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1 Executive summary

The focus of this export plan is to identify measures which will contribute to an increased participation of
Ugandan IT & ITES companies in international markets, in the region and beyond.

This will be achieved through a series of targeted measures ranging from structural measures (such as
improving TSI s®& capacity i n pr oaeriented BMES) goespecificchasinesd lmkage x por t
initiatives, whereby selected companies will be brought into contact with prospects in international

markets.

This plan takes into account the specific circumstances of the Ugandan IT & ITES industry, which cannot

rely on a thriving local economy to stimulate its growth, ensuring the emergence of local champions. In

the absence of a local demand pull, a more prudent business development plan needs to be considered

to assist Ugandan companies in their export endeavours.

This plan identifies the following five broad strategic objectives to be pursued in order to achieve a
successful export drive:

1. Enhancing the calibre of the young talent IT & ITES pool.

Closing the gender gap.

Instigating a local environment conducive to the IT & ITES industry.

Developing the export capabilities of SMEs.

PlacngUgandaés | T & I TES industry on the map.
Identifying target markets.
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2 Background

The Export Sector Competitiveness Programme also called Netherlands Trust Programme (NTFIII) is

based on a partnership agreement signed by the CBI and ITC in July 2013. NTF lll aims to enhance

export competitiveness of selected sectors in selected countries through an integrated approach to sector
competitiveness. NTF 111 Uganda fAEnhancing Export Com
project under the NTF IIl programme. This project is implemented involving synergies with a parallel NTF

lIl project in the same sector in Kenya and Bangladesh. The project is built around one outcome,

enhanced export competitiveness, and the four following outputs which contribute to the programme:

1. Validated export plan for the IT & ITES sector in place.

2. Export capacity of IT & ITES SMEs increased.

3. Capacity of TSls improved in providing services to export-oriented SMEs in the IT & ITES sector.
4. Expanded business linkages and technical partnerships/collaborations.

This document is the deliverable of the first output mentioned above. It is based on primary data
collection, carried out through interviews and two extensive workshops with Ugandan stakeholders in the
IT & ITES sector. Significant input has also been gathered from several existing sector strategies for the
sector, developed notably by the Ministry of ICT and NITA-U. These documents are referenced in Exhibit
1, on page 39.

The following sections summarize findings on the current state of the IT & ITES industry in Uganda and
recommend strategies to develop the industry in its export endeavours.



3 Review of the IT & ITES industry in Uganda

According to the Ministerial Policy Statement for FY 2014/15,Ugandads | CT sector share i
6.0%". This sector employed over one million people. Telephone subscriptions stood at 18.3 million by

March 2014, with the tele-density at 51.3 lines per 100 people. Internet usage has grown, with the

number of active internet subscriptions standing at 3.6 million by December 2013 compared to 2.7 million

in December 2012. By March 2014, the number of internet users stands at 7.3 million compared to 6.2

million in June 2013. The specific share of IT within the ICT sector is difficult to assess in the absence of

meaningful statistics.

According to World Bank data, exports of ICT

services” in 2013 reached the 400 million USD

mark, forming 17% of total service exportsa. IT

services alone were estimated to represent 2.8%

of Ugandabs s ewitlvadtoted walueeok por t s
US $2 billion in 2012,

ICT service exports (BoP, current US$)
399, 416,020.7 (20

B Uganda
Data from

Chart 1

3.1 Institutional players

The principal objective of all stakeholders in the Ugandan IT & ITES industry is to foster an environment
that will lead to t he s er vi c esucqessfalvdevdleomen®d in serving the local, regional and
international markets. Success depends on well-orchestrated, congruent efforts across the Ugandan IT &
ITES value chain, as graphically depicted in Figure 1.

Industry

o S UgandanIT
Ministry of NITA-U associations & ITES

IcT - ey 5 (UBPOA and [ Bl

Figure 17 Key Ugandan IT & ITES Stakeholders

The Ministry of ICT (MICT), headed by Mr. John Nasasira, is structured as shown on Figure 2.

! John M. Nasasira, Ministerial Policy Statement for FY 2014 / 15, 2014.

2 Information and communication technology service exports include computer and communications services (telecommunications
and postal and courier services) and information services (computer data and news-related service transactions).

% Source: World Bank data base.

* Source: UNCTAD secretariat calculations based on the UNCTADStat database (Services Policy Review - Uganda (11), 2014, p.
134).
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Under the general supervision of the Ministry of Information and Communication Technology (MICT), the
National Information Technology Authority-Uganda (NITA-U), ftoordinates, promotes and monitors
Information T%chnology(lT) developments in Uganda within the context of National Social and Economic

ment 0.
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Two private sector associations provide representation for their constituents:
i ICT Association of Uganda (ICTAU), whose ai

of

1 Uganda Business Process Outsourcing Association (UBPOA) was created in 2010 as an
umbrella association for the BPO/ITES Industry in Uganda. The UBPOA was established to

I CTs by the

underserved

m is Aé to contri
development by bringing organisations and key ICT Stakeholders under one body capable of
supporting ICT research and advocacy for projects and policies concerning adoption and usage

and unreached

promote, nurture and support the BPO sector in Uganda by:
Giving the industry a single unified and strong voice;
Growing the BPO sector and the companies in it;

0
0

3.2 Value chain analysis

Figure 37 The IT & ITES value-added chain, below, describes the various value-adding activities in an IT
& ITES industry. In the case of Uganda, some are more prevalent and stronger than others, as the range
of economic activities found in Uganda does not span the complete range shown in the value chain chart

shown below.
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As a case in point, the IT equipment/hardware industry which is highly capital intensive and dominated by
large multinational corporations, is barely represented in Uganda today.

On the other hand, IT services, particularly software development, hard- and software infrastructure
services’ or outsourced services, which are more knowledge- and skill-intensive, have started expanding.
The required capital investment, including hardware and software development tools necessary to
support the IT services activities is comparatively low and does not constitute an entry barrier as in other
parts of the ICT sector (notably ICT manufacturing or telecommunication services).

VALUE-ADDING
ACTIVITIES

SOFTWARE

SERVICES

v

ms';'“‘“' COMPUTER
Wﬁd!s‘ ME STORES

SUPPLY CHAIN

[ RAW MATERIALS

[ COMPONENTS

[ FINAL PRODUCTS
DISTRIBUTION
SALES

o — il

Figure 37 The IT & ITES value-added chain

3.3 Scope

This project focuses on IT & ITES business initiatives with a potential for exports that can be enhanced
through targeted measures.

Table 1 below lists the IT & ITES activities that lend themselves to the export criteria.

Note that the referenced activities are based on the International Standard Industrial Classification (ISIC),
a United Nations system for classifying economic data.

" Such as cloud-based or hardware installation services.



Table 17 List of IT & ITES sub sectors with export potential

ISIC Code | Description

582 ICT Service Industries

5820 Software publishing®

62 Computer programming, consultancy and related activities

6201 Computer programming activities

6202 Computer consultancy and computer facilities management activities
6209 Other information technology and computer service activities

631 Data processing, hosting and related activities

The complete list of IT & ITES activities and the rationale for including and excluding certain activities is
described in Exhibit 2, page 40.

3.4 IT & ITES: The difference?

Throughout the NTF Il Uganda project, the | abedemMyiTce&s d TiIESS often used, as
ITES, are one and the same, having more in common than not. This is correct up to a point: the closer
one gets to market considerations, the more dissimilar the two become.
The terms IT & ITES used in this report can be distinguished by using the following definitions:
1. IT services. These require a broad range of specialized, technical skills typically acquired during
studies at a university and are necessary, for example, to engage in designing software
architectures, software coding or web design deploying cloud-based services.
2. IT enabled services (ITES). These do not usually require specialized technical skills (with the
exception of knowledge-based ITES, e.g. medical analysis applications). ITES services include
Customer Support Services (e.g. call centres, Recruitment Process - RPO), Policy
Maintenance/Management (e.g. human resource), Data Process Services (e.g. payroll
outsourcing), and Technical Support Services (infrastructure management, help desk), to name
but a few. The term ABusiness Process Outsourcingo

by a large number of industry participants to designate information technology enabled services
(ITES) such as those performed by contact centres, technical support services, or account
receivable management outsourced to a third party. When considering the enabling measures
implemented by the Ministry of ICT on infrastructure for example, where both industries will
require bandwidth at a reasonable price, or new procurement processes for e-Government
services, a joint analysis is perfectly adequate.

As the analysis zooms on market considerations, differences start becoming significant: market dynamics
are different, competitors are different, the skillsets needed to succeed are different, financial parameters
are different, etc.

