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 Uganda’s Hotel Industry
The hotel industry is a major part of Uganda’s hospitality industry and a cornerstone of the tourism industry.  Hospitality is deep rooted into the culture of Ugandans. Uganda’s reputation as” Africa’s Friendliest Country” stems partly from the tradition of hospitality common to her culturally diverse populace, and partly from the remarkably low level of crime and hassle directed at tourists. Ugandans take real pride in our food variety and texture and have a very long history and heritage of the local cuisines, whilst being open to adopting new tastes into our food menu. Food is not just a need in Uganda, it is a lifestyle.  All that Uganda is proud of can be found in Uganda’s hotel industry.
1.0  Uganda Hotel Owners Association at a Glance
The Uganda Hotel Owners Association (UHOA) is the umbrella body for all hotels in Uganda. The association was started in May 2000, and it boasts of over 600 members spread across the country. Membership to UHOA includes accommodation facilities including hotels, lodges, motels, campsites, and Airbnb’s. 
UHOA’s main role is to lobby and advocate for better services and conducive tax laws for the hotel sector in Uganda. UHOA works closely with the Government of Uganda, Development partners, Non-Government Organisations (NGOs), and Private sector associations to further the interests of the association. 
Some of the roles of the association include; 

1) Promoting collaboration and partnerships with government and donor agencies, 
2) Protecting the interests of hotels and enhancing capacity, 
3) Ensuring a conducive investment climate for its members, 
4) Marketing of hotel business both within Uganda and internationally, and
5) Playing a representation role at different platforms as well as supporting member associations to identify and recruit suitable personnel. 
3.0 The Hotel Industry in Uganda.

In 2009, there were 1,138 accommodations establishments registered in Uganda. A sample survey of 72 establishments taken in 2008 revealed an average occupancy rate of 30.1%. According to Ministry of Tourism, Wildlife and Antiquities, hotel establishments in Uganda were estimated to be 2,678 by 2013.  Today, Uganda has over 3,400 hotel establishments with over 200,000 rooms and 300,000 beds according to data from the Ministry of Tourism Marketing Master Plan.
The hospitality industry in Uganda grew by 20.6% in FY2011/12 with hotels and restaurants accounting for 5 % of the total GDP of the country at current prices
The hotels in Uganda are owned by a wide diversity of players including Ugandans, government of Uganda, regional and other international owners. The ownership of the hotels in Uganda is approximately 90% owned by private sector against 10% public aided.

Other statistics in the Hotel Industry in Uganda are as follows:
· Annual Tourism revenue contribution of over $1.6bn in 2019.
· The National average room rate is slightly over UGX 60,000 ($16).
· National average room occupancy is approximately 28%; with Kampala at approximately 60% (Out of Kampala is 30% and National Parks 17%). 

· The sector employs over 400,000 persons (58% of the employees are women).
· The sector employs mainly the youth (18 years – 30 years of age) 77%.
· According to the Uganda National Bureau of Statistics, jobs in the tourism industry are estimated at 428,798 jobs, of which 354,167 jobs are from the food and accommodation sector alone (UBOS, 2013).
4.0 Impact of Covid-19 on the Hotel Industry 

Like all tourism industries around the world, the Uganda Tourism sector was not spared the effects of COVID 19. Uganda had one of the longest lockdowns and as a result, the hotels suffered huge financial and physical setbacks. 
Notably:

· 8 in 10 cancellations in reservations in the period March – June 2020.
· Hotels lost USD 320M between March 2020 and June 2020 in business.
· 85% of all booked conferences were cancelled in 2020.
Study findings show that before the pandemic struck, hotels boasted an occupancy rate of 58.2%. However, between March 2020 and June 2020, hotels operated at an average occupancy rate of 5.3%. Estimated occupancy between July and December 2020 was 10% - 20%.
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The Employment Status in the hotel industry during the period of lockdown and immediately after is as follows: 
· 156,718 (57.2%) of all staff on unpaid leave.
· 94,512 (34.5%) of all staff experienced pay cuts.

· Only 20,059 (7.3%) remained on full pay.

· 2,705 (1%) were officially laid off.

