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V. Uganda CPF—Systematic Country Diagnostic Update 

1. Delivering impact at scale in Uganda demands continued prioritization of productivity-

driven growth, diversification and jobs; human capital; prudent economic management and resilience 

to shocks. This Systematic Country Diagnostic (SCD) Update discusses recent developments, assesses 

progress, and suggests updates to the 2021 SCD priorities to support Uganda’s development pathways. The 

Update provides the analytical underpinning for the Country Partnership Framework (CPF) for FY26–

FY35. Building on the 2021 SCD, this Update also draws a range of analytical and advisory work by the 

WBG and others (See Annex 2). It finds that while the core strategic challenges identified in the 2021 SCD 

remain relevant, evolving economic, demographic, and climate pressures necessitate recalibrating and 

sharpening policy priorities. 

A. Country Context 

2. Uganda is endowed with significant natural resources, including 6.9 million hectares of arable 

land (about 70 percent of East Africa’s total), an iconic and diverse natural landscape that makes the 

country an ideal tourist destination, as well as vast mineral deposits and oil reserves that are expected 

to come online in 2026. Despite these assets, the country’s economic potential remains underutilized, 

because much of the population is engaged in limited value-added resource-based production and low-

productivity services. While major oil production and transportation projects are advancing, they are 

unlikely, on their own, to generate sufficient jobs or broad-based growth. Strengthening and diversifying 

non-oil sectors is therefore critical to achieving long-term development objectives, while at the same time 

mitigating volatility from oil revenues and maximizing positive spillovers from the development of 

extractives. 

3. Structural transformation has slowed since the period of rapid growth experienced in the 

1990s and early 2000s. Agriculture continues to dominate employment, with roughly 70 percent of 

Ugandans relying on the sector despite persistent low productivity. Off-farm opportunities remain limited, 

and informal services have absorbed much of the labor force without generating significant productivity 

gains. Uganda’s transformation has therefore been shallow: while some labor has moved out of agriculture, 

it has largely shifted into informal, low-value services rather than higher-productivity manufacturing and 

modern services. 

4. This slowdown in transformation has been accompanied by weakening growth dynamics. 

Over the past decade, growth has averaged around 5.0 percent, with recent years seeing a modest 

increase to around 6 percent (e.g., FY24–25).  Yet, given Uganda’s high population growth of 2.9 percent, 

real GDP per capita growth has been modest and job creation limited, underscoring the challenge of 

translating aggregate gains into improved living standards. While human capital development lags due to 

rapid population growth and insufficient investment in education and health, economic expansion that 

increasingly depends on informal services and small-scale enterprises can only take the country so far. 

Domestic revenue mobilization remains among the lowest in the region, and inefficiencies in public 

spending constrain service delivery. Together, these structural weaknesses limit the state’s ability to equip 

its population for productive employment and to finance infrastructure and social programs needed for 

inclusive growth. The core challenge thus remains converting episodic growth into deeper structural 

transformation and better as well as more jobs, and thus sustained per capita income gains. 

5. These dynamics have culminated in a significant jobs challenge. Official unemployment 

remains very low, but this masks the prevalence of underemployment and informal work without the 

security or pathways to higher productivity and earnings. Roughly 700,000 new entrants join the labor 

market each year, yet the economy generates only about 200,000 formal jobs. This shortfall has driven most 

new workers into vulnerable informal employment, particularly in agriculture and low value-services, while 

underemployment has quadrupled over the past decade. The impact on youth is especially severe: More 

than half of Ugandans aged 18–30 are neither in employment, education, nor training (NEET), reflecting P
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scarce opportunities and persistent skills mismatches between education outcomes and labor market 

demand. At its core, the jobs challenge is structural: the economy has not created enough modern, higher-

productivity jobs to absorb the growing, increasingly educated youth population, leaving the majority of 

workers in subsistence activities or informal services and constraining prospects for inclusive growth.  

6. Demographic pressures further intensify these challenges. Uganda’s population nearly doubled 

over two decades, reaching an estimated 50 million in 2024, with a dependency ratio of 84 per 100 

individuals, with nearly half the population being under 15 years old. This creates both an opportunity for 

a demographic dividend and pressing policy challenges, because realizing this dividend depends not only 

on creating        jobs but also on expanding access to more productive and better-quality employment. 

Absent improvements in job quality and labor productivity, rapid labor force growth risks reinforcing 

informality, underemployment, and working poverty rather than accelerating transformation. Service 

delivery pressures are further intensified by Uganda’s hosting more than 1.9 million refugees—the largest 

refugee population in Africa—mainly from South Sudan and the Democratic Republic of Congo. Uganda’s 

progressive refugee policy enables integration, but mounting refugee numbers strain infrastructure, health, 

and education systems, especially in vulnerable regions. These pressures are compounded by climate stress, 

land scarcity, and competition over natural resources, which risk undermining social cohesion. Sustaining 

Uganda’s inclusive approach will require stronger institutional capacity and continued international 

support. 

7. Since the 2021 SCD Update, Uganda’s development path has been shaped by a series of 

overlapping external shocks that interact with persistent structural constraints. While the immediate 

effects of the COVID-19 pandemic have eased, its economic and social aftershocks continue to weigh on 

the macroeconomic outlook, poverty dynamics, and household welfare. An estimated 2.6 million 

Ugandans—pushed into poverty during the pandemic—remain trapped, and fiscal imbalances have 

returned after consolidation efforts in FY22–FY24. Both public and private investment have slowed, oil 

production timelines have slipped from the 2022 target to 2026, and some hard-won gains in structural 

transformation have been reversed, with agriculture’s share of employment rising by 5 percentage points as 

off-farm opportunities contracted. Despite growth picking up in FY24 and FY25, Uganda remains in a 

fragile recovery phase, confronting new risks from climate variability, global price volatility, and regional 

instability. 

