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1 Introduction

The purpose of this report is to evaluate the provisions of relevant laws and policies in
Zambia in order to ascertain whether sustainable soil management is being imple-
mented in the country. This is against the background that the Intergovernmental Panel
on Climate Change (IPCC), has recently published a report which re-affirms that ef-
fective land management, among other measures, can contribute to tackling climate
change.! The IPCC is the world’s leading body in assessing the state of scientific
knowledge related to climate change, its impacts, potential future risks, and possible
response options.

Sustainable soil management is important for Zambia and other countries because

it is one definite pathway to achieving some of the Sustainable Development Goals
(SDGs).? The relevant SDGs include: ending all forms of poverty and hunger; achiev-
ing food security through improved nutrition; promoting sustainable agriculture; and
taking urgent action to combat climate change and its impacts.’
This report is divided into main sections which provide insight into government struc-
ture which deal with the way Zambia is set up for governance through three organs,
the Executive, Legislature and Judicature; as well as the main drivers of soil degrada-
tion and the applicable laws and policies to safeguard the soil.

1.1  Geographic and climatic information

The Republic of Zambia is a landlocked country in Southern Africa covering a surface
area of 752,972 km?located roughly between latitudes 8° and 18° south of the equator.*
The country is surrounded by the Democratic Republic of Congo, Tanzania, Malawi,
Mozambique, Zimbabwe, Botswana, Namibia and Angola.

IPCC (2019: 2).

The sustainable development goals (SDGs) are discussed more substantively below.
See https://bit.ly/3cRsOYw, accessed 3 February 2021.

Japan Association for International Collaboration of Agriculture and Forestry (2008).
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Generally, there are three seasons in Zambia, a summer rainy season (November to
April); a cool, dry winter season (May to August); and a hot dry season (September
and October).

Zambia is located in the tropical climatic zone, approximately 900—1,500 metres
above sea level, excluding the basins of the Zambezi, Luangwa and Kafue rivers, and
the areas around Lakes Tanganyika, Mweru and Bangweulu, which are relatively
cool.’ The country’s geographical position and high altitude provides it with sub-trop-
ical vegetation and climatic conditions.

The season with the highest temperature is the month of October. The rainy season
extends from November/December to around April, and the dry season from around
May to around November. The average annual rainfall amounts to around 1,000 mm
but varies by region. The rainfall in the south and south-west regions is around 900
mm, but in the north and north-west regions it exceeds 1,400 mm. After the cool season
from May to mid-August, the temperatures start rising. In the capital, Lusaka, the min-
imum and maximum average temperatures in July are 9 degrees Celsius and 23 degrees
Celsius respectively; and in January 17 degrees Celsius and 26 degrees Celsius respec-
tively. Normally, the annual average rainfall per annum is about 810 mm.°

As with the rest of Africa, and particularly the sub-Saharan region, Zambia has been
experiencing the effects of climate change resulting in extreme weather conditions,
such as droughts, rising temperatures and unpredictable rainfall patterns.” The fre-
quency and intensity of climate events is expected to rise in future, with negative im-
pacts on the economy and consequently people’s livelihoods.®

1.2 Historical background, demographic information and level of education

Zambia attained its political independence from Britain in 1964. The country’s politi-
cal history spans the era of multiparty democracy from 1964 to 1972; one-party rule
thereafter until 1990; and a multiparty democracy system of governance from 1991 to
date.” Administratively, the country is divided into 10 provinces, namely Central, Cop-
perbelt, Eastern, Luapula, Lusaka, Muchinga, Northern, North-Western, Southern and
Western. These provinces are further subdivided into districts, constituencies and
wards.'?

Plisnier et al. (2018).

Resilience and Economic Inclusion Team (2016).

Ministry of National Development Planning (2016: 2-3).

Plisnier et al. (2018); Sintayehu (2018: 225-227); Ministry of National Development Planning
(2016: 4).

Phiri (2006: 1-5).

