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Research ICT Africa

Research ICT Africa (RIA) is an information and communication technology (ICT) policy and regulation research
network based in Cape Town, South Africa, under the directorship of Dr. Alison Gillwald. As a public interest think tank,
RIAfills a strategic gap in the development of a sustainable information society and knowledge economy. The network
builds the ICT policy and regulatory research capacity needed to inform effective ICT governance in Africa. RIA was
launched a decade ago and has extended its activities through national, regional and continental partnerships. The
network emanates from the growing demand for data and analysis necessary for appropriate but visionary policy
required to catapult the continent into the information age. Through development of its research network, RIA seeks
to build an African knowledge base in support of sound ICT policy and regulatory design, transparent implementation
processes, and monitoring and review of policy and regulatory developments on the continent. The research, arising
from a public interest agenda, is made available in the public domain, and individuals and entities from the public
sector, private sector and civil society are encouraged to use it for purposes of teaching and further research or to
enable them to participate more effectively in national, regional and global ICT policymaking and governance.
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Executive summary

The analysis in this RIA Uganda Sector Performance Review (SPR) is based on the 2012 Research ICT Africa (RIA)
Household and Individual ICT Access and Use Survey for Uganda, which delivered nationally representative results for
households and individuals by using enumeration areas prepared by the Uganda Bureau of Statistics (UBOS) combined
with suitable sample design.’

Uganda'’s information and communication technology (ICT) sector has continued to grow over the last few years, driven
especially by demand for both mobile voice and mobile internet services, with the ICT sector contributing 6% of the
national GDP in 2010. However, despite this growth, Uganda has the second poorest Networked Readiness Index (NRI)
score among the countries surveyed by RIA in 2012, ahead of only Cameroon.

The most significant recent development in Uganda’s ICT sector was the announcement in 2010 of the merger of
the two regulators, the Uganda Communications Commission (UCC) and the Broadcasting Council (BC), to form one
regulatory body, still called the Uganda Communications Commission (UCC). This merger was politically motivated and
made via a Cabinet decision without Parliamentary input. Only in 2012 was the Uganda Communications Regulatory
Authority Bill published as a draft law to consolidate the Uganda Communications Act and Electronic Media Act and
provide for the merged regulator.?

Otherimportantrecent sector developments include the National Information Technology Authority Uganda Act of 2009,
which established the National Information Technology Authority-Uganda (NITA-U); the revised Rural Communications
Development Policy of 2009; the Regulation of the Interception of Communications Act of 2010 and Instrument of 2011
(which provide for the registration of all mobile telephony SIM cards); and the Draft Telecommunications Policy of 2012.

The number of licensed operators has not changed significantly over the last few years. MTN Uganda is the strongest
player with its large market share in mobile provision, while other major players are Airtel Uganda, Warid Telecom,
Orange Uganda, and Uganda Telecom. Fierce competition in mobile voice services has driven tariffs down to the point
of eliminating price differentials between on-net and off-net calls. However, Uganda is still poorly ranked in Africa in
terms of mobile voice cost, and its interconnection rate is still higher than in neighbouring Kenya and Tanzania.

During the 2010-11 period, the number of Ugandan mobile subscribers increased by a record 4.37million to a total
of 16.7million. (The size of Uganda’s jump in active mobile SIM ownership since the previous RIA Survey in 2008 was
second only to Kenya's.) This jump has been ascribed to declining tariffs, sale of airtime in units as small as US$0.02, lower
costs of handsets (approaching US$10 per unit) and the increasing penetration of mobile money. The 2012 RIA Uganda
Survey revealed, however, that there are only about 8million phones in use in the country, with over Tmillion subscribers
not owning a phone handset and merely owning only a SIM or multiple SIMs.

Access to the internet has improved, with Uganda having an estimated 4.8million internet users as of December 2011 —
due to some extent to the lowering of prices since the landing of new fibre optic undersea cables on the east coast of
Africa. Retail internet charges have not, however, dropped as much as would have been expected given the new fibre
access because there is no effective backhaul competition. Individual internet access takes place predominantly via
mobile telephony platforms, and access to computers remains very limited at only 4.8%.

1 See RIA (2012) for more on the RIA Survey Methodology.
2 The merger will only be fully legal in early 2013 with the promulgation of the expected new Uganda Communications Act.
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The perceived level of effectiveness of Uganda's regulatory environment, historically evaluated as one of the best on the
continent, has steadily declined. The converging of the two regulators without an enabling law would appear to have
had a significant underlying negative effect on perceptions of regulatory effectiveness during the period surveyed. In
the absence of a clear guiding law between 2010 and 2012 on the mandate of the converged regulator, a measure of
regulatory paralysis was inevitable. With the necessary legislation now passed by Parliament (and set to become effective
in early 2013 via the new Uganda Communications Act), the UCC has an opportunity to re-stabilise the sector.

The key emerging trends identified in this SPR include:

e the impending demise of the use of shared public payphones, due to the cheapness of handsets, the low mobile
service costs, and the availability of low denominations of airtime;

® dominance of mobile internet access due to the availability of internet-enabled mobile handsets/devices as well
as competitive data packages tailored to all levels of users; and

e growth in mobile financial services, including mobile bill payments and international money transfers.

This SPR offers the following recommendations for how Ugandan ICT policymakers can ensure that, in the near
future, a significant majority of Ugandans has access to affordable ICT services and the sector plays an even greater
role in the economy:

e Regulatory emphasis must shift from attracting investment to ensuring better coverage and better quality of
service (QoS), including regulation via effective use of QoS penalties.

e The UCC must develop new approaches to ensuring greater inclusion in the benefits of ICT sector growth,
through re-visiting universal service obligation (USO) targets and strategies.

e Trade tariffs in Uganda are among the highest in the region. At the policy level, telecommunications should be
seen as a business input, and there should be a shift from taxing inputs to taxing outputs. In addition to this,
mobile phones and similar devices need to be re-categorised as computing devices so that taxes on them can be
eliminated. At the regulatory level, the UCC needs to carry out analysis to ensure that trade tariffs are cost-based.

e Government, the UCC, and the new NITA-U must anticipate emerging realities and position themselves in the
market in such a way that the growth of new services is facilitated and promoted. In some service areas, such as
mobile money, regulation is increasingly multi-sector, requiring various state entities to collaborate in oversight.

e Uganda remains acutely short of policies and initiatives aimed at enabling mass ownership of connected devices,
and there is also a shortage of coordinated efforts to exploit ICT sector opportunities. The national exploitation of
ICT can no longer be addressed solely by the ICT line Ministry (the Ministry of Information and Communications
Technology (MOICT)) and its associated entities (including the UCC). Ministries responsible for health, education,
agriculture, and trade, for example, need to work with the MOICT to address matters such as e-health, m-health,
e-education, m-education, e-commerce, m-commerce, and e-support services for agriculture.

e Anentrepreneurial culture is developing around the Ugandan mobile telephony market. An environment needs
to be created in which operators are given incentives to open up their platforms to innovation, so that young
entrepreneurs are able to start new businesses around existing mobile systems. Both the UCC and NITA-U have
roles to play in this respect.
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Understanding what is happening in ICT in Uganda

Introduction

Uganda’s ICT sector has continued to grow over the last few years, despite the global economic slowdown, thanks
to the increasing demand for both mobile voice and mobile internet services. However, amongst the countries that
participated in the 2012 round of RIA ICT Surveys, Uganda has the second-poorest Networked Readiness Index
(NRI) score, ahead of only Cameroon (as shown in Table 1). The NRI is a combination of how favourable the country’s
environment s for ICT development and diffusion (environment ranking); the ability to use, and interest in using, ICTs by
individuals, businesses, and the government (readiness); and the actual use of ICTs. According to the World Economic
Forum (WEF), which produces the NRI scores, Uganda’s political and regulatory environment is excellent, but its market
and infrastructural environments are poor. In terms of both readiness and use, the WEF sees the Ugandan government
as doing satisfactorily; but businesses are slightly behind, while individuals are seen as still lagging, reflecting potential
room for growth in terms of demand for ICT services (WEF, 2011).

Table 1: WEF data on 10 RIA study countries

91 74 93 97 84 112 101

111

125 113 129

126 128 124

_ 99 82 80 108 116 102 112
_ 81 99 55 88 65 67 104
_ 106 113 87 107 92 96 125
_ 82 56 71 109 129 90 107
_ 104 105 108 99 123 81 92
_ 61 38 79 83 76 52 95
_ 118 104 124 125 117 120 127
_ 107 102 105 118 109 111 121

Source: WEF (2011)

Other than Kenya (at 34.7%), Uganda reflected the highest jump (32.9%), since the previous 2008 RIA Survey, in mobile
phone or active SIM ownership among RIA Survey respondents, as indicated in Figure 1. It was found that 53.6% of all
respondents in the 2012 RIA Survey reported owning a mobile phone or active SIM card, a percentage that tallies with
the teledensity rate of 52.1 as reported by the regulator the Uganda Communications Commission (UCC) (UCC, 2012).
(It should be noted that while the 2008 Survey used 16 years of age as the cut-off age for defining adult respondents,
the 2012 Survey lowered this to 15 years of age: this distorts comparisons to some extent but not sufficiently to negate
the generalised observations that emerge.)

