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Country Update Note 17 

Review of EAC Members’ Industrial Policies: Are they in line with the WTO G90 Special 

and Differential Treatment Proposals? 

 

Industrial sector development is undoubtedly a key priority for the Ugandan government and 

occupies an integral part of its social and economic development plan. The National Development 

Plan II (NDP II 2015/16-2019/20), which stipulates the country’s medium term strategic direction 

,  is conscious of the need for increased agro processing, investment in value addition to agriculture 

products; and marketing in order to expand the country’s GDP size and improve the Balance of 

Payment deficit. In January 2018 Uganda recorded a current account deficit of US$ 341 million 

up from US$ 176.6 million in January 20171. The ever increasing deficit is as a result of the rising 

import bill as a result of the export of primary commodities. The level of industrialisation in 

Uganda still remains low.  According to Uganda’s Economic Outlook 2016, manufacturing 

accounted for only about 20% of GDP and employed about 7% of the labour force. 

The commitment to industrialise has been reiterated in the theme of the 2017/18 and 2018/19 

national budgets i.e. “Industrialization for job creation and shared prosperity”. This push is 

premised on the concerted effort to push the country to a middle income status by 20202. Realizing 

this goal will require addressing a number of socio-economic challenges which the country faces 

today. Particularly, the country’s per capita income has been growing at only 2% annually 

compared with its population growth of 3% per annum. These trends have been followed by the 

growth in the unemployment rate of 2.1%3 per annum generally and 4%4 per annum among the 

youth. Some parts of the country are increasingly faced with the prolonged droughts as a result of 

partly environmental damage arising from the destruction of wetlands and deforestation while 

others are faced with floods. There is growing land fragmentation throughout the country. As a 

result, agriculture, the mainstay of the vast majority of Ugandans, is now at risk because of 

                                                           
1 www.tradingeconomics.com/uganda/current-account 
 
2 https://www.linkedin.com/pulse/six-new-industrial-parks-accelerate-ugandas-create-one-sserwanga, retrieved 
7th July 2018  
3 https://tradingeconomics.com/uganda/unemployment-rate Retrieved on 8th July 2018 
4 https://www.statista.com/statistics/813127/youth-unemployment-rate-in-uganda/ Retrieved on 8th July 2018 
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excessive reliance on rain-fed farming, use of rudimentary/ underdeveloped farming methods, poor 

pot harvest handling and low or no value addition. Therefore, the government’s plans to turnaround 

the economy are focused on increasing the pace of industrialization in order to enhance agricultural 

production and productivity, tackle the vagaries of climate change and create more employment 

opportunities.  

This push has also been driven by commitments Uganda has made under the East Africa 

Community (EAC) and the African Union. Notably, within the EAC, the EAC Industrialization 

Policy 2012-2032 emphasizes the importance of the manufacturing sector in agriculture value 

addition and product diversification, given the partner states’ competitive and comparative 

advantages in the sector.  The African Union also further emphasized, under the Agenda 2063, the 

need for industrialization. Uganda is also a signatory to the UN Sustainable Development Goals 

(SDGs). SDG 9 calls for, inter alia, the promotion of inclusive and sustainable industrialisation to 

drive economic growth and job creation thereby reducing income inequality.  

Under these commitments, Uganda government has committed to enhancing investment into agro 

industrialization to convert raw agricultural products into value added products for enhanced food 

security, reduced postharvest losses, and enhanced household incomes and overall economic 

development.  The government of Uganda has embarked on a process to develop the Uganda 

National Industrial Development policy (NIDP). The policy seeks to ‘build the industrial sector 

into a modern, competitive and dynamic sector fully integrated into the domestic, regional and 

global economies’. The draft NIDP which is currently under the Ministry of Trade, Industry and 

Cooperatives will replace the National Industrial Policy which expires in 2018. It proposes the 

prioritization of 5 key areas of Macroeconomic, Financing and Institutional Framework; Resource 

Based Industrialization and light manufacturing; Trade and Markets Development; Skills 

Industrial Research and Extension Services; and Energy, Infrastructure and the Environment. 

Other industrial related policies under review /enactment include the Competition Bill. The 

enactment of the Bill, which is currently under the drafting stage, follows the recent development 

and adoption of the Competition policy. The Bill seeks to among other things, establish a 

competition authority.  Government has also been undertaking the amendment of the Investment 

Code Act, Cap 92 which has been in force since 2001. The Investment Code Bill, 2017 is currently 

before Parliament for consultation, specifically under the Parliamentary Committee on Finance, 
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Planning and Economic Development. An appropriate Investment Code is important to ensure that 

investment capital and the subsequent returns to investments are directed towards fostering 

industrial development that supports forward and backward linkages, employment creation, joint 

ventures; and skills and technological transfer for inclusive and sustainable development. The 

government is also in the final stages of the development of the National Investment Policy (NIP), 

2017. The policy aims at streamlining investments in the country and spur product development 

and innovation to match changing industry needs. The NIP provides direction of resources towards 

development of supportive infrastructure for growth of local enterprises. It further seeks to provide 

a strong ecosystem for the survival of local enterprises for their advancement into large scale 

industries, creating new jobs, boosting household incomes, tax revenues, exports, as well as 

upgrading technology adoption and adaptation to boost industrialization and urbanization. This 

policy focuses on boosting productivity, efficiency and market entry spillovers to local firms 

through promoting best practices, diffusion and enabling appropriate linkages with foreign firms 

through suppliers’ agreements and easing the movement of experienced workers from foreign to 

local firms. This will improve competitiveness and force local firms to imitate, innovate and grow.  