This is illustrated in Figure 4, where service complexity escalates when moving from ITES into IT
services. Although it is always risky to generalize, data services may be the least challenging to

® This class includes the publishing of ready-made (non-customized) software such as operating systems, business and other
applications, computer games for all platforms.



implement, whilst launching a product-based venture is probably the riskier and more complex of all
endeavours in the IT & ITES services chain.

C

Generic Software
Development

IT
Custom Software
Development, Hard-&
Software
Infrastructure Services

Knowledge Process Services

ITES

Voice Services

Data Services

Figure 41 Layered degree of complexity

With increased complexity, comes also a potentially higher financial reward.

This would be the case of a company whose founder(s) has detected a market need. He or she has the
vision of how to satisfy that need, and believes the company has something unique to offer. It could be a
service (for example, reserving your taxi through your smart phone), which involves developing the
application and running the service, or an off-the-shelf software package (for example, a smart phone
application capable of detecting certain diseases). Such venture would typically be the most complex to
deliver in the IT & ITES service chain, as many risks are accumulated:

1 The market risk.
The technology risk.
The financial risk.
The management risk.
The risk involved in estimating the time to reach break-even, etc.

=A =4 4 =4



4 Challenges facing the Ugandan IT & ITES industry

This report uses the Network Readiness Index (NRI)9 framework as a methodology to assess the
challenges facing the Uganda IT & ITES industry. The NRI measures, on a scale from 1 (worst) to 7
(best), the performance of 148 economies in leveraging information and communications technologies to
boost competitiveness and well-being. This framework is useful to identify issues and lists the concrete
measures needed to address industry shortcomings by priority, with a related action plan, in order to
enhance Ucpnapetidiveriss on world IT & ITES services markets.

The NRI comprises four sub-indexes measuring:

il

f
f

The ICT environment. This gauges the friendliness of a
framework in supporting high levels of ICT uptake and the emergence of entrepreneurship and
innovation conditions.

The readiness of a society to use ICT. This measures the degree to which a society is prepared
to make good use of an affordable ICT infrastructure and digital content. It considers the
development of ICT infrastructure, the cost of accessing ICT, as well as the ability of a society to
make effective use of ICT, thanks to the existence of basic educational skills.

The actual usage of all main stakeholders, from individuals to businesses and government.

The impacts of ICT in the economy (jobs, revenues in the IT & ITES sector, patents, etc.).

The four sub-indexes are divided into 10 pillars as shown on Figure 51 The Networked Readiness Index
structure. This permits a finer analysis of the underlying strengths and weaknesses of the IT industry
under consideration.

° The NRI provides a useful conceptual framework to benchmark the IT readiness and usage at a sectorial level (the IT & ITES
industry). Resul ting from the <collaboration between the World Economic
I nformation Technol ogy Re-Psorot(\WorlceEtonomecd-orlmy, SdimritfaaDutta BCiorheb |niversity) and
Bruno Lanvin (INSEAD).

countr

F



Figure 57 The Networked Readiness Index structure

Component subindexes Pillars

I Political and regulatory environment |
Environment
| Business and innovation environment |
I Infrastructure and digital content |
Readiness | Attordabilty |
| s |
Networked
Readiness Index
I Individual usage |
Usage | Business usage |
I Government usage |
| Economic impacts |
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The overall NRI Index 2014 ranks Uganda 115" out of 148 (110th out of 144 in 2013) as shown on Figure
6 below. Amongst its neighbouring countries, this rank is ahead of Tanzania (125), but behind Rwanda
(85) and Kenya (92).
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rd,
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4.1 Environment

Ugandands | T & | TES stagedfiutsdevelppmens. Asaatresudt, tittleedaa id ayailable on
the industry, such as number of players, their revenues, the number of employees and the skillset
available.

The problem comes from the fact that many (smaller) companies are not prepared to make themselves
known to government registration services to escape the long arm of the taxation office, amongst other
reasons.

The (1)(L)Jl'l’en'[ estimate of the number of employed ITES operatives is between 2500 and 3500 persons in
20127

Political and regulatory environment

Discussions with the various stakeholders confirm a decisive push by government to address many
issues standing in the way of a growing IT & ITES industry. The various strategy documents that have
been compiled to provide the necessary sense of direction to the industry are a testimony to that fact. A
list of these documents can be found in Exhibit 1 on page 39.

From the start, the focus of the Ministry of ICT and NITA-U has been on the ITES industry, partly due to
the likelihood of job creation from the industry, notably for the youth. The IT sector has effectively been
left aside for the time being.

The IT and ITES sectors in Uganda do not share the same level of development in the market. The ITES
industry is a step ahead in terms of development in comparison to the IT industry.

A number of reasons can be attributed to this situation:

1 The ITES industry is organized better. UBPOA was the first of the two IT & ITES sector
associations to be created. It consequently has a head start in its development with more
members.

1 From the start, government focus has been on ITES rather than IT due to the fact that there is a
potential for job creation in a young population. A 2013 NITA-U commissioned report asserts that
Uganda has the capacity to generate more than 18500 jobs in the next 10 years“.

1 The ITES industry lends itself better to a structured approach given a lower level of complexity,
particularly where entry level services (data acquisition, digitation, etc.) are offered.

The regulatory environment, despite recent initiatives (refer to the suite of cyber laws which include the

Electronic Signatures Act 2011, Electronic Transactions Act 2011, and Computer Misuse Act 2011), has

room for significant improvement. On the topic o f I P protection specifically,
position against that of a selected group of countries shows the gap that exists between Uganda and the

best in class African countries, such as South Africa (as seen on Exhibit 4 on page 42). Another weak

spot is data protection, which is needed to reassure foreign clients that their Ugandan service providers

are submitted to strict laws regarding the handling of their data.

1% Standards , Regulations and Accreditation Guidelines to Enhance the Business Process Outsourcing (BPO) Industry in Uganda.

1 CBI, Export Marketing Planner A Manual on How to Enter European Markets, 2009.



Another challenge is that FDI is not generating the expected level of foreign investment influx:
bureaucracy remains overwhelming but is progressively being alleviated by measures such as those from
the Uganda Investment Authority, which created a one-stop registration centre for foreign firms.

Business and innovation environment

Amongst the challenges facing the Ugandan IT & ITES industry is the relative financial weakness of its
two industry associations. Both UBPOA and ICTAU have limited resources to implement their activities
primarily due to a small paying member base. As a consequence, most of their activities have been
limited to a subset of what they were meant to do: act as an advocacy and networking platform; providing
advisory support for international trade, development, and research; and market intelligence services.
The resulting lack of value perceived by its members has in turn contributed to a low paying-membership
basis, fuelling the lack of financial resources needed to enable these two organizations to offer the value-
added services.

From a governance point of view, the lack of job specifications and roles definitions for both the
managerial and operational bodies of the two associations is standing in the way of more effective
organizations.

On the bright side, Uganda is a country with a high potential for innovation as can be testified by some
projects nurtured in the incubation centres. However, only a few projects are maturing from their early
stages into commercially viable business ventures today. This is confirmed by the low number of
companies graduating from these incubation centres.

Lack of mentoring by experienced business persons and scarce availability of venture capital resources
for financing these projects are partly the cause for such situation.

4.2 Readiness

Infrastructure and digital content

The national electricity grid needs to be extended and its reliability improved. As identified by the
fiNati onal | CT P ddcument, thE power gugliayrhasabéen a deterrent to the IT & ITES
industry.

Regarding internet access, this policy document also recognizes that many sites are still plagued by the
last mile connectivity issue where customers depending on the location of their business, may find it hard
to be connected to the National Optical Fibre Backbone Infrastructure. Where this is the case, the
potential economic benefits of the backbone access are not available to these customers, which mean
that they have to rely on the slower and more expensive network connection alternatives.

Affordability

In October 2011, the Broadband Commission for Digital Development12 set four targets to be achieved by
2015, including a specific one on broadband afforda bi | i ty ( Tar get -legl broadbsng
services should be made affordable in developing countries through adequate regulation and market
forces (amounting to | ess t ha mhiswilthekdy toaineash asgge atrthe
individual level, with its potential knock-on effect on business and e-government demand.

Fixed broadband access in Uganda remains costly when expressed as a percentage of GNI per capita: in
2013, it ranked 139 out 165 countries surveyed'®. When compared to its African neighbours, results
improve but remain middle-of-the-league, as shown on Chart 2.

2 The Broadband Commission for Digital Development was established in May 2010 by ITU and UNESCO, in response to UN
Secretary-General Ban Ki-Moon's call to step up UN efforts to meet the Millennium Development Goals (MDGS).

