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Summary

Maximising revenue collection is an essential tool in meeting a country’s expenditure
commitments. For nearly three decades, the Uganda Revenue Authority (URA) has
consistently pursued tax-base expansion and domestic revenue enhancement to reduce
relionce on foreign aid and loans with unfavourable conditions (Ministry of Finance, Planning,
and Economic Development, 2019). Despite impressive economic growth, job creation has
not kept pace with the country's high population growth rate of 3.5% per annum and its
status as one of the world’s youngest populations (National Planning Authority, 2022). As a
result, a significant portion of youth entering the labour force have little choice but to join the
rapidly growing informal sector (World Bank, 2019).

The informal sector plays a vital role in Uganda's economy, contributing 91.9% of total
employment and 28.7% of gross domestic product (GDP) (Uganda Bureau of Statistics, 2021;
Ministry of Finance, Planning, and Economic Development, 2022). However, despite ifs
significant share of the economy, the informal sector contributes less than 1% of tax revenues
collected by the tax authority (Wamai, 2021). The failure to tax the informal sector results in
foregone revenues worth about UGX1 trillion (U.S. $273 million) per year (Oxfam & SEATINI-
Uganda, 2018). Only small shares of Uganda's economically active population and
operational businesses, 6.8% and 7.1% respectively, are registered for taxes, leaving large
majorities of both people and firms beyond effective taxation. Uganda has one of the lowest
taxpayer-to-labour-force ratios in East Africa (Oxfam & SEATINI-Uganda, 2018).

Experts estimate that Uganda’s revenue potential was around 26% of GDP in 2010 (Langford
& Ohlenburg, 2015). However, in recent years the actual tax-to-GDP ratio has plateaued at
around 13.9%, consistently falling below the 16% average for sub-Saharan Africa (Advocates
Codlition for Development and Environment & Global Financial Integrity, 2024). The
combination of low revenue collection, higher-than-planned public expenditure, and
diminishing foreign assistance contributed to a budget deficit of 4.7% of GDP in fiscal year
2023/2024 (Ministry of Finance, Planning, and Economic Development, 2024q).

To bridge the fiscal deficit, the government has resorted to both external and internal
borrowing, which over time has led to the accumulation of a heavy public debt burden. In
2018/2019, public debt stood at UGX46.36 trillion (U.S. $12.55 billion), equivalent to 36.1% of
GDP (Ministry of Finance, Planning, and Economic Development, 2019). By 2023/2024, public
debt had more than doubled, to UGX94.86 trillion (U.S. $25.59 billion), and the debt-to-GDP
rafio sat at 46.8% (Ministry of Finance, Planning, and Economic Development, 2024b). The
government now spends more than half of its domestic revenue on public debft servicing, an
amount that exceeds anticipated revenue for the 2024/2025 fiscal year (Initiative for Social
and Economic Rights, 2024).

This paper investigates citizens’ opinions about revenue collection and gauges past levels of
support for generating more taxes from the informal sector.
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Findings from a special module on taxation in Afrobarometer’s 2019 survey reveal that fewer
than half of Ugandans supported the idea of taxing the informal sector, despite its being a
significant generator of economic value. Support for faxing the sector was stronger among
respondents who thought the government generally uses tax revenues for citizens' well-
being.

A majority of Ugandans said the country should finance its own development instead of
depending on foreign assistance. But if external borrowing were to be pursued, majorifies
rejected placing conditionalities on those loans.

Access to tax information was reported to be a challenge: Most Ugandans said it was
difficult to know which taxes they were supposed to pay and how the government used the
revenues it collected. Fewer than half of citizens believed that the government used tax
revenues to finance programmes aimed at improving citizens’ well-being. This may partly
explain why more than half of respondents preferred to pay lower taxes, even if it means
fewer government services.

Afrobarometer surveys

Afrobarometer is a pan-African, nonpartisan survey research network that provides reliable
data on African experiences and evaluations of democracy, governance, and quality of life.
Nine rounds of surveys have been completed in up to 42 countries since 1999. Round 10
surveys were launched in January 2024. Afrobarometer conducts face-to-face interviews in
the language of the respondent’s choice.

