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Recent Political Highlights 
 Zambia showed its credentials as a maturing democracy during the September 2011 election, which resulted in the smooth 

handover of power from the Movement for Multiparty Democracy (MMD) to the former opposition Patriotic Front (PF). Having 
steadily increased his share of the vote in three previous (albeit unsuccessful) bids at the presidency since 2001, the PF’s leader, 
Michael Sata, won with almost 43% unseating the incumbent, Rupiah Banda of the MMD.  

 Tensions look set to dominate the political environment, as will a number of other issues, such as the adoption of a new 
constitution and the opposition’s attempts to regroup in a bid to oust the PF administration from power at the next election in 
2016. 

 The labour market is not fully developed. In 2913 and although politically unpopular, the government decided to remove a 5% 
fuel subsidy and discontinue some agricultural subsidies and price supports. 

 On 11th October 2013, Finance Minister Hon. Alexander Chikwanda presented the national budget for the 2014 fiscal year. 
Expanding and renewing Zambia’s economic and social infrastructure, inclusive growth, job creation and poverty reduction have 
been recurring themes of the government since 2011. The 2014 budget is premised on the revised Sixed National Development 
Plan 2013-2016 (R-SNDP) which has been aligned with government’s development agenda. Increased spending despite a high 
deficit of 32.5% of Gross Domestic Product (GDP) was proposed for 2014 higher than the 2013 original budget allocation 
estimated at 26.6% of GDP.  

Recent Economic Highlights 
 Zambia has a population of 14,638,505 and a 61.4% literacy rate. Macroeconomic fundamentals of the Zambian economy are in 

the best shape in over two decades. In the past five years, nominal per-capita income rose to an average of USD1,190 in 2010, 
up from USD485 in 2004, ranking Zambia for the first time as a low-middle-income country. The commodity supercycle that 
stretched over the period 2003–08 attracted significant foreign-direct-investment inflows into the country, especially in the 
lucrative copper industry. Debt forgiveness under the International Monetary Fund (IMF) and World Bank’s Highly Indebted 
Poor Countries (HIPC) and Multilateral Debt Relief Initiatives (MDRI) placed fiscal finances on a more solid footing, while 
prudent monetary policies combined with improved food security brought down price pressures. The high growth path failed to 
achieve inclusive growth, with the majority of the population remaining very poor while infrastructural deficiencies in the 
economy remained high. A high dependency on foreign donor aid leaves fiscal programs at risk as the European Union crisis 
unfolds. 

 Sixty percent of the population lives below the poverty line and 42% are considered to be in extreme poverty while the urban 
picture is far better than the rural.   

 The impact of the crisis via the financial linkages to Zambia remains limited; however, the trade link combined with less-
aggressive direct investment spending, could have a more significant longer term impact. Though the economy is dependent on 
copper, the agriculture sector is the major employer (70% of the population). However, the sector’s potential to contribute to 
the country’s development remains largely underexploited. The sector remains susceptible to adverse weather conditions that 
could result in sporadic upticks in headline inflation. 

 Zambia’s economy has experienced strong growth in recent years, with real GDP growth in 2005-13 more than 6% per year. 
Privatization of government-owned copper mines in the 1990s relieved the government from covering mammoth losses 
generated by the industry and greatly increased copper mining output and profitability to spur economic growth. Zambia’s 
dependency on copper makes it vulnerable to depressed commodity prices, but record high copper prices and a bumper maize 
crop in 2010 helped Zambia rebound quickly from the world economic slowdown that began in 2008.  

 The recent rebasing of the national accounts has given a new perspective to the structure of the economy. The Central 
Statistical Office of Zambia has just finalized the rebasing of the national accounts to 2010 (from 1994). Preliminary estimates 
put the economy at 25% larger than in the old accounts. Mining, construction and trade gained more prominence as agriculture 
declined.  
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 As of April 2014, International Development Agency’s (IDA) net commitments in Zambia totaled $712.2 million for eleven active 
projects (nine national for a total of $622.2 million and two regional for a total $90.0 million), supporting programs in 
agriculture, infrastructure, energy, the environment, and human development. Agriculture continues to receive the largest area 
of support. The International Finance Corporation (IFC) and the Multilateral Investment Guarantee Agency (MIGA) are also 
providing support for Zambia’s development.   

