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8ACKGROUND AND RA~:ONAL~ 

A. ~conomic and ?oliti=al Backcrround 

~~e Republic of Uganda, a landlocked nation of 15-91u5 ~illi~n 

people, is a count~y of abundant ~ate~ and a~a~l! land 
resouc~es, co~?cised of 131,000 sq~are kilomeeecs. 
3istorically Cganda's people have been a~le to feed :~e~sel~e3 

and generace s~fficient surplJs to engage in lively c~~~ecc~a~ 
activities. :~e major food crops grown incl~de bananas, 
matooke (plantain), beans, ~aize, cassava, sweet pota:oes, 
groundnuts, sorghum, and millet. :ivestock yields ~i:~, ~ea:, 

horns, ~ides and skins. Virtually all these commodi:~es ace 
traded in boti local and regional ~arkets ~it~in 0gan:a, as 
well as across Jganda's borjers into neighboring coun::les. 
Food crops dominate agric~lt~re, with about 90 percen: of tne 
arable land t~at is under c~ltivation being devoted to the~, 

and the remaining 10 percent given to export crops. ?=evio~s 

export crops c~l~ivated inclJde coffee, tea, cotton, and 3~a:l 

amounts of cocoa, nuts, and spices. Formerly, 3~all a~ounts o~ 

s~gar and tobac=o wece also exported but now these ccJ?S are 
locally processed to meet domestic demand. Coffee re~ains the 
single most important traditional export crop. 

Agriculture accounts for over two-thirds of uganda's CJP, and 
an even larger share of government revenues. ~ost fa=~s (tne 
average size of which is 2.5 hectares) are held by s~all-sc!l~ 

~roducers. Except for tea and sugar, which are grown on 
estates (with some outgrowers), most other production ~or 

export, as well as foc domestic consumption, is produ=ed on 
smallholdings. 

During its recent past, Uganda has depended primarily jpon 
coffee to generate foreign exchange earnings, with over 95 
percent of export revenue accruing from coffee exports. Taxes 
on coffee exports have also been an important source, as much 
as 20 percent government revenue. Hence, the 1989 collapse of 
the International Coffee Agreement and the accompanying 
precipitous fall in world coffee prices has created a severe 
economic crisis for Uganda, affecting not only the balance of 
payments but also fiscal policy objectives. 

Severe deterioration in the economic situation began after rdi 
Amin seized power in January 1971. Real GDP declined about 20 
percent during the 1970s. ~any of uganda's most talented 
citizens either fled into voluntary exile (estimates range from 
500,000 to over one million people), or were forced to leave, 
as in the mass expulsion of Asians in 1972. The successor 
Obate government in early 1981 initiated a recovery program 
with consideraole assistance from the donor community. Des9ite 
some recovery in the early 19805, there was increased political 
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and ~ilita=y instability beginning in 1984. Gov~rnment 
sgending escalated, inflation accelerated, the exchange rate 
became increasingly over7alued, and GDP declined in absol~te 
ter~s. A ~ilitary coup, followed by a civil war, infli::ed 
further ~estructi~n on infrastructure, and brought the econ~my 
to a virtual standstill. 

!he Museveni-led government inherited an extremely difficult 
situation when it came to power in January 1986. A great part 
of the major trunk roads had deteriorated to the point ~f 

requiring substantial new investments, rural feeder roa~s 

generally had received even less attention to maintenance, 
large por:iJns of the nation's vehicle fleet were eithe" 
destroyed or stolen, most manufacturing plants had closed down, 
and productive agricultural areas had been ravaged. :he new 
government also inherited a considerable debt burien. 

In January 1987, the government approached the donor co~~unity 
for financial support to arrest the economic decline and set 
the basis for sustained development. The I~F and the ~orld 
3ank initiated stabilization and structural adjustment 
programs, with sizable financial support. At the time, the 
economy faced a number of serious problems: 

the private sector was legally excluded from ~ost 
marketing, including external trade, transactions, 
and had effectively no legal access to foreign 
exchange; 

the official exchange rate was grossly overvalued, 
with the parallel market rate almost ten times as 
much as that rate: 

the Government of Uganda (GOU) was heavily involved 
in barter trade, the terms of trade for which were 
against Oganda: and 

inflation was very high due to the pressures of 
inappropriate monetary and fiscal policy, and 
interest rates were decidedly negative. 

In May 1987, the GOO announced an EconomiC Recovery Program 
ERP, to restore price stability and a sustainable balance of 
payments position, substantially improve capacity utilization 
in ind~stry and agriculture, improve producer incentives, 
restore efficiency in the 9ublic sector, and improve public 
sector resource mobilization and allocation. ~his ERP ~as oeen 
underway for three-plus years, and has seen significant 
improvements in uganda's economic policy environment. GDP 
growth has been in excess of six percent annually, and the rate 
of inflation has been reduced from ZOO-plus percent at the 
outset of the period to within the 30-percent target for 1990. 
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~i~ally, active exchange rate management has resulted in 
reducing the pre~ium on the exchange rate from 900 percen~ in 
the ~id-l980s to just over 60 percent tOday. 

3. A.I.D.'s Strategic Objectives in Uganda 

The country program is directed at supporting the government'3 
policy reform program. OSAID strategy is centered on 
i~creasing agric~ltural growth with emphasis on private sector 
participation. ~he project and program portfolio consists of a 
pac~age of complementary acti~ities: research, commodi~f 

imports, input distribution, crop production, agroprocessing, 
and commodity marketing with an overall emphasis on sectoral 
growth and diversification of agricultural exports. Most 
resources go toward support of the private sector, except 
research and allied training. An integral part of this 
strategy is policy reform which is aimed at improving the 
struct~re of incentives, the private investment climate, and 
addressing constraints to expansion of export trade. aeyond 
project level assistance directed at these areas including the 
non-traditional export promotion and development program, a ?L 
480, Title I program reinforces the strategy with related 
policy measures, balance of payment support, and local currency 
for the development budget. 

A second element of the country strategy is to preserve the 
natural resource bases in the nation's parks and protected 
areas, in order to stimulate Uganda's tremendous tourism 
potential, further diversifying its sources of foreign exchange 
and fiscal revenues. A third leg of the strategy is to address 
the issue of rapid population growth through a family planning 
program. ~inally, an important target of opportunity is in the 
health sector. 

C. Program Rationale 

ANEP? Its purpose was to increase rural incomes by overcoming 
short-term constraints to exporting nontraditional agricult~ral 
products. This was to be accomplished by assisting the GOO in 
developing and implementing a program for promoting and 
exporting nontraditional agricultural exports (NTAE). 9y the 
end of the program, ANEPP I was to have established an 
environment in which Ugandans could produce and sell crops for 
export in an open competitive market • 

T~e analysis that was done during design of ANEPP I identified 
three basic reforms Which were needed to arrive at such an 
environment. These reforms were, briefly: (1) regular exchange 
rate adjustments, (2) streamlined foreign exchange approval 
process for imports, and (3) GOU approval of private sector 
export of nontraditional agricultural commodities. In 
addition, the GOO, with technical assistance, would develop a 
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3::ategy and p:~g:am to promote N~A! and establi3h the 
organizational 3tructure to implement the stra:egy. 

O~er the3e firs: two years, in addi:ion :0 ca::yi~g C~: all 
:~ese reformS, ~~e GOU also (1) legalized the ?acall~: exch~~ge 
rate, (2) estao:ished a foreign eXChange ceten:i~n S:3:e~ foc 
exporters, (3) ~oved from a system of single t:ansac~~on expor~ 
Licenses to one of unlimited, time-based licenses, an: (~) 

removed the air transport monopoly. 

A3 a result of these reforms, the environment in whic~ 
exporters operate changed to one more conducive to in::eased 
production for export. Mocivated by the changes in t~e ?oli~y 

environ~ent, exporters more than tripled their non-co~~ee 
exports, most of ~hich were purchased from small Ear~e:3 and 
:i3hec~en. Increased competition with the para3tacals and 
a~ong private traders has led to better prices for pc~jucecs, 

more diversity in production, more areas of the country 
involved in production for export, and more consumer ;oods 
availaoility. ANEP? I has, indeed, estaolished the en~iconment 

i: set out to build. 

)espite greater than planned progress made under ANE?? :, :he 
aoility of the 3mall-scale producer, both farmers and 
fishermen, to fully participate in the benefits from ~~A2, i3 
dependent on the continuation of these policies. A n~~ber of 
constraints still exist. ANEPP II will focus on some of the 
constraints, principally those related to infr~struct~re, the 
dual exchange rate, market expansion, availability of credit, 
petroleum pricing policies, and inefficiencies in licensing. 
~~rough conditionality for cash disbursements, continued 
dialogue, continued technical assistance to EPADU export 
producers/marketing agents and budgeting (and sgending) of the 
counterpart depOSits, the GOO will address t~ese cons~:aints. 

As a result, the economic environment for small scale far~ers 
and fishermen will stabilize and improve. 

• 
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II. ACCOMPLISHME~TS TO DA:E AND LESSO~S LEAR~ED 

Du=i~g July and August 1990, A.I.D. conducted an i~pact 
evaluation 0: ANEPP I, in part to examine t~e merits of t~is 
currently proposed second phase of the program (A~EPP II). 
(This PAAD Supplement is to amend the program, but for ease of 
discussion the existing program is referred to as A~EPP I and 
the proposed amendment as ANEPP II.) Although the terms of 
reference for this evaluation team explicitly excluded 
designing ANEPP II, the team was invited to provide the ~issio~ 
with recommendations for inclusion in that design, based on t~e 

evaluation and the lessons learned from ANE?P I. It is 
important to understand that the impact evaluation :ocused its 
analytical efforts on impact, rather than on success in meeti~g 
the policy dialogue, CIP, and local currency aims of ANE?? I. 
Thus, if a routine program evaluation had been carried out, 
focusing on whether implementation of each program element had 
proceeded according to plan, the findings against such criteria 
would have doubtless been positive. With the impact evaluation 
coming as it did only one month after the announcement of 
sweeping policy changes, and only two years after signing of 
the Program Agreement, it faced a difficult challenge to 
confirm the degree of impact that would otherwise have been 
expected once the economy has digested the reforms. In 
addition, the evaluation included a discussion of some aspects 
of the management and implementation of ANEPP I. The following 
discussion draws heavily on that evaluation report, which is 
included as Annex B to this PAAD Supplement. 

A. Achievements Under ANEPP I 

1. Policy and Regulatory Changes 

The most important aspect of the ANEPP program is the effect it 
has had on the overall development strategy of the Government 
of Uganda. Through constant policy dialogue, through the work 
of EPADU, and through program conditionality, ANE?P has been 
responSible, at least 1n part, for a major sea change 1n the 
Government's attitude toward Uganda's development. Perhaps 
nowhere else in Africa has a Government so openly and so 
self-consciously embarked on an outward oriented development 
strategy as in Uganda. 

This ~s particularly marked in the budget speech of the 
Minister of Finance in June, 1990, which: (1) legalized the 
parallel market in foreign exchange; (2) further devalued the 
official exchange rate; (3) outlined streamlined provisions for 
export licensing; and (4) promised tax relief for 
nont=aditional exporters. As important as these reforms are, 
per~aps more important is the government's overall posture. 
Commenting on the budget speech, President Museveni stated that 
the reason for taking these measures (particularly the 
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da7!~Ja~ion) ~as ~o enable the ex~ort sec~o: to be compe~iti'le 

i~ ~o~ld markets, and to diversify an econo~y, ~hic~ fo: too 
long has been propped up by "t~e coffee man." 

T~ese latest measuras build on earlier important policy raEor~3: 

(1) Macroeconomic stabilization which has seen a reduction of 
inflation from annual rates of over 200 peccent to annualized 
rates of bet~een 20 and 30 percent: 

(2) A fairly continual devaluation of the official exchange 
rate, which has seen a depreciation of 16 percent in raal 
effective terms s~nce 1388. There remains ~uch to be done L~ 

this area: 

(3) The establishment of the dual licensing program foe 
non::aditional export~:3, ~hich was the keystone of AN!?? I; 

(4) The ra~oval of monopoly control of exports by the Produce 
Marketing Soard (?MB); this change was a CO'lenant under ANEP? :: 

(5) ~limination of monopoly pOSitions of tea authority, hides 
and skins parastatal, and other parastatals. 

~lken together all of these reforms substantially removed 
policy impediments to nontraditional export trade. ~or t~e 

first time, exporters were free to legally sell their goods 
abroad at the real opportunity cost. This liberalization of 
the policy regime, taken together with dramatic improvements in 
transport infrastructure and the return of confidence in the 
economy and in the Government has led to substantial increases 
in nontraditional export trade. 

2. Performance of the eI? Component 

The CIP component of ANEPP I was designed to provide the 
private sector of Oganda (defined as including the cooperative 
sec~or) with access to foreign exchange to purchase imported 
inp~ts for producing, processing, and marketing nontraditional 
ex?orts. Funds available included $12.5 million provided by 
A.I.J. and $S million provided by the GOO, all in support of 
the CIP. At the outset of the program, the specific list of 
commodities eligible for import under the program included 
seeds, fertilizer, steel for basic agricultural implements, 
jute for gunny bags (as well as gunny bags), packaging 
materials, and other non-specified goods. Subsequently, in ~a: 

1989, the eligibility list was substantially expanded to 
inclJde any commodity (primary, intermediate, or capital) that 
can be funded under any A.I.D. commodity i~port program. In 
January 1989, A.r.D. indicated to the GOU that the first 
tranche ($7.5 ~illion) ~as ready for disbursement, and that a 
Letter of Commitment in that amount had been opened in the 
appcopriate correspondent bank. 

• 
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Disbursement of the second tranche, $5.0 million in A.I.D. 
funds, is being delayed pending GOU provision of its matching 
$5.0 million contribution. 

Performance under the eIP, especially during the first year, 
was spotty, partly because of a disagreement on the convers:on 
rate between CIP dollars and local currency generations. By 
June 1989, six months after the opening of the Letter of 
Commitment, A.I.D. had concurred in import applications 
amounting to approximately $2.0 million. At that point, the 
COU opened a new foreign exchange allocation mechanism, usi~g 
an exchange rate of USh 400 per dollar, compared to the USh 200 
per dollar official exchange rate at which the A.I.D. CIP was 
generating local currency. A.I.O. asked that eIP generations 
occur at the more depreciated rate, but the GOU refused. 
Ultimately, the CIP process was in hiatus until ~arch 1990, at 
which point the official exchange rate had been depreciated to 
the point that it nearly coincided with the rate in the 
aforementioned GOU allocation mechanism, thereby removing the 
disagreement between A.I.O. and the GOU. 

As of August 1990, the BOU (Bank of Uganda, the central bank) 
has received $16.6 million in applications, of which it has 
approved $15.0 million for A.I.D. 's CIP. Of these, the ~ission 
has concurred with a subset totalling $7.3 million, or 96 
percent of the first tranche funds. A smaller subset of these, 
approximately $3.1 million, have resulted in opened and 
confirmed Letters of Credit. USAIO/Uganda anticipates the CIP 
funds (USAIO and COU) will be depleted prior to the end of 
~arch 1991, assuming the GOU adds its $5.0 million by October 
1990. 

At the outset of the program three choices were offered in 
terms of local cover payment. They were revised in June 1990, 
to permit importers under the eIP to make local currency 
counterpart payments according to the following three options. 
First, 100 percent of the cash cover could be provided prior to 
opening the Lie. As a second alternative, 50 percent of the 
cash cover could be deposited prior to opening the Llc, with 
the balance payable within 180 days, at 3.5 percent interest 
per month on the unpaid balance. The third option 1s for a 35 
percent cash cover deposit, with the balance payable within 120 
days, at an interest rate of 3 percent per month on the unpaid 
balance. Apparently, the vast majority of applicants have 
opted for the option involving the least up-front deposit. 

According to information available in USAID, over 60 percent 
(in value terms) of the applications A.I.D. has approved have 
been for the importation of gunny and other bags. There is 
clearly a strong demand for. imported bags in Uganda and, 
although one can not of course state that the bags imported 
under this program were in direct support of export activities, 
anecdotal evidence suggests that bags for the export of 
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~aize and other commodities were indeed in short supply this 
year. ~~e second largest category of im~orts among the 
A.=.J.-appc~ved applications (15 percent) ~as for fishnets and 
boa~ engines fat individual Lake Victotia Eisher~en. Traders 
report a significant expansion of fishing and processing 
ac:ivity. The bulk (15 percent) of the remainder of the 
approved applications was for agricultural production inputs, 
but there is no evidence that these indeed went as inputs to 
export activity. At the same time, it is understood that suc~ 

inpJts are fungijle between activities relating to exports and 
domestic sales. ~he important point is to ensure that 
export-related activities are not hamstrung by lack of access 
to necessary imported inputs. 

3. Technical Assistance 

~he ?AAD for ANEPP I described and justified the proviSion of 
project assistance funding to establish and support an Sconomic 
policy AnalYSis and Development anit within the ~inistry of 
?lanning and Economic Development (EPADO). EPAOO, with its 
technical assistance funded by A.I.D. and other costs met by 
A~EPP CI? proceeds, was to serve three functions: carry out 
policy analysis for the GOO, carry out export promotion 
ac:ivities, and assist in the monitoring of ANEPP r impact. 
The following comments on achievements under this technical 
assistance component are brief, inasmuch as a follow-on to this 
assistance has already been authorized in a separate document 
prior to the preparation of this ANEPP II ?AAD Supplement. 

The A.I.D. evaluation team report for ANEPP I (see Annex 8) 
contains an assessment of EPADO, and a more detailed appendix 
to that report describes EPADO's activities through August 
1990. EPAOa has prepared a preliminary export strategy for 
Uganda, and this strategy has been reviewed at the highest 
levels of government. Initially, EPADO and its technical 
assistance personnel focused on policy analysis. Only recently 
has EPADO begun to turn its attention (and technical assistance 
resources) to export promotion activities. Onder the technical 
assistance contract, external advisory services in this aspec~ 
of EPADO's mandate also have only recently arrived in aganda. 
Finally, as to the ANEPP ! monitoring aspect of E?ADU's work, 
the evaluation team found that this has lagged behind the 
Unit's. establishment by approximately eight months. 

B. Impact of ANEPP I on Intended Beneficiaries 

The impact analysis that was the primary focus of the recent 
ANEP? I evaluation (see Annex B) discussed (a) macroeconomic 
i~pact, (b) impact on nontradi~ional exports, and (c) impact on 
key economic actors. The following is a summary of the 
evalJation findings: 
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1. Macroeconomic Impact 

The eyal~~tion notes that in each of the past two years the 
Ogandan ec~nomy has grown at a rate exceeding six peccent, and 
that inflation appears to have been sharply reduced from oyer 
200 peccent in 1983 to less than 30 percent in 1990. ~he 
evaluation points out A.I.D. 's program was a majoc sti~ulJS foe 
that improvement. 

2. Impact on Nontraditional Exports 

The AFR/P?C impact evaluation on ANEPP I was unable to find 
definitive answers to the question of what impact this ?rogra~ 
has had in the nontraditional export sector. In particular, 
customs data on nontraditional exports are inadequate. I: is 
estimated that 70 percent of all exports pass through either 
Entebbe (Eor air freight out of the region) or Ka~pala. 

According to official statistics, nontraditional exports at 
these two customs points were valued at $5.5 million dollars in 
1988, $8.5 million in 1989, and $5.8 million for the first six 
months of 1990. Annualized, these data imply a doubling of 
nontraditional exports in two years, albeit from a very low 
base. I~? estimates show an even more marked increase, from $6 
million in 1988/89 to $19.0 million in 1989/90, a 200 percent 
increase in just one year. The IMP attributes the large 
increase to the suspension of foreign exchange surrender 
requirements. 

The IMF estimates are consistent with the customs data. On the 
other hand, both sets of numbers may understate the volume of 
non-coffee exports. For example, during the first 21 months of 
the 1988/89 - 1989/90 period, export licenses in an amount of 
$88 million were granted by the GOO. An unverifiable amount of 
such licenses may have been taken out for speculati~e pur?oses, 
especially since the license fee was low (0.25 percent of the 
value of the license), and was only payable upon actual export 
of the commodities. The impact evaluation team estimates that 
one-half of the export licenses were actually used. An 
evaluation team sample of eighteen established firms determined 
that these exporters used approximately 70 percent of the 
licenses they took out. 

Complicating the quest for sound data on growth of non-coffee 
exports is the problem of illegal exports in the period 
preceding the liberalization. A certain portion of the 
statistical growth of exports may have occurred as exports that 
were in previous periods illegal (and therefore not included in 
the data) began to flow through official channels. It is 
important to begin to verify from this point on what is 
happening to non-coffee exports. 
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T~ree facts stand out: 

(1) the grJwth rate of nontraditional exports has bee~ 

high, perhaps exceeding 40 percent per year, albeit from a 
low base; 

(2) the diversity of these exports is veri broad, both i~ 

terms of commodities (hides and skins, tea, fish and fish 
products, ginger, maize, beans, sesame, horticult~ral 

products, etc.), and destination (regional markets, :::'e 
Middle East and Europe); and 

(3) all exporters indicate that only the tip of t:'e 
iceberg is now visible, and that the growth rate ~ill 
continue to be very high. 

The following examples from the evaluation team's surv~~ are 
illustrative: 

One grower has negotiated new contracts for exporting 
raw sugar cane to the Netherlands; 

The same grower, who exported 2.S metric tons of 
ginger to Europe between December, 1989 and :une, 
1990, plans to export 24 metric tons to Abu Jabai i~ 

Augus~ 1990 (incidently, they received technical 
assistance from Abu Dabai in ginger processi~g and 
drying) • 

Another exporter has just built a fish processi~g 
plant which will begin operation in August 1990. 
They are also exploring the possibility of i~porting 

flower seeds from Hawaii for exporting cut flowers to 
europe in 1991. 

Another exporter spoke of Canadian buyers contacting 
Ugandan exporters with an offer to negotiate a five 
year contract for sesame whereby Uganda would supply 
12,000 metric tons of sesame a year. At $7 per kg, 
this contract would be worth $84 million per year. 

Another interviewer spoke of Greek interest in smoked 
and fresh Ugandan fish. 

Another fish producer is test-marketing its smoked 
tilapia in Paris and London (Marks and Spencer), and 
attempting to refine its product on the basis of 
consumer response {too salty, too smokey, etc.}. 
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The leather processing firm i~:icated t~at inte"e3: 
is being expressed in the prodJcts by buyers f:o~ 

Greece and Italy (~ho are also now purchasing t~e 

experimental fish leather). 

7he point to be made here is that the nontradl:ional expo:: 
sector in Uganda is de~onstrating that it is becoming the 
1ynamic engine of growth that A.l.C. believed it would be ~~e~ 

this program was begun. This strategy is now t~e centec?ie:e 
of the Government's development plan, and with conti~~ed ca:e 
and nurturing can lead to a major turn-around in Uganda's 
fortunes. Thece's every reason to believe, that nontradi:iona: 
exports can grow as a percent of total export earnings by ~? :~ 

5 percent pee year. Assuming coffee resources cemain staole :y 
1995 nontraditional exports should represent 25 percent of :~e 

'lalJe of total exports. 

3. Imoact on Kev Economic Actors 

As of the moment there is no quantifiable data on the econo~ic 
~enefits of this program on specific actors in the system. 
current estimates are based on a series of key interviews. 
3ased on this data base the following generalizations seem 
defensi~le: 

(1) Exporters. Exporters were clear beneficiaries. Many of 
them have expanded their activities because profits were to :e 
made. some have been willing and able to make ~ajor new 
investments (in processing plants, transport equipment, 
technology development, marketing, etc.) All the above 
indicates exporters are likely to do veey well under the ne~ 

regime. 

(2) Importers. Importers of CIP commodities have profited by 
buying inputs at official exchange rates and selling 
commodities at parallel rates. Most CI? inputs (the exception 
being fishing nets and marine engines) aocear to have been ~sed 
for marketing rather than for production. 

(3) Producers. It is difficult to dete~mine the degree to 
which producers have benefited. Most producers a~e 

smallholders (pastoralist producers of hides and skins, 
fishermen, producers of traditional commodities such as maize, 
beans and sesame, and outgrowers of horticultural crops). 
~here are, however, several more commercial ventures (tea 
~lan~a~ions). Many hor~icultural crops (ginger, pineapple, 
vegetables, etc.) combine commercial far~s with outgrowee 
schemes. 
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c~"tainly, if smallholder produce were not exported it would 
~ave increased supply on domestic market3 and depressed 
p:ices. Current market information does not enable 
determina:ion of the effect of export ou:lets on domestic 
prices. ~or example, data are unavailable on the premium 
export pineapples receive over pineapples for the local 
~arkets. There are indications, however, that there are many 
export commodity markets which are quite competitive. 
~evertheless, the gap between export price ($7,000 a ton for 
sesame) and farm gate price ($700 a ton) can be quite large. 

(j) Traders and Employees. Other participants in the expor: 
trade include middlemen, plantation workers, and employees of 
exporters and producers (drivers, graders, packers, workers in 
p:ocessing plants, etc.). The numbers of these beneficiaries 
and the difference between the wages they earn in these 
occupations as opposed to their next best job opportunity is 
unknown. 

(e) Consumers. Consumers as a group were substantial 
beneficiaries of this program. Since at present the actual 
total value of nontraditional exports is unknown, the volume of 
i~ports can not be determined. However, most exporters 
inter~iewed suggested that the bulk of the imports through the 
dual-license system consisted of consumer goods both for the 
low income consumer (batteries, used clothing, pots and pans) 
and high income consumer (vacuum cleaners, lawn mowers, and 
cosmetics) • 

C. Lessons Learned from ANEPP I 

The draft of the recent impact evaluation available to 
USAID/Uganda was complete, with the exception of the section 
entitled -Lessons Learned.- The Mission has reviewed the 
evaluation report, as well as our own experiences with ANEPP I, 
to derive -lessons learned- that affect this PAAD Supplement. 

~irst, it is clear that adequate, active impact monitoring and 
evaluation are critical not only to ensuring that a prog~am 
meets its purposes, but also that impact analysis is an 
important aspect of discussing alternative reform scenarios 
during our policy dialogue with a government. We have 
therefore included as a covenant to the program Agreement 
amenpment that the GOU establish and mai~tain a baseline data 
collection system under ePADO. 

A second lesson from ANEP~ I is that prooram management must be 
coordinated, despite the somewhat heterogeneous elements of a 
program such as ANEPP. ~or example, policy dialogue under 
A~EPP I has usually occu~red between the Mission and the GOO at 
a fairly exalted level, as should be the case. On the other 
hand, the CIP component requires, to some extent, a different 

• 



- 13 -

sat oE skills Ecom the policy dialogue. T~e manage~en: of :~e 

E?ADU proJect ~o~ponent probably requires yet anot~e= set 0: 
s~ills. JSA:J is planning, under this amendment to A~~??, t~a: 

overall responsibility for ANZPP II be assigned to a Single 
oEficer, Nho will coordinate and be knowledgeable about all the 
activities unde= the program. Although this approach ~lll 

still probably entail some delegation oE management aut~orltYI 

primacy cesponsioility will still reside with that mana;er. 

The thicd lesson is that success in the dialogue eEEoct depenjs 
on vecy close working relationships between the ~ission and ~~! 

individuals in tne GOU. This capport, now that it has oeen 
developed, will ~e nurtured and enhanced by the MiSsion over 
the continued coucse of ANEPP. 
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II!. CONSTRAINTS :0 DEV!~OPING NONTRADIT!O~~L EXPORTS 

ArD/~ashi~gton's recent i~pact evalJation of the AN!P? has 
iden:ified a number of constraints still facing the private 
sec:or in its attempts to increase productiJn and marketing of 
nontraditional exports. Similar descriptio~s of constraints 
tha: continue to inhi~it nontraditional export development a~~ 

con:ained in a Goa policy paper entitled ·?~eliminary Expor: 
Strategy for Nontraditional Export Commodi:i~s,· produced by 
the AIJ-supported Export Promotion and Development Unit 
(!PAJUl. These constraints appear to fall into four general 
categories. ~irst, one can identify additional policy and 
rea~latorv constraints, such as the still-overvalued exchange 
rate. Second, one can identify infrastructJre constrain:3, 
suc~ as poor road systems. Third, one can identify financial 
cons:raints, such as the nascent state of development of 
fina~cial intermediation in Uganda. ~inally, one can identify 
marketing and information constraints, such as the inexperience 
of ~gandan traders with quality requirements in external 
markets. 

A. Policy and Regulatorv Constraints 

The ~ajor policy constrai~ts that affect the willingness of 
producers to produce for export, or traders to engage in expor: 
acti~ity are policies that directly affect the prices faCing 
individuals involved in exports. Key among these constraints 
are the price of foreign exchange and various taxes and duties 
assessed by the Government on exports themselves and on 
imported inputs to the production and marketing of exports. 
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1. Exchanqe Rate Policy 

In t~e case of t~e p~ice of fo~eign exchange, diffe~ent actor3 
in the economy still face different prices. (See Annex J fJr ~ 

discussion of Uganda's fo~eign exchange allocation and p'ici~g 
system.) Over t~e past two years, the GOO has significantly 
liberalized the foreign exchange regime. !n response to 
USA:J's policy dialogue, the GOa in 1988 introduced a dual 
license system to per~it exporters of selected nontradi:iona~ 
exports to import goods equivalent in value to their fo~~ign 

exchange ea~nings realized th~ough exports of nont~aditional 
agricultural products. Although this app~oach had merit, in 
that it rep~esented a tacit recognition by the GOU that the 
exchange rate matte~s to exporte~s and in that it permitted 
ex?orters to sell any imports at the Uganda shilling parallel 
market equivalent of their export earnings, the system was 
perceived as cumbersome by most exporters. This export 
retention scheme was b~oadened in March 1989 to include all 
nont~aditional exports (i.e., export crops other than coffee), 
but the options for use of retentions fo~ either impo~ts by the 
same expo~ters o~ sale of foreign exchange to the GOU at the 
official exchange ~ate still made the ~etention scheme less 
than optimal. 

!n June 1990, the GOU took a major step in liberalizing the 
fo~eign exchange regime by legalizing the parallel ~ate 

p~evailing. It became legal for licensed vendo~s to buy and 
sell foreign exchange at market-clearing rates, thereby 
permitting exporters to sell their foreign exchange to these 
vendors, at an exchange rate that was market-determined, ~ather 

than forcing them to realize the incentive effects by 
conducting import operations themselves. 

At this stage, there should be few, if any, foreign 
exchange-related price impediments to producing or marketing 
nontraditional exports, other than the indirect disincentives 
noted in the following paragraph. A nontraditional expo~te~ 
can immediately convert his foreign exchange earnings to local 
currency at a market-determined exchange rate. Producers (or 
processors) of exports can freely obtain foreign exchange for 
requisite imports at the same, market-determined rate. Thus 
nontraditional exporters (and p~oducers) obtain a "real" return 
on their activities and can make production and marketing 
decisions on this basiS. 

At the same time, however, the subsidy provided to Ugandan 
manufacturers producing for domestic markets is significant, 
and serves to skew incentives unduly in favor of these 
manufacturers. This subsidy is provided by the GOO through the 
OGL (open general license) and SIP (special import program) 
schemes, whe~eunder qualified impo~ters can import production 
inputs at the overval~ed official exchange rate. (See Annex J 
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discussion of -qualified i~po=ters· Jnder the S!?) In the 
C3se of the OG~, such imports are confined to a speciEi= list 
of ?coducts and t~ a specific list of manufactur~cs. I~ the 
case of the current SIP mechanism that is i~ focce, impocts ac~ 

mor~ ·open" and "general" than the OG~ in terms of comm~di:ie3 
and eligible importers, but t~e amounts of foreign exchange 
3~ailable are meagre and the pricing of this foreign exchange 
at the official rate results in an allocation system that does 
not reflect market forces and efficiency. 

While exporters do use import~d inputs in production and 
marketing, they almost assuredly have a lower ratio of i~ported 

inputs to gross value of production than do many domestic 
pcoducer3, particularly in th~ manJEacturing industry. 7he 
continuation of a foreign exchange regime which provides two 
9cices (the official and parallel rates) and uncertain a=cess 
(see Annex D) results in excessive protection for domestic 
industries and a continued, albeit much reduced, bias in favor 
of import-competing production and non-tradables vis-a-~is 
exportables. 

MoreOVer, the existing exchange regime imposes heavy implicit 
taxes on the coffee sector. 7he promotion of non-traditional 
exports should not be seen as development of an alternative to 
coffee, but as a complement to the coffee sector. The coffee 
industry is in substantial decline, not only because of the 
wocld coffee market, but also because of a history of heavy 
implicit and explicit taxation. ~armers currently neglect 
husoandry, cut down existing trees, and fail to plant new ones, 
SOlely because of the wedge between external and domestic 
prices. It is imper~tive that the government quickly move to 
bring coffee on to the same exchange regime as non-traditional 
eX90cts. If non-traditional exports grow at 25 percent per 
year, while coffee declines at 5 to 10 percent, the net results 
for the economy will be negative. 

For both these reasons (the continuing bias to domestic 
industries and the heavy disincentive to coffee) it is vitally 
important that the GOO move to a market-clearing exchange rate 
and all import licensing be eliminated. Movement toward a 
market-clearing rate for the official exchange rate will be 
part of the conditionality of ANEPP II. 

2. Trade Licensing Procedures 

During the course of the improvements in exchange rate policy 
over the past two years, one of the constraints to the 
achievement of immediate impact from such liberalization was 
the complex process for obtaining licenses to engage in 
external trade, on both the export and import sides. The 
delays inherent in licensing procedures were muc~ less 
problematic prior to exchange rate policy liberalization, 
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because most trade transactions outside the official syste~ 
were carried out illegally anyway. As noted elsewhere in t~is 

?AAD Su~plement, a recent assessment of the ex~ort licensing 
process revealed that 25 approvals and 13 fees were req~i:ed t~ 

obtain an export license. 

In August 1990, the Ministry of Commerce established ne~ 

procedures on external trade licensing. Exporters will be able 
to apply to a ·one-stop shop· in the Ministry of Commerce fJr 
an export license, good for six months, upon presentati~n 0: an 
application for~ containing information on his firm, on 
products to be ex~orted, and on probable markets for those 
products. Prospective importers will have to present the same 
documentation to obtain a six-month import license, and in 
addition produce evidence that the previous year's taxes are 
paid up, as well as holding a valid trading license, bUsiness 
registration, and quotations from probable suppliers. ~o 

facilitate small-scale border trade, new regulations are soon 
to be published to enable small (less than $5,000) transactions 
to occur with a minimum of procedures. The new export 
licensing system is to take effect from September 1990, while 
the import licensing system will be ~laced into effect later in 
1 9 9 0 • 

While the Government of Uganda has gone a long way in 
streamlining its export licensing procedures, implementation 
has been spotty. What is needed is a simple, one-stop 
mechanism for providing licenses and an efficient process for 
measuring and monitoring actual exports. Interviewers suggest 
substantial improvements in procedures, but transactions costs 
are still too high. Progress on implementation of streamlined 
export procedures is also a conditionality of ANEP~ II. 

3. Petroleum Pricing Policy 

Government pricing policies for petroleum products have 
resulted in inefficient use of petroleum products, both 
compared with other production inputs and among petroleum 
products themselves. A large implicit subsidy to the ~se of 
petroleum exists in that pricing is based on the overval~ed 
official exchange rate. Although the GOO has apparently been 
able to satisfy demand at this excessively low price in the 
past, shortages are likely to occur in the near future simply 
because the GOU's foreign exchange position cannot finance 
sufficient supplies at the now much higher world price. 

Although there is little that the GOU's domestic pricing policy 
on petroleum products can do to alter supply, given the 
dependence on Oganda's severely oVerstrained access to foreign 
exchange resources, Ugandan policy makers must give serious 
consideration to altering both the magnitude and the structure 
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of domestic demand for petroleum products through pricing 
policy reform. :here appears to be govern~ent resistance to 
allowi~g the do~~stic price to move high enough to reflect the 
opportunity cost of foreign exchange. Indeed, there is 
evidence that a portion of the assessed duties on petroleu~ 

products are rebated to oil i~porters when CI~ Uganda prices 
increase, in an attempt to protect the consumer. Such meaSJ:es 
not only hurt the government's revenUe position, but also 
fJrther encourage inefficient use of petroleum products. 

Should the GOU be unable to make sufficient foreijn exchange 
available to the petroleum companies to purchase petroleum at 
the current world market prices, petroleum impor~s could fall 
by 40 percent. :he resulting impact on the transportation of 
goods could be severe. A disruption of this magnitude at a 
time when exporters are just beginning to get a foothold in 
European and Middle Eastern markets could be devastating and 
have a long-term detri~ental effects on the development of 
nontraditional ex~ort ~arkets. The effect will be particularly 
severe for markets that require an assured supply of reliaole 
deliveries. 

Therefore, it is essential that the Government move to 
rationalize petroleum importing and pricing policy. Currently, 
the GOU sets petroleum prices for petrol (gasoline), kerosene, 
and diesel fuels. Prices are set to cover costs for petroleum 
imports valued at the official exchange rate, transport costs, 
other operating costs for the petroleum companies, a margin 
over costs and a duty. If a devaluation of the official 
exchange rate or an increase in the world prices results in an 
increased cost to the oil companies, the duty is reduced 
through a rebate system to accommodate the changes and 
compensate the oil companies. Thus, the shilling value of the 
levied duty may vary considerably from the authorized rates, 
revenue collections will fluctuate, and prices may not reflect 
these cost changes. 

