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1.O INTRODUCTION

Pursuant to a directive of this August House during the plenary sitting of
Thursday, 19ft March 2O2O, a Task Force of seven (7) Members of Parliament
was constituted to study and report back on the economic impact of COVID-
19 on Uganda.

The Taskforce came into existence after the House debated a Statement of
the Minister of Finance, Planning and Economic Development on the
economic impact of COVID-19 on Uganda. The statement generated debate
that caused the Rt. Hon. Speaker of the Parliament of Uganda, Rebecca A.
Kadaga, to constitute the Task Force.

The Taskforce selected a Chairperson among its membership during the first
meeting that took place on Friday 20tr March 2O2O.

The members of the Task Force include:
1. Hon. Elijah Okupa MP-Kasilo County
2. Hon. Khainza Justine DWR-Bududa District
3. Hon Guma GumisirizaDavid MP - Ibanda North
4. Hon. Atim Joy Ongom DWR - Lira District
5. Hon. Nsereko Muhammad MP - Kampala Central
6. Hon. Kiiza Winifred DWR - Kasese District
7. Hon. Aogon Silas MP - Kumi Municipality

Chairperson
Member
Member
Member
Member
Member
Member

N

Terms of Reference
The Terms of Reference of the Task Force were to:

i. Review the statement of the Minister of Finance, Planning and Economic
Development and the views of the Members of Parliament that emerged
during the debate as recorded in the Hansard of 19 March 2O2O;

ii. To propose practical solutions or measures to counter the economic
effect of COVID-19 on Uganda;

iii. To prescribe solutions to mitigate the economic effects of COVID-19 on
Uganda;

iv. To move a motion for a resolution of Parliament based on their findings.

Scope and Method of Work
This report provides a description of various features of the coronavirus
outbreak with the view to better understand and appreciate how COVID-l9
is affecting Uganda's economy.
The Taskforce reviewed international, regional and national economic

tors and measures for mitigating economic impact of COVID-19.indic
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7.7 THE CORO.MASTRUS OUTBREil<
According to the World Health Organisation, on 31 December 2019, the
organization's (WHO) office in China received a report of 29 pneumonia cases
of unknown cause in Wuhan City in Hubei Province, central China. Within
one week, it became clear that the initial cases were associated with a seafood
market where live poultry and wild animals were also so1d. The virus was
quickly identified as a novel beta-coronavirus and the genetic sequence was
shared on L2 January 2O2O. The infection is now officially termed COVID-19
and the virus SARS-CoV-2.

News of this outbreak gave many public health officials an involuntary
shudder as they recalled the parallels with the severe acute respiratory
syndrome (SARS) outbreak that arose in China in November 2OO2. That
outbreak was also caused by a novel coronavirus spilling over from an animal
reservoir and transmitted by respiratory droplets. SARS spread to many
parts of the world through international air travel, caused more than 8,000
cases and 774 deaths and cost the region $ZO Uittion to control.

In the case of COVID-l9, the disease had within a month spread throughout
China and to neighbouring countries, even to the USA and Europe. It became
clear that the new virus was highly transmissible from person to person but
was considerably less virulent, with less than 2Oo/o of cases being classified
as severe. It has the clinical features of an atypical pneumonia with fever,
dry cough, fatigue, difficult or laboured breathing, and muscle pains. It is
considered to be more severe among people with comorbidities (other
diseases) and the elderly.

To contain the crisis, the Chinese Government conducted active case finding
and testing, contact tracing and quarantining of cases and their contacts.
The public was advised to stay at home if sick, in an effort to control the
spread of the virus. On 30 January 2O2O, the WHO declared the outbreak a
public health emergency of international concern, with about 10,000
confirmed cases, more than 200 deaths and spread to over 20 countries.

The Chinese authorities had by then instituted highly stringent control
measures, including stopping flights and public transport in Wuhan and
other major cities, closing animal wet markets, extending the New Year
holiday period in an effort to prevent mass travel, reducing movements within
cities, minimizing mass gatherings, keeping schools closed, staggering office
and factory working hours and restricting movement on the streets. The
wearing of face masks became compulsory and, in effect, the more than 50
million population of Hubei province was in tine. The authorities also

w
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built two new hospitals with more than 2,500 beds within two weeks to cope
with the surge in demand for medical care.

As at l"t April 2O2O (at mid-day), worldometers.info has reported 8621573
confirmed cases worldwide with L79rl27 recoveries, and 4215.28 deaths -

only three months into the outbreak. Of these, Uganda has recorded 44
confirmed cases, no recoveries yet and no deaths.

It should be noted that while the number of cases reported first peaked in
China, cases have now been reported in 203 countries and territories on six
continents. In addition, countries such as the United States of America and
Italy have recorded more confirmed cases than China. Whereas Spain has so

far recorded less confirmed cases than China, it has recorded more deaths.
Over 70 countries have instituted travel restrictions. The main initial battle
to control this epidemic has been in China, where heroic public health
measures have bought the rest of the world time and may have reduced the
effective reproduction number.

