
Digitizing Partner Payments in Uganda 
Beginning in June 2012, the Bill and Melinda Gates Foundation (BMGF) underwrote a project on behalf of USAID Uganda 
and the Better than Cash Alliance (BTCA) to determine the feasibility of digital payments for USAID implementing partner 
programs. This report offers the results of a proof-of-concept project (conducted from June 2013 to February 2014) that 
instituted the tools and processes for digitizing partner payments in Uganda. 

Risk and Operational Efficiency 

In 2012, USAID Uganda spent $218.5 million on in-country development activities. The organization’s implementing partners 
spent an estimated $3.6 million per month on beneficiary cash payments, totaling $43 million per year. The total volume of 
cash payments rises with the inclusion of staff travel advances and vendor payments. Transferring such a large volume of 
funds on a cash basis presents consistent operational and security challenges for implementing partners, namely: 

 Security – Staff carrying large amounts of cash in the field are targets for theft. The real human risk of cash was made 
clear when one of the USAID implementing partners was the target of an armed robbery outside a bank in Jinja. In the 
attack, a driver was shot in both arms, and USD $8,000 was stolen 

 Transparency and accountability – Cash cannot be tracked. USAID implementing partners all complained about the 
difficulty of confirming that cash payments are actually reaching the intended recipients.  

 Transportation and staff costs – Hiring cars, buying fuel, and sending finance staff into the field to monitor the 
distribution of funds is time-consuming and costly  

With these challenges in mind, the BMGF engaged Vital Wave, Inc. to undertake a Digitizing Payments Project to assist 
USAID’s implementing partners in their transition from cash to digital payments. Moving away from a cash-based to a digital 
payment system can yield a number of positive results for organizations and their beneficiaries. This is especially pertinent  
in Uganda, where just 43% of the population, and only 34% of the poor, live within 5 kilometers of a financial access point.1  

Aggregators Simplifying Payments and Lowering Costs   

The project included both research and implementation stages. Vital Wave 
conducted extensive research in Kenya, Tanzania, and Uganda to map the 
stakeholder landscape and analyze how mobile money systems have been 
successfully utilized by organizations to make beneficiary payments. In 
Uganda, local stakeholders were interviewed to determine the challenges and 
opportunities of using mobile money for bulk payments. This research showed 
that working directly with Mobile Network Operators (MNOs) to make bulk 
payments restricted implementing partners from performing many needed 
functions due to limitations of the MNO platforms.  As a result, Vital Wave 
promoted an alternative approach – working with an intermediary, or 
“aggregator,” to simplify operations and lower costs. During the implementation 
stage, Vital Wave coordinated the transition from cash to digital payments for 
six USAID implementing partners and helped aggregators and other mobile 
money stakeholders improve their payments service in Uganda. 

1GSMA, State of the Industry 2013: Mobile Financial Services for the Unbanked, 24 February 2014.  

Benefits of Digital Payments 

 Reduced risk of theft and fraud 

 Increased accountability and 
auditability of funds through 
accurate record keeping and 
real-time reconciliation of funds 

 Lower costs associated with 
transporting cash 

 Centralized financial operations  

 Beneficiaries paid promptly and 
securely 

 Improved access to financial 
services and consequent 
resistance to financial shocks  
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Benefits of Digital Payments and Needed Development of the Mobile Money Ecosystem 

The project illuminated technical, operational, and financial limitations of mobile 
money stakeholders in Uganda. Most major challenges were operational,  
due largely to the manual nature of processes and the lack of escalation and 
communication procedures. The project also identified technical challenges, 
including a lack of interoperability and the rigidity of MNO technical platforms. 
Finally, challenges associated with the mobile finance services (MFS)  
ecosystem included the lack of merchant participation in mobile money services 
countrywide, which places a heavy burden on agent networks and liquidity.  

A number of recommendations have been made to address these challenges.  
These include: 

 Develop partnerships with aggregators - Aggregators provide superior 
functionality, better security controls, and the ability to make cross-network 
payments directly to beneficiaries’ e-wallets, increasing transparency 
throughout the payments value chain. 

 Seek better pricing structures - Fixed bulk payment price structures and high 
withdrawal costs are pain points. Addressing them will advance digital  
payment systems. 

 Improve planning and account management - A decision to transition to digital payments requires careful change 
management for all stakeholders, and good planning is crucial. 

 Improve Aggregator Model agility - Streamlining account funding processes and raising account limits are a high 
priority if the Aggregator Model is to be more efficient. 

 Streamline and automate MNO processes - Improve MNO operations and service levels for a more positive and 
reliable customer experience. 

 Build aggregator capacity - The capacity of aggregators to provide timely support to implementing partners is 
constrained due to limited human and financial resources, necessitating an increase in personnel for various 
operational roles. 

 Engage with banks and regulators - Policies at the central bank, MNOs, and local banks can stifle growth due to 
imposed limits and risk management protocols. Engaging these institutions will help to improve processes and allow 
the mobile money ecosystem to flourish. 

 Enhance interoperability - Intra-banking solutions are lacking and cause delays. Developing better solutions for faster 
banking will require the mobilization of financial ecosystem stakeholders.  

 Open platforms – Stakeholders should be encouraged to create open platforms that will allow multiple players to 
integrate easily with their service, thus promoting innovation and the spread of mobile money services.  

 Support the business case for merchant acquisition – An increase in merchant acceptance through point of sale (POS) 
devices that accept mobile money in supermarkets and petrol stations represents a major opportunity to expand the 
digital payments ecosystem. 

These recommended actions would significantly improve an organization’s ability to make bulk digital payments reliably and 
efficiently. While key mobile money stakeholders are still developing and learning how to improve the bulk payment process 
for their clients, the ecosystem is changing fast. As players mature and technologies expand, innovation and growth all along 
the value chain will continue to improve the reliability and efficiency of mobile money. 

 

 

    Screenshot of payment notification 
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The Path Forward to Scale 

The implementation established a proof of concept for a mobile money model that, once scaled, can strengthen the financial 
services system in Uganda. It also revealed the need to build technical and operational capacity in a number of areas in 
order to more broadly deliver financial services to the poor through mobile phones. To scale the solution, BMGF and other 
project stakeholders are currently addressing key capacity issues. This includes: 1) creating new organizational and 
technical capacity within the members of the Uganda value chain (e.g., MNOs, aggregators, banks); 2) establishing a fraud 
and risk-management platform to be used by MNOs, banks (including the central bank), and other organizations offering 
consumer and retail financial solutions; and 3) influencing pricing. This will result in a distributed, mobile financial-services 
platform for bulk payments.   

 

 

About Vital Wave 

Vital Wave engages multinational corporations and development organizations to scale business and programs in 
diverse global markets. The firm is a leading provider of professional services at the intersection of business, 
development, and technology. Vital Wave draws on proven analytical methods and decades of field experience in 
low- and middle-income countries to achieve sustained impact and growth for its clients at the global, regional, and 
local levels. 

Call 650-964-1316, email info@vitalwave.com or visit www.vitalwave.com to learn more. 

    Uganda malaria training 
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