohibitive bank requirements, thereby exacerbating 

inequalities.  
 

v) There were limited formal high paying jobs resulting in the majority of 
Zambians being employed in the informal sector such as the agricultural 

sector which was characterised by low productivity and low disposable 
income at household level. The few people in formal employment received 

relatively higher incomes than those in the informal sector. In many rural 
societies, there were few job opportunities outside agriculture, often resulting 

in food and income insecurity. Without access to other labour markets, rural 
workers continued to work for extremely low wages in agricultural jobs that 

tended to have seasonal fluctuations and thus little income security.This 
scenario had over the years played a part in continued inequalities in Zambia.  

 

vi) There was limited access to social amenities.  High inequality deprived low 
income households of the ability to afford basic necessities like education, 

health care, food and housing.  
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vii) There was lack of access to markets which was due to poor infrastructure, low 
productivity, limited education, or insufficient information.  This prevented 

access to both labour and capital.  

 
Your Committee was also informed that there was a lot of fiscal indiscipline in MPSAs 

which tended to exceed spending commitments due to poor cash controls. This led to excess 
expenditure as most turned to supplier credit to carry out their functions. This had resulted 

in expenditure arrears that were proving difficult to eradicate.  
 

12.3 Government Strategies to Ensure Inclusive Growth and Reduce Growing 

Inequality 

 
Your Committee was informed that in view of the challenges encountered in the efforts to 
ensure inclusive growth, the Government introduced a number of strategies to address the 

issue and reduce growing inequality.  These strategies included: 
 

i) the Industrialisation and Job Creation Strategy; 
ii) the National Employment and Labour Market Policy; and 
iii) the Seventh National Development Plan 2017-2021. 

 
Your Committee was informed that the 7NDP’s main thrust was a diversified economy for 

achieving inclusive growth and alleviating poverty and inequality.  The Plan was established 
on five Pillars, four of which sought to promote inclusive growth and poverty alleviation as 

outlined below. 
 

i) Economic diversification: under this Pillar, the Government sought to diversify 

the economy to enable more inclusive growth. Some of the strategies under 
this Pillar included enhancement of agriculture value chains; enhancement of 

investments in agriculture; and tourism diversification through infrastructure 
development, among others. 

 
ii) Reduce poverty and vulnerability: Under this Pillar, the Government planned to 

redistribute wealth to ensure that the poor benefited from economic growth. 
Some of the strategies under this Pillar included scaling up social protection 
programmes while improving coordination and administration. This would 

entail scaling up programmes such as the Social Cash Transfer (SCT), the 
Food Security Pack (FSP) and the Farmer Input Support Programs (FISP). 

 

iii) Reduce developmental inequalities:  Zambia had witnessed rising income and also 

rising inequality in recent years. The gini coefficient, a measure of the 
distribution of income stood at 0.69 compared to 0.60 in 2010. This rate was 

comparable to some of Africa’s most unequal countries such as Namibia and 
South Africa. Under this Pillar, a number of strategies had been lined up 
aimed at reducing inequalities, including: promoting integrated rural 

development; promoting urban and peri-urban economies and reducing 
gender inequalities, among others. 
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iv) Enhance human capital development: Human capital determined the extent to 

which citizens could participate in economic activities. A healthy and 

educated citizenry was a foundation for national development and inclusive 
growth. The Government had designed various strategies to ensure that the 

citizenry was employable so as to be able to participate in economic growth. 
The strategies here included: enhancing access to skills training, enhancing 

the role of science and technology and the continuous review of school 
curricula so as to respond to changing technological trends. 

 

Stakeholders submitted that the Government had carried out the measures outlined below.  
 

i) Social welfare schemes- these schemes had proven to be effective in reversing 

inequality in the country.  The Social Cash Transfer Scheme which the 

Government had been implementing since 2003 had been a commendable 
income reallocation mechanism. The Government had increased the 

allocation to social protection by 87% from 2.4% in 2016 to 4.2% of the total 
2017 budget. Pension benefits had also increased from K805 million in 2016 
to K1.7 billion in 2017. The Government further increased both the allocation 

to and coverage of the social cash transfer.  The allocation rose from K302 
million to K552 million in 2017.  This represented an increase in the 

allocation to social cash transfer of 31% with the number of social cash 
transfer beneficiaries increasing to 700,000 from 590,000 in 2017. This would 

be further supported by Government’s full migration to an electronic social 
cash transfer system that would assist in planning, policy formulation, 
achieving efficiency and eliminating duplications within the programme. 

 
ii) Removal of subsidies in the electricity and fuel sector- Subsidies had been the third-

largest component by economic classification and increased from 6.6% in 
2012 to 13.9% in 2015.  The removal of subsidies in the two sectors and 

subsequent scaling up of social cash transfer was aimed at reducing inequality 
because subsidies had been generally regressive and poorly targeted, resulting 
in benefits largely accruing to the wealthier in the Zambia population.   