However, the rest of the world needs to maintain high vigilance, as this virus
is highly transmissible and can cause severe disease and death, as has been
seen in countries such as South Korea, Iran, Spain, China, United Kingdom
and Italy. Indeed, the number of new cases is now highest in the United
States of America. Containment through case finding, isolation, contact
tracing and social distancing remain the key public health approaches to
controlling the epidemic in all parts of the world. This is particularly
important for countries in sub-Saharan Africa and some parts of South and
Central America and Asia that are not well-prepared for the outbreak.

Global solidarity and support are essential, as infectious diseases can easily
cross borders. As John Nkengasong from the Africa Centre for Disease
Control and Prevention (Africa CDC) put it, "The global health chain i.s onlg
as strong as its weakest link; so a disease threat angwhere can quicklg
become a threat euerywhere."

Preparedness to respond to outbreaks is weak in many countries. Of the 45
low-income countries that have undertaken a national preparedness
assessment, none has been deemed ready to respond, making them
particularly vulnerable to outbreaks. There are many reasons for this,
including poor health and nutrition, exacerbated by high rates of
concomitant human immunodeficiency virus and tuberculosis; low influenza
vaccination rates; poor quality of healthcare, resource constraints,
vulnerable supply chains and weak medicine procurement procedures. Low
and middle income countries (LMICs) spend on average only $ZOZ annually
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per person on health; while up to 3Ooh of medicines are substandard or
falsified.

In response to the outbreak, the African Union Commission is strengthening
partnerships and coordination across the continent, including information sharing
and a common approach for monitoring and movement restriction of people at risk
for COVID-19. The WHO has found the regional readiness level to be at 660/o, tnith
critical gaps and a need to strengthen the capacities for countries to investigate
alerts, treat patients in isolation facilities and improve infection, prevention and
control (IPC) in health facilities and communities. More than 40 experts have
deployed to 1O countries to support preparedness activities and the diagnostic
capacity for COVID-19 has been strengthened - 17 countries now have at least some
capacity for laboratory testing - Uganda Virus Research Institute (UVRI) is handling
Uganda's cases.

In addition, the World Health Organisation has, in the last fortnight,
mobilised $tOA million from 203,000 individuals and organisations for the
COVID-19 Solidarity Fund set up to augment countries' responses to the
pandemic. The IMF has offered a fund accessible by countries affected the
COVID- 19 pandemic.

The threat posed by COVID-19 has cast a spotlight on the shortcomings of
health systems in all countries requiring them to invest in emergency
preparedness. This is worthwhile considering the cost of responding to
outbreaks, which for the 2014-16 West Africa Ebola outbreak was estimated
at close to $3 billion. A longer-term solution might be to establish a Global
Health Security Fund that provides incentives for countries to make capital
investments to close the preparedness gap.

There are already some preparedness efforts in place that are paying off with
COVID-19. For instance, investments in Ebola preparedness for the nine
countries neighbouring the Democratic Republic of the Congo, such as
Uganda, have ensured partner coordination structures are in place, points-
of-entry screening has been strengthened (particularly at major airports) and
isolation units have been upgraded to manage suspect cases. Over the years,
the WHO has developed a national influenza network of laboratories and
health facilities, which have been able to scale up their diagnostic capacity
quickly in order to monitor severe acute respiratory infections and influenza-
like illnesses. This has provided a useful interim surveillance mechanism
while awaiting the scaling up of specific diagnostic tests.

The ministries of health, national public health institutes, universities and
other public health agencies are working in many ways to fight this new
public health threat across the globe. But this pandemic is not only a medical
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emergency and human tragedy, it has affected economic activities, and
without urgent action, the socio-economic effects could have wide
implications for trade, travel, provision of aid, economic markets, supply
chains and ultimately the daily lives of people living around the world.

7.2 COWD-7g IN UGANDA

7.2.7 &rrent sifito;tion
The review by the Taskforce revealed that, as at Wednesdoy, l"t April 2O2O,

Uganda has 44 confirmed cases of the COVID-19 in ten (10) districts with no
confirmed deaths. A simple analysis of the confirmed cases reveals that the
majority of them are imported from an assortment of countries while the
minority are occurring in the families and contacts to the imported cases.

7.2.2 Preparedness
Even before the first case of COVID-l9 was confirmed in Uganda, on 2Ob
March 2O2O, the country had been in emergency mode in preparation for the
Ebola Virus Disease (EVD), Yellow Fever, Measles and Crimean Congo
Hemorrhagic Fever (CCHF) frequently occurring in neighbouring Democratic
Republic of Congo having to respond to these outbreaks in regular
succession.

While this might put Uganda slightly ahead of other countries in the region
in terms of readiness, the Ministry of Health (MoH), with support from
partners, put in place a comprehensive response plan that guided
preparedness activities.

Health workers were on high alert and some health facilities were prepared
to manage patients. Public awareness and promotion of preventive behavior
regular hand washing and sanitising were implemented even before the first
case was confirmed on20 March 2O2O. These efforts have been spearheaded
by His Excellency President Yoweri Kaguta Museveni continuously advising
Ugandans to adopt and practice proven behaviours to stemming the spread
of the virus.

