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The digitalization of the global economy has amplified the problem of tax
avoidance and tax fairness and led to a rise in digital taxes around the
world. This webinar seeks to discuss ways for East Africa to address two
crucial issues:
1. Linking taxation rights to where value is created
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Partner, KCL
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CEO
Summit Strategies Ltd
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General Manager
Brunswick Resources Ltd

2. Reforming the current corporate income tax system to disincentivize
transfer pricing to the jurisdiction with the lowest tax rate.

Programme

RIS

Topic

Presenter

3

Time allocation

The digital tax challenge

Steve Esselaar, Partner, RIS

15 minutes

DST in the context of general ICT sector
taxation & the Tax Impact Calculator

Christoph Stork, Partner, RIS

15 minutes

Case Kenya

Muriuki Mureithi, CEO, Summit Strategies ltd

5 minutes

Case Tanzania

Steven Lwendo, General Manager, Brunswick
Resources Ltd

5 minutes

Case Uganda

Tusu Tusubira, Partner, KCL

5 minutes

Panel Discussion

Open Discussion

Closing remarks from panelists

Tusu Tusubira, Partner, KCL
Muriuki Mureithi, CEO, Summit Strategies ltd
Steven Lwendo, General Manager, Brunswick
Resources Ltd
Everyone
Tusu Tusubira, Partner, KCL
Muriuki Mureithi, CEO, Summit Strategies ltd
Steven Lwendo, General Manager, Brunswick
Resources Ltd

30 minutes

30 minutes

15 minutes

© Research ICT Solutions 2022

RIS

4

THE DIGITAL ECONOMY TAX
CHALLENGE
STEVE ESSELAAR
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Sector-specific taxes increase the cost of broadband access and usage and thereby lower economic growth.
Lower economic growth also means lower tax revenue.
The ICT sector should pay its fair share of taxes but not more than other sectors of the economy. Policymakers
need to evaluate the level of the tax burden against the broader developmental objectives for their country.
Universal and affordable access to broadband networks, requires an investment of USD 100 billion by 2030 in
Africa.
Countries that introduce taxes that single out an enabling sector like the ICT sector discourage investment and
make the target of universal broadband access and usage difficult to achieve, posing an obstacle to harnessing
the gains of the 4th industrial revolution (4IR).
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Taxing rights are currently linked to the physical presence of a company in a country.
Digitalisation means that services can be provided to anyone over the Internet. This means that a company could
serve customers in a jurisdiction where it does not have a physical presence and is therefore not subject to tax in
the country. Social media platforms, for example, utilise data they collect from their user-base to sell targeted
advertisements.
At the same time, the current global tax framework allows multinational enterprises (MNEs) to shift profits to the
country with the lowest corporate income tax rate.
The two problems that need to be addressed are linking taxing rights to where value is created, and reforming
the current corporate income tax system to disincentivize transfer pricing to the jurisdiction with the lowest tax
rate.
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The two digital taxation problems become more complex because companies like Alphabet and Meta
operate in classical two-sided markets.
A two-sided market has the characteristics of two distinct but interlinked markets.
The classic example of a two-sided market is the newspaper business. A newspaper can sell its
newspapers below cost to attract more readers. More readers mean it can charge more for adverts. For
the newspaper, one market is its readers and the other market is advertisers. Essentially, one market
subsidises the other: advertisers fund the losses from the sale of newspapers. Prices for the
newspapers and the advertisements are interlinked and the company has to consider both markets
together for its business strategy.
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Alphabet and Meta both operate in a two-sided market

Alphabet makes 91% of its revenue from advertisements on Google and YouTube. Meta makes 98% of its
revenues from advertisements. At the same time, Alphabet and Meta provide end-user services such as
searches, videos and social networking, free of charge.
In other words, the end-user is provided with a free service (i.e., subsidised) so that the social media
companies can grow their audience and deliver more advertisements, thereby growing their revenues. A
consequence of the two-sided market is that revenues from advertisers might be in a different country to
where users are based.
Meta and Alphabet audited financial results for the financial year ending 2020
Financials

