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II.

With respect to comiodities, the uncommitted balance

* of US§ 700,000, as well as the line of credit and other
funding totalling approximately US$ 1 million, should
be used to finance agricultural inputs, raw materials,

technical assistance, and studies as required in at least
partial preparation of the follow-on project. No further

vehicles should be imported, except to provide selected

assistance in war-torn areas.

The, charcoal briquette factory at Namulesa should
be turned over to the Busoga Cooperative Union this
Year. A technical evaluation to assess

- gustainability an& replicatiomr should be -

conducted: after one year.

A detailed implementation plan should be prepared
for the MM Luwero cooperative rehabilitation
project, using TA and cammodity resources from
the FPSP praject, if need be.’

To help lay the groundwork for a follow-on. project,

‘and to move ahead with some of the evaluation

design report recammendations, the following actions
should be undertakens .

- Lo Conduct a feasibility study ‘on.
e accelerating Iocal, production. of seed..

- -procure and test gmall scale ]
‘equipments.. .

3. Prepare tems oL rererence and
conduct feasibility studies: -
on small scale production of "
vegetable oil and sugar..

Recammendations for Futures Support:

A.

Final decisions on support for UAFA should be
deferred pending (a) approval by the Cabinet,. -
(b) provision of funding in the GOU budget,

(c) agreement of cammercial banks to invest

in UAFA, and (d) macroeconomic stabilizatiom -

.and & return to reasonmable inflation

and- exchange rates.

A Transition Secretariat consisting of the Planning
Advisor and counterparts from MCM and UCA should be
established to help prepare the follow-on project.
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‘ C.

D.

To ensure 'éontinuit:y',. ‘a Project Identification Document
should be prepared. AID

A PP for a five-year project should
be prepared and approved to facilitate
a 3rd quarter obligation in FY8S8.

The follow-on project should help address national
cbjectives of agricultural diversification and

import substitution by seeking to place input supply -
and output marketing on a sound cammercial basis and

by seeking to stimulate agribusiness development.

Main elements of the project should include.agribusiness
support, policy and planning (including marketing),
agricultural credit and input supply, cooperative

education and training, and auditing/accounting services. AID/MCM

6/15/:

u/a,



" Executi 2 Summary — FPSP Evaluation/Design*

Agriculture in Uganda

Agriculture is the most important sector in Uganda's economy in terms of
employment, foreign exchange earnings, contribution to gross domestic product,
and provision of raw materials for agro-industries. About 70% of Uganda's
area is considered suitable for agricultural and livestock activities,
extending across a number of ecological zones with.varying soil types, soil
fertility, rainfall, and cropping patterns. about 27 percent of the land is
considered medium to high potential, about 46 percent of the land is of fair
to medium potential, and the remainder is of low potential. Some 90% of
Uganda's people are rural, and a large proportion of the rural population is
engaged in adricultural activities, at both subsistence and commercial farming
levels. Most production of food, cash crops and livestock is undertaken by
small scale farmers who farm less than two hectares per household.

Over the next five to fifteen years, agriculture in Uganda will have to
came to grips with three central issues. Agricultural diversification is
needed to meet import substitution objectives and to reduce dependence on a
handful of traditional export crops (mainly coffee). Restoration of a select
number of essential services (input. supply, research, and market access) is
needed to foster increased and diversified production. Finally,
macro-economic and sectoral policies must provide incentives to enemura
surplus production for damestic and foreigqm,markets.. '

. . -.“ :"'q,

Cooperatives in Ugandan Agriculture
After the 1979 Liberation Wary Uganda’s cooperative movement stood out.

as' a functioning institution at a time when most cther natiopal-level .~ -
institutions were defunct. Since 1980 the cooperatives have played an
important and growing rQje in support.of agricultural development by providing
input distribution and marketing services for hundreds of thousands of farm
families throughout Uganda (there are about twice as many cooperatives
registered today as there were in 1979).

There are several desirable attributes of cooperatives which should
allow them to play a significant future role in input supply and output
marketing. First, the cooperatives are farmer-owned and oriented. Second,
the cooperatives have a reasonably well articulated network of primary
societies and district unions through which inputs can be delivered and output
marketed in the major producing areas. Finally, about one-third of the
cooperative movement has remained financially viable and creditworthy daspite
the pnlitical and economic upheavals of recent years and can serve as the
nucleus of a commercially-oriented agricultural input and marketing system.
Cooperatives, of course, cannot be the sole providers of farm services; a
reinvigorated private sector should provide the competition needed to ensure
that farmers receive good service at fair prices everywhere in the country.

