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UiTIlODUCTION.-I The Credit Advisor nrrived in Kampala I Uganda on AU@1st 22, 
H.\r- a;,sil~led duties lIere to contribute to the objectiveI-; of helping the Savings 
r.nd Credit Soc'tion of the l1inistry of Cooperati Vllt' and IJ;.I.rkr.tina, in collabora
tion flith the 'Credit L\1partment of the foIlnistry of Agriculture and Forestry I 
re-vl t..:.Hze and rehabilitate the hintoricnl Coopcr".ti vo Credit Schnrnc (CCS). 
Undl'lr the CC3 rI pr1mary cooperatt ve societies r.cce1 vell 10f\n~ to enabJ;Cl thern 
m~~ke proriuction loans to their farmer member:3, In ndrl.i tlOll, the Credit Advisor 
I"".:; to help the Cooperati vo Dank (CBU) to strenGthen its operations.

I ' ' 
DACKG'IOUIIDI- Shortly after his arrival the Credit Advisor determined that the 
Ceoper-\.th'e Credit Scheme, a1.thoueh still alive, was in a virtual !;tate of lirnbo 
due to the imIA"\ct of the Amin years on the economy. As a con::;equence, on~y piti
fully lO~1 nalaries \Jere being paid to credit personncl at headquarterG and in 
the i:strictli, Virtually no funds ',Iere available for travnl and operating e:(
pl!nr-en. The only new money for lending wan m<l.oe available by a feiJ District 
Jn10n:; for on-lending in their districts and the amount involved Hun il pittance 
in re.btion to' the nlt1.gnitude of the production credit needs of fa~mers. Given 
the severe f1n-~ncial crisis faced by the Government of UGanda as reflected in 
the budgd fqr j the Ninistry of Cooperatives and H:1.rketing (NCH) the ~viderce ~clS 
,le/'.r 'l!l(l t there waG no prospect that the /olCH "loulrI be provided the fund:; needed 
to i'lount and sllste1.in the exp;"\nsion of a smull farmer orientmI production cr!,!dit 
progmm c.3.j):\ole of meeting the credit needs of i.\ reasonahle proportion of Ugandan' 
f?r:ners. Although the historical CCS lias con:'iidered to be quite Imcces:;fu1 d4r
iog its early years b~::;ed on the rep;.\Y1nent performance of bo:::rovler:> i t nev~r I 

l:eached more than from throe to fi vo percent of the farmers, 

I 
It II"-:! obv101l:31 tha.t crp.dit pernonnel from the l'lCl1 ,Iere acutely (\,r-J.re of the prob
lcm before the 1\rrival of the Cred1 t lid visor and. wero tryilJ~ to do l30mething 
itbout 1. i; Po'/en though thp. prospects for t\IICCOSr. He):!? / len::; th;.I1\ promif.ling, The 
evJ.df'ncn of this wa~; lr)(\.nifesteu in an AUg\If>t 18, 198) rfJpoTt untHled liThe Pro
pr.:;cd U(i1.ncl,1. Cooper" tbe Farm Crcrilt 3y::;tp.m, II 'rho report 'Ia.::; prcp;n:od by an 
1 \fo':!in 1 comm it tee composed of professionil.l pr::n',onncl from the Se'.Vings and Credit 
Section "ntl other uni b of the Dep:n-tment of Coopr.n:ati '1tl D~v('lloprnellt from the 
I-Hn.t!"try of Coopera tt vel; "Od 11.-1. rketing•. 1ho member:, of the Committee IIrn:o 1n
divirlu.:l.l:.; :ho Imd returned a shod while before [rom :.;tudying the Cooperative 
~1rm Cn1clit System in the United Staten under the :>ponnorship of the Food Pr.o
duct.ton Support Pro juct. Initially I the Commit tce propo::al ,cUd not receive 
f,eri~IJ!J con~l.rlr.·.cati()n iJy the l-lCr·!, This ':..s prob:lbly due to the fact that key 
I'JCN ofiici11.ls iiere out of the country when the propo::;al HilS ::;uoIllHted, AJ.::;o I 

l.lHl intere:;t of the Government and the HOH in rehabilitating the Coopera~iva. 

Dank rntti{,7'\ tl'ld I against the establishment of a neW crerlit inntitution, I' 

On IlovetnilCr J I 198} thn Credit Ad visor' nuomit tod. n.n in depth critiq lie of the 
IJli'Lnd'l Coopumtive fo"drln Crp.dit System proposal in an attempt to brine about a 
'Iflr,l:il.on 0.:; to \'I~lf~ther or not it. nhould be pur;-;ued. AIHo, du r.inG tl1e period 
D,~r:\~mlll'1r l~-lJ}, 190) a Seminar Ir..U3 held for J\Wt.ic1P:lOt/; 'rlho hild returned from 
tr.1.in ins in the United States, Dl.lrlllf, the Semlnar the JY.Lrtic1p~\nts Were e:hCll 
nn opportunity to rtl<1.ke ~uggestion:.; fo:' 0 trf!n/jtrwning the Coopera t~ vo '110vemerlt 
\ :,,1 for iJ:\prp'Iing the econornic well-being of famerG, pl."t1culnrly,tlte 8j11a:11, ' 
fil rmcrf. Nho account for the bulk of Uganda's farm productfl. 1his group filso 
') () 

: It 
I (;" \ 

fl ' 

ol !. ~J 

.
 
