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Introduction and Background
Uganda�s economy is characterised by a large

informal sector dominated by the agriculture,
forestry and fisheries. The agricultural sector
contributes approximately 21 percent to the
country�s gross domestic product (GDP), 48
percent to the country�s export earnings and
employs more than 73 percent of the population.
The country also has a growing and vibrant
services sector while the mining, quarrying and
construction sector contributes up to 27 percent to
the country�s GDP. Consequently, the country has
also been experiencing an economic growth rate
of about six percent per year. Despite this growth,
among the contemporary challenges facing the
economy at moment are rising fuel costs, greater
capital equipment needs and the rising trade
deficit.

Over the last 20 years, the Government of
Uganda has slowly but consistently reduced its
direct involvement in economic activities and has
created bigger space for the private sector to
operate. The policy direction is based on the neo-
classical economic thinking that for optimal
performance of an economy, the role of
government should be that of creating an
environment conducive for doing business, and
not to engage in business itself. Because markets
are seldom perfect and are sometimes vulnerable
to abuse by dominant players, governments have
realised the need to come up with relevant
regulatory framework and establish effective
market regulators to ensure that national

development imperatives and consumer welfare
are not compromised.

Along the same lines, the Government of
Uganda embraced a National Competition Policy
(NCP) in 2014 to ensure that a fair degree of
competition exists in the market. The country has
had a draft Competition Law since 2004; however
it had not been adopted into an Act of Parliament
due to the absence of a NCP. The adoption of the
NCP now is expected to pave the way for a
Competition Act in Uganda.

State of Play: Uganda�s Competition
Policy & Law

In 2004, a Draft Competition Bill for Uganda was
developed (Uganda�s Competition Bill 2004), as a
proposed framework for ensuring competition in
the local market. After spending three years in
reviewing the Bill, its enactment was stalled due
to the absence of a NCP. In 2009, a process
commenced to develop the Competition policy of
Uganda. The policy was adopted in 2014 by the
Cabinet of Uganda. The policy establishes a
competition unit in the Ministry of Trade, Industry
and Cooperatives and provides for the enactment
of the draft law which will establish the
Commission. The development and subsequently,
implementation of these legal frameworks will
complement efforts towards the implementation
of the EAC Competition Act 2006. The EAC Act aims
to create the sort of environment that protects
and promotes free and fair competition in the
member States.
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A research undertaken by SEATINI Uganda
under CUTS project �Accelerating the
Implementation of EAC Competition Policy and
Law� (EACOMP) revealed that although the Bill
has potential advantages in terms of economic
efficiency, there could be an implicit risk that
anticipated benefits may be skewed in favor of
big business, which might compromise consumer
interests and welfare, and disadvantage small
local businesses. The research, focussed on
anticompetitive practices and other concerns that
have resulted due to lack of a competition law in
Uganda or provisions in sectoral laws to curb such
practices.

A detailed assessment of the perception of
consumers on competition issues was undertaken
through field research, where interviews were
done with respondents from the government,
civil society and private sector. This also revealed
some challenges in undertaking and
implementing competition reforms.

Challenges and Issues in
Implementation

In the course of research, among all the most
pressing challenges that were identified was the
limited awareness and appreciation among
stakeholders, including the technocrats, of the
benefits of promoting competition for achieving
development. The absence of a competition
policy seems to have restricted the establishment
of the competent authority to regulate
competition in the market and curb
anticompetitive practices.

This has further been worsened by the
absence of related and supportive policies such as
consumer protection, which also awaits passage
by the Parliament. The absence of such
frameworks happens at a time when Ugandan
markets are replete with anticompetitive
practices. These include price-fixing, bid rigging
and market sharing cartels, price discrimination
and excessive pricing, which continue to
negatively affect consumers and producers in the
country. Moreover, the local firms are failing to
adequately compete with the foreign companies
and even to break into the sectors dominated by
the transnational corporations. The ensuing
discussion is an attempt to give details of these
cases.

Anticompetitive Tendencies in the
Ugandan Market

Anticompetitive practices include agreements
involving implicit or explicit arrangements
between firms competing in identical or similar
product categories in the same market. Such
arrangements are mostly between producers or
between wholesalers or between retailers
dealing in identical or similar kinds of products. In
this arrangement, the parties who enter into this
type of agreement will, for example, agree
amongst themselves to fix prices, reduce output
or allocate customers to particular suppliers in a
market. These arrangements are widely
condemned by most competition authorities, as
they serve no purpose other than to shift benefits
from consumers to producers, the upshot being
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organisational inefficiencies and the making of
excess profits.

Collective price fixing
Price fixing is the most obvious violation of

competition law to the extent that in all
jurisdictions that enforce competition law, it is per
se illegal. In Uganda, government has in theory
eliminated price controls in the domestic market
through the consistent pursuit of free-market
trade and economic policies. However, the
absence of an autonomous and competent
competition authority undermines adherence to
the quest for market-determined pricing
structures. The similarity in prices across many
sectors of the economy would have warranted
examination by the competition authority, if it
existed.

