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I. INTRODUCTION   

Digital Financial Services (DFS) is a broad term that encompasses the provision of either 

payment, money transfer, savings, loans, investment and / or insurance via an electronic 

platform such as the internet and World Wide Web or through the use of Unstructured 

Supplementary Service Data (USSD) to an individual’s cellular phone, personal computer, 

personal digital assistant, and tablet amongst others. DFS entail the use of “technological 

innovations”
1
 such as “mobile phones, point-of-sale devices and networks of small-scale 

agents to offer basic financial services at greater convenience and lower cost than traditional 

banking allows”
2
. In developing countries like Uganda where the fixed telephony network 

and associated infrastructure were not fully developed at the advent of mobile telephony, 

digital financial services are synonymous with mobile money services (MMS) or mobile 

financial services (MFS). Nonetheless, digital financial services encompass a broad range of 

provisions such as mobile money transfer (MMT) and mobile banking (MB) as well as others 

not used on mobile gadgets. The MMT and MB constitute mobile financial services (MFS).  

DFS also known as branchless banking
3
 may not necessarily be cheaper in terms of monetary 

charges. Their cheapness arises from the time saved in opening accounts, queuing to get 

access to financial services and overall convenience. In order to assess the cheapness of DFS, 

one must look at the holistic economic costs such as opportunity cost of time spent queuing 

for traditional financial services delivery other than the narrower accounting costs such as 

withdrawing surcharge. In developing countries, DFS are associated with doing away with 

the challenges of the traditional brick and mortar financial services providers
4
 through the use 

of advances in Information Communication Technology (ICT). 

DFS can help overcome barriers associated with the traditional brick-and-mortar branches, 

thereby delivering financial services to the bottom of the pyramid clientele at lower economic 

costs
5
. The Consultative Group to Assist the Poor (CGAP)

6
 observes that 

The digital transactional data footprint this creates is helping spur offerings of more 

tailored financial services. [In addition], Governments are also using digital transactional 

platforms to deliver an increasing range and volume of payments and benefits, which often 

carries significant cost savings as well as providing a potential entry point into formal finance 

for recipients. 

Beyond bringing the unbanked and underserved into the formal financial services sector, DFS 

is the future of banking. Mobile banking is a very important channel in retail banking 

accounting for 60 percent of all digital traffic at some large banks in the developed world
7
. 

Furthermore, the convenience inherent in the mobile banking channel is highly attractive to 

consumers’ service level expectations such that in the short to medium term, it is likely to be 

the number one channel for millennials – a person reaching young adulthood around the year 

2000
8
.  
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Similar patterns of uptake exist in Emerging Market and Frontier Economies. Nonetheless, 

while Advanced Economies of the Northern hemisphere are reliant on adaptable ICT 

infrastructure from the fixed telephony era, in the Southern hemisphere the fixed telephony 

technology was largely state controlled
9
 and confined to capital and commercial cities. 

Further still, the fixed telephony ICT infrastructure is dilapidated and unreliable for DFS. In 

addition, the fixed telephony infrastructure relied on dial-up technology to connect to the 

internet using a modem. The shortcomings of internet connection associated with dial-up 

include long time to connect (10 seconds), slow speeds (a maximum of 56 Kilobits per 

second), several beeping and buzzing sounds, and the possibility of disconnection due to 

incoming telephone calls or another individual picking up an extension headset in the 

building
10

. Consequently, DFS providers in developing economies have to rely on mobile 

telephony to deliver the data required for such a service.  

In Uganda, the mobile telephony industry has an oligopolistic market structure dominated by 

a handful of foreign owned Mobile Network Operators (MNOs). The MNOs have had to 

install their own optical fibre cables to transmit data across Uganda as the state ICT 

infrastructure is inadequate. The inadequate development of fixed telephony in Uganda partly 

explained by the monopoly of Uganda Posts and Telecommunications Corporations 

(UP&TC) resulted into the underdevelopment of the country’s ICT infrastructure.  

By 1995, the time of the advent of mobile telephony in Uganda
11

, there were 0.19 fixed 

telephones per 100 people compared to 0.12, 0.28, 0.30, 0.37, 0.94, 1.11, 9.66, and 44.60 of 

Rwanda, Burundi, Tanzania, Nigeria, Kenya, Sub-Saharan Africa, South Africa, and 

Organisation for Economic Cooperation and Development (OECD), respectively
12

. 

According to the United States Central Intelligence Authority (CIA)
13

, the number of fixed 

telephone subscriptions that have grown by 426.03 percent to 324,442 subscriptions in 2014 

from 61,678 subscriptions in 2000
 
are still inadequate. However, work is being undertaken on 

a national backbone ICT infrastructure
14

. Despite that national backbone ICT infrastructure 

work that should have ideally linked the country via Kenya or Tanzania to the East African 

coast submarine optical fibre cables in 2011, international phone networks and internet 

connectivity are provided through satellite and VSAT
15

 (Very Small Aperture Terminal) 

applications
16

.  

Ideally, the country is supposed to be linked to the Eastern Africa Submarine Cable System 

(EASSy) and SEACOM through the ICT backbone infrastructure of coastal neighbours of 

Kenya and Tanzania
17,18

. Nevertheless, Uganda’s inland National Data Transmission 

Backbone Infrastructure (NBI) and the Electronic Government Infrastructure (EGI) are 

unreliable, inadequate, and hardly functional to support the country’s aspirations of e-

government and onward sale of bandwidth to private Internet Service Providers (ISPs) like 

Mobile Network Operators (MNOs) to reduce the acute shortage of bandwidth. Furthermore, 

the cost of 1 Megabyte (MB) of data which cost US$3,000 per month via satellite link was 

expected to drop by 80 percent to US$600 per month by switching to the coastal sub-marine 

cables
19

. 
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The Chinese funded and constructed US$100 million NBI and EGI project was expected to 

lay 2118 kilometres of optic fibre cable to link major urban centres. Nonetheless, the quality 

of the optic fibre cable used (G652) is inferior to what would have provided optimal results 

(G655)
20

. The inferiority of the G652 compared to the G655 emanates from the fact that the 

former exhibits a high Chromatic Dispersion (CD) in the 1550 nanometres (nm) wavelength 

which limits the possible transmission length without compensation
21, 22

. A detailed technical 

treatise of various Single Mode (SM) optical fibres which is outside the scope of the article 

can be found in the works of Alwayn
23

 among others.  

A comparison of Uganda’s NBI and EGI project with that of its South Western East African 

Community (EAC) neighbour Rwanda alludes to the inferiority of the former’s national 

infrastructure. For instance, Rwanda with a population of 11.3 million people
24 

in an area of 

26,338 square kilometres
25

 has deployed a national fibre optic backbone using 96 core single 

mode optic fibres
26

. In contrast, Uganda with a population of 34.9 million people
27

 in an area 

of 241,038 square kilometres
28

 has put in place a national fibre optic backbone using 24 core 

single mode optic fibres
29

. Issues of using multi-core fibres as one of the means of increasing 

optical transmission system capacity over a fixed bandwidth alongside others like multi-mode 

fibres, modulation using different amplitude levels, two orthogonal sub-carriers (cosine and 

sine modulation), polarisation and use of frequency in Wavelength Division Multiplexing 

(WDM) are articulated in the works of various authors
30, 31, 32

. The implication of these 

variances in the number of cores is that Rwanda’s data transmission is faster.  

The national backbone infrastructure of Uganda covers a distance of 2118 kilometres
33 

compared to the 2300 kilometres of Rwanda
34

. Using the total road length in the two 

countries as a proxy for the expected length of optic fibre cables to be laid, Rwanda has 

performed much better than Uganda. Rwanda and Uganda’s total road network are estimated 

at 4,700 kilometres and 20,000 kilometres, respectively
35

, translating into optic fibre cable 

distance laid to road length ratios of 48.94 percent and 10.59 percent. Overall, optic fibre 

cable coverage in Uganda is inadequate both in terms of distance covered and quality. Further 

still, the complex land tenure system in Uganda mainly the mailoland tenure sub-system in 

the Central Region which involves dichotomous ownership, that is, a single parcel of land has 

ownership and user rights entitlements, implies that compensations for cable routes may not 

have adequately addressed the dichotomy thereby compromising the safety of optic fibre 

cables buried in mailoland parcels. Consequently, manual damages to these optic fibre cables 

are likely to be high. 

The inadequate physical infrastructure has resulted into substandard security of the internet 

and e-government. Cases of losses via payment systems such as the attempt to fraudulently 

wire UGX 27billion (US$ 8million) to personal accounts in Singapore and Hong Kong 

through Straight through Processing (STP)
36

; loss of UGX 10billion (US$ 3.4million) from 

MTN
37

; and rampant Automated Teller Machine (ATM) skimming
38, 39 

among others are 

symptomatic of the high vulnerability and fragility of Information Communication 

Technology in Uganda. Nonetheless, the causes of these risks are not entirely on account of 

the physical infrastructure.  
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There are a myriad of other reasons that have contributed to the high cases of cybercrime in 

the country such as haphazard adoption of advanced technologies without adequate cyber 

security; vulnerability of ICT systems have attracted criminal gangs to these softer targets 

compared to systems in the Northern hemisphere
40

; as well as the inadequate implementation 

of laws on account of inadequate forensic knowledge and expertise which makes it difficult 

for the state to track perpetrators of these cybercrimes
41

. 

According to the Uganda Police Annual Crime and Road Safety Report
42

,  

Cybercrimes reported in Uganda during 2013 were 45 cases worth UGX 

18.1billion (US$ 7million) compared to 62 cases worth UGX 1.5billion (US$ 

579,000) in 2012. The crimes included electronic frauds, phishing (password 

harvesting), email hacking, pornography/defamation, offensive communication, 

mobile money frauds, SIM Card swapping and ATM/VISA frauds among others. 

