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Uganda used to be one of the least telephone penetrated countries in Africa.
Not anymore. From a teledensity of 0.21 per 100 people in 1996, Uganda today
has 2.5 telephones per 100 – one of the largest teledensities in the developing
world. The World Telecommunications Development Report published by the 
ITU in 2002 notes that Uganda is a model for other developing nations. But the
figure conceals lurking problems: mobiles, mostly used in urban areas, account
for 2.2 of the teledensity. With fixed lines lagging behind with no more than 
0.3 lines per 100 people, there are implications for rural telephony. 

Poverty is extensive in Uganda. More than 82 per cent of Ugandans live on
incomes of US$1 a day and the figure jumps to 96.4 per cent for incomes 
of US$2 a day, which makes telephones a luxury for the overwhelming majority. 

Rural vs. urban

Eighty per cent of Ugandans (population 24.2 million, UNDP, 2003) live 
in rural areas, but an estimated 70 per cent of ICTs are in urban areas.
Agriculture is the mainstay of the economy, contributing 42.1 per cent of the
Gross Domestic Product (GDP).27 Manufacturing and construction accounts 
for 15 per cent, while services contribute a third of the GDP of which the
communication share is 0.5 per cent. 

While urban Uganda is benefiting from ICT, rural areas still have difficulty 
in meeting basic needs such as nutrition, shelter, health and education.
According to UNDP, the adult literacy rate is estimated at 68.8 (2001). 
This means that more than 30 per cent of the population cannot read and 
write, a skill that is necessary in most cases to access and use ICT services.

There is, however, growing evidence of success in infrastructure development
and a growing consensus that new initiatives are needed to build on these
successes. There is a realisation that improving infrastructure, such as roads,
electricity and security, will lead to a growth of ICTs in rural areas. At present,
according to a study by the World Bank, only 10 per cent of all roads that are 
in good condition are paved primary roads. 

Legal and other bodies 

The legal framework regulating the communications sector has two core
components: the Telecommunications Policy Sector Statement of 1996, 
which stipulates what is to be done (including liberalisation, privatisation and
regulation) and the Communications Act of 1997 which lays down how these
tasks are to be achieved. In addition, the government has drafted a National
Information and Communication Technology Policy Framework (National 
ICT Policy 2001), whose main goal is to promote the development and effective
utilisation of ICTs over the next 10 years. The cabinet approved the draft in
2003, which is now awaiting debate and ratification in parliament.

Two important bodies in the telecommunications sector are the Divestiture
Reform Implementation Committee (DRIC) and the Privatisation Unit. The DRIC
is a cabinet sub-committee with overall responsibility for the implementation 
of public enterprise reform and divestiture. The Privatisation Unit is currently
attempting to administer a sale of the government’s minority stake in Uganda
Telecommunications Limited on the local stock market.
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The ministerial policy statement
provides the basis and focus of the
current ICT plan, as well as the
background to current reforms in the
ICT sector.

29
The ministerial policy statement for
the year 2002/03 set a new target
of 3 lines per 100 persons. 

Uganda is one of the first countries in Africa to implement a universal access 
fund – the Rural Communications Development Fund (RCDF) – operating 
on principles emerging internationally as best practice for allocating 
‘smart subsidies’ to private companies that wish to serve the universal
access market. 

‘Smart subsidies’ are operational in several Latin American countries 
and a small number of Asian countries. It is a way of financing rural telephony
obligations from internal resources by charging a fixed amount (one per cent
in Uganda) on the overall revenues of telecom providers. The revenues are
‘smartly subsidised’ to mobilise private sector investment into rural areas, 
by the offer of incentives to investors. 

The universal access fund replaces the concept of enforced 
cross-subsidisation. The ‘smart subsidy’ concept is enshrined in the 
UCC’s Rural Communications Development Policy, which states that:

The RCDF shall be used to establish basic communication access, through
smart subsidies, to develop rural communications. That is, the RCDF 
shall be used to encourage commercial suppliers to enter the market but 
not to create unending dependency on subsidy.

The RCDF administration studies and estimates the maximum subsidy
required to allow an operator to serve a designated area or group of
communities, and sets this out as the subsidy available to the winning bidder.
Applicants are then invited to bid for a licence or service contract to meet
specified service obligations in the designated areas. The licence is awarded
to the bidder requiring the lowest subsidy.

Smart subsidies – Uganda’s route to universal service access

The regulatory body, Uganda Communications Commission (UCC), was
established under the Communications Act. Its main functions are to set
national telecommunications standards; ensure service quality and equitable
distribution of services throughout the country; establish tariff systems to
protect consumers; promote competition; and license and monitor
communication services.

