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“The art of taxation
consists of plucking the
goose so as to obtain
the most feathers with
the least hissing”
		

Jean-Baptiste Colbert
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2016 Budget - Economic
Commentary
Economic Outlook
•• In his 2016 Budget Address, Zambia’s
Finance Minister, Honourable
Alexander Chikwanda acknowledged
that “the year 2015 had been
economically challenging” and
that the factors contributing to
current economic malaise, were
unfortunately likely to persist.
•• The Minister noted the economic
outlook in Zambia’s was deteriorating
as both global and domestic factors
conspired to hamper growth. These
mainly included:
•• The falling price of copper:
the price of the red metal,
Zambia’s key export and
foreign exchange earner, fell
by ~25% in 2015 as growth
in China slowed and global
growth remained weak.
Copper demand is expected
to remain subdued and a
number of Zambia’s key mines
have indicated they will be
suspending or scaling back
operations.
•• Electricity supply crisis: the
economy has been negatively
impacted on the supply-side, by
a persistent drought. This has
hampered electricity production
at the Kariba North hydropower
station (which accounts
4

for almost a quarter of the
country’s power capacity) and
has resulted in on-going power
shortages and load shedding.
•• Government has cut its 2015 GDP
growth forecast to 4.5% from the
7.0% it expected in October 2014.
Budget Balance
•• As the Minister notes in his budget
address “budget implementation in
2015 continues to face a number
of challenges including the fall in
copper price, the depreciation of the
Kwacha, higher interest payments
and the need to clear arrears for fuel
and crop purchases”
•• Zambia’s economic challenges
have been reflected in a dramatic
depreciation in the Zambian Kwacha
which has lost ~45% of its value
against the U.S. dollar in 2015.
•• Impacting the expenditure side of
the budget, the fall in the Kwacha
will significantly increase Zambia’s
debt service costs (foreign-currency
denominated debt). While on the
revenue side falling copper prices and
output is having a negative impact on
Government’s tax receipts.
•• With a squeeze taking place on
both sides of the budget equation,
the Government expects the 2015

budget deficit to widen to 6.9% of
GDP up from the previous projection
of 4.6%.

revenue collections and particularly
non-tax revenue.
Analysis of Budget Expenditure

Fiscal Consolidation
•• The Minister noted that in light of
challenging economic conditions
“Fiscal Consolidation to Safeguard
Our Past Achievements and Secure a
Prosperous Future for All” would be
the theme of the 2016 Budget.
•• The Minister acknowledges in his
speech that the ‘the expansionary
fiscal stance of the recent past can no
longer be sustained”.
•• To this end, the Minister notes that,
“Government has drastically reduced
allocations for non-core recurrent
allocations by more than 50% and
has taken measures to enhance
domestic revenue mobilisation,
consequently, the fiscal deficit in
2016 is projected to reduce to 3.8%
of GDP.”.
•• However it appears from our analysis
of proposed budget expenditure
below, that despite cuts in certain
areas, total expenditure will still
increase by 14% year on year in
Kwacha terms. This means that
goal of halving of the budget deficit
appears to hinge mainly on achieving
very strong double-digit growth in

•• Overall expenditure to increase by
14% year on year in Kwacha terms
as a rise in debt service costs and the
election budget outweigh spending
cuts in other areas.
•• It is not clear from the 2016 budget
speech, which expenditure items
constitute the ‘non-core recurrent
allocations’ that have been reduced
by more than 50%. However a
comparison of the 2015 and 2016
budget allocations sheds some
light on key areas in which budget
expenditure has been cut or is
expected to increase. (See appendix
4)
Our key observations:
•• Total budget expenditure is expected
to increase by 14% from K46.7 billion
in 2015 to K53.1 billion in 2016.
•• Overall however, nominal expenditure
increases and it appears that this is
largely due to a 50% rise in external
debt services costs, a K536 million
allocation to a sinking fund which
will be used to repay Eurobonds and
another special allocation of K728
million towards the cost of running
the 2016 Tripartite Elections and
Zambia Budget 2016 Beat the odds
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constitution making.
•• The largest increases in existing
expenditure allocations (see Appendix
4) are due to:
•• An anticipated 51% increase
in external debt interest costs
which can be directly attributed
to the ~45% depreciation in the
Kwacha vs US Dollar.
•• The allocation to empowerment
funds has been tripled from the
2015 budget to K373 million.
•• The budget for road
infrastructure has been
increased by 18% to K6.6
billion.
•• The allocation for medical
infrastructure an equipment
was increased by 44%.
•• The social cash transfer budget
was increased by 67% to
K302m while fund for food
packs were decreased.
•• Increases in budget expenditure due
to new items (see Appendix 4) related
to:
•• A K728 million budget for
the running of the tripartite
elections
•• A K536 million sinking fund
related to debt repayment
(Eurobonds)
6

•• A separate K311 million
allocation for student loans and
bursaries which appears to have
been split from the general
‘University Infrastructure’
budget.
•• It appears overall the main
expenditure cuts are in social and
public services such as ‘public
order and safety’ and ‘Housing and
Community Amenities’ while 2015
allocations for special projects such
as power infrastructure rehabilitation
and constituency development have
fallen away
•• The most significant decreases in
budget expenditure (in absolute
terms) are:
•• O/W GRZ contribution of over
K3bn falls away.
•• There is a K339 million
reduction in expenditure on
public order and safety.
•• There is a K330 million
reduction in housing and
community amenities.
•• There appears to be a K432
million reduction in expenditure
on school infrastructure.