The number of licensed operators has not significantly changed over the last few years, but increasing competition
amongst operators and growing demand have helped pull down the cost of most ICT services. Prices between on-net
and off-net traffic have converged, resulting in operators struggling to differentiate their offerings and maintain loyal
customer bases.
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Daily internet use has grown, as shown in Figure 2, and this increase can be attributed to some extent to better
connectivity as a result of the landing of more undersea cables at the East African coast — though the resulting retail
price drops have not been as significant as anticipated. Internet use is also increasingly mobile because more users
now have internet-capable handsets and other mobile devices allowing internet connectivity.
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Figure 1: Mobile phone or active SIM ownership in RIA countries
Source: RIA ICT Survey data 2011-12, 2007-08
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Figure 2: Daily internet use among internet users in RIA countries
Source: RIAICT Survey data 2011-12, 2007-08
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Main sector developments

Probably the biggest development in the ICT sector since the 2008 RIA Survey has been the merger of the
telecommunications sector regulator (the UCC) with the broadcast sector regulator, the Broadcasting Council (BC), to
form a single regulatory body, still called the Uganda Communications Commission (UCC). Previously, broadcasting
licensees would apply for spectrum from the UCC and be licensed to operate by the BC. While the merger was aimed
at increasing efficiency, it has brought new challenges to the UCC, which now has to regulate matters of content
(Balancing Act, 2011).

The merger also generated regulatory ineffectiveness in that it was implemented under political pressure, via a
Cabinet decision, without a law to support it. The Bill (the Uganda Communications Regulation Authority Bill of 2012)
for a law to merge the authority, via consolidation of the Uganda Communications Act and the Electronic Media Act,
was only tabled in Parliament in 2012 and passed into law as the Uganda Communications Act in late 2012 (effective
early 2013).

Another significant development in the sector since the previous RIA ICT Survey has been the UCC's decision to
mandate operators to register all existing SIM cards (and new SIMs before activation) on their networks by March
2013, in terms of the Regulation of Interception of Communications Act of 2010. The Act provides for the registration
of existing SIM cards, and the regulator has said that it will require operators to disable all SIMs not registered by the
specified cut-off date of 1 March 2013. In the same vein, the UCC has said it will disable all mobile phones without IMEI
numbers (referred to as “fake phones”and presumed to be counterfeits), in response to the local market being flooded
with such phones from Kenya. However, the UCC has yet to follow through on this threat unlike its Kenyan counterpart
the Communications Commission of Kenya (CCK) (Sudi, 2012).

Use of shared infrastructure amongst operators has gained prominence due to increased competition. In addition
to leveraging the National Data Transmission Backbone Infrastructure (NBI) that is operational in some parts of the
country — under the auspices of the National Information Technology Authority-Uganda (NITA-U) — operators are now
spinning off their infrastructural assets as a way of minimising operational costs (NITA-U, n.d). MTN Uganda was the
first to take such a step when it signed a joint venture with American Tower Corporation (ATC), which now owns all of
MTN'’s tower sites in Uganda and hopes to sign on other operators for shared use (MTN Uganda, 2011). Orange Uganda
then indicated its intention to sell its tower sites to Eaton Towers in 2012. These moves are motivated by operator
efforts to cut costs and boost competitiveness, providing the nucleus for an independent infrastructure industry in the
country (a growing trend in African states).

1 The regulatory merger will become legally formalised in early 2013 with the expected new Uganda Communications Act
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ICT sector overview

Policy, legal, and institutional arrangements

Uganda has a new Draft Telecommunications Policy document of 2012 (MOICT, 2012), which is intended to coordinate
and harmonise the disparate ICT efforts and policies across different government departments. The Ministry of
Information and Communications Technology (MOICT), set up in 2006, provides oversight for the whole sector and
spearheads policy formulation to support national development.

Based on a Cabinet decision taken in 2010 (as mentioned above), the regulator UCC was merged with the broadcast
regulator BC to form one oversight body that is still called the UCC. Unfortunately, this merger was initiated purely
under ministerial pressure in the absence of a convergence policy or enabling law. The merger thus reduced
regulatory predictability in the sector and created confusion in the market: technically, the reconstituted UCC had
no legal standing throughout the period covered by this SPR. Indeed, the UCC had to operate for a period without
a formally constituted Commission because there was no clear framework for appointing Commissioners after the
political decision to merge was taken. The merger also brought challenges to the hitherto telecommunications-
focussed regulator, which now had to take on activities such as broadcast content regulation. The new law
introduced to retroactively address the policy-legislative gap, the Uganda Communications Regulatory Authority Bill
of 2012 (which is set to become the Uganda Communications Act of 2013), consolidated the two existing laws — the
Uganda Communications Act (Cap. 106) and Electronic Media Act (Cap. 104) — which had established and detailed
the mandate of the institutions prior to the merger.

The Rural Communications Development Fund (RCDF) is the closest equivalent in Uganda to a universal service fund
(USF).The RCDF is managed by an independent board set up by the UCC, which retains the roles of oversight and policy
direction. The Rural Communications Development Policy of 2009 was published to replace the previous Policy of 2007,
but the 2009 Policy (UCC, 2009) has yet to be ratified by Parliament. The Policy is to guide the activities of the RCDF,
which has made achievements in terms of rolling out infrastructure and services to rural areas. But the RCDF's critics
point out that roll-out and use are two different elements, and that some form of evaluation or impact assessment
should have been an integral part of the RCDF programmes. In terms of the new Policy of 2009, the RCDF is to receive a
mandate to fund research, and thus it should be able to more easily initiate monitoring and evaluation activities.

The Regulation of Interception of Communications Act of 2010 and its Instrument of 2011 provide for interception and
monitoring of certain communications, irrespective of the communication channel, as a means to combat terrorism-
related offences (Republic of Uganda, 2010, 2011). The law, when introduced as a Bill in 2007, initially failed to muster
support in Parliament, but was then passed in 2010 after terrorist acts were committed in Uganda. When passed, the
law included an amendment requiring a measure whereby all telecommunication companies must register the SIM
cards of their subscribers. This law has thus provided the basis for Uganda’s ongoing SIM registration process, despite
civil society arguments that the process infringes on personal privacy and has been misused by operators to sign up
subscribers (without their consent) onto mobile money services (HRNJ-Uganda, 2012).

Other recent policies and strategies developed by the MOICT include the draft Transition from Internet Protocol
Version 4 (IPv4) to Internet Protocol Version 6 (IPv6) Policy of 2010, the 2011 Information Management Services Policy,
the 2011 National Information Security Strategy (NISS), and the 2011 Institutionalisation of ICT Function in Ministries,
Departments, Agencies/Local Governments (MDAs/LGs) Report (submitted to the Ministry of Public Service for review).
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Another institution — in addition to the MOICT and the UCC - that influences activities in the ICT sector is the
aforementioned NITA-U, which is a semi-autonomous body established to coordinate, promote and monitor ICT
within the context of social and economic development in Uganda. NITA-U is responsible for the implementation
of e-government, cyber-security, key public infrastructure, and management of the national fibre backbone (the
aforementioned NBI). It is also responsible for promoting all aspects of IT and [T-enabled services. Although NITA-U has
now been in existence for three years, its effect on the ICT sector has so far been limited.

Market structure, market share, players, and financial analysis

The UCC continues to operate under the technology-neutral licensing regime adopted in 2006, which differentiates
between the provision of infrastructure and the provision of services. Public Infrastructure Providers (PIPs) are licensed
to establish, maintain, operate, and provide telecommunication infrastructure to licensed Public Service Providers
(PSPs) and private network operators. PSPs can also buy and resell capacity. Some licences were revoked during 2011
due to licensees'inability to commence services or to fulfil regulatory requirements. The numbers of licensees in the
two categories (PIP and PSP) in 2009, 2010 and 2011 are given in Table 2.

Table 2: Licensees between 2009 and 2011

Category Dec 2009 Dec 2010 Dec 2011
25 26 24

36 36 34

Source: UCC(2012)

The technology-neutral licensing regime has started to bear some fruit, as operators have begun to unbundle and
divest their infrastructure assets (e.g. cellular towers) from core services. NITA-U has also finalised the process of
outsourcing management operations for the NBI to a neutral third-party licensed as a PIP, giving birth to a nascent
independent infrastructure industry.

Players and market share

The telecommunications market in Uganda is still dominated by mobile operator MTN Uganda in terms of both
number of customers and revenue, although other operators have begun to erode some of this dominance, as can
be seen in Table 3. The other major operators are Airtel Uganda (formerly Zain Uganda and before that Celtel Uganda),
Warid Telecom, Uganda Telecom (UTL), and Orange Uganda. A few smaller players have emerged, which tend to focus
on particular niches: e.g. i-Tel Uganda, which operates a CDMA network, and Smile Communications, which focuses
on low-cost IP-based wireless technologies.
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Table 3: Market shares of mobile operators, 2002-10

Operator 2002 2007 2008 2010

Oct. 1998 45%

64.8% 41% 48%

May 1995 21.1% 35% 25% 19%
Jan. 2001 14.4% 20% 23% 13%
Jan. 2008 = = 11% 14%
Mar. 2009 = = = 2%

Source: UCC(2012)

Fierce competition in mobile voice services has driven down tariffs to the point of eliminating price differentials
between on-net and off-net calls. Operators are now shifting their focus towards internet and data services (see Table
4) and mobile money, as differentiating vehicles through which to lure additional customers. However, by engaging in
such a wide range of services, mobile operators are generating complaints of unfair competition from small businesses.

Table 4: Internet and data technologies and providers

Service providers

UTL, MTN, Airtel, Warid, Orange, i-Tel
UTL, MTN, Kampala Siti Cable, Infocom

UTL, MTN

Afsat Communications U, Africa Online Uganda, UTL, MTN, Infocom, Maisha
Networks Uganda, Spidd Africa

Foris Telecom, Tangerine Uganda, Datanet, One Solution, Augere, Infocom,
Broadband Company, all telecom operators

Technology
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Financial analysis

The services sector dominates Uganda’s GDP (contributing 45.1% in 2011-12), in comparison to industry (26.3%) and
agriculture, forestry, and fishing (23.7%), as summarised in Table 5.

