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EIGHTH AMENDMENT TO PROJECT GRANT AGREEMENT 

FOR 

COOPERATIVE AGRICULTURE AND AGRIBUSINESS SUPPORT 

Dated: September 29, 1992 

Between 

The ~epublic of Uganda (hereinafter referred to as the *IGrantee1l) 

and 

The United States of America, acting through the Agency for 
International Development (ItA. I. D.It) . 

Article 1: Purpose of Amendment 

This Eighth Amendment to Project Grant Agreement dated April 11, 
1988 for A.I.D. Project No. 617-0111 is hereby entered into 
between the Parties above named to grant the Grantee an 
additional Two Hundred Fourteen Thousand and Seventy Five United 
States ( ~ ~ U . S . ~ ~ )  Dollars ($214,075) under this Project and to 
modify Annex 1, including the illustrative summary of project 
cost by expense categary and source of funding. 

Article 2:  Financing 

Section 3.1 is hereby deleted and the following substituted in 
its stead: 

llSection 3.1. The Grant. To assist the Grantee to meet the 
costs of carrying out the Project, A.I.D., pursuant to the 
Foreign Assistance Act of 1961, as amended, agrees to grant to 
the Grantee under the terms of this Agreement, as amended, 
Twenty Million Seven Hundred Sixty Six Thousand Five Hundred and 
Sevety Five United States (llU.S.tt) Dollars (U.S. $20,766,575) . 
The total grant, comprising the original Agreement, the First, 
Second, Third, Fourth, Fifth, Sixth, and Seventh Amendments and 
this Eighth Amendment to Project Grant Agreement, shall not 
exceed Twenty Million Seven Hundred and Sixty Six Thousand Five 
Hundred and Seventy Five United States Dollars 
(U.S.$20,766,575). 



Attachment A t o  Annex  1 

A.I.D. P ro jec t  No. 617 - 0111 
Cooperative Ag r i cu l t u re  Agribusiness support 

ILLUSTRATIVE SUMMARY OF PROJECT COSTS BY EXPENSE CATEGORY AND SOURCE OF FUNDING I/ 
( I n  000's) 

EXPENSES THIS CW'JLAT 1VE LIFE OF 
OGLICATION MENDMENT TO DATE PROJECT 
Per Amend 7 

Category A.1 .D COU A.I.D. A.I.D. COU A.I.D. 9 
( i n  S) ( i n  S) ( i n  S) ( i n  S) ( i n  S) ( i n  S) 2 /  ( i n  S) 

Technical 
Assistance 
B Training 8,167 960 214 8,381 960 

other 
C a n n c d i  t ies 1,240 

Comnodity 
I npo r t  Program 9,000 

Other Costs/ 
Cont i n ~ e n c y  1,657 3,500 

Studies 300 2,260 300 2,260 300 2,260 

TOTAL 20,553 7,785 214 20,767 7,785 20,767 7,785 

I/ A.I.D. m y ,  w i t h  w r i t t e n  no t i ce  t o  the GOU, adjust l i n e  iterm in  t h i s  M g e t  t o  a 
m i n i m  of 15% per l i n e  i tem of the l a s t  executed agreement or amendatory o b l i g a t i o n  
thereto, provided, houever, that  the t o t a l  ob l igated amount as shown i n  the bcdget i s  
not exceeded, and the GOU con t r i bu t i on  and the emoult a l l oca ted  t o  eva lua t i on  and 
a d i t  are not reduced. 

SLlbject t o  a v a i l a b i l i t y  o f  f d s  t o  A.I.D. f o r  t h i s  purpose, end t o  the mutual 
agreement o f  the p a r t i e s  t o  proceed a t  t he  t ime o f  each s b s e q w n t  increment. 

A g r d  t o  be prov ided by the  GaJ t o  the Pro jec t  over the L i f e  of the p r o j e c t .  



The Grant may be used finance foreign exchange costs, as 
defined in section 6.1 of this Agreement, and local currency 
costs, as defined in Section 6.2 of this Agreement, of goods and 
services required for the Project.It 

Article 3, Annex 1 

Annex 1, The amplified project description, including the 
illustrative summary of project cost by expense category and 
source of funding, is deleted and the attached amended Annex 1 
substituted in its stead. 

Article 4: Other Terms and Conditions 

Except as amended herein, the Project Grant Agreement, as 
previously amended, shall remain in full force and effect. 

IN WITNESS WHEREOF, the Grantee and the United States of 
America, each acting through its duly authorized representative, 
have caused this Eighth Amendment to the Project Grant Agreement 
to be signed in their names and delivered as of the day and year 
first above written. 

