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. The Kampala Capital City Authority (KCCA) has been highly successful
at raising own-source revenue from property rates. Annual revenues more than
doubled over 2018-2024, from UGX 24 to 58 billion. Yet an estimated 37% of

total annual liability was uncollected in 2024.

. Revenues have typically come from properties in Central Division that
have a commercial use or a high value, but the remaining potential revenue lies
in lower-value, more residential, and more peripheral properties, which are

harder to collect from.

. The KCCA recently introduced a ‘rate bands’ policy that lowered the tax
rate from 6% to 4% on eligible properties valued below UGX 5 million.
Surprisingly, the discount had negligible effects on compliance, cutting revenue

from discounted properties by 20% and overall revenue by 1.9%.

. The KCCA recently revalued properties and facilitated appeals. Both
processes appear to have increased regressivity: revaluations raised values by
20-40% on average, but by 50-100% for the bottom third, while court appeals

lowered values, particularly for higher-valued properties.
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Policy motivation

Property tax in Kampala is the largest contributor to the city’s own-source
revenues, accounting for about 31% of the KCCA'’s revenue in 2007/2008. It
finances essential services such as road maintenance, waste management,
and street lighting. Since 2019, the KCCA has carried out several administrative
improvements, which included an updated and expanded valuation roll of
rateable properties. These changes have strengthened its billing capacity,

helped to widen the tax base, and increased property tax revenues.

Yet compliance remains low, as only around 63% of potential annual revenue
was collected in 2023/24. Most of the unpaid revenue is from low-value
residential properties. This is apparent in Figure 2, which displays the potential
and actual revenue breakdown by rateable value. Here we see that the majority
of remaining potential revenue (about UGX 14 billion) comes from properties
valued at less than UGX 5 million, a group that has seen very little improvement
in revenue collection over the past five years. These properties pose new
challenges for tax collection since they are more numerous and located in

peripheral areas.

Figure 1: Potential revenue breakdowns by rateable value and fiscal year

35

. FrE019/20 mm Frz022/23
10 Frz0z0/21 e FrI023/24
= = Fr2021/22
(%]
=
w25
2
S 20
w
3
=
@15 a3
I 6 1
u 8 2022
= 1.
B g | 16151514 14 5 4 || []
=}
7
o g7 3 8
= 9 9 12
£ 5 " 10

R 0-5Mn Rv 5-10Mn Rw 10-30Mn Rv 30-200Mn R 200Mn+

This figure plots the potential tax revenue and the actual amount paid each financial year
broken into divisions of rateable value.

In 2021, the KCCA introduced a rate bands policy to encourage payments from
lower-value properties and improve vertical equity. This policy lowered the tax
rate from 6% to 4% for eligible properties valued below UGX 5 million. Around
the same time, the first large revaluation since the tax base expansion and
subsequent valuation court appeals reshaped assessed values. Thus,
understanding the effects of these policy changes is essential for assessing

Kampala’s current property tax performance.
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Overview of the research

Our research examines Kampala’s property tax system broadly, focusing on
property tax compliance and revenue trends. We then focus on how the 2021

rate bands policy and the 2023 revaluation of property have changed them.

We use administrative data from the KCCA eCitie system, which includes
payment records and property rates bills, matched through property-level
identifiers. This allows the construction of a balanced sample of properties that

appear in all billing years, which is the primary sample used in this study.

Exploiting the difference in tax rate for properties below and above the UGX 5
million threshold, we use regression discontinuity design (RDD) to study the
effect of reduced property tax on compliance and property tax revenues. This
approach evaluates whether lowering tax liabilities by one-third affected the
likelihood of compliance and tax revenue collected. In practice, RDD compares
properties just below the UGX 5 million rateable value cut-off with those just
above it. These properties are very similar in all aspects except for the tax rate
they have to pay, which isolates the effect of the reduced rate. The robustness
of the methodology is checked by running the same estimation in pre-policy

years as a placebo test.

To analyse the role of revaluations and appeals, the research uses valuation
court records for Kampala’s Central Division, which store the pre- and post-
court assessments. This data allows us to study how assessment changes,

which properties appealed, and the resulting distributional implications.

Thus, this research addresses the central challenge of KCCA property taxation
by understating the compliance behaviour, tax revenue implications, and

distributional impact of recent reforms.

Key findings

KCCA annual property tax revenues more than doubled from 2019 to 2023,
reaching around UGX 58 billion annually. However, the compliance rate
increased only modestly, rising from 12.7% to 14.1%, while 78% of properties
have never made a payment. Most gains came from properties in central
locations, commercial properties, and the highest-value properties. The
remaining potential revenue of about UGX 24 billion relates primarily to low-

value residential and peripheral properties.

