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RE'PORT OF THE THIRD PRESIDENTIAL FORUM ON STRATEGIC MANAGEMENT FOR
INVESTMENT PROMOTION AND EXPORT GROWTH
Held on 18TH-20TH December, 1995, at The Windsor Lake Victoria Hotel, Entebbe

This is the report of the third Presidential Forum on Strategic Management for
Investment Promotion and Export Growth held at the Lake Victoria Hotel,
Entebbe, on December 18 - 20, jointly organised by Uganda Manufacturers
Association (UMA) and the Presidential Economic Council and sponsored by

USAID.
1.0 BACKGROUND

The Forum was hosted by the Chairman of the Uganda Manufacturers
Association (UMA), Mr. James Mulwana, and chaired by Mr. Sam Rutega,
Chairman of the National Forum Monitoring Group. Similar to the prévious
two Forums, participants were drawn from government, private companies,

private sector associations, political leaders and the donor community.

The government of Uganda has continued to undertake economic reforms
under Structural Adjustment Programs (SAPS) aimed at Macro-economic
stabilisation, improvement of the efficiency of the ~public sector and
revitalisation of the private sector. In order for the private sector to respond
effectively to the reforms, the remaining constraints have to be removed
through the close corporation and concerted effort of government and the
private sector. To further focus on implementation of agreed national strategies
for private sector development, and on sustaining co-operation between
government and the private sector the third Presidential Forum was held in

December.



During the course of the yeér the four Working Groups namely;
e Investment Promotion and Export Development,

¢ Human Resources Development and Capacity Bﬁilding,

¢ Financial Sector Development,

e Tax Policy and Administration, ,
met on a regular basis to discuss issues and to ensure speedy implementation of
those agreed upon. During the plenary session the Chairmen of the above
groups reported on progress made. Each Working Group prepared a paper for
presentation to the Forum providing a sumniary of progress made on their
respective mandated Action Plans, highlighting successes, failures and new

policy areas needing priority attention.

Participants were divided into groups to further discuss the above reports.

Discussions centred on the following:

o Identifying all issues,

e Ranking the issues in order of importance,

¢ Identify the top ranked issues that should be dissolved within the next
12 months,

e Develop recommended solutions and

e Decide whether the forum is to continue and if it is then when and

through what institutional arrangements would it do so.

Recommendations and Action Plans drawn by the discussion groups were
presented to the plenary session on the second day and later in the afternoon
presented to His Excellency, the Prime Minister of Uganda who represented His

Excellency, the President.



s‘ :
The structure of the forum has a direct impact on the decision making process
Y
since the representative of the various organisations take ideas and
repomfnendations from the Working Group meetings back to their respective
positions. Policy therefore, is influenced by having key decisions makers
| _
involvedqlin Working Groups.
. ‘Q\‘\

, W . P . . '
The success of the Forum can be attributed to the solid leadership from the
Uganda Manufacturers Association and a strong commitment from the
President of Uganda. Equally important is the dedication by the individual
members to maintaining open policy dialogue and commitment to creating a

better future for Uganda.

On the whole, the Forum is a demonstration process that has .brought tdgether
different sectors of Uganda’s society to discuss and influence .export: and
investment promotion policy. It has been well received by Ugandans and
viewed as a necessary vehicle for a greater participatory policy implementation

process.

In addition to this the formation of the Private Sector Foundation and its
- relation with Uganda Manufacturers Association and hence the Forum through
the various member organisations will help build on and strengthen the
existing dialdgue between the government and the private sector. The Uganda
Manufacturers Association under the National Forum initiative has tried to
bridge the gap between public and privaté setfox;s on policies through its
collaboration with the Private Sector Foundation. This has helped promote,

protect and co-ordinate interests of industrialists and other private sector actors

in the economic development of Uganda.



20 HIGHLIGHTS OF WORKING GROUP RECOMMENDATIONS

21 Investment Promotion and Export Development (Working Group 1) |

The overall investment environment has significantly changed for the better
frorh what it was in 1993. This successful change is registered by the change in
macro indicators like single digit inflation rate, increasing exports, decreased
current account deficit, a fully convertible Uganda shilling, a simple and
transparent investment licensing process, the successful policy of privatisation
as well as support for a private sector driven economy by most senior

government officials.

Despite the significant changes further improvements are a necessity in the .

following areas;
Asian Property Custodian Board

e A proposed deadline for the final wind-up and closure of the Asian

Property Custodian Board.
Provision of Industrial Sites

e A need for established serviced industrial sites and eliminating
investment bottlenecks like UEB. The forum recommends that these
investment bottle necks have to be dealt with not only in fact but also in
law, for example although in fact, telecommunications is liberalised,

UPTC is still a monopoly in law.



National Utilities

e Improvement of utilities like UEB, UPTC and NWSC in
products/services especially in areas concerned with efficiency, fees and

responsiveness.

e The main problem is leadership and lack of funding and the only

solution would be strong competition from the private sector
Infrastructure

¢ Improvement of infrastructure biased towards export development.

e More focus on the issue of a living-wage to be implemented by July 1996.

o Further strengthening of the Export Promotion Council and Chamber of
Commerce as well as increasing the capacity of the Uganda National
Bureau of Standards. Aiming at increasing general funding to increase

the availability and content of market information.
Privatisation

e Passing of continued capital market bills to encourage wider

participation as a way of improving liberalisation.

Extension services

e A further need to improve extension services in industrial research and

also operationalise research in agriculture.



Financial support to producers

e Strengthening financial support for export producers as most face
problems of credit being too little, too expensive or cumbersome
procedures. The central banks market forces approach to commercial

banks choice of optimal investment portfolio needs to be reviewed.

Export strategy

e An urgent need to set up a clear export strategy as well as adopt the
recommendations of the Export Policy Analysis unit of the Ministry of

Finance.
Monitoring of quality and standards
e Improvement from the Uganda National Bureau of Standards as an agent
of investment and export growth. It was recommended that inspection

costs be paid to the government rather than to SGS.

The priority issues recommended by the Working Group for the next twelve

months included the following;

e Concentrate on providing serviced land for investors which could

include export processing zone capabilities.

e A continued effort in specific action programmes in credit, banking and

project finance.

e Inorder to achieve transparency and competitiveness members agreed to

continue maintaining discussion on taxation issues.



2.2

Review all legislation that has a negative impact on investment and

exports.
Improvement in the field of research and extension services.

Strengthening financial support to producers especially those producing

for export.

Reviewing and publicising an up to date export strategy.

Improving control and monitoring of q'tiaiity and standard of goods.

Tax Policy and Administration (Working Group 2)

An overview of achievements since 1994 was given and the following were

noted by the Tax Policy and Administration Working Group.

Tax Base

Strengthening of URA to enable it handle a broadened tax base by;

* Targeting consumption through the proposed introduction of VAT.

* Training and equipping the civil force to replace the Anti Smuggling

Unit.

* Training staff in the Tax Policy Department.



- Accountability in the public sector

e Need to strengthen the Institute of Certified Accountants of Uganda,
(ICPAU).

¢ Strengthening investigation and auditing under IGG and PAC to reduce

on corruption, embezzlement and mismanagement of public funds.

* Privatisation, a welcomed policy must be transparent, speeded up and

the public must be sensitised to encourage their participation.

e Monetization of staff benefits and consolidation should form part of the

restructuring of the civil service.. -
Stability of the tax regime

e Taxes should be stable to allow for future planning on saving and

investment.

e A need for a mechanism to evaluate social benefits accruing from

revenue expenditure in order to educate the public.
Harmonising taxes in the PTA region

e The group welcomed government efforts to establish political goodwill

as a prerequisite to harmonising taxes in the region.



Smuggling

e This is caused by disequillibrium of prices across the borders, insufficient
political commitment and lax penalties on smugglers. Formation of
crossborder trade, rationalisation of taxes and harmonisation of taxation

systems in the region is a means to reducing smuggling.

¢ The abolishment of duty free shops as a means to curb smuggling has

resulted in reduced smuggling activities.
Multiplicity of taxes
e Several taxes namely, Import duty, Sales tax, With-holding tax, Import
Charge, SGS and Coffee Stabilisation tax compound the “tax-on-tax”
effect and should be streamlined to avoid misinterpretation by the
taxpayers and the URA.
Value Added Tax
e VAT should be gradually introduced on selected products.

» Information points for the benefit of tax payers should be set up..

¢ The set threshold of U shs. 20 million for VAT registration was viewed as

too low.



Tax appeals tribunal
e Members of the tax appeals tribunal have to be appointed before the
_introduction of VAT in July 1996 and the public informed about

procedures relating to its working.

Conduct of tax administration

o Although efforts are underway to improve tax education the Ministry of
Finance and Economic Planning should set realistic revenue targets to
reduce the burden on URA. However, the publication of the H. 5. Code

has demystified the secrecy surrounding the tax rates.
Threshold for personal tax

e Though the threshold for personal tax has been revised, a scientifically

worked out "living wage" should be used to arrive at an appropriate

threshold.
Donations

e Donations for charitable causes should be tax deductible in recognition of

this responsibility by government.
Tax Education, Information and Laws

e Tax education and information should be handled as a public relations

exercise.



