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2.0 State of 

the Economy
The Ugandan economy has experienced slow 
growth in the past five years, with the agriculture 
sector experiencing a recession in the last half of 
FY 2015/16, and the first half of FY 2016/17. Bank 
lending rates have failed to fully respond to monetary 
policy direction; while time deposits (offered to 
savers) follow the changes in the Central Bank Rate 
(CBR), lending rates that banks charge borrowers 
hardly follow the CBR trajectory – a sign that banks 
are more interested in hedging themselves against 
risks but do not do the same for their savers. 

Uganda’s public debt stock has increased rapidly 
and is projected to continue rising towards 45 
percent of GDP by 2020, tripling from USD 2.9 
billion (about 10 Trillion shillings) in 2006 to USD 
8.7 billion (about 30 Trillion shillings) in 2016. This is 
mainly due to increased government investments in 
infrastructure.

Uganda is faced with a fast-growing population at 3%, 
which could be an advantage but also a disadvantage 
if not well managed. 75% of Uganda’s population 
is below the age of 30 years, with a dependence 

ratio of 
102. A high 

d e p e n d e n c y 
ratio is indicative of 

more consumers than 
producers. The increasing 

population continues to put 
pressure on jobs and housing resulting 

in an urgent need for thorough city planning. 

Three quarters of the population have remained 
stuck in agriculture, a sector whose contribution to 
GDP reduced from 56.6 percent in 1986 to about 
24 percent in 2016. The genesis of this ‘abnormal’ 
transformation pattern experienced in Uganda and 
other ‘transition economies “is because (over-)
liberalization that forced developing countries, such 
as Uganda, to open up and remove the protective 
walls and policies of import substitution that 
had helped them to build modest manufacturing 
industries during the 1950s and 1960s (World Bank).

The failure to facilitate inclusive growth has resulted 
in the stagnation of household incomes and high 
inequality levels at 0.395 Gini coefficient (UBOS) 
and more than 40% of Ugandan households that 
have escaped poverty remaining vulnerable to 
falling back into poverty. 

The diets of most Ugandans remain inadequate both 
in terms of quantity (adequacy and availability) and 
quality (diversity and safety). Over the last seven 
years (2010/11 to date), Ugandans were consuming 
1,860 kcal per day as opposed to the minimum 
required intake of 2,200 kilocalories per person per 
day. Efforts to improve food insecurity in the country 
have remained uneven in terms of progress among 
and between regions.

There is concern that after close to a decade of 
prioritizing infrastructure spending, economic 
activity generated remains below expected levels. 
The unit cost of road construction in Uganda is 
highest in the region with exorbitant cost (per unit) 
of construction, cost overruns, delays and quality 
issues in infrastructure development projects.  This 
has been blamed on inadequate capacity to prepare 

1.0 Background 
The Ministry of Finance, Planning and Economic Development organized an Economic Growth 
Forum on 14Th and 15Th September 2017, to discuss the state of Uganda’s economy and what 
can be done to improve its performance. Civil Society Organizations were invited to take part in 
this forum.

In line with the above The Civil Society Budget Advocacy Group (CSBAG) together with 
its member organisations and allies including Advocates Coalition for Development 
and Environment (ACODE), Uganda National NGO Forum (UNNGOF), Food 
Rights Alliance (FRA) and Oxfam Uganda have prepared this abridged 
statement focusing on 5 fundamentals in relation the state of 
Uganda’s Economy. These among others include the Enabling 
growth through agricultural transformation; Reaping from 
Uganda’s demographic dividends; Linking Kampala’s 
growth to rural development; increasing 
domestic revenue mobilisation (DRM) 
as well as maximizing returns to 
investment in infrastructure.
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and manage infrastructure projects and corruption, 
with a defective notion that economic growth 
follows infrastructure development. The economic 
potential of different parts of the country and their 
infrastructure requirements must be ascertained and 
considered while selecting infrastructure projects.

3.0 Policy Priorities to 
Address the Constraints 
to Uganda’s economic 
Growth 

3.1   Enabling growth through   
        agricultural transformation 
This is imperative to overall inclusive growth. As 
such, creating a framework that benefits all farmers 
with Intensifying input-based production, centred on 
seed varieties with higher productive potential and 
the fertilizers and pesticides. Improved technology 
through better seeds; advanced techniques of 
irrigation and crop rotation would also play a key 
part in transforming the sector.

Private sector market control is not necessarily 
conducive for poor farmers. The agricultural 
sector needs to return to government control if 
production and marketing are to be efficient, with 
the government taking control and designing fair 
trade policies to regulate market prices and taxes. 
Smallholder farmers are currently losing out in the 
market chain because of their information deficits. 
Cooperatives can play a major role in the production, 
marketing, agro-processing and savings.

Implementation of land administration reforms 
to increase efficiency and citizens’ confidence in 
the land market. This would open more land for 
production under various land tenure arrangements 
as well as ease starting a business in Uganda.

