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Joint Operations against LRA

DR Congo president says Ugandan troops out in March (Xinhua)

http://news.xinhuanet.com/english/2009-03/09/content_10976925.htm 

Ugandan troops joining a joint military operation against insurgency in the Democratic Republic of Congo (DR Congo) will pull out by the end of March, Congolese President Joseph Kabila announced on Sunday.

Kabila, who was visiting Musienene in the eastern province of North Kivu, said: "From now to the end of March, the Ugandan army will pull back and the encircling operation against the Ugandan rebel Lord's Resistance Army (LRA)."

On his recent meeting with Ugandan President Yoweri Museveni, Kabila said that "relations with Uganda will improve in the coming days," stressing that Kinshasa and Kampala will resume both political and economic ties.

DR Congo invited Uganda and southern Sudan to the anti-LRA operation on Dec. 14 in the vast central African country's northeastern province of Orientale, where the rebel group has been holed up in recent years.

In February, the Congolese government said the Ugandan army would pull out by the end of the month, saying coalition forces had neutralized 80 percent of rebels and that LRA leader Joseph Kony had gone into hiding in forests near the border with southern Sudan.

According to Ugandan Information Minister Kabakumba Masiko, Museveni and Kabila "agreed to work together in ending that rebellion. This means the operation is still going on."

The two presidents met on Wednesday at Kasindi in North Kivu, where they also decided to effectively exchange their ambassadors as a token of normalcy in ties which broke in the 1990s.

A cooperation protocol was signed after the talks, under which Uganda will provide power supply to border towns of DR Congo, including Beni, Butembo and Lubero. The two leaders agreed to cooperate in exploiting oil in the Lake Albert region, which spans the two countries' common border.

Both leaders reaffirmed their determination to implement the Ngurdoto accord reached in Tanzania on the neutralization of "negative forces" operating in the northeast of DR Congo.

Kabila and Museveni signed the deal on Sept. 8, 2007 to defuse border tensions caused by LRA, which, notorious for mutilating limbs and abducting children, has waged one of the longest guerrilla wars in Africa since 1986, roaming between Uganda, Sudan, DR Congo and Central African Republic.

The rebel group has killed more than 900 civilians in retaliation for the launch of the three-nation operation. Its guerrilla warfare has left tens of thousands dead and 2 million homeless over years.

The International Criminal Court in The Hague, Netherlands, has issued arrest warrants for the top five leaders of LRA on charges of war crimes and anti-human crimes.
Congo hunt has 'caught 90 of LRA' (BBC)

http://news.bbc.co.uk/2/hi/africa/7933240.stm 

Ugandan President Yoweri Museveni says a three-month operation in Democratic Republic of Congo against the LRA has captured just a fifth of the force. 

He told the BBC that 90 Lord's Resistance Army (LRA) rebel fighters had been held in the joint offensive. 

Speaking on a visit to London to attend Commonwealth Day celebrations, he said pursuing LRA leader Joseph Kony was like "hunting a cockroach". 

Uganda, DR Congo and Sudan launched the joint offensive in mid-December. 

Ugandan troops were supposed to have finished their operation in DR Congo by the end of February, but last week it announced agreement had been reached for them to continue their pursuit of the rebels. 

'Attrition' 

Mr Museveni refused to confirm for how long his troops have been granted leave to remain on Congolese soil, promising a statement next week.
Congolese President Joseph Kabila has reportedly come under pressure from some of his supporters to get the Ugandan troops out. 

The Ugandan president told the BBC's Focus on Africa programme it was a campaign of attrition and promised Mr Kony would eventually be caught. 

"When you are dealing with this type of group, you are not fighting - it is more like hunting," he said. 

"When you are hunting... a cockroach, its best weapon is flight and concealment. Our aim is to counteract those. We have caught 90 [rebels]. That is almost one fifth of their whole group." 

Last week, Uganda's military paraded on TV an LRA commander - believed to be fourth-in-command - who was captured in north-eastern DR Congo. But Mr Kony has remained elusive.
"There is no mistake. Kony will be caught - just like we caught his number four. That's how these people end up," Mr Museveni said. 

"We have killed many of his people. You must have heard of the word 'attrition'? That attrition is going on all the time." 

Mr Kony launched his brutal rebellion against the Ugandan government more than two decades ago. 

It has left tens of thousands of people dead, driven some two million people from their homes and destabilised a swathe of central Africa.  

Northern Uganda

Amuru gets 200 bicycles for Polio fight (New Vision)

http://newvision.co.ug/D/8/16/674100 

A total of 200 bicycles have been donated by Unicef to Amuru district to help in the fight against polio. 

