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KEYNOTE ADDRESS BY THE DEPUTY GOVERNOR, BANK OF 
UGANDA AT THE PAKASA FORUM JANUARY 25, 2014. 
 

Thank you for inviting me to be part of this important gathering. It is a very 

great pleasure and honour to address the 2nd Pakasa Forum. In this 

address, I would like to assess the medium term prospects for the Ugandan 

economy and identify those sectors of the economy which have performed 

best in recent years.  As I will make clear, I believe that economic prospects 

are reasonably good; it is likely that real growth will average between 6 and 

7 percent over the medium term. In the longer term, the commercial 

exploitation of oil will offer opportunities for accelerating growth but the 

management of oil revenues will be very challenging.  Unfortunately, the 

civil strife in South Sudan may dampen growth if it lasts for any length of 

time. South Sudan has become very important for Uganda both as a 

destination for our exports and as a source of remittance income.  In 

2012/13, exports to South Sudan comprised 18 percent of total Ugandan 

exports while remittances from South Sudan accounted for 23 percent of 

total remittances.  Consequently, any sustained disruption to trade with 

South Sudan and to the South Sudanese economy, will inevitably have a 

significant adverse impact on the Ugandan economy.  

 

Allow me first highlight the strides Uganda has made over the last two 

decades before coming to opportunities that Uganda offers for private sector 

investment, growth and employment. 

 

1. Uganda’s economic transformation 

Uganda has made considerable progress in the past two decades on many 

fronts, including raising people’s average incomes and diversifying sources 

of growth from agriculture.  Uganda is one of the countries in Africa where 

progress is evident and where the opportunities for economic 

transformation and growth are manifested.  Per capita income is rising 

quickly (having doubled in just 10 years), and growth prospects are high 

considering increasing investment in infrastructure and the upcoming oil 
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exports.  Indeed the success stories from this Pakasa forum demonstrate 

the opportunities Uganda offers. 

 

For the last quarter century, Uganda has recorded robust economic growth; 

averaging about 7 percent per annum in real terms, almost twice the Sub-

Saharan Africa (SSA) average of 3.6 percent. This is remarkable 

performance given that it was not generated from exploitation of minerals.  

It was the third highest growth rate in SSA between 1992 and 2011, only 

surpassed by Equatorial Guinea (20.0 percent) and Liberia (10.0 percent). 

As a result, the size of the economy, in real terms, has quadrupled since the 

early 1990s, although real per capita incomes have only doubled in this 

period because population growth rates have exceeded three percent per 

annum.  Moreover, Uganda achieved high growth with low inflation.  

Inflation averaged about 6.9 percent between 1993 and 2012, below the 

SSA average of 7.8 percent.  

 

The fastest growing sectors of the Ugandan economy over the last five years 

have mostly been urban based services: telecommunications, financial 

services, transport, business services, construction and real estate. The 

economy has attracted private investment into these sectors, and others 

such as health services and the media, driven by buoyant demand for these 

services as a result of rising incomes and urbanization.  As a result of this 

investment, Ugandans now enjoy much better quality services than was the 

case a decade ago, provided that they can afford to pay for them. The tourist 

industry has also achieved very strong growth – tourist receipts in US 

dollars increased by 20 percent per annum over the last 10 years. As a 

result, tourism has become Uganda’s largest single export industry in terms 

of export earnings. Tourism revenues exceeded $1.1 billion in 2012/13, 

accounting for 22 percent of Uganda’s total foreign exchange earnings from 

exports of goods and services. 

This growth benefited from relative macroeconomic and political stability, 

especially since the end of the armed conflict in northern Uganda in the 

mid-2000s. Growth has also been bolstered by large inflows of ODA, 
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averaging 9.1 percent of gross national income from 1992/3 to 2012/13, as 

well as by a general policy of openness to foreign investment and 

international trade. 

 

Uganda’s economy has also seen important changes in the structure of the 

economy.  Agriculture, which in 1990 accounted for 57.0 percent of GDP, 

contributed only 23.0 percent in 2012.  As Uganda’s economy grew, the 

service sector gradually enlarged because economic growth increased both 

household and business sector demand for services like transportation, 

utilities, trade, personal services and business services.  Subsequently, the 

weight of value added in services increased from 32 percent in 1990 to  

51 percent in 2012.  The weight for industry also increased from  

11.0 percent in 1990 to 27.0 percent in 2008 before declining to 25 percent 

in 2011.  

 

Other socioeconomic indicators relate to demographics: Uganda has a young 

population with about 50.9% of the population below the age of 15 years.  

Nevertheless, the percentage of the population of age 15 and above at 49.1% 

is quite significant.  The percentage of population in the urban areas 

increased from 9.9 percent in 1988 to 16 percent in 2012; life expectancy at 

birth rose from 48 years in 1988 to 58 years in 2011. 