1.2.3 Uganda\ Response to COWD-79
A number of measures have been put in place to curb the spread of the virus
and they include the following;

i. Mandatory screening for all persons entering the country. This
screening now extends to persons entering the country with cargo and
persons accessing business premises and offices,

ii. Closure of all schools and institutions of learning,
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iii.
iv.
v.

Suspension of all religious gatherings,
Suspension of all political and cultural meetings,
An initial partial ban of Ugandan travel to China, USA, Italy and UK
and eventually a total ban on all passenger travel,
A ban on all wedding gatherings exceeding 1O persons,
Funerals limited to 1O attendees only,
Suspension of Discos, bars, concerts,
A ban on all public transport including the boda-bodas,
Aggressive tracking of contacts, screening, testing, institutional
quarantine and self-isolation, and,
Reduction of banking hours and stopping weekend operations.

v1.

vii.
viii.

ix.
x.

xl

While many businesses have been closed and individuals have been
encouraged to work from home, it is unclear whether the country will adopt
extreme measures such as a military-enforced lockdown as seen in China,
Italy and the United Kingdom aimed at curbing the spread of the virus.

Short of declaring the extreme measures, the measures currently in place also
require strict enforcement if the spread of the virus is to be curbed. Whatever
the case, these measures will have an effect on the economy as the Taskforce
has demonstrated below.

SlPage



2. ECONOMIC EFFECTS OT COVID.19

2.1 Globdl Economlc Deaelopments

The global economic growth rate is expected to drop to 1.6 percent, down from
the 2.9 percent recorded in 20 19 as a result of the economic effects of COVID-
due to demand and supply shock within the economy. A longer lasting and
more intensive outbreak could see many advanced economies including USA
and China, register negative growth as they suspend economic activity and
workers stay at home to contain the virus.

It has been reported that due to the lockdown, travel restrictions and social
distancing, many production centres in china have slumped, dropping by 17

percent in January and February 2O2O as compared to the same period in
20191.

Table 1: Projected Growth for Selected Economies

Source: OECD

Figure 1 below shows that six selected economies and the Euro Zone will
register negative growth, only China is projected to register a pantry growth
of O.2 percentage points in 2O2O.

@

1 International Monetary Fund (IMF)

Country 20L9 2o/2o. 2o/2L
USA 2.3 -o.4 1.2

Japan o.8 -2.5 1.3

China 6.1 o.2 3.5
German o.6 -t.2 1

France 1.3 -0.8 1.3

Italy o.2 -1.9 0.6
Euro-zone t.2 -o.8 1.4
Netherlands o.8 -2.5 1.3
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Figure 1: Economic Growth Prospects for Selected Economies

Source: Orgarrization for Economic Co-operation and Development
(oECD)

2.2 Domestic Economic Deaelopments

Table 2: Uganda's Real GDP Growth
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t.3%
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Source: Uganda Bureau of *atistics

Whereas the macroeconomic outlook for the next financial year and the
medium term had been projected to grow by 6.3 percent in FY 2Ol9l20, this
is very unlikely due to the wide spread economic effects arising from COVID-
19 pandemic and measures adopted globally and domestically to curb the

N::g the first quarter of the Fy 2ots l2o, the economy perrorme d, at 2.ro/o

\ \ \ lower than its level of 6 percent recorded in the same period last year. With
the effects of COVID-19, the economic performance is projected to be weaker
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than earlier projects at 6.3 percent. Already there is supply shortage of capital
and intermediate goods for domestic manufactures that rely on supply from
China and Europe. This in the end will severely affect industrial output
(Factory shut down).

In China, where the coronavirus first appeared, industrial production, sales
and investment all fell in the first two months of the year, compared to the
same period in 2019. China makes up a third of manufacturing globally and
is the world's largest exporter of goods.

The tourism earnings are expected to shrink due to declining demand and
expanded global travel restrictions from major tourism source markets that
have been severely hit by the pandemic. The services sector especially
hospitality will not be spared either and hotel occupancy rates are projected
to fall sharply.

Growth will further be affected by the underutilisation of domestic financial
and human capital (laying off of workers and utilisation of shifts by
firms/institutions). This may result into increased levels of unemployment as
more workers are anticipated to be laid-off. Uganda has to refocus its
investment to promote a balanced growth strategr geared towards all sectors
of the economy: agriculture, industry, nurturing the potential of the tourism,
oil and gas and the minerals sub-sectors.

2.3 REGIOT{AL AND DOMESTIC IN?I.ATION DEVELOPMEI{'TS

Table 3: Domestic Inflation Developments

Source: Bank ofUganda

On the domestic scene, annual headline inflation (which takes into account
changes in prices of all goods and services in the basket) remained subdued
recording an average of 2.8 percentage points for the period July 2OI9 to
February 2O2O. This was on account of low inflation under the core and food

(

Month
Annual Percentage Change Monthly Percentage Change

Food crops Er-U Core Headline E'ood crops EFU Core Headline
Jul-19 -0.8 -t.9 3.5 2.6 -4.2 0.6 o.o -o.4

