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PRESS STATEMENT BY CHAIRMAN UMA

 ON THE NATIONAL ECOMOMY AND COST OF DOING BUSINESS IN UGANDA

31st Dec 2008
A review of economic developments during 2008 reveal some major business challenges and markets distortions including a rise in fuel pump prices, rise in inflation to double digits, exchange rate turbulences (affecting imports/exports), difficulties in sourcing raw materials and general infrastructural constraints (roads, rail and waterways). These have greatly escalated the cost of business operation through 2008. Several challenges and business closures have as a result been recorded in the fish, grain, tobacco and leather sectors.
Global Economic Crisis
The economic crisis has also spelt 

· Huge impact on the Manufacturers and business community especially importers of raw materials. This will ultimately increase the price levels and discourage further investment.

· AID dependent economies like ours will much likely suffer as fewer development partners including USAID, DFID and the Bank will register a squeeze on the available funds to support infrastructure, energy and private sector development.

· Fewer tourists are likely to be recorded during the coming year, which will much likely affect trade and investment since tourism is the biggest promoter of growth and investment 

It is our hope that given the experiences of such challenges during the past year, government shall during the coming year, work a lot more with the private sector to address the national concerns regarding the cost of doing business particularly by leveraging our own resources, planning better, prioritising and ensuring effective and efficient spending.
As Manufacturers, we note and appreciate government commitment to reduce the cost of doing business by fixing soft and hard infrastructure as well as legislation. This was clearly evident in the June budget. Suffice it to say however, that such efforts and commitment so far, still fall way below the expectations of the business community if Ugandan businesses will in 2009 be expected to match international standards and compete favourably in the world market.

1. The power and fuel challenge 
While an increase in power generation (100MW of thermal) significantly reduced load shedding, demand has continued to rise especially in manufacturing, agro-processing and the housing sectors. Several industrial plants have claimed under utilisation of their capacity on account of power shortages. And where power was available it was quite intermittent crushing industrial mortars/equipment and production lines. This has also continued to raise the production costs. Bujagali power project seem to be on schedule and will hopefully salvage the energy sector – but this will only happen in 2010. In the meantime, the manufacturers need to develop some coping mechanisms to remain in business. UMA urges that Government works with its Indian counterparts to quickly develop the second dam. More emphasis should be laid on renewable energies especially solar while reducing power losses because manufacturers are paying for huge power thefts and system losses. Uganda is losing 38.6% of its power in the process of transmission and distribution through dilapidated devices and theft. Government needs to address this and minimise power losses at generation, transmission and distribution. The tariff rate structure is also still very unpredictable and a disincentive to investment and future business planning. 
As a result, an estimated 5% loss of Uganda’s GDP is projected in 2009 if these anomalies are not addressed.
While Government has addressed a number of short term energy challenges, for efficiency in the sector, we urge the ERA to provides tariff estimates over 2009 as an incentive to potential investors and to enable prudent business planning.
Fuel Prices - Fuel shortages continue to negatively impact on business inspite of the international prices falling below $40 a barrel. Slow progress has been made to restock the fuel reserves in Jinja on account of fraud procurement and UMA urges government to restock these reserves as matter of priority. We note that the oil pipeline is being constructed from Eldoret, plans are underway to expand the fuel reserves and Uganda will be drawing its own oil by mid 2009. All these need to be expedited. 
2. Physical Infrastructure 
Road infrastructure – The manufacturers particularly those in import/export business are happy that the Jinja–Bugiri Highway is now on Course. The UNRA is also now upgrading and resurfacing various roads. This notwithstanding, infrastructural inadequacies continue to persist in rail, road, water and air sectors. In some cases such as the northern by pass, contractual issues have arisen and constrained progress in developing infrastructure.
a) Rail: concessioning operation to RVR was recently reviewed to improve efficiency and the business community is eagerly waiting for improvement in the rail network to the sea.
b) Road: Some trunk roads and highways have been resurfaced and upgraded by UNRA but most feeder roads still in poor state. This continues to make it difficult for agriculture to service industries.
c) Water: Vessels on L. Victoria are still is state of disrepair and the new vessel committed by government has not yet been procured.
d) Air: Our airfreight costs remain relatively higher compared to those in great lakes region e.g 2.45 USD per Kg from Entebbe compared to 1.3 USD per Kg from Nairobi to Europe
Inland port at Tororo