B TU report fAMeasuBbopetheRepbotmalDbaod.
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https://www.dropbox.com/s/vmax9h0q16vimye/ICT_Policy_Draft_One_September_2012%5B1%5D.pdf?dl=0

Chart 4.10: Fixed-broadband prices as a percentage of GNI p.c. in Africa, 2013
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R e p o Figute 6 on page 8 above). However, the measure of affordability chosen in WE F &eport only
considers absolute prices, and does not put the cost of the service in relation to the GNI per capita. In
other words, it does not consider what an apparently low price actually really means in relation to the
average income of a Ugandan individual. The ITU report is more relevant as an indicator of the propensity
by individuals and companies in a given country to adopt IT tools.
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Interviews conducted with a number of N
Ugandan IT & ITES stakeholders from m;;;:;s;fm
May to November 2014 have confirmed ITES

that today there is an important gap in —
the skillset amongst employees, in -

particular in new recruits coming

directly from university, which hampers N IT
the competitiveness of the industry. W

IT and ITES professionals acquire their Figure 77 Life cycle of an IT & ITES professional
skills at different stages of their

professional lives, starting at primary

and secondary school, then at the

institutions for specialized knowledge

(e.g. vocational training schools that

focus on basic ITES skills and

universities for IT and specialized ITES

training) and later on in the companies

themselves. Figure 7 i Life cycle of an

IT & ITES professional - illustrates the

various steps.

Issues linked to the skillset can be traced back to each of the stages shown in Figure 7.

Skills acquired in school. The Government of Uganda through the Ministry of Education and Sports has
made a significant push to create computer labs and a computer curriculum in the schools, hence
recognizing the importance of technology for the country and accepting the need to have a computer
literate population. This is a very positive development which is planned to continue in the future, planting
the seeds for the healthy development of the IT & ITES industry. The gender issue remains to be dealt
with, as it de facto discourages young girls from embracing an IT career. This point is addressed more in
details in the gender issue section below.

9 Skills acquired at university and vocational school. In the absence of sufficient vocational
training and adequate university education (see Table 2 i Skillset gap in IT industry), companies
have had to devel-iompj @chteiian oo wnr oigsrkaim.l sOnly | arger co
to do so, thus putting small entrants at a disadvantage.

The gender issue

In addition to the consideration regarding which skills should be provided by whom at which stage of the
education life cycle, one should also consider who gets access to those skills.

In Uganda, there is a noteworthy issue in that respect which needs to be addressed at a high level, since
it concerns a bias of certain traditional values perpetuating strict gender defined roles, which runs across
the whole Ugandan societyls. Too many young girls do not project themselves in certain professional
roles'® such as technology and science related-ones, and more specifically IT engineering. This leads to
gender imbalanceand! ow parti ci pati on o findusadynieopportunity goatfodtlaed s | CT
industry and the economy as a whole is high. This issue is actively addressed today by non-governmental

'® The gender-related development index (GDI) published by UNDP ranks Uganda 164" out of 187. In comparison, Bangladesh is
the 142th and Kenya the 147"

18 Voice of America, fUgandanWome n  Show Tech | sondtl n) uasddiftoiromBoytshi s i ssue was addres
and workshop on AWomen in | To, which was organized under t#“he auspi ce
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organizations such as WOUGNET and in incubation centres with coaching and training programs
provided by Outbox or Hive Colab.

The apparent low percentage of women in IT (ho statistics available) does not show the complete picture.
The type of work done by women is another issue that needs to be addressed. Based on observations
and discussions with industry participants, women tend to be concentrated in lower skilled IT jobs related
to word processing or data entry and make up small percentages of managerial, maintenance, and
design personnel in networks, operating systems, or software design. This observation certainly applies
to other industries besides IT & ITES.

Skill gap in IT

The identification of hard skills available or missing in an IT environment can be mapped along the typical
software development cycles illustrated in Figure 8.

Deployment and Identification of
maintenance need

Soft skills

Implementation,
testing and Planning
documenting

Designing

Figure 81 Software development life cycle

As previously mentioned, there is a broad consensus amongst Ugandan industry participants®’ that fresh
university | T gradadepboyamentn®twheare égld©ompahiesg'vill often
need to train them from 6 to 12 months to bring them to a minimum acceptable level. The lack of skills
exists in both hard- and soft-skills. The missing hard skills are those that are needed at each and every
step of a software development application cycle (see fFigure 8 i Software development life cycled
above).

Interviews conducted with a number of Ugandan IT & ITES stakeholders from May to November 2014
confirm that the following skills | i s t érable 2 n Skillset gap in IT industryo below would need to be

7 Interviews conducted with a number of Ugandan IT & ITES stakeholders from May to November 2014.

'8 Interviewees mention that graduates in IT engineering have not had the opportunity to code a software application themselves
during their study. One person, using an analogy, said that this is comparable to someone learning how to fly a plane without having
ever been in a cockpit.
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significantly enhanced if the industry is resolute in facing the challenges of international markets, where
competition intensity will be far greater than back in its home market.

Table 27 Skillset gap in IT industry

Type of skill | Category Sub-category Issue
Soft skills Work ethics, personal attitudes Relaxed respect of time commitments (arrival time in in
the office, sick leave, etc.). Lack ofdi sci pl i ne |
you do, do wsnatpervgsivel s ay o
Communication Poorly written emails, lack of response to queries, lack
of progress reports.
Hard IT Planning Specifications Lack of clearly defined purpose. Will often lead to
engineering mismatches between the produced and the expected
skills end-result
Project No firm commitment to respect an agreed-upon project
management time-line
Project estimation Difficulty in accurately predicting the amount of time and
resources required to complete a project
Design Architecture and An overall structure of the software system is not

design

sufficiently planned prior to the implementation of a
software code. Architecture defines what has to be
done, and which program component is going to do it.

The lack of attention paid to defining proper software
architecture leads to software complexity, with all the
downstream problems in quality and maintainability.

Implementation Writing code The absence of systematically applied coding
(coding) conventions™ contribute to reduced software structural
guality and reduce software maintainability
Missing technology | E.g. know-how on the iOS technology platform is rare
building blocks
User interface Not user friendly, no simplicity of use
design (e.g. Lack of ruggedness (difficult to misuse, kind t
prototyping) ack of ruggedness (difficult to misuse, kind to errors)
Testing Testing kept to a minimum. Often absence of a test
specification.
No software peer review
Documentation Lack of clear, accurate, and precise user documentation

Project completion

No systematic checklist used to ensure that all tasks
have been conducted to satisfaction before considering
a project to be completed

Maintenance

Little source code modification to improve readability or
improve its structure

% Such as file organization, indentation, comments, declarations, statements, white space, naming conventions, programming

practices, programming principles, programming rules of thumb, etc.
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Skill gap in ITES

A 2013 report produced by Avasant for NITA-U , Stafidards, Regulations and Accreditation Guidelines to
Enhance the Business Process Outsourcing (BPO) Industry in Ugandaqd identified a number of

weaknesses in the Ugandan skillset summarized in Table 3 below. Many of the shortcomings identified
are of the same nature as those that were identified in the IT Skillset Gap section, in particular those
linked to soft skills

Table 371 Skill Gap Assessment in the ITES Industry

Type of ITES | Type of Strength Weakness
worker skill
Associate General Ugandan associates were rated fairly | Quality consciousness, customer
skill well in the areas of verbal | service, attitude towards confidentiality,
communication, ability to handle | analytical capabilites, acumen in
pressure and willingness to develop | professional writing.
subject matter expertise. They also received a low ranking in basic
Ugandan associates are known to have | knowledge of computers. Although
UK-centric English diction and can be | recent pass-outs are acquainted with
easily trained to enhance it to suit | basic surfing and social-networking, they
international standards. are known to falter while diagnosing and
. resolving basic computer related client
Also, as most of the school curriculums problems
are affiliated with English universities, '
Ugandans are used to writing in English
from a fairly young age.
Domain Uganda came out strongly in | Although Uganda has inherent strengths,
and Service | understanding of international | it has to enhance its knowledge of
Line healthcare, legal and architecture | domestic healthcare and education
Specific industries. verticals.
Skills

Their strengths also lied in desktop and
networking support. This shows that if
focused training is provided, they show a
tendency to grasp the basic computer
knowledge well.

On the similar lines, although Ugandans
are good with conversant English, they
lacked in professional and creative
writing

Ugandans also fared poorly in basic
data-entry skills such as typing speed [1
Ugandans lack the skills of basic
computing and office productivity tools
but advance well after training

Team Leaders
& Operations
Managers

Ugandan team leaders were rated very
highly in building and maintaining
relationships not just with the clients but
also with internal stakeholders.