The bicycles are to be used by the village health team volunteers to mobilise the internally displaced persons to take their children aged below five years for the emergency mass polio immunisation slated for today. 

The health ministry, the World Health Organisation and other development partners decided to bring closer the date for the mass immunisation to March 10 due to the increasing cases of polio in the district. 

Other districts will be conducting immunisation on March 21- 23. 

According to the district director for health services, Dr. Patrick Odong, there would be one immunisation post at Bibia Health Centre III near the border for compulsory immunisation of children and adults from Southern Sudan who have never been immunised. 

Odong said those who refused to be immunised would be denied entry into Uganda, adding that two more polio cases had been reported in Labongagali displaced persons camp. 

The preliminary results from the Uganda Virus Research Institute in Entebbe showed that the two were infected with the wild polio virus. 

Odong said some of the signs and symptoms of the wild polio virus include fever, vomiting and weakness of the limbs. 

He said the ministry delivered the vaccine on March 5. The vaccine was being stored in Gulu district since Amuru did not have proper refrigeration facilities. 

Youth face arrest over threatening IDPs (New Vision)

http://newvision.co.ug/D/8/16/674099 

GULU district security committee has ordered for an operation to arrest a group of over 50 youths suspected to be threatening internally displaced persons (IDPs) in Lalogi sub-county from returning to their villages. 

The committee in a meeting held over the weekend said the presence of the youths reportedly hiding in the bushes could culminate into a major security threat. 

The meeting was held to find solutions to a land row that ended in the death of Simon Ojok from the Palaro clan on February 28 after a fight in a night club in Acet, Odek sub-county. 

Residents accused the former Lalogi LC5 councillor, Ben Accellam and the Gombolola Intelligence Officer, William Lukwiya for taking advantage of Ojok’s death to cause a rift between the Palaro and Lukwor clans with the help of the youths. 

The meeting chaired by the resident district commissioner, Col. Walter Ochora, heard that the youths were mobilised by the two officials to stop the IDPs from the Lukwor clan from going back to their villages. 

Some Special Police Constables from Lalogi were also suspected to be involved. 

Charles Odongkara, a teacher at Acet Primary School, told the meeting that the fighting between the youths of Lukwor and Palaro that led to death of Ojok was not related to the land wrangle. 

“Those boys just fought over a woman. It was never connected to a land wrangle in Lalogi,” Odongkara said. 

Ochora told the meeting that Acellam, Lukwiya and the identified 15 youth would be arrested as investigations into the matter continue. 

Residents want compensation (New Vision)

http://newvision.co.ug/D/8/16/674103 
GULU - Owners of the land in northern Uganda that was occupied by the UPDF during the Lord’s Resistance Army insurgency have asked the defence ministry for compensation. During the war, UPDF barracks and detachments were established on people’s land where there were displaced persons’ camps. About 140 people whose land was occupied by the army complained that their land became infertile as a result of the trenches dug by the soldiers during the operations against the rebels. UPDF regional army spokesman Capt. Ronald Kakurungu said they were verifying the genuine owners whose land was occupied.

Former rebel re-settles child soldiers (New Vision)

http://www.newvision.co.ug/D/9/31/674052 

GRACE Arach has seen tough times — abducted by rebels, raped, coerced into marriage, forced to kill, until she said: “Enough is enough.” The 23-year-old escaped from the captivity of the Lord’s Resistance Army, a rebel group that has abducted, massacred and maimed people in northern Uganda for 20 years. 

Sitting pensively with her palm on her cheek, Arach speaks as if she was still in throes of abduction. But as she recovers from the horror of war, Arach has one thing on her mind: to help former abducted children settle in the communities. 

Through Children / Youth Peace Builders (CAP), a local advocacy community organisation, Arach is teaching her community how to treat the former child abductees, help the reintergrate into society and learn their responsibility towards the community. 

CAP-Gulu was formed in 2000 and is affiliated to CAP International which deals with horrors arising from the effects of war in conflict regions like Colombia, Angola and Thailand. 

In only nine years, Arach and her team have undertaken counselling, social interaction and peace building programmes in Gulu. 

With a team of 90 youth, she has trained former child soldiers in vocational skills to generate income and also learn how to live in society positively. 

“We encourage them to go back to school. Some went but later dropped out due to lack of school fees,” Arach said. They also teach former child-mothers who intend to get married on how to pick the right partner. They have also helped counsel and rehabilitate children who have suffered trauma. 

According to Human Rights Watch, more than 20,000 children have been abducted by the LRA since 1986. However, some who manage to escape from captivity have no home to return to while others are neglected. 

“The community rejects them saying they killed people, stole and looted their property,” Arach explains. 

Arach, a native of Pawel village, Amuru district was only 12 and in P7, when she was abducted by the LRA. 