META

Alphabet

Revenues Total

USD million

85,965

US & Canada

USD million

38,433

Europe

USD million

20,349

Asia & Pacific

USD million

19,848

USD million

7,335

%

8.5%

Rest of the World
Advertisement Revenues

USD million
%

Profit

USD million

Profit Margin

%

182,527

84,169

166,696

98%

91%

29,146

40,269

34%

22%

Source: AFS for 2020
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The OECD Framework

Tax avoidance was made a priority by the G7 in 1996. The negotiations on the Base Erosion and Profit
Shifting (BEPS) project started in 2013 when tax avoidance was identified by the G20 as a key issue.
In 2015, the G20 adopted 15 action items to counter tax avoidance. Action 1 was to find a solution to the
challenges posed by the digitalisation of the economy and specifically that multinational firms could
generate revenues in jurisdictions where they had no physical presence and could not, under the existing
tax framework, be taxed in those jurisdictions.
In 2016, the discussions were expanded and now includes 141 members.
The negotiations towards a final deal for the Inclusive Framework on Base Erosion and Profit Shifting (IF)
started in 2019.
On October 8th 2021, the OECD announced a ground-breaking tax deal for the digital age. The OECD’s
two-pillar approach intends to take unilateral digital tax measures off the table and avoid trade wars over
digital service taxes. The new tax deal, signed by 137 out of 141 member states, representing over 90% of
global GDP, will allocate around USD 125 billion in profits to countries around the world.
The implementation of Pillars 1 and 2 follows separate paths with the plan for implementation for both
being 2023.
Pillar 1 revises the existing framework so that that the “allocation of taxing rights on business profits is no
longer exclusively determined by reference to physical presence”.
Pillar 2 addresses the problem of tax havens by creating a mechanism that enforces a global corporate
minimum tax rate of 15%.
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Pillar 1 creates a mechanism to redistribute the profits of
large multinational enterprises (MNEs), not based on
their headquarters, but based on value creation.

10

The OECD estimates that taxing rights on more than USD 125 billion of profit will be reallocated to market
jurisdictions around the globe annually.
Not all countries will receive taxing rights. For countries with an annual GDP higher than Euro 40 billion, an
MNE must generate at least Euro 1 million of revenues. For countries with an annual GDP of less than Euro
40 billion, the threshold for MNE revenues is Euro 250,000.
Uganda would fall within the lower GDP bracket. If Uganda would join the OECD deal then Uganda would
fall into the Euro 250,000 threshold and Tanzania and Kenya into the Euro 1 million category.
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Expected tax revenues from Pillar 1
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Pillar 1 solves the main challenge that many unilateral DST’s (i.e., imposed by individual countries) cannot
address: it provides a fair allocation of taxing rights so that the home country is no longer the sole beneficiary of
taxation.
Currently, there is no definitive allocation key. Without a definite allocation key, we estimate the tax revenue
from the share of GDP at market prices for 2019. The actual distribution key could be the revenue share of a
country or the number of customers or users of the respective company.
Tanzania could expect about US$6.6 million in taxes from the new OECD tax regime. In comparison, Tanzania
could generate US$184 million from improving broadband penetration and there are even greater benefits if
Tanzania improves its tax-to-GDP ratio to above 12.75%.
The same is true for Uganda and Kenya. Focusing on broadband penetration and speed of broadband is the key
to growing tax revenues faster.