This dispatch is primarily based on a survey conducted in 2019. The Afrobarometer national
partner in Uganda, Hatchile Consult Ltd., interviewed a nationally representative, random,
stratified probability sample of 1,200 adults. A sample of this size yields country-level results
with a margin of error of +/-3 percentage points at a 5% confidence level. Standard
Afrobarometer surveys have been conducted in Uganda in 2000, 2002, 2005, 2008, 2012,
2015, 2017, 2019, 2022, and 2024.

Key findings
¥ More than half (56%) of Ugandans said the country should fund its own development
instead of depending on external assistance and loans.

Where loans or development assistance are provided, six in 10 Ugandans (61%)
preferred the government to make its own decisions about how to use the resources,
and 53% would not want democracy and human rights practices to form part of loan
conditionalifies.

Two-thirds (66%) of respondents said it is fair fo tax rich people at a higher rate than
ordinary people to fund government programmes that benefit the poor.

A majority (53%) of citizens would rather pay lower taxes even if it means getting
fewer government services, while 41% would prefer to pay higher taxes in exchange
for more services.

Access to tax information was a challenge, as three-fourths (76%) of Ugandans

reported difficulty in knowing what taxes and fees they are supposed fo pay fo the
government.
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o More than eight in 10 citizens (83%) reported difficulty in determining how the
government uses tax revenues, and fewer than half (46%) thought tax revenues
are usually spent in service of citizens’ well-being.

" Nearly sixin 10 (58%) “disagreed” or “strongly disagreed” with the idea that the
government should make sure that small fraders and informal sector workers pay
taxes on their enterprises.

o Support for informal-sector taxation was 23 percentage points higher among
Ugandans who thought the government generally uses tax revenues for citizens'
well-being than among those who disagreed (49% vs. 26%).

Development assistance and conditionalities

In the wake of Uganda'’s 2023 enactment of an anti-LGBTQ law that criminalises same-sex
conduct, there has been a notable reduction in donor support and concessional loans from
foreign countries and institutions for Uganda. The World Bank, for instance, suspended
financial assistance for projects in Uganda, citing violations of its principles in relation to the
legislation (East African, 2023). And in January 2024, the United States excluded Uganda as a
beneficiary of the African Growth and Opportunity Act, effectively nullifying its ability to
export specific commodities duty-free (Musoke, 2023). These setbacks heighten the need for
Uganda to tap info its internal resources to facilitate national development.

How have Ugandans viewed the question of development funding in the past? Well before
the recent withdrawal of foreign assistance, Afrobarometer findings from 2019 revealed a
preference for self-reliant development. More than half (56%) of Ugandans asserted that the
country should fund its own development through domestic resources, even if it entails an
increased tax burden (Figure 1). In contrast, a substantial minority (38%) supported external
loans, notwithstanding the potential escalation of foreign-held public-sector debt.

Figure 1: Views on self-reliant development | Uganda | 2019
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Respondents were asked: Which of the following statements is closest fo your view?

Statement 1: It is important that as an independent nation, we finance development from our own
resources, even if it means paying more taxes.

Statement 2: We should use external loans for the development of the country, even if it increases our
indebtedness to foreign countries and institutions.

(% who "agreed” or “strongly agreed” with each statement)

The preference for self-funded development was more pronounced in cities than in rural
areas (62% vs. 54%) (Figure 2). Fewer than half (48%) of citizens without formal education
expressed support for this approach.
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Figure 2: Preference for self-reliant development | by demographic group | Uganda
| 2019
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Respondents were asked: Which of the following statements is closest to your view?2

Statement 1: It is important that as an independent nation, we finance development from our own
resources, even if it means paying more taxes.

Statement 2: We should use external loans for the development of the country, even if it increases our
indebtedness fo foreign countries and institutions.

(% who "agreed” or “strongly agreed” with Statement 1)

If assistance and external loans were to be provided, Ugandans expressed reservations
about strings attached to such assistance. Fewer than four in 10 (36%) favoured strict
requirements on loans; a clear maijority (61%) preferred that the Ugandan government retain
decision-making authority on how fo spend the monies (Figure 3).