Furthermore between the month of August and November 2014 only, mobile money 

frauds caused a loss of over UGX 207million (US$80,000) to the users. Within the 

same year, ATM/VISA frauds led to a loss of over UGX 1.2billion (US$460,000) 

from over 700 victims by use of scheming devices installed onto ATMs located in 

Kampala and other areas.  

Overall, Uganda loses between US$ 1million (UGX 2.4billion) and US$ 10million (UGX 

24.9billion) annually in bank fraud
43, 44

. The loss occasioned by cybercrimes in 2019, 2018, 

and 2017 was UGX11.45billion (US$3.09million), UGX0.61billion (US$0.16million), and 

UGX169.53billion (US$46.94million), respectively (Uganda Police Annual Reports, 2017; 

2018; 2019). 

Figure 1: Economic Crimes in Uganda from 2008-2019  

 -

 2,000.00

 4,000.00

 6,000.00

 8,000.00

 10,000.00

 12,000.00

 14,000.00

 16,000.00

 18,000.00

 20,000.00

0.00

200.00

400.00

600.00

800.00

1,000.00

1,200.00

1,400.00

1,600.00

2
0

0
8

2
0

1
0

2
0

1
2

2
0

1
4

2
0

1
6

2
0

1
8

2
0

2
0 N
o

. 
o

f 
e

co
n

o
m

ic
 c

ri
m

e
s 

(o
b

ta
in

in
g

 m
o

n
e

y
 b

y
 f

a
ls

e
 

p
re

te
n

se
)

N
o

. 
o

f 
e

co
n

o
m

ic
 c

ri
m

e
s 

Forgery & Uttering of false documents Counterfeiting Issuing false cheques

Embezzlement Cyber (computer) crimes Bank & Other Corporate Frauds

Abuse of Office Causing Financial Loss Obtaining money by false pretense

Source: Uganda Police Force Annual Crimes Reports 2008 to 2019 

 



7 

 

As shown in Figure 1, the share of cyber (computer) crimes in total economic crimes (private 

sector fraud) is on the rise. On average, over the last 12 years (2008-2019), cybercrimes 

constituted 0.72 percent of economic crimes. 

These cyber security threats pose a serious risk to the integrity of the e-government system 

and internet in Uganda generally. Coupled with the inadequacy of the physical government 

ICT infrastructure, these cyber security threats which are more likely to be exacerbated in the 

government ICT infrastructure have driven certain government ministries, departments, and 

agencies such as the Bank of Uganda to rely on private mobile network operators (MNOs) as 

their Internet Service Providers (ISPs). For instance, wholesale payment systems in Uganda 

like the Real Time Gross Settlement (RTGS), Electronic Funds Transfer (EFT), Central 

Securities Depository (CSD) system, Bank of Uganda’s Banking System (BBS), and Bank of 

Uganda’s Banking System Internet Banking platform (BBS Connect) rely upon internet 

provided by MTN Uganda Limited as well as Uganda Telecom Limited as the alternate / 

back up ISP.  

Given that these ISPs are also owners of retail payment systems, namely MTN mobile money 

and M-Sente, they are ideally competitors to the Bank of Uganda’s wholesale payment 

systems. While the probability of these ISPs switching off the internet upon which the entire 

wholesale payment system of the country relies is minimal on account of the Service Level 

Agreements (SLAs) signed with the Bank of Uganda (BoU), as well as code of ethics and 

legislation by Uganda Communications Commission (UCC), the risk remains potent 

nevertheless. UCC’s February 19, 2016 and May 12, 2016 directive to MNOs to switch off 

mobile money and/or social media platforms on account of an alleged national security 

concern further underscores the danger relying on ISPs not directly under BoU’s regulation 

and supervision poses to the national payment system security, reliability, and efficiency
45

. 

Furthermore, reliance on private ISPs undermines the means through which the Bank 

executes monetary policy and thereby indirectly affects Central Bank autonomy provided for 

in the Constitution of the Republic of Uganda 1995 as amended in 2006 as well as the Bank 

of Uganda Act 2000 Cap 51 Laws of Uganda 2000. Article 162 section 2 of the Constitution 

states that “in performing its functions, the Bank of Uganda shall conform to this Constitution 

but shall not be subject to the direction or control of any person or authority”. 

The ISPs / MNOs such as MTN, UTL, Airtel, Vodafone, and Smile Telecom amongst others 

operational in Uganda on which government ministries, departments and agencies rely utilise 

Global System for Mobile Communications (GSM) wireless and mobile technologies such as 

EDGE (Enhanced Data rates for GSM Evolution), ADSL (Asymmetric Digital Subscriber 

Line), WiFi, Metro Ethernet, WiMAX (Worldwide Interoperability for Microwave Access), 

EV-DO (Evolution Data Optimised Network of technology from CDMA [Code Division 

Multiple Access]), HSPA (High Speed Packet Access) and LTE (Long Term Evolution). The 

diversity of technologies as well as the shift from satellites to submarine fibre optic cables for 

international connectivity has enabled the prices for international bandwidth to fall even 

though they remain high in terms of Purchasing Power Parity (PPP) when compared to other 



8 

 

African countries
46

. Nevertheless, retail pricing of broadband services remains relatively 

expensive partly on account of the low internet penetration estimated at 22 percent
47

.  

The market dominance of MTN Uganda Limited (the primary ISP of the BoU) in the 

broadband market implies that it has a high clientele demand for its services. This coupled 

with the fact the alternate / backup ISP Uganda Telecom Limited is mired in unsustainable 

financial troubles
48

 suggests that the wholesale payment systems which rely upon the internet 

services of these ISPs face a risk of disruption. In other words, managing business resumption 

risk using Internet Service Providers that use the same source of international broadband 

connectivity and similar technologies undermines use of risk diversification as strategy in 

ensuring that business continues in case of a disruption to the submarine fibre optic cable. 

Despite their high cost, satellite internet service providers such as Arabsat, GlobalTT, Yahsat, 

and iWay Africa amongst others offer viable alternatives for backup purposes which are 

critical for risk diversification as a strategy for managing business resumption risk. The 

inefficient and unreliable nature of government’s National Backbone Infrastructure (NBI) and 

its associated challenges imply that a strategic asset like the national payment system is 

reliant on foreign owned multinational mobile network operators (MNOs).   

II. THE DIGITAL FINANCIAL SERVICES LANDSCAPE IN UGANDA  

2.1 Meaning of Digital Financial Services  

The payment ecosystem consists of institutions, infrastructure, intermediaries, as well as 

rules, procedures and processes which facilitate the movement of monetary value from one 

location to another within a defined geographical jurisdiction
49

. In Uganda, the payment 

ecosystem consists of two levels, that is, the wholesale and retail payment system. The focus 

of this article is the retail payment system dominated by mobile money. 

The DFS landscape in Uganda is composed of both wholesale and retail payment systems 

based on information communication technology (ICT). The DFS is a broad term that 

encompasses financial infrastructure such as automated payment systems in traditional brick 

and mortar financial institutions (TB&MFIs) as well as mobile financial services (MFS). The 

MFS are composed of mobile banking and mobile money
50, 51

. 

Mobile money is a term used to refer to money stored using the subscriber identity module 

(SIM) as an identifier as opposed to an account number in the conventional banking sense
52

. 

Mobile money is money that can be accessed and used via a mobile phone
53

. Mobile money 

services can be broadly categorised into m-transfers, and m-payments
54

.  

M-transfers also known as person-to-person or peer-to-peer (P2P) transfers entail the 

movement of monetary value from one individual to another without an exchange of goods 

and services
55

. These P2P transfers involve both domestic and international remittances
56

.  

M-payments entail the transfer of monetary value from one entity to another accompanied 

with an exchange of goods and/or services
57, 58

. M-payments therefore involve informal 

transactions for goods and services among peers as well as formal transactions such as paying 
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for taxes, cable television, utility bills, and parking fees among others. The latter category of 

formal transactions is what is termed as customer-to-business (C2B) transactions. Similarly, 

business-to-customer (B2C) transactions also exist mainly in gaming (gambling) industry. 

For instance proceeds of a customer who may have successfully predicted a bet are wired 

directly to their mobile money account. An example of a company that uses B2C transactions 

in East Africa is Betway. 

‘Mobile banking refers to the use of a mobile phone to perform transactions on one’s account 

in a licensed institution (including balance inquiries, mini-statements, statements and cheque 

books requisitions, forex rates enquiries and funds transfer to other nominated bank 

accounts)’
59

. Mobile banking services are based on the bank’s own legacy systems and 

offered to the bank’s own customers. Mobile banking services utilize a mobile device such as 

a mobile phone or Personal Digital Assistant (PDA) as a delivery channel or intermediary 

between the conventional banking account and the final beneficiary of the financial 

transaction such as a merchant (with electronic Point of Sales – POS). It is an evolution of the 

bank’s legacy from (i) ‘traditional brick and mortar, (physical branches where most 

interactions are face to face), to (ii) ‘click and mortar’ (multi-channel delivery approach 

involving the use of physical branches and ICT/electronic commerce), and finally to (iii) 

‘click’ (most transactions are driven by ICT/electronic commerce)
60

. 

2.2 History of Digital Financial Services in Uganda   

Since the advent of commercial banking in Uganda in 1906 till 1998, the most dominant 

forms of payment were paper instruments, namely cash and cheques. Table 1 shows the 

evolution of payment systems in Uganda since 1906. 