10 Central Statistical Office (2015: 1).
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It has been noted that after political independence in the 1960s, Zambia enjoyed a
strategic role as supporter of the liberation movements in Southern Africa. Zambia
gradually lost its strategic importance over the years following the deterioration of
African economies, the demise of the Soviet Union and the fragmentation of the ‘Third
World’ as countries in South-East Asia grew rapidly and drew away. Zambia has also
had enduring relationships with China and India since its independence.'' These rela-
tionships resulted in a number of projects to support the Zambian economy. The Tan-
zania—Zambia (TAZARA) railway, for example, was the first and probably best-
known example of China’s engagement in Africa.!? In trade terms, Zambia’s loss of
strategic importance has resulted in negative consequences for the country’s negotiat-
ing power in both traditional and non-traditional development assistance.

According to the Population and Demographic Projections for 2011-2035 Report
(Projections Report), Zambia’s population was estimated to stand at 15.9 million in
2016, out of which 7.9 million would be males and 8.0 million females.!> Also, 9.2
million would reside in rural areas and 6.7 million in urban areas. The population is
expected to continue growing at an average annual rate of around 2.8% during the
projection period 2011-2035.'* The population in rural areas is expected to grow at a
relatively stable average rate of 2.4% per annum, while the urban population is ex-
pected to grow at 3.5% per annum during the same period.

At provincial level, Lusaka has the largest population with 2,888,575 persons, while
the North-Western Province has the smallest population with 856,286 persons. The
population was expected to grow to 17.9 million by 2020 of which 10.1 million would
reside in rural areas, while 7.8 million would reside in urban areas.!> During the pro-
jection years, the age structure was expected to remain relatively unchanged although
the proportion of children in the population would fall. The young population was ex-
pected to result in growth in the reproductive age group (15-49) and the economically
active age group (15-64).'6

The Projections Report further stated that in 2016 the estimated or average life ex-
pectancy at birth would be 53.7 years. Females had a higher life expectancy at birth of
56.1 years compared to 51.5 years for males. The projected decline in fertility and
mortality was expected to lead to an increase in life expectancy at birth and at different
ages, as well as an increase in the proportion of the elderly of 65 years and older, in
the long run.!”

11 Prizzon (2013: iv).

12 Monson (2013: 52).

13 See https://bit.ly/3tsja4H, accessed 3 February 2021.
14 TIbid.

15  See https://bit.ly/2YHQ1En, accessed 3 February 2021.
16  Ministry of Finance (2017: 31).

17 Ibid.: 33.
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The country’s average population density is 20.6 persons per km?, while Lusaka Prov-
ince has the highest density of 126.8 persons per km?. There are 73 ethnic groups in
Zambia with seven major languages used besides English, which is the official lan-
guage. The seven major languages are Bemba, Kaonde, Lozi, Lunda, Luvale, Nyanja
and Tonga.'®

Zambia’s Vision 2030, the long-term national development plan, provides a strate-
gic focus for the country to become “a prosperous middle-income nation.”!” In order
to attain this vision, the role of quality education is critical. In 2015, the Ministry of
Education, Science, Vocational Training and Early Education was split into two dis-
tinct parts — the Ministry of Higher Education and the Ministry of General Education.
The Education System consists of early childhood education (ECE), primary, and sec-
ondary under the Ministry of General Education. ECE (pre-school) provides education
for children aged 3—6 years, while primary level runs from grades 1 to 7 (713 years
old) and the secondary level runs from grades 8 to 12 (14—18 years old). The profes-
sional or tertiary levels include universities and colleges and fall under the jurisdiction
of the Ministry of Higher Education.?

The adult literacy in Zambia currently stands at 68%?2! and can be related to the
generally low awareness levels about the environment, let alone its constituent ele-
ments like soil. The priority areas for the general education subsector have been access
and participation, quality and relevance of education and equity. The targets by the end
of the Revised Sixth National Development Plan period were to attain net enrolment
ratio (NER) of 100%. With regard to the transition rate, the targets for 2016 were 68%
at Grade 7 and 50% at Grade 9.22 These targets were to be achieved through the con-
struction of new schools and additional classrooms in existing schools in order to en-
hance access. Significant investment was made in strategies to promote equity in ac-
cess to education during the period of the Fifth and Sixth National Development Plans.