Figure 3: Views on conditionalities on development assistance and loans
| Uganda | 2019
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Government should make own  Strict requirements should be
decisions on how to use funds tied to loans given to Uganda

Respondents were asked: Which of the following statements is closest to your views?

Statement 1: When other countries give loans or development assistance to Uganda, they should
enforce strict requirements on how the funds are spent.

Statement 2: When other countries give Uganda loans or development assistance, they should allow
our government to make its own decisions about how to use the resources.

(% who "agreed” or “strongly agreed” with each statement)
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Consistent with this stance, a narrow maijority (53%) said the Ugandan government should
autonomously decide matters pertaining to democracy and human rights, although a
substantial plurality (43%) supported making assistance conditional on the promotion of
democracy and human rights (Figure 4).

Figure 4: Should development assistance and loans be tied to promotion
of democracy and respect for human rights? | Uganda | 2019
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Government should make its own Development assistance and loans
decisions about democracy and should be conditional on promotion
human rights of democracy and human rights

Respondents were asked: Which of these statements is closest to your views?
Statement 1: When other countries give loans or development assistance to Uganda, they should
enforce strict requirements to make sure our government promotes democracy and respects human
rights.
Statement 2: Even if other countries give Uganda loans or development assistance, our government
should make its own decisions about democracy and human rights.

(% who "agreed” or “strongly agreed” with each statement)

The role of taxes in national development

If Uganda is to achieve the desired self-reliant development, it must make full use of
domestic revenue collection to help it meet its fiscal expenditure needs. A majority of
Ugandans have in the past taken the position that citizens must help fund national
development through taxes; support for this view rose from 51% to 57% between 2012 and
2015 (Figure 5).

Figure 5: Views on the need to pay tax for national development | Uganda
| 2012-2015
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Respondents were asked: Which of the following statements is closest to your view?2

Statement 1: Citizens must pay their taxes to the government in order for our country to develop.
Statement 2: The government can find enough resources for development from other sources without
having to tax the people.

(% who "agreed” or “strongly agreed” with each statement)
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Uganda has a progressive income tax regime, although its reliance on indirect taxes is highly
regressive (ActionAid Uganda, 2023) because low-income earners spend larger shares of
their income on goods with indirect taxes than better-off citizens do. Moreover, some
observers allege that most high-net-worth individuals in the country do not pay their fair share
of taxes (Oxfam & SEATINI-Uganda, 2018).

Survey data from 2019 show that Ugandans supported the principle of progressivity: Two-
thirds (67%) “agreed” or “strongly agreed” with the statement “It is fair fo tax rich people at a
higher rate than ordinary people in order to help pay for government programmes to benefit
the poor” (Figure 6).

Figure é: Fair to tax the rich more to benefit the poor? | Uganda | 2012-2019

Respondents were
asked: Do you
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statement: It is fair
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" Agree than ordinary
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Don't know/Refused government

programmes to
benefit the poor?2

Despite Ugandans’ expressed wilingness to finance national development through taxes,
they also expressed a preference for paying lower taxes, even if that would reduce
government services, instead of paying higher taxes in exchange for more services. In 2019,
53% said they would rather pay less, arise of 5 percentage points compared to 2012 (Figure
7). In both years, fourin 10 (41%) said they would be willing to pay higher taxes if it would
mean more services provided by the government.

Figure 7: Lower or higher taxes for government services? | Uganda | 2012-2019
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Respondents were asked: Which of the following statements is closest to your view?g

Statement 1: It is better to pay higher taxes if it means that there will be more services provided by
government.

Statement 2: It is better to pay lower taxes, even if it means there will be fewer services provided by
government.

(% who "agreed” or “strongly agreed” with each statement)
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Women and men hold identical views on this question (Figure 8). A preference for lower
taxes, even if with fewer government services was particularly strong among senior citizens
(63% of those aged 61 years and above) and those without formal education (61%).

Figure 8: Lower or higher taxes for government services? | by demographic group
| Uganda | 2019
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Respondents were asked: Which of the following statements is closest to your view?g

Statement 1: It is better to pay higher taxes if it means that there will be more services provided by
government.

