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In the pa st , pol it ica l pa r t ies i n Zambia  
argued that mining companies were not  
c ont r ibut i n g t hei r  sha re t ow a rd s t he  

countr y’s economy. Consequently, Zambia  
has a long history of disputed changes to its  
mining ta x regime, which has strained the  
relationship bet ween government and the  
mining sector.

However, the countr y introduced a new  
sliding-scale mineral royalty tax (MRT) system  
on June 1 that imposes lev ies on operators  
according to the copper price at the time. When 
the copper price is below $4 500/t , mining  
companies will pay 4% in government royal-
ties. If the copper price is between $4 500/t and  
$6 000, mines will pay a royalty tax of 5% and,  
if the price is higher than $6 000/t, mines will  
pay a royalty rate of 6%.

“This applies to underground and open-
cast mining operations in Zambia,” explains 
professiona l ser v ices f ir m K PMG Zambia  
director Michael Phiri , noting that mining  
companies are “extremely happy” with the new 
MRT system.

Phiri adds that corporate income tax remains 
at 30%, but that the 15% variable profit tax has 
been revoked.

Zambia Chamber of Mines (ZCM) presi-
dent Nathan Chishimba remarks that the new  
sliding-scale MRT system is a ver y positive  

development, as the new tax regime is a product 
of open dialogue between the Zambian mining 
industry and government.

“It has taken into account the mutual interests  
of both parties. Mining is a long-term game  
conducted over . . . several years and we believe 
that the newly enacted regime takes that into 
consideration,” he states.

Political Consensus
Phiri highlights that, with Zambia set to hold  
a general election on August 11, all the coun-
t r y ’s major pol it ica l pa r t ies seem to have  
agreed – “for the first time ever” – not to jeop-
ardise investor sentiment towards the mining  
industry by avoiding the inclusion of populist 
rhetoric and policies concerning the sector in 
their respective manifestos.

The manifesto of the current governing  
party, the Patriotic Front (PF), states that the 
Zambian mining industry has been character-
ised by “uncertainty” in the policy framework  
and frequent amendments to the legislative 
regime of the sector, giving rise to “erratic” invest-
ment in mining and minerals development.

Small-scale mining activities, which would  
contribute significantly to national economic 
development, have also not performed well, owing 
to a lack of credit financing and poor market-
ing, the manifesto states. The party notes that, 

despite the availability of mineral occurrence 
data, there has not been any meaningful effort  
to diversify beyond copper and develop other  
minerals. There has also not been any deliber-
ate policy to promote value-addition industries  
in the mining sector, which has subsequently  
led to a “colossal loss” of revenue and a lack of 
job-creation opportunities.

Therefore, to enhance the development of 
the mining sector, the PF says, if re-elected, it  
would seek to implement several measures to 
address these shortfalls.

These include diversifying Zambia’s mining  
sector from base metals to other minerals,  
such as industrial and energ y minerals, and 
ramping up the country’s copper production  
to two-million tons a year by the year 2017 from 
its current 711 515 t/y.

The party also states that it will review the  
mining policy framework to create “stability  
in the sector” and the legislative framework 
to restore mining investors’ confidence in the 
industry.

Further, the PF pledges to promote invest-
ment in value-addition industries by estab-
lishing incentives to encourage the adoption  
of environmentally sustainable mining tech-
nologies, incorporating energ y sav ing, the  
reduction of health hazards, pollution control  
and the safe disposal of waste.
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M e a n w h i l e ,  o p p o s i t i o n 
party United Party for National 
Development (UPND) contends 
that Zambia “ has been blessed  
with resources”, but claims that  
g o v e r n m e n t  i s  “ f a i l i n g ”  t o  
manage that natural wealth for  
the benefit of all Zambians.

The U PN D says “a stable and  
consistent policy environment” is 
critically important for business 
and investors.

“ W hat ha s happened i n ou r 
mining sector over the past year 
has shown the damage that can 
resu lt f rom a government that  
fails to give clear direction, [as 
well as] how the failure to provide  
good leadership will result in job 
losses and increased su f fering 
among our people.

“We would rather see govern-
ment take a little less in pay-as- 
you-earn tax contributions than 
our people losing their jobs. We  
will ensure stability and consist-
ency in terms of policies and . . .  
d e v e l o p  t h e m ,  w i t h  j o b s  a n d  
oppor tunities for Zambians as  
t he major con siderat ion ,”  t he  
party states.

The manifesto of Zambia’s other major oppo-
sition party, the Movement for Multi-Party 
Democracy (MMD), emphasises that it w ill  
not revert to nationalisation of the mining  
sector, but instead strengthen policies that  
will encourage Zambians to own mines.

