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Introduction
The Uganda 2021-2022 budget read by Hon. Amos Lugolobi
detailed a resource envelope of Shs 44.7 trillion excluding
domestic debt refinancing, and Shs 714.9 million less than
the past year.
Under the theme “Industrialisation for Inclusive Growth,
Employment and Wealth Creation'', Hon. Lugolobi emphasized the need to increase the pace of industrialization
in order to boost economic growth across various sectors.
Despite the impact of the COVID-19 pandemic on the
health, economic and social status of Ugandans, the government is projecting the economy to grow by 3.3 per
cent in the next financial year. The size of the economy
has grown from Shs 108.5 trillion in 2016/17 to Shs 148.3
trillion in current prices by June 2021, equivalent to $40
billion. Below are key highlights identified to guide you as
you review your business strategy for the year ahead.

Areas Of Focus
Digital transformation
Information Communication Technology (ICT) is key in
enhancing socio-economic transformation and improving
efficiency, and productivity. Internet access now stands at
52 per cent with 21 million people using the internet. Active
mobile money subscriptions are 23 million, served by
235,800 mobile money agents. High-speed optical fibre
cable covers 3,900 kilometres.
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With the support of the ICT Innovation Fund, 115
applications for both private and government use, including
E-Governance have been developed in advancement to
self-sustainability as a country.
The major priorities for Financial Year 2021/22 will include;
▶

Extension of broadband ICT infrastructure up to
the sub-county level.

▶

Expanding the Digital Terrestrial Television and
Radio

Broadcasting

network

to

facilitate

tele-education for learners.
▶

Facilitating the development of software solutions to support E-Governance, E-Commerce
and E-Payments among other things.

▶

The excise duty on Over the Top services (OTT)
will be scrapped and replaced by a harmonized
excise duty rate of 12 per cent on airtime,
value-added services and internet data excluding data for the provision of medical services
and the provision of education services.

▶

Government has allocated Shs 134.9 billion to
enhance the digitization of the economy.
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Human capital development
The quality of life of Ugandans has improved over the last
five years. Life expectancy has increased from the lowest
level of 44 years in 1998 to 63 years today. Literacy rates
have improved to 76 per cent of the population. In addition,
the following progress has been made;
▶

5.4 million home study books were distributed to
private and public primary and secondary schools and
270 teachers were trained in Early Grade reading
methods for pre-primary schooling, as part of the Early
Childhood Development curriculum rollout this year.
About 14,350 teachers were trained to provide psycho-social support during the COVID-19 pandemic.

▶

Safe water coverage is estimated at 68 per cent
and 71 per cent in rural and urban areas respectively.
Consequently, 48,000 villages, representing 70 per
cent of all villages, have at least a source of water. In
urban water supply, National Water and Sewerage Corporation has extended 954 Kilometres of water mains
and 49,000 new customers have been connected.

▶

Access to healthcare as measured by the proportion of
people within a 5-kilometre radius of a health facility now stands at 91 per cent. In terms of functionality,
81 per cent of Health Centre IVs offer caesarean section
while 51 per cent offer both caesarean section and
blood transfusion.
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Private sector development
To support the recovery of business, government stepped in by;
▶

Postponing private sector loans totalling Shs 7.3
trillion, representing 43 per cent of all loans, a quarter
of which were loans in Tourism, Trade and Commerce.

▶

Providing tax relief totalling Shs 2 trillion to businesses disrupted by COVID-19.

▶

Government also paid Shs 677 billion in arrears to
private sector firms it owed in order to ease their
liquidity.

▶

Allocating Shs 555 billion to finance manufacturing,
agribusinesses and other private sector firms
affected by the COVID-19 pandemic through the
Uganda Development Bank.

▶

Seed capital amounting to Shs 416 billion was provided
to the youth, women entrepreneurs and Emyooga
thus boosting businesses within the Private Sector,
especially Micro, Small and Medium (MSME) Enterprises by extending COVID-19 relief measures, increasing
regional and continental market access, access to long
term affordable capital and supporting entrepreneurial development.

▶

The restructuring of private sector bank loans has
been further extended from April 1, 2021 for more than
six months, allowing restructuring of loans up to three
times. This restructuring can be applied for by any borrower at any time before September 30, 2021.
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Innovation and technology development
▶

Scientific research and innovation is now transforming
Uganda’s industrial base. For instance, the Kiira Automotive Industry that will produce 5,000 premium
zero-emissions vehicles per year starting with buses
and trucks is now 78 percent complete.

▶

Applied Research in science, technology and innovation are key to industrialization and socio-economic
transformation.

▶

The construction of the National Automotive Park
will commence next year. Feasibility studies for
Regional Science and Technology Parks and Technology and Business Incubators will also be carried out.

▶

Technology development for the manufacture of Personal Protective Equipment (PPE), Diagnostics and
Bio-medical science, Immunology, Vaccines and Digital Applications will be further supported.