FOR THE GOVERNMENT OF THE 
REPUBLIC OF UGANDA 

FOR THE GOVERNMENT OF THE 
UNITED STATES OF AMERICA 

J.S. ~ayan'ja-~kangi ' 
Minister of Finance 
h Economic Planning 

~ e i t h  W. Sherper 
Mission Director 

Date: ~ / a q  / ? F  
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I. - PROJECT DESCRIPTION 

A. PROJECT HODIFICATIONS 

The amended project will continue to support some of its 
initial activities. It will however, concentrate on several 
carefully selected major commodity/geographical area development 
targets. The selected major commodity candidates are; (1) 
increased vegetable oil production and increased self sufficiency 
(imports now cost $20 - 30 million/year) and are likely to reach 
$80 million by the end of the decade if a sound strategy is not 
developed and effectively implemented. An oilseed strategy that 
will produce 50,000 MT of vegetable oil a year would likely 
produce 150 - 200,000 MT per year of cake as a by product having 
a value of about $25 million/year. Thus the oil seed focus 
offers a potential of at least $75 million in increased income 
($25 million from cake and $50 million value of produced 
vegetable oil); (2) Coffee sector development, particularly, 
policy and market structure changes including export privatiza- 
tion and improved quality to increase export earnings and the 
farmerst share of sales. (This has a potential for an increase 
in foreign exchange earnings of $100 million per year over the 
next 5 years); and (3) development of carefully selected non- 
traditional crops for domestic and export markets. The target 
for the activity is 5 sub-activities which together would 
contribute approximately $5 million to production and earnings by 
the end of the 4th year. 

These three priorities are not only potentially very high in 
economic importance measured by contribution to GDP farm income 
and balance of payments, but will also have a substantial degree 
of complementarity in planning and implementation of CAAS 
Support. 

Within the commodity/area CAAS support will operate 
primarily through six to eight district cooperative unions and 
their best societies and through this decentralization directly 
serve farmers in the selected cornmodity/areas of focus. It will 
also provide some support to other forms of private sector 
agribusiness within the selected cornmodity/area focus. 

B. GOAL AND PURPOSES 

The project goal and project purposes will remain as 
originally stated: 

1. Project Goal: 

To raise the standard of living in Uganda through 
increased agricultural productivity and production; 



2. Project Purposes: 

a. To increase agriculture productivity and produc- 
tion through increased supply of agricultural 
inputs; 

b. To help place inputs supply and output marketing 
on a sound commercial basis; and 

c. To stimulate agribusiness development. 

3. The major macro economic problems and needs which the 
redesigned CJAAS project will address include: 

a. Inadequate levels of exports to meet foreign ex- 
change needs; the excessive dependence on coffee, 
and the weakness in coffee sector production and 
marketing; 

b. Excessive import dependence on commodities for 
which Uganda has been and can be fully self suffi- 
cient (e.g. local vegetable oil); 

c. Inadequate growth in agricultural production, in 
general and specifically in income of families 
dependent on agriculture or agribusiness; 

d. Inadequate supplies of agricultural products to 
meet domestic food and industrial needs; and 

e. Inadequate attention and underdevelopment of roles 
and opportunities for women in agriculture and 
agribusiness. 

There is a consensus among the principal CAAS agencies 
involved and the redesign team that this requires a 
sharper focus of project activities. This necessarily 
means an accompanying reduction in support to some 
institutions especially where sufficient progress has 
already been made to meet needs of the new CAAS 
activities. Support to some such activities will be 
terminated immediately and support to others will be 
phased out over the next year. Plans and rationale for 
each are discussed in the following sections. The 
specific plans are presented for continuing support of 
essential old activities and support for each new 
commodity/area of focus. 



4. The major outputs of the redesigned CAAS will be: 

a. Increases in quantities and values of selected 
crops produced and processed (coffee, oilseeds, 
non-traditional) in selected areas and marketed 
domestically or exported; and 

b. A substantially enhanced ability, especially in 
the cooperative sector, to analyze, develop and 
implement intensive commodity/area programs on a 
larger regional or national scale for these and/or 
other commodities or commodity groups. 

These outputs will be achieved as follows: 

a. by increasing agricultural productivity and 
production through increased input supply and 
output marketing on a sound commercial basis 
through cooperatives and the private sector. 

b. by stirulating agribusiness development in order 
to broaden the revenue base of cooperatives and 
diversify the export - base of the national 
economy. 

c. by fostering capacity building within the 
cooperative movement for autonomy and 
sustainability. 

5. Measures of goal and purpose achievement: 

The principal measures of goal and purpose 
achievement will be: 

a. Increased production, marketing and 
processing of : 

- Oil seeds, (Vegetable oil, High Protein Cake) 

- A few carefully selected non traditional 
crops 

b. Improved Marketing, processing and export of 
coffee; 

c. Increased Farmer income; 

d. Increased opportunities for women; 

e. Increased incomes of and viability 
of cooperatives; and 



f. Increased capacity of cooperatives and other 
developrr.ent institutions to successfully replicate 
commodity/area approaches, that is, to identify 
and analyze comrnodity/area development 
opportunities and to prepare and implement well 
defined development projects in each area to the 
extent justified by underlying economics. 

