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1. Introduction
1.1.

On Friday 30th September, 2022, the Minister of Finance and National Planning, Honourable
Dr. Situmbeko Musokotwane, MP, delivered the 2023 budget address to the National Assembly
under the theme “Stimulating Economic Growth for improved livelihoods”. This paper provides a
concise summary of some of the key highlights from the budget address related to the Information
and Communication Technology (ICT) Sector and the associated implications for the sector.

1.2.

The ICT sector was recognised in the address as pivotal to socio-economic development and
employment creation as well as transcending its influence across all sectors of the economy.
ICTs were also acknowledged as vital for enhancing trade through the provision of e-commerce
platforms as well as deepening financial inclusion. It is for this reason that a number of
pronouncements related to fiscal policy as well as economic and structural measures linked to
the sector were pronounced in the 2023 national budget.
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2. Macro-Economic Performance
in 2022 and Outlook for 2023
2.1.

Some of the notable achievements underscored in the budget included the observed stability in
the exchange rate of the local currency relative to the major trading currencies, lower inflation
rates and the development of the Eighth National Development Plan covering the period 2022
to 2026. In addition, the successful conclusion of the arrangement under the Extended Credit
Facility from the International Monetary Fund was highlighted as one of the key achievements
during the implementation period of the 2022 national budget. All these developments facilitated
a conducive environment for the ICT sector to thrive in 2022.

2.2.

The above achievements notwithstanding, some challenges encountered over the last year were
also reported in the budget address. Notably, the supply-side disruptions associated with the
spill-over effects from the Russia–Ukraine conflict saw an increase in prices of critical commodities
such as petroleum products. The average crude oil price in the first half of 2022 was reported to
have rose to US $104.97 per barrel from US $69.00 per barrel recorded during the same period in
2021. This led to higher domestic petroleum pump prices of diesel rising to as high as K28.01 per
litre in July, 2022 which put pressure on the cost of providing various electronic communication
services.

2.3.

The macroeconomic objectives outlined in the 2023 national budget provide a positive outlook
for the economy as a whole as well as the ICT sector. Some of the key macro-economic outcomes
in 2022 and targets for 2023 outlined in the budget address are outlined below:

Table 1: Macro Economic Performance and Targets

Indicator

Actual 2021

Actual 2022

Target 2023

Real GDP Growth

3.6%

3.0%

4.0%

Average Annual Inflation

16.4%

9.9%

6 – 8%

Gross international Reserves

5.5 months
import cover

3.5 months
import cover

Above 3
months import
cover

Overall Fiscal Budget Deficit (% of GDP)

23.5%

9.8%

7.7%

Average ZMK/USD Exchange Rate

ZMK16.37

ZMK16.97

n/a

Average Commercial Bank Lending Rates

25.9%

24.5%

n/a
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3. Government Expenditure and Revenue
Sources in the 2023 Budget
Total Expenditure in 2023 is planned to be ZMW167.3 billion representing 31.4 percent of GDP. The
shares of the expenditure by type are outlined below:
Figure 1: Planned Expenditure for the 2023 National Budget

Environmental
Protection, 0.60%

Housing & Community
Amenities, 1.50%

Health, 10.40%
Public Order & Safety,
3.10%
Recreation, Culture &
Religion, 0.30%

Education, 13.90%

Social Protection,
8.10%

General Public
Services & Debt
Servicing, 39.50%

Defence, 4.90%
Economic Affairs,
20.90%

The budget is expected to be financed through domestic and foreign resource mobilisation efforts. The
resource envelope for the budget by income sources in 2023 is shown below:
Figure 2: Revenue Sources for the 2023 National Budget
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Grants, 1%

Externally Sourced
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Domestic
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4. Tax Policy Measures Related to the ICT Sector
4.1. Abolishment of the Two Tier Corporate Tax Regime in the ICT sector
4.1.1. Corporate taxes are typically applied on the profits of firms. In the Sub-Sahara region, Zambia has
one of the highest corporate tax of 40 percent applied on telecommunication companies. This is
currently calculated on profits above ZMW250 thousand. Profits below this threshold are taxed
at the standard rate of 30 percent. As a result of the above tax framework, operators in Zambia’s
ICT sector incur comparatively high corporate tax rates, which limits their ability to reinvest
in network expansion. The high corporate tax hinders infrastructure investment, especially in
unserved or underserved areas, where more pro-poor programs such as mobile money services
are implemented. A high corporate tax can also act as a barrier to new investments or new
entrants.
Figure 3: Regional Comparison of Corporate Taxes applied on Telecommunication Services; 2022
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Tanzania
DRC
Average CIT
South Africa
Swaziland
Lesotho
Angola
Zimbabwe
Bo tswana
Mad agascar
Mauritius