On March 23, 1996 when she was coming from Pabbo to visit her grandmother in Pawel, Fr Santo, a priest in Pabbo, was going in the same direction and her mother requested him for a lift.” 

“We were approaching Pawel when people dressed in army uniform stopped us. “We were six people, five men and I. The rebels pulled me out of the car and removed my shoes. They put a land mine in the vehicle and burnt it. We moved through the bush the whole day and reached a trading centre called Ajulu where they looted shops and released several prisoners in Lugore prison in Patiko sub-county,” she says. 

Arach says after moving several kilometres, her feet were swollen. The rebels released the priest and the rest of the men but took her with them: “I was given 50kg of sugar to carry. We moved from Ajulu, via Pabbo and finally reached Atiak. 

“The rebels said they wanted me registered. I thought they were going to write my name, but instead gave me 30 strokes of the cane and told me to do the same to other new recruits.” 

“I was tired and could not move any farther. I fell down and it is at this point that the UPDF soldiers attacked us and all the rebels ran in different directions. I hid under a cassava tree. After a while, the UPDF went away. 

“Otti Lagony, the second in command of LRA came back, tied me with a rope so that I could not escape. I was made to carry beans, posho saucepans and sugar. 

“We went to Otti’s place in Pabbo village in Amuru district. I wanted to run away but he put me at gun point and raped me.” 

She adds that she stayed in Otti’s place for a month and was returned to Lagony as his seventh wife. 

She was trained as a soldier and sent for duty. Under Lagony, their areas of operation were Apach, Goma and Pabbo. 

“Shortly after that, the UPDF attacked our camp. They sprayed the camp with bullets and as I ran, they shot me through the right breast and I fell down but I quickly got up and ran. We won the battle, but the UPDF helicopter gunships surrounded us. 

“As I was healing, the rebels went and abducted the Aboke girls. The Sister followed them and the rebels released about 105 and kept 30 beautiful ones. 

“In February 1997, we heard news over BBC that Lagony and a group of 3,000 rebels had surrendered to the government, yet it was not true. Kony and the Sudanese government were upset. They gave Lagony only five days to leave Uganda. We battled for two days with UPDF until we crossed into Sudan.” 

“We helped the government of Sudan to fight the Sudan People’s Liberation Army (SPLA). They used to sprinkle us with oil and water to cleanse us of ‘demons’. Kony used to believe in the Bible and spirits. There was a spirit for operations and discipline. But these spirits used to come in form of Kony himself. He would become possessed and speak in different tongues. 

“It prepared us for operations. It made us courageous and disciplined. 

“In 1999, cholera attacked our camp and I got infected. They threw us out of the camp sayingh we shall spread to others. Many people died because there was no medication. I stayed out of the camp for three days without food,” Arach says. 

Meanwhile, Kony and Lagony had developed a poor relationship. Kony suspected Lagony wanted to kill him and take over. 

“Lagony was arrested and killed. A certain man called John Tata took over as the overall commander, but had little military experience. Many of the fighters became demoralised and escaped. That is the time I also planned to escape. 

“I was given to a man called Odongo as the 10th wife. I spent two days with him and was sent to Uganda for operations. The Sudan government had grown impatient with Kony and stopped giving us food and ammunition. This is because Kony had killed Lagony, whom they trusted. 

A week after Odongo had left, Arach talked to two child mothers about the plan to escape but they were scared. Luckily, Kony had left the camp for a meeting in Sudan and there was little military presence. 

“I pulled the two mothers and we escaped. We moved for two days and ended up in the hands of Arab soldiers who then handed us to UNICEF. We were flown to Khartoum and later to Uganda in 2001. I was received by World Vision. 

“After a week I was admitted to a school in Gulu. I sat for mid-term exams and scored Aggregate 30. “I realised my potential and saw the importance of rejoining school. I had not registered for exams, so I never did PLE. In 2002, I was taken to Aboke Girls by a lady who paid my fees. I was admitted to S.1, but cautioned that I would not sit for S.4 if I did not have a PLE certificate. I registered for PLE in a nearby school where I could study Form One and also do PLE,” says Arach. 

She scored Aggregate 21 in PLE. In 2004, she sat O’ Level and passed in Division 2. “I was given History, Economics, Divinity and Geography at A’ Level.” Arach later scored 8 points and was admitted to Gulu University, where she is doing a diploma in development studies. 

At the same time, she volunteers in CAP-Gulu. The team has undertaken peace building efforts to show to the community the effects of war. “We use drama and radio talkshows to show the people that war is bad. We stage scenes like how abductions go on in the bush. It helps them to know that the children were forced into war and need community acceptance. 

