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EXECUTIVE SUMMARY.

This is the third National Report for Uganda highling the progress made towards
achieving the commitments of the Brussels Prograngr@amme of Action for Low
Developed Countries (LDCs) for the Decade 2001-20T@e first and second
assessments were done in 2001 and 2005 respecthsehn LDC, majority of Uganda’s
population (72%) is still reliant on the agriculiirsector for their livelihoods and
employment and poverty is still widespread. Howevdganda has taken a number of
steps to fight poverty and achieve sustainable |dpueent over the last decade. The
development strategy implemented throughout thadkeevas anchored in the country’s
Poverty Eradication Action Plan (PEAP). Howevergihaing 2010/2011 up to 2014/15,
Uganda will implement a new National DevelopmerarPthat is focused on promoting
economic growth and wealth creation.

Uganda has made significant progress towards inmgiéation of the BPOA
commitments as reflected in Table Al. Uganda’'s @BP grew at an average rate of
7.9% while income poverty levels reduced from 372062 to 31% in 2005/2006. At the
same time, per-capita GDP has been growing at arage annual rate of 4.5%, which
broadly meets BPOA targets. Gross Fixed Capitahfation as a percentage share of
GDP however fluctuated between 22% and 23.7%, wisdchlightly lower than the
BPOA target of 25%. With regard farogress in developing human and institutional
resources, there has been an increase in primapokenrolment, number of primary
and secondary schools as well as public and pribédber institutions of learning
occasioned by massive government investment in atiduc and health. Since the
beginning of the decade, the annual budgetary atilots to education and health have
averaged over 15% and 10% respectively. Some inrepnent was registered in reducing
child and maternal mortality but challenges sélinain and the BPOA targets in this area
may not be met. However, there was an improvemehiganda’s HDI from 0.508 in
2000 to 0.581 in 2005 although there has been sdigiat stagnation for the period to
2009. Uganda has met all MDG and BPOA targets witfard to HIV/AIDS.

Progress has also been registered in removing wugide constraints, enhancing
productive capacity and promoting expansion of dstinanarkets to accelerate growth,
income and employment generation. In order to im@rmfrastructure provision, the

percentage budget allocation to the works and pramsector for road construction and
maintenance increased since 2005/06 from 10.1%6td% in 2009/10. Total road

network (excluding community roads) increased fréBrn700 km in 2001 to 43,100kms

by the end of 2008, an increase of 21%. Paved roamtsased by 37% (840km) to

3,120km between 2001 and 2008. Uganda still sdomesn Research and Development
(R&D) and expenditure on R&D remained at 0.8% ofRsduring the decade. However,
Uganda has registered tremendous telephone peéoetesid improved coverage and has
met the BPOA target relating to telephone dendifyhough substantial progress has
been made, Internet usage is still low and belosvBROA target of 10 users per 100
inhabitants.
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The business environment has generally improvesbime areas although more work still
needs to be done. Uganda has registered reasanatdase in electricity supply in the
last decade but demand increased faster than sapgdlat the same time there has been
an increase in electricity tariffs. The high elagty tariff remains a constraint to
competitiveness. Although the government implem&na number of programs to
address the constraints in agriculture, the ougmd productivity from the sector
continued to decline and more work still remaingnttyease agricultural productivity and
value addition. Uganda has made some positive ssgn meeting some MDG targets
in ensuring environmental sustainability and acdessnproved water sources although
there has been a decline in some others. Targetsmeat with regard to the proportion of
the population with access to improved water soumceiral areas while a decline was
noted with urban population. The country still faashallenges related to environment
degradation, ever decreasing forest cover and bidib@atic change.

Also, Uganda has made progress in reducing matiautiput little progress was made in

reducing food insecurity. The proportion of the plagion considered to be food insecure
increased by 2007. Uganda was assessed to bdiglbyeable to reach the MDG target

of the proportion of the population below minimuavél of dietary energy consumption

of 11.5%. Progress has also been made in enhablgagda’s share in world trade and
global financial investment flows. Exports and imgchave grown at rates above 20%
but imports grew from a bigger base than export$ thius the trade deficit has been
widening. The technology component of imports axoets has improved. Uganda has
diversified her exports and earnings from non-tradal exports consistently exceeded
those from the traditional ones. Uganda is an aatmember of the EAC and COMESA

under which it is negotiating market access withEtJ and other regional markets.

Despite the achievements and progress registehadiecges still remain. The rate of
growth of gross capital formation is low and hamaeed stagnant at about 22.4%.
Further still, infant mortality; child mortality @hmaternal mortality rates are still high
due to inadequate resources. Attaining the 15% dtudtocation to the health sector
remains a challenge. Promoting good governancerémsined difficult due to the
limited capacity of the anti-corruption institut®nAgain due to inadequate resources,
Uganda’s productive capacities have remained wettk avpoor road and rail network
and as well as other physical infrastructure. Iditamh, a relatively weak institutional
framework, existence of non-tariff barriers, higkstof trade finance as well as shortage
of specialized technical and entrepreneurial skilmain key constraints to Uganda’s
ability to trade. Finally, Uganda is still facedtiwihigh population growth rate and high
level of rural poverty which continue to hinder @ommental protection efforts.

The way forward for the country to fulfill its conitients under the BPOA includes
among others: increasing private sector investnietat agricultural value addition;

addressing the challenge of high population growthbreasing investment in disease
control and prevention, building the capacitieshef different anti-corruption institutions,
and lastly but not least substantially increasimgestment in physical infrastructure to
improve the business climate.
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Table Al. Status of the BPOA (MDG) at a Glance

BPOA(MDG) Targets . - © o = g g
Q Q S 1 I3 P P
2 |S |8 |8 |94|85| =85
a0 | oS | = =9
b b 5] I oo |z8| 2S8E
Growth Targets
1 Attain a GDP growth rate of at least 7% pert GDP growth rate (%) 6.59 85% 84% 7% 7% Acv
annum
2 Increase the ratio of investment to GDP to 255ross capital formation (% of GDP) 20% 229 25% Prob
per Gross capital formation
Poverty eradication targets
3 Make substantial progress toward halving théProportion of population below $1 37.7 | 311 28% Prob
proportion of people living in extreme (PPP) per day % %
poverty by 2015Foverty head couht
4 Make substantial progress towards halving| Proportion of population below 63.5 | 68.5 41.7 Potly
the proportion of people from hunger by minimum level of dietary energy % % %
2015(Halve, between 1990 and 2015, the | consumption
proportion of people who suffer from hungef) Poverty gap —P1 10.00 11. 8.7
Human development targets
5 Making accessible, through the primary Percentage of births attended by skillgd39.0 41.1 90% Ukly
health system, reproductive health to all health personnel % %
individuals of appropriate ages as soon as | Percentage of women reporting 4 or 47.2 Ukly
possible and no later than the year 2045 ( | more antenatal visits %
attended by skilled health personnel
6 Making available the widest achievable range&ontraceptive use among currently 18.6 24.4 46% | Potly
of safe, effective, affordable and acceptablg married women aged 15-49, any % %
family planning and contraceptive methods| method ¢ontraceptive prevalence rate
(In cooperation with pharmaceutical among women 15-49 yrs
companies, provide access to affordable, | Access to essential drugs, percentagg df/D | N/D | N/D | N/D
essential drugs in developing counties population
7 Ensuring that by 2015 all children, Net enroliment ratio in primary 87% 84% | 89% | 100 Prob
particularly girls, children in difficult education, both sexes (%)
circumstances and those belonging to ethnic Net enroliment ratio in primary 87 86 84 Prob
minorities, have access to and complete, freeeducation, girls
and compulsory primary education of good | Net enrollment ratio in primary 87 85 85 Prob
quality Ensure that, by 2015, children education, boys
everywhere, boys and girls alike, will be able Proportion of pupils starting grade 1 | 0.39 0.49 | 051 Potly
to complete a full course of primary who reach grade 5, both sexes
schooling) Proportion of pupils starting grade 1 | 0.19 049 | 052 Potly
who reach grade 5, girls
Proportion of pupils starting grade 1 | 0.20 0.48 | 0.50 Potly
who reach grade 5, boys
8 Achieving a 50% improvement in levels of | Adult literacy rate, both sexes (%) 659 70% 696 825 Prob
adult literacy by 2015, especially for womer), Ratio of literate females to males 0.78 1.0 Prob
and equitable access to basic and continuingaduit literacy rate, women 57% 639 63% Prob
education for all adults\chieve 100% Adult literacy rate, men 74%| 779 76% Prob
enrolment of 6-12 yrs old children into Literacy rate of 15-24- year-olds, both| 78.8 | 80% | 84.0 Prob
primary school by 2015) sexes % %
Literacy rate of 15-24- year-olds, men 827
Literacy rate of 15-24- year-olds, 71.2
women
9 Eliminating gender disparities in primary andRatio of girls to boys in primary, 099 | 099 | 096| 0.99| 1.0 1.0 Acv
secondary education by 2005, and achievingeducation 7
gender equality in education by 2015, with & Ratio of girls to boys in secondary 079 | 0.82 | 0.83| 0.83] 1.0 1.0 Prob
focus on ensuring girls’ full and equal accegseducation
to and achievement in basic education of | Ratio of literate women to men of 15- | 0.84 | 0.9 0.92 1.0 Prob
good quality. Eliminate gender disparity in | to-24-year-olds
primary and secondary education preferably Ratio of girls to boys in tertiary 0.55 | 0.84 1.0 Prob
by 2005 and to all levels of education no lateeducation
than 2015 Women in parliamentary seats, per cent 19% 2%5% 30%0% | 50% Prob
Parliamentary seats occupied by wome®2 74 103 103 Prob
Share of women in wage employment 39.2 | 282 50% Potly
in the non- agricultural sector % %
10 Reducing the infant mortality rate below 35| Infant mortality ratgper 100,000 live 884 | 76.0 31.0 Ukly
per 1,000 live births by 2015Réduce by births)
two-thirds, between 1990 and 2015, the Proportion of 1-year—old children 56.8 68.1 90.0 Potly
under-five mortality rate (MDG 4, T-p) immunized against measles %
11 Reducing the under 5 mortality rate below 45Jnder-five mortality ratéper 100,000 | 152 137 56 Ukly

per 1,000 live births by 2015;

live births)




BPOA(MDG) Targets

g (8 |8 |8 |38 | 2
S |8 |8 |8 |o5|a8| =5
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12 Reducing the maternal mortality rate by Maternal mortality rat¢per 100,000 505 435 131 Ukly
three-quarters of the current rate by 2015; | live births)
(Reduce by three-quarters, between 1990 and
2015, the maternal mortality ratip
13 Reducing the number of undernourished peopleatiyby the year 2018Jnderweight 22.8 20.4 115 Potly
moderate and severe) % % %
14 Reducing by half by 2015 the proportion |[oProportion of population with 87.0 | 84.0 100 Prob
people who are unable to reach or to affprdustainable access to improved water %
safe drinking water;Halve, by 2015, theg sources: Urban
proportion of people without sustainableProportion of population with 57.0 | 535 | 585 62% Prob
access to safe drinking water and basigustainable access to improved water
sanitation) sources: Rural
Proportion of land covered by forest 218 183
% of population with access to 82.0 | 87.0 Prob
improved sanitation
15 Reducing HIV infection rates in persons 151 HIV prevalence among pregnant 4.9% Acv
24 years of age by 2005 in all countries, and women, aged 15-24 year
by 25 per cent in the most affected countries Adult prevalence aged 15-49 women @s 7.5% Acv
(Have halted by 2015 and begun to reverseg percentage of total 15 — 49 aged
the spread of HIV/AIDS (MDG 6, T-7)) Condom use rate of the contraceptive
prevalence rate
Condom use at last high- risk sex 49.8 | 55.1 | 52.9 Prob
(Condom use at last higher risk sex
among 15-24 year olds MDG)
Condom use at last higher risk sex 65.3
among 15-24 year olds MDGMale
Condom use at last higher risk sex 27.1
among 15-24 year olds MDG: Female
Percentage of population aged 15-24 | 28.0 32.1 Prob
with comprehensive correct knowledge % %
of HIV/AIDS
16 Increasing the percentage of women receivingmat and prenatal care by 60 per cerjRRNNRIEREEE
17 Halving malnutrition among pregnant womenPrevalence of underweight children 16%
and among pre-school children in LDCs by | under five years of age
2015 Prevalence of under height children 38%
under five years of age
18 Promoting child health and survival andChildren orphaned by AIDS&@urce: 0.88 2.0m Ukly
reducing disparities between and withilNSP 2007 (millions) 4m
developed and developing countries [aPercent of children under 6 months who 60.1
quickly as possible, with particular attentionare exclusively breastfed %
to eliminating the pattern of excess and
preventable mortality among girl infants and
children
Transport and communication goals and
targets
19 Increasing road networks or connections in| Total road network (km) 68,8 78,1
LDCs to the current level of other developing 00 00
countries and urban road capacities, includin@aved primary/National roads (km) 2280 2650 3Q08120 Potly
sewerage and other related facilities, by 2010
20 Modernizing and expanding ports and Container traffic (thousand TEUs)
airports and their ancillary facilities to Aircraft departures (thousands) 156145 | 19,2 | 23,8 Potly
enhance their capacities by 2010 26 23 00 47
Passengers carried (thousands) 413422, | 578, | 997, Potly
316 | 559 | 880 | 937
21 Modernizing and expanding railway Total rail lines (km) 1266 321 Ukly
connections and facilities, increasing their B
capacities to the level of those in other Electric rail lines (km) 0 0 0 0 Ukly
developing countries by the end of the decade
22 Increasing LDCs ' communication networ | Population having mail delivered at

including
services, and improving access of the poo

such services in urban and rural areas to rgapbstal establishment

telecommunication and postahome

tPopulation having to collect mail from

! Base year is90




BPOA(MDG) Targets . - © o s8 2
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the current levels in other developingPopulation without postal delivery
countries [0 cooperation with the private|
sector, make available the benefits of ngw
technologies, especially information an
communication)
23 Increasing computer literacy among studentsghdr institutions and universities by 5
per cent and in junior and high schools by 25 peit by 2015
24 Increasing average telephone density to 5 | Telephone lines and cellular subscribg Acv
main lines per 100 inhabitants and Internet| per 100 population
connections to 10 users per 100 inhabitants Personal computers in use per 100
by the year 2010. population
Internet users per 100 population 1.1 57 8. Prob
ODA/GNI goals and targets
25 Contribution to the Median-Tern resource | Budget support 20.0] 16.2 5.2 Prob
envelope Project support 22.4| 124 13.6 | Prob
Domestic revenue 57.0 714 81.2 | Prob
Unemployment rate of 15-24 year old 6.3 3.4 Prob
Debt relief committed under HIPC $69. | $86. Prob
initiative m 6m
Debt service as a % of exports of goo@l20.4 15.8 Prob
and services
26 Donor countries providing more than 0.20 perNet ODA total and to LDCs, as
cent of their GNI as ODA to LDCs: continug percentage of OECD/DAC donors’ G
to do so and increase their efforitéafe
generous ODA for countries committed to
poverty reductior)
27 Other donor countries which have met the 0.1%@et target: undertake to reach 0.20
per cent expeditiously
28 All other donor countries which have committeerselves to the 0.15 per cent target

reaffirm their commitment and undertake eitherdbiave the target within the next five
years or to make their best efforts to accelets endeavors to reach the target

Acv = Achieved Prob=>»Probably, Ukly =»Unlikely, Potly=>» Potentially

1.0 Background

Uganda is a landlocked country located in the B&stan region bordering with Kenya
to the East, Tanzania to the south, Rwanda to ¢dhéhsvest, Democratic Republic of
Congo to the west, and Sudan to the North. It hasah surface area of 241,550.7 sq km
of which 199,807.4 Sq km is land (arable land iy &1.6%), while water and swamps
cover a total of 41,743.2 sq km. Uganda’s poputatias estimated to be 30.7 millions in
2009, of which 51% are females. The country’s ahmgpulation growth rate has
remained relatively high at 3.2% well above the ReScent for sub-Saharan Africa.
Uganda is an LDC with majority (72%) of the popidatstill reliant on the agricultural
sector for their livelihoods and employment. Asl&C, Uganda is part of the Brussels
Program Of Action (BPOA) since 2001.

The BPOA aimed to ensure that the LDCs achievaasadile development by 2010 and
stipulated thatits success will be judged by its contribution togress of LDCs toward
achieving international development targets, as @&sltheir graduation from the list of
LDCs'. Uganda has been committed to the BPOA that getu30 time-bound and
measurable international development goals, inolthiose contained in the Millennium
Declaration. This assessment is tH& & the series of assessments cataloging the
achievements so far registered by Uganda throggimplementation of the BPOA. The
first and second assessments were done in 2002080respectively.
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Structure of the report

In this report, we highlight the progress made bgahba towards achieving the
commitments of the Programme of Action for the LO@sthe Decade 2001-2010. The
report contains four sections; section 1 is intatddun; section 2 provides the key
economic social political and environmental trergksction 3 assesses the progress and
challenges in the implementation of the commitmeaftthe program of action; section
four assesses the impact of the global financidlesonomic crisis; while five gives the
conclusion and the way forward.

