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1. Introduction 

During the period 1990-2012, Uganda registered considerable growth rates. Between 1990 and 

2007, real GDP growth averaged close to 8 percent, compared with 3 percent in the rest of Sub-

Saharan Africa (SSA). However, growth decelerated during 2009-2011 due to external shocks 

which included increasing commodity prices. The early years of the growth rate during the 

period 1990-1999 were largely driven by increased use of factors of production as the country 

was recovering from civil strife. Estimates by the Uganda Bureau of Statistics show that average 

GDP growth rate (at factor prices) for 2000-2008 was as high as 7.9 percent, with the economy 

posting a growth rate of 8.7 per cent for the year 2007/2008. However, the economy slowed 

down to an average of about 5 per cent in 2008-12 due to the turmoil in the world economy and 

regional instability. The high growth rate has also witnessed the expansion of the services 

sector which contributes more than 50 percent of total GDP and a declining contribution of the 

agriculture sector owing mainly to low productivity of the sector. 

Despite this unprecedented growth rate, this has not been rapid enough to create jobs needed 

to keep pace with a high population growth rate estimated at 3.2 percent. According to the 

2009/2010 Uganda National Household Survey, the level of unemployment is registered at 4.2 

percent, an increase from 1.9 percent in 2005/06. The survey also shows that the pressure for 

creating jobs has intensified with the proportion of the youth (18-30 years) increased from 44 

percent in 2005/06 to 48 percent in 2009/10. The level of youth unemployment has also 

considerably increased currently estimated at 32 percent. Likewise, the labour force has also 

increased from 9.5 million persons in 2005/06 to 11.5 millions in 2009/10 which poses 

challenges for the country to secure more jobs to match the increasing labour force. By industry, 

agriculture employs about 66 percent of the working population while about 80 percent of the 

population is self employed. While the bulk of the population is still in the agriculture sector the 

decline in productivity of the sector pauses serious challenges to policy makers.  Primary 

causes of unemployment have been listed as structural, frictional and cyclical. The structural 

causes are changes in market conditions which render some skills obsolete. The frictional 

causes involve the transaction costs of finding a new job. The cyclical causes involves cases 

where the economy goes through business cycles and in the process some sectors go through 

a reallocation of factors of production.  It has been argued that a large share of the unemployed 

in Uganda possess skills which are not compatible with the available jobs. 
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In recognition of the challenges paused by unemployment, the government has adopted several 

measures to address the problem through its budget. The government recognizes the lack of 

skills especially in technical areas, low school completion rates and limited capacity in 

vocational schools which results into low productivity of the labour force. Government policies 

can be broadly categorized as follows: (i) enhancing agriculture production and productivity—

which would implicitly generate jobs; (ii) pursuing fiscal policies by reorienting resources 

towards vocational training, enhance the level of completion rates and extending universal 

education to the secondary level; (iii) promoting value addition especially through agro 

processing; (iv) targeted initiatives like establishment of the youth fund in 2010/11 whose main 

objective was to create jobs among the youth through formation of small enterprises; (v) 

introducing specialized programs through public works to generate jobs, and; (vi) use of active 

labour market policies especially public works.    

To fully capture the macroeconomic implications of these interventions, an economy-wide model 

is necessary to study the complex interactions produced under the various policy regimes. This 

paper will therefore use a dynamic computable general equilibrium model. The advantage of 

using a CGE model is the fact that it combines the logic of partial equilibrium models to derive 

for labour demand with prices and wage rates. Within this framework, assumptions about the 

labour force participation rate can be combined with population forecasts to determine the 

supply of labour endogenously. The model can also accommodate a wide range of labour types 

for instance by skill types or occupational categories. The complementarity slackness condition 

will be used to model the boundaries between full and less than full employment scenarios. The 

database to be used will be the most recently updates SAM of 2011/12 reflecting both recent 

macroeconomic developments and information in the recent household surveys regarding 

labour markets. 

The rest of the report is structured as follows. Section 2 provides some background on 

employment developments and wage growth. Section 3 is the literature review of the paper.  

Section 4 provides the data and information sources. Section 5 is the methodology used in the 

report. Section 6 discusses the results. Lastly is the policy implications and conclusion.  
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2. Background of Employment, Wage Growth and Economy 

2.1 Macroeconomic developments 

Uganda is one of the few countries in Sub-Saharan Africa which has managed to sustain growth 

for a continuous 25 years. Between the period 1990 and 2008, real GDP growth averaged at 8 

percent relative to the 3 percent average for the rest of Africa. Similarly, per capita growth 

averaged at 3 percent compared to 1 percent for the rest of SSA. This sustained high growth 

rate can be characterized into two different episodes. The period 1990 and 1999 the country 

was recovering lost output due to the civil strife that spanned the period 1971-1985. Growth 

during this period was characterized by a stable macroeconomic environment and rebounding 

of the manufacturing and services sectors. In addition, total factor productivity contributed 2-3 

percent of GDP growth owing to the recovery process. Growth continued to be sustained during 

the period 2000-2008. For example, estimates by UBOS  show that average GDP growth rate 

(at factor prices) for the years 2000-2008 was as high as 8 per cent, with the economy posting a 

growth rate of more than 10 per cent in 2005/06. However, more recently there has been a 

deceleration in growth due to various factors which include turmoil in the world economy and 

regional instability and volatility of world commodity prices. Average real growth rate during 

2009-2012 is estimated at 5.5 percent (Figure 1: GDP Growth and Per Capital GDP 

GrowthFigure 1). 

Figure 1: GDP Growth and Per Capital GDP Growth  
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Despite these unprecedented growth rates, there are some underlying weaknesses with the 

quality of growth witnessed. While total investments have increased over the period, it remains 

low by international standards. The growth episode is largely characterized by high growth of 

private consumption and weak capital formation. This is partly explained by the low savings rate 

like in other SSA countries. In 2005, gross domestic savings in the SSA region averaged 18.0 

percent of GDP, compared with 26.0% in South Asia, 24.0 percent in Latin America and the 

Caribbean, and nearly 42 percent in East Asia and Pacific countries (World Bank, 2007a). The 

savings rate for Uganda has broadly evolved over the years in the following pattern. From 1984 

to 1994 due to the uncertain political and economic environment, savings rate increased 

steadily from 6.5% to 14.3% of GDP (World Bank, 2007a). It then experienced much higher 

volatility reaching its lowest rate (nearly 0.2%) in 1994.  The savings rate has stagnated below 

10% in the last decade. With limited savings channelled to productive investments, its remains a 

challenge to generate employment. 

The growth of Uganda‘s economy has also been accompanied by some changes in the sector 

distribution of GDP. Uganda‘s strong economic growth since 1992 has been driven mainly by 

the services, manufacturing and construction sectors (Figure 1). In 2011/12, the share of value 

added contributed by the services sector was almost half of total gross domestic product (GDP) 

from about 32 per cent in 1990 and that of agriculture diminished steadily from 50.3 per cent to 

about 15.2 per cent in the same period (Figure 2). The recent decline in agriculture partly 

reflected the fall in productivity of the sector, deterioration in farming methods synonymous with 

poor technologies and resources especially in form of labour being reallocated to services. 

Other structural problems, including the use of inferior inputs and lack of value addition to raw 

materials that have limited productivity and profitability of the sector have contributed to the low 

growth of the sector. 

Figure 2 : Sector Composition of GDP (Percentage) 
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Source: UBOS, 2010 

 

The industrial sector which includes mining, construction and manufacturing has seen a modest 

increase in its share of GDP from about 10 to 20 percent. Within this sector, construction has 

increased significantly from 4 percent in 1989 to about 12 percent in 2010.  Growth of the 

manufacturing sector has been characterized by low capacity utilization which is estimated at 50 

percent (Republic of Uganda 2010). The factors that contribute to low capacity utilization have 

been well articulated in the National Development Plan and these include credit rationing, 

limited skills and inadequate infrastructure.  

 

2.2 Situation Analysis of Employment 

While the growth and changes in the sector composition of GDP could be desirable, this has not 

been matched by similar changes in the labour force as the agriculture sector remains the 

largest employer of the labour force. It is estimated that the total labour force in agriculture is 

about XX percent (Table 1). Uncharacteristic from other countries which have undergone 

though the process of structural transformation, employment creation within the manufacturing 

sector remains low and has even started declining more recently.1 The link between the 

                                                 
1
 Real structural change involves a virtuous cycle of industrialization fostering productivity which leads to 

high incomes, investments and domestic demand.  
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agriculture sector and manufacturing is weak with few industries vertically integrated backwards 

to the agriculture sector. While there is some registered movement of the labour force out of the 

agriculture sector, the bulk of these workers are being absorbed in the services sector and 

informal self-employment.2 With limited job growth within the industrial sector, this raises 

questions whether the current growth pattern will sustain the necessary job growth to meet the 

population growth.   

Table 1: Employment by Sectors (to be updated) 

 

 

It is estimated that currently the Ugandan economy needs to absorb about 392,000 new 

entrants into the labour market (Ministry of Gender, Labour and Social Development 2010). The 

labour force growth rate is estimated at 4.7 per annum in 2009/10 a rate which is even higher 

than the population growth rate. The growth in the youth labour force is even much higher 

estimated at 5.7 percent annually. With such pressures, the current official unemployment rate 

is estimated at 4.2 percent while underemployment is at 21 percent (UBOS 2010). 

Underemployment comprises of time related, skills related and wage related employment. In 

addition, the 85 percent of the labour force is self employed a clear indication that job creation in 

                                                 
2
 The recent upsurge of the youth joining the transport sector in urban areas is one of the indicators to 

show that there is some limited movement of labour. 

