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Tobacco is a plant product containing nicotine, cellulose, ammonia, and protein. It is believed to be 

the most consumed harmful product in the world. Among the constituents, tobacco is predominantly 

consumed for the stimulant alkaloid nicotine in form of products such as chewing tobacco, Cigars, 

Cigarettes, Creamy snuff, Dipping tobacco, Gutka, Snuff and others (Statista, 2018).  Despite the well 

documented risks of smoking and using tobacco products, it is estimated that more than 1.1 billion 

people are current smokers worldwide, while 360 million people use smokeless tobacco (WHO, 

2018). The global tobacco industry is one of the most profitable industries in the world.  In 2010, the 

combinedcombined profits of the six leading tobacco companies was U.S. $35.1 billion, equal to the combined 

profits of Coca-Cola, Microsoft, and McDonald’s in the same year (Maurer Foundation, 2012). 

Tobacco production is primarily concentrated in regions with a mild and sunny climate, which is 

suitable for the cultivation of the plant. East Asia is one of the world's largest tobacco growing 

regions (Statista, 2018).  Every year, about 6.7 million tons of tobacco is produced throughout the 

world. The top producers of tobacco are China (39.6%), India (8.3%), Brazil (7.0%) and the United 

States (4.6%) (FAO, 2017).

Within the past decades, Tobacco production has seen a shift from the developed world to developing 

countries like Kenya, Malawi, Zimbabwe and Zambia which have been increasing their cultivation of 

the crop. These countries predominantly grow tobacco for its economic contribution through export 

earnings and its potential to generate the much-needed taxes for development. As such most of the 

locally produced tobacco is exported to the developed nations (TBZ, 2018).

OverOver the past few years, a growing debate has arisen as to why African countries should domesticate 

the World Health Organization Framework Convention on Tobacco Control (WHO-FCTC) when 

tobacco production has significant economic benefits. In the case of Zambia, the tobacco sub-sector 

remains relatively small in terms of economic contributions to GDP and exports. Available statistics 

indicate that tobacco production contributed only 3% to Zambia’s GDP in 2017 compared to over 13% 

of GDP for Malawi in the same year (TBZ, 2017). For the Zambian case, the most notable contribution 

of the tobacco sub-sector to the economy is in terms of employment: according to the Tobacco Board 

ofof Zambia (TBZ), tobacco production employs more than 450,000 people with about 2.3 million 

people dependent on the crop throughout the value chain in Zambia (NKC, 2012). 

EXECUTIVE SUMMARY
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This study assessed the production characteristics, profitability and tax revenue generation capacity 

of the tobacco sector in Zambia. Specifically the study sought to investigate the characteristics of 

Zambia’s tobacco farmers in terms of production and assess the narrative that tobacco farmers 

perceive tobacco farming to be very profitable. Since Zambia is currently aggressively perusing 

domestic resource mobilization, it is critical to evaluate how the tobacco sub-sector can contribute to 

government revenue collections. To this end, the study used data from the Zambia Revenue Authority 

to evaluate the revenue generating capacity of the sub-sector.  We employed a mixed method approach 

whichwhich involved the collection of data from 220 tobacco farmers drawn from eight Districts within four 

of Zambia’s tobacco growing provinces namely; Eastern, Southern, Central and Western Provinces. 

Household questionnaire and Focus Group Discussions where employed to collect data from the 

farmers. Further, desk review and key informant interviews where used to collect information on how 

the tobacco sector is organized.

The study established that tobacco farming in Zambia is still backward in terms of technology and 

consequently labour intensive. Furthermore, tobacco leaf is mostly grown by small-scale farmers with 

some considerable level of formal education who indeed hold the view that tobacco is very profitable. 

It has also been estimated that profits are in the region of US$ 1.88 per kilogram on average if labour 

costs are not taken into account. However, the farming of tobacco at household level results in losses 

of US$3.26 per kilogram but remains sustainable for most farmers because they trade their labour for 

revenuesrevenues since the revenues can cover their non-labor input costs. In line with the finding of the 

Keyser (2002) for the case of Zimbabwe and ZDA (2011) for Zambia, who found growing tobacco 

more profitable than other crops such as maize and cotton, the study finds that growing tobacco using 

hired labor is profitable in Zambia with average profits being US$ 1.34 per kilogram. 