 Zambia is set to continue its economic growth above 6%, driven largely by copper investments and supported by domestic 
demand, but the country is also facing growing risks according to the Zambia Economic Brief released in June 2014. The report, 
Promoting Trade and Competiveness: What Can Zambia Do” cautions that the changing external conditions such as declining 
copper prices, and the tightening of international financial conditions are likely to lead to higher borrowing costs, which pose a 
growing risk to investment and growth.  

 Overall tax revenue amounts to 19.3% of total domestic income. Public expenditures amount to 24% of the domestic economy. 
Public debt is equivalent to 27% of GDP. Expansion of the already robust mining sector is expected to boost revenues.  

 Zambia has a relatively liberal banking regime but financial intermediation and credit to the private sector remain low. The 
banking sector has recorded growth but high lending rates continue to hinder access to financing. 

 Regulatory changes by the current government in 2012-2013 included Statutory Instruments (SI) Number 33 (mandating use of 
the Kwacha for domestic transactions) and SI Number 55 (monitoring foreign exchange transactions). SI’s were perceived as 
undermining confidence in Zambia’s economy and currency, leading to sharp depreciation of the kwacha in March 2014. In 
response, the Minister of finance revoked SI 33 and 55 in late March 2014.  

 The Kwacha exchange rate, similar to other emerging market currencies, could show some heightened vulnerability over the 
course of 2014.   

 Despite a strong economy, poverty remains a significant problem in Zambia, made worse by a high birth rate, relatively high 
HIV/AIDS burden, and by market distorting agricultural policies.                                                                                                                                                                                                                                                                                                      

 Exports in Zambia decreased to 4984million Zambian Kwacha (US $93,527,7) in May of 2014 from 5337million Zambian Kwacha 
(US $10,077,1) in April of 2014.  

 The inflation rate was recorded at 7.9% in June of 2014. While inflation averaged 9.5% from 2005 until 2014, reaching an all 
time high of 19.2% in April of 2005 and a record low of 6% in December of 2011. IHS believes that headline inflation could trail 
down to around 7% by year end, still above the central bank’s year end inflation objective of 6.5%. 

 Zambia’s economic freedom score is 60.4, making its economy the 88th freest in the 2014 index. S&P and Fitch’s sovereign rating 
is reported at B+ and Moody’s at B1. 
 
Sectoral contributions to GDP are as follows: 

Year 2011 2012 2013 
GDP 
growth 

       
6.8% 

7.3% 6.4% 

Agriculture 20% 20% 18% 
Industrial 37% 38% 37% 
Services 46% 46% 50% 

 
Latest Trade Developments 

SA EXPORTS TO (TOP 5) 
2012 2013 
Machinery R 6,181,576,771 
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 Vehicles, aircraft , vessels R 2,642,817,614 
 

Vehicles, aircraft, vessels R 2,552,730,405 
 

Mineral products R 1,909,813,415 
 

Mineral products R 2,143,117,402 
 

 
 Major exports: Copper/cobalt, cobalt, electricity; tobacco, flowers, cotton 
 Major imports: Machinery, transportation equipment, petroleum products, electricity, fertilizer, foodstuffs, clothing 
 Main trading partners: China, South Africa, Democratic Republic of the Congo, Kuwait, South Korea, India and UAE.  
 SA exports to Zambia totalled R17.2bn in 2011, R21.8bn in 2012, R26.2bn in 2013 and R11.7bn in Jan to May .  
 SA imports from Zambia totalled R2.7bn in 2011, R3.3bn in 2012, R3.6bn in 2013 and R1.3bn in Jan to May.                                   
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