
Recommendations 

Digital public infrastructure (DPI), encompassing digital identity, payments and data-sharing 
systems, offers African countries a powerful means to enhance administrative efficiency, particularly 
in revenue mobilisation. To fully realise this potential, the following actions are essential.

•	 DPI in Africa should be pursued as a multi-layered ecosystem.

•	 South Africa must advocate for an ‘Africa stack’ to spur private sector innovation and  
accelerate scalable DPI deployment.

•	 African tax authorities should prioritise strategic compliance targeting using data and  
analytics to identify and address non-compliance.

•	 African governments must adopt a holistic approach to the shadow economy.

•	 The G20, alongside the AU, should host peer learning workshops on DPI best practices. 
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Executive summary
According to the IMF, a significant portion of economic activity in Africa takes place 
informally – roughly 35% of GDP, around $1–1.2 trillion. While the informal economy plays 
a vital role in sustaining livelihoods and enabling economic participation, especially 
in contexts of limited formal employment, it also presents challenges for domestic 
resource mobilisation (DRM), particularly where it intersects with tax evasion and high-
value untaxed transactions. These challenges are most acute in the shadow economy, 
which encompasses both informal and illicit activities intentionally structured to evade 
taxation and regulatory oversight. Economic activity in the shadow economy is hindering 
the development of a stable African economy that contributes significantly to national 
incomes and development goals. Digital public infrastructure (DPI) emerges as a potential 
enabler that, with the requisite conditions, could be leveraged to reduce the size of the 
shadow economy on the continent. This policy brief outlines how DPI can be deployed 
strategically to improve tax visibility and resource mobilisation from Africa’s shadow 
economy, as well as the role of the South African G20 presidency in advancing this.

Introduction
Informality refers to economic activities characterised by non-registration with business, 
tax or licensing authorities.1 Consequently, such activities are not sufficiently accounted 
for in countries’ GDP.2 Informality is mainly driven by complex tax regimes, weak 
enforcement, corruption and low trust in public institutions, alongside limited incentives 
to formalise business transactions.3 Addressing these challenges requires coordinated 
interventions beyond tax policy reform, involving multiple stakeholders such as central 
banks, finance ministries and digital service providers.4

This policy brief focuses on the subset of informality that poses the greatest challenge to 
DRM, namely higher-value transactions taking place within the shadow economy that 
are deliberately structured to evade taxation and regulatory oversight. It does not focus 
on small-scale informal activities, such as micro-vending or subsistence work, which, 
while technically unregistered, are often essential for livelihood and typically generate low 
taxable surplus. These activities should be protected and supported through inclusive 
financial and social protection systems, rather than being prematurely drawn into the 
tax net. The focus of tax policies must be on ensuring businesses that already have the 

1	 Rafael Dix-Carneiro et al., “Trade and Domestic Distortions: The Case of Informality” (Working Paper 28391, National Bureau of 
Economic Research, 2025). 

2	 Tii Tasheh Fonsoh, Aloysius M. Njong and Tii N. Nchofoung, “Institutional Quality and the Shadow Economy in Africa: Effect and 
Transmission Channels”, Transnational Corporations Review 17, no. 1 (2025).

3	 Alison Gillwald, ed., Digitalisation for a Just Social Compact: Global South Lessons from the COVID-19 Pandemic, Research 
Report (Institute of Peruvian Studies, LIRNEasia and Research ICT Africa, 2023). 

4	 Ameya Ashok Naik and Ajay Nandakumar, “Tax Administration and Domestic Revenue in the Digital Era”, chap. 5 in Public 
Finance in the Digital Era: Emerging Themes, Research Report (ODI Global, 2025).