B. Key Recent Economic and Social Developments 

8. Uganda’s economy continued to demonstrate resilience and robust growth in FY25. Real GDP 

growth accelerated to 6.3 percent in FY25, up from 6.1 percent in FY24, driven by dynamic domestic 

demand and broad-based expansion, while government consumption rose sharply in the pre-election period. 

Oil-related construction and associated public infrastructure investments have increasingly contributed to 

recent growth, particularly in industry and services, even as commercial oil production remains 

forthcoming. Despite these gains, high population growth has tempered improvements in per capita income, 

with real GDP per capita rising by an estimated 3.3 percent. Inflation remained well contained: headline 

inflation averaged 3.5 percent in FY25, below the Bank of Uganda’s 5 percent target. Food inflation fell 

sharply to 0.5 percent, while core inflation edged up to 3.9 percent. The Bank of Uganda maintained a tight 

monetary policy stance, keeping the policy rate at 9.75 percent, which anchored inflation expectations and 

supported exchange rate stability, but amid rising domestic borrowing has also contributed to elevated real 

interest rates with implications for private investment. 

9. However, fiscal pressures have intensified, reversing progress on consolidation. After three 

years of fiscal consolidation, the overall fiscal deficit widened to 6.1 percent of GDP in FY25, driven by a 

23 percent rise in spending, mainly in interest payments and recurrent expenditures, outpacing a 16 percent 

increase in revenues. The deficit was largely financed domestically, with public debt rising to 51.3 percent 

of GDP and domestic debt now accounting for nearly half. Debt servicing costs have crowded out social 

and investment spending, with interest payments reaching 28.1 percent of tax revenues, with low execution 
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rates in externally financed projects additionally constraining development spending. As oil-related 

investment and public infrastructure spending have scaled up, increased domestic borrowing has placed 

upward pressure on interest rates: yields on 2-year Treasury securities rose by roughly 480 basis points 

between June 2023 and mid-2025, tightening financial conditions. This has crowded out private sector 

credit, particularly for non-oil firms and MSMEs, thereby underscoring the importance of protecting access 

to finance for the broader private sector as Uganda transitions toward oil production. That domestic revenue 

mobilization has improved to 13.2 percent of GDP is a positive sign, but this is nonetheless below regional 

peers. Uganda thus remains at moderate risk of debt distress, with limited fiscal space to absorb shocks, 

underscoring the need to resume fiscal consolidation through higher revenue mobilization and higher 

spending efficiency. 

10. Uganda’s private sector has rebounded since 2021, partly driven by investment inflows into 

oil-related construction and rising exports. However, this rebound has been uneven and real growth 

in private investments has been slower than pre-COVID-19 average, with oil-linked activities 

generating limited employment opportunities and weak spillovers to the wider economy. Challenges 

thus persist. Informality remains high at 90 percent, credit to GDP is only 14 percent, and long-term 

financing is scarce. MSMEs face limited access to finance, a constraint exacerbated by rising government 

borrowing and elevated interest rates, while institutional weaknesses, outdated legal frameworks, high trade 

costs, non-tariff barriers, and quality constraints continue to limit export-led job creation and value chain 

integration. Private investments declined to 14 percent of GDP by 2024, significantly below the SSA 

average of 16–17 percent in recent years, and lower than 19 percent in 2019. These dynamics raise questions 

about Uganda’s future growth profile, particularly the extent to which the private sector development, 

public investment policies, financial sector policies, and the business regulatory environment are aligned to 

support diversification, productivity growth, and broad-based private sector development beyond oil.  

11. Poverty has declined but remains high, with persistent spatial disparities. The poverty rate, 

measured at the US$3.00-per-day (2021 Purchase Power Parity) line, is projected to have fallen from 57.0 

percent in FY24 to 55.6 percent in FY25, reflecting stronger economic activity and a low-inflation 

environment. Rural poverty remains significantly higher than urban poverty, and regional gaps are stark: 

poverty in eastern and northern Uganda is nearly triple the rate in the central region. Vulnerability is 

widespread, especially among households dependent on informal employment and rain-fed agriculture, 

who face high exposure to climate shocks, food insecurity, and price fluctuations. While overall inequality 

has remained broadly stable, spatial inequality has deepened, driven by unequal access to infrastructure, 

markets, and services. 

C. Progress in 2021 SCD’s priorities 

1. Human Capital Development  

12. Uganda has made some progress in expanding access to essential health, education, and 

WASH services since the 2021 Systematic Country Diagnostic (SCD), but outcomes remain 

constrained by persistently low and inefficient public investment as well as uneven private sector 

participation. According to the World Bank’s Human Capital Index, a child born in Uganda in 2022 can 

expect to be only 38 percent as productive as they could be if they enjoyed complete education and full 

health.  

13. Public health expenditure has continued to decline and is now among the lowest in the Sub-

Saharan African region, while privately owned facilities have increasingly provided services. 

Households and external partners finance approximately 86 percent of total health expenditures, with the 

government’s share falling to just 3.9 percent of total health expenditures in FY23/24. This heavy reliance 

on out-of-pocket payments and donor funding limits access and deepens inequities, especially for women, 

adolescents, and rural communities. Participation has shifted toward a larger private footprint in terms of 

facility numbers. Privately owned facilities had increased to 4,938 by 2023, from 3,038 in 2021, driven by 

private-for-profit growth, while private-not-for-profit facilities continue to anchor services in rural areas. 
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Although more than 90 percent of Ugandans now live within 5 kilometers of a health facility, service 

delivery is hampered by significant workforce shortages—only about 70 percent of essential health staff 

positions were filled in 2023, below the national target of 85 percent. Health infrastructure and essential 

medicines remain inadequate, while rising pressures from non-communicable diseases and climate-related 

shocks strain an already fragile system. Key human capital indicators show persistent challenges: about 25 

percent of Ugandan girls (aged 15–19) have begun childbearing, neonatal mortality remains high, and 

nearly 29 percent of children under five are stunted. Meanwhile, access to safe WASH has stagnated—an 

estimated 81 percent of Ugandans still lack safe drinking water—contributing to preventable disease 

burdens that impede human capital formation. 