2.0  The National Development Planning Process akky Economic, Social,
Political and Environmental Trends

2.1 Introduction

Uganda has taken major steps in fighting poverty latnging sustainable and equitable
development. Accordingly, the Government of Ugamdt support from development
partners and in partnership with Civil Society Qrigations (CSO) has designed policy
frameworks, and programs, which are people-centenedyeared towards addressing the
needs of the poor in terms of providing better alogervices as well as attaining a higher
economic performance at the macro and micro le\&tecifically, poverty eradication
programs have focused on the provision of basiéak®@ervices, social safety nets,
physical infrastructure, agrarian reforms, improvealket access and provision of credit
and measures to ensure the sustainability of ratesources and the environment.
Human development and provision of infrastructuwrehsas schools and health facilities
are also key areas that the country is making pssgr The number of hospitals increased
from 101 in 2004 to 114 in 2006, while health centeincreased from 904 in 2004 to
955 in 2006. Uganda currently has a total of 19 gdthary schools scattered across the
country, having increased from 12,500 schools i6020n 2005, Uganda had a total of
1961 secondary schools and this has risen to 20808nd of 2008. Private sector
participation in provision of secondary school ettion has been very instrumental in
infrastructure development. In 2008, of the 2,988osdary schools, 31.4% were owned
by Government and 57.3% owned by private sectorttamdest owned by communities.

Since the decade, Uganda has registered a strongmaic growth and political stability.
Uganda’s real GDPhas been growing at an average rate of 6.8% fehmféithe decade
while the income poverty levels reduced from 37.#%62002 to 31% in 2005/06.
However, the national poverty level estimates f@@2 are yet to be made. Much of the
economic growth has been attributed to macro-ecan@nd political stability that
Uganda has experienced since the coming of NatiBeglistance Movement (NRM)
Government to power.. The main macro-economic ¢bpof the Government during
this decade was to have a strong and stable macroenc environment favorable for
private sector development.

On the whole this has been achieved including tlaerbteconomic management targets
of an inflation rate of 5% per annum (although dgr2008/09, the country experienced a

> GDP is the value of goods and services produced with in an economic tervitory of the conntry



high annual inflation rate of 15.2% mainly resujtifrom a dramatic increase in food
inflation that reached the peak of 33.7% in the esamar); foreign reserves to cover 5
months of imports; and a competitive exchange f&te. realization of the robust growth

rate and other macro-economic targets was madeghrthe Government's consistent
pursuit of a market-based economic growth stratedyby the private sector; a prudent
fiscal regime geared to gradually improving revenwnd restraining expansion in
Government expenditures, while maintaining a strémgus in poverty eradication as

outlined in the Poverty Eradication Action Plan ). However, Uganda’'s economic

growth continued to be hampered by poor physidahgtructure high population growth

rate (3.2%), impacts of HIV/AIDS, insecurity in mioern Uganda (which has been
contained and peace established in the recent, pesgtative effects of climatic change
that has led to decline of the agricultural segenformance, declining terms of trade of
Uganda’s commodity exports in the international ke&s other the regional markets, as
well as the impact of global economic and finanaasis. Uganda also has a young
financial sector, characterized by high interes¢sawhich has negatively impacted on
credit expansion and investment hindering the goagstal formation that has stagnated
at 22% of GDP for much of the decade compared ©©OBRirget of 25% by 2015.

2.2 Uganda’s National Planning Frameworks 2001-2009

Uganda has implemented its development strateggugfmout the decade, firmly
anchored on its Poverty Eradication Action Plan APEframework which is also the
country’s PRSP. The successor National Developitant (NDP) has been developed
and is expected to be implemented for five yeamsfjuly, 2010 up to 2014/15.

The Poverty Eradication Action Plan (PEAP)

PEAP has been Uganda’'s overarching policy framewimk achieving economic
development in Uganda since 1997. PEAP 1 coveredperiod 1997/2001, PEAP 2
2001/2004 and PEAP 3 covered the period 2005/2008/as extended for one year (i.e.
2009/10) to allow for the completion of the Natibiizevelopment Plan (NDP). The
PEAP has also been the country’s main strategyewark for the attainment of the
Millennium Development Goals (MDGs). It was desigrte guide policy makers and
implementers under 5 main pilldren the development of the economy. The poverty
eradication priority areas under the PEAP were hmrh of extensive consultation at
different levels ranging from local Governmentseliministries, the executive and
legislature. The budget allocations were translatéa expenditure on national sectors
through three year rolling MTEF. The PEAP was eatdd and updated every four
years, through a wide consultative process. Neveldpments were incorporated that
reflected the changing aspirations of the peopldgsnda.

Agriculture Policy Framework: As part of the wider poverty reduction initiative,
Government of Uganda adopted the Plan for the Mozation of Agriculture (PMA) as
a means of boosting agriculture production and equently increase household
incomes. One of the pillars of the PMA, is Natiogdriculture Advisory Services
(NAADS), which provides extension services to farspevas rolled out to 37 districts by

% pillar 1 Economic management, Pillar 2-Enhancingguction, competitiveness and Incomes, Pillar 31886
Conflict resolution and disaster management, PilaBood governance, Pillar 5 Human development



2005 and now covers all districts of Uganda. The52énid term evaluation of PMA
indicated that household adoption of improved tetbgies and marketing of output
increased (Oxford policy Department, 2005). The é&ayment Strategy Investment Plan
considers the review and harmonization of absdawes, rules and legislations as key in
achieving the objectives of the agriculture sechoraddition, the plan also focuses on
implementation of crop, livestock and fisheries dawregulations, standards and
guidelines along the entire value chain. Uganda &isoduced the ‘Prosperity For All’
initiative in 2006 as a way of refocusing the figlgainst poverty at a household level. As
part of this initiative, a Minister of State in ega of Micro-Finance was appointed to
coordinate the implementation of this program thimis at giving micro-credit to the
‘economically active poor’ throughout the country.

Education Policy FrameworklUganda has been committed towards human develdpmen
of her population. The Government’s introduction @ontinued support of the Universal
Primary Education (UPE) Uganda Post-Primary Edooatind Training (UPET) and
currently Universal Secondary Education (USE) hareated a strong foundation for
development of human capital. The Government hasstneamed gender issues in most
aspects of human development. The girl child han leenphasized both under UPE and
USE programs while in public universities; womernvdndeen given 1.5 extra points,
thereby reducing gender disparities in enrolmehtotigh the Education Sector Strategic
Investment Plan (ESIP), the education sector hesived an average of 16.4% of the
national budget since the beginning of the decamieureview. The MDG targets under
this sector are viewed as achievable (see table Al)

Water and Health Policy Framework:In order to improve access to water, the
Government developed sector investment plans foaruand rural water supply. The
Government has also implemented the Health Sedtate§ic Plan (HSSP) and Health
Sector Investment Plan focusing primarily on hygieand sanitation, immunization,
malaria control, Reproductive Health and HIV/AIDShe primary healthcare
implemented by the government is aiming at delhgriof the Uganda National
Minimum Healthcare package of which malaria contaod management is central.
Malaria has been found to be halving the per capitome in long term, while
HIV/AIDS reduces per capita growth by an effect@7% on average and by 2025,
Uganda’s economy would be 35% less than what wdade been in absence of
HIV/AIDS. PEAP focused on reducing morbidity levels a consistent way of dealing
with causes of poverty at household level espgcationg the rural population. In 2002,
the Government introduced and encouraged adopfiddome Based Management of
Fever (HBMF) which led to free malaria treatmentotigh the use of Community
Medicine Distributors. The Community Medicine Dibtrtors’ work has led to reduction
on both inpatients and out patient cases at hdalthities. To increase the use of
Insecticide Treated Nets especially among the nuoak, the Government provided free
ITNs and also abolished taxes on the same in 20§anda is unlikely to achieve most of
the health MDG targets by 2015 as shown in table Al

HIV/AIDS policy framework: In view of the devastating impact of HIV/AIDS bo#t
Macro and Micro level, Uganda has implemented @mogr and put in place relevant
policies and legislations to provide the enablingimnment for combating the disease.
Consequently, Uganda has already achieved the MdD@ett of halting the HIV/AIDS
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and has begun to reverse the spread of the sarheough the implementation of the
National Strategic Plan (NSP) 2007/08-2011/12 Ugawill comprehensively address
universal access for three priority service argaprevention, care and treatment and
social support with clear targets. In August 200@anda designed a National HIV
Prevention Policy Guideline; while in 2008, a Natb Guideline for HIV/AIDS
Communication (NGC) was also designed. Other HIXD8I programs so far
implemented covered; a) awareness raising and adypb) blood transfusion safety; c)
Voluntary counseling and testing; d) promotion obsfinence, Be faithful & Use
Condom and Plus other methods (ABC+); e) Psych@ksapport for vulnerable groups
such as People Living With AIDS and orphans; f)vierdion of Mother To Child
Transmission (PMTCT); g) Provision of Post Expos@phylaxis (PEP); and h)
Provision of Antiretroviral Therapy (ARVs). The HB3l (2005-2009) aims at increasing
the TB case detection rate from 60% in 2005 to #0% in 2009 the target were: a)
increase the TB cure rate to 85%; b) Reduce TBcéssal deaths by half to 3.1%; and c)
Attain full coverage of TB Directly Observed Treamh Short-Course country wide.

Northern Uganda Policy FrameworkFurther more, Uganda started special programs to
address special development needs of war-affeatesis aof northern Uganda and the
cattle rustling areas of Karamoja. The programsehlbgen addressing infrastructure
development and provision of credit facilities. Theograms included; 1) Northern
Uganda Rehabilitation Program; 2) Northern Ugandeigd Action Fund; 3) Emergency
Rehabilitation Plan; 4) the Karamoja DevelopmermtgPam; 5) the Peace, Recovery and
Development Program that is aimed at addressindgimental structural problems in the
north of the country.

Regarding national security, Uganda with assistaoteinternational development

partners, implemented a series of national andnat®mnal responses to improve the
security and economic conditions in Northern Ugaritlaese responses included; 1)
Peace negotiations with various rebel groups;etension of amnesty since 2000 to all
those who denounced rebellion; Reconciliation éffdacilitated by NGOs, traditional

leaders and religious leaders between the Govermamehthe Lord’s Resistance Army
rebels); Uganda signed the 1999 Nairobi Moratorjpnocess on small arms and light
weapons; 2) Security responses included, Militapgrations by the Uganda Peoples
Defense Forces and local militia groups over theelse The Karamoja disarmament
program since 2001 that has checked on cattlérgsthd gun trafficking; and 3) Socio-

economic responses (such as provision of healtigatin, water and sanitation services
to vulnerable people).

The International responses came mainly throughgéudsupport to the national
programs and provision of emergency aid. The deveémt aid funds given to Uganda
have gone to support key poverty programs undePtwerty Action Fund, the Northern
Uganda Social Action Fund, the Local Governmentdbdgyment Program and European
Commission projects. The international communityntdbuted to the national
political/legal responses mainly during reconcitiat and mediation efforts between
Government of Uganda and the armed rebels, indutie Carter Center Dialogue.
Humanitarian responses like food distribution, wated sanitation, and medical care by
International Humanitarian agencies



Political Governance Framework: Uganda made and is still governed under the 1995
constitution which was amended in 2005 removing phesidential term limits and
opening up political space by adapting the multigpaystem of governance. Article 1 of
the constitution provides thaiAfi power belongs to the people who shall exertissr
sovereignty in accordance with this constitutioThe people shall express their will and
consent on who shall govern them and how they dhiogilgoverned through regular,
free and fair elections of their representatives tbrough referenda Since 1994,
Ugandans have gone through a number of electiarging from those for Constituent
Assembly delegates in 1994, the Presidential amiiaRentary elections of 1996, 2001
and 2006, to a series of local council electiortonaide. Through the regular elections,
Ugandans have had an opportunity to choose therdead their choices a fact that has
contributed to relative stability in most parts thfie country. The Uganda Electoral
Commission is mandated to organize, conduct andrsige elections as per Articles 60,
61 and 62 of the constitution. The Electoral Consiniss mandate to conduct “free and
fair elections and referenda”. The electoral lavElganda are held in eight different law
documents; 1) the constitution; 2) the Electoraim@ussion Act; 3) the political parties
and Organizations Act; 4) the Presidential eledidat; 5) the Parliamentary elections
Act; 6) the Local Governments Act; 7) National Warge Council Act; 8) National
Youth Act; and 9) the Referendum and other prowisiAct.

The Proposed National Development Plan (NDP)

The new five year National Development Plan (NDI)i¢h is the successor to PEAP) is
designed and built on the achievements of PEAP 2 RIBAP 3. Whereas the PEAP
reflected a focus on eradicating poverty, microrecoic stability, and enhancement of
human well-being, the NDP is growth oriented, faegon the production of goods and
services, growth in per-capita income and enhanonewfehuman well-being. The NDP
focuses on the rapid modernization of the econowlypse development strategy is
aimed at wealth creation. The NDP (2010/11 to 2DBY¥ith its seven objectivés
classifies the sectors of the economy into foustelts as follows; 1) primary growth
sectors; 2) Complementary sect8rs3) the social sectotsand 4) Enabling sectdts
Consequently, for promoting sustainable developmém: NDP has identified the
following as priorities; a) lifting economic growih the key sectors; a) improving the
environment for economic growth; and c) ensuringjadalevelopment.

To ensure that NDP is effectively implemented, amplementation plan has been
prepared for successful execution of the prioriiesl strategies. The plan emphasizes
strong linkages between policy, planning, impleragah monitoring and evaluation. It

4 a) Increase household incomes; b) Enbance the quality and availability of gainful employment; c) Improve the stock and quality of
economic and trade infrastructure; d) Increase access to quality social services ¢) Promote innovation and competitive industries; f)
Harness natural resources and environment for sustainable development; and g) strengthen good governance and improve human
security.

SAgﬁm/lMe’, Manunfacturing, Mining, Forestry, Oil and gas, tourism, ICT, and Housing

6 transport and works, energy —power and biomass, land management and administration, physical planning, nrban development,
trade development, financial services, cooperatives, science technology and innovation, and water for production

! population, labour and employment, health and nutrition, education and sports, skills development, HIV'/ AIDS, social
development, and water and sanitation

8 good governance, national defense and security, justice law and order, accountability, efficiency in public service delivery,
meteorology; ECA integration, Statistics, and environment



also emphasizes the responsibilities and accodityalif the various structures,
institutions and systems.

Millennium Development Goals (MDGS)

Since 2000, the implementation of programs to aehiMDGs was integrated into
Government’'s programs across all sectors. The Govent of Uganda ensured that
every ministry and department integrated the relevidlDG into their activities.
Uganda’s progress on the MDGs is monitored usirtg ffam the National Statistical
System and is reported in the MDG status repond,the country’s status is shown in
table Al.

With regard to Goal 1 of eradicating extreme poyvamd hunger, it is highly probable
that Uganda will halve the proportion of peoplaniy in extreme poverty by 2015, but
remains potentially able to halve the proportiopebple suffering from hunger by 2015.
In response to this, the NDP has focused on creatiomeaningful employment and
increasing budget allocation to the agriculturattee for 2010/11 and 2014/15 from
current 4.4% to 6.0%. With regard to achievingversal primary education, and
ensuring that children both boys and girls willeabb complete a full course of primary
schooling, it is probable that Uganda will achidiés goal by 2015 as the state of
supportive environment is rated to be strong. THBPNwill maintain the budget

allocation to the education sector above 15% amuke@rd to increase it to 17.1%.
Uganda’s progress in relation to goal three “pragender equality and empowering of
women” is assessed as probably achievable by 20§&nda has strong supportive
environment that has tremendously increased wonparticipation in politics, narrowed

down the gender enrolment gap at primary schodlJevhich is also likely to reduce at
secondary school level with the introduction of Wmsal Secondary Education (USE).

However, on reduction of child mortality i.e. G@gland improving maternal health, i.e.
goal 5, Uganda is unlikely to achieve these targgt2015. As a way of improving the
enabling environment for these goals, Uganda totdinue the emphasis of the girl child
under USE to reduce teenager pregnancies, inctaadget allocation to health from
10.42% to 11.7% of total budget, and achieving faltcination coverage. Uganda has
created a Sexual and Reproductive Health budgetumder the Ministry of Health to
improve on service delivery. The Government wilhtioue focusing on improvement in
national wide security to facilitate easy accessdalth units throughout the country.

Under goal 6 i.e. “Combat HIV/AIDS, malaria and ethdiseases”, Uganda has already
halted and began to reverse the spread of HIV/All28ause of the strong supportive
environment. However, Uganda still remains potdgtiable to achieve the malaria
target of halting and begin to reverse the incidghtmalaria and other major diseases.
Uganda continues to focus on preventive care didesft management of malaria cases,
HIV/AIDS interventions as well efficient resourcélization and management of health
related projects. With respect to goal 7 “Ensugngironmental sustainability”, Uganda
is potentially able to achieve the target by 20W§anda continues to focus on rural
electrification to reduce dependency on naturadusse base for energy, maintenance of
safe water sources, improving the institutionalfesvork for environmental health,
promoting afforestation among others. Uganda hasspecific targets for goal 8



“Developing global partnership for development’wewer, Uganda’s NDP is devoted to
the matter of developing partnerships for the radilbn of development targets.