This is a very positive sign for Ugandan
ITES / BPO industry as it matures, to
attract international clients.

Although a team leader was ranked high
in most of the requisite skills and
competencies, the recurring gap was in
the knowledge of computers and attitude
towards confidentiality.

The skills for transitioning were found
lacking. This shows that although the
relationship building skills of senior
resources is strong, they lack the basic
process understanding and analytical
orientation to successfully transition and
map the client process.
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4.3 Usage

Usage refers to how much Ugandan IT & ITES services are in demand, and whether in local, regional or

international markets.

Usage is relevant as a sign of adoption. It fuels demand as the benefits of new and more effective IT tools
become widely accepted and recognized by individuals, companies or government.

Individual usage

Individual usage

w

Index: 1 {worst) to 7 (best)

a

Uganda Rwanda Kenya Tanzania

Philippines

) _:I I I I | I I
1

South Africa

India Egypt

Chart 37 Individual usage-Sour c e:
Reporto

Technol ogy

Business usage

i T h ermé@tiom k

(20

Internet usage is hindered by the lack
of Internet support infrastructure of the
country and the low rate of computer
literacy in Uganda. This is illustrated
by the low individual usage rate, as
per Chart 3.

Affordability, that is, the cost of access
relative to oneds
stifles demand (see section
fAffordabilityd on page 10).

This report considers the two industries (IT & ITES) and local versus export business.

M Local business

Business usage

Index: 1 fworst) to 7 (best)

37
35
33
31+
29
27
25 -

Ugenda Rwanda Kenya Tanzania  South Africa

Philippines

India Egypt

AThe
(2014)

Chart4i Sour ce:

Gl obal

I nf or me

In general, business usage of ICT
remains low in Uganda, as shown on
Chart 4. Still in the early stages of its
development, the Ugandan business
environment has not yet reached a level
of maturity that would drive the growth
of the local IT & ITES industry.
Ugandan SMEs, which represent the
largest demand potential, are still
economically fragile. As a consequence
very little investment capacity is
available to fund locally outsourced IT
or ITES services.
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Larger Ugandan companies have started outsourcing their IT & ITES services, n particular, some
telecoms companies.” They generally have their own in-house IT and/or ITES resources. A case in point
is the telecom industry whose constituents handle their call centres in-house.

The Ugandan subsidiaries of international companies adopt the same approach when the local subsidiary
is large enough to sustain a local team. If not, they will insource services from other larger subsidiaries in
Africa or further afield. The local IT & ITES industry does not benefit from such opportunities.

The absence of a critical mass of Ugandan business has implications for the Ugandan IT & ITES
industry, notably SME companies: revenues are expectedly low, and most importantly in the context of
exports, local companies cannot hone their skills, further develop them, or build-up a portfolio of credible
references, all of which are key to drive a successful export strategy.

An emerging and yet unsophisticated local customer base does not induce Ugandan IT & ITES
companies to bring out their best and provide top notch services®’. The lack of a market-driven, virtuous
pull towards superior service delivery does not help the cause of an industry soon to take on competitors
in other parts of the world.

Government usage

. Government Online Services Index
Government has started using

information and communication 065
technologies (see Chart 5) to 06
deliver public services in a
convenient, efficient, customer-
oriented and cost-effective way.
A number of initiatives have

been identified: Government-to- 043

Government (G2G), ~ 0.
Government-to-Citizen,

Government-to-Business and ’
Government-to-Employees : I
(G2E)2. NITA-U has in fact ..

=
n
o

=
n

=]
=

Index: 1 (worst) ta 7 (best)

o
w
n

=]
w

been tasked to drivg a n':'lmbzesr Uganda Rwanda Kenya  Tanzania South  Philippines  India Egypt
of e-Government initiatives””. Africa

Results should become visible Chart5i Sour ce: f@AThe GI obal I nformati on
in time.

Currently, hardware and proprietary software represent the main IT-related procurement expenses by the
Ugandan government, with large contracts typically being awarded to a limited number of supi)liers.
Government has started recognizing the outsourcing potential e-Government initiatives have® and
procurement strategies for promoting the local IT services sector are starting to be considered.

As captured by the World Governance Indicators, corruption remains a concern. The cost is double: it
prevents the development of SMEs and leads to the creation of bureaucratic control measures that
suffocate the same smaller companies it is supposed to help.

% Airtel has subcontracted their call centre operation to ISON BPO. MTN has contracted NFT Consult (a member of UBPOA) for
HR-related BPO work.

% As a case in point, interviewed Ugandan IT service providers have expressed their frustration from the lack of appreciation for the
support services they have offered to their customers, as a part of the development of a web site or a software application.

2 A study conducted by Robert Waisma and Constant Okello-Ob ur a , fi Ttent havedQGTs antributed to eGovernance in
Uganda?0 descr i bGogernmentpmjectsin Ugahda and their related challenges.

Zsource: Al CT Sector Str at e2gly2 Ga)nod, | Mivreissttnreyn to fP 1 lamf o(r2n@alt5i.,on and Commu

*source: AEnhancing Ugandadés Competiti venes sBusiness Prackss Outsaurcingn Tec hnol
Strategy and Model 20120, Nati onal I nf-&Jy mati on Technol ogy Authority,
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5 Market opportunities and demand: local, regional and
Europe/North America/Asia

Within the country, the largest short-term opportunities for the Ugandan IT & ITES industry will arise
from its weighty sectors: agriculture, health, tourism,” telecommunication industries, banks, insurance
and public administration. These will be the industries with the means to sustain IT & ITES work.

The government has launched e-Government projects to increase information access as well as generate
local outsourcing work, which will create references and skills.

For Ugandads small enterprises, greater digitization w
streamline their work process methods, and expand their reach via e-commerce. Today, many

organizations and companies still rely on manual systems or outdated digital ones. Significant efficiency

gains will be achieved by improving their IT systems.

As a benchmark, a recent McKinsey study shows that new web applications could account for up to 22%
of C hlabous-@reductivity growth by 2025.

The regional market has the best export opportunities, short to medium term, for Ugandan IT & ITES
service providers. The most natural business opportunities will be found among its neighbours, notably
Kenya, Rwanda, two of the most dynamic performers in the region. Kenya has a larger population, a
more mature, solidly developing IT & ITES industry driving demand for IT & ITES services. Rwanda,
already a significant trading partner for Uganda (exports), has been identified among the most dynamic
countries (as measured according to the ITU ICT Development Index. Both countries have the highest
Network Readiness ranking in the East African region (refer to Chart 6, page 41). Beyond these two
countries, the Ugandan IT & ITES industry should also address opportunities in the emerging regional
markets such as South Sudan, Central African Republic and Somalia, piggy-backing on existing ties at
government level.

Regarding the international market, a study commissioned by NASSCOM, a trade association of Indian
Information Technology and Business Process Outsourcing industry, shows that total revenues for
technology and business services has the potential to grow many-fold, from the current USD 500 billion to
approximately USD 1.5 to 1.6 trillion by 2020%°, Today's core markets will grow up to one and a half times,
contributing 20% of incremental growth. The remaining 80% is likely to come from new verticals,
customer segments and geographies.

ZAThe direct cont Tourlsm to GBPwa®UGX220%2bne(3.3%&f total GDP) in 2013, and is forecast to rise by
7.0% in 2014, and to rise by 5.8% pa, from 2014-2 024, to UGX4,334.3bn (3. 2%:XhéWdrdTraadl& GDP) i n :
Tourism Council (WTTC).

% perspective 2020: Transform Business, Transform India, p. 21.
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CURRENTLY UNTAPPED CUSTOMER SEGMENTS WILL DRIVE
UP TO 80% OF INCREMENTAL GROWTH BY 2020

Total addressable market for global sourcing and domestic outsourcing, 2020

USD billion
380420 1,500-1,640
230-250
190-220 | |
200250 | |
500 ; ;
Almost 80% of growth from
markets that are not core toda
Core markets Growthin  New New Outsourcing
2008 core markets verticals in  customer market in
* 6 verticals** developed segments new
* North America countries * SMBs geographies
Westemn Europe, Japan * Public sector * Brazil
* Large enterprises * Healthcare * Russia
* Media* * China
* Utilities * India

* Printing and publishing
** BFSI, telecom, retail, phamna, manufacturing, travel
Source: Gilobal Insight, Gartner July 2007

Figure 917 Where does the growth potential lie?