15.0%

33.0%
32.0%
32.0%
30.0%
30.0%
30.0%
30.0%
30.0%
30.0%
30.0%
28.1%
28.0%
27.5%
25.0%
25.0%
24.7%
22.0%
20.0%

40.0%

Source: PWC Tax Summaries - Corporate Taxes 2022

4.1.2. The 2023 budget addressed these challenges by abolishing the current two-tier taxation system in
the telecommunication subsector and replaced it with a single tax rate of 35 percent. This measure
is expected to improve the telecommunication sector’s competitiveness and attract investment
that would subsequently stimulate increased mobile penetration in the country. The surplus funds
from the measure can be channeled towards the much needed reinvestment into the networks.
4.1.3. On the other hand, licensees whose profit was below the K250, 000 threshold will now be taxed
at 35% and not the 30% which was introduced in 2022. This will result in an increase in the
tax expense for a few smaller operators whose profits are below the threshold. However, the
majority of providers of electronic communication services declare profits in excess of K250, 000
and will significantly benefit from the 5% reduction in the tax applicable to their profits.
4.1.4. Overall, this is a progressive amendment to the tax policy in the ICT sector and will likely attract
more investment into the sector.
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4.2. Extension of the Turnover Tax regime to service providers in the Gig economy
The Budget address also highlighted that the turnover tax regime would be extended to service
providers in the gig economy. This measure was reported to be aimed at simplifying the tax regime
and improving compliance amongst taxpayers in this sub-sector. Currently, entrepreneurs conducting
their business through digital platforms pay their tax under the income tax (Corporate Income Tax)
regime. This category of taxpayers includes independent (freelance) contractors working as content
developers, online marketers, and online traders, among others. The measure which aligns with the
canons of taxation would not only make it easier to pay taxes but also be an important step in nurturing
a new tax stream for the country. As the nature and sophistication of the gig economy is continuously
evolving, there is scope for additional reform to align tax policy to the operations of the gig economy.
4.3. Measures Related to Value Added Tax
4.3.1. The 2023 budget proposed to amend the Zero-Rating Order for VAT to include the supply of
selected Information and Communications Technology (ICT) and telecommunications equipment.
The equipment that would be included in the order includes the following items:
A. Electronic equipment
i. Aerial fibre cable; and
ii. Optical Ground Wire (OPGW)
B. Telecommunication Equipment
i. Optical fibre splitters;
ii. Optical Network Terminals (ONTs);
iii. Shelters for Network Equipment;
iv. Synchronisation Equipment;
v. Synchronous Digital Hierarchy (SDH) Tester; and
vi. Optical Testers
These concessions will assist in extending network deployment in unserved and underserved areas
which would not only deepen mobile and internet penetration but also unlock the provision of key
services such as electronic government services and further broaden financial inclusion.
4.3.2. As a revenue generating measure, the 2023 national budget proposed to standard rate VAT on
the supply of petrol and diesel which is now effective. This is anticipated to put upward pressure
on the cost of providing electronic communication services as diesel is a major input.
4.4. Measures Related to Customs Duty
4.4.1. Most Telecommunication Equipment which attracts customs duty is currently taxed at 25 percent
and in some instances 15 percent. The customs duty rate is an additional cost on the equipment
which slows down the rate of deployment and the extent of network expansion. The 2023 budget
proposed to suspend Customs Duty to 0 percent and 5 percent from 25 percent and 15 percent,
respectively, for a period of 3 years, on selected ICT equipment. The equipment that would be
included in this concession includes the following items:
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Table 2: Electronic equipment

Aerial fibre cable

8544.70.00

25

0

Optical Ground Wire (OPGW)

8544.70.00

25

0

Table 3: Telecommunication Equipment

Telecommunication Equipment

HS code

Current customs duty %

Proposed customs duty %

Optical fibre splitters

9013.80.00

15

5

Optical Network Terminals
(ONTs)

