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Policy Briefs: AUG 2020 Emerging Microeconomic Trends and Patterns for Policy
ee) ML N Attention in FY 2020/21 and the Medium Term

Government adopted a progressive approach to its announcements and management of public health
measures to contain and minimize the spread of COVID-19. The effects and outcomes of this approach
equally evolved progressively. Over the course of FY2020/21, this Section of the MIND Update will feature
the monthly evolution of the effects, impacts and opportunities triggered by the COVID-19 pandemic as
experienced by households, firms and industry. This is made possible by the newly launched COVID-19
Impact Assessment Surveys (IAS) championed by UBoS and a number of complementary high frequency
data sources. The COVID-19 IASs cover formal establishments and are limited to two modules:
Production and Business Operations Dynamics modules

Background

A) Microeconomic Developments: This Section provides an updated commentary on the eight focus
issues of the MIND based on complementary information sources to the latest COVID-19 IAS.

Microeconomic Developments: 3 Months to August, 2020

Income Tax revenue from formal jobs improved by nearly 23% in August 2020
consistent with a 6.0% increase in the number of active PAYE accounts in August
compared to July 2020. This indicates a marginal resurgence in the formal labour
market. Self-reported job losses for the whole labour market however increased in
August 2020 (121,642) by nearly threefold (294%) compared to July 2020. This
surge is partly attributed to the activation of the Labour Returns and Statistics
Management Information System and the Jua-Kali Management Information System
by MGLSD in August 2020.
While EFU inflation declined by 0.3% in August 2020, most individual consumption
categories witnessed prices increases in the same period. Prices for food and non-
alcoholic beverages rose by 0.5% compared to a decline of 1.7% in July 2020. Prices
Living Standards  for Cloth and Footwear also increased by 0.3% in August while that for Transport
increased by 1.0%. Prices for Housing, Water, Electricity, Gas and Other Fuels
however dropped by 0.2%. The extent to which these marginal upward price changes
reflect the logistical constraints triggered by COVID-19 remains unclear.

Employment

Equity and National rollout of the SAGE programme in FY 2020/21 has resulted in a 57% rise
Economic in the number of beneficiaries compared to FY2019/20. This rollout is one of the
Inclusion measures under Government’s economic response to the COVID-19 pandemic.

The first comprehensive set of Natural Capital Accounts for Uganda’s wood assets
Environmental and forest resources covering the period 2000 to 2015 was released by UBoS in

Sustainability August 2020. Wood supply in 2020 is projected at an annual deficit of 46,197 MT
compared to a deficit of 35,043 MT in 2015 and a surplus of 2,561 in 1990.
COVID continue to interrupt trade flows. Within the region, 106 Ugandan truck
Productivity drivers and 535 foreign truck drivers tested positive for COVID-19 in Uganda
between 17 July and 20 August. This affects turnaround times and supplies (IOM).
9 out of 10 enterprises have experienced an increase in costs of doing business as a
result of implementing the health measures instituted by Government (EPRC)
Investor confidence bounced backed at USE in the month ending August 31, 2020.
The USE All Share Index registered a reversal in its declining trend since April,
2020 closing the month at 1,332 (+2.4%) compared to 1,301.56 at the end of July,
2020. This resurgence of activity was largely driven by activity at the UMEME
counter.
Uganda’s trade balance improved by nearly 10% from a revised US$ (205.4) in June
to (185.4) in July 2020. The improvement was driven amongst other things by a
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Microeconomic Developments: 3 Months to August, 2020

record performance in monthly coffee exports that saw Uganda export 543,256 bags
of coffee worth US$49.8 million — the highest monthly export figure (volume) since
liberalization in 1991. Coffee and gold exports increased by 25% and 38%
respectively between July and August 2020.

B) Policy Response Measures: Following the onset of COVID-19, Government announced a number of
microeconomic related policy measures in support of employers and employees in the most affected
sectors. Highlighted below are some of the measures announced under the tourism and hospitality sectors.

Objective

Harnessing the potential of tourism is one of the country’s development focus
areas under NDP 111. To support recovery of enterprises in the tourism sector from
the negative effects of the COVID-19 pandemic, Government:

a) Lifted restrictions on operations of hotels and restaurants effective May 26,
2020 subject to their adherence to SOPs issued by MoH.

b) Secured a grant of Ushs 25.2 billion (Euro 6 million) from the European

Tourism Union to support enterprises in the hotel and tourism sector. The grant is
Development, blended with a loan of Euro 8 million from UDB, and will be channeled to
Employment and industry players in the hotel and tourism sector at an interest rate of 8%.
Boosting Foreign o ) ) )
Exchange c) Opened savannah parks under Uganda Wildlife Authority for tourism with
Earnings primate parks remaining closed to the public until further notice. UWA also

received a total of 13 motor bikes from African Wildlife Foundation (AWF)
to facilitate movement of its Wildlife Crime Investigation unit in tracking and
attending to incidences of wildlife crime across protected areas which were on
the rise during the lockdown period.

d) Authorized phase one opening of passenger flights to Entebbe International
Airport effective 1% October, 2020, after nearly six months of lockdown due
to the COVID-19 pandemic.