ISIC Urban Rural Total Urban Rural Total

Agriculture, Hunting 169,232 5,379,700 5,548,932 350,641       7,478,259     7,828,901     

Fishing 4,921 73,755 78,676 11,955         93,605         105,560       

Mining 4,758 19,412 24,170 1,468           13,381         14,849         

Manufacturing 156,878 391,275 548,153 145,705       297,190       442,895       

Eletricity, Gas and W 3,381 3,213 6,594 3,632           3,663           7,295           

Construction 40,386 74,221 114,607 59,883         87,459         147,342       

Trade 370,930 684,995 1,055,926 414,149       455,044       869,193       

Hotels and Restaurant 82,347 158,630 240,977 88,876         81,261         170,137       

Transport, Storage an 78,482 100,411 178,893 90,880         119,221       210,100       

Financial Intermediate 1,901 819 2,720 11,394         5,424           16,818         

Real Estate, Renting 19,723 13,300 33,024 32,552         13,817         46,369         

Public Administration 41,056 34,063 75,118 38,530         33,053         71,583         

Education 50,519 185,524 236,043 81,097         200,205       281,303       

Health and Socail Work 23,714 49,287 73,001 45,076         56,997         102,072       

Other Community, Social services 74,492 73,501 147,994 89,352         89,822         179,174       

Private household with employed persons 68,674 33,014 101,688 50,067         41,285         91,352         

Extra Territorial Organistaions 4,715 … 4,715 1,696           2,346           4,042           

Total

Sector

Primary 5,453,455 174,153 5,627,608 364,064 7,585,245 7,949,309

Manufacturing 410,687 161,636 572,323 145,705 297,190 442,895

Service 1,410,980 860,320 2,271,299 1,007,184 1,189,596 2,196,780

Total 7,275,121 1,196,109 8,471,230 1,516,953     9,072,031     10,588,983   

2002/03 2005/06
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formal sectors remains limited. Agriculture employs a high and rising proportion of the 

economically active population and absorbs about 40 percent of the new entrants into the labour 

market. This certainly shows that labour productivity of the sector continues to decline given that 

the sector has been shrinking and its share of GDP is declining. This has also been 

exacerbated by declining yields for most crops. The second largest absorbing sector of the 

labour force is the small-scale unregistered non-farm enterprises. These are also characterized 

by low productivity given their limited access to technology, finance and inadequate markets. 

 

2.3 Government Policies pursued to address employment issues 

The National Employment Policy was adopted by government in 2011. The existing employment 

policy framework is consistent with the National Development Plan whose theme is ―Growth is 

growth, Employment and Socio-Economic Transformation for Prosperity‖. The reorientation of 

the NDP towards spending on infrastructure especially rural roads and spending on the social 

sectors including education, health, water and sanitation are all envisaged to generate 

employment. Other policy frameworks in place supporting the Employment Policy are the 

National Child Labour Policy (2006), the Uganda Gender Policy (2007), the National Policy on 

HIV/AIDS and the World of Work (2007), National Industrial Policy (2008), National Population 

Policy (2010). The supporting interventions to create employment include the Public Sector 

Reforms, Medium Term Competitive Strategy for the Private Sector and the Plan for 

Modernization of Agriculture. 

In order to achieve the objective of generating employment, the government has some key 

priority areas of intervention. These interventions will partly inform the simulations implemented 

in section 4 and 5. The following are the key highlights of the government employment policy. 

 Government is committed to promote employment intensive growth by ensuring that 

employment creation is a key criterion in selecting between public and private 

investment programmes and projects. This objective will also be met by ensuring that 

rural infrastructure projects are undertaken using labour based techniques. The 

government also intends to mainstream employment creation in the National core 

projects identified in the NDP. 

 Providing accurate labour market information on jobs, job seekers, labour mobility, 

employment levels, real wages and desirable skills for both the public and private 
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sectors. This is particularly important for the small scale employers who are unregistered 

in the private sector. 

 Given the mismatch between skills demanded by the private sector and the public 

sector, the government will provide incentives to private sector to encourage them 

provide in-employment training programs. The government is also strengthening 

vocational training as an integral component of the general education system. 

 The government recognizes the declining labour productivity owing to limited skills 

development and training. It will therefore promote demand driven training programmes 

by involving the private sector. This will also involve establishing the productivity training 

centre to enhance managerial practices and work ethics. 

 The government recognizes the importance of agriculture being the largest employer 

and its larger potential to absorb labour especially in rural areas. The government 

therefore will pursue policies to encourage agriculture enterprises with large potential to 

generate jobs.  The government is also actively promoting value-addition under its 

Agriculture Investment Policy (2010). Emphasis is also being placed on increasing yields 

on dynamic smallholder farms with great potential to generate employment 

opportunities.  

 Small scale unregistered enterprises are the second largest employers and government 

will provide incentives to increase their productivity and enhance their capacity. 

Government would also develop clusters to meet the supply chain demands for the 

SMEs. 

 Government is also indirectly supporting the private sector through the provision of for 

example tax incentives, establishing export processing zones and industrial parks and 

reducing the cost of doing business by providing the necessary infrastructure. 

 The increase in youth unemployment and underemployment is a concern to government. 

The youth are the highest composition of the labour force and make the majority of the 

new entrants to the labour market. The government would strengthen the capacity of 

career guidance to youth and integrate youth programmes within NAADS, NUSAF and 

PRDP programmes. 
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In summary the following key actions can be highlighted and will motivate the simulations 

implemented in section 4.  

I. Increased productivity of the agriculture sector and its ability to generate employment 

especially for the rural sector. 

II. Increased value addition on primary commodities and its impact on jobs created in the 

agriculture and industrial sectors. 

III. Increased spending on infrastructure with a focus to generate labour intensive jobs. 

IV. Improved labour productivity and its impact on the labour market. 

V. Use of tax incentives as a tool for enterprises to create business and generate 

employment. 

In addition to these interventions which would directly affect the labour demand, there are also 

policies where government directly affects the supply of labour that will be investigated. One of 

these policies is the Education policies which are underpinned by universal primary and 

secondary school education. With universal secondary school education this indirectly delays 

the age at which the youth join the labour market and hence reducing the unemployment rate 

especially among the youth. The other supply factor which can be indirectly affected by 

government is the population policy. With the current growth in the population estimated at 3.2 

percent, the challenge for government is to turn this into a dividend by acquiring the growing 

labour force with the requisite skills.  
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3. Literature Review  

Few specific studies have been done regarding the unemployment and underemployment 

problem in Uganda. The most recent study on Uganda was done by Bategeka (2013). This 

study concludes that the Government must intervene in business in a strategic way to create 

jobs. It also suggests that one way is to assist the private sector with development of higher 

value chains that are employment intensive. It castigates liberalism applied across board in all 

sectors, particularly in Foreign Direct Investment (FDI) and in the rural economy, that this is 

unlikely to produce the desired employment creation results. In a study by Louise and Obert 

(2009), they question whether the recent growth is based on a commodities boom, or whether it 

is the beginning of a structural transformation that will lift workers from low-productivity jobs into 

higher-productivity ones. They argue that the macro evidence has suggested that the structural 

transformation has not started. They also argue that households do not move from ones based 

on subsistence farming and household level economic activities into livelihoods based on 

individual wage and salary employment away from the household in one leap—this process 

takes generations. The intermediate step is usually the productive informal sector. If this is 

indeed true, this would imply that for the case of Uganda, transition from an agriculture 

dominant employer to services and industry could indeed take some time. 

 

There are various attempts that have been made to assess labour market outcomes within the 

CGE framework. The earlier attempts of addressing labour market issues were done by Gelauff 

et al (1991) and Dewatripont et. al.(1991). Their major emphasis was to analyze labour taxation 

and social security contributions who applied it on the Netherlands and Belgium, respectively. 

This was followed by studies that investigated the options of stimulating low skilled employment. 

These studies mainly focused on lowering taxes for low income groups and consumption tax 

relief on low-skilled intensive services. Other papers which have focused on labour taxation 

within the CGE framework include [Hutton and Ruocco (1999), and Böhringer et al (2005), 

Bovenberg et.al. (2000)]. Agénor et al (2007) simulate various labour market policy measures 

(reduction in payroll taxation, cuts in public sector wages and employment, reduction in trade 

unions' bargaining power) in a model with a dual labour market and collective wage bargaining 

for Morocco. Cogneau and Robilliard (2008) set up a linked microsimulation-CGE model of 

Madagascar for analyzing poverty alleviation policies such as agricultural subsidies, a workfare 

scheme and untargeted per capita transfers. 
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There are also other studies whose focus has been on policy related shocks with impact on 

employment and distribution that depends on the labour market specifications. Ballard et. al. 

(1985) discusses the implications of tax changes on labour market outcomes. Other studies 

which have focused on the effects of trade liberalization on labour markets include de Melo and 

Tarr (1992). Trade liberalization and labour market issues have also been linked to poverty 

outcomes in CGE frameworks by linking them to micro-simulation modulation modules ( see  

Hérault (2007) for South Africa, Bourguignon and Savard (2008) for the Philippines and Bussolo 

et al (2008) for Latin America). 