3.0 The Progress and Challenges in the Implementati of BPOA Commitments

3.1.1 Introduction

This section provides an analysis of the progrdst tJganda has made towards
achieving the commitments of the Brussels Progrddiion (BPOA) and in particular,
the principle target of GDP growth rate of 7% penam and ratio of investment to GDP
of 25% per annum. It further reviews the extentvtich Uganda’s policies and external
support measures have fulfilled the following pities of the program, namely;
reduction in extreme poverty; ii) development ofifan and institutional resources to
support sustained growth and sustainable developnignremoving the supply side
constraints and enhancing productive capacity;eiancing Uganda’s share in world
trade and global financial investment flows; enmitental protection; as well vi)
attaining food security and reducing malnutritiot also identifies critical
accomplishments and outstanding challenges in eftie seven commitments with the
BPOA.

3.1.2 Progress on GDP Growth and Investment GrowtRates

Over the years, Uganda’s economic growth has beaterly impressive, as it has
recovered steadily from the economic recessionifte@xperienced during the 1970’s
and 1980’s. The shuttered economy has been refasdilj and the people’s living
standards have been tremendously raised. Ugaret'§DP has been growing though
not at a steady rate since the beginning of thadkcThe average growth rate achieved
during the decade 2001/09 was 7.9% which broadlgtsnBPOA targets. The highest
peak (10.8%) was experienced in 2006, followed lgeeine in 2007 (8.4%) and 2008
(9.0%) - see figure 1.

With regard to per-capita GDP, growth was registeoger the period from 441,712

Ug.shs in 2000/01 to 990,314 Ug.shs in 2008/0%oalgh punctuated by declines —see
figure 2. Similarly, Uganda’s GDP per capita innsrof PPP grew since 2002 from
1,390 US$ in 2002 to 1,626 US$ in 2005. On the whbétween 2000/01 and 2008/09,
Uganda’s per-capita GDP has been growing at arageeannual rate of 4.5%.
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Figure 1 Uganda’'s GDP at Market Prices Figure 2 Per Capita GDP at Market Prices
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Uganda has been able to meet the BPOA growth talgmtause of her rapidly growing
service sector whose contribution to GDP has grérem 41.2% in 2001/2002 to over
51.2% in 2008/09 and grew up to 20% per annum O841®. This strong growth of the
service sector has been mainly due to high growtinainsport and communications sub-
sector. Over the last five years, this sub-secisrriegistered an average growth of 24.4%
per annum, thus achieving the fastest steady growén the period relative to other
sectors of the economy. In addition, to the senseetor, moderate growth was
experienced in the manufacturing sector whose Gd®ibution has grown from 18.9%
in 2001/02 to 24.2% in 2008/09 and registered avtiraate of 8.3% in 2008/09. The
sector was driven by strong growthin food processing that helped to cushion the
manufacturing activities from the impact of thelgdbfinancial crisis.

Figure 3 Sector contribution to GDP at basic price Figure 4 Growth (volume) of exports (2000/ 2009)
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® The food processing sub-sector grew at 12% in the last quarter of 2009
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Uganda would have achieved higher GDP growth rifitesr agriculture sector’s growth
rate was more buoyant. Since the beginning of #wmade, the sector has experienced a
rapid declining growth rate from 3.8% per annum203/4 to 1.5% in 2004/5 and
further declined to 0.4% in 2005/06 with a sligmprovement to 2.6% in 2008/09. This
decline made the agriculture sector’s percentagéribotion to GDP decline from 39.9%

in 2001/02 to 21.2% in 2007/08 although there waddight improvement to 23.7% in
2008/09. Uganda’s agriculture sector is predontigaain fed, with limited or no back
stoppers to help mitigate the effects of climatiamges. The sector has had to bare the
blunt effects of prolonged drought, delayed raind #oods that have been experienced
in most parts of the country. This recent improvetreas been partly attributed to the
refocusing of agriculture extension services thro0AADS, agriculture recovery in
north and north-eastern parts of the country falhgwa resettlement of Internally
Displaced Persons (IDPs) back into their villagesragin as well as high market prices
offered for food crops in neighboring countries ®buthern Sudan and Democratic
Republic of Congo (DRC).

Furthermore, the declining growth rate of the agtize sector whose activities are
especially labour intensive implies less gainfulptogment for the less educated and
rural based majority of the population. There igthéo have more investment in the
agricultural sector to improve productivity and jutt since it still employs 72% of the
national labour force and contributes 85% to thal exports.

3.1.3 Progress in Capital Formation

Uganda'’s Gross Fixed Capital Formation as a peagenshare of GDP (at current prices)
has been consistently lower than in East Asian @tioes over the period 1999 to 2007
(figure 5) fluctuating between 22% and 23.7% durihg decade under review. This is
below the BPOA recommended target of 25% by 201&riig the decade, the
Government has undertaken a wide range of polid/ regulatory reforms that have
strengthened the supervision of the financial sediotable progress has been made in
regulating the banking sector, which was recerttigrmgthened with the enactment of the
Financial Institutions Act and the Micro finance pgosit-Taking Institutions Act.
Furthermore, there has been some progress in thelopenent of Uganda’s capital
markets and the launching of the Uganda Secuiie¢hange has created an avenue for
greater popular participation in the securitieskatr

In spite of the Government'’s efforts to develop dedpen Uganda’s financial sector, the
rate of growth of the gross fixed capital formatisnstill lower than the Sub-Saharan
average. Uganda'’s financial sector is till underedeped, characterized by; a low
saving rate, high cost of credit, reducing the @estcapacity for credit expansion which
is in turn is reflected by the under-developed tpnarkets. The net effect of the above
has been to keep the gross fixed capital forma®a percentage of GDP low and some
what stagnant, which limits the economy’s capatitycreate new jobs. Therefore the
Government will continue to work to strengthen aegpen the financial sector to meet
the BPOA target by 2015.

Figure 5 Gross fixed capital formation (% of GDP)
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3.2 Assessment in Progress in Reducing Extreme Paoye

As already mentioned, Uganda has registered tremusngrogress towards poverty
eradication (African Peer Review Mechanism 200@ducing income poverty from

37.7% in 2002/03 to 31.1% in 2005/06. Uganda’s alvémprovement in poverty levels

since 2001 was driven mainly by increases in awenagome, rather than re-distribution.
This is shown by gaps in poverty levels betweenlr(84%) and urban (14%) residents,
and the regional disparities (Northern Uganda 61#% Bastern Uganda 36%, western
Uganda 20.5% and Central Uganda 16.4%)—see taliMofeover the most vulnerable

groups to poverty have been found to be women aildren-headed households, IDPs,
crop farming households, and the unemployed.

Whereas Uganda is broadly on the right track totrttem BPOA target of bringing the
head count poverty levels to 28% by 2015, the lopereet the ambitious PEAP target of
10% by 2017, still remains a challenge. Despite tteenendous reduction in poverty
levels the country has registered, a significaopprtion (20.4%) of Ugandans are still
living in chronic povert}’. This compares very unfavorably with the MDG targé
11.5% by 2015. The BPOA targeted to halve the ptapo of people suffering from
hunger by 2015 (target 41.7%). Though Uganda hadensbme progress towards
meeting this target (reducing from 83.4%, to 58.78663.5% and to 68.5% in 1992,
1999, 2002, and 2006 respectively) there is stiitahat needs to be done. Nearly two
fifths (38%) of the children under five in Ugandee atunted or too short for their age,
while 6% were wasted or too thin for their heigahd 16% were under weight. In
response to the above trends, the Government ohd#ghas developed a Food and
Nutrition Policy to help mainstream actions on itigin into sector plans, thereby hoping
to improve the MDG indicators on nutrition. The @stments in mitigating the climatic
changes will help increase agricultural output antlance the chances of meeting this
target. Uganda will need more support, in termsrefources from the development
partners to make heavy investments, if it is totrtie® above targets by the set date.

9 The chronic poor are those whose poverty statornes unchanged over time and constitutes the
poorest of the poor
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Table 1 Proportion of people below the income poviy line (%)

1992 | 1993/4 | 1994/5 | 1996 | 1997/8 | 1999/2000 | 2002/03 | 2005/06
National | 55.7 | 51.2 50.2 49.1 44.4 33.8 37.7 31.1
Rural 59.7| 55.6 54.3 53.7 48.7 37.4 41.1 34.2
Urban 27.8| 21.0 21.5 19.8 16.7 9.6 12.2 13.7
Central 46.0 28.0 19.7 22.3 16.4
Western 53.0 43.0 26.2 31.4 20.5
Eastern 59.0 54.0 35.0 46.0 35.9
Northern | 72.0 60.0 63.7 63.6 60.7

Source: Uganda human development report 2007, aBO® Statistical
abstract 2009

In order for Uganda to achieve more meaningful anstainable poverty reduction at
household level, and meet the BPOA targets by 2Giddies have identified the
following as the critical drivers of poverty andnte need to be addressed; 1) Increasing
the rate of growth of the agricultural sector; @htinue to ensure security of all regions
and the disarmament of the Karamojong be complatedoon as possible; 3) Speedy
implementation of Northern Uganda rehabilitatiorogzams 4) Comprehensively
addressing the high fertility rates (of 6-9 childreand high (3.24%) population growth
rate; and 6) Continuing the provision of socialwmmic services of health, education,
water supply, financial services, roads and markets

3.3 Assessment of Progress in Developing Human ahmstitutional Resources to
Support sustained Growth and Development

3.3.1 Introduction

A healthy and well-educated population is a neaggssandition for development of any
country. In Uganda, households’ economic statuskas highly linked with their health
and educational status as well as their socialtalagnd hence the Government has
concentrated her attention in obtaining a healtiy \&ell-educated population as a basis
for her sustainable development. There has beeibetdale massive Government's
investment® in education and health (see figure 6) to addtiesshuman development
concerns. Evidently, there has been an increapeinmry school enrolment, number of
primary and secondary schools as well as public arigate higher institutions of
learning. In the health sector, Uganda is impleingnthe HSSP that has focused on
improving the quality of health care and treatmehtmalaria, sanitation, community
mobilization, Sexual Reproductive Health and famjilanning, TB, and HIV/AIDS
among other issues. There has been progress icimgdhe prevalence of AIDS to about
6.4% (sero-behavioural survey 2004/05), though mecgtudies show increase in
infections and shifting of high prevalence to thdesestable marriage relationships.
Uganda is also implementing an Infant and Matektedlth Strategy to address child and
maternal health issues. Focus has also been parbweision of safe water.

1 The percentage share of the national budget,igeesf6
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Figure 6 Medium term expenditure allocation-%
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Under the PEAP, the following were identified as thkey priority areas in Uganda’s
human development efforts; 1) Primary and seconddugation: with a focus on quality;
2) Improving health outcomes; 3) Increasing peaphility to plan the size of their
families through access to information; and 4) Camity empowerment including adult
literacy. These have been maintained as priorigagrin the NDP although some
additional areas have been added such as; skiWslapament, as well as labour and
employment for the period 2010-2015.

To ensure the effective delivery of the requirediises, Government had to improve the
capacities of the respective institutions. For libalth sector, the Government under the
HSSP upgraded infrastructure, abolished user fepsililic facilities, provided subsidies
to the not-for-profit sector, and upgraded traineogd enhanced drug availability. To
improve on the education service delivery, the Gowent focused on the following
issues; 1) Multi-grade teaching; 2) double-shificteing; 3) Incentives for teachers in
hard-to reach areas; 4) provision of schools aadscbom facilities; 5) training teachers
in special needs education; 6) provision of badiecation in emergency situations; 7) A
school feeding programme in selected areas.

3.3.2 Progress in Human Development Index (HDI)

The Human Development Ind&xas an indicator of human empowerment in any given
country shows how wide people’s choices are angldwborm for making such choices.
When these choices are widened, then people caglogetheir full potential in order to
lead productive and creative lives in accordandh wieir needs and interests (UNDP,
2001). According to the 2001 HDI, Uganda was rankechber 141 out of 162 countries,
placing it among the most under-developed and pyatricken countries in the world.
Uganda’s HDI has however been improving since tlasnseen in figure 7. The
improvement in Uganda'’s HDI is highly attributedth® UPE program that has improved

Hmﬂan Development Index (HDI) is a composite index embracing longevity (measured by life expectancy), knowledge (measured by education
bining adult literacy and gross enrollment in the ratio of two thirds and one third respectively), as well as
income per capita (mmmnd in terms of purchasing power parity).

#, f-as a composit indicator
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her school enrolment as well as per-capita incoviileen put into the East African
Community context, Uganda still lags behind Kengd d&anzania but the gap has been
narrowed since 2001-See figure 8.

Figure 7 Trends of Uganda’s HDI Figure 8 The HDI trend of EAC Countries
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3.3.3 Progress in Education

The Government of Uganda (GoU) attaches great itapoe to improvement of

education services since it plays a vital role ionpoting sustainable development. In
Uganda, education services at all levels (primaegondary and more recently tertiary)
are provided both by private and public sector afi as communities since it is both a
social and economic profitable investment. The 129fanda constitution strongly

supports the contribution of private and socialt@escin providing education services
“Individuals, religious bodies and other non-Goveemtal organizations shall be free to
found and operate educational institutions if treeymply with the general educational
policy of the country and maintain national standisir However, the Government-aided
schools still constitute the majority. For exampl®% of primary schools are

Government aided, while the private schools camstitt1% and 15% are community
schools/others owned.

The 2025 vision for Uganda’'s development formulated 1997 incorporated a
commitment to education as a development priof@gnsistent with the sector-wide
approach, the Education Sector Strategic Investnidah (ESIP) 1997-2003 was
prepared to mobilize resources and guide the imagst in this sector. As a result, a
number of achievements have been registered imgude following;

a. Adult Literacy Rates

There has been an improvement in adult literacglemmong the population aged more
than 10 years since the beginning of the decaderureiew from 65% to 69.2% in
2005/06 —see figure 9. The BPOA target was to aszehe literacy levels by 50% by
2015 which for Uganda was to increase it from 66%2.5%.
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Figure 9 Adult Literacy Rate of 10+ year old people Despite the overall
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and Central 80%).
With the current literacy rate of 15-24 years otipplation of 84% and ratio of literate
females to males was 0.73 in 2005/06 and it is givtebthat Uganda will meet the BPOA
target by 2015. The long-term strategy of addresadult literacy challenge is embedded
in proper implementation of the UPE program.

b. Primary Education

Under PEAP, providing Universal Primary Educati®PE) has been one of the main
priorities of the Government and central to the &diwn Sector Investment Plan (ESIP).
Primary education provides children with basic regdwriting and math skills along
with an elementary understanding of such subjectistory, geography, natural science,
social studies, art and music.

Consequently, Government has invested substargmdurces in primary education.
Uganda introduced Universal Primary Education (UREL997 with the intention of
broadening access to primary schooling, largelgubh reducing the costs of schooling.
Its introduction saw primary school enrolment figgiincrease from 3.4 million in 1996
to 5.2 millions in 1997 representing about 68% éase in enrolment and by 2002, the
total enrolled number was about 7.3 million whiakreased to 7.5 millions in 2008. In
order to support this program, the Government oot to inject a substantial portion of
the budgeted resources into the education sectuchweceives the largest share (see
figure 6) in accordance with the second Educatiect@& Investment Plan (ESIP I1). The
budgetary allocation to the education sector igepted to reach a level of 17% by 2015.
As a result of this sustained investment, progreas been registered in the key
performance indicators of primary and secondarycetion as reflected in table 2.
Uganda’s net enrollment ratio in primary educatiocreased from 84% in 2000 to 89%
in 2008. For the period 2000 -2006, male net enealnnatio declined from 85% to 84%,
while the female Net Enrolment Rate (NER)ncreased from 84% to 85% in the
respective years. At this rate of performance, dgamas unlikely to achieve 100% net
enrolment by 2009, but remained potentially abladbieve the target by 2015. Although

" NER is the ratio of pupils in primary school aged 6-12 years to the country total population aged 6-12 years
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there has been relatively good performance in metlment levels, completion rates have
remained low and declining. The overall primary aahcompletion rate dropped from
88.4% in 2000 to 26% in 2008 against the MDG targfetl00% by 2015. (Male
completion rate reduced from 88.3% in 2000 to 2A%008, while that of girls reduced
from 88.5% to 26% over the same period) againsEARPtarget of 69%. Whereas the
cost factors do lead to dropout of both boys anld,geenager pregnancy, early marriage,
and sexual harassment do affect girls more thais.bBgys on the other hand are still
indifferent to education hence easily dropout dfosd.

