











4.2. SUPPORT TO HUMAN AND SOCIAL DEVELOPMENT

The 2026 National Budget has placed a strong emphasis on human development, aligning with the
Government’s commitment to improving the well-being of its citizens. The budget has up-scaled
allocation to various social sectors to consolidate social gains from past achievements.

Table 6: Social Sector Budget Allocation

2026 Percentage of 2026 2025 Percentage Allocation of
Allocation Budget Allocation 2025 Budget

Education & Skills Development 33.04 billion 13 31.49billion 14.5
Health 26.17 billion 10.3 23.17 billion 10.7
Social Protection 15.67 billion 6.2 16.16 billion 7.4

Water and Sanitation 1.8 billion 0.72 2.31billion 1.06

Source: 2025, 2026 budget speech
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4.2.1. EDUCATION AND SKILLS DEVELOPMENT
]

In 2026, the Ministry of Education Budget stands at K33.04 billion, which has been a steady increment
from K18.1 billion in 2022 as a means of supporting free education. The allocation is spread across 6
programme areas as indicated in the table below;

Table 7: Education Sector Budget Allocation

Allocation (K) % of Total Education Budget

Primary Education 13,713,809,631 41.5%
Secondary Education 10,696,928,512 32.4%
University Education 2,845,369,708 8.6%
Early Childhood Education 885,014,910 2.7%
Youth & Adult Literacy 54,295,399 0.2%
Management & Support Services 4,844,580,840 14.6%

Source: 2026 National Budget Speech

Government’s emphasis on the education sector as a key driver for Zambia’'s
economic and social transformation is underscored by strides made in the sector.
Particularly, with the introduction of free primary and secondary education in 2022
and the elimination of school fees was a significant policy shift aimed at increasing
access to education for all as a way of bridging socio-economic gaps that pose a
threat to education access and perpetuate the cycle of poverty, especially among the
poor and vulnerable. Since the introduction of free education, enrollmentin primary

Since the introduction of
and secondary schools has increased by about 2.3 million learners. In order to free education, enrollment in
primary and secondary schools

. . . . ] has increased by about 2.3
recruited over 42,000 teachers in 2022, with an additional 2,000 teachers in 2025, million learners.

complement this policy shift and enhance the quality of education, the Government

while aiming to recruit 3,500 in 2026.

Toaddressgenderbarrierstoeducation, the Governmenthasallocated K492,096,104
to the Keeping Girls in School programme, which aims to enhance gender equality,
increase access for girls and improve their life outcomes. Reports suggest that
about 15% of girls globally lack access to secondary education, which consequently
increases their vulnerability (UNICEF, 2015). Further, research shows that when
girls access education, their health outcomes and those of their children improve by

about 20 percent including nutrition indicators among educated mothers (UNESCO, Reports suggest that about

2017). Therefore, the programme is crucial to advancing sustainable and inclusive 15% of girls globally lack
access to secondary education,
development.

which consequently increases

. . their vul bility.
In order to encourage school attendance, the Government has been implementing e vuineraniity

the school feeding program through continued budget support. The 2026 National
Budget has proposed to upscale the school feeding programme, which currently
caters to over 4.6 million learners to all 116 districts in 2026 from 106 districts.
According to the Zambia Demographic Health survey 2024, Zambia has a high
prevalence rate of malnutrition and stunting, with a national average child stunting
rate 32% with Luapula and Northern provinces ranking high at 45 percent and
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43 percent respectively, while Southern and Western provinces are at 29 percent. ‘
Child wasting is at 4 percent, while children classified as underweight stand at 12 E 4
percent. The school feeding programme is critical to improving the life outcomes
of children through improved health and nutrition status; it also has the potential
to positively impact enrollment and retention, thereby enhancing human capital
development.

With regards to school infrastructure, 317 secondary schools were under The 2026 National Budget

. h fwhich 15 leted i d has proposed to upscale the
construction across the country, of which 151 were completed in 2024 and 46 are school feeding programme,
scheduled for completion in 2025. An additional 120 schools will be completed in which currently caters to over
2026. In order to improve the state of infrastructure in schools, the Government ~ +% cibieplzevzs e el dde

. . o districts in 2026 from 106

through Constituency Develipment Fund (CDF) procured 1.6 million desks across districts.
the country, with 42% being supplied locally. At tertiary level, construction of hostel
blocks at the Copperbelt University and the University of Zambia will be completed ‘

in 2026.