Through the sexual violence study, CAP found out how the children in the community are abused. “We aimed at finding out the real cause of the rampant sexual violence on children and how to find a solution,” she says. 

Arach has also attended international conferences on former child abductees. “In 2003, in the US, I met former child soldiers from Colombia, Sierra Leone and many other countries. We discussed how to prevent children from being involved in war and good enough, the UN resolution 1612 was passed to protect children.” 

Last year, Arach went to Sierra Leone to learn how they have managed to restore peace after decades of war. Despite this success, Arach says she is facing some challenges. “I want to go for further studies, but I do not have school fees. I got admission to study a degree at Mukono University, but because I had no fees, I opted for a diploma in Gulu University.” 

For the moment, she is happy to be helping her community. “My people are voiceless and I am working hard to improve their lives,” she says.
Wine mixed with marijuana found in Oyam (New Vision)

http://newvision.co.ug/D/8/16/674101 

RESIDENTS of Oyam and Apac districts have been cautioned against consuming a locally produced wine mixed with marijuana and alcohol. 

Emmanuel Ageta, the regional manager for the Uganda National Bureau of Standards, said the yellowish wine was made out of passion fruits. 

He added that the wine was brewed for two days and packed in used mineral water bottles. 

“We have not tested the wine, but our sources have told us that it is brewed with marijuana and alcohol,” Ageta told journalists at his office in Lira district on Friday. 

This was after a team from the standards body visited Oyam, Apac, Amolatar and Dokolo districts to assess the quality of locally-made goods. 

Ageta said the body would soon get a machine to test the wines. 

He added that the wine was mostly produced in Minakulu, Iceme and Oyam town in Oyam and Bala in Apac. Ageta said the wine could cause mental illness. 

Karamoja 
Karamoja seeks peace over cattle raids (Daily Monitor)

http://www.monitor.co.ug/artman/publish/news/Karamoja_seeks_peace_over_cattle_raids_81251.shtml 

Leaders in Karamoja region are seeking plans to end the long running cattle rustling battles with their neighbours, the Pokot and Turkana of Kenya.

According to the Moroto LC5 chairman, Mr Ken Lochap, the authorities have held several meetings with their Kenyan counterparts under a new peace umbrella ‘Cross border peace initiative’ spearheaded by Karamoja Agro-pastoral Development [KADP].

He told Daily Monitor on Saturday that they have had about six meetings this year with the recent one on March 5 in Moroto while others have been held in Kenya.

Mr Michael Kuskus, the brain behind the peace initiative programme under KADP said RDCs, LC5 chairpersons, education officers, selected local leaders, reformed warriors in Uganda and Kenya, district commissioners, education officers and MPs have been drawn in the programme.

Mr Kuskus revealed that the role of KADP is to coordinate activities on peace, mobilisation of communities and ethnic groups involved in conflicts across the border and support communities in terms of transport both in Uganda and Kenya.

Moroto Education Officer Paul Abul said whereas the cattle raids between the ethnic tribes in Karamoja have seen over 10,000 people killed in Karamoja and over 4,000 in Kenya, the cross border peace meetings have lessened raids and created a relatively peaceful atmosphere for Karamoja. 

K’jong still crave for guns – RDC (New Vision)

http://newvision.co.ug/D/8/17/674091 
THE Karimojong still have the urge to use guns as a means of livelihood, the Moroto resident district commissioner has said. 

Nahaman Ojwee said all disarmed warriors would wish to re-acquire guns if they had their way. 

He made the remarks while opening a workshop on the proliferation of small arms and light weapons at Hotel Leslona in Moroto town on Thursday. 

“Disarmament is not a preserve of security forces. It requires a collaborative effort of the population,” 

Ojwee said there was need to continuously engage the population to change. 

The commissioner of Police, Fulgensio Magembe, said: “The proliferation of arms has created a lot of misery to both the people and the animals.” 

He said Karimojong cattle were of poor quality due to insecurity and a bad culture.
Museveni speaks out on Janet’s appointment (Daily Monitor)

http://www.monitor.co.ug/artman/publish/news/Museveni_speaks_out_on_Janet_s_appointment_81264.shtml 

President Yoweri Museveni has spoken out on why he appointed his wife a minister and said he was impressed by First Lady Janet Museveni’s work as a Member of Parliament.

Mr Museveni revealed for the first time, the reasons behind his picking of his wife, a first term MP for Ruhaama, in an interview with the BBC, the president’s press office said in a statement yesterday.

Mr Museveni, who is in London on a two-day working visit, said although he had been reluctant to “allow” his wife join politics, issues of competence and trust were implicit in his decision to appoint her state minister for Karamoja affairs, because he [Museveni] has been frustrated by people he entrusts with responsibilities and they fail to work”.

