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Self-reinforcing mechanism of user generated
content makes the Internet value chain a circle
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■ Data prices and data quality
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are essential to wider
broadband adoption and the
potential for eﬃciency gains
through digitalisation.

■ In the past, the data flow was
from content owners to the
end-user via radio, TV and the
public Internet. Today, users
create content through social
media applications and other
ways of uploading data,
contributing to the content
segment of the value chain.

■ The bandwidth tax will
increase the cost of the
Connectivity segment and
slow down broadband
adoption and the digital
transformation of the DR
Congo.
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■ Operators were notified in January 2021 by the Ministry of Posts, Telecommunications and
Digital Economy that they were required to pay a 5% fee on all international bandwidth

■ The letter from the Minister referred to a decree passed in February 2012 that set out the
regulator’s (ARPTC) sources of income.

■ The Decree lists several sources of income, including a 15% fee on all oﬀ-net calls and a 5% tax
on all international bandwidth

■ However, it seems that only the bandwidth tax is now being implemented
Target

Regulatory Fees

Responsible

15% of loss of earning due to dispute

Complainant

15% of losses due to interference,
with a minimum of $ 15,000

Operator causing the jamming

Approval of interconnection contracts

Per contract US$10,000

Operators concerned

Termination of international voice calls

15% of the cost per minute excluding
taxes of international voice call

Sending operator

5% of the cost of international
bandwidth (Mbps) excl. taxes

All internet access providers

Settlement / arbitration disputes
Interference complaints

Data networks

Source

Decree No. 12./45 of 20-02-2012, Setting the terms of calculation and rates of
income for the Regulatory Authority of the Postal and Telecommunications
Sector (ARPTC)
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DRC ranks close to the bottom for most ICT indicators

First Mile
Middle Mile

Value

African Rank

9.40

48

1.16

31

0.30

31

2 USD

45

4.6%

43

20 USD

40

46.2%

38

SIMs per 100 inhabitants

42.8%

42

Mobile broadband SIMs per 100 inhabitants

0.20%

32

3G Population Coverage

54.0%

37

2.06

39

Used International Bandwidth in Mbps per 10,000 population 2019
Fibre Km per 1,000 Sqkm
Km backbone fiber per 10,000 inhabitants
Price of 300MB data
use per month

USD

Price of 20GB data
use per month

USD

Aﬀordability
Last Mile
Adoption

Infrastructure
Source

% GNI per capita per month

% GNI per capita per month

Average Mobile download speed (Mbps)
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https://researchictsolutions.com/ict-evidence-portal-africa/ict_evidence_portal_africa.php

■ 47 countries in Africa use more international bandwidth per capita and 44 are cheaper for 300
MB basket per month

■ Using 10MB per day for a month, i.e., 300MB, costs 4.6% of the average GNI per capita per
month in the D.R. Congo, double the target of the 2% aﬀordability target of the Broadband
Commission (https://www.broadbandcommission.org/Pages/targets/Target-2.aspx)

■ An international bandwidth tax increases the input cost for mobile broadband and will lead to
higher prices and less investment.
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ICT Sector specific taxes are already very high

Devices and SIM cards
Consumer
Calls, SMS and Mobile
taxes
broadband
Imported Handsets
Profits

Operator
taxes
Regulatory fees

Imported network
equipment

Source
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Tax type

Tax rate

VAT

16%

VAT

16%

Excise duty

10%

Customs duty

27.6%

Corporation tax

35% (1% of turnover if loss making)

Regulatory revenue fee

2%

Local interconnection fee
revenues

US$ 0.00434/minute

International interconnection fee

US$ 0.08/minute

Numbering fee

S$ 0.45/standard number

Customs duty equipment

21.8% - 39.2%

GSMA 2015: Digital inclusion and mobile sector taxation in the Democratic Republic of the Congo
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The new bandwidth tax violates 4 out of 5 best
practice principles

Principle

Broad-based

Best practices principles for taxation

Bandwidth Tax

A broad base of taxation means that a lower tax rate
is required to raise the same revenue, while sector
specific taxes distort incentives and require higher
levels of taxation to get the same revenue.

Singles out the ICT sector

Sector specific taxes should be imposed on activities
with negative externalities where the objective is to
Take into account
lower consumption, such as alcohol or tobacco, and
externalities
should not be imposed on sectors with positive
externalities, such as telecoms.
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The eﬀect of the tax is slower mobile
broadband adoption and usage and a
disincentive for urgently needed
network investment

Simple and
enforceable

Taxes should be clear, easy to understand, and
predictable, thereby reducing investor uncertainty
and ensuring better compliance.