6. These results will be produced through a number of 
specific project inputs which include: 

a. policy studies which define policy changes neces- 
sary to stimulate increased production and 
marketing and improved efficiency in marketing, 
processing and export; 

b. Studies which identify and define inputs needed to 
achieve planned outputs and result in detailed 
plans; 

c. A progress evaluation of project results to direct 
and guide expanded efforts; 

d. CIP funded physical inputs, related to the new 
focus, required for specific activities including 
items such as fertilizers, insecticides, seeds, 
steel for farm implement and processing equipment, 
machinery and other intermediate production goods; 

e. Investment and development loans to unions, 
societies and individuals mainly financed by an 
increase in PL-480 Monetization; 

f. Technical assistance services 
provided by: 
- Long Term Consultants as outlined 

in the Project Paper 
- Short Term Consultants as needs are identified; 

g. Training as required and planned; 

h. Grant funded commodities to support principal 
implementing institutions; and 

i. ~atching Grant activities. 

7. The major sources of funding of the projects are: 

a. The balance of CAAS funds including CIP funds; and 



b. Currently available and additional programmed PL- 
480 Monetization funds to finance specific 
investment and other economic undertakings 
required to increase production, marketing, 
processing and export. 

The major difference between this redesigned project 
and it's set of activities and the prior CAAS project 
activities lies in the now more specific and precisely 
defined goal and purpose targets (production, 
marketing, export, income and other economic results) 
and the specific focus on these targets in principal, 
project activities, and selection of inputs and 
outputs. 

The redesign specifies goal/purpose targets and other 
major inputs and outputs as precisely as they can 
currently be defined. The input/output needs and 
feasibility will become more clear as progress is made. 
This understandably will require some redefinition and 
redirection of inputs and outputs during 
implementation. Such act is planned within the 
established goal/purpose statement and related 
quantitative targets and inputs and outputs. 

The project will carry out careful analysis and design 
efforts for each commodity/geographical area before 
making major commitments. This will include 
appropriate feasibility assessments and preparation of 
detailed plans. It will include detailed specifi- 
cations on requirements of all types including roles 
and actions required of principal cooperating entities 
to successfully implement these activities and thereby 
achieve the desired results. 

8. Project Beneficiaries 

The overall project beneficiaries of CAAS and PL-480 
resources will be small and medium-scale Ugandan 
farmers who benefit from greater incentives. These 
incentives include cash payment for their produce, 
newly identified and developed markets, and muli- 
facited technical assistance provided under the 
project. Additional benefits will be realized to 
others engaged in the marketing and processing sectors. 
The spread affect of benefits will have some impact on 
productivity and value added to the economy as a whole. 

The participating primary societies of the selected 6-8 
district unions, UCCA, UCA, UCAAS, MCIC, Cooperative 
Bank and NICO will be strengthended technically and 
financially. Capacity building of these institutions 



will prepare then to better discharge their 
responsibilities and achieve the objectives and 
expectations of their constituants. 

C. THE COMMODITY/AREA FOCUS 

A Comrnodity/Geographic area approach has been selected, 
which includes as candidates of up to four different commodities 
in one or two geographic areas and between six to eight district 
unions and a few of their best primary societies. This involves 
the concept of concentration on either specific commodities or 
specific areas, or some combination of these where areas are 
selected and CAAS concentrates on particular commodities or 
specific commodities are selected followed by selection of most 
promising areas. This has implications both for the defined 
inputs and outputs and for refinement in the measures of the 
achievement of the project purpose. Under this approach the 
measures of achievement. of the project purpose are very specific 
- increase in production of particular commodities, increase in 
marketing and processing of these commodities, increase in income 
and exports (all measured in value or tons). These measures may 
apply to particular groups who are principally involved in 
groduction, marketing and processing or specific areas. The 
intermediate outputs of the institutions through which the 
project will operate will necessarily be very closely linked to 
and support these outputs measured in quantitative terms (prod- 
ucts produced, products marketed, products exported, value of 
production, value of exports, etc.) 

The three commodity/geographical areas candidates are: (a) oil 
seeds/vegetable oil; (b) coffee for export; and (c) non 
traditional crops for local or export markets. 

D. IMPLEMENTATION - CAAS Support of Current and New Activities 
There are implications with respect to this approach for 

specific institutions being supported under the CAAS Project. 
These are briefly discussed below: 

1. National Inputs coordination Unit (NICU) 

NICU was initially formulated, designed and put into 
place as a result of a World Bank initiative in 
conjunction with Uganda's overall economic development 
commitments and World Bank structural adjustment 
support. The emphasis of the Bank was on statistical 
data collection and dissemination. However policy 
analysis was included as one of NICU's four "mandatesn. 
Under the CAAS Project, support to NICU was included 
under the policy analysis component which had analyses 