Using GDP at market prices to allocate residual profits
GDP at market
prices in USD
billion
World

% of GDP

Taxing rights (of USD
125 billion in residual
profit) in USD million

Estimated tax
revenues at 30%
CIT in USD million

87,437

Africa Eastern & Southern

980

1.12%

350.4

105.1

Africa Western & Central

792

0.91%

283.1

84.9

Kenya

96

0.11%

34.1

10.2

Tanzania

61

0.07%

21.9

6.6

Uganda

35

0.04%

12.6

3.8

Sources

World Bank WDI

Calculation
© Research ICT Solutions 2022

RIS

Pillar 2 sets the minimum tax rate for MNEs to 15%
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In comparison, the average tax
rate in Africa is 28.5%. African
countries would not be
constrained by the minimum CIT.
The importance of Pillar 2 is that it
closes one of the gaps where
MNEs would transfer their profits
to tax havens to avoid paying tax.
There is no obligation for countries
to lower their CIT to 15% and
countries such as Kenya, Tanzania
and Uganda can maintain their
existing tax rates of 30%.
Pillar 2 applies to MNE's with a
global turnover of more than Euro
750 million.
Countries are not obligated to
agree to Pillar 2 (known as a
‘common approach’), but they
have to accept its application by
other Inclusive Framework
members.

Pillar 2 would be implemented at the same time as Pillar 1, some time in 2023.
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Several countries have gone ahead to address the digital
tax challenge unilaterally
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Countries that have enacted a DST
Country

Effective date

Rate

Argentina

December 15, 2020

5% - 10%- 15%

Austria

January 1, 2020

5%

France

End of 2020

3%

Italy

January 1, 2020

3%

Kenya

January 1, 2021

3%

Poland

July 1, 2020

1.5%

Sierra Leone

January 1, 2021

1.5%

Spain

January 16, 2021

3%

Tunisia

January 1, 2020

3%

Turkey

March 1, 2020

United Kingdom

April 1, 2020

7.5%
2%
Source: KPMG (2021)

Country
Kenya

Nigeria

Effective date

Type

From 1 July 2022

General income tax
on digital income

February 3, 2020

Income tax on digital
income

Zimbabwe

January 1, 2019

Source

KPMG (2021)

General income tax
on certain digital
services income

Rate

Applicable tax base

3%

Income accruing through a digital marketplace (i.e., a platform that
enables the direct interaction between buyers and sellers of goods
and services through electronic means) is chargeable to tax

20%
Any company that derives income of more than $64,000 from
to
digital activities is liable to pay CIT.
30%
5%

Any amount receivable by or on behalf of an e-commerce platform/
satellite broadcasting service provider domiciled outside Zimbabwe
from persons resident in Zimbabwe
©
© Research
Research ICT
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Solutions 2022
2021
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A unilateral DST may trigger trade disputes and retaliatory tariffs
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DSTs may violate a country’s non-discrimination obligations under the GATS, namely national
treatment (NT) and most-favored nation (MFN) treatment obligations.
DST’s may violate double taxation agreements
The African Tax Administration Forum (ATAF 2020) advised that there could be repercussions to
unilateral DSTs such as the institution of tariffs by countries from which affected MNEs
originate.
The US response to the French DST demonstrates the likelihood of retaliation.
The ATAF recommends (ATAF, 2020) that any DST should not reduce the growth of the digital
sector in African countries, particularly start-ups and SMEs.
For this reason, Members should consider whether there is a need for a robust de minimis
threshold, to ensure the DST only targets established and profitable digital businesses.
Many countries that have introduced DSTs have stated that they will repeal them if and when a
consensus based international solution is achieved.
ATAF members will need to consider whether they will make a similar commitment.

ATAF (2020a). Domestic Resource Mobilisation: Digital Services Taxation in Africa - Policy Brief, African Tax Administration Forum .
ATAF (2020b). ATAF Suggested Approach to Drafting Digital Services Tax Legislation, https://events.ataftax.org/index.php?
page=documents&func=view&document_id=79.
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DST IN THE CONTEXT OF
GENERAL ICT SECTOR TAXATION
DR. CHRISTOPH STORK
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The importance of the ICT sector during the COVID-19
crisis is reflected in the initial decline in the global
average download speed as a result of wider and more
intensive broadband use
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Direct Contribution to GDP