Consolidation of tax records

e Tax identification numbers for business entities and individuals has

made access to tax records easier.

Dialogue between government and tax payers

¢ Good progress is noticeable in this area but tax manuals in simple

language should be circulated to tax payers.

The following recommendations on tax policy and administration emerged

from the National Forum;

Local administration should be improved and restructured so that they

can assist URA in revenue collection.

¢ Effective measures should be put in place to increase transparency,
improve accountability in the public sector and link taxes to development

as a means.of promoting the tax paying culture.

e Government should settle all domestic arrears of indebtedness and

establish the culture of prompt payment.

e Tax determination:

* Foreign exchange losses should be tax deductible.
* Invoice value of imported goods should take precedence over URA
valuation.

* Taxation should be based on FOB values.

11



Taxes should be lowered to encourage compliance. Administration,
managenient‘ and enforcement should be improved to curb evasion. The
government should also ensure stability and predictability of the tax

regime.

Acceptance of pre-entries by URA so that when goods arrive at Nakawa

inland port, clearing is fast to minimise demurrage charges.

Certain key issues in the aspect of broadening the tax base and

introduction of VAT still have to be addressed.

23 Financial Sector Development (Working Group 3)

The group made various general observations about the various aspects of the

~ tinancial sector in Uganda. These are:

Bank of Uganda

The bank has undergone restructuring to reduce on its operating costs
and increase its efficiency. However, recapitalisation of the bank is yet to
be effected by Government. Assurances by the Ministry to do this by
March 1996 were noted.

The “Shilling Inter-Bank Market”

The Bank of Uganda developed the shilling inter-bank market which
showed increased activity during the year. This has increased the use of

resources and co-operation between the banks.

12



Bank Seizures

o The Bank of Uganda seized two banks and brought them under its direct
control and management. This was aimed at speeding up
recapitalization and reducing the level of insider borrowing required by

the new law.
Monetary and financial depth

o Four areas require urgent attention in order to enhance financial
deepening. Encouragement of private sector pension schemes, the
development of life insurance schemes and the strengthening of plans to

enhance the mobilisation of urban and rural savings.
Capital markets
o Although the Capital Markets Bill was passed and awaits presidential
assent, technical assistance by experts is a necessity for both government
companies and private sector foundation on the procedure of selling
shares to the public.

Credit and Interest rates

e It was noted that the existing credit facilities are of much help to the

government thrbugh the private sector participation for example export

refinance in coffee and cotton producing districts.

13



e Interest rates have been liberalised and are market determined -apart
from those'hnposed by donors on development loans. The lending rate
continued to decline apart from upcountry where operating costs are
high. Interest' rates on deposits on the whole remained below the

inflation rate.
Foreign exchange

o Forex bureaux have continued to contribute significantly to foreign
reserves and any .drop is largely due to the closure of some bank

- bureaux. quevér' close supervision by the Bank of Uganda is fequired
to ensure that some practises other than spot transactions do not lead to

money laundering.

e The value of the shilling is noted to have fluctuated between U shs.
930/= and 1030/ = to the US dollar with the Bank of Uganda intervening

to stabilise the exchange rate.
The group pointed out the following areas which require attention:
¢ Financial depth
*The pension scheme needs broadening through the introduction of
competition so_as to come up with the best approéch to social security
services in Uganda The group also pointed out an urgent need for the

involvement of insurance companies and listed those that had started

running "Pension Administration Schemes".

14



*The Bank of Uganda Development Finance Department needs
- strengthening to co-ordinate micro-len‘ding projects effectively. It was
recommended that the Private Sector Foundation could provide support
in co-ordinating the lending programmes upcouhtry with assistance from

USAID and EDF. .

*It was noted that mobilising savings is critical to the micro-business
sector. The savings are rather low upcountry due to the closure of the

UCB and Barclays bank branches.

*Measures should be taken to reactivate Life Assurance Policies as a

medium of saving.

*Financial Institutions and companies that open branches upcountry

should be given incentives so as to help develop these areas.

*A full feasibility study on the establishment of a discount house should be
carried out to determine exactly how it would benefit surplus and deficit

banks.

It was suggested that URA should eliminate tax on provisions for loans.
The group noted that loans become bad due to prevailing government
action, that is high interest rates and non- payment or delayed payment

by government for goods and services to bank clients.

The burden of high levels of provisioning requirements against non
performing assets inhibit the otherwise natural growth of the banking

industry.



Government should offer guarantees and or subordinated loans to ensure
early restructuring of ailing financial institutions as bank failures always

lead to loss of confidence in the subsection.

It is advisable that the Ministry of Finance and Economic Planning
establish a fund out of which loans would be available for banks that

~ wish to go public or sell shares.

The Bank of Uganda should establish new monetary instruments
alongside treasury bills to effectively deal with the excess liquidity in the

economy.

The law including the Company Act need updating as a result of the

liberalisation and privatisation process.

The Ministry of Finance and Economic Planning and URA should give

information to the public to encourage repatriation of foreign funds.

The quality of bank loans and advances need improvement and it should

be based on reasonable criteria.

Domestic savings need mobilisation through the money and capital
markets, the insurance industry and the "Workmen's Compensation Act"

when passed by the government.

There is need for regional corporation in order to better the economic
situation. A positive report is that an agreement was reached by the
three central bank governors in East Africa to make the currencies

convertible by December, 1995.

16



¢ Development of financial policies to special groups such as loans to the
disadvantaged, micro-enterprise lending and the lending institutions.

The group however, welcomed the Entandikwa Scheme.

The recommendations pertaining to new issues which became evident in 1995

and old and outstanding issues for the next 12 months included the following:

e In order to reduce on aggravated deficiéncy'of banking services new
banks need to open branches upcountry. There is also a need to study
banking opportunities upcountry or even assign a bank to a particular

district to promote programmes for developing that district.

¢ In order to mobilise more urban savings the government should review
social security, restructure NSSF, develop life assurance policies and

introduce new or activate existing financial products.

¢ Currently there is an absence of capital and money markets and these
need further development. There is a need for a provision of recourse to
past accounts for purposes of tax assessment for companies floating
shares on an initial public offering and lowering the corporation tax for
companies listed on the stock exchange to encourage companies to go

public.

e Money markets should introduce a rating system and a discount house

where surplus liquidity can be profitably placed.

e The remuneration packages in the financial sector need to be reviewed

and assessed to match the realities of the various sectors of the economy.

17
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Government should asses all loopholes and inadequate controls in

regulating of forex bureaux.

A realistic classification of the burden of provisioning requirements

against non-performing assets should be used.

Banks need to ensure that they are efficient and efforts should be made to

lower the cost of intermediation.

The link between the formal and the informal sector should be

strengthened.

Human Resource development and Capacity building (Working Group 4)

The Working Group noted the following plans by government;

The human resource planning in the country still needs attention. The
capacity building plan group pointed out weaknesses in the planning
process as the planners did not conceive that human resource planning is

an integral part of the overall national planning framework.

A need for strengthening of various sectors for example management
training institutions, accounting profession and technical and vocational

education with industrial training capacity.

The working group noted that the human resource plan dates as far back as

1987 and there is no clear policy on human resource development in Uganda.

It then recommended the following actions to be taken.

18



Human Resource Development

¢ There is need to link training to the demands of the labour market and to

review the government human resource policy.

* Donor funded projects instead of emphasising foreign technical
assistance should incorporate an adequate training component in order

to ensure sustained human resource development.

» Government training policies must be well focused and the needs of the

entire economy require regular review and update.

o The decision to set up a National (Human) Manpower Council needs to

be followed up and implemented.

Mangément development in Uganda
o There is a great need for quality management in Uganda because;

* It is crucial in improving the pace of economic development.
* Increased investment increases the demand for quality management
* The decentralisation programme requires quality management at the

local/ district level.

¢ There is need for adequate management training and the institutions
must adopt result oriented management strategies that consider the

current needs of the economy.

e The group also recommended that professionalism in management

should be encouraged.

19



Accounting Profession

e The implementation of the Accounts Statute 1992 should be speeded up
so that the related Boards become functional for example, Institute of
Public Certified Accountants of Uganda and the Public Accounts

Examinations Board.

o The few professional accountants are foreign qualified due to lack of
standards in the profession and adequate - teaching capacity in

universities and institutions.

o It was noted that accountability of managers especially in the public

sector is needs urgent attention in order to minimise resource wastage.

Chartered Secretaries and Administrators

o Most of the Chartered Secretaries and Administrators train on the basis
of the U.K. Company Law but find Uganda's Company Law applicable at
their places of work. There is therefore need to set up training
opportunities.

¢ Uganda's Company Law needs revision because it is based on the British
Companies Act of 1948 which is outdated compared to the dynamic and
expanding economy.

Vocational, Technical and Industrial Training

e Vocational training should be encouraged because it alleviates

unemployment through self employment from the technical skills learnt.

20



e A component of career .guidance in preparing students for vocational

‘training should be incorporated in the school/college curriculum.

o ' The vocational trainirig institutions need rehabilitation and equipment as
well as being staffed with adequate trainers. The programmes need
funding and the most appropriate ones would be those that are effective

and market driven.

o The curricular needs standardising so as to improve co-ordination

activities with vocational institutions.
Employment Services and Job Centres in Uganda

o The government employment service needs supplementing with private
sector employment services and these services should include career

guidance and counselling.

