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I. HISTORICAL BACKGROOND OF PR(X;RAM

A. Ecooomic

Ugama suffered through a long period (1971 - 1986) which devastated the
ecooomic am {ilysica1 infrastructure of the country. COnfrontoo by nassive
am pervasive rehabilitation needs, a significant debt service burden arrl
balance of paynent p::ob1erns, the current goverllIOOnt umertook, in 1986 am
1987, a stabilization am structural adjustment p::ogram which in May 1987
became the Ek:lommic Recovery Program (ERP). The general objectives of the
ERP, contributing to the goal of an imepement, integrated, self-sustaining
ecommy, were to: b) restore pr ice stability; b) develop a 9..lstainable balance
of paynent situation; c) improve capacity utilization in imustry am
agr icu1ture; d) imp:ove p::oducer iooentives; e) restore efficiency in the
public sector; am f) to improve public sector resource nobilization am
allocation of resources.l/ The strategy to achieve these objectives was to
expam the p:-oductive capacity of the economy through self-sustaining ecooomic
growth.2/

When USIUD/Kampala began P.L. 480 discussions with the Government of
Ugama (GOO) in 1987, the major p::oblems confronting the USAID arrl ERP were:

1) the pr ivate sector was legally excludErl from rrost marketing
channels, including external tra1e, and effectively had no legal
access to foreign exchange~l/

2) the official exchange rate was grossly overvalued, with the parallel
market rate alnost ten times as much as the legal rate;.!!

3) the GCU was heavily involved in barter trade, with the terms of
trade against ugama~Y

4) inflatkJn was very high am interest rates were negativeill and

5) the current account deficit totalled $210 million am this debt
service ratio (as a percentage of export of goods arrl oonfactor
services) anounted 50% after rescheduling (foreign exchange reserves
were not suff icient to f im n:e one rronth of impor ts) .y

Based on the GCU s priority ranking of essential cormodities in the 1987
to present period, USAID/Kampala am GOO P.L. 480 Title I discussions
concludoo that tallow for the soap imustry was the critical comrrodity
contribution which the USG could nake.

Qui ntessent ial for hyg iene, general c leanli ness am child surv i val,
soap, for Ugama, is an essential comrrodity, as imicatoo by its role in
consumptkJn, pr ice control am excise duties. In consumptkJn, soap ranks
fourth (behiril clothing, beer am matooke) in terms of its weight (8%) in the
consumer fX ice imex for middle in:ome consumers. For low in::::ome ronsumers,
soap is the third largest nonfood experrliture item, behind rent and transp:>rt.
Anong rural households, soap is by far the rrost comrronly arrl frequently
purchased comrrodity (see Table 33 of SIP/ElL). In pr ice administr ation, soap
is arrong the six remaining comrrodit ies still covered. (The government is
committed to remove these controls as sUp.;>ly conditions imJ.Xove.) In terms of
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excise duties, soap is anong the four comnodities to which this tax is still
oonfined, although bar soap (in rontrast to };X)\\Uered soap) does not attract
any excise duty. (Note: throughout this assessroont, "bar soap" or "laundry
soap" are used synononously to refer to a kim of soap that is~ (a) aimed at
the low end of the Uganian rrarket~ (b) sold in long, narrow, tmpackaged cakes
weighing about 0.8 kg each~ ani (c) made to use for both clothes washing am
bathing purposes.) While the inport of bar soap is not banned, it is rot
likely that the Ministry of Q:>rrmerce will favcrably ronsider (license) such
impor t requests.

In addition, soap is a key actor in the ugaman economy. In the
manufacturing sector, which contributes 7-8% to GOP, the soap iniustry ranks
third, behim cigarettes (14%) am textiles (12%) in terms of its weight (11%)
in the imex of industrial {X'oduction. The soap irrlustry (iocluding edible
oils which oonstitute only a small part of the imustry) is the fourth largest
employer in the nanufacturing sector. Excluding unskilled \-K)rkers, the soap
imustry employs 1,015 of the 18,200, behim textiles, beer am cement. Of
the total share of the nanufaeturing sector s wage bill, the soap imustry
(in::::luding edible oils) acoounted for 12%, secom only to textiles.4/ In
terms of foreign exchange requirements, the soap industry nakes the-second
largest request, behim beer, under the Open General License «(x;L) system.
For FY 199::>/91, total CGL requests were $42.75 million, roughly 30% of the
total government fimn::::ed import bill. Of this arrount, the soap imustry
requested $6.75 million (16%), excluding tallow. Of the total apfroved CGL
($25.1 million), the soap industry will receive $8.2 million, excluding
tallow.

B. Soap Industry

The soap irdustry in Ugarda began in the 1930 s am was domirnted by
Asians. When the Asians were expelled in 1972, the soap factories were
allocated to irdividuals am rompanies, which were unable to maintain
froduction and facil ities. As a result, the eighteen oil and soap factor ies
w=re then nationalized by allocat ing them to the Lint Marketing Board in 1974,
with the assumption that ecoromies of scale could be achieved. By 1986 the
number of producing soap factor ies was down to seven, of which t\-K) were wholly
private and one was a joint venture. Of the estimated utilizable capacity,
only 13% was being used. (If the capacity of the largest pr ivate factory,
which was not on-line by mid-1986, is iocluded, the froduction as a percent of
capacity falls to 6%.) 5/ Oistr ibut ion of the soap produced by roth the
parastatal mills am the {X'ivate mills was through the parastatal Food and
Bever age Corper ation •

Repor ted operat ional capacity of the major soap manufacturers agai nst
reported total national requirements (not effective delTB.nd) of bar soap of
124,000 MI' was

EOSI (7 mills)
Madhvani
SQ,lli
~1ukwaro (ne\oJ)

Total

14,000 MI'
4,100

400
18,000
36 f 500 nr. 2/
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(Note The effective oomestic derrand for soap was estimated by the National
Rerrlerers Association (NRA) to be 34,000 tons in 1988 at 1.4 kg/capita per
year.) 6/

A 1986 report estimated the import bill for the national requirement at
$93.6 million ($750/Mr) am oorx:::luded that the country could save $26.3
million by p:'OIlDting local production am importing needErl raw rraterials. The
report further reconunemed that, to utilize the then installErl capacity
effectively, 27% of the raw materials requirements be inp:>rted, establishing
the annual foreign exchange requirem:mt for the imustry at $22.2 million.

c. USAIO Program

When US.l\IO/Kampala initiated discussions in 1987 with the GOO about a
P.L. 480 p:ogram, the GOO concluded that, given all of the above, a tallow
based p:ogram would best meet the oountry s needs. Reviewing actual
p:oduction capacity am relative efficiency, the GOO proposed that M..1kwano
Irrlustr ies be the p:- imary implementing agent, with the corrlition -that Mukwano
sell the tallow to whichever other firm so requested.

The GOO am 1-1ukwaro, at the time of the first am second lXograms, also
requested the comrrodity in drums rather than bulk, because Mukwano had no bulk
storage capacity. Although delivered in drums in FY 1988, during the FY 1989
Title I negotiations, AIOiW and the National Renderers Association prevailed
on the GOO am the l-tission to accept bulk shipments. Because ne ither the
parastatals, the GOO nor any of the private mills had bulk storage capacity,
in a compromise, the GOO agreed to half in drums am half as bulk, requesting
Mlkwaoo Industries to invest in bulk storage facilities. 'Ib facilitate
Mukwaro Industr ies ability to rrake such an investment, the GOO agreed to nake
the necessary foreign exchange available and to allow Mukwano acx::ess to the
necessary shillings. with deft mamgement, M..1kwaro namged to oomplete
sufficient storage tanks and purchase am rehabilitate a tanker fleet in time
to hamle the entire FY 1989 shipment in bulk.