According to the Ministry of General Education, the Early Childhood Education
(ECE) level made notable achievements with the shifting of the mandate of providing
ECE from the Ministry of Local Government and Housing to the Ministry of Educa-
tion. The proportion of learners with ECE experience rose from 20.3% in 2005 to
24.4% in 2015.23

There is, however, much more that needs to be done to enhance access to ECE, in
order to meet the target of 30% of new Grade 1 entrants with ECE experience. Overall,
the education sector benefits an average of about 15—17% of the national budget or

18  Central Statistical Office, (2013: 1).

19 Ministry of National Development Planning (2006: 1-2).
20  Ministry of General Education (2017).

21  Ibid.; Fadjukoff (2015: 127).

22 Ministry of Finance (2011: 41).

23 Ministry of General Education (2017).
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about 2-4% of the GDP — lower than the SADC recommended minimum threshold of
20% of national budget or 6% of GDP.*

1.3 Main economic activities

This section discusses the main economic activities in Zambia, and their impact on the
general environmental well-being and, more specifically, sustainable soil manage-
ment. The highest environmental impact stems from mining, while the tourism sector
complements environmental sustainability because it is premised on preserving bio-
logical diversity, such as wildlife and the floral kingdom, among others.

1.3.1  Mining

Zambia is the seventh largest copper producer globally,?® and mining contributes over
75% of the country’s total export value. It has been observed that the total contribution
of mining to gross domestic product (GDP) averaged at 12.9% for the period 2006—
2015 and that the sector created 56,227 jobs in 2005, which increased to 82,725 in
2014.%% In recognition of the important national economic role that mining continues
to play, such as employment creation, revenue generation and rural-urban develop-
ment, Zambia continues to make efforts to reduce copper dependence and support the
diversification to other minerals, such as gemstones and other industrial minerals. Alt-
hough minerals such as cobalt, coal, emeralds and gold are mined in Zambia, their
contribution to the country’s total export value is not clear. Generally, the mineral out-
put in the sector has been lower than it was historically. For example, the 2015 copper
output of 710,560 metric tonnes was below government’s projection of 800,000 metric
tonnes.?’

1.3.2  Agriculture
Owing to the falling prices of copper on the global market, Zambia has embarked on

a programme to diversify its economy in order to reduce overdependence on copper.
Copper- price fluctuations have presented a risk and have led to a sharp decline in

24  OSISA (2015: 10-18).

25 Major countries in copper mine production worldwide from 2010 to 2018, see
https://www .statista.com/statistics/264626/copper-production-by-country/, accessed 12 April
2019.

26 Mining Partnerships for Development (2014: 11).

27  Ministry of National Development Planning (2017: 26).
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revenue from export over the years. This economic meltdown also happened in Zambia
during the Fifth National Development Plan (FNDP) period between 2007 and 2009,
when copper prices fell by 28%. This in turn led to a corresponding foreign direct
investment (FDI) fall of 47%. The FDI flows into Zambia remained highly concen-
trated in the copper mining sector. The agriculture, manufacturing and tourism sectors,
which create and sustain productive employment, received only negligible invest-
ments.?8

About 58% of Zambia’s total land area of 75 million hectares is potentially good
for agricultural production, although most of this arable land is yet to be fully utilised
for the purpose of increasing the contribution of the agricultural sector to the national
economy. Zambia’s agricultural activities are mainly rain-fed despite having large wa-
ter bodies that can easily be tapped for irrigation purposes.?’ Against this, it has widely
been observed that Zambia has the potential to increase its agricultural output.’® While
arable land is plentiful in the country, only about 15% of it is under cultivation. In
recent years, the promotion of the agricultural sector has been one of government’s top
priorities in a bid to diversify the economy and reduce overreliance on its traditional
products and exports, such as copper and cobalt. The total contribution of agriculture
to GDP averaged at 9.8% in the period 2006 to 2015.3' With a combination of arable
land and an annual rainfall ranging from 800 to 1,400 mm?3?, the country has medium-
to high-potential for agriculture; yet maintains a high underutilised acreage. In the un-
used arable land area, however, a reduction of forest area could lead to destruction of
the natural environment, thus the extent of this transformation to farmland should be
carefully examined.