To align the education system with the demands of the labour market, the
Government is implementing the 2023 Revised Curriculum in a phased manner,
with the full rollout scheduled for 2029. The 2026 National Budget has allocated
K300million towards implementation of the new curriculum an upward adjustment

from K150 million in 2025. Aligning curriculum with current needs is crucial in V\,/L,tf':‘;setgﬁ,ﬁfﬁz 5;'1";01
developing skills to support Zambia’s developmental aspirations while providing secondary schools were

innovative solutions to global challenges. In the area of skills development, the under COHS;W;ﬁ%n 10565055 the
. . . . country, of whic were

Government has, since 2022, provided bursaries to 28,212 students and trained e

209,864 youths from TEVET institutions. In 2026, the Government will provide scheduled for completion in

bursaries to 6,000 students and train 100,000 youths in various skills. 2025.
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4.2.2. HEALTH

Health is an essential pillar in attaining human and social development and has a
significant bearing on economic growth. Reports suggest that a healthy workforce
contributes about 11%-15% of a country’s economic growth (Bloom & Canning,
2000; WHO, 2013). In 2026, Government has allocated K26. 17 billion towards
the health sector with key programmes such as drugs and medical supplies (K6.4
billion), health infrastructure (K1.6 billion), hospital operations (K1.1 billion) and
medical equipment (K953 million).

To address challenges such as health facility distribution inequities, Government has
made strides in infrastructure development through the completion of 282 facilities
including 7 Level-1 hospitals, 111 mini-hospitals, 33 health centers, and 131 health
posts, with ongoing phase two projects to include the construction of 5 Level-1
hospitals in Choma, Kabwe, Monze, Solwezi, Zambezi, and 120 mini-hospitals across
the country (Ministry of Health, 2024). Additionally, the Government has been
aiming to enhance maternal health through the construction of maternity annexes
funded under CDF. These facilities are key to advancing universal health coverage
as expanded infrastructure enhances access, especially in rural and underserved
areas (Beyene et al.,, 2019). The focus on maternity annexes aligns with maternal
health priorities, potentially reducing maternal mortality (World Bank, 2020).

With regards to improved access to health provision through adequate healthcare
personnel, Lassi et al. (2016) argue that increased staffing can improve service
availability, reduce wait times, and enhance quality of care. Further, WHO
recommends a minimum of 23 health workers per 10,000 population to achieve
Universal Health Coverage (UHC) (WHO, 2016). Some notable strides have been
made to improve human resources in the sector through the recruitment of about
18,305 health workers in 2022. The government plans to recruit an additional 2,000
health workers by the end of 2025, with an additional 2,500 in 2026. However,
retention of trained health workers, especially in remote areas, is hindered by
limited incentives and working conditions (WHO, 2017).

To ensure the availability of medicines and medical supplies in health facilities, the
Government has continued to procure essential medicines and medical supplies.
Essential drug availability increased from 46% in 2021 to 90% in mid-2025
(Ministry of Health, 2025). In addition, the Government is strengthening measures
to eliminate pilferage

The process of digitalisation of patient records through the implementation of the
SmartCare Pro System in public health facilities has significantly contributed to
efficient patient information exchange across public health facilities. Since 2023,
over 2,000 health facilities have been connected and are targeted to roll out to the
remaining health facilities. Digital health records improve data accuracy, facilitate
patient management, and enable better health planning (Kalk & Gilhotra, 2020).
Therefore, there is a need to address digital barriers such as infrastructure gaps and
staff training, particularly in rural areas where digital access remains a challenge.
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4.2.3. WATER AND SANITATION

Water and sanitation are fundamental components of public health, socio-economic
development, and environmental sustainability. In Zambia, significant investments
and reforms have aimed to expand access, improve operational efficiency, and
reduce waterborne diseases in line with the aspirations of the Eighth National
Development Plan (8NDP) and the Sustainable Development Goals (SDGs). Some
of the notable achievements include infrastructure expansion and enhanced
rural access to water sources, provision of boreholes and water schemes, and
the upgrading and modernisation of facilities. The sector has been allocated K1.8
billion.