 

3.1 Labour Supply 

 

To fully understand the implications of policy changes on labour market outcomes, it is 

worthwhile investigating the labour markets from both the supply and demand side. Starting 

from a single aggregate level, it can be assumes that there is a single household supplying 

labour in a CGE model. For instance, in a classical study by Dervis et al, 1982, in addition to 

working with a single representative household, it is assumed that the labour supply of this 

household is fixed. However, if we are interested in flexible labour supply then in that case we 

are confronted with issues like hours of work and participation rates within the labour market.  In 

that case the model would have to be calibrated to at least capture the following components: 

(a) elasticity of participation with respect to the wage, (b) elasticity of working hours with respect 

to the wage, (c) elasticity of working hours with respect to (non-wage) income. With varying 

participation in the labour market, it becomes very difficult to assume that a single 

representative can represent a number of other identical individuals. Labour force participation 

is usually based on the fixed costs of individuals where those with low fixed costs participate in 

the labour market and those with high fixed costs stay at home. 

 

The single representative household has been extended to the case where there is no 

restriction to the number of representative households. A typical split is where households are 

distinguished between the low skilled and highly skilled workers (e.g. Lejour et al, 2006). At the 

other end of the spectrum, there are models with as much as 100 representative households 

(e.g. Piggott and Whalley (1985), who differentiate between households by household 

composition, profession and wage level, or Dixon and Rimmer (1995), who have the marginal 

propensity to consume as an additional criterion for differentiation). Labour supply in the 
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literature has been categorized using various criteria based on skills, household types, incomes, 

occupation or based on sector of employment.  

  

Skill type: Under this type of categorization, labour is split according to the levels of education 

attained. For instance for the case of Uganda, previous CGE models have tended to have three 

types of skills which include unskilled, semi-skilled and skilled. The unskilled includes individuals 

who have not completed primary school education. The semi-skilled category is for individuals 

who have not completed secondary school education. The skilled category is for individuals who 

have completed tertiary education (including degree and diploma holders). This differentiation 

largely captures the disparities in wages across the different skills sets. It also acknowledges 

the fact that wages across skill sets do not necessarily move in parallel. Most studies in the 

literature have also tended to split into two labour categories high and low skilled with a 

conventional cut off point of completion of college education.  Extension of disaggregating skills 

into different categories has been done although this creates other challenges of estimating 

labour demand owing to implausible substitution patterns. Attempts in CGEs have also focused 

on the fact that the choice of the skill type is endogenous. In other words, individuals can 

change between skill types in the course of their lifetime. Or government can provide programs 

of for example retraining unskilled individuals to provide them with applicable skills for the job 

market. Jung and Thorbecke (2003) and Cloutier et al (2008) are two examples in which the 

choice of the skill type is endogenous, involving investment in education. Jung and Thorbecke 

(2003) work in a recursively dynamic context and let the education decision be governed by 

myopic expectations.  

 

Occupation: Another type of classification usually used in labour market studies is differentiation 

by occupation. This classification is very close to the skill type‘s classification. Usually the 

classification across occupation is motivated by the fact that most countries labour is classified 

by occupation. Second, this type of classification is ideal where switching from one occupation 

to another may be more difficult than switching between skills within for example the same type 

of occupation.  

 

Sector employment: Sector employment is another form of classification. Under the CGE 

framework this is usually the default as value added in form of labour and capital are distributed 

across sectors. In addition for the CGE it can be assumed that labour is mobile across sectors 

where individuals move to sectors with higher rates of returns in form of wages. It can also be 
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assumed within this framework that labour is immobile in between sectors. For example, 

farmers in the agriculture sector cannot easily be moved to the telecommunication sectors. 

Whalley and Zhang (2004) use this household decomposition in model constraints on 

movement of workers from rural to urban sectors. 

 

Income class: The fourth form of differentiation is where household‘s labour is according to 

income classes. This could be based on for instance income by deciles and it‘s mainly 

motivated by distributional analysis (see Kim and Kim, 2003). However, this type of 

classification is not encouraged given that income is always an endogenous variable within the 

CGE model. For a given policy shock, an agent or household may switch between different 

categories and makes results intractable to interpret.  

 

Wage level: Classification by wage levels is relevant in cases where policy measures such as 

minimum wage or subsidies are of interest. However, the wage level classification can as well 

be captured under the skills or occupation classification since they are highly correlated. The 

disadvantage with this kind of classification is that a policy simulation can affect workers 

differently (for instance those who are below and above the minimum wage rate). This would 

therefore require use of the minimum wage rate as demarcation criteria for households.  

 

Household composition: The last type of labour classification is where households are classified 

according to their composition. For instance households could be classified as those with 

female headed or male headed households. Another example is where households could be 

classified according to whether they are couples or singles. Also of interest is where households 

could be classified according to whether they are vulnerable based for example on advanced 

age or not.  

 

The questions to be addressed in this study would require a unique form of classification which 

has been used in the literature earlier. The first form of classification should be at the skills level. 

This is of interest given the recent emphasis by government to enhance the skills especially of 

the youth so that they can be relevant to the private sector. The second form of classification is 

between wage and non-wage employment. Non-wage employment is mainly in the agriculture 

sector and the informal sector which employ a significant part of the population. Within the 

Ugandan SAM it is reasonable to assume that all workers in the agriculture sector are non-wage 

workers. We can also safely assume that workers in the manufacturing and services (especially 
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in the public sectors) are wage earners. Also sectors like telecommunications, construction and 

hotels/restaurants are wage workers. On the other hand, for transport with the recent 

proliferation of the youth joining this sector in form of providing transport services, it would be 

reasonable to assume that most workers in this sector are non-wage.  

 

3.2 Labour Demand 

For the case of labour demand in CGEs this is derived from sector production functions which 

are set up as nested CES functions.  The key challenge under the CGEs is therefore to adjust 

the production functions in such a way that they can accommodate the specification on the 

labour supply side. The second challenge in estimating demand for labour is the availability of 

the relevant substitution elasticities. For some CGEs they tend to rely on elasticities that are 

provided in the empirical literature which can be complemented with sensitivity analysis.   The 

other alternative under the CGE is to calibrate the model to replicate the value added for each 

sector across the various types of labour and capital.  

 

The labour market in Uganda can be decomposed into wage and non-wage workers. This 

classification is also very similar to the formal and informal sector given that largely wage 

workers are in the industry and services sectors while the non-wage workers are in the 

agriculture sector which is mainly informal.  Using this dual labour market approach, the nominal 

wage rate in the formal market set exogenously and it is also above the equilibrium market 

wage as shown in Figure 3 below. Because of the difference between the set wage rates (for 

example by the government or manufacturing firms) and the equilibrium wage rate, there is 

excess labour supply available for wage workers that cannot be all absorbed in the formal 

sector. This phenomenon applies to Uganda very well where many educated new labour 

entrants cannot be fully absorbed in the formal labour market. Therefore, these workers would 

choose to offer labour in the formal or wage sectors or stay unemployed based on their 

reservation wages and on the prevailing wage rates in the non-wage sectors. The informal 

nominal wage rates is considered to be flexible and clears the market.  Similar treatment of the 

labour markets within the CGE can be found in  Fortin et al. (1997), Savard and Adjovi (1998), 

Devarajan et al. (1999), Agénor et al. (2003) and Stifel and Thorbecke (2003), among others.  
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Figure 3: Dual labour market in Uganda 

 

Figure 3 provides a graphic representation of the labour market (similar to the model presented 

in Thomas and Vallée (1996)). On the left hand side we have the non-wage sectors and on the 

right hand side, the formal wage sector. The total labour available in the economy is measured 

by the distance On-Ow. Moving from On to Ow we have the supply of labour on the non-wage 

sectors (LSn) and from point Ow towards On we have the labour supply on the wage sec tors 

market (LSw). On the left hand side we have the aggregate labour demand of the non-wage 

sector depicted by (LDn) and on the right hand side, the aggregate labour demand in the wage 

sector (LDw). The exogenous formal wage is wx, and we represent the equilibrium wage on the 

formal market if the nominal wage was not fixed as we. In otherwords, the wage sector can 

potentially absorb more workers if it reduced its wage rate below wx. Employment in the formal 

sector is measured by the distance Ow - e. When wx > we we have rationing on this market. 

The workers rationed out are not forced into unemployment as they can decide to supply their 

labour on the informal sector market if their reservation wage is inferior to the nominal informal 

wage. The rationed unemployed are measured by the distance e – d and the waiting 

unemployment, by the distance b – d. The non-wage sector in this case employs the difference 

b-On.  
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4. Data and Information Sources 

The data required for this exercise is derived from various sources. The key data source is the 

Social Accounting Matrix which summarizes the entire interrelationships between various 

agents (households, firms, government and rest of the world) in the economy. The most recent 

SAM available was dated 2009/10. As part of this report, this exercise updates the existing SAM 

to 2011/12 with the most recent macroeconomic data for the real, fiscal and balance of 

payments sectors.  

The second data source is the most recent household survey to capture labour income, labour 

use by activities/sectors, household income and household consumption. The current 

aggregation of labour in the SAM is by skill categories (unskilled, semiskilled and skilled). The 

disaggregation by skill types, usually understood as level of education, responds to the huge 

amount of literature on skill-specific wage disparities and their possible reasons. However, other 

aggregations of interest are for example labour by occupation categories. This is of interest 

where for instance switching from one occupation to another may be more difficult than 

switching from low-skilled to high-skilled tasks within the same occupation.  

 

5. Description of the Methodology 

5.1 MAMS Model and Social Accounting Matrix 

The analysis is based on the MAMS (Maquette for MDG – Millennium Development Goal – 

Simulations) which is a dynamic-recursive computable general equilibrium (CGE) model.3 The 

model can also be linked to a micro-simulation module which is used to generate poverty 

estimates under the various scenarios. The MAMS model is integrated also with an additional 

MDG module which links all the MDG indicators to its determinants. The MDGs that MAMS 

focus on include MDG1, MDG2, MDG4, MDG5 and MDG 7a and 7b. For MAMS to adequately 

address all these MDGs, it provides a rich framework differentiating between government 

activities and private sectors activities in education and health.  

