


N o t e

U N C TAD serves as the focal point within the United Nations Secretariat for all matters related to fo re i g n
d i rect investment (FDI) and transnational corporations (TNCs).In the past, the Programme on Tr a n s n a t i o n a l
Corporations was carried out by the United Nations Centre on Transnational Corporations (1975-1992) and
the Transnational Corporations and Management Division of the United Nations Department of Economic
and Social Development (1992-1 9 9 3 ) . In 1993, the Programme was transfe rred to the United Nations
C o n fe rence on Trade and Deve l o p m e n t . U N C TAD seeks to further understanding of the nature of  T N C s
and their contribution to development and to create an enabling env i ronment for international inve s t m e n t
and enterprise deve l o p m e n t . U N C TA D ’s work is carried out through intergovernmental deliberations,
technical assistance activities, s e m i n a r s , workshops and confe re n c e s .

The term «country» as used in this study also re fe r s , as ap p ro p r i a t e, to territories or are a s ; t h e
designations employe d , and the presentation of the material do not imply the expression of any opinion
w h a t s o ever on the part of the Secretariat of the United Nations concerning the legal status of any country,
t e rr i t o ry, city or area or of its authorities, or concerning the delimitation of its frontiers or boundaries. I n
a dd i t i o n , the designations of country groups are intended solely for statistical or analytical convenience and
do not necessarily express a judgement about the stage of development reached by a particular country or
a rea in the development pro c e s s .

The fo l l owing symbols have been used in the tables:

Two dots (..) indicate that data are not available or are not separately re p o rt e d .R ows in tables have been
omitted in those cases where no data are available for any of the elements in the row ;

A dash (-) indicates that the item is equal to zero or its value is negligible;

A blank in a table indicates that the item is not ap p l i c a b l e, unless otherwise indicated.

A slash (/) between dates re p resenting years (e. g . 1 9 9 4 / 9 5 ) , indicates a financial ye a r;

Use of a hyphen (-) between dates re p resenting years (e. g . 1 9 9 4-1 9 9 5 ) , signifies the full period invo l ve d ,
including the beginning and end of ye a r s .

R e fe rence to «dollars» ($) means United States dollars, unless otherwise indicated.

A n nual rates of growth or change, unless otherwise stated, re fer to annual compound rates.

Details and percentages in tables do not necessarily add to totals because of ro u n d i n g .

The material contained in this study may be fre e ly quoted with ap p ropriate acknow l e d g e m e n t .
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PREFACE 

The UNCTAD Investment Policy Reviews are intended to familiarize Governments and the international
private sector with an individual country’s investment environment and policies. The reviews are presented
at the UNCTAD Commission on Investment, Technology and Enterprise Development.

The Investment Policy Review of Uganda was initiated at the request of the Government of Uganda. The
Uganda Investment Authority is the implementing agency and the Ministry of Finance and Planning, the 
cooperating agency. The project is financed jointly by the United Nations Development Programme and the
Government of Switzerland.

The Review was carried out through a fact-finding mission in September 1998. Meetings were held with
relevant government ministeries and statutory authorities, the private sector and the international
community. The analysis and evaluation in this report draws on information gained during these interviews.
Complementary activities were also carried out: a survey of foreign investors based in Uganda, 22 sectoral
investment profiles, and a survey of investors in home countries.

The review was presented at a national workshop on 23 September 1999, and was considered by the
UNCTAD Commission on Investment, Technology and Related Financial Matters on 5 October 1999. The
recommendations of the Review have been endorsed by the Government and a follow-up programme is
under way with the support of the United Nations Development Programme.

This report has benefited from the contribution of national and international experts. The national
experts included Inter Africa Corporate Ltd and the Economic Policy Research Centre, while the Uganda
Investment  Authority commissioned 22 sector profiles. The international experts included Rory Allan,
Mike Faber, Pierre Hostettler, Jagadeesan Jegathesan and Charles Yeterain. The UNCTAD staff include Lena
Chia, Khalil Hamdani, and Prasada Reddy.

It is hoped that the analyses and recommendations emanating from this review will promote awareness
of the investment environment, contribute to an improvement of policies and catalyse increased investment
in Uganda.



1

INTRODUCTION

O ver the past decade the Government of Uganda has reversed earlier policy and management failures that we re
so destructive of the economy and the investment climate. Economic fundamentals have been re s t o re d , the exiled
business community has been invited back and State commercial misadve n t u res are being corrected thro u g h
p r i v a t i z a t i o n .The results are evident (see table 1): income per capita is rising in real terms, inflation is down from thre e
digits in the late 1980s to less than 7 per cent for the last five ye a r s , and re s e rves are up from a we e k ’s cover of import s
to 4.5 months. Uganda has also earned the right to be the first beneficiary of the World Bank/IMF initiative on debt
relief for heav i ly indebted poor countries (HIPC Initiative ) .