•• It is not clear from data provided in
the 2016 budget speech whether
government will reduce growth in
consumption expenditure, particularly
whether it intends to limit growth in
the public sector wage bill (salaries
and wages), as advised by rating
agencies and the IMF.
•• It also appears that the now
unavoidable increase in external
debt-service costs may crowd out
expenditure on social infrastructure
and services in the 2016 budget.

The main revenue mobilisation
measures proposed in the budget
included:
•• Upward revision of the various fees
and fines under non-tax revenues in
order to bring them to cost-recovery
levels of providing the respective
services. These fees include those
collected under the ministries
responsible for immigration and
forestry.

Analysis of Budget Revenue

•• Introduction of electronic fiscal
cash registers to improve the
administration and collection of VAT
and reduce under-declarations

Government forecasts a K7 billion or
20% increase in total domestic revenue
collections. This is expected to come
mostly from:

•• Accelerate implementation of the
Electronic Cargo Tracking System to
mitigate against revenue leakages
and transit fraud.

•• A 206%, K7.9 billion increase in nontax revenues. We note that this is
slightly overstated as the K2.9 billion
of mineral royalties were reallocated
from tax to non-tax revenues in 2016.
Without them a 130% or K5.0 billion
increase in non-tax revenues (feel,
fines and exceptional) is anticipated.
•• A K3.3 billion increase in VAT
collections.

Debt position and debt policy
•• Despite a ~45% depreciation in the
Kwacha, the Government intends
in its 2016 budget to “focus on
accessing external financing with
lower interest rates and longer
repayment periods”.
•• Our analysis (see Appendix 5)
suggests that Government intends to
increase foreign financing by 92% on
2015 levels to K7.9 billion in 2016.

Zambia Budget 2016 Beat the odds
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•• A reduction in domestic borrowings
sees total borrowing remain virtually
unchanged from 2015 at roughly
K10 billion.
Measures to mitigate economic
impact of electricity shortages and
promote future investment
Measures proposed to reduce the shortterm impacts include:
•• An increase in capital allowances for
electricity generating equipment to
50% from 25%.
•• Extension of the period for which
companies can carry forward losses.

8

To encourage private sector investment
in electricity generation in the mediumterm, Government is committed to
increasing electricity tariffs towards
cost-reflective levels so that future
private sector investors can compete on
a fair and level playing field.

Taxation changes

Pre-budget tax changes
The Income Tax Amendment Act No.
6 of 2014 and the new Mines and
Minerals Development Act were signed
by the President on 14 August 2015.
The two pieces of law came into effect
on 1 July 2015 with the following key
provisions:
Mining income tax
•• Income Tax rate for mineral
processing activities restated at 30%.
•• Income Tax rate for mining operations
restated at 30%.
•• Re-introduction of variable profits tax
of up to 15% where taxable income
from mining operations exceeds 8%
of turnover.
•• Restriction on the utilisation/offset of
brought forward tax losses to 50% of
taxable income.

Mineral royalties
•• Mineral royalties reduced to 6% for
underground and 9% for open cast
mining operations from 8% and 20%
respectively.
•• Introduced a 9% mineral royalty
on persons who have no mining
licence but in possession of minerals
extracted from Zambia, on which
mineral royalties have not been
paid. This will require processing
companies to obtain and retain
evidence that their suppliers have
paid Mineral Royalty Tax on the
materials sold to them.
Deloitte Comment
Clarity is required on the way
the cut-off at 1 July 2015 will be
handled, for example mineral stock
mined in June 2015 but sold in
July 2015. What is the applicable
regime?

Zambia Budget 2016 Beat the odds

9

Direct taxes

Withholding tax

From 1 January 2016, the following
measures are proposed to take effect:

•• Remove the 15% withholding tax on
the discount income of interest on
government bonds. The withholding
tax has been maintained on the
coupon income.

Corporate income tax
•• Increase the capital allowance for
implements, machinery and plant
used in the generation of electricity
from 25% to 50%.

•• Introduce 15% withholding tax
on payment for management and
consultancy services to resident
consultants.

Deloitte Comment
Although the acceleration of
capital allowances may appear
to be an incentive, such incentive
may not be effective from an
investment appraisal perspective
considering the fact that new
entrants investing in electricity
generation are likely to be in a
loss position in the early years
of operation. This measure will
effectively result in the early expiry
of tax losses.

•• Extend the 10 year period for
carry forward of losses available to
businesses engaged in generation of
electricity using hydro and thermal to
businesses generating electricity using
other sources of energy including
wind and solar energy.

10

Deloitte Comment
It is not clear whether the
proposed change in law will apply
to all providers of management
and consultancy fees including
accountants, lawyers, engineers,
and architects etc. that are already
registered for income tax and have
valid tax clearance certificates. Our
view is that this measure should be
restricted to those service providers
that are not registered for income
tax and therefore do not possess
valid tax clearance certificates
The 15% rate on the top line is
also likely to introduce cash flow
pressures as most consultancy firms
effective tax rates are significantly
lower than 15% tax on revenue
due to high overheads

House Keeping Measure
•• There is a proposal to restructure the
taxation of rental income to provide
for a landlord to account for tax
on rentals in circumstances where
the tenant cannot withhold the tax
where approval is granted by the
Commissioner General.