The Zambian agricultural sector comprises crops, livestock, and fisheries.>* There
are three broad categories of farmers: small-scale, medium, and large-scale. Small-
scale farmers are generally subsistence producers of staple foods such as maize, sor-
ghum, millet, and cassava, with occasional marketable surplus. Most Zambians are
subsistence farmers. Medium-scale farmers produce maize and a few other cash crops
such as cotton, groundnuts, sorghum, rice, sunflower seeds, coffee, sugar and fruits.
Large-scale farmers produce various crops such as sugar, soybeans, coffee, ground-
nuts, rice, tobacco, paprika, wheat and cotton, as well as horticultural produce. A small
percentage of produce from large-scale farmers is sold on the local markets while the
bulk of the high-grade produce is reserved for export.3> While the country enjoys 40%

28 ZDA (2017:3)

29  Central Statistical Office (2015: 1).

30 ZEMA (2017: 46); Chapoto & Chisanga (2016: 7-10).

31  Ministry of Agriculture (2016: 1-3).

32 ZEMA (2017: 33).

33 Japan Association for International Collaboration of Agriculture and Forestry (2008: 36).
34 See http://www.zda.org.zm/index.php/agriculture/, accessed 2 February 2021.

35  Chapoto & Chisanga (2016: 30—42).
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of sub-Saharan water resources, there is very little mechanical irrigation and most
farms are dependent on rain-fed growing cycles.>® This presents insurmountable chal-
lenges when the rain patterns fluctuate, as has been seen in recent times owing to the
effects of climate change.

For instance, during the period 2006-2015, output for 13 of the 18 major crops de-
clined largely as a result of erratic rainfall, which in recent times has negatively af-
fected the yield rates. For example, in the 2015-2016 farming season, maize produc-
tion decreased by 21.9% from 3,350,671 to 2,618,221 metric tonnes (MT). Such a
drastic decline has the potential to affect the rural economy in the country, because
most of the agricultural activities are undertaken in these areas. Further, with the high
employment opportunities offered by the agricultural sector, it is likely that such dra-
matic declines in production could further spur the rural-urban drift in Zambia. At the
heart of addressing these challenges, there are multi-pronged efforts at mitigating the
effects of climate change across all sectors.?’

1.3.3  Manufacturing

The manufacturing sector accounted for about 7.8% of the country’s GDP and an av-
erage annual growth rate of 3% from 2006 to 2015. The 2005 and 2014 Labour Force
Surveys showed that there were 166,143 persons employed in the manufacturing sector
in 2005, which increased to 223, 681in 2014. The manufacturing sector was pivotal in
economic development as it played a key role in the backward and forward linkages
to economic growth. It has been further noted that in the latter years of the Sixth Na-
tional Development Plan (SNDP) 2011-2015, there was slow growth in the manufac-
turing sector owing to some of the constraints to growth such as the energy deficit and
high production costs which contributed to a drop of output of between 60% and
70%.8

The sector is largely driven by the agro-processing (food and beverages), textile,
and leather subsectors. There is also secondary processing of metals, smelting and re-
fining of copper, which have led to the manufacturing of metal products. The sector
also benefits from the emerald mining industry and manufactures a number of orna-
ments for export purposes. Fertilizers, chemicals, explosives and construction materi-
als such as cement are also produced. Other activities include producing wood and
paper products, vehicle parts and assembly, refining petroleum and light engineering.*®