Table 5: GDP contribution by subsector

21.4% 23.1% 23.6% 22.7% 23.7%
_ 25.8% 24.7% 24.9% 25.3% 26.3%
e waw  ass% dde 451K

Source: UBOS (20

12)
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Except during the latest financial year (2011-12), growth in services has generally outpaced growth in the industry
sub-sector and agriculture, forestry and fishing sub-sector in terms of GDP contributions, as shown in Table 6. One of
the major components of the services sector is posts and telecommunications, which contributed 6% of GDP in the
2010 calendar year — primarily through foreign direct investment (FDI), employment, and paying taxes (UBOS, 2012).

Table 6: Growth by GDP subsector

8.7% 7.3% 5.9% 6.7%

1.3% 2.9% 24% 0.7%

8.8% 5.8% 6.5% 7.9%

9.7% 8.8% 8.2% 8.4%
Source: UBOS (2012)

30 643
100750
22 562
2009/10 94 278
98 001

12176

2008/09 54 628
88775

11101

2007/08 58 275
71204

PAYE W VAT M Excise

Figure 3: Telecommunications sector contributions to national tax revenues (UGX, millions)
Source: UCC (2012)

2007-8 2008-9 2009-10 2010-11 2011-12

3.2%
3%
1.1%

3.1%

While competition has helped drive down ICT service costs, the costs are still high for Ugandans in low income brackets
e.g. those in rural users. Typical costs, such as purchasing airtime or credit to call, include VAT (18%) and an excise duty
(12%), increasing the total cost by about 30%. While such taxes generate income for government (see Figure 3), they
also potentially stifle the growth and reach of telecommunications services. Evidence of the role played by pricing in
ICT use can be inferred from the fact that the price war amongst operators in 2009, which reduced the price of mobile
voice services, resulted in the largest one-year growth in new mobile subscriptions to date, with 4.37million new
subscribers added during 2010-11. This subscriber growth also explains the surge in the telecommunications sector’s

contribution to GDP - a contribution that doubled from 3.1% to 6.2% between 2009 and 2010.
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Figure 4: Telecommunications sector investments and revenues (US$ millions)
Source: UCC (2012)

Telecommunications operators have made significant investments in the Ugandan economy, and have in turn reaped
substantial revenues (as summarised in Figure 4). However, in 2010-11, sector revenue dropped to US$660million from
US$669million in 2009-10, partly due to the Ugandan shilling's weakening against the US dollar.

Mobile network operators derive their revenues from a range of services that include, according to the UCC (proportions
in brackets and based on 2009 figures):

® mobile operations (voice, SMS, mobile money, handsets, etc.) (63%);
e domestic interconnection (16%);

e fixed-line revenue (14%);

® internet revenue (4%);

e international termination, roaming, etc. (2%); and

e other (1%) (UCC, 2012).

A review of MTN's interim results as of 30 June 2012 confirms the UCC’s revenue breakdown figures and helps to shed
some light on the contribution of different services to the mobile operations umbrella (see Figure 5).
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Airtime and subscription @
Interconnect ®

Data @

SMS @

Mobile handsets and accessories @

Other (includes MM)

Figure 5: MTN Uganda revenue analysis (June 2012)
Source: MTN Uganda (2012)

Meanwhile, network operations, distribution/marketing, and interconnection/roaming are the biggest cost categories
for MTN (MTN Uganda, 2012) - as indicated in Table 7 — and presumably for other operators.

Table 7: MTN Uganda cost categories as a percentage of total revenue (June 2012)
15.6%
7.1%
10.6%
5.4%
11.7%
5.5%
55.9%

The churn rate

of mobile money
users is more than
4% lower than that

Source: MTN Uganda (2012)

Mobile money is emerging as a key service in operators'arsenal that can help retain customers and maintain or grow
the average revenue per user (ARPU). Publicly available figures from MTN indicate that while the churn rate for regular
mobile customers is roughly 4.5% per month, the churn rate for active mobile money customers does not exceed 0.2%
over a three-month period. Mobile money also directly contributes to mobile operators’ bottom-lines in a number of of regular mobile
other ways, as summarised in the MTN Mobile Money data in Figure 6. users
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Money transfer contribution @
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Figure 6: MTN Uganda, Mobile Money gross profit contribution
Source: MTN Uganda (2012)
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ICT pricing

MTN Uganda’s CEO indicated in mid-2011 that MTN's ARPU had fallen to about US$4 in the first half of 2011, compared
to US$6 the previous year (Biryabarema, 2011). The drop could largely be attributed to competition amongst operators
as they fought to attract each other’s customers. Marketing strategies revolve around encouraging users to call within
one’s network by offering them cheaper on-network (on-net) calls (e.g. from one MTN Uganda number to another
MTN Uganda number) compared to off-net (e.g. MTN to Airtel). Warid kicked off the cycle with its Pakalast campaign,
which offered unlimited on-net calls for 24 hours at a flat cost of UGX1 000, forcing other operators to follow suit
with similar campaigns. However, mobile operators’ infrastructure investments were not commensurate with their
increasing traffic, and the inevitable results were poor quality of service (QoS) and sustained public outcry, eventually
prompting the regulator to step in and limit the promotions.

A key element that emerged from this controversy around price promotions and QoS was a sector discussion of the
need for determination of a standard interconnection rate amongst mobile operators. Currently, the interconnection
rate for routing a call from one operator’s network to a competitor’s stands at UGX112, effective from 1 June 2012,
based on a six-month study commissioned by the UCC from PricewaterhouseCoopers. Despite this UCC effort to
bring down costs, Uganda remains poorly ranked in cost terms among African countries (see Table 8). Regionally in
East Africa, Uganda’s interconnection rate is still higher than that of neighbours Kenya and Tanzania (Tentena, 2012).

Table 8: Mobile prepaid affordability, June 2012 monthly cost calculations, based on the OECD low-user basket

Country dominant operator in country Perégr;?r?aen:};?eﬁ:gt\an
1 2.39 5 239 Dominant is cheapest
. e 2w 2 19 2750%
_ 3 2.74 6 2.74  Dominant is cheapest
_ 4 2.85 7 2.85 Dominant is cheapest
_ 5 2.99 8 299  Monopoly
_ 6 3.38 9 328 2.90%
s 5 17 6o
_ 8 39 12 3.9 Dominantis cheapest
_ 9 428 14 428 Dominant is cheapest
Fre o R we 270
_ 11 4.62 3 193  58.10%
Eeaey - s e 2310%
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Cheapest product from Cheapest product
Country dominant operator in country Percentage cheaper than

dominant operator
17

_ 13 521 521 Dominant is cheapest
L e 0 75 s070%
_ 15 551 16 451  18.20%
_ 16 5.63 19 5.63 Dominant is cheapest
_ 17 6.21 4 228 63.30%
_ 18 74 20 74  Dominant is cheapest
_ 19 8.02 23 777  3.20%
_ 20 8.21 25 821 Dominant is cheapest
. s 2 66 710%
_ 22 8.46 27 846 Dominant is cheapest
_ 23 8.5 28 8.5 Dominant is cheapest
_ 24 8.51 24 8.09 4.90%
_ 25 8.78 30 8.78 Dominant is cheapest
_ 26 8.88 29 853 4%
_ 27 9.14 18 522 42.80%
_ 28 9.28 32 9.28 Dominant is cheapest
- 29 9.86 35 9.86 Dominant is cheapest
_ 30 10.08 33 937 7%
_ 31 10.14 36 10.14  Dominant is cheapest
_ 32 10.37 21 762 26.50%
_ 33 10.41 38 1041  Dominant is cheapest
= oz 02 150%
_ 35 12.05 26 822 31.80%
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Cheapest product from Cheapest product
dominant operator in country Percentage cheaper than
dominant operator
34

36 12.3 9.77  20.60%

Neer

_ 37 12.53 42 12,53 Dominant is cheapest
_ 38 12.93 44 12.93 Dominant is cheapest
_ 39 1348 43 1256  6.80%
_ 40 13.76 40 1213 11.80%
_ 41 14.51 45 1447 0.30%
_ 42 15.24 41 1243 1840%
_ 43 16 31 9.09 43.50%
_ 44 18 46 18.15 Dominant is cheapest
B 0o s 43 s
_ 53 0 39 1063 n/a

Source: RIA Price Transparency Index (see RIA, n.d.)

See OECD (2010) for details on the OECD telecommunication price baskets.

Mobile

As shall be seen below, there has been steady growth in the number of mobile subscribers in the past decade (i.e. since
2001) - in terms of figures which include multiple subscriptions by multiple-SIM owners (users who complement

use of their primary service provider by holding additional SIMs from other providers). One would have expected
the multiple-SIM phenomenon to decline when the cost of making local calls within one’s network (on-net) became
similar (or even identical) to making calls on other mobile networks (off-net). As indicated in Table 9, only Warid users
are in 2012 faced with a differing tariff between on-net and off-net; for the other main mobile operators, on-net and
off-net calls are priced identically. (The use of multiple SIMs is an innovation that emerged to take advantage of on-net
call tariffs being cheaper compared to off-net calls.)
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However, it is apparent that even with on-net/off-net differentials having largely disappeared, there are still other
reasons why people want to own multiple SIMs. For instance, people want to take advantage of the different national
coverage areas of the mobile networks, and to base use on the quality of a particular network at a particular time
of day. And operators encourage users to have alternate SIMs by selling dual-SIM phones — phones that lock in the
operator’s SIM but also allow for use of another SIM — seemingly in the hopes of building subscriber numbers and
generating loyalty through being seen to treat users fairly. And now the large handset manufacturers, such as Nokia
and Samsung, have joined what started as a niche market by producing dual-SIM phones.