It was projected that about 66% of all jobs in the hotel industry would be lost by December 2020 but with the recovery, the employment levels are consistently growing, and will do so until the sector fully recovers and flourishes.
Despite the end of the lockdown and removal of all restrictions, Hotels face the prospect of a long recovery. Over the coming years, business will vary based on a number of factors including value scale, location, and demand profile.  It is hoped that as travel returns and normalizes, so will business and leisure travel, which is a required respite to the hotel sector.
5.0 Challenges of The Hotel Sector in Uganda
a) Lack of Skills Development. 
There are very limited funds available to the sector for regular and periodic skills development and training. UHOA is currently running training programs for its members, but the number and impact are still very low due to limited funds.  
There is a need to train and develop local talent so as to ensure that the new and changing hotels are professionally operated, maintained, and managed. All hotels including those out of the major towns must be able to offer services that all their customers expect without having to over rely on ex-patriates. The association needs to source support that will enable it to invest more in training programmes and partnerships with players in its ecosystem as well universities and schools.  This will ensure that all staff are always competent, skilled, regularly trained and are able to meet the regular and new requirements of the evolving international industry. It will also enable the sourcing of young people for entry level jobs.
UHOA urgently needs the Uganda Hotel and Tourism Training Institute together with relevant stakeholders to support in addressing the training and skills gap challenge.
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Picture outside The Uganda Hotel and Tourism Training Institute t
b) Poor Human Resource in the Sector
A Labour market skills audit report (LMNA) and a skills audit in the hotel sector confirmed that there is a clear mismatch of human resources as allocated in the sector. The hotel industry does not have adequately sourced and trained staff working in hotels, which challenge is further complicated by the changing requirements of the industry and the constantly changing workforce, customers, and expectations of the industry.

Careers in the hotel industry can be extremely rewarding, however, they are also challenging and fast-paced, which can be overwhelming for most people due to the diverse number of people they deal with, changing and different expectations, varying demands, challenging customers, long work hours, endless days, low reward and remuneration, among others.

In the hotel industry, customer service remains to this day the backbone of the entire hospitality industry. All the important segments of the hotel industry such as food delivery and care are driven primarily by customer service. While customer satisfaction is important for any successful business, the success of the hospitality industry relies solely on whether the customer is happy or not. In this age of the Internet where social media platforms are king, an unhappy customer can be the source of an unnecessary headache. To prevent bad reviews, which are the death of every business, the hotel industry must do everything to ensure customer satisfaction.

c) Very High Taxes, Numerous Taxes and Double Taxation

Hotels have a very unfavourable tax regime. Currently, hotels are paying 21 different types of taxes and licences and 2 statutory deductions which makes hotels in Uganda more expensive than our East African counterparts.  Further to the above, 2 new taxes have been proposed to bring the total of statutory payments to 25.  Please see below the taxes, licenses and other regulatory payments levied on the hotel industry:
	Hotel Industry Taxes

	No.
	Name of Tax
	Amount

	1
	Corporation Tax
	30%

	2
	Withholding tax
	6%

	3
	Value Added Tax (VAT)
	18%

	4
	Hotel Tax
	$2 per room per night

	5
	Local Service Tax
	Differs per District

	6
	Service Charge
	5%

	7
	Fees to Trade Unions
	Ugx. 2,000

	8
	Occupational Safety and Health
	Ugx. 2,000,000 @ star of the hotel

	9
	Copyright Tax for Music
	Ugx. 1,000,000

	10
	Property Tax
	varies but is in excess of Ugx. 200,000

	11
	Copyright Tax for Movies
	 

	12
	Ground Rent
	Ranging between $5,000 and $10,000

	13
	Service Charge
	5% of total restaurant bill

	14
	Per person night fees (national Parks)
	Between $5 to $30 per person per night 

	Licenses

	15
	Trading License
	 

	16
	Restaurant License
	

	17
	Bar License
	 

	18
	Swimming Pool License
	 

	19
	Operations License
	 

	20
	Liquor License
	 

	21
	Entertainment License
	 

	Regulatory Payments

	22
	Pay As You Earn (PAYE)
	30%

	23
	National Social Security Fund (NSSF)
	15%

	Proposed New Taxes

	24
	Uganda Tourism Board (UTB) License
	Ugx. 300,000

	25
	Tourism Development Levy
	 


UHOA is lobbying and engaging the relevant stakeholders and government ministries and agencies to review and remove the same, including providing holidays and relief to enable the recovery of the sector.

d) Very high Bank interest rates

Many hotels use loans and advances from financial institutions to support their capital development and operations. The sector staff further source loans to enable personal development and operations. Most of the loans carry a 20-25% interest rate, which is very expensive and constrains the ability of the borrowers to meet the loan obligations on time and subsequently break even. Further, the banks are not able to lend to the hotels long term even when the need they have is developmental and long term. Hotels and lodges thus borrow short term to fund long term investments. This has led many hotels and lodges to either close down, cut down on employment and operate at sub-optimal loss-making levels in order to meet the loan obligations and covenants.
e) Grading and Classification