The increase of the retail price for petroleum products may 
have an impact on the inflation rate as calculated in the 
Consumer Price Index (CPI), however, the magnitude of the 
impact may be far less than is sometimes suggested. The CPI 
for Kampala indicates that fuel and power represent 7.3 percent 
of the consumption bundle and transport costs represent 5.9 
percent. Since power is supplied by hydro, it will not be 
directly affected by petroleum price increases. Therefore, t~e 

components of CPI that are directly related to petroleum range 
around 10 percent of the CPI. Additionally, there may be 
second-round effects as petroleum prices lead to increased 
costs for transport of other goods, however, since transport 
costs are only a small portion of total costs the effects will 
tend to be small. 
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Based on this estimate, a SO percent i~cre~ses in ?et=~leJ~ 
prices could produce an increase in ~he C?: of 5 percen:. :~e 

June figures for the C?! shows the inflation rate E:Jn ;J~e 
1989 to June 1990 was 25.6 percent. :~ has declined fro~ l5~.2 
percent in 1388 and stood at 72.4 percent as recently ~s :lis 
January. F~rther declines have been forecasted and prior :~ 

~etroleum price increases, it was proJected that i: wo~lj fal: 
to 15 percent in the next year. 

combining these estimates, if the retail price of petro:eJ~ 
products is raised by SO percent, the first-round i~pac: ~oJld 

raise the race of inflation by 5 percent. This inccease ~oulj 
produce an inflation rate under 30 percent which cOlld t~en 

decline over the next year to 20 percent. 

To encourage efficient use of resources, prices foe petroleum 
products must reflect the actual costs of imported ?etroleu~. 
Additionally, there is the problem of the implicit subsidy due 
to importation at the overvalued official rate. ~inally, the 
conversion from petrol to diesel is important for conservation, 
partic~larly where imported petroleum products use JP scar:~ 

foreign exchange. The GOa already has a poli:y to apply a 
higher duty to petrol than diesel fuel. Consideration ShoJ:j 
be given to increasing the differential in the duties to o::er 
further price incentives for conversion. 

The conditionality and covenants set Earth in A~EPP ~! will 
require that the GOa rationalize the pricing system for 
petroleum products. This rationalization will inclJde regular 
periodic reviews of the retail price of petroleum products to 
ensure that they reflect the actual costs of imported oil at no 
less than the official exchange rate. Additionally, 
conditionality regarding moving the official exchange rate 
toward a market-clearing rate will effectively reduce the 
i~plicit subsidy for petroleum. 

4. GOU Revenue Measures 

Another potential policy constraint lies in duties and taxes 
that directly or indirectly affect nontraditional exports. 
Removal of these constraints are complicated by the Eact Chat 
government revenues are already a very low share of GOP, and 
there is a need to raise this share, while ensuring that 
revenue measures do not discourage exports. The GOO with the 
assistance of the IMF is making an effort to rationalize tax 
collection. 
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Preliminary reforms are already under~ay. In his budget sgeec~ 

of June 1990, the ~inister of ?inance proposed a scheme for ~~e 

ref~nd of sales tax and excise duties paid on imported input3 
used in the production of manJfactured exports. A similar 
scheme for nontraditional agricultural ex?ort-related i~put3 i3 
a necessary next step. 

5. Uganda's Investment Code 

The GOU is currently drafting a new invest~ent code, t~ cla~::l 
r~les and regulations governing domestic and foreign in~est~en: 

and replace the Foreign Investments (Protection) Act of 1964 
and the Foreign Investment Decree of 1977. The transparency 
and credibility of an investment code is not only of use to 
Ugandans considering initial or expanded investment in the 
country, but is also critical to the decisions of potential 
foreign investors. The publication of a sound, clearly defined 
and transparent investment code is, of course, only the Eir3t 
step in the process of encouraging investment. Key to any of 
these actions ~ill be the maintenance of a stable political 
economic environment and a positive investment climate. In 
addition, the best-framed investment code must be followed by 
government actions and statements that adhere to the content of 
the code. 

The GOO is currently (i.e" in August 1990) sharing the draf~ 
code with interested parties, including donor agencies, to 
ensure that on its publication the code truly reflects 
government's policy intentions with respect to investment and 
achieves the incentive effect which it desires. OSAI~ expects 
to continue playa major role in the code's review. 

B. Infrastructure Constraints 

Analyses by EPADU, the impact evaluation team and USAID all 
indicate that as policy const~aints (exchange ~ates, licensing 
procedures, etc.) are eased infrastructural constraints 
inc:ease in significance. The major infrastructu~al constraint 
to nontraditional agricultu~al expo~t (NTAE) growth in Oganda 
derives from the absence or deterio~ation of transportation and 
marketing infrastructure. 

The conditions of Uganda's road system deteriorated 
substantially during the 1970s and early 1980s due to 
mismanagement and civil strife. Roads are severely eroded and 
approximately 25 percent are impassable in the rainy seasons. 
There are over 20,300 km of rural feeder roads and over 60 
percent need rehabilitation. After this massive rehabilitation 
effort, an additional 10 percent will need to be rehabilitated 
on an annual basis and on-going maintenance will be required. 
The GOO has designed a strategy for rehabilitation and 
maintenance of rural feeder roads, however, constraints to 
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fi~ancing aee consideeable. On aveeage eehabili~ation costs 
are $16,OOO/km. and total peogeam costs ~o~ld be $147 millio~. 
~~e GOU is committed to financing 100 per:ent of annual costs 
by the end of the 5 yeae peeiod but has requested donor suppa:: 
foe 80 ~e":ent of costs in the first year and a di~i~ishing 
peccentage of the total dosts theeeafter. 

The rehabilitation program for Uganda's rural feeder roads 
of:ers laege economic retuens foe the agricultueal sectoe. 
Road access to ueban maekets is expected to lead to increases 
i~ cultivaced aeea, improvements in ceop yields and 
diveesification into nonteaditional crops. A feasibility s:~d! 

on r~eal feeder roads estimated that the potential benefits fa: 
the progea~ for rehabilitation of rural feedee eoads could add 
Us~. 33 billion in value added to the agricultural sector, a 14 
pe::ent increase in G~? of this sectoe. 

Rolling stock does not appear to be a seeious problem, although 
some eefrigeeated or otherwise specialized transport may be 
required. 

Inadequate access and high tariff structures for ireegular, low 
vJl~me shipments remain significant stumcling blocks for many 
exportees, and potential exporters, of high-value fresh 
produce, fish and ornamentals. The shortage of flights oe 
t~eir indicect routings to Europe and the Middle-~ast, is 
compounded by the inadequacy of handling facilities at the 
aicport. Additional competition among air carriers and 
expanding export volumes will help to bring costs down and 
improve service. USAID has received reports confirming that 
British Airways, Air France and a German air cargo firm are all 
planning to introduce service between Europe and Entebbe in 
1991. 

Airport facilities for handling cargo have deteriorated and are 
inadequate to meet present needs much less accommodate future 
growth. The African Development Bank is reviewing a GOO 
request for the rehabilitation/expansion of the airport. The 
S?anish Government has offered to provide financing for the 
development of private cold storage facilities in Entebbe. 

presently, there are inadequate facilities for collecting, 
storing, transporting, grading and packing and ex?orting fresh 
and/or processed fish, horticultural products and ornamentals. 
Outside of a few parastatals, very limited facilities exist in 
the country. 

OSAID anticipates that as the volume of NTAEs handled by 
ex?orters expands they will need and demand better pUblic 
infrastructure (improved roads, reliable electrical power and 
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tel~communications, etc.) and seek private invest~ent in 
~~:ke~ing inf:asteucture (handling and processing facilities). 
r~itially, due to the relatively low peod~ction base, it 
appears that i~vestors will establish si~?le facilities for 
collecting, s~oring, grading and packing ?rod~ce foe ex?o:t at 
sites convenient to the production area. As t~e vol~me of 
t:aded goods expands, exporters and others in t~e mar~eti~g 

chain will undoubtedly monitor the demand and evaluate the need 
to expand facilities and/or increase their level of 
sophistication. 

~~e Mission is committed to active private sector leadership ~n 

developing market infrastructure plans. 7hose ~hose livelihood 
and profits are at stake allocate resources more efficiently 
t~an those removed from risk/rewards. 

As Jgandan exporters prove their capacity to supply q~ality 
p:oducts relia~ly, the demand for exports will increase. At 
this point ex?orters and others will want to invest in 
ma:keting infrastructure and we expect that access to capital 
may, in reality, become the constraint. With 8PADU's 
encouragement, aSAID has already proposed, and A!D/Was~ington 
has approved, a fourth alternative payment procedure (3 year 
c:edit) for t~e ANEPP C!? In addition, ~?ADU and aSAID ~ill 

continue to monitor this constraint and, if the credit is no~ 

sufficient to ameliorate it, USAID may consider jointly 
programming some of the local currency generations into some 
sort of a credit fund for the private construction of essenti~l 
market infrastructure. If through our monitoring the lack of 
technical knowledge or managerial capacity emerges as a 
constraint, these can be addressed through the complementary 
technical assistance project. 

C. Financial Intermediation as a Constraint 

Critical to all exporters, not only those with import 
requirements, is a banking system that provides medium-teem 
credit for working capital. At the same time, importers who 
are faced with long periods between orde:ing from suppliers and 
selling these imports also require credit. Finally, 
individuals who are importing capital equipment will generally 
require some form of term credit until this equipment produces 
sufficiently to cover amortization costs. Uganda's relatively 
underdeveloped financial system, compounded by the necessity to 
adhere to credit ceilings in pursuit of price stability, poses 
problems for exporters and importers alike. 
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Jganda is by no means a special case in t~is regard: poor 
Ei~ancial in:e:~e~iatio~ is pervasive t~roughout Africa. In 
addi:io~, tnis constrai~t to expo:: development does no: e~e=;e 

until ~o=e ~inding policy and regllatory constraints on t~e 

foreign exchange side are reduced, as t~ey recently have bee~ 

in Uganda. Unfortunately, financial system reform is generall! 
a complicated ~atter which cannot proceed at a rapid pace. :n 
the short term, the GOU may be able, wit~ dono: approval, to 
relax (oy extending) cash cover cequire~ents for impor:ers. 
7his co~rse must be carefully crafted, however, to ensure cha: 
subsequent-period spending of cash cover generations does not 
undermine price stability targets in subsequent periods. On 
the side of export credit for working capital reqUirements, in 
particu~ar, as well as on the side of import credit, Uganda's 
banking system must alter the way it does business. An 
"attitude" change is required such that bankers begin to look 
serious!! and carefully at prospective earning potential of 
borrowers, rather than solely at availaole collateral and at 
past experience with the borrower. This is, of course, not to 
say tha: these considerations are not important, but that they 
should not be ovecridi~g. 

Ac thi3 stage, ANEPP is in fact ~rovidi~g cred~: to impo"te"3 
by allo~ing them to delay full ~rovision of their cash cove: on 
ANE?p-f~nded CI? imports by u~ to 180 days (in the case of 
non-capital im~orts) and u~ to three years (in the case of 
capital im~orts). It will be important for ~?ADU to carry out 
an assessment of credit constraints to exporte"s having 
adequate working capital, and for SPADU to recommend to the GOa 
a remedial course of action if such credit constraints ace 
found to be serious. 
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D. Marke~ !nfor~ation Cons~raints 

Since uganda's non-coffee exports have become rela~i~el! 

insignlficant in recent years, it has lost mu=~ of i:3 ?:ev~J~s 
expertise in meeting t~e exacting demands of :~e export 
market. Farmers ~ishing to produce Eoe export are eX::3~el! 
naive about t~e tastes and standac~s of their foceign 
customers. ~x?orters ~ill assume part of the r~le of 
communicating market opportunities, tastes, etc. baCK :0 
producers. ~xpor~ers struggling to re-establish mar<e:~~g 
channels likew:se find their naivete about the marke:, ?:i:es, 
contractual terms etc. quite costly. 

This constrai~c ~ill be addressed through needs analjsis ~J 

confirm i~for~ational requirements of the various ac:~rs 

i~volved i~ t~e export of NTAEs. ~PADU will not have :0 do a 
great deal of original market analysis, but may mere~l iden:i:! 
the appropriate subscription services relative to t~e needs of 
its clients. ~ith technical assistance provided under the 
companion project, EPADU can initiate the development and 
dissemination of market information. 

E. Current Proacams for AddreSSing Constraints 

To put the foregoing into perspective, one must remember tha: a 
scant 5 percent of Uganda's merchandise exports are 
nontraditional, and that even sustained, rapid expansion of 
that export subset will only have a small impact on the balance 
of payments in the medium term. On the other hand, given t~e 

current sitUation in the world coffee market and given t~e 

desiraoility of export portfolio diversification, 
nontraditional exports are critical to Uganda's future. 
Furthermore, the focegoing litany of constrai~ts to Uganda's 
sustained expansion of nontraditional exports suggests that 
there are many constraints which may profitably be addressed. 

Within this listing of constraints, we have tried to give some 
flavoc of the celative importance of the various types of 
constraints. The policy/regulatory constraints have been among 
the first with which the GOU has dealt, and in addition these 
constraints act on othec elements of the macroeconomy. ~hus, 

given stabilization goals of the GOU, and given the 
conventional development wisdom that stabilization should 
precede struct~ral adjustment, this early attention was 
appropriate. As noted in the earlier discussion, the GOU has 
made inroads against several constraints, but much more remains 
to be done in this regard, and this continues to be a GOa 
priority, with the assistance and advice of the multi laterals 
and A.I.D. 
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As to financial inter~edia:io~ constrai~ts, ~e have noted t~at 

they are beginning to beco~e oinding as the policy :=a~ewor~ 
i~proves. Dealing ~ith these constraints will requi~e a 
comoination of technical assistance, dialogue, and oan<ing 
syste~ confidence in t~e economic stability ~: Jganda. 
Although the~e is undoubtedly a valid object:on to ~=eacing 
myriad credit ~rogramswithin one count~y (si~ila~ to the 
objection to the coexistence of myriad foreig~ exchange 
allocation schemes), one approach to improving financial 
intermediation is to provide specific credit ?~ogra~s of 
various types. If these are carefully conceived, they can 
se~7e a demonstration effect as the larger ban~ing syste~ 

begins to develop expanded services. :t is intended tna: ~?AJ~ 

will carry out an examination of these constraints. 

~he Goa has paid a good deal of attention to certain aspects of 
inf:ast:uct~re constraints over the past two years, especiallj 
on the transport infrastructure side. It will be i~portant Eor 
~ganda to catch up and stay ahead of transport reqlirements so 
that this does not become a binding constraint to 
nontraditional export development. The primary emphasiS of 
this legitimate public sector interest in imp~oving the 
transport system has been in the modern sector. Given the fact 
that the source of most nontraditional exports is likely to be 
the rural areas, the GOO should ensure that it does not ignore 
that aspect of the transport system. Indeed, local currency 
generations under ANE?P will be programmed, inter alia, :0 

support feeder road improvement efforts. 

~arket information constraints also need to be addressed. an 
the one hand, such actiVity will in the medium term logically 
be taken up by the private sector, if there is merit to the 
activity and if providers can effectively seek reimbursement 
Eor their efforts. However, in the immediate future there is a 
strong argument for the public sector to provide appropriate 
assistance in this regard. The problem with such public sector 
involvement is to guard carefully against providing anything 
but the most neutral infor~ation and anything but the most 
neutral dissemination of that information. Otherwise, there is 
a danger of introducing substantial inefficiency into the 
nontraditional export subsector. Efforts to deal With 
marketing and information constraints are still nascent in 
Uganda, and are a new focus of EPADU work using A.I.D. funding. 



- 26 -

. , . 
The elements of the AN!?? II program laid out in t~e p~eced~~; 

section lead con'leniently into a discussion of ho~ ANE?? :: 
~ill deal wit~ each of t~ese specifically. Components of ~~~?? 

I! ~ill include: (1) conditionality under the prog~am, 
inclJding conditions precedent to disburse~ent and covenants, 
to improve and consolidate the policy and regulatory 
en'lironment in which nontraditional exporters operate: (2) t~e 

provision of foreign exchange for petroleum imports, for o:~e= 

pti'late sector imports, and for debt service: (3) the i~di:ec: 

pro'lision of short- and medium-term credit by the Goa to e~a::~ 

importers to meet local currency cash cove: requirements to 
purchase foreign exchange: and (4) joint programming of t~at 

local currency by A.I.). and t~e GOU. 

A. !mcro'ling the Policy and Regulatorv !n'liron~e~: 

The constraints analysis suggested a number of areas t~at 

require further GOU efforts, even given significant impro'lement 
during the ANE?? I. period, if efficient production and 
mar~eting of nontraditional exports are to be encouraged. 7he 
following, outlines how various elements of the AN!?P :: 
program will assist Uganda in constraint amelioration. 
Exchange rate policy, the promulgation of an investment code, 
petroleum price policy, and progress on implementing trade 
reforms will be the subject of conditions precedent to 
disbursement. The implementation of improvements in the 
foreign trade regulatory system, 'larious other GOU actions, and 
regular GOU-USAID consultations wt:l be the subject of 
covenants under this program. 

1. Exchange Rate Policy 

Conditionality under this program will require that the Goa 
adhere to its agreements with the multilateral agencies on 
exchange rate policy, as expressed in various PF?s (policy 
framework papers). We believe that suitable exchange rate 
policy is critical to expansion of nontraditional exports, t~e 

focus of AN!PP II. US~I~/Uganda will be responsible fo= 
monitoring GOO progress both in preventing real effective 
appreciation of the official exchange rate, as well as in 
moving the official exchange rate in discrete steps suc~ that a 
market-clearing rate is attained by year-end 1991, per 
agreement in the PFP. 
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2. Uaanda's Investment Code 

A.I.D., as one of the donors with whom the Goa is di3C~SS~~; 
successive drafts of the investment code, will enco~:age tja: 
the code is in fact p:om~lgated ~ithin the next six ~onC~3 
acc::lrding to GOU t:llans', and that the code is satisfactory, 
especially as it impinges on decisions to invest in 
nontraditional ex~ort capacity. 

3. Petroleum ?~icing Polic? 

As discussed earlier in tje constraints section, do~estic 

prices contain a large i~?licit subsidy due to ~rocJrement Jf 
petroleum imports at the overvalued official exchange rate. 
Moreover, unless retail prices are adjusted regularly, tjej may 
not fully reflect the costs of imported petc::lleum anj 
devaluations that occur. ?inally, duties applied to petrol dnd 
diesel may not sufficiently encourage the conversion to diesel 
fuel. Policy changes in these areas will be the sujject of 
conditions precedent to disbursement and/or the covenants. 

4. Regulations Governing Foreign ~cade 

The GOU is clearly proceeding apace with a streamlining of t~e 

foreign trade licensing system, as witnessed by the Augus: 199J 
announcement by the Ministry of Commerce discussed aoove. 
Experience suggests, however, that imt:llementation of a 
streamlined system is mOre important than the announcement, and 
we should encourage the GOU to implement rapidly. A.I.~. 

should also be prepared to consider providing technical 
assistance to the implementation effort if that appears a 
critical need. In addition, to the extent possible, A.I.D. 
should present the Goa with credible arguments in favor of even 
greater streamlining and perhaps even removal of the licenSing 
requirements in future. A covenant under the program will deal 
with this policy aspect. 

5. Export Promotion Activities of EPADU 

As noted earlier, EPADU has been established and has focused 
its activities to date primarily on export policy analysis and 
recommendations. However, at this stage an active promotion of 
exports has begun to assume at least equal importance. A 
covenant under the program will require that the GOU provije 
evidence that EPADU is proceeding according to plan on its 
export promotion activities. 
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6. Monitoring, S7aluation, and Consultations 

In orjer to ens~~e t~at adequate justification for refo~~s is 
doc~~en:ed and to judge whether the progra~ i~pact on 
bene:iciaries in fact occurs, regular ~onitoring and 
evalJation, including the development of a baseline sU:7ey, a~o 

critical. A covenant will ensure that monitoring and 
eval~ation are carried out by the GOU, and that the Goa and 
USA:J meet no less frequently than bimonthly to discuss 
im91e~entation of the policy agenda affecting nontraditiona~ 
exports. 

3. ?rovisi~n of ~oreign Exchanae Resources 

Foreign exchange resources under ANE?? I were provided t~roug~ 

a c:? (co~modity import program) mechanism, in support of 
i~po:ts of inputs to production and marketing processes 
invol~ing exports of nontraditional products. According to 
Mission estimates, funds remaining under ANEPP I, including an 
addi:ional $5.0 million contribution to the CIP from the GOJ's 
own :oreign exchange resources, would carry the program into 
the t~ird quarter of ~Y 1991. ~hus, there appears to be no 
requirement at this stage that these resources be increased 
from ANEPP II funds. 

currently the GOa has other serious balance of payments 
problems requiring foreign exchange. First, recent increases 
in t~e international prices of petroleum products have added 
substantially to the CIF Uganda price of petroleum products. 
Second, slower-than-anticipated delivery of donor-pledged 
balance of payments support, coupled with lower-than-expected 
coffee prices have put a further squeeze on the balance of 
payments. Consequently, the foreign exchange made available 
undee ANEPP II will be pcovided as cash disbursements to 
support petroleum imports, private sectoc imports related to 
production and marketing of non-coffee exports, and official 
debt secvice. 

Funds under ANEP? II will be disbursed in three tranches into a 
separate interest bearing account in the name of Sank of Uganda 
in a commercial bank in the United States. The first, expected 
to be disbursed in October 1990 in an amount of $8.0 million, 
will be used by the GOU to finance imports of petroleum 
products. The second and third, in equal amounts of $6.0 
milliort, are to be disbursed in January and April 1991, and 
will be used for petroleum imports, private sector imports of 
export-related commodities, or debt service. aSAID/Uganda has 
not sought a waiver of Section 592(8)(1) of the FY 1990 
appropriations legislation, inasmuch as although there have 
been distinct improvements in the foreign exchange allocation 
syst~m in uganda over the past eighteen months, the allocation 
system is still heavily controlled. Consequently, the USAIJ 
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Controller will certify t~at dollar tracki~g mechanisms are 
adequate to safeguard funds provided under the cash 
disbursement mechanism employed for ANEP? rr. 

~ollowing the signing of this agreement and the GOU's 
presentation of eVidence that it has met the conditions 
precedent to the disbursement of the first tranche, USA!J Wi:: 
nocify the GOO that the conditionality has been met and req~es: 

disbursement from the U.S. Treasury. The U.S. Treasury ~ill 

t~ansfer the first $8.0 million tranche to the Federal 2e3e:~e 
Sank of New York with instructions to transfer it into a 
special account in the SOU's correspondent bank (Citiban~l. 

!his will be a special account with a single payor (:edera: 
Reserve Bank of New York) established for the sole purpose 0: 
receiving the $20.0 million authorized by this PAAD Suppleme~:. 

~or the first tranche, upon confirmation oE credit for the 
deposit at Citibank, the 30U will advise the petroleu~ 
co~panies and their commercial banks of the availability of ?X 
and confirm its reservation against outstanding, approved 9ro
formas. The commercial banks will then confirm to the 30U the 
availability of sufficient local cover, through the suomission 
oE :orm ·Eo, the 30U's FX application. The 80U will process 
the approved petroleum company(ies) 's application for i?X. ''';:;0:1 

notification from the 80U that the FX purchase has been 
effected, the commercial bank will open a Letter of credit 
( :. / C ) • 

Simultaneously the 90U reduces the commercial bank's account oy 
the Uganda Shilling equivalent (local cove:) of the foreign 
exchange (and the commercial bank reduces the petroleum 
company's account by the same amount) and deposits these 
shillings into a special (ANEPP) account established in t~e 

80a's Development Finance Department. 

The BOU will either provide importers with the special account 
number and authorize direct disbursement from the special 
account to the importers, upon presentation of an executed ~/C, 

or treat it as a routine commercial transaction completed 
bet~een the BOO and commercial banks following which BOU will 
replenish its commercial FX account from t~e special account 
subsequent to authorized drawdowns. 

BaSically, the same p~ocedures outlined above fo~ ~et~oleum 

proc~~ement will a~ply fo~ the second and third tranches. In 
addition, USAID will establish, th~ough an Implementation 
Lette~, criteria for the application of the available FX. This 
Implementation Letter will specify progran guidelines and make 
allowance for post-audit disallowances in the case of deviance 
from those guidelines. 
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:~e 30U ~ill document every withdrawal from the special acco~nt 

and track and advise aSAID on their move~ents t~rough to theic 
~i~al disbu:se~ent. ~SAID has reviewed the GOU proposed sys:em 
fJr disDursement of :~e first tranche and found it adequate. 
:~e system basically entails direct disbursements to the 
~rivate importers out of the special account to be esta~lis~ed 
a: 80U's correspondent bank in New Yock (Citibank). USAI~ 

ar.ticipates following similar procedures for the second and 
:nird tranches. These procedures will be defined more clearly 
in subsequent Im~lementation Letters. 

:~e Grant Agreement Amendment covering A~EPP II funds shall 
~covide the requisite assurances that to the extent possible 
t~e funds are used to purchase i~ports from the U.S. At 
present, given historical levels of acti~ity, it is anticipa:ed 
t~a: the level of ge~eral imports from the United States will 
not rapidly draw down grant dollar proceeds in the separate 
account. This may be especially true if, for reasons of 
efficiency of special account administration, smaller i~por: 

transactions are not financed from the separate account or if 
Gganda's petroleum requirements continue to be compelling. 
Dollar proceeds may also be used foe settlement of official 
Cganda Govern~ent debe owed to U.S. Government agencies or tJ 
~Jleilateeal financial institutions such as the World Bank, the 
:~?, or the African Development Bank. 

C. Joint Programming of Local Currency Generations 

following the aou's transfer of ~x to the commercial bank's 
account, the local currency proceeds of this sale will be 
deposited into a special account. USAID and the GOU will 
jJintly program the estimated Ush. 9.6 billion which will be 
generated by this transaction. (Not~ that pursuant to a waiver 
of A.I.D. exchange rate policy approved by the Acting AA/A~~ on 
July 16, 1990, local currency will be counter deposited at t~e 

official rather than the -highest rate not unlawful-, presently 
t~e ~arallel rate.) 

All importers utilizing this USAID CIP will be required to 
deposit into the special account (maintained by the Bank of 
~ganda) the shilling equivalent of the eIF (Kampala) dollar 
value of the items to be imported prior to the establishment of 
the L/C. The schedule of deposits is subject to agreement 
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be~~een USAID and the GOU. The Bank of Uganda will sub~i~ 

mon:~ly statements on the s~ecia1 account to USAIJ and the 
~i~istry of Planning and !conomic Development who will ~utual!! 
program the use of these local currency generations. 

A n~~ber oE GOU institutions and ~rograms central to 
tra~sforma:ion of the nontradi~ional exports sector are 
canjidate recipients of se~arate account local currency. Among 
ot~ers these may include feeder road rehabilitation and 
de~elopment, surface communications and telecommunications 
im~:ovements. With reference to the 1987 A.I.D. guidance on 
programming of local currency, the mission is considering 
programming local currency deposits for program budget suppa:: 
for GOU ministries, agencies, and programs in addition :0 

support of specific projects. As under the ANEPP I C:?, a 
portion of ~he local currency deposits will be designated fa: 
use as trust funds in support of the A.I.J. Mission in Jganda. 

P::Jr to final joint programming decisions on use oE local 
cu::encies, USA~D and the GOU will consider the following 
allocation criteria for candidate programs and ministries: 

EPAJU's requirement to support its policy analysis 
export promotion, market information dissemination, etc. 
activities. 

Evidence that such programs or activities have been 
designed in accordance with sound technical, financial, 
and environmental practices, that implementation and 
monitoring capabilities of the implementing entities are 
adequate, and the periodic audits of relevant activities 
will be undertaken. Those programs which require a 
minimum of A.I.D. monitoring by virtue of their soundness 
of deSign and management will be favored. 

It should be emphasized that in cases where local currency is 
used for GOU program budget and support, USAID does not 
anticipate tracing local currency funds to specific budgetary 
line items or end-uses since A.I.D. 's development goal in such 
a program would be a level of overall financial support to 
programs or institutions advancing nontraditional export sector 
development objectives. Indeed, depending on GOU budge: 
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allocation, accounting and cash management proced~res, separate 
account local currency funds might be commingled at the central 
:reas~ry :evel, under the Development ~und, or at the ~i~istri 
or pr03ra~ level. The key element in such releases from t~e 

separate account will be financial processes which assure 
:i~ell' ex?endable budgetary resources for target progra~s anc 
ministries. 

On at least an annual basis, the mission will review program 
performance to determine whether continued alloca:ions of 
separate account funds are warranted and overall program 
purposes are being met. Periodic audits of local currency 
uses, and GOU reports on supported programs, will be s:ipulated 
in Implementation Letters, as discussed in Section VI:: of this 
?AAD Supplement. 

D. ~egotiating Status 

?relimina:y negotiations have been held with senior government 
officials and conditions precedents and covenants identified in 
Section V below. Although there likely will be some f~rther 

modifiations, agreement in principle has been reached with the 
poi~ts set forth in this section. We anticipate the GO~ 

Signing t~e project Agreement very shortly after the ?AAD 
Supplement is authorized. 
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v. ~RA~C~:~G AND C~~D!~:ONALI~Y 

We recom~e~d t~at funds proposed by this PAAD Supplemenc be 
~ade availaole in three t:anc~es. Generally spea~ing, 
conditions precedent for the three tranches ~ill oe parallel. 
~~e first tranche, $8.0 ~illion, will be released as soon after 
signing of the Grant Agreement Amendment as conditions 
precedent are me~. We expect that this will occ~r ~ithin no 
more than a month following the late-September signing of :~~ 

Amendment. ~he second tranche, $6.0 million, is planned for 
January 1391, and ~ill be released when conditions precedent 
are met. :n a similar manner, the final tranche of $6.0 
million ~ill be released during April, assuming that conditions 
precedent are met. 

A. Conditions Precedent to Release of First ~ranc~e 

In addition to any standard C?s required for a Grant Agreement 
Amendment, the following are CPs to first tranche disbursement. 

1. The GOU shall provide to A.I.D. in writing, in 
form and substance satisfactory to A.I.D., a 
discussion of the status of implementation of 
significant reform actions taken since June 
1990, including those on deValuation, 
legalization of the parallel foreign exchange 
market, establishment of foreign exchange 
bureaus, streamlining of export and import 
licensing procedures, and refund .of sales taxes 
and excise duties on imported inputs for the 
production of manufactured exports. A key 
element of this discussion shall be the extent 
to which progress has been made with respect to 
implementing the June initiatives. on foreign 
exchange markets. 

2. The GOU shall provide A.I.D. with evidence, in 
form and substance satisfactory to A.I.D., that 
it continues to adhere to agreements between the 
GOU and the multilateral agencies (the I~F and 
13RO), particularly those regarding exchange 
rate management, including (al regular and 
frequent adjustment of the official exchange 
rate to ensure that this rate is not allowed to 
appreciate in real effective terms over time, 
and (b) periodic examination of the official 
exchange rate with the intention to effect real 
effective devaluations such that the official 
exchange cate is market-cleacing by year-end 
1991. 
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3. T~e GOU s~all provide A.I.~. wit~ evijen:e, in 
form and substance sa~i3factory ~o A.:.J., ~~at 

it continues to confer ~it~ all relevant ?a:ties 
(including relevant Goa agencies and uga~da's 

private sector) as it considers tne new 
investment code. 

3. Conditions Precedent to ~elease of Second ~ranc~e 

1. T~e GOU shall provide to A.I.D. in writing, in 
form and substance satisfactory to A.:.J., a 
discussion of t~e status of imple~enta~ion o~ 

significant refor~ actions taken since 
disbursement of the first tranche, incljding 
t~ose on devaljation, legalization of t~e 

parallel foreign exchange markee, escablish~ent 

of foreign exchange bureaus, streamlining of 
export and import licensing procedures, and 
refund of sales taxes and excise duties on 
imported inputs for the production of 
manufactured exports. A key ele~ent of tnis 
discussion shall be the extent to which 
continued progress has been made with respec~ to 
implementing the June initiatives on foreign 
exchange markets. 

2. The GOU shall provide A.I.D. wit~ eVidence, in 
form and substance satisfactory to A.I.D., that 
it continues to adhere to agreements between t~e 

GOO and the multilateral agencies (the I~~ and 
ISRO), particularly those regarding exchange 
rate management, including (al regular and 
frequent adjustment of the official exchange 
rate to ensure that this rate is not allowed to 
appreciate in real effective terms over time, 
and (b) periodic examination of the official 
exchange rate with an eye to effecting real 
effective devaluations such that the official 
exchange rate is market-clearing by year-end 
1991. 

3. The GOO shall provide A.I.D. with evidence, in 
form and substance satisfactory to A.I.D., that 
it continues to confer with all relevant parties 
(including relevant GOO agencies and Uganda's 
private sector) as it considers the new 
investment code. 

4. The GOU shall provide A.I.D. with eVidence, in 
form and substance satisfactory to A.I.D., t~at, 
in the period since disbursement of the ficst 
t:anche, it has regulacly carried out changes in 
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pricing policy for domestic sales of pet~ole~~ 

products such that the retail price of pet"J~el~ 
products fully reflects the CI? Uganda cos: (a: 
no less than the official exchan~e rate) ?lJS 
delivery costs within Uganda, pl~s govern~e~: 

taxes. 

C. Conditions Prece~ent to Release of Third T~an=he 

1. The GOU shall provide to A.I.D. in Nriting, in 
form and substance satisfactory to A.I.J., a 
discussion of the status of imple~entation oE 
significant reform actions taken since 
disbursement of the second tranche, inclld:ng 
those on devalJation, legalization of the 
parallel foreign exchange market, establish~en: 

of foreign exchange bureaus, strea~lini1g of 
export and i~port licensing procedures, and 
refund of sales taxes and excise duties on 
i~ported inputs for the production of 
manufactured exports. A key element of this 
discussion shall be the extent to which 
continued progress has been made with respect to 
implementing the June initiatives on foreign 
exchange markets. 

2. The GOU shall provide A.I.D. with eVidence, in 
for~ and substance satisfactory to A.I.D., that 
it continues to adhere to agreements bet~een tne 
GOO and the multilateral agencies (the r~? and 
IaRD), particularly those regarding exchange 
rate management, including (a) regular and 
frequent adjustment of the official exchange 
rate to ensure that this rate is not allowed to 
appreciate in real effective ter~s over time, 
and (b) periodic examination of the official 
exchange rate with an eye to effecting real 
effective devaluations such that the official 
exchange rate is market-clearing by year-end 
1991. 

3. The GOO shall provide A.I.D. with eVidence, in 
form and substance satisfactory to A.I.D., t~at 

it has enacted the new investment code to A.I.D. 
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4. ~~e GOU shall provide A.I.~. Nit~ evidenc~, i~ 

:~rm and substance satisfactory to A.r.J., t~a:, 

i~ the period since disburs~~ent of the sec~nd 

tranche, it has cegJlarly carried out c~anges i1 
peicing policy foe domestic sales of pe~r~le~~ 

products SJch that the retail price of ?etr'lel~ 
products fully reflects the erF uganda cost (a: 
no less than the official exchange race) pl~s 

delivery costs within Uganda, plus goveen~ent 

taxes. 

Covenants Under the Proceam 

1. 7he GOU shall covenant that regular 
c~nsultations between the GJU and USA:~ shall 
occur on (a) progress to date on, and f~:J:e 

intentions with respect to, the overall ~co~omic 
eeform program, and (b) success to date in, and 
future intentions with respect to, reducing 
constraints to efficient nontraditional ~xport 
production and marketing. Such consultations 
shall occur no less frequently than bimonthly. 

2. 7he GOU shall covenant that EPADU shall expand 
its export promotion activities. 

3. 7he GOU shall covenant that it shall refine its 
monitoring system to establish a baseline for, 
and a regular updating system for, asseSSing 
progress and impact under the GOU's trade 
liberalization program. In this regard, special 
reference is made both to changes in 
nontraditional exports and to impact of the 
liberalization measures on relevant groups of 
actors in the economy. 

4. The GOO shall covenant that there will be 
continued progress on economic liberalization 
moves, especially with regard to policies and 
regulations affecting nontraditional export 
production and marketing, and most especially 
with regard to changes made in conjunction Nith 
the overall ANEPP program. 

5. 7he GOU shall establish a regular review process 
for the price of petroleum imports to ensure 
that the retail prices are cost-based and that 
the structure of duties on petroleum products 
reflects the GOU's priorities with respect to 
the appropriate consumption mix between petrol 
and diesel fuel. 
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v r • PROGRAM IMPLEM!N~A:ION 

:~is section ou~lines the implemen~ation responsi~ili:ies of 
those involved ~n AN!?? I! and a sched~le of implemen~a~ion 

actions. 

