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EXECUTfVES~Y 

At the request of the USAID Global Bureau, J E Austm AssocIates developed a prototype 
for a competItIveness exerCIse to help pnvate and publIc sector leaders IdentIfy and 
Implement effectIve steps to aclueve rapId and sustamed econOmIC growth The USAID 
Afnca Bureau then requested a pIlot exerCIse m Uganda because of the commItment of the 
Ugandan leaderslup to creatmg an enablmg enVIronment for pnvate sector-led growth The 
team revIewed eXIstmg competItIveness methodologIes, analyzed econOmIC data, traveled 
to Uganda to work With five mdustry clusters, bnefed pnvate and publIc sector leaders 
mcludmg PreSIdent Musevem, and prepared tlus wntten report 

A major challenge of the exerCIse was to reconcIle confhctmg definItions and approaches to 
competitiveness The team combmed macro-level approaches dealmg pnmanly With publIc 
pohcy and mstItutions, export competItIveness and mdustry and firm-level approaches The 
team focused much of ItS m-country efforts on the latter approaches utIlIzmg the 
methodologIes developed by Dr MIchael Porter and With techmcal asSIstance from Momtor 
Company of Cambndge 

At the macro level, Uganda combmes some of the best economIC and polIcy performance 
rankmgs m the world Its average growth rate for the 1 990s has been above 6% Uganda's 
ratIo of mcremental aggregate mvestment to mcremental aggregate output has been the best 
m the world over a 20-year penod It has receIved very lugh marks m varIOUS rankmg 
systems for polIcy reforms ForeIgn dIrect mvestment, hIstoncally low, recently rose to over 
2% of GDP However, Uganda has also had very low absolute levels of savmgs and 
mvestment GDP per capIta IS only now returmng to the levels of the 1970s and ItS lIfe 
expectancy IS the tlurd lowest m the world To sustam growth, pnvate Investment must 
mcrease from ItS current level of about 10% to 15-20% of GDP 

The natIonal platform for competitIveness mcludes some of AfrIca's best polICies but weak: 
ImplementatIOn, mfrastructure and human capaCIty Uganda ranks 14th out of23 countrIes 
m a recent "AfrIca CompetItIveness Report" and 53rd of 140 countrIes m terms of "econOmIC 
freedom" Busmess surveys document hIgh levels of optImIsm and a pOSItive evaluation of 
recent Improvements Uganda ranks 100th of 180 countrIes m polItIcal nsk, and there are stIll 
msurrectlons m the northern and southwestern sectIOns of the country FIscal and monetary 
Stablhty has been restored under the leadershIp of PreSIdent Musevem Uganda has a 
relatIvely open trade polIcy enVIronment but there are also many practIcal obstacles 
mcludmg corruptIOn, smugglIng and avaIlabIlIty of Imported mputs Property nghts have 
been strengthened, but JUdICIal enforcement IS weak: The publIc-pnvate dIalogue, mcludmg 
the USAID-funded NatIonal Forum, IS regarded as a model m AfrIca However, CIVIl servIce 
capabIlItIes are underdeveloped The finanCIal sector has undergone substantIal deregulatIon 
but structural problems are SIgnIficant mcludmg poor nsk management, hIgh cost of non­
performmg loans and low capaCIty Lack of access by small busmess to credIt IS often CIted 
as a bamer to growth The transport, commurucatIOns, energy and publIc health 
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mfrastructure IS weak Human resource capacIty IS also underdeveloped Some 38% of the 
population over 15 are ilhterate, hfe expectancy IS only 42 years, the AIDS mfection rate IS 
the fourth hIghest m Afnca and the average employee loses 9 workdays a year because of 
malana-related Illness 

In terms of export competitiveness, Uganda has a 0014% share of world exports However, 
the value of exports has grown, averagmg growth rates of 9 2% between 1985-95 and 
rankmg Uganda 82nd out of 189 countnes ThIs rate of growth accelerated m the 1990s to 
22% over the 1990-95 penod, durmg whIch Uganda ranked 14th m the world In 1995, 
export values grew by almost 40% and Uganda ranked 8th worldWide ThIs growth was 
helped by a VIgOroUS recovery (and hIgher prIces) m the coffee sector where Uganda IS the 
world's 5th largest producer It was also helped by a nse m non-tradItional exports Uganda 
has now, for example, penetrated European markets for fresh-chIlled fish sent by rur freIght 
from Entebbe Tounsm receIpts have also mcreased SubstantIally However, most of 
Ugandan exports are based on natural factor advantages and Uganda IS competmg mostly m 
commodIty products on the baSIS of cost Over-rehance on such products for export IS 
statistically correlated With low economIC growth per capita 

At the level of firms and mdustnes, the team found a number of opportunIties for and great 
mterest m Improvmg competitIveness SpecIfic examples related to coffee, fish, cut flowers, 
tounsm and manufactunng are provIded m thiS report Most Ugandan firms defmed 
competitiveness as the abIlIty to produce and market more cheaply and effiCIently than 
others There was much less focus on the potential to capture value through targetmg 
specialized market segments, addmg product and service features, movmg closer to the end­
user, Identrfymg umque products or other non-cost elements of competitive strategy The 
team prOVided mtensive workshops dunng both trIpS for the five key mdustry clusters 

The team analyzed the findmgs from the mIcro-level work With mdustry groups and the 
macro-level analyses of the national platform to Identify pnonties for both the pubhc and 
pnvate leadershIp It was eVIdent from thIs analYSIS that the country needs not only sound 
pubhc pohcy but also sound busmess strategy The competitive response by busmesses to 
pohcy reform IS not automatic, m part because ofhIstonc IsolatIOn 

As a result of thIs exerCise, the Mimstry of Fmance and Ugandan pnvate sector OffiCIalS 
proposed a 3-day retreat to formulate a common VISIon for Ugandan competitIveness whIch 
could mclude m-depth exposure to competitiveness tools The team also recommends the 
formulatIOn of a hIgh-level mter-mimstenal competitiveness commIttee to momtor and 
coordmate the deSIgn and Implementation of Uganda's competItIveness Imtiatives GOU 
efforts should not try to pIck "WInners and losers," subSidize or protect compames Rather, 
It should strengthen Its polley, mstItutIOns, mfrastructure and human resource ImtIatIves to 
promote Ugandan competItIveness The team recommends that the pnvate sector, under the 
umbrella of the Pnvate Sector FoundatIon, Implement Its own competItIveness ImtlatIve 
focused on the upgradmg of Ugandan mdustrles Donors have a role to play m both these 
efforts and m lmkmg competItIve clusters m theIr home countnes With emergmg Ugandan 
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Industnes (I e, Dantsh In furnIture, Dutch In flowers, BelgIans In fish, Untted States In 
InformatIcs) World Bank focus on the BUDS and PSF projects and USAID focus on the 
PRESTO and IDEA projects have sought to promote a strong enablmg enVIronment for 
pnvate sector growth The natIonalleadershtp now seems WIllIng to come together around 
a common vIsIon for settmg ItS sIghts on a new and hIgher level of competItIveness In 
summary, thIs exercise has demonstrated a hIgh level of mterest m competitiveness and has 
also Illustrated the specrfic macro-mIcro lmkages reqUIred to contnbute to It 
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ExhIbIt X 1 

Clarifying Competitiveness 
What is Competitiveness? 

• Competitiveness has emerged as the preemment Issue In every natIOn -- for compames and governments 

• UpgradIng a natIOn's export competitiveness reqUIres a shared understandmg of competitIveness WIthIn the 
nation 

• CompetItiveness IS not SImply 

- A favorable exchange rate 
- POSItive balance of trade 
- Industnal SubSIdIes 
- Low Inflation rate 

• Rather, competitiveness IS the productivIty WIth wmch resources are deployed 

- Human resources 
- CapItal 
- PhYSIcal assets 

• SInce competitiveness relIes on productive deployment of resources, Industry sectors and theIr firms compete, 
not natIOns 

- Government has a partIal but sIgmficant role m creatmg the platform from wmch firms compete 
I 

Source Momtor Company Inc 
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INTRODUCTION AND METHODOLOGY 

The objective oftlus effort was to develop a USAID prototype for a competItIveness exercise 
to help publIc and pnvate sector leaders IdentIfy and Implement effectIve steps to achleve 
greater competItIveness The Scope of Work (Annex III) called for the apphcatIon of 
methodologIes developed by MIchael Porter at the mdustry level and by the World EconomIc 
Forum at the natIOnal level It also mentIoned analytical tools such as the Austm PolIcy 
Impact Framework that lInk these approaches It dIrected the contractor to IdentIfy and focus 
on mdustnes hkely to enJoy competItIve advantage or whlch could make the largest lIDpact 
on sustamable econOmIC growth 

U ~anda was selected as the pilot because of Its cOmmItment to bold. pnvate sector- onented 
reforms The USAID Global Bureau requested J E AustIn ASSOCIates to develop a 
competItiveness exerCIse The Afnca Bureau then requested a pIlot ImplementatIOn m 
Uganda because the leadershlp of that country has already undertaken ImpreSSive economic 
reforms An excellent cllIDate for pnvate-pubhc dialogue eXiSts m Uganda, faCIlItated m part 
by the USAID-supported National Forum The pnvate and publIc sector leadershlp are 
mterested m achlevmg competitiveness by global standards 

As part of the competitiveness exercise. the team carned out the followm~ steps 

• ReViewed eXlstmg competitiveness methodologies, 
• Obtamed the assistance of the mdustry leader m competitiveness strategy,· 
• ProVided a methodology for approval and comment by the USAID miSSIon, 
• Conducted an extensive review of eXIstmg data on Uganda, 
• Selected 5 sectors on the basiS of therr growth and lIDportance to the Ugandan economy 

(coffee, fish, flowers, manufactunng and tounsm), 
• Traveled to Uganda and conferred With the USAID mISSIOn, 
• Conducted 5 mtenslve competitiveness exerCIses With selected mdustry clusters, 
• Met With the M1ll1ster ofFmance and other key government OffiCialS, 
• Conferred With World Bank, donors and eXisting private sector development proJects, 
• Gathered additional InformatIOn from company feedback, 
• Returned to Uganda and prOVIded 5 additional workshops to 5 mdustry clusters, 
• PrOVided a competItIveness workshop to the faculty and students of Maker ere Umverslty 

Busmess School, 

1 Momtor, founded m 1983 by MIchael Porter and colleagues, IS a recognIZed leader m competItiveness 
strategy for corporations and governments (see The CompetitIve Advantage of NatIOns, New York, 1990) 
J E Austm ASSOCIates expresses ItS appreCiatIOn to Momtor for provIdmg two of Its experts to contnbute to 
thIS effort One of these, MIchael Farrbanks, recently publIshed a book descnbmg the lessons learned from 
applymg MIchael Porter's competitiveness tools m developmg countrIes (Plowmg the Sea Nurturmg the 
HIdden Sources of Growth m the Developmg World, Boston Harvard Busmess School Press, 1998) 
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• At the request of the GOD, provIded a bnefmg to PresIdent Musevem, 4 cabmet 
mIrusters, and 20 pnvate and publIc sector leaders at the PresIdent's country home, 

• Drafted thIs FInal Report summanZIng the results of the activIties undertaken m the 
fulfillment of thIs task order 

Thts pIlot effort had. appropnately. a clear budget and LOE lImItatIOns. The effort was 
deSIgned to be a pilot learnmg exerCIse However, It may also have launched a larger effort 
by pnvate and publIc stakeholders to renew and strengthen the current dIalogue It was 
desIgned to support eXIsting efforts to strengthen mIcro-level performance of the pnvate 
sector and supplement recent efforts to provide tools to faCIlItate constructive dIalogue 2 It 
was also deSIgned to proVIde local stakeholders With an mtensive Introduction to 
competitiveness theory, methodology and practIcal ImplementatIOn Pnvate firms 
demonstrated strong demand for competitIveness tools and strategIes at the firm and mdustry 
levels They also proVIded very dIrect and open feedback for the benefit of the effort 

A major challenge of thIs exerCise has been to reconcIle confhctmg defimtIOns and 
expectations assOCIated With the term "competitiveness" The term has been used In different 
contexts and It IS Imperative to dIfferentiate among these different concepts Some 
competItIveness approaches deal With mIcro-level Issues faced by firms Others deal With 
macro-level Issues that are often best addressed by pubhc polIcy The concepts vary by umt 
of analYSIS (country, exports, mdustry and company) They also vary by objective (polIcy 
reform, Investment promotion, export performance, sector productIVIty or company 
performance) 

"Competitiveness" as used by macro-economIsts and polIcy adVIsors refers to the abIlIty of 
a country to acmeve economIC growth, attract Investment or mcrease exports The leadmg 
recent example of thIs macro approach IS the CompetitIVeness Index and NatIOnal 
CompetitIve Balance Sheets developed by the Harvard Institute for International 
Development (HIID) and the Geneva-based World EconomIC Forum AccordIng to Dr 
Jeffrey Sachs, "the competitIveness of23 countrIes m Afnca (IS) based on estImates for theIr 
medIUm-term econOmIC growth, controllmg for ImtIal levels of Income ,,3 The Index IS 
further buttressed by a "natIOnal competitiveness balance sheet," IncludIng factors related to 
openness, government, fInance, Infrastructure, labor and mstItutIOns 

"CompetItIveness" as used by strategIC adVIsors to corporatIOns and IndustrIes refers to real 
Improvements m mdustrial and firm-level productIVIty, upon wmch sustamable growth In 
Income ultimately depends They note that firms, not countnes, compete The leadmg 

2 Notable mltJatJves underway mcIude the IDEA proJect, PRESTO project and support of the NatIOnal Forum 
by USAID They also mc1ude the mnovatlve BUDS project and Pnvate Sector FoundatIOn supported by the 
World Bank These are but a few of the bllateral and multllateral mltlatlves which support the local 
stakeholders m theIr efforts to stunulate pnvate sector development 
3 Harvard Institute for International Development (HIID) and the World Economic Forum "The Africa 
Competitiveness Report 1998," p 16 
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proponent of thIs approach, Dr Michael Porter, who also served on the President's 
CommiSSIOn on IndustrIal CompetItIveness, notes that "the only meamngful concept of 
competItIveness at the natIonal level IS productivity," a phenomenon best understood by 
analyzmg the dynamICS of the firm and mdustry The determmants of natIOnal advantage 
presented m Porter's competItIve dtamond model mclude the mteractIons among government, 
factor conditIons, demand condlbons, related and supportlng mdustnes, firm strategy, 
structure and nvalry 4 Exhibit X 1 further defines Dr Porter's defimbon of compebbveness 
and SectIOn III proVIdes a detaIled I1lustrabon of the Porter compebbveness dtamond model 

The focus on busmess and mdustry-Ievel competItIveness offers a number of ImphcatIons 
for developm~ countrIes 

• Coaches busmesses and mdustrIes that have been sheltered, untIl recently, from 
competItIve forces, 

• Places equal or greater responslbIhty on the pnvate sector leadershIp, 
• DIrects attentIon away from traWbonal focus on cost competItIon to more attractIve ways 

of competmg and addtng value (product features and servIce, for example), 
• Suggests that Improved pohcy and mstItutlOns are a necessary but not suffiCient cause 

for frrm and mdustry-Ievel competItIveness, 
• Sheds lIght on the dynamIC two-way effect that competIbve busmesses may have on 

Improvmg the nabona! platform for compebbveness, 
• Responds to the concern regardmg slow response levels and lag bmes between pubhc 

polIcy reform and pnvate sector actIon, 
• HIghlIghts opportunIties for firms and mdustrIes m developmg countrIes to boost sales, 

profits and productiVIty through better strategy and busmess practIces (I e, addmg 
deSIrable customer features such as deSign, qualIty, relIabilIty, packagmg, presentatIOn, 
and better and more dIrect delIvery channels) 

Conceptual confuSion and dIsa~reement anse between those who focus on country 
performance and those who focus on firm and mdustry-Ievel performance In fact, thIs 
exercise has demonstrated the mutually supportmg elements between these two approaches 
They are mterdependent and mutually remforcmg It IS part of the purpose of thIs exercise 
to document the macrO-mIcro lInkages and Illustrate the dynamIC relatIOnshIps between 
them 5 These macro-micro lInkages generate InSight and lessons for competitIveness at both 
the firm and the natIOnal level 

4 Michael Porter, "The Competitive Advantage of Natlons, " Harvard Busmess ReVIew. March-Apnl1990 

5 Tools used for understandmg macro-mIcro Imkages can be found m James E Austm, Managmg m 
Developmg CountrIes. NY Free Press, 1990 
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The team structured the exerCIse and thIs report around five major components 

• Overview of Economic Results 

SectIOn I hIghlIghts Ugandan economic performance over the last 20, 10 and 5-year 
penods It compares Ugandan achIevement to the performance of the top 20 countrIes 
worldWide m key econOmIC areas, mcludmg GDP growth, GNP per capita growth, 
savmgs and mvestment rates, and mvestment prodUCtiVIty It evaluates the sustamablhty 
of current hIgh growth rates 

• Ugandan NatIOnal Platform for Competitiveness 

SectIOn II assesses the Ugandan natIOnal platform for competitiveness and the extent to 
whIch Uganda has a favorable macro-level enablmg enVIronment for promotmg firm­
level productivity It analyzes Ugandan pohcy performance m 7 key areas, mcludmg 
pohtlcal stabilIty, macroeconomIC polIcy, openness to trade and mvestment, legal and 
mstltutlonal envIronment, finance, mfrastructure and human resources 

• Industry and Firm-Level Competitiveness 

SectIOn III analyzes the competitiveness of Ugandan firms m 5 major mdustry clusters 
coffee, flowers, fish, tounsm and manufacturmg It evaluates Ugandan exports, market 
share, firm-level strategIes, knowledge of customer learmng, forward mtegratIOn, 
productivIty and Innovation utIlIzmg MIchael Porter's competitive dIamond model 

• Macro-Micro LInkages 

SectIOn IV develops lmkages between the macro-level pohcy enVIronment and firm-level 
operatIOns It utilIzes the Austm PolIcy Impact MatrIX to Illustrate the Impact of 
government polIcy and the enablIng enVIronment on firm-level productiVity and 
competitiveness It outlmes mechanisms by whIch government and busmess can work 
together to Improve Ugandan competitiveness and, hence, sustamable growth 

• ConclUSIOns and RecommendatIOns 

SectIOn V proVIdes recommendations for government, busmess and donors, and strategies 
for the publIc and pnvate sectors to work together to Improve Ugandan competitiveness 
It also presents potential follow-on actiVIties for USAID 
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I. OVERVIEW OF ECONOMIC RESULTS 

The followmg sectIon presents the key results of Ugandan economIC performance over the 
last 20 years and partIcularly over the last decade It also compares Ugandan performance 
agamst the achIevement of the top 20 benchmark countrIes worldWIde for cntIcal mdicators 
such as GDP growth, GNP per capIta growth, saVIngs and mvestment rates, and mvestment 
prodUCtIVIty 

Reflectmg macroeconomIC and polIcy reforms Implemented under the Musevem 
government. Uganda's GDP has grown an average of 5 1 % annually over the last decade and 
67% annually smce 1990 (Exhibit 11) Uganda ranked 5th and 2nd

, respectIvely, m Sub­
Saharan Afnca, m terms ofGDP growth dunng these penods Growth m 1995 Jumped to 
11 %, rankmg the country 3rd m Afnca ThIs IS up from an average of 4 6% over the last 20 
years, rankmg the country 38th out of 168 countrIes surveyed worldWIde (Exhibit I 2) The 
top 20 countrIes over the last 20 years have achIeved average GDP growth rates of 6-8% per 
year Ugandan growth m the 1990s IS WIthIn thIs benchmark range 

Uganda's GNP per capIta has grown an average of 1 8% over the last 20 years. rankmg the 
countIy 53rd out of 164 countrIes surveyed worldWIde (Exhibit I 3) The hIghest performmg 
countnes smce 1975 have expenenced average GNP per capIta growth rates of 4-6% per 
year Per capIta growth prOVIdes a more dIrect measure of the extent of poverty alleVIatIOn 
and Improved eqwty 

Per capita mcome has grown over the last decade GNP per capIta growth has averaged 
about 2 2% smce 1985 and over 3 3 % smce 1990, accordmg to the latest World Bank sources 
(Exhibit 14) Per capIta growth Jumped to 8% m 1995 These results are slgmficant 
considenng much of Sub-Saharan Afnca has WItnessed negatIve real per capIta growth rates 
over the same perIOd 

Uganda has among the lowest domestIc savmgs rates m the world and they have been on a 
downward trend (Exhibit I 5) Smce 1975, Uganda has saved an average of only 3 3% of 
GDP per year compared to 25-33% of GDP for the top 20 performmg econOmIes worldWIde 
More recent savmgs rates are even lower, averagmg 2 6% over the last decade (smce 1985) 
and only 23% smce 1990 1 

Histoncally. Uganda has had among the lowest domestIC mvestment levels In the world but 
they are growmg and have been strong recently The country ranked last out of 107 countrIes 
surveyed, mvestIng an average of only 10% of ItS GDP annually over the last 20 years 
(Exhibit 16) Smce 1975, the top 20 performmg countrIes have sustamed aggregate 
mvestment levels of 25-30% of GDP on average More recently, Uganda has WItnessed 

1 World Development IndIcators 1997, World Bank 
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consIderable lffiprovement m Its overall mvestment rates Gross domestic mvestment (GDI) 
has averaged 143% smce 1988 and 15 3% smce 1990, testimony to the success ofpohcy 
reforms under the Musevem government and mcreased busmess confidence m the domestIc 
envIronment Investment Jumped to almost 17% of GDP m 1996 (Exhibit I 7) 2 Tlus IS 
clearly a posItive trend The Importance of strong mvestment rates, partIcularly prIvate 
sector mvestment, for long-term growth has been well-documented 3 

Pnvate mvestment rates m Uganda are low but mcreasmg (Exhibit I 8) PrIvate mvestment 
m Uganda has averaged almost 9% ofGDP smce 1990 (up from only 5 4% between 1985-
89) By companson, pnvate mvestment rates among the top 20 performmg countnes have 
averaged between 15-20% of GDP As domestic busmess confidence m the Ugandan 
economy grows, the World Bank predICts that Ugandan rates of pnvate mvestment Will reach 
the low end ofthts benchmark range by 1999 at an estImated 15 6% ofGDP 4 

ForeIgn mvestment, qmte low rustoncally. has nsen to over 2% of GDP m 1996 ForeIgn 
dIrect mvestment (FDI) has accounted for only 0 4% of Ugandan GDP smce 1975 (Exhibit 
I 9) The top 20 countnes over the last 20 years have experIenced average FDI levels of 2-
5% ofGDP However, most of these countnes have either been small Island economies or 
resource-nch econOffiles With large mmmg mvestments as a percentage of GDP Thus, for 
most other developmg countnes that are neIther Island states nor exceptionally well-endowed 
m mmeral wealth, a more accurate range for foreIgn mvestment IS about 2% of GDP The 
abIbty to attract rugher rates of foreIgn mvestment SIgnalS a favorable busmess enVIronment 
and encourages domestic firms to mvest, creatmg a CIrcle of mvestment and growth FDI 
m Uganda has grown m recent years largely m response to a more favorable enVIronment 
It Increased substantially from Just $5 mtlbon In 1994 to roughly $135 mIllIon In 1996, 
representmg about 2 1 % of Ugandan GDP 5 