*The final evaluation /design report under RONCO Consulting Campany cover
may be reviewed for additional details.



Other attributes of cooperatives appear to stand in the way of effective
input supply and marketing. First, there is in general too much emphasis on.
cooperatives as service organizations and too little attention to the need fo-
cooperatives to operate as cammercial entities. In this regard, there is a
special need for improved financial management and effective audit services
throughout the cooperative structure. Second, the cooperative movement r-at
“least under the previous government, was too vulnerable to political
manipulation, arbitrary administrative action, and govermment supervision.
Finally, the cooperatives are entirely too dependent onr a small number of A
traditional export commodities (chiefly coffee and cotton). . Ta make progressy:
unions and societies must be managed on a sound business basis, the ' '
cooperative movement must be relatively free from political influence and
unhecessary government involvement, and agricultural diversification must be .
pursued with an eye to agribusiness development for domestic and export

markets.
The Food Production Support Praject "

In 1979 AID initiated a US $3 million Commodity Import Program to
finance agricultural inputs (chietly hoes), which were made available to:
fammers through the cooperative movement. The CIF was fallowed im 1981 withe:
the Food Production. Support Project (FPSPY, to-consolidater and extend the . w-
achievements of the commodity import: program.  FESP contimued theé input =< %%
distribution activity, and included as well a congidarahle: amomt. ofl technicak:-
- assistance (botlk long- and short-termy and; training (both ‘overseass and J3J#ses
Development Internat-fonal. (ACDI) under a cooperative greement:with ATD. *'Thes::;
FPSP was amended several times to dddactivities, increase:the findingr (bovarils
total of nearly US $12 million), and extend the project (to a PACD.oE =~
September 1988), - - | )

Accomplishments of the Food Production Support Prodject

The main accomplishments of the FPSP are reviewed briefly below as-they -
relate to commodity assistance, technical assistance, and local currency.: '

Cammodity Assistance. The hoes, bicycles, seeds, an& ather comnodities. -
brought into Uganda through FPSP and the predecessor CIF have beerr of great
value, despite many problems of leakage, peculatiom, and profiteering. The
input distribution program boosted farmer morale,. boosted agricultural )
production, boosted the image of the cooperative movement, and boosted AID's
standing as well. Althouch such statements are difficult to ve, the very
rapid grewth in cooperative society membership and registrations~that: began
when AID-financed commodities began to move through the cooperative “network
suggests that the general population had few reservations about the value of

the program. ‘

Impact of the commodity program was weakened by three factors. First,.
the implementing agency (Ministry of Cooperatives and Marketing) and AID
~itself played too large a rc'e in input pricing; administrative judgments were
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substituted for market pricing, and this hindered efficient distribution and
use of the inputs supplied. Second, too many of the camodities (e.g.
bicycles, motorcycles) went to MM officers and senior cooperative officials
at the expense of the cocperative membership generally. Finally, too much
money was spent on vehicles (trucks, pickups, jeeps, and motorcycles) at the
expense of production inputs (hoes, seed, fertilizer, chemicals) that could
have been of more value to the farming population.

- The FPSE p:ovxded useful productionm inputs to primary societies, but did
I:."tT.e. (apart fram training) to strengthen primary societies directly. With
the: benefit of hindsight, this might be counted as a flaw in praject des:grr,
since a continued Iack of basic equipment and facilities (scales,
record-keeping materials, storage) seriously undermines the ablllty of pr:.mary
societies to provide effective input supply and marketing services.

- Technical Assistance. A handful of activities seem to have had real :
impact, or hold special pramise for future impact. First, the traiming and@ =~
education programs have improved morale and performance of cocperative members
and managers at all levels. This kind of training is ahsolutely essential for
the: Iong-term health of the cooperative movement.;. only a knowledgeable and
invalved membership, ahly. led, can ensure effective moperatlve performance in
delivering agricultural services. '

“x577:Second,y, the. 1984, ACDE. cooperatives setar review crystallized a large |
mmber:;oﬁi Key- palicy-isstestand: gam themrbefore. Ugandarr: deczszan—makex:s i
2 form thatz could naot be’ fgnored: O ‘dfmiksed. . The- Bank: of Ugandats:
EKqreicalturak Secretarfat,: thelﬁmtstrpoﬁw“:ativesmt Marketing,. the---
Ugarndar Cooperativer AXIiance, and'Am¥are alL’ folJowing througtz omr::- =~
recammendations cantained i thatsrerort.