II. Evolution of the Program

A. Irrlustry Perforrrance

For tuitously, the arr ivaI of the first shipments of drununed tallow under
PL 480 coincided with the irx:::lusion in the CPI of 0.8 kg. laundry bars in the
four th quar ter of 1988. The evolut ion of thi s soap p:- ice by quar ter is shown
below, together with the evolution of excha03e rates (official am parallel)
arrl the CPI for those quarters when it was reported under the new system
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Year /Quar ter Soap Price Exchange Rates 8/ CPI 7/
USh 7/ Official Parallel Dec 1988=100

1988 4 300 155.0 436.7
1989 1 300 176.7 440.0

2 300 200.0 566.7
3 306.7 246.7 620.0
4 322.3 371.7 700.0 166.9

1990 1 365.0 382.3 660.0 180.1
2 350.0 389.3 663.3 178.7
3 353.3 456.7 683.3 186.3
4 350.0 510.0 743.3 209.3

1991 1 379.2 570.0 780.0 223.7

It can be seen that the soap IX'ice evolved (in:reased) much less rapidly
than the exchange rates am the CPr. This favorable evolution, absolute and
relative, can be oonfirmErl by additional data as follows:

Exchange Rates
$1 = USh (Ugarrla Shilling)

Official
Parallel

SOap Price USh/bar
Ex Factory
Retail

SOap Pr ice US $/bar
Ex Factory

Official
Parallel

Retail
Official
Parallel

1987
3rd Qtr

60
150

44 11/
60 11/

0.73
0.29

1.00
0.40

1991
2nd Qtr

570
810

320
400

0.56
0.40

0.70
0.49

It should be noted that the differential between the ex-factory am
retail pr ices declined from 36% in 1987 to 25% in 1991. There were several
real factors which merle this renarkab1e evolution in the soap price

possible.

First, there was a significant increase in the production of bar soap as
reported in the Irrlex of Irrlustrial Production. This irrlex, the tonnage and
the irrlex for overall rnanufactur ing are as follows: i/
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Index Soap Production Soap Irrlex Overall
(in metric tons)

1987 15,768 100 100
1988 18,023 114.3 123.7
1989 25,954 164.6 145.2
1990 30,669 194.5 155.4

8ecom, as a direct result of the P.L. 480 Tallow Program-the };rovision
of tallow at the official exchange rate, its special fimn::::ing facilities am
its self-help measures--the structure of the soap irrlustry was changed.
Rather than concentrating the £reduction am distr ibution of soap in the
parastata1 Edible Oil & soap Irrlustries/Food arrl Beverage Corporation complex,
the GOO am USAID/Karnpala agreed to use the IX ivate sector instead. Mukwano
Irrlustries, the sole private enterprise operating when Edible Oil & soap
Irrlustry (EOSI) was turned into a parastata1, was asked by the government to
be the major implementing agent of the P.L. 480 IXogram. As the foregoing
table shows, this shift certainly in::reased the irrlustry s proouctivity.
Although the team did not have the time to do the necessary analysis, it is
likely that the imustry s efficiency also improved. For one thirg,
IXoduction costs were lowered when M.1kwaoo Irrlustries invested USh 625.0
million of its own capital to accorrurodate bulk shipment of tallow to l'bmoosa
port, its transport to Kampala and its storage at the factory in heated tanks.
This conversion to bulk iffi[X>rts resulted in significant cost savings,
anounting to aoout $210/OOn relative to the cost of shipping drummed tallow.
(Muk\'laro also agreed to sell tallow in drums to other soap manufacturers. Of
the 37,000 tons shiJ;Ped in bulk during the IT 1989 and FY 1990 p:-ogram,
l-tukwaro sold 314 tons in CY 1990 am the first quarter of CY 1991 to nine
other manufacturers, including EOSI.)

on the wholesale am retail side, availability am sales of soap
in::reased throughout the oountry after the Food am Beverage Coq;oration s
lTOoopoly control over soap distribution am rrarketing was rescimed arrl
Mukwaro Irrlustr ies began doing their own wholesaling up<ountry. Although the
team did not have time to research this change, it is likely that the
decontrol of soap distribution arrl marketing oot only accounted for wideSPread
availabil ity of conpet itively-pr iced soap but also engerrlered exp:Hrled
economic activity in the rural areas in such sectors as transport, trading arrl
retailing.

Third, while Mukwaro is the largest supplier of bar soap in the domestic
narket, there are some conpetitive pressures. In addition to other smaller
am perhaps "insignificant" manufacturers, there are reports that the market
is also supplied through informal channels from Kenya at USh 50 telow the
retail price of what is Proouced locally. Hov.ever, it is uncertain how
comparable the Kenyan bar soap is, with rome people saying it is not as
preferred because it is too harsh for bathing. To determine the
real/effective efficiency of Ugarrla s soap irrlustry, ho....ever, a thorough
domestic resource cost (DOC) analysis WJuld have to be done. Such an
analysis, in which the research depar tment of the Bank of Ugarrla has also
expressed interest, WJuld help to determine the domestic and foreign exchange
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resources that are actually saved by p:-oducing soap locally relative to the
alternative of importing soap (am the results would obviously be highly
useful in determining whether the P.L. 480 Title III p:-ogram should continue
to in::::lude tallow) •

Fourth, there have been major chaI13es in the p:- icing of soap. M::>st
signif icant1y, the retail pr ice has been completely freed up. There are also
no controls on marketing margins. Only the ex-factory };r ice remains
administratively controlled, presumably because soap is deemed an "essential
COJDIlDdity" am the GOO is concerned about M.1kwam Irrlustr ies nooopolistic
position. However, the GOO has been allowing the ex-factory pr ice to rise so
that };roduction costs (variable oosts, depreciation am lX'ofit) are oovered.
Mukwaro s profit am overhead rates are reported to the Ministry of Firan::::e
monthly. For March 1991 the ex-factory pr ice was repor ted to the Mi nistry as
follows; 9/

USh
'Ibtal Raw r.1ater ials for Box
of 25 0.8 kg bars (all FX costs)

Later
Overheads

Factory Costs

Profit
Sales Tax (5%)

Ex-Factory Pr ice (per car ton)
Per 0.8 kg. Bar

6,076.50

300.00
888.80

7,265.30

353.74
380.95

8,000.00
320.00

A feature of this cost structure is the high foreign exchange cost (76%)
relative to domest ic inputs, especially labor. Agai n, this arglEs for a nore
detailed DRC analysis, an exercise that could also shed light on the art of
reporting urrler a controlled p:-ice regime.

B. M..1kwaoo Irrlustr ies Per forrrance

Mukwam Imustr ies completed oonstruction of one line for bar soap in
1986, adding a second in 1988 and a third (backup) in 1990. Although the team
was unable to obtain CY 1987 figures for Mukwaro Irrlustr ies, sales have
in::::reased steadily sin::::e its in::::eption in 1986. 9/10/

1988
1989
1990

Cartons

1,328,532
1,332,882
1,519,540

MI'

26,571
26,678
30,391
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Partially in response to urging and eocouragerrent from the National
Remerers Association, USAID/Kampala (AID/W) am the GOO, partially because it
was alreooy considering doing 00, M.1kwaoo Imustries invested an additional
$5.1 million (in USh) in storage am transportation infrastructure. This
expame:i the factory s ability to efficiently fCocess tallow by shifting from
expensive drums to bJlk shipments, alm:>st doubling the annunt of tallow
purchased am };rocessed by the factory from 1988 to 1989.