 

Therefore, Uganda’s socio-economic indicators, characterise Uganda as a 

country that has undergone tremendous change over last quarter century.  

More importantly, the process has resulted in the dramatic fall in poverty 

and improved the living conditions of the Ugandan people. This trend is 

reflected in the reduction of head count poverty; from Poverty headcount 

ratio at national poverty line of 56 percent in 1992 to 24.5 percent in 2009, 

and from 68.7 percent of the population living on less than $1.25 a day at 

2005 international prices in 1989 to 38 percent in 2009.  However, this 

growth has not yet brought about a major structural transformation of the 

economy.  The majority of the workforce, around 70 percent, is still 

employed in smallholder agriculture where productivity per worker is very 
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low. (Average value added per worker in agriculture averaged to about 

US$228 per year for the period 2000-2011).  

 

Agricultural policy in Uganda has not been a great success.  Real growth in 

the agricultural sector has been anaemic for a long time.  Over the last 12 

years, since the turn of the millennium, real growth in the sector has 

averaged only 2.7 percent per annum, barely a third of the growth rate for 

the economy as a whole.  The growth of food crop production was even 

lower, averaging only 2.1 percent per annum, 1.4 percentage points less 

than the rate of the country’s population growth.  If these trends continue, 

Uganda will no longer be able to grow sufficient food to feed its own 

population, let alone produce a surplus for export.  Uganda cannot afford to 

allow the stagnation of its agricultural sector to continue if poverty 

eradication and structural transformation is to be a realisable objective. 

Eradicating mass poverty in Uganda will not be possible unless there are 

large increases in agricultural productivity to boost farm incomes. 

 

A recent report into inclusive growth in Uganda by the World Bank offers 

important insights into why the agricultural sector has performed poorly 

and also proposes a strategy for stimulating the transformation of the 

sector.  At the heart of the poor performance of agriculture in Uganda is the 

failure to promote commercialisation among smallholder farmers, and 

especially among the smallholder farmers who produce staple food crops.  

 

The commercialisation of smallholder farming is essential if agricultural 

productivity is to be raised. Hence, a policy priority for the agricultural 

sector should be to encourage smallholder farmers to shift from subsistence 

farming to a more commercially oriented approach to farming; using more 

inputs and selling more of their output on the market.  Smallholder farms 

dominate the agricultural sector in Uganda and hence the transformation of 

agriculture cannot be achieved unless we can tackle successfully the 

obstacles facing smallholders.  It is not sufficient to focus our efforts only on 

the large farmers.  
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2. Outlook 

Since 2008, the world economy has undergone significant strain, impacting 

on growth across the globe.  However, in the face of these global headwinds 

and domestic supply shocks, Uganda’s economy has been resilient.  

Between 2007/8 and 2012/13, the period of great global uncertainty, the 

Uganda’s economy grew at average annual rate of 6.3 percent. Real 

economic growth is projected at 6.8 percent for the period 2013 to 2016, 

higher than the SSA average of 5.2 percent and the World growth rate of 3.1 

percent and growth thereafter will be driven in part by the nascent oil 

sector. 

 

Uganda has large infrastructure needs and infrastructure deficit constrains 

growth potential.  Fiscal policy stance since 2008/09 and in the short to 

medium term is designed to support growth through public infrastructure 

expansion.  In particular, public investment in the last five fiscal years has 

been the main driver of economic growth. Growth in public fixed capital 

formation averaged 13 percent between 2008/9 and 2012/13.  Excluding 

2011/12, when the fiscal stance was tightened to curb the inflation spike, 

growth in public fixed investment averaged 20 percent compared to the 

growth in private sector fixed capital formation which averaged 6 percent. 

Going forward, as infrastructure improves and the global economy regains 

its traction, Uganda’s business environment will improve.  

 

In particular, as the government focuses on improving public infrastructure 

in the near to medium term, this will provide a boost to economic growth as 

infrastructure investment is the most efficient fiscal support the government 

can provide to a depressed economy. With improved infrastructure, 

Uganda’s opportunities will become more attractive.  Companies that enter 

early and even create new products categories stand to gain a significant 

advantage over competitors that wait until the market is more mature. 

Overall, public investment may increase Uganda’s potential GDP growth 

beyond the 7 percent. 
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3. Opportunities and challenges. 

 

Let me now turn to my main focus—economic opportunities in Uganda and 

Uganda’s quest to become a middle-income economy.  

 

Uganda’s growth prospects and returns on investment, which are among the 

highest in the world, make investing in Uganda very attractive. The 

increasing urbanisation, the rapid growing consumer-oriented market, 

strong demographics, rising investment in infrastructure, and improving 

corporate governance and regulation, all bode well for the continued growth 

of Uganda’ s investment story.  