Table 1: Evolution of payment systems in Uganda since banking introduction in 1906 

Time Period  Milestone of Uganda’s financial services industry  

1906 Branch of National and Grindlays Bank of Calcutta, India opened a branch at 

Entebbe by team led by J.B. Struthers  

1998 National Payment System Secretariat (NPSS) is established to develop an 

effective, efficient and secure national payment system 

2002 In May 2002, Electronic Clearing System (ECS) implemented  

2003 In August 2003 Electronic Funds Transfer (EFT) system is implemented for 

system provides fast, convenient, reliable and secure domestic payment and 

collection of funds. 

Implementation of Payments system oversight begins in October 2003. 

2005 The Real Time Gross Settlement System (RTGS) is introduced in February 

2005 to facilitate safe, secure and real-time transmission of high value funds 

between accounts in different financial institutions. The system has improved 
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Time Period  Milestone of Uganda’s financial services industry  

efficiency in payment systems by mitigating settlement risk and eradicating time 

lag for settling high value and time critical payments.  

2007 In July 2007, a cheque cap of UGX 20 million implemented to minimise fraud  

2008 Upgraded the RTGS from a client to a web based system  

2009 Implemented multi-currency clearing on the RTGS with two sessions in the 

morning and afternoon  

Local clearing of items denominated in foreign currency implemented.  

In March 2009, MTN Uganda Limited launched mobile financial services  

2013  Implemented Central Securities Depository (CSD) to handle the Treasury bills 

and bonds settlement  

The East African Cross Border Payment System (EAPS) goes live in Kenya, 

Rwanda, Tanzania and Uganda.  

2014 Implemented the COMESA Regional Payment and Settlement System (REPSS) 

to facilitate faster cross border trade payments among COMESA states and to 

enhance trade among them. 

2016 In January 2016, the Financial Institutions Act (Amendment) Bill 2015 is 

passed, paving the way for introduction of Agent Banking which is likely to rely 

immensely on mobile money agents  

2018 In April 2018, the Bank of Uganda introduced the automated cheque clearing 

system / cheque truncation system which removed the physical movement of 

cheques between Supervised Financial Institutions (SFIs) and across SFIs 

branches thus speeding up the process of cheque clearance, settlement among 

SFIs and realisation of funds by beneficiaries. 

2020 On July 29, 2020, His Excellency the President of the Republic of Uganda 

assents to the National Payments Systems Act 2020 which had been passed by 

Parliament in May 28, 2020  

Source: Modified from Mutibwa
61

 

From 1906 through 1997, traditional brick and mortar financial institutions (TB&MFIs) were 

the backbone to financial services delivery in Uganda. Nonetheless, technological 

innovations have influenced the financial services industry in a profound manner
62

. Initially 

thought of as an automation endeavour in Uganda’s financial industry, today ICT is a 

strategic and critical success factor in Uganda’s financial system
63 

and beyond
64

. Use of ICT 

in Uganda’s payment infrastructure has evolved from a private leased line between the Bank 



11 

 

of Uganda and Ministry of Finance
65

 to internet or World Wide Web based systems. In the 

process, ICT has minimised the temporal and spatial barriers that limited customers’ access to 

their savings
66, 67, 68

. Overall, ICT has revolutionalised the financial services industry and 

created new opportunities
69, 70

. 

Between 1906 and 1966, Uganda’s payment system was being run by the East African 

Currency Board (EACB) that issued the East African Shilling the currency of the time. The 

EACB relied upon agents to distribute the currency as it did not have a presence everywhere 

in the country. The agent in Uganda was National & Grindlays Bank. The payment system 

relied on the postal system that delivered the cheques from one point to another. The postal 

system was efficient such that it took two (2) days to clear a cheque drawn on any branch in 

Uganda.  

At the time of opening the Bank of Uganda in August 1966, the EACB system was 

maintained. Nonetheless, on account of civil strife, insecurity and deteriorating economic 

conditions, the efficacy of the system suffered immensely. For example by 1987 at the start 

of the financial sector reform program (FSRP) the number of cheques processed in the 

clearing house stood at 1,200 per day down from 5,300 per day in December 1967. In 

addition, the period 1960s through 1990s, all payment transactions in Uganda were manual. 

People’s trust in cash had also increased largely on account of the banking system that had 

shrunk, moral decadence that was manifested by an increase in number of bounced cheques 

and general economic malaise. 

Uganda’s earliest efforts at payment system automation date back to the early 1990’s when 

the country acquired a minicomputer (IBMAS/400) from the International Business Machines 

(IBM). These minicomputers were owned by both the Bank of Uganda (banker to 

government ministries, departments and agencies) and Uganda Computer Services (UCS) 

(processor of government’s cheques). The UCS system would process and print cheques for 

government suppliers, employees, and other beneficiaries. The UCS would then share the 

information with the details of the printed cheques with the Bank of Uganda using a floppy 

disc. The information would be used for verification of cheques presented for payment at the 

Bank of Uganda. In the mid-1990s, a leased line (private bidirectional or symmetric 

telecommunications line between two or more locations provided in exchange for a rent) was 

created between the Ministry of Finance and Bank of Uganda. 

ICT uptake in the financial services sector was manifested in 1993 when Bank of Uganda 

designed and launched a website intended to disseminate financial services information
71, 72

. 

In 1997, Standard Chartered Bank Uganda Limited introduced the first automated teller 

machine (ATM) in Uganda and other financial institutions followed
73, 74

.  

At the regional level, following the Asian currency crisis of 1997, the East African 

Community (EAC) Partner Central Banks’ Governors Monetary Affairs Committee (MAC) 

resolved to create and expedite the process of automating and modernising national payment 

systems. The resolution was informed by the analysis that the Asian currency crisis had been 

partly precipitated by the inefficiencies of payment systems in the East Asian region that 
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culminated into financial instability.  In Uganda, the National Payments Systems Secretariat 

(NPSS) was the entity created to drive the automation process.  Ever since the creation of the 

NPSS in 1998, the payment systems have grown rapidly.  

By 2017, the Uganda National Interbank Settlement System (UNISS) consisted of the real 

time gross settlement system (RTGS) which formed the backbone of the payment system. It 

is this backbone infrastructure that supports the other wholesale payment systems, namely 

electronic money transfer methods (electronic credit transfers and electronic direct debits), 

payment cards (debit, credit, and in-store value cards), wire transfer using Society for 

Worldwide Interbank Financial Transfers (SWIFT), telephone banking as well as internet 

payments. In addition, it is the RTGS that forms the interconnectivity with the regional 

economic communities’ payment systems, namely East African Payment System (EAPS), 

COMESA (Common Market for East and Southern Africa) Regional Payment System 

(REPSS), as well as the tripartite EAC-COMESA REPSS-SADC (Southern Africa 

Development Corporation) arrangement. 

In March 2009, the proliferation of mobile telephony in Uganda that had started in 1995 with 

the launch of Celtel Telecommunications Company resulted into a money transfer service. 

This opened up the retail payment space in Uganda. Today, various retail payment systems 

reliant on ICT exist with different brand names such as PayWay, NewWay, Micropay, Peebo, 

Yo!, and flexipay among others.    

2.3 Current status of Digital Financial Services in Uganda    

The introduction of mobile telephony in Africa in the 1990s has provided an opportunity for 

developing countries to leap frog the need for filling the communications infrastructural 

development gap through the traditional way of fixed telephony that entailed setting of wires 

over poles for long distances. The rapid uptake of mobile telephony can be attributed to the 

failure of the old telecommunications systems to create a reliable, open and widespread 

system for transmitting information; failure and inability of the old system to meet consumer 

demand; and the rise of economic globalisation and accelerating international competition 

that make ICT a critical success factor
75

. 

The statistics of the adoption of mobile telephony is very impressive in developing countries. 

Globally, as at January 2017 there are about 7.5 billion active cell phones
76

 with 4.917 billion 

unique mobile users
77

 pointing to a penetration of 66 percent of the world’s 7.476 billion 

people in contrast to 1.147 billion fixed telephone line subscriptions
78

.   

In Africa, the proportion of mobile telephones ownership exceeded fixed lines in the 1990s
79

 

with Uganda being one of the first African nations where cellular phones exceeded fixed 

lines. By 2017, Uganda boosted of 24.26 million cellular phone subscriptions (approx. 60.65 

per 100 inhabitants) against 263,963 fixed lines (approx. 0.660 per 100 inhabitants)
80

. Fixed 

line subscriptions declined from 328,811 fixed lines (0.819 per 100 inhabitants) in 2015 

while cellular phone subscriptions rose from 20.22 million (50.373 per 100 inhabitants) in 

2015
81

.  
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Mobile phones as the most prevalent Information Communication Technology (ICT) have 

been leveraged to overcome infrastructural development gaps in the sectors of 

communication and transport, most especially movement of monetary value
82

. The cellular 

phone ICT has been most adaptable in products and services that are information intensive 

and can easily be automated such as financial services, purchase of online content and buying 

of airtime
83, 84, 85

. For example  

Prepaid airtime vouchers could be used as a way to transfer money. Someone 

who wished to send money back to the village would buy airtime but rather than 

loading it into the phone, the person would call the shared village phone operator and 

reads the code. The airtime would then be bought by the village phone operator and 

the transfer would be completed when the operator handed over the money, minus a 

commission, to the waiting recipient
86

.   

Such technology appropriation has been overtaken by more recent innovations, that is, the 

introduction of a fully-fledged mobile money transfer system. Alongside cash, mobile money 

may be the most popular retail payment mechanism in Uganda
87

. Effective July 2018, the 

Uganda Communications Commission (UCC), the regulator of mobile network operators 

(MNOs) banned the use of prepaid airtime scratch vouchers on account of the inability of 

MNOs to trace who had loaded them. The inadequate traceability had proved to be a source 

of insecurity in the country as terrorists and money launderers could use these airtime cards 

for moving monetary value around.   