O ve r a l l , these achievements have helped re s t o re investor and donor confidence, and have established Uganda
as a country of re l a t i ve stability in the region – the pearl of A f r i c a .1

The challenge for Uganda is now to go beyond re c ove ry.The many positive developments since 1991 have been
rew a rded by a significant and ve ry satisfying revival of domestic and fo reign investment . The Government needs to
t a ke a number of actions to ensure that this revival is sustained and that Uganda realize its undoubted potential to
attract much more FDI.The revival of investment and economic activity is part ly a reflection of how fast the economy
was prev i o u s ly destroying wealth – in Wall Street terms: «a dead cat bounce». Once the catch-up investments are
m a d e, i nvestors will need to shift their sights to the development of new products and marke t s . T h e re are ample
o p p o rtunities for investment in new areas in which Uganda has potential competitive advantage, thanks to a dive r s i f i e d
natural re s o u rce base and a growing regional marke t . But tapping these opportunities will re q u i re continuing public
e f fo rts to improve the microeconomic env i ronment in which firms operate. I n f r a s t r u c t u re and human re s o u rc e
d evelopment deserve priority attention, by the Government and the international donor commu n i t y.

The need for Uganda to continue the momentum of re c ove ry tow a rds sustainable development is the central
message of this re p o rt . C h apter I  summarizes FDI trends and the improved economic and investment climate which
h ave placed Uganda as one of the front runners in inward FDI in recent ye a r s . The inflows have helped to re s t o re
p ro d u c t i ve capacity and to diversify export s . S eve re infrastructural constraints and the small market size inhibit the
n e a r- term realization of Uganda’s full FDI potential, but there are opportunities to sustain new investment inflow s .
In the longer term, infrastructural constraints must be tackled in order to realize a vision of Uganda as a leading wo r l d
p roducer of high quality agro - p ro d u c t s .

C h apter I1 rev i ews the policy and operational framework for FDI.The Government has created a liberal climate
c o n d u c i ve to business. R e forms of fo reign exchange controls and taxation policies, in part i c u l a r, h ave been
implemented to high standards of international practice. I m p o rtant but difficult re fo r m s , such as land ow n e r s h i p, a re
being tackled.The quality of these re forms has ove rt a ken the provisions of the Investment Code of 1991, which should
be revamped in line with the liberal climate.

C h apter III considers opportunities for FDI in utilities, i n f r a s t r u c t u re and financial serv i c e s .While these sectors
do present some potential for FDI, including through privatization, t h ey face two principal constraints. F i r s t ,
c o m m e rcial opportunities are limited by the small domestic marke t . S e c o n d , the re g u l a t o ry framework is not
s u f f i c i e n t ly developed to provide a clear structure for FDI. The small size of the economy means that Uganda mu s t
work exceptionally hard on its re g u l a t o ry framework to attract substantial investment from major international
i nve s t o r s .

C h apter IV p rovides an Eight-Point  Action Plan on Investment Pro m o t i o n .The strategy emphasizes a «Big Push»
for a dramatic and sustained set of actions to ove rcome institutional and structural bottlenecks.

C h apter V draws the main conclusions and highlights priority actions to attract greater inflows of FDI.

1 In characterizing Uganda as the pearl of A f r i c a , Sir Winston Churchill said «My counsel is, concentrate upon Uganda! Now h e re else in
Africa will a little money go so far.N ow h e re else will the results be more brilliant, m o re substantial or more rap i d ly realized..It is the Pe a r l
of A f r i c a » . Winston S. C h u rc h i l l , «My African Jo u r n ey» 1908.
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Table 1.–Indicators of macroeconomic performance, 1991-1997

KEY INDICA TOR 1991 1992 1993 1994 1995 1996 1997

Real GDP Growth (per cent) 5.4 3.2 8.3 6.1 11.2 9.4 5.3

GNP per capita ($) 260.0 200.0 190.0 190.0 250.0 300.0 330.0

GDI as a per cent of GDP 15.2 15.9 15.2 14.7 16.4 15.3 15.3

Private Investment as a per cent of GDP 7.8 8.5 8.5 9.2 10.1 10.1 10.4

Savings as a per cent of GDP 0.7 0.4 1.1 4.1 7.1 5.4 7.9

FDI inflows ($ millions) 1.0 3.0 55.0 88.0 121.0 121.0 250.0

FDI as a per cent of GDP 0 0 2.0 2.0 2.0 2.0 3.8

Import coverage ratio of reserves 1.0 2.0 2.0 4.0 4.0 4.0 4.5
(months of import of goods and services)

Source: African Development Indicators 1998/99, World Bank Indicators 1997 and Ministry of Finance and Planning, Uganda.
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