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FOREWORD

Honourable Madam Speaker, the Expanded Planning and Budgeting Committee examined
the Supplementary Estimates of Expenditure No.1 of 2024 and has the honour to present
its Report. The Committee considered the Supplementary Estimates of Expenditure No.1
of 2024 in accordance with Standing Order 173, of the National Assembly of Zambia
Standing Orders, 2024.

In order to consider the Supplementary Estimates of Expenditure, the Committee held
seven meetings during which it examined, in detail, the submissions from wvarious
stakeholders, who also appeared before it to make oral submissions and clarify matters
arising from the written submissions. The list of stakeholders is at Appendix I.

The Report has been segmented into two Parts, Part I presents a summary of submissions
made by stakeholders and highlights their concerns while Part II contains the Committee’s
observations and recommendations.

The Committee is grateful to the stakeholders who tendered both written and oral
submissions. It also wishes to thank you, Madam Speaker, and the Office of the Clerk of
the National Assembly for the assistance and advice rendered throughout the Committee’s
deliberations.

Mr Fred C Chaatila, MP July, 2024
CHAIRPERSON LUSAKA
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1.0 COMPOSITION OF THE COMMITTEE

The Committee consisted of Mr Fred C Chaatila, MP (Chairperson); Ms Brenda Nyirenda,
MP (Vice-Chairperson); Mr Machila Jamba, MP; Mr Koonwa Simunji, MP; Mr David
Mabumba, MP; Mr Kalalwe Mukosa, MP; Mr Jeffrey Mulebwa, MP; Mr Anthony C
Mumba, MP; Mr Mayungo Simushi, MP; Mr Mwabashike Nkulukusa, MP; Mr Brian
Kambita, MP; Mr Warren C Mwambazi, MP; Mr Remember C Mutale,MP; Mr Kasauta S
Michelo, MP; Eng. Raphael S Mabenga, MP; Dr Christopher K Kalila, MP; Mr Darius
Mulunda, MP; Mr Romeo Kangombe, MP; Brig Gen Morgan Sitwala, (Rtd), MP; Mr
Mubika Mubika, MP; Mr Harry K Kamboni, MP; Mr Mutotwe Kafwaya, MP; Mr Andrew
Lubusha, MP; Mr Newton Samakayi, MP; Mr Kaliye Mandandi, MP; Mr Chinga Miyutu,
MP; Ms Sibeso K Sefulo, MP; and Mr Ronald Chitotela, MP.

20 INTRODUCTION

Dr Situmbeko Musokotwane, Minister of Finance and National Planning, presented the
Supplementary Estimates of Expenditure No. 1 of 2024 to the National Assembly for
approval on 21 June, 2024. The presentation was in accordance with Article 203 (2) of
the Constitution of Zambia (Amendment) Act, No. 2 of 2016.Pursuant to Standing Order
No. 173 of the National Assembly of Zambia Standing Orders, 2024; the Supplementary
Estimates were subsequently referred to the Expanded Planning and Budgeting Committee
for scrutiny.

In December 2023, Parliament enacted the Appropriation Act, No. 29 of 2023 authorising
expenditure not exceeding K177.9 billion, aimed at unlocking Zambia’s economic
potential. However, following the declaration of the drought Zambia had experienced as a
national disaster and an emergency by the Republican President, it became necessary for
the Government to provide humanitarian support, especially to the most vulnerable. In
addition to being a response to the drought, the K41.9 billion Supplementary Estimates was
earmarked for servicing external debt, dismantling fuel arrears and recapitalising selected
State-Owned Enterprises. Notably, the Supplementary Estimates came against the
backdrop of the downward revision of the Gross Domestic Product (GDP) growth rate from
4.7 to 2.3 percent and the energy crisis.

PART I
3.0 SUBMISSIONS BY STAKEHOLDERS
Most stakeholders welcomed the Supplementary Budget Estimates, recognising that it
addressed immediate humanitarian needs caused by the drought while also focusing on

building a resilient economy capable of responding effectively to climate-related shocks.

Below is a summary of the submissions.



3.1  Domestic Economic Outlook

In 2024, GDP growth rate was targeted at 4.8 percent against an outturn of 5.8 percent in
2023. The Committee was informed that domestic growth for 2024 had been significantly
downgraded to 2.3 percent owing to the adverse impact of the drought, notably affecting
key sectors such as agriculture and energy.