Table 9: Local per-second tariffs, on-net and off-net, across the major providers (UGX)

ooy | hnw | W | omge | m | e |

Plan Mass market offer | PerSecond Talk More Standard | Freedom per second

Source: Operator websites (2012)
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The 2012 RIA Uganda ICT Survey found that about 30% of Ugandan mobile subscribers have more than one SIM, as
indicated in Figure 7 — a figure lower than the UCC's 2011 estimate that more than 40% of subscribers had more than
one SIM (UCC, 2011), but still a high proportion of users.
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Figure 7: Single-SIM v. multi-SIM ownership in 2012 RIA ICT Survey countries
Source: RIA ICT Survey data 2011-12

It is not yet clear how the mandatory SIM registration exercise instituted by the UCC is going to affect total mobile
subscriptions or multiple-SIM ownership. All of the operators have embarked on the SIM registration process with
apparent enthusiasm, despite having to pay for the exercise using their own resources. It is likely that operators see the
SIM registration exercise as an opportunity to maintain their shares of the market or even to make some inroads into
the subscribers of competitors. Since the registration is at no cost to the user (apart from the cost of a photograph), it
can be anticipated that most multiple-SIM holders will register all their SIMs.

The UCC has intimated that it will switch off all SIMs that are not registered by 1 March 2013 but, judging from
experiences in Uganda’s neighbours Kenya and Tanzania who have had similar exercises fraught with extended
deadlines, it remains to be seen how this exercise will conclude.

Prepaid tariff plans dominate mobile use in Uganda (as in other parts of Africa), as captured by Figure 8.
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Figure 8: Prepaid v. postpaid mobile tariffs across RIA Survey countries

Source: RIA ICT Survey data 2011-12

The 2012 RIA ICT Survey included questions to gauge price sensitivity, i.e. to determine how subscribers are likely to
react to changes in tariffs In Uganda, 48.6% of users say a price decrease of 50% would lead to only a slight increase in
their use of services. However, 27.1% of Ugandan users say they would double their phone use if prices decreased 50%,
and 7.6% say they would more than double their phone use (see Table 10). It was found that 16.7% of respondents
would not change their use if prices dropped 50%.
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Table 10: Predicted responses, in RIA ICT Survey countries, to 50% drop in mobile tariffs
phone use increase phone use my phone use

2012 16.7% 48.6% 27.1% 7.6%
2007-08 5.6% 89.8% 3.8% 0.8%
2012 17.9% 44.5% 31.1% 6.5%
2007-08 13.4% 45.8% 27.3% 13.5%
2012 31.3% 52.8% 13% 2.9%
2007-08 27.9% 35.5% 23.7% 12.9%
2012 24.5% 53.1% 21% 1.4%
2007-08 22.9% 40.8% 11.1% 25.1%
2012 10.7% 70.2% 16.7% 23%
2007-08 30.1% 45.2% 21.3% 3.4%
2012 22.8% 45.8% 24.9% 6.5%
2007-08 18.7% 49.2% 21.3% 10.9%
2012 16.9% 32.6% 47.9% 2.7%
2007-08 14.3% 522% 27.1% 6.4%
2012 15.9% 27.7% 484% 8%
2007-08 N/A N/A N/A N/A
2012 13.4% 48% 29.9% 8.7%
2007-08 20.6% 20.7% 26.7% 32%
2012 27.5% 33.5% 33.5% 5.5%
2007-08 27.6% 38.4% 18.5% 15.5%
2012 25.1% 30.8% 36.5% 7.6%

2007-08 31.8% 42.4% 21.7% 4%

Source: RIA ICT Survey data 2007-08, 2011-12

It is reasonable to assume that those who say their use would remain unchanged can comfortably afford the current
tariffs, while those who say they would increase their use are currently constrained by lack of affordability. It can
therefore be predicted that sharp price reductions would bring more use. However, for the operators, careful cost-
benefit analysis would be required to determine whether or not the reductions in revenue caused by a price decrease
would be more than offset by revenue increases through increased use.
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Internet/broadband

Uganda’s costs for internet/broadband bundles are summarised in Figure 9. The costs are still high compared to prices
for similar capacity in high-income countries, despite the operationalisation of multiple submarine fibre-optic cables
landing along the East African coast. The poor and uncompetitive backhaul infrastructure from land-locked Uganda
to the undersea cables at the coast, as well as the lack of a critical mass of internet users within the country, partly
explain the continuing high cost of internet access. Slow progress on the national backbone infrastructure also makes
it difficult to cheaply distribute bandwidth across the country.

NITA-U has contracted a company to operate the national backbone on a commercial basis in order to bring more
capacity to the market, and is planning to establish an alternative backhaul route via Tanzania's main city Dar es Salaam.
NITA-U is also trying to take advantage of economies of scale in the sector by aggregating bandwidth needs from all
government departments and educational institutions and procuring from a single entity. NITA-U has invited offers for
the supply of bulk bandwidth which, when combined with cost-based access over the national fibre backbone, could
have a significant impact on the supply side of costing and pricing.
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Figure 9: Monthly internet bundle prices (UGX)
Source: Operator websites (2012)
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ICT access and use

ICT access and use continue to improve across Uganda as a result of falling prices (discussed in the previous section)
and increased investment in infrastructure by different providers. Coverage is still dominated by mobile technologies
while use tends towards individual access devices more than shared-access methods.

Fixed (fixed-line and fixed-mobile)
Both fixed and mobile penetration continue to grow, as shown in Table 11.

Table 11: Ugandan telephony subscriptions and teledensity, 2009-11

_ Dec 2009 June 2010 Dec 2010 June 2011 Dec 2011

233533 265 890 327114 342 624 464 849

_ 9383734 10375 220 12 828 264 14 676 505 16 696 992

Source: UBOS (2012)

Meanwhile, as shown in Figure 10, fixed-line growth is slow and the total number of fixed lines very low (when
compared to that of mobile, which is discussed below).

201 | ¢ 49
2010 | 32 114
2000 | 033 533

2008 | ¢ 41

2007 | (65 755
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2005 [ (00777

2004 [ > 495
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2001 | 6 149
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Figure 10: Ugandan fixed-line subscriptions, 2001-11
Source: UCC (2012)
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Business customers concentrated around the capital city Kampala and in other urban areas are the drivers of the
limited growth in fixed-line services, with a small contribution from shared public payphones using fixed connections.
According to the 2012 RIA ICT Surveys across multiple countries, the proportions of individuals using shared public
payphones in 2012, compared with the proportions identified in the 2008 RIA Survey, dropped in all survey countries
except Cameroon and Ghana (Figure 11).
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Figure 11: Use of a shared public payphone in previous 3 months
Source: RIA ICT Survey data 2011-12 and 2007-08

In Uganda, the percentage of payphone users (mostly using payphones operated by umbrella operators connected
to a mobile network) fell from 39.5% in the 2008 RIA ICT Survey to 14.8% in the 2012 Survey. This is presumably due to
cheaper mobile handsets allowing more people to buy their own individual phones, and the availability of airtime in
smaller denominations enabling people to buy airtime for single calls instead of using shared services for such calls.
A user can now buy a basic mobile phone (with FM radio and torch) for under UGX30 000 (about US$10) and load
airtime in denominations as low as UGX50 (about US$0.016) (MTN Uganda, n.d.2).
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Fixed-wireless technologies have become the preferred medium for providing fixed services across the country, as
illustrated by Figure 12.

June 2011 December 2011

)

GSM Fixed @ Wireline and others @ Fixed WIMAX @ CDMA

Figure 12: Fixed distribution technologies in Uganda
Source: UCC (2012)

Fixed-wireless is the technology choice of niche providers like Smile Communications and i-Tel, which are trying
to focus on shared public services (though the dwindling use of shared public services calls into question their
business model). As the NBI becomes operational, providing better potential broadband output and backhaul
capabilities, it will be important to track how the fixed sector evolves and which technologies fixed operators adopt
for the last mile.

Mobile

Mobile voice services continue to dominate the telecommunications sector, with five main providers — MTN, Airtel,
Orange, UTL, and Warid — competing for market share. During 2010-11, mobile voice services set a record for the
highest number of new subscriptions in a financial year in Uganda with 4.37million new subscriptions (UCC, 2011). This
was attributed by the UCC to intense competition in the form of promotional tariffs and declining base rates for voice
services across operators (UCC, 2011). Presumably also helping to push up subscriber numbers were the downward
trend in the cost of handsets and the increased penetration of mobile money.

At the end of December 2011, there were 16.7million Ugandan mobile subscriptions (Figure 13), raising the aggregate
(fixed and mobile) teledensity to 52.1 per 100 people, according to the UCC.
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Figure 13: Ugandan mobile subscriptions, 2001-11
Source: UCC(2012)

It must be noted that mobile’s contribution to the teledensity figure is based on the number of SIMs in use, as opposed
to the actual number of mobile phone handsets. According to the 2012 RIA Uganda ICT Survey, only roughly 8million
people actually own a mobile phone handset in Uganda, and of these people, 26.9% own at least two SIM cards. Amongst
those who reported owning no handset, 10.2% reported owning at least one active SIM. Thus there are many people
who do not own a handset but who still subscribe to a mobile network via use of their SIM in someone else’s handset.

Annual overall (fixed and mobile) voice traffic almost doubled between 2008-09 and 2010-11. Off-network (off-net)
traffic registered the highest increase, rising by 268% between 2009-10 and 2010-11, and making up nearly 25% of
total voice traffic, up from just over 11% of total voice traffic in 2008-09 (Figure 14).

