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Uganda overtakes Rwanda,
Tanzania in startup funding

The rise signals a shifting investment map in East Afric 1,.|s investor ¢ nnﬂrlcnt e nf,'ihflpeq an 1ncxeds|,_,n]y L{)m{)LtI[lVG sl(u tup spaw
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Uganda has overtaken Rwanda and Tan-
zania asa leading destination for startup
funding in East Africa.

This marks a shift in regional invest-
‘ment dynamics driven by rising investor
confidence and local backing.

_For the first time, Uganda-based start-
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Data from the African Venture Capital
Association (AVCA), shows that Uganda’s
funding increased more than seven-fold
from $4m. with the number of deals dou-
bling from 10 to 22. This reflects both in-
creased investor activity and a growing

Rwanda recorded a declinein deal vol-
ume, falling from 10 to six, but the total

- value of investments more than doubled
from $5m in 2024, indicating a concen-
tration of capitalin fewer, larger deals.

Tanzania was the region’s weakest per-
former: Startup funding dropped more
than eight-fold from $41m, even though
the number of deals rose from eight to
‘nine. Analysts attribute Uganda’s rise
to a combination of foreign and domes-
ti:s.lppnltl’an-aﬁ'icanimvestorsmin-
creasingly viewing Uganda as a viable

ture Capital Association found that 31
percent of African investors now priori-
tise Uganda Ghana, Rwanda and Senegal
asa secondary investment destination.

Uganda's startups raised $30m in 2025, overtaking Rwanda and Tanzania as investor confidencs, government incentives,
and rising venture debt reshape East Africa’s shifting startup funding landscape. pHoTo/FILE

medium enterprises, UDB has recently
earmarked up to $7m for private equity
and venture capital initiatives.

‘Local financing has also played akey
role, with Uganda Develop

(UDB) expanding its support for start
ups,increasing access to seed and growth
capital. Last year,UDB invested $3m elec-
tmveh;demmuhmmcawﬂsctnc.

ditional $1m from EU-backed EDFI Elec-
triFL. Traditionally focused on small and

“Through UDB, government is support-
ing businesses with patient, long-term
capital,a cornerstone of our transforma-
tion agenda,”Finance Minister Matia Ka-
saija said last year.

Government policy has also shifted
in favor of startups. Uganda introduced
a three-year tax holiday for companies
launched after July 1,aimed at encourag-

ing innovation and formalisation of new
ventures. In contrast, Tanzania's regula-
tory environment is widely seen as less
predictable, discouraging long-term in-
wvestment. Many Tanzanian startups op-
erate in agritech and healthtech, sectors
that typically attract smaller venture cap-
ital tickets.

“Startups face unpredictable regula-
tions that discourage investors from
committing long term. Government re-
forms, including tax incentives and easi-

er aross-border payments, are necessary,”
entrepreneur Michael Nywamwero told
The Citizen. Rwanda's funding has large-
ly flowed into fintech and electric mobil-
ity companies such as Kayko and Amper-
sand,despite declining deal volumes.
Within Eastern Africa, Uzanda now
ranks second in attracting startup capi-
tal, overtaking Rwanda, Tanzania, Ethio-
pia and Seychelles. However, the broader
region trails North and Southern Africa
in overall funding value.
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$30m

In 2025, Ugandan startups raised $30m
from glabal invastors, surpassing |
Awanda’s $12m and Tanzanla's $5m.
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The number of deals doubled from 10
| to22, which raflacts both increased !
Investor activity and a growing pipeline |
of imvestable ventures. |
)

East African startups raised $§405min
total in 2025, slightly down from $413m
the previous year. Kenyan startups ac-
counted for 82 percent of the total, main-..
taining the country's dominance as the
region’s primary investment hub.

AVCA noted a major structural shift in
funding patterns, noting that: *Venture
debt emerged as the defining feature of
the ecosystern™. Debt accounted for neaz =«
Iy one-third of deal volume and more
than two-thirds of total deal value, mak-
ing East Africa the continent’s most ac-
tive region for venture debt and the only
one whereit surpassed equity fundingin
2025. Some experts wam that the grow-
ing reliance on debt places pressure on
founders and may signal greater inves-
tor caution.

“Debt comes with pressure because re-
payment timelines are strict, yet regula-
tory unpredictability makes financial
planning difficult,” said Mercy Kimalat,
chief executive of the Association of
Startup and SME Enablers in Kenya. De-
spite these concerns, observers remain
optimistic about Uganda's trajectory.

“This isn't just about one pood year. The
underlying structure suggests Uganda's
tech startups could challenge the estab-
lished narrative about Africa’s next inno-
vation hub,"wrote scholar Muktar Mola.

If current momentum continues, Ugan-
da could increasingly feature along-
side Nigeria and Kenya in conversations
about the continent’s leading startup

ecosystems.
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