Although significant progress has been noted, the water supply and sanitation sector
continues to face challenges that affect service provision, such as the increasing gap
between the cost of service provision and the average tariff, which has negatively
affected the financial viability of the commercial utility companies. The average
cost of producing a cubic metre of water currently stands at K18, whilst the same
is sold at K7.90, resulting in a financing gap of K10.10 per cubic meter and K1.3
billion cumulatively per annum; however, the cost recovery framework remains a
challenge due to the unattractively low tariffs implemented in the sector. The 2026
National Budget has allocated 1.8 billion to water and sanitation. This allocation
has been complemented with proposed revenue concessions measures to zero-rate
rate mains water supply by water utility companies. This will allow the water utility
companies to claim attributable input VAT, hence reducing their operating costs.
Currently, mains water supply services are VAT exempt, meaning utility companies
can neither charge VAT on their services nor claim VAT paid on inputs such as
chemicals, pipes, energy or technical services. This proposal supports essential
service provision, reduces utility cost burden, and promotes efficient water service
delivery.

- 35 2026 ZAMBIA NATIONAL BUDGET ANALYSIS

Some of the notable
achievements include
infrastructure expansion and
enhanced rural access to water
sources, provision of boreholes
and water schemes, and the
upgrading and modernisation
of facilities.

The average cost of producing
a cubic metre of water
currently stands at K18, whilst
the same is sold at K7.90,
resulting in a financing gap
of K10.10 per cubic meter
and K1.3 billion cumulatively
per annum; however, the
cost recovery framework
remains a challenge due to
the unattractively low tariffs
implemented in the sector.






4.2.4. SOCIAL PROTECTION

Zambia has made commendable progress in expanding social safety nets and
livelihood support, which remains a critical pillar in sustaining human development
and reducing vulnerability. Some of the major challenges impacting the upscaling of
social protection programmes include fiscal constraints and resource limitations, as
well as climatic shocks that have exacerbated vulnerability among the already poor.

Consequently, efforts have been made to improve targeting and coordination of

programmes to enhance impact while focusing on resilience at the household level. Some of the major challenges

impacting the upscaling of
social protection programmes
resilience against shocks such as droughts, health crises, and economic downturns. include fiscal constraints and

_ ] q S 1 . ; resource limitations, as well
Post-COVID-19 the pandemic and 2024 drought highlighted the importance of social as climatic shocks that have

safety nets, but also exposed gaps in coverage and targeting, as well as the need to link exacerbated vulnerability
social protection programmes to broader economic development plans to effectively among the already poor.

The Government’s social protection strategy aims to address these disparities and build

tackle the rising levels of poverty.

As a response to some of these challenges, the Government has continued to scale up
various social safety nets, including cash transfers, food security programs, gender
empowerment initiatives, and pension reforms through annual budgets. The scaling
up of cash transfers and livelihood programs directly reduces poverty, especially in
rural and marginalized communities. For instance, the Social Cash Transfer (SCT)
program expanded from 895,000 households in 2021 to reaching about 1.3 million
beneficiary households over the past four years, with the aim of scaling up further to
target 1.5 million households by 2026. The 2026 budget has allocated K7.65 billion
to the social cash transfer program, a reduction from K8.27 billion in 2025, which
intensified emergency cash transfer as a response to the 2024 drought.

Similarly, to support vulnerable but viable farmers, the Food Security Pack expanded

s .. . . . The scaling of cash transfers
to over 320,000 beneficiaries from 244,000, supporting climate-smart agriculture, and livelihood programs

irrigation, and diversification (Ministry of Agriculture, 2023). The program has directly reduces poverty,
especially in rural and
marginalized communities.

continued to receive annual budget allocations with the 2026 National Budget
allocating 1.51 billion to the program, an upward increase from K1.2 billion in
2025. In order to strengthen the impact of the program, cooperating partners have
been training beneficiaries in improved farming practices and irrigation techniques
to build climate resilience and enhance productivity amid droughts and climate
variability (FAO, 2022). Other interventions have been in the promotion of crop
diversification and alternative livelihoods through the Livestock Pass-On Scheme,
reducing dependency on rain-fed agriculture and mitigating food insecurity. These
interventions contribute to increased household food security, income diversification,
and resilience to climate shocks.

