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1. Summary Report

1.1. Report Outline

Report section

1.2. Background

1.3. Objective

1.4. Methodology

1.5. Report Findings

1.6. Recommendations

1.7. Roles of Key
Stakeholders

Content

This section provides a brief overview of the retirement
landscape in Uganda, and so, the reason for this
assessment.

An outline of the purpose of this rapid assessment.

An overview of the steps undertaken whilst conducting
the rapid assessment

A summary of the findings from the demand, supply and
policy-side analysis conducted, as well as an assessment
score of how feasible a new scheme would be.

This section provides recommendations which would
inform the development and implementation of a new
NLTSS, as well as important considerations for success.

An outline of the roles of key stakeholders who would be
engaged in some way in the NLTSS.

This section outlines a recommendation for possible

1.8. Future Considerations .
scale-up of the NLTSS in the future.

Here, risks that could hinder successful development and
operation of the NLTSS are highlighted, and their
mitigations.

1.9. Key Risks and
Mitigations

1.2. Background

As Uganda faces an impending demographic transition, the combination of declining
fertility rates' and increased longevity will gradually and rapidly accelerate the old age
dependency ratio? Although the population aged over 65 is projected to account for only
2.4% of the total population (URBRA, 2022), prioritizing saving for retirement becomes
imperative to ensure sufficient financial security for elderly citizens in the future.

Social protection programs aim to promote inclusive growth, and support vulnerable
groups such as the elderly, disabled, youth, and women. In Uganda, the government
operates several social protection programs to provide income security and access to
opportunities. One example of such programs is retirement benefit schemes. However,
many low-income individuals in the Ugandan informal sector are not utilising formal
retirement schemes and provident funds, perpetuating the cycle of poverty, inequality, and
vulnerability. In 2021, a little over 76% of the population in employment did not contribute
towards any form of social protection, and another 4% were unaware of social protection.
(UBOS, 2021).

" The World Bank projects that the number of children born per woman in Uganda would decrease from an average of six (6) in
2010 to 2015, to an average of three (3) between 2040 and 2045.

2 The size of the elderly population relative to the working age population
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Social Protection Usage vs Working Retirement Benefits Sector Coverage in
Population in Uganda, UBOS 2021 Uganda, URBRA 2021

5%
Population in Employment 9,996,000 Active (NSSF)
1,105,870

. 5%
Inactive (NSSF)

Unaware of Social 409836 1,044,851

Protection

Mandatory Employer 4%
Based Schemes 799,802
No Social Protection 7,556,976

% of Total Working Population Population

Figure 1: Social Protection Usage vs Working Population Figure 2: Retirement Benefits Sector Coverage in
in Uganda, UBOS 2021 Uganda, URBRA 2021

This situation is aggravated with those in informal employment who constitute 92% of the
working population in employment. This implies that a large portion of the Ugandan
population remains without income security in old age and the opportunity to accumulate
wealth, perpetuating the cycle of poverty, inequality, and vulnerability. Although private
informal sector schemes in the Country (such as the Mazima Voluntary Individual
Retirement Benefits Scheme (MVIRBS) and the Kampala City Traders’ Association (KACITA)
Provident Fund), were endorsed by the Ugandan government in 2016 to catalyse informal
sector participation in social protection, the retirement coverage remains low. Only around
14% of Uganda's working age population (~23.5 million persons) had some form of
retirement benefit arrangement, including mandatory occupational schemes and
voluntary occupational and individual schemes (UBOS, 2021).

To this end, the Ugandan government is seeking to develop a new national long-term
savings scheme (NLTSS). The overarching goal is to provide financial security and promote
sustainable savings habits, thus improving the overall economic resilience and quality of
life for persons in the informal sector. The scheme aims to encourage and facilitate long-
term savings by offering a structured and inclusive savings platform to address the
retirement savings needs of the informal sector, while also providing opportunities for
financial literacy, healthcare savings, as well as emergency funds.

1.3. Objective

The objective of this rapid assessment was to gain insights that would inform the
development and implementation of an NLTSS. By examining the viability and practicality
of such a scheme, this assessment aimed to lay the groundwork for a sustainable and
effective long-term savings solution at a national scale.

The successful development of an NLTSS requires an understanding of the needs and
preferences of informal sector workers, particularly women and youth who are the main
beneficiaries. Engaging with relevant stakeholders, institutions, and systems is crucial for
effective distribution and sustainable implementation of such a scheme. Additionally,
navigating the regulatory, legal, and governance landscape is essential to ensure fiscal
sustainability, consumer protection, and alignment with national priorities and best
practices.
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1.4. Methodology

A multi-faceted methodology was employed. This entailed a literature review, virtual and
in-person interviews with supply-side and policy-side stakeholders, and a survey
administered to informal sector participants across selected districts.

A detailed outline of the methodology used can be found in the detailed report.

Secondary data Primary data
collection collection

EEEREIEE Reporting

23 Stakeholder

Literature Review Interviews Primary data

. collection and .
Desktop review of Provide

documents provided by anal_yms recommendations on
FSD, URBRA, and other the feasibility of a
public information Collated Iess_o s national long-term
through national, learned from similar savings scheme
regional, and schemes in other

. - Field Survey .
international sources.
(110 participants) countries

Objective:

The assessment intended to provide answers to the following:

a) Estimate the latent demand for long-term retirement savings among specified cohorts such as women and
youth across different demographic, income, and occupational segments.

b) The effectiveness of mobile devices and other technologies as a savings channel for the informal sector.

c) The suitability of the current legal, regulatory and governance framework for the implementation and
mobilisation of a long-term savings scheme.

Figure 3: Methodology for the 2023 survey

Stakeholders, including, financial institutions, scheme providers, and telecommunication
providers, as well as ministries and regulatory authorities, were identified based on their
pivotal roles and potential as partners in the NLTSS administrative architecture. This
ensured a holistic assessment of the scheme's viability and potential challenges.

To enrich the research, field surveys were conducted with individuals who are in informal
employment. These discussions served as a platform for candid exchanges of views and
valuable insights. It shed light on considerations and preferences that could shape the
successful development and implementation of the proposed savings scheme.

The field survey and interview questions broadly covered demand and supply-side
preferences, barriers, and willingness to participate in the NLTSS. Data triangulation was
carried out to validate survey results with information derived from literature reviews and
stakeholder interviews, to increase the robustness of the findings.

By considering both theoretical perspectives and practical insights from relevant
stakeholders and survey respondents, this methodology allowed for a broad exploration of
key aspects related to the feasibility of an NLTSS.
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1.5. Report Findings

Below is a summary outlining the key findings from the assessment.

1.5.1. Demand, supply, and policy-side findings

Demand side findings

Informal sector
individuals recognized
the importance of
saving for the future.

Despite having limited
income, the youth are
receptive to saving
smaller amounts
regularly.

Supply side findings

Technology plays an
important role in
engagement and

information
dissemination, and
algorithm-based
financial advice.

Education, higher
interest rates, and
medical incentives
encourage saving.

Policy side findings

Efficient processes, and
a central
administration
structure is necessary
to ensure proper
record keeping and
data management.

Although individuals
can contribute various
amounts, the
preference is for
monthly contributions.

Individuals tend to
withdraw their savings
after a relatively short
period, often one year.

Technology plays an
important role in
enrolment and
encouraging
participation, simplified
accounts, and benefits
administration.

Financial literacy and
sensitization of
informal sector workers
were highlighted as
key requirements.

It is important that
investments from the
scheme are diversified

beyond government
securities into various
asset classes.

Women in the informal
sector show a higher
willingness to save for
retirement and they
are more likely to
utilize formal financial
institutions.

Priorities that prevent
individuals from saving
include education,
household, rent,
medical, and business-
related expenses.