- Tnirg, the LY85 cooperative management survey took the first immortant
steps toward setting up amr operations-oriented management infommation system
which the MCM and UCA need to help make sound judgments about the performance
of societies, unions, and the cooperative structure as a whole. Accurate -
performancer data are needed to identify problems, to formilate policy
responses, and ta measurer the- cost and benefit of policy and procedural
changes. Unfortunately the 1985 evacuation brought a premature end to this -

important work.

Fourth is the ACDI work on establishing the Uganda Agricultural Finance
Agency (UAFR) to provide agricultural credit. Right now is not the best time
to launch a new financialinstitotion (military disturbances, macro-economic
disarray), but fram a broader perspective it is clear that Uganda needs a more:
camprehensive financial infrastructure that is responsive to the capacities
and needs of the rural, agricultural population. However, it is possible that
toa much effort was devoted to establishing UAFA at the expense of other )
objectives, especially assisting the Department of Planning in the Ministry of
Cooperatives and Marketing.
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Despite these noteworthy achievements, the technical assistance provided
through FPSP was not, on the whole, as productive as mighit have been
expected., Three factors are involved. First, there was a diffusion of effort
across a broad range of well-intended activities, some of which might (with
the benefit of hindsight) be judged peripheral. Second, circumstances
required the Team Leader and others as well to spend inordinate amounts of

"time on what should have been minor logistical problems-—not a good use of.-

highly-paid technical advisors. Third, mounting civil and economic disorder,
culminating i two coups and the evacuation of expatriate staff, had a very: .
Gisruptive effect omr the efforts of the ACDI advisors. ZAll in-all,. Uganda's::
farmers might have been better served had more money been spent on productiorr
inputs and less on technical assistance.

FPSP provided no technical assistance addressing marketing issues, nor
was it intended to. But this seems an oversight in view of the seemingly
intractable marketing problems (pricing, transport, storage, inefficient
parastatal marketing boards) that continue to stand in the way of agriculturaL.
development. in Uganda. i

Local (mrrencv Loca.'L aurrency funds obtained through the sale of

 AID-financed cammodities were deposited in accounts accessibler to MCM and: A‘DI,. _
-and, were- used for a variety ofgn:poses in: support of the FPSP. .- The 1984

mid-term evaluatiorr expressed concerm’ thpt. the- locaE currencyaccounts: were'-:

‘nots weI.:.—managed. angd. racmmendeia&' canptehensme audlt: subse@ently a .

A

-appear to haveman carrected’,rbuﬁfhrtbmaction.zsmd@tc:cansoﬁdatet&e.;
j_th:eeexisf:ing, accounts” into-ong Spectat Accgunts”

Much of the Iocal currency-was spenf:omm-cmxmrftrazmng:pmgrams, =
with good results. . Ar.especially worthwhile activity is the on—going review
of the 1974 Cooperative Act. However, much seems also ta have been spent oma
variety of activities of doubtful utility. In general, local currency funds.
should be programmed in support of a relatively small number of high-priority
acuvxtaes dJ.:ecd.y related tcx pra]ect objectn.ves-

Conclusion. FPSP, although not without ltS difficulties, has made
cammendable progress toward achieving project goals and objectlves. More
importantly, FPSP has helped AID, MM, and leading instituticns in the
cooperatlve 1novement to clearly récognize the pasic policy and institutional.
issues that must be resolved before Uganda's cooperative movement can
effectively server agricultural development objectives. This suggests that the
current project and cooperative agreement should be brought to an orderly
close, and that efforts should begin immediately to design a follow-on project

“addressing the key constraints that have been revealed through experience wzt:h

the FPSP.
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Recommendations

The follow-on project should révolve around the main themes emerging in
this evaluation:
— AID assistance should be provided primarily to the cooperative

movement itself (unions and societies), and only secondarily to the MCM—and
then only in support of necessary policy and regulatory functions.