https://www.nber.org/system/files/working_papers/w28391/w28391.pdf
https://pdf.sciencedirectassets.com/783695/1-s2.0-S1925209924X00066/1-s2.0-S1925209925000063/main.pdf?X-Amz-Security-Token=IQoJb3JpZ2luX2VjEH4aCXVzLWVhc3QtMSJHMEUCIQDem%2BhibEvQii7gEBuI9b3BAZHZL2Ew17oxDh4Gw5%2B%2BmgIgMiDyKBOhjeotG8m8m%2B0aAK2r1IZdi4kKIM8yHMyDIxUqswUINhAFGgwwNTkwMDM1NDY4NjUiDHH2cUOq0TbnLaBD0CqQBXGCitgMNFpdfzuqspSjKNYmUAAUOptwzKT3CvdVONDXP1q94AXxlTa9GMTYPxh803Bf0VA4cuk3JtkyOQuyNYVNIpnFWciAuLhN6cuNeG%2FufWvWOW4mJ%2BcQ%2F66PzDzTNwjR9S6NWFb4BmBU0BPhRCr6ic0cIzt3VF1mVjnd1%2FWeksu8lQ6xMVXGsvi6TrAc%2FCelXye11gO%2BeGsGcfk6O5qijA5PwRoLNJaI0qijpIzjE33%2FSvJkPjsY%2BskHmJj7pgAS%2B2DgJ50jaidNM2wv43ZH0119Uw91rfNEqeCr83F1ytyeafAuXg4%2BiZ%2FOOowhNusIGQCxnOv9kkzPZFSzut2Dw5uDskpLERcP2w%2BwHt8f5f7X%2Fse8hUIrKObmCFH9KGa3ZxhCWeBSmIGhKfay7JHtu7JgZuLnSvdtA6DM99ffPdR7Ud55J2UsOyEbTAu%2FW%2FGtlVuLBP7mEoxe3yp%2B1ONvk2Nrv7IOKbyj9aN3FaZTetCWEmE7PLqxwydGEeutCPSwbZWtCYOhCwmXKEoIWde%2BMlOdzNehs1q45NApfAH5UZ3u5eet6C5HMl0RHqjF%2Fe2EwBBTPbzEIyDvMTdfyAleNCP0Qpzh%2F3PDUTaVxtH1thvoF7o13ItsFYMGQAa4V2hkpW3BFGEYyzgYW%2FvcbaTOkeS6cIYv0WoRD81vpm26klS%2FAT66ENt%2ByhNvYX8bQj3KwnYZQNTpqaHvWfICripTSE0sMqJ2VJgz7Pde6s09t3vZr%2BhQ5iOcdscr28p9jM99QChV2dxlB9FmwmZKGZqLskhV2TCR%2FwTfORut0P1mJatcOdouzYm%2B6Jxn68pKzEro8i1X0QsKU8H4mz5Hp7plzelXN%2Fo5QIPkeMhY5wbmMIWumcEGOrEB3BBo6Jf9FgTNjJkKEVVHLBeMn7ao5TXZpOPGFilQC34CO6pNmBpExlGTHO7unk4fS8uf%2BDLqldma1lQRKqoODeh3svlLU%2FCnHxlIdXZI1jLCOs2%2FxOcLMoxMY3rjUMk5F3mGRugbbj3vOa7qmirA3hI0X%2FwPToHctYTUU6gO2gz06DnB%2FSI9Zl1V3me3SNm4gfv5HAFhced7Yfk0aq%2FdtffG4EML%2BO7qvNXXiodkWiz2&X-Amz-Algorithm=AWS4-HMAC-SHA256&X-Amz-Date=20250515T215410Z&X-Amz-SignedHeaders=host&X-Amz-Expires=299&X-Amz-Credential=ASIAQ3PHCVTY2CPCKLCW%2F20250515%2Fus-east-1%2Fs3%2Faws4_request&X-Amz-Signature=9482f68c4c6fbe60312963bb861a6d1599d4c9a78a0697dbeec8ffd719795846&hash=8334f5bba66c7cc5d7b0e7de2d42e71e8c4f5c487abe2ca8cf1f3270b9f5b4f9&host=68042c943591013ac2b2430a89b270f6af2c76d8dfd086a07176afe7c76c2c61&pii=S1925209925000063&tid=spdf-32c46f77-f125-4b0d-8cc2-bc1749e42685&sid=c4efed7b409d174fa618df6637747488442bgxrqb&type=client&tsoh=d3d3LnNjaWVuY2VkaXJlY3QuY29t&rh=d3d3LnNjaWVu
https://pdf.sciencedirectassets.com/783695/1-s2.0-S1925209924X00066/1-s2.0-S1925209925000063/main.pdf?X-Amz-Security-Token=IQoJb3JpZ2luX2VjEH4aCXVzLWVhc3QtMSJHMEUCIQDem%2BhibEvQii7gEBuI9b3BAZHZL2Ew17oxDh4Gw5%2B%2BmgIgMiDyKBOhjeotG8m8m%2B0aAK2r1IZdi4kKIM8yHMyDIxUqswUINhAFGgwwNTkwMDM1NDY4NjUiDHH2cUOq0TbnLaBD0CqQBXGCitgMNFpdfzuqspSjKNYmUAAUOptwzKT3CvdVONDXP1q94AXxlTa9GMTYPxh803Bf0VA4cuk3JtkyOQuyNYVNIpnFWciAuLhN6cuNeG%2FufWvWOW4mJ%2BcQ%2F66PzDzTNwjR9S6NWFb4BmBU0BPhRCr6ic0cIzt3VF1mVjnd1%2FWeksu8lQ6xMVXGsvi6TrAc%2FCelXye11gO%2BeGsGcfk6O5qijA5PwRoLNJaI0qijpIzjE33%2FSvJkPjsY%2BskHmJj7pgAS%2B2DgJ50jaidNM2wv43ZH0119Uw91rfNEqeCr83F1ytyeafAuXg4%2BiZ%2FOOowhNusIGQCxnOv9kkzPZFSzut2Dw5uDskpLERcP2w%2BwHt8f5f7X%2Fse8hUIrKObmCFH9KGa3ZxhCWeBSmIGhKfay7JHtu7JgZuLnSvdtA6DM99ffPdR7Ud55J2UsOyEbTAu%2FW%2FGtlVuLBP7mEoxe3yp%2B1ONvk2Nrv7IOKbyj9aN3FaZTetCWEmE7PLqxwydGEeutCPSwbZWtCYOhCwmXKEoIWde%2BMlOdzNehs1q45NApfAH5UZ3u5eet6C5HMl0RHqjF%2Fe2EwBBTPbzEIyDvMTdfyAleNCP0Qpzh%2F3PDUTaVxtH1thvoF7o13ItsFYMGQAa4V2hkpW3BFGEYyzgYW%2FvcbaTOkeS6cIYv0WoRD81vpm26klS%2FAT66ENt%2ByhNvYX8bQj3KwnYZQNTpqaHvWfICripTSE0sMqJ2VJgz7Pde6s09t3vZr%2BhQ5iOcdscr28p9jM99QChV2dxlB9FmwmZKGZqLskhV2TCR%2FwTfORut0P1mJatcOdouzYm%2B6Jxn68pKzEro8i1X0QsKU8H4mz5Hp7plzelXN%2Fo5QIPkeMhY5wbmMIWumcEGOrEB3BBo6Jf9FgTNjJkKEVVHLBeMn7ao5TXZpOPGFilQC34CO6pNmBpExlGTHO7unk4fS8uf%2BDLqldma1lQRKqoODeh3svlLU%2FCnHxlIdXZI1jLCOs2%2FxOcLMoxMY3rjUMk5F3mGRugbbj3vOa7qmirA3hI0X%2FwPToHctYTUU6gO2gz06DnB%2FSI9Zl1V3me3SNm4gfv5HAFhced7Yfk0aq%2FdtffG4EML%2BO7qvNXXiodkWiz2&X-Amz-Algorithm=AWS4-HMAC-SHA256&X-Amz-Date=20250515T215410Z&X-Amz-SignedHeaders=host&X-Amz-Expires=299&X-Amz-Credential=ASIAQ3PHCVTY2CPCKLCW%2F20250515%2Fus-east-1%2Fs3%2Faws4_request&X-Amz-Signature=9482f68c4c6fbe60312963bb861a6d1599d4c9a78a0697dbeec8ffd719795846&hash=8334f5bba66c7cc5d7b0e7de2d42e71e8c4f5c487abe2ca8cf1f3270b9f5b4f9&host=68042c943591013ac2b2430a89b270f6af2c76d8dfd086a07176afe7c76c2c61&pii=S1925209925000063&tid=spdf-32c46f77-f125-4b0d-8cc2-bc1749e42685&sid=c4efed7b409d174fa618df6637747488442bgxrqb&type=client&tsoh=d3d3LnNjaWVuY2VkaXJlY3QuY29t&rh=d3d3LnNjaWVu
https://researchictafrica.net/wp-content/uploads/2024/04/core-project-report_20231010.pdf
https://media.odi.org/documents/Ch5_-_Tax_administration_and_domestic_revenue_in_the_digital_era.pdf
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capacity to formalise are adequately captured within the tax net.5 Research by the African 
Tax Administration Forum and the International Centre for Tax and Development shows 
that various interventions on the continent to address informality in a generalised context 
have had disproportionate consequences for the more vulnerable actors in the informal 
economy. Such interventions include presumptive taxes, withholding schemes, flat tax 
rates and turnover taxes.