A multistakeholder
approach which
leverages the private
sector is important for
a successful informal
sector scheme.

Mobile devices and
face-to-face
interactions are both
effective mediums for
interacting with an
informal sector
scheme.

Safeguards such as
transparency, open
communication, easy
access to savings,and
accountability were
suggested as ways to
build trust.
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R —
1.5.2. Feasibility assessment of an NLTSS in Uganda

Left to their own devices, individuals within the informal sector may understandably
prioritize immediate and pressing needs over the imperative of saving for retirement,
exhibiting myopia. Although schemes do exist which the informal sector can utilise, these
providers have not sufficiently tapped into the informal sector market. The informal savings
landscape is hence dominated by community savings groups, market vendor groups, and
village savings groups which do not provide an adequate safety net to save for the long
term or to attain financial security. However, from the report findings, it is understood that
despite the low-income levels within the informal sector, they are willing to save a
percentage of their income for the future. Therefore, for schemes to adequately meet the
needs of the informal sector they must have customized features that address the sector’s
unique conditions.

The key takeaways from the demand, supply, and policy analysis underline two distinct,
viable strategies outlined below.

o,

% The establishment of a new national informal sector scheme. The establishment of
a new scheme can be an opportunity to address the unique challenges and aspirations
of this underserved demographic. While an existing scheme may have some level of
familiarity, it might be hindered by historical limitations and constraints. A new scheme
allows for a blank canvas, enabling the incorporation of innovative features specifically
tailored to the income dynamics and financial habits of the informal sector.

By leveraging the latest technological advancements, such as blockchain for secure
transactions, and modern commmunication channels for widespread outreach, this clean
slate approach can build trust from the ground up. This approach also sidesteps any
existing structural hurdles potentially leading to broader adoption, increased savings
participation,and more robust long-term financial security. Therefore, the development
of a tailored scheme has the potential to capitalize on this latent demand, potentially
increasing retirement savings participation amongst the informal sector population.

% The evolution of an existing informal sector savings scheme. This presents a
pragmatic and resource-efficient avenue for immediate impact. The two existing
informal sector schemes in Uganda which could be great options for improvement are
Mazima and KACITA. These schemes already possess a foundation of familiarity among
the target demographic, providing a crucial element of trust and familiarity that a new
scheme might need time to establish.

By refining this existing structure through the integration of demographic insights
during enrolment and offering flexible contribution options, the scheme can seamlessly
adapt to the evolving needs of informal sector workers. Furthermore, the scheme's
established administrative infrastructure can be augmented with modern
technologies, ensuring efficient record-keeping, and streamlined retirement data
management. This approach not only maximizes the utilization of existing resources
but also demonstrates a commitment to continuous improvement while efficiently
meeting the specific requirements of the informal sector.

However, if the option of enhancing an existing scheme is adopted, the following
challenges would be observed:

= | imited government control for directing changes within the schemes:
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The established schemes may have entrenched structures and processes that
are difficult to modify, making it challenging to adapt to evolving needs and
priorities. This restriction on government control can result in the scheme
becoming less effective or less relevant over time

= Limited government control to encourage the two existing voluntary scheme to
take existing learnings and improvement into account: The government has
restricted influence in dictating changes within private voluntary schemes, even
in instances where these changes may result in scheme improvement (e.g.,
enhancing governance structures and expanding product offerings). Existing
schemes may not readily embrace these changes or scale them up to a national
level.

= Limited capacity of existing schemes to incur additional costs to scale to a
national solution:
Existing schemes may have limited appetite or ability to absorb the additional
costs associated with scaling up to a national solution. This financial constraint
can impede the expansion of the scheme, potentially leaving a substantial
portion of the informal sector underserved.
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1.5.3. National informal sector scheme - feasibility assessment score

Based on the interviews and research findings, the table below describes EY's qualitative assessment of the feasibility of both strategies - set
up of a new scheme versus evolving an existing scheme.

Assessment Score:

3: High positive value

O: No positive value 1: Low positive value 2: Medium positive value

Incentives

Ability to
leverage
existing
delivery

Assessment criteria

Cost to

establish /

evolve

Ability to
maximize
value from
diverse set
of lessons

Incentives

to establish

a national
scheme for
all informal

to offer
attractive
product
range for all

Incentives

to minimize

conflicts of
interest

Incentives
to establish
fit-for-
purpose

Aggregate

infrastructure informal governance
learned sector
sector
Option I:
Set up new scheme 0 0 3 3 3 3 3 15
(government-
organized)
Option 2:
Evolve/enhance 2 1 2 Y 1 1 1 8
existing scheme

Table 1: Feasibility assessment score. Note: positive value refers to the level of desirability/success of the measured outcome.

After assessing the two criteria mentioned above, it becomes evident that the more feasible choice is to establish a new scheme facilitated
by the government. This option boasts several compelling advantages. Notably, the government would have the ability and the control to
address existing barriers and lessons learned from previous schemes to foster desired long-term savings outcomes. A new scheme would
also have the free reigns to offer a customised and attractive product with fit-for-purpose incentives to the informal sector, on a national
scale. Furthermore, this approach provides the opportunity to offer a diverse range of financial offerings to increase financial inclusion and
social protection amongst the informal sector population. It is recommmended that a detailed assessment of both options is conducted as
part of the implementation plan for the future scheme.
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1.6. Recommendations to Inform the Development and Implementation an NLTSS

This report presents an assessment of the feasibility of successfully implementing an NLTSS
in the Ugandan informal sector.

Adequate long-term retirement savings products, such as bank deposits, stocks, bonds,
and annuity products, are necessary for financial security in old age. Although workers
demand market-based retirement schemes, government intervention is needed to ensure
an equitable distribution of income and to alleviate poverty, as the supply may not be
assured if left unregulated. Public intervention through education, awareness and
sensitisation is also needed to address behavioural impediments to their use. This is even
more important with an informal sector scheme where additional effort is needed to tailor
the NLTSS to the unique circumstances and needs of informal sector workers. This may
involve targeted outreach and financial literacy programs, simplified enrolment processes,
and collaboration with stakeholders such as financial institutions and civil society
organizations.

The previous schemes aimed at attracting the informal sector have had limited success
and incomplete efforts. Given that the existing informal sector voluntary schemes are
privately-owned, the government has limited control to improve their administration and
operational capacity. This would cause a hinderance in their ability to scale into a national
solution.

A new NLTSS allows for a fresh approach unmarred by the reputation of current schemes.
It would incorporate lessons learned from previous experiences, to create a scheme that is
more tailored to the specific requirements and preferences of the informal sector. With a
new scheme, the government — which has a mandate to increase social protection
amongst its population — can ensure the right interventions are inclusively applied.

Further, a new scheme also provides ample opportunity to ensure that systems, people,
processes, technology, and the underlying infrastructure are adequately set up from
initiation. The right stakeholders from the public and private sector can also be onboarded
from conception to generate support.

Based on EY's experience, the delivery of a new scheme will be underpinned by four
delivery components and five supporting levers. This is depicted below.

Partnerships with Partnerships with

Financial Financial Partnerships with
Institutions Institutions Govt. Entities and

(Distribution) (Fund Management) Regulators

Enablement
through Informal
Sector Associations

i Operational Capabilities

i Research & Analytics

iii Brand, Marketing & Communications
iv Education & Awareness Campaigns

v Transformation Program Office

Figure 4: Key components and supporting levers for a new savings scheme
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1.6.1. Key considerations for a new informal sector scheme

Below is a description of EY's Point of View covering key areas to be tackled when
developing and implementing a new Long-term Savings Scheme.