— AID assistance should give greater weight "to material éss:.stance of .
_direct= value ta farmers (production inputs and cooperative facilities), and
refatively less weight to technical assistance and vehicles.

—- AID assistance should focus on a select number of high-priority
pohcy and institutional concerns to avoid diffusion of effort and impact.

- AID assistance should have, as an overall goal, support for Uganda's.
national agricultural development ob]ectlves of agricultural diversificatiom, ..
import substitution, and export expansion. This can be addressed by seeking
to place input supply and output marketing on a sound cammercial basis, and by

giving speczal attention toc cooperat::.ve agnbusmess.
,mg_follmv-ozx‘ project- shoul@-include these main elementss. -

= Bgribusiness 'support,- including feasibilicy stuaies,- projet.,
development, and pilot activities. .This.el¥ment should focus orr ther national

: aan:.st:ict.mnans*

‘e Polfcy-and planning; trnad@reas the policy” and ingtitutional aspects:
',oﬁmrketmg and cooperative develomments throughy supports ta MCM and UCA.

. _-..—= Agricultural credit and input supply, mvolvmg primarily district
unidhs and primary societies. The creait program should not be allowed to
damimate the project, and careful consideration should be giverr to whether
there is a real need for US technical assistance. With regard to input
supply, substantial funds should be earmarked, and a CIP-like mechauism for
importing commodities.should@ be chosen. Cammodities should made available at
market prices. Rehabilitation of primary-society facilities through (fo
instance) a matching grant program should be mcluded in this element.

— Cooperative education and training, ta be J.mplemented primarily by
UCA and focused on the needs of the'district.unions and primary °ocieties.

— Audltmg and accounting servmes, alsa to he mpIemente& primarily by
UCA and focused on the needs of the district unions and. pnmary societies.

More detailed recommendations for project management (addressmg the
current project and the proposed follow-on project) are presented;m the
Project Evaluatlon/Demgn Main Report.



ANNEX C

INITIAL ENVIRONMENTAL EXAMINATION
o OR
CATEGORICAL EXCLUSION -

Project Country: Uganda

Project Title and Number: Coo Agriculture Agribusiness
o Support (617-0111)

Funding: FY (s) 1988-91 $19,500,000

IEE/CE Prepared By: Lawrence Odle/Environmental Officer/Kampala

Environmental Action Recommended:

Positive Determination
Negative Determination

OR

Categorical Exclusion

This activity meets the criteria.for Categorical Exclusion in
accordance with Section 261.2. (C2) and is excluded from
further review because:

See Attached Analysis

Action Requested By: Fred E. Winch Date:
(Acting Mission Director)

concurrence:
S (Bureau Environmental Officer

APPROVED

- DPISAPPROVED

DATE

C;éaxanqé:*jGCZAgg;g\w;«ua\v ' Date



Initial Environmental Examination»(IEEiQ L
Coop Agriculture Agribusiness Support: Pruject .017=0111

I Project Summary

" This proposed seven year, $19.5 million project has as its goal
to support Ugandan national objectives of import substitution,
export expansion, and agricultural diversification. In support
of this objective the project's purpose is to provide
assistance to the cooperative movement by placing input supply
and output marketing on a sound commercial basis, and to
stimulate cooperative diversification through agribusiness
development. As a result the project will:

a. 1improve agricultural policy;
b. increase agricultural production, and
. c;- strengthen agricultural institutional performance, -

The project is divided into five discreet but related
components as follows:

1) Agribusiness Support ($1 million)

The project will provide technical and assistance to the
Ugandan Cooperative Alliance (UCA) using private consulting
firms that undertake feasibility studies for agribusiness
investments. This assistance will enable cooperatives to
prepare financially viable projects that can be funded through
the commercial banking system.

2) Policy and Planning ($1.5 million)

Grant funds will finance the contracting of a three person long
term policy and planning technical assistance team. The teanm
leader, a Policy and Marketing Advisor will advise the Ministry
of Cooperatives and Marketing on issues related to the
cooperative movement, domestic and foreign marketing, and
marketing Board performance, a pPlanning advisor would assist in
setting up an operation oriented management information system
to help identify policy and performance problems in
agricultural input supply and commodity marketing. A
Cooperative Agribusiness Development Advisor would assist the
UCA in efforts to develop their analystical and planning
capacity.