 

While the majority of Ugandan consumers are currently in lower-income, 

more price-sensitive groups, many will move up into more affluent segments 

as they urbanize and their incomes increase.  Such movement will create a 

large, growing, and increasingly profitable opportunity for companies.  

 

Let me elaborate further on this: Uganda’s growth has been consumption 

driven; with 82 percent of GDP being consumer expenditure.  The rapid and 

sustained rise in consumer spending is being fuelled by three key forces: 

 

a) Rapid population growth: In 2012, Uganda’s population was estimated 

at 35.6 million and projected to increase to 63.4 million by 2030.  By 

2050, the population is expected to increase to about 104.1 million. 

Furthermore, between 2012 and 2050, Uganda’s economically active 

population will grow from 49 percent to 60 percent.  Expansion of the 

economically active population will lead to increased demand for 

goods and services.  

 

b) Urbanization: Uganda’s growing and increasingly wealthy population 

is becoming more urbanised. By 2050, almost one half of the 

population will live in cities, compared with 16 percent in 2012. 

Urbanisation, in turn, will lead Ugandan consumers to purchase more 
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goods and services, and will make it easier for companies to reach 

consumers with products, services, and communications. Rapid 

growth in population and urbanization will place additional 

constraints on the infrastructure requirements of Uganda. This will 

require greater planning and urban investment which will require 

both public and private sector participation.  

 

c) Other key trends which will further enable consumers to buy more 

and allow companies to reach these consumers include: 

 Improving access to consumers via mobile technologies. 

Consumers in Uganda are getting easier to reach due to a 

remarkable uptake of mobile services.  By 2012, almost 51 percent 

of Ugandans (more than 17 million people) owned a mobile phone, 

compared with 6.8 percent in 2006.  This significant mobile 

adoption by consumers has made it easier for companies to reach 

consumers through mobile marketing, competitions and 

promotions.  Consumers are more savvy because they are now 

linked to the rest of the world through their cell phones and no 

longer isolated.  In addition to improving access to consumers, the 

mobile revolution has created a booming industry that employs 

and provides income for large numbers of people. 

 

 Regional integration has opened up new markets. This is an 

opportunity but could also be a major challenge if Ugandan 

businesses are not ready to improve on productivity.  Trade within 

the EAC and SSA at large in the past had been slowed by the hefty 

tariff barriers that countries imposed on imports. The regional 

integration drives have resulted in rapid opening of borders to 

regional and international trade.  Uganda has fostered a number 

of formalized trade blocs that have been the catalyst for loosening 

trade restrictions between member states and the global economy 

in general. As Ugandan consumers accumulate wealth and 

steadily gain access to global products and services, they will form 
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lasting allegiances with companies offering these products and 

services.  For companies that want to benefit from the size and 

growth inherent in the Ugandan opportunity, the time to act is 

now. 

 

 Although policies and programs that reduce constraints to the 

growth of all firms, regardless of size, must be developed, it might 

be important to rethink on support to small and medium enter-

prises.  Public policy could target those firms that are successful at 

creating “good” jobs.  

 

 Opportunities abound in tourism sector.  Uganda’s extraordinary 

natural beauty combined with intense bio-diversity in both flora 

and fauna make it one of the emerging hotspots for tourism in 

Africa. Whilst tourism continues to grow at an almost 

unprecedented rate in Uganda, investment opportunities in the 

sector continue to emerge in tandem.  Kampala’s hotel portfolio 

continues to grow as demands for business and conference centre 

infrastructure increases.  Uganda’s tourist industry is not 

currently competitive relative to more experienced regional 

locations such as Kenya and Tanzania.  As a result, the country’s 

industry is ideal to invest in right now as tourist inflows are 

increasing, and demand is very strong for quality service provision 

across the sector.  Furthermore, Uganda’s tourist resources have 

been modestly developed; thus the potential still remains for 

innovative new players to come into the market, and develop niche 

attractions specific to their business. 

 

 Uganda has substantial natural resources, including fertile soils, 

regular rainfall, small deposits of copper, gold, and other minerals, 

and recently discovered oil and gas.  The role of natural resources 

in Uganda is likely to change significantly in the next decade, with 

the recent discovery of oil and gas.  In current conditions, it is 
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thought that oil production in Uganda could reach a peak of 

300,000 barrels per day by 2020.  It is estimated that this rate 

could be maintained for about 10 years, with oil production 

expected to remain commercially viable for 25 to 50 years in total, 

depending on technological developments in the oil industry and 

whether additional reserves are found.  