Deloitte Comment
The measure will supplement
other interventions to encourage
the development of sustainable
and alternative energy sources,
including promotion of private
sector participation in the
generation of electricity to alleviate
the current power shortages.

Property transfer tax
•• Reduce the rate of property transfer
tax on sale or transfer of land and
shares from 10% to 5%.
Deloitte Comment
As the Minister only mentioned
land and shares in the speech it
is unclear whether a reduced rate
will apply to the transfer of mining
rights as well

Indirect taxes
From 1 January 2016, the following
measures are proposed to take effect:
Customs and Excise
•• Remove the customs duty on pitch
coke and petroleum coke currently at
5% and 15% respectively.

•• Reduce excise duty from 60% to
40% on clear beer to promote local
production and investment in this
industry. The measure is also intended
to curb smuggling of clear bear
into the country from neighbouring
countries.
•• Remove the 15% and 5% excise duty
on greenhouses and rose seedlings.
Deloitte Comment
Floriculture is a potential foreign
exchange earner and the measure
will encourage investment in the
sub-sector
•• Suspend customs duty on equipment
used for television and radio
transmission for two years effective 1
January 2016 in a bid to encourage
upgrading of existing infrastructure
for digital migration and also to
promote investment in community
Zambia Budget 2016 Beat the odds

11

based radio and television stations.
•• Increase the specific excise duty rate
on cigarettes from K90 to K200 per
1,000 sticks.
•• Introduce an export duty of 40%
on unprocessed wood and 20% on
semi-processed wood and increase
the customs duty on importation of
all wood and wood products to 40%.
•• Increase the excise duty rate on
refined edible oils to K4.00 from
K2.20 per litre.
•• Increase excise duty on plastic bags
from 10% to 20%. This is intended
to discourage the use of plastic bags
as plastics have an adverse impact on
the environment.
•• Introduce a surcharge of K2, 000 on
the importation of motor vehicles
older the five years from the year
of manufacture. The measure is
intended to deter the importation
of vehicles which are over 5 years to
minimise the adverse effects on the
environment caused such vehicles.

Other measures in the ZRA Budget
2016 Overview of Tax Changes
booklet but not in the budget speech
•• Remove customs duty on wattle
extract and chrome powder
•• Increase the minimum specific
customs duty rate on motor vehicles
excluding buses and trucks from
K2,000 to K6,000
•• Increase the customs duty rate to
30% on all motor vehicles excluding
buses, trucks, ambulances, prison
vans and hearses.
Deloitte Comment
We are of the view that this is
a significant revenue measure
although it was not included in
Minister’s budget speech
House Keeping Measures
•• Provide for the Minister responsible
for Finance to prescribe by
Statutory Order parameters for the
Commissioner General to adjust
specific rates under the Customs and
Excise Act.
•• Increase the fee payable on entry of
goods (Asycuda fee) from K125 to
K325
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•• Increase the prescription period
for taxpayers to keep records for
tax assessment purposes under the
Customs and Excise Act from 5 years
to 6 years.
•• Introduce a specific penalty of 3,000
fee units per day for late clearance of
goods allowed into the country for
in-bond carriage to another customs
port for further entry after the expiry
of the statutory limit of 15 days.
•• Introduce a provision to extend the
liability for an offence committed by
a corporate body to be extended to
directors or principal officers where
they have knowledge of the offence.

Value Added Tax
•• Increase the period for claiming input
Value Added Tax as an intending
trader for electricity generation from
2 years to 4 years.

Deloitte Comment
This measure will result in the
exemption from VAT of non-life
insurance services, which are
currently subject to VAT at the
standard rate of 16%. Exempt
businesses are not eligible for VAT
registration and as a consequence
VAT paid on their inputs is a cost to
the business as they are not eligible
for input VAT credit
House Keeping Measures
•• Review the Value Added Tax
(Exemption) Order to provide clarity
on financial services and products
that are eligible for VAT exemption.
•• Delete the word wheat from the
exemption order to maintain its
current status of zero rated.

•• Remove Value Added Tax on the
supply of insurance services and
introduce a 3% levy on insurance
premiums.

Zambia Budget 2016 Beat the odds
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Sector performance

Energy
The Government is conscious of the
adverse economic impact that the
current electricity deficit has on the
country’s economy.
Although the Government has
commenced power imports as a
short term mitigant to the current
situation, it acknowledges that this is
not a sustainable solution, given its
adverse impact on the country’s fiscus.
The Government recognises that the
long term solution lies in promoting
private sector participation in power
generation. To encourage private
sector investment, the Government
will continuously review and adjust
electricity tariffs to ensure that investors
get a fair return on their investments.
A number of power projects are
currently underway, designed to ease
the current power challenges including:
•• A 300MW coal-fired thermal plant in
Maamba which is near completion.
•• Completion of 150MW Kalungwishi
hydro power station.
•• A 120MW hydro power generation
project at Itezhi-tezhi due for
completion mid-2016.
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The Government has also invested
in other energy generating projects
including the upgrading of the
following:
•• Chishimba Falls mini hydro power
plant from 6MW to 14.8MW.
•• Musonda Falls mini-hydro power
plant from 5MW to 10MW.
•• Lusiwasi mini-hydro power plant from
12MWs to 101MW.
It is hoped that once these projects
come on stream, the energy sector will
emerge as one of the country’s major
foreign exchange earner.

