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ABSTRACT
E—

This study examines the status and trends of domestic trade in Uganda. Notably, the paper explores the
performance of domestic trade — its contribution to GDP, revenues and employment and critically reviews
the existing institutional operating environment to support domestic trade in Uganda. We analyse the Uganda
National Household Surveys and examine the existing policy environment. The results indicate that domestic
trade contributes significantly to economic growth, employment creation and domestic revenues. Relatedly, the
government has established a supportive institutional environment. However, significant challenges remain, such
as limited prioritisation of domestic trade in planning frameworks, inadequate funding, limited enforcement of
standards and insufficient coordination of efforts by state and non-state institutions. To foster domestic trade,
the government should further capitalise the Uganda Development Corporation (UDC), increase awareness of the
need for standardisation, streamline the mandates and coordinate domestic trade-related activities to overcome
institutional challenges. Also, there is an urgent need to fast-track the creation of a tracking system for the digital
markets—as laid out in the National Trade Policy and the National Development Plans.

Keywords: Domestic trade, Institutions, Employment and GDP
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1. INTRODUCTION

Global export trade has grown tremendously from about
USD 61.8 billion in 1950 to USD 19.5 trillion in 2019
(Statistica Research Department, 2021).! Despite
possessing a big domestic market in Africa, the
continent contributes about 2.6 per cent of the world’s
external trade through exports (UNCTAD, 2019).2 In
Uganda, they placed much emphasis on promoting
external trade and less on domestic trade. Specifically,
regarding external trade, total export earnings (formal
and informal) increased by 4.7 percent from USD
4,095 million in 2019 to 4,287 million in 2020, while
the total imports (formal and informal) increased by
6.6 percent from USD 7,753 million in 2019 to 8,268
million in 2020 (UBOS, 2021). The annual trade deficit
also increased by 8.8 percent to USD 3,981 million in
2020 from USD 3,658 million in 2019 (UBOS, 2021).
Overall, the decline® in external trade performance is
partly explained by the slowdown in economic activity,
disruptions in global value chains and the stringent
domestic, regional and global containment measures
because of the coronavirus disease 2019 (COVID-19).

Domestic trade (wholesale and retail) has received
limited attention in Uganda’s policy discourse.* Over
70 percent of Ugandans live in rural areas, with most
operating farm/agricultural enterprises on less than
four (4) acres. Therefore, most people produce their
food and buy clothing for primary use with minimal
dependence on commercial outlets (e.g. supermarkets,
big departmental stores, restaurants and hotels). The
majority buy necessities from small village shops
(retail), given their little income. Even with urbanisation,
few growing urban populations still demand high-quality
commercial goods produced locally. This is because
of the continued importance that the government has
placed on imported goods and the export of high-quality
goods with limited attention placed on domestically

1 https://www.statista.com/statistics/264682/worldwide-export-volume-in-the-trade-
since-1950/

2 UNCTAD (2019). Key Statistics and Trends in Regional Trade in Africa. UNCTAD

3 Total export earnings (formal and informal) increased by 12.7 percent to USD 4,095.7 mil-
lion in 2019 from USD 3,633.9 million in 2018. The total imports (formal and informal)
increased by 14.2 percent to USD 7,753.8 million in 2019 from USD 6,789.4 million in 2018.
The annual trade deficit increased to USD 3,658.1 million in 2019 from USD 3,155.5 million
in 2018 (UBOS, 2020).

4 Data on domestic trade is mainly captured through the System of National Accounts under
the broader services sector with “trade and repairs” — a sub-activity recorded and activi-
ties aggregated at International Standard Industrial Classification (ISIC) 4-digit level.

traded goods, even with the Buy Uganda Build Uganda
Policy in place. The poor state of internal transportation
and storage systems has continued to be a barrier
to the development of domestic trade in Uganda,
especially trade in agricultural commodities that are
highly perishable.

With a GDP per capitaincome of only USD 954 per annum
in 2020/21 (UBOS, 2021), it partly brings to light that
Uganda has a poorly developed domestic trade sector,
which needs to be examined. However, the government
has recently acknowledged the importance of promoting
domestic manufacturing to reduce the trade deficit and
meet the needs of the growing population, especially
the demand of an ever-increasing urbanised class
(receiving above-average government salaries). In
other words, there is now recognition for supporting
domestic trade, given the development of new regional
internal markets and industrial parks (NPA, 2020).
The government’s resuscitation of cooperatives to
facilitate production and domestic exchange is a key
policy move as it has for long spent much of its limited
investments in promoting Foreign Direct Investments
more than directly facilitating domestic trade. To
raise Uganda’s per capita national income and steer
the country to sustainable middle income status, the
relative importance of employment in domestic trade at
a tertiary level is crucial.

This study examines the status and trends of domestic
trade in Uganda. Notably, the paper explores the
performance of domestic trade, its contribution to
gross domestic product (GDP), domestic revenues
and employment (formal and informal). In addition,
the paper critically reviews the institutional operating
environment —from policies, laws, regulations,
stakeholders and programmes that promote or support
domestic trade growth in Uganda.

The study aims to understand the nature of domestic
trade in such a low-income country. We answer the
following questions. What is the contribution of domestic
trade to GDP, revenue and employment? Which peculiar
problems do the wholesalers and retailers face, and is
the domestic institutional environment supportive of
domestic trade activities? To answer these questions,
we use data from various Uganda National Bureau
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of Statistics (UBOS) Statistical Abstracts, Uganda
National Household Surveys (UNHSs) and the Uganda
Revenue Authority (URA). Most data are from the same
source, ensuring consistency in methodological data
collection. In addition, we review relevant government
and policy documents on the subject.

2. DATA

Different data sources were used to answer the study’s

research questions while highlighting their limitations.

For consistency, when identifying economic activities
in domestic trade categories, this study utilises the
International Standard Industrial Classification of all

economic activities level 4 codes in all UBOS data sets.

Occupations were categorised using the International
Standard Classification of Occupations (ISCO) Level
1, which divides jobs into ten (10) major groups,®
classified by skills level and specialisation to perform
tasks and duties of the occupations that cascade from
Level 4, “occupations ftitles,” Level 3, “occupations
class,” Level 2, “occupations category,” and Level 1
“occupation group.”

Using ISIC at 4-digit categorisation, domestic trade
has been broken down into three broad categories, (i)

5 These are managers, professionals, technicians and associate professionals, clerical sup-

port workers, skilled agricultural, forestry and fishery workers, craft and related trades
workers, plant and machine operators and assemblers, elementary occupations, and
armed forces occupations.

and services)

-]
=
«©
—
—_
o
—
(7
-+
=
[=
(=]

(Wholesale and retail of goods

wholesale and retail trade and repair of motor vehicles
& motorcycles; (i) wholesale trade, except motor
vehicles and motorcycles and (iii) retail trade, except
motor vehicles and motorcycles. All these combined
are reported as “trade and repairs” in UBOS’ annual
Statistical Abstracts but can be constructed in the
UNHS:s.

The study largely relies on four rounds of the Uganda
National Household Surveys (UNHS), i.e. the UNHS
2012/13, 2016/17 and 2019/20 data sets—especially
the labour module — for information on domestic
trade employment and skills. In addition to the UNHS
survey, the study used administrative data from the
Uganda Revenue Authority (URA) and reported it in the
national statistical abstracts. For consistency, we used
the same data sources as much as possible to reduce
bias in the analysis.

3. CATEGORISATION OF
DOMESTIC TRADE: AN
ANALYTICAL FRAMEWORK

The study’s analytical framework for domestic trade is
presented in Figure 1. The framework is grounded in a
perspective that considers how the goods and services
traded internally interact with the enabling environment

Figure1  Analytical framework for domestic trade in Uganda

Wholesale and retail trade and
repair of motor vehicles &
motorcycles

Wholesale trade, except of motor <
vehicles and motorcycles
%

Retail trade, except of motor
vehicles and motorcycles

(Infrastructure, finance)

Regulatory frameworks (laws, policies,
plans & strategies) and support services

Influenced by domestically produced and imported goods and

services

Source: Survey on standards (2021).




