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~aobile money agent attends to a customer. Banking industry analysts agree that mobile money foes are signifi-
tly higher than bank and ATM charges. PHOTO/IBRAHIM KAVUMA
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A mobile money customer withdrawing
Shs1 million already pays about Shs6,500
in taxes alone. Now, the government is
proposing a10% final withholding tax on

commissions earned by mobile money
agents and telecom service providers.
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MOBILE MONEY TAX
ISMAIL M. LADU

Did you know that the cost of mobile
money transactions in Uganda is multi-
ple times higher than bank or Automat-
ed Teller Machine (ATM) charges?

Yet, the majority of users of this digital
service are low-income earners or house-
holds whose transactions rarely exceed
Shs50,000 at any one time.

After interrogating mobile money
transactions vis-a-vis bank and ATM fees,
Civil Society Budget Advocacy Group (CS-
BAG) experts project that the latter in-
curs four times higher transactional costs
than the former.

“A mobile money user pays up to four
times the tax compared to a bank,”says
the executive director of CSBAG, Mr Ju-
lius Mukunda while quoting their re-

search.

For example, he says:“Mobile money us-
ers lose about Shs6,500 in tax for a cus-
tomer withdrawing Shs1 million. While

What Why tigandans are
priced out of their own flsh.

the same transaction at a bank attracts
only about Shs1,500in tax.”

According to CSBAG researchers, the
higher the mobile money withdrawals
the steeper the fees it attracts, with cer-
tain transaction costs surging to nearly
21 times that of traditional ATM or bank
charges

Banking industry analysts agree that

mobile money fees aresignificantly high-
er than bank and ATM charges, but they
could not confirm whether the gap is as
large as 21 times.
However, according to public policy ex-
perts; the 2026/27 government tax pro-
posals, will further deepen rather than
widen the tax base.

Should Parliament rubber-stamp these
executive-driven digital tax proposals,
it will have willfully burdened vulnera-
ble households, forcing the majority to
either buckle under the weight or avoid
mobile money services altogether.

This development deals a blow to the
digital and cashless goals of the tenfold
growth strategy—a 15-year blueprint *

. aimed at expanding the economy from

roughly $50 billion to $500 billion by
2040.
According to CSBAG expert analysis, ti-

- tled: Reform Digital Tax: Make Mobile Mon-

ey Fair and Smartphones Accessible in
Uganda, the National Development Plan
(NDP IV) digital target to expand inter-

. net use to 45 percent of the population
i and to increase mobile money usage to
- 71 percent by 2029 is being significantly
| affected by existing tax measures on mo-
: bile money charges and taxes on smart-
: phone.
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ls mobile money tax a fair game?

! “The 0.5 pereent exclse duty on

the total value of mobile money
withdmwats, in addition to value-nda-
ed tax also known as VAT [Value Added
Tax) on transaction fees, s affecting the
prowth of these services. Uganda fs the
only East African country taxing with-
drawals this way

“And then the 10 percent import duty
and 18 percent VAT applied to low-cost
smartphones below Sh&d50,000 is keep-
ing entry-level phones out of reach for
millions of Ugandans,”says Mr Jullus
Mukundn while presenting the find-
ings of the report last week in Kampala,

Acconding to the report, this reflects a
short-term focus on revenue extraction
mather than a longterm strategy that
expands the tax base.

A 2025 GSMA study, known for com-
prehensive research, data, and forecasts
for the global telecom industry, project-
ed that removing the 12 percent excise
duty on data could bring four million
more Ugandans online by 2030,

This was corroborated by the CSRAG
study which indicated that this action
could create approximately 1.79 mil-
lion new jobs and generate an addition-
al Shs2.1 trillion,

According to another report specifi-
cally by the Economic Policy Research
Centre (EPRC) published earlier in the
year - 2026, notes that a modest reduc-
tion in taxes today could produce far
greater fiscal or revenue returns in the
future.

Unfaimess

Currently, government taxes on mo-
bile money transactions are higher
than thoes on bank services, punishing
lowerincome users

Mobile money is the most widely used
formal financial service, growing from
56 percent usage in 2018 to nearly 70
percent currently, according to finan-
cial Sector Deepening report, with 92
percent of transactions being low-val-
ue payments.

Despite driving significant finan-
cal inclusion, this digital service faces
heavy taxation compared to tradition-
al channels, highlighting a clear policy
irony.

“Withdrawing Shs1,000,000 attracts
Shs315 as tax on bank/ ATM fees, but
Shs 6,630 as tax on mobile money with-
drawals, which is 21 times more.,” re-
veals the findings of the CSBAG expert
analysis.

For amobile money agent like Ms Jen-
nifer Tumwebaze,whois a player in the
sector, the tax on mobile money hasn't
helped matters.

She said: “The high taxes are limiting
the growth of not just financial inclu-
sion but the amount of taxes the gov-
ermment would have collected in reve-
nue”

She continued: “We are seeing peo-

Mobile money tax

‘Mobile money users can
lose about Shs6,500 in tax
for a customer withdrawing
Shsl million. While the same
transaction at a bank attracts
only about Shs1,500 in tax.’

A mobile money
agont sonds
money toa mo-
bile money user.
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ple avoiding mobile money platforms
preferring cash transactions because it
is becoming very expensive to digitally
transfer cash.” ¥

Withdrawing Shs1 million from mo-
bilemoney (MTN or Airtel) costs approx-
imately Shs18,000 to Shs20,000 in agent
withdrawal fees. This is in addition to a
0.5 percent government tax

In short, total costs for withdraw-
ing Shs1 million often range between
Shs23,000and Shs25,000 when factoring
in the tax.This is a very expensive trans-
action!

Consequences
According to the International Growth

Centre (IGC)—whose research identifies -~could have part.of their earnings taxed -

mobile money as a key driver of finan-

iems v wrwr mwe -

cial inclusion in developing nations,
particularly Sub-Saharan Africa—there
was 240 percent drop in mobile money
usage following the introduction of tax-
esin2018.

Corroborating this, Federation for
Small and Medium-sized Enterpris-
es (FSME) executive director Mr John
Walugembe and CSBAG Executive Di-
-rector Mr Julius Mukunda noted that

.for every 10 percent price rise, usage

by 20 percent.
Furthermore, a 2025 International

" Monetary Fund (IMF) report indicates

g.he tax creates 33-35 percent econom-
icwaste.

Consequently, Mr Mukunda, Mr
Walugembe, and Ms Jennifer Tumwe-
baze are advocating for a reduction in
the excise duty on mobile money with-
drawals from 0.5 percent to 0.25 per-
cent.

Mr Mukunda further suggests a max-
imum cap of Shs5,000 per transaction

.to limit excessive taxation on large, le-
gitimate withdrawals,along with an ex-
emption on small withdrawals of Shs
20,000 and below.

Over the medium term, just like the
CSBAG analysis, sector analysts recom-
mend transitioning towards taxing
transaction fees only—rather than the
total transactional value—to align with
regional practices in Kenya, Tanzania,
and Rwanda. 3

Extension of withholding taxtoall
telecommunication retail services
and mobile network services

The Tax (Amendment) Bill, 2026 pro-
poses a 10 percent final withholding
tax on commissions paid for telecom-
munication retail services, mobile net-
work services, and mobile money ser-
vices.

This is aimed at expanding the scope
beyond airtime distribution and mo-
bile money services.

It means more people and business-

es operating within telecom—such as
agents, dealers, or service providers—

at source.
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