Complex dynamics between the shadow economy, DRM and  
digital payment systems adoption

A study by EY estimates that the shadow economy in Northern, Southern, Central and 
Eastern Africa ranges from 24.1% to 41.6% of GDP, accounting for billions in lost revenue.6 
Cash transactions are a key enabler of the shadow economy, making it inherently difficult 
to quantify.7 The use of cash as opposed to digital transactions makes it easier to hide 
informal activities from public authorities, as the transactions do not generate a formal 
audit trail. As a result, the shadow economy forms a substantial part of the tax gap, which 
reflects the shortfall between expected and actual tax collections. Although not the sole 
cause, unreported economic activity significantly contributes to this gap by reducing the 
government’s ability to collect taxes such as value-added tax (VAT), corporate income 
tax and employment-related levies.8 Accordingly, it is not surprising that the three 
African countries with the largest shadow economies (Sierra Leone, Niger and Ethiopia) 
have tax-to-GDP ratios below the regional average of around 16%.9 This not only leads to 
substantial revenue losses but also undermines trust in the tax system (fuelled by uneven 
enforcement, lack of visible public benefit, excessive bureaucracy and low confidence in 
financial institutions). It also distorts market competition and inflates public and private 
sector costs.10 

Digital payments and the shadow economy

Digital payments have the potential to increase the visibility of transactions that typically 
go unrecorded in cash-based systems and address the opacity of the shadow economy. 
A 2022 study of 42 African economies found that digitalisation, especially in terms of 

5	 African Tax Administration Forum and International Centre for Tax & Development, “Taxing Informal Economies: Practises, 
Challenges & Ways Forward” (Policy Paper, ATAF-ICTD, 2024).

6	 EY, Shadow Economy Exposed: Estimated for the World and Policy Paths, Policy Research Report (EY, 2025). 
7	 According to a study by EY, a distinction can be made between a passive cash shadow economy and committed cash shadow 

economy.  The former refers to unreported transactions where cash use acts as an enabler to tax evasion by registered 
businesses, with consumers playing a passive role and gaining no benefit. For the latter, the use of cash is consequential to an 
agreement between parties and can involve registered or unregistered entities. The aim is to conceal transactions to mutually 
benefit from evading taxes or regulations. In this case, cash is intentionally chosen to avoid detection, and both the buyer and 
the seller are actively complicit in maintaining the transaction outside the formal economy. 