The budget has provided K1 billion to continue the implementation of the Cash for 5 A
ST

Work Programme, which was introduced in 2024 to cushion citizens from economic B
The budget has provided

shocks stemming from the adverse effects of the drought. The programme has K1 billion to continue the
supported over 2.4 million beneficiaries engaged in income-generating activities,  implementation of the Cash for

Work Programme, which was

especially during drought periods, providing immediate income and community introduced in 2024 to cushion

infrastructure development (Ministry of Local Government, 2024). citizens from economic shocks
q . . . . L stemming from the adverse
With regards to pension benefits and safeguarding retirees, K4.9 billion has been effects of the drought.

budgeted for 2026. Over the past four years, more than K8.6 billion has been released,
enabling 11,921 retirees to be cleared. Furthermore, reforms have been instituted to
enhance pension benefits for public service workers by building a sustainable and
resilient pension system through the introduction of an occupational pension scheme.
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5. 600D GOVERNANCE ENVIRONMENT
]

The 2026 budget places strong emphasis on governance, efficiency, and accountability, framing the
Government's past achievements and legislative priorities within these three pillars. Central to these
measures are institutional and legal framework reforms, enhancing transparency, and promoting
accountability in public administration

5.1. IMPROVED GOVERNANCE

The governance measures in the 2026 budget reflect a holistic approach to institutional strengthening.
They aim to create predictable rules, improve oversight, reduce corruption risks, and ensure that both
public and corporate entities operate transparently and accountably. Collectively, if well implemented,
these reforms are expected to enhance investor confidence, improve public trust in government, and
provide a foundation for sustainable fiscal and socio-economic. At the core of these measures are
legislative initiatives such as the Tax Administration Bill, the State-Owned Enterprises (SOE) Bill, and
amendments to the Anti-Corruption Act and Companies Act, each addressing critical governance gaps.

= The Tax Administration Bill is aimed at harmonizing tax procedures across = |
different revenue streams, simplifying compliance, and broadening the tax base.
By providing clear, predictable, and enforceable rules, it reduces the discretionary
power of officials and minimizes opportunities for corruption. This measure is
particularly important given that Zambia’s revenue mobilisation remains below

its potential, and efficient, transparent tax administration is central to fiscal

sustainability. The Tax Administration Bill
is aimed at harmonizing tax
procedures across different
Policy focus on strengthening oversight, management, and control of state- revenue streams, simplifying

owned enterprises. Historically, SOEs in Zambia have posed fiscal risks due to Comp”"{"f:’tg)'zifsrgade”ing
inefficiencies, weak governance, and limited accountability. By establishing '
clear roles, reporting requirements, and governance standards, the SOE reforms

are expected to enhance performance, reduce fiscal leakages, and align SOE

= The State Owned Enterprises Bill and the accompanying revisions to the SOE

operations with national development priorities.

= Amendments to the Anti-Corruption Act are designed to reinforce the
independence and operational capacity of the Anti-Corruption Commission. This
ensures that investigations and enforcement actions can be conducted without
undue political influence, creating a credible deterrent against misuse of public
resources. Complementing this, amendments to the Companies Act on beneficial
ownership disclosure aim to improve corporate transparency by revealing the
ultimate controllers of companies, thereby addressing risks of illicit financial

Amendments to the Anti-
flows and tax evasion. Corruption Act are designed
to reinforce the independence
= Finally, the requirement for Parliamentary approval for debt contraction  andoperational capacity of the

represents a significant governance reform by introducing oversight and Anti-Corruption Commission.
inclusivity into fiscal decision-making. By shifting certain powers from the
executive to the legislature, this measure strengthens checks and balances,

enhances transparency, and ensures that public borrowing aligns with national
priorities and sustainability considerations.
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9.2. IMPROVED EFFIGIENCY
]

In terms of efficiency, the 2026 budget has provided a multi-pronged strategy for efficiency, combining
fiscal prudence, technological innovation, strategic partnerships, and targeted community investments.
These measures collectively enhance the effectiveness of public spending, ensure better use of scarce
resources, and promote accountability by linking expenditures to tangible outcomes that directly benefit
citizens.

= Strong emphasis on efficiency is based on maximising the impact of public
resources and ensuring value-for-money in Government spending. A central - ‘
feature of this approach is the establishment of a Debt Management Office
combined with a proactive, market-based strategy for managing public debt.
These measures are designed to optimize Zambia’s debt portfolio, reduce
financing costs, and free up fiscal space for productive investment, illustrating a
strategic approach to resource allocation.