“Since many of our elite Ministers did not want to work in Karamoja,” he said, adding:

“I asked Janet to help me develop one of the backward areas of our country.” 

An NRM historical, Maj. Tom Butime, in 2006 rejected Mr Museveni’s nomination as Karamoja Minister, opting out of the government.

Ms Museveni was appointed Karamoja Affairs Minister in a February 17 Cabinet reshuffle, a decision by the President that left tongues wagging as questions abounded on whether the move was inspired by her loyalty to him or whether Mr Museveni was only trying to increase the role of his family in Uganda’s politics.

The President’s unprecedented comments come on the back drop of growing concern about the influence of the President’s relatives in the running of government. 

In London yesterday, Mr Museveni without going into specifics said his decision to appoint his wife was also inspired by the fact that “a lot of funds meant for Karamoja had been misused.”

He said he found no issue in members of his family serving in what he referred to as positions of sacrifice but not privilege.

Mr Museveni cited his younger brother Gen. Caleb Akandwanaho alias Salim Saleh and son Lt. Col. Muhoozi Kainerugaba as some of his family members who were serving in positions of sacrifice.

Gen. Saleh, dropped as a minister of state for microfinance in the cabinet reshuffle, is a Senior Presidential Advisor on Defence while Lt. Col. Muhoozi is Commander of the Special Forces. 

“My young brother was for a long time in positions of sacrifice and as a result he got bullets in his body,” Mr Museveni reportedly told the BBC. “Likewise, Muhoozi is not in juicy positions.” 

He said elders had pressurised him to allow Janet join politics. “I succumbed to the elders’ pressure who wanted Janet to help develop their constituency in Ruhaama,” said Mr Museveni as he reminisced about his reluctance to allow his wife join elective politics.

Mr Museveni travelled to the U.K on Sunday to attend celebrations marking the 60th anniversary of the Commonwealth. 

The statement also quotes the President as refuting claims that he was engaged in early campaigns for the 2011 general election, said the statement, adding that Mr Museveni said his recent countryside tours only sought to sensitize “Ugandans on how to increase household incomes by enterprise selection.”

Other close Museveni relatives in govt jobs

lGen. Caleb Akandwanaho aka Salim Saleh (brother) Senior Presidential Advisor on Defenc

Sam Kutesa (in-law) Foreign Affairs Minister

Lt. Col. Muhoozi Kainerugab (son) Commander of Specialized Forces

lNatasha Karugire (daughter) Private Secretary to the President in charge of Household

Hope Nyakairu (relative to First Lady) – Under Secretary Finance & Admn, State House

Justus Karuhanga (nephew to the First Lady) Private Secretary to the President in charge of Legal Affairs.
See Also:

Museveni explains Janet’s posting (New Vision)

http://www.newvision.co.ug/D/8/12/674105 

Development Assistance 

EU gives sh100b for projects in north and Karamoja region (New Vision)

http://newvision.co.ug/D/8/13/674109 

THE Government has secured over sh100b from the European Union (EU) to develop agricultural projects in the north and Karamoja regions. 

Some of the money will also be used for the maintenance of the country’s roads. 

The agreement for the 45m euros was signed by the finance minister, Syda Bbumba and Koos Richelle, the director general of the European Commission office for external aid, in Kampala yesterday. 

About 20m euros is for the northern Uganda agricultural recovery plan, 15m euros for Karamoja and 10m euros for road support. 

Bumba said the 20m euros allocated to the north is to help in promotion of subsistence and commercialised agriculture there. 

She said there will be increased availability of agricultural financing for production, processing and marketing the products. 

The 15m euros to Karamoja would be used to promote agro-pastoral production and animal health as well as alternative income generation opportunities. 

“We think through this lifestyle, the economic set up of Karamoja will change. 

“We want the animals in Karamoja to become tradable commodities instead of just being status symbols,” Bbumba said. 

Five districts in Karamoja are targeted. They are Nakapiripirit, Moroto, Kotido, Kaabong and Abim. 

She also said 10m euros would support key road sector institutions like the Uganda National Roads Authority. 

Richelle said 22.5b euros was available for development support to 78 countries over the next five years. 

He praised Uganda as one of seven countries out of the 150 supported by the EU that had made impressive progress in implementing the Millennium Development Goals.
See Also:

EU gives govt Shs100b (Daily Monitor)

http://www.monitor.co.ug/artman/publish/news/EU_gives_govt_Shs100b_81266.shtml 
World Bank to invest $75m in energy, ICT (New Vision)

http://newvision.co.ug/D/8/220/674075 

THE World Bank is to invest $75m (about sh148b) in the second Energy for Rural Transformation Project (ERT11). “The project, which is a follow-up of the ERT1, aims at increasing access to renewable energy and information communication technologies (ICTs) in rural areas in order to contribute to the productivity of businesses and the quality of life of households,” Paul Baringanire, the bank’s power engineer, said. 

