
Provinces with high economic activity and stronger revenue bases 
hold the largest portion of debt and arrears. Findings as at the 
end of September 2023 Lusaka Province represents 22.6% of 
total debt and arrears, followed by Copperbelt Province at K807.6 
million, or 17.6%. These provinces have higher economic activity 
and stronger revenue bases. This counterintuitive trend can be 
attributed to weak internal controls, which undermine financial 
discipline despite higher revenue potential. Inefficiencies in payroll 
management, non-compliance with statutory obligations, and 
revenue leakages weaken the financial health of Local Authorities, 
making it difficult for them to meet their obligations.



Staff transfers between Local Authorities have significantly 
contributed to the mounting of debt arising from statutory 
obligations. In recent years, the Local Government Service 
Commission (LGSC) has been transferring staff between Local 
Authorities. However, a key challenge is that transferred staff bring 
with them accrued debts, including salary arrears and pension 
liabilities from their previous Local Authority. These liabilities are then 
passed on to the receiving Local Authority, which often struggles to 
absorb the additional financial burden due to limited revenue.

SUSTAINABILITY OF LOCAL AUTHORITIES’ DEBT 
AND ARREARS

I.	 The ratio of debt and arrears to locally generated revenues 
reveals a concerning trend, indiating that local authorites 
are increasingly struggling to manage their financial 
obligations relative to their revenue- generation capacity.

II.	 The Local Authorites debt- to- revenue ratio (excluding CDF), 
trend raises significant concerns about debt sustainability.

III.	 Local Authorities allocate a small fraction of their budgets to 
debt service.

ZAMBIA’S BLUEPRINT FOR FINANCIAL 
SUSTAINABILITY AND LOCAL AUTHORITY DEBT 
MANAGEMENT

•	 The Local Authorities Debt and Arrears Monitoring 
Mechanism (LADAMM) fraamework has been developed 
to address the long standing dificulties in monitoring and 
tracking of debt and arrears. The framework aims to easily 
capture, monitor and analyze data on debt and arrears and 
will enhance transparency on debt dismantling.

•	 The Government has implemented a Deduction at Source 
measure where a portion of the Local Government 
Equilization Fund (LGEF) is deducted at source (Central 
Government) and channeled to debt service before being 
transferred to Local Authorities.

•	 Local authorities have transitioned from Activity- Based 
Budgeting (ABB) to Output- Based- Budgeting (OBB) 
to allign budget  to align their budgeting processes with 
central government systems to improve accountability and 
transparency  
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CONCLUSION AND POLICY RECOMMENDATIONS

This study examines Local Authority debt, arrears, and the financial 
governance framework. Despite reforms like the LGEF, revenue 
shortfalls have led to rising debt, especially in pension and tax arrears. 
While mechanisms like LADAMM aim to manage this, limited resources 
and weak financial systems continue to strain Local Authorities, 
highlighting the need for stronger fiscal management, the report 
makes the following policy recommendations

1.	 Strengthen Local Revenue Mobilisation and adopt 
a differentiated approach that considers the unique 
characterisitcs of each local authority. 

2.	 Automate Revenue Collection.

3.	 Enhance Transparency and Accountability.

4.	 Implement Debt Swap Initiatives with Statutory Bodies. 

5.	 Align Staff Transfers with Financial Capacity.
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OTHER TOTAL

 K'million  K'million  K'million  K'million  K'million  K'million  K'million 

LUSAKA 
PROVINCE

1,049.754 - 243.621 - 65.786 45.388 1,404.548

CENTRAL 
PROVINCE

215.863 17.699 210.916 - 63.504 12.351 520.333

COPPERBELT 
PROVINCE

234.677 122.653 165.244 81.101 69.250 134.684 807.609

N - WESTERN 
PROVINCE

171.734 0.097 51.154 2.372 35.936 8.231 269.524

WESTERN 
PROVINCE

32.261 54.329 26.125 1.645 39.002 2.487 155.849

SOUTHERN 
PROVINCE

130.890 363.575 83.596 28.836 40.169 9.843 656.909

EASTERN 
PROVINCE

122.865 63.595 68.908 2.195 27.673 11.845 297.082

MUCHINGA 
PROVINCE

30.400 3.188 23.517 - 26.247 2.519 85.871

LUAPULA 
PROVINCE

143.774 12.828 29.518 1.235 16.024 8.337 211.716

NORTHERN 
PROVINCE

69.944 7.049 51.562 - 47.931 10.006 186.492
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