The direct contribution of the ICT sector is
measured by contribution to the national Gross
D o m e s t i c P ro d u c t s ( G D P ) a n d s h a re i n
employment.
For most countries, the ICT sector contribution to
GDP is increasing due to the digitalisation of
economies, such as in the case of Kenya. Its ICT
sector contribution had gone from 2.3% in 2013 to
3.1% in 2020.
In Tanzania, however, it had declined from 2% in
2013 to only 1.5% in 2020. Tanzania is placing
obstacles in the way of higher ICT sector growth
in the form of excessive taxes, inefficiently
allocated spectrum and a poor regulatory regime.
Uganda’s ICT sector contribution to GDP is volatile
but also declining from a high of 2.3% in 2015 (on
a par with Kenya in 2013) to 1.8% in 2020.
Uganda’s experimentation with the OTT tax,
followed by the Internet data tax and multiple
excise duties has all contributed to the ICT
sector’s decline.
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Kenya
2.3%

2.4%

2.6%

2.7%

2.8%

2013

2014

2015

2016

2017

2.0%

2013

1.9%

2014

1.8%

2015

2.9%

3.0%

3.1%

2018

2019

2020

Tanzania
1.6%

1.5%

1.5%

1.5%

1.5%

2016

2017

2018

2019

2020

Uganda
2.2%

2013

1.9%

2014

2.3%

2015

2.0%

2016

1.6%

2017

1.8%

1.8%

1.8%

2018

2019

2020
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Indirect Contribution to GDP and job creation

Higher broadband also continues to benefit a country going forward and has multiplier effects on
other sectors of the economy. Digitalisation means that higher broadband penetration is a necessity if
East Africa wants to compete in the global economy.
If the governments of Kenya, Uganda and Tanzania were to drive broadband penetration, then tax
revenues would also increase.
The latest ITU (2020) modelling shows that a 10% increase in mobile broadband penetration leads to
2.46% GDP growth.
For Kenya, that means a 10% higher broadband penetration would bring USD 2.4 billion in GDP and
USD 386 million in tax revenues annually. The total budget of the National Broadband Strategy
2018-2023 is Ksh 110 billion and this could be recovered within 3 years through an additional 10%
broadband penetration (USD 386 = Ksh 44 billion).
Tanzania could expect 675,000 jobs and Uganda 400,000 jobs as a result of a 10% higher broadband
penetration.
Additional GDP and tax revenues for a 10% increase in broadband penetration
Kenya
GDP USD million

Tanzania

Uganda

Sources

98,843

62,410

37,372

WDI 2020

Additional GDP USD million

2,432

1,535

919

ITU 2020

Tax-to-GDP Ratio %

15.9%

11.7%

12.3%

WDI 2019

Additional Tax USD million

386

180

113

Calculated

Jobs per USD million GDP

233

440

431

ILO 2020

566,572

674,924

396,342

Calculated

Additional jobs
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The introduction of fast internet increases employment
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A study by Hjort & Poulsen (2019) found that the arrival of submarine cables in countries that did not
have access to undersea cables led to average download speeds increase and accelerated broadband
adoption.
The most interesting finding was that there was a significant and large relative increase in the
employment rate in areas where fast Internet became available and that causation ran from the
availability of fast Internet to increased employment.
The increase in employment was biggest for people with tertiary education in a skilled occupation, but
the study also found an increase in employment for primary and high school educated people in
unskilled occupations.
The increase in employment ranged from between 3.1% to 13.2%, depending on the country. Similar
increases in broadband speeds could generate a large number of jobs for Tanzania, Kenya and
Uganda.
Employment (15-64 years)

3.1% increase

13.2% increase

Kenya

23,031,377

713,973

3,040,142

Tanzania

27,435,939

850,514

3,621,544

Uganda

16,111,442

499,455

2,126,710

Source

ILO 2020

calculation
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The Investment Gap in East Africa
The speed increases can be achieved by
upgrading the backhaul of mobile
broadband sites to fibre and upgrading to
4G and 5G services.

Connected

15%
62%

48%

Tanzania ranked 130th for mobile and 145th
for fixed broadband, Uganda 127th for
mobile and 149th for fixed.
This highlights the need for investment and
the potential for economic growth and job
creation that this investment entails.