as the major area of support, but also including some 
support to statistical data collection and 
dissemination. It was realized that NICU could be a 
major agent for collection and analysis of data leading 
to appropriate recommendations on the most economic and 
highest priority inputs to be imported or financed 
either with national or donor resources. This thrust 
came in part from the observed uneconomic choices being 
made by donors at the time the project was being 
formulated. Substantial donor support was being given 
to the purchase of tractors which had to be subsidized 
to permit farmers to buy and use them. Additional 
emphasis also was on spare parts, equipment and other 
inputs to revive the cotton and coffee industries. In 
this case cotton did not appear to have been closely 
examined in terms of probable use of equipment, 
probable increases in cotton production or the policy 
changes necessary to develop production to justify such 
financing. Since these commodities were receiving a 
major share of the donor financing, other inputs which 
might have been of higher priority were being 
neglected. In a sense one of the conclusions was that 
statistics on inputs and input supplies were not a 
priority, since decisions on input priorities appeared 
to be made on an uneconomic basis to begin with. At 
the time of this redesign, NICU has completed or 
partially completed most of the planned policy studies 
to which it was committed. Due to discussions of the 
issues of priorities, there has been some input 
priority shift (e.g from tractor financing). Support 
of animal traction is being planned. The completion of 
the two key studies on the economics of "alternative 
mechanization approachestt and "agricultural chemicalsu 
will soon be completed. This will require some short- 
term inputs from the consultant previously assigned to 
assist with these. Beyond this, a very small amount of 
technical assistance and $10,000 will be provided to 
purchase a c:omputer. The total LC budget for NICU was 
$900,000, equivalent, of which approximately $350,000 
has been used. An additional $250,000 of local 
currency equivalent will be provided to complete the 
studies and collection and dissemination of input 
supply and demand statistics for the next year. The 
balance of approximately $300,000 equivalent will. be 
programmed for other purposes outside of NICU. 

The Ministry of Commerce, Industry and Cooperatives 
(MCIC) 

Consistent with the above described redesign and 
concentration, support to the Ministry of Commerce, 
Industry and Cooperatives must be clos81y related to 



t h e  new f o c u s  o f  t h i s  p r o j e c t  a s  s t a t e d  above .  T h i s  
h a s  t h e  f o l l o w i n g  i m p l i c a t i o n s  f o r  t h e  t h r e e  p r i n c i p a l  
d e p a r t m e n t s .  

a. Marke t ing  Department:  

I n p u t s  t o  t h e  M a r k e t i n g  Department w i l l  b e  concen-  
t r a t e d  on a c t i v i t i e s  growing  o u t  o f  t h e  c h a n g e s  
b e i n g  made i n  c o f f e e  m a r k e t i n g  namely i n  p r i v a t -  
i z a t i o n  o f  c o f f e e  m a r k e t i n g  and c h a n g e s  i n  t h e  
p a r a s t a t a l  C o f f e e  M a r k e t i n g  Board. S u p p o r t  w i l l  b e  
p r o v i d e d  t o  a i d  t h e  Uganda C o f f e e  Development 
A u t h o r i t y  (UCDA) i n  e x e c u t i n g  i ts newly d e f i n e d  
r e s t r u c t u r i n g ,  c o f f e e  deve lopment  and  r e g u l a t o r y  
and c o n t r o l  r e s p o n s i b i l i t i e s .  The m a j o r  i n p u t  t o  
UCDA w i l l  be t h e  services o f  t h e  c o f f e e  e x p e r t  who 
h a s  been  working  w i t h  UCA and UNEX and is 
programmed f o r  a  t o t a l  o f  6 person-months.  

A s m a l l  amount o f  CWS s u p p o r t  a l s o  w i l l  be 
p r o v i d e d  f o r  a  s h o r t  p e r i o d ,  t o  c o n t i n u e  t h e  
marke t  d a t a  c o l l e c t i o n  service o f  t h e  M a r k e t i n g  
Department s t a r t e d  w i t h  CAAS h e l p .  T h i s  w i l l  
i n c l u d e  t h e  p r o v i s i o n  o f  one  f o u r  wheel  d r i v e  
v e h i c l e .  The t o t a l  LC budgeted  f o r  t h i s  
d e p a r t n e n t  is $80,000.  The a g r i b u s i n e s s  a n d  o t h e r  
TA which w i l l  be s h a r e d  w i t h  t h e  m a r k e t i n g  
depa r tmen t  on c o f f e e  r e s t r u c t u r i n g  and p o l i c y  i s  
p r o v i d e d  u n d e r  UCA.  

b. P l a n n i n g  Un i t :  

The major  c o n c e n t r a t i o n  .of s u p p o r t  o f  t h e  P l a n n i n g  
Department u n d e r  CAAS was t h e  deve lopment  o f  t h e  
c a p a b i l i t y  f o r  p r o j e c t  e v a l u a t i o n  and  t h e  unde r -  
t a k i n g  of  t h e  e v a l u a t i o n  o f  s p e c i f i c  p r o j e c t s .  
T h i s  has largely been completed. The only future 
s u p p o r t  p roposed  f o r  t h i s  Department i s  i n  r e l a -  
t i o n  t o  e v a l u a t i o n  o f  s p e c i f i c  a c t i v i t i e s  unde r -  
t a k e n  i n  c o n j u n c t i o n  w i t h  t h e  new f o c u s .  

c. C o o p e r a t i v e  Department:  

Any f u t u r e  s u p p o r t  f o r  t h e  C o o p e r a t i v e  Department  
would have  t o  be j u s t i f i e d  i n  r e l a t i o n  t o  t h e  
cornrnodity/area c o n c e n t r a t i o n  d i s c u s s e d  above .  