* Adequate funding is required by Job Centres in order to improve their
performance which would lead to an effective national employment
service. There is need to strengthen the inadequate national network by

reactivating district offices.

e It was noted that the existing legislation needs updating and

employment services decentralised.

21



Banking Profession
o The banking profession is regulated by the Uganda Institute of Bankers
incorporated three years ago, whose rules, procedures and guidelines are

adopted from the parent body in the UK.

e There is need for a banking code as well as a clear policy to guide wage

bargaining between banks and their employees because the current one is

considered inadequate.

» There is also need for training because it was discovered that only 1% of

all members of the banking industry are professionally qualified.
Legal Profession

* The number of lawyers is inadequate and cannot meet all the needs of

Ugandans.
Medical Profession

o There is a urban/rural imbalance in the provision of these services with

~ the majority of them found in the urban areas.
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WORKING GROUP 1 ‘
INVESTMENT PROMOTION AND EXPORT GROWTH
ACTION PLAN AND RECOMMENDATIONS FOR 1996

Issue Objective Action Institution. Time Frame
Export Maintain strategic 1.1 Disseminate existing strategy MOTI Now
strategy focus of export to working group. UEPC
Istrategy and
continuity across 1.2 Review 1992 Strategy. Jan. 13
sectors/activities
1.3 Establish dialogue to review, Feb. 8
update and aim towards setting
export targets/objectives,
reorienting /focusing strategy,
and assisting with
implerhentation
Institutional Regulatory a. Keep public sector|2.1 Identify relevant people and issues including: |MOFEP, MOPS Now
Framework living wage on downsizing fair budget allocation,
track for 1996. continuing reform.
2.2 Lobby them COM on Economy  |Now
2.3 Keep issue in front of public Now
b. Improve 2.4 Examine performance of IGG PSF, IGGAG Now
accountability in
Government by 2.5 Strengthen its function to realise Police, Local July-96
empowering IGG and its independence. Govt.,
promoting
independent, public 2.6 Establish independent Watchdog in . |Parliament July-96

watchdog.

conjunction with PSF to monitor
performance and enforcement of
deterrents commensurate with the offence




Issue Objective Action Institution. Time Frame
Institutional Regulatory c. Deliver relevant 2.7  |ldentify priority areas and UMA, UEPC Now
framework (contd) incentives to priority incentives MOFEP, UIA,
areas by accelerating
investment code changes
by July 96
2.8 |Educate local investor about Now
code applicability to them.
2.9 [Sensitise stake holders Now
d. Establish potential for 2.10 |Investigate opportunity for UMA, UP Feb.-96
off-shore investment go/no-go decision
activity by end of 1996
2.11 [If go, formulate plan of action Oct.-96
€. Amend legislation that 2.12. |Finalise review of legislation MOIJCA, UIA, Now
impedes Investment/Export for harmony with export UMA, UEPC
by end of 1996 strategy and investment
promotion goals.
2.13 [Expedite amendments where needed Apr.-96
2.14 |Review progress and alter approach July-96
Infrastructure a. Service Industrial sites by{3.1  |Run appropriate lines and connect to plots [UIA, UMA, UEB,|Apr.-96
year end. MOTI, MOFEP,
: v MNS, MOLG
b. Define appropriate/ 3.2  {Establish water connection to plots. Apr.-96
manageable role for
UEB/private sector in area of]
generation transmission;
distribution.
3.3  |Setup phone connections Apr.-96
3.4  |Undertake studies of three areas identified |MNS, UEB Feb.-96
3.5 |Formulate plan of action based on studies June-96




Issue Objective Action Institution. |[Time Frame
3.6  |Accelerate private sector Now
investment
c. Finish Entebbe cold 3.7 |ldentify obstacles CAA now
storage by 6/96
3.8 |Resolve obstacles now
d. Stop sale of Mombasa 3.9 |Get GOU to agree to private MOFEP, now
Sea Port Storage Facilities management of facilities MOTI
e. Improve management of [3.10 |Explore options of MOT, URC |[Apr.-96
rail transport by year end privatising, entering -
management contracts, leasing
access to private rail operators.
3.11 |Establish course of action Sept.-96
f. Road transport Identify action agenda Asrelevant |Now
g. Packaging Identify action agenda Asrelevant |Now
h. Airport Facilities Identify action agenda Asrelevant |Now
i. Dry Port Identify action agenda Asrelevant |Now
J. Grain storage Identify action agenda As relevant [Now




WORKING GROUP lI

- HUMAN RESOURCE DEVELOPMENT AND CAPACITY BUILDING

ACTION PLAN AND RECOMMENDATIONS FOR 1996

] ISSUE ACTION INSTITUTION TIMING
General A ‘national Human | 1.1 | Appoint National Manpower Council for Better Policy Co- | Minister of Finance and | Immediate
Resource Plan Covering ordination ' Economic Planning
the Short, Medium and .
Long term Periods. Regularly Review National Human Resource Plan and | MOFEP, NMC Immediate,
Establish Priority Areas. Review and Merge NCHE and Continuous
NMC
MOES and MOFEP 1 Year
Establish effective job centres at the national and district
level to address employment issues in formal and informal { MOLSA Short Term
sectors.
Basic / Formal Teachers (Quality & 2.1 Intensify Basic and MOFEP On going
Education Quantity) In-service Training and MOES
Funding 2.2 Increase Budgetary Local Governments, Next Budget and
Allocation on; MOES and MOFEP Continuous
- Salaries
- Infrastructure
- Equipment
- Statutory Fees
2.3 | Fund Free Primary Education 5 Years
2.4 | Fund Free Science Education at Higher Levels 5 Years
School Curricula 2.5 | Revise MOES and Institutions On going
Standards 2.6 | Additional Funding MOES and Local
Academic -for the Inspectorate Government 6 Months
Infrastructure -Accreditation Scheme 1 Year
Gender Balance 2.7 Sensitivity and Introduce Incentives Local Governments, Medium term
MOES, Local Councils
Vocational and | Funding 3.1 [ncrease Budgetary MOES, MFEP, Next Budget

technical training

Allocation on;

- Salaries

- Tools and Equipment
- Infrastructure

and Local Government




D
N

ISSUE ACTION INSTITUTION . TIMING
Trainers 3.2 | Intensify Basic MOES, and Institutions On going
Quality Training and Refresher
Quantity Courses
Standards 33 Ensure adherence to Technical Certification MOES and Short Term
Ministry of Energy
Curricula 34 Revise to Match Market Needs MLASA, MOES, Short Term
Ministry of Energy
Policy 3.5 | Review Policy to Match MOES and MOFEP Short Term
Laws Changing Market MOLSA, Training
Training Needs Conditions Institutions and  Private
Analysis Sector Associations
3.6 | Strengthen Linkage On going
Between Training Institutions and Users
Professional Training Lack of managerial | 4.1 Strengthen TOKTEN and similar programmes MOFEP, UMA, Individual
Skills in the Following Enterprises
Areas; 4.2 | Strengthen Capacity of Supply Institutions by Adequately | UIM, UMI, Faculty of | 2 Years
Funding  and Equipping them and Revising their | Commerce, MUK, MTAC
Marketing Mandate/Charter.
Financing 4.3 Encourage on Job Management Training at Management | Private Sector Associations, | Immediate
International Level. MOFEP, MOPS
Markets 4.4 Develop Sector = Tailored Training and Extension MOLLS, UMI, MOFEP, | 2 Years
Human Resource Programmes that are Participatory, Cost Effective and MOLG, NGOs
Communication Executed in the Work Environment
Negotiation
Need to Improve Public Provide Management Training for Government and Local UMI, MOLG, 1 Year
Sector Managers at Authority Local Authorities
District Level
Shortage of Qualified Use Existing Local Institutions MOFEP, ICPAU Short and

Professional
Accountants

Shortage of Qualified
Professional Secretaries

Continue Implementing the Accountants Statute
and Speedily Implement the CBP,

Identify Competent People to Spearhead Body

National Forum, Private
Sector Foundation, MOPE

Medium Term

1 Year




ISSUE ACTION - INSTITUTION TIMING
Industrial Training Policy Review and Implement the Law on ITC MOLSA, Private Sector | 6 Months
Organisations
Funding Training Needs Assessment Users I Year
Implement Industrial Training Levy
Trainers Reorient current ITC Programmes to specifically Cater for | MOL 1 Year
Quality Industrial Training
Quality
Informal Sector | Policy National Strategy PSF, MOFEP | Year

Training
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WORKING GROUP I
FINANCIAL SECTOR DEVELOPMENT
ACTION PLAN AND RECOMMENDATIONS FOR 1996

TIME FRAME

ISSUES ACTION AGENCY

Capitalisation of Financial 1.1& Restructure and capitalise financial institutions ; (BOU, UDB, | MFEP, BOU, Continuos Process

Institutions UCB) and encourage adequate capitalisation capitalisation of | FINANCIAL INSTS.
other financial institutions to enable them discharge their role
effectively.