Notes:

1/3. Wholesale and retail trade and repair of motor vehicles and motorcycles comprise Sale of motor vehicles; Maintenance and repair of motor vehicles, sale of motor
vehicles and accessories; and Sale, maintenance and repair of motorcycles and related parts and accessories

2/3. Wholesale trade, except for motor vehicles and motorcycles, comprises Wholesale on a fee or contract basis; Wholesale of agricultural raw materials and live animals;
Wholesale of food, beverages and tobacco; Wholesale of household goods; Wholesale of machinery, equipment and supplies; Wholesale of machinery, equipment and

supplies; Other specialised wholesale and Non-specialised wholesale.

3/3. Retail trade, except for motor vehicles and motorcycles, comprises Retail sale in non-specialised stores; Retail sale of food, beverages and tobacco in specialised
stores; Retail sale of automotive fuel in specialised stores; Retail sale of information and communication equipment in specialised stores; Retail sale of other household
equipment in specialised stores; Retail sale of cultural and recreation goods in specialised stores; Retail sale of other goods in specialised stores; Retail sale via stalls and

markets; and Retail trade not in stores, stalls or markets
Source: Authors’ construct 2021

(laws, policies, plans and strategies, institutions and
support services). Also, the domestic goods and
services traded are sourced either domestically or
imported (Figure 1).

In this study, we define domestic trade as the exchange
of domestic goods within the boundaries of Uganda,
following widely known definitions. As categorised in
Figure 1, this may be sub-divided into two categories,
wholesale® and retail trade.

4. DOMESTIC TRADE'S
CONTRIBUTION TO
GROWTH, REVENUE AND
EMPLOYMENT

4.1 How much is domestic trade contributing to
GDP?

Uganda’s growth, measured by GDP at constant
market prices, has been volatile since 2009/10. While
an average growth rate of 5.0 percent over the past
12 years is reasonable, this has not been steady. For
instance, in 2010/11, Uganda had the highest GDP
growth rate of 9.4 percent, but this declined almost
threefold in 2011/12 to 3.8 percent. In 2017/18 and
2018/19, there was a recovery in which the economy
grew by 6.4 percent in the latter year (Table 1).

6 Wholesale trade is concerned with buying goods from manufacturers or dealers or produc-
ers in large quantities and selling them in smaller quantities to others who may be retailers
or even consumers. Wholesale merchants or commission agents undertake wholesale
trade.

7 Retail trade is concerned with selling goods in small quantities to consumers. This type of
trade is taken care of by retailers. In actual practice, however, manufacturers and whole-
salers may also undertake retail distribution of goods to bypass the intermediary retailer, by
which they earn higher profits.

Growth has mainly been driven by services that are also
largely hinged on the performance of domestic trade
activities defined as “Trade and Repairs”. Support
services to domestic trade, especially on transport and
storage, partly contributed to the poor performance
of domestic trade and the general services sector in
2019/20 and 2020/21. This is because domestic
trade, transportation, and storage activities were
severely affected by the COVID-19 pandemic-induced
containment measures associated with total and partial
lockdowns of the Ugandan economy in 2020 and 2021.
This resulted in the poor performance of GDP growth
at 3.0 percent (2019/20) and 3.4 percent (2020/21),
down from 6.4 (2018/2019).

Specifically, domestic trade declined by 1.3 percent
(2019/20) and 0.7 percent (2020/21) compared to
an increase of 4.9 percent in 2018/19. For instance,
according to UBOS (2020), the decline was because
of losses registered in wholesale (3.5 percent) and the
sale and repairs of motor vehicles (9.5 percent), which,
when combined, contribute more than half to the
domestic trade subsector while retail trade maintained
a growth of 4.0 percent in 2019/20 (UBOS, 2020).

Transport and storage activities declined by 1.7 percent
(2019/20) and 0.3 percent (2020/21) compared to an
increase of 0.8 percent recorded in 2018/19, given the
travel restrictions (e.g. road blocks in most areas) that
limited the movement of internal goods and services.
Only agricultural goods trucks were mainly allowed to
travel.
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Figure 2 Services and domestic trade % contribution to GDP at constant 2016/17 prices: 2009/10-2020/21
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Notes: 1/2. Domestic trade here is represented by “Trade and Repairs.”

m Trade and repairs

2/2. GDP categorisation was at ISIC “G” 4-digit categorisation for Trade and Repairs.

Source: Authors’ construct using UBOS various statistical abstracts

Figure 2 shows the contribution of domestic trade to
GDP and the services sector. The services sector has
been the highest contributor to GDP, with an average
contribution of 43.2 percent between 2009/10 and
2019/20. Domestic trade has contributed about 9.6
percent to services and GDP. In other words, the
significant importance of domestic trade in Uganda’s
GDP share cannot be underestimated.

However, one key question remains “which specific
domestic trade activity- informal or formal - contributes
more to domestic trade and hence services and GDP?
Figure 3 highlights this and shows the share of formal
and informal activities in domestic trade. Two key
insights can be noted. First, the value of domestic trade
has increased steadily since 2009/10. Second, while
informal trade and repair activities contributed more

Figure 3  Formal and formal sector contribution to domestic trade at constant 2016/17 prices:
2009/10 - 2020/21 (UGX Billion)
12,000 54.0
| - 53,0
10,000 I 0
8,000 b g == oL
= s g - 500
2 G
S 6000 | N LU
S S a0 B2
4000 - 54 4 -ls -la e P & §
2,000 - - 960
| - 440

2009/10 2010/11 2011/12 2012/13 2013/14 2014/15 2015/16 2016/17 2017/18 2018/19 2019/20 2020/21

mmmm Trade and repairs o/w Formal ~ mmssssm o/w Informal Formal ~ == xe= |nformal

1/2. Domestic trade here is represented by “Trade and Repairs.”
2/2. GDP categorisation was at ISIC “G” 4-digit categorisation for Trade and Repairs.

Notes:

Source: Authors’ construct using UBOS various statistical abstracts
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to domestic trade since 2009/10, there is an observed
reversal of this which has continued to widen since
2012/13. That is, formal activities contributed about
52.7 percent to domestic trade compared to the 47.3
percentage share from informal activities. This is good
and partly alludes to the fact that more domestic trade
activities are increasingly formalising their businesses.

4.2 Domestic trade’s contribution to revenue
generation

Over time, domestic trade has contributed significantly
to overall revenue generation efforts by the government.
Besides, Figure 4 highlights that domestic trade has
been among Uganda’s leading contributors to revenue
generation despite its decline in recent years in share
terms. For instance, revenues from domestic trade
activities increased from UGX 2,402 billion in 2013/14

to UGX 4,885 hillion in 2019/20, while total revenues
have increased from UGX 8,373.billion to UGX 17,126
billion over the same period.

The share of domestic trade to domestic revenues
marginally increased from 28.7 percent in 2013/14
and peaked at 30.4 percent in 2016/17 and 2018/19
before declining to 28.5 percent in 2019/20. This recent
decline in the share is partly attributed to the decrease
in trade-related activities due to the COVID-19
pandemic and the associated containment measures
that curtailed business activities. Relatedly, domestic
trade revenues have grown at an average of 13.4
percent between 2013/14 and 2019/20, peaking at
39.7 percentin 2016/17, while a decline of 1.7 percent
was observed in 2019/20, due to the already reasons
mentioned above pertaining to COVID-19.