Coverage gap

4%
69%

34%

Globally, 118 countries provided faster
mobile broadband services than Kenya for
the period October 2020 to October 2021,
and 153 countries provided faster fixed
broadband services.

Usage gap

18%
Tanzania

27%

23%

Kenya

Uganda

Usage and coverage gap (Source: GSMA, 2021)

Ookla Global Speed Test for October 2020 until October 2021
Mobile Broadband

Fixed Broadband

Average Mbps
download speed

Global ranking

Average Mbps
download speed

Global ranking

Kenya

13.04

119

8.38

154

Tanzania

10.86

130

9.42

145

Uganda

11.49

127

8.92

149

Source

https://www.speedtest.net/global-index/kenya#mobile
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Any government has to balance the opposing objectives of collecting taxes, on the one hand, and
economic growth, job creation and inclusion of the poor into the information society, on the other.
Balancing these objectives should be governed by the five best practice principles that contribute to
an efficient tax system (GSMA 2016):
Broad-based: 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
Take into account externalities: Sector-specific taxes should be imposed on activities with
negative externalities where the objective is to lower consumption, such as alcohol or tobacco,
and should not be imposed on sectors with positive externalities, such as telecoms.
Simple and enforceable: Taxes should be clear, easy to understand, and predictable, thereby
reducing investor uncertainty and ensuring better compliance.
Incentives for competition and investment should be unaffected: Higher taxes for one
sector in comparison to the rest of the economy could reduce investment in that sector.
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.
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ICT sector revenue is the tax base for several taxes
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The revenue collected by telcos determines the VAT that the state receives. It also determines the profit the telco is making
and thus the amount of corporate income taxes paid to the tax receiver.
The expected amount of future revenues will also impact employees salaries in the medium term and thus the personal
income tax revenues received by the state.
The regulator of the ICT sector also collects fees that are revenue-based. This includes licence fees, universal access and
service fund fees and, in some cases, spectrum fees.
An ICT sector excise duty directly reduces the net revenue a telco receives and lowers all revenue-based taxes and fees.
An increase of 10% for an excise duty leads to an overall tax revenue increase of less than 10% as a result.
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Lowering Excise duty to boost tax revenues

https://researchictsolutions.com/ict-evidence-portal-africa/ict_evidence_portal_africa.php
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KENYA
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Kenya’s ICT sector is heavily burdened with taxes

Taxes applicable to mobile consumers

Taxes

Value

Value Added Tax (VAT)

16% on the value of mobile services inclusive of excise taxes

Corporate income tax

30%

The national social security fund
Withholding taxes
Digital Service Tax

25

Employer: 5% on monthly salary to a maximum of KES 200
Employee: 5% on monthly salary to a maximum of KES 200
20% on gross revenue for non-resident companies
1.5% on gross revenues of a non-resident digital marketplace
(excluding advertising)
From 1 July 2022 it is 3%

Excise duties

Mobile services

20% on mobile services

Mobile money

12% on transaction fees

SIM cards

25% on cost, insurance and freight (CIF) value

Customs duties Railway development levy

Regulatory fees

Sources:

2% on CIF value

Import declaration fee

3.5% on CIF value

USF

0.5% of annual revenues

Annual operating license

0.4% of annual revenues

Once-off Spectrum fees

Based on the auction price

Annual operating license

# of transmitters / bandwidth / coverage

Finance Act of 2021; GSMA 2020, KRA, 2020; GSMA, 2020
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Kenya’s ICT Sector is already over taxed
1,800

1,532

1,670

Mobile excise duty as
% of total excise duty

28.2%

24.5%

36.2%

Mobile Excise Duty as
% of total tax revenue

1.7%

1.9%

2.2%

Source

KNBS (2021)

Kenya has very high ICT sector-specific taxes,
which limit the economic growth potential of the
ICT sector. The excise duty of 20% on airtime is
one of the highest on the African continent (GSMA
2021).
The excise duty on mobile services made up 36%
of total excise duty revenue collected and 2.2% of
total tax revenue.
The ICT sector contributed 3.1% to GDP in 2020
but excise duties alone made up 2.2% of total tax
revenue.