To appropriately capture the impact of labour market policies on the economy, the SAM is 

disaggregated and modified to address the questions at hand. The current disaggregation within 

the MAMS framework has three categories of labour. The first category is type of labour with 

                                                 
3
 MAMS has been applied to more than 35 developing countries, primarily in the context of work 

undertaken to assess the resource requirements for countries to meet their MDGs.  
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education of less than secondary level. The second category falls within the type of labour who 

completed secondary education. The third category covers the labour category with completed 

tertiary education. Table 2 shows the various accounts in the SAM on which the disaggregation 

of the model is based.  

Table 2: Social Accounting Matrix 

 

Also of interest will be the sources of the various sectors that will generate the jobs to address 

the unemployment problem. The SAM consists of various sectors which are disaggregated into 

16 activities. The first three activities are agriculture, industry, transport and services. All the 

other activities in the SAM are all MDG related. For instance, education is classified according 

the education cycles of primary, secondary and tertiary. Given the important role played by the 

private sector in the provision of education, the sector is further disaggregated into government 

and non-government for all the education cycles. For the health sector, we shall disaggregate 

health into two categories based on what is provided by the government or the private sector. 

The private sector plays a significant role in the provision of health care especially primary 

health care. Other public sectors considered in the SAM are water and sanitation, roads and 

agriculture infrastructure provided by the government.  

The importance of this disaggregation is to analyze the link between social service provision 

and employment outcomes. In particular, the provision of free primary education accompanied 

by universal secondary education has resulted into a significant number of semi-skilled labour 

Activities/Commodities Factors of Production Investment Accounts

Agriculture Labor - less than secondary education private investments

Industry Labor - completed secondary education Government investment in primary education

Transport Labor completed tertiary education Government investment in secondary education

Private services Private capital Government investment in tertiary education

Primary education nongovernment Capital for primary education Government investment in health 

Secondary education nongovernment Capital for secondary education Government investment in water and sanitation

Tertiary education nongovernment Capital for tertiary education Government investment in agriculture

Health - non-government Capital for Health Government investment in roads

Primary education government Capital for water and sanitation Government other government

Secondary education government Capital for agriculture 

Tertiary education government Capital for roads Other Accounts

Health - government Capital for other government interest payments on domestic debt

Water and Sanitation Land interest payments on foreign debt

Agriculture-government

Roads Institutions Tax Accounts

Other government Households Direct taxes

Government Indirect taxes

Rest of the World Import taxes
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which cannot be absorbed in the various sectors. The MAMS model is used to link education 

policies, skills achievement and employment outcomes.  

The modified SAM was built in several steps. The initial task in building a SAM involved 

compiling data from various sources into the SAM framework. This information was drawn from 

national accounts, household surveys, foreign trade statistics, government budgets, balance of 

payments, and various other publications. The sources of this data include the most recent 

national accounts and the household surveys 2009/10. This information often uses (i) different 

disaggregation of sectors, production factors, and socio-economic household groups, (ii) 

different years and/or base-year prices, and (iii) different data collection and compilation 

techniques. For the case of this task, the major emphasis is to further disaggregate the types of 

labour in the existing SAM using the available data sources.  

5.2 Productions and commodities 

For all activities, producers maximize profits given their technology and the prices of inputs and 

output. The production technology is a two-step nested structure. At the bottom level, primary 

inputs are combined to produce value-added using a CES (constant elasticity of substitution) 

function. At the top level, aggregated value added is then combined with intermediate input 

within a fixed coefficient (Leontief) function to give the output. The profit maximization gives the 

demand for intermediate goods, labour and capital demand. The detailed disaggregation of 

production activities captures the changing structure of growth due to the crisis.  

The allocation of domestic output between exports and domestic sales is determined using the 

assumption that domestic producers maximize profits subject to imperfect transformability 

between these two alternatives. The production possibility frontier of the economy is defined by 

a constant elasticity of transformation (CET) function between domestic supply and export. 

On the demand side, a composite commodity is made up of domestic demand and final imports 

and it is consumed by households, enterprises, and government. The Armington assumption is 

used here to distinguish between domestically produced goods and imports. For each good, the 

model assumes imperfect substitutability (CES function) between imports and the 

corresponding composite domestic goods. The parameter for CET and CES elasticity used to 

calibrate the functions used in the CGE model are exogenously determined.  
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5.3 Institutions 

There are three institutions in the model: households, enterprises and government. Households 

receive their income from primary factor payments. For this assignment, it is assumed that 

households will be receiving income from various types of labour in addition to other factors of 

production like capital and land. They also receive transfers from government and the rest of the 

world. Households pay income taxes and these are proportional to their incomes. Savings and 

total consumption are assumed to be a fixed proportion of household‘s disposable income 

(income after income taxes). Consumption demand is determined by a Linear Expenditure 

System (LES) function. Firms receive their income from remuneration of capital; transfers from 

government and the rest of the world; and net capital transfers from households. Firms pay 

corporate tax to government and these are proportional to their incomes. 

Government revenue is composed of direct taxes collected from households and firms, indirect 

taxes on domestic activities, domestic value added tax, tariff revenue on imports, factor income 

to the government, and transfers from the rest of the world. The government also saves and 

consumes. 

5.4 MDG and Employment Module 

The MAMS model is well suited for the analysis of the MDGs and employment. The key MDGs 

considered in this case include reduction of poverty, primary education attainment, reduction of 

infant and maternal mortality and increased access to water and sanitation. This module is 

critical for this study given the link between employment outcomes and investment in the 

various stages of education by the government.  

5.5 Macro closure 

Equilibrium in a CGE model is captured by a set of macro closures in a model. Aside from the 

supply-demand balances in product and factor markets, three macroeconomic balances are 

specified in the model: (i) fiscal balance, (ii) the external trade balance, and (iii) savings-

investment balance. For fiscal balance, government savings is assumed to adjust to equate the 

different between government revenue and spending. For external balance, foreign savings are 

fixed with exchange rate adjustment to clear foreign exchange markets. For savings-investment 

balance, the model assumes that savings are investment driven and adjust through flexible 

saving rate for firms. 
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5.6 Recursive dynamics 

To appropriately capture the dynamic aspects of aid on the economy, this model is extended by 

building some recursive dynamics by adopting the methodology used in previous studies on 

Botswana and South Africa (Lofgren 2005, Thurlow 2007). The dynamics is captured by 

assuming that investments in the current period are used to build on the new capital stock for 

the next period. The new capital is allocated across sectors according to the profitability of the 

various sectors. The labour supply path for the various labour categories will depend on the 

policy interventions to address the unemployment problems.  
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6.  Simulations and Results 

6.1 Baseline Scenario 

In this scenario it is assumed that there are no specific additional policy interventions made to 

improve employment outcomes. In essence the business as usual scenario results into 

employment outcomes that are below targeted levels by policy makers. The total factor 

productivity for agriculture varies from 0.1-0.3 percent over the projection period. Other sectors 

total factor productivity is between 0.5 and 1 percent. In line with the average growth rate 

projected in the NDP and the vision 2040, the average growth rate under this scenario is 7 

percent during the period 2013-25. This is in line with the average growth rate expected under 

the vision 2040.   

The baseline is also generated under various closure rules. The first closure rule is the 

government fiscal balance which we assume that is flexible. Under this scenario, it is assumed 

that government spending on education, health and water and sanitation will be increasing by 4-

5 percent annually. Spending on other government activities like roads and agriculture will also 

be increasing by 5 percent. The baseline builds in the accelerated spending on infrastructure as 

highlighted in the NDP. Given the challenges of increasing domestic revenues in the past which 

have stagnated between 12-13 percent of GDP, the baseline assumes that efforts to increase 

domestic revenues will remain stagnant. This is close to what is assumed in the National 

Development Plan where revenues will only increase by 0.3 percent of GDP annually. For the 

baseline we do not assume any changes in tax rates. The deficit derived under the baseline is 

financed by foreign borrowing.  

The second closure rule is on the savings and investment balance. In this case household 

savings adjust endogenously to investments which are set exogenously to maintain the balance 

between total savings and total investments. Uganda uses a flexible exchange rate and 

therefore in this case the real exchange rate is flexible to adjust for the inflow and outflow of 

foreign exchange. For the factor markets, the rents accruing to the various factors clear the 

markets. For the case of the labour market, the model is calibrated so that it can be able to 

replicate the current unemployment/underemployment rate in the BASE period. The minimum 

unemployment rate is set at 5 percent. Above the unemployment rate of 5 percent, this implies 

that wage changes would generate both labour demand and supply responses. Unemployment 

in Uganda is more prevalent among the unskilled who are also the majority. 
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Table 3: Baseline Macroeconomic Indicators  

 

The results of the BASE are provided in Table 3. The average GDP growth under the baseline 

for the entire period 2013-25 is projected at 7 percent at factor cost.  For all the other GDP 

components, the annual growth rate is expected to be in the range of 6-9 percent. This growth 

would particularly be high for exports and public consumption at about 9 percent. Public 

consumption within the NDP and vision 2040 is envisaged to growth with an emphasis on 

developing infrastructure, especially roads and energy. The real exchange rate depreciates by 

0.8 percent annually and therefore not hurting the export competitiveness. At a sector level, 

growth will be largely driven by the services sector at a rate of 8.5 percent on average annually 