• ...' I •• ,. 

SENI-MIHUAL REPORT r'OR PEHroD EHDTHG WI.Y 31, 1981~ 

Lj~IIIS E. CLAHK, CHEDI'l' ADVISOR I ACDI 

UGAUD\ roOD PRODUCTION SUPPOHT PflOJEG1'.617-0102 



·. "' .. ~\ .,. . . 
I . 

I	 - 2 

recommended that a nC~1 apex Cooperative Farm CreciH System ::;hould be initiated 
as Doon as possible. 1'10 immediate nction Hitr. taken and the lintter lias left for 
folloH-Up at a s'erninar scheduled for Januury 9-12, 19(11. to be attended by credit 
pel'!;onnel from the MCl-! Md the Hinistry of A~ricultul'e ~nd Forestry. 

With respect to the 51,,'1 tus of the Cooperati 'Ie Bunk and i ~s rcln tionship to the 
rcvitnli7.ation of the ees, the Credit Advisor arriveu in Uganda at a point in· 
time \oIlIen there WilS much uncertainty concernins the future I if any I for the Dank, 
Thi:J uncert.'\inty wan attl"ibut..'\ble to the fact tlmt the GnU, althoueh ostensiblJ' 
oref\nized :\5 U Dank for Cooperatives, had evolved into lorgdy n commercial b'lnlt. 
~J1thout M adequate capitill base , with poor t'inllndal 'pnrfor.mance and rnatw.gemcnt 
problem:.;, the enu not only alienated itself from thn Coopnrati'le l-!ovemnnt, but 
itr. flmncinl statu!i had de~nr.lInted to the point of app".r~nt insolvency, In 
con junction Ii.} th the Government of U@lnda I Rand USAID's efforts to select a suit 
able fj ni\l1cial' intermediary through which development loans ~'ould be made 'under 
n pr' 'USAID funded "Rehabilitation of Produ~tive Enterprises Project," (fiFE)' 
th~ _ studies of t~e, CDU's ~Lpacity were conducted. 1he studien were 
ct. ;,y the firms of Deloitte I HunKins aml Sells and Technoserve IIlC I and 
by -:e1',' a consul t-'lnt, Dnsed on the blenl~ situation mude cle;>.r by the~,e 
~;t, ' \ D concluded that n financial in::;ti tution other than the cnu should 

C :; 1 ,~h L t.o \:-ecorne the fin<l.ncial intermndinry for the HPE project. However, 
the l-Jini:;try of Coopemtivcs and r'hrketil1li, r.eflccti.ng the continued intu!'cnt 
of the GOU in rene.bili Ul ting the cnu, still :jought both short anu 10nrS term 
"echniC<Ll ansistance from US,UD. 

I 

l',eanl<hilc, the Crc:iit Advisor established il :<ork':'ng reltltionship ~!ith the new 
Gcncm2. l-b.n~!;el· of the Cooperative Bank and. hi:.; :.;enior l1l:ll1C'.'Enrncnt staff. Given 
thn ullce::'tainty concerning the possioili ty of short tc~rlll tcchnic".l tLf3:d,:jtnnce 
Ul or the Fo d Production Support Project or l()n~ term :,I.:>dsV1l1CP' throuLYl po~;si

O_f! fo1. O'.... -on projects, the Cr.edit Advisor H,lS com;tr;,lined it:> to the nature and 
m.1.enituc!e of hi:-l advi!;ory effort:3 through the end of 19DJ~. HOHever, he I~et fr'3
,lJently \,ith the GnU General r'hnager to U~SCU3:i vadous il:iP;~Cts of l'Chilbili ta-

J. ion effort:; nnd phns. He also lias provided ,;1 th office :iJ.~1.Ce IL t the cnu and 
Tnrticir":, ted in the bi-'rIcekly meetinGs of the /-I,(ml{~Cment Ad vizors Comlni ttee, 
',:ol'King Hith Hr. flo'oert Ga",rder, ACDI l'hnae;flIil~nt anu Or(J\n.i7.t\tional Development 
en:, ll't.<.\nt, and cnu offid.(~lr. plans I-Iore developer! for i.he conduct of tI-:o three 
:mr.k t.r.\ining progra.ms 1'01' credit pe1'sonnd LLnd :,lccounting 1HT.50nnel to be held 
.:l 1.9f!4. 1hc~c r~.a,nf, \<cre subsequently UrOPI1P.ri h'hcn U3/\ID iTid 1C:'l Lcd (formally 
on :\ pr il ?!~, J.9M) thn tit Hould not provide the rC1l\Jentcd long and r.hort t(.:rm 
tIle! n i :\1 nsri :":itance. HOHover, i t ~1i.LS evi:1cln'l thn t the GOU lmth prior to the 
1!:ld of 1911J ;Lnrl on into 1913!,~ intrmds to rclmbllit...~e thl~ COOPc!<l.tive B\1.n}:. In 
] 91J) it ;;,~r. not cleilr l<he iher the l·lCf-I intended to /Inl~c i b :B, vinr.:; and Credit 
Sec l on the home of the '1.'evitaliz.ed CooJlnra ti 'Ie Crnliit ~chelne or ~!hether it 
1I0uld 0 t for t.ile C13U, 1"nis ~h",S subs'lCJ,uently cl:1'I:ified in 19(11,~ in 1',1.'101: of the 
Coopcrnu.vQ r:<l.nl~. In the interim, the C:cotlH 1\r.;"l::;o1' ,-n:.; dCJijir.;nn.tod to become 
a !~(lmbe r of ::\n inter-minlsteriL1.l Coopernti 'Ie D;'Ln!\ ilchubi,li t', ti~n Commit tee Hhich 
b(o;:,Ln 1t:i dclibcl'ittion:; i.ll 19CJ. under the Ghai'r:m::\rI1ihip of the PCll'/Ilancnt ~r~c