 

12.4 The Role of the National Budget as a Tool for Inclusive Growth 

 
Your Committee was informed that the national budget played an important role in 
actualising long term development and achieving various goals of the Government, 
including those on inclusive growth. It was through the budget that the Government could 

promote and implement policy interventions that enforced the inclusive economic agenda of 
the country.  Without such interventions, the gap between the rich and the poor would 

continue to widen. The Zambian Government had for a number of years been 
acknowledging that past growth had not been inclusive because it had been concentrated in 

few sectors such as mining. Thus, the Government had shifted its focus in successive 
national budgets so as to promote inclusive growth by allocating resources to new activities 
that had a broader reach.  Outlined below are some of the interventions that the 

Government had implemented through the budget to promote inclusive growth. 
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i) Multi-Facility Economic Zones and Industrial Parks - In various national budgets, 

resources had been allocated to the establishment of Multi-Facility Economic 

Zones (MFEZ) and industrial parks which were intended to create market 
and business linkages across different business activities and create 

employment at each stage of the value chain.  
 

ii) Farm Blocks- Farm blocks were another important initiative that had been 

presented in national budgets. Initially, farm blocks were intended to host one 

major establishment which would be supported by small auxiliary industries 
and create employment in the process.  
 

iii) Infrastructure - Your Committee was informed that in recent years, it had 

become almost impossible to see a national budget which had not allocated 

resources to infrastructure development, especially road infrastructure. In 
2011 the Government introduced the Link Zambia 8000, an initiative to build 

road infrastructure to connect different parts of Zambia. The road projects 
were envisaged to create employment during their construction as well as 
after completion.  They would open up the country and facilitate easy 

movement of people and goods. Stakeholders noted that infrastructure 
development had slowed down in recent years due to limited resources. Other 

than roads, Zambia needed a lot of other infrastructure that could help bring 
about inclusive growth. This included ICT, hospitals and school 

infrastructure, which were cardinal for the development of human capital. 
 
iv) Empowerment funds - The importance of empowerment funds was that they 

were meant to support groups of people or individuals who would like to 
participate in the economy but did not have the means to do so. Resources 

allocated to empowerment activities were expected to spur economic 
activities among individuals who otherwise would not participate in the 

economy and be able to create jobs for others.  
 

Your Committee was further informed that in Zambia, the budget had not been very 
effective in promoting inclusive growth and reducing inequality. This was because despite 
many years of presenting national budgets, the Zambian economy remained concentrated in 

a few sectors and was not broad.  Outlined below are some of the reasons that stakeholders 
presented as having contributed to the lack of effectiveness of the budget in this regard. 

 
i) None or insufficient release of funding to planned programmes - Stakeholders informed your 

Committee that presenting a national budget was one thing, but ensuring that the 
funds were disbursed was another.  Release of funds was a very important aspect if 
national budgets were to achieve inclusive growth and reduce inequality. National 

budgets in Zambia were not always fulfilled or if they were, they rarely disbursed 
funds on time. This led to non-implementation of projects aimed at promoting 

inclusive growth and reducing inequality.  
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ii) Poor physical and financial supervision of budget execution - Even when funds were 

released, there was often poor supervision both in terms of physical activities as well 

as financial prudence. This had often led to lack of delivery of important projects. 
 

iii) Additional expenditure outside that approved by Parliament - Despite there being a 

national budget, it was common for the Government to incur excess budget 

expenditure often without Parliamentary approval. This created room for 
expenditure that may not support inclusive growth and reduction of inequality. 

 
iv) Poor reporting practices - Budget execution often lacked consistent and timely reporting 

which was important for decision making. There was thus no room to make amends, 

if need be, in the process of executing the budget as timely and current information 
on running projects did not exist. This also meant monitoring and evaluation 

frameworks were not strong enough to be able to track progress and provide 
feedback on funded projects. 

 

12.5 Factors leading to Disparities between Rural and Urban Areas 

 
Your Committee was informed that regional disparities between rural and urban had 

remained pervasive for many years with urban areas seemingly developing at a faster rate 
than rural areas. In the health and education sectors for example, rural dwellers covered 

very long distances to reach the nearest health facility compared to their urban counterparts. 
Human resources in both health and education were unequally distributed between rural 
and urban areas with most of staff preferring to work in urban areas where they had access 

to social amenities. This had affected the quality of both health and education services in the 
rural areas. Access to clean water and sanitation services also remained limited in rural 

areas exposing the population to water borne diseases. 
 

Below are some of the factors submitted to your Committee as having contributed to the 
disparities between rural and urban areas. 
 

i) Slow pace of decentralisation - Zambia was highly centralised with most 

functions of the Government situated at the centre.  As a result, all businesses, 

innovations and infrastructure were concentrated where Government 
activities were, including central offices for the private sector and other 

stakeholders.  Development was thus likely to take place faster in urban areas 
than in other areas.  Decentralisation was, therefore, one of the first steps 
towards redistributing development to rural areas. 
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ii) Historical resource allocation patterns - During the colonial era, the 

administration was more interested in developing urban areas and only used 

rural areas as sources of cheap labour. Whatever level of development was 
achieved in the rural areas was to feed into the urban system. Resource 

allocation, therefore, followed this pattern of thinking. Unfortunately, this 
trend was replicated even after independence as rural areas were simply 

sources of cheap agricultural produce.  
 
iii) Land policy- Land administration in Zambia was mainly divided into 

traditional or customary and state land. In some sections of the country, 
traditional leaders did not freely allow land developers, foreign or local. This 

had made it difficult for certain activities and infrastructure to be built in rural 
areas compared to urban areas. There was need, therefore, to provide clearer 

guidance on how land was administered, especially as it related to 
development projects. 

 
iv) Limited access to finance – The availability of finance for many Zambians was 

low, with the rural population being affected more than their urban 

counterparts. The limited finance had led to low productivity in rural areas 
because they had less money to invest into the rural productive sectors.  