Data analysis on Government revenue has revealed that the agricultural and forestry sector is the least 

sector contributor to Government tax revenue. In 2017, the sector contributed only 1.9% to 

government tax revenue as compared to the mining sector (26.5%), wholesale and retail sector (16%) 

and manufacturing sector (8%). The tobacco sub-sector is however a significant contributor to tax 

revenue within the agricultural sector; in 2014 the sector accounted for 64.4% of total taxes from the 

agricultural and forestry sector. The sub-sector contributes more revenue to taxes through imports as 

compared to local production. Therefore, within the agricultural sector, the tobacco sub-sector has a 

greatgreat revenue generating capacity. ZRA can easily collect taxes from the sector due to its relative high 

level of organization: owing to the fact that tobacco is a controlled substance in Zambia. 
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Tobacco is a plant product containing nicotine, cellulose, ammonia, and protein. It is believed to be 

the most consumed harmful product in the world. Among the constituents, tobacco is predominantly 

consumed for the stimulant alkaloid nicotine in form of products such as chewing tobacco, cigars, 

cigarettes, creamy snuff, dipping tobacco, gutka, snuff and others. For tobacco to be suitable for 

human consumption, the tobacco leaves are dried and cured after picking them at the plant and 

separating them from their stems. This however does not eliminate the health risks of smoking 

tobacco (Statista, 2018). Despite the well documented risks of smoking and using tobacco products, 

itit is estimated that more than 1.1 billion people are current smokers worldwide, while 360 million 

people use smokeless tobacco (WHO, 2018). 

1.1 Tobacco Production: Global perspective
Tobacco production is primarily concentrated in regions with a mild and sunny climate, which is 

suitable for the cultivation of the plants. East Asia is one of the world's largest tobacco growing 

regions. Every year, about 6.7 million tonnes of tobacco is produced throughout the world. The top 

producers of tobacco are China (39.6%), India (8.3%), Brazil (7.0%) and the United States (4.6%) 

(FAO, 2018). The global tobacco industry is one of the most profitable industries in the world.  In 

2010, the combined profits of the six leading tobacco companies was U.S. $35.1 billion, equal to the 

combined profits of Coca-Cola, Microsoft, and McDonald’s in the same year (Maurer Foundation, 

2012).2012). According to a 2017 report by Aljazeera, shares in companies listed in the Bloomberg tobacco 

producers’ index have risen 351 percent since 2009, making it one of the best investments of the past 

decade. This is in spite of measures that have been taken to control the consumption of tobacco such 

as the development of the Framework Convention on Tobacco Control (FCTC). The Tobacco Atlas, 

estimates that revenues from the tobacco industry, the world over, might be nearly 500 billion U.S. 

dollars annually (Maurer Foundation, 2012). 

1.2 Tobacco Production: Zambian perspective
Zambia’s tobacco industry remains relatively small in terms of economic contributions to GDP and 

exports. Tobacco production contributed only 9% to Zambia’s GDP compared to over 3% of GDP for 

Malawi in 2017 (TBZ, 2017). For the Zambian case, the most notable contribution of tobacco to the 

economy is in terms of employment: according to the Tobacco Board of Zambia, direct employment 

in the sector is about 450,000 people, supporting about 2.3 million dependents – some 20% of the 

Zambia’s population (NKC, 2012). Zambia has seen an increase in tobacco production in recent years. 

During the 2017-2018 farming season, tobacco leaf output increased to over 30,000 tonnes from about 

23,000 tonnes recorded during the previous farming season (TBZ, 2019). 23,000 tonnes recorded during the previous farming season (TBZ, 2019). 

INTRODUCTION
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Zambia is home to a number of international tobacco processing and manufacturing companies. Tombwe 

Processing Company Limited is the major tobacco processing company in Zambia while manufacturers of 

tobacco cigarettes include Roland Imperial Tobacco Company and British American Tobacco (BAT) (TAZ, 

2018). Due to the reduction of local excise duty on tobacco from K90/mille (1000 sticks) to K60/mille 

while increasing excise duty on imported tobacco from K90/mille to K240/mille between 2013 and 2018. 

