Are taxes undermining Uganda’s
youth-driven digital ec()nomyp

ganda’s digital economy hasbe-

come a lifeline for many young peo-

ple.It offers a sanctuary for a liveli-

hood in ride-hailing, e-commerce,

mobile-money, and freelance plat-

forms.Itisnot strange to see a young
person creating a TikTok reel of a new song
or about a men’s wear shop in town and re-
ceive modest pay.

But the sector’s rapid expansion has caught
the eye of the taxman because of the ease with
which it can be taxed. The current approach,
levying a 12 percent excise duty on data at-
opthestandard 18 percent VAT, and levieson
mobile-money payments and streaming ser-
vices has begun tochoke users.

The story of Uganda’s digital taxation start-
ed in 2018 with the introduction of the over-
the-top (OTT) tax on socialkmedia use. Mar-
keted as a quick win for the Treasury the
levy forced more than five million users of-

fline within three months and collected a pal-

try $13.5m (Shs48b),about 17 percent of the
$77.8m (Shs2745b) target. The episode proved
that heavy taxes on connectivity prompt us-
ers to abandon the Internet or find ways
aroundit.

Today the tax burden has multiplied. Every
megabyte of data carriesa 12 percent excise-
dutyastandard 18 percent VAT isstill applied,
and additional surcharges hit mobile-mon-

standablel]@mh’shxlgetd&:ﬁshavewﬂ-
ened,and tax collection remains a priority for
the current policy reflects a short-term focus
mmvmmexﬂachmmmerthanakmgm 3
strategy that expands the tax base. 1
A 2025 GSMA study projected that removing

the 12 percentexcisedutyondatacouidbring
four million more Ugandans online by 2030.
Thlscaﬂdcrateappmmmdyl nnﬂ-

Shs2.1trillion (about $600mor Shs2 trillion)

in annual tax receipts.n other words,amod-
streductxmmmmdaymﬂdm -
greater fiscal returns in the future. ~
Theimplicationis that short-termrevenue:
realisation now costs far moreinlostgrowth
later By taxingeachdatabundleand transac-
tion, the government could beeffectivelypric-

lybringmillionsonline and createjobs,butit
will also generate far more revenue than the -

ey transactions and streaming subscriptions. the price of data. When connectivityisaluxu-  current levies ever could.

Uganda’s 2022 National IT Surveyshowed the  rydigital entrepreneurs lose customers,and :
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plies that buyingjust one GB of data at around The government s need for revenue isunder-