Uganda has the best 20-year Incremental capital-output ratio In the world. although thIs IS 
largely due to "snap-back" growth. preVIOusly low Investment levels and hIgh population 
growth (Exhibit I 10) Uganda has averaged Just over 2 umts of mvestment for every umt 
of GDP growth over the last decade (Incremental capItal-output ratto, or, leOR) 6 After 
decades of mstabIhty and poor pohcles, market reforms and an lffiproved macroeconOffilC 
envrronment under Musevem have led to htgh rates of "snap-back" growth as Ugandans have 
returned to theIr farms and preVIously confiscated factones Most of the lowest rankmg 

2 World Bank, Africa Live Database, 1998 
3 See The East ASian Mrracle Economic Growth and Pubhc Pohcy, World Bank Pohcy Research Report, 
1993, Sachs, Jeffrey, "Growth m Africa It Can Be Done," The Economist, June 29,1996 
4 ibid 
5 UOlted Nations, UN World Investment Report 1997 
6 ICOR IS calculated by dlvldmg GDP growth by gross domestic mvestment (GDI) as a percentage of GDP 
The authors stress that ICOR IS a very crude mdlcator of mvestment quabty as many factors mfluence GDP 
growth rates beSIdes mvestment (I e , savmgs, exports, government spendmg, technology, labor) ICOR IS one 
tool among many that can be used to assess mvestment productiVity 
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countnes In the ICOR analysIs (e g, Afghamstan, Chad, Niger, SIerra Leone) suffer from 
poor polIcIes, CIVIl war, ethnIc conflIct or the legacy of socialIst plannmg Thus, we would 
expect them to have weak/IneffiCIent mvestment enVIronments as the data seems to confirm 
Most of the East ASIan "tiger" economIes are Included among the top 20 performmg 
countnes Numerous studIes have confirmed the contnbutIon of "total factor productIVIty" 
to the regIon's spectacular growth over the last three decades, the current finanCial cnSIS 
notwithstandIng 7 

By combmmg overall Investment levels With Inyestment qualIty, the pIcture seems clearer 
NeIther hIgh Investment levels nor strong ICOR scores alone are enough The challenge IS 
to achIeve both Uganda IS attemptmg to do thts (Exhibit I 11) Exhtbit 111 Illustrates 
Uganda's ICOR performance over the last decade, the last five years and In 1995 Wlule 
Uganda's strong ICOR scores place It In the bottom-nght quadrant, ItS very low absolute 
levels of Investment have prevented It from Jommg the ranks of hIgh-growth countnes In the 
top nght such as Smgapore, Hong Kong, Korea and MalaYSIa The goal for Uganda IS to 
move upwards towards the performance of these mgh-growth countnes 

Uganda stIll faces several constraInts to achIeVIng thts goal Uganda's GNP per capIta has 
only now returned to early 1970 levels (Exhibit 112) Uganda stIll has among the lowest 
per capIta Incomes In Sub-Saharan Africa Uganda has also achIeved very poor results In 
other human development Indicators such as lIteracy, educatIOn and health Numerous 
studies have demonstrated the pOSItive correlation between Improvement In human 
development mdicators and strong growth (Exhibit I 13) In addition, there are only three 
countnes In the world that have lower lIfe expectancy rates than Uganda (Exhibit 114) 

To achIeve the "breakout" from the lower nght quadrant pIctured In Exhtbit I 11, Uganda 
must acmeve sustaIned Increases In savmgs and prodUCtiVity ThIs Will depend sIgmficantly 
on both bUSIness and government and the lInkages between them It Will depend on the 
qUalIty of the macro-level enablIng enVIronment In whIch bUSInesses operate and human 
resources develop In thts report, thts IS referred to as the natIOnal platform It Will also 
depend on the strategIes, learmng and mnovation at the mIcro level where firms compete 
Any analYSIS of competitiveness that faIls to examme both levels, macro and micro, as well 
as the lInkages between them, IS Inadequate as both arenas mfluence productiVity and hence 
competitiveness, the engIne of sustaInable economIC growth 

7 "The East ASlan Mrracle," UBS InternatIOnal Fmance, Issue 29, Autumn 1996, "Growth and ProductIvlty 
ill ASEAN Economles," presented at an IMF conference ill Jakarta, November 1996 
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ExhIbIt 1-1 UGANDA KEY PERFORMANCE RESULTS (1991-96) 

KEY INDICATOR 1991 1992 1993 1994 1995 1996 

GDP Growth (0/0) 54 32 83 6 1 11 2 94 
GNP per capita ($) 260 200 190 190 240 290 
GDI as % GDP 152 159 152 147 164 167 
Pnvate Investment % GDP 78 85 85 92 10 1 112 
Savmgs as % GDP 07 04 1 1 4 1 74 63 
FDI as % GDP 0 0 2 2 2 2 
Investment-Output Ratio 28 50 1 8 24 1 5 1 8 

Sources World Development IndIcators 1997, EconOlmst IntellIgence Umt 1998, Afncan Development IndIcators 1997, JAA calculatIons 
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Exhibit I 2 

TOP 20 COUNTRIES: GDP GROWTH (0/0) 

Country 75-95 Rank 

ChIna 925 1 
Botswana 907 2 
MaldIves 855 3 
South Korea 851 4 
Oman 799 5 
ThaIland 788 6 
SIngapore 764 7 
Hong Kong 735 8 
Cyprus 731 9 
IndonesIa 708 10 
MalaysIa 701 11 
Malta 690 12 
Cape Verde 680 13 
Solomon Islands 670 14 
Bhutan 664 15 
Macao 664 16 
St LUCIa 649 17 
VIetnam 626 18 
CambodIa 620 19 
UnIted Arab EmIrates 589 20 

UGANDA 
GDP Growth 6 7% since 1990 
GDP Growth 4 62% over last 20 years 
World Rank: 38/168 countnes 

Sources World Development IndIcators 1997, JAA calculatiOns 



Exhibit I 3 

TOP 20 COUNTRIES: GNP PER CAPITA GROWTH (0/0) 

Country 75-95 Rank 

South Korea 992 1 

ChIna 773 2 
Cyprus 636 3 
MaldIves 623 4 
Malta 600 5 
Cape Verde 595 6 
Botswana 581 7 
Smgapore 578 8 
ThaIland 578 9 
AntIgua and Barbuda 547 10 
Hong Kong 546 11 
Bhutan 504 12 
IndoneSIa 497 13 
St KItts and NeVIS 491 14 
Surmame 478 15 
St LUCIa 453 16 
Oman 442 17 
Malaysia 432 18 
St Vmcent Grenadmes 389 19 
Egypt, Arab Rep 353 20 

UGANDA 
GNP Per CapIta Growth. 3.30/0 SIDce 1990 
GNP Per CapIta Growth: 1.76% over last 20 years 
World Rank 53/164 countnes 

Sources World Development IndIcators 1997, JAA calculatiOns 
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Exhibit I 5 

TOP 20 COUNTRIES: SAVINGS AS % GDP 

Country 75-95 Rank 
Umted Arab Enurates 5237 1 
Gabon 4801 2 
Bahram 4342 3 
Smgapore 4032 4 
Oman 3869 5 
Chma 3559 6 
SaudI Arabla 3452 7 
Algena 3442 8 
Malaysla 3372 9 
Hong Kong 3330 10 
Japan 3192 11 
Romama 31 85 12 
South Korea 31 17 13 
IndonesIa 3063 14 
KuwaIt 3000 15 
Bulgana 2955 16 
Botswana 2896 17 
ThaIland 2798 18 
Tnmdad and Tobago 2778 19 
Venezuela 2722 20 

UGANDA 
Savmgs as % GOP: 2 30/0 since 1990 
Savings as % GOP 3 250/0 over last 20 years 
World Rank: 103/120 countries surveyed 

Sources World Development IndIcators 1997 JAA calculat:J.ons 
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ExhIbIt I 6 

TOP 20 COUNTRIES: GDI as % GDP 

Country 75-95 Rank 

Lesotho 52 18 1 
Kmbatl 4487 2 
Cape Verde 4421 3 
Smgapore 4030 4 

-

St Kitts and N eVlS 3836 5 
Gabon 3592 6 
Algena 3579 7 
Chma 3549 8 
Sao Tome Pnnclpe 3370 9 
Romama 3360 10 
Botswana 3227 11 
ThaIland 32 19 12 
South Korea 31 88 13 
MalaYSia 3116 14 
Congo 3038 15 
Japan 3033 16 
Cyprus 2976 17 
TumSIa 2841 18 
Umted Arab Emrrates 2839 19 
Hong Kong 2833 20 

UGANDA: 
GDI as % GDP: 15.30/0 SlDce 1990 
GDI as % GDP: 9 90/0 over last 20 years 
World Rank- 107/107 countnes surveyed 

Sources World Development IndIcators 1997 JAA calculat:J.ons 
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Exhibit I 8 

UGANDA Private Investment % GDP 
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Year % 

1985-89 54 
1991 78 
1992 85 
1994 91 
1995 100 
1996 11 0 
1997 135 
1998 15 1 
1999 156 



Exhibit I 9 

TOP 20 COUNTRIES: FDI AS % GDP 

Country 75-95 Rank 
St Lucia 11 18 1 
St KItts and NeVIs 895 2 
Antigua and Barbuda 852 3 
Yemen, Rep 778 4 
Vanuatu 761 5 
Seychelles 691 6 
Equatonal Gumea 627 7 
Swaztland 574 8 
Grenada 538 9 
Angola 478 10 
St Vmcent Grenadmes 443 11 
Solomon Islands 440 12 
Malaysia 438 13 
DOII11ll1ca 358 14 
Papua New Gumea 346 15 
Tnmdad and Tobago 322 16 
Botswana 321 17 
Malta 242 18 
Costa RIca 233 19 
Malchves 229 20 

UGANDA. 
FDI as % GDp· 2 1 % m 1996 
FDI as % GDP 0 39%. over last 20 years 
World Rank: 87/142 countries 

Sources World Development Indtcators 1997 JAA calculattons 
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Exhibit 110 

TOP 20 COUNTRIES: INCREMENTAL CAPITAL-OUPUT 
"ICOR" AnalysIs (1975-1995) 

Country GDP GDI ICOR Cony Rank 
UGANDA 4.62 9.90 0.47 2.13 1 
Oman 799 2390 033 303 2 
Bangladesh 4 11 1278 032 3 13 3 
PakIstan 580 1868 031 322 4 
Macao * 664 2227 030 333 5 
Botswana 907 3227 028 357 6 
South Korea 851 31 88 027 370 7 
Chad 283 1081 026 385 8 
ChIna 925 3549 026 385 9 
Hong Kong 735 2833 026 385 10 
IndonesIa 708 2802 025 400 11 
Malta 690 2785 025 400 12 
Cyprus 731 2976 025 400 13 
Thailand 788 32 19 024 412 14 
Myanmar 354 1508 023 435 15 
Egypt 58t f-- 2507 023 435 16 
Puerto Rico 361 1558 023 435 17 
Chtle 477 2121 022 455 18 
MalaYSIa 701 3116 022 455 19 
India 505 2269 022 455 20 

Other Countnes. GDP GDI ICOR Cony Rank 
Smgapore 764 4030 o 19 526 32 
Umted States 255 1894 o 13 769 61 
Canada 282 2161 o 13 769 65 
Japan 339 3033 o 11 909 74 
Umted Kmgdom 1 98 1796 o 11 909 76 
France 2 14 21 23 010 1000 86 
SWItzerland 1 09 2374 005 2000 114 
HaItt -020 1360 -001 n/a 124 
NIcaragua -1 09 1920 -006 n/a 126 
GeorgIa -370 2486 -0 15 n/a 127 
Sources World Development IndIcators 1997 World Bank, JAA calculatIOns 
*data for Macao 1S from 1980-1995 

UGANDA-

1/127 countnes 
(1975-1995) 
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ExhIbIt L12 Comparative GNP Per CapIta Incomes Sub-Saharan Africa 
(1995) 

Country US$ 

Gabon 3490 
MauntlUs 3380 
South AfrIca 3160 
Botswana 3020 
Narrubta 2000 
SwazIland 1170 
Lesotho 770 
Congo 680 
Cote d'IvOlre 660 
Cameroon 650 
Gumea 550 
ZImbabwe 540 
Mauntarua 460 
Angola 410 
ZambIa 400 
Ghana 390 
Berun 370 
CAR 340 
GambIa 320 
Togo 310 
Kenya 280 
Nlgena 260 
Malt 250 
Gumea-Blssau 250 

UGANDA 240 
Burkma Faso 230 
Madagascar 230 
NIger 220 
Rwanda 180 
Chad 180 
Sierra Leone 180 
MalaWI 170 
Burundi 160 
Tanzarua 120 
ZaIre 120 
Etlu0pla 100 
MozambIque 80 
Source World Development Indicators 1997 
J E AustIn ASSOCiates, Apn11998 



ExhIbIt 113 

Competitiveness Index and Human Development Matrix 

Human development Index 
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The Human Development Index, developed by the UN, ranks countnes accordmg to therr hfe expectancy hteracy, 
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The Competltlveness Index was developed by the World Econoffilc Forum and Harvard Instltute for Internatlonal 
Development TIns mdex ranks Afncan countnes accordmg to the Weighted average oftherr performance m key 
macro-level mdlcators such as fmance openness, government pohcy Infrastructure labor and mstltut10ns 
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ExhibIt 114 

TOP 20 COUNTRIES: LIFE EXPECTANCY AT BIRTH 
(years, 1995) 

Country 1995 Rank 
Japan 7965 
Iceland 7887 
Hong Kong 7852 
Sweden 7850 
Canada 7848 
SWItzerland 7842 
Channel Islands 7800 
NOlway 7786 
Greece 7784 
France 7782 
Netherlands 7782 
Italy 7780 
Cyprus 7769 
Umted States 7742 
Netherlands AntIlles 7741 
Spam 7728 
Macao 7722 
Austraha 77 18 
AustrIa 77 11 
Israel 7699 

UGANDA 

Life Expectancy 41 72 years 
IWorld Rank: 185/188 countries 
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II. UGANDAN NATIONAL PLATFORM FOR COMPETITIVENESS 

The analysIs of the Ugandan "natIOnal platform" for competitiveness evaluates the macro­
level polIcy envrronment m wmch firms operate An effectIve national platform IS one that 
faCIlItates busmess trade and mvestment, access to finance and busmess servIces, and allows 
busmess to focus on competitive global strategIes rather than domestICally restncted 

--strategies needed to-overcome-or-bypass platform weaknesses Tne foilowmg anaiysls of the 
Ugandan natIOnal platform for competitiveness IS based on multIple sources and 
methodologIes These mclude findmgs from the World Bank, AfrIca CompetItiveness 
Report, EconOmIst IntellIgence Urnt, Hentage FoundatIon Index of EconOmIC Freedom, 
USAID, U S Department of Commerce, Urnted NatIOns Development Programme (UNDP), 
the Government of Uganda (GOD) and pubhshed Ugandan sources The analYSIS IS 
complemented by extensIve mtervlews and data gathered from recent field mtervlews WIth 
busmess and government leaders m Uganda m early 1998 The analYSIS exammes Ugandan 
performance m seven major "platform" areas, mcludmg polItIcal stabIhty, macroeconOmIC 
polIcy, openness to trade and mvestment, legal and mstItutlOnal envIronment, finance, 
mfrastructure and human resources 

11.1 Overall Ranking for Uganda 

Uganda has a favorable pohcy envrronment but a medIOcre overall competitiveness rankmg 
The AfrIca CompetItIveness Report 1998 ranks Uganda below the average at 14th out of 23 
countnes surveyed m terms of the qUalIty of ItS overall enVIronment for competitiveness 
(ExhIbit n 1) However, Uganda ranks 1 sl out of20 countnes surveyed m terms of the net 
pOSItive Improvement mIts pohcy envIronment smce 1992 VIs-a-VIS other AfrIcan countrIes 
(ExhIbit II 2) I Accordmg to the Hentage FoundatIOn Index of EconomIc Freedom 1996 
pohcy survey, Uganda scored an average of 2 83 (out of 5) m all polIcy categones, rankmg 
Uganda 53rd out of 140 countrIes surveyed m terms of the qUalIty of ItS overall pohcy 
enVIronment (ExhIbit II 3) 2 Uganda's better-than-average polIcy score reflects reforms 
Implemented by the Musevem government smce 1986 Pnvate sector perceptIOns of the 
busmess enVIronment also confirm that Uganda's polIcy envrronment has Improved sharply 
m recent years Increased pnvate mvestment m Uganda m recent years, both domestic and 
foreIgn, IS a powerfulmdicator of a favorable poltcy envrronment Pnvate mvestment rates 
grew to 9% of GDP from 1990-96 (up from only 54% between 1985-89) wmle foreIgn 
mvestmentJumped to 2 6% ofGDP m1996 ($135 mIllIon) 

II 2 PolItIcal Stab,llty 

Uganda was ranked 128th out of 180 countrIes worldWide accordmg to Its polItIcal nsk ratIng 
based on an assessment of the country by nsk analysts, nsk Insurance brokers and bank 

1 "AfrIcan Competitiveness Report 1998," World EconomIC Forum, Geneva, SWItzerland, 1998 
2 CountrIes m the Hentage FoundatIOn survey are ranked from 1-5 (1=best, 5=worst) 
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credLtef.ticers The survey, conducted recently by Euromoney Magazme, defmed pOhtiCal 
nsk as the nsk of non-payment of loans, dIvIdends, goods and servIces, as well as the non­
repatrIatIOn of capItal due to potentIal pohtlcal mstablhty or future CIVIl unrest 

Rebel actIVIty contmues m the north and southwest of Uganda The latest EconomIst 
Intelhgence Urnt report for Uganda suggests that the Ugandan army's "fmlure to put an end 
to the rebel actIVItIes (and) the decIsIon of the presIdent to sack hIs army cruef ushers 
m a penod of uncertamty,,3 Also, clvll war and ethmc confhct m nelghbonng countrIes 
(Rwanda, BurundI, Congo-KInshasa, Sudan) could potentIally spIll over to Ugandan borders 
Internal and external pressure appears to be mountmg for a negotIated settlement WIth the 
rebels There are powerful econOmIC mcentIves, as Improved perceptIons of stablhty m 
Uganda would help Improve the country's nsk ratmg and boost pnvate sector mvestment 
Busmess executIves m Uganda dId not report undue concern regardmg polItIcal stabIlIty, 

behevmg that Uganda has a stable government for the foreseeable future Strong confidence 
was expressed m PreSIdent Musevem, although the country IS dependent on hIs personal 
leadershIp Nevertheless, some bombmgs occurred m Kampala durmg the consultIng penod, 
blamed on Sudanese-Imked terronsts 

11.3 Macroeconomic PoliCY 

Uganda has restored fiscal and macroeconomIC stabIlIty through a comprehensIve economIC 
recovery and structural adjustment program supported by the World Bank and IMF The 
government IS stable and has the confidence and support of the mternatIonai donor 
commumty InflatIon rates have been reduced dramatIcally under the current government, 
from average rates of over 79% between 1985-93 to 9% m 1995 4 inflatIon (as measured by 
the percent change m consumer pnces) averaged Just over 7% m 1996 S Uganda also 
mruntmns no wage or pnce controls These were removed m January 1994 6 

However. mterest rates on lendmg remam hIgh and am>ear to be discouragmg stronger rates 
of mvestment WhIle Inflation rates are now low, nommal mterest rates on commerCIal bank 
loans are rugh, averagmg Just over 20% m 1995 (double the average annual rate m 1980) 
Accordmg to the Hentage FoundatIon polIcy survey, Uganda has a monetary polIcy score 
of 5+, the area of worst performance, largely due to hIgh mterest rates (Exhibit II 4) HIgh 
mterest rates reflect the contInued underdevelopment of the Ugandan finanCIal sector, the 
htgh cost of finanCIal transactIOns and lack of competitIon m the sector HIgh mterest rates 
partIcularly affect the abIlIty of smaller busmesses to access capItal 

Government consumptIOn of economIC output m Uganda IS moderate and on a downward 
trend Accordmg to the Hentage FoundatIOn survey, Uganda scored 3+ m the area of 

3 EIU Country Report, }"I quarter 1998, EconomIst IntellIgence Umt LunIted, pp 7 
4 World Development IndIcators 1997, World Bank 
5 "Afncan CompetItIveness Report 1998," World EconomIC Forum, Geneva, SWItzerland, 1998 
6 Hentage FoundatIOn Index of EconomIC Freedom, Hentage FoundatIOn, 1997 
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government consumptIOn, whtch accounted for 10% of GDP In 1995 (Exhibit n 5) Thts 
was down from over 14% ofGDP In 1985 (World Bank) Thts reductIOn m government 
consumptIon of econOlrnc output can, In part, be attributed to the pnvatIzatlOn of numerous 
state-owned enterpnses between 1990-1995 AccordIng to World Bank sources, 33 
enterprIses had been pnvatIzed between 1990-1995 for a total sales value of $84 lnlllIon 
(World Bank), rankIng Uganda 15th out of 46 AfrIcan countrIes surveyed (Exhibit n 6) 
These Included enterpnses In agrIbusIness, trade, services, fmance and Industry The 
government plans to pnvatIze the U ganda CommercIal Bank, NatIonal HOUSIng CorporatIOn, 
National Insurance CorporatIOn, a mmmg concern, sugar company, Produce MarketIng 
Board, Uganda AIrlInes CorporatIOn and Uganda Darry CorporatIOn, among others, between 
1998-2000 7 

RelatIvely htfjh co(porate and mcome tax rates In U fjanda are Cited as a constramt to busmess 
fjrowth Uganda's maxnnum Income and corporate tax rate IS 30% (Hentage FoundatIon) 
Wlthholdmg tax on dIVIdends IS 20% for Ugandan reSidents and 15% for non-residents (U S 
Department of Commerce) Recently, generous depreCiatIOn proVIsIOns have been 
mtroduced to offset the hIgh corporate tax rate (Econolnlst IntellIgence Urnt 1997) Uganda 
scored 35 (out of 5) In the area of tax polIcy m the HerItage FoundatIOn survey (Exhibit 
n 7) A 1994 World Bank survey of265 prIvate Ugandan busmesses revealed that htgh tax 
rates were "a leadmg constramt to future (busmess) operatIOn and growth"s Tax collectIon 
also remaInS a problem m Uganda and results In consistently low levels of tax revenue 
despite htgh tax rates Shortfalls m government revenue affect pubhc mvestment, much of 
whtch IS fmanced by major bilateral and multIlateral donors 9 The recent establIshment of 
the Uganda Revenue AuthOrIty and stncter penaltIes for V AT evasIOn have Improved tax 
admlmstratIon and collectIOn, although much mformal sector actiVIty remaIns untaxed 
(Econolnlst Intelhgence Urnt) 