The rolling out of the

- s c e . . . Information and Financial
= Technological modernization modernisation is at the center of ensuring efficiency Management System (IFMIS)
in government service delivery. The rolling out of the Information and Financial Smart Invoicing System, and
Management System (IFMIS), Smart Invoicing System, and Government Service Coreilusht ez E

. o . serves to streamline processes,
Bus serves to streamline processes, reduce bureaucracy, and create a digital audit reduce bureaucracy, and create

trail. By minimising manual interventions and opportunities for human error, a digital audit trail.
these systems enhance both speed and transparency in Government operations.

They also reduce the risk of fraud and mismanagement, improving the overall

efficiency of public financial management

&l
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9.3. IMPROVED ACCOUNTABILITY
]

Accountability is at the centre of public sector governance, recognising it as a critical complement
to governance and efficiency reforms. A key focus is the reform of state-owned enterprises (SOEs)
through the revised SOE Policy and the forthcoming SOE Bill. Historically, SOEs in Zambia have been
prone to mismanagement and fiscal inefficiencies due to weak oversight and limited transparency. By
strengthening oversight, management, and control mechanisms, these reforms aim to ensure that SOEs
operate efficiently, meet performance targets, and are held responsible for their financial and operational
decisions. This directly addresses pastlapses in accountability and reduces fiscal risks to the Government.

= Amendments to the Anti-Corruption Act further reinforce accountability by
enhancing the independence of the Anti-Corruption Commission (ACC). By
insulating the ACC from political interference, the Government strengthens its
ability to investigate and sanction corruption across public institutions, including
SOEs and other entities involved in public spending. This measure ensures that
public officials and institutions are answerable for the use of resources and
adherence to the law.

By insulating the ACC from

. C . . litical int: , th
= The commitment to regular publication and reporting on debt through the debt T

Government strengthens
sustainability reportisacritical accountability mechanism. Transparentreporting its ability to investigate and
allows citizens, investors, and oversight bodies to monitor Zambia’s financial St O I

i . . . . . ) ) public institutions, including
obligations and fiscal health, reducing the risk of undisclosed borrowing or fiscal SOEs and other entities
mismanagement. In addition, these disclosures enhance market confidence and involved in public spending.

provide the information needed for informed policy and investment decisions.

= Financial sector reforms, notably the Deposit Protection Scheme Bill, complement
these efforts by safeguarding citizens’ deposits and establishing clear rules for
the resolution of bank failures. This ensures accountability within the financial
sector, protecting the public from mismanagement risks and reinforcing trust in
banking institutions.

The 2026 National Budget underscores the Constituency Development Fund (CDF) as a central
instrument for enhancing service delivery at the community level. By increasing allocations from K36.1
million to K40 million per constituency, the Government aims to directly fund high-impact projects in
education, health, water, sanitation, and youth and women empowerment. This approach enables local
communities to access resources more efficiently, reducing delays and bottlenecks often associated with
centralised project planning and implementation.
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9.4. IMPROVED PRIVATE SECTOR PARTICIPATION
]

The budget has emphasised leveraging the private sector participation in stimulating growth and use
of the Public-Private Partnerships (PPPs) as a model for private capital and technical expertise for
infrastructure projects. The PPP model is key in reducing Government’s immediate fiscal burden while
ensuring that projects are delivered more efficiently and support acceleration of project completion,
improve service quality, and introduce accountability mechanisms that are often absent in fully publicly
funded projects. The 2026 Zambian National Budget introduces several measures to enhance private
sector participation, aiming to stimulate economic growth and infrastructure development. Key measures
include:

A. Public-Private Partnerships (PPPs): The Government continues to prioritize
prioritise PPPs as a mechanism for infrastructure development. Notable projects
include the Lusaka-Ndola Dual Carriageway and the Chingola-Kasumbalesa
road, which are being developed through PPP agreements. These initiatives are
expected to improve transportation networks and facilitate regional trade.