Mining
The mining sector has not performed
to expectation. Output to August
2015 was 441,584 metric tonnes,
representing 55% of the projected
808,000 metric tonnes for the year.
Accordingly the annual target is unlikely
to be achieved.
This negative performance is attributed
to low copper demand, reducing prices
and electricity supply constraints.
Copper prices are estimated to have
fallen from an average of US $6,829 per
metric tonne in 2014 to US $5,160 per
metric tonne in 2015.

The Government’s response to the
challenges of the mining sector has
been to actively engage mining
companies with a view to minimising
job losses and keeping the mines
operational. Further, as detailed in the
tax section above, effective 1 July 2015
a new tax regime was implemented,
providing further relief to the sector.
Government aims to enhance
transparency in the mining sector
through the Mineral Output Statistical
Evaluation System for monitoring of the
mineral value chain in the country. The
development of the system has reached
an advanced stage, with full roll-out
targeted for June 2016.
Finally, the Government has expressed
its eagerness to diversify away from
copper mining to other minerals,
via the newly established Industrial
Development Corporation.

Tourism
Tourism has been identified as one of
the focus sectors, as Government seeks
to accelerate the diversification of the
Economy away from mining. In this
regard Government:

and cultural centres.
•• Has also made significant progress
towards the establishment of a
national airline which is scheduled to
start operating in 2016.
•• Will further operationalise the
Tourism and Hospitality Act of 2015
so as to provide for the sustainable
development of the tourism industry
through more effective planning,
management and coordination.

Debt Policy
External debt stood at US$6.3bn as
at 31 August 2015, representing an
increase of 31% from US$4.8bn as
at 31 December 2014. The increase
in external debt was attributed to the
US$1.25bn Eurobond issued in July
2015. Total external debt service for the
first nine months of 2015 amounted to
US$225.4m.
Preliminary data indicates that domestic
debt as at the end of September
2015 stood at US$26.5bn up from
US$23.5bn as at 31 December 2014,
primarily driven by an increase in
Government Securities.

•• Will continue to develop and
rehabilitate key infrastructure such as
access roads to tourist sites, airports
Zambia Budget 2016 Beat the odds
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In order to maintain public debt within
sustainable levels a number of measures
are proposed, including:
•• Limiting domestic borrowing by
focusing on accessing external
financing with lower interest rates
and longer repayment periods.
•• Strengthening project appraisal
processes to ensure that only projects
that meet a set return criteria, are
undertaken.
•• Establishment of a sinking fund
for the purposes of redeeming the
Eurobonds issued. To this effect,
Government has allocated K536.2m
in the 2016 budget to a sinking
fund, to build capacity to repay the
Eurobonds when they fall due.

Transport Infrastructure
Development
The Government has continued to
implement various infrastructure
programs such as the Link Zambia
8000, L400 in Lusaka, the soon to
be launched C400 on the Copperbelt
and the rehabilitation of rural roads
countrywide. K6.6bn has been allocated
to road infrastructure projects in 2016.
Government states that the road
construction and rehabilitation
programme:
16

•• Has created over 6,000 job
opportunities.
•• Led to a reduction in vehicle
maintenance costs and travel times.
•• Created economic growth poles in
outlying areas of the country.
Government is exploring innovative
ways to finance road infrastructure
development in a more sustainable
manner. In this regard, some
commercially viable road projects have
been identified and are earmarked to
be financed under the Public Private
Partnership Model.

Agriculture, Forestry and
Fisheries
The sector’s performance was
unfavourable during the 2014/2015
farming season mainly due to
inadequate rainfall augmented by over
reliance on rain fed agriculture.
To combat the realities of global
warming and enhance national
food security, Government under
the Irrigation Development Support
Programme will increase the area under
irrigation in 2016 by an additional 5,000
hectares bringing the total area under
irrigation to 22,500 hectares including
Lusitu in Chirundu, Mwomboshi in
Chisamba and Musakashi in Mufulira.

To boost productivity in the agricultural
sector which has been adversely
affected by inadequate rainfall and
over reliance on maize production,
Government intends to:
•• Continue focussing on crop
diversification. This will be achieved
by the implementation of the
electronic voucher scheme which
will take effect in the 2015/2016
agricultural season in thirteen
districts. The scheme will give farmers
a wider choice of inputs, including
requirements for livestock and
fisheries such as veterinary drugs,
fingerlings and fish feed.
•• Simulate growth in the Livestock and
Fisheries sub-sector by:
1. Providing the necessary technical
and financial support using the
newly established Ministry of
Livestock and Fisheries.
2. Enhancing the provision of
extension services and disease
control measures, primarily by
intensifying animal health care
and vaccination programmes
especially for Cattle and
Chickens.
3. Ensuring that vaccines are readily
available to farmers.
4. Increasing access to dipping
facilities by small scale farmers.
This will be achieved by

Government’s commitment
to continue to construct and
rehabilitate dip tanks across the
Country.
5. Construction and rehabilitation
of livestock extension
service centres and satellite
insemination centres.
6. Establishment of additional
breeding centres for goats and
sheep in an effort to increase
supply to both domestic and
export markets;
Key initiatives in 2016 will include:
•• Establishment of fish hatcheries in
each province and encouraging the
establishment by private owned
hatcheries.
•• Establishment of Fisheries Fund to
provide credit to small scale fish
farmers.
•• Promotion of fish cage culture
especially for tilapia, which will be
promoted through the creation of
aqua-parks in Rufunsa, Kasempa,
Mungwi, and Chipepo.
In order to enhance the growth in the
sector, the Government has allocated:
•• K56.7 million to facilitate the
expansion of the area under
irrigation;
Zambia Budget 2016 Beat the odds
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•• K1.0 billion to the Farmer Input
Support Programme (FISP) of which
K248.3 million will be disbursed
through the e-voucher modality. It is
expected that 480,000 farmers will
benefit from the targeted 1,000,000
beneficiaries of the programme.
•• K750 million to procure grain in the
2016 crop marketing season for the
food reserve agency.
•• K5 million for the establishment of
the Fisheries Development Fund.

