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EXECUTIVE SUMMARY
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 alka-

loid nicotine in form of products such as chew-

ing tobacco, Cigars, Cigarettes, Creamy snuff, 

Dipping tobacco, Gutka, Snuff and others. De-

spite 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 smoke-

less tobacco. 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 bil-

lion, equal to the combined profits of Coca-Co-

la, Microsoft, and McDonald’s in the same year 

(Maurer Foundation, 2012). Tobacco produc-

tion 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. Every 

year, about 6.7 million tons of tobacco is pro-

duced throughout the world. The top producers 

of tobacco are China (39.6%), India (8.3%), 

Brazil (7.0%) and the United States (4.6%).

Within the past decades, Tobacco production 

has seen a shift from the developed world to 

developing countries like Kenya, Malawi, Zim-

babwe and Zambia which have been increas-

ing their cultivation of the crop. These 
countries predominantly grow tobacco 
for its economic contribution through 
export earnings and its potential to gener-
ate the much-needed taxes for develop-
ment. As such most of the locally pro-
duced tobacco is exported to the devel-
oped nations. 

Over the past few years, a growing debate has 

arisen as to why African countries should do-

mesticate the WHO-FCTC when tobacco pro-

duction has significant economic benefits. In 

the case of Zambia, the tobacco sub-sector re-

mains relatively small in terms of economic con-

tributions to GDP and exports. Available statis

tics indicate that -Tobacco production contrib-

uted only 0.9% to Zambia’s GDP in 2017 com-

pared to over 13% of GDP for Malawi in the 

same year. For the Zambian case, the most no-

table contribution of the tobacco sub-sector to 

the economy is in terms of employment: ac-

cording to the Tobacco Board of Zambia (TBZ), 

tobacco production employs more than 2.3 mil-

lion people throughout the value chain in 

Zambia. Literature suggests the tobacco com-

panies make huge profits but limited informa-

tion exits on the profitability of tobacco at farm-

ing level.

This study assessed the production characteris-

tics, profitability and tax revenue generating 

capacity of the tobacco sector in Zambia. 

Specifically the study sought to investi-
gate the characteristics of Zambia’s to-
bacco farmers in terms of production and 
assess the narrative that tobacco farmers 
perceive tobacco farming to be very 
profitable. Since Zambia is currently ag-
gressively perusing domestic resource mo-
bilization, it is critical to evaluate how the 
tobacco sub-sector can contribute to 
government revenue collections. There-
fore, the study also used data from the 
Zambia Revenue Authority to evaluate 
the revenue generating capacity of the 
sub-sector.   
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The study employed a mixed method ap-

proach which involved the collection of data 

from 220 tobacco farmers drawn from eight Dis-

tricts within four of Zambia’s  tobacco growing 

provinces namely; Eastern, Southern, Central 

and Western Provinces. Household question-

naire and Focus Group discussions where em

ployed to collect data from the farmers. Further, 

desk review and key informant interviews where 

used to collect information on how the tobac-

co sector is organized and data from Zambia 

Revenue Authority (ZRA) was used to assess the 

revenue generating capacity of the sector.

The study established that tobacco farming in 

Zambia is still backward in terms of technology 

and consequently labour intensive. Further-

more, 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 
beenbeen estimated that profits are in the 
region of US$ 1.88 per kilogram on aver-
age if labour costs are not taken into ac-
count. However, the farming of tobacco 
at household level results in losses of 
US$3.26 per kilogram but remains sustaina-
ble for most farmers because they trade 
their labour for revenues since the reve-
nues can cover their non-labor input 
costs. In line with the finding of the World 
Bank (2002) for the case of Zimbabwe, we 
find that growing tobacco using hired 
labor is profitable in Zambia with average 
profits being US$ 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 

accountedaccounted 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 great revenue 

generating capacity. ZRA can easily collect 

taxestaxes from the sector due to its relative high 

level of organization: owing to the fact that 

tobacco is a controlled substance in Zambia.

The Center for Trade policy and Development 

therefore recommends that government should 

consider the potential of the Tobacco sector in 

contributing to domestic resource mobilization 

within the agricultural and forestry sector. Under 

given tax changes, such as increasing local 

excise duty from K60 per mille to K90 per mille 

thethe sector can generate more government 

revenue. It is also important to perform a 

multi-ministerial sensitization concerning the 

health risks of growing tobacco especially using 

household labour-which can potentially involve 

the use of children. Although the study finds that 

most tobacco farmers have primary or 

secondarysecondary education, more than 50% of the 

tobacco farmers either do not own or use 

protective clothing in growing tobacco. 

Zambia should move towards developing a 

system which can capture the health risks and 

health costs of tobacco illness. Moving forward, 

tobacco tax changes should be based on 

actualactual cost of illness and treatment of tobacco 

products within Zambia’s health sector. 