Figure 4  Contribution of domestic trade to revenue (UGX billion and share)

18000 35.0
16000 300
14000
25.0
12000
S 10000 200 g3
& 8000 150 = =
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10.0
4000
2000 - 50
0 - 0.0
2013/14 2014/15 2015/16 2016/17 2017/18 2018/19 2019/20
mmm Domestic trade I Revenue —a— % share

Source: Authors’ construct using data from URA's Revenue Performance Report

Notably, the growth in revenues from domestic trade activities is largely driven by the increase in the number of
businesses, especially wholesale enterprises. Table 2 provides the detailed contribution of specific domestic trade
activities to revenues. Wholesale enterprises have the most significant contribution to domestic trade revenues.
For instance, on average, between 2013/14 and 2016/17, wholesale trade contributed about 63 percent, retail
trade about 31 percent and repairs of motor vehicles and motorcycles about 6 percent. This is because wholesale
trade businesses sell goods in large quantities and are more compliant in paying taxes



8102 ‘vyn 82In0g

"[10Z wO€ 8unf —9T0Z 1T AInf woup pouad 8y a1 /T — 970z Jeak [e1oueul} 8y} Japun uorele|asp ey} papnjoul am uay] “/10Z 18qwada( ,sT¢ — Menuer T Sul1an0d uoijeejdap e sywans wit) e 33 “1eak [eloueut)
Buipasaid ay} 0} 3uojaq 0} UOIYEIR|IBP AU} PAJUN0I SABM]E BM ‘SBSBI 350U} 104 SIeak 1BPUS|BD 10} SUOIRIB|BP JIBY} HLUGNS SLLII} ‘SASED J0 JaquInU |[ews B 104 ",OE 8UN[ — T A|nf SIeak [e1oueuly auj 10} SUOILIR|ISP 8SAU} HLUQNS A||BULIOU SLLUII{ :SALUBL} BWI] §/€

'$10309S-qns snolieA ay} Aq dn 10198 8y} 10} (€101 8L} IS 8 “(DIS| BYY JO IN0J UOISIOA PASIAGI B} JO ), UONI8S “8'l) 66/ — 0TGY DIS| SE B]es |IB1a1/8[eSa|ouM au1jap )| :,8ped), J1ISAWop JO uo
I[JiW 3U81INd U pejussaid Ing pale|jep Jou aie sanjeA 8say ] “swiiy Jo s1diaoa) SS013/sa|es (10} panodal ,SI9qINU BNUBABI By} PASN | 03 SIS00 ‘SBNUBAS] PaIR|Iap S,WLlI} U} U0 SaIN31} apIAd yIIYM ‘SUIal |17 woly ale 8say] :eleq &/

480 €/¢

‘IpdapAaly WSaIIaS/[Salas/uoneal[qnd/psun/sio i sieisin//-Sany + uoisiAal $8pod 9|S| 8y} 43N0y} $10198S-GNS J0 UOILILIUBP] SUOIIRIB|IBP [|7) UO PASBY :Sal0N

980°865°/¢ £€L8L08C)  ¥EV'9858C 7r8020'vc 1exof
e's 9€z'11 910°G A SjayJell 10 S|[e)s ‘Sal0}s Ul Jou pel] [Iejay
680°L 968'Z £90'Y 0£6'91 Sjoylel pue sjjejs ein ajes Jiejay
251'96'T #78'600°C €87'78L'T 67266 $a10)S Pazifeloads Ui SPOOS 1ay1o Jo 9/es Jiejay
eey'ees 96/'64¢€ [19'82¢ 265082 S8J0JS PaZzi[e1aads Ul SPoos L0eaIdal pue [einynd Jo 9|es |1ejay
809°€9T'y 606'G89 GEE'/GT'T G/1'G8S $810)S pazije1oads ur Juawidinba pjoyasnoy 190 Jo ajes Jiejay
A RA]! [FARAN 8zy'LS1 96t'€92 $810}S pazi[e1ads - uj Juswdinb SUoReINUNUILIOI PUE UORLLIOJUI JO BJeS [1B9Y
€ET'91Z'E €08'608°¢ 216'GE8'e 6EL'6YT'E $8.10}S PazI[e19ads uj [anj SAOLIOINE JO BJeS [1Bjay
88G0LY'T ¥80'69L'T LET0VO0'T 8€€'186 $910}S Pazi[e10ads Ul 028G} pue Sa3elanaq ‘pooj Jo J[es [Iejay
€19'1T 1€7'822 (22961 128'191 $810)S Pazi|elaads-uou uj 9jes Jiejoy
0vE6ISTT 008868 22/°8058 28L°The sajafaloyow pue sajalyan 10jou Jo ydaaxa ‘apel) [1e)ay
155'%92°¢ [AVAY4AS 769'891°¢ 168'99/'C apel) a/esajoym pazijelaads-Loy
7251681 G96'9GL'L 6G0'9¢8'L 901'1809 8/eSajoyM pazi[e1aads a0
1/6°0L€8 €16'%09'T 1/8°976°C 8G8'T19'C saiddns pue Juswdinbe Aiguiyoew Jo aessjoyp
626791 3 WAYS A 61021 D003 pjoyasnoy Jo ajesajoyp
G80'7h9'C 8L1'6LY'C 201'6ELT 176°GEE'C 099840} pue Sa5eiaaq ‘pooj Jo [esajoy
£er'v06 £0€'208 897'739 968'y/1 Sfeluiue anl pue sjeLig)ew mel [einynalise jo a/esajoym
8E1'G8Y 962'T¥9 8€6'899 081'79L SISBq JOBLU0I 10 33} B U0 8[ESS|0Y)
6£9'62vC 6I8TP6'9T  08€/8T8T 186°681°GT $9J9A2.10)0W pue $9[91y3A J0joul Jo Jd3Ix3 ‘apel) 9[esajou
¥6L'LGE 1888/ A4 116'€72 $9110SS999e pue Sped pajejal pue Sajafaiojow Jo sedal pue saueusdjuew ‘9es
Ovv'L1€ 811'60€ L1062 0€6'992 $9110S$829€ pue sped 9jallaA Jojow Jo sjes
96€'G8 12v'001 v0£'18 22001 S9/21Y8A J0j0W J0 Jredal pue saueusd)urey
181816 16V'£52'T 0€6'192'T 6652€6 $9jaIlyan 10)0LU JO 8BS
ITT'60L'T 17415444 GEE068°T 825°c6y'T $ajafa1030w pue $ajalyaA 10joww Jo Jiedal pue apel) [1e}al pue ajesajoy
LT/910Z 9T/6102 GT/¥10C v1/€102 10193s apeJ) ansawoq

*(SaNJBA JU3.11N9 ‘SUOI||IW X9N) 9PLJ) [IB)3 pue ajesajoym s,epues Jo sanuaAay

¢ 9lqeL

RESEARCH SERIES 159

10



The key takeaways from this subsection are that GDP
growth is highly driven by services which are turn are
driven by domestic trade activities from the formal

sector. In addition, domestic trade “trade and repairs”

are highly susceptible to global and national actions,
such as lockdowns. Domestic trade is also highly
hinged on the international trade of imported goods. So
globalisation has influenced Uganda’s domestic trade.
More so, the contribution of domestic trade to revenue
generation, though still ranked among the highest, has
been declining recently.

4.3 Domestic trade as an avenue for employment
creation

This subsection shows the contribution of domestic
trade to employment creation. Notably, after the
agriculture sector, the largest percentage of the working
Ugandans are employed in the domestic trade sector.
Using the UNHS for 2013/13, 2016/17 and 2019/20
and categorising domestic trade at three broad sector
levels by ISIC, the discussion looks at the distribution
of employment by participation (formal and informal),
gender (sex distribution), lifecycle (with emphasis on
youth) and the skill set composition.

4.3.1 Patterns of employment in domestic trade

Table 3 provides a subsector breakdown of employment
in domestic trade activities between 2012/13 and
2019/20. For the working-age group (14-64 years),
retail trade, except motor vehicles and motorcycle
activities, has the highest employment share (about
93 percent on average). Still, the lowest annual
employment growth rate of 2.8 percent compared to
other domestic trade sectors. Wholesale and retail
trade and repair of more vehicles and motorcycles
had an annual employment growth of 8.1 percent,
and wholesale trade, except for motor vehicles and
motorcycles, had a growth rate of 9.0 percent.

The high employment mainly drove the high
employment share in retail trade activities (retail sale
of automotive fuel in specialised stores activities),
which employed over 56 percent of persons in retail
trade, on average. Notably, this subsector employed
1.6 million people in 2012/13, and this increased to

about 2.5 million in 2016/17, but fell to 2.1 million
in 2019/20, with an annualised growth rate of 3.8
percent. The rise in employment between 2012/13 and
2016/17 corresponds with the increase in automobile
use, especially in the urban centres. Indeed, in 2017,
135,032 privately owned vehicles and motorcycles
were registered (UBOS, 2019). The subsequent
decline in employment in retail trade in 2019/20
could be attributed to the high competitiveness in
the retail of automotive fuel, leading to the closure of
some specialised stores, which resulted in lay-offs. A
significant decline in employment in retail trade, not
in stores, stalls or markets (vending or over internet
platforms) was also observed, from 432,000in 2016/17
to 187,400 in 2019/2020, with its employment share
dropping to 5.2 percent.