Aug-19 -t.4 1 2.7 2.L 1.1 1.9 0.1 o.4
Sep-19 -3.0 2.5 2.5 1.9 2 r.6 o.4 o.7
Oct-19 -0.9 5.1 2.6 2.5 1.0 1.3 0.0 o.2
Nov-19 o.o 7.4 2.9 3.0 -0.5 2.1 -o.2 0.3
Dec-19 3.4 8.6 3.0 3.6 -0.5 0.8 0.5 o.4

Jan-2O 2.6 7.7 3.1 3.4 -o.4 0.0 0.1 0.1

Feb-2O 1.3 8.0 3.1 3.4 0.8 0.5 0.1 o.2
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crop inflation categories which averaged 2.9 and 0.1 percent respectively.
Despite this positive development, annual electricity, fuel and utilities (EFU)

increased modestly from 7.7o/o recorded in January 2O2O to 8o/o by the end of
February 2O2O (Table 3 aboue and Figure 2 belowl.

On a monthly basis, headline inflation for the first two months of January
and February 2O2O was recorded at 0.1 and 0.2 percent respectively. This
implies that demand and supply pressures arising from measures announced
to control the spread of COVID- 19 had not yet impacted on market prices.

However, there is a likely increase in inflation due to depreciation of the
exchange rate coupled with supply disruptions and the recently observed
hoarding and speculative practices with effect from March 2O2O.

Figure 2: Uganda's Inflation Development

Source: Bank of Uganda

g
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Table 4: Regional Inflation Developments

Source: Country Specific Databases

Uganda and Burundi recorded the lowest headline inflation (which takes into
account prices of all goods and service in the basket) well below their
respective policy targets. Low headline inflation in Uganda is attributed to low
inflation levels under the core and food crop categories. On the contrary,
Rwanda and South Sudan recorded headline inflation within 2-digit (Table 4
above and Figure 3 below).

It should be noted that with global decline in production arising from closure
of production lines and shutdown of international borders across the globe,
demand and supply pressures have started to mount.

Figure 3: Regional Inflation Deuelopments
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Source: Specific Country's Databases

Country Kenya Uganda Rwanda Burundi S. Sudan Tanzania
Jun-19 5.7 3.4 0.9 -4.O 86.3 3.7
Jul-19 6.3 2.6 1.6 -2.6 77.8 5.t
Aug-19 5.0 2.L 2.8 -0.6 to7.7 3.6
Sep-19 3.8 1.9 4.6 2 157.3 3.4
Oct- 19 5.0 2.5 7.2 4 170.5 3.6
Nov-19 5.6 3.0 11.8 3.6 72.7 3.8
Dec-19 5.8 3.6 11.9 4.9 69 3.8
Jan-2O 5.8 3.4 11.5 36.4 3.7
Feb-20 6.4 3.4 L2.8 3.7

(
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2.4 MONDTARY STC?OR

Interest Rates

Bank of Uganda had projected lending rates to decline as a result of banks
leveraging on efficient gains from investment in technologr as well as gains
from the Government's measure to reduce on structural rigidities through the
enactment of the immovable property law that gives borrowers alternate
collateral to land and property. In addition, the Central Bank continued with
its monetary policy easing stance premised on stable inflation which has been
recorded over the past five years.

Consequently, the Central Bank Rate (CBR) has been maintained in the
bounds of lOoh since June 2Ol7 until the month of September 2OL9 when the
CBR was reduced to 9o/o - this remains the rate to date. For the period July
2OI9 to January 2O2O, the lending rate averaged at 19.8Yo. However, arising
from the looming shortage of liquidity of loanable funds, lending rates are
destined to rise.

Figure 4: Mouement of the CBR and Commercial Bank Lending Rates

25.O

20.o

15.O
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Source: Bank of Uganda

2.5 Forelgn Exchange Motrcment

For the larger part of the first half of the FY 2019 l20, the shilling maintained
resilience against the United States dollar, appreciating on average by O.2

percentage points on a month on month comparison (July 2OI9 to January
2O2O). This was supported partly by fairly large inflows from commodity
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exports, reduced donor inflows (Table 5) and subdued demand for the dollar
during the review period.

However, arising from the looming shortage of foreign exchange due to
economic effects of COVID-l9, we are destined to experience a weakening
shilling against major currencies of Uganda's trading partners. This is
expected to have ripple effects on Uganda's current account position.

Consequently, Bank of Uganda needs to intervene in the market to minirnize
the likely impacts.

Table 5: Foreign Exchange Mouement

Source: BoU and PBO Computations

@

Month
Exchange Rate
(UGx per I US$l

M-o-M 7o changes
(Appr/Deprf

Jun-18 3,840.5
Jul-18 3,760.4 -2.Lo/o

Aug-18 3,729.5 -O.8o/o

Sep-18 3,800.7 l.9o/o

Oct- 18 3,778.O -O.60/o

Nov-18 3,739.8 -r.o%
Dec-18 3,774.1 -O.7o/o

Jan-19 3,702.4 -o.3%
Feb-19 -O.8o/o3,672.9
Mar-19 3,706.2 O.9o/o

Apr-19 3,737.O O.8o/o

May-19 3,765.6 O.8o/o

Jun-19 3,729.O -L.Oo/o

Jul-19 3,696.5 -o.9%
Aug-19 3,693.7 -O.Lo/o

Sep-19 3,675.5 -0.5%
Oct-19 3,695.8 O.60/o

Nov-19 3,697.4 O.Oo/o

Dec-19 3,676.5 -O.60/0

Jan-2O 3,680.9 O.lo/o

Feb-20 3,676.9 -O-lo/"
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Figure 5: Exchange Rate (Period Aver.)
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2.6 Private Sector Developments

