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___________________________________________________________________________________________________________________________

The current tax law establishing income in Rwanda commonly referred to as the income tax law, in line with the ministry 

of trade and industry SME development policy provides for a preferential tax rate to be applied to different taxpayers 

on the basis of annual turnover, however this provision does not apply to liberal professions, Sepcioza examines the 

constitutionality of the exception.  

The new income tax law N◦ 016/2018 has been gazetted 
repealing Law no 16/2005 of 18/08/2005 on direct income tax 
and all prior legal provisions, including the Commissioner 
General’s rules and Ministerial orders contrary to this law.1  

The law has undergone a number of amendments and this 
article discusses the new tax rates applicable to the various 
categories of businesses in Rwanda.  

Tax rates under the new income tax law Article 9 to 13 set out 
the provisions on personal income tax. It is under this provision 
that personal income tax is defined to include; employment, 
business activities, investment, capital gains income, use, sale, 
lease or free transfer of an immovable property allocated to the 

                                                      
1 The new law on direct income tax came into force on 13/4/2018.  

business; use, sale, lease or free transfer of movable property 
allocated to the business. The law provides under the above 
provisions different tax rates for small enterprises and micro 
enterprises from other businesses. A small enterprise/business 
is defined in the law as business activities which result into a 
turnover ranging between twelve million and one Rwandan 
francs (Frw 12,000,001) and twenty million Rwandan francs 
(Frw 20,000,000) per each tax period; while micro-enterprises 
are defined as business activities which result into a turnover 
equal to or of less than twelve million (Frw 12,000,000) 
Rwandan francs  per each tax period.  

 



  

 

 

 

In line with the ministry of trade and industry SME 
Development Policy (2010), the income tax law provides for the 
flat rate of 3% for small business. The rationale for this can be 
found in the ministry of trade and industry national industrial 
policy (2011), which has one of its listed objectives a creating an 
enabling environment for Rwanda’s industrialization.  

SME’s currently make up2 approximately 97.8% of the private 
sector and account for 36% of private sector employment.  
Given their importance as part of the Rwandan larger economy, 
it is understandable why the government may want to provide 
SMEs with a preferred reduced tax rate. The reduced tax rate 
can be gauged from an interpretation of the law and 
government policy to be based on income levels in an effort to 
promote the spirit of entrepreneurship and increased 
employment opportunities, however, article 12 of the current 
tax law specifically excludes “liberal professions” from being 
taxed under the lump sum tax regime of 3% of the annual 
turnover.  Indeed, under the repealed income tax law, all 
businesses that made a turnover of less than Fifty million 
Rwandese Francs (50,000,000Rwf) were subject to a flat rate tax 
of 3% of the turnover.  

 

                                                      
2 https://fortuneofafrica.com/rwanda/micro-small-medium-enterprises-in-
rwanda/, last accessed on the 19th of November 2019.  

 

 

The new law excludes liberal professions from this regime and 
they will now be taxed under the real regime irrespective of the 
turnover.  

A number of amendments have been made to this law and the 
issue of liberal profession has been greatly star marked as being 
discriminative to some professions.                

For purposes of this article, we shall limit this analysis to the 
question of whether the new law imposes an undue burden on 
a group of people. 

A liberal profession is defined as; “Profession exercised on the 
basis of special skills and these include Lawyers, notaries, 
engineers, doctors, dentists, accountants, amongst others and 
their activities are regulated by national governments and or 
professional bodies. 

 

 

 

 

 



  

 

 

 

Assessing the reasonableness of article 12 of income tax law 
no 016/2018 

Clause 12 para. 2 of the law no. 016/2018 on income tax 
provides that: “…However, small enterprises must pay a lump 
sum tax of three percent (3%) on annual turnover”. Para. 4 of 
the same articles further provides that: “…… Micro-enterprises 
following their annual turnover must pay the flat amount of tax 
……” This provision categorizes taxable income and income 
rates payable depending on the category. Evidently, the law 
assumes a lump sum tax or flat amount of tax depending on the 
annual turnover and the tax payable in real regime. Despite the 
two classifications made under clause, the category of lump 
sum precludes persons who exercise liberal professions.   

To some people, the rationale of this categorization is 
questionable and susceptible to arbitrary in its application. 
Actually, the provision is deemed to be broad and has resulted 
in inconsistencies and subjectivity in application by the 
enforcing agents. This being cited, we also note that this 
inconsistence introduces certain inequalities within vocations. 