Other specific retail trade activities that registered
noteworthy declines in employment included the retail
sale of food, beverages and tobacco in specialised
stores and retail sale via stalls and markets (sale or
resale of commodities, such asfood, beverages, clothing,
textiles and footwear, among other commodities)
(Table 3). In contrast, employment in wholesale and
retail trade and repair of motor vehicles was mainly
driven by persons employed in the maintenance and
repair of motor vehicle activities, which accounted for
a 1.9 percent annual growth. This employed 36,600
persons in 2012/13, with additional 9,900 persons
by 2016/17; the activity, however, exhibited a decline
of 4,400 person by 2019/20. Furthermore, wholesale
trade, except of motor vehicles and motorcycles, had
wholesale of food, beverages and tobacco-specific
activity employing more persons than any other activity
in this chain of domestic trade. These findings reveal
that retail trade and, more significantly, retail sale of
automotive fuel in specialised stores contributed more
to employment, with similar findings showing similar
patterns among the youth (Table A1-Annex) but with no
growth observed throughout the analysis. Based on the
overall and youth employment patterns, almost half of
the working-age group in retail trade are young.
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4.3.2 Employment in formal and informal domestic
trade activities.

Table 4 presents employment analysis for the working-
age group (14-64 years) and Uganda’s youth (18-30
years) for formal and informal employment. Specifically,
Table 4 highlights that employment in total informal
trade almost doubled and increased from 2.6 million in
2012/13 to 4.3 million in 2016/17, representing a 64.1
percent increase over the five (5) years. However, the
number of persons in informal trade activities reduced
by 28 percent from 4.3 million in 2016/17 to 3.1 million
in 2019/20. Conversely, formal trade employees
more than doubled by 257,800 between 2016/17 and
2019/20. This is partly attributed to the awareness and
embracing of incentives for formalising trade activities.

Overall, we note that employment growth is driven by
employment growth in the retail trade-related activities
irrespective of the status of participation for the period
between 2012/13-2016/17. This alludes to a reduction

in major wholesalers or the diversification of wholesale
trade into retail outlets. However, by 2019/20, the
informal retail trade employment had declined to 2.8
million from 4.2 million persons in the previous period.
However, more formalisation of retail activities was
evident, with annualised growth of 0.08 percent. While
formal employment in wholesale and retail trade
and repair of motor vehicles and motorcycles plus
wholesale, except in motor vehicles and motorcycles,
had negative annualised growth rates of 0.7 percent
and 0.4 percent, respectively, from 2012/13 to
2016/17, these trade sectors both showed growth in
formal employment by 2019/20, with overall annual
growth of 0.09 and 0.11 percent respectively.

Over the five years, retail trade, except motor vehicles
and motorcycles trade sector remained the largest
employer for most Ugandans and the youth. The most
salient feature is that the overall formal and informal
employment in domestic trade is driven by annualised
employment growth in retail trade.

Table4  Employment in formal and informal domestic trade

201213 | 2016/7 | 201920 | Annual % growth
(2019/20-
Employment (‘000) 2012/13)
For- | Infor- | For- For- | Infor-
Broad domestic trade sector mal mal | mal Informal mal mal | Formal | Informal
All (14-64 years)
Wholesale and retail trade and repair of motor
vehicles and motorcycles 6.2 49.8 0.1 99.2| 153 85.5 0.09 0.05
Wholesale trade, except of motor vehicles and
motorcycles 7.2 97.9 0.7 203.1| 224| 1788 0.11 0.06
Retail trade, except of motor vehicles and mo-
torcycles 2146 | 2,487.6 | 251.3 4,021.2 | 4723 | 2,834.0 0.08 0.01
Total 2279 | 2,635.2 | 252.0 4,323.4 | 509.8 | 3,098.2 0.08 0.02
Youth (18-30 years)
Wholesale and retail trade and repair of motor
vehicles and motorcycles 4.0 335 0.0 50.4 1.6 346 -13.02 0.41
Wholesale trade, except of motor vehicles and
motorcycles 14 46.6 0.7 81.9 49 619 17.29 391
Retail trade, except of motor vehicles and mo-
torcycles 709 1,155.6 | 72.0 1,904.0 | 106.7 | 1,102.1 5.64 -0.65
Total 76.2 1 1,235.7| 726 2,036.2 | 113.11] 1,198.4 5.45 -0.42

Source: Authors’ computations using UBOS UNHS datasets



4.3.3 Gendered participation in domestic trade

Table 5 presents employment in domestic trade from
a gender perspective. Overall, for the aggregate (14
— 64 years) working-age category, domestic trade
employment was more biased towards males (53
percent) than females (47 percent) between 2012/13
and 2019/20. 8

Table 5 further shows that the number of males grew
by 53 percent from 1.5 million in 2012/13 to 2.3 million
in 2016/17 and declined by 15 percent to 2.0 million
in 2019/20. Conversely, females grew by 67 percent
from 1.3 million in 2012/13 to 2.2 million in 2016/17
and declined by 26 percent to 1.6 million in 2019/20.
However, the annualised growth rate for males and
females between 2012/13 and 2019/20 is less than
1 percent. It is important to note that much of the
increase in the number of people (males and females)
engaged in domestic trade is primarily driven by the
rise in the retail trade, except for motor vehicles and
motorcycles.

Notably, the observed employed working-age gender
patterns in the three domestic trade sectors at the
aggregate level are mirrored at a youth level, save for
two crucial differences. First, unlike the dominance of
males across all the three domestic trade sectors at the
aggregate level, young women are more employed in
retail trade, except of motor vehicles and motorcycles,
than young men. This could reflect that young women
find it relatively easier to work in the retail sector
because it has lower demands that other sectors,
requires less initial capital or investments and enables
them to engage in unpaid care work.

Second, Table 5 shows that younger women (52
percent) are more engaged in domestic trade activities
than young men (48 percent). Specifically, in 2012/13,
about 51 percent of young women and 49 percent of
young men were engaged in domestic trade activities. It
maintained this pattern in 2016/17 and 2019/20, with
more young women (53 percent) than young men (47

8 Specifically, in 2012/13, about 53 percent of the workers were male and 47 percent were
female. In the later survey period (2016/17), this pattern was temporarily upended with
the share of women increasing to 49 percent while, males decreased to 51 percent. By
2019/20, the dominance of males in domestic trade was restored to 54 percent while
that of women decreased to 46 percent. This reversal in shares demonstrates that women
traders were more affected than their male counterparts during the COVID-19 pandemic.
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percent). This could be due to a large share of young
females employed in retail sales via stalls and markets
and retail sales in non-specialised stores.

Overall, the annualised growth rate for employment
in domestic trade for young men (-0.44 percent) and
young women (0.41 percent) are low. For young men,
it is because of the decline in males engaged in retail
trade, except for motor vehicles and motorcycles,
especially in 2019/20. Conversely, for young women,
it is because of the decline in the females engaged in
wholesale and retail trade and repair of motor vehicles
and motorcycles.

The key insights from this subsection are that retalil
trade is the dominant source of employment for men
and women, employing 3.6 million males and females
in 2019/20 (Table 5). Wholesale and retail trade and
repair of motor vehicles and motorcycles employed the
least, with 100,700 males and females in 2019/20. As
of 2019/20, 663,300 female and 545,500 male youth
were employed in retail trade. More youth opt for retail
trade because the cost of entry into this sub-sector is
relatively low, does not require high levels of education
or skills, and attracts fewer taxes.