 

v) Inadequate infrastructure – most rural parts of Zambia had inadequate 

infrastructure services such as roads, hospitals, schools, markets and water 

and sanitation.  The absence of infrastructure had further contributed to 
poverty and vulnerability in rural areas.    

 

vi) Limited access to services – This was a major constraint for the growth of the 

rural areas of Zambia.  Not only were social services inadequate, but even 

where they were available, financial constraints often limited the extent to 
which rural communities could access them. 

 

12.6 Business Ownership and Participation of Zambians as a Factor of Inequality 

 
Your Committee was informed that if more Zambians owned businesses and participated in 

influential positions in multinational companies, more Zambians could be uplifted and this 
could help to reduce the prevailing inequalities.  

 
i) Ownership of Businesses in Zambia 

Your Committee was informed that although data on business ownership in Zambia was 
not readily available, a quick assessment of business ownership revealed that most large 
firms operating in all sectors in Zambia were foreign owned.  There were a number of 

Zambians participating in various sectors but they tended to operate at a small to medium 
scale. For example, in the supermarket industry which had recorded significant growth over 

the years, there were a number of both local and foreign firms. However, foreign owned 
firms dominated at the large scale level and most of the local players operated at the small 
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scale level. This seemed to be the pattern for firms in most sectors such as mining, financial 
services, manufacturing and agriculture. 

 
ii) Measures to Protect Local Industry and Promote Consumption of Local Products 

Your Committee was informed that the Government, through the Ministry of Commerce, 
Trade and Industry (MCTI) was working on the Local Content Policy which was still in 

draft form. 
 
Your Committee was further informed that it had been difficult for the country to effect 

some protectionist measures due to the commitments to international and regional trade 
protocols. Zambia was party to a number of international and regional trade treaties that 

promoted free and fair trade practices.  In March, 2017, the Government banned the 
importation of some fruits and vegetables to promote production and grow the market for 

local farmers. The banned agricultural produce included tomatoes, onions, carrots, 
mangoes, potatoes, pineapples, lemons and watermelons.  However, the Government 
reversed the ban on the importation of vegetables and fruit in order to be in compliance with 

the COMESA trade protocol. 
 

iii) Level of Local Participation of Zambians in Multinational Companies  

Stakeholders submitted that there was no readily available data relating to the participation 

of Zambians in multinational corporations at management level.  However, the common 
practice by multinationals had been to reserve the key positions for foreigners. Your 

Committee was informed that the Government was implementing a Zambianisation policy 
that limited the period in which an expatriate could occupy certain positions that could be 
occupied by locals. 

 
Your Committee was informed that in terms of supply of goods and services, there were still 

challenges with regard to local participation. For example, local participation in the supply 
of manufactured goods to the mining sector was very low. The local supply chain had 

become increasingly populated by service providers. Whilst some of these provided value 
added services such as electrical and mechanical engineering services, most were pure 
traders who contributed very little in terms of value addition, technological innovation, 

employment and, often, taxation. This scenario prevailed in most of the industries in 
Zambia, including supermarket supply chains, light manufacturing and construction. 

 
iv) Factors that Inhibited Small Businesses from Graduating into Big Businesses 

Your Committee was informed that most Zambians owned MSMEs which had failed to 
graduate into big businesses that could employ more Zambians and thereby help to reduce 

prevailing inequalities.  Many factors had contributed to the stagnation of small scale 
businesses in Zambia. These included: 
 

i) lack of start-up capital;  
ii) lack of working capital;  

iii) lack of investment capital;  
iv) poor customer loan repayment;  

v) high and multiple interest rates;  
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vi) unstable foreign currency;  
vii)  inaccessible government tenders; and  

viii) unfair market competition from foreign owned firms. 
 

 12.7 Access to Finance 

 
Your Committee was informed that one of the major hindrances to achieving equality in 
Zambia was the high cost of borrowing.  Access to finance was an important tool for 

reducing inequality as it was a way for local businesses to acquire machinery and invest in 
technological knowhow for the manufacture of sufficient volumes of timely, consistent, 

innovative, competitive, quality, well-packaged products. 
 