9) .input supply and Agricultural Finance ($14.5 million)

The major objective of the project will be to improve
agricultural input supply. A CIP mechanism will be used to
import commodities to be sold through cooperatives to farmers
at market prices. The revenues generated by the in-country
rate of these items will be placed into a local currency
revolving fund with the central bank to help eligible entities
obtain local currency credit to purchase addition CIP imported
commodities. In conjunction with this activity technical
assistance will be required by the Uganda Cooperative Central
Union (UCCU) to facilitate the distribution of agricultural
inputs,

4) Education and Training ($1.75 million)

An educational and training program will be implemented by the
UCA to strengthen cooper: 'ves at primary and union levels by
providing stronger continued management and technical

training. The grant will finance short-term rather than
long-term technical assistance and some commodity assistance tc
the UcCa.

5) Accounting/Audit Services ($0.75 million)
The accounting/audit component focuses at three levels

including the Ministry of Cooperatives and Marketing, central
and district unions, and primary societies.

II Environmental Analysis

Per Section 216.2 C Categorical Exclusions, Subsection (2), the-

following classes of actions are not subject to the procedures
set for within the 216 Environmental guidelines: technical
assistance on training programs, analyses ard studies, and
assistance provided under a commodity import program when prior
to approval AID does not have knowledge of the specific
commodities to be financed. Therefore, no further
environmental studies are required and a negative determination
is recommended.

||



ANNEX C

‘INfTIAL ENVIRONMENTAL EXAMINATION
OR
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Project Country: Uganda

Project Title and Number: Coop Agriculture Aqribus:..coe
Support (617-0111)

Funding: FY (s) 1988-91 $19,500,000

IEE/CE Prepared By: Lawrence Odle/Environmental Officer/Kampala

Environmental Action Recommended:

Positive Determination
Negative Determination

OR

Categorical Exclusion ..
This activity meets the criteria. for Categorical Exclusion in
accordance with Section 261.2. (C2) and is excluded from
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See Attached Analysis
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(Acting Mission Director)
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Initial Environmental Examination (IEE) o
Coop Agriculture Agribusiness~SupportTP:ojectﬁ617—Ollli

I Project Summary

‘This proposed seven year, $19.5 million project has as its goal
to support Ugandan national objectives of import substitution,
eéxport expansion, and agricultural diversification. 1In support
of this objective the project's purpose is to provide
assistance to the cooperative movement by placing input supply
and output marketing on a sound commercial basis, and to
stimulate cooperative diversification through agribusiness
development. As a result the project will:

a. 1improve agricultural policy;
b. increase agricultural production, and
c. strengthen agricultural institutional performance.

The project is divided into five'discreet but related
components as follows;

l) Agribusiness Support ($1 million).

chnical and assistance to the
Ugandan Cooperative Alliance (UCA) using private consulting
firms that undertake feasibility studies .for agribusiness
investments. This assistance will enable cooperatives to
prepare financially viable projects that can be funded through
the commercial banking system.

The project will provide te

2) Policy and Planning ($1.5 million)

Grant funds will finance the contracting of a three person long
term policy ‘and planning technical assistance team. The team
leader, a Policy and Marketing Advisor will advise the Ministry
of Cooperatives and Marketing on issues related to the
cooperative movement, domestic and foreign marketing, and
marketing Board performance, a planning advisor would assist in
setting up an operation oriented management information system
to help identify policy and performance problems in
agricultural input supply and commodity marketing. A
Cooperative Agribusiness Development Advisor would assist the
UCA in efforts to develop their analystical and planning
capacity.

1



3) Input Supply and Agricultural Finance ($14.5 million)

The major objective of the project will be to inprove
agricultural input supply. A CIP mechanism will be used to
import commodities to be sold throungh cooperatives to farmers
at’ market prices. The revenues generated by the in-country
rate of these items will be placed into a local currency
revolving fund with the central bank to help =2ligible entities
obtain local currency credit to purchase addit<ion CIP imported
commodities. In conjunction with this activity technical
assistance will be required by the Uganda Cooperative Central
Union (UCCU) to facilitate the distribution of agricultural
inputs,

4) Education and Training ($1.75 million)

An educational and training program will be implemented by the
UCA to strengthen cooperatives at primary and union levels by
providing stronger continued management and technical

training. The grant will finance short-term rather than
long-term technical assistance and._some commodity assistance tn
the UcCa.