A. Imole~entation 'Resoonsibilities 

1. Government of Uganda 

T~e Goa responsibilities set out in the original ?AAD remain 
essentially unc~anged. The 3ank of Uganda (SOU) ~ill :on:in~e 

as the coordinating agency for the Commodity Import ?=ogra~ 
(C:?) portion of the activity. The BOU has primary 
responsibility for transaction data collection, analysi3, and 
reporting. As the entity with oversight and monitorin; 
responsibility, it is a logical choice Eor collecting jata ani 
monitoring records on the CIP utilization program. Th~3 the 
Bank will also be responsible for the implementation of the 
cash disbursement component of the program. Specific 
procedures Eor the cash transEer element are outlined elsewhere 
in this PAAD Supplement. 

As discussed earlier, USAID assumes primary responsibility for 
the establishment oE baseline data and a system for meas~cing 

overall program impact. This will be complemented by ~?AJU's 

own surveys. 

2. aSAID/Uganda 

ANE?? will be implemented under the overall supervision oE the 
Chief, Agriculture and Natural Resources Office, while the 
day-to-day implementation and monitoring will be the 
responsibility a designated USDR project manager. After 
extensive involvement during the initial implementation phase, 
USAID anticipates reducing its direct involvement in some pacts 
of the management of the cash disbursement. The Mission will 
initially focus on developing the procedures and the terms, and 
will consult frequently with the BOU. This will ensure 
compliance with the objectives of the program, i.e., fostering 
exports of nontraditional agricultural products. In addition, 
the Mission will actively monitor the program to ensure that 
the institutional contractor is providing, on a timely baSiS, 
the technical services required. 

The aSAID Program Evaluation Officer and Economist have primary 
responsibility Eor speCifying baseline data and means of 
measuring program impact. 

3. Technical Assistance Project Comoonent 

The technical assistance requirements are essentially the same 
as envisioned in the original ANEPP PAAD. 
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3. Schedule of Imolemen~ation Actions 

1. Technical Assistance 

In July 1390, OSAI~ amended t~e ?roject Agreement for ene 
tech~ical aSSistance, which ooligates an add~tional $1.3 
million to the technical assistance activity. Following the 
recent im9act evaluation and its recommendations, the Mission 
is reviewing the need and the pro90sed terms of ~eference EJC ~ 

second long-term technical ad~isor. 3y October 1990 a deci3ia~ 
~ill be made as to whethe~ to seek a waiver to anend the 
existing technical services contract or prepare a solici:atio~ 
for technical assistance that ~ould extend into the ANE?? II 
phase. 

2. Foreign Exchance 

~he $20.0 million FX component ~ill be disbursed to the 300 in 
three tranches, the first being $8.0 million, specifically for 
petroleum procurement, and the second and third being $6.0 
million each. In order to obtain the disbursement of the first 
tranche, the GOO must meet the conditions precedent identified 
in section V.A.l, 2 and 3 above. OSArD expects that these 
conditions will be met within three weeks. 

The USAr~ project manager will work closely with counterparts 
in relevant GOU entities to ensure that the conditions are met 
in a timely fashion and that disbursement proceeds rapidly. 

3. Local Currency 

The exchange rate used for the local currency deposits 
will be the official rate as long as the appropriate 
waiver is in force. 

The local currency will be deposited into a special ANEP? 
Account, and will be jOinely programmed by USArD and the 
GOU. 

7he GOU and aSAIO agree to program $3.2 million (16 percent of 
$20.0 million) of the Ugandan Shillings generated for the 
support of aSArO's local operating expenses. These funds will 
be disbu~sed in an agreed upon schedule established by an 
Implementation Letter. . , 

T~e balance of the shillings genecated will be pcogrammed to 
assist wit~ agceed upon activities which suppoct agcicultural 
development, pcimacily nontcaditional expocts. 



- 39 -

VII. PROJECTING AND MEASOR!NG PROGRA~ IMPAC~ 

A. Proaran Imoact 

Program impact i~ this near term focuses on policy adjus:~ents 
associated ~ith meeting the Conditions Precedent to 
disbursement. Beyond the immediate impact of these 901i:y 
initiatives, aSArJ and the GOU anticipate these neasures Nill 
contribute to the creation of generally more favorable b~siness 

climate which in the medium to longer term, will encourage 
producers, marketing agents, exporters, etc. to expand t~e 

production and exportation of NTAEs. By 1993, OSAID proJec:s 
that this program will already have aSSisted uganda wit~ the 
diversification and expansion of its foreign exchange-earni~1, 
NTAEs by over 100 percent. 

8. 3eneficiaries 

participants in the NTAE marketing chain, from producer through 
exporter, are the direct and immediate beneficiaries. :hrough 
the companion technical assistance project, USAID seeks to 
extend the benefits of participation in the NTAE sector to 
potential as well as present participants. This will be 
accomplished through continuing identification of constraints 
experienced by exporters, the generalization and dissemination 
of information gained and the negotiation of needed 
policy/administrative reforms identified. The expanded 
participation anticipated will be captured through EPADU's 
producer and exporter surveys. Local currency support for the 
GOU's Rural ~eeder Roads (RFRs) program offers the opportunity 
to extend (geographically) the potential for beneficiaries to 
participate in production for export and, by reducing transport 
costs in an increasingly competitive market structure, should 
increase producer prices. 

The realization of a market-clearing exchange rate will 
eliminate the implicit tax on coffee exports and contribute to 
the stabilization of coffee production and ~x earnings at 
approximately 70 percent of 1988/89 levels. This will provide 
small scale farmers with a stable base income, thereby 
providing sufficient security to enable more small farmers to 
assume the risks associated with production of NTAEs. 

Any ~x used for the importation of capital equipment to assist 
NTAE's (cold storage, packaging production, processing 
capacity, etc.) will expand the capacity to handle and hence 
the demand for NTAEs thereby increasing their farmers' prices 
for them. 
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As noted in Section II, above, the evaluation team ~as able to 
discuss, subjective and qualitative ter~s. ~he i~pact of A~~?? 

: to date is desc~ibed in the evaluation report (3ee Annex 3). 
~ot only ~as it difficult to assess impact on t~e various 
economic actors identified in the o~iginal ?AAJ, but cJrren:~l 
no adequate baseline data exists against which to ~easJre 
c~anged conditions. This is true with respect not only to 
pJrpose-level impact, but also to people-level i~pact. 

:n pa~t, this info~mation gap is attributable to the fact t~a: 

E?ADU was established only eight months ago and has been fll:; 
staffed for less than one month. USAI~ and E?AJU agree t~a: it 
is important to be able to quantify the gains f~om policy 
reform, in order to be a~le to persuade tnose opposed to policl 
changes of the merits and validity of a proposed reform course, 
and to assess the relative importance of the various 
constraints. ~herefore ~SA:J and EPADU are reviewing the data 
and reporting requirements in order to address issues 
identified by the impact evaluation team. 

Jnfo~tunateli the limited ti~e between aSAID's receipt of the 
evaluation report (only a draft is available to incorporate as 
Annex 8) and the Mission's preparation of this PAAD Supplement 
precludes a more tho~ough ~esponse in this document to the 
evaluation team's ~ecommendation that the Mission establish 
specific, quantitative benchmarks fo~ either goal/purpose-level 
attainment or people-level impact. Such a task will require 
additional analyses which USAID is committed to undertaking and 
now has the personnel and skill mix to add~ess. Consequently, 
USAID will wo~k directly with EPADU to ensure that such 
analysis and monitoring are carried out and that suitable 
baseline data are collected in the period immediately following 
the signing of the Amendment: and (2) on the basis of those 
baseline data, establish ~ealistic targets and benchmarks on 
which to evaluate ANEPP impact by the end of the activity. 

The foregoing said, the Mission wants to restate its strong 
commitment to this impact evaluation task. The discussion of 
expected impacts of the program were discussed in detail i~ the 
original PAAD, and the belief in the soundness of that o~iginal 
discussion has not alte~ed. The Mission accepts ~es90nsibility 

for ensuring adequate data collection and analysiS to estaDlish 
a baseline and a basis for measuring change. 
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VIII. EVALUATION 

A. system 

GSAI] is taking a~ assertive position on t~e establishment of an 
evaluation system for t~is pro;ram, both internal:, and in t~e 

Government's own analytic and program apparatus. SPADU has 
ass~med responsibility for establishing and maintaining certain 
baseline data which will be used to measure the impact of this 
activity on producers, marketing agents and exporters 
participating in the production and marketing of nontraditional 
exports. 

USAID, in conjunction with EPADO will commission a series of 
studies over the next six months which will be used to further 
clarify the current situation in the nontraditional export 
sector. The information obtained from these studies will be 
periodically updated to determine progress, identify proolems 
and suggest solutions. These studies will focus on the 
structure, conduct and performance in markets for 
non-traditional exports such as maize, beans, hides and skins, 
fish products, etc. The studies will: 

1. Describe the current marketing structure (number and size 
of exporters, number and size of middlemen, number and size 
of producers; 

2. Estimate the profitability along the marketing chain; 

3. Determine the number of employees, income, gender, benefic 
packages and other employment arrangements at each level of 
the chain: 

4. Determine the effect of the export sector on local markets; 

5. Determine significant policy, regulatory, infrastructural, 
financial, information, technological, etc., constraints to 
business expansion; and 

6. Attempt to determine the changes that have taken place and 
the plans for future changes. 

In addition to meeting the program's monitoring and evaluation 
needs, the information from the studies discussed above as well 
as the ongoing analytical work at EPADU is critical because: 
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1. It is i~?octant to broaden t~e conse~sus i~ t~e 

Governmen: for the policy reform initiatives whicn 
will be required as t~e knowledge a~out t~e sector ~3 

enhanced; 

2. The sector is in its infancy, new problems will e~e=;e 

as old constraints are removed. :n order for the 
Mission and the Government to respond effectivel!, i: 
is critic~l to keep abreast of the changes and to ha~e 
plans for dealing with them; 

3. There are substantial opportunities for 
monopolistic/oligopolistic structures, and therefore 
for narro~ing the benefit incidence. It will oe 
i~portant to continuously monitor the struct~re of the 
~arket to assure that necessary policy revisions ~=e 

made to ensure that the ~enefits reach t~e 

smallholjecs. 

T~e exporter surveys undertaken earlier by E?ADU will 
provide some data on what has taken place at the export 
and marketing levels of this project. Based upon the 
results of their survey, the Mission will be working with 
E?ADU to develop and implement a survey of the producers 
participating in the project. This will be completed by 
the end of the current calendar year. 

Initially USA:J will work with the information developed 
by E?ADU and establish a baseline survey of all the ~ey 

actors in the production and marketing chain. Any 
deficiencies relative to USAID's specific needs will be 
subsequently addressed by the Mission. This will be 
completed by the end of February 1990. Although the 
baseline survey will not capture the conditions prior to 
policy reform and the past two years of production under 
the program, it will provide aSAID and E?ADU with a clear 
base from which to measure impact over the next two 
years. 

With the objective of measuring the impact of the program 
on 1) export value and volume: 2) employment: 3) changes 
in production choices 4) volume of output at the producer 
level: 5) consumption patterns: and to the extent 
possible, 6) changes in income: the survey and monitoring 
process will be vigorously implemented over the next two 
years. 
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B. Benchmarks 

~~e following preliminary targets and benchmarks have been 
esta~lished and will be refined as the baseline survey is 
completed. 

~~e ~ission ~ill use the baseline analysis to amend and 
further refine the follo~ing benchmarks proposed for 
eval~ating program impact. 

9y 1993, a 10 percent increase in employment in t~e 

~TAE subsector. Data differentiated by gender will be 
collected on the number of personnel employed, hours 
worked and the total wage bill. 

Private ugandan exporters' PX earnings from N!AEs will 
grow by over 100 percent by 1993. 

~he barriers to entry into export marketing and access 
to fX will have been sufficiently eased to stimulate 
new entries, increase competition and pass a portion 
of the economies achieved back to producers in the 
form of higher product prices which will encourage 
increased production for export. This will be 
~easured by evaluating, (1) the number of export 
licenses issued and used, (2) the change in prices 
farmers receive for their produce entering the export 
market, and (3) the growth in production of NTA8s. 

To further refine our internal evaluation program, the 
Mission is considering using the rapid rural appraisal 
methodology to measure program impact and, as a result the 
targets and benchmarks may change. Also, as part of the 
Assessment of Program Impact (API) exercise, the Mission 
will work directly with Management Systems International 
(MSI) to assure that the targets and benchmarks 
established for our overall program will accurately 
measure impact. The work with MSI will encompass a review 
of the data generated by EPADO as well as the 
identification of other data needs which will probably 
have to be generated by the Mission. 

In addition to a continuous assessment of program impact 
as required for the annual submission of the API the 
evaluation schedule for the project is as follows: 

ImplFmentation Evaluation--12 months from the signing of 
the grant. 

Impact Evaluation--90 days following the Terminal Date for 
Requesting Disbursement. 
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C. A~di: 

~he ?~og=am ~ill make provision for an end-of-?~og=am 
audit. The aegional !nspector General/Audit (~!G/A) in 
~airobi ~ill arrange for a non-~ederal audit to be carrie~ 
out by an independent audit firm. If ~arranted, USA:J ~~! 

invite an independent auditor to examine any elements of 
the program relating to program expenditures. 
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SUMMARY DESCRIPTION 

The attached PAAD Supplement contains justification for, and this 
facesheet approves a '20,000,000 addition to the program to be 
provided with preference being a cash disbursement. Funds 
previously authorized and obligated will continue to be disbursed as 
a Commodity Import Program (CIP). While this Supplement 1s a 
continuation of the Agricultural Nontraditional Export Promotion 
Program, the term "ANE?P II" refers to the component authorized 
hereby; the term "ANE?P I" refers to the originally authorized elP 
component. 

The purpose of the program remains the same: to increase rural 
incomes by overcoming short-term constraints to exporting 
nontraditional agricultural exports. The specific objectives of 
ANEPP II will be to provide foreign exchange to, among other things, 
alleviate the immediate constraint to transport created by the 
scarcity of petroleum imports. ANEPP also vill provide foreign 
exchange to private sector importers for inputs and equipment 
related to production, processing and marketing of nontraditional 
exports and will continue to support the various policy reforms 
concerned with nontraditional exports. These vill include: 1) 
exchange rate policy; 2) licensing regulations governing exports and 
imports; 3) tariffs and taxes affecting nontraditional exports; 4) 
promulgation of a new liberalized Investment Code, and 5) pricing 
policy with respect to petroleum imports. Additional assistance to 
the GOU will be provided through the provision of local currencies 
to support, among other thingl, improvement of farm to market roads 
and the Export Policy Analysis and Development Unit ("EPADU") of the 
Ministry of Planning and Economic Development. 

Pursuant to provisions in the appropriation heading ·Sub-Saharan 
Africa, Development Assistance" contained in the Foreign Operations, 
Export Financing. and Related Program. Appropriations Act, 1990 
[e.g., D.F.A.], I hereby approve and authorize the $20,000,000 cash 
disbursement component de.cribed herein. 

Th. Fir.t Amendm.nt to the Program Grant Agreem.nt ("Fir.t 
Amendment") will contain the following •••• ntial ter •• , conditions 
and covenant., together with such other ter •• and co~ditions as the 
A.I.D. officer esecuting such Agre.ment may deem appropriate: 

Disbursement in Tranche. 

After satisfaction of the conditions precedent specified below, and 
following the written request of the Grantee for each disburse.ent, 
A.I.D. will disburse the additional fund. authorized hereby in three 
separate tranche.: $8,000,000 not sooner than October 1990; 
$6,000,000 not sooner than January 1991 and $6,000,000 not sooner 
than April, 1990. Disbursementa will be mad. into a separate dollar 
account to be established by the Grantee pursuant to the First 
Amendment to the Program Grant Agree.ent dated August 26, 1988. 

~f,"!;T AVAILABLE COpy 
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Conditions Precedent to Disbursement 

Section 5.1. Conditions Precedent to Initial 
Disbursement 

Prior to the first disbursement of the additional 
funds granted by this First Amendment, or to the issuance by 
A.I.D. of documentation pursuant to which disbursement will be 
~ade, the Grantee will, except as the Parties may otherwise 
agree in writing, furnish to A.I.D. in form and substance 
satisfactory to A.I.D.: 

5.1.1 Documentation evidencing that the Grantee has 
established a separate, non-commingled dollar account as 
required by Article 7 of this First Amendment. 

5.1.2 A discussion of the status of implementation of 
significant reform actions taken since June 1990, including 
those on devaluation, legalization of the parallel foreign 
exchange .arket, establishment of foreign exchange bureaus, 
streamlining of export and import licensing procedures, and 
refund of sales taxes and customs tariffs on imported inputs 
for the production of manufactured exports. A key element of 
this discussion shall be the extent to which progress has been 
made with respect to imp1eaenting the June initiatives on 
foreign exchange markets. 

5.1.3 Evidence that the Grantee continuel to adhere 
to agreeaents between itself and the multilateral agencies <the 
IMP and IDA), particularly those regarding exchange rate 
management, including (a) regular and frequent adjustment of 
the official eschange rate to enlure that this rate is not 
allowed to appreciate in real effective term. over time, and 
(b) periodic esaaination of the official exchange rate with a 
view to effectinl real effective devaluation. such that the 
official eschanle rat. is market-clearinl by y.ar-end 1991. 

Section S.2. Condition. Precedent to Second 
Disburseaent 

Prior to the second disbursement of the additional 
fund. granted by this First Amendment, or to the issuance by 
A.I.D. of docuaentation pursuant to which disbursement will be 
made, the Grantee will, except a. the Parties may otherwise 
agr •• in writing, furnish to A.I.D. in fora and substance 
satisfactory to A.I.D.; 
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5.2.1 A discussion of the status of implementation of 
significant reform actions taken since disbursement of the 
first tranche, including those on devaluation, legalization of 
the parallel foreign exchange market, establishment of foreign 
exchange bureaus, streamlining of export and import licensing 
procedures, and refund of sales taxes and customs tariffs on 
imported inputs for t~e production of manufactured exports. A 
key element of this discussion shall be the extent to which 
progress has been made with respect to implementing the June 
initiatives of foreign exchange markets. 

5.2.2. Evidence that Grantee continues to adhere to 
agreements between itself and the multilateral agencies (the 
IMF and IDA), particularly those regarding exchange rate 
management, including (a) regular and frequent adjustment of 
the official exchange rate to ensure that this rate is not 
allowed to appreciate in real effective terms over time, and 
(b) periodic examination of the official exchange rate with a 
view to effecting real effective devaluations such that the 
official exchange rate is market-clearing by year-end 1991. 

5.2.3. Evidence that the Grantee has brought the 
draft Investment code before the National Resistance Council 
(parliament) for full and open debate with a view to its 
enactment. 

5.2.4. Evidence that, in the period since 
disbursement of the first tranche, the Grantee has regularly 
carried out changes in pricing for dome.tic sales of petroleum 
products such that the retail price of petroleum products fully 
reflects the CIP Uganda cost (at no less tcan the official 
exchange rate) plus delivery costs within Uganda, plus 
government taxe •• 

Section 5.3 Conditione Precedent to Third Disbursement 

Prior to the third di.bur •••• nt of the additional 
funda granted by this First A.end.eut, or to the issuance by 
A.I.D. of doeu.entation pursuant to which di.bursement viII be 
made, the Grantee Will, exeept as the Parties may otherwise 
agree in writing, furnish to A.I.D. in for. and substance 
satisfactory to A.I.D.: 

5.3.1 A discussion of the status of implementation of 
signifieant reform actions taken sinee disbursement of the 
second tranche, including those on devaluation, legalization of 
the parallel foreign exchange market, establishment of foreign 
exchange bureaus, streamlining of export and import licensing 
procedures, and refund of salea taxes and customs tariffs on 
imported inputs for the production of manufactured exports. A 
key element of this discussion shall b. the extent to which 
progress has been made with respect to implementing the June 
initiatives on foreign exchange marketa. 

BEST AVAILABLE COpy 
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5.3.2 Evidence that the Grantee continues to adhere 
to agreements between itself and the multilateral agencies (the 
IMP and I.D.A), particularly those regarding exchange rate 
management. including (a) regular and frequent adjustment of 
the official exchange rate to ensure that this rate is not 
allowed to appreciate in real effective terms over time. and 
(b) periodic examination of the official exchange rate with 
view to effecting real effective evaluations such that the 
official exchange rate is market-clearing by year-end 1991. 

5.3.3 Evidence that. in the period since disbursement 
of the second tranche, the Grantee has regularly carried out 
changes in pricing for domestic sales of petroleum products 
such that the retail price of petroleum products fully reflects 
the elF Uganda coat (at no less than the official exchange 
rate) plus delivery costa within Uganda, plus government taxes. 

Section 5.4. Notification. When A.I.D. has 
determined that each of the conditions precedent specified 
above have been met, it will promptly so notify the Grantee by 
Implementation Letter issued pursuant to Section 9.1 of the 
original Program Agreement. 

Section 5.5. Terminal Date. for Meeting Conditions 
Precedent. 

(a) Tranche Number Qne: If all the conditions 
precedent specified in Section 5.1 of this First Amendment have 
not been met by January 31, 1991, or such later date as A.I.D. 
may agree to in writing for any or all such conditions 
precedent or parts thereof, A.I.D. at its option, may terminate 
this Agreement in whole or in part by written notice to the 
Grantee. 

(b) Tranche Number Two: If all the conditions 
precedent specified in Section 5.2 of this First Amendment, 
have not been met by April 30, 1991, or such later date as 
A.I.D. may agr •• to in writing for any or all such conditions 
precedent or part. thereof, A.I.D. at it. option, may terminate 
thi. Agreeaent in whole or in part by written notice to the 
Grantee. 

(c) Tranche Number Three: If all the conditions 
precedent specified in Section 5.3 of thia Firat Amendment have 
not been met by July 31, 1991. or auch later date aa A.I.D. may 
agree to in writing for any or all .uch conditions precedent or 
partl thereof, A.I.D. at ita option, may terminate this 
Agreement in whole o~ in part by v~itten notice to the Grantee. 
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TO: 

FROM: 

Agency for International De~elopment 
Wuhinpoft. D.C. i05l3 

See Distribution 

Joe Lieberson, PP~IE ~ 

ANNEX 8 

SU SJEC'!: 

Jay Smith, AFR/DP~ ~ ~ 
Review of Draft AEPRP Im ct Evaluation--Oganda 
Agricultural Non-Traditional Export Promotion Program 

Attached please find for your review and comment the latest 
draft of the subject evaluation report. This is the sixth in a 
series of impact evaluation reports carr~ed out by PPC/CDIE and 
the Africa Bureau during fiscal year 1990 with significant 
participation as well from officers in ANE and LAC bureaus. 
African Economic Policy Reform programs were evaluated in 
Senegal, the Gambia, Mali, MalaWi, Cameroon and Oganda. 

We would appreciate receiving any comments you care to make by 
October 1. Following this review, the report will be edited 
and published in the COrE series of impact evaluations. 

Attachment: a/s 

Distribution: 
John Eriksson, AAA/PPC 
Wendy Stickel, PPC/CDIE 
Annette Binnendijk, PPC/CDIE/PPE 
Bob Maushammer, PPC/PB/CD 
Phil Boyle, PPC/WID 
Jerry La Pittus, PPC/EA 
Larry Saiers, OAA/APR 
David Lundberg, APR/EA 
Barbara Boward, APR/EA/TO 
Margaret Bonner, AAA/APR/DP 
Emmy Simmons, APR/DP/PPE 
Cindy Clapp-Wincek, APR/DP/PPE 
Jerry Wolgin, APR/DP/PAR 
Raghawendra Dwivedy, APR/OP/PAR 
Tim Bork, APR/PO 
Carlton Terry, APR/PD/!AP 
Warren Weinstein, APR/MOl 
Dick Cobb, APR/TR 
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EXpoRT PROMOTION PROGRAM 

A. I. D. PROGRAM IMPACT EVAWATION REPORT NO. 

Joan Atherton, Team Leader 
U.S. Agency tor International Development 

Edward Costello, Economist 
U.S. Agency tor International oevelopment 

Thomas J. Herlehy, Agricultural Marketinq Specialist 
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International Development. 
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1. INTROPUCTION 

• . , .. 

In 1988, the O.S. Aqency tor International Oevelopment (A.I.O.) 
obliqated $14 million tor the Uqanda Aqricultural Nontraditional 
Export Promotion Proqram (ANEPP,. This proqram was de.iqned to 
move the economy away trom reliance on a sinqle commodity, 
cottee, which qenerated almost all tor.iqn exchanqe earninqs by 
1987. As indicated by its pertormance up to the .1d-1970S , 
Uqanda has qreat potential tor a diversitied aqricultural export 
base. The A.I.O. Mission in Uqanda CUSAIO/Xampala) wished to 
support a set ot policy initiatives that would provide incentives 
to the private .ector to take a lead role in expandinq toreiqn 
exchanqe earninqs throuqh the pro.otion ot aqricultural 
nontraditional exports (NTEs). Thi. proqraa would have the 
benetit ot immediately raLsinq earninqs and the lonqer-tera 
ettect ot demonstratinq the efficiency ot private sector-led 
qrowth. The purposes of the impact evaluation were to assess the 
impacts to data, to draw lessons learned from the pertormance of 
the program, and to make recommendation. that will assist the 
Mission in its proposed extension of the ANEPP. 

A tour-person evaluation team visited Uqanda in Auqust 1990 to 
investiqate and assess the impact ot the ANEPP atter two years ot 
implementation. The team formulated hypotheses based on the 
program desiqn document, and souqht appropriate data sources to 
field-test those hypotheses. A variety ot intormation sources 
were used, includinq interview. with numerous private exporters, 
users ot the commodity import proqram (C.I.P.), key Government of 
Oqanda (GOO) official., beneficiaries ot the technical as.istance 
activity, Mission personnel, other donors and a fev 
nontraditional export producers; proqraa file.: GOO documents and 
site visits. Time, and .ecurity considerations in certain areas, 
did not permit extensive field visits for producer interviews, 
and, atter only tvo years ot operation (one plantinq season in 
so.e areas, and two in others), iapact would be difficult to 
ascertain. Instead, the team focused its efforts on assessinq 
the impact on the proqr .. •• direct beneticiarie.: the exporters 
and importers, and its. impact on the economy. Quantitative data 
were particularly scarce and unreliable, so the tea. examined 
trends and perceptions ot key actor. a. its aain means ot 
asse.sing program pertor.ance. 

2. Sm'It«j 

~ General pescription and History 

The Republic of Uqanda, a landlocked nation of aDout 16.9 .illion 
people, i. a country of abundant land and vater resource. about 
the .ize of the state of Oreqon. Hi.torically uqanda t • people 
have been able to teed themselves and generate .ufficient surplus 
to enqaqe in lively commercial activitie.. The major tood crops 
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qrown include cananas, matooke (plantain), ceans, maize, ca •• ava, 
sweet potatoes, qroundnuts, sorqhum, and _illet. Livestock 
yieldS milk, meat, horns, hides and skins. Virtually all of 
these commodities are traded in both local and reqional markets 
within Uqanda, as well as acro •• Oqanda's corder. into 
neiqhborinq countries. Food crop. dominate aqriculture, with 
about 90 percent of the arable land that i. under cultivation 
beinq devoted to them, and the remaininq 10 percent qiven to . 
export crops. The traditional export crops cultivated include 
cott.e, tea, cotton and small amounts of cocoa, nut. and spices. 
Formerly, small amount. of .uqar and tobacco were al.o exported 
but now these crop. are used 1n local aqroproee.sinq industries 
to meet domestic demand. All of the commodities discus.ed above 
except cott.e are now considered nontraditional exports. 

Aqriculture accounts tor over two-thirds ot Oqanda'. Gro.s 
Domestic Product (GOP), 99 percent ot export earninq., 80 percent 
ot employment and 60 percent ot qovernment revenue.. Most tarms 
(averaqe size 2.5 hectares) are held cy .mall-scale producers. 
Except tor tea and suqar, which are qrown on estates (with some 
outqrowers), all production tor export, as well as tor domestic 
consumption, is produced on .mallholdinqs. 

OUrinq much ot its recent past, Oqanda has depended primarily 
upon cotte, to qenerate toreiqn exchanqe earninqs, with over 95 
percent ot export revenue accruinq from cottee export.. Taxes on 
cottee exports have also been an important source ot qovarnment 
ravenue, thouqh this has declined in the past six years trom 46 
percent in 1983/84 to 14 percent in 1989/90. Still, the 1989 
collapse ot the International Cottee Aqr.ement and the 
precipitous tall in world cottee prices created a savere economic 
hardship tor the Oqandan Government. 

Severe deterioration in the econo.tc situation beqan atter Idi 
Amin seized power in January, 1971. Real GOP declined by about 
20 percent durinq the 1970s. Many of Uqanda's most talented 
citizens either tled into voluntary exile (estimates ranqe from 
500,000 to over 1 .illion people), or were forced to leave, as in 
the mass expulsion of the Asians in 1972. The Obote Government 
in early 1981 initiated a recovery- proqraa with considerable 
assistance fro. the donor community. Daspite so.e recovery in 
the early 1980s, with increased political and .ilitary 
instability baqinninq in 1984, expenditures escalated, inflation 
accelerated, the exchanq. rate beea.e overvalued, and GOP 
declined in absolute teras. A .ilitary coup, followed by a civil 
war, inflicted further destruction on intrastructure, and brouqht 
the econoay to • virtual standstill. 

~ The Natura of ~he Probl .. 

The Mu •• veni Governm.nt inherited an extre.ely difficult 
situation when it ca.e to pow.r in January 1986. A qr.atar part 



of the major trunk roads had deteriorated, larg. proportions ot 
the nation's vehicle tle.t were either destroy.d or stolen, most 
manutacturinq plants had clos.d down, and productiv. aqricultural 
areas had been ravaqed. The n.w Government allo inherited a 
considerable external debt burden. 

In January 1987, the Government approached the donor community 
tor tinancial support to arrest the economic decline and .et the 
basis tor sustained dev.lopment. The 1M' and World Bank 
initiated sizable Itabilization and structural adjustment 
proqrams. Recoqnizinq the need to reduce Oqanda's extre •• 
dependence on cofte., A.I.D. concentrated on nontraditional 
export promotion supported by an activ. policy dialogu •. 

At that tim. the economy taced a number of problem.: 

the private .ector was not permitted to formally export 
most commoditie.; 

the ofticial exchanqe rate was gro •• ly ov.rvalued: 

the GOU was heavily involved in barter trad., tor which 
the terms ot trade w.r. against Uqanda: 

there were severe shortaqes ot foreiqn exchanqe, with 
the BOU allocatinq only s.all amounts to the private 
s.ctor. Imports tinanced by otticial foreiqn exchanqe, 
e.p.cially for consum.r goods and productiv. inputs, 
d.clined; 

intlation was very hiqh: a. the bankinq .yst.m was 
op.ratinq with negative real interest rat.s, savings 
rat.s were •• aqer and ther.tor. dom.stic resource 
mobilization was unable to tinanc. the required private 
inv •• tm.nt in productiv. capacity. 

2.3. Th' GoY'rDI4nt of Uganda's Respon •• 

Beginninq in 19.7,. and.vith broad suppo~ tro. the donor 
community, the GOO initiated a sub.tantial •• ri •• ot policy 
r.torms. Many of the r.toras r.lated to chanq •• in the trad., 
paym.nts, and tax reg i ••• that atfeet production inc.ntives for 
both .xports and t.port-coapetinq industrie.. Critical reforms 
included: 

Exchang. rat. ad1ustm.nt: In May 19.7 the GOO d.valu.d the 
Shilling by 70 perc.nt followed in aid-19" by an IMP supported 
policy of p.riodic d.valuation. - two in 19", tour in 1989 and 
five thus tar in 1990. Th •• t~t.d int.ntion i. to •• rq. the 
otticial and parall.l rat •• so •• ti •• in 1991. 
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Simultaneous .xpOrt/imp0rt lic.nsing: As an intari. ml.sur. 
to encouraqe exports, in 1988 an A.I.O. condition required the 
Government to provide exporters ot nontraditional crops with an 
import license .qual to the value of their .xports. Any 
disadvantaqe suft.red from .xportinq at the ofticial .xchanq. 
rate was balanced by the ability to import scarce qood. that 
could be sold at a larqe profit at open markat (i.I., parall.l 
exchanql rata) prices. This r.form ~as tha tirst otticial 
recoqnition that tha exchanqe rat. was ov.rvalued, and that 
exporters should have acc •• s to the parallel markat rate. In 
ettect, the GOO removed itself completely tro. requlatinq 
exchanqe rate. tor tho.e participatinq in the dual l1cen.inq 
proqrUl. 

- Foreign exchange retention account: Thi. option, in response 
to shortcominqs in the simultaneous import/lxport sche.e off.red 
Ixportlrs several choices: holdinq thl forliqn Ixchanql, usinq 
the torliqn exchanql to import qoods or sellin9 thl for.iqn 
Ixchanqe initially to the GOU and later (sie below) on the 
parallel market, and r.ceivinq the premium rate tro. that market. 

Paraltatal control of thl .xport trad.: The Government ended 
the Produce Mark.tinq Board'. (PM!) monopoly on the export ot 
non-traditional crop. (bean., s.same ••• d, maize and qroundnuts). 
The PM! could still .xport those crop. but it would now have to 
comp.te with the private sector. From 1988 to .id-1990 the 
Gov.rnm.nt steadily abolished para.tatal Ixport monopolies on all 
crop., IXC.pt cotton and coftee. 

Trade regulations and procedures: A.I.O. conditionality 
call.d for a reduction in the bureaucratic procedures and costs 
tor both .xport and import 1 icens... For exports, the Governm.nt 
.stablished a streamlined, ~one-.top~ window and also r.duced the 
number ot form. and required approval.. Instead of requirinq an 
.xport licence tor each and ev.ry .hip.ent, a .y.t •• is beinq put 
in place for a six-month c.rtiticate with no volume limits. A. a 
r •• ult ot th.s. retoras, exporter. now taci much lower costs and 
a reduced proce •• inq ti .. fraae. 

Export of horticulture crop': Oqanda ia a low-cost pr~ucer 
ot a large variety ot fruits and veqetablea that could be 
exported by air fr.iqht to European _ark.ta. In order to 
encourage .uch exports, the 1990 P.L. 480 agree.ent include these 
condition.: a tvo-thirds reduction in the airport handling te., 
the eli.ination of royalties paid by private carrier. to Oqanda 
Airline., a comaitaent fro. the Government to brinq in additional 
air carrier., and a coaaitaent by the Government to encourage 
private fira. to invest in cold .torage facilities at the 
airport. 

No FOREX Import.: Under the current government, an i_porter 
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who has acce.. to foreiqn exchanqe abroad ha. been allowed to ua. 
that toreiqn exchanqe tor import.. He/ahe do •• not have to ahow 
where ehe tore1qn exchanqe wa. kept or wheth.r it was obtained 
leqally. Thi. 1a an ettective policy that allows t1iqht capital 
and "intormal- foreiqn exchanqe earninq. to return to Oqanda. In 
1989 there were approximately $100 million ot -no FORlX· ~ports. 

Porall.l Foreign Exchange Market: Th. Government condoned the 
em.rqence ot, and then otticially recoqnizad, the parallel or 
kibanda market, whlre1n toreiqn exchanqe 11 traded treely at a 
rata that was much hiqher than the otticial rat.. In July 1990 
the .Government mov.d all exports .xcept cott.. to the kibanda 
rata. 8y tormallzinq and .xpandinq tha kibanda .. rkat, the 
qovernment ha. introduced .ttective .arket pricinq and incentives 
which i. likely to boost nontraditional .xport. and the lev.l ot 
private sector imports. Thi. r.pres.nta the tinal .t.p in the 
adoption ot a market-determined exchanqe rate policy applicable 
to nontraditional exports. Only the cotfee .ector and •• lected 
other intlow. remain subject to exchanqe controls. 

3. THE A. I. O. RESPONSE 

Th. A.I.O. policy retora proqram was de.iqn.d to increa.e non
traditional export. over the lonq-term throuqh a three pronqed 
approach ot: 1) i.provinq export incentive., 2) providinq 
imports n •• ded by NTE export.r. and produc.r.; and 3) buildinq 
capacity to continu. the policy r.torm proc ••• and to provide 
assistance te private exportera. The ••• ttorts would demonstrate 
to the GOU that the private •• ctor was critical to uganda'. 
d.v.lopm.nt ettort •• 

~ POlicy Betotl and policy Dialogue 

Th. GOU had .stabli.hed two major obj.ctiv •• in it. policy r.torm 
proqra.: stabilization and re.tructurinq toward d.mand r.straint 
and increas.d toreiqn .xchanqe earninq. troa .xport., 
particularly nontraditional on •• , to addres. it. chronic balance 
ot paym.nt.probl.... A.I.D. aacroeconoaic policy retoraa 
.upported the DO' .tuiliaation proqr .. , Vbich va. de.igned to 
r •• tore pric •• tability and to adjust the tor.iqn .xchan9' rate 
to a aore a.rk.t oriented level. In addition, A.I.D. policy 
r.tora conditionality (und.r ANIP' and P.L •• 10) included a 
numb.r ot r.toras d •• igned to .ncouraqe private sector, non
traditional export.. Th ••• included policy retorms and 
iaple •• ntation procedur •• d •• igned to: 

- maintain the .xchanqe rate policy aqreed to in consultation. 
betwe.n the GOO and the nv' 

- str ... lin. the export/iaport lic.n •• application and 
approval proc •• s; and 

- •• tablisb a USAID co_edity i_port proqr .. within the BOU to 
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finance imported agricultural inputs tor the production ot 
NT!s and to .treamline the GOU application and approval 
proc.s. for that prQ9ram. 