1.2 | Provide expertise to help financial institutions prepare | MOFEP, BOU, June 1996
themselves to value, list and to offer shares to the public. ' FINANCIAL INSTS.

Development of professionalism 2.1 | Strengthen Professional bodies for bankers, Lawyers, Valuers, | IOB, UBA, CMA, | March 1996
Accountants and others which offer support services for efficient | MOFEP, PROF.
operation of the financial sector. BODIES

2.2 | To promote Professional standards and ethics, professional March 1996
bodies should be obliged by statute to register and discipline
their Professionals '

Rural credit and Financial Services |3.1 | Codify all previous studies on rural finance and study the | PSF BOU, MOFEP | June 1996
recommendations. Aim at developing a national policy with | MOAAF, NGO'S,
implementable strategies for rural financial services. DONORS

3.2 | Encourage specialised banks/ secondary banks and other June 1996
organisations , willing to go into rural financial services with
appropriate incentives.

3.3 | Regularise Informal institutions June 1996

3.4 | Govt. and the private sector should initiate policy for attracting March 1996
and channelling resources for agricultural urban, and rural
micro-enterprises.

3.5 | Govt. should develop infrastructure, part‘icﬁlarly roads and December 1996

telecommunications other utilities.
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ISSUES

ACTION

AGENCY

TIME FRAME

Venture Capital/Equity Finance

4.1

4.2

4.3

Create a mechanism, through appropriate institutions e.g.
DFCU, UDB , EADB , and Commercial Banks, for mobilising
venture capital/Equity Finance

Create an integrated system for gathering and disseminating
information on venture capital/Equity Finance

Encourage both local equity mobilisation, and foreign venture
capital

BOU, UBA, PSF

BOU, UBA, PSF

MOFEP, BOU, UDC
PSF

1 st phase Dec.
1996

Continuous

December 1996

Mobilisation of domestic savings

5.2

5.3

54

5.5

5.6

5.7

5.8

BOU to continue developing policies to achieve market driven
interest rates.

Develop money and capital markets, specific products and
services to enhance domestic savings. .

Unit trusts should be developed, tied to the development of
capital markets.

Pension schemes should be encouraged and developed to attract
savings to the financial sector.

Implement the Insurance Statute and

strengthen the insurance industry so that it can play a greater
and more efficient role in mobilising financial savings.

Up-date the Companies Act, and other related legislation so that
financial institutions can take advantage of modern aspects of
company law that will enable them play a more meaningful role
in mobilisation of resources and financial deepening and
participation in the proposed capital market.

Up -date all the laws including the Exchange Control Act to
conform with liberalisation and reform policies.

Encourage voluntary savings schemes both in the rural and
urban areas and up-date the Money Lenders Act of 1964,
accordingly.

Encourage voluntary savings schemes both in rural and urban
areas and update the money lenders Act of 1964, accordingly.

BOU, MFEP

MFEP, CMDC, MFEP.
COMM. BANKS -

NSSF, MFEP,

PSF

UIA. NSSF. NRC,
MFEP, BOU, CMA

MOFEP, NRC, MOIJCA

LAW REFORM
COMM, MOFEP,

MOFEP, MOJCA

MOFEP, BOU,
MOIJCA,
REFORM
COMM.

LAW

Continuous
June 1996
December 1996
June 1996

March 1996

June 1996

June 1996

December 1996




ISSUES ACTION “, AGENCY TIME FRAME
Prudential Requirements 6.1 | Legal Framework ' MAFEP, NRC, BOU, | March 1996
Study Financial Institutions Statute 1993 and make I0B, UBA
recommendations on prudential requirements, asset quality
and capital adequacy.
6.2 | Asset Quality
Improve on monitoring of banks to ensure constant BOU, COMM, BANKS | March 1996
compliance with Capital Adequacy, Asset quality, CREDIT INSTS.
Management Systems, Earning Quality, Liquidity
Adequacy.
Debt recovery 7.1 | Strengthen debt monitoring and evaluation mechanism in BOU, June 1996
_| financial institutions FINANCIAL INSTS.
7.2 | Establish new legislation for enforcing expeditious debt MOFEP, MOIJCA, BOU,

recovery.

UBA




WORKING GROUP IV
TAX POLICY AND ADMINISTRATION
ACTION PLAN AND RECOMMENDATIONS FOR 1996

ISSUES ACTION AGENCY Time
frame
Broaden Tax Base 1.1 [ Involve local authorities in revenue collection on a fee basis. 'MFEP, Local Govt, URA | Sept. 30
1.2 | Identify more economic activities to include in the tax bracket. MFEP, EPRC, MOA Ongoing
1.3 | Create and Strengthen Infrastructure to facilitate new investment MFEP, Private Sector_ Ongoing
.VAT Administration 2.1 | Ensure that the introduction of VAT does not create Macro Economic Instability. URA, MFEP June 30
2.2 | Create awareness on calculating and payment of VAT. MFEP, URA June 30
2.3_| Involve strategic players in implementing VAT programmes MFEP, URA, PSF June 30
Stabilise Tax Regime
3.1 | Strengthen system in Ministry of Finance to enhance long term planning. MFEP Ongoing
3.2_| Aim for lower and stable rates to encourage compliance. MFEP, URA Ongoing
Strengthening 4.1 |Improve institutional capacity for following up and prosecuting corrupt public { NCR, MFEP, Local Govt. { Ongoing
Accountability in the public officials. ‘| MFEP/URA
finance. v MOPS/MFEP
4.2 | Strengthen the framework to follow up on Corruption cases to a logical conclusion Ongoing
4.3 | Create transparency by providing explanation to the tax paying public on the | NRC June 31
allocation of public funds.
4.4 | Improve quality of accounting staff and introduce accounting standards. MOPS, MFEP Ongoing
4.5 | Create sustainable systems for controlling accounting staff through professional | MOPS, MFEP June 30
bodies e.g. (ICPAU).
4.6 |Paya livin§ wage as a disincentive to corruption. MOIJIGG June 30




A

ISSUES ACTION AGENCY Time frame
5. | Improve Tax Policy 5.1 Govt. expenditure budget should be revenue driven. MOFEP, URA Ongoing
5.2 Improve information support system for tax policy department, through use of more | EPRC, MFEP, | Ongoing
reliable data for tax planning. URA
6. | Rationalisation of Taxes 6.1 Avoid tax on tax by streamlining methodologies for determining taxable base for | MFEP, URA Dec. 31
supplies.
6.2 Reduce multiplicity of rates within each tax to eliminate ambiguity MFEP, URA June 30
6.3 Create a stable tax structure which discourages speculation. MFEP, URA Ongoing
7. | Streamline Tax Administration | 7.1 Improve efficiency of tax administration by reducing URA's collection costs. MOFEP, URA | June 30
7.2 Streamline taxpayer records to improve assessment MOFEP, URA Ongoing
7.3 Create programmes for human resource development in tax administration. MOFEP, URA June 30
7.4 Reduce bureaucratic requirements to speed up revenue collection. MOFEP, URA June 30
8. | Review Income tax threshold 8.1 Scientifically determine effects and basis of deriving the income threshold. MOFEP June 30
8.2 Review Income threshold to the benefit of low income earners MOFEP June 30 |
9. | Harmonise Tax rates in the|9.1 Speed up harmonisation of taxes in the PTA region URA, MOFEP | Ongoing
PTA region
10 | Curbing in Smuggling 10.1 Use tax policy to create disincentives to smuggling. MOFEP, URA June 30
10.2 | Train a civil force to replace current military ASU.in policing smuggling.
MOFEP Dec. 31
10.3 | Strengthen capacity for tax audits and investigation.
MOFEP, URA | Ongoing
10.4 | Increase awareness on rewards available for reporting smugglers.
MOFEP, URA | June 30
MOFEP, URA Immediate
11 | Tax Appeals Commission 11.1. | Speed up appointment of members. URA, IGG, | June 30
MOICA,
11.2 | Facilitate the commission to carry out its duties, to enhance equity and fairness. MOFEP
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ISSUES ACTION Institution Time
frame
12 | Tax Tribunal 12.1 | Speed up appointment of members. URA, IGG, | March 30
MOIJCA, MOFEP
12.2 | Rationalise penalty scheme by speeding up prosecution process for
.| defaulters.
13 | Tax Education 13.1 | Set up strengthen institutional framework for govt./private sector | MOFEP, MOIJCA, | Ongoing
.| dialogue. MOES, URA,
13.1 | Maintain dialogue between Government and tax payers. Private Sector Ongoing
Groups
13.2 | Create tax information points and increase URA public relations efforts. | MOFEP, UREA June 30
13.3 | Publish and circulate tax bulletins in local languages MOFEP, URA June 30
14 | Deductible Donations | 14.1 { Work out a system for determining tax deductible donation to worthy | MOFEP June 30
causes.
15 | Tax Rebate 15.1 | Encourage Infrastructure development by allowing Tax rebates MOFEP, URA June 30




40 FUTURE STRATEGY FOR THE NATIONAL FORUM

During the National Forum and the subsequent meeting of the Monitoring

Group, the following was recommended:

e The National Forum is to continue for one year with the support of
USAID and other donor agencies that may show interest in its
activities. USAID has provided a $ 82,000 grant to the Uganda

Manufacturers Association (UMA) to continue its sponsorship to the

National Forum. The grant was signed on February 16, 1996 by the
USAID Acting Mission Director, Leticia Diaz and Chairman of UMA,
Mr James Mulwana on behalf of USAID and UMA respectivelly.