Table5  Employment in domestic trade by gender and age group

201213 | 2016/17 | 2019/20 Ann(ual %/growth
2012/13-
Employment (‘000) 2019/20)

Broad domestic trade sector Females| Males|Females| Males| Females| Males| Females| Males
All (14-64 years)
Wholesale and retail trade and repair of motor vehicles 320 578 790 921 29 985 -003 0.06
and motorcycles _
Wholesale trade, except of motor vehicles and 190 860 530 1508 60.9 1403 011 0.05
motorcycles
Retail trade, except of motor vehicles and motorcycles | 1,319.9| 1,382.3| 2,187.9| 2,084.6/ 1,586.9 1,719.4 0.02 0.02
Total 1,342.1| 1,521.0/ 2,248.0| 2,327.4| 1,649.9 1,958.1 0.02 0.02
Youth (18-30 years)
Wholesale and retail trade and repair of motor vehicles 20 353 12 162 06 356 -19.48 0.10
and motorcycles '
Wholesale trade, except of motor vehicles and 96 385 223 603 25 6 12 1352 097
motorcycles
Retail trade, except of motor vehicles and motorcycles 657.6/ 569.0/1,084.1/ 891.8| 663.3 5455 0.12| -0.58
Total 669.3| 642.6/ 1,110.5| 998.3] 689.3] 6222 041 -0.44
Source: Authors’ computations using UBOS UNHS datasets
4.3.4 Skills profiles of persons in domestic trade (2019/20).

Table 6 shows the skills profile of employment in
domestic trade by broad domestic trade sectors.
Across all the three years (2012/13, 2016/17 and
2019/20), for the aggregate (1464 years) and the
youth (18-30 years) categories, the highly skilled are
majorly employed in retail trade, except motor vehicles
and motorcycles. On the other hand, the skilled are
mainly employed in wholesale trade, except for motor
vehicles and motorcycles. In contrast, the low-skilled
are largely engaged in the wholesale and retail trade
and repair of motor vehicles and motorcycles.

Specifically, at the aggregate level, the proportion
of the highly skilled in retail trade, except for motor
vehicles and motorcycles, increased from 13.6
percent (2012/13) to 15.3 percent (2016/17) and 17.1
percent (2019/20). Conversely, the percentage of the
skilled engaged in wholesale trade, except for motor
vehicles and motorcycles, increased from 78.1 percent
(2012/13) to 88.6 percent (2016/17) and declined to
81.5 percent (2019/20). On the other hand, the low-
skilled who are largely employed in the wholesale
and retail trade and repair of motor vehicles and
motorcycles decreased from 71.8 percent (2012/13) to
61.4 percent (2016/17) and increased to 64.6 percent

For the youth, the proportion of the highly skilled in
retail trade, except for motor vehicles and motorcycles,
increased from 11.3 percent (2012/13) to 13.4 percent
(2016/17) and 14 percent (2019/20). Conversely, the
percentage of the skilled youth engaged in wholesale
trade, except for motor vehicles and motorcycles,
increased from 71.8 percent (2012/13) to 83.3 percent
(2016/17) and declined to 77.4 percent (2019/20).
On the other hand, the low-skilled who are primarily
employed in the wholesale and retail trade and repair
of motor vehicles and motorcycles decreased from
74.5 percent (2012/13) to 71.3 percent (2016/17) and
increased to 75.9 percent (2019/20).

Notably, at both the aggregate and youth level, there is
evidence of a skills transition across the employment
sectors of domestic trade. For instance, there is a shift
from low-skilled to high-skilled, especially among those
employed in retail trade, except for motor vehicles and
motorcycles and wholesale and retail trade and repair
of motor vehicles and motorcycles. In other words, the
proportion of the highly skilled is increasing, albeit at a
marginal level.



From Table 6, most of the occupations in the sectors
are comprised of low-skilled workers, both in the total
working-age population (14-64 years) and youth (18-
30 years). The data also point towards scarcity of high
skilled labour across the sector, age categories and
time. However, between 2012/13 and 2019/20, there
was a marked fluctuation in the low skilled (a decrease
in 2016/17 and an increase in 2019/20) and skilled
(grew in 2016/17 and fell in 2019/20) labour across all
domestic trade activities.

The key insights from the analysis are that beyond
wholesale trade, except for motor vehicles and

motorcycles, the retail trade subsector also has a
higher potential for employing skilled workers. Given
that many youths cannot get jobs in the formal sector,
especially government jobs, it is plausible to find
many young degrees and diploma holders in the retail-
related domestic trade activities such as the sale of
goods in stalls, and markets, sale of automotive fuel in
specialised stores, retail sale in-non-specialised stores.
Others are in sales/marketing positions for bigger well,
established businesses.

Table 6  Skills structure of persons employed in domestic trade by activity (%)
2012/13 2016/17 2019/20
High : Low High . Low High . Low
shiled, SN0 cited|  skiled S0 qyied skilled] SN ghilled
All (14-64 years)
thlesaleandretaﬂtradeandrepalrofmotor 00 282 718 21 365 614 14 310 646
vehicles and motorcycles _
Wholesale trade, except of motor vehicles and 28 781 191 17 886 97 20 815 165
motqrcycles .
Retail trade, except of motor vehicles and 136 575 286 153 627 220 171 551 278
motorcycles
Youth (18-30 years)
thlesaleandretaﬂtradeandrepalrofmotor 00 255 745 00 287 713 00 211 759
vehicles and motorcycles .
Wholesale trade, except of motor vehicles and 31 718 25 | 12 833 155 16 774 209
moto_rcycles _
Retail trade, except of motor vehicles and 113 591 29 5 13.4 618 247 140 564 296
motorcycles

Notes: Skills categorisations are based on the International Standard Classification of Occupations (ISCO): https://www.ilo.org/wemsp5/groups/public/---dgreports/---

dcomm/---publ/documents/publication/wems_172572.pdf#374
1/3: High skilled includes: Managers and Professionals.

2/3: Skilled includes: Technicians and Associate Professionals; Clerical Support Workers; and Service and Sales Workers.
3/3: Low skilled includes Skilled Agricultural, Forestry and Fishery Workers; Craft and Related Trades Workers; Plant and Machine Operators and Assemblers; and

Elementary Occupations.

Source: Authors’ computations using UBOS UNHS datasets
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9 IS THE BUSINESS
ENVIRONMENT ADEQUATE
TO FOSTER DOMESTIC
TRADE IN UGANDA?

This section lays out the existing policies, laws,
strategies and stakeholders governing the domestic
trade operations in Uganda. More specifically, the
review and assessment have been made on whether
Uganda has the necessary institutions to support
domestic trade growth and development

9.1 Regulatory, policy and planning frameworks for
enhancing domestic trade

Considerable effort has been made to enact laws and

policies to enhance domestic trade activities in Uganda.
Figure 5 shows these plans are designed to cover all
aspects of domestic trade (goods and services). More
succinctly, these laws and regulations govern domestic
trade activities by the different actors, especially the
interplay between wholesalers, retailers and their
customers.

While the Constitution of the Republic of Uganda
(1995, as amended) does not have specific domestic
trade provisions, it commits to providing an enabling
environment. Under Article XIV on General social
and economic objectives, it states that “the State
shall endeavour to fulfil the fundamental rights of all
Ugandans to social justice and economic development
and shall, in particular, ensure that— (a) all
developmental efforts are directed at ensuring the
maximum social and cultural well-being of the people.”

Figure 5

Legal, policy, and planning frameworks in domestic trade

The 1995 Constitution of the Republic of Uganda

~
~~
~~
~
S~

SN Viicinn 2040

National Develonment Plans

Annual National Budgets

\4

V%

Laws and regulations
- National Local Content Act (2020)

Policies

- Tax Procedures Code Act 2014 (as amended)
- National Social Security Fund Act Cap. 222

- Anti-Money Laundering Act 2013

- Adulteration of Produce Act, Cap. 27

- Public Health Act Cap 281.