Other payment systems such as Electronic Funds Transfer (EFT) and Real Time Gross 

Settlement (RTGS) remain largely urban based targeting the elite who are TB&MFIs account 

holders. The overall Uganda National Interbank Settlement System (UNISS) which 

comprises of RTGS, EFT, and cheques totalled 1.1 billion transactions worth UGX27,911.69 

million in December 2017
88

 from 0.2 billion transactions worth 6,319.34 million in July 

2008
89

. 

Figure 2 shows the evolution of the transaction volumes and values on a monthly basis from 

July 2008 through December 2017. On account of the fact that all transactions through the 

Uganda National Interbank Settlement System (UNISS) require the individual to have a bank 

account, the coverage of the UNISS system remains constrained to the urban elite largely 

engaged in formal employment given that the holders of bank accounts were 9.05 million in 

2017 compared to 6.05 million in 2015
90

 and 2.2 million in 2007
91

. 
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Figure 2: UNISS Transaction volumes and values from July 2008 to December 2017 
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In contrast, the number of registered mobile money customers stood at 29,900,937 people in 

August 2020 from 10,011 people in March 2009. The total volume of mobile money 

transactions rose to 312.779 million transactions in August 2020 from 0.011 million 

transactions in March 2009. Similarly, the total value of transactions rose to UGX57.915 

trillion (in first 8 months of CY2020) and UGX73.092 trillion (CY2019) from UGX3.75 

trillion in 2011. Total value of transactions as a proportion of GDP in current prices rose to 

57.386% in CY2019 from 0.211% in CY2009.  

In addition, Automated Teller Machines (ATMs) which are access points of brick and mortar 

branches over a 24 hour cycle remain urban based in Uganda and limited in number standing 

at 888 machines as at December 2019 up from 625 machines in December 2010 
93

. Over the 

same period, the commercial bank branches rose to 592 outlets in December 2019 from 525 

outlets in June 2011. Given the fact that most ATMs are located within or in close proximity 

to physical branches, their outreach may not be very different from their branches. For 

instance, the headquarters of Centenary Bank one of the indigenous commercial banks in 

Uganda has 24 operational ATMs in one location. 

Generally, like the UNISS payment system, 57.0 per cent of bank branches and 64.4 per cent 

of ATMs are located in the Kampala and Metro regions of Uganda respectively
94

. The pattern 

is similar to the 2009 distribution shown in Table 2.  
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Table 2: ATM distribution countrywide as at December 2009 

 Kampala Mbarara Jinja Mbale Arua Gulu Others Total 

ATMs 216 22 21 21 17 17 222 536 

Percent 40.30% 4.10% 3.92% 3.92% 3.17% 3.17% 41.42% 100.00% 

Source: Bank of Uganda 2010
95

 

The UNISS payment system is a wholesale system that is used for the bulk of government 

and business payments while mobile money is largely a retail payment system. In a 2012 

survey of 3,000 Ugandan households, mobile money is urban based and ‘rural users travel 

longer distances and spend more money on transportation than urban users to reach an 

agent’
96

. 

An online survey of 404 urban dwellers in Kampala Capital City Authority (KCCA) 

jurisdiction found out that mobile money is used for a multiplicity of roles
97 

as shown in 

Table 3.   

Table 3: Uses of mobile money in Uganda  

Reason for sending or receiving money   Total Percent 

Top up airtime  46 11.39% 

Pay or receive payment for goods and services 10 2.48% 

Pay school fees for myself or someone else 5 1.24% 

Pay for cable television 2 0.50% 

Pay for utilities e.g. electricity and water 17 4.21% 

Transfer money to my bank account 0 0.00% 

Pay for my bus or taxi fare  0 0.00% 

Pay for traffic or other government related 

penalties and other taxes 

0 0.00% 

Combination of two or more of the above  315 77.97% 

Not Applicable (No Responses) 9 2.23% 

Source: Based on Doctoral Thesis
98

 

The combination of two or more other uses of mobile money beyond sending or receiving 

person-to-person (P2P) transfers accounted for 77.97 percent of the respondents. The findings 

concur with Mwami
99 

who points out that as at December 2014, at least 96 percent of 

transaction volumes under mobile money were person to person transfers (P2P), bill pay, or 

airtime. The shares were as follows airtime top-up (62.3%), person to person transfer 
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(25.1%), bill payment (8.9%), bulk disbursement (2.3%), merchants’ payment (1.3%), and 

international remittance (0.1%).  

Despite the progress made in DFS space in Uganda, the legislation still lags behind the 

innovations. Currently, a multitude of legislations exist and these often need to be consulted 

simultaneously to allow any DFS practitioner make sense of the laws affecting them. These 

legislations include the Electronic Transactions Act 2011, Computer Misuse Act 2011, 

Electronic Signatures Act 2011, Financial Institutions Amendment Act 2016, Contracts Act 

2010, Anti-Money Laundering Act 2013, Anti-terrorism Act 2002 as amended 2015, and 

Bank of Uganda Mobile Money Guidelines 2013. Owing to the fact that most of the 

wholesale payment systems were domiciled in traditional brick and mortar financial 

institutions (TB&MFIs), the Bank of Uganda Act Cap 51 Laws of Uganda 2000 is a 

necessary legislation as well. Nevertheless, it does not explicitly empower the Central Bank 

of Uganda to provide regulation, supervision, and oversight to national payment systems. The 

National Payments Systems Act 2020 and proposed amendments to the BoU Act seek to 

define that role.  

III. MOBILE MONEY ARCHITECTURE 

As shown in Figure 2, the mobile money architecture can be thought of as a four level 

ecosystem consisting of end users / customers / clientele, cash in or out points (mobile money 

agents and ATMs), business model shareholders, and regulators.  

Level one of the ecosystem consists of the general public who are end users. The general 

public above 15 years of age with the capacity to constructively deal with the financial 

services sector is estimated at 20,535,298 million people compared to 29,900,937 mobile 

money accounts and 15,423,426 bank accounts. This does not mean that most people aged 15 

years and above have mobile money accounts as a single individual may have a multiplicity 

of accounts from the various MNO providers.  
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Figure 2: Mobile Money Architecture in Uganda  
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Level two of the ecosystem consists of cash in or out points, namely mobile money agents 

(super agents and individual agents) as well as automated teller machines (ATMs). The 

MNOs have agents who are the direct conduits to the general public. These agents are of two 

categories, namely super agents who have franchise agreements like Simba Telecom and 

Nilecom as well as individual agents who can either deal via a super-agent or have a 

commission service level agreement with the MNOs.  

With the introduction of cross border mobile money transfers by MNOs, the traditional 

money remittance companies like Western Union and Money Gram have become part of the 

ecosystem. The money remittance companies receive workers’ remittances from offshore 

workers and can either channel them to the commercial bank accounts of resident recipients 

or directly to their mobile money accounts.   

Numerically, the individual agents are more than the super agents. As at August 2020 there 

are 371,617 mobile agents up from 23,153 mobile agents in January 2013. However, the 

number of mobile money agents should be analysed with care as a single agent may service 

more than one mobile network operator. Both the super and individual agents can deal 

directly with the general public.  

Individuals with bank accounts and mobile money accounts have the possibility in which the 

latter can be linked to the former such that an individual can move monetary value across the 

two seamlessly (Wallet to Bank [W2B] and Bank to Wallet [B2W]). This seamless 

connection allows the user to pull monetary value from the bank account into the mobile 

money account and vice versa. The money deposited at a mobile money agent can be 

withdrawn via an MNO or commercial bank automated teller machine.    

Apart from the obvious advantages of better managing of one's finances, this interconnection 

in the payment ecosystem provides a potential source of revenue to the commercial banking 

system which may have reduced the subtle resistance the commercial banks had towards 

mobile money when it had just been launched. However similar opportunities for 

collaboration have not yet materialised amongst MNOs such that full interoperability remains 

a challenge. It is marred by competing objectives of the MNOs and the absence of a mobile 

money clearing and settlement platform.  

Level three consists of the business model shareholders, that is, mobile network operators 

(MNOs) and commercial banks. Mobile network operators (MNOs) are the providers of the 

electronic platform through which monetary value is transmitted from person to person 

(P2P), business to business (B2B), business to person (B2P) and / or person to business 

(P2B). Examples of P2P are many as indicated by the volume of mobile transfers across the 

system. Person to business (P2B) are exemplified by payments such as pre and post-paid 

electricity to Umeme, water bills to National Water & Sewerage Corporation (NWSC), 

prepaid cable television to networks like Star times, Digital Satellite Television (DSTV and 

its GoTV subsidiary), and Azam amongst others. The business to business (B2B) and 

business to person (B2P) are not yet as dominant as P2P and P2B transactions. As at 

December 2014, 96.3 percent of the transaction volumes under mobile money are airtime top-
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up (62.3%), P2P transfer (25.1%), and bill payment (8.9%)
100

. Other uses included bulk 

disbursement (2.3%), merchants’ payment (1.3%), and international remittance (0.1%).  

Commercial Banks that are supervised by the Central Bank of Uganda are tasked with 

holding the escrow account of the MNOs. In addition, they are also the custodians of the 

savings, time, and demand deposit accounts of the 9.05 million bank accounts.  

Level four consists of the regulators, namely Uganda Communication Commission (UCC) 

and Bank of Uganda (BoU). According to the UCC website, the commission was established 

to “implement the provisions of the Uganda Communications Commission Act 2013 with a 

principal goal of developing a modern communications sub-sector and infrastructure”.  