Prior to the deregulation of narketing am distribution, the Food am
Beverage Coq;oration s (F&BC) narketing inefficieooy };roduced serious
scarcities of bar soap in rural am rem:>te areas, am hoarding at the
wholesale, retail am consumer levels. Mukwam Imustries, with its vehicle
fleet am direct sales to wholesalers am retailers is distributing
nationally. No longer are there the scarcities of fCe-1988. Concomitantly,
the price of soap ootably declined, with the differential between ex-factory
am retail prices markedly improving. (see above.)

III. IMPJ\CT

A. Tallow Imports

The actual tallow imports have had clear impacts on the availability arrl
cost of soap, on the structure of the irrlustry and on Ugama s balance of
payment situation.

The positive impact of the program is clearly delTonstrated in the
evolution of ex-factor y and retail pr ices as well as of soap production and
foreign exchange savings. It is doubtful whether these efficiency, proouction
and BOP gains could have b=en achieved "without" the P.L. 480 };1"ogram or any
other similar IIogram. It is likely that without the program the EOSI/F&BC
p:ir astatal complex \',Quld have become deeply entrenched with conti nued high
(am arguably iocreasing) unit costs in soap proouction am distr ibution.
without ease of access to foreign exchange and tallow, major disruptions in
production could have occurred. Equally impor tant, it is unli kely that soap
w:::>uld have been so well distributed, especially to rem:>te up-country
locations, without the program.

The illpact of the tallow impor ts on the irrlustry s structure appears
equally clear, if not as straightforward. Mukwaoo Imustries is now the major
supplier of soap am user of tallow. In light of the fCoven gross
inefficiencies in the parastatal mills am narketing corporation, it is highly
doubtful if any in::Hvidual factory or the totality of the EOSI/F&BC would be
able to fulfill the roles of M.1kwaoo Imustries. Although the nunber of
pr ivate factories has iocreased, their consumption of tallow am subsequent
soap production has remained minimal, to the point of ron-existence. Despite
publicity am irrlividual letters from the MOF requesting their participation
in the };1"ogram, the response from both the p3rastatals arrl private
manufacturers has been a1m:::lst nil. In CY 1990, the pr ivate oompanies
purchased 48.5 MT of tallow, the parastatals 236.9 MT.
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While oomplaints have appeared to focus on pass-through costs, exchange
rates, purchasing from a oompetitor and misconceptions (confusing a loan with
a grant), the p:oblem(s) may be nore basic. The loudest oomplaints have oome
from parastatals am private nanufacturers who are unable to obtain firancing
from the oormnercial fimrcial institutions. (The last fimrced purchase by
Nakasero, as far as the team could determine, was p:-ovided, for instance, by
the East Aft: ican Deve lDpment Bank. with three p:>ssible exceptions (Mbale soap
works-Rafifki, Madhvani Soap Works and Nakasero, now that it is private), oone
of the plants have aedible actual p:oduction capacity, reasonable oollateral
or in:x>me or experienced nanagetrent, naking credit for local cover
unattractive to fimroial institutions. (see Annex 1 for the oost structure
of bIlk tallow, drummed in Kampala for other rranufacturers.)

The impact on foreign exchange has been am remains strongly p:>sitive.
The BOP gains take three forms. First, there are the gains resulting from the
p:-ovision of tallow under the p:-ogram which otherwise would have had to be
firarced from the GOO s own foreign exchange resourcesi these gains are
roughly $6 million for 1990, plus or mil'lls the value of firancial terms
p:ovided from other sources without the program. Although the GOO had to
contribute foreign exchange for ocean freight, storage at l-bmbasa and inlarrl
freight, it is likely that it would have done so urrler any other scernrio.
Therefore, these costs are not netted out in deriving the savings.

secorrl, as a result of iocreased domestic p:oduction urrler the program,
soap arrl detergent iJTlfX>rts have been reduced. Ebap arrl detergent imports as
well as commercial tallow imports for five years before the program are given
below in MTs: 6/

Soap and
Year Tallow Detergent

1983 1,070 13,000
1984 950 13,000
1985 910 11,500
1986 340 9,000
1987 2,085 8,700

If the annual average of soap imports of 7,650 mt. (less 2,000 tons for
detergent am toilet soap) over the 1983-97 period is p:ojected for 1990, then
an additional foreign exchange saving of $1.65 million can be derived at
$2l5.l3/mt in freight, storage and inlarrl transport charges.

Third, there are the gains resulting from i.rnp:::>rts in bulk rather than in
drums. The 1988 FAS price for drum tallow was $522.06/MT. At this price, the
1990 program iJTlfX>rts would have oost $9.9 million. Sin::e the 1990 program was
$6 million, an additional foreign exchange savings of $3.9 million can b2
derived.

While the above calculat ions are rOU3h, it can be argLEd that, at
minimum, the P.L. 480 program saved the GOO $11.55 million in foreign
exchal13e. This represents 4% of expJ( t earnings ($300 million) in 1990.
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B. SELF-HELP MEASURES

USlUD/Karnpala s overall objective in the tallow program has been
privatization of p:oduction am marketing, particularly related to the soap
irrlustry, but also broadening to imlude non-traditional exp:>rts in the FY
1990 p:ograrn. The definition of privatization used by the Mission appears to
have been closure am/or divestiture of the parastatals am dismantling of
parastatal marketing l'lOoopolies.

Annex 2 lists the self-help measures, suggestive imicators am
documentable measurements of achievernent. Annex 3 lists the soap factories,
by oW'lership, from the 1986 baseline thrOlgh the em of the Title I tallow
trograrn.

FY 1988

For FY 1988 USAID/Kampala identifie1 three self-help measures for
irx:lusion in the agreernent and a fourth measure which was discuss.ed but
deferred. The three measures from the agreement am the deferred-fourth are:

1. The GOO agrees to allocate all the tallow funde1 under this
agreement to the M.1kwano Soap Factory and to allocate sufficient
foreign exchange to firame intermediate inputs am spare parts
necessary for the factory to oper ate at not less than 85% of
installed capacity over a 12 month period beginning the date the
agreement is signed.

2. The GOO agrees to establish the ex-factory IX ice of laundry soap on
the basis 0 f impor t par ity for a similar gr crle impor ted from Kenya
to permit total cost recovery (var iable operat ing costs, plus
depreciation) and a profit nargin to l-fukw:too of 20%.

3. In line with the government s plan to divest itself of unp:oductive
parastatals, the GOO agrees to divest itself am/or closedown not
less than 2 parastatal soap factor ies within 12 months of signing
this agreement.

4. The GOO will elimill3.te the public sector role in soap distr ibution.

Prior to the negotiations for the p:ograrn, M.1kwaro s access to foreign
exchange for tallow and other soap ingredients was irregular (I'lOnthly
production rall3ing from 600 Mr to 1,800 Ml'). After the agreement was
negotiated, regular, assured access to foreign exchange evened out Mukwano s
treduction to where his final };reduction was 97% of his capacity.

The ex-factory IX ice set for laundry soap over the period of the program
has consistently seemed consistent with impor t par ity-based pr ices. As
irrlicated earlier, soap is by far the I'lOst colTlllOnly am frequently purchased
comm:::Xlity by rural households.
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In terms of IX'ivatization, the absolute numbers of parastatal owned
factories which were divested or closed met the minimal target. However,
while only the two were divested, several other divestitures throlJJh the
Custodial Board were initiated. Another parastatal was returned to its former
owners who then opted for a joint venture with IDSI. Urrler the terms of the
joint venture, the private owners assumed only 49% of the shares. The team
heard at the em of its stay that this canpany, Madhvani, is now completely
private. Of interest to the ];rogram, is that, of the tw::> divested during this
part of the IX'ogram, M:>ale soap Mamfacturers (Rafifki bram) is one of the
few p:>tentially conpetitive am credible factories.