I n  a d d i t i o n ,  $30,000 i n  LC is budgeted  f o r  s u p p o r t  o f  
s p e c i f i c  MCIC p o l i c y  s t u d i e s  and marke t  r e s t r u c t u r i n g .  
The l o c a t i o n  o f  t h i s  work w i l l  b e  d e c i d e d  l a t e r .  Any 
commodity s u p p o r t  w i l l  be d e c i d e d  and j u s t i f i e d  b a s e d  



on plans in the three commodity/areas of focus. 

3. Uganda Central Cooperative Union (UCCU). 

A.I.D. will continue to provide long and short term 
technical assistance, short course training and limited 
amounts of equipment to assist UCCU in achieving its 
objectives. UCCU will continue to be eligible to use 
CIP funds to finance qualifying imports. The major 
concern with respect to UCCU continues to be economic 
viability. In putting operations on a more 
commercially,-viable basis, UCCU will continue to re- 
ceive project support oriented towards improved manage- 
ment and accountability and greater investment in high 
demand inputs. UCCU should achieve the highest possi- 
ble turnover on a limited range of products and sell on 
a first-come, first-served basis. Preferences, includ- 
ing discounts, should be given to "cash and carryw 
customers, regardless of whether they represent a 
cooperative or not. UCCU will have to start the pro- 
cess of amending its articles of incorporation and/or 
bylaws to be able to serve primarily cooperatives 
without refusing sales to non-cooperatives. This and 
the requirement cited in following paragraph will be 
the subject of Project Implementation Letters. 

UCCU will be required to prepare a very carefully 
developed and realistic plan for achievement of econom- 
ic viability, including the charging of interest on all 
overdue balances, and the development of a serious and 
aggressive plan to fully recover all overdue accounts 
and loan balances prior to making any additional credit 
sales to delinquent clients. This plan should be 
completed in the next 3 months and put into operation 
within the next 6 months. It should be designed to 
achieve economic viability within 30 months without 
depending on concessional financing through either the 
CAAS Project CIP program or the PL-480 Monetization. 
The plan will be performance based and will include a 
number of benchmarks. It would be permitted to 
participate in CIP financed imports within the CIP 
priorities defined below. Technical assistance 
currently provided to UCCU will be continued to late 
1992. 

Gathering information on demand trends for specific 
agricultural inputs and other commodities is a basic 
need of any business organization whose role is to sell 
such goods. The UCCU, as the largest farm supply 
distributor in Uganda, should develop this capacity 
internally rather than rely upon data provided by 
government agencies. A simple information feedback 



system from retailers through wholesalers to UCCU 
should be established during the next six months and be 
used as a basis for further exchange allocations for 
agricultural inputs. 

One of the planned activities of UCCU is SEEDCO. 
Future support of SEEDCO will hinge on the development 
and implementation of realistic plans and adequate 
commitments both by the Ugandan ~nstitutions and by the 
foreign partner. Results of efforts to reach agreement 
with Pioneer Hybrid International (PHI) on its 
contribution and support to this project up to now have 
been unsatisfactory. The government of Uganda and 
USAID will serve notice to Pioneer that they must come 
up with an acceptable plan and commitments within 30 
days. These plans and commitments must be consistent 
with the available resources. If they are unable to 
come up with an acceptable plan and make such 
acceptable commitments, they will be asked to withdraw. 
The agencies will then explore alternative ways to 
implement this project which is viewed as a very high 
priority to C U S  and other development activities. The 
C U S  Project will continue to hold one million dollars 
of funds in reserve for support of this project until a 
final resolution of these problems have been achieved 
or a decision is made not to support SEEDCO. 

a. Sustainability, viability and efficiency indica- 
tors 

It is expected that UCCU's participation in 
project activities will be measured against the 
following sustainability, viability and efficiency 
indicators. 

(1) Consistent and continuous progress (5% 
annually) toward sustained ability to 
generate enough annual business income to pay 
all costs, operating and administrative 
expenses, taxes, fees, and build up reserves, 
and to service its debts including interests 
accrued and principal due; 

(2) Demonstrated sustained capacity to obtain 
sufficient working capital from the financial 
community at market conditions; 

(3) Reduce by 10% annually 
long-standing arrears on 
loans and collectable 
accounts, based on 1990 



financial year; and 

(4) Internal audit 
operational and one 
external audit made 
annually; 

(3) Identify and implement annually at least 1 
business venture that would help achieve 
viability and sustainability; 

4 .  Commodity Import Program (CIP)  

The CIP components will be continued through the bal- 
ance of the project. The objective of the Commodity 
Import Program will continue to be "to provide foreign 
exchange line of credit for the commercial import of 
commodities needed for continued recovery and 
diversification in the agricultural input sector, and 
to strengthen the capacity of UCCU and selected 
district unions to import and market farm inputs.#' 