Throughout the cour.e ot proqram implem.ntation, exten.iv. policy 
dialoqu. took plac. at a r.latively hiqh lev.l within the GOO and 
A.I.O. raqardinq the appropriate aacro.conomic and trade policy 
environm.nts for accelerated private .ector-led qrowth. 

L..L. The Commodity Import. Prograll 

With a .ever.ly d.pressed econo.y and a shortage ot imports, many 
exporters lacked key inputs that were vital to their export 
.ttorts. Th. AN!PP includ.d a C.I.P. compon.nt that tinanced the 
import ot ••• d, tertiliz.r, raw aaterial. tor the aanutacture ot 
tarm implem.nts, and packing aaterials and bag. tor export 
commodities. During 1989, the list ot eligible it.ms w.s 
expanded to all those that could be shown to contribute to 
AN!PP's purpose. The dollars w.r. purchased by private importers 
at the otticial rate, whiCh was substantially below the parall.l 
mark.t rate. The local curr.ncy C.I.P. count.rpart support.d 
non-traditional exports by tunding proqrams d.siqn.d to improve 
marketing, training, res.arch and technical a.sistanc •• 

~ Th' Technical Assistanc. Activity 

A.I.D.'s .upport ot policy reforms and the tunding ot CIP inputs 
was cl.arly n •• d.d to solve the imm.diat. probl.m, but it would 
not address Uganda's longer-t.rm n.ed for a capacity to continu. 
economic monitoring and new policy formulation. The Uganda 
Gov.rnm.nt n •• ded the capacity to analyze data and to .xamine 
issu.s in ord.r to d.v.lop a continuing .eri •• of policy r.forms, 
and the A.I.D. Mi •• ion n •• ded a .eans of .onitoring the 
p.rformanc. of its proqraa. 

To solve th ••• proble.s, an A.I.D. technical assistanc. compon.nt 
provided support tor thr •• tunctions: trade policy analysis, 
.xport promotion, and AHEPP aonitorinq. A cov.nant stipulated 
the .stablishm.nt ot a.unit for trade policy analysis and program 
monitoring, later n .. ad the Ixport Policy Analy.is and 
Dev.lop •• nt Unit (IPADO), in the Ministry of Planning and 
Economic Dev.lop •• nt. A.I.D. prOVided EPADO with .xpert 
advisors, consultants, 'quip •• nt, training and CIP local currency 
support. By the .nd of the prograa EPADU was to have the 
capacity to analyze and d.v.lop policy option. for the 
Gov'rnment. Tb. Gov.rna.nt was also to have expanded capability 
to provide direct .uppert and •• rvic.s to non-traditional 
.xport.r. by the proj.ct' •• nd. 

l.....L:. Th' P.L •• 80 Agr •••• nt . 

As on. it its first contributions, EPADO produc.d a position 
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paper on oonstraints to air oarqo shipment and provided statt 
time to a commi •• ion 1nve.tiqatinq air carqo con.traints. 
EPADU'. anllYl11 brouqht to A.I.D,'I attention that the Imall 
numberl of fliqhts and overr.qulation of air oarqo arranq.ments 
throuqh Uqanda's major airport at Ent.bbe was significantly 
impeding its NT! promotion efforts. Ther.for., it included in 
the s.lf-help measur.s ot the 1990 P.L. 480 Agr •••• nt two policy 
elements 

- permission for at lea.t two private air oarqo oarrier. to 
operate at the airport, in.titution of internationally 
oompetitive airport oharqes and tees to private carri.rs and 
the abolition of royalties charqed by the national oarrier 
for NTIs; aneS 

- enoouraqem6nt for at. least two privata tirma to invest in 
and operate oold storaq. and varehou.ing taoiliti •• at or 
n.ar Entebb. Airport. 

4. THE IMPACT Qr THE AGRlCULTUlUL NONTRAPITIONAL EXPORT 
PROMOTION PROGRAM 

~ Maoro.oonomio Impaot. 

Th. oontent and thrust of the policy r.torms di.cussed in 
Section. 2.3 v.r. intlu.nc.d and aupported by .ev.ral k.y actor., 
includinq the IMP, the World Bank, A.I.D. oth.r bilateral donors 
and, ot oours., the qov.rnm.nt it •• lf. Beoau.e many of the 
reform. were int.rr.lat.d and mutually r.inforcing it is not 
alway. possible to pinpoint the pr.ci.. impact of the •• asures 
supported by a given donor. FUrther, the GOU'. r.for. .ttort. 
r.pr.sent a proo... wher.by one m.asur. leads to or pav.. the vay 
tor follow-on reform.. Thu., the impact of one r.fora typically 
is ov.rtaken by the .tt.cts of the next refora. Non.thelesa, 
th.re i. broad agreement that the GOO's policy r.for.. proqraa was 
a r •• ounding .ucc.... Two major aacroeoonomic impacts can be 
highlightecl: 

- Tha acono.y grew at .ore than 6 percent per yaar betwe.n 
1987 and 19'9, and, 

- Inflation ba. bean brought undar control, falling fro. over 
200 percent in .i4-1988 to 26 percent by Juna 1990. 

The GOO learned two important l ••• on. fro. it. experi.nc.s sinoe 
1987 wbich are .hapiftg it. policy agenda for the 1990.: 

• Tha root cau.a of inflation i. axce •• iva governaant spendinq 
.nel, without di.ciplin.d budqetinq, inflation vill continua; 
anel ' 

- An ovarvalued exchange rat. creat •• tabalance.. Ther.fore, 
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the exchange rate mu.t retlect market price. .0 that 
Oganda" export. can be competitive in world market •. 

~ Impact. on Nontraditional Export' 

4.2.1, value and volume of NT!I 

It i. difficult to mea.ure the impact ot the ANEPP on actual· 
growth in volume or value ot nontraditional export. becau.e the 
proqram i. only a little over two year. old. Although the GOO 
liberalized trade and opened marketing ot .o.t nontraditional 
export. to the private .ector, during the fir.t two year. of the 
ANEPP, .ome .tate-owned enterpri.e •• till exerted an important 
and even monopoli.tic role over a fev key commoditie.. Moreover, 
ef!ective agricultural marketinq .y.te .. require not only a 
policy and re~llatory environment that otfer. incentive. to 
producer. and marketinq agent., but al.o a .tronq intrastructural 
base with reliable service., and thi. i •• till lackinq in Oganda. 

4.2.1.1. Actual Export. 

It is also difficult to measure ANEPP'. impact on nontraditional 
export. because ot the dearth of accurate data. Much ot the data 
available from variou. GOO agencie. i. incomplete and 
contradictory. The mo.t reliable data at the time of thi. 
evaluation came from the CU.tom. Department. The team had access 
to intormation from the CUstom. collection point at Entebee 
(predominantly airfreight .hipments) and from it. inspection and 
certification office in Kampala (predominantly overland 
shipment.). Together it i. e.timated that the.e two point. 
comprise the source. tor intormation on at lea.t 75 percent of 
NTE.. (It should al.o be noted that the CU.tom. Departaent hal 
not published any report. in more than 15 y~ar., .0 no trend data 
prior to the ANEPP va. available.) 

The customs data trom the.e two .tation. indicate that the value 
ot nontraditional export. hal more than doubled between 1988 and 
1990. The total value. of nontraditional export •. pa •• ing through 
!ntebbe and certified at Xampala vere: $5.5 .11110n in 1988, ,8.6 
.111ion in 1989, and had already reached nearly $6 .11llon by 
July of 1990. 

11 

( 
Co) 

- .. '... " «>;!' ~.;~.,.' j Gt" W"'S'l -: --. _ ..• _.-: ..... --:-.-- ~-~--. - . 
• .,.-~ ____ ---r"~ ____ --,.-



COMMODITY 

Pin.appl.s 
Bananas 
Fr.sh Fish 
Fr •• h Ging.r 
Mix.d Fruit. 
Proc •••• d T.a 
Maiz. 
Oth.r. 

TOTAL: 

COMMOPllI 

Hid.s , Skin. 
Dry Fi.h 
Bean. 
TiB.r 
S'.AlI' 
Maiz. 
Cocoa Bean. 
Oth.rs: 

'1'O'1'AL: 

GRAND TOTAL: 

. . .... III 

Tab1. 1 

customs Data: ENT!BB! 
(Valu. in US Dollars) 

au. u..u U1.Q. (Jan-July 

494,413 252,106 89,466 
25,303 120,6" 28,15' 

4,339 23,213 38,002 
1,850 12,547 6,25' 
5,79S 37,339 20,785 

0 0 132,875 
0 0 95,139 

60,833 52,575 83,197 

592,594 558,448 493,876 

Tab1. 2 

custom. Data: XAMPALA 
(Valu. in US Dollars) 

only) 

UI.l lW l..iU (Jan-May only) 

4,083,421 6,09',360 1,924,191 
6,000 34,333 12,651 

0 427,941 32,127 
330,031 168,180 86,177 

0 1 f 012,148 2,399,449 
263,542 60,202 545,951 

0 0 307,151 
211,305 231.115 Q 

4,894,299 ',032,279 5,30',908 

5,4",893 8,590,727 5,802,784 

~lalJ.la. Li'ICI.I tg IX;O~ 
Th. above .tati.tic. confira the trend. that ••• rq. fro. 
analyzing the oth.r tvo sourc.s ot data. On. sourc. i. the 
Ministry of Comm.rc. which .aintain. a list of .xport lic.ns •• 
tak.n out by .xport.R. 

Th. total value of nontraditional co.-editi •• which v.r. lic.ns.d 
tor .xport by the Ministry of Co ... rc. tro. Jun., 198. throu9b 
March 31, 1990 1. $8 •• 1 .illiod. Thi. figur • .or. than four 
time. gr.at.r than availab1. cu.to.. data SU99 •• t for the s .. e 
period. lV.n if ju.t on.-fourth ($22.0 .illion) of the .xports 
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lic.n •• d durinq this p.riod w.re actually aade, nontraditional 
export. would have increa.ed aiqnlticantly durinq the tirat two 
year. of the ANEPP. 

Ministry of Commerce data tor nontraditional aqricultural export 
licens •• granted durinq the ANEPP to date are qiven below. The 
table b.low include. thoae tive commodities tor which the most 
licens •• w.r. qranted, and the •• v.n commoditi •• with the 
hiqh.rat aqqreqate tace value ot lic.n •••• 

Tabl. ~ 

S.lect.d Licens. Data: Mini.try of Co_erce 

~gtllQQln l11I au 1990* TOTAL YAM 
CPS$) 

1i.h 21 57 37 115 4.9 • 
a.an. 15 36 57 101 13.9 • 
Hide. , Skin. 14 53 15 82 20.2 • 
Timb.r 42 11 15 68 7.6 a 
T.a 9 35 12 56 12.5 • 
S.s ... 3 14 21 31 7.0 • 
Kaiz. 10 3 11 24 10.4 • 

TOTALS : 114 209 168 491 76.5 • 

*The data for 1990 only cover the p.riod January 1 March 31. 

While thia data auat b. used with caution, it confirms the trend. 
that .m.rqe fro. the cu.to .. Deptarea.nt stati.tic. and tro. 
int.rview. with export.rs. That i.: 

4,2.2. 

Bide. and .tina ar. the l .. dint non-traditional export 
co.aoditYI 
s ..... i. growint rapidly in iaportanc" 
Food.tuft. ('.9 ... ia., bean. and •• oked/fre.h fiah) 
are nontraditional export. ot .iqnificant valu.: and, 
P.ri.hable fruit. and veq.table. dep.nd heavily upon 
air cargo and the loa. of Oqanda Airlin •• ' air carqo 
capacity has affected the .xport of tho.e it .... 

priyat. S.ctor Participation in Nontraditional IxpOrt 
Mark,tiog 

Export.r. noted in intervi.w. t;hat an .xport lie.na. i. 
fr,quently not u.ed. Int.rvi.w. vit!l 11 w.ll-.. tabliahed 
.xport.r. of nontraditional crop. indicate that they used about 
70 p.rc.nt of the lic.ns •• which th.y toot out. In contra.t, 
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• cm. trad.r. (bu. in ••••• In9a91d in .ny ~ind of buying .nd 
•• lling, not primarily in the .xport bu.in ••• ) have .1.0 taken 
out lic.n ••• tor sp.culative PUrpol •• and n.v.r u •• d th ••• 
(curr.ntly, many trad.r. are sp.culating by taking out I.saml 
.xport lic.n •••• ) Th ••• sp.culators are abll to do thi. b.causl 
the .xport lic.ns. f •• i. relativ.ly low (on. p.rc.nt of the 
C.I.r. v.lu. of the .xpcrt .hipmant) and not payabll until the 
.xport •• r. actually r.ady for Ihipm.nt. Th. t.a. w.s unabll to 
asclrtain the pr.cis. perc.ntag. of lic.n ••• tak.n out on 
speculation and not u.ed. Ba.t l.ti.at.1 .ad. by GOO official. 
are that no .or. than 50 p.rc.nt of .11 lican... illu.d have b •• n 
us.d; but qiv.n the cu.toa. data abov., .ven that •• tiaatl .ay b. 
too.hiqh. 

Th. Ixport lic.n •• data is, hov.v.r, indicativ. of the private 
•• ctor r.lponl. to the qrowth in opportunltll. to In9aq. in 
nontraditional .xport. during the period of the ANEPP. Indeed, 
the v.locity ot lic.n ••• b.ing tak.n out tor .o.t nontraditional 
.xports i. incr.asinq, which indicat •• that n.v aark.tinq 
chann.l. are b.inq •• tablish.d by the private •• ctor. During the 
p.riod und.r rlvi.v, the roll of Itat.-own.d .nt.~il.' in 
nontradtional exports wa •• volving. Major chanq •• tor tho •• ot 
qr.atlst importanc. includld: 

Hid •• , Skin.: the Uganda Leath.r and Tanninq Industry 
aonopoliz.d rav .xports until Nov.aber, 1988, and it 
.till control. .xports of tr.at.d hid.. and Ikins by 
virtur. of its own.r.hip of the only proc ••• inq 
facility in the country; 

~ the Uq.nd. T.a Authority monopoliz.d .xports until 
July, 1990 wh.n the first f.w private trad.rs and 
coop.rativ •• w.r •• llowed to .nt.r the aark.t; 

Tlab.r; Uganda Hardv_r.s Ltd. .onopolized .xports until 
Jun., 1989, thus peraittinq priv.t ••• ctor involvement 
until Marcil, 1990, wh.n the GOO IUSpended furth.r 
tiaber 'xport lic.n ••• until an ........ nt of for.stry 
r •• ourc •• could be sade. 

An analYli. of the cuato .. Deptarta.nt .tatiltic., .xport 
lic.ns •• data, and int.rvi.w. with .xport.rs indicat •• that: 

Th. policy r.ton. lupportld by the ANEP Proqru 414 
provide inc.ntiv •• to 'xporters to comm.nc. or 
accelerate purchal.. fro. N"1'Z produc.r.. Thi. led to 
an incr.as. in th. voluat of nontraditional .xports. 

Iner.a... in the volu.e of .xports caaa troa increal'. 
in production ot ca.aoditi •• that v.re falrly easy to 
achi.v. becau •• the eoaaoditi •• w.re on •• which .any 
Ugandan. are .lr.ady harv •• ting, th.y do not require 

14 

~ .• C"'i,:"" •• !-.. .,.. .. w_~, ...... ~:;._. ~ .. "" . ..,...p .... , _ ....... ...,.._--,... ___ . __ ._ ............ . 



.. 
• 

~" .. 
Ip.cial far.inq and huabandry practic.I and •• rk.ta 
.xilt vithin the r'qion for th... Ind.ed, .oat Itapl. 
food. lic.na.d for .xport v.r. lold to n.iqhborinq 
countries and could eaaily be transported to markets by 
truck. Hide. and akin., althouqh exported to Jurope 
and the Middle Eaat, are also transported overland and 
then by.... Whil. not a food crop, th.a. pointa also 
apply to timb.r. 

Th. dram.tic improvem.nt in the aain hlqhwaYI within 
Oqanda durinq the paat three year. qreatly facilitated 
the increaa. in •• rk.tin; of co .. editie. both vithin 
Oq.nda and for nontradition.l export. to n.iqhborinq 
countri ••• 

So •• nontraditional commoditie., especially exotic 
fruit. and veqetabl •• , did not experience the same 
dramatic qrowth in export volume. b.caus. of th.ir 
special production and marketinq r.quir .. ents. The.e 
commodities are hiqhly p.riahable and r'quire 
refriqeration from point of harvest to point of sale. 
Most require air carqo shipment to reach th.ir ultimata 
market while still fre.h. (H.nc., the lOll of aircratt 
by Oqanda Airline. adverl.ly affected pineapple 
export., for exampl •• ) Moreover, attractive and 
appropriate packaqinq il required for th •• because of 
the hiqhly competitive mark.t. for vhich th.y are 
deltin.d (primarily Europ. and the Middl. lalt). 
Unfortunately, the mark.tinq infraltructure r'quired 
for these commoditiel h •• b •• n almolt totally lackinq 
for the p •• t two y •• r •• 

Finally, it .hould b. e.phasized th.t mark.tinq arranqements for 
all nontraditional .xport. are fraqile; .Olt aark.tinq hal be.n 
conducted on an ad hoc bali.. Lack ot infrastructure and the 
ab •• nce ot r.lation.hip. of trust betw •• n mo.t producers, buyinq 
aqent. and .xport.r. has li.ited the qrovth ot .tf.ctive 
aarketine) sy.t_ in r •• pons. to the policy r.toraa supported by 
the ANZPP. 

~ Iwpact. on ley Icono.Ic Actor. 

4.3.1. ""'fit Incid,ne. Among Targ.t Group. 

Th. d •• i9ft docum.nt id.ntified five principal cat.qorie. of 
b.n.ficiari... Th ••• w.r.: NTZ .xport.r., C.l.P. i.porters and 
th.ir cli.nt.l., producer. ot NTZ co.-editi.s, buying aqenta in 
the aark.tine) proc... for various co.aoditi •• and users of 
i_ported co_editi,. brouc;ht in und,r the iaport halt of the dual 
licen.ing .ch .... 
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Izport.r income. do appear to have ri.en, thougb largely tro. the 
import trading margin and not th.ir export earning. a. expected 
und.r the dual licen.ing .ch.... Tho •• who w.r. al.o C.Z.P. 
beneticiari •• i.ported bag. and oth.r ite •• they had previou.ly 
been unable to obtain in the quantity and quality needed tor 
export. Throuqh the C. I. P. th.y rece! vee! the bag. they needed at 
a price that wa. at l.a.t SO p.rcent below the local .ark.t price 
in contrast to oth.r import.r. ot bag. who only bad acce.. to 
tor.ign exchanqe at the parall.l market rat •• 

I.po~t.~1 &D4 UI.rl of C.I ••• COIao41tl •• : Ond.r the C.l.P. to 
date, the follovin9 comaoditie. directly related to production 
and aarketin9 have baan iaportad: 

Tabl • " . 
C.l.P. Co .. oditi.s und.r ANIP' 

COMMODITY 

Gunny baq. 
'ishn.t. 
Fertiliz.r 
Denier bag. 
I.proved .eed. 
Panga .aterials 
Pineapple/Vegetable 
carton. 

OUWI'I'X 

4,S30,400 
",300 

1,000 a.t. 
525,200 

not available 
not available 

206,000 

DUll ($) 

2,'30,9'0 
512,66' 
441,500 
300,000 
187,853 

93,519 

180,440 

In .0 .. instance., the quanti tie. ot the •• co .. oditi ••• uqqe.t 
that b.n.tit incid.nce has b •• n relatively narrow. rav •• eds 
have actually ):)e.n imported, and th, amount of tertiliz.r i. 
neqliqibla. Thu., tha .vid.nce that taracr. directly bene!itted 
on any broad .cala i •• canty. C.I.P. i.portar. ):)enetitted 
.xten.iv.ly, dua to the windtall realized by the foreiqn .xchange 
rat. ditterential. Tho •• who w.re al.o export.r. ):)en.fitted tro. 
obtainincJ the nec .... ry packaging uterial. to penait th_ to 
realize inco •• gaina Oft their exporta. 

The i.porter of fi.biftCJ net. and outboarc1 acton sold tho.e 
products to individual fi.b.raen, uin1y n.ar Late Victoria. Th. 
fi.hing indu.tZ'Y i. growinq. Traden report that then ha. ):)c.n 
an inc rea •• in the naber of fi.hift9 boat., there are thr.e new 
fi.h packing plant. and a nuaber of •• al1, inforaa1 proc ••• or. 
have expanc:Sad th.ir operations. Th •• e plant. reflect .. jor 
capital inve.taenta by donora and other private .actor donor 
guarant.. progr_, but are pre.i.ad on the tr.ater and acre 
re1iabl •• upply of fish generated in part by the iaportad neta 
and aotor •• 

fte fina that i.ported .t •• l, .anutactured 52,200 panga., a _11 
nuaber relative to the potential aarkat of 2 .ill1on rural 
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households. A panga is the !a.t African aach.t. which i. on. ot 
the .ajor tara impl •• ent. ot •• all-.cale faraer. (the other beinq 
the hoe). Al.o.t all of the.e panqa. have been .old and are 
beinq u.ed by taner. and other. in rural ar.a •• 

Marketinq .y.t ••• , outside ot outgrower .ch.... (many of which 
pre-dated the ANEPP) are so weak that it unlikely that conaistent 
price .iqnal. are being .ent to producer. of BODtr.4itio~.1 . 
esport commoditi •• a. yet. Although tor certain co .. editie., 
.uch as hide. and 'kins, beans and ••• ame, price incentiv •• have 
aff.cted the availability of .arketable surplus, there is le •• 
c.rtainty that actual changes in on-fara resource allocation 
toward NTEs hal occurrec1. Counter exupl •• , .uch as the ae.t 
and crash ot .. ile prices, .ugg.st that producers vill continue 
to rationally diver.ity their ri.k aero •• a nuaber ot 
ca.aoditie •• 

Th.r. i. al.o anecdotal evidenca that non-price factors influence 
producer deci.ions. The civil di.ruption had returned certain 
communiti •• to barter trade, but now traders ar. purcba.inq tor 
the export market, which has reintroduced ca.h to the rural 
economy. Lack ot i_.diate paY1lent hal been an i •• ue in the 
cotfe •• ector, cau.ing many producer. to .iniai.e their 
inve.tments in cotte. production. Buyer. ot NTZa have been 
payinq ca.h on the 'pot, thus providing an additional producer 
ben.tit. In a tev instance., exporters or .arketin; cooperativ •• 
have been providinq difticult-to-obtain input. (.uch as soybean 
••• d) to taraer. , ea.ing another non-price con.traint. 
Intoraation on the benefit incidence ot the.e other factor. 1. 
extre •• ly .potty, however, and require. additional verification 
and quantitication. 

others i. the .artetia9 &ad ,roce •• iag .y.t ... : Many ot the 
buyil'l9 agent. live in I_pala. S01M are put on very laited 
contracts by the exporters, othen are full ti_ uployee.. The 
systea i., as yet, not generating large aaount. of a.ployaent. 
Th.re .. y be .0IIII aploYJNftt Mint ,eneratecl 1A I'Uftl anu in 
guardift9 .torage .It_ aDd, Oft a sporacUc baala, 1a band11nt. 
However, the.e inco.e ,.ina cannot be conaidered .iqnlflcant, or 
widely dlstrilNtecl at pre •• nt. JUrtberaore, Jlafty proceH1nq 
facilitl.. lack adequate .uppli .. , or have recently been put on a 
co_peti ti ve footift9, and are thus not oparatift9 at full capac! ty , 
or are actually reducing eaployaent to realile efficiency ,ains. 

Th. volu.. of Laporta under the dual licen.ing ach ... has been 
... 11, so benefit incidence to .4-\1 •• 1'1 of laporte uder the 
ezpon/illpon .oh.e vas probabll' al.o relatively lOVe Koreover, 
the •• benetits are indirect and very difficult to trace. 

•. ,.2, qeographic Diatrtbgtlon of lenefit-

It 1. noteworthy that an unintended benefit ot tbe AlBPP'. 
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r.duction in .mphasia on cott •• a. a •• jor export •• m.r, and the 
eons.qu.nt ••• rq.nc. ot erops auch .a a.s ... , ~eans and hid.a and 
akin ••• significant NTI., shitt. the locus ot b.n.fits away trom 
the "t.rtil. er.ac.nt (Bu9anda, auaoqa and 8Uqiau)- and toward 
.om. ot the 1 ••• w.ll-endow.d reqiona, vhich hav., at l.ast 11nc. 
the colonial .ra, b •• n the hav.-nota in Oqandan loci.ty. S.sam. 
is qrovn in the dri.r north.rn reqiona, liv.atock art raia.d in 
the w.st and the north.aat and ~.ana ar. produc.d in the populous 
tar louth. Th. li9niticanc. ot thia diatribution ot NTI b.n.tits 
Ihould not ~. und.r.stimated in t.rms ot ita political impacta, 
.sp.cially it the d.v.lopm.nt ot intrastructure and aark.t 
intoraation .yat ... tollows th.s. lin •• a. v.ll as the glitzi.r 
horticultur •• ub •• ctor. 

s. PACTOBS INPWJ:NClMej PDlOBJtW(CI AHJ) IMPA<:T 

~ Macro and S.ctoral leonpaic 'aetorl 

Th. AHEPP CIP was obligated in Augu.t 1988. By January 1989 a 
$7.S aillion tatt.r ot Coaaita.nt had bt.n .stablish.d tor the 
tir.t tranch. ot tundinq. By Jun. 1989 the CIP application 
proc ••• va. movinq alon; amoothly -- A.I.D. had r.c.1v.d 27 
import application. and had approved tran.aetion. valu.d at 
approximat.ly $2 a11110n. A probl •• d.v.~op.d vith the .zoh&Dq. 
rat.. Th. otticial .xehanq. rat. va. USb 200 • $1, the parall.l 
rat. va. ov.r 400 and the Gov.rnaant t. Special Iaport Proqr .. 
us.d a rat. ot USh 400 • $1. Th. lank ot Uganda vanted the 
A.I.D. CIP to .ov. at the 200 rat. vhil. A.I.D. vanted to u •• the 
400 rat. in ord.r to .liainat. vindtall protits. Th.re va. an 
iapa ••• and CIP di.bur •••• nt. ground to a halt. By March 1990 
the otticial rat. had been rai •• d to n.arly 400, vh1ch wa. by 
th.n clo.. to the parall.l rat.. At l.aat n1n •• onth. pa •• td 
vith no C.I.P. di.bur •••• nt. b.tor. the probl •• va •• olved. Th. 
d.lay in CIP di.bur •••• nt. al.o •• ant that local curr.ncy va. not 
beinq g.n.rat.d. Th. liaited a.ount. ot local curr.ncy available 
v.r. progr .... d to .upport IPADUts op.ratinq co.t. and the aSAIn 
Mi •• ion'. Tru.t lUnd, but th •• e v.re inad.quat., and the Ki •• ion 
va. forced to rtqUe.~ fro. th. GOO an advanc. of USb 241,000,000 
on 'xpected g.n.ration. fro. th. C.I.P. ~n order to ... t ita 
local operatinq opens.. duri.ft9 th. period. 

The indigenou. privat. •• ctor i. favorably viewed by policy . 
ule.rs, and, ind.ed, i .... n a. the pri_ aov.r ot the .cono.tc 
r.vival. As on. bigh-l.vel COO otticial r .. arked, -th.y are on a 
1'011.- How.v.r, the private •• ctor i. rebuilding fro. a 
.batt.red bas. and, r_taberinq the l ••• on. of hi.tory, .xtr ... ly 
cautiou.. Thu., the aup,11 r •• po.a. of the pro4uctiY. s.ctors 
.. y have ba.n .low.r to date than the policy .. .k.n "ould lio, 
and th.r. i. the ri.k that -r.(ora fatiqu.- vil1 Nt in and the 
gov.rnaent vill bac:Jt-pedal on policy r.ton. TIli. point. up th. 
cri tical role that balance of paya.nt. ,upport baa ud in 
.u.taining a high l.v.l of taport., i ••• , providing the input. 

11 
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and the ti.e to allow the productive .ectors to accel.rate 
output. 

There are a tew initial indicators ot bUlin ••• confidenc.. A 
local banker r.ports that the ratio ot t.ra d.po.its C.avinql) to 
curr.nt d.po.it. (checkinq) ha. doubl.d troa 15 percent a y.ar 
ago to 30 perc.nt today. This 1. in r •• pon.e to a .erie. ot 
retorm m.asur •• to control intlation and li~raliz. control ov.r 
inter.st rate.. Intere.t rate. are nov real and po.itive .nd 
individual. teel comtortable holdinq .avinq. d.po.it ••• a .tore 
of wealth. Al.o, there i.curr.ntly a private .ector r •• id.nti.l 
and commerci.l con.truction boo. in Uganda in re.pon.e to the 
qenerally i.proved busine •• and lecurity cliaate. The GOO ha. 
provided no foreign exchanqe tor private lector buildinq luppli •• 
and equipment and intoned otficial. report that .uch aportl 
were financed l&l'iely via the -no torex required- r..;iAe. 

Ontil early 1988, Itate-oYD.4 .~terpri •• s doainated .xport and 
domestic mark.ting of the aajor agricultural co .. editi •• produced 
in Uganda. AI part of it. policy r.fora prQCJna, howev.r I GOO 
policy makers d.cid.d in 1988 that the Gov.rnment did not have 
the tinancial r •• ourc.s to .ustain the mark.ting operations of 
inetticient .tat. owned .nt.rpri •••• 

The litting ot monopoly rights to market .pecified commoditi •• , 
combined with an end to the .ubsidization ot the .tate owned 
enterpri.e. hal meant that the .tate owned enterpri.e. have been 
directed to .pecialized aarketing niche., .uch •• bart.r trad., 
and the provi.ion of grading and quality control ........ nt 
service.. This hal leveled the playing field con.iderably tor 
private sector operator.. Evidence trom the licensing and export 
data indicate. that private entr.preneur. are aoving .trongly 
into marketing of coaaoditi •• toraerly monopolized by the .tat. 
owned .nt.rpri •••• 

~ The Phy.ical and In.titutional Infrastructure 

Tbe t~ ... port .etwo~. -- road, rail and air -- provide. the yital 
link between the faEWer and the torei9)' con.uaer. In the last 
three year. .o.t ot the trunk roads bave been rebuilt and work on 
the teeder roads ia just startiftCJ. Area. ot the country that 
were coapletely cut-ott can nov aip good. iA and~. Anu 
that took day. to reach nov can be reacbacl in a aatter ot hours. 
A si.ilar ettort ba. been launched to upgrade the railroad •• 
While in 1916 only 264,000 ton. vere carried by rail, the tonnage 
had increa.ed to 912,000 tons in 1919. Air cargo facilities at 
Entabbe Airport are outdated and inadequate and have not been 
u.proved • 

.. ~ •• ~lJl9 rao~oZ'. att~inq elqtort.: Increa_ 1ft volUJM ca.e 
tro. incre.se. in production which vere fairly easy to achiev. 
tor the .. jor co..odities aantioned above becau .. they are crop. 
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that aany Oqandan. are already qrowinq, they are t .. iliar with 
their tar.ainq require.ents, .nd the .arketinq ot .uch ceamoditi •• 
doe. not require sophi.tic.ted intr •• tructure nor .pecialized 
knowledqe and .leill. that are not ••• ily obtain.):)l.. The .\lapp 
help.d to incr •••• opportuniti •• for .arketinq tor bulk 
commodities th.t v.r. alre.dy b.inq produced but not aark.ted 
.ttectiv.ly. 

On the oth.r hand, .0 .. of the oth.r non-traditional .xport., 
•• pecially tra.h fish, .pice. (.uch a. ging.r) and .xotic fruits 
and v'9.ta~1 •• , 40 have .peclal aarkltinq requ1r ... ntl, 
•• p.cially 1n t.raI of the kind of infra.tructure, in.tltut1on., 
•• rv~ce. and .kill. and knowl.d9' n •• ded to produc. and markat 
th ••• ffectiv.ly. In addition to the air carvo proJ)l_ 
.xporter. ot tra.h produce for the European and Middle la.tarn 
.arket. have, th.re ar. oth.r infra.tructural and .. rvice-ralated 
probl... tor th.s. commoditi ••• 

The lack of reliabl., attractiv. paoka9iDq .aterial. i. anoth.r 
.ajor con.traint. In addition, production of the.e crops 
requir •• tight oontrol ov.r the qualitl1 si •• aDd app.arano. 
(color, .hape and lack of ):)rui.inq) of the product. Thi. vill 
require clo.er coerdination betw •• n export.r. and ~y.r. in 
ever.ea. marleat. a. w.ll a. between .xporter. and produc.r •• 
Ind.ed, at this time, the .o.t .ucce •• ful exporter. of tresh 
produce are the tarmer.- organization. and bu.ine •• aen and wo.en 
who .xert aor. quality control ov.r the production and packaqinq 
of th •• e commoditi... Onc. produced, th ••• coaaoditie. require 
careful handlinq tro. the tal'll9ate to the point of export. Ther • 
• u.t be ad.quat. and appropriate tran.port, .special1y oold 
storaq. truck. and var.hous •• at coll.ction and .hip .. nt point •. 
Th •• e faci1iti •• ar. virtually aDs.nt at the pr.sent ti .. in the 
aarketineJ syat.. tor borticul tur •• 

A distinct difter.nce in the .tf.cta of the iaprov .. ent. in t~e 
adainistrativ •• 1It ..... rg.d in diacu.siona with .xport.r •• 
For large-scale operators, vbile the process i. atil1 cuaberso.e, 
the uncertaintie. aDd the 10ftCJ proces.i,. tiM baa Men r.utlY 
reduced. Non-traditional export.rs are ,eneral1y Ati.f ad vith 
the progr... in streaa1iniftg the .y.t.. and loot forward to acre 
proai.ad iaprov ... nta. ror the.e .xporter., then ba8 been a 
cl.ar reduction in export control., regulation. and processinq 
ti... Non-traditional export.r. are .ncoura,. by tbe .. chanq ... 

On the other hand, for fira. with s .. ller value and voluae, 
atre .. linift9 01' .1aplitytng the procadur .. fol' ,etti,. an export 
lie.... doetl not se.. to have taken full eftect durint the 
period under review. One vo .. n exporter atateeS that 1a.~ year it 
took bel' one month fro. the date ot application to tile date ahe 
received her export 1icena., bu~ tId .• year it only took bel' two 
veeka. Iapleaantation ot tbi. a.pect ot ~ retor. tor ... 11-
acale entrepr.neur. i. proc.edinq .low1y. 
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Mi •• ion-GOO polic7 dialogue on the .ajor i •• u •• of ANlPP (i .•• , 
for.iqn .xchanq. regim., r.duction of bur.aucratic control. on 
.xport. and qr.at.r involv.m.nt ot the private s.ctor in all 
pha... ot NT! production and marketinq) va. carried on at a 
•• nior l.v.l on bOth .id... The team va. inforaed of this at the 
out •• t, vh.n it va. indicat.d that all of tho •• able to discu.s 
to r.for. proqram in d.tail v.r. at the l.v.l of the Peraan.nt 
S.cretray or above (with the .xception ot on. or two head. of 
d.partm.nt. vithin the BOO and the Director of IPAoo). Thi. 
approach to the policy dialoqu. bad it •• trenqth. and v.akn.ss ••. 
On the on. hand, it lent a qr.at deal of credibility to decision. 
r.ach.d. On the oth.r hand, it pro~bly led to aoae slown ••• in 
policy iapl.a.ntation. 

Th. Mi •• ion worked v.ll vith oth.r donor., each ot wboa appears 
to bav. tound • eoatortabl. nich. in th. cSialoqu. iD U9anda. Th. 
Xi •• ion both provid.d intormation and I.rved a •• l0un4inq board 
and lourct ot .upport tor aark.t-oriented GOO propo.al •• 
R.cently, the Mi •• ion contributed an .conoaic background pap.r, 
Trad. POlicy and Inye.tm.nt R.gyirem.nt. to Facilitate IXport 
piyersification, to the World Bank'. Structural Adju.taent Credit 
d.siqn, drafted by the A •• i.tant Director. A.I.D.'. ov.r.ll 
.tance in policy dialoqu' can b. charact.rized a. positive, 
.ncouraqinq and co11191al, and k.y to the r.alization ot the 
'xport/import lic.n.inq .cham •• 

In reqard to polioy i.pl ... atatioD, the kind ot dialoqu. in which 
the Mi •• ion .nqaq.d va. v.ry .ffeetiv. for d.cision. that could 
b. tak.n by and iapl ••• nt.d by ... 11 numb.rs ot peopl.. So, for 
.xampl., the d.eislon to •• tabli.b a dual lie.n.int syst .. va. 
followed by .ff.etiv. impl.m.ntation of that .yst ... 

Deci.ion. that had to be iapl ••• nted by l.rg. nuabtr. ot civil 
•• rvant. at lov.r l.v.l. in the bur.aucracy w.r. 1 ••• 
succes.fully operationalized tor a vari.ty ot reaaona. 