Table 2 Trend of Key Primary and Secondary Educatia Indicators

Year 2000 | 2001| 2002 2003 2004 2005 2006 2007 2008

Primary Education

Enrolment (‘000s) 6,559| 6,901| 7354| 7,633| 7,377| 7,224| 7,225| 7,538| 7,471

Number of Primary Teache| 110 127 139 146 147 145 150 152 131

(‘000s)

Number of Primary Schools | 12,48| 12,28| 13,33| 13,35| 13,37| 13,57 | 14,09| 14,72| 14,17

0 0 2 3 1 6 3 8 9

%  Annual change i 4.3 5.2 6.6 3.8 3) 2) 1.9 2 (1)

enrolment

Pupil Teacher Ratio 59 54 53 52 50 50 48 57 57

Pupil Classroom Ratio 96 90 87 87 79 74 72 72 72

Net Enrolment Rate 84 100.8| 90.0| 93.0/ 92.0]f 93.0] 89.0

Male NER 85 87 85 85 84 84

Female NER 84 87 86 86 85 85

Completion rate: National 56 60 48 26
Boys 66 71 55 27
Girls 44 51 42 26

Secondary Education

Enrolment 518,931 539,786 | 655,951 683,609| 697,507 | 728,393 | 814,087 | 954,328| 827,504

Number of secondary schoo| 1,892| 2,400| 2,723| 2,899| 3,645| 1,961| 2,286| 2,644| 1,907

Number of teachers 30,40| 30,42| 37,22| 38,54| 37,31| 37,60| 42,67| 24,54| 40,35

8 5 7 9 8 7 3 8 2

Student teacher ratio 17 18 18 18 19 19 19 39 21

Gross enrolment rate Na Na Na Na Na 18.6 22.1 25.0 21

Net enrolment rate Na Na Na Na Na 15.4 18.6 21.3 17.9

Source: Statistical Abstract, UBOS, 2006; Statistical Absty UBOS, 2007; Statistical Abstract,
UBOS, 2008; and Statistical Abstract, UBOS, 2009,

In additional to the general enrolment under UP&gpmm, Government has tried to pay
attention to the education needs of children wpicgal needs.
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Figurel0 Total enrolment of children with speciaheeds
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communities resulting into minimum gender dispasittmong the enrolled children —see
figure 11. This was a result of higher (74%) natoément rate for females compared to
72% for males in 2008. In 2008, the total enrotintor boys (3,730,015 boys) was
almost equal to that of girls (3,730,259 girls)bénefit incidence analysis conducted in
2004 concluded that the UPE programme was not prdypoor but also pro-girls. The
baseline value of net enrolment of 6-12 year olgypation for 2002/2003 was 86.7%
(87% for boys and 86.4% for girls). This increase®1.7% (90.4% for boys and 93.0%
for girls) in 2006.

Figure 11 The Share of Male and females in primary Figure 12 Secondary school enrolment by sex
enrolment
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c. Secondary education

In addition to the Universal Primary Education (JP&overnment launched the Post
Primary Education and Training (UPPET) and UniveSeacondary Education (USE)

programme in 2007. The gross enrolment rate inrskany education was 18.6% in 2005
and improved to 39% in 2007 after the introductidrJSE though it reduced to 21% in

2008. The net enrolment also improved from 15.4%2005 to 21.3% in 2007, which

also reduced to 17.9% in 2008 —see table 2. Géypesabondary school enrolment is still
dominated by boys than girls —see figure 12.
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On the whole, secondary education has been factd aviower completion rate than

primary education for both boys and girls. The ctatipn rates for boys and girls have
been 28% and 22% respectively. This has been atttdito high education costs. There
has not been any significant change in the numbehitdren with special needs enrolled
in secondary schools save for 2007 which showethenease from 10,236 children to
12,103, which increase has been followed by a dnop008. It is important that the

Government addresses the concerns of these chitdtka institutions’ infrastructures.

d. Tertiary education

Currently, Uganda has 144 public institutions, @@ate training service providers, and
17 apprenticeships and enterprise-based trainiograms. Between 2006 and 2008, the
total enrolment increased from 25,682 to 47,298i8itng a 46% increase. Since 1990,
Uganda has exercised affirmative action in favowofmen with regard to admission into
university and other tertiary institutions. Whermpblyng for admission into institutions of
higher learning, girls are awarded 1.5 bonus paimtgop of their scores to help them
gain admission. The policy led to significant irese in the number of women at
universities. The proportion of females in totaldgtnt enrollment increased from 31% in
1993/94 to 40% in 2002 and up to 42% in 2004. GulydJganda has 26 registered and
operational Universities and women enrolment fod®s8% which is higher compared to
women enrolment in other tertiary institutions athiean universities (39.5%). On the
whole, women enrolment in post secondary institigis 42.1% (UBOS 2009). In 2007,
Uganda had a total of 145 higher education in#bitigt (universities and non-universities)
with a total enrolment of 155,000 having grown fréM000 in 2000 signifying a 14%
increase.

3.3.4 Progress in Health

a. Child mortality rate

Generally Uganda has experienced an improvementrends of mortality since
1999/2000 as shown in figure 13. The Infant MotyaRate (IMR) declined from 89
deaths per 1000 live births in 2001 to 75 deathslp0 live births in 2006 not meeting
the 2008 PEAP target of 68 death per 1000 livehb&hd also still below the
MDG/BPOA target of 34 by 2015. The under-five mbtyarate also reduced from 158
in 2001 to 137 in 2006. Although Uganda has beda &b meet her PEAP target, the
MDG and BPOA target of 31 deaths per 1000 livehisifby 2015 still remains an uphill
task. As part of the strategy to reduce child nitytaGovernment has implemented the
affirmative action for the education of women und#?E and USE. This is because,
mothers’ education was found to be strongly assediavith the higher rate of child
survival. Children born to a mother with secondarhigher education had a far less rate
(40% less chance of dying before first birthdaydging before their first birthday than
children whose mothers had primary or no education.
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Figure 13 Mortality Trends
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As part of implementation of the first Health Sect®trategic Plan (HSSP), the
Government of Uganda undertook multiple intervemdidike; 1) Immunization; 2)
Integrated Management of Child lliness; 3) Impletagon of child days; and 4) Home
based management of fever (HBMF) as well as otheiakprograms of UPE and USE.

b. Maternal mortality

The estimated maternal mortality is 435 deaths 1,000 live births (UDHS 2006)
having reduced from 527 level in 1995 and this niiesteduced further to 131 deaths per
1000 live births which is the MDG and BPOA target 2015. The major causes of
maternal mortality in Uganda have been identifisdlg Severe bleeding; 2)-Eclampsia,;
3) Unsafe abortions; 4) Obstructed labour; 5) Malar6)HIV/AIDS; 7) High rates of
fertility (6.7 births per woman); 8) Poor accesgjtmlity maternal and neonatal care; 9)
Limited capacity of health facilities to manage dlom/miscarriage complications; 10)
Short pregnancy intervals; 11) High costs of matknealth care, poor information on
safe pregnancy and diseases; 12) Harmful cultuletraditional practices; and 13) Low
status of women in family and community. The Goweent has tried to respond to these
factors in an effort to meet the MDG and BPOA tatheugh it remains unlikely to be
met by 2015.

Interventions towards maternal and child healtheniemplemented through the overall
Health Sector Strategic Plan (HSSP) 2001-2005 tiralelivery of the Uganda National
Minimum Health Care Package. This plan focused miegrating management of
childhood illness, adolescent pregnancy, Emerg@&testetric Care (EmOC) and overall
maternal and newborn health. In addition, the ir@itation of the Sexual Reproductive
Health programs with the support of UNFPA (see rigd4) helped to improve the
proportion of mothers delivering in Government dhilvate-Not-For-Profit health units
to 41.1% in 2006 from 38% in 2001. This was progiesvards meeting the BPOA target
of “Making accessible, through the primary health gyst reproductive health to all
individuals of appropriate ages as soon as possioié no later than the year 2015 i.e.
Percentage of births attended by skilled healthspenel” The elimination of cost
sharing (user fees) at public facilities in 200%tlier encouraged women to use the
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facilities. Uganda’s contraceptive prevalence nateeased from 15.4% in 1995 to 18.6%
in 2001 and by 2006 it had increased to 24.4%.NB® is targeting to achieve 46% by
the year 2014/15. This is in effort to meet the BPtarget of ‘Making available the
widest achievable range of safe, effective, affbleland acceptable family planning and
contraceptive methods- Contraceptive use amongeatlyr married women aged 15-49,
any method”

Flgure 14 Some of RESCUER Program serwces
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Source: RESCUE evaluation 2003 and 2005: Original A Senior TBA with Supplied Delivery Kit and Covered
tricycle Mattress

c. Morbidity level

Uganda has been faced with an increase in diseasal@nce from 29% to 40% between
2002/03 and 2005/06. During the same period, n@alads the most frequent disease
among outpatient accounting for 48% of the disdaséen in 2002 through 2004 and
raising to 51% in 2005 and accounting for 25% o$gi@l admissions and 14% of
hospital deaths. In general, malaria remains thditg cause of illness and death in
Uganda, killing over 70,000 children annually. M&dsis affecting both rural and urban
households with rural households being more aftettsth in terms of morbidity and
mortality. The high malaria prevalence has greladlgnpered the Government'’s efforts of
reducing the high infant mortality rate. To cohtmmalaria, the Government has focused
its interventions on preventive care. ConsequenBpvernment prepared and
disseminated a national policy on Insecticide Tee¢aMaterials (ITMs) leading to
waiving of taxes on those materials and insectididemake them more affordable
especially by the rural poor.
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Government’s response to morbidity also coveredctidrol and treatment of TB. The

HSSP 1l (2005-2009) aimed at increasing the TB citection rate from 60% in 2005 to
70% and in 2009 the targets were: a) increase Bieure rate to 85%; b) Reduce TB
associated deaths by half to 3.1%; and c) Attdiincfoverage of TB Directly Observed

Treatment Short-Course country wide. These targetse to be achieved through

improved laboratory diagnosis, training of micrgsists in peripheral laboratories and
ensuring that every health center IV has one laboraequipped to undertake a smear
microscopy.

Uganda has been one of the most successful camrigringing down HIV prevalence
and incidence rates (Figure 15 and figure 16). dgahas managed to reduce the
prevalence of HIV/AIDS significantly from 18% (199 6.4 % in 2004/05. With this
level of prevalence, Uganda has already achieveddG target. In addition, by 2005,
HIV prevalence rate among persons aged 15-25 yeas.9% (sero-behavioural survey
2004/05), suggesting that Uganda had also met RO target. Currently, it is
estimated that 1 million people are infected with/Hand approximately 130,000 new
infections occur annually, of which 100,000 are agcadults. To curb the new
infections, the Government has drafted a ‘Natiddeér Reaching HIV/AIDS’ policy in
the National Strategic Plan 2007/08-2011/12, whiohuses on HIV infection and
addressing factors that increase vulnerability t¥ khfection. Overall the current level
of prevalence and new infection has continued teehadverse consequences on the
economy, labour supply and productivity, as welbasrall production, and revenues. It
is estimated that by 2025 Uganda’s economy will38& smaller than it would have
been without HIV/AIDS.

In partnership with development partners, the Gowvemt has demonstrated continued
commitment to controlling and preventing HIV/AIDBhere has been an increase in the
funds allocated for the purpose of acceleratingviies against HIV/AIDS. These
include funds from the Global Fund Against AIDS, @Bd Malaria Program. By 2007,
Uganda had received a total of US$ 26.2 million amg HIV/AIDS. Out of the
increased funding, PMTCT services have been soaeto 140 sites in 49 districts
compared to 71 sites in 31 districts in 2002/03tikiroviral Treatment services have
been scaled up (50,000 persons were served by 200@5)\ntiretroviral Therapy are now
part of the national drug distribution system. Byedember 2008, there were
approximately 360,000 PHAs (adults and childrenpwikeeded ART, of which 154,800
(43%) were on ART; and of the 33,000 children wieech ART, about 13,200 (40%)
were receiving the service.

Figure 15 Sero-prevalence by sex 1992-2007 (Mc Figure 16 Projected HIV prevalence by 2025
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According to the NSP’s projected activities, thev&mment of Uganda still needs the
development partners for funding (figure 17). W86% of the projected cost being
funded by development partners, Uganda can onlyag&no continue running the
HIV/AIDS activities. However, if the donors pull band Uganda is to foot the whole
bill, then GoU share in funding these activitiesuldb have to increase from $8m
currently to $511m implying an increase from 0.58616% of GDP which is beyond

reach (see figure 18).

Figure 17 Financing of HIV/AIDS- 2003/4 — 2006/7

Figure 18 GOU Budget Implications on HIV/AIDS
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3.4 Assessing the Progress in Removing Supply Sidenstraints and Enhancing
Productive Capacity to Accelerate Growth, Income ad Employment Generation

3.4.1 Introduction

Uganda is a member of the East African Communit%dk The Common Market for
Eastern and Southern Africa (COMESA) and the Afritlnion (AU) and participates in
initiatives such as New Partnership for African Bleyment (NEPAD) and Inter-
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Governmental Authority for African Development (IGA It qualifies to access the USA

market, under the African Growth and Opportunitlest (AGOA) and the European

Union markets under Everything But Arms (EBA) tramteangement. The 2007 World

Bank Country Economic Memorandum observed that dganeconomy has continued a
remarkable run of growth in the face of shocks. e Tjuality of growth seems to be
improving and many of the features of a dynamimecay are reported to be visible in
Uganda’'s growth experience. For instance, farmegsswitching to new higher value

crops, labor is moving into new occupations, newdpcts are being discovered, new
exports are emerging and the technology comporféntaorts and exports is improving.

Progress has been registered in removing supplg simhstraints and enhancing
productive capacity and promoting expansion of dstioamarkets to accelerate growth,
income and employment generation.

3.4.2 Progress in Infrastructure Development

Uganda being a land locked country, physical inftecture remains a binding constraint
to her economic development. However, Uganda hadgensérong efforts to improve
infrastructure provision. The percentage budgktcation to the works and transport
sector for road construction and maintenance hasased since 2005/06 from 10.1% to
16.4% in 2009/10 - see figure 6. In addition toréased budget allocation, the
Government created the Uganda Road Formation Agéhmy that was in charge of
national roads management in the country. The agems later upgraded to Uganda
National Roads Authority (UNRA). In relation to ntimg BPOA targets of increasing the
road networks, during the decade 2001-2009 Ugaadartade tremendous progress.

In 2001, Uganda had a total road network of appnakely 35,700 km (excluding

community roads) of which about 8% was paved. Tihsstfied road network consisted
of about 9,500 km of which 24% was paved. By the efh 2008, the country had

increased its total road network to 78,100kms oictvt20,800kms were national roads,
17,500 kms district roads, 4,800kms urban roadd, Z8000kms community access
roads. The total road network (excluding the comitgunoads) increased by 21%
between 2001 and 2008. By close of 2008, 15% (3h&Dlof the national roads were
paved representing an increase of 37% (840kmsg &601.

Currently roads show an adequate road density 6f m&g-km and about 67% of
households have access to a usable road all yesd.rdHowever, the quality of
community access roads remains low with less ti@&a th good condition. Only 17% of
households were close to feeder roads in good tondin 2008. In spite of
improvements in roads network, Uganda’s motorizatimte was low at 9.3 vehicles per
1000 Ugandans, of which 3.4 were motorcycles. Thenee 247,045 vehicles in Uganda
in 2004 and 470,488 vehicles in 2008. Uganda egpeeid an increase in container
traffic from Mombasa totaling to 123,147 and a ltafa3.7 million tons of merchandise
being imported through the same pdtefya Ports Authority —April 2009

Furthermore, over the same period, new vehiclestedion increased from 38,451 new
vehicles in 2004 to over 100,000 vehicles in 200& BPOA provides that LDCs should
modernize and expand railway connections and f@&si)i by the end of the decade. In
response to this target, Uganda prioritized thg@amation of a Railway Master Plan to.
guide investments. By 1990, the total rail netwads 1266km, which has since declined
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to 321kms of functional rail network from Malabaidpala (251km) and Port-Bell- link
(9kms), Tororo-Mbale line (61Km). The Uganda RaywaCorporation was privatized
through concessioning its operations and maintenahthe functional rail system to the
Rift valley Railways Ltd. In the African Region dent, Uganda has recently adopted a
continental position on harmonization of the railige to standard gauge of 1.435m. This
is intended to increase continental connectivigrriage capacity and reduce on transit
time. In addition to rail transport, GovernmensHhauilt a new passenger/cargo ferry
(MV Kalangala) between Kalangala and the main kansupplement the already existing
ferries. There have been a number of significaiornes in the transport sector that aim at
separation of roles and responsibilities with resp® policy formulation, road
development and maintenance, regulation and fingncThe result of this has been
creation of UNRA. Others that are about to be aypgilaare; a Transport Master Planning
Unit, National Road Safety Authority, Multi Sectbfiaansport Regulatory Authority and
an autonomous Metropolitan Area Transport Authodsty well as Metropolitan Area
Transport Executive.

3.4.3 Progress in Technology, Research and Develepm

Uganda still scores low in the area of research dawklopment. Over the 2001-2009,
expenditure on Research and Development was 0.8% 0. There were just 24
researchers employed per 1 million people in Ugatutapared to over 300 researchers
per 1 million people in South Africa. Uganda hadyoone researcher per a thousand
members of the workforce compared to over five aedeers per a thousand in the
developed world. Within the manufacturing sectechhological growth was still weak
as only 14% of the manufactured exports were sakbthigh-tech products. By 2005, of
the total recorded applications for industrial pdp rights, 75% were owned by foreign
enterprises suggesting that local innovation wakvetak. Additionally, out of 26,189
trademarks registered, a third was local as of 2004

Since 2001, Government has responded to the challef limited science and
technology capacity by; 1) setting up a full fledgministry for ICT (Ministry for
Information and Communication Technology-MoICT); Rgveloping a National ICT
Policy in 2008/09; 3) Harmonizing National ICT mfliwith the Regional ICT Policy; 4)
Drafting the cyber bill; 5) Developing the Rural i@munications Development Policy;
and 6) Abolishing taxes on computers and software.