Medium to long term opportunities will arise from demographic and macroeconomic trends:

1 New opportunities will emerge in specific verticals:

0 Healthcare services for ageing populations.

o Productivity solutions and redesigned processes to address the talent shortage affected
by an ageing population in some European countries (e.g. Italy, Germany, and the
Netherlands) and Japan, as well as the USA.

o Cleantech: innovative solutions will be sought for reducing carbon emissions and
improving energy efficiency (e.g. CO2-emission monitoring).

o Applications supporting the Internet of Things, with the explosive growth expected in the
number of devices connected globally.

Adoption of global sourcing will increase to overcome the deficit in working-age talent in some
geographies.

Fast-growing economies such as those of the BRICS (Brazil, Russia, India, China and South
Africa) will require different value propositions and business models. Half of the 380-420 million
USD potential market in the BRICS will be with China and 25% with India.

Social and environmental trends:

0 Increased connectivity will boost new customer segments in target markets, notably the
SME segment.

o New delivery platforms are emerging and expected to grow rapidly (e.g. mobile
payments; mobile TV; Software as a Service or SaaS; cloud computing, etc).

Business and technology trends:

0 Labour supply chains will become "virtual* (location-independent), enabling seamless

global delivery.
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0 Automation and standardisation of processes and services may shrink existing market
segments (e.g., data entry services).

As aresult, as shown on fFigure 97 Where does the growth potential lie?0on page 19, core markets will
expand up to 1.5 times. Driven by economic growth, today's core markets (large enterprises in banking,
financial services, insurance, telecom, retail, manufacturing, pharmaceuticals and travel in the US,
Western Europe and Japan) will grow from around USD 500 billion today to 700-750 billion in 2020.

Specifically, for the Ugandan IT & ITES industry, market opportunities will initially be focused on
applications.

6 The proposed export market strategy

6.1 Export market opportunities for the Ugandan IT industry

Little structured data is available to provide information on the state of the Ugandan IT industry.
Discussions with stakeholders and review of the applications sent in by firms wishing to participate from
the NTF 11l sponsored export measures confirm that services provided are of entry-level nature, focusing
on desktop applications, web design, mobile phone applications (not much enterprise level technologies,
such as Oracle 11g or Apache).

These entry-level applications are those that should be offered in export markets. Web design, app
developments and e-commerce are the skills most in demand, as confirmed by jobs posted on
freelancing platforms.

The recommended geographical scope of exports is summarized in Table 4, page 23. Given their early
stage of development, the recommendation is for Ugandan IT companies to focus on regional markets
(East Africa, notably Kenya and Rwanda) rather than going too soon after markets beyond those
boundaries for its export undertakings.

The routes-to-market strategy will be to follow a direct, one-to-one, market development approach
focused on the African continent, and more specifically on its East African neighbours for the delivery of
basic IT services in the area of web developments i design, programming and development i and mobile
applications.

A special case of direct market access route for IT & ITES services, which appears to be underestimated
based on discussions with IT & ITES stakeholders, is the possibility to access customers through
freelancing platforms (such as Elance®’ or Upwork) and other e-commerce platforms displaying the
products and services of Ugandan companies.

Freelancing platforms offer unique benefits which should not be dismissed too quickly:

1 Low cost of accessing customers.

Develop a first relationship with an international customer and build up a reputation

Abilityt o devedstifs. oneb

Particularly well-suited for people in remote communities.

And for women specifically, these platforms provide work opportunities which are not available
through traditional work, as shown by Figure 10 and Figure 11 below?®.

=A =4 -4 -4

" Now part of Upwork, and whose web site will be discontinued by the end of the year.

% More eLance survey results on women in IT available here.
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Do you feel that sites like Elance provide
more work opportunity for women vs.
traditional employment to grow their careers?

Figure 10 - Source: "Women in Technology 8 April 2013" survey by eLance

How has online work helped grow your career?

3
| am judged more by my skills than (1]
my gender @ 60 A)
Online work provides more
opportunity to spend time with
family

| am able to stay home with
my family

There are more opportunities for my
specialized skill sets

It is easier to work online with multiple clients

than trying to compete for a full-time job
| can get work experience without being 0, 650/
required to go to college 16% - 0

Diversity of clients and
projects from online work
provide career growth.

The diversity of projects provides more learning 65%
opportunities to strengthen my skill sets °

Figure 117 Source: "Women in Technology 6 April 2013" survey by eLance

More results from AWomen in | TO6 suhereeys produced by EI

Statistical information provided by Elance & Odesk (these companies have now merged to become
Upwork) shows the following revenue figures for both IT & ITES jobs:

1 Last 12-months revenues:
o Per company: USD 1'700.
o Perindividual: USD 2'100.
1 Life-time earnings:
o Percompany:USD3 6000
o Perindividual: USD 3'700.
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It should be noted that freelancing platforms are mostly used by SMEs, which is where the Ugandan IT &
ITES industry is likely to be successful. Statistics shown by these sites are thus representative of the job
market for the Ugandan IT & ITES industry.

The indirect market access route for IT services will be more difficult to activate than for ITES due to
the more complex nature of IT services and the early stages of the development of the industry. However,
it is worthwhiletover i fy a possi bl e i nt er e $heindirect nthket accesslraatd
for ITES , by working for example through Indian companies.

Regarding Impact Sourcing organizations, none is known to offer IT services to its customers.

6.2 Export market opportunities for the Ugandan ITES/BPO industry

Although in time, Ugandan ITES firms will undoubtedly be delivering knowledge process outsourcing
(KPO) services given the pool of well-trained doctors, accountants, legal practitioners and pharmacists, to
name but a few. For now, the ITES industry should mostly remain focused on providing basic ITES
services in its export endeavours:

i1 Basic data services (e.g. data entry and processing, transcription, data conversion from one
format to another, image-tagging and digitization services), also known as back-office work.

91 Basic voice services (e.g. telesales, taking sales orders).

9 Basic rules-based decision-making (e.g. processing accounts payable and insurance claims).

The delivery of these services does not require pointed vertical expertise such as the one needed in
Knowledge Process Outsourcing (KPO), which hinges on advanced analytical and technical skills as well
as a high degree of specialist expertise.

A threat that should be recognized is the one stemming from process automation technologies.

Over a tenth of the opportunity in core markets, which is estimated at 500 to 700 million USD is at risk of
shrinkage by 2020 due to automation and process standardisation®® . The risk is more pronounced in the
following areas:

I Business services segment, where parts of major processes that can be globally
sourced (comprising basic voice, basic data and basic rules-based decision making)
can be automated.

1 Technology services, where parts of traditional processes (largely application
development and maintenance, testing) are at risk due to productivity improvement,
process standardization and automation.

It is difficult to assess when these new automation technologies will become viable, but 5 to 10 years
horizon seems realistic. The transitioning period may be one where the ITES industry will be called to
offer its services to check the work done by these automated work processes technologies, contributing
to their betterment in doing so.

Geographical expansion strategy for ITES

Table 4 below summarizes the recommendation for a phased geographical expansion strategy for IT
and ITES.

1 fPhase 1a this is the first phase of the market development initiative. It will probably extend for a
period of 3 to 5 years, on average. Uganda is shown for reference.

pperspective 2020: Transform Business, Transform India, 2009.
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T APhase

1 / selected

compani eso:

same as

companies since the activity requires a certain degree of experience which will not be widely

available amongst Ugandan ITES service providers.

1 Phase 2: in about 3 to 5 years minimum, once experience has been gathered in offering the next
level of services.

Voice ITES Data ITES Knowledge IT
Processes ITES
Uganda Phase 1 Phase 1 Phase 1/ Phase 1
selected
companies

Eastern Africa Phase 1 Phase 1 Phase 2 Phase 1
Rest of the Phase 1/ Phase 1/ Phase 2 Phase 2
World selected selected

companies companies

above,

Table 47 Recommended geographical export strategy for IT and ITES

Routes to market strategy for ITES

The routes to market strategy for ITES will be more diversified than what is recommended for IT as
shown on Table 5 below:

Direct market access (IT & ITES) Indirect market access (ITES)

Face to face Freelancing platforms Through Impact
contacts established Sourcing
ITES players
Eastern P Small revenue-wise, important to Minor, opportunistic

Africa build expertise and customer contacts

Rest of P P P P

the

World For selected
ITES
companies, by
participating in
events with the
support of
agents/local
diaspora

Table 57 Route to market strategy ITES

The direct market access route for ITES is the one where companies engage directly with the end-
customer. It is the most rewarding from a commercial development perspective, and strategically may
allow companies to grow their relationship and extend their business connections in the most effective
manner.