All imports financed by CIP must be directly related to 
and supportive of project objectives. The CIP will 
finance the commercial importation of inputs, e.g. 
fertilizers, veterinary pharmaceuticals, seeds, jute, 
and agricultural implements and equipment required for 
the achievement of project objectives. Some products 
may be excluded where environmental issues cannot be 
resolved. Criteria for commodities to be financed 
under this program include the following priorities: 

a. Raw materials and essential processing and 
manufacturing equipment. Finished production 
inputs will be provided only to the extent it is 
demonst.rated that the capacity for local 
product.ion does not exist and cannot be 
economi.cally developed, or as an interim measure 
while local capacity is developed; 

b. Importation of agriculture-sector inputs that are 
not being financed by other donor programs; 

c. Requirements to support the commodity/area focus; 

By running the Commodity Import Program on a strictly 
commercial basis, several complementary objectives will 
be achieved: UCCU and selected district unions will 
build their capacity to function as commercial organi- 
zations and full costing of commodities and margins 
will allow recapitalization of the distribution system 
at all levels; Local currency generation even though 



necessary to support local currency project costs is 
not the highest priority in the CIP allocations. 

UCCU will continue to play a leading role in the 
importation of commodities under the CAAS project. 
However, efforts will be made to widen the 
participation of other than UCcU in the importation and 
use of CIP funds. This will require a close monitoring 
since most of the other entities are not familiar with 
foreign trade proceedures and particularly the CIP. 

5. Uganda Cooperative Alliance (UCA) 

The UCA, under the overall supervision of the General 
Secretary, will be responsible for implementing four 
elements of the CAAS project: agribusiness support, 
cooperative auditing/accounting improvement, 
cooperative education and training, and the primary 
society matching grant program. UCA also will have a 
major responsibility for policy analysis. UCA will play 
a major role in policy research, planning and 
mobilizing efforts of the public and private sectors 
and mobilize support for implementation of the 
commodity/area focus. UCA will be primarily 
responsible for programming project-funded long and 
short-term technical assistance, training and equipment 
support for these programs. CAAS support to UCA will 
be concentrated on the comrnodity/area focus planned for 
the CAAS Project and PL-480 Monetization project. 

a. sustainability, viability and efficiency indica- 
tors 

It is expected that as a result of UCA participa- 
tion in project activities it will make at least 
the following progress toward sustainability, 
viability and efficiency: 

(1) Consistent and continuous progress toward 
sustained ability to obtain enough reasonably 
stable annual income to pay all costs, 
operating and administrative expenses, taxes, 
fees, to build up reserves, and to service 
its debts including interest accrued and 
principal due; 

(2) Reduce general costs and overhead relative to 
activities carried out; and 

(3) Increased memebership and dues collected. 

b. Policy Analysis and Market Information 



UCA1s policy analysis program will be focused on: 

Analysis of policies of key importance to the 
coremodity/area focus, e.g., price and margin 
decontrol, continued privatization of coffee 
and other products, marketing and export 
privatization, production and quality 
incentives, exchange rate liberalizations, 
tax changes that improve agricultural 
incentives and agribusiness investment. 

(2) Support the establishment of management and 
marketing information systems to provide 
solid data for analysis of cooperative 
performance, particularly with respect to 
level and incidence of taxation, effects of 
price control and inflation, marketing 
license procedures, marketing costs and 
margins, trends of marketing shares of 
selected output commodities (mainly coffee 
and oilseeds), levels of liquidity and credit 
needs, and financial position relative to 
arrears of loans and collectable accounts. 
This information will be used in discussions 
with government and national and inter- 
national organizations to strengthen 
positions of cooperatives and other private 
marketing organizations, with respect to 
prices of agricultural commodities, marketing 
margins, the farmer share of export earnings 
from coffee and other crops, and the alloca- 
tion of national and international develop- 
ment resources to resolve fundamental weak- 
nesses within the agricultural sector and the 
cooperative movement. 

(3) Contribute to and support market intelligence 
surveys  and a n a l y s i s  to prov ide  b a s i c  
information on potential markets domestical- 
ly, regionally, and internationally, as well 
as information on exporters, importers, 
traders, transportation means and costs, 
(ocean, river port and airport facilities), 
legislation promoting or restricting trade, 
etc. The results of this market gathering 
and analysis will be used to help develop and 
implement commodity policies and programs and 
cooperative investment plans and as the basis 
for planning marketing strategies and 
operations in both national and international 
trade. 