900
450
0

2021 Q2

1,544

2020 Q2

Total tax revenue

1,350

2019 Q2

103

2018 Q2

117

2017 Q2

93

2016 Q2

Total excise duty

2015 Q2

37

2014 Q2

29

2013 Q2

26

2012 Q2

Mobile services

2011 Q2

2020

2010 Q2

2019

2009 Q2

2018

2007 Q2

KSh billion

26

Total Agent Cash-in Cash-out (Value KSh billions)

Excise duty revenue

2008 Q2

RIS

The adverse effect of excise duties is clearly
demonstrated in the case of mobile money: Kenya
removed some taxes and increased the threshold
for others as a response to the COVID-19
pandemic.
The government ordered that transactions below
Ksh 1000 be excluded for mobile money excise
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Draft National Tax Policy – an opportunity to
catalyse the ICT sector
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DST and digital economy
Recognition of the complexity in taxing emerging digital economy (2.6 iii - pp19) and
specifically internet-based activities on digital platforms and lack local presence. Item 3.5 pp
24 seek to address this issue and one solution is to develop policies and strategies to facilitate
information sharing with other tax jurisdictions ( 3.5 V ). This appears to be bilateral approach
which can be cumbersome. IF BEPS provide a comprehensive solution.
Challenges brought about by opportunities for MNEs to minimize tax liabilities by shifting
profits to low tax jurisdictions or manipulation of tax residence status ( 2.6 viii pp 20). Draft
Tax Policy cites problems that BEPS treaties do not have adequate mechanisms to address
BEPS by MNEs [ 2.6 viii (iv) pp 21 ] . Kenya should engage with the IF to enrich the
conversation on how these mechanisms can be enhanced. Developing unilateral rules to
address BEPS risks ( 3.6 i) would be difficult to realize in the digitalizing world.
Excise Duty
Excise duty is imposed to discourage consumption due to their harmful nature and negative
impact on health of consumers and social evils that are caused by excess consumption [ 3.9 ii
(a) page 27]. communications services are however part of services subject to tax [ 3.9 iii (e)
pp 28]. Excise duty is the greatest burden that constrains realization of universal access to
broadband. This provides an opportunity for government to empower operators to invest by
foregoing now for an increased broadband penetration and thereby generate more tax
revenue in future sustainability.
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TANZANIA
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Tanzania has very high ICT sector-specific taxes which
limit potential economic growth

Tax type (GSMA 2021)
Value added tax (VAT)
Excise duties

Custom Duties
Withholding tax

Regulatory fees

29

Tanzania
18%

Electronic communication services

17%

Interconnect fee on international calls

$0.12 per minute (minimum charge)

Money transfer services

10% of transfer and withdrawal fees

SIM cards and scratch cards

25% on cost, insurance and freight (CIF) value

Handsets and network equipment

0%

Mobile money agents’ commission

10% of commission amount

Licence fee

1% of gross revenue less local interconnect cost

Universal service fee

1% of qualifying turnover less all interconnect cost

Numbering fees

$0.2 per number

Spectrum fees

One-off - Varies by auction , Annual- Various rates
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Excise duty alone makes up 2.6% of total tax revenues, which
is higher than its GDP contribution (1.5%) This led to the
direct contribution of ICT sector to GDP to decline since 2013
ICT Sector excise duties and VAT revenues (TRA)