Perhaps the JlDst surp:- ising success of the first p:-ogram was the
"deferred" deregulation of soap narketing. The scarcity of soap in rural am
distant areas of ugarrla was a source of great a:mcern for the GOO. Inpressed
by the efficiency am res};X>nsiveness of M.1kwaoo Imustries am subject of
regular discussions with the Mission, the GOO, in August 1988, agreed to let
M.1kwaoo Imustries market and distribute its own p:-oduct. In the last tw::>
JlDnths of cr 1988, Mukwaro Imustr ies sold 20% of its sales to ar.eas outside
of Kampala, with sales in all areas of the country. Recently, Mbale SOap
Works (Rafifki) have also started marketing their bar soap in rennte areas,
including the northern and northeastern parts of the country that have been
plagued by insurgen:::ies.

The other significant impact of rennving the FCXJd am Beverage
Corporation s control over all soap marketing was that wholesale am retail
prices were no longer fixed administratively. The total liberalization of
these lX ices made it prof itable for traders am dealers to sell soap even in
remote areas, while increases in productivity and efficiency meant supplies
were adequate to keep pr ices stable.

1989

The purpose of the FY 1989 p:-ogram was to naintain am deepen the efforts to
privatize the soap industry. 'Ib this end there were only tw::> self-help
measures:

1. The GOO agrees to oontinue to a:eate a positive fimn::.:ial
enviroment for the expansion of efficient rranufaeturing am
distr ibution of soap by the FC ivate sector. To this em the GOO
will divest or close dCMn tw:> public sector soap factor ies by June
28, 1989 as previously agreed to urrler the FY 1988 P.L. 480, Title I
Agreenent. The GOO further agrees to initiate divest iture of
addit ional public sector soap manufactur ing facilit ies by December
31, 1989, with the objective of completing the divestiture or
closure of the remaining public sector soap factor ies by Ap:- il 30,
1990.
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2. To ensure that all private soap factories are treated equitably in
the allocation of P.L .480 tallow, the GOO agrees to p:- ov ide tallow
am foreign exchange for other raw materials to all pr ivate soap
factories on the list of eligible firms urrler the Bank of Ugaroa s
Q?en General Licensing agreen:ent, in arrounts consistent with
efficient utilization as agreed to by the Government of ugaooa am
the U.8. Agency fO[' International Developnent. The GOO agrees to
permit all pr ivate soap manufacturers to distr ibute soap to pr ivate
wholesalers am retailers without requiring sales to the
(parastatal) Food am Beverage Corp:>ration.

The GOO has not yet divested or closed all of the p:lrastatals as called
for by the first self-help measure. Of the four which remained on Ap:- il 30,
1990, one is the joint venture and another, the largest, has just completed
divestiture umer the Custodial Board p:-ocess. Of the other two, it is
umlear that they are oper ational, rot a~essing the a;L for the other
imported supplies during the last two years. It is possible, as Nakasero,
until recently was oper ate1 by EOSI, that the suwlies imported in its name
were transferred to the other two factor ies before the transition. Ho\\ever,
the limited data the team could find \'.QuId iroicate that soap was fCoduced and
sold from the 286 MT of tallow purchased by E08I from Mukwaro Irrlustr ies in
1989. Over this period the differential between the ex-factory am retail
prices continued to decline, suggesti03 that the oompetiton injected into soap
marketing by the rel10val of the Food am Beverage COq::orat ion s ronop:>ly was
stabilizing pr ices am margins. Availability continued to imp:-ove, although
it is not fDssible to disaggregate by firm. The <:X;L Desk data irrlicates that
the private sector has merle the most use of their licenses for supplementary
i03redients for soap. Of the Parastatals, only Nakasero accessed the <:x;L
during the years 1989 to the present.

1990

For the FY 1990 program, the Mission decide] to shift its focus to
complement its overall str ategy of pr ivatizing marketing exports. 'Ib this
em, the self-help measures were:

L The GOO agrees to encourage through streamlined p:-ocedures am/or
regulations and firancial imentives to permit not less than t\'.Q
{X"ivate (at least one foreign) air cargo carriers to operate in-arrl
out of Entebbe Airport to imp=ove hamling capacity. To help
facilitate oompet it ion am greater air cargo capacity, the GOO will
agree to charge internationally compet itive airport charges and fees
to pr i vate carriers i am the nat ional carr ier will not charge
royalties to private carriers e03aged in the air freight of
horticultural am other non-traditional exp:>rt fCoducts.

2. To help facilitate the marketing of fresh hor ticultural crops,
p:-ocessed fish and other comrrcdities the GOO will permit and
en::::ourage no less than tvx:> pr ivate firms to invest in an) operate
cold storage and warehousing facilities at, or in the vicinity of,
Entebbe Airport within six I10nths of signing this Agreement.
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These self-help measures, reflecting the new direction of the policy
dialogue, were moch less specif ic am ITOre dif f icult to measure. After the
agreement was signed ani during the on-going dialogue IXocess, the Mission
discovered that the basic governmental organizational structure is not
coniucive to the inplementation of these self-help measures. Specifically, at
the ITOment, development plans am construction are the reSJ;X>nsibility ani
umer the control of the Ministry of Works, oot the airport, oot the airlines.
Aiq;ort operations are urrler the Ministry of Transport am o:>mmunications and
ugama Airlines is a goverment parastatal. The Ministry of Works plans call
for PJblic sector occupation of buildings (current am IXOp:>sed) on the
airp:>rt grourrls. Ho\<ewr, in spite of the Ministry s denial of permission for
a private firm to rehabilitate one of the buildings for cold storage, the firm
has obtained permission to occupy the building.

Although the intent of the self-help measures was to use the P.L. 480
resources to oomplement am strengthen the policy dialogue related to the
Mission s objective of fronoting agricultural oon-traditional exp:>rts, the
expected impact was not to have installed capacity by the end of -the one year
program. The self-help measures were interrle'l, hO\',Bwr, to open the door for
the Mission to begin the longer-term dialogue on infrastructure for the
agricultural non-traditional exp:>rts. This it has done very well.

In spite of the fact that the self-help measures were as vague as
"encourage" am "facilitate," the fees am charges were legally changed, one
private sector firm has obtained facil ities at the airpor t and another has
purchased lam near Entebbe airp:>r t arrl is in the process of establishing a
field-to-airplane cold storage system.

IV. ~AND~CN

A. Planni ng, Honitor i ng a rrl Evaluation

Mission management of the FY 1988-90 program was variable in quality,
reflecting turnover in Mission personnel, rapid change in the GOO s economic
p:>licies am the Mission s program growth. M:mitoring appears to have been
sporadic, focussed on the local currency side rather than the IXogrammatic
side am on the design of the next year s frogram. Although documentation,
except that related to the use and aocountability of local currency
generat ions, is spotty, the team was able to f irrl/obtai n key studies am some
key data either in various files in the Mission, from IXogram particip::mts or
from various offices in the Ministr ies or Bank of Ugarrla. Noticeably missing
are certain statutory reports, yearly analyses am m:>nitoring or site visit
reports.