In this regard, it is responsible for the licensing and supervision of MNOs. With regard to 

mobile money, the UCC has a memorandum of understanding with Bank of Uganda (BoU) 

that provides the backbone to the collaboration in the regulation of the product. The UCC will 

ensure that the ICT platform is well managed while BoU undertakes to regulate and supervise 

commercial banks. The Bank of Uganda mobile money guidelines are some of the benefits of 

that collaboration.  

The mobile money guidelines provide the regulatory framework for mobile money in Uganda 

and seek to
101

: - (i) provide clarity to stakeholders; (ii) outline approval procedures; (iii) 

stipulate roles and responsibilities; (iv) foster consumer protection; (v) enhance competition; 

and promote financial inclusion. The guidelines apply to all mobile money service providers; 

all BoU licensed institutions partnering with mobile money service providers; all mobile 

money agents; and mobile money customers
102

. 

IV. POTENTIAL SOURCES OF RISKS AND SAFETY CONCERNS 

4.1 Insights from primary data - a survey of urban dwellers  

In a survey of 404 urban dwellers within in the jurisdiction
103

 of Kampala Capital City 

Authority (KCCA), most respondents (77.48 percent) as shown in Table 4 identified a 

“combination of two or more challenges” when asked to identify the bottlenecks they 

encounter when using mobile money.  

Table 4: Challenges faced by mobile money users (N=404) 

Challenge Number of Respondents  Percent  

Lack of cash or liquidity / float at the 

agents 

17 4.21% 

Fear of losing one’s mobile phone 7 1.73% 

Long queues / lines at the agent’s 

location 

3 0.74% 

Network failure 55 13.61% 
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Challenge Number of Respondents  Percent  

Operating Hours 2 0.50% 

Safety and physical agents’ location 3 0.74% 

Combination of two or more challenges 

above  

313 77.48% 

Not Applicable / No Response 4 0.99% 

Grand Total  404 100% 

 Source: Based on Doctoral Thesis
104

 

The frequency of each of the challenges in the category “combination of two or more 

challenges” include: lack of cash or liquidity or float at the agents (250); fear of losing one’s 

mobile phone (58); long queues or lines at the agent’s location (30); network failure (400); 

operating hours (94); as well as safety and physical agent location (137).  

The challenges identified in the study are the more visible and/or tangible risks. Nonetheless, 

there are other risk factors that can curtail the use of mobile money for financial inclusion 

purposes. These are discussed in the subsequent section.   

4.2 Insights from secondary data  

The letter of the Executive Director, Uganda Communications Commission (UCC) to all 

MNOs dated April 11, 2017
105

 communicating a government directive to have all subscribers 

of telecommunication services update and validate their Subscriber Identity Module (SIM) 

card registration details using the National Identification card Number (NIN) within seven (7) 

calendar days or face deactivation suggests a state of disarray in the sector as far as know 

your customer (KYC) is concerned. It is a state of disarray because the Government of 

Uganda appears not to trust the identification data held by MNOs that was based on other 

forms of Identity Documents (IDs) like birth certificates, Local Council I (village) IDs, 

driving permits, and passports etc. FinScope 2018
106

 results suggest that less than 20 percent 

of adults meet stringent KYC requirements partly supporting the GoU’s call for re-

registration of SIM cards.    

The subsequent advice to UCC by the Information Communication Technology Association 

of Uganda (ICTAU) and Uganda Law Society (ULS) to reconsider the directive was refused. 

The reasons advanced by ULS and ICTAU for the advice included:- (i) illegality of the 

directive  with regard to the 1995 Constitution of the Republic of Uganda as amended in 

2006, section 55 of the Registration of Persons Act, 2015and Regulation 7(3) of the 

Interception of Communications Instrument No. 42 of 2011; (ii) insufficient time allowed for 

re-verification of SIM cards; (iii) the fact that MNOs are unable to validate national identity 

cards as the database is housed in the National Identification and Registration Authority 

(NIRA); and (iv) impact on customers with mobile money wallets and the general financial 

services sector. However, despite the rationale provided by ULS and ICTAU, the line 
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minister (Minister of Information Technology and Communication) in the cabinet of Uganda 

as well as the Prime Minister of the country continued to back the UCC till the High Court 

issued an interim order on April 18, 2017 and an injunction on April 19, 2017 restraining 

UCC and MNOs from implementing the directive. Subsequently, the GoU through the Prime 

Minister’s Office issued a public notice on April 19, 2017 extending the deadline from April 

20, 2017 to May 19, 2017.  

Uganda’s mobile telecommunications regulatory issues of April 11-19, 2017 have come to be 

known as the Uganda 2017 Easter Weekend SIM card registration debacle. The issues of the 

Uganda 2017 Easter Weekend SIM card registration debacle and how they were resolved 

through the Courts of Law are matters that fall outside the scope of this article. The essence 

of my account here is to demonstrate the dangers the multiplicity of institutional players, 

inadequate laws, and knee-jerk decision making by public officials can create to the 

telecommunications sector and by extension the DFS. Overall, there are several issues that 

are points of regulatory concern and mobile money risks.  

Based on the happenings of the Uganda 2017 Easter Weekend SIM card registration debacle 

as well as industry practitioners
107

, these issues include know your customer; data privacy & 

protection; interoperability; non-exclusivity of agents; service interruptions; liquidity 

concerns; data back-up arrangements; replication of data held by the MNOs at the licensed 

financial institution; deposit protection of mobile money accounts balances; interest earning 

on escrow account balances; segmentation of escrow account balances; addressing of anti-

money laundering and countering financing of terrorism as well as protection of customers’ 

funds in the mobile money platform. 

4.2.1 Know Your Customer  

Know Your Customer (KYC) is a procedure guided by the various legislations in which a 

financial institution is mandated to have bio data with which it can use to identify its 

clientele. The information collected for purposes of KYC includes name, age, gender, 

employer (source of income) and place of residence among others. The documents used to 

verify the authenticity of the information include birth certificates, baptismal cards, village 

identity cards, driving permits, passports, student's identity cards, employer's identity card 

and utilities bills among others. Some of these documents are in the laws such as the 

Registration of Persons Act 2015 and the Interception of Communications Act 2011. 

However, others are vestiges of the old practice of a multiplicity of IDs used by financial 

institutions on account of the lack of national identity cards prior to 2016. The purpose of 

KYC is threefold enhance safety of depositors' savings,  minimise the risk of fraud against 

the Bank, as well as meet national and international obligations as laid down in the local 

Anti-Money Laundering (AML) law and international conventions, respectively.  

Despite the relevance of KYC, MNOs are yet to recognise the sensitivity of this procedure. 

This lack of sensitivity may probably be on account of the fact that mobile money was a top 

up service on the menu of MNOs. Primarily, MNOs in Uganda were set up for voice and later 

on data services. Therefore, from the start they were not very keen on KYC as it was not a 
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necessary legal requirement for running voice and data businesses. Hence, vices such as 

selling pre-registered SIM cards by street vendors and poorly managed databases of 

subscribers have persisted since it became a legal requirement for both communication 

purposes (data and voice) as well as financial service provision (mobile money).  

The Easter 2017 SIM card registration directive is unlikely to weed out the vices as it was 

hastily organised. In fact, it is highly likely that MNOs will undertake a haphazard job to 

meet the demands of the regulator.  Given that the subscriber databases are yet to be 

streamlined, the safety of stakeholders against unscrupulous individuals is to maintain the 

daily maximum transfer limits low, enforce mobile money guidelines 2013 provisions that 

make it illegal for agents to transfer funds to third parties on behalf of customers without that 

electronic value first hitting the customer's MM account, and regulators should encourage use 

of payments technology platforms that can show the details of a subscriber at the agents 

location. The latter measure should enable both MM agent and customers verify the identity 

of a MM account in question and decide whether to continue with a transaction or not.  

4.2.2 Data Protection & Privacy  

The 2016 US election and its alleged connection to Russia as well as exploitation of social 

media data by campaign researchers such as Cambridge Analytica underscore the relevance 

of data privacy and protection in the digital space. As a result of these developments, several 

multinational corporations such as Google, Yahoo, and LinkedIn amongst others changed 

their privacy policies. The amount of information availed to Mobile Network Operators 

(MNOs) for registration and payment transaction purposes can be used for deciphering user 

preferences, locations, habits and related behavioural patterns. Consequently, it is imperative 

that such data is well protected against use by third parties or purposes without consent of the 

individual concerned.  

Nonetheless, in developing countries like Uganda where regulators may be weaker than the 

multinational companies that provide telecommunication services, safety nets against misuse 

of such data are usually inadequate or even when they exist can be circumvented by 

multinational corporations. These unintended consequences
108

 of centrally collected data such 

as identity theft and misuse for unsolicited marketing among others are the driving force 

behind several Data Protection Laws in the Commonwealth countries. For example Uganda’s 

Data Protection and Privacy Act 2019 seeks “to protect the privacy of the individual and of 

personal data by regulating the collection and processing of personal information; to provide 

for the rights of the persons whose data is collected and the obligations of data collectors, 

data processers and data controllers; to regulate the use or disclosure of personal 

information”
109

.  

Despite the passage of the data protection and privacy law, Uganda lacks a comprehensive 

Consumer Protection law given that the Consumer Protection Bill 2007 has not progressed 

through the Parliament of Uganda. Therefore, consumers have to rely on administrative 

arrangements by regulators to obtain any consumer protection relief. Without adequate 
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legislations, it is not possible to enforce good regulatory and supervisory practices from the 

MNOs to deal with the identified consumer protection problems.  