Table 6: Private Sector Credit (PSC) and Net Credit to Government (NCG), UGX
billion

Source: Bank of Uganda and PBO Computations
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h, Month NCG PSC NCG PSC
LO.8o/oJun-18 2,716.4 14,o49.4 lO.60/0

Jul-18 2,327.O L4,O29.L 29.3o/o lO.3o/o

L4,208.2 o.s% Ll.Lo/oAug-18 2,546.2
Sep-18 2,449.3 L4,578.8 5.s% 12.9o/o

Oct- 18 2,605.2 14,578.5 -8.5o/o ll.OVo
Nov-18 3,437.6 14,801.5 Ll.lo/o 12.60/o

Dec- 18 2,862.r 14,979.1 3.Oo/o t1.70/o

Jan-19 3,159.3 L4,826.1 26.8Yo Ll.9o/o
Feb-19 3,287.9 14,993.5 29.7o/o 12.60/o

Mar- 19 3,091.1 15,349.0 4L.3o/o L4.lo/o

Apr-19 3,203.5 15,573.3 44.6% 14.gYo

May-19 3,7L9.L 15,722.9 46.5% L5.L%
Jun-19 3,972.7 15,930.2 46.2yo 13.4o/o

Jul-19 3,653.3 16,058.0 57.O% 14.sYo

Aug-19 5, 181 .0 16,185.9 103.5% 13.9o/o

Sep-19 5,642.4 76,249.4 t30.4yo TT,sYO

Oct- 19 6,213.L 16,385.8 138.5% 12.4o/o

Nov-19 6,336.0 76,52L.O 84.3o/o LL.60/0

Dec-19 5,434.O 16,828.O 89.9o/o 12.3o/o

Jan-20 5,747.8 76,695.7 81.9o/" 12.60/0
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Credit to the private sector - which is a leading indicator of the financial
sector's contribution to economic activity, remains critical in boosting private
sector investment as an engine of growth. For the period July 2Ol9 to January
2O2O, private sector credit growth was recorded at an average of 12.7%o

compared to 1 1.6% registered in the same period a year ago. It should be
noted that private sector credit is projected to grow at an average of 15%o over
the NDP III period (Table 6).

With the effects of COVID-19, it is anticipated that private sector credit will
be further curtailed as banks grapple with the looming liquidity shortages,
partly due to an expected rise in lending rates and reduced asset quality
arising from failure to meet loan servicing agreements and increased domestic
borrowing by Government (to finance revenue shortfalls) as the measures put
in place to minimize the spread of the virus continue to bite.

Private sector investment is likely to decline. There is a Iikely decline in fixed
assets investments (Machinery and Infrastructure) and tight credit conditions
in the banking sector amid rising private sector borrowing when financial
institutions suspect that consumers and firms may be unable to repay their
loans on a timely basis - this may affect asset quality.

Figure 6: Priuate Sector and Net Gouernment Credit Year-to-Year Growth
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Figure 7: Shares in Total Priuate Sector Credit (June 2019 - January 2020)
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2.7 DEVDLOPMDIiTTS IN THE FISCAL SEC?OR

Domestic Revenue Performance

Table 7: Revenue Performance (July 2Ol9 to February 2O2O), UGX, billions

Out of which:

Sharr

98o/o

lOOo/(

62o/o

38o/o

-2o/o

3Oo/o

25o/o

38o/o

-2o/o

0%6

3o/o

Category Target Collections Shortfall/
Surplus

Perf. Shortfall

Overall Net Revenue L2,989.L8 Lt,973.72 (1.015.46) 92o/o -8o/o

Gross Revenues t3,2L2.78 t2,t98.69 (1.014.09) 92o/o -8o/o

Domestic Taxes
(incl. NTR. AiA & Stamp Dutv)

8,L67.45 7,453.57 (713.87) 9lo/o -9o/o

Taxes on International Trade 5.045.33 4.745.tt {3OO.22l 94% -6%

Direct Domestic Taxes

Tax Refunds 223.60

4 015.61 974.66

1.3

40.95

lOlo/o

99%

t%

-lo/o
Indirect Domestic Taxes 3.260.72 2.777.26 $43.461 83% -t7%
International Trade Taxes 5.045.33 4.745.rI (3OO.22l 94o/o -60/o

Tax Refunds Q23.601 Q24.971 (1.37) LOlo/o lo/o

Stamp dutv & embossins fees 60.68 69.77 9.O9 rt5% l5o/o
NTR 428.34 335.77 92.571 78o/o -22o/o
AiA 402.O9 356rLr_ (45.98) 89o/o -lLo/o

Source: URA and PBO Computations
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Domestic Revenue targets for FY 2OI9|2O are likely not to be met.
Indirect/consumption taxes (Trade, VAT, Excise taxes are likely to be the most
hit). In FY 20I8l19 altogether, these contributed 650/o of net revenue. In FY
2018119, consumption and trade taxes contributed 5.3 o/o and 3.lo of GDP.
In addition, increased expenditure by Government to fight COVID-19 is likely
to reduce government resources available for key development priorities
especially in education and non COVID-l9 health interventions.