Depen::Hng on the particular year, either the program officer or the
deputy director reviewed the IXogram preparatory for the next year s request.
The amlysis of the past year s program focussed IX imarily on the availability
of soap, whether Mlkwano I rrlustr ies was distributing soap nationally and
whether the factory was producing at capacity. Although some arulysis appears
to have teen given great attention (the review of the FY 1988 [Xogram in the
IT 1989 prop::>sal cable, for instance), the doc umentat ion of data sources and
basis for analysis are unavailable.
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One of the principle impacts of the program was given inadequate
attention due partially to the episodic mamgement approach am to the
discordance between the Mission am GOO s primary objective, soap production
am distr ibution, and the stated intentions as interpreted by the self-help
measures. Because of the p:-iority accorded the soap p:-oduction, the Mission
either did not notice or did mt act upon the absence of participation in the
program by the p:: i vate sector other than Mukwaro. As a result, M.1kwano
Imustries am the p::ogram recently foum themselves in the awkward position
of being accused of denying entry to other p::ivate factories. Also unnoted
was the failure of the GOO to fully privatize the EOSI, an FY 1989 self-help
measure am the stated overall objective of the whole p::ogram.

Given the emphasis am prior ity accorded the p::oduction am distribution
of soap, the mamgement of the [X)licy dialogue with the GOO has been
effective.

B. Repor ting Requirements

Three sets of reports are requirerl umer every Title I p::ogrant

1. Complianee Repor t

This report, which is due USAID by December 15 of each year, is to be
prepared by the importing country government and subnitted to AID/W by
the Mission after reviewing am collUTlenting on it. The COmpliance
Repor t covers; a) commercial imports of tallow or Slbst itutes (for
purposes of assessing compliance with UMRs--that is, uSlal marketing
requirements); b) exports of tallow or similar comrrodities (for
purposes of assessing compliance with the export limitation
rrovision); c) utilization of comrrodities imported umer the
Agreement; am d) measures taken to satisfy the publicity provisions
of Section I, Article III, Part I of the Agreement.

2. Shipping am Arrival Reports

These re[X)rts, which are to be subnitted to the USDA p::omptly after
the ar rival of each shipment, are to be prepared by the importing
country government am subnitted to the Mission. Each report is to
contain information on: a) the name of the vessel; b) the amount of
the comrrodity received; c) the discharge completion date; am d) the
extent of any signif kant loss or damage, and any consequent claims,
recoveries or compensations.

3. Report on self-help Measures am Utilization of Local Currency Sales
Proceeds

This report, which is due in AID/W by December 1 each year, is to be
prepared by the importing country goverl1flEnt am subnitted to the
Mission for review, collUTlents am forwarding to AID/W am the USDA.
The report is to p:-ovide an assessment of rrogress on implementing the
Self-Help Measures st ipulated in the Agreement. The repar t is also to
contain a revie\v and an apr::raisal of the generation, deposit arrl



- 14 -

disbursements of counterpart funds, iocluding the degree of
acromplishment of the development purp:::>ses for which the oounterpar t
funds were utilized.

In crldition, the FY 1989 am FY 1990 Agreements for ugama s P.L. 480 Title I
tallow p:ogram stipulated that the GOO was to subnit to the USG quarterly
reports of the deposits am disbursements made.

In general, conpliarx::e with these reporting requirements has been less
than conplete throughout the three years of the Title I tallow programs in
Uganda. The GOO has Mver subnitted any of the required reports on the local
currerx::y component of the ];rograms, despite the fact that, as reported below
in Section IV. C., the GOO does have the ao:::ounting and other records
necessary for p:eparing the reports.

The team could fim no record of Shipping am Arrival or Compliance
reports having been subnitted for the FY 1989 am FY 1990 programs.
(Subsequent to the drafting of this assesSIrent, the Mission has obtained
oopies of the Shipping am Arrival reports for FY 1989 am FY 1990. The
reports have been given to the GOO for completion and return to the Misson as
soon as possible.) The Mission did receive a repor t from the GOO on p:ogress
toward the implementation of the self-Help Measures umer the FY 1988 p:ogram,
which it forwarded, with br ief comments, on Decemter 8, 1988. The Mission
also p:ovided in-depth corranents on self-Help Measure perforITBnce in a cable
sent on December 20, 1988, which conveyed the proposal for the FY 1989 Title I
tallow p:ogram. The Mission followed a similar practice in subnitting the
proposal for the FY 1990 Title I tallow program. In that instaoce, hov.ever,
the Mission did not get the self-help measures report from the GOO s Minister
of Firance until M:irch 22, 1990 a nd it addressed only one of the tw::> measures.
USAID/Kampala sent a separate cable on 1-1arch 26, 1990, thoroughly reviewing
lithe Government of Ugama s (GOO s) progress in implement ing the Self-Help
l-1easures urrler the FY 89 Title I tallow import program." No report has been
subnitted to date on self-Help Measure performaoce umer the FY 1990 Title I
p:ogram.

Although the team was unable to fim oopies of certain past reports in the
files, inst itutional memory i micates that some reports were subnitted.
Current Mission am p:-ogr am maragement have already begun to oomplete
documentation for the past p:ograms. Recognizing the need for better
ITOnitoring, the Mission will hire a P.L. 480 Title III Coordirator by June 1.

C. local Cur rency

In terms of progranuning, rronitoring am acoounting, the Mission has
generally done very well in ITBnaging the local currency component of the P.L.
480 Title I tallow program. Un::1er all three of the Title I tallow programs,
the Mission chose to "projectize" the local currency (or "counterpart")
generated by the sale of the tallow to Muk\...allJ Irrlustr ies, Ltd. The selec tion
of the projects to be fumed is painstakingly done, the flow of the funds is
carefully traced am acoounted for, am the implementation of the projects is
frequently reviewed and recorded. The generation, deposit and disbursement
process for the o:lUnterpart is timely, with all of the counterpart having been
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disbursed within twelve nonths (and often earlier) after the arrival of the
oomnodities. The following p:lragraph briefly describes the Mission s
counter p:lr t nanagement system.

During the negotiations for the next fis:al year s P.L. 480 Title I tallow
];rogram, the Mission am the GOO agreed on the sectors in which the
rounterpart oould be used to fund ];rojects. The sectors for the FY 1990
];rogram, for exanple, iooltXied agr iculture, health, natural resources am
rural development, plus PVO am WID activities. Each agreement stipulated
that the Mission would 0000 the GOO a PIL specifying the IX"ojects that were to
be furrle:3, am the anount of counterpar t eadl ];roject was to be allocated.
Mission staff were then invited to solici t am develop troposals for tr0jects
to be fumed. MaI¥ of the trojects were already in the Mission s fOr tfolio,
receiving dollar assistaooe from AID; in the case of the F':l 1990 trogram, for
example, about t\«>-thirds (15 out of 23) of the p:-ojects were already
receiving DFA fuming. The project proposals, ircluding budgets, were
carefully reviewed within the Mission am then forwardErl to the Gal for
fuming.

Meanwhile, the Mission clooely rronitored that the funds were being
deposited into the special aocount. Disbursements from the special aocount
\\Bre done on a quarterly basis, am the disbursements were actually made
through the Mission (the checks were delivered to USAID/Kampala, from which
they were picked up by the };:Cojects officers). The projects were required to
subnit p:ogress reports, which were reviewErl by the Mission, on a quarterly
basis, before the next quarter s funding was disbursed. In terms of fimn:::ial
managerrent and aocounting, the Mission receives copies of the key GaJ
documents, including deposit receipts, BCXJ special acoount statements and
disbursement vouchers. The Mission also keeps its own aocounting records on
counter par t deposi ts am disbursements. The 1-1ission has recently taken steps
to set up arrangements for injepement, systematic checks on the physical
progress of the };:Cojects. These arrangements supplement the site visits and
other rronitor ing performed by the Mission s project maragers.