Fiscal Policy
The Treasury will look to consolidate
the fiscal position so that Government
expenditure is primary financed
from domestic revenues. In this
regard, a number of measures will be
implemented, including:
•• Reducing allocations for non-core
recurrent allocations by more than
50%.
•• Enhancing domestic revenue
mobilisation.
•• Limiting domestic borrowing to 1.2%
of GDP in 2016.
In order to sustain investment
levels in essential socio-economic
infrastructure under this constrained
fiscal environment, Government will
increasingly engage the private sector
18

in identifying and appraising projects
which are commercially viable in order
to attract private financing.
To further strengthen domestic tax
administration, Government will:
•• Put in place measures that will
require VAT registered vendors to
use electronic fiscal cash registers
that will be interfaced with the
TaxOnline System. This will allow real
time capture of transactions for VAT
compliance purposes and reduce
under-declarations.
•• Accelerate the implementation of an
Electronic Cargo Tracking System to
ensure real time monitoring of cargo
movements transiting through the
country. This will mitigate revenue
leakages perpetrated through transit
fraud.
To enhance cash management,
Government has commenced the use
of the Treasury Single Account. All
payments by the Ministry of Finance are
now made through the Treasury Single
Account. It is envisaged that the full rollout of the Treasury Single Account will
be completed in 2016.

Manufacturing
In line with Government’s
Industrialisation and job Creation
Strategy, the growth of the
manufacturing sector remains critical
in Government’s efforts to diversify the
economy. A number of key initiatives
have been outlined:
•• Introduction of the Value Chain
Cluster Development Programme
which is designed to promote local
value addition. Government is
currently supporting more than 1,800
projects in activities such as mango
juice production and processing of
fish, rice, dairy, cotton, honey and
forestry products.
•• Providing targeted incentives in
designated areas such as Multi-Facility
Economic Zones to attract further
investment and create more jobs.

public sector departments to procure
locally manufactured goods for all
contracts which are valued at K3m
or less.
•• Promote strategic local industries
which have competitive advantage
and secure markets for Zambian
products in the region and beyond
through trade blocks such as the
Tripartite and Continental Free Trade
Areas.
•• Restructured the Zambia Bureau of
Standards and the Zambia Weights
and Measures Agency to enable them
effectively monitor the quality of
domestically produced goods to meet
international standards.

Social Sector
Health

•• In order to provide affordable
financing to SME’s, Government will
further recapitalise the Development
Bank of Zambia, National Savings
and Credit Bank and empowerment
agencies in 2016 to enable them
provide affordable financing to
SME’s.

Government’s focus in 2016 will be
completing the construction of health
facilities as well as on the recruitment,
retention and training of frontline
medical personnel. K 4.4bn has
been allocated to the health sector
accounting for 8.3% of the total
budget. Of this, K 754.0m has been
allocated to drugs and medical supplies.

•• Revision of the public procurement
guidelines to support local
manufacturers. From 1 September
2015, it became mandatory for all

In order to enhance health care service
delivery and ensure timely provision
of drugs and medical supplies,
Government will continue with the
Zambia Budget 2016 Beat the odds
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establishment of regional drug supply
hubs, which is expected to significantly
improve the distribution of drugs to
health facilities country wide.
Government also intends to set up
a National Social Health Insurance
Scheme to achieve universal health
coverage.

Education and skills development
The focus for 2016 will be on
completion of the various education
infrastructure currently under way,
including early childhood, primary and
secondary facilities. In order to reduce
pupil-teacher ratio, teacher recruitment
and retention at all levels is expected to
continue.
For 2016, Government has allocated
K 9.1bn to the education and skills
development sector, accounting for
17.2% of the budget. This is a reduction
of K 0.3bn from the 2015 allocation
budget. K 637.3m has been allocated to
school infrastructure and K 310.9m to
student loans and bursaries.
Government will continue to roll out the
revised education curriculum in 2016
which focuses, in part, on inculcating
information and communication
technology skills in children at an early
age. Piloting of the two tier education
system which gives learners an option
20

to pursue an academic or vocational
pathway will be accelerated in 2016.
Under the tertiary sub-sector,
Government will:
•• Continue with the construction of
Lubwa, Chalimbana and Palabana
University.
•• Continue with the expansion of
student accommodation at the
University of Zambia, Copperbelt
University, Mulungushi University and
Evelyn Hone College.
•• Operationalise Robert Makasa
University in Muchinga Province.
•• Commence the construction of
King Lewenika University in Luapula
Province and the three university
colleges in Katete, Nalolo and
Solwezi.
Water Supply and Sanitation
Government plans to increase rural
access to clean and safe drinking water
from the current 67% to 69% and
access to sanitation from 44% to 47%.
This will be achieved through:
•• Construction of 2,500 water points
mainly comprising boreholes.
•• Rehabilitation of 700 dysfunctional
water points.