* The Working Groups of the National Forum will remain as they were

as follows:

*Investment Promotion and Export Development;
*Human Resources Development and Capacity Building;
*Financial Sector Development (to include Insurance); and

*Tax Policy and Administration.
* The Monitoring Group will review the composition of the committees

as well as define the programme of work of each Working Group

during the one year.
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National Forum on Strategic Management for Private Investment and
Export Growth
Presidential Workshop: 18 — 20 December 1995
Programme

Monday, Evening, December 18th, 1995

3:00 pm Registration

6:30 pm Reception

-8:00 pm Working Dinner
Session Chairman: Mr. Sam Rutega, Chairman, UDC.
Guest of Honour: Hon. John Nasasira, Minister of Agriculture,
Animal Industry, and Fisheries.
Guest Speaker: Mr. Joe Wanjui , Development Member, Unilever
Plc.
Topic: African Economic Growth and Governaice.

Tuesday, Morning, December 19th, 1995

8:00 am Late Registration

8:30 am Plenary Session Begins

8:30 - 8:45 am Opening Remarks by Session Chairman, Mr. Sam Rutega
8:45 - 9:00 am Welcome address: Mr. James Mulwana, Chairman, UMA
9:00 - 9:15 am Official Opening: Hon. J. S. Mayanja-Nkangi

Minister of Finance and Economic Planning

9:15- 9:45 am Presentation: "Prospects for Export Development in Uganda"
Mr. Clive Drew, Chief of Party, Uganda IDEA Project.

9:45 - 10:15 am Presentation: "Introduction of VAT in Uganda"
Mr. Kiiza Katekyeza, Ag. Commissioner, Tax Policy
Department, Ministry of Finance and Economic Planning.
Mr. Francis Byamugisha, Principal Revenue Officer, VAT
Office.

10:15-1045am  Coffee/ Tea Break

10:45 - 11:00am Presentation:  "Objectives and Agenda for Presidential

Workshop" by Dr. William Kalema, UMA Consultancy and
Information Services.

11:00 - 11:30 Presentation by Working Group 1: Investment Promotion
and Export Growth.
11:30-11:45 am Questions

11:45-12:15pm  Presentation by Working Group 4 : Tax Policy and Tax
Administration
12:15 - 2:30 pm Questions
30



12:30 - 1:00 pm

1:00 - 1:15 pm
1:15 - 2:30 pm

‘Presentation by Working Group 3 : Financial Sector

Development.
Questions
Lunch

TUesdy Afternoon, December 19th 1995,

2:30 - 3:00 pm
3:00 - 3:15 pm

3:15-3:30 pm
3:30 - 6:30 pm

7:00 pm onwards

Presentation by Working Group 2: Human Resource
Management and Capacity Building.
Questions '

Introduction to Working Group Discussions
Working Group Discussions

Tea will be served in committee rooms
Dinner for Participants at own convenience

Wednesday Morning, December 20th, 1995

8:15 am
8:15-8:30 am
8:30-9:15 am
9:15 -10:00 am

10:00 - 10:30 am
10:30-11:15am

11:15-12:00 noon

Plenary Session Begins
Chairman's Remarks
Presentation by Working Group 1
Followed by Discussion
Presentation by Working Group 2
Followed by Discussion
Coffee/Tea Break

Presentation by Working Group 3
Followed by Discussion
Presentation by Working Group 4
Followed by Discussion

- Wednesday Afternoon, December 20th 1995.

12:00 - 1:00 pm

1:00 - 2:00 pm
2:15 pm
2:15-2:30 pm
2:30 pm

2:45 - 2:55 pm
2:55-4:20 pm

4:20 - 4:30 pm

4:30 - 5:30 pm
6:00 - 7:00 pm

Presentation: "The Private Sector Competitiveness Project”
Mr. Nimrod Waniala, Ministry of Trade and Industry.
Discussion

Lunch

Participants and Invited Guests are seated

Signing of Agreement for next year's National Forum funding.

Arrival of H. E. The President

Singing of National Anthem

Welcome by Mr. James Mulwana, Chairman, UMA
Presentation of Working Group Reports and
Recommendations to H.E The President. (20 minutes each)
Hon. Richard H. Kaijuka, Minister of Trade and Industry,

-invites His Excellency The President to address Participants

and Invited Guests
Speech by His Excellency, President Yoweri Kaguta Museveni

Closing Reception
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SPEECH BY H. E. YOWERI KAGUTA MUSEVENI, PRESIDENT OF THE REPUBLIC
OF UGANDA AT THE CLOSING OF THE THIRD PRESIDENTIAL FORUM ON
STRATEGIC MANAGEMENT FOR INVESTMENT PROMOTION
AND EXPORT GROWTH, 18 - 20 DECEMBER 1995,

THE WINDSOR LAKE VICTORIA HOTEL, ENTEBBE.

Presented by Hon. Kintu Musoke, Prime Minister of the Republic of Ugahda.

33



SPEECH BY H. E. YOWERI KAGUTA MUSEVENI, PRESIDENT OF THE REPUBLIC OF
UGANDA AT THE CLOSING OF THE THIRD PRESIDENTIAL FORUM ON STRATEGIC
MANAGEMENT FOR INVESTMENT PROMOTION AND EXPORT GROWTH, 18 - 20
DECEMBER 1995, THE WINDSOR LAKE VICTORIA HOTEL, ENTEBBE.

Presented by Hon. Kintu Musoke, Prime Minister of the Republic of Uganda.
Mr Chairman,
Your Excellencies,

Honourable Ministers,
Forum Participants,
Ladies and Gentlemen.

Greetings from his excellency the President Yoweri Kaguta Museveni who, is
unable to be with you today due to matters elsewhere.

I would like to thank the Presidential Economic Council, the Uganda
Manufacturers Association, the United States Agency for International
Development (USAID) and individuals who have since 1992 participated in
the exchange of views about the state of our economy and the direction it
should take. I wish to thank the four working groups, on Investment
Promotion and Export Development on Financial Sector Development on Tax
Policy and Administration and on Human Resource Development and
Capacity Building for the excellent reports which they have submitted for
discussion at the Forum. The reviews that you have made are very valuable
and should greatly help us in the rettooling of our future economic policy.

Government attaches great value to your National Forum an d will do every
thing for its full institutionalisation.

Ladies and Gentlemen, our major task since 1986 has been to make peace and
create the stability in which we can embark on development. It has been a
very difficult undertaking, as you know, but I am happy to report that most
of Uganda has been peaceful these last ten years. This is why the economy
had grown at an average rate of 6% for the last ten years after many years of
negative growth before we established our administration.
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‘Recently the Uganda Investment. Authority established a centre at Lira and
the Northern Uganda Manufactures Association (NUMA) held a trade fair.
This is a clear indication that even in parts of the country where peace and
stability was being disrupted from time to time, the people are rallying to the
clarion call of development. There is a new leadership emerging out there
which appreciates the fact that economics rules politics and is determined to
provide economic leadership.

, This, to us is a very exciting development and augurs well for the future.

The maintenance of peace is the National Resistance Movement government's
priority of priorities and we have the will and the means to maintain it. We
know that this is the basic environment we need for Investment Promotion
and Export Growth.

Of course government is involved in the development of other infrastructure,
roads, rail, airfields, energy and telecommunications whose absence or
inadequacy impedes or slows down investment. We have not done all that
we would like to do in this area due to financial constraints but we have done
a lot. In this regard I am happy that the Private Sector is beginning to invest
in the development of energy resources and telecommunications.

There are no sacred cows in Uganda that government must hang on to. I,
therefore, solicit more aggression from the a Private Sector, in the field of
infrastructural development.

We have reaped the fruits of Private Sector involvement in former
monopolies, especially in the marketing of coffee. Crop finance is no longer
the nightmare it was and the coffee farmers are happier now than they were
in those days when they got chits of paper for their coffee. I, therefore, wish to
encourage the Private Sector to invest in long-term infrastructural
development projects. At the end of the day there will be a lot of dividends to
reap.

I wish to assure participants that government is sensitive to the criticism and
recommendations of the National Forum because we know that they are
made in very good faith. It is also true that government does not always
respond very first to criticisms and recommendations.
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For example take corruption which you have been addressing since the first
presidential forum was held in 1992 and which we in government have been
addressing since we established our administration in 1986. First we had to
create the infrastructures to address the problem, namely revamping the
police, the judiciary and creating IGG's office. All this takes time. Creating
Institutions is not in itself enough to resolve the problem; the institutions
must grow strong roots and this too takes time. As you are no doubt aware,
through the newspapers, quite a number of people involved in embezzlement
and related practices are being taken to court to answer charges and more will
be. These moves are sending a clear message to the would be culprits that
government is on the move and we hope that it will frighten the non-hard
core cases.