201011 72.25% 12.60%
2009-10 81.70% 7.44%

2008-09 87.43% 6.63%

2007-08 74.48% 3.45%

Billions of billed minutes
On-network M Off-network M International outgoing

Figure 14: Uganda'’s voice traffic growth, 2007-08 to 2010-11
Source: UCC(2012)
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This rise in off-net traffic reflects the aforementioned near-elimination of price differentials between on-net and off-
net calls. At the same time, on-net traffic grew 44% year-on-year during 2010-11 supported by the entry of new
operators (resulting in protective tariff packages geared towards keeping customers on-net), and international traffic
grew by 62% due to decreases in international termination rates (UCC, 2012).

The total number of billed minutes grew throughout 2011. Figure 15 presents an analysis of traffic volumes vis-a-vis
the total number of subscribers.
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Figure 15: Quarterly voice traffic (minutes) per subscriber in 2011
Source: UCC(2012)

While quarterly on-net traffic per subscriber had positive growth during the first three quarters of 2011, it fell off during
the 4th quarter. This drop coincided with MTN's increase in on-net call tariffs from UGX2.0 per second to UGX4.0 per
second across all networks, with all of the other operators following suit (The Independent, 2011). For off-net traffic,
the traffic average showed a steady decline during 2011 despite the convergence of both on-net and off-net tariffs.
One would have expected to see a surge in off-net traffic since subscribers could now call across networks at similar
tariffs to those for on-net. The lack of a surge suggests that owning multiple SIMs is still a common practice and that
new factors, such as mobile money, are maintaining subscribers’desire to operate on-net.

Internet/broadband

Access to internet and data services has greatly improved as a result of competition amongst the increasing number
of fibre connections that link East Africa to the rest of the world, e.g. the SEACOM, TEAMS, and EASSy cables. However,
retail internet/data charges in Uganda have not dropped as significantly as many had hoped because there is not
yet effective backhaul competition and the internal networks to distribute connectivity within the country are
still limited in size and lack competition. Quality and availability are also severely affected by cable outages, which
often force providers to resort to their earth stations and international satellite links for restoration of services. The
operators' need to maintain expensive satellite restoration capacity feeds directly into the cost of access they offer
to retail customers.
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Infrastructure-focussed providers are only just starting to emerge with Eaton Towers (who bought Orange’s towers)
and American Tower Corporation (a joint venture with MTN) managing mobile network tower infrastructure to
complement the infrastructure of UMEME, the Ugandan national electricity utility that rents out its fibre. The company
appointed by NITA-U to manage the national fibre backbone will also add to the national supply of internal broadband
capacity. It is expected that with these efforts and the trend towards sharing infrastructure, the cost of connectivity
both within Uganda and between Uganda and international destinations will decrease further.

The UCC estimates that there are currently 4.8million internet users (as of December 2011) across the country,
predominantly accessing the internet via mobile phone handsets and mobile 3G and long-term evolution (LTE)
modems. Figure 16 summarises the growth trends in both mobile and fixed internet connections, as well as the total
amount of bandwidth procured by various providers to serve the country.
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Figure 16: Fixed and mobile internet subscriptions as well as bandwidth
Source: UCC (2012)

In line with mobile’s prevalence over fixed in voice service provision, mobile data connection growth has far outpaced
that of fixed data connections in recent years, as shown in Figure 16. In terms of bandwidth, downlink capacity
procured by providers is still much higher than uplink capacity, highlighting the dearth of local content and the fact
that Ugandans are still predominantly consumers of content produced elsewhere in the world.

NITA-U has now embarked on implementation of e-government initiatives, including at the local government level. In
addition to boosting direct use by government employees, these initiatives can be expected to increase the number
of internet users significantly as more and more government services and information become available online. The
other initiative by NITA-U that can be expected to have an effect on internet take-up is its ongoing incubation and
promotion of IT-enabled services with specific focus on business process outsourcing (BPO).
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According to the 2012 RIA Uganda Survey findings, more people in Uganda are knowledgeable about the
internet compared to 2008, but the gap between people knowledgeable about the internet and those who
actually use it is still large (as shown in Table 12), pointing to a large potential market. While men and women
are comparable in terms of their knowledge of the internet (29.7% v. 24.8%), more men than women are actual
internet users (11.8% vs. 3.1%).

Table 12: Internet knowledge and use with gender breakdown

Individuals who know what Individuals who use
Country Survey the internet is the internet

29.7% 24.8% 11.8% 3.1%

2008 9.4% 3.5% 3.7% 1.1%
2012 55.6% 35.9% 35.8% 20.5%
2008 39.9% 27.8% 21.1% 11.5%
2012 26.7% 18.3% 3.4% 3.5%
2008 9.9% 8% 1.9% 2.3%
2012 37.2% 35.6% 6.9% 5.2%
2008 6.4% 7.0% 1.8% 2.1%
2012 61.4% 43.2% 39.7% 28.6%
2008 56.2% 47.0% 20.4% 11.3%

Source: RIA ICT Survey data 2007-08, 2011-12
Note: Individuals included in the 2008 Survey were aged 16 years and older while the 2012 Survey included individuals aged 15 years and older.

Internet and data services are increasingly service segments through which operators seek to differentiate themselves
and maintain their customer bases. Providers are placing various technologies on offer with a range of packages that
are sometimes bundled together with voice services to exploit the increasing use of data-enabled devices (phones,
tablets, phablets).

Other ICTs

Radio and television continue to play an important role in providing access to communication, as highlighted in Table
13 and Figures 17 and 18 below. In the 2012 RIA Uganda Survey, 12.9% of households reported owning a TV (Table 13),
which tallies with the 13.4% that reported being linked to the electricity grid (also Table 13), pointing to the fact that
access to TV is hampered by a lack of reliable electricity access.
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Table 13: Household use: grid electricity, radio, TV, computer

| g | s | YVt
_ 13.4% 76.6% 12.9% 2.2%
_ 60.1% 80.6% 54.4% 12.7%
_ 19.4% 63.1% 18.3% 1.6%
_ 15.6% 72.4% 9.0% 2%
_ 18.1% 40.7% 10% 0.7%
e o o a1 o
_ 64.5% 33.9% 44.3% 8.6%
_ 58.4% 69.5% 53% 6.6%
_ 41.8% 72% 40.6% 14.7%
_ 89.2% 62.3% 78.2% 24.5%
_ 60.1% 66.4% 594% 15.8%

Source: RIAICT Survey data 2011-12

It was found that 82.3% of respondents listen to radio and 76.2% own a personal radio that they can use anytime.
Figure 17 shows radio listening trends in 11 RIA Survey countries with some countries (Uganda, Kenya, Namibia,
Ghana, South Africa, and Cameroon) exhibiting lower radio listening in 2012 than in 2008, while other RIA countries
Rwanda, Tanzania, Ethiopia, Botswana) have more radio listenership now than in 2008. A small number (1.7%) of
Ugandans reported using their mobile phone to listen to radio — a percentage that can be expected to grow with the
increased penetration of radio-enabled handsets.

—
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Figure 17: Radio listeners, RIA ICT Survey countries, 2012 and 2008

Source: RIA ICT Survey data 2011-12 and 2007-08

Television viewing increased between 2008 and 2012 in all but five RIA countries with only Tanzania showing a
seemingly clear drop in TV viewing. Viewing remained at roughly unchanged levels in Uganda, Ghana, Cameroon, and

Rwanda (Figure 18).
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Figure 18: TV watchers, RIA ICT Survey countries, 2012 and 2008
Source: RIA ICT Survey data 2011-12 and 2007-08

It was found that 39.7% of Ugandans watch television at home.
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Access to computers continues to be rare in Uganda with only 4.8% of people reporting any computer access at all in
the 2012 RIA Survey (a lower level of access than six other RIA countries) and only 35.7% of those with computer access
reporting access at home (Table 14).

Table 14: Individual computer access

|
- 29.1% 40.2% 22.8% 6.1% 61.1% 29% 20.7%
- 21.2% 36.8% 40.2% 16.9% 56% 68.8% 45.9%
- 15.1% 20.7% 33.4% 7.7% 38% 63.5% 35.9%
- 13% 60.6% 36.7% 28.5% 73.1% 28.4% 45.5%
- 10% 42.9% 44.5% 6.2% 72.6% 54.4% 24.9%
- 7.5% 45.9% 36.1% 4.5% 73.1% 61.8% 58.3%
- 4.8% 45.5% 51.4% 25% 35.7% 57% 60.9%
- 3.5% 54.5% 35.3% 18.9% 59.4% 45 2% 25.1%
- 2% 34.1% 48.4% 9.2% 23.9% 28.5% 5.3%
- 1.9% 41% 23.6% 8.5% 47.7% 65.8% 27.8%

Source: RIAICT Survey data 2011-12
Emerging trends

Shared public payphones disappearing

As mentioned above, use of shared public payphones is dwindling in Uganda. Two developments appear to be
pushing this trend. First, mobile phones are becoming cheaper, thus allowing more people to afford a handset.
Second, increasing competition has forced operators to lower the cost of voice communication, to offer ever-smaller
airtime denominations, and to charge users on a per-second basis. People can now load airtime for amounts as low
as UGX50 to make a call as opposed to needing to use a shared public payphone. The falling tariffs have also reduced
the price difference between making a call on a personal mobile (UGX240 for 60 seconds) and paying to use a shared
public payphone (UGX200 for 50 seconds).