Land reform is one of the necessary conditions 
to achieving a people-centred transformation of 
agriculture. A combination of better land reforms and 
better accessibility to financial services would reduce 
land and income disparities in Uganda. Legislation 
should promote equal rights to accessibility, control, 
and ownership of land as well as seek to resolve 
land fragmentation and degradation.

3.2  Reaping from Uganda’s  
        demographic dividends
This needs to be centred on the reduction of the 
dependency ratio which would in turn reduce the 
pressure on financial and natural resources.  This 
would be through increased investment in social 
sectors – education and health to reduce fertility, 
morbidity and mortality rates.

Increase human and physical capital through 
encouraging innovations (technological change 
while focusing on investments in educational 
institutions, research and development.

Increase employment for the young population 
(youth) through providing demand and supply side 
interventions. On the demand side, increasing job 
opportunities for semi-skilled workers by promoting 
local enterprises and supplementing this with the 
supply side through equipping students with practical 
and vocational skills.

3.3   Linking Kampala’s Growth to 
         Rural Development:
Population pressure in Kampala can best be relieved 
through integrated rural development; improving 
rural incomes and employment opportunities 
through transforming the agricultural sector such 
that people leave the rural economy with a surplus 
to invest in the urban economy. Creating of ‘Third 
Spaces’ (space between home and work) would 
provide a relief to the traffic in the city.

3.4  Increasing Domestic Revenue 
        Mobilisation in Uganda; 
Uganda Revenue Authority (URA) needs to adopt 
a robust, all-inclusive, and open to innovation 
revenue system that enables it to seal all loopholes, 
capture all avenues of revenue streams and provide 
it with the capacity for continuous improvement. 
Aggressive enforcement and administration of 
revenue collection should be prioritised through 
auditing taxes with volatility in collection rates like 
corporate tax, withholding tax and excise duty.

URA should form taskforces to oversee compliance 
of segments identified as having significant negative 
variations between actual and target revenue 
collection require special attention.  The taskforces 
should be further segmented into large and small tax 
payer task forces with the large taxpayer taskforces 
deliberately using different processes, rules, and 
resources from the general tax offices.

Increased use of modern technology for simple 
taxpayer transactions such as tax declarations and 
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CSBAG VISION

CSBAG MISSION

A Uganda with a people centered budget that dignifies humanity

Working towards ensuring that budgets at local and national level 
are financed, designed, implemented and monitored to promote 
prudent and transparent allocation of national resources for the 
benefit of marginalized groups.

payments, may increase the level of voluntary 
payments while conveying a strong sense of its 
public purpose. Such improvements would result 
in higher quality databases which would provide 
the basis for more effective audit and collection 
processes.

Establish partnerships and external checks that 
enforce compliance between URA and Ministry 
of Finance, Planning and Economic Development, 
Ministries, Departments and Agencies, Information, 
Communications and Technology Service Providers, 
Banks, Development Agencies like DFID, World 
Bank and IMF. These are important in capturing 
every eligible revenue contributor. Informal 
businesses that operate without paying taxes 
often interact with other government agencies and 
entities. Establishing an inter-agency information 
sharing system is key in verifying taxpayer status 
and encouraging formalization.

Continuous improvement of the tax system should 
be a commitment of the government. In this regard, 
surveys and research on tax matters are required 
to establish the challenges, opportunities, loopholes, 
trends and best practices.

3.5   Maximising returns on    
         investment in infrastructure
To achieve this, it would require higher efficiency 
in utilisation of resources for infrastructure 
development while maximising the returns through 
technical and allocative efficiency. The evaluation 
of projects to avoid ‘pyramid infrastructure’, with 
limited capacity to generate economic activity. 
The expressway projects that are lined-up 
by government are one example of 
projects that have to be examined 
to establish their potential to 
generate economic activity. 
The choice between 
which road or 
rail should be 
evaluated. 

Assessing benefits from existing investments 
requires other complimentary areas to bolster 
economic activity and generate demand for 
infrastructure services.

Improvement in Public Investment Management 
(PIM) including Public Private Partnerships (PPP) 
is essential for technical efficiency. There is need 
for the creation and operationalization of PIM 
at the MFPED with the mandate of overseeing 
infrastructure project management and training. This 
centre of excellence would also undertake studies 
to determine economic potential of all proposed 
infrastructure projects beyond cost benefit analysis 
and identify the complementary facilities required to 
generate economic activity in those areas.

Currently most of the budget is spent on constructing 
new infrastructure while maintenance remains 
underfunded, resulting in deterioration of the 
infrastructure stock.  Prioritisation of maintenance of 
existing infrastructure to ensure that it remains in 
usable condition for a long time is essential. 

Increase funding to agriculture for 
improving quality and access 
to advisory services as 
well as putting in place 
infrastructure for 
irrigation. 