11.4 Openness to Trade and Investment 

U fjanda has made profjress m reformmfj ItS overall trade poltcy envrronment There IS a 
strong correlatIOn between openness ("economic freedom") and growth, as 1llustrated m 
Exhibit n.s The current government has Implemented numerous reforms In recent years 
to J.mprove- Opelb'1eSS to trade These 11ldude the reducnon of cerram Dans Onlmports, 
elllnlllatIon ofhcensmg requrrements, the reductIOn of Import tarIffs and the elImInatIOn of 
export taxes on coffee 30% Import duties on vanous products have recently been reduced 
to 20% (U S Department of Commerce) The government's 1997-1998 budget calls for the 
gradual phasmg out of remrumng Import bans, mc1udmg beer, soft drmks and battenes In 
addItIon, the government mtends to mtroduce a common external tarIff on Imports by early 
1999 (Afuca CompetItIveness Report 1998) Uganda IS a member ofGATTIWTO as a least-

7 IPAnet, MultIlateral Investment Guarantee Agency (MlGA), World Bank Group, 1998 
8 "The Pnvate Sector m Uganda Summary of Results of the 1994 World BankiUMACIS Survey," World 
Bank, 1994 
9 "Trends m Developmg Economles," Volume 3, Sub-Saharan Afrlca, World Bank, 1995 
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developed country Contmued trade lIberalIzatIOn and harmomzatIOn of tanff structures 
should help reduce smugglIng and under-reportmg of Imports, further Improvmg the 
envrronment for busmess growth 

WhIle reform of the trade pohcy enVlfonment has been sI~mficant m recent years. the 
practical applIcatIOn of reform has been slow and local busmesses perceIve continued 
obstacles Uganda's score for trade pohcy was 4+ (out of 5) m 1996 accordIng to Rentage 
FoundatIOn rankmgs, one of the country's worst areas of pollcy performance, largely 
reflectmg weak lmplementatlon and enforcement of trade reforms (Exhibit II 9) The 
Harvard Instltute for Internatlonal Development (HIID) ranked Uganda 49th of 52 countnes 
surveyed worldWlde m terms of the perceIved negatlve lmpact of Import tanffs and quotas 
on the abIlIty of local busmesses to acqUlre necessary matenals and eqUlpment The 1998 
AfrIca Competltlveness Report survey of Ugandan busmesses cIted the lImlted avaIlabIlIty 
of reasonably pnced export credlts and export msurance m Uganda as a constramt to export 
competltlveness In mtefVIews conducted by the team m Uganda m early 1998, pnvate firms 
complamed about the lengthy delay m recelvmg payment for duty drawbacks on Imported 

- mputs from the gOVet1lt'l1ent, as ~ell as h'le-negatne .rmpaet of quotas on the costof some 
Imported matenals and eqUlpment 

Uganda IS open to foreIgn mvestment and mamtams no restnctlons on foreIgn ownership 
Uganda scored 2+ m the Hentage survey for Its openness to FDI, a higher score than many 
DECD countnes (Exhibit II 10) Uganda has a comprehensIve Investment Code 
(establIshed m 1991) which provIdes for a competitive package of mcentlves to attract 
foreIgn mvestment These mclude exemptIOn from Import dutles and sales taxes, duty 
drawbacks and the convemence of a "Dne-Stop-Centre" to obtrun lIcenses and pefmlts 10 In 
addltlon, Uganda IS a member of the MultIlateral Investment Guarantee Agency (MIGA) and 
has mechamsms for arbItratIOn and dIspute settlement 11 

FDI m Uganda mcreased substantIally from Just $5 mIllIon m 1994 to $121 mIllIon m 1995. 
representmg 21% of Ugandan GDP durmg that year (World Bank) In 1996, FDI mcreased 
further to $135 mIllIon, or, about 2 6% ofGDP 

Uganda ranked 100th out of 180 countnes m terms of ItS overall mvestment nsk ratmg 
(mcludmg polItIcal nsk. econOmlC performance nsk. level of mdebtedness. credIt nsk and 
access to finance), accordmg to a Euromoney country nsk survey 12 SovereIgn nsk IS often 
a key concern of foreIgn pnvate mvestors m developmg countnes, partIcularly m sectors 
mvolvmg heavy up-front costs such as mfrastructure 

10 Uganda Investment Authonty, Internet Homepage, 1998 
11 ibId 
12 Euromoney Magazme, Supplement, September 1997 

J E Austm ASSOCIates, Inc Page 11-4 



Uganda Country Competitiveness AnalysIs PCE-Q-OO-93-00031-00 

11.5 Legal and InstitutIOnal Enabling Environment 

Uganda has strengthened Its protectIon of pnvate property nghts Its score for property 
protectIon m the Hentage survey was 2+ m 1996 (Exhibit II 11) The Government of 
Uganda has returned property confiscated under preVIOUS regtmes, mcludmg more than 4,000 
propertIes returned recently by the Departed ASIans Property CustodIan Board \3 Patents m 
Uganda are protected for 15 years WIth a possIble 5-year extensIOn Copynghts and 
trademarks are protected under Ugandan law although enforcement IS generally weak 
Uganda has also reformed ItS land tenure systems through a 1995 clause m the new 
constItutIOn allOWIng land ownersmp under customary, freehold andlor leasehold tenure 14 

However, land reform was generatmg sIgmficant controversy between the government and 
partIcular ethnIc groups durmg the team's VISItS to Uganda m early 1998 

Uganda IS reformmg ItS commercial and busmess legIslatIOn but enforcement and JUdICIal 
credtbIlrty are generally weak In a recent survey of pnvate busmess oplIDon on the legal and 
mstItutIonal enVIronment m Uganda conducted by the Afnca CompetItIveness Report, most 
busmesses surveyed felt that the Ugandan legal system does not adequately enforce contracts 
and expressed doubts regardmg the abIlIty of Ugandan firms to file laWSUIts agamst the 
government at mdependent courts 15 The same survey also revealed that most busmess 
respondents do not have much fruth m the general publIc WIllmgness to accept legal dIspute 
settlement mechanIsms over Illegal ones 

Lack ofumform standards and weak qualIty control supervlSlon may affect Ugandan exports 
Two multInatIOnal comparues recently complamed about excess mOIsture m Ugandan coffee 
The maxtmum mOIsture allowance for Ugandan coffee beans IS 13-14%, but recent samples 
revealed mOIsture contents of between 15-30% 16 FIsh exporters recently CIted the lack of 
adequate and umform sarutary standards for fish and seafood products as a major Issue for 
the mdustry 17 

Uganda has some "black market" actIVIty but It IS declmmg as busmess becomes more 
formalIzed and tmport restrICtIons are alleViated Uganda's Hentage score m tms area was 
2 (out of 5) m 1996 (Exhibit II 12) Smugglmg IS stIll an area of concern, however, as It 
resulted m a sharp reductIOn m government revenue collectIOn m 1996 Accordmg to the 
AfrIca CompetItIveness Report, a key challenge for the Musevem government WIll be to 
"contmue the process of remtegratmg the varIOUS Informal and parallel actIVItIes mto the 
'mrunstream' of offiCIally measured and offiCIally sanctIoned economIC actIVIty "18 

Consultant mterviews m the field confirmed that smugglmg IS stIll a major Issue of concern 

13 Hentage FoundatIOn Index of EconomIC Freedom 1997, Hentage FoundatIOn 
14 EconomIst IntellIgence Umt, EIU Country Report, 1997-98 
IS "AfrIca CompetitIveness Report 1998," Annex, World EconomIC Forum Geneva, SWItzerland, 1998 
16 EconomIst IntellIgence Umt, EIU Country Report, 1st Quarter, 1998, pp 19 
17 JAA mterviews WIth Ugandan busmesses, Uganda, 1998 
18 "AfrIca Compehtlveness Report 1998," World Economic Forum, Geneva, SWitzerland, p 162 
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to busmesses that find It difficult to pay Import dutIes and VAT, and compete agaInst 
smuggled goods 

Pubhc-pnvate dIalo~ue IS seen as a model for AfrIca The NatIOnal Forum comclded With 
a major shIft m attitude towards bUlldmg dIalogue With the pnvate sector The Forum IS 
provmg to be an Important vehIcle for Improved pubhc-pnvate cooperatIon m strengthernng 
the natIonal enVIronment for busmess growth It IS settmg mto motIon new polIcy dIrectIves 
and generatmg optImlsm Recently, the Pnvate Sector FoundatIon, a World Bank InltIatIve, 
was created to contmue thIs process 

CIvIl servIce capabIlItIes are weak Once one of the better bureaucracies m AfrIca, the 
Ugandan CIvIl service was devastated dunng the Amm and Obote penods Planmng and 
enforcement oflaws IS partIcularly weak Slgrnficant IrregularItIes, for example, are bemg 
reported at Uganda's pnvatlzatIOn agency To Improve CIVIl servIce capablhtIes and the 
dehvery of publIc servIces, the government has mtroduced a broad CIVtl servIce reform 
package that rums to reduce overall staff, ehmmate redundancy, and reorgamze employees 
accordmg to functIOnal responslblhtIes 19 

11.6 Fmance 

Althou~h the U~andan finanCIal sector has under~one conSIderable deregulatIon smce 1993. 
structural problems remaIn and contmue to affect busmess ~rowth These mclude the hIgh 
cost of non-performmg loans, hIgh admtmstratIve costs, poor nsk management, the pervasIve 
mfluence of personal relatIOnshIps m lendmg deCISIOns, weak capacIty of bankmg sector 
offiCials, and lImIted local mvestment opportunItIes 20 The mcreased pnvate sector 
mvestment necessary to sustam Ugandan growth Will depend heavIly, accordmg to 
EconOmIst IntellIgence Urnt sources, on the abIlIty of the government to strengthen finanCIal 
sector reforms and develop a broader-based capital market m whIch the pubhc has 
confidence 

U~anda has moderate fmancIaI sector restrIctIons and ItS bankIn~ sector remams relatIvely 
underdeveloped Accordmg to the Rentage FoundatIOn survey, Uganda's score m bankmg 
polIcy was 3+ m 1996, reflectIng a relatIvely small bankmg sector dommated by state-owned 
banks (uganda Commercial Bank m particular) and concentrated m mostly urban areas 
(Exhibit II 13) The Uganda CommerCIal Bank (VCB), accordmg to the latest estImates, 
accounts for roughly 40% of all depOSIts 21 In addItIon to UCB, there are 19 commerCial 
banks (mcludmg, among others, StanbIc Bank, Barclays Bank and Standard Chartered 
Bank), 2 development banks, 27 msurance compames, a penSIOn fund, leasmg company and 
bUlldmg society 22 Considerable progress has been made m lIberalIZmg Uganda's fmanclal 

19 "Trends m Developmg EconomIes," Volume 3, Sub-Saharan AfrIca, World Bank, 1995 
20 "AfrIca CompetttIveness Report 1998," World Economic Forum, Geneva, SWitzerland, 1998 
21 "Trends m Developmg EconomIes," Volume 3, Sub-Saharan AfrIca, World Bank, 1995 
22 EIU Country Profile, 1997-98, p 24 
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sector m recent years, especIally m the context of the governmenf s current EconomIc 
Recovery Programme Progress has mcluded the development of the Kampala Stock 
Exchange (whIch began tradmg m January 1998) and the establIshment of the FmancIaI 
InstItutIons Act and Bank of Uganda Act, whIch have strengthened the central bank's 
autonomy and regulatory capabIlItIes 23 In addItIon, UCB IS bemg pnvatIzed 

Lack of access to finance IS a major constramt for smaller busmesses In a recent survey by 
the Afnca CompetItIveness Report 1998, the maJonty of firms surveyed agreed that 
commercIal banks and other fmanclal mstltutlOns m Uganda do not adequately serve the 
needs of small busmess 24 Where small firms do have access, hIgh mterest rates on bank 
loans and stnct collateral requIrements are major bamers to borrowmg, accordmg to the 
same survey 

11.7 Infrastructure 

Only 5% of Uganda's populatIon has access to electnclty. accordmg to a recent World Bank 
nmru:t Electnclty productIon per capIta was Just 437 kWhm 1993 (the latest year for whIch 
data was avrulable );rankmg Uganda 134th out of 147 countnes surveyed worldWIde (ExhibIt 
II 14) 2S 

Uganda's telecommUnIcatIOns Infrastructure IS also weak The country has only 2 3 
telephone mamlmes per 1,000 people, accordmg to the latest World Bank estImates (ExhibIt 
II 15) The average pnce of a 3-mmute telephone call to the USA was over $9 m 1995 
compared to Just $2-3 m the top 20 performmg countrIes, rankIng Uganda 104th out of 139 
countrIes worldWide (Exhibit II 16) 26 HIgh costs m part reflect a lack of competItIOn m 
Infrastructure prOVISIOn, mamtenance, management and servIces 

Water supply. sewage and SanItatIon are also key problems A severe outbreak of cholera 
m December 1997 was largely due to contammatlOn of the water supply 27 Between 1990-
95, an average of only 42% of Ugandans had access to safe, uncontammated water ThIs IS 
upITom only 29% between 1985-95 (ExhibIt II 17) 28 Uganda has made conSIderable 
progress over the last few years but clean water remams a senous health Issue 

Local firms cIte the poor qualIty of roads and lack of access to mdustnal space as key 
obstacles to theIr future operatIon and growth, accordmg to a World Bank survey ofpnvate 

23 IbId 
24 IbId, P 195 
25 World Development IndIcators 1997, JAA calculatIOns 
26 JAA analYSIS based on data from World Development Report 1997 and World Development IndIcators 
1997 
2+tconomlst Intelhgence Umt, EIU Country Report, 1 st Quarter, 1998, p 15 
28 ibId 
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busmess oplnton 10 Uganda 29 As a landlocked country, Uganda rehes heavlly on transport 
lmks through Kenya Efforts to reduce dependency on Kenyan networks lOclude the 
potentIal development of transIt routes through Tanzama 30 Ugandan farmers have reported 
dIfficulty transportlOg cotton to glOnlOg plants due to poor road condItIons, partIcularly 10 

rural areas 

Uganda has one of the lowest computer prevalence rates 10 the world WIth only 0 5 personal 
computers per 1,000 people, rankmg Uganda 69th out of 72 countnes surveyed worldWIde 
(ExhIbIt II 18) Uganda ranks 7th out of 10 Afncan countnes for whIch data was aVaIlable 
Uganda also has a very low (but growlOg) rate of Internet use WIth only 0 03 Internet users 
per 10,000 people (ExhIbIt II 19) 

Uganda IS maklOg progress. however. 10 Improvmg Its mfrastructure base A major road 
rehabIlItatIon effort has recently Improved the surface condItIon of key road networks, such 
as the northern comdor route, and most urban and regIOnal roads 31 Projects to develop 
small-scale hydroelectnc power plants are underway 10 several remote areas of the country 
Regular mamtenance and reparr, however, remam problematIc The World Bank and other 
donors have played a large role 10 supportlOg prIvate mfrastructure development and 
malOtenance 10 Uganda 10 recent years, partIcularly 10 roads and telecommumcatIons 

11.8 Human Resources 

Average hfe expectancy 10 Uganda IS Just 42 years. ranklOg Uganda 185th out of 188 
countnes surveyed worldWIde (see ExhIbIt 114m SectIOn I) 32 Average hfe expectancy for 
Afnca IS 52 years Only three countnes 10 the world have lower hfe expectancy rates than 
Uganda SIerra Leone, Rwanda and Gumea-Blssau 

Uganda's lOfant mortalrty rate IS roughly lout of evety 10 mfants, rankmg the country 166th 

out of 190 countnes surveyed (ExhIbIt II 20) 33 About 23% of all chIldren under 5 years of 
age suffer from malnutrItIOn 34 MalnutrItIon rates are hIgher 10 rural areas 

Over 38% of Uganda's populatIon over 15 years of age IS Ilhterate, accordmg to the latest 
World Bank estImates (ExhIbIt II 21) ThIs IS lower than average IllIteracy rates 10 AfrIca 
(43%) 

IndIcators for educatIonal enrollment are better. but stIll lag behmd most countrIes 91 % of 
Ugandan chIldren are enrolled m pnmary school, for example, but Uganda stIll ranks only 

29 "The PrIvate Sector m Uganda Summary of Results of the 1994 World BanklUMACIS Survey," 1994 
30 EIU Country Profile, 1997-98, p 21 
31 ibId 

32 JAA analYSIS based on data from World Development IndIcators 1997, World Bank 
33 ibId 
34 ibId 
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71 st out of 107 countrIes surveyed worldWide In prImary enrollment (Exhibit II 22) 35 

Smu.larly, 83% of school-age gIrls In Uganda are enrolled In pnmary school but Uganda stIll 
ranks 70th out of 93 countrIes surveyed In terms of female enrollment (Exhibit II 23) 
AccordIng to the EconomIst IntellIgence Urnt, only 49% of boys and 29% of gIrls actually 
complete pnmary school The gender gap IS also eVIdent at the secondary school level Only 
13% of all Ugandan chIldren attend secondary school but the enrollment for gIrls IS even less 
at 7% 36 

The AIDS epidemiC and malarIa-related diseases pose threats to sustaInable human 
development The AIDS epidemIC, tuberculosIs and malarIa are the three leadIng causes of 
death among Ugandan adults Roughly 15 out of every 1,000 people IS Infected With the 
HIV VIrUS, accordIng to the World Bank Thls IS the fourth hIghest adult HIV prevalence 
rate In AfrIca The average employee IS absent roughly 9 workmg days per year due to 
malana-related Illnesses, accordIng to a recent survey of Ugandan bUSInesses by the AfrIcan 
CompetItIveness Report Only bUSInesses In Cameroon and Tanzama reported htgher dlness­
related absentee rates Uganda also suffers from low tmmuruzatIon rates for other diseases 
Only 79% of Ugandan chIldren under 12 months of age, for example, are tmmuntZed agamst 
major chIldhood dIseases such as dtphthena, whoopIng cough and tetanus, rankmg Uganda 
106th out of 162 countrIes surveyed worldWIde (Exhibit II 24) 

Income In Uganda IS unevenly distrIbuted. raISIng QuestIons of the eqUIty of growth The 
rIchest 10% of Uganda's populatIOn controls over 33% of the country's mcome, rankmg 
Uganda 59th out of 84 countrIes surveyed In terms of Income distrIbutIOn (ExhIbit II 25) 

11.9 Summary 

The foregOIng analYSIS has presented an overview of the Ugandan natIOnal platform for 
competItiveness (also referred to by some as "country competItIveness") It has 
demonstrated that strong leadershIp has brought pohtIcal StabIhty and econOmIC reform 
There IS stIll much work to be done to create an effectIve finanCial, legal and Institutional 
enablIng enVIronment Major Issues focus on CIvtl servIce capacIty, corruption, and faIr 
enforcement of taxes and tmport dutIes A strong JUdIcIary IS stIlllackmg Infrastructure and 
human resource capacIty need strengthenmg WhIle the GOU, supported by donors, seeks 
to address these Issues, the Ugandan prIvate sector struggles to become competItive 

3S World Development IndIcators 1997, World Bank 
36 EIU Country Profile, 1997-98, pp 19 
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ExhIbIt IT 1 

1 MauntlUS 
2 Tumsla 
3 Botswana 
4 Nannbta 
5 Morocco 
6 Egypt 
7 South Afnca 
8 Swazl1and 
9 Ghana 
10 Lesotho 
11 Cote d'Ivone 
12 Zambla 
13 Kenya 
14 UGANDA 
15 Burklna Paso 
16 Tanzama 
17 Etluopta 
18 Mozamblque 
19 Cameroon 
20 21mbabwe 
21 MalaWl 
22 Nlgena 
23 Angola 
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Source World Econorruc Forum and Harvard Institute for International Development "The Afucan Competitiveness Report 1998 " 
Geneva 1998 



Exhlbdn2 

Improvement Index 

1 UGANDA 2269 
2 Egypt 2081 
3 Tanzama 2003 
4 MozambIque 1944 
5 Ghana 1851 
6 ZImbabwe 1837 
7 Morocco 18 
8 Tumsia 1596 
9 Kenya 1398 
10 ZambIa 1335 
11 MauntIus 13 
12 MalaWI 1039 
13 NamIbIa 1002 
14 Cote d'ivone 981 
15 Botswana 96 
16 South AfrIca 922 
17 EthIopIa 909 
18 BurkmaFaso 637 
19 Nigena 583 
20 Cameroon 238 

The hnprovement fudex IS constructed from "drrectIon of change" questIons m the ExecutIve Survey undertaken by 
the World EconoIUlc Forum Respondents were asked to rate factors affectmg econolUlC growth at present, five 
years ago and two years from now The hnprovement fudex compares answers relatmg to five years ago and those 
relatmg to the present The 20 countnes shown above had suffiCIent survey rephes to be mcluded 

Source World EconolUlc Forum and Harvard InstItute for InternatIonal Development "The AfrIcan CompetItIveness Report 

1998 "Geneva 1998 



ExhIbIt n 3 Comparative Pohcy AnalysIs A VERAGES and RANKINGS 

Country Avg95 Avg96 Rank 
Botswana 305 280 47 

UGANDA 2.94 ~83 y 53 
Swazlland 290 290 57 

Zambia 305 295 62 SSAReglOn 346 347 942 
Berun N/A* 295 62 World Average 307 1 75 7018 
South AfrIca 300 300 66 
Kenya 305 305 71 
Gabon 306 306 76 
Malt 350 3 10 77 
Ghana 330 320 82 
Nalll1bla N/A* 320- 82 
Nigena 3 15 325 83 
Cote d'IvOlre 325 325 83 
Gumea 335 335 86 
Madagascar 350 335 86 
Malawi 340 340 90 
Senegal N/A* 340 90 
Cape Verde N/A* 344 93 
Tanzarua 3 50 345 94 
Cameroon 360 360 107 
Lesotho N/A* 365 109 
ZImbabwe 350 370 111 
EthtoPIa 380 370 111 
BurkmaFaso N/A* 370 111 
Niger N/A* 370 111 
Sierra Leone 375 375 117 
Congo 390 380 121 
Mauntarua N/A* 380 121 
Mozambique 440 405 127 
Sudan 422 410 128 
ZaIre N/A* 420 129 
Angola 435 435 133 
Somaha N/A* 470 134 
8 Other Countnes N/A* N/A N/A 

*NI A = data not avaIlable 
Sources Hentage FoundatIon Index ofEconoIll1c Freedom 1997, JAA calculatIons 



Exhibit IT 4 Comparative PolIcy AnalysIs MONETARY POLICY 

Country Monetary Qualifier 
Berun 1 -
Gabon 1 -
Mah 1 -
Cote d'lvOlre 1 -
Senegal 1 -
Cameroon 1 - SSAReglOn 281 -
BurkmaFaso 1 - World Average 285 S 
NIger 1 -
Congo 1 -
Botswana 2 + 
Cape Verde 2 + 
Mauntarua 2 + 
Swaztland 2 S 
Kenya 2 -
Etruopla 2 -
South Afuca 3 + 
Naffilbla 3 + 
Gumea 3 + 
Lesotho 3 S 
Madagascar 3 -
MalaWI 3 -
Ghana 4 + 
Nigena 4 -
Tanzaroa 4 -
ZImbabwe 4 -
UGANDA 5 + 
Zambia 5 + 
SIerra Leone 5 + 
Sudan 5 S 
Zaire 5 S 
Angola 5 S 
Samaha 5 S 
MozambIque 5 -
8 Other Countnes N/A* N/A 