Transport restrictions triggered by COVID-19 led to a drop in the number of

border crossings by freight trucks from 300 to 100 a day. As a result, shipping

times between Mombasa port and Kampala more than doubled and the associated

Optlr_nlzmg transport cost rose by 40%. To counter this and other challenges, Government has
Physical barked on rehabilitation of th lu railway line usi fundi

Infrastructure for | &Parked on rehabi itation of the Tororo — Gulu railway line using grant funding
Economic of Ushs 49.9 billion from the EU and a phased rehabilitation of the Malaba —

Kampala railway using concessional financing of Euro 28.9 million from the
Spanish government. Phase 1 works on the Malaba — Kampala rail line focus on
repair of chocking spots along the route, rehabilitation of feeder rail lines around
Kampala and detailed designs for phase 2 and 3 works.

Competitiveness

c) Microeconomic Outlook:

Household incomes for crop farming household are likely to improve supported by normal (or better)
food production levels brought good rains in Q1, FY 2020/21 (normal to above normal patterns of
seasonal rains). The improvement of formal jobs in August should continue given the further easing of the
lockdown. The contraction in the trade deficit between June and July 2020, driven by strong monthly
performance in commodity markets and a sharp decline in imports of food related items, points to a
brighter prospects for domestic trade and local content agenda. Aggregate domestic demand is however
likely to remain below pre-COVID levels on account of rising self-reported unemployment.
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MICROECONOMIC ISSUES
IN THE NEWS & REPORTS

AUG 2020 Pockets of Market Resilience and Recovery during COVID-19

Growth in household demand for electricity has defied the declining trend in demand
witnessed across many markets in the economy during the period ending June 2020.
Half Year results released by UMEME for the first six month to 30" June, 2020
indicate growth of 6.8% in domestic demand for electricity compared to an overall
decline of 1.6% across all customer categories. The overall number of customers
connected to the electricity grid under UMEME also increased by 4% to 1.52 million.
Street Lighting and Industrial (Extra Large) were the other customer categories where
electricity usage increased during the reference period by 78.1% and 11.1%
Energy respectively. Usage of electricity declined in the rest of other customer categories:
Demand and commercial, industrial-medium and industrial-large during the same period.
Infrastructure
Services Energy losses however increased from 16.9% to 17.4% over the same period.
According to UMEME, monthly losses have since started declining following
resumption of its field loss reduction activities which had been drastically scaled back
during the lockdown period. Government’s aim of increasing inclusive access to
electricity also suffered a setback in the same period following UMEME’s suspension
of its implementation of the subsidized Electricity Connection Policy (ECP) under the
auspices of the Electricity Regulatory Agency (ERA) because of accumulated unpaid
bills estimated at Ushs 94 billion (The EastAfrican).

Industry reports indicate that half (50%) of the Ushs 894 billion of loans restructured
during April, May and June 2020 were in the real estate and trade sectors (UBA).
With commercial banks showing little appetite to engage in real estate financing since
the onset of COVID and more employees taking on homeworking, Uganda’s large
housing deficit and its growing demand for residential housing are both expected to
increase. The annual rise in the Residential Property Price Index for GKMA from
2.5% to 6.9% in FY2019/20 is likely to continue despite a decline of Prices for
Housing, Water, Electricity, Gas and Other Fuels in August 2020.

Housing and
Urban
Development

The above challenge could however be an opportunity to support reform in planning
and financing of urban settlements. Industry statistics show that there is emerging
demand for vertical residences (apartments) in GKMA. According to industry reports,
the 12 months period ending December 2019 witnessed an 8.5% year-on-year
increase in the supply of apartment units coming onto the market particularly in the
prime residential areas of Kololo, Nakasero and Naguru (EABW News). This trend
signals an opportunity to advance public-private dialogue around sustainable solutions
for addressing the country’s urban housing gap. This is especially the case given the
need to intensify domestic tourism including urban tourism which calls for more
greener and livable spaces in Kampala as the country’s primary city, and in the newly
created 15 secondary cities.

MIND is compiled by Economic Development Policy and Research Department (EDP&RD), Ministry of Finance, Planning and Economic Development

EDPRD: Simplified, seamless and speedy knowledge services for monitoring, assessment and communication of Uganda’s economic development policy and its results
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