The principle of establishing an inland port in Uganda is directly in line with reducing the cost of transportation from the sea and congestion at Mombasa. Currently the cost of transporting goods from Mombasa goes up to 35% of the cost of our final products here in the country. We appeal to government to follow the PPDA guidelines in securing the developer and make the process as transparent as it should be to allow the local investors a chance to participate.

3. Improving Access to Credit and Long Term Finance
There is still dire need to provide long-term finance to exporting SMEs in agribusiness and small manufacturing. We cannot grow and sustain value addition on short term credit. We also urge government in the coming year to expedite the Pension and Social Security reforms to facilitate long-term lending.
Given the recent developments in Europe and the USA, we as UMA would like to caution our manufacturers not to rush for bank loans unless it is extremely necessary and the terms of borrowing are conducive and manageable. We note that during 2008 several banks were licensed to operate here in Uganda and the Credit Reference Bureau is now operational. One would then expect a decline in the lending rates especially since borrowers can be cross referenced. Unfortunately interest rates still remain high and we need to internally reduce the risk of borrowing so that our businesses may not be attached and sold.

4. Legal and Regulatory Framework

The burden of regulation in Uganda remains high, affecting both large and small businesses, and the net effect is that it makes it more difficult to establish, do business and succeed. Only a business environment, free of unnecessary regulations and red tape can stimulate the growth of our domestic sectors, attract new investment and enhance the competitiveness of our firms. We are urging government to expedite business related legislation to facilitate businesses in the country. The legal and regulatory framework should in the coming year, be reviewed with special focus on the 17 laws before various government departments
5. Counterfeits 

Counterfeits and trade malpractices have continued to place a strong negative impact on genuine production and trade, consumer health and choice in the country. The practice stifles fair competition and constrains business growth. UMA has proposed to government to 

a) Amend the existing law to provide for stiff penalties and strengthen enforcement.

b) Charge a specific institution with the responsibility of enforcement and management of intellectual property laws.

c) Increase border and internal surveillance to counter the evil 

d) Increase public awareness through the UNBS on the danger of consuming and purchasing counterfeit products. 

Some progress has been made and the bill is now before cabinet

6. Buy local to support local value addition

During the 16th UGITF HE pronounced himself to the buy local principle and committed government to supporting manufacturing and value addition. This is also enshrined in the National industrial policy and we hope that during 2009 it will be implemented.
7. Skills Development
In the area of skills, Uganda, unlike other EAC partner states continues to lag behind. While we enjoy a niche in offering tertially education we still fall far too short of the requirements for competence based training. Our graduates do not match the needs of industry and the labour market. We have done a lot as a country to educate but less to train and develop the required skills. As a result most of our service institutions like tour companies, hotels, banks, media houses, and telecom companies are filled with several workers from other partner states in the region. We urge government during the coming year to put a lot more emphasis on competence based training and skills development now that the BTVET Act is in place.
8. EAC concerns

a) All partner states need to commit themselves to uniformity in policies, procedures and implementation if the integration process shall facilitate growth of individual countries ; Examples – Plastic bags and Poultry Sectors

b) Studies under customs union should be used to guide further processes and pace of integration 
c) Extension of the 5-years under customs union and cautious progression towards the common market
9. Commitment to National growth priorities and Budget discipline

UMA is urging government to reconsider/review spending priorities, redirect the scarce resources to productive sectors of the economy and be committed to budget allocations.

10. Other major Achievements for UMA

a) Securing the commitment from government to lease the KCC grounds to UMA for development
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