14. Education outcomes have also deteriorated relative to Uganda’s demographic pressures. 

Public spending on education was just 2.7 percent of GDP in 2021, well below the recommended 4 percent 

minimum and regional peers’ 4.2 percent. This underinvestment, combined with poor alignment with 

frontline needs, leaves many public schools under-resourced. Learning levels are poor, and dropout rates 

remain high, especially among adolescent girls whose schooling is often cut short by early marriage, 

pregnancy, and safety risks. Quality of education in public institutions is undermined by weak teacher 

management and deteriorating infrastructure; many schools lack sufficient classrooms, sanitation facilities, 

or materials, with wide regional and gender disparities. Uganda has made some progress in expanding skills’ 

development. Recent reforms emphasize technical and vocational education and training (TVET) and work-

based learning. However, enrolment in TVET remains relatively low and skewed toward males, indicating 

that programs are not yet sufficiently aligned with private sector labor demand or targeted to women and 

vulnerable youth. The pattern of private provision of education has not significantly changed since 2020: 

very high private pre‑primary, substantial private primary, and majority private secondary facilities. The 

PPP phase‑out shifted the nature of private participation at secondary (fewer subsidized places), but not the 

overall reliance on private schools. Taken together, these trends indicate slow progress on human 

development and women’s empowerment since 2021, and highlight the need for more equitable, climate-

resilient, and gender-responsive social sector investments to accelerate human capital gains.  

2. Private Sector Competitiveness 

15. Agriculture remains central to livelihoods and poverty reduction in Uganda, but productivity 

growth has been sluggish and structural transformation limited. The sector accounts for about 24 

percent of GDP, yet employs 72 percent of the labor force, reflecting very low labor productivity. Since 

2021, smallholders have continued to face major barriers to modernization, including limited access to 

quality inputs, weak extension services, and inadequate rural infrastructure. Only 16 percent of the national 

road network is paved, and feeder roads in many areas are in poor condition, raising transport costs and 

isolating farmers from markets. Post-harvest losses remain extremely high due to insufficient storage and 

processing facilities and poor handling practices: farmers lose over 30 percent of their crops each year to 

pests, mold, and moisture because they lack proper on-farm storage. These logistical and infrastructure 

gaps, compounded by erratic weather, mean many farmers sell at low farm-gate prices and struggle to 

commercialize their output. These constraints, compounded with inadequate sanitary and phytosanitary 

(SPS) compliance, lack of industrial processing capacity, insufficient coordination across value chains, and 

limited access to export markets, have kept agricultural productivity growth modest and the shift toward 

higher-value agribusiness slower than envisioned in 2021. 

16. Progress has been uneven in addressing the business environment and structural bottlenecks 

in the economy. On one hand, mobile money and digital services have expanded financial inclusion in 

recent years, offering new platforms for farmers and entrepreneurs to transact and save. On the other hand, 

affordable credit for agriculture, SMEs, women entrepreneurs, and youth remains severely constrained. 

Lending rates are very high (often 18–25 percent annually), collateral requirements rigid, and credit 

information systems limited, all of which hinder private investment and the shift toward higher-value, 

commercial agriculture. By 2025, the largest business environment obstacles had become tax rates, access 

to finance, informality, tax administration, and electricity access. Structural issues in land governance 
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persist as well. More than 80 percent of Uganda’s rural land is still held under customary tenure and remains 

unregistered, which slows the expansion of land markets and prevents farmers from using land titles as 

collateral for loans. Clarifying land rights and strengthening land administration (including rental markets 

and titling) will be essential to unlock agricultural investment and agro-industrial growth. Meanwhile, 

climate change is amplifying risks. Rainfall is increasingly erratic and widespread soil degradation, 

threatening crop and livestock productivity. Yet adaptive investments are lagging. For example, irrigation 

infrastructure covers only one-third of the intended target area, leaving most farming rainfed and vulnerable 

to drought.  

17. There have been some gains in developing agro-industrial value chains and attracting 

investment into processing (including foreign direct investment), and secondary cities like Gulu and 

Mbale are slowly emerging as regional agro‑industry hubs. However, the pace of agricultural 

commercialization remains slower than anticipated in 2021. Achieving commercialization at scale will 

require more reliable rural infrastructure (roads, storage, electrification), deeper rural finance markets, 

stronger land governance, and much wider adoption of climate-smart farming practices and digital 

technologies to boost yields and link farmers to markets. 

3. Green Growth, Sustainable Urbanization and Resilience 

18. Uganda’s climate vulnerabilities have intensified since 2021, driven by recurrent droughts, 

floods, shifting rainfall patterns, and mounting pressure on natural resources. The country today ranks 

among the most climate-vulnerable globally (14th worldwide) and has very low readiness to cope (163rd). 

This is already undermining growth prospects by disrupting agriculture, health, and infrastructure systems 

and increasing fiscal pressures.  

19. Recognizing these challenges, Uganda has developed an extensive legal and institutional 

framework for climate action. The updated Nationally Determined Contributions (NDC) commit to a 24.7 

percent reduction in greenhouse gas (GHG) emissions by 2030, relative to a business-as-usual trajectory, 

with a focus on agriculture, forestry, and land use. The government has also outlined adaptation measures 

across 13 priority sectors. Notably, Uganda has piloted climate change budget tagging (CCBT) and taken 

steps to ensure its Budget Framework Paper incorporates climate considerations. The Public Investment 

Management (PIM) framework now includes mandatory climate disaster risk screening, and the 

government is working to formalize a National Climate Finance Strategy to mobilize resources more 

effectively for adaptation and mitigation efforts. Nonetheless, implementation gaps persist. Urgent scale-

up is needed in climate-smart agriculture, green growth initiatives, and disaster risk financing to build 

adaptive capacity and safeguard development progress. 