5) Accounting/Audit Services ($0.75 million)

The accounting/audit component focuses at three levels
including the Ministry of Cooperatives and Marketing, central
and district unions, and primary societies.

II Environmental Analysis

Per Section 216.2 ¢ Categorical Exclusions, Subsection (2), the
following classes of actions are not subject to the procedures
set for within the 216 Environmental quidelines: technical
assistance on training programs, analyses and studies, and
assistance provided under a commodity import program when prior
to approval AID does not have knowledge of the specific
commodities to be financed. Therefore, no further
environmental studies are required and a negative determination
is recommended.
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INITIAL ENVIRONMENTAL EXAMINATION
| OR
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Projact Title and Number: Coop Agrlculture Agribusiness
Support (617 -0111)

Funding: FY (s) 1088-91 $19,500,000
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Environmental Action Recommended:

Positive Determination
Negative Determination

OR

Categorical Exclusion “ .

This activity meets the crlterla for Categorlcal Exclusion in
accordance with Section 261.2. (C2) and is excluded from
further review because:

See Attached Analysis

Action Requested By: Fred E. Winch Date:
(Acting Mission Director)

concurrence:

(Bureau Environmental Officer
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Clearance: 'GC/AFR == Date




- Initial Environmental Examination (IEE) | -
Coop Agriculture Agribusiness Support Proiject 617=0111

I Project Summary

"This proposed seven year, $19.5 million project has as its goal
to support Ugandan national objectives of import substitution,
export expansion, and agricultural diversification. 1In support
of this objective the project's purpose is to provide
assistance to the cooperative movement by placing input supply
and output marketing on a sound commercial basis, and to
stimula:ze cooperative diversification through agribusiness
development. As a result the project will:

a. inmprove agricultural_policy;
b. increase agricultural production, and
c. strengthen agricultufél?inStitutional7performanée;

The project is divided into five discreet but related
components as follows:

1) Agribusiness Support ($1 million)

The project will pravide technical and assistance to the
Ugandan Cooperative Alliance (UCA) using private consulting
firms that undertake feasibility studies for agribusiness
investments. This assistance will enable cooperatives to
prepare financially viable projects that can be funded through
the commercial hanking system,

2) Policy and Pianning ($1.5 million)

Grant funds will finance the contracting of a three person long
term policy and planning technical nssistance team. The team
leader, a Policy and Marketing Adviso~ will advise the Ministry
of Cooperatives and Marketing on issues related to the
cooperative movement, domestic and foreign marketing, and
marketing Board performance, a planning advisor would assist in
setting up an operation oriented managenent information system
to help identify policy and performance problems in
agricultural input supply and commodity marketing. A
Cooperative Agribusiness Development Advisor would assist the
UCA in efforts to develop their analystical and planning
capacity.
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3)  Input Supply and Agricultural Finance ($14.5 million)

- The major objective of the project will be to improve
agricultural input supply. A CIP mechanism will be used to
import commodities to be sold through cooperatives to farmers
at' market prices. The revenues génerated by the in-country
rate of these items will be Placed into a local currency
revolving fund with the central bank to help eligible entities
cbtain local currency credit to purchase addition CIP imported
commodities. In conijunction with this activity technical
assistance will be required by the Uganda €Cooperative Central
Union (UCCU) to facilitate the distribution of agricultural
inputs,

4) Education and Training, ($1.75 million)

An educational and training program will be implemented by the
UCA to strengthen cooperatives at primary and union levels by
Providing stronger continued management and technical

training. The grant will finance short-term rather than
long-term technical assisktance and .some commodity assistance ta
the UCa.

5) Accounting/Audit Services ($0.75 million)

wThe accounting/audit component focuses at three levels
including the Ministry of Cooperatives and Marketing, central
and district unions, and primary societies.

II Environmental Analysis

Per Section 216.2 C Categorical Exclusions, Subsection (2), the
following classes of actions are not subject to the procedures
set for within the 216 Environmental guidelines: technical
assistance on training programs, analyses and studies, and
assistan‘e provided under a commodity import program when prior
to approval AID does not have knowledge of the specific
commodities to be financed. Therefore, no further
environmental studies are required and a negative determination
is recommended.