8	 EY, Shadow Economy Exposed. 
9	 OECD, Revenue Statistics in Africa 2024, Report (OECD, 2024); PWC, Tax Summaries, “Ethiopia: Overview”, accessed July 3, 2025, 

https://taxsummaries.pwc.com/ethiopia#:~:text=The%20World%20Bank%20estimates%20the,at%204.5%25%20(2022).
10	 Rajul Awasthi and Michael Engelschalk, “Taxation and the Shadow Economy: How the Tax System Can Stimulate and Enforce 

the Formalization of Business Activities” (Policy Research Working Paper 8391, World Bank Group, 2018). 

https://www.ictd.ac/publication/taxing-informal-economies-practices-challenges-ways-forward/
https://www.ictd.ac/publication/taxing-informal-economies-practices-challenges-ways-forward/
https://www.ey.com/en_gl/insights/tax/why-the-shadow-economy-persists-and-how-governments-are-responding
https://www.visualcapitalist.com/size-of-the-shadow-economy-by-country/
https://www.visualcapitalist.com/size-of-the-shadow-economy-by-country/
https://doi.org/10.1111/1467-8268.12653
https://www.ictd.ac/publication/taxing-informal-economies-practices-challenges-ways-forward/
https://www.ictd.ac/publication/taxing-informal-economies-practices-challenges-ways-forward/
https://www.ey.com/en_gl/insights/tax/why-the-shadow-economy-persists-and-how-governments-are-responding
https://www.oecd.org/en/publications/2024/12/revenue-statistics-in-africa-2024_a51701c6.html
https://www.zotero.org/google-docs/?LR233V
https://documents.worldbank.org/en/publication/documents-reports/documentdetail/497071522428886160
https://documents.worldbank.org/en/publication/documents-reports/documentdetail/497071522428886160
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telecommunications and the internet, substantially reduced the size of the shadow 
economy.11 This is because digitalisation makes economic activities more visible, less 
dependent on cash and easier to regulate and audit. This is particularly necessary in 
the passive cash shadow economy, which is prevalent in Africa.12 Since the use of cash 
enables underreporting by registered businesses, digitising business-to-consumer (B2C) 
transactions becomes necessary. However, B2B13 transactions in the committed cash 
shadow economy require separate interventions such as e-invoicing, real-time reporting 
and regulatory enforcement. 

Further, it must be understood that digital payment adoption by consumers is a 
necessary, but insufficient, condition for improving tax compliance. Without compelling 
reasons for firms, especially those that are currently non-compliant, to adopt digital 
payment systems, the impact on formal tax reporting will be minimal. For instance, 
despite a significant increase in card usage due to VAT rebates in Uruguay, tax 
compliance did not improve. This was because non-compliant firms did not adopt point-
of-sale (POS) systems and already-compliant firms simply processed more transactions 
electronically without altering their reporting behaviour.14 Therefore, while digital 
payments can improve tax administration, formalising the shadow economy also requires 
addressing the structural and behavioural barriers to formalisation.

Addressing informality in Africa: Tax policy lessons from South Korea 
and India

African countries generally collect less taxes than their counterparts in other emerging 
and developing economies.15 Governments’ lack of efficacy in bridging the tax gap is 
caused by a mixture of ineffective tax policies, poor tax compliance and enforcement, and 
the prevalence of informal and shadow economies. 

Governments around the continent have adopted various measures to bridge the tax gap 
by targeting informal business activities, including attempts to raise revenue through the 
taxation of digital financial services (DFS) payments. This can be attributed to significant 
growth in this sector and its potential as a revenue source.16 In 2022, over 10 African 
countries levied varying taxes on DFS transactions. These taxes differ in various ways, such 
as rate, tax type, exemptions and transactions (transfers, deposits or withdrawals), with the 

11	 Emmanuel Umoru Haruna and Usman Alhassan, “Does Digitalization Limit the Proliferation of the Shadow Economy in African 
Countries? An In-Depth Panel Analysis”, African Development Review 34, no. S1 (2022).

12	 EY, Shadow Economy Exposed.
13	 Business to business.
14	 Anne Brockmeyer and Magaly Sáenz Somarriba, “Electronic Payment Technology and Tax Compliance: Evidence from Uruguay’s 

Financial Inclusion Reform” (Working Paper 9947, World Bank, 2022). 
15	 IMF, Regional Economic Outlook: Sub-Saharan Africa – The Big Funding Squeeze, Research Report (IMF, April 2023).
16	 Hannelore Niesten, “Are Digital and Traditional Financial Services Taxed the Same? A Comprehensive Assessment of Tax Policies 

in Nine African Countries” (ICTD Research in Brief 84, Institute of Development Studies, 2023).

https://doi.org/10.1111/1467-8268.12653
https://doi.org/10.1111/1467-8268.12653
https://documents.worldbank.org/en/publication/documents-reports/documentdetail/559201645710893209/electronic-payment-technology-and-tax-compliance-evidence-from-uruguay-s-financial-inclusion-reform
https://documents.worldbank.org/en/publication/documents-reports/documentdetail/559201645710893209/electronic-payment-technology-and-tax-compliance-evidence-from-uruguay-s-financial-inclusion-reform
https://documents.worldbank.org/en/publication/documents-reports/documentdetail/559201645710893209/electronic-payment-technology-and-tax-compliance-evidence-from-uruguay-s-financial-inclusion-reform
https://www.imf.org/en/Publications/REO/SSA/Issues/2023/04/14/regional-economic-outlook-for-sub-saharan-africa-april-2023
https://www.ictd.ac/publication/digital-traditional-financial-services-2/#:~:text=Several%20African%20countries%20have%20introduced,broaden%20the%20government's%20revenue%20base.
https://www.ictd.ac/publication/digital-traditional-financial-services-2/#:~:text=Several%20African%20countries%20have%20introduced,broaden%20the%20government's%20revenue%20base.
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rate ranging from 0.2–5%.17 Depending on the specific regime, taxation can be levied on 
the value, or amount, of the DFS transaction, and accordingly affect consumers, service 
providers, merchants, payment processors or cross-border entities. Transaction-based 
taxes, VAT and corporate taxes in this regard are often more justifiable as they ensure fair 
participation from both consumers and service providers. 