▶

Shs 358.5 billion has been earmarked for innovation
and technological development.
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Tourism development
International trade flourished despite COVID-19. Unfortunately,
the outbreak of COVID-19 has caused a huge setback to tourism.
Annual foreign exchange earnings from tourism had increased
from $1.35 million in 2015 to $1.6 billion in 2018. Annual tourist
arrivals had also increased from 1.3 million to 1.5 million during
the same period.
▶

Shs 181 billion has been set aside for tourism development

Sustainable energy development
Building capacity to meet the energy needs of Uganda’s
population in an environmentally sustainable manner is a major
national priority. Key interventions include: ▶

Further development of generation, transmission and
distribution capacity

▶

Increasing electricity by implementing the free Electricity
Connections Policy

▶

Reducing energy losses and curbing vandalism of electricity infrastructure

▶

Provide affordable electricity tariffs, including the power
subsidy of $5 cents for manufacturers who qualify as
extra-large industrial consumers;

▶

Promote renewable energy, energy efficiency and conservation

Shs 1.1 trillion has been allocated in the budget for Financial
Year 2021/22 for the development of energy infrastructure and
services. Out of this, Shs 646.2 billion is earmarked for Rural
Electrification.
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Agro-industrialisation
Agriculture remains the mainstay of livelihoods for the vast
majority of Ugandans in rural areas who engage in primary
production and related non-farm activity. The key to rapid
socio-economic transformation rests on unlocking the potential
of

agriculture

through

aggressive

industrialisation.

Agro-industrialization will be achieved through the following
strategic actions;
▶

Develop Commodity Value Chains linking national,
regional, district and sub-county level commodity off-takers to private nucleus farmers. This will enable the production of the 14 key commodities under the Parish Development Model, including maize, cassava, banana, beans, Irish
potato, sweet potato, millet, sugar cane, cattle (beef), dairy,
coffee, tea, cocoa and fish

▶

Multiply fish, poultry and crop technologies developed
by National Agricultural Research Organisation and
improved breeding stock by National Animal Resources
Centre and Databank (NAGRC & DB) to be replicated
across the country using the Parish Development Model

▶

Build

warehouse

storage

capacity at the parish,

sub-county, district and regional centres with adequate
equipment to address post-harvest losses
▶

Provide affordable long term agricultural financing and
insurance to de-risk entrepreneurs at all levels of the
Commodity Value Chain

▶

Expedite the licensing of digitized commodity markets
linked to the 750,000 MT capacity of warehouse infrastructure countrywide

In total, Shs 1.67 trillion has been allocated to support
agro-industrialization initiatives in the next financial year.

BUDGET INSIGHTS (2021-2022)

9

Implications and Response
So, how does this year's national budget affect our ecosystem?
In light of the budget, businesses should look to;
1. Leverage opportunities presented in the 2021-22 budget.
Businesses should explore the incentives presented through
subsidies, loan postponement and tax relief.
2. Explore ways to unlock bottlenecks in their service/product
delivery through inter-industry collaborations to realize growth
and economies of scale opportunities.
For example, the 12 per cent excise duty on data excluding that
used for provision of medical and education services, in the long
run, is bound to hold back the country’s goals towards internet
access and business goals. The failure of Over The Top tax gives
the government a more effective way to collect tax revenue
from telecommunication companies. However, this will give
companies the liberty to increase their prices thus discourage
internet

use.

Despite

the

challenges

presented,

as

a

telecommunication company, there is an opportunity to
compete on the market by providing competitive pricing
options to customers by creatively reducing costs of service
production. On the other hand, businesses should look to
maximize the advantages of economies of scale. By increasing
the scale of business, a company holds the upper hand in
negotiating the best data bundles a telecommunication
company can offer.
The initiatives presented by the government look to level the
playing field for all sectors to play a role towards wealth creation
and the race to a digitized economy leaves behind no sector.
The past year has seen a rise in online applications led by
e-payment
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and

e-commerce

platforms.

In

regards

10

to

agriculture, there are online platforms that have been put in
place to mitigate challenges along the value chain from farmer
to market. Agribusiness should look to leverage the Shs1.67
trillion set aside for agro-industrialization by collaborating with
top tier manufacturers, Small and Medium Enterprises, and the
farmer at the bottom of the pyramid through Savings and
Credit Cooperative Organisations (SACCOs).
Under agro-industrialization, banks, insurance companies and
Fintechs can offer a wider variety of financing options to farmers
to enable them to meet demand while maintaining low
production

costs.

The

new

tech

solutions

by

National

Agricultural Research Organisation, National Animal Resources
Centre and Databank (NAGRC & DB) track transactions along
the commodity value chain thus reducing the risk financial
firms face from farmers.
A large part of Tech-advanced companies is dedicated to
research and development. There is an opportunity for
companies well advanced in technology and innovation, and
looking to spearhead the Ugandan economy to participate in
feasibility studies for Regional Science and Technology Parks
and Technology and Business Incubators. Positive results from
these studies could potentially reduce their Research and
Development

costs

through

partner

collaborations.

Additionally, companies such as Kiira motors will benefit from
the planned construction of a national automotive park as a
research centre for groundbreaking innovations for the Uganda
automotive industry in the future.
Micro, Small and Medium (MSME) Enterprise owners can
potentially benefit through COVID-19 relief measures, increased
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regional and continental market access, access to long term
affordable capital and entrepreneurial development support as
outlined in the budget for the year 2021/22. For example,
additional capital of Shs103 billion ($29 million) was allocated to
the Uganda Development Bank (UDB) for lending to distressed
Small and Medium Enterprises (SMEs) affected by the
Coronavirus pandemic.
Small and Medium Enterprises (SMEs) continue to contribute a
large chunk to the resource envelope. However, proper
allocation to this part of the private sector in the national
budget remains low with only 1.3 per cent of the budget
reserved

for

private

sector

development.

As

such,

the

government must plan for inclusive participation of SMEs when
budgeting.
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Get in touch
Ntinda Complex
3rd Floor Block B & C
Gnd & 1st Floor Blook D
Tel: +256 393 241 297
P.OBox 2576 Kampala, Uganda

info@innovationvillage.co.ug
@innovationvillage.co.ug

@TheVillageUG

www.innovationvillage.co.ug