For exports, the direct market access route is also the most difficult to execute, given the lack of
references in the target market, the lack of a local presence (an office) and the costs associated in
sustaining such route. Realistically, only a few companies will be able to engage in such endeavour,
especially when Western markets are considered. For distant market entries, support from the local
diaspora should be sought, and the use of agents considered.
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The indirect market access route for ITES is the one in which the customer relationship and the
corresponding contractual relationship is managed by a third party that has a local presence. This market
access strategy has some drawbacks since the Ugandan ITES company will not be in direct contact with
the final customer, which is very often a necessary prerequisite to drive growth. An additional
disadvantage is that net revenues will be substantially lower as a percentage of sales will revert to the
company handling the commercial relationship. On the positive side, the cost of developing a market will
remain low, as they will be shouldered by the partner. It is also a path to acquire and hone certain skills
which could otherwise not be used.

Providing outsourcing services to outsourcing companies: Uganda ITES companies have the opportunity

to link up with established ITES companies in delivery countries such as India. The SITA program
(ASupporting | ndiceaedsf ofrr aAdfer i Rraedf) e rree p rUegsaenndtasipsaias too ppor t u
establish such contacts and provide their skills to an outsourcing industry in India that is faced with

increasing costs, which is an issue for entry level ITES services. Another challenge faced by large ITES

providers in established centres is related to the growth of the outsourcing market. There are
circumstances when demand for outsourcing talent will exceed the supply capacity in these traditional

outsourcing centres. Companies caught in such situations risk letting a business opportunity go to

another supplier, and in doing so allow a competitortoe st abl i sh a busi nestgritoryel ati ons
Ugandan IT & ITES industry business proposition to their partners in these outsourcing centres would be

to address both the cost and the under-capacity issues.

Another very significant opportunity which should be forcefully explored is developing business through
impact sourcing companies (such as DDD or Samasource). These companies have access to a blue-chip
customer base (such as ebay, Getty Images, Google, Trip Advisor), albeit for simple jobs, which most
companies in Ugandan can only dream of reaching in the foreseeable future due to very high access
costs and reputational barriers to entry.

7 Strategic objectives to solve Development issues

7.1 Strategic objective #1. Establish and manage industry metrics

This study has shown how difficult it is to assess where the IT & ITES industry stands today.
Consequently, it will be challenging to measure progress in time and identify corrective or reinforcing
measures to be taken. In the absence of data, actions will be driven by the instinct of industry
stakeholders, rather than hard facts. Therfore, it is highly recommended that a collection mechanism be
put in place to shed light on this nascent industry. The database underpinning this objective will require
coordinated effort with the Uganda Registration Services Bureau (URSB) and Uganda Revenue Authority
(URA).

The International Trade Centre has started producing a baseline study via the NTF Il programme,

analysing certain industry parameters, such as revenues, number of employees, industry focus, export

engagement, etc. It is recommended that this study be closely reviewed by the Sector Export Plan Task

Force (see section, Implementation framework: key players androleso f or a definition of
Wherever possible, the key parameters of this baseline study should be taken on-board to produce

industry metrics which will be used in the years to come. It must be noted that the names of the

companies that participated in the survey will be kept confidential.

It is also advised to have a solid, constrained base to start from with a few key relevant parameters,
rather than trying to identify all parameters that will be needed one day.
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7.2 Strategic objective #2. Enhance calibre of the young talent IT & ITES pool

The lack of skills amongst fresh university software engineering graduates or ITES associates, as
described in this document, inflicts a heavy cost on the IT & ITES industry. In particular, SMEs that do not
have the means to provide the additional training needed to bring their new recruits to a satisfactory level
are at a significant disadvantage when competing against others.

Although focused on ITES, NITA-U6 secommendations articulated in their strategy report®™ now need to
be deployed for both the IT & ITES industry. The report calls for the following phases to be completed:

1. Skill Gap Analysis: the comprehensive study referred to by the ICT Ministry and NITA-U needs to

be commissioned to identify the current levels of skill sets in each of the above mentioned
attributes and identify gaps with the industry requirements. It will also outline the priority skill
development areas within the BPO industry.

Curriculum Design. A customer-supplier relationship mentality needs to be instilled in academia.
Universities need to accept that one of their primary roles is to supply well-trained graduates to
their customer base, the IT & ITES industry, whether that is public and private companies or for-
profit and not-for-profit organizations. A committee with representatives from both sides needs to
be setup and meet on a regular basis to assess that the objective of producing skilful IT & ITES
graduates is being met.

Program Accreditation Mechanism to confirm the quality of the courses provided by the various
ITES-BPO programs offered by training institutions.

On-going review and adjustments: steps described above will need to be repeated periodically to
ensure that timely adjustments are made, in view of evolving markets and technology.

7.3 Strategic objective #3. Close gender gap

The gender issue needs to be addressed specifically to ensure wider participation of women in the IT &

ITES industry. The following measures are proposed:

Category Issues identified Proposed measures
Social and | Outlook of a male dominated business | The press in general should relay the
cultural community on women.** importance of an increased participation of
norms women in the high value-added jobs market, of
which IT is one sector.
Build awareness in society (e.g. annual events
to recognize top women in the field).
Social/family pressure against
choosing IT.

®Enhancing Ugandads Competitiveness ies-BusintssProcess Qusourciigec hnol ogy

% This is not just a developing country issue as it can be testified from the following web page: http://gu.com/p/43eax/sbl
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Category

Issues identified

Proposed measures

Lack of participation of girls in science
and technology.

Lack of career guidance (sometimes
poor preparation of counsellors).

Lack of awareness of what an IT career
path may offer in terms of career
opportunities and flexibility (work from
home).

I T
choice.

not seen as a

Women are choosing careers based on

d0softe’ o skills

Develop career roadmap possibilities. PR
materials focused on high school and career
guidance service to make multitude of
opportunities visible.

Women are being shunt from male
dominated school networks.

TSIs need to develop women-focused
networking activities as well as committees with
a focus on the issue.

Participate i n k¢ A

women in IT summit.

There is a lack of role models.

Frequent lack of ambition,, amongst
young women.

Lack of aspiration on the part of many
women.

Lack of passion.

Storytelling and success stories by female role
models starting with young girls in schools, and
continuing into professional life.

Business case
jury/awards/training).

competition (with

Wo me n 8osialized behaviours and
expectations™®.

There are a decent number of women
in entry level jobs but too few of them
are moving on to leadership positions.

Incubators for women (see WITU HUB below).

Literacy and

Some hard skills are missing. This is

Review University curricula.

education not a gender specific issue. It is
compounded though by all the other
issues.
Funding Cost of equipment is a barrier. Enhance womendés access

Lack of funding and suitable financial
vehicles (e.g. Debt financing oriented
to service sector; bias towards only
funding traditiona
e.g. Hair salons and textiles).

capitalists, business angels or crowd funding
(private equity).

% The commenter means that some women will prefer to engage in a professional path further away from hard skills such as
science, physics and related subjects due to some of the issues identified in the workshop (lack of assertiveness, self-esteem, etc.).

* The commenter means that some women lack self-esteem, which is detrimental to their capacity to operate in a competitive
business environment dominated by males.
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Category Issues identified Proposed measures

Structural/ Limited data on actual participation of Government & TSIs to ensure the gender
Policy women in the sector. perspective in part of their actions plans. Also,
put in place measurement systems.

Government could do more. Government policy* (e.g. 30% e-Government
procurement to women owned/lead
enterprises).

Few women on board.

Few associations representing women | Ensure that increased industry representation
inIT. by women in the IT sector becomes one of the
objectives pursed by industry associations.

Support Lack of support/policies/structures for | Facilitate working from home in certain
structure moms working from home work-life | circumstances.
balance issues/dilemmas.

How can women break in when | Incubators: accommodate mothers by providing
business is often done outside of 9-5 at | a creche/day-care.
the office?

This report also recommends looking for international companies to sponsor women-in-IT initiatives.

For example, Google or Microsoft should be approached.

7.4 Strategic objective #4. Instigate a local environment conducive to the IT &
ITES industry

E-Government services

Success of the IT & ITES industry, notably SMEs, in export markets will depend on its ability to develop
solid competencies in their home market.

The main sector of the Ugandan economy thati s of suf f i c isetnatr tladalzZlTel&aTES
industry is government itself. The transition which will have to take place towards e-Government services
represents a significant opportunity for the development of local IT & ITES firms, a fact that is recognized

by the ICT Ministryi n Natiosal I&T Policy for Uganda, 2012.0 str at egy document .

The following measures will be put in place by the government:

9 Outsourcing-enhancing policies and incentives to transform government ICT operations within
MDAs (Ministries, Departments and Agencies) from procurement of products and people to
procurement of services from the private sector.

1 Set aside a certain percentage (for example 30%) of all public procurement spendings to small
and medium enterprises based in Uganda.