B. Tax Incentives: The budget extends energy priority sector incentives to include ,
electricity transmission and distribution projects. This extension aims to Notable projects include

. . . . . . the Lusaka-Ndola Dual
attract private investment in the energy sector, enhancing electricity access and A R D

infrastructure. The measure intends to extend the relief to projects for electricity Kasumbalesa road, which are

transmission and distribution. Currently, the Investment, Trade and Business being de‘;zlroe’:get:g’“gh PP

Development (Priority Sector declaration) order, Statutory Instrument No. 47
of 2023, lists electricity generation as a priority sector, and as such, provides
customs duty relief on machinery and equipment required for installing power
stations. This measure aligns with broader energy sector objectives of enhancing
electricity access, improving infrastructure efficiency, and promoting private
sector participation in Zambia’'s power sector

C. Investment in Infrastructure: The Government has allocated K1.7 billion to
the Electricity Development and Electrification Management Programme, with
significant portions directed towards supporting private sector participation in , \
electricity generation and accelerating rural electrification. This investment is \ ] %'Eel%ﬂ
expected to increase national electricity access from 34% to an estimated 48.6%
by 2026.

. . . . . The Government aims to
D.Fiscal Policy Reforms: The Governmentaims to reduce the budget deficitto 2.1% reduce the budget deficit to

of GDP in 2026, down from 4.6% in the previous year. This fiscal consolidation 2.1% of GDP in 2026, down
o )
is intended to create a stable economic environment conducive to private sector  [10™ 6% in the previous year.

investment.

These measures reflect the Government’'s commitment to fostering
a conducive environment for private sector participation, recognizing
recognising its crucial role in driving economic development and
infrastructure improvement.
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6. GREEN AND CLIMATE RESILIENT GROWTH
]

Zambia has continued to face severe climate-related shocks, notably prolonged droughts that have
undermined agricultural productivity, electricity generation, and food security. Environmental
degradation, unsustainable farming practices, deforestation, and heavy reliance on hydropower further
compound vulnerability. These challenges highlight the urgent need for climate adaptation measures and
stronger environmental governance. In order to respond to the challenges associated with climate change
and promote the country’s green growth agenda, the 2026 National Budget has proposed a number
of measures complemented with budget allocations to various projects and programs. Environmental
protection has received a budget allocation of K1.57 billion, representing 0.7 percent of the 2026 annual
budget.

Figure 3: Environmental Protection Budget (2022 - 2026)

Environmental Protection Budget Allocations (2022-2026)
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Source: 2026 National Budget Speech

Although the Environmental Protection function received a higher nominal allocation in 2026 (K1.57 billion),
its share of the budget fell to 0.6% from 0.7% in 2025, continuing a trend of allocations below 1% since 2022.
Despite this modest share, Government is advancing important regulatory and community interventions. The
Emission Reduction Programme rewards 56 chiefdoms and 359 community forest groups managing over 10
million hectares, linking conservation to livelihoods. To address pollution, fiscal measures discourage plastic use
and encourage alternatives, while in the mining sector, enforcement against mercury use is being strengthened
alongside the promotion of mercury-free processing technologies. These measures align with Zambia’s ambition
to access global carbon markets and build climate resilience in line with the Green Economy and Climate Change
Act of 2025.

The 2026 budget prioritises climate-smart agriculture as a resilience strategy. By installing 250 automatic
weather stations and 300 rainfall stations in agricultural camps, the Government is improving real-time climate
data and early warning systems, enabling informed planting and irrigation decisions. These efforts build on the
Comprehensive Agriculture Transformation Support Programme, launched in 2025, which promotes irrigation,
mechanisation, and farm block development to reduce reliance on rain-fed agriculture. This proposed program
presents continuity in policy direction under the 8NDP, but the key challenge remains, such as ineffective adoption
at the farmer level - extension services, training, and access to finance must match these investments if climate-
smart practices are to deliver meaningful productivity gains.

A notable step-change in green energy financing is the issuance of green bonds that raised US$150.2 million,
invested in solar plants at Riverside (34MW) and Itimpi (60MW) in Kitwe. This reflects a deliberate move away
from overreliance on hydropower, which supplies over 80% of the energy mix but is highly vulnerable to drought.
Fiscal incentives for hybrid vehicles, such as the reduction of excise duty from 30% to 15%, further demonstrate
a policy shift towards low-carbon growth. These initiatives highlight Zambia’s commitment to climate mitigation
while simultaneously addressing energy security. However, execution bottlenecks such as integrating new solar
power into the grid and mobilising further private investment could limit the pace of transition if not addressed.
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7. RISK AND CHALLENGES FOR BUDGET EXECUTION

This analysis has identified key risks that might affect the successful implementation of the 2026 National
Budget and the achievement of its policy objectives. These include:

= Revenue Risks: The 2026 budget projects K206.5 billion in domestic revenue
(22.3% of GDP), of which K165.8 billion is expected from tax revenue alone. Within
this, PAYE is projected at K31.4 billion (up from K27.0 billion in 2025), while
company tax is expected to contribute K30.1 billion, and VAT K54.4 billion. Non-tax
revenue, including mineral royalty at K18.2 billion, is projected at K40.7 billion.