20. Environmental degradation, meanwhile, has accelerated. Uganda’s forests and wetlands are 

being rapidly lost to agricultural expansion, charcoal production, and settlement. Total forest cover 

plummeted from 24 percent of land area in 1990 to just 9 percent by 2018, a loss of roughly 3 million 

hectares. Wetland ecosystems are in crisis: 40 percent of Uganda’s wetlands have been destroyed since 

1994 through drainage and encroachment. Regulatory agencies have inadequate resources and enforcement 

challenges to protect these critical ecosystems, leading to continued deforestation and wetland conversion. 

These trends are eroding Uganda’s natural capital, undermining rural livelihoods, and weakening the 

country’s resilience to climate shocks. Indeed, experts warn that if the current deforestation rate (about 

50,000 hectares lost per year) continues, Uganda’s remaining forests could be depleted by 2040. Restoring 

degraded ecosystems, especially wetlands, forests, and catchment areas, is essential to reduce flood and 

drought risks and support long-term sustainability. The government has made international pledges (such 

as restoring 2.5 million ha of forest under the Bonn Challenge), but progress is slow; only about 3,500 ha 

of degraded natural forest have been restored to date. The stronger implementation and enforcement of 

environmental laws, coupled with incentives for communities and the private sector to engage in 

conservation, are urgently needed to curb further degradation. 

21. At the same time, Uganda’s urbanization is accelerating, bringing opportunities for growth 
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but also heightened exposure to climate and environmental risks. Urban areas are expanding largely in 

unplanned ways; inadequate land use planning and persistent infrastructure deficits have led to worsening 

congestion, pollution, and disaster vulnerability (especially flooding) in cities and towns. Urban 

infrastructure lags demand. For example, only 6 percent of urban roads in Uganda are paved, and drainage, 

solid waste, and public transport systems are underdeveloped. Fast-growing informal settlements lack basic 

services and are often situated in flood-prone wetlands or steep slopes, amplifying the impacts of extreme 

weather events. Investments in resilient infrastructure and improved urban governance are increasingly 

urgent as the urban population rises (projected to exceed 40 percent of the total population by 2050). 

Targeted policies to green the transport sector, strengthen waste and water management, and deploy nature-

based solutions (such as urban wetlands restoration and green belts) could yield immediate climate and 

health benefits.  

22. Yet, there are some encouraging signs: Uganda’s emerging electric mobility sector demonstrates 

the potential for private investment in green urban development. Local startups and partnerships have 

introduced electric boda-boda motorcycles and pilot electric buses in Kampala, showing promises for 

reducing air pollution and emissions. As of mid-2024, Uganda had produced 27 electric buses domestically, 

and thousands of e-motorcycles are being deployed by private firms. However, wider scale-up will require 

stronger policy support, clear regulations (e.g., for charging infrastructure and vehicle standards), and 

greater capacity at the city and municipal level.  

4. Governance and Service Delivery 

23. Governance challenges have deepened since the 2021 SCD, with limited progress in public-

sector performance and growing concerns over civic space and corruption. Weak accountability 

mechanisms, regulatory unpredictability, and cumbersome administrative procedures continue to 

discourage private investment and undermine service delivery. Corruption remains pervasive: Uganda 

scored 26/100 on the 2024 Corruption Perceptions Index (ranked 140 of 180 countries), unchanged from 

the previous year. Nearly 46 percent of citizens accessing public services report paying bribes, and most 

believe corruption is worsening. These patterns reflect persistent weaknesses in procurement, public 

investment management, and regulatory oversight. The Auditor General estimated annual losses of US$5.5 

billion, including US$161 million through fraudulent procurement, driving up business costs and eroding 

service quality.  

24. These manifestations of corruption reflect entrenched systemic governance weaknesses, 

rather than isolated failures of public administration. Indicators such as the Bertelsmann 

Transformation Index show sustained declines since 2010, highlighting weak steering capability in resource 

allocation, limited separation of powers, and growing political interference in the running of state 

institutions. Budgetary distortions signal entrenched clientelism and nepotism, undermining incentives for 

efficiency and results. Frequent reversals in PPP policies and changes to RAPEX7 procedures illustrate ad 

hoc decision-making, disrupting service delivery and deterring private sector participation. With oil 

revenues expected, and in light of the heightened political activity that took place ahead of the elections in 

early 2026, Uganda’s already weak executive accountability (its lowest CPIA8 dimension) poses significant 

risks. Strengthening oversight and institutional checks will be critical to prevent oil rents from amplifying 

governance failures and to safeguard development outcomes. Meanwhile, restrictive laws have curtailed 

civic participation and media freedoms, weakening broader societal checks on government performance 

and eroding public trust. 

25. Public institutions also face persistent capacity constraints, especially at the local government 

 
7 Rationalization of Government Agencies and Public Expenditure, a government reform program to merge, 

mainstream, or eliminate government agencies, commissions, and authorities to reduce public expenditure, eliminate 

role duplication, and enhance efficiency. 
8 Country Policy and Institutional Assessment, an annual assessment of the quality of each Sub-Saharan African 

country’s policies and institutional arrangements. 
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level where most services are delivered. Local governments are responsible for primary healthcare, basic 

education, water and sanitation, local roads, and managing Uganda’s substantial refugee population, but 

they often lack adequate funding, staffing, and technical expertise. Local governments’ budgets have not 

kept pace with their service delivery mandates, leading to gaps in health workers, teachers, and supplies on 

the front lines. Moreover, the integration of refugees into national systems, a priority since 2021, has 

progressed unevenly due to resource constraints and limited local capacity. As Uganda hosts the largest 

number of refugees in Africa, this puts additional strain on local services in host districts.  