The lower tax rate did not raise compliance and therefore lowered revenue. The
rate bands policy lowered the tax rate from 6% to 4% for properties below UGX
5 million. Despite this substantial decline, the rate cut led to no detectable
change in the propensity to make a payment. This is notable since several other

studies in other settings (for example, Mexico, Argentina, Brazil, and the D.R.



Congo) have found that cutting the tax rate brings new payers into compliance.

In the Kampala setting, this behavioural response appears to be near zero.

Since there was no increase in compliance, when the rate went down to 4%,
the total amount paid fell. We estimate that the policy reduced the tax revenue
by about 19% among eligible properties. Aggregating this effect across all
properties below the UGX 5 million cut-off, total property tax revenue over the
first three years of the policy was about UGX 1.8 billion, or 1.9%, lower than it
would have been in the absence of the rate bands policy. This result is the
product of two potential forces pushing in opposite directions: reduction in
liabilities for those who pay and an increase in the number of payers. Since the

latter effect was not present in Kampala, the first one drove the results.

Revaluation increased low-value property the most. Figure 2 shows how
revaluations differed for different parts of the distribution, depending on their
initial value. On average, property values increased by 20-40%, but for the

bottom third of the property values, the increase was 50-100%.

A disproportionate increase in the assessed value of lower-valued properties
disproportionately increased their tax burden. This could be because these low-
value properties appreciated in value the most since their previous valuation, or
because the revaluation process was biased. Further research is required to
disentangle the two. On top of that, court attendance was highly skewed: the
average appearance rate was 3%, while properties in the top two percent by

initial value appeared at a rate above 20%.

Figure 2: How much values rose after 2023 revaluation
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Rateable Value pre-2023

This figure plots distributions of properties in the Central Division based on their
revaluation in 2023/24. For ease of visualisation, we drop the bottom 1% and top 1% of
properties. We plot a bin scatter for 20 quantiles. Properties that were added only in
2023/24 are dropped.
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Valuation courts reduced values mainly for the richer properties. Court
outcomes overwhelmingly reduced values, commonly by 20%. However, the
most highly valued properties were much more likely to make an appeal than
those with initially lower values. Combining the selection of properties into the
appeals process and the results of appeals, assessments were reduced by just
less than 2% for the bottom 90 percent but by almost 6% for those in the top

two percent.

Policy implication

Further research is required to better understand why this policy did not
improve compliance despite lowering the tax rate by one-third. One
potential factor is a lack of communication with (potential) taxpayers. In
particular, we found a mismatch between the implementation and the official
eligibility rules for the discounted rate. While the 5mn cutoff was strictly adhered
to, the eligibility based on property use and multiple ownership did not always
hold. Many commercial (officially ineligible) properties ended up paying the
discounted 4%. Even among eligible property owners, around a quarter of
payers continued to pay at the full 6% tax rate after the policy was

implemented.

Figure 3 highlights this discrepancy. In the panel on the left, before the policy
was implemented, essentially all properties of all values paid the full rate of 6%
(red dots), and none paid the discounted rate of 4% (blue). In the panel on the
right, after the policy was implemented, the same remains true for properties
above UGX 5 million, but below the 5 million cut-off, only around two-thirds of
properties start paying the discounted 4% rate, and a third continue paying the
full 6% rate. Perhaps improved communication would increase responsiveness

to reductions in the policy tax rate, though future research here is warranted.

Figure 3: Share paying 6% or 4% effective rates

Fiscal year 2020/21 (pre-policy) Fiscal year 2021/22 (post-policy)
11 cegen A~ 1
2 W - o 2
s 5
; 8 2 8
w o
g & .GE! 6 Q“f:‘?ﬂ -TO = ‘el _O
= 2 o O [e)]
- <
2 4 2 4
g g _Oq
2 g
e 2 @ 2
[ o
£ F=
W . . o w -
R e e e e o i T ™ e s = - — 0 00000 —Ge—-oe
0 2 4 ] 8 10 0 2 4 5] 8 10
Rateable Value of property (mn UGX) Rateable Value of property (mn UGX)

The figure shows the share of always-paying properties paying 4% or 6% before and
after the rate bands policy change. Each point is weighted by the number of properties.

We offer suggestive policy recommendations that might improve the tax

compliance and regressive outcomes.
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Target lower-value, residential, and peripheral properties. The
KCCA will need to target these property types to continue raising
revenues. Suggested actions include targeted compliance strategies,
field research to understand delinquency, and sensitisation campaigns
to better communicate property rates policies.

Align practice and policy in rate bands implementation. The report
recommends investing in aligning practice and policy by updating eCitie
and communications so eligibility and rate-band rules are applied
consistently.

Improve access to valuation courts for low-value properties. To
reduce regressivity, the report suggests improving attendance of lower-
value properties at valuation court, which could be achieved by lowering
barriers, such as posting draft valuations online, SMS communication,
or extending the 30-day objection period.
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