Market sharing, customer allocation and
allocation of territories

This occurs where two large companies
dominate a particular market. Recent
developments in the beverages sector, notably in
carbonated soft drinks (soda) and bottled water
sub-sectors, could be reflective of market sharing.
The two biggest soft drink producers (franchise
holders of Pepsi and Coca-Cola), recently bought
the leading water-bottling companies. Pepsi
bought NC Beverages, bottlers of Highland brand
mineral water while Rwenzori Beverages
Companies, manufacturers of the Rwenzori Brand,
went to Coca Cola. The development was seen as
a move towards stifling competition from the
water companies that analysts had noted was
reducing profitability of carbonated soft drinks.

Given this arrangement, companies can control
market shares of these bottled water companies
by controlling their production. Such acquisitions
of stakes in the bottled water companies by these
two beverage giants (as has also happened in
other countries) appear to indicate that the
market for soft drinks is affected by availability of
near substitutes (with significant demand
substitutability) like packed fruit juices and
mineral water.

Bid rigging
Bid rigging involves groups of firms conspiring

to raise prices or lower the quality of goods or
services offered in public tenders. This illegal
anticompetitive practice continues to cost the
Ugandan government and taxpayers billions of
dollars every year.

The advent of economic liberalisation resulted
in the introduction of competition in almost all
sectors of the economy. As a result, tendering and
bidding in government departments is now
competitive and more transparent. These
procedures are designed to provide competition
in areas where it might otherwise be absent. An
essential feature of the system is that prospective
suppliers prepare and submit tenders or bids
independently. However, reports of alleged bid
rigging have surfaced, particularly at local
government levels. Under the country�s
decentralisation arrangement provided for in the
Local Government Act, districts have a wide range
of powers including the awarding of tenders for
supply of goods and services.

Unfair trade practices
Liberalisation of the 1990s led to a competitive

market but little efforts were put in place to
simultaneously develop adequate �safety nets� for
consumers and the country as a whole. This has
prevailed in a number of sectors and has affected
consumers since they end up purchasing low
quality goods and services at high cost. Examples
include Chinese manufactured products in
electronics and textiles.

Vertical agreements
Vertical arrangements generally refer to

agreements between undertakings operating at
different stages in the same production and
marketing chain. These practices are most obvious
in the local trade environment. Arrangements of

A Controversial Divestiture Regime
The privatisation process has been bedeviled

by controversies related to the award of bids to
private business entities.

Some of the most prominent among the
divestiture projects that were hit by
controversies was the sale of controlling stake
in Uganda Commercial Bank Limited, Coffee
Marketing Board and Nyanza Textiles Limited.

The controversy over the sale of the bank
came in the wake of allegations that several
privatised state-owned enterprises were sold
through bid rigging. Consequently, the
privatisation exercise in the country has been
dogged by credibility questions with sections
of the country distrusting government�s ability
to divest state enterprises in a transparent and
legal manner.
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resale price maintenance are widely reported.
Resale price maintenance involves restriction
on the price to be charged by downstream
firms.

Some other facts on the ground
Entry barriers are evident within the utilities

industry mainly because the sector is still
dominated by monopolies. Until the late 1990s,
the power sector was in the hands of the
government. The sector is divided into
generation, distribution and transmission, with
the South Africa-based Eskom as the leading
player in the generation sub-sector. Power
transmission remains a preserve of the
government.

According to the Electricity Act, 1997 and
regulations, power transmission will remain a
function of the state. Although power
distribution was liberalised, the state-run
Uganda Electricity Distribution Company
(UEDCL) remains the monopoly in this sub-
sector. New entrants in the market are required
to invest in their own distribution
infrastructure and move out into rural areas.

The railways sector, which, with the
exception of goods freighting, has virtually
collapsed, also remains a monopoly. Years of
neglect and mismanagement by the
government led to the near-collapse of the
monopoly, Uganda Railways Corporation (URC).
In Uganda, water supply remains a
responsibility of the state through the National
Water and Sewerage Corporation (NWSC). The
water sub-sector is undergoing restructuring
with the aim of offering concessions to the
public to commercially supply water and
sewerage services at regional and district
levels.

Uganda thus presents a number of
illustrative examples of monopolies which
have either remained weak or are nearing
disintegration due to the continued
government involvement in these sectors. It is
necessary for the government (especially given
the current political will towards greater
private participation) to institutionalise a
transparent and effective process to facilitate
greater private participation in these key
sectors, whose potential has been stunted due
to the existence of monopolies. This would
also help the government save scarce
resources.

Cross-sectional Perception on
Competition Issues

Based on the field survey findings it
emerges that respondents expressed mixed
feelings about competition and the need for
Uganda to have a competition policy.

One view was that appropriate competition
law and policy are desirable and can be
valuable instruments to prevent and reduce
abuse of dominant position by monopolies.
However, it was also felt that such an approach
should not be anchored on free market
fundamentals, rather to ensure that the
country�s aspirations for social and economic
development can be met. Further, it should
also not dilute the ambition entrenched in the
country�s industrial development strategy for
augmenting domestic production and
achieving value-addition.