Stakeholders raised concern over the high commercial bank interest rates, despite the Bank 

of Zambia’s intervention.  They submitted that in view of the prevailing inflation rate and 
the reduction in the policy rate and the statutory reserve ratio, interest rates should have 

come down.  In addition, interventions made by the Bank of Zambia should have enabled 
banks to have sufficient credit lending space for the private sector.  However, the response 

from banks had been very slow and the cost of money was still very high.   The effect of the 
high interest rates was that businesses were not able to borrow to expand their operations or 

finance working capital needs and create jobs. Households and consumers were also unable 
to borrow so that they could create demand in the economy for goods and services with 
positive multiplier effects on economic activity and consequently on inequality.  

Stakeholders submitted that the only entity that the banks were lending to was the 
Government, which offered a risk free payment environment.  This contributed to the 

shortage of finance in the economy in general and the crowding out of the private sector and 
consequently led to low economic activity and widespread unemployment. 

 
Your Committee was informed that apart from the high interest rates, banks were charging 
very high fees.The bank charges were discouraging Zambians from opening bank accounts, 

thereby denying banks the requisite funds for onward lending for investment.  
 

Committee’s Observations and Recommendations 

 
13. Your Committee notes that Zambia has high inequality, which leaves a large number 
of the population very vulnerable. This inequality results from the failure of existing policies 

and poor use of resources.  Your Committee acknowledges Pillar numbers two and three of 
the 7NDP which are aimed at reducing poverty and vulnerability; and addressing 

developmental inequalities by integrating policies aimed at targeting poverty and reducing 

inequality.  Following its interactions with various stakeholders, your Committee makes the 

observations and recommendations listed hereunder. 
 
i) Your Committee observes that a large proportion of the Zambian population is 

engaged in the agriculture sector.  It therefore, urges the Government to put 
more concerted efforts into programmes that will raise incomes and 

productivity in the agriculture sector as this will have a positive impact on both 
inequality and poverty by benefiting a large proportion of households.  Your 
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Committee, in this regard also recommends that priority should be given to the 
development of feeder roads infrastructure which is very important in 

developing and supporting agriculture in rural areas and enhancing rural 
connectivity to markets. In addition, the Government should align spending in 

the agriculture sector to support key drivers of growth such as extension 
services, research and development, livestock management and production, 

disease control and irrigation. These measures have the potential to grow the 
agriculture sector and reduce inequalities. 

 

ii) Your Committee notes the huge income disparity that exists between urban 
areas and rural areas and further notes that some of the biggest challenges in 

rural areas are the lack of social amenities and infrastructure. 
 

Your Committee, therefore, recommends that the Government should prioritise 
the increased access to social amenities; including education, health and water 
and sanitation infrastructure in rural areas. 

 
iii) Your Committee observes that social protection measures such as the social 

cash transfer and social security can provide solutions to many problems faced 
by people marginalised by unemployment, illness, disability, illiteracy or 

gender. If properly implemented, these programmes have the potential to uplift 
the lives of the poor and vulnerable in society and help to reduce inequality.  It 
acknowledges the increased allocation to social cash transfer from K552 

million in 2017 to K721 million in 2018. Your Committee further 
acknowledges the Government’s plan to implement an electronic single 

registry of beneficiaries for all social protection programmes.  
 

Your Committee recommends that the Government should ensure that there 
is better targeting in identifying beneficiaries of the social cash transfer and 
other social protection measures if the intended benefits are to be realised. It 

welcomes the electronic single registry of beneficiaries as it will ensure that 
only the deserving beneficiaries access social protection.  

 
Your Committee further recommends that the Government should develop a 

comprehensive national social protection policy with bold policy intentions on 
the expansion of social assistance for the extremely poor. If properly done, this 
has the potential to significantly reduce poverty and inequalities. 

  

iv) Your Committee observes that high unemployment levels and the prevalence of 

informal employment are core obstacles to poverty alleviation in Zambia. Over 
time, formal sector employment has remained almost unchanged as a 

proportion of overall employment. The overwhelming prevalence of informal 
employment impacts negatively on the ability of most Zambians to access 
regular and reasonable wages, better working conditions, gender equality, social 

security and representation.  
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Your Committee recommends that the Government should step up 
implementation of the measures outlined in the Industrialisation and Job 

Creation Strategy so as to increase the number of decent jobs in the country. 
The creation of jobs for its citizens should be one of the top most priorities of 

the Government as it can solve most economic problems.  This is because jobs 
creation leads to more economic activity, more tax collection, poverty 

alleviation and other multiplier effects. 
 
v) Your Committee observes that Zambia has for a long time now been 

attempting to implement the Decentralisation Policy.  Decentralisation holds a 
lot of potential for supporting economic growth at the lowest level and 

consequently reducing inequality.   
 

Your Committee urges the Government to expedite the full implementation of 
the Decentralisation Policy. 

 

vi) Your Committee observes that foreign firms have an upper hand in Zambia in 
terms of business opportunities while local firms struggle to graduate from 

family businesses and MSMEs into companies that can employ more fellow 
Zambians and increase their participation in the economy. 