1. Voluntary participation within the scheme: Although voluntary schemes tend to have
lower-than-expected participation and contribution, enforcing a mandated scheme in
the Ugandan informal sector may not be successful. This is for several reasons:

= The concept of mandated payments consequently means imposing penalties for
non-payment. Charges or other forms of penalty would further segregate this
population and widen the income gap.

= Mandatory contributions would compete with an individual's ability to meet
priority needs (e.g., food, healthcare, housing, and family members’ welfare).

= |t may be more expensive to implement a mandatory scheme as extra costs would
need to be deployed for resources such as loan collectors and loan monitoring.

= Voluntary funded pension schemes could be more resilient to political risk because
they rely on individual's additional savings rather than government financing. So,
they are less susceptible to political risk associated with government financial
challenges or changing priorities (World Bank, 2016).

Based on these considerations and drawing from the success of the Ejo Heza Voluntary
Long-Term Saving Scheme, it is more feasible for the NLTSS to be a voluntary saving
scheme. By applying the key implementation notes highlighted in the following
sections, the Ugandan government could also attain success with the NLTSS.

2. Integrate an element of soft compulsion: There needs to be an element of soft
compulsion in the scheme whereby potential contributors retain the right not to
participate but the mechanisms guide them in a direction that encourages
participation.

Here, people are ‘nudged’ to make decisions that are good for them, while having the
complete decision to change their
Several studies have suggested that | ,ing. According to the World Bank
automatic enrolment (e.g., using (World Bank, 2016)a good soft
participants National IDs) is by far the most compulsion mechanism for voluntary
ef‘fec':t|'ve' m.ethod : o |ncrea5|'ng schemes is automatic enrolment -
participation in defined contribution - .
where participants are automatically

savings schemes, especially for lower .
. 9 P Y enrolled into the scheme but have the
income earners. . .

choice to opt out later if they prefer not
Source: World Bank 2016 to save (World Bank, 2016).

To illustrate, in behavioural economics (which relates to the psychology behind the
economic decision-making processes of individuals), when individuals perceive that
they have a choice to opt-out at will, they are more likely to retain participation (World
Bank, 2016). To encourage individuals who are automatically enrolled to become active
savers, financial literacy, and the incentives within the scheme (e.g., education
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insurance, government co-contribution, interest pay-outs and use of savings to obtain
loans/collateral) must be emphasised.

3. Offer scheme incentives: The most appealing incentive for the informal sector scheme
to garner participation of the target population is government co-contributions.
Government co-contribution would encourage uptake of the product by low-income
earners and vulnerable groups. Integrated incentives such as education and medical
insurance would also act as a key differentiator between the improved informal sector
scheme and other formal/informal retirement benefit schemes in Uganda.

To reduce the fiscal impact of the
government co-contribution incentive, it is [Igeelel=le RilaEIale EI1NIatel=Iald\Y=X@lii=Idlalok
recommended to set a maximum amount
for the co-contribution and define a
specific period during which it will be
provided. It may also be beneficial to [EIeliil=laHRSIOFCNCRECIIc TR ioN:!
collaborate with development partners to RSSILIISKeIRVIe) QloJoXo[o[oRoIIAv TS

pool resources towards the cost of offering  BRSeIzecaells)=l) delViatels Re )

this incentive.

For men: 25% of savings, up to a ceiling
of UGX 100,000 per year.

The fiscal incentives proposed for the NLTSS is a co-contributions package for the first
36 months from scheme launch.

4. Flexible access to savings and pay-outs to cater for emergencies

Government co-contribution alone may not be enough for members to lock in their
savings for long periods. This incentive should be combined with the provision of
flexible access to their savings and an attractive interest rate. The provision for pay-outs
to cover emergencies can be structured as, as follows:

= 60% of all contributions to the Scheme should automatically flow into the
subscriber's pension account.

= 30% of all contributions should automatically flow into a liquid health and
savings account to cater for children’'s education, health, and other
emergencies.

= 10% of contributions will be deployed to a rotating fund which would be paid
back to members each year after interest is accrued.

5. Flexible contributions and no penalties for failure to contribute: There should be
allowance for flexible contributions to accommodate members’ changing income
patterns and business conditions. No penalties should be charged for non-contribution.
Mechanisms that allow for limited and regulated withdrawals while ensuring the
preservation and growth of savings over the long term should be considered. For
example, the withdrawal amount can be capped, and frequency limited to twice a year.

The scheme can also adopt an innovative “save the change” approach with mobile
money. Here, when a mobile money transaction is equal to a fraction amount (e.g., UGX
1,069), the amount is converted to the nearest shilling (i.e.,, UGX 1,100) and difference
(UGX 31) is automatically paid into the person’s savings scheme. This approach
encourages a habit of saving by leveraging everyday transactions and capturing the
small amounts that would otherwise go unnoticed.
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6.

Incorporate a credit feature where individuals can borrow from the scheme or use it

as collateral (e.g., to purchase land/homes). This has been successful in:

= Rwanda's Ejo Heza Long-term Savings Scheme - where 40% of total savings are
used as collateral to obtain loans

= Togo Health and Social Insurance Scheme - where loans are offered to members to
purchase productive inputs

= Kenya - where the Retirements Benefits Authority allows pension savers to use up
to 60% of accrued savings to offset outstanding mortgage loans

It is worth noting that this feature is counter-intuitive to the purpose of long-term
savings, but vital for its success as the informal sector would likely simply stop saving or
worse withdraw all savings. Hence, this partial “withdrawal” acts as vital anchor to retain
savers.

There is need for an agreed repayment process.

It may also be worth investigating other blended features to help facilitate both savings
and borrowing to increase flexibility. For instance, in Australia, banks offer offset
accounts. In this feature, when a customer takes out a home loan, they have the option
to link it to an offset account which is like a regular savings or transaction account
provided by the same bank. The unique feature of an offset account is that the balance
in this account is considered when calculating the interest on the home loan.
Essentially, the money in the offset account "offsets" the outstanding loan balance. For
example, if a person has a home loan of UGX 100,000 and UGX 20,000 in their offset
account, they will only pay interest on the remaining UGX 80,000.

Without any barriers they can withdraw the extra payment at any time. This
significantly increase flexibility for savers while reducing loan administration costs.

A new NLTSS Law: Other countries usually implement a new law to coincide with the
governance of a new national scheme to
increase clarity and certainty as well as often [=ClaalellSNeiXeelNaidd S aleRa\VE]

to codify amending or creating new [ReEVEleleleRAISVAENY Nl d-Nakidlelak=]

government incentives. scheme

If the national savings scheme is relatively [SEENEREEEIENANCRE/PIOlvAc)
simple and does not involve significant 29/06/2017 regulates the Ejo Heza
financial complexities or risks, it might be Scheme.

possible to operate it without a new law. The US has a Social Security Act
However, as the new scheme grows in 1935, and the 401K is covered in a
uptake and operational complexity, a future section of the tax law (Internal
consideration would be to introduce a new Revenue Code).

law. A national informal sector scheme Act / Uganda’s NSSF Act 1985 for the
NLTSS Act may help ensure the NLTSS is mandatory formal sector scheme.
built on a robust framework tailored to the
current economic landscape, the unique architecture of the scheme, and the evolving
dynamics of the informal sector.