Analysis of the revenue performance for the first half of the FY 2Ol9 l2O
reveals that a total of UGX 9,042 billion was realised against the target of
UGX 9,739 billion resulting into a deficit of UGX 697.3 billion. With effects
from COVID-19 materialising, the deficit has increased within the period of
January to February 2O2O registering nearly 50% of the deficit recorded in
the first six months at UGX 335.29 billion.

It should be noted that international trade taxes were projected to raise 38.1%
of the total net tax revenue for FY 2Ol9l2O. The measures so far adopted by
Government to minimise the spread of COVID-19 such as, suspension of the
international travels and closure of borders to human traffic, will further have
a huge impact on the international trade tax collection risks.

Indeed, for the last six (6) months ending December 2019, international trade
taxes registered a deficit of UGX 260.69 billion. While in the months of
January and February 2O2O only, international trade taxes amounted to UGX
39.53 billion.

Domestically, measures such as travel restrictions will affect revenues from
the income tax category, VAT and Excise Duty arising from reduced
consumption and demand for goods and services.

Under the NTR category, big contributors like passport and immigration fees
will be critically affected as travels are curtailed. These two items alone
account for 33.60/o of the total NTR revenue estimates (UGX 218.53 billion out
of 651.28 billions). On the other hand, university tuition fees were anticipated
to contribute 46.70/o of the total AiA (Appropriation in Aid) revenue collection.

It should be noted that indirect domestic taxes contribute 24.7oh of the net
revenue collections and these items continue to underperform as evidenced
by the URA data by the end of the first half of 2Ol9l20.

g
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Figure B: Domestic Tax and Non-tax Performance
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Budget and Project Suppoft

Externally, a total of UGX 559 billion had been projected as external budget
support FY 20L912O. By the end of the first six months (July to December
2Ol9), UGX 62.2 billion had been realised. Translating into an over
performance of UGX 6.3 billion. However, in months of January and February
2O2O, out of the total projection of UGX 22.31 billion only UGX 16.91 billion
was realised translating into a shortfall of UGX 5.4 billion.

In addition, during the first half of FY 2Ol9l2O, out of UGX 940.7 billion
projected for external project funding, only UGX 442.3 billion was realised.
This translates into a shortfall of UGX 498.4 billion. However, in months of
January and February 2O2O, out of the total projection of UGX 260.47 billion
only UGX 124.88 billion was realised translating into a shortfall of UGX
135.59 billion.
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Figure 9: Budget *.tpport Performance
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Figure 10: Project Supoort Performance
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2.9 EXTERI{AL SDCTIOR DDWLOPMET{TS

Table 8: Current Account Balance fUS $ miltions)

Month

Trade
Balance

Current Account
Balance

Exports
(Goods & Services)

Imports
(Goods & Services)

Jan-18 -92.2 -tt5.2 512.9 628.2
Feb-18 -186.5 -206.8 469.L 675.9
Mar-18 -182.7 -186.9 473.2 660.1
Apr-18 -256.9 -299.3 4L6.O 715.3
Mav-18 -L56.4 -t92.7 481.3 674.O
Jun-18 -t79.5 -2t3.9 451.9 665.8
Jul-18 -t66.6 -r94.9 465.2 660.1

Aus-18 -27t.4 -386.0 467.8 853.8
Sep-18 -177.9 -220.O 462.7 682.7
Oct- 18 -288.0 -338.5 493.4 831.9
Nov-18 -232.9 -326.4 474.2 800.6
Dec-18 -267.2 -332.7 464.6 797.2
Jan-19 -2t4.9 -246.4 476.6 722.9
Feb-19 -227.r -279.2 462.O 74r.2
Mar-19 -143.6 -2tL.6 774.2 985.8
Apr-19 -343.5 -401.0 486.2 887.2
Mav-19 -216.5 -26L.7 528.8 790.5
Jun-19 -317.5 -388.9 471.2 860.1
Jul-19 -226.5 -249.4 487.6 737.O

Aus-19 -196.5 -304.8 489.8 794.7
Sep-19 -226.6 -279.L 461.9 74L.t
Oct-19 -223.4 -282.7 482.2 765.O
Nov-19 -184.3 -239.O 49L.1 730.r
Dec-19 -222.9 -250.0 492.5 742.5
Jan-2O -205.6 -29t.2 547.8 838.9

Source: Bank of Uganda and PBO Computations

Evidence from analysis of the performance of the external sector reveals an
improvement in the trade balance from a deficit of US$ 222.9 million recorded
in December 2019 to US$ 205.6 million, on account of improved export
earnings; the current account balance (which takes both goods and services
trade) worsened to US$ 29I.2 million in January 2O2O from US$ 25O million
recorded at the end of December 2Ol9