CAAS will help develop and implement these 
policy changes and market oriented programs 
by providing long and short term technical 
assistance, short course training and local 
currency.  his sub-activity will be 
coordinated with AID sponsored EPADU and 
ANEPP projects. 

c. Agribusiness 8upport 

Agribusiness support to UCA will be in the 
cornmodit.ies/areas chosen for the project focus. 
To support this concentration, the technical 
assistance contractor and his sub-contractor will 
provide 36 months of long-term agribusiness 
specialist input. In brief, that person will 
concentrate on the development and support of 
implementing the concentrated programs in the 
areas and commodities of focus chosen for CAAS. 
The technical qualifications of this person will 
be primarily in marketing and processing with 
related inputs and support in the development and 
implementation of plans for expansion of produc- 
tion. The Cooperative Development Advisor to UCA 
who is also the Contractor's Representative will 
be continued through late 1993. He will work 
closely with UCA in designing and implementing the 
commodity/area focus. He will spend approximately 
65% of his time on the commodity/area focus. 
Sixteen person months of short term TA is provided 
for these commodity priorities. 

d .  Accounting, Audit, and Management Improvement 

(1) UCA Business Services Ltd. (UCABS) 

As outlined in the project paper, UCA will 
continue to strengthen cooperative account- 
ing, financial controls and management pro- 
grams through its subsidiary UCABS with the 
support of the Swedish Cooperative Center 
(SCC). UCA, through UCABS will help support 
the cooperative/ comrnodity/area focus of the 
CAAS project. All participating primary 
societies and district uhions in selected 
areas will be provided access to UCABSts 
support and assistance. USAID has provided 
local currency assistance to UCABS. 



( 2 )  UCA Statutory Services  L t d .  (UCA88) 

UCASS objectives are spelled out in great 
detail in its articles of incorporation. The 
first section however clearly defines it as 
an audit company organized to serve coopera- 
tives primarily. It does not rule out the 
provision of services to non-cooperatives. 
This possibility greatly enhances UCASS chan- 
ces of achieving economic viability by the 
year 1994/1995 with project support. The 
CAAS project considers UCASS activities cru- 
cial to cooperative strengthening and devel- 
opment. 

Major priorities of the UCASS for the period 
1990-95 are: 

(a) To provide external audit services to 
national and district unions, primary 
societies and non-cooperative organiza- 
tions ; 

(b) To analyze and evaluate internal control 
and accounting systems; 

(c) To provide tax services to all clients; 

(d) To conduct auditing and accounting awar- 
eness training programs for boards and 
management teams along with UCA training 
and business service activities; 

(e) To hire and retain trained and motivated 
staff to sustain the increasing volume 
of business; and 

(f) To become self-sustaining by 1994/95; 

Under the commodity/area focus of CAAS, 
participating primary societies and district 
and national unions will be required to have 
at least one external audit made annually. 
It is expected that these audits will be 
performed by UCASS which should plan 
accordingly. 

Long Term Technical assistance will be 
provided to help the Audit Company achieve a 
level of professional autonomy. 



The project will continue to support UCASS 
with technical assistance, computer and 
electronic equipment, vehicles, motorcycles, 
participant and local training and with local 
currency to partially cover local costs while 
becoming self sufficient. 

In addition to its present business plan 
which stresses cooperative work, UCASS will 
also develop and implement, within the next 
three months a business plan to strengthen 
non-cooperative audits. The plan will 
include rate differentiation between 
cooperatives and non-cooperative audits. 
Non-cooperative rates will be progressively 
increased to avoid subsidy to non-cooper- 
at ives . 

(2a )  Sustainability, viability and efficiency 
indicators 

It is expected that UCASSrs participation in 
project activities will be evaluated against 
the following sustainability, viability and 
efficiency indicators: 

i) Sustained ability to generate enough 
operating income to pay all costs, 
operating and administrative expenses, 
taxes, fees, and build up reserves, and 
to service its debts including interests 
accrued and principal due; 

ii) Demonstrated sustained capacity to 
obtain sufficient working capital from 
the financial community at market condi- 
tions; 

vi) Demonstrated continuous progress toward 
lower staff and operating costs per unit 
of output, based on 1990 financial year; 

vii) 10% annual increase of requested paid 
services made by cooperatives and non- 
cooperative~ based on 1990 levels; 

ix) Financial reports prepared at least 
quarterly for presentation, discussion 
and decision making at board meetings; 
and 

x) One non-union external audit made annually; 



(2b) UCASS Seed Capital Trust Fund 

One of the alternatives considered to help 
UCASS become self-sufficient when and if 
additional PL-480 funds become available to 
CMS, is the establishment of a Trust Fund. 
The Fund would be a grant to UCA that would 
be deposited with financial agents, e.g., 
Commercial or Cooperative Bank, where it 
would receive commercial rates of interests. 
These proceeds would be available to UCASS to 
partially cover operational loss incurred in 
performing audit to financially weak primary 
societies and district unions and to cover 
part of its overhead. A contract would have 
to be signed between the grantor, UCA, UCASS 
and financial agent spelling out all 
operational details. Proceeds would have to 
be made available directly from the financial 
agent to UCAAS without UCAVs intervention. 
After UCASSts achievement of self- 
sufficiency, the proceeds would be made 
available to support other priority 
cooperative activities as approved by the 
CAAS Core Committee. 

Based upon UCASSfs present business 
projections of income and expenses, the 
amount of the fund would have to be about - 
$250,000 local currency equivalent. Based on 
current interest rate of 15%, it is estimated 
that the fund will generate about $35,000 of 
local currency equivalent per year. UCASS 
would not be permitted to use the Trust Fund 
principal amount. 

e. Cooperative Education and Training 

cooperative Education and Training will continue 
as it is now being implemented, basically at two 
levels: Rural Education (General Membership 
Training, Training of Society Committees, and 
Secretary Managers) and the Senior Management 
Training and a special progra~~focused and every 
efforts will be made to address the needs of 
women. (District Union Management and Roards). 