 
Your Committee recommends that the Government should facilitate the 
growth of local firms through the development of targeted policies and better 

incentives aimed specifically at improving their participation. 
 

vii) Your Committee observes that the national budget is an important tool for 
reducing the growing inequality in Zambia. It observes that there is no robust 

and comprehensive legislation governing the budget process and the contracting 
of debt. Your Committee is aware that the Government has made repeated 
assurances on the floor of the House regarding the presentation of these pieces 

of legislation to Parliament for enactment. 
 

Your Committee recommends that, as a matter of urgency, the Government 
should present the Planning and Budget Bill and the amendments to the Loans 

and Guarantees (Authorisation) Act, Chapter 366 of the Laws of Zambia to 

Parliament.  

 
viii) Your Committee observes that the provision of affordable and adequate finance 

is an important ingredient to reducing the inequality in the country. It is 

concerned, however, that most stakeholders complained about the cost of 
borrowing in Zambia. Your Committee further observes that despite the 

interventions that have been undertaken by the Bank of Zambia, there appears 
to be no corresponding action by commercial banks.   

 
Your Committee urges the Government to find alternative sources of financing 
for its citizens who cannot afford to borrow from commercial banks. The 
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Government should improve the policy and regulatory environment in order to 
strengthen financial institutions such as micro-finance institutions, as well as to 

encourage cooperatives to provide credit for greater competition and cheaper 
finance. The establishment of venture capital funds with contributions from the 

Government and the private sector should also be encouraged with the aim of 
building local capacity.  
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PART III 

 

 CONSIDERATION OF THE ACTION-TAKEN REPORT  

 

14. Consideration of the Action-Taken Report on the Report of the Committee on 

Estimates for the First Session of the Twelfth National Assembly 
 
Arrears Clearance 

14.1 Your previous Committee recommended that although the 2017 Budget had 
measures to reduce the debt stock, there was need for a more robust strategy to clear the 

arrears and reduce the domestic debt. 
 

Executive’s Response 

The Executive responded that the Government owed significant sums of money to suppliers 
of goods and services and to contractors under Government capital projects. The notable 
arrears were in roads, health and education infrastructure, fuel and electricity imports and in 

the agriculture sector under the Farmer Input Support Programme (FISP) and Food Reserve 
Agency (FRA) programmes. Others were unpaid pensions, civil servants leave pay and drug 

procurement. The arrears amounted to approximately K17.35 billion as at end March, 2017.  

 
Specifically the Government would undertake the strategies outlined below. 

 
Fuel arrears:  These would be cleared by obtaining a facility that would amortise over five 

years with a one year grace period. Going forward, no accrual of arrears was expected as 

fuel had been cost reflective since October 2016. It was, therefore, imperative to maintain 
the cost reflective pricing policy. 

 
Road sector arrears:  In the road sector, securitisation of road user charges would be 

conducted while the balance would be refinanced using a five-year facility. Discussions with 
a financier towards this end had commenced.   
 

Electricity importation arrears: The Government would pay down the remaining budgeted for 

amount under the 2017 budget and provide a guarantee to ZESCO to raise financing that 

would be utilised for paying back the balance over time. ZESCO’s payments would be aided 
by increased electricity tariffs and ZESCO’s increased generation due to resumption of 
production at different power stations, owing to better water levels.  

 
Other capital projects arrears: The dismantling would be undertaken over three years through 

budgetary provisions.  
 

Arrears on use of goods and services: The payment of these arrears would be over a period of 

three years up to 2019 through budgetary provisions under each affected Ministry. With 
regard to utilities such as water, electricity and telecommunications, the Government would 

enter into debt and cheque swap agreements as most utility companies also owed taxes. 
 

Pension arrears: This would be done through regular budgetary provisions.  
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Value Added Tax (VAT) refunds to exporters: These would be paid upon provision of verified 

documentation by affected tax payers in conformity with the applicable law at the time of 

export.  
 

Farmer Input Support Programme: The Government would use budgetary provisions to 

dismantle arrears over a period of two years starting in 2017 and ending in 2018.  
 

Food Reserve Agency: The Government would use budgetary provisions to dismantle arrears 

over a period of two years.  

 

Committee’s Observation and Recommendation 
Your Committee requests a progress report on the clearance of arrears. 
 

Improve Debt Management 

14.2 Your previous Committee recommended that the debt strategy be operationalised so 

that borrowing was not conducted in an ad hoc manner, but based on sound debt 

sustainability analysis, taking into account all the risks associated with the type, terms and 

conditions of borrowing and the costs of repayment. Your previous Committee further 
recommended that borrowing decisions needed to be clearly harmonised with spending 

priorities and debt ceilings set through an appropriate piece of legislation. 
 

Executive’s Response 
The Executive responded that it was already in the process of operationalising the Medium 
Term Debt Strategy.  In addition, legislation governing debt management, that is the Loans 

and Guarantees (Authorisation) Act Chapter 366 of the Laws of Zambia was being amended to 

align it to the Constitution of Zambia (Amendment) Act No. 2 of 2016. The major challenge was 

for Parliament to provide enhanced oversight prior to contraction of new debt.  

 

Committee’s Observation and Recommendation 
Your Committee requests a progress report on the operationalisation of the Medium Term 

Debt Strategy and the finalisation of the amendments to the Loans and Guarantees 
(Authorisation) Act and presentation thereof to Parliament for enactment.  