Government support and sponsorship to cover operational costs

Government support is needed to establish a strong foundation for the new scheme
and to cover operational costs such as financial literacy training, marketing,
establishing technology infrastructure, and providing co-contributions, etc. Countries
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globally leverage two forms of voluntary saving systems under strict Government
direction and oversight: a) government operated or b) government orchestrated, but
private sector delivered

et A S e
B T T,

, » Canada has a variety of private sector-delivered, '

collection, but private investment-based a and
highly regulated and government supervised
__Vvoluntary savings solutions _________________

voluntary savings solutions

i
| but highly regulated and government supervised ;

» US has a variety of private sector-delivered, but
highly regulated and government supervised
voluntary savings solutions
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] | regulated and government supervised voluntary
] , savings solution — in addition to public sector delivered
O N S W . ' solutions
. » Singapore has a public sector-delivered voluntary
savings solution

» Australia has a private sector-delivered, but
highly regulated and government supervised
voluntary and mandatory savings solutions
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Figure 5: Countries leveraging government direction and oversight in their voluntary savings schemes

The Government of Uganda’s key roles within the NLTSS can be categorised into:
= Providing co-contributions / fiscal incentives for subscribers.

= Subsidizing front-end costs for outreach, and customer acquisition. This can include
subsidizing the fees paid to intermediaries who assist with these activities.

= Taking the lead in facilitating stakeholder buy-in for the new scheme. This involves
removing any hurdles or barriers that might deter participation or slow down the
implementation of the scheme.

= Fostering trust in the scheme and creating a transparent regulatory environment.

= Providing budgets for financial literacy campaigns e.g., workshops, seminars,
educational materials, and digital resources.

EY's global experience indicates that any shortcuts and insufficient focus on these areas
can fundamentally challenge the overall scheme participation and success. The upfront
investment generally pays of substantially through better participation, more savings, and
higher socio-economic growth through a spill-over effect from such savings.

9. Rebuilding trust: Trust is a foundation as a saver may hand over their contributions for
potentially a very long time. The stakeholder discussions in this study indicated that
particularly among the informal sector, trust has been challenged on multiple levels
(including with financial institutions and the government) with significant negative
implications on saver participation, saver retention, and savings amounts. Overall, this
threatens scheme outcomes and success. Rebuilding and maintaining trust among
potential participants is essential. People need to believe that their contributions are
secure and that the scheme is managed with their best interests in mind.
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1.6.2. Implementation architecture for a long-term savings scheme

Open administration structure

Integrated service delivery mechanisms, such as single-window services or one-stop shops,
can help to improve access to retirement schemes, especially in rural areas, and realize
economies of scale in the administration of social security schemes. Through the provision
of one integrated point of service, members and employers can access several scheme
services (e.g., insurance, National ID registration, and business services) at one facility.
Depending on the institutional set-up, one office may be able to provide the full range of
administrative services related to retirement schemes, such as information, registration,
contribution collection, and benefit payment. Such integrated services can considerably
reduce time, costs, and effort for future and present members by avoiding multiple visits
to different offices. Single-window services can facilitate registration in retirement schemes
by providing contact points close to the workplaces or homes of the groups targeted (ILO,
2021)

EY's customised architecture for an LTSS is depicted below which is based on our deep
practical experience with setting up similar new schemes. For the NLTSS, an ‘open
architecture’ administration structure which enables centralised administration,
governance and delivery management would be beneficial.

Long-term savings scheme \

Regqulation

Governance

Distribution

Regulator
Savings scheme

governance
2\
Financial Regulator

Investment governance

—-—_—

TAX & other XYZ
LAW

Legal framework and
legislation

-/

o Ecosystem of all
" key stakeholders

funds and service providers. ]

v

B Contributions

Employers as
relevant

Contributions

Benefits
Payments

User experience &
Digital interface
Access through online portals,
USSD, SMS, call centers, emai

A 4
Longer-term Longer-term Short-term
Investment Investment Savings
Fund 1 Fund2 Product 3...

v
Short-term
Savings
Product 3...

Tool to show stakeholder relationships,
their outcome perspectives and define
success for each group

align interests

=)

Figure 6: EY's proposed centralised administration architecture for the NLTSS

Manage expectations and

Employees /
Self-employed

i

]

Advice
incentives

T

Insurers

Financial
Advisers and
others

= The structure should have a central record keeping and administration platform to
enable seamless account portability, automated process compliance monitoring,
and uniform service quality. Such central platform helps maximise benefits from
economies of scale that supports keeping administration and investment costs low.

= The platform should be national-ID linked and used on both feature and
smartphone devices. The former is essential to support efficient and effective
administration. The latter is vital to support choice of saver channel and
convenience to engage and interact. In Uganda, the National Identification and
Registration Authority had registered 26 million citizens for national ID’s as of
November 2022
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= APIs should be used to integrate existing digital ID, finance, and payments
infrastructure to establish an inclusive, secure, affordable, and scalable digital
pension marketplace.

= The digital delivery infrastructure should leverage block-chain technology and
other technology-enabled delivery channels to make registration, contributions,
payments, and record keeping easy, portable, and efficient.

Regulatory and governance structure

Each aspect of the regulatory and governance structure must have clearly defined roles
and responsibilities that are carefully considered, implemented, and integrated. EY's 'open
architecture’ framework can be utilised to set out a minimum outcome and meet the
governance criteria by creating a hierarchy such as:

1. National retirement system
and polic A robust governance
Y and regulatory
+ Policies that set out governance structure across the
+ Initial design of scheme entire ecosystem is
+ Ongoing refinements and maturity required to ensure the
+ Progress monitoring and reporting efficient running of
the scheme and
positive outcomes for
2. Regulatory supervision of the ecosystem members.
This will reassure
= Oversight of the complete pension ecosystem members and support
= Enforcement and promotion of adherence to compliance with the participation.

reqgulations and policies
= Regulation over structure, operations, investments etc.

3. Governance over the 4. Governance over the 5. Governance over the . .

Scheme investments members 6. Operations governance 7. Third party governance
Act in best interest of « Suitable investment adviser = Ensure timely payments = Covers efficiency. + Effective management and
beneficiaries and partners in place « Actin the best interest of effectiveness, customer oversight of all 3rd parties
Act in line with trust deeds « Suitable investment members experience * 3% party risk management,
and rufes strategies available to « Abide by policies and + Governance over required e.g. Cyber, conflicts of
Act impartially members regulation reporting ’fm erest, ethicsand saver

' ocus
; . he payments are

Act prudently, responsibly - Investment governance that Ensuring the B e o
and honestly is consistent with the allocated quickly and e 9

applicable laws accurately

Figure 7: EY's regulatory and governance structure for retirement schemes

Investment offerings

There are benefits to starting with a small number of investment options initially and
expanding later based on demand and customer insights. Investment offerings are the key
product proposition and their attractiveness to a diverse set of members is a key factor for
participation and scheme success. The chart below highlights EY's considerations for
investment offerings.
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.

Small number of
offerings

+  Simplicity

.

Default offering

.

Economies of scale (low
fees)

Case study 1: US Federal Thrift
Fund (TSP) for US Federal
employees
- Generally 5 investment offerings that
can be flexibly mixed

- Lifecyle investment option

= Mutual fund investment options for
those fulfilling certain user criteria

- Use of a small number of external
fund managers with compelling
investment platform

«  Large benefits from economies of
scale of the five offerings (almost $1tr
AUM| leads to very low fees for savers

«  Moreinvestment offerings for those

UAE DEWS (DIFC)

= Maximum of 8-10 offerings
with a defaultofferingin place

= Sufficient options but still
benefits from economies of
scale

+ Not overlycomplex

UK NEST

Deciding on the optimal number and
range of investment offerings to make
available to members is a key
challenge. To succeed, there needs to
be a balance between having encugh
options to satisfy the majority of
members needs while having a narrow
enough offering to benefit from
economies of scale and not confuse

= 1000's of offerings
* Complexity
= Defaultoffering

* Higher fees

Case study 2: Swedish DC
investment platform
Up to 2500 investment offerings that
«can be flexibly mixed
Use of large number of external fund
managers

- Compelling investment platform

Limited benefits from economies of
scale of the large number of
investment offerings leads to very
higher fees for savers despite intense
government investment oversight
Significant trust challenge from poor

saver experience contributes to
overall low system trust

Key
considerations

How to balance the number
of investment options to:

1. Satisfy a diverse group of
members investment
preferences

Vs

2. The complexity of
operating and securing
savers due to common
financial and investment
literacy gaps

meeting certain investment
experience criteria to enable them
making better informed decisions.

members

Figure 8: EY's considerations for retirement schemes investment offerings

Approach for scaling an informal sector scheme

EY's tailor-made product strategy for Voluntary Small Savings Schemes could be
considered for use. It initially involves a national initiative but evolves into segmental and
private sector adoption as it matures.