In the first half of 2024, inflation was primarily driven by rising food and energy prices
and the continued depreciation of the Kwacha against major currencies. Stakeholders noted
that annual inflation increased from 12.9 percent in the last quarter of 2023 to 13.5 percent
in the first quarter of 2024, mainly due to the stated factors. The trend persisted, with
inflation reaching 14.7 percent in May 2024.1t was anticipated that the lagged impact of
the exchange rate depreciation as well as the adverse impact of the drought on food and
energy prices would keep inflation elevated in 2024.

Additionally, interest rates increased following the tightening of monetary policy in
February and May 2024.

Regarding the exchange rate, the Committee was informed that the exchange rate had
continued to rise due to low foreign exchange supply and persistent high demand. The
reduction in supply was particularly significant in the mining sector. In addition, the current
account deficit narrowed further in the first quarter of 2024 to US$0.1 billion from US$0.2
billion in the fourth quarter of 2023 on account of the increase in net exports.

3.2 Expected Impact of the Supplementary Budget on Macroeconomic
Developments

Stakeholders indicated that the Supplementary Budget was unlikely to negatively impact

macroeconomic developments. On the contrary, it was expected that its successful

implementation would strengthen the macroeconomic framework, thereby supporting and

promoting higher, sustainable, and inclusive growth.

However, the additional contraction of domestic financing of up to K6.0 billion to the K16.3
billion net domestic financing approved for 2024 and the projected disbursements of
US$195.5 million from contraction of additional external financing would widen the fiscal
deficit from the initial target of 4.8 percent of GDP.

3.3 Sources of Revenue of the Supplementary Estimates

The Committee was informed that the Supplementary Estimates of Expenditure No. 1 of
2024 would be financed from donor funding, carry over resources from 2023, additional
revenues, declared savings across Heads of Expenditure, and domestic and external
financing. The composition of the sources of financing was as shown in figure 1 below.



Figure 1: Sources of Funding for the 2024 Supplementary Budget
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The largest proportion, K17.2 billion (41.1 percent), would be realised from savings made
from existing budget allocations to various government institutions and departments. These
savings would come from cost-cutting measures on items such as workshops, local and
international travel and other general government operations. Further, K16.5 billion
representing 39.5 percent would be raised from domestic and external financing. A further
K4.3 billion would be drawn from additional support from cooperating partners while K3.8
billion was additional revenues realised in the year including dividends from Bank of
Zambia as well as money forfeited to the state from asset seizures. As shown in Table
1below, total domestic financing in 2024 stood at K22.3 billion while external financing
amounted to US$907.11 million, although only US$1.35 billion would be disbursed from
external financing.

Table 1: 2024 Financing Requirements

Borrowing Needs Approved Supplementary Total
2024 FY Budget Budget 2024 FY
Net Domestic Financing 16.3 6 22.3
(K, billion)

External Financing 416.33 490.78 907.11
($, million)

Source: Zambia Institute for Policy Analysis

3.4  Key Interventions in the Supplementary Budget
The Committee was informed that the Estimates in the 2024 Supplementary Budget
comprised K8.3 billion (19.8 percent) for drought response initiatives, K29.8 billion (71.1



percent) for debt service and arrears and K3.8 billion (9.1percent) for other administrative
purposes. The key interventions in the Estimates were outlined below.

I.  Head 21: Loans and Investments — K17.9 Billion
Out of the K41.9 billion Supplementary Estimates, K2.7 billion was allocated to the
Recapitalisation and Investments Programme. This included US$30 million to clear
accumulated electricity arrears by ensuring continued electricity imports from
Mozambique. The remaining funds were allocated to Investrust Bank and Mopani Copper
Mines as strategic investments.

Further, the K15.1 billion had been included in the Supplementary Estimates to contain the
accumulation of fuel arrears in an effort to reduce Government’s liabilities.