Zambia has therefore encouraged the local manufacturing of tobacco (ZRA, 2019). In 2019, Roland 

ImperialImperial Tobacco expects to complete the construction of a US$20 million state-of-the-art facility with a 

capacity to process 4.5 tonnes of tobacco per hour (Daily Mail, 2018). These companies have continued to 

assert the dominant narrative that tobacco production generates both profits and revenues, contributes to 

GDP, and is an important source of employment and rural livelihoods in Zambia. Consequently, the 

Zambian government now considers Tobacco as a high-value crop which contributes significantly to the 

economy (ZNBC, 2018). 

Taxes on tobacco generally serve two purposes: The first, just like a tax on any other ordinary good or 

service serves the purpose of revenue generation for the state. The other, for countries which embark on 

mitigating or addressing health concerns, taxes act as tools for behavioral change i.e. to reduce the 

consumption of tobacco. In this regard, tobacco attracts ‘sin taxes’ such as excise duty since it is regarded 

to be harmful to human health. The taxes collected from tobacco products can also help government raise 

much needed revenue which can in turn be used to finance treatment of tobacco related illnesses. For 

instance,instance, in South Africa, the government’s objectives in taxing tobacco relate both to deterrence and 

revenue generation (Abedian and Rowena, 2001).

South Africa is one of the countries in the world with the highest taxes on tobacco. A 14% Value added tax 

(VAT) on the (ex-VAT) retail price has been levied since 1993. Excise tax is levied as a uniform specific 

tax. From 1998, the South African government annually adjusted the excise tax to maintain a 50% total tax 

threshold until 2006 when the total tax target was increased to 52% of the recommended retail price of the 

most popular brand. Since 2006 the tax regime and the targeted tax percentage has remained unchanged 

(Linegar and van Walbeek, 2017). In Zimbabwe, the government also levies VAT and excise taxes. For 

example,example, the most sold brand of Cigarette (Madison) includes in the retail price a total tax of 35% which 

contains a specific tax and a VAT (WHO report, 2017). In addition, farmers are also required to pay 1.5 

percent of their earning as a charge whose revenues are earmarked for reforestation (Chirara, 2015).

In Zambia, taxes on tobacco have also changed over time.  In 2012, Cigarette taxes reduced to 27% from 

34% in 2008. Currently, taxes levied on tobacco are comprised of import duty, value added tax and excise 

tax. Import duty stands at 25% on imported cigarettes. An excise tax of 145% of the producer price value 

is levied on imported cigarettes and a specific excise tax of K240 per 1,000 sticks of cigarettes. 

Furthermore, there is also value added tax (VAT) of 16% (Moraes, 2017).

TOBACCO TAXATION IN DEVELOPING NATIONS
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This study assesses the profitability and tax revenue generating capacity of the tobacco sector in Zambia. 

Specifically, the study sought to achieve the following objectives:    

• To investigate the characteristics of Zambia’s tobacco farmers in terms of production and taxation

• To assess the narrative that tobacco farmers perceive tobacco farming to be very profitable. 

• To estimate the average profitability of farming tobacco in Zambia, and 

• To investigate the revenue generating capacity of the tobacco sector in Zambia. 

ThisThis study is a descriptive survey which employed a mixed method approach. This implied the use of both 

qualitative and quantitative research techniques. CTPD is fully aware that the credibility and objectivity 

of any research is heavily dependent on the sampling technics and procedures applied by the researchers. 

For the selection of key informants, CTPD used purposive sampling techniques because the public 

institutions involved in tobacco production and revenue collection are few and known. For the selection 

of the Tobacco Farmers from the Tobacco Board of Zambia (TBZ) and Tobacco Association of Zambia 

registers,registers, the study used purposive and convenience sampling. To start with, TBZ provided contacts of 

farmers in different locations and these contact persons where used to identify and mobilize other farmers 

through a form of snow-ball sampling. 