*NI A = data not avrulable 
Sources Hentage FoundatIOn Index of Econonuc Freedom 1997 JAA calculatIOns 



Exhibit II 5 ComparatIve PolIcy AnalysIs· GOVT. CONSUMPTION 

Govt 

Country ConsumptIOn Qualifier 
ZambIa 2 + 
Madagascar 2 + 
SwazIland 2 S 
Gumea 2 S 
Nlgena 2 -
UGANDA 3 + SSAReglOn 3061 S 
Bemn 3 + World Average 281 S 
Mah 3 + 
Cote d'IvOlre 3 + 
Cape Verde 3 + 
Ethtopla 3 + 
ZImbabwe 3 + 
Congo 3 + 
MozambIque 3 + 
South Afnca 3 S 
Naffilbla 3 S 
MalawI 3 S 
Tanzama 3 S 
Lesotho 3 S 
BurkmaFaso 3 S 
NIger 3 S 
SIerra Leone 3 S 
Sudan 3 S 
Zaire 3 S 
Kenya 3 -
Gabon 3 -
Ghana 3 -
Cameroon 3 -
Botswana 4 S 
Mauntama 4 S 
Angola 4 S 
Senegal 5 S 
Somalla 5 S 
8 Other Countnes N/A N/A 

*NI A = data not avadable 
Sources Rentage FoundatlOn Index of EconolTIlc Freedom 1997, JAA calculauons 



ExhIbIt I16 Number ofPnvatIzatIOn TransactIOns 1990-1995 
Sub-Saharan AfrIca 

Country TransactIons Rank 
MozambIque 510 1 
Angola 269 2 
Gmnea 115 3 
Kenya 109 4 
Ghana 102 5 
TanzanIa 93 6 
Nigena 81 7 
ZambIa 75 8 
Madagascar 58 9 
Mall 48 10 
Bemn 46 11 
Senegal 39 12 
Cameroon 37 13 
MalaWI 35 14 

UGANDA 33 15 
Cote d'IvOlre 32 16 
Gmnea-BIssau 31 17 
Mauntama 31 18 
NIger 31 19 
GambIa 30 20 
BurundI 26 21 
Sudan 26 22 
Chad 25 23 
CAR 24 24 
Togo 24 25 
Cape Verde 21 26 
Gabon 19 27 
Burkma Faso 16 28 
Sao TomeP 10 29 
Congo 9 30 
SIerra Leone 9 31 
Lesotho 8 32 
Comoros 4 33 
Eq Gmnea 3 34 
South AfrIca 3 35 
ZaIre 2 36 
ZImbabwe 2 37 
Botswana 1 38 
DjIboutI 1 39 
NamIbIa 1 40 
Seychelles 1 41 
EtluoPla 0 42 
Llbena 0 43 
MauntIus 0 44 
Somalta 0 45 
SwazIland 0 46 

*Source AfrIcan Development IndIcators 1997 



Exhibit IT 7 Comparative Policy AnalysIs. TAX 

Country Tax Qualifier 
Botswana 3 + 
Swaziland 3 S 
Ghana 3 S 
Bemn 35 + 
Kenya 35 + SSARegion 395 S 
MozambIque 35 + World Average 378 S 

UGANDA :u S 
ZambIa 35 S 
NamIbia 3 5 S 
Cote d'lvOlre 3 5 S 
Nlgena 3 5 S 
Tanzama 3 5 S 
Angola 3 5 S 
Maaagascar 35- -
Zimbabwe 4 + 
South Afnca 4 S 
MalaWi 4 S 
Senegal 4 S 
Cameroon 4 S 
BurkmaFaso 4 S 
Ethtopla 4 S 
Niger 4 S 
Mauntama 4 S 
Gabon 45 S 
Gumea 45 S 
Lesotho 45 S 
Sierra Leone 45 S 
Malt 5 S 
Congo 5 S 
Sudan 5 S 
ZaIre 5 S 
Somaha 5 S 
9 Other Countnes N/A* N/A 

*NI A = data not aVaIlable 
Sources Rentage FoundatIOn Index of Econolll1C Freedom 1997 JAA calculatIOns 
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Exhibit n 9 ComparatIve PolIcy AnalysIs TRADE 

Country Trade QualIfier 
Kenya 3 + 
Mauntarua 3 + 
Zambia 3 S 
Mah 3 S 
Botswana 4 + 
UGANDA 4< + 
SwazIland 4 + 
Berun 4 + 
Nanubla 4 + 
MalaWI 4 + 
Niger 4 + 
Sierra Leone 4 + 
Zaire 4 + 
Lesotho 4 S 
Cape Verde 5 + 
Cameroon 5 + 
Congo 5 + 
Angola 5 + 
South Africa 5 S 
Gabon 5 S 
Ghana 5 S 
Cote d'IvOlre 5 S 
Nlgena 5 S 
Gumea 5 S 
Madagascar 5 S 
Senegal 5 S 
TanzanIa 5 S 
Burkma Faso 5 S 
EthIopia 5 S 
Zimbabwe 5 S 
Mozambique 5 S 
Sudan 5 S 
Somaha 5 S 
8 Other Countnes N/A* N/A 

*NI A = data not aVaIlable 

SSARegion 4455 
World Average 3648 

Sources Rentage FoundatIOn fudex ofEconollllc Freedom 1997 JAA calculatIOns 



ExhibIt IT 10 ComparatIve PolIcy AnalysIs: INVESTMENT 

Country Invest Qualifier 

UGANDA a + 
Zambta 2 + 
Gabon 2 + 
Nigena 2 + 
South Afhca 2 S SSAReglOn 308 + 
Mah 2 S World Average 275 + 
Cape Verde 2 S 
BurkmaFaso 2 S 
NamIbta 25 + 
Botswana 3 + 
Bemn 3 + 
Ghana 3 + 
Cote d'IvOlre 3 + 
Gumea 3 + 
SwazIland 3 S 
MalawI 3 S 
Senegal 3 S 
Tanzama 3 S 
Cameroon 3 S 
Lesotho 3 S 
SIerra Leone 3 S 
Kenya 3 -
Madagascar 4 + 
Etruopta 4 + 
ZImbabwe 4 + 
Mauntarua 4 + 
MozambIque 4 + 
NIger 4 S 
Congo 4 S 
Sudan 4 S 
Zaire 4 S 
Angola 4 S 
Somaha 4 S 
8 Other Countnes N/A* N/A 

*N/ A = data not aVaIlable 
Sources Rentage FoundatIOn Index of Econonuc Freedom 1997 JAA calcula1:J.ons 



Exhibit nIl Comparative PolIcy AnalysIs: PROPERTY RIGHTS 

Country Property Quahfier 

UGANDA 1 + 
Botswana 2 S 
Swaztland 2 S 
Senegal 2 S SSAReglOn 3212 S 
Cape Verde 2 S World Average 2704 -
ZambIa 3 + 
Kenya 3 + 
Mah 3 + 
Madagascar 3 + 
MalaWI 3 + 
Bentn 3 S 
Gabon 3 S 
Ghana 3 S 
Namtbia 3 S 
Cote d'IvOlre 3 S 
Nigena 3 S 
Tanzanta 3 S 
Lesotho 3 S 
SIerra Leone 3 S 
South Athca 3 -
Gumea 3 -
ZImbabwe 3 -
NIger 4 + 
MozambIque 4 + 
Angola 4 + 
Cameroon 4 S 
BurkmaFaso 4 S 
Etruopla 4 S 
Mauntanta 4 S 
Sudan 4 S 
ZaIre 4 S 
Congo 4 -
Somaha 5 S 
8 Other Countnes N/A* N/A 

*NI A = data not aVailable 
Sources Rentage FoundatIOn Index of EconOlll1c Freedom 1997 JAA calculatIOns 



ExhIbIt IT 12 Comparative PolIcy AnalysIs: PARALLEL MARKET 

Country Parallel QualIfier 
Botswana 2 + 

UGANDA 2 S 
Ghana 2 S 
ZambIa 3 + 
South Afnca 3 S SSAReglOn 391 S 
Kenya 3 S World Average 336 S 
Gabon 3 S 
Natnlbla 3 S 
Nlgena 3 S 
Senegal 3 S 
Bemn 3 -
Madagascar 4 + 
Swazlland 4 S 
Cote d'Ivorre 4 S 
MalawI 4 S 
Cape Verde 4 S 
Tanzama 4 S 
Lesotho 4 S 
EthiopIa 4 S 
ZImbabwe 4 S 
Mauntama 4 S 
Sudan 4 S 
Gumea 5 + 
Angola 5 + 
Mah 5 S 
Cameroon 5 S 
BurkmaFaso 5 S 
NIger 5 S 
SIerra Leone 5 S 
Congo 5 S 
MozambIque 5 S 
Zaire 5 S 
Somaha 5 S 
8 Other Countnes N/A* N/A 

*NI A = data not aV31lable 
Sources Hentage Foundatton Index of EconoIll1C Freedom 1997, JAA calculattons 

~I 



ExhIbIt n 13 Comparative Policy AnalysIs BANKING 

Country Bank QualIfier 
Botswana 2 + 
Zambia 2 + 
Gumea 2 -
UGANDA 3 >4+ 

Bemn 3 + 
Kenya 3 + 
Mah 3 + SSA Region 3 5 + 
Ghana 3 + World Average 2 979 + 
MalawI 3 + 
Tanzama 3 + 
ZImbabwe 3 + 
SwazIland 3 S 
South Afnca 3 S 
Nanubia 3 S 
Cote d'IvOlre 3 S 
Senegal 3 S 
Madagascar 4 + 
Etruopia 4 + 
SIerra Leone 4 + 
MozambIque 4 + 
Lesotho 4 S 
BurkmaFaso 4 S 
NIger 4 S 
Congo 4 -S-
Zaire 4 S 
Angola 4 S 
Nlgena 4 -
Cameroon 4 -
Sudan 4 -
Mauntama 5 + 
Cape Verde 5 S 
Somaha 5 S 
9 Other Countnes N/A* N/A 

*NI A = data not aVaIlable 
Sources Rentage FoundatIon Index of Econonuc Freedom 1997 JAA calculatiOns 



Exhibit IT 14 

TOP 20 COUNTRIES: ELECTRICITY PRODUCTION 
(kWh per capita, 1993) 

Country kwh Rank 

Norway 2772959 1 
Canada 18215 22 2 
Iceland 1791888 3 
Sweden 1665348 4 
Macao 1401420 5 
KuwaIt 13811 09 6 
Dmted States 1313605 7 
Fmland 1207501 8 
New Zealand 9713 71 9 
Qatar 9525 86 10 
Austraha 925087 11 
SWItzerland 8681 46 12 
France 811247 13 
Bahram 806331 14 
DAB 788251 15 
Paraguay 7611 44 16 
Japan 7219 17 17 
YugoslaVIa, FR 6951 36 18 
Belgmm 6949 18 19 
Smgapore 659777 20 

UGANDA: 

ElectriCity Production 43 7 kwh per capita 
IWorld Rank 134/147 countries 

Sources World Development Indicators 1997 World Bank, JAA calculatIOns 



ExhibIt IT 15 

TOP 20 COUNTRIES· TELECOMMUNICATIONS 
(# Telephone Mamlmes per 1,000 People, 1995) 

Country Lmes Rank 
Bennuda 73940 1 
Sweden 681 05 2 
Umted States 62709 3 
SWItzerland 61342 4 
Denmark 61257 5 
V rrgID Islands 58908 6 
Luxembourg 56498 7 
France 55803 8 
Norway 55635 9 
Iceland 55476 10 
Fmland 550 12 11 
Hong Kong 52970 12 
Netherlands 52523 13 
Faeroe Islands 51257 14 
AustralIa 50958 15 
Umted KIngdom 502 11 16 
Gennany 49347 17 
Greece 49324 18 
Japan 48717 19 
New Zealand 47851 20 

UGANDA 

Telephone Lines 227 per 1,000 people 
World Rank: 163/170 countnes 

Sources World Development Indtcators 1997 JAA calculatIOns 



Exhibit n 16 

TOP 20 COUNTRIES: INTERNATIONAL TELECOM 
AVERAGE PRICE CALL TO USA ($ PER 3 MINUTES) 

Country $ Rank 

Canada 1 16 1 

Angola 145 2 
Umted Kmgdom 1 86 3 
YugoslaVla, FR 2 10 4 
NOlWay 236 5 
Hong Kong 265 6 
Sweden 265 7 
Clule 279 8 
Kmbab 292 9 
AustralIa 300 10 
MeXIco 301 11 
France 303 12 
BelgIUm 305 13 
Netherlands 3 18 14 
SWItzerland 325 15 
Ireland 332 16 
Denmark 335 17 
Italy 336 18 
NIgena 341 19 
Israel 343 20 

UGANDA: 

Call to USA $9.29 for 3 minutes (1995) 
World Rank 104/139 countries 

Sources World Development Indtcators 1997, JAA calculatIOns 



ExhibIt IT 17 

TOP 20 COUNTRIES· ACCESS TO SAFE WATER (% POPULATION) 

Country 85-95 Rank 
Austna 10000 
Bahram 10000 
Barbados 10000 
Belarus 10000 
Canada 10000 
Denmark 10000 
France 10000 
Iceland 10000 
Ireland 10000 
Italy 10000 
North Korea 10000 
KuwaIt 100 00 
Luxembourg 100 00 
Malta 100 00 
Monaco 100 00 
Mongoha 100 00 
Netherlands 100 00 
Qatar 100 00 
St KItts & NeVIs 100 00 
Sweden 100 00 

UGA~Th\· 

Safe Water 28.9%) (85-95) 
World Rank 151/159 countrIes 

1 
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16 
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18 
19 
20 

Country 90-95 Rank 
Bahram 10000 
Barbados 10000 
Canada 100 00 
Costa Rlca 100 00 
Denmark 100 00 
Fmland 100 00 
France 100 00 
North Korea 100 00 
Malta 100 00 
MauntlUs 100 00 
Monaco 100 00 
Netherlands 100 00 
Norway 100 00 
Qatar 100 00 
Smgapore 100 00 
SWItzerland 100 00 
Tonga 100 00 
Umted Kmgdom 100 00 
Cyprus 9970 
Israel 9900 

UGANDA 

Safe Water: 41 80/0 (90-95) 
World Rank 106/126 countrIes 

1 
2 
3 
4 
5 
6 
7 
8 
9 

10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 

Sources World Development Indtcators 1997 World Development Report 1997 JAA calculatIons 



ExhIbit IT 18 

TOP 20 COUNTRIES: COMPUTER UBIQUITY 
PERSONAL COMPUTERS PER 1000 PEOPLE 

Country 1995 Rank 

SWItzerland 3480 1 
Umted States 3280 2 
Australia 2758 3 
NOlway 2730 4 
Denmark 2705 5 
New Zealand 2227 6 
Netherlands 2005 7 
Canada 1925 8 
Sweden 1925 9 
Umted KIngdom 1862 10 
Fmland 182 1 11 
Smgapore 1724 12 
Germany 1649 13 
Japan 1525 14 
Ireland 1450 15 
BelgIUm 1383 16 
France 1343 17 
Austna 1242 18 
South Korea 1208 19 
Hong Kong 1163 20 
Uganda 05 69 
Gumea 02 70 
Chad 00 72 

Sources World Development IndIcators 1997 World Bank 
J AA calculatlOns 

UGANDA: 

0.5 computers per 1000 people 
World Rank- 69/72 countnes 
Afnca Rank 7/10 countnes 



ExhIbIt n 19 

TOP 20 COUNTRIES: INTERNET USERS 
(per 10,000 people) 

Country 1995 Rank 
Fmland 42229 1 
Umted States 23012 2 
Norway 19289 3 
Australia 17146 4 
Sweden 16405 5 
New Zealand 14923 6 
Canada 12595 7 
SWItzerland 

-

113 83 8 
Netherlands 111 10 9 
Denmark 9670 10 
Smgapore 7624 11 
Umted KIngdom 75 13 12 
AustrIa 6623 13 
Gennany 5794 14 
Israel 5260 15 
Ireland 3747 16 
Belgmm 3024 17 
Slovema 2948 18 
Hong Kong 2859 19 
Estoma 2777 20 

UGANDA' 

Internet Users. 003 per 10,000 people 
World Rank: 78/147 countries 

Sources World Development Indtcators 1997 JAA calculatIons 



Exhibit II 20 

TOP 20 COUNTRIES: INFANT MORTALITY RATE 
(per 1 000 bIrths) 

Country Rate Rank 

Iceland 4 1 
Smgapore 4 2 
Japan 4 3 
Sweden 4 4 
Hong Kong 5 5 
Fmland 5 6 
Norway 5 7 
Netherlands 6 8 
SWitzerland 6 9 
Ireland 6 10 
Denmark 6 11 
Germany 6 12 
Luxembourg 6 13 
Austna 6 14 
Australia 6 15 
Umted Kmgdom 6 16 
Canada 6 17 
France 6 18 
Slovema 7 19 
New Zealand 7 20 

UGANDA 

MortalIty Rate" 98 per 1000 births 
World Rank 166/190 countnes 

Sources World Development Indicators 1997 JAA calculatIons 



Exhibit n 21 

TOP 20 COUNTRIES: ADULT ILLITERACY RATE 
(0/0 population 15+) 

Country 1995 
Bahamas, The 1 80 
Guyana 1 90 
South Korea 200 
Tnmdad & Tobago 2 10 
Barbados 260 
Uruguay 270 
Argentma 380 
Cuba 430 
Ch.J1e 480 
Costa RIca 520 
Pluhppmes 540 
ThaIland 620 
VIetnam 630 
Malchves 680 
Surmame 700 
Lebanon 760 
Hong Kong 780 
Paraguay 790 
FIJI 840 
Colombia 870 

UGANDA 

Adult Illiteracy Rate 38.20/0 
World Rank: 65/98 countrIes 

Rank 
1 
2 
3 
4 
5 
6 
7 
8 
9 

10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 

Sources World Development Indtcators 1997, JAA calculatiOns 



Exhibit II 22 

TOP 20 COUNTRIES: PRIMARY SCHOOL ENROLLMENT 
(% total, 1993*) 

Country 0/0 Rank 
MaldIves 
Swaziland 
ColombIa 
Pern 
Zlillbabwe 
Chma 
Tumsia 
Cape Verde 
Honduras 
MeXICO 
Paraguay 

Bahram 

Bangladesh 
Phlhppmes 
SouthAfnca 
VIetnam 
LIbya 

Umted Arab Emrrates 
IT l::lV I ~ru~--.7 
Australia 

UGANDA 

Pnmary Enrollment 
World Rank 

*No later data aVaIlable 

13400 
12000 
11900 
11900 
11900 
11800 
11800 
11400 
11200 
11200 
11200 
111 00 
111 00 
111 00 
111 00 
111 00 
11000 
11000 
1 ()O ()() 

91% 
711107 CountrIes 

Source World Development Indicators 1997, World Bank 
J E Austln ASSOCiates, AprIl 1998 
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Exhibit II 23 

TOP 20 COUNTRIES: FEMALE SCHOOL ENROLLMENT 
(primary School, % Gross, 1993) 

Country 0/0 Rank 
MaldIves 133 1 
Colombia 120 2 
Chma 116 3 
SwazIland 116 4 
ZImbabwe 114 5 
TlUllSIa 113 6 
Bahram 112 7 
Honduras 112 8 
Cape Verde 110 9 
LIbya 110 10 
MeXICO 110 11 
Paraguay 110 12 
South AfrIca 110 13 
UAB 108 14 
Uruguay 108 15 
AustralIa 107 16 
RussIan F ederatlOn 107 17 
Mauntms 106 18 
Umted States 106 19 
Bangladesh 105 20 

UGANDA: 

Female Enrollment 83% 
World Rank 70/93 countnes 

Source World Development Indlcators 1997 World Bank 
J E Austln ASSOCIates, Apnl 1998 



ExhIbIt IT 24 

TOP 20 COUNTRIES: IMMUNIZATION RATE, DPT* 
(0/0 chIldren under 12 months) 

Country 1995 

AntIgua and Barbuda 10000 
BruneI 10000 
BulgarIa 10000 
Cuba 10000 
DOlrumcan RepublIc 10000 
EI Salvador 10000 
Fmland 10000 
Hungary 10000 
Jordan 10000 
Kmbatl 10000 
Kuwait 10000 
St Kitts and N eVlS 10000 
St Vmcent Grenadmes 10000 
Synan Arab RepublIc 10000 
Monaco 9900 
Oman 9900 
Sweden 9900 
Iceland 9800 
MalaWi 9800 
Romama 9800 

UGANDA: 

ImmunIzatIon Rate (DPT). 790/0 
World Rank 1061162 countnes 

Rank 

1 
2 
3 
4 
5 
6 
7 
8 
9 

10 
11 

12 
13 
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17 
18 
19 
20 

*DPT=dJ.phthena pertuSSIS (whoopmg cough) tetanus 
Sources World Development IndIcators 1997 World Development Report 1997 
J AA calculations 



Exhibit n 25 

TOP 20 COUNTRIES: INCOME DISTRIBUTION 
(Share of Income Held by Richest 10%, 1995) 

I Country I % I Rankl 
n1 1 T> 1 1 
;)lOVaK KepUOllC 1 LV 1 

Belarus 1940 2 
Romama 2020 3 
Ukrame 2080 4 
Sweden 2080 5 
Norway 2120 6 
BelgIUm 21 50 7 
Fmland 21 70 8 
Spam 21 80 9 
Netherlands 21 90 10 
LatvIa 22 10 11 
Poland 22 10 12 
Denmark 2230 13 
Japan 2240 14 
Hungary 2260 15 
Czech RepublIc 2350 16 
Israel 2350 17 
Bangladesh 2370 18 
Slovema 2380 19 
Canada 2410 20 

UGANDA 

Income Distribution: 33 4% (by nchest 10%) 
World Rank 59/84 countries surveyed 

Source World Development Indtcators 1997, World Bank 
J E AustIn Associates, Apnl 1998 



Uganda Country CompetItIveness AnalysIs PCE-Q-OO-93-00031-00 

III. INDUSTRY AND FIRM-LEVEL COMPETITIVENESS 

Tlns sectIOn IS dIvIded Into two parts 1) an overvIew analysIs of Ugandan export 
competItIVeneSs, and 2) an assessment of Ugandan Industry and firm-level competItIveness 
In the coffee, cut flowers, fish, tourIsm and manufactunng clusters 

111.1 Export AnalysIs 

The folloWIng analysIs of Ugandan export competItIveness IS based on fieldwork, In-country 
research and IntervIews conducted by J E AustIn ASSOCIates and Momtor Company In 
Uganda In Apnl1998 The analYSIS examInes the current world export posItIOn of Uganda 
In selected sectors, IncludIng coffee, fish and manufactured products It also examInes the 
structure of Ugandan exports and the relatIOnslnp between export composItIon, economIc 
growth and natIOnal wealth It also Includes statIstIcal analyses and export segmentatIOn 
methodologIes developed by Momtor Company prevIOusly but adapted for thIS 
competItIveness exerCIse 