l'wt;l,T.Y of ·the Hinistry of Coopp-rative!f·nnc.l l'~',rkctin(~, 

• rll'!	 for"!{\oinc i:i t.he 1983 b:tcl<g::ound relevant ,Lnd lC'lriine up to Uw ilctivitir.H; 
;: t.he CrcdH /"clvlsor and proerc:3s achievl:cl uud.n6 the fir:rt half of 1981~, 

A '·l\l\I.1'E~j I\HD PHOCI18::;3 TllIti m;;POllT n:JUOD,- 1110 f.\. r,:it. half.' () r 1911,11 wHne!;!;ec.l 
, continuum 01' ucUvitiof.. :.lnd Pl'OLCrt1:;:; Hlth J:o:lpnd to the f'utut'c of t.ho hi.li
lode'll Cooperntl'le C_'eclit Scheme (\nd the role of the Cooperative Bank and ·the 
intf!LTc lation!ih lp thereof, 
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In Ji\nuary tlie CrecUt Advisor a!jsir.ted p'crsonnel of the HCI-! Savings and Credit
 
Section to rdvise the Credit manUt."\l for the CooJlHrative Credit. Scheme, The
 
maniJP,l hilcl not been uodn.ted for more than a decade when ACDI ~tan 'providing tech

nirol a::>ni:;tance to ti,e CCS. The underlyine assumption uF:;Jn which the revision
 

. lias lnsed was that the ces ~Iould be restarted 011' Uti int.erim bJ.sis and adInin
b terp.d by the ~lCH SavinBs and Credit Set:ltion and the' ·Coopen,).ti 'Ie Bank Hould be '. ' 
only involved on the periphery, largely a.~ a d.epo~~itory •. At thE: time the credit 
Tl'.<1.nual \'7\:.i being re\'~ ned, the l1CI1 and the Unitcd Nations C:q)H.al Development 
F'und (Ul/CDF) were con:;;idering the possibUity of reacti vaHIIB the CCS, '!11C pro
posal t'ould. have involved the u:;e of U, Shillingli CO.O million ()f Ul-I.ODF com
modity gcnnrated fund:) to re<l.cti vate the eGS ill tllenty :;elp.cted prirrHry coopera
tl VCl ~joci.eties as early <Lf; r'larch 19134. Tnn W:Lllu:ll l'ov1:;iOI1 'lo.lS compluted ill 
,,-,]-ranee of" the 191Y-I- Anntnl Credit Conference held at nubaga during the period 
January 9-12 (the first nueh conference since 1976), At that time the Savings 
'Inc] Credit Section Llnd the UHCD!" 'tiGre in the procesH :'If prc!ly."\ring a forlTh".l pro
pOG;;,.l '~ith a~;r.iGt"\nce from the CrfJdi t Advbor. Altho\l{!;h the Credit Advif:ior 
HO\llc1 h<\ \'0 prcfcrrp.d +'0 seo the CCS rHncti va ted ;l:l ,\n intc(';rn 1 !xlrt of a finnn
dnl In::;t1t.ution rathr:r than as L\ prof,1:;:\Jn ~:.l1.hll\ u gov':'J:llInr:ntal ontity, it ",n:: 
;.\ p '.0:' rp.nt t.ht,'. t a ne',/ er)C'!Jo:?ril t1 'Ie cred,i t entity Hould be r!ifficuJ. t t.o sell '" t the 
:;au d"!cision makintj lc'l(:l. At the !;ame. til!ll! I tlw 1·ICt·1 \'1'11/ ~r.\:; that the Coopern
1.1 '/(; 13.'1nk I, crl.tir:.:ll fini),nci<'.1 proble/r.:; IIQuld pr.eclude it from being the ideu1 
how! for tho CCS, 