There has been very little delay in the generation, deposit and
disbursement of the furrls. All of the counterpart generated by the FY 1988
];rogram had been disbursed by May 31, 1989. Similarly, all of the generations
from the FY 1989 p:-ogram had been disbursed by the middle of 1990. As the
following table shows, over 70% of the counterp:trt generated s::> far (the
deposits from the first two shipments) from the the FY 1990 };:Cogram have
already been disbursed. 8/
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srATUS OF P.L. 480 TITLE I
GENERATED FUNDS AS OF MAlCH 31, 1991

(USh)

AnDunt .Arrount No. of
Generated Disbursed Balance Projects

FY 88 600,000,000 600,000,000 -0- 24
FY 89 1,480,000,000 1,480,000,000 -0- 22
FY 90 2,051,979,167 1,447,989 ,209 603,989,958 23

Total 4,131,979,167 3,527,989,209 603,989,958

There is, lnwever, a serious p:"oblem with the generation of the
funds. Apparently, Mukwaro Iooustries has worked out an informal arrangement
with the GOO to allow for the deposit of the counterpart in a limiterl nunber
of installments. In the case of the second shipment uooer the FY- 1990
p:"ogram, for exanple, Mukwano looustries deposited the agreed anount in six
equal installments of USh 200,000 each over a nine rronth Period from July 1989
to March 1990. Also, M.1kwaoo looustr ies has not yet deposited any Ugaman
Shillings for the last FY 1990 shipment, which was shipped in August 1990.
The Agreements all stipulate that the entire arrount of counterpart is to be
deposited "into a Special Account •••within 120 days of CCC disbursement" (that
is, the shipping date). Mission rranagement staff say they have never been
asked to app:-ove any other deposit schedules. Also, apparently Mukwano
Irrlustr ies does not have to pay any interest or penalties for deposits made
late or in installments. The Mission has raised this problem with the MOF
Coordinator several times over the period covered by the assessment, but has
been unable to prevent its reocurrence.

As is the case with many other P.L. 480 Title I rrograms, there is no
"additiorality" in the Ugarrla tallow p:"ogram s local currency component. The
projects are already budgetted for in the GOO s Rehabilitation am Development
Plan (ROP) and the designation of the P.L. 480 Title I tallow IXogram as the
source of the local currency funding for the IXojects does not have any effect
on the budget allocations. What the Mission does gain by its involverrent in
the funding of the selected projects is considerable influence over the GOO s
p:oject experrliture {Xocesses.

Tying P.L. 480 Title I counterpart generations to the funding of
selected RDP projects helps ensure that those projects actually receive the
fuoos budgetted for them, am in a timely fashion. The cost of the Mission s
involvement in project funding is, of course, that it inter feres with the
GOO s mamgement of its O\'Kl fimn::::es am, arguably, nay even retard {Xogress
toward irrproving the GOO s O\'Kl {Xoject fUnding capacity am performan::::e.
People involved with the local currency component of the Title I tallow
trogram argt.e oonvin::::ingly that, without it, p:-oject irrplementation \\Quld have
been seriously irrpeded. It was not possible during this TDY visit to evaluate
whether the expeditious irrplementation of Title I-funde:1 IXojects outweigh d
the costs, in roth "pol itical" and fi mncial rranagement terms, of reducing GOO
control over its budgetary resources.
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V. CONCLUSICNS

The program has been effective in terms of part of its rationale--the
impact on foreign exchange and balance of payment. It has also been effective
in substant ially in::reasing the supply am availability of soap country-wide
at conpetitive prices. For all intents aM purposes, the p:lrastatal Edible
Oil & Soap Irrlustr ies IlOnopoly has been broken (the remaining two factor ies
are not producing) am the Food am Beverage COq;oration s IlOnopsony has also
definitely been terminated. It is doubtful whether price efficiencies,
production gains am foreign exchange savings could have been achieved without
the P.L. 480 cr similar p:ogram. The team has also corcluded that, a) based
on EOSI s histcry pr ior to am subsequent to Mukwaro Irrlustr ies operat ion and
b) without ease of access to foreign exchange (which the p:irastatals do rot
have), IDSI is unlikely to have been as transparent, sensitive am responsive
to concerns al::x:>ut the llOoopoly as M..lkwano has been. Equally important, in
terms of impact, it is unlikely (again based on histor ical records) that,
under EOSI and F&BC, soap would have been as so ~ll distributed_upcountry.

Nevertheless, the program can be considered only a qualifie:1 success at
this time--the parastatal llOoopoly/nonopsony having been replaced by one in
the private sector--M..lkwaoo Industries. The major players in creating the
situation--the GOU, USAID/Kampala and Mukwano Industries--are now sensitive to
the problem am are interested in trying to correct it. At this time, it is
not clear that Mukwano Industries is producing the most cost-effective soap
fOssible. It is c1ear, ho~ver, that although soap p:'oduction is
concentr ated, soap distribution is wide open and involves a mult itude of
actors at the retail levels. Although the pr ice of bar soap is within the
budget of the lowest income Ugaman, absorbing an important share of that
budget, further amlysis is necessary to determine whether the Ugaman soap
industry is as efficient as it might be.

The lack of par ticipat ion by other p:' i vate sector factor ies was apparent
during the FY 1989 p=ogram. The sporadic nature in the rranagerrent of the
program and its focus on the balan::e of payrrent am l1ukwaro Industr ies right
b::> narketing and distribution allowed the situation (p:'oduction concentr ation)
to oontinue for two am a half fis:::al years. If the Mission interns to try
to correct the distortion which it inadvertently fostered, it will have to
corrunit to better am nore explicit management am nonitoring.

The self-help measures for the FY 1990 p=ogram shifted the policy and
maragement focus away from the char~e in the structure of the soap imustry.
The leverage of the tallow s value also appears to have been weaker as the
self-help measures were directoo not only away from the soap irrlustry toward
eXfOrts, but the irrunediate beneficiaries (BJU am r-oF) were not directly
involved in the implerrentation of the measures. The Ministry of Works, which
was responsible for decisions on what construction could occur at the airfOr t,
and the r1inistry of Transpor t am Communication, which was responsible for
fees, charges am royalties, were not direct beneficiaries of the either the
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tallow or the saved foreign exchange. As a means to become involved in the
dialogue on constraints to exparrlErl agricultural non-traditional expJrts, the
FY 1990 p=ogram has had some success. Most importantly, it has helped the
Mission to identify some of the not so obvious problems which the overall
USAID p=ogram will need to address.

The key issue for the future of any P.L. 480 p=ogram is how to
restructure it in a way that removes Mlk\'BOO Irrlustries from the role of major
supplier of both soap am tallow. Of great concern to government officials,
USAID/Kan1;>ala, AID/W and even the owner of M.1k\'BOO Irrlustries, M.1k\'BOO
Irrlustries strongly feels that it cannot contirne the p=ogram in the same way.
Any future tallow p=ogram mst be designed to level the playing field arrl
inprove the oompetit iveness of Ugama s soap irrlustry. Demarrl is oot likely
to be a limiting factor as the industry becomes fOC)re conpetitive.

Any new P.L. 480 p=ogram must assure that "credible" players are brought
into the p=ogram, preferably those willing to invest in bulk equipn¥:mt. As
further efficiency gains are achieved, expJrts are [X)ssible given the
compar atively larger tallow content arrl resulting preference for Ugarrlan soap
rers. The Central Bank of Ugarrla (IDJ) has already established criteria for
soap nanufacturers to be "credible" and, thus, qualify for essential non
tallow imports under its 03L system. Additional criteria for new players to
join any new p=ogram should have to do with their willingness to invest in
bulk facilities as well as transpor t arrl related facilit ies arrl equipment for
up::ountry distribution arrl narket exp::msion.

