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Tobacco Taxation in Zambia
For Journalists and Civil Society Organisations
The Health Challenge and Tobacco Consumption in Zambia
Tobacco use is a significant public health challenge in Zambia, contributing to a rising burden of non-communicable diseases (NCDs) such as cardiovascular disease, cancer, and chronic respiratory disease. These diseases cause premature death and disability, placing a heavy strain on the Zambian healthcare system and national productivity.
· An estimated 7,100 people are killed by tobacco-related diseases in Zambia each year.
· Approximately 1.7 million adults in Zambia smoked in 2021, with a prevalence of 9.7%.
· Worryingly, 25% of Zambian students aged 13-15 use tobacco, indicating a need for urgent action to protect young people.
Tobacco Taxes, Revenue, and International Experience
Zambia’s current tobacco tax policies are not effectively curbing consumption or maximizing revenue potential.
· Current Tax Structure: Zambia applies a tiered specific excise tax on cigarettes. Other tobacco products, such as loose-leaf tobacco, are largely untaxed, creating a significant loophole.
· Revenue Impact: The current estimated annual revenue from tobacco taxes is approximately ZMW 160 million. However, with an optimal tax rate and structure, Zambia could potentially generate over ZMW 2.3 bn annually. The preferential rate for domestic cigarettes alone costs the government an estimated ZMW 500 million per year in lost revenue.
· Proposed Tax Reforms: The 2025 Supplementary Estimates propose to increase the specific excise duty rates on unmanufactured tobacco, cigars, cheroots, cigarillos, cigarettes, and other tobacco products to ZMW400 per kg or per ml from ZMW 361. While a step in the right direction, this is a modest increase.
· International Experience: Countries like the Philippines and South Africa have demonstrated that significant increases in tobacco taxes lead to both substantial reductions in smoking rates and dramatic increases in government revenue. The Philippines, for instance, raised over US$6.6 billion in 2020 from "sin taxes" which were earmarked for universal health coverage. These examples show that well-designed tobacco taxes are a "win-win" for public health and national budgets.
Special Economic Zones (SEZs) and Tax Loopholes
Special Economic Zones (SEZs) in Zambia offer a range of tax incentives to attract investment. While intended to boost economic growth, these zones can create loopholes that the tobacco industry can exploit to minimize their tax obligations. As an example, British American Tobacco has a presence in the Lusaka South Multi-Facility Economic Zone (LSMFEZ) and could potentially evade the increased excise taxes as a result.
The specific tax incentives offered in Zambian SEZs include reduced corporate income tax rates and accelerated depreciation allowances. While some countries, like South Africa, explicitly exclude tobacco manufacturing from SEZ tax incentives, it is crucial for Zambia to ensure that tobacco companies operating within its SEZs are not benefiting from preferential tax treatment that undermines public health goals. Closing any such loopholes is essential to ensure that all tobacco products are appropriately taxed, regardless of where they are produced.
The Issue of Loose-Leaf vs. Cigarettes
A significant challenge in Zambia is the widespread availability and use of untaxed loose-leaf tobacco.
· An estimated 40% of smoked tobacco in Zambia is loose-leaf.
· Loose tobacco is sold cheaply in markets across the country, often to children, with no health warnings or tax stamps.
· This undermines the effectiveness of cigarette taxes, as smokers can easily switch to the cheaper, untaxed alternative.
To address this, it is recommended that Zambia introduces a tax on loose tobacco by weight, at a rate equivalent to that of factory-made cigarettes. This would close a major loophole, protect youth, and increase revenue.
Digital Tax Stamps
Implementing a modern, secure digital tax stamp system is critical for effective tobacco tax administration and for combating illicit trade.
· Current System: Zambia's current tax stamp system is outdated and lacks essential security features, making it vulnerable to counterfeiting and smuggling.
· The Solution: A digital tax stamp system, compliant with ISO 22382 standards, would provide real-time tracking and tracing of tobacco products throughout the supply chain. This would significantly reduce illicit trade and increase tax revenue.
· Country Experiences: Kenya and Tanzania have successfully implemented digital tax stamp systems, leading to substantial increases in revenue and reductions in illicit trade. These systems are typically funded by the industry at no direct cost to the government. The Zambia Revenue Authority has announced its intention to implement a Digital Tax Stamp solution, but this has been met with some resistance from manufacturers.
The digital tax stamps would supplement physical tax stamps, which remain essential, with digital tracking and tracing capabilities.

Opportunities for (further) Policy Reform
1. Tax Reform: Implement a uniform specific excise tax on all cigarettes, eliminating the preferential rate for domestic products, and introduce an equivalent tax on loose-leaf tobacco.
2. Increase Taxes: Gradually increase tobacco taxes to meet the WHO-recommended benchmark of at least 70% of the retail price being excise tax.
3. Digital Tax Stamps: Immediately begin the procurement process for an independent, ISO-compliant digital tax stamp system.
4. Close SEZ Loopholes: Review and amend SEZ regulations to ensure tobacco companies are not benefiting from tax incentives that undermine public health.
5. Enact Tobacco Control Bill: Pass the long-delayed Tobacco Products and Nicotine Products Control Bill to align Zambian law with the WHO Framework Convention on Tobacco Control.
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