Policy (2014)

- Registration of Titles Act Cap 230

- Sale of Goods and Supply of Services Act 2017
- Uganda Bureau of Standards Act cap 327
- Value Added Tax Act Cap 349

- Weights and Measure’s Act Cap 103

- Occupational Safety and Health Act 2006.
- Electronic Transactions Act 2011

- Computer misuse Act

- Electronic Signatures Act, 2011

- Industrial Property Regulations (2017)

- Trademarks Regulations (2012)

National Trade Policy (2007)

National Standards and Quality Policy
National Competition and Consumer Protection

- Contract Act Cap 73 - National Grain Trade Policy

- Business Names Registration Act Cap 109 Financial - National Textile Policy
Institutions Act Cap 54 - National Sugar Policy

- Food and Drugs Act Cap 278

- Insurance Act Cap 340

- Patents Act Cap 216

Plans and Strategies
- National Development Strategy for Private Sector

- Local Governments Act Cap 243, - National Industrial Development Policy (2020) Development (2017)
- Trade (licensing) Act Cap 101 (as amended) - Uganda Micro, Small and Medium Enterprise - National Industrial Sector Strategic Plan (2020)
- Investment Code Act 2019 Policy (2015). - National ~Policy and Quality Standards

Implementation Plan
- National Standardization Strategy (2019)
The Trade, Industry and Cooperatives Sector
Development Plan (2015/16 — 2019/20)

Buy Uganda Build Uganda Policy - Strategic Plan for Buy Uganda Build Uganda

(2015/16 - 2019/20)
- UNBS Strategic Plan (2015 -2020)

Source: Authors’ construct, 2021
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Fostering domestic trade for Ugandans’ well-being is
also a constitutional mandate. Key transformative
strategies have been laid out for steering domestic trade
through the national Vision 2040 and the associated
six-year implementation plans (National Development
Plans [NDPs]).

The key policy and laws for the development of the
domestic trade subsector are the National Trade Policy
(2007) and the Trade (licensing) Act Cap 101 (as
amended). The policy has been in place for over 14
years, with possible amendments. The policy is aligned
with Vision 2040 and commits to developing domestic
trade to boost production and as a springboard for
participation in international trade. Other supportive
policies and acts are available to ensure this is
supported (Figure 5). Among these policies is the
Buy Uganda Build Uganda (BUBU) policy, which is
discussed below.

Though not identified, Vision 2040 articulates the
strategic elements that could, if implemented, bolster
domestic trade. For instance, the government commits
to addressing the binding constraints that affect doing
business, including poor access to finance, corruption,
high tax rates, inadequate supply of infrastructure
and government bureaucracy, among others (NPA,
2010). Also, to develop trade further, the government
committed to investing, collecting and disseminating
information to facilitate private investment decision-
making.

Notably, the design and implementation of NDP | and Il
followed a sectoral approach. We had key core projects
supporting domestic trade, including Phase two of the
Markets and Agriculture Trade Improvement Project
(MATIP 1), revitalisation of Uganda Development
Corporation (UBC) and recapitalisation of Uganda
Development Bank (UDB). These interventions have

Box 1: Buy Uganda Build Uganda Policy

The Government of Uganda launched the BUBU policy in 2017 to promote domestic trade: the public and household
consumption of local goods and services. This was to be achieved through promoting local content, innovation, quality
standardization, and public private partnerships, among other aspects. Public procurement is an important component of
BUBU; recently, the Government issued a directive requiring all MDAs and LGs to procure furniture from local suppliers.
Furthermore, the recent Public Procurement and Disposal of Public Assets Authority reforms, such as the Reservation
and Preference scheme, align with the BUBU policy. These reforms aim to promote local content by sourcing of services,
goods and works domestically (MTIC, 2014). The National Trade Policy had previously referred to this as affirmative
action for local suppliers.

SEATINI (2019) projected that BUBU would benefit local suppliers and manufacturers of Micro, Small, and Medium
Enterprises, which account for 90% of Uganda's private sector and 80% of product value addition. The BUBU policy
builds on many opportunities including, supermarkets’ growth due to urban sprawl and a surge in the middle class
(MTIC, 2014). Furthermore, as non-specialised retail points, supermarkets mainly source agro-produce locally, and
imported merchandise from wholesalers. Nonetheless, locally manufactured commodities have limited shelf space in
supermarkets due to poor packaging, high cost and irregular supply (ibid). Therefore, on the domestic front, the policy
aims to increase shelf space by 50%.

Estimates by the Ministry of Trade, Industry and Cooperatives (MTIC) show that locally produced commodities such as
shoes and school uniforms for secondary and primary schools have the potential to earn UGX 457 billion and 199 billion,
respectively (MTIC, 2014).

Despite this progress, the full implementation of the policy has been fraught with challenges with some MDAs and LGs
procuring furniture from foreign suppliers and the absence of a clear and strong monitoring, evaluation and learning
framework to track progress and ensure compliance. This signals a lack of commitment and a political champion to
spearhead the implementation of the policy.

RESEARCH SERIES 159



partly facilitated domestic trade development by
improving the marketplace’s economic and social
infrastructure and increasing access to affordable
finance.

However, beneficiaries of these interventions have
mainly been from large-scale enterprises. In addition,
access and utilisation of the constructed markets under
the MATIP project remain low in some areas because of
payment of exorbitant rent and low demand for products
in markets. Some traders have returned to selling on the
roadside, where they do not pay for space and a more
extensive customer base. Some premises lack basic
infrastructure, such as electricity, sewerage and water,
thus hindering business development. In addition,
there is limited access to finance through Uganda
Development Corporation and Uganda Development
Bank because of the cumbersome procedures for
accessing loans and the stringent requirements.

Through the Trade, Industry and Cooperatives Sector
Development Plan (2015/16 — 2019/20), the policy
has implemented some interventions and oversaw
allocations to projects laid out in the NDP | and Il period
through its sector budget. These projects aimed to
provide quality trading or marketing infrastructure and
develop the domestic market system. In addition, the
strategy also emphasised strengthening the capacity of
the trade support institutions and strong inter-agency
collaboration.

The current NDP Il (2020/21-2024/25) follows a
programme approach, which prioritises some of the
core projects identified in the NDP Il period. Unlike
NDP | and I, NDP Il envisions strengthening the
government’s role in exploiting the quasi-market and
developing public-private partnership approaches.
Notably, of the twenty (20) NDP Il programmes, the
programme that is mainly relevant for domestic trade
development is Private Sector Development. This
programme involves ongoing projects such as (i)
Competitiveness and Enterprises Development and (ii)
Capitalisation of strategic Public Corporations (UDB
and UDC) .

Other NDP Il programmes highlight guidelines for
promoting branding, quality assurance, product

innovation, information access, formalisation of
economic activities and credit acquisition. Furthermore,
the government commits to facilitating domestic Micro,
Small, and Medium Enterprises to produce goods for
local and international markets.

In other words, the policy, regulatory and planning
foundation for domestic trade growth and development
are well-grounded. Despite this large number of
policies, their overall impact on sustainably building a
lucrative domestic trade space has been limited. For
example, many policies do not have costed strategies
for effective implementation and where they exist, they
are not aligned to NDPs (EPRC, 2018).

5.2 Institutions facilitating domestic trade

This subsection examines the adequacy of the current
institutional frameworks to provide the necessary
support to enhance domestic trade. Figure 6 outlines
the key institutions that contribute to the functioning of
domestic trade in Uganda. These are categorised at the
Ministry, Department and Agencies (MDAs) and non-
state levels.

Overall, the Ministry of Trade, Industry and Cooperatives
(MTIC) is the lead institution mandated to promote
the development of domestic trade. More specifically,
the internal (domestic) trade department at MTIC is
responsible for developing, coordinating, regulating,
promoting and facilitating domestic trade (MTIC, 2020).
Someof its primaryfunctions are toinitiate and formulate
policies, legislation and strategies for domestic trade
development and to coordinate the design of policy
interventions that promote the competitiveness of
Ugandan products and services domestically and
internationally. The District Commercial Officers (DCOs)
play a crucial role in domestic trade development at
the local government level. The DCOs are mandated
to oversee matters related to domestic trade, such as
establishing linkages between the trade and productive
sectors of their respective districts and the collection,
analysis, interpretation and dissemination of local
trade information (MTTI, 2007).
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Figure 6  Key institutional players in the domestic trade sector

Institutions

| State - Ministries

| | State - Departments & Agencies | |

Non- State |

Ministry of Finance, Planning and Economic

Department of Internal Trade

Development - Uganda Bureau of Statistics - Uganda Manufacturers’ Association
- Ministry of Local Government - Uganda National Bureau of Standards - United Nations Industrial Development
- Ministry of Water and Environment - Uganda Investment Authority Organization
- Ministry of Works and Transport - Uganda Revenue Authority - European Union
- Ministry of Justice and Constitutional Affairs - Uganda Registration Services Bureau - Uganda Small Scale Industries Association
- National Planning Authority - Uganda National Chamber of Commerce and | |- United Nations Development Programme
- Ministry of Gender, Labour and Social Industry - Kampala City Traders Association
Development - Uganda Development Bank - Federation of Small and Medium-sized
- Ministry of Agriculture, Animal Industry and - Uganda Development Cooperation Enterprises
Fisheries - Textile Development Agency