Voluntary Small Savings Schemes
(e.g., general, education, health, emergency)

Mature
Financial Institutions
Product Adoption
» Financial institutions begin to

offer targeted savings
products to the market in
order to increase market share

Intermediate
Product Differentiation

» Financial institutions
customize the basic product
and build upon the minimum
standards of the national
savings program to compete
effectively

Basic
National Savings Program

» Basic product offered to all
citizens

» Acts as an entry savings offering
to initiate saving behaviors
through a simple offering
available to all and easy to
understand

Figure 9: EY's product strategy for voluntary small savings schemes

Emphasis is placed on a phased approach. Initially, the NLTSS could aim to establish a
simple and accessible savings product that appeals to a broad audience. Eventually,
scheme players can be allowed to offer auxiliary services which would generate healthy
competition amongst suppliers and stir engagement from the scheme members.

1.6.3. Feasibility initiatives and considerations for successful implementation

The figures below capture the initiatives® which if carefully executed, increases the
likelihood of developing and implementing a successful informal sector scheme. The

3 The classification of the suggested initiatives is indicative and may vary from actual implementation.
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initiatives and key considerations are drawn from EY’s experience as well as the research
conducted in this study.

The matrix focuses on the level of effort required from supply and policy-side stakeholders,
and subsequently, the level of impact it would have on demand. Using the impact and
effort matrix can help stakeholders make informed decisions about which programme or
initiatives to focus on first. This will ensure that efforts are directed towards those initiatives
which have the greatest potential for positive outcomes.

High
Impact

—
b

Flexible Contributions

2. Build Trust
Low-Hanging Fruit - Impactful Innovations - lefs::r:‘rt:(ri‘;;t[cal 3. Financial Literacy
EffIClIJ t:}?z:gf::-.u rce Resour;: Ou;:ir:;r'g 1zation e o 4. Affordability
4 Resource Deployment 5. Accessibility - Flexible
Withdrawals
6. Attractive

Incentivization

7. Sustainability

i 8. Transparent and
N:;d“;;r; Efficiency Boosters - i -l;?):.r%er:\ee:ts . Transformation Accountable
P Modest Resource P Pathways - Resource Covernance
Commitment FelbmEs EEmmu e Alignment Needed i hnol
I e E g 9. Leveraging Technology
10. Efficient Processes
M. Central Administration
Architecture
12. Coordination amongst
Policy Stakeholders
; R Optimization Strategic 13. Leveraging Established
EUIEL 20 (GO T = Opportunities - Considerations - -
Minimal Resources - Institutions
Required Strategic Resource Careful Re;ource 14. Predictabili
Low €d Management Allocation - ity
Impact

Low Effort

Medium Effort

Figure 10: Prioritisation matrix for feasibility initiatives

EY proposes the following ‘no-regret’ initiatives

coverage of retirement schemes in Uganda:

o O O O

Building trust

Increasing financial literacy levels

Ensuring transparency and accountability

Ensuring efficient processes

High Effort

which if applied may foster increased
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Key considerations for implementing a Long-Term Savings Scheme:

Understand the interdependencies and ensuring traceability is critical in the development of the implementation roadmap
Identify workstream(s) interdependencies and external project dependencies
Leverage on the reusability of existing infrastructure, system and application components to avoid revamp of the existing IT landscapes

The organization’s strategy goals must be defined and effectively communicated internally at the business unit level e.g. distributor — facing and
support functions, business units and departments, as well as external stakeholders

It is important to anticipate potential change in the organization’s external environment (e.g. political, economic, sacial, technological) that may
impact the organization and management’s planned actions, with focus on stakeholder engagement activities for the licensing and authorization
approval.

Relevant resource available to support the timely implementation of the design
Ensure our relevant subject matter experts are available to assist during the implementation
Below are some of the pillars to support better outcomes and a successful implementation

Legal & Governance of Administration Distribution and Contribution Funding of Fees and Government
Regulatory key considerations, advice for compliance start-up costs incentives contribution
implementation stakeholders i.e. people, data Employers and
process, Employees /
technology, Self-employed

user experience

Better outcomes and successes
Figure 11: EY's key considerations for successful implementation of an NLTSS

It is important to meticulously implement the outlined measures to ensure the attainment
of success for the new informal sector scheme.

1.6.4. Addressable market for the informal sector scheme

The new scheme would be developed to cover the entirety of the informal sector. EY global
experience and research reviewed indicate that attraction and take-up of such voluntary
scheme may only gradually grow over time. For some voluntary schemes even those in
developed countries like the US, participation is still far below 100% even after almost five
decades. Some schemes struggle to grow beyond 10%. Moreover, for voluntary schemes
targeting informal sector workers, there's a clear indication that these programs may
encounter challenges related to retaining savers over the long term and encouraging
substantial, periodic contributions. This often resulting in more modest savings amounts
being accumulated over time.

To estimate the addressable market for the informal sector scheme, the number of
informal sector workers (including those in purely subsistence agriculture) will be
multiplied by the monthly recurring savings that an individual within the informal sector
might allocate for the scheme. A description of the addressable market, achievable market,
and target market is outlined as follows:

®,

% Total Addressable Market: The aggregate count of informal sector workers serves as the
foundational parameter. It outlines the potential pool from which participants of the
informal sector scheme may emerge.

% Serviceable Available Market: This is the part of the addressable market that is
realistically attainable. It considers factors such as people’s willingness and ability to
save in the scheme.

% Target Market: This is the specific group of people the scheme would reach out to and
those who would be interested in participating.

To assess the above parameters, the following assumptions have been made.
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Market

Total Addressable
Market (TAM)

Assumptions

Assumes the population of informal sector workers (9.2
million) plus those in purely subsistence agriculture (8.2
million) is 17.4 million. (UBOS, 2021).

The maximum amount 154 Ugandan informal sector
respondents were able to save was between UGX 10,000
to 60,000 (URBRA, 2018).

Based on the above, it is assumed that the arithmetic
average an informal sector worker saves each month is
UGX 35,000, so, annual savings is estimated at UGX
420,000.

TAM is the estimated annual savings multiplied by the
population of informal sector workers.

Serviceable Available
Market (SAM)

For simplicity, the annual savings have been kept
constant.

Assumes that like NSSF, the overall penetration levels of
the scheme may fall at 4% (Note that this penetration
level is a modest estimate based on current
performance. However, the actual uptake may differ
during implementation).

SAM may therefore be 4% of TAM. (It should be noted
that 4% this would be the worst-case scenario).

However, Rwanda's Ejo Heza Scheme as per the (World
Bank Group, 2023) evaluation, has so far achieved 49%
subscriber to total labour force penetration.

If the recommendations and key considerations
highlighted in section 1.6 are methodically applied for the
NLTSS, then it is assumed that SAM may fall at 30% of
TAM.

A moderate 30% has been assumed for the NLTSS
because compared to Rwanda, Uganda has a much
higher GDP and population.

Target Market (TM)

Assumes that like Rwanda’s Ejo Heza, the informal sector
scheme may achieve a modest 1% of SAM during its first
year of penetration.