Assuming a 10% increase in 1991 CIF t-bmoosa ($408.16) am Kampala
($523.66) bulk tallow prices relative to 1990, either 24,500 or 19,096 tons of
bulk tallow can be in1l.:xJr ted under the new progr am. The actual tonnage
imported will depend on whether soap nanufacturers will prefer to rrake their
own arrangements for inlarrl tr anspor t from r.t:>mbassa to Kampala. In either
case, sufficient tallow will be in country, together with stocks now held by
Mukwaro (5,500 tons in Momressa am Kampala), to allow adequate IXoduction of
soap bars. If at least tw:> new players can come forward to take up 7,500 to
10,000 tons of bulk tallow, a good basis for competition will be established.

VI • ROCOMr>ENDATIONS

1. The Mission should continue the program as a one year IX"ogram focussed on
leveling the playing field for other pr ivate sector players.

2. At the same time, the Mission should beg in the immediate design of a
multi-year Title III p=ograrn to, in par t, complete the IX"ocess of establishing
a competit ive (perhaps even international) soap injustry.

3. Hission rranagement should task an individual to be res[X)nsible for the
overall mamgement am implementation of the Title III program, coordirBting
the elements of local currency, policy dialogue and IlOnitor ing the
implementation of the policy corrlitions am the impact of the program.
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4. The Mission should design a program that reduces Mukwaro Irrlustries share
of the P.L. 480 tallow imports, with the intention of weaning it entirely out
of the program over the mErliLnn term, without pemlizing the other firms while
the playing field is leveled. This may require the Mission negotiating with
the OOF am BXJ (OOL Desk) the rel1Dval of the de facto ban (through not
granting impor t licenses) on tallow imports outside of the frogr am.

S. The Mission should ootify the GOO in wr itill:J of the noncompliance with the
reporting requirements specified in the Agreements, asking that the the
required reports for the EY 1990 fragram be subnitted immediately.

6. The Mission should not ify the GaJ in wr iting that the P .L. 480 Title I
Agreement, dated Afril 12, 1990, for the FY 1990 tallow program does not
p:-ovide for counterpart deposits in install.Irents but instead requires the
immediate deposit of the full anount of the counterpart funds which are now
long overdue.

7. The Mission should carefully review its current p::>licy of "projectizing"
the entire arrount of counterpart furrls. Whereas USAID/Kampala (unlike rrany
other Missions) c]early has the maregement capability to oontirue following
this policy under a Title III program, it might be preferable to designate at
least a p::>r tion of the OJunter par t as "non-projectized" sUpp:::>r t for the
development budget.

8. several policy factors restr ict the oompet iveness of the soap irrlustry.
These issues should be high on the r'Hssion s policy and amlytical agerrla

a) While there have been efficiency gains with the program, IlDre can be
accomplished. An in-aepth DRC analysis is recommerrled so that,
inter alia, irrlicators for future gains can be established and
I1Dnitored. This exercise should be done with the Research
Depar tIrent of BOO.

b) To eocourage new entrants into the irrlustry, controls on factory
fr0f its a nd over heads should be r atioreli zed or, prefer ably, phased
out.

c) De facto restrictions on soap bar imports from neighboring countries
should be removed to reduce the rate of effective protection in the
irrlustry.

d) The exchange rates will have to IlDve to a narket c]ear ing rate to
facilitate inland transpor t of bulk tallow by local rranufacturers
am, eventually, exp::>rts over the medium term.

9. There is a feeling in Ugama that exchange rate convergence could be more
rapidly achieved, arrl the need for OOL and SIP obviated, if a not too
insignif icant amount of untied, unsourced aid could be p:-ovided. While tallow
is not "cash," it prol::a.bly terrls to approximate cash IlOre than many other
comrrodities. This suggests that any follow-on P.L. 480 program or programs
could be negotiated as an element and in the oontext of a larger cash transfer
package.



- 20 -

FOOl'NOl'ES

1/ ANEPP PAAD Supplement, september 1990

2/ Rehabilitation am Development Plan 1988/89-1991/92, volume One, second
Edit ion, 27th December 1989

3/ Ugama-- Request for ArraD3ernents Urner the Enharced Structural
Adjustment Facility, AIr il 4, 1989

4/ Index of Irnustria1 Production 1987-1990, Ministry of Imustry &
Technology, The Republic of Ugarrla

5/ COrranittee Report on the Edible Oil am soap Imustry, 27th June 1986,
Lint Marketing Board Edible Oil & soap Iroustry

6/ Study of the Tallow & soap Markets, Ugaooa, Julie Brace, National
Rerrlerers Association (no date, estimated mid-August 1988)

7/ Background to the Budget 1990-91, The Republic of Ugarrla, Ministry of
Planning am Economic Development

8/ USAID/Kampala records

9/ Data Supplied by r-1ukwaro Irrlustr ies to the team

10/ 88 Kampala 05350 dated 12/15/88

11/ 88 Kampala 05412 dated 12/20/88



COST OF DRUMMED TALLOW
ANNEX 1

The cost structure of bulk tallow imp:::>rted by Mukwano under the {rogram and
drUJl1l'led in Kampala for other manufacturers is rep:::>rted by the Bank of Uganda as
follows in $s/mt for 1990:

Tallow (FAS)
ocean Pre ight

Unloading and Storage at M:>mbassa
crF fobmbassa

Clear ing and Tr ansp:::>r t to Kampala
crF Kampala

Import Duty (10%)
Sales Tax (10%)
Shortages
storage/Steaming/Unloading
Financial Charges on Advances (45%) on
Freight,storage,Clearing and Taxes
Drunming

COst of Drums (LeSs Replacement)
Total Ex-factory

313.55
57.50

11.50
382.55
93.50
476.05

43.82
48.20
15.77
2.63

46.39
4.41

52.63
689.90
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ANNEX 2SELF-HELP MEASORES

1988

1. The GOO agrees to allocate all tiE tallow funded under this agreenent totiE MUkwaoo SOap Factory and to allocate sufficient foreign exchange to
finan~ int.enediate inputs and spare parts ne~ssary for tiE factory toop3rate at oot less than 85% of installed capacity owr 12 nonth p3riod
~ginning the date the agreenent is signed.

INDICATORS

a) anount of tallow allocated to Mukwano

planrEd 7,700 actual 7,700 MI'

b) FX for internediate inputs & spare par ts

estimated required $19,200,000 actual avail $11,953,569

c) ofer ate at 85% capacity

estimated capacity 43,000 MT actual production 26,571 MT

2. The GOO agrees to establish the ex-factory prire of laundry soap on trebasis of import parity for a similar grade imp:>rted from Kenya to r:ermit totalrost rerovery (var iable ofer ating rosts, plus derxeciation) and a profitmargin to Mukwam of 20%.

INDICATORS

a) pr ire Kenyan soap

Mukwam pr ire

b) var iable ofer ating o:>sts

eX-factory pr ire

MukwaID Industr ies confirms that eX-factory Irice was adequate.