 
Review the Benefits of INDENI 

14.3 Your previous Committee recommended that the Government should review the 

benefits of continuing to operate the INDENI Refinery in Zambia.   

 

Executive’s Response 
The Executive responded that the INDENI Petroleum Refinery was a very strategic 

institution to the country and the Government remained committed to ensuring that it 
continued to function.  To this effect, the Government was still exploring modalities on how 

best to address challenges at INDENI Petroleum Refinery Limited.  
 

Committee’s Observation and Recommendation 
Your Committee requests a more accurate response on whether or not it was beneficial to 
continue operating the INDENI Refinery. 
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Enhance Transparency in National Fuel Procurement 

14.4 Your previous Committee recommended that the national fuel procurement process 

should be more transparent.  
 

Executive’s Response 
The Executive responded that it was undertaking petroleum sub sector reforms which 
among other things, included migration to private sector financing of fuel procurement and 

the review of the Petroleum Act Chapter 435 of the Laws of Zambia.  Once implemented, this 

would result in greater transparency around the procurement process of fuel and increased 

efficiencies in the petroleum sub sector. 
 

Committee’s Observation and Recommendation 
Your Committee requests a progress report on the petroleum subsector reforms and the 
review of the Petroleum Act to make the national fuel procurement process more 
transparent.   

 
Expedite the Process of the Cost of Service Study   

14.5 Your previous Committee recommended that the Government should expedite the 
process of undertaking the Cost of Service Study. The study would allay fears by some 
sections of society that increasing tariffs would make consumers pay for some of the 

inefficiencies of ZESCO Limited. 

 

Executive’s Response 
The Executive explained that the Government, through the Minister of Energy, launched 

the study on electricity cost of service and determination of economic cost reflective tariffs 
on 13th April, 2017. The study was being undertaken by the Economic Consulting 

Associates of the United Kingdom. In June, 2017, the Consultants had completed the 
inception report that was presented to the Technical Committee and would also be 

presented to the Steering Committee in August, 2017. The study would be completed in the 
first quarter of 2018. 

 

Committee’s Observation and Recommendation 
Your Committee requests a progress report on the Cost of Service Study. 
 

Restructure the Farmer Input Support Programme 

14.6 Your previous Committee recommended that the Government should redesign FISP 

to suit the various categories of beneficiaries. Those who would need to be supported by the 
social cash transfer should be migrated to it and for those who needed to be weaned off, 

appropriate programmes should be introduced to facilitate the weaning off. FISP should 

then be reconfigured in such a way that beneficiaries could be provided with sufficient 
inputs to enable them grow and stand on their own. 

 

Executive’s Response 
The Executive responded that it had commenced the redesigning of the FISP programme 

and had reduced the total number of beneficiaries from 1.6 million in 2016 to 1 million in 
2017. The Ministry of Agriculture, in collaboration with Smart Zambia Institute  and with 
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the technical assistance of the European Union  and the Food and Agricultural 
Organisation, was in the process of developing a comprehensive Farmer Register. This 

would form the basis of identifying the different categories of farmers, including the most 
vulnerable subsistence farm families who would be moved in 2018 to benefit from the Food 

Security Pack that was managed by the Ministry of Community Development. 
 

With improved farmer identification, it was anticipated that the aggregate numbers of 
beneficiaries under FISP would be greatly reduced, which would free resources that could 
provide an opportunity to increase the support levels and better targeting of the intended 

FISP beneficiaries, who were the commercially oriented smallholder farmers. The newly 
developed e-voucher solution which would be anchored on Zambia Integrated Agriculture 

Information System, provided a platform that would help the Ministry to graduate 
beneficiary farmers after participating for three years.  

 

Committee’s Observation and Recommendation 
Your Committee requests a progress report on the matter. 

 

Review the Beneficiaries of the Farmer Input Support Programme 

14.7 Your previous Committee recommended that the Government should undertake a 
thorough audit of the beneficiaries to determine their wealth status. This exercise would 
assist Government to determine the nature of support that should be given to various 

categories of farmers; and should establish who the right candidates for FISP were. Those 
who may not be the right candidates for FISP should be targeted for other social protection 

programmes such as the cash transfer programmes and the Food Security Pack, among 
others. Those who would be ready to graduate out of these programmes should be moved to 

suitable programmes meant for emergent farmers.  
 

Executive’s Response 
The Executive responded that the Government, in collaboration with Smart Zambia 
Institute and with the technical assistance of the European Union and the Food and 
Agricultural Organisation, was working on developing an internet-enabled Zambia 

Integrated Agriculture Information System that included a comprehensive Farmer Register 
which was designed to capture various attributes or variables about farmers in the country. 

This database would enable easier classification of the smallholder farm families into 
different categories (e.g. very vulnerable, vulnerable but viable, and the commercially 

viable). The Farmer Register that would ultimately have biometric and geo-referencing 
features would allow the Ministry of Agriculture, other ministries and government 
departments, as well as CSOs and the private sector to properly authenticate and identify 

intended beneficiaries who could be provided with specially targeted support as well as to 
monitor performance and evaluate the impact of the different programmes. 

