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CTA STAKEHOLDERS

Briefing Notes
Background

Uganda’s vision 2040 and the National
Development Plan Il (NDPII) recognize the
potential and the need to harness development
through industrialization. Because of its great
potential, the Cotton Apparels and Textiles
(CTA) industry has been identified as critical to
attainment of this objective.

Among others, the industry is seen as a key
driver with extensive backward and forward
linkages to the wider economy and has potential
to create numerous jobs, earn foreign exchange
and transform the economy.

With the second National Development Plan
(NDPII) scheduled to end in June 2020, the
National Planning Authority has embarked on the
preparation of the third National Development
Plan, NDPIIIl. The strategic direction of NDPIII
leverages the achievements attained in NDPII
and the CTA industry is central to the plan.

The industry is viewed as fundamental to the
process of industrialization and the pursuit of the
national vision of ‘a transformed Ugandan society
from peasant to a modern and a prosperous
country by 2040’. The National Planning Authority

Objectives of the Learning Tour

(NPA), with the assistance of Msingi East Africa,
is currently developing a strategy to fully harness
the potential in the CTA industry.

A key activity in the strategy development
is to expose critical stakeholders to relevant
experiences that will foster a fuller appreciation
of what Uganda can do to support sustainable
extraction of value from the CTA industry. For
this purpose, the NPA and Msingi East Africa
have chosen India and Sri Lanka for the 5-day
learning trip.

India and Sri Lanka offer excellent case studies
of one, a country that has implemented a very
successful policy driver to support the cotton
industry and attract FDI; and another that has
excellent apparel manufacturing platforms.

PVH (a US-based global apparel company keen
to promote the development of Uganda’s textiles
and apparel industry) has organized a robust on-
ground programme that will allow the Uganda
delegation to interact with policy makers, private
sector manufacturers and visit factories for first-
hand experience of how policy can motivate
private sector to achieve sustainable growth.

Learning tour of India and Sri Lanka

To provide an opportunity for key stakeholders from Uganda to visit countries whose Cotton,
Textiles and Apparel industries provide useful lessons on policy initiatives and other economic
incentives that governments can promulgate to trigger and encourage sustainable growth in
the CTA industry

To meet government officials and understand the opportunities and challenges that some policy
initiatives may generate

Understand how different agencies have been set up, structured and harmonised to provide
support across the value chain - from raw material production to manufacturing and marketing
of the end product

Appreciate, especially by interacting with manufacturers in Sri Lanka best-in-class factories that
show where the future of the CTA industry is headed

Through the PVH intervention, create opportunities to meet potential investors interested in
setting up shop in East Africa generally and specifically in Uganda

By learning through seeing and experiencing, engender greater buy-in of the Uganda CTA
strategy and inspire motivation for its implementation
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Why India

Indian textiles and apparels have a history of fine craftsmanship and
global appeal. Cotton, silk and denim from India are highly popular
abroad, and with the upsurge in Indian design talent, Indian apparel
too has found success in the fashion centres of the world. Here are
some facts of interest:

¢ India is the world’s second-largest exporter of textiles and apparels,
with a massive raw material and manufacturing base. The sector
contributes about 7 per cent to industry output, 2 per cent to
the GDP and 15 per cent to the country’s total exports earnings.
It employs about 45 million people directly.

¢ In 2017, India’s share in global trade of textiles and apparels was
approximately 5 per cent.

* It is the largest cotton producer in the world (35.1 million bales
of 170 kg each)

* |ts fibre exports in 2017-18 were valued at US$ 2.48 billion. Main
markets for Indian textile and apparel exports are: the US, the
European Union, Asia and the Middle East.

* Total exports of textiles and apparel from India are expected to
touch US$ 82 billion by 2021.

¢ To promote exports of readymade garments and made-ups,
India increased an export under its Merchandise Export from
India Scheme (MEIS) from 4 to 6 per cent. This is a duty credit
scrip which is freely tradeable/transferable.
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7%

Percentage contributed by India’s textile
sector to industry output, 2 per cent to
the GDP and 15 per cent to the country’s

total exports earnings. It employs about
45 million people directly.