11.1.:.ifJIl on the for~Boing !iituation 1 the tentati 'If) 11l1(lcr3t;\ndi.n~ I-Ia:, tha t tho !·lerl 
~;':l'.'ing:; "nd Credit SC!ct:l.on would be the implemflll UnG noWmcy for Uil1 UHCDji' pUot 
project involving tr:enty selected primary cooperative soeictien ',,'hieh hud been 
j'lntidp1.nts in -thl! historical Cooperative Credit SdlOmp.. HOI·/ever. it. I-I[u'i felt 
to he llccEw:;",ry to o'vt."\in a[,'T.eement from t.he Centr,\l TI;Jl1k I the Bank of Uganda, 
,s t.o the interest 1<\te structure. Under. +,hr:l historical CC~j the rate to farmer 
horr-oller.s had been t,:n1ve (12) percfmt pel' annum (one pp.rcp'llt pOl' month). The 
V'ICDto' proposal called for the interest I<\ if) t.o be dOllblp.d to twenty-four (2/}) 
percent PCl.: annum (tl;O percent per month). Tentative a~renm!lIit .;n:.; reached.that 
t,l-Icnty-four pnrcC!nt Hould be an appropr.iate rate of intr:re::;t. HOW(lver. -£ho Dank 
of tC:ln(\:.L (nou) view ,Ia~ that the CCS should oa'/I) a finD,ncial insti iution as a 
heme -mthcr thal~ a GOU i'linistry or entity. (Tili:.>. loons in coqformity \;ith the 
:ic,ls of the Crcdit. Aa.vi3or and. the He!'! and /'linbtry of Ag:ricu1t.ul'!l nnd Forestry 
ceo:; Ii t per:;onl1e1 I;ho had retul:1wd from pt~rti cipnnt tra ininC in the Uni ted SVl. teG) , 
(;l':'~n 'h'l st;\t'!d GOU policy that the Co-operative D;\nk :ihOllld be rr:hillJiLtated. 
nOt offi 'jnJ.s Hi:prp'1;r;cd the tiew to... '''. the ClJU shollld he tho il1Gtitlitiol1al home 
cd ·.h(' C ;~j. flltholl!jh thh: tlrl:; COllnttlr to th'.'! I,tel-! S:.... ·:in;·;I; "ne! CJ.'(~clH ::iectlon 
V\(I\-' lh"t, <,-' le;.\st in thr:l interim, it should. :JdJnlnifi'tol," 1,hr. C:~ (in p:.r'licu1ar. 
. he 1.I11 'n? pilot project) il.ltll1f, hi~;tor.icn.l Hnn:i, high l')vr)} r·IC!-I a(';rCtllrlf!llt Has 
'I!".r.h .. r :\t a mnetir£; 1m J.':ln\.l.'U·Y )1 i.o inwllve f,h! GoolH.Hutlvc lJ('nk. Gl'/I)n thr:J 

p:'nf';U' to I~; fin. ncial condition of the ClJU, th p /'iG '\ vic I·: (:ih:1.!'l~d hy the Credit Ad
\'bor, l:I.... I;(,'d on the a.:'s lInption ti'.;:. t GOU con:;cnt cO\llrl not be ollt;\5.ncd to e:=" t;,\ b
l~h a 1\(1'..J uP"~x Cooocra ti 'Ie foarm Crerlit G}:;tem) ~r.l:i tha t ·the cnu shoulrl m!\n.:>,~c 

t.he ~ '5 if . t cOlil' be reinforced by experj,encr.rj ::;oeon 11'Irmt nt.1.ff. Also, thr.:rc 
W) 1<1 h:lve to be expatr'.\lte technical ,,'t,':lfr to provide m:pcr-Ur;c 'd.th rfJf;pcct 

fi I 'lncl; I ' n",gement and credH fiA1. Hers. It ~;:l:' !; t.hul:.~ ,r~rJ tl tl t the r.x!-'<J. tri 
/'..r:j '<0 l.!J i nacl up i:.1){~ s(lcUan or dr.I~:trtmcl +. and \'loulcJ have fllllcU,nn::tl mannecm,~nt 

; I l.hori.l:/ :l.ne! n:-:;ponl;i.bUiticlO. 'rne ;/CCIllll:lptlon .~\:; th",t lhc! Gei; unit. i.n the 
:: tl 1I0ul1 lllwp. SelYU<l Le fin."\ncial ilccount:; allcl ""oultl ll'.lvr:J 'llw ::v.\tu:. of t:1 virtu

;llly .'llJtoll'ilmn l!:i d~prt.mc!l1t. Primary COOpCl':.!·U v': :.;odr~tic::i \:h1cll U01:.rOtit.:] ",ml 
j':lrmer hor rOIJor!i would });\ 'Ie \100n recl uired to ;\cq 1I t I.'~ "IJon:o~;c!'r. Claro:;" I"ihar':!~; 