However, excessively high tax rates can be regressive and hinder broader financial 
inclusion. For example, while the initial transaction-based 1% mobile money tax in Uganda 
was aimed at increasing government revenue, the public backlash resulted in a revised 
0.5% levy on withdrawals.18 A fair and efficient tax system places the heaviest burden 
on those most able to pay. Overly taxing DFS is counterproductive – instead, DFS can 
make the payment of taxes easier for the benefit of both individuals and governments.19 
The cash-based shadow economy cannot, however, be addressed through tax policy 
alone, particularly one that adopts a blanket approach to the sector. There is a strong 
administrative and institutional component that is vital to success.

Key lessons in targeted interventions that have had a significant impact on the reduction 
of informality can be extracted from countries such as South Korea and India. In 1999, 
South Korea’s shadow economy was estimated to account for approximately 28% of 
GDP.20 South Korea introduced the Tax Incentive for Electronically Traceable Payments 
(TIETP) in 1999, which encouraged the use of credit cards, debit cards and electronic cash 
receipts in B2C transactions. This initiative significantly contributed to transforming the 
Korean economy into a more cashless system over a decade and a half. It allowed wage 
and salary earners to claim tax deductions for eligible purchases made with electronically 
traceable payments, which they could declare during their year-end income tax 
settlements. This incentivised consumers to opt for traceable transactions.

The success of the TIETP stemmed from a policy shift that moved away from deterrents 
aimed at sellers (which had failed with mandatory cash registers) to measures that 
encouraged end-consumers. This approach effectively disrupted collusive relationships 
between buyers and sellers who preferred cash transactions to evade taxes, as electronic 
payments inherently create an audit trail. Currently, South Korea’s shadow economy is 
approximately 7.6% of GDP. It has successfully structured an effective tax management 
and compliance system by, among other things, addressing technical challenges, 
including secure online tax payments and data protection.21 The introduction of  
 

17	 Hannelore Niesten, “Taxes on Digital Financial Services in Africa – An Unlevel Playing Field”, International Centre for Tax and 
Development (blog), February 3, 2023.

18	 Lorenzo Spadavecchia, Adam Mugume and Jimmy Apaa, Mobile Money Tax: Financial Inclusion Versus Financial Development: 
Evidence Using Transaction-Level Data: The Case of Uganda, Project Report UGA-24179 (International Growth Centre, 2025).

19	 Philip Mader, “How Should Africa’s Digital Payments Be Taxed?”, International Centre for Tax and Development (blog), October 
24, 2022.

20	 Friedrich Schneider, Andreas Buehn and Claudio E. Montenegro, “Shadow Economies All Over the World: New Estimates for 162 
Countries from 1999 to 2007” (Working Paper 5356, World Bank, 2010).

21	 Joseph Bimbala Gwaba et al., “Promoting Tax Compliance in the Democratic Republic of Congo: Lessons Learned from the 
Republic of Korea as Case Study”, International Journal of Contents 20, no. 4 (2024). 

https://www.ictd.ac/blog/taxes-digital-financial-services-africa-unlevel-playing-field/
https://www.theigc.org/publications/mobile-money-tax-financial-inclusion-versus-financial-development
https://www.theigc.org/publications/mobile-money-tax-financial-inclusion-versus-financial-development
https://www.ictd.ac/blog/africa-digital-payments-tax/
https://openknowledge.worldbank.org/entities/publication/256e1cbc-c288-591f-a6ac-91d8338196b3
https://openknowledge.worldbank.org/entities/publication/256e1cbc-c288-591f-a6ac-91d8338196b3
https://accesson.kr/ijcon/assets/pdf/47194/ART003159391.pdf
https://accesson.kr/ijcon/assets/pdf/47194/ART003159391.pdf
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e-invoicing and early warning systems played a significant role in reducing fraud while the 
implementation of electronic payment incentives, through the TIETP policy, increased the 
transparency of transactions.22 

India’s demonetisation experience, on the other hand, not only increased the use of 
digital payments but also led to better tax administration.23 The restriction in cash flow 
compelled an increase in digital payments as individuals and firms transitioned to 
electronic methods like cards and e-wallets. This surge in traceable transactions provided 
tax authorities with better visibility into sales, leading to increased reported sales and tax 
payments as firms, aware of the electronic trail, improved compliance.

A distinct difference can be seen between the approach taken by Uganda (and many 
other African countries that have adopted DFS taxes) and that of South Korea and India. 
While South Korea and India adopted policies that acted as a means to gather data for 
taxation by increasing transparency, the focus in the Ugandan context is taxation on the 
transactions themselves. DFS taxes do generate revenue, but they do not necessarily 
serve the same primary purpose of increasing the tax net by improving the traceability of 
underlying business transactions for compliance purposes. Accordingly, the focus is not 
on leveraging data for broader tax compliance among informal actors. 