 

 

                                                      
3 Income Tax Alert of April 2018 by PWC as accessed on their website: 
www.pwc.com/rw.  

 

 

In some tax jurisdictions, the term “liberal profession” is 
defined to mean a person who is often subject to a code of ethics 
and specific legislation regarding professional conduct and is 
personally liable for his professional deeds.”3  The definition 
normally captures book keepers, accountants, company 
auditors, tax consultants, architects, land surveyors, interior 
designers, real-estate agents, lawyers and legal advisors, public 
notaries, bailiffs, doctors, specialist doctors, dentists, etc. 
Indeed, by placing a restriction on the people that can benefit 
from the reduced tax rate can be argued to be a form of 
discriminatory legislative practices, which in turn amount to a 
limitation on a given group’s right to equal treatment before the 
law and protection from discrimination.   

Besides, the criteria of ‘liberal professionals’ not based on 
income levels is  deemed unreasonable, unfair and fails to 
achieve any legitimate purpose while distinctly excluding a 
select group of individuals.  

 

 

 

 



  

 

 

 

This sort of treatment may amount to unfavourable treatment 
and as such unfair discrimination in contradiction with article 
15 and 16 of the Rwandan constitution as amended to date. 

Another issue with the income law – particularly clause 12 is 
the unconstitutionality aspect on the basis that it seeks to 
discriminate against liberal professions.  

While discrimination in itself is not particularly 
unconstitutional if it seeks to achieve a legitimate purpose, this 
article asserts that what is unconstitutional is when the 
discrimination is unfair. The prohibition against discrimination 
is not an absolute right but involves differentiation in the 
absence of a reasonable and objective justification. Li Weiwei, 
states “that equality and non-discrimination are positive and 
negative statements of the same principle. In other words, 
equality means the absence of discrimination, and upholding 
the principle of non-discrimination between groups will 
produce equality”.4 

Furthermore, paragraph 4 of the same provision states that, 
“without prejudice to the right to be governed by the real profit 
tax regime, the activities of road transport of persons and goods 
shall be imposed a flat amount of tax.”  

 

                                                      
4 Li Weiwei, Equality and Non-Discrimination Under International Human Rights 
Law, 2004, Research notes 03/2004  

 

 

Upon analysis of this provision, you will notice that paragraph 
2 and 4 of this Article are not applicable to any persons who 
exercise a liberal profession which therefore we think is 
inconsistence and an act of discrimination to Article 16 of the 
Rwandan constitution as amended to date that emphasizes and 
recognizes equality of all persons before the law. 

With that in mind one can make the argument that a 
progressive tax system is discriminatory but not unfairly so, as 
it is meant to generate higher revenue for the state and is in the 
spirit of ensuring that taxpayers can afford to shoulder the tax 
burden while correcting for market failures in an effort to re-
distribute income and lower the income inequality gap. 

“Give them room to grow first. Governments need to support 
them. In my 10-year period as a finance minister, we are obsessed 
with attracting foreign direct investments (FDIs) and large 
corporations.  

But we tend to forget that the vast majority of enterprises 

generating jobs in our economies are SMEs. And these, therefore, 

have specific requirements in terms of macro-policy,”   

Youssef Boutros-Ghali, a former Egyptian finance minister 
and former chair of the International Monetary and 
Financial Committee.  



  

 

 

 

Conclusion  

The Government of Rwanda is currently promoting service and 
knowledge based economy and a professionalized workforce 
that is much envied and desired in the region.  The question is, 
is this the right time to exclude these professions from the 
category of small and medium enterprises? (“SME”). In our 
view, the amended provision was self-regulating in that if such 
businesses reached the Fifty Million (Rwf 50,000,000) million 
threshold, they would have automatically graduated to the real 
tax regime.  

 

 

 

 

 

 

The provisions of Law No. 016/2018, repealing Law No. 
16/2005 on direct income tax may not receive a receptive 
welcome as some may find it discriminatory and inconsistence 
with Article 16 of the constitution of the republic of Rwanda as 
amended to date. In addition, the law makers seem to have 
missed the clarity on what constitutes or means by special skills 
rendered by some professions. By the virtual of creating 
categories for the basis of tax rates in liberal profession suggests 
a serious omission that questions both the rational and criteria 
used in the development of categories. 
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