Statement 2: It is better to pay lower taxes, even if it means there will be fewer services provided by
government.

(% who "agreed” or “strongly agreed” with each statement)

Access to tax information and accountability in using the taxes

The URA has implemented a series of inifiatives to simplify the taxation system for citizens,
including introducing the Electronic Receipting and Invoicing System for e-filing and e-
invoicing, making information accessible via web portals and mobile apps, and engaging
with stakeholders to increase tax awareness (Wanyenze, 2023). These efforts align with
citizens’ reported difficulties in accessing relevant personal and public tax information.

In 2019, three-fourths (76%) of Ugandans said they found it “difficult” or “very difficult” to
discern the taxes and fees they were obligated to pay, up from 73% in 2012 (Figure 9). Fewer
than one-fifth (17%) of individuals perceived the process as “easy” or “very easy” in 2019.
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Figure 9: Ease of finding out what taxes to pay | Uganda | 2012-2019
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Respondents were asked: Based on your experience, how easy or difficult is it to find out what taxes
and fees you are supposed to pay to the government?g

Some analysts argue that citizens’ tax morale has been undermined by the government's

failure to ensure transparency and efficiency in the utilisation of taxpayers’ money, to root
out corruption, and to align fiscal expenditures with public development priorities (Waiswa,
Akol, & Nalukwago, 2020).

Ugandans have long decried the difficulty of finding out how the government uses tax
revenues. In 2019, more than eight in 10 survey respondents (83%) reported that accessing
this information was “difficult” or “very difficult” (Figure 10).

The persistent opacity of the tax system and inaccessibility of tax information appear to have
created doubts among Ugandans as to whether revenues were well spent. Fewer than half
(46%) of citizens thought the government generally uses the tax revenue it collects for
citizens’ well-being, while nearly fourin 10 (38%) believed the opposite.

Figure 10: Views on how tax revenues are used | Uganda | 2019
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Respondents were asked:

Based on your experience, how easy or difficult is it to find out how government uses the revenues from
people’s taxes and fees?

Do you agree or disagree with the following statement: The government usually uses the tax revenues it
collects for the well-being of citizens?
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Taxing the informal sector

Although small and informal businesses play a substantial role in Uganda's economy, they
often elude taxation, resulting in a notable under-conftribution to the country's overall tax
efforts. To address this, the URA has implemented targeted tax-policy interventions to simplify
the filing of returns and provide tax education to operators of small and informal enterprises
(New Vision, 2022).

But Ugandans expressed scepfticism regarding the taxation of the informal sector. In 2019, a
maijority (58%) disagreed with the idea that the government should make sure that small
fraders and individuals working in the informal sector pay taxes on their businesses (Figure 11).

Figure 11: Should the informal sector be taxed? | Uganda | 2019
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Respondents were asked: Do you agree or disagree with the following statement: Government should
make sure small fraders and other people working in the informal sector pay taxes on their businesses?

A disaggregation of the findings reveals large variations in responses within certain
demographic categories (Figure 12). Notably, support for faxing the informal sector
increased with respondents’ level of education: Individuals with post-secondary education
were more than twice as likely as those without formal schooling to say the informal sector
should be taxed (59% vs. 23%).

Residents in rural areas also displayed greater support for taxing the informal sector than their
urban counterparts (41% vs. 30%). Geographically, the Eastern Region recorded the highest
support (54%), while the Central Region recorded the lowest (22%).

Do your own analysis of Afrobarometer data — on any question,
for any country and survey round. It’s easy and free at
www.afrobarometer.org/online-data-analysis.
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Figure 12: Informal sector should be taxed | by demographic group | Uganda
| 2019
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Respondents were asked: Do you agree or disagree with the following statement: Government should
make sure small fraders and other people working in the informal sector pay taxes on their businesses?
(% who "agreed” or “strongly agreed”)

Further analysis suggests that Ugandans’ views on informal-sector taxation may also be
correlated with their tax status and their evaluations of the taxation regime.

Only one-third (34%) of respondents who perceived taxes on ordinary people as excessively
high were inclined to support informal-sector taxation, compared to about half of those who
considered taxes to be too modest (50%) or just about right (48%) (Figure 13).