According to the 2012 RIA Uganda Survey, only 14.8% of respondents had used a public payphone in the past three
months. Of this small number of users, 21.4% use public phones at least once a week while most (44.7%) use them
roughly once a month. The primary reasons cited for use by payphone users are: not having a mobile handset (38%);
seeing payphones as cheaper (21.4%); and having difficulty charging the battery of a mobile handset (20.3%). As public
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payphone use declines, the entrepreneurs who operate public payphones (the operators who do so under an umbrella
linked to a mobile network and account for 81.1% of all public payphone use) are having to diversify their product base
by stocking airtime and mobile money. Use of shared public payphones thus appears to be gradually vanishing.

Internet access increasingly mobile

The growing availability of internet-enabled mobile devices is increasing the number of people with access to
the internet in Uganda. Fixed-line internet subscriptions are going the way of fixed voice connections, with fixed-
line internet numbers paling in significance against mobile internet subscriptions. Some of the mobile internet
subscriptions are GSM modems used to provide access to laptops or fixed computers. Mobile operators have caught
on to this trend and now offer mobile data plans that can last for as little as a day or even an hour (Warid Telecom,
n.d.). And operators are beginning to differentiate between data plans meant for internet access via mobile phones
and those meant for computers via GSM modem. Mobile internet access — especially now that even low-end handsets
are increasingly data-enabled - is also forcing internet cafés to diversify services or go out of business. The 2012 RIA
Uganda ICT Survey results in Figure 19 show the growing dominance of mobile internet compared to other internet
access mediums available to households.

Botswana 83.9% 47.7% 21.5% 15.3% 9%

South Africa 56.4% 54.8% 7.5% 4.9%

Namibia 75.3% 59.8% 34.8% 16.3% 5%

Nigeria 63.4% 56.9% 46.6% 189% A3

Cameroon  EELZ 69.4% 2%
Ghana 68.9% 65.0% 18.7% 23.8% 0.5%
Ethiopia 55.7% 18.7%
Rwanda 76.4% 42.2%
Tonzania %

Kenya 71.5% 45.2% 10.3% 31.8% A%

W Using mobile phone Mobile modem (3G) M Wireless broadband M Modem/ISDN dial-up I ADSL

Figure 19: Types of household internet connections in RIA countries
Source: RIA ICT Survey data 2011-12
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The trend towards mobile internet brings a number of challenges to Uganda's ICT sector. First, the trend stretches the
infrastructural capacity of operators: as more devices on mobile networks become data-enabled, operators are forced
toinvest more resources to keep up with growing demand and to provide appropriate QoS. Second, the trend towards
mobile internet amplifies the online content gap, a gap which most of the developing world struggles with. There is
a need to create new relevant content, and to ensure that the content is accessible by a wide range of devices with
varying capabilities.

Rise of mobile financial services

Mobile money has had an adverse effect on elements of the traditional financial services industry (challenging
traditional banking practices) while at the same time generating new service opportunities. For example, mobile
money is now the primary method of sending money from one person or place to another and is increasingly popular
as a means of settling monthly utility bills (power, water, cable TV) or paying school fees. Financial institutions used to
generate money by charging fees to facilitate such transactions. However, on the plus side for the financial services
industry, financial service providers are increasingly using the mobile phone as a channel to reach and serve customers
(as discussed further in Section 5). Various stakeholders now consider the mobile phone as the only viable means to
provide formalised financial services to people living in the base of the pyramid (BoP) i.e. households living below the
poverty line. There are a number of product concepts that use the mobile money market to try to provide a formal
financial service to such people.

Meanwhile, operators are exploiting their in-house data in order to offer airtime credit schemes — e.g. Warid's Beerako,
Airtel's Malako, Orange’s Wetaase, or MTN’s Xtra Time — that enable their subscribers to access airtime (between
UGX500 and UGX3 000) on credit from the operator. The subscriber is charged a fee (between 6% and 10%) for the
airtime credit service, and the fee is immediately deducted in the form of airtime. The operator then recovers the
remaining loan amount the next time the user loads airtime. Operators use their subscribers'airtime purchase history
to determine their credit worthiness for receipt of airtime credit.

Operators have come to increasingly realise that they possess valuable subscriber data that can be used for various
commercial purposes. Operators at the forefront of use of customer data have started to venture into combining
airtime purchase history with call detail records (CDRs) and mobile money transaction data to determine subscriber
credit-worthiness for actual cash loans. (Airtel Kenya led the way in East Africa in this service offering when it partnered
with Faulu Kenya for the Kopa Chapaa cash loan product (Faulu Kenya, n.d.), and then Kenya's Safaricom and the
Commercial Bank of Africa followed suit via the M-Shwari product (Safaricom, n.d.).) It is anticipated that such products
will spread throughout East Africa as has been the case with other trends in mobile-telephony-based service provision.
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Mobile money

Provision of mobile money services, coupled with reduced voice prices resulting from competition, is helping
operators recruit new subscribers (UCC, 2011). All of the major operators currently have mobile money platforms to
supplement their service offerings. Comparative information for these services is summarised in Table 15. The nature of
mobile money services is such that operators require regulatory approval from both the UCC and the Bank of Uganda
(BOU), the financial regulator. The dual-regulatory nature of mobile money creates challenges that did not previously
exist (UNCTAD, 2012).

Table 15: Mobile money platforms in Uganda

MTN Mobile Money  Airtel Money M-Sente Warid Pesa Orange Money

March 2009 June 2009 March 2010 January 2012 February 2013
Pride
Stanbic Uganda S DFCU Bank Equity Bank Microfinance &
Chartered
Postbank
2004 723 145 180 232 544 N/A N/A

Source: RIA data, UCC (2011), BOU (2011)

All the countries covered in the 2012 RIA ICT Surveys except Ethiopia have mobile money services, as indicated in
Figure 20. And, as also shown in Figure 20, in all RIA Survey countries except South Africa and Namibia, fewer than 50%
of adults have access to bank accounts, reflecting the dearth of formal financial services.

2 Orange was the last of Uganda’s major mobile operators to launch a mobile money product (in February 2013), after the
completion of this 2012 RIA SPR.
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Figure 20: RIA Survey respondents’ (1) use of mobile money; and (2) possession of bank account
Source: RIA ICT Survey data 2011-12

In Kenya and Tanzania, mobile money use now far exceeds bank account use, while in Uganda the two are at
comparable levels. The success of mobile money in East Africa highlights this service’s growing prominence as a
channel for financial inclusion, particularly in rural areas. The success of mobile money also amplifies a key challenge
faced by physical outlets of formal financial services: even where they exist, physical bank branches require potential
users to walk long distances or meet high transport costs to access them. Mobile money, on the other hand, can
increasingly be found even in remote rural areas, and even in these remote areas mobile money is typically supported
by multiple agents representing multiple services.

Registration

Being a subscriber to a particular mobile operator does not automatically qualify one to be registered for that
operator’s mobile money service. The subscriber needs to register by submitting a passport photograph, an authentic
copy of her or his ID, and a signed mobile money registration form. Registration is part of the Know Your Customer
(KYQ) requirements stipulated by the financial regulator, the BOU, and occurs at designated operator service centres.
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Mobile money registration has been slow because on the supply side, service centres are few and located in major
trading centres, increasing the demands/costs for the applicant. Additionally, customer documentation needs to be
transported back to the operators' head offices for verification before mobile money accounts can be activated for
each subscriber. Furthermore, there is no mechanism for informing the user once this process has been completed.
On the demand side, the registration process requires subscriber initiative, patience, and expenditure (for the passport
photo, ID copy, and transport to service centre) to accomplish. Hence, there are disincentives to the take-up of mobile
money services.

Third-party mobile money agents could potentially provide an alternative avenue for the registration process, but
given that the verification process is out of their hands, agents would not be able to respond to customer queries
about a registration progress nor could they predict when they would receive payment for successful registrations.
Thus most agents prefer to focus on their day-to-day business for which commission guidelines are clearly defined
and predictable. All of this explains why most existing mobile subscribers are not yet registered for mobile money
services (UNCTAD, 2012).

Part of operators' enthusiasm for SIM registration is driven by their expectation that the registration will help them to
more easily convert their mobile subscribers into registered mobile money users, helping operators to, inter alia, further
limit users’ willingness to switch networks. Meanwhile, although the number of mobile money subscriptions is slowly
growing, a substantial portion of these users are not actually using the service, requiring operators to invest in the
creation of greater awareness and training in order to turn users into active mobile money customers (Ssonko, 2011).
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Figure 21: MTN, Airtel, and UTL mobile money subscriptions, March 2010 to February 2011
Source:BOU (2011)
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Services

Mobile money is largely used for domestic transfers, as highlighted in Table 16, but operators are also preparing to
provide international services in collaboration with network partnerships.

Table 16: Different mobile money services offered by providers
Types

Domestic transfers to both MTN
users and users on other networks

International transfers with Western
Union launching soon (a one-way
receiving service into a mobile
money wallet; cannot send out)

Airtime
School fees
DStv and StarTv pay-TV fees

National Water & Sewage
Corporation (water bills)

Pay financial institutions (Finance
Trust)

Bulk payments (WFP Karamoja)

None

Source: Operator websites and visits to agents

Fees

Domestic transfers
only to other Airtel
mobile money
subscribers

Airtime
DStv pay-TV fees

National Water &
Sewage Corporation
(water bills)

Withdrawal via
Interswitch ATMs

MTN Mobile Money Airtel Money UTL M-Sente

Domestic transfers
to both UTL mobile
money subscribers
and mobile money
subscribers on other
networks

Airtime
School fees

National Water &
Sewage Corporation
(water bills)

None

The fee structure for MTN Mobile Money has greatly influenced the mobile money fees charged by other operators,
due to MTN’s dominance in the service (it accounts for over 80% of all registered mobile money users in Uganda). All
operators offer free cash-in (converting cash into mobile money) transactions, and transfers to non-registered users are
paid for by the sender (see Table 17).2 In all cases, these charges are automatically deducted by the platform. Charging
registered users more for transfers to non-registered users is aimed at encouraging senders to convert non-registered
receivers into registered customers.*

3 In the context of mobile money, a non-registered user could be a user who has not registered for mobile money or a user who is
registered for mobile money on another network.