,P
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Figure 11: Performance of the Current Account (US$ millions)
r.,ooo-oo

aoo-oo

6'00.OO

400-cD

200-oo

(2oo-oo)

(.loo- oo)

(6@-99)

Jt.r-19 Jrrl-L9 Aug-19 SeIr-Lg Oet-Lg bfov-l'g l)ee19 Jan-2O

Source: BoU & PBO Computation

During the month of January 2O2O, United Arab Emirates (UAE) was the major
destination for Uganda's exports. Exports to UAE grew by 66%o from US$ 65
million to US$ 1O7.86 million. In addition, 29o/o of Uganda's exports went to
the Middle East; 29o/o to the EAC; 18%o went to the rest of the Africa; L4Yo went
to EU; 8oh to Asia; and 3o/o to the Americas.

Figure 72: Share of Uganda's Exports by Destination

Source: BoU and PBO computations

It is evident that with the COVID-l9 pandernic affecting Uganda's major
trading partners leading to a lockdown of many production centres, travel
restrictions and cancellation of orders for exports and imports, the current
account balance is destined to worsen. In addition, there has been a decline
in investment in government securities (Approx. UGX 130 Billion lost between

European
Union

l4o/o

T?re Americas Rest of Europe
lo/o

Rest of Africa
18o/o

Others
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Feb 2O2O and March 20ft 2O2O.) This is attributed to off-shore investors
exiting the government securities market for safer havens.

2.9.7 Stock of Resenres

Evidence from current Government statistics reveals that since January
2018, Uganda's stock of foreign reserves has been maintained at an average
of US $ 3,2+9.81 million equivalent to an average of 4.2 months of import
cover. It should be noted that whereas IMF recommends a reserve of at least
3.5 months of import cover, Uganda's target has always been at least 5

months of import cover while that of EAC stands at least 4.13 months.

Arising from the visible economic effects of COVID-19 - the current level of
reserves could be too overstretched to guarantee economic stability through
both monetary andf or fiscal policy adjustments that Government must adopt.

Figure 13: Stockof Reserues
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SUMMARY OF GLOBAL DCONOMIC EFFEICTS OF COVID.l9

ff Wfr.r" the GOYID-I9 crlsls ls strlklng the system
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Source: https://review.chicagobooth.edu/economics/2020/article/treat-covid-L9-s-economic-
i m pact-sta rt-kee pi ns-l ights.
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3. MEASURES TO MITIGATE THE ECONOMIC RISKS FROM COVID-I9

3.7 Monetary Sector

The committee (Taskforce) urges Bank of Uganda to adopt expansionary
monetar5r policy to promote output, employment while ensuring stable prices

- in light of BOU's independence. This may include a combination of measures
including the central bank rate, open market operations and minimum
reserve requirements. Undertaking quantitative easing would boost liquidity
in the financial system and increase aggregate demand by:

i. Reducing the bank and lending rate to the extent possible;
ii. Allowing for rescheduling of repayments for loans (including

mortgagesl by banks, microfinance institutions, and SACCOs for a
period of six months.

The committee (Taskforce) recommends that the central bank considers
relaxing capital and legal reserve requirements as liquidity buffers as a means
of improving loanable funds to the private sector for a period of six months.
(This is mandatory capital that financial institutions are required to hold in
addition to other minimum capital requirements). This policy can be reviewed
from time to time to guarantee financial sector soundness and stability.

The Bank of Uganda should consider adopting policies that boost confidence
and assist with the recovery of aggregate demand once the pandemic eases
and travel restrictions are removed. Central banks in many countries
including the United Kingdom have slashed interest. This in theory is meant
to make borrowing cheaper, encourage spending and in turn boost the
economy.

Bank of Uganda may have to intervene in the foreign exchange market to
smoothen volatility while letting the shilling adjust to external pressure.

3.2 Goaentment Sector

Rugoff said: "The ftscal policg response in the lrcalth sector needs to treat this
like a war and nothing less; conuerting facilities to temporary hospitals,
factories to making respiratory and face masks. " '

Similarly, the Ministry of Finance, Planning and Economic Development -'
should come up with a comprehensive economic stimulus programme that
should be passed by Parliament of Uganda. The programme would cover both
the short run and medium term. The programme would include measures to
increase aggregate demand, production at firm level, reduce
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on imports and boost exports and provide social security for all Ugandans. It
also means formalizing those in the informal sector and ensuring food security
among others.

Possible measures include:

Government recapitalizes the Uganda Development Bank (UDB) and
offers loans at near zero interest rate to support the implementation of
the import substitution strategr. This would boost private sector credit
and domestic investment.
Government undertakes budget adjustments through:

a

a

i. Budget virements within sectors and re-allocations across
sectors.

ii. Re-alignment of the 2O2O 12021 budget to reflect the changing
priorities.

iii. Providing detailed budget allocations for loan support focusing on
health and agriculture sectors.

iv. Lowering or even suspending some taxes including reducing
income taxes and value added tax.

v. Suspending mobile money levy, over the top tax (OTT) and taxes
on essential commodities.

vi. Cutting-back on wasteful expenditure on non-critical activities to
save of funds. The savings should be put into a contingency fund
and spent with parliamentary approval on critical activities aimed
at salvaging the economy and managing the COVID- 19 pandemic.