For Uganda’s hotels to be competitive within the East African region, they need to be graded and classified. This process is slow and UHOA as a representative of the employers during this process is lobbying and supporting the process to ensure it is done more expeditiously, and the benefits thereto realised.
f) Lack of Adequate Marketing, Advertising and Branding
Uganda has several beautiful hotels country wide, however, the public does not know about them because they have not been well marketed, positioned or advertised. Whilst UHOA is trying to promote domestic tourism to attract more Ugandans to visit the national parks and hotels, the role of government in promoting the country and its tourism will be instrumental especially regionally and on the international market to enable them to understand and appreciate what Uganda has to offer in tourism including the hotels, lodges, motels, campsites, and Airbnb’s.
6.0 Potential of the Hotel Sector - The Hotel Sector in Recovery
The years 2020 and 2021 have shown how resilient the hotel industry in Uganda is. Despite the gloomy outlook from 2020, the tourism sector is getting back on track and future projections look very promising. Employment in the hotel sector has gone back to almost 80% pre-covid levels while investment in the sector has resumed. Hotels have also commenced and/or completed remodeling activities to revamp their establishments. Government is facilitating the Meetings, Incentives, Conventions and Exhibitions (MICE) segment of the tourism industry to encourage more meetings and conferences to be held in the country. The Uganda Tourism Board has also embarked on a grading and classification activity for all the hotels, which will make the hotels more competitive in East Africa.
As the economies globally continue to get stronger, businesses are growing, individuals are also starting to enjoy increased salaries and better income that are enabling them to make wise spending decisions. The hotel industry is one sector that is benefiting heavily since it is at the heart of the growth.
The key drivers and opportunities that will support the recovery and growth of the hotel industry going forward include:

	Initiative
	Details to the Initiative

	Marketing, Advertising and Branding


	The development of tourism in Uganda and subsequently the hotel industry relies on successful marketing, advertising, and branding of the country, people, products & diverse locations. 
Advertising enables the business owners to influence the decisions of travelers who haven’t decided on destination & focus of the holiday, as well as those who do not know where to go.

	Human Resourcing including training and skills development
	This includes recruiting, inducting, training, and ensuring competent, educated, and experienced staff manage all aspects of the hotel value chain and ensure consistently high & unique customer service.

	Use of Technology
	Advances in technology have completely reshaped the way the industry operates. This is a must for Uganda’s hotel industry.  

Social media platforms are enabling travelers to be more informed about the places they want to visit as well as how they want to get there and where they want to stay.

Technology has increased the efficiency of the hotel industry and has helped to greatly improve customer experience.

	Uniqueness of hotels, lodges, motels, camps & Airbnb’s
	Uganda has a uniqueness in the spirit of hospitality and its people that must come out in each respective place of lodging, uniquely.  Generic and impersonal hotels will struggle to survive in the future.  

Hotels must have a personality that will connect the existing and prospective clients – this is a vital ingredient for travelers who are looking for a unique travel experience as conveyed via the staff and the property itself, which personality should also permeate the accommodation facility’s online presence.

	Sharing Economy
	The Airbnb’s presented a major disruption in the travel industry.  They do not kill hotels but complement them and a growth in a diverse hotel industry is good for the overall economy, and provides opportunities for linkages with hotels, motels, and camps.

	Online travel agents
	These make it so much easier to find hotels and for hotels to reach their target audience at a low cost. Hotels are able to brand build and have room occupancy like never before.  It does come at a cost however, but a partnership with travel agents will increase the usage and occupancy of the various hotels, motels, lodges, camps, and Airbnb’s.

	Use of Digital Marketing
	Using digital marketing enables one to reach various travelers.  Now more than ever before customers are interacting with digital experiences and are now expecting to be communicated with via digital formats
It is important to ensure that travelers are finding and booking your rooms.  Distributing your rooms to the right channels is vital to the success of your business.

	Targeting the Young
	Young people have a sense of adventure and a desire to travel.  Thus, this generation brings an opportunity for life changing and life enriching experiences which are available in Uganda, if properly packaged.

	Demand for Different Operating Models
	Travelers crave convenience and time efficiency and appreciate changes in the operating models of hotels e.g., flexible check-in and check-out, ease within which they check in and out, etc.

	Modes of payment
	Payment should be seamless, easy, fast and hassle free. Alternative modes of payment are now available including cash, e-money, etc. and the hotels should be able to accept and process such payments seamlessly.

	Smart Rooms
	In context, travelers will pay for the convenience of a room that has facilities like charging, smart controls, Wi-Fi, entertainment facilities etc. – so that they do not need to move out of the room for facilities.

	Green Rooms
	The world is becoming increasingly environmentally conscious where it is starting to impact the traveler’s choice about where to stay.  Hotels are reacting by using solar power, conserving water, reducing plastic, adopting motion sensors, and adding meat alternatives to menus.  Guests now expect hotels to join the sustainability movement.


7.0
Conclusion

The outlook for the hotel industry in Uganda is optimistic, with the recovery of the global economies, and the country.  During this period, the industry has readied itself and will continue to do so going forward.
Key trends to focus on and ensure that the sector remains relevant globally include the use of technology, impact and use of social media, growth in travel needs globally including Asia and Asia pacific, the various channels for distribution that are available for use, the wellness movements and how the sector can weigh in, the need for guests to be enriched by their travel experience and the fact that travelers are willing to pay more for a more unique and enriching travel experience.

It is important for all key stakeholders in the hotel industry ecosystem including government, development partners, the financial sector, suppliers, employees, customers, service providers, other players in the tourism industry to mention a few to work together to support resolve the challenges in the sector and benefit from the synergies that will help ensure the hotel industry recovers and flourishes sustainably.
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