Tho.. r •• pon.ible tor t8pl.aantation vera ao.etiae • 
• iaply iCJDoran~ ot a cban;e. '!'be CUStca8 qat. Oft the 
bord.r with Xenya, tor exuple, •••• rted that the dual 
licensing .y.t .. r'quireaent that .. mad tore 19ft 
.xchante be retuzoned. to the country in tilt tOI'1l ot 
qooU va. .t111 the 801 .... na· by vb1c1l .. exporter 
could r'patriate bi. or her umiDq •• 

Slown... 1n r.tor. iapl ... ntation ott.n arl.e. trca the 
tact that the priJaary -lo .. rs- art t.ha.. who aust put 
the r.fona .e.sure into practica. TIli. va. lilt.ly the 
cas. in respect to str ... linift9 licansinq procedures. 
Th. granting of official sanction. aucb a. licenaes 
often .fford. aD OPDOrtunity to vield ~ 
ll9iti_t.ly (a. vel1 a. attord1n9 aageDdo 
opportunitie.). The Deputy .lnl.ter of co-erce stated 
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that hi •• o.t ditficult challeng. va. reorienting the 
Moe civil •• rvants' Iway trom an entorce •• nt .indset and 
toward a .ervice orientation, and that this proce •• had 
only ju.t bec,un. 

Inadequat. planning (i ••• , a lack of clarity a. to who 
will take action Ind vhat •• qu.nc. ot Itep' is to be 
tollow.d) al.o cau •• i.pl.mentation br.akdowns. Th. 
r.gionalization of licen ••• , part of the package of 
.treamlining, appear. not to bave occurred becau.e the 
re.pon.ible entity at the di.trict level had not been 
identified, and a .erie. ot at.pa actually tran.f.rring 
the tunction had never been outlined. 

Equal credit tor .tfectiv. policy dialogue in Vganda au.t De 
given to the Go.ernaeet of Vqaada ,oli07 retor. proce •• , and to 
an ieor.a.iagly artioulat. lAd or9aaile. private .ector. EPAOO, 
1n it •• ix month ot full operation, hal aad. a .igniticant 
contriDution to .trenqtheninq the GOO in brinqiD; eapirical 
analy.i. to bear on policy probl.... In fact, a. tar a. trade 
policy i. concerned, re.pon.ibility tor analy.i., vheth.r for 
A.I.D. ot tor the GOO, has larg.ly ahitt.d to EPADO. 

It the Mi •• ion'l approach hal any dravbacks, it i. that th.re i. 
heavy dependence on a t.v k.y play.rs, who, on both V.S. and GOO 
side., are vulnerable to rep1ace.ent or r.po.itioning at any 
tim.. It .iqht al.o have provided aor. a •• istance in a •• uring 
that tho.e in lower ranks re.ponsible tor impl •• entinq the policy 
had the knowledge and the will to let with all deliDerate .peed 
on the change.. The tea. did obs.rve loa. rivalry and delay. in 
impl.menting policy d.ci.ion. which .ight have b.n.tit.d fro. 
out.id. a •• i.tanc •• 

In oqanda, the year. ot political turaoil and econoaic 
ai.manag ••• nt have tak.n th.ir toll on .artet relatioa.hip'. 
Private bu. in ••••• lack .o.t of the ba.ic condition. that ar • 
•••• nti.l to any tree urk.t .y.t .. : ••• ured land UN ripta tor 
co ... rcial properti •• , a .y.t .. that reco;n1a .. and enforces 
contraQtsl establi.bed .nd acc.pted r.'ponsiDllities between 
buy.r. and s.ll.rsl intoraation on .. rkata and price., and 
liaison and contaeta in toreign .ark.ta. As a r •• ul~, .oat 
.nt.rpri ••• are hl;bly div.r.itied againSt ri.t r.aultlnt 1n ~y 
.bort-tel'll, ad hoc, ·one-.bot· tran.action.. '!'b. pa.t political 
and econo.ic situationa a1.0 r •• ulted in a lack of tru.t and 
contid.nce th.t have d.layed the d.v.lopm.nt ot 10ng.r-tera 
projects and bu. in... relation.hips, aqain Decau ... ntrepreneurs 
r ... in risk-aver ••• 
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~ POliey Conditionality 1, the Critical Factor in An stflctiy. 
I.tora prograt 

Th. A.I.D. grant agrl.m.nt and the P.L. 480 agrl.m.nt tor the 
ANEPP contain.d a number ot condition, Ind covananta r.lated to 
the .xchang. rat., mon.tary policy, .xport r'qulationa and 
proc.dur •• , and inc.ntiv •• tor non-traditional Ixport.. Th. 
impact of the r.form. ~a. d.p.nd.nt upon the Gov.rnm.nt's abLlity 
to .ucc ••• tully Idopt Ind lmpl ... nt the n.v polici... Th. 
I •• i.tane. could have b •• n in the tora of a loan or a 9rant and 
it could have b •• n provid~ as a ca.h transt.r, a coaaodity 
iaport proqraa (CIP), P.L. 410 coaaoditi •• or .v.n a project. 
Th. k.y factor vas the quality and appropriat.n.s. ot the policy 
r.tora., not the A.I.D.- financed co..oditi... In tact, th.r. 
va. little r.lation.hip b.tw.en the co.aoditi •• finanet4 and the 
r.form.: •• t., PL 480 tallow for cb&ft9la in air fr.ight ratl' 
and air fr.ight faciliti •• : CIP gunny baga for chang •• in trade 
r'9\11ation. and Ixport ine.ntiv... In policy r.tona progr," 
w.ll conc.iv.d Ind impl.m.nted polici •• ar. critical to ,ucel"i 
the modality ot a.,i,tanc. i. not the gritical factor, 

~ pby,igal Infr,.tructur. i.~itiell 

Th. y.arl of political and .cono.ic tur.oil had graatly damaged 
Oganda' I tranlport .Ylt_, and uny rl9ionl v.r. isolated. In 
the lalt 3 y.arl mo.t of the railroad. and trunk roadl have b •• n 
rabuil t and vorle on the f •• d.r road. i. und.rway. Ar.a. of the 
country that v.r. co.pl.t.ly cut oft can nov Ihip goods in and 
out. Ar.a. that took daYI to r.ach nov can be r.ached in a 
.att.r of hour •• 

Polici.. ar. important but it the phy.ical infra.tructur. 1. 
lacleincJ, the r •• ul tl vill be .in1Ml. Th. road and rail 
r.buildincJ progrll hal b •• n a .. jor r.a,on behind the growth in 
non-traditional .xport.. Good infraltructur. i. a. ilpOrtant al 
9cgc1 polici ••• 

~ Marle.ting SV.t... and aulin... Infra.trygtur. ara alao 
Crucial 

Th. private •• ctor proved able to take advantag' of .. rut 
opportuniti •• to turn a quick, speculative profit. Rov.v.r, it 
tak.. a long tiat to •• tablilh r.liab1. aark.t and bu.ine.1 
r.lation.hi~, and to r.alil. the payoff. to nte .... ry capital 
inv •• ta.nt. whieb vill provide the foundation t~ su.tainabl. 
incr.a... in production, .ark.ting and exports. Tbe .. rktt and 
bu.in •••• nvironaent. are al,o,affected by 9OY.~ polici ••• 
In addition, the bu. in... environ.tft~ i. .~1l1 cona~~ by 
.xc ••• iv. gov.rnaent rlCJUlationa and bureaucratic procedurH 
alo09 vith gov.rna.nt para.tatal. that r ... 1D doa1nant tor aany 
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crop. and indu.tri... Poliey r.f0rl' 'nd tran'port 
intra.tryctur. Ir. important but bUlin.ss.. allo r.quir. , 
lupportiy.· m,rk.t 'vlt •• and bUlin ••• infrlstructur. if th.y ar. 
to und.rtak. 10ng.r-t.C' iny.stm.nt. 

~ SUCCIS' DlP.nd. ypon Choo.ing the Bt.t Tactical Approach to 
policy a.fora 

6.4.1. Th. PI.onstration Eff.ot ot Policy Ching... Many LDC 
gov.rnm.nt officill. Ir. not tully convino.d of the value of tr •• 
• ark.t. and private I.ctor-ltd grovtb. Th. ANIPP u.ed • 
demon.tration approach to both for.ign .xchanq. liberalization 
( i ••• , .hevin, how the pri vat. sector liouleS r •• pond to bigher 
for.ign .xchang. rat •• and th. ability to r.tain for.liD .xchanq • 
• arninq.) and to gr.at.r private I.ctor participation 1D 
production, .ark.tint and 'xport. A •• r •• ul~ of tbt 
demon.tration .ff.ct, GOy'rnm.nt offioi,l. y.r. unifora1! 
impr.ss.d with the p.rform.nc. of the priy.t. ..ctor and .r. 
con.id.ring furth.r policy r.form' that will .xpand the roll of 
the priyat. ,.ctor. 

6.4.2. Start with limited policy r.fora obj.ctiY.1 that can be 
achiev.d in a .hort til' period. A.I.D. Iucc •• lfully .upport.d 
policy r.form. that have gr.atly iaproved the pro.peet. for 
non-traditional .xport.. AI a tactical a.alur. this aad. 
l.n •• --10 198. Oganda had a va.t array of •• riou. difficulti •• 
and A.I.D. had 11.ited r •• ourc •• to tackl •• ucb probl ... a.: 
rebuildinq the trao'port Iy.t .. , IDcouraqlnq aqricultural 
d.v.lop •• nt, and r.foninq fi.cal .nd acn.tary policy. By 
focu.inq on a liaited •• ctor A.I.D. va. able to .ucc ••• tully 
apply it •• xp.rti •• and r.aourc... Tac%!cally. at the .tlrt ot A 
progr... it alk •• I.n •• to eonc.ntI.t, on , li.ittd and 
.an'g.apl. tl.k. How.y.r. a. a proqr •• d.y.lop. A,I.O. DIed' to 
aRY' to oth.r. eowpl,..ntary I,tOri" 

',4.3. A.I.D. n'Id' to d.ll yith bro,d.r tor.ign ,xchlng' 
policy r.t0rll. Vbil. tbe .ucc ••• ful A.I.D.-.upported r.toraa 
are 1JIportant, non-traditional exporta account tor on1J' 5 perc.nt 
of total .xport.. t1qanda n.ed. to acv. the oth.r 95 percent of 
it. .xport. to • r.ali.tic for.1gn .xchahq' rat. and it n.eds to 
i.prov. it. i.port lican.ift9 .y.t... Wbil. A.I.D. i •• 
r.lativ.ly ... 11 donor, it can build on ita dl80nstrated IUCC ••• 
vith non-traditional .xporta a. it york. clo •• ly yith ~e lor14 
lank Ind the tMl on r.tora ot the broad.r tor.ign .xcb.nqs 
ay.t ••• 

L.I A SU'~lint4 Capacity tor Policy Maly'!' Syppor1:. th. I.fora 
frQC'" 

In trqan4a at the pr ••• nt tiM, 'th.re ar. 1n plac •• ..,eral k.y 
factor. which appear to facilitat ... rk.t-oriented policy refota. 
Th.r. ar.: a) a critical .... of policy deci.iona.k.n, ~) open 

2. 
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and hone.t deb.t. on propo •• d •••• ur •• , c) a ste.dy supply of 
e.pirical an.lysi. supportinq the policy option. presented tor 
.ction and d) a supportive body politic. The country's recent 
hi.tory .uqqests that the .conoaic qoal. tow.rd which it i • 
• trivinq can be r •• ched. R.pudiation ot .cono.ic .is.anaq.ment 
and political repr ••• ion ot the Amin era aay also .ake the retorm 
ta.k more acceptable to the .ajority of Oq.nd.n •• 

A.I.O. hal •• d. a liqniticant contribution to .I.urinq th.t th.r. 
i. a steady lupply ot "piric.l .n.1Yli. in the con.id.r.ticn of 
Policy option. by it. support to IPAJ:)O. CUrrently, bowever, the 
function. that IPADO i. undertakinq are partially trade policy 
an.ly.i. and parti.lly export.r .dvisory lerviea.. 'rhe •• 

. function. fall within the purvi.ws ot two 4itt.rent .inistri •• at 
be.t, .lthouqh the l.tt.r aay .c.t appropriately be a private 
.ector tunction. Moreover, a. nov planned, .PADO vill be 
di.banded wh.n A.I.D •• upport .ndl. In order to IUPPOrt the 
policy r.tora procesl yith I constant floy oC '.priricI1 
Ana1y.i •. proyision Ihould be ,ode at the outset tor qgytrnm.nt 
IUPP0rt to luch capacity in t;he long t.n. It.M to be 
con,idered include: the apprQpriate inltitution,l loc.tion tor 
luch • function and r!Curr.nt co.t tinancing. 

~ Adequ.t. B.le1ine pat. Coll.ction and Monitoring 'I" • Must 
it the "netits of the R.tora Me.lur.1 II" to be Fylly 
Mealurld 

The AN!PP de.iqn docuaent det.il.d .n exten.ive, .nd probably 
impractical, data collection, .onitorinq and reportiD9 plan. The 
original deliqn ot the technical 'I.istance co.ponent lugg.sted 
that it would l.rgely be re'ponsible tor the.e activitie., but 
that wa. not tully translated into the teras ot reterence tor the 
technical 'I.i.tance contract, or into !PADO'I teras ot 
r.fer.nce. ThUI, the actual benetit. ot this proqraa to the 
Government ot Uqanda a. vell •• to the group. ot beneticiarie. 
identified in the duip raain the .ource 01 lpeculation. 'rile 
data on 1icen.int, althOQ9b incUcative, 1. unreliable and ha. 
cr.ated intlatad expectation. ot econoaic partoraance in. the 
chanqed env1ronaen~. Data coll.ction and ID,ly.i. tor progr •• 
aonitoring 'nd "Ilultion IUlt be qiyen tgy,l a~.ntion to oth.r 
a.pec;1;. of Dreary igl'Nntatign. li.,l •. indicativa incUcltorl 
.Ult be cbo.en and rtgUlarly lalpl14. .uppl •• tnted by in-d'Pth 
ca •• 'tudi •• tg bitt.r understand cau,ality. 

L.L. loreign Excbange suai., Should be Ayoi4tcS 

ThroUghout the progr .. A.I.D. prov14acl e.I .•. ~. at the 
Official exchaDCJe rite. The pu-allel rate va. alaoet alwaYI JlUch 
bigher. Iaport.ra vere "9.r to receivI I e.I •••• 11oca~lon, 
slnce iaport. v.r. scarce, Ind they ven recelvll'J9 c:beap toniqn 
.xcbaD91 (otten It balt the tr.e aarklt rate). 'l'bar. ~y have 

..... 
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been .cae 'u.~J.tica~J.Oft 1n 1'" ~o provide 'a .ubeidy to pat 11te 
into 09anda'. .or1lNnc:1 non-traeS! tional export aark.t. Nov that 
export." have beco ••• etabli.hecS, and nov that the parall.l 
toreiqn .xchange rat. applie. to .o.t private ,ector iaport. and 
all non-traditional .xport. it .ak., little ,en •• to provide elP 
i.port.ra with a windtall profit. 1.I.P. ,houid not provide 
cheap tor.ign ,xchange. Any ,xc'ption, ,hould be tor yery 
.p.citic purpos •• Ind tor I y.ry limit.d til' p.ri94. 

~ Admini.trltiy. Allocation of the eel.'. Sub,idy set. a BId 
EXlmpl • 

. 
Th. USAID Mi •• ion d.cided, on a ca.e-by-ca •• bali., whieb C.I.P. 
commodities could be i.ported and whieb fira. would r.ci.ve the 
import.. only a very tew i.port.r. vere lucky .noucJh to r.c.ived 
the ch.ap C.I.P. import.. Other fira. di4 without iaport. or 
paid the hiqher tr •• .. ket price. A.I.D. vould not hav. to b. 
involv.d in admini.trativ. allocations it the C.I.P. dollars 
mov.d at the parall.l tor.iqn .xchanq. rat. rath.r than the 
ov.rvalu.d otticial rat •• 

A.I.D •• hould ad.quat.ly intor. the whole bu.ine •• co .. unity 
about the av_ilability of A.I.D. r •• ourc... It A.I.D. r.ally 
wants to promote private •• ctor qrovth, and it A.I.D. r.ally 
beli.v •• that gov.rnm.nts -,hould l.t the .. rk.t decide r.sourc. 
allocations·, th.n A.I.D. ,hould not prie. e.I.'. iaport' cheaply 
and should not be inyoylt4 In d.tail.d e,l.,. adalni,trltion. 

impact.rpt 1/30/90 
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THE ANEP COMMODITY IMPORT PROGRAM 

CIP Rationale 

The heart of the ANEP program was the policy reform package, 
designed to promote non-traditional exports. With the new 
policies, exporters would have the incentive to increase 
exports. Most of the new policies could be put in place by 
the Government through the announcement of new administrative 
requlations. While it was fairly easy to put the policies in 
place, they would be meaningless if the private sector lacked 
the resources to take advantage of the new opportunities. 
Exporters faced a number of constraints: overall economic 
activity was severely depressed; since exports had been 
depressed for years, production of export crops was also 
depressed; export infrastructure was almost non-existent; and 
probably most important -- there was almost no foreign 
exchange available to import inputs needed in the production 
and processing of export crops. While it would take time to 
increase overall economic activity and to improve 
infrastructure, there were some commodities that were 
immediately" available, for export. With the proper price 
incentives these crops could b. exported. In the short run 
the key constraint was the lack of critical inputs that were 
essential to any export effort. 

CIP Operations 

The ANEP provided a $12.5 million commodity import program 
(Clf) to finance the import of inputs n.eded by private 
s.ctor producers and exporters of non-traditional crops. eIP 
comm04ities could be imported from any' "fre. world country" 
(A.I.D. source/origin Cod~ 935). Th. commodities eligible 
for Clf financing were limited, and targeted to those that· 
supported non-traditional exports. They included: seasonal 
inputs (seeds and fertilizers); intermediate goods such as 
steel for the domestic manufacture of farm tools; and jute 
bags and packaging materials used in the collection and 
export of non-traditional crops. As the CIP evolved over 
time, the eligible list was expanded. The procedures used by 
the private sector to access ~oreign exchange under the 
Government's Open General Licensing System were used for the 
eIP. The only addition to that process was A.I.D.'s review 
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and approval of each transaction, to assure that the 
commodities were consistent with the objectives of the ANEP 
program. The CIP would generate local currency counterpart 
which would be used for projects that supported ANEP 
objectives. 

The ANEP CIP was obligated in Auqust 1988. By January 1989 a 
$7.5 million Letter of Commitment had been established for 
the first tranche of fundinq. By June 1989 the eIP process 
was moving alonq smoothly -- A.I.O. had received 27 import 
applications and had approved transactions valued at 
approximately $2 million. A problem developed with the 
exchange rate. The official exchange rate was OSh 200 • $1, 
the parallel rate was over 400 and the Government's Special 
Import Program used a rate of OSh 400 • $1. The Ugandan 
Government wanted the A.I.O. eIP to move at the 200 rate 
while A. I. O. wanted ,to use the 400 rate in order to eliminate 
windfall profits. There was.an impasse and eIP 
disbursements ground to a halt. By July 1989 the official 
rate had been raised to nearly 400, which was by then close 
to the parallel rate. The problem was solved and eIP 
disbursements resumed. However, for more than a year, there 
had been no eIP disbursements. In addition, the delay in CIP 
disbursements also meant that local currency was not being 
generated. The limited amounts of local currency available 
were programmed to support EPADO's operating costs and the 
OSAIO Mission's Trust Fund. 

At the time of this evaluation (Auqust 1990), CIP 
disbursements are moving rapidly (nearly $5 million out of 
the first tranche of $7.5 million has been approved) and 
A.I.D. is preparing to put the second tranche of $5 million 
in place. The eligible commodity import list has been 
expanded from the previous 8 items to now include all A.I.O. 
eligible commoditie.. Table X lists total CIP approvals 
through July 1990. The major item, at 63.8 percent, is bags 
(jute and woven plastic). The other major items are 
fishnets, 10.4 percent, and fertilizer, 9.0 percent. 

CIP4Impact 

Data were collected from all of the firma that have (1) 
imported CIP commodities and (2) have already used those 
commodities to promote non-traditional exports. Thes. firms 

--.-~.-~ .. ----... -~ .. --
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imported: baqs for the export of simsim (sesame seed) and 
beans; fishinq nets and outboard motors; and steel for the 
manufacture of farm implements. 

Those that imported baqs had previously been unable to obtain 
the quantity and quality of bags needed for export. Through 
the CIP they received the bags they needed at a price that 
was at least SO percent below the local market price. They 
were able to profitably export to nearby regional markets and 
overseas markets. Th.s. traders had only a small increase in 
th~ir own employment levels. For this year, the main 
beneficiaries have been the traders and exporters. The 
farmers were able to dispose of all of their surplus but they 
were not able to increase their production this year. In 
effect, this year, local production was diverted from local 
consumption to the export market. Next year the case may be 
different. The qrowers of beans, and particularly simsim had 
previously produced only a small surplus for trade or barter 
in village markets. This year they were able to sell all of 
their surplus for cash. This was of particular importance 
for simsin, which is grown in the semi-arid north where cash 
income is low. For the first time in many years those 
farmers sold all of their production, and possibly some of 
their reserve stocks for cash. Aa a response to this year's 
sharp increase in export demand, many traders and exporters 
expect simsim production to double next year. 

The importer of fishing nets and outboard motors sold those 
products to individual fishermen, mainly near Lake Victoria. 
Aa a result of these inputs and other factors, the fishing 
industry is growing. Traders report that there has been an 
increase in the number of fishing boats, there are 3 new fish 
packing plants and a number of small, informal processors 
have expanded their operations. 

The firm that imported steel, manufactured 52,200 pangas A 
panga is the East African machete which is one of the major 
farm implements of small-scale farmers (the other being the 
hoe). Almost all of these pangas have b •• n sold and are 
being us.d by farmers to produc. a wid. rang. of crops. 

Findings and Lessons Learned I 

It is difficult to directly link increased farmer inCOme to 
the el' component of policy refOrm 

-----_._---.. -.- _._-----...------
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The elP clearly satisfied the objectives of the ANEP 
program -- inputs were directed to firms that were able to 
increase non-traditional exports. In most cases the main 
beneficiaries were exporters who were able to increase their 
sales and cash ~ncome. The effect on smallfarmer income is 
less clear. 

Non-traditional agricultural exports did increase. It is 
probably unfair to give complete credit to ANEP. During 1988 
and 1989 the weather was ideal (agricultural growing 
conditions were excellent), civil security improved and an 
impro7ed road network allowed crops to be easily shipped to 
market. As a result prices were lower (in fact extremely 
low) for some crops. The farmer's increased production and 
marketable surplus was sold at a lower per unit price. 
Rowever, some of the production that would have been sold on 
the local market was diverted to exports. From the farmers 
perspective, it is not clear to what extent the increased 
production and increased exports were affected by the lower 
ovarall price level. Therefore, it is not possible to link 
the eIP to increased farmer income. 

COmmodities to be Imported Onder Future Clfs 

Nearly 64 percent of eIP imports were gunny bags or woven 
plastic bags. A.I.O. has received a large number of requests 
tor bags under the next eIP tranche. In many respects the 
CIP has become a Rbag program. R Bags were an easy and 
effective item that allowed exports to take place quickly. 
For the longerrun, if A.I.O. wants to target its commodities, 
it might make more sense to choose commodities that have 
linkages to local industries, that will create more 
employment, and will create local value added (i.e., . 
imported input. that can be processed or used by local 
manufactuze.) • 

Foreign Ixchanqe Subsidy 

Throughout the program A.I.O. provided elP resources at the 
official exchange rate. The parallel rate was almost always 
much higher. Importers were eager to receive a eIP 
allocation, because imports were searce, and because they 
were receiving cheap foreign exchange. There may have been 

-"''4iM~.totr,''''',""f;o"""-----::--.---··~·",,,,--·.-.. -~.-, ....... - -. ',- . _ .... ~ ____ .--_.....-___ 4 -~-
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some justification in 1988 to provide a subsidy to put life 
into the moribund non-traditional export market. Now that 
exporters have become established, and now that the parallel 
foreign exchange rate applies to most private sector imports 
and all non-traditional exports it makes little sense to 
provide eIF importers with a windfall profit. 

eIP Targeting 

The eIP was originally limited to 8 ~ommodities for fi~ 
that would use the commodities in support of nvn-traditional 
exports. Every eIP traasaction was carefully examined and 
approved by the OSAIO Mission. Even with the expansion of 
commodity eliqibility, the process was very interventionist, 
with A.I.O. deciding which commodities and which importers 
could benefit from the proqram. This approach may have made 
sense when the economy was severely depressed and non
traditional exports were insignificant. It makes much less 
sense now. A final factor is A.I.D.'s interest in redu~ing 
the Oqandan Government's regulations and control of exports .. 
If A.I.D. wants the Government to reduce its administrative 
controls, A.I.D. should set a good example. 

eIP vs a eash Transfer 

If it seems that improved policies will accelerate non
traditional exports, then A.I.O. does not have to subsidize 
importers and does not have to do administrative targetinq. 
Since elP procurement is already open to most countries 
(under A.I.D. Code 935), A.I.D could shift from a CII to a 
cash transfer mechanism. 

B:\JOB.CIP 
8/S/90 
aevised 8/6/90 
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COMMODITY 

Jute Gunny 8aqs 

Danier, Plastic 

Fishnets 

Fertilizer 

Fruit Processin 

Improved Seeds 

• ,,, . 
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Commodities Financed Onder The 
Oganda Commodity Import Program 

(as ot Auqust 1, 1990) 

OgANTIT! 

5,530,400 

Bags 525,200 

66,300 

1,000 MT 

Spares Assorted 

Assorted 

AMO!JNT 
(dollars' 

$2,830,980 

300,000 

512,668 

441,SOO 

192,893 

187,853 

Fruit/Vegetable Cartons 206,000 180,440 

Boat Engines 

Panga Materials 

Carnation CUttings 

Apple Pectin 

JOB.eIP 
1'6'90 

~_. W_t .... ''-'~ __ D ~...,........-~ •.. 

100 131,999 

Alsorted 93,519 

Assorted 22,060 

1M'l' 13,615 

$4,907,518 

PI£~ln!i:agl 
Sha£e 

57.7 

6.1 • 

10.4 

9.0 

3.9 

3.8 

3.7 

2.7 

1.9 

O.S 

0.3 

100.0 , 

...... -------
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The Importance Of Nob~pt\ce Factors 

On Non-Traditional Export5 

Transportation 

The transport network -- road, rail and air -- provides the vital 
links between the farmer and the toreigD con5umer. Unfortunately, 
the years ot political and economic turmoil greatly damaqed the 
system. By 1987 the road network was in extremely bad shape. Most 
teeder roads were virtually impassable. Th. trunk roads were pot
holed and severely damaged. They were driveabl., but only at slow 
speed and with the risk of severe vehicle wear and damage. In the 
last 3 years most of the trunk roada hav. been rebuilt and work on 
the teeder roads is just startinq. Areas of the country that were 
completely cut-off can now Ship 900ca in and out. Area. that took 
days to reach now can be reached in a .atter of hours. A similar 
.ffort has been launched to uP9rade the railroads. While in 1986 
only 264,000 tons were carried by rail, the tonnaqe had increased 
to 912,000 tons in 1989. ·A1r:argo facilities at Entebbe Airport 
are outdated and inadequate and have not been improved. 

Poliei.s are important but if the physical infrastructure is 
laekin91 th. results will be ainimal. The road and rail rebuilding 
program has been a major reason behind the growth in non
traditional exports. Good infrastructure may be as important as 
good policies. 

Export Procedures 

The proliferation of government agenCies dealing with non
traditional exports, while intended to lend support to exporters 
has actually had the .ffect of' coaplicatin9 the export process. 
To eor::-ect tho.e probleu, there have been a number of improvement. 
in the adainistrative syst... Wb11a the process is atill 
c:uaberso .. , the unc.rtainti •• and the lon9 proce.sing time has been 
greatly raducecl. ROil-traditional uport.to. ara g.nerally sati.fiec1 
with the progre.. 1ft .tr.aalinin9 the a1st .. and loot forw.r~ to 
acr. pro.i.ed t.pro~ts.· Th.r. h.s been a el •• r reduction in 
export controla. r,gulltions and procelling t·i". Non-traditional 
export.rs are encouragt by thel. change. , .. 
'.ragat.l. 

Gov.rMleDt corporations pr.viou.ly had co.pl.te control of the 
.xport of all c~ti... In the la.t year two y.ar. th.y h.v. 
lost their aonopoly ~ver on all but cotfee, te. aDd cotton (and 

__ ~ ___ --._-......-. ........ ..,..---"'- _~ .. ( ...... __ ~ ____ . ~ . _,_'O'C' - __ ---.............. -, ~ .. --... 
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those are Deinq reviewed now). The fact that parastatals have lost 
their monopoly control, and their financial blank check with the 
Government, has qreatly encouraqed the private sector. A number 
of firms have recently entered the export market. While it is too 
early to fully assess the impact of these changes, it appears that 
exports will be handled more efficiently under the new competitive 
conditions. 

Nonpriee.Joe 

8/5/90 
Revised 8/6/90 
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The Actor. 

Policy Decisionaakint and Iaple.entation 
Affecting MTI in Uganda 

There are .everal key entities in .acroecono.ic and trade policy 
formulation and iaple.entation in U9anda. These include, in the 
executive branch, the Pre.ident,the Pr .. ident'. leonoaie 
Committee (PEC), the Ministries of ,inanee (encompa.sinq cu.to .. , 
taxation and central banking functions - KPIK), Planninq and 
!eonpaic Develop.ent (MPED), eouerce (MC), Agriculture and 
'orestry (MAJ'), and Aniaal Indu.try and risheri.. (MlP). Al.o 
i.portant for furthering the dev.lop.ent of Nn because of the 
.erious infra.tructural constrainta are the Mini.trie. of 
Transport and Communications (MTC) and Worta (KW). The Wational 
Resi.tance Council (NRC), Uganda's legislature, a1ao playa a 
.iqnificant role. The donora provide both technical analyses and 
advice as do the Ugandan private bu.ine.. and .tate owned 
enterpri.e .ector.. The donor. are al.o perceived a. someti5es 
wielding their con.iderable financial resources as a prod to 
certain policy change •• 

The Qecisionm.kinq Procel. 

The exa.ple of the adoption of policy aea.ure. related to non
traditional exports illu.trate. the procedure for policy 
decisiormaking. An analytical paper, '!'he Prel ialnao hport 
strategy for Non-Traditional Export coma04ities, va. prepared by 
the Export Policy Analysis and Development Unit (EPADU) in the 
lIPID. During preparation, the paper had been CS!acuiSed with 
USAID, the principal donor ,upportiDCjJ trade .ector poliey refona. 
The paper vas then revieved at the staff level by various 
sections of the KPID, and .ub.equently, on recoaaendation of 
.taff, adopted by the .ini.ter, MPlD. The .ini.ter than 
circulated the paper to cabinet for review prior to pr .. entation 
at th. PIC. Tbere v .. ,.rloua oppcMition frclll at lAaat one 
Ilini.try, wbich requuted that tbe. papel: be vitbdnVll fro. 
consideration by the PIC. Rovever, the actinq cbainan of the 
PBe pe1'1litted the paper to be tabled. Th. DADO Dl~or 
(pl:lncipal aathol: ot th. policy paper) v •• invit .. to th. ftC to 
explain and defend the conclu.ion. and reccmaendationa. After 
considerable internal di,cu.,ion, .o.t of whieb v •• actually on 
the i •• u •• and Dot arguing .. tter. of bureaucratic turf, the PIC 
adopted the paper. Jeany of the incUvicNal reco ... ndat10n. vera 
then incorporated 1ft the Pre.ident'. 1.,0-,1 budget ~. 

SOlIe of the kay rec~ndat1ona that bay. aove4 to al.oat 
f_ad1au apla.entatiOD 1JIclud4u 

- appropriate valuation of the exCbaDfe ~ate , 
1 

.. 
f 
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- unre.trict~ u.e of foreign exchanqe earned ~y NT! 

exporter. 
- one-.top proce •• in9 of licen.e. and certiticate. 
- .ultiple export licen.inq/certification (i.e., time-

rather than co .. odity-li.ited perait ayst .. ) 
- reduction of r.d tape in licenainq 

improvement in t.ras of air tranaport (r •• oval of 
Uqandan Airlines .onopoly and oth.r ~ure.ucratic 
controls and f.e.; payaent of air fr.i9ht charq.s in 
local curr.ncy) 
pro.ulqation of an inv •• tment code that vill attract 
for.ign capital. 

It Ihould be pointed out that on rlcommendationa .uch .a thl 
leqalization ot the kibanda rate and the litting ot r •• triction. 
on u ••• ot tor.x, other voice. in the COO, the private .ector and 
the donor co_unity w.r. in the chorus, .0 that no one actor can 
clai. tull credit. 

Th. private •• ctor, .s w.ll .s state-owned .nterpriaes, h.v • 
•• v.ral vehiclea available tor aatinq their po.ition. known. A 
large tirm's •• naqin9 dir.ctor can aeet, and usually obtain, an 
audience vith a .iniat.r or deputy .ini.t.r. Monthly lunch.on., 
in which a r.pr.sentative ot gov.maent (and .o .. tiaes of the 
donor.) i. invited to apeat on a apecitic topic and to r •• pond to 
que.tions fro. the audi.nce, are held by the U9anda 
Manuta.cturer.' Association. DoewIents are so •• ti ... pr.pared by 
the privata •• ctor or SOls related to th.ir ovn financial 
r.quire •• nt. which then illustrate to d.cisionaatera so.e of the 
i •• ue. with which the productiv ••• ctor ot the lCono.y is 
contendinq. Pinllly, th.re are intormal channel.. 098nda is a 
r.latively ... 11 country, in which .. ny ot the elite cla •• nov 
l.ading governaent and indu.try werl cla .... t.. in •• condary 
.chool or univ.r.ity, 1ge .. t •• in th.ir co.auniti •• or 
coll.I9U •• in th.ir tirst "ployaent. Th ••• individuals ottan 
socializ. toq.ther and u ••• uch occa.ions a. an opportunity to 
discu •• bu.ine.s .atter •• 

It i. le.. clear that .ntrepreneurs with ... ller lira. and t.wer 
contacts have ea.y acce •• to dec1.ionaakere. In.cae inatances, 
the int.re.t. of lal'9l1" fiZ"U and a .. llel' conveqe, bu1: in 
others, lack of appropriate channel ... y preclude dacisionaakara 
tro. und.rstanding the cona1:raints experienced by new entrants or 
•• al1 bu.in...... Tb1 ... pha.ia •• the i_portanee of an objective 
analytical ba •• , and perhaps points to the need tor .pecial 
ettort. at outreach to ... 11 entrepreneurs and new busine.se •• 

POlicy fRRI • .,ntatigo 

.u thoUCJb the t.a. va. unabl. to spend a uti.tactory UIOWlt ot 
ti.e inve.t19ating policy t.pleaentation, one or two axaapl •• 
actually ob.erved by the te.. .uggeat that iapl ... ntation i. 
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uneven. A po.itive exaaple relate. to the legalization of the 
ki~anda rate and the toreign exchange bureau.. A neqative 
example might be the fact that the cu.to .. ofticer. 1n au.ia 
appeared unaware that the export-import licen.ing syst .. had been 
modified in 19.9 to per.ait the e.tabli.hment ot toreign exchanqe 
retention account •• 

The decision to legalize the kibanda rate was announced in the 
Pre.ident'. budget speech of June 11, 1990. The ettective date 
ot the liberalization wa. to be 111 1990. The te .. arrived on 
July 18, 1990, and tound that fore1gn currenci .. were, indeed, 
readily and openly being exchanged, but that the .. rket. were as 
yet disorganized and lacking intoraation reqardinq relative 
rate.. Within a tew day.' tiae, all fprex bureau. bad rate. 
posted, and, according to new.paper report., the rate. were 
rapidly converging tro. ane bureau to the next, although there 
wa •• ome competitive pricing to try to attract toreign 
currencie.. Si.ilarly, the tea. tound open exchanginq ot toreign 
currency taking place at the border po.t. vi.ited, although 
formalized otfice. with po.ted rate. were not evident. 
Authoritie. were not, however, intertering with the informal 
trade (perhap. because the quantities involved vere •• all). 