2021 Q1

2021 Q2

Telecoms Services Million TSh

91,681

92,057

Money transfers Million TSh

19,954

19,618

850

886

72,173

75,932

184,657

188,493

4,210,560

4,350,203

Excise Duty as % of total tax

2.7%

2.6%

VAT as % of total tax

1.7%

1.8%

Excise duty

DSTV Million Tbh

VAT

Telephone Million TSh

Sub total Million TSh
Total tax revenue Million TSh
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ICT sector excise duties and VAT alone make up 4.3% of total tax revenues in Q2 2021.
The ICT sector only contributed 1.5% to GDP but paid 4.3% of total tax just through excise
duty and VAT revenue alone, not including Corporate Income and PAYE taxes from the ICT
sector, a clear indicator for over taxation.
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Budget Speech 12 June 2022
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Page 56

https://www.mof.go.tz/uploads/documents/en-1655219417SPEECH%20OF%20GOVERNMENT%20BUDGET%20FOR%202022-23%20ENGLISH%20VERSION.pdf
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Budget Speech 12 June 2022
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Page 59

https://www.mof.go.tz/uploads/documents/en-1655219417SPEECH%20OF%20GOVERNMENT%20BUDGET%20FOR%202022-23%20ENGLISH%20VERSION.pdf
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UGANDA
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Uganda has very high ICT sector-specific taxes which
limit potential economic growth
Taxes in Uganda

The excise duty of 12% on airtime is one of the
highest on the continent (GSMA 2021).

Tax Rate

Airtime excl. data

12%

Mobile data

12%

VAS

20%

Landlines

12%

Mobile money fees

15%

Mobile money transaction value

MTN and Airtel alone made up 40% of the
excise duty collected by the URA.
The ICT sector only contributed 1.8% to GDP
but the largest mobile operators alone paid
40% of excise duty and nearly 13% of VAT, a
clear indicator of over taxation.

0.5%

VAT on foreign digital services

This does not include Corporate Income and
PAYE taxes paid by MTN and Airtel.

18.0%

MTN and Airtel’s share of excise duty revenue
Collected Excise Duty (UGX
billion)

FY 2018/19
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FY 2019/20

MTN and Airtel’s share of VAT revenue
Collected VAT
(UGX billion)

FY 2018/19

FY 2019/20

MTN Uganda

312

301

MTN Uganda

158

176

Airtel Uganda

208

205

Airtel Uganda

117

155

Combined

520

505

Combined

275

331

1,317

1,266

2,554

2,609

39.5%

39.9%

10.8%

12.7%

Total Excise Duty
MTN and Airtel's share
Source

URA

Total VAT
MTN and Airtel's share
Source

URA
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Mobile money excise duties caused an immediate impact
on transaction numbers and values.
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MTN released data for the two periods June 1-25 2018 and July 1-25. 2018. Comparing these two
periods, before and after the imposition of the tax shows that mobile money use is highly price elastic.
The new taxes led to a drop in transaction value of 46% for peer-to-peer (P2P) transactions, 23% less in
value of payments, and 26.5% less cash-in and 25% less cash-out value. That the transaction value
declined more than the number of transactions is indicative of the discrimination of the new tax against
higher value transactions.
The figures reported by Airtel are very similar, with P2P transaction values dropping by 45% and cash-in
dropping by 32% between June and July 2018. The government acknowledged the economic impact of
the excise duty on the transaction value of mobile money and it was quickly modified from 1% to 0.5%
on 25 October 2018.
Changes in mobile money transaction volume - MTN and Airtel
MTN
Transactions
Total

Airtel
Values

Transactions

Values

-15%

-29.4%

-8%

-26.5%

-26.0%

-32.0%

Cash-out

-18%

-25.2%

-21.0%

-28.0%

P2P

-31%

-45.7%

-31.0%

-44.7%

-6.3%

-22.9%

-6.0%

-35.6%

Cash-in

Payment

-33.0%
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Uganda is contemplating a DST and is also considering
the OECD proposal
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“This development is one of the steps Uganda is making towards collecting
taxes from the e-Commerce economy. Like most countries around the
world, Uganda is considering levying income tax on the Non-resident
entities targeting the income they source in Uganda, a discussion that is still
ongoing on the global stage spearheaded by Organisation for Economic Cooperation and Development (OECD).”
https://thetaxman.ura.go.ug/uganda-set-to-collect-taxes-from-digitaleconomy/
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