Against these aspirations and challenges to industrialisation, the G90’s proposals for enhancing 

Special and Differential Treatment (S&DT) provisions in the WTO are timely, welcome and 

should be supported and promoted.   

 Mr. Okello an officer in the Uganda Manufacturers Association (UMA) reiterated the need for 

supportive policies in the WTO that promote the industrialisation efforts in poor countries like 

Uganda. In order   for industrialisation to work for the people, to create decent employment, 

government must have the right and policy space to have a say on entry, investment and operations 

of the foreign investors. Government should also have the right to demand that the foreign 

investors fulfils some requirements such as technology and skills transfer, provision decent jobs, 

and protects the environment and people’s rights. In order to grow the economy the investors 

should be directed towards adding value to agricultural products given the urgent need to change 

the way Uganda and Africa in general is integrated into the global economy as exporters of raw 

commodities and importation of finished products.  Mr. Okello also further pointed out the need 

by government to limit the amount of money transferred by investors out of the country as this 

causes Balance of Payments challenges. However in order to impose all these performance 
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requirements on the investors, there has to be conducive policies at the WTO level and also at all 

other levels. He pointed out that the Uganda government is signing bilateral investment treaties 

and putting in place investment related policies and laws that are constricting the policy space 

within which Uganda can use investment to promote people centred industrialisation.  It is 

therefore imperative that the capacity of Uganda’s technocrats and negotiators is enhanced to be 

able to put in place appropriate investment related policies.  

According to Dr. Kaggwa, an expert on issues of trade and investment, in order to enhance 

manufacturing competitiveness in Uganda, government has to aligning trade and industrial policy 

to industrialisation.  Uganda is still at low levels of industrialisation yet the level of liberalisation 

is high. Uganda is also still contemplating liberalising under such trade arrangements such as the 

Continental Free Trade Area (CFTA).  Uganda should ensure that during these negotiations key 

sectors for promoting value addition are curved out for protection until such a time that they are 

strong enough to withstand competition from outside.  

He further emphasised the need for technology as it is at the heart of achieving industrial growth. 

The technology acquired should be appropriate to Uganda’s level of development.  Other critical 

policies include government procurement, which is a critical tool to nurture local industries 

through purposive purchases by government from local enterprises. This will necessitate ensuring 

that the WTO provides Uganda and other developing countries the policy space to pursue such 

policies at the national level. Therefore the Agreement on Government Procurement (GPA) should 

remain a plurilateral agreement for those WTO members who feel that they are ready to implement 

it. In the same vein national governments must have the policy space to direct Foreign Direct 

Investment (FDI) to those sectors that support industrialisation. The WTO should refrain itself 

from negotiating an investment agreement that will impinge on this policy space. However this 

space is at the moment being constricted by investment treaties such as Bilateral Investment 

Treaties (BITs). Therefore Uganda and other developing countries should not give away the policy 

space provided at the multilateral level in the bilateral negotiations.  Therefore for Uganda to 

enhance manufacturing competitiveness, a lot needs to be done at all levels i.e. at the multilateral, 

bilateral and national levels.  At all these levels, the policies must not contradict the ongoing 

industrialisation efforts, rather they must complement each other.   
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An official from the Ministry of Trade clarified that Uganda should continue supporting the G90 

position in the WTO to improve the existing S&DT provisions as provided for in paragraph 44 of 

the Doha Ministerial Declaration  which mandates to review all special and differential provisions 

with a view to strengthening them and making them more precise, effective, and operational.   

Addressing the S&DT issues together with Implementation issues is the only way that developing 

and LDCs can benefit from the multilateral trading system. It is against this background that the 

G90 countries made specific demands on for example, as regards the need to promote the much 

needed industrialisation. The specific proposals which Uganda should continue advocating for 

include Article 18 of GATT which allows developing countries to maintain sufficient flexibility 

in their tariff structure to be able to protect and promote their infant industries and also be able to 

apply quantitative restrictions for balance of payments purposes.  

Another legitimate demand made by the G90, is to simplify the conditions under which countries 

can modify or withdraw concessions from investors in order to protect infant industries; and the 

broadening of the definition of infant industry that also includes industries battered by climate 

change or hostilities. A key demand related directly to industrialisation, is the proposal to deviate 

from the Agreement on Trade-Related Investment Measures (TRIMs). The TRIMs provisions like 

the prohibition of performance requirements, limits the policy space for developing and LDCs to 

industrialise.  The 2005 Hong Kong WTO Ministerial Conference provided LDCs with some 

flexibilities which include allowing them to maintain on a temporary basis existing measures and 

also introduce new measures that deviate from their obligations under the TRIMs Agreement. This 

proposal enables LDCs to introduce new TRIMs in order to promote domestic manufacturing 

capabilities, stimulate the transfer of technology, promote domestic competition and correct 

restrictive business practices.  After introducing the new measures, government is obliged to notify 

the Council for Trade in Goods (CTG) of such measures within six months after their adoption.  

The official is not sure that Uganda has ever introduced any new measure. These flexibilities are 

expiring in 2020. Therefore it is important that the G90 demands that LDCs are exempted from 

implementing the TRIMs Agreement until such a time that they graduate from the LDC status.  
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As a way forward, the G90 proposals on S&DT are very pertinent and all members should ensure 

that they are implemented. The fact that the TRIMs flexibilities will be phased out in 2020 is an 

issue of concern which should be addressed by all G90 members to ensure that these flexibilities 

are extended to such a time as when the LDCs graduate from this status.  
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