New. regarding toreiqn exchange regime. aay travel aore quickly 
than new. about change. in bureaucratic rule. and regulation •• 
Although the vord ot open trading at parallel rate. wa. quickly 
tran.lated into practice, .uch va. not the ca.e vith the chanqe 
from export-import licenaing to the ability to create retention 
account. in a co.ercial bank, at lea.t for the cu.to .. agents in 
Bu.ia. When a.ked to explain the sy.te., they pointed out that 
an exporter had to bring in the .... value of good. a. that 
allowed under the export lic.n.e. Asked .pecifically wh.ther 
exporter. had to bring in an equivalent .. ount, both otticen 
readily att irmed that thi. wa. the ca... It .. y have been that 
because the volu.. of trade pa •• ing through the border at au.ia 
va •• 0 ... 11 (other than petrol, which i. fully controlled), and 
participant. in the r.tention account .ch_ .0 fev, that the 
officer. bad not actually encountered the .ituation. still, it 
i. expected that a requlation proaulqated a year prior to the 
team'. vi.it, and tund .. ental to th. work of the cu.to .. office, 
would have been better di •••• inated aaonq -.ploy •••• 

Su.tainability of Policy Betora trOPl •• 

There are three .. jor enc:l0genou. tactor. in a •• uriDCJ a 
.u.tainable policy retona proce... The tint i. analytical 
capability at the working level ot policy options toraulation and 
the willingne.. ot deciaionaaker. to deaand and u.. e.pir1cal 
information. TIle .econd i. an iapl ... ntation and feedback .yR .. 
that, works. Both of the .. hav' been d1acu.ae4 above (f.edbac:Jt 
va. operatin9 through public and private chann.l. 1ft the ktbanda 
l89alizat10n exuple). TIl. third i. political support to , 
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.taylnq in ott1ce (the latt~ a ,iven tor _ny politician). 

%n regard to political vill, and the politic.l support on which 
it ia b.sad, U9anda ha. had a difficult biatory. There are 
.everal rea.on. for guarded optLli.. since the advent ot th. 
Mua.v.ni qOv.rl .... nt. rOI' the vi.itor return inc; to t1q&nda after a 
.ix-year hiatus, tha •• na. ot .ecurity cited oy Oqandana vho ~re 
a.k.d about chanqe. .inc. the early 1980. i. immediately 
noticeabl.. Private citizen. no 10nger fear beinq acco.ted by 
.014ierl or police ••• kinq .oney, or wor.e, .eekinq to brutalize 
whoever cro •• ed their path.. Many expre ••• adne.a over the 10 •• 
ot 20 year.' ti.e durinq which develop.ent coul4 have occurred. 
There i. apparently a broad underatandinq, at lea.t aaonq the 10 
per c.nt urbanized population of the need for a rea11qnaent of 
the econoay. There i. al.o a broadly-based de.ire fol' a re'pite 
from civil .trife. 

Ther. are other indicator. of a .ore open and supportive 
political cli.ate. Th. p~e.a appears to operate in relative 
freedom, includinq newapaper. published in local (ainority) 
lanquaqe.. Almost every day the Kampala-baaed daily publish •• 
account. of corruption and vronqdoinq by public official.. These 
ar. cominq to liqht under the au.pic •• of a Public Accounts 
Committee that 1s examininq the performance of various GOO 
entities and of hiqhly placed individual. within the.. Other 
siqn. are the free and fully participatory election. at the 
villaq. level of the Revolutionary Council sy.te., the relatively 
qoo4 record of the qovemaent on haaan riqhta abuse. and reports 
of Caa w.ll a. a few per.onal encount.r. with) returned exil •• , 
many with high levels of education and skill •• 

Su,tainability of th. Policy leforl Proc'" 

It k.y factor. tor a suataintd policy r.tora proc... are a 
critical mas. of funda.entally int.lligent policy d.ci.ionmakera 
r.c.ivinq .ound e.pirical analy.i. on the on. hand and popular 
political .upport on th. other, then Uqanda ia coaparativ.ly vell 
endewed. The MUleveni gov.maent'. praqmati •• i. exemplified by 
the policy turnaround experi.nced bltween 19.' and 19.7. Wh.n 
the governm.nt initially caae to power, it had brok.n with the 
IMP and pur.ued policies that led to .igniticant inflation, 
.xpan.1on of the aon.y aupply (.tc., etc. - ID/JOI, CAlf YOO ADD 
SOMZTBIHG JDR.I?). W1tJl1ft on. year ot it. aec:e .. 1on to pow.r, the 
000'. own .conoaic analy.ts had d.t.rained that thi. cour.e va. 
un.u.tainabl., and, att.r debate and 4i.cu •• ion, the iovema.nt 
chanqtd policy coal'll', c.M to an a9l'eeaent with the DIP and 
World Bank, and ha. -.pbaailed .tabiliaation and .ub.equent 
adju.taent .inca that tt... (S •• the .aero •• ction on vbat has 
ba.n done and what r •• aina.) Anoth.r .xaaple i. it. willinqne •• 
to acknovledq. a fairly 90ed econoaie track r.cord •• tabli.h.d by 
the Obet. regi.. 1n the 1911-'3 period. Many of the .... 
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technical-level persons v.re involv.d in crattinq and 
implementinq that •• t ot retorms, and the current government 
implicitly acknovledqes that in its discussions ot recent 
econo.ic hi.tory. 

The .tabilization and adjustment proce.s mu.t ~e underpinned ~y 
popular .upport it it is to succeed. Thus tar, that support has 
been torthcominq, tor Bany ot the reasons cited abov.. There i. 
leqitimate concern and continued discus.ion ov.r the tollovinq 
kinds ot issues: 

- once the IKP loan. co.e due, the ability to .. intain the 5-7 
per c.nt annual qrowth rat. vill b.co.e que.tionable, thus 
the averaqe Oqandan vill not be te.lint a. directly the 
benetits ot stabilization and adju.taentl 

- att.r 20 years ot d.cline and 15 years of disinve.taent (the 
Allin period and the var yean), th.re 1. a ainiaal 
rehabilitation of productiv. intra.tructur. and inve.tment 
in social .ervice., including education, that n.ed to occur 
to attain previous level. of GOP qrovth -- this require. new 
inve.tment; 

- combattinq resistance to the Museveni government continu •• 
to de.and larq •• ilitary expenditur •• , which iaped" the 
.tabilization and adju.tment proc ••••• ; 

- .xp.ctation. amoD; av.raq. Oqandan citiz.n. tor qrowth and 
prosperity ar. hiqh, and tolerance tor .etback. in livinq 
.tandard. can probably only be expected it tho.. .etbacks 
are perceived as t .. porary. 

GOUPOL. AlfX 
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ANEP Technical Assistance Activity 

Backgroun4 

The ANEP PAAD de.cribed a $1.5 aillion technical assistance 
activity a. a component of the overall program. Tbe rationale 
tor this component was the lack of trade policy analyaia and 
planninq belnq carried out by the GOO at the tim. of ANEP 
proqra.'. inception. The need for a -comprehen.ive, .ediua-tera 
trade strateqy and proqraa to aupport nontraditional exports- was 
cited. An additional requirement was .upport to the private 
sector "to directly and indirectly expand ita role in the export 

. of nontraditional crop •• - It vas al.o noted that -the country's 
trade r~ime require. diver.ification and direction on the export 
side, and .treaalininq of adainiatrative arranqe.enta to 
encouraqe qreater private sector trade throuqh foraal channels.-

The above rationale led to a covenant vith the Government of 
Uqanda to establiah an Export Trade Policy Analysia and 
Monitorinq Onit within the Miniatry of Planninq and Economic 
Development (MP!O). The name of thi. unit was sub.equently 
chanqed to Export Policy Analysia and Development Unit (!PAOV). 
That unit vaa to be reaponaible tor trade policy analysia and 
program .onitorinq. Additional technical a •• iatance fundinq was 
provided to -expand the capacity of the Uqandan private aector to 
imple.ent the strategy and to continue dialoque with the GOO on 
further policy and in.titutional improve.enta; and • • • improve 
the knovledqe of private aarketinq aqenta and exporters on the 
atructure and functioninq of intlrnational aarket. tor Oqanda's 
actual and potential (non-coftee) exports.-

At so.e point during progr .. iapl .. entation, the re.ponsibilities 
tor trade policy analysis and export proaotion were aaalqamated 
vithin the IPADU aandate, and prograa aonitorinq. Accordinq to 
the unit vaa supposed to -receive IIOnthly repo~ fro. both the 
cantral bank and the MiJliatry of Co..-I'CI r..,arcUnq fon iqn 
exchange approvala, iaport license approval., drav dovna on the 
central bank'. IPRP tunda, record ot iaporta financed, na.. of 
iaportera and 8billiDt cSep08it. into tha_AlIZPP Special Account.· 
It va. then auppoaed to -aet up a coaputll'iaecS trackinq networt 
to identity the location of prograa reaourc .. , at any qiven ti.e, 
and the quantity and types of co_oditi •• actually iaportld, - aa 
vall •• tracking -coapliance with A.I.D. Regulation 1 
require.enta.- Aa BPADO evolved .ore into a line unit vithin the 
GOO, th ... aonitoring taaka veri ptart1ally a.auaecS by A. I. D., but 
.any vere .1aply toqotten • . 
Tba PAAD .tipulated the provi.ion 01 one 10D9-tara (at le.at 24 
per.on aontha) a9l'icultural trade acol1Olli.t a. technical 
••• iatance to IPAOO Cat $431,000). Short-tara techniCAl 
a •• istance (1' penon IIODthS) and tra1Dlll9 wen alao enviaioned, 
and $790,000 were budgeted for activities auch a.: 1) aartet 
surveys to identify aajol' external aarkets, 2) collection and 
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• "" . di •• emination ot .arket/tra4e intelligence datal 3) .e.inars and 
work.hop. on a variety of .pecialized topic.; 4) advi.ory 
service. on packaqinq, quality control, export pricing and 
tinancing and 5) other specializ.d t.chnical assistance as .ay be 
r'quir,d. Support tor the purchase ot r.lat.d ottice .quipment 
and vehicle, vas provided at $75,000, an .valuation va. 
proqrammed at S90,000 and inflation contingency accounted tor the 
balance ot tund. to bring the total to $1.5 .11110n over two 
year.. IPAOO's recurrent co.t., payable in Oganda Shillings, 
such a. Ugandan statt .alarie., petrol, etc., were to be provided 
trom the local currency generate4 by the .ale ot coaaoditi •• 
und.r the ClP coapon.nt ot the ANlP proqru. 

Actfyiti,. to oat. 

Th. un1t va. tormally .stabli,hed 1n August 19'9, and an 
agr •• ment vas signed tor the r.ntal ot ottice. in I.pala Houl. at 
about that timl. A $1.25 .111ion contract to provldl th. long
term technical advisor, the .hort-t.ra technical as.i.tance, the 
trainin9 and related commodities was sign.d with Loui. Beri.r 
Intlrnational, Incorporated (tall) in Auqu.t 1989. The U.S. 
long-tera t,chnical advi.or arrived 1n September 1989, and the 
EPADO Dir.ctor was appointed in October 1989. Exten.ive 
renovation va. begun on th. ottic •• pac., which, a. ot July 1990, 
had not yet b •• n compl.ted. 

Howlvlr, the ottic •• vIr. occupied in January 1990, ottic. 
equipm.nt va. installed and additional prot ••• ional and support 
.tatt ver. hired, .0 that by February, 1990, the unit va. tully 
operational. 

Th. prote •• ional .tatt contiguration ot !PADO a. of July 1990 1. 
a. follow,s 

Dir.ctor: Prot ••• or 1.0. Ochieft9 
Trad. Speciali.t: M.M. Waniala 
Icono.i.t: A.O. Itiaili 
A9r1cul tval lcoftOlli.t: •••• Ainebyona 
Agricul tural Icono.i.t: P. Jlya.buntu 
.ark.ting Speciali.t: I.K. S.kabeabl 
Data .peciali'~1 11 

Fiv. ot the .even prote.,ional. at IPADO are on leave vithout pay 
tro. a GOO agency (including Mat.r.r. Univeraity, Bank of Oqanda, 
Mini.trie. ot Aqrieulture, Planning and !conoaic Develop •• nt, and 
Cooperativ •• and Mark.ting). Two prote •• ional. vlre recruited 
tro. the private •• ctor. 

The tir,t loft9-tena technical advi.or, Tho ... IIM.tt, .. rved in 
IPADU fro. Septlllber 19.' Wlti~ January 1"0, wen be v •• 
ter.inated due to di •• ati.taction vith hi. pertoraance. !be 
po.ition de.cription. tor an Ixport Proaction Advisor and Trade 
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Policy Advi.or v.r.'r.writt.n att.r Dr. Benn.tt'. t.raination. 
An IXpOrt Proaction Advi.or" P.tar St •• l. va. int.rvi.wed in Kay 
1990 and began vorking vith IPADU in July 1990. Plan. to recruit 
a •• cond long-t.ra advi.or have be.n d.lay.d until a PIAD 
... nda.nt tor an additional $1.5 .illion could be .igned, and the 
contract vith Llll ... nded. Th. PlAD ... ndJI.nt va. authorized in 
lata July 1990, .0 contract a •• ndm.nt and r.cruit.ent had not y.t 
begun at the tia. of the i.pact evaluation. 

A tev ahort-ter. technical a.aiatance activitie. have been 
provided to the unit und.r the LlII contract. TWo con,u1tanci •• 
by Dr. Wa1 ter Hecox, a uCt"o.conoai.t, woa. t ira i. a 
aubcontractor to LlII, have provided an initial o~anizational 
••••••• ant and so •• background .. t.rial. for the d.v.lop .. nt of 
the pr.li.inary .xport proaction .tratew. A consultancy tor 
coaput.r n •• d. a ....... nt and .pecialized trainint of .PADO atatt 
have al.o occurred. A pacuginq .xpert va. brought to t1qan4a to 
a ••••• the .tat. of packa9inq availability and n.eda, and to give 
• onl-day ••• inar to .xport.r. Oft packaging. 

Fund. within the project, but out.id. the LIlt contract v.re 
9ranted to the Atrican Proj.ct Dev.lop •• nt Facility for a 
Pin.appl. Export pilot Proj.ct. Th. LlII contract va. reduced by 
$9',000 in ord.r to provide a grant in that aaount tor technical 
a •• i.tanc. tro. Pintrac to the Ntanq.uzi and Veq.tabl. Grov.r. 
As,ociation. A '300,000 tund ba. be.n bud9.tad in the grant 
... nda.nt to continu. financing th... pilot and technical 
a •• i.tanc •• tfort. apart fro. th. LlII contract. 

hrtomanc. to Dat. 

Th. firat ta.k of IPADO va. to produc. an .xport .trat.qy tor 
adoption by tn. GOO. fbi •• ntail.d the pr'paration of a .. t of 
analy ••• , or background papera, writt.n in rebruary 1990 by DADO 
.taft, including: 

- Air Tran'port· tor tb. bport ot Fr •• h Borticultural product. 
- A.pee1;, ot MrWi,. .nd 'uaport I.rYie.. in t;ha Prlll.iota 

Export strataqy tor gganda 
- Pr,li.inaE! IIRPrt .tratagy tor Qgand.:1n.titutioDil 

rac1:or. 
- IJaArt .tnt"' tor gganda; Dat, " •• and Preduction -, 

Problp. ot 1i _, 'DOrt. 

In addition, tb. long-t.r.a t.chnical adviaor, Dr. IInnltt 
produced th. tolloviftq r.l.vant pap.r., though th.y vIr. not u •• d 
in the .trat-.y toraul.t1oftt 

- A IItional str.tegy tAr lb' DeyllQpwent At thl Agricultural 
1xpor1; nad. Iub-Iae1jor in Uftbc!a - A 1IQd.1 

- 'qwatnt./Pbt.ry.tion' to be 'on.id.rld in the DIy.lop •• nt ot 
a Hational agricultUral Ixport Trade Policy 'nd Strat-sr , 
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Dr. H.cox, the .nort-t.ra advi.or fro. LBII contri~uted Ugandan 
Export Po11ci •• and Strat.gi •• : A •• e.lm.nt and R,commendation. in 
Auqu.t 19'9, and a .ub •• qu.nt bri.f r.port in F.bruary 1990. Th • 
• arli.r r'port waf a q.n.ral ov.rvi.w of the .cono.y, which va. 
con.i.t.nt with the PAAD ana1y.i. of Auqu.t 19", and .0 •. 
r.comm.ndation. for analytical and proqramaatic ta.k. for !PADO. 
It waf •••• ntial1y writt.n dir.ctly to A.I.D. Th. t.a. did not 
have an opportunity to r.view the later r.port, ~ut i. 1nf01"1l1<1 
that it did not v.ry directly influence the .hape of the 
pr.liminary .trat.qy document ultimately prepared ~y !PADO. 
During Marcb, 1990, a .eri •• of di.cu •• 10n. va. beld aaong EPADO 
prot.,.icnal .tatt, tha USAID Project Develop.ant Officer, Alan 
Las.ik, and Dr. Hlcox on both content and toraat i •• ue. related 
to the dlvelop.lnt ot the .tr.tegy. ~a Director ot IPADO 
pr.par.d the fin.l p.per, and on Xarch 21, 1"0, the Pr.l!linary 
Export strlttqy (or Hon-Traditional txPort Coma04iti.. va. 
pres.nted to the Mini.t.r, MPID for r.vi.w and adoption by the 
Mini.try and .ub •• qu.ntly ~y the Pre.id.nt'. Zconolic Co .. itta. 
(PEC) in May 1"0. 

Since that ti,., EPADO hal b •• n workinq on a number of follow-up 
activiti •• , Includinq: 

- a .urv.y of ",port.r. to d.t.rain. the i.pact of the 
policy r.form. und.rtak.n sine. 19.':' 

- a .urv., of produc.r. to d.t.rain. the iapact of the 
policy r.fora,: 

- inv.ntorying inforaation on .xt.rnal aarkat. and 
providing it to .xport.r. in a u.abl. fora; 

- survayinq comm.rcial banka to as.... the t.pact of the 
19'9 •• tabli.hm.nt of for.x r.tention account., 

- an as •••••• nt of the cold .toraq. faciliti •• at 
IntlbOtI 

- a review and critiqu. of the liberalization. announc.d 
in the 1990-91 GOO 8udq.t Sp •• ch and the plan. tor 
impl ... ntation of .... , 

- d.v.lopaent of tnforaation for export.r. on quid.lin •• 
and operations of the 'O~ bur.au.. 

In addition, the IXport PrOllOtion and Dev.lopment Advisor baa 
d.veloped a •• t of r.co ... ndationa r.lated to the ortaniaation 
and work plannift9 of IPADO, vbicb va. not y.t available tor 
review by th. t.pact .. aluation teaa. 

Analysi. of the Tecbnical A,.i,tane. Actiyity und.r ANI' 
The AMBPP de.iqn accurat.ly id.ntified the need for tbe GOO to 
locu. on trade policy analy.i. and planning. Tbt ~i~ ... nt tor 
I •• i.tance to the privata ,ector in .xport proaotion baa also 
be.n borne out ~ the nubar of reque.t. to IPADD and directly to 
USAIQ/Xaapala for intoraation and/or a •• i.tanea iD varioaa 
a.pect. of bu. in... develop •• nt tor .xport. l.tabll.b8ent of a .--.. ~ ~. -;.*A.t_~r.~~ . .. i . "; .. _ 0:"' '!'".. . ".. .~_,# -: ~.,~:~ .. f' .~:,. "-< '-0.4' 4 !' *" 
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unit within the GOO, and A.I.D.'s initial capitalization and 
recurrent coat support to that unit have ~en critical to the 
production of a pr.liminary export .trateqy, and to the inc.ption 
of activiti •• to monitor the impacts of trade policy r.fora. 
There i. an .conomy-ot-.cale arqum.nt that can be aade tor 
gov.rnm.nt involve.ent in promoting a country'. export. in I 
laast daveloped country IUch a. Oganda, a. vall a. in providinq 
various kind. of intormation and other .ervices tor vhich private 
gain i. ditticult to captur.. AI private •• ctor capacity to 
advi.. individual axporter. on specific a.pects ot their 
bu.in •• se. expand., bow.v.r, the rational. tor exclu.iv.ly public 
.ector involve .. nt vill tade. Donor •• hould be conacioua ot 
a •• urinq th.t the public •• ctor does not crowd out the private 
.ector in .ervic. provision over ti •• , but does .. intain tho.e 
role. for which no private 9ain can be captured. 

The meana by which the trade policy development and aon1torinq 
and export proaotion objectiv •• were addr.s.ed under AMlPP have 
rai.ed a number ot i.su •• discus.ed in the paragrapbs below. 

Locatio. of .PADO'. FUactioDs within the GOo. The Export Policy 
Analyai. and Dev.lop.ent Onit haa be.n •• tabli.hed within the 
Ministry of Planning and Econo.ic Development. Althougb that 
.ini.try has an important role in.the 9overnaent'. dev.lop .. nt 
policy and .trateqy formulation, it i. normally not re.pon.ible 
tor impla •• ntation of as.istanca to the private .ector 1n export 
promotion •. In Uqanda, that rola is usually taken by the .ini.try 
of Commerce (HOC): plan. hava be.n drawn up by the UNO' to 
provide as.istance to the MOC's Export Pro.otion Council to take 
on .any of the •• responsibilities. Officers of IPADO bave 
indicated a willingne •• to aaalg .. at. it •• xport pra.otion 
tunction. with MOC, should the latter'. capacity be taprovad, and 
A.I.D •• hould be willing to .upport thi • .ove. !be MOe is al.o 
revivinq and upgrading it. policy tor.ulation and r •••• reb 
capacity, wbich vill again overlap vith IPAOO'. etfona. Aa 
IPADU haa no tinancial viability beyond the life of the AHlP 
proqr .. , etforts to .. ~ the.e two wdta should be objectively 
conaidered ~y A.t.D. Ita principal criterion should .. 
suatainuility. capacity .hould be developed in the 
organizational context .o.t appropriate to the GOO and to the 
unit·. potential clientele • 

• ffeoti ••• e •••• ,~. V.I. ,eoba10.1 ... 1.'aDo.. ~ 0 ••• -
provided technical a •• i.tance ha. had, at be.t, • a1xed re.ult to 
date. The econoaic analy.is capacity appeara to have bad no 
i.pact on the aajor ettort ot developinq the prelbinary export 
atrateqy, althou,h the project otficer pl.yed a.very useful role 
and, in aOli. .en ... , provided the tind of technical 1npat that 
the proqraa-funded a •• i.tance tailed to provide. ft. packa9i nq 
and coaputer experts off.red a/.pecific service that vaa valued 
and not available vi thin 09anda. Aa the Ixport Pra.otion and 
oevelop .. nt Advisor bad only juat arrived at the tiaa that the 
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evaluation va. und.rtak.n, it va. too .arly to a ••••• hi. 
contriRtion. 

'-

The .tronq .howing ot !PADU despite the poor record ot the O.S. 
technical a •• istanc. a. far a. trade policy and orqanizational 
advic. i. conc.rn.d .ugg •• t. that 1) an inad.quat. a ••••• ~.nt or 
the .~at. ot availabl., qualified Uqandan per.onn.l to .tatt a 
trade policy analyaia unit va. undertaken during proqraa de.iqn, 
2) the a •• umption. that an .xpatriat. advisor is r.quired to 
".hap. and quid. the unit into a highly productiv. t ... that vill 
utilize the tal.nt vithin •••• and eto take the lead in 
proaotift9 an .ntrepr.n.urial spirit with in (.ic) the anit
(Karch 30, 1990 PIR) are not valid. It .ugg •• t. that a .are 
con.ultative approach, with the Uqandan .tatt firaly in the lead, 
should be taken to a ••••• inq and ••• ting additional technical 
a •• i.tance n •• d. in the policy analy.is area. Thi. tind ot 
proc... • •• ms to have obtained .ore readily in the area ot export 
promotion a •• istanc.. Th. Export Pro.otion and Develop.ent 
Advi.or appear. al.o to have taken ov.r the role ot a.si.ting the 
Dir.ctor to •• tabli.h the n.ces.ary organizational paraaeters ot 
the Unit (i ••• vorkplan., a .ore hierarchical structure a. a 
m.an. tor assurinq that d.cision. are taken in a ti .. ly manner). 
Clearly, th.r. i. an .l ••• nt of p.rsonality in the .tt.ctiv.ness 
of any advi.or, but the above .peaks aore to accurat.ly 
d.termininq the type of n •• d b.tore assuming ~lat A.I.D.' • 
• tandard approach of long-tera t.chnical a •• i.tanc. is 
.ppropriate. 

Contraot ~.ras of I.f.r.nc. aDd 'osition D •• cription.. Th. mixed 
record ot the o.s. t.chnical as.istanc. al.o point. up the n •• d 
for clear, r.ali.tic tera. ot referenc.. The tall contract list. 
a .eri .. ot .xpect.d outputs, but doe. not clarity ¥bieb are 
expect.d ot the contractor a. indicator. ot adequate pertoraanc., 
and whicb are expected ot IPADO a. a unit. Tbe original 
individual scope. of vork tor the Trad. Policy Advi.or atte.pted 
to compen.ate tor the tact th.t the technical a •• i.tance package 
had bean curtailed trca an .arlier two long-tera positions to one 
at tbe tiae of PAA!) approval. Tbua, it load .. into OM poeit1oD 
d •• cription the ta.k. ot tvo parson.. The current •• t ot tvo 
t.naa of ref.r.nce tor the Trade Policy Advi.or and Export -
Pro.otion and Develop.ent ~vi.or .ppear .l.o.t reversed in title 
and function and to bave .ignificant overlape. 'fbi. ~erlap . 
briJ\9. into qu •• tion tbe n.ed for A. I. D. to provide the level ot 
long-ter. technical a •• i.tanc. that it propo... tor the period 
July 1'90-1"3. 

In r89ard to the trainiJ\9 •• pect. ot ANBP, two of the IPADU .taft 
wer. attencUftCJ a .bort cov.. at Banard lnati tute tor 
International Dev.lop •• nt duri~ the evaluation te .. •• visit. 
!bu., it i. not po •• ible to •••••• the .fficacy of tbe otfahore 
trainiJ\9. Altbouqb the packaging ... inar pre.enter va. valued 
tor hi. technical a ••••••• nt of the packagiNJ production industry .. 
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in Uganda, no follow-up had ~een conducted with participant. in 
the packaging .eminar, .0 it va. likevi.e impo •• ible to deteraine 
the etfectivene •• of the .hort-te~ technical a.s1atance 1n 
providing targeted information to exporter •• 

In addition to the mattera of orqanizational auatainability 
raiaed above, there i. a aerioua concern from the point of viev 
of recurrent coats. At pre.ent, EPADO i. fully funded by the 
ANEPP and ita local currency generation.. Fund •• u.t either be 
allocated troa the GOU budget after the end ot the proqraa, or a 
aean. must be .ought tor !PADO (or it •• ucce •• or within the MOC) 
to be at lea.t partially .elf-.upportint, tor exuple, 1:»y 
chargin; a fee for its .ervic .. to exportera. 

IPAOO.JSA 
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Mi •• ion Management ot ANI" 

Pelicy Dialogu. 

Miaaion-GOO policy dialogue on the .ajor iaau •• of AWlP' (1 ••• , 
foreiqn exchang. reqi •• , reduction of bur.aucratic control. on 
.xport. and qreat.r involvem.nt of the privati .. ctor in all 
pha.e. of NTZ production and marketing) va. carried on at a very 
•• nior l.v.l on both lid... Thi. had ita .trenqtha and 
v •• Jcn...... On the Ont hand, it lent a CJl"tat deal of credibility 
to elecl.iona reached. On the oth.r hand, it prcbal:>ly led to.o •• 
• lown... in taple •• ntation b.oau.. tho .. who actually had to put 
the d.ei.ion. into op.ration had not bien ad.quat.ly prepar~ by 
invol v ... nt in the proc.... Th. kind of cSialQ9Ue 1D vbicb the 
Mi •• ion engaged va. v.ry efftotiv. for deci.ion. that could be 
tak.n by and apl .... nttd by · ... 11 number. of peopl.. 10, for 
.xample, the deci.ion to e.tabli.h a dual licen.in; .y.t .. va. 
followed by .fftetive i~l ... nt&tlon of that .Ylt... Bowev.r, 
although th.rt va. high-lev.l agre ••• nt to .treamline the export 
lic.naing proce •• ita.lf, the t.a. found that this decilion had 
only partially bean i.ple.ent.d. 

~e Mi •• lon vorked vell with other 40nor., each ot who. appear. 
to have found a oo.tortabl. niehe in the dialogue in D;an4a. Thl 
Mission'. particular niehl w •• at a •• nior level, conducted 
largely by an individual with ext.nsive baokground and training 
in econoaics. The Million both provided intoraation and .. rved 
aa a 10unding board tor GOO propo.al.. ..o.ntly, the Ki •• ion 
contributed an .oonoaio backqround paper, Trlde POlicy and 
Investm.nt B.quire .. nt. to racilitat. Export piy.raificatigD, to 
the World Banlc ~ I loono.io R.oovuy PrOtJraa II de.iqn. fte pap.r 
va. drafttd by the Alai.tant Director. A.I.D.'I overall stance 
in policy dialoque oan be charaot.riled aa positive, encouraging 
and oollegial, and key to the rtalilation ot the .xport/i~rt 
licensing 1Ch_. . . .. . . . . 

,. .: - ....... ' -;:. - . 
Equal credit for .ffective policy dialoque in Uganda .uat be 
given to the Governaent of Uqanda interlocutors; and to aJl 
incr •• sintly articulate private MOtor. In tIli. ,I.." th. 
Mis.ion found l1ta .inda and a prataatic, rtCtptl .. ~ttaDce. 
ZPADO, 18 ita aix IaOntll of full operatiOD, ha. aacIe • aignificant 
contribution to atrength.nin, the GOO in bringing .-pirical 
analyais to bear on policy probl .... 

-
If the lUaaionla approacb baa any dravbacka, it i. that th.r. is 
he.vy dependence Oft a f.., k.y playen, wbO, a. vi tll any 
governaent, are Yalnerable to r.placeaent or repositioning at any 
ti... It alM i9ftOrea the 1JIpOrtant taM of cultlva~~ tho.e 
vho vill be rupona1bl. tor 1JIplaent1ncJ the policy c:bang.I, and 
that can, and 1D this ca.e did to ~ degree, 1 .... to 
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unn.c •••• ry riv.lry .nd to del.y. in oper.tionalizlnq policy 
deci.ion.. The be.t exaaple ot th1. 1. the partial 
i.ple.entation of licen.e procedure .tre .. lininq, which i. under 
the purview ot the Mini.try ot Commerce, an organization vith 
which USAID hal not been inten.ively dialoguing. 

Progra. De,iqu 

1 word mu.t be .aid about the de.19n document on which the 
proqraa wa. ba.ed, if one ia to under.tand .0 .. ot the proble .. 
ot impl •• entation. Th. docum.nt vaa, in qeneral, lonq on 
econo.ic theory and .hort, .elf-contradictory and contu.inq on 
i.pl •• enution. Thue v.re, for exuple, no 

- proqraa 109fra •• 
• • rea1i.tic i.pl .. entation plan 
- 'pecitication of the locus of trade proaotion activiti ••. 

Moreover, nonproject and proj.ct a •• i.tance element. were 
inteninClled in the dOCWMnt. Thi. ha. led to .ub.equ.nt 
inetficiencie. and contu.10n. 1 pri •• example i. the two-part 
a.endm.nt process now 90in9 on. The project va .... nded once in 
Auqu.t 1990 to add $1.5 million for technical a •• 1.tance and to 
ehanqe the PleD. 1 .eeond a.endment, .chedu1ed for Septe~.r 
1990, will add $15 million in e.I.p. fund. vith yet another PleD. 
Another exaaple i. that alao.t all proqraa aonitoring and 
evaluation aa envi.ioned in the original document ..... to bave 
fallen through the cracks. Th. recorda related to the 
project/HPA co.ponenta are interaixed. Havinq a .inqle OS11D 
project number aake. it difficult to under.tand whether 
activities are eon.idered part of the project or the non-project 
component C •• g., the ... 11 grant. proqra.), and doubtle •• create • 
• 0 •• accountinq i •• u ••• 

Internal Prograa Kanage.ent 

The confiquration for .anaq ... nt of thia activity varied during 
the life of tIM Protr... fte AI.iatent Director bad overall 
re.pon.ibility for proqraa aanag .. ent, a. ve11 a. for tha 
technica1econo.ic analy.i. that fed into the policy dia1oque. 
The project Develop .. nt Officer (POO) va. re.pon.ib1e for the 
Co_odity IlIpOrt Protr .. , .upported by three local .taff MBer •. 
Initially, afte Aft applicant bact received 100 approval, the 
A •• i.tant Director and PDQ toqether .. d. the final deci.iona 
r89arcU.,nq acceptance or rajection of applic:ationa for ua. of the 
resources available under the C.I.P. That configuration va. 
foraaliZed and expanded with the addition of the Agricultural 
Dev.lop.ant Officer (ADO) in 11 1990. 

lackatoppinq of the technical a •• i.tance·.ctivity va. initially 
.hared betveen the As.i.tant Director and the P1)O. Ttl.re ..... 
to have been a period during which the technical a •• i.tanee 
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" .." " coaponent had no clearly de.ignated ~ack8top officer ~elde. the 
overall progr ... anager. A Pre.idential Manag .. ent Intern (PMI) 
arrived in March 1990 for a six-.onth tour, and a.suaed 
re.pon.ibility for .anaging the technical a.sistance activity. 
He reported to the ADO. 

Local currency tracking vas carried out by the office ot the 
Controll.r. Local currency programming tor AHBP va. handled 
initially by the Assistant Director. Subs.quently, that task has 
d.volved to the Progr .. Officer for qeneral ov.rsight, vith input 
fro. each activity .. nager. 

In regard to proqra. aonitorinq and tractinq, the Ki •• lon data 
aanagament .pecialist, a local hire, va. re.ponsible tor ke.pinq 
an accurate record ot export-i.port li~en •• s granted (with 
associated intoraation r.,radint t)'p48 of co_ocUty, volUlU, 
value, de.tination, etc.). Occas10nal reportinq cabl •• vere 
dratted to A.I.D.jWashingtoft# detailing policy dialoque and 
retor. progres. to date. Record. vere .aintained on 1.porter and 
coaaodity approvals, rejection. and lettar. ot credit 
e.tabli.hed. The three local .tatt working on the C.I.P. 
perforwed end-u.e checks of the C.I.P. comaoditie •• 

Havinq both project and MPA back.top report to the A •• istant 
Dir.ctor doe. not •••• to have .nhanced coordination or i.pact 
(witne •• the lack of proqraa .onitorinq). 

Manag.rial IffiCi.ncy 

As noted el.ewh.re, becau •• C.I.P. funda wer. aade available at 
the official (preferential) rate ot exchange and beCau •• ot the 
lack ot a broadly con.tituted .election co .. itt.e,the allocation 
proce •• for the C.I.P. re.ulted in both preterential allocation 
and an. adainistered allocation that iapeded aarket .ignals tro. 
doainatiNj the deteraination ot u.e., price. and .0 torth. The 
criteria for C.I.P •• election may not have been adequately 
publicized, but the recorda reveal unwarranted intru.ion in the 
deciaionaakint ot individual entrepreneurs, and an overly-tine-
9%"ained interpretation of uny of the criteria so a. b exclude 
potential.1aporters. 

On the tecbn1cal a •• i.tance .14e, there va. aqa1n, according to 
the cSoc:nmen~ and verbal evidence, a .igniticant level of . 
• econd-gue.sing and over_pacitication. Thi. at lea.t partially 
re.ult. trca the lack ot clarity about the ulti.ate objective of 
the technical a .. i.tance. It remain. unclear whether 
OSAIO/Kaapala believ .. it i. contributing t~ building .u.tainable 
in.titutional capacity for trade policy analy.ia and export 
proaotion, or vbether the technical a •• i.tance wa. provided 
larqely to facilitate attaining the .horter-tera objective. ot 
the AMEP progr... The ~t recent .anite.tation of thi. lack of 
clarity i. the insi.tence upon adding a .econd long-tara 
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technical aaaiatance poaition in the tace ot the lack ot .ucceaa 
ot the earlier attempts to provide additional econoaic analytical 
capability, and an articulated preterence tor .elected .hort-te.rlI 
aaaiatance on the part ot the Director ot IPADO. USAID/xam~la 
ia currently aaen4inq the LlII contract vith a position 
description that is inconsistent vith the reeo ... n4ation tor thAt 
po.ition put torward by the Export Promotion and Developaent 
Advi.or. It the Mission vi shes the tunctions to be au.tained by 
the GOO~ it aust treat IPAOO colleqially, rather iapoain; A.I.O. 
priorities on IPADO, vhich ia vholly dependent on A.I.D.'a 
qoodvill tor ita continued tinanciD9. 

eonelu.!on. 

The tact that the policy dialogue el .. ent of thi. activity ba • 
• at with .ore thorouCJh90ing .ucce.a than tha two -leq.- Oft which 
it atanda i., at least in part, a retlection ot the prograa 
aanaqeHnt by USAID/lta.pala.· The viadoa of the requireaant tor a 
atronq deaign docuaent, with a aolid, realiatic implementation 
plan, ia underacored by the aubsequent contuaion and heavy 
manaqement burden experienced durin; i.pl.mentation. It i. 
important that the Mi.aion draw up a tiqht iapl .. entation plan 
and local currency use plan tor the PAAD amendment, and begin to 
draw back tro. the very intenaive aanaq ... nt .ode that has been 
used to date to iaple •• nt the AH!PP. 

MGJI'l'.JSA 
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THE PRET !lUNARY ExpoRT Sl"RATWY 

I. INTRODUCTION 

Uganda during the 1960's, expor~ed a more diversified 
mix of products than in the case presently. The severe 
disruptions which commenced in the early 1970s wiped out al~ 
the other commodities from the export scene and coffee was 
virtually left alone contributing at one time over 98\ of 
total export earnings. 