t.ir.rl to the sizes of their loans and thUG th,. Go-npnliUvc ;\pproacp Houlci havc 
Donn rdnfol'c!!cl. At U fJubscqucnt tneetin~ \lith CIJU officialt; on l~ebf.l!al'Y 6', 19Ph, 
~"'.i' '::I.lO',greemF:nt Has rcached conceming i.he rolo of th(: Bank, 
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Following this ng:reoment the problem of obtaining technlc.1.l ausistance in the 
nei,\r fut.ure Irrl~ considered. It was felt that although it might be pOl:lnible to 
ob'k1.1n technic..1.l an5istance from UH/F~\O source:; this \,oulet result in substantial 
riel~ys. HCH and CllU officials felt that if ~,hort term a:;::;ir;vlnce could be ob
tained from ACDI 'und~r the Food Production Support Project that thi:; Hould make 
it pos::;ible to' g~t started. 'TI)is, they hoped, 'rlo~ld b~ follol-:ed up uith long 
term, technicall assist-.nce under the RP}; project or posr,ihly from a folloH-on to 
tht:! Food Production Support Project.. 'fne hope that USAID would provide technical 
a,;::;is'tancc wasl b<'5ed on the posf>ibility d~1ineatnd in an Odober 19, 198) letter 
from U3i\ID to the !'lClo\ "He I Action:; and RecOInmcmda'tionB for the Government of 
U;:;,\n In (G01J) in order for USAID to cen:,iider tho nehahil1~~ti.9n of the CoopQrative 
~anlt of l'(!ancin It. The formal i.'.nswer to thls lettur \lh1ch W,l1'; dated January 17, 
19et~ cont"ined, an afflrrn3.tion of the n')0,d for the CIlU to be prC1vided with ex
r<l.triate tr.chniC<ll nssistunce. Pending n. forrl\:ll an:,;Her by U3AID to the f·WH let
t.er of J:tnuary 17 there wa~; linGering hope that a positive l"f):;ponse would be 
for.thcor:dnS. '1hi5 hopn was dn:;hed in an Apri.1 ?ll·, 1984 lett.er from U~3AID to 
the {·tCri in 'oIhlch 'USAID declined to become involvl.)d with the rehnbilit.o'Uon of 
the CEll], U3AID did reconfirm its interest in !ltrel1gt.llenlng ,~ooperati ve credit 
f;\ci11 tien in order thOl t credit-Horthy farmer5 woulrl htlVn ilCccns to needed. pro
rluction credit 5crvice~. 

Prior to the I\pril ~4 letter from USAID to the /olCi-!, the Credit Advisor H<\~ awaro 
of the fnct that direct support to the CiJU would not be forthcomIng. It ,ias 
rr:lco!::;ni7,~d that ",lthouGh the forty-pluf> credit per:;onnel from the l'ICI1 and the' 
l-lini!:try of A~iculturc and I~orestry at their Janunry 9-12 Annual Credit C0'1fer
.!lee f;ubmittoel a fin recommendation to the IiCH that D. Mil npex coopemtive credit 
!l~If,tC1m should be o.t"f.\Unized as the Ug:J.nd" Co-operative Farm Credit Service (UCFCS), 
the dr.legate:; did not believe that the ClJU had the c;ll-"'lci ty to ndminlBter the 
:"01101-1-011 to the CCS. Only with reluctance did they agree that there '''ould l1e~rl 

to he a linlm~e (albeH a wr.~Llk linkago) with the cnu even though it Has evident 
thilt GOU policy rzau to rehnbili t-1.te the Cooperative BanJt. ' 

Via a J.'.nu'l.ry 2/~, 198L~ memomndwn to the !CH ActinG Aooi:;tant Gomrnissioner for 
COOI1':1rcJ. tJ. 'Ie Development/Savings and Credit. the Cradi t All viGor trall:>inittod a DUrn.. 

mary of tho proposal for the esta'u:'ishmen t of the UG<\nd", Coopcmtive 'l~i\rm Cred~~ 
S~r'llcC) }'hic:h ',:as the pT.octuct of th~ "an li ~y Credit, ConfereJlcc. 'Tnis wus fol
lOlled 'oj" il ['hrch 9 memornnd\lm fro:,: the Actin~ A:,;:;i:H,"lnt Comm,t:;:.ioner!Sa 'I ings and 
C7;cclit tht"ourh the Comr.lisf,i.oner for Coo!',r, tiv0 D~vp.lopment to ,the HUH PormtlT)ent 
Sec :dary. Tnn memorancl.ur,\ contained the pro: lil1 to est:,~hJ.bh the UCFCS unti rC!-

J, un:;t",l i n:;~ructions a~j to the di redion to jlJ:occr.d, At; ant:i.cip.-J.tetl tllFl Sl\b
3nq,ucn1. informal n'sponul!s from key H,:-I orn j~L ,:ali th:-tt 'Lhn Coopnrativc D:.l.nk 
I:OU lei be T.chabili b ted and thi\ t the Ct opera Li '1C) Gl:c,lit SchelTle :;hould becolnn a. '111'
tll<llly au tonomOU3 dHpil.l'tr~ent or unit :.:it .. n i\-Ie Gnl! alonG tj)e line1.;' ten t..l. ti vely 
;)(J:ccd to 011 Ji.\mmry 31 and conf! mod at the COU meeting on F'ebruary 6, 19(\(1,. 