4.2.3 Interoperability 

According to the Bank of Uganda Mobile Money Guidelines 2013, “mobile money service 

providers shall utilise systems capable of becoming interoperable with other payment systems 

in the country and internationally in order to facilitate interoperability”. Interoperability 

which means that computer systems or software have the ability to exchange and make use of 

information
110

 is still partly elusive in Uganda’s mobile money space. Full interoperability in 

Uganda’s mobile money space would be achieved if a customer of say MTN mobile money 

could go to an Airtel mobile money agent and withdraw and/or deposit their money 

something akin to using a VISA card system that allows a customer access money 

irrespective of the commercial bank used as long as it is connected to the platform.  

In addition, a form of mobile money clearing platform akin to the Automated Clearing House 

(ACH) used for clearing the traditional brick & mortar financial institutions (TB&MFIs) 

financial instruments like cheques, and EFTs needs to be in place. Nonetheless, that is not the 

situation in Uganda. In Uganda, a customer of MTN mobile money can send and/or receive 

money from one of Airtel mobile money and vice versa suggesting a situation of partial 

interoperability.  

As a result of the partial interoperability, the costs of transacting across different mobile 

money platforms are still high. The risk still persists because MNOs have not fully 

appreciated the benefits of collaboration versus competition. However, the progress made in 

the commercial banking subsector where most banks as well as agents are now members of 

the Interswitch systems and agency banking platforms after a slow start to uptake suggests 

that MNOs are likely to overcome this hurdle once they recognise the usefulness of 

interoperability.   

4.2.4 Non-exclusivity of agents 

In practice a single individual or entity may serve as an agent to all the six (6)) mobile money 

service providers /MNOs, that there is no exclusivity of agents. Non-exclusivity is beneficial 

to agents as it allows them to generate more income from having all brands of mobile money 

services in the country in one location.  In addition, it provides the customer with a variety of 

providers within a single location if the agent chooses to subscribe to all brands of mobile 

money service providers. Nevertheless, the partial interoperability implies that mobile money 

service providers having their money in one location does not necessarily reduce costs 

customers who may have to transact across different brands of MM.  

4.2.5 Service Interruptions 

Downtime in mobile money services may be on account of scheduled maintenance which in 

most cases is communicated prior to the switch off and / or lack of connectivity to the central 

system which is common in peri-urban and rural areas. For instance MTN Uganda Limited 
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had the system switched off in November 2010 as data from Fundamo (first platform 

deployed in Uganda for mobile money by MTN) was being transferred to Ericsson. In 

addition, MTN Uganda switched off the system for maintenance purposes on September 20, 

2014 up to September 22, 2014.  

The major risk service interruptions may cause is duplication of transactions leading to loss 

of money on the part of the sender / payer. This coupled with a weak mobile money 

consumer protection culture in Uganda may culminate into distress as a customer attempts to 

recover lost funds. In addition, the downtime may lead to lost revenue due to lack of a 

payment infrastructure for those who rely primarily on mobile money for their payment 

solutions.   

4.2.6 Liquidity Concerns 

Mobile money services in Uganda have a business model that entails collaboration between 

the MNO and a financial institution / commercial bank. In order for a mobile money agent to 

get electronic value colloquially known as float, they need to deposit cash in a bank account 

in a financial institution they are partnering with. Therefore, accessibility to a financial 

institution usually on account of distance may determine the availability of float at the agent’s 

kiosk. For cash outs, the agent may not hold a lot of cash on account of the risks associated 

with holding cash.  

The liquidity concerns may be partly ameliorated with the introduction of agent banking 

following the passage of Financial Institutions Amendment Act 2016 in January 2016 and the 

gazetting of the Financial Institutions (Agent Banking) Regulations 2017. The financial 

institutions agents should ideally bring the traditional brick and mortar financial services 

closer to the mobile money agents to help deal with the liquidity concerns.  

4.2.7 Data back-up arrangements 

Data backup arrangements have taken on national security dimensions following the scandals 

involving personal data which occurred in various elections in the Western hemisphere in 

events such as the USA Presidential election, UK’s Brexit vote and France’s presidential 

election amongst others.  The essence of data back-up arrangements is to mitigate the risk of 

system collapse and ensure business continuity in case a systematic data breach occurs.  

While such back-ups were necessary for the traditional business of Mobile Network 

Operators (MNOs), that is, voice and data; they are more critical with mobile money on 

account of the sensitivity associated with the monetary value in mobile money (MM) 

accounts.  

MNOs prefer to utilise off-shore centres with more advancements in ICT compared to 

Uganda, but the regulator Uganda Communications Commission (UCC) insists that these 

data back-up centres should be established locally. In addition to ICT expertise, MNOs being 

multinational corporations would naturally prefer to have data back-up centres in their 
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countries of origin. Bharti Airtel and MTN have headquarters in India and South Africa, 

respectively.  

The July 2018 intrusion in the MTN Uganda’s data centre by alleged security operatives
111 

underscores the dangers MNOs have to deal with when handling locally domiciled data back-

up centres. In order to safeguard their businesses, MNOs may have to duplicate their data 

back centres both locally to meet the UCC directive but also mirror the same data offshore. 

The endeavour is costly, but in cases of developing countries where guarantees of the rule of 

law may not be “water tight”, it might be the only recourse to safeguard integrity of data and 

ensure business continuity.  

The rationale of UCC’s directive of establishing data centres locally entails both issues of 

national security and desire to create employment for Ugandans. Finding the balance between 

the regulator’s national interests and the need for efficiency provided by offshore physical 

and human resource capacities remains a sticking point.  

4.2.8 Replication of data held by the MNOs at the licensed Financial Institution 

The letter of ‘no objection’ issued to the financial institution by Bank of Uganda allowing the 

financial institution to partner with the Mobile Network Operator (MNO) to set up mobile 

money services envisions that the data held on the mobile money platform would be 

replicated in the financial institution in real time. The purpose of the partnership is to 

circumvent a legal matter which does not allow any institution without a licence from Bank 

of Uganda or any other regulator of financial institutions from receiving deposits from the 

public.  

MNOs are licensed by Uganda Communications Commission (UCC). The UCC is not a 

financial institution regulator. Without the partnership between the MNOs and Supervised 

Financial Institution (SFI), mobile money as we know it in Uganda’s context would be in 

breach of the law.  

Therefore, in Uganda’s Telecommunications Company led mobile money business model, 

the financial institution is critical to prevent the legal breach. It is important to note that while 

the telecom led model is the most dominant business model in mobile money service business 

in Uganda, there are other mobile money offerings that use the bank led model. The bank led 

models are associated with mobile banking mainly.  

However, while technology for real time replication of transactions at the financial 

institutions as they occur in the MNO platform exists, the technology has not been deployed 

by the stakeholders. Consequently, real time balancing / reconciliation of monetary value 

positions between the electronic value held in mobile money platforms at MNOs and the 

physical cash at the commercial bank are lagged. The major risk of this mismatch is that in 

case the MM platform was to collapse, the financial institution would not have data to use as 

a basis for compensating individual MM account holders.  
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4.2.9 Deposit protection of mobile money accounts balances 

Deposit protection of bank accounts has become a cornerstone of most banking systems in 

the world. In Uganda, the deposit protection role was turned into an independent entity 

known as the Deposit Protection Fund (DPF) with the passage of the Financial Institutions 

Amendments Act 2016 in January 2016. The DPF insures all bank accounts (about 

15,423,426 as at December 2019) to a maximum of UGX10,000,000/= (Ten million Uganda 

Shillings) about US$2,699.80 as at CY2019 in case a financial institution collapses. In 

contrast, mobile money accounts are not covered under the DPF. In addition, the trust escrow 

account established in financial institutions is considered a single account and not 

disaggregated based on the MM account holders. Therefore, despite the numerous potential 

beneficiaries of the funds held in the trust escrow account, it is insured up to 

UGX10,000,000/= in case of financial institution collapse.  

In contrast the deposit insurance thresholds for Kenya
112

, Tanzania
113

, Rwanda
114

, South 

Africa
115

, and India
116

 are KES100,000/= (US$994.27), TZS1,500,000/= (US$658.74), 

RWF500,000/= (US$573.21), ZAR100,000/= (US$7,552.70), and INR100,000/= 

(US$1,462.70), respectively. In Ghana
117

 and Nigeria
118

, there is a two tiered system. 

Deposits in Banks and Specialised Deposit-taking Institutions in Ghana are insured up to a 

threshold of GHS6,250/= (US$1,305.76) and GHS1,250/= (US$261.25), respectively. 

Deposits in Universal Banks and Microfinance Bank & Primary Mortgage Institutions in 

Nigeria are insured up to a threshold of NGN500,000/= (US$1,386.64) and NGN200,000/= 

(US$554.72), respectively. The relatively low thresholds are on account of the fact that the 

initial intention of deposit insurance schemes were for the protection of small depositors
119

.  

For instance, Kenya’s threshold of KES100,000/= covers 92 percent of all deposit 

accounts
120

. 

The Nigerian Deposit Insurance Corporation (NDIC) has developed deposit insurance for 

mobile money accounts in what is called the “Pass-Through Deposit Insurance scheme”.   

“The Pass-Through Deposit Insurance scheme is the protection provided by 

the NDIC to mobile money subscribers, whereby the Corporation insures funds that 

are deposited by a Mobile Money Operator (MMO) in the deposit money banks 

(DMBs). The MMO acts as a custodian on behalf of the one or more subscribers who 

are actual owners of the funds as if those actual owners have deposits in the deposit 

money banks (DMBs)
121

. 

In Uganda, effective FY2017/2018, the deposit protection insurance scheme was established 

as an independent body separate from the Central Bank of Uganda
122

. The Deposit Protection 

Fund (DPF) as the new independent body increased the threshold for insuring deposits to 

UGX10,000,000/= from UGX3,000,000/= in September 2019. 
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4.2.10 Interest earning on escrow account balances 

The trust escrow account earns interest just like any other bank account in a financial 

institution. It is not clear who should benefit from the interest earned on the trust escrow 

account. Is the interest income to be allocated to MNO or distributed to the mobile money 

account holders? Some scholars have suggested that the interest should be used for Corporate 

Social Responsibility (CSR) and/or deposit protection of mobile money accounts. The issue 

of how to deal with interest income from trust escrow account balances remains a source of 

debate as long as mobile money accounts are not recognised as equivalent to traditional brick 

and mortar financial institutions accounts.  