The figure below outlines the addressable market and expected fund size of the informal

sector scheme.
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Total working age population in Uganda

(UBOS, 2021) 23.494 million’
Population of informal sector including agriculture 9.182 million’

1. Total Addressable Market - estimates the potential size of
the entire market for a product or service.

2. Serviceable Available Market - this is market opportunity
based on levels of penetration attained by existing market
players such as NSSF.

Population in purely subsistence agriculture -
Arithmetic average amount informal sector workers save
monthly

3. TargetMarket - group of people identified as most likely
active customers for the new scheme.
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Approximate amount saved annually by the informal UGX
sector 420,000

.

. In calculating the addressable market, the annual

o lkiddiessabIgtarket UGX 7.308 trillion savings was kept constant for the purpose of simplicity.

| ——

—_— Please note, model is limited by data availability.
Serviceable Available Market at 4% of TAM (worse case | ey 292 32 billion The likelihood of achieving these figures would depend
scenario) " on how well the feasibility initiatives outlined above are

), implemented.
.

Serviceable Available Market at 30% of TAM (if -
recommendations are methodically applied) UGX 2.192 trillion
N —
N
Target Market (assumed at 1% penetrationin the first

UGX 2.923 billion
year)

~—

Figure 12: Addressable Market for Informal Sector Scheme. Source 1- UBOS, 2021

®,

% A key assumption in these projections is that as per our recommendations above, a
compelling long-term savings product exists, and participant outreach is consistently
carried out through a variety of channels.

®,

< The figures may be (more or less) based on restoring and maintaining trust, national
economic growth, and certainty, as well as the absence of natural disasters.

®,

% The government is best positioned to have the necessary long-term perspective and
financial means to continually focus on growing savings.

% The savings capital accumulated may need to be brought to good use in the domestic
capital market to benefit from economic spill-over effect that accelerates prosperity.

1.7. Potential Roles of Key Stakeholders in the NLTSS

A comprehensive understanding of the individuals, organizations, and entities that have an
interest or influence in the scheme's success helps shed light on their roles, expectations,
concerns, and potential contributions to the scheme. This will facilitate tailoring the NLTSSs'
strategies, policies, and implementation approaches to address their specific needs and
foster stakeholder buy-in. The potential stakeholders who would be involved in the scheme,
and their proposed roles are detailed below.
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Stakeholder

Ministry of Finance,
Planning and
Economic
Development —
(MoFPED)

Current

Role in the NLTSS

Responsibility

Co-ordinate
development
planning and
mobilisation of
public resources

Possible primary sponsoring ministry for an
NLTSS governance framework

Approval of budget for offering incentives and
initial seed funding from the government

Board-level representation by the Permanent
Secretary, or representative

To receive and review periodic financial
statements and audit reports

Ministerial approval of board members for the
NLTSS as specified in the legal framework

Ministry of Gender,
Labour, and Social
Development —
(MoGLSD)

Ministry of Health,
Uganda

Uganda Retirements
Benefits Regulatory
Authority - URBRA

Capital Markets
Authority - CMA

Insurance
Regulatory Authority
- IRA

Empower
communities,
particularly
disadvantaged and
vulnerable groups
to harness their
potential

Policy review, and
development,
supervision of
health sector
activities

Regulates the
establishment,
management, and
operation of RBSs in
Uganda

Regulates and
promotes the
development of the
capital markets

Create an enabling
regulatory
environment for
sustainable growth
of the insurance
industry

Possible secondary sponsoring ministry for an
NLTSS governance framework

Board-level representation by a nominee

Promotion of equity, diversity and inclusion in
the scheme and ensure coverage to vulnerable
groups

Promoting the protection of vulnerable groups
and advice on aspects of social protection

Can support in the integration of the National
Health Insurance Scheme into the NLTSS to
prevent duplication of efforts (i.e., scheme
members paying twice for medical insurance
cover)

Licensing, regulation, and supervision of the
NLTSS

Approves the board member and senior
management teams for the NLTSS

Licensing and supervision of NLTSS service

providers (including Trustees, Administrators,
Fund Managers)

Provides licensed fund managers and
investment products

Supports in the diversification of investment
classes beyond government securities

Trains trustees in the diversification of
investment

Provides licensed insurance products and firms

Can review the regulation for microinsurance to
ensure it robustly covers the informal sector
dynamics

Financial
Intelligence
Authority — FIA

Monitor, investigate,
and prevent money
laundering

Monitors the customer activity in line country
AML/CTF regulations
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Stakeholder

Bank of Uganda -
BoU

Fund Managers

Insurance Firms

Licensed Banks and
MFls

Pension Custodian

Pension Fund
Administrators

Pension Technology
Providers

Payment Service
Providers such as
MNOs

Informal Sector
Associations and
SACCOs

Current

Responsibility

Regulates and
supervises payment
systems and
financial institutions

Provide fund
management
services

Provide insurance
services and
insurance products

Provide financial
services and
products

Commonly a bank
who keeps safe
custody of pension
assets

Manage and
administer pension
funds and the
investments and
pay-outs of
schemes

Specialises in
providing
technology
solutions and
services for pension
plans

Provide payment
service providers
and payment
instruments

Member
associations for
target audiences

Role in the NLTSS

Provides licensed payment systems operators,
payment instrument providers and licensed
financial institutions as custodians

Can collaborate to expand financial literacy
efforts

Act as external fund managers for the NLTSS by
investing funds allocated to them and reporting
on investment performance

Provide customised insurance products to NLTSS
customer base, such as education insurance.

Act as retail intermediaries and aggregators for
registering new members and providing credit
facilities to NLTSS members

Act as recipient banks for the NLTSS for member
contributions

Can supply field partners for customer
acquisition and financial literacy

To hold physical custody of the financial assets
and securities of the Scheme.

Receive and pay-out all funds for the NLTSS

Manage and operate the central administration
and delivery platform

Providing subscribers with access to the
scheme’s services (including contribution,
collection, reconciliation, and transfer).

Expanding the scheme’s coverage
Develop software platforms, applications, and
tools that help retirement plan administrators,

employers, and individuals effectively manage
and administer retirement benefits

Digital transformation of retirement scheme
management

Provide low-cost access to mobile money
systems as a service provision channel e.g., for
members to transfer contributions periodically

Outreach and education to NLTSS members

Provide feedback on the perception and
performance of the NLTSS

Can act as board-level representation for the
informal sector
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Stakeholder Current Role in the NLTSS

Responsibility

= Conduct feasibility studies, provide advice and

Donor Agencies and = Support feasibility recommendations

Development and establishment

Partners of the NLTSS = Provide seed financing to operationalize the

NLTSS

General public
(formal and informal = Potential customers | = Potential users and advocates of the NLTSS
sector)

Table 2: Stakeholder roles and responsibilities in the NLTSS

Success measures should be clearly defined and quantified to support the design of the
scheme and ensure that stakeholder ambitions are met.

Success measures Stakeholder ambitions
Government
* Participation rates Government
+ Contribution levels Helping meet Vision 2040 goals
* Scheme asset accumulation * Accelerate financial services market development

Scheme start up costs * Accelerate social development
* Promote savings culture
Participants + Enhance financial education
+ Security of henefits and payments * Promote Uganda as a place to work and retire to
* Flexible tailored investment options « Mitigate repatriation of funds

* Low scheme charges

* Voluntary contribution option Participants
+ Superior customer experience + Improved financial wellbeing
= Plan for financial future
Employers « Financial knowledge acquisition
Improved staff attraction & retention * Accumulate sufficient wealth to consider retirement in XYZ

Lower benefit costs

More stable benefit costs Employers
More stable financial position * More committed workforce
Minimal onboarding disruption Improved profitability

Minimal renewal burden * Improved long-term sustainability
Low regulatory interference + More simple benefit regime
More simple HR / Finance operations

« e o o o s e

Figure 13: EY success measures vis a vis stakeholder ambitions

Outlining the success measures helps to ensure alignment with stakeholder expectations
and objectives, allowing for the effective tracking of progress and outcomes. It enables
better decision-making, resource allocation, and adjustments to optimize the scheme's
impact, thereby increasing its chances of meeting the intended goals and delivering
tangible benefits to participants and stakeholders alike.