—
5%

India’s share in global trade of textiles and
apparel. It is the largest cotton producer

in the world (35.1 million bales of 170
kg each)

from India are highly pop-
ular abroad, and with the
upsurge in Indian design
talent, Indian apparel too
has found success in the
fashion centres of the
world.

‘ Cotton, silk and denim



Why Sri Lanka

The Sri Lankan apparel industry got its start in the 1960s and is among the fastest growing in South Asia.
From its low labour costs and proximity to major importers of clothing and textiles, Sri Lanka has experienced
a steady 6.3% growth between 2002 and 2013. Some pertinent facts:

Since 1992, the apparel industry has been the largest foreign exchange earner for the country. In 2016,
apparel exports were valued at $4.9 billion

Apparel manufacturers dominate the Sri Lankan apparel industry. They account for about 90% of the textile
and apparel sector, producing several top brands of clothing.

In 2011, the Sri Lankan apparel industry employed more than 2,830,000 people and indirectly supported
the jobs of tens of thousands of others as well. Most of the jobs are held by women

Most of the apparel from Sri Lanka goes to the US, the UK, Italy and Belgium. The market is growing and
Uganda has a great opportunity to export to these markets

There are more than 1,000 garment factories located in Sri Lanka, accounting for about 5% of the total
employment opportunities that are available each year.

About 25% of Sri Lanka’s total exports go to the United States and 70% of them are apparel related. Apparel
exports to the United States account for 2.8% of the country’s total GDP.

A 10% increase in Chinese apparel prices could result in up to a 25% rise in apparel exports to the US from
countries like Sri Lanka.

Changes to textile imports were implemented by the government in 2017 to reduce costs. When fully
implemented, including finishing, sizing, and dyeing textiles, up to $2 billion in savings could be translated
over to the apparel industry.

—

25% 2,380,000

Percentage of Sri Lanka’s total exports that goes to Persons employed by the Sri Lankan apparel industry which
the United States. Apparel exports to the United States also indirectly supports the jobs of tens of thousands of

account for 2.8% of the country’s total GDP. others as well. Most of the jobs are held by women



Learning tour of India and Sri Lanka

Local factors that investors
take into consideration

The growth momentum experienced by the
CTA sectors in Kenya, Ethiopia and Madagascar
is mostly driven by Foreign Direct Investment,
which comes from investors based in China,
India, Sri Lanka, Bangladesh, other South East
Asian countries, The United States and Mauritius.
They invest in Africa for a number of reasons,
the principal of these being:

* Preferential trade access embodied in
trade agreements like (African Growth and
Opportunity Act (AGOA), Everything But
Arms (EBA), and the Generalised System of
Preferences (GSP).

¢ Competitive labour costs

e Political Stability

* Brand and Retailer interest in diversifying
their supplier base

When making their investment decisions on
where to invest or where not to invest, these
investors consider a number of factors including:

¢ A proactive government that is willing to
engage

* The availability of serviced industrial sites and/
or buildings and the cost of leasing factory
compliant infrastructure

* The cost and reliability of utilities like electricity
and water

e Speed to market - the cost and time to manage
imports and exports, including the transit time
to ports (both ocean and air)

» Fast and reliable ICT infrastructure

¢ Long-term security of the investment and the
legal framework

* Raw material availability both within the
country and within the region, in order to
offer full package operations

e Time required to register companies and set
up the business

¢ Ease and cost of employing expatriate staff

* Demonstrable success of similar businesses
operating in the country

NOTE: To what extent are these factors

existing, or how quickly can they be set
up in Uganda?
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Summary of the key issues
affecting Uganda’s cotton
textile and apparel sector

Low farmer gate prices/low profitability
Farmers complain of low prices that in some
cases have led to crop destruction. However,
the CDO'’s indicative prices have been fairly
reflective of the prevailing world market prices
of lint, implying that the issue for farmers is
one of low profitability and not necessarily low
prices. This low profitability is directly linked to
low crop yields and high costs of production.