4 For more information on mobile money payment scenarios, see Ndiwalana and Pitcaithly (2012).
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Table 17: MTN Uganda'’s Mobile Money transaction fees and limits

Transactions | Transaction thresholds (UGX) Service charges (UGX)

Registered user Non-registered user

500 to 4 000 000 Free N/A
Registered user’s charge for Registered user’s charge for
sending to another registered  sending to a non-registered
user user

500 to 5 000 400 800

5000 to 30 000 800 1600

30001 to 60 000 800 2000

60 001 to 125 000 800 3700

125001 to 250 000 800 7200

250001 to 500 000 800 10 000

500001 to 1 000 000 800 19 000

1000 001 to 2 000 000 800 36 000

2000001 to 4 000 000 800 64 000

Above 4 000 000 N/A N/A
Registered user's charge for Non-registered user’s charge
withdrawing a payment from  for withdrawing a payment
another registered user from a registered user

500 to 5 000 300 Free

5000 to 30 000 700 Free

30001 to 60 000 1000 Free

60 001 to 125 000 1600 Free

125001 to 250 000 3000 Free

250001 to 500 000 5000 Free

500001 to 1 000 000 9000 Free

1000 001 to 2 000 000 17 200 Free

2000001 to 4 000 000 31200 Free

Above 4 000 000 N/A N/A

Source: MTN Uganda (n.d.3)
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Challenges

As mobile money use becomes more mainstream, operators are facing a number of challenges that hinder the spread
of the service. One challenge is the operator processing of registrations. Until now, the mobile money sign-up process
has been split into two steps — registration (e.g. at a service centre) and activation (at the head office) — creating a
time-lag for the user between signup and getting to use the service (Tellez, 2011). This lag is necessary to move KYC
documents from the service centre to the operator’s head office. Minimising this time lag is critical to improving
the user experience. A response to this challenge is being provided by the current SIM registration process, which
will negate the need for two-stage mobile money registration because the SIM registration process requires mobile
operators to collect sufficient information to meet KYC requirements. Once customers successfully complete their SIM
registration, mobile operators can then activate mobile money capability, lowering the registration threshold.

Another challenge is managing the agent liquidity necessary to meet user cash needs. Operators are now
experimenting with a mobile money super-agent model, similar to what they already have for airtime, as a measure
to address liquidity issues amongst mobile money agents. A challenge with the super-agent model is that it creates
a hierarchy of agents who have to share commission from the same transaction, thereby decreasing agent incentive.

Network downtime is another challenge as it prevents users from accessing the mobile money platform when they
need it. While operators are working to upgrade their infrastructure and improve QoS, it remains to be seen what QoS
levels users will tolerate when there is money involved — as opposed to just making a call.
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Telecom Regulatory Environment (TRE) assessment

As part of this RIA Uganda ICT SPR, a Telecom Regulatory Environment (TRE) assessment was conducted, drawing on
the TRE methodology developed by LIRNEasia (see LIRNEasia, 2008). A TRE assessment samples the perceptions of
stakeholders involved with a national telecommunications sector in order to provide insight into the current status of
the regulatory environment.

The RIA team in Uganda approached a wide range of stakeholders to seek their participation as respondents and
directed them to an online survey. The stakeholders approached were from three categories:

e category 1: stakeholders directly affected by telecommunications sector regulation, e.g. operators, industry
associations, equipment suppliers, investors;

e category 2: stakeholders who analyse the sector with a broader interest, e.g. financial institutions, equity
research analysts, credit rating agencies, telecommunications consultants, law firms; and

e category 3: stakeholders with an interest in improving the sector to help the public, e.g. academics, research
organisations, journalists, telecommunications user groups, civil society, former members of regulatory
and other government agencies, donors, current government employees from organisations related to the
telecommunications sector (excluding those in the telecommunications regulatory and policy hierarchy, i.e.
excluding anyone from the regulatory agency, policymaking body (Ministry or similar), the Minister, etc.).

As illustrated in Table 18, the TRE method examines seven regulatory dimensions: market entry, access to scarce
resources, interconnection, tariff regulation, regulation of anti-competitive practices, USO, and QoS.
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Table 18: The 7 regulatory dimensions covered in a TRE assessment

Regulatory dimension

Source: LIRNEasia (2008)

Aspects covered

Transparency of licensing. Applicants should know the terms, conditions, criteria
and length of time needed to reach a decision on their application. Licence
conditions. Exclusivity issues.

Timely, transparent and non-discriminatory access to spectrum allocation.
Numbering and rights of way: frequency allocation, telephone number allocation,
tower location rights.

Interconnection with a major operator should be ensured at any technically
feasible point in the network. Quality of interconnection comparable to

similar services offered by own network. Reasonable rates for interconnection.
Unbundling of interconnection. Interconnection offered without delay. Sharing
of incoming and outgoing international direct dialling (IDD) revenue. Payment for
cost of interconnection links and switch interface. Payment for cost of technical
disruption of interconnection.

Regulation of tariffs charged from consumers.

Anti-competitive cross-subsidisation. Using information obtained from
competitors with anti-competitive results. Not making technical information about
essential facilities and commercially relevant information available to competitors
on a timely basis. Excessive prices. Price discrimination and predatory low pricing.
Refusal to deal with operators and other parties. Vertical restraints. Technical
disruption of interconnection. Sharing of towers and facilities by parent company
and subsidiaries in different segments of the market.

Administration of the universal service programme/fund in a transparent, non-
discriminatory and competitively neutral manner and is not more burdensome
than necessary for the kind of universal service defined by the policymakers.

The actual performance of a service with respect to what is promised, depending
upon the network traffic control mechanisms. Specific criteria may be call quality
(for mobile and fixed), connection speeds or throughput (for broadband).

The seven TRE dimensions are surveyed in terms of three service sectors: fixed, mobile, and broadband. Within each
of the three sectors, the TRE survey seeks stakeholders’ perceptions of each of the seven dimensions using a Likert
scale of: highly ineffective (-2); ineffective (-1); neutral (0); effective (1); highly effective (2); or insufficient information
to answer the question. (For the Uganda TRE exercise, all seven dimensions related to each sector appeared on
the same page of the survey instrument, allowing the respondent to easily make comparisons across different
dimensions. The survey instrument also included comment boxes to allow respondents to provide feedback that
complemented their judgements.)
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The RIA Uganda research team approached more than 90 potential respondents via a variety of online methods. Of
the potential respondents, 36 completed the TRE survey: eight from category 1, 11 from category 2, and 17 from
category 3. These 36 responses form the basis of the averages in Table 19 and the analysis that follows.

Table 19: Average perceptions of regulation across 7 dimensions in 3 sectors

Market entry

Access to scarce resources
Interconnection

Tariff regulation

Regulation of anti-competitive practices
Universal service obligations (USO)
Quiality of service (QoS)

Market entry

Access to scarce resources
Interconnection

Tariff regulation

Regulation of anti-competitive practices
Universal service obligations (USO)
Quality of service (QoS)

Market entry

Access to scarce resources
Interconnection

Tariff regulation

Regulation of anti-competitive practices
Universal service obligations (USO)

Quality of service (QoS)

Source: RIA TRE assessment data 2011-12

Neutral (2.9)

Ineffective (1.7)
Ineffective (2.4)
Ineffective (2.3)
Ineffective (2.0)
Ineffective (1.8)
Ineffective (1.9)
Neutral (3.4)

Ineffective (2.2)
Neutral (2.9)

Neutral (2.5)

Ineffective (2.3)
Ineffective (1.8)
Neutral (2.5)

Neutral (3.6)

Ineffective (2.7)
Ineffective (2.6)
Ineffective (2.5)
Ineffective (2.4)
Ineffective (2.1)

Ineffective (2.6)
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Fixed

Overall, the perception of regulation of the fixed sector in Uganda is negative, with access to scarce resources perceived
most negatively, followed by USO and QoS, as summarised in Figure 22.

Market entry

Allocation of scarce resources
Interconnection

Tariff regulation
Anti-competitive practices

Universal service obligations (USO)

Quiality of service (QoS)

-2 -1 0 1 2

Figure 22: Average responses for 7 dimensions of fixed sector regulation
Source: RIA TRE assessment data 2011-12

Market entry is the most positively perceived dimension for the fixed sector. (This might partly stem from the UCC'’s
efforts to provide operators with information about requirements to be met in order to qualify for a licence, combined
with the fact that there is no ceiling on the number of operators who can enter the market.)
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Mobile

Overall, the perception of regulation of Uganda’s mobile sector is negative, with USO and access to scarce resources
perceived as the most negative dimensions, as indicated in Figure 23.

Market entry

Allocation of scarce resources
Interconnection

Tariff regulation

Anti-competitive practices
Universal service obligations (USO)

Quality of service (QoS)

-2 -1 0 1 2

Figure 23: Average responses for 7 dimensions of mobile sector regulation
Source: RIA TRE assessment data 2011-12

Regulation of market entry has the most positive perception for the mobile sector (similar to this dimension’s rating for
fixed). Despite this positive assessment, some respondents stated that they feel the large players have to some extent
captured the regulator through committing of funds to the regulator’s coffers, resulting in a degree of regulatory
neglect of small players.