 

 Oil production could dampen prospects for soft commodity 

sectors, if it eventually leads to an appreciation of Uganda’s real 

exchange rate and causes Dutch Disease. However, oil revenue 

could lay the basis for structural transformation, by providing a 

unique opportunity to push ahead infrastructure investment in 

transport, energy, agriculture or human development. Existing 

estimates of government revenue from oil range around 

US$2billion to US$3billion per year during peak production.  To 

give an idea, at current prices, US$2billion is three times the 

government’s proposed budget for education in 2013/14, and six 

times the health budget. With current unit costs for road 

construction in Uganda ranging between US$750,000 and 

US$1million per kilometre, it could also serve to double Uganda’s 

existing paved road network of 3264 km every year. Realising 

these oil-dividends, however, will depend on the government’s 

ability to address capacity constraints and bottlenecks that cause 

long delays in the completion of infrastructure projects and high 

infrastructure development costs in Uganda. It is important to 

note that oil production is only expected to start in 2017 and to 

reach a commercial scale will require investment to establish key 

oil production and distribution infrastructure in Uganda and the 

East Africa region. This will include refinery capacity, pipelines, 

road and rail transport and basic oil development.  
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4. Some ideas on how to strategize to benefit from 

Uganda’s economic potential  

 

a) The first step to succeed in Ugandan market is to develop a deep 

understanding of the market, competitors and consumers.  Due to a 

large informal economy and the prevalence of cash transactions, 

which are likely to persist into foreseeable future, accurate and 

representative data on consumer spending is sparse. How can 

businesses bridge this gap? They must get creative, tapping into local 

networks to gather insights, partnering with academia and companies 

that possess usable customer data – for example, banks and 

telecommunications.  Together, such an approach can help companies 

gain the market insights they need to craft differentiated, relevant 

offers for the Ugandan market. 

 

b) One of the key aspects of doing business in Uganda is the 

predominance of individual, self-employed micro enterprises. For 

banks; the challenge is loaning money to the most promising of these 

entrepreneurs, many of whom have little or no credit history. 

Business need to explore partnerships or joint ventures and make 

business formal.  Informality makes the cost of business excessively 

high. Partnering provides a faster way of gaining access to local 

market knowledge and distribution channels, but selecting the right 

partner requires careful appraisal of ownership, control, pricing and 

local partner capabilities. 

 

c) Another key to success in Uganda is developing a stable, cost-effective 

supply chain that enables a company to meet local needs and 

overcome local challenges whilst maintaining profitability.  Businesses 

must choose sourcing partners that have strong links with the 

community and a high level of intelligence on local preferences and 

challenges.  Businesses must invest in the capacity and capabilities of 

these partners, establishing training and incentive programs that 
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enable them to fulfil the company’s brand promise. For instance, 

business should be sure to improve the stability of key resources via 

term contracts, upstream acquisitions, and investment in diversified 

geographical sources to minimize supply disruptions and improve the 

quality and availability of materials.  Trusting relationships with local 

producers are important as well, as is the provision of technical 

support and training to local manufacturers to ensure high standards 

for locally sourced raw materials. 

 

d) The key drivers of the economy in the service, oil and industry will 

require a wide range of sophisticated skills.  The potential employees 

in these sectors must acquire appropriate skills through training and 

attachments to take advantage of these opportunities. 

 

Conclusions. 

Uganda, by sustaining rapid economic growth consistently over two decades 

is an impressive achievement; not matched by most other developing 

countries. We now have the opportunity to build on this platform and 

accelerate structural transformation.  I am confident that the medium term 

prospects for the Ugandan economy are bright.  We can look forward to 

average real growth in the region of 6-7 percent per annum together with 

macroeconomic stability. Of course, it is inevitable that the economy will 

face shocks, especially from the supply side and from the global economy. 

Nevertheless, I believe that we have the expertise in macroeconomic 

management and the requisite instruments to mitigate the impact of such 

shocks on economic growth and inflation.  

 

Many sectors of our economy are booming and delivering tangible benefits 

for the Ugandan public, especially urban based services and tourism. 

However, it is important to recognize that the performance in some key 

areas of the economy has been poor. In particular the economy has not 

attracted the scale of private investment into labour intensive modern 

industry that is needed to drive forward structural transformation and to 
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create formal sector employment for the rapidly expanding labour force. 

Rectifying the weaknesses in the institutional environment, by curbing 

corruption, strengthening legal protection for investors and creditors, 

expediting the clearance of goods across borders and removing non tariff 

barriers to trade, are reforms which are essential to strengthening the 

business environment and for attracting higher levels of private investment. 

The focus of our efforts should be to strengthen the incentives for raising 

productivity, so that continuous increases in efficiency become the driving 

force of growth and development.  

 

The resources earned from the production of oil and minerals can make a 

vital contribution to enhancing productivity in the economy, but only if they 

are managed and invested in a very sound manner.  

 

 

Thank you for your attention. 

 