Il.  Head 29: Ministry of Local Government and Rural Development- K2.0 Billion
The Committee was informed that the Government would introduce a Cash for Work
Programme, to be managed by the Ministry of Local Government and Rural Development,
to provide temporary employment and mitigate the impact of the drought. The programme
would target individuals not benefiting from other social protection initiatives. Therefore,
K2.0 billion had been allocated for this intervention. The Committee was also informed
that the Cash for Work Programme would be implemented through local authorities with
key actions including collaborating with stakeholders such as the Ministry of Community
Development and Social Services to identify beneficiaries and ensure that there was no
double dipping in programmes.

ii.  Head 45: Ministry of Community Development and Social Services — K5.2
Billion

The Committee noted that the supplementary Budget allocated K5.2 billion to the Ministry
of Community Development and Social Services for the Emergency Social Cash Transfer
Programme. This funding would provide a K200 top-up to the existing 1.3 million
beneficiaries. Additionally, it would enable the Government to support around 1.2 million
households under the new Emergency Cash Transfer Programme with a monthly payment
of K400 until June 2025. The Committee was informed that these interventions were vital
for supporting vulnerable populations facing food insecurity.

Iv. Head 52: Ministry of Water Development and Sanitation - K306.6 Million
The Ministry had been allocated K306.6 million for water sector recovery interventions.
The funding would be used for maintaining and rehabilitating dams in eighty-four affected
districts, drilling high-production boreholes, and supplying necessary water treatment
chemicals to some water utility companies. It was further stated that these interventions
were critical for addressing the drought’s impact on the water sector and providing short
to medium-term relief to the vulnerable.



v. Head 68: Ministry of Tourism - K206 Million
The Committee was informed that the Ministry of Tourism was allocated K206 million for
the programmes under it. In particular, the resources would be directed towards various
critical initiatives such as the sinking of boreholes for water supply, installation of solar
systems for energy, creation of drinking pools for animals, conducting wildlife surveys,
providing supplementary feeding for wildlife, resolving human-wildlife conflicts, and
implementing revenue enhancement strategies.

vi. Head 80: Ministry of Education — K561.4 Million

The Ministry of Education was allocated K561.4 million of which K361 million was
designated for up scaling the School Feeding Programme while K169.2 million was
earmarked for the Keeping Girls in School Programme. This School Feeding Programme
benefitted over 2.3 million learners in seventy districts across all the ten provinces. The
Committee was informed that interventions such as the School Feeding Programme and
Keeping Girls in School Programme were essential during the drought period, in
addressing immediate needs; and promoting health and well-being of learners.

vii. Head 86: Ministry of Fisheries and Livestock - K 460 Million
In order to address the impact of the drought on both livestock and wildlife, the Committee
was informed that a provision of K460 million was proposed, with K390 million earmarked
for disease control and livestock development. In justifying the Supplementary Budget
needed by the Ministry, the Ministry submitted that the drought resulted in the worst
agricultural season in over forty years, severely impacting people, livestock and wildlife in
terms of access to food, water and pasture across the country.

viii. Head 99: Constitutional and Statutory Expenditure - Ministry of Finance
and National Planning - K14.6 Billion
The Government had allocated K14.6 billion of the Supplementary Budget to facilitate
external debt servicing. The allocation of additional resources has been necessitated to
accommodate the country’s external debt obligations after the nation reached an agreement
to restructure its Eurobond.

3.5  Anticipated Fiscal Risks
Some stakeholders were cognisant that fiscal risks could affect the economic outlook in the
second half of the year. The key risks anticipated were as set out below.

i. Climate Change Effects
The Committee learnt that the effects of the drought could persist into the later part of the
year, particularly power shortages, resulting in further resource constraints, subsequently
affecting cash flows which would impact the country’s ability to implement planned
programmes and projects.



ii. Exchange Rate Fluctuations
The depreciation of the kwacha against major trading currencies could cause an increase
in external debt service and other expenditure which was pegged in foreign currencies and
could affect budget performance.

iii. Higher Maize Grain Prices
The adverse weather conditions had resulted in reduced maize supply, potentially
escalating prices. In addition to the current 1.3 million metric tonne maize deficit, a
deficit of white maize grain was anticipated in the SADC region for the 2024/2025
season. This would intensify both domestic and regional demand and push domestic
maize grain prices higher.

Iv. Reduced Mining Output
The reduced mining output attributed to delayed opening of Konkola Copper Mines and
Mopani Copper Mines had led to a slump in production of mineral commodities, which
had been re-vitalised. In addition, the low production was also attributed to lower ore
grades, delayed investments and commissioning of expansion projects, and adverse
weather conditions, which might lead to further reduction in mining revenues.

v. Tighter Global Financial Conditions
The Committee learnt that expectations for easing global monetary policy had shifted as
inflation remained above medium to long-term targets in most advanced economies.
Further, geopolitical conflicts could renew inflationary pressures, causing central banks in
advanced economies to maintain high interest rates longer or tighten monetary policy
further. This would negatively impact capital flows and exchange rates in emerging
markets and developing economies, including Zambia.