The last three years witnessed another tragedy when 
International Coffee prices fell by over 50% and the ICO 
agreement collapsed. Uganda's export earnings fell from US 
$ 408 million in 1984 by more than sot. 

Since the modern sector i'n Uganda is import dependent 
its maintenance and development depend wholly on the 
continued inflow of foreign finance. Therefore these 
tragedies spell out doom for the economy of Uganda unless 
something is done, and done quickly. 

The NRM's long term development strategy aims at 
building a strong national economy. The main element of 
this long term strategy directly pertains to the 
strengthening and diversification of exports. One of the 
tasks of the Export Policy Analysis and Development unit of 
the Ministry of Planning and Economic Development is to 
develop a National Export Strategy for the country. Since 
this task will take sometime, and action is required ~ 
the Unit has produced a preliminary Export Strategy to 
enable the government to act quickly and prevent a bad 
situation from growing worse. This preliminary Export 
Strategy will form the basis for the development of a more 
compretlensive and complete export strategy after all the 
necessary studies have been carried out. 

I I • GOM 5 AND OBJECTIVES; 

The goals of this strategy are to develop and promote 
the non-traditional export trade potential of Uganda. 

The specific objective is to increase the value of non
traditional exports to over us $100 million per annum within 
three years on a sustainable basis. 

3 
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pUYIM: 

The Key playerS in achieving these goals and objeccives 
and their roles are described below: 

Government: While it is the duty of each citizen ~o 
develop his coun~ry, the government must therefore create a 
conducive environment for each citizen to contribute 
~aximally to development. It must remove all obstacLes to 
exporcing; and provide incentives to producers, traders, 
cranspor~ers, financial institutions and Consumers. It mus~ 
improve the external environment and mus~ offer improved 
facilities to exporting. The governmen~ should facilitate 
profitability to all players. 

Producers: Producers must ensure that commodities are 
available at the correct time: in correct qualities, 
varieties and volume. They will fulfil this role if their 
operation is profitable. 

Exporters: These are the linkmen between producers and 
final consumers. Their roles should be recognised as 
essential. 

Transporters: Goods are useless unless they have reached 
the point at which they are going to be consumed. The role 
of transporters is to ensure that goods arrive at their 
point of destination on time and in good condition. 

Financial Institutions: Money is the lifeblood of commerce. 
The role of the Financial Institutions is to ensure that 
credit is available in correct quantities and at affordable 
prices. 

Consumers: This is the target group of the whole 
operation. While their wishes should be taken as given;, 
attempts should b~ taken to try to gear their tastes to our 
particular products. 

Foreign Governments (which with consumers set foreign market 
conditions) Foreign governmen~s set the rules under Nhich 
trade will take place. They set the standards and put in 
place tariff and non-tariff barriers to trade. The 
political relationships between countries also determine 
whether one country will trade with another or not. Uganda 
must cultivate friendly relations with countries it wishes 
to trade with. 

Aid Donors: Aid Donors ca~influence economic activities 
within a country by their actions. They could ruin a whole 
export market potential by offering free commodities. They 
could also offer a whole range of opportunities by buying 
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commodities to be offered as free goods to some needy 
people. This later opportunity should be explored to the 
full since Uganda is in the midst of a region prone to 
political unrest and frequent droughts. 

IV. ~QN-TRADITIONAL EXPORT COMMODITIES 

The list of potent\al agricultural commodities for export 
and promotion is long. Based on reports of exporters and 
producers, early response to the export retention scheme 
(Table 1) and EPADU staff knowledge of market conditions 
the following categories of commodities have been selected 
for initial research, promotion and development: 

Table 1: The Value ot Export Licenses granted Durir.g the 
Period January 1988 to January 1990 

Item Value in US $million 

Hides $& Skins 18.8 

Tea 11. 2 

Dried Beans 10.7 

Maize 7.8 

Timber 6.6 

Fish 4.0 

Bananas 3.0 

Sesame 2.7 

" 
Misc. Vegetables 1.5 

Misc. Fruits 1.3 

Pineapples 1.1 

Ginger O.S 

Cereals 0.6 

70.9 

Source: USAID - Kampala 
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Bioloqically Grown Fruits and Vegetables: These are 
fruits and vegetables grown without the use of pesticides 
and herbicides and using naturally produced fertilizers. 
Biologically or organically grown produce command higher 
value in the markets of health - conscious Europeans. 
Uganda has a comparative advantage in this type of 
production due to the present minimal use of such foreign 
exchange dependent imported agricultural inputs. The 
potential commodities in this category include: 

pineapples 

passion fruits 

bogoya 

french beans 

avocadoes 

Food Aid to African Countries: Due to the recurrent 
problems of drought, warfare and inability to meet internal 
food demands in many neighboring countries, a very large and 
continuing market exists in food aid. Uganda is well 
situated to serve this market due to its location and 
ability to produce the specific commodities desired. The 
bulk of this market is with international relief and donor 
agencies, although a growing portion is with private sector 
importers. The commodities included here are: 

dried beans 

maize 

Cassava 

sweet potato 

simsim 

groundnuts 

Fresh and Processed Fish and Fish Products: Uganda is 
blessed with numbers of lakes and rivers which produce an 
abundance ot fiSh. Already a significant export market 
exists for fresh, dried and smoked fish and with development 
for fish by-products. 
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Spices: Another smaller export ~arKet exists :or s~l~es. 
The long-term development of this marKet ~ay L~cl~de 
'/anil:a, tumeric and cinnamon. More i~mediatelll ~gar.da =an 
export: 

chi lies 

pepper 

ginger 

Hides and Skins: The final category is that of ~ijes ar.d 
skins in both ~lnimally processed and highl 1 processed 
(leather) form. 

Exports must meet the particular standards and consumer 
demands in the final place of consumption. ~he most 
~mportant market locations for Uganda include: 

The middle East. 

European Economic Community 

?TA'countries and Zaire 

This is confirmed by the destinations of exports under the 
Export Retention Scheme shown in Table 2 

Table 2: Destination of Non-Traditional Exports 

Destination No. of Licenses Value (US $ million) 

Africa 360 32.0 

Europe(UK excluded) 50 :6.6 

UK 137 

Middle East 43 5.0 

Asia 12 J.4 

Others 22 J • 4 

624 70.9 

Source: USAID - Kampala ~ 
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'J" PRELIHINAR'f IDENTIFICATION OF CONSTRAINTS 1'0 EXPORT 
JIVERSIFICATION AND STRATEGIC ANAL'iSIS 

Achievemene of the serategy requires analysis cf 
conditions which affece export diversificaeion and 
expansion. Analysis is an on-going process wiehin ~~e 
Export Unit in coordination with other government ent:: es 
sharing responsibilities for exports. Once such :or.di: ens 
are identified, specific actions are recommended :0 :~pro'/e 
~on-traditional export performance. ?reliminary l~s~ing of 
constralnts and strategic analysis is proceeding i~ :~e 
Eoll.owlng areas: 

~) ~acro-economic environmental problems 

lack of incentives to producers 

inappropriate macro prices (exchange rates, Nage ~~:es, 
interest rates, rents and inflation) 

absence of investment code 

non f=eedom to hold foreign exchange 

political & economic stability 

External and internal coses, prices and financial 
returns are a major determinane ot export activity. 
Realignmene and reform of Uganda's economic struct~re are 
underway~ evaluation of macro-economic condieions suppor~s a 
series of recommendations aoout additional reforms ;.ecessary 
to facilitate expansion of non-eraditional exports and 
achievement of the Strategy. These include appropriate 
prices for foreign exchange and credit, proper levels of 
taxaeion and spending, urean and rural prices, transpor~ and 
communi~ation rae~s, and financial inducemen~s for 
investment-domestic and foreign. Table 3 shows t~e exc~ange 
::3'tes at which each export commodity 'N'ould be ccmpe'::::"/9 1:; 
tne ~orld markee. 
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Table 3, ~xport Competiti~eness; Compe;lve Exchange ;ltes 
Jomestic Resource Costs I 

Est i:n:!t:es ?rojectlons 

Commodi-:.y 1989/90 :990/91 1991/92 :992;93 

Coffee: Arabica 521 629 583 616 

::offee:~obusta 553 685 372 ~J2 

Cotton 205 225 236 247 

Tea 181 198 208 218 

Tobacco 241 264 277 290 

cocoa 363 397 416 436 

~aize 1670 1829 1916 2~O7 

Beans 374 410 429 450 

SimSim 343 376 394 412 

soya beans 620 679 712 745 

Groundnuts 1373 1504 1576 :651 

Cashewnuts 9 10 11 :2 

Average competitive 
Exchange Rates 529 613 699 742 

Source: Macro-Planning Dept. MPEO 

(b) Institutional Bottlenecks 

expensive and cumbersome procedures 

proliferation ot organization/Ministries deal~ng with 
exports 

bureaucratic delays in processing & licencing 
--

inbuilt beliet that businessmen are either thieves or 
cheats or enemies of government 
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~he ~ronq belief ~ha~ foreign exchange belongs ~o 
governmen~ and no ci~izen should hold i~ ~i~hou~ 
permission 

~equirement for separate expor~ licence each ~:~e er.e 
~an~s to expor~ 

centralization of licensing 

lack of foreign exchange for exporters to look for 
:narkets abroad 

imposition of reserve prices for exports 

numerous payments to different organizations dealing :n 
export 

res~ricting exporter to one destination 

problem of long turn round for double export-i~por~ 
licence of nine months or more 

lack of 'expor~ oriented industries 

problems of financial institutions especially UCB 

income tax deposit 

restriction of private air freight operators to operate 
in Entebbe 

obstacles imposed by Uganda Airlines to would be other 
operators 

Historically, developed legislative and administrative 
controls are excessive: they involve government in extensive 
and intensive direction of productive activities. 
Impediments to timely decisions and actions by enterprises 
need to be narrowed and streamlined. Building upon a 
strengthened macro-economic environment in ~hich prices play 
a significant role in allocating resources, government's 
role can and must be reduced to a minimum. Government ~ust 
cease to impede legitimate productive activity, rather 
acting to promote and encourage non-traditional expor~ 
activity. 

(c) Marketing Problems 

inadequate crop-financ~ 

ignorance about export potential, export markets, 
prices, quality control, standardization 
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:ack of specia~izacion ~~ expor~~ng 

~nsei~~eional incumber~nces 

absence of business connec~~ons 

collec~ion of goods :~c~ a ~arge number of ::spersed 
producers 

administrative bot~:enecks 

Uganda already is engaged ~n ~odest :evels of ~on
traditional export activity. Such production comes from a 
number of produce lines within agriculture: it is a~so 
directed to several diverse areas of the world. For ~ost 
products ~here already is keen competition from ctner 
councries, establishing limits on price, quali~y and 
quantity. Successful expansion of expores requires 
concerted and careful analysis of ~arkeC opport~n~~ies. 
:er~ain product rtniches" eXlst whicn Ugandan produc~s can 
fill. Addi~ional varieties of crops, jirectly correlated ~o 
sophisticaced ~arkec requiremencs abroad, can be grown and 
exported. rt is essencial to initiace export expanslon and 
pro~otion from :he premise :hat exportable products are 
destined for particular consumers in explicit markets 
abroad. 

(d) transport and communications problems 

poor feeder roads 

inadequate rolling stock 

inadequate air-cargo capacity 

lack of facilities at Entebbe Airport 

irregularity of flights 

high airfreight charges 

high handling charges 

requirement of payment in foreign exchange for 
handling, fuel, landin~etc. at the airport 

discriminatory charges in Kenya 
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expensive telecommunications 

lack of f~cilities for crivate exporters at :~e 90rts 
of Mombasa and Dar-es-salaam 

Physical const=alnts ~o existing ~nd expanded exports 
~rise f~om the severe disrupt:on of t~e Cgandan economy :~ 
the ~ast. ~eliberate actions mUSt ba taken on a 9r:ori~y 
basis to provide priority improvements to roads, equ:pment, 
air facilities, distrlbution and collection cente~s, and 
other infrastructure if export expansion is to proceed . 

. e) post-harvest handling problems 

problem of colleCting produce from a large number of 
dispersed small-scale producers 

lack of storage chain (cold or otherwise) 

lack of standardization and quality control :aci::t:es 

inadequate and low quality packaging materials 

lack of cleaning and grading facilities 

Critical to successful export of agricultural products is a 
well-organized, smooth movement of goods from points of 
production to final point of export from Uganda. A chain of 
post-harvest activities exists which includes collection, gradi~g 
and quality control, packaging, cooling, transport and storage. 
Extension and demonstration activities through collection farms, 
coops and central markets are required. Provision of services 
from enterprises is essential, as is government participation and 
encouragement. ' 

If) Production Problems 

lack of the right planting materials 

dependency on rainfed agriculture so that production is 
seasonal and unpredictable 

lack of production credit 

lack of coordination in~input procurement 

problem of dispersed small scale producers 
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absence of large scale ~ommerc~al producers 

lack of training for far~ers ~n quality contro~ ~~d 
scientlfic ~ethods 

~igh cost of produc~ion 

~ack of produc~ion ~~cen:~~es 

~ey to signif~car.t expansion of agricul~ural expcr~s _5 

addi~~onal production. 7his requires spec~:ic produc~~o~ ~
par~:cular crops and variet:es in suitable regions, all 
coordinated to meet foreign consumer demands and seasons. A 
complex mix of activities and conditions must ce present ::r 
production to expand, including: research; extenSion and 
demonstration acti':ities: credit: assured access ~o ~~pu:s; 
and maintenance of quality and timeliness at ~he en~er?r:se 
and coop level. Both enterprises and government ~ave ~ey 
roles ~o play in assuring that production can keep pace ~:t~ 
other aspects of Uganda's export strategy. 

g: :nfor~ation and data problems 

lack of data on production, consumption, expor~ and 
import of the commodities 

ignorance of producers, exporters, and government 
functionaries 

:ack of data on the export markets, prices, 
competition, varieties, qualities conditions 0: sale 
etc. 

Export pessimism exists in Uganda: current and 
potential export~s have been discouraged by adverse 
conditions. Market information on product demand and 
regional market opportunities is difficult to obtain. 
Government must match improved financial, institu~:onal and 
infrastructure conditions with active information and 
marketing assistance. Agqressive promotion of exports is 
essential. 

VI. APPROACHES TO THE STRATEGY 

Objective: Uganda will develop and promote non-tradi~ional 
exports, with the aim of achieving sustainable earnings of over 
us $100 million per annum within three years. 
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Approach; 7here is an ~nderl/lng s~ra~eqy for expor~ 
ii'/ersifica~ion ~hich shaces ~he ac~ions Governrnen~ mus~ ~~Ke. 
:~~eren~ In t~e Rehabili~atlon and 8eveloprnen~ Plan :s ~~e 
:esponsibility of Gover~~e~t ~o str~c~~re a financial and 
~ns~itutional environmer.~ Nnlch enacles enterprlses ~o produce 
~:~ersified products Ear expert. 7hus, ~everr.rnent ~us~ erac~e 
cut ~e~ subsidize: it ~ust :emeve jistor~lons and i~pedi~er.ts, 

=ut ~ot encourage ir.effi=:er.~ product:on for domes~ic or forelgn 
~cnsumpticn. :: must ~urture and encourage ~he priva~e sector to 
:3~e on a ~idely expanded :ole, cer~ain :~at their efforts ~nd 
::s~s can ~ead to financ:al ;aln. 

Export ~nit: T~e Export Policy Analysis and Developmen~ 
~nit, ~inistry of Planning and Economic Development has teer. 
established by Government ~o assure that expor~ diverSlf~cat:c~ 
~roceeds along side G~vernment's continuing efforts to achieve 
structural realign~ent and reform. The strategy of the Unit :s 
:0 ijenti:z impediments to d~versified agricultural production 
a:-:d expor,,:, initiate actions ~o !:"educe and !:"emove disincel",::"';es, 
3nd encourage enter~rises to expo!:";. This assignment ~o :~e ~n:: 
~s co~sistent ~ith t~e responsibility of the Ministry of Planning 
~r.d Sconomic Jevelopmenc to articulate Government's 91anninq and 
~so:-:emlC developmen~ strategy, coordinatel:"esponses from a1: 
segments of the economy, and oversee the achievement of goals and 
st:-ategies. 

Coorjinated Governmen; ?ar;i;i~ation: Actions by the Sxport 
~nit ~ill fit lnto a broad array of other Governrnent entities and 
responsibilities ~hich also de~ermine the environment for export 
aC":ivity, including: 

Ministry 'f Planning and Economic Development 
Ministry of Commerce 
Ministry of finance, Customs 
Ministry of Agriculture 
Ministry of Tr~nsport 
Ministry of Cooperatives and Marketing 
Ministry of Animal Industry & fisheries 
Ministry of Industry 
Bank of Uganda 
Export Promotion Council 
Agricultural Secretariat 

~~e Export Unit will encourage a coordinated attack on 
~mpediments to export diversification by organizing an !nter
Ministerial/Industry Working Committee with the objective of 
jeveloping a National Export Devel~pment Strategy. 

Enterprise Participation: ~eadership in identifying elements 
of such a National Export Development Strateqy will be exercised 
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by ehe Expor~ Unit: this ?relimlnary ~evelopmen~ Stra:egy :~r 
~on-rraditional Expor~s beglns such a process. :t:s ~~por~an: 
:~at ~~ addition to government =oor1:nat:on, a broad 
~epresentation of indlviduals and crganizatlons from :~r:~g~c~: 
the economy ~articipate in shaping Uganda's National Sxport 
Strategy. If the natlon is to acn:eve ~educed dependence ~pon 
cof~ee exports and t~e ~ncertaint:es and financial disr~pt:ons 
~hicn go witt such an export base. :ten Government's export 
ii~ersl~i=ation strategy mus~ address t~e actual imped:ments and 
~indrances :0 product:on for export markets. Only by ~isten:~; 
:0 t~ose indi~iduals and entities with the capability and/or 
~otent:al :0 export can Government shape an ef~ect:~e and 
~eaning:ul export strategy. 

VI. ACTION PROGRAMME 

Basic Premise; The Export Unit has identified a numcer of 
key areas within the economy where actions must be undertaken ~o 
=educe impediments and actively encourage expor~ divers::icaticn. 
~his ~s a preliminary lis~ which must be discussed wi:~:n 
Sovernment and among individuals and entities that have the 
potential to export. ~uidance in forming such a lis~ jer:~es 
from :~e overall strategy of t~e Expor~ ~nie: to creace ~n 

enVlronment conduclve co export diversification where en~er?=:ses 
are ~il~:ng to undertake risk and there is a reasonab~e potene:ai 
:~r :i~ancial gain. Such a straeegy, ~hile removlng ~~pedi~en~s 
and previous disincenti7es, muse stop short of subsid:z:ng or 
over-encouraging export activity. Resource scarcity and nacional 
development priorities demand thae efficiency as measured by 
world prices playa guiding role in deeermining t~e ac~~a: ~:x of 
produces to be exported. 

Analysis of Conditions: The process of establishing an 
Ac~ion Programme has been driven by the question: whae are ~ne 
conditions which act to hinder or prevene export divers::i=at:cn? 
By approaching the problem ehrough the eyes of potential 
~xporters. it is possible both to structure and pr:oritize steps 
which mus~ be taken to encourage export diversification. :~is 
also pues into proper perspective che separate but supporti7e 
roles ~hich must be played by Government and the eneerpr:ses 
themselves if export diversification is to proceed. While 
government acts eo correct remaining imbalances and dis~or:ions 
and to provide appropriate encouragement to export 
diversifica~ion, enterprises themselves have many 
responsibilities if financial gains are to be achieved Nith:n 
acceptable levels of risk. Increasingly it will be the 
responsibiliey of producers and traders to undertake projects 
leading to enhanced export performance, to identify remaining 
impediments, and to work ~ith Government to overcome 
difficulties. Government has made and will continue to make a 
solid commie~ent to encouraging exports; eneerprises are new 
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being called upon to join in the effor~, to contribute to 
evaluating this preliminary strategy and to under~ake increased 
export activity. 

PriQrity Actions Recogmended; The Strategic Analysis being 
conducted by the Export Unit is comprehensive~ it has evaluated 
the broadest range of conditions, favorable and unfavorable, 
affecting non-traditional exports. From this review the Expor~ 
~nit has drawn up a prioritized list of i~provements required to 
move Uganda along the path towards realizing the underlying 
strategy of expanding non-traditional export earnings to US SlOO 
million per annum within three years. Below are listed these 
priority improvements which are required to facilitate export 
expansion: 

PRIORITY ACTION RECOMMENDATIONS 

1. Adequate Exporter compensation for Foreign Exchange Earnings 

There is wide recognition that the official exchange 
rate is overvalued and severely hinders non-traditional 
exports. The Export Retention Scheme has been an attempt t~ 
alleviate this constraint, but limitations on use of foreign 
exchange and lack of confidence constrain its effectiveness. 
The double export-import licence is another example of this 
recognition. 

A variety of recommendations are being made to correct 
this distortion. Legalization ot the "Kibanda" market is 
proposed, as is devaluation of the ofticial exchange rate 
which would then be maintained at levels which reflect the 
true scarcity value of foreign exchange. !t would also be 
possible to make major improvements in the Export Retention 
Scheme. 

. 
Critical to ~ncouragement of non-traditional exports is 

a simple, predictable, profitable assured method for 
exporters to earn, hold, use (for imports, foreign travel 
and servicing of foreign obligations) and dispose of their 
foreign exchange. Whichever approach or mix of approaches 
is used, it is essential that Government establish and 
maintain financial conditions which make it possible for 
exporters to plan on long-term involvement in earning 
foreign exchange through sale of non-traditional exports 
abroad. 

Ministry/organisation Responsible: BOU, MPEO, MOF 
Time horizon: immedia~ 
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2. 

/'" 

/ 

One Stop Processing of Licenses and Cer~ificates 

Fundamental to Open General Export Licenses (~n 3 
below) and streamlined licenslng procedures for expor~ers 
(in 4 below) is consolida~ion of the necessary approvals 
into a single office. Government must act administratively 
to reduce in scope and eliminate in distance the steps 
exporters have to take in receiving approval for their 
activities. Further Government must place severe time 
limits on itself in terms of the maximum days necessary for 
exporters to receive necessary approvals. 

Ministry/Organisation Responsible: MOC, SOU, MOA, ~OArF, ~CM 
Time horizon: immediate 

J. Open General Export Licenses 

Regular exporters are severely hindered by current 
licensing procedures. Excessively complex and lengthy 
requirements introduce delays and uncertainty as ~ell as 
additional costs. Serious encouragement of export acti'llty 
requires immediate establishment of an annual license for 
regular exporters, under which any number of consignments 
can be exported for approved products. This is an 
administrative and legislative step which Government can 
undertake to smooth the way for increased levels of export 
activity among regular exporters. 

Ministry/Organisation Responsible MOC, BOU 
Time horizon: Immediate 

4. Streamlined Export and Import Licensing Requirements 

Exporters f~ce complex, lengthy and unpredictable 
licensing require~ents both to export and to import 
requirements for production, handling and packaging. go~h 
in the case of regular exporters seeking an annual cpen 
General Export License and new or seasonal expor~ers seeking 
individual consignment export licenses, the requirements 
need to be reduced, streamlined and limited in the ti~e 

~/ required for approval. 

Approval of import licenses for import requirements of 
exporters present similar delays and complexities. This ~s 
true even in cases where sufficient foreign exchange to 
cover costs exists in Export Retention Scheme foreign 
exchange accounts or no foreign exchange is required from 
the Central Bank of Uganda. As for export licenses, 
Government mus~ severely reduce and limit licensing 
administration. 
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~inistry/Organisation Responsible MaC, sou 
7i~e Horizon: :~ediate 

~ Air Transport :~pr~vement 

Severe constraints exist on Gganda's ability :0 ex~cr~ 
:resh 9roducts by air. The ~onopoly exercised by ~gandar. 
Airli~es and bureaucratic controls by other author::ies ~a~e 
alr shipments uncertain and costly. These problems can ~r.:i 
be addressed by opening air transport to competition Erc~ 
other s~ppliers and by streamlir.lng administration c: alr 
cargo handling facilities and fees. Arrangements ~ust aiso 
be put ~~ p~ace ~~ allow for payment of alr frelght :~arges 
by local exporters in Uganda shillings. 

Ministry/Organisation Responsible: MOT, MOE, uAC, Airport 
Authority, MOW, SOU. 
Time Horizon: Short to medium 

~. 201d Storage Facilities 

An i~tegral part of i~proved export of fresh p=cd~ce t; 
air is ~ajor restructuring of the cold chain of product 
handli~g and storage. This includes initial coolir.g at 
production and collection points, appropriate transport at 
controlled temperat~res, storage in airport facili:i:s Nhere 
each type of product can have an appropriately controlled 
environment, and speedy loading onto air cargo facilities. 
I~volvement of private enterprises in the funding and 
management of such a cold chain is both essential and 
desirable. competition from enterprises and the 
efficiencies and cost-effective services which can be 
provided should be a major source of cold chain services. 

Ministry/Organisation Responsible: MOW, MOA, ~F, MCM, 
Airport Authority, SOU, EPADU 
Time horizon: medium - to long 

Marketing Information Services 

Growth of Ugandan exports must be matched by expar.sicn 
of readily available information on markets. Exporters ~~st 
be assured of access to information sources so that 
consignments can receive competitive prices ~~ overseas 
markets. Further, specific opportunities to export ~o 
foreign markets derives from sophisticated informa~~on 
services. There are economie~ of scale in provision of suc~ 
information services: Government needs to stimulate 
improvements in market information. Effective models :~r 
enterprise involvement in market information services of:er 
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alternatives to Government belng ete sole or even ~a~or 
provider of serVlces. 

Ministry/organisation Responsible: ~OC, EPC,EPADU, 
MOInformation, MOForeign & Regional Affairs, 80U, MPED 
Time Horizon: Short-to ~edium 

~. ~emoval of ~eserve Prices on Exports 

/ 
V 

Acts by Government to assure minimum prices Ear expor~ 
=ons:gnments are outdated and will be unnecessary ~nder :te 
:~nancial environment being created by these refor~s. 
:mprovements in exporters' abi:ity to retain and ef~ecti~eli 
use foreign exchange will eliminate pressures for ~nder
invoicing. :mproved market and foreign price informaticn 
and aggressive marketing of Ugandan products will i~prove 
the prices which exporters can receive for their products 
abroad. 

Ministry/organisation Responsible: 80U, MOC, EPC, 
Agric. Secretariat 
T~me Horlzon: :mmediate 

9. :mproved Access to Packaging Materials 

Limits on quantity and quality of domestically produced 
packaging ~aterials are a major impediment to expansion of 
non-traditional exports. Immediate access to additional 
packaging materials can come from automatic approval for 
exporters to import necessary packaging where domestic 
availability is limited or quality is not adequate. :onger
term solutions should include major improvements in Ugandan 
production of packaging materials, which should include 
competition from several enterprises. ~ithout high quality 
packaging, Ugandan export competitiveness will continue :0 
be limited. 

Ministry/Organisation Responsible: MOl, 30U, MOe, ~?ADU 
Time Horizon: short to medium 

10. Promulgation of The Investment Code 

Access to foreign capital is required throughout tte 
economy. ot critical importance for export expansion are 
foreign partners and joint-venture undertakings. 3esides 
bringing in capital for exp~sion, such links to foreign 
partners infuse knowledge and experience: essential 
components to penetrating sophisticated foreign markets. 
~ithout rapid finalization of an Investment Code 
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sa~isfac~ory eo foreign ven~ure par~~ers and sour=es of 
capital. Uganda's efforts ~o expand exports ~lll Oe severe~! 
!1indered. 

Ministry/Organisation Responsible: MOF, NRC, ~inis:ry cf 
Justice, MPED, sou. 
Ti~e Horizon: i~mediate to shor~ 

?os~-Har~est :~prov!ments 

A companion ~o i~provements in export ~roduc~ion Nil: 
be ~~e availabili~y of post-harvest handling, packag:~g and 
transpor~. In the f~ture a comprehensive system of ~os~
harvest services must be available. Elements of handli~g. 
storage, packaging and transport have been addressed 
already, but Government must start now to assess t~ese 
elements and assure that they fit into an integrated sys~em. 
Where problems and constraints remain, it will be essent:al 
to stimulate solutions. Involvement of enterprises to 
deliver such post-harvest services is critical jue to :ack 
of government financing and the efficiencies which 
enterprises can bring to post-harvest services. 

~inisery/organisaticn Responsible: MeM, MOA, MOW, ~?ADU. 

MOlndustry 
~ime Horizon: medium to long 

Access to Credit 

A barrier to major expansion of export activity ~s 
current limits on credit for exporters. Some large 
exporters. with assistance from foreign buyers, can expand 
exports through current channels of financing. But 
encouragement of new exporters and expansion of expor~s by 
many existing enterprises depends· upon substantial 
improvements in crQdit terms and availability. Use of 
commercial banks and the possibility of an Export :=edi~ 
Facility for rediscounting offer one option for assur:ng 
appropriate credit is available to match the ~il:ingness and 
capability of Ugandan exporters to increase their sales ~ .. 
foreign markets. Government must assess current c~edi~ 
availability, problems, and available solutions. 
Appropriate solutions must then be implemented quick:! so 
that lack of credit does not become a constraint to export 
expansion and diversification. 

Ministry/Organisation Responsible: BOU, MOF, Commercial 
Banks, Other Financial Institutions 
Time: Short to medium ~ 
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:J. ~xpansion of Export Production 

As Uganda proceeds with expanded exports of ~o~
traditional products, production li~its will beqln ~o 
constrain growth ~ates and diversification possib~:i~:es. 
Government ~ust begln now to design comprehensi~e ~pproac~es 
to breaking these production limits. Such an approacr. 
should i~clude selective encouragement of large-scale 
:a~ing where there are economies of scale, ~se of contract 
growlng and out-grower schemes, increased smallhol:er 
participation through co-operative organizations. extens:on 
services, and research into crop varieties which can be 
grown in Uganda. Rehabilitation of research and exte~sior. 
services as well as encouragement of innovati~e grower 
organizations and cooperation are essential. 

Ministry/Organisation Responsible: MOA, MAIF, ~CM. 30U 
Time Hortzon: Short to medium 

~4. Acti~e Export Promotion 

Entry of new enterprises into export activity ~equi=es 
substantial encouragement and facilitation. Initial 
assistance in the complexities of exporting products to 
foreign markets is essential. All aspects of production for 
export ~ust be covered in training and assistance services, 
rangi~g from exploration of specific market demand for 
individual products to quality control in production, 
handling, storage and shipping. Export promotion ser'/ices 
can be delivered by several different organizations, 
including government offices, business associations, and 
enterprises in the service sector. Experience accumulated 
around the world indicates that traditional government 
export promotio~ services are rarely efficient or suited to 
the real needs o~ exporters. Uganda should take advantage 
of this accumulated experience in designing effective 
services through appropriate service delivery organizations. 

Ministry/Organisation Responsible: MaC, EPC, EPADU, 
MOForeign , Regional Affairs, MOInformation 
Time Horizon: Short to medium 

~5. Comprehensive Storage Improvements 

In addition to improving the cold chain of product 
handling and storage, there_is need for an integrated system 
of storage of other products. This should systematically 
range from on-site production storage to collection poi~t 
storage and point of export facilities. Elements of this 
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storage chain exis~ bu~ need to be :~proved and ~n~eqra~ed 
into a coordinated sys~em. The capabilities of such stcrage 
services must matCh the requirements of the speci:ic 
products being exported and the demands of the foreign 
~arkets. Scarce government funds require an active role fer 
enterprises and private invest~ent in provision of these 
services. Government ~ust, however, :nitially assess 
requirements and assist in planning :or expansion and 
integration of storage services. 

~inistry/Organisation Responsible: MCM, MOA, SOU 
~ime Horizon: medium to long 

VIII. ACTIONS REOUIRED TO FINALIZE DEVELOPMENT STRATEGY 

Continued Strategic Analysis; This preliminary action 
programme derives from initial analysis of key constraints to 
export expansion and diversification. The Export Unit ~ill 
continue such strategic analysis, which will contribute to 
broader understanding of critical prc=lems and available 
solutions. 

S~ecific Studies/Analysis; One essential aspect of 
finalizing the Development Strategy is in-depth study of ~ey 
problems. The prioritized list of recommended actions provides a 
priority list of such studies to be undertaken. The Export Unit, 
in cooperation with other key Government offices and enterprise 
organizations, will undertake immediate analysis of these key 
areas for action. Detailed papers will be produced which explore 
the problem area and rationale for action, as well as listing 
options available to solve or alleviate the problem. Priority ~n 
the Work Plan for the Export Unit will be assigned to finalizi~g 
the Export Strategy. 

Coordination with Other Efforts; The Ministry of Planni~g 
and Economic Development has formed an Inter-ministerial/Indus~ry 
~orking Committee to coordinate development of the export 
strategy. Frequent meetings of this committee and close l:aison 
~ith its members on a daily basis by the staff of the Expor~ ~ni~ 
~ill be carried out. 

Enterprise Participation; Exports will diversify and expand 
as enterprises respond to financial inducements and opportunit:es 
to sell abroad. As the fundamenta~ element in export activity, 
enterprises must participate fully in designing the export 
development strategy. The Export Unit will consult frequent~y 
~ith exporters and enterprise organizations to assure that :~eir 
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~equirements are fully taken into account. 

Commodity and Market Analysis; Active evaluation of 
commodities and markets with promlse in the export sector ~il~ be 
~nitiated by the Export Unit. :nit:ally an assessment ~ill be 
~ade of existing and on-going activities in Uganda which shed 
~:ght on varieties of commOdities ~hich can be grown in Uganda 
and foreign market opportunities. Supplemental activities will 
be undertaken to speed this evaluation process and assure that 
9roduction opportunities and foreign market niches are widely 
understood and exploited. 

Technical Assistance; Donor s~pport for the Export Unit 
~ill provide the resources necessary for its operation. In 
addition, short-term consulting services and assistance in 
studies/analysis are available. The Export Unit will assess 
technical assistance constraints to achieving a final export 
strategy and seek government and donor assistanca to eli~inate 
these constraints. 
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ANNEX D 

A Brief Description of uganda's 

Foreign Exchange 

pricing and Allocation system 

(August 1990) 

This annex is an attempt to provide a preliminary description of 
critical elements of the foreign exchange allocation system in 
Uganda. The annex is largely bdsed on tlcondary sources of 
information prepared prior,to Octob_r 1989, but also examlnes some 
significant changes in the period since then. There are no recent 
analyses evaluating the reforms promulgated June 28, 1990 and the 

~. design schedule preclydes preparation of more than a rudimentary anc 
very preliminary description. This description will serve as the 
ba~is for further research and analysis, by EPAOU and ANEPP 
Technical Assistance personnel and·USAIO/Uganda on next steps to 
effectively extend thi~ aspect of uganda's macroeconomic policy 
e~v_i ronment. . 

. 
A. Exchange Rate Developments, 1987-90 

The GOU has underta.en active management of the shilling exchange 
rate over the 1988-90 period (see Table 1), in an attempt to· 
preserve and improve the domestic competitiveness of uganda's 
exports. AS of this writing, the GOO has legalized the parallel 
market rat@ and has steadily adhered to its pledge to prevent any 
appreciation in the real effective exchange rate (REER): a more 
accurate measure of competitiveness than the nominal exchange 
rate). In the period between first-quarter 1988 and the end of 
1989, when uganda arinounced its intention to regularly devalue the 
official rate in line with relative inflation rates in uganda and 
abroad, four discrete devaluations occurred, bringing the official 
exchange rate from 60 shillings per dollar in first-quarter 1988 to 
340 shillings per dollar in October 1989. These devaluations 
resulted in the fourth-quarter 1989 nominal (official) exchange 
rate, in foreign currency terms, being 81 percent below the level ir. 
first-quarter 1988. Sowever, the superficial benefit of these gains 
was eroded by high inflation rates in uganda, compared with its 
major trading partners, such that the REER only depreciated by 32 
percent. In addition, over the period the depreciation in the REER 
was not steady; by contrast, the REER steadily appreciated between 
fourth-quarter 1989 and third-quarter 1990. In the period since the 
end of 19811 the nOm1n~a~ has ~ecllned by an additional 30 
percent, an amount which is, as promised by the GOO, broadly in line 
with rough estimates of inflation differentials, thereby generally 
preserving the value of the R!!R. 