Government should provide quantifiable resources including human and
financial resources to ensure that it controls the spread of COVID-l9 and
while taking care of those who have been affected.

Government should institute mechanisms of reducing the informal sector by
instituting measures to attract or even compel firms and individuals to
formalise their activities. This may include strengthening the labour agencies
to compel all employers to register workers and contribute to pension and
NSSF. Compel all firms including agricultural firms to pay trading licences in
their localities so that they can be identified and supported in times of
pandemics like COVID-l9. This should include marked strengthening of the
Ministry of Gender, Labour and Social Development and the Ministry of Trade,
Industry and Cooperatives.

te efforts to support medium and small scale enterprises in all sectors
agriculture that demonstrate that they would create more than five

obs should be developed. The activities of these enterprises should be
forrnalized through licensing, mandatory pension contributions and basic
book keeping.
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Government should work with the private sector to devise practical ways of
ensuring timely payment of taxes. For defaulters, extension of tax payment
deadlines and relaxation of penalties should be considered in order to achieve
a low incidence of tax arrears.

Where households are distressed and unable to afford basic needs,
Government in partnership with the private sector, development partners and
civil society organizations should consider supporting households in critical
need with basis needs such as food, soap, salt, paraffin etcetera to enable go
through this difficult time.

Government should adequately provide for and actualize the stratery on
import substitution by supporting indigenous companies with cheap and
accessible credit through the Uganda Development Bank. This will boost
private sector credit growth and domestic investment to spur production of
otherwise imported goods such as textile products, edible oils, alcoholic and
soft drinks, cosmetics and perfumes, furniture and motor vehicles
assembling, among others.

Government should provide relief to smal1 and medium enterprises (SMEs)
through extension of timelines for filing payment of income tax, corporation
tax, pay-as-you earn (PAYE) and other forms of taxes. This measure will help
provide hard-hit businesses with liquidity and space to survive the reduction
in the economic activity especially in the tourism and hospitality sectors.

Government should prioritize clearance of existing verified stock of domestic
arrears as a means of improving liquidity to enable private sector companies
continue operations during this period of economic downturn

In addition, Government should undertake to pay SAGE money promptly as
well as clearing of SAGE arrears.

Government should exploit the window by IMF to apply for a stimulus at the
earliest, as a means of bridging the revenue shortfall arising from the global,
regional and domestic economic effects of COVID -19.

3.3 Real Sector
Government should adopt a balanced sector growth strategr aiming at
boosting productivity in all sectors of the economy. Investment in agro-
business processing and value-addition, financing of micro and macro
irrigation schemes and water for production, support to small scale
enterprises (SMEs) require immediate prioritization.

To avert the looming inflation arising from the current speculative and
hoarding practices, Government should review its role and that of the market

in a free market. Prices goods (food and locally

W

of locally
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W

manufactured
justification.

goods) should not be allowed to escalate without any

Government should ensure that there are adequate fuel reserves to mitigate
the looming rise in the cost of transport - it should be noted that transport
cost feeds into most business transactions especially food.

Government should work with the private sector to devise practical ways of
stabilizing the supply chain. Manufacturers need to define the extent and
likely duration of their supply chain exposure in the face of the restart mode
that most Chinese plants are-in.

3,4 Externql Sector
Government needs to adopt the export diversification strategr. This will be
achieved through deliberate efforts to support local industries in key sectors
to ensure faster production of goods which are currently imported. This will
guarantee foreign exchange inflows and improve the current account, hence
boosting Uganda's level of foreign reserve cover.

4.O CONCLUSTON

Rt. Hon. Speaker and Honourable Members,

The country is faced with a challenge unlike any other ever encountered in
our history. The next steps we take as a country, daily and for the next few
weeks are crucial to ensuring the difference between a total collapse of the
economy and the citizenry and possible redemption

We urge the government of Uganda and all of us to say as the German
Economy Minister, Mr Peter Altmaier said: oWe promlsed that we ulll not
fail because of lcck of moneg and political utill; we utill reloqd our
ureapons, if necessety.'

A11 in all, let us not forget that:

"While we know how to bring the economg backto life, we do not know how to
bring people backto life" - H.E. Nana Akufo-Addo, President of the Republic of
Ghana.

, therefore, must prioritise saving lives by all means necessary.g
-.lbegto report.
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SIGNATURES OF APPROVAL FOR THE REPORT OF PARLIAMENTARY
TASK FORCE ON THE ECONOMIC EFFECTS OI. CORVID.19

PARTY SIGNATI'RESN NAME CONSTITIIENCY

1 Hon. Elijah Okupa I(asilo FDC

2 Hon. Kl:ainza Justine DWR Bududa NRM

3 Hon Guma Gumisiriza David Ibanda North NRM

4 Hon. Atim Joy Ongom DWR Lira UPC <-----

5 Hon. Nsereko Muhammad Kampala Central IND

o'frMt
6 Hon. Kiiza Winifred DWR Kasese FDC

7 Hon. Aogon Silas INDKumi Municipality
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