(Figure 4). On the other hand the agriculture sector under the BASE is assumed to grow on 

average by 5.3 percent and industry by 7.6 percent. This to an extent would replicate the 

Indicator 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022 2023 2024 2025
Real Sector
Absorption 6.60 6.65 6.75 6.81 6.90 6.98 7.12 7.26 7.30 7.35 7.43 7.52 7.66
Consumption - private 6.69 6.36 6.46 6.58 6.70 6.83 6.91 7.01 7.13 7.26 7.38 7.45 7.53
Consumption - government 7.05 7.12 7.27 7.23 7.34 7.27 7.64 7.96 7.89 7.69 7.51 7.47 7.61
Fixed investment - private 6.84 7.05 7.08 7.16 7.19 7.28 7.24 7.25 7.40 7.61 7.86 8.02 8.21
Fixed investment - government 9.01 8.79 8.76 8.02 7.97 7.56 8.58 9.42 8.31 7.13 6.69 7.01 7.81
Exports 8.64 8.49 8.01 7.70 7.28 6.96 6.40 5.85 5.70 5.62 5.44 5.27 4.86
Imports 6.75 6.83 6.86 6.86 6.90 6.95 7.04 7.15 7.21 7.30 7.46 7.65 7.88
GDP at factor cost 7.00 7.00 7.00 7.00 7.00 7.00 7.00 7.00 7.00 7.00 7.00 7.00 7.00
Total factor employment (index) 4.91 5.02 5.16 5.25 5.34 5.38 5.46 5.58 5.64 5.66 5.66 5.67 5.73
Total factor productivity (index) 2.09 1.98 1.84 1.75 1.66 1.62 1.54 1.42 1.36 1.34 1.34 1.33 1.27
Real exchange rate (index) 0.46 0.25 0.24 0.22 0.19 0.12 0.07 -0.05 -0.21 -0.43 -0.72 -0.99 -1.33

Fiscal Sector
Revenue, grants  and borrowing
Direct taxes 4.00 3.98 3.97 3.96 3.96 3.95 3.96 3.96 3.98 3.99 4.01 4.03 4.05
Import tariffs 5.86 5.86 5.86 5.86 5.87 5.87 5.88 5.89 5.90 5.90 5.90 5.89 5.89
Other indirect taxes 2.23 2.22 2.22 2.22 2.22 2.22 2.22 2.23 2.23 2.23 2.24 2.25 2.25
Private transfers 0.32 0.32 0.32 0.32 0.32 0.32 0.32 0.32 0.32 0.32 0.32 0.32 0.32
Foreign transfers 2.63 2.63 2.63 2.63 2.63 2.63 2.63 2.63 2.63 2.63 2.63 2.63 2.63
Factor incomes 0.04 0.03 0.03 0.03 0.02 0.02 0.02 0.02 0.02 0.01 0.01 0.01 0.01
Domestic borrowing 2.29 2.29 2.29 2.29 2.29 2.29 2.29 2.29 2.29 2.29 2.29 2.29 2.29
Foreign borrowing 2.63 2.76 2.89 2.96 3.03 3.06 3.14 3.26 3.31 3.28 3.21 3.15 3.11
Total 19.99 20.10 20.21 20.27 20.34 20.37 20.46 20.60 20.67 20.66 20.61 20.57 20.56
Expenditures
Consumption 9.67 9.67 9.67 9.67 9.67 9.67 9.67 9.67 9.67 9.67 9.67 9.67 9.67
Fixed investment 5.59 5.68 5.77 5.82 5.86 5.88 5.95 6.07 6.12 6.10 6.03 5.98 5.96
Private transfers 3.58 3.58 3.58 3.58 3.58 3.58 3.58 3.58 3.58 3.58 3.58 3.58 3.58
Foreign transfers 0.01 0.01 0.01 0.01 0.01 0.01 0.01 0.01 0.01 0.01 0.01 0.01 0.01
Domestic interest payments 0.94 0.95 0.95 0.95 0.95 0.95 0.95 0.95 0.96 0.96 0.96 0.96 0.97
Foreign interest payments 0.19 0.21 0.23 0.25 0.26 0.28 0.30 0.31 0.33 0.34 0.35 0.36 0.37
Total 19.99 20.10 20.21 20.27 20.34 20.37 20.46 20.60 20.67 20.66 20.61 20.57 20.56

External Sector
Outflows
Imports 33.53 33.55 33.58 33.60 33.63 33.65 33.70 33.76 33.80 33.80 33.76 33.70 33.62
Private transfers to RoW 2.96 2.94 2.93 2.92 2.92 2.92 2.92 2.93 2.94 2.95 2.97 2.98 3.00
Official transfers to RoW 0.01 0.01 0.01 0.01 0.01 0.01 0.01 0.01 0.01 0.01 0.01 0.01 0.01
Factor income to RoW 2.57 3.50 4.37 5.18 5.92 6.60 7.23 7.80 8.32 8.77 9.16 9.49 9.77
Net interest income of RoW 0.24 0.30 0.36 0.41 0.47 0.52 0.56 0.61 0.65 0.69 0.72 0.75 0.77
Total 39.29 40.30 41.24 42.12 42.94 43.69 44.42 45.11 45.71 46.21 46.61 46.93 47.18

Inflows
Exports 20.99 21.33 21.58 21.76 21.86 21.88 21.78 21.55 21.28 20.94 20.52 20.04 19.43
Private transfers from RoW 7.05 7.58 8.15 8.77 9.42 10.12 10.87 11.66 12.49 13.36 14.25 15.12 16.01
Official transfers from RoW 2.63 2.63 2.63 2.63 2.63 2.63 2.63 2.63 2.63 2.63 2.63 2.63 2.63
Government borrowing 2.63 2.76 2.89 2.96 3.03 3.06 3.14 3.26 3.31 3.28 3.21 3.15 3.11
Private borrowing 1.29 1.29 1.29 1.29 1.29 1.29 1.29 1.29 1.29 1.29 1.29 1.29 1.29
FDI 4.70 4.70 4.70 4.70 4.70 4.70 4.70 4.70 4.70 4.70 4.70 4.70 4.70
Total 39.29 40.30 41.24 42.12 42.94 43.69 44.42 45.11 45.71 46.21 46.61 46.93 47.18

Percentage Change

Percent of GDP

Percent of GDP
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existing employment growth phenomenon where agriculture is growing at a lower rate 

compared to services and industry. This pattern which has resulted into increased composition 

of services in total GDP may not necessarily be the ideal growth path to address the 

unemployment and underemployment problems in Uganda given that the majority of the labour 

force are still in the agriculture sector. 

Figure 4: Baseline Sector Growth Rates 

 

 

For the government receipts under the baseline, it is envisaged that total revenues will remain 

stagnant at 12.2 percent of GDP. This is in line with the general belief that already significant tax 

reforms have been undertaken both on the administrative and tax policy front. Therefore, 

although the tax revenues to GDP collected is considered to be low, even compared to other 

countries in the region, significant revenue collections (excluding the expected oil revenues) are 

not expected. This is consistent with what has been realized in the past decade. The key 

question is how to finance employment generating activities without compromising the 

macroeconomic environment by resorting to for example excessive borrowing (foreign or 

domestic) or introducing new taxes which could in turn affect employment creation especially by 

the private sector. Domestic borrowing under the baseline is maintained at an average of 2 

percent of GDP while foreign borrowing is estimated at 3 percent during the period 2010-15. 

This implies maintaining a fiscal deficit of 5 percent on average which is in line with the 

anticipated convergence criterion requirement of the East African Community Monetary Union 
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expected to be ratified. The debt to GDP ratio grows from 37 to 42.5 percent largely as a result 

of foreign borrowing to clear the deficit. 

Under the above macroeconomic developments, given the anticipated growth of 7 percent on 

average, this would result into overall decline in unemployment/underemployment over the 

period 2013-25 (Figure 5). This decline is largely driven by the significant decrease in 

unemployment level of the unskilled workers. On the other hand, unemployment among the 

semi-skilled would remain largely unchanged ranging between 9 and 12 percent. 

Unemployment among the skilled category would continue to increase as the economy would 

not be producing enough jobs to absorb the new entrants in the job market. There would also be 

high growth in wages for the unskilled (albeit growing from a low base). On the other hand given 

that the highly skilled cannot be fully absorbed by the labour market their real wages would also 

decline as shown in Figure 6. 

 

Figure 5: Baseline Unemployment and Underemployment 
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Figure 6: Baseline Real Wages Growth 

 

 

At a sector level, the bulk of the jobs would be created by the services sector in line with the 

sector growth rates discussed above (Figure 7). The employment growth rate for services would 

range between 4.39 and 6.32 percent on annual basis. Agriculture on the other hand would 

average between 3.58 and 4.89 percent in this baseline scenario. While the growth in 

agriculture is much lower than the services sector, the number of jobs created in agriculture 

would still be far higher than in all the other sectors largely because of the high starting base of 

the number of people engaged in the sector. As expected, the semiskilled and skilled 

employment growth would be highest under the industry and services sectors. 
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Figure 7: Baseline Employment Growth Rates  

Overall Employment Growth by Sectors Baseline Unskilled Employment Growth by 

Sectors 

  

Baseline Semiskilled Employment Growth by 

Sectors 

Baseline Skilled Employment Growth by 

Sectors 
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As shown in Figure 8, the stock of the highest number of jobs will remain in the agriculture sector 

despite the slow growth rate. However, on the other hand given the higher growth of the 

services sector, the number of new jobs created within services would with time overtake jobs 

created in the agriculture sector. To an extent this would support the notion that it is possible to 

create opportunities within the services sector to absorb the excess labour in the agriculture 

sector. 

