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REPUBLIC OF ZAMBIA –
2021 BUDGET HIGHLIGHTS
PART I-GLOBAL AND DOMESTIC ECONOMIC REVIEW
GLOBAL ECONOMY
1.

Corona Virus 19 (“COVID 19) has stressed health systems in most countries across the world,
resulting in an unplanned and an escalation in health related expenditure.

2.

The global economy is projected to contract by 4.9% due to the adverse effects of the
COVID-19 pandemic.

3.

Advanced economies are expected to contract the most by 8.0% this year compared to the
growth of 1.4% in 2019.

4.

Emerging markets and developing economies are forecast to decline by 3.0% after growing
by 3.7% in 2019. China is the only economy expected to register a positive growth of 1.0% in
2020 compared to 6.1% in 2019.

5.

Sub-Saharan Africa, economic activity is projected to contract by 3.2% from a positive outturn
of 3.1% in 2019. The larger economies of Nigeria and South Africa are projected to contract by
5.4% and 8.0%, respectively.

6.

Copper prices are projected at US$5,500/tonne in 2020 compared to US$6,200/tonne in 2019.
copper prices have since risen, peaking at US$6,840/metric tonne in September 2020

7.

Crude oil prices average US$41/barrel in 2020, compared to US$66/barrel in 2019. Crude oil
prices have also started rising, reaching US$46/barrel.

DOMESTIC ECONOMY
GROWTH AND INFLATION
1.

Real GDP growth is projected at negative 4.2% in 2020, the first recession since 1998.

2.

Over the first 8 months of 2020, inflation exceeded the medium-term target range of 6-8%,
averaging 15.0%. Inflation rose to 15.5% in August from 11.7% in December 2019. This was
mainly driven by the upward adjustment in energy prices, higher food prices and the passthrough from the depreciation of the Kwacha.

3.

The Kwacha depreciated to K19.95 against the US dollar as at 22nd September, 2020 from
K14.05 at end-December 2019. This represents a depreciation of 41.9%. The depreciation
largely reflects supply constraints and increased demand for foreign exchange, particularly
the importation of agricultural inputs, health related supplies and procurement of petroleum
products.
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MONETARY PERFORMANCE
1.

The commercial banks’ average lending rate declined to 25.8% in August 2020 from 28.0% in
December 2019. This was mainly driven by the reduction in the Monetary Policy Rate to 8.0%
from 11.5% and the improvement in liquidity levels in the market.

2.

The ratio of non-performing loans to total loans rose to 12.6% in July 2020 from 8.9% in
December 2019, exceeding the prudential threshold of 10.0%. The increase in non-performing
loans was attributed to the slowdown in economic activity which negatively impacted
borrowers’ capacity to meet their loan obligations.

3.

The ratio of non-performing loans to total loans remained above the prudential maximum
benchmark of 10.0% at 24.9%.

4.

Credit to the private sector grew by 10.4% to K38.4billion in June 2020 compared to a growth of
17.2% in December 2019. Credit to Government grew by 46.9%, year-on-year, in June compared
to 17.2% in December 2019. The overall performance and condition of the banking sector was
rated as satisfactory as at July 2020.

FISCAL PERFORMANCE

1. Revenues and grants amounted to K42.8billion during the period January to August 2020 which
was 7.7% below the target of K46.4billion. The underperformance is on account of subdued
economic activity.
2. Revenues and grants are now projected at K65.9billion by the close of 2020, which is 12.0%
below the target of K75.0billion
3. Due to the fall in revenues and grants and the increase in spending, the fiscal deficit, on a cash
basis, is expected to rise to 11.7% of GDP by the end of 2020 against the target of 5.5%.
GOVERNMENT’S EXTERNAL DEBT

The external public debt stock increased to US$11.97billion as at end-June 2020 from
US$11.48billion at the close of 2019, representing an increase of 4.3%. This increase is attributed to
disbursements on existing loans which are financing various projects in the energy, education, road
and health sectors.
PART II-MACROECONOMIC OBJECTIVES, POLICIES AND STRATEGIES IN 2021
2021 MACROECONOMIC OBJECTIVES

1. Achieve a real GDP growth rate of at least 1.8%;
2. Reduce the inflation rate towards the 6-8% medium-term target;
3. Increase international reserves to at least 2.5 months of import cover;
4. Reduce the fiscal deficit to 9.3% of GDP; and
5. Achieve domestic revenue mobilization to at least 18% of GDP.
CRITICAL SECTOR POLICIES: 7TH NATIONAL DEVELOPMENT PLAN: PILLARS
1.