Further more, in response to the low level of redeaand development, Uganda
established the Uganda Industrial Research Instifatough the Act of Parliament in
2002, the Uganda National Council of Science anthmelogy, and other institutions all

geared towards promoting scientific research. furthore, in response to the BPOA
target of increasing computer literacy among sttglein higher institutions and

universities by 50% and in junior and high schobis 25 per cent by 2015, the
Government integrated ICT into education curricilae policy calls for exposure to

science for all university students as well as mwpd research and technological
infrastructure. Beginning in 2005/06, 70% of thedeints sponsored by Government in
higher institutions of learning have been in tled$ of science.

With regard to telecommunication sub-sector, Ugardes registered tremendous
progress. Uganda has registered tremendous teleppenetration and improved
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coverage. Since the beginning of the decade, thebau of mobile telephone lines has
grown more rapidly than the fixed lines as shownfigure 19. Uganda has made
tremendous strides in meeting the BPOA target leptone density of 5 main lines per
100 inhabitants by 201Gy December 2008, Uganda was at 28 telephone fired00
inhabitanty The liberalization of the telecommunications eectboosted investors’
interest and currently Uganda has 6 telecommupicatbperators. The level of sector
investment (communication sector investment) grésadily from 43,197,100 US$ in
2003 to 150, 000,000 US$ in 2007.

With regard to Internet use, a 41.9% growth has lbealized in the fixed subscriber base
with a total of 22,000 fixed Internet subscribeysthe end of December 2008 compared
to 8000 in 2004 —see figure 20. In addition, theemgence of mobile wireless Internet
access has complemented the fixed Internet acBgshe end of December 2008, there
were about 220,000 mobile wireless accounts usingargge of technology media
including GPRS, CDMA and WIMAX facilitated by thestivy capital investment by
network operators in high-speed data networks.rieteusers have also increased by
769% during the period 2004-2008. Generally, thexs been an exponential growth in
the number of Internet users as well as Internésaibers. Though the number of
Internet users is increasing, Uganda is still hguess than luser per 100 hence not
meeting the BPOA target of 10 Internet users péridBabitants by the year 2010.

Figure 19 Telephone subscribers (20 Figure 20 Internet Users and subscribers
2008)
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3.4.4 Progress in Improving Business Environmentc&Rromoting Enterprise
Development

Uganda has taken measures to improve the businessrement and promote the growth
of the enterprises. The Government has been impitngethe Competitiveness and
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Investment Climate Strategy 2006-2010. This stsatbgs helped to address the
following elements; 1) provide structure for politgrmulation and dialogue; 2) Skills
development and training like vocational and tecahitraining capacity, promote
training in entrepreneurship, training of trainersmall business management, country-
wide community-based training for micro entreprasewrganized in groups); 3)
Infrastructure development such as utilities andds); and 4) Business development
services. Uganda has also developed the MSE pédicymicro and small enterprise
capacity development. The policy has resulted i@ development of a regulatory
framework for Micro Finance Institutions (MFIs) tegularize their operations and
expand their reach on a countrywide basis. This heped to complement the
Government policy that aims to increase produdgtiuit agriculture, shift excess labour
from agriculture to non-farm activities, reduce tleests of doing business for
entrepreneurs, expand the formal private sectoticpéarly in manufacturing and
services, and improve incomes of MSE operators.

Further more, in 2005, Uganda developed trademadsrand in 2006 a Copyright Act
and Counterfeit Goods Bill were developed and aneeatly into force.In 2008, the
Ministry of Tourism, Trade and Industry (MTTI) fitized the drafting of a National
Trade policy, and successfully carried out the Damgic Trade Integration Study, which
spelled out the key action areas to enhance thacitgpof the country to improve its
competitiveness and engage profitably in intermatiotrade. The National Export
Strategy was developed in accordance with the Natidrade Policy and launched in
2009. Uganda has also developed Anti-counterfeillsthat is meant to fight the
proliferation of counterfeit goods that have undeed the competitiveness of Uganda’s
manufacturing sector. Uganda is also reviewedStandards Act to provide for the
better national standards that are consistentiniénnational quality standards for goods
and services.

As a result of Government interventions, the mamnd small enterprise (MSE) sector had
about three million farm households and about oriiom formal and informal
enterprises comprised of retailers, processorsiraghops by 2008, Currently the MSE
sector employs 90% of non-farm economically-acpeeple. The business environment
has generally improved in some areas although marek still needs to be done.
According the World Bank’s Doing Business report28007, Uganda improved in the
areas of; registering property, paying taxes, egiptpworkers, and enforcing contracts.
However, the following areas were identified ali stiquiring improvement; 1) starting a
business; 2) dealing with licenses; 3) ease ofglbusiness; 4) protecting investors; 5)
getting credit; 6) trading across borders; and@iog a business.

3.4.5 Progress in Provision of Energy

The energy sector in Uganda comprises of both tiomdil and conventional energy

sources that include petroleum products and renewstergy. However, the dominant

locally produced energy sources are fuel wood ahdromal. Uganda prepared a
Renewable Energy Policy in 2007, which aims atéasing the use of modern renewable
energy through appropriate technology investmemtispgromoting sustainable production

and utilization of bio-fuels. Government also elslted and operationalized the Energy
Fund in 2008, which has provided fund for the depsient of planned power projects to
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meet the electricity supply needs of the counttecticity coverage was at 8% of the
population and less than 3% in rural areas in 2002transform rural communities into
modern communities, Uganda has been implementintD-gear Energy for Rural
Transformation program. This program had an ovegadll to increase rural electricity
rates from 1% to 10% by the year 2010. By 2008,06%ural households have access to
grid power as compared to 40% of urban households.

Uganda has a an estimated overall electrical popatential of over 5,300 MW,
comprising of 2200MW potential of hydro power, 168IW from biomass, 200 MW
from solar power, 450 MW from geothermal and 800N peat. By 2008, Uganda
had a total installed generation capacity of 570 M¥mpare with 180Mw in 2001. A
total of 150 MW of thermal power plants was ingtdlland commissioned over the last
10 years leading to an overall increase of poweplsufrom GWh 1,887.7 in 2001 to
GWh 2,176.0 in 2008. Out of Uganda’s total insthltepacity, hydro electricity has up
to 60%, thermal electricity has 38% and biogas29as Uganda plans to increase power
generation output through public and private investts from the current level of 280-
330 MW to 780-820MW, and also increase access itb gpwer from current 11% to
15% by 2015. In order to achieve the above targetgernment has invested in Bujagali,
and Karuma hydropower dams. Additionally the gowent plans to increase power
output from both biomass co-generation and solareggion by over 100 MW.
Although Uganda has registered reasonable increasdectricity supply in the last
decade, the country has experienced dramatic iserigatariff rates since 2004, making
use of electricity very expensive —see figure 21.

Figure 21 Percentage change in electricity tariffs
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Government has continued to support efforts to ptenpetroleum exploration in
Uganda. The discovery of commercial quantities etfgdeum reserves in the Albertine

29



Graben has boosted efforts and interests to fincerpetroleum and has also attracted
more interest from oil companies to invest in tie¢r&leum Sub-sector. Investment in this
sector by December 2008 was about US$ 540 milliorn2008, Uganda developed a
National Oil and Gas policy

The Government targets to increase the solar pgemeration to a tune of 50 MW. The
Government of Uganda through the Energy for Rurah¥formation (ERT) project has
put in place the Business Uganda development SErviBUDS)-Energy for Rural
Transformation (ERT) marketing and output-basedntgraavailed to companies
developing the solar PV market. BUDS-ERT has madersl gains, but still the market
has not been transformed. The slow pace of sotgegtrtaking off is blamed on; 1) high
cost of solar system and high rural poverty leve)siow education among the potential
buys that limits their appreciation of the solasteyn; 3) quality of some solar systems
that are on market; and 4) week institutional agesnents in delivering the services
among others. PVTMA aims at facilitating the acki@ent of 80,000 solar home system
installations by 2012.

3.4.6 Progress in Removing Constraints to Agricukuand Agro industries

As already pointed out, the agriculture sector oee sector of Uganda’s economy in
terms of its contribution to the GDP, the numbermebple it employs, as well as its
contribution to ensuring food security. Howeverge thector's performance has been
declining as already pointed out. The food sultesdtas not been improving for a long
time, mainly because of; adverse weather conditfpnsop diseases; and inability of the
small-scale farmers to respond to these challentfes.industrial cropgs have not been
expanding (see figure 4) though cocoa has beenistendly improving. By 2005,
Uganda had a total of 7.4 million heads of catfievbich 16% were exotic animals.
Cattle farmers considered the pastures and vetgrowsts as the major constraints to
livestock productivity. Government has put measute improve production and
productivity, with a specific focus on addressingpc pests and livestock diseases,
provision of good breeds and stocks, promotingue of fertilizer, mechanization, and
irrigation, as well as enforcing quarantines artteotegulations. In general, these have
been the main constraints hindering productivitpiovement in the sector. The aim is to
ensure that there are adequate supplies of rawridatéor the agro-processing sector.
Government has adopted the Marketing and Agro-RBeigg Strategy (MAPS) within
the Plan for Modernization of Agriculture (PMA). &hstrategy focuses on attracting
increased investment in agricultural processingensfthening the value chains and
promoting market linkages for both domestic andoexpnarkets. In line with this
strategy, government has set up industrial park®ajor towns of Uganda to facilitate
agro-processing investments among others. IniaddiGovernment has implemented
the NAADS as another pillar of the PMA to providetension services to farmers. In
order to improve livestock productivity, the Goverent has invested in increasing the
stock of improved cattle in the country. The Goweemt has continued to support and
strengthen the sector agencies such as Dairy Dawelat Authority (DDA), the Uganda
Coffee Development Authority, Tea Development Auilyp and Cotton Development
Organization (CDO), which were put in place to eestompetitive development of the
respective agriculture sub-sectors.

" Estimated that in 2004/ 05 between 10% and 19% of the crop was damaged by crop diseases and rainfall shortage respectively
S These include coffee, tea, cotton, tobacco, sugarcane, cocoa, wheat, oil palm, sorghum, barley and oil seeds
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3.4.7 Progress in Addressing the Constraints in Méacturing and Mining

Over the period under review, the industrial secocupied a central position in the
Government’s vision and policy actions geared tawareconomic and social
transformation. The Government developed a Natitmduistrial Policy in 2008, which
was a product of wide consultations. Combined wititcro-economic policies, as well as
policies to promote investment, competitiveness lamsiness environment, the policy is
expected to spur increased growth of the manufag@wector. The sector’s contribution
to GDP has grown from 18.9% in 2001/02 to 24.29%2®8/09 —see figure 3. Uganda
has continued to attract investors in the manufajusub-sector over the last ten years
and by 2008 the sub-sector was employing about282pkoplé®. To boost the mining
sector, Uganda has conducted airborne geophysicadys aimed at understanding rock
formations and identification of mineral targetin this regard, 200,612 line kilometers
of magnetic and radiometric data were acquiredgmin the total coverage to 630,612
line kilometers.

3.4.8 Progress in promoting Sustainable Tourism

Over the decade, Uganda has been able to reviveotinsm sector significantly (see
figure 22). Tourism has now become the leadingidorexchange earner for the country
thus in the year 2008 alone, it contributed up 85589 million. A tourism policy was
developed in 2003 while the Tourism Act was enadted007. Uganda Tourist Board
was re-branded to create Tourism Uganda, to mdiganda overseas. Several tourism
associations have been created such as the Uganddsm Association, Uganda
Community Based Tourism Association, Uganda Hoteh&rs Association and several
conservation organizations.

Figure 22 Number of tourist arrivals in Uganda
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16 Uganda’s manufacturing sector is mainly composed of ; processing of meat/ fish/ diary products, coffee processing, grain milling,
tea processing, bakery and manufacture of other food products, manufacture of beverages and tobacco, mannfacture of
texctiles/ leather products, sawmilling, and chemicals and chemrical products.
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Uganda Wildlife Authority which was created in 1986s continued to conserve the
wildlife resources, provide security and offer cesgions to private investors in the
gazetted game park areas.. The hotels and restsumasiness output grew from 6.5% to
10.7% between 2004 and 2008. The demand and uai thinsport services has had
steady increase through the decade at a growth afaté6.6% while the aircrafts
movement increased by about 8.4% in 2008 comparg26Q7, which had experienced an
increase of 14.6%. Over the period 1997/2007, tpdsengers and cargo traffic
increased by 102% and 137% respectively. All thés consistent with the need to
achieve BPOA indicatorModernizing and expanding ports and airports aneirth
ancillary facilities to enhance their capacities B910). International tourist arrivals
registered an annual average growth rate of 14@¥@a overall increase of 50.7% from
2001 to 2007 —see figure 22.

3.5 Assessing the progress in Environmental Protéoh and Responding to
Challenges of Climate Change

3.5.1 Introduction

Uganda’'s climate is largely bimodal with two rairgeasons; March-June and
October/November —December/January. The rainfa#flleanges from 400 to 2200 mm
per year (averaging at 1180 mm/yr). For a long tithese two seasons have been stable
and predictable to the benefit of agriculture. Hegre of late, Uganda is experiencing
changing seasons, which have become more unrel@tdeunpredictable with wetter
seasons becoming more wetter and drought seasooming more frequent. Also, there
has been a 49% decline in the area extent of gtatieghe Rwenzori Mountains from the
year 1987 to 2003 and these are projected to disappithin the next two decades.
These and other changes are negatively impactingeperformance of the agriculture
sector as well as causing health challenges likeased prevalence of malaria.

Though there are no specific BPOA indicators oniremvnent, Uganda has made some
positive progress in meeting some MDG targets un@gsuring environmental
sustainability’ umbrella but declined in some othérhe positive strides are noted on the
following indicators; 1) proportion of populationitty access to improved water source in
rural areas (from 57% in 2000 to 63% in 2008/0&ting the target of 62%); and 2) The
proportion of the population with access to impbsanitation from 82% in 2000 to
87% in 2005/06. During the period 2004 to 2009easdo improved sanitation increased
from 57% to 69% for the rural population, while faban population, it increased from
74% in 2007/8 to 77% in 2008/9. Despite these aw@ments, there were some decline
in the trend of the following MDG indicators; 1)dportion of population with access to
improved water source in urban areas whose tasgE10% (declined from 87% in 2000
to 60% in 2008); and 2) The land covered by fofdstlined from 21.3% in 2000 to
18.3% in 2005/06) as reflected in table 3. Tabkh8ws that by the mid of this decade
under review, majority of the districts had losther all the forest cover or more than
50% of the forest that existed at the start ofitd@0 decade.

Table 3 The loss of forest cover in some districts

| District | 1990(ha) | 2005(ha) | Loss |  %loss
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Kibaale 114,102.66 | 58,268.06 -55,834.60]  48.9
Mukono 100,626.65 | 63,977.12 -36,649.53] 36.4
Wakiso 28,461.12 3,781.68 -24679.44|  87.7
Hoima 75,143.95 58,889.27 -16,254.68]  21.6
Mayuge 15,162.05 -15.162.05 | 100.0
Mubende 18,618.86 3,906.65 -14,712.22] 79.0
Mpigi 40,300.64 27,169.67 -13,130.98 | 32.6

Mityana 10,247.86 4,137.66 -6,110.20 59.6

Masindi 36,373.82 31,933.49 -4,440.34 12.2

Source: State of Environment Report for Uganda 2008

3.5.2 Assessing Progress Towards Environmental Petibn

Uganda has always put the protection of environna@mbng her top priorities and this
commitment is embedded in the 1995 Uganda Cornstituthat mainstreamed
environment as a human right. Section 39 of thesiitution stipulates “Every Ugandan
has a right to a clean and healthy environmefftierefore, any action leading to
environmental degradation constitutes an infringenoé the human rights to life, health
and livelihood. Overall, Uganda is losing a lot ofoney through environmental
degradation totaling to 2,456.61 billions of shifs per year —see table 4.

Table 4 Some of estimated cost of environmental deglation in Uganda

Ug.shs in Billions per year

Biodiversity loss 506
Degradation of soil resources 225
Rangeland degradation 815
Wetlands encroachment 2

Water hyacinth pollution 870
Contamination of water systems 38.61

Total 2,456.61

Source: State of Environment Report for Uganda 2008

Between 1991 and 1994, Uganda prepared the Natitmatonment Action Plan, which
took stock of its laws and policies in relationtbe challenges for a sustainable future.
Since then, several policies and laws have beenuiated. In addition, ordinances, by-
laws, regulations and standards have also been tmguletect the environment.

The National Environmental Act -1995 set up theidtal Environment Management
Authority (NEMA) as the principal agency responsildbr the management of the
environment and empowers it to coordinate, monéond supervise all environment
activities in Uganda. This Act is currently the megnificant law on the environment.
Its goal is to create and establish an efficiestitutional mechanism for environmental
management so as to promote and ensure sound emeintal planning and integration
of environmental concerns into the national socior®mic development planning
process. During the period 2001/09, Uganda Govenhaiened at integrating the aspects
of the environment policy through ensuring the gnétion of environmental concerns in
national planning in the PEAP and the current Netidevelopment Plan. In addition,
the Government has established a Policy Committethe Environment for high-level
policy and political oversight of NEMAThrough participatory approach, Uganda has
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made a National Adaptation Programme of Action @®2to help the country address
issues of climatic change especially among theeralole people. The National Climate
Change Steering Committee has been formed to lelmlinate the different programs
under different line institutions, which are aimadaddressing challenges of climatic
change. The above measures taken by the Goverrarergdgimed at both stopping the
country’s environment from degeneration as wellndgating the effects of climate
change the country is facing. Despite of these oreasthe country still faces challenges
related to environment degradation and global ditréhanges.