The fundamental goals underpinning the government’s Rural
Telecommunications Policy are set out in the minister’s policy statement 
issued annually. The main thrust of the January 1996 statement28 was to bring
about improvements in the coverage and the quality of services throughout 
the country by setting several targets, including increasing teledensity 
from 0.28 lines to two lines per 100 people;29 and fulfilling unmet demands 
for telecommunications service. Another target was to ensure a balanced 
and well-coordinated network through appropriate licensing, regulation,
standardisation and development of competition across a broad spectrum 
of telecommunications services. 
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Telephone growth

According to data available from the UCC, the period 1998 to 2003 saw
tremendous growth, especially in mobile telephony (see Fig 1). Mobile 
phone subscribers grew by an astonishing 5,800 per cent, from 12,000 
in 1998 to 711,313 in September 2003 – as opposed to fixed lines, which grew
by five per cent from 56,196 to 64,856 lines in the same period. The number 
of mobile operators increased from two to three and VSAT international data
gateways from three to eight in the same period.
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Figure 1
Fixed and Mobile phone growth
from Oct 1998 to Sept 2003

Mobile telephone lines

Fixed telephone lines

Source: Uganda Communications
Commission Sept 2003.
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Investment strategies

In an effort to improve investment policies and encourage rapid economic
growth, the government has adopted a ‘Big Push Strategy’.30 The government
sees its major role in Uganda’s private sector-driven economy as providing
security for people and property, a legal framework and physical infrastructure. 

The key aims of the Big Push Strategy are to build ICT infrastructure; invest 
in ICT human resources development and provision of ICT-enabled services;
and establish joint venture companies for software development and software
exports. It also aims to foster gender participation in ICT, promote local
assembly of ICT equipment and website development, and set up telecentres,
internet cafes, ICT training facilities and film production centres. 

The Uganda Investment Authority (UIA), created in 1991, is the statutory agency
responsible for promoting and facilitating investments, both local and foreign.
Uganda imposes no limitations whatsoever on foreign investors and allows 
100 per cent foreign ownership of investments. Foreign investors are also free
to repatriate their capital out of Uganda.

Universal access

The Communications Act, alongside the operator network roll-out obligations
embedded in the operating licences, provides a basis for promoting universal
access and rural communications development. This is implemented by
collecting one per cent of annual revenues of telecom operators to administer 
a Rural Communications Development Fund (RCDF), which aims to ensure 
that basic communications services of acceptable quality are accessible at
affordable prices – and at reasonable distances – by all Ugandans.
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30
Uganda Investment Authority Annual
report and Accounts 1999/2000

Table 1
Tax revenues to Uganda
government from leading 
ICT providers

Source: New Vision 

Note: In the absence of the net
profit figures for the ICT providers,
tax to government can be used 
as proxy.

*Figures for 2002/3 unavailable

UTL 4.68 na

MTN 14.96 na

CELTEL 1.60 na

MTN PublicCom 0.37 na

Bushnet (U) Ltd 0.39 na

Company Tax to Government (Fiscal Year) US$ (millions)

2001/2002 2002/3*
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Vanguard institutions 

The Rural Communication Development Policy of 2001 uses the term 
‘vanguard institutions’ to denote organisations establishing (through donor
funding) pilot programmes for providing computers and internet access 
in rural areas. The most common examples are schools and hospitals. 
Because of their remote locations, many vanguard institutions are being 
fitted with VSAT systems.

The UCC, with the support of USAID, the American government’s aid agency,
has begun a joint training programme aimed at helping the UCC to take on the
challenge of regulating one of Africa’s most liberalised telecom sectors to allow
competition. Under this programme several telecentres have been established
in eight primary teacher training colleges and 15 secondary schools.

But the UCC has not yet actively addressed all its responsibilities. In particular,
it has not developed a tariff methodology (other than utilising prices proposed
in winning privatisation tenders as caps); interconnection standards and
procedures have not been specified; and monitoring and enforcement is weak
because of its vulnerability to politically motivated interference (due to financial
dependence on the government). 

For instance, interconnection is obligatory once a telecommunications 
company has been issued with a licence to operate in the country, but the UCC
is failing to implement it. The national telephone service providers are required
to extend services to rural areas, but only a few peri-urban centres are served.
They are obliged to install a pay phone in all county headquarters, provided 
the headquarters have road access, power availability, existing infrastructure
capacity in close vicinity and the area is safe. The service providers cite lack 
of infrastructure, such as roads and power, insecurity and low effective demand
for their failure to extend services to some rural areas. 


