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i The Control of Illicit Tobacco Trade in Zambia 

The Centre for Trade Policy and Development (CTPD) is a non-profit, member-
ship-based trade policy think tank established in 2004. Formerly known as the ‘Civil 
Society Trade Network of Zambia’ (CSTNZ), the organization has progressed from 
being a network to being a think tank. The organization is affiliated to Africa Trade 
Networks (ATN), Our World Is Not for Sale Network (OWINFS), Southern African 
People Solidarity Network (SAPSN) and has a membership of 16 local Non-Govern-
mental Organizations and individual members. CTPD aims to promote equitable 
pro-poor trade policies and practices in Zambia through trade reform at national, 
regional and international levels. In addition the organization facilitates the partici-
pation of member organizations and stakeholders to ensure that trade and invest-
ment serves as a tool for poverty eradication.
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In 2010, Zambia ranked as the 5th Largest African exporter of tobacco, with an 
annual export value of over US$110 million which accounts for only 0.9% of Gross 
Domestic Product compared to 3% of GDP for Malawi. However, the Tobacco 
Industry in Zambia contends that the most notable contribution of tobacco to the 
economy is it’s contributions in terms of employment. The Tobacco Industry claims 
direct employment in the sub-sector is about 450,000 people, and that the majority 
of which are in the rural areas (TBZ, 2017). 

ZambiaZambia has a comprehensive legal framework for tax administration and taxation 
of tobacco products. Tobacco products are subjected to the following taxes in 
Zambia: Customs Duty of 25%, Value Added Tax (VAT) of 16%, and a Surtax of 5%. 
Furthermore, because tobacco is an excisable product, tobacco products are also 
subjected to Excise Duty of 145% of the value for duty purposes (VDP) or K240/mille, 
whichever is higher, effective 2020 the specific excise duty rate is 265/mille. There 
are also some local taxes on tobacco and a levy imposed by the tobacco Board 
of Zambia directly on farmers. of Zambia directly on farmers. 

During the period 2013 to 2018, The Zambian 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 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. 

The WHO recommended benchmark on excise tax is 70 percent. Excise duty on 
tobacco is relatively low (12.1%) which is approximately K6.45 million on average 
per year, which also places Zambia below South Africa, Kenya and Uganda in 
terms of tobacco taxation. Countries such as Mozambique, Tanzania, Malawi and 
Zimbabwe, which are top exporters of tobacco and tobacco products have lower 
excise taxes on tobacco. 

TheThe Revenue outcomes during the period 2013 to 2018, where due to a number of 
tax changes. Excise tax 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. The increase in excise duty on imported 
tobacco resulted in increased tax revenue while the decrease of excise duty on 
local tobacco resulted in revenue losses between 2013 and 2018.
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Tombwe Processing Company Limited 
is the major tobacco processing com-
pany in Zambia while manufacturers of 
tobacco cigarettes include Roland Im-
perial 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 encouraged the 
local manufacturing of cigarettes 
(ZRA, 2019). In 2019, Roland Imperial 
TobaccoTobacco invested US$20million into a 
state-of-the-art facility with a capacity 
to process 4.5 tonnes of tobacco per 
hour (Daily Mail, 2018). 

These and other investments are indic-
ative of the profitability of the sector at 
corporate level. Tobacco companies 
have continued to assert the domi-
nant narrative that tobacco produc-
tion generates both profits and reve-
nues, contributes to GDP, and is an 
portant source of employment and 
rural livelihoods in Zambia. There are 
however limited statistics from the to-
bacco control players to counteract 
these arguments.  Consequently, the 
Zambian government now considers 
Tobacco as a high-value crop (ZNBC, 
2018). 

1.1 Tobacco Production In Zambia 
ZambiaZambia is one of Africa’s top producers 
of tobacco, following behind Malawi, 
Zimbabwe, Mozambique and Tanzania. 
In 2012, five African countries were 
among the top 20 producers of tobac-
co leaf in the world, these included; 
Malawi (6th), Tanzania (8th), Zimbabwe 
(9th),(9th), Zambia (16th) and Mozambique 
(17th). These Africa countries have high 
levels of poverty and thus promote to-
bacco production as an important 
source of income, export earnings and 
employment (Hu and Lee, 2015)

In 2010, Zambia ranked as the 5th Larg-
est African exporter of tobacco, with an 
annual export value of over US$110mil-
lion. This Notwithstanding, Tobacco pro-
duction contributes little to Zambia’s 
Economy. In 2017, Tobacco accounted 
for only 0.9% of the Gross Domestic prod
uct compared to over 3% of GDP for 
Malawi (TBZ, 2017).

According to the tobacco Industry play-
ers, the most notable contribution of to-
bacco to the economy is in terms of em-
ployment. The TBZ (2017), has contend-
ed that direct employment in the 
sub-sector is about 450,000 people, with 
the majority being in the rural area. 
Zambia has seen an increase in tobac-
co production in recent years. During 
the 2017-2018 farming season, tobacco 
leaf output increased to over 30,000 
tonnes from about 23,000 tonnes record-
ed during the previous farming season 
(TBZ, 2019).

1.2  Tobacco Companies in Zambia 
Zambia is home to a number of interna-
tional tobacco processing and manu-
facturing companies.
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Table 1 shows that countries such as 
Mozambique, Tanzania, Malawi and 
Zimbabwe, which are top exporters of 
tobacco and tobacco products have 
lower taxes on tobacco. 

ZambiaZambia lags behind South Africa, 
Kenya and Uganda in terms of tobac-
co taxation, with 27.43% of the price of 
cigarettes being excise tax. 

During 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 av-
eraged K150.7 million (about US$12.7 
million)million) each year from 2013 to 2018. 
The vast majority 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 
COMESACOMESA states. According to the 
Zambia Revenue Authority (2018), a 
total of K177.2 million (about US$14.9 
million) was generated from locally 
manufactured tobacco products 
during the period 2013 to 2018. The 
Zambian Government therefore col-
lects far more revenue from imported 
tobacco products as compared to lo-
cally manufactured tobacco prod-
ucts. Table 7.gives the breakdown of 
tobacco taxes between the period 
2013 and 2018 in terms of tax catego-
ries:
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The Government of the Republic of 
Zambia has recently been paying 
huge sums of money in debt servicing, 
about US$1.4 billion in 2018 alone, due 
to its debt stock now estimated to be 
about US$ 17 billion dollars. This has re-
sulted in reduced Government ex-
penditure towards domestic services, 
depletion of foreign reserves, delayed 
salaries for civil servants and other eco-
nomic challenges. There is therefore 
need for the Government to identify 
strategic sectors where more taxes 
can be collected in order to increase 
domestic resource mobilization.

The agricultural and forestry sector is 
the least contributor to Government 
tax revenue. In 2017, the sector con-
tributed only 1.9% to Government tax 
revenue as compared to the mining 
sector (26.5%), wholesale and retail 
sector (16%) and manufacturing sector 
(8%).(8%). The tobacco sub-sector is howev-
er a significant contributor to tax reve-
nue within the agricultural sector. The 
tobacco sub-sector contributed 64.4% 
of tax revenue in the agricultural sector 
in 2014 and 20.7% in 2017.

The major taxes imposed on domestical-
ly 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 approxi-
mately K6.45 million on average per 
year.  

These Revenue outcomes during the 
period 2013 to 2018, were due to a 
number of tax changes. 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/milleK240/mille in 2018. Consider the table 
below:

...........................TAX PROPOSALS 
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The later will be due to the increased 
need for value addition on domestic 
tobacco when importing tobacco be-
comes more expensive.
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