Figure 8: Baseline Stock and Increment of Jobs by Sectors  

Stock of Jobs Increment of Jobs  

  

 

6.2 Simulation 1: Potential for Employment Growth through Productivity 

Growth 

The objective of this study is to assess the future prospects in terms of number of new jobs and 

labour earnings by sectors. To address this objective we run a simulation where we assume that 

the productivity of the agriculture, industry and services sectors all increase by a 2 percent on 

annual basis and thereby derive the number of jobs created in each sector. The key question to 

ask is how Uganda can go through a structural transformation which would be characterized by 

employment creation and increase in income levels. While Uganda has undergone some 

structural shifts in terms of its composition to GDP, Uganda‘s structural changes have also been 

associated with significant unemployment rates especially amongst the youth population. This is 
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partly because the structural transformation taking place in Uganda is through the expansion of 

the non-tradable sectors especially services while the agriculture sector where the majority of 

the population are employed continues to shrink. Transformation with limited job creation is not 

desirable from a policy perspective4. Countries have used various strategies in their quest to 

create jobs while balancing their structural transformation process depending on their natural 

endowments and geographical location. Brazil, Thailand, Malaysia and India structural 

transformation took place by at least two sectors moving in tandem. For the case of Brazil which 

used to be agriculture based country, despite the expansion of the manufacturing and services 

sector, agriculture was transformed into a more sophisticated sector characterized by large 

scale farming and value addition. 

The first simulation increases productivity for all food crops and exportable crops. In addition to 

increased productivity which would result into increased yields, we also assume that there 

would be higher use of factors of production especially land and capital in this case. The basis 

for increasing land usage is consistent with the notion that agriculture should be commercialized 

where farmers interested in agriculture engage at a larger scale and form large enterprises 

which can potentially employ many people. Resorting to commercial farming of agriculture 

would also require intensive use of capital in form of machinery. The increase in land 

productivity is equivalent to 1 percent additional annual growth, while the additional land 

expansion is equivalent to 0.5 percent additional annual growth (compared with the base-run 

scenario). The objective of this simulation is to ascertain whether Uganda can be able to 

address its unemployment problem by largely focusing on agriculture. 

 

As shown in Table 4, despite the significant increase in use of factors of production and 

productivity targeted to the agriculture sector, the additional growth that is generated is 9 

percent on average during the period 2013-25 compared to the baseline where the sector grows 

by an average of 5 percent. This is as a result of the significant growth for both food crop 

production and exportable crops. However, the overall growth rate generated under this 

scenario is not very different from the baseline where on average growth would be about 8 

percent. The overall additional growth is estimated at 1.2 percent. This is due to the fact that 

there would be a reallocation of factors of production from other sectors including industry and 

                                                 
4
 Economic transformation has been defined as a combination of accelerated growth, rapid growth of 

exports, economic diversification, and structural change. It also involves the evolution of labour 
productivity (Pieper 2003). It‘s synonymous with transformation from a traditional to a modern one 
through high capital accumulation, technological change and productivity growth. Non-agriculture sectors 

also grow very fast in this process (Chenery 1980; Kuznets 1971; Syrquin 1988).  
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services to the agriculture sector leading to the services limited expansion. Apart from the 

growth prospects, this rest of the macroeconomic indicators under this scenario are not very 

different from the baseline simulation.  

 

Table 4: Effects of Increased Productivity of Sectors: Selected Macroeconomic Indicators 
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A similar increase in productivity is also implemented for industry and services to assess the 

potential employment growth by sectors. The motivation to promote productivity of the services 

sector and targeting it as a source of employment is that there is one common pattern that 

cannot be overlooked by any country in the quest to create employment. Countries that have 

had some form of transformation have had significant contributions from the services sector and 

this was mirrored by a decline in the contribution of agriculture. In addition, growth of the 

industry was moving in tandem with services during the transformation period. The key 

fundamentals for transformation identified include a well trained human resource, improved 

transport infrastructure, higher energy generation, improved ICT infrastructure and promoting 

science and technology. Indeed a country like India has managed to achieve considerable 

growth and created employment led by the services sector. Given this background, we increase 

the services sector productivity by 2 percent on annual basis. This simulation focused on 

increasing the productivity of private sector services especially the ones that are export and 

domestic oriented which are being targeted under the NDP and Vision 2040. We exclude public 

services in this simulation since this has been done exhaustively in a paper by Matovu et. al. 

(2011) and is partly addressed in another simulation of Active Labour Market Policies. Like in 

the previous scenarios we assume that there is capital accumulation within the sectors being 

targeted which is financed by foreign inflows. Under these assumptions, we find that overall 

growth under this scenario would be 11 percent compared to 7 percent under the baseline. This 

growth would come at significant cost, where agriculture would grow at 5 percent like under the 

baseline. This partly reflects what has been happening in Uganda where significant labour has 

migrated away from rural areas to provide services in urban areas. Lastly we also increase 

productivity in the industrial sector to assess the employment potential of industrialization.  

 

The implications of productivity improvement in all sectors on unemployment can be broadly 

summarized in Figure 9. It is shown that at an aggregate level, overall 

unemployment/underemployment would be reduced much faster if the country focuses on 

improving the productivity of the agriculture sector. Both unemployment/underemployment 

would be reduced from 24 percent in 2013 to about 2 percent by 2025. The key difference 

between agriculture and services productivity growth is the speed of reduction of 

unemployment/underemployment. By 2015, underemployment/unemployment would have 

reduced to 15 percent for the case of improved agriculture productivity compared to 17 percent 

when the country pursues increasing productivity in services. On the contrary, there is very 

limited unemployment reduction through industrial productivity at a national level. The bulk of 
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the reduction in unemployment/underemployment is driven by the unskilled workers. For the 

skilled population in the long-run their unemployment level starts rising in all the simulations of 

increased productivity. The key conclusion from this simulation is that maintaining a high growth 

rate of producing graduates at a tertiary level, even with high productivity in all the sectors they 

would not be absorbed and unemployment in that labour category will always be high. This 

suggests that as the government focuses on increasing productivity in the sectors, it should 

target providing skills at a secondary level in the form of vocational training. This type of labour 

will be easily absorbed in the economy.  

 

Figure 9: Sector Productivity Improvement and Unemployment Level 

Overall Employment and Unemployment Unskilled Employment-Underemployment 
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Productivity growth in all sectors would also have varying effects on the growth of wages. As 

shown in Figure 10, it is revealed increasing productivity of the services sector would have a 

larger impact on increasing real sector wages especially for the unskilled. The growth rate of 

real wages would rise from 1 percent in 2012 to about 10 percent in 2025. Given that the 

unskilled largely comprise individuals in low income groups, this would partly address poverty 

levels in this work group. Similar to the aggregate level, we observe a decline in real wages for 

the skilled workers and all these productivity simulations. 
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Figure 10: Real Wages Growth under Productivity Growth 
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Of particular interest in this study is to assess the number of jobs that would be created in all 

sectors to address the number of job entrants. The total labour force is currently estimated at 

11.5 millions. Recent estimate show that the labour force is growing at a rate of 4 percent. At 

this growth rate, the new job entrants estimated to join the labour force would range from 

343,000 to 530,000 during the period 2013 to 2025. For a policy maker, the priority would be to 

ensure that the interventions at least create jobs much higher than the new job entrants. With 

increased productivity in agriculture, this would result into creating an additional 787,000 jobs 

and this peaks in 2019 when the additional jobs created in the sector would be about 900,000 

jobs (Figure 11). However, agriculture alone without the contribution of other sectors cannot 

sustain the job creation process. First, with increased job creation in the agriculture sector and 

limited land size this would result into reduction in labour productivity. Second, as real wages 

grow within the agriculture sector, the farmers would then switch to more mechanization and 

this would limit further growth of jobs in the sector.  As it should be noted below, improved 

industrial productivity would have a much more sustainable potential to create jobs as 

opportunities in the agriculture sector diminish. This is partly due to the fact that the industrial 

sector is growing from a very low base. Improved productivity in the sector can consistently 

increase jobs in the range of 600,000 to 700,000 during the period 2013-25. This is lower than 

the peak for both agriculture and services improved productivity but more sustainable to 

address the needs of the new job entrants. 
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Figure 11: Jobs Created under Sector Productivity Increases 

Baseline Improved Agriculture Productivity 

  

Improved Industrial Productivity Improved Services Productivity 
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6.3 Simulations 2: Government Policies to Address Unemployment 

Government has attempted various policies to address the unemployment problem. The 

recently adopted Employment Policy provides the various interventions government is 

implementing. Some of these policies are direct interventions aimed to influence the labour 

market from the demand side, while others affect labour market supply. Some of the 

interventions include (i) Use of active labour market policies, (ii) promotion of Business, 

Technical and Vocational Education and Training, (iii) use of tax incentives to attract foreign 

direct investments and create employment, (iv) promoting value addition, and (v) promotion of 

productivity in for example agriculture through the NAADS program. Other policies like providing 

free universal primary and secondary education have had direct impact on labour supply 

market.   

Description of Policies and Simulations 

(I) Active Labour Market Policies (ALMP) 

The government has embarked on the use of Active labour market programs (ALMPs) as a way 

to reduce the unemployment problem and to increase the earnings capacity of workers. This 

has largely been implemented through public works especially in road construction. More 

recently, districts have embarked on the use of road gangs to rehabilitate community roads. 

However, the question is to what extent government should rely on use of ALMPs. Proponents 

argue that they are the most direct instrument for dealing with unemployment and poverty 

among workers. Opponents counter that ALMPs are largely a waste of public funds and that any 

observed benefits for participants are usually at the expense of other workers. In this report we 

attempt to assess the impact of ALMPs on employment creation in the short and long run. 