Pillar I: Economic diversification and job creation: (agriculture, mining, tourism and
industrialisation are expected to drive growth while energy and infrastructure development
will be key enablers);

2.

Pillar II: Poverty and vulnerability reduction: (Government will continue to safeguard
livelihoods and protect the vulnerable by scaling up social protection programmes and climate
change interventions);
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3.

Pillar III: Reducing development inequalities: Key interventions include the construction of
roads to facilitate market linkages between urban and rural areas and the electrification of rural
areas.

4.

Pillar IV: Enhancing Human Development: (Government will continue to prioritize education
and skills development, health and water and sanitation in 2021);

5.

Pillar V: achieving economic recovery and building resilience to safeguard livelihoods and
protect the vulnerable, especially in the wake of the COVID-19 pandemic.

MONETARY AND FINANCIAL SECTOR POLICIES
1.

Brining back a target range for inflation of 6-8%.

2.

The Bank of Zambia will continue to pursue regulatory policies that strengthen the resilience of
the financial sector in the wake of theCOVID-19 pandemic. In this regard, the Bank of Zambia
has adopted financial stability and financial inclusion as two focus areas in its 2020 to 2023
Strategic Plan.

3.

The fiscal deficit is targeted to reduce to 9.3% of GDP in 2021 from the 11.7% projected outturn
for 2020.

4.

All Ministries, Provinces and Spending Agencies have now migrated from Activity Based
Budgeting to Output Based Budgeting. This budgeting system is more performance oriented and
enhances transparency and accountability.

5.

To strengthen the resilience of the financial sector, the Bank of Zambia introduced the Targeted
Medium-Term Refinancing Facility with an initial amount of K10billion. The Facility allows
Financial Service Providers under the supervision of the Bank of Zambia to access funds at
relatively low interest rates, currently at 8.0%, for on-lending to businesses and households.

DEBT MANAGEMENT POLICY

1. So far, US$1.1billion pipeline loans have been cancelled and US$280.0million has been saved
from the re-scoping of projects. Further, Government with the help of international financial
and legal advisors is devising a liability management strategy aimed at putting our public debt
on a sustainable trajectory.
2. The Bank of Zambia launched the E-Bond Electronic Trading Platform in August this year. This
allows for the trading of Government bonds electronically, initially between banks. The trading
of bonds on this platform will be rolled out to other investors in 2021

PART III-THE 2021 BUDGET
1. Government proposes to spend K119.6b i l l i o n in 2021 which translates to 32.6% of GDP.
Of this amount, K68.0billion, representing 18.5% of GDP, will come from domestic revenues
and grants. The balance of K51.6billion will be raised through financing.
2. The fiscal deficit is targeted to reduce to 9.3% of GDP in 2021 from the 11.7% projected outturn
for 2020.
3. the allocation of resources in this Budget is based on priority areas identified in the Economic
Recovery Programme, which is aligned to the re-scoped Seventh National Development Plan
and further reflects Government response to the COVID-19 pandemic
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REVENUE MEASURES: TAX MEASURES
1. Raise the exempt threshold for Pay-As-You-Earn to K4,000 from K3,300/month and adjust the
income tax bands accordingly.

2. Increase the amount allowed for deduction by an employer for employing a person with
disability to K2,000/annum from K1,000/annum.
3. increase the tax credit for individuals to K500/month from the current K250/month.
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4. Provide relief to
the horticulture and floriculture subsectors: increase the number of
years for claiming the 10% development allowance to 5 years from the existing 3
years. This allowance is applicable to persons growing rose flowers, tea, coffee, banana
plant or citrus fruit trees or other similar plants or trees.
5. Harmonise the presumptive tax structure for the gaming and
increase the tax rate on betting to 25% from 10% of gross takings.

betting

industry:

