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2RIS The ICT sector supports all three platforms 
needed for the digital economy

Fixed broadband
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Mobile number

ID Platform

Credit Cards

Bank Accounts

Mobile Money

Payment Platform

Connectivity 

Platform

ID 

Platform

Payment Platform

Jobs

GDP growth

e-Services

Income
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ICT taxes weaken all three platforms and disadvantage the poor



3RIS International studies measuring the impact of a 10% 
increase in mobile broadband penetration on GDP 

growth

Authors Countries GDP growth
Czernich et al. 2009 OECD, 1996-2007 0.9-1.5%
Koutroumpis 2018 OECD, 2002-2016 0.82-1.40%
OECD 2011 EU countries, 1980-2009 1.1%
Qiang et al. 2009 Low income countries 1980-2006 1.4%
Scott 2012 Low income countries 1980-2011 1.35%
Endquist et al. 2018 Global 2000-2015 0.6–2.8 %

ITU 2020
World 1.5%
Africa 2.46%

■ Higher broadband penetration spurs economic growth and job creation. 


■ There is a well established link between broadband penetration and GDP growth. The ITU (2013 & 2020) 
lists a range of studies that measure the macroeconomic effects of mobile broadband penetration. 


■ The effects vary for sets of countries and time periods and range from 0.8% to 2.46% of additional GDP 
growth for an increase of 10% in mobile broadband penetration. 


■ The additional GDP growth of a 10% higher broadband penetration is not a once-off benefit but 
continues to benefit a country going forward.



4RIS
Effect of 10% higher mobile broadband penetration on selected 

African countries based on the ITU (2020) data for Africa

Country GDP 2019 Additional 
GDP

Tax to GDP 
Ratio

Additional Tax Additional Tax if GDP to tax ratio 
is increased by 1%

USD million USD million % USD million
Angola 94,635 2,328 9.2% 215 946
Botswana 18,341 451 19.5% 88 183
Burkina Faso 15,746 387 15.2% 59 157
Cameroon 38,760 954 12.2% 117 388
Cote d'Ivoire 58,792 1,446 12.0% 173 588
Ethiopia 96,108 2,364 7.6% 180 961
Malawi 7,667 189 17.3% 33 77
Kenya 95,503 2,349 15.6% 367 955
Rwanda 10,122 249 13.5% 33 101
South Africa 351,432 8,645 27.0% 2,330 3,514
Tanzania 63,177 1,554 11.8% 184 632
Uganda 34,387 846 11.6% 98 344
Zambia 23,065 567 15.2% 86 231
Sub-Saharan Africa 1,755,011 43,173 18.9% 8,176 17,550

■ The potential economic cost of ICT Sector taxation must be taken into account. 


■ Lower prices lead to higher broadband penetration and thus to increased economic growth and, as a result, also 
increased tax revenues for the state.


■ Across Sub-Saharan Africa a 10% higher broadband penetration would yield USD 43 billion in additional GDP growth 
and USD 8 billion in additional tax revenue for states, based on the latest ITU data (2020) for Africa.


■ Increasing tax compliance and tax to GDP ratio by 1% leads to even higher tax revenues
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4G
Population

coverage33% 69% 76%

Current 25% 

Affordability Gap

 Internet users in Africa

Potential 76% 

3G

2G

The affordability gap is neither good for our 
societies nor MNOs

Source: ITU data for 2019

100%

Coverage Gaps
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Mauritius
Egypt
Libya

Zimbabwe
Tunisia

Seychelles
Ghana

Morocco
Botswana

Angola
South Africa

Tanzania
Algeria
Sudan
Gabon
Nigeria
Kenya

Zambia
Senegal

Cape Verde
Namibia

Cameroon
eSwatini

Ivory Coast
Guinea

Lesotho
Ethiopia
Uganda
Rwanda

Mozambique
Benin

Mauritania
Congo

Mali
Comoros

Sao Tome and Principe
Djibouti

Madagascar
Gambia

Equatorial Guinea
Liberia

Burkina Faso
Niger

Guinea-Bissau
Sierra Leone

Burundi
Congo Democratic Republic

Togo
Malawi

Chad
Central African Republic 22.4%

15.8%
14.2%

10.7%
9.9%

9.4%
8.6%

8.1%
7.9%

7.0%
6.9%
6.8%
6.8%

6.1%
5.7%
5.6%
5.4%

5.0%
5.0%

4.0%
3.5%

3.0%
2.9%
2.9%
2.6%
2.5%
2.5%
2.4%
2.2%
2.0%
2.0%
1.8%
1.5%
1.4%
1.3%
1.3%
1.2%
1.2%
1.1%
1.0%
0.9%
0.9%
0.9%
0.9%
0.8%
0.7%
0.6%
0.5%
0.4%
0.3%
0.3%

Q1 2021 1GB per month as % of GNI per capita per month

Source: Research ICT Solutions

above 2% affordability target of the 
UN broadband Commission 



7RIS
The main objective of taxation is to generate income for state

Purpose Paid by Collected 
from Problems

Corporate 
Income 
tax

Generate income for state

MNOs

MNOs

■ Tax avoidance by multinationals 
through transfer pricing


■ OECD initiative: minimum CIT of 15% 
(30 countries joined already)

VAT

End 
User

■ Domestic service providers have 
disadvantage if streaming services do 
not pay VAT as well. Hence withholding 
taxes.


■ The OECD recommends that VAT is 
charged on non-resident companies, 
but that the existing processes for 
collecting VAT are simplified. 