For 2016, Government has allocated
K 468.8m to Housing and Community
Amenities sector of which K 283.6m is
to Water Supply and Sanitation.
Other key initiatives for 2016 include:
•• Construction of 500 institutional
sanitation facilities in rural areas to
promote community-led approaches
to sanitation.
•• Increase access to clean and safe
drinking water in urban and peri
urban areas from the current 87%
to 89%.
•• Procurement of solid waste
equipment and construction of
engineered landfills to better
manage waste and ensure a cleaner
environment.
•• Promotion of more research in
sustainable solid waste management
initiatives such as recycling and
waste to energy innovations under
the Keep Zambia Clean and Healthy
Programme.

Social Protection
For 2016, Government proposes to
allocate K 1.3bn to the Social Protection
sector of which K 805.0m is for the
Public Service Pension Fund. This
accounts for 2.4% of the total budget.
K 302.0m has been allocated to Social
Security Cash Transfer.
Key initiatives for 2016 include:
•• Expansion of the Social Cash Transfer
Programme. A total of 250,000
vulnerable beneficiaries will be
targeted.
•• Continued provision of Public
Welfare Assistance Scheme including
providing vulnerable children
with access to education and
skills training. A total of 50,000
beneficiaries will be targeted under
the scheme in 2016.

•• Revision of the Water Supply
and Sanitation Act No. 28 of
1997 in order to strengthen the
implementation of water supply and
sanitation programmes in the country.

Zambia Budget 2016 Beat the odds
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Monetary and Financial Sector
Policy
Zambia’s growth in 2015 is projected
to slow down to 4.6%, which is
significantly lower than the 7.0%
announced in October 2014.
Government attributes this to:
•• The weaker global economic activity,
especially in China and the Eurozone
which has dampened demand for
commodities and lowered mining
sector output.
•• Reduced agricultural output due to
poor rainfall.
•• Electricity supply constraints, which
will have a direct adverse impact on
economic output.
The 2015 budget deficit is expected
to widen to 6.9% of GDP from the
projected 4.6% of GDP, driven by:
•• The decline in copper prices, which
has reduced Zambia’s foreign
exchange earnings to US $3.6bn in
the first half of 2015 from US $5.0bn
over the same period in 2014.
•• Depreciation of the Kwacha due to
international and domestic factors.
•• Higher interest payments.
•• Outstanding obligations for fuel and
crop purchases.
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Non-food inflation fell to 7.3%
in September 2015 from 8.4% in
December 2014, largely on account of
reduction in fuel pump prices affected
in January 2015. On the other hand,
food inflation rose to 8.1% from 7.4%
over the same period. The net effect
was a decline in the overall inflation rate
to 7.7% in September 2015 from 7.9%
in December 2014.
Trading activity of the Lusaka Stock
Exchange declined in 2015 mainly
due to strengthening of the US
economy which has attracted portfolio
investments out of equity in developing
and emerging markets.
Government states that Bank of
Zambia’s interventions in the foreign
exchange market, will be limited to
smoothening short term volatility and
building up international reserves. Bank
of Zambia will also continue to engage
stakeholders in order to improve the
operations of the foreign exchange
market and encourage development of
hedging instruments.
Macroeconomic policy measures in
2016 will aim to:
•• Achieve an annual real GDP growth
rate of 5.0%.
•• Increase domestic revenue
mobilisation to at least 20.4% of GDP
from 18.1% projected in 2015.

•• Reduce the budget deficit to 3.8%
of GDP from 6.9% projected in 2015
and limit domestic borrowing to
1.2%.
•• Maintain single digit inflation with an
end year target rate of no more than
7.7%.
•• Accelerate the diversification of
the economy, particularly towards
tourism, energy, agriculture and agro
processing.
•• Maintain international reserves at no
less than 4 months of import cover.
•• Create employment opportunities
through accelerated implementation
of programmes such as the
industrialisation and job creation
strategy and youth empowerment
action plan.

Structural Reforms
The Government has embarked on steps
to reinvigorate and reposition the cooperative movement to be an effective
vehicle for national development.
Accordingly, cooperative development
will be extended to all business sectors.

Public financial management
As part of the Public Financial
Management reforms, the Government
is in the process of implementing the
pilot Output Based Budgeting (“OBB”).
OBB is result oriented budgeting process
which aims to align Budget allocations
more closely with national development
priorities.
A number of reform measures have
been proposed:
•• The roll out of Integrated Financial
Management to Provinces, line
Ministries, and other Spending
Agencies are to be completed in
2016.
•• Enhancement of cash management
through the operationalization of the
Treasury Single Account which should
be fully rolled out in 2016.
•• Development of the Mineral Output
Statistical Evaluation System for
monitoring of the country’s mineral
value chain has reached an advanced
stage. Full roll out is expected in
2016.
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Development planning
The Revised Sixth National Development
Plan is coming to an end in 2016
and as such Government is in the
process of preparing the Seventh
National Development Plan. The plan
will incorporate among other issues,
international and regional initiatives
such as the Sustainable Development
Goals and the African Union’s Agenda
2063.
Fiscal Decentralisation
Full fiscal decentralisation will be
implemented once capacity has
been built in local councils. Funds for
devolved functions will be transferred
through the Treasury Single Account.
Government is also reviewing the
Constituency Development Fund
(“CDF”) implementation modalities to
enhance community participation in the
identification of projects, improve the
efficiency of projects and raise their long
term impact.