Earlier empirical work by for example  (Betcherman et.al., 2004) suggest that these programs 

are not a panacea for unemployment but some types of interventions, properly designed, could 

be effective for some workers. To implement this simulation in a CGE framework could be a 

challenge given the underlying data in the SAM. Since the ALMP encourage use of labour 

intensive methods to public works, this would require adjusting the capital labour ratio within the 

existing SAM which a priori would be imposing a different data set. We therefore only assess 

the number of jobs that could be potentially created as a result of increased spending on 

infrastructure especially roads construction.   
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(II) Business, Technical and Vocational Education and Training (BTVET) 

In recognition of the skills mismatch between employers and job seekers, the government has 

recently embarked on the BTVET program. The key objective of this program is to create 

employable skills and competencies relevant in the labour market instead of educational 

certificates. It also embraces all Ugandans in need of skills, including but not limited to only 

primary and secondary school leavers. The strategic plan has five objectives to reach the sub-

sector‗s higher level objective: (i) Make BTVET relevant to productivity development and 

economic growth ;(ii). Increase the quality of skills provision; (iii) Increase equitable access to 

skills development; (iv) improve the effectiveness in BTVET management and organization, and 

(v) increase internal efficiency and resources available to BTVET.  

 

This simulation mainly focuses on the implications of increased productivity of the labour force 

and the resource requirements. Under the strategic plan for BTVET the required resources to 

fully implement this program over the nine fiscal years 2011/12 to 2019/20 are estimated at  

UGX 2001 billion. The recurrent cost is estimated at 55% while the development cost is 

estimated at 45%.  The projections under the strategic plan envisage a moderate increase in 

enrolment in formal BTVET from 42,000 to 103,000 in 2019/20 representing an annual 

enrolment growth rate of 10%, and a gradually increasing per capita funding to ensure that 

training is provided at good standards. The resource requirements on annual basis is UGX 200 

billion which is equivalent to about 2.5 percent of the current total budget. To fully implement 

this scenario, we increase the productivity of the labour force and simultaneously increase 

spending on education by 2.5 percent on annual basis, assuming that the additional spending 

would be designated to BTVET training. It is also assumed that the resulting financing gap is 

met by foreign borrowing. 

 

(III) TAX Incentives  

 

Government is providing a wide range of tax incentives to businesses with a primary objective of 

attracting foreign direct investment into the country. The other implicit reason for providing tax 

incentives is to create employment. Opponents of tax incentives as a way to attract FDI and 

creating employment argue that the basis for international investors to invest in Uganda is not 

entirely dependent on the tax regime. Indeed, neighbouring countries like Kenya and Tanzania 
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offer more generous tax incentives but attract less FDI than Uganda. It has also been estimated 

that the tax revenues foregone due to tax incentives is about 2 percent of GDP. Tax incentives 

usually come in the form of tax reductions or exemptions, tax holidays, accelerated 

depreciation, investment allowances. Tax incentives and exemptions are mainly provided for 

under the Investment Code, 1991, the Income Tax Act and the Value Added Tax Act. All 

investors with a licence from the Uganda Investment Authority are exempt from import duties 

and VAT on imports of any plant, machinery, equipment, vehicles or construction materials for 

an investment project.  

 

The proponents of tax incentives argue that this indeed attracts investments and can create 

employment opportunities. It can also be argued that if the investors are nor lured through these 

incentives, the taxable base of that particular investor would not exist anyway. Hence, even 

though there could be some lost revenues, this might be compensated by the incomes earned 

through job creation. The purpose of this simulation is therefore to assess the extent to which 

tax incentives can create jobs and their implications on the rest of the economy. 

 

(IV) Education Policies 

 

Education has for long been recognized as one of the most important pillars for the growth of 

any economy. It is argued that education can allow a country to access higher steady state 

growth path by accumulating human capital. Empirical cross country studies confirm that human 

capital measured in years of schooling has a positive influence on growth due to increased 

productivity of workers (see Barro 1999 and Barro et.al. 2003).5 Besides accumulation of 

human capital and acquisition of skills, education is also considered to have other spill over 

effects like lowering child mortality, lowering fertility rates (as girls delay to give birth) and 

improving overall health status. In recognition of the benefits of education, Uganda was one of 

the first countries in the Sub-Saharan Africa to adopt the Universal Primary Education (UPE) 

policy. The key objective of this policy was largely to increase the enrolment of students at 

primary level. Indeed, this objective was partly met as enrolment of students increased from 2.8 

million students in 1997 to 7.9 millions in 2011. The net enrolment rate has also increased 

significantly from 57 percent in 1997 to 94 percent in 2011. More recently in 2007, a new 

Universal Secondary Education policy was adopted largely to absorb the large number of 

                                                 
5
 Some authors like Schultz (1999) have challenged this result suggesting that its week. Nonetheless 

Pritchet (2001) and Topel (1997) both find that low education hinders economic development.  
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students who manage to complete the primary education level. The efforts of USE have helped 

to increase transition rates between primary and secondary school from 51 percent in 2006 to 

69 percent in 2007. 

Both programs UPE and USE have had implications on the level of unemployment. The 

increasing youth unemployment can partly be attributed to these programs where students who 

fail to complete primary or secondary education find it difficult to get absorbed in the labour 

market. The purpose of this simulation is mainly to assess the employment outcomes after 

increased provision of universal primary and secondary education. 

Macroeconomic Effects of Government Policies 

The overall macroeconomic implications of these policies are provided in Table 5. All the 

simulations except for universal education suggest that the employment interventions would 

have a positive impact on the economy. Promotion of ALMP through public works would have a 

small impact on overall GDP. However, it should be noted that this would result into higher fixed 

investments by the government compared to the baseline. Private investments in this scenario 

would also increase due to higher incomes and savings derived by households as a result of 

opportunities created through demand for labour in infrastructure activities. 

Reduction of the tax burden through provision of tax incentives is found to have a positive 

impact on both investments and growth. Private investments under this scenario grow by 7.16 

percent on average compared to 6.99 percent under the baseline. Overall growth rate under this 

scenario would also increase by 0.22 percent. Therefore from the growth perspective, it can be 

argued that tax incentives would not necessarily retard growth. Notwithstanding, the results also 

show that there would be some loss of revenues equivalent to 1.82 percent of GDP on annual 

basis compared to the baseline. While these foregone revenues would be critical to finance 

other government activities, it is important to note that tax incentives also create jobs which 

would never have existed without the investments.  

Promotion of BTVET would have the largest impact on the economy with 1.6 percent higher 

GDP growth. This is as a result of increased factor productivity index which is increased by 

more than 50 percent increasing from 2 in the baseline to 4 in the BTVET. Also note that the 

government consumption under the BTVET program would increase significantly compared to 

the baseline as the program would require an additional 2-3 percent of additional spending. This 

is also reflected in the increased foreign borrowing to finance the additional spending. Increased 
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productivity of labour directly affects output of firms and their profitability which in turn affects the 

returns on factors of production. 

Value addition through for example aggro-processing would increase growth by 0.3 percent 

relative to the baseline. To achieve this both government investments would have to increase 

compared to the baseline by putting an enabling environment for value addition activities to 

flourish. Government investments increase from 8.8 to 10.4 percent growth rate. This is followed 

by an increase in private investments growth from 7 percent in the baseline to 8.6 percent. This 

simulation has very marginal implications in raising more revenues revenue given that all agro-

processing activities are currently exempted from taxes. The tax revenues collected and the 

implied foreign borrowing to close the financing gap do not differ from the baseline. 

While education policies are not intended to directly generate employment, they have direct 

ramifications for the labour market on the supply side. Form a macroeconomic perspective, 

provision of universal primary and secondary education would negatively affect the economy. 

This is partly due to the fact that it would require substantive resources. The increase for both 

recurrent and development spending would have to grow at a higher level compared to the 

baseline and this would result into crowding out private investments which grows at a lower rate 

of 6.3 percent compared to 6.9 percent in the baseline. 

 

Table 5: Selected Indicators: Government Policies to Address Unemployment 
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Indicator base ALMP Tax BTVET Value Universal