4.2.11 Segmentation of escrow account balances 

Due to the fact that the data held in mobile money platforms is not transmitted to the 

partnering financial institutions in real time, it is always a challenge to segment escrow 

account balances. The danger is that should the mobile money platform collapse, it would be 

difficult to identify the individual mobile money account holders for a timely compensation. 

This is a major limitation given the fact that the partnership with a regulated financial 

institution was intended to safeguard customers against losses in case of mobile money 

platform collapse.  

Since deposit insurance schemes were designed to safeguard the meagre savings of Bottom of 

the Pyramid (BoP) clientele, it is imperative that MM accounts also get insured. MM 

accounts serve the BoP clientele mainly. There is a school of thought that opines that since 

MM accounts are transactional accounts, there is no need for deposit insurance. Nonetheless, 

very few TB&MFIs accounts have substantial savings as well. For instance in Financial Year 

2015/2016, only 5.21 percent of the TB&MFI accounts (272,975 accounts) had deposits more 

than the Deposit Protection Fund limit
123

 of UGX3,000,000/=. The other 95.26 percent had 

UGX3,000,000/= or less. The low level of savings in TB&MFI accounts points to a strong 

case for extending deposit protection to MM accounts. However, the challenges of computing 

the premium would still need a solution due to the high turnover in MM accounts.   

4.2.12 Addressing of anti-money laundering and countering financing of terrorism 

The proliferation and remote transaction nature of mobile money renders it susceptible to 

money laundering and financing of terrorism. In order to strengthen anti-money laundering 

and countering financing of terrorism, there are daily limits of how much money can be 

transacted per individual across the mobile money platforms. In addition, there are limits on 

how much one can hold as a balance on the MM account. For instance, MTN mobile money 

the market leader has a daily transaction limit of UGX 7,000,000/= (about US$ 1,818.635 as 

at June 14, 2018) and maximum account balance of UGX 15,000,000/= (about US$ 3,897.08 

as at June 14, 2018).  

Despite the restrictive limits, working as a team and studiously, terrorists and money 

launderers can tap into the extensive mobile agent network and move around large sums of 
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money in numerous coordinated and albeit small value transactions. This underscores the 

importance of thorough KYC procedures to minimise the risk of enrolling unscrupulous 

customers at the start. 

4.2.13 Protection of customers’ funds in the mobile money platform 

Bank of Uganda Mobile Money Guidelines 2013 article 12 provides for a consumer 

protection mechanism for mobile money customers. Despite the existence of the guidelines, 

the inadequate institutional consumer protection framework and multiplicity of stakeholders 

especially the situation where two regulators (Bank of Uganda and Uganda Communications 

Commission) are involved has complicated the complaints handling and resolution amongst 

the mobile money consumers.  

Nevertheless, effective July 01, 2018 the Bank of Uganda has redesigned the financial 

consumer protection mechanism to enhance complaints resolution amongst all categories of 

clients. However, the upgrading of the financial consumer protection mechanism does not 

safeguard consumers of mobile money services from man-in-the-middle attacks such as 

unauthorised access and use; remote hacking and jamming; electronic fraud; phishing; 

pharming; vishing; SMiShing; and spoofing. Therefore, a concerted effort on the part of the 

MNO to sensitise MM consumers about their use of the product and personal safety measures 

such as never divulging one’s Personal Identification Number (PIN) and other personal 

details would go a long way in mitigating these challenges.  

In addition, the MNOs should invest in the state of the art security system for digital financial 

services and a robust risk assessment framework to ensure that there are not the sources of 

security breaches in their MM system. For example cases prosecuted in the past have shown 

that internal collusion has played a part in frauds. The internal collusion cases have involved 

cloning of SIM cards and switching off fraud detection software amongst others. Solutions 

such as a two-step authentication involving push notifications when a transaction is about to 

be effected as well as security questions are being piloted in Kenya by a Swiss firm Myriad 

Connect
124

.  

4.2.14 Taxation 

As fiscal deficits widen, the East African nations of Uganda and Kenya have introduced a 

transaction tax in mobile money in addition to the excise duty that was being paid on other 

transaction charges. The implication of these taxes on mobile money is that the cost of using 

MM is going to rise and probably discourage certain segments of society from using it. The 

new taxes may inadvertently lead to financial exclusion of those unable to afford the charges. 

In Uganda, according to the Excise Duty (Amendment) Act 2018
125

, mobile money 

transactions on receiving, payments, and withdrawals will attract one (1) percent tax on the 

value of the transaction. In addition, “money transfer or withdrawal services including 

transfers and withdrawal services by operators licensed on permitted to provide 

communications or money transfer or withdrawals” will be taxed at a rate of 15 percent of the 
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fees charged. For instance, if John wanted to send UGX1,000,000/= to the daughter Joan in 

school, the charges would be as shown in Table his charges would be as indicated in Table 5.  

Table 5: Mobile Money Charges after Excise Duty Amendment Act 2018 in Uganda 

S/N Description of Cost  Scenario One  

Amount (UGX) 

[1% Scenario] 

Scenario Two 

Amount (UGX) 

[0.5% Scenario] 

Scenario Three 

Further 

Amendments with 

0.5% Scenario 

1. Mobile money 

transaction tax on 

Depositing (1% of 

transaction amount) 

= 

1/100*1,000,000 

= UGX10,000/= 

= 

0.5/100*1,000,000/= 

= UGX5,000/= 

- 

2.  Mobile Network 

Operator Surcharge 

of Sending Money 

(Administratively Set 

by MNO) 

UGX2,000/= UGX2,000/= UGX2,000/= 

3. Excise Duty on 

Surcharge for 

Sending Money  

=15/100*2,000 = 

UGX300/= 

=15/100*2,000 = 

UGX300/= 

=15/100*2,000 = 

UGX300/= 

4. Mobile money 

transaction tax on 

Receiving (1% of 

transaction amount) 

= 

1/100*1,000,000 

= UGX10,000/= 

= 0.5/100*1,000,000 

= UGX5,000/= 

- 

5. Mobile Network 

Operator Surcharge 

for Withdrawing 

(Administratively Set 

by MNO) 

UGX12,500/= UGX12,500/= UGX12,500/= 

6. Excise Duty on 

Surcharge for 

Withdrawing Money   

=15/100*12,500 

= UGX3,125/= 

=15/100*12,500 = 

UGX3,125/= 

=15/100*12,500 = 

UGX3,125/= 

7. Mobile money 

transaction tax on 

Withdrawing (1% of 

transaction amount) 

= 

1/100*1,000,000/ 

= UGX10,000/= 

= 

0.5/100*1,000,000/= 

= UGX5,000/= 

= 

0.5/100*1,000,000/= 

= UGX5,000/= 
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S/N Description of Cost  Scenario One  

Amount (UGX) 

[1% Scenario] 

Scenario Two 

Amount (UGX) 

[0.5% Scenario] 

Scenario Three 

Further 

Amendments with 

0.5% Scenario 

 Grand Total  UGX47,925/= UGX37,925/= UGX22,925/= 

Source: Authors’ computation  

The MNOs and Uganda Revenue Authority (the administrative body tasked with 

implementing tax policy) erroneously interpreted the Excise Duty (Amendment) Act 2018 

and charged the mobile money transaction tax of 1 percent to MM customers on four 

categories
126, 127

 of transactions namely, depositing, receiving, payments and withdrawals 

contrary to the three (receiving, payments and withdrawals) prescribed in the Act
128

. Mobile 

money business came to a standstill in the first three days (July 01-03, 2018) of the Deposit 

tax. Government of Uganda had to clarify and withdraw the Deposit Tax. 

Furthermore, a Presidential Directive reduced the tax from 1.0 percent to 0.5 percent on July 

04, 2018, possibly suggesting that minimal effort had been invested in forecasting the effect 

of the new tax on mobile money business. In addition, the best way of collecting the tax was 

also a source of consternation by the implementers. A social commentator
129

 suggested that 

the mobile money tax was retrogressive because “taxing mobile money is taxing the 

movement of money instead of the value that money has created”.  

Furthermore, since the payer’s mobile phone number is not interlinked with the Tax 

Identification Number (TIN), such amounts paid do not reflect in the annual returns of the 

payer as there is no evidence for him/her to adduce for having paid such a tax. The possibility 

of an individual’s income being taxed by over 40 percent (maximum threshold of Pay As 

You Earn – PAYE) is high in such a situation.   

Closely linked to the mobile money transaction tax is the over the top (OTT) tax introduced 

in the same Excise Duty (Amendment) Act 2018. It is intended to tax services beyond 

internet. It is targeted largely at social media services like Twitter, Facebook, Instagram, and 

Snapchat amongst others. The payment of this tax requires the MNO consumer to use a 

USSD code *165*2 #. Like the MM transaction tax, it is not pegged to a TIN. In charging 

excise duty, payment of taxes does not attract MM transaction taxes or the excise duty on the 

surcharges of using mobile money. 