26. There have been efforts to strengthen systems through digitalization, for instance, by rolling 

out e-procurement, digital health records, and online permitting systems—which offer promise for 

greater efficiency and transparency. However, digital infrastructure gaps and uneven uptake limit 

potential gains. Internet use remains low (c. 9–10 percent of the population, based on ITU/WDI estimates), 

and access to electricity, though improving, reaches roughly only half the population. These deficits mean 

many digital government services are not yet accessible to most citizens or frontline offices. In sectors like 

energy and telecommunications, investments have expanded network coverage, but service quality and 

affordability remain issues, and outages are common. Private sector participation through public private 

partnerships (PPPs) has been explored to augment service delivery (e.g. in energy and transport), yet the 

overall enabling environment for PPPs is weak. Regulatory frameworks are still developing, and past efforts 

(such as in electricity distribution) have seen mixed results.  

5. Macro-Fiscal Stability 

27. Uganda has broadly maintained macroeconomic stability since 2021, but rising public debt, 

narrowing fiscal space, and high debt-servicing costs pose growing risks. Public debt has increased 

rapidly with the government’s infrastructure drive and pandemic-related borrowing, surpassing 50 percent 

of GDP and breaching traditional prudent thresholds. Uganda’s debt stood at 51.3 percent of GDP in FY25, 

up from ~35 percent of GDP in 2018/19. Debt service obligations have surged: 32 percent of revenues are 

now absorbed by interest payments on debt. This rising debt burden and interest bill are straining Uganda’s 

fiscal position, crowding out spending on development priorities, especially social sector spending. The 

country’s fiscal buffers have thus been eroded, and its ability to respond to shocks is limited.  

28. Progress on domestic revenue mobilization, critical for restoring fiscal health, has been 

uneven. Uganda’s tax-to-GDP ratio remains around 13.2 percent (FY2024/25), below the 15 percent 

benchmark considered necessary for low-income countries and trailing the Sub-Saharan Africa average. 

The government is implementing a Domestic Revenue Mobilization Strategy (DRMS), aiming to broaden 

the tax base (especially in the informal and digital sectors), improve compliance, and reduce reliance on 

external financing. Some reforms (like digital tax systems and excise changes) have been introduced, but 

tax collection gains have been modest so far, and revenue performance still falls short of the targets of 16–

18 percent tax/GDP by 2025. Strengthening the efficiency and transparency of revenue administration, for 

example, curbing tax evasion, closing loopholes, and improving taxpayer services, will be essential to 

rebuild fiscal buffers and resilience to shocks. 

29. On the expenditure side, there is an urgent need to improve public financial management, 

procurement practices, and public investment efficiency, especially as Uganda prepares for oil 

revenues. Oil production is expected to begin in the second half of 2026, which could significantly boost 

revenues and growth. However, without stronger fiscal rules, enhanced budget credibility, and better 

expenditure prioritization, a sudden influx of oil revenue could exacerbate governance problems. It is 

therefore critical to bolster the institutions charged with managing oil funds, such as the Petroleum Fund 

and oversight bodies like the Office of the Auditor General, to ensure transparency and accountability in 

the use of oil revenues. 

D. 2025 SCD Update – Priority Areas 

30. Despite some gains and signs of resilience, Uganda continues to face longstanding development 
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challenges. Low human capital, stalled structural transformation, regional disparities, and a weak fiscal 

base persist as major obstacles to inclusive growth. Recent shocks—such as the COVID-19 pandemic, 

climate variability, and global price increases—have heightened vulnerabilities but largely reinforced 

existing trends. Uganda faces a pivotal moment: achieving lasting recovery and progress hinges on boosting 

productivity, investing in human capital, pursuing critical reforms, and tackling growing climate challenges. 

The 2025 SCD Update highlights the need for renewed efforts in job creation, productive infrastructure, 

and deepening human capital investment to address demographic pressures and slow transformation. 

Productive infrastructure is now recognized as a standalone priority, emphasizing its central role in 

promoting productivity-led growth and structural change. Cross-cutting themes like climate resilience, 

green growth, and sustainable urbanization are integrated across all priority areas. Without bold, 

coordinated action on these interconnected constraints, Uganda risks missing its goal of attaining lower-

middle-income status and capitalizing on its demographic potential. 

1. Human Capital Development  

31. [HIGH PRIORITY] Enhanced Access to Quality and Equitable Education and Skills 

Development: While access to education has expanded significantly, major gaps persist in school retention, 

completion, and—most critically—learning quality, thereby limiting the education system’s contribution to 

higher-value job creation. Improving foundational learning and strengthening teacher management and 

accountability, therefore, remain central priorities. Uganda should upgrade core school infrastructure and 

consider initiatives like school feeding and early childhood education to improve learning outcomes and 

reduce dropout, with targeted support for underperforming districts needed to close regional gaps in literacy 

and numeracy. Uganda can tap the private sector to boost education outcomes through targeted PPPs, 

employer-led skills systems, outcome-linked financing, and practical EdTech collaborations. Gender-

specific constraints warrant more explicit focus. High adolescent fertility and school safety concerns 

undermine girls’ retention and completion, calling for a more comprehensive approach that integrates sexual 

and reproductive health and rights, prevention of adolescent pregnancy, and support for school-to-work 

transitions. Effective implementation will further require stronger data and systems, including improved 

education Management Information System, as well as greater attention to the enabling role of energy and 

digital connectivity, which currently constrain digital learning and ICT use. Given Uganda’s very young 

population, greater investment in education and skills remains essential to harness the demographic 

dividend, but progress will hinge on securing more sustainable and adequate sector financing. 