With regard to data collection, the study collected both primary and secondary data. The following data 

collection techniques were used: 

Desk Review: This involved a thorough review of relevant documents regarding the tobacco sector’s 

profitability and revenue generation capacity. Following a desk review, the team was able to draw 

comparisons and make preliminary assumptions and empirical conclusions with the help of qualitative and 

quantitative data thereof. 

HouseholdHousehold questionnaire: This was the main data collection tool administered to tobacco farmers who 

were the primary respondents for this study. It was administered to 220 individual tobacco farmers in 8 

districts namely; Chipata, Lundazi, Kaoma, Nkeyema, Kalomo, Choma, Mukuski and Serenje. These 

districts were selected from three provinces: Southern, Central, Western and Eastern Provinces in order to 

enhance representativeness. 

KeyKey Informant Interviews: These were conducted with the aid of an interview or discussion guide. The 

respondents were experts, office bearers and influential figures who have factual data and high quality 

information on the subject. These included the Tobacco Board of Zambia (TBZ), 

METHODOLOGY

SURVEY OBJECTIVES
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Focus Group Discussions (FGDs): The research team conducted focus group discussions with between 8 

to 10 participants/farmers in order to discuss themes or questions addressed in this research. These round 

table discussions tried by all means to ensure equal representation of both male and female for a balanced 

view. FGDs helped to bring out critical information directly from the targeted population. A total of 4 

FGDs using open-ended discussion guides were conducted.

DataData Analysis: Quantitative data was analyzed using STATA whereas qualitative data was analyzed 

thematically and using content analysis. For data recorded in each FGD, major and sub-themes were 

developed and critical analyses of the various expressions were conducted with a view to gaining deeper 

insights into the subject matter. 

InIn estimating the revenue generating capacity of the tobacco sector in Zambia, data on revenue collection 

from the tobacco sector was sourced from the Zambia Revenue Authority (ZRA) and assessed in order to 

establish the contribution of the tobacco sector to Government revenue. This is critical especially in light 

of the Zambian Government’s urgent need for increased domestic resource mobilization.

The survey conducted included 220 farmers from Eastern, Central, Western and Southern Provinces of 

Zambia. Table 5.1 gives the distribution of the sampled farmers by province. 

Table 5.1: Tobacco Farmers by Province

TheThe majority of farmers in the sample where from Eastern Province (46.8%) followed by Central Province 

(25.45%). Farmers from southern province only accounted for 8.2% of the sampled 220 farmers. 

CHARACTERISTICS OF ZAMBIA’S TOBACCO FARMERS
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5.1 Demographic and Socio-economic Characteristics 
The table below provides information on some demographic and socio-economic characteristics of the 

farmers in the sample. This is important since farmer characteristic may inform policy interventions. 

Table 5.2: Summary of Farmer Demographic and Socio-economic characteristics
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Table 5.2 indicates that the majority of tobacco farmers (76.8%) are males while only 20% are females. 

About 80% of the farmers are married indicating that tobacco is mostly produced by households of about 

4 to 10 members. Only 20% of tobacco farming household have smaller families of less than 4 members. 

The age distribution shows that about 80% of tobacco farmers are aged above 26 years with 60% being 

within the middle age group of 26 to 45 years. Tobacco is mostly grown by farmers with primary (46.4 %) 

and secondary (34.1 %) education. It must be noted that there are few farmers with no education (12.7%) 

growing tobacco in Zambia. 

5.25.2 Production Characteristics  
The majority of tobacco farmers are small scale farmers (93.8), only about 3.3% of the sampled farmers are 

commercial farmers. The survey has very few commercial farmers because these where not targeted. A farmer 

was deemed to be a commercial tobacco farmer if his/her average annual production was equal or greater than 

5,000 Kilogram of tobacco during the last farming season.  The majority of the sampled farmers (53%) have 

been in tobacco farming for the past 1 to 4 years while about 35% have been in tobacco farming for more than 

6 years. Consider the figures below for more information. 

FiguFigure 5.1 and 5.2: Tobacco farmer type and number of years in tobacco farming 
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The table below summarizes production characteristics of tobacco in Zambia with respect to size of land 

used for production, ownership structure, type of labor, and farming equipment. 