•• Establishment of the Credit Reference
Bureau to address the poor credit
culture.
•• Promotion and development of bank
branches, agencies, Automated Teller
Machines and Point of Sale terminals
throughout the country.
To increase financial inclusion,
Government will facilitate the
operationalization of a National
Financial Switch platform. This will
integrate different payment channels
such as Automated Teller Machines,
Point of Sale terminals, mobile and
internet banking platforms and other
e-commerce and e-government
platforms.

Industrial Development Corporation

Financial sector reforms

Government has transferred its shares
in 29 out of 33 State-owned Enterprises
from the Ministry of Finance to the
Industrial Development Corporation
(“IDC”). The IDC will promote economic
diversification and increase nontraditional exports by investing in
strategic non-mining sectors.

The Financial Sector Development
Plan came to an end in June 2015.
This delivered a number of milestones,
include:

Dividends earned by IDC will be
channelled to the Sovereign Wealth
Fund to spur further investments for
future benefits.
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Conclusion

In his Budget address, the Minister has
candidly stated that Government will
face further head winds in 2016 to its
quest to achieve broad based economic
growth. The challenges will stem, in
part, from enhanced risks from climate
change and the weak global economic
outlook.
Despite these challenges, Government
indicates that it remains committed to
social justice anchored on consistent,
predictable and market friendly
economic policies.

Government is eager that Zambia
remains a credible investment
destination and accordingly, it has
no intentions of introducing “crude
controls even in the critical area of
foreign exchange”.
It is against this backdrop that the
2016 budget is themed “Fiscal
Consolidation to Safeguard Our
Past Achievements and Secure a
Prosperous Future for All”

NOTE
The amendments to legislation proposed in the Budget Address must be
approved by Parliament. Changes may occur to the Budget proposals before
they are enacted.
Therefore, until legislation has been enacted, these proposals should be
read only as an indication of the Government’s intentions.
Similarly, the tax card accompanying this Budget Brief is provisional in nature.
This brief is prepared based on the Minister of Finance’s 2015 Budget Address
to the National Assembly made on 9 October 2015 and the ZRA publication,
2016 Budget: Overview of Tax Changes.
While all reasonable care has been taken in the preparation of this Brief,
Deloitte & Touche accepts no responsibility for any errors it may contain,
whether caused by negligence or otherwise, or for any loss, however caused,
sustained by any person that relies on it.
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Appendix 1: Statistics
2015

2014

2013

2012

2011

176.9

162.7

144.7

128.4

115.4

Real GDP Growth (% p.a)

3.6

4.6

6.7

6.7

6.3

Inflation, Period End (% p.a)

8.1

7.8

7.1

7.3

6

Weighted Lending Base Rate

9.9

11.2

9.3

8.8

18

Economic Indicator
Nominal GDP (ZMK bn)

External Debt(US$ m)
Debt Stock

5,900

5,500

5,600

5,400

4,900

Debt Service Paid

225

365

433

227

204

Debt Service Due

225

365

433

231

204

January

14

8

7.5

6.9

6.7

July

14

8

7.6

7.5

7.1

December

NA

12

8

9.5

7.1

Monthly Average 91 Day Treasury (%)

Commodity Exports
Copper Production (1,000 Metric Tonnes)

649.7

730

760

751

743

Average Copper Price (US$/MT)

5,160

6,829

7,389

7,295

8,397

Average (ZMK/ US$)

9.19

6.16

5.39

5.14

4.86

Average (ZMK/ZAR)

0.89

0.55

0.56

0.62

0.67

16.2

15.7

15.2

14.8

14.3

Exchange Rate

Population and Income
Population (millions)

NA - Not Available
Source: 2011 to 2016 Budget Address, BMI, EIU and World Bank

Zambia Budget 2016 Beat the odds

27

Appendix 2: 2016 budget
summary
2016 Budget

2015 Budget

2014 Budget

ZMK’ million ZMK’ million 2014
Budget ZMK’
million

ZMK’ million
2013 Budget
ZMK’ million

Revenue
Company Income Tax

3,239.1

2,399.4

4,046.9

Pay As You Earn

7,934.4

7,466.9

5,132.1

Other Income Taxes

3,166.8

1,926.9

1,601.7

Mining Tax

2,889.1

5,936.9

2,185.7

Customs, Excise and Trade Taxes

6,132.5

6,974.8

5,577.4

Value Added Tax

9,893.5

6,576.7

8,099.1

Non-Tax Revenue

7,645.3

738.9

731.9

Exceptional Revenue

1,164.4

3,083.7

2,163.7

Domestic Borrowing

2,509.5

3,772.0

3,501.8

545.9

1,213.6

2,626.6

7,971.3

6,576.7

7,015.1

44.0

-

-

53,135.8

46,666.6

42,682.0

19,171.6

12,040.2

10,729.3

3,145.8

3,247.2

2,744.3

Grants
External Financing
Insurance Premium Levy
Total Revenue
Expenditure
General Public Services
Defence
Public Order & Safety
Economic Affairs

1,840.6

2,180.0

2,121.4

13,247.2

12,746.6

11,943.4

Environment Protection

151.4

175

165.2

Housing & Community Amenities

468.7

798.7

661

4,431.9

4,464.1

4,228.4

261.6

323.6

298.9

Health
Recreation & Culture
Education

9,143.2

9,433.3

8,607.0

Social Protection

1,273.8

1,257.8

1,183.0

53,135.8

46,666.6

42,682.0

Total Expenditure
Source: 2014 to 2016 Budget Address
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2016 Budget Contribution to Revenue