III 11 Key Fmdmgs 

Uganda has a low world export market share of only 0 014%, accordIng to the latest World 
Bank and IMF statIstIcs (ExhIbIt III 1) DespIte a low world market share, exports are 
Important to the Ugandan economy, accountIng for roughly 12% of Ugandan GDP I 

However. export growth performance dunng the 1990s has put Uganda among the world's 
top performers SInce 1984, Ugandan exports of goods and servIces have grown an average 

_ _ ____ ~L 1.1% annually~ IankIn~ Uganda 26th out of 110 countnes snrveyed (ExhIbIt fiL2) 2 

COInCIdIng With more recent macroeconOmIC and pohcy reforms, Ugandan exports Increased 
an average of almost 8% annually over the 1986-1995 penod They grew over 31 % In 1994 
and 27% In 1995 (ExhIbIt ill 3) The value ofU gandan exports has also grown sIgmficantly 
over the last decade and partIcularly Wltlnn the last 5 years Export growth (by value) 
averaged about 9 2% annually between 1985-95 (ExhIbIt III 4), rankIng Uganda 82nd out 
of 189 countnes worldWide Between 1990-95, Ugandan exports (by value) grew 22% and 
the country's POSItIon jumped to 14th worldWIde In 1995, exports grew almost 40% by 
value, rankIng Uganda 8th worldWide 

Coffee and coffee-related products are Uganda's leadmg exports. compnsmg 66% of total 
exports m 1996 (ExhIbit III 5) Uganda was the world's fifth largest producer of coffee m 

1 World Development Indicators 1997, World Bank 
2 JAA calculations based on World Bank data on export growth smce 1975 
3 U S Department of Agnculture, 1998 

J E Austin ASSOCiates, Inc Page III-I 



Uganda Country CompetItiveness AnalYSIS PCE-Q-OO-93-00031-00 

1994, after BrazIl, Colombia, Indonesia and MexIco (Exhibit III 6) 3 Uganda has doubled 
Its world market share for coffee smce 1993 4 Coffee has been a major source of export 
mcome for Uganda, compnsmg over 70% of total export mcome generated m 1992 5 

In 1996. 77% of Ugandan exports were "upstream mdustly" exports. or, products that are 
pnmarIly used as mputs mto other sectors and compete pnmanly on cost advantages In 
addItIOn, 43% of total Ugandan exports were mdustrlal or IndustrIal-related goods that 
typIcally compete on both cost and dIfferentlatIOn and are a major source of InnOvatIOn 
Durmg the 1993-1995 perIOd, "upstream Industry" exports and exports of Industrial goods 
expanded by over 700% and 200%, respectively, as a share of total Ugandan exports Wlnle 
thts Impbes that Ugandan exports are dIversrfymg, "fmal consumptlon goods and servIces" 
(1 e, coffee, fish) stIll dOmInate total exports In 1996, they represented 88% of total 
Ugandan exports, with food and beverage products accountmg for 80 3% (Exhibit III 7) 

Numerous studIes have demonstrated a high posltlve correlatIOn between mcreases m a 
country's mdustnal exports and Improvements m per capIta GDP Momtor Company, for 
example, has found that buddmg competltlveness In advanced areas other than pnmary 
resources reqUlres hIgher levels of mnovatlon, human capital development, technologIcal 
upgradIng and rapId learmng, and that these qualttles are hIghly correlated WIth posltlve real 
changes In GDP per capIta 6 

As noted above, Ugandan exports are stIll heavIly domInated by traditIOnal resource products 
but there appears to be a trend towards greater dIversificatIOn Natural resource-based 
products accounted for almost 90% of total Ugandan exports In 1996 (Exhibit III 8) 
However, thts represented a 6 7% decrease from the 1995 share and a 9% decrease from the 
1994 share, perhaps IndIcatIng a gradual reductIOn In resource dependency ThIS may also 
mdicate an Improved abIlIty to export some manufactured products to the regIOn (e g , 
footwear to Rwanda) 

Most Ugandan natural resource exports are eIther raw. unprocessed or semI-processed Only 
a fractIOn of these exports (less than 1 %) are processed goods (Exhibit 1119) Over-relIance 
on the export of pnmary commodItles and generally unprocessed resource products subjects 
Uganda to declImng real pnces In world markets SInce the mId-1980s, there has been a 
worldWIde long-term trend towards declInmg commodIty pnces, partlcularly coffee, cotton, 

4 Ugandan MmIstry ofPlannmg and EconomIC Development statIstIcs, 1998 
5 Momtor Company 1998 
6 Based on Trade StatIstics Methodology correlatmg changes m export structure WIth changes m GDP per 
capIta over a 13-year perIod m 17 countrIes worldWIde 
7 Durmg hIS address, PreSIdent Musevem expressed hIS desrre to "Encourage mvestors to support my constant 
struggle of ensurmg that there IS vertIcal mtegratlon m our products That IS to say we (must) export not raw 
materIals but fmlshed goods If 
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cocoa and sugar Exportmg more processed goods~ therefore~ IS a key goal of PresIdent 
Musevem~ reIterated dunng rus New Year~s Day Speech m January 1998 7 

There IS a strong POSItIve correlatIOn between the productIOn and export of mdustnal and 
related goods and hIgher mcomes In a study undertaken by Momtor Company m 1992 
examImng the lmk between export structure and mcome m 28 countnes worldWIde~ the 
results demonstrated an almost perfect one-to-one correlatIOn between the export of 
mdustnal and related products and rugh purchasmg power per capIta There was a negatlve 
correlatlon~ however~ between the export of final consumptIon and upstream products (most 
of Uganda' s exports) and wealth Countr1es With the lowest standards ofhvmg were also 
those most dependent on exportmg mamly pnmary~ resource-based products (e g ~ 

Venezuela~ ColombIa, Russ1a, IndIa, Ecuador) 

In other words. countnes With competltive exports concentrated m mdustnal and related 
products have higher per capIta mcomes than those exportmg mamly resource-based 
products In the countnes analyzed by Momtor Company, mdustrial and related products 
mcluded, among other Items, transport eqUlpment and parts, power generatIOn eqUlpment and 
parts, office products, telecommumcatlons, defense, macrunery ~ general busmess products 
and other manufactured goods 

The eVIdence suggests that Ugandan growth WIll not be sustamable nor Will It have a real 
measurable Impact on standards of hvmg unless Uganda reduces ItS dependency on the 
export of natural resource products There are SIgns that such a change IS startmg to take 
place The share of non-resource-based products m total Ugandan exports IS growmg, 
amountmg to almost 11 % m 1996, up from only 3 3% a few years earlIer 8 There IS also 
broad popular and leadersrup support for greater dIversIficatIOn of the Ugandan economy 
Nevertheless~ Uganda's dependency on tradItIOnal, largely unprocessed products 1S stlll 
strong and pnvate sector knowledge of and resultmg ab1lIty to adopt competltIve strateg1es 
1S lIm1ted Consequently, Ugandan busmess people need to place a greater emphas1s on 
strategy and customer learnmg A busmess leader recently acknowledged, "I don't thmk that 
busmess owners know what strategy 1S We produce what we can, and then sell1t, that's our 
strategy /I 9 

Th1s sectIOn has demonstrated that Uganda has a low world export market share but has 
recently become one of the world's fastest export growth countr1es Some oftrus 1S due to 
recovery m the coffee sector, mcludmg better mtematlonal pnces Much of Ugandan export 
growth has been due to illversrficatlOn Wlthm the natural resource sector (1 e , fish, flowers) 
rather than the export of rugher value-added, processed products 

8 Ugandan Mmlstry ofPlannmg and Economlc Development, 1998 
9 Based on mtervlews conducted wlth Ugandan busmesses m Apnl1998 
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111.2 Industry and Firm-Level Analysis 

After exauumng Ugandan export competItIveness based on growth and market share data, 
the team then worked With Industry clusters to examIne competItIveness Issues at the firm 
and Industry levels Based on analytIcal tools developed by MIchael Porter (IncludIng the 
CompetitIve DIamond Model), the team categonzed seven opportumtIes that are essentIal 
for ImprOVIng firm and Industry-level competitIveness (ExhibIt III 10) Tills framework 
was then used to analyze the five mdustry clusters The mformatIOn for thIs analysIs IS based 
on IntervIews With busmesses and ten mtensIve workshops/workmg seSSIons With mdustry 
clusters In Uganda In January and Apnl1998 

The 7 Competitiveness Opportumtles for Ugandan Firms 

The team analyzed the folloWing 7 competItIveness OpportunItIes for Ugandan firms 
competItIve posItIon, customer learnIng, InnOvatIon, human capItal Investment, cluster 
cooperatIOn, forward mtegratIon, and competItIve strategIes and attItudes It analyzed these 
for the 5 key Industry clusters coffee, flowers, fish, tounsm and manufactunng Exhibits 
11111 and III 12 IndIcate that these 5 clusters represent Uganda's mam economIC dnvers 
accountmg for over 85% of 1996 exports A summary table IllustratIng competItIve 
opportumtIes for each cluster IS proVided In Exhibit III 13 

III 2 1 Coffee The Case of BANCAFE 

Dunng the 1992-1996 penod, Uganda's coffee exports almost doubled m volume and more 
than quadrupled m revenue, a SIgn of the sIgmficant recovery of the mdustry For mstance, 
In 1996, Uganda exported 0 27 nulhon tons of coffee resultIng In US$396 mIllIon In export 
revenue 10 However, Uganda competes on basIC cost and natural advantage Ugandan costs 
and YIelds result In much lower returns for the average Ugandan coffee farmer relatIve to 
Kenyan farmers (Exhibit III 14) In addItIon, as Illustrated by Exhibit III 15, global 
demand for coffee IS changIng With consumers IncreasIngly purchaSIng specIahzed or 
gourmet coffee over commercIal varIetIes 

The Ugandan coffee Industry has focused pnmanly on non-demandIng, large commercIal 
buyers and has not dIrected attentIon to demand, cluster, consumer preferences or strategIC 
Issues As an Ugandan coffee mdustry offiCIal noted, "we know the speCialty market IS 
groWing, but we're not dOIng anythIng about It" A coffee aSSOCIatIOn representatIve 
reported, "all we do IS sell10w qualIty coffee to multInatIOnals" (Exhibit III 16) The team 
suggests that Ugandans focus not only on costs and operatIOnal effiCIency, but also on the 
attractiveness of the segment where they choose to compete 

The GOU IS now promotmg the Idea ofmvestIng In Instant coffee processIng In Uganda, 
WIth the goal ofaddmg value In Uganda Both the export of basIc coffee beans and mstant 

to The EconomIst Intelhgence Umt LImIted, Uganda Country Profile 1997-98, pp 32 
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coffee, however, are relatively unattractIve segments because they are charactenzed by hIgh 
competItion and stagnant consumption trends m the USA and Europe 11 The focus on mstant 
coffee IS not based on competItive strategy, and mstant coffee, wrule processed, IS stIll a 
commodIty product 

ThIs sectIOn wIll now present the case study of one Ugandan coffee company, BANCAFE, 
that Illustrates excellent competitive behaVIOr m talang advantage of the 7 competItive 
opporturntIes 

Competitive POSitIOn 
BANCAFE deCIded to posItion Itself as the leadmg gourmet coffee supplIer m Uganda, a 
natton of tea dnnkers By choosmg to compete where there was lIttle eXIstmg competttIOn, 
It has gamed the advantage of the "first mover" and the company's coffee commands a 
premIum pnce 

Customer Learmng 
Stephen Banya, the company's founder, has moved close to customers to both learn from 
them and educate them He opened a cafe m Kampala, for example, to learn about customer 
tastes and preferences, as well as to educate customers m coffee qUalIty 

InnovatIOn 
BANCAFE has conducted mternatIonal research on the best beans and has mvested m a top 
qualIty roaster The mnovatIOn has patd off, says Mr Banya "I used to trunk mstant coffee 
was the answer Now I'm makmg money m speCIalty coffee I may thInk about exportmg 
dIrectly some day, but I'm sellmg all that I can produce and buy nght here" HIS mnovatIOn 
has extended from procurement to processmg to retatlmg 

Human Caplfal Investment 
BANCAFE has a hIghly tramed staff Mr Banya focuses on hIgh qUalIty production and 
processmg HIS goals are "to serve the best coffee m Uganda, employ the rughest paId 
workers and cultIvate a deSIre for good coffee among Ugandans" He contmually trams rus 
employees, pays mcentIves for good servIce and prOVIdes opportunIties for upward mobIlIty 

Cluster CooperatIOn 
Mr Banya has developed relatIonsrups WIth producers and stImulated a cooperatmg cluster 
He has developed a network of relatIOnshIps WIth hIgh qualIty producers ThIs emergmg 
cluster IS Illustrated m Exhibit III 17 

Forward IntegratIOn 
By settmg up retaIl operatIOns, BANCAFE has deCIded to capture the value of the coffee 
hterally "to the last drop" He has now opened other cafes and IS also seekmg to sell to the 

11 In 1989, world consumptlOn of green coffee was approxlmately 5 5 mIlhon tons Smce then, world 
consumptlOn has remamed stagnant, rangmg between 5 0 -5 S mllhon tons 
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most demandmg hotels m Kampala 

Attltudes and Strategy 
The team has no doubt that thIS kmd of entrepreneurIal behavIor could lead to a gourmet 
coffee productIOn mdustry m Uganda that could, If emulated, lead to sIgmficant scale More 
Importantly, If gourmet coffee turns out not to be a great market m 5-10 years, entrepreneurs 
lIke Stephen Banya WIll already be makmg the necessary adjustments m strategy 

III 2 2 Cut Flowers 

Although cut flower exports are stIll low m terms of overall value, they are regarded as a 
success story for Uganda m penetratmg new markets In 1996, Uganda exported $1 15 
mIllIon, or 385,915 kg of flowers II 

Competltlve Posltwn 
Ugandan flower growers export roses to the European market Their selectIOn of market IS 
based on aIr transport costs, theIr selectIOn of rose vanety IS made WIth the asSIstance of 
techmcal experts and buyers DespIte the attractIveness of the rose, It has become a 
commodIty busmess EVidence of thIs came last ChrIStmas when pnces fatled to nse at the 
Dutch flower auctIOn because of ample supply 

Customer Learnmg 
Ugandan producers rely heavIly on buyers for mformatlOn on market trends The mdustry 
IS heavIly relIant on mtermedianes, trade Journals and trade faIrS for adVIce on customer 
trends 

Cluster Cooperatwn 
The mdustry cluster mcludes 17 growers who began m 1993 or later, a relatIvely strong 
assocIatIOn and a growmg network of contacts and experts Arrport shtppmg faCIlItIes are 
somewhat restrIctIve WIth only a few druly flIghts to Europe and no cold storage facIlItIes 
Uganda IS dependent on technology and expertIse from Europe, Israel and even neighbonng 
Kenya Makerere Uruversity IS mitIatmg a program for trammg m techrucal and 
management areas relevant to the mdustry 

Forward Integratwn 
Several compames are seekmg to go beyond the Dutch auctIOn and develop closer lmks to 
the end-user One focus group partIcIpant reported makmg contracts With a leadIng supplIer 
to NorwegIan supermarkets, thereby guaranteemg hIs sales and pnces m advance and 
capturmg value for both parties by sellmg and shIppmg dIrectly Another exporter sells 
dIrectly to the consumer through a Dutch partnershIp 

II From export statistics compIled by the Uganda Export PromotIOn Board 
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An example of successful forward mtegratIon IS Illustrated by a former chent of J E Austm 
ASSOcIates who generated sIgmficant profits by talkIng to supermarkets m the consummg 
country and then mnovatmg to meet those needs Flower bouquets were prepared and 
assembled meetIng the pnce POInt, color, seasonal and vanety specIficatIOns of the chent 
Cellophane wrap was added WIth the logo and name of the supermarket and WIth the bar 
codmg stamped onto It The company also used "drypack" technology to shIp the chIlled 
flowers dIrectly WIthout water The supermarket saved on expenSIve local labor and lOgIStiCS 
and was WIlhng to pay a premIum For the producer, thIS was not Just a return to 'addmg 
value" It was a return on hIs mvestment m customer learmng and servIce As Ugandan 
exporters get closer to the end-user, such opportunItIes can be Identified and explOIted 

CompetItIve StrategIes and AttItudes 
The Ugandan flower exporters, who have only recently penetrated European markets, show 
a strong deSIre to cooperate WIthtn the Industry and a strong mterest to capture addItIonal 
value In the cut flower Industry 

The Porter Dzamond for Cut Flowers 
The team also prOVIded the Ugandan cut flower Industry WIth a Porter "dIamond analYSIS" 
of the Ugandan and Dutch flower mdustries 12 

At the level of basIc factors, Uganda seems to have a number of natural advantages It has 
a mIld year-round temperature wIth long and relatively even days of sunhght It has 
extremely fertIle soIl It also has good sources of water, a factor cntical to cut flowers In 
many ways, Uganda has Ideal groWIng condItIons for Its products Wage rates are low 
Created factor condItions, however, are still weak m Uganda (ExhIbit III 18) Transport 
costs are hIgh and road mfrastructure IS poor HIghly skilled workers are scarce and 
expenSIve New technology comes pnmanly from Europe and Israel Trammg networks are 
still m theIr Infancy There IS very lImIted capaCIty for research and breedmg 

Ugandan compames lack dIrect exposure to demandmg consumers Thts exposure typIcally 
stImulates competItiveness In Uganda, the team estImated local consumption of flowers at 
less than $180,000 per year There IS no tradItIon of local demand As one flower grower 
commented, "If a young man would gIve a young lady flowers, they would be looked on as 
If they were weeds as they grow everywhere" However, there IS a grOWIng market among 
the westermzed segment of the populatIon and m mstltutIOnal markets such as restaurants, 
hotels and larger bUSInesses 

The lack of exposure to demandmg consumers IS not compensated by duect learmng from 
demandmg consumers abroad Most exporters at the focus group meetmg reported sellmg 
theu flowers at the Dutch auctIOn There IS httle discernment of a partIcularly "Ugandan" 

12 The Porter DIamond Illustrates the dynamIC mteraction among government pohcy, factor condItIons, 
consumer demand, mdustry clusters, strategy, frrm structure and mter-frrm rIvalry The Porter DIamond model 
IS used to help frrms understand the dynamIsm of the mdustry m WhICh they compete 
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product abroad Whtle growers ask theIr contacts m Europe to recommend the appropnate 
vanetles and have contracted technIcal experts, the abIlIty to antiCIpate and adapt to changes 
m style, demand or variety IS hmlted 

The Dutch competItive dIamond offers an Illustrative contrast (Exhibit In 19) Despite a 
poor clImate and hIgh costs ofland, labor, matenals and energy, the Netherlands has become 
the world leader m cut flowers There IS htgh local demand as 61 % of famIlIes buy flowers 
on a repeated baSIS There IS also strong local demand for new products 

The Dutch cut flower mdustry IS charactenzed by heavy domestic nvalry among more than 
9,000 cut flower nursenes and 1,900 exporters They are technology leaders and have a 
dIfferentIated product strategy LOgIStiCS are coordmated through auctIOn houses, and the 
two largest of these handle most of the productIOn The htgh costs of productIOn are 
somewhat offset by an extremely effiCIent lOgIStical system mcludmg effiCIent transport and 
dlstnbutIOn channels Research and technology from related sectors (1 e , vegetables) also 
support the mdustry cluster There IS an extremely strong pOSItIOn m breedmg, propagation 
and mnovatlon With many research facIlIties Growers are mtImately exposed to changes m 
buyer behaVIOr m the European market Most growers have m-house research faCIlIties, 
access to extensIve tralmng and adequate capItal Advanced computer networks track 
auctIOn transactions 

Uganda cannot be compared to a country With a 400-year tradItion m flowers The key pomt 
IS that Uganda's current advantage m natural growmg condItIOns Will not be enough to 
ensure a profitable mdustry Other countnes possess slffillar advantages Sustamed success 
m the mdustry Will reqUIre mnovatIOn, customer learmng, better firm-level strategIes, and 
an Improved domestic envIronment, whIch fosters trammg, human capItal mvestment, 
research and market development 

In 2 3 Fish 

The export of fresh chIlled NIle Perch to Europe and frozen fish to MIddle Eastern markets 
IS a recent success story In 1996, Uganda's total fish catch was ° 22 mIllIon, and fish/fish 
product exports generated over US$39 mIllIon 13 Although the fish cluster IS successful by 
Ugandan standards, there are a number of competItive challenges that must be overcome to 
sustam current growth 

CompetItIve PosltlOn 
The "NIle" and "Afncan" ongm of Ugandan fish IS not Viewed as a sellmg pornt, and Europe 
recently placed an embargo on fish exports from countnes of the regIOn, ostensibly because 
of the presence of cholera Ugandan exporters sell fish at about $61kI1o Lake V Ictona IS 
now an abundant source of Ttlapla and NIle Perch However, there IS nothmg "wrItten m 

13 The Economist IntellIgence Vmt Llmlted, Uganda Country Profile 1997-98, pp 32 
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stone" that confmes the Ugandans to these two prmciple vanetIes An alternatIve approach 
to fish exportmg IS provIded by one commumty, not m Uganda, whIch first conducted a 
market study to determme which fish could proVIde the hIghest value They found that m 
Japan there was a strong demand for a partIcular varIety of troPICal ornamental fish The 
Japanese pay $200 to $300 per fish The dIfference between $2-$3 and $200-$300 per fish 
IS based on market learrung It IS a return on mvestment to studymg and understandmg 
consumer tastes and preferences Ugandans do not have to be lImIted to only NIle Perch and 
TIlapla, but could dIversIfy mto other varIetIes that the NIle ecosystem could also support 

Customer Learnmg 
The leadmg Ugandan fish exporter has a sophistIcated knowledge of the European and 
MIddle-Eastern markets Havmg lIved abroad, he was extremely knowledgeable about 
demand charactenstics Bemg able to serve both markets has prOVIded some dIversIficatIOn 
of nsk, although the fresh market m Europe IS by far more attractIve 

InnovatIOn 
One Ugandan company mtroduced offshore platforms for buymg fish catch duectly from 
fishermen ThIS elImmated the nsk of contammatIOn from purchasmg on beaches where 
sanitary condItIons are less subject to control 

Cluster CooperatIOn 
The fish mdustry has been largely unable to coordmate to umfy sanItary standards or 
strengthen the mdustry m other ways Durmg the team VISItS, one story m the local press 
revealed that some fishermen lower plastIc bags filled With pOlson which escapes through 
small holes and kills the fish, causmg them to nse to the surface where they are easIly 
gathered The problem IS that thIs pOlson IS also harmful to humans and to the enVlfonment 
While thiS may be an extreme example, It reflects the lack of adequate standards for the 
mdustry The government has a lack of mstItutIOnal capabIlIty to enforce mmlmum 
standards The pnvate sector has not been able to define and enforce mlmmum standards 
either The fish processors do prOVIde Ice to fishermen, but not boats Some processmg 
plants are m excellent condItIon WIth laboratones and tramed qualIty control staff, others 
lack such faCIlItIes 