32. [HIGH PRIORITY] Enhancing the Social Protection System: Uganda’s social protection 

system is still limited and fragmented, with social assistance reaching just about 3 percent of the population 

and social insurance mainly covering formal workers. Progress since the 2021 SCD includes steps toward 

a life-cycle approach and better integration with human capital and employment objectives, but large gaps 

persist, especially for households in northern regions facing economic and climate shocks. Key priorities 

are to expand well-targeted safety nets within fiscal limits, develop a robust social registry and digital 

systems, strengthen digital payments and grievance mechanisms, and establish rapid-response financing for 

crises. Over time, reforms should also improve contributory schemes and connections to skills and 

employment services, ensuring protection for children, working-age adults (including those in the informal 

sector), and the elderly. 

33. [MEDIUM PRIORITY] Improved Access to Quality Health Services: Uganda needs to expand 

essential health services and improve the quality, equity, and resilience of delivery systems. Persistent 

shortages of skilled health workers, especially in rural and underserved areas, remain Uganda’s core binding 

constraint, requiring coordinated policies on training, accreditation, deployment, and retention; addressing 

these gaps thus represents both a critical human capital priority and an opportunity to generate productive 

employment in a sector facing structural shortages. Other priorities include strengthening maternal, 

neonatal, reproductive, and adolescent health services, ensuring the reliable availability of essential 

medicines, and enhancing the quality and responsiveness of frontline care. Rising climate and 

epidemiological risks further heighten the need to strengthen disease surveillance, early warning systems, 
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and emergency public health preparedness. Additionally, investments in climate-resilient health 

infrastructure and adequate WASH facilities in health centers and schools are critical. Together with 

stronger health workforce management and better resource allocation, these measures will improve 

outcomes for women, children, and other vulnerable groups. Achieving these objectives will also depend 

on (i) improving spending efficiency, (ii) strengthening public financial management, (iii) better aligning 

resource allocation with local delivery capacity. This should go along with leveraging the private sector 

across financing/purchasing, service delivery, supply chains, digital health, workforce development, and 

climate-resilient infrastructure to accelerate health outcomes, through PPPs for construction, rehabilitation, 

and equipping of health facilities, as well as performance-based PPPs for equipment placement, imaging 

services, and maintenance, health insurance; and local manufacturing of medical products and consumable. 

However, progress remains constrained by chronic underfinancing of the health sector; with ODA under 

pressure, financing sustainability is increasingly important, as reflected in recent bilateral health 

cooperation frameworks (e.g., the US-Uganda Health Memorandum of Understanding signed in December 

2025) that emphasize greater domestic co-financing and health system strengthening. 

2. Private Sector Development and Job Creation 

34. [HIGH PRIORITY] Agricultural Commercialization: Boosting agricultural productivity and 

climate resilience is vital for Uganda’s transformation. With increasing climate risks and ongoing land 

degradation, commercialization must be climate-smart and resource-efficient, focusing on water 

management, soil restoration, and resilient storage to cut post-harvest losses. Climate-smart agriculture like 

drought-tolerant crops and improved inputs will help farmers adapt and raise yields. Upgrading rural 

infrastructure (roads, irrigation, storage) will link farmers to markets, reduce losses, and increase incomes. 

Investing in National Quality Infrastructure (NQI) and supply chain traceability remains key. Land policy 

reforms to clarify rights and expand registration are needed to unlock investment and enable land rental 

markets for more efficient land use. Driving value addition and agro-industrial linkages is crucial for jobs 

and transformation, supported by continued investments and improvements in logistics, reliable energy, 

agritech, and agri-finance, and the rationalization of regulatory requirements. Addressing gender gaps in 

agriculture is essential for inclusive growth. 

35. [HIGH PRIORITY] Supporting Youth Transition to Productive Employment: With over 

three-quarters of Uganda’s population under the age of 30, youth underemployment and economic 

disengagement are urgent challenges. An overwhelming 92% of workers, especially youth, are in informal 

employment, often engaged in low-productivity agriculture or urban informal jobs. Job creation is not 

keeping pace with the growing working-age population, and most new jobs are low-skill and offer limited 

opportunities for earnings growth or skills accumulation. To address this, Uganda must not only increase 

job creation but also implement programs that effectively transition youth into productive work. Scaling up 

work-based learning opportunities, such as apprenticeships, internships, and short vocational courses, is a 

top priority. These programs should be closely aligned with private sector demands (for instance, training 

in trades and services where there are skill shortages) to improve youth employability. These efforts should 

reach not only recent school leavers but also youth and adults who have not benefited from formal education 

or who require reskilling. Complementary measures, including expanded access to business development 

services, finance, digital tools, and market linkages, are needed to support youth entrepreneurship, 

particularly in rural areas and the informal economy. Targeted interventions should also address the specific 

barriers faced by women; for example, providing childcare or safe transport for young women, integrating 

gender-responsive pedagogy in TVET, and promoting women’s participation in digital entrepreneurship. 

By investing in the productivity and inclusion of its youth, Uganda can better harness its demographic 

dividend and lay the foundations for sustained, inclusive growth. 

36. [HIGH PRIORITY] Productive Urbanization and Economic Corridors: Uganda’s urban 

transition offers significant potential for job creation and productivity if focused on well-planned, serviced 

urban nodes and market towns linked by efficient economic corridors. As more Ugandans seek urban work, 

productive urbanization is crucial for expanding formal employment, broadening the tax base, and 
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improving service delivery. However, weak urban services, uncontrolled expansion, and poor mobility 

currently restrict growth and raise costs. Key actions include strengthening integrated urban planning and 

land management, upgrading secondary cities and towns along strategic corridors, and investing in essential 

infrastructure such as urban roads, logistics, and flood control. Addressing climate and environmental risks 

is also vital, as urban areas are especially vulnerable to flooding, heat, and service disruptions. Prioritizing 

high-potential nodes and corridors can attract private investment, boost productivity, and ensure 

urbanization supports inclusive job creation and sustainable growth. 