Table 5.3: Production characteristics. 

TTable 5.3 shows that about 10% of the farmers use 0-2 hectares of farmland while 17% use 2-4 hectares 

and 23.6% use 5-6 hectares of land. About 31% of the sampled farmers use more than 10 hectares while 

about 70% of the farmers use more than 5 hectares of farmland. This farmland is predominantly owned by 

the farmers; 75% of the farmers owned their land, and is cultivated using hoes (57.3%) and Ox-plough 

(28.2%). The labor used is mostly supplied through personal (19.6%) and household labour (45.4%). Only 

about 26% of the tobacco farmers use hired labor for their production.



An Assessment of the Production, Profitability and Revenue Generation Capacity of the Tobacco Sector in Zambia.  

8

Table 5.3 shows that about 10% of the farmers use 0-2 hectares of farmland while 17% use 2-4 hectares 

and 23.6% use 5-6 hectares of land. About 31% of the sampled farmers use more than 10 hectares while 

about 70% of the farmers use more than 5 hectares of farmland. This farmland is predominantly owned by 

the farmers; 75% of the farmers owned their land, and is cultivated using hoes (57.3%) and Ox-plough 

(28.2%). The labor used is mostly supplied through personal (19.6%) and household labour (45.4%). Only 

about 26% of the tobacco farmers use hired labor for their production.

Figure 5.3: Farmer perception on the profitability of tobacco farming

FarmersFarmers were asked to estimate the approximate number of kilograms of tobacco they produced during the 

last farming season and the average price they sold the tobacco in United State Dollars. Consider the table 

below estimating the average revenues from tobacco farming per farming season: 

ThisThis study finds that the average price of tobacco per kilogram is about US$3.45 compared to US$2.82 

found by Goma et al (2017). Comparatively to a neighboring country, the average price of a kilogram of 

Burley tobacco in Zimbabwe was estimated at US$ 3.94 in 1995 and thus the estimated US$3.45 seems 

reasonable. (Zhang and Husten, 1998). In terms of revenue, we estimate the average revenue to be about 

US$ 4,843.52 for small scale farmer compared to US$ 377,181.52 for commercial farmers.

Results indicate that about 77% of the farmers be-

lieve that tobacco is profitable and 73% hold the 

view that tobacco has made them rich. 61.4% of the 

farmers stated that they use tobacco revenues to buy 

food stuffs, while 66.8% use revenues to pay for 

school fees for their school going children. Other 

uses of tobacco revenues included the purchase of 

clothing,clothing, household asserts such as stoves, cars and 

beds; and purchase of farming inputs and equip-

ment. 

ESTIMATE OF PROFITABILITY AND RISKS OF FARMING TOBACCO 
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The Tobacco Board of Zambia estimates that in the 2016/2017 farming season, a total of US$ 69 million 

was paid to tobacco farmers in the country-this is consistent with the findings of this study since Zambia 

has over 10,000 tobacco small-scale farmers (Lungu, 2018; Labonte et al., 2018).

ConsideringConsidering that most of the tobacco farmers in the country are small-scale, the measure of profits from 

tobacco farming was only estimated for small scale farmers. Since this study did not estimate the non-la-

bor and labor costs of tobacco production, we draw from previous studies such as Keyser (2002) and Goma 

et al (2017) on the costs of producing tobacco in Zimbabwe and Zambia at small-scale level. Table 5… 

below estimates the profitability of tobacco farming in Zambia.

The profit analysis reveals that tobacco farmers make an average profit of US$ 1.88 per kilogram when 

labor costs are not taken into account. The profits per kilogram reduce to US$1.432 if the tobacco is grown 

using hired labor. Furthermore, there is a loss of US$ 3.26 after taking into account household labor costs. 

Since the majority of small-scale farmer (65%) use personal and household labor to produce tobacco, 

farming tobacco in Zambia remains highly unprofitable after taking into account household labour costs. 