1 Identify all bidding requirements that preclude Ugandan SMEs®6 participation in government
tenders (such as excessive b i d d guard@dntees) and address them.

1 Encourage local firms to outsource. Consider tax provisions or other incentives to promote the
use of Ugandan IT outsourcing companies, notably SMEs.

1 The technical complexities of IT procurement (such as legacy or technological lock-in issues)
need to be reduced.

1 The lack of IT standards and interoperability frameworks needs to be addressed.

% The Association for Progressive Communications (APC) has developed a Policy Advocacy Toolkit (see toolkit developed by APC).
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1 Payment terms need to be respected: too often payments will take over 90 days to reach the
services provider.

Government will also keep the existing momentum to further improve the legal framework (e.g. IP & Data
Protection laws) conducive to an outsourcing industry.

The target should be for the Ugandan Government Online Service Index ( s eExhibit 517 Government
Online Servicesd0 0 n 4f)doglkace the country:

1 Inthe number 4 position amongst its East African neighbours, within the next 2 years.
1 Inthe number 2 position amongst its East African neighbours, within the next 5 years.

Incentives measures for IT & ITES companies now need to be implemented. The Ministry of ICT, in its

fNational ICT Policy for Ugandaod refers to the need to fprovide incentives such as tax relief for network
infrastructure, ICT development, application tools and software, and reduction of excise tax as well as
VATonICTend-user equi pment in order to i niparedsvne infarmatiens s and
that it has yet happened.

Strengthen industry associations

Amongst the two IT & ITES industry associations, BPOA and ICTAU, the latter is the one facing more
challenges today. It stands at a point where it needs to fundamentally rethink the services it provides and
the way it communicates them to its constituents. Discussions with IT industry stakeholders show that the
value it offers to the industry is not perceived as outstanding or even satisfactory by many of its
stakeholders. The cause and effect dilemma it currently faces needs to be broken: no perceived value by
target members, target members do not join, membership fees do not cover the operational budget of the
organisation, and no services are offered.

There are a number of measures which will need to be taken to take corrective action. It is proposed that
these actions also be implemented by BPOA and ICTAU to reinforce their position towards their
members:

1 Consult with members and non-members to identify desired services expected from their industry
association.

1 Assess types of services available to members and non-members (what does the membership
fee provide you with?). Examples of such value: providing market intelligence to the two
organisations, for the benefit of their members and establishing linkages with potential target
clients in the East African Community and COMESA and even possibly in Western markets.

1 Derive action points with dates and responsibilities.

1 Make a point to communicate progress to members and non-members. The communication plan
is part of the action points list.

1 Consider revising the structure of the organisation (management, funding, etc.) where necessary.

Financing

Ugandan IT & ITES companies, notably SMEs, are challenged by the limited financing opportunities they
have in their home market. Cost of capital remains high. Start-up companies have an even bigger
challenge in financing their growth due to the lack of a venture capital industry.

Amongst the measures that need to be considered:

1 Instigate the creation of SME funds investing in equity and debt of Ugandan SMEs on the model
of the successful Business Partners International (BPI) fund in Kenya.

1 Interest rate subsidies to companies that match minimum criteria laid out by NITA-U.

1 Facilitate access to financing for companies that have contracts on hand (for their working capital
requirements).
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Mentoring

A number of companies are starting to develop with a business model centred on bringing a generic
product or service to market. Such business model is potentially highly rewarding for successful
companies. However, the risk of failure is also significantly higher as more hurdles are faced by product-
and service-based companies.

This is why this report recommends to put in place a proper mentoring structure with an individual,
personalized follow-up of companies in that space. The mentoring program aims at providing value-
added in the following areas:

1 Devising a strategy and conducting business development activities;

1 The development of partnerships and collaborations;

1 Organizational optimization (productivity and performance; optimizing the utilization of human and
technical, organizational congruence with company strategy);

I Financing (financing strategy, access to investors, matching of investors and companies,
negotiation and fund raising).

The benefit of mentoring is that unexperienced entrepreneurs get access to experienced industry
participants to test the validity of their expansion plans in a sounding-board method.

Mentoring, by being focused on the specific circumstances of a given company, is a good complement to
industry-wide support initiatives.

7.5 Strategic objective #5. Develop export capabilities of SMEs

Under this objective, this plan recommends pursuing what the NTF Il Uganda IT&ITES project started
with 30 selected enterprises: i.e. to enhance export capacities of beneficiary enterprises by increasing
exports and improving their visibility on the international market. The relevant TSls, will instigate the
following measures for the benefit of the industry:

T Improvet he visibility of Ug(afinldgaatnsd al T T& & T ETSE S rnindnudsutsrtyr y
target geographies. This point is developed in a separate document.
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1 Enhance their service portfolios for members through the implementation of a competitive
intelligence model for actively informing on industry developments, business opportunities and
market trends.

1 Create linkages with prospects in target geographies & segments (for IT, in regional markets, and
for ITES according to Table 4, on page 23) through one-to-one matchmaking events. This will
involve the active participation of the relevant TSIs, Uganda Export Promotion Board, and in
some instances, the Ugandan diaspora.

1 Create linkages with trade associations in other countries (BASIS in Bangladesh, the regional
Africa ICT Alliance, and IAOP etc.).

1 Beyond the basic skills mentioned under strategic objective #1, training should also be provided
on topics of high relevance for exports:

0 Business education in export-related matters (e.g. business negotiation assistance,
financing instruments etc.) and mentoring of start-up companies.

o Certification on specific standards, coupled with training on best-working practices, with
an initial focus on 1ISO 9001, the quality management system, and project management
methodologies. In time, more specific certification training will be given on methodologies
such as CMMI (Capability Maturity Model Integration), which is applicable to the IT
industry.

Training can be face-to-face or can be directly used by individuals viae-l ear ni ng pl atf or ms suc!l
SME Trade Academy.

7.6 Strategic objective #6. Place Ug a n d a & BTES industry on the map

Previously mentioned strategic objectives will only be met, if the international community of prospects is
favourably inclined to consider the value proposition put forward by the Ugandan IT & ITES industry. This
will require a concerted communication effort to reduce any of the negative attributes of the Ugandan IT &
ITES brand, whilst leveraging the favourable perceptions that might exist. Priority measures include the
creation of a web portal/directory of Uganda enterprises as well as global e-commerce presence (these
two measures are supported by the NTF Il programme). A specific document prepared with NTF Il
support called Al T&I T Héscrifes n tetail theNdoopoked maasuigs irPthiscared.

7.7 Strategic objective #7. Exports of IT & ITES services take-off

In devising a market development strategy, two dimensions have to be considered:

1 The geographical dimension.
1 The scope of products/services offered.

Developing businesses along these dimensions entails risks (and opportunities), which increase:
1) With geography and with distance (in the sense of market affinity).
2) When the fiscope of products / serviceso dimension i

In devising an export strategy, it is hence strongly recommended to not cumulate two degrees of
complexity by offering new services to new markets, as it significantly increases the probability of failure.
Geographical or service offering diversifications could be attempted on their own whilst keeping the other
dimension in mapped terrain.

Regarding the export strategy for Ugandan IT & ITES services, it is imperative to identify those that
constitute the core offering of Ugandand6s companies in
offer what they are capable of doing. This varies by company. There is consensus that the industry is still
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in the early stages of its development, and that the services delivered, whilst taking into account the
situation, are generally of the entry-level type.

Ugandan IT & ITES companies will deploy their export initiatives by first offering basic services. This
prudent approach will ensure a better control over the quality of services delivered and reduce the risk of
reputational damages:

91 For IT: desktop applications, web design or mobile phone/tablet applications.
1 For ITES: basic data, voice or rules-based decision-making services (see examples in paragraph
6.2, on page 22).

The geographical reach for services offered by the IT & ITES industry in export markets will depend on
the chosen routes-to-market strategy and the level of maturity of the concerned company.

Direct market access Indirect market access
Face to face | Freelancing Through Impact Sourcing
contacts platforms established ITES
players
Developing .
companies East African focus,

East African focus

and selected P P P
geographies
(Northern Europe
& North America)

More established
companies

Note: Today, mo st Ugandan | T companies f i tgandandTES epagidsoapi ng c omp
be found in both the fADevel optialgl icohmpd nd empa minads d hea tidMparei e s .