3.5.3 Progress Towards Addressing Climate Change

It has been established that poorer nations, are mdnerable to climate change since
they have lower capacity to adapt due to inadedfirz@acial, institutional, technical and
knowledge capacities. This directly implies thaitmete change is likely to amplify
existing inequalities between the developed coestand the LDCs and within the poor
countries themselves. Uganda has prepared andnisnitted to addressing issues of
climate change through its National Adaptation Paiog of Action of 2007. It was
prepared in a participatory manner drawing heawly the views of vulnerable
communities and their knowledge on copping mecmasi§ he following were identified
as priority areas; 1) land and land use; 2) Famastoy; 3) Water resources; 4) Health; 5)
Weather and climate information; 6) Indigenous kileslge documentation and
awareness creation; 7) Policy and legislation; @&)dinfrastructure. Relevant line
institutions, and the coordination of the MinistfyWater, Lands and Environment have
implemented projects under different interventioeas. The National Climate Change
Steering Committee assists the ministry in its dowtion function. Some of the
interventions so far implemented cover the follagvin

Reducing biodiversity loss:Uganda has made great efforts in addressing traiqea
that lead to biodiversity, genetic and ecosystese lthrough implementing an effective
national system of protected areas and naturauresomanagement. These strategies
include; i) Development and implementation of aioral biodiversity strategy and
action plan; ii) Wild life protected areas systelary iii) The national forest plan; iv) The
wetlands sector strategic plan; and v) Forestryjuidatonservation master plan. Uganda
is trying to address the climatic change issuesutiin the National Adaptation Program
of Action of 2007. Development partners have predidunding towards environmental
protection activities like in cattle corridors, anhnagement of forests in private lands in
the Albertan rift valley. With assistance of dopartners, several million trees of various
species have been planted covering a total of A2¢€@ares in the 72 sub-counties in 24
districts

Promoting science education for better researchifthe Government of Uganda recently
increased resources for organized research withifgpéunding going to the Uganda
Industrial Research Institute and the National @duor Science and Technology. The
institutions focused on are; Makerere Universitgridulture research agencies (Uganda
has over 14 research agencies involved in agri@iltesearch and development with a
budget of 18 billion shillings. They include NatanAgriculture Research Organization
which has a broad mandate covering crop, livestaol, forestry and fisheries research);
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and some NGOs like Urban Community Development gisgion with a ‘Clean Indoor
Air Program’

Expanding sources of fresh waterUganda is looking into the potential of harvesting
rainwater to act as a buffer against climate-linkeder shortage. Rainwater harvesting
has recently been provided for, in policy documeatsl expanded the potential of
Uganda’s water resources. The 2007/08 budget maui®wasion to support low cost
rainwater harvesting technology in the rain strésamas and provision of rural water
supply. The MWE adopted a new strategy of bulk watgpply by providing water
through the construction of small reservoirs.

Cleaner production: In the last 8 years, Uganda has tried to enforeangr production
methodologies as a means of benefiting both thenbss and the environment through
technical approaches involving reduced pollutiod greater energy efficiency. This has
been through reduced pollution, greater resourfieiezicy, better staff health and well-
being and ultimately a better quality of produdtsere has been recycling of used items
as an innovative way of using waste. In 2001, Ugaedtablished Uganda Cleaner
Product Center (UCPC) in collaboration with UnitRdtions Industrial Development
Organization (UNIDO).

3.6 Progress in Attaining Food Security and Reducip Malnutrition

3.6.1 Introduction

In the year 2000, world leaders unanimously agreedork towards a world free of
poverty, hunger and disease, greater survival paispfor mothers and their infants,
better educated children, equal opportunities foman and a healthier environment. In
line with the other international treaties and aamtions’ that recognize the right to
adequate food as a fundamental human right, tlegnational community had to take
action at the beginning of the millennium. In resg® to this commitment and her own
1995 constitutional obligatidf the Government of Uganda has made a commitment to
support and monitor the country’s progress towamseting the Millennium
Development Goals (MDGSs) - the first of which rektto eradicating extreme hunger
and poverty i.e. Malve, between 1990 and 2015, the proportion opfeesuffering from
hungef. The Government has been monitoring this targahgi the following two
indicators: i) The prevalence of underweight claldunder five years of age; and ii) the
proportion of the population living below the minim level of dietary energy
consumption.

Uganda’s potential for eradicating extreme povartg hunger that is associated with the
development of the agricultural sector is well @rtated in the PEAP and the current
draft NDP. Other than the sector being the majarre® of income and livelihood for

7 reaties include; Universal Declaration of Human Rights (Article 25 -1); and the International Covenant on Economic, Social
and Cultnral Rights —ICES CR(Article 11-1,2)

18 XII. Food security and nutrition.The State shall—(a) take appropriate steps to emgmipeople to
grow and store adequate food; (b) establish natidoad reserves; and (c) encourage and promote @rop
nutrition through mass education and other appraf@imeans in order to build a healthy State.
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majority of rural households, own-farm producticastbeen one of the major sources of
food for almost all rural households. As a restlie sector has remained central in
ensuring foo and nutritional security at household level as aslat the national level.

3.6.2 Progress in Ensuring Food Security

Uganda prepared a Food and Nutrition Policy in 200®se overall goal ist6é ensure
food security and adequate nutrition for all theopke in Uganda, for their health as well
as their social and economic well-beingrhe overall objective of the policy is to
promote the nutritional status of the people of hifgm through multi-sectoral and
coordinated interventions that focus on food séguinproved nutrition and increased
incomes. Other related policies approved are agui@l research policy, and the
fisheries policy all of which are aimed at incremsifood and nutritional security of
Ugandans. Additionally, the MoH has made nutritecnone of the priority components
of National Minimum Health Care Package, which &nly implemented under the
Health Sector Strategic Plan (HSSP). Uganda hae atsught partnership with
development partners to respond to the food cegjserienced in some parts of the
country especially in the aftermath of disasteks floods and prolonged drought.

Uganda has made some progress towards meetingi@ tiskget of fighting hunger i.e.
“Make substantial progress towards halving the prtipo of people from hunger by
2015 as indicated by Proportion of population belownimum level of dietary energy
consumption’ From the UHDS 2006, the estimate of acute maltiarr-Global Acute
Malnutrition (GAM) in the rural population was 6.1%Mmd Severe Acute Malnutrition
(SAM) was 1.9%. Approximately 17% of children warederweight and 4% of these
were severely underweight. Stunting was estimatelet 39% (moderately or severely
stunted) and 16% severely stunted in the rural ladipn. The prevalence of underweight
children by 2006 was estimated to be 20.4% haviegnlreduced from 22.8% in 2000.
The 2007 MDG evaluation concluded that Uganda temg@lly able to reach the MDG
target of 11.5% by 2015.

However, Uganda has not been able to reduce thegogiron of population unable to

meet the recommended food caloric intake as showtabile 5. The proportion of the

population considered to be food insecure incredsmd 58.7% in 1999 to 63.5% in

2002 and further increased to 68.5% in 2006. Thidesirable increase was fairly
pronounced between both the rural and urban papofatand in all the regions of

Uganda. However, the western region experiencadaler increase than the rest of the
regions. In the December 2009 assessments by FA&Cloli and Teso Sub-regions,

which are in the northern and the eastern regibngas found that majority (92%) of

households had experienced food shortage in therh®s prior the assessment.

Table 5: Population below minimum caloric intake, §92-2006

Food insecure (%)
1992 1999 2002 2006
National 83.4 58.7 63.5 68.5
Rural 82.5 56.5 61.6 66.2
Urban 89.2 73.0 75.4 80.9
Central 85.3 63.2 68.4 73.5

19 Food security is access by all people at all times to enough food for an active, healthy life.
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Eastern 83.2 59.9 73.1 73.4
Northern 89.5 73.8 68.2 84.3
Western 76.8 42.3 42.4 45.3
Source: MDG Uganda progress report 2007

The World Food Program, in its food security anthewability analysis, done in the year
2009, showed that most parts of the country haeémspced food insecurity (see Map 1
and Map 2). The analysis also found out that adrighevalence of food insecurity was
among the ‘Natural Resource Dependents’, ‘Fishdk’ fand ‘External Support
Dependents’. These groups rely on marginal livelthstrategies that have low income
earning opportunities, or on external assistante¢hé event that the environment is not
well protected, such people become even more \altteto the effects of global climatic
changes.

At household level, the main sources of food hagenbeither from purchases (55%) or
from own production (33%)-see figure 23. Howeveue do differences in regional
security situations, some people have been fortedIDP camps thereby limiting their
access to and utilization of their land, and haa@ fo rely on food aid from international
agencies like WFP. Consequently, such regions lmez 20% of their households
depending on food aid. Due to unfavorable climatinditions coupled with high poverty
levels in Karamoja region, food aid has also beemagr source of food. There has been
a high dependence on purchases as a major sourfm®dffor households across all
regions of Uganda(figure 23).

Figure 23 Main sources of food
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The high proportion (55.5%) of households dependdmg purchases for their food
sources, coupled with increased export of foodfstid neighboring countries of
Southern Sudan and Democratic Republic of CongoQD&midst global food crisis
made the food prices in Uganda go high. This isl walicated by the rise in the
Consumer Price Index of food as shown in figureaBd figure 25 that all suggest that
the country is faced with some food crisis. Thedesfor the accelerated increase in food
prices in Uganda were both global and local. DutirgHigh-Level conference on World
Food Security (Addressing the global food crisi€) 3une, 2008 the UN Conference on
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Trade and Development (UNCTAD) had this to s@iié recent global food crisis can be
seen as a wake-up call which can be turned intogportunity by developing countries
and the international community to revitalize glblagriculture production and trade
and do more to rectify the systemic imbalanceslabaj agricultural production and
trade that have contributed over the years to t&lgroblems Although Uganda's
export of food to neighboring countries of South&udan, and DRC was such an
opportunity that Uganda harvested from the globabdf crisis, the capacity and
preparedness to sustain export while maintainimgotve food security was not adequate.
As a result of the foregoing, the food prices inabda increased dramatically and
disproportionately since the end of 2007 in thetexinof the global food crisis. Hence, it
is argued that Uganda is likely to face much mamsequences of devaluation due to the
food price inflation.

Figure 24 Annual trends in CPI Figure 25 Exchange rate, inflation and food exports
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To increase on the value of agriculture produceugh processing as one of the ways of
ensuring food and nutrition security, Uganda haeptetl the Marketing and Agro-
Processing strategy under the PMA. Currently, tee af traditional household food
processes and preservation methods (such as simg,diye drying, salting, fermenting,
smoking, roasting and grinding) is on the declimel & being replaced by industrial
methods. There is a wide spread of small scales milll cottage industries in the country
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processing maize, wheat, sorghum, millet, cassgnaaindnuts and simsim. Large—scale
commercial plants processing sugar, wheat, tea, Rish, and maize are also taking root
in the country. The processing and preservatiorarifnal products such as milk is
generally still under-developed.

3.7  Assessing Progress in Enhancing Uganda’s ShaneWorld Trade and
Global Financial Investment Flows

3.7.1 Introduction

A vibrant trade sector impacts positively on theremmy by placing and distributing
incomes into all the production units in the cowrlrereby raising the purchasing power.
Effective trade allows people to exploit their puotive potential, assist economic
growth, and helps to optimally allocate productivesources as well as insulate
economies amidst shocks. Effective trade can theredignificantly contribute to poverty
reduction.

In 2007 the Government developed the National Tradkcy whose focus is to; 1)

strengthen trade institutions dealing with trade licgp standards, trade

facilitation/customs, and provision of trade infation; 2) Provide trade market
information to traders and all the business comtyuoi enable them reach prudent and
optimal investment decisions; and 3) Develop domédsade and ensuring that it is a
foundation for developing Uganda’'s capacity to mm and engage in profitable
international trade. The policy also addresses dadier policy gaps and gave due
attention to domestic trade as a lever to particigain international trade. It also

facilitates the growth of and increase in competitess of the private sector. The
initiatives have included provision of sufficienéchnical staff, financial resources,
developing and implementing market information sy®t at national and local levels.
The trade policy also encourages the private sg&dicipation in national trade policy

formulation.

3.7.2 Progress in Improving Uganda’s Exports

Figure26 Trends in Imports, Exports and Trade Balance
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matching rate during the
decade -—see figure 26.
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increasing at a high rate. This is because, thelitapvere increasing from a much bigger
base compared to exports. In 2001, Uganda’s trafieitdwas estimated at US$ 554.8
Million and has since increased to US$ 2801.6 anilliin 2008. Worse still, most of the
imports have been consumables rather than indigtaduction inputs that would be
useful in production. This makes Uganda’s negatigde balance unsustainable both in
medium and long terms without significantly incriegsher exports far above the current
levels. In terms of trade policy, Uganda has maieth an open and liberal economy.
Trade reforms were undertaken and involved maiefjuction in tariffs, rationalization
of tariff bands, substantial reduction in Non-TarmBarriers (NTBs) and pursuit of
regionalism and multilateralism.

3.7.3 Progress in Export Diversification

Export diversification has been a key componenthef trade policy reform, focusing

particularly on non-traditional exports such ab fisd fish products, flowers, maize, gold
among others, which have been growing. As a resdlb-traditional exports have

accounted for a larger proportion of Uganda’s etgpperformance —see figure 27

Figure27 Trend in traditional and non-traditional exports
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3.7.4 Progress in Export Market Diversification

Uganda has made progress in diversifying her tagiartners. COMESA and the
European Union (EU) member states remained the rmdggtinations for Uganda
exports. The Total Export value to EU increasednftdS$ 324.4 million in 2007 to US
460.2 million in 2008 -—see table 6. The value @parts to COMESA has been
increasing since 2001 from US$122.0 millions to UB%%.152 millions in 2008 and
between 2007 and 2008, the increase was up to 43.B&main trading partners within
the region have been Sudan (14.3), Kenya (9.5%)are (7.9%), and D.R. Congo
(7.2%). Asia and Middle East are also importantogikgdestinations. There is also a lot of
informal trade especially with countries borderidganda. Uganda has net exports in
this trade with a recorded surplus of US$ 1.2 diillin 2008 compared to US$ 719.3
million in 2007. Informal exports increased frons® 200m in 2005 to US$1,315m in
2008. This level of diversification of trading paers has helped Uganda to increase the
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technology intensity of her exports while reducimgr over-dependency on traditional
export markets of the EU.

Table 6. Uganda exports to selected African counts (‘000 US$)

Country/Region 2001 2004 2005 2006 2007 2008
Kenya 59.1 76,903 72.4 88,002 118,191 164,631
DRC 8.8 28,913 60.4 44,820 100,046 124,990
Sudan 9.2 22,676 50.5 91,746 157,117 245,873
Rwanda 16.6 24,683 36.1 30,525 83,309 136,895
Burundi 4.8 18,113 20.8 20,554 42,719 45,383
Other COMESA 16.9 6,707 9.1 8,100 5,127 7,380
Total COMESA 122.0 177,995 249.3 283,747 506,509 5,132
Tanzania 6.7 12,155 15.4 13,749 30,599 30,528
South Africa 241 9,250 9.8 10,852 10,730 14,868
Other Africa 9.4 37,823 13.7 37,763 87,745 72,493
Total 155.5 288.2

Rest of the world 296.3 80 566 297 159 2,576

Source: Statistical Abstract 2009

3.7.5 Oil an emerging Non Traditional Export

Government has continued to support efforts to pitenpetroleum exploration since
1997. The discovery of commercial quantities of deposits (approximately 2 million
barrels of oil equivalent as of June 2009) in tiigeftine Graben region has increased the
potential of petroleum as a non-tradition expont flganda, while generating savings
from quantities that would be imported. The expoftpetroleum products is also
expected to improve on the country’s terms of tr&aether more, Uganda in partnership
with Kenya plans to construct an oil pipeline esten to ease oil transportation between
the two countries. The construction was scheddamdimmence at the end of first quarter
of 2009 and is expected to be completed in Juné.201

3.7.6 Progress in Trade Negotiations, and Regiofahding Arrangements

To increase its bargaining power and to strengttien lobby and implementation
frameworks, Uganda has consciously chosen to woitkirwthe existing regional
partnerships (regional, bilateral and multilatetal)which it is a member to effectively
negotiate favorable market access for her expadymts. The negotiations and trading
arrangements Uganda has participated include tlesviag;

3.7.8 East African Community (EAC) Common Market

Uganda is a member of the EAC-Common Market th&t isommence on*1July 2010.
The common market will result into greater EAC gregion allowing free movement of
goods, persons, labour, services, capital, the ofrestablishment and residence. The
common market has built on the EAC customs uni@t tas been in operation since
January 2005. A number of targets for eliminatiéinternal tariffs amongst the partner
states have been met and mechanisms are in plaegldeessing the residual non-tariff
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barriers to trade. The EAC member countries coetiouwork on harmonization of fiscal
and monetary policies towards convergence in otdday a foundation for an EAC
Monetary Union by 2012. Currently all the EAC cumtcis are fully convertible in the
respective partner states. Kenya and Uganda haee fally liberalized their capital
accounts to facilitate flow of capital.