8536.70.00

15

5

Shelters for Network Equipment

9013.80.00

15

5

Synchronisation Equipment

9013.80.00

15

5

Synchronous Digital Hierarchy
(SDH) Tester

9031.49.00

15

5

Optical Testers

9031.49.00

15

5

4.5. Other Measures Related to Taxation
4.5.1. The 2023 budget proposed to standard rate VAT on petrol and diesel as well as reintroduce excise
duty on petrol and fuel. This was mainly premised on ensuring that resources are generated to
support social sector spending especially towards the most vulnerable as well as ensuring that
the interventions are sustainable.
4.5.2. The key implication on the sector is that in the short term there may be some upward pressure
on the cost of providing electronic communication services especially in the value chains that rely
heavily on diesel as the main source of power or used for providing redundancy and guaranteeing
reliability.
4.5.3. The courier sector has experienced rapid growth in participation since the onset of the Covid-19
pandemic. The most significant part of this growth has been the domestic category whose
activity has increased with the number of operators. The use of smaller vehicles and motorcycles
in intra-city deliveries has become popular and hence the reduction of customs duty on electric
vehicles from 30 to 15 percent and on electric motorcycles from 25 to 15 percent is timely. Use of
electric motor vehicles and motorcycles for the postal and courier sector is very common in more
advanced economies due to their fuel cost-efficiency and their lower carbon emissions. Hence,
this reduction provides an opportunity for the country’s postal and courier sector to leapfrog
fellow developing countries’ progress in the use of green delivery vehicles.
4.5.4. The designated operator, Zampost, utilizes bicycles to provide postal services in remote rural
parts of the country. Therefore the reduction of customs duty on bicycles from 25 to 15 percent
translates into a cost reduction for Zampost’s acquisition of bicycles for their deliveries where
applicable.
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4.6. Proposed Measures to Reduce the Cost of Doing Business for MSMEs in the Postal Sector
4.6.1. The courier services market segment has witnessed an influx of a number of MSMEs participating
especially in the distribution of parcels within districts. A number of MSMEs have acquired motor
bikes to facilitate the movement of parcels within cities. While this development is expected
to support ecommerce, a number of MSMEs providing these services are not licensed by the
Authority. This presents challenges related to monitoring quality of service, security risks on
items being moved as well as a loss of revenue to the treasury among others. Furthermore, some
MSMEs may not be able to take up opportunities in the provision of courier services due to the
prevailing license fees.
4.6.2. The 2023 National Budget was sensitive to the participation of small and medium sized enterprises
in the Postal and Courier sector. With respect to this, a pronouncement was made that in the
domestic license category, license fees charged by ZICTA shall reduce from ZMW 15,000 to
ZMW 10,000 whereas for the Local License categories, fees were reduced from ZMW 10,000
to ZMW 5,000. These respectively represented significant reductions of 33 and 50 percent. The
reduction of fees is expected to increase participation of SMEs in the sector and thereby increase
competition and reduce unemployment in the county. The fee reduction is also expected to
increase the government’s revenues in the long run through increased participation in the postal
and courier sector. The reduction is also expected to lessen the number of entities that are
illegally offering postal and courier services
Table 4: Proposed Changes to Upfront Fees for Postal and Courier Service Providers

Description

Upfront Fee
Current

Upfront Fee
Proposed

Change

Local
(duration of 5 years)

Operating in a city/town

K10,000

K5,000

(50%)

Domestic
(duration of 5 years)

Operating nationally

K15,000

K10,000

(33%)

Category
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5. Selected Policy Initiatives and Strategies
likely to affect the ICT Sector
5.1.