- Uganda Warehouse Receipting Systems Authority
- Uganda Industrial Research Institute

Private Sector Foundation Uganda

Source: Author’s construction, 2021

Other key government ministries supporting domestic
trade development include the Ministry of Finance,
Planning and Economic Development (for mobilising
and allocating funding for internal trade interventions),
Ministry of Justice and Constitutional Affairs (for dispute
settlement and ensuring the rule of law in economic
activities), Ministry of Gender, Labour and Social
Development (enforce labour, employment and social
protection measures) and Ministry of Local Government
(ensure regulation of trade in upper and lower local
government’s). To some extent, these ministries
have been able to perform their responsibilities, such
as allocating funds for domestic trade interventions,
ensuring the rule of law, and providing regulations
to guide employer-employee relationships. However,
much more must be done to ensure that sufficient
funds are disbursed, laws are implemented, disputes
are settled in time, and employment policies regulating
domestic trade are implemented fairly and not in favour
of foreign investors alone.

Among the government agencies supporting domestic
trade are the Uganda Revenue Authority (licensing
wholesalers and retailers and mobilising tax revenues),
the Uganda National Bureau of Standards (mandated
to formulate, promote and enforce the use of standards
to promote quality and enhance competitiveness),
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Uganda Registration Services Bureau (registration of
wholesalers and retailers) and Uganda Development
Cooperation (providing affordable credit to businesses).
In addition, the UBOS also collects data on domestic
trade activities in its UNHSs and the Census of
Business Establishments (COBE). The key government
agencies continue to underperform on their mandates
for various reasons. For instance, because of the high
informality of domestic trade activities (see section
4.3.2), most retailers and wholesalers are not licensed
and continue to engage in pervasive tax avoidance and
gvasion activities. Further, the informal domestic trade
businesses also have limited access to affordable
credit from UDC and the adoption of quality standards.
On the other hand, limited funding to the (i) UNBS has
made standards enforcement difficult, and (ii) UBOS
has made it challenging to undertake the COBE in time.

Non-state actors include private sector associations
that bring together different wholesalers and retailers.
These include Uganda Small Scale Industries
Association ~ (USSIA), Uganda  Manufacturers
Association (UMA), Private Sector Foundation Uganda
(PSFU) and Kampala City Traders Association (KACITA).
The development partners include the United Nations
Industrial Development Organization (UNIDO) and
United Nations Development Programme (UNDP). The



MTIC has made efforts to enhance the participation and
effective involvement of non-state actors, especially at
the central level, through consultations in meetings and
workshops. In addition, other actors such as KACITA,
PSFU and UMA are very active and instrumental in
engaging the government about domestic trade issues.

6. CHALLENGES IN FOSTERING
A SUSTAINABLE DOMESTIC
TRADE SECTOR

Beyond the political economy willingness, the challenges
primarily lie in the gaps in the laws, policies, strategies,
and institutional mandates to drive the domestic trade
activities as an engine for growth. Specifically, on the
regulatory, policy and planning front, the challenges
include;

a.  Inadequate funding to implement policy
provisions  and interventions  under
different strategies and plans: For instance,
the National Trade Policy (2007) envisaged the
establishment of an Information Management
System that would provide trade information on
relevant trade agencies, market prices, quality
standards, certification and taxes. However,
this proposal has fallen short over the years due
to poor technological infrastructure and a lack
of financial commitment from the government.
Whereas NDP [l proposes the establishment
of an Information Management System, this
will not be realised if the government does not
commit sufficient resources to set it up.

b.  Delays in enacting the Consumer
Protection Bill (2004) compromise the
well-being of consumers: The Consumer
Protection Bill (2004) that aims to protect
consumers from consuming substandard goods
has not been passed into law. Whereas some
consumer protection laws exist, these are not
comprehensive enough to cover the salient
issues that are vital for protecting consumers
against unfair and deceptive practices. Further
still, efforts toward consumer protection are
also undermined by the existence of a large

informal sector, which is unregulated and deals
in substandard products.

c.  Domestic trade is not adequately prioritised
in the National Vision 2040 and subsequent
implementation plans: The National Vision
2040 acknowledges the importance of trade
(domestic and foreign). However, most
interventions® aimed at facilitating and boosting
external trade. In addition, there is limited
attention to domestic trade in the annual budgets
and the sector plans prioritising internal trade,
such as the Trade, Industry and Cooperatives
Sector Development Plan, were not adequately
funded.

d.  The existing policies and strategies lack
clear monitoring, evaluation and learning
frameworks: For instance, the accountability
system for the National Trade Policy does not
have well-articulated and measurable priorities
and targets for domestic trade. In addition, the
funding mechanisms with budgetary provisions
for individual policy areas and an action plan
with a clear performance framework are non-
existent.

e.  Enforcement and adoption of quality
standards are low: The enforcement of quality
standards by UNBS is hampered by factors such
as the limited funding to establish more testing
laboratories, inadequate human resources with
the required skills, small presence of UNBS
countrywide poor attitude/mindset towards
standards. In addition, some businesses are
unaware of the benefits of adopting quality
standards. For instance, some businesses
consider quality certification, inspections and
testing a hindrance rather than an investment
for their products to compete with other products.

At the institutional level, the gaps continue to lie in:

a.  Inadequate coordination of domestic trade
activities by MTIC: There is weak coordination
of domestic trade activities and interventions
by the internal trade department. This is

9 These interventions include the review of trade policies to facilitate the efficient exchange
and management of the quality and value of imports and establishment of appropriate
policies and incentive schemes to attract capital inflows (Foreign Direct Investments,
Short-term portfolio flows and remittances) thereby improving the capital account and (iii)
establish key strategic trade zones to strengthen cross border trade among others.
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mainly because there is no clear mechanism of
coordination under the MTIC and the lack of a
strong and functional internal trade department.
The department remains underfunded and
understaffed to deliver effectively on its
mandate. In addition, the department does
not have the political power to move things.
Consequently, the supervision and monitoring
of the District/Municipal Commercial Offices’
activities are undone. Furthermore, formal
businesses, particularly those in urban areas
like Kampala, are primarily monitored, while
informal businesses are not, despite their
importance.

District Commercial Officers are not well
facilitated to perform their mandate
effectively: For instance, the DCOs are
supposed to collect, analyse, interpret and
disseminate local trade information. To date,
these activities are not undertaken by the DCOs.
This is explained by limited technical capacity,
inadequate funding, and increasing workload
(monitoring government programmes such
as Youth Livelihood Programme and Uganda
Women Entrepreneurship Programme and
donor programmes). In addition, the DCOs are
expected to increase public awareness about
the Buy Uganda Build Uganda policy and report
on product standards in the local markets.
Therefore, the lack of strategic focus for DCOs
often contributes to the greater administrative
burden resulting in lower data collection and
sharing levels, especially if the DCOs do not
consider the activity useful.

Weak linkages between production and
marketing at the national and regional
level have resulted in some areas (with plenty
of products) failing to sell to areas of scarcity.
This is especially the case with agricultural
products, which are highly perishable. This
could partly reflect the limited coordination
between institutions at the production and
the marketing levels. Further, it could reflect
the increasing support by the government and
non-government agencies towards supporting
the production value chain, especially in the
agricultural sector.
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d.

Lack of a sound and unified domestic trade
monitoring system: Whereas the government
has established systems, including UBOS
surveys such as the UNHS and the COBE,
administrative data systems at the agency
and department level (URA, UNBS) and the
local government level (DCOs), they tend to
operate in isolation. This is associated with a
lack of data compatibility because of different
data collection methodologies, monitoring
periods and levels of disaggregation and
poor information flow across MDAs and LGs
because of inadequate dissemination activities
or bureaucratic processes to obtain monitoring
data. This hinders the design of effective policies
and plans for trade development.