 

Committee’s Observation and Recommendation 
Your Committee requests a progress report on the matter. 
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Roll-Out of the E-Voucher 

14.8 Your previous Committee recommended that the Government should fully roll-out 

the e-voucher system to all parts of Zambia and closely monitor its implementation 
especially in remote areas.   

 

Executive’s Response 
The Executive responded that Cabinet decided that the e-voucher be rolled-out 100 per cent 
during the 2017/2018 season. The Government had commenced preparations for this roll-

out and was working in close consultation with the private sector (financial institutions, 
telecommunication companies, input suppliers), and in collaboration with Smart Zambia 

Institute and the Food and Agriculture Organisation.  The Government would develop an e-
voucher solution that would use a hybrid of VISA cards and mobile payment solutions. 

 

Committee’s Observation and Recommendation 
Your Committee requests a progress report on the matter. 

 
Clearing the Arrears for Both the Farmer Input Support Programme and Food Reserve Agency 

14.9 Your previous Committee recommended that in the short-term, the Government 

should focus on clearing the arrears attributed to the FISP and FRA because farming 
needed to be treated like a business by the Government and efforts were needed to ensure 

that the FRA paid farmers on time for them to prepare and invest in the next season.  
 

Executive’s Response 
The Executive assured your previous Committee that every effort was being made to clear 
the arrears that FISP and FRA owed to the suppliers of various inputs and requisites. The 

Treasury had so far released a total of K810 million towards the clearing of arrears for the 
FISP. In addition the treasury also released K140 million for the FRA towards clearing of 
the arrears.  

 

Committee’s Observation and Recommendation 
Your Committee requests a progress report on the clearance of arrears. 

 
Expedite the Implementation of Fiscal Decentralisation  

14.10 Your previous Committee recommended that the Government should expedite the 
implementation of decentralisation, and specifically fiscal decentralisation, in line with the 

amended Constitution of the Republic of Zambia.  

 

Executive’s Response 
Your Committee was informed that the Government finalised working on the 

Intergovernmental Fiscal Architecture Framework (IFA) in 2016. Progress on effecting the 
amendments to the Public Finance Act had advanced. Therefore, the Public Finance 

Management Bill, 2017 would soon be tabled on the floor of the House to operationalise the 
fiscal decentralisation as encapsulated in the IFA Framework. 

  

Committee’s Observation and Recommendation 
Your Committee requests a progress report on the implementation of fiscal decentralisation. 
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Amend the Local Authorities Legislation and Financial Regulations 

14.11 In view of the review of the (IFA), your previous Committee recommended that 

there was need to revise the Local Authorities Financial Regulations and to amend the Local 

Government Act, Chapter 281 of the Laws of Zambia. This would culminate in the design and 

formulation of specific borrowing regulations for councils aligned to the amended IFA.  The 
amended IFA should provide guidance on intergovernmental fiscal transfers, enhancement 

of local revenues and borrowing by Councils. 

 

Executive’s Response 
The Executive responded that the IFA was awaiting stakeholder validation. A Local 

Authorities Debt Policy would be developed to guide short-term and long-term borrowing 
which would include ex ante and ex post controls to encourage prudent borrowing, 

improved financial management and reduce fiscal risk. These new policies should be used to 

amend sections 47-51 of the Local Government Act to update Local Government ex ante debt 

policy and sections 88-89 of the Act to update ex post control mechanisms, as appropriate. 
Furthermore, the realignment of the Local Authorities Financial Regulations would be done 
after the enactment of amendments to the Public Finance and Local Government Acts.  

This had been necessitated by the Implementation of decentralisation that required that all 
public funds be spent in line with the Public Finance Management Act, No. 1 of 2018. 

 

Committee’s Observation and Recommendation 
Your Committee resolves to request for a progress report on the amendment of the local 

authorities legislation and Financial Regulations. 
  
Limited Revenue Base  

14.12 Your previous Committee urged the Government to ensure that councils became 
proactive in coming up with progressive strategies for broadening their revenue base. In 

addition, your previous Committee urged the review of the Ratings Act, Chapter 192 of the 

Laws of Zambia to facilitate regular property valuation.  

 

Executive’s Response 
The Executive reported that the strategies outlined below were underway to enhance the 

revenue bases of local authorities. 
 

i) Amendment of the 1997 Rating Act – It was expected that with the 

amendment of the Rating Act, the inherent delays and associated costs in 

formulation of new valuation rolls and streamlining the process of updating 
existing valuation rolls would be addressed. This was envisaged to 

substantially reduce the costs and time of processing the rolls. Arising from 

these changes, local authorities would be able to quickly collect property taxes 
in real-time as developments took place. These resources could be used for 

debt dismantling. In respect of the Rating Act, the Ministry had already 

undertaken the activity and had since submitted the proposed amendments to 

the Ministry of Justice for legal review. 
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ii) The Intergovernmental Fiscal Architecture (IFA) framework had been drafted 
and it clearly spelt out the modalities of sharing revenues between Central 

Government and local governments in a stable and predictable manner.   
 

iii) The Local Authorities Financial Regulations would be revised and aligned to 
the Public Finance Act so that local authorities may be able to raise capital 

through external borrowing or issuing of monetary instruments, for example, 
local government bonds.  