1.8. Future Considerations: A Scheme to Formalise Informal Savings Groups

Informal savings associations such as Village Savings and Lending Associations (VSLAS)
have a large membership of the informal sector. They support in the provision of access to
financial services in underserved rural and remote areas, fostering financial inclusion
among marginalised communities. Informal savings associations also help promote
savings habits, build financial literacy, and offer access to small loans which contributes to
the economic empowerment of the informal sector, as well as social cohesion amongst
communities. However, there is no structured supervisory mechanism to monitor these
associations and membership penetration, they are usually small-scale which hinders their
ability to mobilise significant savings, and often, they lack access to more diversified formal
financial products and investments.
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So, as a future consideration, it may be beneficial to utilise the NLTSS as an umbrella
scheme to formalise informal sector associations into one central administration
architecture. Informal sector associations could be onboarded as distribution agents for the
scheme with a commission paid to them for their work. They could also support in
extending financial literacy to their members and securing and retaining savers.

It could be mandated for all associations to register in the umbrella scheme. However, they
could retain ownership of their members and how their associations are run to promote
autonomy. The NLTSS would serve as an oversight body to ensure their administrative
efficiency.

The NLTSS' central administration structure would provide the associations with:

= A custodian bank to securely store member funds and automatically pay out funds
to members.

= Trusted fund manager(s) and structured fund management practices to invest and
report on investment performance.

= Financial literacy training to members. This can be done through a train-the-trainer
approach where the scheme trains the leaders of the associations and empowers
them to deliver the training to their members and communities.

= Arobust technology infrastructure with electronic Know Your Customer and digital
payment systems enabled for both feature and smartphones.

= Avariety of insurance options (e.g., medical, education) which members can sign up
for.

Key values derived from this recommendation are the opportunity to efficiently
coordinate, aggregate, and formalise informal sector groups, and to ensure more efficient
coordination and coverage of financial literacy efforts. It is worth noting that delivering

this approach may be met with resistance to change from members and leaders, loss of
some level of autonomy within associations, and difficulty coordinating large groups of
associations with varying needs.
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1.9. Key Risks and Mitigations

Identifying the potential challenges and threats that could hinder successful development and operation of the NLTSS will help ensure
preparedness and application of safeguards. Highlighting this will help ensure sustainable implementation.

Risk Category Risk Description

Compliance,
Political and

Ministry-level

Likelihood @ Impact Residual
(L, M, H) (LM, H)  Risk

Mitigation action(s)

= Compelling feasibility study.

= Engage strategically with ministries and parliament.

= External financial support on seed funding.

= Clearly articulate unique selling point to stakeholders for NLTSS as the
premier scheme for informal sector.

=  Engage strategically with parliament, line ministries and line regulator.

= Engage strategically with donors and central government.

= Engage in adequate budgeting, planning and cost benchmarking prior to
scheme development with joint partners.

Regulatory apathy to NLTSS

Risk
Anti-

Market Risk competltlon
actions from
NSSF

. . Insufficient

Financial start-up

Risk funding
Inadequate

Saver participation

Uptake Risk | from the

informal sector

= Conduct mass sensitization/ extensive awareness campaigns and financial
literacy programs.

= Simplify enrolment process.

= Offer attractive incentives, such as matching contributions and education
insurance to encourage informal sector workers to join the NLTSS.

Technologic
al Risk

Inadequate
infrastructure
for NLTSS
implementation

= Assess existing infrastructure.

= Utilise experienced external consultants for NLTSS development.

= |nvest in latest pension technology and systems.

= Training and capacity building of implementation staff.

=  Form strategic partnerships with various private sector firms.
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Likelihood Residual

(L M, H) Risk Mitigation action(s)

Risk Category Risk Description

= Develop a sustainable financial model for the scheme.
Inadequate = Develop a concise financial sector development plan in conjunction with
sustainability the NLTSS. The plan should focus on widening and deepening the
measures and M H M financial market and diversifying financial instruments for investment of
long-term pension funds.
funding ) . . . .
= Conduct regular financial assessments and adjust funding strategies
. accordingly.
Operational
Risk = Proper and frequent stakeholder engagement and coordination.
Lack of clear = Conduct regular planning, monitoring, and evaluation sessions to
implementation benchmark progress against targets.
structure a@d L H M =  Equip responsible authorities with the necessary skills and expertise for
strategy during effective scheme management.
roll-out of the Rol Sl : ;
= oles and responsibilities should be clearly commmunicated to different
scheme actors, including beneficiaries, government agencies, private sector, and
development partners.
= Strengthen URBRA's capacity to effectively regulate and supervise the
sector.
Cor.n.p||ance, C}overnan.ce = Review and update the existing regulatory framework.
Political and | risks relating to M 4 M | <k_based ) ; « o | ) "
Regulatory fraud and = Develop a risk-base .superws_or‘y_ ramework to prioritise allocation o
Risk corruption resources and supervisory activities.
=  Enhance collaboration and information and information-sharing amongst
various partners.
Lack of = Diversify investment portfolio to include assets with strong ESG
) sustainable and performance.
ESG Risk . M H M - .
responsible = Implement ESG due diligence on potential investment
investment = Encourage active engagement with companies that promote ESG.

Table 3: Potential risks and mitigations
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2. Next Steps

2.1. Points to Consider on the NLTSS Governance Structure

EY's prior experience indicates that adequate and effective setup, ongoing governance,
and oversight, as well as legal and role clarity are key elements to convert opportunities like
NLTSS into meaningful short and long-term outcomes. A recent IFC and EY report (EY and
IFC, 2023) indicates the benefits of leveraging experienced global, regional, and local
private sector providers, their capital, and capabilities plus the benefits from spill over
effects from domestic risk capital from savers.

As the NLTSS is a long-term initiative, robust short and long-term planning is crucial to
enable effective evolution and essential creation of stakeholder trust.

Establishing a robust governance structure for the
NLTSS entails essential roles for ministries. From EY’s observations in similar contexts, we
would recommend that the Ministry of Finance, Planning and Economic Development is
designated as the primary sponsoring Ministry for the NLTSS, and the driving force behind
the initiative to lead the formation of the NLTSS. This is because the NLTSS is a financial
product dealing with social security and the mobilisation of public resources, which aligns
with MoFPED’'s mandate to regulate financial management and ensure efficiency in public
expenditure, as well as oversee national planning and strategy development initiatives for
economic growth. Some key tasks which would fall under its purview are:

% Leading the planning and implementation committee for the establishment of the
NLTSS

% Set the governance and legal framework for the NLTSS

% Review and approval of budgets for the NLTSS, including the budget for offering
incentives to members and suppliers/distributors

% Set the terms for the project team/consultant to operationalize the NLTSS in the
pilot phase.

% Lead the formulation and presentation of the Regulatory Impact Assessment to
justify a prospective NLTSS bill

% Seeking a license from URBRA for the promulgation of the NLTSS Act

% Review the tax code and other relevant legislation to identify and propose possible
incentives that can lead to an attractive and viable NLTSS in the long-term.

% Seek out seed financing partners for the NLTSS.

We would recommend that a nominee from the Ministry of Gender, Labour, and Social
Development should also be represented in the Board of Trustees of the NLTSS.
Participation from the Ministry of Gender is essential to ensure guidance on gender-related
issues, social protection (e.g., fiscal transfers), NLTSS benefits package, ensure the seamless
integration of equity, diversity, and inclusiveness throughout the NLTSS, and the
safeguarding of vulnerable groups including women, youth, older people and persons with
disabilities.