Baringanire said the ERT II was directly in line with the Uganda Joint Assistance Strategy, which states that “Investments in power generation will increase the reliability and lower the cost of electricity, which is a major setback to businesses.” 

“ERT11 with the support of the Global Environmental Facility, will harness local entrepreneurial capacity in expanding access of rural communities to modern renewable energy,” he told reporters at the launch of the World Bank’s monthly coffee press dialogue in Kampala. 

The dialogue is an interactive forum for the World Bank Group to avail the media with information about the bank’s activities in the economic, health and education sectors. 

Baringanire said rural transformation was a priority in the Poverty Eradication Action Plan (PEAP). The PEAP depends on provision of infrastructure and functioning social services to promote growth, reduce poverty and provide easy and cheap access to modern energy services and ICTs, which is still a challenge to the Government. 

He said three demonstration centres had been set up in Kyambogo, Buddo, Najjera, adding that they were also looking at investments in solar and thermal power. 

The Uganda National Bureau of Standards is currently testing the thermal materials and setting standards for solar panels to avoid counterfeits on the market, which are targeting mainly schools. 

“In the second phase of this project, we shall set up 30-50MW power units in the development of rural renewable energy. With these developments, we are supporting the potential of the private sector in Kasese and Mpondwe to boost businesses because lack of energy hampers development in these areas.” 

Baringanire said $60m (sh118.8m) had been allocated for boosting pump water to schools and health centres, especially those in northern Uganda, West Nile and Karamoja. 

Global Financial Crisis

No room for complacency - IMF representative (Daily Monitor – Q&A)

http://www.monitor.co.ug/artman/publish/business_power/No_room_for_complacency_-_IMF_representative_81225.shtml 

Business Power spoke to the International Monetary Fund’s resident representative to Uganda Mr Selassie Abebe Aemro on a wide range of issues regarding the local and international economy. Excerpts:

Briefly explain what caused the global financial crisis?

The origins of the global financial crisis are manifold. In fact, it is best to view the crisis as something triggered by a confluence of several undesirable developments. The culprits include: (i) inappropriate monetary and fiscal policies in a number of the advanced economies—typified by the boom in the prices of assets such as housing; (ii) something that economists refer to as global macroeconomic imbalances—typified by a savings glut in countries such as China and Saudi Arabia and a savings deficit in the Unites States amongst others; and (iii) inadequate financial system supervision and regulation in the advanced economies—typified by the now legendary “liar loans” extended to people with little or no income to service these mortgages.

How has the crisis manifest itself?

The first domino to fall was the unexpectedly high levels of default in U.S. sub-prime mortgages. This had the effect of causing losses and instability in the U.S. financial sector. And with financial markets closely interlinked, it was not long before problems in the United States spread to other countries. 

But also important to note is the fact that in many other advanced economies economic conditions were similarly poor. Countries like Ireland, Spain and the United Kingdom had similarly witnessed massive housing price booms and excessive indebtedness.

Although the crisis started in the financial sector, broader economic activity is now under severe threat for two reasons. First, the financial sector is central to economic activity. If it is insolvent or event just illiquid, then financing can not flow to where it is most productive or most needed. Second, having accumulated a lot of debt companies and households are now looking to reduce their debts. Hence, consumption and investment has slumped globally, dragging down economic growth. 

The IMF projects global economic growth in 2009 to be just percent, the lowest number since the Second World War.

Uganda’s banking sector appears to have been spared the contagion effects of the toxic assets elsewhere. Is this a short-term scenario or are there follow-through effects, say on local bad debts occasioned by a generally adverse business environment, that players in the industry need to pay attention to?

Much of the damage to the balance sheets of banks and other financial entities in the main global financial centers appear to have been caused by the sharp decline in the value of complex securities. But there is no sign of banks here having dabbled in these securities and so they have been largely unaffected. More fundamentally, consistent with Bank of Uganda guidelines, banks here are well capitalized. 

But, you are right, as economic activity here slows some increase in the level on non-performing loans is likely. Still, any such increase would be from a low base and it would be unlikely to pose a significant threat to the financial system given banks’ ample capital cushion. 

And going forward there is no room for complacency and keeping a close eye on the level of non-performing loans is going to be a key issue for banks and bank supervisors.

The appreciation of the dollar against the shilling has raised concern especially among importers. Are there any concerns about the greenback sustaining its strength in the medium term? Is there a sense of where the exchange rate is likely to head within the short to medium term? What kind of policies/instruments does BOU need to deploy to ensure exchange rate stability?