36 See http://www.fao.org/3/t0800e/t0800e0a.htm, accessed 2 February 2021.
37  Ministry of Finance (2017: 25).

38  Energy Regulation Board (2017: 1).

39 BoZ (2017a:5).
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1.3.4  Energy

The country’s demand for electricity stood at 1,949 megawatts (MW) in 2015, while
the sector was only able to produce 1,281 MW, thus giving a deficit of 668 MW.4°
This situation resulted from limited investment over the years, which was also com-
pounded by non-cost-reflective tariffs. Further, the deficit was worsened by the effects
of climate change on the availability of water, since Zambia’s electricity generation is
predominantly through hydropower.*! The current projections indicate that growth in
demand will increase by 150 MW to 200 MW per annum. The peak demand for elec-
tricity in the country was projected at 3,000 MW by 2020.*> The increase in energy
demand in Zambia is the result of the improved economic outlook.

The leading sectors in relation to electricity consumption were mining, construction,
agriculture and services. Side by side with the expansion of the domestic economy, the
national electricity consumption increased from 10,857.54 GWh in 2016 to 12,191.86
GWh in 2017, thus reflecting 12.3% growth.*3 Of this 2017 consumption, the mining
sector accounted for 6,202.0 GWh of total consumption representing 50.9% of the total
electricity output.** The demand for energy has steadily been rising with the increase
in population and urbanisation, and the growth of industry and resultant energy needs.

In 2016, the country had installed energy capacity of 2,493 MW with hydro gener-
ation accounting for 97%, while other sources were at 3%. It was envisaged that other
sources of energy, which include geothermal, wind, solar and coal, would grow to
about 15% by 2030.% To increase supply, there was a need for additional investment
in hydro, geothermal, wind and solar energy generation.*® This would have a further
bearing on the fuel used for domestic purposes, especially in rural areas where the
absence of electricity forces people to use charcoal as a source of fuel. The increased
generational capacity of electricity, coupled with the increase in rural electrification,
means that there will be a decreased use of fossil fuels, resulting in reduction in defor-
estation and emission of greenhouse gases, as well as the reduction of soil erosion. It
has been noted for example that in 2017, the Rural Electrification Authority (REA)
continued to implement rural electrification projects nationally and had successfully
completed 14 rural electrification projects, 11 being grid extensions and three solar
projects.*’ Energy generation in Zambia is not without impact on soil sustainability
and the environment generally. For example, persistent organic pollutants (POPs),

40  Ministry of Finance (2017: 27).

41  Ministry of National Development Planning (2016: 7).
42 Ministry of Energy (2008: 3).

43 Energy Regulation Board (2017: 1-3).

44  ZDA (2017: 1).

45  Ministry of Energy (2008: 3-8).

46  Ministry of Finance (2017: 26).

47  Ibid.
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which are chemicals that have toxic properties and do not easily decompose in the
environment are used as coolants and Iubricants in electricity generation equipment
such as transformers, capacitors and switches. They may include polychlorinated bi-
phenyls (PCBs). These materials accumulate in the soil and organisms by ingestion
through the food chain, thereby posing a hazard for human beings and animals.*

Further, according to ZEMA, as of 2016, Zambia had 16,000 transformers owned
by electrical and mining companies of which 326 were identified as potentially con-
taining PCBs. Some capacitors and oil circuit breakers were believed to contain PCBs.
Furthermore, about 196 tonnes of PCB-contaminated soil was stored at the Kariba
North Bank PCB storage facility, while some other PCB-contaminated oil, polythene
sheets and personal protective equipment (PPE), and transformer shells were found.
Of greatest concern to this discussion is that, at present, Zambia has no capacity for
disposal of PCB materials.*® This is an immensely worrisome situation for soil sus-
tainability and general environmental well-being.

In addition, the fall in the country’s hydropower generation in recent years by about
600 MW, mainly attributed to poor rainfall patterns, has hampered the country’s eco-
nomic growth prospects in agriculture, manufacturing, mining and other services.
Other adverse effects have led to increased costs of treating climate-related diseases
such as malaria, the loss of natural environments, damage to infrastructure and disrup-
tion of biodiversity.® Climate change adaptation and mitigation will, therefore, pro-
mote social well-being, including better health, growth of the economy and at the same
time reduce environmental risks, such as shortage of water, air pollution and other
effects.”!