The interconnection dimension receives a better rating for the mobile segment than for the other two segments.
[However, at the same time, it must be noted that despite the UCC having instituted an interconnection rate to guide
operators, there have been media reports of operators suing each other over unpaid IDD revenues (Mugabe, 2011)].
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Broadband

Overall, perception of regulation of broadband — and of the value-added network service (VANS) providers reliant on
broadband - is negative, with USO the most negative dimension, as shown in Figure 24.

Market entry

Allocation of scarce resources
Interconnection

Tariff regulation

Anti-competitive practices
Universal service obligations (USO)
Quiality of service (QoS)

-2 -1 0 1 2

Figure 24: Average responses for 7 dimensions of regulation of broadband and VANS
Source: RIA TRE assessment data 2011-12

Anti-competitive practices, USO and QoS are the other negative dimensions for regulation of broadband and VANS
operators. Uganda's USO objectives do not clearly articulate what is expected of licensed operators when it comes to
broadband and VANS. Comments from respondents indicate that once operators are licensed, the operators do not
provide services in a regulated manner and customers are, to some extent, at the operators' mercy.

In terms of QoS, regulation of the broadband sector is more positively perceived than regulation of the fixed sector,
but less well-perceived than in the mobile sector.
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Historical comparison

Comparison with past Uganda TRE assessments reveals changing perceptions amongst respondents, as shown in
Figure 25. For tariff regulation, the trend in perception is towards more positive stakeholder views, while for all of the
other dimensions the trend is negative.

Market entry

Access to scarce resources

Interconnection & facilities

Tariff regulation

Anti-competitive practices
uso

QoS

2006 | 2009 | 2011

Figure 25: Trends in perception of TRE dimensions
Source: RIA TRE assessment data 2011-12

Improved perceptions of tariff requlation correlate with falling prices for services via increased competition amongst
providers, particularly in the mobile sector. The negative trend for market entry might reflect the growing feeling
amongst stakeholders (as reflected in their additional comments provided during the TRE exercise) that the large
players have too much influence on regulation. Regarding the QoS dimension, as the prices of access devices fall, and
more people acquire mobile handsets, TVs, radios, etc — with demand growing even in remote areas — such growth,
coupled with falling service prices, has created tremendous strain on providers' network QoS. At the same time, users
are becoming more market-knowledgeable and demanding better QoS, as reflected in the negative perception
trends in stakeholder perceptions of regulation of QoS. There is also evidence of increased stakeholder expectations
regarding regulation of USO.
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Cross-country comparison

In terms of overall TRE ratings, all of the 12 RIA countries assessed in the 2012 TRE exercise receive an overall score of
“ineffective’, as seen in Figure 26.

Rwanda
Namibia
Tanzania
Kenya
Chana
Nigeria
Uganda
Botswana
Cameroon
Mozambique
South Africa
Ethiopia

Ineffective <€ » Effective

Figure 26: Overall TRE assessments in RIA countries
Source: RIA TRE assessment data 2011-12

Rwanda’s average score, while negative, is the least negative among the 12 countries, while Ethiopia’s is the most
negative (i.e. Rwanda's regulation scores best, and Ethiopia’s scores worst, among the 12 RIA countries assessed). When
the 2006, 2009, and 2012 RIA TRE assessment data are considered across all RIA study countries, trends appear mixed,
as highlighted in Figure 27.
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2006 | 2009 | 2012
Rwanda
Namibia
Tanzania
Kenya
Ghana
Nigeria
Uganda
Botswana
Cameroon
Mozambique
South Africa
Ethiopia

Ineffective <€ » Effective

Figure 27: TRE trends in RIA countries
Source: RIA TRE assessment data

For some countries, such as Namibia and Kenya, the TRE trends are positive (suggesting regulation is becoming more
effective), while for other countries, such as Uganda and Ethiopia, the trends are negative (i.e. regulation is becoming
less effective). In terms of the 2012 ratings of the seven different regulatory dimensions, regulation of market entry
is seen as the least ineffective (i.e. the best-performing dimension) in four countries: Nigeria, Namibia, Uganda, and
Kenya (see Figure 28).
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Figure 28: Perceived effectiveness of regulation of market entry in RIA countries
Source: RIA TRE assessment data 2011-12

Among the seven different regulatory dimensions, USO regulation receives the lowest scores across the 12 RIA
countries assessed in 2012, as seen in Figure 29.

Ethiopia
Rwanda
Tanzania
Ghana
Namibia
Cameroon
Kenya
Nigeria
Mozambique
Uganda
Botswana
South Africa

Ineffective <& » Effective

Figure 29: Perceived effectiveness of USO regulation in RIA countries
Source: RIA TRE assessment data 2011-12
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Conclusions

It is evident from the results of the 2012 RIA ICT Survey that Uganda’s telecommunications sector is continuing to
expand, with key emerging trends including growing ownership of mobile handsets, growing mobile internet access,
and growing mobile money use. The drop in prices for both handsets and services has had a positive effect on the
growth of ICT access and utilisation. The contribution of the ICT sector to GDP has also increased significantly.

At the same time, however, Uganda continues to fall behind neighbouring countries in East Africa in certain respects.
Prices, despite the drops experienced, remain comparatively high; internet penetration is limited; and use of the
entire spectrum of services is still low when looked at across all segments of the population. The apparently high
teledensity of 52.1 overstates the reality that emerges when levels of handset ownership and multiple-SIM ownership
are factored in.

Overall perception of the regulatory environment is increasingly negative. While perceptions of regulation of market
entry and tariffs show positive trends, there are strong offsetting concerns about regulation of QoS and USO. The
regulatory transition based on a politically driven merger without a guiding policy or law inevitably created a degree of
regulatory paralysis. The generally poor perception of the regulatory environment can be seen as having as much to do
with this paralysis as with actual regulatory quality. Now that the law mandating convergence of telecommunications
and broadcasting regulation is set to become effective in early 2013, the converged regulator UCC needs to seek to
recover the time lost and re-stabilise the sector.

The entry of NITA-U as a player — assuming effective UCC coordination of its work — has the potential to introduce
significant positive changes, starting with NITA-U's initiatives to promote the use of IT in government and to grow IT-
enabled services, especially BPO.

Mobile money has had a disruptive effect on the financial services sector by challenging the traditional banking
industry while simultaneously opening up new opportunities for growth. Compared to the situation in neighbouring
Kenya, mobile money in Uganda is still in its infancy and thus mobile money looks set to be the most significant
emerging trend in the years to come in terms of the impact of ICT on human welfare and development in Uganda.
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Recommendations

How can ICT policy and regulation in Uganda be improved so as to ensure that a significant majority of Ugandans
have access to affordable ICT services and that the ICT sector plays an even more important role in the economy? The
sector’s current state points to several recommendations.

QoS and USO

Now that competition is maturing, the sector is stabilising in terms of its players, and consumers are becoming more
informed, it is recommended that regulation shift from an emphasis on attracting investment to ensuring better QoS
and coverage. This need is reflected in the views of TRE respondents who score the UCC's performance positively
on regulating market entry but negatively on management of both QoS and USO. There is a need for effective QoS
penalties, and the UCC must develop new approaches to the sharing of benefits from the growing ICT sector by re-
visiting USO targets and strategies.

Trade tariffs, taxes, and operator tariffs

Trade tariffs in Uganda remain among the highest in the East African region, certainly in comparison to Kenya and
Tanzania. This is compounded by the fact that Uganda’s income per capita is among the lowest in the region. The
high trade tariffs and domestic taxes must be re-examined at both policy and regulatory levels. At the policy level,
there needs to be a departure from taxing inputs to taxing outputs with telecommunications treated as an input to
business. For example, mobile phones and similar devices need to be re-categorised as computing devices so that
taxes on these items can be eliminated (e.g. Kenya eliminated domestic taxes on mobile phones). Such measures
would support the affordability of ICT services and yield more revenue for government in the medium- to long-term.
Even in the short-term, it is likely that government will see increased tax revenues through the increased volumes and
revenues of operators as the subscriber base continues to increase.

With regard to operator tariffs, the 2012 RIA Uganda ICT Survey’s findings on price sensitivity support the notion that
lower pricing can lead to significantly increased use. At the regulatory level, the UCC needs to carry out regular analysis
to ensure that operator tariffs become truly cost-based, particularly since the interconnection rate in Uganda remains
amongst the highest in the region.

New services

Government, the UCC, and now NITA-U must re-position themselves so as to better promote the growth of new
services in the market. In some service areas, policy and regulation are becoming increasingly multi-sector, requiring
collaboration among different bodies in order to ensure effective provision. A good example is mobile money, where
the BOU and the UCC need to work together with the aim of ensuring harmonious services based on a single licensing
process. And as innovators seek to use the mobile platform for other services, new policy-regulatory entities will likely
need to be drawn into a streamlined approach to regulate the mobile sector.

Uganda remains acutely short of policies and initiatives in support of mass ownership of connected devices, and
short of coordinated efforts to exploit ICT sector opportunities. The national exploitation of ICT can no longer be



Understanding what is happening in ICT in Uganda

addressed solely by the MOICT and its associated entities. Ministries responsible for health, education, agriculture,
and trade need to work with the MOICT to address matters of e-health, m-health, e-education, m-education, e-trade,
m-commerce, and e-support services for agriculture. A recent report by the World Bank and the African Development
Bank, entitled eTransform Africa, contains many lessons and strategies for Uganda to consider (World Bank, 2012). An
entrepreneurial culture is developing around the mobile market and this culture needs to be harnessed and nurtured.
An environment needs to be created in which operators are given incentives to open up their platforms to innovation
allowing entrepreneurs to start new businesses around existing mobile systems. This will require the MOICT, the UCC,
and NITA-U to jointly develop coordinated incentive strategies.
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