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Historical Synopsis

The question of developing countries’ debt to developed
ones has been seen as a great impediment to sustainable
integral development on moral and ethical grounds.
Zambia bears a historical scar of indebtedness that, for
many years, stalled national development due to colossal
amounts of money spent on debt servicing rather than
on social and developmental programmes. There are
several factors that collectively caused Zambia’s
indebtedness. Among them were loans incurred to help
neighbouring countries like Mozambique and Zimbabwe
in their liberation struggles; some loans were inherited
from colonial times; and the larger share of the total
debt stock was accrued beginning from 1973 when the
country started experiencing sharp revenue depressions
resulting from falling copper prices and rising fuel prices
on the international market.

At US$7.1 billion in 2004, Zambia’s debt was highly
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unsustainable and was likely to remain so for many
years had it not been for the Highly Indebted Poor
Countries (HIPC) and the Multilateral Debt Relief (MDR)
Initiatives that wrote off Zambia’s debt in April 2005 and
2006 respectively to US$635 million’. Huge annual debt
service payments (average of $170 million per year) had
continued to overshadow social sector spending
including the fight against HIV and AIDS. In 2002 Zambia
paid US$285 million, US$196.5 million in 2003 and
US$377 million in 2004. Simply put, paying large sums
of money to the international lenders was at the expense
of and in stiff competition with domestic needs in the
social and productive sectors of the economy.

Current Trends
While the HIPC and MDR Initiatives have reduced external

debt, trends in domestic debt have been the exact
opposite. The stock of domestic debt has increased
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