3.7.9 The Economic Partnership Agreements (EPAS)

Uganda has been involved in EPAS negotiations #i¢hEU since 2005. The EPAs are
meant to ensure continued enjoyment of trade preéms to the EU market under
reciprocal free trade agreement in conformity witle WTO regulations. Discussions
have involved mechanisms and strategies of fogtelicral development and trade
through development of national and regional infrature. Uganda’s negotiations of the
EPAs have been undertaken under the umbrella dEA@ secretariat. The outcome of
the EPA negotiations from Uganda’s perspective khba; improved access to the EU
and regional markets, increased overall trade lith EU and within the region,
improved capacity of Uganda to take advantage @foghportunities created by EPA and
capacity built amongst the trade stakeholders toenedficiently participate in regional
and international trade, in the overall contexthaf National Trade Policy.

3.7.10 Common Market of Eastern and South AfricataBs (COMESA)

Uganda is a member of COMESA. Uganda has part&ip@ negotiations for the Free
Trade Area and subsequently for the COMESA Custdmisn. The COMESA customs
Union is scheduled to be launched in 2010. Sir@@72Jganda has been involved in
negotiations for a tripartite arrangement involvihg merger of three trading blocks the
EAC, COMESA and Southern African Development Coapen (SADC). The plan to
merge 26 Eastern and Southern African states isinge trading bloc with a combined
GDP of $625 billion is yet to be completed. Theremnic merger would open borders
throughout the Eastern side of Africa, from Egypt $outh Africa, upgrading the
continent’s power in trade talks, and opening ddordoth African and international
producers to a hugely enlarged market. This waduéthslate into much stronger
representation of African interests at the worddig-negotiating table. .

3.7.11 World Trade Organization (WTO)

Uganda actively participated in the Doha Round efations since 2001. Uganda as an
active member of the LDC group has pursued her etaakcess interests through the
Doha Development Agenda (DDA) negotiations, so #saa poor country, it can export
more and boost her participation in the global ecoyn However, as it is widely known,
the negotiations have not moved on as expectechanel missed deadlines due to deep
differences over how to lower the barriers to ekpdam agricultural products, industrial
products and in trade in services. Uganda likeli#€ partners is concerned with the
need to conduct the WTO negotiations in a transpared all inclusive manner and the
need to maintain the centrality of development onote from the Doha Development
round.
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3.8 Critical Accomplishments on the BPOA Commitmerg and Outstanding
Challenges

3.8.1 Introduction:

This section provides an analysis of the criticaaanplishments that Uganda has made
towards meeting each of the seven commitments efBitussels Program Of Action
(BPOA). Uganda’s best practices as well as inngeatirategies towards achieving the
said commitments are also highlighted. The secttso highlights the outstanding
challenges faced by the country while meeting #id sommitments and it further points
out some of the strategic priorities for the nexb5L0 years that country will focus on
while endeavoring to meet targets of the BPOA. @herriding goal of the BPOA of the
Least Developed Countries beingp “make substantial progress towards halving the
proportion of people living in extreme poverty asuffering from hunger by 2015 and
promote the sustainable development of the Leastelbged Countri€s with 7
interlinked commitments;

3.8.2 Commitment 1: fostering a people centeredgoframework

a. Accomplishments:

Uganda has been implementing policies so as tobleeta meet the BPOA and MDG
target of the GDP growth rate of 7% by year 201Bc& the beginning of the decade
under review, Uganda’'s GDP has been growing at\amage annual rate of 7.9%.
Furthermore, Uganda hopes to meet the BPOA/MDGetarfjreducing income poverty
to 28% by 2015.. The reduction of extreme poveatgets is also possible to reach (the
current percentage of under weight children is Z0atainst the 11.5% target by 2015).
Uganda has also reduced the maternal mortality fisgm 505 in 2001 to current level of
435 in 2006 though still below the MDG target ofLl 8y 2015. The under-five mortality
rate also reduced from 158 in 2001 to 137 in 20@tle the Infant Mortality Rate has
also declined from 89 in 2001 to 75 in 2006 (thoagh below the 2008 PEAP target of
68 and the MDG target of 34 by 2015). Uganda hasaged to reduce the prevalence of
HIV/AIDS significantly from 18% (1992) to 6.4 % aantly.

b. Best practices and innovative strategies

The development of the key development policy dcenis) like PEAP has been highly
consultative from grass root levels to the natioeakl and their subsequent review
processes have kept the Government on course. Maero-Economic stability
established in 1990s was maintained through theeedecade under review and this
helped to keep economic development on course. d#ghas been generally stable save
for the northern region, which in the last thre@rgehas also become very calm. PMA
has introduced a number of innovations in the ajtice sector as a way of boosting the
incomes of the rural communities. Also Uganda’sislen to use a multi-sectoral
approach in fight against HIV/AIDS yielded good uks of bringing down the HIV
prevalence. Uganda developed and is implementiNgtaonal Strategic Plan 2007/08-
2011/12 which focuses on curtailing HIV infectiondaaddressing factors that increase
vulnerability to HIV infection
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c. Outstanding challenges.

Uganda’s achievement of BPOA target of “Increase ritio of investment to GDP to
25% Gross capital formation” still remains a chadle since it has been more or less
stagnant at an average of 22.4% per annum sindgetfiening of the decade. The BPOA
target to“Make substantial progress towards halving the podjpn of people from
hunger by 2015"has remained a challenge for Uganda since theopiop of people
considered to be food insecure increased from 5817%999 to 68.5% in 2006. Further
more, currently in Uganda, it is estimated thatillian people are infected with HIV and
approximately 130,000 new infections occur annyatlfy which 100,000 are among
adults implying that HIV/AIDS is still a major thaeto the country. Uganda is still faced
with high infant mortality, child mortality and mexhal mortality rates and is likely not to
meet the MDG targets by 2015

d. Strategic priorities for the next 5 to 10 years

The draft NDP has clearly identified the agricudtsector as a primary growth sector and
aims at increasing productivity to fight both pdyesand hunger and further increase rate
of GDP growth. Furthermore, through UPE and USEgmms, Uganda hopes to
significantly reduce the level of teenager pregiesithereby reducing the fertility rates
as a way of reducing the current high populatioowgn rate. Mobilization of local
savings and increasing the competitiveness andiaiti market for domestic lending is
another focus for Uganda as a way of improvinglelrel of gross capital formation. The
need to finalize the National HIV/AIDS policy, seral policies and HIV/AIDS bill is
crucial in the coming years. Government’s plafiotus on prevention of HIV infection
is likely to bring more returns while increasingcess and treatment of Antiretroviral
Treatment and opportunistic infections should teestup.

3.8.3 Commitment 2: Good governance at national antkrnational levels

a. Accomplishments:

According to the 2004 Global Action Report, It &imated that an increase in corruption
by one point on a scale from 10(highly clean) toidlily corrupt) lowers productivity by
4% of GDP and decreases net annual capital infloyw8.5% of GDP. In Uganda, the
main accomplishment has been the development oAticeuntability Sector Strategic
and Investment Plan ASSIP) which supports achiemenoé key national policy
priorities. The ASSIP will also facilitate the impmration of accountability issues into
the broader national framework. Other accomplishiménclude reform initiatives to
improve efficiency and effectiveness of public exgieure management, promote
transparency and accountability, and enhance thétyjof public finance management
and service delivery. The government has put atelany number of anti-corruption
institutions which include; the Inspector GenerblGmvernment (IGG), Directorate of
Ethics and Integrity (DEI), Criminal Investigatiddirectorate of Uganda Police, Office
of the Auditor General and Public Procurement aimgp®sal of Assets (PPDA), Public
Accounts Committee (PAC), and the Budget Monitotifrgt.

b. Best practices and innovative strategies
Best practices in place include the Commitment @brsystem (CCS) that restricts
expenditure to the budgeted items particularlyailing the growth of domestic arrears
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by prompting accounting officers not to commit Gowaent to expenditures to which
there is no release; the Integrated Financial Memegt System which is Governments’
computerized budgeting and accounting system tegishGovernment plan and use
financial resources more efficiently; the Fiscatalgtralization Strategy (FDS) that is
intended to strengthen decentralization; the Nox+Exenue reform that is intended to
increase the contribution of NTR to National Budgéte Electronic Funds Transfer
(EFT) where all payments for central Governmenndeaztion and payment above
Ug.shs. 20 million are required to use EFT as wsllimprovement improved payroll
management and adopting the Straight-Through Payi@gstem where salaries for
Government employees are remitted directly to theeficiaries’ bank accounts by the
Central Bank directly from the Treasury.

The government established the Directorate of Ethitd Integrity (DEI) to coordinate
and harmonize of various anti-corruption institndoThe directorate acts as secretariat to
the Inter-Agency Forum (IA), which is a policy developing and enforcing asation

of the anti-corruption agencies. The Governmentde®loped an ‘Anti-Corruption’ bill
and the ‘Whistle Blower Protection’ bill. The Ditecate of Public Prosecutions (DPP) is
currently developing witness protection legislatibnrthermore, the government recently
enacted the National Audit Bill. This legislation designed to secure greater autonomy
and independence of function of the office of thedfor General. The Auditor General's
office is one of the institutions that operate am#tonal vanguard to ensure transparency,
integrity and accountability in the management obljiz finances. The Inspectorate of
Government, the office of the Auditor General arfie tDirectorate for Public
Prosecutions were granted constitutional indeperelen the performance of their
functions so that they can effectively fight cotiop without any political interference.

c. Outstanding challenges

In the view of the current CPI, Uganda still hasramous work to clean the now viewed

as institutionalized corruption that has eatenlutha sectors of the economy to the core
of their existence. For example, corruption in diady defeats the reason for its

existence more so for vulnerable and voiceless lptipo of Uganda. Although Uganda

has enacted laws and established institutiongjtd &orruption, its position on corruption

perception index (CPI) suggests that the counillyfates enormous task to fight this

vice as shown in table 7. Since 2000, Uganda haprogressed significantly in the fight

against corruption, the country is still oscillgibetween 2.8 in 2007 and 1.9 in 2001.

Table 7 Trends of Uganda’s Corruption Perception Index (CP)

YEAR CPI Rank No of countrieg
2000 2.3 80 90

2001 1.9 88 91

2002 2.1 93 102

2003 2.2 113 130

2004 2.6 102 145

2005 2.5 117 159

2006 2.7 110 163

2007 2.8 111 179

20 The LAF is a coalition of 18 national institutions that corroborate in the fight against corruption and it has been the chief
architect of the National Anti-Corruption Strategy (NACS) that has been adopted and implemented by the government in its fight
against corruption.
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2008 2.6 126 180

2009 25 130 180

Source: Transparency International Ratings

The National Public Procurement Integrity baselswvey confirmed that a huge
percentage of government resources meant for Boeadication Programmes (up to
us$ 64-85 millions) were lost due to corruptiortie procurement process at central and
local government levels. That between 2.2%-3.0%thef annual budget of local
governments (equivalent to Ug.shs 32-86 billiorus$43.4-61.3million) may have been
lost in procurement related corruption in FY 20@032.

The limited capacity of anti-corruption instituti® to cope with tasks required of them in
terms of human and financial resources. Furthermtre staff is not adequately
motivated given the poor levels of remuneratioGmvernment institutions; Thirdly, due
to the shortage of manpower in the key anti-corompinstitutions, the potential for
corruption has been extended to local Governmemdk leas become ingrained in the
districts and sub-counties, yet the inspectoratéowernment and auditor general have a
few regional centers/staff. .

d. Strategic priorities for the next 5 to 10 years

The key priorities include building the capacitie§ the different anti-corruption
institutions to enable them cover the whole cousffgctively remains a major challenge
for fighting corruption, ensuring good governanoe @ffective use of public resources.
Others include strengthening the public demandafmountability and enhancing the
remuneration for Government public officers. Thegmment is drafting a bill that will
lead to a law that will facilitate the tracing afopeeds of corruption with in and outside
Uganda.

3.8.4 Commitment 3: Building human and institutiomaapacities

a. Accomplishments:

Government has focused on expanding the healthsimércture through construction of
more health facilities in an effort to bring semdccloser to the people. The number of
hospitals increased from 101 in 2004 to 114 in 20@Gle health center Ill increased
from 904 in 2004 to 955 in 2006. Uganda’s propartad mothers giving birth in health
facilities increased from 38% in 2001 to 41.1% BO@. The contraceptive prevalence
rate increased from 15.4% in 1995 to 18.6% in 280d by 2006 it had increased to
24.4%. The number of primary schools constructedeimsed from 12,500 in 2000 to
19,142 in 2008, while the secondary schools ine@dsom 1961 in 2005 to 2,908 in
2008. With the introduction of UPE, total enrolmease from 2.7 millions in 1996 to
present 7.96 millions in 2008. Uganda’s Net EnrelfnRatio in primary education has
improved from 84% in 2000 to 89% in 2008, whiclaigood progress towards meeting
the MDG target of 100% by year 2015. Uganda’s alitgltacy rate has also improved
from 65% in 1997 to 69.2% in 2006 (male adult &ty improved from 74% to 76%
while the female adult literacy rate increased fforéo to 63% over the same period). In
2000, the total primary school enrolment had margsh(51.8%) than girls (48.2%) and
the 2008 enrolment had almost an equal numberysf (50.1%) as girls (49.9%)
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b. Best practices and innovative strategies

The budget allocation to education (15.3%) andthgdl0.5%) sectors has been among
the highest reflecting Government's commitment wiver at the MDG and BPOA
targets. Uganda has effectively implemented the WPagram which is effectively
addressing the challenge of attaining the adwtdity rate MDG and BPOA targedts
Achieving a 50 per cent improvement in levels afltaliteracy by 2015, especially for
women, and equitable access to basic and continechgation for all adultsUganda
has focused on increasing the education institaticapacities to deliver the services like
improving pupil teacher ratio, the classroom puaflo, and textbook pupil teacher ratio.
The encouragement of private sector to invest urcation has helped the country a big
deal. The emphasis on a girl child under UPE proghas yielded tangible results. The
introduction of USE/Universal Post Primary Educatemd Training in 2007 was very
strategic in absorbing the UPE graduates.

c. Outstanding challenges

Whereas the general primary NER showed an impromentee male NER showed a
decline from 85% in 2000 to 84% in 2006. The priynschool completion rate dropped
from 56% in 2002/2003 to 48% in 2006 against a PE#Bet of 69% and BPOA target,
which focuses on increasing retention for both bags girls. Male completion rate
reduced from 88.3% in 2000 to 51% in 2008, whilet thf girls reduced from 88.5% to
47% over the same period. Uganda still faces geidbalance in secondary school
enrolment. In 2000 secondary enrolment had 55.9%ogs and 44.1% as girls, while in
2008 54.7% were boys and 45.3% were girls signifyansmall improvement towards
meeting the BPOA/MDG target dfEliminating gender disparities in primary and
secondary education by 2005, and achieving gendealgy in education by 2015, with
a focus on ensuring girls’ full and equal accessmal achievement in basic education of
good quality”. Due to inadequate budgeting resources, there ® alshallenge of
attaining the 15% budget allocation target to theltin sector as required by the Maputo
Plan of Action endorsed by African countries. Ugastill faces a challenge of manning
some of the health facilities with right cadre @falth workers and some facilities still
remain ill equipped.

d. Strategic priorities for the next 5 to 10 years

The introduction of USE and emphasis on the giildctherein will help to improve the

gross and net enrolment by gender. Focus on imprene on quality of education and
making it more relevant and practical will increasetention. The plan for the
Government to collaborate with the civil societygamizations will help in taking the
education services to disadvantaged groups. Thénocewa improvement in institutional
capacities and infrastructure will make school ssrwinent conducive, more so for a girl
child. On the health indicators, the move to fomvéine pending policies and bills to
promote and regulate health service delivery is. Ky move to have multi-sectoral
approach in addressing health issues is being demesl. Through advocacy, and
development of comprehensive health financing efsatand streaming funds from
development partners to sectoral priority areakhellp in effective delivery of services.
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3.8.5 Commitment 4: Building productive capacitissmake globalization work for
LDCs;

a. Accomplishments

By close of 2008, Uganda had a total of 10,965kmoatls of which 3098km (28%) were
paved. From the start of the decade, the demanduardof air transport services
increased steady at a growth rate of 16.6% permanmBetween 1997 and 2007, total
passengers and cargo traffic increased by 10294 8nth respectively. Uganda made the
Railway Master Plan. Uganda has integrated ICT é@ahacation curricula at all levels. By
December 2008, Uganda was at 28 telephone lined @@rinhabitants, which is way
above the BPOA target of 5. Internet users have misreased by 769% during the
period 2004-2008.

b. Best practices and innovative strategies

The awarding of the concession of the operatiomsrmaaintenance of the functional rail
system to the Rift valley Railways Ltd was a gotepbsUganda could have taken at the
time. Uganda adopted the continental position ommbaization of the rail gauge of
1.435m. Government has also implemented the Ruoahr@unications Development
Project to address Universal Access Issues

c. Outstanding challenges

The BPOP target ofModernizing and expanding railway connections aadilities,
increasing their capacities to the level of thoseother developing countries by the end
of the decaderemains a challenge

By 1990, the total rail network was 1266km whicts lence declined to 321kms of
functional rail network while the number of intetnesers have increased, Uganda is still
at less than 1 user to 100 would be users henceneeting the BPOA target of 10
internet users per 100 inhabitants by the year 2010

d. Strategic priorities for the next 5 to 10 years

These include: upgrading a total of 1055 km of oral roads from gravel to bitumen
standard raising the level of paved national rodsn 15% to 21%; reconstruct or
rehabilitate a total of 1200km of paved roads; ithgah total of 150 km for capacity
improvement; upgrading 10,000km of district roatsprove the condition of national
roads network from current 60% in fair to 85% gawodition by 2015. With regard to
rail transport, the priorities include: reconstractof the Kampala-Kasese railway line
(2012-2015) followed by the Tororo-Pakwach Line }22016). With regard to air
transport, upgrade five airstrips to become intgéonal airports; upgrade Entebbe
International Airport to class A standard; and modee and expand the meteorological
infrastructure to support the air transport industith regard to the promotion of ICT,
the priority is on developing the ICT sector as usibess enterprise in the areas of
hardware assembly and manufacturing, software dpwent, IT Enabled services such
as Business Process Outsourcing, back office daiaegsing, content management
services and others.