Inadequate cotton targeted input support
Although farmers have greatly benefitted from
the provision of inputs and training on best
agronomical practices provided through the
Cotton Support Programme, the quantities of
key production inputs (pesticides, fertilisers and
spray pumps) are often less than what has been
agreed upon with CDO.

Inadequate extension service delivery

Extension services provided by theUGCEA in
collaboration with CDO, being private sector
driven, are inadequate and often fail to include the
transfer of recommended production technologies.

Low application of fertilizers

The soils have been cropped for long, without any
effort being made to replenish key nutrients. The
reasons for the low fertilizer usage include lack of
knowledge, high costs and limited accessibility.
There are also fears that fertilizers being sold on
the local market are adulterated, underweight,
mislabelled and fake.

Poor farmer organization

Cotton farmers lack an umbrella organization
to represent them and deal with the CDO on
their behalf. There is therefore an urgent need
to support the establishment of a farmer owned
and run umbrella organization that works with
the CDO and the ginners.

Obsolete and outdated technologies, machinery
and equipment

Major textile mills in the country still rely on old
and obsolete technology (especially in in spinning
and knitting sections) resulting in frequent
breakdowns and a reduction in capacity utilisation.

CTA STAKEHOLDERS
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Industrial safety and environmental compliance
This is poor and factories must start paying
attention to these issues including the use of
cutting gloves, ergonomic stands, improving
lighting quality, having pressing equipment and
investing in a water discharge treatment.

Lack of cohesion in government policy

There is need for clarity and cohesion in the
government’s approach towards the Cotton,
Textiles and Apparel sector to ensure that the
sector is prioritised and invested in.

Quality management infrastructure

Uganda’s laboratories lack the capacity to test
textiles and apparels materials to meet the
requirements of international buyers.

Dumping, counterfeit products and “mitumba”
Local producers face competition from second-
hand clothes (mitumba), counterfeit and dumped
products (rejects) which tend to be cheaper than
locally produced apparel.

Skills, productivity and training

Uganda’s CTA sector suffers a deficit of skilled
technicians in textile engineering and technology,
textile, fashion and design skills. The sector also
suffers from a shortage of machine operators
and competent local middle level managers.
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Access to market information and trade
intelligence

The CTA sector in Uganda lacks access to
timely and reliable market information and
trade intelligence that can enable them meet
specific buyer requirements. Many local textile
and apparel producers lack an appreciation of
client preferences, contractual arrangements
and packaging requirements of their potential
trading partners in the West.

Branding and name recognition

Despite Uganda’s CTA being an attractive
destination to investors, it suffers from limited
branding and name recognition. It needs to
develop and articulate its unigue selling points.

Lack of a formalized offer to investors

There is need for a standard incentive offering to
investors in this sector to avoid the situation where
investors are expected to negotiate individual
deals with the Government.

Investment promotion

The Uganda Investment Authority and the
Uganda Export Promotion Board, as the principal
investment promotion and export development
agencies respectively are under-resourced and
lack the expertise to engage in targeted marketing
and investment promotion efforts for this sector.



Summary
Recommendations

Cotton prices

Establish a price stabilisation fund to protect
farmers from fluctuations in the world prices
of cotton by topping up farm gate prices when
they fall below a stipulated price floor.

Value chain relationships

There is need to strengthen the tripartite
relationship between the farmer (who grows the
crop), the ginners/millers (who process, market
and finance the process) and the Government
(which provides the enabling environment).

Quality standards

To maintain the integrity and reputation of
Uganda’s cotton and ensure access to lucrative
markets, it is important that the quality control
mechanisms are strengthened by the regulator.

Productivity and skills

There is need to improve the productivity of the
workforce in the CTA sector through in-company
and TVET training programmes, and also through
the strengthening of the local technical training
centres and universities.

Business environment

The business environment should be made more
conducive for private sector investment in order
to raise the efficiency and competitiveness of
the CTA value chain.
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Brand Uganda

Uganda should be effectively branded and
promoted as an attractive destination for CTA
investors.

Enhance institutional capacities

The capacities of key institutions charged with
prospecting for CTA Foreign Direct Investment
should be enhanced.