Given t.hi3 'tnc!ev:ound, it '<Ian cler,r that as long a:; the 1,ICl'l Wt'.n not prcp:!.red 
to pU:jh for t.he e3t.:~blishrnent of a ne\~ and ilut.onomous npex c(loperati ve flJ:rm 
ere it zY3tem and USAID would not 6upport the concnpt of a relativeJ.y uutono
rnou:~ CC'3 dClp'lrt.mcnt Hilhin the cnu, Cl mutually 'lccc:ptablC! compromiso approach 
·'ollld hp. necessary if USAID funtis ;Iere to become <\V:lilable for i). production 
e:rr.cli t :lyf;tnm involVing the CC:':i caner-pt. 1i)£) Cr.·cdit Arl'lbor laid t.he ground
1I0r!: ror a po:;sible cOlapromise in various dbeu:.lr;lon:, an~l in IOclnor<lndil to US/\ID 
date February 20 Clnd H.'\rch 30, 1901+. Tne recommended appr.nach Ci.tHC:H.I for. the 
c:;'I;."l oli :;1 Inl)n t of thn UuancJ.a Coopem t i 'Ie Farm Cre,a t. Ser'll cc a:~ an a )lox coopert1
",be en t.i ty 11(...,il\(/' linlta{5p. to tho Co-o porn ti ve Hank f.l.lon~ the HneB of an ilU

ionomou:i nubflicl' ':';tcad of tleln£;, a virtually alJtnnorno\l~ dernrtmcnt of the 
cnu. 1t:r'! diffur hi<;hi:: nir.;nifi cant in tClm:; of the UGFCS' s ipclc]lcndcT\cc, 
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of ,,"ctlon. The UCi"CS ~Iould be a farmer o\.;l1r.d coopernti '10 from the grass roots 
UP 1·lith its olm Board of Directors; its own pc1.1d pT.ofessional management and 

. El~ploye!ls; its O'l.':l charter, bylaHs, rules .. nd r/~gllla tiorw i i tr, own qr{!.an ization
1.'1clc personnel policies i its OHl\ budget and lln O\"ln account/,;, 

The lin!taee of the UCFCS to the Coopera ti vo Bank. Hould 09 achieved throuGh the 
UC~'CS purchnse of shares in a neli UCFCS unit of the' CBU. In adeliHon I the UeFCS 
"'ould purchase "Borroh'er Class" shares in the UCr'C~3 tUli t of t.he enu equal to 
three (J) pel'cent of the eross volume of loanr. outfltanding to the farmer mem
a!!rs of the UCPCS unit of each member primary coopcmUvp. Hociet:,-, 'Ii\(: holding 
of nuch e;hares in the enu would enti He the tlcrcs to use i b deposHory service 
:If\d to dhicount its 1:'''\1'01' (notes from pr1I~;.try coopcra:tivp. societiol'.)! To fo.cil1
ta't.1 t.he linkase and promote cooperaUon bn t \II~r.lI the: UCI;'CS :In(\ the enu I it ir. 
anUclp;!. ted that the enu General Hano.r:;cr lIill :·;nrVl) ,~s il rn()mb(~r of the UCli'CS 
Board of Direc:tors and. the ~lc.'1.na.glnB Director of the ucres HQuld become a member 
of thE' C::1J Board of Dir~ctors, The ncqui~Hion of 10l1.n funcis throueh discount
inr, C\.t the GnU ~Iould initially be aeverely limited by the financial C~\)(LC1ty 

of the CDU, However, such n discounting facility Hould need to be eutablh,hed 
;u; a key function of the cnu' in conjunctior. '-lith itu rehabilitation. f\rmnge-
I ents would also be made Hi th the Dank of Ug"lnd::t to provide cU.t3GOunting !Jerv
ie .~; and loan [,".'Clmnt.eCt; to facilitate the 1'1011 of lOiln fundt; to the VeFC::; 
thl"Ou.-h the enu and/or dirr~ctl:1 from the nou, 

The cOlnpl:omi:.;e ap\ll"oaeh under h'hich the veres HOIJ.l.tl. have: autonomy I but Hith i? 

lin1'.a~t' to the Co-operative Bank, ,1;)':3 acceptl~d b:1 USIIID/Ue,al di.!. at a mooting on 
Apr.il 1'1, 1984" It Has ag.reed that USi\ID t·/ould proJlo:3e tho UCFCS n.pproi.\ch toI 

r.he ·lCI·l in 'ailatln-u.l d1:;cussions. In sllbr.uqllent ve:rbal cli!; us!.lion/; bet\leCTl the 
..... '11-) Dir.cctcr il.nd. the 11inister of Cooperati vc~; and j'hrkllti ne I agreement \·;as 
~r.,".ehcd ha·. thl~ UCiCes approilch made Gense and [,hould be pur:;ued. Tnin ,IUS 
:'0 1101,eel 'on ~iilY 7 by a letter from the USAID Director to thc l-linl:>ter in IIhich 
t1C !!ini~ter i,as requested to confirm in I:ri ting thP.ir vcrr...:,.l unclcrst:.l.ndina. 
'f: IJ Hiniste:: thr.n requested the ViC\~5 of key l-lCI·! offtclr,lr, r;once:r.nina the UCFeS 
np.proach, In a memorandum c1.1. ted ~hy 9 addrc:.;r::ed to the eomrni~~;ionf!r of Co
0l ~mti\'c Development from the Acting Assistant COlnrnhision!!r for' Cooperative 
r.e"~ lOPInC,lt/So.vinBs and Credit, firm endorsement and support 'rIl.'.:; gi VC!1 to the 
.Cjo"r;s concept. The rccomr.ll!l1di\.tion 10.13 also mad,:: that <l \lorking committee nhould 
'I)' de<;iennted. to pursue the cstablbhmcnt of UCFC3 us :;oon tin pO:.isihlc. Tilts 
. clnor<lndunt wao f.ollofleu. by a Hay 11 memorandum fro! the l·lCf.! Permanent Secretary 
1.0 the l'i.\ni:;tcr in "hieh support \01;1:; given to the i'orrn.1.tion of the UClcCS. Due 
to the out of country ab~once of the Hinistl!r ,tnd hiR :3uhr·;e'lu<J:\"!; tr.a.vch: .... ithin 
V,-::tnr.!', thr. i1ini:;tp.r ':.; confirrration lettcr 1;0 the VSI\ID Di n:r.tor 1;;:\:; rleli.lycd. 
ilOH£! vcr, the Credit Art vi :;/)r unci el':>tallc18 that the ].1) He r :tffirminr;. HCI1 cnclor:;c
-,wnt ::lIlt! :;UI1l01't for the or,~nlzilt1on of the UCFCS i::o ill tho pr.occ:>~; of prup.:lril
\lOll ,Ind \·jill be trrtnnmitted to US/lID in the 1101 ccli<tte futm:l"!. 