III 2 4 Tourlsm 

CompetItIve POSItIOn 
In 1996, Uganda's tounsm sector generated over US$396 mIllIon 14 However, busmess 
people m the tounsm sector report havmg very lIttle control over theIr competItIve pOSItIOn 
They belIeve they are relegated to servmg those who come to see speCIal features that only 
Uganda has to offer These mclude half of AfrIca's remammg wIld mountam gonllas, the 
mouth of the NIle, natIOnal parks, Bwmdi Forest and other natural attractIOns They are 
pasSIvely recelvmg tOurIStS rather than takmg an actIve role m attractmg people to Uganda 

14 From statistics complied by the Uganda Export PromotIOn Board 
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and choosmg whtch of the roughly 16 customer segments m the USA or Europe they should 
target 

The rehance on basIc natural advantages such as the gonllas, the lakes and the NIle IS 
eqUlvalent to the flower exporters' relIance on basIc natural advantages m Uganda WluIe 
gonllas may be umque, they compete With Wildebeest mIgratIOns, Costa RIcan forest, 
NamIbIan deserts and other mnumerable natural adventures for the tOurISt dollar The 
mdustry IS also overly relIant on tradItIOnal dIstnbutIOn channels 

Customer Learnmg 
The eaSIest method of customer learmng IS to capture mformatIon and ImpreSSIOns from 
those already commg to the country The mdustry could systematIcally capture feedback 
from tOurISts These would mclude oplmons concemmg 

• ImpreSSIOns about Uganda pnor to commg, 
• reasons for choosmg Uganda as a destmatIOn, 
• sources of mformatIOn, 
• tOurIsm agenCIes used, 
• the quahty of theIr expenence m Uganda, 
• what they look for m an Ideal expenence, 

- --- -.- -other locauons mey have gone to or have conSIaerea, 
• theIr major dlsappomtments and surpnses, 
• whether they would recommend Uganda to others, 
• demographIc charactenstIcs of the respondent, and 
• (for busmess travelers) what could be done to extend theIr stay 

However, those respondents would be people already self-selected and an effort must be 
made to go beyond the pool of people who already come to Uganda For example, there are 
at least 16 dIfferent potentIal tOurIsm consumer segments m the US alone There IS a world 
of dIfference between the tOurISt to Uganda who carnes \\ AfrIca on $10 a Day" m hIs 
knapsack and the mIddle-aged, htgh-mcome explorer who may spend $300 per day for the 
nght (often luxurIOUS) expenence 

Ugandan tourIsm entrepreneurs need to focus on the four dlstmct phases that shape the 
tourIsm deCISIOn 1) planmng travel, 2) decldmg on a locatIOn, 3) expenencmg, and 4) 
reflectmg on the expenence afterwards Consumers can be reached at all stages It IS now 
becommg standard for hIgh-end resorts to send "thank-you" notes, for example, to theIr 
guests after they return home, askmg them to return agam 
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InnovatlOn 
Craftmg mnovatIve speClahzed packages that appeal to hlgh-mcome tOurists would be one 
potentIal strategy for Ugandan and other East Afncan compames One example from 
nelghbonng Tanzama IS particularly 1llustratIve In the May 1998 Issue of the Conde Nast 
Traveler, a Journal that appeals to mgh-mcome tOuristS, there IS a feature article on the 
world's most exclusive resorts A descnptton ofNgorongoro Crater Lodge m Tanzama IS 
featured prommently and speaks of "sophistIcatIOn and first world servIce 1/ The AfrIcan 
menu IS Said to be "as lmagmatlve as the cleverest CalIforruan bIStrO II The pnces average 
US$650 per mght, double occupancy If TanzanIa can appeal to tms market ruche, so can 
Uganda One Kampala-based company has already begun offenng wmte-water raftmg trIpS 
on the NIle that appeal to tOurIStS, expatriates and busmess VISItors 

Human Capztal Investment 
Industry partiCIpants expressed the need for a tounsm trammg mstItute Servmg 
sophIsticated customers WIll reqUIre mvestment m human resources mcludmg hotel 
managers, chefs, walters, tour guIdes, recreation facIhtators, transport operators, wlldhfe 
experts and others 

Cluster CooperatlOn 
PartICIpants also spoke of the need to develop a ratmg system for hotels and restaurants that 
would encourage upgradmg and proVIde mdicattons of qualIty CooperatIOn would also be 
helpful to Implement the customer learmng actiVIties descnbed above RegIOnal cooperatIOn 
and networks m East Afnca can also be explored to offer a regIOnal package of mixed 
expenences, SImIlar to a successful strategy Implemented m the southern Afnca regIOn where 
VISItS to South Africa are combmed WIth a tnp to Vlctona Falls m Zimbabwe 

Forward IntegratlOn 
The opportumty for Uganda IS to develop new marketmg and dlstnbutton channels and not 
rely on the tradItional means by wmch chentslearn about and come to Uganda The 
upgradmg and ownersmp of tourIsm sites can also be further explored 

Competztzve Strategzes and Attztudes 
Exposure to world class destmattons would help Ugandan tounsm entrepreneurs Identify 
new POsslblhtIes At present, there are only two mternatIonal tour operators m Uganda 
AbercrombIe & Kent arranges excursIOns for tOuriStS to see the mountam gonllas near the 
Rwandan border Much can be learned from the competitive strategIes of these groups 
However, at present, there IS some negative reaction towards these mternattonal firms by the 
local mdustry 

In the short-term, much could be done to encourage busmess travelers to stay longer or spend 
more on the weekends ThIS would reqUIre more extenSIve consumer research and 
mteractIOn WIth those who come to Uganda on busmess to Identify needs, tastes and 
preferences 

J E Austm ASSOCIates, Inc Page III-II 
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Uganda Country CompetItIveness AnalYSIS PCE-Q-OO-93-00031-00 

11125 Manufacturzng 

Manufactunng suffered greatly durmg the mstablhty of the 1970s and 1980s The Uganda 
Manufacturers AssociatIon (UMA) has only Just thIs month celebrated the 10th Anmversary 
of ItS reconstItutIOn 

CompetItIve POSItIOn 
The Ugandan manufacturers are facmg the dIfficult task of movmg from a protected to a 
hberahzed market enVIronment One cannot generalIze about posltIonmg m an mdustry that 
mcludes many types of producers 

InnovatIon 
New strategic partnershIps and new products can be mtroduced New manufacturmg IS 
commg from beverage companies who are seekmg to expand sales m thIs market 

Human Capital Investment 
Ugandan manufacturers recently met With the PreSIdent to oppose a mimmum wage law 
However, most generally pay theIr workers more than the mlmmum wage 

Cluster CooperatIOn 
The UMA has been the leadmg busmess assOCiatIOn m Uganda and has estabhshed a POSItIve 
dIalogue With the government 

Forward IntegratIOn 
Bata Shoes, whIch manufactures m Uganda, opened a retrul shop at the Ugandan sIde of the 
Rwandan border It has become one of theIr most successful outlets These unregIstered 
"exports" Illustrate the potentIal for some regIOnal market expansIOn m 11ght manufacturmg 

Strategies and Attitudes 
Ugandan manufacturers seem to be aware of opportumtIes to serve the regIOnal markets of 
southern Sudan, eastern Congo, Rwanda, BurundI and parts of Tanzama and Kenya 
Processed food products, low cost textlles and constructIon-related products have hIgh 
demand m the regIOn 

111.3 Summary 

The above analYSIS of Ugandan mdustry clusters Illustrates Uganda's current competItive 
SItuation at the finn and mdustry level Future gams m productIVIty and export growth Will 
depend on strategIC actIOns by the Ugandan pnvate sector to explOIt the OpportumtIes 
mentIOned above The mdustry clusters were chosen solely to proVIde lliustrative examples 
The team's effort was pnmarIly to commumcate the key tools and techmques of 
competItIveness analYSIS, not to conduct a comprehenSIve diagnOSIS whIch would be a 
conSIderably lengthy and more m-depth exercise mvolvmg mput from speCIfic mdustry 
experts The competitiveness tools and technIques were unfamlhar to the majorIty of 

J E Austm ASSOCiates, Inc Page III-12 
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partIcIpants, who largely defined competItIveness as the abIlIty to produce more cheaply or 
efficIently than others Consequently, a large percentage of the team's tIme was spent 
transferrmg the tools and technologIes of competItIveness to local mdustnes and busmess 
leaders 
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Exhibit ill 1 Top 50 Uganda Industries by Export Value, 1996 

CIUfitf klduatry Export Valu. Import V.lu. 
T~."'.noe 

Pwcent of World Mlrktt 
cU'~1 (UI.OOO) CountrY ExPorta there 

Food' 6everaga. Coffee tea cocoa spices and manufactures thOfoof .15150 221 414 929 6551 k 1628410 

Pelroleum' Chemical. Inorganic chemicals 32047 4818 27229 5061. o 1068k 

Food' Beverages Fish crustaceans and mollusks and prep thereof 25035 36 24 999 395/ 00678/ 

TeiCIlle.' Apparel TeiCIlle libres (olher Ihan wool lops) wasles nol manu 22171 22445 (274) 3501. 011121 

Food' Beverages Cereals and cereal preparations 19189 31696 (12507) 3031. 00314/ 

Food' Beverages Fixed vag fals and OIls crude refined or fracllonated 17 102 21899 (4 797) 270/ 010221 

Food' Beverage. Vegelables and Irull 16460 5 144 11316 260/ 00261/ 

MalaClal.'Melals Iron and stBel 14207 35033 (20826) 224/ 00107/ 

Delon .. Gold non monetary (exel gold ores and concenlrales) 13348 1 13347 211/ 00525/ 

Food' Beverages 011 seeds and oleaginOUs ICUlIS 10467 3911 6556 165/ 00720/ 

T,><1II •• , Apparll Hides skins and lur skins raw 7843 9 7634 1241 01157/ 

ParelOnal Tobacco and tobacco manulaclures 7391 69 7322 1 17/ 00326/ 

Transportation Road vehicles (lncludmg air cushIOn vehicles) 6647 115525 (108878) 105/ 00015/ 
Power Gan & 01$1 Electllc curren I 4 164 4 164 066/ 00510/ 

T eiCIlles I Apparel Textile yarn fabriCS made up articles nes and rei prod 2505 20194 (17689) 040/ 000241 

Personal Essential Oils perlume maleClals tOllel cleaning prep 1380 6607 (5227) 0221. o 0066k 

Foo(j, Beverages Miscellaneous edible produCIS and preparalions 1293 5539 (4246) 020/ 00077 / 

Malllllais I Metal. Manufactures 01 melals nas 1 175 12 171 (10996) 019/ 00021/ 

Foo(j I Beverages Crude animal and vegetable materials nes 1042 394 ~48 016/ 00122/ 

Hou Sing' Household Essential oils perlume matellals 101let cleaning prep 1041 4985 (3944) 016/ 00066/ 

Health Care Medical and pharmaceullcal prodUCIS 824 46372 (45548) 013/ 00011/ 

Foo(j, Beverages Beverages 814 619 195 013/. 00026/ 

Hou ,lOg I Household Crude animal and vegelable maleClals nes 667 252 414 011/ 001221 

Foo(j I Beverages Anlm or veget lats and Oils proc animal or veg wa>es 650 9532 (8882) 010 00187/ 

Hou~lng I Household TeiCItie yarn labllcs made up arlicles nes and rei prod 626 5048 (4422) 0101 00024/ 

Enterlalnment I Leisure Miscellaneous manufactured articles nas 572 12998 (12427) 0094 000081. 
Foo(j, Beverages Machinery specialized lor parllcular mduSICles 503 a 526 (8023) 008 0001210 

Hou Sing I Household Manufactures 01 melals nes 474 4911 (44371 007 00021 

TeiCIlles' Apparet Machinery specialized lor particular industries 431 7308 (6676) 007 00012 
Textiles I Apparel Lealher leather manu! nes and dressed fur skinS 418 23 395 007 00022 
Multiple BUSinesses Manufactures 01 melals nes 412 4271 13858) 007 00021 

Mullnple Busmesses Prof sCientific and controlhng Inslr and apparatus nes 406 10374 19968) 006 00005 
TeiCIltes' Apparel Footwear 399 4751 (4352) 006 00012 

Personal etude 801mal and vegetable malenals nes 375 142 233 0061 00122 

Personal Miscellaneous manufactured articles nes 367 8356 (7968) 006~ 00008 
Transportahon Machlnety specialized lor particular Industries 341 5785 15444) 005 00012 

Hou sing' Hou,ehold Non melalilc minerai manufactures nes 310 19960 (19651) 005 00006 

Olli~e Miscellaneous manufactured articles nes 299 6809 (6509) 005 00008 
Hou lng, Hou,ehold Fum and parts bedding mallress mall supports elc 279 3958 (3679) 0041 000061 

Forest Products Ppr pprbrd and articles 01 paper pulp paper or pprbrd 257 11730 (11 473) 0041 00004 I 

Food' Beverages Chemical matenals and products nas 249 11049 (10801) 0041 00010 

Transportation Other transpotl eQulpmen 246 3519 (3273) 004/ 00002 

Food' Beverage. DalfY products and bud s eggs 244 2075 (1831) 004 00008/, 

MaleClals'Melals Metalliferous ores and metal scrap 234 22 212 004/ 000061. 

Delansa Plastics In pnmary forms 214 14503 (14289) 003/ 00178/ 

Food' Beverages Sugars sugar preparations and honey 208 7540 (7332) 003/ 000131 

Olliee Machinery specialized for particular Industnes 198 3349 (3 152) 003/ 00012 

MaleClals'Melals Crude fett and miner (axcl coal petrol proc stones) 172 6935 (6762) 0031 00023 

PelColeum' Chemicals Chemical matenals and products nas 159 7053 (6894) 0031 000101 

Power Gon & DIS! Electrical machlnerv aooaratus and appliances nes 153 9465 (9312) 002 00001 

'otalln,· "nn <n l'nAnnAn Emor1. 631 I" "7 q" 1 126 If;! , 

Note Total value for Uganda exports for 1996 US$ 633 673 000 
Source Ugandan M)nlstry of Planning and Economic Development, UN SITC ReYlslon 2 Mon)tor Company AnalYSIS 

~ 
Source Morutor Company Inc 



Exhibit m2 

TOP 20 COUNTRIES: EXPORT GROWTH 
(goods and serVIces, 1975-1995) 

Country 
ChIna 
South Korea 

Hong Kong 

Turkey 
Thatland 

Paraguay 
Cyprus 
Smgapore 
Cape Verde 

Bangladesh 
Malaysia 
Rwanda 
Lesotho 
DOImmcan Rep 
Ireland 
Clule 
PakIstan 
Pluhppmes 
Gumea-Blssau 
MeXIco 

75-95 

1421 
1363 

1343 

13 17 
1298 

1278 
1237 
11 95 
1142 

11 07 
1099 
1056 
1021 
948 
9 12 
907 
897 
8 14 
803 
799 

Rank 
1 
2 

3 

4 
5 

6 
7 
8 
9 

10 
11 

12 
13 
14 
15 
16 
17 
18 
19 
20 

UGANDA· 
Export Growth 27%, m 1995 
Export Growth 7.3% since 1984 
World Rank. 26/110 countnes 

Sources World Development Indtcators 1997 JAA calculatIOns 
* 1984-1995 averages no earher data avrulable 



Exhibit ill 3 

TOP 20 COUNTRIES: EXPORT GROWTH (1995) 

Country 0/0 Rank 
Rwanda 7083 1 
Bangladesh 3464 2 
Nicaragua 3321 3 

UGANDA 27.43 4 
Gambia, The 2673 5 
Argentma 2637 6 
Poland 2585 7 
Mauntama 2569 8 
MeXIco 2330 9 
Mah 1980 10 
Congo 1978 11 
MalaySia 1896 12 
South Korea 1828 13 
Thruland 1580 14 
Inrua 1557 15 
Hungary 1500 16 
Honduras 1370 17 
Italy 1360 18 
EthIOPia 1340 19 
Lesotho 1263 20 

UGANDA: 

Export Growth: 27.40/0 In 1995 
World Rank: 4/97 countries 

Source World Development Inchcators 1997, World Bank 



Exhibit ill 4 

Country Name 85-95 

LaoPDR 5271 
Cambodia 5140 
KuwaIt 4384 
TajIkIstan 3399 
Berun 3299 
Annerua 3196 
Czech Repubhc 2993 

UzbekIstan 2942 
French Gmana 2642 
Slovak RepublIc 2559 
Equatonal Gmnea 2503 
Sloverua 2432 
Comoros 2285 

VIetnam 2249 
French Polynesia 2190 
Cape Verde 2115 
Bennuda 2103 
Moldova 2091 
ThaIland 2075 
Lesotho 2073 
Smgapore 1623 
Gmnea-BIssau 1586 
MalaySia 1526 
ChIle 1521 
Swazdand 13 45 

Botswana 13 Ll1 

MalI 12 08 

Cameroon 11 53 

CAR 10 68 

Uruted States 934 
Uruted Kmgdom 932 
Ghana 931 
TaIlZarua 920 
Japan 919 

UGANDA "~l' 
Angola 8 53 
Somalia 774 

EXPORT GROWTH, VALUE (ANNUAL %) 

Rank Country Name 
1 Berun 
2 KUWaIt 
3 Catnborua 
4 French Gmana 
5 LaoPDR 
6 TajIkIstan 
7 Annema 

8 Czech RepublIc 
9 UzbekIstan 

10 Gmnea-Blssau 
11 Myanmar 
12 Slovak RepublIc 
13 Slovema 

14 UGANIlAv 
15 Equatonal Gmnea 
16 Moldova 
17 Kyrgyz RepublIc 
18 MalaYSia 
19 ChIna 
20 Lesotho 
27 ThaIland 
28 Vietnam 
31 Smgapore 
32 
40 

f- 41 

48 

52 

68 

77 

78 
79 
80 
81 

&2 
92 

102 

90-95 Rank Country Name 1995 
7809 1 DOlll1rucan RepublIc 12500 
77 77 2 UzbekIstan 12132 
5140 3 KUWaIt 7449 
3983 4 Annerua 5194 
3754 5 Greece 4773 
3399 6 BrmIel 4539 
3196 7 Cameroon 4166 

2993 8 UGANDA 39.53 
2942 9 Malta 3900 
2940 10 Western Samoa 3802 
2647 11 Grenada 3636 
2559 12 BolIVia 3433 
2432 13 Paraguay 3415 

2l~~ 1.~ French Gmana 3399 
2143 15 Tonga 3390 
2091 16 Llthuarua 3342 
2029 17 Australia 3324 
1982 18 Antigua and Barbuda 3324 
1945 19 Macao 3324 
1898 20 Hong Kong 3182 
1888 21 
1825 22 
1784 23 

UGANDA 

Export Growth 9 2 % over last decade 
World Rank 82/189 countrIes 
Africa Rank 12/43 countrIes surveyed 

Ranli 

1 
2 
3 
4 
5 
6 
7 

8 
9 

10 
11 
12 
13 

14 

15 
16 
17 
18 
19 
20 



Exhibit ID 5 

Uganda Export Concentration Over Time 
Percentage of Ugandan Exports Represented by Top 

Industry in Terms of Value and Share 

100% Top 1 Industry 100% Top 5 Industries 100% Top 10 Industries 

88% 

81% 
77% 77% 

Percentage Percentage Pe~e~age 

~Ugandan 50% 
Exports 

of Ugandan 50% 
Exports 

0% 
1993 1994 1995 1996 

[!I] Value 

D Share 

of Ugandan 50% 
Exports 

00/0 J:!""'] P';J;! f~'''l r:r:::t] 

1993 1994 1995 1996 

• 
00;0 tw:.J I~~ I~! ttI~) 

1993 1994 1995 1996 

Coffee and related goods, with a 66% share of exports, domInates the 
Ugandan economy 

Note Top Industnes from a field of 104 industries 
Source Ugandan MInistry of Planning and Economic Development, UN SITe, ReYlslon 2 MOnitor Company AnalysIs 

Source MOllitor Company, Inc 

~ 



Exhibit ill 6 
Global Context 

J)rincipal Producers 

Numb~3r 

of 60 kg 
Sacke) 

~ 
'JJ 

The 10 Largest Producers In 11994 
18000 "T'", -----::....-------+------, 

16000 

14000 

12000 

10000 

8000 

6000 

4000 

2000 

0 
CII CII 0 (Q (Q (Q (Q ~ 

.... 
~ 15 ~ 

u "E ~ (ij 0.. ~I 
0 

x ~ 
"'0 .... E E 0 (Q 

CD c: Q) (Q c: > 0 0 :E Ol Q) Q) iti 'i::J (ij "6 "'0 ::> '5 ca Q) (J) 
0 .E ::J 

(!) '0 iIi l) 

SOURCE USDA 'Tropical Products World Markets and Trade 

1996 MOnitor Analysis 

Source Morutor Company Inc 

Concentration of Production 

Brazil and 
Colombia 

33% 

Rest of 
the World 

29% 

Next 8 
Largest 

38% 

SOURCE USDA "Tropical Products World Markets and Trade 
1996 Monitor Analysis 



Exhibit ill 7 
Imports of Ugandan Goods by Broad Cluster 

Multiple 
Businesses 

77 53 53 57 

Food /, 
Beverages 

17 2 175 17 8 

Matenals I 
Metals 

98 97 89 8s1 

Transportation 

21 8 197 21 2 202 

Housing I 
Household 

86 83 75 70 

o 1993 E11994 • 1995 D 1996 
• Scale IS 0 60% 

1 

Forest 
Products 

22 20 22 22 I 

Power 
Generation and 

Dlstnbutlon 

20 17 18 18 

Textiles I 
Apparel 

105 102 93 86 

Petroleum I 
Chemicals 

139 I_-

Office 

31 40 28 28 
-~. 

Health Care 

49 41 42 57 ---

I 

Semiconductors I 
Computers 

lOS 04 05 04 

Telecom­
mUnicatIOns 

10 07 10 08 

Personal 

23 23 23 28 ----- -

Note Figures may not add up to 100% due to rounding Scale for charts IS 0 40% unless otherwise noted 

Defense 

o 5 1 1 1 3 1 8 

Entertainment I 
Leisure 

30 26 32 30 

Source Ugandan Ministry of Planning and Economic Development UN SITC ReYISIOn 2 Monitor Company AnalYSIS 

Source Morutor Company, Inc 

~ 

U1pstream 
Industries 

124 224 252 
1174111'7 __ 

Ind\Jstnal and 
Supporting 
Functions 

Final 
COl1lsumptlon 

GClods and 
Stervlces· 

46 5 ~15 0 442 41 6 



ExhlbdillS 

Percent 
of Uganda 

Exports 

100 

75 

50 

25 

o 

Uganda Natural Resources 

Composition of All Uganda Exports 
i 

967979955 

-891 

93 94 95 96 93 94 95 96 

Natural Non-Natural 
Resource-based Resource-based 

100 

Percent 
of Uganda 

Exports 

.. 