3.8.6 Commitment 5: Enhancing the role of trade development;

a. Accomplishments:
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In 2007 Uganda developed the National Trade Polkmd the National Trade
Development Plan that among other things emphasequbrt diversification that
substantially reduced dependence on traditionabresp

b. Best practices and innovative strategies

Uganda has continued to be at the forefront of ptorg regional integration to allow for
expansion of markets for the private sector angettforeign direct investment into the
East African region. Uganda has also maintainedopan economic environment
emphasizing private sector driven industrializatoa growth.

c. Outstanding challenges

A number of obstacles have been encountered ansl rgapain in Uganda’s efforts to
promote the role of trade in development. The laystraints are: weak policy, legal and
institutional framework and systems, especiallyated to promoting private-public
partnerships; existence of Non-tariff Barriers (NSJBo trade both in the regional and
international markets; high cost and limited accésstrade finance; shortage of
specialized technical and entrepreneurial skillsadequate physical infrastructure;
inadequate quality infrastructure and lastly butleast, inadequate data and information
about the trade sector. Other external challengeade: decline in the regional demand
for Uganda’s exports as a result of the second doeffects of the global economic
downturn on the fiscal revenues of our trading nExd; the general reduction in tariffs
following WTO membership has reduced the preferenaegins given to other African
countries which in turn has reduced the incentfeesntra-regional trade; the similarity
of Uganda' exports with other countries in the e@agicontinues to limit trade
opportunities while the infrastructure for intrarisfan trade remains poor leading to high
transaction costs as commodity prices, includingibf falls; slow implementation of
regional agreements and there is little privatdasseinvolvement in them as compared
with their equivalents in Europe, Latin AmericaAsia. For Uganda, the East African
Common Market imposes constraints on the fiscabaoptfor raising additional revenue.
The developments since the establishment of th&€Egtoms Union have eliminated the
flexibility to raise revenue through new tax mea&suon trade—a major source of tax
revenue to Government. In the past, Governmenteasad revenue through modest
adjustments on import duty rates, which option willlonger be available beyond 2010.

d. Strategic priorities for the next 5 to 10 years

The strategic priorities for the sector identifiéok the five years of the National
development Plan include: improving the ‘doing Iness environment’; nurture the
private sector with a view to improve its compegétiess in the domestic, regional and
other international markets; increase market adoeddgandan goods and services to the
regional and international markets; increase theksand quality of trade infrastructure;
effectively penetrate and position Uganda’s prosluahd services in international
markets; promote policy synergies between the prtimlu and trade sectors; and lastly,
provide equal opportunity to women and other disatlvged groups to participate in
trade issues.
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3.8.7 Commitment 6: Reducing Vulnerability and Pemtting the Environment

a. Accomplishments:

Uganda has implemented a number of actions to eegutnerability and protect the
environment. These include; Improved wetlands manet; afforestation programs
and control of illegal timber harvesting and tradmntrol fishing methods; and
enforcement of environmental impact assessmentatgus. Uganda put in place the
NEMA whose role is to monitor, supervise and ergoregulations, standards and
guidelines and coordinate all environment mattarthe country. Regarding access to
safe water, Uganda has made positive strides pirtgeher rural population access safe
water (improved from 57% in 2000 to 63% in 2008/04DG/BPOA target of 62% by
year 2015. Access to sanitation has improved fr@% 8n 2000 to 87% in 2005/06.
while for urban population it increased from 74%2007/8 to 77% in 2008/9.

b. Best practices and innovative strategies

Involve local communities in the maintenance oftuvater projects and related
infrastructure. The afforestation efforts throughblic-private partnerships have brought
about sustainability of the program.

c. Outstanding challenges

Whereas access to safe water improved, the inabke of urban population, it reduced
from 87% in 2000 to 60% in 2008 when the targdid8% by year 2015. The land under
forest cover has reduced from 21.3% in 2000 to%8y 2005/06. Uganda is still faced
with high population growth rate and high level rofral poverty, which continue to
hinder environmental protection efforts.

d. Strategic priorities for the next 5 to 10 years

The Government'’s strategy to strengthen technicdlfenancial capacity of local private
investors to attract them into the sector will galang way in helping the Government
deliver the service. Lowering the unit cost of wateurban areas will assist in improving
urban water access. The planned review of watdcyahd water Act and regulations
will help sector’s performance.

3.8.8 Commitment 7: Mobilizing financial resources

a. Accomplishments

The main accomplishment has been the reaching cdeagent with Development
Partners on a Joint Assistance Strategy over thedeThis has helped bring about a
reduction of transaction costs due to greater dpatidn among donors when they
engage Government. During 2007/08, Uganda mehiligS$ 519.5 millions from
development partners and these funds were targséntprs that had direct impact on
poverty reduction. Due to Uganda’s strong stanceinmproving public finance
management and macro economic framework, developpesiner's confidence was
built resulting in increases in budget support disements in 2004/05 to tune of US$
1269.8 million having increased from US$ 583.5 il in 2003/04.

b. Best practices and innovative strategies
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Adoption of Budget Support as a preferred aid mibdain the part of Uganda has
worked effectively as it has helped improve budgetnitoring and coordination of
Government programmes. Development partners arebemwnand participate in sector
working groups. They participate in policy formidet and through this avenue the
government has been able to build trust among ¢lreldpment partners. There has been
an increase in the number of projects administasioly government systems while those
administered outside government systems have @ecimce 2007/08. In terms of value,
379 projects worth US$ 554.89 million were admigist! outside government systems in
2007/08 and this was expected to decline to US$56aiillion in 2009/10, and projected
to decline further to US$ 6.08 million by 2011/12.

c. Outstanding Challenges

Knowledge of the Paris Declaration (PD) is stilhcentrated in a few individuals who
have participated in previous aid effectivenesstimge (local or international)There
has been no clear line of responsibility for thesdmination of information or inviting
civil society and the private sector into the PIxed processes and dialogues.
Furthermore, the PD document is suggestive of unfinished business many
commitments under some of the principles do noele@rresponding indicatar§here is
also lack of Government leadership or buy-in atitiitgal stages of th®ivision of Labour
exercise, together with the launch of a procedsrmulate a new national development
plan, which emphasizes growth as opposed to poveduction, prevented a logical
continuation of the exercise at sector level.

d. Strategic priorities for the next 5 to 10 years

Emphasis on use of country systems for public firrmanagement and procurement
has to take care of country-specific risks such pa®r administration, political
governance and corruption and hence needs to lendeal with appropriate risk
mitigation measures.

4.0 Assessment of the impact of the global finandiand economic crisis on the
economy of Uganda

4.1 Introduction

There is growing evidence that the global econaanid financial crisis, which started in
the second half of 2008 in the US and quickly sprieaother advanced economies, is
now exerting some negative impacts on Uganda. Whielimited integration into the
global capital markets may have initially shield@ country from the effects of the
collapsing housing and financial markets in muchhef developed world, second round
effects from reductions in trade, foreign directdstments, remittances and overseas
development assistance have been quite severe.inipercts have been particularly
adverse given the limited fiscal space to pursuentr-cyclical policies or stimulus
packages. Moreover, the economic and financialsccame at a time when Uganda was
already struggling under the pressures from aneas® in global food prices and the
spike in energy prices early in 2008.
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As a result of the crisis, Uganda’s growth foregdst 2010 had to be reduced from 7%
to 6% although it remains above the average for-Sahmran Africa. The global
economic and financial crisis has impacted on tlgaridan economy in a number of
ways. The avenues through which the impact has tedteis summarized below.

4.2 Effect on Portfolio Investment

Although portfolio investment is relatively smathrmpared to other channels, the impact
of the crisis was most drastic and immediate thinopgrtfolio investment, because net
inflows plummeted from +$80 million in the first lfiaf 2008 to -$109 million in the
second half and close to zero in the first hal2009. This was the main driver for the
strong depreciation of the Ugandan shilling. Assuit, access to credit from domestic
banks has become more restrictive since 2009 dsshaarceived higher risks in their
portfolio. There has been a slowdown in lendingrfrdganda-based commercial banks
to the private sector. Total outstanding claimsgraihcreasing with few exceptions over
recent years, appear to have reached a platea@yn2D9. While this is likely to have
had an adverse effect on investment and thus emmglolygrowth in the medium term,
there was no evidence of companies shutting dowlaying off workers because of a
tightened access to credit (Sender, et al., 2009)

4.3 Effect on Exports, Imports and Terms of Trade

Uganda’s main trading partners in 2008 for formgbats were the EU (27%), Sudan
(14%), Kenya (10%), Switzerland (9%), Rwanda (8%l #he United Arab Emirates
(7%). Formal exports to all partner regions dedine the first half of 2009, but the
decline of exports to the EU and the rest of theldvavas more pronounced than the
decline in regional exports when comparing thet firalf of 2008 with the first half of
2009. Official exports declined from $854 millioo $714 million between the first half
of 2008 and the first half of 2009, a reductionl6f6. This is a sizeable setback for a
country whose exports — on average — had grownvey 5% per year between 2001
and 2008. Similarly, tourism earnings declined saigally in the first two quarters of
2009, falling way below their level in the same ees in 2008 (-27%). This strong
decline in the first half of 2009 was clearly unalsand attributed to the global economic
and financial crisis.
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Figure 28 Uganda’s exports 2004-2008
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Coffee, the single largest export product for Ugansuffered a decline in value from
$210 million in the first half of 2008 to $152 niilh in the first half of 2009. This was
caused mainly by a decline in the world marketgri2009 exports would have totaled
$190 if valued at 2008 prices. Tobacco and cocpanex also declined slightly in value
despite increases in export volume, indicating mpidly negative impacts of world
market prices. Also declines in fish, gold, flowarsl cobalt exports have been attributed
to a contraction in export volumes.

Figure 29 Informal trade flows (‘000 US$)
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markets, and especially
into Southern Sudan, it has not yet been associai#d increases in output and
employment in Uganda and its sustainability is ¢joaable.
Despite the mixed effects on exports, the effectsmoports and terms of trade were
slightly positive. Import values declined duringethrisis, which was partially a price
effect due to lower world market prices for oil.ighn turn also led to a substantial
improvement in the terms of trade since the begimoi the crisis.
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4.4 Effect on Remittances

With the developed world in a recession and layafffworkers escalating, remitted
earnings fell by 11% in the fourth quarter of 2QW#9 and estimates put the overall
decline for the year to 24%. There was a strongdjreeof remittances inflows in the first
half of 2009 ($237 million) when compared with thiest half of 2008 ($509 million).
Remittances have in the past contributed substyntaimproving household welfare
and investment in construction and consumption. Adgative effect on remittances has
therefore contributed to reduction in the welfaféhe recipient households.

4.5 Effect on Foreign Aid

A large amount of aid goes through Civil Societyg@nrizations (CSOs), NGOs and Faith
Based Organizations (FBO). Many CSOs have expetefinancial difficulties as the
economic situation in rich countries reduces tladility to attract donations. Several
international CSOs notified the Ministry of Gendeapbour and Social Development that
they are reducing local staff in Uganda, citingafigial difficulties in relation to the
economic crisis as the reason. So far, around tHDh&ve been laid off by CSOs. While
the immediate employment losses affecting CSO sta#im rather small, a decline in
their activities could have adverse consequenceslfeady disadvantaged parts of the
country, such as the northern districts, in thgésmun.

4.6 Effect on Foreign Direct Investment

Inflows of Foreign Direct Investment declined omljghtly in the second half of 2008
and remained at the same level in the first half2009. The Uganda Investment
Authority indicated that interest from internatibnivestors has changed and is
increasingly evident from investors based in In@hina, and Arab countries, rather than
from investors based in Europe. However, overgliressions of interest remain strong.
The main sectors attracting Foreign Direct Invesinieive been manufacturing, finance,
insurance and real estate services, as well ascuétgre, energy/oil and
telecommunication.

4.7 Effect on the Ugandan Shilling

The Ugandan shilling depreciated significantly agaithe US$ in September, October
and November 2008 and then again in March, Apdl lslay 2009, when it reached 2248
Ug.Shs. per US$1, 38% below its level in August®0Bince May 2009, the exchange
rate has appreciated again, but it remains welbvbets pre-crisis level. The initial
depreciation of the Shilling in October 2008 camethie context of a widening trade
deficit caused by a decline in export value in tthied quarter of 2008 as well as a very
strong outflow of portfolio investment in the folurguarter which was caused by global
investment funds and financial institutions engagethe Ugandan money and capital
market that pulled out of developing countriesetduce the risk in their portfolios.
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4.8 Effect on People’s Welfare

The food component of Uganda's Consumer Price Intex been increasing steeply
since the end of 2007 and the devaluation causedhbeyglobal economic crisis

aggravated the problem since October 2008. Thigldpment was driven by dramatic
increases in the prices of food staples in 2008¢@¢ecially by increases in the price of
maize.

Many Ugandans suffered a decline in their standafdiwing as a result of these trends
in the price of the most basic goods, but some ¢toids and workers were particularly
vulnerable and are likely to have suffered disprtpoately. Poor households suffered
the most from the rapid increase in food pricegesia much larger proportion of their

total expenditures is spent on food. The pooresséloolds in Uganda spend 60% of their
income on food. Before the 2008 price shock, awe@mnsumption in poor households
was 28% below the official poverty line. Howevey, darly 2008, the rise in food prices

had caused the severity of poverty to worsen maktiegaverage consumption in poor
households to further fall to 32% below the povdirtg (Sender, 2009). Thus, even poor
rural households that have the capacity to growesofrihe food they consume have not
effectively been insulated from food price shocks.

Workers, especially low-wage casual workers, haw la disproportionate share of the
impact of the economic crisis in Uganda. By 200@y¢ was an ongoing steep decline in
real wages caused by food price inflation combiwét stagnation in nominal wages.

5.0 Conclusion and Way Forward

On the whole, substantial progress has been madeds successful implementation of
a number of BPOA commitments. Although a number ofifstacles have been
encountered, and some gaps still remain, Ugandaainemcommitted to the
implementation of the BPOA. Many of the obstacleguire integrated approaches to
address effectively. A number of recommendatiorns loa made to further advance the
country’s ambition to fulfill its commitments undére BPOA.

Proposed interventions

1. In order to enhance and accelerate the implementati the ‘people centered
programs’, not only will it require increased ptieasector investment into the
agriculture to enhance value addition but also enseneficial market access for
agricultural exports with in-built mechanisms tdegpard against frequent price
shocks and declining terms of trade especiallyiarnational markets.

2. There is need to urgently address the challengésgbf (3.24%) population growth
rate which has generally tended to curtail naticefédrts geared to reduce poverty
levels and boost economic growth. The issues a&fi8eand Reproductive Health
require to be looked at as cross-cutting hence li-sactoral approach needs to be
adopted in controlling population growth rate.
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3. The impact of disease on GDP and per capita &B@wth is high and expected to
remain so in the short to medium terédditional investment in diseasesntrol and
prevention is still necessary and resources neeletonobilized and directed to
further strengthen the country’s health sectoiirie With the National Health Policy
and the Health Sector Investment Plan. Special asiphneed to be put on
Reproductive Health services to effectively tadkle challenge of high child, infant
and maternal mortality rates.

4. Increased Government investment is still requiceddhieve effective mobilization of
the masses to fight poverty and encourage profigrdsts towards wealth creation by
using the resources available

9. The need to build the capacities of the differertt-eorruption institutions to enable
them cover the whole country so that they can beeneifective in fighting
corruption, ensuring good governance and effeatsgeof public resources.

6. The capacity of education institutions still neecdbe expanded to receive and handle
a big influx of children both in terms of infrastture, manpower and other resources
to stem the dropout

7. Uganda needs substantial resources to be abledtesadthe numerous supply side
constraints that continue to hamper improvememptaduction capacity, international
competitiveness and harnessing the benefits of afjidiion. Investment in
infrastructure is needed to improve the businessmateé. Uganda still requires
substantial international support to raise the ussEs necessary to finance her
infrastructure requirements through different ficiag mechanisms.

8. As a poor country that is vulnerable to climaterdeaUganda needs, among others;
Increased support for cleaner production and fatitig technological transfer in the
area of cleaner production; increased technical famahcial support to science
education and scientific and industrial researchppsrt to control of wide spread
bush burning through community education programmesand
implementation/enforcement of national laws and-layes regarding bush burning.

7! Studies have found a very powerful impact of malaria on per capita income, even halving per capita income in the long run. While
AIDS reduces per capita growth by an effect of 0.7% on average(PEAP 2004/ 05 Page 147)
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