Notwithstanding the above, Uganda, South Korea and India have a commonality in their 
acknowledgement of the need for incorporating digital systems, particularly components 
of DPI, to enhance tax administration.24

DPI as a possible solution to the shadow economies in Africa

DPIs are foundational digital systems, such as digital identity, digital payments and data 
exchange platforms, that are interoperable, inclusive and designed to be accessible 
and secure.25 These systems can serve as the backbone for expanding the use of digital 
payments, enhancing financial inclusion and strengthening the state’s capacity to 
monitor and tax economic activity.  In the context of tax administration, the benefits 
of DPI can include increased taxpayer registration, enhanced data quality, reduced 
opportunities for tax evasion and improved administrative efficiency. Key components 
of DPIs in tax administration include digital identification systems and digital merchant 
payments (DMP).26 

22	 Myung Jae Sung, Rajul Awasthi and Hyung Chul Lee, “Can Tax Incentives for Electronic Payments Reduce the Shadow 
Economy? Korea’s Attempt to Reduce Underreporting in Retail Businesses” (Working Paper 7936, World Bank Group, 2017). 

23	 Satadru Das et al., “Does Going Cashless Make You Tax-Rich? Evidence from India’s Demonetization Experiment”, Journal of 
Public Economics 224 (2023). 

24	 Fabrizio Santoro, Wilson Prichard and Giulia Mascagni, “Digital IDs and Digital Payments – Opportunities and Challenges for Tax 
Administration” (Policy Brief 7, Institute of Development Studies, 2024).

25	 G20, “Annexure 1: G20 Framework for Systems of Digital Public Infrastructure”, 2023; Cecilia Emilsson and Felipe González-
Zapata, “Digital Public Infrastructure for Digital Governments” (Policy Paper 68, OECD, 2024).

26	 Santoro, Prichard and Mascagni, “Digital IDs and Digital Payments”.

https://documents1.worldbank.org/curated/en/105841483990962599/pdf/WPS7936.pdf
https://documents1.worldbank.org/curated/en/105841483990962599/pdf/WPS7936.pdf
https://pdf.sciencedirectassets.com/271705/1-s2.0-S0047272723X00073/1-s2.0-S0047272723000890/main.pdf?X-Amz-Security-Token=IQoJb3JpZ2luX2VjEIj%2F%2F%2F%2F%2F%2F%2F%2F%2F%2FwEaCXVzLWVhc3QtMSJIMEYCIQC9BUNob%2BSwuoKMX2YgMjS6XSNHTaobpUfWV7QXzjp4QQIhAMVGb%2BpomUqn2tFHJqtMhSKL29SMiH9D5I6rLtyLo8W2KrIFCEEQBRoMMDU5MDAzNTQ2ODY1IgwSaN6Vv57T3a1dWdUqjwWVoTIu4leMIRRRUxkW%2FU3EOsq9w5CVhX%2BxX5S5km773RxcCQK3nhckvFwiyaOLiFikX381k5qOjRJ9z6LMkDJJNkLnbje%2B%2FK3vl1yK8sAKiuhS5BgDJKWQsTr19WnDrQBmzkauTllZgVLFqVrYcxIunJKA0BtNzXtOTtRkX8M2NxBQDEtNJSA531KoOW1f9A9T8Z3cSWHNZfL9I%2Bwp50Jla1D6REKOEBIwParVRuRPx4AHXu5Vy1rECV3Hecve%2FTUjISWUF9FfLv4NTsApkSPndApCd67dVb9aJhUCMxAWo%2BxhOQLfMj7nUnXHWVPqc86H7f4JMaWDzG5eKp2n24R84jA9zK6%2FnxsiFfl7v%2F10ohxpC1alzKQ50nLiw8eflOLl6%2BjDGMyy7Llx8mY3vVK39j7RYPzUxfU4wbHcQocXalkDWwNGLWVZrMMowmk2HFbcPe1snjwxfW4OFoLrjQ0dz0jJYARKUWu%2BxLEDwpoXP58oNu79Ss%2FSOT%2B4GgXWTh8njRwOE6hb2yNh3F8uj5p%2FYeAXZHl5C5lZ6eeNdPMnWyVlLV5Gv3KkMI97X%2Bs9FCBM2fATmcgLEvUYFYKN5Snwasp4%2BZdda6qI948PYeDli4l4T12Guffy2dgbvSgfB6DVvGy52YpajefohygZlPqTZcx6LpAvA7zmXUpsztGchKicrb2VhxiYvRyIr1CLbdwy9HDNXLtvfDa0fQzjGraMv2XTcRrA0KFNPRQBcY5lyTlaY5Uin%2F4hDUuLphjfPYO7%2BnmH0M3sy9DOGa3mHCRtiyUP5m1pEr7WePnV9YoFKI5yPFGCjTcRmsyVWlHcc%2FCzmYtwDmZyTTQ9kxyipBeYEjfKhZHhbv3V8VOYrLSxMLTcm8EGOrABO68sl28EbVKL6hdxDq1PqKSms2QNEZZcWDqT32dXCxjWgJ4Wg70%2BZuvq4ZVm6GvQLpW7wu5Hah4t2SKfbg%2FOaYa8ZD%2BI4e1wFy3XdyYyf%2Bl3zz3ulQmu1LT00cL%2FvDhW84UkFa6fEuiK0DUtWn8sKBA%2BuNdTO7x%2FJXWwMDJ9onqe7TBD52po9%2BvjLGROSlWghhSNSnIU4vLjMVsPyNhKR9rbdsxtmqfkHH8tgnQbU5o%3D&X-Amz-Algorithm=AWS4-HMAC-SHA256&X-Amz-Date=20250516T085501Z&X-Amz-SignedHeaders=host&X-Amz-Expires=300&X-Amz-Credential=ASIAQ3PHCVTY2W7B34VY%2F20250516%2Fus-east-1%2Fs3%2Faws4_request&X-Amz-Signature=16f1c496de6b1efc4a7417d8b792c279806791c976e64d3b133fabf0d6157418&hash=346220376b2e48c2b2889f5b65b69310b276fb785c33a09707a72a295f570924&host=68042c943591013ac2b2430a89b270f6af2c76d8dfd086a07176afe7c76c2c61&pii=S0047272723000890&tid=spdf-2d31003a-4892-40a5-9a5d-7d675e2d4e83&sid=c08a0fce26d8134c871a2f66c5ea062c9491gxrqb&type=client&tsoh=d3d3LnNjaWVuY2VkaXJlY3QuY2
https://opendocs.ids.ac.uk/articles/online_resource/Digital_IDs_and_Digital_Payments_Opportunities_and_Challenges_for_Tax_Administration/26436076?file=48185032
https://opendocs.ids.ac.uk/articles/online_resource/Digital_IDs_and_Digital_Payments_Opportunities_and_Challenges_for_Tax_Administration/26436076?file=48185032
https://opendocs.ids.ac.uk/articles/online_resource/Digital_IDs_and_Digital_Payments_Opportunities_and_Challenges_for_Tax_Administration/26436076?file=48185032
https://g7g20-documents.org/fileadmin/G7G20_documents/2023/G20/India/Sherpa-Track/Digital%20Economy%20Ministers/2%20Ministers'%20Annex/G20_Digital%20Economy%20Ministers%20Meeting_Annex1_19082023.pdf
https://www.oecd.org/content/dam/oecd/en/publications/reports/2024/12/digital-public-infrastructure-for-digital-governments_11fe17d9/ff525dc8-en.pdf
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In Uganda, the integration of taxpayer identification numbers with the national ID system 
enabled the Uganda Revenue Authority (URA) to register over 350 000 informal sector 
participants by 2022. It also improved data quality and user experience.27 However, the 
initiative had limited impact on revenue collection due to a lack of automated data 
updates, weak enforcement mechanisms and legal obstacles to cross-agency data 
sharing.28 The Electronic Fiscal Receipting and Invoicing System adopted by the URA, on 
the other hand, demonstrates the power of DPI by digitising POS transactions. This has 
led to a 12% increase in VAT revenues through real-time data collection.