In order to fight corruption government must capture the high moral ground.
The major problem in our country is that some of the Guards have to be
Guarded. That is why government sometimes finds it hard to capture the
moral high ground. ’

We are introducing a living wage in July next year for all our civil servants.
The argument is some quarters has been that public servants are forced into
corruption to make ends meet. When the ends meet we hope corruption will
reduce. Of course some corrupt individuals have made it a way of life so that
they no longer steal public funds out of the need to make ends meet but to
live profligate life styles. Government will deal very ruthlessly with these
people. Uganda can no longer afford to be denied development by
corruption. Corruption will soon be declared our public enemy number one.

Of course the privatisation of the economy reduces the number of public
servants. We, therefore, hope that the growth of the private sector will in the
long run reduce corruption.

Of course the corrupt have to be corrupted. There would be no corruption if
the public refused to pay bribes. The public should also seek the moral high
ground. We believe that the rationalisation of procedures and the
simplification of taxation in general will go a long way in removing the need
and temptation to pay bribes to corrupt officials.

At this juncture I wish to comment on some of the other burning issues that

you have raised in your group reports and in the discussion that you have
held here for the last three days. .
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In 1991 the NRC enacted an Investment code. This was not a sacrosanct piece
of legislation and the Investment Code is being constantly reviewed to suit
our objectives. I note your recommendations intended to make Uganda more
attractive to investors than she is now. I also appreciate the efforts being
made to catalogue the laws that presently impede investment so that they can
be reviewed to provide attractive legal framework for investment.

Government also recognises the need to focus on Investment Promotion in the
priority sectors - agro-processing, mining, tourism and infrastructure. The
Uganda Investment Authority has produced a lot of information on all the
above sectors and more. 1 urge all concerned to make sure that the
information so painstakingly put together gets to potential investors whether
they may be in the world. I am sure that the Uganda Investment Authority is
taking the lead in the dissemination of the information they collect.

In one of your reports you have noted the excellence of agricultural research
in the country. However, it is regrettable that the results are not readily
communicated to those supposed to benefit from it. There is a need to
strengthen extension services and government is doing something about it. I
am also happy that the Uganda National Farmers Association has a pilot
project intended to improve extension services to the farmers.

With regard to financial support for the producers for export, the institutions
concerned should inform the producers what credit is available I understand
that some lines of credit available have not been given adequate publicity
which has led to very low rates of disbursement of the available funds.

Government established, the Entandikwa Credit Scheme to respond, albeit in a
very humble manner, to some of the credit requirements of our very poor
people. We recognise the inadequacies of the scheme but at least we have
something we can improve on.

Let me use this opportunity to appeal to big companies to establish outgrower
schemes and to advance credit to producers. I understand that BAT have
done it successfully in West Nile amongst the tobacco farmers. Metha has an
outgrowers scheme at Lugazi. These are the commendable other ways of
advancing credit to producers.
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The NRC recently passed the Capital Markets Statute. Now the legal
framework for the mobilization of savings exists. I hope that the Kampala
Stock Exchange will soon come on steam and that the small savers will be
educated about stocks and shares and on the way their money can more
profitably work for them. Those involved in this exercise should establish
their credibility right from the beginning so that the stock exchange does not
go the way some of our other financial institutions have gone in the past.

It is gratifying that five commercial banks and four insurance companies have
opened their business in the country this year. This is a clear vote o
confidence in what we are trying to do with our economy. However, all these
banks and insurance companies have opened their doors in Kampala. We are
creating an economy with a very huge head but a very small body and this
imbalance will create problems for the country.

Some of the long and well established banks have also been forced to close
some of their upcountry branches. Recently his excellency the President took
issue with the industrial courts which award increases to bank workers
oblivious to complexities of the banking industry and the financial sector in
general. For his pains the President has reaped the whirlwind of the media. I
am, therefore, touched by the observation in one of your reports that we need
industrial courts which have a good grasp of how our economy works.

It was as a result of an industrial court's ruling that one of our very reputable
banks had to close its upcountry branch and this should be of concern of all of
us concerned with the development of financial services in this country.

Ladies and Gentlemen, taxes are the lifeblood of governments. When we
came into office we found the culture of tax avoidance very well established
and the taxation GDP ratio was a miserable 5.15%. It is now hovering at
around 11%. This as you know is far below the 20% average for sub-saharan
Africa. The president has said elsewhere that if we could get to a ratio of 16 %
we could balance our budget without external support. We should commit
ourselves to getting there sooner than later.

In the meantime we are creating, slowly but steadily, the culture of tax-
payment amongst Ugandans.
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This is not an easy task and it requires that government puts its house in
order first. Towards that end we are simplifying taxation. For example VAT
is intended to remove the complicated multiplicity of taxes and to introduce
as much equity as possible in the taxation system. Government will look very
closely at the suggestions of this forum and of other concerned bodies so that
when VAT is introduced next July, it should be a satisfactory tax to all.

In the meantime, Government has set up a Tax Appeals Tribunal under the
chairmanship of Prof. Sempebwa and we hope that this institution will go a
long way in redressing the grievances of tax payers.

Ladies and Gentlemen, the economies of South-East and South Asia would
not have had the phenomenal growth they have had without the emphasis
they put on the development of their human resources.

I am therefore, happy that the Human Resource Development and Capacity
Building Group was established under the Forum in 1994. I have noted the
major sectors you have identified which will enhance the economy in general.
I hope that in future this forum will look around the globe amongst Ugandans
of the diaspora for some of the skills which we do not have here. the country
is steadily improving on incentives and some of our crying needs for
manpower, I am confident, will be met.

Before I declare this workshop closed, I wish to clear the impression that some
of the detractors of privatisation are creating ainongst Ugandans, namely that
privatisation is merely foreignisation. This is not the case and will never be.
Ugandans are buying many of the government properties but it would not be
in the National interest to restrict privatisation only to Ugandan nationals.

I now declare the third Presidential Forum on Strategic Management for
Investment Promotion and Export Growth closed.
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SPEECH BY HON. JOHN NASASIRA, MINISTER OF AGRICULTURE, ANIMAL INDUSTRY,
AND FISHERIES AT THE OPENING DINNER OF THE THIRD PRESIDENTIAL FORUM ON
STRATEGIC MANAGEMENT FOR INVESTMENT PROMOTION AND EXPORT GROWTH,
18 - 20 DECEMBER 1995, THE WINDSOR LAKE VICTORIA HOTEL, ENTEBBE.

Our keynote speaker, Mr. Joe Wanjui, distinguished Guests, Ladies and
" Gentlemen: :

I am very pleased to be here with you at the opening dinner of the Third
Presidential Workshop of the National Forum. The Forum, sponsored by the
Presidential Economic Council and the Uganda Manufacturers Association, is
a unique gathering of business leaders, public sector officials, and political
leaders, who meet regularly to discuss issues concerning private sector
development and to develop and implement solutions to those issues.

I am informed that the members of the Forum are a highly targeted group of
individuals who have the capacity and the potential to make things happen,
and yet here in their personal capacity, not necessarily representing the views
of the institutions to which they may belong.

The Forum is about economic development, and yet is not an occasion to
engage in lengthy discussions of economic theory. I believe that the focus of
the Forum's work is, and should be, on action. The Forum is not to debate
- whether or not Uganda should be actively promoting investment and exports,
but to consider how best to do so.

- About seven years ago, the NRM government embarked on a policy of
economic liberation aimed at providing a policy framework conducive to
private sector activities. The trade regime was deregulated. Foreign
exchange controls were lifted. The monopoly previously enjoyed by state
agricultural marketing boards was ended. Today, no farmer is compelled to
sell his milk to the Diary Corporation, his Produce to Produce Marketing
Board, his coffee to the Coffee Marketing Board, or his cotton to Lint
Marketing Board and its appointed agents. We are now trying to improve the
effectiveness of the public sector by re-organising its functions, reducing staff,
and improving the conditions of service of the civil servants who remain.
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With all the best efforts of the government, however, a great deal still remains
to be done before an economic boom led by the private sector can happen in
Uganda. In your Working Group you have identified many of the remaining
impediments to investments and exports.

Our financial system is still weak and undeveloped. The infrastructure badly
needs to be repaired and extended. Public utilities are expensive and
inefficient. Transport costs, both internally and from here to the sea, are
prohibitively high. A strong agricultural extension system is needed to teach
our farmers how to grow new, more profitable crops, and how to increase
yields on traditional food and cash crops. If Uganda is to become the food
basket of our region, our neighbours will have to adopt more open trade
policies. Our tax policies have to be made even more friendly to long term
investment and to be administered in a way which will build, rather than
undermine, a tax paying culture in Uganda.

You have much to think about over the next two days, and I wish you all the
best in your deliberations.
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SPEECH BY MR. JOE WANJUI, AT THE OPENING OF THE NATIONAL FORUM ON
STRATEGIC MANAGEMENT FOR INVESTMENT PROMOTION AND EXPORT GROWTH,
18 - 20 DECEMBER 1995, THE WINDSOR LAKE VICTORIA HOTEL, ENTEBBE.

Mr. Chairman,
Hon. Minister

I am honoured to be invited to this very important and distinguished
gathering of Ugandans.