1.3.5 Construction

The construction industry continues to play an integral part in the development of the
economy and is one of the important catalysts for growth. Activities in the subsector
are driven by public and private projects, such as roads, stadiums, hospitals, schools,
and residential and commercial property. As noted in the section on mining, the con-
struction industry has fuelled illegal quarrying, which in turn has severe impacts on
soil sustainability. The construction industry continued to grow over the past 12 years
at a steady annual average rate of 17.5%. This growth can be directly attributed to
increased public and private sector investment on infrastructure development.®> With

48 ZEMA (2017: 113).

49  Ibid.

50 Sintayehu (2018: 225-227).

51 Ministry of National Development Planning (2016: 7).
52 ZDA (2017).
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inadequate safeguards, the growth of the construction sector is projected to cause fur-
ther strain on soil sustainability.

1.3.6 Tourism

Government has identified tourism as an area of priority.> Zambia’s total annual in-
ternational tourist arrivals increased from 668,862 in 2005 to 931,782 in 2015, repre-
senting a 39% increment. Tourism’s average GDP contribution over the 5-year period
from 2010 to 2014 was around 1.76% per annum. With regard to accommodation es-
tablishments, the sector recorded an increase of 25.6% from 933 in 2012 to 1,172 in
2015, with a corresponding 45.6% increase in bed spaces from 51,662 in 2012 to
75,253 in 2015.3* The increase was attributed to high demand for tourism enterprise
businesses, mostly by local citizens. The room occupancy rate improved from 54.9%
in 2012 to 68.9% in 2015 owing to increased tourist arrivals.>®

Despite these positive strides in the tourism sector, Zambia has continued to face
stiff competition from other African countries in attracting tourists. For instance, in
2013, a total of 55.8 million arrivals were recorded in Africa, out of which Zambia
only recorded 914,576, representing 1.63%. The number of foreign visitors to the
country rose from 814,140 in 2010 to 914,576 in 2013. From these arrivals, the country
recorded annual direct earnings of US$441,062,536 (K2,271,472,063) in 2012, which
rose to US$540,209,718 (K2,971,153,451) in 2013. The number of jobs in the sector
rose from 44,292 in 2012 to 57,337 in 2013. The top holiday markers for tourism to
Zambia were Africans, accounting for 79% of the 914,576 visitors in 2013.%¢

During the Sixth National Development Plan period (2011-2015), a marginal in-
crease in the average length of stay for tourists was recorded — from 5 days in 2012 to
6 days in 2013. This was attributed to inadequate diversification of tourism products,
underdeveloped tourism circuits and tour packages, among others.>’

1.4  Gross national product
It has been noted that Zambia’s economy during the period 2000-2005 grew at an

annual average of about 5.8%, while the 20062015 period saw an upward and sus-
tained growth averaging 6.9%.

53 Ministry of Finance (2017: 27-28).
54 Ibid.

55  Ministry of Tourism (2016: 12—-17).
56  Ministry of Finance (2017: 28).

57  Ibid.: 35.
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Zambia’s gross domestic product in December 2017 was US$25.81 billion. The econ-
omy is predominantly driven by the agricultural and mining industries. The largest
proportion of Zambia’s exports go to Non-European Union Organisation for Economic
Co-operation and Development (Non-EU OECD) countries, like Switzerland, fol-
lowed by Asia (China), Southern African Development Community (SADC) and
Common Market for Eastern and Southern Africa (COMESA) countries, while Swit-
zerland and China are the main consumers of copper.*®

The forestry industry contributes at least 3.7% to the GDP. Within this industry, the
largest part is wood fuel, including commercial charcoal production of 2.2% and sub-
sistence wood collection of 0.8%, with about 90% of the people using the fuelwood
thus produced. The productivity of the forestry industry, however, is low throughout
all stages from production to processing and distribution. This is because of the under-
development of infrastructure such as roads and communications, which leads to trans-
action costs becoming high. For this reason, the improvement of efficiency in the for-
estry industry, including small-scale enterprises, would bring great benefits to the
economy and environment.*®