VALUE ADDED TAX AND REINTRODUCTION OF SALES TAX

1. To support the scaling
up
zero rate all tractors for Value
90 Horse Power are zero rated.

of
Added

agricultural productivity through mechanisation,
Tax
purposes. Currently, only tractors up to

2. To combat the spread of COVID-19: to zero rate equipment used for full body
sanitisation for a period of one year. This measure will take effect from midnight tonight.
CUSTOMS AND EXCISE

1. Suspend import duty on biological control agents;
2. Remove import duty on greenhouse plastics;
3. Reduce import duty to 15% from 25% on selected bulb plants and seedlings;
4. Reduce import duty on secateurs and pruners to 5percent from the current 15% and 25%,
respectively;
5. Remove import duty on selected agricultural clippers; and
6. Remove export duty on crocodile skin.
7. To stimulate economic activity in other sectors:
(a). Remove import duty on copper ores and concentrates to encourage local processing;
(b). Suspend
import
duty
on
importation
support the domestic and export markets;
(c). Reduce import duty to 5%
from 25%
promote the local garments and textile industry; and

of
on

refrigerated
selected

trucks
trimmings

to
to

(d). Lower import duty to 15% from 30% on electric motor vehicles to reduce the use of fossil
fuel.
8. To support local production,
the

aforementioned

build

resilience

and mitigate the revenue loss arising from

measures:

(a). Increase import duty to 40% from 25% on agro products such as beef and beef processed
products, pork and pork processed products, chicken and chicken processed products as
well as fish imported from outside the SADC and COMESA regions;
(b). Introduce excise duty at the rate of K1.50/litre on reconstituted milk;
(c). Harmonize import duty rate on reconstituted milk with other forms of milk at 15%;
(d). Adjust the specific excise duty rate on cigarettes to K302/mille from K265;
(e). Introduce a surtax at the rate of 20% on imported un-denatured ethyl alcohol of an
alcoholic volume strength of 80% or higher;
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(f). Introduce excise duty on plastic flat bags at the rate of 30%; and
(g). Harmonize the import duty rates of cotton and polyester
valorem rate or K1.82/ kilogram whichever is higher.

fabric

at

15% ad

9. To resuscitate the tourism sector and promote local tourism:
(a). Reduce corporate income tax rate to 15% from 35% on income earned by hotels and lodges
on accommodation and food services;
(b). Suspend import duty on safari game viewing motor vehicles, tourist buses and coaches;
(c). Suspend license of renewal fees paid by hotels and lodges;
(d). Suspend the retention fees paid by tourism enterprises; and
(e). Suspend registration fees for hotel managers
10. Further tax incentives:
(a). Introduce a local content allowance for income tax purposes for utilisation of
selected local raw
materials
to
encourage
local
content
and
value
addition; and
(b). Reduce
the
investment
threshold
for
a
Zambian
citizen to qualify for tax incentives under
the
Zambia
Development
Agency Act No.11 of 2006 to US$100,000 from US$500,000 for those
intending to operate in a priority sector, a multi-facility economic zone or
industrial park.
REVENUE MEASURES: NON-TAX MEASURES
1. To amend the Income Tax Act, Customs and Excise Act, Property Transfer Tax Act and Value
Added Tax Act so as to update, strengthen and remove ambiguities in certain provisions of the
tax laws and make tax administration more effective. The details of the changes will be
reflected in the respective legislation to be brought to the House.
2. To remove the discount granted to the public on fees where payment for online
registration of a private company limited by shares and the filing of annual returns made
online on the e-PACRA System
3. All the measures, with the exception of Sales Tax, will take effect on 1st January, 2021.
DISCLAIMER
The information contained in this document is based on the Budget Address presented by the
Minister of Finance, Honourable Bwalya N’gandu, MP Minister of Finance Delivered to the
National Assembly on Friday, 25th September, 2020. This document provides an overview of the
announcements made in the speech and whilst every effort has been made to ensure its accuracy we
are unable to accept responsibility for errors and omissions. It should be noted that the measures as
introduced by the Budget Address are subject to Parliamentary approval. No financial decisions
should be made based solely on the information contained herewith and no liability will be
accepted for decisions based on its contents without further consultation with an official
representative of EMM Corporate Partners.
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