The bandwidth tax can easily be
collected from purchasers of
international bandwidth, such as MNOs
and ISPs.

Incentives for
competition &
investment
should be
unaﬀected

Higher taxes for one sector in comparison to the rest
of the economy could reduce investment in that
sector.

The high number of ICT sector-specific
taxes are an investment disincentive.

Progressive not
regressive

The tax rate should increase as the taxable amount
increases. Specific value taxes on small amounts
should be avoided because they make the poor pay
more.

The bandwidth tax is regressive
because it is likely to eﬀect end user
prices evenly and this means that the
poor pay the same as the wealthy.

Source

GSMA, 2016

RIS 2021
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Tax revenue as a share of GDP dropped from 11.3% in
2012 to 6.6% in 2017. DRC could be collecting US 5.3
billion more taxes at an average African ratio of 17.2%
Tax Revenue as % of GDP in 2017

DRC Tax Revenue as % of GDP
11.3%

6.6%

2010 2011 2012 2013 2014 2015 2016 2017

13.5%

Uganda
Congo

12.5%

Botswana

12.2%

OECD

7.5%

16.0%

Rwanda

Africa (26)

10.1% 9.4% 9.6%

16.7%

Mali

DRC

8.7% 9.2%

19.3%

Burkina Faso
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GDP USD billion GDP to
50.4 in 2019
Tax ratio

6.6%
17.2%
34.2%

Tax revenue
USD billion

Diﬀerence to
current level

2017

6.6%

3.33

2015 level

9.6%

4.84

1.51

2012 level

11.3%

5.70

2.37

Africa 2017 (26)

17.2%

8.67

5.34
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A 10% increase in broadband penetration is likely to
yield USD 1.2 billion in additional GDP growth and USD
82 million in additional tax revenues
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■ Indirect GDP contribution of an additional 10% mobile broadband penetration would
add USD 1.2 billion in GDP growth and USD 82 million in additional taxes per year.

■ The

tax to GDP ratio is low at around 6.6%. Increasing the broadband penetration by
10% and enforcing better tax compliance may lead to an explosive jump in revenue
collection.

GDP USD billion
GDP growth for 10% higher broadband penetration
Additional GDP in USD billion
% Tax to GDP Ratio
Additional Tax USD million

DRC

Source

50.4

WDI for 2019

2.46%

ITU, 2020 for Africa

1.2

Calculation

6.6%

OECD (Year)

82

Calculation
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■ Telegeography tracks the prices for international bandwidth for select African cities, unfortunately
Kinshasa is not tracked

■ Prices per Mbps per month were calculated by combining the cost of the line from an African city to
London plus the cost of the port in London (i.e., weighted median monthly price Per Mbps for a 10
GigE IP transit port).

■ The bandwidth tax may result in a mere USD 200,000 per year given the low international bandwidth
usage in the DRC. If the DRC had similar traﬃc to South Africa, the tax would result in USD 19 million.
This illustrates how small the DRC market is for international bandwidth, while at the same time
providing a perspective on how this tax will impact the operators in the DRC in the future.
Weighted
Median 10
GigE IP Transit
Prices in
Africa
Nairobi

Price of 10
Gbps
transport

Median
price in
Mbps per
month

Price of IP
Price per
transit in
Mbps per
London per
month
month
(USD)

56,640

5.66

0.26

5.92

71.09

Johannesburg

24,000

2.40

0.26

2.66

31.92

Lagos

32,000

3.20

0.26

3.46

41.52

4.01

48.18

Average

Estimated tax revenues for DRC from bandwidth tax

Annual
price per
Mbps
(USD)

DRC

South Africa

Total Used International Bandwidth (Mbps)

82,000

7,944,000

Average price of IP transit in Mbps in USD (annualized)

48.176

48.18

0.05

0.05

197,522

19,135,507

Bandwidth tax
Estimated tax revenues USD
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DRC should consider scrapping excise duties rather than
introducing new taxes - focusing on tax eﬃciency and
utilising the ICT sector as a growth engine may yield
USD80 million in additional tax revenues each year
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LOWER ICT SECTOR TAXES
HIGHER AFTER TAX PROFIT

LOWER END USER PRICE

MORE INVESTMENT

MORE COVERAGE & HIGHER QOS

HIGHER DEMAND

DIRECT IMPACT

INDIRECT IMPACT

MORE VAT, PAYE, &
CORPORATE TAX
FROM ICT SECTOR

GDP AND JOB
GROWTH ACROSS
ALL SECTORS
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■ DRC needs better and faster broadband service and more broadband coverage to drive
economic growth and job creation and utilise the potential of the digital economy and digital
trade

■ Several ICT sector specific taxes have been proposed over the last couple of years. These taxes
discriminate against the poor, pose an additional burden to mobile broadband adoption and will
slow down economic growth and job creation.