1.5  National debt

Zambia’s stock of external debt has been rising since 2012. At the end of 2014, exter-
nal debt stock was at US$4.81 billion, representing 24.0% of GDP, compared to
US$3.18 billion which was 17.2% of GDP in 2012. In 2015, external debt was
US$6.41 billion, and in September 2016 the external debt had reached US$6.7 billion,
representing 35% of GDP. By 2018, the debt had increased to 72% of GDP.®® The
International Monetary Fund (IMF) predicts that if the country maintains its current
path without fiscal policy adjustments, debt will increase to a high of 84% of GDP by
2021, well above the threshold of so-called debt sustainability (very roughly the thresh-
old is around 60%).°"!

The historical perspective to the foregoing is that, in 1991, Zambia moved from a
single-party state dominated by the United National Independence Party (UNIP), to a
multiparty state led by the Movement for Multiparty Democracy (MMD). The MMD
inherited a huge public (or government) debt from the former ruling party, UNIP. At
that time, the size of the debt was not known (mainly owing to impasses between the
UNIP government and multilateral institutions like the IMF). After 1991, the MMD
government’s willingness to address the debt situation, coupled with their more

58 BoZ (2017b: 3).

59  Japan Association for International Collaboration of Agriculture and Forestry (2008: 39).
60  Ministry of Finance (2017: 19).

61  Personal communication with Ministry of Finance Economists (June, 2019).
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favourable stance on the IMF and World Bank, led to the establishment of the exact
debt size by 2000.9> Around the same time, the MMD government and civil society,
both in Zambia and internationally, mounted a vigorous debt forgiveness campaign
called Jubilee 2000. At that point, the debt was estimated at K29.2 billion, which ac-
counted for 261% of GDP (or more than two and a half times the size of the econ-
omy).%

Zambia reached the Highly Indebted Poor Country (HIPC) completion point in
2004 and a big chunk of its debt was written off. The debt burden fell from K38.6
billion (or 130% of GDP) in 2004 to K28.2 billion (76% of GDP) by 2005.%* The
country had at that time attracted further debt relief under the Multilateral Debt Re-
duction Initiative (MDRI) and its debt dropped further to a moderate 25% of GDP.
During the remainder of the MMD government era, there were sustained prudent fiscal
and monetary policies, including tight debt management, thus reducing the debt to 19%
of GDP by 2010.%° Zambia was assigned lower middle-income country status in 2011,
along with Ghana, which facilitated extensive borrowing on the private markets (Eu-
robonds) and numerous non-concessional loans from China.®

The year 2011 saw a regime shift to the Patriotic Front (PF) government. The then
new government inherited a healthy economy with a good fiscal position. The national
debt increased sharply from 21% of GDP in 2011 to a remarkable 62% in 2015. In the
interim, the government had, among other things, borrowed three Eurobonds, one in
2012 worth US$750 million, another in 2013 worth US$1 billion and the third in 2015
worth US$1.25 billion (making the total Eurobond issuance to US$3 billion).®” Despite
an economic downturn and GDP growth slowdown in 2015, the government kept bor-
rowing, treating the downturn as a temporary thing, which it was not, as has been seen
in the current debt burden and gloomy predictions. According to the IMF, this debt
scenario is being fueled by the country’s development strategy which has seen rapid
scaling-up in infrastructure spending and consequent large fiscal deficits, financed by
non-concessional debt.®
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1.6  Foreign investments

Foreign investments in developing economies such as Zambia mostly hinge on natural
resources exploitation, which in turn may have adverse environmental effects. Some
of these adverse environmental effects affect soil quality, for instance in mining. For-
eign direct investment (FDI) is an important source of development in most countries
as it facilitates access to international markets, the creation of more skilled jobs, and
technological and innovative advancements.*

Research conducted by the central bank on foreign assets and liabilities during the
period 20162017 provided highlights on the magnitude, types and direction of foreign
private capital assets and liabi