Comparatively, India’s DPI ecosystem, especially through the India Stack, integrates 
Aadhaar (digital ID), the Unified Payments Interface and consent-based data-sharing 
systems to create a seamless, scalable infrastructure.29 This integration supports tax 
administration by enabling real-time tracking, reduces fraud and improves compliance 
under the Goods and Services Tax regime. 

South Korea, as highlighted above, incentivised DMPs through tax rebates for electronic 
transactions, leading to a measurable improvement in retail sector compliance.

The way forward for DPI in Africa 

DPI is still a nascent opportunity in Africa, given the limited investment it has seen. DPI 
can drive DRM, as it can reduce the shadow economy by enhancing transparency. Robust 
DPI governance, with inherent trust mechanisms and privacy-preserving architectures, 
is crucial for mitigating mistrust and fostering inclusion, especially in extensive informal 
sectors. However, realising this potential is premised on having the required capacity to 
design and deploy DPIs in multiple-use cases, as well as coherent policies that integrate 
DPI deployment in tax reform, capacity building and inclusive economic planning.

The AU Data Policy Framework, building on regional instruments such as the Digital 
Transformation Strategy for Africa 2020–203030 and the African Continental Free Trade 
Area, emphasises the importance of interoperability in national integrated data systems. 
Such interoperability, achieved through common standards, data classifications and 
secure data-sharing protocols, can facilitate real-time transaction monitoring and 
seamless integration of digital payment systems. Considerable progress has been 
made regarding interoperability in DFS on the continent, especially around mobile 
money and regional payment systems (for example, the Pan-African Payment and 
Settlements System and SADC Real-Time Gross Settlement system). However, there is 
still fragmentation across mobile platforms and high transaction costs. When applied 

27	 Amos Sanday and Alice Nalweera, “Leveraging Digital Public Infrastructure to Enhance Uganda’s Tax Revenue Potential”, IMF 
Public Financial Management (blog), April 21, 2025. 

28	 Santoro, Prichard and Mascagni, “Digital IDs and Digital Payments”.
29	 UNDP, The DPI Approach: A Playbook, Policy Research Report (UNDP, 2023).
30	 AU, The Digital Transformation Strategy for Africa (2020–2030) (AU, 2020).

https://indiastack.org/
https://au.int/en/african-continental-free-trade-area
https://au.int/en/african-continental-free-trade-area
https://papss.com/
https://papss.com/
https://www.resbank.co.za/content/dam/sarb/what-we-do/payments-and-settlements/settlement-services/SADC-RTGS%20Newsletter_Issue%201.pdf
https://blog-pfm.imf.org/en/pfmblog/2025/04/leveraging-digital-public-infrastructure-to-enhance
https://www.undp.org/publications/dpi-approach-playbook
https://au.int/sites/default/files/documents/38507-doc-dts-english.pdf
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to taxation,31 such systems enable governments to track economic activities more 
effectively, even those traditionally hidden within the shadow economy. Used optimally, 
interoperable digital payment platforms allow for greater visibility in informal transactions, 
enabling VAT to be embedded at the point of sale and reducing under-reporting. 
Combined with real-time data analytics, tax authorities can pre-fill VAT returns, conduct 
risk-based audits and implement simplified registration schemes that lower compliance 
burdens for small traders. Importantly, digital identity frameworks integrated into DPI 
systems support accurate taxpayer identification and linkage of transactions to individuals 
and enterprises. 