Incentives Addition Education

Real Sector

Absorption 6.67 6.90 7.47 7.65 7.63 5.61

Consumption - private 6.50 5.17 7.61 6.61 7.25 4.86

Consumption - government 7.15 7.56 7.11 10.33 8.33 8.55

Fixed investment - private 6.99 13.38 7.16 7.72 8.64 6.32

Fixed investment - government 8.85 9.84 8.75 17.80 10.40 10.35

Exports 8.38 8.58 8.10 12.46 8.87 10.93

Imports 6.81 7.19 8.44 8.19 9.18 5.76

GDP at factor cost 7.00 7.17 7.19 8.57 7.31 6.80

Total factor employment (index) 5.03 5.09 5.21 4.61 5.47 4.92

Total factor productivity (index) 1.97 2.08 1.98 3.96 1.84 1.88

Real exchange rate (index) 0.32 0.52 0.04 0.62 -2.43 1.02

Fiscal Sector

Revenues, Grants and Borrowing

Direct taxes 4.05 4.74 4.13 4.74 4.01 4.74

Import tariffs 5.89 5.77 4.81 5.77 5.75 5.77

Export taxes Eps Eps Eps Eps Eps Eps

Other indirect taxes 2.25 6.27 1.43 6.27 2.23 6.27

Private transfers 0.32 0.32 0.32 0.32 0.32 0.32

Foreign transfers 2.63 2.26 2.63 1.63 2.63 2.77

Factor income 0.01 0.01 0.01 0.01 0.01 0.01

Domestic borrowing 2.29 -4.08 2.27 1.31 2.29 2.36

Foreign borrowing 3.11 2.67 5.20 3.29 3.23 -2.03

Total 20.56 17.95 20.79 23.33 20.46 20.20

Expenditures

Consumption 9.67 9.67 9.67 9.66 9.67 9.73

Fixed investment 5.96 5.91 6.01 9.30 5.87 5.90

Stock change Eps Eps Eps Eps Eps Eps

Private transfers 3.58 3.58 3.58 3.58 3.58 3.58

Foreign transfers 0.01 0.01 0.01 0.01 0.01 0.01

Domestic interest payments 0.97 -1.53 0.96 0.55 0.95 0.99

Foreign interest payments 0.37 0.32 0.56 0.22 0.38 -0.01

Domestic capital transfers Eps Eps Eps Eps Eps Eps

Total 20.56 17.95 20.79 23.33 20.46 20.20

External Sector

Outflows

Imports 33.62 33.29 35.30 34.99 32.89 33.16

Private transfers to RoW 3.00 2.77 3.06 2.63 2.97 2.89

Official transfers to RoW 0.01 0.01 0.01 0.01 0.01 0.01

Factor income to RoW 9.77 8.09 9.82 10.96 9.82 9.71

Net interest income of RoW 0.77 0.69 0.96 0.56 0.79 0.40

Total 47.18 44.85 49.15 49.15 46.47 46.17

Inflows

Exports 19.43 20.18 19.30 28.29 19.93 22.53

Private transfers from RoW 16.01 13.74 16.02 9.94 14.68 16.90

Official transfers from RoW 2.63 2.26 2.63 1.63 2.63 2.77

Factor income from RoW Eps Eps Eps Eps Eps Eps

Government borrowing 3.11 2.67 5.20 3.29 3.23 -2.03

Private borrowing 1.29 1.29 1.30 1.29 1.29 1.29

FDI 4.70 4.70 4.71 4.70 4.70 4.70

Total 47.18 44.85 49.15 49.15 46.47 46.17

Percent of GDP

% annual growth from first to final report year

Percent of GDP

Percent of GDP
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Employment Effects of Government Policies 

The implications of government employment policies on the level of 

unemployment/underemployment are summarized in the Figure 12. At the aggregate level, it is 

found that the government should put more emphasis on improving the productivity of labour as 

this would have the largest impact on reducing both unemployment and underemployment. Both 

unemployment/underemployment would be reduced from 24 percent in 2013 to about 1 percent 

by 2025. As labour productivity is improved, and more emphasis is put on matching relevant 

skills with prospective employers, this would rapidly reduce the number of job seekers at least 

by 2020. Other simulations also show that they would reduce unemployment/underemployment 

although with marginal decline compared to the baseline. For example, the case of value 

addition suggests that unemployment/underemployment could be reduced to 7.9 percent 

compared to 9 percent under the baseline. Provision of tax incentives to attract FDI and create 

jobs would also result into lower unemployment and underemployment outcomes. Universal 

provision of education puts pressure on the level of unemployment as shown in the figure 

below. This suggests that as government pursues UPE and USE which increases labour supply 

especially for the unskilled and semiskilled, there should be equivalent effort to implement 

policies that would stimulate demand for labour.   

 

Figure 12: Unemployment Outcomes Under Various Government Programs  

Overall Unemployment/Underemployment Unskilled Unemployment/Underemployment 
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Semi-skilled Unemployment/Underemployment Skilled Unemployment/Underemployment 

 
 

 

The level of unemployment under the BTVET program would be improved the most for the 

unskilled and semiskilled workers. As outlined in the strategic plan of BTVET, this program 

would be targeted to all skill categories. However, individuals who are unskilled or semiskilled 

are much easier to acquire new skills than those who have for example graduated with 

university degrees. As a result, it is found that the BTVET program would indeed have a 

marginal impact in reducing unemployment for the highly skilled. Likewise, expansive education 

programs if they are not combined with job creating policies they would mainly affect the highly 

educated whose unemployment/underemployment levels would increase from 7 percent in 2012 

to 23 percent in 2025. 

Government policies would have a positive impact on the growth of real wages. Of particular 

interest is the growth in real wages if productivity of labour is enhanced through the BTVET 

program. Wages would grow at an average of 6 to 8 percent between the period 2020 and 2025 

as shown in Figure 13. Note that the growth in real wages is gradual as firms readjust owing to 

higher returns due to more productive labour and eventually firms are faced with higher rate of 

return on labour. 
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Figure 13: Real Wages Growth Under Government Policy Scenarios 
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Lastly we assess the impact of these policies on the potential jobs that are created. It is 

apparent that increased productivity through the BTVET program during the initial years would 

lead to higher job growth far outpacing the labour entrants at least up to 2020 (Figure 14). 

However, after 2020 this trend is reversed partly because of the rise in real wages of the very 

productive labour force and in this case firms would readjust in their use of factors of production 

by for example using more capital intensive methods to produce. It should therefore be 

emphasized that BTVET alone might not be the panacea of addressing the unemployment 

problems. This would have to be complemented with other programs like provision of tax 

incentives, promoting ALMP and promoting value addition. For the case of expansion of 

universal education, employment would be created through the public sector in the short-term 

(for teachers and support staff).  

Figure 14: Jobs Created and New Job Entrants Under Various Government 

Programs 
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7. Conclusion and Policy Implications 

Uganda faced a formidable task to address its unemployment/underemployment challenges. 

The current labour force which is estimated at 11.5 million is growing at a rate of 4.2 percent 

with an additional annual number of jobs required estimated at 392,000 jobs far higher than the 

current job creation effort. Agriculture which has always been a cushion to absorb the excess 

labour especially in rural areas has recently been shrinking and characterized with declining 

productivity. Also an emerging challenge is the increasing youth unemployment level which is 

now estimated at 32 percent. This is also exacerbated by the mismatch in skills relative to what 

is required by the job market and declining level of labour productivity. 

The results in this paper point to the following conclusions. First, agriculture remains the key 

sector to reduce employment for the short run. In the long run, there will be real wage increases 

in the sector and its potential to create further jobs will be more constrained as the sector 

becomes more commercialized and capital intensive. Second, being that industry is growing 

from a very low base, this sector would partly address Uganda‘s employment problems both in 

the short and long run. Third, it‘s critical that Uganda addresses its low productivity of its labour 

through its strategic plan of skilling Uganda. Increased productivity of labour indirectly affects 

the profitability of firms and their ability to hire more labour. Fourth, tax incentives can potentially 

attract investments and create jobs. Lastly, universal education programs put considerable 

pressure on the labour market especially when students do not acquire any particular skills 

useful for the job market. Based on these results, the following policies could be derived from 

this study. 

As pointed out in the Government Employment Policy, it is clear that the agriculture sector is still 

the largest employer with large potential to absorb labour in rural areas. The results suggest 

increased productivity through government programs should be enhanced to bridge the gap 

between the new labour entrants and jobs created. This should be done through the NAADS 

program by providing the necessary extension services to the sector. The potential for this 

sector to generate jobs is however limited for a particular period of time as wages will start 

increasing after 2020 with increased productivity. Therefore, this intervention will have to be 

complimented with increasing productivity in other sectors as well especially industry which is 

growing at a low base. The productivity of these two sectors would largely be addressed by 

focusing on the binding constraints to growth identified in the NDP 2010-15. 
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There is some potential to increase employment opportunities through the ALMP. Indeed 

government has already embarked on this program by employing road gangs to rehabilitate 

community roads. However, given that ALMP cannot permanently address the 

unemployment/underemployment problems, this should be used as a short-term measure 

complemented with other strategies that would create more rewarding and productive jobs.  

Providing tax incentives comes with some benefits and costs. There is no doubt that this policy 

stance comes at a cost of eroding the tax base. However, tax incentives if managed in a 

transparent way can create jobs that would not have existed without the investments. Therefore, 

government in this case should continue targeting tax incentives for projects that can potentially 

generate employment and limit the possibility of abusing these incentives by investors that do 

not qualify. The incentives could be based on the number of jobs expected to be created. There 

should also be frequent monitoring of jobs created by the investors benefitting from tax 

incentives. 

The government should put more effort in raising the productivity of workers in Uganda. 

Anecdotal evidence suggests that Ugandans are the least productive at their places of work in 

the East African region. The recent adoption of the strategic plan on skilling Uganda through the 

BTVET program is a step in the right direction. However, for this to materialize considerable 

resources would have to be devoted to BTVET estimated at about 3 percent of total spending. 

The resource needs are largely both recurrent and development expenditures to build on the 

few institutions currently existing. This program should also be complemented with raising the 

productivity of all sectors where workers can be absorbed. 

Value addition especially in the agro processing industry provides some opportunities to create 

new jobs given that this is still at its infancy stage. The government should enhance the 

promotion of value addition as already well stipulated in the Agriculture Investment Policy 

(2010). The key advantage with this policy is that it would have backward spill overs to the 

related sectors especially agriculture. 

Providing universal primary and secondary education are a noble cause to address the 

problems of illiteracy and also achieve other related MDGs. However, this policy also comes 

with some challenged of churning out workers that are largely unskilled and semiskilled at the 

primary and secondary level. The government should ensure that increased resources should 

be devoted to skilling primary and secondary graduates as this will considerably reduce the 
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pressure on the labour supply market where many individuals especially the youth do not 

possess any skill relevant to the labour market. 
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