i"ollo;'ing l-lC~1 confirrr.:l.t1on, the nezt step will in"olv(~ offldal contact (prob
alJly \l mnct.tng) involving USAID and t.he BunI: of U@nda und tho conccrped mu 
i-iini:-; trio:; (Finance, Planning and Economic Development I Cool'uruti 'lor. ann f·hrltet·, 
in(j an l l\£rdculturo and Forestry). Th(~ objoctive Hould be to ohtnin the con
currence, !lupport and active fr.'rUci 1'.1. tioll of the:;e GOU en title/; fel;r: the f Orl;';.l.
tion of the UCFCS "nd for its cO:ltinuing accc~:;:; to intcnv.tl and ci:'tr:rnal r,ource 
f m(]s for londina. 

On the a/.;t;umption that fom.,l approV'ul for till) fllrmn. tion of tl\IJ UCr'CS rlill be 
recdvud, the Credit Advisor. has recommended th(~t il :orrn.ll \o{CJl'ldllS e;roup b~ l\utho
ri zed to proceed '-lith the planning and other ~cti vit ler. 'rih1ch w111 be rt:qui'rcd•. 
The recommended Inomaershi p of this commit tee ai' t;lnk fore /ihould include ag.r.1
Co·,\.' ural oredit profe:;r,ionaln from the Hinit;t1:.Ieti I)f COO!lCl<lti VCt; and !·li.lrlwUng
',1 q 
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ann Aar!cu1tur.I.~~ Foro,tr;,l the B'nk :r-UIY'n<1" the Cooperot!ve a,nk, the .. 
&l vinf,~ and Credit Union and such other en t.i tic::; and dhiciplines au may be l'?
qui red : 'n1e Credit Advisor has prepa.red initial drafts of the terms of refer
ence for the worl,ing group and of a time phaGed plan for orBanizin~ and imple
menting the UCFCS. Drafts concorning the roles and structures of tho various 
comjJonont::; of I the UCt'CS ha \'0 also been prcp.'uerl to .cxpndHc the devclo11ment 
proeous as\Goon as ~pproval to proceed is roecivnd. It is antici~.ted that a 
~ub5t.1.ntial amount of orient.?-tion, or~lOizational worl~ and pre- and post
orl[.:\ni7..1:\ tlonal training ;Ii11 be rRquired at the primary coopomtiv('J/graE;5 rootn 
level if a proper foundation i~i to be laid for ;t gra:.H; root8 up cooperative 
effort • 

.Durin~ thr. X£lport pcriod, tho Credit Advisor I'iil,; involv'd }:lth other <lctiv
1Ue~; which ~:~ro 1",,10. ted to and/or supportive of effort:; to provide dcpenct:J. ble 
production .cr~ltit serviceo' for UgancJ.,"lll farmorn, lie nerved :ll"i an act~ 'Ie member 
of thu Re:;ources and !'b.npower sub-committecs of tho Danl< of Ug-c.lnaa uponsored 
T<lsk F'orc/~ on!numl Credit. One outcome of thir. p<1.1:ticipation was that the 
a~lvbor had oppcirtwlitie;:; to pl'omote the concept that the mewt efficient wlY 
of providing production credit serviCflR to 1~r8c numbers of credit ~orthy small 
farmers "'ho account for the bulk of Ugolndan agrlcultul'u.:t production I would be 
throuc;h thtl cooperative movement. Credit Horthy Jlrimt\r~r coopel:HUvc nocio~ieG 
"'ould null(1 lot\n;; in kind ?nel i '\ cilr,h to f"rrner member5 1n order to enable them 
t.o acquirp. the production supplier; and input ourvicoG needed to exr...nd ae;ri 
.Iltul'al output •. He stressod the point thi\t the elnployrnent of a modified Ve7:
::;ion of thn historic.'\l Cooperative Credit Scheme approach neemed to offer the 
b.st. pror,pn~tr; for SUCCCS5 provided th,,-t it I-07.\r. ndminbtered by a suitable co

.!l!C\ti vo finilncial inRti tution n~ ther thnn by a GOU Joiinistry, He strc~;::;cd the 
p.'int that il" lone a::; it Io/C'.S COU policy to rp.habilitate thl~ Cooperativc Dank 
t\ ere ~:01l.0 pr.obably nend to be nomc form of linlmge to the CBU but thn.t sepa
:....te i ccountabili ty (l.nd a high degree of autonomy wo~\ld be o:>:iential. 