Workspaces
The Government should prioritize the development
of serviced parks and Free Zones to facilitate
access to utilities and affordable workspaces
for investors

Market access

Strengthen the ability of Ugandan firms in the
CTA sector to access regional and international
markets, through the provision of timely market
intelligence and other trade promotion services.

Social and environmental compliance
Ugandan firms should be supported to comply
with social and environmental requirements as
a way of meeting international standards.

Access to capital
Deliberate efforts should be made to improve
the access of capital to the sector.



Uganda CTA Strategy
Outline

Considerable work has already been executed
towards finalization of the Uganda CTA
strategy. Efforts have been made to consolidate
views, ensure full participation of the various
stakeholders and interests, and to stimulate
widespread interest in the efforts to revive
Uganda’s CTA. Form the many stakeholder
meetings and discussions, the general consensus is
that Uganda’s CTA strategy should be constructed
on three main pillars:

1. Increase cotton fibre production and farmer
incomes

2. Stimulate investment in vertically integrated
industries.

3. Stimulate investment in high labour intensive
apparel manufacturing factories

To achieve these overriding aims it is suggested
that the strategy adopts seven broad objectives,
each of which will be expanded into key activities,
targets and responsibilities.

Objective 1: Secure sustainable smallholder cotton
production and facilitate large scale commercial
production.

Objective 2: Improve cotton, textile and apparel
related infrastructure and business climate.

Objective 3: Support the existing industry to
develop integrated value chains exporting full
value apparel products.

Objective 4: Enhance the CTA capacity of the
UIA to effectively market Uganda as a strong
prospect for CTA Foreign Direct Investment.

Objective 5: Promote targeted FDI in the CTA
sub-sector with strong backward linkages to the
domestic industry and international standards.

Objective 6: Build Uganda’s reputation as an
attractive investment and compliant sourcing
destination.

Objective 7: Enhance the CTA capacity of
the UEPB to assist manufacturers to access
international export markets.

Objective 8: Enhance small-scale industry CTA
opportunities and linkages

HEALTH ADVICE: The Yellow Fever and Oral Polio
Vaccines (OPV) are mandatory for all visitors (including
patients and children), of all nationalities, travelling to
India from the countries of accreditation. The Yellow Fever
medicines should be administered at least 10 days and
OPV at least 4 weeks prior to traveling to India through a
Government approved medical clinic, institute or hospital.

The certificates of Yellow Fever and Polio Vaccination should
be carried along with the other immigration documents.
This is a mandatory requirement as per the Government
of India’s regulations.
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Delegates in learning trip to India & Sri Lanka
July 22 to 26, 2019

NAME

Hon. Michael
Werikhe

Hon. Fredrick
Ngobi Gume

Prof Sam K.
Obwoya

Hon. Caroline
Kamusiime

Hon. Prossy A.
Mbabazi

Jolly K. Sabune

Richard Jabo

Daniel Birungi

Joshua Mutambi

Alex Lwakuba

Raj Thummar

Dr. Asumani
Guloba

Ollen Wanda

Peter Balimunsi

Sheila Mugyenzi

Gen. Charles
Angina

Mohammed Omar

Elly Twineyo

UGANDA STAKEHOLDERS

TITLE
Minister of State, Ministry of Trade

Minister of State for Cooperatives

Deputy Chairperson

Member of Parliament

Member of Parliament

Managing Director

Executive Director

Executive Director

Commissioner - Marketing &
Processing (SME Directorate)

Commissioner - Crop Production
Department

Director

Director- Development Planning

Senior Planner-Agriculture

Commissioner-Industry

Director-Investment Promotion

Deputy to the Chief Coordinator
/ PPCPs

Director - Legal & Corporate Affairs

Executive Director

ORGANIZATION

Industry and Cooperatives.