As the NLTSS crystallizes into a formalized
structure, the promulgation of an NLTSS Act may be necessary. This should be a thin Act
which delineates specific aspects of the scheme, including objectives, features, eligibility
criteria, member contributions, incentive provisions, and other operational aspects such as
governance structures, and management protocols. This will ensure consistency and clarity
in its operation. The creation of the thin Act should be collaboratively done with other
institutions such as the Insurance Regulatory Authority, Bank of Uganda, Capital Markets
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Authority, and Uganda Microfinance Regulatory Authority, and the contents should be
cross-referenced with other existing legislation and programmes including but not limited

to:

7
o

7
o

7
o

5

%

5

%

5

%

Uganda Vision 2040

The National Health Insurance Bill

The Electronic Transactions Act

National Financial Inclusion Strategy
Microfinance Deposit Taking Institutions Act
Bank of Uganda Act

Data Protection and Privacy Act

= Capital Markets Authority Act

2.2. Tactical Steps Over the Next Two Years

Timeline Activity Output
Develop a detailed Implementation Blueprint
containing key activities to derive an NLTSS pilot
Month1- 9 ey crvean T e b - NLTSS pilot
based on the recommendations in this report.
Month 3 . s . launched
Assign roles and responsibilities using a RACI
matrix and develop a budget plan.
Develop a business case / pitch deck for potential
Month 3 — artners showcasing the value proposition of the
P g . prop . . = NLTSS pitch deck
Month 4 NLTSS (e.g., domestic capital growth, financial
inclusion, old age financial security)
=  An NLTSS Act
. thati If-
Month 2 - Work towards the establishment of the NLTSS Act, ; I.S S.e
L . . . sustaining and
Month 24 ensuring it coordinates with related existing laws. . .
cohesive with
related laws
=  Positive media
Month 5 - Crowd in large DFls (e.g., IFC) to stimulate positive coverage,
Month 10 media coverage and capital injection. expertise/advise,
and capital influx
Crowd in a small number of foreign supply-side =  Partnership with
Month 5 - providers (e.g., fund managers, insurers, reputable
Month 10 telecommunication providers) already active in institutions,
Uganda and in neighbouring countries expertise/advise
Form a joint planning committee including key
Month 10 stakeholders from identified DFIs and supply side =  Establishment of
providers. This will be in the form of an effective a joint planning
Month 12 . . . .
Public Private Partnership led by the Ugandan committee
Ministry of Finance.
Month 13 — Define key selling points and formal oversight =  Manual outlining
Month 16 requirements for informal sector savings the incentive
associations and credit associations. Create a package and
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Timeline Activity Output
manual for their regulation, incentivisation, and regulations for
inclusion into the Scheme associations
Month 17 - 20 Identify credit associations to serve as customer MOUs signed
acquisition channels / product delivery points of with onboarded
presence. Memorandum of Understanding (MOU) credit

should be signed with identified associations, and
they should be onboarded onto the Scheme’s
planning and implementation process

associations

Post month 24

Scale up pilot(s) and build an effective, efficient,
well-managed, promoted and overseen
engagement, enablement, interaction, and delivery
infrastructure

Efficient and
effective NLTSS
infrastructure
that is enabled to
deliver expected
outcomes

Post months
24

Establish a robust NLTSS industry governance
framework to regularly review, refine, and evolve
NLTSS

Agile NLTSS that
evolves

Table 4: Next Steps over the first two years
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3. Outline of the Detailed Report

*

Section 2: Methodology for the 2023 Survey - The section details the methodology
applied for the assessment and highlights the literature review, survey administration,
and data collection process.

Section 3: Analysis of Long-Term/Retirement Savings Scheme in Uganda - This section
provides a summary of retirement savings within the informal sector and evaluates
long-term savings programs from the viewpoints of demand, supply, and policy
aspects.

Section 4: Considerations for a Feasible Informal Sector Savings Scheme - This section
explores the factors to consider for a long-term savings scheme in the informal sector,
drawing from the World Bank Literature and EY experience.

Section 5: Long-Term Savings Schemes in Uganda, Demand-side Analysis - This section
examines the demographics of the informal sector and explores the potential for a
national long-term savings scheme based on its latent demand.

Section 6: Long-Term Savings Schemes in Uganda, Supply-side Analysis - This section
provides an overview of supply side players who may play a role in the NLTSS. It also
outlines key considerations for effectively utilizing mobile devices and other
technologies in the scheme.

Section 7: Analysis of the Economic and Regulatory Environment - This section
examines the economic and political impacts, relevant laws, and financial sustainability
of long-term savings schemes and retirement benefit schemes.

Section 8: Benchmarking Long-term Savings and Micro-Pension Schemes - A
benchmark analysis is needed to properly review lessons learnt from similar schemes,
adopt key success factors, and avoid pain points. Due to their conceptual similarities
with the NLTSS, Rwanda’s Ejo Heza LTSS and India’s Atal Pension Yojana micro-pension
scheme were selected as benchmarks.

Section 9: EY/IFC Framework for Assessing Pension Market and Provider Ecosystem —
This section examines the feasibility of developing a new scheme for the informal sector
in Uganda. The EY/IFC framework highlights the ideal functions and mechanisms
within the pension and provider markets.

Section 10: Recommendations to Inform the Development and Implementation of an
NLTSS - This section delivers recommendations drawn from the rapid assessment. It
outlines success factors pertinent to the NLTSS, offers insights into the addressable
market scope for the NLTSS, and outlines key risks along with strategies for their
mitigation.

Section 11: Appendices — This section contains a sample of the questionnaires used for
the 2023 survey.

Section 12: References — This section compiles the documents cited within this report.
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5. Glossary

Informal
Employment*

Informal
Enterprise*

Informal
Sector*

Latent
demand

Long-term
\Vilale]
scheme

Population in
Employment

Working
Population*

Informal employment comprises all work, whether carried out in formal
sector enterprises, informal sector enterprises, or households where
employment relationships were, in law or in practice, not subject to
social protection (i.e, no provision for pension or contribution to
National Social Security Fund) and no entitlement to paid annual leave
or paid sick leave.

Informal enterprises are those not registered by Uganda Registration
Services Bureau (URSB) or by the Uganda Revenue Authority (URA) for
Value added tax / income tax returns. Some of their characteristics
include, incomplete books of accounts, lack of a formal place of
business, lack of employment contracts, lack of formalised business
processes and structures.

Informal sector includes all economic activities that are not regulated
by the government. They produce at least partly for the market and are
often characterised by small-scale operations, low levels of organisation
and limited access to formal financial and legal systems. It excludes
households that produce exclusively for own final use, subsistence
agriculture, construction of own dwellings, etc.

Latent demand refers to demand for a good or service that consumers
cannot satisfy for three main reasons. First, the consumer does not have
enough money to buy the item. Second, the item is not available. Third,
the consumer does not know that the product or service is available.

In this report, the term long-term saving scheme, which encompasses
retirement benefit schemes, denotes a structured program or
arrangement designed to help individuals accumulate and grow funds
over their working years, to cater for set goals.

Comprises of employed persons “at work”, i.e., who worked in a job for
at least one hour and employed persons “not at work” due to temporary
absence from a job, or to working-time arrangements (such as shift
work, flexitime, and compensatory leave for overtime).

The working population is categorized into five mutually exclusive
forms of work: own-use production work, employment work, unpaid
trainee work, volunteer work, and other work (e.g., community service).

*Uganda Bureau of Statistics: National Labour Force Survey 2021 - Main Report
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