Otller ;j cU vitiCl~; of the advisor included act.\. 'Ie rnrtici!~"ltion 1n thn conduct 
of .j. H·1.l:ch 19-2) ceninar jointly Gponsored 1lj Lhu 11CH and th,] 'In:;U tuto of 
Jl loll Arlr.l1.nistration in Karnpala, Selected Di:;trict ~on[1crative' Offir:rJrs and 
C 0. el·:>.t.J.ve E,~nk per:30Mel participated in the ueminar \lhich ~;<:lfi conducted ali 
p:\rt. of it needs as:;cHsrnellt effort intended to l)~cQrne the b;1 n.b for' plannin8 a 
Frojl'Jet hpprahj,~l nnd Or(,'nnizationnl Development traininG pt'oC;ram cchcdu1cd for 
AIlf!1I:>t 19C1f. 

Tnr- Cr ·nt Advinor Hi.l.f. an acti vc mernber of an tntcr.-f.llrd ctJ:Y Cooper::\ t. i. ve 1ll.\nk 
Hen:; b:U. it: Lon Task 1>'0):<:0. 1110 flr::;t lnodlng ·'''~:.i hdcl on AI r..\.l 5 and tho ~;econd 

:.,n \ il ...G. Toe n~:(t rr:cetinf~ b E'ochccl.ulcd [or. June l'f, 19f;1.J., Ho ;;>.),:\0 }v'Irt.ic:i.
" It,rj in bi-w:e!<:ly mel1tinl;;.'} of thn CUU j·l.'lnal:cln'1nt Ali vi:;o ry UOr.11II tHen, to. com
1I!'1'1l,:nr.lve o:~n portfolio ul,!<'\J,ysis form ,in:; l'.l·nl~i):ccl by tho Inlvi:;or Hnd thls 
:jllJ.:.TrJ·'l t.l11J CBU to elbpH t.h 'lenrn:; of Grefli t De:J~1.J:trnrmt Jlr:r:~unl1C!l to branch 
O[fir:l::> in 11.:ly to tagin ew.lualinG the 10,1.n pO'rUolio ann t/} expeditc a.ctions 
to collect delinquent loans • 

. ' I 

111~ fl rr. r. Annual Credit Conforence :;ince 1976 I:a:; held ;•. t Illlb.'lljl duri.ne the 
.n'1riorl J' nmry 9-12. 'Ihe Arivi50r pi~rticir:-.1.tcd in th(! pl,~llnjng and conlluct of 
th.; Gr.r:tll t Conferp.ncc \Ihich loa::; attended by di:..b:ict. and hei~dquar.ter:3 ]11;:+:",onnol 
1','0111 U (. jir.H :.~nd fo1inir.tr.'( of IIgdclllture nne! [l'orc"try, He: :dr,o played [,n im
por 1.·1I1!; l·olp. in rtwiz illg the Credit 1'hnual for i..!HJ COOjlr)ri! t t vo Cr.odit Schl!1ne in 
;lehancQ of the Crcel it Conference I 

. . 
SUi'lh\/lY,- Givnn the ~f)VCre financial condiUon:; Hhich pn~v;til in U{f<'.nda, and 
in lnrttcukr the poor state of affairs relaUnG to the Cooperative Credit . ,- ) 
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, Schem9 in the MCM and the Cooperative Bank, devi~ing n practical and efficient 
production credit system for'rr.'lsses of credit Horthy fnrmern har. p~oven to be 
.\ formidnble ta~k. It is not enough to ste1.rt n pro/"rn\ln Hith a one-shot infusion 
of funds. The r.ystem must be le'ln and efficic:l't a.nd op'n:n b3d with inter;rity 
;>. t all levels I A substantial arnount of pr0r.;reli:l 'h'J.5 ~cl1n made in surfacing the 
issues anu pointing thp. direction tOh'ard the establ1:;hmcnt of the UCli'CS. Formal 
HCt-! approval and support for the establ1shrncnt of ucrcs is understood to b~ forth
coming in the lmlnedi<,.te future. However, the ZlHde work has been done and 1.:~ 
concurrC:1ce 1s forthcoming from the other concerned GOU enti t.ic:~\, the biG and " 
::h.1l1rm~inf:; job of or/Jlnizing ilnd launching the veres Cl,ln b~eln. In nny event, 
lenrlinG operotions HiLl need to be la.undwc1 on u mo,lc~lt nc').le ,~l1d CXpafHlion 
:;honld t:'\kc place 1:'3.: cd on the dcmonutra tnd !'CfC'·Ol"/l'iJ.IlCe of the credit system 
;.lnd of its farmer f.\€lr.)ber borrower:>, 'Thn fact i:; that bncau~;e thn,}' lack Ilro
duction cred! t :len'iccs I thc lIW').S!ies of farmcr~j do not (-\ t, preucnt htl ve access 
to the Tl1:oduction supplies and input liervice~i Hhich would enable them to 1n
CrCilf,O their prcduction of farm products ilnd their net lncornml, 