37. [HIGH PRIORITY] Harnessing Digital Technologies for Productivity: Uganda’s digital 

economy is poised to boost productivity, service delivery, and financial inclusion. Key actions include 

expanding broadband to rural and underserved areas to lower data costs and improve connectivity and 

leveraging projects like the Uganda Digital Acceleration Project to broaden high-speed internet access for 

citizens, schools, and businesses. Developing a national digital literacy framework will equip youth and 

workers with essential skills. Promoting digital adoption such as e-extension in agriculture, digital payments 

and e-commerce for small businesses, and e-services in government will increase efficiency. Strengthening 

data governance and modernizing regulations (data protection, cybersecurity, digital payments) will help 

attract private investment and support digital public service delivery. With the right environment, digital 

innovation can drive private sector growth and job creation in Uganda. 

38. [HIGH PRIORITY] Strengthening the Business and Financial Environment: Boosting firm 

entry, growth, and job-creation will require a more predictable and efficient business environment alongside 

improved access to finance, particularly for MSMEs that account for most employment in Uganda. This 

includes modernizing and simplifying regulatory frameworks, reducing compliance costs, fully digitalizing 

government-to-business services, and reforming business licensing to prioritize regulatory effectiveness 

over revenue generation through the consolidation of overlapping licenses and improved portal 

interoperability. Stronger enforcement of Sanitary and Phytosanitary standards, greater transparency in 

trade facilitation, removal of non-tariff barriers, and the modernization of PPP and procurement frameworks 

would further support export growth and private investment. At the same time, deepening credit markets 

through reforms—such as operationalizing a movable collateral registry, strengthening credit bureaus, 

supporting digital finance and well-regulated microfinance, bolstering development finance institutions 

(e.g. the Uganda Development Bank), and reducing legal uncertainty around property rights and contract 

enforcement—would expand access to affordable finance, enabling firms and households to invest, scale, 

and contribute to growth and poverty reduction. 

39. [LOW PRIORITY] Integrated Sustainable Tourism Development: While tourism is not 

expected to be a primary driver of Uganda’s structural transformation, a more selective and integrated 

approach could unlock targeted job creation and foreign exchange earnings in high-potential destinations, 

particularly where Uganda’s natural and cultural assets offer comparative advantages despite strong 

regional competition. Realizing this potential will require shifting from fragmented public investments 

toward destination-focused strategies anchored in private sector participation, including coordinated 

improvements in accessibility, product development, marketing, SME support, and destination 

management. Concentrating efforts in a limited number of high-potential tourism corridors can help raise 

productivity, crowd-in private capital, and generate employment, especially for youth and women, in 

hospitality, transport, and related services.  

3. Productive Infrastructure  

40. Robust and climate-resilient infrastructure is critical to driving Uganda’s economic transformation, 

regional integration, private sector activity and job creation. Infrastructure gaps, especially in transport 

logistics, urban services, and electricity, raise trade costs, constrain firm growth, and limit value addition in 

agriculture and manufacturing. Climate change adds a further layer of risk, increasing the urgency of 

building systems that are not only efficient and inclusive but also resilient enough to deliver durable 

economic and social returns. 
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41. [HIGH PRIORITY] Improved Reliability, Affordability, and Sustainability of Electricity 

Supply: Access to reliable and affordable electricity is fundamental for Uganda’s industrialization and 

inclusive growth. While access and distribution performance have improved over the past two decades, 

including strong collection rates and operational cost recovery by electricity distributor UMEME relative 

to regional peers, firms and households continue to face constraints from outages, high tariffs, and uneven 

access, particularly outside major urban centers. Priorities therefore include investing in transmission and 

distribution infrastructure to reduce power outages and technical losses; expanding access through a mix of 

grid and off-grid solutions; strengthening sector governance and utility performance to sustain efficiency 

gains while balancing cost-reflective tariffs with affordability; and maintaining a predictable regulatory 

framework that can attract private investment in generation and distribution, including through structured 

PPPs for strategic transmission corridors and concessions or performance-based contracts in distribution. 

Together, these measures would improve reliability, contain costs over the medium term, and ensure that 

electricity supply supports productivity growth and structural transformation. 

42. [HIGH PRIORITY] More Efficient, Climate-Resilient, and Multimodal Transport and 

Logistics Systems: Uganda’s competitiveness and regional integration are hampered by high transport costs 

and weak logistics, with urban sprawl and poor last-mile connectivity limiting job access, particularly for 

youth and women. Transport costs account for an estimated 36 percent of import and export values. The 

country should prioritize climate-resilient investments in national and feeder roads, for example, by 

upgrading drainage to withstand heavy rains and ensuring year-round connectivity. Developing a 

multimodal transport system that includes reviving rail links, improving inland water transport on lakes and 

the Nile, and expanding air freight capacity, will help reduce pressure on roads and lower freight costs. 

Modernizing logistics and border management, such as through better urban transit systems and streamlined 

customs procedures, will further enhance efficiency. Strengthening urban transit and rural road links, as 

well as improving sector governance—by strictly enforcing maintenance regimes, addressing corruption in 

construction, and engaging the private sector in well-structured PPPs for road tolls, road maintenance, and 

rapid bus services for urban mobility, as well as by direct private sector delivery of axle load enforcement 

and weigh-in motion, logistics hubs, inland container depots (ICDs), bonded facilities, and free zones—

will boost connectivity, reduce costs, and support broad-based, inclusive growth. 