Ministry of Trade, Industry and
Cooperatives

National Planning Authority

Parliament of Uganda

Parliament of Uganda

Cotton Development
Organisation

Uganda Free Zones Authority

Uganda Manufacturers
Association

Ministry of Trade, Industry and
Cooperatives

Ministry of Agriculture, Animal
Industry and Fisheries

Shree Modern Textiles Ltd
National Planning Authority

National Planning Authority

Ministry of Trade, Industry and
Cooperatives

Uganda Investment Authority
(UIA)

Office of the President -
Operation Wealth Creation

Uganda Freezones Authority

Uganda Export Promotion Board
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MSINGI TEAM
NAME TITLE ORGANIZATION
Aggie Konde CEO Msingi East Africa
Antoinette Tesha Industry Director - Textiles & Apparel  Msingi East Africa
Diana Mulili Business Development and Innovation Msingi East Africa
Director
Linus Gitahi Chairman Msingi East Africa
Hugh Scott Executive Director Msingi East Africa
Andy Salm Lead consultant/Textiles & Apparels Msingi East Africa
expert
Tom Mshindi Communications Consultant Msingi East Africa
John Kakungulu Policy Expert Msingi East Africa
Walugembe
Andres Saldias Consultant Msingi East Africa
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India & Sri Lanka Learning Trip
21t - 27t July 2019

Facilitated By NPA, Msingi East Africa and PVH Corporation
Arrive Delhi, India Sunday 215t July

ITINERARY FOR NAME
TRIP DESCRIPTION INDIA & SRI LANKA - SECTOR LEARNING TRIP

Trip Goals History of each Country’s Sector Growth
Role of Government
Role of Private Sector
Challenges & Successes
Factory Visits
Uganda’s CTA Vision Validation

Trip Length 5 working days

Flight Departure Date 20th July 2019

Arrival Date in Delhi, India 21st July 2019

Accommodation in Delhi, India Leela Palace New Delhi
Accommodation in Colombo, Sri Shangri-La Colombo

Lanka

Return Date from Colombo, Sri Lanka  27th July 2019

Main Contacts Diana Mulili - Director, BDI - MSINGI EA

Diana.mulili@msingi.com

Ollen Wanda - Senior Planner, Agriculture - NPA
Ollen.wanda@npa.go.ug
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DAY 1 (MON TIME LOCATION CONTACT CONTACT
22N°) NAME

Breakfast 7.00am - Leela Palace Diana Mulili Diana.mulili@ msingi.com
8.00am Hotel Msingi EA
Restaurant
Roll Call & Trip 8.00am - Leela Palace Msingi &
Briefing 9.00am Conference NPA (Andy
Room Salm & Ollen
Wanda)
Commute to 9.00am -
Shahi Factories 10.00am
Tour of Shahi 10.00am - Shahi J.D. Giri Jalandar.giri@shahi.co.in
Factories, 1.00pm Factories Director
Faridabad
Lunch 1.00pm - Shahi J.D. Giri Jalandar.giri@shahi.co.in
2.00pm Factories Director
Commute time to 2.00pm -
AEPC 3.00pm
Meeting with 3.00pm - Apparel Chandrima advisorcc@ae pcindia.
AEPC 5.30pm Exports Chatterjee, com
Promotion Advisor,
Council AEPC
Commute back 5.30pm -
to Hotel 6.30pm
Dinner 7.30pm - Leela Palace Diana Mulili Diana.mulili@ msingi.com
9.30pm Hotel Msingi EA
Restaurant

Notes/Additional Items
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DAY 2 (TUE TIME LOCATION CONTACT NAME | CONTACT
23RD)

Breakfast 7.00am - Leela Palace Diana Mulili Diana.mulili@m singi.

8.00am New Delhi Hotel Msingi EA com
Restaurant

Checkout 8.00am - Leela Palace Diana Mulili Diana.mulili@m singi.
9.00am Delhi Msingi EA com

Commute 9..00am -

to meeting 10.30am

location

Meeting with 1.00am - Confederation of E.B. Rajesh e.b.rajesh@cii. in

Cll 1.00pm Indian Industry Regional

Director, Africa
(Int’l Dvsn)

Lunch with CII  1.00pm - Confederation of Rakhee Gupta rakhee.gupta@ cii.in
2.30pm Indian Industry -Cll

Commute to 2.30pm -

Airport 4.30pm

Flight time 6.40pm -
10.20pm

Arrive 10.20pm

Colombo, Sri

Lanka

Check-in to 11.00pm Shangri-La

Hotel Colombo

Dinner Late Room Diana Mulili Diana.mulili@m singi.
service Msingi EA com

Day 2 Delegates to check out of hotel to facilitate departing for Airport after lunch time