~. --.------ 07~· 
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Table 1: 

Table 1: Uganda: Nominal and Real Exchange Rate Indicators 

(Osh/$ and percent) 

1988 1989 1990 

I 

Nominal Rate (Ush/$) 60 
• Index (inverse) 100 

Real Effective Ind. 100 

--------- ------------
I I III IV 

60 150 155 
100 40 39 
131 80 74 

I II II! IV I 

174 200 200 318 377 
3430 30 19 _ 16 
77 85 98 68 51 

SouFce: IMF International Financial Statistics 

-------

II 

410 
15 '. 

n/a 

\~ 
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The existence of a parallel exchange rate in Uganda, however, and 
the marked premium receivable on foreign exchange sold on the 
parallel as opposed to the official market, stronqly indicates 
continued overvaluation of the shilling exchange rate, despite these 
real effective devaluations. In 1985-86, the period ptior to the 
current government's assumption o~ power, that premium was 
reportedly on the order of 900 percent. In mid-l989, toward the end 
of the period of real effective appreciation noted above, the 
premium was just over 100 percent. Since then, exchange rate 
management has brought the premium down to below 60 percent. 
Although the direction of movement of the premium is certainly 
desirable, its existence provides a strong signal that the GOO must 
move further. Indeed, current understandings between t~~~U alLd . 
the multilaterals require~ifieaLioh sf the official~~rrh 14$ 
eKeh.R!i f.le~ by approximately_the endof.l99l. 
~k.ef - c. ~''':1 ' 
On the foreign exchange earnings side of ·the balapce of payments 
ledger, the official exchange rate is used to convert all foreign 
exchange earnings from coffee exports, which amount to about 95 
percent of merchandi$e exports. Additionally, all externally 
provided capital, including donor project funds; donor balance of 
payments support, and reserve transactions such as IMF flows, ~ 
converted at the official exchange rate. The parallel exchange rate -
is used to convert to shillings all transactions in the 
now-legalized parallel market, which includes primarily inward 
remittances (private transfers) and earnings from noncoffee exports. 

On the foreign exchange expenditure side of the ledger, the official 
exchange rate is used by the GOO to price all petroleum imports (in 
terms of the shilling border price), all debt transactions, all 
project-related (i.e., primarily donor-funded) imports, and all 
imports through the GOO's two foreign exchange allocation systems 
(of which more below). 

AS a consequence, despite the legalization of the parallel market, 
the Mission estimates that no more than 0Ae q~atter of oganda's 
annual merchandise import bill of $600-plus million (including 
donor-funded project imports) has been purchased at a shilling 
valuation above the overvalued official exchange rate. On the other 
hand, .a far greater proportion of imports are sold to end-users at 
prices that more closely reflect parity pricing through the parallel 
exchange rate. This premium earned by importers presents clear 
opportunities for rent-seeking activity, resulting in economic 
inefficiencies in addition to those resulting from the usual 
incentive skewing directly caused by multiple exchange r~e·-------
practices. 

\7f -
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B. Foreign Exchange Allocation Systems 

AS of August 1990, there existed a number of different mechanisms 
for gaining access to foreign exchange for imports. These include 
(1) government's direct imports of petroleum and donor-funded 
commodities, (2) the OGL (open general license) allocation system, 
(3) th~ SIP (special import program) allocation system, and (4) the 
Wno forex· system. (The dual licensing system introduced with 
A.I.D. 's support in 19~8 exists in name but has been made irrelevant 
by the legalization of the parallel exchange market coupled with the 
removal of foreign exchange surrender requirements.) The first • 
three of these operate at the official exchange rate, as noted 
earlier, while t~e last operates using the parallel exchange market. 

1. .Government Imports , 
Government's direct imports of petroleum amount to just over ten ~ 
percent of mer'chandi'se -imports, and foreign exchange f.or these is 1 
sourced to coffee export earnings. projec~-related imports by the 
government include those funded from donor financing, as well as 
(presumably) some on .go.vernmetlt' sown ac_co_unt, also from coffee 
earnings. project-related imports amount to about anotheF forty 
percent of merchandise imports. All shilling import prices for 
government imports are converted at the off"icial exchange rate. 
Fully fifty percent of uganda's $650 million in annual merchandise • 
imports thus are direct government imports, with balance going 
through the various allocation and marxet schemes. 

2. Open General License 

This foreign exchange allocation system is actually a misnomer, 
being neither open nor general. With donor assistance the source of 
foreign exchange for this allocation system, the GOU in January 1988 
fully implemented its OGtLaand sells foreign exchange at the 
official exchange rate. ~manufacturin9 firms in selected 
industrial subsectora were originally selected as eligible to use 
the system, based on their management abilities, and their access to 
credit and working capital. There is no indication ~ow the 
selection criteria were applied. The number of subsectors was 
expanded in 1989, and the firm list was in March 1990 expanded to 63 
firms. The OGt allocated foreign exchange to the eligible firms for 
imported inputs, with the firms generally producing mass consumption 
goods or generating significant tax revenues. In 1988, $55 million 
was made available for OGL imports, but only about half that amount 
of license's were issued, and a.J.1ightly lowe, aaou-nt were actually 
utilized. Data show that private sector firms were the overwhelming 
beneficiaries of the OGL, at least in 1988. Recent discussions 
between the GOU and the multilaterals have examined the possibility 
of expanding the OGL to embrace economic sectors outside 
manufacturing, such as agriculture, but no decisions have been taken 
yet. 
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3. Special Import Program 

SIP-III is the current version of the SIP, and has replaced SIPs I 
and II. The eligibility list of firms is very broad, and there is 
only a short negative list of commodities. In magnitude, SIP-III 

- accounts for abou~on-project, non·petroleum imports, for which 
importers pay a s~flling equivalent based on the official exchange 
rate. Foreign exchange is available through SIP-III on a 
first-come, first-served basis, and supplies of foreign exchange are 
currently sporadic and far short of market demand (at the official 
exchange rate). Onder the SIP, the 900 (Sank of Oganda) from time 
to time announces the immediate availability of a certain amount of 
foreign exchange,~and approves applications until that amount is 
exhausted. Although the exchartge rate under the SIP is more 
favorable than under the -no forex· system, it appears that the 
laxity of customs control under the latter (permitting significant 
underinvoicing for tariff purposes) and some additional fees under 
the former can significan~ly reduce the apparent attractiveness of 
the SIP as a s9urce of foreign exchange. 

4. _ ·N~ forex· Impor ts 

This system of access to forelgn exchange for imports, legalized 
since 1988, permits any legitimate importer with his own access to 
foreign exchange to import goods. Licensing occurs -after the 
arrival of the imports, is very rudimentary, and serves primarily 
customs revenue and recording purposes. Sources of foreign e~change 
publicized when the system was introduced included primarily foreign 
exchange held abroad, but it was widely known that the (at the time) 
illegal parallel exchange market was a primary source of foreign 
exchange for such imports. This system clearly represented tacit 
GOO approval of the existence of a parallel market, and the 
magnitude of such imports was a significant one-third of 
non-government imports in each of the past two calendar years. 

In 1988, with aSAID's encouragement and support through AN!PP, the 
GOO began issuing dual export-import licenses to nontraditional 
exporters. lbe retentions unused by exporters were not legally 
transferable to any entity except the government, and that at the 
official exchange rate. This, according to our discussions with 
many exporters, reduced the incentive effort of such retentions and 
possibly inhibit~ greater expansion of exports at the time. This 
system can be considered a variant of the -no forex· system, in that 
it also provided tacit recognition of a parallel rate: exporters 
coul.<t.J.mpo.cLgoods ..a.Ad- 8ell these at: prices reflecting the parallel 
rate. 
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This system has been overtaken by the June 1990 legalization of the 
parallel market. Vendors who purchase a license are pecmitted to 
buy and sell foreign exchange at uncontrolled exchange rates, the 
assumption being that competition will reduce disparities among 
vendors. Sources of foreign exchange to this marKet are presumably 
primarily foreign exchange focmerly in that market, as well as the 
foreign exchange earninqs of nontraditional expo'ter~, since there 
are no surrender requirements. On an annual basis,-the parallel 
market should constitute about one-quarter to one-third of uganda's 
imports in the near term. 

ooc. AnnexO 
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2. 2m criteria tor tawe105!!nt 

10 PAA SICa. 102(1), Wl
b

U3, 281(1) 
lXt:.ent EO vbIal ac£lYiEY" 1: (l) 
.ttectiftly inVolve the poor in 
cSI911los-nt, by 'JpaD:Ung ace •• to 
tcalICIIIll' at lccal 1etel, iDcreuing 
lIJ:or-1JacIi" JrOIU tlOft and tbI 1M of 
IppropriAte teclBlogr, ._~ 
i.nftIt:Mftt out ftc. clti .. to _ll talr. 
and rural tnru, and !mudne) v 1dt 
I*'tici~ti(l\ 01 the IDX' 1n tbI berwtiu 

SIt. cSIftl~t en ..... 1ned tull, Q.81PJ 
the lplXop:1lta 0.'. 1MtJ.tutionl, 
(2) belp de9lllap ccq:Cttiftll, .-petllly 
by tec:M:lc:al ucataace, to uCIt rural 
and lUcan poor to bIlp ~ti ftII ~rt! 
bttter lite, IDS ot.bIlvl. enccuta91 
.-ecratic pclm:e IDd local 9O'W~ 
u.t1tUtiClM, U) ... =ft tbI Mlf-bilp 
.tf0rt8 of dIwlqUf CCUltr1., 
(4) prlaOte the ~rtki~tian of vc:.ft in 
t!» aaUcral cc:a111eI of dI'NlaplDg 
cauntr1. and t!» mpro ... nt of VCMn '. 
ltatll., and (5) lltU1Ie and IncQua91 
regional cooperatiOD by .ftlop1Dg 
ccunt.rl.? 

~h~ T~lkLllr.t:'.l£'';:~. 
(liiCm. only WUClibla paft9l"IPl vIW:b 
carrupatdl to .au&'Ce of twa ..s, if 
.ore than em fUnd eoun::. 1.1 aNd for 
a.cltlnCe, 1n:lDde relevant rarlgraFtl for 
ItICh funIS 8OU1'CI): 

a) [lOlJ f« _1aa1t1lre, rural 
.ftlDsMDt or _tr1tion, if 10 
(a) ataDt to vb1d) ICtiYity 1.1 
apcifkally d.atI*J to iDcnue 
~ocb:UYitr IDd ~ of rural JI'OI" 
IlDllJ . U tor ..,nc.lt11ml ~rdl, 
~1Dt IIIall .. tHe of tbI .a of 
-.u fIIlMCI,'" .taIi ... of 
field e.t1DI __ 4dIlpt bulle NNrda to 
lGall CDllUtiOlll _U bI .sa, (I)' 
.-.t to vlddl UIi.....,. l.I ~ 1D 
coordiDItiaa "itlr effort.I earded oat 
GndIr a. ·104 to bIlp !IIpr09I sdt1cD 
of the people of dlftloping cauntrl .. 

'-, . - ;. . 

BEST AVAILABLE COpy 
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t:.htClU~ encQ.lr~nt of 1ncreaMd 
Sl'ocb:tian of cropi with greater 
l1.Jtdt1oral .. lUe, .o.,..nt of 
planning, r .... =, and ecb:aUan with 
rMpCt to IIltrit1on, plrt1c:ulady with 
reference to UlprO~t W upa~ 
ta8e of 1ndlg1lDWY procb:.-! foodItuffl, 
tnd tbe t.1DC5ertakiDg of pilot or 
s.x.trat1CD ~ elpU,c1tly 
l15d-.. ing tbe problAa of .1llJtdtJcn 
of ~r aDlS 1UlneRble people, alit Ie) 
elUDt to vb1d1 act1Y1tr SJx:AUI • 
.. tiaral food ICUrtty by iIIp:091DJ !oed 
food pollci. and ."';1. '* aDd by 
at.r~ .. tional food r .. ~, 
"lth pattiallAr ccrarn tor tbe aeedI of 
the ~r, t:b~ _JUr. m:ol~n; 
&ae8tIc prO<b:t1C1D, blil4incJ .tftina.1 
food r_~, ea;&Dl!1DI) ... 1l.IICl.. 
ftOl:a91 !ICUltJ., ~ paR _, 
bar'Nlt food 11= It ., and Wp~1.G; !Dod 
loa., m:S illlronn, food ..41.Itrlbaticn. 

(2) (104) far pop.1l1tiCD si'Nling __ 
SIC. 104(1) or *ltll undIr lie. 104(ch 
if 10, .teat to "b1d1 ICti ntr 
.paai_ 1cIW<CR, 1Dtegnted tIlltery 
~ for bMltb, _dtJCID aad fatly 
pl.ann1D; for ~ pDOfta .-opt., wi tis 
s-rticular att:MtlCD to tbI DMdt of 
.:>tben aDd )'CIQD9 cD1lbD, gai..Dg 
paJal Unll _ .dl1at7 -'1,.1 
penonal, cl1.n1.c8 _ 1al til potU, 
co rct.! cU.ttrUuticm ~, m:S 
oth« ... of =-m1ty cutrMc:b. 

(3) (105) far elk:aUcn, public 
adl1DI.ltntioc, or lIu.a .-au=
dlwlcr-nt, if 10, Ca) atet to ~ 
lCt1Y1tr Itnngthl .. DGaforal 
ecb:aUm, Ilk. focal --=-tim .:an 
rele9ut, elplCiallJ for nA1 .' u. 
aI .rtu ~, ad Itrqttww .re,_at 4P1Ml.1~ of 1MtAR!~ 
enlbl'DI tM ,.. ., )IUt:1cipatlli' Sa 
drNlq Bt, aaI Ib) _t8I& w nidi 
.. iltancla pcoridIII a!ftace4 411b:at1aD 
ud tnin1Dg of ~ of ~DI 
CCX1Dtr1. Sa IIICb tUaelp1t.. .. an 
required far plolMiDg and __ ntation 
of public IDS prIvate dl9elq_* 
ICtiY1t.1 ... 

. . ' 

BEST AVAILABLE COpy 
. ... - .. - ~ ---------
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(4) (106) tor '''9)', private 
voluntary organillticm, and Mlected 
<!I"~nt il'obl_, it 10, atent 
ICtiv1ty u: , 

1) (a) ccncernld vi th data collcticn 
and MIly., t:bt traWDJ of .tilled 
~.c:mnal, ANI1'dt OD .... 
pe~l, , __ reb. mI dtwlos-nt 
ot .utlble _r. ~, and pilot 
projc~ to t.t ., .. ~ of .... 
pcoclJct1CD, aDd (b) tac1.l1 ta t1 ft of 
r ... rcb en w <!Ift~nt InIS u.t of 
_ll-a:ale, dlctDttal1Hd, r.-ablt 
... .cure_ tor rural anu, 
tlll(bcl1n9 <!Iwl~t of .,.r~ 
rtllCl.llCea vbidl an erwiro,.nt:aJ.ly 
accII'tab1e IDI5 fllJdn atnJam elpital 
.tnv1dlt.1Z1 

(11) a CliOIrDICS wlt:b tchnfCl'l 
eoopttation and dt.,.lqMDt, 
_pciaUy with o.s. pr19ate and 
intemItional dtftlcs-nt, 
oqIftJat1C1D1, 

(111) r ... rc:b into, and ftIaluaUon 
el •• rnm~ dt.,.~'*' pra: .... 
and tcbn.!~1 

elY) rccmtnactiCD attar Dltural or 
.,... di.8ter and 111' ..... of 
4i ••• , IK''''Adr.ua, 

(v) tor.pc tal 4Ivel~t il'obl-, 
and tD eDIbl, 1E0S* ut1liation of 
iftfrutructun and related projcta 
faa.nIiId vltb .. rUer D.' .... ItaIIc., 
eft) for urtan 4e9al~t, 
..-='11111 -u, lAtJ)r-l.Dtau1.,. 
'eateqr~, a.rUtlD9"'" for ..u JrOCIJr;era, aat f1MDcial or 
__ lnItlt:utlC1111 to bIlp arbID pr 
~. !A ecamic ad lOCal 
4Iw1cs-*. 

_. \1\ 
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(5) (120-21) tor the SabeliAn region; 
if 10: (a) eztent to which there t. 
international coordination 1n planning 
and iapllMl'lt:aUcn, partieipatic:n and 
IUpport t1i African countri. and 
or9'l\1Zlt1<n in ~terain1nq dlve.lq.ent 
s:r:1odtit., and I lonl1-taa, 1U1Udoll)f 
cJtftlq:Mnt p1&n vbich ~ tor eq.1i tablt 
taudlD-lblru" with ~ dcIDon, (b) 
ill •• cJttera1naticm been _de that the 
~ 9D..,..nt baa an ldt9late lIYat. 
tor ~tincJ-tor and ccnt:oUs.n, receipt 
ancS tl;lenditl.lre of pc'ojcta turd (~lara 
or local currency 91ntra~ t:benfrc:a)? 

, 

Cl. .. Ad:, /17190 :asrc.vD, JtLA lSI 

I 

, 

\~ 
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CLASS: cr~CtASS!F!!~ 
CHRGE: AID 07/13/90 
APPRV: D/D!R:SCR!~ER: 

TO RUE1C / SICSTAT! ~AS~DC PPIORIT! 6504 
I~ro RcrES~R I l~E~E!SSY NAIRO!I 1585 

DRFTD: PR~:S~ORDO~ 
CLEAR: ! ::C:.J. 3 AI ER 

ET PDO: :!.S:-I'1'3: 
aSCL!S SZCTIO~ ~1 CF * ~A~P~Ll 0~057 DIST!: lID-2 !~B J:~ 

COilS C::RClJ 
AlDlC 

NAIROBI FOR R!DSO/RLA, ECO~ 

E • O. 12356: ~ / .~ 
SUBJECT: PA!~ AMENtMEHT FOR !~RICryLTCRAt 
Ncx-TRADITION1L EXPORT PROMO~IOH (lHEP) PROGRAM 
(617-t113) 

~ZF: STATE 191697 

1. USAID/!!MP!LA P?'OC~3DI~G TO ~E1ZLO? ~U]JECT 
Ar£SJ~S~r OF DO~S 13.5 ~I1LIO~ FO~ E!PiCT~D O]tIG!!IO~ 
i11'1 Gee e/~ 25 A:::GUSr 1990. ," 

2. IN CO~SIDER!TIO~ OF MISSIC1 API DEV~10P~E~T 
(S iF1'!L T'~ FOLLOW) AN:: AN EP PROGI!'" I :'''P ACT !SS"!SS ~1",~,:, 
TZ1M SC1ZDutE~ TO A.RRIVE J'JLY 18, rj! ~XP:CT D~1!T PA..\T, 
INCOEPIRATING AID/w COMME~TS TO aE SENT VI! C!BLZ O/~ 
AU':;US! 5. 

3. DL:. TO TIGa~ SIIIIHNG TIM1: SC1BtULi, SI:aI!IC"_n' 
FOLICY RE!O!~S ~!:E BY GOU TO DATE, AND POSITIV1 AID/~ 
CC~~&NrS ON P20J1CT, R]~UEST lUTBORIZ\TION FOR ~ISSIOC 
APFF.OV.\L OF FI:4 At p ur A~~tJDMrMT. 
i. FOR RL!: R!QU1ST TDY ASSISTA!C~ 011 l~GUST 5 TOR 
TgRl~ DAYS TO REVI~' DRAFT AMENDM1~T ANt P~EPAR! 
AUT50RIZA1IOM. USAID YILL PLA~ TO !EGIN N~GOTIATI~G 
PROJECT GRANT AGREEMENT WIT~ GOO ~1TER TDY IN OP~Er. TO 
!DS~RE TO SIGNI~G SCR1DULE. 

5. 10R J. ROS!: REQUEST YOU PASS COpy O! T~IS C!3L! 
TO I~P1CT ASS!SSMENT TEAM. 

5. P1AD YILL R~VtEV tgi TaREE MUTUALLY SUPPORTING 
~~LP ACTIVITIES; POLICY REfORM, TECR~IC!L ~SS!ST!~CZ 
A~: CO~~ODI!T I~PORT P!OG~AM. OSAID PLA~S TO S~E! 
V!RBAL INPUTS 'RO~ T3! IMPACT T]A~ AS SOON ~s 
RE!SO~ABL~ SO THAT TE3IR 'I~~I~GS CA~ BE INCLUD!n I~ 
PAAD A~EHDMi8T TEXT. aSAID ~Itt ESTABLISH AGR!!ME~T 
'fITR TE.&.'1 ON COLLECT.!ON or 1lCO~O'1!C DATA, POLICY 
Rlro~s AND IHDIC\TORS AVAlt!BL! ~O AVOID ~UPLIC~TIO~ 
O! Ell ORt • 

7. O'SlID MOTED 50M3 CONFUSION AS TO 1~t~ GOAL 1S 
STAT~D 1M TRl Ril CABI.E. W! YILL ~]VI~W THE GOAL 
ST!TZMiNT FOR ADDITIONAL CLAP.tFICA1IO~ DURI~G THI PAAt 

UNCLASSIfIED 
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AMSHDMEHT PROCESS. TSE PURPOSE: STATEMENT QUOTE TO 
INCREASE ~ON-TRADITIONAL EXPORTS; IND QUOTE, REMAINS 
Tal SiME. 

8. THE rOLL01I~G IS A DRAFT OUTLINE or TEE PAAD 
AMENDMENt. 

I. SU~M!RY OF PROJECT ACCO~PLISHMEHTS TO DATE 

POLICY RErOR~S/CE!~GES 

TECl~r:!L AssrSTANC~ 

CO~MODrTY I~PORTS 
II. EVALUATION - !?E!S or ~EA5URZMENT 

ET 
13957 

HNNH 

CONDI~IO~S AND COVENANTS 

COMMOJITIES trcE~S~! 

NC~ TRADITIO'\L !!?ORTS ~!tE 

PROGR1~S !FJECT O~ PRODUCTIVITY (MAY 3~ TOO 
~AF.L!, EJT !~ AREA TO LOOI AT). 

EMPtOY:l::::~r ~!N ERt"T3!) AT to CAL LEVEL lH~'! 
FOCUS ~~ E!ClWA!D/7C!~AaD t!HK\~7S (~!Y EE 
TOO EA.:'LY) 

I~CR!AS!D IrCOM~ (~S!ID IItL TRY TO ~IV! 
EIAMPL!S or ao~ T1IS P~OJ1CT lAS INCP.~!S~D 
tHE I~COME OF TEl p~ODrrCER (MAY BE TOO 
EARLY) 

FOa3IG~ EICSA.J3E EARNINGS 

E1?ECTS OF TECSHICAL ASSISTANCE, T~ArNING 
A~D SEMI~ARS. (IT IS ~OT!D T~~T !ECAOS! or 
CO~TINUI~G T! D!M!ND, DOLS. 1.5 ~Itt!O~ IS 
TO BE AtDED I~ JULY AMENDM!NT) 

UNCL!SSIFI!::) I!~P n! ~?57 

....- - -. -_. - - -- . -~ -
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AIDAC 

NAIROBI IOi RIDSO/RLA, iCOH 

E.O. 12356: M/A 
SUBJECT: PAAD AMENDMENT FOR AGRIC~tTURAL 

STATUS AND PROJECTIONS or eIP 

USAGE OF tOCAL CURRENCY: EPA~U AND 
IMPORTER REPAYMENT STATUS 

AKEP AS IT SUPPORTS OTgER US!ID P~OGRAMS 
AND DONOR I~ITI!TIVES. 

III. EX!MI~!TION or TqE NErD AND POTENTIAL I~FACT OF 
TSE I~CLUSION OF AN INTERMltI!TE/S1COYtlRY 
CREDIT ~IND01 FOR !NEP. 

IV. AuDITION!L POLICY C1!HGES !NTI ~IP!CT~D I~P!C~ 
(T~ESE ARS I~ITI!L SUGJ!STIO~S) 

A. CC~TI~ij!~ I~PRC'E~E~T I' EXPO~T LIC!~SI~G 
PROCEDURES. 

~. iUR~~ER LIB:RALIZATr~N or TJZ 10P.!IG~ E!CqA~~~ 
R3::}I:1!. 

DIStR: 11D-2 1M! oeM 
co N 5 CERON 

C. C~~SOLIDATIC~ ANt OP!R1TIONALIZATION OF M!ASJR!S 
!LRElDY r AI ZN • 

D. R:~OVAL OF UGANDA~ !rRLI~!S ~ONOPOLY r~ 
CLEA~INGt FOF~!P.tING AND l!NDLI~~ OF CAR~O AT 
~NTE:EE!:. 

S. PRO :1UL(}! TIO ~ OF !N INV!:STM!NT COD!. 

1. CREATION 01 AN 3IPORT CF!DIT FACILITY rOR HE~IUH 
TnM LENDING. 

NOTI: 1M DISCUSSIONS VITH J. VOLGI~. US!ID 
UNDERSTAH'DS BE IS PUPARI NG SO~E SUGG!STIO~S FO~, Ttl: IS 
StCT 10 ~. 'llT~ THE 1'.EC!H'! DRAMATIC GOU rOREI POtI CY 
REFO~~S ~A=E YHltE HE WAS TDT USAI~ WltL APPR!CI!T! 
~I.s INPUTS. 

9. REQ~ST AID/~ PROVIDE ASAP: 

A. CONCURR3NCE IN MISS!ON !O!~ORIZAT!ON O! PlAD 
AMENDMENT. 

B. COMMEN'l'S ON DRAFT OUT1I,'U: or P\t.:~ !ME'IDMENt. 

EUaROUG3:S 
at 
13~57 
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tllflAL KHVt.O~AL .&lMl~~~O. 
or 

CAflGOaICI£ IJC~U'IO. 

Uqanc1a 

Aqri01.l1 tural Non-Trad it ional EJcport 
Promotion proqram (611-0113) Amend.No.1 

'Y19.0 US, 22,000,000 

Cheryl MCCArthy, ~r09raa Officer 
(AnIU) 

-~IioNl~~ ACTIO. II'~IIPIR: 

IUM!QIY.!2lJ.INPIUI: 

Po.it1ve O.t.ra1n&t1~n __________ _ 
Nlqatlv. Oet.ra1nat1on _____ .,i~ ____ ., 
cate,orical Exoluaion 
oeterral • 

r·his pr~grar~ .,111 tufUS a non-pzaojact .ector a •• istance aotivity_ 
which .... 11: subsQq1Jentl\' t;er •• rate 10C41 currency for development. 
Activiti~s. This proqram ~ou14 quality tor a eataqorical Exclusion 
~nd.r s.ct1en 216.2(c) (2) (1x) ot Ie, 16 where A.I.D. doe. not have 
lu\owtedq"! of the sp.cltic couoditl •• to k). f1nance4 prior to 
bpprov,l, In thi. case, the proba~le aajor co .. 04ity involved will 
ba tuel oil. Theretore, I neqativ. determination is ~ecQ .. end.d on 
the b •• is that the 1aportation an4 u.e of this commodity will have 
"'"' ,.. i rAc:t environmental impaota _})ove and beyond thoa. alrea4y 
asaoc1at.4d .dth norSllJ. cp.".I-J. ...... 11\ .". t~.I'\.l\n,..~ sector. 

In the e~s. of l~c.l curr.ncy u.e to~ 4avelopaent aetivitie" ~.q 
16 does no~ apply. Howaver, the A,enoy 1, no leGs eo~itt.4 to 
sound e"viron~ntal revi.w of tb.1~ conlaquenee.. The qu1danee 
cable on this IUbject (88 Stat. 066242) r.coaae4s that r •• ponsi~l. 
satequarris en.ur1nq that env1:oonm.ntal oonoern. bt taken int.o 
account In the d •• 191" and 1mpl ... n~.t1on of pr-ojeet. an4 PJ:Qql'AlDS 
.upported ~y jointly proqra.ad local curl"enc:y and trust funcls. 

Tn-country procedures to evaluate any lonq-term enVironmental 
i~paots Qf activiti .. t~nd.d with ;en.rated local ourrency already 
sxi.~ in Oq4nda. Tbo Mi •• ion Cftvironm.ntal ottieer will ensure 
~hat the r.vpons1~le .taft 1ft the M1n1.t~ tor N.~ur.l Resourc •• 
will be na~. aware of ~.I.D. ccnoerna, and that tney will~ as~ed 
t.o provide ooca.1oMl pr'c9~.e. r.port. to t.he M1.sion. This 

. pr~r&. wi 11 ala~ u,c:luda eoma support tor actequa tely train1nq 
",nvu'on.ent.'.l etatt to carry ou, lIIon!torift9 Of tne •• activitias, 
and in 4Gvalopinq an oil 

............... "':".-. ..... - . 

.. ... -----_. 
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~pill r.-;por.s. plan tor usa ~y t.he GOU and anYQne involved in oil 
handling anc eransport. 

1'1'\,. Mi,$ion EnvironJutnt .. l Ott1cer 0:' the Reqional Environmental 
Of fleer W'U.I. p." .• ""..1. ...... t....... """' ••• "l'"Y 1n ;he proqra. l!lic1-t.rm 
.v&luati~n in or~.T to a ••••• bOth direct and long-~er~ ~~~WW~ •• 

XEO and/~r REO Ihould review the World· lank National !nv1ronm.ntal 
~ction plan for llq."da I. 1t Ivolv •• , in order to Issea. th' 
c:al:labili.ty elf. GOU to lUoTlito:' the above. 

B.ls;9 u e pdat fQOd 

A ne.q.t 1 \Ie enviromnental d..termination tQI' this pro.;ra~ il 
~~cornlDenrj.d. 

PS'1l9t11UU:~.£r. ~f j ;I !1.L.:-.. 
. ~ur~au rona~~tal~:-

.John • Gaudet, An./TR/IJ(I. 
A.?PRQV!D: -15 .. 

otSA'PROVIO: ~ 
DAfE:I#0 o 

eClAIR: (dratt) OATIs 14/9/90 

----:s.-
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14 Se~tember 1990 

Mr Keith Sherper 
USAID Mission Director 
P.O. Box 7007 
KAMPALA 

Dear Mr Sherper 

IIJHJSTRY OF PUHHlHG IJI) 

ECONOMIC DEVEl.OPMEHT. 

t., I."".UC ., ...... 

A~ 
· RECEIVED'
'7SEP~ 

USAIP/\JOAHPA 

'-...... ~ .... ~., .. : 

P.O. lOX 7OM. 

KAMPAlA. UUNDA. 

I wish to refer to discussions between USAID and the Government of 
Uianda reiardini the continuini shortage of foreian exchange available 
to stimuiate and support an expansion of Uianda's non-traditional 
agricultural exports. 

Trade promotion, especially of the non-traditional exports, remains' 
a t~p priority of the NRM Government and financial aSSistance in 
this area is vital and helpful towards successful implementation of 
the proll"UIIMt. In this reaud, I wish to formally request the 
Government of the United Sates of America to amend the eXisting 
Aaricultural Non-traditional Export Promotion Programme Grant for 
an additional US$20million in non-project sector assistance. As 
tentatively planned, sa •• w111 be used to finance the immediate 
procurement of petroleum products which are essential to the product
tion and export of non-tradi tiona! aaricul tural loods. The balance 
will be used to finance private sector leneral imports and/or fulfill 
international debts and ca-ait.enta. 

Finally, I wish to express the Government of Uaanda's appreciation 
for the USA Government's contribution and support to our various 
proar .... s and for the encoura&e.ent and assistance in our develop
.. nt efforta. 

Yours sincerely 

~~\t-\ 
I. TuIlusl1M-Mutebile 
PERMANENT SECRETARY 

c.c. The Secretary' to the TreaSW'1 
Mini.try Of Finance 
KAMPALA 
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• ANNEX I 

Oganda'. BalAnce of payaent. Situation 

Oganda'. balance of payments problem. vill increa •• in the 
upcoaing aonths due to the continued low receipt. froa 
coffee ezport., the increased price. for' petroleua iaports 
and th. delay. in release of the second tranche ot BRC funds 
by the World SanK. According to Sank ot Uganda ca.h flow 
analy.i., the e.timated deficit in the aonthly balance of 
payments before receipt. troa donors tor the month. of 
Septeaber i. In the range of dol. 12.5 .tIlion. OCtober, 
Nov.aber and Oeceaber deficit. are for.ca.ted at dols 5.4 
al11ion, dol. 8.1 .tIlion and dol. 9.1 .111ion, 
respectively. (See attached table for t~e br.akdown of the 
ca.b flow flgure •• ) 

While an •• ti •• t.d dol. 140.0 in r.ceipt. fro. donor. will 
becoae av.ilable in the Septeaber through Dece.ber period, 
the tlaing of the release. and the ti.d nature ot the dol. 
19.5 fund. fro. ODA aake the Availability of this for.ign 
ezchang. to ... t n.ed. for petroleu. iaport. in a tiaelf 
ta.bion unc.rtain. 001. 35 al1l10D in ISAI fund. Ar. 
scheduled to be r.leased on Sept.~r 28, howtver, th. dol. 
S5 aillion for ,th. IRC froa the world Bank 1. unlikely to be 
released before th. end of October or aid-Noveaber • 

. 
The foreign ezchange r.quire .. nt. for petrol.ua iaport. are 
foreca.ted to ri.e froa dol. 5.8 to between dol. 8 and 8.5 
al11ion. (See T.lefaz on ·Oil Cri.i. in Oganda.·) Althougb 
the debt .ervice to ~ultilat.ral in.titution. drop. froa 
dol. 12.1 in Septeaber ,to 2.8 in October, a deficit i •• till 
likely in botb aontb~ 

Moreov.r, tbe e.ti~f.d receipt. froa coff.e export •• ay be 
overly opti.i.ticJb ligbt of continu.d probl ••• witb low 
deli veri •• to tb ... Coff.e M.rk.tine) SOard. Deli.,.rt •• wer'. 
off by 45 percent in M.y, parb.p. in anticipation of 
produc.r price incr...... BOwe.,er, .ft.r tbe announc.~ 
.ader.te increa.e. of producer pric.. in tbe Jun. budget 
speech, deliveri •• h.ve .till tail.d to incr..... Th. 
e.ti.ation of r.c.ipt. of dol. 10 ar. b •• ed on project.d 
aont~ly d.llverie. of 2.7 8illion bag8, but it .. y .till be 
difficult to increa •• export. to 2.5 811110n bag.. L •• t 
aonth coft •• r.ceipt. were around dol. 6 8l11ioD and anle •• 
tb.r. are .ub.taatial increa ••• in coffee deliv.ri •• , tb. 
e.ti.ate4 dol. 10 receipt. for coffe •.• Iport. ar. Gnlik.ly 
to a.t.rlalll •• 

Tb. Bank of uganda i. planning to •• te dol. 3 atllion per 
aonth aval1ble tbrough tbe Open General Licen.ing .y.te. to 
tbe e.panded li.t of 63 .ligible fir .. tbat produce ba.ic 
con.u .. r good. or product. that produce tal re.,enu. tor tb. 
GOG (e.g. be.r). Additionally, tbe BOO project. that dol. 
32 al11ion will be available tbrougb tbe Special I.port 
proqraa tb.t oft.r. foreign exchange at tbe official rat. OD 
a fir.t-co .. -fir.t-•• r.,ed ba.i.. ~ 

,* 



It .horttall. in coftee export r.cei~t. occur and for.ign 
.xchang. r.quire •• nts for petroleum ~mports ri.e, the Bank 
of Oganda eay be forced to decide between allocations for 
petroleue iaports and the OGL and SIP allocations. On. 
option it is considering is to ,estrict the foreign exchange 
available tor petroleum i.~rt' to its current level or a 
slightly increase, allocation.. This will nece.~arily 
result in shortages at tbe current, prevailing, world-aarket 
price.. Alternatively, it will bave to curtail Illoeations 
under the OGL and SIP .yste •• , whicb bave already been shut 
down since July due to lack of foreign excbange. fbi. would 
increaae tbe Itrain elperi.need by the •• indu.trl •• , 
discourage any new invest •• nt, could potentially cau.e 
employa.nt layot~., and reduce the govetna.nt'. already low 
taz revenue coll.ction. to aeet .xpenditure need •• 

In .ua, the proj.cted foreign exchanqe cash flow reveals 
100.lng foreiqn exchanq. d.ficit. which eay i.pact .everely 
on the petroleu. i.ports and the Oganda'. econoaie recovery 
prograa. Donor fund. when and if they Decoae available eay 
eaae the atrain, however, there is clear need to assure 
unti.d foreign exchange over the n~t two aoath •• 

I , , 
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, D1b: OP OGAHDA: PROJIC'1'm) (BASIC) POUIGJI IXCHANGI CASH n.ow 
SU1' - Ole 1990 

• 
1990 -

SEPT ocr NOV 

RECEln'S 10.80 10.80 10.80 

DEC 

10.80 
--~----- -----~------------------------------cottee Exports 10.00 10 .. 00 10.00 10.00 

Invisible. 0.80 0.80 0.80 0.80 

PAYHENTS 23.30 15.20 19.50 19.90 -_ .... __ .. -
--~---------------------~-----------PetroleWl 5.80 8.00 8.00 8.00 

CMB Ott ice. ~road 1.20 l.20 1.20 1.20 
Oqanda £aDas.ies 1.00 1.00 1.00 1.00 
Bank ot Oc;anda Debt Service 0.80 0.80 0.80 0.80 
Government Imports Incl travel 2.40 2.40 2.40 2.40 
Multilateral debt .ervice 12.10 2.80 6.10 6.S0 

BALANC! -12.50 ·5.40 -8.70 -9.10 -------- .. 

OTHER PROJECTED FOREIGN EXCHANGE CASHl"LOW 

RECEIPTS 

ESAl' .-
ERC II 2nd Tranche 
OSAID 
UK (ODA) 
Genaany 
SIOA 

PAYMEM'rS 

OGt. 
SXP 

BAI.AJfCZ 

$J( 
1990 
SEPT-OIC 

140.00 

35.00 ,. 'i' ozt 
55.00 - ~ '* Oc:..+ - ~1 AhV 

15.00 
19.00 - ~.d 
5.00 - ...-d~"" 

10.00 - CIo,.,iL. 

44.00 

12.00 
32.00 

96.00 