3. In lirE with tre goverl'1lrent s plan to divest itself of unproductiveparastatals, tre GOO agrees to divest itself and/or closeoown not less than 2parastatal soap factor ies within 12 rronths of signing this agreenent.
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INDICATORS

a) list of remaining parastatals as of Fel:ruary 2, 1989

LMB edible Oil & SOap, including:
Nakarero soap WJr ks
Iganga Industr ies
'DJroro Oil/soap Factory
0.1{. Oil Mill
Madhvani
Angurwna SOap Factory

b) list of remaining parastatals as of Deceml:er 31, 1989 (list of
clos=d, divested, PI:' ivate factories)

tba sane, except Anguruma SOap Factory mId to Bunyoro ~o~rs

(b~rative union arrl ToI:oro Oil/SOap Factory is closed

d) list of remaining parastatals as of Apr il 30, 1990 (list of closed,
divested, private factories)

L.M.B. Edible Oils & SOap, including:
Nakasero soap WJr ks
Iganga Industr ies
O.K. Oil Mill
Madhvani

2. To ensure that all private soap factor ies are treated equitably in th=
allocation of P.L.480 tallow, th= GOO agrees to provide tallow and foreign
exchange for other raw mater ials to all pr i vate soap factor ies on th= list of
eligible firms under the Bank of uganda s O~n Gener al Licensing aggrerrent, in
anounts ronsistent with efficient utilization as agreed to by th= (;Qvernrrent
of Uganda and the U.S. Agency for Inter national Developrrent. The GOO agrees
to permit all pr ivate soap rranufacturer s to distr ibute soap to pr ivate
wholesalers am retailers without requiring sales to th= (parastatal) Food and
Beverage COrporation.

INDICATORS

a) total tallow impor ts less Title I tallow

b) tallow from Title I going to other pr ivate soap factories than 11ukwano

'Ibtal Jll2tr ic tons imp:>r ted through the Title I 15,400 MT

Mukwano 15,114.63 MT All oth2rs 285.37 MT
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Pr ivate

Kimni
Bale Products Ltd

Hosi SOap Factory
Maw:>kota Chemical Industry
CALTEX SOap

Subtotal Pr i vate

Parastatal

0.8 MI'
1.6 MI'

13.48 MT
30.0 Mr
2.58 MI'

48.46 MT

Esible Oil & SOap Industries 216.91 MT
uganda COnsUJrer Sup Ltd 20.0 MT

Subtotal Par astatal 236.91 MT

c) soap manufacturer s on 03L list of eligible imp::>r ter s

1989

Mukwam
Maw:>kota Chemical Industry
Nakarero SJap WJr: ks
Ibsi (U) Ltd
P. senfuka & SOns

1990

Mukwam
Ma~kota Chemical Industry

Nakarero SOap ax: ks
lbsi (U) Ltd

P. senfuka & SOns
Madhvani
lEw O.K. Oil Mills
Mbale 9>ap WJr: ks

d) list of manufacturer s imp:>rting tallow through the 03L

e) list of manufacturers actually importing other raw materials through
the 03L

1989

M11kwa.m
Ma~kota Chemical Iooustry
P. senfuka & SOns

1990

Mukwam
Ma\lDkota ~mical Industry
Nakarero SOap W:>r: ks

f) laws, regulations, gazetted OOti02s, n2wspap:r anmuncerrent, or MOU
which author ized pr i vate ~ctor factor ies to distr ibute the ir production
on th2 op:n market
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OR

gazette or ootire which relTOves the FOod and Bever age Q:>r fOr ation s
lTOooFCly

Mission has requested copies from tIE K>F, ERP O>ordinator

1990

1. The GOO agrees to enrol1r age through streamlired p:oredures and/or
regulations and financial incentives to I;ermit rot less than tw:> p:ivate (at
least ore foreign) air cargo carriers to oI;erate in-and-out of Entebte AirfOrt
to improve handling capacity. To help facilitate rompetition and greater air
cargo capacity, the GOO will agree· to charge internationally oompetitive
airpJrt charges and fees to p:-ivate carriers; and the national carrier will
mt charge royalties to private carriers engaged in the air freight of
horticlutural and other oon-tr aditional expx t p::oducts.

INDICATORS

a) nllITlh;r of private air cargo carriers operating through Entebl::e

b) schedule of fees and charges p:: ior to agreerrent

90 Kampala
6253

c) schedule of fees and charges after agreerrent

90 Kampala
6253

d) regulation interdicting national carr ier from charging royalties

90 Kampala
6253

2. To help facilitate the mar keting of fresh hor ticultur al crops, p::oresred
fish and other oommodities the GOO will permit and enrourage no less than tw:>
private firms to invest in and oI;erate oold storage and warehousing facilities
at, or in the vicinity of, Entebbe Airport within six months of signing this
Agreerrent.
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INDICATORS

a) numJ::er of pr ivate firms investing in mId storage facilities

at Ent.e bl::e 1 in vicinity of Ent.ebl::e Airport 1

Be~ of GOO organizational structure, tIE ti.JIetable for this relf-mlp
Deasure was un:ealistic. satisfaction of this relf-mlp Deasure was achieved
in less than OlE year.



SQlW FACI'ORIES

1986

parastatal

LMB Edible Oil & SOap,
includes:
1. Tororo Oil/SOap
Factory
2. Iganga Industr ies
3. Nakasero SOap WOrk
4. Angur uma Oil/SOap
5. O.K. Oil Mill
6. New Badaka/New
Alliance

1988

Parastatal

LMB edible Oil & SOap,
including:
3. Nakasero Soap WOr k
2. Iganga Industr ies
1. TOroro Oil/Soap
Factory
5. O.K. Oil Mill
4. Angur uma Oil/Soap

1989

Parastatal

LMB Edible Oil & SOap,
including:
3. Nakasero SOap WOr k
5. O.K. Oil Mill
2. Iganga Industries 1.
CLa>ED TOroro
Oil/Soap Factor y

COop::rative

7. SUp::rsonic
8. Magodes
9. Balangira

Cooper ative

6. Mbale-New Badaka
Ginrer s and New
Alliance

cooperatives

6. Mbale NeW
Badaka/New
Alliance
4. Anguruma Soap
Factory so Id to
Bunyoro Gro~r s
Cooper ative Union

ANNEX 3

Private

10. EM::O or Madhvani
(former ly Kakira
Oil/Soap Factory,
joint venture GOO
with former
own=r)
11. Mukwano

Pr ivate

10. Madhvani
11. Mukwano
12. Mbale Soap W:>r ks
(cer tificate
132) , Ix and naI1'l2
Rafifki

Pr ivate

10. Madhvani
11. Mukwano
12. Mbale Soap WJr ks
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1990

Parastatal

LMB Edible Oil & soap,
including:
3. Nakasero SOap WJr k
2. Iganga Industr ies
5. O.K. Oil Mill

1991

Parastatal

22. Uganda Asoociate
Industr ies Ltd
LMB Edible Oil & SOap,
including:
2. Iganga Industries 5.
O.K. Oil Mill

4/10/91 factor ys

Q:>oper ative

6. Mbale NeW
Badaka/New
Alliance
4. Angur uma SOap
Factory

Cooper ative

6. Mbale NeW
Badaka/New
Allian02
4. Angur uma SOap
Factory

PI: ivate

10. Madhvani
11. Mukwana
12. Mbale SOap WJr ks
13. Brother s
14. Caltex SOap
15. HOsi
16. P. senfuka & SOns
17. Maw::>kota Chemical
Industries
18. Gener al Miller s &
Chemicals
19. Munakukaarna SOap
Manufactur ing Co.
20. Ntovu SOap
Factory
21. Kinoni Soap w::>rks

PI: ivate

10 Madhvani
11. Mukwana
12. Mbale SOap w::>rks
3. Nakasero SOap
w::>r ks (divestiture
relieved to have
ree n romple te d)
13. Brothers
14. caltex SOap
15. Hosi
16. P. senfuka & SOns
17. Mav.okota Chemical

Industries
18. Ge ner al Miller s &
Chemicals