43. [HIGH PRIORITY] Strengthening Climate Resilience and Adaptation Capacity: As climate 

shocks worsen, Uganda must boost climate resilience by combining preparedness with systematic risk 

reduction. Key actions include operationalizing early warning and community disaster preparedness, 

especially in flood- and drought-prone areas, and embedding climate risk into spatial planning and land use 

controls to minimize exposure. Investing in resilient infrastructure, with clear standards and sound lifecycle 

management, is vital to protect lives and assets. Uganda should expand disaster risk financing, such as 

contingency funds and insurance, for swift shock response. Success will depend on stronger municipal and 

local government capacity for planning, regulation, and sustainable asset management. Scaling up 

adaptation finance including international climate funds and private sector solutions like resilience-linked 

credit will be essential, given increasing climate risks and vulnerable populations. Early investment in 

prevention and preparedness can greatly reduce future disaster costs. 

4. Governance and Service Delivery 

44. [HIGH PRIORITY] Improved Transparency, Accountability, and Public Sector Capability: 

Strengthening governance is a cross-cutting priority to achieve Uganda’s development goals. The public 

sector needs enhanced capability in planning, budgeting, and delivering services, combined with greater 

transparency and accountability for results. Key reforms include bolstering oversight institutions and 

bolstering urbanization anti-corruption efforts. Uganda should enforce existing anti-corruption laws and 

empower agencies to investigate and prosecute corruption cases, thereby improving public trust and 

lowering the cost of doing business. Procurement reform is also critical: by increasing competition, 

reducing bureaucratic delays, and using e-procurement tools, the government can get better value for money 

and reduce opportunities for theft. Improving frontline service delivery is another focus area; measures such 
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as stronger performance management for teachers, health workers, and extension officers (and sanctions 

for absenteeism) can ensure resources translate to outcomes on the ground. Furthermore, Uganda’s public 

administration structure could be made more efficient; for instance, the proliferation of new districts and 

administrative units has strained budgets, so a moratorium on creating new ones may be warranted. Overall, 

investing in civil service training, merit-based promotions, and results-oriented management will enhance 

the public sector's capabilities. Enhanced transparency (through open budgets, citizen audits, and digitized 

government transactions) and accountability (through stronger oversight bodies and civil society scrutiny) 

form the foundation of a governance system that can deliver inclusive development. 

45. [HIGH PRIORITY] Strengthened Local Government Financing and Delivery Capacity: 

Local governments in Uganda are central to delivering education, health, water, and urban services, yet 

often lack adequate funding and capacity. Increasing and better targeting fiscal transfers—especially for 

poorer and refugee-hosting districts—and allowing greater local budgeting autonomy would improve 

service delivery. Reforming Uganda’s intergovernmental fiscal system to allocate funds more equitably 

based on population and need is essential, with fast-growing or underserved areas receiving appropriate 

resources. Local revenue generation should be boosted by streamlining tax policies and updating property 

valuations, with safeguards to protect the poor. Building administrative skills, especially in public finance 

and procurement, remains critical, supported by central government and development partners through 

technical assistance and performance-based grants. Expanding digital solutions like online registration and 

e-permitting will further enhance efficiency and service access. By empowering local governments with 

resources, skills, and technology, Uganda can ensure vital services reach all communities effectively. 

46. [MEDIUM PRIORITY] Enhanced Citizen Engagement and Civic Participation in 

Development Processes: Uganda’s progress towards inclusive development depends on citizens having a 

meaningful voice in decision-making. Strengthening civic space by protecting freedoms for civil society, 

media, and community groups, improves accountability and policy quality. Institutionalizing citizen 

consultations in planning and budgeting ensures policies reflect local needs, while expanding feedback 

platforms (e.g., community scorecards) helps monitor service delivery and project performance. Publishing 

accessible budget and contract data empowers communities to hold officials accountable. Greater civic 

participation also aligns donor and stakeholder initiatives with community priorities. Transparent, well-

managed private sector participation (such as PPPs) in infrastructure or utilities can complement 

government efforts. Leveraging digital tools like social media and e-petitions can further connect 

government and Uganda’s tech-savvy youth. Ultimately, open and participatory governance builds trust, 

empowers citizens, and drives more inclusive and sustainable development. 

5. Macro-Fiscal Stability 

47. [HIGH PRIORITY] Enhanced Domestic Revenue Mobilization and Fiscal Resilience: 

Strengthening domestic revenue is vital for Uganda, as current tax revenues (13.2% of GDP) are insufficient 

to meet development needs. Rebuilding fiscal buffers is essential, especially with rising domestic debt and 

high Treasury yields limiting government flexibility. The government should broaden the tax base, 

particularly in the informal sector and digital economy, by reducing exemptions, closing loopholes, and 

enforcing compliance. Modernizing revenue administration through digital systems, taxpayer education, 

and boosting the Uganda Revenue Authority's capacity to detect evasion is also key. Higher revenues must 

be matched by greater expenditure efficiency, including better public investment management, procurement 

reform, and cutting wasteful spending (e.g., rationalizing administration and removing ghost workers). Over 

time, establishing fiscal rules will help maintain discipline as oil revenues arrive. Prudent debt management 

and prioritizing concessional borrowing are crucial to keeping debt sustainable. By mobilizing more 

domestic resources and spending them wisely, Uganda can reduce reliance on external aid and maintain 

macroeconomic stability and create fiscal space for infrastructure and human capital. 

48. [HIGH PRIORITY] Transparent and Accountable Oil Revenue Management: With oil 

production set for the latter half of 2026, Uganda faces both opportunity and risk. Uganda must manage 
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anticipated revenues through a transparent fiscal framework to support long-term development, not short-

term consumption. This means clear rules for saving and spending, conservative pricing, and strong 

oversight of the Petroleum Fund. Strengthening reporting, audits, parliamentary scrutiny, and meeting 

Extractive Industries Transparency Initiative (EITI) standards will build public trust and ensure oil drives 

inclusive growth, not instability. 
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