Notes/Additional Items
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DAY 3 (WED TIME LOCATION CONTACT NAME CONTACT

24™ )

Breakfast 7.00am - Shangri- Diana Mulili Diana.mulili@ msingi.
8.00am La Hotel Msingi EA com

Restaurant

Commute to 8.00am -

Factory 10.30am

Factory tour 10.45am - Brandix - Asanga asangak@bran dix.com

1 Brandix - 11.30am Koggala facility Karunaratna GM -

Koggala Business Division

Presentation 11.30am - Brandix - Asanga asangak@bran dix.com

from Brandix &  1.30pm Koggala Karunaratna GM -

Q&A Business Division

Lunch 1.30pm - Brandix - Asanga asangak@bran dix.com
3.00pm Koggala Karunaratna GM -

Business Division

Commute back  3.00pm -

to Hotel 5.30pm
Debrief Session  7.00pm - Shangri- Andy Salm andysalm@me. com
7.30pm La Hotel Msingi Consultant
Conference
room
Dinner 7.30pm - Shangri- Diana Mulili Diana.mulili@ msingi.
9.30pm La Hotel Msingi EA com
Restaurant
Factory 1 Visit Focus: « Community engagement « Female empowerment
e Sustainability journey e Ethical manufacturing e Facility tour and Q&A

Notes/Additional Items
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DAY 4 (THUR TIME LOCATION

25TH)

Breakfast 7.00am - Shangri-
8.00am La Hotel

Restaurant

Commute to 8.00am -

Factory 9.30am

Factory visit 2 10.00am - MAS Unichella

MAS Unichella 11.00am facility

PVT Ltd.

Presentation 11.00am - MAS Unichella

from MAS & Q&A 1.00pm facility

Lunch 1.00pm - MAS Unichella
2.30pm facility

Commute back 2.30pm -

to Colombo 4.00pm

Meeting with 4.30pm - Sri Lanka

Sri Lanka Textile  5.30pm Textile

Association Association

Commute back 5.30pm -

to Hotel 6.30pm

Dinner 7.30pm - Shangri-
9.30pm La Hotel

Restaurant

CONTACT
NAME

Diana Mulili
Msingi EA

CONTACT

Diana.mulili@ msingi.com

Rapthi DeSilva
GM - Business
Dvsn

Rapthi DeSilva
GM - Business
Dvsn

Rapthi DeSilva

rapthid@mas holdings.
com

rapthid@mas holdings.
com

rapthid@mas holdings.

GM - Business com

Dvsn

Chandrakumar chandrakuma
Theivendran rtheivendran@pvh.com
PVH

Diana Mulili
Msingi EA

Diana.mulili@ msingi.com

Factory 2 Visit Focus:

e Lean manufacturing journey.
e Culture - policy deployment / strategy to
execution

* Women empowerment
e Innovation
e Facility tour and Q&A

e Sustainability journey

Notes/Additional Items
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DAY 5 (FRI 26™) TIME LOCATION CONTACT CONTACT
NAME
Breakfast 8.00am -  Shangri-La Hotel Diana Mulili Diana.mulili@m singi.com
9.00am Restaurant Msingi EA
Trip Debrief 9.30am - Shangri-La Hotel Aggie Asiimwe aggie.asiimwe @msingi.
10.30am Conference Msingi EA com
Room
Uganda CTA 11.00am -  Shangri-La Hotel NPA & Msingi
Strategy 1.00pm Conference (Asumani
Validation Room Guloba & Andy
Salm)
Lunch 1.00pm - Shangri-La Hotel Diana Mulili Diana.mulili@m singi.com
2.30pm Restaurant Msingi EA

Sight-seeing time for Delegates

Day 5 will be for the final trip debrief and getting alignment on Uganda’s CTA vision. Allow time
for sightseeing. Depart Colombo, Sri Lanka Saturday 27th July

Notes/Additional Items
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Notes/Additional Items
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