75 

50 

25 

o 

Composition of All Uganda Exports 
That Are Competitive 

100 100 993 

76 
00 00 07 

93 94 95 96 93 94 95 96 

Natural Non-Natural 
Resourco-based Resource-based 

Non-natural resource-based exports are growing, but do not yet have the 
competitive market share of the traditional raw material exports 

Source Ugandan MInistry of Planning and Economic Development, UN SITC RevIsion 2 Monitor Company AnalYSIS 

Source Morutor Company, Inc 

~~ 



Exhibit ill 9 Uganda Natural Resource Exports 

Percent of 
Uganda s 
Exports 

100 

80 

60 

40 

20 

o 

Portion of Uganda Exports That Are 
Unprocessed and Semi-processed 

Resource-based Industries 
978% 

947% , 
I 882% 

I --, 

1 --L l 1 l -
1993 1994 1995 1996 

Percent of 
Uganda s 
Exports 

Uganda Exports of All Processed 
Resource-based Industries 

100~------------------------------~ 

80 

60 

40 

20 

06% 01% 08% 09% 
O~I~~=----------=====~~==~ 

1993 1994 1995 1996 

Source Ugandan Ministry of Planning and Economic Development, UN SITC RevIsion 2 Monitor Company AnalysIs 

Source Morutor Company Inc 

~ 
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ExhIbIt ill 10 
Clarifying <:ompetitiveness 

Introduction to the Competitive Diamond 

," " • '.' ."q:;--:'r 

',':,:',,' rft~lgr§', P~mflnd 
. .: --~, < . 

~ •. ',. I' .... ", : 

,I ' 

, r @ g'"~f~r / 
, 

:- . 
" '_. . . - ,. ~ '" ' ... , 

IV 
• Michael Porter's "diamond" paradigm ropresents the competitive environment In which 

a firm must compete 

• USing thiS model, a firm can understand the dynamism of ItS Industry that results from 
the Interaction of the four determmants along with the mfluence of government and 
chance 

• Sustained success results from Innovation and Improvement within thiS system 
- Improving one determinant can help to Improve the entire system 

Source Morutor Company, Inc 



Exhibit ill 11 

Ugandan Cluster Exports 1992-1996 
(US$ MillIon) 

1992 1993 1994 
Coffee $954 $1068 $3433 
FISh and FISh Products $65 $89 $194 

Tounsm a $454 $546 $721 

Flowers a 
NA $021 $076 

Total Exports $1468 $2012 $4599 

Source The Econollllst IntellIgence Umt Llllllted, Uganda Country Profile 1997-8 

a These statistics were complied by Uganda Export Promotion Board 

1995 
$3841 

$322 

$946 

$257 

$5759 

1996 
$3962 

$391 

$1239 

$1 15 

$6653 

Note The Uganda Export Promotion Board's statistics for coffee, fish and fish products and total exports were 
higher than those from the Econollllst Intelhgence Umt Consequently, tounsm and flower exports may be over 
represented m this figure 
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Exhibit ill 12 

Percent Share of Uganda's Exports by Cluster 
(1986) 

Tourism 

1862% 

588% 

Others 

1577% 

Fish and fish products 

Source Flower and tounsm statIstIcs were compIled by the Uganda Export PromotlOn Board 
Coffee, fish products and total exports are from The Econolllist Intelhgence Umt Lmuted Uganda Country Profile 1997-8 

Note The Uganda Export PromotlOn Board's statIstIcs for coffee fish and fish products and total exports were lugher than those from the EconoIllist Intelhgence Umt 
Consequently tounsm and flower exports may be over-represented ill tIns figure 



Exhibit ill 13 

Seven Opportunities for Ugandan Competitiveness 

Coffee FIsh Flowers Manufactunng Tounsm 

Competlflve Robusta vs Fresh Roses now Import Target 
PosltlOnmg Arablca Frozen commodity substitution to attractive 

Specialty vs Other Vanetles business export segments 
Commodity Quality Level Seeds and penetration 

other products 

Customer Micro Markets Europe vs New Varieties Identification of Four stages of 
Learnmg Niche Middle East Customer regional and customer 

Preferences preferences global deCISion 
opportunities 

Innovation Bancafe Offshore Bouquets, New strategic Design elite 
purchasing packagmg, dry partnerships and high-end 
platforms pack shipping new products packages (cf 
New distribution Tanzania) 
partnerships 

Human CapItal Bancafe Sanitary and Direct market Upgrading Tourism 
Investment environmental exposure technical and tramlng institute 

requirements managenal skills 

Cluster Grading Improve Jomt market Support regional Regional 
CooperatIon Systems Industry development integration tourism network 

sanitary Cold storage Incorporate local Standards 
standards deSign 

Forward Bancafe Fresh chilled Leap-frog NA Develop new 
IntegratIon Packaging and frozen Dutch auction marketing 

Retailing fillets (Norway channels 
Packaging example) Invest In 
directly for retail tourism sites 

StrategIes Introduce Industry Beyond roses VIsion for Exposure to 
and AttItudes gourmet coffee collaboration Develop local Ugandan world class 

to a nation of market for manufactUring destmatlons 
tea drinkers roses competitiveness Develop local 

market 

Source J E Austm ASSOCIates, Inc 



Exhibit ill 14 Comparison of Various Coffee Production Costs 
In Uganda and Kenya 

Uganda Kenya 
COP Budgets for Arablca Coffee 1992/93 

(low Inputs In $/ha & $lkg clean coffeei 
Varzable costs 
FertIlIzer 96 14 
Insecncldes/FungIcldes 46 15 
Herblcldes 46 0 
Manure/Mulch 0 61 
Transport 8 13 
DepreclanonlCapltal Costs 37 7 
Flxed Costs Annualzzed 73 137 
Labor costs 184 232 
Total costs ($/Ha) 490 478 
Average Yleld clean coffee (KG/HA) 450 595 
Costs per kg clean coffee ($/KG) 109 080 

ProcessIng Costs (1990 pncesi 
Costs ofMtlhng, Gradmg, Baggmg $ 126/ton $411ton 

Cost of ProcessIng and Markenng $488/ton3 $ 176/ton 

Returns to Labor for Coffee and Competmg Crops 
(1992-1993 pnces) 

Arabzca 
Producer Pnce($/Kg) 058 049 
Value of Output ($/ha) 376 1371 
Vanable Costs ($/ha) 161 110 
Gross Margm ($/ha) 216 1261 
Farruly Labor (MD1ha) 154 270 
Return to Farruly Labor ($IMD) 14 467 

Robusta 
Producer Pnce($/Kg) 027 
Value of Output ($/ha) 324 
Vanable Costs ($/ha) 242 
Gross MargIn ($/ha) 82 
Farruly Labor (MD/ha) 130 
Return to Fannly Labor ($IMD) 063 

Notes 

I Exchange rate assumptions (Oct Sept 1992/93 average) Uganda UseslUS 1036 Kenya KShsI$US 50 Tanzama TShsI$US 450 

kenya Yields are actual Yields from crop budgets Yields for Uganda are natIOnal YIeld figures 
3 of which only $77 represents transportatton costs to the Coast 

2 These statistics only represent Arablca coffee m Kenya and Robusta coffee m Uganda 

Source Odbtambo Mark KnstJanson, Pamcla, Kashangaakt John Comparative Cost of ProductIOn AnalYSIS m East Afuca ImphcatlOns for 
Competitiveness and Comparative Advantage October 1996 , 

0\' 

" 
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Exhibit m 15 Growth in Specialty Coffees 
Example: The US Coffee Market 

10 

9 

8 

7 

6 
Billions 

of 5 
Dollars 

4 

3 

2 

1 

0 

Commercial and Specialized Coffee 
Market Sizes in the US 

o Specialty 

• Commercial 

1980 1985 1990 1995 1997 
SOURCE Specialty CoHee Association of America Merrill Lynch 

Interviews v 

• "We know that the specialty coffele 
market IS growing, but we're not 
doing anythmg about it." (Ugandaln 
Coffee association official) I 

• "The coffee farmers want fast 
money, they're not Interested In 
adaptmg and producing specialty 
coffee" (Head of Ugandan coffee 
cooperative) 

• "The only growth opportunities in 
coffee demand that we do new 
things, otherWise we'll get poorer 
and poorer" (Ugandan coffee 
grower) 

The world coffee market IS rapidly changing and presenting new opportunities to generate wealth 
Ugandans must study new emerging segments, such as specialty coffee, In order to Identify 

potential market opportunities 

Source Morutor Company Inc 
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Exhibit m 16 The Changing World of Coffee 
Opportunities in Uganda's Business Environment 

• "All we do IS sell low quality coffee to 
the multi-nationals We don't have 
good quality because they come In, 
put up qUick cash, and don't care 
about quality" (Coffee association 
leader) 

----

• "People are becoming more particular In their tastes and 
we're not responding" (Specialty coffee producer) 

• "Experts know that Uganda has some of the best robusta 
but no one else knows about It" (Coffee producer) 

• "We haven't gotten over our history of stnct government 
controls" (Coffee machinery producer) 

• "Local consumption IS very low, people dnnk tea" 
(Businessman) 

• "To be acceptable to the roaster, we need high quality-­
we have a very liberalized market, the growers don't take 
good care of their coffee" (Coffee producer) 

~ 
The Ug~ndan coffee Industry has focused pnmarlly on non-demanding, large commercial buyers 

and has not directed attention to demand, cluster, and strategic Issues 

Source Momtor Company Inc 

~ 



--'> 
~ 

Exhibit ill 17 

SOURCE Interviews 

A Success Story in Specialty Coffee 
The Bancafe "Cluster" 

" , , 

v 
Since opening Its first cafe In 1997, Bancafe sales have nsen dramatically "I used to think that Instant 

coffee was the answer, but now, I'm making money In specialty coffee I may think about exporting 
directly some day, but I'm seiling all that I can produce and buy right here" (Steven Banya, Bancafe) 

Source Morutor Company, Inc 
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Exhibit ill 18 Clarifying Competitiveness 
The Ugandan Flowelr Industry Competitive Diamond 

+ Mild year round temperatures, 
long days of sunlight, fertile sOil 

+ Low, but rising wage rates 
- High transport costs 
- Highly-skilled workers 

expensive 
- New technology primarily 

comes from Europe and Israel 
- Poor road Infrastructure 
+ Initiating program for training In 

management, fertilization, and 
bUSiness activities at Makerere 
University 

MEDIUM 

+ ASSOCiation considering Innovative dlstnbutlon channels 
(supermarket, mass-market, dlrect-to-wholesaler) 

+ One company seiling directly to consumer through Dutch 
partnership 

+ 17 growers who began In 1993 or later 
- Main export IS baSIC rose which competes stnctly on price 
- All competitors producing virtually the same product 
- Little consumer knowledge 

LOW 

~ I Strategy I~ 

I Fa~11 I Demand I 

~ I Cluster I / 
+ Strong association support for bUSiness 

activities 
- Restrictive shipping faCIlities through airport 

MEDIUM 

V 

+ Local consumption of flowers 
low but growing (est 
$180,OOO/year) 

+ "Ugandans did not give flowers 
but today young Ugandans like 
them and give them as gifts" 

- No discernment of Ugandan 
product In International market 

LOW 

Ugandan flower producers sell baSIC, low-price undifferentiated flowers, the prices of which are 
volatile Producers are overdependent on baSIC factors such as low wages, sun, and sOil and lack 

SOURCE Interviews customer knowledge 

Source Momtor Company, Inc 
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Exhibit ill 19 Clarifying Competitiveness 
The Dutch Flower Industry Competitive Diamond 

I 

+ Favorable proximity to European 
markets 

+ Low transport costs to European 
markets 

+ Gas relatively Inexpensive 
+ High productiVity of workers 
- Heated greenhouse cultivation 

essential, government considering 
energy levy 

- ExpenSive land 
- Fertilizer and pesticide emissions to 

the sOil, air, and water meet 
increasingly stnngent environmental 
standards 

- High labor costs 
- Scarcity of labor 
+ Excellent roadway and airport 

network 
+ Advanced computer networks to 

track auction transactions (95% of 
production goes through auctions) 

+ ExtenSive advanced training 
courses and research, adequate 
capital to fund research 

+ Many growers have In-house 
research facIlities 

HIGH 

+ Heavy domestic rivalry (9,350 cut flower nurseries, 
1900 exporters) 

+ Technology leaders 
+ Differentiated product strategy 

HIGH 

/ ~trategy 1'--... 
I Factors I + I Demand I 

+ High local demand-- 61% of 
families buy flowers at least once 
every 4 months 

'" ~Iuster I / 
+ Strong local demand for new 

products 
HIGH 

+ LOgistiCS coordinated through auction houses, two largest 
auction housE1s account for 81 % of production 

+ High proportion of costs Incurred by grower offset by 
extremely effiCient lOgiStiCS system 

+ Research and technology from related sectors, I e 
vegetables 

+ Shared dlstn~utlon channels with flower bulb and tree 
nursery sectors 

+ Strong position In breeding and propagation 
+ Information and Innovation pass qUickly through network 

of sectors 
HIGH 

V 
Dutch compete on the baSIS of advanced factor conditions and an extremely effiCient logistics 

SOURCE Rabobank, Flower Council of Holland system 

Source MOl11tor Company, Inc 
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IV. MACRO-MICRO LINKAGES 

After analyzmg Uganda's natIonal competItIveness platform, export competItIveness and 
ftrm-Ievel competItIveness, the team exammed the mter-relatIOns between the macro/polIcy 
and IDlcro/strategy approaches The followmg observatIons were based on IntensIve hands­
on coachmg of Ugandan busIness owners and managers over a four-week penod 

AdaptIng the AustIn Pohcy Impact MatrIx (ExhibIt IV.I),l the team analyzed the Impacts 
ofpohcIes, openness, InstItutIOns, mfrastructure, ftnance and human resources on ftrm-Ievel 
operatIOns mcludIng marketIng, productIOn, organIzatIon and staffing 

IV.I Macro-MIcro LInkages as Triggers for ActIOn 

Frrm-Ievel Impacts can act as trIggers for reform If there IS a mechamsm for IdentIfymg and 
commumcatmg them It IS not dIfficult for ftrms to IdentIfy where governmental actIon or 
mactIon Impmges on theIr operatIOns It IS less obVIOUS that there are effectIve ways to buIld 
dIalogue, establIsh prIorItIes and take actIOn The followmg are examples of some of the 
more CrItIcal nnpacts as they affect the competItIveness of selected key mdustrIes m Uganda 

In the coffee mdustry (ExhibIt IV 2), the greatest Impact In recent years has been the 
government declSlon to prIvatIze most of the funCtIOns of the coffee board ThIs has, In part, 
helped further the boom m coffee exports that was Illustrated earlIer By prIVatIZIng these 
functIons, effiCIenCIes were Introduced In the system that have benefttted farmers ThIs has 
helped to Improve condItIons for Uganda's rural poor as Uganda's coffee Industry IS largely 
based on small-holder productIOn As farmers receIved more of the fob prIce at the farm 
gate, they also had a stronger mcentIve to produce 

In the cut flower mdustry (Exhibit IV 3), weak mfrastructure and underdeveloped human 
resource capacIty affect the abIlIty of flower exporters to compete m InternatIonal markets 
WIthOUt adequate refrIgeratIOn and cold storage faCIlItIes, Ugandan exporters cannot 
guarantee the qualIty of theIr products Tills IS espeCIally Important as cut flowers are now 
a illghly competItIve commodIty busmess TransportatIOn (lImIted flIghts to Europe, poor 
local road condItIons) IS also a major constramt Uganda IS also illghly dependent on 
European sources of technology and expertIse Efforts are underway at Makerere Umversity 
to Improve technIcal trammg In areas relevant to the flower mdustry, but human resource 
capaCIty IS stIll hmited The abIlIty of Ugandan cut flower exporters to capture addItIOnal 
value Will depend heaVIly on Improvements m supportIng mfrastructure and technIcal and 
managerIal trrumng 

1 The Austm Pollcy Impact MatrIX exammes the Impact of cntIcal government pollcy mstruments such as 
monetary pollcy, fiscal pollcy, foreIgn mvestment, trade promotIOn and sectoral mitIatIves on Important firm­
level operatIOns such as fmance, control, productIon, marketmg, human resources and management It IS 
Illustrated m ExhIbIt IV 1 at the end of tins sectIOn 

J E Austm ASSOCiates, Inc Page IV-I 
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In the fish mdustty (Exhibit N 4), the key Impact pomt IS at the mtersectIon of government 
health and samtary mstItutIOns and company exports to Europe The current mablhty to 
guarantee the health and safety of exported fish to the satIsfactIOn of European offiCIals 
and/or to negotIate and defend access to that market has caused a cut-offm exports to the 
cntical European market ThIs has hurt company sales, profits and Ugandan export revenue 
The European market for Ugandan fish IS hkely to be reopened But the uneven quahty of 
exported fish and the questIOns raIsed by those mterviewed regardmg mspectIOns and 
enforcement could stIll threaten the future of thIs mdustry, particularly m lIght of new WIO 
gUIdelInes on samtary standards 

For tounsm operators, the polIcy Impact pomts revolve around better commumcatIOns and 
mformatIcs capabIlItIes, cntlCal for market development More relIable energy supply IS 
Important to hotel operators Transport mfrastructure and safe water are Important for the 
tourIsm mdustry as well (Exhibit N 5) 

Durmg therr meetmg With PreSIdent Musevem, Ugandan manufacturers reported that one of 
therr bIggest dIfficultIes was the mabIhty to compete With smuggled goods whIle paymg 
Import dutIes and VAT Government trade polIcy Itself was not the problem Rather, It was 
the government's lack of equal polIcy enforcement and abIlIty to ensure a level playmg field 
Manufacturers also noted the sudden appearance of new taxes on benefits, such as 
mtematIOnal arr travel for famIly and dependents, that create dIfficultIes for the hmng and 
retentIon of foreIgn experts and managers The manufacturers had few problems With the 
deSIgn of duty drawback mcentIves, but therr finanCial operatIOns were bemg hurt by the 
delayed payments of these drawbacks The abIlIty of the GOU to secure and enforce more 
open trade agreements WIth East Afhcan countnes would seem to be VItal to the abIlIty of 
manufacturers to achIeve the scale necessary to compete (ExhibIt N 6) CompetItIOn polIcy 
has led the government to lIberalIze parts of the manufacturmg sector that enjoyed some 
earlIer protectIOn If the costs of basIC goods and servIces can be lowered through 
competItIOn, the average Ugandan Will benefit 

IV.2 Macro-MIcro Linkages: ReinforCIng Messages 

When multIple methodologIes appear dIfferent but come to SImIlar conclUSIOns, the result 
IS a message that can be qUIte compellIng If thIs message can be shown to make sense at 
the natIonal, mdustry and firm level, It may elICIt broader and deeper acceptance by the 
pnvate and publIc sector leadershIp and contrIbute to consensus for actIOn and a common 
VISIOn The exammatIOn of Uganda's "competItIveness" at a natIonal level usmg a polIcy­
onented approach and at the frrm level usmg the competitIve diamond approach generated 
mutually remforcmg messages for Uganda WhIle there are many such messages, the 
followmg are a few of the more salIent ones 
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Openness--The dIamond demonstrates the Importance of expOSIng firms and Industnes to 
large andngorous demand m the market mID stresses the cntIcal1.ll1portance of "openness" 
for natIOnal competItIveness These two messages are mutually reInforcIng Recent export 
growth results for Uganda provIde statIStICal support and further 1.ll1petus to resolve the 
remaImng constraInts to greater openness The emergence of a $40M/year fish export 
Industry m the 1990s IS one example 

LIberahzatIOn--The competItIve dIamond shows that reducmg barrIers to entry and 
enhancIng the Internal rIvalry of an mdustry Will lead to greater pressures for efficIency, 
upgradIng and overall competItIveness The exposure of the Ugandan economy to market 
forces and the ehnunatIOn of state monopolIes has spurred new Investment In competIng 
enterpnses that are lowermg the cost of goods for the average Ugandan ThIs IS also 
happenmg In certam manufacturIng sectors 

PnvatIzatIOn--The competItIve dIamond sheds lIght on why pnvatIzatIOn IS Important by 
stressIng the cntIcal value of supplIers WIthm a busIness cluster When pnvatIzatIOn has not 
reached CrItICal busIness servIce IndustrIes such as energy, transport and commumcatIons, 
most busmesses are affected by hIgher costs and less efficIency 

CommumcatIOns Infrastructure--The crItIcal Importance of exposure to end markets, 
supphers and sources of technology and InnovatIOn would IndIcate the key 1.ll1portance of 
proVIdIng greater access at lower cost to commumcatIOns technologIes ThIs IS movIng 
forward In Uganda even though telecommumcatIOns and InformatIcs costs are stIll hIgh 
Lower rates and expansIOn of access to InformatIcs and telecommumcatIOns not only make 
good economIC sense, but could also contrIbute to downstream competItIve advantage 
Improved commumcatIOn With customers and supplIers IS a first step to the deSIgn of more 
complex product-servIce cOmbInatIOns that earn Ugandan producers hIgher profits 

EducatIOn--The use of both macro and mICro perspectIves sheds lIght on the two-way 
lmkages between educatIOn/skills upgradIng and competItIve performance Macro-econonuc 
and polIcy studies have long pOInted to educatIOn as an 1.ll1portant drIver of econonuc 
growth 2 EconomIc growth also supports stronger educatIonal performance as countrIes 
dedlcatmg the same percentage of theIr GDP to educatIOn have more and more resources 
each year As more good Jobs become aVaIlable m competItIve IndustrIes, parents make 
addItIonal sacnfices to ensure that theIr chIldren receIve the educatIOn they need to take 
advantage of these opportumtIes MIcro-level analYSIS reInforces thIs message Those firms 
that pursue strategIes based on the sustamable advantage of hard-to-replIcate skills tend to 
have sustaInable competItIve advantages There IS a VIrtuOUS cycle of POSItIve Impacts 
between competItIve econonuc performance and the upgradIng of human skIlls Fum-level 
analYSIS wIll reveal those sIall sets that are m greatest demand and can thus help shape 

2 World Bank, The East ASian MIracle EconomIC Growth and Pubhc Pohcy, Oxford Oxford Umversity 
Press, 1993 See pages 193-203 
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educatIOnal cumculum accordmgly In Uganda, the team found that those compames 
pursumg competItive (versus comparative) advantage were placmg more emphaSIS on 
upgradmg the skllls and capabIlIties of then employees 

CorruptIon--Anecdotal eVIdence from compames m Uganda regardmg the prevalence of 
corruption IS remforced by the HIID ranklng whIch placed the country 7th from the bottom 
among 22 countrIes surveyed m terms of corruptIOn 3 

Export Strate~Ies Based on Pnmary Products--the competitive dIamond explams why 
busmess strategy based on natural factors such as raw matenal endowments IS not very 
profitable SImIlarly, macro-econOmIC studIes have Illustrated the correlation between low 
growth m GDP and over-relIance on pnmary and natural resource exports At the busmess 
level, export strategies based on pnmary products are easily replIcated and, as a result, pnces 
tend to fall over tIme as new entrants emerge The challenge for Uganda IS to contmue to 
dIverSIfy and upgrade ItS export base 

IV.3 ConflIctIng or Complementary Messages? 