The MMD states that, if it were elected, it  
would take “a firm, but sober-minded approach 
to dealing with mining companies” and avoid 
popu l ist ,  emot iona l decisions that m ig ht  
potentially jeopardise jobs for Zambians in the 
sector.

“The mining industry employs more than  
50 000 people and engages tens of thousands  
of contractors [that] col lect ively suppor t  
hundreds of thousands of family members.  
All these people will be put at risk if rash deci-
sions are made.

“The overall objective is to establish a new, 
transparent, w in-w in partnership between  
government and the mining companies, gov-
erned by a clear policy direction to foster mutual  
confidence and economic stability and leading  
to greater investments and faster economic 
growth,” the MMD says.

Further, Chishimba tells Mining Weekly that 
the ZCM does not feel that there is any cause  
for major concern going into the upcoming  
election because the chamber is “very certain” 
that there is a better understanding among all 
political players that mining is not a short-term 
endeavour.

“Parties understand now that the benefits  
emanating from the sector always have to be 

viewed over a longer life span than what might 
be politically expedient,” he comments.

The ZCM a lso believes that the cu r rent  
narrative around mining is changing – from 
the more adversarial approach towards the  
sector followed by most politicians in the past  
t o one of more posit i ve en ga gement a nd  
ex plorat ion of m i n i ng ’s mut ua l benef it s , 
Chishimba adds.

Dissenting Voices
Nonetheless, the changes to the MRT system 
have not been met with universal approval, as 
civil society groupings, such as Publish What 
You Pay Zambia and the Zambia Tax Platform  
maintain that the new MRT bands are “retrogres-
sive” and will “compromise” mineral resource 
revenue collection.

These civil society organisations (CSOs) are 
of the view that the country’s mineral resources 
should be left in the ground for exploitation by 
future generations if current regulations are 
deemed too onerous by potential and current 
investors.

“We wish to re-emphasise that we are in total 
support of having progressive tax reforms in  
the mining sector; however, the proposed  
tax bands, as the f loor and ceiling tax rates  
peg ged to the va lue of the m inera l on the  
London Metal Stock exchange, are too low,  
investor-led and do not represent the interests 
of the Zambian people in getting a meaning-
ful compensation share for mineral extraction,”  
the CSOs explain.

These organisations argue that the MRT is 

meant to be a compensation for 
mineral resource extraction, but 
that the new ta x bands w ill not 
enhance revenue collection for 
compensation in times of com- 
modity booms.

Fur ther, the CSOs state that 
Zambia needs to make the most 
of it s m i nera l resou rces w h i le  
they are avai lable. The g roups  
highlight that mining in Zambia 
has been tak ing place for more  
than a century, but has not been  
able to make the most of these 
resources after the privatisation 
of the mining sector in the 1990s.

“It  is  i m mora l for a cou nt r y  
w ith high levels of povert y and  
inequalit y to continue to make  
decisions . .  .  that comprom ise  
it s abi l it y t o generat e it s ow n 
resources and address challenges 
domestically,” state the CSOs.

These organisations are also 
u nder t a k i n g r e s e a r c h on t he  
impact of current tax regimes and 
are campaigning for reforms at 
national and international level 
to ensure that the taxing rights  
of Zambia are not undermined  

by “abusive” international tax practices and 
investors.

“We will be neither intimated nor silenced  
on this matter,” the CSOs assert.

Industry Response
Chishimba disag rees w ith these CSOs. He  
firmly believes that the new MRT regime will 
enhance the collection of minerals revenue  
by government rather than compromise it.

“One cannot separate mining tax revenue  
from mining investment because . . . invest-
ment . . . ultimately produces tax revenue,” he  
states, adding that a good tax system balances 
these two competing objectives.

Ch i sh i mba f u r t her poi nt s out t hat t he 
most tax revenue is always generated over the  
longer term, which can happen only if mining 
companies are incentivised to invest over the 
longer term.

“MRT is a tax on production, not profit. It 
is pegged at a relatively low rate and is not  
designed to increase revenues in times of a  
commodit y price boom. Governments col-
lect most of their revenue [at such times] from  
profit-based tax, which is much higher.”

Ch ish imba bel ieves that gover nment is  
on the right track with the new MRT regime,  
and urges civil society to consider it from the 
larger perspective of ongoing investment ,  
employment and economic development.

“One has to balance capitalising on favour-
able market conditions with having a thriving 
industry in the future . . . the government has very  
sensibly recognised this,” he concludes.
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There is no cause for major concern going into the upcoming election as 
there is a better understanding among all political players that mining is 
not a short-term endeavour
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