These ambitious targets heighten the risk of overestimation. The projections
assume sustained GDP growth and favourable commodity prices, despite Zambia’s The 2026 Budget projects
vulnerability to both internal and external shocks. The reliance on emerging K206.5 billion in domestic

. . . . revenue (22.3% of GDP),
financing mechanisms such as green bonds (US$150.2m raised to date) and carbon of which K165.8 billion is
credits further introduces volatility, as these depend on global investor appetite and expected from tax revenue

alone.

carbon market performance. Grants, budgeted at K12.1 billion (4.8% of revenue),
remain uncertain and could be subject to delays or shortfalls. Any significant
revenue underperformance would widen the fiscal gap and could force increased
borrowing, undermining fiscal credibility.

= Expenditure Risks: On the expenditure side, the 2026 budget amounts to K253.1
billion (27.4% of GDP), of which a significant portion is absorbed by debt servicing.
Domestic debt interest is projected at K52.0 billion, while external debt service
(interest and principal) accounts for K21.7 billion. Together, these obligations
of nearly K74 billion consume almost 30% of the entire budget, crowding out
developmental spending on sectors such as education, health, and climate resilience.

While social protection remains sizeable at K15.7 billion, education and health Domestic debt interest is
projected at K52.0 billion,

s . . . while external debt service
flexibility. Weak procurement systems and delays in project execution compound (interest and principal)

the problem, leading to low absorption rates of capital budgets. If unchecked, these accounts for K21.7 billion.
inefficiencies risk undermining the developmental impact of budgeted funds and
eroding public confidence in fiscal management and budget credibility.

continue to receive priority allocations, the heavy debt burden limits fiscal

= External Shocks: Zambia's economy remains highly vulnerable to external
developments. Copper, which still contributes over 70% of export earnings, exposes
the country to commodity price volatility. A sustained decline in global copper
prices would significantly reduce mineral royalty collections, projected at K18.2
billion in 2026, and weaken foreign exchange inflows. On the other hand, if prices
surge, fiscal space would improve, but this dependency highlights the structural
risk of an undiversified export base.

Climate shocks remain another pressing external risk. The drought of 2024 reduced
agricultural output by nearly 16% and forced load-shedding due to low hydro

Zambia’s economy remains

generation, resulting in high food and energy prices. With more frequent extreme highly vulnerable to external
developments. Copper, which
still contributes over 70% of

weather events expected, such shocks could derail the macro-economic objectives

in the 2026 budget. export earnings, exposes the
At the global level, inflationary pressures and tight monetary policy in advanced SR tg(;Z’g”i’t’;d’th”ce

economies continue to push up the costofexternalborrowing.Zambia’s external debt
stock stood at US$15.17 billion by mid-2024, and while restructuring agreements
have provided relief, higher global interest rates and capital outflows could still
weaken the Kwacha and raise debt servicing costs. These combined external factors
pose a significant risk to fiscal stability and macroeconomic performance in 2026.
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The 2026 National Budget, being a policy tool in response to the current socio-economic conditions, has
reflected a deliberate effort to consolidate economic and social gains while promoting fiscal sustainability,
equitable growth, and resilience. The 2026 budget, being the last budget in the implementation of the
8NDP, its theme entails that the budget policy measures and fund allocation are meant to consolidate
gains of the 2022-2025 budgets in achieving the 8NDP set out strategic goals. By prioritising strategic
sectors such as education, health, mining infrastructure, and SMEs development, the budget seeks to
stimulate inclusive economic growth and improve service delivery. Successful implementation will depend
on enhanced revenue mobilisation, disciplined expenditure management, strengthened institutional
capacity, and effective risk mitigation. If executed effectively, the budget has the potential to support
Zambia's development objectives, foster private sector participation, and enhance the welfare of citizens

across the country.
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