Training courses and materials however, will 
emphasize and support the commodity/area approach 
of the project including sound selection of 
cooperative business enterprises, costing princi- 
ples and procedures, profit planning, cost-volume- 



profit relationships, flexible budgets, pricing of 
products and services, relevant costs for decision 
making, capital budgeting decisions, financial 
projections, financial statement analysis and cash 
flows, business and commercial practices, and the 
consequences of inproper costing techniques on 
savings, margins and share dividends. 

The HRD in coordination with UCABS will revise 
their impact indicators to reflect this emphasis. 
Impact evaluations will be carried out to assess 
changes in the way cooperatives conduct their 
business. 

The Cooperative Development ~dvisor and limited 
short term assistance will be provided to develop 
course materials and carry out training courses. 
Local currency will be provided to help finance 
local costs. The Cooperative Development Advisor 
will be continued through late 1992. 

f .  Women i n  Cooperatives 

UCA's objective in this program continues to be to 
assist women to organize and effectively use 
cooperatives to meet their needs and increase 
their incomes. Increased participation of women 
in cooperative affairs is sought also through this 
program. 

The same type of activities identified in the 
project paper will be carried out. The Human 
Resources Development Department will develop a 
comprehensive action plan, including measurable 
impact indicators and target objectives, for women 
involvement in cooperative programs. This plan 
will have to be developed and approved within the 
n e x t  t h r e e  months. Some technical assistance and 
local currency will be provided under the project 
to help UCA carry out this plan. Some matching 
grant financing will be also made available to 
support women's economic activities in their 
primary societies. Almost 20% of the matching 
grants made to date have been to finance maize 
mills which are of major importance in reducing 
the work loads of women in maize grinding by hand. 

g .  Matching Grant Program 

The mat.ching grant program will continue to be 
financed under the technical assistance contract 
under the present policy structure, through years 



four and five (US$400,000). The matching grant 
program will stop at the end of year five to allow 
adequate time for receipt, distribution and 
installation in year six. It is expected that 
commitments already made with primary societies in 
regions four and five will be honored, but new 
allocations of funds will be made only to those 
primary societies participating in the 
commodity/area focus of the project. 

New matching grant applications will include a 
viability and economic return analysis, and they 
will be made mostly to support production, 
processing and marketing of targeted commodities, 
namely coffee, oilseed, and the selected non 
traditional crops, etc. A proportion of new 
matching grant financing will be directed toward 
supporting economic activities of women in primary 
societies such as small machinery financing, maize 
mills, etc. 

Some additional funding will be made available to 
purchase imported goods. Local currency will. be 
also programmed to finance local costs of the 
grants and the end-use monitor. 

h .  Performance I n d i c a t o r s  

Sustainability, viability and efficiency indica- 
tors for participating district unions and primary 
societies are as follows: 

UCA will emphasize improved viability of partici- 
pating district unions and primary society in 
plans and activities supported by CAAS. The 
following indicators will be applied where 
feasible: 

(1) Generate enough business income to pay all 
costs, operating and administrative expenses, 
taxes, fees, and build up reserves to service 
debts including interests accrued and 
principal due; 

(2) Arinual increase in real terms in total ,value 
of business, based on 1990 financial year; 

(3) Gross margins increased to cover costs 



(4) Reduce general administration costs by 5% 
annually, as a percentage of total sales, 
based on 1990 financial year; 

(5) Reduce operating costs per unit of output, 
based on 1990 financial year; 

(6) Demonstrate capacity to obtain sufficient 
working capital from the financial community 
at market rates;and 

(7) Financial reports prepared at least quarterly 
for presentation, discussion and decision 
making at board meetings. 

These are targets toward which UCA and the 
cooperatives directly assisted will strive. Since 
Data and UCA monitoring capability do not permit 
annual progress assessments, these indicators can 
not be rigidly applied. They indicate goals 
toward which the movement will strive. 

11. IMPLEMENTATION PLAN 

A. ADMINISTRATION 

The following entities will continue to have direct 
responsibilities for implementing CAAS Project activities: the 
Government of Uganda, as represented by the Ministry of Finance 
and Economic Planning (MFEP) and the Ministry of Commerce, 
Industry and Cooperatives (MCIC); the Bank of Uganda (BOU); the 
Agricultural Secretariat of the Bank of Uganda; the Uganda 
Cooperative Alliance (UCA); the Uganda Cooperative Central Union 
(UCCU) ; and USAID/Kampala. 

The responsibilities of major implementing organizations are 
described under section I. D of this Annex and are outlined 
below. 

1. Government of Uganda: 

The Government of Uganda will be the designated 
Grantee, and the Ministry of Finance and Economic 
Planning, its authorized representative, will sign the 
Grant Agreement Amendment on behalf of the Government. 