The competitive dIamond approach to competitIveness places greater responSibilIty on the 
pnvate sector for concelvmg and Implementmg competitIve strategIes that form the basiS for 
mcreased productiVIty and mcome per-capIta PomtIng to firms such as HIlasal that became 
competItive even durmg EI Salvador's CivIl war, the approach encourages busmess leaders 
to look more closely at then customers and competltors than at theIr government polICIes 
The team challenged the local pnvate sector to do thIs durmg the mtenslve workshops m 
Kampala 

The natIOnal platform approach to competltlveness, by contrast, places greater emphaSIS on 
the role of government m econOmIC management, finanCIal sector regulatIOn, Infrastructure 
development and educatIOn 

The mteractIon of the two approaches leads the team to suggest the followmg 

• Countnes need not only sound polIcy but also sound busmess strategy, 
• CompetItIve response by busmess to pohcy reform IS not as automatIc as assumed, 
• The pnvate sector m transltlonal SItuatIOns may also need "reform" (or assistance m 

desIgmng and Implementmg better strategIes) 

If thIs IS correct, It would add support to Imtlatlves such as the World Bank BUDS project, 
and the USAID PRESTO and IDEA projects that are closely mvolved WIth the pnvate sector 
m makIng these dIfficult transItIons 

3 "AfrIcan CompetItIveness Report 1998," World EconomIC Forum, Geneva, SWItzerland, p 28 
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There may also be a seQuencmg Issue Durmg the early stages of econOmIC stabIlIzatIOn and 
reform (or transihon from a centrally planned economy), publIc pohcy and publIc mshtutlOns 
have greater Impact on prospects for econOmIC growth Over hme, sustamed growth m 
produchV1ty comes to depend more on the quality of pnvate sector leadershIp Pnvate sector 
deCISIOns regardmg mvestment, human resources and competItIVe strategy then become 
cruCIal to contmued rapId growth 

IntensIve mteraction WIth the Ugandan pnyate sector revealed lack of exposure to strategIc 
tools and approaches In addthon, It also revealed a confidence Issue, many busmess people 
do not belIeve that they can be compehhve, a factor whIch may further contnbute to mactIon 
W1ule much attenhon IS now bemg placed on upgradmg the skIlls of polIcy makers, mmImal 
attentIOn has been dIrected towards the Ugandan pnvate sector, whIch has also suffered over 
the last 20 years Consequently, thIs sechon ends With a questIOn Can mtenslve and 
prolonged exposure to competltlveness tools and techmques, as well as mternatlOnal sites 
of best practIce, foster Ugandan competltlveness? 
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Exhibit IV 2 

Coffee Cluster: PolIcy Impact Pomts 

Category Platform Element Company Impact Pomts 
Fmance Marketmg Prod'n Orgamzatwn & Staffing 

MacroeconOmIC Pohcles 
Monetary X 

Fiscal x x 
Trade x x 
Labor ll11111111um wage x x 
Labor expatnates x 
Capital ownerslup x X 

Capital repatnatlon x x 

Legal and InstitutIOnal Enabhng EnVIronment 

Appropnate commerclallegtSlation 
X X X 

FunctlOrungJudlclary or arbltratton 
X X X 

mecharusms 

Productive cIvil service X X X 

Tax collectIOn X X 

Customs x X 

Health and sarutary X X 

Busmess hcensmg X x 
Investment promotion X X 

Government procurements and 
contract awards nla 
PnvatlZatlOn x 

~ Coffee Board X x x 

Infrastructure - Cost and Service 
Safe water X 

Telecommurucatlons X 

Informatics x 
Energy X 

~ Transport x x 

Hnman Resources 
Literacy X X 

Education level X X x 
Techrucal and Managenal Trammg X X X 

~ ProductIVIty X X 

Health lrutlatlves X 

Note 
Refers to areas that have a large Impact on the competItIveness of Uganda's coffee sector 

Source J E Austm ASSOCiates Inc assessment Based on concepts In Austin James E "Managing 
m Developmg Countnes Strategic AnalYSIS and Operating Techmques New York 
The Free Press 1990 



Exhibit IV 3 

Flower Cluster. PolIcy Impact Pomts 

Category PlaifOM..atI Ele,r..ert Company Impact Pomts 
Fmance Marketmg Prod'n OrganlzatlOn & Staffmg 

Macroecononnc Pobcles 

Monetary x 
Fiscal x x 
Trade x x x 
Labor mmunumwage x x 
Labor expatriates x 
Capital ownerslup x x 
Capital repatriatIOn x x 

Legal and instItutIonal Enabbng EnVIrorunent 

Appropnate commercial legislation x x x 

FunctlOmngJudlclary or arbitration 
mechamsms 

x x x 

Productive Civil seJVIce x x x 
Tax collectIOn x x 
Customs x x x 
Health and samtary x x 
Busmess hcensmg x x 
Investinent promotIOn x x x 
Government procurements and 
contract awards nla 
Pnvahzahon nla 

Infrastrucrure - Cost and SerVice 
~ Water nla 

Telecommumcahons x x 
informatics x 
Energy x 

~ Transport x x 

Human Resources 
Literacy x 
Education level x x x 

~ Techrucal and Managenal Tralmng x x x 
ProductiVity X x 
Health Imhahves x 

Note 

Refers to areas that have a large Impact on the competitiveness of Uganda's flower sector 

Source J E Austm ASSOCiates Inc assessment Based on concepts m Austin James E 'Managmg 
m Developmg Countnes Strategic AnalYSIS and Operating Techruques New York 
The Free Press 1990 



EXlblt IV 4 

Fish Cluster PolIcy Impact POints 

Category Platform Element Company Impact Pomts 
Fmance Marketmg Prod'n Orgamzatwn & Staffmg 

Macroecononnc PObcles 
Monetary x 
FIscal x x 
Trade x x 
Labor mmunumwage x x 
Labor expatriates x 
CapItal ownershIp x x 
CapItal repatriatIOn x x 

Legal and Institutional Enablmg EnVIronment 

Appropnate commerclallegtslatton X X X 

FuncttonmgJudlClary or arbItratIon 
x x x mecharusms 

Producttve CIVIl servIce X X x 
Tax collectton x x 
Customs x '{ x 

• Health and sarutary x x x 
Busmess hcensmg x x 
Investment promotton x x 
Government procurements and 
contract awards nla 
Pnvattzatton nla 

Infrastrucrure - Cost and Servtce 
Safe water x x 
TelecommulUcattons x x x 

" lIllunn,UlL::' '{ 

Energy x 
Transport x x x 

Hnman Resources 
LIteracy X 

EducatIOn level X X x 
Techrucal and Managenal Trammg x x x 
ProductIVIty x x 
Health Imttattves X X 

Note 

Refers to areas that have a large Impact on the compebt1veness of Uganda's fish sector 

Source J E Austm ASSOCIates Inc assessment Based on concepts m Austm James E Managmg 
m Developmg Countries StrategIc AnalYSIS and Operatmg Techmques New York 
The Free Press 1990 



ExhibIt IV 5 

Tourism Cluster. PolIcy Impact Pomts 

Category Platform Element Company Impact Pomts 
Fmance Marketmg Prod'n Orgamzatwn & Staffmg 

Macroecononuc Pohcles 
Monetary X 

FIscal "{ X 

Trade X X 

Labor l1llI\1Il1um wage X X X 

Labor expatnates X X 

CapItal ownershtp x x X 

CapItal repatnatton X X X 

Legal and instItutIOnal Enabhng Envrrorunent 

Appropnate oommerclallegtslatlon 
x X 

FunctlOrung judIcIary or arbltratton 
x x 

mecharusms 

ProductIve CIVtl servIce X X X 

Tax collectton x x 
Customs x x x 
Health and Sanitary X X 

Busmess hcensmg x x 
Investment promotton x x 
Government procurements and 
contract awards n/a 
PnvatlZatton x 

Infrastructure - Cost and SerVice 

• .. 
• • 

Human Resources 

Note 

Source 

Safe water x x 
Telecommurucattons x x x 
Informattcs x 
Energy x 
Transport x x x x 

LIteracy x x x 
EducatIon level x x x 
Techtuoal and Managerial Trammg x x x 
Producttvlty X X X 

Health Iruttattves x 

Refers to areas that have a large Impact on the competItiveness of Uganda's tounsm sector 

J E Austm AssocIates Inc assessment Based on concepts m Austm James E Managmg 
m Developmg Countnes StrategIc AnalYSIS and Operatmg Techruques ' New York 
The Free Press 1990 



Exhibit IV 6 

Manufactunng Cluster: Pohcy Impact Pomts 

Category Platform Element Company Impact Pomts 
FUlance Marketutg Prod'n Organ,zatwn & StaffUlg 

Macroecononnc Pohcles 
Monetary x 
Fiscal Duty Drawbacks x X 

~ Trade x 
Labor nummumwage X x 
Labor expatriates X X 

Capital ownerslup x x 
Capital repatrlatton X x 

~ Compeltton Pohcy 

Legal and InstItutIOnal Enabhng EnVIronment 

Appropnate commerclallegtslatton X X X 

FuncttomngJudlclary or arbItratton 
mecharusms x x x 

Producttve C1V1l servtce X X X 

~ Tax collectton x x 
~ Customs x x X 

Health and sarutary x x 
Busmess hcensmg x x 

~ Investment promotIOn X X 

Government procurements and 
contract awards x x X 

PnvattzatIOn x x 

Infrastructure - Cost and SerVice 

Human Resources 

Note 

Source 

Safe water X n/a 
Telecommurucattons x x x 
Infonnattcs X X x 
Energy x 
Transport x x x 

LIteracy X X 

Educatton level x x x 
Techrucal and Managenal Trammg x x X 

ProductMty X X 

Health Intttabves X X 

Refers to areas that have a large Impact on the competttIveness of Uganda's manufactunng sector 

J E Austm AsSOCIates Inc assessment Based on concepts m Austm, James E "Managmg 
m Developmg Countnes StrategIc AnalYSIS and Operatmg Techmques 'New York 
The Free Press 1990 
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V CONCLUSIONS AND RECOMMENDATIONS 

Tlus exerCIse has demonstrated the Importance of competItIveness for both natIonal 
objectIves and company-level goals It has shown the Imkages between Important natIOnal 
polICIes and the operatIOns of pnvate compames It has proVIded mutually remforcmg 
messages from dIfferent startIng pomts usmg dIfferent methodologIes On the baSIS of this, 
the team makes the follOWIng recommendatIOns for next steps 

Mmlstry of Fmance and pnvate sector offiCials have suggested conductmg a 3-day retreat 
to formulate a common VISIon for Ugandan competItIveness. Momtor Company has offered 
to host such a retreat m Boston to faCIlItate this effort and to transfer the tools and 
technologIes of competItIveness to Ugandan leaders AlternatIvely, such a retreat could be 
held m Uganda 

The GOU should form a hIgh-level mter-mlmstenal competItIveness commlttee$ chaIred by 
eIther the PresIdent ofU ganda or the Mlmst:1:y ofFmance$ to momtor the ImplementatIon and 
coordmatIon of all polICIes and ImtIatIves related to this The December 1997 report of the 
5th PresIdentIal Forum on BroadenIng Pnvate Sector Growth noted that "government polICIes 
are not coordmated ,,4 CompetItIveness reqUIres conSIstency m polICIes related to trade, 
mvestment, tax, iabor, reguianon, educanon, heahh and msnrumms, among others 

The mter-mImstenal commIttee should focus on creatmg a natIOnal platform for Ugandan 
competItIveness but should not t:1:y to pIck "WInners and losers" or SUbsIdlze$ fund or protect 
them from VIgOroUS competItIOn Whtle one understands the ImperatIve of bUIldmg a 
manufacturmg base (manufactured exports are aSSOCiated WIth high growth rates), the 
mdustnes often mentIOned for GOU attentIOn may not be the most competItIve EXIstmg 
venture capItal or eqUIty funds that now eXIst m the regIOn are better placed m makIng such 
mvestment deCISIons 

The pnvate sector$ under the umbrella of the Pnvate Sector FoundatIOn$ can Implement ItS 
own competItIveness program As the new umbrella orgamzatIon for prIvate sector 
aSSOCIatIOns, the PrIvate Sector FoundatIOn (PSF) can undertake several ImtIatIves It was 
beyond the scope of thIS exerCIse to conduct an m-depth competItIveness exerCIse m key 
mdustry clusters, but such aSSIstance IS needed VISItS by key mdustry leaders and 
compames to countrIes where theIr mdustnes are competItIve would be helpful 

Busmess asSOCiatIons can help members achieve competItIveness by focusmg dISCUSSIOn on 
mdust:1:y strategy. The aVaIlabIlIty of the Internet and World WIde Web m Uganda prOVIdes 
new opportunItIes for mformmg and advlsmg membership The asSOCiatIOn should go 
beyond the common role of coordmatIOn, lobbymg, InformatIOn and traInIng, and actIvely 
focus attentIOn on the competItIve challenges mentIOned above 

4 "5 th Presldentlal Forum on Broadenmg PrIvate Sector Growth," Kampala, Uganda, p 7 
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Donor efforts can contmue to assIst the pnvate and publIc sector m thIs endeavor Donors 
are engaged m mdustry-level operatIOns usmg demand-dnven mechanIsms The World Bank 
BUDS project and the USAID IDEA and PRESTO projects are focusmg on the role of the 
pnvate sector and support the growth of pnvate enterpnse Competitiveness approaches can 
be bill It mto such projects The co-financmg mechanIsms that reqUITe pnvate companIes to 
put up capItal are partIcularly Important 

The team recommends that donors focus on strategIC donor aSSIstance. whIch would Imk 
competitIve clusters m the home countrIes With emergmg mdustry clusters m Uganda 
Perhaps Ugandan busmesses could be Imked to U S textJ.le manufacturers now that PreSident 
Musevem and PreSIdent Clmton have agreed that better use should be made of the U S 
textile quota The U S could also explore mformatIcs hnkages, whIle the UK could focus 
on the tounsm cluster Contmental Europeans could proVIde cntIcal assistance to the fish 
export mdustry, whIch would also help safeguard the quality of Imported fish Europeans 
could also prOVIde aSSIstance to the coffee cluster m terms of technology and customer 
learmng PreSIdent Musevem has been urgmg local mvestors to become mvolved m coffee 
processmg, vegetable OIls and textIles Perhaps USAID and other donors should be engagmg 
PreSIdent Musevem on thIs and other Issues that seem to be of VItal Importance to hIs own 
econOmIC growth strategy Perhaps CargIll or other agnbusmess groups could undertake a 
feaSIbIlIty study of a vegetable 011 processmg faCIlIty m Uganda, or other projects whIch 
could add value to Uganda's natural resources 

Uganda's competitiveness need not be lImIted to agnculture. manufacturmg and tourIsm 
There are many other unexplored opportunIties The team notes that each year servIces 
contnbute a larger part of world GDP and compnse over 50% of GDP m a number of 
developed countrIes At some pomt, Uganda Will become mvolved m the export of servIces 
Jobs based on mformatIOn transfer could also help overcome Uganda's geographIc Isolation 
ThIs IS an mdustry that by defimtlon mvests m the skIlls of people ServIce exports are now 
generatmg foreIgn exchange They are not based on a fixed resource There IS now a trend 
towards the export of servIce Jobs m countrIes hke India, Gabon, ZImbabwe and Sao Tome 
ExplOItation ofthIs opportunIty Will be up to the pnvate sector The GOU can layout the 
VISIon and create some of the pre-condItions, such as an mformatIon park on the campus of 
Makerere Umversity 

In conclUSIOn, the macro and mIcro competItiveness approaches used m thts exerCIse have 
hIghlIghted the challenges facmg both the GOU and the pnvate sector The team belIeves 
that the leadershIp m Uganda IS very receptive and pOIsed to move beyond a reformed 
enablIng enVIronment to a competItive envITonment--the basIS for sustrumng the pOSItive 
trends of the last 10 years 
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Now that many countries have 1mplemented macro-economic reform 
programs, there are new possib111tiea for achieving rap1d, susta1ned, 
and broad-based economic growth led by the private sector However, 
years of eoc1alist p011ciee, 1nward-looking trade barriers, and over­
regulat~on have led to an iSOlation from markets, technologies, and 
bus1neaa pract~ces which are needed to compete internationally There 
~s a need to help bridge the gap by prov1ding a sober and obJect1ve 
aSS6asment of the areas of opportunity Countries wh~oh have 
implemented difficult reforms are anxious to see tang1ble results in 
the short term so as to mainta1n polit1cal support for these often 
controversial reform po11cies If areas of comparat1ve and 
competit1ve advantage can be 1dent1f1ed qu1ckly. this can help 
exped1te the 1nvestment and econom~c growth Wh1Ch is des~red 

Meanwh1le, a number of new tools now exist which can help policy 
makers and bU81ness leaders 1dentify the areas of opportun~ty w~thin 
their economy for generat1ng new employment and exports and for 
achiev1ng a susta1nable compet1tive advantage Some of these tools 
are based on the exper~enceB of h1gh-growth East AS1an countr1es 
Othera are based on the work of noted econom1sta St11l others have 
been developed by groups such as IMD and the World Economic Forum in 
SW1tzerland M1chael Porter at Harvard and the Boston-based Monitor 
company 

It would be helpful to provide business leaders, government offiC1als 
and potent1al international investors with an object1ve analysis of 
the economLC sectors in wh1ch the hoat country is l1kely to have a 
compet1t~ve advantage It is 1mportant to point out that countr1es do 

'not ~competeH w1th other countries as companies compete with other 
companies Trade among countries tends to generate aign1f1cant 
benef1ts Countr1ea at times compete for Scarce donor resources and 
even for spec1fic multinat10nal d1rect 1nveetmente but they do not go 
out of business when they fall beh1nd As a result, a focus needs to 
be placed on help~ng local leaders ident~fy the actions which create 
an env~ronment conduc~ve for the growth and suocess of compet~tive 
f1rms 

The general Ob)ective of this Order ~B to assist 1n ach~ev~ng rapid, 
broad-based and susta1nable growth through the st1IDulat10n of private 
investment, employment, and trade through the prov1B~on of an analys1s 
of sectors and ~ndustr~ea 1n which the host country is likely to have 
a compet~t1ve advantage 
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a For the HOQt GQVernment To identify those eoonom~c sectors 
and industries which are likely to enJoy compet~tive 
advantage and potent~al for making the largest impact on 
employment, GDP growth, export generation, and private 
~nveBtment mob1lization, and to ascertain thoBe supportive 
act10ns (~nfrastructure, educat~on, regulatory, etc) Wh1Ch 
can best bring this about The effort shall focus on 
~dent~fying current obstacles which could be removed by 
government and which most affect the compet~t~vene8B of 
f~rms operat1ng in the country 

b For tbt Domestic Pr~vate SeRtor To ident~fy thoae sectors 
~nd industries wh~ch may be particularly prom~sing for local 
business in terms of achLeving sustainable competitive 
advantage and those sectors which may prov1de the best 
opportunities for ~nveBtment The effort shall focus on 
identifying those act10na wh~ch ehe pr~vate sector must 
take, individually o~ through their representat~ve 
assoc~ationa to achieve greater compet~tivenesB 

c For Internat1Qnal InyestQrB To identify part1cularly 
attract~ve advantages 1n the host country for ~nternat10nal 
investors and h~gh11ght those sec~orB which provide 
attractive opportun1t1es 

d For USArD and Other QonQr~ To develop the prototype for an 
analytical framework Which could be of use ~n other 
countr~eB in ~he ~mmed~ate stages following structural 
adJustment reform or even other contexts and ~n the case of 
the host country to create an agenda for act10n 

\ ARTICLE III SCOPE OF WORK 

The Contractor shall perform ~n accordance w1th the followLng 

a The contractor shall f1rst develop a detailed 
methodology/workplan and proposed oueline of the final 
report for the Country Compet~t~veness Analys1s based on the 
lessons learned and the analytical work done 1n recent 
years The contractor shall subm~t th~s workplan and 
outline to the USAID COTR and the local m1SS10n for review 
and comment 

b Opon acceptance of the workplan and outl~ne by USAlD, the 
contractor'S team leader shall travel to the host country 
and meet with the USAXD Miss~on, government and pr~vate 
sector leaders and other donors to determ1ne the speoific 



Coopere and Lybrand 
PCE-Q-OO-93-0003~-OO 
Del~very Order No 83 
Pag$ 4. 

interests of ata~eholdera ~n th~a study, set up dates and 
plans for subsequent presentation of the f~ndinga, and 
l~Bten to guidance ~nd feedback from the stakeholders who 
w11l be consulted about the local obJectives, 1nteresta and 
p01nts of view regarding the methodology and the final 
product 

c The contractor shall gather data from the World Bank UN, 
bepartment of commerce, Internet and other sources and then 
prepare a competit~veneas analys1s baaed on a number of 
analytical tools, such as Po11cy Impaot Framework, 
Comparative Policy Analysis, Investment-output Analysis, 
Pr1vate Sector Mapping the Michael Porter methodologies, 
and the IMD and World Economic Forum competit1veness 
rankinga The result shall be a Country Compet1tiveness 
~lysis illustrating particular strengths and weaknesses of 
the host country and h1ghlight1ng those sectors and 
industries which offer attract~ve opportUllLt1es for 
investment and for achiev~ng a austainab~e compet~t~ve 
advantage Recommendat~ons for the public and private 
sector and for donors shall ~l$o be made 

d The contractor's team leader sha~l travel to Uganda and 
present th~s study to private and public sector leaders and 
to local donors, ~ncluding USAID Feedback shall be 
receLved and d~alogue generated The team leader shall 
facLlLtate sessions w~th stakeholders in which they shall 
develop an action agenda baaed on the find1ngs of the 
stud1es This action agenda shall include measures that 
must be taken by the government, by the pr1vate sector, by 
non-governmental organizat1ona and by donora to ~mprove the 
compet1tLveness of f1rmB operating ~n the country 

e The contractor aha~l prepare the tinal report which shall 
Lnclude stakeholder feedback and input from those who 
attended the presentat10n BeSs~ons in the host country 

The ~ontractor shall prov~de the follow1ng deliverables 

a A deta11ed methodology/workplan and proposed out11ue of the 
f1nal report 

b 2-4 preaentat10ns wh~ch shall focus on creat1ng an act10n 
agenda ~n the host country utiliz1ng approximately so 
sl:tdes 

C A draft of the f1nal report to be submitted to the USAID 
COTR and the local m1B6~on prior to leav1ng the hosC 
country 
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d A !inal report of approximately so pages of text and 50 
pages of exhibits and annexes The final report shall 
incorporate Mission feedback 

Within 3 weeks of the effective date of the order, the 
methcdology!workplan and proposed outline of the repo~t shall be 
developed and the team leader shall begin t~avel to the host country, 
a trip of approximately ~o days ~n-country 

The study shall then be completed over the next two months Upon 
completion of th~ draft report, the team leader ahall return to 
prasent the report at a aeries of p~esentationa lasting approximately 
~o days in the host oountry Feedback shall be obtained ~n the field 
~d additional feedback from USAID shall also be obtained 
The final report shall be provided within three weeks ot rece1ving 
final feedback 
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