 

iv) Financial Leakages-the Ministries of Local Government and Finance were 
working on developing short term, medium term and long term measures to 

reduce financial leakages. In the short term, the printing of accountable 
documents with more security features would be centralised through 

Government Printers. This would reduce on pilfering arising from liberalised 
printing.  In the medium term, the usage of technology like point of sale 
techniques would be implemented. In the long term, the Government 

envisaged to fully automate the revenue collection system.   
 

Committee’s Observation and Recommendation 
Your Committee resolves to request a progress report on the amendment of the Ratings Act. 

 

15. Consideration of the Action-Taken Report on the Report of the Committee on 

Estimates for the Fifth Session of the Eleventh National Assembly  
 

Performance Based Management  

15.1 Your previous Committee resolved to request for a progress report on the 
performance based management system.  

 

Executive’s Response 
The Executive responded that the Performance Based Management System was introduced 

in the Zambian public service in 1998 with the development of the Performance 
Management System (PMS) which encompassed strategic planning at institutional level, 

annual work planning and target setting at both departmental and individual levels, annual 
staff Performance Appraisal System (APAS) as well as Institutional Performance 
Assessment. After the review of the PMS in 2010, it was discovered that one of the 

weaknesses therein was lack of a legal framework for implementation of the performance 
based management in the Zambian public service. To address this, a draft Strategic and 

Performance Management Bill was prepared and submitted to the Ministry of Justice for 
consideration. The Ministry of Justice advised that a consultant be engaged to further 

review the draft Bill. Unfortunately, requests to the Law Association of Zambia to identify 
appropriate law firms that could assist the Government in this matter had gone unanswered. 
The Government had since proceeded to redraft the Bill which had been circulated to 

relevant stakeholders for comments. Once comments were received and incorporated into 
the draft Bill, the Government would commence the internal approval processes of tabling 

before the House during the life of the sitting Parliament.   
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Committee’s Observations and Recommendations 
Your Committee requests a progress report on the Performance Management Bill. 

    
Performance Based Management  

15.2 Your previous Committee resolved to get a progress report regarding the roll-out of 

the Performance Based Management System throughout the entire public service and the 
need for all statutory boards to enter into performance contracts with their respective 

ministries and the boards with their senior management. 

 

Executive’s Response 
The Executive responded that after the launch of the Performance Based Contract System in 

the public service in 2015 by the Republican President, it was being rolled out across the 
public service. In 2017 the system was rolled out to Directors and Assistant Directors in the 

core public service. The Secretary to the Cabinet had since issued instructions to all 
Ministries and their statutory bodies to ensure that they implemented the performance 

contracting system for all senior management officials in statutory bodies. The system was 
to be launched in the entire city, municipal and district councils in the third quarter of 2017.  
Further, the introduction of the ministerial quarterly reporting to the President by ministries 

and provinces was part of the implementation of the Performance Based Management 
System in the public service.   
 

Committee’s Observations and Recommendations 
Your Committee requests a progress report on the roll out of the Performance Based 
Management System throughout the public service.   

 
Industrialisation and Export Diversification  

15.3 Your previous Committee resolved to get an update regarding the revision of the 
Industrialisation Policy to provide for specific strategic interventions aimed at transforming 

Zambia from an exporter of primary products into net exporter of value added goods 
utilising local primary resources. It further resolved to get an update on the revision of the 

Trade Policy and the formulation of the Export Strategy.  

 

Executive’s Response 
The Executive responded that it had, through the Ministry of Commerce, Trade and 

Industry, completed the process of drafting the National Industrialisation Policy as it had 
committed. However, the draft policy was still undergoing consultations and approval 
processes. The Ministry had also drafted the National Export Strategy and the stakeholders 

had been consulted. A Cabinet Memorandum had been developed and sent to Cabinet for 
consideration and approval. Furthermore, the Ministry had drafted the Trade Policy. 

However, it was still undergoing internal consultations within the Ministry.  
 

Committee’s Observations and Recommendations 
Your Committee requests an update on finalisation of the National Industrialisation Policy, 
National Export Strategy and the Trade Policy. 
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CONCLUSION  
 

16. Your Committee wishes to pay tribute to all the stakeholders who appeared before it 
and tendered both oral and written submissions. Your Committee also wishes to thank you, 
Mr Speaker, for the guidance rendered to it throughout the Session. Your Committee also 

appreciates the services rendered to it by the office of the Clerk of the National Assembly.  
 

Your Committee is hopeful that the observations and recommendations contained in this 
Report will be favourably considered by the Government for implementation by the 

concerned Ministries and Departments in the interest of the development of Zambia.  
 
 

 

 

 
 

 
M Simfukwe, MP          June, 2018 

CHAIRPERSON          LUSAKA 
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