A number of policy pronouncements as well as planned strategies likely to have a significant
impact on the ICT sector were highlighted in the 2023 National budget. These are outlined below:
i. Implementation of the National Digital Transformation Strategy: The digital transformation
strategy will be key in actualising the aspiration of transforming the country into a digital
economy. The key priorities related to digital infrastructure, digital, skills, digital services and
platforms as well as digital entrepreneurship and innovation will be important in unlocking this
opportunity.
ii. Review of the Information and Communication Technology Act No. 15 of 2009: This is the
primary legislation related to, among other things, promoting the growth and development
of the ICT sector as well as effectively regulating the provision of electronic communication
services.
iii. Formulation of policies to encourage the uptake of ICTs by persons with disabilities: These
policies will be key in closing the digital divide especially among marginalised groups like
persons with disabilities.
iv. Review of the Postal Services Act No. 22 of 2009: This is the primary legislation in the
provision of postal and courier services. It is expected to improve oversight over the sector’s
development and market conduct and improve service delivery and the reliability and integrity
of postal and courier services which extend to e-commerce.
v. Review of existing legislation to create an enabling environment for the adoption and application
of science, technology and innovation: This will provide a platform for the development of
products and services that would enhance efficiency across all sectors of the economy.
vi. Development of the 2023-2027 National Financial Inclusion Strategy: This will provide
interventions to increase financial inclusion which are likely to leverage on digital technology
to accelerate adoption of various financial services.
vii. Operationalisation of the Border Management and Trade Facilitation Act: This will include
the implementation of the Coordinated Border Management Concept that will streamline the
number of regulatory agencies stationed at the border to six (6) from the current maximum
of eighteen (18). The remaining agencies at borders will ensure that there is orderliness,
cleanliness and efficient service delivery. This may entail establishment of arrangements with
other Agencies to undertake activities at points of entry such as type approval inspections.
viii. Government is developing a state-owned enterprise policy to strengthen their governance
and improve performance: The policy will also provide a framework for conducting periodic
assessment of state-owned enterprises to ensure appropriate interventions. The presence
of state owned entities providing different types of ICT services as well as postal and
courier services in the sector entails that such a measure could have some influence on the
performance of such licensed entities.
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6. Anticipated Impact of the Tax
and Non Tax Proposals on the ICT Sector
6.1.

An econometric assessment of the responsiveness of adoption and usage of ICT services to
changes in pricing was established by looking at elasticities1. Three proxies for adoption of ICT
services were used- penetration, subscription and outgoing traffic. In addition, the effective tariff
rate calculated by dividing total revenues and total outgoing traffic was used to proxy price
changes. The elasticities are outlined below and reflect the impact on any changes in pricing from
the measures proposed:

Table 5: Elasticity estimates for Penetration Rates, Traffic and Subscription

Variables

(1)
logTraffic

(2)
Penetration

(3)
logSubscription

logPrice

-1.446***
(0.127)

-0.436***
(0.0438)

-0.777***
(0.0873)

0.434***
(0.0397)

15.67***
(0.0791)

Constant

21.78***
(0.116)

Observations

10

10

10

R-squared

0.941

0.925

0.908

Standard errors in parentheses
*** p<0.01, ** p<0.05, * p<0.1

6.2.

The elasticity estimates reveal that the impact of changes in the effective price is largest on
traffic volumes followed by subscription rates and penetration rates. Specifically, 10 percent
increase in the effective price for ICT services would lead to a drop in the total outgoing traffic by
14.5 percent while a 10 percent increase in the effective price would lead to a 7.7 percent drop
in subscription. Similarly, a 10 percent increase in the effective price would lead to a 4.4 percent
decline in penetration rates. These estimates confirm the responsiveness of adoption and usage
of ICTs to changes in pricing.

6.3.

The consolidation of corporate tax as well as relief on VAT and customs duty for key capital items
related to ICT and Telecommunication are anticipated to facilitate the attainment of the following
investment targets:
i. Increase population coverage for broadband services ( 3G and above) to 96 percent by 2027;
ii. Increase the number of districts in the country with fibre points of presence from 83 to 116;
iii. Introduction of 5G services in Zambia;
iv. Facilitate increased device penetration for smartphones from 30 percent to 70 percent by
2025; and
v. Increase mobile and internet penetration to more than 100 percent and 70 percent respectively.

1 An estimate of responsiveness of demand to changes in pricing
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Head Office

Stand No. 4909, Corner of Independence
and United Nations Avenues
P.O. Box 36871, Lusaka—Zambia
info@zicta.zm,www.zicta.zm
Toll Free: 7070
Tel: +260 211 378200

Copperbelt

Plot 2735, Liberia Road
Trade Fair Grounds
Ndola—Zambia
Tel: +260 212 651032

Muchinga

Plot 888, Nkakula Street
Chinsali—Zambia
Tel: +260 211 378244

Southern

Plot No. 53031, JK Office Complex
Corner of Hospital Road
Choma—Zambia
Tel:+260 211 000000

Eastern

Plot No. 56, Bishop John Osmers
Office Complex, Church Road
Chipata—Zambia
Tel:+260 211 378246
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