6.1

15

0.1
1.0

14.9

4.7
2.2

6.0
5.4

14.4
11.6
18.6

Company Income Tax
Pay As You Earn
Other Income Taxes
Mining Tax
Customs, Excise and Trade Taxes
Value Added Tax
Non-Tax Revenue
Exceptional Revenue
Domestic Borrowing
Grants
Insurance Premium Levy
External Financing

Source: 2016 Budget Address

2016 Budget Contribution to Expenditure

2.4
17.2

36.1

0.5
8.3
0.9
0.3
5.9
24.9

3.5

General Public Services
Defence
Public Order & Safety
Economic Affairs
Environment Protection
Housing & Community Amenities
Health
Recreating & Culture
Education
Social Protection

Source: 2016 Budget Address
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9
8

Appendix 3: Graphical
economic trends
7
6
5
4
3
2
1
2011

2012

2013

2014

2015

Inflation and Real GDP Growth Rate (%)

9

8.1
7.3

8
7

7.6
7.1

6.3
Real Growth rate (%)
6.7

6

6.7

Inflation (%) p.a

6.0

5
4.6

4

3.6

3
2
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2015

Source: BOZ, BMI

Average Exchange Rate (ZMK / 1 US$)
10
9

9.2

8
7
6

6.2

5
4

4.9

5.1

2011

2012

5.4

3
2
1
Source: BOZ, BMI
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9

2013

2014

2015

2016 Export Destination (%)

11.8%

Switzerland
China

5.1%
5.7%

Congo DR

6.5%

59.5%

Singapore
South Africa
Other

11.4%

Source: Central Statistics Office

2016 Origin of Imports (%)

30.7%

34.8%

South Africa
Congo
Kenya
China
Kuwait
Other

4.7%
13.1%

10.8%
5.9%
Source: Central Statistics Office
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Appendix 4: 2015 vs 2016
expenditure budget by
function
Comparison of budget
expenditure by funtion
General Public Services
Public Affairs and Summit
Constitution Making Process

2015 Budget 2016 Budget

Absolute
change

K’million

K’million

y/y % change

K’million

12,040

19,172

59

7,132

69

83

20

14

29

0

-100

-29

Constituency Development Fund

210

0

-100

-210

Local Government Equalisation
Fund

587

717

22

130

Domestic Debt Interest

2,896

3,549

23

653

External Debt Interest

2,392

3,616

51

1,224

Compensation and Awards
Tripartite Elections/Referendum
Sinking Fund
Defence
Public Order and Safety

100

100

0

0

0

728

728

728

0

536

536

536

3,247

3,146

-3

-101

2,180

1,841

-16

-339

12,747

13,247

4

501

Empowerment Funds

124

373

Sovereign Wealth Fund

100

Economic Affairs

Farmer Input Support Programme
Strategic Food Reserve/Food
Reserve Agency
Rural Electrification Fund

202

250

-100

-100

1,083

1,000

-8

-83

993

750

-24

-243

71

118

67

47

600

0

-100

-600

Roads Infrastructure

5,627

6,630

18

1,003

O/W GRZ Contribution

3,226

0

-100

-3,226

Environmental Protection

175

151

-13

-24

Housing and Community
Amenities

799

469

-41

-330

Water Supply and Sanitation

541

284

-48

-257

ZESCO Power Rehabilitations
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Comparison of budget
expenditure by funtion
Health

2015 Budget 2016 Budget

Absolute
change

K’million

K’million

y/y % change

K’million

4,464

4,432

-1

-32

Drugs and Medical Supplies

754

754

0

0

Medical Infrastructure and
Equipment

268

387

44

119

Recreation, Culture and Religion

324

262

-19

-62

Education

9,433

9,143

-3

-290

School Infrastructure

1,070

637

-40

-432

650

390

-40

-260

0

311

311

311

1,258

1,274

1

16

University Infrastructure
Student Loans and Bursaries
Social Protection
Public Service Pension Fund

805

805

0

0

Social Cash Transfer

181

302

67

121

O/W GRZ Contribution

150

0

-100

-150

50

20

-60

-30

46,667

53,136

14

6,469

Food Security Pack
Grand Total
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Appendix 5: 2015 vs 2016
revenue budget
Comparison of budget
expenditure by funtion

2015 Budget 2016 Budget
K’million

Absolute
change

K’million y/y % change

K’million

Total Tax Revenues

31,283

30,410

-3

-872

Income Tax

11,793

14,340

22

2547

0

44

0

44

5,937

0

-100

-5937

Insurance Premium Levy
Mineral Royalty
Value Added Tax

6,577

9,894

50

3317

Customs and Excise

6,975

6,133

-12

-842

Non-Tax Revenues

3,823

11,699

206

7876

Domestic Revenue

35,105

42,109

20

7004

Domestic Borrowing

3,772

2,510

-33

-1262

Earmarked Bonds

2,417

0

-100

-2417

Foreign Grants

1,214

546

-55

-668

Foreign Financing
Total Revenue and Financing

4,159

7,971

92

3813

46,667

53,136

14

6469

Note: Mineral Royalty reallocated from Tax to Non-Tax Revenues
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