Quantitative target: IT services exports are at 140+ million USD in 2017 and projected to reach the 200
million mark in 2020. The baseline is provided by the UNCTAD statistics which show that export of
AComputveirceSser in 2013 are estimated to be worth 77 mild!l

8 Implementation framework: key players and roles

ThisIT&l TES export planbés i mplementation wi KITESsectomoni t or e
mar keting plands i mpl e me sinpkcity]tleesame implemertatiom and enonitoeng a n d
mechanism is recommended. Until the NTF Ill programme is in force, i.e. mid 2017, the local NTF lli

Project Steering Committee (PSC) will be in charge of the implementation and monitoring of progress of

the two plans. PSC meetings are foreseen to take place three times a year. Thereafter, the PSC is

recommended to remain in place without NTF Ill. Progress can only be achieved by having work teams

come together on a regular basis, as often as needed in between PSC sessions. It was agreed that NITA-

U should take the lead in driving the actions identified during the workshop. In line with its commitment,

NITA-U will incorporate this Export plan into their strategic plan, which is expected to be published in the

year 2016.

In terms of content, the IT & ITES sector marketing plan was reviewed bilaterally with the involved TSls
and eventually was validated for finalisation with key sector stakeholders (NITA-U, BPOA, ICTAU, UIA) in
a workshop in Kampala on 29 June 2015. The same process took place for the content of this IT & ITES
sector export plan, whereby key Ugandan IT & ITES stakeholders were involved bilaterally and then in a
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workshop (NITA-U,BPOA, ICTAU), which took place on 30 June 2015 in Kampala. Strategic objectives
were reviewed and a set of key actions points was identified. The teams attending at the finalisation
workshops made a proposal to assess which organisations should be actively involved in driving each of
these actions points, using the RACI matrix classification (see table 6) ). The RACI methodology
determines who are Responsible, Accountable, Consulted and Informed.

Success in achieving the strategic objectives identified in this plan will hinge on the capacity of the PSC/
Ugandan stakeholders to mobilize their forces in:

1. Identifying the key tasks that will pave the way in reaching these strategic objectives.
2. Forming a dedicated team (the Sector Export Plan Task Force) nominated by the local NTF 1lI
Project Steering Committee (PSC) to deal with each of these tasks,

Figure 12 below shows the cascading relationship between the overall plan, the strategic objectives and
ultimately the tasks that need to be executed in order to deploy the plan successfully.

Figure 12

The overall responsibility for the implementation framework will be assigned to the Sector Export Plan
Task Force Director: In his or her capacity, this person will organize regular progress review meetings
with all stakeholders assigned to the identified tasks, as frequently as needed, to ensure consistency in
project execution, congruency of tasks (e.g. identified tasks reinforce each other, in the pursuit of the
overall objective of the plan) and pro-active adjustment to unexpected changes in the surrounding
environment. NITA-U will assume responsibility for this role by assigning the role of Sector Export Plan
Task Force Director, who will report progress of the task force at each NTF 11l IT & ITES PSC meeting.

Table 6 7 Implementation framework identifies the seven strategic objectives which should be pursued as
a priority in order to enhance export capabilities of the Ugandan IT & ITES industry, with their
corresponding action items.
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Table 67 Implementation framework

Strategic Strategic Activities Responsible Accountable Consulted Informed
objectives Intervention
Sector Export Plan Task Force Director
S1 Establish and Enable stakeholders | Review existing NITA-U NITA-U ICTAU-UBPOA; and | MoICT
manage industry to measure progress | metrics amongst all private enterprises Associations
metrics and take corrective IT & ITES members
measures where stakeholder groups
needed
Identify key metrics,
notably those that
track key
performance (KPIs)
S2 Enhance calibre | Improve workforce Identify relevant NITA-U; private NITA-U ICTAU-UBPOA MolICT
of the young talent | quality to ensure missing skills; enterprises Educational
IT & ITES pool that the quality of Put in place a institutions
services delivered is | mechanism to track Associations
fit for exports and trace progress members
Weaknesses are Uganda National UNCHE NITA-U MolICT
addressed through Council for Higher ICTAU-UBPOA Associations
curriculum changes | Education Educational members
institutions
MOESTS
Develop an Ministry of NITA-U ICTAU-UBPOA MolICT
internship strategy Education, Science, MOEST Educational | Ministry of Gender
Technology and institutions Labour and Social
Sports Development
Associations
members
Program Uganda National Uganda National NITA-U MolICT
accreditation criteria | Council for Higher Council for Higher ICTAU-UBPOA Associations
developed Education () Education () Educational members
institutions
Ministry of

Education, Science,
Technology and
Sports (MOESTS)
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Strategic Strategic Activities Responsible Accountable Consulted Informed
objectives Intervention
S3 Close the Increase Build awareness Ministry of Gender MGLSD NITA-U Associations
gender gap participation of Labour and Social ICTAU-UBPOA members
women in the IT & Development MolICT
ITES industry (MGLSD)
Create framework NITA-U MoICT ICTAU-UBPOA Associations
for women in IT Incubation hubs members
initiatives MGLSD
S4 Instigate a local | Strengthen Develop incentives MoICT NITA-U ICTAU-UBPOA PSFU
environment Ugandan IT & ITES Educational Associations
conducive to the IT | industry by enabling institutions members
& ITES industry. its skills to be MOESTS
deployed in the local | Strengthen industry ICTAU-UBPOA ICTAU-UBPOA NITA-U;UIA; UEPB Associations
economy associations members
PSFU
MolICT
Develop funding Ministry of Finance, | MolCT NITA-U Associations
opportunities Planning and ICTAU-UBPOA members
Economic PSFU
Development () Innovation hubs
Support innovation ICTAU;BPOA NITA-U ICTAU-UBPOA MoICT
& incubation MOESTS
Innovation hubs
Enhance Uganda Revenue NITA-U ICTAU-UBPOA MolICT
governance Authority (URA) URSB
capability of SMEs UNBS
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Strategic Strategic Activities Responsible Accountable Consulted Informed
objectives Intervention
S5 Develop export | Increase Ugandan Identify relevant NITA-U NITA-U UEPB MolICT
capabilities of I' T & | TES | standards required ICTAU-UBPOA
SMEs participation in for successful export PSFU
international trade outcomes
Support B2B events | UEPB IOFA MolCT,;
with market linkages | BPOA BPOA; ICTAU PSFU;UIA; Embassies/MFA
ICTAU Embassies/MFA
S6Put Ugan ( Referto Marketing plan
& ITES industry on
the map
S7 Exports of IT & | A focused export Create B2B linkages | BPOA BPOA;ICTAU UIA MolICT
ITES services take- | drive is implemented ICTAU; ICTAU-UBPOA Association
off private enterprises NITA-U members
E-commerce ICTAU-UBPOA,; UEPB MoICT
platform private enterprises BPOA;ICTAU UIA Association
implemented NITA-U members
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9 Risk assessment

Risk

UBPOA and ICTAU do not
succeed in raising the level of
benefits to their constituents.

eGovernment measures boosting
outsourcing are not implemented.

Automated BPO technologies
deploying more rapidly than
expected.

Global sourcing slows down

considerably.

Skills improvement measures are
not catching.

Probable Adverse Impact

Moderate / High

As identified, it will be imperative for
the two associations to ensure that
more benefits be provided to a larger
community of industry participants,
to increase the number of paying
members. If this objective is not

achieved, IT and/or ITES
associations will not be able to
develop and become financially

viable in providing valuable services
to their constituents. It is a cause
and effect dilemma needs to be
managed carefully as the delivery of
further-reaching benefits will require
an investment, which cannot be
recovered by increased membership
at the beginning.

Moderate / High

The local IT & ITES industry does
not have the means to hone its skills
in its home market, which leads to a
significant competitive disadvantage
against other IT & ITES players.

Low to medium

The basic voice, basic data and
basic rules-based decision making
services are increasingly becoming
automated. Cost of labour does not
constitute a sufficient competitive
advantage anymore.

Low
Factors such as protectionism
(increasing unemployment),
promotion of close-shore

destinations by governments etc. are
impacting the export potential of the
Ugandan IT & ITES industry.

Medium

Quality is still an issue, which is
difficult to hide from targeted export
audiences.

Mitigation

Obtain commitment at board level of
the respective associations.

Government acknowledgement of
importance  to  introduce the
necessary changes in a timely
manner.

The Ugandan IT & ITES industry
should not lose sight from the
necessity to move up the value
chain by providing more complex
services, as its industries mature.

Ensure a robust domestic & regional
market.

Sustain training programs.

Ensure FDI initiatives are targeted
on an on-going basis towards
companies bringing the best-working
practices to Uganda.

Outsourced e-Government initiatives
need to be sustained as they too
induce local companies to perform at
a better level.
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Risk

Faster development of certain

outsourcing
China).

locations (such as

Probable Adverse Impact

Competition is  more
pressure on margins.

intense,

Mitigation

Stick to a well-defined niche
strategy.

Ensure quality.

Slowly but surely move up the value-
added services curve.
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