Please allow me to reminiscence and share with you a trip back in time to
some of my early memories of Uganda In 1964, I drove to Uganda from
Kenya. I remember leaving Gilgil where I was chairing a Board meeting in
the afternoon after lunch. I did not think about money, passport, visa,
customs duty boundaries or security. I arrived in Kampala at about 9.30 p.m.
checked into my hotel. I felt at home. Indeed I was more free and
comfortable in Kampala that night than I would if I drove in tonight to
Kericho, Eldoret, Narok or Molo in my own country Kenya. Does this speak
well of African rule vis-a-vis colonial rule which we like to blame for all our
ills?

The purpose of my visit in 1964 was to study UDC (Uganda Development
Corporation), which at that time was under the late Sir James Simpson and
Mr. Semei Nyanzi. Mr Sam Rutega, your Chairman was with UDC then.
UDC was reputed to be among the best managed development corporations
in the British commonwealth. it managed and owned excellent hotels
including this one (Lake Victoria Hotel). Uganda economy was booming.
Ugandan people were free, vibrant and happy.

Since 1964, Uganda has seen enormous changes. It has seen a peaceful
country transformed to a national of death and destruction. It has seen
innocent citizens brutalised, families separated and Ugandans become
refugees and exiles. Can this happen again? Have we learnt any bitter lessons
that will make us resolve that, pain again ever or at least not in our lifetime?
Only you as Ugandans can answer these questions.

These are questions not only for Ugandans but virtually for all Africans to
answer with a varying degree of pain.
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There are still too many examples in our continent of economic
mismanagement, corruption, civil wars, human rights abuses and lack of
freedom of expression. Oppression and killing of black by black has been
rampant, disgraceful, dehumanising, humiliating and painful.

As we approach the 21st century, is there any hope for Africa? Progress on
economic and political reforms has been mixed. There are some notable
success stories e.g. political transition in S. Africa. With peach in Angola and
Mozambique Southern Africa might approach the next century with some
hope and optimism.

Africa gained independence from European powers 30 years ago. We all
could never imagined that things could be worse than in colonial time when
we were 2nd class citizens in our lands. Ugandans under Amin certainly
learnt that some African governance could be worse than colonialism. There
are others in Rwanda. Somalia, Angola, Mozambique, Sudan etc. We regret
the day they became under the rule of their own people. Since gaining the so
called independence, they have know nothing but poverty, death and
refugeeship. They pray for a colonial power to save them but there is non
interested. As we approach the 21st century we must now ask, which way
forward for Africa?

I would like to offer the following suggestions;

At a recent conference in Maastricht - Global Coalition for Africa, one speaker
Ms. Sirleaf Johnson formerly finance minister in Liberia posed the following
questions for African leaders and people to ponder:-

1. Would you invest in your own country?
2. Would you live in your own country?

There are millions of Africans who cannot answer yes to these simple basic
questions. This situation must change now if our people are to have hope of
progress in the 21st century. African must have good governance now.

What is good governance?

There are four important aspects to good governance:-

1st Legitimacy - Is there adequate participation and choice for the governed.
In most of Africa, leaders spend too much time and resources scheming how
to remain in power without the mandate of majority of the citizen. The cost of
this strategy in both financial resources and human lives has been heavy. Is it
worth it?
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2nd Accountability - Is there transparency in decision making and are there
strong institutions and civil society to make corruption difficult if not
impossible?

3rd competence - Can government make and implement appropriate policies.

4th Respect for human rights and the rule of law. Not because we are
required by donors and international community but because we believe it is
right and proper for our people.

When some African leaders dictators are urged by donors on good
governance, they claim to be sovereign states. Surely there is nothing
unsovereign in recognising basic principles - freedom of citizens to choose
and change their government; freedom of speech for the governed,
supremacy of the rule of law and the protection of human rights for their own
people.

You as private sector managers can bring some of your experience to bear on
good governance. How can we apply total quality management (TQM to
government administration?

TQM seems to have now partly arrived in Africa. TQM is all about excellence
in management. It is about focus on the customer. TQM seeks to deliver
quality service to all its customers internally and externally. Every member of
the team/company must know his customer and aim to excel in service
delivery to that customer. In a competitive environment, this is the only way
for business to survive and thrive.

In competitive politics the players must aim to excel in their delivery of
service to the customer/the voter/the citizen. in healthy democracies, the
competition in the delivery of service to customer is real and is all the time
being improved. Each time the customer/citizen becomes more and more
important/central and relevant to the governance process.

In Africa on he other hand, the situation is simple. The customer/the
voter/ the citizen is generally irrelevant and ignored. He does not have needs,
his needs are told to him. The leaders remain in power not through the will

" of the customer (the voter). The leaders use power to undermine the

customer’s needs and will. They intimidate his will and his person. They fool
themselves that they have a happy and satisfied customer because the only
voice they here is their own echo through the controlled media and
orchestrated political rallies.
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Any customer who question the poor quality of product (governance) is
condemned as a dissident and danger to the society as a whole. He pays
dearly and life goes on, with product quality and service deteriorating each
day until the system cannot hold any more and all hell breaks loose. This was
the case in Somalia, Rwanda, Sierra Leone, Liberia, Uganda under OBOTE
AND AMIN and many others.

The pity is that, African leaders and people do not seem to have capacity to
learn from their own mistakes or mistakes of their neighbours. In the
meantime, our people continue to sink deeper and deeper into poverty,
suffering, disease, misery and death. To see this pain of our people you only
need to turn on the CNN or western media. Of course we are told by our
leaders that western media is biased against them and us. I agree. May be
international media should show more of our leaders wealth as a contrast to
the poverty of the masses. this would surely eliminate all bias.

That is the sad scenario of our 30 years of political independence. Where will
Africa be by the year 2020, that is about 25 years from now? I believe the
answer lies in the private sector. I would like therefore to spend a few
minutes on the importance of private sector to the future of Africa.

Skilful financial management by African governments will be an essential
discipline in the next few decades. According to the Kenya controller and
auditor general report 1993/94 Kenya Government ran a deficit of 52 billion
shillings in just about 1 year and 4 months ending October 1994. Kenya's
GDP is approximately 7 billion US Dollars or approximately 400 billion
shillings. This deficit is more than 12% of Kenya's GDP. Deficit means that
the payments made by the Government exceed the cash received by
government by 52 billion shillings. This is turn means that Government had
to borrow from the Central Bank. :

The deficit has a negative effect on the country’s economic development
because it denies the private sector the necessary funds for productive
economic activities. This is due to the fact that the Government overdraft is
financed by Central Bank receipts from the treasury bills purchased by the
public and the commercial banks increased cash ratio.

The Sadder part is that most of these government funds taken from the public
are wasted in unproductive projects like the famous scandalous Goldenberg
and maintaining wasteful parastatals.

We must allow our f1nanc1a1 resources to sift down to the citizen who create
wealth from which we collect taxes. s
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Let me illustrate how this should work. According to the annual report and
financial statement 1995 of the Kenya Breweries, the year ended 30th ]une
1995 were as follows:- ' :

° 1995 ' 1994 -

Shs’000 . Shs’000
Turnover-Gross 20,170,961 - 18,016,316
Indirect Taxes . 10,957,938 9,727,366
NET ) 9,213,023 8,288,950
Operating Profit 1,515,352 1,037,091
Profit before
Taxation ' 506,554 1,037,091
TAXATION 321,084 531335

The government creamed off 10.95 billion shillings right off the top before
anyone else could lay their hands on the money. This is approximately 200
million US Dollars. They got a further 321 million shillings from corporation
tax, not to mention pay as you earn from employees of the breweries, income
tax from the wholesalers and retailers of the Kenya Breweries and many other
spill off benefits to the economy.

According to the Breweries, the 1995 Breweries revenues were shared as
follows: ,

- Employees - 11.03%
Government 85.02%
Banks ‘ 2.65%

Shareholders 1.30%

For this lions share of the revenue, the Minister for Finance did not have to
kneel to the chairman or the shareholders of the Kenya Breweries the way he
kneels to the world bank or the donors. Indeed if the government had vision
and created just 10 more of the Kenya Breweries equivalent, their trousers
would not be worn-out at the knees from kneeling to the donors and the
world bank. But the ministries of our sovereign states love their regular trips
to Washington and to the donors cap in hand.

'I believe it would be more dignified and productive to have regular and
honest dialogue with local entrepreneurs of how to grow the economy
together. But somehow our leaders find this discussion with their citizen
entrepreneurs not so sovereign. Is it more sovereign for leaders to beg from
foreign taxpayers than to enable their own taxpayers to create wealth from
which they can claim a large portion without loss of dignity not to mention
the enormous debt burden.
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I would like to borrow another example from BAT (K) Ltd. report and
accounts 1994.

1994 1993
Turnover 8,340,159 7,225,756
Excise Duty/VAT 4,813,230 4,132,803
Net Turnover 3,526,929 3,092,953
Profit before :
Taxation 819,142 ' 1,392,005
TAXATION 332,518 494,929

Again from a turnover of just over 8 billion shillings government earned over
5 billion shillings of interest free money, not repayable, job were created,
more money was made by government in pay as you earn, wealth was
created, customers were satisfied and our minister for finance did not go
begging for it.