ItIt must be noted however that just like Keyser (2002) found for the case of Zimbabwe tobacco remains 

more profitable that other crops such as maize. The Zambia Development Agency (2011) asserts that to-

bacco production is a very attractive investment opportunity in the country because it is 7.5 times more 

profitable per hectare than maize production and 14 times more profitable than cotton. Therefore, the find-

ings here only suggests that growing tobacco is labour intensive and costly to the extent that realized reve-

nues cannot fully compensate for both the cost of inputs and labor used, especially when tobacco is grown 

using less productive and thus more costly household labour. Farmers are therefore essentially trading 

their labour for tobacco revenues and are only able to recover the cost of inputs if using household labour. 

This situation can still encourage the growing of tobacco since revenue from tobacco remains much more 

than that is realized from other alternative crops.
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In Zambia, the legal framework provides for the licensing of local manufacturers, and for the registration 
of importers and distributors of tobacco (Section 97 and 108A (1) of the customs and exercise act among 
others). Recall that, in terms of actual taxes imposed on tobacco: tobacco products are subject to Customs 
Duty of 25%, VAT of 16% and Surtax of 5%. Due to the negative health effects, tobacco products are also 
subject to Excise Duty of 145% or K240/mille (about US$20/mille) with the applicable rate being the 
higher of the two (ZRA, 2019).

7.1 Government Tax Revenue on tobacco in Zambia 
ZambiaZambia does not only produce tobacco products using locally grown tobacco but also imports tobacco 
products from other African countries within the Southern African Development Community (SADC)  and 
Common Market for East and Southern Africa (COMESA) which enjoy preferential treatment since they 
do not pay customs duty. Between 2013 and 2018 Zambia imported tobacco from Kenya (K280.8 million), 
Zimbabwe (K59.3 million), South Africa (K44.8 million), Tanzania (K12.6 million) and Malawi (K3.1 
million). 

DuringDuring the period 2013 to 2018, The Zambia Government collected K904 million (about US$76 million) 
from the importation of tobacco products into the country. Tobacco tax revenue from imported tobacco 
products averaged K150.7 million (about US$12.7 million) each year from 2013 to 2018. The vast majori-
ty of this tax was in form of Excise Duty (79%) followed by VAT which accounted for about 20% of taxes. 
Customs duty accounted for only 0.38%, this may be due to Customs duty exemptions amongst SADC and 
COMESA states. According to the Zambia Revenue Authority (year), a total of K177.2 million (about 
US$14.9US$14.9 million) was generated from locally manufactured tobacco products during the period 2013 to 
2018. The Zambian Government therefore collects far more revenue from imported tobacco products as 
compared to locally manufactured tobacco products. Table7.gives the breakdown of tobacco taxes between 
the period 2013 and 2018 in terms of tax categories. 

THE REVENUE GENERATING CAPACITY OF THE TOBACCO SECTOR IN ZAMBIA.
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The major taxes imposed on domestically manufactured tobacco products in Zambia are Income tax and 
Value Added Tax which account for over 80% of tax revenue. Excise duty on tobacco is relatively low 
(12.1%) which is approximately K6.45 million on average per year.  This difference can be explained by 
the fact that excise duty on local tobacco was reduced from K90/mille in 2013 to K60/mille in 2018 while 
Excise Duty on imported tobacco was increased from K90/mille in 2013 to K240/mille in 2018. 

7.2 Tobacco Comparative with Agriculture Sectors Taxes   
TheThe agricultural and forestry sector is the least sector contributor to Government tax revenue. In 2017, the 
sector contributed only 1.9% to Government tax revenue as compared to the mining sector (26.5%), 
wholesale and retail sector (16%) and manufacturing sector (8%). The tobacco sub-sector is however a sig-
nificant contributor to tax revenue within the agricultural sector: consider the table below:  

The tobacco sub-sector contributed 64.4% of tax revenue in the agricultural sector in 2014 and 20.7% in 
2017. The sector is therefore very significant given that tobacco growing is only one of the many activities 
in the agricultural and forestry sector. Government can generate more taxes from the tobacco sub-sector 
given its high level of organization.
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POLICY RECOMMENDATIONS AND CONCLUSION                            
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