Although Uganda’s deployment of DPI has enhanced tax collection, especially from 
the informal sector, its experience highlights a few considerations from which African 
countries can learn.32 Successful ID–tax integration requires strong political commitment 
and coordinated inter-agency efforts. Uganda’s fragmented institutional landscape and 
potential politicisation of ID systems raise concerns about equitable implementation and 
long-term sustainability. Despite improved tax-data use, Uganda lacks comprehensive 
legal safeguards for data privacy and inter-agency data sharing. Lessons from Nigeria33 
and India stress the importance of privacy-by-design and clear regulatory oversight to 
avoid misuse and public distrust. Foundational ID systems risk excluding vulnerable 
populations, especially rural, low-income and undocumented individuals, who face 
barriers to registration. Without inclusive measures, digital systems may deepen existing 
inequalities in access to public services and taxation. Technical constraints, including 
vendor-dependent ID systems, limit Uganda’s ability to scale and integrate data 
effectively. These elements are critical to ensuring that digital reforms promote equity, 
accountability and public trust.

While most African countries have yet to prioritise DPI development, this lag offers a 
strategic window to build fit-for-purpose systems grounded in resource mobilisation 
principles. By first addressing demand-side constraints such as limited digital skills,  
device affordability and data costs, countries can ensure inclusive uptake of DPI in the 
shadow economy. 

31	 Damilola Joseph, Domnan Miri and Walter Mswaka, “Digital Technology Affordance and Constraints in Informal Economies”, 
Journal of Small Business and Enterprise Development (March 2025). 

32	 Fabrizio Santoro, Moyo Arewa and Celeste Scarpini, “Identity Issues: Four Challenges for Digital IDs in Africa’s Tax Systems”, 
International Centre for Tax and Development (blog), November 17, 2022. 

33	 Gbenga Ayodele Falana et al., “Digital Tax Administration and Tax Compliance in Nigeria Informal Sector”, Economy, Business & 
Development 5, no. 2 (2024): 32.

https://www.emerald.com/insight/content/doi/10.1108/jsbed-10-2023-0480/full/pdf
https://www.ictd.ac/blog/identity-issues-four-challenges-digital-ids-africa-tax-systems/
https://www.econstor.eu/bitstream/10419/314353/1/ebd00020.pdf
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Recommendations (extended)
South Africa’s 2025 G20 presidency offers a unique opportunity to advance the DPI 
agenda, building on the robust regulatory frameworks championed by the Indian 
and Brazilian presidencies. These frameworks are crucial for building trust in digital 
systems through privacy, competition and equitable access, especially vital in contexts 
of historical mistrust and exclusion. DPI, if designed for openness, interoperability and 
accountability, can be a cornerstone of equitable and effective digital transformation in 
African tax systems. To adequately enhance DRM through DPI in Africa, the following 
recommendations are made.

DPI in Africa should be pursued as a multi-layered ecosystem

DPI should not be viewed as just a technology fix. As Uganda’s experience shows, 
increasing registrations without parallel investments in enforcement and data use 
has limited fiscal impact. One of the deliverables under the G20 Digital Economy 
Working Group in 2025 is to develop DPI blueprints that reflect regional context for 
the development of sector-specific DPIs. In the context of tax administration, countries 
must be encouraged to adopt legislation and institutional reforms that permit real-time, 
consent-based data exchange among revenue authorities, ID registries and payment 
service providers. 

South Africa must advocate for an ‘Africa stack’

Open APIs and modular, reusable technology stacks, as used in India, should be 
embraced to encourage private sector participation and rapid deployment across 
use cases. South Africa, through its G20 presidency, can leverage the G20 to foster 
collaboration and mobilise resources to accelerate the development of contextually 
relevant and impactful DPI.

African tax authorities should prioritise strategic compliance targeting

While smaller-scale, unregistered vendors are an integral part of the informal economy 
and may benefit from the financial inclusion opportunities presented by digital payment 
systems, they should not necessarily be the primary focus of efforts to recover lost tax 
revenue. National governments should therefore ensure that tax interventions aimed 
at the informal sector prioritise otherwise registered actors operating informally. These 
include those in the professional services sector, construction firms and small businesses 
with higher earning potential that deliberately circumvent compliance despite having the 
capacity to formalise. 
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African governments must adopt a holistic approach to the  
shadow economy

This approach acknowledges the interplay between digital systems, the challenges of 
corruption and the importance of incentivising tax compliance. South Korea’s experience 
demonstrates the value of this integrated perspective. Its successful transition to a 
digital tax administration was characterised by the phased implementation of ICT 
infrastructure, coupled with legal frameworks, inter-agency cooperation and a focus on 
user convenience.

The G20, alongside the AU, should host peer learning workshops on 
best practices of DPIs 

This should include stakeholders from the G20 and across the continent to share 
experiences, build collective knowledge and address capacity challenges. India and  
South Korea, as members of the G20, can be partners in this regard.  
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