Another view was that competition drives
efficiency, innovation and productivity growth,
which are keys to competitiveness and
remunerative employment. Competition
policy is also associated with increased
investment and trade, and has a bearing on
national poverty alleviation effort. The policy
is thus seen an important tool in the
realisation of benefits of EAC integration. One
respondent also argued that competition
policy is associated with increased investment
and trade, and has a bearing on national
poverty alleviation effort. Thus, the
respondent felt that competition policy is also
an important tool in the realisation of benefits
of EAC integration.

A respondent from the Kampala City Traders
Association believes that trade openness, as
envisaged in Uganda, has not promoted
sustainable local production and
entrepreneurship, but has led to benefits
which are skewed in favor of foreign big
businesses. Consequently, a pro-competitive
environment has led to the creation of private
monopolies. Thus, there is an urgent need for
the state to come in and favourably protect the
domestic investments and traders in order to
promote structural transformation and attain
sustainable development.

This view was also echoed by a respondent
from Uganda Small Scale Industries
Association, who argues that big firms should
be controlled to concentrate on one section of
the value chain such as production, rather than
controlling the whole selling and retailing
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sections as well. This would allow small
retailers the opportunity to engage and benefit
by participating in such markets. In addition,
big firms should also be controlled to
concentrate on the production of specific
products rather than diversifying into other
markets to kill competition.

In conclusion, respondents showed that
because Uganda is a largely liberalised
economy, and because current markets have
not favored sustainable domestic production
and entrepreneurship because of being
outcompeted by powerful firms, it is important
for Uganda to have a competition policy to
protect both consumer welfare and domestic
production. However, it is also critical that an
effective competition enforcement agency is
established, especially to ensure that
dominant firms (public or private) don�t abuse
their market strength at the cost of small
businesses and consumers.

Recommendations
From the above analysis, the following

recommendations emerge for consideration by
relevant sections of the government:
� Legislations should be put in place to

protect consumers from exploitation in key
sectors

� Competition policy should also aim at
complimenting national policies in order to
achieve national development objectives

� The competition regime of Uganda should
be implemented to ensure that interests of

small and medium enterprises (SMEs) are
protected

� The competition policy and/or law of
Uganda should not affect the ability of
strategic growth-oriented sectors to thrive

� The competition law should be
implemented by an autonomous body with
powers and capacity to investigate
anticompetitive practices and behaviour
and impose penalties where applicable

� Uganda�s competition regime should lead to
the development of a level-playing field
that should allow easy entry and exit of
firms, so that the current situation where
most sectors are dominated by large
(foreign) companies can be rectified. This
should, however, be done through a fair and
transparent process

� Uganda ought to draw lessons from other
countries experiences of promoting
competition, especially its neighbours
Kenya and Tanzania, who have
implemented their competition regimes for
some time now

In order to actualise potential benefits of
having a competition policy and law, the
following are important:

Awareness raising: Stakeholder awareness on
the importance and relevancy of having a
competition policy and law that is linked to
Uganda�s level of development and supportive
of her industrial development is pertinent.
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Capacity building: Stakeholders should be
empowered and motivated through capacity
building/strengthening to understand the
importance of the competition laws for the
protection of consumers by regulating
anticompetitive practices and enforcing fair
business practices.

Information generation and dissemination:
Simplified information and advocacy materials
should be developed and disseminated to
enhance stakeholders� understanding of the
importance of competition policy in a country like
Uganda. Information materials should also
highlight some of the anticompetitive market
prices and other unfair business practices that
could undermine the country�s development.

Engage members of parliament to fast track the
passage of the Uganda Competition Bill into law:
The passage of the Competition Bill into a law
should be fast tracked to facilitate the
establishment of an autonomous body with the
power and capacity to investigate
anticompetitive practices and behavior and
impose penalties where applicable. There should
be a strong body to safeguard against state
capture in the implementation of the
competition policy.

Budget allocation: Adequate resources should be
devoted to disseminating competition related
information to market participants. Upon
establishment, resources should also be made
available by government to strengthen the
competition authority to monitor and action
anticompetitive behavior in the market.

Fast track the development and enactment of
related and supportive policies and laws: The
government should also finalise the enactment of
related and supportive legislations such as the
Anti-counterfeit Act, Consumer Protection policy,
etc.

In conclusion, the objective of a competition
policy and law is to regulate competition for the
benefit of consumers and business, which allows
for the easy entry of businesses into a market.
Competition in Uganda is becoming more critical
as players jostle to survive within the existing
competitive market environment. Uganda�s
competition law and its enforcement should be
designed to restrain anticompetitive behavior by
large domestic corporations by limiting or pre-
empting abuse of monopoly power. Protecting
the interest of consumers and SMEs should be
entrenched into the heart of the process of
development and implementation of the
national competition regime of Uganda.