3.6  Risk Mitigating Measures

The Committee was informed that the Government had designed interventions to mitigate
anticipated risks. As an immediate measure, the Supplementary Estimates had made
considerations for climate sensitive sectors such as water and sanitation, and energy. In
future, greater efforts would be made to ensure that the National Budget was formulated in
a manner that enhanced its adaptability to the adverse effects of climate change.

Additionally, the Government had made efforts to stabilise the exchange rate by fostering
a supportive business environment to boost supply of foreign currency.

Regarding mining output, conclusion in negotiations on Konkola Copper Mines (KCM)
and the Mopani Copper Mines would bolster copper production and other key minerals.



4.0 CONCERNSBY STAKEHOLDERS

Stakeholders noted that the drought had led to massive crop failure and damage,
threatening national food security and impacting over 9.8 million people. While
recognising that the Supplementary Estimates of Expenditure No.1 of 2024 were necessary
to respond to the urgent need introduced by the drought and its corresponding effects on
the economy, they also expressed some concerns highlighted below.

I. Adherence to Legal Provisions
Stakeholders noted that the Ministry of Finance and National Planning did not fully comply
with section 45 (3) of the Planning and Budgeting Act, No.1 of 2020, which requires the
Ministry to provide the implications on the output targets associated with the
Supplementary Estimates of expenditure. Therefore, in the absence of this key information,
it would be difficult to establish the impact of the budget cuts in public institutions,
especially those that had incurred significant reductions in their budgets.

il Non-Revision of other Key Macroeconomic Variables
Stakeholders expressed concern that although the real GDP growth rate was downgraded
from 4.8 percent to 2.3 percent due to diminished economic performance, other key
economic indicators were not revised despite clear evidence of additional domestic and
external borrowing. Specifically, they were concerned that the fiscal deficit had widened
with the proposed additional domestic and external financing in the Estimates.

ii.  Revenue Shortfall but no New Revenue Proposals

With additional domestic and external financing raising the projected central Government
debt stock to US$1.66 billion, some stakeholders contended that the Government had
increased its public debt exposure. While recognising existing strategies to boost domestic
revenue, they suggested exploring additional policy options. These included limiting new
tax incentives to those with proven positive externalities, conducting cost-benefit analyses,
and eliminating ineffective incentives like those on fuel. They also recommended
increasing revenues from the informal sector by implementing easy-to-administer taxes
and enhancing voluntary compliance.

2 Low Budget Releases
Relative to the 2023 Financial Year, stakeholders noted the low releases to most
public institutions. These low releases were attributed to constrained domestic
financing, primarily due to tight money market liquidity conditions and reduced
economic activities caused by the energy crisis, which negatively impacted revenue
collection. They were concerned that the status quo if not addressed could impact
negatively the response to the drought.



V. Achievement of Projected Savings of K17.2 Billion
While the purpose for the Supplementary Estimates was justifiable, some stakeholders
questioned the reality of realising the anticipated savings of K17.2 billion. They noted that
high inflation and exchange rate volatility would be hampering the realisation of these
savings.

PART Il
5.0 COMMITTEE’S OBSERVATIONS AND RECOMMENDATIONS

I. Adhere to Legal Provisions
The Committee notes that the Ministry of Finance and National Planning did not fully
comply with section 45 (3) of the Planning and Budgeting Act, No.1 of 2020, which
requires the Ministry to provide the implications on the output targets associated with the
Supplementary Estimates of expenditure. Therefore, in the absence of this key information,
the Committee could not establish the impact of the budget cuts in public institutions,
especially those that had incurred significant reductions in their budgets.

Notwithstanding the urgent need to provide humanitarian support, the Committee strongly
recommends that, in future, the Ministry should fully adhere to the provisions of the Act,
by meeting the requirements on output adjustments in order for the Legislature to
effectively carry out its oversight mandate.

Ii. Attain a Resilient Economy that is Able to Withstand External Shocks
The Committee observes that external shocks such as pandemics and natural disasters
expose economic vulnerabilities and exacerbate existing weaknesses within the economy,
potentially posing significant challenges to recovery efforts.