■ The tax-to-GDP ratio is very low in the DRC. The solution to increased tax revenues for the state
is not new taxes, but better tax administration. Increasing tax rates and new taxes punishes
compliant companies at the expense of non-compliant companies.

■ The bandwidth tax would slow broadband adoption and economic growth. Instead, DRC should
remove all excise and import duties and use the ICT sector as an engine of growth for the entire
economy.

■ A pro-active growth strategy based on higher tax eﬃciency and utilising the ICT sector as a
growth engine for the economy yields more taxes than trying to squeeze the ICT sector even
further.

© Research ICT Solutions 2020

RIS

References

12

■ World Bank: Mobilizing Tax Resources to Boost Growth and Prosperity in Sub-Saharan Africa, https://www.worldbank.org/en/results/
2019/09/09/mobilizing-tax-resources-to-boost-growth-and-prosperity-in-sub-saharan-africa

■ PWC: Tax reform needed to promote economy, https://www.pwc.co.za/en/press-room/tax-increase.html
■ Brookings Institute: Mobilization of tax revenues in Africa State of play and policy options, https://www.brookings.edu/wp-content/
uploads/2018/10/Mobilization-of-tax-revenues_20181017.pdf

■ GSMA: Digital inclusion and mobile sector taxation in the Democratic Republic of the Congo, https://www.gsma.com/
mobilefordevelopment/wp-content/uploads/2016/01/gsma-digital-inclusion-and-mobile-sector-taxation-in-the-democratic-republicof-the-congo-report.pdf

■ GSMA: Rethinking mobile taxation to improve connectivity, https://www.gsma.com/publicpolicy/resources/rethinking-mobile-taxationto-improve-connectivity

■ IMF:Tax Capacity and Growth: Is there a Tipping Point?, https://www.imf.org/external/pubs/ft/wp/2016/wp16234.pdf
■ ITU (2013). Taxing telecommunication/ ICT services: an overvIew, https://www.itu.int/en/ITU-D/Regulatory-Market/Documents/
Publications/Taxation2%20E-BAT3.pdf.

■ ITU (2020). How broadband, digitisation and ICT Regulation impact the global economy, https://www.itu.int/en/ITU-D/Conferences/
GSR/2020/Documents/ITU_Global_Econometric_Modeling_GSR-DiscussionPaper.pdf.

■ OECD: Revenue Statistics in Africa 2019, https://www.oecd.org/tax/tax-policy/brochure-revenue-statistics-africa.pdf
■ Czernich, N., Falck, O. Kretschmer, T., & Woessmann, L. 2009. Broadband Infrastructure and Economic Growth, CESifo Working Paper
Series 2861, CESifo Group Munich. https://ideas.repec.org/p/ces/ceswps/_2861.html

■ Koutroumpis, P. 2018. “The economic impact of broadband: evidence from OECD countries”. https://www.ofcom.org.uk/__data/assets/
pdf_file/0025/113299/economic-broadband-oecd-countries.pdf

■ OECD (2013), “Broadband Networks and Open Access”, OECD Digital Economy Papers, No. 218, OECD Publishing. http://dx.doi.org/
10.1787/5k49qgz7crmr-en

■ Qiang, C. Z., Rossotto, C., Kimura, K. 2009 Economic Impacts of Broadband. In Information and Communications for Development
2009: Extending Reach and Increasing Impact, 35–50. Washington, DC: World Bank.

■ Scott, Colin. 2012. “Does Broadband Internet Access Actually Spur Economic Growth?” http://www.eecs.berkeley.edu/~rcs/classes/
ictd.pdf
© Research ICT Solutions 2020

RIS

Research ICT Solutions

DR. CHRISTOPH STORK
PARTNER, RIS
PHD, ECONOMICS

STEVE ESSELAAR
PARTNER, RIS
MBA

www.researchictsolutions.com

www.researchictsolutions.com

+27 84 999 000 2

+1 778 865 5695

christoph@researchictsolutions.com

steve@researchictsolutions.com

13