The strength of the U.S. dollar in the wake of the global financial crisis appears to be related to the risk aversion that has gripped investors. Normally, when an economy is in trouble its currency tends to weaken. But reflecting its role as a reserve currency and investors’ increased interest in holding only the safest of securities such as U.S. Treasuries, the U.S. dollar has remained strong in recent months. As for where it is heading, forecasting the movement of nominal exchange rates is as difficult a task as exists for economists and one in which I have no specialization.

With respect to what the BOU needs to do to ensure exchange rate stability, I think it is important to distinguish between day-to-day volatility in the exchange rate versus targeting a particular exchange rate for the shilling, say, against the U.S. dollar. Excessive day-to-day volatility is undesirable as it increases uncertainty and potentially also losses for businesses. Policy makers can mitigate this by, for example, the occasional intervention in the foreign exchange markets. As to exchange rate targets, this is a much broader policy issue. The government’s policy here is to allow the exchange rate of the shilling to be change reflecting supply and demand conditions. I think this is appropriate. 

And once a government has decided to pursue such a flexible exchange rate regime, movements in the exchange rate will generally (but not always) reflect the stance of monetary and fiscal policies. I say not always because, for example, the relatively quick depreciation of the shilling last October had more to do with the U.S. dollar strengthening I mentioned earlier rather than changes in economic policies here.

The IMF forecast’s growth in Uganda to be higher than the SSA average. What informs this optimism?

Our last set of forecasts were prepared after discussions with the government back in October, and at the time we felt that the economy would expand by around 7 percent in the 2008/09 fiscal year—higher than growth in most other African countries. We will however be revisiting this projection soon, taking into account of all recent indicators. 

As for why we remain optimistic about Uganda’s growth prospects, there are roughly two reasons. First, the economy here has shown remarkable resilience to shocks in the recent past and growth has generally been higher than much the rest of Africa. Second, the fairly conservative macroeconomic policies that have been pursued in recent years resulting in relatively low levels of public debt should allow the government to counter the effects of the slowdown through the planned increase public investment. 

Many governments are trying to spend their way out of trouble by rolling out fiscal-stimulus packages to stave off recession or depression. Is this an option that Uganda ought to consider? If so, how can this be done without damage to the fundamentals of the economy?

You know, as luck would have it there is what you might call a fiscal stimulus already in the pipeline here. The 2008/09 budget allocated significantly higher resources for the roads sector in particular. The timing could not have been better since it will hopefully kick in as private consumption and investment is showing signs of softening. But much depends on the spending agencies to which these resources have been allocated improving their absorption capacity.

And I don’t think that this increased spending will damage the fundamentals of the economy. Indeed, provided it is used efficiently on the areas for which it is intended—i.e. key transportation corridors—it should serve to enhance the economy’s productive potential. 

Budget support to Uganda was around 30 percent last year. How much damage would be caused if some of the major donors to budget support scaled back on their allocations or disbursements in light of pressing economic times back home? Are there any indications that this might/could happen?

I have seen a lot of speculation about this in the papers, but I am not aware of any signals by donors about reductions in budget support.

But, clearly, any shortfalls in donor support—a hypothetical question—would be problematic because it would come on top of the decline in private capital inflows. This is exactly why the IMF has been calling for increased donor support to low-income countries at this time so as to mitigate some of the adverse effects from the decline in private financial flows. 

How can public infrastructure programs like Karuma, the Northern Corridor, etc be funded in these illiquid times? Is domestic borrowing an option? And at what cost to private sector borrowing and interest rates?

As I noted a bit earlier, there are actually a number of steps that have been in taken by the Ministry of Finance over the last several years that should help the scaling up of investment in infrastructure proceed as envisaged. One quick example. Dr. Suruma established an Energy Fund a few years ago and has been savings resources to partially finance an energy generation project like Karuma. 

Beyond this, domestic borrowing is also an option. Indeed, the 2008/09 budget signaled that the government would borrow about U Sh 300 billion or so per year for the next several years to help finance higher investment in road infrastructure in particular. 

And, yes, this would mean that the government is competing with the private sector for scarce resources. But this is not an unreasonable decision since the infrastructure constraint has been identified by the government as the greater barrier to higher economic growth. My view is that at this particular point this is the right decision.

Finally, any last thoughts on the health of the economy and the challenges ahead?

The Ugandan economy is fundamentally sound—the 20 odd years of uninterrupted growth is the testament to this. 