Limited inter-association coordination
and cooperation: The sector has several
umbrella associations that were formed
because of regional concentration of enterprises
(KACITA), value chain or product (Uganda
National Dairy Traders Association and Uganda
Manufacturers  Association) and business
size (Federation of Small and Medium-sized
Enterprises and Uganda Small-Scale Industries
Association) among other reasons. These are
weakly coordinated, and in most cases, an
association articulates issues for its members
or business interests and not the interests of
the entire wholesale and retail trade sector. The
proliferation of small breakaway associations
has further exacerbated the situation because
of governance issues.

Other cross-cutting challenges include:

a.

High transportation costs: Although the
government has undertaken significant efforts
to improve infrastructure connecting different
trading centres, persistent infrastructure gaps
still exist. Therefore, these gaps increase the
cost of doing business, mainly because of
the transportation of goods by road in rural
and urban areas. Furthermore, poor road
infrastructure in some areas is associated with
delays in transporting goods to their destination
and the breakdown of vehicles.

High cost of business finance: The Bank of



Uganda data shows an increase in the uptake
of loans for trading activities compared to
other economic activities. However, the cost of
finance, especially loans, is still high, prohibiting
further business growth and expansion.
Relatedly, most businesses struggle to repay
their loans since the domestic trade sector has
the highest non-performing loans. In addition,
most of the current government measures to
increase access to business finance mainly
favour formal businesses and exclude informal
establishments.

c.  High cost of electricity: The government has
made tremendous efforts to increase electricity
generation countrywide by establishing several
small and large hydropower stations. However,
the cost of electricity is still high across the
country, thus increasing the cost of doing
business.

1. CONCLUSION AND POLICY
ACTIONS

This paper examined the nature of domestic trade
in Uganda. Domestic trade (wholesale and retail) is
mainly captured under the System of National Accounts
in the broader services sector with “trade and repairs.”
The sector has received limited attention in Uganda'’s
policy space. However, it contributed about 9.4 percent
to services and GDP in general between 2009/10 and
2020/21 and grew from UGX 8,425 billion to UGX
10,869 billion in the same period.

Using ISIC at 4-digit categorisation, domestic trade
has been broken down into three broad categories, (i)
wholesale and retail trade and repair of motor vehicles
and motorcycles; (ii) wholesale trade, except motor
vehicles and motorcycles and (iii) retail trade, except
motor vehicles and motorcycles. The latter category
has the highest employment share for the working-age
group (14-64); this category also remained the largest
employer of the youth.

Nonetheless, the government has recognised the
importance of domestic trade and the need to support

it, given the development of internal markets and
industrial parks. Particularly the resuscitation of
cooperatives to facilitate domestic production and
exchange and the enactment of laws and regulations
that enhance domestic trade, key among these being
the National Trade Policy (2007).

Despite this, the sector faces institutional challenges
at the state and non-state levels, as well as regulatory
challenges. These include inadequate funding to
implement policy provisions and interventions; delays
in enacting laws and regulations to protect consumers;
inadequate prioritisation in national development
agendas; lack of clear monitoring, evaluation and
learning frameworks for existing policies; low
commodity quality standards; inefficient coordination
between MDAs; limited facilitation of DCOs; poor
production and market linkages among others.

All the above call for strategic policy and regulatory

interventions to boost the domestic trade sector.

Therefore, the Government of Uganda should embark

on:

a.  Continuous capitalisation of Uganda
Development Corporation with a major goal
of boosting domestic wholesale and retail
business to ensure their sustainability and
survival: This is aimed at increasing access
to favourable credit for businesses engaged
in domestic trade, which will facilitate the
diversification of business and upgrading of
value addition processes;

b.  Increase awareness of the need for
standardisation: This should be done for
the manufacturers to increase their domestic
market share and the public to demand better
quality products and services and ensure
consumer safety for better health.

c.  Streamline the mandates and coordination
of domestic trade-related activities to
overcome institutional challenges: This
will include the strategic coordination amongst
all MDAs and revising existing policies and
regulations clearly defining implementation
roles.  Additionally, increasing budgetary
allocations to the key players, such as DCOs,
enables them to implement their mandate. For
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example, the establishment of a sound and
integrated domestic trade monitoring system
will ensure established government systems
such as the UBOS surveys (like UNHS and COBE),
administrative data systems at the agency and
department level (URA, UNBS), and the local
government level (DCOs) are well coordinated.
Consequently, this will ensure streamlining and
harmonisation of data collection methodologies,
monitoring periods and levels across MDAs and
LGs for developing better policies and plans.

d.  Fast track the creation of a digital market
tracking system: The creation of a digital
market tracking system is laid out in the
National Trading Policy and the NDPs to support
the easy flow of information between regional
markets and manufacturers/producers and
consumers. In addition, the state and non-
state actors need to support the development of
trade infrastructure, such as markets, storage
facilities and roads to connect regional markets,
among others. For example, a digital market
tracking system will enable District Commercial
Officers (DCOs) to perform on their mandate
and strengthen the linkages between production
and marketing at the national and regional
levels. However, continuous technical capacity
building to undertake the activities mentioned
above. The local governments also need to
minimise increasing the workload of DCOs if
their facilitation to undertake additional roles is
not guaranteed.
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ANNEX

Table Al: Employment by domestic sector, youth (18-30 years)

2012/13‘ 2016/17

2012/13‘ 2016/17

2019/20 2019/20| Annualised %

growth (2012/13-
Domestic trade sector of employment Employment (‘000) Employment share 2019/20)
Wholesale and retail trade and repair of motor
vehicles and motorcycles 37.4 50.4 36.1 2.85 2.39 2.75 -0.5
Sale of motor vehicles 0.5 1.6 0.5 0.04 0.08 0.04 -2.0
Maintenance and repair of moto vehicles 24.3 26.2 14.2 1.85 1.24 1.08 -7.5
Sale of motor vehicle and accessories 1.5 42 2.6 0.57 0.20 0.20 -15.0
Sale, maintenance and repair of motorcycles
and related parts and accessories 5.3 185 19.0 0.40 0.87 1.45 17.7
Wholesale trade, except of motor vehicles and
motorcycles 48.0 82.5 66.8 3.66 391 5.09 4.5
Wholesale on a fee or contract basis 0.0 6.9 0.0 0.00 0.33 0.00
Wholesale of agricultural raw materials and live
animals 12.5 20.5 7.1 0.95 0.97 0.54 -7.8
Wholesale of food, beverages and tobacco 21.4 315 32.5 1.63 1.49 2.48 5.8
Wholesale of household goods 4.0 0.3 2.2 0.30 0.01 0.17 -8.6
Wholesale of machinery, equipment and
supplies 0.0 0.7 0.6 0.00 0.03 0.05 .
QOther specialised wholesale 10.3 13.1 5.1 0.78 0.62 0.39 -9.8
Non-specialised wholesale 0.0 9.8 19.5 0.00 0.46 1.49
Retail trade, except of motor vehicles and
motorcycles 1,226.5| 19759/ 1,208.7] 93.49 93.70 92.16 -02
Retail sale in non-specialized stores 85.0 175.1 130.7 6.48 8.30 9.97 5.9
Retail sale of food, beverages and tobacco in
specialised stores 23.9 94.4 58.4 1.82 4.48 4.45 12.3
Retail sale of automotive fuel in specialised
stores 750.31 12138 763.0 57.19 57.56 58.18 02
Retail sale of information and communication
equipment in specialised stores 3.6 7.5 35 0.27 0.35 0.27
Retail sale of other household equipment in
specialized stores 5.2 9.7 6.7 0.39 0.46 0.51 3.5
Retail sale of cultural and recreation goods in
specialised stores 12.0 29 0.0 091 0.14 0.00
Retail sale of other goods in specialised stores 66.0 95.0 64.3 5.03 4.50 4,90 -04
Retail sale via stalls and markets 144.6 198.8 120.5 11.02 9.43 9.19 -2.5
Retail trade not in stores, stalls or markets 136.3 179.1 62.2 10.39 8.49 474 -10.8
Total 1311.8| 21087 13115 100 100/ 100.00 0.0

Source: Authors’ computations using UBOS UNHS datasets
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