Among Ugandans who held that the government does not use tax revenues for the well-
being of citizens, seven in 10 (71%) said small fraders and informal businesses should not be
taxed. By confrast, among those who believed that tax revenues do benefit the public, half
(49%) wanted to see taxes levied on the unregulated sector.

Opposition to informal-sector taxation was higher among those who reported difficulty in
determining how the government spends tax revenues than among those who found it easy
(60% vs. 46%), and among citizens who struggled to discern what they owed the government
compared to those who reported no such difficulty (61% vs. 49%).

Respondents who reported having fo pay income taxes were 7 percentage points more
likely to support taxing the informal sector than those who said they had no income on which
they were required to pay taxes (45% vs. 38%).
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Figure 13: Should the informal sector be taxed? | by tax status and views | Uganda
| 2019
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Respondents were asked:
If you have paid employment, that is, regular employment for which you receive something like an
hourly wage or a regular salary, are you required to pay an income tax, that is, a tax deducted
from your wages by your employer?
Do you think that the amount of taxes that ordinary people in Uganda are required to pay to the
government is too little, too much, or about the right amount?
Do you agree or disagree with the following statement: Government should make sure small
traders and other people working in the informal sector pay taxes on their businesses?
Do you agree or disagree with the following statement: The government usually uses the tax
revenues it collects for the well-being of citizens?
Based on your experience, how easy or difficult is it to find out how government uses the revenues
from people’s taxes and fees?

Conclusion

While Ugandans would prefer to fund their country's development through domestic
resources rather than foreign assistance, there are challenges in optimising revenue
collection, particularly from the informal sector. The informal sector, which constitutes a
significant part of the economy, contributes minimally to tax revenue — an untapped
resource as the government confinues to spend beyond its means.
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But proposals to expand the tax base by taxing the informal sector have faced public
scepticism in the past, especially among those who questioned how the government uses
tax revenues. Our analysis underscores the importance of enhancing government
fransparency and public trust if efforts fo increase tax revenue and bring the informal sector
intfo the tax net are to succeed.
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https://www.ubos.org/wp-content/uploads/publications/11_2022NLFS_2021_main_report.pdf
https://www.ictd.ac/publication/make-uganda-taxpayers-more-compliant-ura/
https://news.mak.ac.ug/2021/02/mak-rif-plugs-tax-education-gaps-in-ugandas-informal-sector/?utm_source=chatgpt.com
https://thetaxman.ura.go.ug/?p=5627
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Let the people have a say

Joseph Makanga is a research associate for Hatchile Consult Ltd., Afrobarometer’s national
partner in Uganda. Email: makangaj@gmail.com.

John Martin Kewaza is a research associate for Hatchile Consult Ltd. Email:
im.kewaza@gmail.com.

Afrobarometer, a nonprofit corporation with headquarters in Ghana, is a pan-African,
nonpartisan research network. Regional coordination of national partners in about 35
countries is provided by the Ghana Center for Democratic Development (CDD-Ghana), the
Institute for Justice and Reconciliation (IJR) in South Africa, and the Institute for Development
Studies (IDS) at the University of Nairobi in Kenya. Michigan State University, the University of
Cape Town, and the University of Malawi provide technical support to the network.

Financial support for Afrobarometer is provided by Sweden via the Swedish International
Development Cooperation Agency, the Norwegian Agency for Development Cooperation
via the World Bank Think Africa Project, the Mo Ibrahim Foundation, the Open Society
Foundations - Africa, Luminate, the Ford Foundation, the William and Flora Hewlett
Foundation, the Mastercard Foundation, the David and Lucile Packard Foundation, the
European Union Commission, the World Bank Group, the International Development
Research Centre (IDRC), the Embassy of the Kingdom of the Netherlands in Uganda, and
GlL.

Donations help Afrobarometer give voice to African citizens. Please consider making a
donation to Afrobarometer. To make an online donation, kindly follow this link or this link. To
discuss institutional funding, contact Felix Biga (felixbiga@afrobarometer.org) or Runyararo
Munetsi (runyararo@afrobarometer.org).

Follow our releases on #VoicesAfrica.
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