Still, there is no room of complacency. In the past, the challenge here had more to do with putting in place the appropriate economic policies in place. And once these were in place, I get the sense that the expectation was that economic growth and structural transformation (or industrialization) would be automatic. But what the recent experience has shown is that there will always be more fine-tuning needed. There may be no policy-induced barriers to development now but there are practical ones like the infrastructure deficit, the need to ensure better quality education and health services for the population etc. 

Subject to these new challenges being addressed aggressively another 20 years of uninterrupted economic growth is not beyond the realm of possibility.

EAC financiers, CEOs discuss crisis (Daily Monitor)

http://www.monitor.co.ug/artman/publish/business_power/EAC_financiers_CEOs_discuss_crisis_81241.shtml 

East African Community member states have agreed to treat the global financial crisis as an opportunity to map out new strategies for sustaining economic growth.

Tax reforms, priority spending, elimination of non tariff barriers and reduction of infrastructure bottlenecks are some of the discussion points that participants at the one-day regional conference organised by the East African Business Council in Arusha, Tanzania on March 4.

The conference, that focussed on the challenges and opportunities of the global economic downturn, brought together governors from three Tanzania, Kenya and Uganda, chief executives of leading EAC businesses, academicians, policy makers and the media. 

In a statement to Business Power from the EABC Secretariat, the meeting drew several recommendations towards mitigating the crisis as a region.

It was agreed that policy makers should continue the implementation of tax reforms in order to improve domestic resource mobilisation thereby increasing government capacity to finance national budgets.

This calls for reduced dependency on donor assistance and aid. “These reforms must, however, have a complementary outcome of spurring increased productivity, consumption and capital creation through new investments,” the statement said. 

Members agreed that, government spending should be channelled towards sectors of higher priority that will serve as stimulus to the economy; such as infrastructure investments.

In tandem, reduce government recurrent expenditure, through, among others, reducing the size of governments. 

The meeting is one among several meetings that have been held in several cities in the region to discuss the impact of the global economic downturn. Last month, a CEOs meeting was convened in Kampala over the same subject.

The subject of business environment remains a passionate one as states seek to eliminate hindrances to trade and investment. Although, in principle, member states agree on eliminating such bottlenecks, implementing the decisions remains a far cry. 

This, calls for the elimination of non tariff barriers, reduce infrastructure bottlenecks, allow free movement of labour, increase port efficiency and maintaining policy predictability among other. 

“The success of this will increase productivity and profitability and attract capital - both domestic and foreign. This will in turn safeguard against loss of jobs, foster economic growth and increase capacity to respond to the externally generated shocks of the crisis,” the statement said. 

Members further agreed that, creating investment vehicles that will be attractive to the private sector; in order to utilise idle resources from both the domestic market and EAC persons in the Diaspora. For example, the successful infrastructure bonds, already tried in some countries are very vital. 

Also agreed upon is stimulating an agribusiness revolution through enhancing agricultural productivity; innovative investment in the agricultural sector such as rural out-grower schemes, provision of credit to farmers and increase subsidies in agricultural inputs and other support programmes such as improved infrastructure, increased market access, among others is the other issue members want to be addressed.

“The effect of this will be to ensure food security and decrease inflationary pressure from food prices,” the statement said. 

Members called for the speeding up of the integration process -through ensuring the proper implementation of the EAC Customs Union and addressing all the problems that currently besiege it; plus concluding the negotiations towards the EAC Common Market. 

The region is expected to open up its trade in service, goods and movement of people by 2010 but some members like Uganda are pushing for a delay because they are not ready. 

Other recommendations included; facilitate South – South Trade, through removing of non tariff barriers on intra regional trade; enhancing EAC economic cooperation, harmonization of taxes and macro-economic policies. Safeguarding EAC against cheap imports and dumping; speeding up EAC – South Africa Development Community (SADC) and Common Market for Eastern and Southern Africa (COMESA) Free Trade Area and instead of focusing on Africa Growth Opportunity Act (AGAO) and Europe Union-Economic Partnership Agreement (EPA), facilitate partnerships with new and emerging markets.

The private sector was cautioned against wastage and advised to cut down discretionary expenditures and accept lower returns to minimise staff lay-off,

“Let EAC be the driver of growth. 

This calls for an entrepreneurial spirit and willingness to take risk. This will not only create employment, but it will cushion existing investments,” the communication said.

The Arusha discussion was a preamble to budget preparations in the region. In Uganda, another forum was held last week under the auspices of PricewaterhouseCoopers to discuss issues that should be included in the next budget.

The financial crisis that started in the US last year, has since ballooned into a global credit crunch resulting in several bank failures and declines in various stock indexes, and commodities worldwide. 

Most economies have been pushed into recessions and Africa is no exception with the IMF/World Bank downscaling previous economic forecasts.
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