PAYE
Excise 
Duties

Discourage  harmful consumption 
(gambling, alcohol, tobacco).

 in Africa often used to generate income 
for state

OTT taxes
Pretend to tax OTT providers but 
effectively just generate income for 
state by taxing end-users

Spectrum 
fees

Dis-incentivise spectrum hoarding 
and safeguarding spectrum is used 
for best economic application 

MNOs

Spectrum fees, in particular once off fees 
are often used to generate income for 
state

Regulator 
Levy Pay for cost of regulation

USF Levy Pay for UAS projects for 
uneconomical areas.

USF fees are often collected by revenue 
authority and not disbursed leading to 
additional indirect taxation
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Total voice traffic (millions of minutes) SMS traffic (millions of SMSs)

Intro of tax on voice

Intro of tax on 
SMS

After introducing new taxes, ICT revenues 
are likely to continue to grow, but from a 

lower base. Example Guinea: 
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■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.

RIS Best-practice principles for taxation

Source: GSMA 2016
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Example Malawi:  88% broadband population coverage, extensive 

national backbone infrastructure but low broadband adoption.

Source: Research ICT Solutions

Radio

TV

Landline

Mobile Phone

Computer/Laptop/Tablet

Internet Access

Electricity for lighting

Electricity for cooking 2%

11.4%

16.4%

4.2%

51.7%

1.5%

11.8%

33.6%

2018 Census

Tax Imposing 
Authority

Tax rate

Excise Tax MRA 10% of sales
International 
Incoming 
Termination Levy 
(ICTR)

MACRA USD 0.08 per 
minute

Business 
Premises License

District/City 
Councils

Avg MK 250,000 
per RAN site

While reducing taxes is not a silver bullet, it 
would help making broadband more affordable. 



Example Sudan: A 10% higher Broadband Penetration could 
add USD 465 million in GDP growth and USD 37 million in taxes 

Sudan Sources

GDP 2019 USD million 18,902 WDI 2020

Additional GDP USD million 465 calculation based on ITU 2020 effect size for Africa of 2.46%

Tax to GDP Ratio 7.96% WDI 2020, Sudan 2016

Additional Tax USD million 37 Calculation

■VAT of ICT revenues was 30% now 40%, may 
be the highest in the world 


■Corporate income tax is not being charged 
on profit but on revenues 10% (because new 
entrants that make a loss initially but that 
should not be reason any longer)


■ Localities charge for sites (negotiate)


■Equipment VAT 17%


■Administrative charge on cross border 
connectivity (drop points) and landing 
stations, VSAT teleports. (TPRA)

RIS

USD 
million

2020 Revenue

Sudatel 293.9

MTN 200.8

ZAIN 417.0

Revenue Total 911.7

7% but will be 10% not implemented by now

tax on revenues + 40% VAT 455.8

Profit estimate based on 30% profit margin 273.5

Corporate Income tax based on rate of 35% 95.7

VAT of 17% 155.0

New direct tax 250.7

Tax shortfall 205.1
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CASE STUDY 
UGANDA
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Uganda’s excise duties on the ICT Sector and 
and OTT tax violate best practice principles

April 2002 July 2014 July 2018 June 21
Airtime 7% 12% on Airtime but not data 12% on Airtime 

VAS 20%
Landlines 5% Landlines 12%
MM fees 10% MM fees 15%

1% MM tax on transaction value of payments, transfers & withdrawals*
OTT tax 200UGX per day

or 6000 UGX per month removed

Social media tax of UGX 6,000 per month 
as % average individual income

Kampala
Central I

Kigezi
Central II

Ankole
Bunyoro

Tooro
Lango

West Nile
Teso

Elgon
Busoga

Karamoja
Acholi
Bukedi 22.6%

19.6%
14.2%

13.2%
11.1%

10.3%
9.2%

8.3%
6.6%

6%
5.8%
5.8%
5.7%

4.5%
2.4%

UGX 6,000  per month expressed as share 
of MTN Uganda’s ARPU indicates that 
most users will not be able to afford it.

1Q 2017 2Q 2017 3Q 2017 4Q 2017

71%

78%
81%

79%



14RIS The social media tax of UGX 200 a day a 
discriminates against low usage data bundles 

- i.e. the poor
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Of gross tax revenues


■ OTT tax: 0.003487% 


■ Mobile Money transfer: 0.004613%


■ Mobile Money Ley: 0.00587%


■ International Calls: 0.001579%


■ Airtime: 0.0135%

RIS



16Removing excise duty on airtime (from 2002) is tax 
neutral (USD 2 million), while benefiting the poor

■ Not broad-based: single out ICT sector


■ Penalise positive externalities


■ New taxes are not simple and enforceable


■ New taxes significantly affect competition


■ Regressive not progressive tax

RIS

UGX billion With excise duty Without excise duty

Direct

Excise Duties (URA 2016/17) 194.3 0
Implied industry airtime revenues 1,619 1,969
MNO Profits from airtime (35%) 567 689
VAT 291 354
Corporate Tax 170 207
Net direct tax impact 656 561

Indirect from 
increase in mobile 
subribers

Additional GDP 608

Additional tax revenues 86

Overall Impact tax impact for 1st year UGX billion 656 647
Overall Impact tax impact for 1st year USD million 177 175
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CONCLUSION
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■OTT taxes do not tax 
Google, Facebook, TikTok 
etc but citizens, and poor 
citizens disproportionally.


■ICT sector taxes in general 
prevent the poor from 
participating in tomorrow’s 
information society


■The more people that have 
broadband access, the 
easier it will be to serve 
them with e-gov, e-health, 
e-education and financial 
services.


■Dropping ICT excise duties 
will serve Africans better 
and grow tax revenues 
faster, creating a win-win 
situation.

RIS Adopt a long term vision focusing on economic growth 
and job creation:  Unleash, not squeeze, the ICT sector 

https://researchictsolutions.com/ict-evidence-portal-africa/
ict_evidence_portal_africa.php
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