From my experience of over 30 years in business in Kenya, the number of
time our ministers and senior civil servants spare to see these wealth creators
is minimal. It is usually viewed as “a great favour” for which the
entrepreneurs, managers and investors should be eternally grateful for the
privilege of being granted an audience. Most of the times these audiences do
not resolve real business problems. Yet the same ministers and senior civil
servants spend millions of taxpayers money making trips overseas to wait for
hours and days to meet junior officials from donor community and the world
bank.

Our ministers and senior civil servants must surely climb down from the high
horses and reset their vision and sense of directions.

We must trust and support our own indigenous investors, entrepreneurs and
managers. No amount of foreign aid or foreign investment is going to change
Africa dramatically. The foreign aid and foreign investment can only
supplement our own peoples’ efforts for real results.

My fellow East Africans, I believe that in our own hands lies our destiny. Our
governments need not look outside for solutions. Let us focus more on
ourselves and our people for solutions to our problems. This will never
happen without good governance. This means a trusting partnership of the
governors and the governed and not rulers and minions. The government
and the people must be fully committed to the development process. Growth
and development cannot be donor led, the people and the government must
own and lead the development process.
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At confession, a deaf old lady was shouting her sins. The priest was
embarrassed. He advised that next she should write her sins on a piece of
paper to avoid embarrassment.

Next time at confession as advised, she handed in her piece of paper.

Priest: What is this? It looks like a grocery list!
Old Lady: Oh Mother of God! I must have left my sins at the grocery
stores!

Ladies and gentlemen we all hope that our leaders have left their sins of the
20th century somewhere so that we can enter the 21st century with HOPE OF
SALVATION.

Mr Chairman, (Your Excellency), Hon. Ministers, Your Excellencies,
distinguished guests, ladies and gentlemen, I in closing wish you and your
families and all the people of Uganda, a merry Christmas and a very
prosperous future.

THANK YOU.
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SPEECH BY MR. JAMES MULWANA CHAIRMAN UMA, AT THE OPENING OF THE
NATIONAL FORUM ON STRATEGIC MANAGEMENT FOR INVESTMENT
PROMOTION AND EXPORT GROWTH, 18 - 20 DECEMBER 1995,

THE WINDSOR LAKE VICTORIA HOTEL, ENTEBBE.

Read By Mr. Gordon Wavamuno

Honourable minister -of Finance and Economic planning Mr. J. S. Mayanja
Nkanji, Mr. Chairman, Mr. Sam Rutega, delegates - I welcome you all to this,
the third Presidential Forum. First of all, I'd like to thank his excellency the
president and the NRM government for the partnership that we have
achieved since we started these Forums. [ would also like to thank officials of

various ministries for their continued support.

Special thanks go out to Dr. William Kalema, director of the UMA
Consultancy and Information Services, his staff and all the subcommittees
that have been working so hard since the last forum. Thanks also go to
USAID for their continued financial support since we started these forumes.
Last but not least, thanks to everyone who has supported the forum in one
way or another.

You have all been involved in a number of discussions, and several
resolutions have been adopted since the last two forums. In this forum, one
of the main topics of discussion will be the implementation of VAT in
Uganda. VAT is a tax collection method that is widely used around the
world. However, it is also important to note that several countries including
the United Sates have chosen not to use it. I'm afraid that if VAT is not
implemented properly, it could have a very detrimental effect on our
economy. I hope that the presenters here will be able to give us guidelines
which will ensure the successful implementation of the program.

I would like to take this opportunity to inform you of the formation of the
Private Sector Foundation (PSF). Thirteen organisations such as the National
Farmers Association, the Uganda National Chamber of Commerce and
Industry, Uganda Small Scale Association, the Uganda Manufacturers
Association etc. have organised themselves and formed the PSF. The PSF is
supported by government and the World Bank to be the spokesperson to the
private sector.
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In my view, all these things to work properly, I would propose a strong
partnership between intellectuals, government officials and the business
community so that what is discussed here will go down to the organisations I
mentioned above. Since they have a vested interest in ensuring the successful
implementation of the ideas from this forum.

Let us all commit ourselves to the implementation of what we discussed here.
[ know a lot has already been done, but considering the rate of development
in other parts of the world, we have to move very fast so that we can catch up
with the development that is taking place the world over.

Thank you again all for your participation and I hope that we can all make
this forum a success.
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SPEECH BY MR. S. B. RUTEGA, CHAIRMAN, UDC AND CHAIRMAN OF THE NATIONAL
FORUM ON STRATEGIC MANAGEMENT FOR INVESTMENT PROMOTION AND EXPORT
GROWTH, 18 - 20 DECEMBER 1995, THE WINDSOR LAKE VICTORIA HOTEL, ENTEBBE.

Mr. Chairman

Hon. Ministers
Distinguished Participants
Ladies and Gentlemen

It is my pleasant 'duty once again to be your Chairman at this 3 rd National
Forum.

I do not intend to make a long report as the Chairmen of the four Working
Groups will give you comprehensive reports.

The period under review has seen impressive achievements in the four areas
of our main concern, namely,

. The promotion of Private Sector investments and exports;
. Human Resource Development and capacity building;

. Development of the Financial Sector;

. Tax policy and tax administration.

However, judging from the economic issues we faced since 1986 and where
we are now, our achievements are very modest compared with the gigantic
task still ahead of us.

The broad economic policies are in the right direction. What is required now
is to ensure that there is effective implementation of those broad policies.
There is need to push for specific action programmes in the areas of providing
cenjralised investment estates for investors, adopting programmes for credit,
banking and project finance etc. There is also an urgent need to ensure that
there is a comprehensive review and finalization of all legislation that have
negative impact on investments and exports.
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One of our biggest achievements has been the close co-operation and
collaboration which currently exists between the Private Sector and the
Government. There is no doubt that there is a positive enabling environment
which is conducive to private sector investment and sustained development.
We are grateful for the continue support and encouragement we have
received from H. E. the President, Mr. Yoweri Kaguta Museveni, the Vice
President, the Ministers and Senior Government Officials. It is our intention
to maintain and strengthen this close relationship.

As we forge ahead, it will be necessary to focus our attention on the major
existing constraints to our economic development and find solutions to these
constraints. As I stated above, most of the constraints will be covered by the
Chairmen of the Working Groups. I should, however, like to mention the
following:

We start with an obvious statement that the wealth of any nation including
Uganda lies largely in the quality of its human resources and not necessarily
in its physical resources such as land and minerals. The development of this
nation's human resources must thérefore be given maximum attention.
Working group II has come up with recommendations on this subject which
the National Forum will no doubt discuss.

Although the Government has rightly decided that the Private Sector should
be the engine of our economic growth, this Private Sector is still small and
weak. Every effort has to be made by all the parties concerned to nurse and
strengthen an efficient and effective Private Sector. We are encouraged by the
efforts being made by the Government and some International and Regional
Organisations to support the Private Sector. I have in mind the support the
Private Sector is receiving through the creation of the Private Sector
Foundation with financial support from the World Bank and the Private
Sector Development being supported by the UNDP. We welcome all this
support but the biggest task of developing and strengthening the Private
Sector rests with businessmen and women in the Private Sector itself. Other
supporters can only supplement the efforts of all the participants in the
Private Sector.

The other major issue I should like to highlight is the low productivity the
whole country is experiencing. Our export performance is low because we
are not producing enough products to export. The four Working Groups
have touched on this issue but we need to find practical solutions to this
major problem.
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At our last Forum in November 1994, we discussed at length ways and means
of efficient utilisation of our land. There has not been any major positive
development in this area mainly because of different legal issues concerning
the land tenure systems. Section 237 (2) (a) of our new constitution states that
" the Government or any Local Government may subject to Article 26 of this
Constitution, acquire land in the Public interest; and the conditions governing
such acquisition shall be as prescribed by parliament". I strongly suggest that
our new parliament which is expected to be in place next year should give
this important subject very high priority.

Ladies and Gentlemen, at the last National Forum we expressed our concern
about rampant corruption which had invaded our society. Modest attempts
have been made by the Inspector General of Government and other
Government bodies to address this problem. However, I regret to report that
corruption is still a major problem. Only a few weeks ago I was personally
involved in exposing corruption by two senior officials in the Ministry of
Finance and Economic Planning and these officials have been interdicted. I
suggest that an open war should be declared now to fight against these bad
elements in our society before it is too late. This task is so big that it cannot be
left to the government alone. There must be a collective effort.

Ladies and Gentlemen, it has been my great honour an privilege to be your
Chairman for the last four years. I have enjoyed working with all of you.
Your hard work, your interest and devotion have been an inspiration to me.
My special thanks go to Mr. James Mulwana, Chairman, UMA, Dr. William
Kalema and his team, the four Chairmen of the Working Groups and their
Secretaries and all of you who have made it possible for all of us to be at Lake
Victoria Hotel for the 3 rd -National Forum.

I would be failing in my duties if I do not extend our gratitude for the
generous support we have continued to receive from the NRM Government
and, more particularly, from H. E. the President, all the Ministers and some
Senior Government Officials. We are very grateful for the financial support
we have received from the USAID to sustain the work of the National Forum.

May I take this opportunity to wish all of you a Merry Christmas and a
Prosperous and more productive 1996.

Ladies and Gentlemen, I thank you for listening to me so attentively.
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