Another effect of the MM transaction tax was on SchoolPay
130

. SchoolPay is UGX500 

million software that was developed to integrate mobile money and banking systems to ease 

queuing in commercial banks during peak tuition payment periods; reduce transport costs to 

commercial banks; and make it convenient to pay tuition. With the introduction of MM 

transactions tax, transactions across the platform plummeted from an average of 50,000 

transactions per day to 10,000 transactions per day in early July 2018. Before the MM 

transactions tax, costs of paying UGX500,000/= or less in school fees stood at UGX1,000/= 
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while UGX1,000,000/= attracted UGX3,200/=. The latter in the early part of July 2018 had 

risen to about UGX15,200/=. The likely implication of these developments is the scaling 

back of the use of these platforms and the reverting to the use of paper bank slips. The bank 

charges associated with paper bank slips averaged UGX2,700/=. While the bank charge is 

cheaper than the mobile money surcharges, use of bank slips is inconvenient and time 

wasting.  

As shown in Table 5, the total cost of moving UGX1,000,000/= across the mobile money 

platform using the MTN mobile money rate card as a July 01, 2018 translates into 

UGX47,925/= with UGX12,300/= being borne by the sender and UGX35,625/= paid by the 

receiver. There are still several grey areas in the law and its implementation with scenarios 2 

and 3 being discussed by GoU.   

Inadvertently, the GoU has introduced a Savings Tax (Deposit Tax) of 1 percent for those 

who save on mobile money accounts. This is likely to negatively impact the national savings 

of Uganda, whose domestic savings as a percent of Gross Domestic Product (GDP) stood at 

16.5 percent; which is lower than that of Sub-Saharan Africa and South Africa of 16.6 

percent and 19.6 percent, respectively over the same period
131

.   

4.2.15 Mobile Money – Bank Account Interfaces  

One of the major bottlenecks that the initial mobile money platforms experienced in the early 

phases of being set up in Uganda was the lack of customer data for payers to use to correctly 

identify a client before sending money into their mobile money account. The mobile network 

operators ameliorated this problem by deploying new mobile money platforms that allowed 

the payer to see the details of the potential payee including the name of the person before 

confirming the transaction. This greatly reduced the errors of sending money to mobile 

money accounts of the wrong recipients and the lengthy recovery process that was marred by 

losses on the part of the sender.  

The introduction of the monetary value pull or push function (module) in mobile money that 

allows MM account holders to either pull or push money from or into bank accounts has 

created a new problem. The mobile money account holder is not able to see the name of the 

SFI account holder to whom the money is being wired; in turn the SFI is also unable to verify 

the name of the mobile money recipient before wiring funds.  

This re-introduces the problem of sending money to the wrong account as it was before 

MNOs installed mobile money platforms that allowed the MM account holder view names 

prior to completing a transaction. These mobile wallets to bank and bank to mobile wallets 

transactions as they called creates a challenge that should not ideally exist save for the fact 

that traditional brick and mortar financial institutions are not willing to share bank account 

details with MNOs and vice versa. Some SFIs have mitigated this by restricting SFI to MM 

to only the mobile number that is registered as the primary contact on the account. 
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V. IMPLICATIONS, RECOMMENDATIONS AND CONCLUSIONS  

5.1 Implications and Recommendations  

The observations made in this article have implications for potential economic and 

behavioural change at the mobile money account holder, mobile money agent, mobile 

network operator (mobile money service provider), partnering financial institution, regulators 

/ policy makers, and the fintech industry in the country. 

The mobile money account holder is the one most likely to suffer losses of monetary value 

arising out of the loop holes in the mobile money ecosystem. Therefore, as a user, the mobile 

money account holder needs to be security conscious when transacting across the MM 

platform. Practices such as not sharing the Personal Identification Number (PIN); avoiding 

duplication of transactions when the first attempt fails; avoiding unnecessary transactions at 

peak hours when there is a high likelihood of service interruption; quicker resolution of funds 

and payments made in error; and a zero tolerance of sharing private information about the 

MM account over voice calls should be encouraged. In addition, the MM account holders 

should keep a copy of the agreement signed with the MNO to ease authentication of MM 

account ownership when the need arises.  

The mobile money agent provides the interface between the mobile network operator (MNO) 

and the mobile money account holder. The MM agent is the gatekeeper to the entire MM 

ecosystem as s/he is responsible for scrutinising the Know Your Customer (KYC) 

documentation as well as facilitating the flow of monetary value and information between the 

MNO and the client. The MM agent should be appropriately trained for the responsibilities 

associated with the job. The skill set should cover aspects of planning to minimise incidences 

of liquidity constraints; people handling skills to deal with disenfranchised customers in case 

of complaints and network failure; business acumen to optimise returns; and security to 

protect oneself and the cash given the high risk of handling cash.  

The mobile network operators (MNOs) are the owners of the technology platform. The 

MNOs need to deal with aspects of full interoperability; consumer protection; reduction in 

network downtime; data protection and privacy; as well as Know Your Customer (KYC) 

issues. These issues require a complete overhaul of how MNOs handle the MM business. As 

long as MNOs continue to treat MM as a department in the entire Telecommunications 

Company, the MM business will continue carrying the baggage of voice and data services. 

That is to say, very few people in an MNO would perceive a dropped call as having a direct 

link to lost revenue by a customer. Such a mindset is a failure to recognise that even though 

MM was set up as an add-on service to MNO’s voice and data services, it is now a major 

cash cow for most MNOs that ought to be treated as independent subsidiary. If MM business 

is not established as an independent subsidiary of the Telecommunications Company, the 

organisational cultural attitudes associated with the voice and data business that may not 

necessarily be appropriate for the financial services business may be perpetuated. In order to 

inculcate the financial services provider mindset, it is prudent that MNOs seriously consider 

an independent subsidiary of the MM component of the business. After establishing an 
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independent MM business, an organisational cultural shift that emphasises running the 

subsidiary as a financial institution should be inculcated. When the challenges afflicting MM 

are thought through as a financial service provider, solutions already exist in the banking 

domain that can be exploited to deal with them. Nonetheless, it appears that MNOs are still 

seeking to solve financial services problems / challenges using a Telecommunications 

mindset.  

The partnering Financial Institutions should rethink how they want to position themselves in 

the ecosystem. The Telecommunications Company led model that is being implemented right 

now means that partnering Financial Institutions are merely custodians of collected deposits 

with little or no value addition to the final end user. Depending on the nature of the final 

national payments systems law of Uganda that will be drafted and passed by Parliament, the 

partnering Financial Institution could easily be rendered redundant. If the proposed national 

payments systems law were to allow the central bank to regulate the MNOs as electronic 

money (e-money) issuers, then partnering financial institutions would not be useful anymore. 

Therefore partnering financial institutions must seek a niche in the ecosystem where they can 

add value sustainably. Issues to which they can take the lead include replication of data at the 

financial institution; encouraging mobile money customers to open up traditional bank 

accounts by designing products that are responsive to clientele needs; spearheading deposit 

protection of mobile money accounts say through interest accrued from trust escrow 

accounts; as well as lobbying for equity in KYC requirements. These initiatives will require 

collaboration amongst the traditional brick and mortar financial institutions.  

For the fintech industry in general, there is a need to recognise that financial innovation is so 

rapid and the innovation cycle has reduced from the 25 years in the Kondratieff cycle to 

probably a few years. Without sufficient collaboration to create an environment where all 

players can leverage the benefits, the financial innovation revolution may pass by the African 

continent just like the agricultural, industrial, and ICT revolutions have not radically changed 

the continent. The collaboration should cover long term strategic positioning through 

ensuring that policies and regulations are evidence based and flexible enough to allow 

innovations continue but sound enough to minimise risks to all stakeholders. Inherently, 

innovations are disruptive but collaborating to minimise the risk of those disruptions 

safeguards the stakeholders’ welfare.  

For the regulators / policy makers, there is recognition amongst fintech stakeholders that legal 

risk normally occasioned by the long lead time between identification of a legal need to the 

time of passing the law is a real bottleneck to the advancement of the fintech sector. In 

Uganda’s case, almost a decade later since the first mobile money service provider opened 

shop in March 2009, there is no national law regulating payments. This lack of a law is 

occurring in an environment where the mobile money space is awash with innovations 

extending the boundaries of what can be done with the mobile money. Without dealing with 

this legal risk, most of the potential institutional solutions to challenges in the sector are 

likely to fall short because they are not fully legally backed. More so, technology often 

moves ahead of legislation, and by the time the proposed National Payment Systems policy 
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evolves into law, technology in DFS space may have leaped another two (2) decades forward 

to include what was previously thought as impossible.  

5.2 Conclusions  

The contribution of the mobile money architecture (relationships amongst various 

components of the mobile money set-up) to the safety of digital financial services in Uganda 

is dynamic. It requires a combined effort of the various stakeholders, namely MM account 

holders, MM agents, MNOs, partnering financial institutions, regulators, and the fintech 

industry. The combined effort should drive the industry in a direction that will benefit the 

financial services space and the economy at large. The evidence from the foregoing sections 

of the article indicates that the efforts of the various players in the space are not coordinated. 

For instance MNOs have not worked out the details of how to achieve full interoperability; 

MNOs and partnering financial institutions don’t share data leading to non-validation of 

application program interface (API); the Central Government has imposed a tax on mobile 

money transactions likely to increase costs and curtail financial inclusion; as well as MNOs 

have botched the re-validation of SIM cards using the National Identification Number (NIN) 

thereby weakening KYC necessary for minimising money laundering and countering 

financing of terrorism amongst others. It can be argued that to break the impasse in all these 

situations, the regulators, namely Bank of Uganda and Uganda Communications Commission 

lead efforts that will ensure that the expected synergies are harnessed. For that to happen, the 

regulators may consider applying the design thinking philosophy to the problem to ensure 

that the interests of the end users (normally Bottom of the Pyramid clientele) are incorporated 

in the solutions that are devised. In order to facilitate that process, further research is needed 

concerning the question of the extent to which MM architecture contributes to safety in an 

empirical study.  
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