In light of this, the Committee strongly recommends that the Government should draw
lessons from the experiences of the pandemic and the impacts of climate change to build
an economy that can sustain growth while enhancing resilience against external shocks.

ii.  Revise Macroeconomic Objectives Impacted by Supplementary
Estimates

Out of all the macroeconomic objectives set in the 2024 National Budget, the Committee
notes that only real GDP growth rate has been revised. However, given the proposed
additional domestic and external financing, it is evident that the fiscal deficit has widened
while the ratio of domestic borrowing to GDP exceeds the set target of 2.5 percent.
The Committee strongly recommends that in future, the Ministry of Finance and National
Planning should revise all the macroeconomic variables impacted by the Supplementary
Budget. This is necessary to accurately assess the economic implications of budget
adjustments.



Iv. Develop Strategies to Mitigate Revenue Shortfall
Noting that the underperformance in Budget releases has been impacted by constrained
liquidity, the Committee questions the projection of realising K17.2 billion from savings
across Heads of Expenditure. Further, reduced business activities as a result of increased
hours of load shedding could potentially lead to reduced revenue collections. The
intervention to improve the energy situation notwithstanding, the Committee recommends
that the Government should develop immediate strategies to mitigate revenue shortfalls.

V. Boost Inflow of Foreign Currency
The Committee notes that initiating external debt servicing after the Eurobond restructuring
agreement, along with settling fuel arrears and importing electricity, will heighten the
demand for foreign currency. The Committee is of the view that without a corresponding
increase in foreign currency supply, this could further destabilise the exchange rate.

The Committee strongly recommends that the Government should support key sectors that
have the potential to bolster inflow of foreign exchange such as the manufacturing, mining
and agriculture sectors.

Vi, Prudent Administering of Social Protection Programmes

While appreciating the interventions to upgrade social protection through Cash for Work,
Keeping Girls’ in School and the Feeding Programme, the Committee observes that
mechanisms for targeting beneficiaries may suffer from abuse if controls are not
strengthened. The Committee recommends that a multi-stakeholder approach should be
adopted to ensure that the Programmes are administered fairly and effectively. In addition,
administrative procedures should be streamlined to timely respond to the drought crisis,
without compromising prudency.

vii.  Consideration for Expenditure Sensitive to Exchange Rate
The Committee observes that significant depreciation of the Kwacha against the United
States Dollar and other convertible currencies has impacted Budget implementation,
especially for expenditures that are sensitive to exchange rate volatility such as overseas
allowances for missions abroad. However, the Supplementary Budget has not fully taken
care of depreciation of the local currency.

The Committee, therefore, recommends that exchange sensitive expenditures must be
reviewed and prioritised so that obligations to diplomatic missions abroad and other critical
services are not severely impacted.

6.0 CONCLUSION

The Supplementary Estimates No.1 of 2024 have introduced key interventions aimed at
supporting livelihoods by addressing the immediate needs of vulnerable populations,
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particularly in response to the drought. The Supplementary Budget has also highlighted
broader commitment to settle obligations by making provisions for servicing debt, settling
fuel arrears as well as advancing resources to ZESCO to clear historic electricity arrears to
facilitate importation of electricity from Mozambique.

It is the expectation of the Committee that the observations and recommendations contained

in its Report will receive favourable consideration from the Government in order to
effectively respond to the effects of the drought and create a resilient economy.

Mr Fred C Chaatila, MP July,2024
CHAIRPERSON LUSAKA
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APPENDIX | — List of Witnesses

Ministry of Finance and National Planning

Ministry of Local Government and Rural Development
Ministry of Education

Ministry of Tourism

Ministry of Water Development and Sanitation

Ministry of Community Development and Social Services
Ministry of Fisheries and Livestock

Bank of Zambia

Zambia Institute for Policy Analysis and Research

Office of the President - Southern Province
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APPENDIX Il — List of National Assembly Officials

Mr Stephen Chiwota, Director — Financial Committees

Mrs Angela Banda, Deputy Director — Financial Committees
Ms Chitalu R Mulenga, Senior Committee Clerk (FC 2)

Mrs Edna K Zgambo, Senior Budget Analyst-Macroeconomics
Mr Timothy C Lumba, Committee Clerk

Mr Elvis Chipuka, Budget Analysts - Expenditure

Mr Wiza Zimba, Budget Analyst- Expenditure

Mrs Racheal M Kanyumbu, Administrative Assistant

Mr Danny Lupiya, Senior Committee Assistant

Mr Muyembi Kantumoya, Committee Assistant
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